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House of Representatives

Pouch V 
State Capitol 

Juieau, Alaska 99811Official Business

M E M O R A N D U M

J a n u a r y  10, 1984

To: H o u s e  L a b o r  a n d  C o m m e r c e  Committee M e m b e r s

F r o m :  R e p .  J o h n  C o w d e r y ,  La b o r  a nd C o m m e r c e  Committee C h a i r m a n

R E :  Committee Staff

D u e  to the c h a n g e  of chairm a n s h i p  of the H o u s e  L a b o r  a n d  C o m m e r c e  
Committee, the committee staff has also c h a n g e d .  T h e  committee aide 

for the c o m i n g  session will be K e n  J o h n s o n .  Linda Firestone has been 

appointed committee secretary. Either of these staff m e m b e r s  would be 

glad to assisst y o u  or a n s w e r  a n y  questions y o u  m a y  h a v e  concerning 

the L a b o r  a n d  C o m m e r c e  Committee. T h e  office p h o n e  n u m b e r  for the 

committee is 465-3873.



H o a n e r  E l e c t r i c  A s s o c i a t i o n . ^  I n c .

CENTRAL O FF ICE : P.O. BOX 429 «  HOMER. A LASKA  99603 0529 «  (907) 235-8167

Ma r c h  7, 1984

The Hon. John J, Cowdery, Chairman 

House Labor & Commerce Committee 

A l a s k a  State Legislature 

Pouch V  (MS 2100)

Juneu, Alaska 998.11

Dear Mr. Cowdery:

H o u s e  B i l l  #6 8 3 ,  p r e s e n t l y  in t h e  L a b o r  a nd C o m m e r c e  C o m m i t t e e ,  w o u l d  

a u t h o r i z e  Bradley Lake as a State project, xt requests no funding. Bradley 

L a k e  m u s t  be a u t h o r i z e d  in order for the Alaska Power Authority to file fcr 

a FERC license. Filing for an FERC license should be done concur r e n t l y  w i t h  

development of a financing plan and power sales agreements.

Approval of HB #683 does not conflict w i t h  the f o u r - d a m  p o o l ,  a n d  B r a d l e y

L a k e  is not c o m p e t i t i o n  to Susitna. Power from Bradley Lake is needed for 

t he w i n t e r  of 1 9 8 8 / 8 9 .  W i t h o u t  B r a d l e y  L a k e  n a t u r a l  g a s  g e n e r a t i o n  

f a c i l i t i e s  m u s t  be a d d e d .  I believe all studies thus far show no negative 

impact of Bradley Lake on Susitna feasibility or financing.

We n e e d  y o u r  s u p p o r t  1 H B  # 6 8 3  s h o u l d  be p a s s e d  out of its a s s i g n e d

Committees for f u l l  H o u s e  c o n s i d e r a t i o n  as s o o n  as p o s s i b l e  to k e e p  the

p r o j e c t  on s c h e d u l e .  Funding wil l  be requested only after a financing plan 

is developed. Funding is not requested in HB #683.

T h a n k  y o u  in a d v a n c e  for y o u r  consideration. Please let us kno w  if we can 

answer any of your questions.

Sincerely yours,

, INC.

General Manager
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MEMORANDUM

TO: Representative John Cowdry

Labor & Commerce Chairman

FROM: Representative Milo Fritz

Finance Committee Member /i:r

DATE: March 13, 1984

SUBJ: HB 683

I would greatly appreciate your springing HB 683 out of your 

Committee, /Is I look at it, there is no threat to the Susitna Damn 

and wit h  the population of the Kenai Peninsula growing in the 

neighborhood of between nine and ten percent every year, we will 

need the power from Bradley Lake within the next two years. Your 

consideration in getting HB 683 out of your Committee and on to the 

next Committee of referral will be very greatly appreciated. If 

there is anything about this matter that you would care to discuss 

with me I am at your service.

cc: D .  Kent Wicke

Mr. L e o  Rhode
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T;o: R e p r e s e n t a t i v e  Furnace, Chairman r y i r f  * ' * * *■ /

Lab o r  and Commerce Committee 

H o u s e  of R e p r e s e n t a t i v e s

From: R e p r e s e n t a t i v e  R o n  Vendte Q u j .u j .

Date: M a r c h  9,1982

Re: R e v i e w  if A l a s k a  Power Authority

In recent: weeks, there h a s  beet muc h  d i s c ussicn co n c e r n i n g  Alaska Power

Authority., the Tyee H y d r o  Project, Susitns, etc. in legislative commit­

tees and in the news. The Alaska Power A u t h o r i t y  (APA) and hydro power 

in themselves are v i a b l e  concepts. However, the questions surrounding 

APA leave c o n s i d e r a b l e  doubts in the aind of the public. 1 believe that 

we, in the H o u s e  Labor and Commerce Committee, should begin a review of

the A laska Power A u t h o r i t y  in order to outline what the problems are and

to m a k e  rec o m m e n d a t i o n s  to resolve those problems.

Because Tyee is only nine months from com p l e t i o n  and has been very 

n e a r l y  an APA project fro m  inception, I feel that it w o u l d  be an ex­

treme!.'.’ cord aTtnmnla for review.

It is my s u g g e s t i o n  that the Labor and Commerce C o mmittee appoint a 

su b - committee cf one- m o n t h  duration to look into Alaska Power Authority 

and the Tyee Project w i t h  a final report and r e c ommendations due on 

April 1.1, 1983. Because of the vast amounts of m a t e r i a l  and the w o r k­

load already placed on m o s t  staff people, I would also suggest that an 

aide or researcher be h i r e d  to serve as staff to the sub-committee 

du r i n g  that one-month.

The Sub-c o m m i t t e e  should do ar overview cf Tyee that would consist ci 

the f o llowing points:

1) Were the proper feasibility studies done, in particular, w e r e  

they rechecked --ban the original cost estimates of the project 

we r e  shewn t:o be too low?



Di d  A ? &  look carefully at alternate it:es, s m a l l e r  projects, 

or even al t e r n a t i v e  power sources?

He's A P A  followed legislative m a n d a t e  in all annual reports and 

p r o j e c t  s tatus reports?

a) On the basis of what i nformation did the L egislature 

a pprove the f u n d i n g  of Tyee?

b) statements m a d e  to the L e g i s l a t u r e  been

cocsis h development of information on Tyee as

the r f ogressec?

Was m a n a g e m  _>rcugh in using correct co n t r a c t i n g

p rocedures?

a) T h e  problem of wrap-up has been d i scussed and 

legislation has been recommended. However, further study 

should be done on wrap-up as one element of the total 

project and whet irapacr w r a p - u p  had on cost over-runs and 

c ontracting procedures.

b) What were the trade-offs in the decision to not 

relieve the engineer of r e s p o n sibility fcr the project?

What pro c e d u r e s  are used in dev e l o p i n g  cost e s timates and 

h o w  thorough is management in checking those estimates?

a) W h a t  is the /explanation lor significant differences 

in the various estimates on the project costs?

b) D o  we k n o w  w i t h  certainty at this time what the 

final costs of the project wil l  be?

Did the project costs get out of control and, if so, at what 

time did the project costs get out of control?

a) Wha t  steps were taken to control the e s c a lating 

costs of the project?

b) T h e r e  are excessive numbers of change orders in the 

Tyee project. Were all of these necessary and what could

have b e a u  done to prevent this problem?

Has the L e g i s l a t u r e  been at i»ult by constantly chan g i n g  the 

ground rules by which APA ope*ates or allowing too much 

latitude in. the operation of PA?

What has be e n  the specifi'. impact of each legislative change
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as the Tyee p r o ject progressed (i . e . . "Blackmail Clause, SB 25 

and 26, HB 9, e cc . )?

8) What steps are n e c e s s a r y  to resolve the crisis we face vit'n 
the T y e e  project?

a) Do the problems with Tyee apply to other A P A  

projects?

b) Who s h ould bear the b u r d e n  for the. cost over-runs —  

th-i utilities, muni c i p a l i t i e s  (customers) or the State of 
Al.jska?

And f i n ally and most importantly,

9) What r e c ommendations or l egislation should be adopted by the 

Labor and Commerce Committee to prevent these problems from 
arising again?

Increased energy usage throughout the State, dec l i n i n g  oil revenues and 

an eventual end to fossil fuels demand a w o r k a b l e  energy plan for 

Alaska. Some corrections have been made w i t h i n  APA by changes in 

legislation, by the APA b o a r d  and by the APA management. This review 

should not be a r.uTV.ical procedure, but rather, an examination, d i a g n o­

sis and cure.

-3-
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TO: A l l  m e m b e r s  o f  the S p e c i a l  C o m m i t t e e  on S t a t e  L o a n s
F R O M :  R e p r e s e n t a t i v e  R i c k  U e l u i n g ,  C h a i r m a n
D A T E :  F e b r u a r y  14, 1 9 8 3  '

RE:: C o m m i t t e e  s c h e d u l e  for w e e k  of F e b r u a r y  14

T h e  H o u s e  S p e c i a l  C o m m i t t e e  on S t a t e  L o a n s  w i l l  m e e t  o n  T u e s d a y ,  
F e b r u a r y  15, 1983, at 3:00 p .m., in C a p i t o l  R o o m  504 ( S e n a t e  
H E S S  C o m m i t t e e ) .

T h e  f i r s t  w i t n e s s  w i l l  be B e r t  W a g n o n ,  E x e c u t i v e  D i r e c t o r  o f  
A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y .  Mr. W a g n o n  w i l l  
p r e s e n t  an o v e r v i e w  of A I D A  and its m a n y  i n d i v i d u a l  p r o g r a m s .
A  c o p y  o f  the A I D A  a n n u a l  r e p o r t  is a t t a c h e d .

T h e  s e c o n d  w i t n e s s  w i l l  be Don H o s t a k ,  D i r e c t o r  of t h e  D i v i s i o n  
o f  B u s i n e s s  L o a n s  a n d  V e t e r a n s ’ A f f a i r s .  Mr. H o s t a k  w i l l  
p r e s e n t  an o v e r v i e w  of his a g e n c y  a n d  the m a n y  p r o g r a m s  it 
o f f e r s .  I n d i v i d u a l  p r o g r a m s  w i t h i n  the D i v i s i o n  of B u s i n e s s  
L o a n s  i n c l u d e  A l t e r n a t i v e  T e c h n o l o g y  and E n e r g y ,  B u l k  F uel,
C h i l d  C a r e  F a c i l i t y ,  C o m m e r c i a l  F i s h i n g ,  F i s h e r i e s  E n h a n c e m e n t ,  
H i s t o r i c a l  D i s t r i c t ,  M i n i n g ,  R e s i d e n t i a l  E n e r g y  C o n s e r v a t i o n ,  
S m a l l  B u s i n e s s ,  T o u r i s m ,  V e t e r a n s ' ,  a n d  W a t e r  R e s o u r c e s  
R e v o l v i n g  L o a n  Funds. A l t h o u g h  the D i v i s i o n  of B u s i n e s s  L o a n s  
a n d  V e t e r a n s '  A f f a i r s  has no  p r e - p r i n t e d  a n n u a l  r e p o r t ,  Mr. 
H o s t a k  is p r e p a r i n g  a s p e c i a l  h a n d - o u t  f o r  the c o m m i t t e e ' s  
u s e .

I l o o k  f o r w a r d  to s e e i n g  y o u  at the m e e t i n g  t o m o r r o w .

O fficia l Btudnena

A t t a c h m e n t :  A I D A  A n n u a l  R e p o r t
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R E P L Y  T O :

The Honorable Joe L. Hayes, Speaker
Alaska House- of Representatives ..
P.O. Bex 1821
Anchorage,, Alciska 99510 v « %

RE: Alaska Power Authority
Wrap-up Insurance 
Contract 

Our File: 4306-2

Dear Mr. Speaker:

Our office has completed its review and evaluation of the naterials 
furnished us by the House Labor and Centnerce Caimittee relating to the 
Alnska Pcwer Authority's "wrap-up" insurance contract with Marsh and 
M c rjennan-Corzoon & Black/Dawson & Co. as insurance broker's for the 
Alaska Fewer Authority and Pacific Marine as workers’ compensation 
insurers. For reasons more fully explained below, it is our belief 
that a legislative lawsuit on the matter does not appear advisable at 
this time, even though one could argue that severed, state laws may 
havo been violated.

Before explaining the basis of our opinion, a brief description of the 
process through which our analysis evolved is in order. In April of 
last year, w e  were given an oral briefing lay Mr. Jeff Barry, Legisla­
tive Assistant for Representative Terry Martin, Chairman of the House, 
labor and Ccmrerce Caimittee. Mr. Barry brought with him a  few basic 
documents which we reviewed. Legislative subpoenas were then issued 
by you, as Speaker of the House, to Marsh and Mcdarman-Corroon & 
Black/Dawson & Co. wito had contracted to broker the v/rap-up insurance 
and provide risk management services for the Alaska Power Authority. 
Ycu also issued a legislative subpoena to Pacific Marine the insurance 
carrier selected by Marsh and McLennan-Corroon & Black/Dawson & Co. to 
provide workers’ coipensation insurance for the Alaska u.-jwer Authority 
projects. In May, we completed seme bisic research in the area of 
public finance, competitive bidding, monopoly and restrain of  trade, 
and the general noape of powers of the Alaska Power Authority. We
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also collected some background information concerning problems encoun­
tered with the Alaska Pipeline wrap-up insurance program.

It was determined that we should await receipt o f  the subpoenaed 
information before continuing further. This information was brought 
to us on July 19, 1982 by Mr. Barry. It consisted o f  fo”~ large boxes 
of documents which were not organized in any fashion and had not been 
indexed in any way. As a consequence, we had to review, sort and 
index the material and it proved to be very time consuming process. A  
summary of the contents of the boxes and the files i n  which they are 
new organized is set forth in the attached memorandum of August 26, 
1982 by Mr. W e v  Shea of our office together with two related memoranda 
of September 9, 1982. After reviewing the documents and categorizing 
them according to their importance, a brief summary o f  major documents 
and points was compiled. The legal authority cited by counsel for 
both the Alaska Pcwer Authority and Insurance Brokers î /as studied and 
analyzed as were the legal briefs and memoranda surrounding the Alaska 
Pipeline decision issued by the Director of Insurance in April 1970. 
A  summary o f  sane of the select documents and a brief background 
s'-j.-mary was then prepared. A  copy of the msnorandvim of October 6, 
1982 with exhibits is attached for your perusal. A n  "Indemnity 
Agreement", Exhibit "F", tn this memorandum is particularly disturbing 
since it appears to require the State of Alaska to indemnify APOOP 
(Marsh and McLennan-Corroon & Black/Dawson & C o . ) for its own 
negligence. The problem is compounded since the agreement is unsigned 
and in draft form. It was one of hundreds of documents received 
pursuant to your legislative subpoenas which w e  examined.

Upon learning tnat legislative audit liad caipiled a report addressing 
the Alaska Pcwer Autliority wrap-up insurance program, w e  refrained 
frcm issuing our opinion until a copy of that report could b e  obtained 
and studied. The report was not delivered to us until November 10, 
1982. After reviewing the report and documents subpoenaed, it would 
appear the problems identified and the questions raised in this matter 
would best be addressed through dealing directly w i t h  the executive 
branch or holding legislative hearings and adoption o f  remedial 
legislation.

This approach is especially applicable in light o f  the numerous 
factual, legislative aivd administrative changes since the initial 
wrap-up issue was addressed by us last April. Perhaps most important 
is the decision by the Alaska. Pcwer Authority to limit the wrap-up 
insurance brokerage by Marsh and McLennan-Corroon & Black/Dawson & Co. 
to the Tyee Lake construction. Initially Marsh and McLennan-Corroon & 
Black,-'Dawson fi Co. had an open-ended contract with the Alaska. Power 
Authority. Secondly, the recent Superior Court ruling in Barnes v. 
Palmer, et a l ., holding vhat the legislature and taxpayers lack
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standing to challenge violations of the Alaska competitive bidding 
statutes. Thirdly, the revision of the competitive bidding statutes 
by the legislature effective last July. Finally, the election of Bill 
Sheffield as Governor and your success in dealing with the executive 
branch in Barnes. All of the foregoing affected our analysis and 
influenced our conclusion regarding the superiority o f  informal 
administrative remedies to judicial alternatives.

In addition to the standing problem in the Barnes ruling, the nebulous 
complex areas of the law that surround the Ala'’ a Power Authority 
wrap-up insurance program are neither clear-cut no. aasily determined. 
They overlap each other in various shades of gray r her than black or 
white definitive areas. Illustrative of this problem is that despite 
the overwhelming volume of material supplied, we find that a few of 
the possible legal violations could not be adequately analyzed due to 
a lack of relevant information; these issues included the questions of 
possible:

1. Fictitious group insurance violations.
2. Worker's Compensation insurance violations.
3. Anti-trust violations.

The key issue of lack of competitive bidding in contracting the 
wrap-up insurance brokerage with Marsh and ficLennan-Corroon & Black/- 
Dawson & Co. is illustrative of the myriad of legal arguments which 
can be raised on both sides of this entire matter without arriving at 
a clear cut conclusion. The following analysis of competitive bidding 
is also illustrative of the complexity of the legal issues surrounding 
tlte Alaska Power Auuiiority wrap-up insurance program.

The contracting provisions of AS 37.05, the Fiscal Procedures Act, 
were until July 22, 1982 applicable to only state agencies and depart­
ments which were defined in AS 37.05.320(2) to mean:

...department, officer, institution, board, 
ccmmission, bureau, division, or other admini­
strative unit forming the state government and 
includes the Alaska Pioneer's Home and the Univer­
sity of Alaska.... (emphasis added)

AS 44.83.020 declares the Alaska Pcwer Authority:

... is a publ ic corporati on of the State in the 
Department of Commerce and Economic Development 
but with separate and independent legal existence.
(emphasis added) ~
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Further insight into the legal significance o f  the Alaska Power 
Authority is provided by the following citation in A S  44.83.010(3):

... establishing and operating power projects in
the stete will be accelerated and facilitated by
the enjation of an instrumentality of the state 
with pcwer to construct, acquire, finance and 
operate power projects, (enphasis added)

Since the University of Alaska is also a public corporation like the 
Alaska Pcwer Authority with separate and independent legal existence, 
one could argue that the specific listing of the Pioneer's Kane and 
the University of Alaska in the definition section o f  AS 37.05.320(12) 
exhibits legislative intent to exclude all other public corporations 
having separate and independent legal existence. This conclusion
would be based upon the statutory construction doctrine of "expressio 
unius est exclusio alterius" (the express mention o f  one thing implies 
exclusion of all other of similar nature). If the intent had been to 
mate the University of Alaska only an exanple of the type of public 
corporations included within the definition it should have been 
phrased: "including all statutorially created public corporations
such as the University of Alaska."

Despite the above, one ccxild readily argue on the other hand that by 
being an "instrumentality of the State" the Alaska Power Authority is 
an "administrative unit forming state government". The addition of 
the word "authority" to the definition of a state agency in 
AS 36.98.080(5) effective July 22, 1982, made applicable to Title 37 
by virtue of AS 37.05.230(10), makes a slightly stronger case for the 
applicability of competitive bidding laws to the Alaska Power Author­
ity. hcwever, it certainly does not totally negate the applicability 
of the expressio unius doctrine mentioned above.

Even if one were to assume the applicability o f  Title 37 to the Alaska 
Pcwer Authority, it does not necessary follow that any provision of 
that title has been violated since there are two very broad exclusions 
to the competitive bid requirements. It is provided in 
A S  37.05.230 (1) that the carpetitive bids need not. be required for 
"professional services" and the department nay negotiate directly if 
it finds pursuant to AS 37.05,230(2) that it is in the "best interests 
of the state".

Unfortunately at the time of the brokerage contract between the Alaska 
Pcwer Authority and Marsh arid McLennan-Corroon & Black/Dawson i'« C n  
when the wrap-up insurance program in question arose, the starut 
were not explicit as to what constituted "professional services". 7 
phrase was not defined in Title 37. However, scrre insight nay _>e
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drawn from the definition set forth in the Alaska Corporation Act in
AS 10.45.250(1), wherein it is stated that:

’Professional Services’ means a type o f  highly
skilled, technical, and specialized personal 
service rendered to the public by persons licensed 
b y  the state.

Insurance brokers are required to be licensed by virtue of
AS 21.27.040. This fact, creates an argument that the insurance 
expertise provided b y  Marsh and Mclennan-Corroon & Black/Dawson & Co., 
falls into the professional, service exclusion of A S  37.05.230(1) and, 
was not subject to the competitive bidding requirements until the 
enactment of  the "Professional Service Contract" statutes in Title 36 
effective July . , 1982, which provide in AS 36.98.080(2):

'Profess, onal Services' means professional, 
technical, or consultant services that are p r e d m -  
inately intellectual in character and that

(a) include analysis, evaluation, prediction, 
planning or reccrmendation; and

(b) result in the production of a report of the 
ccnpletion of a task.

AS 36.98.030 effective July 22, 1982 specifically governs the proce­
dure for "Solicitation of Proposals*. Hcwever, irrespective of the 
enactment of  Chapter 98 of Title 36 governing "Professional Service 
Contracts", a serious question still exists as to whether under any 
statutory definition of "professional services", the legislature 
intended to include the activities engaged in by insurance brokers 
Marsh and McLennan-Corroon & Black/Dawson & Co. o n  behalf of  the 
Alaska Power Authority. It appears the activities in which the 
brokers have engaged are much broader in scope than the mere giving of 
"analysis and recomendations" or the "production o f  a  report or  task" 
as set forth in AS 36.98.080(2), supra. Ihe insurance brokers have^ 
entered into contracts for everything from public safety to legal.*•-- 
services to public relations o n  behali of the Alaska Power Authority j> 
project at Tyee Lake. Thus, while their insurance brokerage services 
to Alaska Pcwer Authority,, may fit within the professional services 
exclusion, it is arguable whether the legislature intended or even 
envisioned insurance brokers entering such a broad range of contracts 
on behalf of the State.

The intended scope and meaning of the "best interests" exception of 
AS 37.05.230(2) adds even greater uncertainty t j the carpetidLve bid 
issue. The State has only issued guidelines v o n o e m i n g  the use of
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this exception and has not transformed these guidelines into actual 
regulations. The guidelines require:

The CarTTUSsioner o f  Administration or his designee 
may consider waiving the requirement o f  issuing 
invitations to bid when it can be substantiated b y  
the requested department and confirmed by the 
department o f  administration that such action 
would be in the best interest of the State. To b e  
considered, a request for waiver must b e  fully 
justified on an individual basis. A previously 
approved v iiver will not be justification for 
additional purchases of the same item. Request 
for waiver m y  not be approved, regardless"of the 
situation where it is apparent that poor or no 
planning was exercised or as a routine expediting 
service. (Enphasis added) (Department o f  Admin­
istration, Purchasing Regulations, Chapter 3,
Section 6)

— - ■ . . .  . . .  - - • » . .i
As near as we could determine from the documents provided us, the 
Alaska Power Authority did not comply with the requirements o f  the 
above-cited guidelines. However, there is no judicial precedent in 
Alaska for determining whether such failure negated the availability 
of such exemption. While a  line of case authority can b e  found 
mandating the presentation of objective criteria on which to base such 
a finding there does appear to be data of record frcm which the State 
arguably could conclude that it was in the "best interests" o f  the 
State (A laska Pcwer Authority, to follow the procedure in question. 
This argument centers around the fact that Marsh and McLen^an-Corrocn 
& Black/Dawsan & Co. have been providing insurance coverage to  the 
State of Alaska and that it was therefore logical to have those 
insurance brokers handle the Alaska Pcwer Authority wrap-up insurance 
program. While w e  would not reach a similar conclusion, we  cannot say 
with any degree of certainty that a court would concur in our belief.

Given the nature of the argument that can be raised on both sides of 
the issue and the inordinate amount of time required for judic ial 
litigation, it would seem that executive or legislative action w o u l d  - 
be a  much speeditr remedy. While such remedies m a y  not change the 
Tyee Lake contract, the availability and practicality o f  judicial 
remedies for the Tyee Lake contract is quite questionable. In fact, 
given the Superior Court's ruling in the case of Barnes concerning the 
lack of legislative and taxpayer's standing to challenge State v i o­
lation of the competitive bidding laws, one cannot even be certain 
that a court would decide the issues in question unless they were 
raised b y  one of the aggrieved bidders on the Tyee Lake project.
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The other issues identified on page 3 of this letter, certainly 
warrant further scrutiny and the involvement of the Director of 
Insurance since we have been advised by Mr. Barry that no filings had 
been made with the Director of Insurance as required b y  statute. The 
report of the legislative audit tends to indicate certain filings were 
made. Various arguments and issues relevant to the fictitious group 
and workers' compensation insurance violations are set forth in the 
memorandum of November 22, 1982 attached hereto. Another memorandum 
relating to the issue of anti-trust violations dated November 22, 1982 
is also attached for your perusal. Both of these memoranda have been : 
syncpoized for purposes of this letter. While w e  are inclined to 
think that the likelihood of violations of the above referenced areas 
are quite possible we feel that since a new administration is in 
pcwer, it would be prudent for discussions to ensue with the Director 
of Insurance, Department of. Administration, and Department o f  Law as 
to each of the various questions.

The Insurance Director's office should be able to handle the insurance 
issues concerning fictitious group inr'irance and worker's compensa­
tion. The Department of Administration could review the competitive 
bid waiver authorizations and perhaps revoke those which still are 
prospective in effect. The Department of Law could address the 
"'indemnity Agreement" problem as well as the anti-trust issues. The 
rtate liability arising from its potential exposure from it's "Indem­
nity Agreement" with Marsh and McLennan-Corroon & Black/Dawson & Co. 
might very well justify filing a judicial action to have the agreement 
declared void on any one or more of the grounds iraentioned in this 
letter and attached memoranda. On the other hand, the State may 
prefer to wait until actual demand is made cm the State for payment 
under the "Indemnity Agreement" before challenging its legality so as 
to avoid the expense of litigation without knowing whether the loss 
experienced from the Tyee Lake project will ever b e  high enough to 
bring the "Indemnity Agreement" into play. If more information is 
needed, or if the Legislature is desirous of pursuing its own 
investigation of these matters it could do so through the Legislative 
hearing process. This approach appears more appropriate n o w  that 
Alaska Pcwer Authority has amended it's brokerage contract with Marsh 
and McLennan-Corroon & Black/Dawson & Co. so that it is no longer 
open-ended, but instead is restricted only to the Tyee Lake project.

As you might well appreciate, the volune of factual data and tte 
various nuances of each major legal issue is euite considerable. 
Thus, not all of them could be readily summarized :n this letter when 
caibined with the changing facts, administrations and statutory 
authority. Accordingly, if you have any questions, please d o  not 
hesitate to contact us. This letter and attached memoranda constitute 
work oaipleted pursuant to the attomey-client relationship and
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a t t o m e y  work-product. Dissemination of this letter a:nd attachments 
may waive the related privileges and we would request that you contact 
us prior to making the letter and attachments available to others. In 
the meantime, w e  will await your further instructions as to whatever 
action, if any, you wish us to pursue in this matter.

Please let us know if you need the subpoenaed documents we  have 
retained. If litigation is desired we stand ready to undertake it. 
If assistance is desired for structuring of legislative hearing 
inquiries or contacts with the various executive branch w e  will be 
happy to assist you in any way you see fit.

Sincerely,

HARTIG, RHODES, NORMAN,

GKE:WWS:ndv
Enclosures



ALASKA  INDUSTRIAL DEVELOPMENT AUTHORITY

February 2, 1983

The Honorable Walt Furnace, Chairman 
House Labor 8 Commerce Committee 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Mr. Furnace:

While appearing before your committee on H .B . 26 several questions were 
asked that I was unable to answer at the time. I indicated these ques­
tions would be resolved and answers provided to the committee in writing.

Question : (from Representative Malone)

Please provide asset base, cash flow and amount pledged for bonds 
as of 12/31/82.

Answer:

Total assets as of 12/31/81 are $344 miMion. All assets of the Author­
ity are pledged as payment /or the bonds ( i .e . full faith and credit 
of the Authority). Cash flow projections on appropriated and federal 
guaranteed loans are prepared twice a year (6/30 and 12/31). Attach­
ment "A" was compiled using 6/30 figures. ! will furnish updated 
12/31 figures in approx»r,ately 2 weeks. Cash flows representing re­
payment of loans from bond proceed arid from other investments are 
updated when required for Official Bond Sale Statements. Attachment 
"A ’1 is from a December 1982 Official Statement.

Question:

Would you please furnish a written position paper on H .B . 26 8
H .B . ,22.

Answer:

Attached are position papers on H .B . 26 and H .B 22.

In addition your committee requested extra copies of our annual report 
which I have included. If 1 can furnish any further information please 
advise.

1577 "C”  STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1051



Sincerely,

Bertram L . Wagnon 
Executive Director

BLW :mr

Enclosure(s/

C C : Catherine Wallen, Information Officer 
Division of Administrative Services



Aggregate Debt Service and Estimated Coverage Schedule
T he following table sets io rth , for each respective annual period ending June 30, the to ta l D eb t Service R equirem ents for t'ne 

outstanding Economic D evelopm ent Bonds, Series 1-231 and Consolidated Bonds, Series A -D , and includes estim ated D ebt Service 
R equirem ents for the Bonds and $3,335,000 Economic D evelopm ent Bonds expected to bo issued concurrently  with the Bonds. T he 
estim ated to tal N et Income of the A uthority , and the estim ated D ebt Service Coverage are calculated by dividing estim ated to tal N et 
Incotno (including projected loan repaym ent*) by t! -3 total D ebt Service Requirem ents. ^

Annual Dui.il Survicu Jim jiruincnts Estimated Nut Incoinu

— .— -Ll—  Current Issues Survicu ----------- L i— — ---- “ --------  appropriated and aunuul Estimated Estimated
Period Ending Principal     Require- Outstanding Current to the excess net total Net Coverage

Ju n e  30 t> Interest Principal Interest mcnls IJonds(l) Issuc(l) Authority (2) rovcnuus (3) Incotno (-1)

1083 ........................................ $ • $ 271,590 $13,831,070 $13,419,745 f  109,200 $2 1,7 3 1 ,5 11 $ 3,210,270 $11,770,820 3.02
10 8 1 ........................................ 105,000 1 ,15 7 ,1 12 15,402,080 14,430,0'Jl 1,302 ,113 22,991,200 5,405,580 44,189,015 2.87
1085 ........................................ 210,000 1,13 7 ,0 12 11 ,7 20 ,10 1 13,720,300 1,300,229 23,302,228 7,051,307 •15,500,10' 3.09
1080............ 235, (XX) 1 ,1 10 ,0 12 14 ,103 ,2 17 13,158,814 1,300,220 21,354,147 8 ,7 11 ,3 7 1 4l,tl23.«0S 3 .1 1
1 0 8 7 . . . . , ........................... 205,01X1 1,003 ,112 13 ,7 12 ,118 12,005,217 1,300,220 10 ,3 10 ,381 10 ,118 ,432 43,730.203 3.10
11)88............ 285,000 1,0110,012 12,801,680 11,871,300 1,300,221) 18,230,018 12,070,300 43,517,813 3.38
1080 ........................................ 176,000 1,033 ,112 12,485,801 11,602,300 1,228,676 10,600,002 13,760,200 43,0811,273 3.46
1000............ 175,000 1,020,912 12,305,013 11,480,441 1,228,575 15,205,400 15,439,592 43,160,015 3.53
n u n ........................................ 216,000 1,003 ,112 12,3115,002 11,160 ,000 1,228,5/6 14,738,200 17 ,15 1,15 0 •11,007,007 3.01
1002 ........................................ 230,000 081,0 12 >2,031,212 1 1 ,1 2 2 ,10 1 1,228575 13 , (XII, 15 1 18 ,0 2 1,0 11 41,300,778 3.00
iu ik i............ 260,1X10 1)68,1112 11,63 1,250 10,768,1X16 1,228,676 11 ,0 10 ,3 17 20,703,620 44,030,117 3.87
10 0 1............ ................................... ■ 10 ,10 1,202 200,000 930,175 11,38 1,737 10,574,412 1,223,576 10,235,238 22,521,090 41,502,322 3.01
1005 ........................................ 305,000 807,187 11,250,803 10 ,50 1,122 1,2 :8 ,575 10,221,025 24,319,200 •10,300,810 •1.1!
1000 ........................................ 355,000 802,703 11,200 ,7 18 10 .5 13 ,331 1,228,575 2,058,027 20,27U,25tl 41,000,703 3.03
1007 ........................................ ..................................  9,027,708 385,(XX) 822 ,112 10 ,835,181 10 ,031,180 1,228,575 1,0 0 1 ,12 1 27 ,010 ,221 40,831,413 3.77
1003 ........................................ ..................................  8,731,0' J •115,000 778,018 0,028,312 0,233,011 1,213,331) 1,235,892 20,559,702 41,212 ,020 4.15
1000............ •125,000 7 3 1 ,1 12 0,852,387 0,101,308 1,107,500 1 ,10 1 ,7 15 3 1,28 1,0 10 42,7(5,235 4.34
21)00........................................ 405,000 083,008 Q,82G,425 0,207,050 1,107,500 705,321 33,001,072 44,201,018 4.50
21X11 ........................................ 615,000 030,173 9,803,775 9,252,002 1,107,500 405,827 31,084.528 45,870,653 4.05

600,000 571,503 9,388,513 8 ,710 ,315 1,107,590 183,237 30,901,088 47,025,830 5.01
2003 ........................................ 635,000 5C 1,481 8,230,808 7,001,330 1,107,590 147,732 39,035,050 47,051,714 5.82
2(H)1 ........................................ ................................... 0,015 ,513 725,000 432,250 8,072,703 7.430,573 1,10 7  590 41,218,080 •10,87.2,219 0.17
2IHI5 ............ 705,000 340 781 8,(08,208 7,482,300 1,107,500 43 ,5 11,0 12 62,101,803 0.13
21X!U......................................... ................................... 0,958,050

..................................  5,821,325
800,000 250,350 8,108,000 7,515,37 J 1,107,590 45,937,108 51,020,377 0.74

21X17 ........................................ 875,(XX) 15 8 ,112 0,857,437 0,002,800 1,030,005 48,105,218 55,028,082 8 .11
21X18 ........................................ •100,000 ..8,581 1,0 10 ,0 18 1,501,200 530,057 51,177 ,702 63,302 050 27.38
21X10 ........................................ 56,000 0,250 01,260 L’2,087 64,001,(108 61,003,005 882.57

( I )  llnvim m m  nru nut of all hum and expanses on u fisunl yuur lutein.
Ilepresuiils revenues from the hums iipproprlnlotl to thu Authority , ivut of ull feus, plus uslimutud holding puriud Intermit aaluulalud at 6.6% and o ilier ruvunuus. I'rlnulpal 
nod inturun uo hums dcliiiipiuiit more than 00 days nru not inolodud. Th is uoliinm inchidus Small liusinuss Adm inistration Ionu rupnymuuts.

(3) liiolmlus income from iovusiiiiunl of eorlnin nseuts nod uxcoas out ruvunuus of thu Authority at uo assumed rate of 6.60% compounded annually for periods nflor
Ducundiur I , 1082.

( I)  There nru curruntly uiitslunding $0,036,000 principal amount of Eoonoiido Duvulopinunl llonds tvhiuh may hu (endured for pnyinunt by thu holders thuraof commencing
on April I , 1087. If ull of such llonds wuru tendered on April I , 1087 uslimutud uovurugo for the period ending mi Ju n o  30, 1087 would dcclino from 3.11) to 2 .2 1. Ilowuvur, 
(hu ruditulion in nnniinl dulil survicu roipiiroinuiitjt thuronftur would rusuli in higliur covorngo multiple's than tlii.su shown nliovu.



DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY

Position Paper

Sponsor Substitute for House Bill Number 22

We appreciate the opportunity to comment on SSHB22. Tne effect of the bill 
would be to preclude utilizing the credit of the Authority for any loan in 
which the applicant was not a resident of the state. The current statutes of 
the Authority require that the "project" be located \7ithin the state 
(44.88.070). The purpose of the Authority is to promote, develop and advance 
the general prosperity of the people of Alaska. By having "non-resident"
corporations construct facilities within the state and accordingly have the 
construction and operation employment within the state seems an appropriate 
way of furthering that purpose.

SSHB22 does not define residents' so regulations would be needed. The 
constitutional questions regarding residency are well known and to what extent 
regulations could limit residency and still pass a legal challenge are 
unknown. A considerable portion of the benefit of utilizing financing though 
the Authority is obtained by Federal law regarding tax-exempt ion. ^ I t — is 
possible that a definition of residency would have to be of a very short 
duration in that the benefits flow from federal legislation.

A  review of our loan report indicates that out of 266 loans that pledged the 
full faith and credit of the Authority 6 were to possible non-residents.
These 6 loans supposedly created or retained 65 jobs within the State of 
Alaska.

i

While we certainly understand the desire to ensure that benefits of the 
program are provided to Alaskans, rather than outside corporations, w e  believe
that the present program already generates this result.

Richard A. Lyon, Commissioner

Date
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A LA SKA  INDUSTRIAL DEVELOPMENT  AUTHORITY

Department of Commerce & Economic Development 
Alaska Industrial Development Authority

Position Paper 
House Bill No. 26

Thank you for the opportunity to comment on HB 26. This bill changes 
the Statutes of both the Alaska Industrial Development Authority as well as 
the Alaska Permanent Fund. Our comments will consider the impact only on the 
authority, as we assume the Permanent Fund will be presenting their own 
testimony on the bill.

The initial effect of this bill is that any qualifying business having 
an outstanding loan with an interest rate in excess of 10.9% will seek 
refinancing under the program. As the interest rate on an eligible loan is 
set at the lesser of 10.9% or 1% above prime, should the prime rate fall below 
9.9% the demand for refinancing will be correspondingly greater. Furthermore, 
any new qualifying borrowers would undoubtedly prefer this program over 
existing higher priced alternative finaLcing. It is impossible to accurately 
estimate volume,, but it seems reasonable to expect that within two years the 
25% Permanent Fund allotment will have beer exhausted, and the program will be 
reduced to a much lower level (25% of annual Permanent Fund Contributions).

Another possible effect of the interest rate ceiling is that if the
prime rate drops below 9.6%, AIDA would have to begin subsidizing loans. For 
instance, if prime is 9%, then the loan rate is 10%, with .6% going to a bank
for servicing fees, and 9.4% going to AIDA. However, AIDA is required to pay
10% to the Permanent Fund on its bonds, or a los.? of .6%.

Another feature of the bill is that it appears to preclude AIDA from 
making any credit decisions on loans, but rather requires that the authority 
purchase any loan that a bank certifies is eligible.

Tie combination of the above factors, when coupled with the requirement 
that these loans must be guaranteed by the authority most likely mean; that 
AIDA will no longer bu able to issue any other bonds based on the general
obligation of the authority. This results from the fact that the general 
credit worthiness of the authority will have been so weakened that it will no 
longer be possible to sell bonds at any reasonable rates.

Unfortunately, this bill seems to follow the historic patterns of State 
loan programs. Phase one begins with a program put in place that provides a 
source of funds requiring no ongoing subsidy yet structured to provide an 
attractive interest rate to borrowers. Phase two is the expansion of a 
successful program to include other forms of borrowing and allow a larger 
number of individuals access to the program, often with some form of slightly 
below market interest rates. Phase three is additional liberalization and

1577 "C ”  STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1651



subsidization resulting in a massive increase in loan volume. This is 
eventually followed by Phase four, the demise of the program brought about
because of the now large costs that can no longer be sustained.

In our opinion, not only does the bill jeopardize the continued useful 
functioning of one of the authority's main programs, it does not appear to be 
necessary. Presently the authority can finance a significant portion of 
small business expansion with tax-exempt bond financing. For much of the
demand for financing that is ineligible for bond financing, the authority
also has the small enterprise loan account (AS 44.88.156).

This program provides funds ($47 million thus far) for business
refinance, working capital, inventory, acquisition and expansion of
business. First lien position is not required since these loans are
guaranteed by the federal government. Banks and financial institutions
originate the loans and the authority purchases the guaranteed portion
without underwriting delay. The interest rate is fixed and the loan term may 
be as long as 25 years and may be prepaid without penalty,. The maximum loan
is $500,000', however, there is no limit as to the number of loans a business
may have. The authority collects no fee and the banks are allowed a 1 or
1-1/2 percent fee depending on loan size. The authority's interest rate is
set as the A a  corporate bond rate, which is currently 12.25%.

A1 h ough this program is not as lucrative to a borrower as the
proposed program, it does provide for a wide variety of financing uses at a 
competitive interest rate, and, further, is a sustainable program that
complements, rather than jeopa-dizes othei programs of the authority.
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H ave yo u  cvsr been co n v icted  o f a m isdcm oa'io r w ith in  the oast five years or a fe lo n y  w ith in  the past ten years? C  Y E S  X Jw N O

If " Y E S " ,  e x p lim  the c ircu m stan ce s o n  a separate sheet o ' paper and  attach  it to th is a p p lica tio n . A  co n v ic t io n  is not necessarily g roun d s for 

d isq u a lil ic a t io n . T h e  n u m ber o f co n v ic t io n s , natu re , recency and re la tio n sh ip  to the b o ard  p o sitio n  ap p lied  for w ill be evaluated and a d ete rm in a tio n  

w ill b e  m ade a fte r a rev iew  o f a ll re levant facts.

A n o lic y  in the G o v ern o r's  O ff ic e  p arta in ing  to boards and com m issions is that a m em ber attend  a t leas. 75%  of the m eetings. A re  th ere  an y  c ircu m stan ces  

m e ith e r yo u r professional or persona.' life  w h ich  w ould  prevent yo u  *rom  p artic ip a tin g  at the req u ired  au th o rire d  m eetings? H ^ Y E S  D  N O

If " Y E S " ,  exp la in  on  a separate sheet of p.;per and attach  to this ap p lica tio n .

Tins r uoiticm m ay req u ire  that the m em ber travel to either urban or ru ra l lor b o th l areas. A re  there a n y  c ircu m stan ces w h ich  w ould preven t y o u  from  

p artic ip atin g ?

NO
C O N F L I C T S  O F  I N T E R E S T .  C e rta in  U oards and Com m issions req u ire  fu ll d isc lo su re  of personal f in a n c ia l data  under A S  3 9 .5 0  0 1 0 . If req u ired  for .h e  

B oard  o r C om m iss io n  lo r w h ich  yo u  a rc  a p p ly in g , are yo u  w illing  tr, d o  so? CD y e S  K X n O

C o u ld  you or a n y  m em ber o f y o u r fa m ily  bo a lfc c tc d  financia lly  bo d ec is io n s to  b e m au e b y  the B o ard  o r C o m m iss io n  for w h ich  y o u  havo a p p lie d ?

□  Y E S  £ ? N O  If  " Y E S " ,  e x p la in .

Th e  O ff ice  nf the G ove rno r  w i l l  no t  d is c r im in a te  against an ap p l i c a n t  fo r  a B o a rd  or C om m is s io n  b ased  on  S e x ,  A g e ,  Nat iona l O r ig in ,  Mar i ta l S ta tu s ,  
P r e g n an c y ,  H and icap ,  I fc ligion or P a r e n th o o d .

P o sit io n  tor w h ich  I am  a p p ly in g :

B o a r d  of B a r b e r s  a n d  H a i r d r e s s e r s
Please list an y  other Board  or C o m m iss io n  on w h ich  you serve:

C a r o l y n  S. J a n z e n

Previous N ame applied under

Mailing Address

SR Box 2 5 8 6 - A

R esidence Address

C ity , State and Z ip  C o d e

A n c h o r a g e , A K  9 9 516
H o m e Teleo none

3 4 4 - 9 8 8 5

Business or Message T e lep h o n e

3 3 7 - 1 2 4 4

R E P O R T  A D D R E S S  A N D  T E L E P H O N E  C H A N G E S  P R O M P T L Y

A S  39 0 5 .1 0 0  rr.quires that a person  

A re yo u  a registered vnt»?> rot Y E S

V o te r  R eg istration  N u m b er (O p tio n a l)

ap po inted  to a boatd or co m m issio n  be a registered voter b efo re  the last general e lection : 

□ 'IT)

D e m o c r a t  (HD #08) _ .
So c ia l S e c u r it y  N u ...b e r  (O p tio n al)

INSTRUCTIONS
A separate application is required for each position for which you apply. Complete and specific answers 
will a iJ in rapid and accurate processing o f your resumf. The initial determination of whether you 
qualify for the position pacified will be based on this application.
Please type or print legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

. . .  ..... ■ - ‘tv- ’r " '7™ '• ••

STA TE  OF A LA SKA
O FFICE OF THE GOVERNOR 

Pouch A Juneau, Alaska 99811

BOARDS AND COMMISSIONS RESUM E



T R A I N I N G  & E X P E R I E N C E :  ( I f  r e i um o  a t t ached ,  i :  i i  no t  necessary t o  c omp l e t e  i t ems A-D I

A . L ist  a n y  professional licenses, ce rt if ica tio n s , or registrations and dates o b ta ined  that m ay  be used as q u a lify in g  c rite ria ;

L i c e n s e d  H a i r d r e s s e r  - A l a s k a  
T r a i n e d  at  A n c h o r a g e  B e a u t y  F.chool

3. L is t  both form al and in fo rm a l ed u catio n  and tra in ing  exp eriences: (U se  ad d itio n al paper if nec*»??3f'v)

H i g h  S c h o o l  g r a d u a t e

C . L is t  any c o m m u n ity  service p o sitio n s, m un ic io al governm ent positions, state p o sitions held , and list an y  aw ards received . These in c lu d e  b o th  com pensat | 
and uncom pensated  p o sitio n s (for exam p le , president of a serv ice  org an isatio n  or a m a y o r l. A lso  in c lu d e  length of tim e served in the p o sitio n s.

N / A

D. Em p lo ym en t  work h is tory :  p a id ,  unpa id  or vo lun t j rv :(U to  add i t iona l  paper if necessary)

O w n e r / o p e r a t o r  - H a i r  Ra c k  for 4 y e a r s

T h e  O ffice  o f the G o v ern o r and the S ta te  of A laska  have an A ff irm a tiv e  A c tio n  Eq u a l E m p lo y m e n t  O p p o rtu n ity  Program . T o  assist 11  the p ro q ram . yo u  
ere asked to v o lu n ta t .lv  jn s w e r  the fo llo w in g  q uestions to prov ide the in fo rm atio n  necessary tor rep o rtin g  purposes. U n der S tate  and Fe d e ra l la w , the  
in fo rm atio n  yo u  provide w ill not be used to illeg ally  d iscrim in ate  against yo u .

S E X  

C] Male 

Fem.i ln

ET H N IC  B A C K G R O U N D
White □  B lack O  Hispanic  O A laska  Nativu Asian or Pac if ic  Is lander □ Amer ican  Indian

M i l i tary  Service (If apphcablo . give datos)
N / A

Date of Birth
1 1 / 0 5 / 4 2

C E R T I F I C A T IO N :  I swear  that the  in fo rm a t ion  I h ave  entered on this fo rm is t rue  to the  best o f  m y  kn ow le d g e .  I unders tand  lh a t  if I d e l ib e r a t e l y  
c on ce a l  or en te r  fa lse in f o rm a t i o n  on th e  fo rm  m y  app l ic a t ion  m a y  be  r e a c t e d ,  I m a y  be  r em oved  f rom  the list of e l ig ib le  c an d id a t e s  or I m a y  be  
remo ' ed from  the  po s i t i on .  I ag ree  tha t  the O f f ic e  o f  the Governor m a y  c on ta c t  present  o r  fo rmer em p lo y e r s  or o ther  persons w h o  k n o w  m e  to 
ob ta in  add i t iona l  in fo rm a t ion  a b o u t  m y  sk i l l s  and  ab i l i t i es .  I u nde r s tand  that th e  in fo rm a t ion  on th is  app l i c a t io n  is pub l ic  in fo rm a t ion  an d  m a y  
h e  re leased through a legal r equ e s t  fo r  su ch  in fo rm a t ion .

Signature  In Ink Data

0 1 - 0 1 2 ( 1 / 3 1 )  Back



B I L L  S H E F F I E L D

t c a V C B N O R

R

T O  o 3

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

dpricz cf t*-»c :-:\erndr 
J  r  n r. a t*

F e b r u a r y  3, 1984

The H o n o r a b l e  Joe L. H a y e s  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9981]

D e a r  R e p r e s e n t a t i v e  Hayes:

P u r s u a n t  to a p p l i c a b l e  law, I s u b m i t  t h e  f o l l o w i n g  n a m e s  
for l e g i s l a t i v e  c o n f i r m a t i o n  of a p p o i n t m e n t  to the 
p o s i t i o n s  noted:

B O A R D S  A N D  C O M M I S S I O N S  

(with A p p t / * R e a p p t / T e r m )

A l c o h o l i c  B e v e r a g e  C o n t r o l  B o a r d

* P e r k i n s ,  J a n e  - N o m e ,  8 3 / 1 0 / 1 9  - * 8 4 / 0 1 / 3 1  - 8 7 / 0 1 / 3 1

A r c h i t e c t s ,  E n g i n e e r s  i* L a n d  S u r v e y o r s ,  S t a t e  B o a r d  of

[^•lenzies, M a l c o l m  - J u n e a u ,  8 3 / 1 0 / 1 9  - 8 6 / 0 7 / 0 1  
S a m p s o n ,  S a n d r a  - A n c h o r a g e ,  8 3 / 1 0 / 1 9  - 8 9 / 0 7 / 0 1

B a r b e r s  & lie i r d r e s s e r s , B o a r d  of

A s h c r a f t ,  L e t h a  - A n c h o r a g e ,  8 3 / 1 0 / 1 9  - 8 6 / 0 7 / 0 1  
t J a n z e n ,  C a r o l y n  - A n c h o r a g e ,  8 3 / 1 0 / 1 9  - 8 4 / 0 7 / 0 1  
S l a v e n ,  R o g e r  - K e t c h i k a n ,  8 3 / 1 0 / 1 9  - 8 6 / 0 7 / 0 1

C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n

Smith, P h i l i p  - A n c h o r a g e ,  8 3 / 0 8 / 1 9  - 8 7 / 0 7 / 0 1

D e n t a l  E x a m i n e r s ,  B o a r d  of

/✓Buxton, D D S , P a u l  - S o l d o t n a ,  8 3 / 0 9 / 2 1  - 8 7 / 0 2 / 0 1  
Z e m i i c k a ,  DDS, J e r r y  - J u n eau, 8 3 / 0 9 / 2 1  - 8 5 / 0 2 / 0 1



P a g e  2 F e b r u a r y  3, 198 4

E d u c a t i o n ,  B o a r d  of

* K i t o ,  S a m  - A n c h o r a g e ,  8 2 / 1 2 / 2 8  - * 8 4 / 0 1 / 3 1  - 89/ 0 1 / 3 1  
* S c h a e f f e r , M a r y  - K o t z e b u e ,  8 2 / 1 2 / 2 8  - * 8 4 / 0 1 / 3 1  - 
8 9 / 0 1 / 3 1

F i s h e r i e s ,  B o a r d  of

A n g a s a n ,  V a l  - D i l l i n g h a m ,  8 4 / 0 1 / 2 3  - 8 6 / 0 1 / 3 1  
B l a k e ,  R o b e r t  - C o r d o v a ,  8 3 / 0 7 / 2 0  - 8 5 / 0 1 / 3 1  
B o n n e y ,  B i x  - A n c h o r a g e ,  8 3 / 0 7 / 2 0  - 8 6 / 0 1 / 3 1  
F o s t e r ,  J e s s e  - Q u i n h a g a k ,  8 3 / 0 7 / 2 0  - 8 6 / 0 1 / 3 1  
G a r n e r ,  J o h n  - J u n e a u ,  8 4 / 0 1 / 2 3  - 8 7 / 0 1 / 3 1  
J o l i n ,  R o n  - K o d i a k ,  8 4 / 0 1 / 2 3  - 8 7 / 0 1 / 3 1  
M u s e t h ,  J e r e n e  - J u n e a u ,  8 4 / 0 1 / 3 1  - 8 7 / 0 1 / 3 1

J u d i c i a l  C o n d u c t ,  C o m m i s s i o n  on

D a l e ,  B a r b a r a  - J u n e a u ,  8 3 / 0 8 / 3 1  - 8 6 / 1 2 / 3 1  
L i n c o l n ,  G e o r g i a n n a  - F a i r b a n k s ,  8 3 / 0 8 / 3 1  - 8 5/12/31

J u d i c i a l  C o u n c i l

M u r r a y ,  R e n e e  - A n c h o r a g e ,  8 3 / 0 8 / 0 8  - 8 9 / 0 5 / 1 8

M a r i n e  P i l o t s ,  B o a r d  of

■v?
B r a d y ,  J u d i t h  - A n c h o r a g e ,  8 3 / 1 2 / 0 2  - 8 7 / 0 6 / 0 1  
H o d g m a n ,  J a m e s  - K e t c h i k a n ,  8 4 / 0 3 / 2 3  - 8 7 / 0 6 / 0 1

N u r s i n g ,  B o a r d  of

H-£rtz, RN, Ly n n  - A n c h o r a g e ,  8 3 / 1 0 / 1 9  - 8 8 / 0 3 / 3 1  
-''Solomon, A l i c e  - B a r r o w ,  8 3 / 1 1 / 2 5  - 86/1 3/31

N u r s i n g  H o m e  A d m i n i s t r a t o r s ,  B o a r d  of

D e a t e r ,  E l o i s e  - A n c h o r a g e ,  8 3 / 1 2 / 2 7  - 8 5 / 1 0 / 0 1

P e r s o n n e l  B o a r d

H u m p h r i e s ,  B e n  - A n c h o r a g e ,  8 3 / 0 8 / 2 3  - 8 8 / 0 6 / 2 0  
J o h n s o n ,  M a r l e n e  - H o o n a h ,  8 3 / 1 0 / 1 9  - 8 6 / 0 6 / 2 0

P h a r m a c y ,  B o a r d  of

\ D o n e l s n n ,  J o y  - A n c h o r a g e ,  8 3 / 1 2 / 2 7  - 8 6 / 0 3 / 3 1  
‘'Niel s o n ,  C h r i s t y  - F a i r b a n k s ,  8 3 / 1 2 / 2 7  - 8 7 / 0 3 / 3 1



 . • '

P a g e  3 F e b r u a r y  3, 1984

P r o f e s s i o n a l  T e a c h i n g  P r a c t i c e s  C o m m i s s i o n

A d k i s o n ,  P e r r y  - D i l l i n g h a m , 8 3 / 1 0 / 1 9  - 8 6 / 0 7 / 0 1  
J o r g e n s e n ,  S p i k e  - Tok, 8 3 / 1 0 / 1 5  - 8 6 / 0 7 / 0 1  
N e l s o n ,  J a m e s  "Tom" - A n c h o r a g e ,  8 3 / 1 0 / 1 9  - 8 6 / 0 7 / 0 1  
R y a l s ,  K a r e n  - J u n e a u ,  8 3 / 0 9 / 2 3  - 8 5 / 0 7 / 0 1  
T r e n t ,  D a r l e e n  - A n c h o r a g e ,  8 3 / 1 0 / 1 9  - 8 4 / 0 7 / 0 1  
V a n  F l e i n ,  M a r g a r e t  - F a i r b a n k s ,  8 3 / 1 0 / 1 9  - 8 4 / 0 7 / 0 1

R e a l  E s t a t e  C o m m i s s i o n

Anaer.s, Ed - F a i r b a n k s ,  8 3 / 1 2 / 0 2  - 8 7 / 0 1 / 3 1  
B^iTson, J o h n  - K e t c h i k a n ,  8 3 / 1 0 / 1 9  - 8 5 / 0 1 / 3 1  
C o l l i n s ,  L a V e r n e  - A n c h o r a g e ,  8 3 / 0 5 / 2 0  - * 8 4 / 0 1 / 3 1  - 
8 8 / 0 1 / 3 1
Serrano., G i l b e r t  - E a g l e  River, 8 3 / 1 0 / 1 9  - 87/01 /31 

W o r k e r ' s  C o m p e n s a t i o n  B o a r d

Pruhs, D e l i a  - F a i r b a n k s ,  8 3 / 0 8 / 1 9  - 8 6 / 0 7 / 0 1  
R i c h a r d s ,  D a v i d  - J u n e a u ,  0 3 / 0 8 / 1 9  - 8 6 / 0 7 / 0 1  
T h o m a s  (II), J o e  - F a i r b a n k s ,  8 3 / 0 8 / 1 9  - 8 4 / 0 7 / 0 1  
T h o m p s o n ,  J a c k  - A n c h o r a g e ,  8 3 / 0 8 / 1 9  - 8 5 / 0 7 / 0 1

S i n c e r e l y ,

B i l l  S h e f f i e l d  
C : .s r n c r

*
\
\



STATE OF ALASKA

O FFICE OF THE GOVERNOR 
Pouch A Juneau, AlasLa 99811

BOARDS AND COMMISSIONS RESUME

INSTRUCTIONS
A separate application is required for each position for which you apply. Complete and specific answers 
will aid in rapid and accurate processing of your resumf?. The inicial determination of whether you 
qualify for the position specified will be based on this application.
Please type or print legibly in ink. Pcw ard  to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

Po sition  lo r w h ich  I am  ap p ly in g ;

B a r b e r  and H a i r d r e s s e r s 1 B o a r d

Please liar an y  otner Board  nr tVtmmi>.” -nn on w fveh  servo:

Previous Nam e applied  under

LETHA BRAY ASHCRAFT
M ailing Address

3609 Riahraond A v e n u e , Anch, A K  99504

R esid en ce  A ddress

Same

A n c h o r a g e ,  A K  99504

Horne T e lep h o n e Business or Message T e lep ho ne

REPO RT ADDR-ESS AND TELEPHO NE CHANGES PROMPTLY
A S  3 9 .0 5 .1 0 0  ro cu ire s  that a person ap po inted  to a board or co m m issio n  bo a registered voter b efo re  the last general e lection

,rc you a registered enter’  Q  V E S  Q  NO

V oter R eg istratio n  N i.tnt.or (O p tio n a l) S o c ia l S c c . r i t y  N um ber (O p tio n al)

Havo yo u  ever been co n v icted  of a m isdem eanor w ith in  the past five  yea rs  or a Ic lo n y  w ith in  thu past ten years? L J  Y E S  1—1 N O

il  " Y E S " ,  e x p la in  thu c ircu m stan ce s on a separate sheet of paper and attach  it to this a p p lica tio n . A  co n v ic t io n  is not necessarily  grounds for 

d isq u a lif ica tio n . The num ber of co n v ic t io n s , natu re , recen cy  and re la tio n sh ip  to thu board  p o sition  ap p lied  for w ill be evaluated and a d ete rm in a tio n  

w ill bo m ade after a rev iew  of a ll re levant facts.

A p o licy  in  t i . i  G o v e rn o r's  O ff ic e  p erta in in g  to b o a rd , and co m m issio n s is that a m em ber attend  at least 75%  of the m eetings. A re  there a n y  c ircu m stan ces  

in e ither yo u r p rofession al or pursonul life  w h ich  w  ,u ld  pinvonf yo n  from  p a it ic ip a tin g  at the required  au th o rized  ineotm gs? CD Y E S  I—1 N O

If ' Y E S " ,  exp la in  on  a su p jra tc  shorn o l  paper and attach  10 th is ap p lica tio n .

This position m ay ru q u n e that the m em ber travel to e ither urban or rural (o r b o th ) areas A re  there an y  c ircu m stan ces w h ich  w o u ld  prevent yo u  front  

particip atin g ? f]o

C O N F U  J T S  O F  I N T E R E S T  C e rta in  Boards and C om m iss io n s req u ire  fu ll d isc lo su re  of personal fin an c ia l data under A S  3 9 .5 0 .0 1 0 . If req u ired  for the 

Board or C om m iss io n  for w h ich  yo u  are a p p ly in g , are you w illin g  to d o  so? i ^ Y E S  CD N O

Could  yo u  or urn 

□  Y E S

lum ber of y o u r fam ily  b e a ffected  f in a n c ia lly  bo d ecis io ns to tie m ade b y  ihe  B o ard  or Co m m iss io n  for w h ich  yo u  havo ap p lie d ?  

N O  If " Y E S " ,  e xp la in .

Th e  O ff ic e  o f  the Governo r  wi l l  no t  d is c r im ina te  ag a ins t  an app l i c an t  f o r a Boa rd  or C om m iss io n  based  on S e x ,  A g e ,  N a t io n a l  Orig in , Marita l S ta tu s ,  
P r egn an cy ,  H and ic ap ,  f r l i g i o n  or P a ren thcnH .



T R A IN IN G  &  E X P E R I E N C E :  ( If  resume .attached, it is not necessary to c om p l i t o  items A-D)

A. L is t  an y  professional licenses, ce rt if ica tio n s , or reg istrations and dates o b ta ined  th at m ay  be used as q u a lify in g  c rite r ia :

S t a t e  of A l a s k a  H a i r d r e s s e r  & C o s m e t o l o g i s t  I n s t r u c to r ,  o w n e r  and o pe r a t o r  

licenses. 1963*'*S3

Q. List bo th  fo rma l and in forma l educat ion  and training exper iences :  fUso add it iona l paper if necessary)
SEE A T T A C H E D  .RESUME

C . L is t  a n y  co m m u n ity  serv ice  p o sitions, m u n ic in a l governm ent p o sitions, state p o sitions h e ld , and  list an y  aw ard s rece ived . Th ese  in c lu d e  both  com pensated  
and uncom pensated  p o sitions (for exam p le , president ot a  service o rg an ization  o r  a m a y o r). A lso  in c lu d e  lengtn of tim e served in the p o sitio n s. [

SEE A T T A C H E D  R E S U M E

O. Em p lo ym en t  w o rk  h is tory :  pa id ,  unpa id  or vo lun tary : 1U se  add it iona l paper if necessary)

S E E  A T T A C H E D  R E S U M E

T he O ffic e  of the G o v ern o r and the S la te  of A laska  have an A ff irm a tiv e  A c tio n  E q u a l E m p lo y m e n t  O p p o rtu n ity  Program . T o  assist 1,1 the pro g ram , you  
are asked  to v o lu n ta r ily  answ er the fo llo w in g  q uestions to prov ide the in fo rm a tio n  necessary tor reporting  pu rpo ses. U n der S ta te  and Fed era l law . the  
in fo rm atio n  you p rov ide w ill not be used to illegally  d isc rim in ate  against yo u .

SEX

La Mali)

ty l  F em n lq

ET H N IC  B A C K G R O U N D  
X P  Whito Q  Black C] Hispanic  0  A la ska  Native
R e s i d e n t  of A l a s k a  s ince 1946----37

O  Aslan  or Pac if ic  Is lander
v e a r s

Q  Amer ican  Ind ian

D i lo o l  Birth
14 J une 1944

Mili tary Sorvico (If opphcoblo , give dates)
N c n e

C E R T I F I C A T IO N :  I swear  that the in fo rm a t ion  I h ave  en tered  nn this form is true tn the best nf m y  k n ow le d g e .  I u nder s tand  that if I d e l ib e r a t e ly  
c on ce a l  or enter (also in fo rm a t ion  on the  fo rm  my  app l i c a t io n  m ay  be re je c ted ,  I m a y  be  r em ov ed  f rom  the  l ist o f  e l ig ib le  c an d id a t e s  or I m ay  be 
r em ov ed  (rom the  p o s i t ion .  I agree that the O f l i ce  o f  the Governor m a y  c on ta c t  p resen t  or fo rm er  em p lo y e r s  o r  o the r  pe r son s  w h o  k n o w  me to 
ob ta in  add i t iona l  in fo rm a t ion  ab ou t  m y  sk i l l s  and ab i l i t i es ,  I u nder s tand  that the  in f o rm a t i o n  on this ap p l i c a t io n  is pub l ic  in fo rm a t ion  an d  m ay  
be re leased th rough  a legal request  for such  in fo rm a t ion .  »

Signature lA Ink X Z

_ c A.
0 1 - 0 1 2 1 1 / a y )  Bock• 0 1 2 t 1 / a y )  Back
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Date 9 F e b r u a r y  1983



PERSONAL DATA

LETHA BRAY ASHCRAFT 
3609 Richmond Avenue 
Anchorage, AK 99504 
907-277-921 9

LETHA BRAY ASHCRAFT was raised in Anchorage and was educated in the 

Anchorage School System. She has been an Alaskan resident since 1 946. Her 

initial cosmetology training was taken at MAXINE'S BEAUTY COLLEGE, 1010 

Fireweed Lane, Anchorage, Alaska. She then took advance training at BEETCH'S 

BEAUTY COLLEGE in Enid, Oklahoma. Letha worked as a cosmetologist for 

several years while continuing her advanced training to become a licensed 

cosmetology instructor.

She has served as an instructor for several beauty colleges. She feels that 

membership In professional organizations is an important part of any cosmetologist's 

career. She has been a member of Anchorage Affiliate 1)293 and a member of the 

Alaska State Hairdresser 6 Cosmetologists Association since 1 963. During that time 

she has served in many capacities, among these are: Alaska State Styles Director 

and Chairman of the Alaska State Hair Fashion Committee. As a member of the 

National Hairdressers and Cosmetologists Association, she has f many national

conventions and shows both as a participant, delegate and as a c* . ion instructor. 

In 1 975, she became Alaska's first representative on the Official Hair Fashion 

Committee. She is extremely interested in helping Alaskans keep up-to-date with 

the latest trends in hair styling. Membership on the OHFC of America is based on a 

comprehensive three-day competitive examination. The committee is not only honorary, 

but serves as the educational body to relay the current trends to each state. Member­

ship on the committee also makes the individual member eligible to serve as a guest 

artist for any state hairdresser & cosmetologists convention.

Letha was the owner of the Nordstrom Beauty Salon from 1 975 til 1 982. She is 

married and has two children.



yi < PERSONAL DATA SHEET

L E T H A  B R A Y  A S H C R A F T  
3609 Ric hmo nd  A v e n u e  

A n c h o r a g e .  Al a s k a  99504

ED U CATIO N  •:
1962 G ra d u a te d  from East  A n c h o r a g e  H i g h  School.
1963 G ra d u a te d  from M a x i n e ' s  B e a u t y  Col lege ,  A n c h o r a g e ,  A K .
1963 Received State  o f  A ld sk a  O p e r a t o r ' s  License.
1964 Received S tate  o f  A l a s k a  M a n a g e r ' s  Licen se .
1964 Received 400 hours o f  i n s t r u c t o r  t r a i n i n g  at  B eetc h 's  

B e a u t y  Col lege,  E n i d ,  OK th e n  r e t u r n e d  to A n c h o r a g e  
to complete 200 h ou r s  o f  i n s t r u c t o r  t r a i n i n g  at M a x in e 's  
B e a u t y  Col lege.

1965 Received State o f  A l a s k a ' s  I n s t r u c t o r ' s  Licen se .
1973 Rp-.eived St ate  o f  A l a s k a ,  D e p a r tm e n t  o f  E d u c a t i o n ,  T e a c h e r

C e r t i f i c a t e ,  T y p e  D, V o cat io na l  T 5 l ,  ( C o s m e t o l o g y ) .

A D D IT IO N A L  ADVANCED  T R A IN !NGj
1964 Raphal (O f f ic ia l  H a ir  F a s h io n  Committee o f  U . S . )
1964 B u d d y  F ranc is  ( O f f i c i a l  O H F C  O F  U . S . )
1964 Grace D oran (O f f ic ia l  O H F C  O F  U . S . )
1965 Otto  o f  V i e n n a  ( O f f ic ia l  O H F C  O F  U . S . )
1965 Sim Simpson ( O f f ic ia l  O H F C  OF U . S . )
1965 Leo Passage (O H FC  OF U . S . )
1966 Sal ly  Ponce ( O H F C  O F U . S .  6 U . S .  O L Y M P I C  T E A M  T R A I N E R )
1966 Peter  H a ntz  ( O H F C  o f  U . S . )
1965 Sa lva to re  ( O H F C  OF U . S .  & O r i a i n a t o r  o f  T r e n d  S e t t e r  M etho d )
1967 Vera  Sl a ter  ( O H F C  o f  U . S  & U . S .  O L Y M P I C  TEA M  T R A IN E R )
1968 JHeri  R e d d i n g  ( R e d K e n  S em in ar)
1963 Paul M o r r e y  ( O H F C  o f  U . S  & O ly m p ic  Team A l t e r n a t e )
1969 Paul M o r r e y  ( O H F C  o f  U . S  & O ly m p ic  Team A l t e r n a t e )
1969 Jay A u s t i m u h l  ( O H F C  o f  U . S . )
1969 Leona rd  B e n n e r  ( O H F C  o f  U . S . )
1970 Paul M o r r e y  ( O H F C  o f  U . f  & O ly m p ic  Team A l t e r n a t e )
1970 Mar y Lou A u g u s t i n e  ( D i r e c t i o n a l  H a ir  De s ig n  O r i g i n a t o r )  ( O H F C )
1970 Bi ll  Vv r i g h t  ( O H F C  o f  U . S )
1970 B e r n a r d  de J a r d i n e  ( O H F C  o f  U . S )
1971 Paul M o r r e y  ( O H F C  o f  U . S .  & O ly m p ic  Team A l t e r n a t e )
1971 Gaines P ress le y  ( O H F C  c f  U . S . )
1972 E s th e r  R i c h a r d s o n  (O H FC  o f  U . S )
1972 Don C a r r  ( P i v o t  Point  I n t e r n a t i o n a l  T r a i n i n g  D ir e c to r )
197/ Ala n  T h a y n e  (AK  S tate  H a i r  Fa sh io n  C o m m i t t e e / C u r r e n t

T r e n d s  and P iv ot  Po in t  T r a i n i n g . )
1973 Alan T h a y n e  (A K  State O H F C — C u r r e n t  T r e n d s  & P iv o t  

Point  T r a i n i n g . )

1973 Paula Ke nt  ( R e d K e n  S e m i n a r ,  S eat t l e ,  VVA)



LETHA BRAY ASHCRAFT
Pe rsona l  Data Sheet
19 August  1979

ADDITIONAL ADVANCED TRAINING:

1973 Don Morris (RedKen Seminar)
1973 Tony Beckermari (Vidal Sasson Haircutting Techniques)
1973 Ditmar Planer (European Styles Director for Pivot Point)
1974 Alan Thayne (AK State OHFC Styles Director)
1974 JHeri REdding (Jherimack Seminar)
1974 Theresa Pupilli (OHFC of U .S .—Received my first seal

towards Pivot Point Master Hair Designer DegreefApril)
1974 Received Masters Degree in Quick Service (May)
1974 Received training in European Techniques in Haircutting

from Don C arr, (OHFC of U .S . & International Director 
of Training for Pivot Point) (December)

1974 Attended fall 5 winter release at annual convention of 
NHCA at Dallas, Texas.

1975 (Jan) Michael Nealeigh (Director of Education & OHFC)
Received training "Skin Cart and Make-Up"
Margaret Vinci Heldt (O'riFC) "Quick Service Techniques" 
Richard Hertel (OHFC) "State & National Competition" 
Leslie Bryner (OHFC) "Guide to Coiffure Creation"
Reba Roy (OHFC) "Guide to Coiffure Creation"
Michael Nealeigh (OHFC) "Advanced Techniques in 

Permanent Waving & Creative Hair Coloring"
Lyal McCaig (OHFC) "Short Looks Hair Fashion"
Michael Taylor (OHFC) "Empahsis on Fashion Form 

Haircutting"
Attended the L .A . California Convention "Total

Fashion Release for Sprino & Summer of 1975"
Took THE OFFICIAL HAIR FASHION COMMIITTEE OF

THE U .S . competitive examination and was admitted 
as a member of the Official Hair Fashion Committee 
of the U .S ."  The only member from ALASKA.

(Feb) Jim Ramona (RedKen Educator) "Structure & Chemistry 
of the Hair"

Denise McCloud (AK HFC & State Styles Director)
"Spring & Summer Release for 1975"

(Mar) Don Carr (OHFC) "Unisex Haircutting & Advanced 
Permanent Waving."

1976 Attended the National Convention 8 Classes at Omaha, Nebraska
Was a member of the OHFC qualification examination committee. 
Took the following training:

"Master Judging Symposium" Vera Slater (OHFC)
"OHFC Continuing Education Day" taught by the 

National Coiffure Design Committee composed 
of Sue Lack, Hayden Hitchcock, Jackie Holt, 
and Matt Mattison.

"State Hair Fashion Committee Seminar" CDC Committee 
"NHCA Legislative Seminar" Doris Vernon



LETHA BRAY ASHCRAFT
Persona! Data Sheet
19 Augus t  1979
ADVANCED

1976

1977

1978

TRAINING CONTINUED:

''Creative Coloring" Evelyn Quick, John Desiderio,
Tom Emery, Bob Johnson (All OHFC 

"Progressive Perming" Barbara Leachman, Louis Schmidt,
Frank Friia , Lea Sterns (ALL OHFC 

"Skin Care-Face Color" Grace Dora:’/, Peg Guadian, Rita
Georais, Mary Francis Myer. 

"Progressive Education—Chemistry 191" Dorothy Wcllery 
"Progressive Education--lntro to Art Principles 102,

Lyal McCaig, Betty Bagwell 
"Spring 6 Sumner Release Class" "Premiere 2000: CDC Members
'Competition Contestant Class" Lyal McCaig (Nat'l Styles Director 
"Progressive Perming" Let/ma Ashcraft, Ray Macarenas,

Marilyn Wilcox, Sonny Stewart
S a n  Francisco C onvention:

"Art Principles 200" Max Matteson
"Sculpturing" Marguerite Buck
"OHFC Continuing Education"Lyal McCaig, Alida Wengang,

Michael Taylor, Shirley Gossett, 
Laslie Bryner 

"State Hair Fashion Committee Seminar"
"OHFC Qualifying Exavnination"Letha Ashcraft (OHFC)
"Competition Concepts" Lyal McCaig
"Fa!! 6 Winter Release Class" CDC Members
"Hair Color Concepts" Lois Lackey
"Art Principles 2Pi-212-2*3" Max Matteson
"Education Overview" Grace Doran Francis
"Concepts of Permanent, Waving" Rita Georais
"Special OHFC Seminar in Chemistry £ Nutrition at JHERIMACK.

"Models Committee" Letha Ashcraft, Linda Miller, Pear';
Lowman, Leila Cohoon, Joyce Smitn, 
Kathy Young, Dick Spencer,
Rita Georvais

"OHFC Education Day" CDC Members-John Amici, Olive
Benson, Richard Hertel, Michael 
Nealeigh

"State Hair Fashion Committee Seminar" CDC Members £
Dr. Everett G. McDonough 

"Hair Color Concepts" Lois Lackey £ Letha Ashcraft
"Skin £ Cosmetic Concepts" Raphael
"Chemical Control Concepts" Tom Serra, Tom Hayden, Charlene

Rusteberg, Barbara Leachman 
"Art in Commercial Hair Design" Marguerite Buck, Lyal McCaig 
"Dollars £ Sense for Hairdressers Seminar" David Bagwell 
"Competition Class" Leo Passage



LETHA BRAY ASHCRAFT
Persona l  Data Sheet
19 August  1979
ADVANCED TRAINING CONT'D:

1 978 (Ju ly) Attended NHFC National Convention at Atlanta,
Georgia and received the following training;
"OHFC CONTINUING EDUCATION" Coiffure Design Committee 
"State Hair fashion Committee Seminar" CDC Committee 
"Perrr. ment Waving concepts" Teresa Pupilli 5 Charlene

Rustenberg 
"Creative Coloring" Leslie Bryner 
"Skin Care Concepts" Denise Miller 
"rail £ Winter Release 1978-79" CDC Members 
''’Motivation Class" M.ichael Sweeney

"Nutrition" Michael Nealeigh
"Competition Concepts" Alida Miargang £ CDC Members

Attended all Alaska State Shows £ Conventions. Served 
as State Styles Director for 1976-77-78.

19/9 (January) Attended NHCA CONVENTION in LAS VEGAS.
"Hair Happenings Release" (OHFC MEMBERS) CDC COMMITTEE
"Hair Color Concepts" Leslie Blanchard
"OHFC Self-Education" Doris Williams, Leslie Blanchard,

Connie Rubin 
"Competition Class" Louise Cotter, Sam Cappelli 
"State Hair Fashion Committee Seminar"
"Skin Care Concepts" Luella Bailey
"Face Designs £ Make-up Concepts" Grace Doran
"Chemical Control: Permanent Wave Concepts" Bernard Des Jardins
"Nutrition for Beauty" Michael Nealeigh
"Art Principles" Carl Reese, Marquerite Buck
"Dollars £ Sense for Hairdressers" Peg Gaudian
"Cosmetic Chemistry for Pros" Art Smith

1 979 (Ju ly) Attended NHFC CONVENTION AT CHICAGO, ILL .
"OHFC HAIR HAPPENINGS" CEC Members 
"Hair Color Concepts" Michael Tayler £ Letha Ashcraft 
"Perming" Max Matteson 
"OHFC Seminar-SKIN" Luella Bailey 
"OHFC Seminar-MAKG-UP", Grace Doran 
"OHFC Seminar-COLOR", Michael Taylor £ Letha Ashcraft 
"State Hair Fashion Committee Seminar" Alicia Wiergang 
"State Hair Fashion Committee Participation C lass :, Alida Wiergang 
"Art Principles" Marguerite Buck 
"Dollars £ Sense" Jonnie McCoy
"Public Relations-How to Promote Yourself £ Your Business"

Sharon Esche 
"Gerontology" Jerri Redding 
"Competition" Bernard Des Jardine 
"Cosmo-Chemistry for Pros" Art Smith 
"Motivation" Mchael Nealeigh 
"Fashion Apparel for the Total Look" 
"Merchadising-Marketing-Retailing" Frankl Ljqubir 
"Model for National Coiffure Championship" Letha Ashcraft



LETHA BRAY ASYCRAFT
ADVANCED TRA IN ING (con td )

1930 January—attended the annual NHCA Educational Seminar held at Las Vegas,
Nevada and received the following additional training and assisted with the 
presentation of the program:

"Chemical Styling" Paul Barnes
"Color Clasics" Vincent Fnrricielli £ Letha Ashcraft 
"Long Hair Braiding 6 Weaving" John Marsala 
"Art £ Principles of Hair Fashion Illusion" Mario Caruso 
"Long Hair Balance £ Design" Don Estes
"Hair Fashion Direction for Spring £ Summer" 1981 CDC Committee 
"Creating Fabulous Fares" Larry Parish
" SHFC/Participation Workshop" Same Cappelle £ Letha Ashcraft 

"How to be a Competitive Winner" Michael Diano 
"Teaching Techniques for Instructors" Jean Redd 
"Salon Up-Date Forum" Thomas Berger 
"Self-Preservation (Exercise £ Nutrition") Jan Murphy 
"Male Services" Antonio Trapani 
"Dollars £ Sense for Cosmetologists" Betty Tallen 
"Skin Care Motivation" Carlene Barefoot 
"Motivation" Robert Willison 
"Salon. Chemistry" Taylor Burgess 
"Creating Your Client's Best Image" Larry Walker

1981 January--attended the annual NHCA educational seminar held at Las Vegas, 
Nevada and received the following additional training and assisted with the 
presentation of the program:

"Color Classic" Letha Ashcraft 
"Chemical Styling" Paul Barnes
"OHFC Directions -Spring £ Summer 1981" Sam Cappelle, Charlene Rustenberg,

Michael Schuh, Diane Sherril!
"OHFC Educational-Tcachirvg Seminar" Sames as nhnve
"Braiding £ Weaving" Olive Benson, Richard Hertel
"Balance £ Design" Linda Cazoway, Hayden Hitchock
"State Hair Fashion Seminar-Participation Workshop" Letha Ashcraft
"Teaching Techniques for Instructors" Jean Redd
""Train with Competition Winners" Leo Passage, Gloria DiSanga
"Hair Fashion Direction" Bill Hill
"Salon Up-Date Forum" Thomas Berger
"Self-Preservation~(exercise £ nutrition)" Kurt Thomas, Peter Lupus 
"Long Hair Design £ Balance, Phase II" Linda Cazoway, Hayderi Hitchock 
"Creating Fabulous Faces" Larry Parrish 
"Male Services" Antonio Trapani
"Dollars £ Sense for Cosmetologists" Michael Swiger, Betty Tallen 
"Art Principles of Hair Fashion Illusion" Mario Caruso 
"Skin Care Motivation: Carlene Barefoot 
"Motivation" Marilyn Van Derbero—former Miss America

1 982 January attended the annual NHCA Educational Seminar held at Anaheim, 
California:

"America Images" Doris Williams 
"Men's Hair Cutting" Bill Hill 
"Make-Up" Ron Renee, Ann Bray 
"Salon Up-date Forum" Buddy Walton 
"Competition Class" Michael Taylor, Gary Bray



LETHA BRAY ASHCRAFT
ADVANCED TRA IN ING (contd )

1 982 Anaheim, California (contd):

"OHFC Examination Up-date" Art Waters
"Perming images" Teresa Pu.pillo
"Skin Care" Luella Hubbard, Jean Tierney
"'Participation Class for State Styles Directors" Letha Ashcraft, Mel Tozier
"OHFC Education" Vincent Farrid e lli, Gary Bray
"Long Hair Image" Micheal Schuh, Rapheal, Don Estes
"Motivation: Michael Sweeney
"Teen-Age Images" Jeri Hearne
"American Woman—Tips for Maturing" Larry Walker 
"Jewelry £ Hair Ornaments" Marium Haskell 
"Evening Images" Candi Ekstrom

1 983 January--attended the annual NHFC educational seminar held at New Orleans, 
Louisianna and received the following additional training plus assisted 
with the presentation of the program:

"Spring Images Release" Diane N.arron, Dennis Mattos 
"How to be Successful" Kevin McKowen
"L.etest Techniques £ Advice in FeUing 5 Attaching Wigs £ Hairpieces", Larry Bucheit 
"How to Prepare a Class, Platform Presentation, Voice Projection, £ Self- 
Motivation" Micheal Diano
"Wholeistic Wellness, Health Awareness" Dr. George Milne
"Participation for Styles Directors £ Chairmen Only" Letha Ashcraft
"Hairfashion Direction" Michael Diano
"Perming Technology" Pauline McCloud
"Hair Color Today" Carolyn Fruia
"Salon Technology" Peggy White
"Competition" Camdi Ekstrom, Gary Bray
"Skin Care" Denise Miller v
"Men's Trend Class" Herb Haller, Daniel Ruidant 
"Premier Class" Siam Cappella, Letha Ashcraft



LETHA BRAY ASHCRAFT 
Personal Data

REFEREN CES: Professional and Character

Joe D. Montgomery 
1048 Beech Lane 
Anchorage, AK 99501

Ms. Connie Millhouse
407 East Northern Lights B lvd.
Anchorage, AK 99503

Mr. Charles Maletta 
Paris Beauty Supply 
P .O . Box 3774 
Seattle, WA 98124

Mrs. Joy Donelson 
908 R Street 
Anchorage, AK 99501

Mrs. Maxine Reed 
1361 W. 12th Street 
Anchorage, AK 99501

Ms. lyllamae Olsonoski 
1317 Crescent Avenue 
Anchorage, Ak 99504



LETHA BRAY ASHCRAFT
Persona l  Data
17 F eb ru a r y  1 98-

EXPERIENCE:

February 1 963 to December 1963

January 1964 to May 1964

June 1 964 to August 1964

September 1 954 to November 1964

December 1 964 to December 1965

January 1 966 to August 1970

September 1 970 to March 1972

April 1 972 to March 1975

April 1 975 to August 1982

September 1 982 to Present

Operator, Maxine's Beauty Salon 
809 4th Avenue 
Anchorage, AK 99501

Operator-Manager 
Maxine's Beauty Salon 
809 4th Avenue 
Anchorage, AK 99501

Student-Instructor 
Beetch's Beauty College 
Enid, OK 73701

Student-Instructor 
Maxine's Beauty College 
Anchorage, AK

Manager-Operator 
Maxine's Beauty Salon 
Anchorage, AK

Corporate Owner-lnstructor-Operator 
Maxine's Beauty College 
Anchorage, AK

Manager-lnstructor 
D .J . 's  School of Hair Design 
Anchorage, AK

Manager-lnstructor
Alaska Accredited Beauty School
Anchorage, AK

Corporate Owner-Mananer-Operator 
Instructor,
H .G .B . In c ., dba Nordstrom Beauty Salon 
603 D Street 
Anchorage, AK 99501

Unemployed
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R E S U M E

N a m e : Ba rbara Jean (Silberer) Hill

B o r n : D e c e m b e r  7, 1931, A k r o n ,  O h i o

Marr i e d : 31 Years, 5 c h i ldren, 2 g a n d c h i l d r e n

A l a s k a n  R e s i d e n t :  36 years

Real E s t a t e  

P r o f e s s i o n :

B r o k e r :

E d u c a t i o n

M e m b e r s h i p :

29 years

G e n e ' s  R e a l t y  11 y e a r s

A n c h o r a g e  Hig h  

S o u t h e r n  O r e g o n  C o l l e g e  

U n i v e r s i t y  o f  A l a s k a ,  F a i r b a n k s  

C o l o r a d o  C o l l e g e

A n c h o r a g e  B o a r d  o f  R E A L T O R S  

A l a s k a  A s s o c i a t i o n  o f  R E A L T O R S  

N a t i o n a l  A s s o c i a t i o n  oi R E A L T O R S  

A n c h o r a g e  C h a m b e r  o f  C o m m e r c e  

Al a s k a  C h a m b e r  o f  C o m m e r c e  

U. S. C h a m b e r  o f  C o m m e r c e  

P i o n e e r ' s  o f  Alas k a  

A l a s k a  G o l f  A s s o c i a t i o n  

I n t e r n a t i o n a l  I n s t i t u t e  o f  Va l u e r s  

N a t i o n a l  M o r g a g e  R e v i e w e r s

P r o f e s s i o n a l  A p p o i n t m e n t s :

A l a s k a  Real E s t a t e  C o m m i s s i o n , 4 years 

A n c h o r a g e  P l a n n i n g  a n d  Z o n i n g  C o m m i s s i o n , 

A n c h o r a g e  B o a r d  o f  E q u a l i z a t i o n , 2 y ears

6 years

A w a r d s : R e a l t o r  o f  the Year, 197 9

P r e s i d e n t  o f  A n c h o r a g e  B o a r d  o f  RE A L T O R S ,  1981 

D e s i g n a t i o n s :  R, I. M . , CRA



RESUME FOR ROPER D. SLA7EN

February 4, 1984

Date & Place of Birth: Janaury 16, 1^55 

Euoene, Oreoon

Social Security Number: 557-11-?144

Business Address A Phone: 310 Front Street 

Ketchikan, Alaska 99901 

(907) 225-3022

Resident of Alaska: 3 Years

I attended the Modern School of Hairst.vlinn arid Barberino in Seattle - 

Washington from June 1979 throuoh March 1930, connletinn all the 

/•eouirenents for Washington and Alaska. I took the Alaska Board Exam 

in Anchorage in Anril of 1980. I was owner/onerator of the Windward 

Barber Shoo in Petersburg from May 1980 throuoh June 1981. ’»e moved 

to Ketchikan and worked for Elmo's Hair Desino from June 1981 throuoh 

July 1981. Then I ODened the Stedman Barber and Stvlino where I an 

presently the owner and onerator. This oives me a total of four years 

of barberinn in Alaska.

Previous to barbering I was a commercial fisherman for 2 wears and 

worked for the U.S. Forest Service for 4 years.



(lUaska j^tatc ^legislature

C O M M IT T E E S  

O IL  & G A S — (CO -CH A IR)  

STATE O F  A F F A IR S — {V IC E-C i IAIR) 

L A B O R  & C O M M E R C E  

R E S O U R C E S

P.O . BO X 10-1623 
A N C H O R A G E . AK 99511 

(907' 344 0950

A N C H O R A G E

Jlousc of llcprcscntaTurs
JU N EA U

REPRESENTATIVE

PO U CH V  
JU N EA U . AK 99811 

(907)465-4905

J O H N  J. C O W D E R Y
D IS T R IC T  E IG H T

465-4906

M a r c h  6, 1984

Ms. B o n n i e  B u t l e r  N o v a k y  
P.O. 4 - 2 5 3
A n c h o r a g e ,  A l a s k a  9 9509 

D e a r  B o n n i e :

E n c l o s e d  y o u  w i l l  f i n d  so m e  A l a s k a n  w a l r u s  pins.
I t h o u g h t  y o u  m i g h t  l i k e  to h a v e  a f e w  for y o u r­
sel f  a n d  w o u l d  li k e  to g i v e  s o m e  to y o u r  a s s o c i a t e s -  
c o m p l i m e n t s  of  the S t a t e  o f  A l a ska.

B e s t  w i s h e s ,

Ja>hn C o w d e r y  
R e p r e s e n t a t i v e

If



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

P O U C H  V 
J U N E A U , A L A S K A  99811 

(9 07) 4 6 5 -3 8 7 3

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m it t e e

MEMORANDUM

February 20, 1984

To: All Committee Members

From: Rep. John Cowdery, Chairman f t

RE: Confirmation Hearings

As you are aware, a number of the Governor's appointments to boards 
and commissions have been referred to the Labor and Commerce Com­
mittee for confirmation. While the committee is in Anchorage on the 
24th of this month, it is my intention to hold confirmation hearings for 
those appointed by Governor Sheffield who live in the Anchorage area. 
It is also my intention to reserve taking action on these appointments 
until a later date. The confirmation hearings have been scheduled for 
2:30pm, Feb. 24, 1984, at 1024 W. 6th Ave. in downtown Anchorage. 
The Labor and Commerce Committee staff has prepared a file for each 
committee member which contains information on all the appointments 
referred to the eemmittee for confirmation.



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

□ F F I C E  O F  T H E  G O V E R N O R
J u n e a u

F e b r u a r y  16, 1984

T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 811

D e a r  R e p r e s e n t a t i v e  H a y e s :

P u r s u a n t  t o  a p p l i c a b l e  law, I s u b m i t  t h e  f o l l o w i n g  n a m e s  
for l e g i s l a t i v e  c o n f i r m a t i o n  of a p p o i n t m e n t  to the 
p o s i t i o n s  n o t e d :

B O A R D S  A N D  C O M M I S S I O N S  

(with A p p t / * R e a p p t / T e r m )

H u m a n  R i g h t s  C o m m i s s i o n

*S o l o m o n , M o r g a n  - B a r r o w ,  8 1 / 1 2 / 1 1  - * 8 4 / 0 2 / 1 5  - 8 9 / 0 1 / 3

R e a l  E s t a t e  C o m m i s s i o n

*Hill, B a r b a r a  - A n c h o r a g e ,  8 0 / 0 2 / 2 1  - * 0 4 / 0 2 / 1 5  - 
8 8 / 0 1 / 3 1

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r
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I K
Bp?? J o y  H o l l o m a n  D o n e l s o n  

903 R. Street 

A n chorage, A l a s k a

H o m e  2 7 7 -5018 

B u s i n e s s  5 6 1 - 1 9 6 4

jg|g£‘;'jV( BORN- Slaton, L u b b o c k  Coun ty ,  T e x a s  N o v e m b e r  28, 1920

{••".• ' W i d o r -  Ralph W. Donelson; T hree d a u g h t e r s - C y n thia,
7!-;

Ce c e l i a  a a Eli z a b e t h

E D U C A T I O N -  B.S. Pharmacy; U n i v e r s i t y  of N e w  Mexic o ,  1951

" •••;
• . .. RES I D E N T -  S tate of A l a s k a  S i n ce  N o v e m b e r  1962
sk ■■

. . . w • t .
-Jfv.

B U S I N E S S  A F F I L I A T I O N -  P r e s i d e n t  and P r i n c i p a l  S t o c k h o l d e r  A l a s k a  M e d i c a l

C e n t e r  P h a r m a c i e s  Inc. M e d i c a l  A r t s  P h a r m a c y  and P r o f e s s i o n a l  

C e n t e r  P h a r m a c y

P R O F E S S I O N A L  O R G A N I Z A T I O N S -

A m e r i c a n  P a r m a c e u t i c a l  A s s o c i a t i o n -  D e l e g a t e  to N a t i o n a l  m - e t i n g s  15 years; 

C h a i r  of P r o f e s s i o n a l  Relations, P u b l i c  R e l a ti o n s ,  a n’ ouse Asse s s m e n t  

C o m m i t t e e
i

N a t i o n a l  A s s o c i a t i o n  of Retail D r u g g i st s -  D e l e g a t e  to N a t i o n a l  M e e t i n g  15 years; 

m e m b e r  se-eral c o m m i t t e e s

A m e r i c a n  C o l l e g e  A p o t h e c a r i e s -  A l a s k a  Di r e c t o r

A l a s k a  P h a r m a c e u r i c a l  A s s o c i a t i o n -  M e m b e r  f o u n d i n g  Board of Directors; 

P a s t  P r e s i d e n t  1974

. • P r o f e s s i o n a l  R e c o g n i t i o n -  R e c i p i e n t  Bowl of Hyge i a ,  A l a s k a  

V';4v h i g h e s t  h o n o r

h4- ; • B U S I N E S S  O R G A N I Z A T I O N S -
• r .  ,  .  — »

A n c h o r a g e  C h a m b e r  of C o m m e r c e  20 years

C h a m b e r  of C o m m e r c e  R e t a i l  D i v i s i o n  ^

A m e r i c a n  S o c i e t y  of W o m e n  B u s i n e s s  O w n e r s

SERVICE O R G A N I Z A T I O N S -

So r o n t i m is t  I n t e r n a t i o n a l  of C o o’: Inle t -  P a s t  P r e s i d e n t  1978 and C h a i r  

of e a c h  C o m m i t t e e  during, the ’•<ast 15 y ears

' . •' 'A
P h a r m c i e s  V  •

■ ' ’ . r ■

• ■ ■ ■  ,  . ■ .  :

* '

• • .  ’ • * v  I t ''1 •’ 1•v/* • r

, “ '.I.-** . : * / - ‘.;J ’

v

M e m b e r  A d’isory Board Sal- a t i o n  . A r m y

Me m b e r  A d v i s o r y  B o a rd  B o o t h  M e m o r i a l  Home

P O L I T I C A L  A F F I L I A T I O N -  R e p u b l i c a n

P O L I T I C A L  O R G A N I Z A T I O N S -  A l a s k a  P o l i t i c a l  Ca u c u s

N . O . W.
, - • 'im;®

•£>>!■ •  _

......
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RESUME

C h r is ty  C . Wool s c h 1 ager (N ie lse n ) B ir th  d a te : 10/23/55
B ir th  p la c e : Waltham, Mass

A ddress: SR BOX 20124-A
F a irb a n k s , A la sk a  99701

EDUCATION: Omak High School
Omak, Washington 98841 
G raduated : June 1973

Washington S ta te  U n iv e rs it y  
Pu llm an , Washington 99163 
Graduated : June 1979 
Degree: Bache lo r of Pharmacy

QUALIFICATIONS:

Board c e r t i f ie d  to p ra c t ic e  pharmacy by the s ta te  of Washington 
August 1979. Washington Scate L icen se  tfPL 10304

Board c e r t i f ie d  to p ra c t ic e  pharmacy by the s ta te  of A la sk a  February 
1980. A la ska  S ta te  L ice n se  # AA 0648

EXPERIENCE AND TRAINING:

1. F a irb an ks  Memorial H o sp ita l D ate s : 6/80 to p resent
1650 Cowles S tre e t
F a irb a n k s , A la sk a  99701 T i t l e :  S t a f f  Pharm acist

Ed ucatio na l Coord inator

2 . Foodland Pharmacy 
Lacey and G affney 
F a irb a n k s , A la sk a  99701

D ates : 5/80-6/80

T i t l e :  R e t a i l  Pharm acist

3 . Team ster Pharmacy 
Old Rich Hwy.
F a irb a n k s , A la sk a  99701

D ates : 3/80-5/80

T i t l e :  R e t a i l  Pharm acist 
Re 1 i e f Work on 1y .

4 . Fred Meyer Pharmacy 
Col 1ege Road 
F a irb a n k s , A la sk a  99701

D ates : 2/80-4/80

T i t l e :  R e t a i l  Pharm acist 
P a r t - t i m e / r e l i e f  work only

5.  A la ska  Nat i ve  Health Se rv i ce  
A laska  Nat i ve  M edical Center 
Anchorage, A laska  99501 T i t l e :  Pharmac i s t ,  Volunteer

Dates :  1/4/80-2/1/80



•6. A laska  Nat i ve  Health Serv i ce D a t e s : 10/1/79-1/1/79
PHS Hospi ta l
Kotzebue,  A la ska  99752 T i t i e : Pharmac i s t

Re 1 i e f du ty

7 . A laska  Nat ive  Health Serv i ce D a t e s : 7/5/79-9/23/79
PHS Hosp i ta l
Mt. Edgecumbe, A laska  99835 T i t l e : Pharmac i s t

Vol un t e e r ,  in te rn

8.  A laska Nat ive  Health Serv i ce D a t e s : 2/6/79-4/12/79
PHS Hosp i ta l
Kot iebue,  A la ska  99752 T i t i e : Pharmacy I n t e r

ORGANIZATIONS:

1. AMERICAN SOCIETY OF HOSPITAL PHARMACY
2 . AMERICAN PHARMACEUTICAL ASSOCIATION
3. ALASKA STATE PHARMACEUTICAL ASSOCIATION
4. FAIRBANKS PHARMACEUTICAL ASSOCIATION, SECRETARY-TREASURER
5 . TOP OF THE WORLD JAYCEETTES
6 . PHARMACY-NURSING COMMITTEE
7. STATE CONTINUING EDUCATION ADVISORY BOARD-1983 

ADDITIONAL INFORMATION:

1. I n s e r v i c e  p rov ider  l wr nurs ing and pharmacy s t a f f
2.  Health Fai  r : 1982, 1983
3 . Pub l i c  speaking  and media appearances on drug r e l a t e d  a reas  of 

Poison P rev en t i o n ,  Drugs and the E l d e r l y ,  and Drug and Alcohol  
Abuse

4 . Alcohol  Awareness I n c .  1981, 1983
5 . E d i t  monthly pharmacy news le t te r  for  h o s p i t a l .



TO: C O M M I T T E E S  
FROM: C H I E F  C L E R K  
D ATE: M a r c h  5, 1984

T h e  G o v e r n o r  h a s  m a d e  a p p o i n t m e n t s  to the f o l l o w i n g  b o a r d s  
a n d  c o m m i s s i o n s ,  C o m m i s s i o n e r s  a n d  c h a n g e s  in m i l i t a r y  r a n k  
a n d  t h e y  h a v e  b e e n  r e f e r r e d  b y  the S p e a k e r  to ' t h e s e  
c o m m i t t e e s  f o r  c o n f i r m a t i o n :
(* i n d i c a t e s  r e s u m e s  h a v e  n o t  y e t  b e e n  r e c e i v e d  & f o r w a r d e d  
to c o m m i t t e e s )

H E S S

J U D I C I A R Y

B o a r d  of E d u c a t i o n  
Kito, S a m  
S c h a e f f e r ,  M a r y

B o a r d  of N u r s i n g  H o m e  A d m i n i s t r a t o r s  
D e a t e r ,  E l o i s e

B o a r d  of R e g e n t s
H e n s l e y ,  W i l l i e
S h a ver, B e a t r i c e  L y n n  (Student) 

P r o f e s s i o n a l  T e a c h i n g  P r a c t i c e s  Com. 
A d k i s o n ,  P e r r y  
J o r g e n s e n ,  S p i k e  
N e l s o n ,  J a m e s  " T o m "
Rya l s ,  K a r e n  
T r e n t , D a r l e e n  
Van F l e i n ,  M a r g a r e t

A l c o h o l i c  B e v e r a g e  C o n t r o l  B o a r d  
P e r k i n s ,  J a n e  
Smith, W i l l i a m

J u d i c i a l  C o n d u c t ,  C o m m i s s i o n  on 
Dale, B a r b a r a  
L i n c o l n ,  G e o r g i a n n a

J u d i c i a l  C o u n c i l  
M u r r a y ,  R e n e e

L A B O R  & C O M M E R C E A r c h i t e c t s ,  E n g i n e e r s  
M e n z i e s ,  M a l c o l m  
S a m p s o n ,  S a n d r a

& L a n d  S u r v e v o r s

B a r b e r s  & H a i r d r e s s e r s ,  B o a r d  
A s h c r a f t ,  L e t h a  
J a n z e n ,  C a r o l y n  
S l a v e n ,  R o g e r

Dental. E x a m i n e r s ,  B o a r d  
B u x t o n ,  P a u l  
Z e m l i c k a ,  J e r r y

1



N u r s i n g ,  B o a r d  of 
H a r t z ,  L y n n  
S o l o m o n ,  A l i c e

P h a r m a c y ,  B o a r d  of 
D o n e l s o n ,  J o y  
N i e l s o n ,  C h r i s t y

- R e a l  E s t a t e  C o m m i s s i o n  
A n d e r s , Ed 
B e n s o n ,  J o h n  
C o l l i n s ,  L a V e r n e  
S e r r a n o ,  G i l b e r t  
H ill, B a r b a r a

W o r k e r ' s  C o m p e n s a t i o n  B o a r d  
Pruhs, D e l i a  
R i c h a r d s ,  D a v i d  
T h o m a s  (II), Joe 
T h o m p s o n ,  J a c k

M e d i c a l  B o a r d
H u g h e s ,  D o l o r e s

R E S O U R C E S / F I S H E R I E S
F i s h e r i e s ,  B o a r d  of 

A n g a s a n ,  V a l  
Blake, R o b e r t  
B o n n e y ,  Bix 
F o s t e r ,  J e s s e  
G a r n e r ,  J o h n  
Jolin, Ron 
M u s e t h ,  J e r e n e

C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n  
Smith, P h i l l i p

R E S O U R C E S
Game, B o a r d  of

B e n n e t t ,  J o e l  
H u n t i n g t o n ,  S i d n e y  
J a c k s o n ,  N i c h o l a s  
S c a n l a n ,  S a r a h

S T A T E  A F F A I R S
P e r s o n n e l  B o a r d
* H u m p h r i e s , Ben

J o h n s o n ,  M a r l e n e

H u m a n  R i g h t s  C o m m i s s i o n  
S o l o m o n ,  M o r g a n

2



/

T R A N S P O R T A T I O N

M a r i n e  P i l o t s ,  B o a r d  of 
B r a d y ,  J u d i t h  
H o d g m a n ,  J a m e s

C O M M I S S I O N E R S :

C O M M U N I T Y  & R E G I O N A L  A F F A I R S
C O M M U N I T Y  & R E G I O N A L  A F F A I R S  

N o t t i ,  Emil.
( R e p o r t  r e c e i v e d  1 / 2 0 / 8 4 )

T R A N S P O R T A T I O N  & F I N A N C E
D O T / P F

K n a p p ,  R i c h a r d

C H A N G E  IN A L A S K A  N A T I O N A L  G U A R D  R A N K

S T A T E  A F F A I R S  M A J O R  G E N E R A L
P a g a n o ,  E d w a r d

B R I G A D I E R  G E N E R A L  
H o yt, J o h n  

(R e port r e c e i v e d  2 / 2 2 / 8 4 )

3



RESUME

Sandra L. Benson, A.I.A. —
P. 0. Box 104757 /

Anchoraqe, Alaska

Licensed: Alaska - No. A6747, 1978

Degree: Bachelor of Architecture - 1973

University of Oregon

Alaska Resident since 1977

INTEREST

Interest in serving on the State of Alaska Board of Registration stems 

from a desire to assist in organizing the process by v/hich interm 
architects and engineers are admitted to the profession. Working with

several persons currently involved in the registration process has led 

to a conviction that clear communications between the Beard and poten­
tial registrants are- of utmost importance.

EMPLOYMENT

Kumin Associates, Inc.

Architects and Planners 

3301 Deni. 1 i Suite 200 

Anchorage, Alaska 99503 

1977 To The Present

Project architect experience in work located throughout Alaska, compris­

ing a variety of occupancy groups and building types such as schools, 

dormitory and camp facilities, offices and commercial buildings, clinics 
and residential construction.

PROFESSIONAL ACTIVITIES

American Institute, of Architects - Anchorage Chapter.

International Conference cf Building Officials

Governors Task Force on Fire Prevention and Control 1981-1982

REFERENCES

Jonathan Kumin, AIA

Kumin Associates, Inc. (907) 276-4311

Daphne Brown, AIA

CCC Architects (S07) 272-3567

Mark Premo

URS Engineers, P.E. (907) 278-3695

Others on request.
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C C O L Q C I G T r .

P L A N M F . O S  

j U O V C i  o p s

J une 22, 1933

1 •. -•

J U N  2 4  1983
[Li

GQVFJiN-O/iZ'Honorable Bill Sheffield 

Governor of Alaska 

Pouch A
Juneau, Alaska 99311

Re: Board of Registration for Architects,

Engineers, and Land Surveyors 

Willingness to Serve

Dear Governor:

It is my understanding that the Board of Examiners for Architects, Engi­

neers, and Land Surveyors has a vacancy. I would like to express, at 

this time, my desire to serve on said board.

A brief summary of qualifications is as follows;

• Registered Land Surveyor - Alaska (1410S), 1965

• Registered Civil Engineer - Alaska (1855E), 1969

• Registered Civil Engineer - Washington (22222), 1970 (Reciprocity)

• U.S. Mineral Surveyor, 1982

The vrriter is one of the founders and a principal member of the firm 
R & M  Consultants, Inc. This firm has offices in Juneau, Anchorage, and 

Fairbanks, Alaska, and has expanded to Salt Lake City, Utah, and Irvine, 

California. The firm was founded in Alaska in 1969. The writer is a 
vice president of said firm and manages the Juneau office. Prior to 

forming R & M, the writer was employed by the Alaska Department of High­

ways ir a period of six years as Southeast Alaska area resident engineer, 
construction project engineer, and district location engineer. In ad d i­

tion, two years were spent with the U.S. Army, Corps of Engineers, and 

seasonal work in Alaska for the U.S. Bureau of Public Roads.

In addition, the writer is a member fo the following societies: American

Society of Civil Engineers (and the Alaska Section), the National and
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Alaska Societies of Professional Engineers (past state secretary and 
treasurer), the Alaska Society of Professional Land Surveyors (past vice 

chairman, secretary, and tre a s u r e r ) , the American Congress of Surveying 

and Mapping, the Alaska Section of the American Congress of Surveying 
and Mapping (past chairman, vice chairman, secretary, and board of direc­

tors), the American Society of Photogrammetrists, as well as the Canadian 

Institute of Surveying.

The writer has served for a period in excess of seven years as a member 

and presently chairman of the City and Borough of Juneau's Planning and 
Zoning Commission, Platting Board, and Board of Adjustment.

A personal history is as follows;

• A graduate of the school of special advanced studies for surveying 

in the U.S. Army, Corps of Engineers, Fort Bolvoir, Virginia.

• A graduate of Chicago Technical College with a Bachelor of Science 

degree in Civil Engineering - 1963 (cum laude).

• A part-time Alaska resident working seasonal in Alaska from 1550 

to 1963, and a full-time resident of Alaska since 1963 having 
resided for 15 of those years in Juneau, and the remaining time 

being spent in Petersburg, Ketchikan, and Fairbanks.

• The writer is married and has three children; the oldest (Scot) is 

attending the University of A'laska--Fairbanks as a civil engineer­

ing major on a partial academic scholarship. The second oldest 
(RobRoy) is a student in Juneau-Douglas High School, while the 

youngest (Holly) is attending first grade.

I desire to serve both the State of Alaska and rr\y chosen profession by 

being a member of the Board of Examiners for Architects, Engineers, and 

Land Surveyors. Should there be questions with regard to my professional 

or personal history, please do not hesitate to contact me at your c o n­

venience.

Si n c e r e l y ,

R & M CONSULTANTS, INC o

Malcolm A. Menzies

fej



J a c k  L. T h o m p s o n

SR A  1451 P 

550 H igh V i e w  

A n c h o r a g e , A l a s k a  99502

SUMMARY OF  Q U A L I F I C A T I O N S

Three (3) y j a r s  E o a r d  of Dir e c t o rs  of the A l a s k a  C o n f e r e n c e  of E m ployers 

(ACE). Thi s  is a n o n - p r o f i t  c o r p o r a t i o n  s t r u c t u r e d  solely to study W o r k m a n ' s 

C o m p e n s a t i o n  problems, a n d / o r  laws in Alaska.

Three (3) y e a r s  V i c e - P r e s i d e n t  of the W o r k e r s  C o m p e n s a t i o n  Comm i t t e e  of 

Alaska ( W C C A ) . This is a p o l i t i c a l a c t i o n  c o m m i t t e e  (PAC) to effect changes 

in the W o r k e r s  C o m p e n s a t i o n  laws a n d / o r  system:

An o r i gi n a l  and c o n t i n u i n g  m e m b e r  of the ad-hoc L a b o r / M a n a g e m e n t  committee 

formed by m e m b e r  com p an i e s  of the W C C A  and a n u m b e r  of labor union leaders to 

wo r k  t o gether to effect ne ed e d  chan g e s  in the W o r k e r s  C o m p e n s a t i o n  system.

HB 311 si g n ed  by G o v e n o r  S h e f f i e l d  on 7-15-83 was the product of this committee.

K n o w l e d g e a b l e  in l a bo r / m a n a g em e n t  r e l a t i on  and have been a m e m b e r  of many 

boards of a r b i t r a t i o n  and greivance.s at the request of several A l a s k a n  employers.

My past three and on e / h a l f  years of intense involvement in the Workers 

Ci .ipensation s y s t e m  and my past six years as G e n e r a l  M a n a g e r  of Ai r  Van Lines, 

Inc., w h i c h  ha d  serious W o r k e r s  C o m p e n s a i o n  loss problems, has g i v e n  me a 

broad o v e r v i e w  of the system. My i nvolvement wit h  T e a m s t e r  Local 959 as an 

employer has g i v e n  me an area  >,f exp e rt i s e  v i s - a - v i s  w o r k e r  safety, safety 

programs and l a bo r / m a n a g e m e n t  o b j e c t i v e s  in a W o r k e r s  C o m p e n s a t i o n  system.

EDUCATION

19 4 8-1950 G r a d u a t e d  G o n z n g q  High S c h o o l - Sp o k a n e ,  W a s h i n g t o n

1^54 A t t e n d e d  U n i v e r s i t y  of C a l if o r n i a  at S anta Barbara, California

1955 A t t e n d e d  G o n za g a  U n i v e r s i t y - S p o k n n e , W a s h i n g t o n

1962 A t t e n d e d  Sophia U n i v e r s i t y -T o k y o ,  Japan

E M P L O Y M E N T  H I S T O R Y

1977 - Present 

Position:

Air Van Lines, Inc. - Anchor a g e ,  Alaska 

V i c e - P r e s i d e n t  and General M a n a g e r

Six years d o m i c i l e d  in Japa?; as Far East M a n a g e r  wit h  a m aj o r  tra n s p o r t a ti o n  

c o m p a n y .

Six years d o m i c i l e d  in G e r m a n y  as E u f o p e a n  A r e a  M a n a g e r  w i t h  a major t r a n s­

por tation  company.



PERSO N A L  DATA

Birthdate: F e b ruary IS, 1933

M a r r i e d  - wife: F uuko N a k a j i m a  T h o m p s o n  

Health - Excellent

REFERENCES

Mr. W h i t e y  G r e g o r y  - President 

Alaska T r u c k i n g  A s s o c i a t i o n

Mr. Frank C h a p a do s  - President 

H & S F o rwarders 

Fairbanks, Alaska

Mr. IDavid Ro d erick 

Chieli Consul 

Alaska R a i lr o a d

Mr. Dick P i t t e n g e r  - M a n a ge r

Ala sk a  A s s o c i a t e d  General C on t r a c t o r s

276-5354

A nchorage, Alaska

Mr. Ike W a l d r o p  - President

National E l ectrical C o n t r a c t o r s  A s s o c i a t i o n

A l a s ka  C h a p t e r



LABORERS INTERNATIONAL UNION OF NORTH AMERICA
LOCAL NUMBER 942 FAIRBANKS OFFICE: 315 BARNETTE ST.. FAIRBANKS. ALASKA 9 9 7 0 1 -4 5 6 6 . PHONE I9 07 I 4 5 6 -4 5 8 4

JUNEAU OFFICE: 3 6 9  SOUTH FRANKLIN. SUITE 20 1. JUNEAU. ALASKA 9 9 6 0 1 . PHONE 19071 5 8 6 -2 8 6 0

* •'?: “

WILLIE LEWIS
President

JOE J. THOMAS 
Business Manager 
Secretsry-Tressurer

R E S U M E

J O E  J. T H O M A S  II

P E R S O N A L  DATA:

Born: O c t o b e r  17, 1948, F a i r b a n k s ,  A l a s k a

M a r i t a l  Status. M a r r i e d  11 y e a r s
W i f e - J u l i e ,  S o n - D a m i o n ,  A g e  7, 
D a u g h t e r - N a t a l i e , A g e  4

P r e s e n t  A d d r e s s :  879 V i d e  Way, F a i r b a n k s ,  A l a s k a  9 9 701

E D U C A T I O N :

L a t h r o p  H i g h  School, F a i r b a n k s ,  A l a s k a  
U n i v e r s i t y  o f  Alaska, F a i r b a n k s ,  A l a s k a  
W e s t  V i r g i n i a  U n i v e r s i t y ,  B.A. - P s y c h o l o g y

W O R K  H I S T O R Y : 

1967 - 1974

19 7 4  - 1978 

1978 - P r e s e n t

C o n s t r u c t i o n  L a b o r e r
V a r i o u s  F a i r b a n k s  C o n s t r u c t i o n  C o m p a n i e s

B u s i n e s s  A g e n t  a n d  E x e c u t i v e  B o a r d  M e m b e r  
L a b o r e r s  L o c a l  U n i o n  942 
F a i r b a n k s , A l a s k a

B u s i n e s s  M a n a g e r / S e e r e t a r y - T r e a s u r e r  
L a b o r e r s  L o c a l  U n i o n  942 
F a i r b a n k s ,  A l a s k a



INSTRUCTIONS
A separate application is required for each position for which you apply. Complete and specific answers 
will a iJ in rapid and accurate processing of your resumg. The initial determination of whether you 
qualify for the position specified will be based on this application.
Please type or print legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

Po sition  for w h ic h  1 am  ap p ly in g : .

l A l o z M / r i e h ' s  ( l c > / n f t e n S c d l o Q o a - * - c L

Please list an y  other U oard 01 Com m ission o n  w m ch  yo u  serve:

X/ o \  -e .

./J f?L /A  T . 'P g U M S

Previou s N am e applied  under

M ailing A ddress

T o - S o *  1-733 R esid ence  A ddress

'P /a .c .z .t
C ity , S tate  and  Z ip  C o d e  (J

r A ' / Q S f i i J t f S .  f l L t e k L Q  < W 7 o 7
H om e T e lep h o n e

( j o l )  4̂ ' 4 1 7 3

Business or Message Telep hone

< f f t > 7 >  4 3 b  - c2 9 4 5

REPO RT ADDRESS AND TELEPHO NE CHANGES PROM PTLY
A S  3 3 .0 5 .1 0 0  requires that a person ap p o in ted  to a board or co m m ission  bo a registered voter b e lc re  the last general e lectio n :

A rc  y o u  a reg istered  vo te r?  Y E S  Q  N O

V o ter R eg istratio n  N u m ber (O p tio n al) S o c ia l S e c u r ity  Num ber (O p tio n a l)  0 3 - 3 " 2 2 - 0  "  9  9  ~1 2—

Have y o u  ever been  co n v icted  o( a m isdem eanor w ith in  the p-«t liv e  years or a (c lo n y  w ith in  the past ten y e a rs?  O  Y E S  H  N O

l(  " Y E S " ,  e x p la in  the c ircu m stan ces on a sep arate  sheet of paper and a t t a h  it to th is  ap p lica tio n . A co n v ic t io n  is not n ecessarily  grounds for 

d isq u a lif ica tio n . T h e  n u m ber o f conv ictio ns, n a tu re , recen cy  tmd relations!), o to the bo ard  p o sition  applied for w il l  be evaluated and a d e te rm in a tio n  

w ill be m ade a fte r  a review  o f all relevant facts .

A  p o licy  in  the G o vern o r's  O ffice  pertain ing to  boards and com m issions is th t a m em ber a ttend  at least 75?1 o f the m eetings. A re  there a n y  c ircu m stan ces  

in e ith er you r p rofession al or personal life  w h ic h  w o u ld  prevent yo u  from  pai .ic ip a t in g  at the required a u th o rised  m eetings? O  Y E S  N O

If " Y E S " ,  e x p la in  on a sep arate  sheet of paper and attach  to th is  ap p lica tio n .

Tins fixation m a y  requ ire  that the m em ber travel to either urban or rural (or b o th l areas. A re  there an y  c ircu m stan ce s w h ich  w o u ld  prevent yo u  from

1 A n if t f't t t j' CCou./ct b e  b e y o n d  ^ 4 .0 j .
C O N F L IC T S  O F  I N T E R E S T .  C urta in  Boards a n d  C om m ission s req u ire  fu ll d isc lo sure  o f personal financial d a ta  un der A S  3 9 .5 0 .0 1 0 . If req u ired  for the 

Board  or C o m m iss io n  lo r w h ich  you are a p p ly in g , are yo u  w illin g  to do so ?  G y E S  ^  N O

Co u ld  yo u  or a n y  m em ber o f yo u r fam ily  b e a ffe cte d  fin a n c ia lly  bo d ecis io ns to b e m ade b y  the Board or C o m m iss io n  for w h ich  yo u  havo ap p lie d ?

□  Y E S  S 3  N O  If  " Y E S " ,  exp la in .

> 7 r r  ■ •• : s r  ' ' ■ -VOF A LA SK A
O FFICE OF THE GOVERNOR 

Puucb A Juneau, Alaska 99811

BOARDS AND COMMISSIONS RESUME

The O f f ic e  o f  the  G ove rno r  wi l l  not d is c r im in a te  aga inst  an app l ic an t  fo r  a B oa rd  or C om m iss io n  based on  S e x ,  A g e ,  N a t iona l  Orig in , Mar i ta l  S t a tu s ,  
P regn an cy ,  H and ic ap ,  fb l i g io n  or P a r en thood ,

oi ciTsir.aii ”



,
T R A IN IN G  a  E X P E R I E N C E :  ( I I  rosumo a ttach e d , it It no : necessary to  co m p lete  item s A -D )

A . L ist  a n y  profession al licenses. ce rt ifica tio n s . o r reg istrations and dates ob ta ined that m ay be used as q u a lify in g  c r ite r ia :

S S A )

•11 L is t  both  form al and in fo rm al education  and tra in in g  exp eriences: (Use ad d itio n al paper if necessary)

(Q r c u c U t . ^ A i o r r t  V tn a en -f- S c h o o l  o i t jp r £ r n < l  1 L L o r c e s T i re.^*ursi'~“j J C(jorce3~}e )/!4SS

/ U f £ iL tU d ,  A y r s  a i  L L n ^ O . o  /  F a -> «  b  a ,n ± s  /
fcyUiW- -fiz&rr* -t)orsheuzl\ }.Lh m ) ■ ^  <~

C . L ist an y  co m m u n ity  service oo sitions. m u n ic ip a l governm ent p o sitio n s, state po sitio n s h e ld , ar'd list an y  aw ard s rece ived . These indue*.; b o th  com pensator, 
and un co m pensatad  positions Ifo i isxam p le . p resident of a serv ice  o rg an izatio n  o r  a m a y o r). A lso include len g th  of tim e served m m e p o sitio n s.

'frvS. F clii^-a m Jc s  (Lm \ £  AsSjociaSiFrJ ~

/ fa a 'I S & lu ju iy . — CJv\-rr\ . t-jf-S — /JcCOt t-A. LC/itd £-cr

T n c  J-J A m S U i j  *- lw * c - f i \< L . -  3 y  •

&c/7i /y\ - r t O l F A F .  —

d o c u x d  3 u y , . S x l . l . f L .  3  tjrs - Treasure*'

A.Cdtj « ~ F '  £  ■ zr-H. < CLr1 r < S-t.'.AL -/»f • *3 * ' / '
C). Em p lo ym en t  wo rk  h i . r o r y :  paid , unpaid or v o lu n t a r y : (Use add it iona l pt.-.tir if necessary) -

AdbmniS-LraJo C F n ^ . O  /Lit lA c*-k > L b o  ~  ^ A-iA.b 0~nJcS>

ScJioo/ /JCJfSS. -  /'u-blt ̂  ,-rf aJJI,/-) ' --* S  -  ^F-cul^-b^-oUc S

_  ’, , / z . ( j r S -  -  " i - a . f j c

U t i u U r z *  - £ . £ . M . T .  A ' U y r s - T ^ h ^ u s

C a J  Aj U rSC .
S'
i o r ^ c r -  d  c U Z j  O t x . r S f .  -  U _ i / i $ J c \ .  S t M t c * . ,  -  A y  S  -  J S m j o u )

ĵ~/<uocl rc/css JmJ ( y- - l.
D l e n  /<L / tJfr. £l F-L.-9\ —  A  *jt{-C'yYS - > t / /

T h e  O ffice  of the G o v ern o r and me State  of A la sk a  have an A ff irm a tive  A tt io n  E q u a l E m p lo y m e n t O p p o ri in it y  Program . T o  assist m  the  
.ire asked to v o lu n ta r ily  answ er n e  lollovving q u estio n s 10 p rov ide tnc in fo rm a tio n  necessary  (or reporting p u rp o ses . U n d er State  and Fede  
in fo rm atio n  yo  J p rov ide w ill not be used to ille g a lly  d isc rim in ate  against yo u .

S E X  

□  Mala 

(33 Fem ale

ille g a lly  d isc rim in ate  against yo u .

E T H N IC  B A C K G R O U N D

[SJ W hito O Black CD H isp an ic  Q A lask a  Natlvo >3 A sian  or P ac if Islandar C] A m e rica n  Ind ian

. . . .  p roqrnm , you  
F ed era l law , the

□  ate ,o f  Butn

I M h S

M ilita ry  S e rv ic e  I I I  a cu lica u ia , give dates)

>1 / V̂._

C E R T I F I C A T IO N :  I swear  (hat the in f o rm a i i o n  I ha ve  r i t c r e d  on  th is l o rm  is t rue  to  the bust o f  my k n ow le d g e .  I u nder s tand  that if I d e l ib e r a t e ly  
c on cea l  or enter fa lse  inf i rm a t ion  on (he fo rm  m y  ap p l i c a t io n  m ay  bo re je c ted ,  I m a y  be rem ov ed  ',rom the list o f  e l ig ib le  c an d id a t e s  or I m a y  be 
removed  Irom  the  p o s i t ion .  I agree that the O f f i c e  of th e  Governor m ay  c on ta c t  p re sen t  or fo rm er  em p lo ye r s  01 o th e r  p erson s w h o  k n o w  m e  to 
obta in add i t iona l  in forma ' . ion  abou t  m y  sk i l l s  a n d  ab i l i t i  s. I u nder s tand  th a t  the  in f o rm a t i o n  on this ap p l i c a t io n  is pub l ic  in fo rm a t ion  and m a y  
be re lea sed  through a legai request fo r  such in f o rm a t i o n .

Signature In  Ink 7

01 0 1 2 (1 /8 1 ) Back
 it---------./  I -------

i m c / m r i



INSTRUCTIONS
A separate application is required for each position for which you apply. Complete and specific answers 
will aid in rapid and accurate processing of your resumt?. The initial determination of whether you 
qualify for the position specified will be based on this application.
Please type or print legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

Po sition  tor w h ich  I am  a p p ly in g :

W n r i r p r s '  C o m p e n s a t i o n  B o a r d .  S o u t h e a s t e r n  P a n e l  - L a b o r  R e p r e s e n t a t i v e
Please list any other Board o r C om m ission  on w h icn  yo u  serve:

N / A

Nam e Previous Nam e applied under

D p v i d  W i l l i a m  R i c h a r d s N / A

W ailing Address H esidence Address

311?. W i l d m e a d o w  L a n e S a m e

C ity . S la te  and Z ip  C ode

J u n e a u .  A K  9 9 8 0 3
H o m e Telephone Business or Message T e lep h o n e

( 9 0 7 )  7 8 9 - 9 8 2 5 7 8 9 - 9 8 2 5

REPO RT ADDRESS AND TELEPHO NE CHANGES PROMPTLY
A 3  3 9 .0 5 .1 0 0  requ ires that a person ap p o in ted  to a board or co m m ission  be a registered voter b e lc re  the last general e lectio n ;

A re  yo u  a registered vo ter?  ( 2  Y E S  Q  N O

V o te r R eg istration  N u m ber (O p tio n a l) So c ia l S e c u r it y  N um ber (O p tio n a ll

__________________________________________________________________ 5 6 3 - 4 8 - 6 9 1 1___________________________________

H ave yo u  ever been co n v icted  of a m isdem eanor w ith in  the past five years o r a fe lon y w ith in  the past ten years? d  Y E S  N O

If “ Y E S " ,  exp la in  the c ircu m stan ces on a sep arate  sheet o f paoer and attach it to th is a p p lica tio n . A  co n v ic t io n  is not necessarily g ro u n d ; for 

d isq u a lif ica t io n . T h e  num ber o f co n v ictio n s, n a tu re , recen cy  and re la tio nsh ip  to tho board  p o sition  applied  for w ill be evaluated and a determ in atio n  

w ill be m ade a fter a review  o f all relevant facts.

A p o licy  in the G o vern o r's  O ff ic e  perta in ing  to bo ards and com m issions is that a m em ber a ttend  at least 75%  of the m eetings. A re  there  any  circu m stan ces  

in e ith er you r professional or personal life  w h ic h  w o u ld  prevent y o u  from  p artic ip a tin g  at the required  au th o rized  m eetings? d  Y E S  GJ N O

If "YES", explain on a separate sheet of paper aid attach to this application. ( M i s s e d  o n l y  o n e  h e a r i n g  d u r i n g  m y  

 t e n u r e  a s  a  B o a r d  m e m b e r  o v e r  .^nst 6  y e a r s . ) __________________________________________________
This position m ay req u ire  that the m em ber travel to c ith er urban or rural (o r b o th l areas. A re  there a n y  c ircu m stan ces w h ich  w ould  prevent y o u  from

participating? N o  - I h a v e  a t t e n d e d  h e a r i n g s  i n  A n c h o r a g e  a n d  F a i r b a n k s  o n  m a n y

 Q £ g a s i _ p n s  t o  f i l l  i n  f o r  a b s e n t  B o a r d  m e m b e r s ________________________________________________
C O N F L IC T S  O F  I N T E R E S T :  C erta in  B o ard s and  C o m m iss io n s req u ire  full d isc lo su re  of perso nal fin an c ia l data  under A S  3 9 .5 0 .0 1 0 . If requ ired  for tho 

Board  or Co m m iss io n  for w h ich  you are a p p ly in g , are yo u  w illin g  to do so? 0 Y E S  d  N O

C o u ld  yo u  or any m em ber of you r fam ily  bo a ffe cte d  f in a n c ia lly  b e d ecis io ns to be m ade b y  tho B oard  o r C om m iss io n  for w h ich  y o u  have a p p lied ?  

d  Y E S  0  N O  If " Y E S " ,  e xp la in .

Th e  O ff ice  o f  the  Gove rno r  w i l l  not d i s c r im in a te  ag a ins t  an  app l ic an t  fo r  a Board  o r  Com m is s io n  based  on S e x ,  A g e ,  N a t iona l  Orig in ,  Mart ia l S ta tu s ,  
P regnan cy ,  H and ic a p ,  fb l iq ion  or P a r e n th o o d .

0 1 0 1 2 ( 2 , 3 1 1  “ ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ ------------------------------------------------------ -



T R A IN IN G  & E X P E R IE N C E : (I*  relum e attached, it is n o t necessary to  com plete items A -D )

A. List any professional licenses, certifications, or registrations and dates obtained th at m ay be used as q u a lify in g  criteria:

V e s t e d  m e m b e r  o f  L o c a l  2 2 4 7  B r o t h e r h o o d  o f  C a r p e n t e r s  a n d  J o i n e r s  o f  A m e r i c a

C. L is t  any co m m u n ity  service po sitions, m u n ic io a l governm ent positions, state po sitions h e ld , and list an y  aw ards received . These in c lu d e  both  com pen sated  
ano uncom pensated  p o sitions Itor exam ple , president of a service organization  o r a m a y o r). A lso  in c lu d e  length of tim e served in the p o sitions.

N / A

O. Em p lo ym en t  worn h istory : p a id ,  unpaid or v o lu n ta r y : (Use add it iona l papor if necvssary)

2 0  Y e a r s  U n i o n  M e m b e r  L o c a l  2 2 4 7  J u n e a u

3. L ist both form al and inform al education and training experiences: (Use additional paper if  necessary)

G r a d u a t e d  P a c i f i c  G r o v e  H i g h  S c h o o l ,  P a c i f i c  G r o v e  C a l i f o r n i a  

2 Y r s . J r .  C o l l e g e  M . P . C . ,  M o n t e r e y ,  C a l i f o r n i a  

6 Y r s .  M i l i t a r y  O b l i g a t i o n  f u l f i l l e d ,  H o n o r a b l e  D i s c h a r g e

C E R T I F I C A T I  ON : I swear that  I t a  in fo rma t ion  I h ave  en tered  on th is  form is true to the  bes t  o f m y  kn ow le d g e .  I unders tand  that if I d e l ib e r a t e ly  
con ce a l  or enter fa lse in fo rm a t ion  on the fo rm  m y  app l i c a t io n  m ay  be re je c ted ,  I m a y  be  r em oved  f rom  the list o f  e l ig ib le  c and ida tes  or I m ay  be 
removed  from the pos i t ion .  I agree that the O ff ic e  o f  the Governor m ay  con ta c t  present  or fo rm er  em p lo y e r s  or o th e r  persons w h o  k n o w  m e  to 
ob ta in  add i t iona l  in fo rm a t ion  ab ou t  m y  sk i l l s  and  ab i l i t i e s .  I unders tand  that the  in fo rm a t ion  on this app l i c a t io n  is pub l ic  in fo rm a t ion  and  m ay  
be re lea sed  through a legal r eques t  for such in fo rm a t ion .

Siqnatura In Ink

0 1 0 1 2 ( 1 / 8 1 )  Back

The O ll ic e  o f the G o vern o r anti the S ta le  of A lask a  have an A ffirm a tive  A ctio n  Eq u a l E m p lo y m e n t O p p o rtu n ity  Program . T o  assist 1.1 tho p ro q ram , you  
are asked to v o lu n ta r ily  answer the fo llow ing  q uestio ns 10 provirfu the in fo rm atio n  necessary tor reporting  purposes. U n der S ta te  and Fed era l la w . the  
in fo rm a tio n  yo u  provide w ill n o t be user* to illeg a lly  d iscrim in ate  against yo u .

S E X  ET H N IC  B A C K G R O U N D
Main whita D  Black CU Hispanic  Q Alaska  Native D  Asian or Pac if ic  Is lander t- j Amer ican  Ind ian

d  Fem a le
Oate of Birth Mili tary Service ( If app l icab le , give d.net)

4 - 1 6 - 3 7  U S  A r m y ,  F t .  O R D , C a l i f o r n i a  E - 4  R a c i n g



D e l i a  I _-P-r-uhs- 
P.O. P o x  1735 
F a i r b a n k s  99707

A t t a c h m e n t  to r e s u m e  for W o r k e r ' s  C o m p e n s a t i o n  B o a r d

P a r t - o w n e r  of  P i k e s  L a n d i n g ,  a n d  o f f i c e r  in C o r p o r a t i o n



R E S U M E

R e s i d e n t  of A l a s k a :  14 1/2 v e aL a V e r n e  F. C o l l i n s

221 East 7th A v e n u e  £ 2 1 5

Anchorage, A l a s k a  9 9 5 0 1

T e lephone: H o m e  - 2 7 6 - 1 2 9 9

3us. - 2 7 6 - 2 9 5 5 x 2 3 0

EDUCATION’

Uni v e r s i t y  cf S : ; t h e r n  C a l i f o r n i a ,  M a s t e r s  o f  P u b l i c  A d m i n i s t r a t i o n ,  193 0  

U nive r s it y  of A l a s k a ,  A n c h o r a g e ,  B.A., M a n a g e m e n t ,  197 7

U n i v e r s i t y  of A l a s k a ,  A n c h o r a g e ,  A s s o c i a t e  D e g r e e ,  P o l i t i c a l  S c i e n c e ,  1 9 7 3

S P E C I A L I S E D  " A I M I N G

Air Traffic C o n t ro l  T r a i n i n g  

P r i v a t e  i'ilot G r o u n d  S c h o o l  

Real Estate

Ap p r a i s a l of R eal E s t a t e

E M P L O Y M E N T  H I S T O R Y *

P r o g r a n  Analyst: A u g u s t  1981 to P r e s e n t

P r o g r a m  Analyse: M a r c h  1951 to A u g u s t  1981

I n t e r n e t i o n a l  A v i a t i o n  

A n a l y st

J u n e  1980 to M a r c h  1981

Special \ssistant to 

R e g i o n a l  D i r e c t o r

R e a l t y  S p ecialist

J a n u a r y  1979 to S e p t e m­

be r  1979

A u g u s t  1975 to Jan. 1979

M i n e r a l s  M a n a g e m e n t  S e n  

A l a s k a  O C S  R e g i o n  

P.O. Box  1 159 

A n c h o r a g e ,  A l a s k a  9 9 5 1(

’’•''Jural A v i a t i o n  Admit 

O f f i c e  of A v i a t i o n  Sal 

8 0 0  I n d e p e n d e n c e  Aveni 

W a s h i n g t o n ,  D.C. 2002^

F e d e r al  A v i a t i o n  Admir 

O f f i c e  of I n t e r n a t i o n a  

A f f a i r s

8 0 0  I n d e p e n d e n c e  A v e n e  

W a s h i n g t o n ,  D.C. 2002

F e d e r a l  A v i a t i o n  A dmir 

A l a s k a n  R e g i o n  

A n c h o r a g e ,  A l a s k a

F A A , A l a s k a n  R e g i o n  

L o g i s t i c s  D i v i s i o n  

A n c h o r a g e ,  A l a s k a

A i r  T r a f f i c  Cent r o l l e r J u n e  1972 to A u g u s t  1975 FAA, A l a s k a n  R e g i o n

A R T C C , A i r  T r a f f i c  Div 

A n c h o r a g e ,  A l a s k a



Realty Ass i st a n t

Teller

M a y  1 9 6 9  to A u g u s t  1971

A u g u s t  1 9 6 8  to M a y  1969

F A A ,  A l a s k a n  R e g i o n  

A i r w a y  F a c i l i t i e s  Di 

A n c h o r a g e ,  A l a s k a

Elr-endorf F e d e r a l  

C r e d i t  U n i o n  

E l n e n d o r f  A F B ,  A l a s k

* Detailed Job D e s c r i p t i o n s  p r o v i d e d  u p o n  re q uest.

coir-r.'NiiY i::v d l v e :i e n t s

Past: Hoard of D i r e c t o r s :  A l a s k a  C h i l d r e n  S e r v i c e s ,  KAKM.

Federal E x e c u t i v e  A s s o c i a t i o n ,  C h a i r m a n ,  C i v i l  R i g h t s  Coir.rdttee 

7AA, Equal E m p l o y -  :-nt O p p o r t u n i t y  A d v i s o r y  B oard

Past P r e s i d e n t ,  A l a s k a  F e d e r a t i o n  of B u s i n e s s  a n d  P r o f e s s i o n a l  '.."omen Cl

Present: Member, S h i l o h  M i s s i o n a r y  B a p t i s t  C h u r c h

M c r t h  to the F u t u r e  B u s i n e s s  a n d  P r o f e s s i o n a l  W o m e n ’s C l u b  

A n c h o r a g e  L e a g u e  of W o m e n  V o t e r s



A d d e n d u m  t o  R e s u m e  - L a V e r n e  F. C o l l i n s .

A. R e a l  E s t a t e  r e l a t e d  t r a i n i n g

1. U n i v e r s i t y  o f  A l a s k a  c o u r s e s

R e a l  E s t a t e  L a w  

R e a l  E s t a t e  I n v e s t m e n t s  

R e a l  E s t a t e  F i n a n c i n g  

F e a s i b i l i t y  S t u d i e s

2. A m e r i c a n  I n s t i t u t e  o f  R e a l  E s t a t e  A p p r a i s e r s

P r i n c i p l e s  o f  A p p r a i s i n g  

C a p i t a l i z a t i o n ,  T h e o r y ,  a n d  T e c h n i q u e s

3. A m e r i c a n  R i g h t - o f - W a y  A s s o c i a t i o n

R - O - W  N e g o t i a t i o n s  

I n t e r p e r s o n a l  R e l a t i o n s

4. A l a s k a  S t a t e  L i c e n s e  R e a l  E s t a t e  C o u r s e

B. R e a l  E s t a t e  E x p e r i e n c e

1. R e a l  e s t a t e  p o s i t i o n s  w i t h  t h e  F e d e r a l  G o v e r n m e n t

... R e a l t y  A s s i s t a n t  - 3 y e a r s  

R e a l t y  S p e c i a l i s t  - 4 y e a r s

S e r v e d  a s  a C o n t r a c t i n g  O f f i c e r  a n d  S t a f f  A p p r a i s e r  f o r  

t h e  F e d e r a l  A v i a t i o n  A d m i n i s t r a t i o n ,  A l a s k a n  R e g i o n .  

R e s p o n s i b l e  f o r « . a c q u i s i t i o n , m a n a g e m e n t ,  d i s p o s a l ,  a n d  

a p p r a i s a l s  f o r  F A A  r e a l  p r o p e r t y  t h r o u g h o u t  t h e  S t a t e  

o f  A l a s k a .

2. M a n a g e m e n t  o f  p e r s o n a l  r e a l  e s t a t e  i n v e s t m e n t s  s i n c e  1 9 7 7 .

O



F e b r u a r y  1 4 ,  1 9 8 3

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

D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t  

A t t e n t i o n :  M r .  R i c h a r d  A .  L y o n

C o m m i s s i o n e r

P o u c h  D

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  L y o n :

I d e s i r e  a p p o i n t m e n t  a s  a P u b l i c  M e m b e r  t o  t h e  S t a t e  o f  

A l a s k a ,  R e a l  E s t a t e  C o m m i s s i o n .  1 h a v e  e l e v e n  y e a r s  o f  

r e a l  e s t a t e  e x p e r i e n c e  b o t h  f o r  t h e  F e d e r a l  G o v e r n m e n t  

a n d  t h a t  g a i n e d  f r o m  p e r s o n a l  i n v e s t m e n t s .  M y  r e a l  

e s t a t e  e x p e r i e n c e  i n c l u d e s  t h e  a p p r a i s a l  a n d  a c q u i s i t i o n  

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

f a c i l i t i e s  t h r o u g h o u t  t h e  S t a t e  o f  A l a s k a .  I h a v e  a l s o  

l e a r n e d  m u c h  a b o u t  c o m m e r c i a l  r e a l  e s t a t e  m a t t e r s  w h i l e  

a c q u i r i n g  a n d  m a n a g i n g  a v a r i e t y  o f  r e a l  e s t a t e  f o r  m y s e l f ,

i . e .  f o u r - p l e x ,  m o b i l e  h o m e ,  c o n d o s ,  s i n g l e  f a m i l y  r e s i d e n c e s ,

I b e l i e v e  t h e s e  a n d  o t h e r  e x p e r i e n c e s  a n d  t h e  t r a i n i n g  

l i s t e d  o n  t h e  a d d e n d u m  t o  m y  r e s u m e  u n i q u e l y  q u a l i f i e s  

m e  t o  s e r v e  o n  t h e  R e a l  E s t a t e  C o m m i s s i o n .  I a p p r e c i a t e  

t h e  o p p o r t u n i t y  t o  u s e  m y  r e a l  e s t a t e  e x p e r i e n c e  i n  

s e r v i c e  to m y  S t a t e .

R e s p e c t i v e l y  s u b m i t t e d ,

L a V e r n e  F. C o l l i n s

E n c l o s u r e  - R e s u m e  w i t h  a d d e n d u m

c c : Office o f  the G o v e r n o r  I,
Attn: Ms C nroL Derfn e r



E D  ANDERS 

S R  Bo x  51130 

F a irbanks, A l a s k a  99701 

Phone: (907) 4 8 8 - 6 5 4 7

X

PERSONAL

M a r i t a l  Status: M a r r i e d

C h i l d r e n :  T h r ee

D at e  of Birth: 1 0 / 21/43

H e a l t h :  E x c e l l e n t

E X P E R I E N C E  A M D  E D U C A T I O N

1975 - P r e s e n t  B u s i n e s s  D e v e l o p m e n t

A f t e r  l e a v i n g  the Governor's O f f i c e  l a t e  in 1974, m y  f a m i l y  

a n d  I r e t u r n e d  to ou r  h o m e  in Fairbanks, a n d  b e c a m e  i n v o l v e d  

i n  s m a l l  b us i n e s s  d e v e l o p m e n t  w h i c h  included:

1. C h e n a V a l l e y  D e v e l o p m e n t  - a s m a l l e a r t h - m o v i n g  and 

c o n s t r u c t i o n  c o m p a n y  w h i c h  m y  w i f e  a n d  I p u r c h a s e d  in the 

s p r i n g  of 1975.

2. A n d e r s  T r a n s p o rt a t i o n ,  Inc. - a s m a l l  school bus 

c o n t r a c t i n g  c o m p a n y  started by m y  p a r e n ts  in 1959. In 1975, I 

p u r c h a s e d  the c o m p a n y  f o l l o w i n g  m y  father's death, and h a v e  

w o r k e d  to e x p a n d  its o p e ra tions.

3. V a l l e y  Center - a retail b u s i n e ss  l o c a t e d  at m i l e  23,

C h e n a  Ho t  S p r i n g s  Road. I n c lu d e s  re t a i l  grocery, l i q u o r  and 

f u l l - s e r v i c e  garage. It h o l d s  the C h e v r o n  d e a l e r s h i p  a n d  

o t h e r  m i s c e l l a n e o u s  retail f u n c t i o n s  such as propane, tire 

repair, etc.

1972 - 1974 A d m i n i s t r a t i v e  A s s i s t a n t  to G o v e r n o r  E g a n

T h e  p r i m a r y  du t i es  of that p o s i t i o n  were:

1. R e s p o n s i b i l i t y  for the o rg a n i z a t i on ,  m a n a g e r i a l ,  and 

f i s c a l  r e s p o n s i b i l i t i e s  of the office.

2. W i t h  the e x e c u t i v e  assistant, c o o r d i n a t e  the s h o r t - r a n g e  

a n d  l o n g - r a n g e  p r o g r a m  d e v e l o p m e n t  w i t h  the v a r i o u s  d e p a r t m e n t  

heads.

3. S erve o n  the G o vernor's Bu d g e t  R e v i e w  C o m m i t t e e ,  and 

c o o r d i n a t e  the d e v e l o p m e n t  a n d  c o m p l e t i o n  of d e p a r t m e n t a l  

b u d g e t s .

4. R e v i e w  and s u p e r v i s e  all b i d d i n g  a n d  c o n t r a ct u a l  

a r r a n g e m e n t s  for the G overnor's O f f i c e  and for o th e r  

d e p a r t m e n t s  w h e n  n e cessary.



ED A N D E R S  - Re s u m e  

# Page 2

E X P E R I E N C E  A N D  

1971 - 1972

1971

1967 - 1971

1964 - 1967

A l a s k a  A d m i n i s t r a t i v e  C o d e  C o o r d i n a t o r

C a r r i e d  out the c o m p l e t e  r e v i s i o n  of the A.A.C. Thi s  h a d  b e e n  

m a n d a t e d  by leg is l a t i o n ,  a n d  a s s u m e d  by t h e n  L i e u t e n a n t  

G o v e r n o r  H.A. "Red" Boucher. A c t e d  as l i a i s o n  w i t h  all state 

d e p a r t m e n t s  a n d  the D e p a r t m e n t  of L a w  i n  the publication, 

r e v i e w  an d  s u b m i s s i o n  of m a t e r i a l s  for p u b l i c a t i o n  in the 

A l a s k a  A d m i n i s t r a t i v e  Code. A l s o  h a d  r e s p o n s i b i l i t i e s  for 

s p e e c h  w r i t i n g ,  p e r s o n n e l  m a n a g e m e n t  a n d  the D i v i s i o n  of 

Elec t i o ns .

I
A c a d e m i c  C o u n s e l o r . D e p u t y  D i r e c t o r  of C a r e e r  P l a n n i n g  a n d  

P l a c e m e n t ,  U n i v e r s i t y  of Alaska, F ai r b a n k s .

R e s p o n s i b l e  for a c a d e m i c  a n d  p e r s o n a l  c o u n s e l i n g ;  w o r k e d  w i t h  

p o t e n t i a l  e m p l o y e r s  to a r r a n g e  j o b  i n t e r v i e w s.  A l s o  h a d  s o m e  

s taff s u p e r v i s o r y  r e s p o n s i b i l i t i e s .

U n d e r g r a d u a t e  - U n i v e r s i t y  of A l a s k a .  F a i r b a n k s

B.A. de gr e e  in p o l i t i c a l  science, c u m  l aude w i t h  a m i n o r  in 

e c o n o m i c s  a n d  a m i n o r  in history. H a v e  done s o m e  g r ad u a t e  

s t u d i e s  ii. p o l i t i c a l  science.

D e p a r t m e n t  cf H i g h w a y s  (DOT/PH)

W o r k e d  i n  F a i r b a n k s  a n d  V a l d e z  in m a i n t e n a n c e  o p e r a tions.

E D U C A T I O N  ( C o n t i n u e d )



ED ANDERS

OVERVIEW

T he a r e a s  w h e r e  I b e l i e v e  m y  b a c k g r o u n d  can best be a p p l i e d  are:

1* G o v e r n o r ' s  O f f i c e  - p o l i c y  an d  p r o g r a m  m a n a g e m e n t ;  l e g i s l a t i v e  ex p e r i en c e .

2. E d u c a t i o n  - U n i v e r s i t y  of Ala s k a  an d  r u r a l  A l a s k a  e d u c a t i o n  programs.

(Have b e e n  a b o a r d  m e m b e r  of U n i v e r s i t y  of A l a s k a  A l u m n i  A s s o c i a t i o n  for

a p p r o x i m a t e l y  six years.)

3. A d m i n i s t r a t i o n  - per s o n n e l  m a n a g e m e n t  e x p e r ience.

4. C o m m u n i t y  and R e gi o n a l  A f f a i r s  - good w o r k i n g  r e l a : i o n s h i p  w i t h  and 

a p p r e c i a t i o n  for r ural Alaska.

5. T r a n s p o r t a t i o n  and P ub l i c  F a c i l i ti e s  - goo d  w o r k i n g  k n o w l e d g e  of p e r s o n n e l  

a n d  p r o g r a m s  - F a i r b a n k s  office.



f

•

C A P I T A L  I N V E S T M E N T  R E A L T Y ,  INC.__________

P. O . B O X  7 0 7 6  

2 2 0 8  T O N G A S S  AVEN U E 

K e t c h i k a n . A l a s k a  9 9 9 0 1  

9 0 7  2 2 5 - 9 6 5 1

F e b r u a r y  3, 1984

TO W H O M  IT MA Y  CONCERN:

RESUME: John E. Benson, Real Estate Broker 

P. 0 ~ B o x  7076 Ketchikan', A l a s k a

I was born in Roseau, M i n n e s o t a  on M a r c h  21, 1913. I a t t e n d e d grade' 

a nd high school in Roseau. I a t t e n d e d  the U n i v e r s i t y  of Min n e s o t a 

taking cour s e s  in Civil En g i n e e r i n g  and wo r ke d  toward a m i n o r  in 

Business A d m i n i s t r a t i o n .

My father was in the real estare busin e s s  w o r k i n g  w i t h  the Great 

N o r t h e r n  R a i l r o a d  l o c ating a lar.d grant r a ilroad in N o r t h e r n  M i n n e­

sota and locating immigrant farmers on land in that area. This was 

my e arly e x po s u r e  to e n g i n e e r i n g  and real estate and influenced my 

future endeavors.

On c o m p l e t i n g  school I e n t er e d  the field of C o n s t r u c t i o n  and Civil 

E n g i n e e r i n g  m a i n l y  in the field of Bridge a n d H i g h w a y  construction.

In 1941 1 joined M o r r i s o n - K n u d s e n  Company, Inc as their Chief Cost 

En g i n e e r  on their w a r t i m e  projects In South America, Puerto Rico 

and finally in T r a v i s  Ai r  Force Base in C a l i f o r n i a  leaving them in 

1949.

For the next two years I was in C o n s t r u c t i o n  E n g i n e e r i n g  in N o r thern 

M i n n e s o t a  for the C o u n t y  and State H i g h w a y  Departments.

In 1951 1 a c c e p t e d  an a s s i g n m e n t  to A l a s k a  from the A l a s k a  Public 

W o r k s D e p a r t m e n t  (Federal) and was located in Ketchikan, Alaska. I 

was the C o n s t r u c t i o n  E n gineer on the street widening, bridges, sewer, 

water, hea l th  centers, schools and related facilities.

With S t a t e h o o d  in 1959 I a c c epted an offer from the State of Al a s k a  as 

their C o n s t r u c t i o n  E n g ineer in Juneau. I s u p e r v i s e d  their s t a t e­

wide public f a c i l i t i e s c o n s t r u c t i o n  t r a v e l l i n g  e x t e n s i v e l y  and a d v a n c­

ing to the top p o s i t i o n  as D i r e c t or  of the D i v i s i o n  of Buildings.

In 196^ I pa s s e d the Real Estate E x a m i n a t i o n  and became a licensed 

Bro ke r  w ith license n u m b e r  0064. 1 p r a c t i c e d  Real Estate part time

in Jun e a u  w ith the firm of Capital Realty.

In 1976 I re t urned to my home in K e t c h i k a n  and o p e n e d  a Real Estate 

Of f ic e  as Broker and Owner. Thi s  p r ac t i c e  has been very successful.

I have s u p e r v i s e d  a staff of four A s s o c i a t e  Brokers and two salesmen.

I have a lso tuto re d  several people "ho are now licensed to practice 

real estate.
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I w o u l d  a p p r e c i a t e  being c o n f i r m e d  as a m e m b e r  of the State Real Estate 

C o m m i s s i o n  as I feel that m y  e x p e ri e n c e  is v ery v a l u a b l e  to this c o m­
mission.



R E S U M E

G i l  S e r r a n o

600 E. N o r t h e r n  L i g h t s  Blvd. 
A n c h o r a g e ,  A l a s k a  99504 
(907) 2 7 8 - 9 6 0 7

M a r i t a l  S t a tus: U n m a r r i e d

C h i l d r e n :  F o u r  (ages 5-21 years)

Age: 44

W O R K  E X P E R I E N C E  £ Q U A L I F I C A T I O N S :

S e r v e d  in t h e  U n i t e d  S t a t e s  A r m y  and came to A l a s k a  in 
1 959, r e s i d i n g  h e r e  s i n c e  th a t  time. H o n o r a b l e  D i s c h a r g e  
in 1961.

1963 M a n a g e d  G o t t s t e i n  V e n d i n g  and l a t e r  b e c a m e  a p a r t n e r
w i t h  t h e  com p a n y .  G o t t s t e i n  V e n d i n g  w a s  s o l d  in 1969.

1 9 6 9  S t a r t e d  A l a s k a  F i l m  S t u d i o ,  A d v i c e  and C o n s e n t  P u b l i c  
R e l a t i o n s ;

1 9 7 3  S t a r t e d  T h e  Land C o m p a n y  w i t h  C a r r - G o t t s t e i n  P r o p e r t i e s .  
S e r v i n g  as P r e s i d e n t  and B r o k e r  u n t i l  the p r e s e n t .

A C T I V I T I E S  A N D  O R G A N I Z A T I O N S

A l a s k a  J C ’s - Vi c e  P r e s i d e n t / A n c h o r a g e  C h a p t e r  ( 1 9 6 4 - 1 9 7 0 )  
L U L A C  - P r e s i d e n t  ( 1 9 8 0 - 1 9 8 1 ) ,  S t a t e  D i r e c t o r  ( 1 9 8 3 - 1 9 8 5 )  
D e m o c r a t i c  P a r t y  D i s t r i c t  "D" - C h a i r m a n  (1S68)
M e m b e r  o f  the A n c h o r a g e  B o a r d  o f  R e a l t o r s
S e r v e d  o n  t h e  M a y o r a l  T a s k  F o r c e  (Social S e r v i c e s  - 1982)
C a n d i d a t e  f o r  t h e  S t a t e  S e n a t e  - 1970



P r o f e s s i o n a l  Resume

AN'1 SC-366-0006

Calif. RN s.•.•2 34'4 3

L y n n  E. H a rt z  

3 PA Box 1563-3 

A n c h o r a g e ,  AK 0)50''

I. E d u c a t i o n

1977 - S o n o m a  S t a t e  U niversity, D e p a r t m e n t  o f  N u r s i n g ,  E.Si.N.

P u b l i c  H e a l t h  N u r s i n g  - C e r t i f i c a t e  

F a m i l y  N u r s e  P r a c t i t i o n e r  - C e r t i f i c a t e

1973 - V e n t u r a  J u n i o r  C o l lege, D e p a r t m e n t  of Nur sing, A . 13...

II. W o r k  E x p e r i e n c e

1982 - C o n su l t a n t ,  UAA - S c h o o l  o f  N u r s i n g

O v e r  a s i x - w e e k  period, I s e r v e d  as a co-:i ivestigator in r e s e a r c h  

on a s e x u a l l y  t r a n s m i t t e d  infection.

1978 to P r e s e n t  - F a m i l y  N u rs e  P r a c t i t i o n e r ,  M u n i c i p a l i t y  F a m i l y  P l a n n i n q

Clinic.

My d u t i e s  include p h y s i c a l  exam, d i a g n o s i s  a n d  m a n a g e m e n t  of  

c o m m o n  g y n e c o l o g i c  c o m pl a i n t s ,  and p r e s c r i b i n g  b i r t h  cont r o l  

methods. F o r  two y e a r s I hav e  b e e n  a c t i n g  as a p r e c e p t o r  for 

WAM I m e d i c a l  and UA A  n u r s i n g  s t u d e n t s  on r o t a t i o n  through the 

family p l a n n i n g  clinic. O t h e r  a c t i v i t i e s  include: s t a r t i n g  a

s i c k l e - c e l l  s c r e e n i n g  p r o g r a m  for the clinic, w r i t i n g  and i n s t i­

tuti n g  an a d u lt  h e a l t h  s c r e e n i n g  p r o gram, w r i t i n g  and u p d a t i n g  

n u r s i n g  p ro t o c o l s ,  and r e p r e s e n t i n g  the c l i n i c  at the B o a r d  cf 

N u r s i n g  meetings. _

198 0 - E x e c u t i v e  Di rector, A l a s k a  N u r s e s  A s s o c i a t i o n  C o n t i n u i n g  E d u c a­

tion, A p p r o v a l  a n d  R e c o g n i t i o n  P r o g r a m

A s  s t a f f  s u p p o r t  for the c o n t i n u i n g  e d u c a t i o n  commi t t e e ,  I p r o ­

ces s e d  e d u c a t i o n a l  p r o g r a m s  a n d  c l a s s e s  for a p p ro v a l ,  s u p e r v i s e d  

a n d  up d a t e d  of f i c e  o r g a n i z a t i o n ,  :ind c o o r d i n a t e d  f u n d r a i s i n g  

a ctivities.

1974 to 1978 - D i r e c t o r  of I n s e r v i c e

D i r e c t o r  of E m p l o y e e  Hea th 

S t a f f  N ur s e  - ICU

W a r r a c k  M e d i c a l  Center, S a nt a  Rosa, CA.

F o l l o w i n g  gr a d u a t i o n,  I a s s u m e d  r e s p o n s i b i l i t y  for c o n t i n u i n g  

e d u c a t i o n  for the n u r s i n g  staff. I d e s i g n e d  a n d  .implemented an 

in-patient, o u t - p a t i e n t  d i a b e t i c  te a c h i n g  p r o g r a m  w h i c h  w a s  the 

first of its k ind in the area. W it h  thie a d m i n i s t r a t i o n ' s  b a c king, 

I b e g an  an e m p l o y e e  h e a l t h  p r o g r a m  w h i c h  i n c l u d e d  c o u n s e l i n g  and 

y e a r l y  s c r e e n i n g  p h y s i c a l  exams.
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1977 - Fat'.'ily N u r s e  Fractitzi.nner, C o m m o n  H e a l t h  C l u b

O n  a cor.tractural b asis I p r o v i d e d  s c r e e n i n g  p h y s i c a l s  and heal t h  

e d u c a t i o n  for members.

I P 3 to 1974 - S t a f f  N u r s e

I n t e n s i v e  C a r e  Unit

U n i v e r s i t y  of C a l i f o r n i a  M e d i c a l  C e n t e r s  

U C L A  - U C S F

1971 to 1973 - Nurses' Aide, V e n t u r a  C o u n t y  H o s pital, Ventu r a ,  CA.

1 9 6 9  to 197 0  - Nurses' Aide, O x n a r d  C o n v a l e s c e n t  Home, CA.

IIL. O t h e r  P r o f e s s i o n a l  T r a i n i n g  a n d  E x p e r i e n c e s

1973 to 1982 - C e r t i f i c a t e  o f  A c h i e v e m e n t  - A l a s k a  CEARP. T his re q uires

60 o r  m or e  h o u r s  of  c o n t i n u i n g  e d u c a t i o n  e v e r y  two years.

1982 - Rural N u r s i n g  - I a s s i s t e d  a local n urse p r a c t i t i o n e r  on h e r

y e a r l y  v i s i t  to an E sk i m o  villa g e , p r o v i d i n g  w o m e n ' s  h e a l t h  care.

1930 - A u t h o r i z a t i o n  to p r a c t i c e  as an A d v a n c e d  Nurse P ra c t i t i o n e r  

t h r o u g h  the A l a s k a  D i v is i o n  o f  O c c u p a t i o n a l  Li censing.

1979 - C e r t i f i c a t i o n  by e x a m i n a t i o n  as a F a m i l y  N ur s e  P r a c t i t i o n e r  

t h r o u g h  the A m e r i c a n  N ur s e s  A s s o c i a t i o n .

1977 - C e r t i f i c a t i o n  as a c o n t i n u i n g  e d u c a t i o n  i n st r u c t o r  by the C a l i f o r­

nia  Board  of R e g i s t e r e d  Nurses.

1974 - C o r o n a r y  C a r e  C e r t i f i c a t i o n

IV. P r o f e s s i o n a l  I n v o l v e m e n t

1982 to P r e s e n t  - A d v i s o r y  C o m m i t t e e  for the nurse p r a c t i t i o n e r  c o m p o n e n t

of U A A  S c h o o l  of N u r s i n g  M a s t e r ' s  Program.

1978 to P r e s e n t  - C a l i f o r n i a  C o a l i t i o n  of N u r s e  Practit i o n er s .

1978 to P r e s e n t  - "PEER" C r o u p  - s t a t e w i d e  a s s o c i a t i o n  of n urse p r a c­

tit ioners  in Alaska.

1976 to P r e s e n t  - A m e r i c a n  N u r s e s  A s s o c i a t i o n :

A. C o u n c i l  of P r i m a r y  H e a l t h  C a r e  N u r s e  P r a c t i t i o n e r s

1978 to P r e s e n t  - A l a s k a  N u r s e s  A s s o ci a t i o n :

A. S tate C o n v e n t i o n  C o m m i t t e e  - 1902-3

B. D i s t r i c t  N o m i n a t i o n s  C o m m i t t e e  - 1982-3

C. D i s t r i c t  P r o g r a m  C o m m i t t e e  - 1981-82

D. S t a te  C o n t i n u i n g  E d u c a t i o n  C o m m i t t e e  - 197 B - 19 8 0



C o m m u n i t y  I n v o l v e m e n t

1978 to 1982 - M e m b e r  KAKM, p u b l i c  TV.

1982 - M e m b e r  KSKA, p u b l i c  radio.

1982 - Member, U n i t a r i a n  U n i v e r s a l i s t  F ellowship. 

P e r s o n a l

Bor n M a r c h  5, 1952 

A l a s k a  r e si d e n t  since 1978 

M a r r i e d  8 y e a rs  

One 3 - y e a r - o l d  son



ATiTCE/lsOT DMON 
BOX 235 

BAPPO\7, ALASKA 99723

QRCANI3ATTONS AND COMMITTEES 

UIC Board .Member

UIC Arctic Slope Inuniat Foundation 
Board member

Barrow Health Board (Member)

Prudhoe Communication (Board Member)

American Societv -or Circumoolar Health 
(Member)

Alcoholism Program (Board Member)

North Slone Borouah Assembly Member

Utkeaqvik Presbvtorian Church Elder

Utkeagvik Presbvtorian Church Deacon

Utkeagvik Presbyterian Church Trustee

Utkeagvik Presbvtorian Church Chair Member

Utkeaqvik Presbvterian Church UFV 
Association officer

Enrol ovmant

PHS Hosnital Barrens Alaska, as nurse's 
aid

1) Member of Advisorv Committee 
?.) E.F.O. Counselor while emnloved

North Slone Borough

Part-time Tnupiat language Coamission 
Translator and Intemreter

Belong to t-Jre Mo tire r ' s Club

Tka’arqtl t Board Member
for Fami.lv Presbrvterian Church 
counseling and alcohol Program

DATES

1981-1983

1982-1983

1974-1983

1982-1983

1981-1983

1961-l°7n's 

19? -1978 

197R-1982 

1976-1978

14 Years 
Retired

1983-



O FF IC E  OF THE G O V ER N O R  
P j u c I i  A 

Juneau , A laska 9 9 8 1 1

BO ARD S  APOD COMMISSIONS RESUM E

STATE OF ALASKA

IN STRUCT IONS

A separate application is required for each position for which you app ly . Complete and specific answers 
will aid in rapid and accurate processing of your resumg. The initial determination of whether you 
qualify for the position specified will be based on this application.

Please type or print legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfu lly false answer may result in your disqualification or removal from office if you are appointed.

Position lo r w h ich  I am  a p p ly in g :

Please list any other Board  or C om m iss io n  on w h ich  you serve:

^}e\fVVcv.\. H■x.a.UNMivefS

Nam e

YAu i I  U f l.f “V Vv u o r ta  f j
Previous N am e ap p lied  under

tvA
M ailing Address R esidence Address

\ V ) 4 T 'ts cW .r /Vue .
C ity , State and Z ip  Code

*5 c A d c r W v . k k >  ^ 4 4 ^
H om e Telephone Business or Message Telep hone

‘ f e n - 2. 62. - -vt a s

REPO RT  A D D RESS  AND TELEPH O N E  CH ANG ES  PRO M PTLY

A S  39 0 5 .1 0 0  requires th a ; a person ap po inted  to a board or com m ission  ho a registered voter b e lc re  I h r  last general e lection : 

Are yo u  a registered vo ter? [JJ^ Y E S  £ ]  N O  v.

V o ter R eg istration  N um ber (O p tio n al) So c ia l S e c u r ity  N u m ber (O p tio n al)

S i s  ' M B  1 3 (,
Havo you over been co nvicted  o l a m isdem eanor w ith in  the past liv e  years or a fe lon y w ith in  the past tun years? Q  Y E S  0 * N O

II  " Y E S " ,  exp la in  tho c ircu m stan ces on  a separate sheet o l paper and attach  it to th is  a p p lica tio n . A  co n v ict io n  is no t necessarily  grounds for 

d isq u a lif icatio n . Thu  num ber o f co n m ctio n s, natu re , recen cy ant) re la tio n sh ip  to thu b o ard  p o sitio n  applied for w ill bo eva lu at-u  and a d ete rm in a tio n  

w ill bo m ade a lte r  a review  o f a ll re levant facts.

A o o licy  in the C lovernor's O ff ice  perta in ing  to bo ards and com m issions is that a m em ber attend  at least 75%  of thu m eetings. A ro there an y  c ircu m stan ces  

in e ither your professional or pursonal life  w h ich  w o u ld  prevent yo u  from  p articip atin g  at tho requ ired  au th o rized  m ootings? C l  Y E S  B ' N O

If ' Y E S ” , exp la in  on n separate sheet of paper and  attach  to this ap p lica tio n .

This position m ay require  that tho m em ber travel to either urban or rural (or bo th) areas. Aro there an y  c ircu m stan ces w h ich  w o u ld  prevent y o u  front 

p articipating? No

C O N F L IC T S  O F  I N T E R E S T :  C erta in  B oards and Co m m iss io n s requ ire  fu ll d isc lo sure  o l personal financia l tlata  under A S  3 9 .5 0 .0 1 0 . II req u ired  for the  

Board or C om m ission  for w h ich  you are a p p ly in g , are yo u  w illin g  to do  so ? 0 Y E S  CD N O

Cou ld  you or an y  m em ber o f you r fam ily  bo a ffected  f in a n c ia lly  bo decis io ns to be m ade b y  the Board  or C om m iss io n  for w h ich  y o u  havo a p p lied ?

□  Y E S  E T n O  If " Y E S " ,  exp la in .

Th e  O ff ice  o f  the Gove rno r  wi l l no t d is c r im ina te  aga inst an app l ic an t  fo r a Board  o r  C om m iss io n  based o n  S e x ,  A g e ,  N a t io na l  Orig in , Mar i ta l S t a tu s ,  
P regnan cy ,  H and icap ,  M i q i o n  or P a r en thood .

01012(2,ail ' '



" ________________________________________

T R A IN IN G  fir E X P E R I E N C E :  ( I f  resum n attached , it n  not necessary to co m p lete  Item s A -D )

A . L is t  a n y  professional licenses, ce rt ifica t io n s , or reg istratio ns and dates ob ta ined that m ay b e used as q u a lify in g  c rite ria :

L i c e n s e d  i n  t h e  S t a t e  o f  W a s h i n g t o n  

L i c e n s e d  i n  t h e  S t a t e  o f  A l a s k a

3. L is t  both form al and in fo rm a l ed ucatio n  and tra in ing  experiencoc: (U se add itio nal paper if necessary)

D e n t a l  C o n t i n u i n g  E d u c a t i o n  i n  t h e  A r e a s  o f :  

P e r i o d o n t a l  D i a g n o s i s  &  T r e a t m e n t  

D e n t a l  M a t e r i a l s  

R e s t o r a t i v e  D e n t i s t r y  

T M J  &  E q u i l i b r a t i o n  t r e a t m e n t  

H y p n o s i s  t r a i n i n g  

C P R  T r a i n i n g  

K e n e s i o l o g y  S e m i n a r

C . L is t  any co m m u n ity  serv ice  o o sitio n s. m u n ic ip a l governm ent p o sitions, state p o sitions h e ld , and list any aw ard s received . These in c lu d e  both com pensate' 
an il uncom pensated  p o sitions (for exam p le , president of a serv ice  o rganization  or a m a y o r). A lso  in c lu d e  lengtn of tim e served in the  positions.

E S T  S t a n d a r d  T r a i n i n g  G u e s t  S e m i n a r  L e a d e r  

R o a d  S e r v i c e  A r e a  S u p e r v i s o r

P a s t  P r e s i d e n t  o f  K e n a i - K o d i a k  D e n t a l  S o c i e t y

P a s t  M e m b e r  o f  t h e  A l a s k a  D e n t a l  S o c i e t y  E x e c u t i v e  C o u n c i l

G a v e  F r e e  D e n t a l  C l i n i c  a t  t h e  K e n a i  W e l l n e s s  F a i r

A  p a s t  m e m b e r  o f  t h e  S c h o o l  N u t r i t i o n a l  A d v i s o r y  C o m m i t t e e

D o n a t e s  t i m e  f o r  E l e m e n t a r y  D e n t a l  E d u c a t i o n  e a c h  y e a r

D. Em p io y r.-e n i w o rk  h isto ry : p / id , u n paid  or v o lu n ta ry : (Use ad d itio n al paper if :.ocossary)

A c t i v e  Du t y  in the U S  Army; A u g u s t  1 9 7 2 - A u g u s t  1975
Rank: C a p t a i n  - M a j o r

S e l f - E m p l o y e d  G e n e r a l  D e n t i s t  1 9 7 5 - P r e s e n t

Tho  O ll ic e  o f ll ic  G o v ern o r and th 
■ire asked to v o lu n ta r ily  answ er the 
in fo rm atio n  yo u  p tov ide w ill n o i L

S E X  E T H N IC  B A C r  

M a i n  H w h n o  C l  Q 

r j  F n m . i l n

e S ta te  of A laska  have an A ff irm a tive  A c tio n  E q u a l E m p lo y m e n t  O p p o rtu n ity  Program . T o  assist n  th Program , you  
fo llo w in g  questions to prov ide the in fo rm atio n  n ecessary  for rep o rtin g  pu rposes. U nder Stato  end Fed e . 1 law , the 

e used to illeg ally  d iscrim in ate  against you .

G R O U N D

ack  D  H itp an .c  CD A lask a  N ative CD Asian or P a c if ic  Islan der CD A m erican  Ind ian

□  .Ha o l Oirlh
\ z .  i m o  v v n

M ilita ry  S erv ice  (If  ap.ohcaolo, give dates)

&  U . « ^  9  1 -  f \ u . c ^  q U * . S .  f \ r » w . y  c u s V w r  c*x c \ : 'y

C E R T I F I C A T IO N :  I swear that the in fo rm a t ion  I h ave  en te red  on this form is true to the  best o f  m y  k n ow le d g e .  I unde r s tand  that if I d e l ib e r a t e ly  
con ce a l  or enter fa lse in fo rm a t ion  on the fo rm  m y  app l i c a t io n  m ay  be  r e a c t e d ,  I m a y  b e  rem ov ed  f rom  the list o f  e l ig ib le  c and id a te s  or I m a y  be 
removed  from  the pos i t ion .  I agree that  the O f f ic e  o f  the  Governor m a y  con ta c t  p resen t  o r  fo rm er  em p lo y e r s  or o th e r  persons w h o  k n o w  me to 
ob ta in  add i t iona l  in fo rm a t ion  ab ou t  m y  sk i l l s  and  ab i l i t i es .  I u nder s tand  that the  in fo rm a t ion  on th is a p p l i c a t io n  is pub l ic  in fo rma t ion  an d  m ay  
be re leased through a legal reques t  fo r su ch  in f o rm a i ' o n .

Signaturo  In Ink

0 1 0 1 2 ( 1 / 8 1 )  B a c k

______________________________________



Dr. J e r r y  ?. Z e m l i c k a  

9191 L e e  S m i t h  D r i v e  

Juneau, A l a s k a  9 9 8 3 1

P e r s o n a l  Ilistory

Age 3 9

B i r t h d a t e  6/l8/*i4, S a n  T rancisco, C a l i f o r n i a  

H a r r i e d  19 y e a r s  t o  K a r e n  Z e m l i c k a

2 c h i l d - e n  - D a r c y  a g e  17, w i l l  at t e n d  U n i v e r s i t y  o f  C o l o r a d o  in fa l l  1933 

E r i c  a g e  12, w i l l  at t e n d  ? th  g r a d e  in f a l l  1983- 

R e s i d e n t  o f  Juneau, A l a s k a  f o r  13 years.

E d u c a t i o n a l  H i s t o r y

H i g h  S c h o o l  - G r a n t s  Pass, O r e g o n  - g r a d u a t e d  1 9 6 2

C o l l e g e  - U n i v e r s i t y  of O r e g o n  - g r a d u a t e d  1 9 6 6 - 6 7

D e n t a l  S c h o o l  - U n i v e r s i t y  o f  O r e g o n  D e n t a l  S c h o o l  - g r a d u a t e d  1970

P r o f e s s i o n a l  H i s t o r y

S t a t e  B o a r d  L i c e n s e  - A l a s k a  - .1970 - c ur r e n t ,  a c t i v e

O r e g o n  - 1 970 - current, i n a c t i v e  

P r a c t i c e d  in J un e a u  13 years.

M e m b e r  A m e r i c a n  D e n t a l  A s s o c i a t i o n  since 1 9 7 0  

M e m b e r  of A l a s k a  D e n t a l  S o c i e t y  s ince 197 0

R e o r g a n i s e d  J u n e a u  D e n t a l  S o c i e t y  and c h a i r e d  g r o u p  f r o m  1 9 7 0 - 1 9 7 3  

O r g a n i s e d  S o u t h e a s t  A l a s k a  S t u d y  G r o u p  w i t h  Dr. UcKrill. T h i s  o r g a n i s a t i o n  

p r o m o t e s  post g r a d u a t e  e d u c a t i o n  in S o u t h e a s t  Alaska.

S o c i a l  .fc R e l i g i o u s  H i s t o r y

A c t i v e  in G l a c i e r  V a l l e y  R o t a r y  in the 7 0 ’s, p a s t  p r e s i d en t

O r g a n i s e d  and w o r k e d  5 y e a r s  on the E a g l o c r c s t  A d v i s o r y  C o m m i t t e e  w h i c h

w a s  r e s p o n s i b l e  f o r  f o r m a t i o n  of E a g l e c r e s t  B o a r d  of Directors.

S e r v e d  as T r u s t e e  a n d  p r e s e n t l y  an E l d e r  a t  P r e s b y t e r i a n  C h u r c h  - C h a p e l

b y  t h e  Lake, A u k e  Bay, Alaska.

R e s u m e :
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P O U C H  V  
J U N E A U . A L A S K A  99811 

(907) 4 6 5 *3 8 7 3

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m it t e e

A p r i l  16, 1934

To: Rep. Joe Hayes, Speaker of the House
From: Rep, John Cowdery, Chairman
RE: Confirmation of Appointments to Boards and Commisssions

Pursuant to your request, the House Labor and Commerce Committee 
has held public hearings on the confirmation of appointments to State 
Boards and Commissions made by Governor Sheffield. Appointments to 
eleven boards and commissions were referred to this committee for 
confirmation. It is the recommendation of the House Labor and 
Commerce Committee that the following appointments be confirmed:

Architects, Engineers, and Land Surveyors 
Malcom Menzies 
Sandra Sampson

Barbers and Hairdressers 
Letha Ashcraft 
Carolyn Janzen 
Roger Slaven

Dental Examiners 
Paul Buxton 
Jerry Zemlicka

Nursing
Lynn Hartz 
Alice Solomon

Pharmacy
Joy Donelson 
Christy Nielson 
William Larson

Public Accountancy 
Marianne Burke 
Michael Cook
Ida Me Mahon 
Edward Mechum

Medical
Delores Hughes



Veterinary Examiners
Stephen Mersch 
Pamela Tuomi

Worker's Compensation 
Delia Pruhs 
David Richards 
Jack Thompson 
Joe Thomas, II

Real Estate Commisc:c.. 
Ed Anders 
LaVerne Collins 
Barbara Hill 
Gilbert Serrano 
Joiin Benson
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Ar c h i t e c t s , Engineers, and Land Surveyors 
Malcolm Menziea 
Sandra Sampson

Barbers and Hairdressers 
Letha Ashcraft 
Carolyn Janzon 
Roger Slaven

Cental Examiners 
Paul Buxton 
Jerry Zomllcka

Nursing
Lynn Hartz 
Alice Solomon

Pharmacy
'Joy Donelson 
Christy Nielson 
William Larson

Public Accountancy 
Marianne Burke 
Michael Cook 
Ida McMahon 
Edward Mecham

Medical
Dolores Hughes

Veterinary Examiners 
Stephen Mersch 
Pamela Tuomi

W orker's Compensation 
Delia Pruhs 
David Richards 
Jack Thompson 
Joe Thomas li

Real E state CommIon Ion 
£d Anders 
LaVerne Collins 
Barbara Hill 
Gilbert Serrano 
John Benson

and recommends confirmation. The report was signed by 
Cowdery (Chairman) and concurred in by Pestlngcr, Uehllng, 
Fu rnace, Wendce, Xoponen and Rlngstad.

The Transportation Committee has reviewed the qualifications 
of the following individuals who have been appointed by the 
Governor to serve on the Bourd of Marine Pilots;

James A. Hodgman 
Judith M, llrudy

April 18. 1984 HOUSE JOURNAL 3369

and recommends confirmation. The report was signed by Cato 
(Chairman) and concu- d in by Abood, Herrmann, Flood. M. 
W. Miller and Szymanj i .

CSSB 3 8 2 (Fin)(title an)

The Finance Committee has had COMMITTEE SUBSTITUTE FOR 
SENATE BILL NO. 382 (Finance) (title amended) (relating to 
the payment of costs of post mortem examinations, autopsies, 
embalming, and related services; effective date) under 
consideration, recommends it be replaced with HC'JSE COMMITTEE 
SUBSTITUTE FOR COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 382 
(Finance) (same title) and reports it back as follows: 
Adams (Chairman), Martin, Furnace, Grussendorf, Duncan and 
Fritz recommend do pass. A  ne w  fiscal note was attached.

CSSB 382(Fl,o) (title am) was referred to the Rules Committee 
for placement on the calendar.

The fiscal note appears in House Journal Supplement No. 121.

CSSB 456(L&C)

The Labor & Commerce Committee haa had COMMITTEE SUBSTITUTE 
FOR SENATE BILL HO. 456 (Labor U Commerce) (relating to 
embalmer and funeral director trainees) under considera­
tion, recommends it be replaced with HOUSE COMMITTEE SUB­
STITUTE FOR COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 456 
(Labor & Commerce) (same title) and reports ic back as 
follows: Cowdery (Chairman), Uehllng, F\"'naci3, Rlngstad
and Koponen recommend do pass.

CSSB 456(L&C) waa referred to the Rules Committee for 
placement on ch2 calendar.

HJR 14

The Judiciary Committee has had HOUSE JOINT RESOLUTION NO. 
14 (proposing amendments to the Constitution of the State 
of Alaska providing for ratification of appropriations by 
the qualified voters of the state) under consideration, and 
reports it back as follows: Bussell (Chairman), Liska,
Barnes and Hayes recommend do pass; Wendte, Clocksin and 
Malone recommend do not pass.

HJR 14 was referred to the Finance Committee..

H B 279

The Finance Committee has had HOUSE BILL NO. 279 (author­
izing participation by magistrates in the Judicial 
retirement system; effective date) under consideration,



A PRIL 16, 198*1

TO : JOHN

FROM: KEN

RE: CONFIRMATION HEARINGS

OVER THE PAST YEAR GOVERNOR SHEFFIELD HAS MADE A 

CONCERTED EFFORT TO Fl'LL VACANCIES ON STATE BOARDS AND 

COMMISSIONS. A LARGE NUMBER OF APPOINTMENTS HAVE BEEN 

MADE. AS IS OFTEN THE CA SE, MOST OF THOSE APPOINTMENTS 

ARE BEFORE THE HOUSE LABOR AND COMMERCE COMMITTEE FOR 

CONFIRMATION. THE CONFIRMATION OF 29 APPOINTMENTS MUST 

BE ADDRESSED BY THIS COMMITTEE. ' ' • '*

LAST WEEK THE RESUMES OF EACH OF THE PEOPLE APPOINTED TO 

A BOARD OR COMMISSION BY THE COVERMOR WAS PLACED IN A 

PACKET AND DELIVERED TO EACH MEMBER OF THE COMMITTEE. J 

HOPE EVERYONE HAS HAD A CHANCE TO REVIEW THESE RESUMES 

AND ARE READY TO PROCEED WITH THE CONFIRMATION PROCESS.



H O 'JSS , S P E C IA L  COM M  IT T E E  
O N  S T A T E  LO A N S

V ICE-CH A IRM A N

H O U S E  R E S O U R C E S  C O M M IT T E E  
H O U S E  L A B O R  AND C O M M E R C E  C O M M IT T E E

M E M B E R

J O IN T O IL & G A S  C O M M IT T E E  

H O U S E  F IN A N C E  S U B C O M M IT T E E  O N  
A D M IN ISTRATIO N . R E V E N U E  

A N D  T H E  G O V E R N O R ’S  O F H C E

a n c h o r a g e : 
D tS T R IC T I2 -S £ A T  A

1 6 3 4 JU N E A U  D R IV E  
A N C H O R A G E . A LA SK A  9 9 5 0 1  

( 9 0 7 ) 2 7 4 - 4 2 3 6

xmse of

Repres en t a t i v e

RICK UEHLING

P O U C H V  
JU N E A U . A LA SK A  99811 

(9 0 7 )4 6 5 - 4 6 2 1

D a t e : 

T o :

From:

.1 12, 1984

. J o h n  C o w d e r y ,  C h a i r  
, joe L a b o r  & C o m m e r c e  C o m m i t t e e

Rep. R i c k  U e h l i n g ,  V i c e - C h a l  
H o u s e  L a b o r  & C o m m e r c e  C o m m i t

S u b j e c t : C o n f i r m a t i o n s

B e c a u s e  I a m  u n a b l e  to a t t e n d  t h e  C o n f i r m a t i o n  H e a r i n g s  o f  the 
G o v e r n o r ' s  a p p o i n t m e n t s  t o  the B o a r d s  a n d  C o m m i s s i o n s  b e f o r e  
t h e  H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e ,  I w o u l d  l i k e  t o  e x p r e s s  
m y  fu l l  s u p p o r t  o f  t h e  f o l l o w i n g  a p p o i n t m e n t s :

J o y  D o n e l s o n  t o  t h e  B o a r d  o f  P h a r m a c y
J a c k  T h o m p s o n  c o  t h e  W o r k e r ' s  C o m p e n s a t i o n  B o a r d

I h a v e  k n o w n  b o t h  J o y  D o n e l s o n  a n d  J a c k  T h o m p s o n  f o r  so m e  t i n e  
a n d  b e l i e v e  t h a t  t h e  G o v e r n o r  m a d e  e x c e l l e n t  c h o i c e s  in t h e i r  
a p p o i n t m e n t s .



APR I L  9,  1984

TO:  JOHN

FROM: KEN

RE :  B A R B E R S  AND HA IRDRESSERS

THE HOUSE LABOR AND COMMERCE COMMITTEE HAS CONDUCTED 

THREE  WORK SESS IONS AND HELD ONE PUBL IC HEARING ON LEG IS ­

LATION RELATING TO THE BOARD OF B A R B E R S  AND 

HA IRDRESSERS .  THIS I S SUE HAS P RO B AB LY  CONSUMED MORE OF 

THE COMMITTEE'S TIME THIS SESSION THAN ANY OTHER S INGLE 

I SSUE .  S T I L L ,  THE PROBLEMS OF THE BOARD AND THE INDUSTRY  

THAT NEED TO BE ADDRESSED IN LEGISLAT ION HAVE NOT BEEN 

RESOLVED.  THE SENATE LABOR AND COMMERCE COMMITTEE HAS 

SUGGESTED THE BOARD BE GRANTED A ONE YEAR  EXTENT ION AND 

THAT A COMMITTEE BE APPOINTED TO WORK WITH THE BOARD 

AND MEMBERS OF THE INDUSTRY  DURING THE COMING INTER IM.  

THE GOAL OF THIS COMMITTEE WOULD BE  TO DRAFT COMPREHEN­

S IVE  LEGISLAT ION WHICH MEETS THE REQUIREMENTS AND NEEDS 

OF THE BOARD ,  THE PROFESS IONALS OF THE IN D U STR Y ,  AND THE 

PUBL IC .  IN AN EFFORT  TO CLOSE COMMITTEE BUS INESS  AS 

SCHEDULED I WOULD ASK THE COMMITTEE MEMBERS TO CONSIDER 

THIS APPROACH .



r e s u m e

Panel a A- 'Mjoni, T),V«U«

203 6 T. N o r t h e r n  L i g h t s  Rlvd, 

A n c h o r a g e ,  A l a s k a  9 9 5 0 0

9 0 7 - 2 7 4 - 5 6 2 3  (work) 

9 0 7 - 3 4 5 - 1 4 5 0  (hone)

H a t e  of b i r t b - J a n u n r y  23, 1946 

- P o r t l a n d ,  Orep.on

M a r r i e d -  five c h i l d r e n  (ap.es 12 to 1-s yrs.) 

- h u s b a n d - J a c k  0. Tu om i ,  D . V . M .

E D U C A T I O N ;

E v e r g r e e n  H i g h  S c h o o l ,  V a n c o u v e r ,  W a s h i n g t o n  

G r a d u a t e d  196A-.“a l u t n t o r i a n

W a s h i n g t o n  S t a t e  U n i v e r s i t y ,  P u l l m a n ,  W a s h i n g t o n

G r a d u a t e d  1 9 7 0 -  D o c t o r  of V e t e r i n a r y  H t u i c i n e - " w i t h  D i s t i n c t i o n "  -

..HONORARY S O C I E T I E S :

. N a t i o n a l  H o n o r  S o c i c t y - 1 9 6 2 - 1 9 6 4

P h i  7 e t a  (Na t i o n a l  V e t e r i n a r y  H o n o r  S o c i e t y ) - 1 9 6 9 - 1 9 7 0

P R O F E S S I O N A L  L I C E N S E S :

' A l a s k a  (/-‘53 ; - 1 9 7 1  to p r e s e n t

W a s h i n g t o n  ( # 1 6 6 9 ) - 1 9 7 0  to p r e s e n t  

M o n t a n a ( / / 5 3 2 )- 1 9 7 0  to p r e s e n t  

O r e g o n - 1 9 7 0  ( i n a ct i v e )

B U S I N E S S  A F F I L I A T I O N S :

197 0- 1 9 7 1  - R e l i e f  V e t e r i n a r i a n  - N o r t h e r n  L i g h t s  A n i m a l  C l i n i c

- A r c t i c  A n i m a l  H o s p i t a l  

- C o l l e p e  V i l l a p e  A n i m a l  C l i n i c  

- K e n n i  V e t e r i n a r y  C l i n i c

1 9 7 1 - p r c s e n t - P r a c t i c i n g  V e t e r i n a r i a n - C o l l e g e  V i l l a p e  A n i m a l  C l i n i c

2036 E. N o r t h e r n  Li p h t s  Rlvd.

A n c h o r a p e ,  A l a s k a  99503

1 9 7 3 - 1 9 3 2 - P a r t n c r s n i p  w i t h  A.I.. A n d e r s e n ,  D . V . M .  and J a c k  0. T u o m i , D . V . M .  

o p e r a t i n p  H i p h l a n d  A n i m a l  C l i n i c  

SRA P o x  1404 

A n c h o r a p e ,  A l a s k a  9 9 50 2

1 9 7 7 - p r e s e n t - S h a r e h o l d e r - P e t  E m e r p o n c y  T r e a t m e n t ,  Inc.

3315 F a i r b a n k s .  St.

A n c h o r a p e ,  Al a s k a ,  9 9 5 0 2

1 9 7 8 - 1 9 8 0 - P a r t n o r s h i p  w i t h  Dr. S t e p h e n  M e r s c h

o p e r a t i n p  u n d e r  l e a se  at C o l l e p e  V i l l a p e  A n i m a l  C l i n i c

1 9 8 0 - 1 9 8 2 - S o l e  O w n e r - C o l l e p e  V i l l a p e  A n i m a l  C l i n i c

1 9 8 2 - p r e s e n t - S h a r e h o l d e r / S c c r e t a r y - T v e a s u r e r - V e t e r i n a r y  A s s o c i a t e s , PC.

d b a  H i g h l a n d  A n i m a l  C l i n i c

d b a  C o l l e g e  V i l l a g e  A n i m a l  C l i n i c



. * P R O F E S S I O N A L  A S S O C I A T I O N S :
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A m e r i c a n  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n - 1 9 7 0 - p r e s e n t

A m e r i c a n  A n i m a l  H o s p i t a l  A s s o c i n t i o n - 1 9 7 4 - p r e s e n t  

H o s p i t a l  A c c r e d i t a t i o n - 1 9 7 6 - p r e s e n t

W o m e n s’ V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n - 1 9 3 0 - p r e s e n t

N o m i ne e - Outstandinp. W o m e n  V e t e r i n a r i a n - 1 9 8 1

A s s o c i a t i o n  of A v i a n  V e t e r i n a r i a n s - 1 9 8 2 - p r e s e n t

I n t e r m o u n t a i n  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n - 1 9 7 6 - p r e s e n t

W e s t e r n  S t a t e s  V e t e r i n a r y  E x a m i n i n g  H o a r d s - 1 9 8 2 - p r e s e n t

A l a s k a  S t at e  V e t e r i n a r y  M e d i c a l  A ' s s o c i a t i o n - 1 9 7 0 - p r e s e n t  

P r e s i d e n t - 1 9 7 4 - 7 5

Washinp.ton S ta t e  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n - 1 9 7 0 - p r e s e n t

S o u t h c e n t r a l  A l a s k a  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n - 1 9 7 0 - p r e s e n t  

Pas t P r e s i d e n t  and S e c r e t a r y - T r e a s u r e r  

C u r r e n t  m c n b e r - P u b l i c  R e l a t i o n s  C o m m i t t e e

L e g i s l a t i v e  A f f a i r s  C o m m i t t e e
it

S o u t h  P u g e t  S o u n d  V e t e r i n a r y  M e d i c a l  A s R o c i a t i o n - 1 9 7 9 - p r e s e n t

O T H E R  P R O F E S S I O N A L  A C T I V I T I E S :

M e n b e r - A l a s k a  S t a t e  H o a r d  of V e t e r i n a r y  E x a m i n e r s - 1 9 8 0 - p r e s e n t  

P r e s i d e n t - 1 9 8 0 - 1 9 3 2

C h a i r m a n - M n y o r s  Ad  H o c  C o m m i t t e e  on A n i m a l  C o n t r o l - 1 9 7 £ - 1 9 7 7

A l u m n i  R e p r c s c n t a t i v e - W a s h i n g t o n  S t a t e  U n i v e r s i t y - V e t e r i n a r y  C l a s s  of 1 97 0

P e t  Eme.-gency T r e a t m e n t ,  Inc.-Building, C o m m i t t e e - 1 9 7 7

- M e d i c a l  H o a r d - 1 9 7 8 - 1 9 8 0  

- H o a r d  of D i r e c t o r s - 1 9 8 2 - p r e s e n t

A n c h o r a g e  S c h o o l  D i s t r i c t - g u e s t  s p e a k e r  for c l a s s r o o m  p r e s e n t a t i o n s  on

a n i m a l  c a r e  and h e a l t h ,  and v e t e r i n a r y  c a r e e r s .

- S c i e n t i s t  in the S c h o o l s  P r o g r a m

P E R S O N A L  A C T I V I T I E S :

- m e m b e r - S t .  E l i z a b e t h  A n n  S o t o n  P a r i s h

- m e m b e r - S t .  E l i z a b e t h  A n n  S e t o n  S c h o o l  P a r e n t  S e r v i c e  C l u h

T r c a s u r c r - 1 9 8 2 - 1 9 3 3

A c t i v e  in m u l t i p l e  fund r a i s i n g  driv e s .

mo.nhcr-Anchorage M o t h e r s  of T w i n s  C l u h

- m e m b e r -  A n c h o r a g e  H o c k e y  A s s o c i a t i o n  

- A n c h o r a g e  F i g u r e  S k a t i n g  C l u b

- T r e a s u r e r - K e n i v H i l l s  H o m e o w n e r s *  A s s o c i a t i o n
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R E F E R E N C E S :

Dr. B e r t o n  G o r e

A l a s k n  S t a t e  V e t e r i n a r i a n  *

P .O. B o x  1088 

P a l m e r ,  A k . 9 9 6 4 5

K e n  Sperlir.R, D . V . M .

S e c r e t a r y - T r e a s u r e r

A l a s k a  S t a t e  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  

8 2.35 J e w e l  h a k e  R o a d  

A n c h o r a p e ,  A l a s k a  9 9 5 0 2

P a t r i c k  M e a u x ,  C . P . A  

S u i t  e 506

3 1 0  K  St. ' "

A n c h o r a p e ,  A l a s k a  99501

J o h n  H i d d a u p h . M . D .

S t a t e  E p i d e m i o l o g i s t

D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  

3601 C S t r e e t ,  S u i t e  54 0  

A n c h o r a p e ,  A l a s k n  9 9 5 0 3



Alaska House of RepresentativesMEMO
Phone: 455-3725 

Room: 214 Capitol
From the desk of CHIEF CLERKTO: Labor & Commerce DATE: 4/11/84

A p p o i n t e e  P a m e l a  A. Tuorcii h a d  b e e n  
r e f e r r e d  to y o u r  c o m m i t t e e  for a p p r o v a l  
to the B o a r d  o f  V e t e r i n a r y  E x a m i n e r s .

^ T ^ e ^ j r a s u m e ^ w T T ^ e — ^orwaij^ed ~wh p n 3 r e c c  i vt» d
£ r o m  t h e G o v e r n o r ' s o f f i ce-r-



B t L L  S H E F F I E L D M>R 1  0 1984

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

o r F i c E  o r  t h e  g o v e r n o r  
J u n e a u

A p r i l  9, 1984

T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  Hay e s :

P u r s u a n t  to  a p p l i c a b l e  law, I s u b m i t  t h e  f o l l o w i n g  n a m e s  for 
l e g i s l a t i v e  c o n f i r m a t i o n  o f  a p p o i n t m e n t  to t h e  p o s i t i o n s  
n o t e d :

B O A R D S  A N D  C O M M I S S I O N  
(with A p p t / * R e a p p t / T e r m )

B o a r d  of V e t e r i n a r y  E x a m i n e r s

P a m e l a  A. T u o m i ,  D V M  - A n c h o r a g e ,  8 4 / 0 4 / 0 9

B o a r d  of E x a m i n e r s  in O p t o m e t r y

J o h n  A. D e m s k e ,  D O  - S o l d o t n a , 8 4 / 0 4 / 0 9  - 8 8 / 0 6 / 1 5  
R o b e r t  D. O ' C o n n e l l ,  D O  - K e n a i ,  8 4 / 0 4 / 0 9  - 8 7 / 0 6 / 1 5  T  ‘

V i o l e n t  C r i m e s  C o m p e n s a t i o n  B o a r d

C a r o l  B. E a s t a u g h  - J u n e a u ,  8 4 / 0 4 / 0 4  - 8 6 / 1 2 / 1 5

S i n c e r e l y

B i l l  b n e m e i c  
G o v e r n o r



RESUME

Sandra L. Benson, A.I.A. —
P. 0. Box 104757 

Anchoraqe, Alaska

L i c e n s e d :  Alaska - No. A6747, 1978

Degree: Bachelor of Architecture - 1973

University of Oregon

Alaska Resident since 1977

INTEREST

Interest in serving on the State of Alaska Board of Registration stein 

from a desire to assist ir. organizing the process by which inters, 
architects and engineers are admitted to the profession. Working with 

several persons currently involved v)i the registration process has led 
to a convi.tion that clear communications between the Board and poten­

tial registrants are of utmost importance.

EMPLOYMENT

Kumin Associates, Inc.

Architects and Planners 

3301 Denali Suite 200 

Anchorage, Alaska 99503 

1977 To The Present

Project architect experience in work located throughout Alaska, compris­

ing a variety of occupancy groups and building types such as schools, 

dormitory and camp facilities, offices and commercial buildings, clinics 
and residential construction.

PROFESSIONAL ACTIVITIES

American Institute of Architects - Anchorage Chapter.

International Conference of Building Officials

Governors Task Force on Fire Prevention and^on-fet*^ 1981-1982 ----- -

REFERENCES 

Jonathan Kumin, AIA

Kumin Associates, Inc. (907) 276-4311

Daphne Brown, AIA

CCC Architects (907) 272-3567

Mark Premo

URS Engineers, P.E. (907) 278-3695

Others on request.
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JU N  24  1983

Honorable Bill Sheffield 

Governor of Alaska 

P'.uch A
Juneau, Alaska 99811

G O V E R N O R ’I* ~ •  j » > • #

Re: Board of Registration for Architects,
Engineers, and Land Surveyors 

Willingness to Serve

Dear Governor:

It is my understanding that the Board of Examiners for Architects, Eng i­
neers, and Land Surveyors has a vacancy. I would like to express, at 

this time, my desire to serve on said board.

A brief summary of qualifications is as follows;

• Registered Land Surveyor - Alaska (141O S ), 1965

• Registered Civil Engineer - Alaska (1855E), 1969

• Registered Civil Engineer - Washington (22222), 1970 (Reciprocity)

• U.S. Mineral Surveyor, 1982

The writer is one of the founders and a principal member of the firm 
R ft M Consultants, Inc. This firm has offices in Juneau, Anchorage, and 

Fairbanks, Alaska, and has expanded to Salt Lake City, Utah, and Irvine, 

California. The firm was founded in Alaska in 1969. The writer is a 
vice president of said firm and manages the Juneau office. Prior to 

forming R ft M, the writer was employed by the Alaska Department ^f High­

ways for a period of six years as Southeast Alaska area resident engineer, 

construction project engineer, and district location engineer. In a d d i­

tion, two years were spent with the U.S. Army, Corps of Engineers, and 

seasonal work in Alaska for the U.S. Bureau of Public Roads.

In addition, the writer is a member fo the following societies: American

Society of Civil Engineers (and the Alaska Section), the National and

A N C M O I I  A ( j C f  A I I M I A N K S
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Alaska Societies of Professional Engineers (past state secretary and 
treasurer), the Alaska Society of Professional Land Surveyors (past vice 

chairman, secretary, and treasurer), the American Congress of Surveying 

and Mapping, the Alaska Section of the American Congress of Surveying 
and Mapping (past chairman, vice chairman, secretary, and board of direc­

tors), the American Society of Photogrammetrists, as well as the Canadian 

Institute of Surveying.

The writer has served for a period in excess of seven years as a member 

and presently chairman of the City and Borough of Juneau's Planning and 
Zoning Commission, Platting Board, and Board of Adjustment.

A personal history is as follows;

• A graduate of the school of specia advanced studies for surveying 

in the U.S. Army, Corps of Engineers, Fort 3olvoir, Virginia,

• A graduate of Chicago Technical College with a Bachelor of Science 

degree in Civil Engineering * 1963 (cum laude).

• A part-time Alaska resident working seasonal in Alaska from 1960 

to 1963, and a full-time resident of Alaska since 1963 having 
resided for 15 of those years in Juneau, and the remaining time 

being spent in Petersburg, Ketchikan, and Fairbanks.

• The writer is married and has three children; the oldest (Scot) is 

attending the University of Alaska--Fairbanks as a civil engineer­

ing major on a partial academic scholarship. The second oldest 
(RobRoy) is a student in Juneau-Douglas High School, while the 

youngest (Holly) is attending first grade.

I desire to serve both the State of Alaska and my chosen profession by 

being a member of the Board of Examiners for Architects, Engineers, and 

Land Surveyors. Should there be questions with regard to my professional 

or personal history, please do not hesitate to contact me at your c o n­

venience.

Sincerely,

fej



R E S U M E

N a m e : B a rbara Jean (Silberer) Hill

B o r n : D e c e m b e r  7, 1931, Akr o n ,  O h i o

Marr i e d :  31 Years, 5 children, 2 g a n d c h i l d r e n

A l a s k a n  Re s i d e n t :  36 years

Re a l  E s t a t e  

P r o f e s s i o n .

B r o k e r :

E d u c a t i o n :

M e m b e r s h i p :

29 years

G e n e ' s  R e a l t y  11 years

A n c h o r a g e  High 

S o u t h e r n  Oreg o n  C o l l e g e  

Unive r s i t y  o f  A l aska, F a i r b a n k s  

C o l o r a d o  Co l l e g e

A n c h o r a g e  Board o f  R E A L T O R S  

A l a s k a  A s s o c i a t i o n  o f  R E A L T O R S  

N a t i o n a l  A s s o c i a t i o n  o f  R E A L T O R S  

A n c h o r a g e  C h a m b e r  o f  C o m m e r c e  

A l a s k a  C h a m b e r  o f  C o m m e r c e  

U. S. C h a m b e r  o f  C o m m e r c e  

P i o n e e r ' s  o f  A l a s k a  

A l a s k a  Go l f  A s s o c i a t i o n  

Interna tional I n s t i t u t e  o f  V a l u e r s  

N a t i o n a l  M o r g a g e  R e v i e w e r s

P r o f e s s i o n a l  Appo i n t m e n t s :

A l a s k a  Real E s t a t e  C o m m i s s i o n , 4 y ears  

A n c h o r a g e  P l a n n i n g  a n d  Z o n i n g  C o m m i s s i o n , 

A n c h o r a g e  B o a r d  o f  E q u a l i z a t i o n , 2 y ears

6 years

Awards: R e a l t o r  o f  the Year, 1979

P r e s i d e n t  of  A n c h o r a g e  B o a r d  o f  R E A L T O R S , 1981 

D e s i g na tions: P.. I. M . , CRA



C A P I T A L  I N V E S T M E N T  R E A L T Y ,  INC.

P . O . B O X  7 0 7 6  

2 2 0 0  T o n g a s s  A v e n u e  

K e t c h i k a n . A l a s k a  2 9 9 0  i 

9 0 7  2 2 5 - 9 6 5 1

F e b r u a r y  3, 1984 

TO W H O M  IT M A Y  CONCERN:

RESUME: J o h n  E. Benson, Real Estate Broker 

P. 0. Box 7076 “Ketchikan', A l a s k a

I was b orn in Roseau, M i n n e s o t a  on M a rc h  21, 1913. I a t t e n d e d  grade 

and h igh school in Roseau. I a t t e n d e d  the U n i v e r s i t y  of Min n e s o t a  

taking cour s e s  in Civil E n g i n e e r i n g  and w o r k e d  toward a m i n or  in 

Bu s iness A d m i n i s t r a t i o n .

My father wa s in the real estate b u s i n e s s  w o r k i n g  w ith the Great 

N o r t h e r n  R a i l r o a d  locating a land g rant r a ilroad in N o r t h e r n  M i n n e­

sota and locating immigrant farmers on land in that area. This was 

my  early e x p o s u r e  to e n g i n e e r i n g  and real estate an d influ e n c e d  my 

future e ndeavors.

On c o m p l e t i n g  school I e n t e r e d  the field of C o n s t r u c t i o n  and Civil 

E n g i n e e r i n g  m a i n l y  in the field of Bridge a n d  H i g h w a y co n s truction.

In 1941 1 joined M o r r i s o n - K n u d s e n  Company, Inc as their Chief Cost 

E n g i n e e r  on their w a r t i me  p r o j e c ts  in South A m e rica, Puerto Rico 

and finally in Tra v i s  Air Force Base in C a l i f o r n i a  leaving them in 

1949.

Tor the ne\t two years I was in C o n s t r u c t i o n  E n g i n e e r i n g  in N o r th e r n  

M i n n e s o t a  for the C o u n t y  and State Highway Departments.

In 1951 I a c c e p t e d  an a s s i g n m e n t  to A l a s k a  from the A l a s k a  Public 

Works D e p a r t m e n t  (Federal) and was located in Ketchikan, Alaska. I 

wa s  the C o n s t r u c t i o n  E n g i n e e r  on the street widening, bridges, sewer, 

water, h e a l t h  centers, schools and related facilities.

With S t a t e h o o d  in 1959 I a c c ep t e d  an offer from the State of Alaska as 

their C o n s t r u c t i o n  E n gi n e e r  in Juneau. I s u p e r v i s e d  their s t a t e­

wide publ i c  f acilities c o n s t r u c t i o n  t r a v e l l i n g  e x t e n s i v e l y  and a d v a n c­

ing to the top p o s i t i o n  as D i r e ct o r  of the D i v i s i o n  of Buildings.

In 1964 I pas s e d  the Real Estate E x a m i n a t i o n  and became a licensed 

Broker wit h  license nu mb e r  0064. I p r a c t i c e d  Real Estate part time 

in Ju n e a u  w i t h  the firm of Capital Realty.

In 1976 I returned to my home in K e t c h i k a n  and o p e n e d  a Real Estate 

Of f ic e  as Broker and Owner. This p r actice has bee n  very successful.

I have s u p e rv i s e d  a staff of four A s sociate Brokers and two salesmen.

I have also tutored several people wh o  are no w  licensed to practice 

rca' estate.
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-2 -  Resume J o h n  E. B e n s o n  - C o n t i n u e d

I w o u l d  a p p r e c i a t e  b e i ng  c o n f i r m e d  as a m e m b e r  of the State Real Estate 

C o m m i s s i o n  as I feel that my e x p e r i e n c e  is v e r y  v a l u a b l e  to this c o m­
mission.

C,

' 4 -  '



R E S U M E

G i l  S e r r a n o

"600 E. N o r t h e r n  L i g h t s  Blvd. 
A n c h o r a g e ,  A l a s k a  99504 
(907) 2 7 8 - 9 6 0 7

M a r i t a l  S t a t u s :  U n m a r r i e d

C h i l d r e n :  F o u r  (ages 5 - 2 1  years)

Age: 44

W O R K  E X P E R I E N C E  A N D  Q U A L I F I C A T I O N S :

S e r v e d  in t h e  U n i t e d  S t a t e s  A r m y  a n d  c a m e  to A l a s k a  in 
1959, r e s i d i n g  h e r e  s i n c e  t h a t  time. H o n o r a b l e  D i s c h a r g e  
in 1961.

1963 M a n a g e d  G o t t s t e i n  V e n d i n g  a n d  l a t e r  b e c a m e  a
p a r t n e r  w i t h  the c o m p a n y .  G o t t s t e i n  V e n d i n g  
w a s  s o l d  in 1969.

19C9 S t a r t e d  A l a s k a  F i l m  S t u d i o ,  A d v i c e  & C o n s e n t
P u b l i c  R e l a t i o n s .

• * *

1973 S t a r t e d  the L a n d  C o m p a n y  w i t h  C a r r - G o t t s t e i n
P r o p e r t i e s .  S e r v e d  as P r e s i d e n t  a n d  B r o k e r  
u n t i l  the pre s e n t .

A C T I V I T I E S  A N D  O R G A N I Z A T I O N S

A l a s k a  J C ' s  - V i c e  P r e s i d e n t / A n c h o r a g e  C h a p t e r  (1964-1970) 
L U L A C  - P r e s i d e n t  (1980-1981) , S t a t e  D i r e c t o r  (1983-1985) 
D e m o c r a t i c  P a r t y  D i s t r i c t  "D" - C h a i r m a n  (1968)
M e m b e r  of the A n c h o r a g e  B o a r d  o f  R e a l t o r s
S e r v e d  on the M a y o r a l  T a s k  F o r c e  (Social S e r v i c e s - 1 9 8 2 )
C a n d i d a t e  for the S t a t e  S e n a t e  - 1970.



E D  ANDERS 

SR B o x  51130 

Fairbanks, A l a s k a  99701 

Phone: (907) 4 88 - 6 5 4 7

P E R S O N A L

Mari t a l  Status: M a r r i e d

C h i l d r e n :  Three

Date of Birth: 10/21/43

H e a l t h :  E x c e l l e n t

E X P E R I E N C E  A N D  ED U C A TI O N

1975 - P r e s en t  B u s i n e s s  D e v e l o p m e n t

A f t e r l e a v i n g  the Governor's Office late in 1974, m y  f a m i l y  

a n d  I r e t u r n e d  to our h o m e  it, Fairbanks, a n d  b e c a m e  in v olved 

in s mall b u s i n e s s  d e v e l o p m e n t  w h i c h  included:

1. C h en a  V a l l e y  D e v e l o p m e n t  - a small e a r t h - m o v i n g  and 

c o n s t r u c t i o n  c o m p a n y  w h i c h  m y  w i f e  and I p u r c h a se d  in the 

s p r i n g  of 1975.

2. A n d e r s  T r a n s p o rt a t i o n ,  Inc. - a small school bus 

c o n t r a c t i n g  c o m p a n y  star t e d  by my pare n t s in 1959. In 1975, I 

p u r c h a s e d  the c o m p a n y  f o l l o w i n g  my father's death, and h a v e  

w o r k e d  to e x p a n d  its operations.

3. V a l l e y  Center - a retail b u s iness loca t e d at m i l e  23,

Chena Ho t  S p r i n g s  Road. In c ludes retail grocery, liquor and 

f u l l - s e r v i c e  garage. It h olds the C h e v r o n  d e a l e r s h i p  a n d  

other m i s c e l l a n e o u s  retail f u n c t i o n s  such as propane, tire 

repair, etc.

1972 - 1974 A d m i n i s t r a t i v e  A s s i s t a n t  to G o v e r n o r  Euan

The: primary du t i e s  of that p o s i t i o n  were:

1. R e s p o n s i b i l i t y  for the o r g a nization, m a n a g e r i a l ,  and 

fiscal r e s p o n s i b i l i t i e s  of the office.

2. W i t h  the e x e c u t i v e  assistant, c o o r d i n a t e  the s h o r t - r a n g e  

and l o n g - r a ng e  p r o g r a m  d e v e l o p m e n t  w i t h  the v a r i o u s  d e p a r t m e n t  

heads.

3. Serve on the Governor's Budget R e v i e w  C o m m i t t e e ,  and 

c o o r d i n a t e  the d e v e l o p m e n t  a n d  c o m p l e t i o n  of d e p a r t m e n t a l  

budgets.

4. R e v i e w  and s u p e r v i s e  all b i d d i n g  an d  c o n t r ac t u a l  

a r r a n g e m e n t s  for the Governor's O f f i c e  a n d  for other 

d e p a r t m e n t s  w h e n  n e cessary.



ED AN D E R S  - Resume 

' Page 2

E X P E R I E N C E  ANL 

1971 - 1972

1971

1967 - 1971

1964 - 1967

A l a s k a  A d m i n i s t r a t i v e  C ode C o o r d i n a t o r

Ca r r i e d  out the c o m p l e t e  r e v i s i o n  of the A.A.C. T h i s  h a d  b e e n  

m a n d a t e d  by legislation, a n d  a s s u m e d  by t h e n  Lieutenant. 

G o v e r n o r  H.A. "Red1 Boucher. A c t e d  as l i a i s o n  w i t h  all s tate 

d e p a r t m e n t s  and the D e p a r t m e n t  of L a w  in the p u b l ication, 

r e v i e w  and s u b m i s s i o n  of m a t e r i a l s  for  p u b l i c a t i o n  i n  the 

A l a s k a  A d m i n i s t r a t i v e  Cede. A l s o  h a d  r e s p o n s i b i l i t i e s  for 

speech w r i ting, p e r sonnel m a n a g e m e n t  a n d  the  D i v i s i o n  of 

Elections.

i
A c a d e m i c  C o u n s e l o r . Dep u t y  Di r e c t o r  of Car e e r  P l a n n i n g  an d  

Placement, U n i v e r s i t y  of Alaska, Fairbanks.

R e s p o n s i b l e  for a c a d e m i c  and p e r so n a l  counse l i n g ;  w o r k e d  w i t h  

potential e m p l o y e r s  to a r r a n g e  jo b  interviews. A l s o  h a d  s o m e  

staff s u p e r v i so r y  r e sp o n s i b i l i t i e s .

U n d e r g r a d u a t e  - U n i v e r s i t y  of Alaska. Fa i rbanks 

B.A. degree in pol i t i ca l  science, c u m  laude w i t h  a m i n o r  in 

e c o n o m i c s  a n d  a m i n o r  in history. N a v e  done s o m e  g r a d u a t e  

studies in p o l itical science.

D e p a r tm e n t  of H i g h w a y s  (DOT/PH)

W o r k e d  in F airbanks a nd  V a l d e z  in m a i n t e n a n c e  o p e r at i o n s .

ED U C A T I O N  (Continued)



E D  A N D E R S

O V E R V I E W

The a r e a s  w h e r e  I b e l i e v e  m y  b a c k g r o u n d  can best be a p p l i e d  are:

1. G o v e r n o r ' s  O f f i c e  - p o l i c y  an d  p r o g r a m  m a n a g e m e n t ;  l e g i s l a t i v e  experience.

2. E d u c a t i o n  - U n i v e r s i t y  of A l a s k a  and rural A l a s k a  e d u c a t i o n  programs.

(Have be e n  a b oard m e m b e r  of U n i v e r s i t y  of A l a s k a  A l u m n i  A s s o c i a t i o n  for

a p p r o x i m a t e l y  six years.)

3. A d m i n i s t r a t i o n  - p e r sonnel m a n a g e m e n t  e x p e ri e n c e .

4. C o m m u n i t y  and Regional A f f a i r s  - good w o r k i n g  r e l a t i o n s h i p  w i t h  and 

a p p r e c i a t i o n  for rural Alaska.

5. T r a n s p o r t a t i o n  and Public Fa c i l i t i e s  - good w o r k i n g  k n o w l e d g e  of personnel 

and p r o g r a m s  - Fairbanks office.



F e b r u a r y  1 4 ,  1 9 8 3

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

D e p a r t m e n t  of C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t  

A t t e n t i o n :  M r .  R i c h a r d  A .  L y o n

C o m m i s s i o n e r

P o u c h  D

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  L y o n :

I d e s i r e  a p p o i n t m e n t  a s  a  P u b l i c  M e m b e r  t o  t h e  S t a t e  o f  

A l a s k a ,  R e a l  E s t a t e  C o m m i s s i o n .  I h a v e  e l e v e n  y e a r s  o f  

r e a l  e s t a t e  e x p e r i e n c e  b o t h  f o r  t h e  F e d e r a l  G o v e r n m e n t  

a n d  t h a t  g a i n e d  f r o m  p e r s o n a l  i n v e s t m e n t s .  M y  r e a l  

e s t a t e  e x p e r i e n c e  i n c l u d e s  t h e  a p p r a i s a l  a n d  a c q u i s i t i o n  

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

f a c i l i t i e s  t h r o u g h o u t  t h e  S t a t e  o f  A l a s k a .  I h a v e  a l s o  

l e a r n e d  m u c h  a b o u t  c o m m e r c i a l  r e a l  e s t a t e  m a t t e r s  w h i l e  

a c q u i r i n g  a n d  m a n a g i n g  a v a r i e t y  o f  r e a l  e s t a t e  f o r  m y s e ' L f ,

i . e .  f o u r - p l e x ,  m o b i l e  h o m e ,  c o n d o s ,  s i n g l e  f a m i l y  r e s i d e n c e s .

I b e l i e v e  t h e s e  a n d  o t h e r  e x p e d i e n c e s  a n d  t h e  t r . l i n i n g  

l i s t e d  o n  t n e  a d d e n d u m  t o  m y  r e s u m e  u n i q u e l y  q u a l i f i e s  

m e  to s e r v e  o n  t h e  R e a l  E s t a t e  C o m m i s s i o n .  I a p p r e c i a t e  

t h e  o p p o r t u n i t y  t o  u s e  m y  r e a l  e s t a t e  e x p e r i e n c e  i n  

s c r v i c e  t o  m y  S t a t e .

R e s p e c t i v e l y  s u b m i t t e d ,

L a V e r n e  F. C o l l i n s

E n c l o s u r e  - R e s u m e  w i t h  a d d e n d u m

ca: Of f i c e of the G o v e r n o r  ly
Attn: 'Is C a r ol  D e r f r e r



L a V e r n e  F. C o l l i n s  R e s i d e n t  o f  A l a s k a :  14 1/2 y e a

221 East 7th A v e n u e  £ 2 1 5  

Ancho r a g e ,  A l a s k a  9 9 5 0 1

Telephone: Home - 276-1299
3us. - 276-2955x230

E D U C A TION

U n i v e r s i t y  cf S: ;thern C a l i f o r n i a ,  M a s t e r s  o f  P u b l i c  A d m i n i s t r a t i o n ,  1 9S0 

U n i v e r s i t y  of A l a s k a ,  A n c h o r a g e ,  B.A., M a n a g e m e n t ,  1977

U n i v e r s i t y  of A l a s k a ,  A n c h o r a g e ,  A s s o c i a t e  D e g r e e ,  P o l i t i c a l  S c i e n c e ,  19 7 3  

S P E C IA 1 .1 'E D  T R A I N I N G

Air Traffic C o n t r o l  T r a i n i n g  

Private Pilot G r o u n d  S c h o o l  

P.eal Estate

A p p r a i s a l  of R eal E s t a t e

E M P L O Y M E N T  H 1STORY *

P r o g r a m  Analyst: A u g u s t  1981 to P r e s e n t M i n e r a l s  M a n a g e m e n t  Ser' 

A l a s k a  O C S  R e g i o n  

P.O .  B o x  1 1 5 9  

A n c h o r a g e ,  A l a s k a  9951(

P r o g r a m  Analyst: M a r c h  1981 to Augus*- 1981 F e d e r a l  A v i a t i o n  Admit

O f f i c e  of A v i a t i o n  Sal 

8 0 0  I n d e p e n o e n c e  Aveni 

W a s h i n g t o n ,  D.C. 2032^

I n te r n at i o n al  A v i a t i o n  

A n a l y st

J u n e  1980 to M a r c h  1981 F e d e r a l  A v i a t i o n  Admir 

O f f i c e  of I n t e r n a t i o n a  

A f f a i r s  

8 0 0  ^ d e p e n d e n c e  Aveni 

W a s h i n g t o n ,  D.C. 2002

J pecial A s s i s t a n t  to 

Re g ional D i re c t or

J a n u a r y  1979 to S e p t e m­

ber  1979

T e d e r a l  A v i a t i o n  Admir 

A l a s k a n  R e g i o n  

A n c h o r a g e ,  A l a s k a

R e a l t y  S pecialist A u g u s t  1975 to Jan. 1979 FAA, A l a s k a n  P.egion 

L o g i s t i c s  D i v i s i o n  

A n c h o r a g e ,  A l a s k a

A i r  T r a f f i c  Ccr.troller J u n e  1972 to A u g u s t  1975 7AA, A l a s k a n  R e g i o n

A R T C C ,  A i r  T r a f f i c  Div 

A n c h o r a g e ,  A l a s k a



Realty

Te l l e r

* Dot:

c c :d d:::i ;

Past: :

P r e s e n t :

-.ssistant M a y  1 9 6 9  to A u g u s t  1971

A u g u s t  1 9 6 8  to M a y  1969

•iled Job D e s c r i p t i o n s  p r o v i d e d  u p o n  request. 

7i I M V D L V E M E M T S

FAA, A l a s k a n  R e g i o n  

A i r w a y  F a c i l i t i e s  Di 

A n c h o r a g e ,  A l a s k a

Elr.endorf F e d e r a l  

C r e d i t  U n i o n  

c l - e n d o r f  A F B ,  A l a s k

.■>-.rd of D i r e c t o r s :  A l a s k a  C h i l d r e n  S e r v i ce s ,  KAKM.

eicral E x e c u t i v e  A s s o c i a t i o n  Chairr.an, C i v i l  R i g h t s  Coir.-it tee

AA, Equal Z-ploy-r-nt O p p o r t u n i t y  A d v i s o r y  B o a r d

,-.*t ? rest l e n t , A l a s k a  F e d e r a t i o n  of B u s i n e s s  and  P r o f e s s i o n a l  ’..'or.en Cl

: M.zber, S h i l o h  M i s s i o n a r y  B a p t i s t  C hu r c h

M crth to t h e  F u t u r e  B u s i n e s s  a n d  P r o f e s s i o n a l  M e z e n ’s C l u b  

A.r.chorage L e a g u e  of Mor.en V o t e r s



A d d e n d u m  t o  R e s u m e  - L a V e r n e  F. C o l l i n s

A. R e a l  E s t a t e  r e l a t e d  t r a i n i n g

1. U n i v e r s i t y  o f  A l a s k a  c o u r s e s

R e a l  E s t a t e  L a w  

R e a l  E s t a t e  I n v e s t m e n t  5 
R e a l  E s t a t e  F i n a n c i n g  

F e a s i b i l i t y  S t u d i e s

2. A m e r i c a n  I n s t i t u t e  o f  R e a l  E s t a t e  A p p r a i s e r s

P r i n c i p l e s  o f  A p p r a i s i n g

C a p i t a l i z a t i o n ,  T h e o r y ,  a n d  T e c h n i q u e s

3. A m e r i c a n  R i g h t - o f - W a y  A s s o c i a t i o n

R - O - W  N e g o t i a t i o n s  

I n t e r p e r s o n a l  R e l a t i o n s

4. A l a s k a  S t a t e  L i c e n s e  R e a l  E s t a t e  C o u r s e

B. R e a l  E s t a t e  E x p e r i e n c e

1. R e a l  e s t a t e  p o s i t i o n s  w i t h  t h e  F e d e r a l  G o v e r n m e n t

- M S *
R e a l t y  A s s i s t a n t  -  3 y e a r s  

R e a l t y  S p e c i a l i s t  - 4 y e a r s

S e r v e d  a s  a C o n t r a c t i n g  O f f i c e r  a n d  S t a f f  A p p r a i s e r  f o r  

t h e  F e d e r a l  A v i a t i o n  A d m i n i s t r a t i o n ,  A l a s k a n  R e g i o n .  

R e s p o n s i b l e  f o r ^ a c q u i s i t i o n , m a n a g e m e n t ,  d i s p o s a l ,  a n d  

a p p r a i s a l s  f o r  F A A  r e a l  p r o p e r t y  t h r o u g h o u t  t h e  S t a t e  

o f  A l a s k a .

2. M a n a g e m e n t  o f  p e r s o n a l  r e a l  e s t - . . e  i n v e s t m e n t s  s i n c e  1 9 7 7  .



RESUME FOR ROGER D. S L . W U  

February 4, 1984

Date S Place of Birth: Janaury 16, 1955 

Euoene, Orenon

Social Security Number: 557-11-2144

Business Address ?< Phone: 310 Front Street 
Ketchikan, Alaska 99901 
(997) 225-3022

Resident of Alaska: 8 Years

I attended the Modern School of Hairstylinn and Barberino in Seattle, 

Washinqton from June 1979 throuoh March 1989, connletino all the 

r e t i r e m e n t s  for Washinqton and Alaska. I took the Alaska Roard Exam 

in Anchoraqe in Aoril of 1980. I was owner/onerator of the Windward 

Barber ShoQ in Petersburn from May 1980 throuoh June 1981, "e moved 

to Ketchikan and worked for Elmo's Hair Desion from June 1981 throuoh 

July 1981. Then I ooened the Stedman Barber and Stvlino where I an 

nresently the owner and onerator. This oives me a total o f four years 

of barberinn in Alaska.

Previous vo barherinq I was a commercial fisherman for 2 wears and 

worked for the U.S. Forest Service for 4 years.



O FF IC E  OF  THE G O V ER N O R  
Pouch A 

Juneau , Alaska 9 9 3 1 1

STATE OF ALASKA

BO A RD S  AND  COMMISSIONS RiESUME

INSTRUCT IONS

A separate application is required for each position for which you app ly . Complete and specific answers 
will a i J  iii rapiu and accurate processing o f your resumS. The initial determination of whether you 
qualify for the position specified will be based on this application .

Please type or print legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

Petitio n  tor w h ich  I am a p p ly in g .

B oard of B a r b e r s  a n d  H a i r d r e s s e r s
Please list any oiner Board or C o m m iss io n  on w h ich  y o u  serve:

•" jm e

C a r olyn S. J a n z e n

I'ruvious Nam e applied under

M ju m g  Address R esidence A ddress

SR Box 2 5 8 6 - A
C ity , S la te  and Zip Code

A nchoraqe, A K  9 9 516
Hor *e Telepnone Uusmcss or M essage Telephone

344-9885 3 3 7 - 1 2 4 4

R E P O R T  A D D R E S S  A N D  T E L E P H O N E  C H A N G E S  P R O M P T L Y

A S  S 9  0 5 .1 0 0  requires m at a person ap po inted  to a hoard  or com m issio n  be a registered vo ter o u lc re  the last general e lectio n : 

Are yo u  a registered voter? ( 3  Y E S  Q  N O

Voter Registration  N um ber (O p t .o n a l)
D e m o c r a t  (HD if08)

S o cia l S e c u r it y  N u m ber (O p tio n al)

Have yo u  ever been conv icted  o f a m isdem eanor w ith in  the past liv e  years or a le lo n y  w ith in  the past ten years? Q  Y E S  X X n O

If " Y E S " ,  exp la in  the c ircu m stan ce s  on  a separate sheet o f paper and attach  it to this a p p lic a t io n . A  co n v ict io n  is not necessarily  grounds for 

d isq u a lif icatio n . Tho num ber o'l co n v ic t io n s , natu re , recen cy  and re la tio n sh ip  tci '.he board p o s it io n  ap p lied  for w ill be evaluated and a determ in atio n  

w ill be m ade a lte r a review  o f a ll re levant (acts.

A  p o licy  in  tho Governor's O f f ic e  perta in in g  to boards and com m issions is that a m em ber a tte n d  at least 75% o f the m eetings. A re  theru a n y  circum stan ces  

m either your professional or p erso nal life  w h ich  w ou ld  prevent yo u  (torn p a tn cip a :in g  at the req u ired  au th o rized  m eetings? ^i^“Y E S  O  N O

If " Y E S " ,  exp la in  on a sep arate  sheet of paper and attach  to this n p p lic a t i .. .

This position m ay require that th e  m em ber travel to either urban or rural (or h o ih l areas. A ro  there  an y  c i' .u m s ta n ce s  w h ich  w o u ld  prevent yo u  from  

p articip ating ?

No

C O N F L IC T S  O F  IN T E R E S T .  C e rta in  tioatd s and Co m m iss io n s re q i'r o  lu ll d isclo sure  of perso n al lin a n c i.il data under A S  SO .50  0 1 0 . II req u ired  lor the 

Board  or C o m m issu n  lor w h ic h  you aro a p p ly in g , aro yo u  w illin g  to d o  so ? O y E S  /C K (\j q

C ou ld  yo u  or an y  m em ber o f y o u r  fam ily  ho a lfe c te d  f in a n c ia lly  bo d ecis io ns to bo m ade b y  the H oard or C om m iss io n  for w h ich  yo u  have app lied?

□  Y E S  £ £ n O If " Y E S " .  e x p la in .

The J l f i c e  o l  the Governor w i l l  no t d is c r im ina te  aga inst an  ap p l i c an t  lo r  a Board  or C om m is s io n  based  on S e x ,  A g e ,  N a t io na l  Orig in , Mar i ta l S ta tus ,  
P regnancy ,  Hand icap , f c l i g i o n  or P a r en th ood .

VI U17l7.d l l  " —---------------------- ------------------------------------------------------------



T R A IN IN G  & E X P E R I E N C E :  ( I f  rcsum a attached , it it not necottary to com plete  item s A -D I

A . L is t  a n y  professional licen ses, ce rt ifica t io n s , or reg istrations and dates obtained that m a y  be used as q u a lify in g  c r ite r ia :

L i c e n s e d  H a i r d r e s s e r  - A l a s k a  

T r a i n e d  a t  A n c h o r a g e  B e a u t y  S c h o o l

3 . L i l t  b o th  form al and in fo rm a l ed ucatio n  and train ing exp eriences: (U se additional paper if necessary)

H i g h  S c h o o l  g r a d u a t e

C . L ist an y  co m m u n ity  serv ice  p o sitio n s, m un ic ip a l governm ent po sitions, state positions h e ld , and list a n y  .w a rd s  rece ived . These in c lu d e  lio tn  com pensat 
and uncom pensated p o sit" '" '*  I for exam ple , president ol a serv ice  organisatio n  or a m a y o r). A lso  in c lu d e  lengtn o l tim e served in tho po sitions.

N / A

D . E m p lo y m e n t w ork h isto ry : p a id , un p aid  Of vo lu n tary : (use ad d itio n al paper if necessary)

O w n e r / o p e r a t o r  - H a i r  Rack f o r  4 y e a r s

T h e  O l l ic c  o f tho G overnor and  the S ta te  ot A laska  h.v e an A ff irm a tive  A ctio n  Eq u a l E m p lo y m e n t  O p p o rtu n ity  Program . T o  assist 1 1  the program , you  
are asked to vo lu n ta rily  answ er the fo llow in g  questions to prov ide tnc in fo rm atio n  necessary tor re p o rlm  | purposes. U nder S ta te  jn d  Fed era l I jw ,  the  
in fo rm atio n  you provide w ill n o t be used to illeg ally  t lisc rim in a ie  against you .

S E X  

i~~1 M a l e  

F e m a l e

E T H N IC  B A C K G R O U N D  

G^W hito □  B lack  Q  H ispanic D  Alaska  N ative Q Asian or P a c if ic  Islander □ A m erican  In d ian

Oato o l B irth

1 1 / 0 5 / 4 2
M ilita ry  Serv ice  I I I  applicatjlo  give dams)
N / A

CE f t  i 1 F I C A T IO N :  I swear t h a t  the in fo rma t ion  I l u v c  entered on this form is true to the bes t  o f  m y  kn ow le d g e .  I u nd c t s t and  that if I d e l ib e r a t e ly  
con cea l  or enter falso in f o rm a t i o n  on the  form m y  app l ic a t ion  m ay  be r e a c t e d ,  I m ay  be r em ov ed  f rom  the  list o f e l ig ib le  c an d id a t e s  nr I m a y  be 
removed  from the pos i t ion .  I ag re e  tha t  tt * O l f i c e  o f the Governor m a y  con ta c t  present or fo rm er  em p lo y e r s  or o ther persons w h o  k n o w  m e  to 
ob ta in  add i t iona l  in fo rma t ion  a b o u t  m y  s tills an d  ab i l i t ies .  I unders tand  that the in fo rm a t ion  on  this apph c a t io n  is pub l ic  in f o rm a t i o n  an d  m ay  
be re leased through a legal r e qu e s t  for such in fo rm a t ion .

Signatura  In  Ink D a t a

01 O I2I 1/U1) Back
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ST A TE  O F  A L A S K A

O FF IC E  O F  THE  G O V ERN O R  
Puucli A 

Juneau, Alaska 99811

BO ARD S  AND  COMMISS IONS RESU M E

INSTRUCT IONS

A  separate application is required for each position for which you app ly . Complete and specific answers 
will aid in rapiu and accurate processing o f your resumg. The initial determination o f whether you 
qualify for the position specified will be based on this application.

Please type or print legibly in ink. Forward to the above address. Be sure your answers are true A 
w ill fu l ly  false answer may result in your disqualification or removal from o ff ice  if you are appointed .

Po sitio n  for w h ich  1 am  ap p ly in g :

B a r b e r  and H a i r d r e s s e r s '  B o a r d

Please list any  other Board nr C o m m ,...o n  on w h ich  ” o "  snrve:

Name

L E T H A  BRA Y  A S H C R A F T
Previous Nam e ap p lieu  under

M ailing A ddress

3609 R i c h m o n d  Aven u e ,  Anch, A K  99504

Resid en ce  Address

Same

C ity , S ta te  and Z ip  C o d e

Ancho r a g e ,  A K  99504

Hom e T e lep h o n e

9 0 7 - 2 7 7 - 9 2 1 2
Business or Message Telephone

REPO RT  ADDR-ESS AND  T E LE PH O N E  CHANGES  PRO M PTLY

A S  39 05  100 requires that a person appointed  to a board or com m issio n  bo a registered rotor b efore  the last general e lect io n :
u.

Are y o u  a registered vo ter?  0  Y E S  O  N O

Voter R eg istratio n  hfumber (O p tio n a l) So c ia l S e c e r i i  N u m b er (O p tio n al)
574-18-/(591

Have y o u  ever been co n v icted  of a m isdem eanor w ith in  tho past five  years or a fe lon y w ith in  th> past ten years? D  Y E S  0  N O

If " Y E S " ,  exp la in  the c ircu m stan ces on a separata sheet of paper and attach  it to th is a p p lica tio n . A  co n v ic t io n  is not necessarily  grounds for 

disc iu a lif ica tio n . T h e  num ber of co n v ic t io n s , natu re , recen cy  and re la tio n sh ip  ro il e b o ard  p o sition  applied  for w il l  be evaluated and a d ete rm in a tio n  

w ill be m ade after a review  of a ll relevant lacts .

A p o licy  m  the G o vern o r's  O lf ic n  p erta in in g  to boards and com m issio n s is 'hat a m em ber attend at least 75% o l tf.c mootings. A ro  there an y  c ircu m stan ces  

in e ith er yo u r professional or personal lifu  w h ich  w o u ld  prevent yo u  from  p artic ip a tin g  at tho req u ired  a u th o rized  m eetings? d  Y E S  L J  N O

If " Y E S " ,  exp la in  un a separate sheet o f paper and attach  to th is ap p lica tio n .

Tins position m ay req u ire  that the m em ber travel to either urban or rural (o r bo th ) areas. A re  there a n y  c ircu m stan ces w h ich  w o u ld  prevent yo u  from  

participating?

C O N F L IC T S  O F  I N T E R E S T  C e rta in  Hoards and C o m m iss io n s req u ire  fu ll d isc lo sure  o f personal fin a n c ia l data  under A S  3 9 .5 0 .0 1 0 . If req u ired  for tho 

Ooard or C om m iss io n  for w h ich  yo u  aro ap p ly in g , are yo u  w illin g  to do  so ? H y E S  Q  N O

Could  y o u  or u n yvn em b er o f yo u r fam ily  bo a ffected  f in a n c ia lly  bo d ec is io n s to be m ade b y  the B o ard  or Co m m iss io n  for w h ich  yo u  have a p p a sd ?

□  Y E S  K  N O  If " Y E S ” , e xp la in .

The  O ff ic e  o f the Governor  w i l l  not d is c r im ina te  aga inst  an ap p l i c an t  fo r a Boa rd  or Com m is s io n  based  on S e x ,  A g e ,  N a t io n a l  Or ig in ,  Marita l S ta tu s ,  
P r egn an cy ,  H and icap ,  I t l i g io n  or P a r en thood .

01-012(2. B11

I



f
T R A ' MI'VJG Bi E X P E R I E N C E :  ( If resum e attach ed , it i* not necessary to co m p lete  item s A -D I

A . L is t  an y  professional licenses, ce rt if ica t io n s , or reg istratio ns and dates ob ta ined that m a y  be used as q u a lify in g  c rite r ia :

S t a t e  o f  A l a s k a  H a i r d r e s s e r  & C o s m e t o l o s i s t  I n s t r u c to r ,  o w n e r  and o p e r a t o r  

l i c enses. 1963-83

3. L is t  b o th  form al and in fo rm al ed ucatio n  and tra in ing  exo erfences: fU se ad d itio nal paper if necessary)

SEE A T T A C H E D  .HE3DHE

C . L is :  any  co m m u n ity  serv ice  p o sitio n s, m u n ic ip a l governm ent P o sitio n s, state p o sitions he ld , and list a n y  aw ard s rece ived . These in c lu d e  b o th  com pen sated  
ano uncom pensated  p o sitio n s Ifo r exam p le , president of a serv ice  o rgan ization  or a m ayo r). A lso  in c lu d e  length of lim e  served in the p o sitio n s.

SEE A T T A C H E D  R E S U M E

O. Em p lo y m e n t w o rk  h isto ry : pa id , u n paid  or vo lu n ta ry ;(U se  ad d itio n al paper if necessary)

SEE A T T A C H E D  R E S U M E

The O ffic e  of the G o vern o r and tho S ta te  of A l; ska have jn  A ff irm a tiv e  A ctio n  Eq u a l E m p lo y m e n t  O p p o rtu n ity  Program . T o  assist 1.1 tho pro g ram , you  
are asked to vo lu n ta r ily  answ er the fo llo w in g  q ifs t io n s  to pro v id e  the in fo rm a tio n  necessary tor rep o rtin g  pu rpo ses. U n d er S tate  and Fed era l la w , tho 
in fo rm atio n  you provide w ill not be used to illrg a lly  d isc rim in ate  against you .

S E X  

C j  M ale  

Peinglo

E T H N IC  B A C K G R O U N D  

x £ ]  W hite CD Black Q  H ispan ic  C] A lask a  N ative D  Aslan or P ac if ic  Islander

R e s i d e n t  of A l a s k a  s i n c e  199 6----37 years
□  A m e rican  Ind ian

D  u e  o l  B i r t h

19 J u n e  1999
. M i l i t a r y  S e r v i c e  l i t  a p p l i c a b l e ,  g iv e  d a t e s )
N o n e

.

C E R T I F I C A T IO N :  I swea r  that  the in f o rm a t i o n  I have  en te red  on th is fo rm is true to  tho best o f  m y  k n ow le d g e .  I u nder s tand  that if I d e l ib e r a t e ly  
c on ce a l  or enter false in fo rm a t ion  on th e  fo rm m y  ap p l i c a t io n  m ay  be  re je c ted ,  I m a y  bo r em oved  from  the  l ist o f  e l ig ib le  c an d id a t e s  or I m a y  be 
r em oved  from the  po s i t ion .  I ag ree  th a t  the  O ff ic e  o f  the Governo r  m a y  c on ta c t  present  or fo rm er  em p lo y e r s  or o ther  persons w h o  k n o w  me to 
ob ta in  add i t iona l  in fo rm a t ion  a b o u t  m y  sk i l l s  and  ab i l i t i e s .  I u nde r s tand  'h a t  the  in fo rm a t io n  on this a p p l i c a t io n  is p ub l i c  in fo rm a t ion  an d  m ay  
be re leased through a legal reques t  fo r su ch  in fo rm a t ion .

S i g n a t u r o  I n  I n k  f  ) '~/7

J cS K / 7.*;^ /W s /ir
01 -012t l / a ^9 Back ^  ) w  / /

Date 9 F e b r u a r y  1983



PERSONAL DATA

LETHA BRAY ASHCRAFT 
3609 Richmond Avenue 
Anchoraae, AK 99504 
907-277-921 9

LETHA BRAY ASHCRAFT was raised in Anchorage and was educated in the 

Anchorage School System. She has been an Alaskan resident since 1 946. Her 

initial cosmetology training was taken at MAXINE'S BEAUTY COLLEGE, 1010 

Fireweed Lane, Anchorage, Alaska. She then took advance training at BEETCH'S 

BEAUTY COLLEGE in Enid, Oklahoma. Letha worked as a cosmetologist for 

several years while continuing her advanced training to become a licensed 

cosmetology instructor.

She has served as an instructor for several beauty colleges. She feels that 

membership in professional organizations is an important part of any cosmetologist's 

career. She has been a member of Anchorage Affiliate #293 and a member of the 

Alaska State Hairdresser 6 Cosmetologists Association since 1 963. During that time 

she has served in many capacities, among these are: Alaska State Styles Director 

and Chairman of the Alaska State Hair Fashion Committee. As a member of the 

National Hairdressers and Cosmetologists Association, she has attended many national 

conventions and shows both as a participant, delegate and as a convention instructor. 

In 1975, she became Alaska's first representative on the Official Hair Fashion 

Committee. She is extremely interested in helping Alaskans keep up-to-date with 

the latest trends in hair styling. Membership on the OHFC of America is based on a 

comprehensive three-day competitive examination. The committee is not only honorary, 

but serves as the educational body to relay the current trends to each state. Member­

ship on ihe committee also makes the individual member eligible to serve as a guest 

artist for any state hairdresser 6 cosmetologists convention.

Letha was the owner of the Nordstrom Beauty Salon from 1 975 til 1 582. She is 

married and has two children.



PERSONAL DATA SHEET

EDUCAT ION :

LETHA BRAY ASHCRAFT 
3609 Richmond Avenue 

Anchorage, Alaska 99504

1962 Graduated from East Anchorage High School.
1963 Graduated from Maxine's Beauty College, Anchorage, AK.
'963 Received State of Aldska Operator's License.
1964 Received State of Alaska Manager's License.
1964 Received 400 hours of instructor training at Beetch's 

Beauty College, Enid, OK then returned to Anchorage 
to complete 2C0 hours of instructor training at Maxine's 
Beauty College.

1965 Received State of Alaska's Instructor's License.
1973 Received State of Alaska, Department of Education, Teacher

Certificate, Type D, Vocational T 6I , (Cosmetology).

ADDITIONAL ADVANCED TRAINING:

(964 Raphal (Official Hair Fashion Committee of U .S .)
1964 Buddy Francis (Official OHFC OF U .S .)
1964 Grace Doran (Official OHFC OF U ..S .)
1965 Otto of Vienna (Official OHFC OF U .S .)
1965 Sim Simpson (Official OHFC OF U .S .)
1965 Leo Passage (OHFC OF U .S .)
1966 Sally Ponce (OHFC OF U .S . 6 U .S . OLYMPIC TEAM TRAINER)
1966 Peter Hantz (OHFC of U .S .)
1966 Salvatore (OHFC OF U .S . 6 Originator of Trend Setter Method)
1967 Vera Slater (OHFC of U .S 6 U .S . OLYMPIC TEAM TRAINER)
1968 JHieri Redding (RedKen Seminar)
1968 Paul Morrey (OHFC of U .S 6 Olympic Team Alternate)
1969 Paul Morrey (OHFC of U.S 6 Olympic Team Alternate)
1969 Jay Austimuhl (OHFC of U .S .)
1969 Leonard Benner (OHFC of U .S .)
• 970 Paul Morrey (OHFC of U .S 6 Olympic Team Alternate)
• 970 Mary Lou Augustine (Directional Hair Design Originator) (OHFC)
1970 Bill Wright (OHFC of U .S)
1970 Bernard de Jardine (OHFC of U .S)
1971 Paul Morrey (OHFC of U .S . & Olympic Team Alternate)
1971 Gaines Pressley (OHFC of U .S .)
1972 Esther Richardson (OHFC of U .S)
•972 Don Carr (Pivot Point International Training Director)
• 972 Ahn Thayne (AK State Hair Fashion Committee/Current

Trends and Pivot Point Train ing.)
• 973 Alan Thayne (AK State OHFC—Current Trends & Pivot

Point Train ing.)
• 973 Paula Kent (RedKen Seminar, Seattle, WA)



LETHA BRAY ASHCRAFT
Persona l Data Sheet
19 August  1979

ADDITIONAL ADVANCED TRAINING:

1973 Don Morris (RedKen Seminar)
1973 Tony Beckerman (Vidal Sasson Haircutting Techniques)
IS73 Ditmar Planer (European Styles Director for Pivot Point)
1974 Alan Thayne (AK State OHFC Styles Director)
1974 JHeri REdding (Jherimack Seminar)
1974 Theresa Pupilli (OHFC of U .S . — Received my first seal

towards Pivot Point Master Hair Designer Degree(April)
1974 Received Masters Degree in Quick Service (May)
1974 Received training in European Techniques in Haircutting

from Don C arr, (OHFC of U .S . & international Director 
of Training for Pivot Point) (December)

1974 Attended fall & winter release at annual convention of 
NHCA at Dallas, Texas.

1975 (Jan) Michael Nealeigh (Director of Education & OHFC)
Received training "Skin Care and Make-Up"
Margaret Vinci Heldt (OHFC) "Quick Service Techniques" 
Richard Hertel (OHFC) "State & National Competition" 
Leslie Bryner (OHFC) "Guide to Coiffure Creation"
Reba Roy (OHFC) "Guide to Coiffure Creation"
Michael Nealeigh (OHFC) "Advanced Techniques in 

Permanent Waving & Creative Hair Coloring"
Lyal McCaig (OHFC) "Short Looks Hair Fashion"
Michael Taylor (OHFC) "Empahsis on Fashion Form 

Haircutting"
Attended the L .A . California Convention "Total

Fashion Release for Spring & Summer of 1975"
Took THE OFFICIAL HAIR FASHION COMMITTEE OF

THE U .S . competitive examination and was admitted 
as a member of the Official Hair Fashion Committee 
of the U .S ."  The only member from ALASKA,

(Feb) Jim Ramona (RedKen Educator) "Structure & Chemistry 
of the Hair"

Denise McCloud (AK l-lPC 6 State Styles Director)
"Spring & Summer Release for 1975"

(Mar) Don Carr (OHFC) "Unisex Haircutting i Advanced 
Permanent Waving,"

1976 Attended the National Convention 6 Classes at Omaha, Nebraska
Was a member of the OIIFC qualification examination committee. 
Took the following training:

"Master Judging Symposium" Vera Slater (OHFC)
"OHFC Continuing Education Day" taught by the 

National Coiffure Design Committee composed 
of Sue Lack, Hayden Hitchcock, Jackie Holt, 
and Matt Mattison.

"State Hair Fashion Committee Seminar" CDC Committee 
"NHCA Legislative Seminar" Doris Vernon



LETHA BRAY ASHCRAFT 
Personal Data Sheet 
19 August 1979

ADVANCED TRAINING CONTINUED

1976 "Creative Colorino"

1977

1976

'Progressive Perming"

Evelyn Quick, John Desiderio,
Tom Emery, Bob Johnson (All OHFC 
Barbara Leachman, Louis Schmidt, 
Frank Friia , Lea Sterns (ALL OHFC 

"Skin Care-Face Color" Grace Doran, Peg Guadian, Rita
Georais, Mary Francis Myer. 

"Progressive Education—Chemistry 101" Dorothy Wollery 
"Progressive Education—Intro to Art Principles 102,

Lyal McCaig, Betty Bagwell 
"Spring 6 Summer Release Class" "Premiere 2000: CDC Member:
'Competition Contestant Class" Lyal McCaig (Nat'l Styles Director
"Progressive Perming"

San Francisco Convention: 
"Art Principles 204" 
"Sculpturing"

Letha Ashcraft, Ray Macarpnas, 
Marilyn Wilcox, Sonny Stewart

Max Matteson 
Marguerite Buck 

"OIIFC Continuing Education"Lval McCaig, Alida Wencang,
Michael Taylor, Shirley Gossett, 
Leslie Bryner 

"State Hair Fashion Committee Seminar"
"OHFC Qualifying Examination"Letha Ashcraft (OHFC)
"Competition Concepts" Lyal McCaig
"Fall & Winter Release Class" CDC Members
"Hair Color Concepts" Lois Lackey
"Art Principles 201-212-213" Max Matteson
"Education Overview" Grace Doran Francis
"Concepts of Permanent Waving" Rita Georais
"Special OHFC Seminar in Chemistry & Nutrition at JHERIMACK.

"Models Committee" Letha Ashcraft, Linda Miller, I-
Lowman, Leila Cohoon, Joyce Sn 
Kathy Young, Dick Spencer,
Rita Georvais

"OHFC Education Day" CDC Members-John Amici, Olive
Benson, Richard Hertel, Michael 
Nealeigh

"State flair Fashion Committee Seminar" CDC Members &
Dr. Everett G. McDonough 

"Hair Color Concepts" Lois Lackey & Letha Ashcraft
"Skin & Cosmetic Concepts" Raphael
"Chemical Control Concepts" Tom Serra, Tom Hayden, Charlene

Rusteberg, Barbara Leachman 
"Art in Commercial Hair Design" Marguerite Buck, Lyal McCaig 
"Dollars & Sense for Hairdressers Seminar" David Bagwell 
"Competition Class" Leo Passage



LETHA BRAY ASHCRAFT
Persona l  Data Sheet
19 August  1979
ADVANCED

1978

1979

1 979

TRAINING CONT'D:

(July) Attended NHFC National Convention at Atlanta,
Georgia and received the following training;
"OHFC CONTINUING EDUCATION" Coiffure Design Committee 
"State Hair fashion Committee Seminar" CDC Committee 
"Permanent Waving concepts" Teresa Pupilli S Charlene

Rustenberg 
"Creative Coloring" Leslie Bryner 
"Skin Care Concepts" Denise Wilier 
"Fall 5 Winter Release 1978-79" CDC Members 
"Motivation Class" Michael Sweeney

"Nutrition" Michael Nealeigh
"Competition Concepts" Alida Wiergang & CDC Members

Attended all Alaska State Shows & Conventions. Served 
as State Styles Director for 1976-77-78.

(January) Attended NHCA CONVENTION in LAS VECAS.
"Hair Happenings Release" (OHFC MEMBERS) CDC COMMITTEE
"Hair Color Concepts" Leslie Blanchard
"OHFC Self-Education" Doris Williams, Leslie Blanchard,

Connie Rubin 
"Competition Class" Louise Cotter, Sam Cappelli 
"State Hair Fashion Committee Seminar"
"Skin Care Concepts" Luella Bailey
"Face Designs f. Make-up Concepts" Grace Doran
"Chemical Control: Permanent Wave Concepts" Bernard Des Jardins
"Nutrition for Beauty" Michael Nealeigh
' Art Principles" Carl Reese, Marquerite Buck
"Dollers & Sense for Hairdressers" Peg Caudian
"Cosmetic Chemistry for Pros" Art Smith

(July) Attended NHFC CONVENTION AT CHICAGO, (LL .
"OHFC HAIR HAPPENINGS" CEC Members 
"Hair Color Concepts" Michael Tayler 5 Letha Ashcraft 
"Perming" Max Matteson 
"OHFC Seminar-SK IN" Luella Bailey 
"OI-IFC Seminar-MAKE-UP", Grace Doran 
"OHFC Seminar-COLOR", Michael Taylor & Letha Ashcraft 
"State Hair Fashion Committee Seminar" Alida Wiergang 
"State Hair Fashion Committee Participation C lass :, Alida Wiergang. 
"Art Principles" Marguerite Buck 
"Dollars & Sense" Jonnie McCoy
"Public Relations-How to Promote Yourself 6 Your Business"

Sharon Esc he 
"Gerontology" Jerri Redding 
"Competition" Bernard Des Jardine 
"Cosmo-Chemistry for Pros" Art Smith 
"Motivation" Mchael Nealeigh 
"Fashion Apparel for the Total Look" 
"Merchadising-Marketing-Retaiiing" Frankl Ljqubir 
"Model for National Coiffure Championship" Letha Ashcraft



LETHA BRAY ASYCRAFT 
ADVANCED TRAINING (contd)

1 980 January—attended the annual NHCA Educational Seminar held at Las Vegas.
Nevada and received the following additional training and assisted with the 
presentation of the program:

"Chemical Styling" Paul Barnes
"Color Clasics" Vincent Farricielli & Letha Ashcraft 
"Long Hair Braiding 5 Weaving" John Marsala 
"Art & Principles of Hair Fashion Illusion" Mario Caruso 
"Long Hair Balance 6 Design" Don Estes
"Hair Fashion Direction for Spring 6 Summer" 1981 CDC Committee 
"Creating Fabulous Faces" Larry Parish
" SHFC/Participation Workshop" Same Cappelle & Letha Ashcraft 

"'How to be a Competitive Winner" Michael Diano 
"Teaching Techniques for Instructors" Jean Redd 
"Salon Up-Date Forum" Thomas Berger 
"Self-Preservation (Exercise & Nutrition") Jan Murphy 
"Male Services" Antonio Trapani 
"Dollars 8 Sense for Cosmetologists" Betty Tallen 
"Skin Care Motivation" Carlene Barefoot 
"Motivation" Robert Willison 
"Salon Chemistry" Taylor Burgess 
"Creating Your Client's Best Image" Larry Walker

1981 January-attended the annual NHCA educational seminar held at Las Vegas, 
Nevada and received the following additional training and assisted with the 
presentation of the program:

"Color Classic" Letha Ashcraft 
"Chemical Styling" Paul Barnes
"OHFC Directions -Spring & Summer 1981" Sam Cappelle, Charlene Rustenberg

Michael Schuh, Diane Sherrill 
"OHFC Educational-Teaching Seminar" Sames as above 
"Braiding & Weaving" Olive Benson, Richard Hertel 
"Balance & Design" Linda Cazoway, Hayden Hitchock 
"Slate Hair Fashion Seminar-Participation Workshop" Letha Ashcraft 
"Teaching Techniques for Instructors" Jean Redd 
""Train with Competition Winners" Leo Passage, Gloria DiSanga 
"Hair Fashion Direction" Bill Hill 
"Salon Up-Date Forum" Thomas Berger
"Self-Preservation-(exercise & nutrition)" Kurt Thomas, Peter Lupus 
"Long Hair Design l> Balance, Phase II" Linda Cazoway, Hayden Hitchock 
"Creating Fabulous Faces" Larry Parrish 
"Male Services" Antonio Trapani
"Dollars & Sense for Cosmetologists" Michael Swiger, Betty Tall'en 
"Art Principles of Hair Fashion Illusion" Mario Caruso 
"Skin Care Motivation: Carlene Barefoot 
"Motivation" Marilyn Van Derbero—former Miss America

1 982 January—attended the annual NHCA Educational Seminar held at Anaheim,
California:

"America Images" Doris Williams 
"Men's Hair Cutting' Bill Hill 
"Make-Up" Ron Renee, Ann Bray 
"Salon Up-date Forum" Buddy Walton 
"Competition Class" Michael Taylor, Gary Bray



LETHA BRAY ASHCRAFT 
ADVANCED TRAINING (contd)

1 982 Anaheim, California (contd):

"OHFC Examination Up-date" Art Waters 
"Perming Images" Teresa Pupillo 
"Skin Care" Luella Hubbard, Jean Tierney
"Participation Class for State Styles Directors" Letha Ashcraft, Mel Tozier 
"OHFC Education" Vincent Farricie lli, Gary Bray 
"Long Hair Image" Micheal Schuh, Rapheal, Don Estes 
"Motivation: Michael Sweeney 
"Teen-Age Images" Jeri Hearne
"American Woman—Tips for Maturing" Larry Walker 
"Jewelry & Hair Ornaments" Marium Haskell 
"Evening Images" Candi Ekstrom

1 983 January—attended the annual NHFC educational seminar held at New Orleans, 
Louisianna and received the following additional training plus assisted 
with the presentation of the program:

"Spring Images Release" Diane Narron, Dennis Mattos 
"How to be Successful" Kevin McKowen 
"Latest Techniques & Advice in Fetting 8 Attaching Wiigs & Hairpieces", Larry Bucheit 
"How to Prepare a Class, Platform Presentation, Voice Projection, & Self- 
Motivation" Micheal Diano
"Wholeistic Wellness, Health Awareness" Dr. George Milne
"Participation for Styles Directors & Chairmen Only" Letha Ashcraft
"Hairfashion Direction" Michael Diano
"Perming Technology" Pauline McCloud
"Hair Color Today" Carolyn Fruia
"Salon Technology" Peggy White
"Competition" Candi Ekstrom, Gary Bray
"Skin Care" Denise Miller
"Men's Trend Class" Herb Haller, Daniel Ruidant 
"Premier Class" Sam Cappella, Letha Ashcraft



LETHA BRAY ASHCRAFT 
Personal Data

REFEREN CES: Professional and Character

Joe D. Montgomery 
1048 Beech Lane 
Anchorage, AK 99501

Ms. Connie Millhouse
407 East Northern Lights Blvd.
Anchorage, AK 99503

Mr. Charles Maletta 
Paris Beauty Supply 
P.O . Box 3774 
Seattle, IVA 98124

Mrs. Joy Donelson 
908 R Street 
Anchorage, AK 99501

M '. Maxine Reed 
1361 W. 12th Street 
Anchorage, AK 99501

Ms. lyllamae Olsonoski 
1317 Crescent Avenue 
Anchorage, Ak 99504



EXPERIENCE:

'LETHA BRAY ASHCRAFT
Persona l  Data
17 F eb ru a r y  1983

February 1 963 to December 1963

January 1964 to May 1964

June 1 964 to August 1964

September 1 954 to November 1964

December 1 964 to December 1965

January 1966 to August 1970

September 1 970 to March 1972

April 1 972 to March 1975

April 1 975 to August 1982

September 1 982 to Present

Operator, Maxine's Beauty Salon 
809 4th Avenue 
Anchorage, AK 99501

Opera tor-Manager 
Maxine's Beauty Salon 
809 4th Avenue 
Anchorage, AK 99501

Student-Instructor 
Beetch's Beauty College 
Enid, OK 73701

Student-Instructor 
Maxine's Beauty College 
Anchorage, AK

Manager-Opera tor 
Maxine's Beauty Salon 
Anchorage, AK

Corporate Owner-lnstructor-Operntor 
Maxine's Beauty College 
Anchorage, AK

Manager-lnstructor 
D .J .'s  School of Hair Design 
Anchorage, AK

Manager-Instructor
Alaska Accredited Beauty School
Anchorage, AK

Corporate Owner-Manager-Oporator 
Instructor,
H .G .B . In c ., dba Nordstrom Beauty Salon 
603 D Street 
Anchorage, AK 99501

Unemployed



, - . ■v.i » I , STATE OF ALASKA

OFFICE OF THE GOVERNOR 
Pouch A 

Juneau, Alaska 99311

BOARDS AND COMMISSIONS RESUME

INSTRUCTIONS

A separate application is required for each position for which you apply- Complete and specific answers 
will aid in rapid and accurate processing of your resumf. The initial determination of whether you 
.qualify for the position specified will be based on this application.
n  i    • ̂  i _____________ ;• i .  . • • •  r-   i .  . 1 i i • iPlease type or orbit legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfu lly false answer may result in your disqualification or removal from office if you are appointed .

Position  tor w h ich  I am  a p p ly in g : .

l A / o n H / n e t \ C - c s n h e n S a T l  o b  Q <
h i m

OCL.r~cL
Please n>t any other Uoard 01 G um n ussion  on w m ctT yo u  servo: 

XrOA. -d.

Previous Nam e applied  under

M ailing Address

■ p-e.&t nss
C ity . S la te  and Z ip  C o d e

me Teteptionu

| R esidence Address

LlW. CUcft-y rt./e ~Pt <tc. e.j
3 9 7 * 7 - .

Business or Message Te lep ho ne

< ? % 7 >  4 3 ( p  2  9 4 5

REPO RT  A D D RESS  AND  TELEPH O N E  CH ANG ES  PRO M PTLY

A S  39 0 5 .1 0 0  requires that a petsori appr.m ted ta  a hoard or co m m ission  he a registered voter tm tcru the last general e lectio n :

A re  yo u  a registered vo ters (51 y e s  □  N O

Voter Registration Number (Optiun.il) Social Security Number (Optional) <933~ “ - 9  7  .2—

Have yo u  ever h ren  co n v icted  ot a m isdem eanor w ith in  the past liv e  years or s  le lu n y  w ith in  tne past tun years? d  Y E S  03  N O  

It " Y E S " ,  e n p ln n  the c ircu m stan ces o n  a separate sheet ot paper and attach  It to th is a p p lica tio n . A  co n v ict io n  is not necessarily  grounds lo r  

d isq u a lif icatio n . Tho num ber o t co n v ic t io n s , natute, recen cy  and re la tio n sh ip  to the h oard  po sition  a p p lild  tor w il l  1)0 evaluat-td and a d e te rm in a tio n  

w ill tie m ade a lte r a reviuw o l  a ll relevant tacts.

A p o licy  m  rhe G overnor's O l l i c e  perta in ing  to h o jrd s  and com m issions is that a m em ber attend at least 70% ot the m eetings. A ro there  an y  c ircu m stan ces  

in e ither you r professional or personal h ie  w h ich  w o u ld  prevent yo u  from  p a rtic ip a tin g  at the requ ired  o u tlin rired  m eetings? O  Y E S  £ 3  N O

II " Y E S " ,  exp la in  on  a separate sheet ot paper and attach  to this ap p lica tio n .

Tins (nation m ay req u ire  that the m em ber travul to either urban or rural (or b o th ) areas. A re  them  a n y  c .rcu m stan ces w h ich  svould preven t yo u  fro m  

participating?
C C o u J d  S d .  b e y o n d  i ) u j  c & n b t ^ o j .

C O N F L IC T S  O F  IN T E R E S T .  C e rta in  Boards and Com m ission s req u ire  lu ll d is 'lo su re  o f personal fin an c ia l d ata  under A S  3 9 .5 0 .0 1 0 . It  req u ired  tor tho 

Board or C o m m iss io n  lo r w h ich  yo u  are  ap p ly in g , ate yo u  w illin g  to do  so? 'C S  Q  N O

Cou ld  you or a n y  m em ber of yo u r fam ily  tie a llc c tc d  fin an c ia lly  hu docisions to ho m ade b y  the B o ard  or C om m ission  for w h ich  yo u  have a p p lie d ?  

□  Y E S  N O  If " Y E S " ,  e xp la in .

The  O ff ic e  o f  Governo r  w ill not d isc r im ina te  aga inst  an app l i c an t  fo r a Board  or Comm iss ion  b ased  on  S e x ,  A g e ,  N a t io na l  Orig in ,  Mar i ta l  S t a tu s ,  
P regnan cy ,  H i  c ap ,  M ig t u n  or P a r en th ood .

Ot 012(2,81) ”----------------------------------------------------------------------- -



T R A IN IN G  h  E X P E R I E N C E :  ( If returrt! attached, it it not n e c u s a ry  i s  co m p lete  item s A -O I

A . L is t  a n y  profession al licenses, ce rt ifica tio n s , or registrations and dates o b ta ined  th at m ay b e used as q u a lify in g  c rite ria :

8 s a J

3 . L i s t  b o t h  f o r m a l  a n d  i n f o r m a l  e d u c a t i o n  a n d  t r a i n i n g  o x p o n c n c e s :  ( U s e  a d d i t i o n s !  p a p e r  i ‘ n e c e s s a r y )

V'I n / + / v / i f l o  /  / i f  AJ u r ^ l F ) ( 7  J  r~ C  €*\3"T\ re. C,Q r c .c U c ^  J  riurstn] J  t to rc e o ie . £  / ? W

/1 / f/n - tU  d , A y r *  a z , L in -O . o f  A l t s k e ^ -  F a . )« b a .H ± s
o f J < U ^ V  cU, .fiurrrs }Ih m ) . ^  ^

C . L is t  any  co m m u n ity  service o o sitio n s. m un ic ip a l governm ent po sitions, state p o sitio n s h e ld , and list any aw ards received . These in c lu d e  both  com pensator 
and unco m pensated  positions (for exa m p le , president ot a serv ice  org an isatio n  or a m ayo r). A lso  in c lu d e  length o l tim e served in the p o sitio ns.

fe e s . Fa.jeJ3euuJc.s (L i.'J b  fk s o c c u X ^ n / - oi srrs

/}n \tZ /ic jm s ~ fthtot-'te CAx.rn. .J tjtj , —  /Ira .i +- L i/c t oC**

i f ' , l ^ ' T n c  . /Jacu.<L .'i b t U ' / U > j  f- Cb/C- F /  • - J  7 tJ '

(Ls/n m  /SSter>\<Z f t o / c u e  - y ^ j -

b fx b U iu A /c .U - t .J  f d J C  ■ -5 ,jrS -  Treasure*
• -  <8' S • -- J*-*-* Civ - / _C/ ■ A’ -/l**L/ 5 H i *

D .  E m p l o y m e n t  w o r k  h i s t o r y :  p a i d ,  u n p a i d  o r  v o l u n t a r y : ( U s e  a d d i t i o n a l  p a p e r  i f  n e c e s s a r y )

faxLttJ-*-*-*/ I S / o  / 9 S 2

ScJ^oo/ /jcjrss. S'u-bho "? jJJL./) '— '4- lj r^ " bOc l.k-/c i,

e > C A ? e ,  - V'/tyrs- 

$ . / / «  U r z e

itr? £j / C- 4~/ f j u f S d  —

£ r / , c r - * J  c/ccf/ / j n e s c  ~ U k s k ^ .  / I W f J i  JW Co - 
f-i<LlL>a. r d / S S  Jfr\J / ^r'- —

/ ) l / n K  I  l - f  a , C c / )  -  A  1  I 4 - b p  s  -  F L l  C l .  ■ \ V v .T i / i . L  T ( e - r t . /  /  < / / j  r o  /

t-OUj

T h e  O ffice  o l the G o vern o r and the S tate  ot A laska  have an A ff irm a tiv e  A c tio n  E q u a l E m p lo y m e n t  O p p o rtu n ity  Program . T o  assist i t the program , you  
are asked to v o lu n ta r ily  answer tho fo llo w in g  questions to p ro v id e  the in fo rm atio n  necessary  lo r reporting  pu ip o ses. U n der S la te  and Fed era l law . the 
in fo rm atio n  you provitfe w ill not be used to illegally  d isc riu  m ate against yo u .

S E X  

CD Male 

P3 Female

E T H N IC  U A C K C .R O U N D

W hlto CD Black CD H ispanic CD A aska N ative CD A sian  or P a c if ic  Islander CD A m e r i c a n  I n d i a n

D a t j i . o l  H u m

')/<i 12.6

M i l i t a r y  ‘J o r v i c o  ( I f  a p p l i c a b l e .  g i v e  d J t u s )

> 1  /  TV. -

C E R T I F I C A T IO N :  I swear that (he in fo rm a t ion  I h a v e  entered on this (orm is t rue  to the bes t  o f  m y  k n ow le d g e .  I u nd e is t an d  that i l I d e l ib e r a t e ly  
con ce a l  or enter fa lse in fo rm a t ion  on th e  lo rm  m y  app l i c a t io n  m ay  be r e a c t e d ,  I m a y  be  rem ov ed  f rom  the  list o f e l ig ib le  cand ida tes  or I m ay  be 
removed  from the  pos i t ion .  I agree tha t  the O ff ice  o l  the Governor  m ay  c on ta c t  p resen t  or fo rm er  em p lo y e r s  or o ther  persons who  k n o w  me to 
ob ta in  add i t iona l  in fo rm a t ion  a b o u t  m y  sk i l l s  and  ab i l i t i e s .  I u nder s tand  that  the  in fo rm a t ion  an  th is app l i c a t io n  is pub l ic  in fo rma t ion  and  m ay  
be re leased through a legal reques t  fo r such  in fo rm a t ion .

S i g n a i u f  I n  I n k  / / -  7

n ( c f  'a j > 4 £ ±
01 0 1 2 ( 1 / a  1 1 B a c k
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O FF IC E  OF  TH E  G O V ER N O R  
Pouch A 

Juneau , A laska 9 9 8 1 1

STATE OF ALASKA

BO ARD S  AND  COMMISS IONS RESU M E

AUG 08  1983 

G O V ER N O R S  O rr iC E

IN STRUCT IO NS

A separate application is required for each position for which you apply . Complete and specific answers 
will a i J  in rapiu and accurate processing A  /our /esumg. The initial determination o f whether you 
qualify for the position specified will be based on this application .

Please type or print legib ly in ink. Forward to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

Po sition  lor w h icn  I am  a p p ly in g :

M n r k p r g 1 C o m p e n s a t i o n  B o a r d .
se list any other B o a id  or C o m m iss io n  on w n ich  you sPlease

S o u t h e a s t e r n  P a n e l  - L a b o r  R e p r e s e n t a t i v e
yo u  servo:

N / A

tsijine

D a v i d  W i l l i a m  R i c h a r d s

Previous Nam e appncti under

N / A

M ailing A daress R esid ence  Address

311?. W i l d m e a d o w  L a n e S a m e

C q y , S tate  and 2 ip  Code

.Tuneau. A K  9 9 8 0 3
H o m e Telepnone Business or Message Telep hone

( 9 0 7 )  7 8 9 - 9 8 2 5 7 8 9 - 9 8 2 5

REPO RT  A D D RESS  AND  T E LEPH O N E  CH A N G ES  PRO M PTLY

A S  3 3 .0 5 .1 0 0  requ ires that a person ap p o inted  to a board or com m issio n  be a registered voter b efore  the last general e lectio n . 

A re  y o u  a registered vo ter/  g ]  Y E S  Q  N O

V o te r  Reg istration  N um ber (O p tio n a l) So c ia l S e c u r it y  N u m b er (O p tio n al)

5 6 3 - 4 8 - 6 9 1 1

H ave yo u  ever been conv icted  of a m isoem eanor w ith in  the past five years or a fe lon y w ith in  the past ten years? ED Y E S  N O

II " Y E S ” , e x p h in  the c ircu m stan ces on a separate sheet of paocr and a ttach  it to th is a p p lica tio n . A  co n v ic t io n  is not necessarily  grounds for 

d isq u a lif ica t io n . T h e  num ber o l  co n v ic t io n s , nature, recen cy  and re la tio n sh ip  to the b o ard  p o sitio n  applied  for w ill be evaluated  and a d ete rm in atio n  

w ill bo m ade a lte r  a review  o f a ll re levant (acts.

A p o licy  in the G overnor s O ffice  perta in in g  to hoards and com m issions is that a m em ber attend  at least 7 5 "  of tho m eetings. A re  there  an y  c ircu m stan ces  

m e ith e r your professional or personal life  w h ich  w o u ld  prevent yo u  Iro m  p articip atin g  at th e  requ ired  au th o rized  m eetings? ED Y E S  0  N O  j|

II  " Y E S " ,  exp la in  on a sep arate  sheet o f papor and attach  to  th is  ap p lica tio n . ( M i s s e d  o n l y  o n e  h e a r i n g  d u r i n g  m y  

 t e n u r e ,  a s  a B o a r d  m e m b e r  o v e r  p a s h  6 y e a r s . ) _______________________________________________
fins potation m ay requ ire  that tho m em ber travel to either urban or rural (o r b o th ) areas. A ro there a n y  c ircu m stan ces w h ich  w o u ld  prevent y o u  (rorn

participating? N o  - I h a v e  a t t e n d e d  h e a r i n g s  i n  A n c h o r a g e  a n d  F a i r b a n k s  o n  m a n y  

■QCgasion s  t o  f i l l  i n  f o r  a b s e n t  B o a r d  m e m b e r s
C O N F L IC T S  O F  I N T E R E S T  C erta in  B o ard s and Co m m iss io n s requ ire  (u ll d isc lo su re  o l  personal fin an c ia l data  under A S  3 9 .5 0 .0 1 0 . II req u ireo  (or tho 

Board or C om m ission  lor w h ich  yo n  aro a p p ly in g , are you w illin g  to do so ? 0 Y S S  ED N O

Cou ld  you or an y  m em ber o l  yo u r fam ily  bo a lle c te d  fin a n c ia lly  b e d ec is io n s to bo m ade b y  tho B o ard  or C om m iss io n  for w h ich  yo u  have ap p lie d ?

□  Y E S  0  N O  I I  " Y E S " ,  e x p la in .

The  O ff ice  o f  the Governo r  w i l l  no t  d is c r im ina te  aga inst an app l i c an t  for a Boa rd  or C om m is s io n  based on  S e x ,  A g e ,  N a t io na l  Orig in ,  Marita l S ta tu s ,  
P regnan cy ,  H and icap ,  fb l i g io n  or P a r en th ood .

01012(2,ai)



T R A I N IN G  & E X P E R I E N C E :  ( I *  re sume  a t tached ,  it is n o t  necessary t o  c om p le t e  i tem s  (  01

A . L is t  a n y  p ro fession al licenses, ce rt if ica tio n s , or reg istrations and dates ob ta ined that m a b e used as q u a lify in g  c rite ria :

V e s t e d  m e m b e r  o f  L o c a l  2 2 4 7  B r o t h e r h o o d  o f  C a r p e n t e r s  a n d  J o i n e r s  o f  A m e r i c a

3 - L i s t  b o t h  f o r m a l  a n d  n f o r m a l  e d u c a t i o n  a n d  t r a i n i n g  e x p e r i e n c e s :  ( U s e  a d d i t i o n a l  p a p e r  i f  n e c e s s a r y )

G r a d u a t e d  P a c i f i c  G r o v e  H i g h  S c h o o l ,  P a c i f i c  G r o v e  C a l i f o r n i a  

2  Y r s .  J r .  C o l l e g e  M . P . C . ,  M o n t e r e y ,  C a l i f o r n i a  

6 Y r s .  M i l i t a r y  O b l i g a t i o n  f u l f i l l e d ,  H o n o r a b l e  D i s c h a r g e

C . L ist a n y  co m m u n ity  service no sitio n s. m u n ic ip a l governm ent positions, state o o sitio ns h e ld , and list an y  aw ards received . These in c lu d e  botf* 
and unco m pensated  p o sitions (for exam ple , president of a service organ ization  o r a m a y o r). A lso  in c lu d e  length ot vm » served in the posit.

M / A

lponsatcd

D .  E m p l o y m e n t  w o r k  h u t o r y :  o a i t l .  u n o a i r t  o r  v o l u n t a r y t d J i c  a d d i t i o n a l  p a p e r  i f  n c c e . s a t y )

2 0  Y e a r s  U n i o n  M e m b e r  L o c a l  2 2 4 7  J u n e a u

The O ffice  o f tho G o v ern o r and tho S tate  of A laska  have an A ffirm ative  A c tio n  E q u a l E m p lo y m e n t O p p o rtu n ity  Program . T o  assist n  the p ro g ram , yo u  
are asked to v o lu n ta r ily  answ er tnc fo llow in g  q uestions to provide the in fo rm atio n  necessary for reporting  purposes. U n der S ta te  and Fed era l law , the  
in fo rm atio n  yo u  pro v id e  w ill not be used to illeg ally  d isc r in /n a tc  against yo u .

S E X  E T H N I C  B A C K G R O U N D

M a i n  W h i l e  O O la c k  O H i s p a n i c  Q A l a s k a  N a t i v e  0
0  F e m a l e

A s i t i n  o r  P a c i f i c  I s l a n d e r o A m e r i c a n  I n d i a n

D a t o  o f  U i r t h

4 - 1 6 - 3 7

M i l i t a r y  S u r v i c o  ( I f  a p p l i c a b l e ,  g i v e  d a t o s )

U S  A r m y ,  F t .  O R D , C a l i f o r n i a E - 4  R a t i n g

C E R T I F I C A T IO N :  I swear  that  the  in fo rm a t ion  I ha ve  cm er ed  on this form is t rue  to the bes t  o f m y  k n ow le d g e .  I unders tand  that if I d e l ib e r a t e ly  
c on ce a l  or enter fa lse in fo rm a t ion  on the fo rm  m y  app l i c a t io n  m ay  be  r e a c t e d ,  I m a y  be r em oved  f rom  the  list o f e l ig ib le  c an d id a t e s  or I m a y  be 
removed  f rom  the p o s i t i on .  I agree that the O ff ic e  of the Governor m a y  con ta c t  present  or fo rm er  em p lo y e r s  or o ther  persons w h o  k n o w  m e  to 
obta in  add i t iona l  in f o rm a t i o n  a b o u t  m y  sk i l l s  an d  ab i l i t i e s .  I unders tand  that th e  in fo rm a t ion  on this app l i c a t io n  is pub l ic  in fo rm a t ion  and  m ay  
be re lea sed  through a legal reques t  fo r  such in fo rm a t ion .

0 1 0 1 2 ( 1 / 8 1 )  B a c k
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L A B O R E R S  I N T E R N A T I O N A L  U N I O N  O F  N O R T H  A M E R I C A
LOCAL NUMBER 942 FAIRBANKS OFFICE: 3 )5  BARNETTE ST .. FAIRBANKS. ALASKA 99701-4566. PHONE 19071 456-4584 

JUNEAU OFFICE: 369 SOUTH FRANKLIN. SUITE 701. JUNEAU. ALASKA 99801. PHONE 19071 586-2860

WILLIE LEWIS 
President

JOE J. THOMAS 
Business Menager 
Secretery-Tressurer

R E S U M E

J O E  J. T H O M A S  II

P E R S O N A L  D A T A :

Born: O c t o b e r  17, 1948, F a i r b a n k s ,  A l a s k a

M a r i t a l  Status: M a r r i e d  11 y e ars
W i f e - J u l i e ,  S o n - D a m i o n ,  A g e  7, 
D a u g h t e r - N a t a l i e , A g e  4

P r e s e n t  A d d r e s s :  879 V i d e  Way, F a i r b a n k s ,  A l a s k a  99701

E D U C A T I O N :

L a t h r o p  H i g h  School, F a i r b a n k s ,  A l a s k a  
U n i v e r s i t y  o f  Alaska, F a i r b a n k s ,  A l a s k a  
W e s t  V i r g i n i a  U n i v e r s i t y ,  B.A. - P s y c h o l o g y

W O R K  HISTORY:

1967 - 1974

1 9 7 4  - 1978

1978 - Present

C o n s t r u c t i o n  L a b o r e r
V a r i o u s  F a i r b a n k s  C o n s t r u c t i o n  C o m p a n i e s

B u s i n e s s  A g e n t  a n d  E x e c u t i v e  B o a r d  M e m b e r  
L a b o r e r s  L o c a l  U n i o n  942 
F a i r b a n k s ,  A l a s k a

B u s i n e s s  M a n a g e r / S e c r e t a r y - T r e a s u r e r  
L a b o r e r s  L o c a l  U n i o n  942 
Fa i r b a n k s ,  A l a s k a



J a c k  L. T h o m p s o n  

SRA 1451 P 

550 H igh V i e w  

Anchorage, A l a s k a  99502

SUM M A R Y  OF Q U A L I F I C A T I O N S

Three (3) years Board of Dir e ct o r s  of the Al a s k a  C o n f e r e n c e  of Employers 

(ACE). This is a n o n - p r o f i t  c o r p o r a t i o n  struc tu r e d  solely to study Wor k m a n ' s  

C o m p e ns a t i o n  p r o blems a n d / o r  laws in Alaska.

Three (3) years V i c e - P r e s i d e n t  of the W o r ke r s  C o m p e n s a t i o n  C o m mittee of 

Alaska (WCCA). This is a p o litical a c t i o n  com m i t t e e  (PAC) to effect changes 

in the Work e r s  C o m p e n s a t i o n  laws and/or system:

An o r i gi n a l  and c o n t i n u i n g  m e m b e r  of the ad-b.o^ L a b o r / M a n a g e m e n t  committee 

formed by m e m b e r  c o m p a n i e s  of the W C C A  and a nu m b e r  of labor union leaders to 

work t o g e th e r  to effect needed changes, in the W o r k e r s  C o m p e n s a t i o n  system.

HB 311 si g n e d  by G o v e n o r  S h e f f i e l d  on 7-15-83 was the product of this committee.

K n o w l e d g e a b l e  in l a bo r / management r e l ation and have been a me m b e r  of many 

boards of a r b i t r a t i o n  a n d  g re i v a n c e s  at the request of several Alas k a n  employers.

My past three and o n e /half years of intense involvement in the Workers 

C o m p e n s a t i on  sys te m  and m y  past six years as General M a n a g e r  of A i r  Van Lines, 

Inc., w h i c h  had serious W o r k er s  C o m p e n s a i o n  loss problems, has g i v en  me a 

broad o v e r v i e w  of the system. My involvement w i t h  T e a m s t e r  Local 959 as an 

employer has given me an area of exp e r t i s e  v i s - a - vi s  w o r k e r  safety, safety 

p rograms and la b o r / m a n ag e m e n t  o bj e c t i v e s  in a W o r ke r s  C o m p e n s a t i o n  system.

E DUCATION

1 94 8 - 1 9 5 0 G r a d u a t e d  G o n z a g q  High S c h o o l - S p o k a n c , W a s h i n g t o n

1954 A t t e n d e d  U n i v e r s i t y  0 f C a l i f o r n i a  at S anta Barbara, C a lifornia

1955 A t t e n d e d  G o n z a g a  U n i v e r s i t y - S p o k m c , W a s h i n g t o n

1962 A t t e n d e d  Sophia U n i v e r s i t y - T o k y o , J a p a n

EMPLOYM ENT HISTORY

1977 - Pres e n t Air Van Lines, Inc. - A n c h o r a ge ,  A la s k a

Position: V i c e - P r e s i d e n t  and Gene r a l  Ma n a g e r

Six years d o m i c i le d  in J a pa n  as Far East M a n a g e r  w i t h  a m a j o r  tr a n s p o r ta t i o n  

company.

Six years d o m i c i l e d  in G e r m a n y  as E u r o p e an  Area M a n a g e r  w it h  a major t r a n s­

portation company.



PE R S O N A L  DATA

Birthdate: F e b r u a r y  18, 1933

M a r r i e d  - wife: F uuko Nakajima T h o m p s on  

He a l t h  - Excellent

REFERENCES

Mr. W hi t e y  Greg o ry  - President 

A l a s ka  T ru c k i n g  A s s o c iation

Mr. Frank Chapados - President 

H &  S Fo rwarders 

Fairbanks, Alaska

Mr. D avid Roderick 

Chief Consul 

Al a s k a  R a i l r o a d

Mr. Dick Pittenger - Mana g e r

A l a s k a  A s s o c i a t e d  General Contrac t o r s

2 7 6 -5334

A n c h o r a g e , Alaska

Mr. Ike W a l d r o p  - President

Na t ional Electrical C o n t ra c t o r s  A s s o c i a t i o n

A l a s k a  Chap te r
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QP.CANT ? AT JO>?S AND COMMITTEES 

UJC Board Member

UIC Arctic Slope Tnuniat Feuiidation 
Board member

Barrow Health Board (Member)

Prudhoe Cormrunication (Board Member)

American Sociatv cor Clrcumnolar Health 
(Member)

Alcoholism Proqram (Board ’••ember)

Worth Slone Porouch Assembly Member

Utkeagvik Presbvtorian Church Elder

U tkeacT v .i.k  Presbvtorian Church Beacon

Utkeagvik Prosbvterian Church Trustee

Utkeaqvik Presbvtorian Church Chair Member

Utkeaqvik Presbvtorian Church UPW 
Association officer

Enrol o'/man t

PHS Hosoital Barrow Alaska, as nurse's 
aid

1) Member n f .Advisor1' Committee
2) E.E.O. Counselor while omnloved

Worth Slone Borough

Part-time Tnuniat Lanquaqe Corrmiss.i.on 
Translator and Intemreter

nelona to the Mother's Club

Tka,'uqtit Board Member
tor Fami.lv Presbrvtcrian Church 
counseling and alcohol Program

DATES

1981-1983

1982-1983

1974-1983

1982-1983

1981-1983

1961-1°70'5 

19? -1978 

1978-1982 

1976-1978

14 Years 
Retired

1983-



Lynn E. Hart::

SPA Bo x  1563-B 

A n chorage, A K  00507

AK. KN 

A N P

? 006-5-
aA066-0006

Cali 5. RM SC23-T743

P r o f e s s i o n a l  Re s u m e

I. E d u c a t i o n

1977 - S o n o m a  S t a t e  Univer s it y ,  D e p a r t m e n t  o f  N u r sing, B.S.N. 

P u b l i c  H e a l t h  N u r s i n g  - C e r t i f i c a t e  

F a m i l y  N ur s e  P r a c t i t i o n e r  - C e r t i f i c a t e

1973 - V e n t u r a  J u n i o r  Colle g e ,  D e p a r t m e n t  o f  N ur sing, A.S.

II. W o r k  E x p e r i e n c e

1982 - C o n s u l t a n t ,  UAA - S c h o o l  o f  N u r s i n g

O v e r  a s i x - w e e k  period, I s e r v e d  as a c o - i n v e s t i g a t o r  in research 

on a se x u a l l y  t r a n s m i t t e d  infection.

1978 to P r e s e n t  - Fa m i l y  N u r s e  Pr a c t i t i o n e r ,  M u n i c i p a l i t y  Family P l a n n i n q  

Clinic.

My d u t i e s  include p h y s i c a l  exam, d i a g n o s i s  an d  mana g e m en t  of 

c o m m o n  g y n e c o l o g i c  c o m p l a i n t s,  and p r e s c r i b i n g  birth control 

methods. For two y e a r s  I h a v  b e e n  a c t i n g  as a p r e c e p t o r  for 

W AMI m e d i c a l  and UAA n u r s i n g  s t u d e n t s  o n  r o t a t i o n  through the 

family p l a n n i n g  clinic. O t h e r  a c t i v i t i e s  include: starting a

s i c k l e - c e l l  s c r e e n i n g  p r o g r a m  for the clinic, w r i t i n g  and i n s t i­

tuti n g  an adult h e a l t h  s c r e e n i n g  p r o gr a m ,  w r i t i n g  and updating 

n u r s i n g  protocols, a n d  r e p r e s e n t i n g  the c l i n i c  at the Board of 

N u r s i n g  meetings. _

1 980 - E x e c u t i v e  Director, A l a s k a  N u r s e s  A s s o c i a t i o n  C o n t i n u i n g  E d u c a­

tion, A p p r o v a l  a n d  R e c o g n i t i o n  P r o g r a m

As s t a f f  support for the c o n t i n u i n g  e d u c a t i o n  committee, I p r o­

ce s s e d  e d u c a t i o n a l  p r o g r a m s  and c l a s s e s  for approval, super v is e d  

a n d  u p d a t e d  office o r g a n i z a t i o n ,  and c o o r d i n a t e d  fundraising 

a c t i v i t i e s .

F o l l o w i n g  g raduation, I a s s u m e d  r e s p o n s i b i l i t y  for cont i n u in g  

e d u c a t i o n  for the n u r s i n g  staff. I d e s i g n e d  and i molemented an 

in-patient, o u t - p a t i e n t  d i a b e t i c  t e a c h i n g  p r o g r a m  w hich w a s  the 

first of its kind in tho area. W i t h  the a d m i n i s t r a t i o n ' s  backing, 

I b e g a n  an e m p l o y e e h e a l t h  p r o g r a m  w h i c h  i n c luded c ou n s e l i n g  and 

y e a r l y  s c r e e ni n g  p h y s i c a l  exams.

1974 to 1978 - D i r ec t o r  of In se r v i c e

D i r e ct o r  of E m p l o y e e  Hea l t h 

S t a f f  Nurse - ICU

W a r r a c k  M e d i c a l  Center, S a n t a  Rosa, CA
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1977 - F a m i l y  N urse Pract i t i o n er ,  C o m m o n  H e a l t h  C l u b

O n  a co n t r a c t u r a l  b a s i s  I i^rovided s c r e e n i n g  phy s i c a l s and h e a l t h  

e d u c a t i o n  for members.

1973 to 1974 - S ta f f  Nurse

I ntensive C a r e  Unit

U n i v e rs i t y  o f  C a l i f o r n i a  M e d i c a l  C e n t e r s  

U C L A  - UCSF

1971 to 1973 - Nurses' Aide, V e n t u r a  C o u n t y  H o spital, Vencura, CA.

1969 to 1970 - Nurses' Aide, O x n a r d  C o n v a l e s c e n t  Home, CA.

III. O t h e r  P r o f e s s i o n a l  T r a i n i n g  a n d  E x p e r i e n c e s

1978 to 1932 - C e r t i f i c a t e  of A c h i e v e m e n t  - A l a s k a  CEARP. This r e quires

60 o r  more hours o f  c o n t i n u i n g  e d u c a t i o n  e v e r y  two years.

1982 - Rural N u r s i n g  - I a s s i s t e d  a local nurse p r a c t i t i o n e r  on her

y e a r l y  v isit to an E s k i m o  v i l l a g e,  p r o v i d i n g  w o m e n ' s health care.

1980 - A u t h o r i z a t i o n  to p r a c t i c e  as an A d v a n c e d  N u r s e Practitioner 

thro u g h  the Al a s k a  D i v i s i o n  of O c c u p a t i o n a l  Licensing.

1979 - C e r t i f i c a t i o n  by e x a m i n a t i o n  as a F a m i l y  Nu r s e  P r a c t itioner

t h r o u g h  the A m e r i c a n  N u r s e s  A s s o c i a t i o n .

1977 - C e r t i f i c a t i o n  as a c o n t i n u i n g  e d u c a t i o n  i n s t r u c t o r  by the C a l i f o r­

nia Board  of R e g i s t e r e d  Nurses.

1974 - C o r o n a r y  Car e  C e r t i f i c a t i o n

IV. P r o f e s s i o n a l  I nvolvement

1982 to P r e s e n t  - A d v is o r y  C o m m i t t e e  for the nurse p r a c t i t i o n e r  c o m p o n e n t

of U A A  School of N u r s i n g  M a s t e r ' s  Program.

1978 to P r e s e n t  - C a l i f o r n i a  C o a l i t i o n  o f  N u r s e  Practitioners.

1978 to P r e s e n t  - "PEER" C r o u p  - s t a t e w i d e  a s s o c i a t i o n  of nurse p r a c­

tit ioners  in Alaska.

1976 to P r e s e n t  - A m e r i c a n  Nu r s e s  A s s o c i a t i o n :

A. C o u n c i l  of P r i m a r y  H e al t h  C a r e  N u rs e  P r a ct i t i o n e r s

1978 co P r e s e n t  - Al a s k a  N u r s e s  As s o c i a t i o n :

A. S t a t e  C o n v e n t i o n  C o m m i t t e e  - 1982-3

B. D i s t r i c t  N o m i n a t i o n s  C o m m i t t e e  - 1982-3

C. D i s t r i c t  P r o g r a m  C o m m i t t e e  - 1981-82

D. S t a te  C o n t i n u i n g  E d u c a t i o n  C o m m i t t e e  - 1 97 8-1980
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V. C o m m u n i t y  I n v o l v e m e n t

1978 to 1982 - M e m b e r  KAKM, p u b l i c  TV.

1982 - M e m b e r  KSKA, p u b l i c  radio.

1982 - Membe r ,  U n i t a r i a n  U n i v e r s a l i s t  F e l lo w s h i p .

VI. P e r s o n a l

Born M a r c h  5, 1952 

A l a s k a  r e s i d e n t  s ine; 1978 

M a r r i e d  8 y e a r s  

O n e  3 - y e a r - o l d  son



Joy H o l l o m a n  D on e l s o n

903 R. Street

A n chorage, A l a s k a

H o m e  2 7 7 -5018 

B u s i n e s s  5 6 1 - 1 9 6 A

B O R N -  Slaton, L u b b o c k  County, T exas N o v e m b e r  28, 1920

Wi d o w -  R alph W. Donelson; Three d a u g h t e r s -  C y n t h i a ,  Cece l i a and E l izabeth

ED U C A T I O N -  U.S. Pharmacy; U n i v e r s i t y  of N e w  Mexico, 1951

R E S I D EN T -  State of A l a s k a  Since N o v e m b e r  1962

B U S I N E S S  A F F I L I A T I O N -  P r e s i d e n t  and P r i n c i p a l  S t o c k h o l d e r  A la s k a  M e d i c al

C e n t e r  P h a r m a c i e s  Inc. M e d i c a l  A rts P h a r m a c y  and P r o f e s s i o n a l  

C e n t e r  P h a r m a c y

P R O F E S S I O N A L  O R G A N I Z A T I O N S -

A m e r i c a n  P a r m a c e u t i c a l  A s s o c i a t i o n -  D e l e g a t e to N a t i o n a l  m e e t i n g s  15 years; 

C h a i r  of P r o f e s s i o n a l  Rela t i o n s , Pu b l i c  Re lations, and H o u s e  A s s e s s m e n t  

C o m m i t t e e

N a t i o n a l  A s s o c i a t i o n  of Retail D r u g g is t s -  D e l e g a t e  to N a t i o n a l  M e e t i n g  15 years; 

m e m b e r  seve r a l  c o mm i t t e e s

A m e r i c a n  C o l l e g e  A p o t h e c a r i e s -  Alaska Dire .tor

A l a s k a  P h a r m a c e u r i c n l  A s s o c i a t i o n -  M e m b e r  f o u n d i n g  B oard of Directors;

P n 3 t  P r e s i d e n t  19?'-

P r o f c s s i o n a l  R e c o g n i t i o n -  Rec i p i en t  Bow l  of Hygeio, A l a s k a  P h a r m c i e s  

h i g h e s t  h o n o r

B U S I N E S S  O R G A N I Z A T I O N S -

A n c h o r a g e  C h a m b e r  of C o m m e r c e  20 years

C h a m b e r  of C o m m e r c e  Retail D i v i s i o n  ^

A m e r i c a n  S o c i e t y  of W o m e n  B u s i n e s s  Ow n e r s

SE R V I C E  O R G A N I Z A T I O N S -

S o r o p t i m i s t I n t e r n a t i o n a l  of Coo'-. I n l e t -  P a s t  P r e s i d e n t  1978 and C h a i r  

of e ach C o m m i t t e e  du r i n g  the vast 15 years

M e m b e r  Ad isory B oard S a l - a t i o n  . Ar m y

M e m b e r  A d v i s o r y  B oa r d  B o o t h  M e m o r i a l  Home

P O L I T I C A L  A F F I L I A T I O N -  R e p u b l i c a n

» ' :

. i •:
. .Ytv*

' j -  I 'Vt* ' 90 * ;
. A • v

- i • •v ‘

......... if.;

P O L I T I C A L  O R G A N I Z A T I O N S -  A l as k a  P ol i t i c a l  Ca u cu s

H.O.W.

*. •' ' I n . ,

s t M  'r< ■ " ^



RESUME

C h r i s t y  C. W o o l s c h l a g e r  ( N i e l s e n ) B i r t h  d a t e ;  1 0 / 2 3 / 5 5  
B i r t h  p l a c e :  W a l t h am ,  Mass

A d d r e s s :  SR BOX 2 0 1 2 4 -A
F a i r b a n k s ,  A l a s k a  9 9 7 01

EDUCATION: Omak H igh  S c h o o l
Omak, W a s h i n g t o n  9 8 8 4 1  
G r a d u a t e d :  June  1 9 7 3

W a s h i n g t o n  S t a t e  U n i v e r s i t y  
P u l lm a n ,  W a s h i n g t o n  9 9 1 6 3  
G r a d u a t e d :  June  1979 
D e g r e e :  B a c h e l o r  o f  P ha rm ac y

QUALIF ICATIONS :
B o a r d  c e r t i f i e d  t o  p r a c t i c e  p h a rm ac y  by  th e  s t a t e  o t  W a s h i n g t o n  
A ugu s t  1 9 7 9 .  W a s h i n g t o n  S c a t e  L i c e n s e  #PL 1 0 8 0 4
B o a r d  c e r t i f i e d  t o  p r a c t i c e  pha rm ac y  by  th e  s t a t e  o f  A l a s k a  F e b r u a r y  
1 9 8 0 .  A l a s k a  S t a t e  L i c e n s e  N AA 0 6 4 8
EXPERIENCE AND TRA IN ING :
1 .  F a i r b a n k s  M em o r i a l  H o s p i t a l  D a t e s :  6 / 8 0  t o  p r e s e n t

1 6 5 0  C ow le s  S t r e e t
F a i r b a n k s ,  A l a s k a  9 9 7 0 1  T i t l e :  S t a f f  P h a r m a c i s t

E d u c a t i o n a l  C o o r d i n a t o r
2 .  F o o d l a n d  Pha rm acy  

L a c e y  and G a f f n e y  
F a i r b a n k s ,  A l a s k a  9 9 7 0 1

D a t e s :  5 / 8 0 - 6 / 8 0
T i t l e :  R e t a i l  P h a r m a c i s t

3 .  T e a m s t e r  Pha rm acy  
O ld  R i c h  Hwy.
F a i r b a n k s ,  A l a s k a  9 9 7 01

D a t e s ;  3 / 8 0 - 5 / 0 0
T i t l e :  R e t a i l  P h a r m a c i s t  
Re 1 i e f  Work on 1y .

4 .  F r e d  Meve r  Pha rm ac y  
Co l  1eo Road 
F a i r b a n k s ,  A l a s k a  9 9 7 0 1

D a t e s :  2 / 8 0 - 4 / 3 0
T i t l e :  R e t a i l  P h a r m a c i s t  
P a r t - t i m e / r e  1 i e f  wo rk  o n l y

5 .  A l a s k a  N a t i v e  H e a l t h  S e r v i c e  
A l a s k a  N a t i v e  M e d i c a l  C e n t e r  
A n c h o r a g e ,  A l a s k a  9 9 5 0 1 T i t l e :  P h a r m a c i s t ,  V o l u n t e e r

D a t e s :  1 / 4 / 8 0 - 2 / 1 / 8 0



PHS Hosp i  t a l
K o t z e b u e ,  A la s k a .  9 9 7 5 2 T i  t i e :  Pha rmac  i s t  

Re l i e f  du t y
7 .  A l a s k a  N a t i v e  H e a l t h  S e r v i c e  

PHS Hosp i t a l
M t .  E dgecvm be , A l a s k a  9 9 8 3 5 T i t l e :  P h a rm ac i  sc 

V o l u n t e e r ,  i n t e r n

D iu te s :  7 / 5 / 7 9 - 9 / 2 3 / 7 9

8 .  A l a s k a  N a t i v e  Hea l th S e r v i c e  
PHS H o s p i t a l  
K o t z e b u e ,  A l a s k a  9 9 7 5 2

D a t e s :  2 / 6 / 7 9 - 4 / 1 2 / 7 9
T i t l e :  P h a rm ac y  I n t e r n

ORGANIZATIONS:
1 .  AMERICAN SOCIETY OF HOSPITAL PHARMACY
2 .  AMERICAN PHARMACEUTICAL ASSOCIATION
3 .  ALASKA STATE PHARMACEUTICAL ASSOCIATION
4 .  FAIRBANKS PHARMACEUTICAL ASSOCIATION, SECRETARY-TREASURER
5 .  TOP OF THE WORLD JAYCEETTES
6 .  PHARMACY-NURSING COMMITTEE
7 .  STATE CONTINUING EDUCATION ADVISORY BOARD-1933  
ADDITIONAL INFORMATION:
1 .  I n s e r v i c e  p r o v i d e r  t o r  / u r s i n g  and  pha rm ac y  s t a t t
2 .  Hea l th Fa i  r  : 1 9 3 2 ,  1 9S'3
3 .  P u b l i c  s p e a k i n g  and m ed i a  a p p e a r a n c e s  on d r u g  r e l a t e d  a r e a s  o t  

P o i s o n  P r e v e n t i o n , ,  D ru g s  and vhe E l d e r l y ,  and D ru g  and A l c o h o l  
Abuse

4 .  A l r o h o l  A w a r e n e s s  I n c .  1 9 3 1 ,  1 9 8 3
5 .  E d i t  m o n t h l y  p ha rm acy  n e w s l e t t e r  t o r  h o s p i t a l .



W i l l i a m  P. L a r s o n ,  R P h  

1 3 4 0 0  B a y w i n d  D r i v e  

S R A  B o x  5 6 2
A n c h o r a g e ,  A l a s k a  9 9 5 1 6  

( 9 0 7 ) 3 4 5 - 7 6 0 6

D a t e  o f  B i r t h  - J u l y  27, 1 9 4 9 ,  R i v e r d a l e ,  N o r t h  D a k o t a  
M a r i t a l  S t a t u s  - M a r r i e d ,  t w o  c h i l d r e n

E D U C A T I O N  1 9 6 7  - G r a d u a t e  o f  O s s e o  S r .  H i g h  S c h o o l ,  O s s e o ,  M i n n e s o t a  

1 9 7 2  - B . S .  P h a r m a c y ,  U n i v e r s i t y  o f  M i n n e s o t a

W O R K  E X P E R I E N C E

M a y  1 9 8 4  t o  

P r e s e n t

J u l y  1 9 7 6  to 

M a y  1 9 8 4

J a n u a r y  1 9 7 4  t o  
J u l y  1 9 7 6

S e p t e m b e r  1 9 7 3  to 

D e c e m b e r  1 9 7 3

S e p t e m b e r  1 9 7 2  to 
S e p t e m b e r  1 9 7 3

D i r e c t o r  o f  P h a r m a c y ,  C a r r s  Q u a l i t y  C e n t e r s  

1 3 4 1  F a i r b a n k s  S t r e e t ,  A n c h o r a g e ,  A l a s k a  
( 9 0 7 ) 2 7 7 - 6 6 3 9

H e a d  P h a r m a c i s t ,  C a r r s  P a y l e s s ,  A u r o r a  V i l l a g e  

1 7 4 0  W e s t  N o r t h e r n  L i g h t s ,  A n c h o r a g e ,  A l a s k a  

( 9 0 7 ) 2 7 6 - 3 9 2 1

S t a f f  P h a r m a c i s t ,  C a r r s  P a y l e s s  

A n c h o r a g e ,  A l a s k a

S t a f f  P h a r m a c i s t ,  W a l g r e e n s  D r u g  

S t .  C l o u d ,  M i n n e s o t a

I n t e r n s h i p ,  S n y d e r  R e x a l l  D r u g  
M i n n e a p o l i s ,  M i n n e s o t a

M e m b e r  o f  A l a s k a  P h a r m a c e u t i c a l  A s s o c i a t i o n



O FFICE OF THE GOVERNOR 
Poucli A Juneau, AlasLa 99811

80ARD S AND COMMISc ,ONS RESUME

STATE OF ALASKA

INSTRUCTIONS
A separate application is required for each position for which you apply. Complete and specific answers 
will aid in rapid and accurate processing of your resumS. The initial determination of whether you 
qualify for the position specified will be based on this application.
Please type or print legibly in ink. Forward to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

jPosi non tor which I am applying:

Please list any other Board or Commission on which you sivve:

V / V i l  ^ ~ V uuol K - ± ______

H r o v i o u s  N j m t ?  . i W J i t e e i  u n d e r

rvA______
Mailing Address

C ity . Slant and Zip Code

 /Vk.___ 3 . 1 1  H

Resilience Address

 T t s c ^ e f L _ A u e ^ _

Home Telephone Business or Message Telephone

REPO RT ADDRESS AND TELEPHO NE CHANCES PROMPTLY
AS 39 03.100 requires that a person appointed (o a board or commission be a registered voter belcrc the last general election. 

Are you a registered voter/ [fi^VCS Q] NO *-

Voter Registration Number (Optional) Social Security Number (Optional)

M l T 1 8 . i3 6 _
Have you ever been convicted nl a misdemeanor w ithin the past five years or a (elony w ithin the past ten years/ L j Y E S  0 *N O  

II " Y E S " , explain the citcumstaitr.es on a separata sheet of paper and attach it to this application. A  conviction is not necessarily grounds for 

disqualification. Tito number it* con»icttons. nature, recency ar.d rila ticn ilu p  to thu uoarti position applied tar w ill be evaluated anil a determination 

will be made after a review of all relevant facts.

A policy in the Governor s Office pertaining to boards and commissions is that a member attend at least 75% of the meetings. Are there any circumstances 

in either your p'ofessional or personal life which would prevent you from participating at the required authorised meetings/ O  Y E S  E J 'N O

If " Y E S " , explain on a separate sheet of paper and attach to this application.

This (jution may rut.uire lha l the member travel to either urban ir rural (or bolh) areas. Are there any circumstances which would prevent you from 

participating/ No ,

C O N FLIC TS  OF IN T E R E S T ; Certain Boards and Commissions require lull disclosure bl personal financial data under AS 39.50 010 If required for ino 

Board or Commission lor which you are applying, are you w illing to do sor' 0 Y E S  O  NO

Could you or any member of your family bo affected financially bo decisions 10 be made by tho Board or Commission tor which you havo applied/

□  Y E S  0 " dO If " Y E S " , explain.

T h e  O f f i c e  o f  t h o  G o v e r n o r  wi l l  n o t  d i s c r i m i n a t e  a g a i n s t  a n  a p p l i c a n t  f o i  a B o a r d  o :  C o m m i s s i o n  b a s e d  o n  S e x ,  A g e ,  N a t i o n a l  O r i g i n ,  Ma r i t a l  S t a t u s ,  
P r e g n a n c y ,  H a n d i c a p ,  f c l i g i o n  o r  P a r e n t h o o d .

01 012(2/31)



T R A IN IN G  & E X P E R I E N C E :  ( I f  r i i u m i  a t tached , it is not necessary to comp le te  items A-D)

A. L ist any professional licenses, certifications, or registrations and dates obtained that may be used as qualifying criteria:

L i c e n s e d  i n  t h e  S t a t e  o f  W a s h i n g t o n  

L i c e n s e d  i n  t h e  S t a t e  o f  A l a s k a

3. L ist both fo rma l and in forma l educat ion  and training exper iences :  (Use addit ional paper if necessary)

D e n t a l  C o n t i n u i n g  E d u c a t i o n  i n  t h e  A r e a s  o f :  

P e r i o d o n t a l  D i a g n o s i s  &  T r e a t m e n t  

D e n t a l  M a t e r i a l s  

R e s t o r a t i v e  D e n t i s t r y  
T M J  6r E q u i l i b r a t i o n  t r e a t m e n t  

H y p n o s i s  t r a i n i n g  

C P R  T r a i n i n g  

K e n e s i o l o g y  S e m i n a r

C. List any community service positions, municipal government positions, state positions held, and list any awards received. These include both compensate 
ant) uncompensated positions (lor example, president of a service organization or ,1 m ayor). Also include lengtn of time served in me positions.

E S T  S t a n d a r d  T r a i n i n g  G u e s t  S e m i n a r  L e a d e r  

R o a d  S e r v i c e  A r e a  S u p e r v i s o r

P a s t  P r e s i d e n t  o f  K e n a i - K o d i a k  D e n t a l  S o c i e t y  

P a s t  M e m b e r  o f  t h e  A l a s k a  D e n t a l  S o c i e t y  E x e c u t i v e  C o u n c i l  

G a v e  F r e e  D e n t a l  C l i n i c  a t  t h e  K e n a i  W e l l n e s s  F a i r  

A  p a s t  m e m b e r  o f  t h e  S c h o o l  N u t r i t i o n a l  A d v i s o r y  C o m m i t t e e  

D o n a t e s  t i m e  f o r  E l e m e n t a r y  D e n t a l  E d u c a t i o n  e a c h  y e a r

0 .  Em p lo ym en t  work h is tory : pa id ,  unpa id  or vo lun tary : (U ic  add it iona l paper if necossary)

A c t i v e  D u t y  in t h e  U S  A r m y ;  A u g u s t  1 9 7 2 - A u g u s t  1 9 7 5

R a n k :  C a p t a i n  - M a j o r

S e l f - E m p l o y e d  G e n e r a l  D e n t i s t  1 9 7 5 - P r e s e n t

Thu Offico ol the Governor and the btate of Alaska have an Affirm ative Action Equal Employment Opportunity Program. To assist is  the proqram, you 
.in? osked to voluntarily answer the following questions to provide me information necessary for reporting purposes. Under State and Federal law, the 
information you provide w ill not be used to illegally discriminate against you.

S E X  

ST"Main
Q  Fi«m.iln

f lT H N lC  B A C K G R O U N D  
B w h it o  □  Qlack O  H isp.irue Q  A la ska  Nati- □  As ian  or Pac if ic  Is lander (ZD Am er ican  Indian

Datu o l  Birth

17^  ‘SPsf-i
Mili tary  Serv ice  l it  applicaPIo , give dates)

f\u.c^r)7 u — PWoy1" ! ^  LA.S. oicA'iuc cLA'y

C E R T I F I C A T I O N :  I swear ( h a t  t h e  i n f o r m a t i o n  I h a v e  e n t e r e d  o n  th i s  f o r m  is tr u e  t o  t h e  be s t  of  m y  k n o w l e d g e .  I u n d e r s t a n d  that  if I d e l i b e r a t e l y  
c o n c e a l  or  ent er  fal se i n f o r m a t i o n  o n  t h e  l o r m  m y  a p p l i c a t i o n  m a y  b e  r e a c t e d ,  I m a y  h e  r e m o v e d  f r o m  t h e  l ist o f  e l i g ' b l e  c a n d i d a t e s  or  I m a y  b e  
r e m o v e d  f r o m  t h e  p o s i t i o n .  I agree  t h at  t h e  O f f i c e  o f  t h e  G o v e r n o r  m a y  c o n t a c t  p r e s e n t  o r  f o r m e r  e m p l o y e r s  or  o t h e r  p e r s o n s  w h o  k n o w  m o  to 
o b t a i n  a d d i t i o n a l  i n f o r m a t i o n  a b o u t  m y  s ki l l s  a n d  a b i l i t i e s .  I u n d e r s t a n d  t h at  t h e  i n f o r m a t i o n  o n  t h i s  a p p l i c a t i o n  is p u b l i c  i n f o r m a t i o n  a n d  m a y  
b e  re l eas ed  t h r o u g h  a l ega l  r e q u e s t  f o r  s u c h  i n f o r m a t i o n .

S i g n a t u r o  In Ink

0 1 - 0 1 2 ( 1 / 0 1 )  Back

Date



Dr. Jerry ?. Zenlicka 

9191 Lee Smith Drive 
Juneau, Alaska 59301

P ersonal History

Age 39

Birthdate 6 / 1 3 / ^ ,  8an Prancisco, California 

Married 19 years to Karen Zenlicka

2 children - Darcy age 17» wil l  attend University of Colorado in fall 1933 

3ric age 12, will attend 7th grade in fall 1933.

Resident of Juneau, Alaska for 13 years.

Educational History

High School - Grants Pass, Oregon - graduated 1902 

College - University of Oregon - graduated 1966-6?

Dental School - University of Oregon Dental School - graduated 1570 

Professionax History

State Board License - Alaska - 1970 - current, active

Oregon - 1970 - current, inactive 

Practiced in Juneau 13 years.

Member American Dental Association since 1970 

Member of Alaska Dental Society since 1970

Reorganised Juneau Dental Society and chaired group from 1979-1978 

Organised Southeast Alaska Study Group with Dr. McXrill. This organization 

promotes post graduate education in Southeast Alaska.

Social v. Relhrlous History

Active in Glacier Valley Rotary in the 70's, past president

Organized and worked 5 years on thu Eaglecrost Advisory Committee which

was responsible for formation of ISagleerest Board of Directors.

Served as Trustee and presently an Elder at Presbyterian Church - Chapel

by the Lake, Auke Bay, Alaska.

Resumes



C e r t i f i e d  P u b l i c  Ac c o u n t a n t :  A l a s k a  cert. # 299

C a l i f o r n i a  # 19000

Backgound: 14 y e a r s  in a c c o u n t i n g

Partner, Thomas, Mead, s Gr e i s e n  CPA's 

A nc ho ra ge , Al as k a  

Th r u  1980

V i c e - p r e s i d e n t  Finance, S & G C o n s t r uct io n,  Inc. 

Anchor ag e,  Ala sk a 

1930 to 1982

Partner, B us h n e l l  a n d  M c M a h o n  CPA's 

W as illa, Ala sk a 

1982 to p r e s e n t

Member, A l a s k a  So c i e t y  of C PA's

A m e r i c a n  Ins ti tu te of C PA's

A l a s k a  So c i e t y  of C P A ' s  e l e c t e d  positions,

President, Secretary, Treasurer, G D i r e c t o r  

A m e r i c a n  I n s ti tu te  o f  CPA 's  e l e c t e d  p ositions,

El e c t e d  re p r e s e n t a t i v e  to C o u n c i l  of the A I C P A  

1932 to 1985

3 y e a r s  in industry 

11 y e a r s  in pu bl ic  a c c o u n t i n g

E m p l o y m e n t  history:

P r o f e s s i o n a l  a ctivities:

O t h e r  activit ies :

P er sonal h i s t o r y

member, U A A  Bu si n e s s  A d v i s o r y  C o u nc il 

1981 to 1984 

member, W a s i l l a  C h a m b e r  of  C o m m e r c e

Born  in Anchor ag e,  A l a s k a  1946 

College; Univ. of Alaska, F a i r b a n k s  

Univ. of Georgia, A th e n s



MICHAEL T. COOK, CPA

Mr. Cook was born in Fairbanks, Alaska in 1938 and attended Fairbanks elementary 
and secondary schools. He attended Lehigh University in Bethlemen, Pennsylvania 
and graduated with honors in accounting. While at Lehigh University, he was 
president of his social fraternity and was elected as a member and president of 
Beta Alpha Psi, the accounting honorary, and a member of Beta Gamma Sigma, the 
business honorary.

In conjunction with receiving his degree from Lehigh University, Mr. Cook was 
commissioned an officer in the U. S. Air Force. He served as a medical admin­
istrator at Paine AFB, Washington and in Pakistan until August, 1965, and 
attained the rank of captain.

He began his professional career in 1960 with Price Waterhouse & Co. prior to 
his service in the U. S. Air Force. In September, 1965, he returned to Fairbanks 
to resume his accounting career with the predecessor firm of Main Hurdman & 
Cranstoun, and was made a partner in that firm in 1968. He became partner in 
Main Hurdman & Cranstoun in 1969 and is in charge of the Fairbanks office's 
audit practice.

He served six years as a member of the Board of Directors of the Alaska Society 
of Certified Public Accountants, is a past president and has been chairman of 
the Society's Legislative Committee. He was General Chairman of the 1977 
Pacific Northwest Conference of Certified Public Accountants held in Fairbanks.
He has been a member of the Council of the American Institute of Certified 
Public Accountants.

Among other activities, he is a past president of the Greater Fairbanks Chamber 
of Commerce, the president-elect of the Executive Committee of the Midnight Sun 
Boy Scout Council, is in the Rotary Club of Faibanks, is a member of the Board 
of Directors cf Alaska Crippled Children & Adults, a past president of the 
Fairbanks Estate Planning Council, is currently the president of the Midnight 
Sun Chapter of the Air Force Association and is in the Pioneers of Alaska. He 
has taught accounting courses for the University of Alaska. He and his wife, 
Sharon, and their children, Lance, Amy and Sarah, live in Fairbanks, where they 
are members of Fairbanks Lutheran Church.
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O FFIC E OF THE GOVERNOR 
Pouch A Juneau, Alaska 99811

STATE OF ALASKA

BOARDS AMD COMMISSIONS RESUM E

INSTRUCTIONS
A separate application is required for each position for which you apply. Complete and specific answers 
will aid in rapid and accurate processing of your fesumS. The initial determination of whether you 
qualify fo r the position specified will be based on this application.
Please type or print legibly in ink. Forwaui to the above address. Be sure your answers are true. A 
willfully false answer may result in your disqualification or removal from office if you are appointed.

Position (or which I am applying.

Alaska State Board of Public Accountancy
Pfease list ar.y other Board or Commission on which you si’ rvc:

Name

Edward Bovee Mecham

Previous Name appliei! under

Mailing Address Residence Address

P.O. Box 5975 Fire //221D Roosevelt Drive

City, State and 2ip Code

Ketchikan, Alaska 99901
Homo Telephone Business or Message Telephone

(907) 225-9306 (907) 225-9688

REPO RT ADDRESS AND TELEPHONE CHANGES PROMPTLY
AS 39.05.100 requires that a person appointed to a hoard or commission hu a rogistorod voter before the last general election: 

Are you a registered voter? [JJ Y E S  Q  NO

Voter Registration Number (Optional)

02915122

Social Security  Number (Optional)

527 74 1312
Have you ever boun convicted of a misdemeanor within the past live years or a lelony w ithin tho (just ten years? L J  Y E S  K ) NO

l( " Y E S " , explain the circumstances on a separate shoot ol paper and attach it to this application. A conviction is not nucessarily grounds lor 

disqualification, fho number of convictions, nature, recency and relationship to the hoard position applied (or will ho evaluated and a determination 

will ho made alter a review ol .ill relevant tacts.

A policy in tho Governor's O llicu pertaining to hoards and commissions is that a member attand at least 75% ot tho meetings. Are there any circumstances 

in either your professional or personal It to which would prevent you from participating nt tho required authorized meetings? LJ Y E S  K ) NO

II " Y E S " , explain on a separate sheet ol paper and attach to this application.

Tins [nsition may require tliut the member travel 10 milter urban or rural (or both) areas. Are there any circumstances which would prevent you (rom 

participating?

Mo

C O N FLIC TS  OF IN T E R E S T : Curtain Hoards and Commissions require full disclosure ol personal financial data under AS 39.50 010 II required lor the 

Hoard or Commission for which you aro applying, are you willing to do so? LA yES  LJ NO

Could you or any member ot your family ho allotted financially ho decisions to he made by the Board or Commission tor which you have applied?

□  Y E S  K ) NO II " Y E S " ,  explain.

T h o  O f f i c e  of  the G o v e r n o r  wi l l  n o t  d i s c r i m i n a t e  aga i n s t  a n  a p p l i c a n t  for  a B o a r d  or C o m m i s s i o n  I tased o n  S e x ,  A g e ,  N a t i o n a l  O r i g i n ,  Mar i t a l  St at u s ,  
P r e g n a n c y ,  H a n d i c a p ,  i b l i g i o n  o r  P a r e n t h o o d .

01 -012(2/01)



B. L i s t  b o t h  f o r m a l  a n d  i n f o r m a l  e d u c a t i o n  a n d  t r a in in g  o x p e n e n c o s :  ( U s e  a d d i t i o n a l  p a p e r  i f  n e c e s s a r y )
Glendale Union High School, Glendale, Arizona - graduated May, 1965 
Phoenix College, Phoenix, Arizona - attended 3 semesters, general education with 

business emphasis 

Brigham Young University, Provo, Utah - BS degree in accounting
Subsequent training has been on the job and subsequent education has been through 

AICPA prepared continuing education courses

C. List any community service positions, municipal government positions, state positions held, and list any awards received. These include tioth compensated 
and uncompensated positions (tor example, president of a service organization or a m ayor). Also include length of time served in the positions.

Treasurer, Sitka Rotary Club - 2 years.

Treasurer, Sitka Chamber of Commerce - 2 years.

Board Member of South Tongass Volunteer Fire Department March 1981 to February 1983.

The department went under a Borough Service District in October, 1982.

Board Member, Ketchikan Rotary Club - 2 years - Director of Student Foreign Exchange 

Program.

D .  E m p l o y m e n t  w o r k  h i s t o r y :  p a i d ,  u n p a i d  o r  v o l u n t a r y : (U s e  i i d d i t i o n . i l  p a p n r  if n n co s s a ry )
Double Tree Inns, Inc. - Home office accountant - Jan. 1972 to mid-1973 

Mecham Pontiac, Inc. - Office Manager - mid-1973 to Dec. 1974 

Peat Marwick Mitchell & Co. - Staff Accountant - Dec. 1974 to June 1976 

Gregor Hogan McCracken Early & Co - Supervisor & then Office Manager - Sept. 1976 to 

June 1979
Hogan, Mecham, Palmer & Co. - Partner - June 1979 to June 1982 
Hogan, Mecham, Richardson & Co. - Partner - June 1982 to present

The Office of the Governor end (ho Shite of Alaska have an Affirmative Action Equul Em ploym ent Opportunity Program. To assist in the program, you 
are asked to voluntarily answer tho following questions to provide tho information necessary for reporting purposus. Under State and Federal law, the 
information you provide w ill not be used to illegally discriminate against you.

S E X  
( j j j  M a l a  
fTl Fe in n lo

E T H N I C  O A C K C . R O U N D  
(Td W h i t e  CD B l a c k  CD H i s p a n i c  CD A l a s k a  N a t i v e  ED As ian  o r  P a c i f i c  I s l an d e r □ A m e r i c a n  I n d i a n

D a t a  o f  B i r t h

Sent. 15. 1947

M i l i t a r y  S e r v i c e  ( I f  o p p l l c o h l o ,  g iv e  d a t e s )

C E R T I F I C A T I O N :  I s we a r  t h at  t h e  i n f o r m a t i o n  I h a v e  e n t e r e d  o n  th i s  f o r m  is true to  t h e  b e s t  o f  m y  k n o w l e d g e .  I u n d e r s t a n d  that  if I d e l i b e r a t e l y  
c o n c e a l  or enter false i n f o r m a t i o n  o n  t h e  f o r m  m y  a p p l i c a t i o n  m a y  h o  re j ected ,  I m a y  h e  r e m o v e d  f r o m  t h o  l ist o f  e l i g i b l e  c a n d i d a t e s  o r  I m a y  b e  
r e m o v e d  f r o m  the  p o s i t i o n .  I a g r e e  that  t h o  O f f i c e  o f  t h e  G o v e r n o r  m a y  c o n t a c t  p resent  o r  f o r m e r  e m p l o y e r s  or  o t h e r  p e r s o n s  w h o  k n o w  m e  to 
o b t a i n  a d d i t i o n a l  i n f o r m a t i o n  a b o u t  m y  ski l l s  a n d  a b i l i t i e s .  I u n d e r s t a n d  that  t h e  i n f o r m a t i o n  o n  t h i s  a p p l i c a t i o n  is p u b l i c  i n f o r m a t i o n  a n d  m a y  
b e  rel eased t h r o u g h  a l eg a l  r e q u e s t  f o r  s u c h  i n f o r m a t i o n .

S i g n a t u r e  In Ink Data

01  - O l 2 { 1 / 8 1 )  B a c k



MARIANNE K .  BURKE  
7241 Fox r idge  C i rc le  

Ancho rage ,  Alaska 99502

CERT IF IED  PUBL IC  ACCOUNTANT
State o f  Alaska since 1978

EDUCATION
Georgia Ins t i tu te  o f  Techno logy 
At lanta,  Georgia 
Major : Civi l  Engineer ing
Completed two yea rs
Anchorage Community College 
Anchorage ,  Alaska
Completed f o u r  semesters psycho logy
Port land State Un ive rs i ty  
Eugene, Oregon 
Completed one y e a r  phi losophy 
Completed two semesters p sycho logy
Un ive rs i ty  of  A laska ,  Anchorage 
Major: Account ing
Degree :  Bache lo r  o f  Business Admin ist rat ion

Accounting ,  awarded May 7, 1976

AFF IL IAT IONS
American Ins t i tu te  o f  Cert i f ied Public Accountants 
Alaska Society o f  Cer t i f ied  Public Accountants 
American Women’ s Society o f  Ce r t i f ied  Public Accountants 
Municipal Finance O f f ice rs  Association 
Hospital Financial Management Association

ACADEMIC AWARDS
Academic Excel lence Scho la rsh ip  Fall 1974

Sp r ing  1975
Tuit ion Waiver (Awarded by fa cu l t y ,  Fall 1975

Divis ion of Business Administ ration Sp r ing  1976
f o r  ou ts tanding scholastic achievement)



EMPLOYMENT

Price Waterhouse Audit  Manager
Anchorage ,  Alaska 

Laventhol & Horvvath Audit  Supe rv i s o r
Anchorage ,  Alaska 

A r th u r  Young Tax S ta f f
Anchorage ,  Alaska 

Manpower Development In s t ru c to r
and T ra in ing  ( t h r u  
Anchorage Community 
Co l lege ) Anchorage ,
Alaska

State o f  A laska ,  Dept .  Highway Engineer ing
o f  Highways,  Juneau Ass istant II
and Anchorage,  Alaska

RESPONS IB IL IT IES  IN PUBL IC  ACCOUNTING
All levels o f  f ie ld  work inc luding review o f  interna l cont ro ls  
Planning and superv is ion  o f  personne l
Preparat ion o f  f inancial statements,  management le tters  and special 
repo r t s  and review o f  same
Final review and opinion o f  conduct o f  engagements f o r  pa r tne rs
Compliance w o rk  and accounting, audit ing research and tax 
research
Consul t ing
National Cont inuing Education ( in s t r u c t o r )
In -house  t ra in ing  sessions ( i n s t ru c t o r )
Practice Deve lopment,  rec ru i t ing ,  pe rsonne l  evaluation and ca ree r  
p lanning .
P r imary cl ient contact.

1982 to p resen t  
1976 - 1982 
1976 
1966

1960 - 1965



TYPES OF CLIENTS

Hospitals
Welfare Benef it  Plans 
Admin is t ra t ive Serv ices 
Pharmacy
Real Estate Management/ 

Deve lopment 
School D is t r ic t  
Cities
Wholesale Novelties 
P ro f i t -S h a r in g  T ru s t s  
Personal Financial Planning 
State o f  Alaska 
Investment Corpo ra t ions  
Const ruct ion

Hotels
Pension Plans 
T ra in ing  Benef it  Plans 
Dental Clinics
A ir  T ranspo r ta t ion  Compani 
Regional Native Co rp .  
V i l lage Native Co rps .
I nsurance
G ran t  Administ ration O rg .
Consu l t ing - IHS
Law Firms & Legal Serv ices
Gold Mining
Engineer ing Firms
Fisher ies

PERSONAL DATA
Res ident o f  State o f  Alaska since 1960



C U R R I C U L U M  V I T A E  
J u n e  1931

NAME: S t e p h e n  A r t h u r  M e r s c h

D A T E  0 ?  BIRTH: J u n e  26, 1952

P L A C E  O F  BIRTH: S l e e p y  Eye, M i n n e s o t a  

M A R I T A L  S T A T U S :  M a r r i e d

Wife: P a m e l a  R u t h
D a t e  o f  Birth: M a y  1?, 1952
C h i l d r e n :  N o n e

S E L E C T I V E  S E R V I C E  C L A S S I F I C A T I O N :  1-H

S O C I A L  S E C U R I T Y  N U M B E R :  1*73-52-6203

U N I V E R S I T I E S  A T T E N D E D :

I o w a  S t a t e  U n i v e r s i t y  
Ames, I o w a
S e p t e m b e r  1 9 7 0 - M a y  1972

U n i v e r s i t y  o f  M i n n e s o t a  
C o l l e g e  of V e t e r i n a r y  M e d i c i n e  
St. Paul, M i n n e s o t a  
S e p t e m b e r  1 9 7 2 - -'’.in e 1976

D E G R E E S :

B a c h e l o r  o f  S c i e n c e s  w i t h  d i s t i n c t i o n  - 197A _
U n i v e r s i t y  o f  M i n n e s o t a  
M a j o r  - V e t e r i n a r y  S c i e n c e s

D o c t o r  o f  V e t e r i n a r y  M e d i c i n e  - 1976 
U n i v e r s i t y  o f  M i n n e s o t a

P R O F E S S I O N A L  T R A I N I M G : 

E X T E R N S H I P

Type: S m a l l  A n i mal; E q u i n e
P e t e r s o n  V e t e r i n a r y  C e n t e r  
G r e a t  Falls, M o n t a n a  
J a n u a r y  1976

O T H E R  E X P E R I E N C E S

T y pe: M i x e d  p r a c t i c e
M e r s c h  V e t e r i n a r y  C l i n i c  
F a i r f a x ,  M i n n e s o t a



T y pe: R e s e a r c h  V e t e r i n a r y  M e d i c i n e
I n h a l a t i o n  T o x i c o l o g y  R e s e a r c h  I n s t i t u t e  
L o v e l a c e  F o u n d a t i o n
A l b u q u e r q u e ,  N e w  M e x i c o  J u n e - S e p t e m b e r  1973

M I L I T A R Y  S E R V I C E :  N o n e

H O N O R S  A N D  A ’,YARDS:

B a c h e l o r  o f  S c i e n c e  - w i t h  d i s t i n c t i o n  
U n i v e r s i t y  o f  M i n n e s o t a  - J u n e  197^

A s s o c i a t e d  W e s t e r n  U n i v e r s i t i e s  
P o s i t i o n  in S t u d e n t  R e s e a r c h  
I n h a l a t i o n  T o x i c o l o g y  R e s e a r c h  I n s t i t u t e  
A l b u q u e r q u e ,  N e w  M e x i c o

P a s t  P r e s i d e n t ,  S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
A n c h o r a g e ,  A l a s k a  1 9 7 7 - 1 9 7 8

A l t e r n a t e  d e l e g a t e  to the A V M A  for the S t a t e  o f  A l a s k a  
1979, 1980

S p o k e s m a n ,  R e g i o n  6 for the A A H A  for P u b l i c  R e l a t i o n s  
(Al a s k a )  for 1 9 7 9 - 1 9 8 0

M e m b e r  E t h i c s  C o m m i t t e e ,  A l a s k a  V e t e r i n a r y  M e d i c a l
A s s o c i a t i o n
1978 to p r e s e n t

S O C I E T Y  A F F I L I A T I O N S .

M e m b e r  o f  the A m e r i c a n  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n

M e m b e r  M i n n e s o t a  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n

M e m b e r  A l a s k a  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n

M e m b e r  S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
A n c h o r a g e ,  A l a s k a

M e m b e r  V e t e r i n a r y  O r t h o p e d i c  S o c i e t y  

S T A T E  L I C E N S E S :

A l a s k a ,  A r i z o n a ,  O r e g o n ,  W a s h i n g t o n  a n d  W i s c o n s i n

O T H E R  E X P E R I E N C E S



R E F E R E N C E S :

Dr. T e r r y  B r a d e n ,  D . V . M . ,  M . S . ,  M . R . C . V . S .  
S t a f f  S u r g e o n  a n d  A s s i s t a n t  P r o f e s s o r  
o f  O r t h o p e d i c  a n d  P l a s t i c  S u r g e r y  
M i c h i g a n  S t a t e  U n i v e r s i t y  
C o l l e g e  o f  V e t e r i n a r y  M e d i c i n e  
E a s t  L a n s i n g ,  M i c h i g a n

Dr. C a r l  J e s s e n ,  D . V . M . ,  P h .D. 
H e a d  o f  V e t e r i n a r y  R a d i o l o g y  
U n i v e r s i t y  o f  M i n n e s o t a  
St. P a u l ,  M i n n e s o t a

Dr. A r d e n  L. A n d e r s o n ,  D. V . M .  
8 6 2 5  W h y  W o r r y  L a n e  
P h o e n i x ,  A r i z o n a

Dr. A l b e r t  F r a n z m a n n ,  D . V . M . ,  P h .D.
D i r e c t o r ,  K e n a i  N a t i o n a l  M o o s e  R a n g e  
P. 0. B o x  666 
S o l d o t n a ,  A l a s k a  9 9 6 6 9

IDr. P a m e l a  A. T u o m i ,  D.V.M.
2 0 3 6  E a s t  N o r t h e r n  L i g h t s  Blvd.
A n c h o r a g e ,  A l a s k a  9 9 5 0 4

Mr. J a c k  C l i n e  
P. 0. B o x  3 6 6  
S o l d o t n a ,  A l a s k a  9 9 6 6 9

P A P E R S  A N D  P U B L I C A T I O N S :

T h e  R e m o v a l  o f  I n h a l e d  2 3 9 P U  fr o m  B e a g l e  D o g s  by 
B r o n c h o p u l m o n a r y  L a v a g e  a n d  C h e l a t i o n  T h e r a p y .  
M u g g e n b e r g  et al, R e a l t y  P h y s i c s  

Vol. 31, P P  3 1 5 - 3 2 1

A D D I T I O N A L  I N F O R M A T I O N :

P h y s i c a l  S t a t i s t i c s :

H e i g h t :  3' 10'’
We i g h t :  160 p o u n d s
He a l t h :  E x c e l l e n t
V i s i o n :  C o r r e c t e d  to 2 0 : 1 0



- k -

H O B B I E S  A N D  I N T E R E S T S :

F i s h i n g
S k i i n g
T e n n i s
C a n o e i n g
T r a c k  a n d  F i e l d

V a r s i t y  l e t t e r  w i n n e r  at I o w a  S t a t e  U n i v e r s i t y  
a n d  U n i v e r s i t y  of M i n n e s o t a  

P h o t o g r a p h y

P A S T  A N D  P R E S E N T  P R O F E S S I O N A L  ACTIVITIES:

F r o m  J u l y  1976 to J u l y  1978, I w a s  e m p l o y e d  at C o l l e g e  
V i l l a g e  A n i m a l  C l i n i c ,  A n c h o r a g e ,  Alaska. F r o m  J u l y  1978 to 
J u l y  1980, I w a s  p a r t n e r  a n d  c o - d i r e c t o r  o f  C o l l e g e  V i l l a g e  
A n i m a l  C l i n i c .  C o l l e g e  V i l l a g e  A n i m a l  C l i n i c  is an  A A H A  
c e r t i f i e d ,  3 v e t e r i a n  h o s p i t a l ,  w i t h  p r a c t i c e  l i m i t e d  s t r i c t l y  
to s m a l l  a n i m a l s .  I h a d  full s u r g i c a l ,  m e d i c a l  a n d  m a n a g e m e n t  
r e s p o n s i b i l i t i e s .

In M a r c h  1981, I e s t a b l i s h e d  Tv/in C i t i e s  V e t e r i n a r y  
Clinic, a s m a l l  a n i m a l  h o s p i t a l  s e r v i n g  the K e n a i - S o l d o t n a ,  
Alaska area. T h e  h o s p i t a l  h a s  full s u r g i c a l ,  m e d i c a l ,  a n d  
d e n t a l  c a p a b i l i t i e s .



Continuing: E d u c a t i o n  S e m i n a r  Continuing: E d u c a t i o n  C r e d i t s

S m a l l  A n i m a l  O r t h o p e d i c s ,  A . S . I . F .  10
T e c h n i q u e
Dr. W a d e  B r i n k e r  & Dr. T e r r y  B r a d e n  
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c . ,
Cont. Ed. S e m i n a r  
A n c h o r a g e ,  A l a s k a  

‘"'August 1976

I n t e r m o u n t a i n  V e t e r i n a r y  M e d i c a l  A s s o c .  kO
A n n u a l  M e e t i n g  
L a s  Vegas, N e v a d a  
F e b r u a r y  1977

S m a l l  A n i m a l  O n c o l o g y  8
Dr. B r u c e  M a d e w e l l
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  Assoc.
Cont. Ed. S e m i n a r  
A n c h o r a g e ,  A l a s k a  
M a r c h  1977

S m a l l  A n i m a l  N e u r o l o g y  12
Dr. S t a n  C r e i g h t o n
A l a s k a  V e t e r i n a r y  M e d i c a l  As s o c .
A n n u a l  M e e t i n g  
A n c h o r a g e ,  A l a s k a  

M a y  .1977

C l i n i c a l  P a t h o l o g y  _ 3
Dr. S t e v e  G i l b e r t s o n
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  As s o c .
M e e t i n g
A n c h o r a g e ,  A l a s k a  
A u g u s t  1977

P l a s t i c  and R e c o n s t r u c t i v e  S u r g e r y  8
Dr. T e r r y  B r a d e n
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  As s o c .
Cont. Ed. S e m i n a r  
A n c h o r a g e ,  A l a s k a  
S e p t e m b e r  1977

G a s t r o e n t e r o l o g y  12
Dr. Don S t r o m b c c k  a n d  Dr. G a r y  S w i n g
A A H A  R e g i o n a l  M e e t i n g
S e a t t l e ,  W a s h i n g t o n
O c t o b e r  1977

V e t e r i n a r y  O r t h o p e d i c  S o c i e t y  
Asp e n ,  C o l o r a d o  
F e b r u a r y  1978

30



U r o l o g y
Dr. D e l m a r  Pir.ico
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c . ,
C o n t 0 Ed. S e m i n a r  
A n c h o r a g e ,  A l a s k a  
A p r i l  1978

C l i n i c a l  P a t h o l o g y
Drs. E v e r e t t  a n d  S p o n a
A l a s k a  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n
A n n u a l  M e e t i n g
A n c h o r a g e ,  A l a s k a
M a y  1978

R a d i o g r a p h i c  I n t e r p r e t a t i o n  
Dr. W i l l i a m  Z o n t i n e
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
M e e t i n g
A n c h o r a g e ,  A l a s k a  
J u l y  1978

M i n n e s o t a  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
St. Paul, M i n n e s o t a  
F e b r u a r y  1979

C a r d i o l o g y ;  B i o p s y  T e c h n i q u e  
Dr. S t e p h e n  E t t i n g e r
A l a s k a  S t a t e  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
A n c h o r a g e ,  A l a s k a  
M a y  1979

A m e r i c a n  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
A n n u a l  M e e t i n g  
Seattle, W a s h i n g t o n  
J u l y  1979

P r a c t i c e  M a n a g e m e n t  
Dr. Ray W o r l e y
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
M e e t i n g
A nc h o r a g e .  A l a s k a  
S e p t e m b e r  1979

N e u r o l o g y
Dr. Alan P a r k e r
S o u t h  C e n t r a l  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
M e e t i n g
A n c h o r a g e ,  A l a s k a  
F e b r u a r y  1980

T h e  N e t h e r l a n d s  S m a l l  A n i m a l  V e t e r i n a r y  Assoc,, 
A m s t e r d a m ,  N e t h e r l a n d s  
M a y  1980



A m e r i c a n  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n  
A n n u a l  M e e t i n g  
W a s h i n g t o n ,  D.C.
J u l y  1930

A n i m a l  B e h a v i o r ;  S n d i n c r i n o l o g y
Drs. B e a v e r  a n d  A u g u s t
A l a s k a  V e t e r i n a r y  M e d i c a l  A s s o c i a t i o n
A n n u a l  M e e t i n g
A n c h o r a g e ,  A l a s k a
M a y  1981



Dolores H u g h e s , HD 

3168 Bresee Street 

Juneau, AK 99801

Carol Derfner

Special Staff Assistant to the 

Governor on Boards £ Commissions 

Office of the Governor 

Pouch A
Juneau, AK 99811 '

Dear Ms. Derfner:

I am interested in applying for the vacancy that recently occurred in the 

Board of Medical Examiners. My qualifications are as follows:

1. I have practiced medicine in Southeast Alaska for 10 years.

2. I have mainly practiced in Juneau but I did serve as itinerant physician 

to Skagway for nearly two years.

3. I have worked in a broad variety of practice in the past 10 years. I

have been in private practice and have done contract work for Federal, 

State, and City government as well as for private business.

>i. My training is in Family Practice but I have, also, done work in pedia­

trics, gynecology, geriatrics and in the drug abuse and alcoholism field.

5. I have served on the Board of Directors of Hospice, Juneau and NCA,

6. My schedule will permit me to interview physicians on short notice and 
to attend Board meetings as necessary, as well as testify in front of 

<_ne legislature if needed.

Thank you for your consideration.

Juneau.

g ! npfir 'p l v

Dolores /B. Hughes, MD, ABFP, CCfP



££?EA '".•- ''^i1 •’ >'1 K

w

’ K e .v  i e * i  ^

A k c w  \ T E j C T ^

«



APR IL 3, 1984

TO :  JOHN
FROM: KEN
RE: CSSB  U38 "RELAT ING  TO THE STATE BOARD OF
A RC H ITEC TS ,  ENG INEERS ,  AND LAND SURVEYORS"

THE HOUSE LABOR AND COMMERCE COMMITTEE F IRST  HEARD 
LEGISLATION PERTA IN ING TO THE BOARD OF ARCH ITECTS ,  
ENG INEERS ,  AND LAND SURVEYORS  ON MARCH 16th . A NUMBER OF 
BOARD MEMBERS AMD REPRESENTAT IVES  OF THE INDUSTRY  AND 
THE D IV IS ION  OF L ICENSING T E ST IF IE D .  FOLLOWING THE HEARING 
THE COMMITTEE DRAFTED SU B ST IT U T E  LEGISLATION WHICH 
ADDRESSES MANY OF THE CONCERNS BROUGHT OUT IN THE 
HEARING. AN ANALYS IS  HAS BEEN PREPARED BY STAFF WHICH 
OUTL INES  THE D IFFERENCES IN THE SENATE B ILL  AND THE HOUSE 
LABOR AND COMMERCE COMMITTEE SU B ST IT U T E .



A  P E R F O R M A N C E  R E P O R T  
O N  THE

B O A R D  O F  R E G I S T R A T I O N  F O R  
A R C H I T E C T S . E N G I N E E R S ,

A N D  L A N D  S U R V E Y O R S

J u l y  1, 1980 - A p r i l  15, 1983

A u d i t  C o n t r o l  N u m b e r  
0 8 - 1 1 1 A - 5 4 - 8 3 - R

C o m m i s s i o n e r ,  D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t  of 
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

R i c h a r d  A. L y o n

V i n c e n t  O ' R e i l l y  
T e r r y  E l d e r

M e m b e r s  o f  the B o a r d  of  R e g i s t r a t i o n  for 
A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s

P r e s i d e n t
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r

W a l l a c e  I. D e b o f f  
W a y n e  K. J e n s o n  
P a u l  S t u t z m a n  
G o r d i n  U n w i n  
W a l l a c e  W e l L e n s t e i n  
G o r d o n  S. Best 
R o b e r t  B o s w e l l  
O d i n  S t r a n d b e r g  
V a c a n t

S T A TE  O F A LA S K A D IV IS IO N  O F  L E G IS L A T E  E A U D IT
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Li /  P O U C H  VJ

J U N E A U .  A L A S K A  99811

THE LEGISLATURE /
i

B U D G E T  A N D  A U D I T  C O M M I T T E E  !
;

A p r i l  15, 1983

M e m b e r s  of  the
L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e :

In a c c o r d a n c e  w i t h  the p r o v i s i o n s  o f  T i t l e s  24 a n d  44 of the 
A l a s k a  S t a t u t e s  ( s u n s e t ) , the a t t a c h e d  r e p o r t  is s u b m i t t e d  
f o r  y o u r  r e v i e w .

A  P E R F O R M A N C E  R E P O R T  
O N  T H E

B O A R D  O F  R E G I S T R A T I O N  F O R  
A R C H I T E C T S , E N G I N E E R S ,

A N D  L A N D  S U R V E Y O R S

J u l y  1, 1980 - A p r i l  15, 1983

G e r a l d  L. VJilkerson, C P A  
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  of  L e g i s l a t i v e  A u d i t



T A B L E  OF  C O N T E N T S

P u r p o s e  a n d  S c o p e  o f  the R e p o r t ............................... 1

O r g a n i z a t i o n  and F u n c t i o n ....................................... 3

R e p o r t  C o n c l u s i o n .................................................. 5

F i n d i n g s  a n d  R e c o m m e n d a t i o n s  ..............................  7
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P U R P O S E  A N D  S C O P E  O F  T H E  R E P O R T

P U R P O S E

In a c c o r d a n c e  w i t h  the i n t e n t  o f  T i t l e s  24 a n d  kk o f  the 
A l a s k a  S t a t u t e s  ( s u nset l e g i s l a t i o n ) , w e  h a v e  r e v i e w e d  the 
a c t i v i t i e s  of the B o a r d  of R e g i s t r a t i o n  for A r c h i t e c t s ,  E n ­
gin ee r s ,  a n d  L a n d  S u r v e y o r s  for the p a s t  t h r e e  f i s c a l  years. 
O u r  e x a m i n a t i o n  w a s  c o n d u c t e d  to d e t e r m i n e  i f  the B o a r d  has 
b e e n  o p e r a t i n g  in an e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r .

L e g i s l a t i v e  i n t e n t  r e q u i r e s  c o n s i d e r a t i o n  o f  this r e p o r t  
d u r i n g  l e g i s l a t i v e  o v e r s i g h t  h e a r i n g s  to d e t e r m i n e  w h e t h e r  
the B o a r d  o f  R e g i s t r a t i o n  f o r  A r c h i t e c t s ,  E n g i n e e r s ,  and 
L a n d  S u r v e y o r s  s h o u l d  b e  r e e s t a b l i s h e d .  T h e  law n o w  s p e c­
ifies that this B o a r d  w i l l  t e r m i n a t e  o n  J u n e  30, 1984, and 
h a v e  one y e a r  f r o m  th a t  da t e  to c o n c l u d e  its a f fairs.

S C O P E

T h e  m a j o r  a r e a s  of  o u r  e x a m i n a t i o n  w e r e  the l i c e n s i n g ,  e x­
am i n a t i o n ,  a d m i n i s t r a t i o n ,  c o m p l a i n t ,  a n d  a f f i r m a t i v e  a c t i o n  
f u n c t i o n s  of  the Board. W e  r e v i e w e d  a n d  e v a l u a t e d  the f o l­
lo w i n g  :

1. A p p l i c a b l e  s t a t u t e s  a n d  r e g u l a t i o n s .

2. I n t e r v i e w s  w i t h  B o a r d  m e m b e r s .

3. T e s t s  of f iles a n d  d o c u m e n t s  of  l i c e n s e e s .

4. I n t e r v i e w s  w i t h  l i c e n s e  e x a m i n e r s .

5. C o m p l a i n t s  f i l e d  w i t h  the D i v i s i o n  of O c c u p a t i o n a l  L i ­
censing, H u m a n  R i g h t s  C o m m i s s i o n ,  E q u a l  E m p l o y m e n t  O p ­
p o r t u n i t y  Office, A t t o r n e y  G e n e r a l ' s  O f f ice, and the 
O m b u d s m a n ' s  Office.

6. M i n u t e s  of B o a r d  m e e t i n g s  and D i v i s i o n  c o r r e s p o n d e n c e  
f i l e s .

7. A t t o r n e y  G e n e r a l ' s  o p i n i o n s  a p p l i c a b l e  to p r o f e s s i o n a l  
b o a r d s .
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O R G A N I Z A T I O N  A N D  F U N C T I O N

The B o a r d  of A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s  is a 
r e g u l a t o r y  b o a r d  w i t h  n i n e  m e m b e r s  c o n s i s t i n g  o f  two c i v i l  
e n g i n e e r s ,  one l a n d  s u r v e y o r ,  one m i n i n g  e n g i n e e r ,  two e n g i­
ne e r s  f r o m  o t h e r  b r a n c h e s  of the e n g i n e e r i n g  p r o f e s s i o n ,  and 
t h ree a r c h i t e c t s .

T h e  B o a r d  sets the m i n i m u m  s t a n d a r d s  to p r a c t i c e  in A l a s k a  
by:

1. E x a m i n i n g  and i s s u i n g  l i c e n s e s  to q u a l i f i e d  a p p l i c a n t s .

2. E s t a b l i s h i n g ,  a m e n d i n g ,  or  e l i m i n a t i n g  r e g u l a t i o n s  c o n­
t r o l l i n g  a r c h i t e c t ,  e n g i n e e r ,  a n d  la n d  s u r v e y o r  p r a c­
tices  .

3. R e v o k i n g ,  a n n u l l i n g ,  or s u s p e n d i n g  l i c e n s e s  in a c c o r­
da n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e s  A c t  w h e n  a 
p e r s o n  has v i o l a t e d  a r c h i t e c t ,  e n g i n e e r ,  and land s u r­
v e y o r  s t a t u t e s  or r e g u l a t i o n s .
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R E P O R T  C O N C L U S I O N

P o l i c y  Is s u e s

T h i s  r e p o r t  c o n t a i n s  p o l i c y  i s s u e s  r a i s e d  as a r e s u l t  o f  our 
e v a l u a t i o n  o f  v a r i o u s  B o a r d  p r a c t i c e s .  T h e  f i n a l  p o l i c y  
d e c i s i o n s  a f f e c t i n g  t h e s e  p r a c t i c e s  a r e  n o t  w i t h i n  the s c o p e  
of this r e p o r t  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a t i o n .  In 
d e b a t i n g  t h e s e  i s s ues, the o v e r s i g h t  c o m m i t t e e s  s h o u l d  take 
into c o n s i d e r a t i o n  the f i n d i n g s  a n d  r e c o m m e n d a t i o n s  p r e s e n t­
ed in this r e p o r t  so the p o t e n t i a l  i m p a c t  of  p o l i c y  c h a n g e s  
c a n  b e  e v a l u a t e d .

R e p o r t  C o n c l u s i o n

In o u r  o p i n i o n ,  the B o a r d  o f  R e g i s t r a t i o n  f o r  A r c h i t e c t s ,  
E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s  s h o u l d  b e  r e e s t a b l i s h e d .  T h e  
r e g u l a t i o n  a n d  l i c e n s i n g  of  q u a l i f i e d  p r o f e s s i o n a l s  is n e c ­
e s s a r y  to p r o t e c t  the p u b l i c ' s  heal t h ,  safety, and w e l f a r e .  
T h e  B o a r d  p r o v i d e s  this s e r v i c e  b y  e s t a b l i s h i n g  m i n i m u m  e d u­
c a t i o n a l  a n d  e x p e r i e n c e  r e q u i r e m e n t s  th a t  p r o v i d e  r e a s o n a b l e  
a s s u r a n c e  that p e r s o n s  l i c e n s e d  a r e  q u a l i f i e d .  Also, a s s u r­
ances  that t h o s e  l i c e n s e d  act in a c o m p e t e n t  m a n n e r  is 
p r o v i d e d  b y  a c t i v e  i n v e s t i g a t i o n  o f  c o m p l a i n t s  and r e v o c a­
tion o r  s u s p e n s i o n  of l i c e n s e s  w h e r e  a p p r o p r i a t e .

H o w e v e r ,  the f o l l o w i n g  f i n d i n g s  d e s c r i b e  a r e a s  w h e r e  w e a k­
ne s s e s  or c o n f l i c t s  exist. W e  h a v e  m o d e  r e c o m m e n d a t i c  .s 
w h i c h ,  if i m p l e m e n t e d ,  w i l l  i m p r o v e  the e f f i c i e n c y  a n d  e f­
fe c t i v e n e s s  of the Board.
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

L e g i s l a t i o n  s h o u l d  b e  i n t r o d u c e d  r e q u i r i n g  continuing; e d u c a­
tion  f o r  a r c h i t e c t s ,  e n g i n e e r s ,  a n d  land sur v e y o r s ^

A r c h i t e c t ? ,  e n g i n e e r s a n d  la n d  s u r v e y o r s  m u s t  d e m o n s t r a t e  a 
h i g h  d e g r e e  o f  e d u c a t i o n a l  a n d  p r a c t i c a l  c o m p e t e n c e  b e f o r e  
t h e y  c a n  b e c o m e  r e g i s t e r e d  in A l a ska. H o w e v e r ,  r e n e w a l  of 
c e r t i f i c a t e s  is n o t  d e p e n d e n t  u p o n  e v i d e n c e  of a p r o f e s s i o n­
al' s  c o n t i n u e d  c o m p e t e n c e .

In o u r  q u e s t i o n n a i r e  to r e g i s t e r e d  p r o f e s s i o n a l s ,  93% of the 
a r c h i t e c t s ,  78% of the e n g i n e e r s ,  a n d  64% of the l a n d  s u r­
v e y o r s  r e s p o n d i n g  r e p o r t e d  th a t  t h e y  h a d  a t t e n d e d  c o u r s e s  
a n d / o r  s e m i n a r s  in  the la s t  two years. M o s t  w e r e  con c e r n e d ,  
h o w e v e r ,  that c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  w o u l d  be too 
n a r r o w l y  d e f i n e d  or  too d i f f i c u l t  to s atisfy. To a d d r e s s  
t h e s e  c o n c e r n s ,  t h e r e  m u s t  be a c t i v e  i n v o l v e m e n t  by i n d i­
v i d u a l s  a n d  p r o f e s s i o n a l  s o c i e t i e s  in the d e v e l o p m e n t  of 
c o n t i n u i n g  e d u c a t i o n  s t a n d a r d s .

A r c h i t e c t s ,  e n g i n e e r s ,  a n d  la n d  s u r v e y o r s  are a c u t e l y  a w a r e  
o f  the p u b l i c ' s  t r u s t  that th e y  m a i n t a i n  t h eir p r o f e s s i o n a l  
c o m p e t e n c y .  R e q u i r e d  c o n t i n u i n g  e d u c a t i o n  is one m e a n s  of 
f u l f i l l i n g  that trust. In a d d i t i o n ,  a p r o g r a m  of c o n t i n u i n g  
e d u c a t i o n  w i l l  a s s i s t  in a v o i d i n g  p r o f e s s i o n a l  o b s o l e s c e n c e  
a n d  k e e p  p r a c t i t i o n e r s  a w a r e  of c h a n g e s  t a k i n g  p l a c e  in the 
p r o f e s s i o n .

R e c o m m e n d a t i o n  Mo. 2

T h e  B o a r d  s h o u l d  r e p e a l  its a n t i c o m p e t i t i v e  a n d  r e s t r i c t i v e  
r e g u L a t i o n s  p r o h i b i t i n g  c o m p e t i t i v e  b i d d i n g  (12 AAC 
T 6 7 T 3  0 ( b ) ) .

W e  r e v i e w e d  the B o a r d ' s  r e g u l a t i o n s  to d e t e r m i n e  if th e y  are 
a n t i c o m p e t i t i v e  and r e s t r i c t i v e .  R e g u l a t i o n  12 A A C  
3 6 . 2 3 0 ( b )  p r o v i d e s  that ar architect, e n g i n e e r ,  or land s u r­
v e y o r  m a y  n o t  k n o w i n g l y  s o l i c i t  or su b m i t  p r o p o s a l s  for p r o­
f e s s i o n a l  s e r v i c e s  on  the b a s i s  of  c o m p e t i t i v e  bid d i n g .  We 
f i n d  this r e g u l a t i o n  r e s t r i c t i v e ,  a n t i c o m p e t i t i v e ,  and a b­
sent of  c l e a r  aid s t a t u t o r y  p o l i c y  to r e s t r a i n  c o m p e t i t i o n .

T h i s  p o i n t  o f  v i e w  is s u p p o r t e d  b y  m e m o r a n d u m  A 6 6 - 1 9 J - 7 9 A  
f r o m  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  d a t e d  O c t o b e r  29, 1980. 
T h a t  m e m o  s t a t e s  in part:

T h e r e  m u s t  e x i s t  c l e a r  s t a t u t o r y  p.ilicy to r e s t r a i n  
c o m p e t i t i o n  b e f o r e  a s t a t e  r e g u l a t o r y  a g e n c y  m a y  
p r o m u l g a t e  r e g u l a t i o n s  to r e s t r a i n  c o m p e t i t i o n  if 
f e d e r a l  a n t i t r u s t  i m m u n i t y  is to occur. No di r e c t

R e c o m m e n d a t i o n  No. 1
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a u t h o r i z a t i o n  f o r  s u c h  an a n t i c o m p e t i t i v e  p r o v i s i o n  [12 
A A C  3 6 . 2 3 0 ( b ) ]  a p p e a r s  in the statu t e s .  In s u c h  a 
s i t u a t i o n ,  f e d e r a l  c o u r t s  h a v e  s p e c i f i c a l l y  h e l d  s u c h  
r e g u l a t i o n s  to b e  v i o l a t i v e  o f  a n t i t r u s t  law.

Th i s  r e g u l a t i o n  is n o w  b e i n g  c h a l l e n g e d  b y  the U n i t e d  
S tates' D e p a r t m e n t  of J u s t i c e  in the A n c h o r a g e  F e d e r a l  
D i s t r i c t  C o u r t  (U.S. v. A K  B o a r d  o f  R e g i s t r a t i o n  for 
A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s ! !

R e c o m m e n d a t i o n  No. 3

T h e  B o a r d  s h o u l d  a p p r o v e  for e x a m i n a t i o n  onl t hose a p p l i­
cants e l i g i b l e  to take the e x a m i n a t i o n .

T h e  B o a r d  h a s  a p p r o v e d  a p p l i c a n t s  f o r  the f u n d a m e n t a l s  of 
e n g i n e e r i n g  e x a m i n a t i o n  w h e n  t h e y  do n o t  m e e t  the e l i g i b i l­
ity r e q u i r e m e n t s  f o r  the e x a m i n a t i o n .  12 A A C  3 6 . 0 6 2  r e­
qu i r e s  s u c c e s s f u l  c o m p l e t i o n  o f  at l e a s t  85% of  an a c c r e d i t­
ed  e n g i n e e r i n g  c u r r i c u l u m ,  or, if c u r r i c u l u m  is u n a c c r e d i t­
ed, a n u m b e r  of y e a r s  in e x p e r i e n c e .  A t  a N o v e m b e r ,  1982, 
B o a r d  m e e t i n g  a n d  a F e b r u a r y ,  1983, B o a r d  m e e t i n g ,  a p p l i­
cants w e r e  a p p r o v e d  for e x a m i n a t i o n  w h o  w e r e  in an u n a c c r e d­
i t e d  c u r r i c u l u m  a n d  did n o t  h a v e  the r e q u i s i t e  e x p e r i e n c e .

W h i l e  w e  do n o t  q u e s t i o n  the q u a l i t y  o f  the a p p l i c a n t s  a p ­
p r o v e d  for e x a m i n a t i o n ,  w e  do b e l i e v e  that if the B o a r d  no 
l o n g e r  b e l i e v e s  th a t  t h ese r e q u i r e m e n t s  are n e c e s s a r y ,  t h e y  
s h o u l d  p r o p o s e  r e g u l a t i o n  c h a n g e s  that w o u l d  e n s u r e  that all 
a p p l i c a n t s  w o u l d  be t r e a t e d  in a c o n s i s t e n t  a n d  fair m a n n e r .

R e c o m m e n d a t i o n  No. A

In o r d e r  to e n s u r e  that the B o a r d  a d e q u a t e l y  r e p r e s e n t s  the 
g e n e r a l  publ i c ,  the q u a l i f i c a t i o n s  and c o n d i t i o n s  o f  B o a r d  
m e m b e r s h i p  s h o u l d  be r e v i e w e d  and a m e n d e d .

AS 0 8 . 4 8 . O i l - . 031 c r e a t e s  the S t a t e  B o a r d  of R e g i s t r a t i o n  
for A r c h i t e c t s ,  E n g i n e e r s ,  and L a n d  S u r v e y o r s ,  s p e c i f i e s  the 
q u a l i f i c a t i o n s  a n d  p r o f e s s i o n s  of the n i n e  B o a r d  m e m b e r s ,  
an d  e s t a b l i s h e s  the m e m b e r s '  terms o f  office. In o r d e r  that 
the B o a r d  b e t t e r  r e p r e s e n t  the g e n e r a l  p u b l i c ,  these 
s t a t u t o r y  p r o v i s i o n s  s h o u l d  b e  r e e v a l u a t e d .  So m e  s p e c i f i c  
a r e a s  that s h o u l d  be r e e v a l u a t e d  are:

A. T h e  B o a r d  is the o n l y  l i c e n s i n g  b o a r d  that has no lay
r e p r e s e n t a t i o n .  In gen e r a l ,  lay m e m b e r s  w i t h  n o  d i r e c t  
f i n a n c i a l  i n t e r e s t  in the r e g u l a t e d  p r o f e s s i o n s  can and 
s h o u l d  c o n t r i b u t e  to p o l i c y  formulatic'. a n d  e n f o r c e m e n t  
d e c i s i o n s .  It s h o u l d  be r e c o g n i z e d  ‘ .idt the p u b l i c  is 
the u l t i m a t e  i n t e r e s t  g r o u p  a n d  w e  r e c o m m e n d ,  as we did 
in the 1979 audit, that at l e ast two lay m e m b e r s  be 
i n c l u d e d  on the Board.
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The t e r m  of  B o a r d  m e m b e r s  is c u r r e n t l y  set at 6 y e a r s  
w i t h  n o  l i m i t a t i o n  o n  the n u m b e r  of t erms that c a n  be 
s e r v e d  b y  one i n d i v i d u a l .  T h i s  B o a r d  is the o n l y  l i­
ce n s i n g  b o a r d  that h a s  a s i x  y e a r  t e r m  for its m e m b e r s  
and o n l y  two o t h e r  S t a t e  l i c e n s i n g  b o a r d s  h a v e  a n  u n ­
li m i t e d  n u m b e r  o f  t e r m s  t h a t  c a n  be  s e r v e d  b y  t h e i r  
m e m b e r s .  Su c h  c o n d i t i o n s  m i g h t  h a m p e r  the f l o w  o f  n e w  
i deas s i n c e  i n d i v i d u a l s  c o u l d  s e r v e  for an e x t e n d e d  
p e r i o d  o f  time. -We r e c o m m e n d  t h a t  a s t a t u t o r y  c h a n g e  
be c o n s i d e r e d  to l i m i t  the n u m b e r  o f  t erms a B o a r d  m e m­
ber can s e r v e  as w e l l  as r e d u c i n g  the y e a r s  in a B o a r d  
m e m b e r ' s  term.
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A N A L Y S I S  OF P U B L I C  N E E D

L i m i t e d  A n a l y s i s

T h e  f o l l o w i n g  a n a l y s e s  i n d i c a t e  b o t h  p o s i t i v e  and n e g a t i v e  
f a c t o r s  as th e y  r e l a t e  to the p u b l i c  n e e d  as d e f i n e d  in the 
’’su n s e t "  l a w  T h e s e  a n a l y s e s  are n o t  i n t e n d e d  to b e  c o m p r e­
he n s i v e ,  b u t  to a d d r e s s  t h o s e  a r e a s  w e  w e r e  able to c o v e r  
d u r i n g  o u r  e x a m i n a t i o n .

I . T h e  e x t e n t  to w h i c h  the b o ard, c o m m i s s i o n  or p r o g r a m
h a s  o p e r a t e d  in the p u b l i c  i n t e r e s t .

A. The B o a r d  h o l d s  at l e a s t  f o u r  r e g u l a r  m e e t i n g s  
e a c h  year.

B. The B o a r d  h o l d s  w r i t t e n  e x a m s  at l east twice each 
year, e x c e p t  f o r  c e r t a i n  n a t i o n a l  e x a m i n a t i o n s  
that are h e l d  o n l y  o n c e  a year.

II. T h e  e x t e n t  to w h i c h  the o p e r a t i o n  of the board, c o m­
mi s s i o n ,  or a g e n c y  p r o g r a m  has b e e n  i m p e d e d  or e n­
ha n c e d  by e x i s t i n g  s t a t u t e s ,  p r o c e d u r e s ,  and p r a c t i c e s  
w h ich i t ' h a s  ado p t e d ,  and a n y  o t h e r  m a t t e r !  i n c l u d i n g  
F u d g e t a r y ,  r e s o u r c e ,  a n d  p e r s o n n e l  m a t t e r s .

A. The B o a r d  a p p r o v e d  e n g i n e e r  in t r a i n i n g  ( E I T )  
applicant." for the f u n d a m e n t a l s  of e n g i n e e r i n g  
e x a m i n a t i o n  w h e n  the a p p l i c a n t s  did not m e e t  the 
e l i g i b i l i t y  r e q u i r e m e n t s  o f  12 A A C  36 . 0 6 2  (see 
R e c o m m e n d a t i o n  No. 5).

III. T h e  e x t e n t  to w h i c h  the board, con.... 3 sion, or a g e n c y  
F a s  r e com m e n d e d  s t a t u t o r y  c h a n g e s  w h i c h  are g e n e r a l l y  
ot b e n e f i t  to the p u b l i c  i n t e r e s t .

A. The B o a r d  a d o p t e d  r e g u l a t i o n s  that c l a r i f i e d  v a r­
ious v a g u e  s t a t u t o r y  and r e g u l a t o r y  r e q u i r e m e n t s .

IV. T h e e x t e n t  to w h i c h  the board, c o m m i s s i o n ,  or  a g e n c v  
H a s  e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  to r e p o r t  to it c o n­
c e r n i n g  the e f f e c t  o f  its r e g u l a t i o n s  and d e c i s i o n s  on' 
~tKo e f f e c t i v e n e s s  oT~~service, e c o n o m y  of service, a n d 
a v a i l a b i l i t y  of s e r v i c e  w h i c h  it has p r o v i d e d .

A. The R o a r d  h a s  a d v e r t i s e d  c e r t a i n  p r o p o s e d  r e g u­
lat i o n s  c h a n g e s  in o n l y  one city. The B o a r d  does 
not a c t i v e l y  s o l i c i t  c o m m e n t s  on its e f f e c t i v e­
ness.

V . T h e e x t e n t  to w h i c h  the board, c o m m i s s i o n ,  or a g e n c v  
Hal; e n c o u r a g e d  p u b l i c  p a r t i c i p a t i o n  in the m a k i n g  o f  
it;; r e g u l a t i o n s  and d e c i s i o n s .

S T A TE  O F A LA SK A - 1 1 - D IV IS IO N  O F  LE G IS L A T IV E  A U D IT



A, C e r t a i n  e x a m i n a t i o n s  a n d  m e e t i n g s  h a v e  n o t  b e e n  
a d v e r t i s e d  in an a d e q u a t e  a n d  t i m e l y  m a n n e r .

VI. T h e  e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n q u i r i e s  or c o m­
plaints' r e g a r d i n g  the a c t i v i t i e s  t the board, c o m m i s­
s i o n, o r a g e n c y  f i l e d  w ith it. Y the d e p a r t m e n t  to 
w h i c h  a b o a r d  or c o m m i s s i o n ~ T s  ^.ninistratively as- 
signed, or w i t h  the O f f i c e  ot the O m b u d s m a n  h a v e  b e e n  
p r o c e s s e d  a n d  r e s o l v e U T

A. T h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  h a s  r e c o r d  of  a 
c a s e  f i l e d  a g a i n s t  the B o a r d  b y  the U n i t e d  
States' D e p a r t m e n t  o f  J u s t i c e  c o n c e r n i n g  the 
B o a r d ' s  r e g u l a t i o n  b a n n i n g  c o m p e t i t i v e  bidding. 
(12 A A C  3 6 . 2 3 0 ( b ) ) .  T h i s  ca s e  is p e n d i n g  in U.S. 
D i s t r i c t  C o u r t  (see R e c o m m e n d a t i o n  No. 4).

T h e  e x t e n t to w h i c h  a b o a r d  or c o m m i s s i o n  w h i c h  r e g u -
lates e n t n 1 in t o  an o c c u p a t i o n  o r  p r o r e s s i o n  has pre-
s e n t e d  qua]Lified a p p l i c a n t s  to s e r v e  the public.

A. W e  f o u n d  no  i n s t a n c e s  w h e r e  the B o a r d  h a d  l i­
ce n s e d  u n q u a l i f i e d  p r a c t i t i o n e r s .

B. A r c h i t e c t s ,  e n g i n e e r s ,  a n d  l a n d  s u r v e y o r s  are n o t  
r e q u i r e d  to d e m o n s t r a t e  t h e i r  c o n t i n u e d  c o m p e­
tence  t h r o u g h  a c o n t i n u i n g  e d u c a t i o n  p r o g r a m  (see 
R e c o m m e n d a t i o n  No. 1).

VIII. The e x t e n t  to w h i c h  S t a t e  p e r s o n n e l  p r a c t i c e s ,  i n c l u d -
ing a f f i r m a t i v e  a c t i o n  rep u i r e m e n t s ,  ha v e  been
c o m p l i e d  w i t h  by  the b o a r d

"~* ■■ .— ;--; *.--------«--—i--
, c o m m i s s i o n ,  or a g e n c y  to

its own a c t i v i t i e s  and the a r e a  of a c t i v i t y  or 
i n t e r e s t .

A. A p p l i c a t i o n s  for l i c e n s u r e  r e q u i r e  i n f o r m a t i o n  
a n d  p h o t o g r a p h s  w h i c h  the D i v i s i o n  of E q u a l  E m­
p l o y m e n t  O p p o r t u n i t y  (EEO) b e l i e v e s  m a y  n o t  be 
n e c e s s a r y  to d e t e r m i n e  the q u a l i f i c a t i o n s  o f  the 
a p p l i c a n t .

IX. T h e  e x t e n t  to w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g ,  
o r o t h e r  c h a n g e s  are n e c e s s a r y  to e n a b l e  the agency, 
Foa"rd~i or c o m m i s s i o n  to b e t t o r  s e r v e  the i n t e r e s t s  of
the pu b l i c  and to c o m p l y  w i t h  the f a c t o r s  e n u m e r a t e d
in t his subse c t i o n .

P l e a s e  r e f e r  to the p r e v i o u s  s e c t i o n ,  F i n d i n g s  and 
R e c o m m e n d a t i o n s .

I
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A P P E N D I X  A

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

R E V E N U E S  C O M P A R E D  W I T H  E X P E N D I T U R E S  
F o r  the F i s c a l  Y e a r  E n d i n g  J u n e  30, T982

( U NAUDITED)
(Note 1)

A v e r a g e  R e v e n u e s  (Note 2) $ 1 0 8 , 0 5 2

Less: E x p e n d i t u r e s  (Note 3) 99 . 9 6 7

E x c e s s  R e v e n u e s  O v e r  E x p e n d i t u r e s  $ 8.085

S c h e d u l e  1
T y p e  o f  R e v e n u e

R e v e n u e s

A p p l i c a t i o n  f o r  E x a m i n a t i o n  Fee
(A) N C A R B  E x a m i n a t i o n

(i) Q u a l i f y i n g  E x a m  
(ii) S e c t i o n  A  

(iii) S e c t i o n  B
(B) N C E E  E x a m i n a t i o n  

R e e x a m i n a t i o n  Fee 
C o m i t y  A p p l i c a t i o n  Fee 
C o r p o r a t e  A u t h o r i z a t i o n

A p p l i c a t i o n  Fee 
I n d i v i d u a l  R e g i s t r a t i o n  Fee

C o r p o r a t e  A u t h o r i z a t i o n  
R e g i s t r a t i o n  Fee

A m e n d m e n t  to C o r p o r a t e  
A u t h o r i z a t i o n  

D e l i n q u e n t  R e n e w a l  Fee 
P o s t p o n e m e n t  of  E x a m i n a t i o n  Fee

L a t e  Fee Fine 
I m p r o p e r  l a m e n t  Fi n e

(See N o t e  2)

A m o u n t  C o l l e c t i o n  Ti m e

$50 W i t h  a p p l i c a t i o n
$50 W i t h  a p p l i c a t i o n
$75 W i t h  a p p l i c a t i o n
$ 5 0 / e x a m  W i t h  a p p l i c a t i o n  
$ 5 0 / e x a m  U p o n  r e e x a m  
$50 W i t h  a p p l i c a t i o n

$100 W i t h  A p p l i c a t i o n
$ 1 5 / y e a r  R e n e w a l s  p a i d

b i e n n i a l l y ;  n e w  
r e g i s t r a n t s  p a y  
$ 1 5 / y e n r  for b a l­
ance  of b i e n n i a l  
period.

$ 5 0 / y e a r  R e n e w a l s  pa i d
b i e n n i a l l y ;  n e w  
r e g i s t r a n t s  pay 
$ 5 0 / y e a r  for b a l­
anc e  of b i e n n i a l  
p e r i o d .

$20 W i t h  a m e n d m e n t
$30 W i t h  r e i n s t a t e m e n t
$20 W i t h  r e q u e s t  for

p o s t p o n e m e n t  
$10 W i t h  late p a y m e n t
$10 W h e n  p a y m e n t  is

f ound to be 
i m p r o p e r
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N o t e  I

T h i s  r e v e n u e / e x p e n d i t u r e  c o m p a r i s o n  w a s  p r e p a r e d  f r o m  a v a i l­
ab l e  r e c o r d s  a n d  d i s c u s s i o n s  w i t h  O c c u p a t i o n a l  L i c e n s i n g  p e r­
sonnel. T h e  r e c o r d s  w e r e  n o t  a u d i t e d  b y  us  and, a c c o r d i n g l y ,  
w e  do n o t  e x p r e s s  a n  o p i n i o n  o n  the B o a r d ' s  R e v e n u e s  C o m p a r e d  
w i t h  E x p e n d i t u r e s .

N o t e  2

Th e  m a j o r i t y  o f  the r e v e n u e s  c o l l e c t e d  are c o m p o s e d  of  l i c e n s e  
r e n e w a l  fees. T h e s e  fees are c o l l e c t e d  b y  m o s t  b o a r d s  once 
e v e r y  two or four y e a r s  and c a u s e s  r e v e n u e  in one y e a r  to be 
m u c h  g r e a t e r  than the r e v e n u e s  c o l l e c t e d  in the n e x t  year. 
T h e r e f o r e ,  we  c a l c u l a t e d  and r e p o r t e d  an  a v e r a g e  of  the r e v e­
nu e s  c o l l e c t e d  in F i s c a l  Y e a r s  1981 a n d  1982 in o r d e r  to o b­
tai n  a m o r e  a c c u r a t e  r e p r e s e n t a t i o n  o f  c o l l e c t e d  r e v e n u e s .

N o t e  3

E x p e n d i t u r e s  i n c l u d e  t hose m a d e  b y  B o a r d  m e m b e r s ,  s u c h  as 
t r a v e l  a n d  p e r  d i e m  a n d  an a l l o c a t e d  p e r c e n t a g e  (esti m a t e d )  of 
t o t a l  a d m i n i s t r a t i v e  e x p e n s e s  o f  the D i v i s i o n  o f  O c c u p a t i o n a l  
L i c e n s i n g .  T h e y  do n o t  i n c l u d e  e x p e n d i t u r e s  for e f f o r t s  of 
o t h e r  d e p a r t m e n t s ,  su c h  as the D e p a r t m e n t  o f  Law, assisting, 
the b o a r d s  a n d  the D i v i s i o n .
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O FF IC E  O F TH E COM M ISSIONER

BILL SHEFFIELD, GOVERNOR

D K P A K T M E N T  O F  C O M M E K f F  A 
E C O  N O n  Ic  » EV E L O  P M  E N T

P O U C H D
J U N E A U ,  A L A S K A  99811 
P H O N E :  465-2500

August 11, 1983

Mr. Gerald Wilkerson 
Legislative Auditor 
Legislative Audit Division 
Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

Thank .you for the opportunity to comment on the preliminary findings 
of your audit of the Board of Registration for Architects, Engineers 
and Land Surveyors. The following comments address each recommend­
ation individually:

Recommendation No. 1: Legislation should be introduced requiring
continuing education for architects, engineers "and land surveyors.

The department is in substantial agreement with the intent of this 
recommendation, However, we feel that the emphasis of legislation 
should be put on continuing competency rather than on continuing 
education per se. It is appropriate for the State as a licensing 
agency to be concerned with continuing competency and with continuing 
education only to the extent that it is a vehicle for assuring com­
petency and necessary public protection.

By focusing on continuing education exclusively, we are equating 
education and competency. The effectiveness in continuing education 
as a vehicle for assuring continuing competency is still /pen to 
debate. It would be premature to end that debate through legislation.

Additionally, both administrative costs and increased costs to the 
consumer must be considered.

Any additional costs that a professional incurs gets passed on to the
consumer in the form of higher fees. The costs of services will in­
crease to the extent that professionals are not presently taking
continuing education courses. Yet, it is not known whether there will
actually be an increase in public protection.

08-r. 'L H
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Similarly, continuing education programs can be very expensive to 
administer and would probably require that an additional staff person 
be hired. There are presently 4,000 active licensees under the Board 
of Registration for Architects, Engineers and Land Surveyors. Assuming 
that the continuing education regulations are straightforward enough 
to be completely administered by the licensing examiner, this means 
that at a minimum, the Division of Occupational Licensing will have to 
manage an additional 4,000 pieces of paper every two years.

In this connection, it should also be borne in mind that approximately 
95% of the active files are presently stored in Archives. Continuing 
competency requirements would most likely generate a need for the files 
to be kept in the office to be managed properly. There would also be a 
significant increase in both telephone calls and written correspondence, 
especially during the phasing in of the new regulations.

If the board review were required as part of the new continuing education 
requirements, the workload would increase that much more dramotically. 
Between FY '80 and FY '82, the State has experienced an increase of 
over 100% in the number of new applications for licensure received.
At the present, this board is understaffed.

Since it is not known whether continuing education leads to a greater 
public benefit through continuing competency, serious consideration 
should also be given to funding research to determine whether present 
and proposed regulation in this area is actually effective.

Recommendation No. 2: The board should repeal its anticompetitive and
restrictive regulations prohibiting competitive bidding (ITTAAC 36T?3(T(b).
The department concurs with this recommendation.

Recommendation No. 3: The board should approve for examination only
those applicant? eligible to take the examinatim .

The department concurs with this recommendation.

Recommendation No. 4:__ 1 n order to ensure that the board adequately
represents the general public, the qualifications and conditions of 
board niembership should be reviewed and amended.

The department concurs with the recommendation and specifically with the 
suggestions contained therein for the addition of at least two public 
members and limitations on the terms of board members.

Richard A. Lyon 
Commissioner

RAL/kkk/C32
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Register 88. January 1984 PROFESSIONAL AND
VOCATIONAL REGULATIONS

( 1 )  at all times recognize his primary 
obligation to protect the safety, health, 
property , and welfare o f  the public in the 
performance o f  his professional duties; i f  his 
professional judgment is overruled under 
circumstances where the safety, health, and 
welfare o f  the public are endangered, he shall 
in fo rm  his emp loye r o r  client o f  the possible 
consequence and no t i fy  such o ther proper 
authority o f  the situation as may be appropriate ; 
and

( 2 )  undertake to pe r fo rm  assignments on ly 
when he o r his associates, consultants, o r 
employees are qualified by education, training, 
experience, and licensing in the specific 
technical branches o r fields involved;

( 3 )  be complete ly  objective and tru th fu l in 
all professional reports, statements, o r  testimony 
and shall include all re levant and pertinent 
in fo rmation in such reports, statements, o r  
testimony when the result o f  an omission would , 
or reasonably cou ld , lead to a fallacious 
conclusion; and

( 4 )  not a f f ix  his signature o r seal to any plan 
o r document dealing with professional services 
in which he is not qualif ied by virtue o f  
education, experience, and licensing; and

(5 )  issue no statements, criticisms, or 
arguments on architectural, engineering, o r land 
surveying matters connected with public 
interests which are inspired o r paid fo r  by his 
interested party o r  parties unless be has prefaced 
his comment by exp lic it ly identifying himself by 
disclosing the identities o f  the party o r  parties 
on whose beha lf he is speaking, and by revealing 
the existence o f  any pecuniary interest. (E f f .  
5 /2 3 /7 4 .  Reg. 5 0 ;  am 9 / 3 0 / 7 8 ,  Reg. 6 7 )

Au tho r i ty : AS 0 8 . 4 8 . 10 1 'a) 
AS 0 8 .4 8 .1 1 1

12 AAC 3 6 .2 2 0 .  C O N FL IC T  OF IN TEREST .
(a ) Each architect, engineer, o r  land surveyor 
shall avoid conflicts o f  interest with his 
emp loyer o r client but, when unavoidable, the 
architect, engineer, o r  land surveyor shall 
p romptly in fo rm  his em p loye r o r client o f  any 
business association, interests, o r  circumstances 
and identify any circumstances which could 
influence his judgment o r the quality o f  his 
service to his emp loyer o r client.

(b )  An architect, engineer, o r  land surveyor 
may not accept compensation, financial o r  
otherwise, from  more than one party fo r  services 
on the same pro ject o r f o r  services pertaining to 
the same pro ject unless the circumstances are 
fu l ly  disclosed to  and agreed to by all interested 
parties o r  their authorized agents.

(c ) An architect, engineer, o r  land surveyor 
may not solicit o r  accept financial o r other 
valuable consideration from  suppliers fo r 
specifying their products.

(d )  An architect, engineer, o r  land surveyor 
may not solicit o r  accept gratuities from  other 
parties dealing with his client o r emp loye r in 
connection with the w o rk  fo r wh.ch he is 
responsible. (E f f .  5 / 2 3 / 7 4 ,  Reg. 5 0 ;  am 9 /3 0 /7 8 ,  
Reg. 67 j

A u tho r i ty :  AS 0 8 .4 8 .1 0 1 (a ) ( 5 )

12  AAC 3 6 .2 2 5 .  P U B L IC  SE RV IC E .  When in 
public service as a member, advisor, o r  employee 
o f  a government body , an architect, engineer, o r 
land su rveyor may not participate in 
considerations o r actions with respect to services 
provided by him o r  his organization. An 
architect, engineer, o r land surveyor, in his 
capacity as an elected, retained, o r  employed 
public o f f ic ia l , may not review o r  approve work 
that he has pe rfo rmed , whether if was under his 
direction or on beha lf  o f  another empio 
client. (E f f .  9 / 3 0 / 7 8 ,  Reg. 6 7 )

Au tho r i ty :  AS 0 8 .4 8 .1 0 1 ( a ) ( 5 )

12 AAC 3 6 .2 3 0 .  SO L IC ITA T IO N  O F  
EM PLOYM ENT , (a )  An architect, engineer or 
land su rveyor may not pay, solicit no r o f fe r ,  
directly o r  indirect ly , any bribe o r  commission 
fo r  professional emp loymen t with the exception 
o f  his payment o f  the usual commission fo r 
securing salaried positions through licensed 
emp loyment agencies.

(b )  Deleted 1 1 /18 /83 .

(c ) An architect, engineer o r  land surveyor 
may not fa lsify o r  permit misrepresentation o f  
his o r  her associates’ academic o r professional 
qualifications. Me may not misrepresent o r  
exaggerate his degree o f  responsibility in o r  fo r  
the subject matter o f  p r io r assignments.

(d )  Brochures o r  o the r presentations incident

12 AAC 36.210
12 AAC 36.230



March 22, 1984

RE: Board of Registration for Architects,
Engineers and Land Surveyors

Representative Cowdry, Chairman 
Labor and Commerce Committee 
'oom 209 Behrends Building 
udneau, Alaska

Dear Representative Cowdry:

Thank you for the opportunity to comment on the Committee bill 
regarding the continuation of the Board of Registration for Archi­
tects, Engineers and Land Surveyors. I understand that your 
committee proposes to continue the board for another four years, 
to reduce the length of terms to four years, to leave the composi­
tion of the board unchanged, and to delete the requirements in CS 
SB 438 for registrants providing evidence of "continued compe­
tence" for renewal of registration.

As President of the board I concur with these positions and feel 
that the board will also concur. If I can be of further assis­
tance please contact me or any other board member.

Sincerely,

Wayne Jens en

WJ:mec24('3)



MARCH 14, 1984

THE BOARD OF A RC H ITEC TS ,  ENG INEERS AND LAND SURVEYORS  IS 
COMPR ISED  OF NINE MEMBERS: TWO C IV I L  ENGINEERS ,  ONE LAND 
S U R V E Y O R ,  ONE MINING ENGINEER ,  TWO ENGINEERS FROM OTHER 
BRANCHES  OF THE PROFESS ION ,  AND THREE A RC H ITEC TS .  THE 
BOARD  IS RESPONS IBLE  FOR SETT ING  MINIMUM STANDARDS  FOR 
PRA CT IC E  IN ALASKA .

Q UEST IO NS :

! .  HOW DOES BOARD MAINTAIN A BALANCE OF A UTH O R ITY  WITH 
F IVE ENG INEERS ,  THREE A R C H IT E C T S ,  AND ONE LAND SURVEYOR  ?

2 .  DO YOU SUPPORT  THE F IND INGS  AND RECOMMENDATIONS MADE 
BY  THE LEG ISLAT IVE  AUD IT  D IV IS ION  FOR THE BOARD ?

3 .  HOW OFTEN DO YOU THINK TH IS  BOARD SHOULD BE REVIEWED 
BY  THE LEG ISLATURE  ?

4 .  WHAT SUGGEST IONS  DO YOU HAVE FOR IMPROVEMENT OF THE 
BOARD ?

5 .  HAS THE BOARD OF A R C H IT E C T S ,  ENG INEERS ,  AND LAND 
S U RV EYO RS  F ILED  AN ANNUAL REPORT  TO THE LEG ISLATURE IN 
RECENT MONTHS
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to an architect ’s, engineer’s o r  land su rveyor ’s 
so licitation o f  emp loyment may not misrepre­
sent pertinent acts concerning employers, 
employees, associates, jo in t  ventures, o r  his o r 
their past accomplishments with the intent and 
purpose o f  enhancing his qualifications and his 
work . ( E f f .  5 / 2 3 /7 4 ,  Reg. 5 0 )

Au tho r i ty : AS 0 8 .4 8 .1 0 1  
A3 0 8 .4 8 .1 1 1

Editor’s Note: As ot' Register S I . Jan . 1984, 12  AAC 36.230(b) 
was deleted tv  'he regulations attorney under AS 44 .62 .125 
(b)(6) and in aeeordancc with a .'tipulation and proposed Pinal 
Judgment filed on November 1C 1983 by the Board o f 
Architects. Engineers and Land Surveyors and the United States 
Department o f Justice in the United States District Court for the 
District o f  Alaska in United States v. Alaska Board o f  Registra­
tion for Architects, Engineers and Land Surveyors. Civil Action 
No. A82-423 C IV . This Stipulation and proposed Judgment were 
filed because 12  AAC  36.230(b) was in violation o f section 1 o f 
the Sherman Antitrust Act |1 5  U .S.C . § 1 < 19 7 7 ) |. The pro­
posed Final Judgment which may become final on or soon after 
January 16 . 1984 w ill, also prohibit further enforcement o f any 
ban or board policy against competitive bidding.

12 AAC  3 6 .2 3 5 .  A D V E RT IS IN G . An archi­
tect, engineer, o r  land surveyor may not ad­
vertise his o r  her services in a deceptive o r  un­
tru th fu l manner. (E f f .  9 /3 0 /7 8 ,  Reg. 6 7 ;  am 
5 /3 0 /8 2 ,  Reg. 8 2 )

Au tho r i ty : A S 0 8 . 4 8 . 1 0 1 (d ) ( 5 )

12 AAC 3 6 .2 4 0 .  IM PRO PER  CONDUCT , (a )
An architect, engineer, o r  land surveyor may not 
knowing ly associate with o r  permit tile use o f  
his name or f irm  name in a business venture by 
any person o r  firm which he knows o r has 
reason to believe is engaging in business o r 
professional practices in a fraudulent o r  
dishonest manner.

(b )  I f  an architect, engineer, o r land su rveyor 
has knowledge o r reason to believe that another 
person o r f irm  may be in violation o f  the 
provisions o f  AS 0 8 .4 8 ,  o r  any o f  these rules o f  
professional conduct, he o r she shall present that 
in fo rmation  to  the board in writing and shall 
cooperate with the board in furnishing such 
fu rther in fo rmation o r  assistance as may be 
required. (E f f .  5 /2 3 /7 4 ,  Reg. 50 ; am 9 /3 0 /7 8 ,  
Reg. 6 7 )

Autho rity : AS 0 8 .4 8 .1 0 1 (a )

A R T IC L E  3.
G E N E R A L  PROV IS IO NS

Section
250 . Defin itions

12 AAC 36 .2 5 0 .  D EF IN IT IO N S . F o r  the 
purposes o f  this chapter and AS 0 8 .4 8 ,  unless 
the context requires otherwise

12-24.7
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( 1 )  at all times recognize his primary 
obligation to protect the safety, health, 
property , and welfare o f  the public in the 
performance o f  his professional duties; i f  his 
professional judgment is overru led under 
circumstances where the safety, health, and 
welfare o f  the public are endangered, he shall 
in form his emp loye r o r  client o f  the possible 
consequence and no t i fy  such other proper 
authority o f  the situation as may be appropriate ; 
and

( 2 )  undertake to pe rfo rm  assignments on ly  
when he o r  his associates, consultants, o r  
employees arc qualified by education, training, 
experience, and licensing in the specific 
technical branches o r fields involved;

( 3 )  be complete ly  objective and tru th fu l in 
all professional reports, statements, o r testimony 
and shall include all relevant and pertinent 
in fo rmation in such reports, statements, o r  
testimony when the result o f  an omission would , 
or reasonably cou ld , lead to a fallacious 
conclusion; and

( 4 )  nor a f f ix  his signature o r  seal to any plan 
o r document dealing with professional services 
in which he is not qualif ied by virtue o f  
education, experience, and licensing; and

( 3 )  issue no statements, criticisms, o r 
arguments on architectural, engineering, o r land 
surveying matters connected with public 
interests which arc inspired o r paid fo r  by his 
interested party o r parties in ‘ ess he has prefaced 
his comment by exp lic it ly  identifying himself by 
disclosing the identities o f  the party o r  parties 
on whose beha lf he is speaking, and by revealing 
the existence o f  any pecuniary interest. (E f f .  
5 /2 3 /7 4 ,  Reg. 5 0 ;  am 9 /3 0 /7 8 ,  Reg. 6 7 )

Au tho r i ty : AS 0 8 .4 8 .1 0 1 (a )  
AS 0 8 . 4 8 . 1 1 1

12 AAC 3 6 .2 2 0 .  C O N FL IC T  O F  IN TEREST .
(a ) Each architect, engineer, o r  land surveyor 
shall avoid conflicts o f  interest with his 
emp loyer o r  client hut, when unavoidable, the 
architect, engineer, o r  land su rveyor shall 
p romptly in fo rm  his em p loye r o r client o f  any 
business association, interests, o r  circumstances 
and identify any circumstances which could 
influence his judgment o r the quality o f  his 
service to his emp loye r o r  client.

(b )  An architect, engineer, o r land surveyor 
may not accept compensation, financial o r  
otherwise, from  more than one party fo r  services 
on the same p ro jtc t o r  fo r services pertaining to 
the same project unless the circumstances are 
fu l ly disclosed to and agreed to by all interested 
parties o r their authorized agents.

(c ) An architect, engineer, o r  land surveyor 
may not solicit o r  accept financial o r  other 
valuable consideration from  suppliers fo r 
specifying their products.

(d )  An architect, engineer, o r  land surveyor 
may not solicit o r  accept gratuities from  other 
parties dealing with his client o r  emp loyer in 
connection with th»* work fo r  which he is 
responsible. (E f f .  5 /2 3 /7 4 ,  Reg. 5 0 ;  am 9 /3 0 /7 8 ,  
Reg. 6 7 )

Au tho rity : AS 0 8 . 4 8 . i 01 ( a ) ( 5 )

12 AAC 3 6 .2 2 5 .  PU BL IC  SE RV IC E . When in 
public service as a member, advisor, o r  employee 
o f  a government body , an architect, engineer, or 
land su rveyor may net participate in 
cor,c-aerations o r actions with respect to services 
provided by him o r  his organization. An 
architect, engineer, o r  land surveyor, in his 
capacity as an elected, retained, o r  employed 
public o f fic ia l, may not review o r  approve work 
tha' he has performed, whether it was under his 
direct'on o r on beha lf o f  another emp loye r o r 
client. (E f f .  9 / 3 0 /7 8 ,  Reg. 6 7 )

A u tho r i ty : AS 0 8 .4 8 .1 0 1 (a ) ( 5 )

12 AAC 3 6 .2 3 0 .  SO L IC ITA T IO N  OF 
EMPLOYMENT , (a )  An architect, engineer oi 
land surveyor may not pay, solicit no r o f fe r , 
directly o r  indirectly, any bribe o r commission 
fo r  professional employment with the exception 
o f  his payment o f  the usual commission lo r  
securing salaried positions through licensed 
employment agencies.

(b )  Deleted 1 i / 1 8 /8 3 .

(c ) An architect, engineer o r  land surveyor 
may not fa lsify o r permit misrepresentation o f  
his o r  her associates’ academic o r  professional 
qualifications. He may not misrepresent o r 
exaggerate his degree o f  responsibility in o r  fo r  
the subject matter o f  p r io r assignments.

(d )  Brochures o r  o the r presentations incident

12 AAC 36.210
12 AAC 36.230
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April  9, 1984

To :  House Labor  and Commerce Committee Members
From: Committee S t a f f
RE :  HB 714 "Re la t ing  to B a rb e r s  and Ha i rd re s s e r s "

Sectional Ana lys is

Section 1 : Ex tends  the Boa rd  o f  B a rb e r s  and H a i rd r e s s e r s  unt i l  June
30 ,  1986.

Sect ion 2: Unde r  this sect ion ,  two addit iona l members would be added
to the Boa rd  o f  B a rb e r s  and H a i rd r e s s e r s .  T h e re  a re  c u r r e n t l y  f ive  
members on the b oa rd .  Tha t  number would be increased to seven .  
Requi rements  o f  p ractice f o r  those se rv ing  on the boa rd  a lso a re  
add re ssed  in this section.

Section l n this section the board is g iven the re spons ib i l i t y  o f
sett ing educational  requ i rements  f o r  app l icants  seeking a l icense as a 
b a rb e r  o r  h a i r d r e s s e r .

Unde r  c u r r e n t  s ta tu tes  both the Department o f  Educat ion and the 
Boa rd  o f  B a rb e r s  and H a i rd r e s s e r s  au tho r i ze  the issuance o f  l icenses 
f o r  schoo ls  o f  b a r t e r i n g ,  h a i rd r e s s in g ,  and cosmeto logy .  Section 3 
repea ls  the boa rd s  au tho r i t y  to issue th is l icense.

Section 4: The boa rd  is g iven the power to inspect b a rbe r ing  and
ha i rd re ss ing  shops o r  schoo ls .



Sect ion 5 : A new section is added to s ta tu te  which pe r ta ins  to the
boa rds  powers  o f  inspec t ion .
Sect ion 6 : In section 3 the au th o r i t y  o f  the boa rd  to issue a l icenses
f o r  schoo ls  o f  ba rben 'ng and h a i rd re s s ing  was repea led .  In this 
sect ion p a rag r aph  two pe r ta in ing  to l icenses o f  schoo ls  is repea led .

Section 7 : Th is  sect ion s ta tes  tha t  an appl icant f o r  l icense must meet
the °duceitional requ i remen ts  es tab l ished by  the boa rd .

Sect ion Si: U nde r  th is  sec t ion ,  the per iod o f  app ren t icesh ip  f o r  a
l icense to  p rac t ice  h a i rd re s s ing  is set at 1 ,850 hou rs .

Sect ion 9 : Unde r  th is  sect ion ,  the per iod o f  app ren t icesh ip  f o r  a
l icense to p rac t ice  cosmeto logy is set at 2 ,000  h ou r s .

Sect ion 10: Th is  section s ta tes the boa rd  may appoint  a committee to
examine app l icants  ro r  l i cens ing ,  it a lso requ i re s  a pe rson  examining 
app l icants  be l icensed to pract ice in the f ie ld fo r  which the examination 
is being g iven .

Section >1: Th is  section f u r t h e r  deta i l s  the s t r u c tu r e  o f  the commit­
tee's that will conduct app l icant examinat ions .

Sect ion 12: The boa rd  is g iven  the power to regu la te  the practice o f
manicur ing and ped icu r ing .

Sect ion 1 3 : U nde r  c u r r e n t  s ta tu tes  a pe rson  licensed in ano the r  state
o r  c oun t r y  is en t i t led  to a l icense to pract ice in A laska .  Th is  section
repea ls  that p r iv i lege  f rom pe rsons  o f  o th e r  count r ies .

Section 1*1: Th is  section repea ls  the boa rds  power to adopt regu la t ions
to l icense shop s .  Th is  funct ion is a l re ady  being pe r fo rmed by the 
Department o f  Commerce and Economic Deve lopment .

Sect ion 1 5 : Th is  section es tab l ishes  that a s tudent  permit to pract ice
h a i rd re s s ing  and cosmetology is va l id  f o r  a per iod o f  two y e a r s .



These  l icenses and fees a re  es tab l i shed and col lected by  b ranches  o f  
the admin is t ra t ion .



A  P E R F O R M A N C E  R E P O R T  
O N  T H E

B O A R D  O F  B A R E E R S  A N D  H A I R D R E S S E R S

J u l y  1, 1980 to A p r i l  29, 1983

A u d i t  C o n t r o l  N u m b e r  
0 8 - 1 1 1 4 - 5 3 - 8 3 - R

C o m m i s s i o n e r ,  D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  R i c h a r d  A. h y o n

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  V i n c e n t  O ' R e i l l y

T e r r y  E l d e r

M e m b e r s  of the B o a r d  
of B a r b e r s  and H a i r d r e s s e r s

P r e s i d e n t  
M e m b e r  
M e m b e r  
M e m b e r  
M e m b e r

M a u r i c e  S m i t h
W i l m a  R a d u e g e
Irene R o b e r t s - E r i c k s o n
M a r s e  K u e b e r
V a c a n t

S T A TE  O F A LA SK A D IV IS IO N  O F LE G IS L A T IV E  A U D IT



A U D I T  DIVISION 

' P O U C H  W

’ J U N E A U ,  A L A S K A  99811

THE LEGISLATURE
3 ' J D G E T  A N D  A U D I T  C O M M I T T E E

A p r i l  29, 1983

M e m b e r s  of the
L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e :

I n  a c c o r d a n c e  w i t h  the p r o v i s i o n s  o f  T i t l e s  24 and. 44 of the 
A l a s k a  S t a t u t e s  ( s u n s e t ) , the a t t a c h e d  r e p o r t  is s u b m i t t e d  
for y o u r  r e v iew.

A  P E R F O R M A N C E  R E P O R T  
O N  T H E

B O A R D  O F  B A R B E R S  A N D  H A I R D R E S S E R S

J u l y  1, 1980 to A p r i l  29, 1983

G e r a l d  L. W i l k e r s o n ,  C P A  
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  of L e g i s l a t i v e  A u d i t
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P U R P O S E  A N D  S C O P E  O F  T H E  R E P O R T

P U R P O S E

In  a c c o r d a n c e  w i t h  the i n t e n t  of T i t l e s  24 and 4^ of the 
A l a s k a  S t a t u t e s  ( s u n s e t  l e g i s l a t i o n ) , w e  h a v e  r e v i e w e d  the 
a c t i v i t i e s  o f  the B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  for the 
p a s t  t h r e e  f i s c a l  y e a r s .  O u r  e x a m i n a t i o n  w a s  c o n d u c t e d  to 
d e t e r m i n e  if the B o a r d  h a s  b e e n  o p e r a t i n g  in an e f f i c i e n t  
a n d  e f f e c t i v e  m a n n e r .

L e g i s l a t i v e  i n t e n t  r e q u i r e s  c o n s i d e r a t i o n  o f  this r e p o r t  
d u r i n g  l e g i s l a t i v e  o v e r s i g h t  h e a r i n g s  to d e t e r m i n e  w h e t h e r  
the B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  s h o u l d  1 . r e e s t a b­
lished. T h e  l a w  n o w  s p e c i f i e s  that the B o a r d  w i l l  t e r m i n a t e  
J u n e  30, 1984, a n d  h a v e  o n e  y e a r  f r o m  that d a t e  to c o n c l u d e  
its a f f a i r s .

S C O P E

T h e  m a j o r  a r e a s  of o u r  e x a m i n a t i o n  w e r e  the l i c e n s i n g ,  e x a m i  
n a t i o n ,  a d m i n i s t r a t i o n ,  c o m p l a i n t ,  a n d  a f f i r m a t i v e  a c t i o n  
f u n c t i o n s  of the Board. W e  r e v i e w e d  and e v a l u a t e d  the f o l­
lowing:

1. A p p l i c a b l e  s t a t u t e s  and r e f l a t i o n s .

2. I n t e r v i e w s  w i t h  the l i c e n s i n g  e x a m i n e r s .

3. T e s t s  of  f i l e s  a n d  d o c u m e n t s  of lic e n s e e s .

4. C o m p l a i n t s  f i l e d  w i t h  the D i v i s i o n  of O c c u p a t i o n a l  
L i c e n s i n g ,  H u m a n  R i g h t s  C o m m i s s i o n ,  E q u a l  E m p l o y m e n t  
O p p o r t u n i t y  O f f i c e ,  A t t o r n e y  G e n e r a l ' s  Offi c e ,  a n d  the 
O f f i c e  of the O m b u d s m a n .

5. D i s c u s s i o n s  w i t h  B o a r d  m e m b e r s .

6. M i n u t e s  of B o a r d  m e e t i n g s  a n d  D i v i s i o n  c o r r e s p o n d e n c e  
f i l e s .

7. A t t o r n e y  G e n e r a l  O p i n i o n s  a p p l i c a b l e  to p r o f e s s i o n a l  
b o a r d s .

8. D i s c u s s i o n s  w i t h  the U n i t e d  S t a t e s  F o o d  a n d  D r u g  
a d m i n i s t r a t i o n .
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O R G A N I Z A T I O N  A N D  F U N C T I O N

T h e  B o a r d  o f  B a r b e r s  a n d  H a i r d r e s s e r s  w a s  c r e a t e d  in 1980. 
T h i s  B o a r d  is the r e s u l t  of the L e g i s l a t u r e  c o m b i n i n g  the 
B o a r d  o f  B a r b e r s  a n d  the B o a r d  of H a i r d r e s s i n g  a n d  Beaut^r 
C u l t u r e  E x a m i n e r s .  T h e  m e m b e r s h i p  of the B o a r d  c o n s i s t s  of 
two l i c e n s e d  b a r b e r s ,  two l i c e n s e d  h a i r d r e s s e r s ,  a n d  one 
p u b l i c  m e m b e r .  E a c h  m e m b e r  is a p p o i n t e d  b y  the G o v e r n o r  f o r  
a t h r e e  y e a r  term, b u t  c a n  s e r v e  no  m o r e  th a n  two c o n s e c u t i v e  
full terms.

T h e  B o a r d  r e g u l a t e s  the v o c a t i o n s  of b a r b e r i n g ,  h a i r d r e s s i n g ,  
a n d  c o s m e t o l o g y .  T h e  B o a r d  h a s  b e e n  g i v e n  the a u t h o r i t y  to 
e x a m i n e  a p p l i c a n t s ,  i s s u e  l i c e n s e s  and p e r m i t s ,  s.'.spend or 
r e v o k e  l i c e n s e s  a n d  p e r m i t s ,  a n d  i n v e s t i g a t e  c o m p l a i n t s .
T h e  B o a r d  i s s u e s  the f o l l o w i n g  l i c e n s e s :  b e a u t y  or b a r b e r  
s chools, s c h o o l  o \ m e r r , sh o p  owners, i n s t r u c t o r s ,  b a r b e r s ,  
h a i r d r e s s e r s ,  a n d  c o s m e t o l o g i s t  p r a c t i t i o n e r s .  T h e y  also 
i ssue t e m p o r a r y  a n d  s t u d e n t  p e rmits.

T h e  B o a r d  is o r g a n i z e d  u n d e r  the D e p a r t m e n t  of C o m m e r c e  a n d  
E c o n o m i c  D e v e l o p m e n t ,  D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g  
( O L ) . O L  p r o v i d e s  the B o a r d  w i t h  l i c e n s i n g  a n d  i n v e s t i g a t i v e  
s upport. T h e  l i c e n s i n g  s e c t i o n  p r o c e s s e s  a p p l i c a t i o n s ,  m a i n ­
tains l i c e n s e  files, a n s w e r s  i n q u i r i e s  a n d  p r o v i d e s  o t h e r  
a d m i n i s t r a t i v e  h e l p  to the Board.
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( I n t e n t i o n a l l y  left b l a n k )
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RE P O R T  CONCLUSION

P o l i c y  I s s u e s

T h i s  r e p o r t  c o n t a i n s  p o l i c y  i s s u e s  r a i s e d  as a r e s u l t  o f  o u r  

e v a l u a t i o n  o f  B o a r d  p r a c t i c e s .  T h e  f i n a l  p o l i c y  d e c i s i o n s  
a f f e c t i n g  t h e s e  p r a c t i c e s  a r e  n o t  w i t h i n  t h e  s c o p e  o f  th i s  
r e p o r t  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a t i o n .  In d e b a t i n g  
t h e s e  i s s u e s ,  the o v e r s i g h t  c o m m i t t e e  s h o u l d  t a k e  i n t o  c o n ­
s i d e r a t i o n  t h e  F i n d i n g s  a n d  R e c o m m e n d a t i o n s  p r e s e n t e d  in t h i s  
r e p o r t  s o  t h e  p o t e n t i a l  i m p a c t  o f  p o l i c y  c h a n g e s  c a n  b e  

e v a l u a t e d .

R e p o r t  C o n c l u s i o n

T h e  p r i m a r y  p u r p o s e  o f  a r e g u l a t o r y  b o a r d  w i t h  a l i c e n s i n g  
f u n c t i o n  is t o  p r o t e c t  t h e  p u b l i c .  T h e  q u t s t i o n s  t h a t  h a v e  
to b e  e v a l u a t e d  t o  d e t e r m i n e  i f  l i c e n s i n g  is n e e d e d  are:

1. Does th e  u n lic e n se d  p r a c t ic e  pose a s e r io u s  r i s k  to  th e  consum ers' l i f e ,  h e a l th ,  s a f e t y ,  o r economic w e ll-b e in g ?
2. C a n  t h e  p o t e n t i a l  u s e r s  b e  e x p e c t e d  to p o s s e s s  t h e  k n o w ­

l e d g e  n e e d e d  to p r o p e r l y  e v a l u a t e  t h e  q u a l i f i c a t i o n s  o f  

t h o s e  o f f e r i n g  s e r v i c e s ?

3. D o  t h e  b e n e f i t s  to t h e  p u b l i c  c l e a r l y  o u t w e i g h  a n y  p o ­
t e n t i a l  h a r m f u l  e f f e c t s ,  s u c h  as a d e c r e a s e  in t h e  a v a i l ­

a b i l i t y  o f  p r a c t i t i o n e r s ,  h i g h e r  c o s t s  o f  s e r v i c e s ,  a n d  
r e s t r i c t i o n  o n  o p t i m u m  u t i l i z a t i o n  o f  p e r s o n n e l ?

During o u r re v iew  to  d e te rm in e  i f  th e  B o a rd 's  l i c e n s in g  fu n c ­t io n  i s  r e q u ir e d  and m eets th e  p re v io u s ly  m entioned c r i t e r i a ,  we exam ined e x i s t i n g  com plim en ta ry  s t a t u t e s ,  c o m p la in ts , and 
v a r io u s  Board fu n c t io n s .  As a r e s u l t  o f  ou r exam ina tion  we 
found:
1. The Departm ent o f  En v iro nm en ta l C o n se rv a tio n  (DEC) i s  r e q u ir e d  by A la sk a  S t a tu t e  44-.46.020 to  adop t r e g u la t io n s  f o r  a s ta n d a rd  o f  c le a n l in e s s  and s a n i t a t i o n  in  connec tio n  w ith  th e  c o n s t r u c t io n ,  o p e ra t io n , and m ain tenance o f b a r ­b e r  shop s, h a i r d r e s s in g ,  o r co sm eto lo gy e s ta b l is h m e n ts .DEC has c o d i f ie d  r e g u la t io n s  t:o f u l f i l l  t h e i r  s t a t u t o r y  r e s p o n s i b i l i t y  in  lb  AAC 30.700-760. These s t a t u t e s  and r e g u la t io n s  p ro v id e  adequa te  p ro te c t io n  fo r  p u b lic  s a n i t a ­

t io n .
2. P o s tse c o n d a ry  E d u c a tio n , under th e  D epartm ent o f Educa­t i o n ,  i s s u e s  C e r t i f i c a t e s  o f R e g i s t r a t i o n  to  p o s tse c o n d ­

a ry  i n s t i t u t i o n s  (o f  which b a rb e r and b e a a ty  sch o o ls  a r e )  
t h a t  meet minimum s ta n d a rd s  co n ce rn in g  q u a l i t y  o f  educa­t i o n ,  e th i c a l  and b u s in e s s  p r a c t i c e s ,  h e a l th  and s a f e t y ,  and f i s c a l  r e s p o n s i b i l i t y  as r e q u ire d  by AS- 14.48.010. The se  s t a t u t e s  p ro v id e  p ro te c t io n  to  th o se  s tu d e n ts  who 
w ish  to  a t te n d  b eau ty  c o l le g e  o r b a rb e r  sc h o o l.
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The Departm ent o f Revenue, as r e q u ir e d  by AS 43 .70 .020 , i s s u e s  b u s in e s s  l ic e n s e s  to  in d iv id u a l s  en gag in g  in  b u s in e s s  in  t h i s  S t a t e .
In c lu d ed  in  OL in v e s t ig a t io n /c o m p la in t  f i l e s  were com­p l a i n t s  a g a in s t  Board members f o r  t h e i r  conduct d u r in g  
th e  S t a t e  e xam in a tio n . They in c lu d ed  a s k in g  im proper 
q u e s t io n s ,  such as where th e  s tu d e n t went to  sc h o o l, n o t a d e q u a te ly  exam in ing th e  work pe rfo rm ed  by th e  s t u ­d e n t, changing f i n a l  g ra d e s , in c lu d in g  th e  g rade  o f  a Board  member's a p p re n t ic e , and h o ld in g  th e  exam ina tio n  
o n ly  in  F a irb a n k s  and Anchorage (s e e  Recommendation No. 1 ).

As a r e s u l t  o f  our e xam in a tio n , we conclude th a t  th e re  i s  n o t s u f f i c i e n t  re a so n  to  su p p o rt th e  l i c e n s in g  o f  s c h o o ls , schoo l ow ners, shop ow ners, and i n s t r u c t o r s .  The l ic e n s in g  
o f p r a c t i t i o n e r s  can be done by th e  D iv is io n  o f O ccupa tiona l 
L ic e n s in g  by l ic e n s in g  th o se  in d iv id u a ls  who have met p re d e ­te rm in ed  e d u c a tio n a l o r e xp e rie n c e  q u a l i f i c a t i o n s .
An a l t e r n a t i v e  to  l i c e n s in g  o f p r a c t i t i o n e r s  would be c e r t i ­
f i c a t i o n .  C e r t i f i c a t i o n  i s  a fo rm  o f  S t a t e  r e g u la t io n  th a t re c o gn iz e s  in d iv id u a ls  who have met p red e te rm in ed  q u a l i f i c a ­
t io n s  e s ta b l i s h e d  by a s t a t e  agency. Only th o se  who meet th e  q u a l i f i c a t i o n s  may l e g a l l y  use th e  d e s ig n a te d  t i t l e .  
N o n -c e r t i f ie d  in d iv id u a ls  may o f f e r  s im i l a r  s e r v ic e s  to  the  p u b lic  as long  as th ey  do n o t d e sc r ib e  th em se lve s as b e in g  
" c e r t i f i e d . "

we recommend th a t  th e  Board o f  B a rb e rs  and H a ir ­d r e s s e r s  shou ld  be a llow ed to  te rm in a te  on Ju n e  30, 1984.
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F INDINGS AND R ECOM MENDATIONS

The Board o f  B a rb e rs  and H a i rd r e s s e r s  shou ld  be a llow ed to  te rm in a te  on Ju n e  30, 1984.
The p r im a ry  pu rpo se  o f  a r e g u la to r y  board  w ith  a l ic e n s in g  fu n c t io n  i s  to  p r o te c t  th e  p u b l ic .  The q u e s t io n s  th a t  have 
; be e v a lu a te d  to  d e te rm in e  i f  l i c e n s in g  i s  needed a re :
1. Does th e  u n lic e n se d  p r a c t ic e  pose a s e r io u s  r i s k  to  th e  con sum ers1 l i f e ,  h e a l th ,  s a f e t y ,  o r economic w e ll-b e in g ?
2. Can th e  p o te n t ia l  u s e r s  be expec ted  to  p o s se s s  th e  know­led g e  needed to  p ro p e r ly  e v a lu a te  th e  q u a l i f i c a t i o n s  o f th o se  o f f e r i n g  s e rv ic e s ?
3. Do th e  b e n e f i t s  to  th e  p u b lic  c l e a r l y  ou tw eigh  th e  po­t e n t i a l  h a rm fu l e f f e c t s ,  such as a d e c re a se  in  the  a v a i l a b i l i t y  o f p r a c t i t i o n e r s ,  h ig h e r  c o s ts  o f s e r v ic e s ,  and r e s t r i c t i o n  on optimum u t i l i z a t i o n  o f  p e rsonn e l?
D u ring  ou r re v iew  to  d e te rm ine  i f  th e  B o a rd 's  l i c e n s in g  fu n c ­
t io n  i s  r e q u ire d  and m eets th e  p re v io u s ly  m entioned c r i t e r i a ,  
we exam ined e x i s t i n g  com plim en tary s t a t u t e s ,  c o m p la in ts , and v a r io u s  Board fu n c t io n s .  As a r e s u l t  o f our exam ina tion  we 
found :
A. In  two in s ta n c e s  a f t e r  th e  p r a c t i c a l  exam ina tion  was g iv e n  and g rad e s  were c a lc u la te d ,  Board members and 

exam in a tio n  p ro c to r s  rev iew ed  th e  g ra d e s  and changed s i x  In d iv id u a l s '  f a i l i n g  g ra d e s  to  p a s s in g  g ra d e s  (s e e  Recommendation No. 4 ).
B. F o r  th e  p a s t  two and a h a l f  y e a r s ,  S ta te  e xam in a tio n s have been h e ld  e x c lu s iv e ly  in  Anchorage and F a i rb a n k s .

Of th e  l a s t  12 exams, 9 have been in  Anchorage and 3 
have been in  F a i rb a n k s . T h is  p re s e n ts  an economic h a rd ­sh ip  to  th o se  s tu d e n ts  who w ish  to  ta k e  th e  exam ina tion  from  o th e r  p a r t s  o f  th e  S t a t e ,  because th ey  must pay t r a v e l  and l i v i n g  expenses f o r  th em se lve s and t h e i r  model f o r  up to  th re e  day s.

C. The re  have been numerous com p la in ts  made to  th e  D iv is io n  o f O ccupa tiona l L ic e n s in g  con ce rn in g  the B o a rd 's  conduct d u r in g  th e  S ta te  e xam in a tio n .
D. The Board i s s u e s  d u p l ic a t iv e  and u nn ece ssa ry  l ic e n s e s  which o n ly  provide, an o th e r la y e r  o f l ic e n s in g  w ith o u t 

p ro v id in g  any a d d i t io n a l  p u b lic  p ro te c t io n  (s e e  Recommen­d a tio n  No. 2 ) .
The l ic e n s in g  o f  p r a c t i t i o n e r s  cou ld  be done by th e  D iv is io n  
o f  O ccupa tio n a l L ic e n s in g  by l ic e n s in g  th o se  in d iv id u a ls  who have met p red e te rm in ed  ed u ca tio n  and e xp e rie n c e  q u a l i f i c a -
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t i o n s . These q u a l i f i c a t i o n s  cou ld  be o b ta in ed  from  e i t h e r  sc h o o lin g  o r  a p p re n t ic e s h ip  a t  th e  h o u r ly  re q u irem en t a lre a d y  
e s ta b l i s h e d  in  th e  r e g u la t io n s .
An a l t e r n a t i v e  to  th e  l i c e n s in g  o f  p r a c t i t i o n e r s  would be c e r t i f i c a t i o n .  C e r t i f i c a t i o n  g r a n ts  r e c o g n i t io n  to  i n d i v i ­
d u a ls  who have met p red e te rm in ed  q u a l i f i c a t i o n s .  Only th o se  
who have n e t  th e se  q u a l i f i c a t i o n s  may l e g a l l y  u se  th e  d e s ig ­n a te d  t i t l e ,  how everr  n o n c e r t i f i e d  in d iv id u a l s  may o f f e r  
s im i l a r  s e r v ic e s  to  th e  p u b l ic  as lo n g  as th ey  do n o t de­s c r ib e  th em se lv e s a s b e in g  c e r t i f i e d .  T h is  would a s s i s t  th e  p u b l ic  in  id e n t i f y i n g  com peten t p r a c t i t i o n e r s .
Because th e  p u b l ic  can be ad eq u a te ly  p ro te c te d  th ro u gh  e i t h e r  
l i c e n s in g  o r  c e r t i f y i n g  p r a c t i t i o n e r s ,> we recommend th a t  th e  
Board o f  B a rb e rs  and H a i rd r e s s e r s  be a llow ed  to  te rm in a te  on Ju n e  30, 1984.
Hoxtfever, in  th e  e v en t th a t  th e  Board i s  r e e s ta b l i s h e d  we 
recommend th e  fo l lo w in g  changes be made in  t h e i r  o p e ra tio n s- .
Recommendation No. 2
The Board shou ld  seek  l e g i s l a t i o n  th a t  would reduce and r e ­s t r i c t  i t s  v a r io u s  l i c e n s in g  fu n c t io n s .
The Board , in  a d d i t io n  to  t e s t i n g  in d iv id u a l  p r a c t i t i o n e r s  to  d e te rm in e  t h e i r  minimum q u a l i f i c a t i o n s  f o r  l i c e n s u r e ,  
a ls o  i s s u e s  fo u r  o th e r  c a te g o r ie s  o f  l i c e n s e s .  These o th e r  c a te g o r ie s  a re  s c h o o ls , sch oo l ow ners, shop owners, and ir.-  ̂s t r u c t o r s .  Each o f  th e se  a d d i t io n a l  c a te g o r ie s  r e p re s e n t  an e x t r a  u n n e c e ssa ry  la y e r  o f  l i c e n s in g ,  s p e c i f i c a l l y :
A. S ch oo ls  -  AS 08.13.185 e s t a b l i s h e s  th e  fe e  and 12 AAC- 09.125 e s t a b l i s h e s  th e  re q u irem en ts  f o r  schoo l l ic e n s e s  and in  summary th ey  a r e :

1. An i n i t i a l  fe e  o f  $700 and b ie n n ia l  renew al fe e  o f$400.
2. A C e r t i f i c a t e  o f  R e g i s t r a t i o n  is su e d  by th e  D ep a rt­ment o f  E d u c a tio n .
3. The name o f  th e  schoo l owner.
4. The lo c a t io n  o f th e  schoo l w ith  an e x a c t d e s c r ip ­t io n  o f  th e  f l o o r  p lan  th a t  m eets th e  B o a rd 's  s p e c i f i c a t i o n s .

In  a d d i t io n  to  th e  l ic e n s e  is su e d  by th e  Board , a schoo l has to  o b ta in  a b u s in e s s  l ic e n s e  is s u e d  by th e  D epartm ent o f Revenue which a ls o  r e q u i r e s  th e  ow ner's name, schoo l lo c a ­
t io n ,  and a $25.00 fe e .  In  o rd e r  to  o b ta in  a C e r t i f i c a t e  o f R e g i s t r a t i o n  from  th e  Departm ent o f  E d u c a tio n , th e  schoo l has to  meet th e  minimum s ta n d a rd s  s e t  o u t in  AS 14.48.060. 
Among th e se  a r e ,  th e  schoo l can o p e ra te  so th a t  " th e  q u a l i t y  and c o n te n t c f  each cou rse  o r program  o f i n s t r u c t i o n ,  t r a i n -
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in g  o r  s tu d y  a re  such as may re a so n a b ly  and ad eq u a te ly  a ch ieve  th e  s t a t e d  o b je c t iv e  f o r  which th e  co u rse  o r p rogram  i s  o f f e r e d , "  and, th a t  " th e  i n s t i t u t i o n  h a s , o r has a cc e ss  to  adequa te  sp ace , equ ipm ent, i n s t r u c t i o n a l  m a te r i a l s ,  and 
p e rso n n e l where a p p l ic a b le  to  a ch ie v e  th e  s t a t e d  o b je c t iv e  o f  th e  cou rse  o r p rogram  o f  s tu d y . "  The re  i s  an i n i t i a l  
$100 fe e  w ith  a d d i t io n a l  renew al fe e s  f o r  th e  C e r t i f i c a t e  o f  R e g i s t r a t io n .
B. Schoo l Owner - AS 08.135 e s t a b l i s h e s  th e  fe e  and 12- AAC 09.120 e s t a b l i s h e s  th e  re q u irem en ts  f o r  a schoo l ow ner's l ic e n s e  and in  summary th e y  a r e :

1. An i n i t i a l  fe e  o f  $70 w ith  a b ie n n ia l  renew al fe e  o f  $60.
2. The names o f  a l l  p a r t i e s  h av in g  f i n a n c i a l  i n t e r e s t  in  th e  sch o o l.
3. A copy o f  che v a l id  bond f i l e d  w ith  th e  D epartm ent o f  E d u c a tio n .

A ga in , a b u s in e s s  l ic e n s e  r e q u i r e s  th e  names o f  th e  ow ners, and th e  bond i s  a lre a d y  re q u ire d  to  be f i l e d  w ith  th e  D ep a rt­ment o f  E d u c a tio n .
C. S h o p  O w n e r  - A S  08.13.185 e s t a b l i s h e s  t h e  f e e  a n d  12 A A C  09.110 e s t a b l i s h e s  t h e  r e q u i r e m e n t s  f o r  a s h o p  o w n e r ' s  

l i c e n s e  a n d  in s u m m a r y  t h e y  are:

1. An i n i t i a l  fe e  o f  $45 w ith  a b ie n n ia l  renew al fe e  o f $40.
2. The b u s in e s s  name, p h y s ic a l lo c a t io n ,  and a d d re s se s  o f  a l l  shops owned.
3. A r e p o r t  o f  a s a n i t a r y  h e a l th  in s p e c t io n  by th e  

D epartm ent o f En v iro n m en ta l C o n se rv a tio n .
4. The l ic e n s e  number o f  th e  p r a c t i t i o n e r  employed asa manager o f  th e  shop i f  th e  owner i s  n o t a l ic e n se d  p r a c t i t i o n e r .

The Departm ent o f En v iro nm en ta l C o n se rv a tio n  has independen t s t a t u to r y  a u th o r i t y  in  AS 44.46.020 to  adop t r e g u la t io n s  f o r  
" s ta n d a rd  o f c le a n l in e s s  and s a n i t a t i o n  in  connec tion  w ith  th e  c o n s t ru c t io n ,  o p e ra t io n , and m ain tenance o f , . . b a rb e r ­shop s, h a i r d r e s s in g  o r co sm eto logy e s ta b l i s h m e n t s . "  A ga in , a b u s in e s s  l ic e n s e  r e q u i r e s  th e  name and lo c a t io n  in fo rm a ­t io n .  The fo u r th  req u irem en t i s  u n n e c e s sa ry ; th e re  i s  no 
a d d i t io n a l  p ro te c t io n  ga in ed  from  h av in g  a l ic e n se d  p r a c t i ­t io n e r  a s owner o r manager when a l l  th e  employees have to  be l ic e n se d  p r a c t i t i o n e r s .
D. I n s t r u c t o r s  - T h e  s t a t u t o r y  a u t h o r i t y  f o r  l i c e n s i n g  

i n s t r u c t o r s  is c o n s t r u e d  f r o m  AS 08 .13 .185 , w h i c h
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e s t a b l i s h e s  an i n s t r u c t o r ' s  l ic e n s e  fe e  o f $70 and a $60 b ie n n ia l  renew al fe e .  U sing t h a t  as a u th o r i t y ,  th e  Board adop ted  r e g u la t io n s  f o r  l i c e n s in g  o f  i n s t r u c t o r s .  The 
l i c e n s in g  re q u irem en ts  e s ta b l i s h e d  in  th e  r e g u la t io n  a re  summarized as fo l lo w s :

1. A c u r r e n t  p r a c t i t i o n e r ' s  l i c e n s e .
2. Th ree  y e a rs  o f  p r a c t ic e  o r  one y e a r o f  p r a c t i c e  and s ix -h u n d re d  hou rs o f  s tu d e n t i n s t r u c t o r  t r a i n i n g .
3. P a s s in g  th e  w r i t t e n  and p r a c t i c a l  p o r t io n s  o f  th e  i n s t r u c t o r ' s  e xam in a tio n  g iv e n  by th e  Board .

The. l i c e n s in g  o f th e s e  i n s t r u c t o r s  i s  n o t n e c e s s a ry  s in c e  th e  t h i r d  minimum s ta n d a rd  r e q u ire d  by th e  D epartm en t c f  E d u c a tio n  f o r  t h e i r  C e r t i f i c a t e  o f  R e g i s t r a t i o n  in  AS 14.48- 
.060 i s  th a t  " th e  e d u c a tio n  o r e xp e rie n c e  q u a l i f i c a t i o n s  o f d i r e c t o r s ,  a d m in i s t r a to r s ,  s u p e r v i s o r s ,  and i n s t r u c t o r s  a re  such as may re a so n a b ly  in s u re  th a t  th e  s tu d e n ts  w i l l  re c e iv e  
e d u c a tio n  c o n s i s te n t  w ith  th e  o b je c t iv e s  o f th e  co u rse  o r p rogram  o f s tu d y . "
As we have seen , each o f  th e  fo u r  c a te g o r ie s  r e p r e s e n t  an 
u n n e ce ssa ry  and d u p l ic a t iv e  l ic e n s in g  fu n c t io n .
The Board t e s t s  each in d iv id u a l  to  d e te rm in e  i f  th e y  have th e  minimum q u a l i f i c a t i o n s  to  p r a c t ic e  a l l  phase s o f  t h e i r  
p r o fe s s io n .  T h e re fo re ,  th e  a d d i t io n a l  c a te g o r ie s  o f  l i c e n s ­in g  p ro v id e  no a d d i t io n a l  p u b lic  p r o te c t io n .
Recommendation No. 3
T h e  B o a r d  s h o u l d  r e v i e w  e x i s t i n g  s t a t u t e s  a n d  r e g u l a t i o n s  
a n d  s e e k  a p p r o p r i a t e  r e v i s i o n  w h e r e  n e c e s s a r y .

D uring  ou r e x am in a tio n , we rev iew ed  th e  B o a rd 's  s t a t u t e s  and r e g u la t io n s  to  d e te rm in e  i f  any were o b s o le te ,  vague , o r un­d u ly  r e s t r i c t i v e .  Exam ples o f what we found a re  as fo l lo w s :
A. The Board has p rom u lga ted  c o n s id e ra b le  r e g u la t io n s  f o r  

th e  l i c e n s in g  o f  i n s t r u c t o r s  when th e  o n ly  s t a t u to r y  a u th o r i t y  to  i s s u e  i n s t r u c t o r s '  l i c e n s e s  i s  im p lie d  by AS 08.13.185 which d e f in e s  l ic e n s e  fe e s .
B. AS 08.13.120 a u th o r iz e s  and 12 AAC 09 .110 (b ) p ro v id e s  th e  c r i t e r i a  f o r  th e  l ic e n s in g  o f  shop s, however, th e  Board does n o t l ic e n s e  shop s.
C. AS 08.13.120 a ls o  r e q u i r e s  th a t  e i t h e r  th e  shop owner be a l ic e n se d  p r a c t i t i o n e r ,  o r employ a l ic e n s e d  p r a c t i t i o n ­

e r  as th e  m anager. S in c e  a l l  p r a c t i t i o n e r s  in  th e  shop must be l ic e n s e d ,  th a t  re q u irem en t i s  n o t n e c e s s a ry .
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AS 08.13.030 p ro v id e s  th a t  th e  Board s h a l l  e x e rc is e  g e n e ra l c o n tro l  o ve r th e  v o c a tio n s  o f  b a rb e r in g , h a i r d r e s s in g ,  and co sm e to lo gy . T h is  canno t be done e f f e c t i v e l y  w ith o u t c le a r  
and co n c ise  s t a t u t e s  and r e g u la t io n s .  T h e re fo re ,  th e  Board 
shou ld  re v iew  t h e i r  J t a t u t e s  and r e g u la t io n s  f o r  o b so le s ­cence, v a g u en e ss , and r e s t r i c t i v e n e s s ,  and p ropose  app ro ­
p r i a t e  changes where n e c e s s a ry .
R e c o m m e n d a t i o n  No. 4 .

The Board shou ld  improve t h e i r  p ro cedu re s f o r  th e  a d m in is t r a ­t io n  o t th e  S ta te  e x am in a tio n .
We rev iew ed  th e  exam ina tio n  fu n c t io n  o f  th e  Board and no ted  prob lem s and com p la in ts  conce rn in g  th e  B o a rd 's  a d m in i s t r a t io n  o f th e  e x am in a tio n , s p e c i f i c a l l y :
A. The S t a t e  exam ina tion  i s  c u r r e n t ly  g iv e n  on ly  in  

Anchorage and F a i rb a n k s . W hile we re c o gn iz e  th a t  th e se  lo c a t io n s  r e p re s e n t  th e  re s id e n c e  o f  a la r g e  m a jo r i ty  
o f  s tu d e n ts  ta k in g  th e  e x am in a tio n , th e re  rem ain s a h ig h  economic c o s t to  s tu d e n ts  from  o th e r  p a r t s  o f  th e  S t a t e  who have to  pay t r a v e l  and l i v i n g  expen ses f o r  
th em se lv e s and t h e i r  model fo r  th e  d u ra t io n  o f th e  exam­in a t io n .  We su g g e s t th a t  th e  Board a d m in is te r  th e  exam­
in a t io n  p e r io d ic a l l y  s ta tew id e  w ith  th e  p o s s ib le  use o f exam in a tio n  p ro c to r s .

B. A f t e r  two s e p a ra te  e x am in a tio n s , th e  Board members and p ro c to r s  met a f t e r  th e  p r a c t i c a l  exam ina tion  had been com p le ted . They rev iew ed the  sco re  s h e e ts  and in  s i x  
c a s e s ,  changed f a i l i n g  g rad e s to  p a s s in g  g ra d e s . The D iv is io n  o f  O ccupa tiona l L ic e n s in g  has n o t i f i e d  the  
Board th a t  g ra d e s  cannot be changed a t  a p o s t-e x am in a - t io n  re v iew  s e s s io n .

C. The D iv is io n  o f O ccupa tiona l L ic e n s in g  has re c e iv e d  numerous coir p la in t s  from  s tu d e n ts  con ce rn in g  Board mem­b e r s ’ b e h a v io r d u rin g  the  p r a c t i c a l  e x am in a tio n . The com p la in ts  in c lu d ed  Board members a s k in g  s tu d e n ts  q u e s­
t io n s  such as where th ey  went to  sc h o o l, and no t ade­q u a te ly  check ing  th e  work done by th e  s tu d e n ts .  A ga in , O ccupa tiona l L ic e n s in g  se n t a l e t t e r  to  th e  Board ad­d r e s s in g  th e se  and o th e r  p roblem s and o f fe r e d  su g g e s ­t io n s  f o r  t h e i r  p o s s ib le  r e s o lu t io n .

A cco rd ing  to  AS 08 .13 .030 , i t  i s  th e  B o a rd 's  du ty  to  examine a p p l ic a n ts  and approve the  is su a n c e  o f  l ic e n s e s  and p e rm its  to  p r a c t i c e .  We, th e r e fo r e ,  recommend th e  Board improve 
t h e i r  p ro ced u re s fo r  a d m in is te r in g  the  S ta te  exam ina tio n .
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*t■■ -, J yy- Hfr*

ANALYSIS OF PUBLIC NEED

L im ite d  A n a ly s is
The fo l lo w in g  a n a ly se s  in d ic a te  b o th  p o s i t i v e  and n e g a t iv e  f a c to r s  as th e y  r e l a t e  to  th e  p u b lic  need as d e fin e d  in  th e  " s u n s e t "  law . These a n a ly se s  a re  n o t in te n d ed  to  be compre­
h e n s iv e , b u t to  a d d re s s  th o se  a re a s  we were a b le  to  cove r d u r in g  ou r re v iew .

I . The e x te n t to  which th e  b o a rd , comm ission o r programhas o p e ra te d  in  th e  p u b l ic  i n t e r e s t .
A. The Board i s s u e s  l ic e n s e s  to  s c h o o ls , schoo l ow ne rs ,shop owners, and i n s t r u c to r s  th a t  a re  u n n e c e ssa ry(s e e  Recommendation No. 2 ) .
B. The Board has o n ly  h e ld  th e  S t a t e  e x am in a tio n s in  

F a irb a n k s  and Anchorage . Of th e  l a s t  12 exam ina­t i o n s ,  9 have been in  Anchorage and 3 in  F a i rb a n k s .
T h is  can cause an economic h a rd sh ip  to  in d iv id u a l s  
from  o th e r  p a r t s  o f  th e  S ta te  who have to  t r a v e l  to  ta k e  th e  exam ina tion  (s e e  Recommendation No. 4 ).

I I . The e x te n t to  which th e  o p e ra tio n  o f  th e  b o a rd , commis­s io n , o r agencv program  has been impeded o r enhanced by e x i s t i n g  s t a t u t e s ,  p ro c e d u re s , and p r a c t ic e s  which i t  
'has adop ted , and any o th e r  m a t te r ,  in c lu d in g  b u d g e ta ry , re so u rc e , and p e rso n n e l m a t t e r s .
A. The Board i s  no t i s s u in g  shop l ic e n s e s  as re q u ire d  

by A la sk a  S ta tu te  03.13.120 (s e e  Recommendation No. 3 ) .
I I I .  The e x te n t to  which th e  boa rd , comm ission o r agency has recommended s t a t u t o r y  changes which a re  g e n e ra l ly  o f b e n e f i t  to  th e  p u b lic  i n t e r e s t .

A. The Board p roposed  v a r io u s  s t a t u t o r y  changes to  d e ­f i n i t i o n s  o f  a c o sm e tic ia n , an i n s t r u c t o r ,  and o th e r  
s t a t u t o r y  a re a s . None o f  th e se  changes have been su bm itte d  to  th e  L e g i s l a tu r e  from  th e  E x e c u tiv e  B ranch .

IV . The e x te n t to  which th e  boa rd , commission o r agency has encouraged in te r e s t e d  p e rso n s to  r e p o r t  to  i t  c o n ce rn in g  th e  e f f e c t  o f i t s  r e g u la t io n s  and d e c is io n s  on th e  e f ­
fe c t iv e n e s s  o f s e r v ic e ,  economy o T ~ se rv ic e , and a v a i l a ­b i l i t y  o f s e r v ic e  which i t  has p ro v id e d !
A. Board m ee tin g s a re  announced to  the  p u b l ic .  Com­ments on r e g u la t io n  changes a re  s o l i c i t e d  by an ­nouncement in  p u b lic  new spapers. The Board does 

n o t a c t i v e ly  s o l i c i t  comments on i t s  e f f e c t i v e n e s s .
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V. The e x te n t to  which th e  boa rd , comm ission o r agency Eas~ encouraged p u b l ic  p a r t i c i p a t i o n  in  th e  making o f 
i t s  r e g u la t io n s  and d ec is io n s^
A. The Board has p u b lish e d  n o t ic e s  o f  i t s  m ee tin g s 

in  Anchorage , F a i rb a n k s , and Ju n e au . However, 
such n o t ic e s  have n o t a lw ays been p u b lish e d  in  a c o n s i s te n t  and t im e ly  manner a s re q u ire d  by s t a t ­u te  .

V I. The e f f i c i e n c y  w ith  which p u b l ic  in q u i r i e s  o r com­p l a i n t s  re g a rd in g  the  a c t i v i t i e s  o f  th e  boa rd , commis­s io n  o r agency f i l e d  w ith  i t ,  w ith  th e  departm en t to  
which a b o a rd , o r commission i s  a d m in i s t r a t i v e ly  a s ­s ig n e d , o r w ith  th e  o f f i c e  o f  th e  ombudsman have been p ro c e sse d  and r e s o lv e d .
A. D uring our re v iew , we found th e  ave rage  case le n g th  f o r  com p la in ts  and in v e s t i g a t io n s  f i l e d  w ith  th e  O ff ic e  o f th e  Ombudsman to  be a p p ro x i­

m a te ly  1 month; w ith  th e  D iv is io n  o f  O ccupa tiona l L ic e n s in g ,  a p p ro x im a te ly  7 m onths, and; w ith  th e  A tto rn e y  G e n e ra l's  O f f ic e ,  Consumer P ro te c t io n  
Agency was a p p ro x im a te ly  1 month.

V I I . The e x te n t to  which a board  o r comm ission which 
T a t e s  e n t r y  in to  an o ccupa tio n  o r p ro fe s s io n  has

re
s e n

es e n t r y  i n t o  a n  o c c u p a t i o n  o r  p r o f e s s i o n -  
t e d  q u a l i f i e d  a p p l i c a n t s  to s e r v e  t h e  p u b l

Pr e ~
1 C

A. In  two in s ta n c e s  a f t e r  th e  p r a c t i c a l  exam ina tion  was com pleted and th e  f i n a l  g ra d e s  were c a lc u ­la te d ,  th e  Board members and exam ina tion  p ro c to r s  rev iew ed  th e  g ra d e s  and changed s i x  in d iv id u a ls '  
g rad e s  in  v a r io u s  s e c t io n s  o f  th e  exam ina tion  
from  f a i l i n g  to  p a s s in g  (s e e  Recommendation Nos.1 and 4 ).

B. A cco rd in g  to  the  D iv is io n  o f  O ccupa tiona l L ic e n s ­in g ' s  re c o rd s  f o r  th e  F i s c a l  Y ea r 1982, th e re  were 
a t o t a l  o f 464 new l ic e n s e s  is s u e d .  Of th e se  new l i c e n s e s ,  181 were is s u e d  by c r e d e n t ia l s .

V I I I .  The ex ten t: to  which s t a t e  p e rso n n e l p r a c t i c e s ,  in c lu d ­
in g  a f f i rm a t i v e  a c t io n  re q u ire m e n ts , have been com­p l ie d  w ith  by th e  boa rd , comm ission o r agencv to  i t s  cwn a c t i v i t i e s  and the  a re a  o l a c t i v i t y  o r i n t e r e s t .
A. A p p lic a t io n s  f o r  l ic e n s u re  as a p r a c t i t i o n e r  r e ­q u ire  in fo rm a tio n  and pho tog raph s which the  D iv i ­s io n  o f  Equal Employment O ppo rtu n ity  (EEO) be­l i e v e s  may no t be n e c e s s a ry  to  de te rm ine  th e  q u a l­i f i c a t i o n s  o f  the  a p p l ic a n t .
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IX . The e x te n t  to  which s t a t u t o r y ,  r e g u la to r y ,  b u d g e tin g  or  ocher changes a re  n e c e s s a ry  to  enab le  th e  agency^ 
board  o r comm ission to  b e t t e r  s e rv e  th e  i n t e r e s t s  o fth e p u b lic  and to  comply w ith  th e  f a c to r s  enumeratedin  t h is  su b se c tio n .
P le a se  r e f e r  to  th e  recommendations s e c t io n  o f t h i s  r e p o r t .
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A P P E N D I X  A  

BOARD O F  B A R B E R S  A N D H A I R D R E S S E R S
r e v e n u e s  c o m p a r e d  W i t h  e x p e n d i t u r e s

For che Fiscal Y e a r  End e d  June 30, J.9’82

(UNAUDITED)
(Note 1)

A v e r a g e  R e v enues (Note 2) $75,697

Less: E x p e n d i t u r e s  (Note 3) 70,713

Ex c e s s  of E x p e n d i t u r e s  S A . 984
O v e r  Revenues

R e v e n u e  Tvp e _________________________

S c h o o l
Sch o o l  R e newal
S c h o o l  Ow n e r
Sch o o l  O w n e r  R e newal
I n s t r u c t o r
I n s t r u c t o r  R e newal
Sho p  Own e r
Sho p  Own e r  R e newal
B a r b e r  P r a c t i t i o n e r
Ba r b e r  P r a c t i t i o n e r  Renewal
H a i r d r e s s e r  P r a c t i t i o n e r
H a i r d r e s s e r  P r a c t i t i o n e r  Renewal
C o s m e t o l o g y  P r a c t i t i o n e r
C o s m e t o l o g y  P r a c t i t i o n e r  Renewal
T e m p o r a r y  Permit
Student Permit
E x a m i n a t i o n
I n v e s t i g a t i o n
D e l i n q u e n t  Fee for L a t e  R enewal

A m o u n t  C o l l e c t i o n  Time

$ 700 W i t h  license issuance
400 B i e n n i a l l y
70 W i t h  license issuance
60 B i e n n i a l l y
70 W i t h  license issu ance
60 B i e n n i a l l y
45 W i t h  license issuance
40 B i e n n i a l l y
55 W i t h  li cense renewal
40 B i e n n i a l l y
55 W i t h  license issu ance
40 B i e n n i a l l y
45 W i t h  li cense issuance
30 Bi e n n i a l l y
30 W i t h  permit issuance
20 W i t h  permit issuance
25 W i t h  a p p l i c a t i o n
25 W i t h  a p p l i c a t i o n
20 W i t h  a p p l i c a t i o n

No t e  1

Th i s  r e v e n u e / e x p e n d i t u r e  c o m p a r i s o n  was p r e p a r e d  fro m  a v a i l a b l e  records 
and d i s cussions w i t h  O c c u p a t i o n a l  L i c e n s i n g  personnel. Tho r e cords w e r e  
n o t  a u d i t e d  by us and a c c o r d i n g l y  w e  do not ex p r e s s  an o p i n i o n  on the 
Bo ard's Reven u e s  C o m p a r e d  w i t h  Expenditures.

N o t e  2

T h e  m a j o r i t y  of the revenues c o l l e c t e d  are c o m p o s e d  of license renew al  
fees. The s e  fees are c o l l e c t e d  by most boards once ev e r y  two or four 
yea r s  and causes revenues in one y e a r  to be m u c h  gr e a t e r  than the r e v e­
nue s  c o l l e c t e d  in the nex t  year. T h erefore, w e  c a l c u l a t e d  and r e p o r t e d  
an a v erage of the revenues c o l l e c t e d  iu Fiscal Years 1981 and 1982 in 
o r d e r  to obt a i n  a m ore a c c urate  r e p r e s e n t a t i o n  of r e v enues collected.

Not e  3

E x p e n d i t u r e s  include those m a d e  by bo a r d  members, such as travel and per 
diem, and an a l l o c a t e d  p e r c e n t a g e  (estim ated) of total a d m i n i s t r a t i v e  e x­
pen s e s  of the D i v i s i o n  of O c c u p a t i o n a l  Licensing. T h e y  do not include 
e x p e n d i t u r e s  for efforts of o t h e r  depa r t m e n t s  (such as the D e p a r t m e n t  of 
Law) a s s i s t i n g  the boards and the Di vision.

STATE OF  ALASKA -17- d i v i s i o n  O F  LEG IS LAT IVE  A U J I T
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  &  
E C O N O M IC  D E V E L O P 71K \ T

OFFICE OF THE COMMISSIONER

August 12, 1983

Mr. Gerald Wilkerson, CPA 
Legislative Auditor 

Division of Legislative Audit 
Legislative Affairs Agency 
Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

Re: Preliminary Audit Report

Board of Barbers and Hairdressers

Thank you for the opportunity to comment on the Preliminary Audit Report 
of the Board of Barbers and Hairdressers. We have reviewed your recommenda­
tions and, based on information you supplied and information in our 

files, at this time we concur that the Board of Barbers and Hairdressers
should be allowed to terminate on June 30, 1984.

Opposition to this position will come from licensed professionals. The 
consuming public has indicated neither support for continuing nor dissolv­

ing the board. Complaints have been made that the board was not acting 
in the best interests of hairdresser students.

RECOMMENDATION #1

The Board of Barbers and Hairdressers should be allowed to terminate on 
June 30, 1984.

We would concur. However, we will respond to those individual items 
your report has listed as A, B, C, and D.

Item A. We concur. This problem did occur. The division has attempted

to correct this type of action by requiring the Licensing 
Examiner to place the score sheets in a sealed envelope.

Item B. Your assessment is correct. However, Anchorage and Fairbanks 

are the only locations where there are schools with sufficient 
facilities that can accommodate the number of applicants who 
must be tested.

Item C. This statement is correct. Complaints have been discussed 

with the board.

Item D. Response follows (see Recommendation HZ).

pouch o
JUNEAU, ALASKA 9981' 
PHONE: 465-2500



Mr. Gerald Wilkerson, CPA -2- August 12, 1983

RECOMMENDATION #2

The board should seek legislation that would reduce and restrict its various 
licensing functions.

We disagree with the general assumption that the additional categories 
of licensure represent an unnecessary layer of licensing. Each category 

evaluates and identifies separate functions. We would agree to eliminate 
the school owner license, but would strongly support continued licensing 
of the facility. Students are able to obtain State student loans to 
attend beauty and/or barbering schools. The school should be responsible 
for an accurate and legitimate course of training or instructions. We 
would not be opposed to having all fees paid to one State agency, be it 

Department of Education or the Department of Commerce and Economic 
Development.

We support some registration or recording of the shop owner, for public 
protection. It would be necessary to identify a responsible party for 

redress of damages in the event of public harm.

Because instructor fees are addressed in statutory language, it is 

assumed the legislative intent was another level of competency. It also 
substantiates a licensee just out of beauty school could not begin 
teaching others. We would support a position of graduation from a 
licensed school and a specified number of years in practical experience 

to qualify for an instructor's license.

The additional licensing does offer additional public protection by 

insuring competent practitioners.

RECOMMENDATION #3

The board should review existing statutes and ragulations and seek appropriat 
revision where necessary.

We would concur with this recommendation in substance. The board has 

continually worked on regulations. Efforts were made for statutory 
change.

RECOMMENDATION //A

The board should improve their procedures For the administration of the 

State examination.

We agree. Responses to the items listed as A, B, and C were provided on 

previous pages of this response.

Division records will reflect that efforts were made to address these 
problems and assist the board. They recently began training licensed 
professionals to serve as proctors. With the division's assistance, 

extra examinations were conducted to reduce the expanse to a number of 
applicants from the Kenai area.

- 2 0 -



Mr. Gerald Wilkerson, CPA -3- August 12, 1983

The division is currently polling the licensed professionals as to the 
attitude toward the existing State examination process. The survey asks 
if there is a need for State examinations.

We would encourage schools to assume responsibility of graduating compe­

tent, qualified professionals and to set graduation standards to ensure 
only those meeting professional criteria would receive diplomas or 
certificates.

Should the survey indicate a desire to eliminate State exams, we would 
look toward higher requirements in courses and for graduation.

Persons entering the profession by apprenticeship could be required to 
pass a school examination before licensure.

Again, thank you for the opportunity to respond to your Preliminary 

Audit .Report.

Sincerely,

Richard A. Lyon 
Commissioner

RAL/mc5/3
812a
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' M a r c h  1 , ' ' • ' * &

P. O. Box 47;.

June a u ,  A l a s k a  9 9 8 0 2 - 4 7 3

T h e  H o n o r a b l e  S e n a t o r  E l i a c o n  

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

P o u c h  V

June a u ,  A l a s k a  99811 

D e a r  S e n a t o r  Eliason:

My l e t t e r  is to '.ddress the B o a r d  o f  B a r b e r s  and H a i r d r e s s e r s  tha t  are up 

for S u n s e t  R e v i e w  by  y o u r  c o m m i t t e e  o n  M a r c h  6, 1984 a t  1 :70 p.m.

I w o u l d  like to a d d r e s s  two issues. One, w o u l d  b e  to h a v e  s t a t u t e  c h a n g e s  

r e g a r d i n g  AS .08.13.010, AS . 0 8 . 1 3 . 0 3 0  a n d  A S  . 0 8 ,1 3 . 0 4 0  all o f  w h i c h  I 

ha v e  h i g h l i g h t e d  o n  p a g e  7 o f  the a t t a c h e d  S t a t u t e  booklet.

Se c o n d l y ,  I w o u l d  ' Jk e  to a d d r e s s  t h i n g s  I feel w o u l d  g r e a t l y  i m p r o v e  the 

f u n c t i o n  o f  the !.»ard. T h i n g s  that a r e  n e c e s s a r y  if the p u b l i c  is to r e m a i n  

u n h a r m e d  or  d a m a g e d  b y  a n y t h i n g  that c o ul d  g o  w r o n g  in a s h o p  o r  school.

T h e s e  ar e  m y  s u g g e s t i o n s  in r e g a r d  to S t a t u t e  c h a n g e s  I feel n e e d  to b e  trade; 

W h e n  a p e r s o n  a p p l i e s  for a p p l i c a t i o n  to s e r v e  o n  this B o a r d  that h e / s h e  

m u s t  be l i c e n s e d  in the S tate of A l a s k a  at least 3 y e a r s  b e f o r e  e v e n  b e i n g  

c o n s i d e r e d  for the a p p o i n t m e n t .  T h a t  they  m a y  n o t  h a v e  a c o n f l i c t  of 

i n t e r e s t  s uch as b e i n g  i n s t r u c t o r s  in b e a u t y  c u l t u r e  s c h o o l s  o r  sch oo l  o w n e r s  

T h a t  they ma y  n o t  tes t  a n y o n e  wh o  lias b e e n  o r  is c u r r e n t l y  u n d e r  their 

i n s t r u c t i o n  w h e t h e r  it be in a s c h o o l  nr in an a p p r e n t i c e  program. That, 

a p u b l i c  m e m b e r  m a y  no t  aid in an y  f o r m  o f  e x a m i n a t i o n s ,  p r a c t i c a l  o r  w r i t t e n  

S e n a to r ,  I s tr o n g l y  feel that if these c h a n g e s  w e r e  m a d e  that the B o a r d  

w o u l d  not o n l y  h ave m o r e  e x p e r i e n c e  b u t  t h a t  there w o u l d  be m u c h  loss 

p r o b l e m  in g e t t i n g  an e f f e c t i v e  job d o n e  for the p e o p l e  of this State.

Curr e n t ly ,  there is a c o n f l i c t  o n  o u r  e x i s t i n g  B o a r d  a n d  that rela t e s  

d i r e c t l y  to this s e c t i o n  I h a v e  just r e f e r r e d  to. A f t e r  s t u d y i n g  the 

a b o v e  Statute, I then turned to p age 31 -in the S t a t u t e  booklet, w n i c h  

I ha v e  a l s o  h i g h l i g h t e d  for y o u r  i n f o r m a t i o n ,  and found a r e g u l a t i o n  m a d e  

by the Board, that s e t s  duties an d  f u n c t i o n s  for p r o c t o r s  a t  a level far 

e x c e e d i n g  the c u r r e n t  S t a t u t e  rules an d  r e g u l a t i o n s  set forth by the 

L e g i s l a t o r s  for the Board. T h i s  is a n  a r e a  w h e r e  I see that to be a B e a r d  

m e m b e r  y o u  n eed n o t h i n g  bu t  to be l i c e n s e d  as a B a r b e r  o r  a H a i r d r e s s e r  or 

b e  a m e m b e r  of the public. O t h e r  t h a n  that n o t h i n g  is r e q u i r e d  an d  sir.ee 

o u r  B o a r d was c o m b i n e d  in 1980, no S t a t u t e  c h a n g e  has b e e n  i n t r o d u c e d  

to e ven ch a n g e the w o r d i n g  so that the two p r o f e s s i o n s  are c o m b i n e d  to 

form a c o m p l e t e  Board. By this I m o a n  that m e r e l y  c o m b i n i n g  the B o a r d s  

i nto o n e  unit, that d o e s  not c o m p l e t e  the job. T h e  e n t i r e  s t r u c t u r e  

of l i c e n s e s  n e e d s t.o b o  b r o k e n  down, and c h a nged. If t h i s  is n o t  done 

t hen y o u  hav e c o n f l i c t s  at e x a m s  w h e n  B a r b e r s  are g r a d i n g  H a i r d r e s s e r s  and 

v i s e - v e r s a . A l l you g e t  is a r g u m e n t s  a n d  tha t  is not the p r o f e s s i o n a l  

a p p r o a c h  t.o anything. T h e s e  n e e d  to b e  c o m b i n e d ,  a b o v e  and b e y o n d  any 

o t h e r  m i n o r  p r o b l e m  c u r r e n t l y  facing tin. Board. A n o t h e r  r e a s o n  I b e l i a v D  

p r o b l e m s  h a v e  ar i s e n  s t e m  b ack to lack of r u l e s  a n d  r e g u l a t i o n s  r e g a r d i n g  

s e l e c t i o n  of B o ar d  membe r s .  We h a v e  ha d  a r a t h e r  l argo t u r n - o v e r  in 

m e m b e r s  o f  the last four y e a r s  and I feel t h a t  this c a n  be c h a n g e d  w i t h  

h i g h e r  s t a n d a r d s  set.

/



I w o u l d  l i k e  to m e n t i o n  that w h e n  a p u b l i c  m e m b e r  is or t! - B o a r d  that 

they s h o u l d  b e  e x e m p t  f r o m  t a k i n g  p a r t  in any xam i n a t i o n s.  'Ihis is 

t o t a l l y  u n p r o f e s s i o n a l .  I feel tha t  t h e y  s h o u l d  o b s e r v e  the o t h e r  2 o a r d  

m e m b e r s  in thi s  fu n c t i on ,  b u t  in no w a y  s h o u l d  they be a l l o w e d  to a c t u a l l y  

g r a d e  a s t u d e n t  i n  t h e i r  p e r f o r m a n c e .  A f t e r a l l ,  t h e y  are not l i c e n s e d  in 

t h i s  p r o f e s s i o n  a n d  it s t an d s  to r e a s o n  tha t  this m a k e s  no s e n s e  at a l l .

A  p u b l i c  m e m b e r  is v e r y  i m p o r t a n t  to h a v e  on a B o a r d  b u t  n o t  for g r a d i n g  

p u r p o s e s .  A  p u b l i c  m e m b e r  ca n  dc so m a n y  o t h e r  t h i n g s  r e l a t i n g  to tne 

B o a r d  a f t er a l l ,  l i c e n s i n g  is i m p o r t a n t  b u t  it is n o t  the m a i n  f u n c t i o n  

o f  the Board. T h e  B o a r d  is t h e r e  to p r o t e c t  the public.

Senator, a t  this tim e  I need to a l s o  s u g g e s t  that th e  B oard be g i v e n  

a u t h o r i t y  to p e r f o r m  s h o p  an d  s c h o o l  i n s p e c t i o ns .  I b e l i e v e  this w o u l d  

r e q u i r e  s t a t u t e  c h a n g e  as well. C u r r e n t l y  the D e p a r t m e n t  of E n v i r o m e n t a l  

C o n s e r v a t i o n  an d  H e a l t h  a n d  S o c i a l  S e r v i c e s  d o  i n s p e c t i on s .  However, I 

h a v e  b e e n  a s h o p  o w n e r  in J u n e a u  s i n c e  J a n u a r y  19S1 a n d  I w a s  i n s p e c t e d  

b e f o r e  I c o u l d  open. I w a s  i n s p e c t e d  a g a i n  in J a n u a r y  1983 a n d  a g a i n  l a s t  

month. T h i s  i n s p e c t i o n  w a s  a joke. I felt m o r e  l i k e  the p e r s o n  i n s p e c t i n g  

w a s  a b u i l d i n g  i n s p e c t o r  i n s t e a d  of a s a n i t a t i o n  i ns p e c t o r .  T h e y  w e r e  

so b u s y  p i c k i n g  ap<art the fac t  that m y  s h a m p o o  s i n k  di d  not h av e  a b a c k  

s t o p  r e g u l a t o r  a n d  t h a t  I d i d  n o t  h a v e  th e  trim w o r k  in m y  s h o p  c o m p l e t e  

y e t  tha t  t h e y  t o t a l l y  i g n o r e d  the fact tha t  I h a v e  sun tun b e d s  an d h o w  

do I c l e a n  t h e m  o r  w h e r e  m y  r e f u s e  g o e s  o r  h o w  1 c a r e  for m y  e q u i p m e n t  I 

us e  on m y  custo m e r s .  M y  i n s p e c t i o n  w a s  no t  o n  s a n i t a t i o n  and I felt the y  

had n o  r i g h t  four y e a r s  d o w n  the roa d  to p i c k  my s i n k  apart. T h e  B o ar d  

k n o w s  w h a t  to loo k  for in i n s p e c t i o n s  a n d  1 feel m o r e  i n s p e c t i o n s  w i l l  

be d o n e  b y  t hem thstn is c u r r e n t l y  b e i n g  d o n e  now. T h i s  is ’he m o s t  imperial.* 

a r e a  to p r o t e c t  the public. A s  J u n d e r s t a n d ,  the Bo a r d  o n l y  ha s  the 

a u t h o r i t y  to see th a t  p r o p e r  l i c e n s e s  are d i s p l a y e d .  T h e y  ca n  co m e  in 

and look a r o u n d  for g e n e r a l  c l e a n l i n e s s  but n o t  t h o r o u g h l y  inspect. T h e y  

ca n  m a k e  r e c o m m e n d a t i o n s  to the p r o p e r  D e p a r t m e n t s  b u t  b e c a u s e  t h o s e  

D e p a r t m e n t s  are u n d e r s t a f f e d ,  the i n s p e c t i o n s  of o u r  b u s i n e s s e s  ar e  low 

pri or i t y .  T h e y  w i l l  e v e n  tell y o u  t hey are too busy.

A r e a s  I feel v/ould i m p r o v e  E o a r d  f u n c t i o n s  are:

1. C o m b i n e  l i c e n s i n g

2. C r e a t e  s e p a r a t e  l i c e n s e s  c o m p a t n b l o  w i t h  o t h e r  S t a t e s  so p e o p l e  

m o v i n g  to A l a s k a  can w o r k  h e r e  too.

3. P r o v i d e  G r a n d f a t h e r  a n d  C o m o d y  l i c e n s i n g  for Barbers, w h o  jus t  

w a n t  to b e  Ba r b e r s  a n d  do n o  c h e m i c a l  work. Tha t  is there 

li v ihood, wh y  s h o u l d  t h e y  h a v e  to change.

4. S e p a r a t e  p e r s o n a l  f e e lings f r o m  p r o f e s s i o n a l  ones. D o n ' t  get 

o n  the B o a r d  to s h o w  e v e r y o n e  wh o  v o u  are, but w h a t  yo u  can 

d o  to h e l p  them.

5. K e e p  the p u b l i c  saf e  at all times. Keep the p u b l i c  in m i n d  

w h e n  c o n s i d e r i n g  ail B o a r d  busi n e s s .



C o n c e r n i n g  the L e g i s l a t i v e  Audit, I se e  s o m e  v e r y  l - q i t a m i t e  c o n c e r n s  

a b o u t  the Board, h o w e v e r ,  I k n o w  t h a t  these- are-sS wilj •: raken care

o f  if some St a t u t e  c h a n g e s  are made.

I d o  w a n t  to a d d r e s s  the A u d i t s  c o n c l u d i n g  r e m a r k s  f o u n d  o n  pag e  5 o f  tha t  

audit.

.Question 1. D o e s  the u n l i c e n s e d  p r a c t i c e  p o s e  a s e r i o u s  ris k  to the 

c o nsumers' life, heal t h ,  safety, o r  e c o n o m i c  well b e i n g ?

The a n s w e r  is c l e arly, yes. W i t h o u t  l i c e n s i n g  o r  r e g u l a t i o n  o f  an y  k i n d

the p u b l i c  w i l l  be the o n e s  to suffer. G o d  o n l y  k n o w s  w h a t  k i n d  of

c o n f u s i o n  and c h a o s  w i l l  d e v e l c p e  fr o m  it. I p e r s o n a l l y  w e n t  t h o r o u g h  

200 0 + h o u r s  to r e c e i v e  m y  lice n s e in the S t a t e  o f  A l a s k a.  I feel t h a t  

by c o m b i n i n g  l i c e n s e s  a n d  c r e a t i n g  a d d i t i o n a l  l i c e n s e s  for skin care, n a i l s  

a n d  e l e c t r i c a l  w o r k  (electrolosis) t h a t  the h o u r s  for H a i r d r e s s i n g  or 

B a r b e r  S t y l i n g  c a n  be r e d u c e d  to p e r h a p s  1 3 0 0 - 1 6 0 0  hours. But w i t h o u t  

a ny form o f  l i c e n s i n g  I feel that the S t a t e  w o u l d  b e  r e s p o n s i b l e  for 

a n y  legal a c t i o n  a c u s t o m e r  h a r m e d  w o u l d  c a u s e  a n d  a l s o  by d e - r e g u l a t i n g

l i c e n s e s  at  all o f  h o w  that w o u l d  c a u s e  los s  of l i v i h o c d  for t hose o f  us

c u r r e n t l y  licensed. O u r  p r o f e s s i o n  w o u l d  s u f f e r  too. H o w  c o u ld  we w o r k  

n e x t  to s o m e o n e  w h o  d i d n ' t  k n o w  w h a t  the y  w e r e  d o i n g  a n d  let t h e m  do h a m  

to someone. T h a t  w o u l d  set us up for p o t e n t i a l  l a w s u i t s  as well.

S o u n d s  like a c a n  o f  w o r m s  T d o  not w a n t  to be a p a r t  of.

P l e a s e  g o  e v e r  the i n f o r m a t i o n  I h ave g i v e n  y o u  a n d  p l e a s e  vote to retain 

the B o ar d  of  B a r b e r s  a n d  H a i r d r e s s e r s  c o n s i d e r i n g  t h e  c h a n c e s  I have  o u t l i n e d  

for you.

T h a n k  y o u  a g a i n  for you>" time and c o n s i d e r a t i o n .

R e s p e c t f u l l y  yours,

J u l i e  H ,ber Ward, P r e s i d e n t  

J u n e a u  C h a p t e r  of the National 

H a i r d r e s s i n g  a n d  C o s m e t o l o g y  Assoc.

cc; G o v e r n o r  Bil l  S h e f f i e l d  

Sena t o r  Rodey 

S e n a t o r  M u l c a h y  

S e n a t o r  P e t t y j o h n  

S e n a t o r  Sack e t t

ikftaiame n t  of O c c u p a t i o n a l  L i c e n s i n g

Labor and C o m m e r c e  C o m m i t t e e  H o u se  o f  R e p r e s e n t a t i v e s



M a r c h  1st, 1934

S t a t e  of A l a s k a

T h i s  l e t t e r  : s r e g a r d i n g  t h e  p r o p o s e d  s u n s e t  o f  t h e  3a r- 
b e r  s a n d H a i r d r e s s e r s  B o a r d .

A s  a s a l o n  o w n e r  a n d  p r o f e s s i o n a l  h a i r d r e s s e r ,  l i c e n s e d  
a i d  w i t h  o v e r  15 y e a r s  e x p e r i e n c e ,  I b e l i e v e  t h e  B a r b e r s  a n d  
H a i r d r e s s e r s  B o a r d  s h o u l d  n e t  b e  a l l o w e d  t o  t e r m i n a t e .

R e v i e w i n g  t h e  l e g i s l a t i v e  a u d i t ,  I d o  a g r e e  w i t h  s o m e  i m­
p o r t a n t  p o i n t s  m a d e  b y  a h e  a u d i t o r ;  e s p e c i a l l y  t h e  r e c o m m e n­

d a t i o n s  f o r  i m p r o v e m e n t s  to s a i d  b o a r d .
T h e  a u d i t  s t a t e s  " D e p t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  p r o ­

v i d e s  a d e q u a t e  p r o t e c t i o n  f o r  p u b l i c  s a n i t a t i o n .  P o s t s e c o n d a r y  

E d u c a t i o n  i s s u e s  C e r t i f i c a t e s  o f  R e g i s t r a t i o n  t o  b a r b e r  a n d  
b e a u t y  s c h o o l s  t h a t  m e e t  m i n i m u m  r e q u i r e m e n t s  a n d  p r o v i d e s  
p r o t e c t i o n  t o  s t u d e n t s ,  a n d  t h e  D e p t  o f  R e v e n u e  i s s u e s  b u s ­
i n e s s  l i c e n s e s . "  T h e r e f o r e  t h e y  s a y  t h e r e  is n o  n e e d  f o r  a 

b o a r d .  T h e  l e g i s l a t u r e  s a w  a n e e d  t o  f o r m  a b o a r d  in 1980, 
a n d  t h e  a u d i t  d o e s  n o t  p r o v e  t h a t  t h e  n e e d  is n o  l o n g e r  t h e r e ,  

h'c d o  n e e d  p r o f e s s i o n a l s  f r o m  o u r  i n d u s t r y  t o  r e p r e s e n t  us i n  t h e  
S t a t e  s y s t e m .

T h e  b o a r d  is n o t  a p a i d  p o s i t i o n  a n d  t h e  a b o v e  t h r e e  D e p t s  
w o u l d  s u r e l y  h a v e  to h i r e  a d d i t i o n a l  s t a f f  ( p r o f e s s i o n a l )  t o  
p e r f o r m  t h e i r  d u t i e s ,  .̂n -lie b e s t  i n t e r e s t  o f  t h e  p u b l i c .  Y o u  

w o u l d  be a b o l i s h i n g  an i n e x p e n s i v e  p u b l i c  a g e n c y  .and i n c­

r e a s i n g  b u d g e t  r e q u i r e m e n t s  in s e v e r a l  o t h e r s .

T h e  a u d i t  m e n t i o n s  c e r t i f i c a t i o n :  w h o  w i l l  b e  q u a l i ­
f i e d  to c e r t i f y  t h e  s t u d e n t s ?  W e  n e e d  p r o f e s s i o n a l s  l i c­
e n s i n g  or c e r t i f i n g  s t u d e n t s  a s  i n d i c a t e d  b y  t h e  o r i g i n a l  i n t e n t  
o f  t h o  b o a r d .  T h i s  c a n n o t  b e  p e r f o r m e d  b y  a l a y  p e r s o n  w o r k i n g  

f o r  t h e  D i v i s i o n  of O c c u p a t i o n a l  l i c e n s i n g .
P l e a s e  k e e p  in m i n d  t h a t  m o  sr. p r o f e s s i o n a l  h a i r d r e s s e r s  

w a n t  a s t a t e  b o a r d  ( b a s e d  in t h e  t r e m e n d o u s  r e s p o n s e  to the 
p r o p o s e d  s u n s e t  l e g i s l a t i o n )  h o w e v e r  s a i d  p r o f e s s i o n a l s  'do.mot 
n e c e s s a r i l y  s u p p o r t  the m e m b e r s  o f  t h e  b o a r d  in t h e  p a s t  f o u r  

y e a r s ,  d u e  t o  t h e i r  p o o r  p e r f o r m a n c e .  T h e r e  s h o u l d  be b e t t e r  

guidolir.es f o r  q u a l i f i n g  b o a r d  m e m b e r s .  T h e r e  s h o u l d  a l s o  b e  
7 m e m b e r s  n o t  5 o n  t h e  b o a r d  b e c a u s e  t w o  sepe * r a t e  a n d  d i s t i n c t  

b o a r d s  w e r e  c o m b i n e d  ( B a r b e r s  a n d  H a i r d r e s s e r s ) .  T h e  7 m e m ­

b e r s  to i n c l u d e ;  3 b a r b e r s ,  3 h a i r d r e s s e r s  a l l  w i t h  at l e a s t  
3 y e a r s  o x p e r i n c e  a n d  o n e  v o t i n g  p u b l i c  m e m b e r  w h o  d o e s  not 

g i v e  e x a m i n a t i o n s .  T n e  c o m b i n i n g  o f  s e p e r a t o  b o a r d s  fo u r  
y e a r s  a g o  w a s  d o n e  w i t h  n o  r e g a r d  a s  t o  c o m b i n i n g  r e q u i r e m e n t s ;  

h o w  e f f e c t i v e  c o u l d  t h i s  b e ?  T h e  r e q u i r e m e n t s  s h o u l d  b e  c o m ­

b i n e d  tc l e s s e n  c o n f u s i o n .



A s  a s h o p  o w n e r  I a m  c o n c e r n e d  w i t h  t h e  i n s u r a n c e  a s p e c t  

o f  d e r e g u l a t i o n .  I h a v e  a l e t t e r  i r o n  n y  i n s u r a n c e  a g e n t  
( a t t a c h e d )  s t a t i n g  c o n c e r n s  h i s  c o m p a n y  w o u l d  h a v e  if p r e s e n t  
l a w s  w e r e  c h a n g e d .  R e m e m b e r  t h a t  i n c r e a s e d  i n s u r a n c e  c o s t s  
w o u l d  b e  p a s s e d  o n  t o  t h e  c o n s u m e r .

I p e r s o n a l l y  w o u l d  n o t  h i r e  h a i r d r e s s e r s  w h o  w e r e  n o t  
p r o p e r l y  l i c e n s e d ,  c e r t i f i e d  a n d  p r o p e r l y  t r a i n e d :  w o u l d  I 

f a c e  l i t i g a t i o n  f o r  n o t  h i r i n g  t h i s  p e r s o n ?  W o u l d  t h i s  p r a c­
t i c e  b e  d i s c r i m i n a t o r y ?

I do n o t  b e l i e v e  p r o f e s s i o n a l  h a i r d r e s s e r s  w h o  h a v e  p a s s e d  
t h e  S t a t e  b o a r d  e x a m  w o u l d  w o r k  b e s i d e  s o m e o n e  w h o  h a d  n o t  
p a s s e d  s a i d  e x a m .  W e  w o u l d  l o s e  t h e  o v e r a l l  p r o f e s s i o n a l i s m  
in o u r  s a l o n s .  R e m e m b e r  the i n t e n t  is t o  p r o t e c t  t h e  p u b l i c ;  

l e t  u s  k e e p  t h e  s t a n d a r d s  h i g h  a s  t h e  p u b l i c  d e m a n d s  t h i s .

T h a n k  y o u  f o r  y o u r  c a r e f u l  c o n s i d e r a t i o n  r e g a r d i n g  t h i s  m a t t e r .

S i n c e r e l y

.. ./ lx '} C-i.— —'
D. -vberyl W i n  t o n  

C h e r s  J u n e a u  H a i r  Co.



Juneau. Alaska 53301 
Phone: Bus: 307 /£S-'i:27
February ? 1, 1 98-'.

C h e r y l  D. W i n t o n

D B A  Ch e r ' s  J u n e a u  H a i r  Co.

3 - 6 0 0 0  Suite 101 

J u n e a u i  A l a s k a  99801

D e a r  Cher:

This l e t t e r  w i l l  act to c o n f i r m  o u r  n u m e r o u s  talks r e g a r d­

in g  tlie p o s s i b i l i t y  of the e l i m i n a t i o n  of the b a r b e r / b e a u t y  shop 

l i c e n s i n g  r e q u i r e m e n t s .

O u r  m a j o r  c o n c e r n  is the l i a b i l i t y  a s p e c t  of the b a r b e r /  

b e a u t y  shop p o l i c y .  As you know, o u r  p o l i c i e s  can p r o v id e  p r o­

fe s s i o n a l  l i a b i l i t y .  T h e  p o s s i b i l i t y  e x i s t s  of untrr.ined o p e r a t o r s  

or o w n e r s  c r e a t i n g  p r o b l e m s  (elaimvise) d u e  to lack of t r a i n i n g  

or pr o p e r  s u p e r v i s i o n  and cla i m s  in turn b e i n g  paid. T h i s  w o u l d  

in time h a v e  a d i r e c t  e f f e c t  on the o v e r a l l  rates.

Our u n d e r w r i t i n g  p r o c e d u r e s  n o w  r e q u i r e  all o p e r a t o r s  and 

s u p e r v i s o r s  to be l i c e n s e d  and w e  h i g h l y  r e c o m m e n d  the s h o p  o wn e r  

or m a n a g e r  h e  a m e m b e r  of the N a t i o n a l  H a i r  D r e s s e r s  A s s o c i a t i o n .

W e  feel that o n e  of the m a j o r  reas o n s  that the rates ire low for 

this s p e c i f i c  p r o f e s s i o n  is b e c a u s e  of the t r a i n i n g  and c u r r e n t  

l i c e n s e  r e q u i r e m e n t s .

We are, o n c e  a g a i n ,  c o n c e r n e d  m a i n l y  w i t h  the l i a b il i t y  

a r e a — e s p e c i a l l y  w i t h  the a p p l i c a t i o n  of h a i r  tints or dyes, 

h a i r  s t r a i g h t e n i n g  a n d p e r m a n e n t  h a i r  w a v i n g  .and blea c h i n g .

O u r  u n d e r w r i t i n g  r e q u i r e m e n t s  w o u l d  r e m a i n  the same on the 

p r o p e r t y  i n s u r a n c e  a s p e c t s .

We w o u l d  h o p e  the l i c e n s i n g  r e q u i r e m e n t s  w o u l d  re m a i n  the 

s a m e  for the o v e r a l l  p r o t e c t i o n  of the public.

Cl if B e a d l e  

A g e n t



SALONS, SCHOOLS.AND OPERATORS, THEREBY ENSURING ALL HAVE THE NECESSARY UNDER­
STANDING OF THE HUMAN BODY, SKIN AND HAIR STRUCTURES, D ISEASES AND DISORDERS, 
AS WELL AS KNOWLEDGE OF MIXING AND APPLYING CHEMICALS, AND SANITATION, BEFORE 
PERMISSION TO PRACTICE IS  GRANTED. TO REQUIRE L ESS , THE STATE OF ALASKA WOULD 
BE REMISS IN  IT S ' DUTY TO THE GENERAL PUBLIC.
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Dear Sirs:

The reason I am contacting you is to present expert testimony in order to prove to 
you beyond a doubt that the Board of Hairstylists and Barbers should be kept in 
Alaska as it is in almost all of the other States of the Union I am currently a 

licensed hairstylist in Alaska as well as a licensed instructor, a former owner 
of three beauty salons, and currently an owner of a beauty salon of fifteen 
hairstylists. I have had the opportunity to manage and teach in a Beauty School,
I'm working on my seventh year in this profession. And feel as many other
hairstylists and barbers in this field with the years of training and practical 
work I have dedicated to this profession I can speak as a professional and an 
expert on my work.

I am not writing this to try and convince you that Boards of Review are necessary 
this goes without saying. Doctors, Lav/yers, Dentists,and C.P.A.'s, all go before 
Boards of Review by thier peers. Because being judged by an impartial group of your
peers to evaluate your competency is the most effective and legally binding way to
verify your ability. A student can go through Medical School with an "A" average and
yet the President of the school will freely admit that the most effective way of

judging this student is to evaluate him by his peers who are actually out in the
medical field working in both public and private practice. Because these doctors are
saving lives and losing lives by their own hand and are taking direct responsibility 
for their professional decisions. This experience gives them keen insight inco the 

practical demands that must be met and maintained in order to give the best possible 

service to the public. These are the only qualified professionals that can be
expected to shoulder this important responsibility of quality control.

The reason I am writing you is to deal with the major question here before us, that 

is whether llairstyling and Barbering is worth the effort necessary to maintain a 
Board of Examiners who are a group of impartial peers? After all, from the average 
"male" point of view Hairstyling and Barbering consists of coming in every six weeks, 
getting your hair clipped and leaving, should a Barber or Hairstylist do enough lad 

cuts free enterprise will eliminate him/her from the market place. It is my intention
to elaborate on what this profession is all about.

Hairstyling has and always will be first cousin to the medical profession and until
80 years ago when we stopped pulling teeth, we used to be in the dental profession as

well. We are the only occupation other than medicine and dentistry where we are
allowed by law to apply caustic chemicals to the human body, chemicals capable of

permanently dissabling human life through no other reason than incompetcncy.
Chemicals such as Sodium Hydroxide, 130 Volume Peroxide, Ammonia, and Thioglycolate 
Acid are available only to Hairstylists and Barbers who have been evaluated and 
approved by a State Board of impartial peers in the field. These chemicals are not 
available to the public in the same way harmful drugs are not available to the public 
unless prescribed by a Physician. Chemicals such as Sodium Hydroxide are capable of

eating through the skin in a matter of minutes and causing permanent paralysis. But
unless you are a customer who is black or have incredibly curly hair there is no need 
of you ever needing or using this chemical. Chemicals such as Thioglycolate Acid used 
in permanent v/aving can also penetrate the skin causing second and third degree 

burns, as well as permanent hair loss and be the direct cause to mass infection.

However, unless you are a person who wishes to have wavey or curly hair there is no

need to ever hear of this chemical. These statements I am making will be backed up by 

medical documentation attached to this letter. It is my point to impress upon you the



complexity of the Hairstyling and Barbering Profession. Even as you read this dozens 

of these chemicals are being used by qualified Barbers and Hairstylists safely and 
efficiently and will continue doing so as long as these stylists are given adequate

screening and training in the field of chemistry by qualified instructors. 
Instructors in turn being overviewed by qualified members of a Board of Examiners.

It has been suggested that Beauty Schools not be licensed by the State Board of 

Examiners, because the Dept, of Post Secondary Education already overlooks Beauty 
Schools and can maintain quality control. It is not the function of the Dept, of Post 

Secondary Education for instance to tell a "Dr. John Doe" how to teach his students 
to do a heart operation. The: Post Secondary Eduction knows nothing of heart 

operations much less the first thing abcut medicine,they admit they are not qualified 
to scrutinize professional technique of an instructor or a student. Their job is to 

protect the students from fraud of incompetent managing of a school. The only people 
who can legitimately evaluate the instructors competency is a qualified group of 

peers who are currently working in the field.

At this point let me establish some other facts. Hairstyling and Barbering have State 

Boards in almost every State in America. Every State recognizes the necessity of 
keeping this potentially harmful occupation in close review by State Board 
members. These State Boards are welcomed by Hairstylists and Barbers, this 
self-imposed evaluation is recognized by the Hairstylists and Barbers as well 

as the government as a necessity. Furthermore the underwriters of insurance 
companies for malpractice view hairstyling and barbering as if it were in exactly 
the same field as dentistry or medicine in view of its potential hazard to health. 
Attached is a document verifying this point. That it is inconceivable to imagine 

trying to underwrite a malpractice insurance for Hairstylists and Barbers that are 
not evaluated by an impartial board of peers. It is their view that a State Board is 
the very least that can bo done to ins .re quality control in this field. In 
conclusion to this it is obvious that hairstylists and barbers would have no 

way of getting malpractice insurance to protect the stylists or the public in 

case of an accident.

The medical profession have always backed Barbers and Hairstylists Boards of Review 
for reasons of public safety. Attached is testimony of three Doctors and a Registered 
Nurse. I urge you to contact them if there is any doubt to their sincerity or 

reasoning.

I will be looking forward to giving a more detailed presentation at your meeting 

March 6, 1984.

Respectfully Yours,

John Benton 

Hairstylist

JB;raw

Enclosures



As a m e m b e r  of t h e  m e d i c a l  p r o f e s s i o n  in A l a s k a  i t ' s  in my 

p r o f e s s i o n a l  o p i n i o n  t h a t  i t ' s  an o b v i o u s  n e c e s s i t y  to m a i n t a i n  a 

b o a r d  of r e v i e w  f o r  h a i r s t y l i s t s  a n d  b a r b e r s  in A l a s k a .  T h i s  I 

feel is t h e  o n l y  p r a c t i c a l  w a y  of m a i n t a i n i n g  q u a l i t y  c o n t r o l  in 

a f i e l d  w h e r e  c a u s t i c  c h e m i c a l s  s u c h  as s o d i u m  h y d r o x i d e ,  

T h i o g l y c o l a t e  A c i d ,  a m m o n i a ,  130 v o l u m e  p e r o x i d e ,  to n a m e  b u t  a 

few, a r e  d i r e c t l y  a p p l i e d  to t h e  h u m a n  bod y .  In t h e  h a n d s  o f  t h e  

u n s k i l l e d ,  p e r m a n e n t  i n j u r y  to t h o  b o d y  c o u l d  o c c u r .  A l s o  in a n y  

p r o f e s s i o n  w h e r e  c u t t i n g  i n s t r u m e n t s  a r e  b e i n g  u s e d  t h a t  a r e  as 

s h a r p  as a n y  s u r g e o n s  s c a l p e l  or d e n t i s t s  i n s t r u m e n t  t h e  p o s s i b l e  

d a m a g e  to t h e  i n d i v i d u a l  r e c e i v i n g  the t r e a t m e n t  is obvious,, I 

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

w h i c h  d i r e c t l y  t h r e a t e n s  t h e  h e a l t h ,  w e l l - b e i n g  and s a f e t y  of t h e  

p u b l i c  s h o u l d  n o t  be t a k e n  l i g h t l y .

S I G N A T U R E  & P R O F E S S I O N  

ReyLatcjiefl

3500 LaToucke.Ancho/iayc, Alaska
563-3755



H D M E S T A T E  I W S U R A I M C E  B R O K E R S  O F  A L A S K A ,  I N C .

M a r c h  2, 198 4

J o h n  B e a t o n

G a b l e  & G a r b o ' s  H a i r s t y l i n g  

3928 Mt. V i e w  D r i v e  

A n c h o r a g e ,  AK, 9 9 5 0 4

Re: P r o f e s s i o n a l  Licensing;

H a i r d r e s s e r s

D e a r  J o h n :

C o n f i r m i n g  o u r  c o n v e r s a t i o n  t h i s  m o r n i n g  r e g a r d i n g  the p o s s i b i l i t y  

of o u r  S t a t e  L e g i s l a t u r e  r e s c i n d i n g  the h a i r d r e s s e r s '  l i c e n s i n g  

r e q u i r e m e n t s ;  I h a v e  d i s c u s s e d  thi s s i t u a t i o n  w i t h  the u n d e r w r i t e r s  

at  F i r e m a n s  F u n d  I n s u r a n c e  Co. in S ea ttle.

T h e y  i n d i c a t e  t h a t  to t h e i r  k n o w l e d g e ,  all the s t a t e s  in w h i c h  they 

w r i t e  H a i r d r e s s e r s '  P r o f e s s i o n a l  L i a b i l i t y  h a v e  a p r o f e s s i o n a l  l i c e n s i n g  

r e q u i r e m e n t .  T h e y  s t a t e  t h a t  r e m o v a l  o f  this r e q u i r e m e n t  w o u l d  c a u s e  

t h e m  c o n s i d e r a b l e  c o n c e r n  a n d  c o u l d  s u b s t a n t i a l l y  r e s t r i c t  t h e a v a i l a b i t y  

of  t h i s  t y p e  of i n s u r a n c e .

As  y o u  k now, F i r e m a n s  F u n d  is o n e  o f  t h e  l e a d i n g  w r i t e r s  of this c o v e r a g e  

in A l a s k a  an d  we f eel c e r t a i n  t ha t  o t h e r  i n s u r a n c e  c a r r i e r s  w o u l d  h a v e  

the s a m e  p r o b l e m  w i t h  this  s i t u a t i o n .

R W O :a m h

610 EAST 5TH AVENUE • ANCHORAGE. ALASKA 99501 •  PHONE (907) 276-6662 •  TELEX 26-509



As a m e m b e r  o f  t h e  m e d i c o !  p r o f e s s i o n  in A l a s k a  i t ' s  in m y  

p r o f e s s i o n a l  o p i n i o n  t h a t  i t ' s  an o b v i o u s  n e c e s s i t y  to m a i n t a i n  a 

b o a r d  of r e v i e w  f o r  h a i r s t y l i s t s  a n d  b a r b e r s  in A l a s k a .  T h i s  I 

feel is t h e  o n l y  p r a c t i c a l  w a y  o f  m a i n t a i n i n g  q u a l i t y  c o n t r o l  in 

a f i e l d  w h e r e  c a u s t i c  c h e m i c a l s  s u c h  as s o d i u m  h y d r o x i d e ,  

T h i o g l y c o l a t e  A c i d ,  a m m o n i a ,  130 v o l u m e  p e r o x i d e ,  t o  n a m e  b u t  a 

few, a r e  d i r e c t l y  a p p l i e d  to t h e  h u m a n  b o d y .  In t h e  h a n d s  o f  t h e  

u n s k i l l e d ,  p e r m a n e n t  i n j u r y  to t h e  b o d y  c o u l d  o c c u r .  A l s o  in a n y  

p r o f e s s i o n  w h e r e  c u t t i n g  i n s t r u m e n t s  a r e  b e i n g  u s e d  t h a t  a r e  as 

s h a r p  as a n y  s u r g e o n s  s c a l p e l  or d e n t i s t s  i n s t r u m e n t  t h e  p o s s i b l e  

d a m a g e  to t h e  i n d i v i d u a l  r e c e i v i n g  t h e  t r e a t m e n t  is o b v i o u s .  I 

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

w h i c h  d i r e c t l y  t h r e a t e n s  t h e  h e a l t h ,  w e l l - b e i n g  and s a f e t y  of t h e  

p u b l i c  s h o u l d  n o t  be t a k e n  l i g h t l y .

S I G N A T U R E  & P R O F E S S I O N

S 0 N ailianA om  i \  0 o
[a n A , n o t e  and  ih n o a t  ,  iiaom A tn .ucM .ve . T Io a M c. Suaq.oa.ij.
0OO2 L a u n a l
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FROM: KEN

RE: BOARD OF CHIROPRACTIC EXAMINERS

THE ALASKA BOARD OF CHIROPRACTIC EXAMINERS WAS FIRST 

ESTABLISHED IN 1939. IT IS COMPRISED OF FIVE MEMBERS; FOUR 

ARE PRACTICING CHIROPRACTORS AND ONE IS A PUBLIC INDI­

VIDUAL. THE BOARD IS RESPONSIBLE FOR REVIEWING APPLICA­

TIONS, ADMINISTERING EXAMINATIONS, ADOPTING REGULATIONS 

PERTAINING TO PRACTICE, AND INVESTIGATE AND ACT ON COM­

PLAINTS FILED AGAINST PRACTICING CHIROPRACTORS.

TO: JOHN



A PERFORMANCE REPORT ON THE
BOARD OF CHIROPRACTIC EXAMINERS 

J u l y  1, 1980 to  F e b ru a ry  28, 1983 
A u d it C o n tro l Number

C om m issione r, D epartm en t o f
Commerce and Econom ic Development R ic h a rd  A. Lyon

Deputy C om m iss io n e rs , D epartm en t o f
Commerce and Economic Development V in c e n t O 'R e i l ly

T e r r y  E ld e r

0 8 - 1 1 1 4 - 5 0 - 8 3 - R

Members o f  th e  Board 
o f  C h i r o p r a c t ic  Exam in e rs

P r e s id e n t  
V ice  P r e s id e n t  
S e c re ta r y  
Member 
Member

K e i th  G od fre y , D.C. 
C u r t i s s  A nde rson , D.C.
L in n e a  B u rm e is te r  
Tom D a v is , D.C.
K enne th  K e tz ,  D.C.
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THE LEGISLATURE /
BUDGET AND AUDIT COMMITTEE !

*

F e b ru a ry  28, 1983

Members o f  th e
L e g i s l a t i v e  Budge t and A u d it Com m ittee :
In  acco rd ance  w ith  th e  i n t e n t  o f  T i t l e s  24 and 44 o f  th e  A la s k a  S t a t u t e s ,  th e  a t ta c h e d  r e p o r t  i s  s u b m itte d  f o r  you r re v iew .

A PERFORMANCE REPORT 
ON THE

BOARD OF CHIROPRACTIC EXAMINERS 
J u l y  1, 1980 to  F e b ru a ry  28, 1983

G e ra ld  L .  W ilk e rso n , CPA L e g i s l a t i v e  A u d i to r  
D iv is io n  o f  L e g i s l a t i v e  A u d it
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\1 PURPOSE AND SCOPE OF THE REPORT
i \

PURPOSE
In  acco rd ance  w ith ' th e  i n t e n t  o f  T i t l e s  24 and 44 o f  th e  
A la s k a  S t a t u t e s  ( s u n s e t  l e g i s l a t i o n ) , we have exam ined th e  
a c t i v i t i e s  o f  th e  Board  o f  C h i r o p r a c t ic  E x am in e rs  f o r  th e  
p a s t  th r e e  f i s c a l  y e a r s .  Our e x am in a tio n  was conduc ted  to  d e te rm in e  i f  th e  Board  ha s been o p e ra t in g  in  an e f f e c t i v e  and e f f i c i e n t  m anner.
L e g i s l a t i v e  i n t e n t  r e q u i r e s  c o n s id e ra t io n  o f  t h i s  r e p o r t  d u r in g  l e g i s l a t i v e  o v e r s i g h t  h e a r in g s  to  d e te rm in e  w he th e r 
th e  Board  o f  C h i r o p r a c t ic  E xam in e rs  sh o u ld  be r e e s t a b l i s h e d .  
The law  now s p e c i f i e s  t h a t  th e  Board  w i l l  te rm in a te  Ju n e  30, 1984 and have one y e a r  from  t h a t  d a te  to  conc lude  i t s  a f f a i r s .
SCOPE
The m a jo r a re a s  re v iew ed  were th e  B o a rd 's  o p e ra t io n s  and i t s  
l i c e n s in g ,  e x a m in a tio n , a d m in i s t r a t io n ,  c om p la in t and a f f i r m ­
a t i v e  a c t io n  fu n c t io n s .  Our re v iew  c o n s i s te d  o f  a n a ly z in g  and e v a lu a t in g  th e  fo l lo w in g :
1. A p p l ic a b le  s t a t u t e s  and Board  r e g u l a t i o n s .
2. In te r v ie w s  w ith  Board  members.
3. D is c u s s io n s  w ith  th e  D iv is io n  o f  O ccup a tio n a l L ic e n s in g  p e r s o n n e l .
4. T e s t s  o f  th e  re c o rd s  and documents o f  th e  Board  and th eD iv is io n  o f  O ccup a tio n a l L ic e n s in g .
5. C om p la in ts  f i l e d  w ith  th e  D iv i s io n  o f  O ccup a tio n a l L i ­c e n s in g , Ombudsman's O f f ic e ,  Consumer P r o te c t io n  Agency, 

E q u a l Employment O p p o r tu n ity  O f f i c e ,  and th e  Human R ig h t s  Com m ission.
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K
C re s te d  in  1939, th e  A la sk a  Board  o f  C h i r o p r a c t ic  Exam in e rs i s  a r e g u l a to r y  b o a rd  com p rised  o f  f i v e  members a p p o in te d  by 
th e  G ove rno r. Fo u r a re  l ic e n s e d  c h i r o p r a c to r s  and one i s  a p u b l ic  i n d i v i d u a l . 1
The u n d e r ly in g  re a so n s  f o r  t h i s  Board  a re  f o u r f o l d .  F i r s t ,  th e  Board i s  r e s p o n s ib le  f o r  re v ie w in g  th e  a p p l ic a t io n s  o f  in d iv id u a l s  d e s i r i n g  to  e n te r  th e  c h i r o p r a c t i c  p r o fe s s io n  in  
A la s k a . S e c o n d ly , th e  Board  has th e  r e s p o n s i b i l i t y  o f  adm in­
i s t e r i n g  an e x am in a tio n  to  t e s t  th e  a p p l i c a n t ' s  a b i l i t y .  
T h i r d ,  th e  Board  i s  r e s p o n s ib le  f o r  th e  a d o p tio n  o f  r e g u la ­
t io n s  r e g a rd in g  th e  s ta n d a rd s  o f  p r o f e s s io n a l  p r a c t i c e  in  
A la sk a  and f o u r t h ,  to  i n v e s t i g a t e  and a c t  upon c o m p la in ts  
f i l e d  a g a in s t  members c f  th e  r e g u la te d  p r o fe s s io n .
To a s s i s t  th e  B o a rd , i t  h as th e  s t a f f  su p p o r t o f  th e  D iv is io n  
o f  O ccup a tio n a l L ic e n s in g  (O L ) , D epartm en t o f  Commerce and 
Econom ic Development which i s  com p rised  o f  two s e c t io n s .
The l i c e n s in g  s e c t io n  p ro c e s s e s  a p p l i c a t io n s ,  m a in ta in s  l i ­
cen se  f i l e s ,  c o l l e c t s  s t a t i s t i c s ,  an sw e rs i n q u i r i e s ,  and 
p ro v id e s  a d m in i s t r a t i v e  h e lp  to  th e  B oa rd . The i n v e s t i g a t i o n  s e c t io n  p ro v id e s  i n v e s t i g a t i v e  s e r v i c e s  to  th e  Board in  th e  
e v e n t o f  consumer o r  o th e r  p r o fe s s io n a l  c o m p la in ts .
The Board  o f  C h i r o p r a c t ic  E xam in e rs  i s s u e s  l i c e n s e s  to  a p p l i ­
c a n ts  t h a t  have met a l l  l i c e n s in g  re q u irem en t and have ta k en  
and p a s se d  th e  S t a t e  e x am in a tio n . The Board  may a l s o  i s s u e  
a l ic e n s e  w ith o u t e x am in a tio n  i f  th e  a p p l ic a n t  h o ld s  a c u r ­
r e n t  l i c e n s e  in  a n o th e r  s t a t e  whose l i c e n s in g  re q u irem en ts  a re  e s s e n t i a l l y  e q u iv a le n t  to  th o se  o f  A la s k a . In  a d d i t io n ,  
th e  Board  may i s s u e  a tem po ra ry  p e rm it to  in d iv id u a l s  a p p a r­e n t l y  q u a l i f i e d  u n t i l  th e  n e x t r e g u la r  m ee tin g  o f  th e  Boa rd .

\j O R G A N I Z A T I O N  A N D  F U N C T I O N
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\| REPORT CONCLUSION
N

POLICY ISSUES
T h is  r e p o r t  c o n ta in s  p o l ic y  i s s u e s  r a i s e d  a s  a r j r u l t  o f  ou r 
e v a lu a t io n  o f  Board  p r a c t i c e s .  The f i n a l  p o l ic y  d e c is io n s  
a f f e c t i n g  th e s e  p r a c t i c e s  a re  n o t w i th in  th e  scope o f  t h i s  
r e p o r t ,  but. r e q u i r e  l e g i s l a t i v e  c o n s id e r a t io n .  In  d e b a tin g  
th e s e  is s u .e s ,  th e  l e g i s l a t i v e  o v e r s i g h t  com m ittee  sh ou ld  
ta k e  in to  c o n s id e ra t io n  th e  F in d in g s  and Recommendations 
p re s e n te d  in  t h i s  r e p o r t  so t h a t  th e  p o t e n t i a l  im pac t o f 
p o l ic y  changes can be e v a lu a te d .
REPORT CONCLUSION
In  ou r o p in io n , th e  Board  o f  C h i r o p r a c t ic  E x am in e rs  sh ou ld  
be r e e s t a b l i s h e d .  The r e g u la t io n  and l i c e n s in g  o f  q u a l i f i e d  
p r o f e s s io n a l s  i s  n e c e s s a ry  to  p r o te c t  th e  p u b l i c ' s  h e a l th ,  s a f e t y ,  and w e l fa r e .  The Board p ro v id e s  t h i s  s e r v ic e  by 
e s t a b l i s h i n g  minimum e d u c a tio n a l and e x p e r ie n c e  re q u irem e n ts  
t h a t  p ro v id e  re a so n a b le  a s su ra n c e  t h a t  p e rso n s  l ic e n s e d  a re  
q u a l i f i e d .  A ls o ,  a s su ra n c e s  t h a t  th o se  l ic e n s e d  a c t  in  a 
com peten t manner i s  p ro v id e d  by a c t i v e  i n v e s t i g a t i o n  o f  com­p l a i n t s  and r e v o c a t io n  o r  su sp e n s io n  o f  l i c e n s e s  where ap ­p r o p r ia te  .
However, th e  fo l lo w in g  f in d in g s  d e s c r ib e  a re a s  where weak­
n e s s e s  o r  c o n f l i c t s  e x i s t .  We have made recom m endations 
w h ich , i f  im p lem en ted , w i l l  im prove th e  e r f e c t i v e n e s s  and 
e f f i c i e n c y  o f  th e  Boa rd .
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M FINDINGS AND RECOMMENDATIONS

P r i o r  A u d it Recommendation No. 1
The Board  o f  C h i r o p r a c t ic  E x am in e rs  sh o u ld  e l im in a te  Pa r t  I  
(w r i t t e n )  o f  th e  S t a t e  e x a m in a tio n .
The A la s k a  S t a t e  Board  o f  C h i r o p r a c t ic  E x am in e rs  h a s  re c o g ­n iz e d  th e  N a tio n a l Board  e x am in a tio n  by a d o p tin g  th ro u gh  
p ropo sed  r e g u la t i o n  "p e r s o n s  a p p ly in g  f o r  a c h i r o p r a c t i c  
l i c e n s e  by e x am in a tio n  in  th e  S t a t e  o f  A la s k a ,  g r a d u a t in g  a f t e r  Ja n u a ry  1 , 1978, a re  r e q u i r e d  to  su bm it a D ip lom ate  
C e r t i f i c a t e  from  th e  N a tio n a l Board  o f  C h i r o p r a c t ic  Exam­i n e r s . "  The D ip lom a te  C e r t i f i c a t e  i s  c e r t i f i c a t i o n  th a t  th e  a p p l ic a n t  h a s ta k e n  P a r t s  I  and I I  o f  th e  N a tio n a l Board  and 
in d ic a te s  th e  a re a s  t e s t e d  and e x am in a tio n  r e s u l t s .  The 
fo l lo w in g  a re a s  o f  c h i r o p r a c t i c  a re  t e s t e d  a t  th e  N a tio n a l 
l e v e l :  G en e ra l and S p in a l  Anatomy. P h y s io lo g y ,  C h em is try ,
P a th o lo g y , M ic ro -P u b l ic  H e a lth , G ene ra l and N eu ro -M uscu la r 
D ia g n o s is ,  X - r a y ,  P r i n c ip l e s  o f  C h i r o p r a c t i c ,  C h i r o p r a c t ic  P r a c t i c e ,  A s s o c ia te  C l i n i c a l  S c ie n c e , and P h y s io th e ra p y .
The e x am in a tio n  q u e s t io n s  a re  o b je c t i v e  in  n a tu r e .
In  a d d i t io n  to  th e  re q u irem e n t t h a t  th e  a p p l ic a n t  p ro v id e  th e  Board  w ith  th e  D ip lom a te  C e r t i f i c a t e ,  th e  S t a t e  Board 
a d m in i s te r s  a S t a t e  e x am in a tio n  which b a s i c a l l y  c o n s i s t s  o f  
th r e e  p a r t s .  P a r t  I  i s  a w r i t t e n  e x am in a tio n  c o n s i s t i n g  
m o s t ly  o f  s u b je c t i v e  ty p e  q u e s t io n s .  P a r t  I I  in v o lv e s  X - ra y  
i d e n t i f i c a t i o n  and i n t e r p r e t a t i o n ,  and P a r t  I I I  c o n s i s t s  o f  
p r a c t i c a l  a p p l ic a t io n  o f  c h i r o p r a c t i c  te c h n iq u e . W hile P a r t s  
I I  and I I I  o f  th e  S t a t e  e x am in a tio n  in v o lv e  p h y s ic a l  a p p l ic a ­t io n  o f  th e  a p p l i c a n t ' s  know ledge th ro u gh  o r a l  t e s t i n g  and 
a c tu a l  a d ju s t i v e  te c h n iq u e s  in  c a se  s i t u a t i o n s ,  th e  m e r i t s  o f  th e  w r i t t e n  e x am in a tio n  ( P a r t  I )  a re  q u e s t io n a b le .
P a r t  I  o f  th e  S t a t e  e x am in a tio n  t e s t s  th e  a p p l ic a n t  on 
to p i c s ,  p r e v io u s ly  exam ined a t  th e  N a tio n a l Board  l e v e l ,  
such a s ana tom y, p h y s io lo g y , p h y s io th e ra p y , c h i r o p r a c t i c ,  
d ia g n o s is  and X - r a y .  A ls o , in  a 1971 o p in io n , th e  A t to rn e y  G ene ra l s t a t e d  t h a t  "c h e  Board  o f  C h i r o p r a c t ic  E xam in e rs  has th e  a u th o r i t y  to  r e q u i r e  an a p p l ic a n t  to  d em o n s tra te  compe­
te n c e  o n ly  in  th o se  s u b je c t s  n o t co ve red  by th e  N a tio n a l Boar c'l.n
T h e re fo r e ,  c o n s id e r in g  th e  redundancy o f  th e  S t a t e  w r i t t e n  
e x am in a tio n  o v e r th e  N a tio n a l B oa rd , th e  A t to rn e y  G e n e ra l 's  
o p in io n  on th e  to p ic  and th e  S t a t e  re q u ire m e n t o f  th e  a p p l i ­c an t to  ta k e  th e  N a tio n a l B oa rd , we recommend th e  d i s c o n t i n ­uance o f  th e  S t a t e  w r i t t e n  e x am in a tio n .
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L e g i s l a t i v e  A d i t ' s  C u r re n t P o s i t i o n
D u rin g  1980, t i le  S t a t e  Board  s e n t  a copy o f  the. w r i t t e n  S t a t e  
e x am in a tio n  to  th e  N a tio n a l Board  o f  C h i r o p r a c t i c  E xam in e rs  
so th e y  co u ld  re v iew  th e  S t a t e  e x am in a tio n  f o r  redundancy .
The N a tio n a l B o a rd 's  re sp o n se  was t h a t  any S t a t e  e x am in a tio n  i s  g o in g  to  be red u nd an t to  th e  N a t io n a l B oa rd  e x am in a tio n  
s in c e  i t  c o v e rs  su c h -a  l a r g e  scope o f  m a te r i a l  and t h a t  
A la s k a ' s  w r i t t e n  e x am in a tio n  was 100% re d u n d a n t. T h e re fo r e ,  
we r e i t e r a t e  o u r p r i o r  a u d i t  recom m enda tions t h a t  th e  Board  
e l im in a te  P a r t  I  (w r i t t e n )  o f  th e  S t a t e  e x a m in a tio n .
P r i o r  A u d it  Recommendation No. 2
L e g i s l a t i o n  sh o u ld  be in tro d u c e d  r e q u i r i n g  c o n t in u in g  educa­t i o n  f o r  c h i r o p r a c to r s  a s  a p r o v i s io n  f o r  l i c e n s e  renewa~Ti
The u n d e r ly in g  pu rpo se  o f  c o n t in u in g  e d u c a tio n  i s  to  p e rm it 
p r o f e s s io n a l  e d u c a tio n  on a p o s t - g r a d u a te  l e v e l  and a llo w  
f o r  th e  m a in ten ance  and u p g ra d in g  o f  p r o f e s s io n a l  com petency.
A cco rd in g  to  th e  m ost r e c e n t  f i g u r e s  p ro v id e d  by th e  F e d e ra ­
t i o n  o f  C h i r o p r a c t ic  L ic e n s in g  B o a rd 's ,  t h i r t y - n i n e  s t a t e s  r e q u i r e  some fo rm  o f  c o n t in u in g  e d u c a tio n  f o r  l i c e n s e  r e ­
new a l. In  December o f  1977, th e  A la s k a  C h i r o p r a c t ic  S o c ie ty  
n o t i f i e d  th e  Board  o f  C h i r o p r a c t ic  E x am in e rs  o f  i t s  u n a n i­mous endo rsem en t o f  a re q u irem e n t o f  c o n t in u in g  e d u c a tio n  
f o r  l i c e n s e  re n ew a l. Of more s i g n i f i c a n c e ,  94% o f  th e  r e ­
sp o n d en ts  to  th e  q u e s t io n n a i r e  were in  fa v o r  o f  such  a r e ­q u irem en t and 78% knew o f  w orkshops o r  sem in a rs  t h a t  may 
q u a l i f y  a s c o n t in u in g  e d u c a tio n  t h a t  w ere in  th e  re sp o n d e n ts ' 
l o c a l i t y .
From in fo rm a t io n  a v a i l a b l e ,  i t  a p p e a rs  th e  Board  e x p re s s e d  
i n t e r e s t  in  a c o n tin u in g  e d u c a tio n  re q u ire m e n t in  e a r l y  1977. 
We recommend th a t  t h i s  w o rth w h ile  i n t e r e s t  be r e g e n e ra te d  
tow a rd s im p lem en tin g  a sound p o s t - g r a d u a te  e d u c a tio n  r e q u i r e ­ment t i e d  to  th e  b ie n n ia l  l i c e n s e  re n ew a l. A c c o rd in g ly , 
r e g u la t io n s  sh o u ld  be p rom u lg a ted  f o r  th e  a d m in i s t r a t io n  o f  such a p rog ram  by th e  Board .
L e g i s l a t i v e  A u d i t ' s  C u r re n t P o s i t i o n
A la s k a  S t a t u t e  0 8 .2 0 .1 7 0 (d ) r e q u i r e s  th e  Board  to  adop t " r e ­
g u la t io n s  which in s u r e  t h a t  renew a l o f  l i c e n s e  i s  c o n t in g e n t 
on p ro o f o f  c o n tin u ed  competency by a p r a c t i t i o n e r . ' '  C o n tin ­u in g  e d u c a tio n  i s  one way o f  p rom o tin g  c o n tin u e d  com petency. 
In  O c tobe r o f  1981, th e  Board  d r*  te d  c o n t in u in g  e d u c a tio n  
r e g u l a t i o n s ,  b u t has n o t y e t  u ted  them . T h e r e fo r e ,  to  f u l f i l l  th e  A la sk a  S t a t u t e  r e q u i ;  ament we recommend th a t  th e  
Board  sh o u ld  adop t c o n t in u in g  e d u c a tio n  r e g u la t i o n s  f o r  c h i -  ro p rac t0 7 ;s  a s a p ro v i s io n  f o r  l i c e n s e  re n ew a l.

STATE  O F  A LA SK A -8- D IV I S ION  O F  L E G I S L A T IV E  A UD IT



RecomrnendatioTyl No. 3
The Board  o f  C h i r o p r a c t ic  E xam in e rs  sh o u ld  im prove e x am in a tio n  g u i d e l i n e s .
D u rin g  o u r re v iew ,- we n o te d  two exam ples o f  an em p loye r/em p loyee  r e l a t i o n s h i p  e x i s t i n g  betw een a Board  member and th e  in d iv id u a l  
t a k in g  th e  e x am in a tio n . E x am in a tio n  g u id e l in e s  sh o u ld  be e s t a b ­
l i s h e d  to  p re v e n t s i t u a t i o n s  where a Board  m em ber/em ployer i s  
a d m in i s te r in g  and g ra d in g  th e  S t a t e  e x am in a tio n  f o r  an em ployee. The se  g u id e l in e s  would p re v e n t any appea rance  o f  a c o n f l i c t  o f  
i n t e r e s t  f o r  th e  Board  member and th e  exam inee.
Recommendation No. 4
The Board  o f  C h i r o p r a c t ic  Exam in e rs  sh o u ld  r e v i s e  r e g u la t io n  
IT; AAC 16.200 r e g a rd in g  th e  is su a n c e  o f  tem po ra ry  p e rm i t s .
C u r r e n t l y ,  AS 08 .20 .160 a llo w s  f o r  th e  is su a n c e  o f  tem po ra ry  p e rm its  " t o  p e rso n s  a p p a re n t ly  q u a l i f i e d  u n t i l  th e  n e x t r e g u la r  
m ee tin g  o f  th e  B o a rd . "  The Board  a ls o  adop ted  12 AAC 16.200 as 
a d d i t io n a l  r e g u l a t i o n s  f o r  i s s u in g  tem po ra ry  p e rm i t s ,  The r e g ­
u l a t i o n s  s t i p u l a t e  t h a t  a tem po ra ry  p e rm it h o ld e r  m ust " p r a c ­
t i c e  in  a s s o c ia t io n  w i th  a l ic e n s e d  c h i r o p r a c to r  in  th e  S t a t e . "  
C u r r e n t ly  th e r e  i s  no d e f i n i t i o n  o f  " a s s o c i a t i o n . "  The te rm  
" a s s o c i a t i o n  w i th "  does n o t l im i t  th e  scope o f  s e r v ic e s  th a t  can be p e rfo rm ed  n o r r e q u i r e s  d i r e c t  o r  i n d i r e c t  s u p e r v i s io n  by 
th e  l ic e n s e d  c h i r o p r a c to r .  T h e re fo re ,  a tem po ra ry  p e rm it h o ld e r  
i s  a llow ed  to  p r a c t i c e  u n su p e rv is e d , f o r  up to  6 months p r i o r  
to  ta k in g  th e  S t a t e  e x am in a tio n .
I f  th e  Board  f e e l s  t h a t  th e  S t a t e  e x am in a tio n , b o th  w r i t t e n  and p r a c t i c a l  i s  n e c e s s a ry  f o r  p u b l ic  p r o te c t io n  th en  th e  is su a n c e  
o f  tem po ra ry  p e rm its  to  in d iv id u a l s  who can p r a c t i c e  c h i r o p r a c ­
t i c  u n su p e rv is e d  i s  n o t in  th e  b e s t  i n t e r e s t s  o f  p u b l ic  h e a l th .
T h e re fo r e ,  th e  Board  sh o u ld  r e v i s e  th e  r e g u la t io n s  on th e  i s ­
suance o f  tem po ra ry  p e rm its  to  in c lu d e  e i t h e r  a s u p e r v i s o r y  
re q u irem e n t o r  a l im i t a t i o n  on th e  s e r v ic e s  t h a t  can be p e r ­fo rm ed .
Recommendation No. 5
The Board  o f  C h i r o p r a c t ic  Exam ine rs sh o u ld  i s s u e ,  and th e  
D iv is io n - o f  O ccu p a tio n a l L ic e n s in g  sh ou ld  m a in ta in  th e  y e a r ly  
r e p o r t s  a s r e q u i r e d  by s t a t u t e .
A la s k a  S t a t u t e  37.07 r e q u i r e s  th e  Board to  p re p a re  and i s s u e  a 
p e rfo rm an ce  r e p o r t  which sh o u ld  in c lu d e  th e  B o a rd 's  g o a l s ,  ob ­j e c t i v e s ,  l i c e n s i n g ,  and f i n a n c i a l  in fo rm a t io n . F o r  F i s c a l  Y e a rs  l f8 1  and 1982, we cou ld  n o t lo c a te  th e  r e q u i r e d  r e p o r t  
f o r  th e  Board o f  C h i r o p r a c t ic  E x am in e rs . W ithou t th e  r e p o r t ,  
n e i t h e r  th e  L e g i s l a t u r e  n o r th e  G overnor have an ad equa te  b a s i s  f o r  e v a lu a t in g  and a n a ly s in g  th e  B o a rd 's  p e rfo rm ance  f o r  th e  y e a r .
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\! A N A L Y S I S  OF PUBLIC. H E E D  

!\  -------------------------------

L i m i t e d  A n a l y s i s

T h e  f o l l o w i n g  an aly s e s  i n d i c a t e  b o t h  p o s i t i v e  and n e g a t i v e  
factors  as they r e l a t e  to the p u b l i c  n e e d  as defi.'-u in the 
" s u n set" law. T h e s e  a n a l y s e s  are n o t  i n t e n d e d  to be 
c o m p r e h e n s i v e  b u t  t o ~ a d d r e s s  those areas w e  w e r e  able to 
c over d u r i n g  our review.

I . T h e  e x tent to w h i c h  the board, c o m m i s s i o n  or p r o g r a m  
h a s  o p e r a t e d  in the p u b l i c  interest"

A. The w r i t t e n  e x a m i n a t i o n  r e q u i r e m e n t  is r e d u n d a n t
of the r e q u i r e d  N a t i o n a l  B o a r d  e x a minati on, e x ­
cept for c e r t a i n  areas c o v e r i n g  A l a s k a  law, r e­
sul ting in d u p l i c a t e  t e s t i n g  of A l a s k a n  a p p l i­
cants (see R e c o m m e n d a t i o n  No. 1).

B. The B o a r d  has n o t  e s t a b l i s h e d  a formal p a s s i n g  
grade for the State examination.

I I . T h e  extent to w h i c h  the o p e r a t i o n  of the board, c o m­
mission , or a g e n c y  p r o g r a m  has b e e n  i m p e d e d  or en- 
h a n c e d  by e x i s t i n g  statutes, p r o c e d u r e s , ana p r a c t i c e s  
w h i c h  it has adopted, and any other matter, i n c l u d i n g ' 
budgetary, r e s o u r c e  and p e r s o n n e l  m a t t e r s .

A. The D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g  (OL) has
not p r o v i d e d  l i c e n s i n g  and e x a m i n a t i o n  statistic s
for the B oard to use in their a n nual report.

III. T he extent to w h i c h  the board, c o m m i s s i o n  or a g encv
has r e c o m m e n d e d  s t a t u t o r y  changes' w h i c h  are g e n e r a l l y  
of b e ne fit to the p u b l i c  i n t e r e s t .

A. The B o a r d  has i n i t i a t e d  the r e p e a l  of the r e g u l a­
tion on a d v e r t i s i n g  that was in v i o l a t i o n  of 
a n t i t r u s t  laws.

B. The B o a r d  has drafted, but not yet adopted, a 
r e g u l a t i o n  r e q u i r i n g  c o n t i n u i n g  e d u c a t i o n  for 
license renewal.

C. The s t a t u t e s  p r o v i d i n g  for l i c e n s u r e  of A s s o c i a t e  
C h i r o p r a c t o r s  has b e e n  repealed.

IV. T h e  extent to w h i c h  the board, c o m m i s s i o n  or agencv  
has e n c o u r a g e d  i n t e r e s t e d  persons to report to it~"~ 
c o n c e r n i n g  the e f f e c t  or its r e g u l a t i o n s  and d e c i s ions 
on the e f f e c t i v e n e s s  ot service, e c o n o m y  or service, 
a n d  a v a i l a b i l i t y  of service w h i c h  it has p r o v i d e d .

A. The Board p u b l i s h e s  p u b l i c  n o t i c e s  of all
exami n a t i o n s ,  me etings, and r e g u l a t i o n  changes.
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V. T h e  extient to w h i c h  the b o a r d , co m m i s s i o n e r  agency 
H a s  e n c b p t a g e d  p u b l i c  participation**in trie matting of 
its r e g u l a t i o n s  a n d  d e c i s i o n s.

A. T h e  B o a r d  announc' p r o p o s e d  r e g u l a t i o n  changes i
or a d d i t i o n s  in • * n e w s p a p e r ,  a c c o r d i n g  to the 
A d m i n i s t r a t i v e  P r o c e d u r e s  Act.

V I . T h e efficiency- w i t h  w h i c h  p u b l i c  i n q u i r ies or c o m­
pla i n t s  r e g a r d i n g  the a c t i v i t i e s " o f  the board, c o m m i s­
sion or a g e n c y  f i l e d  w i t h  it, w i t h  the d e p a r t m e n t  to j
w h i c h  a b o a r d  or c o m m i s s i o n  is a d m i n i s t r a t i v e l y  a s­
signed. or w i t h  the o f f i c e  of the o m b u d s m a n  have been 
p r o c e s s e d  a n d  r e s o l v e d .

A. A c c o r d i n g  to the D i v i s i o n  of O c c u p a t i o n a l  L i c e n s­
ing's files, there h a v e  b e e n  a p p r o x i m a t e l y  f i f teen 
i n v e s t i g a t i o n  cases in the p a s t  four years w i t h  
an a v e r a g e  case l e n g t h  of e l e v e n  months.  No c o m­
pla i n t s  h a v e  b e e n  f i l e d  w i t h  the O f f i c e  of the 
O m b u d s m a n  or the A t t o r n e y  G e n e r a l ' s  office.

VII. T h e  extent to w h i c h  a b o a r d  or c o m m i s s i o n  w h i c h  r e g u­
lated e n t r y  into an o c c u p a t i o n  or p r o f e s s i o n  has p r e­
sen t e d  q u a l l F i e d  a p p l i c a n t s  to serve the p u b l i c .

A. T h e  B o a r d  issues t e m p o r a r y  license s to i ndivi duals 
so they m a y  p r a c t i c e  u n s u p e r v i s e d ,  until the next 
s c h e d u l e d  e x a m i n a t i o n  (see 'Recommendation No. A).

VIII. T h e e x t e n t  to w h i c h  state p e r s o n n e l  pract ices, i n c l u d­
i n g a f f i r m a t i v e  a c t i o n  r e q u i r e m e n t s ,  have be en com-
p l i e d  w i t h  b y  the board, c o m m i s s i o n  or a g e n c y  to its 
own a c t i v i t i e s  and the ar ea of a c t i v i t y  or i n t e r e s t .

A. A p p l i c a t i o n  for l i c e n s u r e  as a c h i r o p r a c t o r  r e­
qui r e  i n f o r m a t i o n  a n d  p h o t o g r a p h s  w h i c h  the D i v i­
sion of E q u a l  E m p l o y m e n t  O p p o r t u n i t y  (EEO) b e­
lieves m a y  not be n e c ^ ^ s a r y  to d e t e r m i n e  the 
q u a l i f i c a t i o n s  of the applicant.

IX. The e xtent to w h i c h  statutory, r e g u l a t o r y , b u d g e t i n g
or o t h e r  c h a n g e s  a r e " n e c e s s a r y  1:0 e n a b l e  the a g e n c y V  
b o a r d  or c o m m i s s i o n  to b e t t e r  serve Che int erests ot 
the p ublic a n d  to c o m p l y  w i t h  the factors e n u m e r a t e d  
m  this s u b s e c t i o n .

P l e a s e  r e f e r  to the r e c o m m e n d a t i o n s  s e c t i o n  of this 
r e p o r t .
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M  A P P E N D I X  A

[\
B OARD C'F C H I R O P R A C T I C  E X A M I N E R S  

R E V E N U E S  C O M P A R E D 1 7 I T H  E X P E N D I T U R E S

F o r  the F i s c a l  Y e a r  E n d e d  J u n e  3 0 , 1 5 8 2

(UNAUDITED)
(Note 1)

A v e r a g e  R e v e n u e  (Note 2) $ 8,680

Less: E x p e n d i t u r e s  (Note 3) 42,240

E x c e s s  of E x p e n d i t u r e s
O v e r  R e v enues $33,560

R e v e n u e  T y p e Amowint C o l l e c t i o n  T i m e

E x a m i n a t i o n  Fee $ 50 W i t h  a p p l i c a t i o n
R e - e x a m i n a t i o n  Fee 2.0 W i t h  a p p l i c a t i o n
T e m p o r a r y  P e r m i t 50 W i t h  a p p l i c a t i o n
I n i t i a l  L i c e n s e 200 W i t h  license i s s u a n c e
R e n e w a l  L i c e n s e 200 E v e r y  four years

Note 1

This r e v e n u e / e x p e n d i t u r e  c o m p a r i s o n  w a s  p r e p a r e d  f r o m  a v a i l­
able r e c o r d s  and d i s c u s s i o n s  w i t h  O c c u p a t i o n a l  L i c e n s i n g  
personnel. The r e cords w e r e  r o t  a u d i t e d  b y  us and a c c o r d i n g­
ly w e  do n o t  express an o p i n i o n  on the Board's R e v e n u e s  C o m­
pa r e d  w i t h  Expenditures.

N o t e  2

T he m a j o r i t y  of the r e v e n u e s  c o l l e c t e d  are c o m p o s e d  of li­
cense r e n e w a l  fees. T n e s e  fees are c o l l e c t e d  by m o s t  b o ar ds 
once e v e r y  two or four years and causes revenu es in one year 
to be m u c h  g r e a t e r  than the revenues c o l l e c t e d  in the n e x t  
year. Ther efore, w e  c a l c u l a t e d  and r e p o r t e d  an a v e r a g e  of 
the r e v e n u e s  c o l l e c t e d  in Fiscal  Y ears 1981 and 1982 in o r d e r  
to o b t a i n  a m o r e  a c c u r a t e  r e p r e s e n t a t i o n  of r e v e n u e s  c o l­
lected.

Note 3

E x p e n d i t u r e s  include those m a d e  by b o a r d  mem be r s ,  such as 
travel and per diem, and an a l l o c a t e d  p e r c e n t a g e  (estimated) 
of total a d m i n i s t r a t i v e  exp enses of the D i v i s i o n  of O c c u p a­
tional Licensing. T h e y  do n o t  include  e x p e n d i t u r e s  for e f­
forts of o t h e r  d e p a r t m e n t s  (such .is the D e p a r t m e n t  of Law) 
a s s i s t i n g  the b o a r d s  and the Division.
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BILL SHEFFIELD; GOVERNOR

M
B E P A R T M F J T  O F  CO M >f E R f F  A 

E C O N O M I C  D E V E L O P M E N T
P O U C H D
J U N E A U .  A L A S K A  99811 

P H O N E :  465-2500

OFFICE OF THF. COMMISSIONER 
July 5, 1983

Mr. Gerald L. Wilkerson, CPA

Legislative Aud it or  f
Division of Legislative Audit r - -

Pouch W

Juneau, Alaska 99811 

Dear Mr. Wilkerson:

Thank y ou  for the opportunity to comment on y o u r  February 28, 1983 

audit findings entitl ed  A Performance Report on the Board of C h i r o­

p ractic Examiners, July 1, 1980 to February 28, 1 98 3 . The Department 

of Commerce and 'Economic Development feels that the licensing of 

chiropractors and the continuation of the Board of Chiropractic 

Examiners is in the public interest. The following are our comments 

with regard to the specific recommendations outlined in y o u r  findings.

Prior Audit Recommendation No. 1: The Board of Chiropractic E x a m­

iners should eliminate Part I (written) of the State Ex a mi na ti o n.

The department does not object to this recommendation. The audit 

findings present substantial evidence that part one of the State 

examination duplicates the national examination by testing the same 

knowledge base. It is the policy of the deiartment to oppose unn ec es­

sary obstacles to licensure since they may delay or discourage c o m p e­

tent practitioners from offering their services to the public.

However, the board contends that there are several key differences 

in the two examinations which merit retention of both.

First, the national examination is normally taken by students immedi­

ately out of school and is, therefore, a w ea ke r indicator of the 

individual's ability to retain basic knowledge over time.

Second, the national examination has straight mu lt ip le  choice q u e s­

tions while the State written examination tests the knowledge base 

through questions which emphasize practical applications.

For these two reasons, primarily, the board feels that the State's 

written portion provides a reasonable and more desirable level of 

public protection. In view of the board's concerns, consideration 

might be given to requiring a State written examination only for 

those candidates who have not passed the national examination within 

a reasonable period of time (e.g., two years) prior to application 

for licensure.

03-H 2LH
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Mr. Gerald L. Wilkerson

\1
K

- 2 - July 7, 1983

Prior Audit R ecommendation No. 2; Legislation should be introduced 

requiring continuing education for chiropractors as a provision of 

license r e n e w a l . The department concurs with the audit finding that 

"to fulfill the Alaska S t a t u t e s . . .the board should adopt continuing 

education regulations for chiropractors as a provision for license 

renewal." However, t he  department questions the assumption that 

continuing education assures continuing competence and that it is the 

State's responsibility to require such education. Continuing e d uc a­

tion regulations entail additional costs of doing business which are 

passed on to the consumer.

R ecommendation No. 3: The Board of Chir opr ac ti c Ex-.miners should

improve examination g u i d e l i n e s . The department concurs with this 

recommendation. Written examination guidelines should be established 

and followed to prevent situations where board member/e mp lo ye r is 

administering and grading the State examination for his/her employee.

R ecommendation No. 4: The board should revise regulation 12 AAC 16.200

regarding the issuance of temporary p e r m i t s . The department concurs 

with this recommendation. More appropriate controls over practice 

under temporary permits should be established to assure public 

protection.

Recommendation No, 5: The board should fulfill its statutory reporting

r e q u i r em e nt s . The department concurs with this recommendation.

Thank you again for this opportunity to comment on yo ur  findings.

Richard A. Lyon 

Commissioner

RAL/saH/37
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Board of Chiropractic Examiners

Current Number of Licensees - 95

FY '83 - Allocated 10.5 (Board Travel and Per Diem)

Revenues (7/1/82 - 7/1/83) 
Contractual

5.5
23.0

Board Travel and Per Diem 

♦♦Personal Services 

♦Contractual

12.9
8.6
1.5

Total 23.0

FY '84 - Allocated 5.5 (Board Travel and Per Diem)

Revenues (7/1/83 - 2/1/84) 1.4

9.5Contractual

Board Travel and Per Diem 
♦♦Personal Services 

♦Contractual

5.0
4.1 

.4
Total “9 3

FY '85 Board Component - Division Budget Total - 95.0 

Board of Chiropractic Examiners Allocation - 2.3

* The above items are funded in the di vi si on’s budget under the 
Administration component.

♦*  Personal services or 1/3 of one licensing examiner's position.

STATE OF ALASKA DEPARTMENT OF COMWP’^ I  A ECONOMIC DEVELOPMENT DIVISION OF OCCUPATIONAL UCffNWH* POL)OH D
JUNEAU,ALASKA SN ft . . . . . .



Register 86, July 1983 PROFESSIONAL AND
VOCATIONAL REGULATIONS

12 AAC 16.200
12 AAC 16.211

(1 )  meets the requirements o f 12 AAC 
16 .030 ;

(2 )  furnishes the board with the name o f  the 
licensed chiropractor in the state with whom he 
or she will associate while practicing under au­
thority o f the temporary permit;

(3 ) has net previously taken and failed the 
examination: and

(4 ) has not previously held a temporary 
permit.
(b) A temporary permit holder must

(1 ) provide the board with a statement sworn 
) by a licensed chiropractor in the state with 
l,om the temporary permit holder will prac­

tice, that the licensed chiropractor assumes all 
legal liability for the practice o f the temporary 
permit holder.

(2 ) display his or her temporary permit in a 
conspicuous place in the office where the holder 
practices chiropractic; and

(3 ) inform the board o f  a change in his or 
her mailing and practicing address.

(c ) A temporary permit is valid until the 
results o f the next scheduled examination are 
received by the applicant. If an applicant is 
unable to appear for the first scheduled exam­
ination, the board will, in its discretion, extend 
the temporary permit until the results o f  the 
next scheduled examination are received. The 
board will not extend a temporary permit more 
than once.

(d ) Temporary permits are subject to termina­
tion by the board at any time if, in the board’s 
determination, the holder o f the permit is 
violating ethical behavior or law after being 
warned by the board that this action in regard 
to him or her was being contemplated. (EF*. 
3/8/71. Reg. 37 , am 3/31/82 , Reg. 81 ; am 
10/21/82, Reg. 84 )

Authority: AS 08 .20 .055  
AS 08 .20 .160

12 AAC 16 .211 . CHIROPRACTIC ASSO­
CIATES. (a) No associate may treat or diagnose 
a patient professionally unless

(1 )  he establishes and provides the board 
with documented evidence o f a supervisory rela­
tionship wliich includes

(A ) name," license number, address and 
signature o f  the licensed supervising chiro- 
practer;

12 AAC 16.210. ASSOCIATES. Repealed 
9/30/81.



Register 86, July 1983 PROFESSIONAL AND
VOCATIONAL REGULATIONS

12 AAC 16.120
12 AAC 16.200

12 AAC 16.120. D ISTURBANCE. An appli­
cant may not communicate with another appli­
cant during the examination. Communication 
with another applicant will result in immediate 
dismissal from the entire examination. (Eff. 
3/8/71 , Reg. 37 ; am 9/30/81 , Reg. 79 )

Authority: AS 08 .20 .055
AS 08 .20 .130 (a )

12 AAC 16.130. SECTIONS OF EXAMINA­
TION . (a) The examination consists o f  the 
following sections:

(1 )  a written examination covering subjects 
described in 12 AAC 16.070 and the provisions 
o f  AS 08 .20 ;

( 2 )  a practical and oral examination of the 
following subjects:

(A ) Clinical proficiency, including 
manipulation technique, physiotherapy and 
clinical examination procedures;

(B ) physical diagnosis;
(C ) X-ray technique and interpretation;

and

(D ) Any other subjects which, in the 
opinion o f the board, arc necessary to demon­
strate knowledge o f  chiropractic as defined in 
AS 08 .20 .220 .

(b) An applicant shall rely solely on his own 
judgment for the meaning o f each question and 
on his own knowledge o f  the subject in answer­
ing each question.
(e) A grade o f at least 75 percent on the 

written examination and a grade o f at least 75 
percent on each subject o f  the practical and oral 
section ir. a passing grade. (Eff. 3 /8/71 , Reg. 37 ; 
am 9/30/81 , Reg. 7 9 ; am 10/21/82, Reg. 8 4 ; am 
4/22/83 , Reg. 86)

Authority: AS 08 .20 .055  
AS 08 .20 .120  
AS 08 .20 .130

12 AAC 16.140. GRADES, (a) An applicant 
failing to make required grade average will be 
credited for the subjects passed.

(b ) An applicant failing to attain a general 
average rating o f  75 percent after two examina­
tions is required to produce evidence o f  re­
fresher courses in the subjects failed before he 
is allowed a reexamination. (Eff. 3 /8/71 , Reg. 
37 )

Authority: AS 08 .20 .055  
AS 08 .20 .130

12 AAC 16.150. REEXAM INTION . An appli­
cant may apply for reexamination by

(1 )  informing the board o f  his intention at 
least 30 days before the next regularly scheduled 
examination; and

(2 )  paying the 
3/8 /71 , Reg. 37 )

reexamination fee. (Eff. 

Authority: AS 08 .20 .055
12 AAC 16.160. TIME. Repealed 9/30/81.

12 AAC 16.170. SPECIAL EXAMINATION. A
special examination o f  an applicant may be 
allowed if all members o f  the board agree and 
notice o f 30 days in writing is given to the board 
and the applicant has complied with the provi­
sions o f  this chapter and AS 08 .20 . (Eff. 3/8/71, 
Reg. 37 )

Authority: AS 08 .20 .055
12 AAC 16.180. RECONSIDERATION OF  

PAPERS. The examining board will not re­
consider an applicant’s examination papers un­
less the applicant presents his reason in writing 
to the board. The applicant is bound by the 
decision of the board. (Eff. 3 /8/71 , Reg. 37 )

Authority: AS 08 .20 .055
12 AAC 16.190. LICENSES AND CERTI­

FICATES. (a) The board will issue a renew­
able consecutively numbered license to a per­
son passing the examination.
(b) The board will issue a certificate to a per­

son passing the examination. The certificate, 
issued on a one-time basis, will contain the sig­
natures o f  all board members. (Eff. 3 /8/71 , Reg. 
37 ; am 9 /30/81 , Reg. 79 )

Authority: AS 08 .20 .055
12 AAC 16.200. TEMPORARY PERMITS, (a)

The board will, in its discretion, issue a tem­
porary permit to an applicant who

)

)
1 2 -1 6 n
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B U D G E T  A N D  A U D I T  C O M M I T T E E

March 31, 1983

Members of the
Legislative Budget and Audit Committee:

In accordance with the provisions of Titles 24 and 44 of the 
Alaska Statutes (sunset legislation), the attached report is 
submitted for your review.

A PERFORMANCE REPORT 
ON THE BOARD OF 

EXAMINERS III OPTOMETRY

July 1, 1980 - March 31, 1983

Gerald L. Wilkerson, CPA 
Legislative Auditor 
Division of Legislative Audit



TABLE OF CONTENTS

Purpose and Scope of the R e p o r t ................................1

Organization and F u n c t i o n ....................................... 3

Report C o n c l u s i o n ..................................................5

Findings and Recommendatior..................................  7

Analysis of Public N e e d .......................................... 9

Appendix:

A. Board of Examiners in Optometry
Revenues Compared with Expenditures ...............  13

Agency Response:

Department of Commerce and Economic Development . . .  15

Page

STATE O F  ALASKA DIVISION O F  I.EG ISLAT'VE AUDIT



PURPOSE AND SCOPE OF THE REPORT

Purpose

In accordance with the intent of Titles 24 and 44 of the 
Alaska Statutes (sunset l e g i s l a t i o n ) , we have examined the 
activities of the Board of Examiners in Optometry for the 
past three fiscal years to determine if the Board has been 
operating in an efficient and effective manner.

Legislative intent requires consideration of this report 
during legislative oversight hearings to determine whether 
the Board of Examiners in Optometry should be reestablished. 
The law now specifies that the Board will terminate June 30, 
1984, and have one year from that date to conclude its a f­
fairs .

Scope

The major areas of our examination were the licensing, e x­
amination, administration, complaint, and affirmative action 
functions of the Board. We reviewed and evaluated the fol­
lowing :

1. Applicable statutes and regulations.

2. Tests of files and documents of licensees.

3. Interviews with the license examiners.

4. Complaints filed with the Division of Occupational L i­
censing, Human Rights Commission, Equal Employment O p­
portunity Office, Attorney General's Office, and the 
Ombudsman's Office.

5. Discussions with Board members.

6. Minutes of Board meetings and Division correspondence 
f i l e s .

7. Attorney General's Opinions applicable to professional 
b o a r d s .
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ORGANIZATION AND FUNCTION

The Board of Examiners in Optometry is a regulatory board 
consisting of five persons; four optometrists and one public 
member, appointed by the Governor. Board members serve 
staggered terms of four years.

The Board regulates the practice of optometry. The Board 
sets the m i n i m u m  standards to practice in Alaska by:

1. Examining and issuing licenses to qualified applicants.

2. Establishing, amending, or eliminating regulations c o n­
trolling optometry practices.

3. Revoking, annulling, or suspending licenses in a c c o r­
dance with the Administrative Procedures Act when a 
person has violated optometry statutes or regulations.
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REPORT CONCLUSION

This review contains policy issues raised as a result of our 
evaluation of various Board practices. The final policy 
decisions affecting the practices are not w ithi n the scope 
of this report, but requires legislative consideration. In 
debating these issues, the oversight committees should take 
into consideration the findings and recommendations p r e s e n t­
ed in this report so the potential impact of policy changes 
can be evaluated.

Report Conclusion

In our opinion, the Board of Examiners in Optometry should 
be reestablished. The regulation and licensing of qualified 
professionals is necessary to protect the public's health, 
safety, and welfare. The Board provides this service by 
establishing minimum educational and experience requirements 
that provide reasonable assurance that persons licensed are 
qualified. Also, assurances that those licensed act in a 
competent manner is provided by active investigation of c o m­
plaints and revocation or suspension of licenses where a p­
propriate .

However, the following findings describe areas where w e a k­
nesses or conflicts exist. We have made recommendations 
which, if implemented, will improve the efficiency and e f­
fectiveness of the Board.
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FINDINGS AND RECOMMENDATION

The Board of Examiners in Optometry should repeal its a n t i­
competitive and restrictive regulations [12 AAC 
4 8 . 0 7 0 ( a ) - ( e ) j .

We reviewed the Board's regulations to determine if they are 
anticompetitive and restrictive. Legislative Audit's 1978 
report on the Board recommended repeal of 12 AAC A S . 070 s u b­
sections (b) and (c) because of their restricti' a and a n t i­
competitive nature.

Regulation 12 AAC A8.063 requires certain information to be 
contained in advertising in the same type size as the main 
body of the advertisement. Regulation 12 AAC 48..070(a)(1),
(2), (3), (6), and (8) limit advertising. Advertising is 
not allowable except as delineated by 12 AAC 48. This 
includes limitations on type size in ads, display of m e r c h­
andise, shape and size of signs, and house-to-house s o l i c i­
tation.

Regulation 12 AAC 48.070(b), wor! ng for a corporation, 
states in part:

An optometrist may not practice the profession for a 
commercial establishment or business primarily engaged 
in trade or commerce for profit.

Similarly, regulation 12 AAC 48.070(c), prohibiting the 
practice of optometry and the advertising of same as an e m­
ployee, lessee, sublessee of, or in connection with, a c o m­
mercial or mercantile establishment, states in part:

It is unlawful for an optometrist to practice optometry 
as an employee, lessee, or sublessee of a commercial or 
mercantile establishment or to practice optometry in 
connection with one, or to advertisa either in person 
or through a commercial or mercantile establishment.

Regulation 12 AAC 48.070(d), which prohibits the practice of 
optometry on premises where any other materials are d i s­
pensed, states in part:

No optometrist may practice in or on premises where any 
materials other than those necessary to render his p r o­
fessional services are dispensed to the public.

1*. ’■> a I ] y , regulation 12 AAC 48.070(e), which limits the n a­
ture of signs, states in part:

Recommendation No. 1
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No optometrist may display a sign containing other then 
his name, profession, recognized specialty, and office 
hours. It may be used only on office windows or at an 
entrance to his office.

The point of view that these regulations are restrictive, 
anticompetitive, and absent of clear statutory policy to r e­
strain competition is.supported by m e m o r a n d u m  A 6 6 - 1 9 1 - 7 9 A  
from the A ttorney General's Office dated October 29, 1980. 
That memo states in part that:

There must exist clear statutory policy to restrain 
competition before a state regulatory agency m a ,r p r o­
mulgate regulations to restrain competition if rederal 
antitrust immunity is to occur, 12 AAC 48.063 m a y  be 
construed to limit advertising to print media, and is 
anticompetitive and violative of antitrust law since no 
such restriction is found in the statute prohibiting 
false or misleading advertising. 12 AAC 48.070 s u b s e c­
tions (a)(1), (2), (3), and (6) impede competition and 
go beyond what is necessary to limit false and m i s l e a d­
ing advertising, the only specific statutory p r o h i b i­
tion, they are violative of antitrust lav;. Subsection
(a)(8) is likewise anticompetitive. Subsection (b) 
restrains competitive opportunity among optometrists 
and there is an absence of specific statutory policy to 
support the regulation. Therefore, it is unlawful. 
Subsection (c) is violative of antitrust law on the 
same basis as subsection ( b ) . Subsection (d) clearly 
limits competitive opportunity and has no basis in 
specific statutory authority. It is, therefore, v i o­
lative of antitrust lav;. Subsection (e) is a n t i c o m­
petitive, without statutory authorization, and, c o n s e­
quently, violative of antitrust lav-;.

In a m emor andum dated October 6, 1978 addressing 12 AAC 
48.070 (b) and (c), the attorney for the Legislative Affairs 
Agency states that those subsections may be u nauthorized and 
restrictive..

In addition, if no action is taken by the Board, we r e c o m­
mend that the State Legislature consider the repeal of the 
r e g u l a t i o n s .
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ANALYSIS OF PUBLIC NEED

L:.mited Analysis

The following analyses indicate both positive and negative 
factors as they relate to the public need as defined in the 
"sunset’5 law. These analyses are not intended to be c o m p r e­
hensive, but to address those areas we were able to cover 
during our examination.

I . The extent to which the board, commission or program 
has operated in the public i n t e r e s t . '

A. The Board has expanded regulations governing c o n­
tinuing education requirements for license r e n e w­
al.

B. The Board has adopted regulations concerning 
working for a corporation and leasing of c ommer­
cial property which unduly restricts the practice 
of optometry by licensed, qualified optometrists 
w h i c h  may be in violation of antitrust laws (see 
Recommend ation No. 1).

II. The extent to which the operation of the board, c o m­
mission, or agency program has been impeded or en- 
hanced by existing statutes, procedures, and practices 
w hich it has adopted, and any other matter, including 
budgetary, resource, and personnel m a t t e r s .

A. The Governor has not appointed the public member 
to the Board. It has been operating for almost a 
year with only.four members.

III. The extent to which the board, commission, or agency 
has recommended statutory changes wh ich are g e n e r a l l y  

of benefit to the public i n t e r e s t i

A. The Board recommended CSSB 551 to help clarify 
the optometry law by requiring the written 
portion of the exam to be the National Board of 
Examiners in Optometry examination.

IV. The extent to which the board, commission, or agency
has encouraged interested Dersons to report to it con-
cerning the effect of its regulations and decisions on
the etfectiveness of service, economy of service, and
a\ai lability of service which it has provided.

A. The Board placed advertisements requesting input 
on proposed regulation changes.
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V. The extent to which the board, commission, or agency 
Has encouraged public participation in the making or 
its regulations and d e c i s i o n s .

A. The Board's meetings and examinations are a d­
vertised in newspapers by OL to encourage public 
participation.

V I . The effici ency w i t h  w h i c h  public inquiries or com ­
plaints regarding the activities of the board, c o m m i s­
sion, or agency filed with it, with the department to 
w h i c h  a board or commission is administrativ ely a s­
signed, or with  the O ffic¥ or the Ombudsman have Seen 
processed and r e s o l v e d ,

A. The Office of the Ombudsman and the Attorney
General's Office has no consumer complaints r e­
garding the Optometry Board.

V I 1. The extent to w h i c h  a board or commission which r e g u­
lates entry into an occupation or profession has p r e­
sented qualified applicants to serve the public"!

A. A  low number of complaints were filed w i t h  OL 
against optometrists in the last three years.

B. We found no instances where the Board had li­
censed unqualified practitioners.

VIII. The extent to wh ich State personnel practices, i n c l u d­
ing affirmative action r e q u i r e m e n t s , have been com- 
plied with bv the board, commission, or agency to its 
own activities and the area of activity or i n t e r e s t .

A. Applications for licensure require information
and photographs which the Division of Equal E m­
ployment Opportunity (EEO) believes may not be 
necessary to determine the qualifications of the 
a p p l i c a n t .

IX. The extent to which statutory, regulatory, budgeting, 
or other changes are necessary t o e n a b l e  the agency, 
Board, or commission to better serve the interests'of 
the public and to comply with the factors enumerated 
in this s u b s e c t i o n . *

Please refer to the previous section, Findings and 
Recommendation.
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APPENDIX A

B O A P v D  O F  E X A M I N E R S  I N  O P T O M E T R Y  

R E V E N U E S  C O M P A R E D  W I T H  E X P E N D I T U R E S  

For the Fiscal Year Ended 1982 
( U N A U D I T E D )

(Note 1)

Average Revenue (Note 2) $ 6,515

Expenditures (Note 3) 34,516

Excess of Expenditures Over
Revenues $(27.999)

Schedule 1 
Types of Revenues

Revenues Amount Collection Time

Examination Fee $ 50 With application
Reexamination Fee For

Written Portion $ 50 With application for 
reexamination

Waiver of Examination Fee $ 50 With application
Certificate Fee $100 With issuance of license
Renewal Fee $200 Every four years
Branch Office Registration

Fee $100 Every four years
Late Fee Fine $ 10 With late payment

Mote 1

This revenue/expenditure comparison was prepared from a v a i l­
able records and discussions with Occupational Licensing 
personnel. The records were not audited by us and, a c c o r d­
ingly, we do not express an opinion on the Board's Revenues 
Compared with Expenditures.

Note 2

The majority of the revenues collected are composed of li 
cense renewal fees. These fees are collected by most boards 
once every two or four years and causes revenues in one year 
to be much greater than the revenues collected in the next 
year. Therefore, we calculated and reported an average for 
the revenues collected in Fiscal Years 1981 and 1982 in o r­
der to obtain a more accurate representation of collected 
r e v e n u e s .

STATE OF ALASKA -13- DIVISION O F  LEGISLATIVE AU D IT



Note 3

Expenditures include those made by board m e m b e r s , such as 
travel and per diem, and an allocated percentage (estimated) 
of total administrative expenses of the Division of O c c u p a­
tional Licensing. They do not include expenditures for e f­
forts of other departments such as the Department of Law, 
assisting the boards and the Division.

STATE OF ALASKA -14- d i v i s i o n  OF LEGISLA TIVE AUDIT



D E P A R T M E N T  O F  C O M M E HICK A  % % £  a la s k a  s s s n
ECO 3 0 .71 aC 2) EY E L O P t t  ENT phone.- 455-2500

OFFICE OF THE COMMISSIONER 

August 12, 1983

Mr. Gerald L. Wilkerson, CPA 

Legislative Auditor 
Division of Legislative Audit 

Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on the preliminary 

findings of your audit of the State Board of Examiners in 

Optometry.

The department has reviewed your findings regarding the 

anticompetitive nature of certain vegulations and we concur 

with your recommendations. Thank you again for this opportunity 

to comment.

Richard A. Lycn 
Commi ssioner

RAL/mc5/3b
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Board of Examiners in Optometry

Current Number of Licensees - 81

FY '83 - Allocated 6.2 (Board Travel and Per Diem)

Revenues (7/1/82 - 7/1/83) 1.4

Contractual 9.4

Board Travel and Per Diem 3.1

**Personal Services 5.0

* Contractual 1.3

Total 9.4

FY '84 - Allocated 3.4 (Board Travel and Per Diem)

Revenues (7/1/83 - 2/1/84) 1.2
Contractual 5.2

Board Travel and Per Diem 1.4
**Personal Services (7/1/83 - 2/1/84) 3.1

^Contractual .7
Total ~57Z

FY '85 - Board Component - Division Budget Total - 95.0 

Board of Optometry Allocation - 1.9 |

* The above items are funded in the division's budget under the 

Administrative component.

** Personal services are 1/5 of one licensing examiner's position.

STATE OF AlASKA DEPARTMENT OF COMMERCB ft ECONOMIC DEVELOPMENT DIVISION OF OCCUPATIONAL LICE*(8iff® 
PGUOH DJUNEAU, ALASKA 00C11 . . ' .



SOLDOTNA OPTOMETRY CLINIC 
JO H N  A. DEMSKE. O.D .

DOCTOR Of OPTOMETRY 
WOODRUEF BI.DC. - SUITE 202. 1 SS SMITH WAY 

SOLDOTNA. AtC99669

TELELPHONE (907) 262-3168

March 6,1984

The H o n o r a b l e  R i c ha r d  E l i a s o n  

A l a s k a  S tate Senate 

P ouch V

Juneau, Ak. 99811 

Dea r S e n a t o r  Eliason,

Per our c o n v e r s a t i o n  d u r i n g  the h e a r i n g  of last w e e k  c o n c e r n i n g  SB 437, C o n­

tinuation of the B o a r d of E x a m i n e r s  in O p t o m e t r y ,  I have d i s c u s s e d  the issue 

of the a p p l i c a t i o n  p h o t o g r a p h  w i t h  the o t h e r  m e m b e r s  of the board.

B ot h  board m e m b e r s  e x p r e s s e d  a de si r e  to r e t a i n  the a p p l i c a n t s  p h o t o g r a p h  for 

p roof of i d e nt i f ication. The p h o t o g r a p h  is o u r  onl y  m e t h o d  to e n s u r e  that the 

individual s i t t i n g  for the e x a m  is indeed the a p p l i c a n t  w h o  filed the r e quired 

doc um e n t s  by mail. The onl y o t h e r  a l t e r n a t i v e  that we ca n  think of is to have 

f i n g e r p r i n t s .

If you have an a l t e r n a t i v e  that is m o r e  a g r e e a b l e  w i t h  the EEO, we w o u l d  

a p p r e c i a t e  y o u r  r e c o m m en d a t i o n s . T h a n k  you for you r time in this matter.

S i r  ’

cc: M a y n a r d  Falconer, O.D.

C h airman, O p t o m e t r y  B oa r d

W a n d a  Fleming, L i c e n s i n g  E x a m i n e r

; . Mc*nbrf
'  American Optomelric Association



PROFESSIONAL AND  
VOCATIONAL REGULATIONS

C

(E ) ocular motility and 
integrity;

neurological

12 AAC 48.065
12 AAC 48.070

(F ) a far point subjective examination, a 
static retinoscopy, and a subjective refraction;

(G ) a near point subjective examination, 
a dynamic retinoscopy and a subjective 
refraction;

(H ) tests o f accommodation and 
convergence and binocular coordination at far 
and near, preferably made with a phoropter; 
and

(I) confrontation Fields and tonometry 
tests;
(2 ) if contact lenses are prescribed, a routine 

vision examination includes, in addition to the 
requirements o f subsection (1 )

(A ) a slit lamp evaluation;

(B )  a fluorescein examination;

(C ) a diagnostic evaluation when soft 
lenses are prescribed; and

(D ) evaluation within three months in the 
case o f  firm lenses and within six months in 
the case o f soft lenses. (Fff. 2/14/78, Reg. 65 ; 
am 4/22/83 , Reg. 86)

Authority: AS 08 .72 .050  
AS 08 .72 .060

12 AAC 48 .070 . UNPROFESSIONAL  
CONDUCT, (a) An optometrist may not engage 
in unprofessional conduct within the meaning of 
AS 08 .72 .2 40 (3 ) .  Without limiting the general 
application o f the foregoing, the following 
conduct is a violation o f this section:

(1 ) except as provided by sec. 63 o f  this 
chapter, soliciting patients by advertising of any 
nature or description regardless o f means or 
media employed; however, upon the opening, 
reopening or removal o f  any office for the 
practice o f optometry, an optometrist may 
publish, in lcc.il newspapers, an announcement, 
which announcement is limited to a statement 
o f  his name, title, profession, degrees, specialty, 
address, telephone number and office hours; the 
announcement may not be published for more

than 90  days after the opening, reopening, or 
removal o f the office; the announcement may 
not exceed eight square inches in area;

(2 ) displaying any spectacle, eyeglasses or 
eyeglass or spectacle frames or mountings, 
goggles. lenses, prisms, spectacle or eyeglass 
cases, ophthalmic material o f any kind, 
optomctric instruments or optical tools cr 
machinery, or any merchandise, material or 
displays of a commercial nature in office 
windows or reception rooms or display cases 
outside the office, where the display o f the 
merchandise, material or display would make it 
visible from outside the office;

(3 ) using display or boldface type or type 
that is in any way dissimilar in size, shape or 
color to that used for others o f the healing arts 
in the same directory;

(4 ) using any false, deceptive, or misleading 
representation in connection with any
advertising concerning ophthalmic prosthetic 
products or optomctric services;

(5 )  using “ bait" advertising;

(6 )  using signs whether painted, neon, 
decalcomania, colored or otherwise, and
whether constructed in the form o f eyes or 
structures resembling them, or frames or 
mountings for any type o f lenses or other 
ophthalmic prosthetic products displayed in any 
manner or place connected with the practice of 
optometry;

(7 ) using publicly, a sign, card, stationery, or 
other publicity medium which fails to clearly 
identify the individual optometrist or
optometrists engaged in practice in an office or 
practice location, or using a name other than the 
name under which the optometrist is licensed 
including such designations as “ optical 
company,” “ optical laboratory,”  or words or 
phrases o f  like import which are out o f keeping 
with the use o f  the title “ Doctor o f  Optometry” 
and the practice o f  optometry as a profession;

(8) soliciting, personally or through agents, 
from house to house for the rendering o f  
optomctric services or sale o f  ophthalmic 
prosthetic products;

12-37
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VOCATIONAL REGULATIONS

12 AAC 48 .070  
12 AAC 48 .080

(9 ) advertising self-styled superiority or the 
performance o f  services in a manner presumed 
to be superior, cr the making o f  untruthful, 
improbable or impossible claims regarding 
treatments, cures, or values;

(10 ) lending, leasing, renting, or in any other 
manner placing a certificate o f  registration at the 
disposal o f  or in the service o f  any person not 
licensed to practice optometry in tnis state.
(b) An optometrist may not practice the 

profession on a salary or commission 
basis for a commercial establishment or 
business primarily engaged in trade or commerce 
for profit, or associate with such an establish­
ment or business for the practice o f  optometry. 
However, this subsection does not prohibit 
professional incorporation under the Profes­
sional Corporation Act, AS 10.45. The fact 
that an officer, trustee, director, agent, or em­
ployee o f a commercial establishment or 
business is an optometrist docs not permit the 
establishment or business to do the acts pro­
hibited in this subsection, nor is that fact a de­
fense to board action against any o f  the persons 
mentioned in this subsection for a violation 
o f this subsection. However, this subsection does 
not apply to a partnership o f  two or more 
registered and licensed optometrists who prac­
tice under their own names.
(c) It is unlawful for an optometrist to 

practice optometry as an employee, lessee, or 
sublessee o f a commercial or mercantile 
establishment or to praetice optometry in 
connection with one, or to advertise either in 
person or through a commercial or mercantile 
establishment that he is a registered practitioner 
and is practicing or will practice optometry as an 
employee, lessee, or ;jblessee o f  a commercial 
or mercantile establishment or in connection 
with one. Nothing in this subsection prohibits 
the rendering o f professional services to the 
officers and employees of a person, firm, or 
corporation by an optometrist, whether or not 
the compensation for the services is paid by the 
officers and employees or by the employer or 
jointly by all or any of them.

(d) No optometrist may practice in or on 
premises where any materials other than those 
necessary to render his professional services are 
dispensed to the public.

(e) No optometrist may display a sign 
containing other than his name, profession, 
recognized specialty, and office hours, which 
sign may be used only on office windows or at 
an entrance to his office. Letters may not be 
luminous or illuminated.

(f )  No optometrist may represent himself or 
herself as a specialist in an optometric field 
unless he or she is certified, as a diplomate of 
the American Academy o f Optometry or as a 
fellow o f  the College o f Vision Development, in 
a recognized specialty. The board recognizes 
American Academy certification in contact 
lenses, binocular vision, geriatric care, and low 
vision, and College o f  Vision Development 
fellowships in vision training and developmental 
vision. (In effect before 7/28/59 ; am 9/10/65, 
Reg. 21 ; am 4/24/71 , Reg. 37 ; am 2/14/78 , Reg. 
65 ; am 7/6/78 , Reg. 67 ; am 6/14/80 , Reg. 74)

Authority: AS 08 .72 .050 (4 )  
AS 08 .72 .060 (e )  
AS 08 .72 .240 (3 )

12 AAC 48 .080 . DEFINITIONS. Unless the 
content in this chapter otherwise states:

(1 ) “ Act,”  "law," or “ statute”  refers to AS 
08 .72 . ;

(2 )  “ regulations” referred to arc those made 
by the board in keeping with AS 08 .72 . ;

(3 )  “ registration”  means registration under 
AS 08 .72 .;

(4 ) “ chain exploitation”  means establish-

c

c

c

c

e
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J U N E A U .  A L A S K A  99911

THE LEGISLATURE
B U D G E T  A N D  A U D I T  C O M M I T T E E

F e b r u a r y  10, 1984

The Honorable  Joe Hayes 
Speaker of the House 
Alaska State Legislature  
Pouch V
Juneau, A l a s k a  99811 

Dear Mr. Speaker:

E n c l osed are six of the seven sunset audit reports of r e g­
ulatory boards that will terminate June 30, 1984. I am f o r­
warding these reports to you so that they m a y  be distributed 
to the appropriate standing committe es you will designate to 
p e r f o r m  the legislative o v e r sight function.

The boards are:

1. Board of Chiropractic E x a m iners (AS 08.20.010)

I
j

3. Board of Pharmacy (AS 08.80.010)

4. Board of Barbers and H a i r d r e s s e r s  (AS 08.13.010) \

5. State Board of Regist r a t i o n  for Architects, Engineers,j
and Land Surveyors (08.48.011)

6. ) Board of Public A c c o u n t a n c y  (AS 08.04.010)

The audit on the Alco holic Beverage. Control Board (AS 04.06- 
.010) is in process and will be available once release d by 
the L e g islative Budget and Audit Committee.

Please note that AS 08.03.020(a) provides that upon t e r m i n a­
tion, each board continues in exis tence until June 30th of 
the next succeeding year for the purpose of concluding its 
a f f a i r s .

2. Board of Examiners in O p t o m e t r y  (AS 08.72.0)0)

S i n c e r e l y ,

V

Rep. Robert Bettisworth, 
C hairman
L e g i s l a t i v e  Budget and Audit 

Committee



A PERFORMANCE REVIEW 

OF THE

B O A R D  O F  P U B L I C  A C C O U N T A N C Y

November 7, 1983

Commissioner of the Department of 
Commerce and Economic Development

Deputy Commissioner of the Department 

of  Commerce and Economic Development

Director of the Division of 

Occupational Licensing

RICHARD A. LYON

J. VINCENT O'REILLY

HARRY D. TRAEGER

Members of the 

Board of Public Accountancy

President - J. Shelby Stastny

Member - L„ Pete Hogan*

Member - Del oris Dash*

Member - Michael T. Cook*

Member - Vernon R. Johnson

Member - Sandra L. Langland

Member - Kaye May

* term expired April 25, 1983



A U D I T  DIVISION 

P O U C H  W  

J U N E A U ,  A L A S K A  99311

THE LEGISLATURE
B U D G E T  A N D  A U D I T  C O M M I T T E E

N o v e m b e r  7, 1983

M e m b e r s  of the
L e g i s l a t i v e  Eudget and Audit Committee:

In acco rd a n c e  w i t h  the intent of Title 24 and 44 of the 
A l a s k a  Statutes, the D i v i s i o n  of L e g i s l a t i v e  Audit was 
m a n d a t e d  to p e r f o r m  a "Sunset" r e v i e w  of the A la ska State 
Board of Public Accountancy.

As m a n y  staff m e mbers of the D i v ision h o l d  Certified Public 
A c c o u n t a n t  certificates, and are subjected to regula t i o n  by 
that Board, the D i v i sion lacked the apparent independence 
n e c e s s a r y  to p e r f o r m  the review.

The D i v i s i o n  contra c t e d  w i t h  R.W. Pavitt and Associates, 
Inc. to p e r f o r m  this review. This firm is a reputable m a n­
agement consul tant b u s iness that has b e e n  in o p e r at ion for 
several years. In addition, it conducted the r e v i e w  for us

We feel this report discharges our responsibility, m a n d a t e d  
u nder Title 24 and 44. The report is submitted for your 
review.

in 1979.

G e r a l d  L. Wilkerson, CPA 
L egisl a t i v e  A u d i t o r  
D i v i s i o n  of Leg isl a t i v e  Audit



R . W . p a v it t  a n d  A s s o c ia t e s . In c . 
P l a n n i n g  C o n s u l t a n t s

November 7, 1983

LEGISLATIVE AUDIT DIVISION 

State of Alaska 

Pouch W

Juneau, Alaska 99811

Attention Merle R. Jenson, Deputy Legislative Auditor 

Dear Mr. J e n s o n :

In accordance with the Contract for Services between the Legislative 

Audit Division and our firm, we have completed a performance review 

of the Board of Public Accountancy using guidelines and standards 

established in Alaska Statutes for such "sunset" audits.

The report, entitled A PERFORMANCE REVIEW OF THE BOARD OF PUBLIC 

ACCOUNTANCY, is hereby submitted.

R. li. Pavitt, AICP 
Presi dent

RWP/bp

130 SEWARD STREET •  ROOM 2 0 5  
JUNEAU. ALASKA 99801 •  (9 0 7 )5 8 6 -2 0 6 6
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PURPOSE AND SCOPE OF THE REVIEW

Purpose

In accordance with the intent of Alaska Statutes 24.20.271(1) and 

44.66.050 (Sunset legislation), a review of the Board of Public 

Accountancy was conducted to examine Board activities, operations, 

policies and accomplishments. The purpose of the review is to deter­

mine if the Board has operated in a fair, effective, efficient and 

economical manner in the performance of its statutory functions, duties 

and responsibilities.

As required by AS 44.66.050, this report shall be considered during the 

legislative oversight procedure in determining whether the Board of Pub­

lic Accountancy should be continued or reestablished. The law currently 

specifies that this Board will terminate on June 30, 1984, but will con­

tinue until June 30, 1985 for the purpose of concluding its affairs.

S cope

The major areas studied were the Board's operations, policies, procedures 

and its examination, licensing, administration, complaint and affirmative 

action responsibilities. Our review consisted of research, analysis and 

evaluation of the following:

(1) Applicable Alaska Statutes and Alaska Administrative 

Code regulations-,

(2) Records, minutes anJ documents of the Board and the 

Division of Occupational Licensing;

(3) Licensing and certification requirements of other 

ju ri sd ic t io n s;

(4) Interviews with Board members

(5) Interviews conducted with nersonnel of:

Division of Occupational Licensing 

Office of the Ombudsman

Human Rights Commission

(6) Compaints filed with:

Human Rights Commission 

Office of the Ombudsman



ORGANIZATION AND FUNCTION

Although regulation of the Drofession of public accountancy in Alaska 

dates back to 1949, the Alaska State Board of Public Accountancy was 

established by the First Alaska Legislature when it adopted the 

Accountancy Act of 1960 (AS 08.04). An amendment to the Act in 1976 

r„dded two public members to the Board, bringing its total membership 

to seven. (Chapter 258 SLA 1976).

The Act was further amended in 1980 (Chapter 82 SLA 1980) to provide 

that of the seven board members, five shall be certified public accoun­

ts oS and two members shall be public members. Other changes, both 

technical and substantive, were made in the 1980 amendments, but the 

Accountancy Act as amended continues to assign to the board the following 

major responsibilities:

1. the promulgation and amendment of rules to "establish and 

maintain a high standard of integrity and dignity in the 

profession of public accountancy" (AS 08.04.080)

2. granting of certificates of "Certified Public Accountant" to 

persons meeting the specified requirements (AS 08.04.100)

3. administering the Uniform CPA Fxamination prepared and 

graded by the Board of Examiners of the American Institute 

of Certified Public Accountants jAS 08.04.130)

4. registration of partnerships and corporations engaged in 

the practice of public accountancy (AS 08.04.240)

5. prescribi'ig requirements for continuing education as a pre­

requisite to renewal of permits to practice (AS 08.04.425)

6. consideration of revocation or suspension of a certificate 

or license for a cause specified in the Act (AS 08.04.450)

7. consideration of reinstatement of a revoked or suspended 

certificate or license (AS 08.04.490)

8. consideration of application to the appropriate court for 

an order enjoining certain unlawful acts (AS 08.04.630)

Except for the exemptions specified in AS 08.04.570, the Accountancy Act 

of 1960 prohibits the practice of public accountancy by any individual, 

firm, partnership or corporation not holding a currently valid certificate 

license and/or permit to practice in Alaska (AS 08.04.500 et s e q . ).
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REPORT CONCLUSION

In our opinion, Jh<2 Board of Public Accountancy should be continued. 

Projection of the public interest is a basic tenet of Alaska's Consti­

tution, and a continuing responsibility of state government. We believe 

that state regulation and” licensing of the profession of public accoun­

tancy is necessary and desirable for the continued protection of the 

citizens of Alaska.

That conclusion is supported by the following rationale:

• Financial statements, audited and attested by certified public 

accountants, are relied on by many persons required to make ju dg e­

ments on important financial and business transactions. Users of 

such financial statements cannot reasonably be expected to investi­

gate the individual qualifications and competency of every accountant 

who performs the attest function.

• State licensing and regulation protects the public from incompetent 

and fraudulent practitioners.

• State licensing and regulation assures the public that only individ­

uals who have proven themselves skilled and knowledgeable of technical 

accounting principles and procedures may perform the attest function.

• The public interest is advanced when individuals, financial institu­
tions, businesses and government agencies are able to identify and 

rely on public accountants who have demonstrated professional skill 

and competence.

All fifty states of these United States, the District of Columbia, Guam, 

Puerto Rico and the Virgin Islands require that a person must pass the 

Uniform CPA Examination in order to qualify for a CPA license. Every 

jurisdiction has found it in the public interest to pa-s laws regulating 

public accountancy, and each has established a board of accountancy to 

administer and enforce the laws. Although the requirements of those laws 

with respect to experience, education, age, citizenship and residency vary 

somewhat from one jurisdiction to another, the requirements of the Alaska 

Accountancy Act of 1960, as amended, appear reasonable and prudent when 

reviewed along with the accountancy laws of other jurisdictions.

The Alaska Statute governing public accountancy is clearly designed to 

set apart those who have met certain qualifications for a license, and



to restrict the use of  the titles "Certified Public Accountant" and 

"Public Accountant" to those who have so qualified. The policies and 

practices of the Board of Public Accountancy observed in the conduct 

of  this review appear to be consistent with that o bj e c t i v e .

FINDINGS AND RECOMMENDATIONS 

FINDINGS

An exhaustive performance audit of the Board of  Public Accountancy was 

conducted in the fall of 1979. Eight specific recommendations were made 

in that review. The recommendations made, and actions taken pursuant to 

the legislative oversight hearings of 1980 follow:

Recommen dation No. 1

The qualifications and conditions of Board membership (AS 08.04.020) 

should be amended to specify five certified public accountants or 

public accountants, and two public members.

Action

Recommendation accomplished in Chapter 82, SLA 1980)

Recommendation No. 2

The Board of Public Acccuntancy should be brought to its full c om pl e­

ment of seven members, and maintained at that strength by means of 

timely appointments of qualified professional and public members.

Action

None. Over 6 months have passed since the terms of 3 members 

of th*3 ^c?rd have expired. The board has submitted a list of 

names to the Governor's Office, but as of November 7, 1983, no 

appointments have been made, (see Recommendation No. 1 ; this review)

Recommendation No. 3

Without affecting the rights and privileges of presently-licensed 

Public Accountants, the Accountancy Law should be amended to d is­

continue the licensing of  new applicants as Public Accountants.

Action

Recommendation accomplished in Chapter 82, SLA 1980



Recommendation No. 4

Electronic recordings should be made of  all Board meetings, and the 
tapes retained by DOL for two years.

Action

Recommendation accomplished in Chapter 82, SLA 1980 

Recommendation No. S

The Board should adopt a formal statement of goals, objectives and 

policies; and should prepare an annual report of its activities.

Action

Recommendation accomplished in Chapter 82, SLA 1980 

Recommendation No. 6

AS 08.01.025 should be amended to state more clearly legislative 

intent with respect to the qualifications of public members of boards.

Acti on

Recommendation accomplished in Chapter 82, SLA 1980 

Recommendation No. 7

DOL should develop improved statistical record-keeping methods and 
p r o c e d u r e s .

Action

D O L 1s record-keeping methods and procedures have shown substantial 

improvement. Much o f  the essential data is now maintained on DOL's 

compute.' system, and appears to be easily accessible and retrievable.

Recommendation No. 8

DOL should handle investigations in a more comprehensive, efficient 
and timely manner.

Action

Board minutes, and interviews with board members and DOL personnel 

indicate that great improvement has been made regarding the in ve st i­

gatory function of DOL as related to public accountancy. Reports on 
cases in progress are now made at nearly every board meeting, and 

much of the backlog of public accountancy cases has been cleared jp 
and the cases closed, (see Recommendation No. 2 ; this review)

In summary, it is the finding of this review that nearly all of the r e c­

ommendations made in the 1979 sunset review of the Board of Public Ac coun­

tancy have been implemented. The Board currently appears to be operating 

smoothly and efficiently in accomplisliing its statutory responsibilities.



RECOMMENDATIONS 

Following are the recommendations of this review:

Recommendation N^. 1

The Board of Public Accountancy should be brought to its full c omple­

ment of seven members, and maintained at that strength by means of 

timely appointments of qualified professional and public m e m b e r s .

Slow appointment procedures make it difficult for the Board to operate 

at peak efficiency. While it is true that "a member continues to serve 

until a successor is appointed . . . ." (AS 08.04.040), it is unreasonable 

to expect those members who terms have expired to invest the many  hours 

of  time required of board members over an extended period of time.

Board meetings typically extend over a full two day period, and require 

many hours of diligent preparation, and substantial travel of the members. 

The charge to "establish and maintain a high standard of integrity and 

dignity in the profession of public accountancy" is taken seriously by 

the Board. The State as well as the people of Alaska benefit from the 

many hours of unpaid and dedicated service contributed by members of the 

Board.

It is recommended that the Office of  the Governor expeditiously appoint 

qualified new members to the three expired Board seats, and continue to 

make appointments or reappointments to this Board in a timely manner.

Recommendation No. 2

The records of the investigations unit of DOL should be systematized 

and a ut o ma te d .

Although much of the work done by the investigatory personnel of DOL is 

confidential in nature, the same is true of the Ombudsman's Office, the 

Human Rights Commission and numerous other State agencies. They have



invariably found, however, that statistical information regarding inves­

tigations is made immeasurably faster and simpler to store and retrieve 

using modern computer technology.

Considering the many boards, commissions and functions served by the 

investigations unit, automation of these records and statistics would be 

of substantial assistance to the overall effectiveness and efficiency 

of the Division of Occupational Licensing.



ANALYSIS OF PUBLIC NEED

The following analysis of  Board activities relates to the public need 

factors defined in AS 44.66.050(c). This analysis addresses those areas 

able to be covered within the scope of this review.

I . The extent to which the board, commission or agency has 

operated in the public in te re st.

1. The Beard of Public Accountancy has established criteria 

and authored regulations setting forth the standards which 

an individual must satisfy in order to practice public 

accountancy in Alaska.

2. The Board has established regulations requiring evidence 

of continuing professional education (CPE) as a condition 

of license, renewal.

3. The Board has held an average of three meetings per year 

and conducts examinations twice a year in Anchorage, Fair­

banks and Juneau.

I I . The extent to which the operation of the board, commission or 

agency program has been impeded or enhanced by existing s t a t­

utes, p ro ce dures and practices which it has adopted, and any 

other matter, including budgetary, resource, and personnel 
m a t t e r s .

1. Operation of the Board has been enhanced by improvements 

in D O L 1s administration, record-keeping and statistical 

capabilities.

2. Operation of the Board lias been enhanced by improvements 

in DOL's investigations of public accountancy matters, and 

by the development of better rapport between the Board and 

its investigatory arm.
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III. The extent to which the board, commission or agency has reco­

mmended statutory changes which are generally of benefit to 

the public interest.

1. The Board has recommended several amendments to the A ccoun­

tancy Act of 1960 which appear to be consistent with other 

jurisdictions and generally in the public interest.

IV. The extent to which the board, commission or agency has e n­

couraged interested persons to report to it concerning the 

effect of its regulations and decisions on the effectiveness 

of service, economy of service, and availability of service 

which it has p r o v i d e d .

1. Individuals who contact Board members or the Licensing 

Examiner who wish to present information, ask questions 

or register complaints are invited and encouraged to 

attend Board meetings.

V . The extent to which the board, commission or agency has e n­

couraged public participation in the making of its regula­

tions and d e c is i on s.

1. Board meetings are held at least three times annually, are 

open to the public, and are advertised in a timely manner by 

DOL in Anchorage, Fairbanks and Juneau newspapers.

2. In accordance with the Administrative Procedures Act, the 

Board has invited interested persons and groups to offer 

testimony in regard to proposed changes in regulations, 

and has held advertised public hearings to receive testi­

mony.

VI • The efficiency with winch public inq uiries or complaints re­
ga rding the activities of the board, commission or agency 

filed with it, with the department to which the board or 

commission is adminstratively assign e d, or with the office 
o f the ombudsman have been processed a n d r eso l ve d.

1. In the past four years, two complaints concerning the Board's 

activities were filed with the Ombudsman's Office. A complaint 

in 1980 charging the board with unfair handling of an application
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was found by the mbudsman to be unsupported, and a 1982 

complaint dealing with an anticipated reapplication problem 

proved to be a misunderstanding that was rapidly resolved 

to the complainant's satisfaction.

2. No complaints regarding the Board's practices or activities 

have been recorded in the past four years by the Human Rights 

Commission or the Equal Opportunity Office.

VII. The extent to which a board or commission which regulates entry 

into an occupation or profession has presented qualified appli- 
cants to serve the p u b l i c .

1. The Board has proposed and adopted regulations and standards 

with respect to acceptable experience necessary for certifi­

cation .

2. The Board has proposed and adopted regulations for continuing 

professional education (CPE) as a requisite for license renewal.

3. The Board exercises diligence to assure that only those indi­

viduals who fully comply with the requirements of the statute 

and regulations are certificated to practice public accountancy.

VIII. The extent to which state personnel practices, including a f fi rm a­

t ive action requirements, have been complied with by the b o a r d , 

commission or agency in its own activities and the are a of activity 
or i nt er es t.

1. The application forms for examination and certification do not 

inquire as to race or sex, nor do they require photos..

2. No evidence has been presented that the Board has discrimmiria- 

ted against applicants on the basis of age, race or sex.

IX. The extent to which stat ut ory, regulatory, budgeting or other 

changes are necessary"to enable the agency, board or commission 

to better serve the interests of the public and to comply with 

the factors enumerated in this s u b s e c t i o n .

Please see RECOMMENDATIONS subsection of this review.

k
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  A  
E C O N O  M IC  R E V E E O  PM E N T

P O U C H O
J U N E A U .  A L A S K A  99811 
P H O N E :  465-2500

OFFICE OF THE COMMISSIONER
:

January 26, 1984 :jj ^  " - v ^ ? / ,•J 1.1
£ I y/7

Mr. Gerald L. Wilkerson, CPA 
Legislative Auditor

Division of Legislative Audit 
Pouch W

Juneau, Alaska 99811 

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on the November 7, 1983 audit 

findings entitled A Performance Report of the Board of Public A c c o u nt a nc y . 

The Department of Commerce and Economic Development feels that the 

licensing of certified public accountants and the continuation of the 

Board of Public Accountancy is in the public interest. The following 
are our comments with regard to the specific recommendations outlined in 

y o u r  findings.

Recommendation No. 1: The Board of Public Accountancy should be brought

to its full complement of seven members and maintained at that strength 

by means of timeiy appointments of qualified professional and public 
m e m b e r s .

The department does not object to this recommendation.

Recommendation No,. 2: The records of the investigations u nit of DOL
should be systematized and a ut om at ed .

The department concurs with this recommendation. The investigations 

section is in the planning stages for computerizing files for tracking 

and statistical use. Actual entry into the computer system will occur 

following completion of the entries of all licensing data and design of 

security measures. Investigation entries could occur within a year.

Thank you again for this opportunity to comment on the findings.

Richard A. Lyon 

Commissi oner

RAL/cw#23Wl

12684b

o b . h ^ l h
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VETERANS AFFA IRS
(PREPARED BY  OMB)

B A C K G R O U N D

- 13 s t a t u t o r y  r e f e r e n c e s  to v e t e r a n s

- M a j o r  v e t e r a n s  p r o g r a m s  in the S t a t e  a n t i c i p a t e  F Y  85 f u n d i n g
o f  $ 5 8 . 6 8  m i l l i o n  (State) a n d  $ 6 5 6 , 1 0 0  (Federal). T h e s e  
p r o g r a m s  i n c l u d e :

- D e p a r t m e n t  of  C o m m e r c e . H a n d l e s  on a l'pass t h r o u g h "  
b a s i s  f u n d i n g  for v e t e r a n s  s e r v i c e s  p r o v i d e d  b y  V F W  and 
A m e r i c a n  L e g i o n  ($219,000) a n d  B u r i a l  A l l o w a n c e s  
($222,700). T h e s e  two p r o g r a m s  a r e  b e i n g  t r a n s f e r r e d  to 
D e p a r t m e n t  o f  M i l i t a r y  A f f a i r s .

- A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n . H a n d l e s  V e t e r a n s
M o r t g a g e  P r o g r a m .  L o a n  s u b s i d y  and o p e r a t i n g  b u d g e t
p r o j e c t e d  to  b e  a b o u t  $50 m i l l i o n .

- D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s . F u n d s  m e n t a l  
h e a l t h  d i a g n o s i s  a n d  t r e a t m e n t  s e r v i c e s  for V i e t n a m  
v e t e r a n s  in J u n e a u .  F u n d i n g  is p r o j e c t e d  to b e  $ 1 0 9 , 0 0 0 .

- D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s . P r o v i d e s  
f u n d i n g  for N o n c o n f o r m i n g  a n d  R u r a l  H o u s i n g  L o a n  p r o g r a m s .  
T h e  v e t e r a n s  p o r t i o n  of locin s u b s i d y  a n d  o p e r a t i n g  c o s t s  
for t h e s e  p r o g r a m s  is e x p e c t e d  to be a b o u t  $8.1 m i l l i o n .

- D e p a r t m e n t  o f  L a b o r . H a n d l e s  f o u r  p r o g r a m s  d e s i g n e d  to 
a s s i s t  v e t e r a n s  in o b t a i n i n g  e m p l o y m e n t .  T h e  p r o g r a m s  are 
f e d e r a l l y  f u n d e d  at $547,009.

- A l a s k a  C o m m i s s i o n  on P o s t - S e c o n d a r y  E d u c a t i o n . A c t s  as 
t he S t a t e  A p p r o v a l  A g e n c y  for v e t e r a n s  e d u c a t i o n a l  
p r o g r a m s .  T h e  p r o g r a m  is f e d e r a l l y  f u n d e d  at 5 1 0 9 , 1 0 0 .

- D e p a r t m e n t  o f  M i l i t a r y  A f f a i r s . Has r e s p o n s i b i l i t y  for 
v e t e r a n s  m e m o r i a l .  $30,000 c u r r e n t l y  p r o j e c t e d  for FY 85.

- T h e  A l a s k a  R e g i o n  o f  F e d e r a l  V e t e r a n s 1 A d m i n i s t r a t i o n  h a s  
a p r o j e c t e d  o u d g e t  of a b o u t  $38 m i l l i o n .  T h i s  p r o v i d e s  
m e d i c a l ,  c o m p e n s a t i o n ,  p e n s i o n  a n d  h o m e  lo a n  a s s i s t a n c e  to 
q u a l i f i e d  v e t e r a n s .

P R O B L E M S

- The A l a s k a  v e t e r a n s  are c o n c e r n e d  a b o u t  l a c k  o f  r e p r e s e n t a t i o n  
w i t h i n  s t a t e  g o v e r n m e n t .

- N o  c e n t r a l  p o i n t  of c o n t a c t  w i t h i n  the s t a t e  to:
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LEGISLATIVE AFFAIRS A GENCY

1! E II 0 R  A  H  D U M

POUCH V STATE CAPlTOl 
j l m e a u , Ala sk a  9 9 8  h  

9 0 7  -S&5-3 6 0 0

J a n u a r y  23, 1984

SUBJECT!

TO:

FROM:

Sectional analysis of exe cutive order no. 58 
(Work Order No. 13 - 1819)

R e p r e s e n t a t i v e  J o h n  Cowdery
C h a i r m a n  House '.Labor and C ommerce Committee

Ed w a r d  H. Hein 
L e g i s l a t i v e  Counsel

Section 1 states the governor's intention to transfer the 
v e t e r a n s ' service and the veterans' burial allowance p r o­
grams from the Depart m e n t  of C o n merce and Economic D e v e l o p­
ment to the Depart m e n t  of M i l i t a r y  Affairs, and to rename 
the latter the Depart m e n t  of M i l i t a r y  and Veterans' Affairs.

Sections 2 - 7, 14 - 20 and 22 - 24 are simply clean-up 
sections that change references ;:o the D e p a r t m e n t  of 
M i l i t a r y  Affairs to read Departme nt of M i l i t a r y  and 
Veterans' Affairs.

Sections 8 - 11 change references to the Depart ment of C o m­
merce to read the Dep art m e n t  of M i l i t a r y  and Veterans' 
Affairs. This effect i v e l y  transfers from one department to 
the other the respon s i b i l i t i e s  under four sections relating 
to r egulations and reports; acceptance of gifts, donations, 
and grants; training in r e h a b i l i t a t i o n  and service work; and 
approval of payment . Section 8 also deletes the superfluous 
reference to "rules ' at page 3, line 4. Section 10 corrects 
the w o r d  "those" to "that" at page 3, line 23.

Section 12 transfers the veteran's burial allowance p r o gram  
from the D epart ment of Commerce, division of veterans' a f­
fairs, to the Depar tment of M i l i t a r y  and Veterans' Affairs.

Section 13 amends the powers and duties of the Department of 
Commerce relatin g to c o o peration w i t h  the federal government 
in matters c o n c e r n i n g  A l a s k a  veterans. The Department  oi 
Commerce retains its r e s p o ns ibility for veterans' loans.



R epres e n t a t i v e  John  Cowdery
Page 2
January  23, 1984

Section 21 transfers to the Depar t m e n t  of M i l i t a r y  and 
V e t e r a n s 1 Affairs the r e s p o n sibility for c o o p e r a t i n g  w i t h  
the federal g overnment  in (1) m a t t e r s  c o n c e r n i n g  A l a s k a  
veterans, other than veterans' loans; and (2) establishing, 
extending or stre ng t h e n i n g  services for A l a s k a  veterans.

Section 24 repeals the D e p a r t m e n t  of Commer c e ' s  respon sibil- 
ity for c ooperatin g w i t h  the federal g o v e r n m e n t  in e s t a b­
lishing, e xtending or strength ening services for v e t e r a n s  in 
Alaska.

Section 26 p rovides that the t ransfer of f unctions fr om the 
Departme nt of Com merce to the D e p a r t m e n t  of M i l i t a r y  and 
Veterans' Affairs does not affect p e nding legal p roce edings 
related to the functions b e i n g  transferred, r egu lations 
adopted under a u t h ority of a section b e i n g  a m e n d e d  or r e­
pealed, or contracts, rights, liabilities and obligati ons 
created under a law being a m ende d or r e p e a l e d  by the e x e c u­
tive order. This section also pr ovides for the transfer  of 
state proper ty from one department to the other.

Section 27 directs the revisor of statutes in the L e g i s­
lative Affairs Agen cy and the r egulations a t t o r n e y  in the 
Department of L a w  to correct statutory and r e g u l a t o r y  r e f e r­
ences requi r e d  by the changes m a d e  by the e x e c utiv e order.

Section 28 states the effective date of the e x e c utiv e order 
as M arch 9, 1984.

E H H :ojb 
J2/067



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST C/Iĉ  FISCAL DETAIL

Bill/Resolution No.: ~lk S'S  Agency Affected: Commerce P, Frnnmiir Dpvplnprnent
Title: Transfer of Veteran's Program Category Affected:___________________

Services Program ft Vet Burial Allov/a nee______________Economic Deve lo pme nt__________
Sponsor:_________________________________  BRU, Program or Subprogram(s) Affected:

Requestor: Governor Sheffield Accounting ft Collections_________________
Date of Request:_______________________ ______________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 8> FY 88 FY 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<*00 SUPPLIES

500 EQUIPMENT

600 LAND 4 STRUCTURES

700 CRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING - 0- -0- -0- -0 - -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

CENERAL FUND 

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L :

Net zero fiscal impact (fiscal impact too small to be measured). This division 

currently spends four hours or less per month of Accounting Clerk III effort 

requesting vouchers for veterans' burial claims. This effort would be transferred 
to the new department if this bill becomes law.

A N A L Y S I S : Attach a separate page for analysis 1

Prepared By: Margaret I. Hamley, Pi rec tor ( I ./ Phone: 465-2555_______

Division:______ Accounting and Collections Date: 1/6/84__________

./ ~~__ t/f / /
Approved by Commissioner: Richard A. Lyffn TJate: ■ r '

Agency: Commerce and Economic Development_______

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



REQUEST

STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

" 3 ^ /

Executive 
: # 58

Revision Date:

0rder FISCAL DETAIL
Agency Affected: Commerce ?< Economic DevelopmentBill/Resolution No.   _________

Title:cnnsol idat.inn of Veteran P n m s .P ro g ram Category Affected: 

in new Dppt.. of Military &  Vet. Affairs 
Sponsor: Governor Sheffield

Economic Development

Requestor: Governor Sheffield

BRU, P rogram or S u b p r o g ra m! s) Affected: 

Veterans Services
Date of Request: 1/5/84

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<t00 SUPPLIES 

500 EQUIPMENT 

600 LAND U STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

T 15.81

(■203. 6]

[???.7]

TOTAL OPERATING r 442. 11

CAPITAL

REVENUE

FUNDING: (Thousands of Dol ars)

CENERAL FUND T442.ll
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

“  I
1

1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L :

The fiscal impact of this executive order will be transferred to the new 

Department of Military and Veterans' Affairs.

Phone: 465-2510
Date: 1/6/84

Date: ///- A ,L(

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies) 12/1/8 ,

A N A L Y S I S : Attach

Prepared By: Paul B.
Divisi

4 ^ .____________________

Approved by Commissioner: Richard»A. Lyon

Agency: Commerce and Economic Development:
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STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST 

Bill/Resolution No.:___

Title:.. E x e c u t i v e  Order - & #58

Sponsor:_________________________________

Requestor: Office of the Governor 
Date of Request:_____________

FISCAL DETAIL
Agency A f f e c t e d : Department of Military Affai 
Program Category Affected:___________________

________Pnhl ic_Prnter.f.inu— -- --------------
BRU, Program or Subprogram!s) Affected:

Life & Property Protection__________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES 86,5
200 TRAVEL 6,0
300 CONTRACTUAL 28.4
400 SUPPLIES 4.0
500 EQUIPMENT P0.4
600 LAND & STRUCTURES

700 CRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 145.3

CAPITAL I

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

145.3

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

2

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L : 

State Operating Budget

T h e  attach ed fiscal note from Commerce 8 Economic Development 
in the a mount of $442.1 represents the costs of transferring to D M A  
A N A L Y S I S : Attach a separate page for analysis

D , _ ,<
Prepared By: Richard £  Rountree. Director__________ Phone- 4fi5-4finn
Division: Admin,. & Support-Semces-PivisLum Date: i /b /84

A pproved by Commissioner: m . g .

A g e n c y : Department of Military Affairs

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)

Edward G. Pagano Q n  Date:, 1/5/84

12/1/83
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6 .
7.

10.
11.
1 2 .
13.

IS.

15.

16.

17

18.

19.

20 .

2 1 ,

POSITION TITLE

Special Assistant to the Comnissioner II

TYPE OF POSITION
PX

STAFF MONTHS 12
CONTINUATION LEVEL

TYPE OF EXPENDITURE
m

RP NUMDER

ADDITION
m

PCN NUMDER

1
PERSONAL SERVICES

Salary

Denef i ts

Supplemental Benefits

Fixed Benefits

TOIAL PERSONAL SERVICES

r,0.0

T T T

X l
7n

U l

Travel 02
Contractual 03

Commodi ties OS

Equipment 05

Other

TOTAL COST

RECEIPT CODE FUND INC SOURCE

Federal Receipts 1002

C.F. Match 1003

Ceneral Funds 100S

I -A Receipt:. 1005

Program Receipts 1028

Other

FOR B&M USE ONLY 

SA KEY NUMBER

Hit; nv.......

T R O T -

5 9 .8 
“O "

28.4
T T T

T O "

108.8

108.8

RANCE/STEP
23 A

DRU PRIORITY

BARC. UNIT

LOCATION
EBA

JUSTIFICATION

FORM 1i PACE/LINE

ELECTION DISTRICT

:• P|SAPP.

This position w i T  be responsible for the administration of 

the State Division of Veterans Affairs within the Department 

of Military and Veterans'Affairs. The position will be 

tasked with the coordination of all Veterans' programs within 
the State of Alaska. It will also be tasked with the coordi­

nation between the State and Federal Veterans' Administration 

as well as Veterans' Organizations. The position will cooper­

ate with the federal government in matters of mutual concern 

pertaining to the welfare of-Alaskan veterans, including 

establishing, extending, or strengthening services for v et­
erans, in Alaska.

1 3  REQUEST FOR 
NEW POSITION

ACENCY.

PROGRAM.

Department of Military and Veterans' Affairs 

Life and Property Protection

BRU.
Veterans' Affairs

C O M P ONENT.
Administration

Page of

Revised Dote
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1.
1 POSITION TITLE

I Secretary I
RANGE/STEP

10A
DARG. UNIT

GGU

FORM 12 PACE/LINE • PfSAPP.

2.
TYPE OF POSITION

I f § p 2 "  —

STAFF MONTHS 

__12,____,____
RP NUMBER PCN NUMBER BRU PRIORITY LOCATION

ERA
ELECTION DISTRICT

luhi muni luii LkVuL | | nuui i »un | |

TYPE OF EXPENDITURE — M om —

JUST 1FICATION

1 2 3 _ • ■ • • *1 *1 • J 1 1 • i
PERSONAL SERVICES 111-Lb PUb-Ll_LUII WXJLJ. iJLUViUC Lilt: U l C L  l U d i  dilU

technical support for the Division of Veterans'
. • A i T . . . 1 A j • » .1 5. Salary 21.0

6. Benefi ts 1.7 A J L L a j-rs . /lb CieL-LCdl. oUppvJL L LU LllC /lUllLUl-Lb Li.cl" 
tv:. .4 __r«‘n

7. Supplemental Benefits 1.3
L U r  U'_ Lllc U1VJ.S1U11 , Lilt: wiiJ. uiaiiiudxii

G. Fixed Benefits 2.7 aiJL l l i C D  t Lyi'C, J.C3UCIUU L U  LUULi41C L.ULl.ca|>UUU

i TOTAL PERSONAL SERVICES 61 26.7
ci ice, a iiu a ^ L  cio v-

10. Travel 02 0
11. Contractual 03 U
12. Commodi ti es 0<* 0
13. Equipment 05 Q fi
1<*. Other

15. TOTAL COST 36 S
•
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16. j| ederal Receipts 1002 r

17. o.F. Match 1003

18. General Funds 100<» 3 6 . 5

19. l-A Receipts 1005

20. Program Receipts 1020

21. Other
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ANALYSIS

T h i s  f i s c a l  n o t e  i s  tempered  w it h  t h e  a s s u m p t i o n  t h a t  f u n d i n g  to  

o p e r a t e  t h e  V e t e r a n s '  programs a t  t h e i r  p r e s e n t  l e v e l  o f  s e r v i c e  w i l l  

be t r a n s f e r r e d  t o  th e  D e p ar tm en t  o f  M i l i t a r y  & V e t e r a n s '  A f f a i r s  a l o n g  

w it h  t h e  r e s p o n s i b i l i t i e s .

T h e r e f o r e  t h i s  f i s c a l  n o t e  o n l y  a d d r e s s e s  f u n d i n g  n e e d e d  to  p r o v i d e  

an i n c r e a s e d  l e v e l  o f  s e r v i c e .



5. W h a t  a r e  the m a i n  a d v a n t a g e s  f o r  v e t e r a n s  to h a v i n g  t h i s  

t r a n s f e r  a p p r o v e d  ?

6. What is the ini M a i  cost o f  the transfer to the state ?

7. Will the State re-coup this cost over a period years due to more 

efficiency in the veterans programs ?

8. Will some people lose their jobs as a result of the transfer ?



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

O F F I C E  OF  T H E  G O V E R N O R

J u n e a u

J a n u a r y  9, 1984

T h e  H o n o r a b l e  J o e  H a y e s  
S p e a k e r  o f  the H o u s e  
P o u c h  V
J u n e a u ,  A K  9 9 811

D e a r  R e p r e s e n t a t i v e  Hayes:

U n d e r  the a u t h o r i t y  of art. Ill, sec. 23, of the A l a s k a  
C o n s t i t u t i o n ,  I an* t r a n s m i t t i n g  an e x e c u t i v e  o r d e r  t h a t  
t r a n s f e r s  two v e t e r a n s '  p r o g r a m s  f r o m  the D e p a r t m e n t  of 
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  to the D e p a r t m e n t  of 
M i l i t a r y  A f f a i r s  a n d  r e n a m e s  t h a t  d e p a r t m e n t  as the D e­
p a r t m e n t  o f  M i l i t a r y  and V e t e r a n s '  A f f a i r s .

T h e ( y e t e r a n s 1 s e r v i c e s  p r o g r a m  (AS 2 6 . 1 0 .oITT)—  26.10.050) 
a n d  the V e t e r a n s 1 "b u r i a l  a l l o w a n c e  p r o g r a m  (AS 26.10.080j> 
a r e  b o th c u r r e n t l y  a s s i g n e d  to t h e  d i v i s i o n  o f  i n v e s t m e n t s  
w i t h i n  the D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m ic D e v e l o p­
m e n t  . T h i s  e x e c u t i v e  o r d e r  w o u l d  t r a n s f e r  t n t ^  two p r o -  
griTiiSL^to the r e n a m e d  D e p a r t m e n t  of M i l i t a r y  a n d  V e t e r a n s '  

A f  f a i r s T ^     ~

T h e  t r a n s f e r  p l a c e s  t h e s e  p r o g r a m s  w h e r e  t h e y  l o g i c a l l y  
b e l o n g  a n d  the d e p a r t m e n t a l  n a m e  c h a n g e  c o r r e s p o n d s  m o r e  
n e a r l y  w i t h  the n a m e  of T i t l e  26 of the A l a s k a  S t a t u t e s ,  
" M i l i t a r y  A f f a i r s  a n d  V e t e r a n s . "  M o s t  o f  t h a t  t i t l e  a l­
r e a d y  r e l a t e s  to the D e p a r t m e n t  o f  M i l i t a r y  A f f a i r s .  A f ­
ter t r a n s f e r  of t h e s e  two p r o g r a m s ,  A S  26.15, c o n c e r n i n g  
the v e t e r a n s '  lo a n  p r o g r a m  in the D e p a r t m e n t  of C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t ,  w i l l  b e  the o n l y  p a r t  of AS 26 
t h a t  r e l a t e s  to a n o t h e r  a g e n c y .  T h e  a m e n d m e n t  of A S  2 6 . -  
1 5 . 0 3 0 ( c ) ( 1 )  in sec. 13 r e c o g n i z e s  th a t  c h a n g e  b y  s l i g h t l y  
m o d i f y i n g  o n e  of the d u t i e s  of the D e p a r t m e n t  of C o m m e r c e  
and E c o n o m i c  D e v e l o p m e n t .  T h e  l a n g u a g e  b e i n g  a d d e d  to 
A S  44 .35.020 in sec. 21 of the o r d e r ,  l i s t i n g  d u t i e s  of 
the D e p a r t m e n t  of M i l i t a r y  a n d  V e t e r a n s '  A f f a i r s ,  is a 
c o n s o l i d a t i o n  of c u r r e n t  A S  2 6 . 1 5 . 0 3 0 ( c ) ( 1 )  a n d  (3) (the 
l a t t e r  of  w h i c h  is b e i n g  r e p e a l e d  in sec. 25 o f  the 
o r d e r ) .



R e p r e s e n t a t i v e  H a y e s 2 J a n u a r y  9, 1984

I b e l i e v e  t h a t  t h i s  t r a n s f e r  w i l l  i m p r o v e  the e f f i c i e n c y  
a n d  e f f e c t i v e n e s s  of t h e s e  two p r o g r a m s  a n d  w i l l  i m p r o v e  
the q u a l i t y  o f  s e r v i c e s  d e l i v e r e d  to v e t e r a n s  a n d  t h e i r  
s u r v i v o r s .  It is a n t i c i p a t e d  t h a t  a d i v i s i o n  of v e t e r a n ' s  
a f f a i r s  w i l l  e v e n t u a l l y  b e  e s t a b l i s h e d  to p r o v i d e  the 
s e r v i c e s .

S i n c e r e l y ,

G o v e r n o r



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

O F F I C E  OF  T H E  G O V E R N O R

J u n e a u

J a n u a r y  9, 1984

T h e  H o n o r a b l e  J o e  H a y e s  
S p e a k e r  of  the H o u s e  
P o u c h  V
Ju n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  Hayes:

U n d e r  the a u t h o r i t y  of art. Ill, sec. 23, of the A l a s k a  
C o n s t i t u t i o n ,  I am t r a n s m i t t i n g  an e x e c u t i v e  o r d e r  t h a t  
t r a n s f e r s  two v e t e r a n s '  p r o g r a m s  f r o m  the D e p a r t m e n t  of 
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  to the D e p a r t m e n t  of 
M i l i t a r y  A f f a i r s  a n d  r e n a m e s  t h a t  d e p a r t m e n t  as the D e­
p a r t m e n t  o f  M i l i t a r y  an d  V e t e r a n s '  A f f a i r s .

T h e  v e t e r a n s '  s e r v i c e s  p r o g r a m  (AS 2 6 . 1 0 . 0 1 0  —  2 6 . 10.050) 
an d  the v e t e r a n s '  b u r i a l  a l l o w a n c e  p r o g r a m  (AS 2 6 . 10.080) 
a re b o t h  c u r r e n t l y  a s s i g n e d  to the d i v i s i o n  of i n v e s t m e n t s  
w i t h i n  the D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p­
me n t .  T h i s  e x e c u t i v e  o r d e r  w o u l d  t r a n s f e r  t h e s e  two p r o­
g r a m s  to the r e n a m e d  D e p a r t m e n t  of M i l i t a r y  a n d  V e t e r a n s ' 
A f f a i r s .

T h e  t r a n s f e r  p l a c e s  t h e s e  p r o g r a m s  w h e r e  t h e y  l o g i c a l l y  
b e l o n g  a n d  the d e p a r t m e n t a l  n a m e  c h a n g e  c o r r e s p o n d s  m o r e  
n e a r l y  w i t h  the n a m e  of T i t l e  26 of the A l a s k a  S t a t u t e s ,  
" M i l i t a r y  A f f a i r s  a n d  V e t e r a n s . "  M o s t  of t h a t  t i t l e  a l­
r e a d y  r e l a t e s  to the D e p a r t m e n t  o f  M i l i t a r y  A f f a i r s .  A f ­
ter t r a n s f e r  of t h ese two p r o g r a m s ,  A S  26.15, c o n c e r n i n g  
the v e t e r a n s ' l o a n  p r o g r a m  in the D e p a r t m e n t  of C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t ,  w i l l  be the o n l y  p a r t  o f  AS 26 
t h a t  r e l a t e s  to a n o t h e r  a g e ncy. The a m e n d m e n t  of A S  2 6 . -  
1 5 . 0 3 0 ( c ) ( 1 )  in sec. 13 r e c o g n i z e s  t h a t  c h a n g e  by s l i g h t l y  
m o d i f y i n g  o n e  of the d u t i e s  of the D e p a r t m e n t  of C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t .  The l a n g u a g e  b e i n g  a d d e d  to 
A S  44 . 3 5 .020 in sec. 21 of the or d e r ,  l i s t i n g  d u t i e s  of 
the D e p a r t m e n t  of M i l i t a r y  a n d  V e t e r a n s '  A f f a i r s ,  is a 
c o n s o l i d a t i o n  o f  c u r r e n t  AS 2 6 . 1 5 . 0 3 0 ( c ) ( 1 )  a n d  (3) (the 
l a t t e r  of  w h i c h  is b e i n g  r e p e a l e d  in sec. 25 of the 
o r d e r ) .



R e p r e s e n t a t i v e  H a y e s J a n u a r y  9, 1984

I b e l i e v e  t h a t  th i s  t r a n s f e r  w i l l  i m p r o v e  the e f f i c i e n c y  
a n d  e f f e c t i v e n e s s  of t h e s e  two p r o g r a m s  a n d  w i l l  i m p r o v e  
the q u a l i t y  of s e r v i c e s  d e l i v e r e d  to v e t e r a n s  a n d  t h e i r  
s u r v i v o r s .  It is a n t i c i p a t e d  t h a t  a d i v i s i o n  of v e t e r a n 1s 
a f f a i r s  w i l l  e v e n t u a l l y  b e  e s t a b l i s h e d  to p r o v i d e  the 
s e r v i c e s .

S i n c e r e l y ,

G o v e r n o r



G O V E R N O R S  ACTION, (cont'd)

C In his m e s s a g e  transmitting EO 57 to the Legislature, G o v ernor 

S heffield stated:

EO 5 7 . ( c o n t ' d )

Under che a u t h o r i t y  o f  a r t .  I l l ,  s e c .  23,  o f  the A l as ,  a 
C o n s t i t u t i o n ,  and In a c co r dance  w i t h  AS 2 4 . 3 0 . 1 3 0 ( b ) ,  I  am 
t r a n s m i t t i n g  an e x e c u t i v e  o rde r  t h a t  t r a n s f e r s  the A l a s k a  
S t a t e  O f f i c e  from che Gov e rn o r ' s  O f f i c e  to che Department 
o f  Commerce and Economic Development and renames I t  the 
A l a s k a  Fo r e i gn  O f f i c e .

Under cu r r e n t  s t a t u t e s  (AS ' *4 . 1 9 . 074  — 4 4 . 1 9 . 0 3 2 ) ,  the 
A l a s k a  S t a t e  O f f i c e  I s  In the O f f i c e  o f  che Gove rno r .  
Be cau se  the f u n c t i o n s  o f  t he  A l a s k a  S t a t e  O f f i c e  a r e  In 
Che a r e a  o f  economic de ve l opmen t ,  r e s o u r c e ,  and t r ad e  I n ­
f o rm a t i o n ,  and c o n t a c t  between government and p r i v a t e  I n ­
d u s t r y ,  t h e  a p p r o p r i a t e  a d m i n i s t r a t i v e  l o c a t i o n  f o r  che 
o f f i c e  I s  the Department o f  Commerce and Economic Deve l op ­
ment .  With a v e r y  s l i g h t  r e -w o rd in g ,  t h i s  Order J u s t  r e ­
l o c a t e s  the cu r r e n t  s t a t u t e s  Co cha t  de p a r tm en t ' s  chap t e r  
from che Gove rn o r ' s  O f f i c e  c h a p t e r .  Ho s u b s t a n t i v e  changes  
a r e  b e in g  made.  S t a t e  employees  i n  the Tokyo o f f i c e  remain 
i n  che exempc s e r v i c e  by v i r t u e  o f  AS 3 9 . 2 5 . 1 1 0 ( 1 7 ) .

Renaming che o f f i c e  as  the A l a s k a  Fo r e i gn  O f f i c e  g i v e s  i t  
an o b v i o u s l y  more a p p r o p r i a t e  name.
1  b e l i e v e  chat t h i s  t r a n s f e r  w i l l  improve the e f f i c i e n c y  
o f  s t a t e  gove rnment .

c

Dept, of E X ECUTIVE ORDER NO. 58, by the Governor. Would transfer two

M i l i ta r y  a veterans' p r o g r a ms — the vets' services program and the vets'

Vets' A f f a i r s  burial a ll owance p r o g r a m — from the Dept, of Commerce &

E c o nomic Development to the Dept, of M i l i ta r y  Affairs. Renames the 

latter the "Department of M i l i t ar y  and Veterans' A f f a i rs . "  

E f f e c ti v e  M arch 9, 1984.

I n troduced January 9 and referred to J u diciary and Finance in the 

Senate and Labor & Commerce, State Affa ir s  and Finance in the 

H o u s e .

In his mess a g e  transmitting EO 58 to the Legislature, Governor 

Sheffield stated:
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Under che a u t h o r i t y  o f  a r c .  I l l ,  s e c .  23,  o f  the A l a s ka  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  an o x e c u t l v e  o rd e r  that  
t r a n s f e r s  two v e t e r a n s ’ programu from che Department o f  
Commercu and Economic Development to the Department o f  
M i l i t a r y  A f f a l r n  and renames t h a t  department  as che De­
par tment  o f  M i l i t a r y  and V e t e r a n s '  A f f a i r s .

The v e t e r a n s '  s e r v i c e s  program (AS 2 6 . 1 0 . 0 1 0  - -  2 6 . 1 0 . 0 5 0 )  
and the v e t e r a n s '  b u r i a l  a l l ow a n c e  program (AS 2 6 . 1 0 . 0 8 0 )  
a r e  both c u r r e n t l y  a s s i g n e d  to the d i v i s i o n  o f  i n v e s tmen t s  
w i t h i n  the Department o f  Commerce and Economic D e v o l o i -  
ment .  ThLs e x e c u t i v e  o rd e r  would t r a n s f e r  t h e s e  two p ro ­
grams to che renamed Department o f  M i l i t a r y  and V e t e r a n s '  
A f f a i r s .

The t r a n s f e r  p l a c e s  th e s e  programs where they  l o g i c a l l y  
b e l on g  and Che de pa r tmen t a l  name change co r r e s p on ds  more 
n e a r l y  w i th  the  name o f  T i t l e  26 o f  the A l a s k a  S t a t u t e s ,  
" M i l i t a r y  A f f a i r s  and V e t e r a n s , "  Most o f  t h a t  t i t l e  a l ­
r e ad y  r e l a t e s  to Che Department o f  M i l i t a r y  A f f a i r s .  A f ­
t e r  t r a n s f e r  o f  choso cwo progr ams ,  AS 2 6 . 1 5 ,  c o nc e rn in g  
Che v e t e r a n s '  l o a n  program in che Department o f  Commercu 
and Economic Deve lopment ,  w i l l  be the o n l y  pa r t  o f  AS 26 
tha c  r e l a t e a  to an o the r  a g en c y .  The amendment o f  AS 26 . -  
1 5 . 0 3 0 ( c ) ( 1 )  in s e c .  1 3  r e c o g n i s e s  t ime change by s l i g h t l y  
mod i f y i n g  one o f  the d u d e s  o f  che Department o f  Commerce 
and Economic Deve lopment .  Hie l anguage  be in g  added to 
AS 44 . 35 . 0 20  i n  s e c .  21 o f  chu o rd e r ,  l i s t i n g  d u c i e s  o f  
t h e  Department o f  M i l i t a r y  and V e t e r a n s '  A f f a i r s ,  I s  a 
c o n s o l i d a t i o n  o f  cu r r e n t  AS 2 6 . 1 5 . 0 3 0 ( c ) ( 1 )  and (3) ( the 
l a t t e r  o f  which i s  b e in g  r e p e a l e d  I n s e c .  25 o f  Che 
o r d e r ) .



EO 5 8 , (cont'd)

I  b e l i e v e  t h a t  t h i s  t r a n s f e r  w i l l  improve the e f f i c i e n c y  
and e f f e c t i v e n e s s  o f  t h e s e  two programs and w i l l  improve 
the q u a l i t y  o f  s e r v i c e s  d e l i v e r e d  to v e t e r a n s _  and t h e i r  
s u r v i v o r s .  I t  I s  a n t i c i p a t e d  th a t  a d i v i s i o n  o f  v e t e r a n ' s  
a f f a i r s  w i l l  e v e n t u a l l y  be e s t a b l i s h e d  to p ro v i d e  the  
s e r v i c e s .

S i n c e r e l y ,

/ s/
B i l l  S h e f f i e l d  
Governor

(

This report is a simple c ompilation of information and it is not, nor is it intended 

to present, a legal interpretation.

A************************************************************************************

This report includes all bills and resolutions introduced and all action taken 

in the A l a s k a  House and Senate f rom January 9 throu g h  Janu ar y  15, 1984.
A************************************************************************************

Copyright 1983 by A n n  G a r diner Me t calfe & K i m b e r l y  M e t c a lf e  Helmar *7
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Aft O v e r v i e w  o f
Sponsor Sub st itu te  for HOUSE BILL ND. 1 
"An Act r e la t in g  to land lords and tenants"

The A laska  S ta tu te s  governing Landlords/Tenants, ( T i t l e  34- P roperty) , 
has not been c le a r  in d e f in in g  c e r ta in  areas o f  concern to both the 
land lord and the tenant. Wiether oral or w r i t t e n , both the landlord and 
tenant hold c e r ta in  una lienab le  r igh ts  in the property they own a s  a 
landlord or rent a s  a tenant. With the 0% to 4% vacancy r a te  in most o f  
A la s k a ,  and because over 35% o f the pou lation in A laska rent th e ir  
dw e l l in g s , i t  is  necessary  to update the laws to answer the needs o f  the 
landlord and tenant. The fo llow ing is  a summary o f  HB I , and how i t  
answers some o f these needs.

%

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

Sec t ion  I .  AS 09.45.090 is  amended by adding a new paragraph to
read:

(4) when, a f t e r  a n o t ic e  to terminate the tenancy a s  provided in 
AS 34.03.290 with reference to termination o f  a p e r io d ic  tenancy , a 
person continues in possess ion o f a dwelling u n it  a f t e r  e xp ir a t io n  o f 
the time for determining the tenancy.

This new paragraph is  being added to s t ip u la t e  a "p e r io d ic  tenancy" 
term ination . AS 09.45.090 (3) c i t e s  term ination o f  an " e s t a t e  a t  w i l l "  
tenancy, which can be de f ined  as a tenancy that t r an sp ire s  on a dav to
day b a s is  on an in d e f in i t e  term at the w i l l  o f  the le s s o r .  In t h i s
c a se , the tenant has no say in the matter o f how long the tenancy w i l l  
l a s t ,  and the landlord may, a t any time, terminate the tenancy and the 
tenant has no r igh t to a n o t ic e . (This type o f  tenancy was developed in 
a few hundred years  ago in England, and r a re ly  ap p l ie s  "modern day" 
tenancy.) For th is  reason, i t  is  necessary to add Paragraph 4, as 
p er iod ic  tenancy, (month to month, or a predetermined period o f t im e) ,
is  not referenced in the present con text .

Sec t ion  2 . AS 34.03.290 (b) is  amended to read :

(b) The landlord or the tenant may terminate a month to month 
tenancy by a w r it ten  no t ice  g iven to the other a t  le a s t  45 [30] days 
be fore  the termination [RENTAL DUE] date sp e c i f ie d  in the~notice .

This amendment provides a more equ itab le  time frame to tenan ts . The 
vacancy rate for apartments at the present time in the Anchorage, 
Fa irbanks , Ketchikan and Juneau markets ranges from 0% to 4%. Because o f  
th is  t igh t rental market, i t  is  sometimes qu ite  d i f f i c u l t  fo r  low income 
fam i l i e s ,  m in o r i t ie s ,  pet owners, fam il ie s  w ith ch i ld r en , and the 
e ld e r l y ,  (to name a few), to f ind adequate and h ab itab le  housing.
General term ination , (30 d ay s) , on the part o f the land lo rd , in a time 
o f a severe housing crunch does not always g iv e  the tenant s u f f i c i e n t  
no t ic e  to f ind  other adequate housing.



An Overview o f
Sponsor Sub st itu te  fo r HOUSE BILL I'D. 1 
"An Act r e la t in g  to landlords and tenants"
Page Two

"Rental due" date r e fe r s  to Sec . 34.03.020 (c) which is  the date on the 
same day each month that rent is  to be pa id . The land lord may w ish to 
g iv e  no t ice  o f  term ination to the tenant before the " ren ta l due" d a te , 
and rep lac ing "ren ta l due" w ith "term ination" date prov ides for e i th e r  
time frame.

Section 3 . . AS 34.03.290 (c) is amended to read :
*

(c) I f  the tenant remains in possession without the land lo rd 's  
consent a f t e r  e xp ira t io n  o f the tenm o f the rental agreement or a f t e r  
i t s  term ination , the landlord may bring an ac t ion  fo r  possess ion and 
recovery o f  actua l damages. I f  [ IF) the ten an t 's  ho ldover is  w i l f u l  and 
not in good f a i t h  the land lord , in add it ion , may recover an amount not 
to exceed one and on e -h a lf  times the actual damages. I f  the landlord 
consents tr the ten an t 's  continued occupancy, AS 34.20.020 a p p l ie s .

An improper ho ld -over by a tenant has caused landlords f in an c ia l  
hardsh ip s . I f  a tenant continues to occupy the dw e lling a f t e r  h i s  
tenancy e x p ir e s ,  he has caused the owner loss o f  income needed to make 
mortgage payments, as well as loss o f time to make necessary  r ep a ir s ,  
a l t e r a t io n s ,  e t c . ,  before renting the unit to the next p a r ty . A laska 
law a llows land lords to sue for damages, but the time, e f f o r t  and money 
involved is  not always f e a s ib le  to pursue.

The new c lau se  noted above provides for recovery o f actual! damages,
( i . e .  lost rent income, lost time needed to make necessary  r ep a ir s ,  
e t c . ) ,  as w e ll as one and one -h a lf  times the actual damages as 
compensation to the landlord . This deters the tenant from stay ing  on
past term ination or the e xp ira t ion  of the rental agreement and in e f f e c t
i s  incentive to the ind iv idua I(s )  to vacate  the prem ises.

Section 4. AS 34 .03 .3 10 «s amended by adding a new subsection to
read:

( f)  A landlord is  presumed u  have v io la t e d  (a) o f th is  sec t ion  i f  
the landlord increases rent, decreases s e r v ic e ,  or br ings or threatens 
to bring an ac t ion  for possession w ith in 60 days a f t e r  a tenant has 
engaged in an act ion  l i s t e d  under ( a ) ( 1)  -  (4).
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Th is  new subsection p rotects the tenant from landlords who abuse the 
r igh t to access  or e v ic t  the tenant for r e t a l i a t o r y  reasons. The tenant 
has a r igh t to h is /h e r  p r iv a cy , and the landlord must g i v e  "reasonab le" 
n o t ic e  to the tenant before entering the prem ises, (See AS 34 .03 .0 10)„ 
Th is  new subsection a ls o  provides that the tenant may not be ev ic ted  
because they have made a conrplaint using the proper procedures, (See AS
34 .03 .14 0 ) , i . e .  complained to a govermvent agency regarding u n fa ir  rent 
h ik e s ,  or requesting that c e r ta in  necessary repa ir s  be made to the 
premises or common a rea . S ix t y  days is  a s u f f i c i e n t  amount o f  time to 
co rrec t a problem or answer a complaint. A fte r  the 60 day period has 
exp ired , the tenant should r e fe r  to AS 3 4 .0 3 . I60 and the land lord should 
r e fe r  to AS 34.03.220 for remedies to th e ir  problem(s).
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IN  T H E  H O U S E

S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 1 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  an Ac t  en t i t l e d :  " A n  A c t  r e l a t i n g  to l a n d l o r d s  a n d  t e n a n t s . "

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

*  S e c t i o n  1. A S  0 9 . 4 5 . 0 9 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read: 

(4) w he n ,  a f t e r  a n o t i c e  to t e r m i n a t e  th e  t e n a n c y  as p r o ­

v i d e d  in A S  3 4 . 0 3 . 2 9 C  w i t h  r e f e r e n c e  to t e r m i n a t i o n  of a (A p e r i o d i c )  

/ t e n a n c y ) a p e r s o n  c o n t i n u e s  in p o s s e s s i o n  of a d w e l l i n g  u n i t  a f t e r  

e x p i r a t i o n  of the t ime fo r  d e t e r m i n i n g  th e  tenancy.

* Sec. 2. A S  3 4 . 0 3 . 2 9 0 ( b )  is a m e n d e d  to read:

(b) T h e  l a n d l o r d  o r  the t e n a n t  m a y  t e r m i n a t e  a m o n t h  to m o n t h  

t e n a n c y  by a w r i t t e n  n o t i c e  g i v e n  to the o t h e r  at l e a s t  4J> [30] d a y s  

b e f o r e  the t e r m i n a t i o n  [ R E N T A L  DUE] d a t e  s p e c i f i e d  i n  the notice.

* Sec. 3. AS  3 4 . 0 3 . 2 9 0 ( c )  is a m e n d e d  to read:

(c) If the t e n a n t  r e m a i n s  in p o s s e s s i o n  w i t h o u t  the l a n d l o r d ' s  

c o n s e n t  a f t e r  e x p i r a t i o n  of the t e r m  of the r e n t a l  a g r e e m e n t  or a f t e r

its t e r m i n a t i o n ,  the l a n d l o r d  m a y  b r i n g  a n  a c t i o n  f o r  p o s s e s s i o n  and

r e c o v e r y  cf a c t u a l  d a m a g e s .  If [IF] the t e n a n t ' s  h o l d o v e r  is w i l f u l  
' " o&riry&C'T r o  j J orteC AeRfcAe/Q

a n d  n o t  in g o o d  f a i t h  t h e ( l a n d l o r d , in a d d i t i o n ,  m a y  r e c o v e r  an a m o u n t

r  S  r w
n ot to e x c e e d  one a n d  o n e A h a l f  t im e s  the a c t u a l  d a m a g e s .  If the 

f  /  [cX'f’b J
l a n d l o r d  c o n s e n t s  to the t e n a n t ' s  c o n t i n u e d  o c c u p a n c y ,  A S  3 4 . 2 0 . 0 2 0

a p p l i e s  ^  ~s/c* //&

* Sec. 4. A S  34.03.34.0 is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(f) A  l a n d l o r d  is p r e s u m e d  to h a v e  v i o l a t e d  (a) o f  thi s  s e c t i o n  

if the l a n d l o r d  / i n c r e a s e s  rent, d e c r e a s e s  s e r vi c e ,  or b r i n g s  or 

t h r e a t e n s  to b r k n g  a n  a c t i o n  for p o s s e s s i o n  w i t h i n  60 d a y s  a f t e r  a

I o x
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The A la ska  S ta tu te s  governing Landlords/Tenants , ( T i t l e  34- P rop er ty ) , 
has not been c le a r  in d e f in in g  c e r ta in  a reas o f  concern to  both the 
land lord and the tenant. Vhether ora l or w r i t t e n ,  both the land lord  and 
tenant ho ld  c e r t a in  una lien ab le  r ig h ts  in tha p roperty  th e y  own a s  a 
land lord o r  rent a s  a tenan t . With the 0% to 4% vacancy r a t e  in most o f
A la s k a ,  and because over 35% o f the pou lation in A la sk a  ren t th e i r
dw e l l in g s ,  i t  i s  necessary to update the laws to answer th e  needs o f  the
land lord and tenant . The fo l lo .v in g  is a surmnary o f  H3 I ,  and how i t
answers some, o f these needs.

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

S ec t ion  I .  AS 09.45.090 is  amended by adding a new paragraph to
read :

(4) when, a f t e r  a n o t ic e  to terminate the tenancy a s  prov ided in 
AS 34.03.290 w ith  reference to term ination o f  a p e r io d ic  ten ancy , a 
person continues in possess ion  o f a d v e l l in g  un it  a f t e r  e x p i r a t io n  o f  
the time fo r  determining the tenancy.

T h is  new paragraph is  being added to s t ip u la t e  a " p e r io d ic  tenancy" 
te rm ina t ion . AS 09.45.090 (3) c i t e s  term ination o f  an " e s t a t e  a t  w i l l "  
tenancy , which’ can be d e f in ed  as a tenancy that t r a n sp ir e s  on a day to 
day b a s is  on an in d e f in i t e  term a t  the w i l l  o f  the l e s s o r .  In t h i s  
c a s e ,  the tenant has no say  in the matter o f  how long the tenancy w i l l  
l a s t ,  and the land lord may, a t  any time, term inate the tenancy and the 
tenant has no r ig h t  to a n o t ic e .  (This type o f  tenancy was deve loped in 
a few hundred y e a r s  ago in England, and r a r e ly  a p p l ie s  "modern day" 
tenancy .) For t h i s  reason, i t  is necessary  to add Paragraph 4, a s  
p e r io d ic  tenancy, (month to month, or a predetermined p e r iod  o f  t im e ) , 
i s  not referenced in the present con tex t .

S e c t ion  2 . AS 34.03.290 (b) i s  amended to read :

(b) The land lord or the tenant may terminate a month to  month 
tenancy by a w r it ten  no t ice  g iven to the other a t  l e a s t  45 [30] days 
b e fo re  the term ination [RENTAL DUE] date s p e c i f i e d  in th e ~n o t ic e .

T h is  amendment prov ides a more equ itab le  time frame to t en an ts . The 
vacancy ra te  for apartments a t the present time in the Anchorage, 
F a irb an k s , Ketchikan and Juneau markets ranges from 0% to 4%. jBecause o f  
t h i s  t ig h t  rental market, i t  is  sometimes qu ite  d i f f i c u l t  fo r  low income 
f a m i l i e s ,  m in o r i t ie s ,  pet owners, fam i l ie s  w ith c h i ld r e n , and the 
e l d e r l y ,  (to  name a few], to find adequate and h ab itab le  hou s ing .
General term ination , (30 d a y s ) ,  on the part o f the land lo rd , in a  time 
o f  a severe  housing crunch does not always g iv e  the tenant s u f f i c i e n t  
n o t ic e  to find e ther  adequate housing.
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"Renta l due" date r e fe r s  to Sec . 34.03.020 (c) which is  the date  on the 
same day each month that rent is  to be p a id . The land lord  may w ish to 
g i v e  n o t ic e  o f  term ination to the tenant before the " r e n ta l  due" d a t e ,  
and rep la c in g  "ren ta l due" w ith  "term ination " date  p rov id e s  fo r e i t h e r  
time frame.

Sec t ion  3 . .  AS 34.03.290 (c) is  amended to read:

(c) I f  the tenant remains in possess ion without the la n d lo rd 's  
consent a f t e r  e xp ira t io n  o f the term o f  the renta l agreement or a f t e r  
i t s  te rm ination , the land lord nay bring an a c t ion  fo r  p o s se s s ion  and 
recovery o f  ac tua l damages. I f  [ IF ]  the ten an t 1 s ho ldover i s  w i l f u l  and 
not in good f a i t h  the land lord , in add it io n , may recover an amount not 
to exceed one and o n e -h a lf  tinres the actual damages. I f  the land lord 
consents to the t e n an t 's  continued occupancy, AS 34.20.02C a p p l i e s .

An improper ho ld -over by a tenant has caused land lords f in a n c i a l  
hard sh ip s . I f  a tenant continues to occupy the dvvel I ing a f t e r  h i s  
tenancy e x p ir e s ,  he has caused the owner lo ss o f  income needed to make 
mortgage payments, as well as lo ss  o f time to make n e c e s s a ry  r e p a ir s ,  
a l t e r a t i o n s ,  e t c . ,  before renting the un it to the next p a r t y .  A la ska  
law a llow s land lords to sue for damages, but the time, e f f o r t  and money 
invo lved is  not always f e a s ib le  to pursue.

The new c lau se  noted above prov ides for recovery o f  ac tua l damages,
( i . e .  lo st rent income, lo st time needed to nnake n ecessa ry  r e p a i r s ,  
e t c . ) ,  as w e ll as one and on e -h a lf  times the actua l damages as 
compensation to the land lord . Th is deters the tenant from s ta y in g  on 
past term ination or the e xp ira t io n  of the renta l agreement and in e f f e c t  
i s  in c en t iv e  to the ind iv idu a I(s )  to vaca te  the prem ises.

S ec t ion  4. AS 34 .03 .3 10  is  amended by adding a new sub sec t ion  to
read :

(f) A land lord i s  presumed to have v io la t e d  (a) o f t h i s  s e c t io n  i f  
the land lord increases ren t , decreases s e r v ic e ,  or b r in g s  or th rea ten s 
to bring an ac t ion  for possess ion w ith in  60 days a f t e r  a tenant has 
engaged in an ac t ion  l i s t e d  under ( a ) ( 1)  -  (4).
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ThJ'S new subsection p ro tec ts  the tenant from land lords who abuse the 
r ig h t  to access  or e v i c t  the tenant for r e t a l i a t o r y  reason s . The tenant 
has a r% h t to h i s /h e r  p r iv a c y , and the land lord must g iv e  " r e a son ab le "  
n o t ic e  tc? the tenant before en ter ing  the prem ises , (See AS 3 4 .0 3 .0 10 ) .  
This; new subsection a ls o  provides that the tenant may not be e v ic t e d  
because they have made a complaint using the proper procedures , (See AS
34 .0 3 . 14 0 ] , i . e .  complained to a government agency regard ing u n fa ir  rent 
h i k e s ,  or requesting that c e r t a in  necessary repair.':; be made to the 
prem ises or comTon a r e a . S i x t y  days is  a s u f f i c i e n t  arrount o f  time to 
co r r e c t  >1 problem or answer a complaint. A fte r  the 60 day p e r io d  has 
e xp ir e d , the tenant should r e fe r  to AS 3 4 .0 3 . 160 and the land lo rd  should 
r e fe r  to AS 34.03.220 for remedies to th e ir  problem(s).



ucnnoa uy a s  ou.40.ouo, and that entrg t;nd detainer, 45 A L U  323. 
o«ly ia constructive force which that Forcibly entry and detainer m
section declares to be such. M iners', rerrjedy fo r  interference with right 
&. Merchants' Dank v. Drlce, 5 A laska o f wuy, 47 A LU  660.
418 (1016). Crlminul offense o f forcible dr*

Actual possession must be shown.—  talner where entry was peaceable, 4'j
Since forcible entry and detainer is A LU  067.
an action purely for possession, and Forcible entry and detainer at t 
not to try title (A S  22 .16.050), ouch ' remedy o f tenant against stranger
an action cannot bo maintained w ith- wrongfully Interfering with hit poi*
out showing actual possession. W illi session, 12 ALR2<! 1100,
y* ® .̂ -1®** k-J< No. 12, p. night of landowner who has con*
200 (Dec., 1067). veyed property to third person to

Posaesaloi of tenant does not make nmlntaln forcible detainer or ilnil* 
such tenant an agent or employee,o f | ttr summary possessory action, 4? 
his landlord. Wills v. Peterson, 6 A LU2J 1170.
Alim. L.J. No. 12, p. 20(1 (Dec., 1007),

Sec. 09.45.0S0. Undertaking on nppenl. I f  judgment is rendered 
ngnir.3t the defendnnt for the restitution of the real property 
described in the complaint or any part o f  it, no appeal may be 
taken by the defendnnt from the judgment until ho gives, in ad­
dition to an undertaking required upon appeal, an undertaking to 
the adverse party with two sureties. The sureties shall justify, In 
the manner as bail upon arrest, fot the payment to the plainliH 
o f twice tho rental value o f the real property of which restitution 
shall be adjudged from tho rendition of tho Judgment until final 
judgment in the action, if (.he judgment is ailirined upon appeal. 
(§ 17.03 ch 101 S LA  1962)
‘ Sec. 09.45.090. Unlnwful holding by force! The following arc 

cn3es o f unlawful holding by force within the meaning of §§ GO— 
160 of this chapter :

( I )  when the tenant or person In possession of a premises fails 
or refuses to pay the rent due on the lease or agreement under 
which he holds, or deliver up the possession of the premises for 
10 days after demand made in writing for the possession;

( 2 1 when, after a notico to quit as provided in §§ GO— ICO of lltli* 
cliaptur, a person ctmlinucs In the possession of the promises at . 
f e  expiration of the time limited In tho lease or agreement under 
which that person holds, or contrary to a condition or covenant In 
the leuuc or  agreement, or without a written lease or agreement;

( I I )  when, after a. notico to tormlnnto the ♦tnancy as p r o v i d e d  
In th is t i t le  with reference to te rm in a t io n  o f  estate at will or by 
HUflTormico, a person continues in possession o f  the prem ises nflcr 
expiration of tho time for determining the tenancy. (§ 17.0. ch 
101 S L A  1962)

Section defined detainer article Is tulncr which iha Htaluto wan Intended 
designed to prevent.— This section o f to prevent. Stoll v. Dess' ore, $ 
Ilia forcible entry and detainer act Alnshn 002 (1007 ).
HiiggestH the chnrnclor o f the do-_________________________________________ , ___

etc; nut constructive force Is defined entryman, and entered urdei
Av tnfs section,-and that only Is eon- verso claim o f title, and wit
DiWrtlve force which this uectlon de- m ilting the titlo or postesslo
«%*« to bo such. Miners' & Mer» * plaintiff, under auch fa d s  hi 
fjV&Hti' Dank v, Urlce, 5 Alaska 418 bo summarily removed by tl
( ’ .Ilf:). ble entry nod detainer le t , bf

W,eri> entry was without force titled to have jilt* titlo H cd
»r, l un\Ver claim o f title, article is In- Stcll v. Dess more, 3 Alai
ajijdlcnhle. —  Where defendant en- (11)07),

Set. 09 .45,100, Requisites o f  notice to quit, A  notico t > qt»i 
tie In w i l i n g  and slml] bo served upon tho tennnt or  poi 3on 
neaslcn hy being delivered to him or left a t the prr mlies 
of his absence from  tho premises, or tho notice m iy j o  a 
registered or  certified mail, in which ense an additional thrc 
jtluill ho added to the 10 daya. (§ 17.05 ch 101 S L A  196!:)

CJ.£l. reference. —  3C: C.J.S . Forci­
ble Entry nwii Detainer §§ 23 to 25.

See. 09.45.110. Period between service o f notico ind 
brought. An action/ for the recovery o f  the possession o; the 
hea may be mnim'ained in the cases specified in § 3 0 .2 )  i 
chapter when the notice to qu it has been served upon the 
or person in possession for the period o f  10 days befote th 
niencemcnt o f  the action unless tho leasing or occupation Is 
purposo of fnrmlng or agrlculturo, in which caso tho notice a 
nerved 90 days before commencement of the action. (§ 17.0G 
SLA 1962)

flee. 09 .45.120, Summons and contlnunnce. Summons in i 
lor forcible entry and detainer shall be served not less tin 
nor more than /four dnys before the date o f trial. No conli: 
«h- H be granted for a longer period thnn two days unless t 
fa itxint nppl'ying for the continuance gives an undertaking 
inverse party, with sureties approved by tho court cond 
•'ft Die payment o f  the ront th a t may accrue iff judgment 
•isirxl against tlK< defendant. ( j j 17.07 ch 101 S L A  1962) j

Lee. 09.45.130. Action ngninst persons paying rent In ml 
The service o f a notice to quit upon u tenant or person In t 
Don does not authorize an action to bo maintained against h 
D\e possession o f  the premises until tho expiration of the 
for which that tenant or person may liavo paid rent for the 
Isos in advanco. T o  aulhorizo an action against a tenant or 
la possession who Las paid rent In advance, a notice must In 
nl least 10 days before the date tho rent Is due again in cn; 
inoatb-to-month tenancy or a t least three daya before in tl 
of a weelc-to-week tenancy. (§ 17.03 ch 101 S L A  1962)

Sec. 09 .45 .l ift. Agricultural tciurnf. When Die leasing m
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T H E  F O L L O W I N G  A R E  O F F E R E D  A S  A M E N D M E N T S  T O  S S H B  7:

A M E N D M E N T  1. T h i s  is t o  c o r r e c t  a t e c h n i c a l  o m m i s s i o n  f r o m  the 
b i l l .

page. 5 l i n e  19

i n s e r t  t h e  w o r d s  " p r o p e r t y  d a m a g e  or" a f t e r  b e c a u s e  of. T h e  
l i n e  w o u l d  t h e n  read...';'of u n i n s u r e d  m o t o r  v e h i c l e s  b e c a u s e  of  
p r o p e r t y  d a m a g e  o r  b o d i l y  i n j u r y  o r  d e a t h . . . . "

T h i s  is t o  m a k e  t h i s  s e c t i o n  i d e n t i c a l  to t h e  d e f i n i t i o n  of 
m o t o r  v e h i c l e  p o l i c y  p r o p o s e d  is 2 8 . 2 2 . 0 1 0 .

A M E N D M E N T  2. T h i s  a m e n d m e n t  w i l l  c h a n g e  t h e  i n s u r a n c e  c o d e  to 
m a n d a t e  t h a t  c o m p a n i e s  a u t h o r i z e d  to d o  b u s i n e s s  in t h e  s t a t e  
o f f e r  u n i n s u r e d  a n d  u n d e r i n s u r e d  i n s u r a n c e  f o r  p r o p e r t y  d a m a g e  
a n d  p e r s o n a l  i n j u r y  l i a b i l i t y  in at l e a s t  t h e  a m o u n t s  p u r c h a s e d  
v o l u n t a r i l y  u n d e r  t h e  p o l i c y .  H o w e v e r ,  t h i s  c o v e r a g e  m a y  b e  
w a i v e d  as is t h e  c u r r e n t  p r o c e d u r e .  C u r r e n t l y  o n l y  u n i n s u r e d  
c o v e r a g e  is m a n d a t e d  a n d  t h e n . . . o n l y  for p e r s o n a l  i n j u r y . . n o t  
p r o p e r t y  d a m a g e .

AS  2 1 . 8 9 . 0 2 0  is a m e n d e d  to read:

(a) A n  a u t o m o b i l e  l i a b i l i t y  p o l i c y  w h i c h  i n s u r e s  an o w n e r  

or o p e r a t o r  o f  a m o t o r  v e h i c l e  a g a i n s t  l o s s  r e s u l t i n g  f r o m  h i s  

l i a b i l i t y  f o r  b o d i l y  i n j u r y  o r  d e a t h ,  o r  f o r  p r o p e r t y  d a m a g e  o r  

d e s t r u c t i o n ,  o r  b o t h ,  w h i c h  is s o l d  in t h e  s t a t e  [ A F T E R  J A N U A R Y  

1, 1969, B Y  A N  I N S U R A N C E  C A R R I E R  A U T H O R I Z E D  T O  T R A N S A C T  

B U S I N E S S  IN T H E  S T A T E ] . s h a l l  c o n t a i n  l i m i t s  in a t  l e a s t  the 

a m o u n t  p r e s c r i b e d  f o r  a m o t o r  v e h i c l e  p o l i c y  in A S  2 8 . 2 0 . 4 4 0  

(b)(2) a n d  A S  28 . 2 2 . 0 1 0  (b)(2) [AND M E E T  T H E  R E Q U I R E M E N T S  O F  

AS. 2 8 . 2 0 . 4 4 0 ( b ) ( 3 )  U N L E S S  W A I V E D  A S  P R O V I D E D  IN T H A T  

P A R A G R A P H .]



(b) In a d d i t i o n t o  t h e  c o v e r a g e s  a n d  l i m i t s  r e q u i r e d  in

(a) of t h i s  s e c t i o n a n  i n s u r a n c e  c o m p a n y  o f f e r i n g  a u t o m o b i l e  

l i a b i l i t y  i n s u r a n c e  in t h i s  s t a t e  s h a l l  o f f e r  c o v e r a g e ,  w i t h  

l i m i t s  e q u a l  t o  a t  l e a s t  t h e  l im i t  p u r c h a s e d  v o l u n t a r i l y  t o  

c o v e r  t h e  i n s u r e d  p e r s o n s  l i a b i l i t y ,  f o r  t h e  p r o t e c t i o n  o f  t h e  

p e r s o n s  in s u r e d  u n d e r  t h e  p o l i c y  w h o  a r e  l e g a l l y  e n t i t l e d  to  

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

u n a e r i n s u r e d  m o t o r  v e h i c l e s .  T h e  c o v e r a g e  s h a l l  b e  o f f e r e d  in 

fo u r  p a r t s ,  o n e  o r  m o r e  o f  w h i c h  m a y  b e  w a i v e d  p u r s u a n t  t o  A S  

2 8 , 2 0 . 4 4 0  ( b ) (3) o r  A S  2 8 . 2 2 . 0 1 0  (b)(3). T h e  p a r t s  a r e :

(1) u n i n s u r e d  m o t o r i s t s / b o d i l y  I n j u r y ;

(2> u n i n s u r e d  m o t o r i s t s ,  p r o p e r t y  damage;"

(3) u n d e r  i n s u r e d  m o t o r i s t s ,  b o d i l y  i n j u r y ;  and,

(4) u n d e r  i n s u r e d  m o t o r i s t s ,  p r o p e r t y  d a m a g e.

(c) [ (b)I T h i s  s e c t i o n  m a y  n o t  b e  c o n s t r u e d  t o  a p p l y

o n l y  to a u t o m o b i l e  l i a b i l i t y  p o l i c i e s  o b t a i n e d  t o  s a t i s f y  a 

r e q u i r m e n t  in  AS 2 8 . 2 0  o r  A S  28 . 2 2 .

A S  2 8 . 2 0 . 4 4 0  (b)(3) is a m e n d e d  t o  read:

(3) c o n t a i n  c o v e r a g e  in t h e  a m o u n t s  s e t  o u t  i n  (2) o f  

t h i s  s u b s e c t i o n  f o r  t h e  p r o t e c t i o n  of  t h e  p e r s o n s  i n s u r e d  u n d e r  

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

o w n e r s  a n d  o p e r a t o r s  o f  u n i n s u r e d  o r u n d e r  i n s u r e d  m o t o r  

v e h i c l e s  b e c a u s e  o f  b o d i l y  i n j u r y  o r  d e a t h , o r  d image to  o r  

d e s t r u c t i o n  o f  p r o p e r t y  a r i s i n g  out. o f  t h e  o w n e r s h i p ,  

m a i n t e n a n c e  o r  u s e  o f  t h e  u n i n s u r e d  o r u n d e r i n s u r e d  m o t o r  

v e h i c l e ,  e x c e p t  t h a t  t h i s  c o v e r a g e  o r p a r t  o f  it m a y  b e  w a i v e d  

in w r i t i n g  b y  the i n s u r e d  o n  o r  b e f o r e  the e f f e c t i v e  d a t e  of 

t h e  p o l i c y .

AMENDMENT # 3 . .  .

I a l s o  p r o p o s e d  t h a t  t h i s  l a n g u a g e  in A S .  28 .20. 440 (b) (3) b e  
u s e d  in l i e u  o f  t h e  l a n g a u g e  p r o p o s e d  in  AS 2 8 . 2 2 . 0 1 0 ( b ) (3) o f  
S SH B  7 .

T h i s  a m e n d m e n t  c o n f l i c t s  w i t h  t h e  l a n g u a g e  c h a n g e  p r o p o s e d  in 
a m e n d m e n t  # 1  b u t  is p r e f e r a b l e .  T h e  a d o p t i o n  o f  a m e n d m e n t  t w o  
w o u l d  e l i m i n a t e  t h e  n e e d  f o r  a m e n d m e n t  #1.



S E C T I O N  A N A L Y S IS -- M A N D A T O R Y  A U T O  L I A B I L I T Y  I N S U R A N C E
S S H B  7

S e c t i o n  1 D e c l a r a t i o n  o f  P u r p o s e .  E x p r e s s e s  g o a l  of
l e g i s l a t i o n  t h a t  m o t o r i s t s  b e  f i n a n c i a l l y  

r e s p o n s i b l e  for t h e i r  a c t i o n s  d u e  t o  r i s i n g  t o l l  o f  a c c i d e n t s .  
T h e  l e g i s l a t u r e  d e c l a r e s  t h a t  t h e  p u b l i c  i n t e r e s t  c a n  b e s t  h e  
s e r v e d  by t h e  r e q u i r e m e n t  to  s h o w  p r o o f  o f  l i a b i l i t y  i n s u r a n c e  
p r i r o t  to r e g i s t r a t i o n .

S e c t i o n  2 a d d s  m o b i l e  h o m e s  as  d e f i n e d  b y  s t a t u t e  to
v e h i c l e s  e x e m p t  f r o m  r e g i s t r a t i o n .

S e c t i o n  3 A m e n d s  2 8 . 1 0 . 0 1 1  b y  a d d i n g  a n ^ w  s e c t . o n  u n d e r
R E G I S T R A T I O N  w h i c h  s p e c i f i e s  a n  o w n e r  m a y  n o t  

r e g i s t e r  o r  r e n e w  r e g i s t r a t i o n  o f  a v e h i c l e  w i t h o u t  p r o v i d i n g  
p r o o f  of l i a b i l i t y  i n s u r a n c e  as r e q u i r e d  in s t a t u t e .

S e c t i o n  4 A m e n d s  A P P L I C A T I O N  F O R  R E G I S T R A T I O N  s t a t u t e  b y
s p e c i f y i n g  t h a t  c e r t i f i c a t e  of r e g i s t r a t i o n  m a y  

n o t  b e  i s s u e d  u n t i l  t h e  c r i t e r i a  s e t  o u t  in S e c t i o n  3 a b o v e  is 
met.

S e c t i o n  5 A m e n d s  2 8 . 1 0 . 1 1 1  ( R E N E W A L  O F  R E G I S T R A T I O N )  b y
a d d i n g  a n e w  s e c t i o n  s p e c i f y i n g  t h a t  c u r r a n t  

r e g i s t r a t i o n  m a y  n o t  b e  r e n e w e d  u n t i l  a d e q u a t e  p r o o f  of 
f i n a n c i a l  r e s p o n s i b i l i t y  is s h o w n  as r e q u i r e d  in s t a t u t e .

S e c t i o n  6 A l l o w s  D M V  t o  i s s u e  t i t l e  to c e r t a i n  v e h i c l e s
e x e m p t  f r o m  r e g i s t r a t i o n .

a) v e h i c l e s  e x e m p t  u n d e r  S o l d i e r  a n d  S a i l o r ' s  C i v i l  R e l i e f  A c t  
( c u r r e n t  e x e m p t i o n )

b) s p e c i a l  m o b i l e  e q u i p m e n t  (new)
c) v e h i c l e s  d r i v e n  o r  p a r k e d  o n  p r i v a t e  p r o p e r t y  (new)
d) v e h i c l e s  d r i v e n  o r  m o v e d  o n  h i g h w a y  o r  v e h i c u l a r  w a y  w h i c h  

is not c o n n e c t e d  to s t a t e  h i g h w a y  s y s t e m  (new)
e) m o b i l e  h o m e s  as d e f i n e d  b y  s t a t u t e  (newj

S e c t i o n  7 R e q u i r e s  p r o o f  of s u f f i c i e n t  l i a b i l i t y  i n s u r a n c e
on  v e h i c l e s  O W N E D  b y  (river b e f o r e  d r i v e r ' s  

l i c e n s e  c a n  be  i s s u e d  o r  r e n e w e d  for i o t h  r e s i d e n t s  a n d  
n o n - r e s i d e n t s .  If d r i v e r  d i d  n o t  O W N  v e h i c l e s  at t i m e  of  
l i c e n s e  r e n e w a l ,  n o  p r o o f  w o u l d  h a v e  t o  b e  shown. A  p e r s o n  w h o  
o w n s  a v e h i c l e  t h a t  is r e g i s t e r e d  o u t  o f  s t a t e  m u s t  s h o w  p r o o f  
of i n s u r a n c e  p r i o r  to  o b t a i n i n g  an  A l a s k a  l i c e n s e .

S e c t i o n  8 M a n d a t e s  s u s p e n s i o n  o f  l i c e n s e  w h e n  a d v i s e d  t h a t
i n s u r a n c e  h a s  b e e n  c a n c e l l e d  a n d  t h e r e  is no  r e s p o n s e  by  
l i c e n s e  h o l d e r  w i t h i n  30 d a y s  of n o t i c e  t o  s u s p e n d  s e n t  b y  
d e p a r t m e n t .

S e c t i o n  3 A m e n d s  l a w  t o  r e q u i r e  k n o w l e d g e  of -he e f f e c t s
of a l c o h o l  a n d  d r u g s  o n  d r i v i n g  a n d  k n o w l e d g e  of 

l a w s  r e l a t i n g  t o  f i n a n c i a l  r e s p o n s i b i l i t y  w h e n  t a k i n g  t e s t  for 
d r i v e r ' s  l i c e n s e .
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S e c t i o n s  10-
13

S e c t i o n  14

A m e n d s  c u r r e n t  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  
to i n c r e a s e  l i a b i l i t y  l i m i t s  to c u r r e n t  r a t e s  as 
e s t a b l i s h e d  f o r  i n s u r a n c e  p o l i c e s  u n d e r  AS..
2 8 . 2 2 . 0 1 0  T h e s e  a r e  i n c r e a s i n g  l i m i t s  f r o m  
2 5 / 5 0 / 1 0  to 1 0 0 / 3 0 0 / 5 0  t h o u s a n d .

a d d s  r e q u i r e m e n t  of  o f f e r i n g  u n d e r i n s u r e d  
m o t o r i s t  c o v e r a g e  f o r  i n s u r a n c e  p o l i c i e s  w r i t t e n  
in state.

S e c t i o n  15 a d d s  n e w  s e c t i o n s  (1) a n d  (m) to c u r r e n t  
d e f i n i t i o n  o f  i n s u r a n c e  p o l i c y .  T h e s e  a r e  the 
s a m e  i t e m s  as c o n t a i n e d  in t h e  p r o p o s e d  
d e f i n i t i o n  u n d e r  A S  2 8 . 2 2 . 0 1 0  ( s e c . 17)

S e c t i o n  16 A m e n d s  c u r r e n t  l a w  t o  i n c r e a s e  a m o u n t  o f  m o n e y  
o r  s e c u r i t i e s  r e q u i r e d  as p r o o f  of i n s u r a n c e  to 
a r a t e  in l i n e  w i t h  p o l i c y  r e q u i r e m e n t s  ... 
$ 1 0 0 , 0 0 0

S e c t i o n  17 A D D S  N E W  C H A P T E R  22 T O  T I T L E  2 8 . . M o t o r  V e h i c l e
L i a b i l i t y  I n s u r a n c e  

T h i s  is v i r t u a l l y  i d e n t i c a l  l a n g u a g e  t o  t h a t  n o w  in s t a t u t e  
2 8 . 2 0 . 4 4 0 .

C H A N G E S  T O  C U R R E N T  L A W  O R  A D D I T I O N S :

2 8 . 2 2 . 0 1 0

(b) 2 A / B -  i n c r e a s e s  m i n i m u m  l i m i t s  f o r  i n s u r a n c e  to b e  
c o n t a i n e d  in p o l i c y .  (These a r e  t h e  s a m e  l i m i t s  t h a t  w e r e  
a m e n d e d  in t h e  p r e v i o u s  5 s e c t i o n s )

B o d i l y  i n j u r y  to  or  d e a t h  of o n e  p e r s o n  in a n y  one a c c i d e n t  
C U R R E N T L Y  $ 2 5 , 0 0 0  P R O P O S E D  $ 1 0 0 , 0 0 0

B o d i l y  i n j u r y  to or  d e a t h  of  t w o  o r  m o r e  p e r s o n s  in a n y  1 
a c c i d e n t
C U R R E N T L Y  $ 5 0 , 0 0 0  P R O P O S E D  $ 3 0 0 , 0 0 0

I n j u r y  to or  d e s t r u c t i o n  of p r o p e r t y  o f  o t h e r s  in a n y  o n e  
a c c i d e n t
C U R R E N T L Y  $ 1 0 , 0 0 0  P R O P O S E D  $ 5 0 , 0 0 0

T h e s e  a r e  l i m i t s  c o n t a i n e d  ■>r: m o s t  s t a n d a r d  p o l i c i e s  c u r r e n t l y  
i s s u e d .  T h e s e  a t e  a l s o  l i m i t s  g e n e r a l l y  i m p o s e d  by  b a n k s  for 
i n s u r a n c e  r e q u i r e m e n t s  to  b u y  a car.

(3) R e q u i r e s  o f f e r i n g  of u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e  in 
a d d i t i o n  t o  u n i n s u r e d  c o v e r a g e .  C o v e r a g e  w i l l  a l s o  r e l a t e  to 
p r o p e r t y  d a m a g e .  C u r r e n t  l a w  o n  r e q u i r e s  o f f e r i n g  of u n i n s u r e d  
c o v e r a g e  f o r  b o d i l y  i n j u r y  o r  d e a t h .  B u t  t h i s  m a y  b e  w a i v e d  in 
w r i t i n g .

if
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(1) R e q u i r e s  i n s u r a n c e  c a r r i e r  to n o t i f y  D M V  w h e n  a p o l i c y  is 
c a n c e l l e d  w i t h i n  the f i r s t  180 d a y s  t h a t  a p o l i c y  is in e f f e c t  
a n d  w i t h i n  10 d a y s  o f  k n o w l e d g e  o f  t e r m i n a t i o n  o r  i n t e n t  to 
t e r m i n a t e .  If a p e r s o n  w h o s e  c o v e r a g e  t e r m i n a t e s  f a i l s  to 
p r o v i d e  D M V  w i t h  s a t i s f a c t o r y  e v i d e n c e  o f  i n s u r a n c e ,  D M V  w i l l  
s u s p e n d  t h e  d r i v e r ' s  l i c e n s e  a n d  a l l  r e g i s t r a t i o n  c e r t i f i c a t e s  
a n d  p l a t e s  i s s u e d ‘'-to o w n e r  o f  v e h i v l e  u n t i l  p r o o f  of i n s u r a n c e  
is g i v e n .

(m) R e q u i r e s  i n s u r a n c e  c a r r i e r s  to p r o v i d e  t h e  i n s u r e d  w i t h  a 
c a r d  i n d i c a t i n g  e x i s t a n c e  o f  s a t i s f a c t o r y  p o l i c y .  T h i s  c a r d  
m u s t  b e  c a r r i e d  in v e h i c l e  a t  a l l  t i m e s .

28 .22. 0 2 0

T o  b e  c o n s i d e r e d  e f f e c t i v e ,  p o l i c i e s  m u s t  b e  i s s u e d  b y  
i n s u r a n c e  c o m p a n i e s  a u t h o r i z e d  to d o  b u s i n e s s  in s t a t e  a n d  m e e t  
f i n a n c i a l  l i m i t s  i m p o s e d  b y  s t a t u t e .  A l l o w s  for e x c e p t i o n  if 
p o w e r  of  a t t o r n e y  is e x e c u t e d .

2 8 . 2 2 . 5 0 0  P E N A L T I E S

P e n a l t i e s  a r e  i m p o s e d  for d r i v i n g  o r  k n o w i n g l y  p e r m i t t i n g  to b e  
d r i v e n  a v e h i c l e  r e q u i r e d  t o  b e  i n s u r e d  u n l e s s  t h e  v e h i c l e  a n d  
d r i v e r  a r e  a r e  c o v e r e d  b y  a n  a d e q u a t e  i n s u r a n c e  p o l i c y .
T h i s  s e c t i o n  d e s c r i b e s  p e n a l t i e s  for v i o l a t i o n  o f  t h a t  law.
S e e  a t t a c h e d  sheet.
SEC. 2 8 . 2 0 . 5 1 0  s e t s  o u t  p r o v i s i o n s  r e l a t i n g  to i m p o u n d m e n t .

A l l o w s  for i m p o u n d m e n t  o r  r e l e a s e  t o  p e r s o n  w i t h  r i g h t  to 
p o s s e s s  a v e h i c l e  if a p e a c e  o f f i c e r  h a s  c a u s e  t o  b e l i e v e  
v e h i c l e  w a s  d r i v e n  w i t h o u t  p r o p e r  i n s u r a n c e .  If r e l e a s e d ,  the 
o w n e r  o r  p e r s o n  w i t h  r i g h t  to p o s s e s s  m u s t  p a y  c o s t s  of 
i m p o u n d i n g  a n d  s t o r i n g .

I m p o u n d m e n t  is u n t i l  p r o o f  of i n s u r a n c e  is s h o w n  if d r i v e r  h a s  
n o t  b e e n  p r e v i o u s l y  c o n v i c t e d  o f  s i m i l a r  o f f e n s e  or for 3 0 - 9 0  
d a y s  if p e r s o n  h a s  b e e n  p r e v i o u s l y  c o n v i c t e d  of s i m i l a r  
v i o l a t i o n  w i t h i n  10 ye a r s .

U p o n  i m p o u n d m e n t ,  a h e a r i n g  w i l l  be  p r o v i d e d  at t h e  t i m e  of 
i m p o u n d m e n t  t o  t h e  p e r s o n  w i t h  the r i g h t  t o  p o s s e s s  the v e h i c l e ,  
t.ie d r i v e r ,  o t h e r  p e r s o n s  w i t h  an o w n e r s h i p  i n t e r e s t .  F o l l o w i n g  
a h e a r i n g ,  t h e  v e h i c l e  w i l l  b e  r e l e a s e d  t o  o w n e r  or p e r s o n  w i t h  
r i g h t  to  p o s s e s s  if it is d e t e r m i n e d  i m p o u n d m e n t  w a s  i m p r o p e r  o r  
t h a t  at t h e  t i m e  o f  i m p o u n d m e n t  t h e  v e h i c l e  w a s  b e i n g  d r i v e n

b y  a p e r s o n  o t h e r  t h a n  t h e  o w n e r  or  p e r s o n  w i t h  r i g h t  to 
p o s s e s s  t h e  v e h i c l e  A N D

w i t h o u t  t h e  c o n s e n t  of  the o w n e r  or p e r s o n  w i t h  r i g h t  to 
p o s s e s s  t h e  v e h i c l e .

II



V e h i c l e  w i l l  a l s o  b e  r e l e a s e d  if

the d r i v e r  is n o t  c h a r g e d  w i t h i n  10 d a y s  of i m p o u n d m e n t  
o f  an o f f e n s e  e l a t e d  to the i m p o u n d m e n t  O R  a n y  r e l a t e d  
c h a r g e s  a r e  d r o p p e d  o r  d i s m i s s e d  O R  the d r i v e r  is a c q u i t t e d  
of  a n y  r e l a t e d  o f f e n s e s .

If t h e  v e h i c l e  is n o t  r e l e a s e d  a f t e r  i m p o u n d m e n t  h e a r i n g ,  a 
l i e n h o l d e r  fnay r e p o s s e s  t h e  v e h i c l e  for s a l e  a n d  i m p o u n d m e n t  
c o s t s  a r e  t o  b e  p a i d  b y  s a l e  p r o c e e d s .

2 8 . 2 2 . 5 2 0 / 2 8 . 2 2 . 5 3 0  F O R F E I T U R E S

T h e s e  p r o v i s i o n s  a p p l y  w h e n  f o r f e i t u r e  is c a l l e d  w h i c h  h a p p e n s  
f o l l o w i n g  3 r d  c o n v i c t i o n  w i t h i n  10 y e a r s  of d r i v i n g  v/ithout 
p r o p e r  i n s u r a n c e .

C o u r t  w i l l  r e q u i r e  s u r r e n d e r  o f  r e g i s t r a t i o n  a n d  ti t l e .
If n o t  r e l e a s e d ,  t h e  d e p a r t m e n t  m a y  d i s p o s e  o f  t h e  v e h i c l e  as 
g o v e r n e d  b y  s t a t u t e s .

U p o n  o r d e r  t o  f o r f e i t ,  the c o u r t  w i l l  p r o v i d e  n o t i f i c a t i o n  of 
i n t e n t  to r e q u i r e  f o r f e i t u r e  Lc a l l  w h o  h a v e  an o w n e r s h i p  
i n t e r e s t  in v e h i c l e .  T h i s  w i l l  a l l o w  f o r  a n y  i n t e r e s t e d  p a r t y  to 
a s k  for r e m i s s i o n  o f  i n t e r e s t  in t h e  v e h i c l e .  C o u r t  w i l l  h o l d  
h e a r i n g  if r e q u e s t  f o r  r e m i s s i o n  o f  i n t e r e s t  is m a d e  a n d  su c h  
i n t e r e s t  w i l l  b e  r e m i t t e d  if

the p e t i t i o n e r  h a s  a n  i n t e r e s t  in the v e h i c l e  a c q u i r e d  in 
g o o d  f a i t h  A N D

a p e r s o n  o t h e r  t h a n  the p e t i t i o n e r  w a s  c o n v i c t e d  o f  the 
o f f e n s e  w h i c h  r e s u l t e d  in f o r f e i t u r e  A N D

b e f o r e  p a r t i n g  w i t h  t h e  m o t o r  v e h i c l e ,  the p e t i t i o n e r  
d i d n ' t  k n o w  o r  h a v e  r e a s o n a b l e  c a u s e  to b e l i e v e  it w o u l d  b e  
u s e d  in t h e  c o m m i s s i o n  o f  an o f f e n s e .

T h i s  p r o t e c t s  t h e  v e h i c l e  d e a l e r  or, f o r  e x a m p l e ,  the o w n e r  o f  a 
a c a r  t a k e n  w i t h o u t  p e r m i s s i o n  o r  s t o l e n .

If r e m i s s i o n  o f  i n t e r e s t  is g r a n t e d  it m a y  b e  e i t h e r  in the f o r m  
of r e i m b u r s e m e n t  f o r  i n t e r e s t  or r e p o s s e s s i o n  o f  t h e  v e h i c l e  a n d  
title.

2 8 . 2 2 . 5 4 0  U N U S E D  M O T O R  V E H I C L E S

T h i s  p r o v i s i o n  a l l o w s  a p e r s o n  t o  t e r m i n a t e  o r  s u s p e n d  i n s u r a n c e  
p o l i c y  w i t h o u t  p e n a l t y  b y  r e m o v i n g  p l a t e s  f r o m  v e h i c l e  a n d  
d e l i v e r i n g  t h e m  t o  DM V .  W h e n  v e h i c l e  is to b e  u s ed, d r i v e r  m u s t  
p r e s e n t  p r o o f  o f  i n s u r a n c e  t o  D M V  a n d  p l a t e s  w i l l  b e  r e t u r n e d .



2 8 . 2 2 . 5 5 0 ANNUAL REPORT

R e q u i r e s  a n n u a l  r e p o r t  b e g i n n i n g  in F e b r u a r y  1986 w h i c h  is to 
a s s e s s  i m p a c t  of law w i t h  r e g a r d  t o  e f f e c t  o n  n u m b e r  of 
u n i n s u r e d  m o t o r i s t s ,  i n s u r a n c e  r a t e s  and c o s t  to a d m i n i s t e r  law.

S E C T I O N  16 R e q u i r e s  t h a t  i n s u r a n c e  p o l i r  i s s u e d  a f t e r
J u n e  30, 1983 m e e t  r e q u i r e m e n t s  of  l i a b i l i t y  _ ^ l x c y  d e s c r i b e d  in 
t h i s  c h a p t e r .  S i n c e  t h e  b i l l  w o u l d  n o t  b e c o m e  l a w  u n t i l  J u l y  1, 
1984, t h i s  w o u l d  a l l o w  i n s u r a n c e  c o m p a n i e s  to p r e p a r e  to m e e t  
t h i s  r e q u i r e m e n t .

S E C T I O N  17 D e l a y s  o n e  p r o v i s i o n  o f  n o t  i s s u i n g  o r  r e n e w i n g
d r i v e r s  l i c e n s e  u n l e s s  i n s u r a n c e  is p r o v e n  u n t i l  

1 / 1 /85. T h i s  a l l o w s  D M V  t i m e  to u p g r a d e  c o m p u t e r  to p r o v i d e  
f or c r o s s  r e f e r e n c i n g  l i c e n s e s  a n d  o w n e d  cars.

S E C T I O N  18 E f f e c t i v e  d a t e  of  a c t  is 7/1/84.



P E N A L T IE S  UNDER AS 2 8 . 2 2 . 5 0 0 0

A  p e r s o n  m a y  n o t  d r i v e  or m o v e  n o r  m a y  an o w n e r  k n o w i n g l y  p e r m i t  to be  d r i v e n  o r  m o v e d
o n  a h i g h w a y  o r  v e h i c u l a r  w a y  o r  a r e a  a v e h i c l e  r e q u i r e d  to b e  i n s u r e d  u n d e r  a m o t o r
v e h i c l e  l i a b i l t y  p o l i c y  t h a t  c o m p l i e s  w i t h  A S  2 8 . 2 2 . 0 1 0  u n l e s s  a m o t o r  v e h i c l e
l i a b i l i t y  p o l i c y  is in e f f e c t  f o r  che m o t o r  v e h i c ] e .

If s t o p p e d  a n d  a p e a c e  o f f i c e r  h a s  r e a s o n  t o  b e l i e v e  a p e r s o n  is d r i v i n g  w i t h o u t  
i n s u r a n c e ,  a c i t a t i o n  for $ 2 5 0  w i l l  b e  g i v e n .  T h e  d r i v e r  w i l l  t h e n  h a v e  5 d a y s  to 
s h o w  t h e  c o u r t  t h a t  i n s u r a n c e  w a s  in e f f e c t  at t h e  t i m e  of  t h e  c i t a t i o n .  If p r o o f  is 
sh o w n ,  c h a r g e s  a n d  f i n e  w i l l  b e  d r o p p e d .  O T H E R W I S E . . . . '

V i o l a t i o n  o f  t h e  l a w  is a C l a s s  B m i s d e m e a n o r .

C o u r t  w i l l  i m p o s e  a m i n i m u m  f i n e  o f  $ 2 5 0  a n d  m a x i m u m  of  $1000. M i n i m u m  f i n e  m a y  n o t  be 
s u s p e n d e d .  C o u r t  m a y  a l s o  i m p o s e  j a i l  t e r m  o f  u p  t o  90 d a y s  w h i c h  m a y  b e  s u s p e n d e d  if 
f i n e  is p a i d .  ?

.  1 a

A D D I T I O N A L L Y  T H E  C O U R T  W I L L  I M P O S E  T H E  F O L L O W I N G  S A N C T I O N S :

1 s t  O f f e n s e  S U S P E N S I O N  O F  L I C E N S E  F O R  UP T O  30 D A Y S

,K‘ S U S P E N S I O N  O F  R E G I S T R A T I O N  U N T I L  P R O O F  O F  I N S U R A N C E  S H O W N

2 n d  O f f e n s e  
w i t h i n  10 y e a r s

S U S P E N S I O N  O F  L I C E N S E  W I T H O U T  L I M I T E D  D R I V I N G  P R I V I L E G E S  F O R  
M I N I M U M  O F  30 D A Y S / M A X I M U M  O F  90 D A Y S

S U S P E N S I O N  O F  R E G I S T R A T I O N  A N D  I M P O U N D M E N T  O F  V E H I C L E  F O R  90 D A Y S  
O R  L O N G E R  U N T I L  P R O O F  O F  I N S U R A N C E  IS SH O W N .  A L L O W S  F O R  J U D I C I A L  
H E A R I N G  B E F O R E  A N Y  I M P O U N D M E N T  T A K E S  P L A C E .  S U C H  A  H E A R I N G  I N C L U D E S  
A N Y  P E R S O N  N A M E D  O N  T I T L E  O R  W H O  M A Y  H/’V E  A  L I E N  I N T E R E S T .

3 r d  O f f e n s e  
10 y e a r s

S U S P E N S I O N  O F  L I C E N S E  W I T H O U T  L I M I T E D  D R I V I N G  P R I V I L E G E S  F O R  w i t h i n  
M I N I M U M  O F  90 D A Y S  TO  M A X I M U M  O F  O N E  YEAR.

F O R F E I T U R E  O F  V E H I C L E  U N D E R  AS  2 3 . 2 2 . 5 2 0



DEPARTMENT OF  COMMERCE AND ECONOMIC DEVELOPMENT

P O S I T I O N  PAPER

SSHB 7 :  An a c t  r e l a t i n g  to  motor  v e h i c l e s ; ,  and p r o v i d i n g  f o r  an
e f f e c t i v e  d a t e .

T h e  A d m i n i s t r a t i o n  i s  n o t  i n  f a v o r  o f  a m a nd ato ry  a u t o m o b i l e  l i a b i l i t y  
I n s u r a n c e  system su ch  as  p r o p o s e d  i n  SSHB 7 .  T h e  p r i n c i p a l  r e a s o n s  f o r  
t h i s  p o s i t i o n  a r e :

1 .  A d m i n i s t r a t i o n  o f  the  program i s  e x p e n s i v e  and  would  n e c e s s i t a t e  a 
s u b s t a n t i a l  b u r e a u c r a c y  t o  a d m i n i s t e r  and e n f o r c e .

2 .  T h e  c o s t  o f  i n s u r a n c e  i s  h i g h e r  i n  a m a nd ato ry  sys te m .  T h i s  i s  d u e  
t o  e l i m i n a t i o n  o f  e x c l u s i o n s  i n  t h e  p o l i c y ,  e l i m i n a t i o n  o f  d e f e n s e s  
a v a i l a b l e  t o  an i n s u r e r ,  a n d  i n c r e a s e d  i n s u r e r  a d m i n i s t r a t i v e  e x p e n s e .

3 .  M a n d a t o r y  systems d o  s l i g h t l y  i n c r e a s e  th e  i n s u r e d  p o p u l a t i o n  b u t  
d o  n o t  p r o d u c e  a commensurate r e d u c t i o n  i n  l o s s  c ause d  by th e  u n i n s u r e d  
o p e r a  t o r .

4 .  The e c o n o m i c a l l y  d i s a d v a n t a g e d  h ave  l e s s  r e a l  p e r s o n a l  n e e d  f o r  
l i a b i l i t y  i n s u r a n c e  from a p r o t e c t i o n  o f  a s s e t s  v i e w p o i n t  and t h i s  a c t s  
a s  a d i s i n c e n t i v e  f o r  c o m p l i a n c e  w i t h  a m and ato ry  system.

T h e  N o r th  C a r o l i n a / V i r g i n i a  e x p e r i e n c e  s u g g e s t s  t h a t  c o m p a r a b l e ,  i f  n o t  
s u p e r i o r ,  i n r o a d s  can be made on t h e  u n i n s u r e d  p o p u l a t i o n  t h r o u g h  a 
s t r o n g  f i n a n c i a l  r e s p o n s i b i l i t y  law and  a m a n d a t o r y  o f f e r i n g  o f  u n i n s u r e d  
m o t o r i s t s  c o v e r a g e .  L a s t  y e a r ,  a number o f  im p e d im e n t s  to th e  smooth 
w o r k in g  o f  o u r  law were c o r r e c t e d ,  b u t  i t  i s  t o o  soon to  say how e f f e c t i v e  
t h o s e  c h a n g e s  w i l l  be i n  t h i s  S t a t e .

What i s  more t o  th e  p o i n t  i s  n ot  how many d r i v e r s  are i n s u r e d ,  b u t  how 
many p e o p l e  are  e x p e r i e n c i n g  u n c o m p e n s a t e d  l o s s  c a u s e d  by an u n i n s u r e d  
m o t o r i s t .  A c c o r d i n g l y ,  we recommend as a n  a l t e r n a t i v e  t o  th e  p r o p o s e d  
l e g i s l a t i o n ,  a s u b s t i t u t e  t h a t  w o u l d  mandate  an  o f f e r  by eve r y  i n s u r e r  
w r i t i n g  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  i n  t h i s  S t a t e ,  u n i n s u r e d  and 
u n d e r i n s u r e d  m o t o r i s t s  c o v e r a g e ,  b o d i l y  i n j u r y  and p r o p e r t y  damage i n  an 
a m o u n t  a t  l e a s t  as g r e a t  as t h a t  p u r c h a s e d  v o l u n t a r i l y  f o r  b o d i l y  i n j u r y  
a n d  p r o p e r t y  damage l i a b i l i t y .  T h e  o f f e r  c u r r e n t l y  e x i s t s  o n l y  f o r  
b a s i c  l i m i t s ;  u n i n s u r e d  m o t o r i s t s  c o v e r a g e  and b o d i l y  i n j u r y  c o v e r a g e .
T h i s  wo u ld  a l l o w  th e  i n s u r e d  m o t o r i s t  to  p r o t e c t  h i m s e l f  from los'>es 
c a u s e d  by u n i n s u r e d  o r  u n d e r i n s u r e d  d r i v e r s .

R i c h a r d  A .  L y o n ,  C o m m i s s i o n e r

iL
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c a b l e : r o m e a  
T E L E X :  0 9 0 - 2 6 - 4 6 6

T h e  'Honorable W a l t e r  F u r n a c e  
C h a i r m a n ,  C o m m i t t e e  on L a b o r  anO C o m m e r c e  
A l a s k a  S t a t e  H o u s e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: S S H B  7

D e a r  R e p r e s e n t a t i v e  F u r n a c e :

T h i s  l e t t e r  is w r i t t e n  o n  b e h a l f  of t h e  A m e r i c a n
I n s u r a n c e  A s s o c i a t i o n .  T h a t  A s s o c i a t i o n  is a t r a d e  g r o u p  of 
a p p r o x i m a t e l y  1 5 0  c a s u a l t y  - p r o p e r t y  i n s u r a n c e  c o m p a n i e s ,  
s e v e r a l  o f  w h i c h  w r i t e  a s u b s t a n t i a l  a m o u n t  o f  a u t o m o b i J e
i n s u r a n c e  in th i s  state. W h i l e  they u n d e r s t a n d  and s h a r e  the
c o n c e r n s  w h i c h  led to the i n t r o d u c t o n  of S S H B  7, they k n o w  fr o m
e x p e r i e n c e  in o t h e r  s t a t e s  th a t  a t t e m p t i n g  to s o l v e  the p r o b l e m s  
c a u s e d  by u n i n s u r e d  m o t o r i s t s  by m e a n s  of a c o m p u l s o r y  i n s u r a n c e  
law w i l l  be e x p e n s i v e ,  l a r g e l y  i n e f f e c t i v e  and, in some ways, 
c o u n t e r p r o d u c t i v e .  T h u s ,  w h i l e  i n s u r a n c e  c o m p a n i e s  are n o r m a l l y  
h a p p y  to s e l l  t h e i r  p r o d u c t ,  the A s s o c i a t i o n  s t r o n g l y  o p p o s e s  
c o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  as a w a y  to p r o t e c t  the m o r e  
c o n s c i e n t i o u s  d r i v e r  and his p a s s e n g e r s .

T h e  f o l l o w i n g  s e c t i o n s  set o u t  s o m e  of the r e a s o n s  we  
t h i n k  th a t  this Dill w o u l d  c a u s e  m o r e  p r o b l e m s  than it solves.

E n f o r c e a b i l i t y

A l t h o u g h  r e l i a b l e  d a t a  as to the n u m b e r  of u n i n s u r e d  
m o t o r i s t s  in t h i s  S t a t e  is h a r d  to c o m e  by, it is b e l i e v e d  that 
the g r e a t  m a j o r i t y  of r e s p o n s i b l e  d r i v e r s ,  p e r s o n s  w h o  tend to 
h a v e  a s s e t s  to p r o t e c t ,  are p r e s e n t l y  c o v e r e d .  T h o s e  w h o  d o  not 
h a v e  i n s u r a n c e  te n d  to be e i t h e r  l e s s  r e s p o n s i b l e ,  m u c h  less 
a f f l u e n t ,  or  both.- T h o s e  w h o  h a v e  l i t t l e  p r o p e r t y  or i n c o m e  h a v e  
n o t h i n g  to lo s e  in a l a w s u i t ,  and h a v e  n o  i n c e n t i v e  to buy 
i n s u r a n c e .  As Dr. J o h n  W. H a l l ,  C h a i r m a n  of the I n s u r a n c e



T h e  H o n o r a b l e  W a l t e r  F u r n a c e  
A p r i l  15, 1983 
P a g e  T w o

D e p a r t m e n t  at G e o r g i a  S t a t e  U n i v e r s i t y  r e p o r t e d  to the S o u t h  
C a r o l i n a  J o i n t  L e g i s l a t i v e  A u t o  L i a b l i t y  I n s u r a n c e  S t u d y  
C o m m i t t e e  in 1979, " T h e y  see the l i a b i l i t y  i n s u r a n c e  p o l i c y  as 
t a k i n g  c a r e  o f  o t h e r  p e o p l e .  T h e  c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  
s y s t e m  f o r c e s  t h e s e  p e o p l e  to p a y  h i g h  p r e m i u m s  r e l a t i v e  to t h e i r  
o w n  i n c o m e  f o r  b e n e f i t s  f o r  o t h e r s  w h e n  t h e y  c a n n o t  a f f o r d  
a d e q u a t e  b e n e f i t s  to c o v e r  t h e i r  o w n  l o s s e s . "

A c c o r d i n g l y ,  t h e r e  is t y p i c a l l y  v e r y  s t r o n g  r e s i s t a n c e  
to c o m p u l s o r y  i n s u r a n c e  by t h o s e  w h o  h a v e  not o b t a i n e d  i n s u r a n c e  
v o l u n t a r i l y .  T h e  h i s t o r y  in t h r e e  s t a t e s  t h a t  h a v e  h a d  
c o m p u l s o r y  l a w s  the l o n g e s t ,  a n d  h a v e  m a d e  the s t r o n g e s t  e f f o r t s  
to e n f o r c e  t h em, d e m o n s t r a t e  the p o i n t :

- M a s s a c h u s e t t s  p a s s e d  a c o m p u l s o r y  l a w  in 1927, m o r e  
t h a n  30 y e a r s  e a r l i e r  t h a n  a n y  o t h e r  s t a t e .  In 1968, G o v e r n o r  
J o h n  V o l p e  t o l d  the M a s s a c h u s e t t s  L e g i s l a t u r e  th a t  "the p e o p l e  of 
the c o m m o n  w e a l t h  h a v e  l o s t  c o n f i d e n c e  in o u r  c o m p u l s o r y  a u t o­
m o b i l e  i n s u r a n c e  s y s t e m . "  U n i n s u r e d  m o t o r i s t s  in t h a t  s t a t e  are 
s t i l l  a s e r i o u s  p r o b l e m .

- N e w  Y o r k  p a s s e d  a l a w  in 1956; a s t u d y  by the 
U n i v e r s i t y  of M i c h i g a n  in 19 6 3  f o u n d  t w i c a  as m a n y  u n i n s u r e d  
m o t o r i s t s  as b e f o r e  the law. A  s t u d y  by bne N e w  Y o r k  D a i l y  N e w s  
r e p o r t e d  t h a t  the l a w  h a d  " f a i l e d  m i s e r a b l y  to a c h i e v e  its a i m s . "

- In N o r t h  C a r o l i n a ,  23 y e a r s  of w e l l  f i n a n c e d  and 
s o p h i s t i c a t e d  e n f o r c e m e n t  has s t i l l  l e f t  m a n y  v e h i c l e s  u n i n s u r e d .

P e r h a p s  the m o s t  t e l l i n g  f a c t  is t h a t  all c o m p u l s o r y  
s t a t e s  r e q u i r e  i n s u r e r s  to o f f e r  u n i n s u r e d  m o t o r i s t  c o v e r a g e ,  and 
m o s t  d r i v e r s  b u y  it. T h e y  t h e r e f o r e  c a r r y  a d o u b l e  b u r d e n  in 
a d d i t i o n  to t h e i r  own c o v e r a g e  - the c o s t  of the u n i n s u r e d  
m o t o r i s t  c o v e r a g e  and the c o s t  of t r y i n g  to e n f o r c e  the law.

T h e  l a w  h a s  p r o v e n  to be e a s y  to av o i d .  A m o t o r i s t  
t y p i c a l l y  b u y s  the i n s u r a n c e  and t h e n  c a n c e l s  a f t e r  the l i c e n s e  
and r e g i s t r a t i o n  a r e  i s s ued. T h e  n o t i c e  of c a n c e l l a t i o n  to the 
s t a t e  by the i n s u r e r  s i t s  in a l a r g e  p i l e  of s i m i l a r  n o t i c e s ;  
p o l i c e ,  w h o  m u s t  g i v e  h i g h e r  p r i o r i t y  to m o r e  s e r i o u s  c r i m e s ,  
c a n n o t  a f f o r d  to send o f f i c e r s  o u t  to c o n f i s c a t e  tags, but 
u s u a l l y  e n f o r c e  o n l y  in the e v e n t  of a r r e s t s  or o t h e r  o f f e n s e s .  
T h e  net c h a n g e  in the n u m b e r  of i n s u r e d  m o t o r i s t s  is \ s u a l l y  low.

T h e  C o s t  of E n f o r c e m e n t

A s  n o t e d ,  e n f o r c e m e n t  has p r o v e n  to be i n e f f e c t i v e  in 
o t h e r  s t a t e s .  N e v e r t h e l e s s ,  it is e x p e n s i v e .  W e  i n v i t e  the
C o m m i t e e e  to q u e s t i o n  P u b l i c  S a f e t y  o f f i c i a l s  c l o s e l y  on w ha t 
w i l l  be d o n e ,  a n d  not a s s u m e  th a t  a m i l l i o n  d o l l a r s  w i l l  m e a n



e f f e c t i v e  e n f o r c e m e n t .  F u l l  a n d  a c t i v e  e n f o r c e m e n t ,  w i t h  
c i t a t i o n s  f o r  i n s u r a n c e  l a p s e s  in the a b s e n c e  of o t h e r  o f f e n s e s ,  
a n d  w i t h  a c t i o n s  to find and t a k e  u n i n s u r e d  v e h i c l e s  o f f  the 
road,, w i l l  c o s t ,  w e  a r e  sure, a m u l t i p l e  cf  the f i s c a l  n o t e  n o w  
a c c o m p a n y i n g  the bill.

T h e  C o s t  of I n s u r a n c e

T h e  C o m m i t t e e  w i l l  be g i v e n  f i g u r e s  by t h e  D i v i s i o n  of 
I n s u r a n c e  i n d i c a t i n g  e s t i m a t e s  of 2 0 - 3 0 %  i n c r e a s e s  in p r e m i u m s  
f o r  m i n i m u m  c o v e r a g e  c h a n g e s  in th i s  b i l l ,  a n d  p e r h a p s  10% for 
the c o m p u l s o r y  a s p e c t  and its e f f e c t s .  A t t a c h e d  to this l e t t e r
is a c h a r t  s h o w i n g  r a t e  i n c r e a s e s  h i s t o r i c a l l y  n o t e d  in
c o m p u l s o r y  s t a t e s  as c o m p a r e d  w i t h  o t h e r w i s e  s i m i l a r  s t a t e s  for 
s i m i l a r  c o v e r a g e s .  T h e s e  f i g u r e s  tend to c o r r o b o r a t e  the D v i s i o n  
of I n s u r a n c e  e s t i m a t e s ,  a t h o u g h  t h e r e  is v a r i a t i o n  f r o m  s t a t e  to 
s t a t e .

T h e r e  a r e  s e v e r a l  f a c t o r s  w h i c h  w i l l  te n d  to i n c r e a s e  
p r e m i u m s .  T h e y  i n c l u d e

- T h e  f a c t  that p r e s e n t l y  u n i n s u r e d  m o t o r i s t s  i n c l u d e  a 
h i g h  p e r c e n t a g e  of h i g h - r i s k  m o t o r i s t s ,  w h i c h  w i l l  bo p u t  in the 
a s s i g n e d  ri s k  p o o l  and will d r i v e  c l a i m  f r e q u e n c y  up.

- T h e  f a c t s  that p l a i n t i f f s '  c o u n s e l  w i l l  be w o r k i n g  
w i t h  h i g h e r  l i m i t s ,  and j u r i e s  w i l l  p r e s u m e  that any a w a r d  will 
be a g a i n s t  an i n s u r e r  r a t h e r  than p e r s o n a l  a s s e t s  (a p r e s u m p t i o n ,  
as w e  ha v e  seen, that m a y  not be w a r r a n t e d v .

In the f i r s t  11 y e a r s ,  M a s s a c h u s e t t s  s a w  c o m p u l s o r y  
i n s u r a n c e  c l a i m  f r e q u e n c y  i n c r e a s e  33 p e r c e n t ,  at a time w h e n  
n a t i o n w i d e  f r e q u e n c y  w a s  d e c l i n i n g  21 p e r c e n t .  In 1968, G o v e r n o r  
V o l p e  said:

T h e  p e r s o n a l  in j u r y  c l a i m s  f r e q u e n c y  in the c o m m o n w e a l t h
is 1.8 t i m e s  that of the ne x t  h i g h e s t  s t a t e  (which a l s o
h a p p e n s  t o  be a c o m p u l s o r y  s t a t e ) ,  a n d  t w i c e  t h e  
n a t i o n a l  a v e r a g e .  T h i s  c l a i m s  f r e q u e n c y  m a y  be d i r e c t l y  
r e l a t e d  to o u r  h i g h  i n s u r a n c e  c o s t s  and a l s o  s u p p o r t s  
t h e  c o n c l u s i o n  t h a t  u n d e r  o u r  c o m p u l s o r y  s y s t e m ,  
M a s s a c h u s e t t s  s w t o r i s t s  h a v e  b e c o m e  m o r e  c l a i m s  
c o n s c i o u s  th a n  t h c w ?  in o t h e r  s t a t e s .

A l t e r n a t i v e s

E x p e r i e n c e  s h o w s  >;•' c o m p u l s o r y  s t a t e s  th a t  r e s p o n s i b l e  
d r i v e r s  c o n t i n u e  t o  p u r c h a s e  u n i n s u r e d  m o t o r i s t  c o v e r a g e .  
C o v e r a g e  c a n  a l s o  be p u r c h a s e d  for s o - c a l l e d  " u n d e r i n s u r e d "  
m o t o r i s t s .  A  law r e q u i r i n g  i n s u r e r s  to o f f e r  b o t h  u n i n s u r e d  and

JSJGSS.,. __ _

T h e  H o n o r a b l e  W a l t e r  F u r n a c e
A p r i l  15, 19 8 3
P a g e  T h r e e



u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e  is n o t  u n r e a s o n a b l e ,  and a l l o w s  an 
i n f o r m e d  c h o i c e  b y  e a c h  i n s u r e d  as  to w h a t  he o r  s h e  w i l l  p r o t e c t  
a g a i n s t .

In a d d i t i o n ,  it is s u s p e c t e d  t h a t  e n f o r c e m e n t  of the 
F i n a n c i a l  R e s p o n s i b i l t y  law c o u l d  be i m p r o v e d ,  b u t  no s t u d y  of 
its e n f o r c e m e n t  o r  p o s s i b l e  i m p r o v e m e n t s  is to  be o u r  k n o w l e d g e  
a v a i l a b l e .  S t u d y  of t h i s  p o s s i b i l i t y  s h o u l d  be a u t h o r i z e d .

C o n c l u s i o n

It is c e r t a i n l y  a p p r o p r i a t e  for the l e g i s l a t u r e  to 
i d e n t i f y  u n i n s u r e d  m o t o r i s t s  as a m a t t e r  of c o n c e r n ,  and to 
a t t e m p t  t o  l e s s e n  the i m p a c t  o f  i r r e s p o n s i b l e  d r i v e r s .  W e  
e n c o u r a g e  c a r t f u l  c o n s i d e r a t i o n  of a v a i l a b l e  a l t e r n a t i v e s  to 
c h o o s e  an e f f e c t i v e  m e a s u r e .  A  p r o m i s e  to r e s p o n s i b l e  d r i v e r s  
t h a t  e v e r y o n e  w i l l  be i n sured, p r o o a b l y  c a n n o t  be kept, and the 
a t t e m p t  w i l l  be e x p e n s i v e  to the s t a t e  and the m o t o r i s t  alike.

W e  are c o n t i n u i n g  to g a t h e r  i n f o r m a t i o n  p e r t i n e n t  to 
this p r o b l e m ,  a n d  w i l l  p r o v i d e  any s p e c i f i c  i n f o r m a t i o n  w e  can in 
r e s p o n s e  to y o u r  r e q u e s t .

I h a v e  not a t t e m p t e d  a s e c t i o n - b y - s e c t i o n  c o m m e n t  on the 
b i l l  in t h i s  l e t t e r ,  p e n d i n g  s o m e  i n d i c a t i o n  of the C o m m i t t e e ' s  
e a r l y  i n t e n t i o n s  w i t h  r e g a r d  to the bill. T h e r e  are some 
p r o b l e m s  w i t h  i n d i v i d u a l  s e c t i o n s  not a l l u d e d  to here.

T h a n k  y o u  for the c h a n c e  to c o m m e n t .

T h e  H o n o r a b l e  W a l t e r  F u r n a c e
A p r i l  15, 1983
P a g e  F o u r

S i n c e r e l y ,

M I T : s d  
A t t a c h m e n t
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R A T E  L E V E L S IN COMPARAJBLE S T A T E S  W I T H O U T  C O M P U L S O R Y  S Y S T E M S

O v e r a l l A v e r a g e  tuHiuai

C o m p u l s o r y C o m p a r a b l e P u r e  P r e m i u m P u r e  P r e m i u m

S t a t e s  (a) S t a t e s  (b) P e r c e n t  C h a n g e (c) P e r c e n t  C h a n g e

L O U I S I A N A  (7/1/78) 1 4 . 2 % 11 ..2%

A l a b a m a 0.1 0.9

M i s s i s s i p p i -1 . 2 1.4

T e n n e s s e e 1.6 -1.3

M A R Y L A N D  (7/1/73) . 4 3 . 3 % 7.9%

I n d i a n a 21. 3 5.0

V i r g i n i a 3 2 . 0 6.2

D.C. 23.9 4.4

O K L A H O M A  (12/11/76) v 1 1 . 6 % 3 .7 %

A r k a n s a s 10.9 3.5

I c w a 7.0 2.8

M i s s o u r i 3.7 1.0

O R E G O N  (1/1/76) 3 5 . 0 % S. 4%

M a i n e 19. 6 3.9

W e s t  V i r g i n i a 1 8 . 8 6.8

W i s c o n s i n 1 2 . 8 3.7

S O U T H  C A R O L I N A  (10/1/74) 2 7.0% 5.6%

A l a b a m a 22.5 5.5

A r k a n s a s 21.1 4.1

T e n n e s s e e 1 4 . 9 2.9

(a) - T h e  f i g u r e s in the p a r e n t h e s e s  by tl ° cotipulsorv s t a t e s  are the e f f e c t i v e

d a t e s  of t h e i r  c o m p u l s o r y  l a w s •

(b) - T h e  c o m p a r i s o n  s t a t e s  w e r e  c h o s e n  for their s i m i l a r i t y  to a c o m p u l s o r y  state

in d e m o g r a p h i c  c h a r a c t e r i s t i c s , g e o g r a p h i c  c h a r a c t e r i s t i c s and the n u m b e r of

i n s u r e d  v e h i c l e s .

(c) - T h e  l i a b i l i t y  p u r e  p r e m i u m  r a t i o  w a s  use d  as a b a s i s  for c o m p a r i s o n  b e c a u s e  

it r e p r e s e n t s  the a v e r a g e  a m o u n t  of l o s s  pe r  insu r ed  v e h i c l e.  A n  increase 

in pure p r e m i u m  s u g g e s t s  that the a v e r a g e  c l a i m  p e r  i n s u r e d  v e h i c l e  ha s  r i s­

en as a s r e s u l t  of the i n c l u s i o n  of t ho s e  m o t o r i s t s  w h o  did n o t  carry auto

l i a b i l i t y  i n s u r a n c e  p r i o r  tr the a d o p t i o n  of the c o m p u l s o r y  law.

S O U R C E  O F  D A T A : F a s t  T r a c k  M o n i t o r i n g  Syst e m,  c o m p r i s i n g  loss e x p e r i e n c e  of c o m­

p a n i e s  r e p o r t i n g  co the Nation:*.] A s s o c i a t i o n  of I n d e p e n d e n t  I n s u r e r s  and the 

I n s u r a n c e  S e r v i c e s  O f f i c e .  T i e  Fast T r a c k  M o n i t o r i n g  S y s t e m  l o s s  e x p e r i e n c e  b e g i n s  

w i t h  d a t a  for the y e a r  e n d i n g  f ou r t h  q u a r t e r  1976.

T I M E  P E R I O D : T h e  t i m e  p e r i o d  s e l e c t e d  for c o m p a r i s o n  p u r p o s e s  is that per i o d  a f t e r

w h i c h  e a c h  c o m p u l s o r y  l a w  h a s  b e c o m e  e f f e c t i v e  (and l i m i t e d  to w h e n  the Fast T r a c k  

M o n i t o r i n g  S y s t e m  loss e x p e r i e n c e  begi n s )  t h r o u g h  the y e a r  e n d i n g  se c o nd  q u a r t e r  

1981.
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March 9, 1983

R e pr e s e n t a t i v e  J o e  L. Hayes 

P ou ch  V

Juneau, A l a s k a  9 98 11  

Dear R e p r e s e n t a t i v e  Hayes :

I am w r i t i n g  this l e t t e r  in pain, o u t r a g e  and total d isgust. I h a ^ e  p a i n f u l l y  

becom e aware o f  the c o m p l e t e l y  i n a d e q u a t e  and a nt ig ua t e d  d r iv in g  laws of this 

state as a r e s u l t  of  m y ’non S e a n' s  d e a t h  at the h a nd s  of an i r r e sp on s i b l e , 

uninsured Vjriver w h o  was d r i n k i n g ,  speed ing , ran a red light and God o n l y  k n o w s  

what else. Th i s  d r i v e r  can af for d ale." >1 and d r ug s  ( t h e y  were found in his 

car) but lie c a n n o t  aff o r d  i nsurancel
\

The law c o n c e r n i n g  the r e q u i r e m e n t  to h a v e  auto insurance, b e t t e r  k n o w n  as "t h e  

State g iv es  you a free one " is at b e s t  a farce. H a v i n g  lived h e r e  44 y e ar s  and 

watchi ng the t ra f f i c  inc re as e  to the point b e y o n d  the c a p a c it y  of our road 

system, c o u p l e d  wit h the i r r e s p o n s i b l e  a t t i t u d e  of the o u t s i d e r s  co m i n g  in and 

the young p e o p l e  g r o w i n g  up, d i c t a t e s  that the law be. tightened.

It is i m p e r a t i v e  that m a n d a t o r y  au t o  in su ra n c e  be r equ ir e d  of those w i s h i n g  to 

d rive in ;;he S t a t e  of Alaska. W h e n  a uto l ic en s e s  are renewed or b o u gh t,  or 

with r e g i s t r a t i o n  and / o r  titles, p ro o f  of i n su ra nc e  at that time should b e  

shown. U p o n  c a n c e l l a t i o n  of i nsu r a nc e,  then l ic e n s e s  revoked. In short No 

Insurance - No L i c e n s e !

Sean was not a l l o w e d  to ow n a car or d r i v e  withou t in s u r a n ce  w h i c h  he b o u g h t  and

paid for h i m s e l f  and he took that r e s p o n s i b i l i t y  w i t h  h im into h i s  y oun g a d u l t­

hood and was s u b s e q u e n t l y  kil le d by a per son  who a p pa r e n t l y  did not c a r e or 

have any reg ard  a bout others.

The time is long  past d ue  for all A l a s k a n s  ne w or old to accept the r e s p o n s i b -

iltics a tta c h ed  to o w n i n g  and d r i v i n g  an a u t o m o b i l e  and the n e c e s s a r y  r eps to 

accomplish this r est s s q u a r e l y  on you r shou lde rs.

Sincerely,

THELMA  S I N N E T T  

2001 Salem Court 

Anchorage, A l a s k a  9 9 5 0 4
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T h e  m e m b e r s  of the L e g i s l a t u r e  .ire d e e p l y  s a d d e n e d  at the 

t r a g i c  a n d  u n t i m e l y  d e a t h  of a y o u n g  t h i r d  g e n e r a t i o n  A la sk an ,  

S e a n  S i n n c t t  of Anchorage,,

S c a n  w a s  a b r i g h t  a n d  e n t h u s i a s t i c  y o u n g  r.an, f i ll ed  w i t h  

v i t a l i t y .  B o r n  in A n c h o r a g e ,  lie w a s  a 1 95 0  g r a d u a t e  of East 

A n c h o r a g e  H i g h  Sc ho ol ,  He  w a s  g o a l i e  fo r the h o c k e y  t e a m in 1980 

w h e n  it w o n  the S t a t e  C h a m p i o n s h i p .  In m o r e  r ece nt  y e a r s  he  w a s  

an e m p l o y e d  m e m b e r  of t he  T e a m s t e r s  a n d  an a v i d  h o t - a i r  

b a l l o o n i s t .

It d i s t r e s s e s  u s  g r e a t l y  to l e a r n  of t h i s  fin e y o u n g  m an 's 

d e a t h  a nd  t h e  t r a g i c  c i r c u m s t a n c e s  s u r r o u n d i n g  it. A c c i d e n t s  

i n v o l v i n g  p e d e s t r i a n s  seen, so n e e d l e s s  a n d  p r e v e n t a b l e .  It 

s h o u l d  s a d d e n  e v e r y  A l a s k a n  to k n o w  of the l o s s  of this p r o m i s i n g  

y o u n g  citi c a n  and  r e n e w  in e a c h  of us  a d e d i c a t i o n  to do 

w h a t e v e r  we  c an  to m a k e  c e r t a i n  that o u r  h i g h w a y s  and s t r e e t s  are 

m a d e  s a f e  n o t  o n l y  for d r i v e r s ,  but  for p e d e s t r i a n s  as well.

W e  w i s h  te e x t e n d  cc Mr. a n d  Mrs. R o b e r t  S in n c t t ,  and to 

C h r i s t o p h e r  and T e r e s a  our d e e p e s t  an d m c s t  h e a r t f e l t  

c o n d o l e n c e s .  VTc- s h a r e  v c u r  loss. O ur  t h o u g h t s  are w i t h  y o u  at 

t h i s  m o s t  d i f f i c u l t  time.

   ____
SPEAKER OF THE MOUSE rp t s fO E N T  OF THE SENATE

line:

Rcq.H'McJ by: Senator Kr  .y,

V . . J  - w-'. i, . ✓...**— .
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MOTOR VEHICLE SAFETY RESPONSIBILITY ACT

HEADINGS TITLE 28. 
ffotor Vehicles.
CHAPTER 20.
Motor Vehicle Safety Responsibility Act.

DECLARATION O F  PURPOSE.

The legislature is concerned over the rising toll of motor vehicles 
accidents and the suffering and loss inflicted by them. The legislature 
determines that it is a matter of grave concern that motorists be 
financially responsible for their negligent acts so that innocent victims 
of motor vehicle accidents may be recompensed for the injury and 
financial loss inflicted upon them. The legislature finds and declares 
that the public interest can test be served by the r =quirements 1±iat the 
operator of a motor vehicle involved in an accident respond for damages 
and show proof of financial ability to respond for damages in future 
accidents as a prerequisite to his exercise of the privilege of operating 
a motor vehicle in the state.

HISTORY (Sec. 2 ch 163 SLA 1959)

Sec. 28.20.020.
ADMINISTRATION.

(a) The department shall administer and enforce this chapter and 
may adopt rules and regulations necessary for its administration.

(b) The department shall receive and consider any pertinent 
information upon request of persons aggrieved by ios orders or acts under 
this chapter.

(c) The department shall prescribe and provide suitable forms 
requisite or considered necessary to carry out this chapter.

HISTORY (Sec. 4 ch 163 SLA 1959)

Sec. 28.20.030.
COURT REVIEW.

Repealed by sec. 4 ch 140 SLA 1977.

Sec. 28.20.040.
DEPARTMENT T O  FURNISH OPERATING RECORD.

Repealed by sec. 20 ch 241 SLA 1976.

Sec. 28.20.050.
APPLICATION O F  CHAPTER.

(a) The provisions of this chapter requiring deposit of security 
and suspension for failure to deposit security apply to the driver and 
owner of a vehicle subject to registration under the laws of this state 
which is involved in any manner in an accident in this state resulting in 
bodily injury to or death of a person or damage to the property of any 

one person exceeding $500.



(b) Not less that 20 days after receipt of a report of such 
accident, the department shall determine the amount of security which it 
considers sufficient to satisfy any judgments for damages resulting from 
the accident which may be recovered against each driver or owner. The 
determination shall not be made with respect to a driver or owner who is 
exempt from the requirements as to security and suspension.

(c) The department shall determine the amount of security deposit 
required upon the basis of the reports or other information submitted.
If a person involved in an accident as described in this chapter fails to 
make a report or submit information indicating the extent of his injuries 
or the damage to his property within 30 days after the accident, and the 
department dees not have sufficient information on which to base an 
evaluation of injuries or damage, then the department after reasonable 
notice to the person, if it is possible to give notice, otherwise without 
notice, shall not require a deposit of security for the benefit or 
protection of the person.

(d) Within 30 days after receipt of report of an accident and upon 
d e t e r m i n i n g  the amount of security to be required of any person involved 
in tire accident or to be required of the cwner of any vehicle involved in 
the accident, the department shall give to every person written notice of 
the amount of security required to be depositee! by him and stating that 
an order of suspension will be made upon the expi i IC/l i of 10 days after 
the notice is sent unless within that time security is deposited as 
required. No license may be suspended unless the licensee i.s afforded a 
hearing by the department at which it is determined that there is a 
reasonable possibility of a judgment being rendered holding him liable.

(e) A  peace officer investigating an accident that results in 
bodily injury to or the death of a person or damage to the property of a 
person exceeding $500 shall inform persons involved in the accident in 
writing of the requirements of this chapter as they apply to suspension 
cf an operator's license or driving privileges.

HISTORY (Sec. 7 ch 163 SLA 1959; am sec. 1 ch 127 SLA 1972; am sec. 11 ch 
144 SLA 1977; am sec. 3 ch 78 SLA 1982)

Sec. 28.20.Go0.
EXCEPTIONS TO REQUIREMENT OF SECURITY.

The requirements as to security and suspension in this chapter do 
lot apply to

(1) the driver or owner if the owner had in effect at 
the time of the accident an automobile liability policy or bond with 
respect to the vehicle involved in the accident, except that a driver is 
not exempt if at the time of the accident the vehicle was operated 
without the owner's express or implied permission;

(2) the driver who is not the owner if there was in effect at 
...the time of the accident an automobile liability policy or !x>nd with
respect to his driving of vehicles not owned by him;

(3) a driver or owner whose liability for damages resulting 
frcm the accident is, in the judgment of the department, covered by 
another form of liability insurance policy or bond;

(4) a person qualifying as a self-insurer under sec. 400 of
this chapter or to a person operating a vehicle for a self-insurer;

(5) the driver or owner of a vehicle involved in an accident
in which no injury or damage was caused to the person or property of
anyone other than the driver or owner;
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(6) the driver or owner of a vehicle which at the time of the 
accident was parked, unless the vehicle was parked at a place where 
parking was at the time of the accident prohibited by a law or ordinance;

(7) the cwner of a vehicle if at the time of the accident the 
vehicle was operated without his express or implied permission or was 
parked by a person operating the vehicle without the permission;

(8) the owner of a vehicle or the driver of a vehicle 
operating it with permission if at the time of the accident the vehicle 
was owned or leased to the United States, this state or a political 
subdivision of this state or a municipality «of the state; or

(9) the driver or the owner of a vehicle if at the time of the 
accident: the vehicle was operated by or under the direction of a police 
officer who, in the performance of his duties, assumed custody of the 
vehicle.

Sec. 28.20.070. - 
REQUIREMENTS AS TO POLICY OR BOND.

(a) No policy or bond is effective under sec. 60 of this chapter 
unless it is issued by an insurance company or surety company authorized 
to do business in this state, except as provided in (b) of this section, 
and if the accident resulted in bodily injury or death, unless the policy 
or bond is subject to a limit, exclusive of interest and costs, of not 
less than $25,000 because of bodily injury to or death of one person in 
any one accident and, subject to the same limit for one person, to a 
limit of not less than S50,000 because of bodily injury to or death of 
two or more persons in any one accident, and if the accident has resulted 
in injury to, or destruction of, property to a limit of not less than 
$10,000 because of injury to or destruction of property of others in any 
one accident.

(b) No policy or bond is effective under sec. 60 of this chapter 
with respect to a vehicle not registered in this state or a vehicle which 
was registered in another jurisdiction at :he effective date of the 
policy or bond or the most recent renewal of it, unless the insurance or 
surety company issuing the policy or bond is authorized to do business in 
this state, or if the conpany is not authorized to do business in this 
state, unless it executes a power of attorney authorizing the director of 
the division of insurance to accept service on its behalf of notice or 
process in an action upon the policy or bond arising out of the accident..

(c) The department may rely upon the information in an accident 
report as to the existence of insurance or a bond unless the department 
has reason to believe that the information is erroneous.
HISTORY (Sec. 9 ch 163 SLA 1959; am sec. 1 ch 146 SIA 1966; am sec. 1
ch 202 SLA 1975; am sec. 12 ch 144 SLA 1977)

Sec. 28.20.080.
.. FORM AND AMOUNT OF SECURITY.

(a) The security required by this chapter shall be in the form and 
amount the department requires, but in no case in excess of the limits 
specified in sec. 70 of this chapter for the acceptable limits of a 
policy or bond,

(b) Every depositor of security shall designate in writing the 
person in whose name the deposit is made and may at any time change the 
designation, but a single deposit of security applies only on behalf of a 
person required to furnish security because of the same accident.
HISTORY (Sec. 10 ch 163 SLA 1959)
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Sec. 28.20.090.
SUSPENSION FOR FAILURE TO DEPOSIT SECURITY.

(a) If a person required to deposit security under this chapter 
fails to deposit security within 10 days after the department sends 
notice, the department shall suspend

(1) the license of each driver involved in the accident;
(2) the privilege of operating a vehicle subject to 

registration if the driver is a nonresident;
(3) the privilege of the cwner to operate or permit the 

operation within this state of a vehicle subject to registration ii the 
owner is a nonresident.

(b) Suspensions shall be made in respect to persons required by the 
department to deposit security who fail to deposit such security, * except 
as otherwise provided under succeeding sections of this chapter.
HISTORY (Sec. 11 ch 16.3 SLA 1959) CITATION

Sec. 28.20.100.
RELEASE FROM LIABILITY.

(a) A  person is relieved from the requirement for deposit of 
security for che benefit or protection of another person injured or 
damaged in the accident if he is released from liability by the other 
person.

(b) A  covenant not to sue relieves the parties to it as to each 
other from the security requirements of this chapter.

(c) If the department evaluates the injuries or damage to a minor 
in an amount not more than ?500, the department may accept, for the 
purposes of this chapter only, evidence of a release from liability 
executed by a natural or legal guardian on behalf of the minor without 
court approval.
HISTORY (Sec. 12 ch 163 SIA 1959; am sec. 13 ch 144 SLA 1977)

Sec. 28.20.110.
ADJUDICATION OF NONLIABILITY.

A  person is relieved from the requirement for deposit of security for a 
claim for injury or damage arising out of the accident if the person is 
finally adjudicated not to be liable for the claim. HISTORY (Sec. 13 ch 
163 SLA 1959)

HISTORY (Sec. 14 ch 163 SLA 1959; am sec. 4 ch 78 SLA 1982)

Sec. 28.20.120.
AGREEMENTS FOR PAYMENT OF DAMAGES

(a) Two or more persons involved in or affected by an accident as 
described in AS 28.20.050 may at any time enter into a written agreement 
for the payment of an agreed amount with respect to their claims because 
of bodily injury, death, or property damage arising from the accident.
Tine agreement may provide for payment in installments. The parties may 
file a signed copy of the agreement with the department.

(b) If proof of financial responsibility is provided and to 
the extent provided by the written agreement filed with it, the 
department shall not require the deposit of security and shall 
terminate a previous order of suspension, or if security was 
deposited, the department shall immediately return tine security 
to the depositor or his personal representative.
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(c) If there is a default in a payment under the agreement upon 
notice of default the department shall take action suspending the license 
of the person in default, as is appropriate in case of failure of the 
person to deposit security when required under this chapter, (d) The 
suspension remains in effect and the license may not be restored until

(1) security is deposited as required under this chapter in 
the amount the department determines; or

(2) when, following default and suspension, the person in 
default pays the balance of the agreed amount; or

(3) one year elapses following the effective date of the 
suspension and evidence satisfactory to the department is filed with it 
that during the period no action at law upon the agreement is pending.

Sec. 28.2C.130.
PAYMENT UPON JUDGMENT,

The payment of a judgment arising out of an accident, or the payment upon 
judgment of an amount equal to the maximum amount which could be required 
for deposit under tnis chapter, for the purposes of this chapter, 
releases the judgment debtor frcm the liability evidenced by the 
judgment. HISTORY (Sec. 15 ch 163 SLA 1959; am sec. 12 ch 2 SLA 1964)

Sec. 28.20.140.
TERMINATION OF SECURITY AGREEMENT

If satisfied as to the existence of a fact which under secs. 100 - 130 of 
this chapter entitles a person to be relieved from the security 
requirements, the department shall not require tine deposit of security 
and shall terminate a previous order of suspension in respect to the 
person, and shall inmediately return the deposit to the person or his 
personal representative. HISTORY (Sec. 16 ch 163 SIA 1959)

Sec. 28.20.150.
DURATION OF SUSPENSION.

(a) Unless a suspension is terminated under other provisions of 
this chapter, an order of suspension by the department remains in effect 
until terminated and no license may be renewed or issued to a person 
whose license is suspended until proof of financial responsibility for 
the future is provided and

(1) the person deposits or there is deposited on his behalf 
the security required under this chapter; or

(2) three years elapse following the date of suspension.
(b) Repealed by sec. 9 ch 78 SLA 1982.

HISTORY (Sec. 17 ch 163 SIA 1959; am secs. 5, 9 ch 78 SLA 1982)

Sec. 28.20.160.
APPLICATION TO NONRESIDENTS, UNLICENSED DRIVERS, UNREGISTERED VEHICLES 

AND ACCIDENTS IN OTHER STATES.
(a) If a driver or owner of a vehicle subject to registration under 

the laws of this state involved in an accident in this state does not 
have a license or registration in this state, then the driver may not be 
licensed, nor may the owner register a vehicle in this state until he
complies with the requirements of this chapter to the extent necessary
if, at the time of the accident, he had held a license or been the owner 
of a vehicle registered in this state.
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(b) VThen a nonresident's operating privilege is suspended
under sec. 90 of this chapter the department shall send a certified copy 
of the record of the action to the official in charge of the issuance of 
licenses and registration certificates in the state in which the 
nonresident resides, if the law of the other state provides for action 
similar to that provided for in (c) of this section.

(c) Upon receiving certification that the operating privilege of a 
resident of this state has been suspended or revoked in another state 
under a law providing for its suspension or revocation for failure to 
deposit security for the payment of judgments arising out of an accident 
under circumstances which v.ould require the department to suspend a 
nonresident's operating privilege if the accident had occurred in this 
state, the department shall suspend the license of the resident. The 
suspension continues until the resident furnishes evidence of his 
canplioiice with the law of the other state relating to the deposit of 
security.
HISTORY (Sec. It' ch 163 SLA 1959)

Sec. 28.20.170.
AUTHORITY O F  DEPARTMENT TO DECREASE AMOUNT OF SECURITY.

Ohe department may reduce the amount of security ordered within six 
months after the date of the accident if in its judgment the amount is 
excessive. If the security originally ordered is on deposit, the excess 
deposit over the reduced amount ordered shall be returned immediately to 
the deoo.sitor or his personal representative. HISTORY (Sec. 19 ch 163 
SLA 1959)

Sec. r 8.20.180.
CORRECTION OF ACTION OF DEPARTMENT. If the department takes action or 
fails to take action under this chapter due to erroneous information or 
no information, upon receiving correct information within one year after 
the date of an accident the department shall take appropriate action in 
carry out the purposes and effect of this chapter. However, this section 
does not require the department to re-evaluate the amount of a deposit 
required. HISTORY (Sec. 20 ch 163 SLA 1959)

Sec. 28.20.190.
CUSTODY OF SECURITY. The department shall place security deposited with 
it in the custody of the Department of Revenue. HISTORY (Sec. 21 ch 163 
SIA 1959)

Sec. 28.20.200.
DISPOSITION OF SECURITY.

(a) The security deposited is available only for
(1) the payment of a settlement agreement covering a claim 

arising out of the accident upon instruction of the person who made the 
deposit, or

(2) the payment of a judgment given against the person 
required to make the deposit for damages arising out of the accident in 
an action at law begun not later than one year after the deposit of 
security, or within one year after the date of deposit of security 
following failure to make payments under an agreement to pay„

(b) Every distribution of funds from a security deposit is 
subject to the limits of the department's evaluation on behalf of a 
claimant. HISTORY (Sec* 22 ch 163 SLA 1959)
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Sec. 28.20.210.
RETUIN OF DEPOSIT.

(a) Upon the expiration of two years from the date of deposit of 
security, the security remaining on deposit shall be returned to the 
person who made the deposit or his personal representative if an 
affidavit or other evidence satisfactory to the department is filed with 
it shewing that

(1) no action for damages arising out of the accident for 
which deposit was made is pending against the person on whose behalf the 
deposit was made, and

(2) there does not exist any unpaid judgment against the 
person in an action.

(b) This section does not limit the return of a deposit of security 
under any other provision of this chapter authorizing return. HISTORY 
(Sec. 23 ch 163 SLA 1959; am sec. 6 ch 78 SIA 1982)

Sec. 28.20.220.
MATTERS NOT TO BE EVIDENCE IN CIVIL SUITS. The report required after an 

accident, the action taken by the department under this chapter, the 
findings, if any, of the department upon which its action is based, and 
the security filed shall not be referred to, and shall not be evidence of 
the negligence or due care of either party, at the trial of an action to 
recover damages. HISTORY (Sec. 24 ch 163 SIA 1959)

Sec. 28.20.230
PROOF OF FINANCIAL RESPONSIBILITY FOR THE FUTURE.

(a) The provisions of this chapter requiring the deposit of proof 
of financial responsibility for the future apply to persons who are 
convicted of or forfeit bail for certain offenses under motor vehicle 
laws or who, by ownership or operation of a vehicle of a type subject to 
registration under ch. 10 of this title, are involved in an accident in 
this state which results in bodily injury or death of a person or damage 
to the property of any one person exceeding $500.

(b) The term "proof of financial responsibility for the future" as 
used in this chapter means proof of ability to respond in damages for 
liability, on account of an accident occurring after the effective date 
of proof, which arises out of the ownership, maintenance or use of a 
vehicle subject to registration under the laws of this state, in the 
amount of $25,000 because of bodily injury to or death of one person in 
any one accident, and, subject to the same limit for one person, in the 
amount of $50,000 because of bodily injury to or death of two or more 
persons in any one accident, and in the amount of $10,000 because of
injury to or destruction of property of others in any one accident. As
used in this chapter the terms "proof of financial responsibility" or 
"proof" mean proof of financial responsibility for the future.

HISTORY (Sec. 25 ch 163 SLA 1959; am sec. 59 ch 69 SLA 1970; am sec. 2 ch
202 SIA 1975; am sec. 14 ch 144 SLA 1977)
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Sec. 28.20.240.
PROOF REQUIRED W E N  USE OF LICENSE IS RESTRICTED.

Vhenever under a law of this state the license of a person is 
suspended, revoked, limited under AS 28.15.201, or canceled for 
any reason, the department may not issue to that person a new or 
renewal of license in his name until permitted to do so under the 
motor vehicle laws of this state. A  period of suspension, 
revocation, limitation, or cancellation under this ; ection 
continues until proof of financial responsibility f o : the future 
is provided.

HISTORY (Sec. 26 ch 163 SLA 1959; am sec. 7 ch 78 SLA 1982)

Sec. 28.20.250, -
ACTION IN RESPECT TO UNLICENSED PERSON.

(a) If a person dot’s not have a license, but by final order or 
judgment i.s convicted of, or forfeits bail or collateral deposited to 
secure an appearance for trial for an offense requiring the suspension or 
revocation of license, or for driving a motor vehicle upon the highways 
without being licensed to do so, or for driving an unregistered vehicle 
upon the highways, no license shall be issued to the person unless he 
gives and thereafter maintains proof of financial responsibility for the 
future.

(b) Whenever the department suspends or revokes a nonresident's 
operating privilege for conviction or forfeiture of bail, the privilege 
remains suspended or revoked unless the person has previously gi en or 
immediately gives proof of financial responsibility for the future.

HISTORY (Sec. 27 ch 163 SLA 1959)

Sec. 28.20.260.
WHEN PROOF REQUIRED AFTER ACCIDENTS.

(a) Upon receipt by the department of the report of an accident 
resultii:g in bodily injury or death, or property damage to any one person 
exceeding 0500, the department shall suspend the license of the driver of 
a motor vehicle involved in the accident unless the driver or owner

(1) has previously furnished or immediately furnishes security 
required by this chapter, or is excepted frcm furnishing security under 
sec. 60 of this chapter, and

(2) maintains proof of financial responsibility for three 
years following the accident.

(b) This section does not apply to an owner or operator with 
respect to an accident in which a judgment in his favor is given on a 
.cause of action arising out of the accident which establishes hi.s freedom
frcm fault.

HISTORY (Sec. 28 ch 163 SLA 1959; am see. 15 ch 144 SLA 1977)
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Sec. 28.20.270.
SUSPENSION FOR NONPAYMENT OF JUDGMENTS. Upon receipt of a certified copy 

of a judgment and a certificate of facts relative to the judgment, the 
department shall imrediately suspend the license or nonresident's 
operating privilege of a person against whan the judgment is given except 
as otherwise provided in this chapter. HISTORY (Sec. 29 ch 163 SLA 
1959)

Sec. 28.20.280,
WJ’UN COURTS TO REPORT NONPAYMENT OF JUDGMENTS. If a person fails within 
30 jays to satisfy a judgment arising out of a notor vehicle accident, 
the clerk of the court, or the judge if there is no clerk, in which the 
judgment is given, shall forward to the department a certified copy of 
the judgment and a certificate of facts relative to tine judgment. HISTORY 
(Sec. 30 ch 163 SLA 1959)

Sec. 28.20.290.
FURTHER ACTION WITH RESPECT TO NONRESIDENTS, If the defendant named in a 

certified copy of a judgment reported to the department is a nonresident, 
the department shall send a certified copy of the judgment to the 
official in charge of the issuance of licenses /md registrations of the 
state of which the defendant is a resident. HISTORY (Sec. 31 ch 163 SLA 
1959)
Sec. 28.20.300.
EXCEPTION FOR GOVERNMENT VEHICLES. Sections 260 and 270 of this chapter 

do not apply to an accident caused by the ownership or operation, with 
permission, of a vehicle owned or leased to the United States, this 
state, or a political subdivision or municipality of this state. HISTORY 
(Sec. 32 ch 163 FLA 1959)

Sec. 28.20.310,
EXCEPTION WHEN CONSENT GRANTED BY JUDGMENT CREDITOR. If the judgment 

creditor consents in writing in a form prescribed by the department to 
the issuance of a license or nonresident's operating privilege to the 
judgment debtor, the department may allow it for s j l x  months fran the date 
of such consent and thereafter until the consent Is revoked in v.riting, 
if the judgment debtor furnishes proof of financial responsibility 
notv/i.thstanding default in the payment of judgment, or of an installment 
of the judgment prescribed in sec, 270 of this chapter. HISTORY (Sec. 
33 ch 163 SLA 1959) -

Sec. 28.20.320.
EXCEPTIONS WHEN INSURER LIABLE. No license or nonresident's operating 

privilege shall be suspended under this chapter if tine department finds 
that an insurer is obligated to pay the judgment upon which suspension is 
based at least to tine extent and for the amounts required in this 
chapter, bet has not paid the judgment for any reason. A  finding by the 
department that an insurer is obligated to pay a judgment is not binding 
upon the insurer and has no legal effect except for the purpose of 
administering this section. If in a judicial proceeding it is determinal 
by a rvnal judgment, decree or order that an insurer is not obligated to 
pay a judgment, the department, notwithstanding a.iy contrary finding made 
by it, shall imnnediately suspend the license or nonresident1 s operating 
privilege of a person against whan the judgment is given, as provided in 
sec. 270 of this chapter. HISTORY (Sec. 34 ch 163 S I A  i959)

-9-



- 1 0 -
Sec. 28.20.325.
EXCEPTION FOR BUSINESS RELATIONSHIP. If the driver at '-he time of an 

accident was driving, in the course and scope of his employment, a 
vehicle owned, operated or leased by his employer, the security deposit, 
proof of future responsibility and suspension provisions of this chapter 
apply to the employer and to the vehicles owned by him or registered 
under his name and do not apply to the driver. HISTORY (Sec. 1 ch 25 
SIA 1966)

Sec. 28.20.330.
SUSPENSION TO CONTINUE UNTIL JUDGMENTS PAID AND PROOF GIVEN.

(a) If a person has an unsatisfied judgment against him requiring 
suspension under sec. 270 of this chapter, his license or nonresident's 
operating privilege shall remain suspended and shall not be renewed, nor 
shall a license or registration be issued in the name of the person, 
including a person not previously licensed, until the judgment is stayed 
or satisfied and until the person gives proof of financial responsibility 
subject to the exceptions hi secs. 310 - 320, and 370 of this chapter.

(b) The proof required by (a) of this section shall be maintained 
during the period the person has a license or nonresident's operating 
privilege.

HISTORY (Sec. 35 ch 163 SIA 1959)

Sec.28.20.340
LICENSE CANCELLED, SUSPENDED O R  REVOKED.

Upon receiving a record of the conviction oi. a person for driving a 
vehicle while his license was s u s p e n d e d t h e  department shall imnediately 
suspend the registration of every vehicle registered in his name until he 
gives proof of financial responsibility for the future for each vehicle 
registered in his name. HISTORY (Sec. 36 ch 163 SIA 1959)

Sec. 28.20.360.
PAYMENTS SUFFICIENT TO SATISFY REQUIREMENTS.

(a) For the purpose of this chapter, a judgment is satisfied when
(1) $25,000 is credited upon a judgment given in excess of

that amount because of bodily injury to or death of one person as the
result of any one accident; or

(2) subject to the limit of $25,000 because of bodily injury 
to or death of one person, the sum _»f $50,000 is credited upon a judgment 
given in excess of triat amount because of bodily injury to or death of 
two or more persons as the result of any one accident; or

(3) $10,000 is credited upon a judgment given in excess of
that amount because of injury to or destruction of property of others as
a result of any one accident.

(b) However, payments made in settlement of a claim because of 
bodily injury, death or property damage arising from the accident shall 
be credited in reduction of the amounts provided for in this section. 
HISTORY (Sec. 38 ch 163 SIA 1959; am secs. 60, 61 ch 69 SIA 1970; am 
sec. 3 ch 202 SLA 1975)
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Sec. 28.20.370.
INSTALLMEUT PAYMENT OF JUDGMENTS; DEFAULT.

(a) A  judgment debtor upon due notice to the judgment creditor may 
apply to the court in which such judgment was rendered, for the privilege 
of paying the judgment in installments and the court, without prejudice 
at any other legal renedy, may order and fix the amount and time- of 
payment of the installments.

(b) The department shall not suspend a license or nonresident's 
operating privilege, and shall restore a license or nonresident's 
operating privilege suspended following nonpayment of a judgment, when 
the judgment debtor gives proof of financial responsibility and obtains 
an order permitting the payment of the judgment in installments, (c) If 
the judgment debtor fails to pay an installment specified by the court 
order, upon noti.ee of default, the department shall immediately suspend
the license or nonresident’s operating privilege of the judgment debtor
until the judgment is satisfied as provided in this chapter.
HISTORY (Sec. 39 ch 163 SLA 1959) -

Sec. 28.20.380.
REGISTRATION At® OPERATOR'S RIGHTS 111-11111) BY EXTENT OF PROOF.

(a) When a certificate is filed shewing that a policy is issued 
covering a motor vehicle owned by the insured, but not insuring the 
person when operating a motor vehicle not owned by him, the restriction 
may be removed upon the filing of a certificate shewing an operator's 
policy issued to the person.
(b) If the department receives evidence of the violation of the 
restriction on the license, it may suspend the license until a 
certificate is filed showing an operator's policy issued to the holder of 
the license. HISTORY (Sec. 40 ch 163 SIA 1959)

Sec. 28.20.390.
ALTERNATE METHODS OF GIVING PROOF.

Proof of financial responsibility for a person who is not the 
owner of a vehicle may be given by filing

(1) a certificate of insurance as provided in secs. 410 or 42G 
of this chapter;

(2) a bond as provided in sec. 470 of this chapter;
(3) a certificate of deposit of money or securities as 

provided in sec. 490 of this chapter; or
(4) a certificate of self-insurance as provided in sec. 400 of

this chapter, supplemented by an agreement by the self-insurer that, for 
accidents occurring while the certificate is in force, he will pay the 
same amount- that an insurer would be obligated to pay under an owner's
motor vehicle liability policy if it had issued a policy to the
self-1'usurer.
HISTORY (Sec. 41 ch 16i SIA 1959)
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Sec. 28.20.400.
SELF-INSURERS.

(a) A  person in whose name more than 25 vehicles are registered in 
this state may qualify as a self-insurer by obtaining a certificate of 
self-insurance issued by the department as provided in (b) of this 
section.

(b) The department may issue a certificate of self-insurance when 
it is satisfied that the person has and will continue to have ability to 
pay judgments obtained against him. Tine certificate may be issued 
authorizing a person to act as a self-insurer for either property damage 
or bodily injury, or both, or within the limits the department 
prescribes.

(c) Upon not less than 10 days' notice and a hearing pursuant to 
the notice, the department may upon reasonable grounds cancel a 
certificate of self-insurance. Failure to pay a judgment within 30 days 
after judgment becomes final is a reasonable ground for the cancellation 
of a certificate of self-insurance. HISTORY (Sec. 42 ch 163 SLA 1959)

Sec. 28.20.410.
CERTIFICATE OF INSURANCE AS PROOF.

Proof of financial responsibility for the future may be furnished by 
filing with the department the written certificate of an insurance 
carrier authorized to do business in this state certifying that there is 
in effect a motor vehicle liability poJxcy for the benefit of the person 
required to furnish proof of financial responsibility. The certificate 
shall give the effective date of the motor vehicle liability policy, 
which shal3 be the same as the effective date of the certificate, and 
shall designate by description or appropriate reference alx vehicles 
covered by it, unless the policy is issued to a person who is not the 
owner of a motor vehicle.
HISTORY (Sec. 43 ch 163 SLA 1953)

Sec. 28.20.420.
CERTIFICATE FURNISJIED HY NONRESIDENT AS PROOF.

(a) A  nonresident may give proof of financial responsibility by 
filing with the department a written certificate of an insurance carrier 
authorized to transact business in the state in which the vehicle 
described in the certificate is registered, or if the nonresident does 
no*- jwn a vehicle, then in the state in which the nonresident resides, if 
the certificate otherwise conforms with this chapter; the department 
shall accept it upon condition that the insurance carrier complies with
(b) and (c) of this section.

(b) Tire insurance carrier shall execute a power of attorney 
authorizing the department of accept service on its behalf of notice or 
process in an action arising out of a motor vehicle accident in this 
state.

(c) The insurance carrier shall agree in writing that the policy 
shall conform with the laws of this state relating to the terms of motor 
vehicle liability policies issued in this state.
HISTORY (Sec. 44 ch 163 SIA 1959; am sec. 44 ch 32 SLA 1971) -
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Sec. 28.20.430.
DEFAULT 3Y NONRESIDENT INSURER.

If an insurance carrier not authorized to transact business in this 
state, but qualified to furnish proof of financial responsibility in this 
state, defaults in an undertaking or agreement, the department shall not 
accept as proof a certificate of the carrier whether previously filed or 
thereafter tendered as proof, so long as the default continues.
HISTORY (Sec. 45 ch 163 SIA 1959)

Sec. 28.20.440.
MOTOR VEHICLE LIABILITY POLICY.

(a) In this AS 28.20.010 - 28.20.640, "motor vehicle liability 
policy" means an "owner policy" or an "operator's policy" containing an 
agreement or endorsement as provided in this section, or certified as 
provided in AS 28.20.410 or 28.20.420 as proof of financial 
responsibility for the future, and issued, except as otherwise provided 
in AS 28.20.420, by an insurance carrier authorized to transact bus ness 
in this state, to or for the benefit of the person named as insured.
(b) The owner's policy of liability insurance shall

(1) designate by description or appropriate reference all 
vehicles which it covers;

(2) insure the person named and every other person using the 
vehicle with the express or inplied permission of the named insured, 
against loss from the liability inposed by law for damages arising out of 
the ownership, maintenance or use of tine vehicle within the Uni :ed States 
of America or the Dominion of Canada, subject to limits exclusive of 
interests and costs, with respect to each vehicle, as follows: $25,000 
because of bodily injury to or death of one person in any one accident, 
and, subject to the same limit for one person, $50,000 because of bodily 
injury to or death of two or more persons in any one accident, and 
$10,000 because of injury to or destruction of property of others in any 
one accident;

(3) contain coverage in the amounts set out in (2) of this 
subsection for the protection of the persons insured under the policy who 
are legally entitled to recover damages from cwners or operators of 
uninsured motor vehicles because of bodily injury or death arising out of 
the ownership, maintenance or use of the uninsured motor vehicle, except 
that this coverage may be waivrd in writing by the insured on or before 
the effective date of the policy.

(c) The operator's policy of liability insurance shall insure the 
person named as insured against loss frcm the liability imposed upon him 
by law for damages arising out of the use by him of any motor vehicle not 
owned by him, within the same territorial limits and subject to the same 
limits of liability as are required for an owner's policy of liability 
insurance. -

(d) The motor vehicle liability policy shall state the name and 
address of the. named insured, the coverage, the premium charges, the 
policy period and the limits of liability, and .shall contain an agreement 
or an endorsement that isurance is provided in accordance with the 
coverage defined in AS ' J.20.010 - 28.20.640 for bodily injury and death 
or property damage, or both, and is subject to all the provisions of AS
28.20.010 - 28.20.640.

-13-
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(e) The motor vehicle liability policy need not insure liability 
under a workers' compensation law nor liability for damage to property 
cwned by, rented to, in charge of or transported by the insured, (f)
Every motor vehicle liability policy is subject to the following 
provisions but these provisions need not be contained in the policy.

(1) The liability of the insurance carrier becomes absolute 
whenever injury or damac?. covered by the policy occurs; the policy may 
not be cancelled or annulled as to this liability after the occurrence of 
the injury or damage; no statement made by the insured or on his behalf 
and no violation of the policy defeats or voids the policy.

(2) The satisfaction by the insured of a judgment for injury 
or damages is not a condition precedent to the right or duty of the 
insurance carrier to make payment on account of injury or damage.

(3) The insurance carrier may settle a claim covered by the 
policy, and if settlement is made in good faith, the amount of settlement 
is deductible from the limits of liability specified in (b) of this 
section.

(4) The policy, the written application for the policy, if 
any, and every rider or endorsement which does not conflict with the 
provisions of AS 28.20.010 - 28.20.640 constitute the entire contract 
between the parties.

(g) A  policy which grants the coverage required for a motor vehicle 
liability policy may also grant lawful coverage in excess of or in 
addition to the coverage specified for a policy and the excess or 
additional coverage is not subject to the provisions of AS 28.20.010 - 
28.20.640. With respect to a policy which grants excess or additional 
coverage the term "motor vehicle liability policy" applies only to that 
part of the coverage which is required by this section.

(h) A  motor vehicle liability policy may provide that the insured
shall reimburse the insurance carrier for any payment the insurance 
carrier would not have been obligated to make rnder the terms of the 
policy except for the provisions of AS 28.20.010 - 28.20.640,

(i) A  motor vehicle liability policy may provide for proration of 
the insurance with other valid and collectible insurance.

(j) The requirements for a motor vehicle liability policy may be
fulfilled by the policies of one or more insurance carriers which 
together meet the requirements.

(k) A  binder issued pending the issuance of a motor vehicle 
liability policy fulfills the requirements for a policy.

HISTORY (Sec. 46 ch 163 SIA 1959; am sec. 2 ch 146 SI.A 1966; am sec. 4 ch 
202 SLA 1975; am sec. 60 ch 94 SIA 1980)

Sec. 28.20.450.
NOTICE OF CANCELLATION OR TERMINATION OF CERTIFIED POIXCY. When an 

- ’insurance carrier certifies a motor vehicle liability jxDlicy under sec.
410 or sec. 420 of this chapter the insurance certified may not be 
cancelled or terminated until at least 10 days after a notice o: 
cancellation or termination of the insurance is filed with the 
department, except that a policy subsequently procured and certified 
shall, on the effective date of its certification, terminate for the 
purpose of this chapter the insurance previously certified for a vehicle 
designated in both certificates. HISTORY (Sec. 4 7 ch 163 SLA 1959)
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Sec. 28.20.460.
CHAPTER NOT TO AFFECT OTHER POLICIES.

(a) This chapter does not apply to or affect a policy of automobile
insurance against liability which may now or hereafter be required by any
other law of this state, except that the policy, if it contains an 
agreement or is endorsed to conform with the requirements of this 
chapter, may be certified as proof of financial responsibility under this 
chapter.

(b) This chapter does not apply to or affect a policy insuring 
solely the insured named in the policy against liability resulting frcm 
the maintenance or use by persons in the insured's employ or on his 
behalf of vehicles not owned by the insured.
HISTORY (Sec. 48 ch 63 SLA 1959)

Sec. 28.20.470.
BOND AS PROOF. -

Proof of fiuancial responsibility may be evidenced by the bond of a 
surety company authorized to transact business in this state. The bond 
shall be conditioned for payment of the amounts specified in sec. 230 of 
this chapter. The bond shall be filed with the department and shall not 
be cancellable except after 10 days' written notice to the department. 
HISTORY (Sec. 49 ch 163 SLA 1959)

Sec. 28.20.480.
ACTION ON BOND. If a judgment given against the principal on a bond is 

not satisfied within 30 days after it becomes final, the judgment 
creditor may, for his own use and benefit and at his sole expense, bring 
an action in the name of the state against the company executing the 
bond. HISTORY (Sec. 50 ch 163 SLA 1959) ‘ .

Sec. 28.20.490.
MONEY OR SECURITIES AS PROOF.

Proof of financial responsibility may be evidenced by the deposit of 
$25,000 in cash, or securities which are legal investments for 
saving banks or trust funds having a market value of $25,000. The 
department shall not accept a deposit unless accompanied by evidence that 
there are no unsatisfied judgments of any character against the depositor 
in the recording district where the depositor resides. HISTORY (Sec. 51 
ch 163 SLA 1959; am sec. 15 ch 214 SLA 1975)

Sec. 28.20.500.
CWNER FAY GIVE PROOF FOR OTHERS.

(a) The owner of a motor vehicle may give proof of financial 
responsibility on behalf of his eirployee or a member of his immediate 
family or household. The furnishing of proof in this manner permits the 
person for whom it is given to operate a motor vehicle covered by the 
proof. The department shall endorse appropriate restrictions on the face 
of the license held by a person for \\hcsn proof is given by another, or 
may issue a new license containing these restrictions.

(b) The department, upon receiving satisfactory evidence of the 
violation of a restriction, may suspend the license until a certificate 
is filed shewing a policy issued to the driver which covers the driver as 
operator or owner of the vehicle operated in violation of the 
restriction. -
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Sec. 28.20.510.
s u b s t i t u t i o n  o f  p r o o f .

The department shall consent to the cancellation of a bond or certificate 
of insurance, or the department shall return money or securities to the 
person entitled to it, upon the substitution and acceptance of other 
adequate proof of financial responsibility under this chapter.
HISTORY (Sec. 54 ch 163 SLA 1959; am sec. 16 ch 214 SLA 1975)

Sec. 28.20.520.
OTHER PROOF MAY BE REQUIRED.

Whenever proof of financial r oonsibility filed under this chapter no 
longer fulfills the purpose l: which it is required, the department
shall required other proof as required by this chapter and shall suspend 
the license pending the filing of other proof.
HISTORY (Sec. 55 ch 163 SLA 1959)

Sec. 28.20.530.
APPLICATION OF DEPOSIT. The department shall hold the deposit to 
satisfy, in accordance with this chapter, any execution on a judgment 
issued against the person making the deposit for damages, including 
damages for care and loss of services because of bodily injury to or 
death of any person, or for damages because of injury to or destruction 
of property, including the loss of use of it, resulting frcm the 
ownership, maintenance, use or operation of a vehicle subject to 
registration under the laws of this state after the deposit is made.
Money or securities deposited are not subject to attachment or execution 
unless the attachment or execution arises out of a suit for damages 
specified in this section. HISTORY (Sec. 52 ch 163 SLA 1959; am sec. 17 
ch 214 SLA 1975)

-16-

Sec. 28.20.540.
DURATION, CANCELLATION AND RETURN OF PROOF.

(a) The department shall, upon request, consent to the in mediate 
cancellation of a bond or certificate of insurance, or shall return to 
the person entitled to it money or securities deposited as proof of 
financial responsibility, or shall waive the requirement of filing proof, 
in any of the following events:

(1) at any time after three years from the date proof is 
required when, during the three year period preceding tKe'YCXjuesL, the 
department has not received record of a conviction or a forfeiture of 
bail which would require or permit the suspension or revocation of the 
license or registration of the person by or for whem the proof was 
furnished; or

(2) upon the death of the person on whose behalf the proof was 
filed or the permanent incapacity of the person to operate a motor 
vehicle; or

(3) if the person who has given proof surrenders his license 
to the department.

i
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(b) The department shall not consent to the cancellation of a bond 

or the return of money or securities if an action for damages upon a 

liability covered by the proof is pending or a judgment upon the 
liability is unsatisfied, or if the person w h o  filed the bond or 

deposited money or securities has within one year inrnediately preceding 

the request been involved as a driver or owner in a motor vehicle 
accident resulting in injury or damage to the person or property of 

others. A n  affidavit, of the applicant as to the nonexistence of these 
facts, or that he is released from all of this liability, or has been 

finally adjudicated not to be liable for the injury or damage is 
sufficient evidence in the absence of evidence to the contrary in the 

records of the department.
(c) Whenever a person, whose proof has been cancelled or returned 

under (a)*3) of this section applies for a license within a period of 
three years from the date proof was originally required, the application 
shall be refused unless the applicant reestablishes the proof for the 
remainder of the three-year period.
HISTORY (Sec. 56 ch 163 SLA 1959; am sec. 18 ch 214 SLA 1975)

Sec. 28.20.550.
TRANSFER O F  REGISTRATION TO DEFFAT PURPOSE OF CHAPTER PROHIBITED.

(a) If an owner's registration is suspended under this chapter, the 
registration shall not be transferred nor the vehicle registered in any 

other name until the department is satisfied that the transfer of 
registration is proposed in good faith and not for the purpose or with 
the effect of defeating the purposes of this chapter.

(b) This section uoas not affect the rights of a conditional 
vendor, chattel mortgagee or lessor of the vehicle registered in the name 
of another as owner w h o  becomes subject to this chapter.

(c) The department shall suspend the registration of a vehicle 
transferred in violation of this section. HISTORY (Sec. 57 ch 163 SIA 
1959)

Sec. 28.20.560.
SURRENDER OF LICENSE AND REGISTRATION, A N D  FAI.SE AFFIDAVITS.

(a) A  person whose license or registration is suspended under any 
provision of this chapter, or whose policy of insurance or bond, when 
required under this chapter, is cancelled or terminated, shall 

immediately return his license or registration to the department. If a 
person fails to return the license or registration to the department, the 

department shall inrnediately direct a peace officer to obtain possession 
of it and bo return it to the department.

(b) A  person w h o  wilfully fails to return, a license or registration
as required in (a) of this section or who kncwingly gives an affidavit
required by this chapter which is false is punishable by a fine of not 
.more than $500, or by imprisonment for not more than 30 days, or by both.
HISTORY (Sec. 58 ch 163 SLA 1959)
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Sec. 28.20.570.
FORGED PROOF.

A  person who forges or, without authority, signs any evidence of proof of 

financial responsibility for the future, or who files or offers for 

filing evidence of proof of financial responsibility for the future, 
knowing or having reason to believe that it is forged or signed without 

authority, is punishable by a fine of not more than $1,000, or by 
imprisonment for not more than one yea'", or by both.
HISTORY (Sec. 59 ch 163 SIA 1959)

Sec. 28.20.580.
ASSIGNED RISK PLANS. After consultation with the insurance companies 

authorized to issue motor vehicle liability policies in this state, the 
director of the division of insurance shall approve a reasonable plan, 
fair to the insurers and equitable to their policyholders, for the 
apportionment among these companies of applicants for motor vehicles 
policies and other vehicle coverages who are in good faith entitled to 
but are unable to procure policies through ordinary methods. When a plan 
is approved, all the insurance companies shall subscribe to it and 
participate in it. An applicant for an assigned risk policy, a person 
insured under an assigned risk plan, find an insurance company affected 
may appeal to the conmissioner of comnerce and economic development from 
a ruling or decision of the authority designated to operate the plan. 
Failure to adopt an assigned risk plan does not relieve any person frcm 
responsibility under this chapter. HISTORY (Sec. 60 ch 163 SLA 1959; am 
sec. 16 ch 144 SLA 1977)

Sec. 28.20.585.
REINSTATEMEIfr FEE. If an operator's license is suspended under the 

provisions of this chapter, the department shall charge a person who 
applies for reinstatement of the operator's license a reinstatement fee
of $50. U TSTORY (Sec. 8 ch 78 SIA 1982)

Sec. 28.20.590.
PAST APPLICATION OF CHAPTER. This chapter does not apply to any accident 

or judgment arising frcm an accident or violation of the motor vehicle 
laws of this state, occurring before September 1, 1959. HISTORY (Sec.
61 ch 163 SIA 1959)

Sec. 28.20.600.
CHAPTER DOES NOT PREVENT Of HER PROCESS. This chapter does not prevent 

the plaintiff in an action frcm relying for relief upon other processes
provided by law. HISTORY (Sec. 62 ch 163 SIA 1959)

Sec.28.20.610
. PROVISIONS OF CHAPTER APPLY THROUGHOUT STATE.
The provisions of this chapter apply upon highways and elsewhere 
throughout the state. HISTORY (Sec. 63 ch 163 SIA 1959)

Sec. 28.20.62C.
APPLICATION OF ADMINISTRATIVE PROCEDURE ACT.

Repealed by sec. 4 ch 140 SLA 1977.

-18



Se . 28.20.630.
DEFINITIONS

In this chapter unless the context otherwise require?;
(1) Repealed by !>ec. 20 ch 214 SLA 1976.
(2) Repealed by* sec. 2 ch 135 SIA 1977.
(3) "judgment" means a judgment which is final by 

expiration without appeal of the time within which an appeal 
may be taken, or final by affirmation on appeal, yiven by a 
court of any state or of the United States, upon a cause of
action arising out of the ownership, maintenance, or use of a
vehicle of a type subject to registration under the laws of 
this state, for damages, including damages for care and loss
of services, because of bodily injury to or death of a person, or for 
damages because of injury to or destruction of property, including the
loss of use of property, or upon a cause of action on an agreement of
settlement for such damages;

(4) Repealed by sec., 2 ch 135 SIA 1977.
(5) Repealed by sec. 20 ch 241 SIA 1976; sec. 2 ch 135

SIA 1977.
(6) Repealed by sec. 2 ch 135 SIA .1977.
(7) Repealed by sec. 2 ch 135 SIA 1977.
(8) Repealed by sec. 2 ch 135 SIA 1977.
(9) Repealed by sec. 2 ch 135 SIA 1977.
(10) Repealed by sec. 2 ch 135 SIA 1977.
(11) Repealed bv sec. 2 ch 135 SIA 1977.
(12>• Repealed by sec. 2 ch 135 SLA 1977.
(13) Repealed by sec. 2 ch 135 SLA 1977.
(14) Repealed by sec. 2 ch 135 SLA 1977.
(15) Repealed by sec. 20 ch 241 SLA 1976.

HISTORY (Sec. 3 ch 163 SIA 1959; am sec. 20 ch 241 SIA 1976; am sec. 2 ch 
135 SIA 1977)
Sec„ 28.20,. '40.
SHORT TITLE.

This chapter may be cited as the Motor Vehicle Safety 
Responsibility Act.
HISTORY (Sec. 1 ch 163 SLA 1959)

END OF DOCUMENT
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AGENCY: DEPARTMENT OF PUBLIC  SAFETY CATEGORY: PUBLIC  PROTECTION

PROGRAM: LIFE AND PROPERTY PROTECTION BRU(S): DRIVER/VEHICLE SERVICES

Th# Driver/Vehicle Servi ce a BRU 1i organized Into four component»i Vehicle Service*, Driver Services, Field Services, and Admlnlitratlon. Tha bitlc 
purpose of the Vohlclv 5orv1cos unit is protection of ownership of vehicle* by thr maintenance of an official single source record of vehicle titles.
License plate records also facilitate vehicle recovery when stolen. The purpose of the Orlver Services unit Is to restrict vehicle operation to those
persons who are capable of safe operation by utilizing a system of driver testin-,, records maintenance, and a "driver Improvement" function to Identify
and help improve or suspend drivers who violate safe driving laws. This unit also provides protection for Innocent victims of arcldents by suspending 
those drivers who do not meet their financial responsibilities resulting from an accident. The Field Services Unit operates the system of field 'flees 
where the public may obtain their vehicle titles, registrations, and driver licenses.

Driver and vehicle Identification Information collected Is computerized for rapid retrieval by law enforcement agencies during Investigation of criminal
activities. This Information Is highly useful In Identifying offenders. For Instance, FBI statistics show that nationwide, a motor vehicle Is Involved
In 50\ of all crimes committed. i

I
Tho Administration component Includes the director’s office, central support staff, and the municipal tax unit. The municipal tax unit Is funded by 
charges assessed to municipalities which elect to levy a municipal motor vehicle tax; this tax Is collected by the State.

S ERV IC E  M EASURES  1 FY  82 FY 83 FY 84
PLAN ACTUAL PLAN CONTINUATION TOTAL

Number of registrations processed, 355,000 301,599 350,000 380,000 300,000

Numbor of titles Issues. 190,0(10 161,UB0 160,000 • 170,000 170,000

Number of driver's licenses Issued. HO.OOO 1*i1 ,712 H O , 000 155,000 155,000

Accident reports processed. 20,000 20,Hi* 17,000 22,000 22,000

Driver records produced. 96,000 77,91*2 90,000 1 85,000 85,000

Documents f1lmed. 2,100,000 1,996,306 2,100,000 2,200,000 2,200,000

Financial responsibility suspensions. <*,000 2,603 3,000 3,000 3,000

Point suspensions. 2,300 It, 507 3,000 2,900 2,900

1B-P<* k . r.
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r insuranc
V *

/K ENT  LEE WOODMAN V- :
** ast year in Juneau I stopped to pay my, ’ 

respects a t Rep. Anderson’s office.. Pre- * 
viou'sly I had correspondance with him TV7; 
on .the subject of m andatory auto liabil- 

ity insurance. Rep. Anderson had draft copies , 
of bills to require a.m inim um 'level .of public 
liability for all auto operators, and for state 

.^vehicle inspections.and stickers. Neither bill SV* 
was going anywhere. •'A'-' - 5 : - fj ,

-I Now I recognize th a t m any folks come up . 
here to escape the bureaucracy they had to •/. 
live with in the South 48, but coming up here- , 
and abandoning all responsibility is not find- ‘ 
png freedom, it is running from it. I once had 
freedom defined to me, as the freedom to lake' ! 
bn the responsibilities you choose. We should 
,be responsible enough to be certain that our . 
■affairs are in order to the point where we can 
jpay for injury and damage to others for our 

'.actions. This is normally done by insurance on 
Thome and auto. We should be responsible 
(enough to only take motor vehicles on the 
•road which comply w ith the law and give 
’everyone else a "fighting chance" to live . . .
!wc should do these things, b u t many of us do 
Jnot. '  ’

As an individual and as a business owner, 
hot’ :,h adequate insurance.-I am sick to my 
sti ^en tim e after ,tim e one of ray .,
vel, s hit and, the other driver has no
insu 
ofte

We n.. one of our brand new Datsun diesel 
pickups smashed out from under my partner 
by a driver who had no insurance, no license, 
was drunk as a skunk) and who now lives in 
the Matanuska. Valley where he gold, mines - 
and refuses; to come to the phone or accept a 
certified letter. Our insurance paid the major 
portions, and.~we paid, the $500 deductable.,
Our insurance carrier is ̂ 'attem pting to rccov-.
er” .both .the funds they,-advanced and the- are paid by fewer than half of us who do have 
deductable, but who ’inow s) when and if th a t rp P ° nsiblity to have coverage. What’s fair 
will ever happen?j» ' . K ^ * " ^ X about  that. Maybe we should cancel as well 
^  Recently our.new, Mazda service" diesel was. .. aP“ the rest ol the world try to pry riioney 
ripped open .from' en d 'to  fend by a guy in a  •. .V.

Daily we‘ all see the dcalb-on-wheels that ■ 
some folks push on to the public highways; no

;o regular job, no cash reserves and. bumpers, broken windshields, missing lights, 
-nsc or registration. - • ‘ light;; ain "light;; aimed up in your face, no defrosters, ice 

covered windows and drivers peering out 
through a postage-stamp si \ed hole, no brake 
lights, no turn indicators, bald tires In w inter .. j  
and summer and the whole w o r k s ; * n :... ''

Estimates have been made that ’ over 60 •* 
percent of the driving public in Alaska is not-.' 
insured. That mejins that all the premiums .j 

' required to cover ell the accidents and injuries’-



jtVifdr alj
- t r k'»y  •

f?*r . • K p  ~ : '-??■ ■

t a a * « s g
^  m v  f-- ;̂ lf folks cannot, or will not,'; T develop that sort of old-̂  ̂• , ; * fashioned responsibility^then I am afraid we miis|j\ <legislate it. ̂  • . •

* — ~  • 
------------------------   :-----LJ_______ r.' •

• * j* • • *

folks cannot, or will not, develop that sort’of -• 
old-fashioned responsibility, then I am afraid . 
we must legislate it. \->b '

I t’s a manageable program. It’s a bill that • - • 
already has been w ritten once, and therogre” > * 
comment sheets to get it on track. We'ha£e ‘v 
seen recently ju i ordinance that lets the police. ... 
pick up vehicles driven by drunks; why mot .; Y,
the same for those who drive when their*'.* IV' 
licenses have been revoked, those who drive . v '-,

 __ .1  - •

|their vehicles up to a .safe standard?”
My answer may appear a tad cold on the 

[surface, but think about it: perhaps they 
should not drive! There is the People Mover 
Bus system now, the third such system since 
I've been here and this one Is working! Thera 
are special concessions made to ear-poolers 
Remember, the courts have long held tha t 
driving an automobile on the public highways
is a privilege, no t a rig h t. When you take your . . rr--- • ,
ton of steel out there and aim it at folks, you heavier bureaucracy or g raft, but.ri cambp,-,

1 are supposed to have your act together. If you - made to wo_rk • *-. H«nwaiiand^Texas; d o jjt;*
do not, keep off the t r a c k . A  . Xl l f X  cas«: Su.r? have in (fie: ^

You’re not supposed to  fly airplanes with: Bush and making the same rules apply there -
out licenses and medical. You’re n o t supposed and h.e\e ln towvn’ but ,the-v can>  w °rk cd ^A <  
to. conduct brain surgery, or practice lawL- .̂ce. aii 1:7,I.'*i vh r.i-to   ̂ ■ "-A? ’•‘I.-a;'*.
without certain certificates. Why, then, should . 7“ :-7“P ~  •• 1

I folks be allowed, to go out there and cause K°n‘ L.°° W oodman I s a  25-year .resident ,S» ; 
more property damage and death each y e a r - ,  . ^ nc ?9°» a licensed  Insurance ngont, a sm all .y j 
than all the wars we’ve ever been in, on the - ^U5,"ess ?w”°r’ P"°l ajnd11r°9I°nnl represontatlve fw,-. ,.' 

[public highway w ith no such* responsiblity? If \  tho Aircraft Ownors and Pilots Association .-. •<. . „
rr f h i •V-j&A'-Sfc •■•7 '
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STATE OF ALASKA.
FISCAL NOTE

fc'enri w s  

K.'rw. 2.^5

R e v i s i o n  Da te 1983

R E Q U E S T
B i l l / R e s o l u t i o n  No .  _____________
T i t l e .  Motor V e h i c l e  I n s u r a n c e

SSHB 7 I I .  F I S C A L  D E T A I L
A g e n c y  A f f e c t e d :  P u b i - . c  S a f e t y

S p o n s o r :  Haye s
R e q u e s t o r :

Progr am C a t e g o r y  A t f e c t e d : P u b l i c  P r o t / J u s t  
B R U ,  Program o f  S u b p r o g r a m ' s ) A f f e c t e d :  
D r i v e r / V e h i c l e  S e r v i c e s / A l a s k a  S t a t e  T r o o p

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

O P E R A T I N G
FY 83 FY 84 FY 85 FY 86 | FY 87 1 FY 88

1 1
10 0  P ER SON AL  S E R V I C E S 4 9 8 .5 5 2 8 .4 5 6 0 . 1  1 5 9 3 . 7  I 6 2 9 . 3
200 T R A V E L 3 1 . 0 3 2 . 9 3 4 . 9  | 3 7 . 0  | 3 9 . 2
300 CO NTRA CTU AL C\Jo 4 8 7 . 8 5 1 7 . 1  | 5 4 8 . 1  | 5 8 1 . 0
400 C O M M O D I T I E S 3 5 . 5 3 7 . 6 3 9 . 9  1 4 2 . 3  1 4 4 .8
500 E Q U IP M E N T 1 4 7 . 9 . 1
600 LAND & S T R U C T U R ES 1 !
700 G R A N T S ,  C L A I M S ,  E T C 1 1 1

1 i 1
T O T A L  O P E R A T I N G 1 1 7 3 . 1 1 0 8 6 . 7 1 1 5 2 . 0  1 1 2 2 1 . 1  1 1 2 9 4 . 3

C A P I T A L

R E V E NUE

F U N D I N G : ( T h o u s a n d s  o f  D o l l a r s )
G E N E R A L  FUND 1 1 1 7 3 . 1 1 0 8 6 . 7  H  1 5 2 . 0  11 1 2 2 . 1 1 2 9 4 . 3
F E D E R A L  FUNDS  ̂ " ! 1 1
O T H E R  ( S p e c i f y  S o u r c e ) - 1 1 1

1 ! i
PO S I T I O N S :

F U L L - T I M E
P A R T - T I M E

1 2 . 0  1 1 2 . 0 1 2 . C l  1 2 . 0 1 2 . 0
!

TEMPORARY 1 1
............... . .  .

!

I I I .  S O U R C E  OF FUN DS  T O  O F F S E T  F I S C A L  IMPACT OF  B I L L :

Not i d e n t i f i e d  by s p o n s o r .

I V .  A N A L Y S I S :  A t t a c h  a s e p a r a t e  p ag e  f o r  a n y  A n a l y s i s

P r e p a r e d  B y :  M a r c ia  L yn n  Mc K e n z i e  P h o n e :  465-4349
D i v i s i o n :  A d m i n i s t r a t i v e  S e r v i c e s  D a t e ;  04/0b/6"8 "

A p p r o v e d  by C o m m i s s i o n e r :  ( .A ------- p '-C  D a t e :  M I f* 1 0 ^
D e p a r t m e n t :  P u b l i c  S a f e t y  [

D i s t r i b u t i o n :
O r i g i n a l  t o  L e g i s l a t i v e  F i n a n c e
C o p y  to  O f f i c e  o f  Management and  B u d g e t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )
C o p y  to  D e p a r t m e n t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )
C o p y  to  S p o n s o r
C o p y  t o  R e c u e s t o r  ( i f  d i f f e r e n t  fr om  S p o n s o r )  3 / 8 / 8 3



F I S C A L  N O T E  A N A L Y S I S  

S S E 3 - 7  (SB-223)

The b a s i c  a s s u m p t i o n  of this f i s c a l  n o t e  is that for this b i l l  to 

b e  e f f e c t i v e  t h e r e m u s t  be an a d e q u a t e  s y s t e m  of a n f o r c e m e n t  and co m p l i a n c e .  

O t h e r  s t a t e s  w i t h  m a n d a t o r y  i n s u r a n c e  law s  e s t i m a t e  that 5 % - 1 5 %  of t he i r  

v e h i c l e s  a r e  o p e r a t i n g  w i t h o u t  i n s u r a n c e  as o w n e r s  find w a y s  to c i rcumvent 

th e  law. W e  find that our p r e s e n t  F i n a n c i a l  R e s p o n s i b i l i t y  Law, AS 28.20, 

is p r a c t i c a l l y  as e f f e c t i v e  an d  far l e s s  c o s t l y  b o t h  to the s t a t e 

b u r e a u c r a c y  and to the c i t i z e n s  di r e c t l y .

This f i s c a l  n o t e  a s s u m e s  an e f f e c t i v e  d a t e  of J u l y  1, 1983. A  6% 

i n f l a t i o n  f a c t o r  h a s  b e e n  a p p l i e d  to F Y  85 a n d  beyond.



F i s c a l  N o t e  D e t a i l  - A l a s k a  S t a t e  T r o o p e r s

SS Ho u s e  Bill No. 7

Motor V e h i c l e  L i ability Insurance

Passage of this bill wil l  r e q u i r e  a statewide en f o r c e m e n t  effort to ensure 

c o m p l i a n c e . If a vehicle i s  stopped and p r o v e s  n o t  to have current 

insurance it w i l l  need t o  b e  impounded. T h i s  w i l l  require numerous 

Troopers all o^er the State t o  spend patrol ti r e  enforcing p r o visions of 

this particular lav/. The b u l k  cf the activity.'will take place in the 

Anc h o r a g e  area, Fairbanks a n d  Juneau. O n e  additional T r o o p e r  is requested 

for e a c h  of these locations t o  absorb the increased w o r k  load.

FY '84

T h r e e

T r o o p e r s  A c a d e m y  Totals

(2 )

Per. Ser. 190,268 190,268

Travel 6,000 6,000

Contractual 52,704 9,000 61,704

C ommodities 9,900 600 10,500

Equip. (1) 60,900 60,900

3 1 9 . 7 7 2  9 ,6 0 0  32 9, 3 7 2

(1) E q uipment cost^- a r e  incurred d u r i n g  the first y e a r  only.

(2) T h e  Public Safety A c a demy is budgeted on l y  for costs of training 

, replacement Troo p e r s  based on normal turnover of personnel. Any

n e w  Troopers requi r e d  due to n e w  legislation nee d  additional 
funding.

Note: Inflation after F Y  '84 is estimated at 63 p ar year. A  F o r m  13

for each position is attached.



POSITION TITLE IIANCE/STEP
76A

FORM 12 PACE/LINE
State Troopei'

STAFF NONIUS R? NUMBER

13.9

PCN NUMBER UIIU PRIORITY LOCATION

Palmer
TYPE OF POSITION

p e t
ELECTION DISTRICT

7 -1 5
ADDITIONCONTINUATION LEVEL JUSTIFICATION

AllOUt.IYPt OF EXPEND 11 URL

This position will be utilized on increased patrol 

activity due to the need to check motor vehicle 

records to assure compliance with this new law.

PERSONAL SERVICES

Salary,!;? Q o S  ±

Bcnef i ts

Supplemental Benefits

Fixed Benefit

IUIAL PERSONAL SERVICES

TraveI

Contractua 1

Conimodi ties

Equipment
* Equipment costs will be incurred in the first 

year only.
Oilier

IOIAL COST

l i r c r . l l M  C O D E FUNDING SOURCE

Federal Receipts 1002

C.F. Ilatcli

Ceneral Fund 

I-A Receipts

Program Receipts 1020

Otter

FL'lt UiM USE ONLY 

1.A KEY NUMBER

AGENCY D e p a r t m e n t  of Pu b li c  S a f e t y

Crime 11) & Apprehension

3 tefi'ufeST
h": W  POSITION

Detachment R e v i s e d  L i t eCOMPONENT
u; miii



RA NCE/STE P 

? 6 A  ■

FORK 12 PACE/LlflE pISAiTyjPOSITION TITLE
State T r oop er

LOCATION

J u ne a u

PCN NUMBE R URU PRI OR ITY ELECTION DISTRICTSTAFF MONTHS
1 V 9

RP NUMBERTYPE OF POSITION

PPT T-»-r ’rrrr rrrrmirvr+1 w
I T D D l I l o i T  p  \ JUST IFIC ATI ONCONTINUATION  LEVEL

IYpt OF tXPEIIUI 1 URL

This position will be utilized on increased patrol 

activity due to the need to check motor vehicle 

records to assure compliance with this new law.

PERSONAL  SERVICES

Bene I’i ts

.jpplcinencjI Benefits

Fi^cd Benefit

1 >1AL PERSONAL SERVICES

Travel 

Contractu.) I

Coin.nod tics

Equipment ’* Equipment costs will be incurred in the first 

year only.
1 0 1 . 6 7 2  

i » n r ' f  v .*t*i •tt*
TOTAL CtfST

»»»*•«».• ».sra wi
FUNOINC SOURCERI CE I PI COL,'

federal Receipts 1002

General Tunds 

I-A Receipts

Program  Receipts 1020

'llicr

binn

A G E N C Y  Department of Public Safety

PROGRAM Crime ID &  Apprehension

1 3 REQUEST FOR 
• • NEW POSITION Alaska

Detachments & C.I.D Revised Dnte
C O M P O N E N T



\\r\* ’ ' ^^rr??wr,«tyv?«.|ByT?; y  ~r>w ,n«) r’̂ g p m p

F

1 POSITION TITLE
State Trooper

- • uair~.-nrr>-,. . . "I""!-?!?

h

TYPE OF P05ITI0N

PFT

S1AFF NONIUS

13.9

RP NUMBER PCN HUIIUER

i 3. I C0NI INUAl !0N LEVEL | | ADDITION | |

1 *- 1 i rPE OF LKPLNUIJURE Alldijj'/

n
i

i i i

i !
i 

i i i I

2

A PERSONAL SERVICES • %

[•; 5. Salary $3,A'f'2 + 25 hrs OT 51.093
|; G. Ucnofi ts T3.0A7

I: 7- Supplemental Benefits 2 .880
!» o. Fixed Benefits ? / A o

y, ‘J- I0IAL PLRSOflAL SERVCES iii 6 9 .? 6 o
(' 10. Travel' 02 2 .0 0 0
iJ n . Contractu J1 03 17.568

i2. Commodities 0«# 3. 300
If >3. Equipment 05 1̂cc/

Ccv

V i 'i. Other

!u a J TOTAL COST
u J y li iS S - l

IIAIICE/STEP 
7uA

DRd PRIORITY

UARC. UNIT 
PSEA

LOCATIO N

Fairbanks

FORM 12 PACE/LIKE

ELECT 1011 DI5TIIICT 
10-21

TT-*» -f • • •• ̂  •' • V •
;covJ •: :;Af';:r;OV

l £ C .

(ijiL

l U i i

i ?'•

ii-

FedcraI Receipts 1002

O.K. Match 1003

Ceneral Funds lOO-i

I-/' Rece i pi s 1005

Program Receipts 1028

Other

IIP JiPii

"j ( ■ . I .1 >. ** W  i  ̂  1 1 * — 1 I ■** I *
v for isAn use o n l y 

I'ii-l ,,A K1-Y number —

Ml i**u> « . .» <1 MUiUUA

JUSTIFICATION

This position will be utilized on increased patrol 

activity due to the need to check motor vehicle 

records to assure compliance with this new lav/.

i * Equipment costs will be incurred in the first 

year only.

. DlSAl’ii. ̂
_ _ r

r,

u

U r
I I 6  R C Q U F S T  F O R

i/.

f'JL:W  POSITION

AGENCY Department of Public Safety 

PROGRAM Crime ID & Apprehension

jj,{U Alaska State Troopers________

COMPONENT Detachments fc C.I.D.__________

r'rnsCTwrar isrsrrz

FY m
Page 3 of 3

Revised o.;tc



F I S C A L  M O T E  D E TA I L  

SS HB7

D r i v e r / V e h i c l e Se r v i c e s Page

E X P E N D I T U R E S

FY 8A FY 85 FY 86
10 0 P e r s o n a l  S erv ice s 3 0 8 . 2 326.7 3A6.3

200 T r a v e l 2 5. 0 26.5 28.1

300 C o n t r a c t u a l 3 98 .5 A 22.A AA7.7

A00 C o m m o d i t i e s 2 5 . 0 26.5 28.1

500 E q u i p m e n t 87.0 - 0- ~Q-

T O T A L 8A3.7 £ 0 2 .1' 850.2

For this bill to be e f f e c t i v e  the D i v i s i o n  of M o t o r  V e h i c l e s  must 

c r ea t e  a c o m p l i a n c e  u n i t  of 9 e mp lo y e e s.  T he c o m p l i a n c e  uni t m u s t  

b e l o c a t e d  w i t h  D i v i s i o n  h e a d q u a r t e r s  sii.ca there m u s t  be re ady  

r e f e r e nc e  to the e x i s t i n g  o w n e r s h i p  and r e g i s t r a t i o n  record. The 

p r e s e n t  h e a d q u a r t e r s  l o c a t i o n  w i l l  not a c c o m o d a t e  any e x p a n s i o n ,  

t h e r e f o r e ,  t h e  fiscal n o t e  p r o v i d e s  for r e l o c a t i o n  and l e a s e  of 

n e w  s pac e for the D i v i s i o n  of M o t o r  V e h i c l e s  h e a d q u a r t e r s  in 

F Y - 8A .

A , f u r t h e r  b r e a k d o w n  by obj ect  cod e is att ach ed.  The r ea so n  for such 

l ar ge figure in the 310 c a t e g o r y  is b e c a u s e  of s t a t u t o r y  r eq uir eme nt 

that all  s u s p e n s i o n  notices m u s t  be sent b y  r e g i s t e r e d  or c e r t i f i e d  

mail, return re ce i p t  r e qu e s t e d .  If a c t i o n  is taken on 3 0, 00 0  

u n i n s u r e d  v e h i c l e s ,  at $ 1,55  p o s t a g e  per n ot ic e ,  that cost a l o n e  

is $ A 6 ,500.
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A N A L Y S I S  (continued):

T h e  F Y - 8 4  co sts  for the c o m p l i a n c e  unit are as follows: 

100 P e r s on al  Ser vic es

1 - I n s u r a n c e  C o m p l i a n c e  Unit Supervise r

(Range 18, n e w  c l a s s i f i c a t i o n )

2 - H e a r i n g  Office rs

(Range 16, n e w  c l a s s i f i c a t i o n )

1 - C l e r k V 

U - Clerk IV

1 - M i c r o f i l m  E q u i p m e n t  O pe ra t o r

. T O T A L

200 Trav el

H e a r i n g  O f f i c e r s  to travel to v ari ous  cities 

to c on duc t s u s p e n s i o n  h e a r i n g s
m m  **• •

3 00  C o n t r a c t u a l
I* .!

310 - phones, tolls, posta ge

320 - forms, a d v e r ti s i n g , p ub li c  notice

330 - h e a d q u a r t e r ' s  s pa ce lease 

(6 , 0 0 0  sq. f t . )

360 - equip men t rent al 

(4 A J I S  terminals)

382a - DP C h a r g e b a c k

p ro g r a m m i n g  and m a i n t e n a n c e

TO TAL

49.5

85.0 '*

31.3

112 .8

29.6 

30 8.2

25.0

51.5

15 .0  

1 62.0

30.0

8 0.0

398.5



F I S C A L  N O T E  D E T A I L  D r i v e r / V e h i c l e  S e r v i c e s
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A N A L Y S I S  (continued):

4 0 0  C o m m o d i t i e s

N o r m a l  o f fi ce  sup pl i e s  25.0

5 0 0  E q u i p m e n t

O f f i c e  E q u i p m en t  (9 em plo ye es )  27.0,'
W o r d  P r o c e s s i n g  S t a t i o n  (Wang) 2 0.0

M i c r o f i l m  Ca mer a and P r i n te r 40.0

T OT A L  87.0

I n f l a t i o n  for s ub se qu e n t  ye ars  if fi gu re d at the 6% level.



r'srsar- 

• 1 .

2 .

PCS ITION TITLE 
C l a r k  IV

RANCE/STEP 
‘ 9

BARC. UNIT 
CGU

FORM 12 PACE/LIME
y,,k > J yy

$ p yrt :': APPRt)1/; .;t>isAi>p.l

TYPE OF POSITION 
P FI­

ST AFF MONTHS 
12

RP NUMBER PCN NUMBER BRU PRIORITY LOCATION
A n c h o r a g e

ELECTION DISTRICT
itiM

J.

R .

I Luii 1 1 fiun ii urj llvll | | HOLM i i un | | 

1YPL OF EXPENDITURE itsoirr"..

1 2 j ,
PERSONAL SERVICES

5. Salary ] 7 0 0 20. U

6. Benefi ts 3.6
7. Supplemental Benefits 1.3
0. Fixed Benefits ... 2.9

•

9. IUIAL PLRSUNAL SERVICES 01 28.2

10. Travel 02

11. Contractuj1 03 5.0
. 12. Commodities 0<i 1.0
11. Equipment . 05 3.0

l»l. Other

15. 101AL COST 37.2

JUSTIFICATION

RECEIPT CODE FUNDING SOURCE

16. Federal Receipts 1002

17. C.F. Match 1003

10. General Funds 1009 37.2
19. 1-A Receipts 1005

20. Program Receipts 1028

21. Other

I FOR BAM USE ONLY
I <iA Kf.Y N U M B E R -------- " ----------“ ----------“ --------- " ----------

TL.'.Tf i i int irm-.^ii'.rtii.nnj-F-xTrn-inTmmmijraTffrrar-rT-nT-"- ■■r~TivniTrMTnnr.irici"'rrnLTirmr''r7l

Th e state is r equ ir ed  to su sp e n d  vehicle

r e g i s t r a t i o n s  and o p e r a t o r ' s  l i c e n s es  of those found to 

be o p e r a t i n g  a m o t o r  v e h i c l e  w i t h o u t  li ab il i t y  

i n sur anc e. The c l e r i c a l  f u nc t i o n s a s s o c i a t e d  w i t h  this 

ar e high ly s p ec ia li ze d  in that the C l e r k  IV must be able 

to do d e t a i l e d  r e s e a r ch  i n both m o t o r  ve hi cl e  and 

d r i ve r s  records, must be f a m i l i a r  w i t h  d i f f e r e n t  types 

of i ns u r a n c e  policies, and m u s t  have a w o r k i n g  k n o w l e d g e 

of all m o t o r  v e h i cl e laws.

A c c u r a c y  is e s s e n t i al  in this w o r k  since the

c o n s e q u e n c e s  of the u n i t ' s  a c t i o n s  on i ndiv idu al 

c i t i z e n s  is great. Th e loss of ve hi cl e and dr iv in g 

pr iv il e g e s  is a h a r s h step a n d  the p o s s i b i l i t y  of error 

m ust be e li min ate d to a voi d w o r k i n g  h a r d s h ip s  on

in no ce n t  parties. To ass is t in record t rac k i n g  and 

h a n d l i n g s i mil ar form c o r r e s p o nd e n c e ,  a Wang word 

p r o c e s s i n g  unit will be used by the section.

Based on o t h e r  states' e x p e r i en ce , a p p r o x i m a t e l y  10)£ 

or 3 0, 00 0  v eh ic l e  o wn e r s  wi ll  try to c i r c u m v e n t  or

v i o l a t e tills law. The volume of recor ds and 

c o r r e s p o n d e n c e  w i t h  3 0 , 0 0 0  c a s e s  a n n u a l l y  w i l l  r equi re a 

unit of 4 C l e r k  IVs.

1 3  REQUEST FOR 
MEW POSITiCW

l  in .; a ur r :;
. 0 M  MG (7/U1I • M

ACENCY D e p a r t m e n t  of P ublic S af et y  

PROGRAM blfe and P r o perty P ro te ct io n

BRU Driver/Veliic lo S e r v i c e s_______

COMPONENT V e h i c l e  S e r v i c e s _________

Page 1 of 1

Revised Date



rar 

1 .
POSI T1011 TITLE 

C l e r k  IV

RANCE/STEP

9

UARC. UNIT 

G G U

FORM 12 PACE/LIIIE
C0V.

135^.1137;
:| APPfTOV;

Bnnyrrn?
!>1 SAPP.

2.
TYPE OF POSITION 

IT T

STAFF MONTHS 

12

RP NUMBER PCN NUMBER 1 BRU PRIORITY LOCATION

A n c h o r a g e

ELECTION DISTRICT
tec.

3. CONTINUATION LEVEL [ | ADDITION | JUSTIFICATION

p '*• TYPE 01 EXPEND 1 IL'liE AMOUNT
s t a t e  Is required to1 x 2 • 3

tne s u s p e n d  v e h i c l e  n 

of t h o s e  found to IsPERSONAL SERVICE\ legLSLidLioiis a n a  o p e r a t o r ' s  .Licenses

5. Salary 1 7 0 0  » . 2 0 .  A
, ue o p e r a t i n g  a m o t o r  v e h i c l e  w i t h o u t l i a b i l i t y  I

6 . Benefits • .• 3.r,
i n s u r a n c e . m e  c l e r i c a l  r u n c c i o u s  as s o c l a t e d  w i t h tills >!■

7. Supplement.]! Benefits 1.0
aie m g n i y  s p e c i a l i z e d  in tnat the Clerk. LV m u s t  be a b l e  6

: 8 . Fixed Benefits 2.9 •
co ao 

d r i v e r s
_ r  i _

d e t a i l e d  r e s e a r c h  in both m o t o r velilc le and Sj

9. 101AL PERSONAL SERVICES 01 28.2
records, must De r a m i l l a r  wit i dir I erent types fi

| 10. Travel 02 oi i n s u r a n c e  policies, and must nave a 

of all m o t o r  v e h i c l e  laws.

A c c u r a c y  Is e s s e n t i a l  In this

w o r k i n g  k n o w l e d g e  ;

11. Contractua1 03 5.0
w o r k s ince the 1I 12. Coicmodi ties O't 1.0! n - Equipment 05 '1.0 , c o n s e q u e n c e s  or cue unit s a c t i o n s  on i n d i v i d u a l

I'l. Other c i t i ze n s  is great. Ihe loss ot v e h i c l e  and d r i v i n g

IS. 107AL COSI •17.2
p r i v i l e g e s is a n a r s n  step and the p o s s i b i l i t y  ot e r r o r

yX

m ust oe e l i m i n a t e d  to a v o i d  w o r k i n g  H a r d s h i p s  

Innocent pa r ties. To as s i s t  in record t r a c k i n g

on

and

RECEIPT CODE FUND INC SOURCE h a n d l i n g  s i m i l a r f orm c o r r e s p o n d e n c e ,  a W a n g wo rd

1C. Federal Receipts 1002 p r o c e s s i n g  unit will be used by the section.

17. C.F. Match 1003 Based on o t h e r  states' e xp e r i e n c e , a p p r o x  linately 10%

1U. Cenerjl Funds IOO'i 37.2
or j u . u u u  v e h i c l e o w n e r s  will try to c i r c u m v e n t  or

19. l-A Receipts 1005 violate this law Ihe v o L u m e  ot reco r ds a ml ■

20. Program Receipts 1020 c o r r e s p o n d e n c e  w i t h J U , U U U  c a s e s  a n n u a l l y  wi l l  r e q u i r e  a

21. Other unit or ‘i C l e r k  ivs. I

1 • jj

1 *.V> XvXv.V.V/.V .V .'.V .V V.V.V. •X*X\•X'XvXvXvX'X*

FOR U&M USE 0I1LY 

<iA KEY N U M B E R -----
- -

nza'.ai nrccTcxrzra; rcc:
I

AGENCY D e p a r t m e n t of Public Safety

P R O C R A M  nml P rope rt y  P r o t e c t i o n

RRtJ Dr Ivor/Veli lc lc Ser v i c e s_______

COMPONENT Ve hicl e S e r v i c e s  ____________

Pnge 1 of 1
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C l er k  IV

RANCE/STEP 

'• 9

OARC. UNIT

JGH1L

FORM 12 PACE/LINE
snrorror

'.COV'Sy
. ./(PPROV.

nttao-adT
DISM’p.

1YPi: OF POSITION 
I* FT

CONTINUATION LEVEL

STAFF MONTHS

L L

RP NUMBER

ADDITION H E
PCN NUMBER BRU PRIORITY LOCATION

Anchorage

ELECTION DISTRICT

4. IYPE OF EXPEND1IURE

1 7 \3

PERSONAL SERVICES

5. Salary 1700 20.4
6. Benef i ts 3.6

7. Supplemental Benefits 1.3

8. Fixed Benefits 2 . 9 *

9. [DIAL PERSONAL SERVICES "oi 28.2

10. Travel 02

11. Contractua1 03 5.0
12. Commodities 04 1.0

n . Equipment 05 3.0

i‘i. Other

15. TOTAL COST 37.2

RECEIPT CODE FUNDING SOURCE

16. Federal Receipts 1002

17. C.F. Match 1003

18. General Funds 100'! 37.2

19. 1-A Receipts 1005

20. Program Receipts 1028

21. Other

FOR Bill USE ONLY

AA KEY N U M B E R -------" --------

JUSTIFICATION

The s tate is req uired to s usp end  vehicle

r e g i s t r a t i o n s  and o p er a t o r ' s  lic ens es of those found to 

be o p e r a t i n g  a m o t o r  vehicle wi th o u t  liability 

i n sur anc e. The c l e r i c a l  fu nc t i o n s a s s o c i a t e d  w i t h  this 

are hig hl y s p e c i a l i z e d  in that the C l er k  IV must be able 

to do d e t a i l e d  r es e a r c h  in both m o t o r  v e h ic le  and 

dr iv e rs  records, m u st  be fa miliar w it h  d i f f e r e n t  types 

of i n s u r a n c e  po l i ci es ,  and must have a w o r k i n g  k no wl edg e 

of all n.otor v e h i c l e  laws.

A c c u r a c y  is e s s e n t i a l  in this w or k  since t he

c o n s e q u e n c e s  of the un it' s a ctio ns on in dividual 

c i t i z e n s  is great. T he loss of vehic le and d ri v in g  

pr iv il e g e s  is a h a r s h  s te p  and the p o s s i b i l i t y  of e rr o r  

mu st  be e l i m i n a t e d  to avoid w o r k i ng  h a r d s h i p s  on

i n n o c e n t parties. To as si st  in record tr ack ing  and 

ha n d l i n g  s i m i l a r  form c or r e s po nde nce , a W an g word 

p r o c e s s i n g  unit wi l l  be u sed by the section.

based on o t h e r  states' exp erience, a p p r o x i m a t e l y  1 0 Z 

or 3 0 ,0 0 0  v ehic le o w n e rs  will try to c i r c u m v e n t  or

v i ola te this law. T h e  volume of record s and 

c o r r e s p o n d e n c e  w i t h  3 0, 00 0  c ase s a n n u a ll y  wi l l  requir e a 

unit of /» C l e r k  IVs.

a;:..T.iZij3K:rniiTrroatmtv:i33JM.E ozcmMiitzrxnmsaiiniBmnian.'iciiuflLnti'JTri

b3  REQUEST FOR 
NEW POSITION

AGENCY

PROGRAM

BRU

COMPONENT

D e p a r t m o ut of Public S af e t y  

Life and Property P r o t e c t i o n

D r i v e r / V e h i c l e  S e r v i c e s pane 1 of 1
V e h i c l e S e r vi ce s  . Revised Date____________________ ___________ ____ ___________

C
TE-jaanruJ vja'aan

FY 04
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jT5unc : xna man n tit? rnzsxn m  :nn 
POSITION TITLE 

Hear ing  O ff ice r

TYPE OK POSITION 

PFT

iî jnî i^jaigZfoiJiJJMJioiixrmirrsnirira’.-X Tggqpî raajjraaLiaatjrj
RANCE/STEP 

‘ 16
STAFF MONTHS 

12

RP NUMBER PCN NUMBER

CONTINUATION LEVEL ION

IYPE UF EXPENDITURE AWffiir
1 2 3.

PERSONAL SERVICES

5. Salary 2 670 32.0
6. Benef i ts 5.6
7. Supplemental Benefits 2.0
0. Fixed Benefits 2.9 1

9. 101AL PERSONAL SERVICES 01 62. 5
10. Travel 02 10,(1
11. Contractual 03 5,0
12. Cominodi Lies 0<i 2.(1

13. Equipment OS 3.0

l*i. Other

15. I Cl I AL COST --------------

BRU PR I OR I TV

BARC. UNIT

 non
LOCATION

A n c h o r ag e

FORM 12 PACE/LINE

ELECTION DISTRICT

cjcuii-,a zrvẑzxrcT,

m m
:';AEFR0V;

............

RECEIPT (ODE FUNDING SOURCE

16. Federal Receipts 1002

17. C.F. Match 1003

10. Genera 1 Funds lOO'i

19. l-A Receipts 1005

20. Program Receipts 1020

21. Other

62.5

1

UR IJ4M USE ONLY 

RA KEY N U M B E R --------“----

JUS TIFI CAT V ON

The m a n d a t o r y  i n s u r a n c e  bill req uir es the state to 

su sp en d  v e h i c l e  re gi s t r a ti on s,  plates, and o p e ra t o r ' s  

• l ice nse s for those peo pl e wh o o pe ra t e  a v e hic le without 

the r equired l i a b i l i t y  Insu ran ce.  Prior to taking any 

a c t i o n  of this type, t he d e p a r t m e n t  must p ro vid e the 

p e r s o n  an o p p o r t u n i t y  for an  a d m i n i s t r a t i v e  h ea rin g (AS 

28.05.131).

U si ng e s t i m a t e s based on o t h e r  states' e x p e r i e n c e  

w i t h  m a n d at or y  insurance, there will o n l y  be a 90/! 

i c o m p l i a n c e  level. Thi s m e a n s  a c t i o n  will be t ak en on 

' the r emaining 102! o r  3 0, 00 0  u n i ns ur e d  vehicles. The 

hearin g o f f i ce r  must travel to alL a rea s ol the state to 

a d m i n i s t e r  the hearings. W i t h  this volume there will  be 

two hearing of ficers required.

Due to the limite d scope of the h ea rin g Items, it is 

not n ec ess ary  to have an a t t o r ne y In Llils position.

1  3  REQUEST FOR 
NEW POSITION

: .*TroirinnemarzrTran*«xc
0 M  fSG 17/1)21-13

j

ACENCY  D e p a rtment o f P n h i lc S a f e t y__

p r o c r a m  l.l/e a n d P r o p e r t y  P r o t e c t i o n

B R U  Dr 1 y e r / Veli ii: I.e. S e r v i c e s _______

V e h i c l e  S e r v i c e s
C O M P O N E N T .

Page | of j

Revised Date



"T.-XTJ

I

xm3-jur :_
POSITION TITLE

M i c r o f i l m  Equipment: O p e r a t o r

2.
TYPE OF POSITION 
PE T

STAFF MONTHS 
1 2

RP NUMBER PCN NUMBER

CONTINUATION LEVEL | | ADD TION 1 |

IYPE 0/ EAPLNDIiuke ■ n m n -
-------

1 2 3 p

PERSONAL SERVICES

5. Salary 180.* 2 1 . 6
6. Benef i ts 3.8
7. Supplemental Benefits 1 .3
8. Fixed Benefits 2.9

9* 101AL PERSONAL SERVICES 01 29.6

1 0 . Travel 02

11. Contractua1 03 5.0

.  I?- Conunodi ties O'. 4.0

13. Equ i pment Ob 43.0

14. Other

1 b. 101 Al. C0S1 118.8

RANCE/STEP

1 0
BRU PRIORITY

BARC. UNIT 

G G U

LOCATION
A n c h o r a g e

FORM 12 PACE/LINE

ELECTION DISTRICT

i l l

grassagn
APJRUV.

dec.

t^zrTom
:D)SAPP,

RECEIPT CODE FUND 1NC SOURCE

If.. Federal Receipts 1002

17. C.F. Mjtch 1003

10. General Funds 1004 1 18.f.
19. l-A Receipts 1005

20. Prorjram Receipts 1028

21. Other

FOR IIAII USE ONLY 

<iA KEY NUMBER
a a Baaaaljirij

JUSTIFICATION

As a result of this bill, e a c h  v e h i c l e  o p e r a t o r  must 

pres e n t  some form of proof of i n s u r a n c e  at the time of 

regis t r a t i o n.  This  form is kept w i t h  the vehi cl e  

records w h i c h  are m i c r o f i l m e d .  A lso the r e c o r d s of 

r e g i stration, s u s p ensions, and all a s s o c i a t e d  d o c u m e n t s  

are m i c r o f i l m e d  and kept w i t h  v e h i c l e  records. These 

forms and d o c u m e n t s  will rep re s e n t  a 20% i n c r e a s e  in the 

d o c u m e n t s  p r e s e n t l y  m a i n t a i n e d  by the V e h i c l e  S e r vi c e s  

U n i t .

To a c c o m o d a t e  tills Inc r e a se d  work l o a d ,  a M i c r o f i l m  

* E q u i p me n t  O p e r a t o r  1 is n e c e s s a r y  to a u g m e n t  the pres e n t  

staff. E q u i p m e nt  a s s o c i a t e d  w i t h  this p o s i t i o n  i n c l u d e s  

a m i c r o f i l m  c am e r a  and a r e a d e r - p r l n t e r  w o r k  station.

The m i c r o f i l m  r e t r i e v a l  s y s t e m  c u r r e n t l y  being used 

has proved cost e f f e c t i v e  in terms of labor s a v i n g s  and 

rapid respo n s e  to filing needs. The h i g h  initial cost 

of e q u i p m e n t  is s oon of f se t  by s a v i n g s  In labor and file 

s tora g e  costs.

3. ini err, K m a a m a n s c r  J

AGENCY D e p a r t m e n t of P u b l ic Safety 

PROGRAM Dlfe and P r o p e r t y  P r o t e c t i on

DRU D r l v e r / V c h l e  I o Her v lee a_______
1 3 REQUEST FOR 

j : N E W  POSITION

?riTTwr»inintiinitinrar«i:injBM7iB*anrraj;r»i£E7iEinisnii3 COMPONENT All
(•!' 11 Jli I// I IJI  - 11

P.'ifje 1 of 1

Revised Date
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ran .n r 

1 .

2 .
POSITION TITLE
I n s u r a n c e  C o m p l i a n c e  Unit S up er vi so r

saswarciaDiiiar 
RANCE/STEP

•is

•^namcR

:C0yS;:

I PCN NUMBER

BARC. UNIT 

S u p .

F O R M  12 P A C E / L I N E •APPRIW.
■rrzrsxa&x:'DISW’f*.

TYPE OF PUSH ION 
T FT

STAFF MONTHS 

12
RP NUMBER BRU PRIORITY LOCATION

A n c h o r a g e

ELECTION DISTRICT

CONTINUATION LEVEL AUDITION

I t . 1YPE OF EXPENDITURE AllOullf

1 7 3 ,

PERSONAL SERVICES

5. Salary 3L43 37.7
G. BenefiIs 6.6

7. Supplemental Benefits 2.3

0. Fixed Benefits 2.9
9. 101AL PERSONAL SERVICES 01 it 9.!i
10. Travel 02 5.0
11. CunLrjclua1 03 5.0

. 12- Commodi ties 0‘Y 2 . 0
13. Equipment 0!) 3.0
1 <<. Other

15. 101AL COST 64. 5

RECEIPT CODE FUNDING SOURCE

16. Federal Receipts IU02

17. G.F, Match 1003

1 0 . General Funds 100't 6 4.5

19. l-A Receipts 1005

20. Program Receipts 1020

21. Other

rOR mil  US! ONLY

, . <iA KEY NUMBER —  
L:« Inmr.

. .. . +  m t >.W> I .      . n f R I l

:xx2TjamiTraaCTLiTia7Xii;air;cc:

JUSTIFICATION

The m a n d a t o r y  i n s u r a n c e  laws  requi re that the state 

itake a c t i o n  a g a i n s t  those w h o  do not have l i a b i l it y 

, i n s u r a n c e  or those w ho  c an c e l  pol ic i e s  a ft e r

1 r eg is tr ati on.  A d m i n i s t r a t i o n  of this p r o g r a m  is the 

r e s p o n s i b i l i t y  of t he I n s u r a n c e  C o m p l i a n c e  Unit. The

S u p e r v i s o r  of this unit will act u n d e r  the g e ner al 

d i r e c t i o n  of the C hi ef of V eh i c l e  S er v ic e s  and will be 

re s p o ns ib l e  for the s u p e r v i s i o n  of s ev en  em plo ye es .

T h i s  p o s i t i o n  c ar r i e s  c o n s i d e r a b l e  a u t h o r i t y  in that 

tliis unit has the r e s p o n s i b i l i t y  of s u s p e n d i n g  both 

> , v ehi cle  r e g i s t r a t i o n  and o p e r a t o r ' s  li ce ns e s  of

violators. This will r eq uir e c l o s e  c o o r d i n a t i o n  w i t h

the insur anc e industry, the court system, and law 

enfore.ment a g e n c i e s  to e ns ur e  that a p p r o p r i a t e  and 

timely a c t i o n  is taken a nd  that c o m p l e t e  due p ro c e s s  Is

g i v e n  to the citizen.

The intent of the l aw  is to have 10UZ c om p l i a n ce ,

h o w e v e r  based on o t h e r  states' e x p er i e n c e ,  u s ua ll y only 

(J07. c o m p l i a n c e  is a c h i e ve d.  This wil l requ ire  some 

a c t i o n  be ta ken  on  3 0 , 0 0 0  u n i n s u r e d  v eh ic l e s  and ithelr 

ownersc
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o i d i e  J L v c ^ i ^ i d i u i e

Speaker of the House of Representatives su^ii
Juneau, A I1 O0  99R1J

Official Business .  (007) ■$,'35-3 7 20

A p r i l  1 1 f 1 9 8 3

To: H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F r o m :  J e f f  D a y
A s s i s t a n t  t o  t h e  S p e a k e r

Re: F i s c a l  N o t e  f o r  D e p a r t m e n t  of P u b l i c  S a f e t y  on  S S H B  7

T h e r e  a r e  s e v e r a l  m i s c o n c e p t i o n s  m a d e  i n  t h e  f i s c a l  n o t e
p r o v i d e d  f o r  S S H B  7 t h a t  t h i s  o f f i c e  w i s h e s  to  r e s p o n d  to.
A d d i t i o n a l l y  it is f e l t ,  t h e  f i s c a l  n o t e  is n o t  a n  a c c u r a t e
r e f l e c t i o n  t h e  r e s u l t  o f  t h e  legislc\tion b u t ,  r a t h e r ,  is
i n t e n d e d  to  d i s c o u r a g e  p a s s a g e  o f  t h e  b i l l .

1. T h i s  is v i r t u a l l y  t h e  s a m e  f i s c a l  n o t e  t h a t  w a s  p r o d u c e d  
f o r  t h e  o r i g i n a l  H B  7 d e s p i t e  t h e  f a c t  t h a t  n u m e r o u s  c h a n g e s  
a n d  r e v i s i o n s  w e r e  m a d e  i n  t h e  s p o n s o r  s u b s t i t u t e  ’w i t h  a 
d e s i r e  o f  l o w e r i n g  t h e  p r o p o s e d  f i s c a l  i m p a c t .  I t  is f e l t  
t h a t  t h e  c h a n g e s  i n  S S H B  7 w e r e  n o t  t a k e n  i n t o  c o n s i d e r a t i o n  
in p r e p a r a t i o n  o f  t h i s  f i s c a l  n o t e .

2. T h e  f i s c a l  n o t e  a s s u m e s  an e f f e c t i v e  d a t e  of  J u l y  1, 1983.
I n  f a c t  t h e  b i l l  p r o p o s e s  a n  e f f e c t i v e  d a t e  o f  J u l y  1, 1984 
i n  o r d e r  t o  g i v e  t h e  D e p a r t m e n t  s u f f i c i e n t  t i m e  t o  p r e p a r e  
t o  i m p l e m e n t  t h i s  l e g i s l a t i o n .  T h e  f i s c a l  i m p a c t  in F Y  84 
s h o u l d  b e  m i n i m a l .  T h i s  n o t e  d o e s  n o t  r e f l e c t  t h a t  fact.

3. T h e  f i s c a l  n o t e  s t a t e s  t h a t  e v e r y  c a r  s t o p p e d  in w h i c h  the 
d r i v e r  c o u l d  n o t  p r o v i d e  p r o o f  o f  i n s u r a n c e  w o u l d  h a v e  to be  
i m p o u n d e d .  T h a t  is n o t  t h e  c a s e .  T h e  l e g i s l a t i o n  g i v e s  
d i s c r e t i o n  t o  a p e a c e  o f f i c e r  t o  i m p o u n d  a c a r  on  t h e  
s p ot. I t  d o e s  n o t  m a n d a t e  i m p o u n d m e n t  a t  t h a t  t i m e .  I n  f a c t  '•! 
a p r o v i s i o n  h a s  b e e n  p r o v i d e d  t o  i s s u e  a c i t a t i o n  w h i c h  is 
b e l i e v e d  w i l l  b e  t h e  u s u a l  c o u r s e  o f  a c t i o n  in s u c h  c a s e s .
I m p o u n d m e n t  o n  t h e  s p o t  ?ould o n l y  b e  l i k e l y  i f  a p e a c e  
o f f i c e r  k n o w s  h e  is  d e a l r n g  w i t h  a r e p e a t  o f f e n d e r  o r  
s o m e  s i m i l a r  c a s e .
T h e  f i s c a l  n o t e  r e f l e c t s  t h e  d e s i r e  f o r  t h r e e  s t a t e  t r o o p e r s  
t o  e n f o r c e  t h e  i m p o u n d m e n t  p r o c e d u r e s  w h i c h  it f e e l s  are 
mandated,. S i n c e  t h e  b i l l  d o e s  n o t  m a n d a t e  impoundment,, it 
is f e l t  t h e s e  t r o o p e r s  a r e  n o t  n e e d e d  f o r  t h i s  activity,.
T h i s  c o s t  s h o u l d  b e  e l i m i n a t e d  f r o m  t h e  f i s c a l  n o t e .



It m u s t  a l s o  foe n o t e d  t h a t  t h e  r e q u e s t  f o r  t h e  t h r e e  t r o o p e r s  
i n c l u d e s  25 h o u r s  o v e r t i m e  in t h e i r  p r o p o s e d  s a l a r i e s  w i t h o u t  
j u s t i f i c a t i o n  f r o m  t h e  D e p a r t m e n t .

T h e  f i s c a l  n o t e  a s s u m e s  a c o m p l i a n c e  u n i t  o f  9 p e r s o n s  w i l l  b e  
r e q u i r e d  a l l  b a s e d  i n  A n c h o r a g e .  If all a r e  b a s e d  in A n c h o r a g e ,  
it is s t i p u l a t e d  t h e r e  m u s t  b e  m o r e  s p a c e  m a d e  a v a i l a b l e .  W h y  
m u s t  all n i n e  e m p l o y e e s  b e  b a s e d  in A n c h o r a g e ?

In the j u s t i f i c a t i o n  s e c t i o n s  f o r  t h e  C l e r k  p o s i t i o n s  t h e r e  a r e  
so m e  m i s l e a d i n g  s t a t e m e n t s .  T h e  s i m p l e  c h e c k  f o r  l i c e n s e  a n d  
r e g i s t r a t i o n  w i t h  r e g a r d  t o  l i a b i l i t y  i n s u r a n c e  s h o u l d  n o t  b e  a 
" h i g h l y  s p e c i a l i z e d "  f u n c t i o n  a s  t h e  f i s c a l  n o t e  a s s u m e s .  M i c r o  
f i l m  a n d  c o m p u t e r  t e c h n o l o g y  s h o u l d  m a k e  t h i s  a r e l a t i v e l y  
s i m p l e  t a s k  a l o n g  w i t h  t h e  r e s u l t i n g  f o r m  p a p e r  w o r k .  I t  is 
a g r e e d  t h a t  a c c u r a c y  w i l l  b e  e s s e n t i a l ,  b u t  t h e  q u a l i f i c a t i o n s  
a n d  j u s t i f i c a t i o n  f o r  t h i s  l e v e l  o f  c l e r k  s e r v i c e  a r e  
o v e r s t a t e d .

T h e  f i s c a l  n o t e  a s s u m e s  t h a t  2 0% w i l l  t r y  t o  c i r c u m v e n t  t h e  
law. W h i l e  t h e  t e n  p e r  c e n t  f i g u r e  m a y  b e  l e g i t i m a t e ,  it m u s t  
b e  p o i n t e d  o u t  t h a t  s o m e  s t a t e s  h a v e  s t a t e d  t h a t  o n l y  5% t r y  t o  
c i r c u m v e n t  t h e  law. I n  a n y  c a s e ,  t h e  l e g i s l a t i o n  d o e s  n o t  
d i r e c t  D M V  t o  s e a r c h  a l l  t h e i r  r e c o r d s  a n d  f i n d  t h o s e  w h o  a r e  
t r y i n g  to s l i p  t h r o u g h  t h e  c r a c k s .  It o n l y  d i r e c t s  D M V  t o  t a k e  
a c t i o n  on  t h o s e  t h a t  c o m e  t o  its a t t e n t i o n  t h r o u g h  n o t i f i c a t i o n  
b y  i n s u r a n c e  c o m p a n i e s .  T h e  a s s u m p t i o n  m u s t  a l s o  b e  m a d e  t h a t  
t h i s  law w i l l  p r o v i d e  a n  i n c e n t i v e  for m a n y  u n i n s u r e d  d r i v e r s  
t o  g e t  i n s u r a n c e ,  p r o v i d e  p r o o f  to D M V  a t  t h e  t i m e  o f  
r e g i s t r a t i o n  o r  l i c e n s e  r e n e w a l  o r  t h e  r e g i s t r a t i o n  s i m p l y  w i l l  
not b e  r e n e w e d .  T h e r e  i s  n o  i n t e n t  for D M V  t o  i n i t i a t e  
i n v e s t i a g t i o n s  i n t o  n o n  i n s u r e d  m o t o r i s t s  u n l e s s  t h e r e  is a 
c l e a r  a c t i o n  in w h i c h  a m o t o r i s t  c a n c e l s  a p o l i c y .

T h e  j u s t i f i c a t i o n  f o r  a c l e r k  V  p o s i t i o n  is q u e s t i o n a b l e .  T h e s e  
d u t i e s  c o u l d  b e  c a r r i e d  o u t  b y  the u n i t  s u p e r v i s o r  o r  b y  o n e  o f  
the o t h e r  f o u r  c l e r k  p o s i t i o n s .

In s u m m a r y ,  t h e  f i s c a l  n o t e  r e f l e c t s  a c o s t  t h a t  is s i m i l a r  to 
p r o g r a m s  e n a c t e d  i n  o t h e r  s t a t e s  b u t  w h i c h  d e a l  w i t h  m a n y  m o r e  
v e h i c l e s  t h a n  t h e  n u m b e r  r e g i s t e r e d  in A l a s k a .  T h e r e  a r e  
s e v e r a l  w r o n g  o r  m i s l e a d i n g  a s s u m p t i o n s  t h a t  h a v e  c r e a t e d  w h a t  
is f e l t  t o  b e  an  i n f l a t e d  f i s c a l  n o t e .  T h e s e  a r e a s  s h o u l d  b e  
r e - e x a n i n e d  a n d  t h e  d e p a r t m e n t  s h o u l d  b e  u r g e d  t o  r e a d  t h e  
s p o n s o r  s u b s t i t u t e  a n d  u n d e r s t a n d  it t o  a b e t t e r  d e g r e e  f o r  
p r e p a r a t i o n  o f  a r e v i s e d  f i s c a l  n o te.



Alaska State Legislature

Speaker of the House of Representatives
Official Business

Pouch V 
Slate Capitol 

Juneau, Alaska 99811 
(907) 465 3720

A p r i l  3.8, 1983

T h e  H o n o r a b l e  W a l t  F u r n a c e  
C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
P o u c h  V
Juneau,, A l a s k a  9 9 8 1 1

Re: S S H B  7/ R e p l y  to  l e t t e r  b y  M i c h a e l  T h o m a s  

D e a r  R e p r e s e n t a t i v e  F u r n a c e :

Y o u  h a v e  r e c e i v e d  a l e t t e r  f r o m  M i c h a e l  T h o m a s  w h o  r e p r e s e n t s  
the A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n .  He li s t  a n u m b e r  of 
r e a s o n s  w h y  t h i s  l e g i s l a t i o n  s h o u l d  not b e  e n a c t e d .  I w i s h  to 
o f f e r  the f o l l o w i n g  a r g u m e n t s  for e n a c t m e n t  o f  f-.he 
l e g i s l a t i o n .

F i r s t ,  t h e  i n s u r a n c e  i n d u s t r y  in g e n e r a l  has o p p o s e d  
c o m p u l s o r y  i n s u r a n c e ,  y e t  it h a s  b e e n  e n a c t e d  in a b o u t  2 
d o z e n  s t a t e s .  W h i l e  it h a s  b e e n  r e p e a l e d  in a c o u p l e  a n d  
a m e n d e d  in s o m e  s t a t e s ,  the f a c t  r e m a i n s . . .THE M A J O R I T Y  O F  
T H O S E  S T A T E S  W H I C H  H A V E  T R I E D  T H I S  A P P R O A C H "  H A V E  K E P T  I T . If 
s u c h  l a w s  a r e  so i n n e f f e c t i v e  as the i n d u s t r y  w o u l d  w a n t  y o u  
to b e l i e v e ,  w h y  h a v e  m o s t  o f  the s t a t e s  r e t a i n e d  t h e s e  l a w s ?

T h e  a r g u m e n t s  s a y  t h a t  no  l a w  h a s  p r o v e d  c o m p l e t e l y  e f f e c t i v e  
in a c c o m p l i s h i n g  a 10 0 %  i n s u r e d  m o t o r i n g  p o p u l a t i o n .  W e  d o  
n o t  e x p e c t  100% c o m p l i a n c e .  W e  d o  e x p e c t  two a c c o m p l i s h m e n t s .  
It is b e l i e v e d  t h a t  m o r e  p e o p l e  w i l l  b u y  i n s u r a n c e .  If w e  can 
a c h i e v e  e v e n  90% c o m p l i a n c e ,  t h a t  is a s i g n i f i c a n t  
i m p r o v e m e n t  o v e r  c u r r e n t  e s t i m a t e s .  S o m e  s t a t e s  h a v e  a c h i e v e d  
a n  e v e n  h i g h e r  i n s u r e d  p e r c e n t a g e .  Two, the b i l l  p r o v i d e s  
s t r o n g  d i s i n c e n t i v e s  t o  d r i v e  w h i l e  n o t  i n s u r e d .  I t  is 
b e l i e v e d  t h a t  the p o s s i b i l i t y  of s e v e r e  p e n a l t i e s  w i l l  k e e p  a 
s i g n i f i c a n t  p>ortion o f  u n i n s u r e d  d r i v e r s  o f f  the r o a d  r a t h e r  
t h a n  r i s k i n g  l o s s  o f  d r i v i n g  p r i v e l e g e s  or a m o t o r  v e h i c l e .  
T h e  b i l l  is n o t  a i m e d  s o l e l y  a t  m a n d a t i n g  c o m p l i a n c e .  It a l s o  
s e e k s  to p r o v i d e  an  i n c e n t i v e  for t o  f i n d  a l t e r n a t e  
t r a n s p o r t a t i o n  f o r  t h e  u n i n s u r e d ,  ,,



Re p .  W a l t  F u r n a c e
A p r i l  18, 1 9 8 3

P a g e  2

Th e  l e t t e r  s a y s  that. N o r t h  C a r o l i n a  h a s  h a d  p r o b l e m s  
a c h i e v i n g  s u c c e s s f u l  r e s u l t s  w i t h  its l a w  and " has s t i l l  
le f t  m a n y  v e h i c l e s  u n i n s u r e d . "  H o w e v e r ,  in s t a t i s t i c s  
o b t a i n e d  in 19 8 1  it w a s  l e a r n e d  t h a t  the p r e d i c t i o n  w a s  t h a t  
o n l y  5% e v a d e d  the s y s t e m  a n d  w e r e  u n i n s u r e d .  A n d  o f  the 
a c c i d e n t s  occurip.g in s t a t e  i n v o l v i n g  in s t a t e  d r i v e r s ,  less 
th a n  o n e  h a l f  o f  o n e  p e r  c e n t  w e r e  f o u n d  t o  b e  u n i n s u r e d .  In 
A l a s k a ,  a s u r v e y  of  a c c i d e n t s  s h o w e d  in 1980 a n d  1981 t h a t  
a b o u t  20% of t h o s e  p e o p l e  i n v o l v e d  in a c c i d e n t s  w e r e  
u n i n s u r e d .  T h i s  p o i n t s  o u t  t h a t  the N o r t h  C a r o l i n a  l a w  h a s  
w o r k e d  a n d  I b e l i e v e ,  if we c o u l d  a c h i e v e  t h e i r  s u c c e s s  rate, 
t h e  l e g i s l a t i o n  w o u l d  h a v e  to b e  c o n s i d e r e d  a s u c c e s s .

T w o  p o i n t s  n e e d  to b e  m a d e .  T h e  l e t t e r  f r o m  the i n s u r a n c e  
i n d u s t r y  is m i s l e a d i n g  a n d  v a g u e .  If t h e r e  are i n a c c u r a c i e s  
in this o n e  s e c t i o n ,  I s u b m i t  t h a t  s a m e  v a g u e n e s s  l i k e l y  
p e r s i s t s  t h r o u g h o u t  the l e t t e r .  I n s u r a n c e  i n d u s t r y  
p u b l i c a t i o n s  o n  t h i s  s u b j e c t  a r g u e  v e r y  e f f e c t i v e l y  b u t  in a 
v e r y  v a g u e  m a n n e r .

Th e  l e t t e r  a l s o  i n f e r s  t h a t  c o m p u l s o r y  i n s u r a n c e  d o e s n ' t  w o r k  
b e c a u s e  s t a t e s  s t i l l  m a n d a t e  t h e  o f f e r i n g  of u n i n s u r e d  
insurance, F i r s t ,  y o u  m u s t  r e a l i z e d  u n i n s u r e d  o r  u n d e r i n s u r e d  
i n s u r a n c e  is n o t  r e q u i r e d  b y  a n y  d r i v e r .  It c a n  be w a i v e d  by 
the i n s u r e d .  B u t  i t ' s  o f f e r i n g  a l l o w s  a p e r s o n  to t a k e  A L L  
p r e c a u t i o n s  to p r o t e c t  h i m s e l f .

The l e t t e r  i n f e r s  t h a t  t h i s  l a w  w o u l d  b e  e a s y  to a v o i d  and 
th a t  a m o t o r i s t  w i l l  c a n c e l  i n s u r a n c e  the d a y  a f t e r  h e  b u y s  
it to c o m p l y  w i t h  t h e  law. W h i l e  it is r e c o g n i z e d  a s m a l l  
h a r d  c o r e  p e r c e n t a g e  m i g h t  d o  this, o n c e  a g a i n  t.V:ere are 
d i s i n c e n t i v e s  in t h e  b i l l  t h a t  w i l l  m a k e  p e o p l e  r e a l l y  t h i n k  
a b o u t  t a k i n g  t h e  c h a n c e  of  getting* c a u g h t  w i t h o u t  i n s u r a n c e .
I d o n ' t  b e l i e v e  t h e r e  is a n o t h e r  s t a t e s  v/hich h a s  p r o p o s e d  as 
se v e r e  p e n a l t i e s  as t h i s  l e g i s l a t i o n  s e e k s  to  d o  for n o n  
c o m p l i a n c e .  T h e r e  h a s  n o t  b e e n  s e r i o u s  o b j e c t i o n  to the 
n o t i f i c a t i o n  r e q u i r m e n t s  p l a c e d  on i n s u r a n c e  c o m p a n i e s  b y  
this l e g i s l a t i o n  a t  t h i s  p o i n t .  N o r t h  C a r o l i n a  has r e p o r t e d  
r e d u c e d  c o s t  a n d  a d m i n i s t r a t i v e  b u r d e n  b y  r e q u i r i n g  
n o t i f i c a t i o n  b y  i n s u r a n c e  c o m p a n i e s  o f  c a n c e l l a t i o n  o n l y  
w i t h i n  the f i r s t  s i x  m o n t h s  o f  p o l i c y  i s s u a n c e .  T h i s  is w h a t  
o u r  b i l l  p r o p o s e s  t o  r e q u i r e .

Nobod, is a s s u m i n g  the law w i l l  c o s t  n o t h i n g  t o  e n f o r c e .  It 
w i l l  t a k e  e f f i c i e n t  e n f o r c e m e n t  a n d  a s u b s t a n t i a l  a m o u n t  of 
money. It is n o t  b e l i e v e d  it w i l l  r e q u i r e  w h a t  Dept, of 
P u b l i c  s a f e t y  is a s k i n g  for in a f i s c a l  note.
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T h e  b i l l  alor* i n f e r s  t h a t  p r e m i u m s  w i l l  r i s e  d r a m a t i c a l l y  if 
t h i s  p r o g r a m  is a d o p t e d .  F i r s t  it is o b v i o u s  p r e m i u m s  w i l l  
r i s e  if h i g h e r  m i n i m u m  l i a b i l i t y  l i m i t s  a r e  a d o p t e d .  T h e  
d e s i r e  to r a i s e  the li/.??ts m a y  b e  a b a r g a i n i n g  i t e m  e v e n  
t h o u g h  it is n o t  b e ] i e v e a  r a t e s  w i l l  i n c r e a s e  as 
s u b s t a n t i a l l y  a s  p r o p o s e d .  W h e t h e r  t h e r e  m a y  b e  an i n c r e a s e  
in p r e m i u m s  s i m p l y  as a r e s u l t  o f  m a n d a t o r y  i n s u r a n c e  is 
s u b j e c t  t o  d e b a t e .  T h e  r e m o v a l  o f  the h i g h e r  m i n i m u m  l i m i t s  
n e g a t e s  m u c h  o f  the l e t t e r ' s  a r g u m e n t ,  h o w e v e r .

T h e  l e t t e r  s a y s  t h a t  s t u d y  o f  a l t e r n a t i v e s  h a s  n o t  b e e n  
u n d e r t a k e n  o n  h o w  t o  i m p r o v e  c u r r e n t  law. A  s u b s t a n t i a l  
d i r e c t i v e  h a s  b e e n  r e c e i v e d  f r o m  the p u b l i c  f o r  m a n d a t o r y  
i n s u r a n c e .  T h e  p u b l i c  w a n t s  a c t i o n  n o w . . n o t  a study.

C o n c l u s i o n

N o  o n e  h a s  e v e r  a s s u m e d  e n a c t m e n t  c f  t h i s  l e g i s l a t i o n  w i l l  
r e s u l t  in a 10 0 %  i n s u r e d  m o t o r i n g  p u b l i c .  B u t  r e s u l t s  f r o m  
o t h e r  s t a t e s  h a v e  s h o w n  s i m i l a r  laws d o  i n c r e a s e  t h e  n u m b e r  
o f  i n s u r e d  d r i v e r s .  A  c o m b i n a t i o n  of m a n d a t o r y  l i a b i l i t y  
i n s u r a n c e  a n d  t h e  o f f e r i n g  of u n i n s u r e d  a n d  u n d e r i n s u r e d  
i n s u r a n c e  c o u p l e d  w i t h  r e t e n t i o n  of t h e  c u r r e n t  f i n a n c i a l  
r e s p o n s i b i l i t y  l a w  is the m o s t  e f f e c t i v e  w a y  t o  c l o s e  
l o o p h o l e s  a n d  p r o t e c t  the p u b l i c .

O t h e r  s t a t e s  h a v e  e n c o u n t e r e d  p r o b e m s  w i t h  the law, b u t  m o s t  
s t a t e s  t h a t  h a v e  e n a c t e d  t h e  l a w  H A V E  K E P T  IT. O b v i o u s l y ,  
s o m e t h i n g  b e n e f i c i a l  is h a p p e n i n g .  It is r e a l i z e d  t h e r e  w i l l  
l i k e l y  b e  a m e n d m e n t s  to t h i s  law in t h e  f u t u r e  if a d o p t e d .  
B u t  it is a g o o d  s t a r t i n g  p o i n t .  E f f o r t s  h a v e  b e e n  t a k e n  to 
c h o o s e  t h e  b e t t e r  p a r t s  o f  l e g i s l a t i o n  f r o m  m a n y  s t a t e s  so 
t h a t  it is e f f e c t i v e  a n d  c o s t  e f f i c i e n t .

T h e  i n s u r a n c e  i n d u s t r y  h c s  a v e r y  w e l l  f i n a n c e d  l o b b y i n g  
e f f o r t  to w a r d  o f f  t h e s e  l a w s  w h e n  t h e  c r o p  u p  a r o u n d  the 
n a t i o n .  I c a u t i o n  \'.he c o m m i t t e e  n o t  tp  be m i s l e d  b y  v a g u e  
f a c t s  o r  m i s r e p r e s e n t a t i o n s  in s t a t e m e n t .  I b e l i e v e  the 
p u b l i c  h a s  e x p r e s s e d  an i n t e r e s t  in t h i s  l e g i s l a t i o n  a n d  it 
is t h e  r e s p o n s i b i l i t y  of t h e  l e g i s l a t u r e  to  r e p r e s e n t  the 
p u b l i c . . n o t  t h e  i n s u r a n c e  i n d u r t r y .

T h i s  o f f i c e  r e m a i n s  o p e n  to w o r k  w i t h  o t h e r s  s e r i o u s l y  
c o n c e r n e d  w i t h  a d d r e s s i n g  t h i s  p u b l i c  c o n c e r n .

\
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au to  id en t in ca t ion  c a r a
W H I T E  P L A I N S .  NY -  R o b e r t  E.  

M c r r i m . m ,  execu t ive vice p r e s i d e n t  of 
t h e  r e c e n t l y  m erg ed  I1 R/A C0R D  Cor ­
p o r a t i o n .  has  announced the  ava i l abi l ­
i ty of  a un i f o rm  automobile ins u ra n c e  
id e n t i f i c a t i on  ca rd  effective F e b r u a r y  
15. S ix  o f  th e  18 s t a t e s  tha t  r equ ire  
p r oo f  o f  insurance as pa r t  if t h e i r  
m a n d a t o r y  automobi le  ins u r anc e  l aws 
h a v e  a p p r o v e d  the  A C O R D  fo rm.  
T h r e e  o t h e r  s l a t e s  a p p e a r  to  be  
n e a r i n g  a p p r o v i n g  it .  a n d  s e v e r a l  
o t h e r s  h a v e  indicated tha t  th e y  a re  
look ing  fav or ab ly  upon it.

T h o s e  s t a t e s  where  the  ca rd  has  
b e e n  a p p r o v e d  include Colo rado.  Con­
n e c t i c u t ,  D e l a w a r e .  M o n t a n a  a n d  
T e x a s .  K a n s a s  a l so  has  g i v e n  i t s  
a p p r o v a l ,  b u t  has limited i t s  use to 
p r i v a t e  p a s s e n g e r  automobile s.

C o m p a n i e s  a l so a r e  r e q u i r e d  to  
p r i n t  a n d  d is t r ibu te  ID ca r ds  o f  some  
t y p e  i n  F l o r i d a .  G e o r g ia .  H a w a i i .  
Idaho .  K e n t u c k y ,  Michigan.  N e v a d a .  
N e w  J e r s e y ,  New  York,  Oklaho ma ,  
P e n n s y l v a n i a ,  a nd  W e s t  V i r g i n i a .  
S o m e  c o m p a n i e s  also issue I D ’s on a 
v o l u n t a r y  bas is  in s t a t e s  w h e r e  the y  
a r e  no t  r e q u i r e d .  Al though t h e  m a jo r ­
i ty  o f  t h e s e  fo rms  a r e  s i m i l a r  in 
a p p e a r a n c e ,  e a c h  j u r i s d i c t i o n  h as  
some  u n i q u e  conlcnt  or s ize r e q u i r e ­
m e n t ,  n e c e s s i t a t i n g  s e p a r a t e  fo rms  
which  wil l  comply with t h e  s t a t e ’s 
r e g u l a t i o n .

R e i n s u r a n c e  arbi t rat i on 
p r o g r a m  o t t e r ed  by IAF

N E W  YORK — A new a r b i t r a t i o n  
p r o g r a m  to  help insurer s  a nd  r e i n s u r ­
e r s  s p e e d i l y  resolve their  d i s p u t e s  has  
bee n  d e v e l o p e d  by I n s u n n c e  A r b i t r a ­
t ion  F o r u m s ,  Inc.

T h e  “ E x cess /P r imary  R e in s u r a n c e  
A r b i t r a t i o n "  p r o g r a m  p r o v i d e s  an  
e f f e c t i v e  vehicle for the s e t t l e m e n t  of 
i n t e r - i n s u r e r  d isputes ,  a c c o r d i n g  to 
R e r n a r d  L. Hines  Jr . ,  e xe cu t iv e  d i r ec ­
to r  o f  I A F ,  a n o n p r o f i t  i n d u s t r y  
o r g a n iz a t i o n .

" T h i s  p r o g r a m  will enab le  i n s u r e r s  
a n d  r e i n s u r e r s  to  r e s o l v e  t h e i r  
d i s p u t e s  m o r e  qu ic k ly  a n d  e f f i ­
ciently."* he  said.

P r i o r  to  the  e s t a b l i sh m e nt  o f  the  
I A F  p r o g r a m ,  th e re  wer e  no formal  
ru le s  t o  g u a r a n t e e  an ob je c t iv e  and  
p r o m p t  s e t t l e m e n t  of a r e i n s u r a n c e  
d i s p u t e ,  s a id  Hines.

N o w .  t h r o u g h  I A F ’s na t iona l  n e t ­
work .  c a s e s  involving all t y p e s  of  r e i n ­
s u r a n c e  d i sp u t es  a re  being  hand led  
a c c o r d i n g  to  specific a r b i t r a t i o n  rules ,  
he s a i d .  In addi t ion,  the  e n t i r e  a r b i ­
t r a t i o n  p r o ce ss  takes  only 60 to  90 
days .

U n d e r  t h e  r e i nsu ra nce  p r o g r a m ,  
d i s p u t i n g  pa r t i e s  choose th e  he a r in g  
s i t e a n d  p a r t i c i pa te  in the  se lec t ion  of

The n e w  c o s
T h e o r i e s  of liability have develop) 

legal  s c h o la r s  and  u n d e rw r i te r s  of a 
T h e  l a t e s t  and  p e rh a p s  the hardeij 

of l iab i l i ty  for  wrongful  life . . .  not  
t h e o r y  w a s  a c c ep ted  by the Wasl  
( J a n u a r y  14 I N S U R A N C E  WEEK) a 

U n d e r  th e  r e c e n t  rul ing of the W 
t h e i r  p a r e n t s  may recover  damages  
p r o p e r l y  inform e x p e c ta n t  paren ts  
p r e v e n t e d  th e  choice of abort ion.

I t  is d iff icul t  to a rg u e  against  the 
s u r e  f rom  a phys ician  concerning 
u n b o r n  child.  I t  is logical in some i 
th e  r i g h t  to dec ide on abort ion coul 
d o c to r  w h o  failed to properly  inforr 
d e fec t s .  H o w e v e r ,  the  ruling th a t  tl 
d a m a g e s  a g a i n s t  the  doctor  in favor 
is s t r e t c h i n g  the  judicial  function be 

M o s t  of  us will ag re e  tha t  we car 
s t a n c e s  u n d e r  which we would prc 
t h e  c o u r t  to a w a rd  dam ages  to a 
w ro n g fu l ly  p e r m i t t i n g  the child to 
m a l ion  t h a t  could have  resu lt ed  in a 
j u r y  to  place  a nega t ive  measuremer  

P e r m i t t i n g  recoveri es  for wron 
l iabil i ty to tn e  unborn  and to the a 
ho ld ing  phys ic ians  liable for the s 
p e r m i t t i n g  th e m  to die.

W r o n g f u l  life liability and the i 
e x p a n s io n  of liabil ity for medical s 
p r e s s u r e s  on medical  pract i t ioners  
in c re a s e  cos ts  for pa t ien ts .

a r b i t r a t o r s  f r o m  I A F ’s g r o u p  o f  fr
e x p e r i e n c e d  r e in su r a n c e  execut ives.  Ii
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TO: R e p r e s e n t a t i v e  Sally Smith

FROM: P e t e r  3. F r o e h l i c h

RE: U n i n s u r e d  M o t o r i s t s  a nd the M o t o r  V e h i c l e  S a f e t y  R e s p o n s i b i l i t y

A c t  (AS 28.20) (Research R e q u e s t  No. 69)

You r e c e n t l y  a s k e d  this agency to explore p o s s i b l e  m e t h o d s  to " t i g h t e n  

up" the M o t o r  V e h i c l e  S a f e t y  R e s p o n s i b i l i t y  A ct (AS 28.20). I n  the 

course of o u r  r e s e a r c h  on the Act, we l e a r n e d  that the S e n a t e  C o m m e r c e  

C o m m i t t e e  h a s  b e e n  s t u d y i n g  the same issue. T h a t  c o m m i t t e e  h a s  received 

a r e p o r t  f r o m  R i c h a r d  31cck, former d i r e c t o r  of the D i v i s i o n  o f  Insurance, 

a d d r e s s i n g  a m e n d m e n t s  to the Act, as w e l l  as o t h e r  a p p r o a c h e s  to the 

p r o b l e m  .of u n i n s u r e d  m o t o r i s t s  in Alaska. S e n a t o r  B r a d l e y  h a s  recently 

i n t r o d u c e d  o ne b i l l  as a r e s u l t  of Mr. B l o c k ' s  r e p o r t  (S3 4 60 a u t h o r i z i n g  

m u n i c i p a l i t i e s  to i m p o s e  m a n d a t o r y  insurance). A n o t h e r ,  w h i c h  w i l l  

amend and t i g h t e n  u p  the M o t o r  Vehicle S a f e t y  R e s p o n s i b i l i t y  A c t  is 

c u r r e n t l y  b e i n g  d r a f t e d  b y  the L e g a l  Services D i v i s i o n  of the L e g i s l a t i v e  

Affairs A g e n c y  f o r  the cccmittee.

In l i g h t  of the e x i s t e n c e  of Mr. Block's r e p o r t  a n d  the l e g i s l a t i o n  

w h i c h  S e n a t e  C o m m e r c e  C o m i t t e e  intends to i n t r o d u c e  a m e n d i n g  the Act, 

you h a v e  i n s t r u c t e d  us that com p l e t i o n  of our r e s e a r c h  p u r s u a n t  to your 

request w a s  n o t  n e c essary. Nonetheless, w e  o f f e r  this m e m o r a n d u m  as a 

br i e f  s u m m a r y  o f . o u r  w o r k  thus far.

The p r o b l e m  a t  b a n d  is that o v e r  50% or the r e g i s t e r e d  p r i v a t e  vehi c l e s  

in A l a s k a  a re c o m p l e t e l y  uninsured. In 1978, a c c o r d i n g  to D i v i s i o n  of 

I n s u r a n c e  s t a t i s t i c s ,  the figure was 49.1%. A l t h o u g h  that y e a r  is the 

most r e c e n t  f o r  w h i c h  c o m p l e t e  data is a v a ilable, the trend h a s  b e e n  an 

increase i n  the f i g u r e  each year.

The a n s w e r  to the p r o b l e m  is not at all simple, and m a n y  p o s s i b i l i t i e s  

-n a v e  b e e n  s u g g e s t e d .  M a n d a t o r y  i nsurance a p p ears to b e  the l e a s t  popular 

for s e v e r a l  reas o n s .  In the states w h i c h  have, t r i e d  it, e n f o r c e m e n t  and 

a d m i n i s t r a t i o n  has b e e n  am e x pensive b u r d e n  and i n s u r a n c e  r a t e s  h a v e  

often c l i m b e d  f a s t e r  t h a n  in states w i t h o u t  m a n d a t o r y  i n s u r a n c e .
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"No f a u l t "  i n s u r a n c e  is p e r haps a more w o r k a b l e  solution, but has n ot 

b e e n  p o p u l a r  w i t h  i n s u r a n c e  carriers, attorneys a n d  others in A l a s k a  

w h e n  it h a s  b e e n  c o n s i d e r e d  b y  the l e g i s l a t u r e  in t h e  past.

A m e n d m e n t  of the e x i s t i n g  M o t o r  V e h i c l e  S afety R e s p o n s i b i l i t y  A ct m a y  be 

the m o s t  f e a s i b l e  a n s w e r .  Thi s  a p p r o a c h  w o u l d  take advantage of the 

m a i n  b o d y  o f  a n  e x i s t i n g  c h a pter of the A l a s k a  Statutes. It w o u l d  

t h e r e f o r e  r e s u l t  in less d i s r u ption, a d j u s t m e n t  a n d  staff i n c r e a s e  in 

the e x i s t i n g  b u r e a u c r a c y  w h i c h  i m p lements the Act. It w o u l d  b e  s i m p l e r  

b o t h  to l e g i s l a t e  a n d  to administer. Because fewer p e o p l e  w o u l d  be 

f o r c e d  b y  l a w  to b u y  insurance, i n d i v i d u a l  f r e e d o m  of c hoice w o u l d  b e  

p r e s e r v e d  to a g r e a t e r  degree. W h i l e  all poss i b l e  p r o b l e m s  w i t h  u n i n s u r e d  

dr i v e r s  w o u l d  n o t  b e  solved, s i g n i f i c a n t  i m p r o v e m e n t  could r esult fro m  

a m e n d i n g  t h e  Act.

The M o t o r  V e h i c l e  S a f e t y  R e s p o n s i b i l i t y  A ct w a s  e n a c t e d  in 1959 d u r i n g  

the f i r s t  l e g i s l a t i v e  s e s s i o n  a f t e r  Statehood. 'Hie Act deals w i t h  two 

s e p a r a t e  sub j e c t s :  1) the r e q u i r e m e n t  of d e p osit o f  security b y  u n i n s u r e d

m o t o r i s t s  i n v o l v e d  i n  an a c c i d e n t  (AS 2 8 . 2 0 . 0 5 0 - 2 2 0 ) ;  and 2) the r e q u i r e - '  

m e n t  of p r o o f  of f i n a n c i a l  r e s p o n s i b i l i t y  for the f u t u r e  b y  m o t o r i s t s  

c o n v i c t e d  of c e r t a i n  offenses or involved in an a c c i d e n t  (AS 2 8 . 2 0 . 2 3 0 -  

600). T h e  A c t  has b e e n  a m e n d e d  13 times from 1964 through 1977. However, 

non e  of t h e s e  a m e n d m e n t s  w e r e  r e a l l y  substantive. The y  m e r e l y  ma d e  

m i n o r  c h a n g e s  such as r a i s i n g  d o l l a r  amounts (e.g., ch 202 S L A  1976 and 

ch 144 S L A  1977), r e p e a l i n g  s o m e  sections and s u b s e c t i o n s  (e.g., 53 S LA 

1973 a nd c h  135 S L A  1977), and s u b s t i t u t i n g  the D e p a r t m e n t  of P u b l i c  

S a f e t y  f o r  the D e p a r t m e n t  of R e v e n u e  in the a d m i n i s t r a t i o n  of the Act 

(e.g., ch 214 SLA 1 9 7 6 ) .  A l t h o u g h  the A l a s k a  S u p r e m e  Co u r t  m a d e  s e v e r a l  

s p e c i f i c  s u g g e s t i o n s  for s u b s t a n t i v e  a m e ndments to the A c t  in P a u l s o n  

vs. N a t i o n a l  I n d e m n i t y  Co. 498 P2 d 7 3 1  (AK 1972), n o  remed i a l  a c t i o n  was 

t a k e n  by the l e g i s l a t u r e .  T h e  A c t  h as b e e n  s i g n i f i c a n t l y  i n t e r p r e t e d  in 

one o t h e r  A l a s k a  S u p r e m e  Court case, Hart vs. N a t i o n a l  I n d e m n i t y  Co.

422 P2 d l 0 1 5  (AK 1967). It h a s  b e e n  cited or a p p l i e d  in at least 9 

o t h e r  c ases, i n c l u d i n g  three A l a s k a  Supreme Court cases, two F e d e r a l  

D i s t r i c t  C o u r t  cases, a n d  fo u r  A l a s k a  Superior C o u r t  cases.

S e v e r a l  a m e n d m e n t s  to the A c t  h a v e  b e e n  suggested e i t h e r  b y  others 

c o n t a c t e d  d u r i n g  o u r  r e s e a r c h  or b y  the research itself. First, of 

course, a r e  the s u g g e s t i o n s  of the A l a s k a  Supreme C o u r t  in the P a u l s o n  

d e c i s i o n  4 9 8  P 2  d 7 3 1  at 737. T h e s e  suggestions a re directed at t i g h t e n i n g  

the. r e q u i r e m e n t s  of the s e cond part of the Act for proof of f i n a n c i a l  

r e s p o n s i b i l i t y  for the f u t u r e  b y  mot o r i s t s  i n v o l v e d  in accidents. The 

c o u r t  s u g g e s t e d  the r e p e a l  of l a n g u a g e  in AS 2 8 . 2 0 . 4 1 0  and 440 w h i c h  

“allow s  a m o t o r i s t  to s a t i s f y  the act by insuring o n l y  one of s e v e r a l  

v e h i c l e s  h e  owns.
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Two ame n d m e n t s  w e r e  sug g e s t e d  b y  K e n  M o o r e ,  d i r e c t o r  of the D i v i s i o n  of 

I n s u r a n c e  in a J a n u a r y  24, 1980 l e t t e r  to S e n a t o r  Hackney. These a m e n d­

ments w o u l d  1) p r e v e n t  r e g i s t r a t i o n  of a v e h i c l e  or renewal thereof by 

anyone r e q u i r e d  u n d e r  the A c t  to file p r o o f  of r e s p o n s i b i l i t y  for the 

future w h o  d id n o t  do so; and 2) m a k e  a n y  f a l s i f i c a t i o n  of such proof 

p u n i s h a b l e  by a f i n e  or j a i l  sentence. T h e  l atter suggested a m e n d m e n t  

appears to be c o v e r e d  b y  e x i s t i n g  AS 28.20.570. T h e  first suggestion, 

e s s e n t i a l l y  t i g h t e n i n g  the r e l a t i o n s h i p  b e t w e e n  the A ct and AS 28.10 

(Vehicle R e g i s t r a t i o n )  appears to b e  n e c e s s a r y  and desirable; however, 

it w o u l d  b e  s u s c e p t i b l e  to d e v i o u s  c o m p l i a n c e  b y  a n  individual who 

o b t a i n s  a n  i n s u r a n c e  policy, r e g i s t e r s  h i s  car, and then cancels h is 

policy. . . .

A n o t h e r  p o s s i b l e  a m e n d m e n t  to t i g h t e n  the A ct w o u l d  b e  repealing AS 

28.20.260(b) w h i c h  exempts a n y o n e  i n v o l v e d  in an a c c i d e n t  w ho establ i s h e s  

bis f r e e d o m  f r o m  fault in c o u r t  f r o m  the proof of fin a n c i a l  r e s p o n s i b i l i t y  

in the f u t u r e  requir e m e n t .  T h e  D e p a r t m e n t  of P u b l i c  Safety i n  13 A A C  0 8 . 1 1 0  

has i m p l e m e n t e d  this s e c t i o n  b y  p r o v i d i n g  that onl y  those w ho "in the 

d e p a r t m e n t ' s  o p i n i o n "  stand a " r e a s o n a b l e  p o s s i b i l i t y "  of be i n g  held 

liable in co u r t  n e e d  p r o vide the r e q u i r e d  proof. El i m i n a t i n g  the e x e m p t i o n  

of AS 2 8 . 2 0 . 2 5 0 ( b )  w o u l d  force m o r e  p e o p l e  to pr o v e  financial r e s p o n s i b i l i t y  

and save the d e p a r t m e n t  from m a k i n g  its f i n d i n g  as to reasonable p o s s i b i l i t y  

of liability. Howe v e r ,  it w o u l d  also fo r c e  i n n o c e n t  parries to accidents' 

to buy w h a t  w o u l d  p r o b a b l y  be h i g h  risk, hig h  cost " SR 22" insurance.

One lest a m e n d m e n t  w h i c h  h as b e e n  s u g g e s t e d  m a y  b e  the most e f fective 

measure. It is a s u g g e s t i o n  w h i c h  a p p a r e n t l y  a r o s e  from Mr. 31ock's 

report no the S e n a t e  C o m m e r c e  C o m m i t t e e  and will b e  included in that 

committee's bill. This a p p r o a c h  w o u l d  f o l l o u  the e x a mple of K e w  M e x i c o  

and enact a f a i r l y  stiff p e n a l t y  (fine a n d / o r  jail) for any u n i n s u r e d  

moto r i s t  w h o  is i n v o l v e d  in a n  a c c i d e n t  i n  w h i c h  h e  h as any fault.

In conclusion, w e  should n o t e  tba t  the w h o l e  are a  of a u t o mobile i n s u r a n c e  

and s o lutions to the p r o b l e m  of u n i n s u r e d  m o t o r i s t s  is very complex, 

and no p e r f e c t  s o l u t i o n s  s e e m  to b e  available. If y o u  cave any fut'ner 

questions or' d e s i r e  any a d d i t i o n a l  b a c k g r o u n d  i n f o r m a t i o n  on this m a t t e r ,  

please c o n t a c t  us.

?3F/dp
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A  S t u d y  of U n i n s u r e d  M o t o r i s t s  

I n v o l v e d  in R e p o r t e d  A u t o m o b i l e  A c c i d e n t s

Over vi ew

A  s t u d y  o f  the c h a r a c t e r i s t i c s  of u n i n s u r e d  m o t o r i s t s  and of the 

v e h i c l e s  t h e y  d r i v e  h as  be en  d o n e  by the P e r s o n a l  L i n e s  C o m m i t t e e  of the 

A l l - I n d u s t r y  R e s e a r c h  A d v i s o r y  C ou n c i l (A1RAC). T h i s  s t u d y  w a s  b a se d  on 

d a t a  o b t a i n e d  f r o m  o f f i c i a l  a c ci d e n t  report forms filed wi th  m o t o r  v e h i­

cle d e p a r t m e n t s  in s e v e n  s t a t e s — C a l i f o r n i a ,  F l o r i d a ,  L o u i s i a n a ,  N or th 

C a r o l i na ,  O r e g o n ,  V i r g i n i a ,  an d West V i r g i n i a .  It w as  a s s u m e d  that a 

v e h i c l e  w a s  u n i n s u r e d  i f  the a c c i d e n t  report did not s h o w  the v e h i c l e  was 

insure d, or if th e d r i v e r  at the time of the a c c i d e n t  w a s  o t h e r  than the 

o w n e r  and n o  i n s u r a n c e  w a s  s h ow n .

M a j o r  f i n d i n g s  f r o m  this study of u n i n s u r e d  d r i v e r s  i n v o l v e d  in 

r e p o r t e d  a c c i d e n t s  w e r e  as fol lo w s :

1. A b o u t  702 o f  the u n i n s u r e d  m o t o r i s t s  in the s t u d y  w e r e  ma le s .

I n  al l a c c i d e n t s  ( i n c l u d i n g  both i n s u r e d  and u n i n s u r e d ) ,  al­

m o s t  702 o f  the d r i v e r s  w e r e  m al es ,  also. Thus, the re does 

not a p p e a r  to be a n y  s i g ni f i c a nt  d i f f e r e n c e  by sex in the in­

s u r e d  p o p u l a t i o n  and the u n i n s u r e d  p o p u l a t i o n .  It is i n t e r­

e s t i n g  to n o t e  that males, ubo m a k e  up 532 of  all l i c e n s e d

d r i v e r s ,  w e r e  i n v o l v e d  in a d i s p r o p o r t i o n a t e  s har e of a c c i­

d e n t s .

2. U n i n s u r e d  m o t o r i s t s  tended to be y o u n g e r  d r i v e r s .  S o m e  4 62  of

t he  u n i n s u r e d  m o t o r i s t s  in the s tu d y  w e r e  u n d e r  age 25 c o m p a r­

ed  w i t h  382 o f  all d rive rs in vo lv e d  in a c c i d e n t s  and 2 2 2  of 

all l i c e n s e d  d r i v e r s  in the seven s u r v e y  state s.

3. A b o u t  302  o f  the u n i n s u r e d  m o t o r i s t s  w e r e  not o w n e r s  of the
vr.

v e h i c l e s  d r i v e n  in the r e p o r t e d  a c c i d e n t s .  Y o u n g e r  d r i v e r s  

w e r e  less l i k e l y  t h a n  older dr iv e r s  to be o w n e r s  ( p o s s i b l y  a

r e f l e c t i o n  of y o u n g  pe opl e d r i v i n g  p a r e n t s '  c ar s) .
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A  l a r g e  p r o p o r t i o n  •of the u n i n s u r e d  v e h i c l e s  w e r e  o l d e r  

m o d e l s .  S om e  4 6X  o f  the u n i n s u r e d  v e h i c l e s  in the s t u d y  cere 

1971 m o d e l s  or o ld e r  c o m p a r e d  w i t h  3 6X  o f  all cars in o p e r a­

tion.

.5. A s p e c i a l  a n a l y s i s  of  the areas of r e s i d e n c e  of the u n i n s m r e d  

m o t o r i s t s  e x a m i n e d  levels, oi i n c o m e  arid of m o b i l i t y .  T h i s  

a n a l y s i s  s u g g e s t e d  that f a i l u r e  to h a v e  a u t o  i n s u r a n c e  was not 

r e s t r i c t e d  to a l i m i t e d  s eg me nt  of the p o p u l a t i o n  (i.e., the 

u n i n s u r e d  m o t o r i s t s  w e r e  not c o n c e n t r a t e d  in any p a r t i c u l a r  

t y p es  of a r e a s . )
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I n t r o d u c t i o n

A l t h o u g h  t h e  m a g n i t u d e  of the p r o b l e m  p r e s e n t e d  b y  the u n i n s ur ed  

d r i v e r  t o  the i n s u r e d  p u b l i c  and to the a u t o  i n s u r a n c e  i n d u s t r y  is d i f f i­

cu l t  to m e a s u r e ,  it h a s  b e e n  a l l e g e d  that the n u m b e r  of u n i n s u r e d  drive rs 

is i n c r e a s i n g  a nd  that a m a j o r  r e a s o n  for car o w n e r s  d r i v i n g  w i tho ut 

i n s u r a n c e  is the h i g h  cost of such  a uto i n s u r a n c e .  In 1978, the P er so n a l  

L i n e s  C o m m i t t e e  of the A l l - I n d u s t r y  R e s e a r c h  A d v i s o r y  C o u n c i l  (AIRAC) 

c h a r g e d  a s u b c o m m i t t e e  w i t h  e x p l o r i n g  c h a n g e s  in c o n s u m e r  b e h a v i o r  re­

s u l t i n g  f r o m  i n c r e a s e s  in auto insurar.ee p r e m i u m .  O n e  pr o j e c t ini tia ted  

b y  this s u b c o m m i t t e e  w as  s s t u d y  of the c h a r a c t e r i s t i c s  of u n i n su r e d  

m o t o r i s t s  and o f  the v e h i c l e s  th e y  d r i v e .  T h i s  r e p o r t  s um ma r i z e s  the 

r e s u l t s  of  that study.

M e t h o d o l o g y

R e c o g n i z i n g  the l i m i t a t i o n s  of e x a m i n i n g  a g g r e g a t e  s t at is t i c s  c o m­

p a r i n g  c a r  r e g i s t r a t i o n s  w i t h  i n s u r e d  ca r s  and o f s u r v e y i n g  c o n s u m e r  a t­

ti t u d e s  and b e h a v i o r  ( p o s s i bl e  s e l f - r e p o r t i n g  b i a s ) ,  the a p p r o a c h  taken 

i n  this s t u d y  w a s  to e x a m i n e  i n f o r m a t i o n  p r o v i d e d  on o f f i c i al  a ccident 

r e po r t  f o r m s  t h a t  d e s c r i b e d  a c c i d e n t s  i n v o l v i n g  p r i v a t e  p a s s e n g e r  v e h i­

cl e s .  I n f o r m a t i o n  a bo ut  u n i n s u r e d  d r i v e r s  and v e h i c l e s  was pro v i d ed  by 

m o t o r  v e h i c l e  d e p a r t m e n t s  in s e v e n  sta te s f r o m  the r e p o r t s  of a cc id ent s 

that o c c u r r e d  d u r i n g  a o n e - m o n t h  pe rio d or f r o m  r e p o r t s  p r o c e s s e d  dur ing  

a o n e - m o n t h  p e r i o d .  F o r  the p u r p o s e  of this s t u d y ,  it was a s s ume d a v e ­

h i c l e  w a s  u n i n s u r e d  if the a c c i d e n t  re p o rt  did not s h o w  that the v ehi cle  

w a s  i n s u r e d .  A l s o ,  if the d r i v e r  wa s o t h e r  t h a n  the o w n e r  and no i n s u r­

an c e  was shown, it w a s  a s s u m e d  that t h er e  w a s  n o  i n s u r a n c e  a p p li cab le.  

It s h o u l d  be n o t e d  that da t a  in this s t u d y  d e s c r i b i n g  u n i n s u r e d  drive rs 

w e r e  b a s e d  s o l e l y  on a c c i d e n t  r ep o r t s  f ile d in the s e v e n  su r v e y states, 

a n d  no e f f o r t  w a s  m a d e  in the c o u r s e  of this s t u d y  to v e r i f y  the a c cu r a c y  

o r  c o m p l e t e n e s s  o f  t hes e rep orts.

3
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I n f o r m a l i o n  w a s  o b t a i n e d  f r o m  the s t a t e s  of C a l i f o r n i a ,  Flo r i d a,

L o u i s i a n a ,  N o r t h  C a r o l i n a ,  O r e g o n ,  V i r g i n i a ,  and W e s t  V i r g i n i a  u s i n g  s ur­

v e y  f orm s s i m i l a r  to that s h o w n  in A p p e n d i x  A. T h e  f o l l o w i n g  items were  

c o l l e c t e d  for e a c h  u n i n s u r e d  d ri v e r :  a c c i d e n t  d at e,  a c c i d e n t  l oc a t i o n

( c o u n t y ) ,  r e s i d e n c e  2’IP c od e,  b i r t h d a t e ,  sex, v e h i c l e  o w n e r s h i p ,  v e h i c l e

m o d e l  y e a r ,  v e h i c l e  m a k e ,  and  t y p e s  of d ama ge.  S t a t e s  w e r e  s e l e c t e d  to

t a k e  p a r t  in t h i s  s t u d y  on the b a s i s  of their a b i l i t y  to p r o v i d e  the d e­

si r e d  i n f o r m a t i o n  and t h e i r  w i l l i n g n e s s  to p a r t i c i p a t e .  A list of sur ve y 

p e r i o d s  is s h o w n  in A p p e n d i x  B for each p a r t i c i p a t i n g  state.

It s h o u l d  be  n o t e d  that this m e t h o d  d id not p r o v i d e  i n f o r m a t i o n  

a b o u t  u n i n s u r e d  m o t o r i s t s  in g e ne r a l , b ut about u n i n s u r e d  m o t o r i s t s  wh o 

w e r e  i n v o l v e d  i n  a c c i d e n t s  r e p o r t e d  to t hei r r e s p e c t i v e  sta te m o t o r  v e h i­

c l e  d e p a r t m e n t s .  C o n s e q u e n t l y ,  c o m p a r i s o n s  in. this  r e p o r t  of u n i n s u r e d  

m o t o r i s t s  w i t h  d i s t r i b u t i o n s  of all d r i v e r s  i n v o l v e d  in a c c i d e n t s  are

m o r e  m e a n i n g f u l  t ha n  c o m p a r i s o n s  with all l i c e n s e d  d r i v e r s  (wh ich  are 

a l s o  p r o v i d e d ) .  B e c a u s e  d i s t r i b u t i o n s  of all d r i v e r s  i n v o l v e d  in a c c i­

d e n t s  w e r e  not a v a i l a b l e  for the seven s u rv e y  s t a t e s  i n d i v i d u a l l y ,  d at a  

f o r  24 s t a t e s  c o m b i n e d  w e r e  used for c o m p a r i s o n  p u r p o s e s .  U n f o r t u n a t e l y ,  

a p p r o p r i a t e  d i s t r i b u t i o n s  of all v e h i c l e s  i n v o l v e d  in a c c i d e n t s  by  m a k e  

a n d  by m o d e l  y e a r  w e r e  not a v a i l a b l e .

S u m m a r y  of R e s u l t s

D e s c r i p t i v e  i n f o r m a t i o n  wa s c o l l e c t e d  for a t o t a l of 6 , 1 5 9  u n i n s u r e d  

m o t o r i s t s  i n v o l v e d  in r e p o r t e d  a c c i d e n t s  in the s e v e n  s u r v e y  states. The 

n u m b e r  of  u n i n s u r e d  m o t o r i s t s  and the n u m b e r  of a c c i d e n t  r e p o r t s  r eviewed 

d u r i n g  t h e  s u r v e y  p e r i o d  are s h o w n  for each s t a t e  in T a b l e  1. The la r g­

e s t  a b s o l u t e  n u m b e r s  of u n i n s u r e d  m o t o r i s t s  wet*- f o u n d  in the states of 

F l o r i d a  ( 2 , 1 6 9 )  a nd  C a l i f o r n i a  (1, 035 ). The p a r t i c u l a r l y  small n u m b e r  of 

u n i n s u r e d  m o t o r i s t s  in N o r t h  C a r o l i n a  (51) w a s  p r o b a b l y  a re su lt  of the 

s e l e c t i o n  c r i t e r i o n  u s e d  b y  that state: i n f o r m a t i o n  wa s p r o v i d e d  onl y

f o r  t h o s e  c a s e s  w h e r e  a c t i o n  was b ei ng  t aken by the st a t e . It is not 

r e c o m m e n d e d  t h a t  s t a t e - t o - s t a t e  c o m p a r i s o n s  be m a d e  of the n u m b e r  of



Table 1

N u m b e r  of U n i n s u r e d  Motorists and N u mber of 

Accident Reports Reviewed by State

State

N u m b e r  of U n insured 

M o t o r i s t s  Involved 

In Reported Accidents

N u m b e r  of Accident 

Reports R e v i e w e d

California 1,035 47,494

Florida 2,169 6,539

Louisiana 778 24 , 7 6 2

N o r t h  Carolina 51 Not A v a i l a b l e

Oregon 446 10,535

Virginia 773 38,297

W est V i r g i n i a 907 4,950



s u s p e c t e d  d i f f e r e n c e s  in d a t a  c o l l e c t i o n  m e t h o d s  a m o n g  the p a r t i c i p a t i n g  

• s t a t es . T h i s  r e p o r t  f o c u s e s  on d e s c r i p t i o n s  of u n i n s u r e d  m o t o r i s t s  and 

v e h i c l e s  r a t h e r  t h a n  on such c o m p a r i s o n s  of i n c i d e n c e  for this reason.

It s h o u l d  be n o t e d  that the n u m b e r  of u n i n s u r e d  m o t o r i s t s  per s t a t e  

n a y  diff er in s u b s e q u e n t  t a b l e s  due to v a r y i n g  a m o u n t s  of m i s s i n g  d at a 

for i n d i v i d u a l  s u r v e y  items. T a b l e s  p r e s e n t e d  in the r e m a i n d e r  of this 

r e p o r t  are b a s e d  or. v a l i d  d a t a only.

Sex and age of u n i n s u r e d  m o t o r i s t s  are e x a m i n e d  i n d i v i d u a l l y  in 

T a b l e s  2 and 3, and T a b l e  6 c o n t a i n s  d i s t r i b u t i o n s  of u n i n s u r e d  m o t o r i s t s  

b y  age and s e x  c o m b i n e d .  S i m i l a r  p r o p o r t i o n s  of u n i n s u r e d s  i nvo lve d in 

a c c i d e n t s  and of all d r i v e r s  i n v o l v e d  in a c c i d e n t s  w e r e  mat es .  A  d i s p r o­

p o r t i o n a t e l y  la rge  n u m b e r  of the u n i n s u r e d  d r i v e r s  and of all d r i ver s in 

a c c i d e n t s  w e r e  found to be m a l e s  w h e n  c o m p a r i s o n s  w e r e  made? wi t h  the d i s­

t r i b u t i o n  of all l i c e n s e d  d r i v e r s  in the s e v e n  s u r v e y  states. A l m os t  702 

o f  all u n i n s u r e d  d r i v e r s  in t he  study and of all d ri ver s inv olv ed in 

a c c i d e n t s  w e r e  m a l e s  c o m p a r e d  w i t h  3 3 2  o f  all l i c e n s e d  d ri ve rs  in the 

s e v e n  survey s t a te s  ( s e e  T a b l e  2 and F i g u r e  1).

U n i n s u r e d  m o t o r i s t s  te n d e d Ia  be y o u n g e r  d r i v e r s  as shown in T a b l e  3 

and F i g u r e  2. D r i v e r s  u n d e r  a g e  20 a c c o u n t e d  for 202 of the u n i n s u r e d  

m o t o r i s t s  in t he s t u d y  c o m p a r e d  w i t h  1 8 2  of  all d r i v e r s  i nvolved i.n a c c i­

de n t s  and 82 o f  all l i c e n s e d  d r i v e r s .  A b o u t  6 6 2  o f  the u n i n s u r e d  m o t o r­

is t s w er e 26 y e a r s  o ld  or y o u n g e r  c o m p a r e d  w i t h  3 8 2  of all driver s i n­

v o l v e d  in a c c i d e n t s  and 2 2 2  o f  nl.l l ic e ns e d  d r i v e r s .

T h e  d i s t r i b u t i o n s  of u n i n s u r e d  m o t o r i s t s  and o f  all licensed d r i v er s

c a t e g o r i z e d  b y  age an d Bex are s h o w n  in Tab',le 6 . A  si mi la r  d i s t r i b u t i o n

f or  all d r i v e r s  i n v o l v e d  in a c c i d e n t s  was  not a v a i l a b l e .  C o n s e q u e n t l y ,  

c o m p a r i s o n s  w i t h  all d r i v e r s  i n v o l v e d  in a c c i d e n t s  b y  age and by sex that 

a r e  s hown in T a b l e s  2 and 3 should- be a c o n s i d e r a t i o n  w h e n  i n t e r p r e t i n g  

i n f o r m a t i o n  s h o w n  in this table. ‘Vou ng  m a l e s  u n d e r  age 25 ac co un t e d  for

a b o u t  o n e - t h i r d  of t h e  u n i n s u r e d  m o t o r i s t s  for the s e v e n  states c om bin ed,

but only 122 o f  all l i c e n s e d  d r i v e r s  w e r e  m a l e s  in this age group. Some

1 82  o f  the u n i n s u r e d  m o t o r i s t s  a n d  3 7 2  o f  all l i c e n s e d  d r i v er s in the
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s e v e n  s u r v e y  stat es w e r e  f e m a l e s  aged 2 5  or o l de r .  S i m i l a r  o b s e r v a t i o n s  

r e g a r d i n g  the  age and sex of u n i n s u r e d  m o t o r i s t s  c o u l d  be m a d e  for each 

o f  the s e v e n  p a r t i c i p a t i n g  s t a t e s  i n d i v i d u a l l y .

A  s u b s t a n t i a l  n u m b e r  of u n i n s u r e d  m o t o r i s t s  w e r e  not o w n e r s  of the 

v e h i c l e s  i n v o l v e d  in the r e p o r t e d  a c c i d e n t s .  A s  s h o w n  in T a b l e  5, about 

3 01  o f  all u n i n s u r e d  m o t o r i s t s  in the s t u d y  did not own the v e h i c l e s  

d r i v e n ,  and the p e r c e n t a g e s  of n o n o w n e r s h i p  r a n g e d  from a lo w of 202 in 

C a l i f o r n i a  to a h i g h  of 4 4 ?  in L o u i s i a n a .  T h e  s t r o n g  r e l a t i o n s h i p  b e­

t w e e n  v e h i c l e  o w n e r s h i p  and d r i v e r  a ge ( p o s s i b l y  a r e f l e c t i o n  of y o u n g  

p e o p l e  d r i v i n g  p a r e n t s '  c a rs ) is a p p a r e n t  in T a b l e  6 . H a l f  of tne u n i n­

s u r e d  m o t o r i s t s  u n d e r  age 20 d i d  not o w n  the v e h i c l e s  w h i c h  they d rov e at 

t h e  time of t h e i r  a c c i d e n t s  c o m p a r e d  to 30 ? o f  t ho s e  b e t w e e n  the ages of 

2 0  a n d  24. T h e  p e r c e n t a g e  of u n i n c u r e d  m o t o r i s t s  w h o  w er e  n o n o w n e r s  c o n­

t i n u e d  to d e c r e a s e  w i t h  i n c r e a s i n g  age for the o t h e r  age g r o u p s  s ho wn in 

t h i s  table.

D i s t r i b u t i o n s  of u n i n s u r e d  v e h i c l e s  by  m o d e l  ye ar  and by m a k e  are 

s h o w n  in T a b l e s  7 and 8 . U n i n s u r e d  v e h i c l e s  t e n d e d  to be s o m e w h a t  o l d e r  

w h e n  c o m p a r i s o n s  w e r e  made w i t h  all v e h i c l e s  in o p e r a t i o n  (see T a b l e  7 

an d F i g u r e  3). A b ou t  4 6 ?  of the u n i n s u r e d  v e h i c l e s  in the s t u d y  and 36?  

of  a ll  cars in o p e r a t i o n ' w e r e  1971 m o d e l s  or ol d e r.  Thi s g en e r a l  o b s e r­

v a t i o n  r e g a r d i n g  u n i n s u r e d  v e h i c l e  age a p p l i e d  to all states in the s t u d y  

e x c e p t  L o u i s i a n a  w h e r e  2 8? o f  the u n i n s u r e d  v e h i c l e s  w e r e  r e p o r t e d  to be 

1 97 1 m o d e l s  or older. S t r i k i n g l y  h i g h e r  p e r c e n t a g e s  of u n i n s u r e d  v e h i­

c l e s  wer e in this age g r o u p  in N o r t h  C a r o l i n a  (6.8? — but the sam ple  s ize 

w a s  v e r y  s m a l l )  and in O r e g o n  (64?).

T h e r e  w a s  nc a p p a r e n t  r e l a t i o n s h i p  b e t w e e n  v e h i c l e  m a ke  and i n v o l v e­

m e n t  ii? a r e p o r t e d  a c c i d e n t  w h i l e  u n i n s u r e d .  As s h o w n  in T a b l e  8 , the 

d i s t r i b u t i o n  of u n i n s u r e d  v e h i c l e s  in the s t u d y  by  m a k e  was s i m i l a r  to 

t he  d i s t r i b u t i o n  of all cars in o p e r a t i o n .

" R e s i d e n c e  a re as  of the u n i n s u r e d  m o t o r i s t s  and of all p e o p l e  in four 

of  the  s u r v e y  sta te s w e r e  c o m p a r e d  in a n  e f f o r t  to d e t e r m i n e  the ext ent  

to w h i c h  the f ai l u r e  to h a v e  a u t o  i n s u r a n c e  (and i n v o l v e m e n t  in a r e p o r t­

ed a c c i d e n t )  w a s  r e s t r i c t e d  to a l i m i t e d  s e g m e n t  of the p o p u l a t i o n .
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; T a b l e B  9 and 10 c o n t a i n  d i s t r i b u t i o n s  of i n c o m e  l e v e ls  and o f  m o b i l i t y  
«

( i’.e., p e r c e n t a g e s  of h o u s e h o l d s  w i t h  l e ng t h  of r e s i d e n c e  two  yea rs or 

l e s s )  f or  r e s i d e n c e  ZIP  c o d e  a rea s of the u n i n s u r e d  m o t o r i s t s  and c o m p a r­

is o n  d i s t r i b u t i o n s  for the s t a t e  p o p u l a t i o n s .  T h i s  a n a l y s i s  w as  

r e s t r i c t e d  to the s t a t e s  w h i c h  s u p p l i e d  Z I P  c o d e s  for at least 852 o f the 

u n i n s u r e d  m o t o r i s t s  and for w h i c h  t he re  w e r e  a d e q u a t e  n u m b er s  of u n i n­

sur ed s.  T h e r e  w a s  no c o n s i s t e n t  p a t t e r n  a p p e a r i n g  in e i t h e r  the inco me 

d i s t r i b u t i o n s  or in the m o b i l i t y  d i s t r i b u t i o n s  that w a s  p re s e n t  for each 

o f  the f o u r  s t a t e s .  T h i s  s u g g e s t e d  that u n i n s u r e d  m o t o r i s t s  we re  not 

c o n c e n t r a t e d  in a ny  p a r t i c u l a r  t ^ e s  of areas.

F u r t h e r  a n a l y s e s  of a c c i d e n t  l o c a t i o n s  and a re as  o f  r e s i d e n c e  w e r e  

d o n e  in o r d e r  to d i s c o v e r  w h e t h e r  th ere  was a r e l a t i o n s h i p  b e t w e e n  d r i v­

ing in u r b a n  a r e a s  and h a v i n g  a u t o  i n s u r a n c e .  A s  s h o w n  in T a b l e  11, 3 2 2  

of  the a c c i d e n t s  in F l o r i d a  i n v o l v i n g  u n i n s u r e d  m o t o r i s t s  o c c u r r e d  in 

D a d e  C o u n t y  ( M i a m i )  w h i l e  152 o f  all v e h i c l e s  in F l o r i d a  were r e g i s t e r e d  

in that c o u n t y .  S i m i l a r l y ,  392 o f  the a c c i d e n t s  r e p o r t e d  in C a l i f o r n i a  

o c c u r r e d  in L o s  A n g e l e s  C o u n t y  c o m p a r e d  to 3 1 2  o f  all r e g i s t e r e d  v e h i c l e s  

(see T a b l e  12). A  s u b s t a n t i a l l y  h i g h e r  p e r c e n t a g e  of the u n i n s u r e d  

m o t o r i s t s  than of  the t o ta l  p o p u l a t i o n  in C a l i f o r n i a  r e s i d e d  in the cit y 

of L o s  A n g e l e s — 1 32  c o m p a r e d  to 8 2 — as s h o w n  in T a b l e  13. T h e s e  c o m p a r i­

sons s e e m  tc> s u p p o r t  a . h yp ot he s i s  that u n i n s u r e d  m o t o r i s t s  w e r e  m or e 

l i k e l y  to d ri ve  or to r e s i d e  in u r b a n  areas, H o w e v e r ,  a c c i d e n t  f je q u e n -  

c ie s aie h i g h e r  in u r b a n  a reas than in n o n u r b a n  areas . Thus,, since this 

s t u d y  w a s  b a s e d  on u n i n s u r e d  m o t o r i s t s  w h o  w e r e  i n v o l v e d  in r e p o r t e d  

a c c i d e n t s ,  t h e s e  c o m p a r i s o n s  m a y  r e fl e c t ,  i n  part, a h i g h e r  a cc i d e n t  

f r e q u e n c y  in u r b a n  a r e as  r a t h e r  t han a c h a r a c t e r i z a t i o n  of u n i n s u r e d  

m o t o r i s t s .
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1982 - STATISTICAL ANALYSIS 

PRIVATE PASSENGER AUTOMOBILE INSURANCE

- SUMMARY -

In 1981, the majority of companies writing private passenger automobile 
liability and physical damage insurance in Alaska garnered a profit.
The overall loss ratio for all admitted companies writing private passenger 
automobile insurance was 56.8%, 4.6% higher than the 52.2% ratio enjoyed 
in 1980.

According to the July 19, 1982 edition of ''Best's Insurance Management 
Report" Alaska had, for the fourth consecutive yeart the lowest loss 
ratio of any state for all automobile insurance, 56.1%. This includes 
commercial automobile and private passenger automobile insurance. The 
loss ratio nationally was 70.7%, 14.6 percentage points higher. A 
consistently profitable automobile insurance market is something few 
states have been able to maintain in recent years. We are quite happy 
with the s':ate of the market in Alaska. Over the past three years, we 
have seer, an increase in the number of companies pursuing a share of the 

market. We now have a very active non-standard market helping to make 
insurance available at competitive prices to those drivers with numerous 
or serious violations on their driving records. Good drivers have many 
different companies and a wide variation of prices from which to choose.
On the negative side, we still find ourselves striving to overcome 
misconceptions and trepidatious underwriting by many companies. Being 

the largest of the United States, yet having a population of only just 
over 400,000 people does cause problems from a statistical credibility 

standpoint. Too often the negative results from other states have an 
influence on our market conditions. When profit conditions indicate a 
need for a company to tighten their underwriting, Alaska has in the past 
felt first the tightening rope of reduced availability. We sincerely 

hope that the consistent profitability of the Alaska autompbile in­
surance market will cause the industry to consider us a desirable market 

in which to do business.

We have again divided this portion of the "Persoral Lines Statistical 
Analysis" into two sections. First, is a review of the private passenger 

automobile insurance market in Alaska. The seccnd section is a display 
of tl .a rates charged for five different risks by numerous companies 
writing private passenger automobile insurance in Alaska.



Exhibit I ranks the 1981 market shares of the 30 leading writers in 
Alaska by line of automobile insurance and compares those shares to the 

1980, 1979 and 1978 figures for those 30 companies.

The first chart of Exhibit I shows us that State Farm Mutual Automobile 
Insurance Company is the leading writer of private passenger auto 
liability insurance in this State. During 1981, State Farm Mutual Auto 

increased its written premium for this line by 7.8% despite dropping its 

market share by .15% to 22.15%, nearly a full percentage below its 23.1% 
share in 1979. Ranked number two, Allstate gained an additional .3% of 

the market and now holds a 20.5% market share, an increase of 2.6% over 

1979's 17.9% share. Allstate's premium volume went up 10.1% in 1981.
Third place Criterions market share remained about the same, 7.04%, up 

from 7% in 1980, premium volume was up 9.2%. United Services Automobile 
Association lost .3% of its share down to 4.19% from 4.5% in 1980, but 
they increased their premium volume 1.2%. Number five, State Farm Fire 

and Casualty gained a full percentage point of the market from 2.9% in 
1980 to 3.92% in 1981 and had 49.4% more premium than 1980. Elsewhere 
in the top ten, four companies increased their market share and premium 

volume. Number seven, Leader National, lost 1.43% of its share down to 
3.47% from 4.9%, while writing 22.5% less premium than 1980. The cumulative 
market share for the top ten is 74.8%, this compares to 74.7% in 1980.

The top 30 companies accounted for 98.62% of the market, while the 30 
top companies in 1980 had 98.9% of the market. Of the 30 companies, 13 
increased their market share, 17 lost share. Written premiums wore up 

for 17 companies and down for 13 companies. For all companies writing 
private passenger automobile liability in Alaska, written premiums were 
up 8.4% to $32,408,000 from $29,900,000 in 1980.

Exhibit I, Chart 2 shows that State Farm Mutual Auto has 22.5% of the 
private passenger auto physical damage market, an increase of .4% from 

1980 and 3% from 1979. Written premiums for State Farm Mutual were up
23.1%. Allstate lost about .1% of its share down to 17.73% from 17.8%
in 1980, but still up 1% over the 1979 share. Premiums for Allstate 
increased 10.1% from 1980. Criterion retains third place with a 1% 
increase in market share, 7.1% compared to 6.1% in 1980, premiums were 
up 29.6% since 1980. United Services Automobile Association moved into 
fourth place with a 5.42% share; 1.42% over 1980, premiums were up 
50.9%. Foremost dropped to fifth, losing over 1.1% of its share and
15.2% in written premiums. The remainder of the top ten are led by

State Farm Fire and Casualty in sixth place which now hold 3.22% of the 
market; up from 2.0% or 14th place in 1980, premium jumped 9.1% during 
the year. Nationwide Mutual joined the top ten in 1981 with a .5% 
increase in share, to 3.0%. The ten top writers account for 3.5% more 
of the market of 1981, 71.44% opposed to 67.9% in 1980. 95.95% of the
private passenger auto physical damage business was written by the 30 
companies, up 1.35% over 1980. Fourteen companies gained market share 

while 16 lost, but 19 increased premium volume and only 11 wrote less 
premium. Written premium volume for all companies was up 11.6% to 

$26,896,000.



Chart 3 of the first exhibit displays the market shares of the top 30 

companies based on their combined written premiums for liability and 
physical damage. Again, State Farm Mutual Auto leads with 22.31%, 
Allstate remains second with a 19.24% share of the market a slight drop 
from 1980. Of more significance is the fact that Allstate has fallen 3% 
behind State Farm. In 1978 and 1979a Allstate trailed State Farm by 
about 4%, closing the gap to 2.2% in 1980 and now falling back to 3%. 
Criterion has 7.1% of the market up .4% from 1980. United Services 
Automobile Association is up .45% over 1980 to 4.75%. In 1981, State 
Farm Fire and Casualty increased it share 1.1% to 3.6%. All of the top 
ten this year increased their premium volume and only one company from 
last year dropped out of the top ten, Leader National falling from 5th 
in 1980, a 3.3% share, to 11th in 1981 with a 2.41% share. Of these 30 

writers, 13 companies increased their market share, 15 declined and two 
remained about the same. Nineteen companies wrote more premium in 1981 

and 11 wrote less. Cumulatively, the 30 companies accounted for 96.39% 
of all private passenger auto premiums, whereas the 30 top writers in 
1980 represented 96.6% of the market. Premium volume for all admitted 

companies writing private passenger automobile insurance in 1981 was 
$59,304,000 up 10.5% over the 1980 figure of $53,666,000

Exhibit 2, Chart 1 shows us that liability business was not as profit­
able in 1981 as in years past. The loss ratio for the top 30 writers 

and the overall market was the same in 1981, 62.8%. This is a sub­
stantial increase from the 51.5% loss ratio experienced by the total 
private passenger auto liability market in 1980. Of the top 30 com­
panies, 10 had better experience, 18 worse and two were new markets in 
1981. Eleven of the 18 companies with loss ratios worse than last year 
had loss ratios in excess of 60%, eight had in excess of 70%, three 
companies experienced a loss ratio greater than 80%. Eleven of the 30 

companies had loss ratios below 50%, seven of these were below 40%.

The second chart of Exhibit 2 shows that the private passenger auto­
mobile physical damage market had a good year in 1981. The loss ratio 
for all companies was 49.5% compared to 53% in 1980. Fifteen of the top 

30 companies improved their loss ratios in 1981. Only five of the 30 

companies had loss ratios in excess of 60%, eight of the 30 had loss 
ratios less than 40%.

Chart 3 has the loss ratios for the top 30 writers of both liability and 
physical damage coverages and again we see generally profitable results. 

Of the 30 companies, four had loss ratios in excess of 70%, 14 had loss 

ratios less than 50% and the overall loss ratios for all companies was 
56.8%, 4.6% higher than 1980 but still low enough for profit.

The two charts of Exhibit III further illustrate the profitability of 
the private passenger auto market in Alaska. Here we have the top 30 
writers of liability and physical damage auto coverages and their 
expense exhibits. We have calculated the loss ratios, which should 
indicate a company's break-even point— permissibe loss ratio (PLR)--(the 

ratios do not provide for investment income, reserves or the traditional 
5% profit percentages). In the liability arena 14 companies had actual



loss ratios that exceeded their PLR, up from seven in 1980. Four of 

these companies had expense ratios in excess of that normally allowed by 
this division. An expense factor (including profit) greater than 45% is 
in most cases considered excessive. Thirteen companies had actual loss 

ratios 15% below their PLR in 1981 compared to 17 in 1980. The average 
PLR for the 30 companies was 61.2%. The expense exhibits for physical 
damage evidenced five companies whose loss ratios exceeded their PLR. 

Four of these companies had expense ratios in excess of the normally 
allowed 45%. Twelve companies had actual loss ratios 20% or more below 
their permissible loss ratios. The average PLR for the 30 companies was 
61.9%, compared to actual loss ratios for the 30 companies of 49.5%, 
leaving 12.4% for incurred but not reported claims and profit require­
ments.

Writers of private passenger automobile insurance in Alaska have ex­
perienced five consecutive years of profitability a condition that's 

rare in today's automobile market. In m n y  markets in the "Lower 48" 
states, combined ratios of 100% or more are common. Over the next 12 

months we will be urging some companies to lower their rates and/or 
bring their expenses into line with accepted standard.

Exhibit IV is an illustration of the total private passenger automobiles 

registered in the State versus the insured car .years, a comparison which 
provides a means of approximating the percent of uninsured motorists in 
this State. We have reevaluated the data base used in previous reports 

and find that statistics for the total number of autos were misstated.
We have corrected the deficiencies and now have what we believe to be 
the most accurate possible estimation of the number of uninsured motor­

ists. It is impossible to determine precisely the percentage uninsured. 
Even with the inherent inadequacies of this system, we can see that the 
number of insured drivers increased somewhat in 1980, we estimate 59.5% 
were insured up 1.8% over 1979 and 6.3% over 1978. While this increase 
is welcome, the thought that approximately 40% of Alaskans on the high­
ways are uninsured is unsettling at best. Reasons for the large numbers 

of uninsured drivers are illusive. There does not appear to be a lack 
of available markets, and rates, in general, are not excessive.

Exhibit V concerns the Automobile Insurance Plan (assigned risk plan). 
Part A shows that in 1980, 2.6% of all insureds in -he State were 
written through the Plan. This is 1% less than in 1979, 3.1% less than 

in 1978 and 5.2% less than 1977. 6.5% of the insureds countrywide were
written through a plan of some sort in 1980, this is compared to 3.9% in 
1979, an increase of 67%. In part B we see that the population of the 
plan continues to decline. At the end of 1980 there were 3,564 insureds 
in the plan, 24.1% less thrn in December 1979. 2,627 were in the plan

at the end of 1981, a 26.3% drop from 1980 and 70.2% less than the 9,447 

at the end of 1977. The depopulation of the plan is continuing in 1982 
as shown in part C. Through September of 198? only 1,009 policies had 

been assigned, 37.8% less than September 1981. The number of policies 
assigned each month has declined for 57 straight months. Part D charts 
the percentage of private passenger automobile liability premiums attri­
butable to the Automobile Insurance Plan. The percentage in 1980 was 

4.3%, down 2% from the 6.3% in 1979.



This division remains concerned about the population of the plan. While 

the population continues to decrease, the division feels that many 
insureds being placed in the plan could be written by companies on a 
voluntary basis. In conversations with agents around the State who 

utilize the plan extensively, we have heard that one of the main reasons 

for their use of the plan is price. We agree that for some types of
risks the plan rates are low in comparison to voluntary market, but
these rates are low because the experience of the plan has been favor­

able. The preponderance of clean risks or certainly "isks that would be 
acceptable to companies on a vcluf.tary basis are, to some degree, re­
sponsible for this good experience. The Alaska Automobile Insurance 

Plan Advisory Committee has been exploring various methods of depopu­
lating the plan. One method receiving consideration is the requirement 

that agents give insureds a brochure explaining the plan and advising 
that by shopping, they r-.uy find companies willing to write voluntarily 
at lower rates or with improved coverage and better service.

For several years we have closed this narrative summary with a statement 
to the effect that the private passenger automobile insurance market in 

Alaska is profitable; this year is no exception. We are of the opinion

that this profitability will continue. While this division continues to
push for reduced insurance rates, we are not going to hinder the right 

of a company to make a reasonable profit. We will continue our efforts 

to assure that auto insurance rates in Alaska are neither excessive, 
inadequate nor unfairly discriminatory.

Norm Cheney
Insurance Market Analyst



EXHIBIT I

CHART I

1 .
2.
3.

4.
5.
6 .
7.
8. 
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10.
11.
12.
13.

14.
15.

16.
17.

18.
19.

20 . 
2 1 . 
22.
23.
24.
25.
26.
27.

28.
29.
30.

PRIVATE PASSENGER AUTO LIABILITY MARKET SHARE

Company Name

State Farm Mutual Auto Ins. Co. 

Allstate Ins. Co.
Criterion Ins. Co.
United Services Automobile Assn. 

State Farm Fire & Casualty Co. 
Continental Insurance Co.

Leader National
Nationwide Mutual Fire Ins. Co. 
Nationwide Mutual Ins. Co.
Horace Mann Ins. Co.
Government Employees Ins. Co. 
Industrial Indemnity Co. of Ak. 
Industrial Indemnity Co.
Firemans Fund Ins. Co.
Globe American Casualty Co. 
Associated Indemnity Corp.

Alaska Ins. Co.
AIU Ins. Co.
National Indemnity Co.

Colonial Penn Ins. Co.
Insurance Co. ot North America 
Lumbermans Mutual Casualty Co. 

USAA Casualty Insurance Co. 
Dairyland Ins. Co.
National Surety Corp.
Industrial Indemnity Co. of the 
International Service Ins. Co. 
Fidelity & Casualty Co. of N.Y. 
Progressive Casualty Ins. Co. 
Foremost Ins. Co.

NW

Total Top 30 Companies 
Total All Companies

* Based on Top 30 '‘9pies 1980

Source: Insurance Reports 1979-81

Written
Premiums
(000*s
Omitted)

%
Market

Share
1981

%
Market
Share
1980

%
Market
Snare
1979

ti ve 
Market 
Share 
1981

7,178 22.15 22.3 23.1 22.15

6,643 20.50 20.2 17.9 42.65

2,282 7.04 7.0 7.4 49.69

1,359 4.19 4.5 4.5 53.88

1,271 3.92 2.9 1.9 57.80

1,195 3.62 3.5 2.8 61.42

1,123 3.47 4.9 5.9 64.89

1,090 3.36 3.2 3.0 68.25

1,068 3.30 2.9 2.5 71.55

1,052 3.25 3.2 3.0 74.80

870 2.68 3.0 3.2 77.48

724 2.23 1.7 1.9 79.71

679 2.10 1.0 1.0 81.81

638 1.97 2.7 3.2 83.78

604 1.86 .7 — 85.64

594 1.83 1.9 2.9 87.47

579 1.79 2.0 1.8 89.26

449 1.39 1.8 2.5 90.65

375 1.16 1.8 2.5 91.81

307 .95 1.2 1.2 92.76

302 .93 1.2 .8 93.69

235 .73 1.0 1.5 94.42

217 .67 .8 .9 95.09

198 .61 -- -- 95.70

195 .60 .5 .7 96.30

192 .59 .9 1 . 96.89

169 .52 .6 .7 97.41

150 .46 .5 .4 97.87

143 .44 -- 98.31

102

31,676 
32,408

.31

98.9*

98.62

98.62 

100.0



CHART II

CumuTa-

Written % % % ti ve

Premiums Market Market Market Market

(000's Share Share Share Share

Company Name Omitted) 1981 1980 1979 1981

1. State Farm Mutual Auto. Ins. Co. 6,051 22.50 20.1 19.5 22.50

2. Allstate Insurance Co. 4.770 17.73 17.8 16.7 40.23

3. Criterion Ins. Co. 1,928 7.17 6.1 5.8 47.40

4. United Services Automobile Assn. 1,457 5.42 4.0 3.9 52.82

5. Foremost Ins. Co. 1,010 3.76 4.9 — 56.58

6„ State Farm Fire & Casualty Co. 865 3.22 2.0 1.2 59.80

7. Nationwide Mutual Fire Ins. Co. 849 3.16 2.9 2.8 62.96

fj. Nationwide Mutual Ins. Co, 806 3.00 2.5 2.2 r.5.96

9, Continental Ins. Co. 742 2.76 2.8 2.2 68.72

T/0. Horace Mann Ins. Co. 731 2.72 2.5 2.3 71.44

11. Government Employees Ins. Co. 728 2.71 2.8 2.9 74.15

12. American Family Home Ins. Co. 622 2.31 2.8 — 76.46

13. AIU Ins. Co. 504 1.87 2.2 2.6 78.33

14. Alaska Ins. Co. 453 1.68 1.7 1.7 80.01

15. Industrial Indemnity Co. of Alaska 435 1.62 1.1 1.2 81.63

16. Industrial Indemnity Co. 416 1.55 .7 .7 83.18

17. Motors Ins. Corp. 393 1.48 1.7 1.6 84.66

18. Associated Indemnity Co. 379 1.41 1.3 1.4 86.07

19. Firemans Fund Ins. Co. 339 1.26 1.6 2.0 87.33

20. Bankers & Shippers Ins. Co, of N.Y. 314 1.17 1.3 1.5 88.50

21. Leader National Ins. Co. 305 1.13 1.4 2.0 89.63

22. Globe American Casualty Co. 296 1.10 — --- 90.73

23. Imperial Casualty & Indemnity Co. 243 .90 3.7 4.5 91.63

24. Colonial Penn Ins. Co. 203 .75 .9 .9 92.38

25. Insurance Co. of North America 195 .73 — 93.11

26. National Indemnity Co. 187 .70 1.1 1.7 93.81

27. USAA Casualty Ins. Co. 177 .66 .5 .6 94.47

28. Dependable Ins. Co. 146 .54 — — 95.01

29. Lumbermans Mutual Casualty Co. 131 .49 .8 1.1 95. 50

30. Puritan Ins. Co. 122 .45 1.0 .8 95.95

Total Top 30 Companies 25,803 94.6* 95.95

Total All Companies 26,896 100.0

*Based on top 30 companies 1980
Source: Insurance Reports 1979-30

• •



CHART III
PRIVATE PASSENGER AUTO PHYSICAL DAMAGE & LIABILITY MARKET SHARE

Company Name

Written

Premiums
(000's

Omitted)

%
Market
Share
1981

%
Market
Share
1980

%
Market
Share

1979

%
Market
Share
1978

Cumula^

tive
Market

Share
1981

1. State Farm Mutual Auto Ins. Co. 13,229 22.31 21.5 21.4 21 J 22.31

2. Al Istate Ins. Co. 11,413 19.24 19.3 17.3 17.2 41.55

3. Criterion 4,210 7.10 6.7 6.6 8.8 48.65

4. United Services Auto Assoc. 2,816 4.75 4.3 4.3 5.2 53,40

5. State Farm Fire & Casualty 2,136 3.60 2.5 1.6 1.3 57.00

6. Nationwide Mutual Fire Ins. Co 1,939 3.27 3.2 2.9 2.7 60.27

7. Continental Ins. Co. 1,937 3.27 3.2 2.5 1.7 63.54

8. Nationwide Mutual Ins. Co. 1,874 3.16 2.8 2.3 2.0 66.70

9. Horace Mann Insurance Co. 1,783 3.01 2.9 2.7 2.7 69.71

10. Government Employees Ins. Co. 1,598 2.69 2.9 3.1 2.6 72.40

11. Leader Nat 1 or.al Ins. Co. 1,428 2.41 3.3 4.1 3.8 74.81

12. Industrial Indemnity Co. of Ak. 1,159 1.95 1.5 1.6 — 76.76

13. Foremost Insurance Co. 1,112 1.88 2.5 — — 78.64

14. Industrial Indemnity Co. 1,095 1.85 .9 .9 — 80.49

15. Alaska Ins. Co. 1,032 1.74 1.9 1.8 1.6 82.23

16. Firemans Fund Ins. Co. 977 1.65 2.3 2.7 3.0 83.88

17. Associated Indemnity Co. 973 1.64 1.6 1.8 1.9 85.52

18. AIU Ins. Co. 953 1.61 2.0 2.5 2.6 87.13

19. Globe American Casualty Co. 900 1.52 — - - 88.65

20. American Family Home Ins. Co. 622 1.05 1.3 — — 89.70

21. National Indemnity Co. 562 .95 1.5 2.1 3.2 90.65

22. Colonial Penn Ins. Co. 510 .86 1.1 1.1 1.1 91.51

23. Insurance Co. of North America 497 .84 .7 .4 .5 92.35

24. ‘Motors Ins. Corp. 399 .67 .8 .7 .6 93.02

25. USAA Casualty Ins. Co. 394 .66 .7 .8 1.1 93.68

26. Lumbermans Mutual Casualty Co. 366 .62 .9 1.3 1.7 94.30

27. Bankers & Shippers Ins. Co. of N.Y. 345 .58 .6 .7 .9 94.88

28. Industrial Indemnity Co. of the N.W 306 .52 .8 .5 — 95.40

29. National Surety Corp. 297 .50 — — — 95.90

30. International Service Ins. Co. 289 .49 .6 .6 .7 96.39

Total Top 30 Companies 57,151 9 M * 96.39

Total All Companies 59,304 100.0

*Based on top 30 companies 1980 

Source: Insurance Reports 19)8-81



EXHIBIT II

CHART I

-------------
•V'- .'T?."

PRIVATE PASSENGER AU'TO LIABILITY LOSS RATIO

Earned Incurred
Premium Losses Loss Loss Loss Loss

(000's (000's Ratio Ratio Ratio Ratio

Omitted) Omitted) 1981 1980 1979 1978

1. State Farm Mutual Auto Ins. Co 7,081 4,589 64.9 49.4 31.4 43.2

2. Allstate Ins. Co. 6,557 4,664 71.1 58.5 56.3 55.1

3. Criterion Ins. Co. 2,198 1,128 51.3 40.0 55.7 73.4

4. United Services Automobile Assoc. 1,409 834 59.2 27.5 52.0 24.9

5. State Farm Fire & Casualty Co. 1,159 1,040 89.7 20.8 3.4 5,0

6. Continental Ins. Co. 1,090 847 77.7 62.4 30.5 49.9

7. Leader National Ins. Co. 1,207 535 44.3 47.4 46.1 40.4

8. Nationwide Mutual Fire Ins. Co. 1,056 962 91.1 80.2 55.0 45.1

9. Nationwide Mutual Ins. Co. 1,011 928 91.8 61.9 70.8 84.6

10. Horace Mann Ins. Co. 1,023 392 38.3 43.7 43.5 54.8

11. Government Employees Ins. Co. 877 453 51.7 78.6 31,5 80.5

12. Industrial Indemnity Co. of Ak. 718 298 41.5 90.0 44.4 33.0

13. Industrial Indemnity Co. 479 294 61.4 37.7 27.1 —

14. Firemans Fund Ins. Co. 683 151 22.1 34.3 31.9 28.5

15. Globe American Casualty 492 280 56.9 12.9 — •mm*

16, Associated Indemnity Corp. 584 222 38.0 41.6 44.4 33.0

17. Alaska Ins. Co. 585 437 74.7 71.3 61.0 76.6

18. AIU Ins, Co. 445 329 73.9 51.9 61.0 76.6

19. National Indemnity Co. 403 254 63.0 12.6 6.2 45.1

20. Colonial Perm Ins. Co. 323 132 40.9 22,8 20.4 35.8

21. Insurance Co. of North America 297 117 39.4 51.8 47.4 44.9

22. Lumbermans Mutual Casualty 252 141 56.0 115..1 38.4 83.5

23. USAA Casualty Ins. Co. 229 66 28.8 29., 0 37.5 27.3

24. Dairyland Ins. Co. 147 82 55.8 - - - -

25. National Surety Corp. 192 88 45.8 35., 0 60.2 32.0

26. Industrial Indemnity Co. of the NW 239 180 75.3 57.1 54.6 —

27. International Service Ins. Co. 183 104 56.8 45.-2 34.3 45.4

28. Fidelity & Casualty Co* of N.Y. 140 23 16.4 9.2 9.9 18.2

29. Progressive Casualty Ins. Co. 94 51 54.3 — -- - -

3U. Foremost Ins. Co. 118 20 16.9 28.9 10.1 43.5

Total Top 30 Companies 31,271 19,642 62.8 50.5* 42 „ 9*

Total All Companies 31,734 19,940 62.8 51.5 44.7 50.0

Based on Top 30 companies 1979, 1980

Source: insurance Reports 1978-81



CHART II

PRIVATE PASSENGER AUTO PHYSICAL DAMAGE - LOSS RATIO

Written Incurred

Premi urns Losses Loss Loss Loss
(000's (000's Ratio Ratio Ratiio

Company Name Omitted) Omitted) 1981 1980 1979

1. State Farm Mutual Auto Ins. Co. 5,704 3,082 54.0 55.5 47.0

2. AlIstate Ins. Co. 4,661 2,466 52.9 44.3 45.4

3. Criterion 1,705 1,043 61.2 53.0 49.6

4. United Services Automobile Assoc. 1,347 655 43.6 62.4 39.0

5. Foremost Ins. Co. 1,20’ 291 24.2 87.5 45.7

6. State Farm Fire & Casualty Co. 751 476 63.4 56.5 30.3

7. Nationwide Mutual Fire Ins. Co. 806 480 59.6 47.4 45.9

3. Nationwide Mutual Ins. Co. 754 500 66.3 59.5 63.9

9. Continental Insurance Co. 697 290 41.6 49.6 22.0

10. Horace Mann Ins. Co. 698 328 47.0 53.6 62.5

11. Government Employees Ins. Co. 708 365 51.6 48.9 41.2

12. American Family Home 662 144 21.8 84.4 51.4

13. AIU Ins. Co. 486 26 Z 54.1 61.2 46.3

14. Alaska Ins. Co. 435 209 48.C 67.3 41.9

15. Industrial Indemnity Co. of Ak. 406 236 58.1 43.8 82.3

16. Industrial Indemnity Co. 279 208 74.6 62.3 39.2

17. Motors Ins. Corp. 414 181 43.7 33.3 36.4

18. Associated Indemnity Coro. 354 121 34.2 43.5 35.5

19. Firemans Fund Ins. Co. 344 148 43.0 53.7 28.4

20. Bankers & Shippers Ins. Co. of N.Y. 318 53 16.7 52.0 33.2

21. Leader National Ins. Co. 305 174 57.0 32.4 43.1

22, Globe American Casualty Co. 222 137 61.7 — --

23. Imperial Casualty & Indemnity 378 51 13.5 24.6 24.4

24. Colonial Penn Ins. Co. 213 80 37.6 47.0 40.0

25. Insurance Co. of North America 192 78 40.6 —

26. National Indemnity Co. 205 105 51.2 30.7 30.1

27. USAA Casualty Ins. Co. 166 52 31.3 70.3 42.5

28. Dependable Ins. Co. 129 O0 51.2 -- --

29. Lumbermans Mutual Casualty 145 32 22.1 45.6 36.0

3U. Puritan Ins. Co. 164 79 48.2 47.2 17.8

Total Top 30 Companies 24,849 12,393 49.9 53.5* 42.5*

Total All Companies 25,993 12,866 49.5 53.G 43.1

*Based on Top 30 Companies 1979-80 

Course: Insurance Reports 1978-81



III

PRIVATE PASSENGER AUTO LIABILITY AND PHYSICAL DAMAGE

1981 1981 
Earned Incurred 

Premiums Losses Loss 

(000‘s (000‘s Ratio 
Company Name Omitted) Omitted) 1981

- LOSS

Loss
Ratio
1980

RATIOS

Loss
Ratio
1979

Loss Loss 

Ratio Ratio 
1978 1977

1. State Farm Mutual Auto Ins. Co. 12,785 7,671 60.0 52.0 37.8 40.0 44.2

2. Allstate Ins. Co. 11,218 7,130 63.6 52.5 51.5 47.7 56.3

3. Criterion 3,903 2,171 55.6 45.7 53.1 62.3 60.8

4. United Services Automobile Assoc. 2,756 1,489 54.0 42.1 46.7 30.8 53.4

5. State Farm Fire £ Casualty 1,910 1,516 79.4 44.4 45.4 37.7 3.5

6. Nationwide Mutual Fire Ins. Co. 1,862 1,442 77.4 66.2 51.1 43.3 56.3

7. Continental Insurance Co. 1,787 1,137 63.6 57.3 27.2 47.4 —

8. Nationwide Mutual Ins. Co. 1,765 1,428 80.9 60.9 67.9 65,5 52.4

9. Horace Mann Ins. Co. 1,721 720 41.8 47.5 51.0 50.4 34.8

10. Government Employees Ins. Co. 1,585 818 51.6 65.7 35.6 62.9 71.2

11. Leader National Insurance Co. 1,512 709 46.9 44.4 45.4 37.7

12. Industrial Indemnity Co. of Ak. 1,124 534 47.5 74.1 57.0 10.0 - -

13. Foremost Ins. Co. 1,319 311 23.6 81.6 42.0 33.6 - -

14. Industrial Indemnity Co. 758 502 66.2 46.5 31.5 - -

15. Alaska Ins. Co. 1,020 646 63.3 69.7 53.0 79.3 23.4

16. Fiiemans Fund Ins. Co. 1,027 299 29.1 40.6 30.7 33.0 79.9

17. A s s o c i a t e d  Indemnity Co. 938 343 36.6 42.2 40.1 28.7 51.1

18. AIU Ins. Co. 931 592 63.6 56.5 51.6 53,6 51.5

19. Globe American Casualty 714 417 58.4 — — — - -

20. American Family Home 665 144 21.8 84.4 51.4 7.0 - -

21. National Indemnity Co. 608 359 59.0 18.7 14.9 41.9 45.6

22. Colonial Penn Ins. Co. 536 212 39.6 32.3 28.0 41.4 82.5

23. Insurance Co. of North America 489 195 39.9 51.7 47.4 43.5 —

24. Motors Ins. Corp. 414 181 43.7 33.3 36.4 31.8 60.1

25. USAA Casualty Ins. Co. 395 118 29.9 43.7 39.3 32.3 39.1

26. Lumbermans Mutual Casualty 397 173 43.6 88.0 37.5 62.9 57.2

27, Bankers & Shippers Ins. Co. of N.Y. 318 53 16.7 52.0 33.2 29.0 34.8

28. Industrial Indemnity Co. of the N.W 372 268 72.0 57.4 55.2 — —

29. National Surety Corp. 291 137 47.1 — -- 35.0 46.0

30. International Service Ins. Co. 314 163 51.9 50.7 40.2 41.2 63.5

Total Top 30 Companies 55,431 31,878 57.5 51.9* 43.0* 44.8* 51.4*

Total All Companies 57,727 32,806 56.8 52.2 44.0 45.6 52.9

Source:on Ins6rdnce°Ripor'!l 1 3 & 8 1 8’ 79> 80



EXHIBIT III

CHART I
PRIVATE PASSENGER

Loss
Earned Adjust-
Preinium ment

Company Name 1981 Expense

1 . State Farm Mutual Auto. Ins. Co. 7,081 13.9

2. Allstate Ins. Co. 6,557 14.0

3. Criterion Ins. Co. 2,198 12.5

4. United Services Automobile Assn. 1,409 16.2

5. State Farm Fire & Casualty Co. 1 ,159 2.6

6 . Continental Ins. Co. 1,090 12.1

7. Leader National Ins. Co. 1,207 8.3

8. Nationwide Mutual Fire Ins. Co. 1,056 9.3

9. Nationwide Mutual Ins. Co. 1,011 9.3

10. Horace Mann Ins. Co. 1,023 8.8

11. Government Employees Ins. Co. 877 14.2

12. Industrial Indemnity Co. of Ak. 718 11.1

13. Industrial Indemnity Co. 479 11.1

14. Firemans Fund Ins. Co. 683 5.8

15. Globe American Casualty Co. 492 9.7

16. Associated Indemnity Corp. 5.8

17. Alaska Ins. Co. irt 8.3

18. AIU Ins. Co. 445 11.3

19. National Indemnity Co. 403 12.3

20. Colonial Penn Ins. Co. 323 9.4

21. Insurance Co. of North America 297 10.7

22. Lumbermans Mutual Casualty 252 12.2

23. USAA Casualty Ins. Co. 229 20.5

24. Dairyland Ins. Co. 147 9.5

25. National Surety Corp. 192 5.8

26. Industrial Indemnity Co. of N.W. 239 11.1

27. International Service Ins. Co. 183 13.3

28. Fidelity & Casualty Co. of N.Y. 140 12.1

29. Progressive Casualty Ins. Co. 94 16.9

30. Foremost Ins. Co. 118 7.3

LIABILITY EXPENSE EXHIBITS 1981

Cornssn. 

and 
tlrkry.

Other
Acquis.
& Field 

Supv. 
Collect.

Gen
Expns.

Taxes,

Licenses 
and Fees Total 
Incurred Expns.

Permis.
Loss

Ratio

Act­
ual

Loss
Ratio

Comb. 
Loss 
Ratios 

Col. 7 
and 9

2.2 10.2 2.6 2.2 31.1 68.9 64.9 96.0

9.1 5.9 3.0 4.1 3b.1 6d .9 71.1 107.2

2.9 10.7 2.6 2,8 31.6 68.4 51.3 82.6

.5 7.3 1.0 2.3 27.3 72.7 59.2 86,5

(283.7) 17.3 0 287.0 23.3 76.7 89.7 113.0

16.6 3.7 10.6 2.6 45.6 54.4 77.7 323.3

23.9 10.3 1.1 2.6 46.2 53.8 44.3 90.5

8.9 7.5 4.6 3.1 33.4 66.6 91.1 124.5

8.9 7.5 4.6 3.1 33.4 66.6 91.8 125.2

14.7 1.5 5.6 3.1 33.7 66.3 38.3 72.0

.8 5.4 5.1 2.6 28.1 71.9 51.7 79.8

15.8 2.9 9.9 2.9 42.6 57.4 41.5 84.1

15.8 2.9 9.9 2.9 42.6 57.4 61.4 104.0

16.6 2.7 6.0 2.7 33.7 66.3 22.1 55.8

16.8 15.4 4.8 2.7 49.5 50.5 56.9 106.4

16.6 2.7 6.0 2.7 33.7 66.3 38.0 71.7

17.0 4„6 2.9 2.3 35.1 64.9 74.7 109.8

1.8 24.0 21 .5 58.6 41 .4 73.9 132.5

27.3 2.5 9.3 2.2 53.6 46.4 63.0 116.6

1.3 11.5 8.0 2.8 33.0 67,0 40,9 73,9

14.8 3.9 10.4 3.2 43.0 57.0 39.4 82.4

15.2 7.8 7.1 3.6 45.9 54.1 56.0 101.9

3.9 9.6 1.8 2.8 38.6 61 .4 28.8 67.4

1.5 9,3 2.1 2.8 25.2 74.8 55.8 81.0

16.6 2.7 6.0 2.7 33.7 66.3 45.8 79.5

15.8 2.9 9.9 2.9 42.6 57.4 75.3 112.9

17.7 7.0 2.9 3.1 43.8 56.2 56.8 100.6

16.6 3.7 10.6 2.6 45.6 54.4 16.4 62.0

18.8 11.4 4.1 2.5 49.0 51.0 54.3 103.3

20.4 13.1 3.5 2.3 46.6 53.4 16.9 63.5



CHART II

PRIVATE PASSENGER 

Loss
Earned Adjust­
Premi urn ment

Company Name 1981 Expense

1. State Fann Mutual Auto. Ins. Co. 5,704 9.8
V *- • Allstate Ins. ro. 4,661 7.6

3. Criterion Ins 1,705 11.8

4. United Service .tile Assn. 1,347 9.7

5. Foremost Ins. t 1,201 5.0

6. State Farm Fir ty Co. 751

7. Nationwide Mut ins. Co. 806 6.2

b. Nationwide Mutu. Co. 754 6.2

9. Continental Ins. Co. 697 9.4

10. Horace Mann Iris. Co. 698 6.2

11. Government Employees Ins. Co. 708 8.6

12. American Family Home Ins. Co. 662 7.0

13. AIU Ins. Co. 486 11.0

14. Alaska Ins. Co. 435 3.7

15. Industrial indemnity Co. of Ak. 40o 8.8

16. Industrial Indemnity Co. 279 8.8

17. Motors Ins. Corp. 414 6.0

18. Associated Indemnity Co. 354 12.5

19. Firemans Fund Ins. Co. 344 12.5

20. Bankers £ Shippers Ins. Co. of N.Y. 318

21. Leader National Ins. Co. 305 11.7

22. Globe American Casualty Co. 222 5.5

23. Imperial Casualty & Indemnity 378 3.6

24. Colonial Penn Ins. Co. 213 15.0

25. Insurance Co. of North America 192 8.4

26. National Indemnity Co. 205 15.2

27. USAA Casualty Ins. Co. 166 13.3

28. Dependable Ins. Co. 129 2.5

29. Lumbermans Mutual Casualty Co. 145 8.7

30. Puritan Ins. Co. 164 6.4

PHYSICAL DAMAGE EXPENSE EXHIBITS 1981

Comssn.

and

Brkrg.

Other

Acquis.
H, Field 
Supv. 

Collect.

Gen

Expns.

Taxes,
Licenses 

and Fees Total 

Incurred Expns.

Permis.

Loss

Ratio

Act­
ual
Loss

Ratio

Comb. 

Loss 
Ratios 
Col. 7 
and 9

1.8 10.6 2.7 2.2 27.1 72.9 54.0 81.1

7.6 6.3 3.2 4.3 29.0 71.0 52.9 81.9

3.1 10.7 2.6 2.9 31.1 68.9 61.2 92,3

.5 7.4 1.0 8.3 20.9 79.1 48.6 69.5

29.5 17.1 4.5 3.0 59.1 40.9 24.2 83.3

(999.9) b2.6 999.9 20.8 79.2 63.4 84.2

11.9 6.2 2.8 3.0 30.1 69.9 59.6 89.7

11.9 6.2 2.9 2.9 30.1 69.9 66.3 96.4

17.4 3.0 10.1 2.5 42.4 57.6 41.6 84.0

14.1 1 .5 5.6 3.1 30.5 69.5 47.0 77.5

.6 5.4 5.0 2.7 22.3 77.7 51.6 73.9

32.2 4.5 1.6 45.3 54.7 21.8 67.1

(2.6) 5.8 4.5 .6 19.3 80.7 54.1 73.4

18.2 4.4 2.8 2.4 31.5 68.5 48.0 79.5

17.2 2.9 10.2 2.3 41.3 58.7 58.1 99.4

17.2 2.9 10.2 2.3 41.3 58.7 74.6 105.9

11.6 14.8 7.4 3„4 43.2 56.8 43.7 86.9

17.9 6.5 13.5 2.9 53.2 46.8 34.2 87.4

17.9 6.5 13.5 2.9 53.2 46.8 43.0 96.2

23.5 4.3 4.1 5.3 37.2 62.8 16.7 53.9

24.3 10.5 1.1 2.7 5U.2 49.8 57.0 107.2

16.3 16.0 5.0 2.6 45.4 54.6 61.7 107.1

21.3 1.3 1.9 10.4 38.5 61.5 13.5 52.0

1.0 1 l.b 7.5 2.8 37.9 62.1 37.6 75.5

14.0 3.0 8.8 3.1 37.3 62.7 40.6 77.9

29.4 1 .6 6.6 2.2 55.0 45.0 51.2 106.2

2.5 9.1 1.6 2.8 29.3 70.7 31.3 60.6

35.3 .9 1.0 1.7 41.4 58.6 51.2 92.6

16.2 7.7 7.0 3.4 43.0 57.0 22.1 65.1



EXHIBIT IV

       —

TOTAL PRIVATE PASSENGER AUTOS 
VERSUS INSUkED CAR YEARS

YEAR
TOTAL NUMBER 

OF AUTOS*
INSURED 

CAR YEARS+
PERCENTAGE
INSURED

1975
1976
1977
1978
1979
1980

199,536
221,386
226,329
232,425
229,403
230,040

117,355
120,964
121,635
123,581
132,391
136,895

58.8
54.6
53.7 
53.2
57.7 
59.5

* Based on data supplied by Alaska Department of Transportation and 

Public Facilities

+ Automobile Insurance Plans Service Office



EXHIBIT V

Total Car 
Years Insured

95,430
117,355
120,964

121,635
123,619
132,391
136,895

102,018,115

Year

1974
1975
1976
1977
1978

1979
1980

1979 
Countrywide

1980 106,164,766 

Countrywide

AUTOMOBILE INSURANCE PLAN VOLUME

A. Insured Car Years

Automobile Ins. Plan 
Car Years Insured

409
622

4,760
9,454
7,021
4,698
3,564

4,007,139

6,563,269

B. Number of Autos Insured 
In Plan

Percentage 
In Plan

.4%

.5

3.9
7.8
5.7
3.6
2.6

6 .5

Year Year Year- Year Year

Ending Ending Ending Ending Ending

Dec. Dec. Percent Dec. P.erccnt Dec. Percent Dec. Percent % Change

1977 1978 Chanqe 1979 Chanqe 1980 Change 1981 Change 1977-1981

9,447 7,021 -25.7% 4,698 -33.1% 3,564 -24.1% 2,627 -26.3% -72.2%



C. Policies Assigned

% Change % Change % Change % Change
1979 From 1978 1980 From 1975 1981 From 1980 1982 From 1981

Jan. 297 -33.9 180 -39.4 121 -32.8 94 -22.3

Feb. 510 -37.8 326 -36.1 267 -18.1 190 -28.8
Mar. 771 -39.1 535 -30.6 471 -12.0 307 -34.8
Apr. 1,061 -38.9 771 -27.3 673 -12.7 433 -35.7
May 1,400 -39.3 991 -29.2 876 -11.6 544 -37.9
June 1,707 -40.0 1,239 - 27.4 1,101 -11.1 664 -39.7
July 1,992 -40.0 1,445 -27.5 1,272 -12.0 773 -39.2

Aug. 2,286 -40.3 1,665 -27.2 1,455 -12.2 892 -38.7

Sept. 2,582 -39.9 1,909 -26.1 1,623 -15.0 1,009 -37.8
Oct. 2,894 -39.7 2,132 -26.3 1,793 -15.9

Nov. 3,167 -39.0 2,319 -26.8 1,943 -16.2

Dec. 3,363 -38.7 2,503 -25.6 2,083 -16.8

D. Liability Earned Premium 

Alaska

Year

Voluntary 
& Auto. Ins. Plans Auto. Ins. Plans % In Plan

1974
1975
1976
1977
1978

1979
1980

12.857.000 
14,616,466 
20,445,569 
26,399,393 
29,945,782

30.041.000 
29,958,926

107,806
119,346
623,422

2,446,715
2,667,621
1,896,568
1,280,028

.8%

.8
3.1
9.3 

8.9
6.3
4.3

1978

1979

12,620,966,467
13,581,985,775

1,011,415,614

1,168,765,604

Countrywide

8 . 0%

8.6

Source: Automobile Insurance Plans Service Office 

New York and San Francisco



PRIVATE PASSENGER AUTOMOBILE RATING EXAMPLES

The rating examples on the following pages have been compiled by the 
division based on data supplied by the companies listed. Our thanks to 

them for their cooperation. The rating examples are all based on the 
same coverage levels and rating information, excepting the differences 
noted.

The fact that a company has a rate for a particular risk does not mean 
to imply that they will write the risk. As much as possible, we have 

tried to identify what companies will not write what risk. Underwriting 
and marketing considerations will determine whether a particular risk is 
acceptable to a particular company.

The division urges prospective insureds to shop for their insurance 
coverages as they would for any other large purchase. A review of the 
rates shown for each example demonstrates the great variance in price 
available for the same coverage.

The product should not be judged based solely on price. Service, in all
its numerous aspects, is an equally important factor.

All rates are current as of October 1, 1982.



Coverages: (Rates as of 10-1-82)

$25,000/50,000 Bodily Injury Liability
$10,000 Property Damage Liability

$ 5,000 Medical Payments
$ 100 Deductible Comprehensive
$ 200 Deductible Collision

$25,000/50,000 Uninsured Motorists
Alaska Suits (Civil Rule 82)

The vehicle in all examples is a 1981 Ford Esco. t (4 door).

Coverage Exceptions:

Globe American Casualty - Medical Payments are $2,000.

Leader National - $250 deductible collision.

State Farm Mutual Automobile - $50 deductible comprehensive.

Dairyland - $250 deductible for collision, medical payments are $2,000.

National Indemnity - $50 deductible comprehensive, $250 deductible 

col 1ision.

Rating Data Exceptions;

Firemans Fund
Associated Indemnity
National Surety: Rates for Anchorage and Fairbanks are for vehicles

garaged in the city, rates for the suburban areas of the two cities 
are approximately 20% lower in Anchorage and 43% lower in Fairbanks.

Government Employees Insurance Co.: 10% bumper discount applies to

collision premiums. Five year "Good Driver Discount" applied to 
Example A.

Dairy<and: Liability rates include $10 new business policy fee that
applies during first year. 5% premium credit each quarter the insured 
remains accident free during first year, 5% each 6 months thereafter 

to maximum of 40%. This company writes policies on a monthly basis.



EXAMPLE A: Adult driver (married, over 25) 
No accidents or citations 
Pleasure use of vehicle(lcss than 7,500miles annually)

TERRITORY 1 - (ANCHORAGE)

Total 
Physical All

Company Name Liability Damage Coverages

AlU Ins. Co. 173 320 514
Alaska Ins. Co. IBS 306 513
Alaska Pacific Assurance Co. 84 141 236
Allstate Ins. Co. 134 156 323
Al! West Ins. Co. 182 227 447
American Automobile Ins. Co. 206 298 542
American Ins. Co. 206 298 542
Associated Indemnity Co. 134 236 402
Automobile Ins. Plan 242 680 952
Continental Ins. Co. 151 250 420
Criterion !r.s. Co. 216 361 619
Dairyland Ins. Co. 286 552 901
Firemans Fund Ins. Co. 206 298 542
Globe American Casualty Ins. Co. 427 640 1.041
Government Employees Ins. Co. 153 218 403
H-nce Mann Ins. Co. 157 209 385
• irance Services Office 185 306 513
li ^national Service Ins. Co. 204 237 463
Le r National Ins. Co. 390 530 1,010
Lu.,.airmans Mutual Casualty Co. 187 307 518
National Indemnity Co. 462 571 1,090
National Surety Co. 268 376 688
Nationwide Mutual F1re Ins. Co. 124 201 349
Nationwiue Mutual Ins. Co. 129 209 363
Progressive Casualty Co. 268 531 859
State Farm Fire X Casualty Co. 170 371 579
State Farm Mutual Automobile Ins. Co. 113 267 404
United Services Automobile Assn. (USAA) 115 215 344
USAA Casualty Iris. Co. 131 245 391

TERRITORY 2 - (FAIRBANKS)

Company Name Liability
Physical
Damage

Iota 1 
All 

Coverages

All) Ins. Co. 167 38U 569
Alaska Ins. Co. 180 362 565
Alaska Pacific Assurance Co. 82 ' 169 263
Allstate Ins. Co. 128 1/4 333
Al 1 West Ins. Co. 164 248 450
American Automobile Ins. Co. 302 334 666
American Ins. Co. •J 1 334 666
Associated Indemnity Co. 96 274 494
Automobile Ins. Plan 242 791 1,064
Continental Ins. Co. 148 295 463
Criterion Ins. Co. 187 326 555
Dairy land Ins. Co. 238 688 889
Firemans Fund Ins. Co. 302 334 666
Globe American Casualty Ins. Co. 381 633 1,080
Government Employees Ins. Co. 135 249 414
Horace Mann Ins. Co. 124 207 350
Insurance Services Office 180 362 565
International Service Ins. Co. 180 266 467
Leader National Ins. Co. 360 650 1,000
Lumbermans Mutual Casualty Co. 183 363 572
National Indemnity Co. 412 617 1,086
National Surety Co. 394 434 062
Nationwide Mutual Fire Ins. Co. 139 229 394
Nationwide Mutual Ins. Co. 145 239 410
Progressive Casualty Co. 241 567 868
State Farm Fire X Casualty Co. 172 404 612
State Farm Mutual Automobile Ins. Co. 114 301 439
United Services Automobile Assn. (USAA) 112 264 381
USAA Casualty Ins. Co. 128 290 434



T E R R I T O R Y  3 - ( R E M A I N D E R  OF S TA TE)

T o t a l
P h y s i c a l  A l l

C o m p a n y  f i n e  L i a b i  1 i t y  D a m a g e  C o v e r a g e s

A I U  I n s .  C o . 1 3 2 2 9 3 4 4 6
A l a s k a  I n s .  C o . 1 4 3 2 8 0 4 4 5
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 6 2 1 2 8 2 0 1
A l l s t a t e  I n s .  C o . 1 0 0 1 5 4 2 8 3
A l 1 W e s t  I n s .  C o . 1 3 4 2 0 4 3 7 6
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 1 4 6 3 0 6 4 8 4
A m e r i c a n  I n s .  C o . 1 4 6 3 0 6 4 8 4
A s s o c i a t e d  I n d e m n i t y  C o . 94 2 5 0 3 7 0
A u t o m o b i l e  I n s .  P l a n 1 9 5 6 2 4 8 4 9
C o n t i n e n t a l  I n s .  C o . 1 1 8 2 2 9 3 6 C
C r i t e r i o n  I n s .  C o . 1 5 1 3 2 8 5 2 1
O a i r y l a n d  I n s .  C o . 2 1 4 5 8 8 8 6 5
F i r e m a n s  F u n d  I n s .  C o . 1 4 6 3 0 6 4 8 4
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 3 3 3 5 5 2 9 5 1
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 1 0 0 2 2 1 3 4 9
H o r a c e  M a n n  I n s .  C o . 9 9 1 9 3 3 1 1
I n s u r a n c e  S e r v i c e s  O f f i c e 1 4 3 2 8 0 4 4 5
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o . 1 3 0 2 7 2 4 2 2
L e a d e r  n a t i o n a l  I n s .  C o . 3 5 4 5 1 0 9 5 4
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 1 4 5 2 8 1 4 5 0
N a t i o n a l  I n d e m n i t y  C o . 3 3 6 6 2 2 1 , 0 1 5
N a t i o n a l  S u r e t y  C o . 1 9 0 3 9 8 6 2 4
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 1 1 0 1 8 8 3 2 2
N a t i o n w i d e  M u t u a l  I n s .  C o . 1 1 5 1 9 6 3 3 5
P r o g r e s s i v e  C a s u a l t y  C o . 2 0 1 5 1 0 7 7 1
S t a t e  F a r m  F i r e  S  C a s u a l t y  C o . 1 4 4 3 5 8 5 3 9
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o . 9 6 2 6 2 3 8 2
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A ) 8 9 1 9 6 2 9 9
U S A A  C a s u a l t y  I n s .  C o . 1 0 1 2 2 4 3 4 0

T E R R I T O R Y  4 -  ( J I I N E A O / S O U T H E A S 1  A L A S K A )

C o m p a n y  N a m e

A m e r i c a n  A u t u m o b t l e  I n s .  C o .
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
F i r e m a n s  F u n d  I n s .  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .

T o t a l  
P h y s i c a l  A l l

L i a b i l i t y  D a m a g e  C o v e r a g e s

2 0 6  2 3 0  4 6 2
2 0 6  2 3 0  4 6 2
1 3 2  1 8 0  3 4 0
2 0 6  2 3 0  4 6 2
2 6 8  2 9 8  5 9 4
1 0 0  1 9 2  3 1 5
1 0 4  2 0 0  3 2 7
1 2 0  3 4 8  5 0 1

7 y  2 5 2  3 5 4



EXAMPLE B:20-year old,single, male driver (licensed 3yrs.) 
Principal operator-no drivers training 

No accidents or citations 
Pleasure use(less than 7,500 miles annually)

T E R R I T O R Y  1  -  ( A N C H O R A G E )

C o m p a n y  N a n t j

A I U  I n s .  C o .
A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l s t a t e  I n s .  C o .
A l  1 W e s t  I n s .  C o .
A m e r i c a n  A u t o m o b i l e  I n s .  C o .
A m e r i c a n  i n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
A u t o m o u i l e  I n s .  P l a n  
C o n t i n e n t a l  I n s .  C o .
C r i t e r i o n  I n s .  C o .
[ f a i r y l a n d  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .
H o r a c e  M a n n  I n s .  C o .
I n s u r a n c e  S e r v i c e s  O f f i c e  
I n t e r n a t i o n a l  S e r v i c e  i n s .  C o .

L e a d e r  N a t i o n a l  I n s .  C o .
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o .
N a t i o n a l  I n d e m n i t y  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
P r o g r e s s i v e  C a s u a l t y  C o .
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o i ' l ' . e  I n s .  C e .  
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A )  
U S A A  C a s u a l t y  I n s .  C o .

T o t a l  
P h y s i c a l  A l l

L i a b i l i t y  D a m a g e  C o v e r a g e s

5 2 9 9 8 8 1 , 5 6 4
4 9 4 8 2 6 1 , 3 1 6
2 3 9 4 0 2 6 6 3
4 5 6 6 3 6 1 , 1 4 3
5 1 7 6 5 5 1 , 2 7 4
5 8 4 8 1 8 1 , 4 7 0
5 8 4 8 1 8 1 , 4 7 0
3 8 8 6 7 0 1 , 1 0 2
7 3 1 1 , 9 8 0 2 , 7 6 9
4 9 4 8 0 6 1 , 3 4 6
5 0 9 8 4 7 1 , 3 9 1
4 5 4 1 , 2 3 6 1 , 7 5 3
5 8 4 8 1 8 1 , 4 7 0
6 1 0 1 , 0 1 9 1 , 7 1 9
5 3 0 7 5 6 1 , 3 4 7
5 5 6 7 4 2 1 , 3 4 8
1 8 5 3 0 6 5 1 3
5 8 1 6 7 5 1 , 3 0 2
6 5 0 1 , 0 0 8 1 , 7 4 8
5 3 3 8 7 5 1 , 4 5 8
6 9 3 1 , 1 8 4 1 , 9 3 4
7 5 8 1 , 0 6 2 1 , 9 0 2
5 0 7 8 2 5 1 , 3 8 6
5 2 8 8 5 9 1 , 4 4 2
5 5 2 1 , 1 3 7 1 , 7 4 9
5 9 0 1 , 2 9 0 1 , 9 5 1
5 1 1 1 , 2 0 7 1 , 7 7 4
3 0 7 5 8 0 9 1 6
3 5 1 6 6 3 1 , 0 4 6

T L R R I  T O R Y

C o m p a n y  N a m e

A I U  I n s .  C o .
A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l s t a t e  I n s .  C o .
A l  I W e s t  I n s .  C o .
A m e r i c a n  A u t o m o b i l e  I n s .  C o .
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
A u t o m o b i l e  I n s .  P l a n  
C o n t i n e n t a l  I n s .  C o .
C r i t e r i o n  I n s .  C o .
D a i r y  l a n d  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .
H o r a c e  M a n n  I n s .  C o .
I n s u r a n c e  S e r v i c e s  O f f i c e  
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o .

L e a d e r  N a t i o n a l  I n s .  C o .
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o .
N a t i o n a l  I n d e m n i t y  C o .
N a t i o n a l  S u r e t y  C o .

. a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  i n s .  C o .
P r o g r e s s i v e  C a s u a l t y  C o .
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .  
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A )  
U S A A  C a s u a l t y  I n s .  C o .

2  -  ( F A I R B A N K S )

T o t a l  
P h y s i c a l  .  A l l

L i a b i 1 i t y  D a m a g e  C o v e r a g e s

5 0 9  1 , 1 8 3  1 , 7 4 4
4 8 0  9 8 6  1 , 5 1 5
2 3 4  4 8 1  7 4 0
4 3 0  7 0 4  1 , 1 8 3
4 4 2  7 0 9  1 , 1 1 3
8 6 0  9 4 8  1 , 8 6 4
8 6 0  9 4 8  1 , 8 6 4
5 5 8  7 8 0  1 , 3 8 0
8 4 8  2 , 2 7 4  3 , 1 9 1
4 8 0  9 8 6  1 , 5 1 5
4 3 3  li6 1 , 2 3 1
4 0 6  1 , 3 2 6  1 , 7 8 9
8 6 0  9 4 8  1 , 8 6 4
6 4 3  1.155 1 , 7 9 0
4 6 8  8 6 2  1 , 3 8 6
4 4 U  7 3 6  1 , 2 2 4
4 8 U  9 8 6  1 , 5 1 5
5 1 3  7 6 8  1 , 3 1 4
5 7 0  1 , 0 3 0  1 , 6 9 0
6 2 2  1 , 0 3 5  1 , 6 1 3
6 1 9  1 , 2 6 1  1 , 9 2 7

1 , 1 1 8  1 , 2 3 4  2 , 4 2 0
6 7 1  9 4 2  1 , 5 6 9
6 9 4  9 8 1  1 , 6 3 3
4 9 7  1 , 2 0 1  1 , 7 6 8
5 9 7  1 , 4 0 4  2 . 0 6 7
5 1 b  1 , 3 6 1  1 , 9 3 0
2 9 8  6 9 1  1 , 0 2 0
3 4 1  7 9 0  1 , 1 6 5



T E K k'ITORY 3 - ( R E M A I N D E R  OF S T A T E )

A I U  I n s .  C o .
A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l I  s t a t e  I n s .  C o .
A l l  W e s t  I n s .  C o .
A m e r i c a n  A u t o m o b i l e  I n s .  C o .
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
A u t o m o b i l e  I n s .  P l a n  
C o n t i n e n t a l  I n s .  C o .
C r i t e r i o n  I n s .  C o .
D a i r y  I a n d  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C c .
H o r a c e  M a n n  I n s .  C o .
I n s u r a n c e  S e r v i c e s  O f f i c e  
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o .
L e a d e r  N a t i o n a l  I n s .  C o .
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o .
N a t i o n a l  I n d e m n i t y  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
P r o g r e s s i v e  C a s u a l t y  C o .
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .  
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A )  
U S A A  C a s u a l t y  I n s .  C o .

C o m p a n y  N a m e

T o t a l
P h y s i c a l  A l l

L i a b i l i t y  D a m a g e  C o v e r a g e s

3 9 3 8 9 8 1 , 3 3 9
3 7 5 7 3 2 1 , 1 5 3
1 7 7 3 b 5 6 6 4
3 4 2 6 1 4 9 9 9
3 6 4 5 9 5 1 , 0 0 U
4 1 4 8 6 6 1 , 3 4 2
4 1 4 8 6 6 1 , 3 4 2
2 6 6 7 1 4 1 , 0 2 8
6 8 3 1 , 7 9 7 2 , 5 4 5
3 7 5 7 5 2 1 , 1 7 3
3 3 9 7 5 8 1 , 1 3 9
3 5 8 1 , 3 2 0 1 , 7 4 1
4 1 4 8 6 6 1 , 3 4 2
4 7 4 1 , 0 2 7 1 , 5 7 5
3 4 8 7 6 5 1 , 1 5 9
3 5 1 6 8 7 1 , 0 8 3
3 7 5 7 5 2 1 , 1 7 3
3 7 1 7 7 5 1 , 1 8 6
5 7 4 9 6 2 1 , 6 2 6
4 1 3 8 0 1 1 , 2 6 4
5 0 5 1 , 2 5 5 1 , 8 1 7
5 3 8 1 , 1 2 6 1 , 7 4 0
4 5 1 7 7 3 1 , 2 7 4
4 7 1 8 0 5 1 , 3 2 8
4 1 4 1 , 0 8 6 1 , 5 6 0
5 0 2 1 , 2 4 5 1 , 8 1 3
4 3 3 1 , 1 8 7 1 , 6 7 4
2 3 1 5 2 5 7 8 5
2 6 5 6 U I 8 9 8

T E R R I T O R Y  A -  (  I U N E a U / S O U T H E A S T  A L A S K A )

T o t a l
P h y s i c a l  A l l

C o m p a n y  N a m e L i a b i 1 i t y D a m a g e C o v e r a g e

Aiu.  r i c a n  A u t o m o b i l e  I n s .  C o . 5 8 2 6 5 2 1 , 2 8 4
A m e r i c a n  I n s .  C o . 5 8 2 6 5 2 1 , 2 8 4
A s s o c i a t e d  I n d e m n i t y  C o . 3 7 8 5 3 4 9 4 8
F i r e m a n s  F u n d  I n s .  C o . 5 8 2 6 5 2 1 , 2 8 4
N a t i o n a l  S u r e t y  C o . 7 5 6 8 4 8 1 , 6 6 6
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 4 0 8 7 8 7 1 , 2 4 4
N a t i o n w i d e  M u t u a l  I n s .  C o . 4 2 6 8 2 0 1 , 2 9 4
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o . 4 1 6 1 , 2 0 8 1 , 6 8 1
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o . 3 5 9 1 , 1 4 2 1 , 5 4 5



*3?.

EXAMPLE CrAdult driver (married over 25) 
One at fault accident in past year,over $500 damage 

Drives ten miles to work daily (over 7,500 miles 

annually)

T E R R I T O R Y  1  -  ( A N C H O R A G E )

T o t a l

C o m p a n y  N a m e L i a b i V t y
P h y s i c a l

D a m a g e
A l l

C o v e r a g e s

A I U  I n s .  C o . 3 1 3 5 8 3 9 2 8
A l a s k a  I n s .  C o . 2 9 3 4 8 9 8 1 2
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 1 3 9 2 3 3 3 8 7
A l l s t a t e  I n s .  C o . 2 2 2 2 4 8 5 0 5
A l 1 W e s t  I n s .  C o . 4 1 3 5 2 1 1 , 0 1 6
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 3 3 8 4 7 4 8 6 0
A m e r i c a n  I n s .  C o . 3 3 8 7 4 7 8 6 0
A s s o c i a t e d  I n d e m n i t y  C o . 2 2 0 3 8 8 6 4 6
A u t o m o b i l e  I n s .  P l a n 3 8 b 7 4 8 1 , 1 7 2
C o n t i n e n t a l  I n s .  C o . 2 9 3 4 8 9 8 1 2
C r i t e r i o n  I n s .  C o . 2 9 9 4 9 3 8 4 6
D a i r y  l a n d  I n s .  C o . 3 8 2 6 3 6 1 , 0 8 1
F i r e m a n s  F u n d  I n s .  C o . 3 3 8 4 7 4 8 6 0
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 4 5 5 5 7 2 1 , 1  c
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 2 8 8 4 1 0 7 4 0
H o r a c e  M a n n  I n s .  C o . 2 7 8 3 7 1 6 7 8
I n s u r a n c e  S e r v i c e s  O f f i c e 2 9 3 4 8 9 8 1 2
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o . 3 3 7 3 9 1 7 5 8
L e a d e r  N a t i o n a l  I n s .  C o . 3 9 0 5 3 0 1 , 0 1 0
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 2 9 0 4 7 6 7 9 8
N a t i o n a l  I n d e m n i t y  C o . 4 6 2 5 7 1 1 , 0 9 0
N a t i o n a l  S u r e t y  C o . 4 4 0 6 1 6 1 , 1 1 2
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 1 7 3 2 8 2 4 8 3
N a t i o n w i d e  M u t u a l  I n s .  C o . 1 8 0 2 9 3 5 0 3
P r o g r e s s i v e  C a s u a l t y  C o . 3 2 2 5 3 1 9 1 3
S t a t e  F a r m  F i r e  £  C a s u a l t y  C o . 2 2 6 4 8 5 7 5 4
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s . C o . 1 3 7 3 2 3 4 8 6
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n . ( U S A A ) 1 8 2 3 4 3 5 4 4
U S A A  C a s u a l t y  I n s .  C o . 2 0 9 3 9 2 6 2 2

T E R R I T O R Y  2

C o m p a n y  N a m e

-  ( F A I R U A N K S )  

L i a b i l i t y
P h y s i c a l

D a m a g e

T o t a l
A l l

C o v e r a g e s

A I U  I n s .  C o . 3 0 1 6 9 7 1 , 0 3 2
A l a s k a  I n s .  C o . 2 8 6 5 8 1 8 9 9
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 1 3 5 2 7 9 4 3 1
A l l s t a t e  I n s .  C o . 2 1 0 2 7 6 5 1 9
A l  1 W e s t  I n s .  C o . 3 5 4 5 6 4 9 9 9
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 4 9 8 5 5 0 1 , 0 8 6
A m e r i c a n  I n s .  C o . 4 9 8 5 5 0 1 , 0 8 6
A s s o c i a t e d  I n d e m n i t y  C o . 3 2 4 4 5 2 8 0 6
A u t o m o b i l e  I n s .  P l a n 3 8 7 8 7 0 1 , 2 9 7
C o n t i n e n t a l  I n s .  C o . 2 8 6 5 8 1 8 9 9
C r i t e r i o n  I n s .  C o . 2 5 7 4 4 9 7 5 4
U a i r y l a n d  I n s .  C o . 3 2 2 6 8 4 1 , 0 6 9
F i r e m a n s  F u n d  I n s .  C o . 4 9 8 5 5 0 1 , 0 8 6
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 4 0 6 6 6 3 1 , 1 4 3
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 2 5 4 4 6 8 7 6 1
H o r a c e  M a n n  I n s .  C o . 2 2 0 3 6 8 6 1 6
I n s u r a n c e  S e r v i c e s  O f f i c e 2 8 b 5 8 1 8 9 9
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o . 2 9 7 4 3 9 7 6 5
L e a d e r  N a t i o n a l  I n s .  C o . 3 6 0 5 5 0 1 , U O O
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 2 8 4 5 6 3 8 8 2
N a t i o n a l  I n d e m n i t y  C o . 4 1 2 6 1 7 1 , U 0 6
N a t i o n a l  S u r e t y  C o . 6 4 8 7 1 4 1 , 4 0 8
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 1 9 5 3 2 2 5 4 6
N a t i o n w i d e  M u t u a l  I n s .  C o . 2 0 3 3 3 5 5 6 8
P r o g r e s s i v e  C a s u a l t y  C o . 2 8 9 5 6 7 9 1 6
S t a t e  F a r m  F i r e  £  C a s u a l t y  C o . 2 2 9 5 2 4 7 9 3
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s . C o . 1 3 8 3 6 4 5 2 8
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n . ( U S A A ) 1 7 7 4 0 8 6 0 5
U S A A  C a s u a l t y  I n s .  C o . 2 0 4 4 6 6 6 9 2



T E R R I T O R Y  3 - ( R E M A I N D E R  OF S TA T E)

T o t a l
P h y s i c a l  A l l

C o m p a n y  N a m e  L i a b i 1 i t y  D a m a g e  C o v e r a g e s

A I U  I n s .  C o . 2 3 4 5 3 2 7 9 8
A l a s k a  I n s .  C o . 2 2 5 4 4 6 7 0 1
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 1 0 3 2 1 1 3 2 9
A l 1 s t a t e  I n s .  C o . 1 6 2 2 4 0 4 3 3
A l  1 W e s t  I n s .  C o . 2 9 3 4 7 4 8 4 7
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 2 4 0 5 2 6 8 U 8
A m e r i c a n  I n s .  C o . 2 4 0 5 2 6 8 0 8
A s s o c i a t e d  I n d e m n i t y  C o . 1 5 6 4 1 4 5 9 8
A u t o m o b i l e  I n s .  P l a n 3 1 1 6 8 6 1 , 0 3 5
C o n t i n e n t a l  I n s .  C o . 2 2 5 4 4 6 7 0 1
C r i t e r i o n  I n s .  C o . 2 0 5 4 5 0 7 0 3
D a i r y l a n d  I n s .  C o . 2 8 6 6 8 4 1 ,  0 C 9
F i r e m a n s  F u n d  I n s .  C o . 2 4 0 5 2 b 8 0 0
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 3 5 5 5 8 3 1 , 0 0 4
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 1 8 9 4 1 5 6 3 P
H o r a c e  M a n n  I n s .  C o . 1 72) 3 4 3 5 4 6
I n s u r a n c e  S e r v i c e s  O f f i c e 2 2 5 4 4 6 7 0 1
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o . 2 1 4 4 4 9 6 9 0
L e a d e r  N a t i o n a l  I n s .  C o . 3 5 4 5 1 0 9 5 4
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 2 2 5 4 3 6 6 9 3
N a t i o n a l  I n d e m n i t y  C o . 3 3 6 6 2 2 1 , 0 1 5
N a t i o n a l  S u r e t y  C o . 3 1 2 6 8 4 1 , 0 4 6
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 1 5 4 2 o 4 4 4 5
N a t i o n w i d e  M u t u a l  I n s .  C o . 1 6 1 2 7 5 4 6 3
P r o g r e s s i v e  C a s u a l t y  C o . 2 4 1 5 1 0 8 1 1
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o . 1 9 2 4 6 6 6 9 9
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o . 1 1 6 3 1 7 4 5 9
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A ) 1 3 9 3 1 1 4 6 9
U S A A  C a s u a l t y  I n s .  C o . 1 5 9 3 5 6 5 3 6

T E R R I T O R Y  4 -  ( J U N E A U / S O U T H L A S T  A L A S K A )

C o m p a n y  N a m e

A m e r i c a n  A u t o m o b i l e  I n s .  C o .
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
F i r e m a n s  F u n d  I n s .  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
S t a t e  F a r m  f i r e  £  C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .

T o t a l
P h y s i c a l  A l l

L i a b i l i t y  D a m a g e  C o v e r a g e s

3 3 6 3 7 8 7 4 8
3 3 6 3 7 8 7 4 8
2 2 0 3 0 8 5 5 4
3 3 6 3 7 8 7 4 8
4 3 6 4 9 2 9 6 8
1 3 9 2 6 9 4 3 5
1 4 5 2 8 0 4 5 2
1 6 0 4 5 3 6 5 0

9 6 3 0 5 4 2 5



. . . . . .  .

EXAMPLE D: 20 year old, single female driver (licensed 3 years +) 
Principle operator- no drivers training 

No accidents or citations 
Pleasure use of vehicle (less than 7,500 miles annually)

T E R R I T O R Y  1  -  ( A f l C H 0 R A G E )

T o t a l
P h y s i c a l  A l l

C o m p a n y  N a m e  L i a b i 1 i t y  D a m a g e  C o v e r a g e s

A I U  I n s .  C o .  2 4 1  4 4 8  7 1 5
A l a s k a  I n s .  C o .  2 2 7  3 7 7  6 2 9
A l a s k a  P a c i f i c  A s s u r a n c e  C o .  1 0 5  1 7 7  2 9 5
A l l s t a t e  I n s .  C o .  2 6 0  3 2 4  o 3 9
A l l  W e s t  I n s .  C o .  2 7 2  3 3 9  6 6 3
A m e r i c a n  A u t o m o u i l e  I n s .  C o .  2 7 6  3 8 6  7 0 4
A m e r i c a n  I n s .  C o .  2 7 6  3 8 6  7 U 4
A s s o c i a t e d  I n d e m n i t y  C o .  1 8 0  3 1 8  5 3 2
A u t o m o b i l e  I n s . ,  P l a n  4 1  1 8 2 1  1 , 2 7 2
C o n t i n e n t a l  I n s .  C o .  2 2 7  3 7 7  6 2 9
C r i t e r i o n  I n s .  C o .  3 0 5  5 0 9  8 5 6
D a i r y  l a n d  I n s .  C o .  3 4 6  7 9 2  1 , 2 0 1
F i r e m a n s  F u n d  I n s .  C o .  2 7 6  3 8 6  7 0 4
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o .  4 6 8  7 9 5  1 , 3 3 7
j t v e r n m e n t  E m p l o y e e s  I n s .  C o ,  2 7 0  3 8 4  6 9 5
H o r a c e  M a n n  I n s .  C o .  2 5 2  3 3 6  6 1 5
I n s u r a n c e  S e r v i c e s  O f f i c e  2 2 7  3 7 7  6 2 9
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o .  2 5 5  2 9 7  5 7 7
L e a d e r  N a t i o n a l  I n s .  C o .  4 9 4  7 6 8  1 , 3 5 2
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o .  2 9 9  4 9 2  8 2 3
N a t i o n a l  I n d e m n i t y  C o .  4 7 7  6 7 8  1 , 2 1 2
N a t i o n a l  S u r e t y  C o .  3 5 8  5 0 2  9 0 8
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  2 7 2  4 4 3  7 5 0
N a t i o n w i d e  M u t u a l  I n s .  C o .  2 8 3  4 6 1  7 8 1
P r o g r e s s i v e  C a s u a l t y  C o .  4 3 1  7 8 7  1 , 2 7 8
S t a t e  F a r m  F i r e  £  C a s u a l t y  C o .  3 5 8  7 8 2  1 , 1 9 2
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .  2 7 9  6 6 0  9 7 7
U n i t e d  S e r v l e t s  A u t o m o b i l e  A s s n .  ( U S A A )  1 4 0  2 6 4  4 2 0
U S A A  C a s u a l t y  I n s .  C o .  1 6 V  3 0 1  4 8 0

T E R R I T O R Y  2  -  ( F A I R B A N K S )

C o m p a n y  N a i n a L i a b i l i t y
P h y s i c a l

D a m a g e

T o t a l  
.  A l l

C o v e r a g e s

A I U  I n s .  C o . 2 3 2 5 3 5 7 9 5
A l a s k a  I n s .  C o . 2 2 1 4 4 7 6 9 5
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 1 0 2 2 1 2 3 2 8
A l l s t a t e  I n s .  C o . 2 4 4 3 7 0 6 5 7
A l  1 W e s t  I n s .  C o . 2 3 4 3 6 b 6 5 3
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 4 0 8 4 5 0 8 9 2
A m e r i c a n  I n s ,  C o . 4 0 8 4 5 0 8 9 2
A s s o c i a t e d  i n d e m n i t y  C o . 2 0 4 3 7 0 6 6 2
A u t o m o b i l e  I n s .  P l a n 4 1 2 9 4 5 1 , 3 9 9
C o n t i n e n t a l  I n s .  C o . 2 2 1 4 4 7 6 9 5
C r i t e r i o n  I n s .  C o . 2 6 2 4 5 7 7 6 1
D a i r y  l a n d  I n s .  C o . 3 1 0 8 4 0 1 , 2 1 3
F i r e m a n s  F u n d  I n s .  C o . 4 0 8 4 5 0 8 9 2
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 4 1 7 9 2 7 1 , 4 1 8
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 2 3 8 4 3 9 7 1 5
H o r a c e  M a n n  1 n s .  C o . 2 0 0 3 3 3 5 5 9
I n s u r a n c e  S e r v i c e s  O f f i c e 2 2 1 4 4 / 6 9 5
I n t e r n a t i o n a  S e r v i c e  I n s .  C o . 2 2 5 3 3 3 5 8 2
L e a d e r  N a t i o n a l  I n s .  C o . 4 1 8 7 9 2 1 , 3 0 0
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 2 9 3 5 8 1 9 1 0
N a t i o n a l  I n d e m n i t y  C o . 4 3 1 7 3 1 1 , 2 1 9
N a t i o n a l  S u r e t y  C o . 5 3 0 5 8 6 1 , 1  5 6
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 3 0 6 5 0 6 8 4 9
N a t i o n w i d e  M j t u a !  I n s .  C o . 3 1 9 5 2 6 8 8 3
P r o g r e s s i v e  C a s u a l t y  C o . 3 8 8 8 3 1 1 , 2 7 9
S t a t e  F a r m  F i r e  6  C a s u a l t y  C o . 3 6 2 8 5 1 1 , 2 6 2
S t a t e  F a r m  M i t u a l  A u t o m o b i l e  I n s .  C o . 2 8 2 744 1 , 0 b 2
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A ) 1 3 7 3 1 2 4 0 6
U S A A  C a s u a l t y  I n s .  C o . 1 5 7 3 5 / 5 3 2



TERRITORY 3 - (REMAINDER OF STATE)

P h y s i c a l
C o m p a n y  N a m e  U a b i l i t y  D a m a g e

A I U  I n s .  C o . 1 8 3 4 0 9
A l a s k a  I n s .  C o . 1 7 5 3 4 4
A l a s k a  P a c i f i c  A s s u r a n c e  C m . 7 8 1 6 0
A l l s t a t e  I n s .  C o . 1 9 6 3 2 4
A l I  W e s t  I n s .  C c . 1 9 5 3 0 9
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 1 9 6 4 1 0
A m e r i c a n  I n s .  C o . 1 9 6 4 1 0
A s s o c i a t e d  I n d e m n i t y  C o . 1 2 8 3 3 8
A u t o m o b i l e  I n s .  P l a n 3 3 1 7 4 6
C o n t i n e n t a l  I n s . ,  C o . 1 7 5 3 4 4
C r i t e r i o n  I n s .  C o . 2 0 9 4 5 9
U o . r y l a n d  I n s .  C o . 2 7 4 8 4 0
F i r e m a n s  F u n d  I n s .  C o . 1 9 6 4 1 0
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 3 6 4 8 1 1
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 1 7 7 3 8 9
H o r a c e  M a n n  I n s .  C o . 1 5 9 3 1 )
I n s u r a n c e  S e r v i c e s  O f f i c e 1 7 5 3 4 4
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o . 1 6 3 3 4 0
L e a d e r  N a t i o n a l  I n s .  C o . 4 0 0 7 3 4
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 2 3 2 4 5 0
N a t i o n a l  I n d e m n i t y  C o . 3 5 4 7 3 2
N a t i o n a l  S u r e t y  C o . 2 5 4 5 3 2
N a t i o n w i d e  M u t u a l  F 1 r e  I n s .  C o . 2 4 2 4 1 4
N a t i o n w i d e  M u t u a l  I n s .  C o . 2 5 3 4 3 2
P r o g r e s s i v e  C a s u a l t y  C o . 3 2 4 7 5 1
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o . 3 0 4 7 5 4
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o . 2 3 7 6 4 9
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A ) 1 0 7 2 4 1
U S A A  C a s u a l t y  I n s .  C o 1 2 3 2 7 6

T t R R H O K Y

C o m p a n y  N a m e

A m e r i c a n  A u t o m o b l l e  I n s .  C o .  
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
F i r e m a n s  F u n d  I n s .  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
S t a t e  F a r m  F i r e  ft C a s u a l t y  C o .  
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .

-  ( J U N E A U / S O U T H E A S T  A L A S K A )  

P h y s i c a l
L i a b i I i t y  D a m a g e

2 7 6  3 0 8
2 7 6  3 0 8
1 8 0  4 3 4
2 7 6  3 U 8
3 5 8  4 0 0
2 1 9  4 2 2
2 2 8  4 4 0
2 5 2  7 3 2

C o .  1 9 6  6 2 4

T o t a l
A l l

C o v e r a g e s

6 1 8
5 4 4  
2 5 1  
5 5 9
5 4 5  
6 4 4  
6 4 4  
4 9 6

1 , 1 1 7
5 4 4
7 1 U

1 , 1 7 7
6 4 4

1 , 2 4 1
5 9 9
4 9 5
5 4 4
5 2 6

1 , 2 2 4
7 1 4

1 , 1 4 3
8 3 0
6 9 1
7 2 0

1 , 1 3 5
1 , 1 0 8

9 2 2
3 6 4
4 1 6

T o t a l
A l l

C o v e *  a g e s

6 1 4
6 1 4
4 5 8
6 1 4
7 9 4
6 7 4
7 0 2

1 , 0 2 8
8 5 2



EXAMPLE E: Adult male driver (divorced, over 30 years old)
One, driving while intoxicated conviction, 28 months ago
SR-22 (Financial responsibility) filing required
One at-fault accident 12 months ago (over $500 damage)

TEK«n»tV'i''.ef»,a«’ffik ten m1,es dai,y <over 7,500 m l e s  annuall*>

C o m p a n y  N a m e L i a b i  1 i t y
P h y s i c a l

D a m a g e

T o t a l
A l l

C o v e r a g e s

A I U  I n s .  C o . 1 , 9 5 5 3 , 6 6 9 5 , 7 8 3
A l a s k a  I n s .  C o . 5 9 5 9 9 5 1 , 6 4 4
A i a s k a  P a c i f i c  A s s u r a n c e  C o . 2 9 1 4 8 6 8 0 3
A l l s t a t e  I n s .  C o . 4 6 U 3 6 2 8 2 1
A l l  W e s t  I n s .  C o . 8 4 8 1 , 0 4 1 2 , 0 5 7
A m e r i c a n  A u t o m o b i l e  I n s .  C o . 1 , 3 8 4 1 , 9 3 6 3 , 4 5 4
A m e r i c a n  I n s .  C o . 1 , 3 8 4 1 , 9 3 6 3 , 4 5 4

2 , 5 8 2A s s o c i a t e d  I n d e m n i t y  C o . 9 0 0 1 , 5 8 8
A u t o m o b i l e  I n s .  P l a n 9 6 6 1 , 8 7 0 2 , 9 1 0
C o n t i n e n t a l  I n s .  C o . NA N A N A
C r i t e r i o n  I n s .  C o .
D a i r y l a n d  I n s .  C o . 5 9 8 8 4 0 1 , 5 0 1
F i r e m a n s  F u n d  I n s .  C o . 1 , 3 8 4 1 , 9 3 6 3 , 4 5 4
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o . 5 5 6 7 7 1 1 , 4 0 9
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 6 2 9 8 9 7 1 , 5 9 5
H o r a c e  M a n n  I n s .  C o . 6 0 8 8 1 2 1 , 4 7 4
I n s u r a n c e  S e r v i c e s  O f f i c e 5 9 5 9 9 5 1 , 6 4 4
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o . 7 0 4 8 1 8 1 , 5 7 6
L e a d e r  N a t i o n a l  I n s .  C o . 5 7 4 7 3 8 1 , 4 0 2
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o . 6 2 6 1 , 0 2 9 1 , 7 1 2
N a t i o n a l  I n d e m n i t y  C o . 6 9 3 7 8 5 1 , 5 4 1
N a t i o n a l  S u r e t y  C o . 1 , 7 9 8 2 , 5 1 8 4 , 4 8 4
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 4 2 2 6 2 4 1 , 0 9 0
N a t i o n w i d e  M u t u a l  I n s .  C o . 4 3 9 6 4 9 1 , 1 3 4
P r o g r e s s i v e  C a s u a l t y  C o . 4 5 6 8 4 5 1 , 3 6 1
S t a t e  F a r m  F i r e  K C a s u a l t y  C o . 3 3 9 4 8 5 8 6 7
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o . 2 0 5 3 2 3 5 5 5
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A ) 3 6 9 6 9 9 i , i o ; :
U S A A  C a s u a l t y  I n s .  C o . 4 2 3 7 9 8 1 , 2 5 9

T E R R I T O R Y  2  -  ( F A I R B A N K S )

C o m p a n y  N a m e

A I U  I n s .  C o .
A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l s t a t e  I n s .  C o .
A l  I W e s t  I n s .  C o .
A m e r i c a n  A u t o m o b i l e  I n s .  C o .
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
A u t o m o b i l e  I n s .  P l a n  
C o n t i n e n t a l  I n s .  C o .
C r i t e r i o n  I n s .  C o .
U a i r y l a n d  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .
H o r a c e  M a n n  I n s .  C o .
I n s u r a n c e  S e r v i c e s  O f f i c e  
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o .
L e a d e r  N a t i o n a l  I n s .  C o .
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o .
N a t i o n a l  I n d e m n i t y  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
P r o g r e s s i v e  C a s u a l t y  C o .
S t a t e  F a r m  F i r e  & C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .  
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A A )  
U S A A  C a s u a l t y  I n s .  C o .

T o t a l
P h y s i c a l  A l l

L i a b i l i t y  D a m a g e  C o v e r a g e s

1 , 8 8 0 4 , 4 1 5 6 , 4 6 5
5 7 7 1 , 1 8 8 1 , 8 2 2
2 8 3 5 8 3 8 9 5
4 3 4 3 9 2 8 5 9
7 2 2 1 , 1 / 1 2 , 0 9 2

2 , 0 4 6 2 , 2 4 8 4 , 4 0 4
2 , 0 4 0 2 , 2 4 8 4 , 4 0 4
1 , 3 2 4 1 , 8 4 8 3 , 2 5 2
1 , 0 1 6 2 , 1 7 5 3 , 2 7 1

N A N A NA
5 3 2 9 2 6 1 , 5 3 8
4 9 0 8 8 8 1 , 4 4 1

2 , 0 4 0 2 , 2 4 8 4 , 4 0 4
4 9 6 8 5 4 1 , 4 2 4
5 5 5 1 , 0 2 3 1 , 6 4 1
4 8 2 8 0 5 1 , 3 3 8
5 7 7 1 , 1 8 8 1 . 8 2 2
6 2 1 9 1 7 1 , 5 0 8
5 1 8 7 8 4 1 , 3 9 2
6 1 3 1 , 2 1 6 1 , 8 9 3
6 1 9 8 4 5 1 , 5 2 7

2 , 6 5 2 2 , 9 2 2 5 , 7 2 0
4 7 5 7 1 2 1 , 2 3 3
4 9 5 7 4 1 1 , 2 8 3
4 1 0 8 9 7 1 , 3 6 7
3 4 3 5 2 4 9 0 /
2 0 7 3 6 4 5 9 7
3 5 9 9 3 3 1 , 2 2 8
4 1 1 9 5 2 1 . 4 0 3



TtKRITORY 3 - (REMAINDER OF STATE)

A I U  I n s .  C o .
A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l s t a t e  I n s .  C o .
A l I  W e s t  I n s .  C o .
A m e r i c a n  A u t o m o b i l e  I n s .  C c .
A m e r i c a n  I n s .  C o .
A s s o c i a t e d  I n d e m n i t y  C o .
A u t o m o b i l e  I n s .  P l a n  
C o n t i n e n t a l  I n s .  C o .
C r i t e r i o n  I n s .  C o .
D a i r y l a n d  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .
G l o b e  A m e r i c a n  C a s u a l t y  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .
H o r a c e  M a n n  I n s .  C o .
I n s u r a n c e  S e r v i c e s  O f f i c e  
I n t e r n a t i o n a l  S e r v i c e  I n s .  C o .
L e a d e r  N a t i o n a l  I n s .  C o .
L u m b e r m a n s  M u t u a l  C a s u a l t y  C o .  
N a t i o n a l  I n d e m n i t y  C o .
N a t i o n a l  S u r e t y  C o .
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
N a t i o n w i d e  M u t u a l  I n s .  C o .
P r o g r e s s i v e  C a s u a l t y  C o .
S t a t e  F a r m  F i r e  8  C a s u a l t y  C o .
S t a t e  F a r m  M u t u a l  A u t o m o b i l e  I n s .  C o .  
U n i t e d  S e r v i c e s  A u t o m o b i l e  A s s n .  ( U S A  
U S A A  C a s u a l t y  I n s .  C o .

Company Name

T o t a l
P h y s i c a l  A l l

L i a b i l i t y  D a m a g e  C o v e r a g e s

1 , 4 4 6 3 , 3 3 2 4 , 9 3 6
4 5 0 9 0 b 1 , 4 0 9
2 1 4 4 4 2 6 8 2
3 3 8 3 4 8 7 1 7
5'*2 9 7 9 1 , 7 3 9
9  W 2 , 0 5 2 3 , 1 5 4
9 7 8 2 , 0 5 2 3 , 1 5 4
6 3 8 1 , 6 9 0 2 , 4 1 4
8 2 8 1 , 7 1 6 2 , 6 1 8

NA N A N A
4 1 3 9 2 8 1 , 4 2 1
4 4 2 8 8 8 1 , 3 9 3
9 7 8 2 , 0 5 2 3 , 1 5 4
4 3 2 7 6 6 1 , 2 7 2
4 1 2 9 0 8 1 , 3 7 1
3 8 4 7 5 1 1 , 1 8 4
4 5 0 9 0 5 1 , 4 0 9
4 4 8 9 3 9 1 , 4 3 4
4 4 6 7 2 6 1 , 2 6 2
4 8 6 9 4 1 1 , 4 8 4
5 0 5 8 4 2 1 , 4 1 0

1 , 2 7 2 2 , 6 6 8 4 , 0 9 6
3 7 5 5 8 4 1 , 0 0 1
3 9 2 6 0 9 1 , 0 4 4
3 4 2 8 0 9 1 , 2 1 1
2 8 8 4 6 6 7 9 5
1 7 4 3 1 7 5 1 7
2 7 8 6 3 3 9 4 5
3 1 8 7 2 3 1 , 0 7 9

T L R R 1 T U R Y  A -  ( J U N E A U / S O U T H E A S T  A L A S K A )

C o m p a n y  N a m e L i a b i l i t y
P h y s i c a l

D a m a g e

T o t a l
A l l

C o v e r a g e

A m e r i c a n  A u t o m o b i l e  I n s .  C o . 1 , 3 7 8 1 , 5 4 6 3 , 0 2 4
A m e r i c a n  I n s .  C o . 1 , 3 7 8 1 , 5 4 6 3 , 0 2 4
A s s o c i a t e d  I n d e m n i t y  C o . 8 9 6 1 , 2 6 6 2 , 2 3 2
F i r e m a n s  F u n d  I n s .  C o . 1 , 3 7 8 1 , 5 4 6 3 , 0 2 4
N a t i o n a l  S u r e t y  C o . 1 , 7 9 2 2 , 0 1 0 3 , 9 2 1 1
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 3 3 9 5 9 5 9 7 5
N a t i o n w i d e  M u t u a l  I n s .  C o . 3 5 4 6 2 0 1 , 0 1 5
S t a t e  F a r m  F i r e  8  C a s u a l t y  C o . 2 3 9 4 5 3 7 2 9
S t a t e  F a r t a  M u t u a l  A u t o m o b i l e  I n s .  C o . 1 4 4 3 0 5 4 7 3
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1982 - STATISTICAL ANALYSIS 

HOMEOWNERS INSURANCE

- SUMMARY -

This portion of the 1982 Personal Lines Statistical Analyses is devoted 

to the Alaska homeowners insurance market. Following the statistical 
exhibits is a comparison of the rates charged by many writers of home­
owners insurance in Alaska. The comments that led off the Private 

Passenger Automobile summary apply likewise to the profitable homeowners 

market.

Exhibit I illustrates the percentage of the overall market garnered by 
each of the top 25 writers of homeowners insurance in Alaska (rank, 

based on written premium). State Farm Fire and Casualty leads the pack 
in 1981, as they have for many years. State Farm Fire and Casualty had 
41.9% of the market in 1981, the same percentage they had in 1980. They 
did increase their premium volume by 18.8% during 1981. Allstate, the 
second largest writer, lost about .3% of their share, down to 20.38% 
from 20.7% in 1930. Their premium volume was up 16.7%. Third place 
Alaska Pacific Assurance lost both market share and premium volume in 

1981. They had 5.23% of the market in 1981 compared to 6.8% in 1980, a 
drop of about 1.5% while premium volume dropped 7.3%. Continental held 
onto fourth place by increasing their market share by about .6% to 4.18% 

up from 3.6% in 1980, '.‘remium volume for them was up 39.4%. The largest 
gain in market share wr by Dependable Insurance Company now in fifth 
place with a 2.74% shura compared with 1% in 1980. Premium volume for 

Dependable was up 224.3%. Of the top ten companies, four increased 
their market share, four lost share and two stayed the same. Out of the 
ten companies, eight increased their premium volume in 1981. Of the 25 

companies, 11 increased their share while nine lost and five stayed the 
same. Overall, the 25 companies in 1981 represent 98.6% of the market 
compared to 1930 when the 25 top companies accounted for 99.9% of the 

market. Premium volume for 20 of the companies was up, only five had 
less written premium in 1981 than 1980. For all companies writing 
homeowners insurance in Alaska premium volume was $24,160,000, up 18.8% 
from $20,357,000 written in 1980.

While we are pleased that the market has spread somewhat, we are still 

concerned that nearly 75% of the homeowners market is shared by five 
companies. Even more disturbing is the fact that two companies hold 
over 62% of the market. The division is rather powerless to change this 
concentration and, therefore, must rely on the other companies writing 
in Alaska to aggressively pursue a larger share of the market. Companies 
writing this coverage have been able to show a profit in 11 of the past 
12 years and we are at a loss as tc why more companies are not actively 
seeking more new business.



Exhibit II adds credence to the above point. Here we have the ss.ne 25 
companies and their loss ratios for 1978-1981. As the chart shows, 1981 

was a return to the profitable experience experienced i't every year 

since 1969, a record marred only by 1980's wind storm Tosses. The loss 
ratio for all companies was 49.9%, an improvement of 74 percentage 
points over the 123.9% loss ratio of 1980 and .4% better than 1979. Of 

the 25 companies, 15 had loss ratios of 50% or less, 14 had 40% or less 
and seven had a loss ratio of 20% or less.

Exhibit III further illustrates how profitable homeowners insurance has 
been in Alaska. This chart lists the top 25 companies along with their 
expenses in 1981. In 1980, 16 companies had combined loss ratios 

greater than 100%; in 1981, 16 companies had less than a 100% combined 
loss ratio. Of the eight companies with combined ratios over iu0%, six 
had expenses that exceeded the 45% that this division considers accept­
able, Total expenses averaged 42.4% which when combined with the actual 
loss ratio for the 25 companies of 50.7%, indicates a combined of 93.1%, 
this leaves 6.9% for profit and the ever popular IBNR (incurred but not 

reported) claimed.

Norm Cheney

Insurance rket Analyst



EXHIBIT I 

CHART I

Company Name

1. State Farm Fire & Casualty Co.

2. Allstate Ins. Co.
3. Alaska Pacific Assurance

4. Continental Ins. Co.
5. Dependable Ins. Co.
6. Horace Mann Ins. Co.
7. American Ins. Co.
8. State Farm General Ins. Co.

9. Alaska Ins. Co.
ID. Associated Indemnity Corp.,
11. Pacific Employers Ins. Co.
12. United Services Automobile Assn.

13. Allstate Indemnity Co.
14. Industrial Indemnity Co.
15. Industrial Indemnity Co. of Ak.
16. Great American 1'is. Co. of Ak.
17. Nationwide i'lutual Fire Ins. Co.
18. Insurance Co. of North America

19. Firemans Fund Insurance Co.
20. American Motorists Ins. Co.

21. Colonial Penn Ins. Co.

22. Umialik Ins. Co.
23. Government Employees Ins. Co.

24. USAA Casualty Ins. Co.
25. American Bankers Ins. Co. of Florida

Total Top 25 Companies 

Total A l 1 Companies

*Based on Top 25 Companies 1980

HOMEOWNERS MARKET SHARE

Written
Premium
1981

Market
Share
1981

Market
Share
1980

Market
Share
1979

Market
Share
1978

Cumulatv
Market
Share

1981

10,124 41.90 41.9 41.2 40.6 41.90
4,924 20.38 20.7 19.3 16.9 62.28

1,275 5.28 6.8 2.8 — 67.56

1,009 4.18 3.6 3.5 1.8 71.74

662 2.74 1.0 — — 74.48

655 2.71 2.7 2.9 2.8 77.19

598 2.48 3.3 4.2 4.6 79.67

587 2.43 2.5 2.6 2.9 82.10

555 2.30 2.2 2.4 1.9 84.40

514 2.13 2.0 2.3 2.7 86.53

512 2.12 2.3 1.2 — 88.65

447 1.85 1.8 1.9 1.8 90.50

346 1.43 1.9 2.1 1.2 91.93

288 1.19 .6 .5 — 93.12

285 1.18 1.4 1.3 — 94.30

238 .99 1.5 - - — 95.29

205 .85 .8 .8 .7 96.14

194 .80 - - - - — 96.94

88 .36 .4 .3 .2 97.30

80 .33 .5 — - - 97.63

72 .30 .3 .4 .5 97.93

58 .24 - - - - — 98.17

44 .18 .2 .2 .2 98.45

39 .16 .1 .1 .1 98.61

18

23,817
24,160

.07

98.58 99.9*

98.67

«



CHART II

Earned 

Premi um

Company Name 1981

1. State Farm Fire & Casualty 9,250
2. Allstate Ins. Co. 4,500
3. Alaska Pacific Assurance 1,321

4. Continental Ins. Co. 839
5. Dependable Ins. Co. 423

6. Horace Mann Ins. Co. 595
7. American Ins. Co. 642
8. State Farm General Ins. Co. 541

9. Alaska Ins. Co. 503
10. Associated Indemnity Corp. 442
11. Pacific Employers Ins. Co. 482
12. United Services Automobile Assn. 388
13. Allstate Indemnity Co. 372
14. Industrial Indemnity Co. 284
15. Industrial Indemnity Co. of Ak. 189
16. Great American Ins. Co. of Ak. 295
17. Nationwide Mutual Fire Ins. Co. 181
18. Insurance Co. of North America 200

19. Firemans Fund Ins. Co. 83
20. American Motorists Ins. Co. 92
21. Colonial Penn Ins. Co. 71

22. Umialik Ins. Co. 6
23. Government Employees Ins. Co. 41

24. USAA Casualty Ins. Co. 33
25. American Bankers Ins. Co. 18

Total Top 25 Companies 21,791 
Total All Companies 22,095

*Based on Top 25 Companies 1978, 1979, 1980

Source: Insurance Reports 1978-81

- -

IS LOSS RATIOS

ncurred

Losses

1981

Loss
Ratio

1981

Loss

Ratio
1980

Loss
Ratio

1979

Loss

Ratio
1978

4,450 48.1 140.1 55.1 31.3

2,865 63.7 158.1 61.8 40.8

822 62.2 73.0 18.1 - -

328 39.1 106.1 24.1 i 06.6

112 26.5 72.9 —

175 29.4 89.7 47.6 37.7

389 60.6 83.7 46.5 47.7

202 37.3 167.0 69.6 65.1

352 70.0 64.7 19.5 31.6

122 27.6 52.0 25.5 43.0

286 59.3 121.9 151.7 - -

64 16.5 181.3 30.1 16.0

72 19.4 37.1 28.7 76.9

191 67.3 66.4 11.5 - -

218 115.3 93.1 30.5 0.0
46 15.6 33.3 - - - -

65 35.9 40.6 4.4 4.7

(58) 0.0 150.2 48.6 27.8

156 200.0 49.3 0.0 78.5

8 8.7 52.4 - - 1.3

29 40.8 64.2 131 .0 15.4

0 0.0 - - - -

135 329.3 128.6 32.3 0.0
4 12.1 - - - - —

11 61.1 - - - -

11,054 50.7 124.6* 50.2* 35.2

11,025 49.9 123.9 50.3 35.1



CHART III

HUMt.OWNERS EXPENSE EXHIBIT 1981

Company Narm?

Earned
Premium

1981

Loss

Adjust­

ment

Expense

Coinssn.
and

Brkrg.

Utlier

Acquis.

& Field 

Supv. 

Collect.

Gen

Expns.

Taxes,

Licenses 
and Fees Total 

Incurred Expns.

Permi s . 

Loss 

Ratio

Act­
ual

Loss

Ratio

Comb. 

Loss 

Rat ios 
Col. 7 

and 9

1. State Farm Fire & Casualty Co. 9,250 6.9 19.0 3.6 3.2 2.7 35.4 64.6 48.1 83.5

2. Al lstate Ins. Co. 4,5U0 9.0 9.7 6.9 3.1 3.5 32.2 67.8 63.7 95.9

3. Alaska Pacific Assurance Co. 1,321 9.6 1 9.6 4.1 9.0 3.5 45.8 54.2 62.2 1U8.0
4. Continental Ins. Co. 839 6.5 21.1 3.5 9.9 2.9 43.9 56.1 39.1 83,0

5. Dependable Ins. Co. 423 6.1 47.4 1.4 1 .6 2.7 59.2 40.8 26.5 85.7

6. Horace Mann Ins. Co. 595 5.7 19.1 3.1 11.6 3.6 43.1 56.9 29.4 72.5

7. American Ins. Co. 642 . 8 22.4 4.1 8.8 3.1 46.2 53.8 60.6 106.8

8. State Farm General Ins. Co. 541 6.9 19.0 3.6 3.2 2.7 35.4 64.6 37.3 72.7

9. Alaska Ins. Co. 503 7.7 19.7 5.5 2.9 2.9 38.7 61.3 7U.U 108.7

1U. Associated Indemnity Corp. 442 7.8 22.4 4.1 8.8 3.1 46.2 53.8 27.6 73.8

11. Pacific Employers Ins. Co. 482 9.o 19.6 4.1 9.0 3.5 45.8 54.2 59.3 105.2

12. United Services Auto Assn. 388 8.0 (.3) 15.3 2.5 2.8 28.3 71.7 16.5 44.8

13. Allstate Indemnity Co. 372 9.U 9.7 6.9 3.1 3.5 32.2 b 7.8 19.4 51 .6
14. Industrial Indemnity Co. 284 8,4 22.6 3.4 11.5 3.1 49.0 51.0 67.3 1 16.3

15. Industrial Indemnity Co. of Alaska 189 8.4 22.6 3.4 11.5 3.1 49.0 51.0 115.3 164.3

16. Great American Ins. Co. of Ak. 295 4.0 25.3 4.0 9.3 4.0 46.7 53.3 15.6 62.3

17. Nationwide Mutual Fire Ins. Co. 181 8.0 16.2 7.2 4.2 4.4 4U.0 60.0 35.9 75.9

18. Insurance Co. of North America 2UU 9.1 19.4 4.0 9.4 3.5 45.4 54.6 0.0 45.4

19. Firemans Fund Ins. Co. 83 7.8 22.4 4.1 8.8 3.1 46.2 53.8 200.0 24b.2

20. American Mutorists Ins. Co. 92 6.7 21 .8 8.7 6.4 3.4 47.0 53.0 8.7 55.7

21. Colonial Penn Ins. Co. 71 14.2 .3 19.8 13.8 2.9 51.1 48.9 40.8 91.9

22. Umialik Ins. Co. NEW U U M E S T 1 1C CO,. FORMED 1981

23 Government Employees Ins. Co. 41 14.1 .1 11.1 13.2 1.8 40.8 59.2 329.3 370

24. USAA Casualty Ins. Co. 33 8.5 0 17.8 3.8 3.6 33.7 66.3 12.1 45.8

25. American Bankers Ins. Co. 18 1.9 10.7 1.9 9.5 3.6 35. 7 64.3 61.1 9 b .8



HOMEOWNERS INSURANCE RATE EXAMPLES

The rating examples on the following pages are all based on the same 
coverage levels and rating information. The product should not be 

judged solely on the basis of price. Service, in all its numerous 

aspects, is also an important consideration.

Rates are current as of 8/1/82.

Rating and Coverage D a t a :

Pol icy
Construction

Premium

Locations

Protection Classes 

Insured Amount Each 

Location & Protection Class

- HO-3

- Frame
- Annual ($100 deductible)

- Anchorage
- Fairbanks

- Juneau

- 4, 6, 8, 9, 10

- $ 50,000

- 80,000 
-  110,000



A N C H O R A G E
( s o . u o o )

P r o t e c t  i o n  C l a s s
4 6 0 y l o

A l a s k a  I n s .  C o . 1 7 5 1 7 5 2 4 1 3 8 3 4 3 8
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 3 0 1 3 0 1 4 4 y 5 0 3 5 8 3
A l l  S t a t e  I n s .  C o . 2 3 3 2 7 5 4 0 4 4 y 7 4 9  7
A l  I s t a t e  I n d e m n i  t y  C o . 3 5 0 4 1 3 b 0 6 7 4 6 7 4 b
A . n e r i c a n  I n s .  C o . 2 7 5 3 2 2 4 8 1 6 3 3 6 3 3
A m e r i c a n  M o t o r i s t s  I n s .  C o . 2 9 1 2y i 3 2 0 5 0 9 6 8 2
A s s o c i a t e d  I n d e m n i t y  C o . 2 2 8 2 b  7 3 y y 6 2 4 5 2 4
C o l o n i a l  P e n n  I n s .  C o . 2 3 1 2 3 1 2 3 1 4 3 5 4 3 5
C o n t i n e n t a l  I n s .  C o . 2 8 5 2 8 5 3 1 1 4 9 y 5 6 3
D e p e n d a b l e  I n s .  C o . 2 2 0 2 5 1 2 9 2 3 9 4 4 76
F i r e m a n s  F u n d  I n s .  C o . 2 7 5 3 2 2 4 8 1 6 3 3 6 3 3
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 2 9 5 2 9 3 3 2 5 5 1 5 5 8 9
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k . 2 1 9 21  y 2 4 1 3 8 3 4 3 8
H o r a c e  M a n n  I n s .  C o . 2 1 2 2 4  y 3 5 b 3 9 3 4 3 1
I n d u s t r i a l  I n d e m n i t y  C o . 2 1 1 2 1 1 3 1 2 3 8 9 4 4 5
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k . 3 2 3 3 2 3 4 7 7 5 9 6 6 8 4
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a 3 0 1 3 0 1 4 4 9 5 0 3 5 8 3
I n s u r a n c e  S e r v i c e s  O t t i c e 2 9 1 2 9 1 3 2 0 5 0 7 5 7 9
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 1 9 y 2 3 b 3 3 5 4 1 4 4 1 4
P a c i f i c  E m p l o y e r s  I n s .  C o . 2 4 1 2 4 1 3 5 9 4 0 2 4 b 6
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o . 2 0 9 2 4 6 3 5 1 4 3 5 4 3 5
S t a t e  F a r m  G e n e r a l  I n s .  C o . 2 7 7 3 2 2 4 5 0 5 5 1 5 5 1
U n i a l i k  I n s .  C o . 2 9 ! 2 9 1 3 2 0 5 0 7 5 7 9
U n i t e d  S e r v i c e s  A u t o  A s s o c . 1 9 0 1 9 0 2 0 9 3 3 0 3 7 7

A N C H O R A G E
(00,000)

P r o t e c t i o n  C l a s s
T " 6 " 8 9 1 0

A l a s k a  I n s .  C o . 2 8 6 2 8 6 3 9 4 6 2 6 7 1 7
A l a s k a  P a c i f i c  A s s u r a n c e  C o . 4 3 3 4 3 3 6 4 8 7 2 6 8 4 2
A l l  S t a t e  I n s .  C o . 3 0 8 3 6 3 5 3 3 6 5 6 6 6 6
A l l s t a t e  I n d e m n i t y  C o . 4 6 2 5 4 5 8 0 0 9 8 4 9 8 4
A m e r i c a n  I n s .  C o . 3 u 8 4 1 9 6 2 5 8 2 3 8 2 3
A m e r i c a n  M o t o r i s t s  I n s .  C o . 4 0 2 4 0 2 4 4 2 7 0 3 8 0 4
A s s o c i a t e d  I n d e m n i t y  C o . 2 y 6 3 4 7 5 1 9 6 8 1 6 8 1
C o l o n i a l  P e n n  I n s .  C o . 3 6 4 3 6 4 3 6 4 6 8 6 6 8 6
C o n t i n e n t a l  I n s .  C o . 4 1 1 4 1 1 4 5 2 7 1 9 8 2 0
D e p e n d a b l e  I n s .  C o . 2 8 0 2 1 2 2 7 2 5 0 5 6 1 5
F i r e m a n s  F u r . d  I n s .  C o . 3 5 8 4 1 9 6 2 5 8 2 3 8 2 3
G o v e r n m e n t  E m p l o y e e s  I n s .  C o . 5 6 0 5 6 0 6 1 8 y a i 1 , 1 2 1
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k . 3 5 8 3 5 8 3 9 4 6 2 6 7 1 6
H o r a c e  M a n n  I n s .  C o . 2 6 1 3 0 7 4 4 0 6 3 7 6 9 4
I n d u s t r i a l  I n d e m n i t y  C o . 2 9 4 2 9 4 4 3 5 5 4 3 6 2 2
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k . 4 5 1 4 5 1 6 6 6 8 3 3 9 5 7
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a 4 3 3 4 3 3 6 4 8 7 2 6 8 4 2
I n s u r a n c e  S e r v i c e s  O t t i c e 4 0 1 4 0 1 4 4 0 6 9 9 7 9 8
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o . 2 6 8 3 1 8 4 5 3 5 6 1 5 6 1
P a c i f i c  E m p l o y e r s  I n s .  C o . 3 4 6 3 4 6 5 1 8 5 8 1 6 7 4
S t a t e  F a r m  F i r e  6  C a s u a l t y  C o . 2 8 2 3 3 2 4 7 5 5 8 9 5 8 9
S t a t e  F a r m  G e n e r a l  I n s .  C o . 3 6 6 4 2 6 6 0 0 7 3 8 7 3 8
U m i a l i k  I n s .  C o . 4 0 1 4 0 1 4 4 0 6 9 9 7 9 8
O r i t e d  S e r v i c e s  A u t o  A s s o c . 2 6 1 2 6 1 2 8 7 4 5 5 5 2 0



A N C H O R A G E
( 110, 000)

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l l s t a t e  I n d e m n i t y  C o .
A m e r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o . '  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .
D e p e n d a b l e  i n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k .  
H o r a c e  M a n n  I n s .  C o .
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  O f f i c e  
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
P a c i f i c  E m p l o y e r s  I n s .  C o .
S t a t e  F a r m  F i r e  S  C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c  .

Protection Class
4 6 8 9 " ) 0

4 3 0 4 3 0 5 9 2 9 3 8 1 , 0 / 7
5 6 6 5 b b 8 4 / 94 y 1 , 1 0 1
3 9 5 4 6 b 6 8 3 8 4 1 8 4 1
5 9 3 6 y y 1 , 0 2 5 1 , 2 6 2 1 , 2 6 2
4 5 7 5 3 5 7 9 8 1 , 0 8 0 1 , 0 8 0
5 4 4 5 4 4 5 9 8 9 5 1 1 , 0 8 8
3 7 8 4 4 3 6 6 2 8 7 0 8 7 0
5 6 8 5 b 8 5 6 8 1 . 0 6 8 1 , 0 6 8
5 6 7 5 6 7 6 2 0 9 8 9 1 , 1 3 2
3 5 8 4 0 4 4 8 2 6 6 0 8 0 7
4 5 7 5 3 5 7 9 8 1 , 0 8 0 1 , 0 8 0
8 6 0 8 6 U 9 4 8 1 , 5 0 9 1 , 7 2 1
5 3 7 5 3 7 5 9 1 9 4 0 1 , 0 7 5
3 1 9 3 7 5 5 3 6 7 7 6 8 4  7
3 8 3 3 8 3 5 6 7 7 0 7 8 1 3
5 8 8 5 8 8 8 6 9 1 , 0 8 6 1 , 2 5 0
5 6 6 5 6 6 8 4 7 9 4 9 1 , 1 0 1
5 4 1 5 4 1 5 9 4 9 4 4 1 , 0 7 8
3 4 3 4 0 9 5 8 2 7 2 2 7 2 2
4 5 3 * 5 3 8 7 8 7 5 9 8 8 1
3 6 2 4 2 7 6 1 1 7 5 9 7 5 9
4 6 2 5 4 1 7 6 5 9 4 3 9 4 3
5 4 1 5 4 1 5 9 4 9 4 4 1 , 0 7 8
3 5 8 3 5 8 3 9 3 6 2 3 7 1 1

F A I R B A N K S
( 5 0 , 0 0 0 )

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l  I s t a t e  I n d e m n i t y  C o .
A m e r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o .  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .  
d e p e n d a b l e  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o t  A k .  
H o r a c e  M a n n  I n s .  C o ,
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  I f f  i c e  
N a t i o n w i d e  M u t u a l  F 1 - e  I n s .  C o .  
P a c i f i c  E m p l o y e r s  I n s .  C o .
S t a t e  F a r m  F i r e  6  C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c .

P r o t e c t  i o n  C l a s s
4 6 8 9 I U

1 7 5 1 7 5 2 4 1 3 8 3 4 3 8
3 5 7 3 5 7 5 3 1 5 9 5 6 9 1
2 3 3 2 7 5 4 0 4 4 9 7 4 9 7
3 5 0 4 1 3 6 0 6 7 * 6 7 4 6
3 9 6 4 6 3 6 9 3 9 1 1 9 1 1
2 9 1 2 9 1 3 2 0 5 0 9 5 8 2
3 2 9 3 8 5 5 7 6 7 5 7 7 5 7
2 3 1 2 3 1 2 3 1 4 3 5 4 3 5
2 8 5 2 8 5 3 1 1 4 9 9 5 6 8
2 4 6 2 / 1 3 0 / 4 2 2 5 6 4
3 9 6 4 6 3 6 9 3 9 1 1 9 1 1
2 9 5 2 9 5 3 2 5 5 1 5 5 8 9
2 1 9 2 1 9 2 4 1 3 8 3 4 3 8
2 1 2 2 4 9 3 5 6 3 9 3 4 3 1
2 4  7 2 4 / 3 6 4 4 5 7 5 2 3
3 7 9 3 7 y 5 5 9 7 0 0 8 0 4
3 5 7 3 5 7 5 3 1 5 9 5 6 9 1
2 y i 2 9 1 3,'.'0 5 0 7 5 7 9
2 3 7 2 7 5 3 9 6 4 8 9 4 8 8
2 8 G 2 8 6 4 2 5 4 7 6 5 5 3
2 4 8 2 9 0 4 1 6 5 1 3 5 1 3
3 2 5 3 7 6 5 2 8 6 4 6 6 4 6
2 9 1 2 9 1 3 2 0 5 0 7 5 7 9
1 9 0 1 9 0 2 0 9 3 3 0 3 7 7



F A I R B A N K S
( 8 0 , 0 0 0 )

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l l s t a t e  I n d e m n i t y  C o .
A f r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o .  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .
D e p e n d a b l e  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k .  
H o r a c e  M a n n  I n s .  C o .
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  O f f i c e  
N a t i o n w i d e  M u t u a l  F 1 r e  I n s .  C o .  
P a c i f i c  E m p l o y e r s  I n s .  C o .
S t a t e  F a r m  F i r e  f, C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c .

Protection Class
4 6 ■ " 6 y 1 0

2 8 6 2 8 6 3 9 4 6 2 6 7 1 7
5 1 5 5 1 5 7 6 7 8 6 0 9 9 9
3 0 F 3 6 3 5 3 3 6 5 6 6 5 6
4 6 2 5 4 5 8 0 0 9 8 4 9 8 4
5 1 5 6 0 2 9 0 1 1 , 1 8 4 1 , 1 8 4
4 0 2 4 0 2 4 4 2 7 0 3 8 0 4
4 2 8 5 0 1 7 4 9 9 8 4 9 8 4
3 6 4 3 6 4 3 6 4 6 8 6 6 8 6
4 1 1 4 1 1 4 5 2 7 1 9 8 2 0
2 4 o 2 7 1 3 0 7 4 2 2 5 6 4
5 1 5 6 0 2 9 0 1 1 , 1 8 4 1 , 1 8 4
5 6 0 5 6 0 6 1 8 9 8 1 1 , 1 2 1
3 5 8 3 5 8 3 9 4 6 2 6 7 1 6
2 6 1 3 0 7 4 4 0 4 8 6 5 3 2
3 4 5 3 4 5 5 0 9 6 3 8 7 3 1
5 3 0 5 3 0 7 8 1 9 7 9 1 , 1 2 5
5 1 5 5 1 5 7 6 7 8 6 0 9 9 9
4 0 1 4 0 1 4 4 0 6 9 9 7 9 8
3 0 6 3 5 6 5 1 2 6 3 2 6 3 2
4 1 2 4 1 2 6 1 4 5 0 6 7 9 9
3 2 0 3 7 5 5 3 9 6 6 5 6 6 5
4 1 2 4 7 8 6 7 7 8 3 0 8 3 0
4 0 1 4 0 1 4 4 0 6 9 9 7 9 8
2 6 1 2 6 1 2 8 7 4 5 5 5 2 0

F A I R B A N K S
(110,000)

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l l s t a t e  I n d e m n i t y  C o .
A m e r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o .  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .
D e p e n d a b l e  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k .  
H o r a c e  M a n n  I n s .  C o .
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  O f f i c e  
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
P a c i f i c  E m p l o y e r s  I n s .  C o .
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c .

P r o t e c t i o n  C l . i s s
4 6 8 9 1 6

4 3 0 4 3 0 5 9 2 9 3 8 1 , 0 7 7
6 7 2 6 7 2 1 , 0 0 3 1 , 1 2 4 1 , 3 0 7
3 9 5 4 6 6 6 8 3 8 4 1 8 4 1
5 9 3 6 9 9 1 , 0 2 5 1 , 2 6 2 1 , 2 6 2
6 5 7 7 6 9 1 , 1 5 0 1 , 5 1 2 1 . 5 1 2
5 4 4 5 4 4 5 9 8 9 5 1 1 , 0 8 8
5 4 6 6 3 9 9 5 6 1 , 2 5 7 1 , 2 5 7
5 6 8 5 6 8 5 6 8 1 , 0 6 8 1 , 0 6 0
5 6 7 5 6 7 6 2 0 9 8 9 1 , 1 3 2
3 9 7 4 4 4 5 1 1 7 0 5 1 , 0 3 5
6 5 7 7 6 9 1 , 1 5 0 1 , 5 1 2 1 , 5 1 2
8 6 0 8 6 0 9 4 8 1 , 5 0 9 1 , 7 2 1
5 3 7 5 3 7 5 9 ! 9 4 0 1 , 0 7 5
3 1 9 3 7 5 5 3 6 5 9 2 6 4 9
4 5 0 4 5 0 6 6 4 8 3 4 9 5 6
6 9 1 6 9 1 1 , 0 2 0 1 , 2 7 8 1 , 4 7 0
6 7 2 6 7 2 1 , 0 U 3 1 , 1 2 4 1 , 3 0 7
5 4 1 5 4 1 5 9 4 9 4 4 1 . 0 7 8
3 8 6 4 4 8 6 4 7 7 9 7 7 9 7
5 3 8 5 3 8 9 8 3 8 9 9 1 , 0 4 6
4 0 4 4 7 3 6 8 1 8 4 1 8 4 1
5 1 3 5 9 7 8 5 0 1 , 0 4 3 1 , 0 4 3
5 4 1 5 4 1 5 9 4 9 4 4 1 , 0 7 8
3 5 8 3 5 8 3 9 3 6 2 3 7 1 1



P r o t e c t i o n  C l a s s
i 5 « ~ t ~  nr

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l l s t a t e  I n d e m n i t y  C o .
A m e r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o .  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .
D e p e n d a b l e  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k .  
H o r a c e  M a n n  I n s .  C o .
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o .  o f  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  O f f i c e  
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
P u ' i t l c  E m p l o y e r s  I n s .  C o .
S t a t t  c a r m  F 1 r e  &  C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c .

1 7 5 1 7 5 2 4 1 3 8 3 4 3 8
2 6 5 2 6 5 3 9 3 4 3 9 5 1 1
2 1 2 2 2 1 3 1 8 3 8 4 3 8 4
3 1 8 3 3 2 4 7 7 5 7 6 5 7 6
2 3 3 2 5 6 3 8 1 5 2 4 5 2 4
2 9 1 2 9 1 3 2 0 5 0 9 5 8 2
1 9 3 2 1 2 3 1 6 4 3 4 4 3 4
2 1 2 2 1 2 2 1 2 4 3 5 4 3 5
2 7 5 2 7 5 3 0 1 4 7 9 5 4 6
2 0 5 2 1 8 2 7 8 3 7 7 4 5 6
2 3 3 2 5 6 3 8 1 5 2 4 5 2 4
2 9 5 2 9 5 3 2 5 5 1 5 5 8 9
2 1 9 2 1 9 2 4 1 3 8 2 4 3 8
1 8 0 2 1 2 3 0 3 4 3 8 4 7 8
2 1 1 2 1 1 3 1 2 3 8 9 4 4 5
3 2 3 3 2 3 4 7 7 5 9 6 6 8 4
2 6 5 2 6 5 3 9 3 4 3 9 5 1 1
2 9 1 2 9 1 3 2 0 5 0 7 5 7 9
1 7 8 2 0 1 2 8 2 3 4 0 3 4 0
2 1 2 2 1 2 3 1 4 4 1 9 4 0 9
1 8 6 2 1 1 2 9 7 3 5 9 3 5 9
2 5 0 2 8 0 3 8 3 4 5 8 4 5 8
2 9 1 2 9 1 3 2 0 5 0 7 5 7 9
1 9 0 1 9 0 2 0 9 3 3 0 3 7 7

J U N E A U
( 8 0 , 0 0 0 )

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l l s t a t e  I n d e m n i t y  C o .
A m e r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o .  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .
D e p e n d a b l e  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o t  A k .  
H o r a c e  M a n n  I n s .  C o .
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o  o l  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  O f f i c e  
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
P a c i f i c  E m p l o y e r s  I n s .  C o .
S t a t e  F a r m  F i r e  X C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c .

P r o t e c t i o n  C l a s s
4 6 8 9 1 0

2 8 6 2 8 6 3 9 4 6 2 6 7 1 7
3 8 1 3 8 1 5 6 / 6 3 3 7 3 8
2 7 9 2 9 2 4 2 0 5 0 7 5 0 7
4 1 9 4 3 8 6 3 0 7 6 1 7 6 1
3 0 3 3 3 3 4 9 5 6 8 1 6 8 1
4 0 2 4 0 ? 4 4 2 7 0 3 8 0 4
2 5 1 2 7 6 4 1 1 5 6 4 5 6 4
3 3 2 3 3 2 3 3 2 6 8 6 6 8 6
3 9 7 3 9 7 4 3 4 6 9 0 7 8 8
2 5 7 2 7 6 3 5 1 4 7 9 5 8 2
3 0 3 3 3 3 4 9 5 6 8 1 6 8 1
5 6 0 5 6 0 6 1 8 9 8 1 1 , 1 2 1
3 5 8 3 5 8 3 9 4 6 2 6 7 1 6
2 2 2 2 6 1 3 7 4 5 4 1 5 9 0
2 9 4 2 9 4 4 3 5 5 4 3 6 2 2
4 5 1 4 5 1 6 6 6 8 3 3 9 5 7
3 8 1 3 8 1 5 6 7 6 3 3 7 3 8
4 0 1 4 0 1 4 4 0 6 9 9 7 9 8
2 2 4 2 5 3 3 5 5 4 2 9 4 2 9
3 0 5 3 0 5 4 5 4 5 0 6 5 9 0
2 3 3 2 6 4 3 7 2 4 5 1 4 5 1
3 0 6 3 4 3 4 7 5 5 7 1 5 7 1
4 0 1 4 0 1 4 4 0 6 9 9 7 9 8
2 6 1 2 6 1 2 8 / 4 5 5 5 2 0



J U N E A U
(110,000)

A l a s k a  I n s .  C o .
A l a s k a  P a c i f i c  A s s u r a n c e  C o .
A l l  S t a t e  I n s .  C o .
A l l s t a t e  I n d e m n i t y  C o .
A m e r i c a n  I n s .  C o .
A m e r i c a n  M o t o r i s t s  I n s .  C o .  
A s s o c i a t e d  I n d e m n i t y  C o .  
C o l o n i a l  P e n n  I n s .  C o .  
C o n t i n e n t a l  I n s .  C o .
D e p e n d a b l e  I n s .  C o .
F i r e m a n s  F u n d  I n s .  C o .  
G o v e r n m e n t  E m p l o y e e s  I n s .  C o .  
G r e a t  A m e r i c a n  I n s .  C o .  o f  A k .  
H o r a c e  M a n n  I n s .  C o .
I n d u s t r i a l  I n d e m n i t y  C o .  
I n d u s t r i a l  I n d e m n i t y  C o .  o t  A k .  
I n s u r a n c e  C o .  o f  N o r t h  A m e r i c a  
I n s u r a n c e  S e r v i c e s  O f f i c e  
N a t i o n w i d e  M u t u a l  F i r e  I n s .  C o .  
P a c i f i c  E m p l o y e r s  I n s .  C o .
S t a t e  F a r m  F i r e  &  C a s u a l t y  C o .  
S t a t e  F a r m  G e n e r a l  I n s .  C o .  
U m i a l i k  I n s .  C o .
U n i t e d  S e r v i c e s  A u t o  A s s o c .

Protection Class
4 6 8 9 1 0

4 3 0 4 3 0 5 9 2 9 3 8 1 , 0 7 7
4 9 7 4 9 7 7 4 0 8 2 8 9 6 5
3 5 8 3 7 4 5 3 9 6 5 0 6 5 0
5 3 7 5 6 1 8 0 9 9 7 5 9 7 5
3 8 7 4 2 5 6 3 2 8 7 0 8 7 0
5 4 4 5 4 4 5 9 8 9 5 1 1 , 0 8 8
3 2 0 3 5 2 5 2 5 7 2 0 7 2 0
5 1 1 5 1 1 5 1 1 1 , 0 6 8 1 , 0 6 8
5 4 7 5 4 7 5 9 6 9 4 8 1 . 0 8 8
3 2 8 3 4 9 4 5 0 6 2 3 7 6 0
3 8 7 4 2 5 6 3 2 8 7 0 8 7 0
8 6 0 8 6 0 9 4 8 1 , 5 0 9 1 , 7 2 1
5 3 7 5 3 7 5 9 1 9 4 0 1 , 0 7 5
2 7 1 3 1 9 4 5 6 6 6 0 7 2 0
3 8 3 3 8 3 5 6 7 7 0 7 8 1 3
5 8 8 5 8 8 8 6 9 1 , 0 8 6 1 , 2 5 0
4 9 7 4 9 7 7 4 0 8 2 8 9 6 5
5 4 1 5 4 1 5 9 4 9 4 4 1 , 0 7 8
2 8 4 3 2 3 4 5 5 5 4 8 5 4 8
3 9 8 3 9 8 5 4 2 6 2 2 7 7 2
2 9 8 3 3 8 4 7 8 5 7 9 5 7 9
3 8 5 4 3 3 6 0 3 7 2 6 7 2 6
5 4 1 5 4 1 5 9 4 9 4 4 1 , 0 / 8
3 5 8 3 5 8 3 9 3 6 2 3 7 1 1





S e c .  2 1 . 3 6 . 4 0 0  L I M I T A T I O N  O N  S U R C H A R G E S  F O R  A U T O M O B I L E  I N S U R A N C E

F O R  A C C I D E N T S  O R  V I O L A T I O N S .

(a) A n  i n s u r e r  m a y  n o t  c h a r g e  i n c r e a s e d  p r e m i u m  o r  s u r c h a r g e  

a r a t e  f o r  a u t o m o b i l e  i n s u r a n c e  b a s e d  u p o n  an a u t o m o b i l e  

v i o l a t i o n  u n l e s s  t h e  i n s u r e d  o r  o t h e r  o p e r a t o r  r e s i d i n g

in t h e  s a m e  h o u s e h o l d  h a s  b e e n  c o n v i c t e d  o f  t h a t  v i o l a t i o n .

(b) A n  i n s u r e r  m a y  n o t  c h a r g e  i n c r e a s e d  p r e m i u m  o r  s u r c h a r g e  

a r a t e  f o r  a u t o m o b i l e  i n s u r a n c e  if;

(1) T h e  a u t o m o b i l e  w a s  l a w f u l l y  p a r k e d  e x c e p t  t h a t  an 

a u t o m o b i l e  r o l l i n g  f r o m  a p a r k e d  p o s i t i o n  m a y  be 

c o n s i d e r e d  as t h e  o p e r a t i o n  o f  t h e  l a s t  o p e r a t o r ;

(2) R e i m b u r s e m e n t  by o r  on b e h a l f  o f  a p e r s o n  r e p o n s i b l e  

f o r  t h e  a c c i d e n t  h a s  b e e n  m a d e  o r  a j u d g e m e n t  a g a i n s t  

s u c h  p e r s o n s  e x i s t ;

(3) T h e  i n s u r e d  o r  o t h e r  o p e r a t o r  r e s i d i n g  in t h e  s a m e  

h o u s e h o l d  w a s  s t r u c k  in t h e  r e a r  a n d  h as n o t  b e e n  

c o n v i c t e d  o f  a m o v i n g  t r a f f i c  v i o l a t i o n  in c o n n e c t i o n  

w i t h  t h e  a c c i d e n t ;

(4) T h e  o t h e r  p a r t y  w a s  c o n v i c t e d  o f  a m o v i n g  t r a f f i c  

v i o l a t i o n  in c o n n e c t i o n  w i t h  t h e  a c c i d e n t ;

(5) T h e  i n s u r e d  o r  o t h e r  p e r s o n  r e s i d i n g  in t h e  s a m e  

h o u s e h o l d  w a s  h i t  b y  a h i t  a n d  r u n  d r i v e r  a n d  t h e  

a c c i d e n t  w a s  r e p o r t e d  to t h e  a p p r o p r i a t e  a u t h o r i t i e s  

w i t h i n  24 h o u r s ;

(6) D a m a g e  is t h e  r e s u l t  o f  c o n t a c t  w i t h  a n i m a l s  o r  f o w l ;

(7) D a m a g e  is l i m i t e d  to a n d  c a u s e d  by f l y i n g  g r a v e l ,  

m i s s i l a s  or f a l l i n g  o b j e c t s ;  o r

(8) L o s s  is s u b j e c t  to c o v e r a g e  u n d e r  c o m p r e h e n s i v e  
c o v e r a g e .



BULLETIN 73-5

TO: A L L  INSURERS W R I TING AUTOMOBILE INSURANCE FOR DELIVERY IN THE STATE OF

A LASKA

RE: USE OF A C C I D E N T  INFORMATION A P P E A R I N G  ON MO T O R  VEHICLE R E CORD ABSTRACTS

IJSUED BY THE A LASKA DEPARTMENT OF PUBLIC SAFETY

An increasing n u mber of complaints reveal that a substantial degree of abuse 

is o c curring in connection with accident information appearing on individual 

motor vehicle record (MVR) "Abstracts issued by the Alaska Department of 

P ublic Safety." We have found that insurers are applyi) *» "Safe Driver Points 

or rate surcharges for accidents shown on the abstract without first de t e r­

min i n g  that such accidents are "At Fault" accidents.

Since the MVR abstract displays accidents without regard to fault, it is im­

proper for an insurer to rely solely upon such an indication as j u s t i f i c a­

tion for an a d d i t i o n a l  charge. No insurer may blindly charge points or sur­

charge a risk for an accident appearing on the M V R  abstract. In the same 

&j light, cancellations or non-renewals based on accident information appearing

• on the abstract w i l l  not be condoned unless supporting determination is made

H  concerning the fault of the accident.

"Safe Driver Points" or rate surcharges may be charged for "At Fault" acci- 

w  dents involving injury to person or damage to property in excess of $100

H  in w h i c h  the insured or person covered under the policy is involved except

W  accidents where:

1. The automobile was lawfully parked (An automobile rolling from a

p  p a r k e d  position need not be considered as lawfully parked, but may

■$jj . be consideiud the operation of the last operator); or

H  2. Reimb u r s e m e n t  by or on behalf of a person responsible for the acci-

M  dent has been made or a judgement against such persons exist; or



BULL E T I N  73-5 -  2 - February 26, 1973

3. The Insured or other operator residing in the same household was

struck in the rear and has not been convicted of a m oving traffic

vio l a t i o n  in connection with the accident; or

A. The other party was convicted of a m oving traffic violation in c on­

nect i o n  with the accident and the insured w as not; or

5. The i n s ured or other operator residing in the same household was

hit by a "Hit and Run" driver and same was reported to authorities

w i t h i n  2A hours; or

6. D a m a g e  is the result of contact with animals or fowl; or

7. Damage is limited to and caused by flying gravel, missiles or f a l l­

ing objects.

THIS BULLETIN IS EFFECTIVE IMMEDIATELY.

— ■—

O'Shea



S e c .  2 1 . 3 6 . 4 0 0  L I M I T A T I O N  O N  S U R C H A R G E S  F O R  A U T O M O B I L E  I N S U R A N C E

F O R  A C C I D E N T S  O R  V I O L A T I O N S .

(2 ) A n  i n s u r e r  m a y  n o t  c h a r g e  i n c r e a s e d  p r e m i u m  o r  s u r c h a r g e

a r a t e  f o r  a u t o m o b i l e  i n s u r a n c e  b a s e d  u p o n  an a u t o m o b i l e  

v i o l a t i o n  u n l e s s  t h e  i n s u r e d  o r  .other o p e r a t o r  . r e s i d i n g  

i n  t h e  s a m e  h o u s e h o l d _ h a s  b e e n  c o n v i c t e d  of t h a t  v i o l a t i o n .

(b) A n  i n s u r e r  m a y  n o t  c h a r g e  i n c r e a s e d  p r e m i u m  o r  s u r c h a r g e

a r a t e  f o r  a u t o m o b i l e  i n s u r a n c e  if;

/ " ( I )  T h e  a u t o m o b i l e  w a s  l a w f u l l y  p a r k e d  e x c e p t  t h a t  an

-̂-7 V a u t o m o b i l e  r o l l i n g  f r o m  a p a r k e d  p o s i t i o n  m a y  be

' 7 c o n s i d e r e d  a s  t h e  o p e r a t i o n  o f  t h e  l a s t  o p e r a t o r ;
l —

( 2 )  R e i m b u r s e m e n t  by o r  on b e h a l f  o f  a p e r s o n  r e p o n s i b l e  

f o r  t h e  a c c i d e n t  h a s  b e e n  m a d e  o r  e j u d g e m e n t  a g a i n s t  

s u c h  p e r s o n s  e x ’s t ;

(3) T h e  i n s u r e d  o r  o t h e r  o p e r a t o r  r e s i d i n g  in t h e  s a m e  

h o u s e h o l d  w a s  s t r u c k  in t h e  r e a r  a nd h a s  n o t  b e e n  

c o n v i c t e d  o f  a m o v i n g  t r a f f i c  v i o l a t i o n  in c o n n e c t i o n  

w i t h  t h e  a c c i d e n t ;

(4) T h e  o t h e r  p a r t y  w a s  c o n v i c t e d  o f  a m o v i n g  t r a f f i c  

v i o l a t i o n  in c o n n e c t i o n  w i t h  t h e  a c c i d e n t ;

(5) T h e  i n s u r e d  o r  o t h e r  p e r s o n  r e s i d i n g  in t he s a m e  

h o u s e h o l d  w a s  h i t  by a h i t  a nd r u n  d r i v e r  a n d  t h e  

a c c i d e n t  w a s  r e p o r t e d  to t h e  a p p r o p r i a t e  a u t h o r i t i e s  

w i t h i n  2 4  h o u r s ;

( 6) D a m a g e  is t h e  r e s u l t  o f  c o n t a c t  w i t h  a n i m a l s  o r  f o w l ;

( 7) D a m a g e  is l i m i t e d  to a n d  c a u s e d  b y  f l y i n g  g r a v e l ,  

m i s s i l e s  or f a l l i n g  o b j e c t s ;  o r

L o s s  is s u b j e c t  t o  c o v e r a g e  u n d e r  c o m p r e h e n s i v e  

c o v e r a g e .



Sec. 21.39.090. In form ation  to be furn ished  insureds: H e a r ­
ings and appeals of insureds. Eacli ra ting  organization and 
each in su re r  which makes its own rate shall, w ithin a 
reasonable time a f te r  receiving w ritten  request and  upon p a y ­
ment of the reasonable charge as i t  m ay  make, furn ish  to an 
insured affected by a  ra te  m ade by it, or to the authorized r e p ­
resenta tive of the insured, all pertinent inform ation concern­
ing the ra te .  Each ra t in g  organization and each insurer  which 
makes its own ra te s  shall provide within this s ta te  reasonable 
means fo r  a  person aggrieved by the application of its r a t in g  |
system to be heard , in person or by h is  authorized representa- j
tive, on his w ritten  request to review the m anner in which the 
ra ting  system has  been applied in connection with the in su r ­
ance afforded him. I f  the ra t in g  organization or insurer fails 
to g ran t or reject the request within 30 days a f te r  it is made, 
the applicant may proceed in the sam e m anner a s  if his ap p l i­
cation had  been rejected. A p a r ty  affected by the action of the i
ra ting  organization or the insurer  on the reques t may, within 
30 days a f te r  w ritten  notice of the action, appeal to the direc- j
tor, who, a f te r  a hearing  held upon not less than  10 d a y s ’ 
w ritten  notice to the appellan t and to  the ra t in g  organization ■

or insurer, may affirm or reverse the  action. (§ 1 ch 120 SLA 
I960)
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A policy of service and protection

LEGISLATIVE P O S I T I O N  P A P E R

HOUSE BILL NO. 16 (Fritz)

.. * . I ?

PURPOSE

A n  Act relating to p r e mium increases for automobile insurance 

policies. • '

- _-jr; k.

T;V- *• *.'

■' w---
r'-VVT^

BACKG ROUND •

.. . ■■ : ' . '
This measure appears to address the problem of an insurance company 

increasing the rates for an individual insured. ‘Perhaps it attempts 

to address the problem of a person who has. been found to hav e  too 

many violations, or traffic accidents, by an underwriter w ho then 
re-rates the policy in light of these new u n d erwriting criteria.

The procedure established in the proposed Statute is very elaborate 

and unrealistic.

The sponsors of the legislation need to be aware of the following:

1. In personal lines automobile insurance all rates are

approved by the Division o f  Insurance, and the rating plan

together with all underwriting criteria are all on file 

with and approved by the Division. For example, if an 

insurance company has a policy of increasing premium for an 

insured who has three m o v i n g  violations, that provision

will be on file with the Division, and will have been
a p p r o v e d .

m-.'A '
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If an insured is found to have three m o v i n g  violations, 

then it is approp r i a t e  for the underwriter to re-rate the 

policy in accordance with terms of the approved filing.

So long as any change in p r e m i u m  is made in accordance with

the r a t e  filin g s  o n  f i l e  w i t h  and a p p r o v e d  b y  the D i v i s i o n ,

there is little for the insurance company and the insured

to discuss other than the facts which give rise to the

un derwriting judgment, in other words, did in fact the

p e rson receive three moving violations? -t 
* . /

2. There already exists a procedure in the Division of

Insurance for a p e rson who believes that the underwriting

’ • . criteria, or re-rating, is not in accordance with the facts

or the filing. The Division has a consumer complaints 
section located in Anchorage that investigates complaints 

filed with it by any policyholder w h o  believes that they 

have b e e n  improperly charged a premium on their policy.
‘ . . .*• ' ’ ** *’ Vr*\ * • • / ‘

The Division h a s  the capacity to investigate the consumer 

complaint to d e termine the propriety *of the charges and to 

de termine that the charges are in accordance with approved 

f i l i n g s . \r." . '

3. The procedure proposed calls for a meeting with a 

representative of the insurer to discuss the reasons for 

the increase.

The fact is that the two largest automobile insurance 

wr i ters in the State, State Farm and Allstate, market 

insurance policies which are computer issued by facilities 

located in the Lower 48. I suspect there is no one who 

represents either of those insurers in the State of Alaska 

who could explain the rate, or change the rate, other than 

perhaps an informal explanation by o n e  of their 

representative agents.

T h i s  is even m o r e  s o  with r e s p e c t  to the stock i n s u r a n c e  

c o m p a n i e s  w h i c h  market, t h ei r  a u t o m o b i l e  i n s u r a n c e  in the 

S t a t e  b u t  have no r e p r e s e n t a t i v e s  in tie State.

C O M M E N T

S i n c e  this m e a s u r e  is l i m i t e d  to p r i v a t e  p a s s e n g e r  a u t o m o b i l e  

i n s u r a n c e ,  it d oes n o t  d i r e c t l y  a f f e c t  t h i s  C o m p a n y s  b o o k  o f  

b u s i n e s s ,  b u t  w e  do n o t  w i s h  to b e  p r e c l u d e d  f r o m  e n t e r i n g  the 

p r i v a t e  p a s s e n g e r  a u t o m o b i l e  i n s u r a n c e  b u s i n e s s  in A l a s k a  b e c a u s e  of 

u n n e c e s s a r y  b u r d e n s  p l a c e d  on u n d e r w r i t e r s  by i l l c o n c e i v e d  Statutes.



Representative Milo Fritz 
District 5 
P.O. Box 158
Anchor Point, Alaska 99556 
(907) 235-8366

aska § ta te  le g is la tu re
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Ifimsp n f Steprejsnttaltos
MILO FRITZ

HOUSE BILL 16, AUTOMOBILE INSURANCE PREMIUM INCREASES

While In J u n e B u  

Pouch V
Juneau, Alaska 99811 
(907) 465-4833

I INTRODUCED HB 16, A N  ACT RELATING T O  PREMIUM INCREASES FOR AUTOMOBILE 

INSURANCE POLI C I E S  D UE TO A  LARGE NUMBER O F  COMPLAINTS BY M Y  CONSTITUENTS. 

THESE PEOPLE HAVE FEL T  THAT THEIR INSURANCE PREMIUMS WE R E  UNJUSTLY RAISED AND 

TH A T  THEY H A D  NO P R OCEDURE A VAILABLE TO A P P E A L  T HE INSURER'S DECISION. THIS 

BIL L  SETS F O R T H  A P R OCEDURE FOR AN APPEAL PROCESS BY WHICH THE GENERAL PUBLIC 

CAN HAVE ''JUSTICE SERVED. IT WI L L  NOT ALLOW INSURANCE COMPANIES TO RAISE THE 

INSURED'S P R E M I U M  UNLESS THEY A RE UNIFORM IN T H E I R  POLICY AND HAVE GIVEN THE 

INSURED AN O P P O R T U N I T Y  TO REFUTE T H E  INSURER'S CLAIM.

BULLETIN 73-5 F R O M  THE DEPARTMENT O F  COMMERCE, DIVISION OF INSURANCE IS 

AD D ITIONAL P R O O F  T H A T  THERE HAS BEE N  A  P R O BLEM FOR SOME TIME. THE FACT IS 

THA T  THIS BULL E T I N  A N D  THE PRESENT STATUTE, TITLE 21, WHICH GOVERNS INSURANCE, 

HAVE N OT T A K E N  CARE O F  THIS PROBLEM.

THERE HAS BEEN SOME CONCERN FROM THE INSURANCE INDUSTRY THAT HB 16 WOULD 

BE BURDENSOME ON THEM. I HOPE THAT THEY WIL L  PROPOSE ALTERNATIVES WHICH THE 

COMMITTEE C A N  ACT UPON.



STATE OF A LA SK A

P RELIMINARY ST ATEMENT OF F IS CA L IMPACT

B i l l  Me:  H B  1 6 _______________________________________D a t e  o n  B i l l :  1 / 1 7 / 8 3 _______________________
T i t l e :  A n  A c t  r e l a r i n c  to p r e m i a  i n c r e a s e s  f o r  a u t o m o b i l e  i n s u r a n c e  p o l i c i e s  
S p o n s o r :  F r i t z ____________________
R e q u e s t o r : ________________________________________________________________________________________________________

1 .  E s t i m a t e d  f i s c a l  i m p a c t s  o n :

a .  E x p e n d i t u r e s :
_________________________  ( T h o u s a n d s  o f  D o l l a r s )
1 1 1 FY 83 FY 84 FY 85 FY 86 | i 1

! CaDi ts 1 1 1 ! 0 0 0 t ! I
lODeratino | 1 1 o 0 0 ! ! 1
1 Total i ! 1 0 o U | 1 1

b .  R e v e n u e s :
! Re v e n u e 1 ! , 0 1 o i o .....................- , |

2 .  S o u r c e  o f  f u n d s  t o  o f f s e t  f i s c a l  i m p a c t  o f  b i l l :

3 .  A s s u m p t i o n s :

D i s c i  a i m e r :
T h i s  s t a t e m e n t  n^s/'not b e e n  r ev i e we d  by t h e  0MB i n  t h e  O f f i c e  o f  t h e  G o v e r n o r ,  
f o r e  d o e s  n o t j ; e d j ^ s e > n - ^ ^ ^ i ^ l-e^st>giate o f  f i s c a l  i m p a c t .

I t  t h e n

Division: ' I h s u r a n c e H

ADDroved by Commissioner: R i c h a r d  A. L y o n  'i

T

Deoartment: C o r m e r c e  £, E c o n o m i c  D e v e l o p m e n t

Ph o n e :
D a t e : _

D a t e :

5. D i s t r i b u t i o n :
O r i g i n a l  to  L e g i s l a t i v e  F i n a n c e  
Co p y  t o  CMS 
Co p y  t o  S o o n s o r  
Co py  t o  R e q u e s t o r

4 6 5 - 2 5 1 5
3 / 9 / b 3
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Introduced: 1/20/83
Referred: La b o r  & Commerce,

Judiciary and Finance
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1 IN THE HO U S E  ' BY LINDAUER

2 SPONSOR SUBSTITUTE FOR HOUSE BIL L  NO. 22

3 IN THE LEGISLATURE OF THE STATE OF A L ASKA

4 T H I RTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 F or an Act entitled: "An Act establishing a state residence requirement

7 for loans p u rchased by the A laska Industrial Develop-

8 ment Authority."

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

10 Section 1. AS 4 4 . 8 8 . 1 : 5 (d) is amended by adding a new paragraph to

11 read:

12 (9) may not be made unless the prelect applicant is a

13 (A) resident of the state;

14 (B) Lusiness enterprise in which the majority interest

15 is owned by residents of the state; or

16 (C) business enterprise that maintains its hcadquar-

17 t e r s , executive offices, and administrative offices in the state,

18 that maintains its principal place of business in the state, and

19 that derives more than half of its business revenue from business

20 done in the state; in this paragraph "business enterprise" in-

21 eludes the parent company of a business enterprise.

@  /5/?aJA±  —
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S la sk a  g>tate le g is la tu r e
Representative John  Lindauer 
District 1C-A 
3933 Geneva PLace 
Anchorage, AK 99508

g o u s fe  o f resrentatib

January 21, 1983

TO: House Labor and Commerce Committee

FROM: Representative John Lindauer

SUBJECT: House Bill #22: "An Act establishing a state

residence requirement f or loans purchased by 

the Alaska Industrial Develo p m e n t  Authority."

The purpose of this bill is to limit AIDA loans to residents 

of Alaska and businesses operating in Alaska.

"Many state loan programs and programs using state money 

already have restrictions that prohibit them from m a k i n g  

loans to anyone but state residents. This is the case w i t h  

agricultural loans (AS 03.10), commercial fishing loans 

(AS 16.10.300. et seq.), mining loans (AS 27.09), s t u d e n t  

loans (AS 14.40.741, et seq.), and loans made by the C o m m e r c i a l  

Fishing and Agricultura- Bank (AS 44.81.210 (a) (1) ).

Other loan programs tend to be limited to state r e sidents by 

their internal structure. AHFC loans, for example, are generally 

limited to owner-occupied residencies anc' thus are made only 

to persons actually residing in the state. Other exam p l e s  

of self-limiting loan programs are the Municipal Bond Ban k  

Authority (AS 44.85), assisting Alaskan municipalites only, 

and the Bulk Fuel Revolving Loan Fund (AS 45.87) which assists 

Alaskan communities and individuals. These programs do not 

have specific residency requirements, but such requirements 

are probably not necessary due to the nature of the loan 

programs."

AIDA has no residency provisions and it is the intent of this 

bill that only Alaskans participate in this loan program.

The intent is to only qualify business entities w h o  (a) 

do business within the state of Alaska; (b) have a m a j o r i t y  

of their employees employed within the geographic bounds of 

Alaska; and (c) have their corporate headquarters w i t h i n  

Alaska.

^ i n n  H. Asper, Legislative Counsel, memorandum to R e presentative 

John Lindauer, December 2, 1932.
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W A L T  F U R N A C E ,C H A IR M A N  

R IC K  U E H L IN G , V IC E  C H A IR M A N  
J O H N  C O W O E R Y  

N IIL O  E. K O P O N E N  
H U G H  M A L O N E  

J O H N  R IN G S T A D  
R O N  W E N D T E

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

P O U C H  V  
J U N E A U . A L A S K A  99811 

(907) 4 6 5 -3 8 9 2

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

A p r i l  5, 1983

To

From

R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n  

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

^V v T t A

: \ J £ tferson B. Barry:

P r o f e s s i o n a l  A i d e

Re: S p o n s o r  S u b s t i t u t e  for H o u s e  B i l l  2 2

I n t r o d u c t o r y  A n a l y s i s

S S H B 2 2  is an act w h i c h  e s t a b l i s h e s  a s t a t e  r e s i d e n c e  

r e q u i r e m e n t  for l o ans p u r c h a s e d  b y  the A l a s k a  I n d u s t r i a l  

D e v e l o p m e n t  A u t h o r i t y .  T h e  p u r p o s e ,  as s t a t e d  b y  the 

s p o n s o r ,  is " t o  o n l y  q u a l i f y  b u s i n e s s  e n t i t i e s  w h o  (a) do 

b u s i n e s s  w i t h i n  the s t ate of  A l a s k a ;  (b) h a v e  a m a j o r i t y  of 

t h e i r  e m p l o y e e s  e m p l o y e d  w i t h i n  the g e o g r a p h i c  b o u n d s  of 

A l a s k a ;  a n d  (c) h a v e  t h e i r  c o r p o r a t e  h e a d q u a r t e r s  w i t h i n  

A l a s k a . "  In d e a l i n g  w i t h  a n y  p r o g r a m  w h i c h  r e q u i r e s  

r e s i d e n c y  i m m e d i a t e  q u e s t i o n s  o f  c o n s t i t u t i o n a l i t y  n e e d  to 

b e  a d d r e s s e d .  T h e  a t t a c h e d  m e m o r a n d u m  f r o m  L e g i s l a t i v e  

C o u n s e l  L i n n  A s p e r  t o u c h  on the s u r f a c e  o f  t h e s e  c o n c e r n s  

b u t  s k i r t  the m a i n  q u e s t i o n s .  E v e n  w i t h  a n a r r o w  s c o p e  of 

r e v i e w ,  Mr. A s p e r  c o u l d  o n l y  c o n c l u d e ,  " t h a t  a case can be 

m a d e  that the r e s i d e n c e  r e q u i r e m e n t  it c o n t a i n s  is 

c o n s t i t u t i o n a l ."



Z o b e l , H i c k l i n , L y n d e n , S h e l e v , a n d  o t h e r  c a s e s  w h i c h  

h a v e  b e e n  f i l e d  o v e r  r e s i d e n c y  r e q u i r e m e n t s  h a v e  p o i n t e d  out 

the n e c e s s i t y  f o r  the l e g i s l a t i o n  to c l e a r l y  e n u n c i a t e  a 

s t a t e  b e n e f i t ,  p u b l i c  p u r p o s e ,  n o t  i n t r u d e  into c o m m e r c e  

( p r i v a t e ) , a n d  b e  b a s e d  o n  a r a t i o n a l  b a s i s  for e s t a b l i s h i n g  

t h e  r e s i d e n c y  r e q u i r e m e n t .  S i n c e  S S H B 2 2  e s t a b l i s h e s  a 

r e s i d e n c y  r e q u i r e m e n t  for A IDA, it is n e c e s s a r y  to e x a m i n e  

t h e  p u r p o s e ,  p o l i c y ,  a n d  r a t i o n a l  w h i c h  c r e a t e d  A I D A  a n d  see 

w h e r e  S S H B 2 2  f i t s  i n t o  the g e n e r a l  s t a t u t e s .

T h e  l e g i s l a t i v e  f i n d i n g s ,  d e t e r m i n a t i o n s  a n d  

d e c l a r a t i o n s  a b o u t  A I D A  are f o u n d  in A S  4 4 . 8 8 . 0 1 0 ( a ) (1)-(7). 

T h e s e  s e v e n  f i n d i n g s  r e l a t e  to u n e m p l o y m e n t  and the n e e d  to 

s t i m u l a t e  e c o n o m i c  a c t i v i t y  in the state. A S  4 4 . 8 8 . 0 1 0 ( b )  

states; "It is d e c l a r e d  to be the p o l i c y  o f  the state, in 

the i n t e r e s t s  o f  p r o m o t i n g  the h e a l t h ,  s e c u r i t y  a n d  g e n e r a l  

w e l f a r e  o f  a l l  the p e o p l e  of  the state, a n d  a p u b l i c  

p u r p o s e ,  to i n c r e a s e  job o p p o r t u n i t i e s  and o t h e r w i s e  to 

e n c o u r a g e  the e c o n o m i c  g r o w t h  of  the state, i n c l u d i n g  the 

d e v e l o p m e n t  o f  its n a t u r a l  r e s o u r c e s ,  t h r o u g h  the 

e s t a b l i s h m e n t  a n d  e x p a n s i o n  o f  m a n u f a c t u r i n g ,  i n d u s t r i a l ,  

a n d  b u s i n e s s  e n t e r p r i s e s  a n d  the o t h e r  f a c i l i t i e s  r e f e r r e d  

to in (a)(5) o f  this s e c t i o n  b y  c r e a t i n g  the p u b l i c  

c o r p o r a t i o n  w i t h  power, d u t i e s  a n d  f u n c t i o n s  as p r o v i d e d  in 

A S  4 4 . 8 8 . 0 1 0 - 4 4 . 8 8 . 2 2 0 . "  The p u r p o s e  o f  S S H B 2 2  w o u l d  be to 

c r e a t e  a b e n e f i t  f o r  " A l a s k a "  b u s i n e s s e s  a n d  m a y  c r e a t e  a 

c l i m a t e  d e t r i m e n t a l  to the s t a t e d  p u r p o s e s  of AS  

4 4 . 8 8 . 0 1 0 ( a )  a n d  (b).

S i n c e  the p u r p o s e  of  A I D A  is to e n c o u r a g e  the 

d e v e l o p m e n t  of the e c o n o m y ,  n o t  to see w h o  m a y  g e t  the 

p r o f i t  o f  a p a r t i c u l a r  e n t e r p r i s e ,  S S H B 2 2  m a y  h a v e  a 

c h i l l i n g  e f f e c t  on the a b i l i t y  o f  o t h e r w i s e  e l i g i b l e  

b u s i n e s s  to i n v e s t  in the A l a s k a n  m a r k e t p l a c e  a n d  c r e a t e  the 

jo bs, etc. if t h e y  a r e  d i s q u a l i f i e d  on the b a s i s  of 

r e s i d e n c y .  T h i s  a l s o  r a i s e s  the q u e s t i o n  o f  h o w  to t reat 

f r a n c h i s e s  o f  n a t i o n a l  c o r p o r a t i o n s .

- 2 -



T h e  q u e s t i o n s  o f  i n t e r s t a t e  c o m m e r c e  c e r t a i n l y  n e e d  to 

b e  a d d r e s s e d .  If the p u r p o s e  o f  A I D A  is to d e v e l o p  the 

e c o n o m y ,  it w o u l d  s e e m  c o n t r a d i c t o r y  to p r e v e n t  q u a l i f i e d  

f i rms f r o m  p a r t i c i p a t i n g  b a s e d  on the l o c a t i o n  o f  h o m e  

o f f i c e  or w h e r e  t h e y  w e r e  i n c o r p o r a t e d .  T h e  i d e a  o f  g i v i n g  

an A l a s k a  b a s e d  f i r m  a c o m p e t i t i v e  a d v a n t a g e  in i n d u s t r y  

e n g a g e d  in i n t e r s t a t e  c o m m e r c e  has n o t  f o u n d  f a v o r  in the 

courts. T h e  f u n d a m e n t a l  p o l i c y  q u e s t i o n  t h a t  n e e d s  to be  

a n s w e r e d  is for w h o s e  b e n e f i t  is A I D A  e s t a b l i s h e d ?  Is it to 

m e e t  the g o a l s  set f o r t h  in A S  4 4 . 8 8 . 0 1 0  or to e n s u r e  that 

o n l y  A l a s k a  b u s i n e s s m e n  r e c e i v e  t h e  p r o f i t s  of  b u s i n e s s  

c o n d u c t e d  in  or b a s e d  out o f  A l a s k a ?  S h o u l d  the s t a t e  be  

c o n c e r n e d  a n d  u s e  the r e s o u r c e s  o f  the s t a t e  f o r  the 

e s t a b l i s h m e n t  a n d  d e v e l o p m e n t  of  the e c o n o m y  or  s h o u l d  the 

s t a t e  u n d e r w r i t e  the p r o f i t ( s )  c: " A l a s k a  b u s i n e s s . "
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S U B J E C T :  R e s i d e n c e  r e q u i r e m e n t  f o r  a p p l i c a n t s  f o r  A I D A
l o a n s  ( C S S S H B  22)

TO: R e p r e s e n t a t i v e  J o h n  L i n d a u e r

F R O M :  L i n n  H. A s p e r
C- H  L e g i s l a t i v e  C o u n s e l

I h a v e  p r e p a r e d  a p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  f o r  S S H B  22, 
t h a t  w o u l d  i m p o s e  a r e s i d e n c e  r e q u i r e m e n t  for a p p l i c a n t s  f o r  
A I D A  loans. Y o u r  c o n c e r n  in m a k i n g  t h i s  r e q u e s t ,  a s  I 
u n d e r s t a n d  it, w a s  t o  e l i m i n a t e  c o n s t i t u t i o n a l  p r o b l e m s  
r a i s e d  b y  ohe b i l l .  T h e  o n l y  s i g n i f i c a n t  c h a n g e  I h a v e  m a d e  
is to  d e l e t e  t h e  i n c l u s i o n  of  p a r e n t  c o m p a n i e s  in t h e  
c o n c e p t  of  " b u s i n e s s  e n t e r p r i s e " .  T h e  e f f e c t  o f  t h a t  c l a u s e  
w a s  to b a r  a l l  o u t - o f - s t a t e  e n t e r p r i s e s  f r o m  c o n s i d e r a t i o n  
f o r  a n  A I D A  l o a n  u n l e s s  t h e y  r e l o c a t e d  in A l a s k a .  A s  
r e w r i t t e n  a n  o u t s i d e  e n t e r p r i s e  c o u l d  g e t  a l o a n  i f  a n  
A l a s k a n  s u b s i d i a r y  w e r e  f o r m e d ,  c o n t r o l l e d  b y  s t a t e  
r e s i d e n t s .

T h e  p r i m a r y  p u r p o s e  o f  t h i s  m e m o r a n d u m  is t o  a d v i s e  t h a t  it 
m a y  b e  i m p o s s i b l e  t o  w r i t e  a b i l l  t h a t  w i l l  a c c o m p l i s h  y o u r  
p u r p o s e  a n d  s t i l l  e s c a p e  c o n s t i t u t i o n a l  s c r u t i n y .  T h i s  is 
so l a r g e l y  b e c a u s e  t h e  s t a t e  o f  t h e  l a w  is t h a t  r e s i d e n c e  
r e q u i r e m e n t s  a r e  in f u l l  r e t r e a t  in t h i s  s t a t e  a n d  
e l s e w h e r e .  Y o u  a r e  w e l l  a w a r e  o f  t h e  Z o b e l  c a s e s ,  i n v o l v i n g  
d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t s  f o r  n d i v i d u a l s , b u t  in 
a d d i t i o n  a 1974 c a s e ,  L y n d e n  T r a n s p o r t  v. S t a t e , 5 3 2  P. 2d 
700 ( A l a s k a ) , h e l d  t h a t  an a d v a n t a g e  g i v e n  r e s i d e n t  t r u c k i n g  
e n t e r p r i s e s  o v e r  n o n r e s i d e n t s  w a s  an u n c o n s t i t u t i o n a l  
v i o l a t i o n  of  t h e  e q u a l  p r o t e c t i o n  c l a u s e s  o f  t h e  f e d e r a l  a n d  
s t a t e  c o n s t i t u t i o n s .  S i n c e  L y n d e n  T r a n s p o r t  i n v o l v e d  a 
p e r m i t  t o  d o  b u s i n e s s  in t h e  s t a t e  a n d  y o u r  b i l l  c o n c e r n s  
a c c e s s  t o  s t a t e  s u b s i d i z e d  l o a n s ,  a d i s t i n c t i o n  m i g h t  b e  
d r a w n  t h a t  w o u l d  f a v o r  y o u r  p r o p o s e d  l e g i s l a t i o n ,  b u t  t h e  
p o t e n t i a l  f o r  a c o u r t  c h a l l e n g e  r e m a i n s .  L y n d e n  T r a n s p o r t  
h a s  s i n c e  b e e n  c i t e d  w i t h  f a v o r  in H i c k l i n  v. Q r b e c k ,
565 P . 2d 167, a n d  S h e l e y  v. A l a s k a  B a r  A s s o c i a t i o n ,  620 P . 2 d
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R e p r e s e n t a t i v e  J o h n  L i n d a u e r  
P a g e  2
F e b r u a r y  2, 1983

64 2,. b o t h  o f  w h i c h  s t r u c k  d o w n  s t a t e  d u r a t i o n a l  r e s i d e n c e  
r e q u i r e m e n t s .  N e v e r t h e l e s s ,  b e c a u s e  y o u r  b i l l  r e l a t e s  t o  
a c c e s s  t o  a s t a t e  b e n e f i t  r a t h e r  t h a n  t h e  a b i l i t y  t o  d o  
b u s i n e s s  in t h e  s t a t e  a n d  b e c a u s e  it d o e s  n o t  i m p o s e  a 
d u r a t i o n a l  r e s i d e n c e  r e q u i r e m e n t ,  it m a y  b e  e a s i e r  t o  
e s t a b l i s h  a r a t i o n a l  b a s i s  f o r  the r e s i d e n c e  r e q u i r e m e n t  
t o  j u s t i f y  t h e  d i s t i n c t i o n  b e t w e e n  r e s i d e n t s  a n d  
n o n r e s i d e n t s .  T h e r e f o r e ,  a l t h o u g h  I a m  n o t  a b l e  t o  
g u a r a n t e e  t h a t  y o u r  b i l l ,  as r e w r i t t e n ,  s a t i s f i e s  a l l  
c o n s t i t u t i o n a l  r e q u i r e m e n t s ,  I d o  b e l i e v e  t h a t  a c a s e  c a n  b e  
m a d e  t h a t  t h e  r e s i d e n c e  r e q u i r e m e n t  it c o n t a i n s  is 
c o n s t i t u t i o n a l .

L H A : 1 jb 

E n c l o s u r e
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On January 25 th , a t  yi>ar committee hearing fo r  SS HB22 there mete 
certa in  questions which Cooailnvaloner Lyon Ind icated  mould be wutwered by 
latter.
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Alaakat

Mo. Any p ro je c t financed by the A uthority  must be lo c a te d  
within the state of A U * i * <
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loans kLii to possible noj*~re*idei\taw
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Sec. 44.88.010. L E G I S L A T I V E  FINDING AND POLICY.

(a) The legislature finds, determines and declares that

(1) there exist areas of the state in w h i c h  seasonal and 

nonseasonal unemployment exist;

(2) this unemployment is a serious m e n a c e  to the health, 

safety and general welfare, not only to the people in chose areas, but 

also to the. people of the entire state;

(3) the state lacks the basic manufacturing, industrial, and 

business enterprises and the other facilities referred to in (5) of this 

subsection n e c e s s a r y  to p ermit adequate development of its n a t u r a l  

resources and the balanced growth of its economy;

(4) the establishment and expansion of industrial, 

manufacturing, and business enterprises in A l a s k a  and the o t h e r  

facilities referred to in (5) of this subsection are e s s e n t i a l  to the 

development of the natural resources and the long-term econ o m i c  g rowth 

of the state, and wil l  directly and indirectly alleviate u n e m p l o y m e n t  in 

the state;

(5) the achievement of the goal of full employment, and of 

establishment and continuing operation and development of industrial, 

manufacturing, and business enterprises in the state, including 

facilities for air and w a t e r  transportation, facilities for pol l u t i o n  

control and waste disposal, facilities for the local fur n i s h i n g  of gas, 

facilities for water, and facilities for industrial parks, w i l l  be 

accelearated and facilitated by the creation of an i n s t r u m e n t a l i t y  of 

the state with powers to incur debt and to mak e  and insure loans to 

finance, and to assist p r i vate lenders to make loans to finance, the 

establishment, operation, and development of industrial, m a n u f a c t u r i n g ,  

and business enterprises, including facilities for air and w a t e r  

transportation, facilities for pollution control and waste disposal, 

*.acilities for the local furnishing of gas, facilities for water, and 

facilities for industrial parks;

(6) it is in the public interest to promote the p r o s p e r i t y  

and general w e l fare of all citizens of the state by s timulating 

commercial and industrial growth and expansion by en c o u r a g i n g  an 

increase of private investment by banks, investment houses, insurance 

companies, and ot h e r  financial institutions, including p e n s i o n  and 

retirement funds, to help satisfy the need for economic expansion;

(7) it is in the state's interest to import p r i v a t e  capital 

to create n e w  economic activity which would not otherwise take place in 

the state.

(b) It is declared to be the policy of the state, in t he interests 

of promoting the health, security and general welfare of all the p e o p l e  

of the state, and a public purpose, to increase job oppor t u n i t i e s  and 

otherwise to encourage the economic growth of the state, i n c l u d i n g  the 

development of its natural resources, through the establishment and 

expansion of manufacturing, industrial, and business enterp r i s e s  and the 

other facilities referred to in (a)(5) of this section by c r e a t i n g  the 

public corporation with power, duties and functions as provided in AS 

44.88.010 44.88.220.

HISTORY (Sec. 1 ch 64 S L A  1967; am sec. 1 ch 64 SLA 1977; am secs. 44 

48 ch 106 SLA 1980; am sec. 28 ch 115 SLA 1981)

See.. 44.88.020. CREATION O F  AUTHORITY.



There is created the A laska Industrial Development Authority. The 

a u thority is a public corporation of the state and a bod y  corporate and 

p o l itic constituting a political subdivision w i t h i n  the D e p a r t m e n t  of 

Commerce and Economic Development, but with separate and independent 

legal existence.

H I S T O R Y  (Sec. 1 ch 64 SLA 1967; am sec. 104 ch 218 S LA 1976)

Sec. 44.88.030. MEM B E R S H I P  OF AUTHORITY.

(a) The m e m b e r s h i p  of the a u thority consists of

(1) the commissioner of revenue and the c o m m i s s i o n e r  of 

commerce and economic development;

(2) one other p erson appointed by the gove r n o r  who serves as 

the hea d  of a principal department of the executive branch; and

(3) two public members appointed by the governor.

(b) If a m e m b e r  described in (a)(1) or (a)(2) of this section is 

unable to attend a m e e ting of the authority, he m a y  by an instrument in 

w r i t i n g  filed wit h  the authority, designate his d e p u t y  or assistant to 

act in his place as a m ember at the meeting. For all purposes of this 

chapter, the designee is a m e m b e r  of the authority at the meeting.

(c) Members of the a u thority described in (a)(2) and (a)(3) of. 

this section serve two-year terms. However, the initial appointment of 

one m e m b e r  described in (a)(3) of this section shall be for a one-year 

term.

(d) If a v a c a n c y  occurs in the membership of the authority, the 

g overnor shall immediately appoint a member for the unex p i r e d  p o r tion of 
the term POSTPONED EFFECTIVE DATE

(e) Effective on the effective date of the a m endment to the 

Constitution proposed in 1980 Legislative Resolve No. 43 The 

appointment or reappointment of a member of the a u t h o r i t y  under ( a ) (2) 

or (a)(3) of this section is subject to confirmation by a m a j o r i t y  vote 

of the members of the legislature in joint session. If the legislature 

fails to confirm the appointment of the head of a p rincipal department 

of the executive b ranch as a member, the governor shall appoint the head 

of another principal department of the executive b r a n c h  to serve as a 

m ember subject to confirmation u n d e r  this subsection. A m e m b e r  

a ppointed to fill a vacancy under (d) of this section is subject to 

confirmation under this subsection.

H I S T O R Y  (Sec. 1 ch 64 SLA 1967; am sec. 7 ch 207 SLA 1975; am see. 2 

ch 64 SLA 1977; am secs. 49, 50 ch 106 S LA 1980)

Sec. 44.88.040. CHAIRMAN A N D  VICE-CHAIRMAN.

The members of the authority shell elect a chairman from among 
themselves. A  vice- c h a i r m a n  may be elected by the a u t h o r i t y  f r o m  among 

its ot h e r  members. T he vice- c h a i r m a n  presides over all m e e t i n g s  in the 

absence of the chairman and has other duties which the a u t h o r i t y  may 

direct.

H I S T O R Y  (Sec. 1 ch 64 SLA 1967; am sec. 105 ch 218 SLA 1976; am sec.

51 ch 106 SLA 1980)

Sec. 44.88.050.. MEETINGS, COMPENSATION, OFFICERS A ND EMPLOYEES.

(a) A m a j o r i t y  of the m e m b e r s  of the authority constitutes a 

quorum for the transaction of business or the exercise of a po w e r  or
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function at a m e e t i n g  of the authority. In case of a tie v o t e  on a 
m o t i o n  or resolution p e n ding before the a u thority the m o t i o n  or 

resolution shall be presented to the governor and if a p p r o v e d  by him, is 

considered adopted by the authority. T he aut h o r i t y  m a y  m e e t  and 

transact business b y  electronic m e d i a  if

(1) public n o t i c e  of the time and locations w h e r e  the m e e t i n g  

will be held by electronic media has been given in t he s a m e  m a n n e r  as if 

the m e e ting were held in a single location;

(2) participants and m e m bers of the p u b l i c  in a t t e n d a n c e  can 

hear and have the same right to participate in the m e e t i n g  as if the 
m e e ting w e r e  conducted in person; and

(3) copies of pertinent reference m a t erials, statutes, 

regulations, and audio-visual materials are r e a s o n a b l y  a v a i l a b l e  to 

participants and to the public. A  m e e t i n g  by el e c t r o n i c  m e d i a  as 

provided in this subsection has the same legal effect as a m e e t i n g  in 

person.

(b) T he public m e m bers of the authority r e c eive $1 0 0  c o m p e n s a t i o n  

for each day spent on official business of the a u t h o r i t y  a n d  m a y  b e  

reimbursed by the a uthority for actual and n e c e s s a r y  e x p e n s e s  at t he 

same rate paid to members of state boards under AS 39. 2 0 . 1 8 0 .

(c) The authority m a y  appoint persons as offi c e r s  it cons i d e r s

advisable, including an executive director, and m a y  e m p l o y  p r o f e s s i o n a l

advisors, counsel, technical experts, agents, and o t h e r  e m p l o y e e s  it 

considers advisable. The executive director and e m p l o y e e s  of the 

authority are in the exempt service under AS 3 9.25.010 - 39.25.220,

(d) The authority shall keep minutes of each m e e t i n g  and sen d  a 

certified copy to the governor and to the Le g i s l a t i v e  B u d g e t  and A u d i t  

Committee.

HISTORY (Sec. 1 ch 64 SLA 1967; am secs. 52, 53 ch 106 S L A  1980; am

secs. 29, 30 ch 115 SLA 1981)

Sec. 44.88.070. PURPOSE OF THE AUTHORITY.

The purpose of the authority is to promote, develop and a d v a n c e  the 

general prosperity and economic welfare of the p eople of Alaska, to 

relieve problems of unemployment, and to create add i t i o n a l  e m p l o y m e n t  by 

providing various means of financing and means of f a c i l i t a t i n g  the 

financing of industrial, manufacturing, and business e n t e r p r i s e s  a n d  the 

other facilities referred to in AS '4.81.010(a)(5) w i t h i n  the state. 

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 54 ch 106 S L A  1980; am sec. 31 

ch 115 SLA 1981)

Sec. 44.88.080. POWERS O F  THE AUTHORITY.

In furtherance of its corporate purposes, the a u t h o r i t y  h a s  the 

following powers in addition to its other powers:

(1) to sue and be sued;

(2) to have a seal and alter it at pleasure;

(3) to ma k e  a. d alter bylaws for its o r g n i z a t i o n  and internal

management;

(4) to adopt regulations governing the e x e r c i s e  of its

corporate powers;
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(5) to acquire an interest in a project as n e c e s s a r y  or 

appropriate to provide financing for the project, w h e t h e r  b y  purchase, 

gift or lease;

(6) to lease to others a project acquired by it f or the 

rentals and u p o n  the terms and conditions the authority m a y  consider 

advisable, including, w i t hout limitation, provisions for o p t ions to 
purchase or renew;

(7) to issue bonds, in accordance wit h  AS 44.88.090, to p a y  

the cost of a project and to secure payment of the bonds as provided in 

AS 44.88.010 44.88.220;

(8) co sell, by installment sale or otherwise, exchange, 

donate, convey or encumber in any manner by mortgage or by creation of 

any other security interest, real or personal property o w n e d  by it, or 

in w h i c h  it has an interest, including a project, when, in the judgment 

of the authority, the action is in furtherance of its c o r p o r a t e  

p u r p o s e s ;

(9) to accept gifts, grants or loans from, and e n t e r  into 

contracts or other transactions regarding them, with a f e d e r a l  agency or 

an a gency or i n s trumentality of the state, a m u n i c i p a l i t y  p r i v a t e  
organization or other source;

(10) to deposit or invest its funds, subject to agreements 

with bondholders;

(11) to enter into contracts or agreements w i t h  respect to 

the exercise of any of its powers, and do all things n e c e s s a r y  or 

covenient to carry out its corporate purposes and exercise the powers 

granted in AS 44.88.010 - 44.88.220;

(12) to purchase or insure loans to finance the costs of 

manufacturing, industrial, and business enterprise projects;

(13) to enter into loan agreements wit h  respect to one or 

more projects upon the terms and conditions the authority c o nsiders 

advisable;

(14) to acquire, manage, and operate a project w h e n  it 

becomes necessary or desirable to do so to safeguard the a u t h o r i t y  from 

losses;

(15) to assist private lenders to make loans to finance the 

costs of projects through loan commitments, short-term financing, or 

otherwise;

(16) to accept gifts, grants, or loans from a f e d eral agency, 

from an agency or instrumentality of the state or of a m u n i cipality, or 

from any other source;

(17) to enter into contracts or other transactions with a 

federal agency, with an agency or instrumentality of the state or of a 

municipality, or w i t h  a private organization or other e n t i t y  consistent 

with the exercise of any po w e r  under AS 44.88.010 44.88.220;

(18) to f a c ilitate the expansion of a secondary m a r k e t  for 

the resale of federally or commercially insured loans mad e  to finance 

the costs of projects in A l a s k a  held by federal afld state c hartered

financial institutions or b y  the Alaska Commcrci '■* Fishing and
Agriculture Bank.

HISTORY (Sec. 1 ch 64 S L A  1967; am secs. 55 - 59 ch 106 S L A  1980; am

secs. 32, 33 ch 115 S L A  1981)

Sec. 44.88.090. BONDS OF T H E  AUTHORITY.
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(a) S u b j e c t  to (g) of this section, the a u t h o r i t y  m r y  b o r r o w  mo n e y  

and m a y  issue bonds, including but not limited to bonds on w h i c h  the 

principal and interest are payable,

(1) exclusively from the income and receipts or other mo n e y  

derived from the project financed with the proc e e d s  of the bonds,

(2) e x c l u sively from the income and receipts or other m o n e y  

derived from designated projects w h e ther or not they are fina n c e d  in 

whole or in pa r t  with the proceeds of the bonds, or

(3) f r o m  its income and receipts or o t h e r  assets generally, or 

a designated par t  or parts of them.

(b) Bonds shall be authorized by resolution of the authority, and 

be dated and shall mature as the resolution m a y  provide, except that no 

bond may m a t u r e  more than 40 years from the date of its issue. Bonds 

shall bear interest at the rate or rates, be in the d enominations, be in 

the form, e i t h e r  coupon or registered, carry the r e g i s t r a t i o n  

privileges, be executed in the manner, be payable in the m e d i u m  of 

payment, at the place or places, and be subject to the terms of 

redemption w h i c h  the resolution or a subsequent res o l u t i o n  m a y  provide.

(c) A l l  bonds, regardless of form or character, shall be 

negotiable instruments for all the purposes of the U n i f o r m  C o m m ercial 

Code.

(d) A l l  bonds may be sold at public or p r i vate sale in the manner, 

for the price or prices, and at the time or times w h i c h  the a u thority 

may determine.

(e) B e f o r e  the issuance of any bonds, the a u thority shall m a k e  

provision by lease or other agreement regarding the p r o ject or projects 

being financed by the issue of the bonds for rentals or other 

considerations at least sufficient, in the judgment of the authority, to 

pay the p r i n c i p a l  of and interest on the bonds as they become due. and to 

create and m a i n t a i n  the reserves therefor as the a u thority considers 

necessary or desirable and to meet all obligations in connection with 

the lease or o t h e r  agreement and all costs n e cessary to service the 

bonds unless the lease or agreement provides that the obligations are to 

be met or costs are to be paid by a party other than the authority.

(f) T h e  superior court shall have j u risdiction to hea r  and 

determine suits, actions or proceedings relating to the authority, 

including suits, actions or proceedings brought to f o reclose or 

otherwise e n f o r c e  a mortgage, pledge, assignment or secu r i t y  interest or 

brought by or f o r  the benefit or security of a h o l d e r  of its bo n d s  or by 

a trustee for or other representative of the holders.

(g) The authority m a y  not

(1) issue bonds, other than refunding bonds, in any \2-montb 

period b e g i n n i n g  after June 30, 1982, in an amount that exceeds the 

amount of bonds authorized to be issued during the p r e c e d i n g  12-month 

period, unless a different amount is authorized by tbs legislature; or

(2) issue revenue bonds other than r e funding bonds for a 

project under this chapter in an amount greater than $50,000,000 d uring 

any 12-month p e riod beginning after June 30, 1981, unless the issuance 

is included separately in the estimates required in the report of the 

authority u n d e r  AS 44.88.210(b) and unless the legislature, by law, 

approves the issuance.

(h) T he authority m a y  combine, for the purposes of a s ingle 

offering, bonds financing mor e  than one projec*. under AS 4 4 . 8 8 . 0 1 0  - 

4w.88.220.
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HISTORY (Sec. 1 ch 64 SLA 1967; am secs. 60, 61 ch 106 S L A  1980; am 

sec. 35 ch 115 S L A  1981)

Sec. 44.88.100. TRUST INDENTURES AND TRUST AGREEMENTS.

In the discretion of the authority, an issue of bonds m a y  be s e c ured by 

a trust indenture or trust agreement between the a uthority and a 

corporate trustee (which m ay be a trust company, bank, or n a t i o n a l  

banking association, w i t h  corporate trust powers, located inside or 

outside the state) or by a secured loan agreement or other instrument or 

under a resolution giving powers to a corporate trustee (herei n a f t e r  in 

this section referred to as "trust agreement") by means of w h i c h  the 

authority may:

(1) ma k e  and enter into any and all the covenants and 

agreements wi t h  the trustee or the holders of the bonds w h i c h  the 

authority m ay determine to be necessary or desirable, including, w i t h o u t  

limitation, covenants, provisions, limitations and agreements as to

(A) the application, investment, deposit, u se and 

disposition of the proceeds of bonds of the authority or o f  m o n e y  or 

other property of the authority or in which it has an interest;

(B) the fixing and collection of rents or other 

consideration for, and the other terms to' be incorporated in a lease or 

contract of sale of a project;

(C) the assignment by the authority of its rights in the 

lease or contract of sale of a project or in a mortgage or other 

security interest created with respect to a project to a t r u stee for the 

benefit of bondholders;

(D) the terms and conditions upon which a d d i t i o n a l  bonds 

of the authority may be issued;

(E) the vesting in a trustee of rights, powers, duties, 

funds or prop e r t y  in trust for the benefit of bondholders, including, 

without limitation, the right to enforce payment, performance and all 

other rights of the authority or of the bondholders, un d e r  a lease, 

contract of sale, mortgage, security agreement, or trust a g r e e m e n t  with 

respect to a project by mandamus or other proceeding or b y  taking 

possession of by agent or otherwise and operating a project and 

collecting rents or other consideration and applying the same in 

accordance wit h  the trust agreement;

(2) pledge, mortgage or assign money, leases, agreements, 

property or other assets of the authority either presently in han d  or to 

be received in the future, or both; and

(3) provide for any other matters of like or d i fferent 

character which in any way affect the security or protection of the 

b o n d s .
HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.105. CAPITAL RESERVE FUNDS AND CAPITAL RESERVE FUND 
REQUIREMENT.

(a) For the purpose of securing one or more issues of Its bonds, 

'he authority m a y  establish one or more special funds, called " c a p i t a l  

reserve funds", and shall pay into those capital reserve funds the 

proceeds of the sale of its bonds and other money which m a y  be m a d e  

available to the authority from other sources for the purposes of the



capital reserve funds. A  capital reserve fund m a y  be established only 

if the authority determines that the establishment of the fund w o u l d  

enhance the m a r k e t a b i l i t y  of the bonds, and if t h o s e  costs of a project, 

as defined in AS 44.88.220, which are to be financed w i t h  t he proceeds 

of the bonds, do not exceed $10,000,000. Money in a c a p i t a l  reserve 

fund, except as provided in this section, m ay be u s e d  as r e q u i r e d  only 

for
(1) the payment of the principal of, and interest on, b o n d s  or 

of the sinking fund payments with respect to those bonds;

(2) the purchase or redemption of the bonds;, or

(3) the payment of a redemption premium requ i r e d  to be paid 

whe n  the bonds are redeemed before maturity. However, m o n e y  in a 

capital reserve fund may not be wit h d r a w n  if the w i t h d r a w a l  would reduce 

the amount in the capital reserve fund to less t h a n  the capital r e s e r v e  

requirement, except for the purpose of making payment, w h e n  due, of 

principal, interest, redemption premiums on the bonds, and sinking fund 

payments w h e n  other money of the authority is not a v a i l a b l e  for the 

payments. Income or interest earned by, or increment to, a  capital 

reserve fund, from the investment of all or part o f  the fund, m a y  be 

transferred by the authority to other funds or a c c o u n t s  of the a u t h o r i t y  

if the transfer does not reduce the amount of the c a p ital reserve fund 

below the capital reserve fund requirement.

(b) If the authority decides to issue bonds s e c ured b y  a c a p ital 

reserve fund, the bonds m a y  not b e  issued if the a mount in the c a p ital 

reserve fund is less than the capital reserve fund requirement, u n l e s s  

the authority, at the time of issuance of the bonds, depo s i t s  in the 

capital reserve fund from the proceeds of the bo n d s  to be issued or from 

other sources, an amount which, together with the amount the n  in the 

fund, is not less than the capital reserve fund r e quirement.

(c) In computing the amount of a capital r e s e r v e  fund for the 

purpose of this section, securities in which all o r  a p o r t i o n  of the 

fund is invested shall be valued b y  a reasonable m e t h o d  e s t a b l i s h e d  by 

the authority by resolution. Valuation shall include the amount of 

interest earned or accrued as of the date of the v a l uation.

(d) The chairman of the authority shall annually, no later than 

January 2, c e r tify in w r i t i n g  to the governor and the l egislature the 

amount, if any, required to restore a capital r e s e r v e  fund to the 

capital reserve fund requirement. The legislature m a y  a p p r o p r i a t e  to 

the authority the amount certified by the chairman of the authority.

The authority shall deposit the amounts appropriated under this 

subsection d u r i n g  a fiscal year in the proper capital r e s e r v e  fund. 

Nothing in this section creates a debt or liability of the state.

(e) In this section, "capital reserve fund r e q u i r e m e n t "  m e a n s  the 

amount required to be on deposit in the capital r e s e r v e  fund as of the 

date of computation as determined by resolution of the authority.

(f) T he authority m a y  not establish a capital reserve fund to 

secure an issue of bonds in an amount in excess of $ 1 , 0 00,000 u n l e s s  at 

least 20 percent of the principal amount of the l o a n  for the project is 

retained by a federal or state chartered financial instit u t i o n  or the 

Alaska Commercial Fishing and Agriculture Bank.

(g) T he authority m a y  establish reserve funds, other than c a p i t a l  

reserve funds, to secure one or m o r e  issues of its bonds. T h e  a u t h o r i t y  

may deposit in a reserve fund established under thi s  su b s e c t i o n  the 

proceeds of sale of its bonds and other money w h i c h  may be m a d e
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available f r o m  any other source. A  reserve fund e s t a b l i s h e d  u n d e r  this 

subsection m u s t  comply w i t h  (a) - (c) of this section. T h e  auth o r i t y  

may allow a reserve fund established under this s u b s e c t i o n  to be 

depleted w i t hout complying w ith (d) of this section.

HISTORY (Sec. 62 ch 106 SLA 1980; am secs. 36, 37 ch 115 S L A  1981)

Sec. 44.88.110. V A L I D I T Y  OF PLEDGE.

It is the int e n t i o n  of the legislature that a p l e d g e  m a d e  in r e s pect of 

bonds shall b e  valid and binding fr o m  the time the p l e d g e  is made; that 

the money or property so pledged and thereafter r e c e i v e d  b y  the 

authority shall immediately be subject to the lien of the p ledge w i t h o u t  

physical delivery or further act; and that the lien of the p l e d g e  shall 

be valid and binding as against all parties h aving claims of any k i n d  in 

tort, contract or otherwise against the authority i r r e s p e c t i v e  of 

whether the parties have notice. N e i t h e r  the resolution, trust 

agreement n o r  any other instrument by which a p l e d g e  is created n e e d  be 

recorded or filed under the provisions of the U n i f o r m  C o m m e r c i a l  Cod e  to 

be valid, b i n ding or effective against the parties.

HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.120. N O NLIABILITY ON BONDS.

(a) N e i t h e r  the members of the authority nor a p e r s o n  e x e c u t i n g  

the bonds are liable personally on the bonds or are subject to personal 

liability or accountability by reason of the issuance of the bonds.

(b) T h e  bonds issued by the authority do not c o n s t i t u t e  an 

indebtedness or other liability of the state or of a p o l i t i c a l  

subdivision of the state, except the authority, but shall be p a y able 

solely from the income and receipts or other funds or p r o p e r t y  of the

authority. The authority may not pledge the faith or credit of the

state or of a political subdivision of the state (except the authority) 

to the payment of a bond and the issuance of a bond by the a u t h o r i t y  

does not directly or indirectly or contingently o b l i g a t e  the state or a 

political subdivision of the state to apply money from, or lev y  or 

pledge any form of taxation w h a t e v e r  to the payment of the bond.
HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.130. PLEDGE OF THE STATE.

The state pledges to and agrees w i t h  the holders of bonds issued u n d e r  

this chapter and wi t h  the federal agency which loans or contri b u t e s  

funds in respect to a project, that the state will n ot limit or a l t e r  

the rights and powers vested in che authority by this c h a pter to f u l f i l l  

the terms of a contract made by the authority wit h  the h o l d e r s  or 

federal agency, or in any way impair the rights and remedies of the 

holders until the bonds, together with the interest on them w i t h  

interest on unpaid installments of interest, and all costs and expenses 
in connection wi t h  an action or p r o ceeding by or o n  b ehalf of the 

holders, are fully met and discharged. The aut h o r i t y  is a u t h o r i z e d  to 

include this pledge and agreement of the state, i n s ofar as it r efers co 

holders of bonds of the authority, in a contract w i t h  the holders, and 

insofar as it relates to a federal agency, in a cont r a c t  w i t h  the 

federal agency.

- 8 -



HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.140. E X EMPTION FROM TAXATION.

(a) T h e  real and personal property of the a u t h o r i t y  and its 

assets, income and receipts are declared to be the p r o p e r t y  of a 

political s u b d i v i s i o n  of the state and, together w i t h  a n y  project 

financed u n d e r  this chapter and a leasehold interest c r e a t e d  in a 

project applicant or other person under this chapter, d e v oted to an 

essential public and governmental function and purpose, and the 

property, assets, income, receipts, project and lea s e h o l d  interests 

shall be exempt f r o m  all taxes and special assessments o f  the state or a 

political s u b d i vision of the state, including, w i t hout limitation, all 

boroughs, cities, municipalities, school districts, p u b l i c  utility

districts and other taxing units. All bonds of the a u t h o r i t y  are

declared to be issued by a political subdivision of the state and for an

essential public and governmental purpose and to be a p u b l i c

instrumentality and the bonds, and the interest on them, the income from 

them and the transfer of the bonds, and all assets, i n c o m e  and receipts 

pledged to p a y  or secure the payment of the bonds, or interest on them, 

shall at a ll times be exempt from taxation by or under t he authority of 

the state, except for inheritance and estate taxes and taxes on 

transfers b y  or in contemplation of death. Nothing in this section 

affects or limits a n  exemption from license fees, p r o p e r t y  taxes, or 

excise, income or any other taxes, provided under any o t h e r  law, nor 

does it create a t ax exemption, wit h  respect to the interest of any 

business enterprise or other person, other than the authority, in any 

property, assets, income, receipts, project or lease w h e t h e r  or not 

financed u n d e r  this chapter.

(b) T h e  authority may enter into agreements with a proposed 

project applicant or project applicant providing for payments, computed 

on a formula basis or otherwise, in lieu of taxes, w h i c h  the authority

may consider appropriate. The agreement m a y  provide that the payments

be mad e  to the political subdivision of the state in w h i c h  a project is 

or is to be located or to any other taxing unit of the state including, 

without limitation, a borough, city, municipality, s c h o o l  district or 

public utility district, the area of which is coterminous in wh o l e  or in 

part with that of the political subdivision.

(c) F o r  the purposes of AS 14.17 relating to the c o m p u t a t i o n  of 

the required local effort by a district ns defined in AS 14.17.250(3), 

all property exempted from taxation by this chapter shall be considered

taxable real and personal property.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 3 ch 64 SLA 1977; am secs. 63, 

64 ch 106 S L A  1980)

Sec. 44.88.150. BONDS LEGAL INVESTMENTS FOR FIDUCIARIES.

The bonds of the authority are securities in which all public officers 

and bodies of the state and all municipalities and m u n i c i p a l  

subdivisions, all insurance companies and associations and other persons 

carrying on an insurance business, all banks, bankers, trust companies, 

savings banks, savings associations, including savings and loan 

associations and building and loan associations, investment companies 

and other persons carrying on a banking business, all administrators,
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guardians, executors, trustees and other fiduciaries, and a ll other 

persons w h a t s o e v e r  w ho are n o w  or ir.ay h e r e a f t e r  be a u t h o r i z e d  to invest 

in bonds or other obligations of the state, m a y  p r o p e r l y  and legally 

invest funds including capital in their control or b e l o n g i n g  to them. 

Notwiths t a n d i n g  a ny other provisions of law, the b o n d s  of the authority 

are also securities which m a y  be deposited w i t h  and m a y  be received by 

all public officers and bodies of this state and a ll m u n i c i p a l i t i e s  and 

municipal subdivisions for any purpose for wh i c h  the d e p o s i t  of bonds or 

other obligations of the state is n o w  or m a y  h e r e a f t e r  be authorized. 
HISTORY (Sec. 1 ch 64 S L A  1967)

Sec. 44.88.155. E N T E RPRISE DEVELOPMENT FUND.

(a) T h e  enterprise development fund is es t a b l i s h e d  in the 

authority. The enterprise development fund is a trust fund for the uses 

and purposes of AS 44.88.010 44.88.220. The e n t erprise de v e l o p m e n t  fund 

consists of m o n e y  or assets appropriated or t r a n s ferred to the authority 

and other m o n e y  or assets deposited in it by the authority.

(b) The authority m a y  establish in the ent e r p r i s e  de v e l o p m e n t  fund 

a small enterprise loan account, a loan insurance account, and other 

accounts it considers appropriate.

(c) M o n e y  and other assets of the enterprise d e v e l o p m e n t  fund m a y  

be used to secure bonds of the authority, and shall be held and invested 

by the authority in the types of investments des c r i b e d  in AS 

37.10.070(a) and AS 39.35.110(a)(9) and (14) or shall be u s e d  to 

purchase loans for projects as defined in AS 44.88.220.

(d) A  loan purchased in whole or in part by the authority, other 

than a loan which is financed with the proceeds of b o n d s  of the 

authority and secured only by a project applicant or a project,

(1) m a y  not exceed

(A) $10,000,000; or

(B) $500,000 if the loan is p urchased un d e r  AS
44.88.158;

(2) m a y  not exceed the cost of the project or 75 percent of 

the appraisad va l u e  of the project, whichever is less, u n l e s s  the amount, 

of the loan in excess of this limit is federally insured or guaranteeed 

or is insured by a qualified mortgage insurance company;

(3) m a y  not be for a term longer than t h r e e - q u a r t e r s  of the 

authority's estimate of the life of the project or 25 years fr o m  the
date the loan is made, whic h e v e r  is earlier;

(4) shall contain complete amortization p r o v i s i o n s  

satisfactory to the authority requiring periodic p a y m e n t s  b y  the 
borrower;

(5) shall be in the form and contain the terms and provisions 

with respect to insurance, repairs, alterations, p a y ment of taxes and 

assessments, default reserves, delinquency charges, d e f a u l t  remedies, 

acceleration or maturity, secondary liens and other m a t t e r s  the 
authority presr Lbes;

(6) shall be secured as to repayment by a m o r t g a g e  or other

security instrument in the manner the authority d e t e rmines is feasible

to assure timely repayment under a loan agreement e n t e r e d  into wit h  the 
borrower;

(7) m a y  not be made unless
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(A) at least 10 percent of the principal a m o u n t  of the 

loan is retained b y  the originator of the loan; or

(B) 100 percent of the principal amount of the loan is 

guaranteed by the United States or an agency or inst r u m e n t a l i t y  of the 

United States;

(8) m u s t  be

(A) at least partially guaranteed by the U n i t e d  States 

or an a g e n c y  or instrumentality of the United States, s u b ject to the 

provisions cf AS 44.88.158; or

(B) financed from the proceeds of bonds; o r

(C) expected by the authority to be fina n c e d  from the 

proceeds of bonds.

(e) T h e  authority m a y  adopt regulations for the a d m i n i s t r a t i o n  of 

the enterprise development fund which m ay include, w i t h o u t  limitation, 

provisions for fees and agreements relating to application, loan 

commitment, servicing, and origination of loans by other lenders.

(f) T h e  authority may enter into agreements as to the use of the 

money in the ent rprise development fund, including w i t h o u t  limitation, 

trust or custody arrangements with banks or trust companies. It m a y  

also pledge, assign, or grant the agreement, interests u n d e r  an 

agreement, or interests in the enterprise development fund as m a y  be 

necessary or appropriate to provide for payment and s e c u r i t y  for bonds 
of the authority.

HISTORY (Sec. 65 ch 106 SLA 1980; am sec. 38 ch 115 SLA 1981)

Sec. 44.88.157. L O A N  INSURANCE AND LOAN INSURANCE ACCOUNT.

(a) T h e  purpose of the loan insurance account is to p r o v i d e  

insurance of mortgage loans and other loans ma d e  or pur c h a s e d  by the 

authority, or mad e  by others and approved for insurance b y  the 

authority, for a project. The authority m a y  enter into a g r e e m e n t s  as to 

the use of money in the loan insurance account and may pledge, assign, 

or grant interests in the loan insurance account as provided in this 

section. T h e  authority m a y  adopt regulations and enter int o  a g r eements 

with respect to the exercise of any power or approval r e l a t i n g  to the 

loan insurance account under this section, including, w i t h o u t  

limitation, agreements as to the use of mo n e y  in the loan i n s u r a n c e  

account, agreements with respect to the terms and conditions u p o n  w h i c h  

payments from the loan insurance account will be made w i t h  r e s pect to a 

loan insured under this section, agreements as to separate s ubaccounts 

in the loan insurance account for different categories of loans or as to 

loans made by the authority or any other person, and agreements 

regarding the payment of and security for bonds issued by the authority. 

An agreement, the rights of the authority under an agreement, or 

payments received or to be received under an agreement m a y  be p l e dged or 

assigned b y  the authority for the benefit of the holders of bonds issued 

by the authority.

(b) T he authority may, upon application of a b o r r o w e r  or p r o p o s e d  

borrower, insure and make advance commitments to insure lo a n  r e p ayments 

required under the terms of a loan made by it or by another l ender w i t h  

respect to a project, upon the terms and conditions the a u t h o r i t y  

prescribes. To be eligible for insurance under AS 44. 8 8 . 0 1 0  - 

44.C8.220, a loan for a project



(1) sh a l l  be held by the authority or b y  a l e n d e r  approved by 

the authority as responsible and able to service the loan;

(2) m a y  not exceed $10,000,000 for a project, or 90 percent

of the cost of the project or 90 percent of the a p p r a i s e d  value of the

project, w h i c h e v e r  is less;

(3) m a y  not be m a d e  for a term longer than three-quarters of 

the a u t h o r i t y’s estimate of the life of the project or 25 years from the 

date of issuance of the insurance, w h ichever is earlier;

(4) shall contain complete amortization p r o v isions 

satisfactory to the authority requiring periodic payments by the 

borrower; and

(5) shall be in the form and contain the terms wll.h respect

to insurance, repairs, alterations, payment of taxes and assessments,

default reserves, delinq u e n c y  charges, default remedies, acceleration of 

maturity, ad d i t i o n a l  and secondary liens, and ^ther m a t t e r s  that the 
authority prescribes.

(c) In a d d i t i o n  to other fees which the a u thority m a y  charge on 

loans, the a u t h o r i t y  may collect or cause to be collected on loans 

insured under this section, either a loan insurance commitment fee or a 

loan insurance p r e mium or both. L o a n  insurance fees and loan insurance 

premiums are not required to be uniform among the v a r ious loans insured. 

Loan insurance commitment fees and loan insurance premiums shall be 

deposited in the insurance account h y  the loan servicer, trustee, or 

agent designated by the authority to receive them.

(d) If, at a n y  time after receipt by the a u thority of a payment 

from the 7 5an insurance account w i t h  respect t;> a loan, the authority 

recovers an amount on the loan or portion of it from a source other than 

the loan insurance account, the authority shall ap p l y  the amount 

recovered in the following order: first, to repay the general fund of 

the state for appropriations made under (g) of this section, and second, 

to repay the loan insurance account.

(e) Loan.- m a y  br insured only when the amount either in the loan 

insurance account insuring the loans or a subaccount in the loan 

insurance account insuring the loans, as a percentage of the sum of the 

loans to be insured and all unpaid principal on loans insured by the 

loan insurance account or the subaccount, equals or exceeds the fund 

requirement. The fund requirement is calculated as a p e r c entage which 

the authority determines is actuarially sound for o p eration of the loan 

account or a subaccount.

(f) Whe n  the authority determines what is ac t u a r i a l l y  sound with 

respect to th" operation of the loan insurance account or a subaccount 

in the loan insurance account, it shall consider means of providing 

sufficient revenue for the operation of the account or subaccount, 

without regard to amounts which m a y  have been or may, after the date of 

determination of actuarial soundness, be appropriated un d e r  (g) of this 

section. T h e  authority shall also consider factors including, without 

limitation, estimates of future defaults and losses of loans insured 

under this section based on actual default and loss experience on those 

loans or on s i m ilar loans in the state or elsewhere, estimates of 

recoveries on defaulted or foreclosed loans based on actual default and 

foreclosure experience on those loans or similar loans in the state or 

elsewhere, the terms and conditions of the loans insured u n d e r  thi3 
section, estimates of earnings and income of amounts on deposit in the 

loan insurance account, and other appropriate factors.



(g) On D e c e m b e r  1 of each yea r  the authority shall d e t e r m i n e  the 

amount o n  deposit in the loan insurance account and in each s u b account 

in the loan insurance account. If the amount in the loan i n s u r a n c e  

account or the amount in a subaccount in th'’ loan insurance a c c ount is 

less tha n  the fund requirement for the account or for the subaccount, 

the authority shall transfer the amount necessary to r e s t o r e  the loan 

insurance account or the subaccount to the fund requirement. T h e  

transfer shall be made from available mo n e y  which is not e n c u m b e r e d  or 

restricted for other use un d e r  the terms of contracts w i t h  b o n d h o l d e r s  

or others. If sufficient m o n e y  is not available for transfer, the 

chairman of the authority shall, n o  later than J a n uary 2 of the 

following year, certify in w r i t i n g  to the governor and to the 

legislature the amount, if any, required to restore the a c c o u n t  or a 

subaccount to the fund requirement. The legislature m a y  a p p r o p r i a t e  the

Sec. 44.88.158. SMALL ENTERPRISE LOA N  ACCOUNT.

(a) A small enterprise loan account is established in the 

e nterprise development fund. The account m a y  be composed of m o n e y  or 

assets appropriated or transferred to the a u t h o r i t y ,interest on 

investments and loans of the small enterprise loan account, the 

unpledged income of the enterprise development fund, and o t h e r  m o n e y  or 
assets deposited in it by the authority.

(b) The authority may'use m o n e y  in the small ent e r p r i s e  loan 

account to purchase the guaranteed portion of a loan ma d e  b y  a p r i vate 

financial institution after June 30, 1981, to a small e n t e r p r i s e  to pay 

the cost of a project, as defined in AS 44.88.220, if the loan is 

guaranteed by the United States or an agency or i n s t r u m e n t a l i t y  of the 

United States, including, but not limited 1 , the Small B u s i n e s s  

Administration, the National Marine Fisheri- Service, and the Farmers 

Home Administration.

(c) The authority may purchase loans originated by the A l a s k a  

Rural Rehabilitation Corporation which are made to a g r i c u l t u r a l  

enterprL»e:s. Loans purchased under this subsection m a y  be s e c u r e d  by 

substitute collateral if the amount of the loon does not e x c e e d  75 

percent of the value of the total collateral for the loan. L o a n s  m a y  be 

purchased under this subsection only from money appropriated to the 

small enterprise loan account for that purpose,

HISTORY (Sec. 65 ch 106 S LA 1980; am sec. 40 ch 115 SLA 1981)

Sec. 44.88.159. INTEREST RATES.

(a) The interepc rate on a loan financed from the p r o c e e d s  of 

tax-exempt bonds or excepted by the authority to be financed f r o m  the 

proceeds of tax-exempt bonds is equal to the cost of funds to the 

authority. In this subsection "cost of funds" means the true interest 

cost expressed as a rate on tax-exempt bonds of the a u t h o r i t y  p l u s  an 
additional percentage as determined by the authority to r e p r e s e n t  the 

allocable expenses of operation, costs of issuance, and loan servicing.

(b) The interest rate on a loan financed from the p r o c e e d s  of 

taxable bonds or expected by the authority to be financed f r o m  the 

proceeds of taxable bonds is equal to the cost of funds to the 

authority. In this subsection "cost of funds" means the. true interest 

cost expressed as a rate on taxable bonds, plus an ad d i t i o n a l  p e r c e n t a g e
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as det e r m i n e d  by the authority to represent the allocable expenses of 

operation, costs of issuance, and loan servicing costs.

(c) T h e  interest rate on a loan purchased by the a u t h o r i t y  w i t h  

noney in the small enterprise loan account that is not f r o m  the proceeds 

of the sale of a series of bonds is equal to the most recent index of Aa 

corporate bo n d  yield averages as p u blished by Moody's Investors Service. 

HISTORY (Sec. 41 ch 115 SLA 1981)

Sec. 44.88.160. FINDINGS OF THE AUTHORITY.

Before entering into a lease or other agreement as provided in AS 

44.88.090(e) regarding a project for which bonds are agreed to be issued 

by the authority in an amount in excess of $6,000,000, or before 

approving insurance or a commitment to insure a lean as provided in AS 

44.38.157(b) with a principal amount in excess of $6,000,000, there must 

have been filed w i t h  the authority a certified copy of a r e s o lution of 

the g overning body of the political subdivision of the state, if any, in

which the project is to be located, consenting to the location (which

consent need only refer to the general n ature of the project ult i m a t e l y  

to b e  acquired as set out in a request of the proposed project 

a p p l i c a n t ) . Before entering into a lease or other agreement as provided 

in AS 44.88.090(e) regarding a project, the authority must find, on the 

basis of all information reasonably available to it, that

(1) the project and its development under this chapter will 

be economically advantageous to the state and the general public welfare 

and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facilities 

that might result from the project is reasonably assured;

(4) the project will provide or retain employment reasonably 

related to the amount of the financing by the authority considering the 

amount of investment per employee for comparable facilities and other 

relevant factors; and

(5) the scope of the project is sufficient to provide a 

reasonable expectation of a benefit to the economy of the state.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 66 ch 106 SLA 1980)

Sec. 44.88.165. DE L I N Q U E N T  LOANS.

If m o r e  than two percent of the total outstanding balance of loans 

purchased from a financial institution un d e r  AS 44.88.010 - 44.88.220 

becomes delinquent for 90 days or more, the authority shall discontinue 

purchasing loans from that financial institution until the delinq u e n c y  

is reduced to less than two percent.

HISTORY (.See. 42 ch 115 SLA 1981)

Sec. 44.88.170. PURCHASE OF PROJECT AND LEASES.

(a) N o  provision of this chapter m a y  prevent the inclusion in a 

lease or other agreement relating to a project of a provision granting 

the right to purchase the project, or to renew or extend the lease or 

agreement, upon the terms and conditions which m ay be provided for in 

the lease or agreement.
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(b) A  lease wit h  respect to a project m a y  p r o v i d e  for two or mor e  

lessees with the legal relationship between themselves and the a u thority 

which the authority m ay approve, including w i t hout limitation, 

provisions to the effect that the obligations of the lessees u n d e r  the 

lease for payment of rental or otherwise between t h e mselves and the

authority are several, joint, or joint and several and that the lessees

lease the project as tenants-in-common, or otherwise.

HISTORY (Sec. 1 ch 64 S L A  1967)

Sec. 44.88.180. CONFLICTS OF INTER E S T .

(a) No m ember of the authority nay vote on a r e s o l u t i o n  of the 

authority relating to a lease or contract to be entered into by the 

authority under this chapter if he is a party to the lease or contract 

or has a direct ownership or equity interest in a firm, p a r tnership, 

corporation or association which m a y  be a party to the cont r a c t  or 

lease. If a person m a y  not vote because of this prohib i t i o n ,  for all 

purposes regarding action of the authority relating to a d o p t i o n  of the 

resolution, the position of the persons as a m e m b e r  shall be transferred 

to the first one of the following state officers w h o  is not then acting 

as a m e m b e r  and would not be prohibited from v o t i n g  on the r e s o l u t i o n  

because of the same prohibition: commissioner of administration, 

attorney general, commissioner of revenue, c o m missioner of h e a l t h  and 

welfare, commissioner of labor, commissioner of public works, 

commissioner of public safety.

(b) The state officer serves as a m e m b e r  from time to time and for 

all purposes of this chapter is a member for the p u r p o s e  of v o t i n g  on 

the resolution but after each vote the authority shall again c o n sist of 

members referred to in AS 44.88.030 only, until one or mor e  m e m b e r s  may 

not again vote on a resolution because of the prohibition.

HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.190. OPERATION OF CERTAIN STATUTES EXCEPTED.

(a) The authority shall not be considered or c o n s titute

(1) a political subdivision of the state as the term is used

in AS 37.10.085,

(2) a municipal corporation or political s u b d i v i s i o n  of the 

state as the terms are used in AS 29, or

(3) except as provided in AS 44.88.205, a state a g ency as the 

term is used in AS 37, but for all other purposes the aut h o r i t y  

constitutes a political subdivision and an i n s trumentality of the state 

as provided in this chapter.

(b) The funds, income or receipts of the authority shall not be

considered or constitute m o n e y  of the state, nor shall real p r o p e r t y  in

which the authority has an interest be considered land owned in f ee by 

the state or to which the state m a y  become entitled or in any w a y  lands 

belonging to the state, or state lands referred to in Art. VIII of the 

Alaska Constitution.

HISTORY (Sec. 1 ch 64 S L A  1967; am sec. 67 ch 106 S LA 1980)

Sec. 44.88.200. ANNUAL AUDIT.
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The authority shall ha v e  its financial records audited a n n u a l l y  b y  the 

legislative a u d itor or by a certified public accountant a p p r o v e d  b y  the 

legislative auditor. T h e  legislative auditor m a y  p r e s c r i b e  the f o r m  and 

content of the financial records of the authority and s h a l l  h a v e  access 

to these records at a ny time.

HI S TORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.7.05. OPERATING BUDGET.

For fiscal years beginning after June 30, 1981, the o p e r a t i n g  b u d g e t  of 

the authority is subject to the Executive Budget Act (AS 37.07).

HISTORY (Sec. 68 ch 106 SLA 1980)

Sec. 44.88.210. REPORTS AND PUBLICATIONS.

(a) By J a n u a r y  10 of each year, the authority shall p u b l i s h  a 

report for distribution to the governor, legislature, and t he public.

The report shall be w r i t t e n  in easily understandable language. T h e  

report shall include a financial statement audited by an i n d e p e n d e n t  

outside auditor, a statement of the authority's investments u n d e r  this 

chapter including an a p praisal of the investments at m a r k e t  value, a 

comparison of the authority's performance wit h  the goals of the 

authority and the levels of bonding and investment a c t i v i t i e s  

anticipated in the previous year's report u n d e r  (b; of this section, and 

any other information the members of the authority b e l i e v e  w o u l d  be of 

interest to the governor, the legislature, and the public. T h e  annual 

income statement and balance sheet of the authority shall b e  p u b l i s h e d  

in at least one newspaper in each judicial district, The a u t h o r i t y  m ay 

also publish o t h e r  reports it considers desirable to ca r r y  o ut its 

purpose.

(b) The authority shall include in its annual report u n d e r  (a) of 

this section

(1) an estimate of the investment activity of the a u t h o r i t y  

under this chapter for the following 12-month period; and

(2) an estimate of the amount of bonds to be i s s u e d  d uring 
the following 12-month period.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 69 ch 106 SLA 1980) *

Sec. 44.88.212. FEES CHARGED BY AUTHORITY.

(a) An application fee may not be charged for an a p p l i c a t i o n  for

authority participation in a loan under AS 44.88.158.

(b) The commitment fee for a loan commitment by the a u t h o r i t y  m a y

not exceed two percent of the principal amount of the loan.

HISTORY (AS 44.88.085; sec. 34 ch 115 S LA 1981)

Sec. 44.88.220. DEFINITIONS. In AS 44.88.010 - 44.88.220

(1) "authority" means the Alaska Industrial D e v e l o p m e n t  
Authority created by AS 44.88.010 44.88.220;

(2) "business enterprise" means a single prop r i e t o r s h i p ,  

corporation, firm, partnership, or other association of p e r s o n s  

organized in any manner, for any business purpose, other t h a n  on a 
nonprofit basis;
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(3) "federal agency" m e a n s  the U n i t e d  States and any officer, 

department, agency or instrumentality of the U n i t e d  States;

(4) "governing body of a political s u b d i v i s i o n "  means, w h e n  

used with respect to the location of a project, the c o u n c i l  of a city if 

the project is to be located in a city in the u n o r g a n i z e d  borough, or 

the assembly if the project is to be located in an o rganized borough or 

a unified municipality;

(5) "project" means

(A) a plant or facility used or intended for use in 

connection w i t h  making, processing, preparing, or p r o d u c i n g  in any 

manner, goods, products or substances of any k i n d  or n a t u r e  or in 

connection w i t h  developing or utilizing a n a t u r a l  resource, or 

extracting, smelting, transporting, converting, a s s embling or producing 

in a n y  manner, minerals, raw materials, chemicals, compounds, alloys, 

fibers, commodities and materials, products or su b s t a n c e s  of any kind or 

nature, any plant or facility used or intended for use as an industrial 

park or in con n e c t i o n  with air and water transportation, or any plant or 

facility for the prevention, limitation or control of a i r  or wa t e r  

pollution, for the disposal of sewage or solid waste, for the local 

furnishing of gas, or for the furnishing of water;

(B) a plant or facility used or intended for use in 

connection w i t h  a business enterprise;

(C) commercial activity by a small enterprise;

(6) "plant" or "facility" means real property, w h e ther above 

or b e l o w  m e a n  high water, or an interest in it, and the buildings, 

improvements and structures constructed or to be constructed ou or in 

it, and may include fixtures, machinery, and equipment on it or in it, 

and tangible personal property, regardless of w h e t h e r  the tangible 

personal property is attached to or connected w i t h  real property, if the 

owner has agreed not to remove the tangible personal prop e r t y  

permanently from the state for the period the auth o r i t y  sets; "plant" or 

"facility" does not include work in process or stock in trade;

(7) Repealed by sec. 70 ch 106 SLA 1980;

(8) "project cost" or "cost of a project" m e a n s  all or any 

part of the a g gregate costs determined by the auth o r i t y  to be n ecessary 

to finance the construction, expansion, or acquis i t i o n  of a project, 

including without limitation the cost of acquiring real or tangible 

personal property, and, in connection with real property, the cost of 

constructing buildings and improvements, the cost of c o n structing me a n s  

of access to and from the project, the cost of constr u c t i n g  extensions 

of utility systems to the site of the project; the cost of a project 

includes, without limitation, the cost of financing the project, 

interest charges before, during or after construction, expansion, or 

acquisition of the project, costs related to the deter m i n a t i o n  of the 

feasibility, planning, design or engineering of the project and, to the 

extent determined n e cessary by the authority, admi n i s t r a t i v e  expenses, 

the cost of m a c h i n e r y  or equipment to be used in the o p eration of the 

project and expenses of installation, replacement or rehabilitation, and 

all other costs, charges, fees and expenses w h i c h  m a y  be determined by 

the authority to be necessary to finance the construction, expansion, or 

acquisition;

(9) "project applicant" means a business enterprise or 
enterprises p r oposing to

(A) use or occupy a project; or
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(B) agree to permit others to use or o c c u p y  a project;

(10) "real property" means land and rights and interests in 

land, including, without limitation, interests less than full title su c h  

as easements, uses, leases, and licenses;

(11) "lease" includes, when used as a noun, an interest in, 

or w h e n  used as a verb, the transfer of an interest in, prop e r t y  less 

than fee simple title, including, without limitation, w h e n  used as a 

noun, agreements to use or occupy property;

(12) "small enterprise" means a business ent e r p r i s e  wh i c h  is 

a project applicant with gross income of $10,000,000 or less for its 

annual reporting period ending immediately before the a p p l i c a t i o n  to the 

authority for a loan;

(13) Repealed by sec. 51 ch 115 SLA 1981.

(14) Repealed by sec. 51 ch 115 SLA 1981.

(15) Repealed by sec. 51 ch 115 SLA 1981.

(16) "commercial activity" includes w o r k  in process or

activity involving stock in trade, accounts receivable, or the 

refinancing of existing indebtedness, subject to the pro v i s i o n s  of AS 
44.88.158.

H I S TORY (Sec. 1 ch 64 SLA 1967; am secs, 4, 5 ch 64 S L A  1977; am sec. 

70 ch 106 SLA 1980; am secs. 43 - 47, 51 ch 115 SLA 1981)
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S t a t e  o f  A l a s k a

W A L T  F U R N A C E ,C H A IR M A N  
R IC K  U E H L IN G . V IC E  C H A IR M A N

J O H N  C O W D E R Y  
N IIL O  E. K O P O N E N  

H U G H  M A L O N E  
J O H N  R IN G S T A D  

R O N  W E N D T E

P O U C H  V  
J U N E A U . A L A S K A  99811 

(9 07) 4 6 5 -3 8 9 2

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

J a n u a r y  19, 1984

TO: R e p r e s e n t a t i v e  R i c k  U e h l i n g ,  V i c e - C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

FROM: K e n  J o h n s o
P r o f e s s i o n s s i s t a n t

RE: H o u s e  B i l l  25

Kay B r o w n ,  D i r e c t o r  of the D i v i s i o n  of M i n e r a l s  a n d  E n e r g y  
M a n a g e m e n t ,  had h ped to t e s t i f y  t o d a y  o n  HB 25. H o w e v e r ,  
d u e  to c h a n g e  in the C o m m i t t e e  C a l e n d a r  a n d  p r i o r  c o m m i t t m e n t ,  
M i s s  B r o w n  c o u l d  n o t  b e  p r e s e n t  today. S h e  h a s  a s k e d  the 
c o m m i t t e e  be b r i e f e d  on the D i v i s i o n s  p o s i t i o n  on H 3  25.

A s  D i r e c t o r  of the D i v i s i o n  of M i n e r a l s  and E n e r g y  M a n a g e m e n t ,
K a y  B r o w n  s t a t e d  she w a s  in o p p o s i t i o n  to HB 25 on the
f o l l o w i n g  points:

1. T e c h n i c a l  d i f f i c u l t i e s  in the b i l l s  d r a f t i n g .

A, D e f i n i t i o n  of S t a t e  C r u d e
B. D e f i n i t i o n  of S t a t e  C o a l

2. E x i s t i n g  p r i o r i t i e s  h a v e  s e r v e d  the s t a t e  w ell. She 
asks "Why s h o u l d  c o a l  p u r c h a s e r s  be g i v e n  p r e f e r e n c e  o v e r  
i n - s t a t e  r e f i n e r s " ?

3. W i l l  the bill be e f f e c t i v e  in p r o m o t i n g  c o a l  d e v e l o p­
me n t ?  B e c a u s e  of the e x p o r t  ban, oil c a n n o t  be s o l d  to 
P a c i f i c  Rim na t i o n s ,  so t h e r e  is no  i n c e n t i v e  for s u c h  
c o u n t r i e s  to p u r c h a s e  coal.

4. S u c h  p a c k a g e  d e a l s  c o u l d  be m a d e  n o w  w i t h o u t  p a s s i n g  
l e g i s l a t i o n .

5. If c o m p a n i e s  w e r e  f o r c e d  to e n t e r  i n t o  a n  i n t e r u p t a b l e  
s a l e s  c o n t r a c t s ,  r e f e r i n g  to S e c t i o n  G, the r e s u l t  c o u l d  
be d e v a l u e d  r e s o u r c e s .



Introduced: 1/17/83
R eferred: L a b o r  & Commerce,

R e s o u r c e s  and F i n a n c e

IN T H E  H O U S E  B Y  L I N D A U E R

2 H O U S E  B I L L  NO. 25

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

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

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  p r o v i d i n g  f o r  p r e f e r e n c e s  a n d  r e s e r v a t i o n s  i n

7 s a l e  o r  p u r c h a s e  of s t a t e  r o y a l t y  o i l  to c o m p a n i e s

8 p u r c h a s i n g  s t a t e  c o a l . "

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

10 * S e c t i o n  1. A S  3 8 . 0 5 . 1 8 3  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

11 (f) N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  in t his c h a p t e r ,  t h e  com-

/Vjj
12 m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  s h a l l  off«-r s al e  of s t a t e  c r u d e

13 o i l  to c o m p a n i e s  p u r c h a s i n g  s t a t e  coal. |

•/'<!’> /*tS K
1A (g) A  c o n t r a c t  f o r  sale  o f  s t a t e  o i l is s u b j e c t  to x h e  r e s e r v a -

15 t i o n  of a s t a t e  r i g h t  to p u r c h a s e  r e f i n e d  p r o d u c t s  f o r  o f f e r  to con-

16 p a n i e s  p u r c h a s i n g  s t a t e  coal.

—  L /C 7 ~ / />  t s \ J  £ > / / & ' .

/ - r / c w s

 (Ayi t P f  /  ,/ f ^ ’ W ^ ^

( j u i A t L t e - r '  L A ' O C & t r s M r - f r  -

5  M S ^  ,
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S t a t e  o f  A l a s k a

W A L T  F U R N A C E .C H A IR  W A N  T J a 99811

R IC K  U E H L IN G . V IC E  C H A I R M A N  (9 0 7 ) 4 ^ 5  3 8 9 2
J O H N  C O W D c R Y  I l

N I R O  E. K O P O N E N  I E S R « i : & i = v ]
H U G H  M A L O N E

J O H N  R IN G S T A D  h '  T  V
R O N  W E N  D TE

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

A p r i l  L\, 1983

To: R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

/ r r > "  -  ^
From: f e f f e r s o n  B. B a r  

P r o f e s s i o n a l  A i d e

Re: H o u s e  B i l l  25

I n t r o d u c t o r y  A n a l y s i s

H B 2 5  p u r p o r t s  tu p r o v i d e  a p r e f e r e n c e  a n d  r e s e r v a t i o n  

in t h e  sale or p u r c h a s e  of s t a t e  r o y a l t y  o i l  1 1 c o m p a n i e s  

p u r c h a s i n g  s t a t e  coal. W i t h o u t  k n o w i n g  the i n t e n d e d  

d e f i n i t i o n  o f  t h e  t e r m  " p u r c h a s i n g  s t a t e  c o a l "  as u s e d  in 

this bill, it is d i f f i c u l t  to a n a l y z e  the e f f e c t  of the 

l e g i s l a t i o n .  N o n e t h e l e s s ,  u n d e r  a n y  d e f i n i t i o n ,  the b i l l  

r a i s e s  some q u e s t i o n s .  F i r s t ,  H B 2 5  w o u l d  a p p e a r  to m i x  two 

s e p a r a t e  c a t e g o r i e s  of n a t u r a l  r e s o u r c e s  i n t o  o n e  f o r  the 

p u r p o s e  of s t a t e  action.

T h e  p r o v i s i o n s  r e l a t i n g  to the l e a s e  o f  c o a l  are f o u n d  

u n d e r  AS 3 8 . 0 5 . 1 5 0 .  U n l i k e  oil, co a l  is n o t  r e q u i r e d  to be 

c o m p e t i t i v e l y  b i d  and t h e r e  is n o  s t a t e m e n t  t h a t  the s t a t e  

w i l l  take c o a l  " i n  k i n d "  u n l e s s  it is d e t e r m i n e d  to b e  in 

the b e s t  i n t e r e s t  of the s t a t e  to se l l  it. T h e  l e s s e e  of 

coal " s h a l l  p a y  to the s t a t e  the r o y a l t i e s " . [AS 

3 8 . 0 5 . 1 5 0 ( c ) ]  N o  m e n t i o n  is m a d e  for the e x t r a c t i o n  o f  a n y



r o y a l t y  coal for the use of, p r o c e s s i n g  wi thin, or o w n e r sh i p 

by the. state.

On the ot h er  hand, AS 3 8 . 0 5 .1 83  p r o v i d e s  for 

c o m p e t i t i v e l y  b i d d i n g  on the sale of state r o y a l t y  oil. 

S e c t i o n s  (a) - (e) p r o v i d e  for the terms and condi t i on s of 

the sale and usage of state r o y a l t y  oil. S e c t i o n  1 of HB25 

w o u l d  s u p e r c ed e  these secti on s and give an ab so l ut e  right to 

the use, m ar k et i ng , and d i s t r i b u t i o n  of state r o y a l t y  to 

" co m pa n i e s  p u r c h a s i n g  state coal". HB25 w o u l d  not reauire  

the pr ice to be c o m p e t i t i v e l y  bid, that the use of the oil 

be in state f or  the be ne f it  of Alaska, or any of the other 

e x p r e s s  pu rp o s e s  set forth by  the c o n s t i t u t i o n  or 

e s t a b l i s h e d  law.

Under S e c t i o n  1, p a r a g r a p h  (g) of H B 2 5 , there is a 

r e s e r v a t i o n  o f  a state right to p u r c h a s e  r e f i n e d  p ro d uc ti s 

"f or offer to compani es  p u r c h a s i n g  state coal." Since there 

is n o  r e s t r i c t i o n  on t h e co mp a ni e s w h i c h  w o u l d  rece i v e the 

r e f i n e d  p r o d u c t  on resale, it is c o n c e i v a b l e  that the 

p r o d u c t s  w o u l d  be f u n n e l e d  t h ro ug h  th e m (as a m i d d l e m a n  

b e f o r e  r e a c h i n g  the market. T he re is no r e q u i r e m e n t  that 

the re fi ne d p r o d u c t  ev en  be m a d e  a v a i l a b l e  to the p e op l e and 

c om mu nities o f  A l a s k a  or even that it be c o n su me d  by the 

b e n e f i c i a r y  in its A l a s k a n  operations.

I m p l e m e n t a t i o n  of Se ction (g) w o u l d  p r o b a b l y  n e g a t i v e l y  

i mp a ct  the a b i l i t y  of the state "o r e c ei v e top dollar  for 

the sale of r o y al t y oil. If a p u r c h a s e r  a n d /o r  re f in e r 

co uld not be free to e s t a b l is h  long term r e l a t i o n s h i p s  w i t h  

c o n s u m i n g  groups, i.e. g u a r a n t e e d  de l i ve r y for g u a r a n t e e d  

acceptan ce, then th ei r bids on the use of r o y a l t y  oil w o u l d  

b e c o m e  one o f  a r i s k  v e n t u r e  r a t h e r  than n o r m a l  business. 

Also, there w o u l d  be less in c entive  to b id if the state w e r e  

to take their price and then o f fe r  the oil to a "pur c ha s er "  

of state coal.

Finally, HB25 raises  the p o l i c y  qu e st i on  of deciding 

for wh os e  b e n e f i t  st ate royalty  oil should be given. The 

l eg is lature has p r e v i o u s l y  i n t e r p r e t e d  the c o ns t i t u t i o n a l

- 2 -



r e q u i r e m e n t s  r e g a r d i n g  n a t u r a l  r e s o u r c e s  to m e a n  t h a t  w a y s  

of a c h e i v i n g  m a x i m u m  b e n e f i t  to a l l  of the p e o p l e  a n d  

c o m m u n i t i e s  of A l a s k a  b e  f o u n d  a n d  i m p l e m e n t e d .  H B 2 5  w o u l d  

r e q u i r e  t h a t  the b e n e f i t s  o f  r o y a l t y  o i l  a c c r u e  to 

" c o m p a n i e s  p u r c h a s i n g  s t a t e  c o a l . "  S u c h  a f i n d i n g  o f  n e e d  

and a t t e n d a n t  s t a t e m e n t  of p u b l i c  p o l i c y  b y  the l e g i s l a t u r e  

w o u l d  be a p p r o p r i a t e  i f  H B 2 5  is a d o p t e d .



Representative John Lindauer 
District 10-A 
3933 G eneva Place 
Anchorage, AK 99508

April 4, 1983

Alaska §>tatc leg isla ture

%ouSe of fteprc£entattbetf

W h i l e  m J u n t a u

Pouch V

Juneau, A K  99811 

465*3709

TO:

FROM:

RE:

House Labor and Commerce Committee

Representative John L i n d a u e ^ L ^ ^ ^

House Bi l l - #25: "An Act providing for preferences and

reservations in sale or purchase of state royalty oil 

to companies purchasing state coal."

The buyers of coal, typically major industrial c ompanies and 

public utilities, tend to also be the major users of other 

energy sources such as oil and oil products.

T he purpose of House Bill 25 is to encourage the d e v e l o p m e n t  

of coal production within the state of Alaska w i t h o u t  l osing 

one cent of oil revenues.
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I n t r o d u c e d :  1 / 1 7 / 8 3
R e f e r r e d :  L a b o r  & C o m m e r c e  a n d  F i n a n c e

B Y  L I N D A U E R , F U R N A C E  A N D
1 IN T H E  H O U S E  B E T T I S W O R T H

2 H O U S E  B I L L  NO. 26

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  "A n  A c t  e s t a b l i s h i n g  t h e  b u s i n e s s  r e f i n a n c i n g  a n d

7 e x p a n s i o n  l o a n  p r o g r a m  in t h e  A l a s k a  I n d u s t r i a l

8 D e v e l o p m e n t  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  ar, e f f e c t i v e

9 d a t e . "

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

11 * S e c t i o n  1. A S  3 7 . 1 3 . 1 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to

12 read:

13 (n) N o t w i t h s t a n d i n g  th e  o t h e r  p r o v i s i o n s  of this s e c t i o n ,  t h e

14 b o a r d  s h a l l  i n v e s t  u p  to 25 p e r c e n t  of t h e  as s e t s  of the c o r p o r a t i o n

15 to p u r c h a s e ,  on  the d a t e  o f f e r e d ,  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t

16 A u t h o r i t y  Bon ds ,  b e a r i n g  i n t e r e s t  o f  10 p e r c e n t ,  g u a r a n t e e d  by the

17 A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ,  a n d  s e c u r e d  b y  loans m a d e

18 u n d e r  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  b u s i n e s s  r e f i n a n c i n g

19 an d  e x p a n s i o n  l o a n  p r o g r a m  (AS 4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 ) .

20 * Sec. 2. AS 4 4 . 8 8  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

21 A R T I C L E  0. B U S I N E S S  R E F I N A N C I N G  A N D  E X P A N S I O N  L O A N  P R O G R A M .

22 Sec. 4 4 . 8 8  100. P R O G R A M  E S T A B L I S H E D ;  P U R P O S E  A N D  I N T E N T .  T h e

23 A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  b u s i n e s s  r e f i n a n c i n g  a n d

24 e x p a n s i o n  l o a n  p r o g r a m  is e s t a b l i s h e d  in the a u t h o r i t y .  T h e  p u r p o s e

25 of the b u s i n e s s  l oan p r o g r a m  is to e n a b l e  s t a t e  r e s i d e n t s  to r e f i n a n c e

26 e x i s t i n g  b u s i n e s s  d e b t  a n d  f i n a n c e  b u s i n e s s  e x p a n s i o n .  It is t h e

27 i n t e n t i o n  of the l e g i s l a t u r e  that b u s i n e s s  loans be m a d e  t h r o u g h  s t a t e

28 b a n k s  a n d  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  w i t h o u t  u n n e c e s s a r y  i n v o l v e m e n t

29 of the a u t h o r i t y .
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1 Sec. 4 4 .8 8 . 3 1 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  A U T H O R I T Y .  T h e  a u t h o r -

2 ity s h a l l  sell its b o n d s  to t h e  A l a s k a  p e r m a n e n t  f u n d  u n d e r  A S  3 7 . 1 3 . -

3 1 2 0 ^n) a n d  s h a l l  u s e  the b o n d  sale p r o c e e d s  to p u r c h a s e  b u s i n e s s  loans

4 u n d e r  the terms and  c o n d i t i o n s  set out in A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0 .

5 Sec. 4 4 .8 8 . 3 2 0 .  L O A N  P U R C H A S E  R E Q U I R E D .  S u b j e c t  o n l y  to the

6 a v a i l a b i l i t y  of funds f r o m  the s a l e  of b o n d s  to th e  A l a s k a  p e r m a n e n t

7 f u n d  u n d e r  AS  3 7 . 1 3 . 120(n) a n d  the p r i o r i t i e s  set out i n  A S  4 4 . 8 8 . 3 3 0 ,

8 the a u t h o r i t y  sh a l l  p u r c h a s e  a b u s i n e s s  l o a n  w h e n  o f f e r e d  b y  a b a n k  o r

9 o t h e r  f i n a n c i a l  i n s t i t u t i o n  if the b u s i n e s s  l oan m e e t s  t he  c o n d i t i o n s

10 set out i n  AS 4 4 . 8 8 . 3 4 0  a n d  is m a d e  to a n  e l i g i b l e  b o r r o w e r  u n d e r

11 A S  4 4 . 8 8 . 3 5 0 .  T h e  a u t h o r i t y  s hall a c c e p t  a s w o r n  s t a t e m e n t  f r o m  the

12 b a n k  o r  f i n a n c i a l  i n s t i t u t i o n  t hat the l o a n  c o n f o r m s  to the r e q u i r e -

13 m e n t s  of AS  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0  in p u r c h a s i n g  a b u s i n e s s  l o a n  u n d e r

14 this section.

15 Sec. 4 4 . 8 8 . 3 3 0 .  P R I O R I T I E S .  If i n s u f f i c i e n t  m o n e y  is a v a i l a b l e

16 f r o m  the sale of b o n d s  to th e  A l a s k a  p e r m a n e n t  f u n d  u n d e r  A S  3 7 . 1 3 . -

17 120(n) to p u r c h a s e  all q u a l i f y i n g  b u s i n e s s  loans o f f e r e d  to the

18 a u t h o r i t y ,  the f o l l o w i n g  p r i o r i t i e s  s h a ll  be f o l l o w e d  by the a u t h o r i t y

19 i n  p u r c h a s i n g  b u s i n e s s  loans:

20 (1) loans for e x p a n s i o n  of b u s i n e s s  i n  c o m m u n i t i e s  h a v i n g  a

21 y p o p u l a t i o n  u n d e r  1 0 , 0 0 0  h a v e  p r i o r i t y  o v e r  a ll o t h e r  q u a l i f y i n g  busi-^"'

22 n e s s  loans: a n d  _______ ^ ? fo^

23 (2) loans tha t  u s e  at least 25 p e r c e n t  o f the loan  p r o c e e d s__

24 for e x p a n s i o n  of a b u s i n e s s  h°.ve p r i o r i t y  o v e r  loans that u s e  less

25 t h a n  25 p e r c o ' t  of the l o a n  p r o c e e d s  f or b u s i n e s s  e x p an s i o n .

26 Sec. 4 4 . 8 8 . 3 4 0 .  L O A N  C O N D I T I O N S .  (a) To q u a l i f y  for p u r c h a s e

27 by the a u t h o r i t y  u n d e r  the b u s i n e s s  loa n  progr: , a b u s i n e s s  l o a n

28 (1) m a y  not e x c e e d  $ 2 , 0 0 0 , 0 0 0  o r  75 p e r c e n t  of the net

29 m ail— ;: v a l u e  of the b o r r o w e r ' s  b u s i n e s s ,  w h i c h e v e r  is less;
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1 (2) m a y  n o t b e a r  i n t e r e s t  in  e x c e s s  of 10.9 p e r c e n t  o r  o n e

2 p e r c e n t  a b o v e  the p r i m e  l e n d i n g  rate, w h i c h e v e r  is less;

3 (3) s h a l l  h a v e  a f i x e d  i n t e r e s t  rate a n d  f i x e d  m o n t h l y

4 p a y m e n t s ;

5 (4) s h a l l  h a v e  a t e r m  of 15 y e a r s  b u t  m a y  n o t  i m p o s e  a

6 p e n a l t y  f o r  a c c e l e r a t i o n  of p a y m e n t s ;

V (5) m a y  b e  as s u m e d ;

8 (6) s h a l l  b e  m a d e  to r e f i n a n c e  t h e b u s i n e s s  d e b t  o r  e x p a n d

9 the  b u s i n e s s  o f  a n  e l i g i b l e  s o l e  p r o p r i e t o r s h i p ,  p a r t n e r s h i p ,  c o r p o r a -

10 tion, o r  o t h e r  b u s i n e s s  e n t i t y  d o i n g  b u s i n e s s  p r i m a r i l y  i n  the sta t e ;

11 (7) m a y  n o t  be m a d e  to a b u s i n e s s  that is e n g a g e d  in the

12 c o n s t r u c t i o n  o r  r e n t a l  o f  s i n g l e  o r  m u l t i p l e  h o u s i n g  uni t s ;

13 (8) s h a l l  be p e r s o n a l l y  g u a r a n t e e d  b y  th e sol e  p r o p r i e t o r ,

14 p a r t n e r s ,  c o r p o r a t e  s h a r e h o l d e r s ,  or o t h e r  o w n e r s  of the b u s i n e s s ;  a n d

15 (9) s h a l l  be s e c u r e d  by d o c u m e n t s  e s t a b l i s h i n g  a f i r s t

16 p r i o r i t y  o n  a s se t s  of the b u s i n e s s ,  i n c l u d i n g  a s s e t s  to be a c q u i r e d

17 w i t h  the p r o c e e d s  of t h e  loan, v a l u e d  at a n  a m o u n t  e q u a l  to the a m o u n t

18 of the loan.

19 (b) In o r d e r  to q u a l i f y  a b u s i n e s s  l o a n  for p u r c h a s e  b y  t h e

20 a u t h o r i t y  u n d e r  the b u s i n e s s  l o a n  p r o g r a m  t h e  b a n k  or f i n a n c i a l  i ns t i -

21 t u t i o n  that o r i g i n a t e s  the l o a n  m u s t  r e t a i n  at least 10 p e r c e n t  o f  t h o

22 f i n a n c i n g  of the loan, or the m a x i m u m  a m o u n t  that the b a n k  o r  fin a n -

23 cia l  i n s t i t u t i o n  is al l o w e d ,  as a m a t t e r  of law, to i n v e s t  in a s i n g l e

24 loan, w h i c h e v e r  a m o u n t  is less.

25 Sec. 4 4 . 8 8 . 3 5 0 .  B O R R O W E R  E L I G I B I L I T Y .  To b e  e l i g i b l e  fo r  a

26 b u s i n e s s  loa n  that q u a l i f i e s  for p u r c h a s e  b y  the a u t h o r i t y  u n d e r  th e

27 b u s i n e s s  loa n  p r o g r a m  the b o r r o w e r  m u s t  do b u s i n e s s  in the s t a t e  f or

28 at least one y e a r  b e f o r e  a p p l y i n g  for the ] o a n  and s h a l l be

29 (1) a s o l e  p r o p r i e t o r s h i p  o w n e d  by a s t a t e  r e s i d e n t ;
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(2) a p a r t n e r s h i p  i n  w h i c h  al l  of t h e  p a r t n e r s  a r e  s t a t e

re s id e  : .3;

(3) a c o r p o r a t i o n  i n  w h i c h  t he  c o n t r o l l i n g  i n t e r e s t  is

o w n e d  b y  s t a t e  r e s i d e n t s ;  or

(4) a b u s i n e s s  e n t i t y  that is not a s ole p r o p r i e t o r s h i p ,

p a r t n e r s h i p ,  o r  c o r p o r a t i o n ,  in  *;hich a c o n t r o l l i n g  i n t e r e s t  is o w n e d  

by s t a t e  r e s id e n t s .

Sec. 4 4 . 8 8 . 3 6 0 .  L I M I T  O N  T H E  N U M B E R  OF LOA N S .  A  b u s i n e s s  m a y  

r e c e i v e  onl y  on e  l o a n  u n d e r  the b u s i n e s s  l o a n  p r o g r a m  e x c e p t  th a t  a 

c o r p o r a t i o n  that is e l i g i b l e  to r e c e i v e  a b u s i n e s s  l o a n  is not d i s ­

q u a l i f i e d  f r o m  r e c e i v i n g  a l o a n  by the fact that a p r i o r  b u s i n e s s  l o a n  

w a s  m a d e  to a s h a r e h o l d e r  of the c o r p o r a t i o n .

Sec. 4 4 . 8 8 . 3 7 0 .  FE"S. (a) T h e b a n k  or o t h e r  f i n a n c i a l  i n s t i t u­

tio n  that  o r i g i n a t e s  a b u s i n e s s  loa n  p u r c h a s e d  by the a u t h o r i t y  m a y  

c h a r g e  the b o r r o w e r  a n  a m o u n t  n o t  to e x c e e d  t h r e e  p e r c e n t  of the t o t a l  

lo a n  a m ou n t  as an a p p l i c a t i o n  o r  o r i g i n a t i o n  fee.

(b) T h e  b a n k  or o t h e r  f i n a n c i a l  i n s t i t u t i o n  that o r i g i n a t e s  a 

b u s i n e s s  loan p u r c h a s e d  b y  the a u t h o r i t y  s h a ll  act as the c o l l e c t i o n  

a g e n t  tor the a u t h o r i t y  a n d  s hall iceive s i x - t e n t h s  of oi

(c) T h e  a u t h o r i t y  m a y  no t  c h a r g e  a fee for a u t h o r i t y  p a r t i c i p a­

ti o n  in  a b u s i n e s s  loan.

Sec. 4 4 . 8 8 . 3 8 0 .  R E G U L A T I O N S .  T h e  a u t h o r i t y  n a y  m a k e  a n d  e n f o r c e  

r e a s o n a b l e  r e g u l a . _ o n s  to c a r r y  out the p u r p o s e s  of the b u s i n e s s  loan 

p r o g r a m .

Sec. 4 4 . 8 8 . 3 9 0 .  D E F I N I T I O N S .  In A S  4 4 . 8 8 . 3 0 0  - 4 4 . 8 8 . 3 9 0

(1) " b u s i n e s s  loan" o r  " b u s i n e s s  l oan p r o g r a m "  r e f e r s  to 

the A i w ^ k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  busiv-ess r e f i n a n c i n g  and 

e x p a n s i o n  loa n  p r o g r a m ;

all a m o u n t s  c o l l e c t e d  as a c o l l e c t i o n  fee. ^  //c>
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1 (2) "net m a r k e t  v a l u e "  m e a n s  the t o t a l  a s s e t s  o f  a b u s i n e s s

2 less th e  tor.:al l i a b i l i t i e s  of the b u s i n e s s  a n d  less a n  a m o u n t  e q u a l  to

3 the t o t a l  a m o u n t  of i n t e r e s t  d u e  o n  b u s i n e s s  d e b t s  t h a t  are no t  to be

4 r e t i r e d  by u s i n g  t h e  p r o c e e d s  of a b u s i n e s s  loan, p l u s  the i n c r e a s e d

5 v a l u e  of the b u s i n e s s  that w i l l  r e s u l t  f r o m  u s e  of th e  b u s i n e s s  l o a n

6 p r o c e e d s ,  as v a l u e d  by a n  a p p r a i s e r  a c c e p t a b l e  to th e  o r i g i n a t i n g  b a n k

7 or o t h e r  f i n a n c i a l  i n s t i t u t i o n .

8 * Sec. 3. A S  4 4 . 8 8 . 3 2 0  e n a c t e d  i n  sec. 2 of thi s  A c t  a p p l i e s  to the

9 f i rs t  $ 2 , 0 0 0 , 0 0 0  o f  loans m a d e  by  a b a n k  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n

10 a f t e r  J u n e  1, 1983.

11 * Sec. 4. T h i s  Act t akes e f f e c t  J u l y  1, 1983.

a <rr,~>h vir-HKp 0}JT 7V_

p a w
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STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

B i l l  Me: HB 26____________________________________________Date on B i l l :  1 /1 7 /8 3 ___________________________
T i t l e : A c t  e s t a b l i s h i n g  th e  b u s in e s s  r e f i n a n c i n g  and e x p a n s io n  lo a n  p ro p r a m , , .

Sponsor: L i n d a u e r ,  Fu rn ace"  and B e t t i s w o r t h ______________________________________________________________ p
Requestor:_________________________________ -  _____________________________

1. Estimated f i s c a l  impacts on:

a. Expenditures: £
(Thousands of D o i la r s )

I FY 83 i FY 84 I FY 85 I FY 86 I
jCaD itc i I | ( 1 1 | i i i
IOperatino 1 I -0- 1 2 0 0 . 0  1 1 0 0 . 0  I -0-  | l 1
iTotal 1 I -0- 1 2 0 0 . 0  1 1 0 0 . 0  1 -0- 1

b. Revenues: Program  R e c e ip t s ____________________________________________
Revenue | 1 I -0- i 2 0 0 . 0  I 3 0 0 . 0  | -0-

2. Source of funds to o f fse t  f i s c a l  impact of b i l l :

3. Assumptions: It . i s  a n t i c i p a t e d  t h a t  18 months w i l l  be th e  maximum d u r a t io n  o f
the  p ro g ram . A d d i t i o n a l  p e r s o n n e l  may be n e c e s s a r y  to  h a n d le  v o lu m e . 
Program  w i l l  be s h o r t  l i v e d  due to  e x h a u s t io n  o f  funds and l a r g e  d e f a u l t  
r a t e .  P le a s e  n o te  t h a t  a lth o u g h  program  r e c e i p t s  i s  shown as a fu n d in g  
s o u rc e  ( s i n c e  A . I . D . A .  i s  funded 100% w i t h  program  . r e c e i p t s )  —th e  a c t u a l  
s o u rc e  o f  fu n d s  w i l l  have  to  coine from  o t h e r  A . I . D . A .  a c t i v i t i e s ,  s i n c e  t h i  
b i l l  e s s e n t i a l l y  p r e c lu d e s  A . I . D . A .  from c h a rg in g  anv f e e s  f o r  t h i s  program  
T h is  means u s e r s  o f  o t h e r  A . I . D . A .  p rogram s w i l l  have to  pay f o r  the  
o p e r a t io n  o f  t h i s  p ro g ram .
These f i g u r e s  r e p r e s e n t  o n ly  in c r e a s e d  o p e r a t io n a l  c o s t s .  No e s t im a t e  
i s  in c lu d e d  as to  th e  amount o f  l o s s  on A . I . D . A .  in v e s tm e n t  f u n d s ,  o r

4. D isc la im er: th e  c o s t s  o f  p o t e n t i a l  i n t e r e s t  r a t e  s u b s i d i e s .
This statement has not been reviewed by the 0MB in the O ff ice  of the Governor. I t  there­
fore does not represent the f i n a l 0estimate of f i s c a l  impact.

Prepared By: B e r t  Wannon _________________ Phone: 2 74 - 16 51
D iv is io n : A la s k a  I n d u s t r i a l  Developm ent A u t h o r i t y  Date:_____________________________

Date:

2/15/83

Approved by Commissioner: R ic h a r d  A. Lyon
Department: Commerce fi Econom ic Development

5. D is t r ib u t io n :
Orig inal to L e g is la t iv e  Finance 
Copy to 0MB 
Copy to Sponsor 
Copy to Requestor





ska Ĵ taig l̂egislators

BLUE RIBBON COMMISSION ON THE Pouch YG
STATE PERSONNEL ACT Mail Stop 3123

Juneau, Alaska 99811 
Senator B i l l  Ray, Chairman (907) 465-4442

M E M 0 R A N D U M January 25, 1983

TO: House Labor and Commerce Committee

FROM: Teresa B. Cramer
A dm in istra tive  A ss is ta n t

SUBJECT: House B i l l  51 - L im it ing  the Adjustment of Retirement Benefits

On several occasions the Blue Ribbon Commission has heard 
testimony about problems created by overpayments of retirem ent b en e fits .  
Retired s ta te  employees may have su b stan t ia l d i f f i c u l t i e s  i f  they are 
required to rep? retirem ent benefits  improperly received.because of 
e rro rs  made by trie D iv is ion  of Retirement and Benefits  or because of a 
change in law. The commission is  proposing le g is la t io n  to l im i t  the 
au th o r ity  of the d iv is io n  to c o l le c t  amounts pcid improperly through no 
f a u l t  of the b ene fic ia ry  or re t i re d  person i f  che e r ro r  is  not corrected 
w ith in  two ye a rs .

One woman t e s t i f ie d  to the commission that before she re t ire d  
she asked the d iv is io n  to v e r i f y  her years of cred ited s e rv ic e .  Several 
years la te r  a court-ordered change in retirement regulations reduced the 
number of years fo r which she received c r e d i t .  Her employment with the 
U n ive rs ity  of Alaska could no longer be counted as credited se rv ice  in 
PERS. As a re su lt  she had received more than $5000 in  benefits  to which 
she was not e n t i t le d .  . The d iv is io n  reduced her benefit  to the correct 
amount and began withholding an additional $100 per month to be applied 
to the overpayment. She appealed to the Pub lic  Employees Retirement 
Board asking that c o l le c t io n  of the overpayment be waived.

Both the Pu b lic  Employees' Retirement Board and the Teachers' 
Retirement Board have authority  to waive c o l le c t io n  of overpayments, but 
the uncerta in ty  of an appeal can cause considerable s tre ss  to people on 
fixed incomes. Both boards are required to determine whether there 
would be undue hardship imposed by requir ing  repayment. AS 14.25.175 
and AS 39.35.522. In e s tab lish ing  whether there is  f in a n c ia l  hardship, 
the e n t ire  fam ily  f in a n c ia l  s itu a t io n  i s  considered, not ju s t  the resources 
of the p e t it io n e r .

J U N E A U . A L A S K A



House Labor and Commerce Committee 
r*'!':uary 25, 1983 
f’^ge Two

The commission recommends that a two-year s ta tu te  of l im ita t io n s  
be placed on the c o l le c t io n  of overpayments which resu lted from erro rs  
which were not caused by the re t ire d  s ta te  employee. Two years provides 
ample opportunity "or the d iv is io n  to aud it i t s  records and co rrec t  any 
e r ro r s .  A fte r  t.h.U . "  a re t i re d  person should not be required to 
repay benefits  err  ̂ received i f  he or she did not cause the
e r ro r .  The d iv i s i c ;  ■*-. - - i t i l l  co rrec t  the amount o f fu ture benefits  
paid to the re t i r e : ,

B i l l  A n a lys is

The f i r s t  section  of the proposed le g is la t io n  adds the 
two-year s ta tu te  of l im ita t io n s  to the Teachers' R e t ice ­
ment System.

The second sect ion  adds the sa^e provis ion to the Pub lic  
Employees' Retirement System, ihe  amendment to PERS is  
applied only to s ta te  employees because the Blue Ribbon 
Commission considered that requir ing  other partic ipati.ng  
employers to pay fo r  errors  made by the s ta te  was inappro­
p r ia te .

The th ird  section  makes the b i l l  e f fe c t iv e  re t ro a c t iv e ly  
to J u ly  1 , 1979, in  order to apply to those in d iv id u a ls  
whose s itu a t io n s  came to the commission's a tten tion .

Page 1 
Line 9

Line 18 

L ine 29

Page 2 
Line 2

The fourth section of the b i l l  contains an immediate 
e f fe c t iv e  date c lause .





Representative John Lindauer 
Disttict 10-A 
3933 Geneva Place 
Anchorage, AK 99508

*ka £?>tate Hegisrtature
WluJt hi J u n e a u

Pouch V
Juneau, AK 99811 
465-3709

^ o u s e  o f ftepregentattoea

TO: H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e

FROM: R e p r e s e n t a t i v e  J o h n  L i n d a u e r

RE: H o u s e  B i l l  66: "An A c t  i e l a t i n g  to f is c a l  n o t e s  o n  b i l l s

t h a t  a f f e c t  s t a t e  r e t i r e m e n t  s y s t e m s ;  and p r o v i d i n g  f o r

an e f f e c t i v e  da t e . "

T h e  i n t e n t  o f  this b ill is to c l o s e  a l o o p h o l e  w i t h i n  the 

c u r r e n t  s t a t u t e .  W h i l e  f i s c a l  n o t e s  ar e  c u r r e n t l y  r e q u i r e d  

o n  s i l l s  a f f e c t i n g  the s t a t e  r e t i r e m e n t  syste m s ,  the e n t i t y  

w h o  is to p r e p a r e  t h es e  f i s c a l  n o t e s  is no l o n g e r  in e x i s t e n c e .

T h e  bi l l  a m e n d s  A S  2 4 . 3 0 . 0 3 6  by r e p l a c i n g  the L e g i s l a t i v e  

B o a r d  o f  R e i t r e m e n t  B e n e f i t s ,  w h i c h  n o  l o n g e r  exist s ,  w i t h  

the D i v i s i o n  o f  R e t i r e m e n t  B e n e f i t s  in the D e p a r t m e n t  o f  

A d m i n i s t r a t i o n .

In addition, t his s e c t i o n  ha s  b e e n  c h a n g e d  to c o n f o r m  w i t h  

AS 2 4 . 3 0 . 0 3 5  r e q u i r i n g  the fi s c a l  n o t e  to be p r e p a r e d  b e f o r e  

the b i l l  is r e p o r t e d  f r o m  the c o m m i t t e e  of  f i r s t  r e f e r e n c e .
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F e b r u a r y  3, 1 9 8 3

t o :  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

f r o m :  Ginr.y C h i t w o o d ,  A M L  E x e c u t i v e  D i r e c t o r

r e :  H B  6 6

B e c a u s e  m a n y  m u n i c i p a l i t i e s  p a r t i c i p a t e  i n  t h e  s t a t e  r e ­

t i r e m e n t  s y s t e m  a n d  a r e  a l s o  a f f e c t e d  f i n a n c i a l l y  b y  c h a n g e s  

t o  t h e  s y s t e m ,  t h e  L e a g u e  a s k s  t h a t  t h e  p r o p o s e d  a n a l y s i s  

b e  e x t e n d e d  t o  t h e m .  A  p o s s i b l e  a m e n d m e n t  t o  a c c o m p l i s h  

t h a t  i n t e n t  w o u l d  b e  t o  a d d  " a n d  p a r t i c i p a t i n g  m u n i c i p a l i t i e s "  

o n  l i n e  2 5  a f t e r  t h e  w o r d ,  " s t a t e " .

M E M B E R  O F  TH E NATIONAL LEAGUE O F C ITIES AN D  TH E NATIONAL ASSOCIATION O F C O U N TIES





J o h n :

B a s i c a l l y ,  w h a t  H B  9 3  d o e s  i s  n o t  a l l o w  d e p a r t m e n t s  t o  

h i r e  a d d i t i o n a l  e m p l o y e e s  u n l e s s  t h e  d e p a r t m e n t  f o l l o w s  

p r o p e r  p o r c e d u r e .  P r o p e r  p r o c e d u r e  i s  t o :  s u b m i t  i n  t h e
d e p a r t m e n t ' s  b u d g e t  t h e  t o t a l  a m o u n t  o f  e m p l o y e e s ,  a n d  h o w  

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

i s  t h a t  c e r t a i n  d e p a r t m e n t s  a r e  a d d i n g  n  a d d i t i o n a l  e m p l o y e e s  
i f  t h e y  h a v e  e x t r a  m o n e y  i n  t h i e r  b u d g e t ,  i n s t e a d  o f  r e t u r n i n g  

t h i e r  u n u s e d  p o r t i o n  o f  t h i e r  b u d g e t  b a c k  i n t o  t h e  g e n e r a l  

f u n d .

Q u e s t i o n :  H o w  a b o u i  m a k i n g  t h i s  b i l l  e v e n  m o r e  t o u g h ,  b y  r e q u i r i n g

d e p a r t m e n t s  t o  f i r e  a l l  e m p l o y e e s  a s s o s i a t e d  

tfith a  c e r t a i n  p r o g r a m  w h e n  t h a t  p r o g r a m  is 

f i n i s h e d  E x a m p l e :  a l l  t h e  r e v e n u e  w o r k e r s

w h o  w o r k e d  w i t h  t h e  i n e m e  t a x  p r o g r a m .  W h e n  i t  

w a s  r e p e a l e d ,  t h e  w o r k e r s  s t i l l  s t a y e d .





Additional Information: HB 99, Appropriation fo r  Susitna Hydropower

According to M ilt  Barker of L e g is la t iv e  Finance Agency, the fo llow ing  
appropriations have been made to Alaska Power Authority  from 1979-1982:

Chapter 101 SLA 1982 $25,600,000
Chapter 7 SLA 1981 2,540,000
Chapter 90 SLA 1981 18,100,000
Chapter 120 SLA 1980 3,095,800
Chapter 54 SLA 1980 1,365,000
Chapter 50 SLA 1980 7,000,000
Chapter 76 SLA 1979 8.178,000

According to Ray Bennish of Alaska Power Aut* " i t y ,  the appropriations 
have been spent in  the fo llow ing manner, thrc jh 12/31/82:

APA personal se rv ices  ( s t a f f )  $ 749,372.
Trave l 100,298

Contractua l:

F e a s ib i l i t y  stud ies--Akers American 36,682,000

Big Games studies--Ak Dept Fish & Game 1,991,000

F ish e r ie s  studies--Ak Dept Fish & Game 3,355,000

Land Use, Cook In le t  V i l la g e s  125,709

Stream Gauging--USGS 475,000

Power Supply Forecast--ISER  #1 30,000

Cost Estimate 220,000

External Review Panel 144,000

O ff ice  of the Governor 4,500

Habitat S tud ies , US F ish  & W ild l i fe  26,000

Bond Council 4,800

Management Assistance 4,300

Computerized Accounting 1,000
Permitting 8,000
Insurance Consultant 2,400
Other Contractual ( leas in g  space, e t c . )  67,000
Supplies 8 ,000
Equipment 20,000



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

W A L T  F U R N A C E ,C H A IR M A N  
R IC K  U E H L IN G . V IC E  C H A IR M A N  

J O H N  C O W D E R Y  
NIIL.O  E. K O P O N E N  

H U G H  M A L O N E  
J O H N  R IN G S T A D  

R O N  W E N D T E

H o u se  L a bo r  a n d  Com m erce Co m m ittee  

M E E T I N G  S C H E D U L E

P r e p a r e d  b y  the C h i e f  C l e r k ' s  O f f i c e  

F O R  T H E  W E E K  O F  ( F E B R U A R Y  21 - 25)

P O U C H  V  
J U N E A U , A L A S K A  99811 

(9 0 7 ) 4C 5-3892

L A B O R  & C O M M E R C E

M o n d a y ,  F e b r u a r y  21

N O  M E E T I N G  S C H E D U L E D

Meets: B e h r e n d s  R o o m  209 
M o n d a y  - F r i d a y  
8 : 4 5  a m  - 1 0 : 0 0  am

- S T A T E  HOLIDAY

T u e s d a y ,  F e b r u a r y  22

* *  H B  99 - A n  act m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the
A l a s k a  P o w e r  A u t h o r i t y  for c o n s t r u c t i o n  o f  the 
S u s i t n a  R i v e r  h y d r o e l e c t r i c  p r o j e c t .

S u n s e t  R e v i e w  - B o a r d  o f  N u r s i n g

W e d n e s d a y ,  F e b r u a r y  23

HB 93 - A n  act r e l a t i n g  to l i m i t a t i o n  o f  the n u m b e r  of  
s t a t e  e m p l o y e e s .

T h u r s d a y ,  F e b r u a r y  24

* *  S u n s e t  R e v i e w  - B o a r d  of M e d i c a l  E x a m i n e r s

F r i d a y ,  F e b r u a r y  25

S u n s e t  R e v i e w  - B o a r d  of Medical. E x a m i n e r s

* *  I n d i c a t e s  n o t i c e  o f  f i r s t  p u b l i c  h e a r i n g  o n  a n e w  M  L.



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

P O U C H  V
W A L T  F U R N A C E , C H A I R M A N . . . m c a i i  a i  a c k a  QQfl ' i

R IC K  U E H L IN G , V IC E  C H A I R M A N ^ ^  4 6 5 ^
J O H N  C O W D E R Y  

N IIL O  E. K O P O N E N  
H U G H  M A L O N E  

J O H N  R IN G S T A D  
R O N  W E N D T E

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

F e b r u a r y  2 2 , 1 9 8 3

R e p r e s e n t a t i v e  Jo e  Hayes, S p e a k e r  of H o u s e  

A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  

P o u c h  V,

J u n e a u ,  A l a s k a  99811 

Re: B o a r d  of N u r s i n g

D e a r  S p e aker:

P^'-iuant to AS 4 4 . 6 6 . 0 5 0 ( a )  the H o u s e  L a h o r  and C o m m e r c e  C o m m i t t e e  

ha s  h e l d  h e a r i n g s  r e g a r d i n g  the a b o ve  r e f e r r e d  Board. U n d e r  AS 

4 4 . 6 6 . 0 5 0 ( e )  the C o m m i t t e e  r e c o m m e n d s  a d o p t i o n  of the a t t a c h e d  C o m m i t t e e  

B i l l  c o n t i n u i n g  the Board of Nursing.

S p e c i f i c a l l y ,  the f i n d i n g s  of the C o m m i t t e e  of the p u b l i c  n e e d  for 

the B o a r d  as r e q u i r e d  u n d e r  AS 4 4 . 6 6 . 0 5 0 ( c )  are as follows:

AS 4 4 . 6 6 . 0 5 0 ( c )  " A d e t e r m i n a t i o n  as to w h e t h e r  a b o a r d  or 

c o m m i s s i o n  or a g e n c y  p r o g r a m  has d e m o n s t r a t e d  a pu b l i c  n e e d  fo r  its 

c o n t i n u e d  e x i s t e n c e  shall t ake into c o n s i d e r a t i o n  the f o l l o w i n g  

f a c t o r s :"

"(1) the e x te n t  to w h i c h  the board, c o m m i s s i o n  or p r o g r a m  h a s  

o p e r a t e d  in the p u b l i c  i n t e r e s t ; "

T h e  C o m m i t t e e  finds that the R oard of N u r s i n g  has o p e r a t e d  in the 

p u b l i c  i n t e r e s t  by h o l d i n g  p u b l i c  h e a r i n g s  to d i s c u s s  s t a t u t e  and 

r e g u l a t i o n  r e v i s i o n s  c o n c e r n i n g  c o n t i n u i n g  c o m p e t e n c y  r e q u i r e m e n t s ,

B o a r d  m e m b e r s h i p ,  fore ig n  n u r s e  g r a d u a t e  r e q u i r e m e n t s ,  and the 

d e f i n i t i o n  of l i c e n s e  v i o l a t i o n s .  T h e  B o a r d  of N u r s i n g  a c c r e d i t s  and 

p e r i o d i c a l l y  s u r v e y s  A l a s k a  n u r s i n g  e d u c a t i o n  p r o g r a m s  to e ns u r e  that 

e d u c a t i o n a l  s t a n d a r d s  are b e i n g  m a i n t a i n e d .

"(7) the ex t e n t  to w h i c h  the o p e r a t i o n  of the boa r d ,  c o m m i s s i o n ,  

or a g e n c y  p r o g r a m  hiis bee n  impeded or e n a a n c e d  by e x i s t i n g  s t a t u t e s ,  

p r o c e d u r e s ,  and pr a c t i c e s  w h i c h  it h as  a d o p t e d ,  and a n y o t h e r  m a t t e r ,  

i n c l u d i n g  b u d g e t a r y ,  r e s o ur c e ,  and p e r s o n n e l  m a t t e r s ; "

T h e  u s ag e  of the t e l e c o n f e r e n c e  n e t w o r k  by the B o a r d  of N u r s i n g  has 

a l l o w e d  them to c o m m u n i c a t e  t h r o u g ho u t  the S t a t e  d u r i n g  s u b c o m m i t t e e  

m e e t i n g s  and p u b l i c  hea r i n g s .



"(3) the e x t e n t  to w h i c h  the board, c o m m i s s i o n  or a g e n c y  h a s  

r e c o m m e n d e d  s t a t u t o r y  c h a n g e s  w h i c h  are g e n e r a l l y  of b e n e f i t  to the 

p u b l i c  i n t e r e s t ; "

Th e  Board o f  N u r s i n g  is c u r r e n t l y  d e v e l o p i n g  r e g u l a t i o n s  that w i l l  

m a i n t a i n  a l e v e l  of c o m p e t e n c e  fo r p r a c t i t i o n e r s .  T h e  B o a r d  is in the 

p r o c e s s  of  d e v e l o p i n g  f o r m a l  r e g u l a t i o n s  w h i c h  d e f i n e  and lis t  e x a m p l e s  

of l i c e n s e  v i o l a t i o n s .

"(4) the e x t e n t  to w h i c h  the board, c o m m i s s i o n  o r  a g e n c y  has 

e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  to repo r t  to it c o n c e r n i n g  t h e  e f f e c t  of 

its r e g u l a t i o n s  and d e c i s i o n s  on the e f f e c t i v e n e s s  of s e r v i c e ,  e c o n o m y  

of s e r v i c e ,  and a v a i l a b i l i t y  of s e r v i c e  w h i c h  it hat p r o v i d e d ; "

A p p l i c a n t s  w h o  h a v e  r e p e a t e d l y  failed the e x a m i n a t i o n  a r e  h e l p e d  

t h r o u gh  c o u n s e l i n g  or r e f e r r e d  to u s e f u l  t e x t b o o k s .

"(5) the e x t e n t  to w h i c h  t h e  board, c o m m i s s i o n  or a g e n c y  ha s  

e n c o u r a g e d  p u b l i c  p a r t i c i p a t i o n  in the m a k i n g  of its r e g u l a t i o n s  and 

d e c i s i o n s ;"

In a d d i t i o n  to t e l e c o n f e r e n c i n g ,  the B o a r d  of N u r s i n g  a d v e r t i s e s  

m e e t i n g  a n d  e x a m i n a t i o n s  in n e w s p a p e r s  in A n c h o r a g e ,  F a i r b a n k s  and 

J u n e a u .

"(6) the e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n q u i r i e s  or c o m p l a i n t s  

r e g a r d i n g  the a c t i v i t i e s  of the board, c o m m i s s i o n  or a g e n c y  f i l e d  w i t h  

it, w i t h  the d e p a r t m e n t  to w h i c h  a board or c o m m i s s i o n  is 

a d m i n i s t r a t i v e l y  a s s i g n e d ,  or w i t h  the o f f i c e  of the o m b u d s m a n  h a v e  b e e n  

p r o c e s s e d  i.nd r e s o l v e d ; "

The C o m m i t t e e  f inds that  the Loard of N u r s i n g  is h a n d l i n g  

c o m p l a i n t s  in a t i m e l y  m a n n e r .  D u r i n g  the f i s c a l  y e a r s  1979 t h r o u g h  

1981 two c o m p l a i n t s  wr f iled w i t h  the O m b u d s m a n .  B o t h  w e r e  

s u b s e q u e n t l y  r e s o l v e d .

"(7) the e x t e n t  to w h i c h  a board or commissio. w h i c h  r e g u l a t e s  

e n t r y  i n t o  an o c c u p a t i o n  or p r o f e s s i o n  h a s  p r e s e n t e d  q u a l i f i e d  

a p p l i c a n t s  to s e r v e  the p u b l i c ; "

D u r i n g  the f i s c a l  y e a r s  1979 thro u gh  1981, the B o a r d  of N u r s i n g  

issued a p p r o x i m a t e l y  1800 l i c e n s e s  and 1235 t e m p o r a r y  p e r m i t s  to 

p r a c t i c e  n u r s i n g  in A l a s k a .

"(8) the e x t e n t  to w h i c h  s t a t e  p e r s o n n e l  p r a c t i c e s ,  i n c l u d i n g  

a f f i r m a t i v e  a c t i o n  r e q u i r e m e n t s ,  h a v e  b e e n  c o m p l i e d  w i t h  b y  the board, 

c o m m i s s i o n  or a g e n c y  to its own a c t i v i t i e s  and the a r e a  of a c t i v i t y  or 

in t erest; and"

T h e  C o m m i t t e e  d e t e r m i n e d  that the B o a r d  of N u r s i n g  i s  in 

c o m p l i a n c e .



4

"(9) the e x t e n t  to w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g  o r  o t h e r  

c h a n g e s  are n e c e s s a r y  to e n a b l e  t h e  agency, b o a r d  or c o m m i s s i o n  to 

b e t t e r  s e rv e  the i n t e r e s t s  of the p u b l i c  and to c o m p l y  w i t h  th e  f a c t o r s  

e n u m e r a t e d  in this s u b s e c t i o n . "

T h e  B o ar d  of N u r s i n g  n e e d s  to a d o p t  f o r m a l  r e g u l a t i o n s  w h i c h  d e f i n e  

and l i s t  e x a m p l e s  of l i c e n s e  v i o l a t i o n s .  In a d d i t i o n ,  it w o u l d  b e  

h e l p f u l  if the. B o a r d  of N u r s i n g  w o u l d  c o n t i n u e  its e f f o r t s  t o w a r d s  

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

of c o m p e t e n c e  fo r  p r a c t i t i o n e r s .

P u r s u a n t  to AS 4 4 . 6 6 . 050(d) the C o m m i t t e e  r e c o m m e n d s  t h e  f o l l o w i n g :

"(d) As to each board, c o m m i s s i o n ,  or a g e n c y  p r o g r a m  a s s i g n e d  to 

it f o r  p u r p o s e s  of revi e w ,  the c o m m i t t e e  of r e f e r e n c e  shall, n o t  l a t e r  

tha n the 60t h  d a y  of the l e g i s l a t i v e  s es sion, s u b m i t  a r e p o r t  to tne 

p r e s i d i n g  o f f i c e r  of the house. T h e  r e p o r t  s hall c o n t a i n  a s u m m a r y  of 

the f i n d i n g s  of the c o m m i t t e e  as to the c o m p l i a n c e  of the b o a r d ,  

c o m m i s s i o n  or p r o g r a m  w i t h  the f a c t o r s  e n u m e r a t e d  in (c) of t his 

s e c t i o n ,  t o g e t h e r  w i t h  a s u m m a r y  or r e c o m m e n d a t i o n s  of the c o m m i t t e e  as 

to e a c h  of the f o l l o w i n g : "

"(1) an i d e n t i f i c a t i o n  of the p r o b l e m s  or the n e e d s  t h a t  the 

p r o g r a m s  and a c t i v i t i e s  of the boa r d ,  c o m m i s s i o n  or a g e n c y  a r e  i n t e n d e d  

to a d d r e s s ; "

T h e  Board of N u r s i n g  w a s  c r e a t e d  in 1941 w i t h  the p r i m a r y  p u r p o s e  

to p r o t e c t  the p u b l i c ' s  heal t h ,  safety, and w e l f a r e  t h r o u g h  th e  

r e g u l a t i o n  of the n u r s i n g  p r a ctice.

"(2) a s t a t e m e n t ,  to the e x t e n t  p r a c t i c a b l e ,  of the o b j e c t i v e s  of 

the p r o g r a m  of the board, c o m m i s s i o n ,  or a g e n c y  p r o g r a m ,  an d  its 

a n t i c i p a t e d  a c c o m p l i s h m e n t s ; "

T h e  B o a r d  of N u r s i n g  d e t e r m i n e s  the m i n i m u m  a l l o w a b l e  q u a l i t y  of 

n u r s i n g  cave in the S t a t e  by e s t a b l i s h i n g  or a m e n d i n g  rules a n d  

r e g u l a t i o n s  n e c e s s a r y  to e n s u r e  c o m p l i a n c e  w i t h  S t a t e  s t a t u t e s .  T h e y  

als o a p p r o v e  c u r r i c u l a ,  a dopt s t a n d a r d s  and ac c r e d i t  n u r s i n g  e d u c a t i o n  

p r o g r a m s .  T h e  B oard of N u r s i n g  e x a m i n e s  and is s u e s  l i c e n s e s  to 

q u a l i f i e d  a p p l i c a n t s  and the B oard of N u r s i n g  h o l d  h e a r i n g s  w h i c h  m a y  

revo k e ,  suspend, or take o t h e r  a p p r o p r i a t e  a c t i o n  on the l i c e n s e  of a 

p e r s o n  v i o l a t i n g  the n u r s i n g  s t a t u t e s  and r e g u l a t i o n s .

T h e  B oard of N u r s i n g  ha s  s t a f f  supp o r t  from the D i v i s i o n  of 

O c c u p a t i o n a l  L i c e n s i n g  w h i c h  e m p l o y s an E x e c u t i v e  O f f i c e r  of the B o a r d  

w h o  is s t a t u t o r i l y  r e s p o n s i b l e  for p e r f o r m i n g  a d m i n i s t r a t i v e  d u t i e s  and 

a s s i s t i n g  the B o a r d  in c o n d u c t i n g  e x a m i n a t i o n s  and e d u c a t i o n a l  p r o g r a m s .

"(3) an i d e n t i f i c a t i o n  of any o t h e r  p r o g r a m s  h a v i n g  s i m i l a r ,  

c o n f l i c t i n g  or d u p l i c a t e  o b j e c t i v e s ; "

Th e  C o m m i t t e e  did not find o t h e r  p r o g r a m s  w h i c h  had c o n f l i c t i n g  or 

d u p l i c a t e  o b j e c t i ve s .

-3-



"(A) a n  a s s e s s m e n t  of a l t e r n a t i v e  m e t h o d s  of a c h i e v i n g  the 

p u r p o s e s  o f  the p r o g r a m ; "

The C o m m i t t e e  f o u n d  no v i a b l e  a l t e r n a t i v e  m e t h o d  of a c h i e v i n g  the 

p u r p o s e s  a d m i n i s t e r e d  b y  the B e a r d  of N u r s i n g .

"(5) a n  a s s e s s m e n t  of the c o n s e q u e n c e s  of e l i m i n a t i n g  the bo a r d,  

c o m i s s i o n  o r  p r o g r a m  an d  c o n s o l i d a t i n g  its a c t i v i t i e s  w i t h  a n o t h e r  

p r o g r a m ,  o r  of f u n d i n g  it at e l o w e r  l e v e l ; "

The C o m m i t t e e  f i n d s  that to e l i m i n a t e  th e  B o a r d  of N u r s i n g  or 

c o n s o l i d a t i n g  its a c t i v i t i e s  w o u l d  d e n i g r a t e  the level to p r o t e c t i o n  to 

the p u b l i c ' s  h e a l t h ,  s a f e t y ,  and w e l f a r e .

"(6) a j u s t i f i c a t i o n  for the r e c o m m e n d e d  c o n t i n u a t i o n  or e x t e n s i o n  

of the b o a r d ,  c o m m i s s i o n  or  p r ogram, and an e x p l a n a t i o n  of th e  m a n n e r  in 

w h i c h  it a v o i d s  d u p l i c a t i o n  of or c o n f l i c t  w i t h  o t h e r  e f f o r t s ;  and"

The B o a r d  of N u r s i n g  h a s  r e c o m m e n d e d  c h a n g e s  to s t a t u t e  and 

r e g u l a t i o n  in the p u b l i c  int e r e s t ,  h e l p e d  d e v e l o p  c i r r i c u l u m  to e n h a n c e  

the p r o f e s s i o n a l i s m  of n u r s i n g ,  c o n d u c t e d  n e c e s s a r y  e x a m i n a t i o n  of 

a p p l i c a n t s  f o r  l i c e n s u r e  to p r o t e c t  the h e a l t h ,  safety, and w e l f a r e  of 

the public.

"(7) a n y  o t h e r  i n f o r m a t i o n  wh i c h , in the o p i n i o n  of t h e  c o m m i t t e e ,  

w o u l d  i m p r o v e  the p e r f o r m a n c e  of the bo a r d ,  c o m m i s s i o n  or a g e n c y  w i t h  

r e s p e c t  to its r e p r e s e n t a t i o n  of and r e s p o n s i v e n e s s  to the p u b l i c  

i n t e r e s t . "

The C o m m i t t e e  c o m m e n d s  the d e d i c a t i o n ,  time, and e f f o r t  on the p a r t  

of e a c h  B o a r d  m e m b e r  f o r  t h e i r  s e r v i c e  in a c o m p l e x  and d i f f i c u l t  job.

R e s p e c t f u l l y  submi t t e d :

R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n

R e p r e s e n t a t i v e  R i c k  U e h l i n g ,  V i c e  C h a i r m a n

R e p r e s e n t a t i v e  J o h n  C o w d e r v



R e p r e s e n t a t i v e  N i i l o  K o p o n e n

R e p r e s e n t a t i v e  H u g h  M a l o n e

R e p r e s e n t a t i v e  J o h n  R i n g s t a d

R e p r e s e n t a t i v e  R o n  W e n d t e



----------- _

A to k a  Btatz ffiEgislatur*

P.O. B ° X  4 7 B  
PALM ER. ALASKA 9 9 6 4 5  

t907> 376-42115

R E P R E S E N TA TIV E  

BARBARA LACHER
W HILE IN JUNEAU 

POUCH V 
JUNEAU. ALASKA 99811 

1 9 0 7 )4 6 5 -4 8 9 4

House of Representatives

To:

From:

D ate:

H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  

R e p r e s e n t a t i v e  B a r b a r a  L a c h e r  

F e b r u a r y  21, 1983

S u b j e c t :  HB  9 9 — A p p r o p r i a t i o n  f o r  S u s i t n a  H y d r o e l e c t r i c  P r o j e c t

A l a s k a  P o w e r  A u t h o r i t y  h a s  r e q u e s t e d  $47 m i l l i o n  for FY 84 in o r d e r  to 

c o n t i n u e  d e s i g n  a n d  s t u d i e s  of th e  S u s i t n a  H y d r o e l e c t r i c  project. I 

h a v e  a t t a c h e d  a l e t t e r  f r o m  liric Y o u l d ,  e x e c u t i v e  d i r e c t o r  of APA, w h i c h  

b r e a k s  o u t  h o w  the a p p r o p r i a t i o n  'rill b e  used.

T h e  S u s i t n a  H y d r o e l e c t r i c  P r o j e c t  D r a f t  S u m m a r y  Report, p r e p a r e d  b y  APA, 

f o r e c a s t s  tha t  r a i l b e l t  e n e r g y  d e m a n d s  c o u l d  d o u b l e  by the y e a r  2 0 0 0 —  

j u s t  s e v e n t e e n  y e a r s  f r o m  now. A P A  a l s o  p r e d i c t s  that t h e  c osts cf 

e l e c t r i c i t y  w i l l  n e a r l y  t ri p l e  b e t w e e n  1994 an d  2010, if t h e r m a l  energy, 

w h i c h  is p r o d u c e d  by  c o a l  or g a s  f i r e d  p l a n t s ,  is s e l e c t e d  as a n  a l t e r­

n a t i v e  to h y d r o e l e c t r i c i t y .  T h i s  is I l l u s t r a t e d  in the a t t a c h e d  c h a r t s  

& n d  g r a p h s ,  t a k e n  from A P A ' s  d r a f t  S u s i t n a  H y d r o e l e c t r i c  S u m m a r y  Report.

O n  the o t h e r  h and, S u s i t n a  c o u l d  e v e n t u a l l y  p r o d u c e  _ost a d v a n t a g e s  as 

h i g h  a s  $ 5 . 5  b i l l i o n .

I n  o r d e r  to c o n t i n u e  the w o r k  n e c e s s a r y  to r e c e i v e  l i c e n s i n g  f r o m  the 

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n ,  A l a s k a  P o w e r  A u t h o r i t y  mu:it 

c o m p l e t e  s t u d i e s  of the e n v i r o n m e n t ,  of the im p a c t  of the dams on 

f i s h e r i e s  a n d  w i l d l i f e ,  an d  m e e t  o t h e r  l i c e n s i n g  r e q u i r e m e n t s .  A P A  w i l l  

a l s o  c o n t i n u e  w i t h  e n g i n e e r i n g  a n d  d e s i g n  work.

I n  l i gh t  of the g r e a t  b e n e f i t s  S u s i t n a  H y d r o p o w e r  w i l l  b r i n g  to so m a n y  

A l a s k a n s ,  I s t r o n g l y  u r g e  y o u r  s u p p o r t  fo r  H o u s e  Bil l  99.



ALASKA POWER AUTHORITY
334 WEST 5th AVENUE - ANCHORAGE, ALASKA 99501 ' Phone: (907) 2777641

(907) 276-0001

J *  J s X ?  January 27, 1983 ^

The Honorable Barbara Lacher \s
House o f Representatives ^  f  H  ^ p& f>
P.O. Box 30 • '5 ° C'  v  * *
W a s i l la ,  Alaska 99687 ‘ _ a ,t^ ,e

Dear Representative Lacher:

Through your a s s is ta n t  you have asked fo r  information re la t in g  to 
the Alaska Power A u th o r ity 's  $47 m i l l io n  FY84 request fo r  the Susitna 
p ro je c t .

The basis  of the estimate fo l lo w s :

Item Amount ($ M il l io n )

Harza-Ebasco Contract 35.5

S i te  exp lo ra t ions , lo g i s t i c a l  support, 
l ic en s in g  support, environmental 
a n a ly s is ,  deta iled  engineering and ^ ^
-desf an,  ------

-----------------------------

Alaska Department o f Kish & Game •"   4*0. IP

Fish  and w i ld l i f e  data c o l le c t io n  
program.

Land A na lys is  and Acqu is it ion  0 .3

USGS Sediment Studies 0 .2

External Review 0 .2

Legal Support of FERC Licensing 0 .2

USF&WS Support of Environmental Program 0 .1

Design Review 1.0

Construction Manager Support 2 .0

Transmission F a c i l i t i e s  Design 2 .0

Power Authority Personnel and Related Costs 1.5

Total 47.0



Representative Lacher

January 27, 1983

Page 2

Over the next month, the basis o f th is  estimate w i l l  be reviewed in 
l ig h t  of the design contract p resently  under negotiation with Harza- 
Ebasco and the current outlook fo r  p ro ject  l ic e n s in g .

S in ce re ly

E r ic  P. Yould 
Executive D irec to r

cc : Commissioner Richard Lyon
Pete McDowell 
David Wozniak
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WATANA

PLATE *16 PROJECT SCHEDULE



RESERVOIR PLAN

PLATE 0 PREFERRED DEVELOPMENT PLAN
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PERTINENT DATA - WATANA :
DAM TYPE: ZONED EARTHF1LL
DAM HEIGHT: 8 8 5  FEET
RESERVOIR LENGTH: 48 MILES
RESERVOIR CAPACITY; 9 ,500 ,000  ACRE FEET
LIVE STORAGE: 4 ,210 ,000  ACRE FEET
DRAWDOWN RANGE: i4 0  FEET
RATEO NET HEAO: 6 8 0  FEET
INSTALLED CAPACITY: 1020 MW
NUMBER OF UNITS: 6
FIRM ANNUAL ENERGY: 2630  GWh if
AVERAGE ANNUAL ENERGY; 3 4 5 0  GWh I

. COMMISSIONING DATE: 1993 [;
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M a t a n u s k a  E lectric A sso c ia t io n , In c .
J

P.O. BOX 1148
TELEPHONE

PALMER, ALASKA 99 6 4 5 007 )745 -323 1

RESOLUTION NO. AM-i

SU BJECT: SUSITNA HYDROELECTRIC PROJECT ENDORSEMENT
REFERENCE: ANNUAL MEMBERSHIP MEET'MG, 4/21/82

WHEREAS, energy costs directly affect the economic stability of 
individual households, businesses and the community as a whole; and

WHEREAS, energy costs are dependent on energy availability; and

WHEREAS, hydro power is by f?r the most viable energy source, 
and 's economically and environmentally desirable; and

WHEREAS, the Susitna Hydroelectric Project has been sufficiently 
planned, studied and reviewed;

NOW THEREFORE BE IT  RESOLVED that the Members of Matanuska 
Electric Association, In c ., assembled at this 1982 Annual Membership Meeting, 
go on record as being in support of the Susitna Hydroelectric Project; and

BE IT FURTHER RESOLVED that the General Manager and Board of 
Directors are hereby instructed to forward this resolution to the Governor of 
Alaska, the Alaska State Legislature, and the Alaska Power Authority 
immediately.

CERTIFICATION

I , Phil O'Neill, do hereby certify that I am Secretary-Treasurer of 
Matanuska Electric Association, In c ., ?n electric nonprofit cooperative 
membership corporation organized and existing under the laws of the State of 
A'aska; that the foregoing is a complete and correct copy of the resolution 
aoopted at the Annual Meeting of the Members of this corporation duly and 
properly called and held on the 21st day of April, 1982; that a quorum was 
present at the meeting; that the resolution is set forth in the minutes of the 
meeting and has not been rescinded or modified.

IN WITNESS WHEREOF, I have hereunto subscribed my name and 
affixed the seal of this corporation this 21st day of April, 1982.

PHIL O 'NEILL, SECRETARY-TREASURED 
MATANUSKA ELECTRIC ASSOCIATION, INC.

(SEAL)

ALASKA ’S F IRST  REC - INCORPORATED  1 9 4 1 - ENERG IZED  1942
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by Ed Bennett . t . .
Tlmei Bmtno** Writer . * .-•', '-• 1“

Seventy-two percent of Alaskans contacted in a 
recent poll say they support construction of the Su­
sitna hydroelectric dam project.

"We’re ecstatic,” said Bob Penney, who as head 
of the Anchorage Chamber of Commerce Energy 
Subcommmittee helped sponsor the poll.
. But Eric Myers, a consultant to the Northern 
Alaska Environmental Center who has long op­
posed he project, said the poll was "about as rele­
vant ai asking people if they want a free lunch or a 
freeca.',”

The poll was conducted Jan. 14-31 by Dittman 
Researci. Corporation. A total of 585 persons In 51 
Alaskan cc.nmunities were contacted on a random 
basis by telephone. The poll was conducted for a 
group of organizations which included electrical 
cooperatives, chambers of commerce and labor 
organizations.

According to Penney, the poll cost $5,000 and 
was paid for by a combination of funds from pri­
vate donors, the International Brotherhood of

■i.-.’i''-'

Dr 1; v V ;i

Electrical Workers and the Alaska State Chamber ?! purposes for conducting the poll. It tells us what 
of Commerce. . ; ' v  1 •; • our next stage of education or public, awareness

The poll results indicate support for the Susitna ’ will be.” Myers refers to those public awareness 
project in all areas of the state, even though the ■ efforts as a ^'propaganda campaign.” 
electricity it would produce would serve only th e # ',  Over half the persons polled had no idea what

uld cost. Penney uses a $5.4 billion
.  M jfeV __________________

railbelt. Fifty-four percent of persons contacted in ,^'the project woi
rural areas supported the project,'18 percent op-^  figure which does not include inflation; Myers esti- 
posed it, and 28 percent were undecided. In South- . mates the real dollars spent over the ten-year con- 
eastern Alaska, 60 percent of the respondents sup-.. struction phase at $12-15 billion, depending on infla- ■ 
port Susitna, the poll said, while 19percent oppose tlon. ' • > • ;;»•.> .

a,rhA h^hpct^nnnnrt^nr^nqitnji r#mi> fmm thp ’ Myers said that cost! was1 the real stumbling
areas the dam w<K?ld serve. Central Alaska in- the ProJ«*t ^ q u e s t io n  to ask is
dicated 70 percent support, Southcentral 81 per- wneuier
cent, and Anchorage 79 percent.

But many people polled were unclear on the 
actual details of the project. Only about half the 
persons polled knew which areas the dam would 
serve; 36 percent said correctly that current plans 
call for a ten-year construction period; and a mere

• ■
• .V.i i 
»■ . :

. f
bp'? would support Susitna if .it meant 

bringing back the personal Income tax, or goli.g 
without new roads Or schools,” he said. " It’s that 
kind of choice.” VViv'. ‘ .

The poll showed that of those persons who BUp- r'A 
port the Susitna project, the biggest reason i for '
buUdingV-.it was that ? Mt’p ̂ the:̂ ^eapest;r|fb%v»--'tv‘. ai { 

nine percent'knew construction of the project v source/’, Of those that oppose*the^dan1i environ* ’ . V
would employ 1000-2000 persons. -7 mental concerns outweighed other considerations

Penney said these results were "one of the main * fallowed by cost, v »
AVI





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

W A L T  h w R N A C E .C H A IR M A N  

R IC K  U E H L IN G , V IC E  C H A IR M A N  
J O H N  C O W D E R Y  

N IIL O  E. K O ’ O N E N  
H U G H  M A L O N E  

J O H N  R IN G S T A D  
R O N  W h N D T E

H o u se  L a bo r  an d  Co>d ie r c e  Co m m it t ee  

A p r i l  5, 1983

To: R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

From: O e i T e r s o n  B. B a r r y  Q~-

P r o f e s s i o n a l  A i d e

Re: H o u s e  B i l l  111

I n t r o d u c t o r y  A n a l y s i s

H B 1 1 1  p r o v i d e s  t h a t  i n v e s t m e n t s  and d e p o s i t s  of p u b l i c  

m o n e y  m a n a g e d  b y  the D e p a r t m e n t  of  R e v e n u e  be p l a c e d  w i t h  

A l a s k a  s t a t e  b a n k s  if the b a n k s  w i l l  o f f e r  the s a m e  t e r m s  

a n d  c o n d i t i o n s  as a f o r e i g n  b a nk. T e s t i m o n y  b y  the 

D e p a r t m e n t  o f  R e v e n u e ,  v e r f i e d  b y  the b a n k i n g  i n d u s t r y ,  

i n d i c a t e s  th a t  this is the c u r r e n t  p r a c t i c e  b y  the 

D e p a r t m e n t  of R e v e n u e .  No f i n a n c i a l  i n s t i t u t i o n  w h i c h  f e e l s  

th a t  t h e y  h a v e  b e e n  le f t  out h a s  b e e n  i d e n t i f i e d ,  n o r  h a s  

a n y o n e  c o m e  f o r w a r d  w i t h  t e s t i m o n y  w h i c h  w o u l d  s h o w  t h a t  

this is n o t  the c u r r e n t  p r a c t i c e .  T h e r e  h a s  b e e n  n o  

i n d i c a t i o n  n o r  t e s t i m o n y  th a t  the D e p a r t m e n t  of  R e v e n u e  has 

a n y  p l a n s  to c h a n g e  t h e i r  p r a c t i c e .

W h i l e  the f o c u s  of  this l e g i s l a t i o n  is c o n s i s t e n t  w i t h  

p u b l i c  p o l i c y ,  it w o u l d  a p p e a r  that t h e r e  is n o t  a 

d e m o n s t r a t e d  n e e d  for it at t h i s  time. H B 1 1 1  a l s o  c a r r i e s  a 

$ 7 2 , 0 0 0  f i s c a l  n o t e  f o r  F Y S A a n d  w o u l d  i n c r e a s e  the 

b u r e a u a c r a c v  by a d d i n g  p e o p l e  to m a i n t a i n  r e c o r d s  and be  

able to sh o w  c o m p l i a n c e  w i t h  the p r o v i s i o n s  of H B  111. The 

f i s c a l  r e q u i r e m e n t s  are $ 7 1 , 0 0 0  for F Y 8 5 , and $ 7 8 , 0 0 0  for 

F Y 8 6 .

P O U C H  V 
J U N E A U , A L A S K A  99811 
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I n t r o d u c e d :  1 / 2 4 / 8 3  // * ,
R e f e r r e d :  L a b o r  & C o m m e r c e  ( & & /
a n d  F i n a n c e  “

1 I N  T H E  H O U S E  B Y  L I N D A U E R

2 H O U S E  B I L L  NO. Ill

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to i n v e s t m e n t s  a n d  d e p o s i t s  of

7 p u b l i c  m o n e y  w i t h  f o r e i g n  b a n k s . "

8 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. A S  3 7 . 1 0 . 0 7 8  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

10 (b) T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  not m a k e  a n  i n v e s t m e n t  o r

11 d e p o s i t  w i t h  a/^foreign banly u n l e s s  t h e r e  is no  s t a t e  b a n k  tha t  w i l l

12 a c c e p t  all or a p o r t i o n  of the i n v e s t m e n t  or d e p o s i t  u n d e r  th e  s a m e

13 t e r m s  or c o n d i t i o n s .  Th e  c o m m i s s i o n e r  s h a l l p r o m u l g a t e  r e g u l a t i o n s

14 w h i c h  p r o v i d e  f o r  e q u a l  p a r t i c i p a t i o n  b y  all s t a t e  b a n k s  w h i c h  d e s i r e

15 to p a r t i c i p a t e  in the i n v e s t m e n t  or d e p o s i t  of funds u n d e r  t his sub-

16 section.

17 (c) In this s e c t i o n

18 (1) " f o r e i g n  b a n k "  m e a n s  a bank, trust c o m p a n y ,  s a v i n g s

19 bank, i n d u s t r i a l  bank, b u i l d i n g  a n d  l o a n  a s s o c i a t i o n ,  s a v i n g s  a n d  l o a n

20 a s s o c i a t i o n ,  cr e d i t unior or o t h e r  s i m i l a r  l e n d i n g  o r g a n i z a t i o n  the

21 p r i n c i p a l  o f f i c e  of w h i c h  is in a n o t h e r  state;

22 (2) " s t a t e  b a nk "  m e a n s  a b a n k  c h a r t e r e d  to c o n d u c t  the

23 b u s i n e s s  of b a n k i n g  in this state but d o e s  not i n c l u d e  a s t a t e ___b a n k

24 which is controlled bv_a n - Q U t - o f - s tate bank holding company.

n L ' * % ,  ,  ( h * * ,  ,
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S la sk a  Js>tate le g is la tu re
Representative John Lindauer 
District 10-A 
3933 Geneva Place 
Anchorage, AK 99508

^ou £»e  o f &epreSentattbcS

M a r c h  1, 1983

TO: H o u s e  L a b o r  a n d  C o m m e r c e  Committeem m i t t e ^

FROM: R e p r e s e n t a t i v e  J o h n  L i n d a u e r

RE: H o u s e  B i l l  # 111: "An A c t  r e l a t i n g  to i n v e s t m e n t s  and

d e p o s i t s  o f  p u b l i c  m o n e y  w i t h  f o r e i g n  b a n k s . "

T h e  i n t e n t  o f  H B  #111 is t o  r e q u i r e  t hat A l a s k a ' s  m o n e y  be d e p o s i t e d ,  

i n v e s t e d ,  a n d  a d m i n i s t e r e d  by A l a s k a n  f i n a n c i a l  i n s t i t u t i o n s  to th e 

g r e a t e s t  e x t e n t  p o s s i b l e  w i t h o u t  los s  o f  i n c o m e  o r  s e r v i c e .

C u r r e n t l y ,  9 7 . 2 %  o f  A l a s k a’s p u b l i c  f u n d s  ar e i n v e s t e d  o u t s i d e .

9 0 . 9 %  ( $ 3 , 4 6 9 , 3 6 6 , 0 2 2  as o f  12/31/82) of t h o s e  f u n d s  a r e  i n v e s t e d

t h r o u g h  B a n k  of A m e r i c a  in  f e d e r a l  s e c u r i t i e s .  T h e  r e m a i n i n g  6 . 3 %  

( $ 2 4 0 , 2 5 9 , 2 4 5  - of 1 2 / 3 1/ 8 2 )  is i n v e s t e d,  p r i m a r i l y  t h r o u g h  the B a n k

o f  A me r i c a ,  ' f i c a t e s  o f  D e p o s i t ,  C o r p o r a t e  B o n d s ,  B a n k e r s

A c c e p t a n c e s ,  1 ial p a p e r  and g o l d  (held in H a n o v e r  T r u s t ) .

T h e  2 . 7 %  ( 1 0 5 , !6 as o f  12/ 31 / 8 2 )  o f  A l a s k a ' s  m o n e y  t h a t  is 

a c t u a l l y  h e l d  in A l a s k a  i s  d e p o s i t e d  w i t h  t w e n t y - t h r e e  f e d e r a l  c r e d i t  

unio n s ,  A l a s k a  N a t i o n a l  Bank, A l a s k a  P a c i f i c  Bank, B . M .  B e h r e n d s  B a n k ,  

A l a s k a  M u t u a l  B a n k  a n d  Mt. M c K i n l e y  M u t u a l  S a v i n g s  B ank.

W h i l e  f e d e r a l  b a n k i n g  l a w s  m a y  l i m i t  h o w  m u c h  o f  t h e  m o n e y  c o u l d  

a c t u a l l y  be p l a c e d  in an y  o n e  A l a s k a n  bank, k e e p i n g  a s  m u c h  a s  

p o s s i b l e  in A l a s k a  w o u l d  s t r e n g t h e n  the s t a t e ' s  e c o n o m y .

T h e  B a n k  o f  A m erica, w h i c h  is c u r r e n t l y  the p r i m a r y  b e n e f i c i a r y  o f  

the s t a t e ' s  i n v e s t m e n t s ,  is a f i n e  C a l i f o r n i a  bank. A l l  C a l i f o r n i a n s ,  

w i l l  be s o r r y  a b o u t  the t e r m i n a t i o n  o f  ou r e f f o r t s  to p r o v i d e  t h e i r  

b a n k  w i t h  l o a n a b l e  f u n d s  a n d  h i g h e r  e a r n i n g s .  O u r  o w n  b u r e a u c r a t s  w i l l  

r e g r e t f u l l y  b e  d e p r i v e d  o f  e x c u s e s  to v i s i t  S a n  F r a n c i s c o .  O u r  

r e s p o n s i b i l i t y ,  h o we v e r ,  is to A l a s k a n s  and the p r o s p e r i t y  o f  A l a s k a .



^ T A T F  H F  Al A 9 K A

PRELIMINARY STATEMENT OF FISCAL IMPACT

B i l l  f ic :  HB 111_____________________________________________Date on B i l l :  1 /24/83__________
T i t le ^n act re lating  to investments and deposits of public money witn toreign "oanRS.
Sponsor: \ jpdauer______________________________________________________________________________“ _______________
Requestor: Labor & Commerce  _______________

1. Estimated f i s c a l  impacts on:

a. Expend itu res :
(Thousands of P o l l a r s )

1 FY 83 FY 84 | FY 85 I FY 86 1
iC a p itc l i 1
1 Operating i 72 1 71 '.78 I
iTota l -0- 72 1 71 .. Z8 , . 1:

b. Revenues: 
IRevenue I

2. Source o f funds to o f f s e t  f i s c a l  impact of b i l l :

3. Assumptions:

The operating costs  are fo r  an Investment O ff ic e r  I and an Accounting Technician I .  .
A 10% increase i s  added each year th e re a f te r ,  with a $5,000 equipment cost in  FY 84.

The Investment O f f ic e r  i s  needed because investing  in Alaska requ ires  a g reater amount of 
time than in  the national market. Due to the lack  of a secondary market fo r  s ta te  bank 
s e c u r i t ie s  each bank must be contacted on a d a i ly  bas is  fo r  t h e i r  cu rrent o f fe r in g s .

The Accounting Technician I i s  needed to account fo r  the increased number of c o l la t e r a l  
requirements. Investments in sm alle r s ta te  banks have higher c o l la t e r a l  requirements
bv law than deposits in la rg e r  foreign banks.

4. D is c la im e r :
T h is  statement has not been reviewed by the 0MB in the O ff ic e  of the Governor. I t  th e re ­
fo re  does not represent the f in a l  estimate of f i s c a l  impact.

Phone: s~-e)-a op_________
Date: “  _____________

Date: ,_____________________________________________________

5. D is t r ib u t io n :
O r ig in a l  to L e g is la t iv e  Finance 
Copy to 0MB 
Copy to Sponsor
Copy to Requestor  2/15/83

Prepared By: QPP\
D i v i s i o n : /  /

Approved by Commissioner: / y  t L jy b r
Depa rtm ent: __________
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S t a t e  o f  A l a s k a

W A L T  F U R N A C E .C H A IR M A N  

R IC K  U E H L IN G . V IC E  C H A IR M A N  
J O H N  C O W D E R Y  

N IIL O  E. K O P O N E N  
H U G H  M A L O N E  

J O H N  R IN G S T A D  
R O N  W E N D T E

P O U C H  V 
J U N E A U . A L A S K A  99811 
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H o u se  L abo r  an d  Co m m erce  Co m m it t ee

A p r i l  6, 1983

To: R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

^ rrt.%..
From: J e f f e r s o n  B. B a r r y  L*

P r o f e s s i o n a l  A i d e  

Re: H o u s e  B i l l  246

I n t r o d u c t o r y  A n a l y s i s

H B 2 4 6  is t i t l e d  " A n  A c c  r e l a t i n g  to the d e r e g u l a t i o n  of 

i n t e r e s t  r a t e s . . . " .  H B 2 4 6  do e s  m u c h  m o r e  t h a n  the t i t l e  

i m p l i e s .  As w r i t t e n ,  it w o u l d  a f f e c t  all of  the p r o t e c t i o n s  

that i n d i v i d u a l s ,  b u s i n e s s e s ,  and the p u b l i c  h a v e  r e g a r d i n g  

s e r v i c e  fees, s e r v i c e  c h a r g e s ,  l a t e  c h a r g e s  a n d  a n y  c i v i l  or 

c r i m i n a l  p e n a l t i e s  f o r  v i o l a t i o n  o f  the p r o t e c t i o n s  that 

p e o p l e  n o w  h a v e .  T h e r e  w o u l d  s e e m  to b e  a f u n d e m e n t a l  

d i f f e r e n c e  to d e r e g u l a t i n g  i n t e r e s t  r a t e s  a n d  a l l o w i n g  any 

fee, s e r v i c e ,  o r  p e n a l t y  c h a r g e  to be  i m p o s e d  at the 

d i s c r e t i o n  of f i n a n c i a l  i n s t i t u t i o n s .

T h e  v e r y  r e a s o n  th a t  l a w s  w e r e  p a s s e d  to p r o t e c t  the 

p u b l i c  f r o m  " l o a n  s h a r k i n g "  w a s  the i n a b i l i t y  of a n y  one 

i n d i v i d u a l  or s m a l l  b u s i n e s s  to d e a l  w i t h  the f i n a n c i a l  

i n s t i t u t i o n s  w h e n  s e t t i n g  " s e r v i c e  fees". If H B 2 4 6  is 

e n a c t e d  in its p r e s e n t  form, it is c o n c e i v a b l e  th a t  an



i n d i v i d u a l  c o u l d  p a y  for the r e s t  of t h e i r  li f e  o n  a S100 

loan. A  b u s i n e s s  c o u l d  p a y  the p r i n c i p a l  a n d  i n t e r e s t  100 

t i m e s  on a $ 2 , 5 0 0  note.

N o n e  of t h e  t e s t i m o n y  i n d i c a t e s  t h a t  t h i s  w a s  the 

i n t e n t  i n  the p r o p o s a l  of  th i s  l e g i s l a t i o n ,  a n d  it w o u l d  b e  

a p p r o p r i a t e  to c o n s i d e r  t h e  d e r e g u l a t i o n  of  i n t e r e s t  r a t e s  

s e p a r a t e l y  f r o m  the s e r v i c e  c h a r g e s ,  fees, and p e n a l t i e s .  

T h e  r e p e a l e r s  in S e c t i o n  7 s h o u l d  be s t u d i e d  c a r e f u l l y  as 

t h e y  a l s o  a f f e c t  AS 0 6 . 2 0 . 2 5 0 ,  A S  0 6 . 2 0 . 2 6 0 ,  A S  0 6 . 2 0 . 2 7 0 ,  

A S  0 6 . 2 0 . 2 8 5 ,  A S  0 6 . 2 0 . 3 2 0 ,  A S  1 8 . 8 0 . 2 5 0 ,  A S  0 6 . 4 0 . 1 6 0 ,

A S  4 5 . 4 5 . 0 5 0  a n d  p o s s i b l y  o t h e r s  as w e l l .

_ 9 _
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•&1&A o 3 l

y , . L

- r O Z / y y -y f
£

^ e z J Z J

Z Z s y A  J f a  -Ayt^zĴ ^o ̂
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Introduced: 1/28/83
Referred: Labor & Commerce
and -Judiciary . , *

1 IN THE HOUSE BY HURLBERT

2 HOUSE BILL NO. 131

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to unlawful practices in the sale or

7 rental of real property."

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

9 * Section 1. AS 18.80.240 is amended to read:

10 Sec. 18.80.240. UNLAWFUL PRACTICES IN THE SALE OR RENTAL OF REAL

11 PROPERTY. It is unlawful for the owner, lessee, manager or other

person having the right to sell, lease or rent real property
 _______ .  11 m---mum ii.nm iinM iamri^

12

13  ( 1 )  to r e f u s e  to sell, l e as e  or rent the real p r o p e r t y  to a

1 4  p e r s o n  b e c a u s e  of sex, m a r i t a l  status, c h a n g e s  in m a r i t a l  status,

15 ^p r e g n a n c y ^ j a a r e n t h o o d ^ r a c e , r e l i gi o n ,  c o l o r  or n a t i o n a l  o r i g i n  [;

16 H O W E V E R ,  N O T H I N G  IN T H I S  P A R A G R A P H  P R O H I B I T S  T H E  SALE, L E A S E  O R  R E N T A L

17 O F  C L A S S E S  O F  R E A L  P R O P E R T Y  C O M M O N L Y  K N O W N  A S  H O U S I N G  F O R  " S I N G L E S "  O R

18 " M A R R I E D  C O U P L E S " O N L Y ];

1 9  ( 2 )  to d i s c r i m i n a t e  a g a i n s t  a p e r s o n  b e c a u s e  of sex, m a r i -

20 tal statu s ,  c h a n g e s  in m a r i t a l  status, p r e g n a n c y ,  ^ p a r e n t h o o d , )r r c e ,

21 r e l i g i o n ,  c o l o r  o r  n a t i o n a l  o r i g i n  in a term, c o n d i t i o n  o r  p r i v i l e g e

2 2  r e l a t i n g  to the use, sale, l ease or r e n t a l  of real p r o p e r t y  [; HOW-

2 3  EVER, N O T H I N G  IN T H I S  P A R A G R A P H  P R O H I B I T S  T H E  SALE, L E A S E  O R  R E N T A L  OF

2 4  C L A S S E S  OF  R E A L  P R O P E R T Y  C O M M O N L Y  K N O W N  A S  H O U S I N G  F O R  " S I N G L E S "  O R

2 5  " M A R R I E D  C O U P L E S "  ONLY];

2 6  ( 3 )  to m a k e  a w r i t t e n  or o r a l  i n q u i r y  or r e c o r d  of the sex,

2 7  m a r i t a l  status, c h a n g e s  in m a r i t a l  status, race, r e l i g i o n ,  c o l o r  or

2 8 n a t i o n a l  o r i g i n  of a p e r s o n  s e e k i n g  to buy, lease o r  rent r ea l  p rop-

2 9  erty; _____

~7
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(4) tu offer, solicit, accept, use or retain a listing of 

real property with the understanding that a person may be discrim­

inated against in a real estate transaction or in the furnishing of 

facilities or sources in connection therewith because of a person's 

sex, marital status, changes in marital status, pregnancy, parenthood, 

race, religion, color, national origin or age;

(5) to represent to a person that real property is not 

available for inspection, sale, rental, or lease when in fact it is so 

available, or to refuse a person to inspect real property because of 

the race, religion, color, national origin, age, sex, marital status, 

change in marital status, parenthood, or pregnancy of that person or 

of any person associated with that person;

(6) to engage in blockbusting;

(7) to make, print or publish, or cause to be made, printed 

or published, any notice, statement or advertisement, with respect to 

the sale or rental of real property that indicates any preference, 

limitation, or discrimination based on race, color, religion, sex, 

parenthood, or national origin, or an intention to make the prefer­

ence, limitation or discrimination.

(?J ACtD



(8) As to (1) and (2) above, however, nothing prohibits the owner, 

lessee, manager or other person having the right to sell, lease or rent 

real property from promulgating reasonable rules and regulations and 

requiring a (treasonable ̂ damage deposit; and,

The following classes of real property are exempt from the 

provisions relating to parenthood;

(A) A private residence offered for short term occupancy;

(B) Housing established primarily for the handicapped, 

developmentally disabled, or elderly;

(C) Housing established as a dormitory; and,
'& /2-

(D) Housing^established solely for occupancy by singles.

  **



JA Y S . H AM M O N D  
G O V E R N O R

P H O N E  
( 8 0 7 )  2 7 6 * 3 0 0 3

S T A T E  O F  A L A S K A
O F F IC E  O F T H E  G O V ER N O R

A L A S K A  C O M M IS S IO N  O N  T H E  S T A T U S  O F  W O M EN  
3 3 8  D E N A L I STR E E T. S U IT E  8 5 0  

A N C H O R A G E . A L A S K A  9 9 5 0 1

M a r c h  11, 1 9 8 3

T e s t i m o n y  b e f o r e :  H o u s e  L a b o r  &  C o m m e r c e
Re: H B 1 3 1
P r e p a r e d  by: C a r l a  T i m p c n e ,  C h a i r

L e g i s l a t i v e  C o m m i t t e e

S i n c e  J u n e  o f  1 9 7 9  the c i t y  o f  S e a t t l e  h a s  h a d  in e f f e c t  
an o r d i n a n c e  p r o h i b i t i n g  d i s c r i m i n a t i o n  in h o u s i n g  b a s e d  
o n  p a r e n t h o o d .  M a n y  of t h e  c o n c e r n s  e x p r e s s e d  here, 
r e g a r d i n g  t h e  p o s s i b l e  e f f e c t s  of t h e  p a s s a g e  o f  H B 1 3 1  
w e r e  a d d r e s s e d  in S e a t t l e  d u r i n g  h e a r i n g s  on t h e  o r d i n a n c e :

l a n d l o r d s  w e r e  c o n c e r n e d  t h a t  t h e y  w o u l d  be 
r e q u i r e d  to a l l o w  a n y  n u m b e r  o f  o c c u p a n t s ;  
h o w e v e r ,  l a n d l o r d s  a r e  n o w  a n d  w i l l  c o n t i n u e  
to b e  p e r m i t t e d  to set r e a s o n a b l e  a n d  l a w f u l  
o c c u p a n c y  r a t e s

w h a t  a b o u t  the r i g h t  o f  o t h e r  t e n a n t s  to 
p e a c e  a n d  q u i e t ?  l a n d l o r d s  c a n  n o w  a n d  
w i l l  c o n t i n u e  to be p e r m i t t e d  to e s t a b l i s h  
a n d  e n f o r c e  r e a s o n a b l e  r u l e s  r e g a r d i n g  
n o i s e

-•’H a t  a b o u t  i n c r e a s e d  d a m a g e  t o  r e n t a l  
p r o p v r t y ?  l a n d l o r d s  a r e  w e l l  a w a r e  t h a t  

a n y  tenant*, r e g a r d l e s s  o f  a g e ,  is p o t e n - .  

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

l • •

A  s t u d y  o f  f i v e  c i t i e s  in C a l i f o r n i a ,  c o n c l u d e d  in 
D e c e m b e r  o f  1979, r e a c h e d  the s a m e  c o n c l u s i o n s :  the 
p r e s e n c e  o f  c h i l d r e n  in a d w e l l i n g  h a s  n o  i m p a c t  on 
p r o p e r t y  v a l u a t i o n ,  i n s u r a n c e  r a t e s ,  o r  m a i n t e n a n c e  
c o s t s ,

T h e r e  is, h o w e v e r ,  an i m p a c t  on t h o s e  b e i n g  d i s c r i m i n a t e d  
a g a i n s t .  T h e  m a j o r i t y  o f  f a m i l i e s  in the r e n t a l  m a r k e t  are 
f e m a l e  h e a d e d  h o u s e h o l d s .  C o n s e q u e n t l y ,  r e f u s i n g  to rent
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to f a m i l i e s  w i t h  c h i l d r e n  c o n s t i t u t e s  de f a c t o  d i s c r i m i n a t i o n  
a g a i n s t  a l a r g e  p e r c e n t a g e  of women.

It s h o u l d  be n o t e d  t h a t  the s t a t u t e  c u r r e n t l y  in e f f e c t  p r o­
h i b i t s  d i s c r i m i n a t i o n  in h o u s i n g  b a s e d  o n  p r e g n a n c y .  S i n c e  
p r e g n a n c y  f r e q u e n t l y  r e s u l t s  in p a r e n t h o o d ,  it s e e m s  l o g i c a l  
th a t  e i t h e r  b o t h  o r  n e i t h e r  of t h o s e  c o n d i t i o n s  s h o u l d  be 
p r o t e c t e d .

T h e  A l a s k a  C o m m i s s i o n  on the S t a t u s  o f  W o m e n  s t r o n g l y  u r g e s  
the p a s s a g e  o f  HB131.
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J&Xs (jJ ow am l, UJjV Au^XjL&\sA H &  13 1  id u x h - jiA-y^XAAAu th o - ttJxfLduA rA . 
jU *. fiv u - b o& u L  'jX vu M A Ju ytS c i.'' p u s  Qm _  O JC C cp iaJA M  C A rv jA d tu y^  L&s^
fxtAdtxAAu j  (rv ju  itftyA eh s ca-u A A . ^ y t/y t 1&. u m _aA  Cu Sa  (X  A c lu a .is  d -A is -
C « ^ n t - c ^ ^ x X ^ r > U  . /iiXu-AX& Cryx, 'u&, (MjzA ^W i& Jjl j . ^
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HB 1 3 1
A l t h o u g h  the b i l l  p r o h i b i t s  d i s c r i m i n a t i o n  in t h e  sale, lease, 
o r  r e n t a l  o f  r e a l  p r o p e r t y  b e c a u s e  o f  m y  s t a t u s  as a p a r e n t ,
I w i s h  to p o i n t  o u t  t h a t  the b i l l  do e s  n o t  p r o s c r i b e  a n y  o t h e r  
e x i s t i n g  m a n a g e m e n t  t o o l s  t h a t  a l a n d l o r d  m a y  h a v e  w i t h  r e g a r d  to 
r e n t a l  r e g u l a t i o n s  c o n c e r n i n g  a t e n a n t ' s  u s e  a n d  o c c u p a n c y  of  the 
p r e m i s e s  in o r d e r  to p r o m o t e  s a f ety, h e a l t h ,  or  w e l f a r e  o f  the 
t e n a n t s .

A  l a n d l o r d  m a y  a l s o  r e g u l a t e  t h e  t e n a n t ' s  u s e  o f  the p r o p e r t y  t.o 
a v o i d  a b u s i v e  use, o r  to m a k e  a f a i r  d i s t r i b u t i o n  o f  s e r v i c e s  a n d  
f a c i l i t i e s  f o r  t e n a n t s  g e n e r a l l y .  Thisfrill a l s o  does n o t  
p r o h i b i t  a l a n d l o r d  f r o m  t a k i n g  a c t i o n  a g a i n s t  a t e n a n t  w h o  f a ils 
to; q u i e t l y  e n j o y  t h e  p r e m i s e s ,  or fails... to o c c u p y  a n d  u s e  the 
p r e m i s e s  in a c l e a n  a n d  sa f e  c o n d i t i o n .  A lso, it is c l e a r  that 
a l a n d l o r d  c a n  p r o v i d e  r e s o n a b l e  p r o v i s i o n s  in a l e a s e  l i m i t i n g  
t h e  n u m b e r  o f  p e r s o n s  o c c u p y i n g  a unit, w i t h o u t  r e g a r d  i s s u e s  of  
p a r e n t a g e .

In  conclusion,, I b e l i e v e  t h i s  l e g i s l a t i o n  s h o u l d  p r o h i b i t  d i s c r i m i n a­
t i o n  a g a i n s t  i n d i v i d u a l s  due to t h j i r  p a r e n t h o o d  status, w h i l e  
s t i l l  a l l o w i n g  a l a n d l o r d  the e x i s t i n g  l e g a l  c o n t r o l s  o v e r  the 
u s e  a n d  o c c u p a n c y  o f  h i s  r e n t a l  units.

'/<r £'*'('
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T o :  A l a s k a  S t a t e  S e n a t o r s

R e :  C S  H E  3 5 6  ( J u d i c i a r y )  :

A . A . U . W .  s u p p o r t s  t h e  h i l l  f o r  w e  h a v e  a  n a t i o n a l  p o s i t i o n  

s u p p o r t i n g  t h e  t h e  r e i n f o r c e m e n t  o f  f a m i l i e s  t h r o u g h  l e g i s l a t i o n  

a n d  i m p r o v e d  a c c e s s i b i l i t y  t o  h o u s i n g  n o t  o n l y  f o r  t h e  e l d e r l y ,  

t h e  e c o n o m i c a l l y  d i s a d v a n t a g e d ,  a n d  m i n o r i t i e s ,  b u t  a l s o  f o r  

m i d d l e - i n c o m e  f a m i l i e s .

W e  a r e  i n  t h e  m i d s t  o f  a h o u s i n g  s h o r t a g e ,  b o t h  n a t i o n a l l y  

a n d  i n  A l a s k a ,  a n d  d u r i n g  s u c h  p e r i o d s  l a n d l o r d s  c a n  a f f o r d  

t o  b e  m o r e  s e l e c t i v e  b e c a u s e  f u l l  o c c u p a n c y  is a l m o s t  a s s u r e d .  O n  

t h e  o t h e r  h a n d ,  s u c h  s i t u a t i o n s  p r e s e n t  t h e  g r e a t e s t  p r o b l e m  t o  

a f a m i l y  w i t h  c h i l d r e n  b e c a u s e  o n l y  a p o r t i o n  o f  t h e  a l r e a d y  

s m a l l  n u m b e r  o f  v a c a n t  u n i t s  w i l l  b e  o p e n  t o  t h e m ,  f o r c i n g  t h e  

f a m i l y ,  i n  m a n y  ^ a s e s ,  i n t o  u n s u i t a b l e ,  o v e r p r i c e d  o r  p o o r l y  

l o c a t e d  a p a r t m e n t s .  T h a t  p o r t i o n  o f  u n i t s  a v a i l a b l e  t o  f a m i l i e s  

c a n  e v e n  r e a c h  z e r o  i n  a r e a s  w h e r e  t h e  h o u s i n g  s h o r t a g e  is m o s t  

a c u t e ,  a s  w a s  p o i n t e d  o u t  o n  C . B . S .  p r o g r a m  " 6 0  M i n u t e s " :  " N o  

K i d s  A l l o w e d . "

L o v e  o f  c h i l d r e n  i n  g e n e r a l  is n o  l o n g e r  t h e  c o m m o n  d e n o m i n ­

a t o r  o f  p u b l i c  o p i n i o n  i t  w a s  j u s t  t w e n t y  y e a r s  a g o .  T h e  " b a b y  

b o o m "  h a s  g o n e  b u s t .  T o d a y  t h e  a v a i l a b i l i t y  o f  f a m i l y  p l a n n i n g ,  

t h e  u n w i l l i n g n e s s  t o  m a k e  e c o n o m i c  a n d  s o c i a l  s a c r i f i c e s  f o r  

c h i l d r e n ,  t h e  d e c i s i o n  t o  h a v u  l a t e r  o r  n o  c h i l d r e n  h a v e  a l l  

h e l p e d  t o  b r i n g  a b o u t  a  s h a r p  i n c r e a s e  i n  h o u s i n g  d i s c r i m i n a t i o n  

a g a i n s t  c h i l d r e n .  T h e  I 9 6 0  c e n s u s  s h o w e d  f o r  t h e  f i r s t  t i m e  t h a t  

a  m a j o r i t y  o f  A m e r i c a n  h o m e s  c o n t a i n e d  l e s s  t h a n  t h r e e  m e m b e r s ,  

a n d  t h e  1 9 7 0  c e n s u s  i n d i c a t e d  t h a t  o v e r  6 0 %  o f  a l l  r e n t a l  h o u s e h o l d s  

h a d  n o  c h i l d r e n .  Y e t  a s  p r i v a t e  h o m e s  c o n t i n u e  t o  b e  p r i c e d  

b e y o n d  t h e  r e a c h  o f  m o r e  a n d  m o r e  A m e r i c a n s ,  a p a r t m e n t  c o m p l e x e s  

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

T h e  f a i l u r e  t o  r e n t  t o  f a m i l i e s  w i t h  c h i l d r e n  - w h e t h e r  b y  p r i v a t e  

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

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

i n c r e a s e s  i n  t h e  n u m b e r  o f  s c h o o l  c h i l d r e n  i n  a c e r t a i n  a r e a  t o  

m a i n t a i n  e d u c a t i o n a l  q u a l i t y  a n d  l o w  t a x e s  - i s  a  f o r m  o f  a c t i o n  

r e s u l t i n g  f r o m  e c o n o m i c  s e l f = i n t e r e s t  r a t h e r  t h a n  a n y  i n t e n t  t o  

i n j u r e  f a m i l i e s  w i t h  c h i l d r e n .  B u t  i n j u r y  i s  i n  f a c t  t h e  r e s u l t .

W e  a r e  r a p i d l y  b e c o m i n g  a n a t i o n  w h i c h  s e g r e g a t e s  i t s  

c i t i z e n s  o n  t h e  b a s i s  o f  a g e  a s  m o r e  a n d  m o r e  p e o p l e  s e p a r a t e  

t h e m s e l v e s  f r o m  t h o s e  w i t h  d i f f e r e n t  n e e d s .  A s  o u r  p o p u l a t i o n  

b e g i n s  t o  a c c o m o d a t e  a  h i g h e r  p e r c e n t a g e  o f  p e o p l e  o f  r e t i r e m e n t  

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



d o  n o t  i d e n t i f y  c l o i s e l y  w i t h  f a m i l i e s  r a i s i n g  c h i l d r e n ,  s u c h  

f a m i l i e s  b e g i n  t o  c o l l e c t  i n  c o n c e n t r a t i o n s  w h e r e  t h e y ,  t o o ,  a r e  

n o t  e x p o s e d  t o  t h e  m u l t i - g e n e r a t i o n a l  n e i g h b o r h o o d s  t h a t  c a n  

p r o v i d e  r i c h n e s s  a n d  u n d e r s t a n d i n g  b e t w e e n  p e o p l e s .  I n  a  h i g h l y  

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

f a r  d i s t a n t  s t a t e s ,  y o u n g s t e r s  a r e  r a i s e d  w i t h o u t  e x p e r i e n c i n g  

o r  u n d e r s t a n d i n g  a n y o n e  o l d e r  t h a n  t h e y  b y  m e r e  t h a n  a s c o r e  o f  y e a r s .  

A s  c o n t a c t  a n d  u n d e r s t a n d i n g  g o e s ,  w e  b e c o m e  p o c k e t s  o f  s e l f -  

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

t o o  o f t e n  l o s i n g  t h e  v i s i o n  o f  t h e  c o m m o n  g o o d .

H o u s i n g  t h a t  s e g r a t e s  b y  a g e  c a n  h a v e  t h e  u n f o r t u n a t e  s i d e  

e f f e c t  o f  r a c i a l  s e g r a t i o n  a s  w e l l .  A  c o u r t  i n  M i s s o u r i  f o u n d  

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

o f  r a c i a l  d i s c r i m i n a t i o n ,  b e c a u s e  r e c e n t  n a t i o n a l  s t a t i s t i c s  i n ­

d i c a t e  t h a t  4 8% o f  b l a c k  f a m i l i a l  r e n t e r s  h a v e  c h i l d r e n  w h i l e  l e s s  

t h a n  3 7 %  o f  w h i t e  f a m i l i e s  l i v i n g  i n  r e n t a l  u n i t s  h a v e  c h i l d r e n .

T h e s e  s t a t i s t i c s  m a y 7 s h o w  a n  e v e n  f u r t h e r  d i s c r e p a n c y  w h e n  c o n s i d e r i n g  

N a t i v e  o r  H i s p a n i c  f a m i l i e s .  T h u s ,  t h e  r e f u s a l  t o  r e n t  t o  f a m i l i e s  

w i t h  c h i l d r e n  h a s  a d i s p r o p o r t i o n a t e  e f f e c t  o n  n o n - w h i t e s .  I n  

a d d i t i o n ,  i n d i g e n o u s  f a m i l i e s  a r e  m o r e  l i k e l y  t o  h a v e  a n  

e l d e r l y  p e r s o n  o r  m u l t i - g e n e r a t i o n s  l i v i n g  i n  t h e  s a m e  h o m e ,  

a  f a c t  t h a t  c o u l d  r e s u l t  i n  d i s c r i m i n a t i o n  a g a i n s t  b o t h  e n d s  o f  
t h e  a g e  s p e c t r u m  i n  t e r m s  o f  h o u s i n g  i f  c h i l d r e n  a r e  p r o h i b i t e d .

A g a i n ,  t h i s  w o u l d  a l s o  b e  f e l t  m o r e  s t r o n g l y  b y  n o n - w h i t e  f a m i l i e s .

T h e r e  a r e  s i x  s t a t e s  w h i c h  h a v e  l e g i s l a t i o n  p r o h i b i t i n g  

h o u s i n g  d i s c r i m i n a t i o n  a g a i n s t  f a m i l i e s  w i t h  c h i l d r e n ,  l e g i s l a t i o n  

w h i c h  h a s  b e e n  i n  e f f e c t  f o r  o v e r  f i f t y  y e a r s  ( A r i 2 ., 1 1 1 . ,  N . J . ,

N . Y . ,  M a s s . ,  a n d  D e l . ) .  I n  f a c t ,  w h i l e  A l a s k a  d o e s  n o t  n o w  p r o h i b i t  

d i s c r i m i n a t i o n  a g a i n s t  c h i l d r e n  i n  r e n t a l  p r o p e r t y ,  t h e  A l a s k a  

c i v i l  r i g h t s  s t a t u t e s  i n c l u d e  a p r o v i s i o n  t h a t  t h e  " o p p o r t u n i t y  

t o  o b t a i n . . . h o u s i n g  a c c o m m o d a t i o n s  a n d  o t h e r  p r o p e r t y  w i t h o u t  

d i s c r i m i n a t i o n  b e c a u s e  o f  ... p r e g n a n c y  o r  p a r e n t h o o d . . .  i s  a 

c i v i l  r i g h t . "  I t  w o u l d  s e e m  o n l y  j u s t  t o  f o l l o w  o u r  o w n  g o o d  

l e a d ,  a n d  true.ly m e a n  w h a t  w e  h a v e  w r i t t e n .  E v e n  C o n g r e s s ,  w h i c h  

h a s  g e n e r a l l y  h e l d  t h a t  t h e  p r o b l e m  c o u l d  b e s t  b e  h a n d l e d  a t  
l o c a l  o r  s t a t e  l e v e l s ,  d i d  p r o v i d e  i n  1 9 7 6  h o u s i n g  p r o g r a m  

m o r t g a g e  i n s u r a n c e  b e n e f i t s  t o  l a n d l o r d s  w h o  c o u l d  c e r t i f y  t h a t  

t h e y  d i d  n o t  d i s c r i m i n a t e  a g a i n s t  f a m i l i e s  w i t h  c h i l d r e n .

D i s c r i m i n a t i o n  b a s e d  o n  a g e ,  a s  o n  r a c e ,  s e x ,  c r e e d ,  e t c . . . ,  

i s  d i s c r i m i n a t i o n  n o t  f o u n d e d  o n  a c t u a l  b a s i s ,  b e c a u s e  i n d i v i d u a l  

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

b u t  s o  a r e  s o m e  a d u l t s ,  s o m e  B l a c k s ,  s o m e  w h i t e s ,  s o m e  m e n ,  

s o m e  w o m e n ,  s o m e  P r o t e s t a n t s ,  s o m e  a t h e i s t s .  O t h e r s  o f  t h e s e  

s a m e  s a m p l i n g s  m a k e  e x c e l l e n t  t e n a n t s .  A  l a n d l o r d  o f f e r i n g  

h o u s i n g  t o  t h e  p u b l i c  s h o u l d  m a k e  a d e c i s i o n  d i r e c t l y  r e l a t e d  t o  

i s s u e s  o f  m e r i t  - p a s t  r e n t a l  h i s t o r y ,  a b i l i t y  t o  p a y ,  r e f e r e n c e s  - 

n o t  o n  t h e  b a s i s  o f  o n e ' s  a g e ,  r a c e ,  g e n d e r ,  e t c . . . .

O n e ' o f  t h e  r e c o m m e n d a t i o n s  f r o m  t h e  W h i t e  H o u s e  C o n f e r e n c e  

o f  F a m i l i e s  w h e r e  t h e r e  w a s  a g r e e m e n t  a t  a l l  t h r e e  n a t i o n a l  

c o n f e r e n c e s ,  was, t h e  n e e d  t o  " i m p r o v e  f a i r  h o u s i n g  l a w s  a n d  

e n f o r c e m e n t  - [ w i t h ]  n o  d i s c r i m i n a t i o n  a g a i n s t  f a m i l i e s  w i t h  

c h i l d r e n . . . / ’ A . A . U . W .  s t r o n g l y  s u p p o r t s  t h i s  r e c o m m e n d a t i o n  a n d  

t h e  b i l l  n o w  b e f o r e  y o u .
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(8) As to (1) and (2) above, however, nothing prohibits the owner, 

lessee, manager or other person having the right to sell, lease or rent 

real property from promulgating reasonable rules and regulations and 

requiring a reasonable damage deposit; and,

The following classes of real property are exempt from the 

provisions relating to parenthood;

(A) A private residence offered for short term occupancy;

O') Housing established primarily for the handicapped,

developmentally disabled, or elderly;

(C) Housing established as a dormitory; and,

(D) Housing established solely for occupancy by singles.
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You have a sked  w he th e r a r e c e n t  C a l i f o r n i a  c a s e , M arina P o in t ,  L td .  v . W o lfso n , 180 C a l. Rep. 496 (C a l i f o r n i a  1982), 
h a s any a p p l ic a t io n  unde r A la sk a  law . The c a se  d e a ls  w ith  
th e  q u e s tio n  o f  w he th e r an owner o f  an a p a rtm en t complex may r e fu s e  to  r e n t  an a p a rtm en t to  a fa m i ly  s o l e l y  b ecau se  th e  fa m ily  in c lu d e s  a m inor c h i l d .  The C a l i f o r n i a  Supremo C ou rt 
concluded t h a t  th e  owner cou ld  n o t ,  b u t two j u s t i c e s  d i s s e n te d .
A lthough  th e  e x c lu s io n a ry  p o l ic y  was c h a lle n g e d  on th e  b a s i s  
o f  an im p e rm is s ib le  in f r in g e m e n t on s t a t e  and f e d e r a l  c o n s t i ­t u t io n a l  r i g h t s  o f  f a m i l i a l  p r iv a c y  and equ a l p r o te c t io n  o f 
th e  law as w e ll a s  on th e  b a s i s  o f  s t a t u t o r y  r i g h t s ,  th e  
ca se  was dec id ed  unde r th e  Unruh C i v i l  R ig h ts  A c t o f  C a l i f o r n i a .  The c o u r t  s p e c i f i c a l l y  d e c lin e d  to  re a c h  e i t h e r  
s t a t e  o r f e d e r a l  c o n s t i t u t i o n a l  c o n te n t io n s .  Marin a  P o in t , s u p ra , page 497, page 501. The d i s s e n t  no ted  t h a t  equa l 
p ro te c t io n  and due p ro c e s s  p r i n c ip l e s  p la c e  no r e s t r i c t i o n s  on p u re ly  p r i v a t e  a c t i o n s ,  b u t a f f e c t  o n ly  s l i c e  a c t io n .
M arina P o in t , s u p r a , page 512.
In  g e n e ra l ,  a c a se  d ec id ed  by a n o th e r s t a t e  c o u r t  h a s  no p re c e d e n t ia l  v a lu e  in  A la s k a . N e v e r th e le s s ,  had th e  c a se  
been dec ided  on f e d e r a l  c o n s t i t u t i o n a l  g round s th e  re a so n in g  in  th e  case  cou ld  have been d i r e c t l y  a p p l ie d .  The A la sk a  
c o u r t cou ld  a l s o  have r e j e c t e d  th e  re a so n in g  o f  th e  C a l i f o r n ia  c o u r t in  i n t e r p r e t i n g  th e  f e d e r a l  c o n s t i t u t i o n .  
A lthough  each s t a t e  c o u r t  i n t e r p r e t s  i t s  own c o n s t i t u t i o n  
and i t s  own s t a t u t e s ,  th e  A la sk a  court, r e l i e s  on c a se  law  from  o th e r  j u r i s d i c t i o n s  to  su p p o r t s im i l a r  c o n c lu s io n s .
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The c o u r t cou ld  r e l y  on th e  re a so n in g  in  t h i s  c a s e ,  
e s p e c ia l l y  i f  th e  c o u r t  were i n t e r p r e t i n g  a s t a t u t e  s im i l a r  
to  th e  Unruh C i v i l  R ig h t s  A c t o f  C a l i f o r n i a .  However,AS 18.80.230 and AS 18 .80 .240 d i f f e r  c o n s id e ra b ly  from  th e  
Unruh A c t, so I  s u sp e c t t h a t  M arina P o in t ,  s u p r a , would be 
deemed to  be o f  l i t t l e  v a lu e  in  i n t e r p r e t i n g  A la s k a  law .
The p e r t in e n t  p a r t  o f  th e  Unruh A c t, C i v i l  Code s e c t io n  51 
p ro v id e s :

A l l  p e rso n s  w i th in  th e  j u r i s d i c t i o n  o f  t h i s  s t a t e  a re  
f r e e  and e q u a l, and no m a tte r  what t h e i r  s e x ,  r a c e ,  
c o lo r ,  r e l i g i o n ,  a n c e s t r y  o r n a t io n a l  o r i g i n  a re  
e n t i t l e d  to  th e  f u l l  and equa l accom m odation s, a d v a n ta g e s , f a c i l i t i e s ,  p r i v i l e g e s  o r s e r v i c e s  in  a l l  
b u s in e s s  e s ta b l i s h m e n t s  o f  e v e ry  k in d  w h a tso e v e r .

The p h ra se  " a l l  b u s in e s s  e s ta b l i s h m e n t s "  h a s  been h e ld  to  
app ly  to  th e  b u s in e s s  o f  r e n t i n g  h o u s in g  accom m oda tion s.
M arina P o i n t , s u p r a , page 501. In  a d d i t io n ,  th e  C a l i f o r n i a  c o u r t has i n t e r p r e t e d  th e  s t a t u t e  to  p r o h ib i t  a l l  a r b i t r a r y  
d i s c r im in a t io n  by b u s in e s s  e s ta b l i s h m e n t s ,  w ith  th e  p a r t i c u l a r  b a se s  o f d i s c r im in a t io n  l i s t e d  ( s e x ,  r a c e ,  c o lo r ,  e t c . )  b e in g  
i l l u s t r a t i v e  r a t h e r  th a n  r e s t r i c t i v e .  In  r e  Cox, 474 P . 2d 992 (C a l i f o r n i a  1970 ). T h is  j u d i c i a l  i n t e r p r e t a t i o n  ha s n o t 
been d is tu rb e d  by th e  l e g i s l a t u r e .  The c o u r t  n o te s  t h a t  th e  
l e g i s l a t u r e  i s  presum ed to  be aware o f  and to  h ave  a cq u ie sc ed  
in  th e  j u d i c i a l  c o n s t r u c t io n  when i t  amends a s t a t u t e  w ith o u t 
a l t e r i n g  th e  p o r t io n s  t h a t  have been c o n s tru e d  a s  was done w ith  th e  Unruh A c t in  1974. M arina P o i n t , sup r a , page 504.
Tine c o u r t b a se s  i t s  h o ld in g  th a t  an owner may n o t r e fu s e  to  
r e n t  an ap a rtm en t to  a fa m i ly  s o l e l y  b ecau se  th e  fa m i ly  
in c lu d e s  a m inor c h i l d  on th e  f a c t  t h a t  t h i s  am ounts to  a r b i t r a r y  d i s c r im in a t io n  w i th in  th e  te rm s o f  th e  Unruh A ct 
as j u d i c i a l l y  c o n s t ru e d .
The p e r t in e n t  A la sk a  s t a t u t e s  have n o t been j u d i c i a l l y  
c o n s tru e d  to  fo r b id  any a r b i t r a r y  d i s c r im in a t io n  a s was done 
in  C a l i f o r n i a  no r have th e y  been c o n s tru e d  to  f o r b id  d i s c r im i ­n a t io n  on any b a s i s  o th e r  th an  th o se  s p e c i f i c a l l y  l i s t e d  in  
th e  s t a t u t e .  AS 18 .80 .230 fo r b id s  d i s c r im in a t io n  in  p u b l ic  
accommodations on th e  b a s i s  o f  " s e x ,  m a r i t a l  s t a t u s ,  changes in  m a r i ta l  s t a t u s ,  p re g n a n c y , p a re n th o o d , r a c e ,  r e l i g i o n ,  
c o lo r  o r n a t io n a l  o r i g i n " .  (Em phasis a d d ed ). AS 18 .80 .2  ) 
d e a ls  w ith  th e  d i s c r im in a t io n  in  th e  .sa le  o r r e n t a l  o f r e a l
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p ro p e r ty  s e p a r a t e l y  from  th e  s e c t io n  t h a t  d e a ls  w i th  
d i s c r im in a t io n  in  p u b l ic  accom m odations. D is c r im in a t io n  i s  
fo rb id d e n  on th e  b a s i s  o f  " s e x ,  m a r i ta l  s t a t u s ,  changes in  m a r i ta l  s t a t u s ,  p re gn an cy , r a c e ,  r e l i g i o n ,  c o lo r  o r n a t io n a l  
o r i g i n " .  D is c r im in a t io n  in  p u b l ic  accom m odations and d is c r im ­
in a t io n  in  r e n t a l  o f p ro p e r ty  a re  t r e a c e d  th e  same under th e  
Unruh A c t, w h ile  d i s c r im in a t io n  in  th e s e  two a r e a s  a re  t r e a te d  
d i f f e r e n t l y  in  A la s k a . In  f a c t ,  AS 1 8 .8 0 .2 5 0 (1 ) and (2 ) 
s p e c i f i c a l l y  a u th o r iz e s  d i s c r im in a t io n  in  th e  r e n t a l  o f h o u s in g  a s be tw een  m a rrie d  and s in g le  p e o p le . I t  would be 
d i f f i c u l t  f o r  th e  c o u r t in  A la sk a  to  co n c lu d e , a s  th e  c o u r t in  C a l i f o r n i a  con c luded , t h a t  th e  l e g i s l a t u r e  in te n d e d  to  
fo r b id  a l l  a r b i t r a r y  d i s c r im in a t io n  w ith  r e s p e c t  to  th e  
r e n ta l  o f  h o u s in g .  The f a c t  t h a t  "p a re n th o o d "  i s  in c lu d e d  
in  th e  l i s t  o f  p ro te c te d  c la s s e s  f o r  p u rp o se s  o f  p u b l ic  
accommodations and exc luded  from  th e  l i s t  f o r  p u rp o se s  o f  
r e n ta l  h o u s in g  s u g g e s t s  th e  o p p o s i te ,  t h a t  th e  l e g i s l a t u r e  
in te n d ed  to  f o r b id  d i s c r im in a t io n  in  th e  r e n t a l  o f  h o u s in g  
o n ly  on th e  b a s i s  o f s p e c i f i c a l l y  l i s t e d  f a c t o r s .
In  c o n c lu s io n , s in c e  th e  d e c is io n  in  M arina P o i n t , s u p r a , i s  
based  on a s t a t u t o r y  scheme t h a t  d i f f e r s  m a rk ed ly  from  th e  
s t a t u t o r y  scheme in  A la k a , i t  w i l l  have no d i r e c t  a f f e c t  on 
A la sk a  law .
TBC:1 jb
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S U B J E C T : M e t h o d s  o f  p a y m e n t  o f  o v e r t i m e  

( HB 223)

T O :

F R O M :

R e p r e s e n t a t i v e  W a l t  F u r n a c e

T h o m a s  A .  S o f o  4 \  

L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  t h i s  o f f i c e  f o r  a n  o p i n i o n  r e g a r d i n g  t h e  

c o n s t i t u t i o n a l i t y  o f  H B  2 2 3 .  T h a t  b i l l  p r o h i b i t s  c e r t a i n  

m e t h o d s  f o r  t h e  p a y m e n t  o f  o v e r t i m e  a n d  e x c u s e s  e m p l o y e r s  

f r o m  t h e  p a y m e n t  o f  l i q u i d a t e d  d a m a g e s  f o r  g o o d  f a i t h  

v i o l a t i o n s  o f  A S  2 3 . 1 0  ( E m p l o y m e n t  P r a c t i c e s  a n d  W o r k i n g  

C o n d i t i o n s ) . S e c t i o n  3 o f  t h e  b i l l  e x t i n g u i s h e s  a n y  

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

o n e  o f  t h e  p r o h i b i t e d  m e t h o d s  s i n c e  D e c e m b e r  9, 1 9 7 8 ,  w h i l e  

s e c .  4 o f  t h e  b i l l  m a k e s  t h e  r e l e v a n t  s t a t u t o r y  p r o v i s i o n s  

r e t r o a c t i v e  t o  t h a t  d a t e .

T h e  r e t r o a c t i v i t y  a s p e c t  o f  t h i s  b i l l  o p e n s  i t  f o r  c h a l l e n g e  

o n  s e v e r a l  c o n s t i t u t i o n a l  g r o u n d s .  O n e  b a s i s  f o r  a 

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

c o n t r a c t s ,  f o u n d  i n  b o t h  t h e  U n i t e d  S t a t e s  a n d  t h e  A l a s k a  

C o n s t i t u t i o n s  ( U . S .  C o n s t i t u t i o n ,  A r t i c l e  I, s e c t i o n  10; 

A l a s k a  C o n s t i t u t i o n ,  A r t i c l e  I, s e c t i o n  1 5 ) .  A n o t h e r  b a s i s  

f o r  a t t a c k  w o u x d  b e  t h e  d u e  p r o c e s s  g u a r a n t e e s  o f  t h e  F i f t h  

a n d  F o u r t e e n t h  A m e n d m e n t s  o f  t h e  U . S .  C o n s t i t u t i o n  a n d  

A r t i c l e  I, s e c t i o n  7 o f  t h e  A l a s k a  C o n s t i t u t i o n .

M o r e  r e c e n t l y ,  i t  h a s  c o m e  t o  m y  a t t e n t i o n  t h a t  l i t i g a t i o n  

i s  c u r r e n t l y  u n d e r w a y  c o n c e r n i n g  t h e  v e r y  i s s u e s  c o v e r e d  b y  

t h i s  b i l l .  A n  a t t e m p t  t o  a d d r e s s  t h e  s u b j e c t  m a t t e r  i n  t h i s  

m a n n e r  m a y  b e  c o n s i d e r e d  s p e c i a l  l e g i s l a t i o n  w h e n  v i e w e d  i n  

t h a t  l a r g e r  c o n t e x t .

A n o t h e r  p o i n t  t o  b e  m a d e  c o n c e r n i n g  l i t i g a t i o n  i n  t h i s  a r e a  

i s  r a i s e d  b y  D r e s s e r  I n d u s t r i e s ,  I n c .  v. A l a s k a  D e p a r t m e n t  
o f  L a b o r , 6 3 3  ? . 2 d  9 9 8  ( A l a s k a  1 9 8 1 ) .  I n  t h a t  c a s e ,  t h e  

A l a s k a  S u p r e m e  C o u r t  u p h e l d  t h e  r e g u l a t o r y  p r o h i b i t i o n  o f
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t h e  v e r y  s a m e  c o n d u c t  w h i c h  i s  t h e  s u b j e c t  o f  t h e  p r e s e n t  

b i l l .  S i n c e  t h e r e  h a s  a l r e a d y  b e e n  e n f o r c e m e n t  o f  t h e s e  

p r o v i s i o n s  o n  c e r t a i n  e m p l o y e r s ,  t h e r e  m a y  b e  e q u a l  

p r o t e c t i o n  p r o b l e m s  i n  t r y i n g  t o  r e t r o a c t i v e l y  e x c u s e  o t h e r  

e m p l o y e r s  f r o m  h a v i n g  t o  c o m p l y  w i t h  t h o s e  s a m e  p r o v i s i o n s .

A l t h o u g h  a u t h o r i t y  d o e s  e x i s t  w h i c h  h o l d s  t h a t  t h e  

l e g i s l a t u r e  m a y  a b o l i s h  p u r e l y  s t a t u t o r y  r i g h t s  a n d  e v e n  

r e m e d i e s  i n  a  r e t r o a c t i v e  m a n n e r ,  t h i s  o f f i c e  i s  n o t  

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

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

c a s e .  I n  t h e  c a s e  o f  a p e r s o n  w h o  w o r k e d  d u r i n g  t h e  t i m e  

e l a p s e d  s i n c e  D e c e m b e r  9, 1 9 7 8 ,  a n d  w a s  p a i d  o v e r t i m e  u n d e r  

a p r o h i b i t e d  m e t h o d  w i t h  t h e  r e s u l t  o f  d e n y i n g  t h a t  p e r s o n  

c o m p e n s a t i o n  t o  w h i c h  o t h e r w i s e  e n t i t l e d ,  I a m  n o t  c o n v i n c e d  

t h a t  t h e  A l a s k a  S u p r e m e  C o u r t  w o u l d  b e  p e r s u a d e d  b y  t h e  

a r g u m e n t  t h a t  r i g h t s  t o  m i n i m u m  w a g e s  a n d  o v e r t i m e  p a y  a r e  

p u r e l y  s t a t u t o r y  a n d  a r e  n o t  v e s t e d .

T A S i l j b

9 / 0 3 6



TODAY, THROUGHOUT THE U.S., 

277. OF ALL RENTAL HOUSING IS 
NOT OPEN TO PARENTS WITH 
MINOR CHILDREN. IN JUNEAU 
THE FIGURE IS MUCH HIGHER.

WE ARE WORKING TO GIVE ALL 

FAMILIES THE SAME OPPORTUN­

ITIES THAT SINGLES AND 
COUPLES WITHOUT CHILDREN

HAV E  BELOW ARE'A FEW ‘
QUESTIONS AND ANSWERS ABOUT

FAIR HOUSING PLEASE GIVE

IT SOME THOUGHT.

from, JUNEAU EMPIRE 10/9/80

3 br. apt.; adults only, no pets. tfOO 
plus J156 cleaning deposit. Call 
between 7-9 p.m. Avai.able Nov., 1*t ‘

A N C H O R A G E  D A I L Y  NEWS 6 / 1 / 8 1

from, JUNEAU EMPIRE 10/15/80

2 br. unfurnished and 1 br. fur­
nished. In West Juneau. Carpeting, 
dishwasher, garbage disposal, off 
street parking. No pets or children. 
Mature adu)’ preferred. 586

Apartments In newly renovat­
ed building. 1 blit Irom park 
Strip, oil street parking and 
laundry room lor your conve­
nience, no dogs or children.

NOW REN T IN G !

AREN'T MAINTAINENCE COSTS HIGHER WHEN YOU RENT TO FAMILIES WITH CHILDREN?

A: ACCORDING TO A NEW YORK COMPANCY WHICH SUPPLIES THE INSURANCE INDUSTRY WITH NATIONWIDE 

STATISTICS ON DAMAGES, THERE IS NO EMPIRICAL DATA TO PROVE THAT THE PRESCENCE OF FAMILIES 

RESULTS IN GREATER DESTRUCTION TO PROPERTY. . r

Q: WOULDN'T A  FAIR HOUSING LAW FORCE LANDLORDS .TO OVERCROWD THEIR APARTMENTS?

A; NO. FAIR HOUSING LAWS ARE REASONABLE AND A R E  NOT WRITTEN IN A N  ARBITRARY MANNER. A LAND- . 

LORD WOULD NOT HAVE TO RENT A  ONE BEDROOM APARTMENT TO A PARENT OR PARENTS WHO HAD THREE 

CHILDREN. OR, A PROJECT DESIGNED FOR THE ELDERLY OR HANDICAPPED WOULD NOT BE FORCED TO 

ACCEPT TENANTS WHO HAD CHILDREN. A FAIR HOUSING LAW WOULD BE REASONABLE AND GIVE. EQUAL 
OPPORTUNITIES TO PARENTS AND INSURE THAT A N  ADEQUATE SIZED APARTMENT WOULD NOT BE D E­

NIED TO THEM BECAUSE OF PARENTHOOD.

Q: ISN'T THE SOLUTION TO BUILD M O R E  HOUSING?

A: THIS SOLUTION IGNORES THE FACT THAT OFTEN NEW BUILDINGS WILL NOT RENT TO FAMILIES WITH 

CHILDREN. ALSO,1 THERE IS NOTHING TO PREVENT EXISTING BUILDINGS TO ADOPT NEW RULES 

BANNING CHILDREN. IN THE LAST TWO MONTHS TWO APARTMENT BUILDINGS IN JUNEAU HAVE CHANGED 

THE RULES AND NOW EXCLUDE CHILDREN.

Q; D O N’T INSURANCE COMPANIES CHARGE HIGHER RATES FOR BUILDINGS THAT ALLOW CHILDREN?

A: NO. PRUDENTIAL, SAFECO, AETNA, REPUBLIC, NORTHWESTERN, AND CONTINENTAL INSURANCE 

COMPANIES SAY THAT IT IS THE CONDITION OF THE BUILDING THAT DETERMINES THE RATES,

NOT THE AGE OF THE TENANTS. (IT IS IMPORTANT TO NOTE THAT IF TENANT AGE WERE A 

FACTOR IN SETTING ACCIDENT LIABILITY RATES, THE HEAVIEST BURDEN MIGHT FALL ON THE 

ELDERLY).

Q: WOULDN'T FAIR HOUSING LAWS FORCE LANDLORDS TO ACCEPT CHILDREN IN BUILDINGS THAT ARE 
UNSAFE FOR THEM?

A: THIS ISSUE IS MISLEADING. ACCORDING TO OUR STATE AND LOCAL BUILDING CODES, ANY BUILD­

ING WHICH IS UNSAFE FOR A CHILD IS ALSO UNSAFE FOR ADULTS. THE REAL SAFETY ISSUE IS

THAT ANTI-CHILD RENTAL POLICIES FORCE MANY FAMILIES TO LIVE IN THE MOST DILAPIDATED, 

UNSAFE, AND OVERCROWDED HOUSING.

Q: ARE THERE FAIR HOUSING LAWS IN OTHER AREAS OF THE COUNTRY?

A: YES. LAWS TO PROTECT RENTERS WITH CHILDREN RAVE BEEN PASSED IN MANY AREAS THROUGHOUT
THE UNITED STATES. ARIZONA, MICHIGAN, ILLINOIS, NEW JERSEY, NEW YORK, DELAWARE, 

CONNECTICUT, MINNESOTA, AND THE DISTRICT OF COLUMBIA RAVE PASSED FAIR HOUSING LAWS.

\ NUMEROUS CITIES RAVE ENACTED LAWS THAT PROTECT FAMILIES AND CHILDREN, THEY INCLUDE 

SAN FRANCISCO, SPOKANE, LOS ANGELES, OAKLAND, AND SEATTLE.
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Me,

EQUAL R IUHTT  COMM ISS ION
O.'O (Lit: ! 1 1*:>« A - *

F e b ru a ry  23, 1983

Hugh Malone, R e p r e s e n ta t iv e  
S t a t e  o f  A la sk a  
Pouch V Ju n e au  99811
Dear Mr. M alone:
The fo l lo w in g  in fo rm a t io n  i s  p ro v id e d  in  re sp o n se  to  an in q u i r y  
from  your o f f i c e .
The Anchorage Equ a l R ig h t s  Comm ission i s  an a d m in i s t r a t i v e  agency w hich i s  cha rged  w ith  e n fo rc em en t o f  th e  m u n ic ip a l d i s c r im in a t io n  
o rd in a n c e . T h is  o rd in a n c e  i s  found in  th e  Anchorage M un ic ip a l 
Code, S e c t io n  5, a copy o f  w h ich  i s  e n c lo se d .
In  1982, th e  Eq u a l R ig h t s  Comm ission opened 97 i n v e s t i g a t i o n s  
o f  a l le g e d  d i s c r im in a to r y  p r a c t i c e s .  Of t h i s  t o t a l ,  20 c a s e s  o r 
217», were f i l e d  in  th e  c a te g o ry  o f  h o u s in g . Of th e s e  h o u s in g  c a s e s ,  9 were f i l e d  on th e  b a s i s  o f  p a re n th o o d , which by d e f i n i ­t i o n  i s  in c lu d e d  unde r se x  d i s c r im in a t io n  (s e e  S e c t io n  5 .2 0 .0 1 0 ). 
T h is  r e p r e s e n t s  9% o f  th e  t o t a l  c a s e s  f i l e d  w ith  th e  agency .
A d d i t io n a l l y ,  th e  E q u a l R ig h t s  Comm ission re c e iv e d  numerous 
in q u i r y  c a l l s  r e g a rd in g  h o u s in g  d i s c r im in a t io n  a g a in s t  p a re n ts  w ith  c h i ld re n . These c a l l e r s  g e n e r a l l y  so u gh t c l a r i f i c a t i o n  
o f  o u r j u r i s d i c t i o n  and w ere from  b o th  p ro p e r ty  s e e k e rs  and 
p ro p e r ty  ow ners.
I t  i s  s i g n i f i c a n t  t h a t  p r i o r  to  1982, no c a se s  had been f i l e d  
w ith  th e  Commission on th e  b a s i s  o f  p a re n th o o d . These 1982 f i l i n g s  a re  a t t r i b u t e d  to  th e  s e v e re  s h o r ta g e  o f  r e n t a l  u n i t s  in  th e  Anchorage a re a . W ith  a vacancy  r a t e  t h a t  a t  tim e s s to o d  
a t  1%, p a re n ts  found i t  e x t re m e ly  d i f f i c u l t  to  o b ta in  r e n t a l  
u n i t s .  v



rMr. Hugh Malone 
Page Two
F e b r u a r y  23, 1983 .

As th e  p rob lem  co n tin u ed  to  a c c e le r a te  th ro u g h o u t th e  y e a r ,  th e  
E q u a l R ig h t s  Commission to o k  s te p s  to  a l e r t  th e  community to  th e  
re q u ire m e n ts  o f  th e  lo c a l  o rd in a n c e . A d v e r t is e m e n ts  were p la c ed  in  th e  lo c a l  p a p e rs  which s p e l le d  o u t th e  C om m iss io n 's  j u r i s d i c ­
t i o n .  A p u b l ic  fo rum  on H ousing D is c r im in a t io n  and m ee tin g s  were 
h e ld  w i th  p ro p e r ty  owners and i n t e r e s t e d  p u b l ic ,  to  d is c u s s  th e  s i t u a t i o n  and th e  method in  which th e  E q u a l R ig h t s  Commission 
would h an d le  c o m p la in ts . These  a c t io n s  w ere o f  p a r t i c u l a r  im po rtan c e  in  r a i s i n g  th e  aw areness l e v e l  o f  p r o p e r ty  s e e k e rs  
and in  r e a s s u r in g  p ro p e r ty  owners t h a t  each  a l l e g a t i o n  r e s u l t ­
in g  in  a c o m p la in t, would be rev iew ed  on a c a s e -b y -o a s e  b a s i s .
In  1983, we w i l l  c o n tin u e  in  o u r e f f o r t s  to  p r e v e n t  and e l im in a te  
a l le g e d  d i s c r im in a t io n  and a g g r e s s i v e l y  e n fo rc e  T i t l e  5 o f  th e  
A ncho rage M un ic ip a l Code.
I f  I c a n  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  d o  n o t  h e s i t a t e  t o  c a l l  

m e .

PAUL L .  CONNERTY,
E x e c u t iv e  D i r e c to r
Ancho rage Eq u a l R ig h t s  Commission

j fEnc.

\
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Opening apartment doors closed to kids
By B andy Shipp

Boston
Anyone trying to find an apartment that 

ucccpts children will not be surprised by the . 
conclusions o f a recent US Housing and 
Urban Development survey. It shows that, 
nationwide, 26 percent of ull rental units 
huve “ no child ren" policies, and muny that 
do ucccpt children have restrictions on the 
number, sex, o r age of the youngsters.

These restrictions affect rougnly 2 m il­
lion fam ilies, says Elizabeth itoistacher, 
HUD ’s deputy assistant secretury fo r policy 
development and research.

The report adds luut restrictive rentui 
policies also may mean that fam ilies may 
be split up, with children being sent to live 
with o ilier re latives, until parents can find 
some place fo r them to live, o r doubling up 
with another fam ily , leuding to Increased 
fam ily tension.

“ There is also u rea l feeling uinong peo­
ple who arc hit by this that society thinks 
there's something wrong in having chil­
d ren ," D r. Huklucher says. "Children react 
to this. They ure hurt, they're parents arc 
hu rl. They’re  a ll reu lly disturbed by the fuel 
tliut children don’ t seem to be wanted."

The problem is growing worse. The num­
ber of rentui units unavailable to fam ilies 
with children is rising. And with more apart­
ment buildings switching to " n o  child ren" 
policies, und more onc-bedroom rather than 
multi-bedroom units being built. It is likely 
to continue to rise.

in Massachusetts, sta le law prohibits

such discrimination in dwellings with three 
o r more units. Violations carry  a fine of up 
to $1,000. Even so, discrimination against 
fam ilies with children is "the biggest prob­
lem right now fo r housing,”  according to a 
spokesman fo r the Massachusetts Commis­
sion Against Discrim ination. Because o f ex­
emptions under ttic law, he says, very few 
rental units actually are affected.

The California-based Fa ir Housing fo r 
Children Coalition tF IiCC ) conducted a our-, 
vey of upurlmcnt ads In newspapers, '.n Los

Angeles, 71 percent allowed no children of 
any age, und Fresno, San Diego, und San 
Jose allowed 53 percent, 65 percent, and 70 
percent respectively.

"W e've dealt with people who arc living 
with six kids in a station wugon on the Santa 
Monica pier, und u woman living with two 
kids In a len l on the beach," suys FHCC ex­
ecutive director Dora Ashford.

FHCC also gets culls from  pregnant 
women worried that they will lose llie ir 
upartmcnt when they have their buby.

"W e liud a recent case of a couple in 
Santa Monica who had a baby a few months 
ago. They got u letter from  |the upartment 
management companyl saying, ’Congratu­
lations on your new baby -  and we would 
like you to find another place to live In 60 
d ays ." ’ • 1 •!

But when FHCC lawyers took the case 
and pointed out that the fam ily would not be

violating any occupancy codes, and that a 
loca l ordinance forbade age discrimination, 
the fam ily was allowed to stay.

) The generally tight housing market Is a 
m a jo r cause of he problem , Ms. Ashford 
says.

"As long as the housing crisis worsens 
' jlhe discrimination problem! w ill, too. Fam ­
ilies with children are In a worse position lo 
buy their way out, as a re  the e lderly , when 
housing crunches hit, so they're hurt a lot 
worse than other people."

Helen B lank o f the Children’s Defense 
Fund (CDF ) says positive steps are being 
taken. The HUD study, fo r Instance, Is an 
example o f Interest In the Issue on the part 
of the federal government. .

Moreover, antl-d lscrlm lnallon statutes 
have been passed In Arizona, Connecticut, 
Delaware, Illinois, Massachusetts, Minne­
sota, New Jersey, New York,'and the Dis­
trict of Columbia. The California Legisla­
ture is considering s im ila r legislation.

The CDF has set up a national network of 
organizations concerned with discrimina­
tion '.gainst fam ilies with children. Its pur­
pose, Ms. B lank says, la " . . .  to communi- 
cate with each other about local ordinances 
they are working on, share strategy, and 
give each other mutual support."
I D r. itoistacher says Increasing the num­
ber of availab le homes and apartments 
would help solve the problem. She says llU D  
is looking into possible ro les that it can take, 
and also would like state and lopal govern­
ments to get involved with the iashe.

I i • -*» . , • • .
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HH 356
The f o l l o w i n g  l e t t e r  o f  i n t e n t  on COMMITTEE SUBSTITUTE FOR 
HOUSE B IL L  NO. 351) ( r e l a t i n g  to  u n l aw fu l  p r a c t i c e s  in  the 
s a l e  o r  r e n t b l  o f  r e a l  p rop e r ty . )  d a t e d  A p r i l  30 , 1981 vao  
r e c e i v e d  ( t h e  J u d i c i a r y  com m itte e  r e p o r t  a p p ea r s  on page 894 
o f  th e  j o u r n a l )  and a p p e a r s  a s  f o l l o w s :

Speaker of the Houss 

Dear Mr.'Speaker:

The Committee an Judiciary has had under consideration House Bill 358, 
"An Act-relating to unlawful practices in th: sale or rental of real 
property", and has |irrvidod you with a conmittee report reoonmending 
that it te replaced with our conmittee substitute for that hill, and 
that oonmittee' subs'dtuce for House Bill 356 do pass.

*  ̂ '*
Although the bill prohibits discrimination in the sale, lease, or rental 
of real property because of a person's status as a parent, the conmittee 
wishes to point out that the hill does not proscribe any other existing 
management tools th.it a landlord may ha"o with regard to rental units. 
Fbr example, a landlord may still adopt rules and regulations ccroemirq 
a tenant's use and occupancy of the promises in order to pronote safety, 
health, or welfare of the tenants.

A .andlord may also regulate the tenant's use of the property to avoid 
abusive use, or to make a fair distribution of services and facilities 
for tenants generally. .This bill also docs not prohibit a landlord from 
taking action against a tenant who fails to quietly enjoy the premises, 
or fails to occupy and use the premises in a clean and safe condition. 
Aloo, it is clear, tnat a landlord can provide reasonable provisions in a 
lease limiting' the number of persons occupying a unit, without regard to 
issues of parentage.

In odnCi.-sion, wo believe this legislation should prohibit discrimina­
tion agalnou J ^.viduals due to their parenthood status, while still al­
lowing a landlord -the existing legal controls over thi use and occupancy 
' ‘ '.a rental units.

LETTER OF D.TP7T

CSHB 356

April 30, 3981

The Honorable Jim Duncan

OoTmitteo on Judiciary

FB/MF/dm





Alaska ^latc ffiegislaturc
M E M B E R KETCHIKAN

H O U S E  JUDICIARY C O M M IT T E E 3 8 5 5  E V E R G R E E N  

KETCHIKAN. ALASKA 9 9 901H O U SE LABOR A N D  C O M M E R C E  C O M M ITTE E

H O U S E  SPEC IAL C O M M IT T E E  ON LO A N S 

H O U S E  FIN A N C E S U B C O M M ITTE E  FO R 
N ATU RAL R E S O U R C E S  F IS H  AND G AM E. 

A N D  E N V IR O N M E N T  C O N S E R V A TIO N •Hiiuse nf lScprcsEntatTUEs
(D U R IN G  S E S S IO N ) 

POUCH V 
JU N EAU . ALASKA 99811 

(9 0 7 ) 4 6 5 -4 9 4 4

R EPR ESEN TA TIVE

RON WENDTE
MEMORANDUM

To Representative Furnace, Chairman 

Labor and Commerce Committee 

H o u s e  of Representatives

Fro m Representative Ron Wendte .u .
Date: M a r c h  9,1982

Re R e v i e w  of Alaska Power Authority

In recent weeks, there has been much discussion concerning Alaska Power 

Authority, the Tyee Hydro Project, Susitna, e t c . in legislative commit­

tees and in the news. The Alaska Power Authority (APA) and hydro power 

in themselves are viable concepts. However, the questions surrounding 

A PA leave considerable doubts in the inind of the public. I believe that 

we, in the House Labor and Commerce Committee, should begin a review of 

the Alaska Power Authority in order to outline what the problems are and 

to make recommendations to resolve those problems.

Because Tyee is only nine months from completion and has been very 

n early an A P A  project from inception, I feel that it would be an ex­
tremely good example for review.

It is my suggestion that the Labor and Commerce Committee appoint a 

sub-committee of one-month duration to look into Alaska Power Authority 

and the Tyee Project with a final report and recommendations due on 

April 15, 1983. Because of the vast amounts of material and the w o r k­

load already placed on most staff people, I would also suggest that an 

aide or researcher be hired to serve as staff to the sub-committee 

d uring that one-month.

The Sub-committee should do an overview of Tyee that would consist of 

the following points:

1) Were the proper feasibility studies done, in particular, were 

they rechecked when the original cost estimates of the project 

wer e  shown to be too low?



2) Did A P A  look carefully at alternate sites, smaller projects, 

or even alternative power sources?

3) Has A P A  followed legislative mandate in all annual reports and 

project status reports?

a) On the basis of what information did the Legislature 

approve the funding of Tyee?

b) Have the statements made to the Legislature been 

consistent with development of information on Tyee as 

the project progressed?

A) Was management thorough in using correct contracting

procedures?

a) The problem of wrap-up has been discussed and 

legislation has been recommended. However, further study 

should be done on wrap-up as one element of the total 

project and what impact wrap-up had on cost over-runs and 

contracting procedures.

b) What were the trade-offs in the decision to not 

relieve the: engineer of responsibility for the project?

A) What procedures are used in developing cost estimates and

h ow thorough is management in checking those estimates?

a) What :ls the explanation for significant differences 

in the various estimates on the project costs?

b) Do we know with certainty at this time what the 

final costs of the project will be?

5) Did the project costs get out of control and, if so, at what

time did the project costs get out of control?

a) What steps were taken to control the escalating

costs of the project?

t>) There are excessive numbers of change orders in the 

Tyee project. Were all of these necessary and what could

ha v e  been done to prevent this problem?

6) Has the Legislature been at fault by constantly changing the 

ground rules by which APA operates or allowing too much 

latitude in the: operation of APA?

7) What has been the specific impact of each legislative change
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as the Tyee project progressed (i.e., "Blackmail Clause, SB 25 
and 26, HB 9, etc.)?

8) What steps are n ecessary to resolve the crisis we face with 
the Tye e  project?

a) Do the problems with Tyee apply to other APA 
projects?

b) Who should bear the burden for the cost over-runs —  

the utilities, m unicipalities (customers) or the State of 

Alaska?

And finally and most importantly,

9) What recommendations or legislation should be adopted by the 

Labor and Commerce Committee to prevent these problems from 

arising again?

Increased energy usage throughout the State, declining oil revenues and 

an eventual end to fossil fuels demand a workable energy plan for 

Alaska. Some corrections have been made within APA by changes in 

legislation, by the APA board and by the APA management. This review 

should not be a surgical procedure, but rather, an examination, diagno­
sis and cure.



S P x - • ? i . •;TXi  V  O ' . ^ \ u 1 d i t a 5 0 d  t r a i l  r a c e ' ■ • r i ; : v >  - • *

' :  ;•*:;:*• r < v 7 -if-" *•*•'-' .-V; 7 •. i s  s i  b u d g e t- ;-*• • ,••■ />.•.- - < J ~ r  . , • • .  J
' r . '  -. ’ :  .5 • A ’r i . V  i f .  • • ' ' . ..'• .’ , v ‘ ' I

I NCOME:  ^  r - .  ___ A.  ...

Sweepstakes \  ji ‘ •
; E n t r y  Fees •* ■ . ' ; '  ..A r. V ,•_. :

. . .  yAppropriation^f..V y .f t ^ S V ?.ji . ’j  -
•■•• Grants - "ta ,.1'cV;i"=’‘7.;>■•; •• •••

C a l p c  . 7 .?V\" . -P la g u e  S a le s  
M sT bersh ips-liT i 
Runner •'•'/•-.■
P x cera ticn a l S a le s  ’••. V 
B an q u et.. ; . . : " ■

■ ■„• • M i s c . ' . 7 ' • '•• 7 ' :7'
. T o ta l  Incocne y '

■ ADMINISTRATIVE EXPENSE: :

$104,000 •: -  -  -  V
• 73,430 _ -r'7.- . :.;T

5o,ooo.-." 77. V -  :: ‘
• 25,000
. 2 0 , 0 0 0 7 *  ■ ---T: -I •

6,000 • V--;:.77.'7r.‘-  9,000  y  *■ ? y ■; -  • v ' If • • •• * -•» • .•  .  .  _• *> ' *■ .  * « I T~, * , 1
60,000 '• ■ -:-7r - • . • • v>- v  :  v , " r . I
26,225 y. ■ "-v,“ ;  • -

• * 7,000 - Vl*; ■ • "■ :  \ -
$380,655 . ..>XSV

M a ilin g s .*■ ' j - '  . .. $ 550
T ra v e l ' " ‘ i V "" ;— 7 '■ 300
-Refit' £ le a s e s  —--------.. 1,820
Wa’̂ s  * ' • 19,000
•ifelebone ‘ \ 8,500
O ffic e  Su p p lie s  £ Po stage •* 4,300
S ta tio n e ry  £ P r in t in g 6,300
Runner 7,000
L e g a l . , *: 750
M isc . ; : 4,100

—  •----------- •.-------------------------- -$ 52,620
DIRECT RACE EXPENSE:

•

T r a i l  
Ram Radio
C neocers £ u n i c i a j j
V eterinarians
A i r  T ra n sp o rta tio n
P r iz e  Money
T ro p h ies
Headquarters
B a n q u e t  . ’•
M isc.

INDIRECT RACE EXPENSE:
• Goods fo r  R e sa le  

A d v e r t is in g  & Pub lic  
R e la tio n s

’ Sweepstakes £ R a f f le s  
M isc.

$ 12,000 
12,000 
21,500 
7,000 

39,000 
101,500

1.300
4.300 

18,900
4,035

$221,535

$ 40,000
12,000
51,000

3,000
$106,000

TOTAL EXPENSE

•O
*



MARCH 20, 1984

TO: JOHN

FROM: KEN

RE: HB 141 "MAKING AN APPROPRIATION TO THE IDITAROD

TRAIL  COMMITTEE"

HB 141 WOULD AUTHORIZE AN APPROPRIATION TO THE IDITAROD 

TRAIL  COMMITTEE TO BUILD A HEADQUARTERS BUILDING IN THE 

WASILLA AREA. THE BILL WOULD PROVIDE 422 THOUSAND DOL­

LARS FOR CONSTRUCTION OF THE BUILDING. SINCE ITS INTRO­

DUCTION THE AMOUNT NEEDED FOR THE FACILITY HAS BEEN 

REVISED TO 388 THOUSAND DOLLARS.

1. THE DEPARTMENT HAS STATED IT DOES NOT HAVE THE AU­

THORITY TO GRANT THE IDITAROD TRAIL  COMMITTEE THIS FUND­

ING. WHY IS THAT ?

2. HOW DID THE IDITAROD TRAIL  COMMITTEE ARRIVE AT ITS 

FICURES FOR CONSTRUCTION OF THE HEADQUARTERS FACILITY ?

3. IF FUNDING FOR THE THE HEADQUARTERS IS APPROVED, WILL 

THE TRAIL  COMMITTEE BE ABLE TO GENERATE ENOUGH REVENUE 

SO IT WILL NOT NEED TO ASK FOR GRANTS FROM THE STATE 

EACH YEAR TO PUT ON THE RACE ?



IDITAROD TRAIL COMMITTEE, INC. 

POUCH X 

WASILLA, AK. 99687

GRANT PROPOSAL



January 19, 1983

Ronald L. Larson 

Alaska State Legislature 

Pouch V (MS 3100)

Juneau, Ak. 99811

Dear Mr. Larson:

Iditarod '83 will start our second decade of the longest sled 

dog race in the world. And, quite frankly, we are proud of our con­

tribution to promoting Alaska and long distance sled dog racing. Our 

emphasis has always been on strict rules regarding treatment of dogs 

on the trail and sportsmanship among the mushers. ITC has always wanted 

to reflect the most positive image possible on both the Iditarod and the 

State of Alaska.

This race we arc expecting a record breaking number of mushers 

to sign up. In addition to the teams, we have hundreds of volunteers 

working hundreds of hours seeing to the details of the race from Anchor­

age to Nome. Our volunteers give of their time and many put expensive 

equipment, such as HAM radios and airplanes, on the line x’or us. People 

from every walk of life, lawyers, v e t r a n n r i a n s , pilots, trappers, engi­

neers clerks, subsistence dwellers, all Join together in a special 

comaraderie.

Pouch X , Wasilla, Alaska 99687 -  (907) 376-5155
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Our news media coverage is international. The race has been 

filmed and reported by the British, Spaniards, Canadians, Germans, and 

we are working with STV in Japan on the possibility of filming Iditarod 

•83. CBS and ABC have covered the race.. The thirty minute ABC 20/20 

show last spring on the race and Susan 3utcher has prompted inquiries 

from all over the lower 1+8.

The January issue f GEO Magazine has an article on Iditarod. 

National Geographic will follow with a story in their March issue. And 

once again, CES has international rights to live coverage of Iditarod 

'83.

Iditarod Sled Dog Race has become a year 'round business. 

Although we have tremendous sponsors for the race, we must turn to the 

State again and hope you merit our contributions to tourism and State 

exposure worthy of support of our two proposals.

The first proposal deals with the race itself. These requests 

are ones we feel will enhance the quality, safety, and organization of 

the Iditarod.

Our second proposal is for a much needed permanent headquarter 

This building woula include our offices, a sales outlet, and a museum.
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MEDIClAL CARE AND DRUG TESTING PROGRAM FOR DOGS 

Our vetranarians try to be at every checkpoint to check and 

administer any needed care to the dogs. The vets have the f-nal say on 

a dog continuing in the Race, They also have medical supplies available 

to treat minor irritations and injuries. And, as our rules state, any 

dog that expires on the trail must have an autopsy.

Because of the rich purse and intense competition among 

mushers, ITC makes it a priority to keep drugs from being used on a dog,

The vets have a right to randomly check dogs during the race for drugs.

Then all dogs are checked at the end of the race. These samples are 

sent to Cornell University in New York for analysis.

For medical supplies, autopsies, drug testing supplies, sample 

shipping cost, and analysis.

C o s t ............................................................. $9,850.00

IDITAROD AIR FORCE 

Our trail Air Force is composed of volunteers who are willing 

to fly their planes along the trail to move dog food, vets, hams, dropped 

dogs, race officials, and any other person or object needing to go from 

checkpoint to checkpoint. Because of the financial restrictions on the 

Iditarod, we have never been able to provide the full protection the 

piivate pilot needs. Airplanes and parts have become so expensive; we 

can no longer recruit pilcts and expect them to "outofpocket" any 'amage 

to their plane while flying for the Iditarod.

Full coverage aviation insurance fo-’ Iditarod Air Force during 

M a r c h ....................................  $5,050.00



AIRCRAFT

Each year our trail manager must start earlier flying up the 

trail. Checkpoints and checkers must he secured. Trail breaking, 

marking, and maintenance must be coordinated. All of this is done 

before the race.

During the race, it is becoming essential ITC have a plane at 

our disposal. Each year brings different emergencies. We must get our 

Race Marshal to a checkpoint, or a doctor in to treat an injured musher, 

or a vet to an injured dog. To ensure the safety of our mushers and 

their tsams, the enforcements of our rules, and a organized operation, 

we are requesting funding for a Maule M-6 airplane.

C o s t   ...................................................... $1*8,000.00

RADIOS

For better communications so we are able to respond to problems 

and emergencies, we need high frequency portable radios. These radios 

m a y  be used by our pilots or ground crews.

Four (It) HF R adios ....................................... $1*,750.00

SN0WMACHINES

Of course there are times when all air support is grounded by 

weather, But our race continues. To enable our officials and trail 

breaking crews to operate we need double track machines. If we have an 

emergency somewhere a plane cannot land, we need the machines to get to 

the location. And, just to have the ability to maintain surveillance 

between checkpoints, the machines would be invaluable.

Two Alpine double track snowmachines...................... $10,1*00.00
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Each year we offer a $100,000.00 purse to the top twenty

mushers. This distinguished the Iditarod as not only the longest sled 

dog race in the world, but also the richest. This purse also ensures the 

Iditarod a place in the major athletic events in the world. The purse 

gives mushers the incentive to train for the race. Consequently we have 

mushers and teams that are physically and mentally prepared to challenge 

the Iditarod Trail.

Money for p u r s e .................................................. $35,000.00

TOTAL OF PROPOSAL ttl $113,050.00
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PERMANENT IDITAROD HEADQUARTERS

Each year interest in the Iditarod Sled Dog Race grows. 

According to surveys done with our out of state visitors, the Iditarod 

fulfills the image and fantasy of Alaska. News media from the world 

over come to report the "Last Great Race." Because of the coverage, 

more and more tourists want to visit Iditarod Headquarters and see first 

hand the operation of the race.

After ten years we have collected invaluable paraphernalia 

connected with each race. These items are a part of our history, but 

are perilously close to being lost because we have no place to store 

them. The impression etch visitor or reporter leaves our headquarters 

with reflects on the Iditarod and our great state.

At present we are located above Teeland's Country Store in

Wasilla. As our volumn of traffic increases, not only is it disruptive

to Teelands, but our own space is grossly strained. We have no place to 

store our race records or paraphernalia. Nor do we have the space to 

accommodate volunteers working on the race and visitors at the same 

time.

Because of the problems listed above, the Iditarod Sled Dog 

Race is requesting funding for a permanent headquartes in Wasilla. We

want our building to be in the true spirit of Alaskan history and dog

mushing, so our decor would be styled on a log cabin —  Roadhouse theme. 

To complement our building, we need an acre of land that can be land­

scaped to encourage visitors to stop and enjoy.

In our headquarters we need office space, storage area, 

conference room, retail sales outlet and a museum. Maximum exposure for 

our building is a must to ensure us the tourist and drop in trade we



will count on to cover operation and raaintence.

Our request is for: a 3350 sq. ft. building at $100 per foot

building .

C o s t ............................................................$335,000.00

One acre land located on Parks Highway in or about Wasilla. 

Cost .......................................................... $ 26,000.00

Office equipment, furnishings, display cases, cash register, 

shelves, hangers, and protective equipment for museum.

u t f

C o s t ...............  ........................................... V * 15 tTUTT?
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Landscaping, artwork, outside tables and benches and

plaque
p  •j'to

C o s t ............................................................ it .nf nnn on

TOTAL REQUEST $1)22,800.00
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T O I  I IF M U J I M  

Tffii ! L H (®O D E S
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  Ja n u a ry  30, 1984

SUBJECT: I d i t a r o d  A p p ro p r ia t io n
(HB 142)

TO: R e p re s e n ta t iv e  Ron L a rso n
FROM: jjO /^ L in n  H. A sp e r

L e g i s l a t i v e  Counsel

I t  has come to  my a t t e n t io n  th a t  th e  D epartm en t o f  Commerce and Economic Development (DC & ED) has ta k en  th e  p o s i t io n  th a t  i t  i s  n o t th e  a p p ro p r ia te  d ep a rtm en t to  a d m in is te r  th e  g ra n t to  th e  Id i t a r o d  T r a i l  Comm ittee c o n ta in e d  in  HB 142.
My in fo rm a tio n  i s  th a t  DC & ED fe e l3  th a t  i t  canno t r e c e iv e  th e  a p p ro p r ia t io n  because i t  does n o t have th e  power to  make g r a n t s .  However, in  i t s  p re s e n t fo rm a t HB 142 does n o t e s t a b l i s h  a g ra n t program  to  be o p e ra te d  by th e  d ep a rtm en t. 
In s te a d  i t  i s  a g ra n t from  th e  l e g i s l a t u r e  to  a named non -m un ic ip a l g ra n t r e c ip i e n t .  Under AS 37.05.316 such g r a n ts  must be a d m in is te re d  by a d ep a rtm en t. T h u s , DC & ED i s  n o t b e in g  re q u ire d  to  make th e  g r a n t r o n ly  to  a d m in is te r  i t .  T h is  a d m in i s t r a t io n  fu n c t io n  i s  a common one, e x e rc is e d  by DC & ED and o th e r  d ep a rtm en ts a l l  th e  tim e .
A no the r r e la te d  q u e s tio n  i s  w he the r t h i s  g ra n t m igh t be more a p p ro p r ia te ly  a d m in is te re d  by a n o th e r d ep a rtm en t, in  te rm s 
o f  th e  s u b je c t m a tte r  o f  th e  g r a n t .  I  c o n s id e re d  t h i s  
q u e s tio n  when I  p rep a red  the  b i l l  f o r  you and dec ided  th a t  
th e  Id i t a r o d  Race was a p rom o tio n a l e v e n t more a k in  to  th e  
to u r ism  fu n c t io n  o f th e  DC & ED th an  th e  re so u rc e s  
r e s p o n s i b i l i t i e s  o f  th e  D epartm ent o f  N a tu ra l R e so u rc e s , the  on ly  o th e r  l i k e l y  c an d id a te  f o r  th e  a d m in i s t r a t io n  jo b .S in ce  an amendment to  change th e  a d m in is te r in g  departm en t would r e q u ir e  th e  b i l l  to  go back to  th e  House c f  R e p re s e n ta t iv e s  fo r  a t i t l e  change, and s in c e  th e  DC & ED has th e  power to  a d m in is te r  th e  g r a n t  and seems to  be th e  
lo g i c a l  cho ice  to  do so , I  b e l ie v e  th e  h i l l  shou ld  rem ain  in  i t s  p re s e n t fo rm .

P O U C H Y  S T A T E  C A P I T O L  

J U N E A U  A L A S K A  9 9 8 I I  

9 0 7  < T A S  3 8 0 0

LILA: o j  b





CHAMBER OF COMMERCE
DRAWER 1300 

W ASILLA, ALASKA 99687 
(907) 3 7 S -2 12 1

FEB |  ̂ 19S3

Fe b r u a r y  3, 1983

St a t e  R e p r esenative Larson 

A l a s k a  State Legislature 

P o u c h  V

Juneau, A l a s k a  99811

D e a r  State R epresentative Larson:

The G r e a t e r  W a s i l l a  Chamber of Commerce w o u l d  like to e x t e n d  

o u r  support in establishing a p e r m a n e n t  h e a d q u a r t e r s  f o r  the 

Iditarod A s s o c i a t i o n  in the W a s illa area.

This a nnual e v e n t  has always created great e n t h u s i a s m  a n d  

in v o l v e m e n t  not only for the entire State of Alaska, b u t  the 

m a n y  t o u r i s t s  that come each year.

The e s t a b l i s h m e n t  of a permanent headqu a r t e r s  faci l i t y  w o u l d  

p r o v i d e  an attractive, functional addition to our c o m m u n i t y  f o r  the 

be n e f i t  of the growing tourism thct p r o v i d e s  fin a n c i a l  support, in 

o u r  valley.

Your h e l p  and support of t h i s  proposal w o u l d  als o  b e  g r e a t l y  

appreciated.

Sincerely,

R o b  Robinson 

Pre s i d e n t

rr/hh



I D I T A R O D  R E V I S E D  B U D G E T

H B  14 1 - A n  A c t  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t m e n t

o f C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  f o r  p a y m e n t  as  a g r a n t  

f o r  t h e  I d i t a r o d  T r a i l  C o m m i t t e e ,  Inc .,  f o r  c o n s t r u c t i o n  
o f a  p e r m a n e n t  I d i t a r o d  s l e d  d o g  r a c e  h e a d q u a r t e r s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .  - $ 4 2 2 , 8 0 0

L a n d  (2 6, 000 )

T h e  I d i t a r o d  T r a i l  C o m m i s s i o n  a r e  o p t i m i s t i c  t h a t  
t h e  l a n d  w i l l  b e  d o n a t e d

T a b l e s ,  b e n c h e s ,  l a n d s c a p i n g ,  a r t w o r k ,  e t c . (7,800)

It i s e x p e c t e d  t h a t  m a n y  o f  t h e s e  w i l l  b e  e i t h e r  
d o n a t e d  o r  w o r k e d  o n  b y  v o l u n t e e r s

R e v i s e d  a p p r o p r i a t i o n  - $ 3 8 9 , 0 0 0

H B  142 - A n  A c t  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t m e n t
o f C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  f o r  p a y m e n t s  a s  a g r a n  

f or t h e  I d i t a r o d  T r a i l  C o m m i t t e e ,  In c . ,  f o r  e x p e n s e s  of  
c o n d u c t i n g  -the 1 9 8 4  I d i t a r o d  s l e d  d o g  r a c e ;  a n d  p r o v i d i n g  
f or a n  e f f e c t i v e  d a t e .  - $ 1 1 3 , 0 5 0

E l i m i n l a t e  n e e d  o f M a u l e  M - 6  (48,0 00)

R e v i s e d  a p p r o p r i a t i o n $ 6 5 , 0 5 0



IDITAROD T R A I L  COMMITTED, IRC. 

POUCH X 

WASILLA, AK. 99687

GRANT PROP O S A L



R o n a l d  L. Larsen 

A l a s k a  S t a t e  Legislature 

P o u c h  V (MS 3100)

Juneau, Ak. 99311

D e a r  Mr. Larson:

Iditarod '83 vill start our second d ecade of t h e  l o n g e s t  sled 

d o g  race in the vorld. And, quite frankly, ve are proud o f  o u r  c o n­

tribution t o  promoting A laska and long distance sled dog r a c i n g .  Our 

emph a s i s  h a s  always been on strict rules regarding t r e a t m e n t  of do g s  

on the tr a i l  and sportsmanship among the mushers. ITC h as a l w a y s  w a n t e d  

to reflect the most positive image possible on b o t h  the I d i t a r o d  a n d  the 

S t a t e  of Alaska.

This race we are expecting a record b r e a k i n g  n u m b e r  o f  m u s h e r s  

to sign u r v In addition to the teams, we have h u n d r e d s  o f  v o l u n t e e r s  

w o r k i n g  hundreds of hours seeing to the details of the r a c e  f r o m  A n c h o r­

a g e  to \'ome. Our volunteers give of their time and many p v t  e x p e n s i v e  

equipment, such as H AM radios and airplanes, on the line f or us. P e o p l e  

f r o m  every wal k  of life, lawyers, v e t r a n a r i a n s , pilots, t r a p p e r s ,  e n g i­

n e e r s  clerks, subsistence dwellers, ell join t o g e t h e r  in a s p e c i a l  

conaraderie.

Pouch X ,  Wasilla, Alaska 99687 -  (9 0 7 ) 376-5155



Our news media coverage is international. The race h a s  "been

filled ar.d reported by the British, Spaniards, Canadians, Germans, a n d  

ve are w o r k i n g  w i t h  STV in Japan on the possibility of filming I d i t a r o d  

'c3. CBS and ABC have covered the race. The t hirty m inute A B C  2 0 / 2 0  

show last spring on the race and Susan Butcher has p r o m p t e d  i n q u i r i e s  

from all over the lover ^8.

The J a n u a r y  issue of GEO Magazine has an article on I ditarod. 

•,‘aticnal Geographic wil l  follow wi t h  a story in th e i r  March issue. And 

once again, CBS h as international rights to live coverage of I d i t a r o d  

’ £3.

I ditarod Sled Dog Race has become a ye a r  'round b u s i n e s s .  

Although ve have tremendous sponsors for the race, we must tur n  t o  t h e  

State again and hop e  you merit our contributions to t o u rism and S t a t e  

exposure worthy of support of our two proposals.

The first proposal deals with the race itself. T h e s e  r e q u e s t s  

are ones we feel will enhance the qualiiy, safety, and o r g a n i z a t i o n  of 

the Iditarod.

Our second proposal is for a much needed permanent h e a d q u a r t e r s .  

This b u i l d i n g  would include our offices, a sales outlet, and a m u s e u m .



I S D I C I A L  CAES AI.’D DRUG T E S TIKG P R O G R A M  FOR DOGS 

Our vetr&nari&ns try to be at every checkpoint t o  check a nd 

a d m i n i s t e r  any n e o a e d  care to the dogs. The vets have the f i n a l  say on 

a dog continuing in the Race. They also have m e d ical s u p p l i e s  a v a i l a b l e  

to t r e a t  minor irritations and injuries. And, as our rules state, any 

dog t h a t  expires on the trail must have an autopsy.

3:ecause of the rich purse and intense c o m p e t i t i o n  among 

mushers, ITC makes it a priority to keep drugs from b e i n g  u s e d  on a dog. 

The ve t s  have a right to randomly check dogs during the race for drugs. 

Then all dogs are checked at the end of the race. These s a m p l e s  are 

sent to Cornell University in Nev York for analysis.

For medical supplies, autopsies, drug t e s t i n g  supplies, sample 

shipping cost, a n d  analysis.

C o s t ............................................................... $ 9 ,850.00

IDITAROD AIR FORCE 

Our trail Air Force is composed of vol u n t e e r s  v h o  are w i l l i n g  

to fly their planes along the trail to move dog food, vets, hams, d r o p p e d  

doge, race officials, and any other person or object n e e d i n g  to go f r o m  

checkpoint to checkpoint. 5ecause of the financial restri c t i o n s  on t he 

Iditarod, we have nev. r been able to provide the full p r o t e c t i o n  the 

private pilot needs. Airplanes and parts have become so expensive, w e  

can no longer recruit pilots and expect them to "outofpocket" a n y  d a m a g e  

to t h e i r  plane while flying for the Iditarod.

Full coverage aviation insurance for Iditarod Air Force d u r i n g  

M a r c h .........................................................$5,050.00

IDITAROD 181*



AIRCRAFT

Each year our trail manager must start earlier flying u p  the 

trail. Checkpoints and checkers mus t  he cured. Trail b r eaking, 

marking, a n d  maintenance must be coordinated. All of this is done 

before the race.

During the race, it is beco m i n g  essential ITC have a p l a n e  at 

cur disposal. Each year brings different emergencies. We m u s t  g et our 

Race M a r shal to a checkpoint, or a doctor in to treat an injured musher, 

or a vet tc an injured dog. To ensure the safety of our m u s hers a nd 

their teams, the enforcements of our rules, and a organized operation, 

we are requesting funding for a Maule K - 6  airplane.

C o s t ................................................................$^8.000.00

RADIOS

For better communications so we are able to respond to problems 

and emergencies, we need high frequency portable radios. These radios 

m ay be used by our pilots or ground crews.

Four (fc) K F  R a d i o s  {. ,750.00

SN0WMACHINES

Of course there are times whe n  all air support is grounded by 

weather. But our race continues. To enable our officials a nd trail 

breaking crews to operate we need double track machines. If we hav e  an 

emergency somewhere a plane cannot land, ve need the mach i n e s  to get to 

the location. And, Just to have the ability to maintain._survei-HajTce 

between checkpoints, the machines would be invaluable.

Two Alpine double track snowraachines   : . $10,1*00.00



E a c h  year v e  offer a $101,300.00 p u r s e  to the t o p  t w e n t y  

musr.ers. T h i s  distinguished the Iditarod as not only the l o n g e s t  sled 

dog race in the world, but also the richest. This purse als o  e n s u r e s  the 

I d i t a r o d  a pl a c e  in the major athletic events in t he world. The p u r s e  

g i v e s  mushers the incentive to tr a i n  for the race. C o n s e q u e n t l y  w e  h a v e  

m u s h e r s  and teams that are ph y s i c a l l y  and ment a l l y  prepared to c h a l l e n g e  

the Iditarod Trail.

M o n e y  for p u r s e ................................................... $ 3 5 , 0 0 0 . 0 0

T O T A L  OF P R O P O S A L  til $ 1 1 3 , 0 5 0 . 0 0



P E R M A N E N T  IDITARCI H E A D Q U A R T E R S

Each yea r  ir. > *esz in the Iditarod Sled D og Race grows. 

A c c o r d i n g  to surveys done vith our ouz c f  state v i sitors, the I d i t a r o d  

fulf i l l s  the inage and fantasy of Alaska. Dews m e d i a  fro m  the w o r l d  

ever co m e  to report the "Last Great Race." Because of the coverage,

p u 's more touriszs want to vi s i t  Idizaroc H e a d q u a r t e r s  a nd see first 

hari. ' jration of the race.

.zer z e n  years ve have colieczed invaluable p a r a p h e r n a l i a  

c o n n e c u ^ u  with each race. These items a re a part of our history, b ut 

are p e r i l o u s l y  close to be i n g  lost because ve have no p l a c e  t o  store 

zhen. T he impression each visitor or reporter leaves our h e a d q u a r t e r s  

wit h  r e f l e c t s  on the Iditarcd and our great state.

At present we are located above Teeland's Country Store in 

vrasilla. As our voiumn of traffic increases, not only is it d i s r u p t i v e  

z o  Teelands, but o ur own space is grossly strained. We have no p l a c e  to 

stcre o ur race records or paraphernalia. Nor do we have t h e  space t o  

a c c o m m o d a t e  volunteers working on the race and visitors at the same 

zime.

Because of the problems listed above, the Idita r o d  Sled D o g  

Pace is requesting funding for a p ermanent headauartes in Wasilla. We 

want o u r  buil d i n g  to be in the true spirit of Alaskan h i s t o r y  and dog 

mush i n g ,  so our decor would be styled on a log cabin —  Roa d h o u s e  theme. 

To com p l e m e n t  o ur building, we need an acre of land that can be l a n d­

scaped to encourage visitors to stop and enioy.

Ir. our heacc'.arters ve need office space, storage area, 

conference room, re-ail sales outlet and a museum. M a x i m u m  expo s u r e  for 

cur b u i l d i n g  is a must to ensure us the zourist and drop in trade v  .



•. <' *

v i l l  rcur." on to cover operation and ns.ir.ter.ee.

Our r e q uest is for: a 3350 sc. ft. builcir.£ at $ 1 0 0  p e r  foot

bui ld in g .

C s s t ...............................................................$ 3 2 5 , 0 0 0 . 0 0

One acre land located or. Parks Kighvay in or a b o u t  Wasilla. 

Cost ............................................................. $ 2 6 , 0 0 0 . 0 0

O ffice equipment, furnishings, display cases, c a s h  r egister, 

s h e l v e s ,  hangers, and protective e q uipment for museum.

C c £ t ...............................................................:'S 4 4 , 0 0 0 . 0 0

l andscaping, artwork, outside tables a nd b e n c h e s  a na

p laq u e s .

C o s t ............................................................. . *$ 1 7 , 8  0 0

-------------  —  I —

T O T A L  P Z Q U Z S T $ii2 2 ,800.00
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X Z
S t a t e  o r  A l a s k a

O f F I C C  o r  T H E  G O V E R N O R
J  U N' JE A  U

F e b r u a r y  1, 1 9 8 3

T h e  H o n o r a b l e  J o e  L. H a y e s  

S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, s e c .  18 ,  o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e p e a l i n g  t h e  e x ­

i s t i n g  l a w  r e q u i r i n g  t r a i n  c r e w s  o f  c e r t a i n  m i n i m u m  s i z e s .  

T h e  e x i s t i n g  l a w  r e q u i r e s  t h a t  p a s s e n g e r  a n d  f r e i g h t  
t r a i n s  h a v e  c r e w s  o f  n o  l e s s  t h a n  f i v e  p e r s o n s ,  t h a t  a 

l i g h t  e n g i n e  w i t h o u t  c a r s  h a v e  a c r e w  o f  a t  l e a s t  t h r e e  
•• p e r s o n s ,  a n d  t h a t  a s w i t c h  e n g i n e  h a v e  a c r e w  o f  a t  l e a s t  

t h r e e  p e r s o n s .

T h e  r e p e a l  m a y  a l l o w  r a i l r o a d s  w i t h i n  t h e  s t a t e  t o  
d e t e r m i n e  c r e w  s i z e  b a s e d  o n  e c o n o m i c  a n d  o p e r a t i o n a l  

c o n c e r n s . H o w e v e r , t h i s  r e p e a l  d o e s  n o t  r e l i e v e  a 

r a i l r o a d  of  i t s  e x i s t i n g  o b l i g a t i o n  t o  o p e r a t e  w i t h  

c u s t o m a r y  d u e  c a r e  a n d  h i g h  r e g a r d  f o r  t h e  s a f e t y  o f  i t s  

p a s s e n g e r s ,  f r e i g h t ,  a n d  e m p l o y e e s .  T h e  r e p e a l  i s  n o t  

i n t e n d e d  t o  m a k e  a n y  p r o n o u n c e m e n t  o n  w h a t  i s  o r  i s  n o t  a n  
a p p r o p r i a t e  s u b j e c t  f o r  c o l l e c t i v e  b a r g a i n i n g .

I u r g e  y o u  t o  a p p r o v e  t h i s  b i l l .

S i n c e r e l y ,

G o v e r n o r



U F T S B Z m r o t tn cxn cE "

TWELFTH iz l x s i  a iu h e  

-H 3  CAL NOTE

REQUEST
Bill/Resolution N o._   __________
Title "An Act r e l a t i n g  t o  t r a i n  crew s i z e .

HOUSE B IL L  NO. 1 5 4

Requested bv Ru l e s  - Commi t t e e — ; te 1J W / 6T

H. FISCAL DETAIL 
Agency Affected _ Labor

Soc i a l  S e r v i c e sProgram Category Affected   ^
BRU, Program, o r Subprogram(s) Affected Commiss ioner ' s  O f f i c e
(N ote: I f  more than  one budget com ponent is affected, separate line-item am ounts and funding for each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FT 82 F Y  8 3 FY8U F Y  85 F Y S 5 - FY87
10Q PERSONAL SERVICES
2 0 0  T R A V E L

300 CONTRACTUAL
<100 c o m m o d i t i e s
500 EQUIPMENT
600 LAND' S  STRUCTURES
700 GR ANTS. CT.A IMS. ETC.

TOTAL
0 0 0

FUNDING (Thousands o f  Dollars)

GENERAL FUND 0 I 0 0 ! •
FEDERA L FUNDS 1 1
OTHER fSoecifv Fund Source) 1 1

1 1
1

POSITIONS
t i

I O I L  T IM E ________________ I_______ !________ !________!-------------------- j.
CART TIME_____________________  j___________  !___________ L
T E M P O R A R Y  1 I I I ! I

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) 

N, F i s c a l  I mpac t .

Ay
[V .  D A T E  J a n u a r y  2 7 ,  1 9 8 3  p r c ? ^ r f d  B Y  J udy KnTght__________

AGENCY Labor_______________________
Original: Legislative Finance PHONE qbb-2700________________
cc: Budzet and Manazement

Prime Sponsor (Firat Legislator Named)



uniter! transportation union

M a r c h  15, 1 9 8 2

T o :

T h i s  l e t t e r  s h o u l d  p r o v i d e  y o u  w i t h  s o m e  i n f o r m a t i o n  on 

S e n a t e  B i l l  N u m b e r  84 9,  " a n  act r e l a t i n g  to t r a i n  c r e w s " ,  a 
b i l l  to w h i c h  o u r  m e m b e r s h i p  is d e f i n i t e l y  o p p o s e d .  I h a v e  

pu t  t h i s  b r i e f  t o g e t h e r  to e x p l a i n  h o w  t h i s  b i l l  a f f e c t s  us  

h e r e  in Skagv/ay.

T h i s  is a c r i t i c a l  i s s u e  to us in Skagv/ay, a n d  w e  w o u l d  

c e r t a i n l y  a p p r e c i a t e  a n y  a s s i s t a n c e  w h i c h  y o u  c o u l d  g i v e  us  
in t h e  m a t t e r .  Vie a r e  at y o u r  d i s p o s a l  f o r  f u r t h e r  i n f o r m a ­

t i o n  an d  d i a l o g u e  at a n y  t i m e .

T h a n k  y o u  v e r y  m u c h .

I r e m a i n ,

C o r r i g a n  L. G a t e s  

L e g i s l a t i v e  R e p r e s e n t a t i v e  

U n i t e d  T r a n s p o r t a t i o n  U n i o n  

L o c a l  1 7 8 7



united transportation union
March 1 5 , 19P

U . T . U .  E r i e f  on S e n a t e  B i l l  N u m b e r  A S  2 3 . 1 0 . 4 2 0 ( a )

B a c k g r o u n d  I n f o r m a t i o n

T h e  W h i t e  P a s s  &  Y u k o n  R o u t e  R a i l r o a d ,  a C a n a d i a n -  

o w n e d  c o r p o r a t i o n  w i t h  h o m e  o f f i c e s  in W h i t e  H o r s e ,  Y u k o n  
T e r r i t o r y ,  i s  t h e  l a s t  o p e r a t i n g  ''gmmon c a r r i e r  t h r e e - f o o t  

w i d e  n a r r o w  g a u g e  r a i l r o a d  in N o r t h  A m e r i c a .  B u i l t  a t  t h e  

h e i g h t  of  t h e  K l o n d i k e  G o l d  R u s h  in 1 S 9 8 ,  it r u n s  1 1 0  m i l e s  

f r o m  t i d e w a t e r  a t  S k a g w a y ,  A l a s k a ,  to W h i t e h o r s e  in t h e  Y u k o n  
T e r r i t o r y .  S i n c e  1 9 7 0 ,  A m e r i c a n  c r e w s  ( w h o  u s e d  t o o p e r a t e  

a l l  t r a i n s  o n  t h e  r a i l r o a d )  run t he  41 m i l e s  t o  L a k e  B e n n e t t ,  
B . C . ,  t h e  d i v i s i o n  p o i n t ,  a n d  C a n a d i a n  c r e w s  t a k e  t h e  t r a i n s  

t h e  b a l a n c e  o f  t h e  d i s t a n c e  to W h i t e h o r s e .

T h o u g h  " m o d e r n "  in s o m e  r e s p e c t s ,  s u c h  a s  d i e s e l  l o c o­

m o t i v e s  an d  a c o n t a i n e r i z e d  f r e i g h t  h a n d l i n g  s y s t e m ,  the  

W P & Y R  c o n t e n d s  w i t h  s o m e  o f  th e w o r s t  t e r r a i n  a n d  c l i m a t e  

c o n d i t i o n s  in t h e  w o r l d .  T h e  C a n a d i a n  s i d e  f r o m  B e n n e t t  to 

W h i t e h o r s e  i s  f l a t  w i t h  o n l y  a f e w  g r a d e s ;  t h e  U . S .  d i v i s i o n  

is t h e  " t r i c k i e s t  p a r t  o f  t h e  r o a d " .

A l a s k a n  c r e w s  m u s t  d r a g  t h e i r  t r a i n s  u p  21 m i l e s  o f  3 . 9 %  

g r a d e  to r e a c h  t h e  s u m m i t ,  a n d  t h e n  c o n t e n d  w i t h  a n o t h e r  

p a s s  a n d  t w o  s h o r t  ( b u t  e q u a l l y  s t e e p )  g r a d e s  b e f o r e  r e a c h i n g  

B e n n e t t .  T h e  r e t u r n  to S k a g w a y  p r e s e r t s  t h e  p r o b l e m  o f  c o n ­
t r o l l i n g  6 0 - c a r  t r a i n s  o f  l e a d - z i n c  o r e  c o n c e n t r a t e s  o n  t h e  
s t e e p e s t  r a i l r o a d  g r a d e  in A m e r i c a .

T h e  r a i l r o a d  is i n t e r s p a c e d  w i t h  h i g h  w o o d e n  t r e s t l e s  
a n d  c l i f f - l i k e  r e t a i n i n g  w a l l s  w h i c h  p e r c h  t h e  t r a c k  a t h o u ­

s a n d  f e e t  a b o v e  t h e  c a n y o n  f l o o r  f o r  m i l e s .  B l i z z a r d s  h a v e  
d u m p e d  o v e r  f o u r  h u n d r e d  i n c h e s  on the s u m m i t  o f  W h i t e  P a s s ,  

a n d  t h o u g h  t h e r e  a r e  " g o o d "  y e a r s ,  th e r a i l r o a d  h a s  b e e n  b l o c k ­

a d e d  s o m e t i m e s  f o r  w e e k s  o n  end. T h e  w o r s t  s ^ o r m  s h u t  d o w n  
t h e  r o a d  f o r  21 d a y s .

T h e  g e o g r a p h y  a n d  w e a t h e r  c r e a t e  m o r e  t h a n  j u s t  m a n a g e ­

m e n t  p r o b l e m s ;  t h e y  c o m p o u n d  t h e  d a n g e r s  o f  r a i l r o a d i n g  to 
t h e  h i g h e s t  e x t e n t .  E v e n  on  a w e l l - m a i n t a i n e d  r a i l r o a d ,  

p u r s i n g  s a f e  o p e r a t i o n a l  s t a n d a r d s  is c r i t i c a l .  H e r e  it i s 

v e r y  l i t e r a l l y  a m a t t e r  o f  li fe  a n d  d e a t h .  A v a l a n c h e s  a n d  
r o c k  s l i d e s  p e r i o d i c a l l y  w i p e  c a r s  o v e r  t h e  s i d e ,  a n d  d e r a i l ­

m e n t s  ( w h i c h  o c c u r  v e r y  f r e q u e n t l y )  c o u l d  m e a n  d i s a s t e r  a t  
m a n y  l o c a t i o n s .  S u c h  a d i s a s t e r  w o u l d  e v e n  be e n v i r o n m e n t a l  

in i t s  s c o p e ,  s i n c e  t h e  p r o s p e c t  o f  t o n s  o f  l e a d  a n d  z i n c  
d u m p e d  i n t o  t h e  S k a g w a y  R i v e r  w o u l d  c e r t a i n l y  a f f e c t  l i f e  in 

t h e  w a t e r ,  a n d  d o w n  to t h e  sea.



U . T . U .  B r i e f 2 M a r c h  15, 1 9 8 2

T r a i n  c r e w s  h a v e  l e a r n e d  to t a k e  s a f e t y  a s  m o r e  t h a n  

j u s t  t h e  t i t l e  p a g e  in t h e  r u l e  b o o k .  A f t e r  a l l ,  w e ' r e  th e  

o n e s  o u t  t h e r e  in t h e  m i d d l e  of  it. F i v e - m a n  c r e w s  on  t h e  

V.'P&YR e x i s t  p r i m a r i l y  f o r  s a f e t y ,  in s p i t e  o f  m a n a g e m e n t ' s
s t a n d  on t h i s  b i l l .  H e r e  a r e  a f e w  e x a m p l e s :

1. I c e  b u i l d i n g  up b e t w e e n  t he  w h e e l s  a n d  t h e  b r a k e  

s h o e s  c a n  c a u s e  w i n t e r  b r a k e  f a i l u r e s .  T h e  C o m ­
p a n y  h a s  r e f u s e d  to u p g r a d e  t h e i r  e q u i p m e n t ,  a n d  

t h i s  l e a v e s  the c r e w  to d e a l  w i t h  p r o b l e m s  o u t  on 
t h e  r o a d .

2. S r i d g e s  a n d  t r e s t l e s  o n  th e r o a d  a r e  n o t  e q u i p p e d  
w i t h  w a l k w a y s .  A  t r a i n  w h i c h  is s t r e t c h e d  a c r o s s  

a  : L d g e l e a v e s  no w a l k i n g  (or c l i m b i n g )  r o o m  at

t h e  e d g e .  T h e r e f o r e ,  a b r a k e m a n  c a n n o t  w a l k  f r o m  
o n e  _ n d  o f  t h e  t r a i n  t o  t he  o t h e r ,  a n d  a s e c o n d  

b r a k e m a n  is n e e d e d  to w a l k  t h e  o t h e r  e n d  in e m e r ­
g e n c i e s .  T h i s  c a n  be c r i t i c a l .

3. I n  w i n t e r  m o n t h s  it o f t e n  t a k e s  t h e  c o m b i n e d  s t r e n g t h

o f  t w o  m e n  to s e t  a g o o d  s a f e  h a n d b r a k e  o n  a c a r ,

a n d  t h e  s a m e  f o r c e  of t w o  m e n  t o  " k n o c k - d o w n ” or 
r e m o v e  the b r a k e .  O n  o l d e r  c a r s  w i t h  f a u l t y  h a n d ­

b r a k e s  t h i s  a p p l i e s  a l l  y e a r ,  e v e n  w i t h  b r a k e  c l u b s .

4. T h e  " s o p h i s t i c a t e d  c o m m u n i c a t i o n s  s y s t e m s "  ( t w o -
w a y  r a d i o s )  in u s e  a r e  c o n t i n u a l l y  in f o r  r e p a i r  

a n d  a r e  p r o n e  to f a i l u r e .  T h e  c r e w s  do n o t  r e l y

o n  t h e m  b e c a u s e  o f  t h i s  s a f e t y  h a z a r d ,  a n d  h a n d  s i g ­

n a l s  a r e  r e g u l a r l y  u s e d  in s w i t c h i n g  m o v e s .

5. T h e  p r i m a r y  jo b o f  t h e  c r e w  w h i l e  u n d e r w a y  is to

w a t c h  for a n y  h i n t  o f  t r o u b l e  on o r  a r o u n d  t h e  t r a i n .
T h e  r a i l r o a d  is t w i s t e d  li ke  a p i e c e  o f  s p a g h e t t i  

w i t h  1 6  to 24° c u r v e s ,  a n d  t* .re a r e  d o c u m e n t e d  
c a s e s  o f  t h e  f i r e m a n ,  r i d i n g  o n  t h e  l e f t - h a n d  s i d e

o f  t h e  l o c o m o t i v e ,  s p o t t i n g  d a n g e r  w h i c h  w a s  o u t  o f  
t h e  e n g i n e e r ' s  l i n e  of  s i g h t  a n d  s t o p p i n g  t h e  
t r a i n .  S i m i l a r l y ,  b r a k e m e n  r i d e  a'- b o t h  e n d s  a n d  

w a t c h  o v e r  t h e  t r a i n  f o r  h o t b o x e s ,  l o a d s  s h i f t i n g  o r  

b r e a k i n g  l o o s e ,  b r o k e n  a x l e s  or w h e e l s ,  d o w n e d  
b r a k e  r i g g i n g ,  d e r a i l e d  c a r s ,  b r o k e n  r a i l s ,  f i r e s ,  

w a s h o u t s ,  etc.  T h u s ,  the m a n n i n g  p o s i t i o n s  a t  t h e  
h e a d - e n d  w i t h  t h e  e n g i n e e r  a n d  f i r e m a n  w a t c h i n g  t h e  

t r a c k  f r o m  t h e  l e a d  unit,  a b r a k e m a n  r i d i n g  t h e  

" r e a r "  or t r a i l i n g  u n i t  w a t c h i n g  o v e r  t h e  t r a i n  
b e h i n d ,  a n d  a c o n d u c t o r  a n d  r e a r - b r a k e m a n  o v e r s e e i n g  
t h e  t r a i n  a h e a d  o f  t h e  c a b o o s e  ( a n d  t h e  t r a c k  b e h i n d  

f o r  s i g n s  o f  d r a g g i n g  b r a k e  r i g g i n g  or  d e r a i l e d  

e q u i p m e n t )  h a v e  b e a n  e s t a b l i s h e d  f o r  t h e  s a f e  o p e r a -



w

t i o n  o f  th e t r a i n  w h i l e  u n d e r w a y .  D o z e n s  o f  d o c ­
u m e n t e d  c a s e s  e x i s t  o f  c r e w  m e n  at t h e i r  p o s i t i o n s  
s p o t t i n g  t r o u b l e  w h i c h  w o u l d  h a v e  g o n e  u n s e e n  by 

o t h e r  c r e w  m e m b e r s ,  a n d  t h u s  s a v i n g  t h e  C o m p a n y

t h o u s a n d s  o f  d o l l a r s  in r e p a i r s  a n d  w r e c k  c l e a n - u p
o p e r a t i o n s .

M o s t  i m p o r t a n t  t o  the c r e w  m e m b e r s  i n  t h e  l i g h t  o f  
s a f e t y  o n  t h e  r o a d  is t h e  g r i m  f a c t  t h a t  b e s i d e s  

d e a l i n g  w i t h  f a u l t y  l o c o m o t i v e s ,  a n t i q u a t e d  e q u i p ­

m e n t ,  a n d  t r a c k  a n d  b r i d g e  m a i n t e n a n c e  w h i c h  b a r e l y  

m e e t s  t h e  j o b  a t  hand, e m p l o y e e s  h a v e  to  d e a l  w i t h  
s n o w s l i d e s  a n d  c l i f f s  o v e r  w h i c h  a t r a i n ' s  p l u n g e  

w o u l d  m e a n  c e r t a i n  i n j u r y  or d e a t h .  T h e  s p e c t o r  o f  

a p a s s e n g e r  t r a i n  l o a d e d  w i t h  4 0 0  t o u r i s t s  g o i n g  

t h r o u g h  a r o t t e n  t r e s t l e ,  or d e r a i l i n g  h i g h  a b o v e  
" D e a d  H o r s e  G u l c h " ,  or b e i n g  h i t  by  a  r o c k  s l i d e  

(o n t o p  o f  t h e  1 9 0 0 - e r a  w o o d - r o o f e d  p a r l o r  c a r s  

w i t h  t h e i r  o l d  o i l  s t o v e s )  b r i n g s  s h u d d e r s  to  t h e  m e n  

w h o  a c t u a l l y  a r e  on b o a r d  as w e l l  a s  to m a n a g e m e n t .  

C r e w  m e m b e r s  to d e a l  w i t h  s u c h  a c c i d e n t s  a r e  e s s e n ­
ti a l .  E v e n  m o r e  f r i g h t e n i n g  in t h e  w i n t e r  s e a s o n  a r e  

t h e  s n o w s l i d e s .  T h e r e  h a s  b e e n  an i n c r e a s e  in w i n ­
te r  p a s s e n g e r  t r a f f i c  o v e r  t h e  l a s t  f e w  y e a r s ,  a n d  

t h u s  t h e  c r e w  i s  f a c e d  w i t h  t h e  a d d e d  b u r d e n  o f  p r o ­
t e c t i n g  t r a v e l e r s  as w e l l  as t h e m s e l v e s .

B r i e f  3 M a r c h  15, 1 9 8 2

W h i t e  P a s s  a n d  Y u k o n  Ltd. of V a n c o u v e r  is o w n e d  by 
F e d e r a l  I n d u s t r i e s ,  Ltd. of W i n n e p e g .  T h e  C a n a d i a n  

m a n a g e m e n t  is o n  an o v e r - a l l  c o s t - c u t t i n g  s p r e e  at 
t h i s  t i m e ,  a n d  a r e  t r y i n g  to t i g h t e n  u p  t h e i r  o p e r a ­

ti o n .  P a r t  of t h i s  h a s  i n c l u d e d  t h e  p o s t p o n e m e n t  o f  
t r a c k  r e p a i r s — a m a j o r  rail  r e p l a c e m e n t  p r o g r a m  w a s  

k n o c k e d  o u t  to s a v e  m o n e y — a n d  a n  a t t i t u d e  o f  " b e a t  

it 'til it d i e s "  t o w a r d  t h e i r  l o c o m o t i v e s ,  s o m e  o f  

w h i c h  a r e  n o w  2 8  y e a r s  ol d  a n d  in c r i t i c a l  n e e d  of  

r e p l a c e m e n t  or c o m p l e t e  l o n g - t e r m  o v e r h a u l .

B e c a u s e  t r a f f i c  is so h e a ^ y  at t h i s  t i m e ,  t h e  C o m ­

p a n y  c a n ' t  t a k e  t h e i r  e n g i n e s  o u t  o f  s e r v i c e  m u c h  
m o r e  t h a n  s t o p - a a p ,  r e p a i r s  on t h e  w o r s t  p r o b l e m s .  
E n g i n e  f a i l u r e s  or m a l f u n c t i o n s  a r e  a  c o m m o n  o c c u r -  

a n c e  o n  t h e  r a i l r o a d .  I t  is a l s o  w o r t h  n o t i n g  t h a t  
t h e  a v e r a g e  t r a i n  l e n g t h  in 1 9 6 9  w a s  3 0  c a r s ,  o p e r a ­

t e d  by f i v e  m e n .  T o d a y  the s a m e  f i v e  m e n  h a v e  to 

r u n  t r a i n s  t h a t  c a n  be 1 0 0  c a r s  l o n g  o u t  o f  W h i t e  
Pass. T h i s  is a c t u a l l y  m o r e  w o r k  f o r  e a c h  m a n  i n­
v o l v e d ,  w i t h  m o r r  w e i g h t  to c o n t e n d  w i t h , m o r e  c a r s  

to w a t c h  (a n d  to alk w h e n  c h e c k i n g  t h e  t r a i n ,  or in 
e m e r g e n c i e s ) ,  ar d e f i n i t e l y  m o r e  h a z a r d o u s .



2. R e m a r k a b l e  b u t  t ue in l i g h t  o f  t h e  t e r r a i n  a n d  o p e r ­
a t i o n a l  h a z a r d s  .>n t h e  WP&.YR is t h e  f a c t  t h a t  W h i t e  

P a s s  d o e s  n o t  l e g a l l y  h a v e  to c o m p l y  w i t h  F e d e r a l  

l a w s  c o n c e r n i n g  s a f e t y  a n d  o p e r a t i o n .  T h e  r e a s o n :  
W h i t e  P a s s  is " n a r r o w  g a u g e "  i n s t e a d  o f  " s t a n d a r d  
g a u g e "  (4* SJ;" w i d e  t r a c k ) ,  a n d  a s  s u c h  t h e  C o m p a n y  

c a n  u s u a l l y  s n e a k  by u n d e r  r e q u i r e m e n t s  a n d  r e g u l a ­

t i o n s  w h i c h  w o u l d  c l o s e  d o w n  a s t a n d a r d  g a u g e  r o a d  
“o u t s i d e " .  T h i s  a p p e a r s  to be an  o v e r s i g h t  by t h e  

F e d e r a l  R a i l r o a d  A d m i n i s t r a t i o n ,  b u t  is u n d e r s t a n d ­

a b l e  s i n c e  t h e  l i t t l e  k n o w n  a n d  o b s c u r e  W h i t e  P a s s

i s  t h e  l a s t  n a r r o w  g a u g e  c o m m o n  c a r r i e r  3 e f t  in t h e  
U . S .  A l s o ,  it i s  g e n e r a l l y  v i e w e d  a s  a  C a n a d i a n  

c o m p a n y .  T h e  21 m i l e s  w i t h i n  A l a s k a  u n d e r  j u r i s d i c ­

t i o n  o f  A m e r i c a n  law, u s u a l l y  s l i o e  by u n n o t i c e d .

3. M u c h  o f  the f r e i g h t  e q u i p m e n t ,  p a s s e n g e r  e q u i p m e n t  

a n d  a i r b r a k e  e q u i p m e n t  i s  a n t i q u a t e d  a n d  o f  m u s e u m  

v i n t a g e .  C r e w s  m u s t  d e a l  w i t h  t h i s  a s  w e l l  a s  o t h e r  
p r o b l e m s ,  a d d i n g  to o p e r a t i o n a l  h a z a r d s .

U . T . U .  B r i e f  4  M a r c h  15, 1 9 S 2

4. B e c a u s e  of a l l  t h e  p r e v i o u s  f a c t o r s ,  it i s  l i t t l e

w o n d e r  t h a t  th e W h i t e  P a s s  a c c i d e n t  a n d  s a f e t y  r e c o r d  
i s  a t t r o c i o u s .  S u m m e r  t r a v e l  h a s  i n c r e a s e d  e a c h  
y e a r ,  a n d  w i t h  it  the n u m b e r  of  a c c i d e n t  r e p o r t s .  

E m p l o y e e s  m u s t  be e x t r a  a x e r t  at a l l  t i m e s  t o  p r e ­

v e n t  i n j u r y  or d e a t h  f r o m  f a u l t y  e q u i p m e n t ,  d a n g e r ­

o u s  o p e r a t i o n a l  p r o c e d u r e s ,  or m a n a g e m e n t  d e c i s i o n s  
a f f e c t i n g  t r a i n  m o v e m e n t .  W h i t e  P a s s  e n j o y s  s a y i n g  

t h a t  t h e y  h a v e  " n e v e r  l o s t  a p a s s e n g e r ' s  l i f e "  in 

t h e i r  S O - y e a r  h i s t o r y .  T h e  m e n  w h o  r i d e  t h e  t r a i n s  

c a n  o n l y  c o u n t  t h e  n u m b e r  of d e a d  e m p l o y e e s  o v e r  t h e  

y e a r s ,  a n d  k n o c k  on w o o d .  T h e  C o m p a n y  is p l a y i n g  

R u s s i a n  R o u l e t t e  w i t h  h u m a n  l i v e s ,  a n d  t h e i r  o w n  

o d d s  g e t  w o r s e  by  r e d u c i n g  th e  n u m b e r  o f  m e n  on 

b o a r d  a  t r a i n  w h o  are a v a i l a b l e  to d e a l  w i t h  t h e  e x ­

p e c t e d — a n d  u n e x p e c t e d — h a z a r d s  of m o u n t a i n  r a i l r o a d ­
i n g  u n d e r  t h e  m o s t  e x t r e m e  c o n d i t i o n s .

S t a t e m e n t  o f  P o s i t i o n  by th e U n i t e d  T r a n s p o r t a t ion U n i o n

We  o f  t he U n i t e d  T r a n s p o r t a t i o n  U n i o n ,  L o c a l  1 7 8 7  in 

S k a g w a y ,  a r e  a d a m e n t l y  o p p o s e d  to S e n a t e  B i l l  S49,  a b i l l  
w h i c h  w i l l  a id  a n o n - r e s i d e n t  C a n a d i a n  c o r p o r a t i o n  b y  e l i m i n ­

a t i n g  A l a s k a n  j o b s  o n U . S .  soil . T h i s  is by i t s e l f  a  d a n g e r - ,  
o u s  i n t e r n a t i o n a l  p r e c e d e n t ,  w o r t h y  of c l o s e  a t t e n t i o n —  

p a r t i c u l a r l y  in l i g h t  o f  t h e  p r o p o s e d  A l c a n  g a s o l i n e  p r o j e c t .

F e w  p e o p l e  e v e n  k n o w  t h a t  t h e r e  i_s a r a i l r o a d  i n  S o u t h ­

e a s t  A l a s k a .  I n s t e a d  o f  r e p e a l i n g  the p r e s e n t  lav/, w e  p r o p o s e  
a r i d e r  s h o u _ d  be a d d e o  t h a t  w o u l d  e x e m p t  s t a t e  o w n e d  R a i l r o a d s .
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L a s t l y ,  v e r y  f e w  i n d i v i d u a l s  a r e  a w a r e  o f  t h e  d e l i c a t e  
b a l a n c e  t h a t  e x i s t s  in S k a g w a y  b e t w e e n  l a b o r  a n d  m a n a g e m e n t .  

V.e f e e l  t h a t  t he  i n t r o d u c t i o n  o f  t h i s  b i l l  is an  a t t e m p t  by 

t h e  C o m p a n y  t o  f u r t h e r  d r a i n  o u r  u n i o n  t r e a s u r y  a t t e n d i n g  a 

c a t t e r y  of h e a r i n g s  in J u n e a u .  T h e  l a s t  t i m e  w e  h a d  t o  t e s ­
t i f y  it i n v o l v e d  l o n g  h o u r s  a n d  m u c h  e x p e n s e —  s o m t h i n g  w h i c h  
t h e  C o m p a n y  c a n  e a s i l y  a f f o r d .

G i v e n  t h i s  s i t u a t i o n ,  o ur  m e m b e r s h i p  h a s  n o t h i n g  e x c e p t  

t h e  p r e s e n t  S t a t e  l a w  to p r o t e c t  us f r o m  th e  w h i m s  o f  a f o r ­

e i g n  c o r p o r a t i o n .  O u r  o n l y  d e f e n s e  at p r e s e n t  l i e s  in " A n  
A c t  r e l a t i n g  to t r a i n  c r e w s "  a s  set f o r t h  in S t a t e  law . I t  

w o u l d  t h u s  s e e m  b e y o n d  c o m p r e h e n s i o n  f o r  o u r  o w n  l a w m a k e r s —  

c u r  o w n  e l e c t e d  r e p r e s e n t a t i v e s — to v o t e  to " e p e a l  t h e  o n l y  
s e c u r i t y  w h i c h  w e  in S k a g w a y  h a v e  in t h e s e  d i f f i c u l t  d a y s .

C o r r i g a n  L. G a t e s  

L e g i s l a t i v e  R e p r e s e n t a t i v e  
U n i t e d  T r a n s p o r t a t i o n  U n i o n  
L o c a l  1 7 8 7

S k a g w a y ,  A l a s k a  9 9 8 4 0





R e g i s t e r P R O F E S S I O N A L  A N D
V O C A T I O N A L

12 A A C  6 0 . 0 9 0

12 A A C  6 0 . 9 5 0

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

A S S O C I A T E  E X A M I N E R S

12 A A C  6 0 . 0 9 0 ( a )  a n d  (b) a r e  r e p e a l e d .

12 A A C  60 is a m e n d e d  b y  a d d i n g  a n e w  a r t i c l e  t o  r e a d :

A R T I C L E  6. G E N E R A L  P R O V I S I O N S

S e c t i o n
950.  D e f i n i t i o n s

12 A A C  6 0 . 9 5 0 .  D E F I N I T I O N S .  In t h i s  c h a p t e r  a n d  A S  08 .86:

(1) " a c c r e d i t a t i o n "  m e a n s :

(A) an a c c r e d i t a t e d  s c h o o l  is o n e  w h i c h  is 
a c c r e d i t a t e d  b y  a n y  r e g i o n a l  a c c r e d i t i n g  a g e n c y  r e c o g ­

n i z e d  b y  t h e  A m e r i c a n  A s s o c i a t i o n  of  C o l l e g i a t e  R e g i s ­
t r a r s  a n d  A d m i s s i o n s  O f f i c e s .

(B) an a c c r e d i t a t e d  d o c t o r a l  p r o g r a m  is o n e
w h i c h  h a s  b e e n  a p p r o v e d  b y  t h e  A m e r i c a n  P s y c h o l o g i c a l

A s s o c i a t i o n  o r  w h i c h  is c l e a r l y  e q u i v a l e n t  to  th e  
s t a n d a r d  u s e d  b y  t h e  A m e r i c a n  P s y c h o l o g i c a l  A s s o c i ­
a t i o n .  T h e  b u r d e n  o f  e s t a b l i s h i n g  e q u i v a l e n t  s t a n d a r d s  

r e s t s  w i t h  t h e  a p p l i c a n t .

(2) " r e a s o n a b l e  c a u s e  o r  e x c u s a b l e  n e g l e c t "

m e a n s :

(A) c h r o n i c  i l l n e s s ;

(B) r e t i r e m e n t ;

(C) m i l i t a r y  s e r v i c e ;  a n d

(D) h a r d s h i p s  as i n d i v i d u a l l y  d e t e r m i n e d  b y

t h e  b o a r d .

(3) " t e c h n i c a l  m e e t i n g "  m e a n s  a p r o f e s s i o n a l  

m e e t i n g  i n c o r p o r a t i n g  f o r m a l  w r i t t e n  o r  o r a l  p r e s e n t a t i o n s  

o f  p s y c h o l o g y  r e l a t e d  r e s e a r c h ,  t h e o r y  o r  a p p l i e d  t o p i c s .

(4) " a p p r o p r i a t e  s u p e r v i s i o n "  as u s e d  i n
A S  0 8 . 8 6 . 1 8 0 ( b ) ( 1 )  m e a n s  s u p e r v i s i o n  b y  a l i c e n s e d  p s y c h o l o ­
g i s t  c o n s i s t e n t  w i t h  a c c e p t e d  p r o f e s s i o n a l  p r i o r i t i e s  in 
p s y c h o l o g y  a n d  w i t h  t h e  s u p e r v i s i n g  l i c e n s e d  b e i n g  r e s p o n ­
s i b l e  f o r  i n s u r i n g  t h e  e x t e n t ,  k i n d ,  a n d  q u a l i t y  o f  t h e  
p s y c h o l o g i c a l  s e r v i c e s  p e r f o r m e d  a r e  c o n s i s t e n t  w i t h  t h e  
t r a i n i n g  a n d  e x p e r i e n c e  o f  t h e  s u p e r v i s e d  p e r s o n .

(5) " p r o f e s s i o n a l  i n c o m p e t e n c e "  as  u s e d  in 

A S  08. 8 6 . 2 0 4 ( 7 )  (A) m e a n s  l a c k i n g  s u f f i c i e n t  k n o w l e d g e ,

- 1 -



Re g is ter P R O F E S S I O N A L  A N D
V O C A T I O N A L

12 AAC 60.950

s k i l l s ,  o r  p r o f e s s i o n a l  j u d g e m e n t  in  t h a t  f i e l d  of p r a c t i c e  
i n  w h i c h  t h e  p s y c h o l o g i s t  or p s y c h o l o g i c a l  a s s o c i a t e  c o n­
c e r n e d  e n g a g e s ,  t o  a d e g r e e  l i k e l y  t o  e n d a n g e r  t h e  m e n t a l  

h e a l t h  o r  w e l l - b e i n g  of h i s  o r  h e r  > a t i e n t s . (Eff. / / , 

R e g . )

A u t h o r i t y :  AS  0 8 . 8 6 . 0 8 0
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R e g i s t e r  P R O F E S S I O N A L  A N D  12 A A C  6 0 . 1 8 5
V O C A T I O N A L  R E G U L A T I O N S  12 A A C  6 0 . 2 6 0

12  A A C  60 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e ad :

12 A A C  60.. 185. E T H I C S  A N D  S T A N D A R D S .  (a) T h e  e t h i c s  

t o  b e  a d h e r e d  t o  b y  l i c e n s e d  p s y c h o l o g i s t s  a n d  l i c e n s e d  
p s y c h o l o g i c a l  a s s o c i a t e s  s h a l l  b e  t h e  " E t h i c a l  P r i n c i p l e s  o f  

P s y c h o l o g i s t s , "  ( 1 9 8 1  r e v i s i o n ) ,  o f  t h e  A m e r i c a n  P s y c h o -  
L o g i c a l  A s s o c i a t i o n .

(b) T h e  s t a n d a r d s  t o  b e  a d h e r e d  t o  b y  l i c e n s e d  p s y c h o l o  
g i s t s  a n d  l i c e n s e d  p s y c h o l o g i c a l  a s s o c i a t e s  r e n d e r i n g  p s y c h o ­

l o g i c a l  s e r v i c e s  i n  t h e  s t a t e  s h a l l  b e  t h e  " S t a n d a r d s  f o r  

P r o v i d e r s  o f  P s y c h o l o g i c a l  S e r v i c e s , "  ( J a n u a r y  1 9 7 7  e d i t i o n ) ,  

of  t h e  A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n .  (Eff. / / ,

R e g . )

A u t h o r i t y : A S  0 8 . 8 6 . 0 8 0  

1 2  A A C  60 is a m e n d e d  b y  a d d i n g  a n e w  a r t i c l e  t o  r e a d :

A R T I C L E  6. C O N T I N U I N G  E D U C A T I O N

S e c t i o n
250. S t a t e m e n t  o f  p u r p o s e  o f  c o n t i n u i n g  e d u c a t i o n  

260. H o u r s  o f  c o n t i n u i n g  e d u c a t i o n  r e q u i r e d  
270. C o m p u t a t i o n  o f  c o n t i n u i n g  e d u c a t i o n  
280. C o m p u t a t i o n  o f  a c a d e m i c  c o n t i n u i n g  e d u c a t i o n  h o u r s  

290. A c c e p t e d  s u b j e c t s
300. A p p r o v e d  n o n a c a d e m i c  c o n t i n u i n g  e d u c a t i o n  p r o g r a m s
310. I n d i v i d u a l  s t u d y
320. I n s t r u c t o r  o r  d i s c u s s i o n  l e a d e r
330. P u b l i c a t i o n s  a n d  p r e s e n t a t i o n s
340. R e i n s t a t e m e n t

350. R e p o r t  o f  c o n t i n u i n g  e d u c a t i o n

12 A A C  6 0 . 2 5 0 .  S T A T E M E N T  O F  P U R P O S E  O F  C O N T I N U I N G  

E D U C A T I O N .  T h e  p u r p o s e  o f  c o n t i n u i n g  p s y c h o l o g y  e d u c a t i o n  

is to i n s u r e  t h a t  t h e  r e n e w a l  o f  l i c e n s e s  is c o n t i n g e n t  u p o n  
p r o o f  o f  c o n t i n u e d  c o m p e t e n c y  a n d  a s s u r e  t h e  c o n s u m e r  o f  an 

o p t i m u m  q u a l i t y  o f  p s y c h o l o g i c a l  h e a l t h  c a r e  b y  r e q u i r i n g  
l i c e n s e d  p s y c h o l o g i s t s  a n d  p s y c h o l o g i c a l  a s s o c i a t e s  to 
p u r s u e  e d u c a t i o n  d e s i g n e d  t o  e n h a n c e  a n d  a d v a n c e  t h e i r  

p r o f e s s i o n a l  s k i l l s  a n d  k n o w l e d g e .  (Eff. / / , Re g.  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 6 0 .  H O U R S  O F  C O N T I N U I N G  E D U C A T I O N  R E Q U I R E D ,
(a) A n  a p p l i c a n t  f o r  r e n e w a l  o f  a l i c e n s e  as  a p s y c h o l o g i s t , 

o r  a p s y c h o l o g i c a l  a s s o c i a t e ,  o r i g i n a l l y  i s s u e d  b e f o r e  
J u l y  1, 1 9 8 1 ,  s h a l l  o b t a i n  40 c r e d i t  h o u r s  o f  d o c u m e n t e d  
c o n t i n u i n g  e d u c a t i o n  b e f o r e  t h e  J u n e  30, 1 9 8 5  a p p l i c a t i o n  

f o r  r e n e w a l .

(b) E a c h  p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  

s e e k i n g  r e n e w a l  o f  h i s  o r  h e r  l i c e n s e  o n  o r  a f t e r  J u l y  1, 
1 9 8 5 ,  m u s t  o b t a i n  a n  a v e r a g e  o f  2 0  c r e d i t  h o u r s  p e r  y e a r  of



R e g i s t e r P R O F E S S I O N A L  A N D

V O C A T I O N A L  R E G U L A T I O N S
12 A A C  6 0 . 2 7 0

12 A A C  6 0 . 3 0 0

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

c e n s i n g  p e r i o d .  (Eff. / / , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 7 0 .  C O M P U T A T I O N  O F  C O N T I N U I N G  E D U C A T I O N  

H O U R S .  (a) F o r  t h e  p u r p o s e s  o f  12 A A C  6 0 . 2 5 0 — 12 A A C  6 0 . 3 1 0 ,  
50 m i n u t e s  o f  i n s t r u c t i o n  c o n s t i t u t e s  o n e  h o u r .

(b) C r e d i t  is g i v e n  o n l y  f o r  f u l l  h o u r s  o f  i n s t r u c t i o n  
r e c e i v e d  a n d  n o t  f o r  a  f r a c t i o n  o f  a n  h o u r . t

(c) C r e d i t  is g i v e n  o n l y  fo r  c l a s s  a t t e n d a n c e  h o u r s  
a n d  n o t  f o r  h o u r s  d e v o t e d  t o  c l a s s  p r e p a r a t i o n .  (Eff. / / 
R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 8 0 .  C O M P U T A T I O N  O F  A C A D E M I C  C O N T I N U I N G  

E D U C A T I O N  H O U R S .  (a) O n e  q u a r t e r  h o u r  a c a d e m i c  c r e d i t  f r o m  
a c o l l e g e  o r  u n i v e r s i t y  c o n s t i t u t e s  10 h o u r s  o f  c o n t i n u i n g  

e d u c a t i o n .

(b) O n e  s e m e s t e r  h o u r  a c a d e m i c  c r e d i t  f r o m  a c o l l e g e  

o r  u n i v e r s i t y  c o n s t i t u t e s  15 h o u r s  o f  c o n t i n u i n g  e d u c a t i o n .  

(Eff. / / , Re g.  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 9 0 .  A C C E P T E D  S U B J E C T S .  (a) In o r d e r  t o  be 

a c c e p t e d  b y  t h e  b o a r d ,  t h e  s u b j e c t  of  a c o n t i n u i n g  e d u c a t i o n  

p r o g r a m  m u s t  c o n t r i b u t e  d i r e c t l y  t o  t h e  p r o f e s s i o n a l  c o m p e ­
t e n c y  o f  a p e r s o n  l i c e n s e d  to p r a c t i c e  as  a p s y c h o l o g i s t  or 

a p s y c h o l o g i c a l  a s s o c i a t e  a n d  b e  d i r e c t l y  r e l a t e d  to the 
c o n c e p t s  of  p s y c h o l o g i c a l  p r i n c i p l e s ,  e t h i c s  o r  p r a c t i c e s  as 
d e f i n e d  in AS 0 8 . 8 6 . 2 3 0 ( 2 ) .  (Eff / / , R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 5 )

12 A A C  6 0 . 3 0 0 .  A C C E P T E D  N O N A C A D E M I C  C O N T I N U I N G  E D U C A­
T I O N  P R O G R A M S .  (a) T h e  f o l l o w i n g  p r o g r a m s  a r e  a c c e p t e d  b y  
t h e  b o a r d  if t h e y  m e e t  t h e  r e q u i r e m e n t s  of 12 A A C  6 0 . 2 9 0 :

(1) p r o f e s s i o n a l  d e v e l o p m e n t  p r o g r a m s  o f  th e 
A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n  a n d  i ts s t a t e  s o c i e t i e s  

i n c l u d i n g  w o r k s h o p s ,  s e m i n a r s ,  s y m p o s i a ,  o r  a p r e s e n t a t i o n  
o f  a t e c h n i c a l  p a p e r ;

(2) c o l l e g e  o r  u n i v e r s i t y  s h o r t  c o u r s e s  n o t  

c a r r y i n g  a c a d e m i c  c r e d i t ;  a n d

(3) o t h e r  p r o f e s s i o n a l  c o n t i n u i n g  e d u c a t i o n  

p r o g r a m s  if  i n f o r m a t i o n  is s u p p l i e d  to  t h e  b o a r d  as f o l l o w s :
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R e g i s t e r  P R O F E S S I O N A L  A N D  12 A A C  6 0 . 3 1 0
V O C A T I O N A L  R E G U L A T I O N S  12 A A C  6 0 . 3 3 0

(A) n a m e  a n d  a d d r t s s  o f  p e r s o n  o r  o r g a n i ­
z a t i o n  s p o n s o r i n g  t h e  c o u r s e ;

(B) i n s t r u c t o r ' s  na,ie;

(C) t i t l e  o f  c o u r s e ;  a n d

(D) t h e  n u m b e r  o f  f u l l  f i f t y  m i n u t e  h o u r s  o f  

a c t u a l  i n s t r u c t i o n ;  a n d

(E) t h e  l o c a t i o n  a n d  d a t e s  t h e  c o u r s e  w a s  .be*
c o n d u c t e d .  (Eff. / / , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 1 0 .  I N D I V I D U A L  S T U D Y .  (a) T h e  n u m b e r  of 
h o u r s  o f  c o n t i n u i n g  e d u c a t i o n  c r e d i t  a w a r d e d  for c o m p l e t i o n  

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

a u d i o - c a s s e t t e  p r o g r a m ,  o r  o t h e r  i n d i v i d u a l  s t u d y  p r o g r a m  
w h i c h  r e q u i r e s  r e g i s t r a t i o n  a n d  p r o v i d e s  e v i d e n c e  of s a t i s­
f a c t o r y  c o m p l e t i o n  w i l l  b e  d e t e r m i n e d  b y  t h e  b o a r d  on  an 

i n d i v i d u a l  b a s i s .

(b) C o n t i n u i n g  e d u c a t i o n  c r e d i t  a w a r d e d  u n d e r  t h i s  

s e c t i o n  m a y  n o t  e x c e e d  o n e  h a l f  o f  t h e  t o t a l  c o n t i n u i n g
e d u c a t i o n  h o u r s  r e q u i r e d  in a n y  l i c e n s i n g  r e n e w a l  p e r i o d .

(Eff. / / , Re g.  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 2 0 .  I N S T R U C T O R  O R  D I S C U S S I O N  L E A D E R .
(a) O n e  h o u r  o f  c o n t i n u i n g  e d u c a t i o n  c r e d i t  is a w a r d e d  for 
e a c h  h o u r  c o m p l e t e d  a s  a n  i n s t r u c t o r  o r  d i s c u s s i o n  l e a d e r  of  

e d u c a t i o n a l  p r o g r a m s  m e e t i n g  t h e  r e q u i r e m e n t s  of  12 A A C  
6 0 . 2 5 0 - . 3 1 0 .  C r e d i t  is a w a r d e d  o n l y  for  t h e  i n i t i a l  c o u r s e  
o f  i n s t r u c t i o n  o f  t h e  s u b j e c t  m a t t e r  u n l e s s  t h e r e  h a v e  b e e n  

s u b s t a n t i a l l y  n e w  d e v e l o p m e n t s  in the s u b j e c t  s i n c e  the 
p r i o r  p r e s e n t a t i o n .

(b) C r e d i t  a w a r d e d  u n d e r  (a) of t h i s  s e c t i o n  m a y  n o t  
e x c e e d  o n e - t h i r d  o f  t h e  h o u r s  in a n y  l i c e n s i n g  period-.

(Eff. / / , Re g.  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 3 0 .  P U B L I C A T I O N S  A N D  P R E S E N T A T I O N S .  (a) T w e n t y  
(20) c r e d i t  h o u r s  o f  c o n t i n u i n g  e d u c a t i o n  w i l l  b e a w a r d e d  

f o r  e a c h

(1) a u t h o r s h i p  o f  a p u b l i c a t i o n  in a p r o f e s s i o n a l  
p s y c h o l o g y  j o u r n a l ,  p r o v i d i n g  t h e  p u b l i c a t i o n  r e l a t e s  d i­

r e c t l y  to t h e  c o n c e p t s  o f  p s y c h o l o g i c a l  p r i n c i p l e s ,  e t h i c s  
o r  p r a c t i c e s ,  a n d  is p u b l i s h e d  o r  a c c e p t e d  for  p u b l i c a t i o n  

d u r i n g  t h e  f o u r  y e a r  r e p o r t i n g  p e r i o d  i m m e d i a t e l y  p r e c e d i n g  

t h e  l i c e n s e  r e n e w a l ;  a n d
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R e g i s t e r  P R O F E S S I O N A L  A N D  12 A A C  6 0 . 3 4 0
V O C A T I O N A L  R E G U L A T I O N S  12 A A C  6 0 . 3 5 0

(2) w r i t t e n  o r  o r a l  p r e s e n t a t i o n  a t  â  m e e t i n g  of 
t h e  A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n ,  a t e c h n i c a l  m e e t i n g  
o f  a S t a t e  p s y c h o l o g y  s o c i e t y ,  o r  m e e t i n g  of  a p r o f e s s i o n a l  
p s y c h o l o g y - o r i e n t e d  o r g a n i z a t i o n ,  p r o v i d i n g  t h e  p r e s e n t a t i o n  
r e l a t e s  d i r e c t l y  to th e c o n c e p t s  o f  p s y c h o l o g i c a l  p r i n c i p l e s ,  

e t h i c s  o r  p r a c t i c e s ,  a n d  t h e  p r e s e n t a t i o n  o c c u r r e d  d u r i n g  
t h e  f o u r - y e a r  r e p o r t i n g  p e r i o d  i m m e d i a t e l y  p r e c e d i n g  t h e  
l i c e n s e  r e n e w a l ;  o r

(3) a u t h o r s h i p  o f  a p r o f e s s i o n a l  p s y c h o l o g y  b o o k  
o r  m o n o g r a p h  p u b l i s h e d  o r  a c c e p t e d  for. p u b l i c a t i o n  d u r i n g  

t h e  f o u r  y e a r  r e p o r t i n g  p e r i o d  i m m e d i a t e l y  p r e c e d i n g  the 

l i c e n s e  r e n e w a l .  (Eff. / ’/ , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 ) /

12 A A C  6 0 . 3 4 0 .  R E I N S T A T E M E N T .  (a) T h e  l i c e n s e  of  a n y  

l i c e n s e e  w h i c h  is n o t  r e n e w e d  b y  r e a s o n  o f  f a i l u r e  to c o m p l y  
w i t h  th e . c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  of  12 A A C  60. 2 5 C>— . 380, 

w i l l  b e  r e i n s t a t e d  o r  r e s t o r e d  to f u l l  c t a t u s  b y  s u b m i s s i o n  
t o  the b o a r d  o f  p r o o f  o f  t he  c o m p l e t i o n  u f  a l l  c o n t i n u i n g  

e d u c a t i o n  c r e d i t  h o u r s  r e q u i r e d .

(b) A l i c e n s e e  u n a b l e  t o o b t a i n  the  r e q u i r e d  c o n t i n u­

ing  e d u c a t i o n  h o u r s  for r e n e w a l  o f  h i s  o r  h e r  l i c e n s e ,  d ua  
to  r e a s o n a b l e  c a u s e  o r  e x c u s a b l e  ne.glect, m u s t  r e q u e s t  

e x e m p t i o n  s t a t u s  in w r i t i n g  to the b o a r d  a c c o m p a n i e d  b y  
s t a t e m e n t  e x p l a i n i n g  r e a s o n a b l e  c a u s e  o r  e x c u s a b l e  n e g l e c t .
T h e  b o a r d  w i l l  p r e s c r i b e  a n  a l t e r n a t i v e  m e t h o d  of c o m p l i a n c e  

t o  the c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  as d e e m e d  a p p r o ­
p r i a t e  t o  the i n d i v i d u a l  s i t u a t i o n .  (Eff. / / , Reg. )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 5 0 .  R E P O R T  O F  C O N T I N U I N G  E D U C A T I O N .  'a) A n  

a p p l i c a n t  f o r  r e n e w a l  o f  a l i c e n s e  to p r a c t i c e  p s y c h o l o g y  
s h a l l  s u b m i t ,  o n  a f o r m  p r o v i d e d  b y  the d e p a r t m e n t ,  a s w o r n  
s t a t e m e n t  o f  the c o n t i n u i n g  e d u c a t i o n  in w h i c h  h o  o r  sh e 

o a r t i c i p a t e d  o r  p u r s u e d .  T h e  s t a t e m e n t  m u s t  i n d i c a t e :

(1) t h e  s p o n s o r i n g  o r g a n i z a t i o n ;

(2) t h e  l o c a t i o n  o f  t h e  c o u r s e  o r  c o r r e s p o n d e n t ;

(3) t h e  t i t l e  o r  d e s c r i p t i o n  o f  c o u r s e  o r  b o t h ;

(4) t h e  p r i n c i p a l  i n s t r u c t o r ;

(5) t h e  d a t e s  o f  a t t e n d a n c e  o r  p e r i o d  o f  c o r ­
r e s p o n d e n c e  ;

(6) t h e  t i t l e s ,  i s s u e s  . ,.d d a t e s  o f  p u b l i c a t i o n s  

o r  p r e s e n t a t i o n s ;  a n d

- 4 -
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(7) t h e  n u m b e r  o f  c o n t i n u i n g  e d u c a t i o n  h o u r s

c l a i m e d .

(b) F a l s i f i c a t i o n  of  a n y  w r i t t e n  e v i d e n c e  s u b m i t t e d  to 

t h e  b o a r d  p u r s u a n t  t o  t h i s  s e c t i o n  s h a l l  b e  d e e m e d  t o b e  
u n p r o f e s s i o n a l  c o n d u c t  a n d  c o n s t i t u t e  g r o u n d s  f o r  l i c e n s u r e  

r e p r i m a n d ,  r e v o c a t i o n  o r  s u s p e n s i o n .  (Ef f / / , Rug. )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

-5-
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D E P A R T M E N T  OE C O M M E R C E  A  
ECONOMIC DEV E LOP ME NT

0 1  V I S I O N  O r  O C C U P A T I O N A L  L I C E N S I N G  '

P O U C H  D
J U N E A  U, A L A  S K A  99811 

P H O N E :  1907’ 465-2534

September 24, 1982

Mr. Harry D. Treager, Director 
Division of Occupational Licensing Department of Commerce and Economic Development 
Pouch DJuneau, Alaska 99811 
Dear Mr. Treager:
In compliance with AS 37 and AS 08 and on behalf of "he Board of Psychologist and Psychological Associate Examiner , I am submitting the enclosed Annual Report concerning the board's ac t iv i t ie s  and accomplishments fo r Fiscal Year 1982.
Should there be any questions concerning this report, please 
feel free to contact me. Thank you.

Sincerely

Paul E. Turner, Fn.D., Secretary Board of Psychologist and Psychological Associate Examiners
DRR/wfs 4/1
Enclosure
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The board undertook several major projects Qû inc, FY '82 including (1) Sunset Audit, (2) Continued Education Regulations. (3) Examination Revision, and (4) Enforcement of the Practice At...
Summary of the ac tiv i ty  of the 3aard of Psychologist and Psychological Associate Examiners fo r FY '82: The level of board activ ity  during FY'82 has been maintained at a re la tive ly  high level of productivity commensurate with the work completed during FY '81.
A substantive portion of the board's time has been spent dealing with issues related to the Sunset review. This process began in the summer of 1981 and continued through the end of May, 1982. The board responded to an audit by the Budget and Audit Committee of the Legislature in writing. The board has te s t i f ie d  at leg is la t ive  hearings regarding the Sunset of the board. Further, the board has written several responses to the.Sunset hearings subsequent to the division's opposition to the board and the Governor's veto. Throughout th is leg is la tive  process, the board has attempted to introduce several sta tu tory changes, although these have been unsupported by the Division of Occupational Licensing.
A great deal of e f fo r t  has been devoted to drafting continuing education 
regulations which has been tho subject of over a year's e ffo r t toward establishing c r i te r ia  that are equitable, e ffec tive , and relevant to Alaskans across the wid? range of community se ttings in which Psycho­logists and Associates often find themselves. The continuing education regulations have been through one public teleconference hearing and are in a d ra ft  that is presently acceptable for a final period of written comment and testimony from the public.
Investigative ac tiv i t ie s  of the board seem to have declined during this 
past year. Unfortunately, an investigator was present at only one meeting during the past fiscal year. At i t s  March meeting, the chief investigator met with the board to review the current status of cases pending. _ _  . . ______ _____
Licensing ac tiv i t ie s  seem to have increased during this past year in that nine Psychologists and f ive  Psychological Associates have sat for the two examinations held in October and April during the past fisca l year. As a consequence, eight new Psychologists and three associates 
have been licensed to practice. Hie trend toward an increased number of Associates is seen as evidence that master level individuals are being encouraged to enter the f ie ld ,  and secondly, the public is benefiting by a wider spectrum of individuals who are licensed to practice. At the present time, there are 81 active Psychology licenses and 10 Psychological Associate licenses.
The S ta teportion of the examination has been sign ifican tly  revised.For the April examination, the board eliminated a large portion of the 
exam which now focuses on law and ethics alone. This has allowed the board to devote a great, deal of tine to establishing a item pool fo r this area and to establish c r i te r ia  on scoring sheets for this exam­
ination. Further, this has resulted in a more e ff ic ien t and accurate means of quickly reporting scores back to individuals who are taking the 
examination.

N ARRATIVE STATEMENT /



The Attorney General's opinion on the conduct and record of board; 
meetings, to assure compliance with AS 44.52. 3x0 and AS 44.62. 312, has maintained improved conduct of board meetings and increased documen­
tation of board ac tiv ity , fu r th e r , the division has markedly improved i t s  recordkeeping in the tra.-scription of minutes of board meetings.All aspects of board meetings are presently taped.
Public ac t iv i ty  and information has been a major target area for the board during FY '82. Public hearings have been held relative to propa­gation of continuing education regulations. The board has made con­tinual progress in the provision of information to a variety of groups and individual private parties relative to psychology licensing. Members of the board have provided information to the Alaska Social Workers Association, the Alaska Psychological Association, Alaska School Psycho­logists Association, Alaska Mental Health Association, Alaska Mental 
Health Director's Association, and Governor's Advisory Council for Mental Health. All board meetings have been advertised across the State. .
Dr. Jim Greenough was appointed to the board during this la s t fiscal year.
The Licensing Examiner I fo r the Board of Psychologist and Psychological Associate Examiners was Evelyn Boone. The License Examiner I I  (super­visor) fo r  the Division of Occupational Licensing was Mrs. Jane English. The Director fo r the Division of Occupational Licensing fo r the past fiscal year has been Mr. Harry Treager.
EXAMINATIONS
The board held two examinations during the period of October 8-9, 1981 and Aprii 8-9, 1982. The Licensing Examiner administered the f i r s t  examination, and the Division of Occupational Licensing arranged fo r Anchorage personnel to administer the second examination. Three can­didates took the exam in October, and three individuals successfully passed the examination. There were ten candidates who took the exam in Aprii and six individuals completed theTxam.
The Board of Psychologist and Psychological Associate Examiners had a goal of four meetings, but was only able to meet three times, due to budget constraints.

Associated with che volume of work that comes up in the interim between mee'.ings, conference calls are utilized as a means to expedite important board busines-. Conference calls were held on the following dates:

Date Location
August, 1981 November, 1981 March, 1982

SitkaFairbanksJuneau

October 9, 1981 April 1, 1982



STATISTICAL DATA
-  -  I

Licenses Issued FY '80 FY '81 FY '82
Examination 12 3 7Endorsement 3 2 0Psychological Associate (Exam) 3 3 2  Temporary Permit.. 1 1 2

Expenditures fo r  Fiscal Years '80, '81, '82
TRAVEL

FY '80 FY '81 FY '82
In-State transportation (Examiner) In-State per diem (Examiner) In-State transportation (Board) In-State per diem (Board)Subtotal - Travel
CONTRACTUAL SERVICES
Postage & Mailing Long Distance telephone Photo Processing Printing & Binding Advertising Professional Services Membership Dues/Fees Subtotal
SUPPLIES AND MATERIALS
Office/Library Supplies

GRAND TOTAL

$ 960. 51 $ 1,352.00 $ 732,00509.85 864.35 629.001,4 3 0 . 00 2 , 094 . 85 4 , 800. 001,020.00 2,064.00 3,570.00$3,920. 36 $ 6, 375. 20 5 9,731.00

$ 22.97 $ 1.75 $ -0-724.97 532.74 434.91137.47 219.70 267.0098.00 - - 110.00269. 53 677.97 1,079.40692. 50 319.00 725. 00169.00 350. 00 345. 50$2,114.00 $ 2,101.16 $ 2.961.81

$ 91.00 $ ’ —  $
$6, 125. 36 $ 8,476. 36 12, 692. 81

Monies received for Fiscal Year $ 765. 00 $11,344. 75 $ 9,545.00



REVIEW OF PRIOR YEAR OBJECTIVES

Objective 1. The board has revised the scoring sheets and scoring system fo r the examination, reducing the response time for scoring the examinations, improving objectivity of scoring, and improving the accuracy of the compilation of te s t  scores. In April, 1982, the board developed an items pool fo r the State examination. This State exam­ination consists of an essay in law and ethics re la tive to the practices of psychology within the State of Alaska. An expanded item pool has been developed for this examination.
Objective 2: A third draft of continuing education regulations has beencompleted. A teleconference was held on these regulations in Sitka. No hearings have been schedueld since the la s t  meeting in March as the division has reported that a teleconference network cannot be obtained until the end of the leg isla tive session.
Objective 3: The board has been actively involved in the Sunset audit.The chairperson, Dr. Delys-Baglien, responded to the Office of Budget 
and Audit's report during the summer of 1981. The Division of Budget and Audit's report was not completed until December of 1981. Hearings were held on March 9 by a jo int House and Senate subcommittee. SB 823 
was introduced to both the House and Senate and successfully passed despite the division's opposition to the continuation of the board.Three members of the Doaru te s t i f ied  at the March 9 hearing and a 
written response to the division's opposition to the board was made.
Objective 4: No member of the board was able to attend the regional AASBP meeting at the Western Psychological Association, nor was any member of the board able tc attend the National AASBP meeting at the American Psychological Association. Board members received the AASBP newsletter to keep them up to date as to relevant issues fo r licensing.Board members also received a journal, Professional Practice of Psychology. The Secretary and Chairperson of the board have been actively involved with the division via telephone and correspondence to deal with intermittent board business.
Objective 5: An extensive e ffo r t to keep the public informed of boardac tiv itie s and to increase the public's knowledge of the practice of psychology has been made. Board members have responded to individual 
questions, complaints, and concerns related to the practice of psychology in the State. The board has held a public hearing on continuing education regulations. Individual members of the board have provided information to the public and have attended meetings of the Alaska Social Workers Association, Alaska Mental Health Association, Alaska Mental Health Director's Association, Governor's Advisory Council fo r Mental Health,Alaska Association for Mental Health, the Alaska Psychological Association, and Alaska School Psychologists Association.
Objective 6: The board had recommended several changes in the licensingstatutes during the past year, however, the division and the Governor would not introduce any new legislation for the board. Legislation was introduced in SB 823 to delete specialty licensing, to delete the psycho­therapy labels, and to redefine approved program. The Governor vetoed this legislation.



Objective 7: Two examinations were completed during FY '82 with the use
of the professional Examination Service and a State developed exam­ination. Seven individuals passed the psychology aspect of this exam­ination and two individuals passed the psychological associate aspect of th is examination.
Objective 8: There were 14 psychologist applications reviewed during FY
'82 and 4 psychological associate application:, reviewed. There has been an increase in the number of applicants fo r the psychologist and the associate levels.
Objective 9: Because cf oudget re s tra in ts , the board was able to meetonly three times during this la s t  fisca l year: meetings W2re held in Sitka, Fairbanks, and Ju au.
Objective 10: The board has attempted to increase public related input
in board ac tiv itie s by meeting across the State in diverse s i te s .Public input has been solicited through related ac tiv i t ie s  described in Objective 5.
Objective 11: The board has experienced a decrease in investigatoryac tiv i ty  as no investigator was present at board meetings until March of 
1982. At that time, investigations fo r the past fisca l year were re­viewed. Also at that time, the board passed a resolution requesting an investigator at every meeting in order to maintain a high degree of ac tiv ity  associated with enforcing the practice act.

I



FY '83 GOALS AND OBJECTIVES
Goals ;
I t  is the purpose of the board to ensure the public of quality, psy­chological care; to admit only qualified individuals in independent and 
associate psychological practice; to actively enforce a psychology practice act; to promote high standards of professional psychological practice; and to ensure the public of continuing competency of licensed psychologists and associates.
Objective 1. In order to ensure the continuing quality of psychological care to the public, i t  is in the public in terest co support legislation to continue the board.
Objective 2. Complete public comment fo r the continuing competency 
regulations and to adopt continuing competency regulations by the end of FY '83.
Objective 3. To increase board knowledge of pertinent issues related to psychology licensing by (a) ensuring that all members receive the journal, Professional Practice of Psychology; (b) all members receive the AASBP Newsletter; and (c) send a representative to the national or regional AASBP meeting. A budget allocation of $1,000 is required for this la s t  objective (c).
Objective 4. To increase the public's awareness of board ac tiv itie s ensure the public's knowledge of the purpose of the board, and to educate the publJ r regarding the practice of psychology. This objective will also include advertising in local and State media as well as having a public input period on each agenda.
Objective 5. Consideration of changes to be introduced to this Legis­lature including deletion of specialty, licensing deletion of the psychotherapy labels, and redefinition of an improved program.
Objective 6. Conduct two examinatio<is_d.uring FY '83, witn travel costs fo r  the examination of $300.00, per diem cost for examination of $160.00 fo r  a budget total of approximately S920.00.
Objective 7. Re'iew applications for licensure fo r psychology and psychological associate practice in an ottempt to increase the number of practitioners at the psychologist and associate levels.
Objective 8. Meet four times during FY '82 throughout the State with the estimated travel cost per meeting of $2,040.00 and the estimated per dietn per meeting of $960.00. This makes a total cost of $12,000.00 during this next fiscal year fo r meetings.
Objective 9. Increase board ac tiv ity  in investigatory matters regarding the practice act of psychology.
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S T A T E  O F  A L A S K A  

P R E L I M I N A R Y  S T A T E M E N T  O F  F I S C A L  I M P A C T  .

Sill Mo: H o u s e  Bill No. 1 8 1 _____________________________  O a t s  o n  B i l l :  2 / 0 9 / 8 3  ____________________ _____

T i t l e :  C o n t i n u i n g  t h e  e x i s t e n c e  o f  the B o a r d  o f Psychologist, and P s v r h  A s s o c i a t i o n  F>:am. I

S p o n s o r :  *_______________________

R e q u e s t o r :Coircnissioner1 s O f f i c e _____________________________________________________________________________________ _

1. E s t i m a t e d  f i s c a l  i m p a c t s  on:

'a. E x p e n d i t u r e s :

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

F Y 3 3 r ( 34- F Y  3 5 F Y  3 6

C a oi  ta i -0- -0- -0- -0-
G o e r a t i  n o .  -0- -0- -0- -0-

7 o t a  1 -0- -0- -0- -0-

b. R e v e n u e s :  

R e v e n u e

2. S o u r c e  o f  f u n d s  t o  o f f s e t  f i s c a l  i m p a c t  o f  b i l l :

3. A s s u m p t i o n s :

No  c o s t  is f o r e s e e n  to the D e p a r t m e n t  of  H e a l t h  and Social S e r v i c e s  as a res ult  o f  
this l egi il at i o n .

4. D i s c l a i m e r :

T h i s  s t a t e m e n t  h a s  n o t  b e e n  r e v i e w e d  b y  t h e  0 M B  in t he  O f f i c e  o f  t h e  G o v e r n o r .  It <! 

n o t  r e p r e s e n t  t h e  p o l i c y  o f  t h e  S h e f f i e l d  A d m i n i s t r a t i o n  o r  t h e  f i n a l  e s t i m a t e  o f  f • 

T m o a c t .

P h o n e :  4 6 5 - 3 3 7 0

D i v i s i o n :  Mental H e a l t h  and DD ; D a t e : 2 / 1 7 / 8 3

A o p r o v e d  b y  C o m m i s s i o n e r :  ' < D a t e :

D e p a r t m e n t :

5. D i s t r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e  

C o p y  t o  0 M B  

C o p y  to  S p o n s o r  

C o p v  to R e q u e s t o r 2 / 8 / 8 3
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P O S I T I O N  P A PE R  

H O U S E  BILL NO. 181

"Ail Act r e l a t i n g  to r e g u l a t i o n  of the p r a c t i c e  of p s y c h o l o g y  and 

c o n t i n u i n g  the e x i s t e n c e  of the B oa r d  of P s y c h o l o g i s t  and P s y c h o l o g i c a l  

A s s o c i a t e  Ex ami ne rs ;  a nd  p r o v i d i n g  f or  an e f f e c t i v e  date."

Pi scussion:

T h e  D i v i s i o n  of  Mental H e a l t h  and D e v e l o p m e n t a l  D i s a b i l i t i e s  s u pp o r t s  

the c o n t i n u a t i o n  of t h e  B o a r d  of  P s y c h o l o g i s t  and P s y c h ol o g i c a l  A s s o c i a t e  

E xami ner s. We  b e l i e v e  a b o a r d  c o m p o s e d  of l i c e n s e d  p s y c h o l o g i s t s  is i m p o r­

tant to insu re that p er s o n s  a p p l y i n g  f o r  l i c e n s e s  have the  p r o p e r  q u a l i f i c a­

tions an d e x p e r i e n c e  n e c e s s a r y  to p r o v i d e  a hi gh  q u a l i t y  o f  s erv ic e.  Also, 

the b o a r d  plays an i m p o r t a n t  role in d e v e l o p i n g  s t a n d a r d s  o f  s e r v i c e  fo r 

l i c e n s e d  p s y c h o l o g i s t s  and p s y c h o l o g i c a l  a s s o c i a t e s .

T h e  u t i l i z a t i o n  o f  boa rd s such  as this  is c o m m o n  p r a c t i c e  in the area 

of l i c e n s in g  and  o v e r s e e i n g  s er vi c e  d e l i v e r y ,  e s p e c i a l l y  in the are a of 

heal th care. For  e xa mp le ,  t he n u r s i ng  p r o f e s s i o n ,  m e dic al d o c t o r s ,  and 

o t h e r  fiel ds o f  h e a l t h  p r o v ide rs have  s i m i l a r  b o a r d s  c o m p o s e d  of t h e i r  

peers.

T h e  c o n t i n u a t i o n  of this b oa rd  will h e l p  to i n su r e  tha t A l a s k a ' s  

g ro w i n g  pub lic  and p ri v a t e  mental h e a l t h  s y s t e m  will p ro v i d e  a hig h q u a l i t y  

of s e r v i c e  by c o m p e t e n t  and q u a l i f i e d  men tal  h e a l t h  p r o f e s s i o n a l s .  The 

d e v e l o p m e n t  a nd e n f o r c e m e n t  of s t a n d a r d s  is c o n s i d e r e d  e x t r e m e l y  i m p o r t a n t  

in an area such as t h i s  and sho u l d  c o n t i n u e  in o r d e r  to ins ur e the s a f e t y  of 

the c o n s u m e r s  of m ent al  hea lt h  care.

R ec o m m en da t i o n :

T h e  D e p a r t m e n t  o f  H ea l t h  and Social S e r v i c e s  s u p p o r t s  the p a s s a g e  cf 

this bill.

R e c o m m e n d e d  b r ^  '‘/for*-.________
^  R, B r a n t o n  

Jeputy D i r e c t o r  

D iv i s i o n  of Mental 

H e al t h  and D e ve l o p m e n ta l 

D i s a b i 1 ities

Date:

A p p r o v e d  by:

27 ll2 7 l l A

yv f/'
oT^ert'London S mit h,  Ph.D. 

Commi s s i o ne r

D e p a r t m e n t  of  H e a l t h  and 

Social Se rv ic e s

Date:
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Caro l C. Greenough, Ph .D . 
James W . Gxeenough, Ph .D .

I iccneed Psychologists

P.O. Box 1978 
201 Lincoln Street 

Sitka, Alaska 99835 
(907) 747-5831

Consultation Clinical Services Research

C O M M E N T S  ON T H E  NE E D  FOR P S Y C H O L O G I S T  L I C E N S U R E

I h a v e  p r e p a r e d  the f o l l o w i n g  c o m m e n t s  to a c c o m p a n y  oral 

t e s t i m o n y  to C o m m i t t e e s  of  bot h the  A l a s k a  S t a t e  H ou se  of 

R e p r e s e n t a t i v e s  and Se n a t e , on the s u b j e c t  of the nee d for  l e g is la t i o n  

c o n t i n u i n g  l i c e n su re  o f p s y c h o l o g i s t s  and p s y c h ol o g i c a l  a s s o c i a t e s  in 

A la ska . I have been in A l a sk a si nce  1964, e x c e p t  for t im e in the south 

48 for g r a d u a t e  school. I have be en  a p ra c t i c i n g  p s y c h o l o g i s t  in 

A l a s k a  f o r  t he past nine years. C u r r e n t l y  I am  C h a i r m a n  of th e B o a r d  

of P s y c h o l o g i s t  and P s y c h o l o g i c a l  A s s o c i a t e  E xam i n e rs . I have been a 

m e m b e r  of t h e  b o a r d f or  t he  past 18 months.

As a m e m b e r  of t he  l i c ens ing  b o a r d  I am v e r y  well a c q u a i n t e d  wi t h  

t h e  fact t h a t  l i c en s i n g  m u s t be j u s t i f i e d  in t er ms o f  p r o v i d i n g  

p r o t e c t i o n  to the  s e r v i c e  c o n s u m i n g  publ ic of A lask a. I t e i ev e  y o u  

will  a g r ee  the f o l l o w i n g  points a dd r e s s  t h a t  issue v e r y  dir ectly.

1. D i s t i n g u i s h i n g  a " Psy cho log ist ": A doctoral level p s y c h o l o g i s t  

is c l e a r l y  d i s t i n g u i s h a F l e j  t h ou gh  the f i e l d  of c o u n s e l i n g  c o nt ai n s  a 

w i d e  v a r i e t y  of p eo pl e  o f f e r i n g ser vices. This is t r u e  in t erms  of 

t r a i n i ng , s u pp r v i s e d  practice, and e xp er ien ce.  A li cen sed  

P s y c h o l o g i s t  will h a v e  had b et we e n  fou r and seven y e a r s  of 

p o s t g r a d u a t e  training, g e n e r a l l y  inc lu di n g  a m i n i m u n  of 3000 hours of 

s u p e r v i s e d  pr actice, in a t r a i ni ng  setting. C o u n s e l o r s  t r a i n ed  e ve n at 

t h e  m a s t e r s  deg r e e  level g e n e r a l l y  a v e r a g e  b e t w e e n  one and two y ea rs 

of t r a i n i n g  and a f e w  h un dre d hours of s u p e r v i s i o n  in a t r a i n i n g  

setting. Thi s is m a j o r  difference. P u b l i c  p r o t e c t i o n  d ema nds  that 

t he  d i s t i n c t i o n  be r e c o g n i z e d  in a m a n n e r  w h i c h will a l l o w  p r o s p e c t i v e  

c l i e n t s  to ch o o s e  an a d e q u a t e l y  t r a i n e d  p r a c t i t i o n e r

2. B r e a d t h  of Train ing : Do ctoral level p s y c h o l o g i s t s  have a v e r y

b r o a d  b a c k g r o u n c T o t  t r a in in g  e n a b l i n g  t h e m  to dc i1 w i t h  a v a r i e t y  of 

c l i e n t  p r e s e n t e d  p roblems. B e c a u s e  of t he y ea rs  of t ra i ni n g  d e s c r i b ed  

a b o v e  p s y c h o l o g i s t s  g e n e r a l l y  ha ve  t im e  to be t ra in e d  in m a n y  

d i f f e r e n t  t h e r a p e u t i c  a pp ro a c h e s,  each of w h ic h e nh a n c e s  t hei r a b i l i t y  

to help people. M o s t  p r a c t i c i n g  c o u n s e l o r s  have time o n l y  to learn one 

or two s p e c i a l i t y  areas, w h i c h  t h e y  m a y  do v e r y  well. Th e publ ic 

n ee ds to be able Lc i d e n t i f y  p r a c t i t i o n e r s  wit h a b road t r ai n i n g  

b a c k g r o u nd .

As an e xample, the t r a i ni ng  of a do ctoral level p s y c h o l o g i s t  will 

o f t e n  i nc lu d e  s u pe r v i s e d  t r a i n i ng  in w o r k i n g  wit h p s y c h o t i c  p a t ie nt s  

in mental hospitals, w o r k i n g  in a menta l he a l t h center, cr isi s 

i n t e r v e n t i o n  work, c o n s u l t a t i o n  w it h drug and alcohol t r ea t m e n t  

progr ams , s chools, an d other agenc ies . A doctoral level p s y c h o l o g i s t  

is a wel l t r a i ne d g e n e r a l i s t  first, tho ug h s/he m a y  ch o o se  to 

s p e c i a l i z e  later. T his m eans s/he is e qu i p p e d  to h a n d l e almo st a ny on e  

w h o  m a y  walk  t h r ou gh  the door, and to k n o w  e nou gh  to r efer 
a p p r o p r i a t e l y  w h e n  necessary.



3. Tr aining vs. W ork E x p e r i e n c e :  T h e  a r g u m e n t  is s o m et im e s  h ea rd

that a d d i t i o n a l  y e a r s  o'f e x p e r i e n c e  c o u l d  q u a l i f y  a less well  t r a i n e d  

p e r s on  at t he p s y c h o l o g i s t  level. T h i s  is not so f o r  several rea son s. 

T r a i n i n g  m i s s e d  i n i t i a l l y  will n ev er be m a d e  up b y  the  a d d i t i o n  of 

y e a r s  of exp er i e n c e . O n l y  m o r e  t r a i n i n g  is l i k e l y  to m a k e  up f o r  such 

a d e fi ci t,  in w h i c h  case t h e  p e r s o n  will p r o b a b l y  e a r n  a doc to ra t e .

T h e r e  is al s o  a d i s t i n c t  d i f f e r e n c e  b e t w e en  s u p e r v i s e d  e x p e r i e n c e  

in t h e  w o r k i n g  w o r l d  a n d  t h a t  o b t a i n e d  in a t r a i n i n g  setting.

S u p e r v i s i o n  in t h e  w o r k i n g  w o r l d  is o f t e n  in na me  only, or little m o r e  

t h an  that. It is s u f f i c i e n t  to  e n s u r e  that a p e r s o n  w o r k s  safely. 

C a s e l o a d  p r e s s u r e s  o ften  p r e v e n t  s u f f i c i e n t  f a c e  to  fac e s u p e r v i s io n.  

In a d d i t i o n  the s u p e r v i s o r s  in t he w o r k  s etti ng m a y  well  not be

t r a i n e d  sup erv is or s .  S u p e r v i s e d  e x p e r i e n c e  in a g r a d u a t e  school

s p o n s o re d  t ra i ni n g  p r o g r a m  is g e a r e d  to p r o v id e  t r a i n i n g  r a t h e r  tha n 

to p r o d u c i n g  work,, an d t h e  s u p e r v i s o r s  are g e n e r a l l y  well t r a i n e d  and 

e n j o y  the t r a i n i n g  setting.

It is d i f f i c u l t  to e q u a t e  s u p e r v i s e d  e x p e r i e n c e  in a t r a i n in g  

p r o g r a m  vs. in a w o r k  s etting. T h e  t r a i n i n g  s etting, how eve r, is 

c l e a r l y  w o rt h  muc h more.

4. C o m m o n l y  a c c e p t e d  D ef i n i t i o n :  L i c e n s u r e  of p s y c h o l o g i s t s  at the

doctor al level is a p p r o p r i a t e  b e c a u s e  it c o r r e s p o n d s  mo s t  c l o s e l y  to 

the g e n e r a l l y  hel d p op ul a r  v i e w  of w h a t  a p s y c h o l o g i s t  is. T h o ug h  

t he r e  is some d i s a g r e e m e n t  a b o u t  t he d e f i n i t i on , peo p l e  g e n e r a l l y  

e x p ec t  t ha t  if t h e y  go to a l ice n s e d p s y c h o l o g i s t  t h e y  will fi n d  

so m e o n e  t ra i n e d  and e x p e r i e n c e d  as d e s c r i b e d  above. For t he  st ate  to 

lice nse  pe o p le  as p s y c h o l o g i s t s  at a lesser level w o u l d  m i s l e a d  the 

public. For the  sta te not to l i c e n se  at all w o u l d  a l l o w  p r o l i f e r a t i o n  

of c h a r l a t a n s  and i n a d e q u a t e l y  t r a i n e d  p eo pl e  c l ai m i n g  the  t i t l e  of

ps yc ho l o g i s t s ,  an e ven m o r e  d a n g e r o u s  situ ati on.

5. N o n - R e s t r i c t i v e  of O t h e r  P r o f e s s i o n a l s :  L i c e n s i n g  does not p r e v e n t

u n ii c e n s e d  c o u n s e l o r s  and  o" 'rom c o n t i n u i n g  to p ro v i d e  s er vi c e s

to t h e  public. It simp ly ;ts th e use of c e r t a i n  m e a n i n g f u l

wo rds , such as "p sy ch o ■ , " ps yc h o l o g i c a l  c o u n s e l i n g " ,  

" ps y ch ol o g i c al  testing", and  t to t ho se  w h o  can a p p r o p r i a t e l y  use

them.

B y  this  r e s t r i c t i o n  th e pub l i c  is allovied to r e c o g n i z e  t ho se  

p r ac t i o n e r s  w h o  m e e t  a c o m m o n l y  a c c e p t e d  d e f i n i t i o n  of w h a t  a 

p s y c h o l o g i s t  is. T h e y  are  th e n  able t o  pick p r a c t i t i o n e r s  w ho  will be 

m i n i m a l l y  c o m p e t e n t  to h a n dl e  a b ro ad  ran ge of p r ob le m s  in a 

pr of es s i o n al  and safe manne r.

T h o s e  w h o  are m e m b e r s  of a l eg it i m a t e  p r o fe ss i o n , or w ho  c h o o s e 

to d e s c r i b e  w h a t  t h e y  do in o t h e r  terms, such as "c ou n s e l in g" , will

not be p r e v e n t ed  f r o m  c o n t i n u i n g  b y  an a p p r o p r i a t e  li ce n s i n g law.

6. Inf lux  of the P o o r l y  Q ua li fi e d :  W i t h o u t  a r e a s o n a b l e  l ic en sin g law 

it seems TTk'ely t h a t  f ew e r  r a t h e r  t h a n  m o r e  c o m p e t e n t  p s y c h o l o g i s t s  

w o u l d  come to Alaska. T h e r e  m i g h t  well an influx of m a r g i n a l l y  

q u a l i f ie d  peop le w h o  c a nn o t  be li ce ns e d  els ew he r e ,  but t his is h a r d l y
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advantageous to Alaskan consumers.

7. L o s s  of T h i r d - P a r t y - P a y m e n t s :  With no lice nsi ng,  or m e a n i n g l e s s  

low level l icensing, i ns u r a n ce  and o t h e r t h i r d  p a r t y  p a y m e n t s  for  

p s yc h o l og ic a l  se rvi ces  w o u l d  be m u c h  r e d u c e d  in th i s  state. 

P s y c h o l o g i s t s  hav e f o u gh t hard for t hi rd  p a r t y p a y m e nt s  w h i c h  e n a b l e  

c o n s u m e r s  to a f f o r d  p s y c h o t h e r a p y  services. Loss of th i s  r e s o u r c e  

w o u l d  hu r t  th e c o n s u m e r  and the provider.

8. O th er  S t ate s: S ta t e s  w h i c h  have  sun se tt e d  p s y c h o l o g i s t  l i c e n s i n g 

have q u i c k l y  r e i n s t a t e d  it w h e n  f a c e d  w i t h  the  f a c t s  d e s c r i b e d  above.

9. In S u p p o r t  o f  Ethical Behav ior : B y  g e n e r a l l y  c o n f i n i n g  l i c e n s u r e  to 

a well t r a m e c T a n d  f a i r l y  e a s i l y  d ef in e d  g ro up of p r o v i d e r s  t h e r e  is 

one a dd i t i o n a l  a d v a n t a g e  to the state' s c on sum ers . A  v e r y  i m p o r t a n t 

part of t r a i n i n g  of doctoral level p s y c h o l o g i s t s  i nvo lv es  the n a t ur e  

and i m po rt a n c e  of ethical b e h a v i o r  for the  p r o t e c t i o n  of the  client.

Not o n l y  do t r a i n i n g  p rog r a m s t e a c h  ethics, t h e y  a l s o  s cr ee n  for 

unet hic al b e h a v i o r  and s up por t a set of s t a n d a rd s  w h i c h  e n f o r c e

ethical b eh av ior . W h i l e  licen sin g laws can f u r t h e r  r e q u i r e  ethi cal

b e h a v i o r  it c a n  only be a d v a n t a g e o u s  to be li ce ns i n g  l ar g el y  f r o m  a 

g ro up a l r e a d y  s cre en ed  and t r a i n e d  to behave e t h i c a l l y  in r e l a t i o n  to 

their cli ents, peers and payors.

T h an k  y o u  for t his o p p o r t u n i t y  to comment. I w o u l d  like to 

e m p h a s i z e  tha t 1 am a v a i l a b l e  for f u r t h e r  c om m en t  or c o n v e r s a t i o n  on 

this issue. I am in Jun eau  one d a y  of e ve ry  week, t h ou gh  I live in 

Sitka, and so w o u l d  be able to d isc uss  this m a t t e r  in person, shou ld 

yo u desire.

James W. G r e e n o u g h ,  Ph.D.
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R e g i s t e r P R O F E S S I O N A L  A N D

V O C A T I O N A L

12 A>\C 60. 090
12 AAC 60.950

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

A S S O C I A T E  E X A M I N E R S

1 2  A A C  6 0 . 0 9 0 ( a )  a n d  (b) a r e  r e p e a l e d .

1 2  A A C  60 is a m e n d e d  b y  a d d i n g  a n e w  a r t i c l e  t o  r e a d :

A R T I C L E  6. G E N E R A L  P R O V I S I O N S

S e c t i o n
9 5 0 .  D e f i n i t i o n s

12 A A C  6 0 . 9 5 0 .  D E F I N I T I O N S .  In t h i s  c h a p t e r  a n d  A S  0 8 . 8 6 :

(1) " a c c r e d i t a t i o n "  m e a n s :

(A) a n  a c c r e d i t a t e d  s c h o o l  is o n e  w h i c h  is 

a c c r e d i t a t e d  b y  a n y  r e g i o n a l  a c c r e d i t i n g  a g e n c y  r e c o g ­

n i z e d  b y  t h e  A m e r i c a n  A s s o c i a t i o n  o f  C o l l e g i a t e  R e g i s ­
t r a r s  a n d  A d m i s s i o n s  O f f i c e s .

(B) a n  a c c r e d i t a t e d  d o c t o r a l  p r o g r a m  is o n e  
w h i c h  h a s  b e e n  a p p r o v e d  b y  t h e  A m e r i c a n  P s y c h o l o g i c a l  

A s s o c i a t i o n  o r  w h i c h  is c l e a r l y  e q u i v a l e n t  t o  t h e  

s t a n d a r d  u s e d  b y  t h e  A m e r i c a n  P s y c h o l o g i c a l  A s s o c i ­
a t i o n .  T h e  b u r d e n  o f  e s t a b l i s h i n g  e q u i v a l e n t  s t a n d a r d s  

r e s t s  w i t h  t h e  a p p l i c a n t .

(2) " r e a s o n a b l e  c a u s e  o r  e x c u s a b l e  n e g l e c t "
m e a n s :

(A) c h r o n i c  i l l n e s s ;

(B) r e t i r e m e n t ;

(C) m i l i t a r y  s e r v i c e ;  a n d

(D) h a r d s h i p s  as i n d i v i d u a l l y  d e t e r m i n e d  b y

t h e  b o a r d .

(3) " t e c h n i c a l  m e e t i n g "  m e a n s  a p r o f e s s i o n a l  

m e e t i n g  i n c o r p o r a t i n g  f o r m a l  w r i t t e n  o r  o r a l  p r e s e n t a t i o n s  

o f  p s y c h o l o g y  r e l a t e d  r e s e a r c h ,  t h e o r y  o r  a p p l i e d  t o p i c s .

(4) " a p p r o p r i a t e  s u p e r v i s i o n "  a s  u s e d  in

A S  0 8 . 8 6 . 1 8 0 ( b ) ( 1 )  m e a n s  s u p e r v i s i o n  b y  a l i c e n s e d  p s y c h o l o ­
g i s t  c o n s i s t e n t  w i t h  a c c e p t e d  p r o f e s s i o n a l  p r i  ritie*- in 
p s v c h o l o g y  a n d  w i t h  t h e  s u p e r v i s i n g  l i c e n s e d  b e i n g  r e s p o n -  

s i o l e  f o r  i n s u r i n g  t h e  e x t e n t ,  k i n d ,  a n d  q u a l i t y  of t h e  
p s y c h o l o g i c a l  s e r v i c e s  p e r f o r m e d  a r e  c o n s i s t e n t  w i t h  t h e  

t r a i n i n g  a n d  e x p e r i e n c e  o f  t h e  s u p e r v i s e d  p e r s o n .

(5) " p r o f e s s i o n a l  i n c o m p e t e n c e "  a s  u s e d  i n  

A S  0 8 . 8 6 . 2 0 4 ( 7 ) ( A ) m e a n s  l a c k i n g  s u f f i c i e n t  k n o w l e d g e ,
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R e g i s t e r P R O F E S S I O N A L  A N D
V O C A T I O N A L

12 AAC 60.950

s k i l l s ,  o r  p r o f e s s i o n a l  j u d g e m e n t  i n  t h a t  f i e l d  o f  p r a c t i c e  

i n  w h i c h  t h e  p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  c o n ­
c e r n e d  e n g a g e s ,  t o  a d e g r e e  l i k e l y  t o  e n d a n g e r  t h e  m e n t a l  

h e a l t h  o r  w e l l - b e i n g  of h i s  o r  h e r  p a t i e n t s .  (Eff. / / , 
R e g . )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 8 0
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R e g i s t e r  P R O F E S S I O N A L  A N D  12 AAC 60.185
V O C A T I O N A L  R E G U L A T I O N S  12 AAC 60.260

1 2  A A C  60 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

12 A A C  6 0 . 1 8 5 .  E T H I C S  A N D  ST A N D A R D S . .  (a) T h e  e t h i c s  

t o  b e  a d h e r e d  t o  b y  l i c e n s e d  p s y c h o l o g i s t s  a n d  l i c e n s e d  
p s y c h o l o g i c a l  a s s o c i a t e s  s h a l l  b e  t h e  " E t h i c a l  P r i n c i p l e s  o f  

P s y c h o l o g i s t s , "  ( 1 9 8 1  r e v i s i o n ) ,  o f  t h e  A m e r i c a n  P s y c h o ­

l o g i c a l  A s s o c i a t i o n .

(b) T h e  s t a n d a r d s  t o  b e  a d h e r e d  t o  b y  l i c e n s e d  p s y c h o l o  

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

P r o v i d e r s  o f  P s y c h o l o g i c a l  S e r v i c e s , "  ( J a n u a r y  1 9 7 7  e d i t i o n ) ,  

o f  t h e  A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n .  (Eff. / / ,

R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 8 0

1 2  A A C  60 is a m e n d e d  b y  a d d i n g  a n e w  a r t i c l e  t o  r e a d :

A R T I C L E  6. C O N T I N U I N G  E D U C A T I O N

S e c t i o n
250. S t a t e m e n t  o f  p u r p o s e  o f  c o n t i n u i n g  e d u c a t i o n  

260. H o u r s  o f  c o n t i n u i n g  e d u c a t i o n  r e q u i r e d  

270. C o m p u t a t i o n  o f  c o n t i n u i n g  e d u c a t i o n  
280. C o m p u t a t i o n  o f  a c a d e m i c  c o n t i n u i n g  e d u c a t i o n  h o u r s  

290. A c c e p t e d  s u b j e c t s
300. A p p r o v e d  n o n a c a d e m i c  c o n t i n u i n g  e d u c a t i o n  p r o g r a m s
310. I n d i v i d u a l  s t u d y

320. I n s t r u c t o r  o r  d i s c u s s i o n  l e a d e r
330. P u b l i c a t i o n s  a n d  p r e s e n t a t i o n s
340. R e i n s t a t e m e n t

350. R e p o r t  o f  c o n t i n u i n g  e d u c a t i o n

12 A A C  6 0 . 2 5 0 ,  S T A T E M E N T  O F  P U R P O S E  O F  C O N T I N U I N G  

E D U C A T I O N .  T h e  p u r p o s e  o f  c o n t i n u i n g  p s y c h o l o g y  e d u c a t i o n  

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

o p t i m u m  q u a l i t y  of p s y c h o l o g i c a l  h e a l t h  c a r e  b y  r e q u i r i n g  
l i c e n s e d  p s y c h o l o g i s t s  a n d  p s y c h o l o g i c a l  a s s o c i a t e s  to 

p u r s u e  e d u c a t i o n  d e s i g n e d  t o  e n h a n c e  a n d  a d v a n c e  t h e i r  

p r o f e s s i o n a l  s k i l l s  a n d  k n o w l e d g e .  (Eff. / / , R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

• 12 A A C  6 0 . 2 6 0 .  H O U R S  O F  C O N T I N U I N G  E D U C A T I O N  R E Q U I R E D ,
(a) A n  a p p l i c a n t  f o r  r e n e w a l  o f  a l i c e n s e  a s  a p s y c h o l o g i s t ,  

o r  a p s y c h o l o g i c a l  a s s o c i a t e ,  o r i g i n a l l y  i s s u e d  b e f o r e  

J u l y  1, 1 9 8 1 ,  s h a l l  o b t a i n  4 0  c r e d i t  h o u r s  o f  d o c u m e n t e d  
c o n t i n u i n g  e d u c a t i o n  b e f o r e  t h e  J u n e  30, 1 9 8 5  a p p l i c a t i o n  

f o r  r e n e w a l .

(b) E a c h  p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  

s e e k i n g  r e n e w a l  o f  h i s  o r  h e r  l i c e n s e  o n  o r  a f t e r  J u l y  1, 
1 9 8 5 ,  m u s t  o b t a i n  a n  a v e r a g e  o f  20 c r e d i t  h o u r s  p e r  y e a r  of

- 1 -



R e g i s t e r  P R O F E S S I O N A L  AND 12 AAC 60.270
V O C A T I O N A L  R E G U L A T I O N S  12 AAC 60.300

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

c e n s i n g  p e r i o d .  (Eff. / / , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 7 0 .  C O M P U T A T I O N  O F  C O N T I N U I N G  E D U C A T I O N  

H O U R S .  (a) F o r  t h e  p u r p o s e s  o f  12 A A C  6 0 . 2 5 0 — 12 A A C  6 0 . 3 1 0 ,  

50 m i n u t e s  o f  i n s t r u c t i o n  c o n s t i t u t e s  o n e  h o u r .

(b) C r e d i t  is g i v e n  o n l y  f o r  f u l l  h o u r s  o f  i n s t r u c t i o n

r e c e i v e d  a n d  n o t  f o r  a f r a c t i o n  o f  a n  h o u r . i

(c) C r e d i t  is g i v e n  o n l y  f o r  c l a s s  a t t e n d a n c e  h o u r s  

a n d  n o t  f o r  h o u r s  d e v o t e d  t o  c l a s s  p r e p a r a t i o n .  (Eff. / / 
R e g . )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 8 0 .  C O M P U T A T I O N  O F  A C A D E M I C  C O N T I N U I N G  

E D U C A T I O N  n O U R S .  (a) O n e  q u a r t e r  h o u r  a c a d e m i c  c r e d i t  f r o m  
a c o l l e g e  o r  u n i v e r s i t y  c o n s t i t u t e s  10 h o u r s  o f  c o n t i n u i n g  

e d u c a t i o n .

(b) O n e  s e m e s t e r  h o u r  a c a d e m i c  c r e d i t  f r o m  a c o l l e g e

o r  u n i v e r s i t y  c o n s t i t u t e s  15 h o u r s  o f  c o n t i n u i n g  e d u c a t i o n .

( E ff. / / , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 2 9 0 .  A C C E P T E D  S U B J E C T S .  (a) I n  o r d e r  t o  be 

a c c e p t e d  b y  t h e  b o a r d ,  t h e  s u b j e c t  of a c o n t i n u i n g  e d u c a t i o n  

p r o g r a m  m u s t  c o n t r i b u t e  d i r e c t l y  t o  t h e  p r o f e s s i o n a l  c o m p e ­
t e n c y  o f  a p e r s o n  l i c e n s e d  t o  p r a c t i c e  a s  a p s y c h o l o g i s t  o r  

a p s y c h o l o g i c a l  a s s o c i a t e  a n d  b e  d i r e c t l y  r e l a t e d  t o  t h e  

c o n c e p t s  o f  p s y c h o l o g i c a l  p r i n c i p l e s ,  e t h i c s  o r  p r a c t i c e s  as 
d e f i n e d  i n  AS 0 8 . 8 6 . 2 3 0 ( 2 ) .  (Eff / / , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 0 0 .  A C C E P T E D  N O N A C A D E M I C  C O N T I N U I N G  E D U C A ­

T I O N  P R O G R A M S .  (a) T h e  f o l l o w i n g  p r o g r a m s  a r e  a c c e p t e d  b y  
t h e  b o a r d  if t h e y  m e e t  t h e  r e q u i r e m e n t s  o f  12 A A C  6 0 . 2 9 0 :

(1) p r o f e s s i o n a l  d e v e l o p m e n t  p r o g r a m s  o f  t h e  
A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n  a n d  i t s  s t a t e  s o c i e t i e s  

i n c l u d i n g  w o r k s h o p s ,  s e m i n a r s ,  s y m p o s i a ,  o r  a p r e s e n t a t i o n  

o f  a t e c h n i c a l  p a p e r ;

(2) c o l l e g e  o r  u n i v e r s i t y  s h o r t  c o u r s e s  n o t  

c a r r y i n g  a c a d e m i c  c r e d i t ;  a n d

(3) o t h e r  p r o f e s s i o n a l  c o n t i n u i n g  e d u c a t i o n  

p r o g r a m s  i f  i n f o r m a t i o n  is s u p p l i e d  t o  t h e  b o a r d  as f o l l o w s :
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R e g i s t e r  P R O F E S S I O N A L  A N D  12 AAC 60.310
V O C A T I O N A L  R E G U L A T I O N S  12 AAC 60.330

(A) n a m e  a n d  a d d r e s s  o f  p e r s o n  o r  o r g a n i ­

z a t i o n  s p o n s o r i n g  t h e  c o u r s e ;

(3) i n s t r u c t o r ' s  name;.

(C) t i t l e  o f  c o u r s e ;  a n d

(D) t h e  n u m b e r  of f u l l  f i f t y  m i n u t e  h o u r s  o f  
a c t u a l  i n s t r u c t i o n ;  a n d

(E) t h e  l o c a t i o n  a n d  d a t e s  t h e  c o u r s e  w a s  1*2*

c o n d u c t e d .  (Eff. / / , R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 1 0 .  I N D I V I D U A L  S T U D Y .  (a) T h e  n u m b e r  of 
h o u r s  of c o n t i n u i n g  e d u c a t i o n  c r e d i t  a w a r d e d  f o r  c o m p l e t i o n  

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

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

f a c t o r y  c o m p l e t i o n  w i l l  b e  d e t e r m i n e d  b y  t h e  b o a r d  o n  a n  

i n d i v i d u a l  b a s i s .

(b) C o n t i n u i n g  e d u c a t i o n  c r e d i t  a w a r d e d  u n d e r  t h i s  

s e c t i o n  m a y  n o t  e x c e e d  o n e  h a l f  o f  t h e  t o t a l  c o n t i n u i n g
e d u c a t i o n  h o u r s  r e c u i r e a  -in a n v  l i c e n s i n g  r e n e w a l  p e r i o d .

(Ef f .  / / , R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 2 0 .  I N S T R U C T O R  O R  D I S C U S S I O N  L E A D E R .

(a) O n e  h o u r  o f  c o n t i n u i n g  e d u c a t i o n  c r e d i t  is av/arded for 
e a c h  h o u r  c o m p l e t e d  as a n  i n s t r u c t o r  o r  d i s c u s s i o n  l e a d e r  o f  

e d u c a t i o n a l  p r o g r a m s  m e e t i n g  t h e  r e q u i r e m e n t s  o f  12 A A C  
6 0 . 2 5 0 - . 3 1 0 .  C r e d i t  is a w a r d e d  o n l y  f o r  t h e  i n i t i a l  c o u r s e  
o f  i n s t r u c t i o n  o f  t h e  s u b j e c t  m a t t e r  u n l e s s  t h e r e  r a v e  b e e n  

s u b s t a n t i a l l y  n e w  d e v e l o p m e n t s  in t h e  s u b j e c t  s i n c e  t h e  
p r i o r  p r e s e n t a t i o n .

(b) C r e d i t  a w a r d e d  u n d e r  (a) o f  t h i s  s e c t i o n  m a y  n o t  
e x c e e d  o n e - t h i r d  o f  t h e  h o u r s  in a n v  l i c e n s i n g  period-.

( E f f .  / / , R e g .  )

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

12 A A C  6 0 . 3 3 0 .  P U B L I C A T I O N S  A N D  P R E S E N T A T I O N S .  (a) T w e n t y  
(20) c r e d i t  h o u r s  o f  c o n t i n u i n g  e d u c a t i o n  w i l l  b e  a w a r d e d  

f o r  e a c h

(1) a u t h o r s h i p  o f  a p u b l i c a t i o n  in a p r o f e s s i o n a l  
p s y c h o l o g y  j o u r n a l ,  p r o v i d i n g  t h e  p u b l i c a t i o n  r e l a t e s  d i ­

r e c t l y  t o  t h e  c o n c e p t s  o f  p s y c h o l o g i c a l  p r i n c i p l e s ,  e t h i c s  
o r  p r a c t i c e s ,  a n d  is p u b l i s h e d  o r  a c c e p t e d  f o r  p u b l i c a t i o n  

d u r i n g  t h e  f o u r  y e a r  r e p o r t i n g  p e r i o d  i m m e d i a t e l y  p r e c e d i n g  

t h e  l i c e n s e  r e n e w a l ;  a n d



R e g i s t e r P R O F E S S I O N A L  AND
V O C A T I O N A L  R E G U L A T I O N S

12 AAC 60.340
12 AAC 60.350

(2) w r i t t e n  o r  o r a l  p r e s e n t a t i o n  a t  a m e e t i n g  of 
t h e  A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n ,  a t e c h n i c a l  m e e t i n g  
o f  a S t a t e  p s y c h o l o g y  s o c i e t y ,  o r  m e e t i n g  o f  a p r o f e s s i o n a l  
p s y c h o l o g y - o r i e n t e d  o r g a n i z a t i o n ,  p r o v i d i n g  t h e  p r e s e n t a t i o n  
r e l a t e s  d i r e c t l y  t o  t h e  c o n c e p t s  o f  p s y c h o l o g i c a l  p r i n c i p l e s ,  

e t h i c s  o r  p r a c t i c e s ,  a n d  t h e  p r e s e n t a t i o n  o c c u r r e d  d u r i n g  
t h e  f o u r - y e a r  r e p o r t i n g  p e r i o d  i m m e d i a t e l y  p r e c e d i n g  t h e  
l i c e n s e  r e n e w a l ;  o r

(3) a u t h o r s h i p  o f  a p r o f e s s i o n a l  p s y c h o l o g y  b o o k  
o r  m o n o g r a p h  p u b l i s h e d  o r  a c c e p t e d  f o r  p u b l i c a t i o n  d u r i n g  

t h e  f o u r  y e a r  r e p o r t i n g  p e r i o d  i m m e d i a t e l y  p r e c e d i n g  t h e  

l i c e n s e  r e n e w a l .  (Eff. / '/ , R e g .  )

a u t h o r i t y ; AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

1 2  A A C  6 0 . 3 4 0 .  R E I N S T A T E M E N T . (a) T h e  l i c e n s e  o f  a n y

l i c e n s e e  w h i c h  is n o t  r e n e w e d  b y  r e a s o n  o f  f a i l u r e  t o  c o m p l y  

w i t h  t h e  . c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  o f  12 A A C  6 0 . 2 5 0 - . 3 8 0 ,  
w i l l  b e  r e i n s t a t e d  o r  r e s t o r e d  t o  f u l l  s t a t u s  b y  s u b m i s s i o n  

t o  the b o a r d  o f  p r o o f  o f  t h e  c o m p l e t i o n  o f  a l l  c o n t i n u i n g  

e d u c a t i o n  c r e d i t  h o u r s  r e q u i r e d .

(b) A l i c e n s e e  u n a b l e  t o  o b t a i n  t h e  r e q u i r e d  c o n t i n u ­

i n g  e d u c a t i o n  h o u r s  for r e n e w a l  o f  h i s  o r  h e r  l i c e n s e ,  d u e  
t o  r e a s o n a b l e  c a u s e  o r  e x c u s a b l e  n e g l e c t ,  m u s t  r e q u e s t  

e x e m p t i o n  s t a t u s  i n  w r i t i n g  t o  t h e  b o a r d  a c c o m p a n i e d  b y  a 

s t a t e m e n t  e x p l a i n i n g  r e a s o n a b l e  c a u s e  o r  e x c u s a b l e  n e g l e c t .
T h e  b o a r d  w i l l  p r e s c r i b e  a n  a l t e r n a t i v e  m e t h o d  of c o m p l i a n c e  

t o  t h e  c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  as d e e m e d  a p p r o ­

p r i a t e  t o  t h e  i n d i v i d u a l  s i t u a t i o n .  (Eff. / / , R e g .  )

A u t h o r i t y :  AS 0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

1 2  A A C  6 0 . 3 5 0 .  R E P O R T  O F  C O N T I N U I N G  E D U C A T I O N .  (a) A n  

a p p l i c a n t  f o r  r e n e w a l  o f  a l i c e n s e  t o  p r a c t i c e  p s y c h o l o g y  

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

p a r t i c i p a t e d  o r  p u r s u e d .  T h e  s t a t e m e n t  m u s t  i n d i c a t e :

(1) t h e  s p o n s o r i n g  o r g a n i z a t i o n ;

(2) t h e  l o c a t i o n  o f  t h e  c o u r s e  o r  c o r r e s p o n d e n t ;

(3) t h e  t i t l e  o r  d e s c r i p t i o n  o f  c o u r s e  o r  b o t h ;

(4) t h e  p r i n c i p a l  i n s t r u c t o r ;

(5) t h e  d a t e s  o f  a t t e n d a n c e  o r  p e r i o d  o f  c o r ­

r e s p o n d e n c e  ;

(6) t h e  t i t l e s ,  i s s u e s  a n d  d a t e s  o f  p u b l i c a t i o n s  

o r  p r e s e n t a t i o n s ;  and

-4-
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(7) t h e  n u m b e r  o f  c o n t i n u i n g  e d u c a t i o n  h o u r s

c l a i m e d .

(b) F a l s i f i c a t i o n  o f  a n y  w r i t t e n  e v i d e n c e  s u b m i t t e d  to 

th b o a r d  p u r s u a n t  t o  t h i s  s e c t i o n  s h a l l  b e  d e e m e d  t o  b e  

u n p r o f e s s i o n a l  c o n d u c t  a n d  c o n s t i t u t e  g r o u n d s  f o r  l i c e n s u r e  
r e p r i m a n d ,  r e v o c a t i o n  o r  s u s p e n s i o n .  ( E f f  / / , Re g .  ).

A u t h o r i t y :  A S  0 8 . 8 6 . 0 7 0 ( a ) ( 6 )

»

- 5 -



* Sec. 6. A S  0 8 . 8 6 . 2 3 0 ( 1 2 )  is a m e n d e d  to read:

(12) " a p p r o v e d  p r o g r a m "  m e a n s  a p r o g r a m  w h i c h  m e e t s  the 

r e q u i r e m e n t s  e s t a b l i s h e d  b y  th e A m e r i c a n  P s y c h o l o g i c a l  A s s o c i a t i o n  

E d u c a t i o n  and C r e d e n t i a l i n g  C o m m i t t e e  in P s y c h o l o g y  fo r  an a p p r o v e d  

p r o g r a m  [.] , or its e q u i v e l a n t  as d e t e r m i n e d  b y  the Board.

* Sec, 7. T h i s  Act t a k e s  ef fe c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 

0 1 . 1 0 . 0 7 0 ( c ) .
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A N C H O R A G E , A L A S K A  9 9 S O I  
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v i a  E x p r e s s  M a i l

M s .  J u d y  G. K n i g h t

S p e c i a l  A s s i s t a n t  t o  t h e  C o m m i s s i o n e r
D e p a r t m e n t  o f  L a b o r

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

P . O .  B o x  1 1 4 9
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: C S H B  1 8 2

D e a r  Ms. K n i g h t :

A s  y o u  k n o w ,  I c u r r e n t l y  r e p r e s e n t  A l a s k a  
A l c o h o l i s m  R e h a b i l i t a t i o n  S e r v i c e s ,  t h e  n o n - p r o f i t  c o r p o r a ­
t i o n  w h i c h  o w n s  a n d  o p e r a t e s  a l o n g - t e r m  r e s i d e n t i a l  

a l c o h o l i s m  t r e a t m e n t  c e n t e r  i n  W a s i l l a ,  A l a s k a  k n o w n  a s  
N u g e n ' s  R a n c h .  I t e s t i f i e d  i n  f a v o r  o f  C S H B  1 8 2  b e f o r e  t h e  

H o u s e  C o m m i t t e e  o n  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  

b e c a u s e  N u g e n ' s  R a n c h ,  a s  o n e  o f  t h e  t r e a t m e n t  p r o g r a m s  i n  

t h e  s t a t e  w h i c h  h o p e s  t o  i m p l e m e n t  a w o r k  t h e r a p y  p r o g r a m ,  
w i l l  b e n e f i t  f r o m  t h e  l e g i s l a t i o n .  W i t h  t h i s  l e t t e r  I h o p e  

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

a r e s u l t  o f  c e r t a i n  c o m m e n t s  I m a d e  d u r i n g  m y  t e s t i m o n y .

T h e  r e s i d e n t s  a t  N u g e n ' s  R a n c h  a r e  m o s t  l i k e l y  t o  

b e  i n d i v i d u a l s  w h o  h a v e  a l i f e - l o n g  h i s t o r y  o f  a l c o h o l i s m .  A  
g o o d  n u m b e r  o f  t h e s e  i n d i v i d u a l s  w i l l  b e  s k i d - r o w  a l c o h o l i c s  

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

T h e y  h a v e  f e w  l i f e  m a n a g e m e n t  s k i l l s  a n d ,  p r a c t i c a l l y  
s p e a k i n g ,  a r e  u n e m p l o y a b l e .  T h e i r  t r e a t m e n t  w i l l  r e q u i r e  
i n s t i t u t i o n a l i z a t i o n  f o r  a s  l o n g  a s  t w o  y e a r s .

T h e  R a n c h  h o p e s  t o  e n g a g e  t h e s e  i n d i v i d u a l s  i n  
" w o r k  t h e r a p y "  a s  p a r t  o f  t h e i r  t r e a t m e n t .  W o r k  t h e r a p y  is 
a c t i v i t y  o f  a c o n s t r u c t i v e  n a t u r e  w h i c h  m a y  b e  s u p e r v i s e d  o r  

u n s u p e r v i s e d ,  a n d  w h i c h  w i l l  r e q u i r e  t h e  r e s i d e n t  t o  a s s u m e  
c e r t a i n  r e s p o n s i b i l i t i e s .  T h e  w o r k  w i l l  i n v o l v e  h o u s e k e e p i n g  

c h o r e s ,  a g r i c u l t u r a l  w o r k ,  a n d  u n s k i l l e d  l a b o r  a s s o c i a t e d  

w i t h  m i n o r  r e n o v a t i o n  a n d  m a i n t e n a n c e  a t  t h e  f a c i l i t y .
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P a g e  T w o

Y o u  i n d i c a t e d  a c o n c e r n  o n  t h e  p a r t  o f  t h e  

D e p a r t m e n t  b a s e d  o n  t h e  f a c t  t h a t  d u r i n g  m y  t e s t i m o n y  b e f o r e  

t h e  H E S S  C o m m i t t e e  I r e f e r r e d  t o  r e s i d e n t s  a t  t h e  f a c i l i t y  
p e r f o r m i n g  c e r t a i n  m a i n t e n a n c e  t a s k s  t h a t  m i g h t  i n v o l v e  

e l e c t r i c a l  o r  m e c h a n i c a l  s k i l l s .  M y  c o m m e n t s  w e r e  o n l y  f o r  

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

i n  n a t u r e .  I c e r t a i n l y  d i d  n o t  i n t e n d  t o  g i v e  t h e  i m p r e s s i o n  

t h a t  N u g e n ' s  R a n c h  p l a n n e d  t o  d i s p l a c e  e x i s t i n g  e m p l o y e e  
p o s i t i o n s  t h r o u g h  w o r k  t h e r a p y ,  o r  t h a t  t h e  R a n c h  p l a n n e d  t o  

h a v e  r e s i d e n t s  e n g a g e  i n  w o r k  s u c h  a s  m i g h t  b e  d o n e  b y  a n  

e l e c t r i c i a n  o r  m e c h a n i c  a n d  w h i c h  w o u l d  r e q u i r e  s p e c i a l i z e d  
s k i l l s  a n d  t r a i n i n g .  I a m  s u r e  y o u  r e a l i z e  t h a t  i t  w o u l d  b e  

f o o l i s h  f o r  t h e  c o r p o r a t i o n  t o  d o  so, a n d  I w o u l d  n e v e r

r e c o m m e n d  s u c h  a c o u r s e  o f  a c t i o n .  T h e  p o t e n t i a l  l i a b i l i t y  
o f  t h e  c o r p o r a t i o n  a s  a r e s u l t  o f  a n y  n e g l i g e n t  w o r k  
p e r f o r m e d  b y  a r e s i d e n t  w o r k i n g  b e y o n d  h i s  s k i l l  l e v e l  is 

i t s e l f  a s u f f i c i e n t  d e t e r r e n t  t h a t  t h e  R a n c h  w o u l d  n e v e r  
c o n s i d e r  e n g a g i n g  r e s i d e n t s  i n  s u c h  a c t i v i t y .

T o  b e  m o r e  s p e c i f i c ,  t h e  f o l l o w i n g  t a s k s  a r e  t h o s e  

l i k e l y  t o  b e  p e r f o r m e d  b y  r e s i d e n t s  i n v o l v e d  i n  w o r k

t h e r a p y .  I h a v e  l i s t e d  t h e  a c t i v i t i e s  w i t h o u t  r e g a r d  to

w h e t h e r  2 9  C F R  5 2 9  r e q u i r e s  t h e  p a y m e n t  o f  w a g e s  f o r  t h e
a c t i v i t y .

1. P e r s o n a l  h o u s e k e e p i n g  c h o r e s  ( m a k i n g  b e d s ,  
c l e a n i n g  r o o m s ) ;

2. G e n e r a l  h o u s e k e e p i n g  c h o r e s  ( s w e e p i n g  f l o o r s ,  
t r a s h  r e m o v a l ,  e t c . ) ;

3. K i t c h e n  d e t a i l  ( s e t t i n g  a n d  c l e a r i n g  t a b l e s ,  
e t c .);

4. F e e d i n g  l i v e s t o c k  ( p o u l t r y  a n d  s w i n e ) ;
5. C l e a n i n g  a n i m a l  p e n s  a n d  s h e d s ;

6. P l a n t i n g  a n d  c u l t i v a t i n g  v e g e t a b l e  c r o p s ;
7. P l a n t i n g  a n d  t e n d i n g  t o  b e d d i n g  p l a n t s  g r o w n  

i n  t h e  g r e e n h o u s e ;

8. A s s i s t i n g  i n  t h e  s l a u g h t e r i n g  o f  l i v e s t o c k  
a n d  t h e  h a r v e s t i n g  o f  c r o p s ;

9. M i n o r  m a i n t e n a n c e  (e . g . , p a i n t i n g ) ;
10. C a r e  o f  t h e  g r o u n d s ;

11. S n o w  r e m o v a l  d u r i n g  w i n t e r ;

12. G e n e r a l  l a b o r ,  s u c h  a s  e r e c t i n g  f e n c e s ,  

t e a r i n g  d o w n  s h e d s ,  h a u l i n g  t r a s h ,  s t a c k i n g  
l u m b e r ,  c u t t i n g  f i r e w o o d ,  e t c .
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I n  s o m e  c a s e s  I a n t i c i p a t e  t h a t  r e s i d e n t s  w i l l  
w a t c h  q u a l i f i e d  p e r s o n n e l  p e r f o r m  r e g u l a r  m a i n t e n a n c e  t a s k s  

w h i c h  r e q u i r e  s p e c i f i c  t r a i n i n g  a n d  s k i l l s .  I n  a l l  c a s e s ,  
t h e  " w o r k "  p e r f o r m e d  b y  t h e  r e s i d e n t  w o u l d  n o t  i n v o l v e  

a c t i v i t y  r e q u i r i n g  a s p e c i a l  s k i l l ,  b u t  n o n e t h e l e s s  w i l l  

a l l o w  t h e  r e s i d e n t  p a t i e n t  t o  l e a r n  s o m e  b a s i c  a s p e c t s  o f  
t h e  s k i l l .

F o r  e x a m p l e ,  t h e  R a n c h  m i g h t  h a v e  t h e  n e e d  t o  
b u i l d  a s m a l l  t o o l  s h e d  a d j a c e n t  t o  o n e  o f  t h e  e x i s t i n g  

b u i l d i n g s .  T h i s  i s  w o r k  f o r  w h i c h  t h e  R a n c h  w o u l d  u s e  t h e  

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

p r e p a r e  a w o r k  t h e r a p y  p r o g r a m  w h i c h  i n v o l v e s  t r a i n i n g  i n  

s o m e  c a r p e n t r y  s k i l l s .  R e s i d e n t s  c o u l d  b e  a s k e d  t o  s t a c k  a n d  
h a u l  l u m b e r  w h i l e  o b s e r v i n g  h o w  f r a m i n g  is d o n e  a n d  r e c e i v ­
i n g  i n s t r u c t i o n  i n  t h e  p r o p e r  u s e  o f  p o w e r  t o o l s .  S i m i l a r l y ,  

t h e  r e s i d e n t s  c o u l d  w a t c h  h o w  e l e c t r i c a l  c o n d u i t  i s  l a i d ,  

l e a r n  h o w  t o  l a y  s h i n g l e  o n  a r o o f ,  l e a r n  he. a? w i n d o w s  a n d  
d o o r s  a r e  h u n g ,  a n d  h o w  s t e p s  a n d  r a i l i n g s  a r e  m a d e ,  e t c .  
T h r o u g h o u t  a l l  o f  t h i s  " w o r k  t h e r a p y "  t h e  r e s i d e n t s  m a y  d o  

n o t h i n g  m o r e  t h a n  s t a c k  l u m b e r  a n d  p a i n t  t h e  b u i l d i n g .  
N o n e t h e l e s s ,  t h e  e x p e r i e n c e  w i l l  h a v e  t a u g h t  t h e m  s o m e  b a s i c  
l e s s o n s  o f  c a r p e n t r y  a n d  e l e c t r i c a l  w o r k .

I w a n t  t o  m a k e  it c l e a r  t h a t  t h e  w o r k  t h e r a p y  
p r o g r a m  d e s i g n e d  f o r  t h e  R a n c h  w i l l  n o r  d i s p l a c e  a n y  

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

a n d  w h i c h  a r e  p a i d  a t  a r a t e  c o n s i d e r a b l y  h i g h e r  t h a n  t h e  
p r e v a i l i n g  m i n i m u m  w a g e .  I f  y o u  e x a m i n e  t h e  g r a n t - i n - a i d  

d o c u m e n t s  f o r  N u g e n ' s  R a n c h  a v a i l a b l e  a t  t h e  S t a t e  O f f i c e  o f  

A l c o h o l i s m  a n d  D r u g  A b u s e ,  y o u  w i l l  s e e  t h a t  t h e  R a n c h  h a s ,  
a n d  i n t e n d s  t o  k e e p ,  f u l l y  p a i d  a n d  q u a l i f i e d  m a i n t e n a n c e ,  

k i t c h e n ,  a n d  n i g h t  a t t e n d a n t  p o s i t i o n s .  W o r k  t h e r a p y  is 
d e s i g n e d  f o r  t h e  b e n e f i t  o f  t h e  p a t i e n t ;  i t  i s  n o t  a c o n c e p t  

w h i c h  w i l l  r e s u l t  i n  t h e  d i s p l a c e m e n t  o f  r e g u l a r  e m p l o y e e s  
a t  t h e  R a n c h .

I d o  n o t  b e l i e v e  it is u n r e a s o n a b l e  f o r  t h e  R a n c h  
t o  e x p e c t  t h a t  t h e  q u a l i t y  o f  " w o r k "  t h e y  w i l l  r e c e i v e  f r o m  

a n  i n d i v i d u a l  d u r i n g  t h e  i n i t i a l  s t a g e s  o f  t r e a t m e n t  i s  w o r k  

f o r  w h i c h  s o m e t h i n g  l e s s  t h a n  t h e  m i n i m u m  w a g e  is s t i l l  f a i r  
c o m p e n s a t i o n .  I a m  s u r e  y o u  c a n  a p p r e c i a t e  t h a t  s o m e o n e  w h o  

h a s  b e e n  u n a b l e  t o  w o r k  i n  f i v e  o r  s i x  y e a r s  b e c a u s e  o f
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d a i l y  i n t o x i c a t i o n  h a s  a p r o d u c t i v e  c a p a c i t y  t h a t  is, a t  

b e s t ,  m i n i m a l ,  e v e n  w i t h  c o n s t a n t  s u p e r v i s i o n .  A l t h o u g h  I 
u n d e r s t a n d  t h a t  t h e  D e p a r t m e n t  i s  c o n c e r n e d  b e c a u s e  e v e n  t h e  

m o s t  b a s i c  e n t r y  l e v e l  p o s i t i o n s  i n  t h e  p r i v a t e  s e c t o r  p a y  
a t  l e a s t  t h e  m i n i m u m  w a g e ,  I h o p e  t h a t  t h e  D e p a r t m e n t  

a p p r e c i a t e s  t h e  f a c t  t h a t  r e s i d e n t s  w h o  w i l l  b e  r e f e r r e d  t o  

N u g e n ' s  R a n c h  a r e  i n d i v i d u a l s  w h o  a r e  p r e s e n t l y  n o t  e v e n  
c o u n t e d  a m o n g  t h e  l a b o r  f o r c e  b e c a u s e  o f  t h e i r  i n a b i l i t y  t o  
w o r k .

I t  i s  t h e  i n t e n t i o n  o f  t h e  Planch t o  b a s e  t h e  w a g e  
s c a l e  o n  t h e  d i s a b i l i t y  o f  t h e  p a t i e n t  w o r k e r ,  a s  i s  

r e q u i r e d  b y  f e d e r a l  r e g u l a t i o n .  I t  s e e m s  c l e a r  t o  m e  t h a t  
t h e  f e d e r a l  r e g u l a t i o n s  c o n c e r n i n g  p a t i e n t  w o r k e r s  a t  2 9  C F R  
p a r t  5 2 9  c o n t e m p l a t e  w a g e  s c a l e s  b e t w e e n  5 0  p e r c e n t  o f  t h e  

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

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

u n d e r  2 9  C F R  5 2 9  t h e  R a n c h  w o u l d  s e e k  a p p r o v a l  f o r  a n u m b e r  
o f  c l a s s e s  o f  w a g e  s c a l e s  b e t w e e n  t h e  m i n i m u m  p e r m i t t e d  

u n d e r  t h e  r e g u l a t i o n s  (50 p e r c e n t  o f  t h e  m i n i m u m  w a g e )  a n d  
t h e  m i n i m u m  w a g e  i t s e l f .  T h i s  w o u l d  e n a b l e  t h e  R a n c h  t o  

a u t o m a t i c a l l y  m o v e  a p a t i e n t  w o r k e r  i n t o  a h i g h e r  p a y i n g  

c l a s s i f i c a t i o n  a s  h i s  t r e a t m e n t  p r o g r e s s e d .  It a l s o  s e e m s  t o  
m e  t h a t  i t  i s  e n t i r e l y  p o s s i b l e  i n  t h e  f u t u r e  f o r  t h e  R a n c h  

t o  b u d g e t  i t s e l f  f o r  c e r t a i n  p o s i t i o n s  ( s u c h  a s  d i s h w a s h e r  
o r  k i t c h e n  h e l p e r )  w h i c h  w o u l d  b e  p a i d  a t  a p r e v a i l i n g  w a g e  

r a t e  a n d  w h i c h  w o u l d  b e  f i l l e d  b y  p a t i e n t  w o r k e r s  w h o  a r e  n o  
l o n g e r  u n d e r  a d i s a b i l i t y .

T h e  R a n c h  i s  n o t  i n t e n d i n g ,  n o r  d o e s  i t  e x p e c t ,  t o  

p a y  p a t i e n t  w o r k e r s  l e s s  t h a n  i s  r e q u i r e d  u n d e r  f e d e r a l  

r e g u l a t i o n s  o r  l a w .  B o t h  t h e  f e d e r a l  r e g u l a t i o n s  a n d  t h e  

l e a d i n g  f e d e r a l  c o u r t  c a s e s  i n  t h e  f i e l d  m a k e  it c l e a r  t h a t  
i f  a p a t i e n t  w o r k e r  i s  n o t  s u f f e r i n g  f r o m  a n y  d i s a b i l i t y ,  h e  
m u s t  b e  p a i d  a w a g e  c o m p a r a b l e  t o  t h e  w a g e  p a i d  in t h e  

p r i v a t e  s e c t o r  f o r  t h e  e q u i v a l e n t  w o r k .  I h a v e  a d v i s e d  m y  

c l i e n t s  o f  t h i s  f a c t  a n d  t h e y  r e c o g n i z e  t h a t  f o r  a n y  
n o n - d i s a b l e d  p a t i e n t  w o r k e r  t h e y  m a y  b e  r e q u i r e d  t o  p a y  t h e  

p a t i e n t  a w a g e  c o m p a r a b l e  t o  t h a t  i n  t h e  p r i v a t e  s e c t o r .  A t  

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



M s .  J u d y  G. K n i g h t
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P a g e  F i v e

I h o p e  t h i s  l e t t e r  a n s w e r s  s o m e  o f  y o u r  c o n c e r n s .  
I h o p e  t o  b e  a b l e  t o  w o r k  w i t h  y o u  a n d  o t h e r  r e p r e s e n t a t i v e s  

o f  t h e  D e p a r t m e n t  i n  o r d e r  t o  e n s u r e  t h a t  y o u  c l e a r l y  
u n d e r s t a n d  w h a t  t h e  R a n c h  i n t e n d s  t o  d o  t h r c u g h  t h e  w o r k  

t h e r a p y  p r o g r a m ,  a n d  w h a t  i s  h o p e d  t o  b e  a c c o m p l i s h e d  b y  
C S H B  182.

P l e a s e  c a l l  m e  if y o u  h a v e  a n y  q u e s t i o n s .

S i n c e r e l y ,

R E E S E  R I C E  A N D  V O L L A N D ,  P . C .

' ( &  .id

P h i l i p  R. V o l l a n d





b e t t y e  f a h r e i m a m p
C H A I R M A N

R O BERT  H. Z IE G L E R .  SR  
V I C E - C H A I R M A N  

D ICK  E L IA SO N  .  P A U L  F IS C H E R  
V i c  F IS C H E R  - DOB M U LC A H Y

a r l i s s  s t u r g u l e w s k i

POUCH V 
ST AT E  CAP ITO L  

JU N E A U .  A L A S K A  9 9 8 1 1  
< 9 0 7 )  4 6 5 - 3 8 3 4  
( 9 0 7 )  4 6 5 - 3 8 3 5

j§>£ttate

(Emuntttite on -jRcsxmrces
M a y  11, 1983

M e m o

To: S e n a t e  R e s o ur ce s C o m m i t t e e  M e m b e r s

From: S e n a t e  R e s o u r c e s  C o m m i t t e e  S t a f f

S u bj e c t :  H e a r i n g  on SB 79, " R i g h t  to Know" l e g i s l a t i o n  c o n c e r n i n g  h a z a r d o u s

and t oxi c s u b s t a n c e s  in the w o r k p l a c e ,  M ay  11, 3 : 0 0 p m  , B e l t z  R o o m

F o l l o w i n g  h e a r i n g s  on the bill in J u n e a u  an d F a i r b a n k s  the C h a i r m a n  a s k e d  

s t a f f  to m e e t  w i t h  c o n c e r n e d  i n t e r e s t  g r o u p s  to try to w o r k  ou t p r ob le ms  

w h i c h  w e r e  w i d e l y  a c k n o w l e d g e d  in the bill as o r i g i n a l l y  dr aft ed . A m o n g  

t h es e  p ro b le m s  i de n t i f i e d  included:

— c o v e r a g e  o f as m a n y  as 4 0 , 0 0 0  s u b s t a n c e s  to be d e a l t  w i t h  by emp lo ye r s .

— i n c l u s i o n  o f "ho us e h o l d " ty p e  s u b s t a n c e s  salt, sand, bug s p r a y  and other s.

— - c o v e r a g e  of t r a n s p o r t a t i o n  i n d u s t r y  w h e r e  m a n y  b r e a k - i n - t r a n s i t  h a n d l i n g s  

b ut  no s u b s t a n c e  u se  w e r e  involved.

— R e q u i r e m e n t  o f  l a b e l in g of s u b s t a n c e  c o n t a i n e r s ,  pi p i ng  systems.

- - - R e p o r t i n g  r e q u i r e m e n t s  to the S t a t e  D e p a r t m e n t  of  L ab o r  p o t e n t i a l l y  i n v o l v in g 

e x t e n s i v e  p a p e r w o r k  fo r e m p l o y e r s  and the  state.

— P o s s i b l e  d u p l i c a t i o n  and c o n f l i c t s  w i t h  federal O S H A  r e g u l a t i o n s  to be p r o­

m u l g a t e d  in the near future.

H o w e v e r ,  m o s t  agr ee d th at  the b as ic  i n t e n t  o f  the l e g i s l a t i o n  to c o m m u n i c a t e  

the i d e nt it y ,  h e al t h  h aza rds  and p r o p e r  h a n d l i n g  m e t h o d s  for h a z a r d o u s  and toxic 

s u b s t a n c e s  to e m pl o y e e s  by e m p l o y e r s  w a s  d es i r e a b l e .

B e g i n n i n g  in April a s t a f f  r e d r a f t  of t h e  bill wa s c i r c u l a t e d  to an ad hoc g r o u p  

o f  c o n c e r n e d  i nd iv i d u a l s  and i nt er es t  group s. F o l l o w i n g  c o m m e n t s  on this d r a f t  

a m e e t i n g  was held  in J u n e a u  M a y  2 and 3 w i t h  r e p r e s e n t a t i v e s  f r o m  the f o l l o w i n g  

g r ou p s  to try to a r r i v e  at c o n s e n s u s  l e g i s l a t i o n :

C o m m i t t e e  staff, Sen. J o s e p h s o n ' s  o f f i c e ,  A l a s k a  E n vi ro n m e nt al  Lobby , A l a s k a  

E m p l o y e r ' s  Co mmi tt ee ,  A l a s k a  General C o n t r a c t o r s ,  Sohio, Arc o, A l a s k a  H e a l t h  

Pr oj ec t ,  A l a s k a  D i s t r i c t  Council of L a b o r e r s ,  A l a s k a  D e p a r t m e n t  o f  La bor , A l a s k a  

T r u c k i n g  A s s o c i a ti on .
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The g r o u p  p r o c e d e d  .under the f o f ^ i n g  a s s u m p t i o n s  and o b j e c t i v es : 1

- - t h a t  it w as  d e s i r e a b l e  to piu e g i s l a t i o n  this se ssion. ■;

— t h a t  federal O S H A  r e g u l a t i o n s  w o u l d  p r o b a b l y  be p u b li sh e d  ar oun d J u l y  1 of

t h i s  year. t

—  t h a t  w h i l e  federal OSHA r e g u l a t i o n s  w o u l d  c o v e r  several a sp e c t s  of this l e g i s­

la t i o n  m o s t  e m p l o y e r s  in A l as ka  w o u l d  n ot  be c ove re d.

— t h a t  it w as  d e s i r e a b l e  and p o s s i bl e  to c o v e r  m o s t  A l a s k a n  e mp l o y e r s  in a (
m a n n e r  w h i c h  w o u l d  not d u p l i c a t e  or c o n f l i c t  w i t h  federal O S H A  r e g u l a ti on s,  f

- — t h a t  any l e g i s l a t i o n  pursue d this s e s s i on  s h o ul d  r e p r e s e n t  a basic, s i m p l i f i e d  

e m p l o y e r - t o - e m p l o y e e  c o m m u n i c a t i o n  s y s t e m  i n v o l v i n g  a m i n i m u m  of  p a p e r w o r k  or | 

e x pe n s e .

Pro v i s i o n s  of  t he  CS

The g r o u p  a g r e e d  to a dr aft  CS c o n t a i n i n g  th e f o l l o w i n g  general pr ovi sio ns:

— T h e  CS tracks the pro po s e d  O S H A  r e g u l a t i o n s  for the s u b s t a n c e s  c overed. Two 

b a s i c  lists of c h em i c a l s  for w h i c h  s t u d y  and e x p o s u r e  limits have bee n set  

w o u l d  be c o v e r e d  plus addit ion al s u b s t a n c e s  w h i c h  w o u l d  be c ov er e d  by O S H A  I'

r e g u l a t i o n  f o l l o w i n g  p e r f o r m a n c e - b a s e d  testin g. T h e  c om b i n e d  lists (large \l
o v e r l a p )  w o u l d  c o v e r  a p p r o x i m a t e l y  6 0 0 - 7 0 0  ch emical s u b st a n c e s  to be c o n s i d e r e l  

" h a z a r d o u s "  or "toxic" u n d e r  the bill. v.

— E m p l o y e r s  w o u l d  be r equ ir ed  to p ost a n o t i c e  of  h a z a r d o us  and toxic s u b s t a n c e !  

in t h e i r  w o r k p l a c e s  wi t h  i n f or ma ti o n  on h e a l t h  ha za r d s ,  h a nd li n g  p r o c e d u r e s ,  I
and o t h e r  i n f orma tio n. E m p l o y e r s  w o u l d  a ls o be r e q u i r e d  to p r o v id e s a f e t y  [

t r a i n i n g  on t h e s e  s ub st an c e s  to new  e m p l o y e e s  and r e a s s i g n m e n t  of  e m p l o y e e s  

f o r  s u b s t a n c e s  t hey w ould be e xp o s e d to. |

- -- T h e  i n f o r m a t i o n  req uired to be s up pl ie d by e m p l o y e r s  w ou ld  be in th e same 

f o r m  as r e q u i r e d  un der  O S H A  reg ul at io n .  T his i n f o r m a t i o n  w o u l d  not ha v e  to 

be p r o d u c e d  by e m p l o ye rs  but w o u l d  c o m e  f r o m  m a n u f a c t u r e r s  as r e q u i re d  by

the O S H A  r e gs,  w c u l d  be r e q u ir ed  on all s u b s t a n c e s  i mpo rte d into A l a sk a  (to

c o v e r  m i d d l e m a n  w h o l e s a l e r s  not c o ve r e d  by federal regs), and  w o u l d  be o n  file

w i t h  the s t a t e  D e p a r t m e n t  of Labor. In fact, i n f o r m a t i o n  on most, if not

all, the substance:; co v e r e d  by the bill is c u r r e n t l y  availab le.

- -No l a b e l i n g  or r e p or t i n g  r eq u ir e m e n t s  ar e inc l u d ed  in the CS. L a b e l i n g  will n

be r e q u i re d  o f  all m a n u f a c t u r e r s  u n d e r  O S H A  r e g u l a t i o n s  and the r e p o r t i n g  

r e q u i r e m e n t s  w e r e  d e t e r m i n e d  not to be cri tic al to the b as ic c o m m u n i c a t i o n  

to e m p l o y e e s  of s u b s ta nc e  information.

- - - S u b s t a n c e s  w h i l e  in trans it are e x e m p t  fr o m  the p ro vi s i o n s  of the bill. Curreir 

federa l t r a n s p o r t a t i o n  of  h az ar dou s s u b s t a n c e s  r e gu l a t i o n s  w e r e  d e t e r m i n e d  to 

be s u f f i c i e n t .

— H o u s e h o l d  items such as food, drugs, g oo d s  use d for personal use a re  e x e m p t e d  ( 

as a r e  s ub st a n c e s  in small q ua nt i t i e s  not r e p r e s e n t i n g  a he a l t h hazard . Thus, 5 
no s u b s t a n c e s  like salt or bug spr ay o f f  the s h e l f  are included. H o w e v e r ,  some 

i t e m s  like sand (sil icates) are on the lis t w h e n  used in c o n c e n t r a t i o n s  (like 

s a n d b l a s t i n g )  w h i c h  have been sho wn to r e p r e s e n t  real hea lt h ha zar ds,  b u t  not ’ 

for m o s t  c o m m o n  si tua tions.

— A l t h o u g h  the technical a s s i s t a n c e  a c t i v i t i e s  a nd p r e - i m p l e m e n t a t i o n  tas ks of 

the D e p a r t m e n t  of Labor w o u l d  t ak e e f f e c t  i m m e di a t e l y ,  e m p l o ye rs  w o u l d  no t be 

r e q u i r e d  to c o m p l y  b efo re  J uly 1, 1984, to e n s u r e  t h a t  i n f o r m a t i o n  is a v ai l a b l e



S e n a t e  R e s o u r c e s  C o m m i t t e e  
M a y  11, 1 9 8 3

DRAFT LETTER OF INTENT, SB 79
The p u rp o se  o f  t h i s  l e g i s l a t i o n  i s  to  in fo rm  em ployees o f  th e  i d e n t i t y  o f  and th e  h e a l th  h a z a rd s  and p ro p e r  h a n d lin g  p ro c ed u re s  
f o r  h az a rd o u s and to x i c  su b s ta n c e s  in  t h e i r  w o rkp lace  th ro u gh  a 
com m unica tion  and s a f e t y  e d u c a tio n  p rog ram  adop ted  by em p lo ye rs . 
W hile t h i s  l e g i s l a t i o n  i s  d e s ig n e d  to  c o v e r  m ost em p loye rs in  th e  
s t a t e  u t i l i z i n g  s u b s ta n c e s  d e f in e d  in  th e  b i l l ,  i t  i s  n o t th e  
i n t e n t  to  r e q u i r e  em p loye rs to  be r e s p o n s ib le  f o r  th e  g e n e ra t io n  
o r  c r e a t io n  o f  th e  in fo rm a t io n  r e q u i r e d  to  be p o s te d  o r  communi­
c a te d  to  em p lo yee s . R a th e r ,  th e  b i l l  i s  d e s ig n e d  unde r th e  
a s su m p tio n  t h a t  f e d e r a l  r e g u la t io n s  w i l l  be p rom u lga ted  in  th e  
n e a r  f u t u r e  by th e  O ccup a tio n a l S a f e t y  and H e a lth  A d m in is t r a t io n  
(OSEA) which w i l l  r e q u i r e  m a n u fa c tu re r s  to  d e v e lo p  and d i s t r i b u t e  
in fo rm a t io n  f o r  a l l  th e  su b s ta n c e s  co v e re d  by th e  b i l l .  The 
p r o v i s io n  r e q u i r i n g  t h a t  such in fo rm a t io n  accompany su b s ta n c e s  
im p o rte d  i n to  th e  s t a t e  and th e  p r o v i s io n  r e q u i r in g  th e  S ta t e  
D epa rtm en t o f  L a b o r to  keep in fo rm a t io n  on f i l e  f o r  a l l  sub ­
s ta n c e s  co v e re d  by th e  b i l l  a r e  d e s ig n e d  to  a id  em p loye rs in  
r e a d i l y  o b ta in in g  th e  r e q u ir e d  in fo rm a t io n .
I t  i s  th e  i n t e n t  o f  th e  Comm ittee t h a t  th e  D epartm en t o f  Labo r p la y  an a c t i v e  r o l e  in  in fo rm in g  em p lo ye rs  o f  th e  re q u irem en ts  o f 
t h i s  b i l l  and a id in g  them in  m ee tin g  th e  re q u ire m e n ts .  Among th e  
t a s k s  r e q u i r e d  o f  and in te n d ed  t h a t  th e  D epa rtm en t u n d e rta k e  a r e :  
th e  deve lopm en t o f  a p o s te r  o u t l i n in g  th e  p r o v i s io n s  and employee 
r i g h t s  und e r th e  b i l l  and th e  p r i n t i n g  o f  s u f f i c i e n t  c o p ie s  f o r  
a l l  a p p l ic a b le  em p lo y e rs ; th e  c o m p ila tio n  o f  a l l  r e le v a n t  in fo rm a ­t io n  on th e  v a r io u s  su b s ta n c e s  co ve red  by th e  b i l l  and fo rm u la - - 
t io n  o f  an in fo rm a t io n  r e t r i e v a l  sy s tem  c a p ab le  o f  an sw e rin g  
te le p h o n e  i n q u i r i e s  by em p loye rs and em p loyees on v a r io u s  sub ­
s ta n c e s  and p ro d u c t s ;  th e  c o m p ila tio n  and p r i n t i n g  o f  a l i s t  o f  
th e  v a r io u s  s u b s ta n c e s  i d e n t i f i e d  in  th e  b i l l  a s  h aza rdou s and 
to x i c  f o r  u se  by em p lo y e rs ; th e  p ro v i s io n  o f  a s s i s t a n c e  to  
em p lo ye rs  upon r e q u e s t  in  d e v e lo p in g  s a f e t y  e d u c a tio n  p ro g ram s; 
and th e  s u rv e y in g  o f  v a r io u s  em p lo ye rs o r  i n d u s t r i e s  to  i d e n t i f y  
th e  ty p e s  o f  s u b s ta n c e s  used and p rob lem s b e in g  en co u n te re d . In  
t h i s  l a s t  t a s k  i t  i s  in te n d ed  t h a t  such s u rv e y s  be made in  
c o o p e ra t io n  w ith  b u s in e s s  and in d u s t r y  g ro u p s  o r  a s s o c ia t io n s .
I t  is ' th e  i n t e n t  o f  th e  Comm ittee t h a t  th e  Depa:. tm e r t com ple te  th e  s p e c i f i c  t a s k s  i d e n t i f i e d  in  s e c t io n  1 o f  th e  b i l l  a t  l e a s t  
s e v e r a l  m onths in  advance o f  th e  J u l y  1, 1984 e f f e c t i v e  d a te  f o r  
s e c t io n  2 o f  th e  b i l l  r e q u i r in g  p o s t in g  and t r a i n i n g  by 
e m p lo y e rs .

I

The b i l l  a u th o r iz e s  th e  D epartm en t to  i d e n t i f y  su b s ta n c e s  to  be 
co ve red  by th e  b i l l .  I t  i s  th e  i n t e n t  o f  th e  Comm ittee t h a t  t h i s  
a u th o r i t y  be u sed  o n ly  on a c a s e -b y -c a s e  b a s i s  p u rsu a n t to  th e  
A d m in i s t r a t iv e  P ro c ed u re  A c t to  co v e r a v e ry  few su b s ta n c e s  which 
m ig h t be o f  s p e c i f i c  concern  in  th e  s t a t e  b u t f o r  some re a so n , 
such a s  b u r e a u c r a t i c  d e la y , have n o t yev been i d e n t i f i e d  on th e  
fe d e r a l  l e v e l  p u r s u a n t to  OSHA r e g u la t io n .  I t  i s  n o t th e  i n t e n t  o f th e  Com m ittee t o  d i r e c t  th e  D epartm en t to  engage in  a m a jo r 
i d e n t i f i c a t i o n ,  t e s t i n g  o r  r e s e a rc h  p rog ram  which would r e s u l t  in  
la r g e  num bers o f  a d d i t io n a l  s u b s ta n c e s  o r  a d d i t io n a l  l i s t s  o f 
s u b s ta n c e s  beyond th o se  i d e n t i f i e d  in  th e  b i l l .
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Sec. 1 8 . 6 0 . 0 7 2 .  R E P O R T S  TO BE FILED W I T H  D E P A R T M E N T ,  (a) A m a n u f a c t u r e r  

o r  w h o l e s a l e r  who is s u b j e c t  to the r e q u i r e m e n t s  of A S  18 .6 0 . 0 5 1  a n d  18 .60 .0 52 ,  

r e s p e c t i v e l y ,  s hall f il e w i t h  the d e p a r t m e n t  a rep ort  that include s

(1) th e i n f o r m a t i o n  r e q u i r e d  to be p r o v i d e d  to p u r c h a s e r s  u n d e r  A S  18.- 

6 0 . 0 5 1  o r  1 8 . 6 0 . 0 5 2  for each h a z a r d o u s  or t o x i c  s u b s t a n c e  s p e c i f i e d by the 

d e p a r t m e n t  u nd e r  (d) of thi s se cti on ;

(2) t he  q u a n t i t i e s  of h a z a r d o u s  o r t ox i c  s u b s t a n c e s  b e i n g  h a n d l e d  

s to r e d ,  u s e d  o r  p r o d u c e d ;  an d

(3) o t h e r  i n f o r m a t i o n  c o n s i d e r e d  a p p r o p r i a t e  by the d e p a r t m e n t .

(b) An e m p l o y e r  wh o is s u b j e c t  to the r e q u i r e m e n t s  of A S  18 .6 0 . 0 71  shall 

file w i t h  the d e p a r t m e n t  a repo rt that inc lu d e s

(1) the chemical n a m e s a n d  t h e  C A S  n um b e r s  of h a z a r d o u s  or toxic 

s u b s t a n c e s  used in the w o r k p l a c e ;  and

(2) the s a f e t y  p r o c e d u r e s  and e q u i p m e n t  a c t u a l l y  used in t h e  w o r k­

pla c e ;  a n d

(3) t h e  i n f o r m a t i o n  re qui red  u n d e r  (a)(2) a n d  (3) of th is  s e ct i o n . .

(c) A m a n u f a c t u r e r ,  w h o l e s a l e r ,  or  e m p l o y e r  s hal l p r o m p t l y  r epo rt  to the 

d e p a r t m e n t  any s u b s t a n t i v e  c h ange s in the i n f o r m a t i o n  t o be p ro v i d e d  u n d e r  (a) 

o r  (b) of this se cti on.

(d) The d e p a r t m e n t  shall a d o p t  r e gu l a t i o n s  s p e c i f y i n g  t h e  h a z a r d o u s  or 

t o x i c  s u b s t a n c e s  to b e  r e p o r t e d  u nd e r  t h i s  s e ct io n .

11A : 3 2



C la r i f y i n g  amendments f o r  c o n s id e ra t io n .

* S e c t io n  1
(12 ) adop t r e g u la t io n s  l i s t i n g  "h a sa rd o u s  su b s ta n c e " 

(AS 18 .60 .105 (11 ) and " t o x i c  su b s ta n c e "  (AS 18 .60 .105 (12 ) 
and e x c lu d in g  from  th a t  l i s t

* S e c . 3 page 4 - 18.60.072 (c )
(c )  The departm en t s h a l l  adop t r e g u la t io n s  s p e c i fy in g  

th e  s p e c i f i c  hazardous o r  to x ic  su b s ta n c e s  to  be r e p o r te d  on 
a su b s ta n c e  by su b s ta n c e  b a s i s  unde r t h i s  s e c t io n .

* S e c . 3 page 6 -  18.60.105
(11 ) "h aza rdou s su b s ta n c e "  means a chem ica l th a t  i s

(A ) l i s t e d  in  th e  U n ited  S t a t e s  D epartm ent o f  
T r a n s p o r ta t io n  Hazardous M a te r ia l s  T a b le , 49 C .F .R . 172.101; 
o r

(B ) any o f th e  fo l lo w in g : . . .
( v i )  an o x id iz e r ;  and

(C ) i s  s p e c i f i c a l l y  l i s t e d  in  r e g u a l t io n  adop ted 
by th e  depa rtm en t under AS 1 8 .6 0 .0 3 0 (1 2 );

(12 ) " t o x i c  su b s ta n c e "  means a chem ica l which , upon 
e xp o su re , may r e s u l t  in  th e  occu rance o f  a c u te  o r ch ro n ic  
h e a l th  e f f e c t s  in  employees and i s  l i s t e d  in  r e g u la t io n  
adop ted  by th e  departm en t unde r AS 1 8 .6 0 .0 3 0 (1 2 );

-1-
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Title: "An Act relating to hazardous and toxic substances and

providing for an effective date."

Contact: Bill Schneider

276-5354

T. Jt Thrasher 

276-1149

M y  name is Bill Schneider and with me today is T. J. Thrasher. He presently 

serve as Co-Chairmen of the Alaska E mployers’ Committee (AEC). The Alaska 

Employers' Committee represents over 5,000 employers, including:

Associated General Contractors, Alaska Trucking Association, Alaska Retail 

Association, Alaska Seafood Processors, Alaska Loggers Association, Alaska 

Miners Association, Alaska Support Industry Alliance, Anchorage L a u n d r y  

and Dry Cleaners Association, Resource Development Council, SQHIO and many 

individual Alaskan employers.

AEC has directed Ms. Thrasher and myself to be here today and present our 

Committee views o n  1IB 197. We fully support the goal of this bill, that is, a 

safe and healthful Alaska workplace.

1



Unfortunately, this Bill creates many costly hurdles and pitfalls on the path 

towards worker safety.

More importantly, however, there is a key ingredient missing from this Bill - - 

common sense.

As someone who has spent over 12 years in the safety profession, I can tell 

you that the most important tool available in the prevention of accidents, on 

or off the job, is common sense. Allow me to briefly illustrate the absence 

of common sense from HB 197.

Most of the goods utilized in Alaska are shipped up from manufacturers in the 

Lower 48. Several thousand tons of different materials arrive annually by ship, 

plane and truck.

Under 1IB 197, over 40.000 of these substances will potentially be classified 

as toxic or hazardous.

Detailed scientific information must be provided on each of these 

substances: CAS numbers, chemical names, potential risks, etc.

Our Committee agrees that this information should be provided by the manufacturers 

as they are the experts on the substances they produce.



But, a s  w e  s t a t e d  b e f o r e ,  t h e  m a n u f a c t u r e r s  o f  a l m o s t  a l l  o f  the g o o d s  u t i l i z e d  

in  t h i s  s t at e  ar e  n o t  h e r e  b ut, r a t h e r  t h e y  ar e locatedi o u t s i d e  of  A l a s k a  a n d  

a r e  c o n s e q u e n t l y  a r e  n o t  c o v e r e d  b y  t h i s  Bill.

T h e r e  i s  a n  a l t e r n a t i v e  c o u r s e  to f o l l o w  o n  t h i s  p a t h  t o w a r d s  w o r k p l a c e  

s a f e t y .  It m a k e s  s e n s e  a n d  I e n c o u r a g e  the C o m m i t t e e  to g i v e  it s e r i o u s  

c o n s i d e r a t i o n .

T h e  F e d e r a l  h a z a r d  c o m m u n i c a t i o n  r e g u l a t i o n s  c o v e r i n g  t o x i c  a n d  h a z a r d o u s  U

s u b s t a n c e s  w i l l  go in t o  e f f e c t  thi s  s u m m e r ,  a c c o r d i n g  to T h o r n e  A u c h t e r ,

U n d e r s e c r e t a r y  of L a b o r  for OSHA.

T h e s e  r e g u l a t i o n s  w i l l  a p p l y  to a l l  s t a t e s  a n d  w i l l  r e q u i r e  m a n u f a c t u r e r s  to 

p r o v i d e  t o x i c  i n f o r m a t i o n  o n  t h e i r p r o d u c t s .

A c c o r d i n g  to the M a r c h  24, 198 3  B u r e a u  o f  N a t i o n a l  A f f a i r s ,  R e g u l a t o r y  and L e g a l  |

D e v e l o p m e n t s ,  N e w s l e t t e r  the f inal d r a f t  of the fede r a l  r e g u l a t i o n s  not o n l y  

c o v e r  th e  m a n u f a c t u r e r s  b u t ,  a l s o  the d i s t r i b u t o r s  of c h e m i c a l s .

"All a s p e c t s  o f  the s u p p l y  c h a i n "  m u s t  b e  c o v e r e d  to m a k e  the 

r u l e  e f f e c t i v e ,  the a g e n c y  (OSHA) said in d e f e n s e  o f  the n e w  sc o p e ,  w h i c h  

w o u l d  a p p l y  the s a m e  d u t i e s  to i m p o r t e r s  as it w o u l d  to c h e m i c a l  

m a n u f a c t u r e r s ,  and  w o u l d  r e q u i r e  d i s t r i b u t o r s  to s h i p  l a b e l e d  

c o n t a i n e r s  an d  " p r o v i d e  d o w n s t r e a m  p u r c h a s e r s  w i t h  a c c e s s  to a n

a p p r o p r i a t e  m a t e r i a l  s a f e t y  d a t a  s h e e t . "  |

U n d e r  H B  197, the A l a s k a  e m p l o y e r s  w o u l d  s h o u l d e r  the b u r d e n  o f  p r o v i d i n g  t his 

i n f o r m a t i o n .  An d  in m o s t  i n s t a n c es ,  the e m p l o y e r ,  l a c k i n g  the e x p e r t i s e  and
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s t a f f ,  w o u l d  h a v e  to go b a c k  t o  the m a n u f a c t u r e r  to a c q u i r e  t h i s  i n f o r m a t i o n .

I n  o t h e r  w o r d s ,  a co s t l y ,  d u p l i c a t i v e  r o u t e  c o u l d  e a s i l y  be a v o i d e d  b y  a d o p t i n g  

t h e  f e d e r a l  r e g u l a t i o n s  i n t o  o u r  S t a t e  codes.

W i t h  t h i s  i n  m i n d  th e  A l a s k a  E m p l o y e r’s C o m m i t t e e  u r g e s  y o u  t o  c l o s e l y  s c r u t i n i z e  

th e  p r o p o s e d  f e d e r a l  r e g u l a t i o n s  a n d  if y o u  b e l i e v e  that a d j u s t m e n t s  a r e  n e c e s s a r y  

t h e y  c a n  b e  d e a l t  w i t h  a f t e r  the f e d e r a l  r e g u l a t i o n s  h a v e  b e e n  a d o p t e d .  T h e  

A l a s k a  E m p l o y e r ' s  C o m m i t t e e  s t a n d s  r e a d y  to a s s i s t  th e C o m m i t t e e  in a n y  

m a n n e r  a p p r o p r i a t e .

T h a n k  y o u  for y o u r  t i m e  and  I a m  a v a i l a b l e  for a n y  q u e s t i o n s  t ha t  the C o m m i t t e e  

m i g h t  h ave.



W e  strongly support HB 197, an act relating to hazardous a n a  toxic sub­

stances in the workplace. Passage of HB 197 is an important first 
step in managing hazardous .materials and protecting workers in Alaska kj-
IVCWUC- t 1 T© ^  ,

1 have sane specific comments pertaining to yesterdays testimony 
as well as some general comments on the Bill.

1. Amendments for consideration: Sec 3 page 4 18.60.072(c). I
see a problem with this amendment because the situation could arise 

where we would have a RTK Bill regulating no substances at all. There 
nust b e  sane assurance that the adoption of the NIOSH, DOT , and 
ICRA l ists of hazardous materials b e  performed without having to 

go through all the chemicals on those lists. W e  would, of cousre 
exclude those substances excluded under sect'! on 1 of HB 193.
In addition, there should b e  sane time limit put on the department 
to adopt the regulations.

2. With regard to Mr. Ames' comnents o n  industry already providing 

enough health and safety information to workers. I congratulate 
the pulp industry for their work to protect their employees. Many

other industries are also making great strides in this area primarily 
motivated b y  profit or humanitarian reasons. Ma n y  industries 
have argued that providing health and safety information to workers 
has saved them money in workmans compensation costs, and reduced 

the number absentee workers. This reduces the amount of on the jab 
retraining and rehiring, againing saving time and money.^ What Mr. Ames' 
failed to say was that FIB 197 is designed for industries Who do not 
provid workers with information about the toxic materials in the 
workplace. Indusries providing this information already would 
not b e  burdened b^T~5rrg~~luigis lat i o m  There'are 8~4~printdhops and
2 newsp&pers~iTr7\neft0rage which all require chemistry to function.

The solvents and fixatives used b y  the workers are net-labeled-properly 
only labeled with the statement Do Not Dispose of In Municipal Sewer 

Systems. If the manaufae te reg-aaya- the materials present problems 
to sewer systems v .iat do they do to workers?

3. With regard to Mr. Schneiders comments : I think that the Alaska 

enplyees Ass. needs a work session to discuss this Bill.

His arguement that the fact that manufacturers are outside of the 
state of Alaska would have some bearing on HB-197-i3-irrelevant. 

on the employers anility to obtain MSDS information is irrelevant.
The only relevance to his comment is that yes indeed the 
manufacturers have MSDS.

He further argued that the employer wou^d have to provide MSDS 
sheet information and implied that the employer would have to 
perform the research and analysis on the materials they use.
N o  where in HB 197 does it require employers to analyze the 

chemicals they use. A s  Mr. Schneider stated manufacturers already 
compile this information. All the legislation requires is that the 
employer provide the information that is., obtain MSDS . This proceedure 
is relatively easy to do, b y  simply writing or calling the manaufacturer. 
General Electric will gladly send all their MSDS forms to anyone who 

requests such information. The N Y  Dept of Health will also do this 
a no cost. Our Poison Control Centers located through out the State 
of Alaska already have much of this information compiled and ready to 

send out to anyone who requests the information.

4. Both Mr. Schneider and Mr. Ames testified that F*B 197 would require 
to much paper w o r k . The only paper work as I see it is writing a 
simple form letter requesting MSDS , uerexeing- zeroxing it a fev; times, 
and sending it to those parties who have MSDS. Once the employer obtains 
the information , the only other requirement would b e  to zerox the MSDS 
sheets again, and post them in a eonspicous area in the workplace. One 
MSDS sheet with all the information about the chemicals is probably a 
whole lot more cost effective them the many pamphlets Mr, Ames hands out 

to pulp workers, and it might even reduce the amount of paper h e  finds

in the parking lots.



5. Regarding the N e w  OSHA regulations: I too agree that these regulations
should be looked at very carefully. I have a  chance to review munch

of the n e w  legislation, and still these regulations are targeted 
at the m a n u f a c t u r i n g  workplaces disregarding the millions of 

workers employed in agriculture, construction, transportation, and 
other service a n d  non-manaufacturing occupations. Read QUOte:

And still the liev/ osha standards are weak in the area of MSDS, the language 

allows for voluntary compliance on the part of both the manufacturer 

and the wsrker employer to obtain these safety sheets.

Furthermore, decision-makers in Alaska have been stressing the need
for reducing federal control over Alaskan activities. Why- do-we
W e  can have our own RTK law which is better than OSHA and more easily
managed. It seems strange that industry is now supporting the
Federal RTK legislation when they lobbied heavily against _t in the past.

A s  many of u s  k n o w  there was once a Federal RTK law under Ula Bingham
and the Carter Administration. Yet this law was one of the first to go
under the new Administration . How can we b e  assurddd that the FED RTK

law will b e  put into effect? A n d  h o w  can w e  be certain that future

administrations, retain it?
><.A

6. The HB 197 S h o u l d  have soma requirements for labeling of substances 
in the woekplace . A  color code could b e  u.^ed , or maybe just ■

the most widely used chemicals should be labeled to protect workers

F o r  t h e  p a s t  t w o  y e a r s ,  I h a v e  b e e n  i n v o l v e d  p r o f e s s i o n a l l y  

w i t h  t h e  i s s u e  o f  ’a a z a r d o u s  a n d  t o x i c  s u b s t a n c e s .  I a m  

p r e s e n t l y  a m e m b e r  o f  t h e  S t a t e  o f  A l a s k a  H a z a r d o u s  W a s t e  

A d v i s o r y  W o r k  G r o u p  a n d  a m  C h a i r m a n  o f  t h e  S u b - c o m m i t t e e  

o n  H a z a r d o u s  W a s t e  t o  t h e  E n v i r o n m e n t a l  H e a l t h  A d v i s o r y  

C o m m i t t e e  o f  t h e  A n c h o r a g e  M u n i c i p a l  H e a l t h  C o m m i s s i o n .

I t  h a s  b e c o m e  p a i n f u l l y  c l e a r  t o  m e  t h a t  A l a s k a n  w o r k  a r e a s  

a r e  w i t h o u t  t h e  p r o p e r  s a f e t y  e q u i p m e n t  a n d  i n f o r m a t i o n  to 

p r o t e c t  w o r k e r s  f r p m  e x p o s u r e s  t o  h a z a r d o u s  a n d  t o x i c  s u b ­

s t a n c e s  .

T h e  u s e  o f  h a z a r d o u s  m a t e r i a l s  i s  c e n t r a l  t o  o u r  d a i l y

l i v e s  i f  n o t  o u r  e x i s t e n c e .  N o t  a d a y  g o e s  b y  w h e n  o n e  
* •

d o e s  n o t  u s e  a h a z a r d o u s  m a t e r i a l  o r  c o m e  i n t o  c o n t a c t  w i t h  

i t e m s  t h a t  h a v e  b e e n  m a n u f a c t u r e d  w i t h  o n e  o r  m o r e  o f  t h e s e  

d a n g e r o u s  s u b s t a n c e s .  U s e  o f  h a z a r d o u s  m a t e r i a l s  c a n  c a u s e  

s e v e r e  i n j u r y  t h r o u g h  m i s u s e ,  l a c k  o f  p r o p e r  s a f e t y  t r a i n i n g ,  

a n d  i n a d e q u a t e  p e r s o n a l  p r o t e c t i v e  e q u i p m e n t .  E a c h  y e a r  

a p p r o x i m a t e l y  3 0 0 0  n e w  c h e m i c a l s  a r e  i n t r o d u c e d  i n t o  t h e  

w o r k p l a c e ,  m a n y  o f  w h i c h  a r e  u s e d  in A l a s k a .
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In e x a m i n i n g  t h e  c u r r e n t  s i t u a t i o n  o f  the h a n d l i n g  o f  

h a z a r d o u s  a n d  t o x i c  m a t e r i a l s  i n  A l a s k a ,  s e v e r a l  q u e s t i o n s  

e m e r g e .  F o r  e x a m p l e ( c h e m i c a l s  s u c h  as c h r o m i c  acid, s u l­

p h u r i c  a c i d ,  a n d  h y d r o g e n  p e r o x i d e  a r e  us e d  in A l a s k a .

T h e i r  l i q u x d s  a n d  v a p o r s  a r e  c o r r o s i v e  to h u m a n  t i s s u e . . 

W h a t  p e r s o n a l  p r o t e c t i v e  e q u i p m e n t  a n d  s a f e t y  m e a s u r e s

s h o u l d  b e  t a k e n  w h e n  u s i n g  t h e s e  s u b s t a n c e s ?

«

T o x i c  m a t e r i a l s ,  s u c h  as 2 , 4 - D ,  a m i t r o l e ,  b r o m a c i l ,  a n d  

p i c l o r a m  a r e  h e r b i c i d e s  u s e d  b y  t h e  A l a s k a  R a i l r o a d ,  M a t a n -
> i

u s k a  a n d  C h u g a c h  E l e c t r i c ,  t h e  M i l i t a r y ,  d e v e n  h o m e­

o w n e r s .  T h e  m i s u s e  o f  t h e s e  s u b s t a n c e s  can c a u s e  p h y s i o -

I
l o g i c a l  a n d  b i o l o g i c a l  d a m a g e .  W h a t  in t h e  s a f p  e x p o s u r e  

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

e r i a l s ?

A c e t o n e ,  t r i c h l o r o e t h y l e n e ,  p e r c h l o r o e f h a n e  a n d  o t h e r  s o l­

v e n t s  a n d  d e g r e a s e r s  a r a  u t i l i z e d  b y  i n d u s t r i a l  a n d  s e r v i c e  

f a c i l i t i e s  s u c h  as p r i n t  s h o p s ,  d r y  c l e a n e r s ,  a n d  p a i n t  

m a n u f a c t u r e r s  t h a t  a r e  a n e c e s s i t y  t o  a l l  c o m m u n i t i e s .

T h e s e  s u b s t a n c e s  a r e  h i g h l y  f l a m m a b l e .  W h a t  m e t h o d  o f  f i r e
F ♦

s u p p r e s s i o n  s h o u l d  b e  u s e d  i f  o n e  o r  m o r e  o f  t h e s e  s u b­

s t a n c e s  i g n i t e s  i n  the w o r k p l a c e ?

fre.ii?-
A n s w e r s  to  t h e s e  q u e s t i o n s  w o u l d  b e  p r o v i d e d  by  -S-B— 79 a n d  

s h o u l d  b e  m a d e  a v a i l a b l e  to all A l a s k a n  w o r k e r s .  TiWrG— in- 

f n r m a 4 d n n  a h o m l d ' ba— p»s-ted— in— th.e— w n r k p  1 a c e , a n d  m a d e  k n o w n
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A s  A l a s k a  g r o w s  a n d  d e v e l o p s  i t s  C o a l ,  N G ,  A s b e s t o s ,  T i m b e r ,  

G o l d ,  Z i n c ,  O i l  S h a l e ,  a n d  o t h e r  r e s o u r c e s ,  I c a n  o n l y  w o n ­

d e r  h o w  m a n y  ipore h a z a r d o u s  m a t e r i a l s  w i l l  b e  b r o u g h t  i n t o  

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

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

o u r  o w n  c h e m i c a l s .  I d o  n o t  h a v e  t o  r e p e a t  t h e  w e l l - d o c u ­

m e n t e d  h a z a r d s  a s s o c i a t e d  w i t h  s u c h  a n  i n d u s t r y .

I n  A l a s k a ,  w e  h a v e  t h e  u n i q u e  c h a l l e n g e  a n d  o p p o r t u n i t y  

t o  a v o i d  t h e  m i s t a k e s  w i t h  w h i c h  o t h e r  c o m m u n i t i e s  h a v e  e n ­

c o u n t e r e d  t h e m s e l v e s  i n  t h e  a r e a  o f  h a z a r d o u s  a n d  t o x i c  m a t -
I * .

e r i a l s .  W h i l e  m o s t  o f  t h e  .nine • s t a t e s  w h i c h  h a v e  j u s t  

r e c e n t l y  a d o p t e d  t h e i r  o w n  r i o h t - t o - k n o w  l a w s  h a v e  d o n e  s o
! i i .

o u t  o f  a r e a c t i o n  t o  i n c r e a s e d  c a n c e r s  a n d  d e a t h s  i n  t h e  

w o r k p l a c e ,  A l a s k a ,  r e l a t i v e l y  s p e a k i n g ,  d o e s  n o t  h a v e  t h e s e  

p r o b l e m s  y e t ,  a n d  h a s  t h e  c h a n c e  4t o  g r o w  a n d  p r o s p e r  a n d  

s t i l l  p r o v i d e  s a f e  w o r k  e n v i r o n m e n t s .

T h e  c h a l l e n g e ,  as I s e e  it, i s  w h e t h e r  w e  a l l  c a n  ac|mit t h a t  

i g n o r a n c e  i s  n o  l o n g e r  a n  a d e q u a t e  e x c u s e  f o r  u n h e a l t h y  w o r k -
t :

p l a c e s .  W e  a l l  k n o w  o f  t h e  h a z a r d s  a s s o c i a t e d  w i t h  w o r k i n g  

w i t h  h a z a r d o u s  m a t e r i a l s .  I n  k n o w l e d g e  l i e s  t h e  p o w e r  t o  

m a k e  t h e  r i g h t  d e c i s i o n s .  I n  s h o r t ,  w e  c a n  n o  l o n g e r  d r i v e  

a u t o m o b i l e s ,  p a i n t  h o u s e s ,  m a n u f a c t u r e  c l o t h i n g ,  b u i l d  r o a d s

a n d  d a m s ,  a n d  g r o w  c r o p s  w i t h  o u t  u s i n g  d a n g e r o u s  s u b s t a n c e s .
, •! * **

S o  l o n g  a s  w e  c o n t i n u e  t o  u s e  h a z a r d o u s  m a t e r i a l s ,  w e  m u s t  a l l  

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

o f  t h e  w o r k e r  is p r o t e c t e d .  

c W ^ /  Jjg UrC^  h X x  ^
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R E Q U E S T

B i f l / R e s o 1iicion No. :H ous e Bill 197 

T i t l e ;  " Haz ard ous  & Toxic S ub st a n c e s"  

S p o n s o r :  L a b o r  and C om m e r c e  C om mi tte e

R e q u e s t o r :  Labor and Co mme rce  Committee'

II. F I S C A L  D E T A I L

A g e n c y  A f f e c t e d : L abor

P r o g r a m  C a t e g o r y  A f f e c t e d  w o r k e r  P ro t e c t io n

BRU , P r o g r a m  o f  S u b p r o g r a m ^ j  A f f e c t e d : -  
Labor S t a n d a r d s  and Safe ty

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  of  D o T ars)

FY 83 FY 8 4 FY 85 FY 86 FY 87 FY 8 8

O P E R A T I N G

100 P E R S O N A L  S E R V I C E S 75.0 79.5 84.3 89.4 94.8

2 0 0  T R A V E L 12.5 5.3 5.6 5.9 6.3

3 00  C O N T R A C T U A L 29.3 31.1 33.0 35.0 37.1

4 0 0  C O M M O D I T I E S 1.5 1.1 1.2 1.3 1.4

5 0 0  E Q U I P M E N T 12.7

6 0 0  L A N D  & S T R U C T U R E S

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

T O T A L  O P E R A T I N G 131.0 117.0 124.1 1 3 1 . b ljy.b

C A P I T A L

R E V E N U E

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

III. S O U R C E  O F  F U N D S  T O  O F F S E T  F I S C A L  I M P A C T  O F  BILL;

Not a va ila ble .

G E N E R A L  F U N D  

F E D E R A L  F U N D S  

O T H E R  ( S p e c i f y  S o u r c e )

131.0 117.0 124.1 131.6 139.6

P O S I T I O N S :

F U L L - T I M E 2 2 2 2 2

P A R T - T I M E

T E M P O R A R Y

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f or  a n y  A n a l y s i s

\>VO s ’
P r e p a r e d  By: R ob e r t  J. Ba colas, Sr. ff- f f  ) /Z .fy r:
D i v i s i o n :  L abor  S t a n d a r d s and barely

P h o n e : 4 6 5 - 4 8 7 0  ....

Date; -A-j/rrMr^rWtt-

Date: AP ri1 4 ‘ 1983A p p r o v e d  by C o m m i s s i o n e r :  J im Robiso n 

D e p a r t m e n t :  Labor
L E G :A :21

D i s t r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e

C o p y  to O f f i c e  o f  M a n a g e m e n t  a nd  B u d g e t  (f or  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )  

C o p y  to D e p a r t m e n t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )

C o p y  to S p o n s o r
f i r  j . : ---------- ----- l —e _



F IS CA L NO T E

T HE  L E G I S L A T U R E  OF THE S TA TE  OF A L A SK A  

F O U R T E E N T H  L E G I S L A T U R E  

TI TLE : "An A ct rel a t in g to h a z a rd ou s  and t o xi c s u b s t a n c e s . "

A G E N C Y  A F FE C T E D : D e p a r t m e n t  of Labor

Page 2

U n d e r  thi s bill the D e p a r t m e n t  of  L abor will be r e s p o n s i b l e  f or  c o l l e c t i n g  and d i s­

se m i n a t i n g  i n f o rm a t i o n  r e g a r d in g  h a z a r d o u s  c h e m i c a l s  a n d/ o r  s u b s t a n c e s  at wo rk  or 

s t o ra g e  sites in A las ka.

An Industrial- H y g i e n i s t  p o s i ti on  in A n c h o r a g e  will be r e q u i r ed  to r e v i e w  and respond 

to r e q u e s t s  about th e e ff e c t s  of h a z a rd ou s  c h e m i c a l s  or s u b s t a n c e s ,  r e c omme nd r e m e d i­

cal act i o n  if r e qu i r e d ,  and c o m m u n i c a t e  this i n f o r m a t i o n  to the r eq ues tor . In a d d i­

tion, one cle rical p osi ti on  will be required to provid e s up po r t  for the hy gie ni st .

In a d d i t i o n  to the Personal Se rvi ce s co sts  a s s o c i a t e d  w i t h  the Industrial Hy gi en is t  

and th e clerical p o s i t io n,  t h e r e  will be a need to inc rea se the D e p a r t m e n t ' s  c u r r e n t  

c o n t r a c t  for l a b o r a t o r y  s e r vi ce s  ($ 5,000), as well as it's m a n a g e m e n t  s e r v ic es  and 

rent, a l l o c a t i o n  ($7 ,479 and $ 6 , 8 0 0  r es pe c t i v e l y ) .  All o th er  c osts in Cont rac tua l 

S e r v i c e s  are normal op e r a ti ng  costs. A d d i t i o n a l l y ,  t he  Industrial H y g i e n i s t p os i t i o n  

will r eq u i r e  v a r i o us  s c i e n t i f i c  m e a s u r i n g  and s a mp li n g  e q u i p m e n t  ($7,600), as well as 

basic o f f i c e  e q u i p m e n t .  The Travel b ud ge t  for FY 1984 i ncl ude s $ 7 , 50 0  for  r ec ru it i n g  

and r e l o c a t i o n  exp en s e s  for the h yg i e n i s t pos it io n  and $5, 00 0 nee d e d for e x t e n s i v e  

i n- s t at e travel to v i s i t  Alaska n work sites.

A s s u m p t i o ns :

1) The  D e p a r t m e n t  will c o l l e c t  and d i s s e m i n a t e  i n f o r m a t i o n  re ga rd in g  h a z a r do us  

c h e m i c a l s  a n d / o r  s u b s t a n c e s  to the general p ub li c ,  and as a result will also be 

m a k i n g  i n c r e as ed  w o r k - s i t e  i n s pe ct i o n s .

2) Infl ati on rate of 6 percen t per annum.

3) The  e q u i p m e n t  c o s t s  of $ 1 2 , 7 0 0  and $ 7 , 5 0 0  for travel and m ov in g  e x p e n s e s  are 

o n e - t i m e  items.

4) E f f e c t i v e  da t e  of J uly 1, 1983.
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I

“Where Dependability is a Tradition!”

Cleaners
TELEPHONE 274-8621 610 WEST FIREWEED LANE ANCHORAGE. ALASKA 99503

March 14, 1983

W alt F u rn a c e , ChairmanHouse Lab o r and Commerce Comm ittee
Pouch V
Ju n e a u , A la s k a  99811 

Re: HB 197
R e f f :  Y ou r l e t t e r  d a te d  3 /9 /8 3
Dear Mr. F u rn a c e :

A s in c e r e  th an kyou  f o r  you r o b je c t iv e  r e p ly .  I  am ch a g rin e d  o v e r my 
f a i l u r e  to  n o te  1 8 .6 0 .0 7 2 (c ) which would r e q u i r e  th a t  h e a r in g s  be h e ld  
p r i o r  to  in c lu s io n  o f  s p e c i f i c  s u b s ta n c e s . W hile i t  s t i l l  would a llo w  
f o r  " b u r e a u c r a t i c "  abu se i t  n e v e r  th e  l e s s  i s  a re a so n a b le  c o n t ro l  th a t  
u n fo r tu n a te l y  i s  a b se n t from  SB 79.
A f t e r  r e r e a d in g  HB 197, SB 79 and yo u r l e t t e r  I  would concede t h a t  you r 
b i l l  i s  n o t p a r t i c u l a r l y  u n re a so n a b le . SB 79 i s  d e f i n i t e l y  u n re a so n a b le .
I  am however s t i l l  concerned a s to  th e  e f f e c t i v e  im p lem en ta tio n  o f  you r 
b i l l  a s i t  would r e g u la te  m a n u fa c tu re r s  lo c a te d  in  o th e r  S t a t e s  and 
w ith  th e  p o t e n t i a l  f o r  c o n f l i c t i n g  r e g u la t io n s  from  o th e r  S t a t e s  and 
g iv e n  th e  sm a ll s iz e  o f  ou r m a rk e t, We as end u s e r s  m igh t n o t be a b le  
to  comply. I f  I  may quo te  th e  F e d e ra l R e g i s t e r [ V o l . 47, No.54, 3 /1 9 /82 , 
p ropo sed  r u l e s ,  page 12095]:

"The p o t e n t i a l  f o r  c o n f l i c t i n g  o r  c u m u la t iv e ly  burdensome s t a t e  
and lo c a l  law s has been acknow ledged by a number o f  in d u s t r y  r e p r e s e n t a t i v e s ,  p a r t i c u l a r l y  th o se  in v o lv e d  in  chem ica l manu­
f a c t u r i n g .  S in c e  m ost m an u fa c tu re s  t r a n s p o r t  t h e i r  p ro d u c ts  a c ro s s  s t a t e  l i n e s ,  th e  p r o l i f e r a t i o n  o f  s t a t e  and lo c a l  s ta n d a rd s  
may c r e a te  a bu rden  on i n t e r s a t e  commerce. F u r th e rm o re , th e  
d i f f e r e n c e s  among th e s e  s ta n d a rd s  r e s u l t  in  v a ry in g  l e v e l s  o f  
o f  p r o te c t io n  f o r  em ployees exposed to  th e  same h a z a rd s . A s in g l e ,  com p rehen sive  F e d e ra l S ta n d a rd  f o r  h aza rd  communication would 
e l im in a te  t h i s  c o n f l i c t ,  d e c re a se  th e  c u m u la tiv e  burden o f  com p liance , 
and e n su re  b a s ic  p r o te c t io n  fo r  a l l  em p lo y e e s ."

Samtone
trrli/mt t Hn/ilMiiwr



W a l t  F u r n a c e

W alt, I  am a l s o  conce rned  t h a t  you m igh t be m is in fo rm ed  somewhat on th e  
F e d e ra l  R e g u la t io n s  a s  you s t a t e  we would n o t r e c e iv e  any in fo rm a tio n  
r e g a r d in g  h aza rd ou s su b s ta n c e s  under th e  F e d e ra l  R e g u la t io n s .  I f  I  
may q u o te  from  th e  F e d e ra l R e g i s t e r  [same numbers as b e fo re  b u t page 
12101 (D epa rtm en t o f  L a b o r, 29 CFR P a r t  19100)] a g a in :

"Scope  o f  a p p l ic a t io n .  The p ropo sed  s ta n d a rd  a p p l ie s  to  em ployer:3 
who have f a c i l i t i e s  c l a s s i f i e d  in  th e  m a n u fa c tu r in g  S IC  codes 20 th ro u gh  39, D iv i s io n  D, in  th e  m ost r e c e n t  e d i t io n  o f  th e  S ta n d a rd  I n d u s t r i a l  C l a s s i f i c a t i o n  M anual; E x e c u t iv e  O f f ic e  o f  th e  P r e s id e n t -  
O f f ic e  o f  Management and B udge t. Em p loye rs w i th in  th e s e  codes 
who p roduce ch em ic a ls  a re  r e q u i r e d  to  a s s e s s  t h e i r  h a z a rd s , and 
TRANSMIT THE INFORMATION to  t h e i r  own em ployees and TO PURCHASERS OF THEIR PRODUCTS. ALL COVERED EMPLOYERS BOTH MANUFACTURES AND USERS OF CHEMICALS A L IK E , MUST ESTABLISH HAZARD COMMUNICATION 
PROGRAMS; FOR THEIR EMPLOYEES.”

From th e  same p a g e :
"A lth o u g h  n o n -m an u fa c tu r in g  em ployers a re  n o t cove red  by th e  
p ro p o s a l ,  i t  i s  exp ec ted  t h a t  t h e i r  em ployees w i l l  a l s o  b e n e f i t  fro m  i t  to  a g r e a t  e x te n t s in c e s  EMPLOYEES IN THE MANUFACTURING 
SECTORS WILL BE REOUIRED TO SEND THE HAZARD-RELATED INFORMATION 
DOWNSTREAM TO THEIR CUSTOMERS."

I  have in c lu d ed  a copy o f  a l e t t e r  from  th e  U .S . D eaprtm ent o f  Labo r 
to  AGC which in d ic a te s  th a t  th e y  in te n d  to  p u b l i s h  th e  F in a l  R u le  
abou t J u l y  1, 1983 (a b o u t tim e  a l s o ,  I  would a g r e e ) .

A ga in , I  th a n k  you f o r  ta k in g  some o f  you r v a lu a b le  tim e  t r  -e v iew  my 
comments.

S in c e r e lv .
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Ftepiy lo the Attention oi:

M a r c h  1, 1983 

M r. R e sa  K in g
A s s o c i a t i o n  of G e n e r a l  C o n t r a c t o r s  

1 3 4  N. F r B n k l i n  

J u n e a u  , A l a s k a  9 9 8 0 1

D ea r M s. K in g :

I n  r e s p o n s e  t o  y o u r  c u r r e n t  i n q u i T i c c  to m y  staff a b o u t  t h e  p r o p o n e d  F e d e r a l  

H a z a r d  C o m m u n i c a t i o n  S t u n d a r d ;  P i n a l  R u l e ,  29 C F R  1 9 1 0 . 1 2 0 0 ,  v o  h a v e  c o n t a c t e d  

t h e  N a t i o n a l  O f f i c e ,  O S H A ,  f o r  g u i d a n c e .  T h e  F i n a l  R u l e  i s  e x p e c t e d  to b e  

p u b l i s h e d  a b o u t  J u l y  1, 1 9 8 3 ,  p r o v i d e d  t h e r e  a r c  n o  u n e x p e c t e d  d e l a y s  o r  c o u r t  

c h a l l e n g e s ,  N o n e  a r e  e x p e c t e d  ot t h i s  t i n e .

T h e  H a z a r d  C o m m u n i c a t i o n  S t a n d a r d  w i l l  r e q u i r e  c h e m i c a l  j n a n u f a c t u r e r s  a n d  i»- 

p o r t r r s  t o  a s s e s s  t h e  h a z a r d s  of t h e  c h e m i c a l s  w h i c h  t h e y  p r o d u c e  o r  i m p o r t  

an d  m a k e  t h i s  i n f o r m a t i o n  k n o w n .  A l l  e m p l o y e r s  in m a n u f a c t u r i n g  ( S I C  2 0 - 2 9 )  

wi l l  b e  r e q u i r e d  '.o p r o v i d e  i n f o r m a t i o n  to t h e i r  e m p l o y e e s  a b o u t  t h e  h a z a r d o u s  

c h a o i c a l s .  D i s t r i b u t o r s  wil l  b e  T e q u i r e d  to p r o p e r l y  l a b e l  c o n t a i n e r s  of t h e  

h a z a r d o u s  c h e m i c a l s .

T h e  s t a n d a r d  i s  u n d e r  f i n a l  r e v i e w  in t h e  N a t i o n a l  O f f i c e .  M a j o r  c h a n g e s  in 

text a r e  n o t  e x p e c t e d .

W e  o r e  p l e a s e d  t o  b e  of a s s i s t a n c e .

S i n c e r e l y ,

c c : C , A . M ango ld



m s
P.O. Box 100 I Anchorage, Alaska 99510 I (907)27'7-0010

March 1 5 ,  I S' 83

R e p r e s e n t a t i v e  W a l t  F u r n a c e  

S t a t e  C a p i t o l  

P o u c h  V

J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  F u r n a c e :

T h e  A l a s k a  S u p p o r t  I n d u s t r y  A l l i a n c e  o f f e r s  t h e  f o l l o w i n g  

o b s e r v a t i o n s  o n  S e n a t e  R i l l  7 9 , c o m m o n l y  r e f e r r e d  t o  a s  " r i g h t  

t o  k n o w "  o r  " t o x i c  a n d  h a z a r d o u s  s u b s t a n c e s  i n  t h e  w o r k p l a c e "  

l e g i s l a t i o n .

. T h e  s a f e t y  o f  o u r  e m p l o y e e s  i s  a p a r a m o u n t  i s s u e  

w i t h  o u r  m e m b e r s .

. S a f e t y  s t a n d a r d s  a n d  p r o c e d u r e s  a r e  d e s i r a b l e  

a n d  a r e  g o o d  b u s i n e s s  p r a c t i c e s .

. T h e  i n t e n t  o f  t h e  b i l l  i s  l a u d a b l e .

. T h e  b i l l  i s  f l a w e d .

. T h e  b i l l  w o u l d  e s s e n t i a l l y  r e p l i c a t e  s t a n d a r d s  w h i c h  

a r e  to  b e c o m e  e f f e c t i v e  o n  J u l y  1, 1 9 8 3 ,  a s  p r o m u l g a t e d  

b y  t h e  U . S .  D e p a r t m e n t  o f  L a b o r ,  D i v i s i o n  o f  

O c c u p a t i o n a l  S a f e t y  a n d  H e a l t h ,  e n t i t l e d  " T h e  F e d e r a l  

H a z a r d  C o m m u n i c a t i o n  S t a n d a r d . "

M e m b e r s  o f  t h e  A l a s k a  S u p p o r t  I n d u s t r y  A l l i a n c e  b e l i e v e  t h a t  

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

e q u i p m e n t  w h i c h  m a x i m i z e  s a f e t y  i n  t h e  w o r k p l a c e  a n d  m i n i m i z e  

p o t e n t i a l  r i s k s  t o  l i f e ,  l i m b  a n d  h e a l t h .  t a n y  o f  o u r  m e m b e r s  

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

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

s a f e t y  a n d  h e a l t h  m e a s u r e s .  N e e d l e s s  t o  s a y ,  i s s u e s  a t t e n d a n t  t o  

t o x i c  o r  h a z a r d o u s  s u b s t a n c e s  h a v e  b e e n  c a r e f u l l y  r e v i e w e d  b y  

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

( s t a b l i s h  n a t i o n a l  s t a n d a r d s  r e q u i r i n g  c h e m i c a l  m a n u f a c t u r e r s  a n d  

m p o r t e r s  t o  a s s e s s  t h e  h a z a r d s  o f  t h e  c h e m i c a l s  w h i c h  t h e y  

n r o d u c e  o r  i m p o r t  a n d  t o  m a k e  s u c h  i n f o r m a t i o n  k n o w n  t o  t h o s e  w h o  

n i g h t  c o m e  i n  c o n t a c t  w i t h  s u c h  m a t e r i a l s .  A l l  m a n u f a c t u r e r s  

w i l l  b e  r e q u i r e d  t o  i n f o r m  t h e i r  e m p l o y e e s  a b o u t  h a z a r d o u s  

c h e m i c a l s .  In a d d i t i o n ,  d i s t r i b u t o i s  w i l l  b e  r e q u i r e d  t o  l a b e l  

c o n t a i n e r s  o f  t h e  m a t e r i a l s .  W e  b e l i e v e  t h a t  a f t e r  a f u l l  y e a r  

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

f e d e r a l  s t a n d a r d s  w i l l  e f f e c t i v e l y  a c h i e v e  t h e  s a f e t y  a n d  h e a l t h  

o b j e c t i v e s  w h i c h  a r e  e n v i s i o n e d  w i t h i n  t h e  s c o p e  o f  S B  7 9 .

Alaska Support  Indust ry Al l iance . . .  for r e s p o ns ib le  e c o n o m ic  dev e l o pm en t
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• v n  Cmpanns ol A in u  
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- .vsa' ieMcflS. me -'ni l
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S h o u l d  S B  7 9  b e  e n a c t e d ,  w e  w o u l d  f i n d  t w o  l e v e l s  o f  

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

g o v e r n i n g  h a z a r d o u s  a n d  t o x i c  s u b s t a n c e s  a i m e d  at  i n d u s t r y ,  

r e s u l t i n g  i n  d u p l i c a t i o n ,  c o n f u s i o n  a n d  h i g h  c o s t s  f o r  b o t h  

g o v e r n m e n t  a n d  I n d u s t r y .  T h e  b u r e a u c r a c y  n e e d e d  b y  t h e  s t a t e  t o  

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

c o s t l y  t o  A l a s k a .  I f ,  i n  t h e  f u t u r e ,  t h e s e  n a t i o n a l  s t a n d a r d s  

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

c a n  b e  m a d e  t o  a s s u r e  s u c h  p r o t e c t i o n .  W e  b e l i e v e ,  t h e r e f o r e ,  

t h a t  S B  7 9  s h o u l d  h e  t a b l e d  a t  t h i s  t i m e .

W e  r e s p e c t f u l l y  s u b m i t  t h a t  e n a c t m e n t  o f  S B  7 9  at  t h i s  t i m e  

is  p r e m a t u r e  a n d  t h a t  t h e  b i l l  s i m p l y  a d d s  c o n f u s i o n  t o  a n  

a l r e a d y  c o m p l i c a t e d  c o n d i t i o n .

V e r y  c o r d i a l l y  y o u r s ,

F o r  T H E  A L A S K A  S U P P O R T  I N D U S T R Y  A L L I A N C E

H .  J. V U I I U» J A UJ
P r e s i d e n t

M B / g j





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

W A L T  F U R N A C E ,C H A I R M A N  
R IC K  U E H L I N G ,  V IC E  C H A iR M A N  

J O H N  C O W D E R Y  
N I IL O  E .  K O P O N E N  

H U G H  M A L O N E  
J O H N  R IN G S T A D  

R O N  W E N D T E

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

MEETING SCHEDULE
FOR THE WEEK OF APR IL 11 -  A PR IL 15

P O U C H  V 
J U N E A U ,  A L A S K A  9 9 8 1 1  

(907) 405-3892

LABOR & COMMERCE M ee ts : Beh rends Rm 209M -  F 8:45 -  10 am

Monday, A p r i l  11
HB 211 An A c t r e l a t i n g  to  c o n t r a c t s  f o r  a r c h i t e c t u r a l ,  

e n g in e e r in g , and lan d  s u rv e y in g  s e r v i c e s ;  and 
p ro v id in g  f o r  an e f f e c t i v e  d a te .

Tu e sd ay , A p r i l  12
* *  HB 14 An A c t r e l a t i n g  to  p ro c e s s in g  o f  p e rm its  by s t a t e  

a g e n c ie s , and to  a d m in i s t r a t io n  o f  th e  A la sk a  c o a s ta l  management p rogram .

Wednesday, A p r i l  13
HB 14 An A c t r e l a t i n g  to  p ro c e s s in g  o f  p e rm its  by s t a t e  

a g e n c ie s , and to  a d m in i s t r a t io n  o f  th e  A la s k a  
c o a s ta l  management p rogram .

HB 197 An A c t r e l a t i n g  to  h aza rdou s and to c i c  s u b s ta n c e s ; and p ro v id in g  fo r  an e f f e c t i v e  d a te .

T h u rsd a y , A p r i l  14
HB 241 An A c t r e l a t i n g  to  th e  c r e a t io n  o f  th e  A la sk a  

A th l e t i c  Comm ission and th e  r e g u la t io n  o f  
com ba tive s p o r t s .
(STATEWIDE TELECONFERENCE FROM 4:00 pm to  6 :00 pm)

F r id a y ,  A p r i l  15
* *  SSHB 7 An A c t r e l a t i n g  to  m o to r v e h ic l e s ;  and p ro v id in g  

fo r  an e f f e c t i v e  d a te .

* *  In d ic a te s  f i r s t  p u b l ic  h e a r in g  o f  a new b i l l .
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FiirbBnki, Alitki 83701

M a r c h  24, 1 9 8 3

R e p ,  N i i l o  K o p o n e n  

P o u c h  V

J u n e a u ,  A K  9 9 8 1 1  

D e a r  R e p .  K o p o n e n :

T h e  F a i r b a n k s  C h a p t e r  o f  t h e  A l a s k a  S o c i e t y  o f  P r o f e s s i o n a l  
L a n d  S u r v e y o r s  w a n t s  t o  e x p r e s s  s t r o n g  s u p p o r t  f o r  K B  2 1 1  in 

i t s  o r i g i n a l  f o r m , W e  a l s o  w i s h  t o  e x p r e s s  o u r  s t r o n g  o b j e c t i o n  a n d  

d i s m a y  at t h e  C o m m i t t e e  S u b s t i t u t e  f o r  H B  2 1 1  w h i c h  e l i m i n a t e s  
L a n d  S u r v e y o r s  f r o m  t h i s  b i l l .

A s  a p r o f e s s i o n ,  w e  a r e  c l a s s i f i e d  u n d e r  A S  48 in t h e  s a m e  

c a t e g o r y  a s  A r c h i t e c t s  a n d  E n g i n n e r s ,  W e  a r e  r e g i s t e r e d  b y  t h e  

s a m e  B o a r d  o f  O c c u p a t i o n a l  L i c e n s i n g  a n d  l i c e n c e d  b y  S t a t e  o f  A l a s k a .  

O u r  P r o f e s s i o n a l  C e r t i f i c a t e s  a r e  s i g n e d  by t h e  " B o a r d  of 

A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s . "  E a c h  P r o f e s s i o n a l  

L a n d  S u r v e y o r  r e c e i v e s  a P r o f e s s i o n a l  L i c e n s e  w h i c h  m u s t  r e n e w e d  
a n n u a l l y  b y  t h e  t h e  S t a t e  o f  A l a s k a .

W h e n  a R e g i s t e r e d  L a n d  S u r v e y o r  ( R L S )  s i g n e s  a n d  p l a c e s  h i s  
p r o f e s s i o n a l  s e a l  o n  a s u r v e y  p l a t ,  h i s  r e p u t a t i o n  a n d  t h a t  o f  

t h e  e n t i r e  p r o f e s s i o n  a r e  b e i n g  o f f e r e d  a s  s u r e t y  t h a t  t h e  p l a t  

i s  c o r r e c t  a n d  t h e  l a n d  s u r v e y  l e g a l  a n d  c o m p l e t e .  W h e n  a m e m b e r  

o f  t h e  p r o f e s s i o n  is f o u n d  g u i l t y  o f  u n p r o f e s s i o n a l  w o r k ,  h i B  

l i c e n s e  a n d  p r o f e s s i o n a l  s t a t u s  c a n  b e  s t r i p p e d  b y  t h e  S t a t e  
B o a r d  o f  A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s ,

T h i s  a t t e m p t  b y  t h e  C o m m i t t e e  S u b s t i t u t e  t o  r e m o v e  
p r o f e s s i o n a l  L a n d  S u r v e y o r s  f r o m  t h e  b i l l  h a s  t h e  e f f e c t  o f  

r e m o v i n g  o n e - t h i r d  o f  t h e  c a t e g o r y  w h i c h  t h e  b i l l  a d d r e s s e s .

W e  s t r o n g l y  u r g e  y o u  a n d  o t h e r s  o f  t h e  F a i r b a n k s  d e l e g a t i o n ,  a n d  

m e m b e r s  o f  t h e  a p p r o p r i a t e  l e g i s l a t i v e  c o m m i t t e e s ,  t o  r e - i n s t a t e  
L a n d  S u r v e y o r s  as a p a r t  o f  K B  2 1 1 .  I t  is a g o o d  b i l l ,  b u t  t h e  

C o m m i t t e e  S u b s t i t u t e  m u s t  b e  r e s c i n d e d .

MAR 2  4 1983
I

C o p y :  R e p .  B o b  B e t t i s w o r t h
R e p .  J o h n  R i n g s t a d  

R e p .  M i k e  D a v i s  

R e p ,  M i k e  M i l l e r  

R e p .  H u g h  M a l o n e ,  R L S
R e p .  F u r n a c e ^  C h a i r ,  L a b o r  & C o m m e r c e  

S p e a k e r  J o e  K a y e s ,  P E ,  R L S  

S e n .  B e t t y e  F a h r e n k a m p  

S e n .  D o n  B e n n e t t

S i n c e r e l y  y o u r s ,

R L S
P a t r i c k  H K a l e n  , P r e s  ide'nt 
F a i r b a n k s  C h a p t e r ,  A S p L S
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STUTZMANN ENGINEERING ASSOC., INC.
P .  O . * O X  

FAIRBANKS. ALASKA 00707

9 0 7  A S t H O O *

March 23, 1983

MAR 2 4 1983
Jo h n  R l n g s t a d

H ou s e  of R e p r e s e n t a t i v e s

P ouch V

J u n e a u , A l a s k a  9 9 8 1 1  

D e a r  Sir:

It has j u s t  c o m e  to m y  a t t e n t i o n  t h a t  c o m m i t t e e  r e v i s i o n s  to H.B. 211 

have the e f f e c t  o f  d e l e t i n g  the p r o f e s s i o n  of land  s u r v e y i n g  f r o m  the 

c o n t e x t  of t h i s  bill.

As bo t h  a p r o f e s s i o n a l  e n g i n e e r  a nd  a p r o f e s s i o n a l  land s u r v e y o r ,  I have 

s u p p o r t e d  t h i s  bill 1n Its o r i g i n a l  f o r m  as i n t r o d u c e d  F e b r u a r y  17, 1983 

and s t r o n g l y  u r g e  y o u r  s u p p o r t  in p a s s i n g  1t as such,

T he  d e l e t i o n  o f  la n d  s u r v e y i n g  a nd  o t h e r  a m e n d m e n t s  p r o p o s e d  1n 

c o m m i t t e e  do a t r e m e n d o u s  d i s s e r v i c e  to the la n d  s u r v e y o r ' s  p r o f e s s i o n ,  

some two  t h o u s a n d  s t r o n g  1n this  St a t e;  also, its e x c l u s i o n  w o u l d  have 

a d e l e t e r i o u s  e f f e c t  on  t.ne q u a l i t y  of l an d  s u r v e y s  in t h e  f u t u r e  by 

a i di n g  in t h e  d e g r a d a t i o n  o f  t h i s  h i g h l y  s k i l l e d  p r o f e s s i o n  In t o  

s u b - p r o f e s s i o n a l  s t a t u s .

S u b - s t a n d a r d  l a n d  s u r v e y  w o r k  has a l r e a d y  been a rrajor p r o b l e m  1n land 

ti tle  w o r k  in o u r  S t a t e ,  o n e  of the  n e w e s t  1n the  U n i on ,  a n d  a n y  

r e g u l a t i o n  of l a n d  s u r v e y i n g  o ut  of p r o f e s s i o n a l  s t a t u s  c a n  o n l y  

c o n t r i b u t e  to m o r e  d i s a s t r o u s  res ult s.

H.B. 211, as i n t r o d u c e d ,  1s a f i n e  a n d  m u c h  n e e d e d  p i e c e  o f  l e g i s l a t i o n  

w h i c h  b r i n g s  S t a t e  g o v e r n m e n t  p r o c u r e m e n t  p r a c t i c e s  in l i n e  w i t h  

p ro f e s si on a l  s t a n d a r d s  in use in o t h e r  St at es  and  by the  F ed er a l  

g ov e r n m en t.

Agai n, I u r g e  y o u  to s u p p o r t  this bill in ori gin al f o r m  a n d  r e s i s t  any 

m o d i f i c a t i o n s  t h e r e t o .  ~

Very t r u l y  y o u r s ,

S T UT Z M A N N  E N G I N E E R I N G  A S S O C . ,  INC.

PU«.  v .

BRO-H B



* S e c t i o n  1. AS 36.98 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 6 . 9 8 . 0 4 1  A R C H I T E C T S  A N D  E N G I N E E R S .

(a) It is the p o l i c y  of the s t at e  to p u b l i c l y  a n n o u n c e  all 

r e q u i r e m e n t s  f o r  a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s ,  and to 

n e g o t i a t e  c o n t r a c t s  for a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s  o n l y  on 

the b a s i s  of d e m o n s t r a t e d  c o m p e t e n c e  and q n a l i f i c a t i o n  for the t ype of 

p r o f e s s i o n a l  s e r v i c e s  r e q u i r e d  and at f a i r  and r e a s o n a b l e  p r i c e s  

n o t w i t h s t a n d i n g  the p r o v i s i o n s  of AS 3 6 . 9 8 . 0 4 0.

(b) This s e c t i o n  c h a p t e r  a p p l i e s  to c o n t r a c t s  for a r c h i t e c t u r a l  and 

e n g i n e e r i n g  s e r v i c e s  p r o v i d e d  to a s tate a g e n c y  u n l e s s

(1) the total a m o u n t  of the c e n t tact d o e s  not e x c e e d  $25,000; 

//f/AV; /T 11 <?tr£. ■

[[[(2) the c o n t r a c t  is an e m p l o y m e n t  c o n t r a c t  fo r  s e r v i c e s  to 

be p e r f o r m e d  u n d e r  direct s u p e r v i s i o n  r e g a r d l e s s  of the e x i s t e n c e  of an 

e m p l o y e r - e m p l o y e e  r e l a t i o n s h i p  and a w r i t t e n  j u s t i f i c a t i o n  si g n e d  by the 

person r e s p o n s i b l e  for a w a r d i n g  the c o n t r a c t  is f i l e d  w i t h  the 

c o m m i s s i o n e r . )]]

(c) W hen a s tate a g e n c y  p r o p o s e s  to e n t e r  into a c o n t r a c t  for 

a r c h i t e c t u r a l  and e n g i n e e r i n g  services, the a g e n c y  s h a l l  giv e  p u b l i c



n o t i c e  s o l i c i t i n g  a r e q u e s t  for q u a l i f i c a t i o n s  for the p r o f e s s i o n a l

s e r v i c e s  c o n t r a c t  by p u b l i c a t i o n  at least t h r e e  times in one or m o r e  

n e w s p a p e r s  in g e n e r a l  c i r c u l a t i o n  in the s tate and, w h e n  a p p r o p r i a t e ,  in 

a n e w s p a p e r  in l o ca l  c i r c u l a t i o n  w h e r e  the w o r k  is to b e  p e r f o r m e d .  T h e  

f i r s t  n o t i c e  s hall be p u b l i s h e d  n o t  less than 30 days b e f o r e  the d a t e  on 

w h i c h  the a g e n c y  e x p e c t s  to enter int o  the c o n t r a c t  and e a c h  s u b s e q u e n t  

n o t i c e  shall be p u b l i s h e d  at i n t e r v a l s  of no m o r e  than t h r e e day s  

t h e r ea f t e r .  T h e  n o t i c e  s h a l l  incl u d e

(1) a ge n e r a l  d e s c r i p t i o n  of the p r o p o s e d  p r o j e c t  f o r  w h i c h  

the a g e n c y  is s e e k i n g  p r o f e s s i o n a l  se r v i c es ;  and

(2) the p r o c e d u r e  by w h i c h  a p e r s o n  or f i r m  i n t e r e s t e d  in the 

p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t  m a y  su bm i t  its r e s p o n s e  to the a g e n c y  for 

c o n s i d e r a t i o n  for the co n t r a c t .

(d) In a d d i t i o n  to c o m p l y i n g  w i t h  the p u b l i c a t i o n  r e q u i r e m e n t s  of 

(c) of this s ec tion, w h e n  a state a g e n c y  p r o p o s e s  to e n t e r  i n t o  a 

c o n t r a c t  for a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s  it shall

(1) r e v i e w  the r e g i s t e r  of p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t o r s  

m a i n t a i n e d  by the c o m m i s s i o n e r  u n d e r  AS 3 6 . 9 8 . 0 2 0 ;  and
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(2) p r o v i d e  a n o t i c e  of a r e q u e s t  for q u a l i f i c a t i o n s  f o r  the 

p r o p o s e d  p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t  to eac h  p r o s p e c t i v e  c o n t r a c t o r  

who, a f t e r  r e v i e w  of the r e g i s t e r  of p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t o r s  

u n d e r  (1) of th i s  s u b s e c t i o n ,  the a g e n c y  f i n d s  is q u a l i f i e d  for 

c o n s i d e r a t i o n  f o r  the co n t r a c t.

(e) R e q u e s t s  for q u a l i f i c a t i o n  f r o m  at least six p e r s o n s  or firms 

w i t h  the r e q u i r e d  e x p e r t i s e  s ha l l  be s o l i c i t e d  for c o n t r a c t s  e q u a l  to or 

g r e a t e r  than $10 0 ,0 0 0 .  R e q u e s t s  for q u a l i f i c a t i o n  f r o m  at l e a s t  three 

p e r s o n s  or f i r m s  w it h  the r e q u i r e d  e x p e r t i s e  s h a l l  be s o l i c i t e d  for 

c o n t r a c t s  of less than $ 1 0 0 , 0 0 0  if the e x p e r t i s e  r e q u i r e d  is availa b l e .  

If t h e  e x p e r t i s e  r e q u i r e d  is not a v a i l a b l e  to e n a b l e  an a g e n c y  to 

s o l i c i t  the n u m b e r  of r e q u e s t s  for q u a l i f i c a t i o n  o t h e r w i s e  r e q u i r e d  

u n d e r  this s u b s e c t i o n ,  the a g e n c y  shall s o l i c i t  r e q u e s t s  for 

q u a l i f i c a t i o n

(1) f r o m  e a c h  p e r s o n  or fir m  li s t ed  on the p r o f e s s i o n a l  

s e r v i c e s  c o n t r a c t o r s  r e g i s t e r  m a i n t a i n e d  u n d e r  AS 3 6 . 9 8 . 0 2 0  w h o  a p p e a r s  

to p o s s e s s  the r e q u i r e d  e x p er t i s e ;
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(2) from each person or firm responding to the public notice 

giver, under (a) of this section w h o  appears to possess the required

expertise.

(f) T h e  p r o v i s i o n s  of this s e c t i o n  do not a p p l y  if

(1) the contracting agency demonstrates that there is a 

single source of the expertise or knowledge required or that one person 

or f i r m  can clearly perform the required tasks more satisfactorily 

because of the person's or firm's prior work; however, this exemption 

applies only if the head of the state agency has submitted a written 

request to the commissioner that details the reasons for the exemption 

and the commissioner or deputy commissioner has authorized in ’..Titing 

the state agency tc enter contract negotiations with the single source;

(2) the commissioner nakes a written determination that

public necessity will not permit delay incident to the procedures 

otherwise required by this chap er; or

(3) the service is to be provided by another state agency, a 

federal agency, or a political subdivision o:.' the wtate.



(g) Th e  a g e n c y  m u s t  p r o v i d e  a d e s c r i p t i o n  of the w o r k  to b e  

p e r f o r m e d  u n d e r  the c o n t r a c t  and t h e  a g e n c y  s h a l l  c o n d u c t  d i s c u s s i o n s  

r e g a r d i n g  a n t i c i p a t e d  c o n c e p t s  and the r e l a t i v e  u t i l i t y  of a l t e r n a t i v e  

m e t h o d s  of a p p r o a c h  for f u r n i s h i n g  the r e q u i r e d  s e r v i ce s .  T h e  s t a t e  

a g e n c y  m u s t  p r o v i d e  a d e s c r i p t i o n  of the f a c t o r s  that w i l l  be c o n s i d e r e d  

w h e n  it e v a l u a t e s  the r e q u e s t  for q u a l i f i c a t i o n s  r e c e i v e d .

(h) A f t e r  the r e s p o n s e s  are s u b m i t te d ,  the s t a t e  a g e n c y  s h a l l  

p u b l i c a l l y  e v a l u a t e  them. T h e  e v a l u a t i o n  s h a l l  c o n s i s t  of a s s i g n i n g  

p o i n t  v a l u e s  to f ac t o r s  c o n s i d e r e d  by the a g e n c y  in e v a l u a t i n g  e a c h  

p r o p o s a l .  P o i n t s  shall be a w a r d e d  for b e i n g  a q u a l i f i e d  A l a s k a  firm..

(i) The s t a t e  shall n e g o t i a t e  a c o n t r a c t  w i t h  the h i g h e s t  

q u a l i f i e d  firm f o r  a r c h i t e c t u r a l  and e n g ' n e t r i n g  s e r v i c e s  at 

c o m p e n s a t i o n  w h i c h  the s t a t e  d e t e r m i n e s  is fa i r  and r e a s o n a b l e  to the 

state. In m a k i n g  such d e t e r m i n a t i o n ,  the s t a t e  o hall t a k e  int o a c c o u n t  

the e s t i m a t e d  v a l u e  of the s e r v i c e s  to be r e n d e r e d ,  the scope, 

c o m p l e x i t y ,  and p r o f e s s i o n a l  n a t u r e  of the ser v i c e s . S h o u l d  the s t a t e  

be u n a b l e  to n e g o t i a t e  a s a t i s f a c t o r y  c o n t r a c t  w x t >  the f i r m  c o n s i d e r e d  

to be th e  most q u a li f i e d ,  the state s h a l l  u n d e r t a k e  n e g o t i a t i o n s  w i t h
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the se c o n d  c o s t  q u a l i f i e d  firm. F a i l i n g  a c c o r d  w i t h  the se c o n d m o s t  

q u a l i f i e d  f i r m ,  the s t a t e  s h a l l  e n t e r  n e g o t i a t i o n s  w i t h  other 

c o n t r a c t o r s ,  in o r d e r  of r a n k i n g  u n t i l  an a g r e e m e n t  is r ea ched. T h e  

s t a t e  m a y  r e j e c t  all or part of a p r o po s a l .

(j) T h i s  s e c t i o n  does no t  a p p l y  to c o n t r a c t s  a w a r d e d  in an 

e m e r g e n c y  if the p e r s o n  r e s p o n s i b l e  for e x e c u t i o n  of the c o n t r a c t  on 

b e h a l f  of th e  state c e r t i f i e s  in w r i t i n g  that an e m e r g e n c y  exists.

(k) In this s e c t i o n  " s t a t e "  i n c l u d e s  p o l i t i c a l  s u b d i v i s i o n s  of the 

s t a t e  and a g e n c i e s  of the s t a t e  and its p o l i t i c a l  s u b d i v i s i o n s .

(1) In this s e c t i o n  " a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s "  

i n c l u d e s  t h o s e  p r o f e s s i o n a l  s e r v i c e s  of an a r c h i t e c t u r a l  or e n g i n e e r i n g  

n a t u r e  as w e l l  as i n c i d e n t a l  s e r v i c e s  that m e m b e r s  of th e s e  p r o f e s s i o n s  

and those in their e m p l o y  m a y  l o g i c a l l y  or j u s t i f i a b l y  perform.



CONSULTING ENGINEERS 
COUNCIL OF ALASKA

2550 Denali Struet. 8th Floor 
Anchoraae. Alaska 99503 
907/278-2551

M a r c h  16, 1 9 8 3

Mr. W a l t  F u r n a c e  

C h a i r m a n
L a b o r  & C o m m e r c e  C o m m i t t e e  

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

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

P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

S u b j e c t : H o u s e  B i l l  2 1 1

M r .  C h a i r m a n :

I a m  a d d r e s s i n g  m y  c o m m e n t s  t o  y o u  o n  H B  2 1 1  a s  p r e s i d e n t  o f  
t h e  C o n s u l t i n g  E n g i n e e r s  C o u n c i l  o f  A l a s k a ,  r e p r e s e n t i n g  32 

m e m b e r  f i r m s  a n d  a p p r o x i m a t e l y  5 0 0  e m p l o y e e s  s t a t e w i d e .  O u r  

g r o u p  is t h e  p r i n c i p a l  s p o n s o r i n g’ b o d y  f o r  H o u s e  B i l l  211, 
r e f e r r e d  to b y  m a n y  a s  t h e  M i n i  B r o o k s  B i l l ,  a l o n g  w i t h  t h e  
s u p p o r t  o f  t h e  s t a t e  A m e r i c a n  I n s t i t u t e  o f  A r c h i t e c t s ,  a n d  

o t h e r  p r o f e s s i o n a l s .  H o u s e  B i l l  2 1 1 ,  a s  i n t r o d u c e d ,  is a n  

a c t  r e l a t i n g  t o  a m e t h o d  o f  s e l e c t i n g  a n d  a w a r d i n g  c o n t r a c t s  
f o r  A r c h i t e c t u r a l ,  E n g i n e e r i n g  a n d  L a n d  S u r v e y i n g  s e r v i c e s  

(i.e., l a n d  s u r v e y i n g  s e r v i c e s  r e l a t e d  t o  t h e  d e s i g n  p r o c e s s ) .  

T h e  bil.7. w a s  s t r u c t u r e d  u t i l i z i n g  t h e  g e n e r a l  p r o c e d u r e s  
o u t l i n e d  in t h e  . u B . A .  ( A m e r i c a n  B a r  A s s o c i a t i o n )  M o d e l  
P r o c u r e m e n t  C o d e .

A t  t h i s  t i m e  t w e n t y - o n e  s t a t e s  h a v e  a d o p t e d  l a w s  c a l l i n g  f o r  
t h e  s e l e c t i o n  o f  A r c h i t e c t / E n g i n e e r s  b a s e d  o n  q u a l i f i c a t i o n s ,  

a n d  a n o t h e r  t w e n t y  e i t h e r  p r o h i b i t  o r  e x e m p t  a r c h i t e c t  
e n g i n e e r s  f r o m  g e n e r a l  b i d d i n g  r e q u i r e m e n t s .  T h e  r e m a i n i n g  
s t a t e s ,  w i t h  t h e  e x c e p t i o n  o f  M a r y l a n d ,  l e a v e  t h e  s e l e c t i o n  
p r o c e d u r e  u p  t o  m e t h o d s  d e v e l o p e d  b y  t h e  v a r i o u s  a g e n c i e s  
w i t h i n  the s t a t e ,  t h e  p r e d o m i n a n c e  o f  w h i c h  m a k e  s e l e c t i o n  
b y  q u a l i f i c a t i o n s .  O n e  s t a t e ,  M a r y l a n d ,  h a s  a d o p t e d  b i d d i n g ,  
w h i c h  m a k e s  p r i c e  a b a s i s  f o r  s e l e c t i o n .  T h a t  p r o c e d u r e  h a s  
n o t  nrovec. t o  b e  o v e r w h e l m i n g l y  s a t i s f a c t o r y .  (See a r t i c l e  

w r i t t e n  b y  R. C h a r l e s  A v a r a ,  M a r y l a n d  H o u s e  o f  D e l e g a t e s ) .
I n  M a r y l a n d  t h e  p r o c e s s  a c t u a l l y  h a s  p r o v e n  t o  r e s u l t  in 

h i g h e r  p r o j e c t  c o s t s  b y  a s  m u c h  a s  30%, w i t h  c o n s i s t e n t  

p r o j e c t  d e l a y s  b e i n g  n o t a b l e .

A r c h i t e c t u a l  a n d  e n g i n e e r i n g  s e r v i c e s  s h o u l d  o n l y  b e  o b t a i n e d  
t h r o u g h  a s e l e c t i o n  p r o c e s s  t h a t  a s c e r t a i n s  t h e  q u a l i f i c a t i o n s  

a n d  c a p a b i l i t i e s  o f  i n t e r e s t e d  A / E ‘s t o  d e s i g n  p u b l i c  w o r k s
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p r o j e c t s .  F a i r  a n d  r e a s o n a b l e  f e e s  s h o u l d  b e  e s t a b l i s h e d  b y  

n e g o t i a t i o n  a f t e r  s e l e c t i o n  a n d  d i s c u s s i o n  o f  s c o p e  o f  w o r k .

I t  i s  n o t  in t h e  b e s t  i n t e r e s t  o f  t h e  p u b l i c  a n d  i n  s o m e  

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

T h e  p r o c u r e m e n t  o f  p r o f e s s i o n a l  s e r v i c e s  p r o v i d i e d  b y  m e m b e r s  

o f  t h e  l e a r n e d  p r o f e s s i o n s  h a s  t r a d i t i o n a l l y  b e e n  c o n s i d e r e d  

a p a r t  f r o m  t e c h n i c i a n s  a n d  o t h e r  t r a d e s  p e o p l e  w h o  a r e  o f t e n  

l o o s e l y  g r o u p e d  f o r  o t h e r  p u r p o s e s .  A  le a r n e d  p r o f e s s i o n  is 
o n e  r e q u i r i n g  s p e c i a l i z e d  k n o w l e d g e  a n d  l o n g  a c a d e m i c  
p r e p a r a t i o n  p r i o r  t o  e m p l o y m e n t  in t h e  p a r t i c u l a r  p r o f e s s i o n a l  

f i e l d .  T o  p r a c t i c e  a s  a n  i n d i v i d u a l ,  o n e  m u s t  b e  l i c e n s e d  

t h r o u g h  w r i t t e n  e x a m i n a t i o n  r e v i e w e d  b y  p e e r s  ( B o a r d  o f  
R e g i s t r a t i o n )  a n d  m u s t  h a v e  a m i n i m u m  b a c k g r o u n d  o f  e x p e r i e n c e  
u n d e r  t h e  d i r e c t i o n  o f  q u a l i f i e d  p r a c t i t i o n e r s .  C o n s e q u e n t l y ,  

m e m b e r s  o f  t h e s e  p r o f e s s i o n s  e x e r c i s e  j u d g e m e n t s  a n d  m a k e  
d e c i s i o n s  o n l y  a f t e r  t h o r o u g h  a s s e s s m e n t ,  a n a l y s i s ,  c a l c u l a t i o n ,  
r e s e a r c h  a n d  i n v e s t i g a t i o n  o f  t h e  p r o b l e m .  A r c h i t e c t s  a n d  
E n g i n e e r s  a r e  l e a r n e d  p r o f e s s i o n a l s  w h o s e  r o l e  i s  t h a t  o f  

t h e  p r o b l e m  s o l v e r  f o r  p u b l i c  w o r k s  p r o j e c t s .

T h e  p u b l i c  is t h e  l o s e r  w h e n  p r i c e  c o m p e t i t i o n  b e c o m e s  t h e  

d e t e r m i n a n t  in t h e  s e l e c t i o n  p r o c e s s .  T h e  q u a l i t y  a n d  
q u a n t i t y  o f  s e r v i c e s  r e q u ' e d  t o  s a t i s f y  f u n c t i o n a l  n e e d s  o f  
a p r o j e c t  o r  a g e n c y  c a n n o t  b e  p r e c i s e l y  d e f i n e d .  A  c o n t r a c t i n g  

a u t h o r i t y ,  p u r c h a s i n g  a g e n t ,  o r  e v e n  a n  i n d i v i d u a l  o w n e r  
c a n n o t ,  w i t h o u t  p r i o r  d i s c u s s i o n s  o f  t h e  i n t e n d e d  s c o p e  o f  w o r k  
w i t h  a n  e x p e r i e n c e d  a r c h i t e c t  o r  e n g i n e e r ,  e s t a b l i s h  in 
d e t a i l  t h e  e f f o r t  t h a t  t h e  p r o f e s s i o n a l  m u s t  e x p e n d  t o  

a c h i e v e  t h e  r e q u i r e d  r e s u l t s .  C o m p e t i t i v e  b i d d i n g  f o r  
p r o f e s s i o n a l  s e r v i c e s  d o e s  n o t  p r o v i d e  c o n s u m e r  s a f e g u a r d s .  
R a t h e r  it e n c o u r a g e s  p o o r  u s e  o f  p u b l i c  f u n d s ,  s i n c e  t h e  
i m p o r t a n c e  o f  " v a l u e  r e c e i v e d "  is s u b j u g a t e d  t o  " m o n e y  

s p e n t " .  F o r  y o u r  r e f e r e n c e ,  a t t a c h e d  (to t h e  d o c u m e n t s  f r o m  
w h i c h  I a m  s p e a k i n g  t h a t  h a v e  b e e n  p l a c e d  i n  y o u r  h a n d s ) , 
a r e  c o p i e s  o f  t h e  A B A  M o d e l  P r o c u r e m e n t  C o d e ,  t h e  F e d e r a l  

s e l e c t i o n  l a w  k n o w n  a s  t h e  B r o o k s  A c t ,  a n d  a c o p y  o f  a n  

a r t i c l e  w r i t t e n  f o r  A m e r i c a n  C i t y  & C o u n t y  M a g a z i n e  b y  
R. C h a r l e s  A v a r a  w h o  r e p r e s e n t e d  B a l t i m o r e  C i t y  i n  t h e  

M a r y l a n d  G e n e r a l  A s s e m b l y ,  a n d  o t h e r  m a t e r i a l .
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I w o u l d  l i k e  t o  s h a r e  w i t h  y o u  a f e w  p o i n t s  m a d e  b y  M r .  A v a r a  
i n  h i s  a r t i c l e  a s  t h e y  r e p r e s e n t  a p a r a l l e l  v i e w  o f  t h e  

p r o b l e m s  o f  p r o f e s s i o n a l  s e l e c t i o n  a n d  h i g h l i g h t  t h e  m a n y  
c o n s i d e r a t i o n s  o f  w h y  s e l e c t i o n  o f  a r c h i t e c t s  a n d  e n g i n e e r s  
b y  q u a l i f i c a t i o n s  is t h e  o n l y  r a t i o n a l  m e t h o d  t o  a p p r o p r i a t e l y  

s e r v e  t h e  p u b l i c  i n t e r e s t .

" W h a t  t h e  p u b l i c  a g e n c y  c l i e n t  is b u y i n g  a r e  t h e  d e s i g n  
ide=is o f  t h e  e n g i n e e r  a n d  a r c h i t e c t  - a n d  e a c h  d e s i g n  
t e a m  w i l l  g i v e  t h e  c l i e n t  a d i f f e r e n t  f a c i l i t y .  T h e  
d i f f e r e n c e  i s  m e a s u r e a b l e  a g a i n s t  t h e  e x p e r i e n c e  a n d  
i n n o v a t i o n  o f  t h e  i n d i v i d u a l  c o m p e t i t o r s ;  in s h o r t ,  
t h e i r  q u a l i f i c a t i o n s . "

" I n h e r e n t  in A / E  s e r v i c e s  a n d  n o t  g e n e r a l l y  f o r  o t h e r  
t y p e s  o f  s e r v i c e s ,  is t h e  e x t e n t  t o  w h i c h  q u a l i t y  c a n  
a f f e c t  t h e  u l t i m a t e  e f f i c i e n c y ,  e f f e c t i v e n e s s  a n d  

e c o n o m y  o f  t h e  f a c i l i t y  o r  s t r u c t u r e .  C o n s i d e r  t h e  
c o s t  o f  the d e s i g n  p o r t i o n  o f  a p r o j e c t  c o m p a r e d  t o  t h e  
o v e r a l l  p r o j e c t  c o s t ;  a r e p o r t  b y  t h e  U . S .  G e n e r a l  
A c c o u n t i n g  O f f i c e  s t a t e s  t h a t  ' d e s i g n  c o s t s  r e p r e s e n t  a 
v e r y  s m a l l  p r o p o r t i o n ,  p r o b a b l y  l e s s  t h a n  1% o f  t h e  
c o s t s  t h a t  w i l l  b e  i n c u r r e d  o v e r  t h e  l i f e  o f  a b u i l d i n g .  
D e c i s i o n s  m a d e  d u r i n g  t h e  e x p e n d i t u r e  o f  t h i s ,  l e s s -  

t h a n - o n e - p e r c e n t , d e t e r m i n e  a n d  f r e e z e  n e a r l y  a l l  c o s t s  
t h a t  f o l l o w . ' . . .  A / E  s e r v i c e s  a r e  u n i q u e  a n d  w e  c a n n o t  
e x p e c t  t h e m  to c o n f o r m  to b i d d i n g  s p e c i f i c a t i o n s  w h i c h  
s e r v e  s o  w e l l  f o r  t h e  p r o c u r e m e n t  o L e t h e r  g o o d s  a n d  

m o s t  s e r v i c e s . "

T h e  A / E  is e x p e c t e d  t o  b e  a m e m b e r  o f  t h e  a g e n c y ' s  t e a m ,  to 
a s s e s s  a l t e r n a t i v e s ,  t o  d e s i g n  a f a c i l i t y  o r  s t r u c t u r e  to 
s a t i s f y  t h e  a g e n c y ' s  n e e d  a t  t h e  l o w e s t  p r o j e c t  c o s t ,  o v e r s e e  
t h e  c o n s t r u c t i o n  in m a n y  c a s e s  a n d  a s s i s t  t h e  a g e n c y  in 
p r o s e c u t i n g  c l a i m s  t h a t  m a y  a r i s e  o u t  o f  t h e  c o n s t r u c t i o n  
p r o j e c t .  T h e  r e l a t i o n s h i p  is d i f f e r e n t  f r o m  t h e  o r d i n a r y  
b u y e r / s e l l e r  r e l a t i o n s h i p .  I n  m a n y  r e s p e c t s ,  t h e  A / E  a c t s  
a s  t h e  a g e n c y  a g e n t  a n d  in m a n y  c a s e s  h e  h a s  a g r e a t  v a l u e  
i n  t h e  a b i l i t y  t o  p r o t e c t  t h e  a g e n c y ' s  i n t e r e s t s .

I n  o r d e r  to f a i r l y  a s s e s s  a c o m p e t i t i v e  bi d ,  p u b l i c  a g e n c y  
o f f i c i a l s  m u s t  b e  c e r t a i n  t h a t  a l l  d e s i g n  p r o f e s s i o n a l  f i r m s  

a r e  p r i c i n g  t h e  s a m e  p r o j e c t .  In t h e  c a s e  o f  A / E  s e r v i c e s ,
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t h i s  is d i f f i c u l t ,  if n o t  i m p o s s i b l e  t o  a s s u r e .  T h e  w o r k  

s c o p e  s i m p l y  c a n n o t  b e  a c c u r a t e l y  d e f i n e d  t o  t h a t  e x t e n t  
p r i o r  t o  e n g a g e m e n t  o f  a n  e n g i n e e r i n g  f i r m .

T o  q u o t e  f u r t h e r  f r o m  Mr. A v a r a ,

" I t  is i n c u m b e n t  u p o n  u s  (and h e r e  h e  u s e s  t h e  t e r m  

P u b l i c  O f f i c i a l s ,  a s  t h a t  is what, h e  is) t o  u n d e r s t a n d  
a n d  r e c o g n i z e  t h e  n a t u r e  o f  t h e  s e r v i c e s  w e  a r e  s e e k i n g  

in d e s i g n  p r o f e s s i o n a l s .  E n g i n e e r i n g  is a l e a r n e d  
p r o f e s s i o n .  W h e t h e r  i t  is p r a c t i c e d  b y  a n  i n d i v i d u a l  
c r  a t e a m  o f  i n d i v i d u a l s ,  c r e a i  Te t a l e n t s  a r e  a p p l i e d  

to s o l v i n g  a p r o b l e m . "

In c o m b i n a t i o n  w i t h  t h e  a g e n c y  s t a f f ,  t h e  A / E  g r o u p  a s s i g n e d  
t o  a p r o j e c t  a n a l y z e s  a m y r i a d  o f  a l t e r n a t i v e s  a n d  a d d r e s s e s  

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

P r i c e  is m o s t  d e f i n i t e l y  a f a c t o r  in t h e  c o m p e t i t i v e  n e g o t i a ­
t i o n  p r o c e s s .  B y  t h e  t i m e  t h e  n u m b e r  o n e  r a n k e d  f i r m  r e a c h e s  
t h e  n e g o t i a t i o n  t a b l e  w i t h  t h e  r e p r e s e n t a t i v e  a g e n c y ,  t h a t  
p r o c e s s  h a s  n o w  a l l o w e d  b o t h  t h e  a g e n c y  a n d  t h e  s e l e c t e d  
f i r m  a n  o p p o r t u n i t y  t o  c o l l e c t i v e l y  d e f i n e  (and r e f i n e )  t h e  
s c o p e  o f  t h e  p r o j e c t  r e q u i r e m e n t s  b e i n g  r e q u e s t e d  b y  t h e  
a g e n c y .  A t  t h e  e n d  o f  t h i s  p r o c e s s ,  t h e  s e l e c t e d  f i r m  h a s  
e x a m i n e d  a l l  t h e s e  r e q u i r e m e n t s  a n d  h a s  b e e n  a b l p  t o  i d e n t i f y  
t h e  e f f o r t  a n d  t h e  c o m p e n s a t i o n  n e c e s s a r y  t o  m e e t  t h o s e  
n e e d s .  If, h o w e v e r ,  t h e  f e e  s u g g e s t e d  b y  t h e  f i r m  is n o t  in 
l i n e  w i t h  t h e  a g e n c y ' s  b u d g e t ,  t h e  n e x t  s t e p  is t o  e v a l u a t e  

t h e  c a u s e  a n d  t h e  s i g n i f i c a n c e  o f  t h e  d i f f e r e n c e s .  O f t e n  
t h e  A / E  f i r m  w i l l  s u g g e s t  a l t e r n a t i v e s  a n d  a p p r o a c h e s  w h i c h  
w i l l  e f f e c t i v e l y  a c c o m o d a t e  t h e  a g e n c y ' s  b u d g e t  e s t i m a t e .
B y  t h e  s a m e  t o k e n ,  it g i v e s  t h e  A / E  f i r m  a n  o p p o r t u n i t y  t o  
d i s c u s s  w i t h  t h e  a g e n c y  a n d  p o i n t  o u t  w h y  t h e  a g e n c y ' s  b e s t  
i n t e r e s t  is n o t  to r e d u c e  t h e  d e s i g n  e f f o r t .  If h o w e v e r ,  
t h e  a g e n c y  c a n n o t  r e a c h  s a t i s f a c t i o n  w i c h  t h e  f i r s t - r a n k e d  
fir m ,  t h e n  it h a s  t h e  o p p o r t u n i t y  t o  d i s c o n t i n u e  n e g o t i a t i o n s  
w i t h  t h e  h i g h e s t - r a n k e d  f i r m  if t h e y  b e l i e v e  t h a t  t h e  f e e  
p r o p o s a l  is n o t  f a i r  a n d  r e a s o n a b l e .  N e g o t i a t i o n  c a n  ther. 
b e  u n d e r t a k e n  w i t h  t h e  s e c o n d - r a n k e d  f i r m ,  a n d  t h e n  o f  

c o u r s e  t h e  t h i r d - r a n k e d  f i r m  if t h a t  is n e c e s s a r y .  T h e s e  
m e t h o d s  p r o v i d e  s t e p s  t h a t  u l t i m a t e l y  w i l l  p r o v i d e  a f e e  
t h a t  is f a i r  a n d  r e a s o n a b l e  f o r  t h e  l e f i n e d  s e r v i c e s .
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M a n y  o f  t h e  b e n e f i t s  o f  A / E  s e r v i c e s  m u s t  b e  m e a s u r e d  

a g a i n s t  f i n a l  c o n s t r u c t i o n ,  m a i n t e n a n c e  a n d  o p e r a t i n g  c o s t s  
o f  t h e  f a c i l i t y  o r  s t r u c t u r e .  C o s t s  t h a t  a r e  n o t  c l e a r l y  
d e t e r m i n e d  u n t i l  a f t e r  t h e  A / E  s e r v i c e s  h a v e  b e e n  c o m p l e t e d .  

I n j e c t i n g  p r i c e  in a n  i n i t i a l  s e l e c t i o n  m a y  l o w e r  t h e  A / E  
f e e  a n d  t i m e  s p e n t ,  b u t  it w i l l  a l s o  m o s t  l i k e l y  l o w e r  t h e  
q u a l i t y  o f  t h e  f i n a l  p r o d u c t ,  s i n c e  p r i c e  c o m p e t i t i o n  c a n  
i n h i b i t  t h e  a b i l i t y  o f  t h e  A / E  t o  p r o v i d e  f u l l  c o s t  s a v i n g  
s e r v i c e s  d u e  t o i n a d e q u a t e  c o m p e n s a t i o n  f o r  i n n o v a t i v e  a n d  
t h o r o u g h  w o r k .  It m a y  e v e n  c a u s e  m o r e  t a l e n t e d  A / E  f i r m s  

n o t  t o  o f f e r  t h e i r  s e r v i c e s ,  t h u s  l o w e r i n g  t h e  o v e r a l l  
q u a l i t y  o f  t h e  s e r v i c e s  a v a i l a b l e  t o  t h e  a g e n c y .  T h u s ,  

s t a t e d  a g a i n ,  t h e  p u b l i c  is n o t  w e l l  s e r v e d .

W e  b e l i e v e  che p r o c e s s  o f  c o m p e t i t i v e  s e l e c t i o n  f o r  A r c h i t e c t /  
E n g i n e e r  f i r m s  in t h e  S t a t e  o f  A l a s k a  m a k e s  e v e n  m o r e  s e n s e  
t h a n  t h e  s a m e  c o n s i d e r a t i o n s  in a n y  o f  t h e  o t h e r  49 s t a t e s .
A s  y o u  a r e  a l l  a w a r e ,  o u r  s t a t e  h a s  m o r e  u n i q u a  a n d  d i v e r s e  
n e e d s  t h a n  a n y  o f  t h e  o t h e r  49. A l a s k a  h a s  m a n y  v a r i e d  
c l i m a t o l o g i c a l  z o n e s  a n d  s e n s i t i v e  e n v i r o n m e n t a l  f a c t o r s  
t h a t  m u s t  b e  c o n s i d e r e d  d u r i n g  t h e  d e s i g n  o f  a n y  p r o j e c t .
T h e  e n v i r o n m e n t a l  p r o b l e m s  a r e  f u r t h e r  c o m p l i c a t e d  b y  t h e  
p r o b l e m s  o f  c o d e  a n d  r e g u l a t i o n  c o m p l i a n c e ,  b u d g e t  c o n s t r a i n t s ,  
c o m m i t t e e  h e a r i n g s ,  c o m m i t t e e  r e v i e w ,  a g e n c y  r e v i e w s ,  m a i n t e n a n c e  
c o n s i d e r a t i o n s ,  o p e r a t i o n a l  c o s t s ,  m a i n t e n a n c e  c o m p l e x i t i e s ,  
a n d  in m a n y  o f  t h e  b u s h  a r e a s — a l a c k  o f  q u a l i f i e d  m a i n t e n a n c e  
p e r s o n n e l .  In o r d e r  f o r  t h e s e  p r o b l e m s  t o  b e  m e t  e f f e c t i v e l y ,  
t h e  o n l y  r a t i o n a l  m e t h o d  f r o m  w h i c h  t o m a k e  a s e l e c t i o n  o f  

a n  A / E  f i r m  is b y  a d d r e s s i n g  t h e  q i o l i f i c a t i o n s  o f  t h e  
r e s p o n d i n g  f i r m s  a n d  s e l e c t i n g  t h e  h i g h e s t  r a n k e d  f i r m  o n  
t h e  b a s i s  o f  t h o s e  q u a l i f i c a t i o n s .  O n l y  t h e n ,  b a s e d  o n  t h e  
q u a l i t y  a n d  e x p e r i e n c e  o f  t h e  s e l e c t e d  A / E  f i r m ,  c a n  t h e  
p r o j e c t  d e s i g n  o b j e c t i v e  b e  e f f e c t i v e l y  m e t  a n d  t h e  p u b l i c  
r e s o u r c e s  m o s t  e f f e c t i v e l y  p r o t e c t e d .

W e  b e l i e v e  H o u s e  B i l l  2 1 1  p r o v i d e s  f o r  t h o s e  m e a s u r e s  a n d  

p r o t e c t i o n ,  i n s u r i n g  t h a t  t h e  p u b l i c  n e e d ,  t h r o u g h  t h e  u s e  
o f  c o m p e t i t i v e  s e l e c t i o n ,  w i l l  b e  m o s t  s u c c e s s f u l l y  m e t .  I 
u r g e  y o u r  p o s i t i v e  c o n s i d e r a t i o n  o f  H o u s e  B i l l  211.

R e s p e c t f u l l y  S u b m i t t e d ,

W a l t e r  E. S t e i g e ,  P.E. 

C . E . C . A .  P r e s i d e n t

W E S / r w



Stata of Washington by C o m d t t e e  on Stale Government (originally
47th Legislature sponsored by Representatives NcCson (G),

1981 Regular Session King (R), IfcCinnls, Creengo, Ehlers, Erickson,
Walk, Addison, Mine)

SUBSTITUTE HOUSE HU. NCI. 176

Read first time March 10, 1961, and passed to Rules for second reading. 
April 16, 1981: Passed as amend*! by the Senate.

1 AN ACT R e l a t i n g  t o  p u b l i c  c o n t r a c t s :  ad d i n g  a new c h a p t e r  u
?. T i t l e  3 0  RCW; and p r o v i d i n g  an e f f e c t i v e  d a t e .

3 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

4 NEW SECTION.  S e c t i o n  1.  The l e g i s l a t u r e  he r cb . ,
5 e s t a b l i s h e s  a s t a t e  p o l i c y ,  t o  t h e  e x t e n t  p r o v i d e d  i n  t h i .
6  c h a p t e r ,  t h a t  g o v e r n m e n t a l  a g e n c i e s  p u b l i c l y  a n n o u n o
7 r e q u i r e m e n t s  f o r  a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s ,  am'
8 n e g o t i a t e  c o n t r a c t s  f o r  a r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e ;
9 on t h e  b a s i s  c f  d e m o n s t r a t e d  compe t ence  and q u a l i f i c a t i o n  f o :

10 t h e  t y p e  o f  p r o f e s s i o n a l  s e r v i c e s  r e q u i r e d  and a t  f a i r  an<
11 r e a s o n a b l e  p r i c e s .

12 NEW SECTION. S e c .  2 .  U n l e s s  t h e  c o n t e x t  c l e o r l '
13 r e q u i r e s  o t h e r w i s e ,  t h e  d e f i n i t i o n s  I n  t h i s  s e c t i o n  s h a l l  a p p i '
14 t h r o u g h o u t  t h i s  c h a p t e r .
15 ( 1 )  " S t a t e  agency*  means any d e p a r t m e n t ,  agency
16 c om m is s i o n ,  b u r e a u ,  o f f i c e ,  o r  any o t h e r  e n t i t y  o r  a u t h o r i t y  a
17 t h e  s t a t e  g o v e rn m en t .
18 ( 2 )  " L o c a l  agen cy*  means any c i t y  and  any t own ,  c o u n t y
19 s p e c i a l  d i s t r i c t ,  m u n i c i p a l  c o r p o r a t i o n ,  a g e n c y ,  p o r t  d l s t r i c -
2 0  o r  a u t h o r i t y ,  o r  p o l i t i c a l  s u b d i v i s i o n  o f  any  t y p e ,  o r  any  othi -
21 e n t i t y  o r  a u t h o r i t y  o f  l o c a l  gov e r nmen t  i n  c o r p o r a t e  f o rm  o-
2 2  o t h e r w i s e .
2 3  ( 3 )  ' S p e c i a l  d i s t r i c t *  means a l o c a l  u n i t  o f  gove rnmen t
24 o t h e r  t h an  a c i t y ,  t own ,  o r  c o u n t y ,  a u t h o r i z e d  by l aw  t o  p e r f o r r
2 5  a s i n g l e  f u n c t i o n  o r  a l i m i t e d  number  o r  f u n c t i o n s ,  am
26  I n c l u d i n g  bu t  trot l i m i t e d  t o .  w a t e r  d i s t r i c t s .  I r r i g a t i o n
27  d i s t r i c t s ,  f i r e  d i s t r i c t s ,  s c h o o l  d i s t r i c t s ,  c ommuni t y  c o l l e g i
2 8  d i s t r i c t s ,  h o s p i t a l  d i s t r i c t s ,  s ewer  d i s t r i c t s ,  t r a n s p o r t a t l m

. 1. SHB 17'

CERTIFICATION OF ENROLLED ENACTMENT
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1 r j f  q u a I  i T i c a t  I o n s  mid poe f o r n i a i u  c .I.ti .• un f • I • ' i n -  a g e n c y ,
2  I o g e l h e r  w i t h  t h o s e  t h a t  may tie s u b m i t t e d  hy  o i l i e r  f i rms '
3  r e g a r d i n g  t h e  prop* ; r d  - i r - i je i . ' t .  and ' - h a l l  c o nd uc t  d i s c u s s i o n s  
■t w i t h  one o r  m o r e  f i r m s  r e g a r d i n g  a n t i c i p a t e d  c o n c e p t s  and t h e
5 r e l a t i v e  u t i l i t y  o f  a l t e r n a t i v e  me thods  o f  a p p r o a c h  f o r
6 f u r n i s h i n g  t h e  r e q u i r e d  s e r v i c e s  and t hen s h a l l  s e l e c t
7 t h e r e f r o m ,  ba sed  upon c r i t e r i a  e s t a b l i s h e d  by t h e  a g e n c y ,  t h r
8 f i r m  deemed t o  be t h e  most  h i g h l y  q u a l i f i e d  t o  p r o v i d e  t h r
9 s e r v i c e s  r e q u i r e d  f o r  t h e  p r o p o s e d  p r o j e c t .  Such agency

Jo p r o c e d u r e s  and g u i d e l i n e s  s h a l l  i n c l u d e  a p l a n  t o  i n s u r e  t h o i
11 m i n o r i t y  and women-owned f i r m s  a r e  a f f o r d e d  t h e  maximur
12 p r a c t i c a b l e  o p p o r t u n i t y  t o  c ompe t e  f o r  and o b t a i n  p u b l i c
13 c o n t r a c t s  f o r  s e r v i c e s .  The  l e v e l  o f  p a r t i c i p a t i o n  by  m i n o r i t y
14 and women-owned f i r m s  s h a l l  be c o n s i s t e n t  w i t h  t h e i r  g e n e r a l
15 a v a i l a b i l i t y  w i t h i n  t h e  p r o f e s s i o n a l  c o mmun i t i e s  i n v o l v e d .

16 NEW SECTION. S e c .  5 .  ( 1 )  The a g e n c y  s h a l l  n e g o t i a t e  a
17 c o n t r a c t  w i t h  t h e  mos t  q u a l i f i e d  f i r m  f o r  a r c h i t e c t u r a l  ani*
18 e n g i n e e r i n g  s e r v i c e s  a t  a p r i c e  wh ich t he  age n cy  d e t e r m i n e s  I f

19 f a i r  and r e a s o n a b l e  t o  t h e  ag en cy .  I n  mak ing  i t s  d e t e r m i n a t i o n .
20  t h e  ag en cy  s h a l l  t a k e  i n t o  a c co un t  t he  e s t i m a t e d  v a l u e  o f  »a>
21 s e r v i c e s  t o  be r e n d e r e d  a s  w e l l  as  t he  s c o p e ,  c o m p l e x i t y .  nn<;
22 p r o f e s s i o n a l  n a t u r e  t h e r e o f .
23 ( 2 )  I f  t h e  age n cy  i s  u n a b l e  t o  n e g o t l n . e  a s a t i s f a c t o r y
24 c o n t r a c t  w i t h  t h e  f i r m  s e l e c t e d  a t  a p r i c e  t h e  a g en cy  d e t e r m i n e s
25  t o  be f a i r  and r e a s o n a b l e ,  n e g o t i a t i o n s  w i t h  t h a t  f i r m  s h a l l  b.
26  f o r m a l l y  / t e r m i n a t e d  and  t he  agen cy  s h a l l  s e l e c t  o t h e r  f i r m s  !•
27  a c c o r d a n c e  w i t h  s e c t i o n  4 o f  t h i s  a c t  and c o n t i n u e  i n  a c c o r d a n o
28 w i t h  t h i s  s e c t i o n  u n t i l  on  ag r eemen t  I s  r e a c h e d  o r  t h e  p r o c e s s
29 I s  t e r m i n a t e d .

3 0  NEW SECTION. S e c .  6 .  ( 1 )  T h i s  c h a p t e r  nc,»d n o t  be
31 c o m p l i e d  w i t h  by any a g e n c y  when t h e  c o n t r a c t i n g  a u t h o r i t y  makes
32  a  f i n d i n g  I n a c c o r d a n c e  w i t h  t h i s  o r  any o t h e r  a p p l i c a b l e  lav/
33  t h a t  an eme rgency  r e q u i r e s  t he  Immed i a t e  e x e c u t i o n  o f  t h e  work
34 i n v o l v e d .
35  ( 2 )  N o t h i n g  i n  t h i s  c h a p t e r  s h a l l  r e l i e v e  t he

• a .  S l l l l  I 7 P

TT] “ 1

c t s ,  and m e i r o p n l i t u n  m u n i c i p a l  c o r p n . e a i I o n a  o r g a n i z e d
c h a p t e r  3 5 . 5 8  RCW.

( 4 )  "Agency*  means b o t h  s t a t e  and l o c a l  u g e n e i e s  and
i l  d i s t r i c t s  a s  d e f i n e d  i n  s u b s e c t i o n  ( 1 ) ,  ( 2 ) ,  and ( 3 )  o f  
• e c t  i o n .

( 5 )  " A r c h i t e c t u r a l  and e n g i n e e r i n g  s e r v i c e s "  o r
s s i o n a l  s e r v i c e s "  means p r o f e s s i o n a l  s e r v i c e s  r e n d e r e d  by

■rson. o t h e r  t h an  a s  an em p l o y e e  o f  t h e  a g e n c y ,  c o n t r a c t i n g  
• f o rm  a c t i v i t i e s  w i t h i n  t h e  s c o p e  o f  t h e  g e n e r a l  d e f i n i t i o n  
i f e s s i s ' a l  p r a c t i c e  I n  c h a p t e r s  1 8 . 0 8 ,  1 8 . 4 3 .  o r  1 8 . 9 6  RCW.

( 6 )  ' P e r s o n -  means any i n d i v i d u a l ,  o r g a n i z a t i o n ,  g r o u p ,  
. a t i o n ,  p a r t n e r s h i p ,  f i r m ,  j o i n t  v e n t u r e ,  c o r p o r a t i o n ,  o r  
<mbinat i o i .  t h e r e o f .

( 7 )  " C o n s u l t a n t "  means any p e r s o n  p r o v i d i n g  p r o f e s s i o n a l  
e s  who i s  no t  an emp l oy ee  o f  t h e  ag en cy  f o r  whi ch t h e  
e s  o r e  p r o v i d e d .

<8 )  " A p p l i c a t i o n "  means a c om p l e t e d  s t a t e m e n t  o f  
' I c a t l o n s  t o g e t h e r  w i t h  a r e q u e s t  t o  be c o n s i d e r e d  f o r  t h e  
o f  one  o r  mo r e  c o n t r a c t s  f o r  p r o f e s s i o n a l  s e r v i c e s .

NEW SECTION. Sec .  3 .  Each agen cy  s h a l l  p u b l i s h  I n  
:c t h a t  a g e n c y ' s  r e q u i r e m e n t  f o r  p r o f e s s i o n a l  s e r v i c e s ,  
i nouncemont  s h a l l  s t a t e  c o n c i s e l y  t h e  g e n e r a l  s c o pe  and 
; o f  t h e  p r o j e c t  o r  wo r k  f o r  wh i ch  t he  s e r v i c e s  a r c  
"ed and t h e  a d d r e s s  o f  a r e p r e s e n t a t i v e  o f  t h e  agency  who 
a r o v i d e  f u r t h e r  d e t a i l s .  An agen cy  may comp l y  w i t h  t h i s  
in by :  ( I )  P u b l i s h i n g  an announcemen t  on ea ch  o c c a s i o n  
p r o f e s s i o n a l  s e r v i c e s  p r o v i d e d  by n c o n s u l t a n t  a r e  r e q u i r e d  
nc a g e n c y ;  o r  ( 2 )  an no un c i ng  g e n e r a l l y  t o  t h e  p u b l i c  i t s  
c t c d  r e q u i r e m e n t s  f o r  any  c a t e g o r y  o r  t y p e  o f  p r o f e s s i o n a l  
c e s .

NEW SECTION. S e c .  4 .  I n  t h e  p r o c u r emen t  o f  
t c c t u r a l  and e n g i n e e r i n g  s e r v i c e s ,  t h e  apon cy  s h a l l  
r a g e  f i r m s  engaged i n  t h e  l a w f u l  p r a c t i c e  o f  t h e i r  
s s l o n  t o  submi t  a n n u a l l y  u s t a t e m e n t  o f  qua 11 f  l e n t  ioni ;  and 
i-mancc d a t a .  The agency  s h a l l  e v a l u a t e  c u r r e n t  s t a t e m e n t s  
76 -2-
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c o n t r a c t i n g  a u t h o r i t y  from complying w ith  a p p l i c a b l e  law 

l im i t i n g  emergency ex p e n d i tu re s .

NEW SECTION. S e c .  7 .  N o t h i n g  i n  t h i s  c h a p t e r  s h a l l  
a f f e c t  t h e  v a l i d i t y  o r  e f f e c t  o f  any  c o n t r a c t  I n  e x i s t e n c e  on 
t h e  e f f e c t i v e  d a t e  o f  t h i s  1981 a c t .

NEW SECTION. S ec .  8 .  I f  any  p r o v i s i o n  o f  t h i s  a c t  o r
I t s  a p p l i c a t i o n  t o  any p e r s o n  o r  c i r c u m s t a n c e  i s  h e l d  I n v a l i d ,
t h e  r e m a i n d e r  o f  t h e  a c t  o r  t h e  a p p l i c a t i o n  o f  t h e  p r o v i s i o n  t o
o t h e r  p e r s o n s  o r  c i r c u m s t a n c e s  i s  n o t  a f f e c t e d .

NEW SECTION. S ec .  9 .  T h i s  a c t  s h a l l  t a k e  e f f e c t  on 
J a n u a r y  1 ,  1 9 8 2 .

NEW SECTION. S e c .  1 0 .  S e c t i o n s  1 t h r o u g h  8 o f  t h i s  a c t
s h a l l  c o n s t i t u t e  a new c h a p t e r  i n T i t l e  39  RCW.

PAVOOd
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ARCHITECTS & ENGINEERS PROFESSIONAL SLRVICES P R O C U R E M E N T

Architectural and E ngineering Services should on l y  be 

obtained through a selection procerr' that ascertains the 

qualification and capability to design public works 

projects. Fair and reasonable fees s h ould be e stablished 

b y  negotiation after selection and discussion o f  scope 

o f  work. It is not in the best interest o f  the public to 

obtain these services by priced proposals or competitive 

bidding.

THE PROCUREMENT OF P R O FESSIONAL SERVICES p r o v i d e d  by members of the 

learned professions has traditionally been considered apart from 

technicians and tradespeople w ho are often loosely grouped under 

professions to define a vocation for the purpose of business taxes 

o r  licenses.

A LEARNED PROFESSION is one requiring specialized knowledge and long 

and intensive academic preparation prior to em p l o y m e n t  in the p a r­

ticular professional field. To practice as an individual one must 

be licensed through written examination, reviewed b y  peers and must 

have a minimum b a c kground of experience under the direction of 

qualified practitioners. Consequently, members of these professions 

exercise judgments and make decisions only after thorough assessment, 

analysis, calculation, research and investigation o f  the problem. 

Architects and engineers are learned professionals whose role is that 

of the problem-solver for public works projects.

THE SELECTION OF PROFESSIONALS HISTORICALLY has b e e n  conducted through 

a process^based upon qualifications whether they be Doctors, Lawyers, 

Architects or Engineers; however, an Insidious inqredient entered the 

procurement of A  s E ' s — kick backs, payoffs, finder's fees -id so on. 

This reached the ultimate when exposure of such activities in the 

State of Maryland implicated Vice President Agnew. The practice was 

recognized as widespread along the eastern seaboard, into the large 

metropolitan areas o f  the midwest and even surfaced in the City of 

Seattle with eventual indictment and conviction of its City Engineer 

in 1978. In a sense it was the "buying-a-job technique." Who cannot 

but remember, oft-quoted remarks not too many years ago, that any 

problem with the Government could be resolved by paying the Judge. 

Several well-meaning public entities, particularly the State of Mary­

land, have at .empted to resolve the oroblem through competitive 

bidding. Tiis practice has proved ill-advised because it eliminated

CECW — Consulting Engmeers Council o! Washington. SEAW — Structural Eng inee r 
Association ot Washington AS«’ E — American Society o f Civil Engineers. WSPE — Washington Society 

ot Professional Engineers W CCE IS — Washington Council o f Civil Engineers end la n d  Surveyors. 
IEEE — Institute o' Eiectr.ca* Electronics Engineers. ASME — Amorrcan Society o l Mechanical 

Engineers. WC/AIA — W #sh .% ton Ccuncn o* the Amor.can lrstitu»< ot Architects. ASMRAE — American 
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an adequate determination of q ualifications a nd has resulted in p r o j e c t  delays 

o f  several years. Total project costs increased 25 to 30% o r  n e a r l y  four times 

the total professional fee. Yes, they did save on the profes s i o n a l  fee— b ut 

w h o  was the loser?

TH E  PUBLIC IS THE LOSER WHEN PR I C E  COMPETITION IS T H E  DETERMINANT IN A  S E L E C T I O N  

P R O C E S S . For one thing, the q u a l i t y  and quantity o f  services requred to satisfy 

functional needs o f  the project o r  agency cannot be p r ecisely defined. A  c on­

tracting authority, a corporation p u r c h a s i n g  agent o r  an individual o w n e r  cannot, 

without pr i o r  discussions of the scope o f  wo r k  with an e x p e r i e n c e d  arch i t e c t  or 

engineer, establish in detail the n u m b e r  o f  man-months o f  e f f o r t  that the p r o­

fessional must expend to achieve the required results. A  price s u bmitted p r i o r  

to having such discussions c annot be an adequate measure of value.

C O M P ETITIVE BIDDING FOR PROFESSIONAL SERVICES DOES NOT P R O VIDE C O N S U M E R  SAFE- ' 

G U A R D S ; rather it encourages p o o r  use of p ublic funds sine* the importance o f  

"value received" is subjugated to "money spent." There is still the p r o b l e m  

of specifying the quality and intent o f  services to be rendered.

Many of the principal U.S. Federal Agencies, the W o r l d  Bank, various W a s h i n g t o n  

State Departments, major W a s hington Cities a nd Counties and other agencies h a v e  

learned to use the professional negotiation approach. In this method, three 

o r  more architectural or engineering firms are ranked o n  the basis o f  q u a l i f i­

cations that have been reviewed in written form and by ora l  interviews. N e g o­

tiations are commenced with the firm receiving the hignest ranking and is c on­

summated when complete understanding o f  the scope o f  services is achieved and 

an equitable fee is agreed upon. Should it become impos -ible to consummate 

satisfactory negotiations wit h  the first choice, negotiations would commence 

w i t h  the second choice in the same m anner and if that p roves unsuccessful, the 

same process is conducted wit h  03 and so on. This m e t h o d  w as enacted into law 

for all Federal civilian agency projects under the sponsorship of Rep. Brooks 

o f  Texas and is known nationally as the "Brooks Act" for the selection o f  

architects and engineers. Considerable credit for passage through the Senate 

is accorded to both Senators Magnuson and Jackson. The Department of Defense 

h a d  adopted and used these same procedures prior to the Brooks Act and continue 

to do so.

THE LEGISLATION INTRODUCED IN THIS SESSION o f  our State Legislature as SB 2303 

and HB 1214 is patterned to a large extent upon the "Brooks Act" except that 

more latitude is provided to assist smaller political entities. Announcements  

o f  design service needs may be made on an annual basis o r  for each project, 

the selection m e t h o d  can vary with each agency as long as:

(1) Selection is based upon qualifications to provide the services, and

(2) Fair a nd reasonable fees are established through negotiation.

It is through this approach that the opportunity for collusion and m i s u s e  of 

public funds is reduced. The legislation presented contains punitive measures 

for consultants and public officials, should discovery occur, regarding b r i bery 

o r  contingent fees as a means to o btain the commission.

GREATER OPPORTUNITY FOR SELECTION IS PROV I D E D  TO THE S M A L L E R  P R OFESSIONAL FIRMS 

A N D  MINORITY FIRMS since all capital expenditure programs and rules for selection 

will be published. Qualifications and capability to p e r f o r m  the services will 
be the only basis of selection.

THE PUBLIC DESERVES THE BEST THAT THE PROFESSIONS HAVE TO OF F E R  AT FAI R  AND 

REASONABLE FEES. SB 2303 and HB 1214 AFFORDS THE GREATEST ASSURANCE F O R  THIS

POTENTIAL.
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“ T ^ h e  su g g e s t e d  statutory p ro v i s i on s  and C od e  Commentary conta ined  
X I  in this draft w e r e  a p p r o v e d  by  the Amer i c an  Bar  A s s o c i a -

lion on February 1 3 .  19 79 .  This materia l shou ld  not be  c ons id e red  a s  l e g i s l a -  
V tive history ot any statute or regulat ion which may  b e c om e  law in any Ju r isd i c -
& tion,



§5-501

Part E — A rc h i t e c t -E ng in e e r  Services  

$5-501 Architect-Engineer Services.
( 1) Applicability. A rch i t ec t - eng inee r  services  sha l l  be p r o c u r e d  as p r ov id ed  in this  Sec­

t ion except  as au t h o r i ze d  by Sect ion 3 -204 (Smal l  Purchases) .  Sect ion 3 -205  (Sole  Source 
P ro c u re me nt ) ,  a n d  Sect ion 3 - 206  (E m er g en c y  P roc ure me nt s ) .

(2 )  Policy. It is t he  pol icy o f  this [State] to  pub l i c ly  a n n o u n c e  al l  r e q u i r e m e n t s  for 
a rch i t ec tu ra l  a n d  eng inee r ing  se rvices  and  to  nego t i a t e  co n t ra c t s  for  a r ch i t ec tu r a l  and  
enginee r ing  se rv ices  on  the bas is  o f  d e m o n s t r a t e d  co m p e te n c e  and  qua l i f i ca t ion  for  the  type 
o f  services  r eq u i red ,  a n d  a t  fair  a n d  rea so na b l e  prices.

t3 )  A rch itec t-E ng in  te r  Selection  C om m ittee. In the  p r o c u r e m e n t  o f  a rc h i t e c tu ra l  and  
eng inee r ing  services ,  t he  C h i e f  P ro c ur e m en t  Off icer  o r  the  head o f  a Purchas ing Agency 
shal l  enc o ur ag e  f i rms engage d  in the  I awful p rac t i ce  o f  the ir  profess ion to submi t  a n n u a l l y  a 
s t a t e me nt  o f  qua l i f i ca t ions  a n d  pe r f o r m an ce  da t a .  [The Ch ie f  P ro c u re m en t  Of f i cer  o r  the 
hea d  o f  a Purchas ing  Agency,  the  P ro c u re m en t  Of f i cer ,  a n d  [the S tate  Arch i t ect ] ]  shali  
co m p r i se  the A rc h i t e c t -E ng in e e r  Select ion C o m m i t t e e  for  each a rc h i t ec t - eng inee r  services
con t r ac t  ove r  [S ]. T h e  Select ion C om m i t t e e  for  a rch i t ec t - eng inee r  services  co n t r a c t s
un de r  this  a m o u n t  shall  be es t ab l i shed in a c c o r d a n c e  with r egu la t ions  p r o m u lg a te d  by the 
Pol icy Office.  T h e  Select ion C o m m i t t ee  shal l  ev a lu a te  cu r r e n t  s t a t ement s  o f  qua l i f ica t ions  
and  p e r f o rm a a c e  d a t a  on  file with the  [State],  t og e t he r  wi th those  that  ma y  be su b mi t t e d  by 
o th e r  f i rms  reg a rd ing  the  p r opo sed  con t rac t .  T h e  Select ion C o m m i t t e e  shal l  co n d u c t  d i s ­
cussions  with no  less than  three  f irms rega rd ing  the c o n t r a c t  a n d  the r e l a t ive  uti l i ty o f  a l t e r ­
na t ive  mc i i iods  o f  appvoa ch  for  furnishing the r e q u i re d  services ,  a nd  then shal l  select 
th e re f ro m,  in o r d e r  o f  prefe rence ,  based upon  c r i t e r i a  es t abl i shed and  pub l i shed  by the 
Select ion Co m m i t t ee ,  no less than three  o f  the f irms de e m e d  to  be the most  highly qua l i f i ed  
to  p r o v id e  the services  r equi red .

(4)  Negotiation. T h e  P ro c ur e m en t  Off icer  shal l  nego t i a t e  a co n t r a c t  with the  highest  
qua l i f i ed  firm for  a rc h i t ec tu ra l  a nd  enginee r ing  se rvices  at  co m pen sa t io n  which  the  P r o ­
cu re m en t  Off icer  d e t e r m in e s  in wri t ing to be fair a n d  l e as o n a b l c  to the [State],  In m ak ing  
this dec is ion,  the  P ro c u re m en t  Off icer  shal l  t ake into a c co u n t  the e s t ima ted  va lu e ,  the 
scope,  the complex i ty ,  a nd  the profess ional  n a t u r e  o f  the  se rv ices  to be r en de re d .  S ho u ld  the 
P ro c u re m en t  Off icer  be unab le  to nego t i at e  a sa t i s fac tory co n t rac t  with the firm co ns id e r ed  
to be the  most  qua l i f i ed ,  at  a p r ice  the P ro c u re m e n t  Of f i cer  d e t e rm in es  to be fair  and  
rea son ab l e  to the  [Slate],  nego t i a t ions  with tha t  f irm shal l  be fo rmal ly  t e rmi na t ed .  T h e  P r o ­
cu r e m en t  Off icer  shall  then u n d er t a k e  nego t i a t ions  with the second mos t  qual i f i ed  firm. 
Fai l ing  ac cor d  with the second  mos t  qual i f i ed  f irm,  the  P ro c u re m en t  Of f i cer  shall  fo rma l ly  
t e rm in a t e  negot i at ions .  T h e  P ro cu rem en t  Off icer  shal l  then un d e r t a k e  negot i at ions  with the 
thi rd mos t  qua l i f i ed  firm.  Shou ld  the  P ro c ur e m en t  Off icer  be un ab le  to nego t i a t e  a co n t r a c t  
at a fair and  r ea so na b le  p r ice  with any  o f  the se lec ted  f i rms,  the  P ro c u re m en t  Off i ce r  shall  
select  add i t io na l  f i rms in o r d e r  o f  the ir  c o m p e te n c e  and  qual i f i ca t ions ,  a nd  the  P r o c u r e ­
men t  Off icer  shal l  con t inu e  negot i at ions  in a c c o r d a n c e  with this  Sect ion unt i l  an a g r e em e nt  
is r eached .

COMMENTARY:
1 11 This Sccim n applies to procurement ot a ll services within the scope ot architecture, proles-

sion.il engineering. or registered land surveying as dclincd hy the laws ol the Slate whether or not
construction is involved.
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(2) The principal reasons supporting this selection procedure for architect-engineer services are 
the lack of a definitive scope of work for such services at ,'hc lime the selection is made and the im­
portance of selecting the best qualified firm. In general, the architect-engineer is engaged to repre­
sent the (State's) interests and is. therefore, in a different relationship with the [State] from that nor­
mally existing in a buyer-;eller situation. For these reasons, the qualifications, competence, and 
availability of the three most qualified architect-engineer firms is considered in ititally, and price 
negotiated later.

(3) It is considered more desirable to make the qualification selection first and then to discuss 
the price because both parlies need to review in detail what is involved in the work (for example, 
estimates of man-hours, personnel costs, and alternatives that the architect-engineer should con­
sider in depth). Once parameters have been fully discussed and understood and the architect- 
engineer proposes a fee for the work, the recommended procedure requires the [State] to make us 
own evaluation and judgment as, to the reasonableness of the fee.

(4) If the fee is fair and reasoi able, as.ard is made without consideration ot proposals and Ices 
of other competing firms. If  the fee cannot be negotiated to the satisfaction of the [State], negotia­
tions with other qualified firms arc initiated. Thus price clearly is an important factor in the award 
of the architect-engineer contract under this procedure. The principal difference between the 
recommended procedure for architect-cngiiteer selection -tr.u the procedures used in most other 
competitive source selections is the point at which price is considered.

(5) If  an enacting jurisdiction desires to use a different selection process, then it may consider 
the following language:

“ The Procurement Officer shall negotiate with the highest qualified firms for u 
contract for architectural and engineering services at compensation which the Pro­
curement O fficvr determines in writing to he fair and reasonable to the [Stale). In 
making such determination, the . rocuremenl O fficer shall lake into account, in the 
following order of importance, the professional competence of offerors, the technical 
merits of offers, and the price for which (he services are to he rendered."

41



ATTACHMENT 2

F E D E R A L  S E L E C T I O N  L A W  
( B r o o k s  Ac t )

PUBLIC LAW 92-582: 92ND CO NGRESS, H. R. 12807;
OCTOBER 27, 1972

A N  A CT

To amend tne Federal Prosody and Admin,sira:.',e Services Act 
1949 m  c'dcr 'o esiaolish Federal dcIicv concernmg m g  se'echon

t A>:ritpe!s 
32 Sill 1104 

2 96 Sill 1218 
0 36 Slat <279

firms and individuals to eerlcrm architectural. engireermg. and re'atnd 
services for :re Federal Government, 

de ii enacted 0y the Senate and Houso of Reoieseniatives ol tne 
United States ot America »n Congress assemoted That the Federal 
Prcceriy and Administrative Services Act ol 1949 '.40 U S C  471 el 
seq ) is amended Oy adding at tne end thereof the following new mis 1

TITLE IX— SELECTION O F  A HCHITECTS A N D  E NG IN E E R S

••Oel'mtions
Sec 901 As used m  this title—
(1) The term firm' means any individual, firm, partnership, corpo­

ration association, or other legal entity permitted by law lo practice 
the professions of architecture or engineering.

(2) The term agency nead' means the Secretary. Admm.straior. or 
head of a department, agency, or bureau ol the Federal Government.

(3) The term architectural and engineering services’ includes ihose 
professional services ol an architeclural or engineering naiure as well 
as incidental services thal members ol these professions and Ihose in 
their employ ma y logically or iustiliably perform 2

"Policy
"Sec 902. The Congress hereby declares it lo be ihg policy of tho 

Federal Government lo publicly announco all requirements for archl- / .

tectural and engineering services, and to negotiate contracts lor y A  f\r\yor\C£M6inX
architectural and engineering services on the basis of demonstrated |
comoeienco and qualification lor thff typo ol professional services 
equired and at fair and reasonable prices.

’ Requests lor data on architectural and engineering services 
"Sec. 903. In the procurement ol architectural and engineering serv 

ices, ihe agency head shall encourage firms engaged in ine lawful . 
practice of their profession to submit annually a statement of qualifies- I 
tions and performance data. The agency head, for each proposed 
proiect, shall evaluate current statements of qualifications and per 
formance data on file with the agency, together with those that may bo 
submitted by other firms regarding ihe proposed proiect. and shall 
conduct discussions with no less than three firms regarding antici­
pated concepts and Ihe relative utility of alternative methods of ap­
proach for furnishing the required services and then shall select 
therefrom, in order of preference, based upon criteria established and 
published by him. no Ies3 than three of the firms deomed to be tho 
most highly qualified to provide tho services required. vJ

"Negotiation ol contracts tar architectural and engineering services 
"Sec 904. (a) The agency head shall negotiate a contract with the 

highest qualified firm lor arcniiectural and engineering services at / 
compensation which ihe agency head determines is fair and reasona­
ble lo the Government. In making such determination, ihe agency 
head shall lake into account the estimated value ol the services lo be 
rendered, the scope, complexity, and professional naiure thereof.

(b) Should the agency head be unable to negotiate a satisfactory 
contract with the lirm considered to be tne most qualified, at a prico 
he determines to be fair and reasonable to the Government, negotia­
tions with that firm should be formally terminated The agency head

should then undertake negotiations with the second most qualified 
firm Failmg accord with the second most quaiif.ed lirm ihe agency 
read should terminate negotiations The agency head should then 
undertake negotiations wiih the third most qualified firm.

(cl Shoufd the agency head oe unable to negotiate a saii5l3Ctory 
cor.'ract with any of m e  selected firms, he snail select additional firms 
m  oroer cf ir.esr competence and qualification and continue r.egolla- 
t'Ons m  accordance wiih tn-s secuon until an agreement is reached. " 3

Approved Octooer t/’, 1972.
A
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O c t o b e r ,  1 9 8 1

Note: S t a t e s  m a y  a p p e a r  in  m o r e  t h a n  o n e  c a t e g o r y .  P r o h i b i t i o n  of
o r  e x e m p t i o n  f r o m  c o m p e t i t i v e  b i d d i n g  r e q u i r e m e n t s  f o r  p r o c u r e m e n t  
i n  g e n e r a l  m a y  b e  p r o v i d e d  in g e n e r a l  s t a t u t e s  for A / E  s e r v i c e s .  A  
s p e c i f i c  p r o c e d u r e  for s e l e c t i o n  o f  A / E  s e r v i c e s  m a y  b e  s p e l l e d  out 
in a n o t h e r  law.

S t a t e s  w h i c h  p r o h i b i t  c o m p e t i t i v e  b i d d i n g  for A / E  s e r v i c e s  in Law: 

T e n n e s s e e  T e x a s

S t a t e s  w h i c h  e x e m p t  A / E  s e r v i c e s  f r o m  g e n e r a l  b i d d i n g  r e q u i r e m e n t s

C a l i f o r n i a  
D i s t r i c t  of 
H a w a i i  
I l l i n o i s  
K e n t u c k y  
M i s s i s s i p p i -  

g e n e r a l  1 s

C o l u m b i a

b y  a t t o r n e y  
r u l i n g

N e w  J e r s e y
N e w  Y o r k - b y  s t a t e

c o m p t r o l l e r ' s  o p i n i o n  
Oh i o
O k l a h o m a
P e n n s y l v a n i a
W y o m i n g

S t a t e s  c a l l i n g  for s e l e c t i o n  b a s e d  o n  q u a l i f i c a t i o n :  (with p r o c e d u r e
r e q u i r i n g  r a n k i n g  of  f i r m s , n e g o t i a t i o n  o n  s c o p e  o f  p r o j e c t  a n d  
fee w i t h  the top firm. If n o  c o n t r a c t  can be r e a c h e d ,  n e g o t i a t i o n s  
are t e r m i n a t e d  a n d  t a k e n  u p  w i t h  the s e c o n d  r a n k e d  firm. S a m e  
p r o c e d u r e  r e q u i r e d  for t h i r d  r a n k e d  f i r m  (and l o w e r  r a n k e d  firms 
if r e q u i r e d  b y  law) i f  no  a g r e e m e n t  c a h  be r e a c h e d  w i t h  the second.

C a l i f o r n i a (1973) M i n n e s o t a (1975)
C o n n e c t i c u t (1979) N e b r a s k a (1978)

C o l o r a d o (1979) N e w  H a m p s h i r e (1973)
D e l a w a r e (1976) N e w  Y o r k  S t a t e (1980)

F l o r i d a (1973) O k l a h o m a (1974)

K a n s a s  A s  a n d  Es (1977) P e n n s y l v a n i a - b u i l d i n g (1975)

K e n t u c k y (1978) c o n s t r u c t i o n  o f f i c e s
L o u i s i a n a (1975) S o u t h  C a r o l i n a (1981)
M a i n e (19 79) T e x a s (1971)
M a s s a c h u s e t t s (1915) U t a h (1980)

V i r g i n i a (1980)

W a s h i n g t o n (1981)

S t a t e s  p r o h i b i t i n g  c o m p e t i t i v e  b i d d i n g  u n d e r  r e g i s t r a t i o n  law rules, 
r e g u l a t i o n s , s t a n d a r d s  o f  c o n d u c t :  ( S o u r c e : N C A R B  s t u d y  r e v i s e d

J u n e  13, 1975. W h e t h e r  r u l e s  a r e  p r o m u l g a t e d  for a r c h i t e c t u r a l  
b o a r d  alone, j o i n t  b o a r d  o r  o c c u p a t i o n a l  b o a r d  is noted).

A r k a n s a s  - A  
C o n n e c t i c u t  - A 
F l o r i d a  - A  
H a w a i i  - A / P E / S

Id aho - Occup. L i c e n s i n g  
K e n t u c k y  - A
L o u i s i a n a  - Occup. S t a n d a r d s
M o n t a n a  - A
N o r t h  C a r o l i n a  - A

N o r t h  D a k o t a  - A  
O k l a h o m a  - A  
S o u t h  C a r o l i n a  - A  
S o u t h  D a k o t a  - A / E  
T e n n e s s e e  - A / E  
V e r m o n t  - A 
W i s c o n s i n  - A / E  
P e n n s y l v a n i a  - A / E / L S
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Mr. John P. O’Connor
Engineering Editor
American City &. County Magazine

Deer llr. O’Connor:

As discussed with a representative r>f the American 
Consulting Engineers Council, I am enclosing another view of 
the Maryland Professional Procurement System. This was 
prompted by the latest Zemansky article of May 1982, entitled 
Separate Myth from Fact.

Ey way of background, I represent Baltimore City in the 
Maryl-md General Assembly, assigned to the Capital Projects 
Committee for sixteen (16) years, twelve (12) years as chairman. 
I have served for the past six (6) yoar3 in dual capacity as 
Vice Chairman Appropriations Committee.

Sincerely,

R. Charles Avara
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AMERICAN CITY & COUNTY MAGAZINE 

Article on A/E Procurement Procedures

As a public elected official I must be concerned with the wise expenditure 

of taxpayer money, best use of government personnel, and assurance that we 

develop the best and most cost effective capital works projects. All of these 

objectives are realized in the procurement of engineering and architectural 

services, when that procurement process is one which ensures that firms are 

selected first on the basis of their qualifications..

Yet, the. debate continues over the best means of procuring A/E se*.vices. 

Maryland, which I serve as an elected State representative, is the cnly state 

in the country which requires A/Es competing for public jobs to submi,'; 

priced proposals. Because of that requirement I have been long involved ir. 

discussions with public procurement officials, private sector engineers and 

architects and other legislators on this issue. We have made some progress 

toward educating other officials and the public that what appears to be the 

simplest solution may not always be the best.

The State of Maryland adopted a bidding requirement subsequent to the 

procurement scandals that ultimately resulted in the resignation of Spiro T. 

Agnew as Vice President of the United States. While reforms were clearly needed

- more -
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in the State selection process, many legislators still do not believe that 

bidding is a defense against corruption. The widespread announcement of public 

project and openness now associated with the Maryland system could just as 

easily be a vital part of a negotiated procedure.

Competitive negotiations were adopted by all federal agencies, including 

the military, with the passage of the P.L. 92-582 in 1972. Tventy-nine states 

also have statutes which recognize the value of A/E selection based on competence 

with competitive negotiation for a fair and reasonable fee. Of these, twenty 

have enacted a law detailing a qualifications selection procedure similar to the 

federal system and nineteen have exempted or prohibited A/Es from bidding. (Ten 

states have enacted both.) Maryland stands alone wit. *  bidding procedure.

Competitive negotiation requires that firms first submit their qualifications 

to perform work on a project, after which three or more are ranked and negotiations 

take place, with the number one ranked firm. At that negotiation stage a fair 

and reasonable price is established. If the agency and the firm cannot agree on 

the price, negotiations are ended with the first and undertaken with the second 

firm. If a design contract price cannot be agreed to by the client and the 

second ranked design professional, negotiations are ended and undertaken with 

the third ranked firm.

What the public agency client is buying is the design ideas of the engineer 

and architect —  and each design t^ara will give the client a different facility.

The difference is measurable against the experience and innovation of the 

individual competitors -- in short, their qualifications.

Maryland's bidding requirement has not served the best interests of the

AMERICAN CITY & COUNTY
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State. In fact, a recent survey among consulting engineering firms showed that 

90 percent of Maryland's engineering firms do not seek work from the State and 

that more than GO percen \ who sought State work before no longer do so.

The slim chances o ' , success do not justify the costly ($2,300 to $15,000) 

preparation of proposals and two out of three projects result in no profit, 

or more usually a financial loss according to the study. While this may be of 

little personal concern to the public, or even to the public agency client, it 

is of crucial importance to those small private sector firms whose staff is paid 

and whose doors stay open —  or close —  according to a reasonable income.

Disturbing also were comments by firms responding to the survey, who said 

they believe that competitive price bidding encourages them to submit proposals 

that are void of innovation and to cut corners by meeting minimal standards 

in an effort to keep fees low. The creativity of our small design firms is an 

important resource to be fostered in an encouraging competitive climate —  not 

a marketplace which fosters perfunctory and shop worn design approaches.

These findings recently were corroborated in two extensive independent 

studies of A/E services procurement. The American Bar Association's Public 

contract Law Section for the Office of Federal Procurement Policy reaffirmed the 

findings of the three-yeav study that resulted in the /BA Model Procurement Code 

for State and local governments.

The National Academy ol: Sciences Committee on Procurement Policy concluded 

after a year of study, which included the Maryland system, that "in the Committee' 

opinion no problems of major importance were found and certainly no problems that 

would justify a significant modification of the (competitive negotiation) law".

AMERICAN CITY & COUNTY
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Inherent in A/E services, and not generally for other types of services, is 

the extent to which quality can affect the ultimate efficiency, effectiveness and 

economy of a facility or structure.

Consider the cost of the design portion of a project, compared to the overall 

project cost. A report by the U.S. General Accounting Office states that "design 

costs represent a very small proportion, probably less than one percent, of the 

costs that will be incurred over the life of a building. Decisions made during 

the expenditure of this less-than-one-percent determine and freeze nearly all 

costs that follow".

A/E services are unique and we cannot expect them to conform to bidding 

specifications which serve so well for the procurement of other goods and most 

services. The A/E is expected to be a member of the State's team, to assess 

alternatives, design a facility or structure to satisfy the State's need at the 

lowest project cost, oversee the construction and assist the State in prosecuting 

claims that may arise out of the construction project. The relationship is dif­

ferent from the ordinary buyer/seller relationship. In many respects the A/E acts 

as the State or city'-s a/jent, and they have great value in their ability to protect 

the State's interest.

In order to fairly assess a competiti”e bid, public agency officials must be 

certain that all design professional firms arc )■ r icing the same project. In the 

case of engineering services this is difficult, if not impossible to assure. The 

work scope simply cannot be accurately defined to that extent prior to engagement 

of an engineering firm.

The Maryland experience proves this point graphically. Studies nave shown

AMERICAN CITY & COUNTY
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huge variations, some over 400%, between the high and low bidder on the same 

project. For example, price proposals on 125 A/E projects by the Department of 

General Services over the past five years resulted in 0-25% variations between the 

high and low bidder on 15 projects; 26-50% variations on 29 projects; 50-100% 

variations on 47 projects; 101-200% variations on 30 projects; and 201-400% variations 

on 4 projects.

It is incumbent upon us as public officials to understand and recognize the 

nature of the services we are seeking in design professionals. Engineering is a 

learned profession. Whether it is practiced by an individual or a team of individuals, 

creative talents are applied to solving a problem. How can we expect bids on the 

execution of an idea that is still being conceived, such as bridging a river to 

handle 25,000 cars per day? Should there be a culvert, timber pilings, concrete 

pilings, no pilings? Should there be two lanes or four lanes, a sidewalk to allow 

fishing or a bike travelway or both? Public works staffs, working in consultation 

with various public groups and in concert with private practice engineers, are able 

to analyze a myraid of alternatives and suggest approaches that address the problems 

of safety, permanence, beauty, maintenance and a host of other factors.

The traditional selection process permits this essential professional relationship 

between the client and the engineer or architect. The largest single misconception 

I hear from colleagues is that price is not a factor when the competitive negotiation 

process is utilized. It most definitely is. By the time procurement officials 

or selection boards arrive at the negotiating table with the number one ranked firm 

both have a grasp of the project scope and the budget which the city, county or 

state, has determined to be within reason. At the same time, the firm has examined

AMERICAN CITY & COUNTY
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its approach to meeting the requirements of the job and the compensation neces ary 

to do so effectively. If the fee suggested by the firm is not in line with the

agency's budget, the next step is to evaluate the cause and significance of the

disparity.

Often the firms will suggest alternatives in approaches which will more effec­

tively accommodate the agency budget estimate. But if the firm feels it is not in

the agency's best interest to reduce the design effort, it will explain its rationale

leaving the consideration of the alternative up to the public works staff or selection 

board.

Further, since the procedure also calls for selecting at least three qualified 

competitors, the firm with whom the agenc7 first negotiates knows the agency can walk 

away if the fee proposal is not fair and reasonable. Additionally the agency can 

and should require the selected A/E to submit a cost hreakdov of its proposed fee, 

and audit the fee proposal against the agency's established cost principals. These 

steps provide a means for negotiating a fee that is fair and reasonable for the 

defined services. In contracting f^r A/E services this should be the primary 

objective —  not the'lowest price.

One of the many people who have encouraged a change in the Maryland system 

of procurement of A/E services is 0. S. Hiestand, a Maryland attorney and former 

general counsel to the federal government commission on federal procurement as 

well as a jvrnbti of the American Bar Association Coordinating Committee to develop 

a Model Procurement Code. That ABA Code did recommend selection procedure based 

on a '"■a],ifications method for design professional services. Mr. Hiestand has 

n?je many persuasive arguments in favor of reforming the Maryland system, and one

AMERICAN CITY & COUNTY
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in particular j l s  important to note.

He says, "A public procurement policy is most effective —  both in quality 

and cost —  when it utilizes the competitive forces of an existing marketplace.

This enables the State to achieve the maximum competition and pr lvides a yardstick 

to measure its costs. Adopting artificial market conditions reduces competition 

and the ability to make an objective assessment of reasonable costs. Public pro­

curement of A/E services is probably less than 5 percent of the total A/E services 

market. If 95 percent of A/E procurement does not utilize price in the initial 

selection, requiring priced proposals in public A/E procurement is clearly out of • 

step with tne normal marketplace for A/E services."

Most of the benefits of A/E services have to be measured against final con­

struction, maintenance, and operating costs of a facility or structure. Costs that 

are not clearly determined until after the A/E services have been completed.

Injecting price in an initial selection may lower the A/E fee sometimes, but it 

will also most likely iower the quality of the final product. Such price competition 

can inhibit the ability of the A/E to provide full cost si'.ving services due to 

inadequate compensation for innovative and thorough work. It may even C3>if>~ more 

talented A/E firms not to offer their services —  thus lowering the overall quality 

of A/E services available to the State or other public sectors.

Price competition has its place in public procurement, and when acquiring 

goods and commercial services is a fair method for assuring that the state Duyn 

what it wants at the lowest costs. However, price competition should not be injected, 

or relied upon, when it can adversely affect selection in situations where quality 

should be the controlling consideration initially. In the initial selection of an

AMERICAN CITY & COUNTY
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A/E project, quality should be the primary consideration for the taxpaying public. 

When that criterion is met, the state's interests are best served by utilizing the 

best qualified firm (for the type and complexity of the services needed) if the 

amount of compensation is fair and reasonable. This is sound public policy and 

one which I am working to see implemented in Maryland.

AMERICAN CITY & COUNTY
A r t ic le  on A/E Procurement P rocedu res
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Sec. 36.98.010. APPLICATION OF CHAPTER.
This chapter applies to contracts for professional services provided to 

a state agency unless
(1) the total amount of the contract does not exceed $25,000;
(2) the contract is an employment contract for services to be 

performed under direct supervision regardless of the existence of an 
employer-employee relationship and a written justification signed by the 
person responsible for awarding the contract is filed with the 

commissioner;
(3) the contract is awarded based on competitive bids 

obtained under the procedure provided in AS 37.05.230. HISTORY (Sec. 5 
ch 144 SLA 1982)

Sec. 36.98.020. PROFESSIONAL SERVICES CONTRACTORS REGISTER.
(a) The commissioner shall establish and maintain a professional 

services contractors register.
(b) A person or firm that desires to provide professional services 

to a state agency may submit to the commissioner a statement of 
qualifications and performance data, and any other information that the 
commissioner, by regulation, may require.

(c) The commissioner may at any time require the person or firm to 
revise the statement of qualifications and performance data or any other 
information submitted by the person or firm if the commissioner believes 
that the credentials or record of experience of the person have 
materially changed since the last filing by the person or firm.
HISTORY (Sec. 5 ch 144 SLA 1982)

Sec. 36.98.030. SOLICITATION OF PROPOSALS.
(a) When a state agency proposes to enter into a contract for 

professional services, the agency shall give public notice soliciting 
proposals for the professional services contract by publication at least 
three times in one or more newspapers in general circulation in the 
state and, when appropriate, in a ne\7spaper in local circulation where 
the work is to be performed. The first notice shall be published not 
less than 30 days before the date on which the agency expects to enter 
into the contract and each subsequent notice shall be published at 
intervals of no more than three days thereafter. The notice shall 

include
(1) a genera!, description of the proposed project for which 

the agency is seeking paofessional services; and
(2) the procedure by which a person or firm interested in the 

professional services coitract may make its proposal to the agency for 

consideration for the contract.
(b) In addition to complying with the publication requirements of

(a) of this section, when a state agency proposes to enter into a 

contract for professional servi.es it shall
(1) review the register of professional services contractors

maintained by the commissioner under AS 31.98.020; and
(2) provide a request for proposals for the proposed

professional services contract to each prospective contractor who, after 

review of the register of professional services contractors under (1)
of this subsection, the agency finds is qualified for consideration for 
the contract.



(c) A request for proposals must be extended to a sufficient 
number of prospective providers of the required services to assure that 
public interest in competition is adequately served. Proposals from at 
leasu six persons or firms with the required expertise shall be 

solicited for contracts equal to or greater than $100,000. Proposals 
from at least three persons or firms with the required expertise shall 
be solicited for contracts of less than $100,000 if the expertise 
required is available. If the expertise required is not available to 
enable an agency to solicit the number of proposals otherwise required 
under this subsection, the agency chall solicit proposals

(1) from each person or firm listed on the professional 
services contractors register maintained under AS 36.98.020 who appears 
to possess the required expertise;

(2) from each person or firm responding to the public notice 
given under (a) of this section who appears to possess the required 
expertise.

(d) The provisions of this section do not apply if
(1) the contracting agency demonstrates that there is a

single source of the expertise or knowledge required or that one person
or firm can clearly perform the required tasks more satisfactorily 
because of the person's or firm's prior work; however, this exemption 
applies only if the head of the state agency has submitted a written 
request to the commissioner that details the reasons for the exemption 
and the commissioner or deputy commissioner has authorized in writing 
the state agency to enter contract negotiations with the single source;

(2) the commissioner makes a written determination that 
public necessity will not permit delay incident to the procedures 
otherwise required by this chapter; or

(3) the service is to be provided by another state agency, a
federal agency, or a political subdivision of the state.

(e) A request for proposals must contain a description of the work 
to be performed under the contract and the terms under which the work is 
to be performed. A request for proposals must contain that information 
necessary for a prospective contractor to submit a response or contain 

references to any information that cannot reasonably be included with 
the request. The request for proposals must provide a description of 
the factors that will be considered by the state agency when it 
evaluates the proposals received.

(f) Nothing in this section limits the authority of an ;.?ency to 
use additional means that it may consider appropriate to notify 
prospective contractors that it proposes to enter into a contract for 

professional services.
HISTORY (Sec. 5 ch 144 SLA i982)

Sec. 36.98.035. STANDARD OVERHEAD RATE.
(a) If a state agency has established a standard overhead rate 

applicable to contracts for services from the state agency, the standard 
overhead rate shall be included in a proposal for a contract submitted 
under AS 36.98.030(a).

(b) As used in this section, "standard overhead rate" means a 
charge established for services from a state agency that is designed to 

compensate the state agency for administration and support services 
incidentally provided with the professional services. (AS 36.98.030(g), 
(h); sec. 5 ch 144 SLA 1982)



Sec. 36.98.040. EVALUATION OF PROPOSALS AND AWARD OF CONTRACT.
(a) After the responses are submitted, the state agency shall 

evaluate them. The evaluation shall consist of assigning point values 
to factors considered by the agency in evaluating each proposal. Each 
proposal received must be evaluated using the same factors as those set 

out in the request for proposal.
(b) The contract shall be executed by the contractor and the 

project director for the contracting agency and be approved by the head 
of the contracting agency or the designee of the head of the contracting 
agency. If a contract is made by a board or commission, execution of 
the contract on behalf of the board or commission shall be authorized by 
the board or commission.

(c) a contract subject to this chapter shall be submitted to the 
commissioner for review and approval and, if approved, is effective from 
the date of the approval. A state agency must clearly provide in the 
request for proposal that the state is not obligated to perform under 
the contract until the approval required by this subsection is granted.

(d) A contract award under this chapter shall contain:
(1) the amount of the contract stated on its first page;
(2) the date for the work to begin;
(3) the date by which the work must be completed;
(4) a description of the services to be performed under the 

contract; and
(5) a certificate by the project director fot the contracting 

agency, the head of the contracting agency, or his designee that 
sufficient funds are available in an appropriation to be encumbered for 

the amount of the contract.
HISTORY (Sec. 5 ch 144 SLA 1982)

Sec. 36.98.045. REVIEW AND APPROVAL BY DEPARTMENT OF LAW.
If a contract contains terms that are not provided in a state standard 
form contract or if the standard terms are deleted or modified by other 

terms that are not standard, the contract must be reviewed by the 
Department of Law and approved as to form. The review and approval 
required by this section must be completed before approval of the award 
of the contract by the commissioner under AS 36.98.040(c).
HISTORY (AS 36.98.040(e); sec. 5 ch 144 SLA 1982)

Sec. 36.98.050. CONTRACT ADMINISTRATION.
(a) When a state agency has entered into a professional services 

contract, that agency is responsible for the diligent administration and 

monitoring of the performance of the provisiors of the contract.
(b) When a professional services contract is completed, the 

contracting state agency shall evaluate the performance of the 
contractor under the contract and shall report on and evaluate the use 
of the final p-oduct of the contract. A copy of the report and 

evaluation prepared under this subsection shall he transmitted to the 
commissioner and shall be retained by the commissioner for as long as 
the commissioner is required '.o maintain copies of completed contracts. 

HISTORY (Sec. ch 144 SLA 1982)

Src. 36.98.060. FILING OF PROPOSAL AND CONTRACT.
L  copy of each contract and the response to the request for proposal 
upon which the contract was awarded must be filed with both the



commissioner and the contracting state agency and is open for public 
inspection. The request for proposal and the name and address of each 
person who submitted a response to it must also accompany the filed 
copies.
HISTORY (Sec. 5 ch 144 SLA 1982)

Sec. 36.98.070. REGULATIONS GOVERNING CONTRACT PROCEDURES.
The commissioner shall, by regulation adopted in accordance with the 
Administrative Frocedure Act 'AS 44.62), establish the manner and form 

by which state professional > rvices contracts shall be prepared and 
processed, including, but not limited to, a review process for persons 
aggrieved under this chapter.
HISTORY (Sec. 5 ch 144 SLA 1982)

Sec. 36.98.080. DEFINITIONS.

In this chapter
(1) "commissioner" means the commissioner of administration; 

except that for contracts entered into by the Department of 

Transportation and Public Facilities, "commissioner" means the 
commissioner of transportation and public facilities;

(2) "professional services" means professional, technical, or 
consultant's services that are predominantly intellectual in character 

and that
(A) include analysis, evaluation, prediction, planning, 

or recommendation; and
(B) result in the production of a report or the 

completion of a task;
(3) "public necessity" means an urgent public need that could 

not have been anticipated or foreseen; the term also includes emergency 
situations when work is necessary to protect life or property;

(4) "request for proposals" means a written solicitation for 
contract proposals by prospective contractors that sets out the nature 
of the services to be performed or product to be secured with sufficient 
information for a qualified prospective contractor to prepare a contract 
proposal for consideration and evaluation by the state agency;

(5) "state agency" means a department, institution, board, 
commission, division, authority, or other administrative unit of the 
executive branch of state government, and the University of Alaska. 

HISTORY (Sec. 5 ch 144 SLA 1982)
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u n t i l  s u c h  e a r l i e r  t i m e  a s  t h e  c u r r e n t  s e s s i o n  o f  t h e  A l a s k a  

l e g i s l a t u r e  e n a c t s  o r  r e j e c t s  l e g i s l a t i o n  t h a t  w o u l d  

i n s u l a t e  t h e  c o n d u c t  c h a l l e n g e d  h e r e i n  f r o m  a n t i t r u s t  

a t t a c k .

T h e  g r o u n d s  u p o n  w h i c h  t h i s  M o t i o n  i s  b a s e d ,  as 

s e t  o u t  i n  m o r e  d e t a i l  in t h e  a t t a c h e d  M e m o r a n d u m  o f  P o i n t s  

a n d  A u t h o r i t i e s ,  a r e  as f o l l o w s :

T h e  n e w  A t t o r n e y  G e n e r a l  o f  t h e  S t a t e  o f  A l a s k a  

h a s  d e t e r m i n e d  t h a t  t h e  m o s t  e f f i c i e n t  w a y  t o  r e s o l v e  t h i s  

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

d e f i n i t i v e l y  e s t a b l i s h  a " s t a t e  a c t i o n "  d e f e n s e  t o  t h e  

c o m p l a i n t  h e r e i n ,  p u r s u a n t  t o  t h e  p r i n c i p l e s  o f  P a r k e r  v. 

B r o w n ,  3 1 7  U. S.  3 41  (1943), a n d  s u b s e q u e n t  c a s e s .

A c c o r d i n g l y ,  s u c h  l e g i s l a t i o n  w i l l  b e  i n t r o d u c e d  in t h e  

s t a t e  l e g i s l a t u r e ,  o n  b e h a l f  o f  the B o a r d ,  in t h e  v e r y  n e a r  

f u t u r e .

S h o u l d  l e g i s l a t i o n  c o n c l u s i v e l y  e s t a b l i s h i n g  a 

s t a t e - a c t i o n  d e f e n s e  b e  e n a c t e d ,  l i t i g a t i o n  o f  t h i s  m a t t e r  

w i l l  b e  u n n e c e s s a r y .  T h u s ,  t h e  o r d e r  r e q u e s t e d  b y  t h e  B o a r d  

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

b y  t h e  p a r t i e s  a n d  t h e  C o u r t .  N o r  w o u l d  p r o c e e d i n g s  b e  

u n r e a s o n a b l y  d e l a y e d  in t h e  e v e n t  t h a t  t h e  l e g i s l a t u r e  d o e s  

n o t  e n a c t  t h e  p r o p o s e d  l e g i s l a t i o n ,  s i n c e  (a) t h e  s t a y  is 

f o r  a l i m i t e d  p e r i o d  of t i m e ,  a n d  (b) t h e  B o a r d  is p r e p a r e d
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t o  l i t i g a t e  t h e  c a s e  o n  a n  e x p e d i t e d  b a s i s  s h o u l d  t h e  

p r o p o s e d  l e g i s l a t i o n  n o t  b e  e n a c t e d .

R e s p e c t f u l l y  s u b m i t t e d ,  - .

D A T E D :
J a n u a r y  28, 1 9 8 3

R b b e r t  H .1 Doe]
A l a n  K. P a l m e r  
M O R R I S O N  & F O E R S T E R  
1 9 2 0  N  S t r e e t ,  N . W.  
W a s h i n g t o n ,  D. C.  2 0 0 3 6  
(202) 8 8 7 - 1 5 0 0

N o r m a n  C. G o r s u c h  
A t t o r n e y  G e n e r a l

B y :

O f  C o u n s e l :
B a r b a r a  A. R e e v e s  
M O R R I S O N  & F O E R S T E R  
60 1 W e s t  F i f t h  S t r e e t  

L o s  A n g e l e s ,  C a l i f o r n i a  

9 0 0 1 7
(213) 6 2 6 - 3 8 0 0

M a r k  E. A s h b u r n  

A s s i s t a n t  A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
1 0 3 1  W e s t  F o u r t h  A v e n u e  

S u i t e  20 0
A n c h o r a g e ,  A l a s k a  9 9 5 0 1  

(907) 2 7 6 - 3 5 5 0

C o u n s e l  f o r  D e f e n d a n t  
A l a s k a  B o a r d  of  R e g i s t r a t i o n  

f o r  A r c h i t e c t s ,  E n g i n e e r s ,  
a n d  L a n d  S u r v e y o r s
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R o b e r t  H. L o e f f l e r  
A l a n  K. P a l m e r  
M O R R I S O N  & F O E R S T E R  
1 9 2 0  N  S t r e e t , N . W .  
W a s h i n g t o n ,  D . C .  2 0 0 3 6  
(202) 8 3 7 - 1 5 0 0

W i l s o n  L. C o n d o n  
A t t o r n e y  G e n e r a l  
By: M a r k  E. A s h b u r n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  

1 0 3 1  W e s t  F o u r t h  A v e n u e  
S u i t e  2 0 0
A n c h o r a g e ,  A l a s k a  9 9 5 0 1  
(907) 2 7 6 - 3 5 5 0

C o u n s e l  f o r  D e f e n d a n t  

A l a s k a  B o a r d  o f  R e g i s t r a t i o n  
fo r A r c h i t e c t s ,  E n g i n e e r s ,  
a n d  L a n d  S u r v e y o r s

U N I T E D  S T A T E S  D I S T R I C T  C O U R T  

D I S T R I C T  O F  A L A S K A

U N I T E D  S T A T E S  O F  A M E R I C A ,

P l a i n t i f f ,

v.

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

•' S U R V E Y O R S ,

D e f e n d a n t .

C i v i l  No. A 8 2 - 4 2 3  C I V  

F i l e d :  1 0 / 1 2 / 8 2

A N S W E R  O F  D E F E N D A N T  A L A S K A  
B O A R D  O F  R E G I S T R A T I O N  F O R  

A R C H I T E C T S ,  E N G I N E E R S ,  A N D  
L A N D  S U R V E Y O R S

F o r  a n s w e r  t o  t h e  c o m p l a i n t  f i l e d  b y  t h e  U n i t e d  

S t a t e s ,  d e f e n d a n t  A l a s k a  B o a r d  o f  R e g i s t r a t i o n  f o r  

A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s  ("the B o a r d " )  

r e s p o n d s  a s  f o l l o w s :

I. J U R I S D I C T I O N  A N D  V E N U E

1. A n s w e r i n g  p a r a g r a p h  1 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

a d m i t s  t h a t  t h e  c o m p l a i n t  is f i l e d  u n d e r  15 U . S . C .  § 4.
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E x c e p t  as e x p r e s s l y  a d m i t t e d ,  t h e  B o a r d  d e n i e s  e a c h  a n d  

e v e r y  a l l e g a t i o n  o f  t h a t  p a r a g r a p h .

2. A n s w e r i n g  p a r a g r a p h  2 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

a d m i t s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

II. D E F E N D A N T

3. A n s w e r i n g  p a r a g r a p h  3 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

a d m i t s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

I I I.  C O - C O N S P I R A T O R S

4. A n s w e r i n g  p a r a g r a p h  4 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

d e n i e s  th e a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

IV. T R A D E  A N D  C O M M E R C E

5. A n s w e r i n g  p a r a g r a p h  5 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

a d m i t s  t h e  a l l e g a t i o n s  o f  t h e  f i r s t  t h r e e  s e n t e n c e s  o f  t h a t  

p a r a g r a p h ,  e x c e p t  t h a t  i t d e n i e s  t h a t  t h e r e  a r e  

a p p r o x i m a t e l y  2 1 0 0  a r c h i t e c t s ,  p r o f e s s i o n a l  e n g i n e e r s ,  a n d  

l a n d  s u r v e y o r s  l i c e n s e d  t o  p r a c t i c e  in  A l a s k a .  T h e  B o a r d  is 

i n f o r m e d  a n d  b e l i e v e s  t h a t  t h e r e  a r e  a p p r o x i m a t e l y  3 2 0 0  

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

l i c e n s e d  t o  p r a c t i c e  in A l a s k a .  T h e  B o a r d  l a c k s  k n o w l e d g e  

o r  i n f o r m a t i o n  s u f f i c i e n t  t o  f o r m  a b e l i e f  as  t o  t h e
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1 a l l e g a t i o n s  o f  t h e  l a s t  s e n t e n c e  o f  p a r a g r a p h  5 o f  t h e

2 c o m p l a i n t ,  a n d  o n  t h a t  b a s i s  d e n i e s  t h o s e  a l l e g a t i o n s .

3

4 6. A n s w e r i n g  p a r a g r a p h  6 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

5 a d m i t s  t he a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

6

7 7. A n s w e r i n g  p a r a g r a p h  7 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

S a d m i t s  th e a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

9

1 0  S. A n s w e r i n g  p a r a g r a p h  8 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

11 a d m i t s  the  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

1 2

1 3  9. A n s w e r i n g  p a r a g r a p h  9 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

14  a d m i t s  the  a l l e g a t i o n s  o f  t h e  f i r s t  t w o  s e n t e n c e s  a n d  d e n i e s

1 5  the  r e m a i n d e r  o f  t h a t  p a r a g r a p h .

1 6

17  10. A n s w e r i n g  p a r a g r a p h  10 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

1 8  a d m i t s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

1 9

2 0  11. A n s w e r i n g  p a r a g r a p h  11 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

21  a d m i t s  th e a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

2 2

2 3  12. A n s w e r i n g  p a r a g r a p h  12 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

24 a d m i t s  the a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

2 5

26  13. A n s w e r i n g  p a r a g r a p h  13 o f  t h e  c o m p l a i n t ,  t h e  B o a r d

27 a d m i t s  the a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

28
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1 14. A n s w e r i n g  p a r a g r a p h  14 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

a d m i t s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

15. A n s w e r i n g  p a r a g r a p h  15 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

a d m i t s  t h a t  t h e  a c t i v i t i e s  o f  t h e  B o a r d ' s  c e r t i f i c a t e  o f  

r e g i s t r a t i o n  h o l d e r s  a r e  w i t h i n  t h e  f l o w  o f  i n t e r s t a t e  

c o m m e r c e  and h a v e  a s u b s t a n t i a l  e f f e c t  o n  i n t e r s t a t e  

c o m m e r c e  an d  t h a t  t h e  a c t i v i t i e s  o f  t h e  B o a r d  h a v e  a 

s u b s t a n t i a l  e f f e c t  o n  i n t e r s t a t e  c o m m e r c e .  E x c e p t  as 

e x p r e s s l y  a d m i t t e d ,  t h e  B o a r d  d e n i e s  t h e  a l l e g a t i o n s  o f  t h a t  

p a r a g r a p h .

V. V I O L A T I O N  A L L E G E D

16. A n s w e r i n g  p a r a g r a p h  16 o f  t ’̂e c o m p l a i n t ,  t h e  B o a r d  

d e n i e s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

17. A n s w e r i n g  p a r a g r a p h  17 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

d e n i e s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

18. A n s w e r i n g  p a r a g r a p h  18 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

d e n i e s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .

V I. E F F E C T S

19. A n s w e r i n g  p a r a g r a p h  19 o f  t h e  c o m p l a i n t ,  t h e  B o a r d  

d e n i e s  t h e  a l l e g a t i o n s  o f  t h a t  p a r a g r a p h .
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T h e  c o m p l a i n t  f a i l s  t o  s t a t e  a c l a i m  a g a i n s t  t h e  

B e a r d  u p o n  w h i c h  r e l i e f  c a n  b e  g r a n t e d .

S E C O N D  D E F E N S E

T h e  c o m p l a i n t  is b a r r e d  b y  t h e  " s t a t e  a c t i o n "  

d o c t r i n e  o f  P a r k e r  v. B r o w n , 317 U . S .  341 (19 43 ),  a n d  

s u b s e q u e n t  c a s e s .

T H I R D  D E F E N S E

T h e  c o m p l a i n t  is b a r r e d  b e c a u s e  t h e  B o a r d ,  as  a 

g o v e r n m e n t a l  a g e n c y  of  t h e  S t a t e  o f  A l a s k a ,  m a y  n o t  b e  s u e d  

u n d e r  t h e  S h e r m a n  Act.

F O U R T H  D E F E N S E

T h e  c o m p l a i n t  is b a r r e d  b y  t h e  T e n t h  A m e n d m e n t  to 

t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n  a n d  b y  t h e  d o c t r i n e  o f  

N a t i o n a l  L e a g u e  o f  C i t i e s  v . U s e r v , 42 6 U.S . 83 3 (197 6).

D I S P O S I T I O N

F IR S T  DEFENSE

f o l l o w s :

W H E R E F O R E ,  t h e  B o a r d  p r a y s  f o r  j u d g m e n t  as

1. T h a t  t h e  c o m p l a i n t  b e  d i s m i s s e d ;
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2. T h a t  t h e  r e l i e f  s o u g h t  b y  t h e  c o m p l a i n t  b e  

d e n i e d ;  a n d

3. T h a t  t h e  C o u r t  g r a n t  t h e  B o a r d  s u c h  r e l i e f  as 

t h e  C o u r t  s h a l l  d e e m  j u s t  a n d  p r o p e r .

R e s p e c t f u l l y  s u b m i t t e d ,

D a t e d :  N o v e m b e r  22, 1 9 8 2  __________________________________

R o b e r t  H. L o e f f l e r  
A l a n  K. P a l m e r  
M O R R I S O N  & F O E R S T E R  

- • 1 9 2 0  N  S t r e e t ,  N . W .
W a s h i n g t o n ,  D . C .  2 0 0 3 6  
(202) 8 8 7 - 1 5 0 0

O f  C o u n s e l :
B a r b a r a  A. R e e v e s  
M O R R I S O N  & F O E R S T E R  
6C1 W e s t  F i f t h  S t r e e t  
L o s  A n g e l e s ,  C a l i f o r n i a  
(213) 6 2 6 - 3 8 0 0

B y :

9 0 0 1 7

W i l s o n  L. C o n d o n  

A t t o r n e y  G e n e r a l

M a r k  E. A s h b u r n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
1 0 31  W e s t  F o u r t h  A v e n u e  
S u i t e  200

A n c h o r a g e ,  A l a s k a  9 9 5 0 1  
(907) 2 7 6 - 3 5 5 0

C o u n s e l  f o r  D e f e n d a n t  
A l a s k a  B o a r d  o f  R e g i s t r a t i o n  

f o r  A r c h i t e c t s ,  E n g i n e e r s ,  
a n d  L a n d  S u r v e y o r s
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UN ITED  STATES OF AMERICA H i .  I / V - / I W I  W * .  i  V _ l  U -  * _ /  J .  U -  W  L  .  *  x

A R C H I T E C T S ' )  E N G I N E E R S  5 ~ I A N D  'S U R V

ALASKA HOARD OF REG ISTRATION  FOR

T H E  H O N O R A B L E  J A M E S  A. V O N  D E R  H E Y D T C A S E  NO.' 'A82-.423 C

D e p u t y  C l e r k R c p o r  tci

J i m  M e y e r s  

x x  C o l i c o n  C a n n o n
I da  K o m a c k

A P P E A R A N C E S : P L A I N T I F F :

D E F E N D A N T :

P R O C E E D I N G S : M I N U T E  O R D E R  F R O M  C H A M B E R S :

O r a l  a r g u m e n t  o n  d e f e n d a n t ' s  m o t i o n  t o  s t a y  p r o c e e d i n g s  is 

d e n i e d  in o r d e r  t o  e x p e d i t e  t h e  b u s i n e s s  o f  t h e  c o u r t .  S e e  L o c a l  

R u l e  5 ( c ) ( 1 ) .  D e f e n d a n t ' s  m o t i o n  t o  s t a y  p r o c e e d i n g s  ( D o c k e t  #10) 

is g r a n t e d .  A l l  p r o c e e d i n g s  i n  t h i s  c a s e  a r c  s t a y e d  u n t i l  M a y  31, 

1 9 8 3 ,  or u n t i l  s u c h  e a r l i e r  t i m e  a s  t h e  c u r r e n t  s e s s i o n  o f  t h e  

A l a s k a  L e g i s l a t u r e  e n a c t s  o r  r e j e c t s  l e g i s l a t i o n  t h a t  w o u l d  i n s u l a t e  

t h e  c o n d u c t  c h a l l e n g e d  f r o m  a n t i - t r u s t  a t t a c k .

P l a i n t i f f ' s  m o t i o n s  t o  c o m p e l  d i s c o v e r y  ( D o c k e t  #12) a n d  f o r  

s t a t u s  c o n f e r e n c e  ( D o c k e t  #13) a r e  d e n i e d  w i t h o u t  p r e j u d i c e .

cc: U. S. A t t o r n e y

M a r k  E. A s h b u r n  & 

^ . ^ L o u i s e  E. Ma

A!

D A T E D  ' F e b r u a r y  24, 1 9 8 3 I N I T I A L S :

D e p u t y  C l e r k
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N O R M A N  C. G O R S U C H  
A T T O R N E Y  G E N E R A L

P e t e r  B. F r o e h l i c h  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
D e p a r t m e n t  o f  L a w  
P o u c h  K  - S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 1 1  
A t t o r n e y  for D e f e n d a n t s

T e l e p h o n e :  9 0 7 - 4 6 5 - 3 6 0 0

IN T H E  U N I T E D  S T A T E S  D I S T R I C T  C O U R T  

F O R  T H E  D I S T R I C T  O F  A L A S K A  

U N I T E D  S T A T E S  OF A M E R I C A ,

P l a i n t i f f ,

v.

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

D e f e n d a n t s .

C i v i l  No. A 8 2 - 4 2 3  CIV.

S U B S T I T U T I O N  O F  C O U N S E L

P L E A S E  T A K E  N O T I C E  that u n d e r  G e n e r a l  R u l e  3 ( F ) ( 3 )  of 

the R u l e s  of the U.S. D i s t r i c t  C o u r t  f o r  the D i s t r i c t  o f  A l a s k a ,  

P e t e r  B. F r o e h l i c h ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  D e p a r t m e n t  of 

Law, P o u c h  K, C a p i t o l  B u i l d i n g ,  J u n e a u ,  A l a s k a ,  9 9 8 1 1 ,  p h o n e :  

(907) 4 6 5 - 3 6 0 0 ,  h e r e b y  e n t e r s  h i s  s u b s t i t u t i o n  for A l a n  K.

P a l m e r  and R o b e r t  H. L o e f f l e r  of M o r r i s o n  & F o e r s t e r  as c o u n s e l  

of r e c o r d  in the a b o v e - c a p t i o n e d  m a t t e r  on  b e h a l f  of d e f e n d a n t ,  

A l a s k a  B o a r d  of R e g i s t r a t i o n  for A r c h i t e c t s ,  E n g i n e e r s  a n d  L a n d

I I I I

-  1 -
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S u r v e y o r s .

C o p i e s  o f  all n o t i c e s ,  m o t i o n s  a n d  p l e a d i n g s  s h o u l d  be 

sent to the a d d r e s s  r e f e r e n c e d .

DATED: F e b r u a r y  18, 19 8 3  at J u n e a u ,  A l a s k a .

O R D E R

It is so ord e r e d .

D A T E D :

N O R M A N  C. G O R S U C H  
A T T O R N E Y

A s s i s t a n t  A t t o r n e y  G e n e r a l

J a m e s  A. v o n  d e r  H e y d t  
C h i e f  U.S. D i s t r i c t  J u d g e



2

3 I h e r e b y  c e r t i f y  t h a t  o n  t h i s  2 8 t h  d a y  o f  J a n u a r y

4 1 9 8 3 ,  c o p i e s  o f  (1) t h e  M o t i o n  t o  S t a y  P r o c e e d i n g s  o f

3 d e f e n d a n t  A l a s k a  B o a r d  o f  R e g i s t r a t i o n  f o r  A r c h i t e c t s ,

g P r o f e s s i o n a l  E n g i n e e r s ,  a n d  L a n d  S u r v e y o r s ,  (2) d e f e n d a n t ' s

7 M e m o r a n d u m  o f  P o i n t s  a n d  A u t h o r i t i e s  in s u p p o r t  t h e r e o f ,  a n d

8 (3) d e f e n d a n t ' s  p r o p o s e d  o r d e r  w e r e  m a i l e d ,  p o s t a g e  p r e p a i d ,

g to  c o u n s e l  o f  r e c o r d  l i s t e d  o n  t h e  a t t a c h e d  s e r v i c e  l i s t .

10 

11 

1 2

■]_ CERT IF ICA TE  OF SERV ICE

13 M O R R I S O N  & F O E R S T E R
1 9 20  N  S t r e e t ,  N. W.

14 W a s h i n g t o n ,  D.C. 2 0 0 3 6
(202) ' 8 8 7 - 1 5 0 0

15
C o u n s e l  f o r  D e f e n d a n t

16 A l a s k a  B o a r d  o f  R e g i s t r a t i o n
f o r  A r c h i t e c t s ,  E n g i n e e r s ,

1 7  a n d  L a n d  S u r v e y o r s

18

19

2 0  

2 1  

2 2

23

2 4

2 5

2 6

2 7

2 8



S E R V I C E  L I S T

W i l l i a m  F. B a x t e r  

A s s i s t a n t  A t t o r n e y  G e n e r a l  
U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  an a  P e n n s y l v a n i a  A v e n u e ,  N . W .  
W a s h i n g t o n ,  D . C .  2 0 5 3 0

E d w a r d  D. E l i a s b e r g ,  Jr.

R o o m  7 2 3 0

U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  an d  P e n n s y l v a n i a  A v e n u e ,  N . W .  
W a s h i n g t o n ,  D . C .  2 0 5 3 0

M i c h a e l  R. S p a a n  

U n i t e d  S t a t e s  A t t o r n e y  
D i s t r i c t  ^ f  A l a s k a  
C 2 5 2  F.^.^ral B u i l d i n g  
U n i t e d  S t a t e r  C o u r t h o u s e  
B o x  9
701 C  S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 1 3
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U N I T E D  a T A T E S  O F  rMN.’R I C A ,
i

P l a i n t  i f i ,

i
v .

. ALA.SEA S O A R D  O F  R E G j.STRATI0.< 

• F O R  A R C H I T E C T S ,  P R O F E S S I O N A L  
E N G I N E E R S ,  A N D  L A N D  

S U R V E Y O R S ,
D e f e n d a n t .

C i v i l  No. A 8 2 - 4 2 3  C I V

O R D E R  D E N Y I N G  D E F E N D A N T ' S  
M O T I O N  T O  S T A Y  P R O C E E D I N G S

U p o n  c o n s i d e r a t i o n  of D e f e n d a n t ' s  M o t i o n  to  s t a y  P r o c e e u i n u s  

; a n d  P l a i n t i f f ' s  M e n o r  a n u u n  In O p p o s i t i o n  t h e r e t o ,  it is O R D E R E D :  

T n a c  D e f e n d a n t ' s  M o t i o n  is D E N I  E D .

D o t e d  t n i s  ______________  u a y  o f ___________________ , 1 9 83.

J a n e s  A. v on  der H e y a t  

C h i e f  U n i t e d  S t a t e s  D i s t r i c t  J u d g e

m  O B O -183  
1-76 U O J
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1 ,  Ma r  k - I . D a v i s ,  a t t o r n e y  f o r  P l a i n t i f f  U n i  t e a  S t a t e s '

■or A i . i e r i c a ,  h e r e o y  c e r t i f y  t h a t  a c o p y  o f  t n e  a t t a c n e a  P l a i n -
i
■ t i r f ' s  M e u o r a i i u u m  I n  O p p o s i t i o n  T o  D e f e n u a n c 1 s  M o t i o n  T o  S t  \y 

P r o c e e d i n g s  : , a s  o e e n  u e r v e u  t h i s  1 4 t h  J a y  o f  F e o r u a r y ,  i y b 3  b y  

i h u i . a  u p o n  R o o e r t  H .  L o e f f  l e r  , Z s q j i r e ,  a t t o r n e y  f o r  D e f e u u a n t ,  

1 9 1 0  S t r e e t ,  J . w .  W a s h i n g t o n ,  D . C .  2 u u 3 G .

M A R K  i\. D A V I S  
A t t o r n e y ,  U n i t e d  state.;

D e p a r t m e n t  of J u s t i c e  

lOtr. a C o n s t i t u t i o n  A v e . ,  N . W .  
W a s h i n g t o n ,  D. C.  21)53U 

T e l e o n o n e : (202) 0 3 3 - 2 3 3 G
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M i c h a e l  R. S p a a n  
'J. S. A t t o r n e y
F e d e r a l  B u i l d i n g  a n d  U n i t e d  S t a t e s  C o u r t h o u s e  

R O o m  C - 2 5 2 ,  M a i l  B o x  9 
7 0 1  C S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 1 3

E d w a r d  D. E l i a s b e r g ,  J r .
M a r k  R. D a v i s  
C a r o l y n  L. D a v i s

U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  St P e n n s y l v a n i a  A v e . ,  N. W.

V J a s h i n g t on ,  D. C. 2 0 5 3 0  
T e l e p h o n e :  (202) 6 3 3 - 2 5 8 2
A t t o r n e y s  for P l a i n t i f f

D e f e n d a n t .  )

P u r s u a n t  t o  L o c a l  R u l e  5 ( C ) ( 1 )  o f  t h e  D i s t r i c t  o f  A l a s k a ,

P l a i n t i f f  U n i t e d  S t a t e s  o f  A m e r i c a  m o v e s  fo r  o r a l  a r g u m e n t  o n  

D e f e n d a n t ' s  M o t i o n  to  S t a y  P r o c e e d i n g s .  P l a i n t i f f  U n i t e d  S t a t e s  

f u r t h e r  m o v e s  for a s t a t u s  c o n f e r e n c e  p u r s u a n t  t o  L o c a l  R u l e  9(b)  of  

t h e  D i s t r i c t  o f  A l a s k a .  P l a i n t i f f  w o u l d  s u g g e s t  t h a t ,  in o r d e r  t o

U N I T E D  S T A T E S  D I S T R I C T  C O U R T  
D I S T R I C T  O F  A L A S K A

U N I T E D  S T A T E S  O F  A M E R I C A

P l a i n t i  f f , C i v i l  No. A 8 2 - 4 2 3  C I V

v P L A I N T I F F ' S  M O T I O N  F O R  O P A L  
A R G U M E N T  O N  D E F E N D A N T ' S

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

A N D  L A N D  S U R V E Y O R S ,

M O T I O N  T O  S T A Y  P R O C E E D I N G S  
A N D ^ P L A I N T I F F 'S M O T I O N  F O R

S T A T U S  C O N F E R E N C E

m i n i m i z e  t r a v e l  e x p e n s e  f o r  o u t - o f - s t a t e  c o u n s e l ,  t h i s  c o n f e r e n c e  b e
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h e 13 t h e  d a y  b e f o r e  or o n  t h e  d a t e  o r a l  a r g u m e n t  is c o n s i d e r e d  o n  

D e f e n d a n t ' s  M o t i o n  to S t a y  P r o c e e d i n g s  a n d  P l a i n t i f f ' s  M o t i o n  Fo r  

O r d e r  C o m p e l l i n g  D i s c o v e r y .

D a t e d :  F e b r u a r y  14, 1983

R e s p e c t f u l l y  s u b m i t t e d ,

E D W A R D  d . e l i a s b e r g , j r

C A R O L Y N  L'. D A V I S

A t t o r n e y s ,  U n i t e d  S t a t e s  
D e p a r t m e n t  of J u s t i c e  

1 0 t h  & P e n n s y l v a n i a  A v e ,  N W  
W a s h i n g t o n ,  D . C .  2 0 5 3 0  

T e l e p h o n e :  (202) 6 3 3 - 2 5 8 2
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C E R T I F I C A T E  OF  S E R V I C E

I, C a r o l y n  L. D a v i s ,  a t t o r n e y  f or  P l a i n t i f f  U n i t e d  S t a t e s  

o f  A m e r i c a ,  h e r e b y  c e r t i f y  t h a t  a c o p y  o f  t h e  a t t a c h e d  P l a i n ­

t i f f ’s M o t i o n  F o r  O r a l  A r g u m e n t  o n  D e f e n d a n t ' s  M o t i o n  to  S t a y  

P r o c e e d i n g s  a n d  P l a i n t i f f ' s  M o t i o n  f o r  a S t a t u s  C o n f e r e n c e  h a s  

b e e n  s e r v e d  t h i s  14t*n d a y  o f  F e b r u a r y ,  1 9 8 3 ,  b y  h a n d  u p o n  

R o b e r t  H. L o e f f l e r ,  E s q u i r e ,  a t t o r n e y  f o r  D e f e n d a n t ,  1 9 2 0  N  

S t r e e t ,  NW, W a s h i n g t o n ,  D . C .  2 0 0 3 6 .

L J M r t t A »c
C A R O L Y N  L ?  D A V I S  
A t t o r n e y ,  U n i t e d  S t a t e s  

D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  a P e n n s y l v a n i a  A v e ., N W  

W a s h i n g t o n ,  D . C .  2 0 5 3 0  
T e l e p h o n e :  (2 02) 6 3 3 - 2 8 3 6
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M i c h a e l  R. Spa an  

U. S. A t t o r n e y
F e d e r a l  B u i l d i n g  a n d  U n i t e d  S t a t e s  C o u r t h o u s e  
R o o m  C - 2 5 2 ,  M a i l  B o x  9 

701 C S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 1 3

E d w a r d  D. E l i a s b e r g ,  Jr.

M a r k  R. D a v i s  

C a r o l y n  L . D a v i s
U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  U P e n n s y l v a n i a  A v e . ,  H. W. 

W a s h i n g t o n ,  D. C. 2 0 5 3 0  
T e l e p h o n e :  (202) 6 3 3 - 2 5 8 2
A t t o r n e y s  for P l a i n t i f f

U N I T E D  S T A T E S  D I S T R I C T  C O U R 1: 

D i S T R I C T  O F  A L A S K A

U N I T E D  S T A T E S  O F  A M E R I C A ,

P l a i n t i f f ,

v.

A L A S K A  3 0 A R D  OF R E G I S T R A T I O N  
F O R  A R C H I T E C T S ,  E N G I N E E R S ,  
A N D  L A N D  S U R V E Y O R S ,

C i v i l  N o .  A S 2 - 4 2 3  C I V .

P L A I N T I F F ’S M O T I O N  F O R  
O R D E R  C O M P  E LJi.J I N C  
D I S C O V E R Y

De f e n d a n t .

P u r s u a n t  to R u l e  3 7 ( a )  o f  t h e  F e d e r a l  R u l e s  of Civil. 

P r o c e d u r e ,  P l a i n t i f f  U n i t e d  S t a t e s  o f  A m e r i c a  m o v e s  for an 

o r d e r  c o m p e l l i n g  D e f e n d a n t  t o  a n s w e r  P l a i n t i f f ' s  I n t e r r o g­

a t o r i e s  a n d  to r e s p o n d  to P l a i n t i f f ' s  D o c u m e n t  R e q u e s t



1 ■ w i r . : i i n  1 5  J a y s  o r  t h e  h i e  o f  t h e  C o u r t ' s  o r d e r .
*1

2 .1 T h e  g r o u n d s  u p o n  «hr.ich t h i s  n o t i o n  is b a s e d  a r e  s e t  f o r t h

i|
3 i in t h e  a t t a c h e d  M e m o r a n d u m  In S u p p o r t .

if
4 ; R e s p e c t f u l l y  s u b m i t t e d ,

I

5 ' D a t e d :  F e b r u a r y  14, 193.3

II
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CAROLYN* ’IS

A t t o r n e y s ,  U n i t e d  S t a t e s  
D e p a r t m e n t  of  J u s t i c e  

lOt'n & C o n s t i t u t i o n  A v e . ,  N . W .  

W a s h i n g t o n ,  D . C .  2 0 5 3 0  
T e l e p h o n e  - ( 2 0 2 ) 6 3 3 - 2 5 8 2
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F o rm  O B D 1 8 3  
12-8-76 DOJ
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! M i c h a e l  R. S p a a n  
7.1. S. A t t o r n e y
F e d e r a l  B u i l d i n g  a n d  U n i c e d  S t a t e s  C o u r t h o u s e  

R o o m  C - 2 5 2 , M a i l  B o x  9 
7 0 1  C S t r e e t  

A n c h o r a g e ,  A l a s k a  9 9 5 1 3

4

5 

5

7

8

E d w a r d  D. E l i a s b e r g ,  Jr.
M a r k  R. D a v i s  
C a r o l y n  L. D a v i s
U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  u  P e n n s y l v a n i a  A v e . ,  N . W. 
W a s h i n g t o n ,  D. C. 2 0 5 3 0  

T e l e p h o n e :  (20 2 )  6 3 3 - 2 5 8 2  
A t t o r n e y s  f o r  P l a i n t i f f

3

10
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S e c t i o n  1 o f  t h e  S h e r m a n  Ac t b a s e d  o n  t h e  D e f e n d a n t ' s  a d o p t i o n  

of  a c o m p l e t e  b a n  a g a i n s t  its m e m b e r s  or l i c e n s e e s  o f f e r i n g  

c o m p e t i t i v e  b i d s .  T h e  U n i t e d  S t a t e s  a l l e g e s  t h a t  t h i s  

p r o h i b i t i o n  o n  p r i c e  c o m p e t i t i o n  r e s t r a i n s  t r a d e .

A f t e r  s e r v i c e  o f  t h e  C o m p l a i n t ,  t h e  U n i t e d  S t a t e s  w a s  

c o n t a c t e d  b y  r e p r e s e n t a t i v e s  of t h e n  A l a s k a  A t t o r n e y  G e n e r a l  

W i l l i a m  C o n d o n .  T h e  G o v e r n m e n t  w a s  i n f o r m e d  t h a t  t h e  A l a s k a  

A t t o r n e y  G e n e r a l  h a d  d e c i d e d  n o t  to d e f e n d  d e f e n d a n t  A l a s k a  

B o a r d  of  R e g i s t r a t i o n  for A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  

S u r v e y o r s  ( h e r e i n a f t e r  c i t e d  as " B o a r d " ) ,  b u t  w o u l d  a u t h o r i z e  

t h e  B o a r d  to  r e t a i n  o u t s i d e  c o u n s e l .  T o  a c c o m m o d a t e  ;his 

c h a n g e  in r e p r e s e n t a t i o n ,  the  U n i t e d  S t a t e s  c o n s e n t e d  t o a 

t w e n t y  d a y  e x t e n s i o n  o f  t i m e  to a n s w e r  t h e  C o m p l a i n t .

D e f e n d a n t ' s  A n s w e r  w as f i l e d  o n  N o v e m b e r  22, 1 9 6 2  a f t e r  

n e w  c o u n s e l  w a s  r e t a i n e d .  O n  N o v e m b e r  24, 1 9 8 2  c o u n s e l  for 

P l a i n t i f f  a n d  D e f e n d a n t  me t to  d i s c u s s  w h e t h e r  t h e  c a s e  c o u l d  

b e  h a n d l e d  o n  a s t i p u l a t e d  r e c o r d  or a n  e x p e d i t e d  b a s i s  a n d  

a d v i s e d  the  C o u r t  t h e y  w o u l d  s e e k  to e x c h a n g e  s t i p u l a t i o n s  for 

t h e  p u r p o s e  o f  l i m i t i n g  the f a c t s  in d i s p u t e .  E a c h  p r o m i s e d  to 

e x c h a n g e  i i i t i a l  p r o p o s e d  s t i p u l a t i o n s  of  f a c t  b y  D e c e m b e r  17, 

1 9 8 2 .  T h e  U n i t e d  S t a t e s  f u r t h e r  i n f o r m e d  D e f e n d a n t  t h a t  it 

i n t e n d e d  to f i l e  d i s c o v e r y  r e q u e s t s  u n d e r  R u l e s  33 a n d  34 of  

t h e  F e d e r a l  R u l e s  of  C i v i l  P r o c e d u r e .

T h e  G o v e r n m e n t  s e r v e d  a D o c u m e n t  R e q u e s t  a n d  s i x t e e n  

I n t e r r o g a t o r i e s  o n  D e f e n d a n t  on  D e c e m b e r  13, 1 9 82 . A s  a g r e e d  

u p o n  b e t w e e n  c o u n s e l ,  th e  U n i t e d  S t a t e s  f i l e d  its p r o p o s e d  

S t i p u l a t i o n s  o f  F a c t  o n  D e c e m b e r  17, 1 9 8 2 .
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In r e s p o n s e ,  D e f e n d a n t  d i d  n o t  f i l e  a n y  p r o p o s e d  

s t i p u l a t i o n s  o f  fact o n  P l a i n t i f f ,  n o r  d i d  t h e  B o a r d  o f f e r  a n y  

c o m m e n t  o n  t h e  G o v e r n m e n t ' s  p r o p o s e d  s t i p u l a t i o n s .  O n  

J a n u a r y  6, 1 9 8 3 ,  h o w e v e r ,  t h e  D e f e n d a n t  c o n t a c t e d  P l a i n t i f f  to 

r e q u e s t  a n  e x t e n s i o n  o f  t i m e  t o  a n s w e r  d i s c o v e r y  w h i c h  w a s  d u e  

J a n u a r y  13. T h e  U n i t e d  S t a t e s  a g r e e d  t o  e x t e n d  t h e  t i m e  to 

a n s w e r  d i s c o v e r y  to J a n u a r y  31,, 1 9 8 3  b e c a u s e  of a c h a n g e  in 

a d m i n i s t r a t i o n  i n  the S t a t e  o f  A l a s k a  g o v e r n m e n t .

D e s p i t e  t h i s  e x t e n s i o n  a n d  s e v e r a l  c o n v e r s a t i o n s  w i t h  

c o u n s e l  a i m e d  a t  s e c u r i n g  a r e s p o n s e  to  d i s c o v e r y  as  r e q u i r e d  

u n d e r  L o c a l  R u l e  5 of t h e  D i s t r i c t  of A l a s k a ,  D e f e n d a n t  h a s  

f a i l e d  c o m p l e t e l y  to a n s w e r  or r e s p o n d  to the g o v e r n m e n t ' s  

l i m i t e d  d i s c o v e r y  r e q u e s t s .  D e f e n d a n t ' s  p o s i t i o n  is t h a t  its  

r e a s o n s  for r e f u s i n g  t o  a n s w e r  d i s c o v e r y  a r e  s e t  f o r t h  in its  

M e m o r a n d u m  o f  P o i n t s  a n d  A u t h o r i t i e s  I n  S u p p o r t  o f  D e f e n d a n t ' s  

M o t i o n  T o S t a y  P r o c e e d i n g s  ( h e r e i n a f t e r  c i t e d  as " D e f e n d a n t ' s  

M e m o r a n d u m  In S u p p o r t " ) .  S e e  A t t a c h m e n t  A, A f f i d a v i t  o f  M a r k  

R. D a v i s .

A R G U M E N T

T h e  U n i t e d  S t a t e s  o f  A m e r i c a ,  p l a i n t i f f  i n  t h i s  a c t i o n ,  

b r i n g s  t h i s  m o t i o n  t o  c o m p e l  t h e  d e f e n d a n t  t o  r e s p o n d  t o  

p l a i n t i f f ' s  i n t e r r o g a t o r i e s  a n d  r e q u e s t  f o r  d o c u m e n t s .  

P l a i n t i f f ' s  d i s c o v e r y  w a s  s e r v e d  o n  D e c e m b e r  13, 1 9 8 2 .  

D e f e n d a n t  w a s  g i v e n  a n  e x t e n s i o n  o f  t i m e  t o  r e s p o n d  a n d  is n o w  

in d e f a u l t  o n  i t s  o b l i g a t i o n  t o  r e s p o n d  o n  J a n u a r y  30, 1 9 8 3 .
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5-18

P e r m i t t i n g  f o r  t h e  d e l a y  in m a k i n g  s u c h  r e s p o n s e  w o u l d  b e  

i n e q u i t a b l e  a n d  w i l l  s e r i o u s l y  i m p a i r  t r i a l  p r e p a r a t i o n  i n  t h i s  

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

r e l e v a n t  t o  t h e  i s s u e s  i n  t h i s  l a w s u i t .  P l a i n t i f f  s e e k s  a c c e s s  

to  t h e  m i n u t e s  o f  t h e  B o a r d  a n d  t o  d o c u m e n t s  i n  i t s  p o s s e s s i o n  

r e l a t i n g  t o  t h e  B o a r d ' s  c o m p e t i t i v e  b i d d i n g  b a n ,  i t s  

e n f o r c e m e n t  a n d  i t s  i m p a c t .  P l a i n t i f f ' s  i n t e r r o g a t o r i e s  s e e k  

D e f e n d a n t ' s  b a s i c  c o n t e n t i o n s  w i t h  r e s p e c t  t o  i t s  c o m p e t i t i v e  

b i d d i n g  b a n .

D e f e n d a n t  d o e s  n o t  e v e n  c l a i m  t h a t  i t  w o u l d  b e  b u r d e n s o m e  

f o r  it t o  r e s p o n d  t o  t h e s e  r e q u e s t s  w h i c h  i t  h a s  h a d  f o r  t w o  

m o n t h s .  S e e  D e f e n d a n t ' s  M e m o r a n d u m  I n  S u p p o r t  a t  5 - 7 .  A n d  o n  

t h e  o t h e r  h a n d ,  it w i l l  g r e a t l y  s l o w  t r i a l  p r e p a r a t i o n  i f  

p l a i n t i f f  is d e n i e d  t h e m .  A c c e s s  t o  t h e s e  d o c u m e n t s  w i l l  

e n a b l e  P l a i n t i f f  t o  n a r r o w  t h e  i s s u e s  b e t w e e n  t h e  p a r t i e s  a n d  

p r e p a r e  f o r  p r o m p t  d i s p o s i t i o n  o f  t h e  c a s e .

J.t w o u l d ,  w e  s u b m i t ,  b e  p a r t i c u l a r l y  i n e q u i t a b l e  n o t  t o  

f o r c e  D e f e n d a n t  t o  r e s p o n d  t o  d i s c o v e r y  w h e r e ,  a s  h e r e ,

P l a i n t i f f  h a s  m a d e  s u b s t a n t i a l  e f f o r t s  t o  m o v e  t h e  c a s e

f o r w a r d ,  h a s  a l r e a d y  g r a n t e d  D e f e n d a n t  t w o  e x t e n s i o n s  o f  t i m e  

a n d  w h e r e  D e f e n d a n t  h n s  a l r e a d y  f a i l e d  t o  m e e t  t w o  c o m m i t m e n t s

- t o  f u r n i s h  p r o p o s e d  s t i p u l a t i o n s  o n  D e c e m b e r  17, 1 9 8 2  a n d  t o

r e s p o n d  t o  d i s c o v e r y  o n  J a n u a r y  30, 1 9 8 3 .

R u l e  37 ( a )  o f  t h e  F e d e r a l  R u l e s  O f  C i v i l  P r o c e d u r e  is 

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

o n e  p a r t y  h a s  f a i l e d  t o  r e s p o n d ,  f i l e d  i n c o m p l e t e  a n s w e r s ,  or

4



b e e n  e v a s i v e .  S e e  R i c k i e s ,  Ir.c. v. F r a n c e s  Q e n n e v  C o r p . , 50 8 

F. S u p p .  4 (D. M a s s .  1 S S 0 ) .  U s e  of a R u l e  37 m o t i o n  is 

p a r t i c u l a r l y  a p p r o p r i a t e  w h e r e ,  as d e f e n d a n t  c l a i m s  is t h e  c a s e  

in t h i s  m a t t e r  ( D e f e n d a n t ' s  M e m o r a n d u m  I n  S u p p o r t  a t  5), the  

" l i t i g a t i o n  is n o t  e s p e c i a l l y  c o m p l e x  as a f a c t u a l  m a t t e r . "

S e e  E a t e s  v. F i r e s t o n e  T i r e  & R u b b e r  C o . , 83 F . R . D .  535  ( D . S . C .  

1 9 7 9 ) .

R u l e  37, t h e r e f o r e ,  p r o v i d e s  a c o u r t  w i t h  a f l e x i b l e  t o o l  

for c o m p e l l i n g  d i s c o v e r y  in o r d e r  to a v o i d  u n j u s t i f i a b l e  

d e l a y s .  Th e R u l e  b e c o m e s  a p p l i c a b l e  o n c e  o n e  p a r t y  h a s  f a i l e d  

to r e s p o n d  t o  d i s c o v e r y .  Se e  B a t e s  s u p r a  at  53 9 c i t i n g  to  9 

C. W r i g h t  & A. M i l l e r ,  F e d e r a l  P r a c t i c e  an d  P r o c e d u r e  § 2 2 8 4  

(1971) ( " An y f a i l u r e  t o  d i s c l o s e ,  r e g a r d l e s s  o f  t h e  r e a s o n s  for 

it, b r i n g s  t h e  s a n c t i o n s  o f  R u l e  37 i n t o  p l a y .  . . ."). If a

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

f o r c e d  to b r i n g  a m o t i o n  t o  c o m p e l  d i s c o v e r y .  S e e  M a r q u i s  v. 

C h r y s l e r  C o r p . , 5 7 7  F . 2 d  624 , 6 4 1  (9th C i r .  1 9 7 8 )  ( " [ T ] h e  

d e f e n d a n t s '  c o n d u c t  r e g a r d i n g  d i s c o v e r y  in t h i s  c a s e  h a s  

r e q u i r e d  the p l a i n t i f f  t j  t r i n g  m o t i o n s  to c o m p e l  d i s c o v e r y  

t h a t  w o u l d  o t h e r w i s e  h a v e  b e e n  u n n e c e s s a r y . " )  U n d e r  R u l e  37 a n  

u n e x p l a i n e d  or u n j u s t i f i e d  f a i l u r e  to r e s p o n d  to d i s c o v e r y  c a n  

a l s o  b e  g r o u n d s  f o r  t h e  i m p o s i t i o n  of s a n c t i o n s ,  e v e n  a b s e n t  a 

m o t i o n  to c o m p e l .  S e e  B a r k e r  v. B l e d s o e , 85 F . R . D .  545, 5 4 8  

(W.D. O k l a .  1 9 7 9 t ( " Al l  s a n c t i o n s  d e f i n e d  in R u l e  3 7 ( b )  a r e  

a v a i l a b l e  for t o t a l  f a i l u r e  to a n s w e r  i n t e r r o g a t o r i e s ,  e v e n

C,
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a b s e n t  a m o t i o n  to c o m p e l . "); a n d  S i g l i a n o  v .  M e n d o o a , o 4 2  F . 2 a  

309, 310 ( 9 t h  C i r .  1 9 8 1 )°(" D i s m i s s a l  is a p r o p e r  s a n c t i o n  u n d e r  

R u l e  3 7 ( d )  for a s e r i o u s  or t o t a l  f a i l u r e  t o  r e s p o n d  t o  

d i s c o v e r y  e v e n  w i t h o u t  a p r i o r  o r d e r . " )

In t h i s  c a s e ,  the D e f e n d a n t  h a s  t o t a l l y  f a i l e d  to r e s p o n d  

to t h e  P l a i n t i f f ' s  l i m i t e d  d i s c o v e r y  r e q u e s t s ,  d e s p i t e  t w o  

e x t e n s i o n s  of t i n e  u e s i y n e d  to a c c o m o d a t e  D e f e n d a n t .  T h e r e  a r e  

no i n d i c a t i o n s  i n  the r e c o r d  or i n f o r m a t i o n  k n o w n  to t h e  U n i t e d  

S t a t e s  w h i c h  w o u l d  i n d i c a t e  D e f e n d a n t  w a s  w a s  u n a b l e  t o  a n s w e r  

d i s c o v e r y  w i t h i n  the a l l o t t e d  t i m e .  W h i l e  a d e f e n d a n t ' s  

r e a s o n s  for n o t  c o m p l y i n g  w i t h  d i s c o v e r y  c a n  b e  r e l e v a n t ,  s e e  

H a t e s ,  s u p r a ,  n o  e x p l a n a t i o n  h a s  b e e n  g i v e n  w h i c n  w o u l d  e x c u s e  

th i s  D e f e n d a n t ’s l a c k  o f  r e g a r d  for d i s c o v e r y .  I n d e e d ,  

D e f e n d a n t  h a s  i n d i c a t e d  b y  i m p l i c a t i o n  in i t s  M e m o r a n d u m  t h a t  

it h a s  s o u g h t ,  w i t h o u t  p e r m i s s i o n  o f  t h i s  C o u r t  o r  t h e  

G o v e r n m e n t ,  to d e l a y  d i s c o v e r y  u n t i l  its M o t i o n  T o  S t a y  is 

c o n s i d e r e d .  T h e  D e f e n d a n t  q u i t e  s i m p l y  d o e s  n o t  h a v e  t h i s  

o p t i o n .  I t s  M o t i o n  T o  S t a y  P r o c e e d i n g s  is i n d e p e n d e n t  of a n d  

h a s  n o  b e a r i n g  o n  its o b l i g a t i o n  t o  r e s p o n d  to d i s c o v e r y .

D e f e n d a n t  h a s  a l s o  n o t  m a d e  a p e r s u a s i v e  c a s e  t h a t  

a n s w e r i n g  d i s c o v e r y  w o u i d  b e  b u r d e n s o m e .  In D e f e n d a n t ' s  o w n  

w o r d s  " t h i s  l i t i g a t i o n  is not e s p e c i a l l y  c o m p l e x  as a f a c t u a l  

m a t t e r . "  S e e  D e f e n d a n t ' s  M e m o r a n d u m  In S u p p o r t  a t  5.

D e f e n d a n t  h a s  i n d i c a t e d  t h a t  it c a n  a n s w e r  d i s c o v e r y  o n  15 d a y s  

n o t i c e .  Id. a t  6, n . 3 .  F u r t h e r m o r e ,  t h e  G o v e r n m e n t  h a s  

i n d i c a t e d  its w i l l i n g n e s s  to r e l i e v e  s o m e  of t h e  b u r d e n  of

Po-m 05D-183 
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1 j d i s c o v e r y  'ey p r o p o s i n g  s t i p u l a t i o n s  d e s i g n e d  t o  n a r r o w  i s s u e s

M
2 ij o f  f a c t u a l  d i s p u t e .  D e f e n d a n t ,  d e s p i t e  i t s  a g r e e m e n t  t o  d o  so, 

( S e e  L e t t e r  t o  C o u r t  o f  J a n u a r y  31, 1 9 8 3 )  h a s  f a i l e d  t o  r e s p o n d  

o r  t o  p r o p o s e  its o w n .  I f  t h e  f a c t s  c a n  L e  s i m p l y  s t a t e d ,

a n s w e r i n g  l i m i t e d  d i s c o v e r v  s h o u l d  n o t  b e  a s u b s t a n t i a l  b u r d e n
|l
;i
1 a n d  i s  c e r t a i n l y  n o t  t h e  t y p e  o f  d e b i l i t a t i n g  b u r d e n  t h a t  w o u l d  

p e r m i t  a p a r t y  t o  a v o i d  t h e  c l e a r  d i c t a t e s  o f  R u l e  3 7 .

T h e  D e f e n d a n t  i n  i t s  M e m o r a n d u m  i n  S u p p o r t  p l e a d s  t h a t  it 

is i n  a d i f f i c u l t  p o s i t i o n  s i n c e  it d o e s  n o t  w i s h  t o  b e  " i n  

v i o l a t i o n  o f  i t s  o b l i g a t i o n s  u n d e r  t h e  F e d e r a l  R u l e s .  . . ."

S e e  D e f e n d a n t ' s  M e m o r a n d u m  I n  S u p p o r t  a t  6. T h e  f a l l a c y  i n  

D e f e n d a n t ' s  p o s i t i o n  i s  t h a t  i t s  f i l i n g  a  M o t i o n  t o  S t a y  d i d  

n o t  r e l i e v e  o f  i t s  d u t y  t o  r e s p o n d  t o  d i s c o v e r y  r e q u e s t s .  A s  

d i s c u s s e d  i n  o u r  o p p o s i t i o n  t o  D e f e n d a n t ' s  M o t i o n  t o  S t a y ,  

D e f e n d a n t  h a s  n o t  r a i s e d  a n y  b a s i s  t o  a l l o w  it t o  c o n t i n u e  i t s  

i l l e g a l  c o n d u c t  b y  f u r t h e r  d e l a y i n g  t h i s  l i t i g a t i o n .  I n  a n y  

e v e n t ,  D e f e n d a n t ,  h a v i n g  n o t  e v e n  r e q u e s t e d  f r o m  t h e  C o u r t  a n  

e x t e n s i o n  o f  t i m e  t o  r e s p o n d  a n d  h a v i n g  d e m o n s t r a t e d  n o  

h a r d s h i p  o r  b u r d e n  in t h e  g o v e r n m e n t ' s  d i s c o v e r y  r e q u e s t  i t  is 

e n t i r e l y  a p p r o p r i a t e  t o  g r a n t  t h e  G o v e r n m e n t ' s  m o t i o ^  t o  c o m p e l .

N o r  is t h i c  a  s i t u a t i o n  w h e r e  t h e  G o v e r n m e n t  is n< t 

a f f e c t e d  b y  D e f e n d a n t ' s  f a i l u r e  t o  a n s w e r, . B o t h  t h e  P l a i n t i f f  

a n d  D e f e n d a n t  a g r e e  t h a t  t h e  c a s e  s h o u l d  n o t  b e  f a c t u a l l y  

c o m p l e x .  I f  a n d  w h e n  D e f e n d a n t  a n s w e r s  t h e  P l a i n t i f f ' s  

d i s c o v e r y  r e q u e s t s ,  t h e  U n i t e d  S t a t e s  b e l i e v e s  i t  w i l l  b e  a b l e  

t o  p r o m p t l y  f i l e  a m o t i o n  f or s u m m a r y  j u d g m e n t  a n d  a t  t h e
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3-i s:

c o n  far o n e  -2 i n  N o v e m b e r  1 9 82  D e f e n d a n t ' s  c o u n s e l  i n m c i t e a  that  

t h e y  c o n t e m p l a t e u  M a k i n g  a .-similar -notion. T h u s ,  if t n e  

D e f e n d a n t  a c t u a l l y  w a n t e d  t o  e x p e d i t e  t h i s  m a t t e r ,  it c o u l d  

h a v e  a n s w e r e d  d i s c o v e r y  a n d  t h e n  b o t h  s i d e s  c o u l d  h a v e  f i l e d  

c r o s s  m o t i o n s  f o r  s u m m a r y  j u d g m e n t .  T h i s  p o s s i b i l i t y  w a s  

i i s c u s s e u  b e t w e e n  c o u n s e l  f o r  b o t h  s i d e s  o n  l-iovember 24, 1 9 8 2 .

T h e  G o v e r n m e n t  i n  t h i s  a s e  h a s  a t t e m p t e d  t o  n e g o t i a t e  a 

s t i p u l a t e d  r e c o r d ;  t h e  D e f e n d a n t  h a s  f a i l e d  t o  k e e p  i t s  

c o m m i t m e n t s .  H e n c e  u n d e r  R u l e  37, t h e  G o v e r n m e n t  b e l i e v e s  it 

s h o u l d  b e  g r a n t e d  a - M o t i o n  T o  C o m p e l  D i s c o v e r y  s i n c e  D e f e n d a n t  

h a s  o f f e r e d  n o  c o g n i z a b l e  e x c u s e  f o r  i t s  t o t a l  f a i l u r e  t o  

r e s p o n d .

N o  c h a n g e  in c o u n s e l  f o r  D e f e n d a n t  j u s t i f i e s  i t s  f a i l u r e  to 

r e s p o n d  t o  d i s c o v e r y  d e s p i t e  a d e q u a t e  t i m e  t o  d o  s o .  I n d e e d ,  

t h e  G o v e r n m e n t  h a s  b e e n  c o n t i n u a l l y  s e n s i t i v e  t o  D e f e n d a n t ' s  

d e s i r e  a t  o n e  t i m e  t o  c h a n g e  c o u n s e l  in t h i s  m a t t e r  b y  g r a n t i n g  

t w o  e x t e n s i o n s  o f  t i m e .  Y e t  a f t e r  t w o  d e l a y s ,  D e f e n d a n t ' s  

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

b a s i s  o r  c o n s e n t  f o r  i t s  a c t i o n s  d e c i d e d  u n i l a t e r a l l y  n o t  to

8



r e s u l t ,  t h e  G o v e r n m e n t  r e s p e c t f u l l y  r e q u e s t s  t h i s  C o u r t  i n t e r  a

M o t i o n  T o  C o m p e l  D i s c o v e r y  u n d e r  R u l e  3 7 .

R e s p e c t f u l l y  s u b m i t t e d ,

D a t e d :  F e b r u a r y  14, 1 9 6 3

.'IARK R. D A V I S

A t t o r n e y s ,  U n i t e d  S t a t e s  

D e p a r t m e n t  o f  J u s t i c e  
1 0 t ‘n El P e n n s y l v a n i a  A v e . , N. W, 
W a s h i n g t o n ,  D. C. 2 0 5 3 0  

T e l e p h o n e :  ( 2 0 2 )  6 3 3 - 2 5 8 2
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M i c h a e l  R. S p a a n  
U n i t e d  S t a t e s  A t t o r n e y  
F e d e r a l  B u i l d i n g  a n d  U n i t e d  S t a t e s  

C o u r t h o u s e  

R o o m  C - 2 5 2 ,  M a i l  B o x  9 
7 C 1  C S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 1 3

E d w a r d  D. E l i a s b e r g ,  J r .
M a r k  R. D a v i s  
C a r o l y n  L. D a v i s
U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
I C t h  a n d  P e n n s y l v a n i a  A v e . ,  N W  

W a s h i n g t o n ,  D . C .  2 0 5 3 0  
T e l e p h o n e :  (202) 6 3 3 - 2 5 8 2

A t t o r n e y s  for t h e  P l a i n t i f f

U N I T E D  S T A T E S  D I S T R I C T  C O U R T  

D I S T R I C T  O F  A L A S K A

U N I T E D  S T A T E S  O F  A M E R I C A ,  

P l a i n t i f f ,

v.

A L A S K A  B O A R D  O F  R E G I S T R A T I O N  

F O R  A R C H I T E C T S ,  E N G I N E E R S ,  
A N D  L A N D  S U R V E Y O R S ,

C i v i l  N o .  A 8 2 - 4 2 3  C I V .

D e f e n d a n t s .

A F F I D A V I T  O F  M A R K  R. D A V I S

D i s t r i c t  o f  C o l u m b i a  )

) s s .

C i t y  o f  W a s h i n g t o n  )

M A R K  R. D A V I S ,  b e i n g  d u l y  s w o r n ,  d e p o s e s  a n d  s a y s :

1. I a m  a n  a t t o r n e y  for t h e  G o v e r n m e n t  in t h e  

a b o v e - c a p t i o n e d  a c t i o n  a n d  h a v e  b e e n  a s s i g n e d  to t h i s  m a t t e r  

s i n c e  t h e  C o m p l a i n t  w a s  f i l e d  O c t o b e r  12, 1 9 8 2 .  I m a k e  t h i s
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a i d : d a v i  t i n  s u p p o r t  o f  P l a i n t i f f ' s  M o t i o n  for a n  O r d e r  

C o m p e l l i n g  D i s c o v e r y  U n d e r  R u l e  3 7 ( a )  o f  t h e  F e d e r a l  R u l e s  o f

2. O n  F e b r u a r y  8, 1 9 6 3 ,  p u r s u a n t  t o  L o c a l  R u l e  5 o f  t h e  

D i s t r i c t  o f  A l a s k a ,  I c a l l e d  b y  t e l e p h o n e  A l a n  K. P a l m e r ,  

E s q u i r e ,  a t t o r n e y  f o r  t h e  D e f e n d a n t  i n  t h e  a b o v e - c a p t i o n e d  

n a t t e r ,  t o  a s c e r t a i n  D e f e n d a n t ' s  p o s i t i o n  w i t h  r e g a r d  t o  

a n s w e r i n g  d i s c o v e r y  b e f o r e  p r e p a r i n g  t h e  G o v e r n m e n t ' s  M o t i o n  

C o m p e l l i n g  D i s c o v e r y  U n d e r  R u l e  3 7 ( a )  o f  t h e  F e d e r a l  R u l e s  o f  

C i v i l  P r o c e d u r e .

3. M r .  P a l m e r  i n f o r m e d  m e  t h a t  t h e  D e f e n d a n t ' s  p o s i t i o n  

w i t h  r e g a r d  t o  a n s w e r i n g  P l a i n t i f f ' s  d i s c o v e r y  w a s  s e t  o u t  in 

D e f e n d a n t ’s M e m o r a n d u m  o f  P o i n t s  a n d  A u t h o r i t i e s  I n  S u p p o r t  o f  

D e f e n d a n t ' s  M o t i o n  t o  S t a y  P r o c e e d i n g s .

C i v i l  P r o c e d u r e .

S w o r n  t o  b e f o r e  m e  t h i s  1 4 t h  d a y  

o f  F e b r u a r y ,  1 9 8 3 .

N o t a r y  P u b l i c  

M y  c o m m i s s i o n  e x p i r e s  J u l y  31, 1 9 8 4 .
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I

C E R T I F I C A T E  O F S E R V I C E

I, M a r k  R. D a v i s ,  a t t o r n e y  f or P l a i n t i f f  U n i t e d  S t a t e s  

o f  A m e r i c a ,  h e r e b y  c e r t i f y  t h a t  a c o p y  o f  t h e  a t t a c h e d  P l a i n ­

t i f f ’s M o t i o n  F o r  o r d e r  C o m p e l l i n g  D i s c o v e r y  h a s  b e e n  s e r v e d  

t h i s  1 4 t h  d a y  o f  F e b r u a r y ,  1 9 8 3  b y  h a n d  u p o n  R o b e r t  11, 

L o e f f l e r ,  E s q u i r e ,  a t t o r n e y  f o r  D e f e n d a n t ,  1 9 2 0  N  Street., N . W .  

W a s h i n g t o n ,  D . C .  2 0 0 3 6

A t t o r n e y ,  U n i t e d  S t a t e s  

D e p a r t m e n t  o f  J u s t i c e  
10t"n" & C o n s t i t u t i o n  A v e . ,  N . W .

W a s h i n g t o n ,  D . C .  2 0 5 3 0  
T e l e p h o n e :  ( 2 0 2 )  6 3 3 - 2 8 3 6
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M i c h a e l  R. S p a n n  

U . S .  A t t o r n e y
F e d e r a l  B u i l d i n g  a n d  U n i t e d  S t a t e s  C o u r t h o u s e  
R o o m  C - 2 5 2 ,  M a i l  B o x  9 

7 0 1  C S t r e e t
A n c h o r a g e ,  A l a s k a  9 9 5 1 3

E d w a r d  D. E l i a s b e r g ,  Jr.
M a r k  R. D a v i s  
C a r o l y n  L. Davi>,

U n i t e d  S t a t e s  D e p a r t m e n t  o f  J u s t i c e  
1 0 t h  & P e n n s y l v a n i a  A v e . ,  N . W .  
W a s h i n g t o n ,  D. C. 2 0 5 3 0  
T e l e p h o n e :  ( 2 02 ) 6 3 3 - 2 5 8 2
A t t o r n e y s  f or  P l a i n t i f f

U N I T E D  S T A T E S  D I S T R I C T  C O U R T  

F O R  T H E  D I S T R I C T  O F  A L A S K A

U N I T E D  S T A T E S  O F  A M E R I C A ,

P l a i n t i f f ,

v.

A L A S K A  B O A R D  O F  R E G I S T R A T I O N  

F O R  A R C H I T E C T S ,  E N G I N E E R S ,  
A N D  L A N D  S U R V E Y O R S ,

D e f e n d a n t .

C i v i l  No. A 8 2 - 4 2 3 - C I V  

S T I P U L A T I O N  O F  F A C T S

C o m e  now, t h e  U n i t e d  S t a t e s  of  A m e r i c a  a n d  t h e  A l a s k a  

B o a r d  o f  R e g i s t r a t i o n  for A r c h i t e c t s ,  E n g i n e e r s ,  a n d  L a n d  

S u r v e y o r s  ( " B o a r d " ) ,  a n d  f o r  the p u r p o s e  of t h i s  a c t i o n  o n l y  

a n d  w i t h o u t  a d m i t t i n g  th e  r e l e v a n c y ,  a d m i s s i b i l i t y ,  or 

m a t e r i a l i t y ,  of a n y  m a t t e r  c o n t a i n e d  h e r e i n ,  a g r e e  a n d  

s t i p u l a t e ,  b y  a n d  t h r o u g h  t h e i r  r e s p e c t i v e  u n d e r s i g n e d  c o u n s e l  

of r e c o r d ,  co t h e  a c c u r a c y  o f  the f o l l o w i n g  f a c t s :



A . J u r i s d i c t i o n  a n d  V e n u e

1. T h e  c o m p l a i n t  in  t h i s  c a s e  w a s  f i l e d  a n d  t h e s e  

p r o c e e d i n g s  w e r e  i n s t i t u t e d  u n d e r  S e c t i o n  4 of t h e  S h e r m a n  

A c t ,  as a m e n d e d  (15 U . S . C .  § 4), in o r d e r  t o  p r e v e n t  a n d  

r e s t r a i n  a n  a l l e g e d  c o n t i n u i n g  v i o l a t i o n  b y  t h e  B o a r d  of 

S e c t i o n  1 of s a i d  A c t  (15 U . S . C .  § 1).

2. T h e  B o a r d  m a i n t a i n s  i t s  p r i n c i p a l  o f f i c e  in J u n e a u ,  

A l a s k a  a n d  t r a n s a c t s  b u s i n e s s  a n d  is f o u n d  w i t h i n  t h e  D i s t r i c t  

of A l a s k a .

3. T h e  C o u r t  h a s  j u r i s d i c t i o n  o v e r  t h i s  a c t i o n  p u r s u a n t  

t o 15 U . S . C .  § 4.

4. T h e  C o u r t  h a s  j u r i s d i c t i o n  o v e r  t h e  p a r t i e s  to t h i s  

a c t i o n  a n d  v e n u e  is p r o p e r .

B . A u t h e n t i c i t y  of D o c u m e n t s

5. A t t a c h e d  to t h i s  S t i p u l a t i o n  a s  E x h i b i t  1. .ad b y  t h i s

r e f e r e n c e  i n c o r p o r a t e d  h e r e i n ,  is a t r u e  a n d  a u t h e n t i c  c o p y  of 

a p a m p h l e t  i s s u e d  b y  t h e  B o a r d  w h i c h  c o n t a i n  t h e  A l a s k a  

s t a t u t e s  o n  a r c h i t e c t s ,  e n g i n e e r s ,  a n d  l a n d  s u r v e y o r s  (AS § 

0 8 . 4 8 . 0 1 1  et s e g . ), c e n t r a l i z e d  l i c e n s i n g  (AS § 0 8 . 0 1 . 0 1 0  j^t 

seqj_) , a n d  t h e  t e r m i n a t i o n ,  c o n t u n a t i o n  a n d  r e e s t a b l i s h m e n t  of 

r e g u l a t o r y  b o a r d s  (AS S 0 8 . 0 3 . 0 1 0  et s e g .). T h i s  p a m p h l e t  

a l s o  c o n t a i n s  t h e  P r o f e s s i o n a l  a n d  V o c a t i o n a l  R e g u l a t i o n s  o f  

t h e  B o a r d  (12 A A C  3 6 . 0 1 0  jet s e g .), i n c l u d i n g  t h e  B o a r d ' s  R u l e s  

of P r o f e s s i o n a l  C o n d u c t  (12 A A C  3 6 . 2 0 0  (et s e g ♦ ) .

6. A t t a c h e d  to t h i s  S t i p u l a t i o n  a s  E x h i b i t  2, a n d  b y  t h i s

r e f e r e n c e  i n c o r p o r a t e d  h e r e i n ,  is a t r u e  a n d  a u t h e n t i c  c o p y  of



t h e  D i r e c t o r y  o f  A r c h i t e c t s ,  E n g i n e e r s  a n d  L a n d  S u r v e y o r s  of  

t h e  B o a r d  v a l i d  for t h e  p e r i o d  e n d i n g  D e c e m b e r  31, 1 9 7 7 .

C. C r e a t i o n ,  C o m p o s i t i o n  a n d  F u n c t i o n s  of  t h e  B o a r d

7. T h e  B o a r d  w a s  c r e a t e d  a n d  o r g a n i z e d  a n d  e x i s t s  u n d e r  

t h e  l a w s  o f  t h e  S t a t e  of A l a s k a  A S  § 0 8 . 4 8 . 0 1 1  _et s e g . T h a t  

s t a t u t e ,  A S  § 0 8 . 4 8 .  Oil ej: s e a ., is t h e  o n l y  a c t  o f t h e  

L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a  w h i c h  e s t a b l i s h e s  t h e  

p o w e r s  o r  d u t i e s  of t h e  B o a r d  or f r o m  w h i c h  t h e  B o a r d  

d e r i v e s  i t s  a u t h o r i t y .  T h e  B o a r d  is t h e  s o l e  p r o f e s s i o n a l  

e n g i n e e r i n g ,  a r c h i t e c t u r e ,  a n d  l a n d  s u r v e y i n g  l i c e n s i n g  

a u t h o r i t y  in t h e  S t a t e  of A l a s k a .

8. T h e  B o a r d  c o n s i s t s  e n t i r e l y  of  p r a c t i t i o n e r s .  A s  

r e q u i r e d  b y  A l a s k a  S t a t u t e  S 0 8 . 4 8 . 0 1 1 ( b ) ,  f i v e  m e m b e r s  a r e  

p r a c t i c i n g  p r o f e s s i o n a l  e n g i n e e r s ,  t h r e e  m e m b e r s  a r e  a r c h i ­

t e c t s  a n d  o n e  is a l a n d  s u r v e y o r .  E a c h  m e m b e r  of  t h e  B o a r d  

m u s t  h a v e  b e e n  a r e s i d e n t  o f A l a s k a  fo r  t h r e e  c o n s e c u t i v e  

y e a r s  p r e c e e d i n g  h i s  or h e r  a p p o i n t m e n t  a n d  m u s t  be  r e g i s t e r e d  

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

h i s  or h e r e  r e s p e c t i v e  f i e l d  ( A l a s k a  S t a t u t e  S 0 8 . 9 8 . 0 3 1 ) .

A l l  B o a r d  m e m b e r s  m a y ,  a n d  do, m a i n t a i n  t h e i r  p r i v a t e  

p r a c t i c e s  w h i l e  s e r v i n g  o n  t h e  B o a r d .

9. O n e  f u n c t i o n  of t h e  B o a r d  is t h e  a d m i n i s t r a t i o n  of 

w r i t t e n  e x a m i n a t i o n s  an d  s u p e r v i s i o n  o f  t h e  q u a l i f i c a t i o n ,  

c e r t i f i c a t i o n  a n d  r e g i s t r a t i o n  of p r o f e s s i o n a l  e n g i n e e r s ,  

a r c h i t e c t s ,  a n d  l a n d  s u r v e y o r s  l o c a t e d  in A l a s k a  a n d  o t h e r  

s t a t e s  o f p r a c t i c e  w i t h i n  t h e  S t a t e  o f  A l a s k a .  U p o n  p a y m e n t



o f  a f e e ,  t h e  B o a r d  a n n u a l l y  i s s u e s  c e r t i f i c a t e s  of r e g i s t r a ­

t i o n  to  a l l  p r o p e r l y  c e r t i f i e d  o r  r e g i s t e r e d  p r o f e s s i o a l  

e n g i n e e r s ,  a r c h i t e c t s  a n d  l a n d  s u r v e y o r s .  R e v e n u e s  f r o m  

t h i s  f e e  m a y  b e  u s e d  o n l y  t o  c o v e r  t h e  e x p e n s e s  o f t h e  B o a r d .  

C u r r e n t l y ,  t h e r e  a r e  a p p r o x i m a t e l y  3 2 0 0  p r o f e s s i o n a l  

e n g i n e e r s ,  a r c h i t e c t s ,  a n d  l a n d  s u r v e y o r s  h o l d i n g  B o a r d  

c e r t i f i c a t e s  of r e g i s t r a t i o n  t o  p r a c t i c  p r o f e s s i o n a l  

e n g i n e e r i n g ,  a r c h i t e c t s ,  an d  l a n d  s u r v e y o r s  h o l d i n g  B o a r d  

c e r t i f i c a t e s  of r e g i s t r a t i o n  t o  p r a c t i c e  p r o f e s s i o n a l  

e n g i n e e r i n g ,  a r c h i t e c t u r e ,  or l a n d  s u r v e y i n g  in A l a s k a .

M o r e  t h e n  o n e - h a l f  o f t h e s e  c e r t i f i c a t e  o f  r e g i s t r a t i o n  

h o l d e r s  a r e  r e s i d e n t s  of s t a t e s  o t h e r  t h a n  A l a s k a .

10. I t  is u n l a w f u l  i n  A l a s k a  f o r  i n d i v i d u a l s  t o  r e p r e s e n t  

t h a t  t h e y  a r e  p r o f e s i o n a l  e n g i n e e r s ,  a r c h i t e c t s ,  or l a n d  

s u r v e y o r s  u n l e s s  t h e y  h a v e  b e e n  p r o p e r l y  c e r t i f i e d  b y  a n d  

r e g i s t e r e d  w i t h  t h e  B o a r d ,  a n d  h o l d  a B o a r d  c e r t i f i c a t e  of 

r e g i s t r a t i o n  to  p r a c t i c e  p r o f e s s i o n a l  e n g i n e e r i n g ,  a r c h i t e c ­

t u r e ,  or l a n d  s u r v e y i n g .  T h e  B o a r d  w i l l  n o t  g r a n t  a t e m p o r a r y  

r e g i s t r a t i o n  u n d e r  a n y  c i r c u m s t a n c e s .  N o r  w i l l  t h e  B o a r d  

r e c o g n i z e  or g r a n t  p r o f e s s i o n a l  r e g . s t r a t i o n  b y  e m i n e n c e .

11. A n o t h e r  f u n c t i o n  of t h e  B o a r d  is t o  r e g u l a t e  c e r t a i n  

a s p e c t s  o f  t h e  p r a c t i c e  o f  p r o f e s s i o n a l  e n g i n e e r i n g ,  a r c h i t e c ­

t u r e ,  a n d  l a n d  s u r v e y i n g  in t h e  S t a t e  of A l a s k a  r e l a t i n g  to, 

a m o n g  o t h e r  t h i n g s ,  m i s c o n d u c t  by i t s  r e g i s t r a n t s .  I n



p r o m u l g a t i n g  in a d o p t i n g  the r e g u l a t i o n s  c h a l l e n g e d  b y^ t he  

p l a i n t i f f  h er ei n  the Board act ed  p u r s u a n t  to its u n d e r s t a n d i n g  

of its dutie s as set fo rt h in AS § 08 .48. 1 01  and 0 8. 48 .111.

12. Boar d rules are d i s t r i b u t e d  to all c e r t i f i c a t e  of 

r e g i s t r a t i o n  holders. B o a r d  rules are b i n d i n g  on e v e r y  

c e r t i f i c a t e  of r e g i s t r a t i o n  holder.

D . T r a d e  and C ommer ce

13. Most Board c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e r s  

are e n g a g e d  in the p r a c t i c e  of p r o f e s s i o n a l  e n g i n e e r i n g  

a r c h i t e c t u r e  or land s u r v e y i n g  and render su ch  s e r v i c e s  to 

indi viduals , c o r p o ra ti o ns ,  g o v e r n m e n t a l  e n t i t i e s  and other 

b u s i n e s s  entiti es  locate d in A l as ka  and other sta te s for a 

fee or salary. The p r o f e s s i o n a l  eng i ne e ri ng ,  a r ch i t e c t u r a l ,  

and land survey in g s e r vi c es  p r o v i d e d  by Bo ar d c e r t i f i c a t e

or r e g i s t r a t i o n  h o ld er s  i n v o lv e  and affect i n di vidu al s,  

c o r po ra t io n s,  g o v e r n m e n t a l  e n t i t i e s  and other bu s i ne s s 

e n t i t i e s  located in A l a s k a  and other states. Bo ard 

c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e r s  des ig n and  s u p e r v i s e  the 

c o n s t r u c t i o n  of build in gs , roads, bridges, dams,- i n d u s t r i a l  

p l a n t s  and other s t r u c t u r e s  locate d t h r o u g h t o u t  the U n it e d 

States . Many Board c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e r s  

l o c at ed  o u ts i de  the State of A la sk a  p e r f o r m  p r o f e s s i o n a l  

e n g i n e e r i n g  and a r c h i t e c t u r a l  s er vi ces w i t h i n  Alaska.

14. In the c o u rs e of re nd e r i n g  p r o f e s s i o n a l  e n g in e er in g , 

a r c h i t e c t u r a l ,  and land su r ve yi n g services, B oa r d c e r t i f i c a t e  

of r e g i s t r a t i o n  h o l de r s o ft en  travel fr om  the state of their 

p r i n c i p a l  p l a c e  of b u s i n e s s  to other states and  mak e



s u b s t a n t i a l  use of i n t e r s t a t e  na il  and w i r e  s e r v i c e s  in the 

t r a n s p o r t  of c on t ra c t s /  plans, reports, pl ats, d r a w i n g s  and 

ot her c o m m u n i c a t i o n s  t h r o u g h o u t  the U n i t e d  States.

15. The a c t i v i t i e s  of Board and B o a r d  c e r t i f i c a t e  of 

r e g i s t r a t i o n  h o l d e r s  a f f e c t  and a r e  w i t h i n  the fl ow  of 

i n t e r s t a t e  commerce .

E . Ru le  36.230(b)

16. Th e  Bo a rd  has a d o p t e d  and p r o m u l g a t e d  Ru le  36.230(b) 

of Ti tl e 12 of the A l a s k a  A d m i n i s t r a t i v e  Co d e  ("Rule

36. 2 3 0 ( b )’ ).

17. Ru l e 36 .230(b) p ro v id es :

E ac h  a r c h i t e c t ,  e n gi ne er  or land 
s u r v e y o r  sh a ll  seek p r o f e s s i o n a l  e m p l o y­
ment on the bas is  of q u a l i f i c a t i o n s  and 
c o m p e t e n c e  for proper a c c o m p l i s h e m e n t  of 
the work. He may not k n o w i n g l y  so lic it 
or s u bm it  p r o p o s a l s  for p r o f e s s i o n a l  
s e r v i c e s  on the b a si s  of c o m p e t i t i v e  
b i d d i n g .

F . L e g i s l a t i v e  A u t h o r i t y  For Ru l e  36.230(b)

18. T he  Bo ar d a d o p t e d  and p r o m u l g a t e d  R u l e  36.230(b) 

p u r s u a n t  to A l a s k a  S t a t u t e s  §§ 08. 4 8 . 1 0 1  and 08.48. 111.

19. A l a s k a  S t a t u t e  § 08 . 4 3 . 1 0 1 ( a ) ( 5 ) ,  the p e r t i ne n t

p o r t i o n  of the f i r st  of t h es e  statutes, pr ov i de s:

The b o ar d ma y  adopt r e g u l a t i o n s  to 
c a r r y  out the p u r p o s e  of this cha pter, 
i n c l u d i n g  but not li mited to p u b l i s h i n g  
a c o d e  of e t h i c s  or p r o f e s s i o n a l  
c o n d u c t  for those p e r s o n s  r e g u l a t e d  by 
this chapter, including c o r p o r a t i o n s  
under sec 241 of this Chapter.



20. A l a s k a  S t a t u t e  § 0 8 . 4 8 . 1 1 1 ,  t h e  s e c o n d  o f  t h e s e

st atutes, pr o vi d es :

The b oa r d m a y  suspend, r efus e to renew, 
or re vo ke  the c e r t i f i c a t e  of or r e p r i­
mand a r e g i s t r a n t  or c o r p o r a t i o n  wh o  is 
found g u i lt y of (1 ) fr aud or d e ce it  in 
o b t a i n i n g  a c e r t if i ca te ;  (2 ) gr oss 
negl i ge nc e , in c om pe t en c e,  or m i s c o n d u c t  
in t he  p r a c t i c e  of a r c h i t e c t u r e ,  e n g i­
neerin g,  or land su rv ey in g ; or (3) a 
v i o l a t i o n  of this chapter, a r e g u l a t i o n  
a d o p t e d  under it, or the c od e  of e th i cs  
or p r o f e s s i o n a l  c o nd u ct  as a d o p t e d  by 
the board. T he code of e t h i c s  or 
p r o f e s s i o n a l  cond u ct  shall be made 
k no wn  in w r i t i n g  to ev e ry  r e g i s t r a n t  
and a p p l i c a n t  for r e g i s t r a t i o n  under 
this chapter, and sha ll be p u b l i s h e d  
with the rost er  p r o v i d e d  for in AS 
08.48.081. T h i s  p u b l i c a t i o n  c o n s t i­
tutes due n o t i c e  to all re gi s tr an ts.
The b o a r d  m a y  revise and a m en d  its code 
and, upon d o in g so, shall i m m e d i a t e l y  
n o t i f y  each re g is t r a n t  in w r i t i n g  of 
the r e v i s i o n s  or ame nd me nts. The board 
may, upon p e t i t i o n  of the r e g i s t r a n t  or 
c or p or a t i o n ,  reissue a c e r t i f i c a t e  if a 
m a j o r i t y  of the m e m b e r s  of the bo ard 
vote in favor of the reis suance.

21. A l a s k a  S t a t u t e s  §§ 08.48.1 0 1 (a)(5) and 08 . 48 .1 1 1 

a r e  the sole a u t h o r i t y  upon w hi ch  the B o a r d  relies to have 

a d o p t e d  or p r o m u l g a t e d  R u l e  36.230(b) or a co de  of e t hi c s or 

p r o f e s s i o n a l  cond uct.

22. Exce pt  for Rule 36.230(b) , it w o u l d  not be a 

v i o l a t i o n  of any S t a t e  of A l a s k a  law, sta tute, order, 

l e g i s l a t i v e  or e x e c u t i v e  re so lution, or le g is la ture, e x e c u t i v e  

or a d m i n i s t r a t i v e  rule, r e g u l a t i o n  or p o l i c y  for a p u r c h a s e r  

of a rc h it ec tural, e n g i n e e r i n g  or land s u r v e y i n g  s e r v ic es  to 

seek c o m p e t i t i v e  bid or for an ar chitect, p r o f e s s i o n a l  

e n g in ee r  or land s u r ve y or  to p r o v i d e  such bids.



23. In either 1968 or 1969, the Board  first a d o p t e d  the 

b a n  on c o m p e t i t i v e  bidding. At that time, the B oa rd  d e c i d e d  

to adopt a code of e t h ic s  w h i c h  was d e r i v e d  by c o m b i n i n g  the 

t h e n  e x i s t i n g  co de s of e t h i c s  of the A m e r i c a n  S o c i e t y  of Civil 

E n g i n e e r s  ("ASCE") and the A m e r i c a n  I n s t i t u t e  of A r c h i t e c t s  

("AIA"), b o t h  of w h i c h  c o n t a i n e d  c o m p e t i t i v e  b i d d i n g  bans.

This, c o m p e t i t i v e  b i d d i n g  ban, c u rr e nt  R u l e  36.230( b) , was 

r e p r o m u l g a t e d  w i t h o u t  c h a n g e  by the B oa rd on May 23, 1974 and 

S e p t e m b e r  30, 1978. Both the ASCE and the A I A  e l i m i n a t e d  

t h e i r  c o m p e t i t i v e  b i d d i n g  b a n s  in 1972 p u r s u a n t  to consent 

d e c r e e s  s e t t li ng  a n t i t r u s t  civil a c t i on s  b r o u g h t  ag ai ns t  them 

by the U n i t e d  States.

24. T h e r e  was no m e n t i o n  made of or c o n s i d e r a t i o n  gi ven 

to the c o m p e t i t i v e  b i dd i ng  b an at p u b li c  h e a r i n g s  held in 1978 

a b o u t  the Bo ar d's r e gu l a t i o n s ,  in cl uding the B o a r d 's  code of 

e t h i c s .

25. T h e r e  was no m e n t i o n  made of or c o n s i d e r a t i o n  g iv en  

to the c o m p e t i t i v e  b i d di ng  ban  durin g the A l a s k a  state 

l e g i s l a t u r e  sunset r e v ie w  of the Bo ar d held in 1980.

26. In 1980, t h e  O f f i c e  of the A l a s k a  A t t o r n e y  G e n e ra l  

r e c o m m e n d e d  to the Bo ard that  they repeal Ru le  36.230(b). The 

B o a r d  at its D e c e m b e r  1980 m e et i ng  r ejected  this r e c o m m e n d a­

tio n  by a 4-3 vote.

G . H i s t o r y  of t h e  R u l e



  — — ■ _   _ — ■

27. In May 1982, the O f f i c e  of the A l a s k a  A t t o r n e y  

G e n e r a l  r e c o m m e n d e d  to the Bo a rd  that th ey  repeal Ru l e 

36 .230(b ) on an e m e r g e n c y  basis. The m e m b e r s  of the B o ar d  

u n a n i m o u s l y  reje ct e d this r e c o m m e n d a t i o n  at their May 1-7,

1 98 2  meeting. A t r u e  and a c c u r a t e  co py  of the M ay 13, 1982 

l e t t e r  of A s s i s t a n t  A l a s k a  A t t o r n e y  G e n e r a l  Pe ter B. F r o e h l i c h  

r e c o u n t i n g  these e v e n t s  is a t t a c h e d  as E x h i b i t  3 and bv this 

r e f e r e n c e  i n c o r p o r a t e d  her ei n.

28. The Board c o n d u c t e d  a p u bl ic  h e a r i n g  on J u n e  10,

1982, c on ce r n i n g  the repeal of Rul e 36.23 0 (b ) . A true and 

a c c u r a t e  t r a n s c r i p t  of that h e a ri ng  is a t t a c h e d  to this 

S t i p u l a t i o n  as E x h i b i t  4 and by this r e f e r e n c e  i n c o r p o r a t e d  

h e r e i n .

29. At the J u n e  10, 1982 hearing, the c o n s e n s u s  of the 

p r o v i d e r s  was that R u l e  3 6 . 2 3 0  (b) should be retained. The 

f o l l o w i n g  Board c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e rs  spoke 

a g a i n s t  and urged the r e j e c t i o n  of the p r o p o s e d  repeal of the 

c o m p e t i t i v e  bidding ban: (1) Jan Hansen, P.E., (2) Don Dent, 

P.E., (3) R o n  Mi tc hell, P. L. S .,  (5) C h a r l e s  Torkko, P.E , 

r e p r e s e n t i n g  the C o n s u l t i n g  E n g in e er  C o u n c i l  of Al ask a, (7)

R o y  Pera t r ov ic h , P.E., (7) R i c h a r d  Treoger, R.L.S., (8 ) Ken 

Cannon, architect, r e p r e s e n t i n g  the A l a s k a  Ch ap te r of the 

A m e r i c a n  I n s t i t u t e  of Ar c hi t e c t s ,  (9) Da ni el Do u gh e rt y,  P.E., 

(10) H e r m a n  Kaiser, R.L.S., (11) Ga r y Bock, P.E., (12) N e l s o n  

F ra nk lin, P.E., r e p r e s e n t i n g  the A n c h o r a g e  Ch ap te r  of the



A l a s k a  S o c i e t y  of P r o f e s s i o n a l  E n gi n e e r s ,  (14) G e o r g e  

S c h w a a e t i e r ,  P.E. and P.L.S., (15) Mr. Partch, archi tect, and 

(16) Dale Nelson, r e p r e s e n t i n g  the A n c h o r a g e  B r an c h of the 

A m e r i c a n  S o c i e t y  of Civil En gi n ee rs .

30. O n  A u g u s t  5, 1982 the Bo ard hel d a n o t h e r  h e a r i n g  

c o n c e r n i n g  the repeal of th is  c o m p e t i t i v e  b i d d i n g  ban. A true 

and a c c u r a t e  c o p y  of the t r a n s c r i p t  of this h e ar i ng  and 

w r i t t e n  c o m m e n t s  received in re s po n se  to the J u l y  2, 1982 

p u b l i c  n otic e of this he aring is a t t a c h e d  to this S t i p u l a t i o n  

as E x h i b i t  5 and by this r e f e r e n c e  i n c o r p o r a t e d  herein.

31. At the A u g u s t  5, 1982 hearing, the c o n s e n s u s  of 

p r o v i d e r s  was ag ain that R u l e  36.230(b) s h ou l d be retained.

Tne fo ll o wi ng  B oa rd  c e r t i f i c a t e  of r e g i s t r a t i o n  h o l de rs  spoke  

a g a i n s t  and u rg ed  the r e je c ti on  of the p r o p o s e d  repe al of the 

c o m p e t i t i v e  bid d in g  ban: (1) Don Dent, P.E., (2) C h a r l e s

To rk ko , P.E., r e p r e s e n t i n g  the C o n s u l t i n g  E n g i n e e r s  C o u n c i l  of 

A la sk a , (3) V e r n o n  Ackin, P.E., (4) Jo h n Burd ick, P.E., (5) 

R u p e r t  Tart, r e p r e s e n t i n g  the A m e r i c a n  S o c i e t y  of Civil 

E n g i n e e r s ,  (6) N e ls on  M. Fr an klin, r e p r e s e n t i n g  the A n c h o r a g e  

C h a p t e r  of the A l a s k a  S o ci et y  of P r o f e s s i o n a l  E ngineers , (7) 

D o u g  Ackley, A r c h i t e c t ,  (8 ) R o b e r t  Minch, Ar c hi t ec t , (9) 

W i l l i a m  P. Hamm, r e p r e s e n t i n g  the A l a s k a  C h a pt er  of 

P r o f e s s i o n a l  E n g i n e e r s  in P r i v a t e  Pr actice, and (3.0) H a r l ey  

H ig h to we r , r e p r e s e n t i n g  the A l a s k a  Chapt er  of the A m e r i c a n  

I n s t i t u t e  of A rc h it e c t s .

32. On  S e p t e m b e r  9-1G, 1982, the Board, c o n t r a r y  to the 

a d v i c e  of the O f f i c e  of the A l as ka  A t t o r n e y  General, voted 

u n a n i m o u s l y  to retain Rule 36.230(b).



33. In r e t a i n i n g  and e n f o r c i n g  thi s rule, the B o a r d  has 

the su pp or t  of the v a r io us  e n g i n e e r i n g  a s s o c i a t i o n s  and 

s o c i e t i e s  in Alaska.

H . I m p a c t  a n d  E n f o r c e m e n t  o f  t h e  R u l e

34. No p e r s o n  c a n  p r a c t i c e  a r c h i t e c t u r e ,  e n g i n e e r i n g  or 

land s u r v e y i n g  in A l a s k a  u n l e s s  r e g i s t e r e d  or c e r t i f i e d  by the 

B oa rd  (Alaska S t a t u t e  § 08.4 8. 28 1).

35. Th e Board c a n  revoke, s u s p e n d  or ref us e to r e n e w  the 

r e g i s t r a t i o n  of an ar c hi t e c t ,  p r o f e s s i o n a l  e n g i ne e r or land 

s u r ve yo r  if that p e r s o n  is f o u n d  g u i l t y  of v i o l a t i n g  the 

B o a r d ' s  code of et hics, i n c l u d in y  the c o m p e t i t i v e  b i d d i n g  

ban. (Alaska S t a t u t e  § 08.48.111)

36. The Board h as  ca us ed its R u l e s  of P r o f e s s i o n a l  

C o n d u c t  to be  made known in w r i t i n g  to e v e r y  r e g i s t r a n t  and 

a pp l ic an t  for r e g i s t r a t i o n  and has c a u s e d  t h em  to be p u b l i s h e d  

with the r o st er  of r e gi st r a n t s ,  w h i c h  the E o a r d  p u b l i s h e s  

annually, m a i l s  to r e g i s t r a n t s  and state, borough,, and city 

officials, a nd  d i s t r i b u t e s  or sells to the public..

37. The Boards' p o s i t i o n  is that f a i l u r e  to c o m p l y  with 

the te rms of the C o d e  of Ethics, i n c l u d i n g  R u l e  36.230(b),  

migt : su bj ec t the p r o f e s s i o n a l  e n ginee r,  architect , or land 

sur ve y or  to d i s c i p l i n a r y  action.

38. The Board h a s  c o n t i n u a l l y  and a c t i v e l y  e n f o r c e d  R u l e  

36.230(b) and plans to c o n t i n u e  e n f o r c e m e n t  of the Rule.

39. B o a r d  c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e r s  c o m p e t e  

with each o th e r in the o f f e r i n g  of a r c h i t e c t u r a l ,  e n g i n e e r i n g  

and land s u r v e y i n g  ser vices. P r e s e n t  and past  Board m e m b e r s



are c o m p e t i t o r s  a m o n g  t h e m s e l v e s  in the p r o v i d i n g  of 

a ; c h i t e c t u r a l , p r o f e s s i o n a l  e n g i n e e r i n g  and land s u r v e y i n g ,  

s er v ic es , and they c o m p e t e  w i t h  the other Board c e r t i c a t e  

of r e g i s t r a t i o n  h o l d e r s  in p r o v i d i n g  tho se  services.

40. H o st  Bo ard c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e r s  have 

a b i d e d  by R u l e  36. 23 0(b)..

41. In F e b r u a r y  or March, 1982, the C i t y  of S i t k a  p ut  out 

a r e q u e s t  for bids for p r o f e s s i o n a l  s e r v i c e s  on an a d d i t i o n  to 

the cit y lib r a ry  w h i c h  w o u l d  be built w i t h  stat e money.

42. A b o u t  a w e e k  and a half after the r e q u e s t s  w e r e  sent 

out, the Board, at the b e h e s t  of se ve ra l p r a c t i t i o n e r s ,  

c o n t a c t e d  S i t k a  by c o n f e r e n c e  t e l e p h o n e  ca ll  and i n f o r m e d  the 

Ci t y Ad m in is t ra t or ,  F er m in  "Rocky" G u i t i e r r e z ,  that Sitka 

w o u l d  be m a ki n g a r c h i t e c t s  and e n g i n e e r s  "outlaws" by as ki ng 

t he m  to bid on the project . Board m e m b e r s  p a r t i c i p a t i n g  in 

the c o n f e r e n c e  call also to l d  G u i t i e r r e z  that they wo ul d  

n o t i f y  ce r ti f i c a t e  of r e g i s t r a t i o n  h o l d e r s  that p a r t i c i p a t i o n  

in the li brary add it i on  p r o j e c t  or any ot her Si t ka  p r o j e c t s  

w o u l d  be in v i o l a t i o n  of the B o a r d ' s  rule.

43. A bo u t the same time as the Board c o n f e r e n c e  t e l e p h o n e  

call, C h a ri .s  E. To rKko, p r e s i d e n t  of the C o n s u l t i n g  E n g i n e e r s  

C o u n c i l  of A laska ("CECA"), on beha lf of that o r g a n i z a t i o n  

w r o t e  Mr. G u i t i e r r e z  on F e b r u a r y  8 , 1982 r e q u e s t i n g  r e c o n s i d­

er a t i o n  of p r i c i n g  p r o c e d u r e s  used by S i t k a  for the p r o c u r e­

ment  of p r o f e s s i o n a l  e n g i n e e r i n g  s e r v ic e s for a w at er r e s ou r ce  

study. A true and a c c u r a t e  copy  of Mr. T o r k k o ' s  F e b r u a r y  8 , 

1982 letter is a t t ac h ed  as Exh ib i t 6 and by this r e f e r e nc e 

i n c o r p o r a t e d  herein.



44. On F e b r u a r y  18, 1982, Mr. G u i t i e r r e z  w r ot e a reply 

to Mr. T o r k k o ' s  F e b r u a r y  8 , 1982 letter. In his reply,

Mr. G u i t i e r r e z  a s s u r e d  Mr. T o r k k o  that "fee al one is not 

the d e t e r m i n i n g  f a ct or  in our p r o c u r e m e n t  of e n g i n e e r i n g  

s e r v i c e s . "  A true and a c c u r a t e  copy of Mr. G u i t i e r r e z ' s  

F e b r u a r y  18, 1982 l e t t e r  is a t t a c h e d  as E x h i b i t  7 and by this 

r e f e r e n c e  i n c o r p o r a t e d  herein.

45. In O c t ob e r,  1982, B oa r d member W a l l a c e  W e l l e n s t e i n  

p h o n e d  the A n c h o r a g e  P u b l i c  S chool Bo a rd  and i n f o rm e d the m 

tha t a p r o p o s a l  that B o a r d  c e r t i f i c a t e  of r e g i s t r a t i o n  holde rs  

s u b m i t  price b i d s  on d e s i g n a t e d  d e si gn  p r o j e c t s  woul d vio la t e 

the E n g i n e e r i n g  B o a r d ' s  ban on c o m p e t i t i v e  bidding.

46. S h o r t l y  t h ereaf te r,  H a r l e y  Highto we r , p r e s id e nt  of 

the A l a s k a  C h a p t e r  of t i e  A m e r i c a n  I n s t i t u t e  of A r c h i t e c t s  

("AIA"), made an a p p e a r a n c e  b ef o re  the Sc ho ol  Board on behalf 

of the AIA a nd  i n d i c a te d  that the p r o p o s e d  r e g u l a t i o n  of the 

B o a r d  vi o la t e d  the E n g i n e e r i n g  Board ban on c o m p e t i t i v e  

b i d d i n g .  A c o p y  of the t r an s cr i pt  of the a p p e a r a n c e  and a 

s u b m i s s i o n  m a d e  at th at  time are at ta ch e d are E x h i b i t s  8 and 9 

r e s p e c t i v e l y  and by thi s re f er e nc e  i n c o r p o r a t e d  nerein.

47. P r a c t i t i o n e r s  ha ve  on oc c as i on  used the e x i s t e n c e  of 

R u l e  36.230(b) to d i s c o u r a g e  the s o l i c i t a t i o n  of c o m p e t i t i v e  

b id s  for projects .

48. C e r t i f i c a t e  of r e g i s t r a t i o n  holders, pr a ct i t i o n e r s ,  

and a r c h i t e c t u r a l ,  p r o f e s s i o n a l  en g in e e r i n g  and land su r ve y in g 

s o c i e t i e s  ha v e e n c o u r a g e d  and su pp o rt ed  the a d o p t i o n  and 

r e t e n t i o n  of R u l e  36.23 0( b) .



49. A b s e n t  an order of Court, the B o a r d  will not repe a l 

R u l e  3 6 . 2 3 0 ( b ) .

I . C o n s e q u e n c e s  of ':he Rule

50. T h e r e  w o ul d  be a s u b s t a n t i a l  i n c r e a s e  in the a m o un t  

of c o m p e t i t i v e  b i d d i n g  tak in g p l a c e  in A l a s k a  if R u le  

36.2 30(b) were e l im i na te d .

51. Th is  s u b s t a n t i a l  i n c r e a s e  in the amo unt of 

c o m p e t i t i v e  b i d d i n g  t a k i n g  p l a c e  in A l a s k a  w ou ld  a ll o w 

c u s t o m e r s  to u t i li z e and c o mp ar e  prices , p r i c e  bids and 

p r o p o s e d  d e s i g n s  much m o r e  r e a d i l y  and e f f e c t i v e l y  when 

s e l e c t i n g  e n g i n e e r i n g  s e r v i c e s  than is p r e s e n t l y  the case 

under Rule 36.230(b)..

52. Ru le 36.230(b) in cr eases the co st  to p u r c h a s e r s  of 

g a t h e r i n g  price, q u a l i t y  and d e s i g n  i n f o r m a t i o n  and d a m p e n s  

price, q u a l i t y  and d e s i g n  c o mp e ti ti on .

53. Most s ta t es  no longer ha v e  ba n s  on c o m p e t i t i v e  

bidding. T h er e  is no da t a  i n di c a t i n g  th a t these stat es have 

e x p e r i e n c e d  i nc r ea se s  in fraud and har m to the p u b l i c  h e a lt h 

and safety.

J . O t he r  A c t i v i t i e s  of the Boar d

54. T he  Bo ar d has a d o p t e d  l i c e n s i n g  r equir em en ts, in 

part, to insure the p r o f e s s i o n a l  c o m p e t e n c e  of all licensees.

55. The B o a r d  has a d op t ed  li ce n si ng  r e q u i r e m e n t s  and 

e x a m i n a t i o n  s t a n d a r d s  to insure that all li ce n s e e s  have 

a d e q u a t e  k n o w l e d g e  of wha t c o n s t r u c t i o n ,  d e s ig n  and other 

a r c h i t e c t u a l  and p r o f e s s i o n a l  e n g i n e e r i n g  p r o b l e m s  can ar i se  

from A l a s k a ' s  col d climate.



56. T h e  Boa rd  has a d o p t e d  e t h i ca l  and l i c e n s i n g  

r e q u i r e m e n t s  other than R u l e  36.230(b) to p r e v e n t  fraud in the 

o f f e r i n g  of p r o f e s s i o n a l  services.

57. The Board ho lds p u b l i c  h e a r i n g s  and s o l i c i t s  input of 

c e r t i f i c a t e  of r e g i s t r a t i o n  h o l d e r s  b e f o r e  c h a n gi n g or 

a d o p t i n g  any rule.

58. The Board c o n t i n u o u s l y  m o n i t o r s  and keeps i n f o r m e d  of 

the impa ct  and e f f e c t i v e n e s s  of its rules.

59. Ar ch i t e c t s ,  p r o f e s s i o n a l  e n g i n e e r s  and land s u r v e y o r s  

r e g u l a r l y  conta ct  the Bo a rd  about c o n d i t i o n s  in the p r o f e s s i o n  

and about the effect of or need for Board rules.

D a t e d :

R e s p e c t f u l l y  submitted,

FOR  THE PLAINTIFF:

E D W A R D  D. E L I A S B E R G , JR.

MA RK R. DA VI S

C A R O L Y N  L. DAV IS 

FOR THE DE FEN D AN T:

R O B E R T  H. L O E F F L E R

A L A N  K. P A L M E R
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1 Robert H. L o e f f l e r  
Alan K. Palmer 
M O R R I S O N  & F O E R S T E R  
1920 N Street, N.W. 
W a shin gt on , D.C. 20036 
(202) 887-1500

N o rm a n C. G o r su c h 
A t t o r n e y  G e n e r al  
By: M a r k  E. A s h b u r n
A s s i s t a n t  A t t o r n e y  G e n e r a l  
State of A l a s k a  
1031 W e s t  F o u r t h  A v en ue  
Suite 200
Anc horage,  A l a s k a  99501 
(907) 276-3550

C ou ns el for D e f e n d a n t  
A laska Board ox R e g is tr a ti o n 
for Arch i te ct s , Engin ee rs , 
and Land Su r ve y o r s

U N IT E D STATES D I S T R I C T  C O U R T  
D I S T R I C T  OF A L A S K A

U N I T ED  STATES OF AM ER I CA ,

P l a i n t i f f ,

v.

A L A S K A  BOARD OF  R E G I S T R A T I O N  
FOR A RC H IT E CT S,  PROFESSI ON AL , 
ENGINEERS, A N D  LAND SURVEYORS,

D e f e n d a n t .

Civil No. A 8 2 - 4 2 3  CIV 

Filed: 10/12/82

M E M O R A N D U M  OF 
P O I N T S  AND A U T H O R I T I E S  
IN S U P P O R T  OF 
D E F E N D A N T ' S  M O T I O N  
T O  STAY 
P R O C E E D I N G S

I. IN T RO D U C T I O N  AND S U M M A R Y 

As the C ou r t has p r e v i o u s l y  b e e n  in f or m ed  by 

letter, shortly after taking office the n ew A t t o r n e y  Gene r al  

of the State of A l a s k a  u n d e r t o o k  a r e v i e w  of the status  of 

tne p r e s en t  c a se .—  ̂ As a result of th at review, the

1/ Lett er  to the C o u r t  from Robe rt H. L o e f f l e r  and Alan K. 
Palmer, January 11, 1983.
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1 A z r o r n e y  G e n e r a l  and the d e f e n d a n t  A l a s k a  Board of R e g i s­

tra t i o n  for A rc h it e ct s,  P r o f e s s i o n a l  Engineers, and L a n d  

S u r v e y o r s  ha v e d e te rm i n e d  to se ek  a l eg i sl at i ve  r e s o l u t i o n  

of the i s s u e s  rais ed by the complaint.

L e g i s l a t i o n  is b e i n g  p r e p a r e d  which, on b e h a l f  

of the d e f e n d a n t  Board, w i l l  be i n t r o d u c e d  in the v e r y  ne ar 

f u tu r e for e n a c t m e n t  dur ing the c u r r e n t  session of the state 

l eg i s l a t u r e .  The l e g is l at io n  wi ll  be de s i gn e d s p e c i f i c a l l y  

tc a p p ro ve  and i mp l em en t the p r o v i s i o n s  of the " c om p e t i t i v e  

b i d di ng "  ru l e  c h al le n g e d  in the c o m p l a i n t  herein. E n a c t m e n t  

of such l e g i s l a t i o n  woul d c o n c l u s i v e l y  immunize the B o a rd 's  

a c t i o n s  f r o m  a n t i t r u s t  liability by virtue  of the "state 

acti o n"  d o c t r i n e  and the p r i n c i p l e s  e s t a b l i s h e d  p u r s u a n t  to 

t h a t  d o c t r i n e  by C a l i f o r n i a  Retail L i q uo r  D e a l e r s 

A s s o c i a t i o n  v. Mid- C al  A l u m i n u m , Inc., 445 U.S. 97 (3980), 

ar.d w ou l d th us  resolve  the c o nt r o v e r s y  b e t w e en  the p a r t i e s  

ar.d make c o n t i n u a t i o n  of this case point less.

A cc o rd i n g l y ,  in orde r to c o n s e r v e  the r e s o u r c e s  of 

t h e  p a r t i e s  and the Court, the Board as ked the D e p a r t m e n t  of 

J u s t i c e  to join in a reques t that the Cour t stay p r o c e e d i n g s  

so as to p e r m i t  the current session of the legi s la t ur e 

to  act u p o n  the pr op o se d  legislation. The D e p a r t m e n t  

r e f u s e d  this request, however, so tha t the Boa rd  n ow  has 

f il e d the p r e s e n t  Motion.

'I
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2 T h e  limi te d stay of p r o c e e d i n g s  that the B oa r d

2 seeks w o u l d  n o t  u n d u l y  p r e j u d i c e  the i n t e r es ts  of the

3 D e p a r t m e n t  a n d  w o u l d  p r o v i d e  an o p p o r t u n i t y  to r e so l ve  the

4  ’ c u r r e n t  d i s p u t e  w i t h o u t  the b u r d e n s  a t t e n d i n g  d i s c o v e r y  and

5 trial. If the c u r r e n t  session of the l e g is la t ur e  doe s not

0 e n a c t  the p r o p o s e d  le gislati on , the B o a r d  w o u l d  be p r e p a r e d

7 to h a v e  the ca se  t r i e d  on an e x p e d i t e d  basis.

8

g II. BACKGROUND: THE S T A T E - A C T I O N  DEF EN S E

10  • T h e  c o m p l a i n t  filed by the D e p a r t m e n t  of Jus t ic e

H  in t h i s  case c h a l l e n g e s  as u n l a w f u l  un de r  Se ction 1 of the

1 2  S h e r m a n  Act, 15 U.S.C. § 1, a rule e n a ct e d by the d e f e n d a n t

13  B o a r d  —  Rul e 36.230(b) —  w h i c h  p r o h i b i t s  c o mp e t i t i v e

14  b i d d i n g  by a r ch i te ct s , engineers, and surveyors. One of the

1 5  key issues in the ca se  is w h e t h e r  the re gula t io n  is imm un e

16 fro m a n t i t r u s t  att ac k by v i rt ue  of the "state action"

1 7  d o c t r i n e  e s t a b l i s h e d  by P arker v. B r o w n , 317 U.S. 341

18 (1943), and s u b s e q u e n t  cases.

19  In the M i d - C al A l u m i n u m  dec ision, s u p r a , the

20 S u p r e m e  C o u r t  set o u t  the ba s ic  r e q u i r e m e n t s  for a s tate-

2 1  a c t i o n  d e f e n s e  to be  s u c c e s s f u l l y  invoked:

22 " [There are] two s t an da rds for ant it r us t  
i mm u n i t y  u n d e r  Parker v. B r o w n . First, the

23 cha ll e ng ed  r e s t r a i n t  m u s t  be 'one cl e ar l y a r t i­
cul a t e d  and a f f i r m a t i v e l y  e x p r e s se d as state

24 policy': second, the policy m u s t  le 'actively 
supervised' b y  the State itself."

25

26

27

28

445 U.S. at 105, q u o t i n g  from. City of L a fayett e v. L o u i s i a n a  

P o w e r  £  Li g ht  C o . , 435 U.S. 389, 410 (1978) (opinion of 

J u s t i c e  B r e n n a n ) .
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The B o a r d ' s  p o s i t i o n  is that i n a s m u c h  as it has

a u t h o r i t a t i v e l y  acted for the State in the fashion sp e ci f ie d

by the Court, in M i d - C a l , the st an dards q u o t e d  above have

been s a t i s f i e d  and Rul e 36.230(b) is e x e mp t  from a n t i t r u s t  

2 /
s c r u t i n y . —  T he  D e p a r t m e n t  of Justice, by contrast,

b e l i e v e s  action by the B o a r d  is i n s u f f i c i e n t  to sa t is f y the 

s t a n d a r d s  of M i d - C a l ; a c c o r d i n g  to the D e partme nt , those 

s t a n d a r d s  can b e  met o n l y  if the state le gi sl a tu re  s p e c i­

fically au th o r i z e s  or e s t a b l i s h e s  a n o n c o m p e t i t i v e  regime.

III.  T H E  STATE A T T O R N E Y  G E N E R A L ' S  PROP OS A L

In r e v i e w i n g  this matter, the ne w  A tt o r n e y  Ge ne r al

of the State of  A laska  has c o n c l u de d  th a t the mo s t s t r a i g h t­

forward and e f f i c i e n t  w a y  of re so l vi n g the c o nt r ov e rs y  

b e t w e e n  the B o a r d  and the D e p a r t m e n t  w o u l d  be for the state 

l eg is la tu r e to enact l e g i s l a t i o n  s p e c i f i c a l l y  m e e ti n g the 

Mi d- C al  req uirements. A l t h o u g h  the B oa rd  co nt in u es  to 

b e l ie ve  that su ch  l e g i s l a t i o n  is by no m e a n s  n e c e s s a r y  to 

s atisfy M i d - C a l , it a g re e s that such l eg is l at i on  w o u l d  

c o nc l u s i v e l y  r e s o lv e  t he  contro ve rsy, sir.ce even un de r the 

D e p a r t m e n t ' s  v i e w  of P a rk e r and Mid-Cal it w ou ld  defin-  

i ^vely e s t a b li sh  a v a l i d  st at e -a c ti on  defense and thus 

w o u l d  e l i m i n a t e  any c o n c e i v a b l e  bas is  for the c u rr en t  suit. 

Ac cordin gl y,  in the i n t e r e st s  of e x p e d i t i n g  r e s o l u t i o n  of 

the c o n t r o v e r s y  and e l i m i n a t i n g  the need for p r o l o n g e d

2/ The Board also a s s e r t s  several o t h e r  def e n se s to the 
complaint.

MEMORANDUM IN SUPPORT OF
MOTION TO STAY PROCEEDINGS 4



li tigat io n,  l eg is l a t i o n  of the sort d e s c r i b e d  above w i l l  be 

i n t r o d u c e d  on b e h a l f  of the Bo ar d in the v e r y  near future.

IV. BASIS FOR T HE  B O A R D ' S  M O T I O N  
TO  S U S P E N D  P R O C E E D I N G S

C o m p a r e d  to m o s t  a nt i tr us t  cases, this l it i ga t io n 

is not e s p e c i a l l y  complex as a fa ct u a l matter. S t i p u l a t i o n s  

of fact could be ut i li ze d  to provid e at least m o s t  of the 

r ecord u p o n  w h i c h  the legal issues i n v o l v e d  wo u ld  be decided.

Nonetheless, s u b st a nt i al  time and ef fo r t  by b o t h  

parties, and by  the Court, w o ul d  be r e q u i r e d  to litigate the 

matter. A g r e ei n g on a co m pl e te  set of s t i p u l a t i o n s  of fact 

w ou l d n o t  be a simple matter, and some d i s c ov er y  i ne v it a bl y  

w o u l d  be  sought. The D ep ar t m e n t  of J u s t ic e has in fact 

already served on the Boa rd  a set of i n t e r r o g a t o r i e s  and a 

re qu es t for p r o d u c t i o n  of documents, p u r s u a n t  to Rules 26 

and 34 of the Federal Rules of Civil Procedure; r e s p o ns es  to 

those d i s c o v e r y  requests are c u r r e n tl y due on Ja nu ar y  31,

1983.

In an effort to avoid p o t e n t i a l l y  u n n e c e s s a r y  

d i s c o v e r y  and ot he r pr e -t r ia l  p r e p a r a t i o n  that si m il ar l y may 

prvve un n ec e s s a r y ,  the Bo ard asked the D e p a r t m e n t  of Ju st ice 

to join in request in g that the C ou rt o r de r  p r o c e e d i n g s  

stayed p e n d in g  the outcome of the l e gi s la t iv e e f f o rt  d e s c r i b e d  

above. The B o a r d  informed the D e p a r t m e n t  that the ou tc o m e
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2 of t h a t  e f f o r t  a l m o s t  c e r t a i n l y  w o u l d  b e  k n o w n  by M a y  or

2  J une , s i n c e  s e s s i o n s  of  th e s t a t e  l e g i s l a t u r e  h i s t o r i c a l l y

3  h a v e  e n d e d  no  l a t e r  t h a n  t h a t  t i m e  o f  ye ar . T h e  D e p a r t m e n t

4  r e p l i e d ,  h o w e v e r ,  that it w o u l d  n o t  a g r e e  to s u c h  a s t a y  and

5  t h a t  it i n t e n d e d  to m o v e  for an o r d e r  r e q u i r i n g  c o m p l i a n c e  

g w i t h  its c u r r e n t l y  o u t s t a n d i n g  d i s c o v e r y  r e q u e s t s .

7 The  B o a r d  is t h u s  in a d i f f i c u l t  p o s i t i o n .  It

0  d o e s  n ot  w a n t  to  be in v i o l a t i o n  o f i t s  o b l i g a t i o n s  u n d e r  

9 the F e d e r a l  Ru l e s ,  yet it b e l i e v e s  t h a t  a l i m i t e d  s t a y  of 

2 0  p r o c e e d i n g s  of t h e  sort o u t l i n e d  a b o v e  m a k e s  g r e a t  s e n s e  and 

2 2  o f f e r s  the  b e s t  r ou te  to  an e f f i c i e n t  r e s o l u t i o n  of the

2 2  case. A c c o r d i n g l y ,  the B o a r d  ha s m o v e d  f o r  an o r d e r  d i r e c t i n g

2 3  t h a t  p r o c e e d i n g s  h er e i n  be s u s p e n d e d  u n t i l  M a y  31, 1933, for

2 4  p u r p o s e s  o f  p u r s u i n g  a l e g i s l a t i v e  r e s o l u t i o n  of t h i s

2 5  m a t t e r .  T h e  p r o p o s e d  o r d e r  s u b m i t t e d  by  th e B o a r d  a l s o

26 p r o v i d e s  t h a t  p r o c e e d i n g s  m a y  be r e s u m e d  at an e a r l i e r  d a t e

2 7  if t h e  c u r r e n t  s e s s i o n  of  the A l a s k a  l e g i s l a t u r e  e n a c t s  or

2 8  r e j e c t s  t he  p r o p o s e d  l e g i s l a t i o n  or  e n d s  b e f o r e  M a y  31.

2 9  If its  p r o p o s e d  l e g i s l a t i v e  s o l u t i o n  is u n s u c c e s s f u l ,

2 0  the B o a r d  is f u l l y  p r e p a r e d  to p u r s u e  t h i s  l i t i g a t i o n  —  and

2 1  to r e s p o n d  to a l l  d i s c o v e r y  r e q u e s t s  -- u n d e r  an •,e x p e d i t e d

3 /
2 2  s c h e d u l e .  —  In this w a y  the i n t e r e s t  o f  the D e p a r t m e n t

2  3 _________________________

2 4  3V S h o u l d  the C o u r t  d e n y  the B o a r d ' s  M o t i o n ,  the B o a r d  w i l l  
u n d e r t a k e  to r e s p o n d  to the D e p a r t m e n t ' s  o u t s t a n d i n g  d i s c o v e r y

2 5  r e q u e s t s  by  w h a t e v e r  d a t e  the C o u r t  m a y  d i r e c t  (the B o a r d
!i s u g g e s t s  f i f t e e n  days a f t e r  th e C o u r t ' s  o r d e r ) ,  an d w i l l  of

2 6  c o u r s e  o t h e r w i s e  c o o p e r a t e  in m o v i n g  t h e  l i t i g a t i o n  f or wa rd,

28

*«
11
|j M E M O R A N D U M  IN S U P P O R T  O F

l! M O T I O N  T O  S T A Y  P R O C E E D I N G S  6



ir. a v o i d i n g  u n n e c e s s a r i l y  lengthy p r o c e e d i n g s  can be s a t i s­

fied. G i ve n  th is  w i l li ng n es s , the B o ar d b e l i e v e s  that there 

is no p u r p o s e  to be served in e n g a g i n g  in the not i n s u b­

stan t i a l  b u r de n  of d i s c o v e r y  and p r e t r i a l  p r e p a r a t i o n  at the 

v e r y  t i m e  that ef fo r t s aie be in g ma a e to ze so l v e the c o n t r o­

ve r s y  in a w ay  t h a t  w o u l d  mak e th is  case t o ta l ly  un n ec essary.

V. C O NC LU S IO N  

For t h e s e  reasons, the d e f e n d a n t  Bo ard r e s p e c t -  

.fully r e q u e s t s  th at  the Court g r an t the Eoar d' s  M o t i o n  to
j

St a y Pr oceedi ng s.

DATED:
J a n u a r y  28, 1983

R e s p e c t f u l l y  submitted,

 AX _____
R bbert H. Loef
A l a n  K. Pa lmer
M O R R I S O N  & F O E R S TE R
1920 N Street, N.W.
Wash i ng to n , D.C. 20036
(202) 887-1L00

N o r m a n  C. G o r s uc h 
A t t o r n e y  Gen er al

Ma rk  E. A s hb ur n  
A s s i s t a n t  A t t o r n e y  General  
State of Al aska 
1031 V?est F ou r th  A v en ue  
Su ite 200
Anchorage, A l a s k a  99501 
(907) 276-3550

Of Counsel:
B a rb a ra  A. Reeves 
M O R R I S O N  & F O E R S T E R  
601 West Fifth  S t re et  
Los Angeles, C a l i f o r n i a  
90017
(213) 626-3800

Coun s el  for D e f e nd a nt  
A l a s k a  Board of R e g i s t r a t i o n  

for Ar chitects, Engineers, 
and Land Su rvey or s
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U N I T E D  S TATES D I S T R I C T  C O U R T  
D I S T R I C T  OF A L A S K A

U N I T E D  S T A T E S  O F  A M E R I C A C i v i l  No. A 8 2 - 4 2 3  C I V

P l a i n t i f f Filed: 10/1 2/ 82

v

A L A S K A  B O A R D  OF R E G I S T R A T I O N  
F O R  A R C HI T EC TS ,  P R O F E S S I O N A L  
ENG INEERS,  AND  L A N D  SU R VEYOR S

D e f e n d a n t .
O R D E R

For g o o d  cause shown:

1. It is h e r e b y  O R D E R E D  that all p r o c e e d i n g s  in 

this a c t i o n  shall be  stayed un t il  May 31, 1983.

2. It is further O R D E R E D  that e it h er  p a r t y  may at 

any time p r i o r  to M a y  31, 1983, mo v e for lifting of this 

stay and for r e s u m p t i o n  of p r o c e e d i n g s  h e r e i n  on the gr ounds 

that (a) the c u r r e n t  se ssion of the Al aska le gi sl a tu r e has 

ended, or (b) the A l a s k a  l e g i sl a tu r e has e n a c t e d  or re jected 

l eg i sl a t i o n  a p p r o v i n g  and i m p l e m e n t i n g  the p r o v i s i o n s  of 

Rule 36.230(b) of the d e f e n d a n t  B oa rd  of R e g i s t r a t i o n  for 

A r ch i te c ts ,  P r o f e s s i o n a l  Eng ineers, and Land Surveyors.

D a te d  this day of 1983.

U n i t e d  States D i s t r i c t  Judge
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ichaei R. Spaan 
.S. A t t o r n e y
ederal Bu i ld i ng  and U n i t e d  
oom C-2 52, Mail Box 9 
01 C S t r e e t
nc horage, A l a s k a  99513

States C o ur t ho us e

dward D. E l i a s b e r g ,  Jr. 
a.rk R. Davis 
arolyn L. Davis
nited S tates D e p a r t m e n t  of J u s t i c e  
Otn & P e n n s y l v a n i a  Ave., N.W. 
ashincton, D. C. 20530 
elephone: (202) 633- 2502
tt or n ev s for Pl a in t if f

U N I T E D  STATES DISTRICT COUPT 
FOR THE DIS T RI C T OF A L A S K A

NITED S T A T E S  OF A M E R I C A ,

P l a i n t i f f ,

v.

LASKA B O A R D  OF R E G I S T R A T I O N  
OR A R C H I T E C T S ,  ENGINEERS,
ND L A N D  SURVEYORS,

D e f e n d a n t s .

Civil No. A 8 2 - 4 2 3 - C I V

M E M O R A N D U M  OF THE U N I T E D  
STATES IN O P P O S I T I O N  TO 
D E F E N D A N T ' S  MO TI ON  T O  STAY

I

I N T R O D U C T I O N

T h i s  m e m o r a n d u m  is filed in op p os i ti on  to the m ot i on  of 

ef endant Alaska Board of R e g i s t r a t i o n  for Ar ch itects,  

ng ineers, and Land S u r v e y o r s  (■Board") da ted J a n u a r y  28, 1983 

o stay all p r o c e e d i n g s  in this case.
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Form  OBD -183  
12-8-76 D O .'

T h r e e  n or th s  after this case was filed and s h o r t l y  befo re 

its d i s c o v e r y  c o m m i t m e n t s  were due, fenaant, a s ta te  licensing 

b oa rd  co n si s t i n g  e n t i r e l y  of p r a c t i t i o n e r s ,  has ma d e a last 

m i n u t e  request to st a y all p r o c e e d i n g s  in this case. A c c o r d i n g  

to de f en d a n t ,  the p u r p o s e  of this sta y is to p er m it  the Ala sk a 

L e g i s l a t u r e  to consider l e gi s l a t i o n  not yet even in troduced, 

w h i c h  de fe n da n t al le ge s w o u l d  'make c o n t i n u a t i o n  of this case 

p ointle ss ."  D e f e n d a n t ' s  M e m o r a n d u m  In Sup p or t  of M o t io n  at 2). 

D ef e n d a n t  fails to cite any legal a u t h o r i t y  or e s t a b l i s h  any 

factual p r e d i c a t e  for its prop os e d stay. D e f e n d an t has failed 

to d i s c h a r g e  its heavy b u rd e n of showing that (1 ) going forward 

with the li tig at i on  w ou ld  impose on it clear h a r d s h i p  or 

inequity, and (2 ) this h a r d s h i p  or ineq ui ty o u t w e i g h s  any damage 

the st a y may cause others. Defendant, who has a l r e a d y  rece iv ed 

two e x t e n s i o n s  of time in this case and is in d e f a u l t  on its 

d i s c o v er y o b li g at i on s , has failed to d e m o n s t r a t e  any c og n is a bl e  

h a r ds hi p  or in e qu i ty  in c o m p l y in g  with the G o v e r n m e n t ' s  

d i s c o v e r y  requ es t s or f ul f il l in g  its un d er t a k i n g  to seek to 

s h or t en  d i s c o v e r y  by  st ip ul ation. The r e qu es t ed  st ay  will harm 

the p u bl i c int erest by p r o l o n g i n g  the d e f e nd a nt ' s m a n i f e s t l y  

illegal conduct  and de pr iv i ng  co ns um ers of the b e n e f i t s  of 

com petitio n.  F ur ther mo re , a stay should not be g r a n te d  on the 

basis of mer e s p ec ul a ti o n that legislation may s o m e d a y  be 

enacted. This is e s p e c i a l l y  true here in view of the fact that 

the Al aska L e g i s l a t u r e  r e c e n t l y  rejected c o n s i d e r a b l y  narrower 

l e gisl at io n than that the de fe nd ant a pp ar e n t l y  will now seek.

- 2 -
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f(y- OED-183 
128-76 DOJ

T h e  C o u r t  s h o u l d  t h e r e f o r e  d en y a e f e n d a n t ' s  m o t i o n  a n d  

e nter t h e  G o v e r n m e n t ' s  p r o p o s e d  order a t t a c h e d  to this 

m e m o r a n d u m .

II

B A C K G R O U N D

T h i s  case wa s filed on October 12, 1982 to preven t and 

r e s t ra i n the c o n t i n u i n g  vi ol a ti o n by d e f e n da n t Board of 

Se c ti o n 1 of the Sherman  Act, 15 U.S.C. S 1. In particular, 

the C o m p l a i n t  seeks  to enjoin the Board, which con si st s e n t i r el y  

of competi ng , pr iv at e  pr ac tit i on er s , from co n ti nu i ng  to engage 

in a c o n s p i r a c y ,  the su b st a n t i a l  terms of w hi c h "have been and 

are that the d e f e n d a n t  promulgate, adopt, p u b l i s h  and d is tr i bu t e 

a p r o v i s i o n  in its R ul es  of P r of e s s i o n a l  Con duct, Rule 

36. 230(b),  p r o h i b i t i n g  c e rt i f i c a t e  of r e gi st r a t i o n  holders and 

other a r c h i t e c t s ,  p r of e s s i o n a l  enyineers and land surveyors 

p r a c t i c i n g  in A l a sk a  fr om  kn ow ingly s o l ic i ti ng  or s ub mi tt ing 

p r o p o s a l s  for p r o f e s s i o n a l  services on the basis of c o mp e t i t i v e  

b id di ng." (Compl ai n t II 17). The Co m pl a in t  also alleges that 

"v arious other persons not made de fe nd an t s herein have 

p a r t i c i p a t e d  as c o - c o n s p i r a t o r s  with the d e f e nd a nt  in the 

v i o l a t i o n  he re in after alleged, and have p e f o r me d acts and have 

made s t a t e m e n t s  in f u rt h er a nc e  thereof." (Complaint 114).

T h e  d e f e n d a n t  B o a r d  and its c o n s t i t u e n t  p r o f e s s i o n s  in 

A l a s k a  ha v e l o n g  b e en  on  n o t i c e  of the i ss u e s  r a i s e d  in this 

l a w s u i t .  N e a r l y  five y e a r s  ago, in the l a n d m a r k  case of 

/̂ N a t i o n a l  s o c i e t y  of P r o f e s s i o n a l  E n g i n e e r s  v. U n i t e d  S t a t e s , 435

- 3 -
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1 U.S. 679 (1978), th' U n i t e d  States S u p r e m e  Court held that a 

s u b s t a n t i a l l y  id entical c o m p e t i t i v e  b i d d i n g  ban app ly i ng  to the 

e n g i n e e r i n g  p r o f e s s i o n  w a s  illegal per se under the an t itrus t 

laws. T h e  S u p r e m e  Court stat ed that *[W]o el ab or a te  industry 

a n a l ys i s is r e q u i r e d  to d e m o n s t r a t e  the a n t i c o m p e t i t i v e  

char ^ s u c h  an a gr e em en t  . . . .  On its face, this

agrc . strains trade w i t hi n the m e a n i n g  of SI of the

S h e r i s 435 U.S. at 692-93.

Th at  state li ce n si n g boar ds as well as trade a s s oc i at i on s

w e r e  su bj ec t to this ru le was mad e clear one month later in

U n it e d Stat es v. Texas State Boa rd of Public A c c o u n t a n c y , 464 F.

Supp. 400 (W.D. Tex. 1978), n o d f' d  of a f f 1 d , 592 F.2d 919 (5th

Cir. 1979), c e r t . d e n i e d , 444 U.S. 925 ( 1979 ). In that case,

the court held that a T e x a s  general e n a bl i ng  st at ute (strikingly

similar to two relied on here by the B oa rd in issuing its price

ban, Rule, A.S. S S 08 . 4 8 . 1 0 1  and 111) was insufficient

l eg i sl a t i v e  a u t h o r i t y  under the st at e ac ti o n doct rine to shield

a per se illegal c o m p e t i t i v e  b i d d i n g  ban from the reach of

S he rm a n Act. The court stated that

In the instant case Rule 14 [the comp e ti t iv e  
b id di n g ban) is not m a n d a t e d  by any state 
re gu l a t i o n  or action. S e ct i on  5 of the 
A c c o u n t a n c y  Act is cast in p er mi ssive,  not 
ma ndator y,  language  and, furthe rm ore, only 
allows a d o p ti on  of Rules a p p r o p r i a t e  for 
m a i n t e n a n c e  of high s t a n d ar d s of integrity 
in the A c c o u n t a n c y  pro fe ssion. Nowhere in 
the A ct  doe.c the State as s o v e re ig n  ma nda te 
the a n t i c o m p e t i t i v e  co ndu ct r equi re d by 
Rule 14, rur is such po li cy  d i c t a t e d  by the

- 4 -
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1

2

3

State. A d d i t io na l ly ,  it cannot be said that 
S e c t i o n  5 of the Act in any w ay  co n ce rn s  or 
co nt e m p l a t e s  "the kind of acti on  c o m p l a i n e d  
of" here.

464 F. Supp. at 404.

4 T h e  clear ho lding in Pr of es s io na l  E n g i n e e r s  that

5 c o m p e t i t i v e  b i d d i n g  bans are per se illegal under the S h er ma n

6 Act has been w i d e l y  di s cu s s e d  and u n de r s t o o d  t hr ou g h o u t  the

7 e n g i n e e r i n g  and other professions. Nu m er ou s  p r o f e s s i o n a l

8 or ga n i z a t i o n s  and state licensing boards have taken steps to

g repeal their b a n s  on co m pe t i t i v e  bidding. 1/ In contrast, the

10 Alaskan Board has on several o cc a si on s r esist ed  a t t e m p t s  to

11 bring it into c om p li a n c e  with the ma n da t e of P r o f e s s i o n a l

12 Engineers. In December 1980, for example, d e f e n d a n t  Board voted

13 to ret ai n Rule 36.230(b), its ban on c om p et i t i v e  bidding,

14 despite the r e c o m m e n d a t i o n  of the Alaska A t t or n ey  G e n e r a l  that

15 it be repealed. During this same period, as part of its effort

16 D e p a r t m e n t  of J u s ti c e c o m m en ce d  an an ti tr ust i n v e s t i g a t i o n  which

17 led to this li ti gat ion. The D e pa r tm e nt  made e x t e n s i v e  effort s

18 to c o n t a c t  p r of e s s i o n a l  licensing boards to d e t e r m i n e  wh ether

19 they still en fo r ce d bans on c o mp e ti t iv e bidding, to d i s po s e of

20 this matter w i th o ut  r ec ou rse to suit. B eg in n in g  in Ap ri l 1982

21

22

and c o n t i n u i n g  thereafter, attorne ys  from the D e p a r t m e n t

23

24

25

26 

27

| 28

1/ E.g., Unit e d States v. A m er ic an  I ns titute of Architects,, 1972 
Trade Cas. ?73,981 (D.D.C. 1972) (consent decree). U n i t e d  St at es  
v. Amer ic a n S o c i et y  of Civil Engineers, 1972 T ra d e Cas. 1173,950 
(S.D.N.Y. 1972) (consent decree); and U n it ed  St at es v. A m e r i c a n  
In st i tu t e of C e r t i f i e d  P u bl i c Acc ountants, 1972 T r a d e  Cas. 1174 ,007 
(D.D.C. 1972) (consent decree). In May 1982, the We st  V i r g i n i a  
Board of A c co u n t a n c y  eli mi nated, among other things, a ban on 
co mp e t it i ve  b i d d i n g  after being advised the G o v e r n m e n t  w o u ld  
o t h e r wi s e sue (See a t t a c h m e n t  1).

:cr m  Oi3-l83 
2-0-76 d o ;
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>•153

c o n t a c t e d  the A t t o r n e y  G e n er a l of A l a s k a  or the Board on n u m e r o u s  

o c c a s i o n s  to d i s c us s  the Rule. The Alask : A t t o r n e y  G e ne r al  again 

a s k e d  the Board to repeal the Rule, but after h e a r i ng s  in Ju n e  and 

A u g u s t  the Board voted to retain it in S ep t em be r 1982,

In late September , the A s s i s t a n t  A t t o r n e y  G e n e r a l  in c h ar ge  of 

t he A n t i t r u s t  D i v i s i o n  a u t h o r i z e d  filing this lawsuit, p u r s u a n t  to 

the p o l i c y  of the A t t o r n e y  General, the D e p a r t m e n t  on Se pt e mb e r 23, 

1983 t e l e p h o n i c a l l y  c o n t ac t ed  the G o ve rn or, A t t o r n e y  G e n e ra l  of 

A l a s ka  and the B o ar d  to put all on nc ti ce of the D e p a r t m e n t ' s  

intent to sue a n d  to a f f o r d  all aff e ct ed  p a r ti e s a final 

o p p o r t u n i t y  to am en d the Rule wi th ou t the need of litigation.

S in c e no respons e was fort hc om ing, this suit was filed two weeks 

l a t e r .

Since the sui t was filed, the de f en d an t has c a us e d several 

s i g n i f i c a n t  del ay s in this litigation. B e c au s e the then A t t o r n e y  

G e ne r al  of A l as ka  in itia ll y cook the po si t io n  that he w o u l d  de cline 

to re p resent the Board, the G o v e r n m e n t  in October a g r ee d  to 

d e f e n d a n t ' s  re quest for a 20-day e x t e ns io n  of time to p e r mi t  it to 

seek new counsel. In November, the day after the Answer was filed, 

co unsel for the parties met in Washing to n,  D.C. to d i s c u s s  how to 

p r o c ee d  wit h this case. In order to ex pe di t e the case, the pa rties 

agreed, among other things, to e xc ha ng e p r o p o se d  s t i p u l a t i o n s  on 

De ce mb er 17, 1982 and so ad vi sed the court. The p l a i n t i f f  on 

D ecembe r 13 s e rv e d I n t e r r o g a t o r i e s  and a Requ es t for the P r o d u c t i o n  

of D o cu me nts upon de fe n da n t and on December 17 s e r ve d  its 

a g r e e d - u p o n  first draft of st ip uluwons,, Defenda nt , however,

- 6 -



•rsansel w a s  - o l d  o y  d e f e n d a n t  ’s W a s h i n g t o n ,  D.C . c o u n s e l . t h a t  the 

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

p r e p a r i n g  s t i p u l a t i o n s ;  l a t e r  t h e  G o v e r n m e n t  w as  a d v i s e d  t n a t  the 

n e w  A t t o r n e y  G e n e r a l  of A l a s k a  wa s c o n s i d e r i n g  a c h a n g e  o f  

c o u n s e l .  T o  'late, l e f e n d a n t  h a s  f a i l e d  to r e s p o n d  t o  the 

G o v e r n m e n t s  p r o p o s e d  s t i p u l a t i o n s  or f u l f i l l  its a g r e e m e n t  t o  

p r o p o s e  its o wn . O n  J a n u a r y  6, 1 9 S3 , the B o a r d  r e q u e s t e d  a 3 0 - d a y  

e x t e n s i o n  o n  d e f e n d a n t ' s  d i s c o v e r y  r e s p o n s e  d u e  o n  J a n u a r y  13, Th 

G o v e r n m e n t  a g r e e d  to a s h o r t e r  e x t e n s i o n  - to J a n u a r y  31.

C o n s i s t e n t  w i t h  L o c a l  Ru le  5 of t h e  D i s t r i c t  o f  A l a s k a ,  

- l a i n i f f ' s  c o u n s e l  c o n t i n u e d  t o  d i s c u s s  w i t h  d e f e n d a n t ' s  c o u n s e l  

w h e t h e r  a n s w e r s  to d i s c o v e r y  w o u l d  b e  f o r t h c o m i n g .  A s  l a t e  as 

J a n u a r y  19, 1983, c o u n s e l  for the d e f e n d a n t  r e p r e s e n t e d  t h a t  t h e y

i n t e n d e d  to  r e s p o n d  to p l a i n t i f f ' s  d i s c o v e r y  r e q u e s t s  b y  th e  

J a n u a r y  31 d u e  d a t e .  On  J a n u a r y  25, h o w e v e r ,  d e f e n s e  c o u n s e l  

r e v e r s e d  its p o s i t i o n  a n d  i n s t e a d  r e q u e s t e d  a c o n t i n u a n c e  o f  t h e  

c a s e  a n d  a s t a y  o f  all  d i s c o v e r y  for four o r  f i v e  m o n t h s  so  t h a t  

the A l a s k a  L e g i s l a t u r e  c o u l d  c o n s i i e r  e n a c t m e n t  o f  l e g i s l a t i o n  

w h i c h ,  a c c o r d i n g  to d e f e n s e  c o u n s e l ,  m i g h t  a f f e c t  the o u t c o m e  of 

t h i s  c a s e .  O t h e r  t h a n  to  say  t h a t  s u c h  l e g i s l a t i o n  c o u l d ,  

c o n c e i v a b l y ,  m o o t  this  c a se , d e f e n d a n t  h a s  f a i l e d  t o  f u r n i s h  

a d d i t i o n a l  i n f o r m a t i o n  a b o u t  t h i s  l e g i s l a t i o n ,  p r o v i d e  t h e  

G o v e r n m e n t  w i t h  a d r a f t  o r  o u t l i n e  o f  a n y  p r o p o s e d  l e g i s l a t i o n ,  o r  

c o m m e n t  o n  the p r o b a b i l i t y  as to w h e t h e r  it w i l l  be i n t r o d u c e d  

or e n a c t e d .  D e f e n d a n t  lias m o v e d  for a s t a y  n o t w i t h s t a n d i n g  t h e



i w o 1.. t h a t  L.1 th e \')6i-62 'jeision -..\j A l a s k a  L e g r e f u s e d  

to **nact l e g i s l a t i o n ,  i n t r o d u c e d  w i t h  p r a c t i t i o n e r  s u p p o r t ,  

w h i c h  w o u l d  h a v e  p r e c l u d e d  st a t e ,  b o r o u g h ,  and m u n i c i p a l  

p r o c u r e m e n t  o t f l e e r s  f r o m  u s i n g  c o m p e t i t i v e  b i d d i n g  for t h e  

p u r c h a s e 1 •:i a r c h i  tectur.il a n d  e n g i n e e r  lug s e r v i c e s .  T h i s  

s o — : a L i e d  " L i t t l e  b r o o k s  A c t ” p r o v i s i o n  of H o u s e  B i l l  No. 156 

•was if c o n s i d e r a b l y  n a r r o w e r  s c o p e  t h a n  t n e  L e g i s l a t i o n  for 

w h i c h  i e f e n d a n t  n o w  a p p a r e n t l y  h o p e s  b e c a u s e  it w o u l d  p r o h i b i t  

o n l y  c o m p e t i t i v e  b i d d i n g  in th e  p u b l i c  s e c t o r .

O n  J a n u a r y  23, 1 9 o 3  d e f e n d a n t  f i l e u  a M o t i o n  to S t a y  

P r o c e e d i n g s  w h i c h ,  in e f f e c t ,  s t a t e d  t h a t  a n s w e r i n g  d i s c o v e r y  

w o u l d  b e  f r u i t l e s s  s i n c e  tills C o u r t  m i g h t  g r a n t  t he  r e q u e s t e d  

s t a y .  As  a r e s u l t ,  o n  J a n u a r y  21, d e f e n d a n t  f a i l e u  t o p r o d u c e  

th e d o c u m e n t a r y  d i s c o v e r y  or i n t e r r o g a t o r y  a n s w e r s  it w a s  

o b l i g a t e d  to p r o v i d e  f i r s t  on  J a n u a r y  13 a n d  t h e n  o y  a g r e e m e n t  

o n  J a n u a r y  31. D e f e n d a n t  n e v e r  f u r n i s h e d  th a  d r a f t  s t i p u l a t i o n s  

d u e  o n  D e c e m b e r  17, 19 82.

Ill

A R G U M E N T

D e f e n d a n t  b e a r s  th e  b u r d e n  of s h o w i n g  t h a t  its p r o p o s e d  

f i v e  m o n t h  s t a y  o f  d i s c o v e r y  a n d  alJ o t h e r  p r o c e e d i n g s  is 

j ts ti f i e d  a n d  w i l l  no t h a r m  t h e  i n t e r e s t s  r e p r e s e n t e d  b y  

G o v e r n m e n t .  As th e U n i t e d  S t a t e s  S u p r e m e  C o u r t  s t a t e d  in L a n a i s  

v. N o r t h  A m e r i c a n ,  C o . , 2 9 9  U . S .  2 4 8  ( 1 9 3 6 ) ,  " t h e  s u p p l i a n t  for 

a s t a y  m u s t  m a k e  ou t  a c l e a r  c a s e  o f  h a r d s h i p  o r  i n e q u i t y  in 

b e i n g  r e q u i r e d  to go  f o r w a r d ,  if t h e r e  is e v e n  a fair
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s o m e o n e  e l s e , "  29 9  -J.o. at 25 5.  ; -.deed, in L a n d i  s t n e  S u p r e m e

C o u r t  m a d e  ; le ar t ha t " t h e  b u r d e n  m a k i n g  o u t  th e j u s t i c e  a n d  

vi snort of a d e p a r t u r e  f r o m  t he  b e a t e n  t r a c k  l a y  h e a v i l y  o n  

oe ti t ionorrs, euop.l i a n t s  for r e i i e r  . . . "  2 9 9  U.S.  a t  2 5 b±____________________   =—C--------------------------

( e m p h a s i s  s u p p l i e d ) .

G i v e n  t h e s e  s t a n d a r d s ,  t h e  c o u r t s  g e n e r a l l y  d i s f a v o r  s t a y s  

w h i c h  ten d to n e e d l e s s l y  d e p a r t  " f r o m  t h e  b e a t e n  t r a c k "  a n d  

G e l a y  the n o r m a l  c o u r s e  o f j u s t i c e .  L a n d i s , s u p r a , a t  2 5 4 - 5 5 ;  

r i l t r o l  Co r p .  v. K e l l o h e t , 4 6 7  F . 2 d  242, 2 4 4 - 4 5  (9t.n C i r .  19 72) , 

c? r t .  d e n i e d , 4 0 9  U . S .  l l l U  ( 1 3 7 3 ; ,  c i t i n g  C M  AX, Inc. v. H a l l , 

3 00  F . 2 d  265 (9 th  C i r .  1 9 6 2 ) .  Se e a l s o , M c D o n n e l l  v. T a b a h , 297 

F. 2 d  73 1  (2d C i r .  1 9 6 1 ) ;  Drue::mar, F o r s y t h  F u r n i t u r e  L i n e s , 22

F . 2 d  5 9  (4th C i r .  1 9 2 7 ) ;  9 ?. P o c r e  u £. K o e b e r ,  C y c l o p e d i a  o f  

F e d e r a l  P r o c e d u r e  §§ 2 3 . 0 1 - 2 8 . 1 2  (3d e d . 1 9 6 7  ). C o n s e q u e n t l y ,  a 

d e f e n d a n t  a p p l y i n g  for a s t a y  h a s  a h e a v y  b u r d e n  o f  s h o w i n g  t h e  

s t a y  is j u s t i f i e d  s i n c e ,  as  J u d g e  F l a n n e r y  h e l d  in L l l s b e r g  v.

Mi t e n s 1 1 , 35 3 F. S u m p .  515, 5 1 7  ( D . D . L .  1 9 7 3  ), a p l a i n t i f f  h a s  

t he  r i g h t  to p r o s e c u t e  h i s  c a u s e  of a c t i o n  w i t h o u t  d e l a y .  S e e  

al s o ,  D e l l i n g e r  v. M i t c h e l l , 4 4 2  F .2d 7 8 2  (D.C. C i r .  1 9 7 1 ) .

T h i s  p r i n c i p l e  is p a r t i c u l a r l y  t r u e  in a c a s e  s u c h  as t h i s  w h e r e  

the G o v e r n m e n t  is s u i n g  in t h e  p u b l i c  i n t e r e s t  to e n f o r c e  

w e l l - d e f i n e d  a n d  c o n s i s t e n t l y  a p p l i e d  f e d e r a l  law.

_  Q  _

- o rm  C 3D - 1 E 3  
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D e f e n d a n t  m s  ioc not  t h i s  ieavy our.ion. I n d e e i ,  : e r s u u a n r  

:.is no t  o v e n  s h o w n  t h a t  a s t a y  of d i s c o v e r y  a n d  o t h e r  

p r o c e e d i n g s  " m a k e s  g r e a t  s e n s e  a n d  o f f e r s  t h e  b e s t  r o u t e  to mi 

e f f i c i e n t  r e s o l u t i o n  of Liie c a s e .  •* ( D e f e n d a n t ' s  M e m o r a n d u m  In 

S u p p o r t  .'it d ) . A  f i v e  m o n t h  d e l a y  1:1 j c a s e  d e a l i n g  wiz:i per 

se  i l l e g a l i t y  w h e r e  d i s c o v e r y  lias a l r e a d y  s t a r t e d ,  w h i c h ,  

a c c o r d i n g  to d e f e n d a n t  ( M e m o r a n d u m  In S u t p o r t  at 5) "is n o t
” <r

e s p e c i a l l y  c o m p l e x  as  a f a c t u a l  m a t t e r , "  a n a  w h e r e  d i s c o v e r y  

w i l l  be n e c e s s a r y  r e g a r d l e s s  o f  l e g i s l a t i v e  a c t i o n  is h a r d l y  

" e f f i c i e n t " .  M o r  d o e s  it m a k e  " g r e a t  s e n s e "  t o  p e r m i t  a s t a t e  

b o a r d  c o m p r i s e d  o f p r a c t i t i o n e r s  t o  m a i n t a i n  a n a  e n f o r c e  n 

p r i c e  b a n  for t h e i r  o w n  b e n e f i t  at th e e x p e n s e  o f  t h e  A l a s k a n  

e c o n o m y .  R a t h e r ,  the f a c t s  i n d i c a t e  t h a t  g r a n t i n g  t n e  p r o p o s e d  

s t a y  w o u l d  b e  i n e q u i t a b l e ,  h a r m f u l  to the p u c i i c ,  a n d  a 

n e e d l e s s  w a s t e  o f  t i m e .  T h e  e f f i c i e n t  w a y  t o  h a n d l e  t h i s  c a s e  

is to g e t  o n  w i t h  it, to a n s w e r  d i s c o v e r y ,  e n d  t o  s u b m i t  m o t i o n s  

f o r  s u m m a r y  j u d g m e n t .

A . D e f e n d a n t  H a s  N o t  S h o w n  r 1.e ar  H a r d s h i p

or I n e q u i t y  In 3 e m u  R e q u i r e d  T o  O o  F o r w a r d

D e f e n d a n t  h a s  n o t  m e t  the h e a v y  b u r d e n  it b e a r s  u n d e r  

L a n d i s  o f  s h o w i n g  h a r d s h i p  or i n e q u i t y  in g o i n g  f o r w a r d  w i t h  

t h i s  c a s e .  I n d e e d ,  its m o v i n g  p a p e r s  a r e  t o t a l l y  d e v o i d  of a n y  

s h o w i n g  o f  h a r d s h i p  or i n e q u i t y  in r e s p o n d i n g  to th e  

G o v e r n m e n t ' s  d i s c o v e r y  r e q u e s t s .  T n i s  f a i l u r e  in a n d  o f  i t s e l f  

r e q u i r e s  d e n i a l  o f  d e f e n d a n t ' s  m o t i o n ,  p u t t i n g  a s i d e  for the 

m o m e n t  t h e  fact m a t ,  as d i s c u s s e d  b e l o w ,  a n y  c o l o r a b l e  c l a i m

- 10 -



of h a r  :s;*.ip b y  ie f o n d a n t  v o u L d  b e  :ut..e >•/ t n e  s i jr. 1 i 1 c a n t

h a r m  to :r.e p u b  Lie c a u s e d  b y  c o n t i n u i n g  t n e  c o m p e t i t i v e  b i d d i n g  

o.n n .

T h a t  p r o c e e d i n : j  w i t h  this l i t i g a t i o n  w o u l d  ict g i v e  r i s e  to 

a n y  c o g n i z a b l e  h.ir-iship ar i n e q u i t y  is e v i d e n c e d  b v  the f a c t  

th a t ,  u n t i l  t h i s  n o t i o n  w a s  fi led, tr.e p a r t i e s  w e r e  p r o c e e d i n g  

wit.n a m u t u a l l y  a g r e e d  u p o n  d i s c o v e r y  s c h e d u l e  w h i c h  w o u l d  h a v e  

b r o u g h t  t h i s  octse to r e s o l u t i o n  v;ithin the v e r y  fi ve  m o n t h  

p e r i o d  f o r  w h i c h  d e f e n d a n t  no w  s e e k s  a s t a y .  T h e  p a r t i e s  h a d

n o t i f i e d  tne C o u r t  of t h i s  sc he dul , an a  p l a i n t i f f  h a d

u n d e r t a k e n  to s e r v e  d i s c o v e r y  r e q u e s t s  a n d  p r o p o s e d  

s t i p u l a t i o n s .  T h a t  d e f e n d a n t  s u d d e n l y  i e c i d e o ,  o n  t h e  e v e  of 

its d e a d l i n e  for c o m p l y i n g  w i t h  d i s c o v e r y  r e q u e s t s ,  t h a t  g o i n g

f o r w a r d  w i t h  t h i s  c a s e  wa s  a " p o t e n t i a l l y  u n n e c e s s a r y

e x p e n d i t u r e  o f  r e s o u r c e s "  ( M o t i o n  at 2) s u g g e s t s  t h a t  t h e  

p r o p o s e d  st.av w a s  n ot  s o  m u c h  n e e d e d  t o  p r e v e n t  " h a r d s h i p "  or 

" i n e q u i t y "  as to  d e l a y  s o m e  e m b a r r a s s i n g  d i s c o v e r y .

W e i g h i n g  t h e  e f f e c t s  of the s t a y  o n  t h e  g o v e r n m e n t ' s  

i m p o r t a n t  law e n f o r c e m e n t  i n t e r e s t s  in p r o s e c u t i n g  t h i s  ca se,  

t h e r e  cars be n o  d i s p u t e  that  the  s t a y  w o u l d  d i s r u p t  a n d  

p r o t r a c t  p r e t r i a l  p r o c e e d i n g s  a l r e a d y  u n d e r  way, w o u l d  p u t  o f f  

m o t i o n s  for s u m m a r y  j u d g m e n t  a n d  w o u l d  p r e c l u d e  a n y  s e t t l e m e n t  

d i s c u s s i o n s .  P l a i n t i f f  h a s  a l r e a d y  m a d e  c o n s i d e r a b l e  e f f o r t  to 

s e r v e  r e a s o n a b l e  d i s c o v e r y  r e q u e s t s  a n d  d e f e n d a n t  c o n c e d e s  t h a t  

it c o u l d  r e s p o n d  to t h a t  d i s c o v e r y  on 15 d a y s '  n o t i c e .  

( M e m o r a n d u m  In  S u p p o r t  a t  6, n . 3 ) .  G i v e n  t h a t  t h e  m a i n
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d i s c o v e r y  c a n  b e  c o m p l e t e d  ir. a s n o r t  time, it c a n n o t  i m p o s e  

iuc:i b u r d e n  o n  d e f e n d a n t  to :o f o r w a r d  w i t n  d i s c o v e r y  r e s p o n s e s  

it w a s  o r i g i n a l l y  o b l i g a t e d  to p r o v i d e  ov m i d - J a n u a r y .

O n  the o t h e r  h a n d ,  if d e f e n d a n t  is p e r m i t t e d  t o  w i t n h o l u  

it s d i s c o v e r y  r e s p o n s e s  and, as h a p p e n e d  in th e p a s t ,  it d o e s  

n o t  o b t a i n  t h e  c o m p l e t e  l e g i s l a t i v e  r e l i e f  it n o p e s  tor, t.ie 

o r e j r e s s  of t h i s  ca se  w i l l  h a v e  b e e n  s e r i o u s l y  s l o w e d  a n d  

p l a i n t i f f ' s  e f f o r t s  to e x p e d i t e  t r i a l  p r e p a r a t i o n  

i n a p p r o p r i a t e l y  f r u s t r a t e d .  T h u s ,  th e o n l y  r i s k  o f  " h a r d s h i p "  

•or " i n e q u i t y "  a t t e n d a n t  to d e f e n d a n t ' s  m o t i o n  o c c u r s  if the 

s t a y  is g r a n t e d .

F i n a l l y ,  it is c l e a r  that i n  a ny  w e i g h i n g  or t h e  e q u i t i e s  

in t h i s  m a t t e r ,  d e f e n d a n t  has f a i l e d  to s u s t a i n  i t s  b u r d e n  

u n d e r  L a n d i s .  I n d e e d ,  i n c o n v e n i e n c e  to d e f e n d a n t  r e s u l t i n g  

f r o m  g o i n g  f o r w a r d  w i t h  th is  cr.se is of d e f e n d a n t ' s  o w n  

m a k i n g .  D e f e n d a n t  h a s  h a d  ove:: f o u r  y e a r s  to s e e k  the 

l e g i s l a t i o n  it is n o w  p r o p o s i n g ,  a n d  yet, d e s p i t e  c l e a r  n o t i c e ,  

d i d  n o t  d o  s o.  M o r e o v e r ,  d e f e n d a n t  ca n  h a r d l y  c l a i m  s u r p r i s e  

a t  t h e  i n s t i t u t i o n  of t h i s  l i t i g a t i o n ,  h a v i n g  at l e a s t  t h r e e  

t i m e s  s i n c e  t h e  S u p r e m e  C o u r t ' s  d e c i s i o n  in P r o f e s s i o n a l  

E n g i n e e r s  d i s r e g a r d e d  t h e  a d v i c e  of the A t t o r n e y  G e n e r a l  of 

A l a s k a  to r e p e a l  its c o m p e t i t i v e  b i d d i n g  b a n .  F i n a l l y ,  h a v i n y  

a l r e a d y  c a u s e d  t w o  l e n g t h y  d e l a y s  in t h i s  c a s e  a n d  a p p e a r i n g  in 

d e f a u l t  o n  i ts  d i s c o v e r y  o b l i g a t i o n s ,  2/ d e f e n d a n t  c a n

2/ S e e  P l a i n t i f f ' s  M o t i o n  F o r  O r d e r  C o m p e l l i r  • D i s c o v e r y ,  f i l e d  

F e b r u a r y  14, 1 9 8 3 .
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h a r d l y  be said to suffer " in e qu it y if o r d e r e d  to p r o c e e d  in this 

case." L a n d i s , 299 U.S. at 255-56.

3. T he  P r o p o s e d  Stay W o u l d  H a r m  The P u b l i c

Even if the Co urt found some h a r d s h i p  or i n e q u i t y  to d e f e n da n t 

in ha vi n g  to go fo rward with this liti gation, d e f e n d a n t  clear ly  has 

not s u s t a i n e d  its h e a v y  burden given the d e m o n s t r a b l e  harm the 

p u b l i c  would suffer f r o m  the p r o p o s e d  stay.

The S u p r e m e  Court in P r of e s s i o n a l  E n g i n e e r s  he ld  that bans like 

A l a s k a ' s  are illega l per se under SI of the S h e r m a n  Act because 

v'ey ine vi ta bly cause serious e c on o m i c  harm. V  T h e y  severe ly  

in bit the wa y ar chitects, p r o f e s s i o n a l  en gi ne er s , and land 

su rv e yo r s w ou l d o t h e r w i s e  compete. T h e y  p r e v en t c o n s u m e r s  from 

r ec ei ving and p r a c t i t i o n e r s  from  givin g c o m p e t i t i v e  bids. They 

i n e v i t a b l y  raise prices, add to inflation, and m i s a l l o c a t e  

resources.

Such r e s t r i c t i o n s  are illegal per se b e c a u s e  th e y transg re ss  

the f un da me ntal n a t i o na l  po li c y  of free c o m p e t i t i o n  wh i ch  

P r o f e s s i o n a l  E n g i n e e r s  r e co nf irmed is e m b o d i e d  in the Sh erman Act:

The S h e rm a n Act reflects a l e g i s l a t i v e  ju dg ment 
that u l t i m a t e l y  c o m p e t i t i o n  will not only p r o d u c e  lower 
prices, b u t  also better g o od s  and services. "The heart 
of our na t i on a l e c o no m ic  p o li c y long has been f ai th  in 
the va lu e of com pe tit ion." S t a nd a rd  Oil Co. v. FTC, 340 
U.S. 231, 248. T h e  a ss u mp t io n that c o m p e t i t i o n  is the 
best m e t h o d  of a l l o c a t i n g  resourc es  in a free mark et 
recog ni ze s that all elements of a b a r ga i n —  quality, 
service, safety, and du rab il i ty  —  and not just the 
immediate cost, are f av or ably a f f e c t e d  by the free 
o p p o r t u n i t y  to s e l e c t  among a l t e r n a t i v e  offers. Even

3/ T h e  S u pr e me  Court confir me d in r atalano, Inc. v. T a r g e t  Sales, 
T n e . ,  446 U.S. 643, 647 (1960), that c o m p e t i t i v e  b i d d i n g  bans are 
per se i l l e g a l .
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as su m in g  o c c a s i o n a l  excep tions to the p r e s u m e d  c o n­
sequ en ces of competi ti on , the s t a t u t o r y  p o l i c y  pr e cl ud es  
inquiry into the q u e s t i o n  wh ether c o m p e t i t i o n  is good 
or bad. 435 U.S. at 695.

As J u s t i c e  B l a c km u n c o g e n t l y  sta te d in his c o n c u r r i n g  o p i n io n  in

P r o f e s s i o n a l  E n g i n e e r s :

As  p e ti t i o n e r  concedes, 5 11 (c) [the 
c o m p e t i t i v e  bidding ban] forbids any 
s i m u l t a n e o u s  c o n s u l t a t i o n  b e t w e e n  a cli en t 
a n d  s e v er al  engineers, even w h e r e  the client 
p r o v i d e s  complete i n f o r m a t i o n  to ea ch  about 
the s co pe  and nature of the d e s i r e d  p r o j ec t  
b e f o re  re q ue s ti n g price in f or ma tion. To secure 
a price est i ma t e on a pro je ct , the client must 
p u r p o r t  to engage a s i n gl e  engineer, and so 
long as that engag e me n t c o n t i n u e s  no other 
memb er  of the So ci et y  is p e r m i t t e d  to discuss 
the p r o j e c t  with the c lient in order to provide 
c o m p a r a t i v e  price information. T h o u g h  5 11 (c) 
do es  not fix prices di rectly,  and though the 
c us to mer retains the op ti on of r e j e c ti n g a 
p a r t i c u l a r  enginee r' s offer and b e g i nn i ng  
n e g o t i a t i o n s  all over again wi th  another 
engineer,  the forced pr oc e s s of se qu en ti a l 
s e ar c h i ne v it ab l y increases the co st  of 
g a t h e r i n g  price information, and hence will 
da mp en  p r i c e  competit io n,  w i t h o u t  any c a l i b r a t e d 
role to pl ay in p r e v e n t i n g  u n i n f o r m e d  b i d s .
435 U.S. at 693-700 (emphasis added; ci ta ti on 
o m i t t e d ).

Desp i te  this clear precedent, d e f e n d a n t  has c o n t i n u e d  to 

a c t i v e l y  monitor c o m p l i a n c e  with its ban on c o m p e t i t i v e  

bidding. As r e c en t ly  as October 1982, s h o r t l y  after the filing 

of the Complaint, W a l l a c e  Wellenst ei n,  a mem be r of de f e nd a nt  

board, ap p ro a c h e d  the An ch o ra g e School Boa rd on behalf of 

d e f e n da n t and i nd i ca t ed  that pr o cu r e m e n t  r e g u l a t i o n s  the School 

B o a r d  was co ns i d e r i n g  e na ct ing would violat e d e f e n d a n t ' s  

c o m p e t i t i v e  b i d d i n g  ban. In March 1982, sev er a l me m be r s of 

de f en d an t  c on t ac te d  the Ad mi nistrator of the C i t y  of Sitka and

- 14 -
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told h i m  that Sitka, by  re q ue s t i n g  b i d s  on an a d d i t i o n  to the 

city library,  was in v i o l a t i o n  of d e f e n d a n t ' s  rules and was 

m a ki n g "outlaw s"  of d e f e n d a n t ' s  c e r t i f i c a t e  of r e g i st r at i on  

holders. T h e s e  two i nc idents in d ic at e  that the Bo ar d intends to 

c o n t i n u e  to e n f o r c e  c o m p l i a n c e  with the Rule. N o t h i n g  in 

d e f e n d a n t ' s  m o v i n g  p a p e r s  suggest an yt h in g  to the contrary.

F u r t h e r m o r e ,  even  if d ef enda nt  did not a c t i v e l y  en fo rc e  

tho R u l e  duri ng  the stay, the c o n t i n u e d  pr es e nc e  of the Rule  

alone w o u l d  e f f e c t i v e l y  deter c o m p e t i t i v e  b i d d in g  and hence 

p e r s is t  in d e p r i v i n g  the peo pl e in A l a s ka  of the b e ne fi ts of 

co mpetit io n.  For e xampl e,  p r a c t i t i o n e r s  fr e qu e nt ly  cite 

d e f e n d a n t ' s  b a n  t'' d i s c o u r a g e  p u r c h a s e r s  who ask for c o m pe t it i ve  

bids. S u b s e q u e n t  to the filing of the Co mplaint, Ha rl e y 

H i gh t ow e r,  r e p r e s e n t i n g  the A l a s ka  Chapt er  of the Am er i ca n  

I n s t it u te  of A r c h i t e c t s ,  urged the A n c h o r a g e  Scho ol  Board not to 

adopt r e g u l a t i o n s  w h i c h  would have a u t h o r i z e d  the use of 

c o m p e t i t i v e  b i d d i n g  in the p r o c u r e m e n t  of a r c h i t e c t u r a l  and 

e n g i n e e r i n g  s e r v i c e  in part b e c a u s e  " p r e s e n t l y  the state law 

p r o h i b i t s  a r c h i t e c t s  and engineers from bi dd i ng  so we would be 

in v i o l a t i o n  of laws eve n though this law has been ch a ll e ng ed  

. . . ." (See A t t a c h m e n t  2).

Hence, if the stay is gr ant ed the d e fe nd a n t ' s  Rule will 

c o n t i n u e  to h a r m  the p u b l i c  for at least another five months, 

pe rh ap s longer, despite the S u p r e m e  Courts' ruling n e ar l y five 

years ago that the p r a c t i c e  was illegal per se under the Sh er ma n 

Act. In sum, the G o v e r n m e n t  r e s p e c t f u l l y  submits that w it h
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regard to this p r o p os ed  stay, as was the case in L a n d i s ( 

■[r]elief so d r a s t i c  and unusual o v e r p a s s e s  the l i m i t s  of any 

r e a s o n a b l e  need, at least upon the showinr. made w h e n  the m otio n 

was s u b mi t te d. "  299 U.S. at 257. A p r o c e e d i n g  at e q ui ty  should 

not b e c o m e  an instrum en t  for pr iv at e gain by thos e p r a c t i t i o n e r s  

who se e k by their motion to extend the life of the p r i c e  b i d di n g 

ban.

C. A S t a y  B a s e d  On  S u c h  U n c e r t a i n  C i r c u m s t a n c e  Is
I n a p p r o p r i a t e  And W o u l d  N e e d l e s s l y  D e l a y  T h e  C a s e

W i t h o u t  discuss in g  the content or l i ke l ih oo d  of p a s s a g e  of 

legislation, de fe n d a n t  fo re ca st s even t s which will p u r p o r t e d l y  

obviate the need for the G o v e r n m e n t ' s  re quested  relief. At a 

minimum, the f o ll ow i ng  s eque nc e of eve nt s would  have to occur 

under d e f e n d a n t ' s  scenario: (1) Som e on e  will s o m e t i m e  in the

future introduce le g is l a t i o n  in the A l a s k a  L e g i s l a t u r e  which 

will r e q u i r e  the Board to p r om u l g a t e  a rule i de nt ical to its 

p r e s e n t  ban on c o m p e t i t i v e  bidding; (2 ) that l e g i s l a t i o n  will 

be e n a c t e d  p r o m p t l y  and wi th out any s i g n i f i c a n t  a m e n d m e n t  or 

revision; (3) the G overno r of Alaska will sign suc h a bill; and 

(4) on the basis of that le gi s la ti o n this Court, after an 

a p p r o p r i a t e  hearing, will then c o n cl u de  that C a l i f o r n i a  Re ta il  

Liquor Dea l er s Assn. v, Mid-Cal Aluminum, I n c . , 445 U.S. 97 

(1980), is co n tr ol ling and that this case is moot. 4/

4/ M i d c a l  pr ov i de s  that there are "two s t an d a r d s  for a n t i t r u s t  
I m m u n i t y  under P arker  v. B r o w n . First, the c h a l l e n g e d  r es t ra in t 
must be  'one c l e a r l y  a r t i c u l a t e d  and a f f i r m a t i v e l y  e x p r e s s e d  as 
state policy'; second, the pol ic y must be 'ac ti vely supervised' by 
the S t a t e  itself.'" 445 U.S. at 105 (citation omitted).
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4 II
This is too u n c e r t a i n  and s p e c u l a t i v e  a basis  for s t a yi ng  this 

litigation.

T h e  fact that the Board  has been on notice of the a n t i tr u st  

de fi c i e n c i e s  in its c o m p e t i t i v e  bid d in g  ban for over four y e a r s  and 

that the L e g i s l a t u r e  has a l r ea d y re fu se d to enact an even less 

r e s tr ic t iv e  s t a t u t e  than the one the Board now seeks ms kes 

d ef e n d a n t ' s  ho pe d for le g is l a t i v e  b a il o ut  all the more 

speculature. T he  arg u m en t that such l eg i sl at i on  would pass is 

p r ed i c a t e d  on the a s s u m p t i o n  thac, c o n t ar y  to the e x p e r i e n c e  of the
: * “ _ • i

last l e g i s l a t i v e  session, the l eg i sl a t u r e  will vote to e l i m i n a t e  

the p o s s i b i l i t y  for p u b l i c  and p r i va te  p u r c h a s e r s  to reduce the 

costs they pa y  for ar c hi t ec t ur al ,  engin ee ri ng, and land su r ve y in g 

s ervice s through c o m p e t i t i v e  bidding. 5/

5/ T h e  t en uo usness of that a s s u m p t i o n  is also e v i d e n c e d  by  the 
t es t im on y of C h a r l e s  Torkko, P r e s i d e n t  of the C o n s u l t i n g  E n gi ne er 
Co un c il  of A l a s k a  and one of the major p r o p o n e n t s  of the "L it t le  
Br ooks Act" p r o v i s i o n  at the last le gi sl a ti ve  session, c o n c e r n i n g  
the pr o po s ed  repeal of the Rule:

[0 ]ne of the d i f f i c u l t i e s  that we faced [in ge tt ing 
Che Lit tl e Brooks Act enacted] was State a d m i n i s t r a t i v e  
pr e ss u re  on the l e gi s l a t u r e  that d e ma nd ed  from the 
G o v e r n o r ' s  Offic e an a l te r na ti v e to the final p r o c e d u r e  
for sequen t i al  n e g o t i a t i o n s  wi t h the topped rank firm.
If those failed, they d emand ed  that there wo u ld  be an 
optio n for c o n c u r r e n t  ne g ot i a t i o n s  wi th  the three cop 
firms. W e  felt that this was in vio lation  of the c o n c e p t  
and the r e g u l a t i o n s  and the intent of the ef fo rt s that 
we  have been w o r k i n g  for the State of Alaska  and cjul d 
not support  that."

- 17 -
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1
In sum, in these c i r c u m s t a n c e  it is i n a p p r o p r i a t e  to stay

2
l i t i g a t i o n  on the mere po ss i b i l i t y  that c o n t r o v e r s i a l  l e gi s l a t i o n

3
wi ll  s o m e d a y  be  enacted; moreover, given the rec en t  e x p e r i e n c e  in

4
the leg is l at u re  it is clear that there is no s u b s t a n t i a l  .likelihood

5
that d e f e n d a n t ' s  hoped for leg islatio n will be passed.

6
Even  if le gi s l a t i o n  c o mp le t el y  forb id di ng c o m p e t i t i v e  bidd i n g

7
b y  all en gi neers, s u r v ey o rs  and arc hi t ec ts  is enacted, it is not at

8
all clear that this suit will be a u t o m a t i c a l l y  mooted. At the ve ry

9
least p l a i n t i f f  wo uld be entitled to a sc er t ai n  th ro ug h d i s c o v e r y

\ 10 wh ether the d e f e n d a n t ' s  conduct is a ll egedly illegal a c t i v i t y  has

11
ind eed be e n •immunized". Thus it seems that the only cer t ai n

12
result of granti ng  a s t a y  would be to delay thit li ti gat ion.

13

i  14
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C O N C L U S I O N

D e f e n d a n t  has not met its bur de n  of showing that the p r o p o s e d  

stay is justified, indeed, there  is no good reas o n to stay 

p r o c e e d i n g s  and p l a i n t i f f ' s  di sco v er y.  D e f e n d a n t ' s  m o t i o n  sho uld 

t h e r e fo r e be denied.

IV.

Dated: F e b r u a r y  14, 1983

R e s p e c t f u l l y  submitted,

C A R O L Y N 5 A V I S

Attor n ey s , Unit ed  Stat es 
Depart m en t  of J u s t i c e  

10th & C o n s t i t u t i o n  Ave., N.W, 
W a s h i n g t o n ,  D.C. 20530 
T e l e p h o n e  - (202) 633-2582
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U N I T E D  S T A T E S  D I S T R I C T  C O U R T  
D I S T R I C T  OP A L A S K A

OCT. 121982

U N I T E D  S T A T E S  C ?  A M E R I C A c.

• Civile No

P l a i n t i f f
Filed:

v. .

A L A S K A  B O A R D  OP  R E G I S T R A T I O N  
FOR A R C H I T E C T S , E N G I N E E R S ,  A N D  
L AN D  S U R V E Y O R S ,

15 U.S.C. §1 (Anti t r u s t  V i o­
lat i o n  Al le g ed )

D e f e n d a n t
15 U.S.C. §4 (Equit a b l e

R e l i e f  Sought)

C O M P L A I N T
//

T h e  U n i t e d  S t a t e s  of A m e r i c a ,  p l a i n t i f f ,  by its a t t o r n e y s *  

a c t i n g  u n d e r  t h e  d i r e c t i o n  of the A t t o r n e y  G e n e r a l  of the 

U n i t e d  S t a t es , b r i n g s  thi s c i v i l  a c t i o n  to o b t a i n  e q u i t a b l e

1. T h i s  c o m p l a i n t  is f i le d  un d er  S e c t i o n  4 of the S h e r m a n  

Act, as a m e n d e d  (15 U. S. C. §4), in o r d e r  to prevent' and T 

r e s t r a i n  the c o n t i n u i n g  v i o l a t i o n  by the defen d an t , as 

h e r e i n a f t e r  al l e ge d,  of S e c t i o n  1 of sa i d Act (15 U.S.C. §1).

2. T h e  d e f e n d a n t ,  A l a s k a  B o a r d  of R e g i s t r a t i o n  for 

A r c h i t e c t s ,  E n g i n e e r s ,  and L a n d  S u r v e y o r s  ( h e r e i n a f t e r  r e f e r r e d  

to a s  the "Board"), m a i n t a i n s  its p r i n c i p a l  office, t r a n s a c t s  

b u s i n e s s  a nd  is found w i t h i n  the D i s t r i c t  of Al as ka.

r e l i e f  a g a i n s t  the a b o v e - n a m e d  d e f e n d a n t  and c o m p l a i n s  and 

a l l e g e s  as follows:

I

J U R I S D I C T I O N  AND V E N U E

II

D E F E N D A N T

.3. T h e  B o a r d  is m a d e  the d e f e n d a n t  herein. The Board is 

c o m p r i s e d  of p r a c t i c i n g  a r c h i t e c t s ,  p r o f e s s i o n a l  e n g i n e e r s ,  and 

lane s u r v e y o r s  anc is o r g a n i z e d  a nd e x i s t s  un de r S e c ti on  3 of



C h a p t e r  179 of the 197 2 S e s s i o n  La w s  of A l a s k a ,  as a m e n d e d  

( A l a s k a  i tu t es  § 08 . 4 8 . 0 1 1  et s e g . ). The B o a r d  m a i n t a i n s  its 

p r i n c i p a l  o f f i c e  in Jun e au ,  Al as ka.

%

III

C O - C O N S P I R A T O R S

4. V a r i o u s  o t h e r  p e r s o n s  n ot  m a d e  d e f e n d a n t s  h e r e i n  h a v e  

p a r t i c i p a t e d  as c o - c o n s p i r a t o r s  w i t h  the d e f e n d a n t  in the 

v i o l a t i o n  h e r e i n a f t e r  a l l e g e d ,  a n d  h a v e  p e r f o r m e d  a c t s  and h a v e  

m a d e  s t a t e m e n t s  in f u r t h e r a n c e  thereof .

IV

T R A D E  A N D  C O M M E R C E
I
n

-$ZOO
5. T h e r e  are a p p r o x i m a t e l y  2100 a r c h i t e c t s ,  p r o f e s s i o n a l  

e n g i n e e r s  an d lanvu s u r v e y o r s ,  m o r e  than o n e - h a l f  of w h o m  are 

r e s i d e n t s  of s t a t e s  o t h e r  .than A l a s k a ,  l i c e n s e d  to p r a c t i c e  in 

A l a s k a .  T h e s e  p e r s o n s  p r o v i d e  a r c h i t e c t u r a l ,  p r o f e s s i o n a l  

e n g i n e e r i n g  or land s u r v e y i n g  s e r v i c e s  to i n d i v i d u a l s ,  p r i v a t e  

b u s i n e s s e s  a n d  g o v e r n m e n t a l  e n t i t i e s  in A l a s k a .  T h e s e  s e r v i c e s
r

i n c l u d e  the desi gn , s t u d y  and s u p e r v i s i o n  of the c o n s t r u c t i o n  

of b u i l d i n g s ,  roads, b r i d g es ,  dams, i n d u s t r i a l  p l a n t s  and oth er  

s t r u c t u r e s .  Ov e r  $17 mill ion'dollar's a re  sp en t  a n n u a l l y  by 

A l a s k a  r e s i d e n t s  and g o v e r n m e n t a l  e n t i t i e s  for such s er vi ces.

6 . The B o a r d  is the sole l i c e n s i n g  a u t h o r i t y  for the 

p r a c t i c e  of a r c h i t e c t u r e ,  p r o f e s s i o n a l  e n g i n e e r i n g  and lan d 

s u r v e y i n g  in the S t a t e  of Al as ka. The B o a r d  a d m i n i s t e r s  

w r i t t e n  e x a m i n a t i o n s  and o t h e r w i s e  s u p e r v i s e s  the 

q u a l i f i c a t i o n ,  c e r t i f i c a t i o n  a nd  r e g i s t r a t i o n  for p r a c t i c e  

w i t h i n  the S t a t e  of A l a s k a  of r e s i d e n t  a n d  n o n r e s i d e n t  

a r c h i t e c t s ,  p r o f e s s i o n a l  e n g i n e e r s ,  l a n d  s u r v e y o r s  and 

c o r p o r a t i o n s  o f f e r i n g  a r c h i t e c t u r a l ,  p r o f e s s i o n a l  e n g i n e e r i n g  

or l a n d  s u r v e y i n g  s e r v i c e s .  Up on  p a y m e n t  of a fee, the



B o a r d  a n n u a l l y  i s s u e s  c e r t i f i c a t e s  of r e g i s t r a t i o n  to all 

p r o p e r l y  c e r t i f i e d  or r e g i s t e r e d  a r ch i te c ts , p r o f e s s i o n a l  

e n g i n e e r s ,  a n d  land s ur v ey or s .

V

7. It is u n l a w f u l  in A l a s k a  for i n d i v i d u a l s  to p r a c t i c e  or 

o f f e r  to p r a c t i c e  the p r o f e s s i o n  of a r c h i t e c t u r e ,  p r o f e s s i o n a l  

e n g i n e e r i n g  or land s u r v e y i n g ,  or to r e p r e s e n t  that t h e y  are 

a r c h i t e c t s ,  p r o f e s s i o n a l  e n g i n e e r s  or la nd  s u r v e y o r s  u nles s 

they h a v e  b e e n  p r o p e r l y  c e r t i f i e d  or r e g i s t e r e d  by the Board 

and h o l d  a c u r r e n t  3 o a r d  c e r t i f i c a t e  of r e g i s t r a t i o n  to 

practice- a r c h i t e c t u r e ,  p r o f e s s i o n a l  e n g i n e e r i n g  or land 

s u r v e y i n g  in Alaska .

8 . The B e a r d  c o n s i s t s  of n i n e  m e m b e r s  a p p o i n t e d  to
y

s i x - y e a r  t e r m s  by the G o v e r n o r  of Alaska. Three of the Board 

m e m b e r s  m u s t  be a r c h i t e c t s ,  one mu s t be a land su rvey or , two 

mu st  be  c i v i l  e n g i n e e r s ,  o ne m u s t  be a m i n i n g  e ng inee r,  and two 

must be e n g i n e e r s  f r o m  o t h e r  b r a n c h e s  of the e n g i n e e r i n g  

p r o f e s s i o n .  Board m e m b e r s  m u s t  hav e b e e n  r e s i d e n t s  of A l a s k a  

for at least three c o n s e c u t i v e  y e a r s  b e f o r e  their 

a p p o i n t m e n t s .  B o a r d  m e m b e r s  must hold Board c e r t i f i c a t e s  off 

r e g i s t r a t i o n  and h a v e  a m i n i m u m  of five y e a r s  of p r o f e s s i o n a l  

p r a c t i c e  in their  r e s p e c t i v e  fields. W h i l e  s e r v i n g  their 

m e m b e r s h i p  terms, B o a r d  m e m b e r s  may, and do, c o n t i n u e  to e n g a g e  

in t h e  p r a c t i c e  of a r c h i t e c t u r e ,  p r o f e s s i o n a l  e n g i n e e r i n g  or 

land s u r v e y i n g  in A l a s k a .  Board m e m b e r s  a re  c o m p e n s a t e d  on a 

pet d i e m  b a s i s  w h e n  a t t e n d i n g  to the w o r k  of the Board. in 

a d d i t i o n ,  B o a r d  m e m b e r s  a re  e n t i t l e d  to re ce iv e t ravel e x p e n s e s  

i n c u r r e d  in c a r r y i n g  out their duties.

9. P u r s u a n t  to the t e r m s  of S e c t i o n  3 of C h a p t e r  179 of 

the 1 9 7 2  S e s s i o n  L a w s  of Alask a,  as am e nd e d,  the B oard may 

p r o m u l g a t e  a n d  a m e n d  a c o de  of ethics or p r o f e s s i o n a l  c o n d u c t  

for a r c h i t e c t s ,  p r o f e s s i o n a l  e n g i n e e r s ,  and land s ur veyors.



U nd e r A l a s k a  law, the Board, e x c e p t  in e m e r g e n c i e s ,  m u s t  h o l d  a 

p u b l i c  h e a r i n g  or p r o c e e d i n g  b e f o r e  p r o m u l g a t i n g  or a m e n d i n g  

its c e d e  of et hi cs  or p r o f e s s i o n a l  conduct . The la ws  of A l a s k a  

are s i l e n t  as to the form  or c o n t e n t  of any su c h  co d e of e t h i c s  

or p r o f e s s i o n a l  c o n d u c t  and n e i t h e r  d i r e ct , require, nor 

m a n d a t e  r e s t r i c t i o n s  upon, or the r e g u l a t i o n  of, p r i c e  

c o m p e t i t i o n  in  the o f f e r i n g  of a r c h i t e c t u r a l ,  p r o f e s s i o n a l  

e n g i n e e r i n g ,  o l land s u r v e y i n g  se rv ic es . Nor has a n y  p o l i c y  of 

r e s t r i c t i n g  o r  r eg ul a t i n g  p r i c e  c o m p e t i t i o n  in the o f f e r i n g  of 

a r c h i t e c t u r a l ,  p r o f e s s i o n a l  e n g i n e e r i n g  or la nd  s u r v e y i n g  

s e r v i c e s  b e e n  e s t a b l i s h e d  or d i c t a t e d  by  the S ta t e of  Alas k a.

10. In 1974, the b o a r d  a d o p t e d  "Rule s of P r o f e s s i o n a l

C o n d u c t "  i n t e n d e d  to r e g u l a t e  the p r a c t i c e  of a r c h i t e c t u r e ,
1

p r o f e s s i o n a l  e n g i n e e r i n g  and l a n d  s u r v e y i n g  in Alaska.  .Among 

the B o a r d ' s  rules is R u l e ^ S r ^ B O ( ' b )  , w h i c h  p r o v i d e s  that an 

a r c h i t e c t ,  p r o f e s s i o n a l  e n g i n e e r  or land s u r v e y o r  m a y  not 

k n o w i n g l y  s o l i c i t  or s ubmit p r o p o s a l s  for p r o f e s s i o n a l  s e r v i c e s  

on the b a si s  of c o m p e t i t i v e  b i d d i n g .  Thi s rule is still in 

ef fe ct . In D e c e m b er ,  1980, the Board  r e j e c t e d  a p r o p o s a l  to 

re pe a l R u l e  36 . 23 0 ( b ) .  In May, 1982, the Board r e f u s e d  to
r

re pe a l R u l e  36.230(b) on an e m e r g e n c y  basi s. In S e p t e m b e r ,  

1982, the B o a r d  v ot ed  to r e t a i n  R u l e  36.23 0 (b ) .

11. S e c t i o n  3 rr ch apter 179 of the 1972 S e s s i o n  Laws of 

A l a s k a ,  as am e nd e d,  p r o v i d e s  tha t the R u l e o  or P r o f e s s i o n a l  

C o n d u c t  of t h e  Board shal l be m a d e  k n o w n  in w r i t i n g  to e v e r y  

r e g i s t r a n t  a n d  a p p l i c a n t  for r e g i s t r a t i o n  an d s ha l l be 

p u b l i s h e d  w i t h  the ro st er of r e g i s t r a n t s ,  w h i c h  the Bo ard m u s t  

a n n u a l l y  p u b l i s h ,  m a i l  to r e g i s t r a n t s  and state, b or ou g h ,  and 

city o f f i c i a l s  and d i s t r i b u t e  or sell to the pub li c.  Bo a rd  

R ul e  3 6 . 2 4 0 ( b )  p r o v i d e s  that an a r c h i t e c t ,  p r o f e s s i o n a l  

e n g i n e e r  or la n d  s u r v e y o r  h a v i n g  k n o w l e d g e  or r e a s o n  to b e l i e v e  

that a n o t h e r  p e r s o n  or c o r p o r a t i o n  m a y  be in v i o l a t i o n  of ’any

- 4 -



of the R u l e s  of P r o f e s s i o n a l  C o n d u c t  s ha l l p r e s e n t  that 

i n f o r m a t i o n  to the B o a r d  in w r i t i n g  and s h al l  c o o p e r a t e  wi t h 

the Rc :d in f u r n i s h i n g  such f u r t h e r  i n f o r m a t i o n  o;; a s s i s t a n c e  

as m a y  be re qu ir ed .

12. The B q a r d  is a u t h o r i z e d  b y  S e c t i o n  3 of C h ap t er  179 of 

the 1 9 7 2  S e s s i o n  Laws of A l as ka ,  as a m en de d, to take d i s c i p l i­

nary  a c t i o n  a g a i n s t  any  B oa r ^ c e r t i f i c a t e  of r e g i s t r a t i o n  

h o ld e r w h o  v i o l a t e s  a n y  of the R u l e s  of P r o f e s s i o n a l  Conduct. 

S u c h  d i s c i p l i n a r y  a c t i o n  m a y  i n c l u d e  the r e p r i m a n d  of a 

r e g i s t r a n t  or c o r p o r a t i o n  or the s u sp e ns io n , re fu sa l  to renew, 

or r e v o c a t i o n  of the o f f e n d e r ' s  c e r t i f i c a t e  of r egistr at io n.

13. The  a r c h i t e c t u r a l ,  p r o f e s s i o n a l  e n g i n e e r i n g (and land
t \

s u r v e y i n g  s e r v i c e s  p r o v i d e d  b y  the B o a rd  c e r t i f i c a t e  of 

r e g i s t r a t i o n  h o l d e r s  i n v o l v e  and a f f e c t  individuals , 

c o r p o r a t i o n s  and other b u s i n e s s  e n t i t i e s  t h r o u g h o u t  the U n i t e d  

States. These s e r v i c e s  f a c i l i t a t e ,  d i re c t and shape the 

c o n d u c t  of i n t e r s t a t e  b u s i n e s s  a n d  c o n t r i b u t e  d i r e c t l y  to the 

f l o w  of p e r s o ns ,  money, g o o d s  and s e r v i c e s  int o and out of the 

S t a t e  of Alaska. ,

14. In the c o u r s e  of r e n d e r i n g  ar c hi t e c t u r a l ,  p r o f e s s i o n a l  

e n g i n e e r i n g  and land s u r v e y i n g  s e r v i c e s ,  Board c e r t i f i c a t e  of 

r e g i s t r a t i o n  h o l d e r s  l o c a t e d  in A l a s k a  o f te n  travel to s t a t e s  

ot he r  t h a n  A l a s k a  and m a k e  s u b s t a n t i a l  use of i n t e r s t a t e  m a i l  

a n d  w i r e  s e r v i c e s  in the t r a n s p o r t  of funds, docum en ts , plans, 

r e p or ts ,  plats, d r a w i n g s  and o t h e r  c o m m u n i c a t i o n s  t h r o u g h o u t  

the U n i t e d  States. In a d d i t i o n ,  m a n y  c e r t i f i c a t e  of 

r e g i s t r a t i o n  h o l d e r s  l o c a t e d  o u t s i d e  A la s ka  p e r f o r m  

a r c h i t e c t u r a l ,  p r o f e s s i o n a l  e n g i n e e r i n g  and land s u r v e y i n g  

.'services w i t h i n  Alaska.

15. The a c t i v i t i e s  of the B o a r d  and its c e r t i f i c a t e  of 

r e g i s t r a t i o n  hol d er s , as d e s c r i b e d  herein, are w i t h i n  the flo w
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of i n t e r s t a t e  c o m m e r c e  a n d  have a s u b s t a n t i a l  e f f e c t  up on  

i n t e r s t a t e  c o m m e r c e .

V

V I O L A T I O N  A L L E G E D

16. B e g i n n i n g  at l e a s t  as e a r l y  as 1974, a n d  c o n t i n u i n g  up 

to and i n c l u d i n g  the ca t e of the f i l i n g  of this c o m p l a i n t ,  the 

d e f e n d a n t  and c o - c o n s p i r a t o r s  h a v e  b e e n  engag ed  in a 

c o m b i n a t i o n  and c o n s p i r a c y  in u n r e a s o n a b l e  r e s t r a i n t  of the 

a f o r e s a i d  i n t e r s t a t e  t r ad e  and c o m m e r c e  in v i o l a t i o n  of Se ct io n 

1 of the She rm an  Ac t .  S a i d  v i o l a t i o n  is c o n t i n u i n g  and will 

c o n t i n u e  unless t h e  r e l ie f  h e r e i n a f t e r  prayed for is granted.

I

17. T h e  s u b s t a n t i a l  t e r m s  of said ag re e me n t,  u n d e r s t a n d i n g  

a n d  c o n c e r t  of a c t i o n  h a v e  be en a n d  a re  that the d e f e n d a n t  

p r o m u l g a t e ,  adopt, p u b l i s h  and d i s t r i b u t e  a p r o v i s i o n  in its 

R u l e s  of P r o f e s s i o n a l  C o n d uc t , R u l e  36.230(b), p r o h i b i t i n g  

cer*'■’ "icate of r e g i s t r a t i o n  h o l d e r s  a nd  ether a r c h i t e c t s ,  

p r o f e s s i o n a l  e n g i n e e r s  a n d  land s u r v e y o r s  p r a c t i c i n g  in A l a s k a  

f r o m  k n o w i n g l y  s o l i c i t i n g  or s u b m i t t i n g  p r o p o s a l s  for t 

p r o f e s s i o n a l  s e r v i c e s  on the b a si s of c o m p e t i t i v e  bidd in g.

18. F o r  the p u r p o s e  of ef fe ct u at i ng  the a f o r e s a i d  

c o m b i n a t i o n  and c o n s p i r a c y ,  the d e f e n d a n t  and c o - c o n s p i r a t o r s  

h a v e  do ne  those t h i n g s  w h i c h ,  as h e r e i n b e f o r e  a l l e g e d ,  they 

a g r e e d  a n d  c o n s p i r e d  to do.

VI 

E F F E C T S

19. T h e  a f o r e s a i d  c o m b i n a t i o n  and c o n s p i r a c y  has had the 

f o l l o w i n g  effects, a m o n g  othe r s:
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(a) C o m p e t i t i o n  in the sale of a r c h i t e c t u r a l ,  

p r o f e s s i o n a l  e n g i n e e r i n g  and land s u r v e y i n g  

s e r v i c e s  has be e n s u p p r e s s e d  and e l i m i n a t e d ;

(b) C o n s u m e r s  of a r c h i t e c t u r a l ,  p r o f e s s i o n a l  

e n g i n e e r i n g ,  and land s u r v e yi ng  s e r v i c e s  have 

b e e n  d e p r i v e d  of the b e n e f i t s  of f r e e  and open 

c o m p e t i t i o n  in the sal e of such s e r v i c e s ;  and

(c) A r c h i t e c t s ,  p r o f e s s i o n a l  engin e e rs , a nd  land 

s u r v e y o r s  have b e e n  r e s t r a i n e d  in t h e i r  a b i l i t y  

to m a k e  t h ei r s e r v i c e s  read i ly  and f ul ly  

a v a i l a b l e  to c u s t o m e r s  re q uirin g s u c h  servi ce s.

P R A Y E R

I
u

VJHEREFORE, p l a i n t i f f  prays;

1. Th a t  the C o u r t  a d j u d g e  an d  d e c r e e  that t he  d e f e n d a n t  

a nd c o - c o n s p i r a t o r s  h a v e  e n g a g e d  in an unlawful c o m b i n a t i o n  and 

c o n s p i r a c y  in r e s t r a i n t  of the a f o r e s a i d  trade a n d  c o m m e r c e  in 

v i o l a t i o n  of S e c t i o n  1 of the S h e r m a n  Act.

T

2. Tha t the d e f e n d a n t ,  its m e m b e r s  and all o t h e r  p e r s o n s  

a c t i n g  or c l a i mi ng  to act on its b e h a l f  be e n j o i n e d  and 

r e s t r a i n e d  from, in a n y  manner, directly- or i n di r ec t ly ,  

c o n t i n u i n g ,  m a i n t a i n i n g  or r e n e w i n g  the a f o r e s a i d  c o m b i n a t i o n  

an d c o n s p i r a c y  or f r o m  e n g a g i n g  in any other c o m b i n a t i o n ,  

c o n s p i r a c y ,  c o n t r a c t ,  a g r e e m e n t ,  u n d e r s t a n d i n g  or c o n c e r t  of 

a c t i o n  h a v i n g  s i m i l a r  p u r p o s e s  or effe ct s,  and f r o m  ad opting, 

r a t i f y i n g  or f o l l o w i n g  any p r a c t i c e ,  plan, p r o g r a m  or d ev i ce  

h a v i n g  si mi la r  p u r o o s e s  o r  e f f e c t s .

3. T h a t  the d e f e n d a n t ,  its m e m b e r s  and all p e r s o n s  a c t i n g  

or c l a i m i n g  to ac t on its b e h al f be e n j o i n e d  and r e s t r a i n e d  

f r o m  p r o m u l g a t i n g ,  p u b l i s h i n g ,  d i s t r i b u t i n g  or o t h e r w i s e



s u g g e s t i n g ,  a nd  f r o m  a d h e r i n g  or a g r e e i n g  to a d h e r e  to, a n y  

rule p r o h i b i t i n g  c o m p e t i t i v e  b i d d i n g  by 3oa rd  c e r t i f i c a t e  of 

r e g i s t r a t i o n  ho ld e rs .

\
\

4. That t he d e f e n d a n t  be r e q u i r e d  to c a n c e l  R u l e  36.230(b) 

of its R u l e s  of P r o f e s s i o n a l  C o n d u c t  and e v e r y  other r e s o l u t i o n  

or s t a t e m e n t  of  p o l i c y  w h i c h  h a s  as its p u r p o s e  or- e f f e c t  the 

s u p p r e s s i o n  or e l i m i n a t i o n  of c o m p e t i t i v e  b i d d i n g  by Board 

c e r t i f i c a t e  of r e g i s t r a t i o n  hold er s .

5. That the d e f e n d a n t  be r e q u i r e d  to n o t i f y  all Board 

c e r t i f i c a t e  o f  r e g i s t r a t i o n  h o l de r s,  the g e n e r a l  pu blic, and 

all A l a s k a  city, b o r o u g h ,  and s t a t e  o f f i c i a l s  that it has 

c a n c e l l e d  and r e s c i n d e d  R u l e  36 . 230(b ) of its R u l e s  of
I

P r o f e s s i o n a l  C o n d u c t  and e v e ry  o t h e r  r e s o l u t i o n  or s t a t e m e n t  of 

p o l i c y  w h i c h  h a s  as its p u r p o s e  or e f f e c t  the s u p p r e s s i o n  or 

e l i m i n a t i o n  of c o m p e t i t i v e  b i d d i n g  by B oa rd  c e r t i f i c a t e  of 

r e g i s t r a t i o n  h o l d e r s .  . -- - . . . . . .

6 . That t he  p l a i n t i f f  h a v e  su ch  o th er  and f u r t he r  relief 

as the Court m a y  d e e m  ju s t  and proper. ,



7. That the p l a i n t i f f  r e c o v e r  the c o s t s  of this suit.

A s s i s t a n t  A t t o r n e y  G e n e r a l

A.ttorneys, U n i t e d  S t a t e s  
D e p a r t m e n t  of J u s t i c e

j -

C A R O L Y N  /L. D A V I S

Dĝ rui. jtds>
MARK R. D A V I S  7

A t t o r n e y s ,  U n i t e d  S t a te s  
D e p a r t m e n t  of J u s t i c e  

10th & P e n n s y l v a n i a  Av enue, N.W 
W a s h i n g t o n ,  D.C. 20530 
T el e ph on e : (202) 633- 25 8 2

*

i H. W I D K A R

POOLE

HO MAS L. G R E A N E Y

U N I T E D  S T A T E S  A T T O R  
D i s t r i c t  of A l a s k a

R K E Y

-^ated: O c t o b e r  7, 1982 r
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* \ fCENTURY ENGINEERING, INC .  CONSULTING ENG IN EERS •  PLA N N ERS

I

M a r c h  17, 1983

R e p r e s e n t a t i v e  M i k e  S z y m a n s k i  
P o u c h  V
J u n e a u ,  A l a s k a  99811

D e a r  Mike: ^

J o h n  a n d  I h a v e  r e a d  ove r H o u s e  Bill No. 211 c o n c e r n i n g  a r c h i­
te c t u r a l  and e n g i n e e r i n g  servicesV  The_^>rodedures o u t l i n e d  
s o u n d  p r e t t y  m u c h  l i k e  the w a y  things h a v e  be en h a n d l e d  lately, 
at l e a s t  as f a r  as o u r  r e c e n t  e x p e r i e n c e  is concerne d.

I w o u l d  t hink s o m e t h i n g  in the b i l l  g i v i n g  g u i l d l i n e s  as to 
h o w  " f a i r  a n d  r e a s o n a b l e  p r i c e s "  a r e  d e t e r m i n e d  m i g h t  b e  helpful, 
M o s t  n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n s ,  such as the N a t i o n a l  
S o c i e t y  of P r o f e s s i o n a l  E n g i n e e r s  or A m e r i c a n  I n s t i t u t e  of A r c h­
itec t s  h a v e  b o o k l e t s  to help o w n e r s  d e t e r m i n e  fee r a n g e s  for 
p r o j e c t  types.

On p a g e  2 of the b i l l ,  line 23 m a k e s  r e f e r e n c e  to "bids". A  b i d  
is u s u a l l y  a m o n e t a r y  figur e a n d  w o u l d  then s e e m  to c o n f l i c t  
w i t h  o t h e r  p o r t i o n s  of the bill. P o s s i b l y  "offers of or p r o p o s­
als f o r "  w o u l d  be m o r e  s u i t a b l e  language.

T h a n k s  for a l l o w i n g  m e  the t i m e  to c o m m e n t  on this l e g i s l a t i o n  
w h i c h  affects an a r e a  of d i r e c t  i mpact  on m y  profession..

Sincer ely,

C E N T U R Y  E N G I N E E R I N G ,  INC.

,  P . E .

P r o j e c t  E n g i n e e r

R J P / c s s

500 "L " S T R E E 'i, SU ITE 200 | A N CH O RA G E, ALASKA 99501 | (907) 277-C584/276-1248 | T EL E X  26-364





B e f o r e  C o m m i s s i o n e r s :  G o r d o n  J. Zerbetc , C h a i r m a n
M a r v i n  R. W e a t h e r l y  
C a r o l y n  S. G u e s s  
SuYrsTi M-— K.r. o w 1  e s
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b y  the M U N I C I P A L I T Y  OF A N C H O R A G E  T e l e -  V

phone, E l e c t r i c ,  W a t e r  and S e w e r  U t i l ^ / )  O R D E R  NO. 2
ji. t i e s )

T E L E P H O N E  U T I L I T Y  (A T U ) and the A N C H O R A G E  W A T E R  U T I L I T Y

C o m m i s s i o n  at  a p blic h e a r i n g  on J u n e  1, 1976, for the

p u r p o s e  of d e t e r m i n i n g  the ju s tn e s s  and r e a s o n a b l e n e s s  ox 

the i n t e r f u n d  c h a r g e s  pa i d to v a r i o u s  d e p a r t m e n t s  w i t h i n  the 

M u n i c i p a l i t y  by the a b ov e  named u ti l it i es . T h e  b u r d e n  of 

p r oo f  that the i n t e r f u n d  c h a r g e s  pa i d by ATU, MLf.P and A W U  

w e r e  ba se d  on r e a s o n a b l e  m e t h o d o l o g y  and a c c u r a t e  a l l o c a t i o n  

fa ct o r s u n d e r  the a f f i l i a t e d  i n t e r e s t  t r a n s a c t i o n s  as stated 

in 7iS 4 2 . 05 .5 1 1( c ) was to be b o r n e  by the M u n i c i p a l i t y .

J U R I S D I C T I O N

T h e  M u n i c i p a l i t y  a ss erted, p r i or  to the e x a m i n a t i o n  

of the i n t c r f u n d  charges, its b e li e f that the a f f i l i a t e d  

i n t e r e s t  s e c t i o n  of the statute, AS 42.05.511(c), cid not 

s p e c i f i c a l l y  a f f e c t  the M u n i c i p a l i t y  w h o s e  d e p a r t m e n t s

O R D E R  A P P R O V I N G  I K T E R F U N D  M E T H O D O L O G Y

O n  M a y  3, 1976, the M U N I C I P A L I T Y  OF A N C H O R A G E

ul flie i n f o r m a t i o n  to be p r o v i d e d  w i t h  the

U - 7 6 - 2 6 (2) 

F.-.ue 1



p r o v i d e  s e r v i c e s  to the u t i l i t i e s .  It w a s  a r g u e d  t h a t  no 

p r o f i t  is to be e a r n e d  by the M u n i c i p a l i t y  t h r o u g h  the 

i n t e r f u n d  c ha rg es ; t h e r e  is no m a j o r i t y  s h a r e h o l d e r  as in 

a p r i v a t e  c o r p o r a t i o n ;  a nd  the i n t e r f u n d  c h a r g e s  m u s t  be 

a p p r o v e d  t h r o u g h  the  b u d g e t a r y  p r o c e s s  b y  the a p p r o p r i a t e  

l e g i s l a t i v e  body. T h e  s t a f f  of the C o m m i s s i o n  c o n t e n d e d  

t h a t  the M u n i c i p a l i t y  d o e s  fall u n d e r  the p r o v i s i o n s  of the 

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

e a c h  of th e  s u b j e c t  u t i l i t i e s  a nd  t h a t  the M u n i c i p a l i t y  s h o u l d  

b e a r  the b u r d e n  of p r o o f  tha t t h e s e  c h a r g e s  a re  ju s t a nd  

r e a s o n a b l e .  T he  C o m m i s s i o n  c o n c u r s  w i t h  the s t a f f ' s  p o s i t i o n .

G E N E R A L  B A C K G R O U N D  

T h e  g o v e r n m e n t  e n t i t y  w h i c h  p r o v i d e d  s e r v i c e s  to 

the a b o v e  n a m e d  u t i l i t i e s  in 1974, 1975 and for the f i r s t  

n i n e  m o n t h s  of 1976 is c o n c e p t u a l l y  a d i f f e r e n t  e n t i t y  th an  

is in e x i s t e n c e  t o d a y  and on  w h i c h  the p r o p o s e d  1976 b u d g e t  

of t h e  M u n i c i p a l i t y  is based. For the p u r p o s e  of thi s p r o­

ce e d i n g  the tes t y e a r  u n d e r  c o n s i d e r a t i o n  w a s  1975. T h e  c h a r g e s  

to t h e  u t i l i t i e s  in t h a t  year, by the p r o v i d i n g  d e p a r t m e n t s  

of the M u n i c i p a l i t y ,  w e r e  us ed  to a s c e r t a i n  the r e a s o n a b l e n e s s  

a n d  a c c u r a c y  of  the a l l o c a t i o n s  of i n t e r f u n d  c h a r g es .  T h e s e  

c h a r g e s  w e r e  b u d g e t e d  in 1°74 for 1975 un de r  the e x i s t i n g  

C i t y  of A n c h o r a g e  g o v e r n m e n t .  Th e  tes t y e a r  1975 w a s  u s e d  

b e c a u s e  of the p e r m a n e r t  ra te  r e q u e s t s  by 7iTU, M L & P  an d  

A K U  p e n d i n g  b e f o r e  this C o m m i s s i o n .  F or  t he  m o s t  part, 

t h e i r  r e q u e s t  is b a s e d  o n  this test year. In a d d i t i o n ,  the 

f a c t  that the u n i f i e d  g o v er n me n t,  k n o w n  t o d a y  as the M u n i c i­

p a l i t y  of A n c h o r a g e ,  has be e n  in e x i s t e n c e  a r e l a t i v e l y
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s h o r t  time, the w o r k l o a d  of v a r i o u s  d e p a r t m e n t s  h as  c h a n g e d  

s u b s t a n t i a l l y ,  and the n e w  g o v e r n m e n t  is in e f f e c t  in & 

t r a n s i t o r y  state, m a k e  an e x a m i n a t i o n  o f  the b u d g e t e d  1976 

i n t e r f u n d  c h a r g e s  i n a p p r o p r i a t e  at this time.

T h e  t e s t i m o n y  of the M u n i c i p a l i t y  s t r o n g l y  r e c o m­

m e n d e d  t ha t  a r e - e v a l u a t i o n  of the m e t h o d o l o g y  of d e t e r­

m i n i n g  i n t e r f u n d  c h a r g e s  and of the a p p r o p r i a t e n e s s  of the 

e x i s t i n g  a l l o c a t i o n  f a c t o r s  w as  of p a r a m o u n t  i m p o r t a n c e  for 

t h e  1977 f i s c a l  b u d g e t  of the M u n i c i p a l i t y . E v e r y  d e p a r t­

m e n t  s h o u l d  be a n a l y z e d  as a r e s u l t  of the u n i f i c a t i o n  of 

t h e  fo rm er  C i t y  of A n c h o r a g e  and the G r e a t e r  A n c h o r a g e  A r e a  

B o r o u g h  n o w  k n o w n  as the M u n i c i p a l i t y  of A n c h o r a g e .  V a r i o u s  

f u n c t i o n s  and r e s p o n s i b i l i t i e s  w i t h i n  s om e d e p a r t m e n t s  of 

the new M u n i c i p a l i t y  have u n d e r g o n e  m a j o r  c h a n c e s .  T h e s e  

c h a n g e s  ha ve  a f f e c t e d  the k i nd s of s e r v i c e s  p r o v i d e d  as w e l l  

as the m e t h o d s  u s e d  for a l l o c a t i n g  c o s t s  for s e r v i c e s  to any 

or all of the ut il it ie s .

The need for a study whic. Id t h o r o u g h l y  r e v i e w

e a c h  d e p a r t m e n t  w i t h i n  the M u n i c i p a l i t y  and e x a m i n e  the  

i n t e r f u n d  p r o c e d u r e  has b e e n  a d d r e s s e d  by A r t h u r  Y o u n g  and 

C o m p a n y  in the c o u r s e  of a da ta  p r o c e s s i n g  study.

In lig ht  of un i fi c a t i o n ,  e x a m i n a t i o n  of s e r v i c e s  

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

t h r o u g h  the c o n t r a c t i n g  p r o c e d u r e  s h o u l d  be made. T h e r e  

a p p e a r  to be three p o s s i b l e  c o u r s e s  of a c t i o n  for the u t i l­

it i e s  r e g a r d i n g  the p u r c h a s e  of s e r v i c e s  fro m w i t h i n  the 

M u n i c i p a l i t y .  One, the i n t e r f u n d  c h a r g e s  c o u l d  c o n t i n u e  to 

be h a n d l e d  in the same m a n n e r  as p r e v i o u s l y  d o n e  by the 

Ci ty. This w ou ld  r e q u i r e  that the m e t h o d o l o g y  a nd  a l l o c a t i o n
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f a c t o r s  be u p d a t e d  in t e r m s  of a u n i f i e d  g o v e r n m e n t .  Two, 

the u t i l i t i e s  c o u l d  p r o v i d e  some or all of the s e r v i c e s  to 

t h e m s e l v e s  that a re  n o w  b e i n g  p r o v i d e d  by t he M u n i c i p a l i t y .  

Three, t he re  c o u l d  be s e r v i c e s  tha t s ho ul d  be c o n t r a c t e d  o u t s i d e  

the M u n i c i p a l i t y .  In a d d i t i o n ,  the s u b j e c t  of the a p p r o p r i­

at e n e s s  of i n t e r f u n d  c h a r g e s  for the s e w e r  u t i l i t y  s h o u l d  be 

a d d r e s s e d .  If the r e f u s e  s e r v i c e  p r o v i d e d  b y  the f o rm er  

Cit y o f  A n c h o r a g e  c o m e s  u n d e r  the j u r i s d i c t i o n  of this 

C o m m i s s i o n ,  i n t e r f u n d  c h a r g e s  to tha t u t i l i t y ‘m u s t  also 

be e x a m i n e d .

F o r  the p u r p o s e  of this h e a r i n g  the M u n i c i p a l i t y  

d e f i n e d  i n t e r f u n d  as a c h a r g e  by one d e p a r t m e n t  w i t h i n  the 

m u n i c i p a l  g o v e r n m e n t  (w he t he r  the f o r m e r  C i t y  of A n c h o r a g e  

or  the p r e s e n t  M u n i c i p a l i t y  of A n c h o r a g e )  to a n o t h e r  d e p a r t­

ment w i t h i n  the g o v e r n m e n t  for s e r v i c e s  p e r f o r m e d .  The 

M u n i c i p a l i t y  s u b m i t t e d  E x h i b i t s  1 and 2 w h i c h  p r o v i d e d  the 

b u d g e t e d  and  a c tu a l a m o u n t  of i n t e r f u n d  c h a r g e s  to ATU,

MLtiP, AWU and the g e n e r a l  g o v e r n m e n t  u n i t  (which i n c l u d e s  

t ho s e d e p a r t m e n t s  r e c e i v i n g  m o n i e s  from the g e n e r a l  f u n d ) a n d  

the t otal a m o u n t  of all b u d g e t e d  and a ct u al  i n t e r f u n d  c h a r g e s  

for t h e  y e a r s  1974 and 1975. E x h i b i t  3 p r o v i d e d  the b u d g e t e d  

i n t e r f u n d  c h a r g e s  for the y e a r  1976. The U n i f o r m  S y s t e m  of 

A c c o u n t s  has b e e n  us e d s i n c e  1973 for the p r e p a r a t i o n  of the 

1974!, 1975 and 197 6 b u d ge t.

T h e  b u d g e t a r y  p r o c e s s  i n c l u d e s  i n p u t  f r o m  the 

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

the C i t y  B u d g e t  O f f i c e r  (now the C h i e f  of M a n a g e m e n t  S e r­

vic e s  for the M u n i c i p a l i t y  in the O f f i c e  of B u d g e t  and 

M a n a g e m e n t ) , any r e f i n e m e n t  or c h a n g e  to be m a d e  by the

• > 7 6 - 2 6  (2)



O f f i c e  of the C i t y  M a n a g e r  (now by the O f f i c e  of the Mayo r) 

and  s u b m i s s i o n  to the C i t y  C o u n c i l  (now the M u n i c i p a l  A s s e m­

bly) for its a p p r o v a l .  Th e  i m p l e m e n t a t i o n  of  m e t h o d o l o g y  

a n d  a l l o c a t i o n  f a c t o r s  r e g a r d i n g  i n t e r f u n d  c h a r g e s  a r e  b a s e d  

on the a p p r o v e d  b u d g e t  d o c u m e n t  for the a p p r o p r i a t e  f i s ca l 

y e a r .

It s h o u l d  be n o t e d  t h a t  the i n t e r f u n d  c h a r g e s  w e r e  

a s u b j e c t  of a u d i t  by the  e x t e r n a l  a u d i t o r  h i r e d  by  the 

g o v e r n m e n t a l  body. The a p p r o p r i a t e n e s s  of  A T U ' s  i n t e r f u n d  

c h a r g e s  wa s  a l s o  r e v i e w e d  by R C A  A l a s k a  C o m m u n i c a t i o n s ,

Inc., in its d e t e r m i n a t i o n  of the s e p a r a t i o n  and d i s t r i b u ­

tio n  of toll r e v e nu e s.  In a d d i t i o n ,  the S t at e p e r f o r m e d  

a u d i t i n g  f u n c t i o n s  for p a r t i c u l a r  g r a n t  m o n e y  t h a t  the 

M u n i c i p a l  g o v e r n m e n t  r e c e iv es .

D u r i n g  the h e a r i n g  t h e r e  w a s  t e s t i m o n y  t h a t  in 

s o m e  i n s t a n c e s  c h a r g e s  are m a d e  to  e a c h  of the u t i l i t i e s  by 

a d e p a r t m e n t  n e t  l i s te d on E x h i b i t s  1 t h r o u g h  3. F o r  e x­

ample, a s e r v i c e  p r o v i d e d  a u t i l i t y  by  the D e p a r t m e n t  of 

P u b l i c  W o r k s  at the r e q u e s t  of the u t i l i t y  is p a i d  f or  by a 

t r a n s f e r  of e q u i t y  in the c a sh  pool. A r e i m b u r s a b l e  w o r k  

o r d e r  form, E x h i b i t  29, i l l u s t a t e s  the p r o c e d u r e  to be 

u t i l i z e d  in this regard. B i l l s  for s e r v i c e s  p r o v i d e d  by  the 

u t i l i t i e s  to o t h e r  d e p a r t m e n t s  w i t h i n  the g o v e r n m e n t  are  

a l s o  p a i d  by a t r a n s f e r  of e q u i t y  in the c a s h  pool.

In O r d e r  No. 1 the C o m m i s s i o n  r e q u i r e d  the M u n i c i­

pal i t y  to p r o v i d e  a c o p y  of an y w r i t t e n  i n s t r u c t i o n s  to the 

a p p r o p r i a t e  p e r s o n  w i t h i n  e a c h  d e p a r t m e n t  c a l c u l a t i n g  the 

i n t e r f u n d  charges. E x h i b i t  27, I n t e r f u n d  C r i t e r i a  I n f o r m a­

tion, w a s  p r o v i d e d  as w e l l  as E x h i b i t  28, a c o p y  of the 1975
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a n n u a l  b u d g e t  w h i c h  e x p l a i n e d  the " c h a r g e s  to o t h e r s "  w i t h i n  

e a c h  d e p a r t m e n t .  The i n d i v i d u a l  c o m p u t i n g  the b u d g e t e d  and 

a c t u a l  i n t e r f u n d  c h a r g e s  and the m e t h o d o l o g y  and a l l o c a t i o n  

f a c t or s  for t h o s e  c h a r g e s  w e r e  p r o v i d e d  in E x h i b i t s  4 t h r o u g h  

25 as r e q u i r e d  b y  Order  No. 1. A l s o  i n c l u d e d  in the se  

e x h i b i t s  w e r e  c o m p a r a b l e  c h ar ge s, w h e r e  a v a i l a b l e ,  and ti me  

s h ee t s and o t h e r  r e c o r d k e e p i n g  data, w h e n  used.

The C o m m i s s i o n  c o m m e n d s  the M u n i c i p a l i t y  on the • 

t h o r o u g h n e s s  of its p r e f i l e d  t e s t i m o n y  and the p r e s e n t a t i o n s  

m a d e  by the w i t n e s s e s  d u r i n g  the h e a r i n g  a nd w i l l  d i s c u s s  

e a c h  d e p a r t m e n t  p r o v i d i n g  s e r v i c e s  to a ny  or all of the 

s u b j e c t  u t i l i t i e s  in 1975. For  the p u r p o s e  of thi s d i s c u s s­

ion r e f e r e n c e  w i l l  be m a d e  to the t i t le s  of i n d i v i d u a l s  and 

t he  g o v e r n m e n t a l  unit b a s e d  on the f o r m e r  Cit_ of /anchorage.

V.'here a p p r o p r i a t e ,  r e f e r e n c e  w i l l  be m a d e  to the e x i s t i n g  

m u n i c i p a l  Go ve r n m e n t .  It is the i n t e n t i o n  of the C o m m i s s i o n  

th at  th is  d i s c u s s i o n  m a y  be b e n e f i c i a l  to th o se  i n d i v i d u a l s  

w h o  w i l l  r e v i e w  and s t u d y  the i n t e r f u n d e d  s e r v i c e s  and 

c h a r g e s  ^n the new u n i f i e d  g o v e r n m e n t .

T he t r a n s f e r  of i n t e r f u n d  c h a r g e s  is d o n e  m o n t h l y  

on the b a s i s  of the a c t u a l  c o s t s  to the p r o v i d i n g  d e p a r t­

ment. A n y  end of the y e a r  a d j u s t m e n t s  e i t h e r  u p w a r d  or 

d o w n w a r d  are m a d e  in a c c o r d a n c e  w i t h  the a l l o c a t i o n  f a c t o r s  

o u t l i n e d  w i t h i n  ea ch  d e p a r t m e n t .  R e f e r e n c e  has be en  m a d e  to 

fi nal c h a r g e s  in some of the e x h i b i t s  for the 1975 test year. 

G e n e r a l l y  sp eaking, these r e f e r  to c h a r g e s  i n c u r r e d  by 

d e p a r t m e n t s  as a r es u lt  of u n i f i c a t i o n  and t he se c h a r g e s  

w e r e  not inter funded to the u t i li t ie s .
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M A Y O R  A N D  C I T Y  C O U N C I L  

The m e t h o d  for c a l c u l a t i n g  the b u d g e t e d  i n t e r f u n d  

c h a r g e s  f r o m  the M a y o r  a nd C i t y  C o u n c i l  to e a c h  of the 

s u b j e c r  u t i l i t i e s  was d e v e l o p e d  by t he  C i t y  B u d g e t  O f f i c e r  

in 1972. His j u d g m e n t  b a s e d  on o b s e r v a t i o n  of w o r k  s e s s i o n s  

a nd C i t y  C o u n c i l  m e e t i n g s  w a s  used to a p p o r t i o n  the.j... . v  

w o r k l o a d  of the M a y o r  and C i t y  C o u n c i l  i n t o  the f o l l o w i n g  

c a t e g o r i e s :

7*.genda r e l a t i n g  it em s 505.
P e r s o n n e l  f u n c t i o n s  20%
M a i n t e n a n c e  and o p e r a t i o n s  b u d g e t  15%
C a p i t a l  i m p r o v e m e n t  p r o g r a m  15%

W i t h i n  th e se  c a t e g o r i e s  of w o r k l o a d  the C i t y  B u d g e t  O f f i c e r  

e s t a b l i s h e d  the a l l o c a t i o n  f a ct o rs  for e a c h  u t i l i t y  on an 

a n n u a l  basis.

The C i t y  B u d ge t  O f f i c e r  a n a l y z e d  the final a g e n d a s  

of 8 C i t y  C o u n c i l  m e e t i n g s  in 'different m o n t h s  of 1974 to 

e s t a b l i s h  the p e r c e n t a g e  of a g en d a it em s  r e l a t i n g  to e a c h  

u t i l i t y .  The c h a r g e s  to e a c h  u t i l i t y  for the w o r k l o a d  of 

M a y o r  and C i t y  C o u nc i l r e l a t i n g  to p e r s o n n e l  f u n c t i o n s  w e r e  

e x p r e s s e d  as a p e r c e n t a g e  of the p r o j e c t e d  a u t h o r i z e d  p o s i­

tio n s  for e a c h  u t i l i t y  in r e l a t i o n  to the total a u t h o r i z e d  

p o s i t i o n s  for the City. T he  c h a r g e s  for the m a i n t e n a n c e  and 

o p e r a t i o n s  b u d g e t  and for the c a pi ta l  i m p r o v e m e n t  p r o g r a m  

w e r e  e x p r e s s e d  as a p e r c e n t a g e  of e a c h  u t i l i t y ' s  b u d g e t  in 

r e l a t i o n  to the e n t i r e  m a i n t e n a n c e  and o p e r a t i o n  b u d g e t  

and c a p i t a l  i m p r o v e m e n t  p r o g r a m  for the Ci ty. T he se  p e r­

ce n t a g e s  w e r e  w e i g h t e d  and a p pl i ed  to the ac tual 1975 e x­

pen s e  of this d e p a r t m e n t  by the C o n t r o l l e r  D i vision.

In addition, ea ch  u t i l i t y  w a s  c h a r g e d  ?£00 as 

its c o s t  for the e x p e n s e s  of its a d v i s o r y  board. Th es e
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l a y  b o a r d s  m e t  mo nt h ly ,  and t h e i r  m e m b e r s  w e r e  p a i d  a 

small st ip e nd .  Th e d e t e r m i n a t i o n  of t h e s e  c h a r g e s  w a s  

m a d e  by t a k i n g  the total a m o u n t  of m o n i e s  e x p e n d e d  to the 

C i t y  b o a r d s  and c o m m i s s i o n s  and d i v i d i n g  it by  20. (There 

w e r e  20 a d v i s o r y  boards.)

T h i s  d e p a r t m e n t  has u n d e r g o n e  s u b s t a n t i a l  c h a n g e  

as a r e s u l t  of un i fi c a t i o n ,  and E x h i b i t  3 i l l u s t r a t e s  the 

s e p a r a t i o n  of the A s s e m b l y  f r o m  the M a y o r / M a n a g e r  D e p a r t -  . 

m e n t  for i n t e r f u n d  pu r p os es .  Th e  a p p r o p r i a t e n e s s  of the 

w o r k l o a d  c a t e g o r i e s  and the a c c o m p a n y i n g  a l l o c a t i o n  f a c t o rs  

for each u t i l i t y  should be e x a m i n e d  for the 1977 b u d g e t  year.

C I T Y  . M A N A G E R

T h e  c a l c u l a t i o n  of i n t e r f u n d  c h a r g e s  for s e r v i c e s  

p r o v i d e d  by this d e p a r t m e n t  to the u t i l i t i e s  w a s  the r e s p o n­

sib ilit y  of the City Eudget Of fi ce r . The a l l o c a t i o n  of 

w o r k l o a d  w a s  m a d e  to the i d e n t i c a l  c a t e g o r i e s  as t h o s e  in 

the M a y o r  and C i t y  Co u nc il  D e p a r t m e n t .  The p e r c e n t a g e  of 

ti m e a l l o c a t e d  to those c a t e g o r i e s  v a r i e d  s l i g h t l y .  T he 

r e a s o n  for th is  w as  that the p e r s o n n e l  w i t h i n  th is  d e p a r t m e n t  

we r e asked for th ei r e v a l u a t i o n  of time sp e nt  on w o r k  r e l a t­

ing to t h e s e  c a te go r ie s . The judgment, of the C i t y  E u d g e t  

O f f i c e r  w h o  had s pe nt five m o n t h s  as A s s i s t a n t  C i t y  Ma n a ge r , 

in a d d i t i o n  to his o b s e r v a t i o n s  of w o r k  s e s s i o n s  and C i t y  

C o u n c i l  m e e t i n g s ,  w as  a l s o  a c r i t e r i o n .

VJithin each ca t eg or y, (agenda r e l a t e d  a c t i v i t i e s ,  

p e r s o n n e l  f un c ti o n s ,  m a i n t e n a n c e  and o p e r a t i o n  bu dget, and 

c a p i t a l  i m p r o v e m e n t  program) the p e r c e n t a g e  of w o r k l o a d  for 

ea ch  u t i l i t y  w a s  c a l c u l a t e d  in Die same m a n n e r  as for the 

M a y o r  and C i t y  Council. The a c t u a l  e x p e n s e  to e a c h  u t i l i t y  

was c a l c u l a t e d  bv the C o n t r o l l e r  D i v i s i o n  w h o  a p p l i e d  the
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w e i g h t e d  p e r c e n t a g e  to the a c t u a l  e x p e n s e  of the C i t y  M a n a ­

ger ' s  O f f i c e  less the d o l l a r s  a t t r i b u t a b l e  for rne a d m i n­

is t r a t i v e  a s s i s t a n t  and s e c r e t a r y  w h o s e  s p e c i a l i s e d  tasks 

had p r o v i d e d  no s e r v i c e  to the u t i li t y.

In 1975 the e x p e n s e  of th is  d e p a r t m e n t  i n c l u d e d  

the f u n c t i o n s  of la bo r  R e l a t i o n s  S p e c i a l i s t ,  Equal E m p l o y­

me n t  O f f i c e r  and P u b l i c  I n f o r m a t i o n  O f f i c e r .  It s h o ul d be 

no ted in the b u d g e t e d  i n t e r f u n d  c h a r g e s  for fisc al y e a r  1976 

tha t s o m e  of these  f u n c t i o n s  ha ve  b e e n  r e m o v e d  f r o m  this 

d e p a r t m e n t  and the C i t y  M a n a g e r  is c o m b i n e d  w i t h  the M ayor. 

A n  e v a l u a t i o n  for the 1977 b u d g e t e d  i n t e r f u n d  c h a r g e s  wi l l  

be n e c e s s a r y  for this d e p a r t m e n t .

The Ci ty  B u d g e t  O f f i c e r  g a v e  t e s t i m o n y  tha t a time 

s tu dy  had be e n a t t e m p t e d  for this d e p a r t m e n t  but w a s  not 

s u c c e s s f u l  b e c a u s e  the p e r s o n n e l  d id  not a c c u r a t e l y  or 

a d e q u a t e l y  fill o u t  the time sheets. T i m e  c a r d s  w e r e  al so  

p r o p o s e d  at  one ti me  for the M a y o r  and C i t y  C o u n c i l  but this 

idea w a s  rejected.

I N T E R N A L  A U D I T

T m :  c a l c u l a t i o n  of  i n t e r f u n d  c h a r g e s  f r o m  t h i s  d e ­

p a r t m e n t  w a s  t h e  r e s p o n s b i l i t y  of t h e  I n t e r n a l  A u d i t o r  

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a c t u a l  i n t e r f u n d  

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

a c t u a l  a u d i t o r  h o u r s  s p e n t  o n  e a c h  u t i l i t y  b y  t h e  p r e d e t e r ­

m i n e d  c o s t  p e r  h o u r .  T h e  h o u r l y  c h a r g e  w a s  b a s e d  o n  t h e  

s a l a r i e s  a n d  o v e r h e a d  o f  t h e  d e p a r t m e n t  a s  o u t l i n e d  in 

E x h i b i t  6 a. T e s t i m o n y  w a s  r e c e i v e d  t h a t  t h e  h o u r l y  r a t e s  

c h a r g e d  b y  this d e p a r t m e n t  are r e a d j u s t e d  as p e r s o n n e l  

c h a n g e s  a n d  pay i n c r e a s e s  for  .Municipal e m p l o y e e s  t a k e
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ef fe ct . E x h i b i t s  s h o w i n g  t h a t  s u b s t a n t i a l l y  h i g h e r  c os t s 

w o u l d  be i n c u r r e d  if t h e s e  s e r v i c e s  w e r e  p u r c h a s e d  o u t s i d e  

the M u n i c i p a l i t y  w e r e  p r o v i d e d .  T h e  I n t e r n a l  A u d i t o r ,  w h o  

c a l c u l a t e s  the a c t u a l  c h a r g e s  of t h i s  d e p a r t m e n t ,  has an o n­

goi n g  w o r k l o a d  a nd is a b l e  to e s t i m a t e  w i t h  a c c u r a c y  his 

c h a r g e s  to o t h e r s  for b u d g e t a r y  p u r p o s e s .  He a l s o  -works 

w i t h  s ta f f of v a r i o u s  d e p a r t m e n t s  to h e l p  d e t e r m i n e  his 

c o st s  b a s e d  on t h e i r  needs.

C O M M U P I T Y  P H 0 M 0 T I O N

T h e  c a l c u l a t i o n  of i n t e r f u n d  c h a r g e s  fr om  this 

d e p a r t m e n t  w e r e  p e r f o r m e d  by the P u b l i c  I n f o r m a t i o n  O f f i c e r  

and t he  C i t y  B u d g e t  O f f i c e r  o n  the b a s i s  of two costs: one, 

the c c s t  of m e m b e r s h i p  to the C i t y  in the A l a s k a  M u n i c i p a l  

L e a g u e  and the A l a s k a  C h a m b e r  of C o m m e r c e  and, two, the 

space d i s t r i b u t i o n  in the 1974 a n n u a l  rep o rt .

T h e  d e t e r m i n a t i o n  o f  e a c h  u t i l i t y ' s  c o s t  for the 

M u n i c i p a l  L e a g u e  and C h a m b e r  m e m b e r s h i p s  w a s  a l l o c a t e d  on 

the r a t i o  of the n u m b e r  of e m p l o y e e s  per u t i l i t y  to the 

total n u m b e r  of C i t y  e m p l o y e e s .  The a l l o c a t i o n  for sp a ce  in 

the a n n u a l  r e p o r t  w a s  e x p r e s s e d  as a p e r c e n t a g e  of e a c h  

u t i l i t y ' s  s p a c e  in r e l a t i o n s h i p  to the e n t i r e  cos t of the 

c.nnual re port.

T e s t i m o n y  w a s  g i v e n  tha t t h r o u g h  an i n a d v e r t e n t  

error the c o s t  of the m e m b e r s h i p  fees was not i n t e r f u n d e d  

for the 1975 t e s t  year. It is the inten t i on , howe ve r, of 

the M u n i c i p a l i t y  to a l l o c a t e  the e x p e n s e  of th ese m e m b e r s h i p s  

in the future. In a dd ition, the M u n i c i p a l i t y  has d e c i d e d  

to d i s c o n t i n u e  the p u b l i c a t i o n  of the a n nu a l r e p o r t  aft er 

1975.
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C I T Y  C L E R K  A D M I N I S T R A T I O N  

Th e c a l c u l a t i o n  of th e se  i n t e r f u n d  c h a r g e s  w a s  the 

r e s p o n s i b i l i t y  of the C i t y  C l e r k  w o r k i n g  w i t h  the C i t y  

B u d g e t  Of f ic e r.  T h e  s e r v i c e s  p r o v i d e d  by the C i t y  C l e r k  to 

the s u b j e c t  u t i l i t i e s  in this d o c k e t  a re  the c o s t s  i n c u r r e d
l

by the C l e r k ' s  O f f i c e  in p r o v i d i n g  s e r v i c e s  to the u t i l i t y  

a d v i s o r y  b o a r d s  and c o m m i s s i o n s .  T h e s e  s e r v i c e s  i n c l u d e  

r e c o r d i n g  s e c r e t a r i e s ,  t r a n s c r i b i n g  m i n u t e s ,  o v e r h e a d ,  

m a il in g, etc. The a c t u a l  charge, c a l c u l a t e d  by the C o n ­

tro l l e r  D i vi si on , w a s  b a s e d  on 1/20 of the t o t a l  c o s t  of 

p r o v i d i n g  s e r v i c e s  to all of the C i t y  b o a r d s  and c o m m i s­

sions. T h e r e  w a s  t e s t i m o n y  that in the f u t u r e  t h e s e  c h a r g e s  

will not be  interfuncec. but wil l be s e r v i c e s  p r o v i d e d  i n­

tern a l l y  by e a c h  u ti li ty.

C IT Y  C L E R K  - R E C O R D S  R E T E N T I O N  

The c a l c u l a t i o n  of t h e s e  i n t e r f u n d  c h a r g e s  w a s  the 

r e s p o n s i b i l i t y  of t he  C i t y  C l e r k  w o r k i n g  w i t h  the C i t y  

B u d g e t  O f f i c e r  u s i n g  t h e i r  p r e v i o u s  e x p e r i e n c e s  in p r o v i d i n g  

the s e r v i c e  of m i c r o f i l m i n g  r e c o r d s  of v a r i o u s  d e p a r t m e n t s .  

The a c t u a l  c h a r g e s  w e r e  for the s e r v i c e s  r e c e i v e d ,  a n d  the 

cost was d e t e r m i n e d  on an h o u r l y  c h a r g e  b a s e d  on s a l a r i e s  

and ov e rh ea d . The fo r m  for a p a r t i c i p a t i n g  d e p a r t m e n t  to 

r e q u e s t  m i c r o f i l m i n g  w a s  p r o v i d e d  as E x h i b i t  32. T i m e  

she ets w e r e  ke p t by  the p e r s o n n e l  in this d e p a r t m e n t  for the 

c a l c u l a t i o n  of the a c t u a l  cost. W h e n  b u d g e t i n g  for this 

service, a u t i l i t y  w o u l d  c o n s u l t  w i t h  the C i t y  Cler k,

R e c or ds  R e t e n t i o n  p e r s o n n e l  to d e t e r m i n e ,  b a s e d  on the r e­

quested  work, w h a t  the p r o j e c t e d  c o s t s  w o u l d  be. It is 

noted t h a t  for the test ye ar  1975 t h e r e  w e r e  no c h a r g e s  to 

;,v;U and v e r y  m i n i m a l  c h a r g e s  to A T U  and  MLfiP.
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C I T Y  A T T O R N E Y  

T h e  c a l c u l a t i o n  o f  t h e s e  c h a r g e s  w a s  t h e  r e s p o n ­

s i b i l i t y  o f  t h e  C i t y  A t t o r n e y  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  

O f f i c e r  a n d  t h e  a c t u a l  c h a r g e s  w e r e  c a l c u l a t e d  b y  t h e  O f f i c e  

o f  t h e  C i t y  A t t o r n e y .  A  r e t a i n e r  w a s  c h a r g e d  t o  e a c h  u t i l ­

i t y  a n d  t h e  P o r t  as i t s  p o r t i o n  o f  t h e  m a i n t e n a n c e  o f  t h e  

C i t y  A t t o r n e y ' s  f i l e s ,  r e f e r e r c e  l i b r a r y  a n d  o v e r h e a d .  It  

s h o u l d  b e  n o t e d  t h a t  t h e r e  w a s  n o  r e t a i n e r  a l l o c a t e d  t o  t h e  

g e n e r a l  g o v e r n m e n t  d e p a r t m e n t s .  T h e  a t t o r n e y  t i m e  w a s  a l l o ­

c a t e d  a t  $ 6 0  a b i l l a b l e  h o u r ,  f o r  t h e  y e a r  1 9 7 5 ;  e a c h  a t t o r ­

n e y  k e p t  a r e c o r d  o f  h i s  w o r k l o a d  a t t r i b u t a b l e  t o  t h e  u t i l ­

i t i e s .  T e s t i m o n y  w a s  g i v e n  t h a t  a t  t h e  p r e s e n t  t i m e  a n d  

fo r  t h e  t e s t  y e a r  1 9 7 5 ,  t h e r e  w a s  n o  f o r m  f o r  t h e  a t t o r n e y s  

t o  f i l l  o u t ,  a n d  in s o m e  i n s t a n c e s  t i m e  k e e p i n g  w a s  n o t e d  

o n  d e s k  c a l e n d a r s  a n d  i n  o t h e r  i n a p p r o p r i a t e  w a y s .  V a r i o u s  

e x p e n s e s  a s s o c i a t e d  w i t h  l i t i g a t i o n  w e r e  a l l o c a t e d  t o  t h e  

a p p r o p r i a t e  u t i l i f v .  T h  . C i t y  B u d g e t  O f f i c e r  s t a t e d  i n  t h e  

e v e n t  o f  a m o n e t a r y  a w a r d  b y  t h e  C o u r t s  in. f a v o r  of a u t i l ­

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

I f  a u t i l i t y  w o u l d  c o n t r a c t  w i t h  a n  a t t o r n e y  o u t ­

s i d e  t h e  C i t y  A t t o r n e y ' s  s t a f f ,  t h e  c o s t  a s s o c i a t e d  in t h i s  

m a t t e r  w o u l d  b e  b i l l e d  d i r e c t l y  to  t h e  u t i l i t y .

P R O P E R T Y  M A N A G E M E N T  

T h e  c a l c u l a t i o n  o f  i n t e r f u n d  c h a r g e s  b y  t h i s  

d e p a r t m e n t  w a s  d o n e  b y  t h e  P r o p e r t y  M a n a g e m e n t  O f f i c e r  

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h i s  d i v i s i o n  is t h e  

Office, o f  R e c o r d  f o r  a l l  r e a l  p r o p e r t y  i n c l u d i n g  r i g h t s - o f -  

w a y ,  b u i l d i n g s  a n d  a n y  n o n - m o v a b l e  e q u i p m e n t  t h a t  is M u n i c i -  

• p a l  p r o p e r t y .



A  r e t a i n e r  w a s  c h a r g e d  t o  e a c h  u t i l i t y  a n d  t h e  

g e n e r a l  g o v e r n m e n t  u n i t  w h i c h  c o v e r e d  t h e  s a l a r y ,  b e n e f i t s  

a n d  s p a c e  a l l o c a t e d  t o  t h e  R e c o r d s . i C l e r k . T h e  v o l u m e  of  

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

w a s  a f a c t o r  t a k e n  i n t o  c o n s i d e r a t i o n  in  d e t e r m i n i n g  t h e  

r e t a i n e r .  T h e  r e t a i n e r  w a s  i n s t i t u t e d  b y  t h e  C i t y  A t t o r n e y  

i n  1 9 7 4 ,  w h e n  P r o p e r t y  M a n a g e m e n t  c a m e  u n d e r  h i s  s u p e r v i ­

s i o n .  It i s n o w  s e p a r a t e  a n d  t h e  r e a s o n a b l e n e s s  o f  t h e  

r e t a i n e r  s h o u l d  b e  r e - e v s l u a t e d .

T h e  a c t u a l  i n t e r f u n d  c h a r g e  w a s  t n e  b u d g e t e d  

r e t a i n e r  p l u s  t h e  a c t u a l  c h a r g e  o f  $ 1 7 . 5 0  a n  h o u r  f o r  a p p r a i s  

i n g  a n d  r i g h t - o f - w a y  l a n d  a c q u i s i t i o n .  T h e  h o u r l y  c o s t  w a s  

b a s e d  o n  an  a n a l y s i s  b y  t h e  I n t e r n a l  A u d i t o r  o f  t h e  s a l a r y  

a n d  o v e r h e a d  in t h i s  d e p a r t m e n t .  T h e  P r o p e r t y  M a n a g e m e n t  

O f f i c e r  a n d  t h e  C o n t r o l l e r  D i v i s i o n  c a l c u l a t e d  t h e  a c t u a l  

c h a r g e s .

T h e  M u n i c i p a l i t y  p r o v i d e d  t h r o u g h  E x h i b i t  1 1 a  

c o m p a r a b l e  h o u r l y  c o s t s  o f  i n d e p e n d e n t  a p p r a i s e r s .  T h e  

c h a r g e  b y  t h e  p r o p e r t y  m a n a g e m e n t  d i v i s i o n  t o  e a c h  u t i l i t y  

w a s  s i g n i f i c a n t l y  l e s s  t h a n  t h e  c o s t  c h a r g e d  b y  a n  i n d e ­

p e n d e n t  a p p r a i s e r .

A D M I N I S T R A T I V E  S E R V I C E S ,  A D M I N I S T R A T I O N

T h e  c a l c u l a t i o n  o f  t h e s e  c h a r g e s  w a s  t h e  r e s p o n ­

s i b i l i t y  o f  t h e  C i t y  B u d g e t  O f f i c e r  i n  c o n s u l t a t i o n  w i t h  t h e  

A s s i s t a n t .  C i t y  M a n a g e r ,  A d m i n i s t r a t i v e  S e r v i c e s ,  t h e  S t a f f  

A c c o u n t a n t ,  a n d  t h e  F i n a n c i a l  M a n a g e m e n t  S y s t e m s  A c c o u n t a n t .  

T h e  c h a r g e s  to t h e  u t i l i t i e s  w e r e  e x p r e s s e d  a s  a p e r c e n t a g e  

o f  t h e  t o t a l  w o r k l o a d  o f  t h e  a b o v e  m e n t i o n e d  p e r s o n n e l .

T h e i r  w o r k l o a d  w a s  a n a l y z e d  b y  t h e  C i t y  B u d g e t  O f f i c e r



u t i l i z i n g  h i s  b e s t  e s t i m a t e  a n d  e x p e r t i s e  b a s e d  o n  t h e  

t i m e  t h e s e  i n d i v i d u a l s  s p e n t  o n  u t i l i t y  m a t t e r s  in f o u r  

a r e a s :  c u r r e n t  o p e r a t i n g  b u d g e t ;  e x i s t i n g  c a p i t a l  i m p r o v e ­

m e n t  p r o g r a m ;  p r o j e c t e d  b o n d  s a l e s ;  u s e  o f  t h e  c o m p u t e r i z e d  

a c c o u n t i n g  s y s t e m .  T h e  a c t u a l  c h a r g e ,  c a l c u l a t e d  b y  t h e  

C o n t r o l l e r  D i v i s i o n ,  w a s  d e t e r m i n e d  b y  a p p l y i n g  t h e  w e i g h t e d  

p e r c e n t a g e s  t o  t h e  a c t u a l  1 9 7 5  e x p e n s e  o f  t h i s  d e p a r t m e n t .  

T h e  a c t u a l  c h a r g e s  f o r  1 9 7 5  w e r e  l e s s  t h a n  t h e  b u d g e t e d  

a m o u n t .  T h e  r e a s o n  g i v e n  w a s  t h a t  v a c a n c y  f a c t o r s  w e r e  

g r e a t e r  t h a n  b u d g e t e d ,  s o  t h e  i n t e r f u n d  c h a r g e s  w e r e  a d ­

j u s t e d  b a c k w a r d s  o n  t h e  b a s i s  of t h e  c a l c u l a t e d  w e i g h t e d  

p e r c e n t a g e s .  T h e  p e r s o n n e l  o f  t h i s  d e p a r t m e n t  r e v i e w  t h e i r  

w o r k  l o a d  a n n u a l l y  w i t h  t h e  C i t y  E u d g e t  O f f i c e r  t o  d e t e r m i n e  

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

T h i s  d e p a r t m e n t  is t h e  O f f i c e  o f  M a n a g e m e n t  an d  

E u d g e t  f o r  t h e  1 9 7 6  b u d g e t  y e a r .

C O N T R O L L E R

T h e  c a l c u l a t i o n  of  t h e  i n t e r f u n d  c h a r g e s  o f  t h i s  

d e p a r t m e n t ,  w h i c h  w a s  t h e  g e n e r a l  a c c o u n t i n g  a r m  of  t h e  C i t y ,  

w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  C o n t r o l l e r  a n d  s t a f f  w o r k i n g  

w i t h  t h e  C i t y  B u d g e t  O f f i c e r .

T h r e e  c a t e g o r i e s  of  c o s t s  a r e  a n a l y z e d  to d e t e r ­

m i n e  t h e  p e r c e n t a g e  o f  t i m e  s p e n t  o n  u t i l i t y  m a t t e r s .  T h e  

f i r s t  c a t e g o r y ,  r e g u l a r  c h a r g e s ,  ( a c c o u n t a n t s '  t i m e  i n  

t h e  g e n e r a l  a c c o u n t s  p a y a b l e  c a t e g o r y ) , a l l o c a t e d  i t s  c o s t s  

f o r  t h e  1 9 7 5  t e s t  y e a r  b a s e d  o n  d e s k  a u d i t  t i m e  s t u d i e s  

p e r f o r m e d  o v e r  a o n e  m o n t h  p e r i o d .  T h e  C o n t r o l l e r  s e l e c t e d  

t h e  t i m e  p e r i o d  a n d  b o t h  d a i l y  a n d  h o u r l y  t i m e  s t u d i e s  w e r e
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p e r f o r m e d .  E x h i b i t  1 3 a  w a s  p r o v i d e d ,  w h i c h  w a s  t h e  d e s k  

a u d i t  t i m e  s h e e t s  f o r  N o v e m b e r  1 9 7 4 .  T h e  e m p l o y e e s  w e r e  r e ­

s p o n s i b l e  f o r  i n t e r p r e t a t i o n  o f  w o r k l o a d  a n d  f i l l i n g  o u t  

t i m e  s h e e t s .

T h e  s e c o n d  c a t e g o r y  w a s  t h e  p a y r o l l  s y s t e m .  T h e  

a l l o c a t i o n  f a c t o r s  f o r  e a c h  u t i l i t y  w e r e  a r r i v e d  a t  b y  

d e t e r m i n i n g ,  t h r o u g h  d e s k  a u d i t  t i m e  s t u d i e s  f o r  a m o n t h  a n d  

a n a n a l y s i s  o f  p a y r o l l  t r a n s a c t i o n s  f o r  e a c h  u t i l i t y ,  t h e  ' 

w o r k l o a d  f o r  e a c h  u t i l i t y  e x p r e s s e d  a s  a p e r c e n t a g e  o f  t h e  

t o t a l  w o r k l o a d  o f  t h i s  d i v i s i o n .

T h e  t h i r d  c a t e g o r y  w a s  t h e  f i n a n c i a l  m a n a g e m e n t  

s y s t e m  (FI1S), a n d  t h e s e  c o s t s  w e r e  a l l o c a t e d  o n  t h e  b a s i s  o f  

d e s k  a u d i t  t i m e  s t u d i e s  o v e r  t h e  s a m e  m o n t h l y  p e r i o d  a l o n g  

w i t h  a n  a n a l y s i s  o f  t h e  F M S  t r a n s a c t i o n s  f o r  e a c h  u t i l i t y .  

T h i s  i n c l u d e d  c o m p u t e r  m a c h i n e  t i m e  t h a t  t h e  C o n t r o l l e r  u s e d  

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

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

i n t e r f u n d  p r o c e s s .  T h e  w e i g h t e d  a v e r a g e  of  t h e  a l l o c a t i o n  

p e r c e n t a g e s  i n  e a c h  o f  t h e  t h r e e  c a t e g o r i e s ,  r e g u l a r  c h a r g e s ,  

p a y r o l l  s y s t e m s ,  a n d  F.MS w a s  a p p l i e d  t o  t h e  a c t u a l  1 9 7 5  

c o n t r o l l e r  e x p e n s e ,  a n d  c a l c u l a t e d  b y  t h i s  d e p a r t m e n t .

T R E A S U R Y

T h e  c a l c u l a t i o n  o f  t h e  i n t e r f u n d  c h a r g e s  o f  t h i s  

d e p a r t m e n t  w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  T r e a s u r e r  a n d  s t a f f  

w o r k i n g  w i t h  t h e  C i t y  E u d g e t  O f f i c e r .

T h e  T r e a s u r y  w a s  r e s p o n s i b l e  f o r  t h e  r e c e i p t  a n d  

c u s t o d y  o f  a l l  f u n d s  f or  t h e  C i t y ,  i n c l u d i n g  u t i l i t y  m o n i e s .  

T h e  T r e a s u r e r ,  s u p e r v i s o r  o f  t i n s  d e p a r t m e n t ,  w a s  r e s p o n ­

s i b l e  f or  t h e  i n v e s t m e n t  o f  a l l  f u n d s  i n c l u d i n g  u t i l i t y  b o n d
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f u n d s  a n d  h a n d l e s  a l l  s t r e e t  a n d  w a t e r  a s s e s s m e n t s .  E x ­

h i b i t  3 0  w a s  p r o v i d e d  t o  s h o w  t h e  m o n t h l y  r e p o r t s  m a d e  b y  

r h e  T r e a s u r e r  i n d i c a t i n g  t h e  s t a t u s  o f  a l l  c a s h  a n d  i n v e s t ­

m e n t s  o f  t h e  M u n i c i p a l i t y .

T h e r e  a r e  t h r e e  s e c t i o n s  u n d e r  t h e  T r e a s u r y  D e ­

p a r t m e n t :  R e c e i p t s  a n d  C u s t o d y ,  P a r k i n g  V i o l a t i o n s  a n d

A s s e s s m e n t s .  T h e  T r e a s u r e r  m a d e  t h e  d e t e r m i n a t i o n  t h a t  h a l f  

of  t h e  a d m i n i s t r a t i v e  e x p e n s e  o f  t h i s  d e p a r t m e n t  b e  a l l o ­

c a t e d  a s  o v e r h e a d  e q u a l l y  t o  t h e s e  t h r e e  s e c t i o n s .  T h i s  

a l l o c a t i o n  b e c a m e  a p a r t  o f  t h e  c o s t s  o f  s e r v i c e  p r o v i d e d  b y  

e a c h  s e c t i o n .

C h a r g e s  t o  e a c h  o f  t h e  s u b j e c t  u t i l i t i e s  f o r  s e r ­

v i c e s  r e n d e r e d  b y  t h e  R e c e i p t s  a n d  C u s t o d y  S e c t i o n  w e r e  

b a s e d  o n  a o n e  w e e k  t i m e  s t u d y  in 1 9 7 4  in w h i c h  t h e  i n d i v ­

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

t r a n s a c t i o n s  h a n d l e d .  A s a m p l e  o f  t h e  t i m e  s h e e t  w a s  n o t  

a v a i l a b l e  b e c a u s e  o f  t h e  r e l o c a t i o n  o f  t h i s  d e p a r t m e n t  a n d  

t h e  d i s p o s a l  o f  t h e s e  r e c o r d s .  T h e  a c t u a l  e x p e n s e  t o  e a c h  

u t i l i t y  w a s  e x p r e s s e d  a s  a p e r c e n t a g e  o f  t h e  t o t a l  c o s t  o f  

p r o c e s s i n g  a l l  t r a n s a c t i o n s  b y  t h i s  s e c t i o n .

P a r k i n g  V i o l a t i o n s  d i d  n o t  a f f e c t  a n y  o f  t h e  

s u b j e c t  u t i l i t i e s .

T h e  a l l o c a t i o n  of  t h e  A s s e s s m e n t  s e c t i o n  i n t e r f u n d  

e x p e n s e  w a s  a l s o  b a s e d  o n  a o n e  w e e k  t i m e  s t u d y  in 1 9 7 4  o f  

t h o s e  i n d i v i d u a l s  w o r k i n g  i n  th e s e c t i o n  b a s e d  on t h e  n u m b e r  

o f h o u r s  s p e n t  on  e a c h  a s s e s s m e n t  p r o b l e m .  I t s h o u l d  b e  

n o t e d  t h a t  t h e  o n l y  u t i l i t y  r e q u i r i n g  t h e s e  s e r v i c e s  .is AV 7U . 

T h e  a c t u a l  i n t e r f u n d  e x p e n s e  of t h e  A s s e s s m e n t  D i v i s i o n  w a s
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e x p r e s s e d  as a p e r c e n t a g e  o f  A W U ' s c o s t  .in r e l a t i o n  t o  t h e

e n t i r e  c o s t  o f  t h i s  s e c t i o n .

T h e  r e m a i n i n g  h a l f  o f  a l l  i n t e r f u n d  e x p e n s e s  o f  

t h e  T r e a s u r y  D e p a r t m e n t  w a s  a l l o c a t e d  t o  e a c h  u t i l i t y  a n d  

t h e  g e n e r a l  g o v e r n m e n t  u n i t  b a s e d  o n  t h e i r  a v e r a g e  e q u i t y  

in t h e  i n v e s t m e n t  a c c o u n t s  d u r i n g  t h e  t w o  m o n t h s  p r i o r  to  

t h e  1 9 7 5  b u d g e t  p r e p a r a t i o n .  T h i s  w a s  e x p r e s s e d  a s  a p e r ­

c e n t a g e  o f  t h e  t o t a l  e q u i t y  i n v e s t m e n t  o f  t h e  C i t y  a n d

a p p l i e d  b y  t h e  C o n t r o l l e r  D i v i s i o n  t o  t h e  a c t u a l  c o s t s  o f

t h i s  d e p a r t m e n t .

F o r  t h e  1 9 7 7  b u d g e t ,  t h e  s e w e r  u t i l i t y  w i l l  h a v e  

s u b s t a n t i a l  i m p a c t  o n  t h i s  d e p a r t m e n t .  A l s o ,  t e s t i m o n y  w a s  

r e c e i v e d  t h a t  m a n y  d i f f e r e n t  f u n d s  w i l l  b e  h a n d l e d  b y  t h i s  

d e p a r t m e n t  a s  a r e s u l t  o f  u n i f i c a t i o n .  T h e  m e t h o d o l o g y  u s e d  

t o d e t e r m i n e  i n t e r f u n d  c h a r g e s  f o r  t h i s  d e p a r t m e n t  n e e d s  r e -  

e v a l u a t i o n  in l i g h t  of  u n i f i c a t i o n .

P R I N T  S H O P

T h e  c a l c u l a t i o n  of t h e  i n t e r f u n d  c h a r g e s  f o r  t h i s  

d e p a r t m e n t  w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  u t i l i t y  m a n a g e r s  

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r ,  a n d  a c t u a l  c h a r g e s  w e r e  

c o m p u t e d  b y  t h e  P r i n t  S h o p  S u p e r v i s o r  i n  a c c o r d a n c e  w i t h  t h e  

P r i n t  S h o p  P r i c e s  p r o v i d e d  as  E x h i b i t  1 5 a .  T h e s e  p r i c e s  

w e r e  b a s e d  o n  s a l a r i e s  a n d  o v e r h e a d .

It s h o u l d  b e  n o t e d  t h a t  t h e r e  w a s  o v e r  a 4 0 0 %  i n ­

c r e a s e  i n  t h e  b u d g e t e d  a n d  a c t u a l  a m o u n t s  i n t e r f u n d e d  i n  t h i s  

c a t e g o r y  f o r  A T U  a n d  A W U  in 1 9 7 5 .  T e s t i m o n y  w a s  g i v e n  t h a t  

t h e  p r o b a b l e  r e a s o n  f o r  t h i s  w a s  t h a t  A T U  o r d e r e d  a s e r i e s  

of  n e w  f o r m s ,  h a v i n g  u s e d  u p  f o r m s  t h a t  h a d  b e e n  p u r c h a s e d  

f r o m  a n  o u t s i d e  s u p p l i e r .  A s  a r e s u l t  t h e  i n i t i a l  c o s t  w a s  c o n
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s i d e r a b l y  g r e a t e r  t h a n  a n o r m a l  y e a r ' s  u s a g e .  A  p r i c e  s h e e t  

f r o m  K e n  V7 ray's P r i n t  S h o p  s u b s t a n t i a t e d  t h e  f a c t  t h a t  t h e  

P r i n t  S h o p  p r i c e s  a r e  a n y w h e r e  f r o m  o n e - t h i r d  to  o v e r  1 0 0 %  

l e s s  t h a n  t h e  s a m e  s e r v i c e  o f f e r e d  b y  a p r i v a t e  b u s i n e s s .

C O U R I E R  A N D  K A I L  

T h e  c a l c u l a t i o n  o f  t h e  i n t e r f u n d  c h a r g e s  o f  t h i s  

d e p a r t m e n t  w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  C i t y  E u d g e t  O f f i c e r  

a n d  a c t u a l  c h a r g e s  w e r e  c o m p u t e d  b y  t h e  M a i l  R o o m  C l e r k  a n d  

t h e  C o n t r o l l e r  D i v i s i o n .

T h e  a l l o c a t i o n  f a c t o r  u s e d  t o  d e t e r m i n e  t h e  a m o u n t s  

b u d g e t e d  t o  e a c h  u t i l i t y  w a s  b a s e d  o n  a n  a n a l y s i s  o f  t h e  

c u r r e n t  c o u r i e r  s c h e d u l e  ( 1 9 7 4 ) .  T h e  n u m b e r  of  c o u r i e r  

s t o p s  w h i c h  s e r v e d  e a c h  u t i l i t y  w a s  e x p r e s s e d  a s  a p e r c e n t ­

a g e  o f  t h e  t o t a l  a m o u n t  of  s t o p s .  T h i s  p e r c e n t a g e  b e c a m e  

e a c h  u t i l i t y ' s  a l l o c a t i o n  o f  t h e  a c t u a l  c o s t s  o f t h i s  d e ­

p a r t m e n t  .

I t  s h o u l d  b e  n o t e d  t h a t  fo r  1 9 7 5  A T U  r e c e i v e d  n o  

s e r v i c e  f r o m  t h i s  s e c t i o n  b e c a u s e  t h e  d e m a n d s  o f  t h i s  u t i l ­

i t y  b e c a m e  s u f f i c i e n t  t o  j u s t i f y  h i r i n g  i t s  o w n  e m p l o y e e  t o  

p r o v i d e  t h i s  s e r v i c e .  T e s t i m o n y  w a s  g i v e n  t h a t  t h e  m i n i m u m  

a m o u n t  o f  t i m e s  t h e  c o u r i e r  s e r v e s  M L & P  a n d  A W U  w a s  f o u r  

t i m e s  d a i l y .

T h e  m a i l r o o m  c h a r g e s  w e r e  t h e  r e s u l t  o f  j o i n t  

u t i l i t y  m a i l i n g s  (not c u s t o m e r  b i l l i n g )  a n d  w e r e  m i n i m a l .

E a c h  u t i l i t y  h a s  i t s  o w n  p o s t a g e  m a c h i n e  s o  t h e s e  c h a r g e s  

a r e  n o  l o n g e r  i n t e r f u n d e d .

I N S U R A N C E  A N D  C L A I M S  ( R I S K  M A N A G E M E N T )

T h e  c a l c u l a t i o n  o f  t h e  i n t e r  f u n d  c h a r g e s  f o r  t h i s  

d e p a r t m e n t  w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  I n s u r a n c e / C l a i m s
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O f f i c e r  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a l l o c a ­

t i o n  of  t h e s e  c h a r g e s  w a s  b a s e d  o n  t w o  c a t e g o r i e s :  c l a i m s  

a c t i v i t y  a n d  i n s u r a n c e  a c t i v i t y .

T h e  a c t u a l  c o s t  o f  p r o c e s s i n g  c l a i m s  f i l e d  a g a i n s t  

t h e  C i t y  w a s  c a l c u l a t e d  o n  a c o s t  p e r  c l a i m  b a s i s  a n d  

c h a r g e d  to  t h e  a p p r o p r i a t e  u t i l i t y ,  A  q u a r t e r l y  r e p o r t  w a s  

m a d e  i n d i c a t i n g  t h e  n u m b e r  o f  c l a i m s  f i l e d  a g a i n s t  e a c h  

u t i l i t y  a n d  t h e  g e n e r a l  g o v e r n m e n t  u n i t ,  t h e  t o t a l  e x p e n s e  

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

e a c h  u t i l i t y .  E x h i b i t  1 7 a  d e t a i l e d  t h e  1 9 7 5  c l a i m s  a g a i n s t  

e a c h  o f  t h e  s u b j e c t  u t i l i t i e s  a n d  p r o v i d e d  w o r k  s h e e t s  u s e d  

t o  d e t e r m i n e  t h e  c o s t  of e a c h  c l a i m  b a s e d  o n  t h i s  d e p a r t m e n t ' s  

o v e r h e a d  t o  p r o c e s s  t h e s e  c l a i m s .  I t  w a s  e m p h a s i z e d  t h a t  

t h i s  c h a r g e  is o n l y  t o  p r o c e s s  c l a i m s  a n d  d o e s  n o t  r e f l e c t  

p a y m e n t  to a n y  t h i r d  p a r t y .

T h e  c o s t  o f  p r o v i d i n g -  i n s u r a n c e  c o v e r a g e  t o  t h e  

v a r i o u s  u t i l i t i e s  d u r i n g  1 9 7 5  w a s  a l l o c a t e d  b y  w e i g h i n g  t h e  

t y p e  o f  i n s u r a n c e  a n d  c o v e r a g e  f o r  e a c h  u t i l i t y .  T e s t i m o n y  

w a s  g i v e n  r e g a r d i n g  t h e  d i v e r s i f i e d  n e e d s  a n d  n u m e r o u s  

k i n d s  o f  i n s u r a n c e  n e e d e d  b y  t h e  u t i l i t i e s  a n d  t h e  g e n e r a l  

g o v e r n m e n t  u n i t .  I t  is a p p a r e n t  t h a t  t h i s  is a n  e x t r e m e l y  

c o m p l e x  s u b j e c t .  T h e  j u d g m e n t  a n d  e x p e r i e n c e  o f  t h e  I n ­

s u r a n c e / C l a i m s  O f f i c e r  (R i s k  M a n a g e r )  w a s  t h e  b a s i s  f o r  t h e  

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

f o r  i n s u r a n c e  a c t i v i t y .  T h e  a c t u a l  a m o u n t  i n t e r f u n d e d  to 

A T U  in t h i s  d i v i s i o n  d o u b l e d  f o r  t h e  y e a r  1 9 7 5 .  T h e  r e a s o n  

f o r  t h i s  s u b s t a n t i a l  i n c r e a s e  w a s  t h e  r e q u i r e m e n t s  b y  O S H A  

t o  e s t a b l i s h  a s a f e t y  p r o g r a m  w h i c h  h e r e t o f o r  w a s  in t h e  

P e r s o n n e l  D e p a r t m e n t .  T h e  c o s t s  of  t h i s  S a f e t y  S e c t i o n  w e r e  

i n t e r f u n d e d  o n  t h e  b a s i s  of  t h e  n u m b e r  o f  a u t h o r i z e d  p o s i t i o n s
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w i t h i n  t h e  u t i l i t y  a n d  g e n e r a l  g o v e r n m e n t  u n i t  a n d  t h e  

p e r c e n t a g e  a p p l i e d  t o  t h e  a c t u a l  e x p e n s e  o f  t h i s  S e c t i o n .

T h e  M u n i c i p a l i t y  h a s  u n d e r t a k e n  a s e l f  i n s u r a n c e  

p r o g r a m  in s o m e  a r e a s  w h i c h  i s  n o t  r e f l e c t e d  i n  t h e  1 9 7 5  

t e s t  y e a r .  T h e r e  m a y  b e  a d e c r e a s e  in e x p e n s e  r e l a t e d  t o  

i n s u r a n c e  c o v e r a g e  b u t  t h i s  w i l l  b e  o f f s e t  b y  a n  i n c r e a s e  in 

t h e  e x p e n s e  o f  t h e  c l a i m s  a c t i v i t y .  I t  w i l l  b e  n e c e s s a r y  to 

r e - e x a m i n e  t h e  i n t e r f u n d  c h a r g e s  i n  t h i s  d i v i s i o n  b e c a u s e  o f  

t h i s  n e w  u n d e r t a k i n g .

P E R S O N N E L

T h e  c a l c u l a t i o n  o f  t h e  i n t e r f u n d  c h a r g e s  b y  t h i s  

d e p a r t m e n t  w a s  d e t e r m i n e d  b y  t h e  P e r s o n n e l  D i r e c t o r  a n d  

s t a f f  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .

T h e  a l l o c a t i o n  f a c t o r s  e s t a b l i s h e d  f o r  1 9 7 5  b u d g e t  

p u r p o s e s  w e r e  d e t e r m i n e d  b y  a t w o - s t e p  p r o c e s s .  T h e  c o s t  

f o r  e m p l o y e e / l a b o r  r e l a t i o n s ,  r e c o r d s ,  a n d  s a r e t y  t r a i n i n g  

w a s  a l l o c a t e d  b a s e d  o n  e a c h  u t i l i t i e s  p e r c e n t a g e  o f  t h e  

t o t a l  e m p l o y e e s  i n  t h e  C i t y  a t  t h e  t i m e  t h e  b u d g e t  w a s  

p r e p a r e d .  T h e  S a f e t y  S e c t i o n  w a s  t r a n s f e r r e d  t o  R i s k  M a n a g e ­

m e n t  t h e r e b y  r e d u c i n g  t h e  a c t u a ]  c o s t  o f  t h i s  s e r v i c e .

T h e  r e c r u i t m e n t  a n d  c l a s s i f i c a t i o n  c o s t s  o f  t h i s  

d i v i s i o n  w e r e  a l l o c a t e d  o n  t h e  t o t a l  n u m b e r  o f  c l a s s i f i e d  

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

t o t a l  n u m b e r  of C i t y  c l a s s i f i e d  e m p l o y e e s  a t  t h e  t i m e  t h e  

b u d g e t  w a s  p r e p a r e d .  T h e  a c t u a l  e x p e n s e  t o  e a c h  u t i l i t y ,  

c o m p u t e d  b y  th e C o n t r o l l e r  D e p a r t m e n t ,  w a s  d e t e r m i n e d  b y  

a p p l y i n g  t h e  w e i g h t e d  a v e r a g e  of t h e s e  t w o  p e r c e n t a g e s  t o  

t h e  a c t u a l  1 9 7 5  e x p e n s e  o f  t h i s  d e p a r t m e n t .

D A T A  P R O C E S S I N G

T h e  c a l c u l a t i o n  o f  t h e  i n t e r f u n d  c h a r g e s  b y  t h i s  

d e p a r t m e n t  w a s  p r e p a r e d  b y  t h e  D a t a  P r o c e s s i n g  M a n a g e r  a n d
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s t a f f  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a c t u a l  

c h a r g e s  w e r e  c o m p u t e d  b y  t h e  D a t a  P r o c e s s i n g  M a n a g e r  a n d  

s t a f f .

T h e  D a t a  P r o c e s s i n g  D e p a r t m e n t  w a s  r e s p o n s i b l e  f o r  

c o m p u t e r  t i m e  a n d  t h e  p e r s o n n e l  t o  a n a l y z e ,  p r o g r a m ,  k e y ­

p u n c h ,  if  n e c e s s a r y ,  a n d  m a i n t a i n  t h e  c o m p u t e r  p r o g r a m s .  

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

p u t e r  t i m e ;  t h e  m a c h i n e  i s  r u n n i n g  b e y o n d  c a p a c i t y  a n d  is ■ 

w o r k i n g  24 h o u r s  a d a y ,  s e v e n  d a y s  a w e e k . T h e  M u n i c i p a l i t y  

is a l s o  u t i l i z i n g  m i n i - c o m p u t e r s  d u r i n g  t h e  c u r r e n t  y e a r  

(1976) a n d  is c o n s i d e r i n g  th e  p u r c h a s e  of a l a r g e r  c o m p u t e r .  

N o  a t t e m p t  h a d  b e e n  m a d e  b y  t h e  C i t y ,  p r i o r  to  u n i f i c a t i o n ,  

n o r  th e  p r e s e n t  M u n i c i p a l i t y  t o  c o n t r a c t  f o r  t h e s e  s e r v i c e s .  

T h e  1 9 7 5  b u d g e t e d  e x p e n s e s  w e r e  c a l c u l a t e d  by  t h e  c o m p u t e r  

o n  t h e  b a s i s  o f  m a n  m o n t h s  a n d  p r o j e c t e d  c o s t  e s t i m a t e s  to  

a c c o m p l i s h  t h e  w o r k l o a d  e a c h  u t i l i t y  r e q u e s t e d .  T h e  a c t u a l  

e x p e n s e  w a s  b a s e d  o n  c o m p u t e r  t i m e  u t i l i z e d  d u r i n g  1 9 7 5  a n d  

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

t h a t  p u r p o s e .  T h e  e m p l o y e e s  o f  t h i s  d e p a r t m e n t  k e p t  t i m e  

s h e e t s  ( E x h i b i t  31) t r a c k i n g  t h e i r  w o r k l o a d  a n d  a s s e s s i n g  

t h e  p r o p e r  u t i l i t y .  T h e  h o u r l y  r a t e s  c h a r g e d  b y  t h i s  d e ­

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

in E x h i b i t  19B.

T e s t i m o n y  w a s  g i v e n  o n  t h e  p l a n s  f o r  m e r g i n g  t h e  

c o m p u t e r  s y s t e m s  o f  t h e  f o r m e r  C i t y  a n d  B o r o u g h  a n d  a p o s ­

s i b l e  p u r c h a s e  o f  c o m p u t e r s  as o p p o s e d  to p r e s e n t  l e a s e s .  

J a n u a r y  1 9 7 7  is t h e  t a r g e t  d a t e  f o r  a n  i n t e g r a t i o n  o f  t h e  

t w o  a c c o u n t i n g  s y s t e m s ,  a n d  t h i s  w i l l  d i c t a t e  a r e - e v a l u a t i o n  

o f  t h e  c h a r g e s  f o r  t h i s  d e p a r t m e n t ' s  s e r v i c e s .
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c o m p a n i e s  h a d  i n c r e a s e d  8 8 % f r o m  1 9 7 0  t o  1 9 7 4  oip/n i n e  t i m e s  

t h e  r a t e  o f  i n c r e a s e  o f  t h e  n a t u r a l  c e s  i n d u s t r y .  B a s e d  o n  

t h e  u . n c o n t r o v e r t e d  e v i d e n c e  p r e s e n t e d  b v  A G A S ,  t h e  C o m m i s -  

s i o n  w i l l  a l l o w  u s e  o f  a y e a r - e n d  r a t e  b a s e .

S t a f f  t e s t i f i e d  that- A G A S  is c u r r e n t l y  in t h e  p r o -

c e s s  of d e v e l o p i n g  c o n t i n u i n g  p r o p e r t y  r e c o r d s  { C P R s ) . A t
/

t h e  p r e s e n t  t i m e  p r o o e r t y  r e c o r d s  a r e  m a i n t a i n e d  o n  a l e d -

/
g e r  c a r d  s y s t e m .  / k S  4 2 . 0 5 . 4 6 1  r e q u i r e s  u t i l i t i e s  w i t h  a n n u a l  

r e v e n u e s  o v e r / ^ 1 0 0 , 0 0 0  t o  u t i l i z e  C P R s  f o r  p l a n t  r e c o r d s .  It 

w i l l  be i n c u m b e n t  o n  A G A S  to  a c h i e v e  c o m p l i a n c e  w i t h  t h i s  

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

ifmi ssi o n .

T h e r e  w a s  g e n e r a l  a g r e e m e n t  a m o n g  t h e  p a r t i e s  

r e g a r d i n g  t h e  r e a s o n a b l e n e s s  a n d  p r o p r i e t y  o f  a l l  c o m p o n e n t s  

o f  p l a n t  in s e r v i c e  a s  p r o p o s e d ,  w i t h  t h e  e x c e p t i o n  o f  

p r o p e r t y  p u r c h a s e d  f r o m  t h e  a f f i l i a t e ,  3 0 0 0  S p e n a r d  C o r p o ­

r a t i o n .  A t  i s s u e  w a s  t h e  d e t e r m i n a t i o n  o f  t h e  a p p r o p r i a t e  

v a l u e  t o  b e  a s s i g n e d  t o  t h a t  p r o p e r t y  i n t h e  r a t e  b a s e .

A G A S  h a s  i n c l u d e d  t h e  l a n d  in r a t e  b a s e  a t  t h e  s a l e s  p r i c e  

p a i d  to 3 0 0 0  S p e n a r d  C o r p o r a t i o n ,  w h i c h  w a s  b a s e d  o n  a n  

i n d e p e n d e n t  a p p r a i s a l  p e r f o r m e d  in M a y  1 9 7 4 .  T h e  s t a f f  

p r o p o s e d  a v a l u a t i o n  e q u i v a l e n t  to  t h e  o r i g i n a l  c o s t  t o  3 0 0 0  

S p e n c r d  C o r p o r a t i o n  w i t h  t h e  p o s s i b l e  c a p i t a l i z a t i o n  o f  

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

a t  t h e  d i s c r e t i o n  o f  t h e  C o m m i s s i o n .  S t a f f  o p p o s e d  t h e  

i n c l u s i o n  of  i n t e r c o m p a n y  p r o f i t s  ir. t h e  r a t e  b a s e  a n d  c i t e d  

a 1 9 4 5  S u p r e m e  C o u r t  c a s e  a s  p r i n c i p a l  s u p p o r t  f o r  i t s  

p o s i t i o n .  T h e  b u r d e n  o f  p r o o f  in t h i s  i s s u e  c l e a r l y  r e s i d e s  

w i t h  A G A S ,  p u r s u a n t  t o  7^S 4 2 . 0 5 . 5 1 1 ( c )  w h i c h  p r o v i d e s :

"(c) In a r a t e  p r o c e e d i n g  t h e  u t i l i t y  i n v o l v e d  

h a s  t h e  b u r d e n  o f  p r o v i n g  t h a t  a n y  w r i t t e n  o r  u n -

1 5 - 7 5 - 9 5  (7) 
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w r i t t e n  c o n t r a c t  o r  a r r a n g e m e n t  i t  m a y  h a v e  w i t h  

a n y  o f  i t s  a f f i l i a t e d  i n t e r e s t s  f o r  t h e  f u r n i s h i n g  

o f  a n y  s e r v i c e s  o r  f o r  t h e  p u r c h a s e ,  s a l e ,  l e a s e  

o r  e x c h a n g e  o f  a n y  p r o p e r t y  is n e c e s s a r y  a n d  c o n ­

s i s t e n t  w i t h  t h e  p u b l i c  i n t e r e s t  a n d  t h a t  t h e  p a y ­

m e n t  m a d e  t h e r e f o r ,  o r  c o n s i d e r a t i o n  g i v e n ,  i s  r e a s o n ­

a b l y  b a s e d ,  i n  p a r t ,  u p o n  t h e  s u b m i s s i o n  of  s a t i s ­

f a c t o r y  p r o o f  a s  t o  t h e  c o s t  t o  th e  a f f i l i a t e d  i n ­
t e r e s t  o f  f u r n i s h i n g  t h e  s e r v i c e  o r  p r o p e r t y  a n d ,  

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

h a v e  i n c u r r e d  if i t  f u r n i s h e d  t h e  s e r v i c e  o r  p r o p ­

e r t y  w i t h  i t s  o w n  p e r s o n n e l  a n d  c a p i t a l . "

A d d i t i o n a l l y , A G A S  h a s  d i r e c t e d  t h e  C o m m i s s i o n  t o  t h e  f i r s t

p a r t  o f  A S  4 2 . 0 5 . 4 1 1 ( b )  f o r  g u i d a n c e :

" (b) I n  d e t e r m i n i n g  t h e  v a l u e  f o r  r a t e  m a k i n g  

p u r p o s e s  o f  p u b l i c  u t i l i t y  p r o p e r t y  u s e d  a n d  u s e ­

f u l  in r e n d e r i n g  s e r v i c e  t o  t h e  p u b l i c ,  t h e  c o m m i s s i o n  

s h a l l  b e  g u i d e d  b y  a c q u i s i t i o n  c o s t  or, if l o w e r ,  t h e  

o r i g i n a l  c o s t  o f  t h e  p r o p e r t y  t o  t h e  p e r s o n  f i r s t  

d e v o t i n g  i t  t o  p u b l i c  s e r v i c e , . . . "

T h e  p r o p e r t i e s  u n d e r  c o n s i d e r a t i o n  a r e  s i t u a t e d  i n  

K e n a i ,  E a g l e  R i v e r ,  a n d  A n c h o r a g e .  T h e  A n c h o r a g e  p r o p e r t y  

is c o m p r i s e d  o f  t h r e e  p a r c e l s  o n  I n t e r n a t i o n a l  /'.irport R o a d  

d e s i g n a t e d  a s  t h e  O p e r a t i o n s  C e n t e r .  R e n t a l  p a y m e n t s  o n  t h e  

f o r m e r  O p e r a t i o n s  C e n t e r  o n  S p e n a r d  R o a d  a r e  a l s o  t a n g e n t -  

i a l l y  r e l e v a n t  d u e  t o  t h e  t i m i n g  o f  t h e  t r a n s i t i o n  f r o m  t h e

o l d  t o  t h e  n e w  l o c a t i o n .  T h e  d a t e s  a n d  a m o u n t s  o f  t h e

p u r c h a s e s  a n d  s a l e s  b y  3 0 0 0  S p e n a r d  C o r p o r a t i o n  a n d  t h e  

i n t e r v e n i n g  r e n t a l s  b y  A G A S  a r e  s u m m a r i z e d  o n  A p p e n d i x  1.

T h e  p r i n c i p a l  b u s i n e s s  a c t i v i t y  o f  3 0 0 0  S p e n a r d  

C o r p o r a t i o n ,  t h e  A l a s k a n  s u b s i d i a r y  o f  B a l d w i n  P r o p e r t i e s ,  

I n c . ,  a s u b s i d i a r y  of  A K I ,  is p r o p e r t y  i n v e s t m e n t  a n d  d i s ­

p o s i t i o n .  T h e  c o m p a n y  is r e p r e s e n t e d  in  A l a s k a  b y  V i c e  

P r e s i d e n t  R i c h a r d  B a r n e s ,  w h o  i s  als.o a n  o f f i c e r  a n d  e m ­

p l o y e e  of  A G A S  a n d  A P C .  M r .  B a r n e s  t e s t i f i e d  t h a t  h e  s p e n d s

b e t w e e n  o n e  t o  t w o  pe±*cent o f  h i s  t i m e  o n  3 0 0 0  S p e n a r d

C o r p o r a t i o n  r e s p o n s i b i l i t i e s .  T h e  c o m p a n y ' s  c u r r e n t  p o r t ­

f o l i o  o f i n v e s t m e n t s  is a n  o f f i c e  b u i l d i n g  in M e w  O r l e a n s
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a n d  2 5  p a r c e l s  c o n t i g u o u s  t o  A G A S '  o f f i c e  b u i l d i n g .  T h e  

o n l y  p r o p e r t y  p r e v i o u s l y  o w n e d  b y  3 0 0 0  S p e n a r d  C o r p o r a t i o n  

a n d  n o t  s o l d  t o A G A S  w a s  a 22 a c r e  p a r c e l  o n  K o d i a k .  T h i s  

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

q u i r i n g  t h e  a s s e t s  o f  a f o r m e r  s u b s i d i a r y  of  A K I ,  B u r g e s s .

A G A S  o r i g i n a l l y  l e a s e d  a l l  t h e  p r o p e r t i e s  i t  

p u r c h a s e d  f r o m  3 0 0 0  S p e n a r d  C o r p o r a t i o n  w i t h  t h e  e x c e p t i o n  

of  P a r c e l  C o n  I n t e r n a t i o n a l  A i r p o r t  R o a d .  A  r e p r e s e n t a t i v e  

l e a s e  a g r e e m e n t  ( E x h i b i t  47 ),  d a t e d  J a n u a r y  1, 1 9 6 9 ,  b e t w e e n  

t h e  p a r t i e s  p r o v i d e d  f o r  a 15%  r e t u r n  o n  t h e  a p p r a i s e d  

v a l u a t i o n  w i t h  r e - a p p r a i s a l s  a t  5 y e a r  i n c r e m e n t s  d u r i n g  t h e  

16 y e a r  t e r m  o f  t h e  l e a s e .  T h e  C h i e f  A p p r a i s e r ,  S t a t e  o f  

A l a s k a ,  D i v i s i o n  o f  L a n d s ,  a w i t n e s s  f o r  i n t e r v e n o r s  A k P I R G  

a n d  J a q e r  t e s t i f i e d  t h a t  b a s e d  c n  h i s  s t u d i e s  o f  t h e  p r i v a t e  

m a r k e t ,  t h e  m a r k e t  r a t e  f o r  lea.ses o n  b a r e  g r o u n d  w i t h  

a p p r a i s a l s  a t  f i v e  y e a r  i n c r e m e n t s  w a s  c u r r e n t l y  8% a n d  w a s  

in t h e  6- 8 % r a n g e  in 1 9 6 9 .  T h e r e  w a s  t e s t i m o n y  t h a t  in l a t e  

1 9 7 3 ,  t h e  d e c i s i o n  w a s  m a d e  by A G A S ,  p u r s u a n t  t o  a n  u n w r i t t e n  

o p t i o n  o r r i g h t  o f  f i r s t  r e f u s a l ,  t o  p u r c h a s e  t h e  s u b j e c t  

p r o p e r t i e s  f r o m  3 0 0 0  S p e n a r d  C o r p o r a t i o n .  A s  a r e s u l t ,  

t h e r e  w a s  a n  i n f o r m a l  a g r e e m e n t  b e t w e e n  t h e  p a r t i e s  f o r  

c o n s e r v a t i v e  r e n t  e s c a l a t i o n  w i t h o u t  r e - a p p r a i s a l s  f o r  1 9 7 4  

a n d  f o r  t e r m i n a t i o n  o f t h e  l e a s e s  a t  D e c e m b e r  31, 1 9 7 4 ,  b y  

m u t u a l  c o n s e n t .  In F e b r u a r y  1 9 7 4 ,  3 0 0 0  S p e n a r d  C o r p o r a t i o n  

p u r c h a s e d  P a r c e l  C o n I n t e r n a t i o n a l  A i r p o r t  R o a d .  T h e  

a p p r a i s a l s  o n  w h i c h  t h e  s a l e s  p r i c e s  w e r e  b a s e d  w e r e  c o m ­

p l e t e d  i n  M a y  1 97 4 .  A p p r o x i m a t e l y  33 % o f  t h e  E a g l e  R i v e r  

p a r c e l  w a s  s o l d  b y  3 0 0 0  S p e n a r d  C o r p o r a t i o n  t o  t h e  S t a t e  of  

A l a s k a  in O c t o b e r  1974, f o r  ? 4 8 , 0 0 0 .  T h e  s a l e  o f  t h e  p r o ­

p e r t i e s  to  A G A S  w a s  consi mi te d i n D e c e m b e r  .1974 , t i m e d  t o



c o i n c i d e  w i t h  t h e  a v a i l a b i l i t y  c f  f i n a n c i n g .  R e n t s  p a i d  o n  

a c q u i r e d  p r o p e r t i e s  w e r e  e l i m i n a t e d  f r o m  t h e  t e s t  y e a r .  T h e  

l a n d ,  s i t e  i m p r o v e m e n t s ,  a n d  t r a n s p o r t a t i o n  b u i l d i n g  a t  

I n t e r n a t i o n a l  A i r p o r t  R o a d  w e r e  i n c l u d e d  i n  t h e  r a t e  b a s e .  

H o w e v e r ,  s i n c e  t h e  r e m a i n i n g  b u i l d i n g s  a t  t h a t  s i t e  w e r e  

c o m p l e t e d  a f t e r  t h e  e n d  o f  t h e  t e s t  y e a r  a n d  w e r e  n o t  i n c o r ­

p o r a t e d  in r a t e  b a s e ,  A G A S  r e t a i n e d  t h e  e x p e n s e s  a s s o c i a t e d  

w i t h  t h e  S p e n a r d  R o a d  O p e r a t i o n s  C e n t e r  i n  i t s  o p e r a t i n g  

e x p e n s e s  a s  a r e p r e s e n t a t i v e  s u b s t i t u t e  f o r  t h e  n e w  O p e r ­

a t i o n s  C e n t e r .  A G A S  a r g u e d  t h a t  t h i s  a p p r o a c h  w a s  c o n s e r v a ­

t i v e  a n d  t h e r e b y  f a i r .  T h e  t r a n s i t i o n  w a s  c o m p l e t e d  i n  K a y  

o f  1 9 7 6 .  It is t h e  o p i n i o n  o f  t h e  C o m m i s s i o n  t h a t  t h e  

t r e a t m e n t  p r o p o s e d  b y  t h e  u t i l i t y  is n o t  u n r e a s o n a b l e .

S e c t i o n  5 1 1 ( c )  o f  A S  4 2 . 0 5  e s t a b l i s h e s  c e r t a i n  

t e s t s  f o r  e v a l u a t i n g  t h e  r e a s o n a b l e n e s s  a n d  p r o p r i e t y  o f

a f f i l i a t e d  i n t e r e s t  t r a n s a c t i o n s .  P r o p e r t y  l e a s e s  a n d  s a l e s

s u c h  a s  t h o s e  u n d e r  d i s c u s s i o n  m u s t  b e  n e c e s s a r y  a n d  c o n ­

s i s t e n t  w i t h  t h e  p u b l i c  i n t e r e s t .  P a y m e n t s  m a d e  t h e r e f o r e  

m u s t  b e  b a s e d ,  i n  p a r t ,  o n  t h e  c o s t  t o  t h e  a f f i l i a t e d  i n ­

t e r e s t  o f  f u r n i s h i n g  t h e  p r o p e r t y  a n d ,  i n  p a r t ,  o n  t h e  c o s t  

t h e  u t i l i t y  w o u l d  h a v e  i n c u r r e d  if it  h a d  f u r n i s h e d  t h e  

p r o p e r t y  w i t h  i t s  o w n  c a p i t a l .

A G A S  a r g u e d  t h a t  t h e  c o s t  t o  3 0 0 0  S p e n a r d  C o r p o r a ­

t i o n  o f  f u r n i s h i n g  t h e  p r o p e r t i e s  w a s  e q u i v a l e n t  t o  t h e  

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

p a r t y  a t  t h e  t i m e  o f  t h e  t r a n s a c t i o n ,  w h i c h ,  in t u r n ,  w a s  

e q u i v a l e n t  t o the. c o s t  A G A S  w o u l d  h a v e  i n c u r r e d  if it h a d  

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

•at  t h a t  t i m e .  T h i s  d e f i n i t i o n  of  c o s t  is n o t  in c o n f o r m ­

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



—

t o  c i r c u m v e n t  t h e  i n t e n t  o f  A S  4 2 . 0 5 . 5 1 1 ( c )  t o  p r o h i b i t  

e x c e s s i v e  i n t e r c o m p a n y  p r o f i t s .  A f f i l i a t e d  i n t e r e s t  t r a n s ­

a c t i o n s  r e q u i r e  t h e  h i g h e s t  s c r u t i n v  b y  t h i s  C o m m i s s i o n .

T h e  i n t e r p r e t a t i o n  p r o p o s e d  b y  A G A S  w o u l d  p r e c l u d e  s u c h  a 

r e v i e w .  W h i l e  t h e  u t i l i t y  m a y  a r g u e  t h a t  AG.AS w o u l d  h a v e  

p a i d  as m u c h  o r  m o r e  f o r  s i m i l a r  p u r c h a s e s  f r o m  n o n - a f f i ­

l i a t e s ,  t h e  f a c t  r e m a i n s  t h a t  t h e  s a l e s  b e t w e e n  a f f i l i a t e d  

i n t e r e s t s  o f f e r  t o  t h e  c o m m o n  p a r e n t  i m m e d i a t e  b e n e f i t s ,  i n ­

c l u d i n g  f a v o r a b l e  c a p i t a l  g a i n s  t a x  t r e a t m e n t  of  3 0 0 0  S p e n a r d  

C o r p o r a t i o n ' s  p r o f i t s ,  w h i c h  m a n d a t e  c i r c u m s p e c t i o n .

A  r e v i e w  o f  t h e  l a n d  a c t i v i t i e s  a n d  p o r t f o l i o  o f  

3 0 0 0  S p e n a r d  C o r p o r a t i o n  in  A l a s k a  w o u l d  i n d i c a t e  t h a t  t h e  

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

A G A S .  A t  l e a s t  o n e  p a r c e l  w a s  r e n t e d  t o  A G A S  a t  t h e  s a m e  

t i m e  as i t s  p u r c h a s e ,  a n d  o n e  p a r c e l  w a s  p u r c h a s e d  a f t e r  

A G A S  h a d  a p p a r e n t l y  c o m m i t t e d  i t s e l f  to  r e - p u r c h a s e  t h e  

l a n d .  T h e  C o m m i s s i o n  is n o t  i n c l i n e d  t o  s u b s t i t u t e  i t s  

j u d g m e n t  f o r  t h a t  o f  m a n a g e m e n t ,  b u t  it is a p p r o p r i a t e  to  

q u e s t i o n  w h e t h e r  o r  n o t  i n v e s t m e n t s  w e r e  i n c u r r e d  p r u d e n t l y  

b y  a u t i l i t y  in e x e r c i s i n g  i t s  r e s p o n s i b i l i t y  t o  s e r v e  t h e  

p u b l i c .  T h e  t i m i n g  a n d  a m o u n t s  o f  t h e  l a n d  p u r c h a s e s  c e r ­

t a i n l y  r a i s e  d o u b t s .  T h e  s t a f f  h a s  a r g u e d  t h a t  i n t e r c o m p a n y  

p r o f i t s  s h o u l d  b e  p r o h i b i t e d  r e g a r d l e s s  o f  a n  a s s e s s m e n t  of 

t h e  d e g r e e  t o  w h i c h  a n  a f f i l i a t e d  t r a n s a c t i o n  w a s  c o n d u c t e d  

a t  a r m s  l e n g t h .  Tt lias c i t e d  C o l o r a d o  I n t e r s t a t e  G a s  C o .  v. 

F e d e r a l  l o w e r  C o m m i s s i o n ,  334 U . S .  581, 65 S. C t .  82 9,  89 

L.  Ed 1 2 0 6  ( 1 94 5) , t o s u p p o r t  i t s  p o s i t i o n .

I t  is t h e  d e t e r m i n a t i o n  o f  t h e  C o m m i s s i o n  b a s e d  o n  

t h e  e v i d e n c e  p r e s e n t e d  o n  the r e c o r d  t h a t  t h e  p r o p e r t i e s  

p u r c h a s e d  f r o m  3 C 0 0  S p e n a r d  C o r p o r a t i o n  s h o u l d  b e  i n c l u d e d

- 7 5 - 9 5 (7)
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in r a t e  b a s e  a t  t h e  o r i g i n a l  c o s t  to 3 0 0 0  S p e n a r d  C o r p o r a ­

ti o n .  A n  a l l o w a n c e  w i l l  b e  a d d e d  to t h e  b a s e  a m o u n t ,  w h e r e  

a p p l i c a b l e ,  f or  c a p i t a l i z a t i o n  o f  t h e  r e t u r n ,  at t h e  r a t e  

e s t a b l i s h e d  b v  t h i s  O r d e r ,  w h i c h  w o u l d  h a v e  b e e n  e a r n e d  o n  

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

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

p e r i o d s .  T h e  r e s u l t i n g  v a l u a t i o n s  a r e  d e t a i l e d  o n  A p p e n d i x  1

T h e  o r i g i n a l  c o s t  o f  p l a n t  i n  s e r v i c e  is r e d u c e d  

b y  t h e  y e a r - e n c  a c c u m u l a t e d  d e p r e c i a t i o n .  T h e  s t a f f  h a s  

p r o p o s e d  a n  a d j u s t m e n t  t o  t h e  a s s e t  l i f e  o f  t h e  h e a d q u a r t e r s  

b u i l d i n g  f r o m  20 t o  33 y e a r s  t o  c o n f o r m  w i t h  t h e  d e p r e c i a ­

t i o n  r a t e  u t i l i z e d  b y  A G A S  f o r  o t h e r  s t r u c t u r e s  a n d  w i t h  

I n t e r n a l  R e v e n u e  S e r v i c e  ( I R S ) . A G A S  h a s  a r g u e d  t h a t  i t  is 

i n a p p r o p r i a t e  to m a k e  i s o l a t e d  c h a n g e s  in d e p r e c i a t i o n  r a t e s  

w i t h o u t  a c o m p l e t e  d e p r e c i a t i o n  s t u d y ,  w h i c h  is s c h e d u l e d  to 

b e  p e r f o r m e d  in t h e  n e x t  y e a r  o r  so. H o w e v e r ,  if t h e  C o m ­

m i s s i o n  a p p r o v e d  t h e  a d j u s t m e n t  p r o p o s e d  b y  s t a f f ,  it  w o u l d  

b e  e q u a l l y  a p p r o p r i a t e  t o  r e d u c e  t h e  l i f e  e x p e c t a n c y  of  

c o m m u n i c a t i o n s  e q u i p m e n t  f r o m  33 t o  12 y e a r s  a s  p r o p o s e d  

by A G A S .  T h e  s t a f f  c o n c u r r e d  w i t h  t h i s  r e c o m m e n d a t i o n .  T h e  

C o m m i s s i o n  c a n n o t  o v e r l o o k  t h e  o b v i o u s  i n e q u i t i e s  in t h e  

d e p r e c i a t i o n  s c h e d u l e  a s  f i l e d  in t h e  p e r m a n e n t  r a t e  r e q u e s t .  

T h e  C o m m i s s i o n  d o e s  n o t  a g r e e  w i t h  A G A S '  a s s e r t i o n  r e g a r d i n g  

i t e m i z e d  r e v i e w  a n d  m o d i f i c a t i o n  o f  t h e  d e p r e c i a t i o n  s c h e d ­

u l e  a n d  w i l l  e n d o r s e  b o t h  d e p r e c i a t i o n  a d j u s t m e n t s .

A n o t h e r  c o m p o n e n t  o f  r a t e  b a s e  p r o p o s e d  b y  A G A S  is 

a g a s  p l a n t  a c q u i s i t i o n  a d j u s t m e n t ,  l e s s  a c c u m u l a t e d  r e s e r v e  

f o r  a m o r t i z a t i o n .  P r i o r  to  1 9 67 , the  s t o c k  o f A P C  w a s  o w n e d  

50.415. b y  .AKI a n d  4 9 . 5 9 ?  by  U n i o n - M a r a t h o n  (U-M) . A K I  h a d  

C l a s s  A  v o t i n g  s t o c k ;  U - M  h a d  C l a s s  B n o n - v o t i n g  s t o c k ,

U - 7 5 - 9 5  ( 7 )  
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A
L

A
S

K
A

 
P

IJ
H

L
IC

 
U

T
|

l_
»

T
ir

5
 

C
O

M
M

IS
S

IO
N

 

li
r.

fk
 

M
A

C
K

A
V

 
•

U
I

L
O

I
N

C

1  THE S T A T E  OF A L A S K A

2 T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

3
Before C o m m i s s i o n e r s : G o r d o n  J. Zerbetz, C h a irman

4 M a r v i n  R. U e a t h e r l y
C a r o l y n  S. Guess 
S u s a n  !1. K n o w l e s  
S t u a r t  C. Hall

U - 79-32

R D E R  N O . 4

A C C E P T I N G  S T I P U L A T I O N

32 The C o m m i s s i o n  w i l l  a ccept  the S t i p u l a t i o n  dated

13 September 5, 1979 e x e c u t e d  by K e n a i  U t i l i t y  S e rvice  C o r p o r a t i o n

14 and the Staff of the Commiss ion, b u t  su bje c t s  its a c c e p t a n c e

15 of this S t i p u l a t i o n to the f o l l o w i n g  express c o n d i t i o n s :

16
■ C D Ke n a i  U t i l i t y Service C o r p o r a t i o n  shall file on or

17 b e f o r e  O c t o b e r 22, 1979 a m ended tariff sheets r e f l e c t i n

18 the rates and rate design a p p r o v e d  by a c c e p t a n c e  of

19 this Stipulation;

20 (2 ) K e n a i  U t i l i t y Service C o r p o r a t i o n  shall r e f u n d  or

21 credit the a c c oun ts of those c u s t omers that have been

22 ch arged a rate on an i n t e r i m  basis that is in excess of

Service C c r z o r a t i o n  shall file the time

31 (45 (9/26/79)



r e c o r d  of Mr. C o v i n g t o n  for the c a l e n d a r  y e a r  1980 w i t h  

it ; 1980 a n n u a l  r e p o r t  to the C o m m i s s i o n ;

(5) K e n a i  U t i l i t y  S e r v i c e  C o r p o r a t i o n  s h a l l  d e m o n s t r a t e  to 

the C o m m i s s i o n  by y e a r - e n d  1980 that its c o n t i n u i n g  

p r o p e r t y  r e c o r d s  e xist in a form s a t i s f a c t o r y  to the 

Commission.

IT IS SO ORDERED.

DATED A N D  E F F E C T I V E  at A n c h o r a g e ,  A l a s k a  this 26thday of
S e p t e m b e r ,  19 79.

Stuart C. Kail .""Commissioner
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S T A T E  O F  A L A S K A  

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

4

5

6

7

E e f o r e  C o m m i  ss i c n e r  s : C a r o l y n  S. G u e s s ,  C h a i r m a n  

M a r v i n  R. W e a t h e r l y  
S u s a n  m . K n o w l e s  

S t u a r t  C. H a l l  

D i a n a  E. S n o w d e n

10 

T *,

In t h e  M a t t e r  o f  th e F i l i n g  of 

T a r i f f  R e v i s i o n s  by P E L I C A N  

U T I L I T Y  C O M P A N Y  for F u e l  C o s t  
R a t e  A d j u s t m e n t s  a t  S a n d  P o i n t ,  

A l a s k a

U - 8 1 - 8 9  

O R D E R  NO. 10

1 3

14

1 5  

26

17

18

19

20 
21 

22 

*> O4. -J

24

25

26 

27 

2c 

2 9 

30

O R D E R  G R A N T I N G  P E R M A N E N T  A P P R O V A L  O F  N E W  F U E L  S U R C H A R G E  A N D  
E S T A B L I S H I N G  T H E  C A L C U L A T I O N  F O R  F U T U R E  S U R C H A R G E  F I L I N G S

BY T H E  C O M M I S S I O N :

O n  D e c e m b e r  2, 1 9 8 1 ,  in O r d e r  N o .  1 o f  t h i s  p r o c e e d i n g ,  

the C o m m i s s i o n  s u s p e n d e d  p e r m a n e n t  a p p r o v a l  of t h r e e  f u e l  s u r ­

c h a r g e  f i l i n g s ,  d e s i g n a t e d  as T A 2 0 - 2 3 0 ,  T A 2 1 - 2 3 0 ,  an d  T A 2 3 - 2 3 0 ,  

f i l e d  by  P E L I C A N  U T I L I T Y  C O M P A N Y  ( P e l c o )  for  it s  S a n d  P o i n t  s e r ­

v i c e  a r e a .  In t h a t  O r d e r  t h e  C o m m i s s i o n  r a i s e d  q u e s t i o n s  a b o u t  

P e l c o ' s  f u e l  p u r c h a s e  a r r a n g e m e n t  w i t h  an  a f f i l i a t e d  i n t e r e s t ,
i
|

P e l i c a n  D i s t r i b u t i n g  C o m p a n y  ( P D C ) ,  a n d  t h e  m e t h o d s  u s e d  in the 

t h r e e  f i l i n g s  t o  c a l c u l a t e  k i l o w a t t - h o u r  (KWH) s a l e s .

O n  t h e  f o r m e r  m a t t e r ,  t h e  C o m m i s s i o n  n o t e d  t h a t  in AS
i:

: 4 2 . 0 5 . 5 1 1 ( c )  it is c l e a r  t h a t  a u t i l i t y  h a s  t h e  b u r d e n  of p r o v i n g

; t h a t  a p u r c h a s e  a r r a n g e m e n t  w i t h  an a f f i l i a t e d  i n t e r e s t  is n e c e s -

s a r y  a n d  c o n s i s t e n t  w i t h  t h e  p u b l i c  i n t e r e s t .  On  th e  l a t t e r

m a t t e r ,  t h e  C o m m i s s i o n ' s  c o n c e r n  c e n t e r e d  o n  P e l c o ' s  s u b t r a c t i n g  

fi ve  p e r c e n t  o f  its g e n e r a t i o n  as a l i n e  l o s s  to a r r i v e  at K W H  

: s a l e s .  (A r e d u c t i o n  in K W H  s a l e s  c a u s e s  an i n c r e a s e  in t h e  s u r -

• i

c h a r g e ,  a n d  v i c e  v e r s a . )  T h e  C o m m i s s i o n  d i r e c t e d  P e l c o  t o  r e d u c e  

' t h e  b i l l e d  s u r c h a r g e s  t o  e l i m i n a t e  t h e  e f f e c t  o f  t h e  f i v e  o c r c c n t

U - 8 1 - 8 9 ( 1 0 )  ( 1 0 / 2 6 / 8 2 )
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~ ! r e d u c t i o n  to K W H  s a l e s  a n d  to r e f u n d  to  i t s  c u s t o m e r s  t h e  e x c e s s

^  • i

1 r e v e n u e s  c o l l e c t e d .  In a d d i t i o n ,  t h e  C o m m i s s i o n  a p p r o v e d ,  on an 

^ i n t e r i m  b a s i s ,  s u r c h a r g e s  r e c a l c u l a t e d  w i t h o u t  t h e  f i v e  p e r c e n t  

r e d u c t i o n  to K W H  s a l e s .

-1 S u b s e q u e n t l y ,  in O r d e r s  N o s .  3, 4, 5, a n d  8 in t h i s  p r o -
I» i

^ c e e d i n g ,  th e C o m m i s s i o n  g r a n t e d  i n t e r i m  r e f u n d a b l e  a p p r o v a l  to 

' f i v e  o t h e r  s u r c h a r g e s .  In e a c h  of t h e  l a t t e r ,  P e l c o  h a d  c a l c u -
u

® l a t e d  t h e  s u r c h a r g e  w i t h o u t  m a k i n g  a f i v e  p e r c e n t  r e d u c t i o n  to i ts

- ' K W H  s a l e s .  O r d e r  N o .  6 n o t e d  t h a t  t h e  C o m m i s s i o n  S t a f f  ( S t a f f )
ii

-0 a n d  P e l c o  h a d  a g r e e d  t h a t  the f i v e  p e r c e n t  r e d u c t i o n  s h o u l d  n o t  be
t.

• I 4

1 1 m a d e  to K W H  s a l e s .  T h u s ,  t h e  r e m a i n i n g  i s s u e  w a s  t h e  r e a s o n a b l e -

12 n e s s  o f  P e l c o ' s  f u e l  p u r c h a s e  a g r e e m e n t .

13 O n  D e c e m b e r  28, 1 9 8 1 ,  P e l c o  f i l e d  an a n a l y s i s  t o  j u s t i f y

14 its f u e l  p u r c h a s e  a r r a n g e m e n t  w i t h  P D C .  T h e  a n a l y s i s  c a l c u l a t e d  

13 ' a n  a n n u a l  e x p e n s e  to P e l c o  of $ 7 5 , 5 2 0  if t h e  u t i l i t y  w e r e  to in-

16 s t a l l  a n d  m a i n t a i n  its o w n  t a n k s  a n d  f u e l i n g  f a c i l i t i e s .  T h e

17 u t i l i t y ' s  a n a l y s i s  w a s  b a s e d  on a n n u a l  o p e r a t i n g  e x p e n s e s  a s s o c i a -

18 t e d  w i t h  the p u r c h a s e  o f  f u e l  t a n k s ,  i n c l u d i n g  a 1 5 . 7  p e r c e n t  L a t e

19 o f  r e t u r n  o n  t h e  a d d i t i o n a l  r a t e  b a s e ,  f i v e - y e a r  d e p r e c i a t i o n

2 Q l i v e s  f o r  t h e  t a n k s ,  a n d  a $ 1 , 2 0 0  a n n u a l  m a i n t e n a n c e  e x p e n s e  

'j-1 t h e r e o n .
jj -
e
c T h e  S t a f f  a n a l y z e d  t h i s  f i l i n g  a n d  n o t e d  t h a t  t h e  c a l -

23 c u l a t i o n s  a n d  e s t i m a t e s  p r o v i d e d  w e r e  n o t  s u p p o r t e d  b u t  a p p e a r e d  

r e a s o n a b l e  w i t h  t h e  e x c e p t i o n  of t h e  d e p r e c i a t i o n  l i v e s  o f  the2 ^  
c  o  

q  o n
jj a  cn t a n k s .  P e l c o  e s t i m a t e d  a n a n n u a l  d e p r e c i a t i o n  e x o e n s e  o f  $ 2 3 , 4 0 0

_  rj rx >

1 -v o

C”

S  rn Pi "56 k ase<3 o n  an o r i g i n a l  c o s t  of th e t a n k s  of  $ 1 1 7 , 0 0 0 .  S t a f f  n o t e d
rj r\’

w T  *>7 t h a t  t h e  s h o r t e s t  l i f e  to be u s e d  for s t o r a g e  t a n k s  w o u l d  be
U Tv “ ‘

f-i

-> <  r: 20 y e a r s ,  w h i c h  w o u l d  m e a n  an a p p r o x i m a t e  S 1 7 , 0 0 0  r e d u c t i o n  to the
c  it

&  t' a n n u a l  d e p r e c i a t i o n  e x p e n s e .  In a d d i t i o n ,  S t a f f  n o t e d  t h a t  t h e
t ** ^ V-* y 
rr rr* v.

'r r  -rate o f  r e t u r n  c a l c u l a t i o n  of 1 5 . 7  p e r c e n t  w a s  arestc-r t h a n  t he
c- £  £ e 30

<  r, ^ 14.4 p e r c e n t  r e t u r n  r e c e n t l y  a p p r o v e d  for  P e l c o  in D o c k e t  U - 8 1 - 5 4 .

>(10)
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5

6

7

8

9

10

11

12

13

14

1 3

1 6

1 7

1 8

1 9

20

21

22

23

24

2 5

2 6

2 7

2 8

2 9

30

31

22

T h i s  d i f f e r e n c e  in r e t u r n  a m o u n t e d  to an a p p r o x i m a t e  $ 2 , 3 0 0  d i f­

f e r e n c e  in r e v e n u e ,  b u t  S t a f f  b e l i e v e d  t h e  d i f f e r e n c e  w a s  i m m a t e­

r i a l  if t h e  r e v e n u e  r e q u i r e m e n t  for t h e  s t o r a g e  t a n k s  w a s  a d j u s t e d  

for t h e  d e p r e c i a t i o n  e x p e n s e  r e d u c t i o n  c a u s e d  b y  t he c h a n g e  in the 

s e r v i c e  l i v e s  of  t h e  s t o r a g e  t a n k s .  S t a f f  m a i n t a i n e d  t h a t  th e 

$ 1 7 , 0 0 0  d e p r e c i a t i o n  a d j u s t m e n t ,  b a s e d  on t h e  l o n g e r  l i f e ,  w a s  the 

o n l y  a p p r o p r i a t e  r e d u c t i o n  to t h e  r e v e n u e  r e q u i r e m e n t  c a l c u l a t e d  

b y  P e l c o .

S t a f f ,  t h e r e f o r e ,  c a l c u l a t e d  t h a t  th e r e v e n u e  r e q u i r e­

m e n t  o n  t h e  t a n k  a n d  f u e l i n g  f a c i l i t y  w o u l d  be  a p p r o x i m a t e l y  

$ 5 8 , 2 5 0  ( $ 7 5 , 5 2 0  - $ 1 7 , 0 0 0 ) .  A f t e r  r e v i e w  of the p r e s e n t  d i f f e r ­

e n c e  b e t w e e n  t h e  p r i c e  P D C  p a y s  for i t s  f u e l  a nd  t he  p r i c e  P D C  

c h a r g e s  P e l c o ,  S t a f f  c o n c l u d e d  t h a t  t h e  u t i l i t y  h a d  p r o v i d e d  o r i m a  

f a c i e  e v i d e n c e  t h a t  t h e r e  w o u l d  be no s i g n i f i c a n t  d i f f e r e n c e  b e ­

t w e e n  (a) a t o t a l  r e v e n u e  r e q u i r e m e n t  for P e l c o  i n c l u d i n g  c o s t s  of 

f u e l  p u r c h a s e d  f r o m  P D C  a n d  (b) a t o t a l  r e v e n u e  r e q u i r e m e n t  i n­

c l u d i n g  t h e  u t i l i t y ' s  c o s t s  of i n s t a l l i n g  a n d  m a i n t a i n i n g  i t s  own 

t a n k s  a n d  f u e l i n g  f a c i l i t i e s .

H o w e v e r ,  S t a f f  d i d  b e l i e v e  t h a t  a s e r i o u s  p o t e n t i a l  

p r o b l e m  e x i s t e d  c o n c e r n i n g  the p r i c e  o f  f u e l  to be u s e d  in f u t u r e  

F C R A  f i l i n g s .  In p a r t i c u l a r ,  t h e  m e t h o d  by  w h i c h  P D C  c a l c u l a t e s
’1
t h e  d o c k  p r i c e  a n d  P e l c o ' s  r e v e n u e  r e q u i r e m e n t  on the t a n k  f a c i l -  

t i t y  c a n n o t  be r e c o n c i l e d  in d e t e r m i n i n g  a r e a s o n a b l e  c o s t  j u s t i ­

f i c a t i o n  f o r  f u t u r e  r a t e  p r o c e e d i n g s .

li
P e l c o  is b i l l e d  by P D C  at  a v a r i a b l e  r a t e  a b o v e  the

i li >
. C h e v r o n  p r i c e  b i l l e d  to  PD C.  T h e  P D C  p r i c e  to P e l c o  ( t h e  d o c k

p r i c e )  is 25 p e r c e n t  a b o v e  t he  C h e v r o n  p r i c e  to P D C  l e s s  15ff p er

• *

: g a l l o n .  H o w e v e r ,  t h e  g a l l o n s  c o n s u m e d  v a r y  f r o m  p e r i o d  to peri'od.

i

Fo r e x a m p l e -  in a r e c e n t  s u r c h a r g e  f i l i n g ,  T A 3 5 - 2 3 0 ,  P e l c o  s h o w e d  

an a n n u a l  f u ? l  c o n s u m p t i o n  of 4 6 5 , 4 5 4  g a l l o n s .  In the tes t y e a r  

(I 9S 0)  u s e d  to c a l c u l a t e  t he  r e v e n u e  r e q u i r e m e n t  in U - S l - 5 4 ,  t h e  

y e a r l y  f u e l  c o n s u m p t i o n  w a s  5 1 6 , 0 4 9  g a l l o n s .  T h u s ,  t h e  a c t u a l

- 8 1 - 5 9 ( 1 0 )  
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a n n u a l  e x p e n s e  to P e l c o  a s s o c i a t e d  w i t h  i t s  p u r c h a s e  of f u e l  f r o m

! i  . . .
P D C  v a r i e s .  T h e  e x p e n s e  i n c r e a s e s  w i t h  b o t h  i n c r e a s e s  m  c o n -

j.

s u m p t i o n  a n d  i n c r e a s e s  in th e p e r - c a l l o n  p r i c e  of f u e l .
I

I n  e f f e c t ,  w h a t  is h a p p e n i n g  is t h a t  t h e r e  is a f i x e d  

c o s t  ( P e l c o :  $ 7 5 , 5 2 0 ;  S t a f f :  $ 5 8 , 2 5 0 )  a s s o c i a t e d  w i t h  i n s t a l l a ­

t i o n  of t h e  f u e l  t a n k s ,  b u t  P D C 1s r e v e n u e  is b a s e d  on a v a r i a b l e  

r e i m b u r s e m e n t  ( t h e  p r o d u c t  o f  25 p e r c e n t  of th e  C h e v r o n  p r i c e  l e s s  

1 5 b  p e r  g a l l o n  m u l t i p l i e d  b y  t h e  g a l l o n s  s o l d ) .  T h e  y e a r l y  e x ­

p e n s e  a s s o c i a t e d  w i t h  P e l c o ' s  i n s t a l l a t i o n  e n d  m a i n t e n a n c e  of the' 

t a n k s  w i l l  n o t  c h a n g e  s i g n i f i c a n t l y  f r o m  y e a r  to y e a r ,  b u t  t h e  

r e v e n u e  r e c e i v e d  by  P D C  m a y  c h a n g e  s i g n i f i c a n t l y  b a s e d  o n  the 

p r i c e  a n d  a m o u n t  of f u e l  p u r c h a s e d  by  P e l c o .  T h e  a n n u a l i a e a  r e i m ­

b u r s e m e n t  t o  P D C  o n  th e  b a s i s  of th e  r e c e n t  s u r c h a r g e  f i l i n g ,  

T A 3 5 - 2 3 0 ,  is $ 5 2 , 1 3 1 .  T h i s  a m o u n t  is b a s e d  on  a d o c k  p r i c e  of  

1 1 . 2 d  p e r  g a l l o n  a b o v e  t he  C h e v r o n  p r i c e  ( 1 1 . 2 b  p e r  g a l l o n  p r i c e  

d i f f e r e n t i a l  t i m e s  a n n u a l  f u e l  c o n s u m p t i o n  o f 4 6 5 , 4 5 4  g a l l o n s  

e q u a l s  $ 5 2 , 1 3 1 ) .

S t a f f  a d v i s e d  th e C o m m i s s i o n  of t h r e e  a l t e r n a t i v e  s o l u ­

t i o n s  f o r  d e a l i n g  w i t h  t h i s  p r o b l e m .  T h e  f i r s t  a l t e r n a t i v e  w o u l d  

be  for P D C  t o  c h a r g e  ( i n t e r f u n d )  P e l c o  a f l a t  y e a r l y  e x p e n s e  a s s o ­

c i a t e d  w i t h  t h e  t a n k s  an d c h a r g e  P e l c o  t he  s a m e  f u e l  p r i c e  p e r  

g a l l o n  t h a t  P D C  p a y s  C h e v r o n .  T h i s  s o l u t i o n  w o u l d  n e c e s s i t a t e  an 

a d j u s t e d  r e v e n u e  r e q u i r e m e n t  an d a c h a n g e  in th e  b a s e  p r i c e  of 

f u e l  for s u r c h a r g e  c a l c u l a t i o n s .

A s e c o n d  a l t e r n a t i v e  w o u l d  be  for P e l c o  to i n s t a l l  th e 

t a n k s  a n d  p u r c h a s e  fu el  d i r e c t l y  f r o m  C h e v r o n .  As in the  a l t e r n a ­

t i v e  a b o v e ,  a n a d j u s t e d  r e v e n u e  r e q u i r e m e n t  w o u l d  h a v e  to be ca'i • 

c u l a t e d .

A t h i r d  a l t e r n a t i v e  p r o p o s e d  by S t a f f  w o u l d  he to a l l o w

* P D C  to c o n t i n u e  to u s e  the  p r e s e n t  m e t h o d  of d e t e r m i n i n g  its or ice 

to P e l c o ,  a n d  P e l c o  w o u l d  be r e q u i r e d  e i t h e r  to i n s t a l l  t h e  t a n k
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“ f a r m  or t o i n t e r f u n d  an a n n u a l  e x p e n s e  in i ts  n e x t  r e v e n u e  re-

“ cuirerr.ent a p p l i c a t i o n  p r e s e n t e d  t o th e  C o m m i s s i o n .  U n d e r  th e fu el

" p r i c e  to P e l c o  f r o m  P D C  w h i c h  is r e f l e c t e d  in T A 3 5 - 2 3 Q ,  the u t i l -  

/
" ity a o p e a r s  to b e  p a y i n g  P D C  l e s s  t h a n  it w o u l d  c o s t  P e l c o  to in- 

D s t a l l  an d  m a i n t a i n  it s o w n  f u e l  t a n k s .  S t a f f  r e c o m m e n d e d  t h a t  if 

^ t h i s  a l t e r n a t i v e  w e r e  a d o p t e d ,  a c e i l i n g  of 1 2 .5cf pe r g a l l o n  

' s h o u l d  b e p l a c e d  o n  t h e  d i f f e r e n t i a l  b e t w e e n  P D C ’s p r i c e  to P e l c o  

B and th e C h e v r o n  p r i c e  to P D C .  T h e  1 2 . 5 ^  p e r  g a l l o n  f i g u r e  w a s  

' c a l c u l a t e d  by d i v i d i n g  t he  c o s t  o f  i n s t a l l i n g  a n d  m a i n t a i n i n g  th e 

- O  f u e l t a n k s  by  the a n n u a l  f u e l  c o n s u m p t i o n  r e f l e c t e d  in T A 3 5 - 2 3 0  

-- ( $ 5 8 , 2 5 0  d i v i d e d  by 4 6 5 , 4 5 4  g a l l o n s  e q u a l s  12.5pf p e r  g a l l o n ) .

12 T h i s  c e i l i n g  w o u l d  p r o t e c t  t h e  c o n s u m e r  if the  p r i c e  of fuel w e r e

13 to i n c r e a s e .  U n d e r  thi s a l t e r n a t i v e ,  P e l c o  w o u l d  n o t  h a v e  to re-

14 c a l c u l a t e  t he  b a s e  p r i c e  of f u e l  a n d  w o u l d  be a l l o w e d  to c o n t i n u e  

?.5 its p r e s e n t  s u r c h a r g e  c o m p u t a t i o n  u n t i l  F D C ' s  p r i c e  to P e l c o  ex-

1 6  c e e d e o  t h e  C h e v r o n  p r i c e  b y  m o r e  thai. 12 Opi p e r  g a l l o n .  If the

17 p r i c e  c h a r g e d  P e l c o  by P D C  e x c e e d e d  t h e  C h e v r o n  p r i c e  by  m o r e  t h a n  

I B  1 2 . p e r  g a l l o n ,  P e l c o  w o u l d  c a l c u l a t e  the c u r r e n t  f u e l  c o s t  as

19 th e C h e v r o n  p r i c e  p l u s  1 2 . 5pf pe r  g a l l o n .

2 0  S t a f f  e x p r e s s e d  i ts b e l i e f  t h a t  t h e  t h i r d  a l t e r n a t i v e

21 w a s  the m o s t  p r a c t i c a l  s o l u t i o n .  P e 1 l e a n ' s  c u s t o m e r s  w o u l d  be

22 p r o t e c t e d  b y  th e  1 2 . 5 ^  c e i l i n g  d i s c u s s e d  a b o v e ,  a n d  in t he  n e x t

23 p e r m a n e n t  r a t e  p r o c e e d i n g  th e  u t i l i t y  w o u l d  h a v e  the  o p t i o n  to

*r c *—* ou a d o p t  an i n t e r f u n d  or to i n s t a l l  a n d  m a i n t a i n  it s  o w n  fuel  tanks,
C CD * *»

5 O L9 „

u c  £  95 ■ T h e  C o m m i s s i o n  c o n c u r s  w i t h  S t a f f ' s  a n a l y s i s  and be -

^ 2 6  l i e v e s  t h a t  P e l c o ' s  p r e s e n t  m e t h o d  o f  c a l c u l a t i n g  fu el  s u r c h a r g e s
' Cj (N 
I M  O

10 i 97 s h o u l d  be u s e d  u n l e s s  the p r i c e  c h a r g e d  P e l c o  b y  P D C  e x c e e d s  the 
h  o 6 o  - '

C 1—  I'-
~  - <  r\’ C h e v r o n  p r i c e  b y  m o r e  t h a n  12. 5jf p e r  g a l l o n .  In t h a t  c a s e ,  th e

^  •- o ^ m a x i m u m  current- p r i c e  u s e d  in t h e  s u r c h a r g e  c a l c u l a t i o n  w i l l  be- - -• r- 9 o
S c  m e * "
P  ^  q  r  t h e  C h e v r o n  p r i c e  pe r  g a l l o n  p l u s  1 2 . 5£ pe r  g a l l o n .  In its n e x t

ft Tj c p e r m a n e n t  r a t e  r e l i e f  rc-auest P e l c o  e i t h e r  s h o u l d  f i l e  its r e v e n u e



a n  a p p r o p r i a t e  y e a r l y  i n t e r f u n d  b e t w e e n  P D C  a n d  P e l c o  to  r e f l e c t

t h e  f u e l s t o r a g e  s e r v i c e  p r o v i d e d  b y  P D C .

9 t ■
J T H E  C O M M I S S I O N  F U R T H E R  F I N D S  A N D  C O N C L U D E S :

L
1. T h e  f u e l  s u r c h a r g e s  p r e v i o u s l y  a p p r o v e d  o n  an i.n-

C,
t e r i m  b a s i s  in t h i s  p r o c e e d i n g  s h o u l d  be  a l l o w e d  o n  a p e r m a n e n t  

^ b a s i s .

2. P e l c o  s h o u l d  be a l l o w e d  to c o n t i n u e  its p r e s e n t

c i1
m e t h o d  of  c a l c u l a t i n g  the  c u r r e n t  c o s t  o f  f u e l  in s u r c h a r g e

o
f i l i n g s  u n l e s s  P D C ' s  p r i c e  to P e l c o  ( t h e  d o c k  p r i c e )  e x c e e d s  t h e

i!

. C h e v r o n  p r i c e  b y m o r e  t h a n  12.5,d p e r  g a l l o n .  T h e n  P e l c o  s h o u l d
i!

i *i

2  i!

* 9

c a l c u l a t e  t h e  c u r r e n t  c o s t  as t h e  C h e v r o n  p r i c e  p e r  g a l l o n  p l u s  

12. 5pf p e r  g a l l o n .

33 3. In c o n j u n c t i o n  w i t h  i ts n e x t  r a t e  f i l i n g ,  P e l c o

14 e i t h e r  s h o u l d  i n s t a l l  the t a n k  f a r m  a n d  i n c l u d e  it in P e l c o ' s  r a t e

13 b a s e  or s h o u l d  i n t e r f u n d  an a p p r o p r i a t e  a n n u a l  e x p e n s e  a s s o c i a t e d

a 6 w i t h  us e  o f  the P D C  t a n k  f a r m .  *

27 O R D E R

IB T H E  C O M M I S S I O N  F U R T H E R  O R D E R S :

19 1* T h e  f ue l s u r c h a r g e s  p r e v i o u s l y  a p p r o v e d  o n  an

2 0  i n t e r i m ,  r e f u n d a b l e  b a s i s  in t h i s  p r o c e e d i n g  for t h e  S a n d  P o i n t

21 D i v i s i o n  of P e l i c a n  U t i l i t y  C o m p a n y  a r e  a p p r o v e d  o n  a p e r m a n e n t

0
£ 22 b a s i s .
AJ

W  23 2> P e l i c a n  U t i l i t y  C o m p a n y  s h a l l  c o n t i n u e  to c a l c u l a t e
•rn

c -h 24 i ts  fue l c o s t  r a t e  a d j u s t m e n t  s u r c h a r g e s  for i t s  S a n d  P o i n t  D i v i -

5 L9
C  o  25 s i o n  in t h e  s a m e  m a n n e r  as p r e v i o u s l y  c a l c u l a t e d  u n l e s s  t h e  d o c k
dy

P! 2 6  P r i c e  e x c e e d s  t h e  C h e v r o n  p r i c e  to P e l i c a n  D i s t r i b u t i n g  C o m p a n y  by
O rsl

1 "10 i ~>~j 1 2 . 5d p e r  g a l l o n .  If the p r i c e  to P e l i c a n  U t i l i t y  C o m p a n y  e x c e e d s

C  r-% I"*

■h  <  rv t h e  1 2 . 5p p e r  g a l l o n  l i m i t ,  th e a l l o w e d  p r i c e  s h a l l  be  the  C h e v r o n
•M* k

•C P c  ̂ or ice p l u s  1 2 . 5 d  pe r as lion ,

a: o O

> S f  , n • 3. In its n e x t  p e r m a n e n t  r a t e  r e l i e f  r e q u e s t ,  P e l i c a n
r  /— —1 w'

l/Z u
0 c U t i l i t y  C o m p a n y  - S a n d  P o i n t  D i v i s i o n  e i t h e r  s h a l l  i n s t a l l  t h e
rz <  - -

t a n k  f a r m  a n d  i n c l u d e  it in r a t e  b a s e  or c h a r c e  an a p p r o p r i a t e
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0

a n n u a l  i n t e r f u n d  e x p e n s e  f r o m  P e l i c a n  D i s t r i b u t i n g  C o m p a n y  to 

P e l i c a n  U t i l i t y  C o m p a n y  - S a n d  P o i n t  D i v i s i o n  for u s e  of  t h e s e  

f u e l  s t o r a g e  f a c i l i t i e s .

D A T E D  A N D  E F F E C T I V E  a t  A n c h o r a g e ,  A l a s k a  t h i s  2 6 t h  d a y  of O c t o ­

be r , 19 8 2 .
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A Z Z L

s f z r r
u l * r n  / sf / v

i n c r e a s e d  b y  $ 8 3 , 1 2 4  t o  $ 9 , 4 3 0 , 3 6 9  t o  r e f l e c t  t h e  increa.s'e^
S

i n  p u r c h a s e d  p o w e r  c o s t s  t o  $ . 0 1 6 7 0 5  p e r  K W H .  ( E x h i b i t  1 3 ) .

S t a f f  r e v i e w e d  t h e  u t i l i t y ' s  e x p e n s e s  a n d  a d j u s t m e n t s  

a n d  f o u n d  t h e m  r e a s o n a b l e  a n d  p r o p e r  w i t h  o n e  e x c e p t i o n ,  d e r e g ­

u l a t i o n  e x p e n s e .  M E A  a c c u m u l a t e d  t h e  t o t a l  c o s t  o f  $ 3 6 , 6 0 0  f o r  

t h e  d e r e g u l a t i o n  e l e c t i o n  i n  t w o  s u b a c c o u n t s ,  l a b o r  c o s t s  o f  

$ 1 5 , 9 8 2  a n d  o t h e r  e x p e n s e s  o f  $ 2 0 , 6 1 8 .  S t a f f  m a i n t a i n e d  t h a t  

t h e  l a b o r  c o s t  c o m p o n e n t  r e p r e s e n t e d  a n o r m a l  r e c u r r i n g  e x p e n s e  

w h i c h  s h o u l d  b e  e x p e n s e d ’i n  t h e  c u r r e n t  p e r i o d .  S t a f f  a m o r t i z e d  

t h e  r e m a i n i n g  c o s t s / < 5 v e r  a t w o - y e a r  p e r i o d  w i t h  t h e  n e t  r e s u l t

o f  i n c r e a s i n g  M p A ^ s  p r o  f o r m a  o p e r a t i n g  e x p e n s e s  b y  $ 1 7 , 1 4 1  t o
✓

$ 9 , 4 4 7 , 5 1 0  i n c l u d i n g  t h e  a d d i t i o n a l  i n c r e m e n t  o f  w h o l e s a l e

/
p o w e r  c o s t s  p e r  E x h i b i t  13 w i t h  w h i c h  S t a f f  c o n c u r r e d .  T h e  

u t i l i t y  d i d  n o t  o b j e c t  t o  S t a f f ' s  t r e a t m e n t  o f  d e r e g u l a t i o n  

; p e n s e .

M V C A C  s u g g e s t e d  t h r e e  s p e c i f i c  a d j u s t m e n t s  t o  M E A ' s

o p e r a t i n g  e x p e n s e s .  F i r s t ,  t h e  i n t e r v e n o r  s t a t e d  t h a t  t h e

u t i l i t y ' s  c o n t r i b u t i o n s  t o  S u s i t n a  P o w e r  N o w ,  w h i c h  t o t a l l e d

$ 1 , 0 0 0  d u r i n g  1 9 8 0 ,  s h o u l d  b e  d i s a l l o w e d  u n d e r  A S  4 2 . 0 5 . 3 8 1 .

T h i s  s e c t i o n  o f  t h e  C o m m i s s i o n ' s  g o v e r n i n g  s t a t u t e  p r o v i d e s  i n

p e r t i n e n t  p a r t  t h a t :

N o  r a t e  m a y  i n c l u d e  a n  a l l o w a n c e  f o r  cost.s o f  
p o l i t i c a l  c o n t r i b u t i o n s ,  o r  p u b l i c  r e l a t i o n s  

e x c e p t  f o r  r e a s o n a b l e  a m o u n t s  s p e n t  f o r

(1 ) e n e r g y  c o n s e r v a t i o n  e f f o r t s ;

(2 ) p u b l i c  i n f o r m a t i o n  d e s i g n e d  t o  p r o m o t e  

m o r e  e f f i c i e n t  u s e  o f  t h e  u t i l i t y ' s  

f a c i l i t i e s  o r  s e r v i c e s  o r  t o  p r o t e c t  

t h e  p h y s i c a l  p l a n t  o f  t h e  u t i l i t y ;

i
(3) i n f o r m i n g  s h a r e h o l d e r s  a n d  m e m b e r s  o f

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

a n d  e n c o u r a g i n g  a t t e n d a n c e ;  o r  ,

(4) e m e r g e n c y  s i t u a t i o n s  t o  t h e  e x t e n t  a n d  

u n d e r  t h e  c i r c u m s t a n c e s  a u t h o r i z e d  b y  

t h e  c o m m i s s i o n  fo r  g o o d  c a u s e  s h o w n .
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■[_ S e c o n d ,  M V C A C  a r g u e d  t h a t  d e r e g u l a t i o n  e x p e n s e s

2 s h o u l d  b e  r e d u c e d  b y  $ 5 , 3 0 5  ( E x h i b i t  3) f o r  a d v e r t i s i n g  e x p e n s e s

3 w h i c h  i t  a l s o  b e l i e v e d  w e r e  i n  v i o l a t i o n  o f  A S  4 2 . 0 5 _ . 3 8 1 .  T h e

4 c o n s u m e r  g r o u p  f u r t h e r  r e c o m m e n d e d  t h a t  n o  f u t u r e  d e r e g u l a t i o n

5 e l e c t i o n s  " b e  f u n d e d  w i t h o u t  a p e t i t i o n  o f  20%  o f  t h e  m e m b e r -

6 s h i p  p r i o r  t o  a n y  f u t u r e  e x p e n d i t u r e s  b y  M E A . "  (T - 7 ,  p. 2).

7 T h i r d ,  M V C A C  a v e r r e d  t h a t  t h e  s a v i n g s  e x p e r i e n c e d  b y

8 M E A  f o r  r e d u c t i o n s  i n  i t s  p r e m i u m s  f o r  p r o p e r t y  a n d  l i a b i l i t y

9 i n s u r a n c e  s h o u l d  b e  p a s s e d  o n  t o  t h e  r a t e p a y e r s  a s  a r e d u c t i o n

10 in  o p e r a t i n g  e x p e n s e s .  T h e  c o s t  o f  p r o p e r t y  i n s u r a n c e  c o v e r a g e

11 w a s  r e d u c e d  b y  $ 2 , 7 4 5  p e r  E x h i b i t  2 a n d  o f  l i a b i l i t y  i n s u r a n c e

12 c o v e r a g e  b y  $ 8 1  ( $ 7 5 , 2 1 7  m i n u s  $ 7 4 , 9 8 0  t i m e s  29 p e r c e n t ) .

13 T h e  C o m m i s s i o n  c o n c u r s  w i t h  S t a f f ' s  r e c o m m e n d a t i o n

14 t h a t  t h e  l a b o r  c o m p o n e n t  o f  t h e  d e r e g u l a t i o n  e l e c t i o n  c o s t s  b e

15 f u l l y  e x p e n s e d  i n  t h e  t e s t  y e a r ,  s i n c e  i t  is a n  o n g o i n g  o b l i g -

16 a t i o n  o f  t h e  u t i l i t y .

17 T h e  C o m m i s s i o n  a l s o  b e l i e v e s  t h a t  e x p e n s e s  f o r  a d -

1 8  v e r t i s i n g  M E A ' s  p o s i t i o n  i n  t h e  d e r e g u l a t i o n  e l e c t i o n  i n  1 9 8 0  -

/
1 9  - b o t h  i n  n e w s p a p e r s  a n d  o n  t h e  r a d i o  - -  s h o u l d  b e  d i s a l l o w e d .

20 A n  e x a m i n a t i o n  o f  t h e  t e x t  o f  a d v e r t i s i n g  p l a c e d  b y  M E A  B o a r d

21 a n d  m a n a g e m e n t  i n  t h e  n e w s p a p e r s  c i r c u l a t i n g  i n  t h e  M E A  s e r v i c e

22 a r e a  d u r i n g  t h e  c o u r s e  o f  t h e  e l e c t i o n  r e v e a l s  n u m e r o u s  f a l s e

23 s t a t e m e n t s  a n d  e r r o r s  o f  b o t h  f a c t  a n d  l a w .  ( E x h i b i t  3) . F o r

24 e x a m p l e ,  o n e  a p p e a r i n g  i n  t h e  C h u q i a k - E a q l e  R i v e r  S t a r  o n  S e p -

25 t e m b e r  18, 1 9 8 0 ,  s t a t e d  t h a t  e v e n  i f  e c o n o m i c a l l y  d e r e g u l a t e d ,

26 M E A  s t i l l  w o u l d  " b e  f u l l y  r e g u l a t e d  b y  R E A "  a n d  t h a t  t h e  " R E A

2 7  w i l l  reiju la te  r a t e  a d j u s t m e n t s . "  T h a t  s t a t e m e n t  is  f a l s e  a n d

28 m i s l e a d i n g .  A s  M E A ' s  m a n a g e m e n t  is a w a r e ,  t h e  R E A  d o e s  n o t  p a s s

29  c n  t h e  r e a s o n a b l e n e s s  a n d  p r o p r i e t y  o f  t h e  r a t e s  M E A  o r  a n y

30 o t h e r  e l e c t r i c  c o o p e r a t i v e s  c h a r g e  f o r  e l e c t r i c  e n e r g y .  A s  th e

31 u t i l i t y ' s  " b a n k e r " ,  R E A ' s  s o l e  i n t e r e s t  i s  w h e t h e r  t h e  r e v e n u e

32 M E A  e a r n s  f r o m  i t s  r a t e s  is s u f f i c i e n t  t o  p a y  b a c k  t h e  l o a n s
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*

1 m a d e  t o  M E A  f o r  c o n s t r u c t i o n  p r o j e c t s  a n d  e x p a n s i o n  o f  i t s

2 s e r v i c e s .  A n o t h e r  a d  a s s e r t e d ,  w i t h o u t  l i s t i n g  a n y  e x a m p l e s ,

3 t h a t  t h e  C o m m i s s i o n  w a s  " l e s s  s e n s i t i v e  t o  l o c a l  e c o n o m i c  c o n -

4 c i t i o n s  t h a n  t h e  M E A  B o a r d "  a n d  t h a t  A P U C  r e g u l a t i o n  d i d  n o t

5 p e r m i t  M E A  " t o  c a r r y  o u t  t h e  s t a t e d  p r e f e r e n c e  o f  i t s  m e m b e r s

6 r e g a r d i n g  r a t e  a d j u s t m e n t s ,  t h a t  o f  s m a l l e r  i n c r e m e n t a l  r a t e

7 c h a n g e s . "  T h a t ,  to o,  is f a l s e .  T h e  M E A  B o a r d  d e t e r m i n e s  w h e n

8 t h a t  u t i l i t y ' s  r a t e  f i l i n g s  a r e  m a d e .  O b v i o u s l y  t h e  l e s s  f r e -

9 q u e n t l y  r a t e  i n c r e a s e s  a r e  r e q u e s t e d ,  t h e  l a r g e r  t h e  p e r c e n t a g e  •

1 0  i n c r e m e n t  i s  a p t  t o  be . M o r e o v e r ,  t h e  M E A  G e n e r a l  M a n a g e r  a d -

1 1 m i t t e d  u n d e r  c r o s s - e x a m i n a t i o n  t h a t  h e  o r d e r e d  t h e  M E A  d r a f t i n g

12 d e p a r t m e n t  t o  " r e c o n f i g u r e "  t h e  s t a n d a r d  a r t w o r k  o f  t h e  c a r i -

13 c a t u r e  s y m b o l  ( an a n i m a t e d  e l e c t r i c  p l u g )  s u p p l i e d  b y  t h e

14 N a t i o n a l  R u r a l  E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n  ( K R E C A )  t o  m e m -

15 b e r  c o o p e r a t i v e s  f o r  t h e  d e r e g u l a t i o n  e l e c t i o n  c a m p a i g n  in t h e

16 e l e c t i o n .  T h u s ,  i n  t h e ' d i s p l a y  a d v e r t i s e m e n t s  in  q u e s t i o n ,  t h e

17 c a r i c a t u r e  a p p e a r s  s w i n g i n g  a b a s e b a l l  b a t  a t  a l l e g e d  " u n n e c -

1 8 e s s a r y  r e g u l a t i o n "  (V a l l e y  Sun , E a g l e  R i v e r  S u n ,  F r o n t i e r s m a n ,

1 9 C h u g i a k - E a q l e  R i v e r  S t a r ); u s i n g  a p a i r  o f  s h e a r s  to, p r e s u m -

2 0  a b ly , e l i m i n a t e  " r e d  t a p e "  (V a l l e y  S u n , S e p t e m b e r  16, 1 9 8 0 ) ;

21 p a i n f u l l y  s t r a i n i n g  t o  o b t a i n  r e l e a s e  f r o m  a n  a n i m a l  t r a p

2 2 (C h u q i a k - E a g l e  R i v e r  S t a r , S e p t e m b e r  4, 1 9 8 0 ) ;  a n d  r e m o v i n g  a

23  b a l l  a n d  c h a i n  (V a l l e y  Sun, E a g l e  R i v e r  Sun , F r o n t i e r s m a n .

2 4  C h u a i a k - E a q l e  R i v e r  S t a r ,  A n c h o r a g e  T i m e s ,  A n c h o r a g e  D a i l y  N e w s ).

2 5  I n  s h o r t ,  t h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e  m i s l e a d i n g  t e x t  o f

2 6  t h e  s o - c a l l e d  " P r o "  a n d  " C o n "  a r g u m e n t s  t h a t  a p p e a r e d  i n  t h e

27  d i s p l a y  a d v e r t i s e m e n t s ,  as w e l l  as  t h e  d o c t o r e d  c a r i c a t u r e ,  u n -

28  f a i r l y  w e i g h t e d  t h e  a d v e r t i s i n g  c a m p a i g n  i n  f a v o r  o f  t h e  M E A

29 B o a r d ' s  p o s i t i o n  o n  d e r e g u l a t i o n .  T h e  e n t i r e  M E A - s p o n s o r e d

3 0  c a m p a i g n  l a c k e d  t h e  f a i r n e s s  a n d  b a l a n c e  s u r e l y  c o n t e m p l a t e d  b y

31 t h e  L e g i s l a t u r e  u n d e r  A.S 4 2 . 0 5 . 7 1 2 .

? 9
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31

32

F o r  t h e  f o r e g o i n g  r e a s o n s  t h e  C o m m i s s i o n  w i l l  a l l o w  

t h e  e x p e n s e s  e s s e n t i a l  t o  t h e  m e c h a n i c s  o f  c o n d u c t i n g  t h e  

e l e c t i o n ,  e . g . ,  b a l l o t  p r i n t i n g ,  m a i l i n g  a n d  t a b u l a t i o n ,  b u t  

b e l i e v e s  t h e  e x p e n s e s  o f  $ 5 , 3 0 5  a s s o c i a t e d  w i t h  M E A ' s  a d v e r ­

t i s i n g  c a m p a i g n  s h o u l d  b e  r e j e c t e d .  T h e  b a l a n c e  o f  $ 1 5 , 3 1 2  in  

o t h e r  d e r e g u l a t i o n  e x p e n s e s  w i l l  b e  a m o r t i z e d  o v e r  t w o  y e a r s  in  

e q u a l  a n n u a l  i n s t a l l m e n t s .  T h e  t w o - y e a r  p e r i o d  a p p e a r s  r e a s o n ­

a b l e  i n a s m u c h  as A S  4 2 . 0 5 . 7 1 2  a l l o w s  a u t i l i t y  t o  c o n d u c t  

d e r e g u l a t i o n  e l e c t i o n s  a t  t w o - y e a r  i n t e r v a l s .

M V C A C  h a s  s u g g e s t e d  t h a t  a p e t i t i o n  o f  2 0  p e r c e n t  o f  

t h e  m e m b e r s h i p  b e  r e q u i r e d  p r i o r  t o  t h e  c o o p e r a t i v e  e x p e n d i n g  

f u n d s  o n  a n y  f u t u r e  d e r e g u l a t i o n  e l e c t i o n .  T h e  C o m m i s s i o n  

b e l i e v e s  t h i s  r e c o m m i e n d a t i o n  w o u l d  p o s i t  a n  u n r e a s o n a b l e  i m p e d i ­

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

In p a r t i c u l a r ,  t h e  C o m m i s s i o n  n o t e s  t h a t  t h e  n u m e r i c a l  t h r e s h o l d  

p r o p o s e d  f o r  s p e n d i n g  f u n d s  is h i g h e r  t h a n  t h a t  e s t a b l i s h e d  

u n d e r  A S  4 2 . 0 5 . 7 1 2 ( b )  f o r  a q u o r u m  o r  d e c i d i n g  v o t e  i n  t h e  

e l e c t i o n .  W h i l e  it  c a n n o t  a d o p t  M V C A C  R e c o m m i e n d a t i o n  No . 5, 

t h e  C o m m i s s i o n  w i l l  c o n t i n u e  t o  m o n i t o r  t h e  a m o u n t  a n d  s c o p e  o f  

d e r e g u l a t i o n  e x p e n s e s  t o  a s s u r e  t h e i r  r e a s o n a b l e n e s s  a n d  p r o ­

p r i e t y .

M V C A C ' s  a r g u m e n t  t o  d i s a l l o w  t h e  u t i l i t y ' s  c o n t r i ­

b u t i o n s  t o  S u s i t n a  P o w e r  N o w  is r e j e c t e d  w i t h o u t  p r e j u d i c e  t o  

i t s  r e s u b m i s s i o n .  T h e r e  is v i r t u a l l y  n o  e v i d e n c e  o n  t h e  r e c o r d  . 

w i t h  r e s p e c t  t o  t h e  a p p r o p r i a t e n e s s  o f  t h i s  e x p e n d i t u r e ,  a n d  i t  

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

o f  t h e  e n v i r o n m e n t a l  a n d  e c o n o m i c  d e b a t e  s u r r o u n d i n g  t h e  S u s i t n a  

h y d r o e l e c t r i c  p r o j e c t .  T h e  C o m m i s s i o n  a l s o  r e c o g n i z e s  t h a t  

t h i s  i s s u e  a f f e c t s  o t h e r  u t i l i t i e s  a n d  t h e r e f o r e ,  b e l i e v e s  t h a t  

it  s h o u l d  b e  c o n s i d e r e d  w i t h  t h e  b e n e f i t  o f  a f u l l y - d e v e l o p e d  

r e c o r d .

U - 8 1 - 3 2 ( 3 )
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D I S S E N T  O F  S U S A N  M. K N O W L E S , C O M M I S S I O N E R

I d i s s e n t  f r o m  t h e  d e c i s i o n  o f  t h e  m a j o r i t y  w i t h  

r e s p e c t  t o  t h e  d i s a l l o w a n c e  o f  £ 5 , 3 0 5  f o r  a d v e r t i s i n g  e x p e n s e s  

a s s o c i a t e d  w i t h  t h e  d e r e g u l a t i o n  e l e c t i o n .

T h e  i s s u e  o f  t h e  i' e a s o n a b l e n e s s  a n d  p r o p r i e t y  o f  t h e  

a m o u n t  a n d  a m o r t i z a t i o n  p e r i o d  f o r  d e r e g u l a t i o n  e x p e n s e  is a n  

i s s u e  o f  f i r s t  i m p r e s s i o n  b e f o r e  t h e  C o m m i s s i o n .  ] is a l s o  a 

m a t t e r  o f  s o m e  s e n s i t i v i t y  i n  t h a t  t h e  C o m m i s s i o n  m. e r f o r m  

i t s  o v e r s i g h t  r e s p o n s i b i l i t y  w i t h o u t  i n h i b i t i n g ,  o r  a i . i n g  

t o  i n h i b i t ,  t h e  d e r e g u l a t i o n  o p t i o n  a l l o w e d  b y  t h e  L e g i s l a t u r e  

i n  A S  42 . 0 1 5 . 7 1 2 .

It is a p p a r e n t  t h a t  M E A  i n c u r r e d  s u b s t a n t i a l  e x p e n s e s  

i n  t h e  c o u r s e  o f  p u b l i c i z i n g  a n d  a d m i n i s t e r i n g  i t s  f i r s t  

d e r e g u l a t i o n  e l e c t i o n .  In a d d i t i o n ,  l e g i t i m a t e  q u e s t i o n s  h a v e  

b e e n  r a i s e d  w i t h  r e s p e c t  t o  t h e  o b j e c t i v i t y  o f  t h e  c o p y  u s e d  

f o r  a d v e r t i s i n g  t h e  d e r e g u l a t i o n  i s s u e  a n d  t h e  e l e c t i o n .  

N o n e t h e l e s s ,  d i s a l l o w a n c e  o f  a l l  o r  a p o r t i o n  o f  t h i s  e x p e n s e  

i n v o l v e s  a s u b j e c t i v e  a s s e s s m e n t  w h i c h  I f i n d  d i f f i c u l t  to 

j u s t i f y  c o n s i d e r i n g  b o t h  t h e  r e c o r d  a n d  p o s s i b l e  i n f r i n g e m e n t  

o f  r i g h t s  u n d e r  A S  4 2 . 0 5 . 7 1 2 .

G i v e n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  in  t h e  i n s t a n t  * 

c a s e ,  I w o u l d  a l l o w  t h e  f u l l  d e p r e c i a t i o n  e x p e n s e  b u t  e x t e n d  

t h e  a m o r t i z a t i o n  p e r i o d  t o  t h r e e  y e a r s  t o  r e c o g n i z e  b o t h  t h e  

e x t r a o r d i n a r y  c o s t s  a s s o c i a t e d  w i t h  t h i s  i n i t i a l  e l e c t i o n  a n d  

t h e  q u e s t i o n a b l e  r e a s o n a b l e n e s s  o f  s o m e  e x p e n d i t u r e s .

A

U - S 2 - 7 2  ( 3 )  - 
r . i c e  1 o f  1

! i U - v n t



1 s u b m i t  p r o c r e s s  r e p o r t s  o n  a q u a r t e r l y  s c h e d u l e ,  or s o o n e r / i f

2 s u b s t a n t i v e  d e v e l o p m e n t s  o c c u r  w i t h  r e s p e c t  to t h e  g a s ^ s u p p l y

3 c o n t r a c t  n e g o t i a t i o n s .  F u r t h e r ,  o n c e  n e g o t i a t e d  -the c o n t r a c t s

a  t h e m s e l v e s  s h o u l d  b e  s u b m i t t e d  to t h e  C o m m i s s i o n  fcr  a p p r o v a l .
//

5 3. C o n t i n u i n g  P r o p e r t y  R e c o r d s  S y s t e m . U p o n  r e v i e w  of

6 t h i s  u t i l i t y ' s  p r i o r  r a t e  p r o c e e d i n g ,  t n e  C o m m i s s i o n  f i n d s  t h a t
/

7 E N S T A R  h a s  n o t  c o m p l i e d  w i t h  t h e  d i r e c t i v e  in U — 75  — 95 (7 ) in w h i c h

*
£ t h e  C o m m i s s i o n  o r d e r e d  t h e  u t i l i t y  to i n s t i t u t e  a c o n t i n u i n g

9 p r o p e r t y  r e c o r d s  ( C P R )  s y s t e m ,  a s  r e q u i r e d  b y  A S  4 2 . 0 5 . 4 6 1 ,  o n  or
//

10 b e f o r e  S e p t e m b e r  30, 1 9 7 6 .  D e s p i t e  t h e  f a i l u r e  o f  E N S T A R  ec
/

/
11 c o m p l y  w i t h  th e C o m m i s s i o n ' s  p r i o r  o r d e r ,  th e C o m m i s s i o n  p e r c e i v e s

12 t h a t  t h e  u t i l i t y  no'w i n t e n d s  to p r o c e e d  in g o o d  f a i t h .  A c c o r d i n g -

13 1)'/ t he  C o m m i s s i o n  a c c e p t s  as r e a s o n a b l e  the  u t i l i t y ' s  e s t i m a t e  of

14 o n e  y e a r  to c o m p l e t e  its n e w  C P R  s y s t e m .  E N S T A R  w i l l  b e  r e q u i r e d

15  to i n s t i t u t e  t h e  C P R  s y s t e m  n o t  l a t e r  t h a n  O c t o b e r  31, 1 S 83 .

1 6  S t a f f / w i l l  t h e n  b e  r e q u i r e d  -to r e v i e w  t h e  C P R  s y s t e m  to a s s u r e  its 

c o; ?p l i a n c e  w i t h  th e s t a t u t e  a n d  to r e p o r t  the r e s u l t s  of t h a t

e v i e w  to th e  C o m m i s s i o n

. M a n a g e m e n t  F e e s  P a i d  to P a r e n t  C o r p o r a t i o n^) The 

C o m m i s s i o n  f i n d s  t h a t  E N S T A R  h a s  n o t  f u l l y  m e t  i t s  b u r d e n  of p r o o f  

t h a t  the i n t e r c o m p a n y  m a n a g e m e n t  f e e s  p a i d  to i t s  p a r e n t  c o r p o r a ­

t i o n  a r e  j u s t  a n d  r e a s o n a b l e .  H o w e v e r ,  t h e  C o m m i s s i o n  b e l i e v e s  

t h a t  the a m o u n t  a c t u a l l y  p a i d  d u r i n g  t he  t e s t  y e a r  is n o t  u n r e a­

s o n a b l e  w h e n  c o m p a r e d  to th e  f i g u r e s  a p p r o v e d  in t h e  l a s t  p e r m a ­

n e n t  r a t e  c a s e  w h e r e i n  a m o r e  e x h a u s t i v e  a u d i t  w a s  c o n d u c t e d  b y  

S t a f f  to v e r i f y  t h i s  e x p e n d i t u r e .  For t h i s  r e a s o n ,  t h e  $ 6 1 1 , 0 0 0  

in i n t e r c o m p c : n y  m a n a g e m e n t  c h a r g e s  wil l be a c c e p t e d  for p u r p o s e s  

o f  t h i s  p r o c e e d i n g ,  b u t  th e a c c e p t a n c e  w i l l  be  c o n d i t i o n a l  u p o n  

the r e q u i r e m e n t  t h a t  E N S T A R  s u b m i t  b y  A p r i l  29, 1 9 8 3 ,  a new,  m o r e  

a u a i t a b l e  c o n c r a c t  for C o m m i s s i o n  a p p r o v a l .  T h e  S t a f f  s h o u l d  t he 

31 f i l e  a r e p o r t  w i t h  t h e  C o m m i s s i o n  p r o v i d i n g  its c r i t i c i s m s  or 

•so s u a c e s t  ions f o r  c h a n g e s  in t h e  c o n t r a c t  f o r m u l a .
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5. A d v e r t i s i n g  E x p e n s e s , y j p o n  r e v i e w  o f  the t i m o n y  

an d e v i d e n c e  o n  FFTe T e c c T r d ,  t h e  C o m m i s s i o n  f i n d s  t h a t  t h e  e x p e n s e s  

a s s o c i a t e d  w i t h  E N S T A R ' s  s p o n s o r s h i p  o f  p u b l i c  t e l e v i s i o n  p r o g r a m ­

m i n g  a r e  c l e a r l y  a n d  a p p r o p r i a t e l y  c a t e g o r i z e d  u n d e r  t h e  C o m m i s ­

s i o n ’s r e g u l a t i o n s  a s  " g o o d  w i l l  a d v e r t i s i n g . "  W h i l e  t h i s  a s p e c t  

of E N S T A R ' s  a d v e r t i s i n g  is r e f l e c t i v e  o f  a l a u d a b l e  c i v i c  c o m m i t ­

m e n t ,  n o n e t h e l e s s  it a l s o  r e f l e c t s  t h e  u t i l i t y ' s  d e s i r e  to e n h a n c e

its p u b l i c  i m a g e .  F u r t h e r m o r e  m i s  e x p e n d i t u r e  d o e s  

o n e  of  th e  a l l o w a b l e  p u b l i c  r e l a t i o n s  e x p e n s e  c a t e g c :  

s c r i b e d  in AS  4 2 . 0 5 . 3 8 1 ( a ) .  A c c o r d i n g l y ,  $ 3 0 , 2 9 6  in at.

e x p e n s e s  s h o u l d  be  d i s a l l o w e d  fo r r a t e m a k i n g  p u r r '  

p r o v i d e d  u n d e r  A S  4 2 . 0 5 . 3 5 1 ( a )  a n d  3 A A C  5 0 . 5 0 0 .

t i n t o

si ng  

;p re s s l y

d
6 . L o b b y i n g  E x o e n s e s T ^ l A l t h o u g h  t h e  C o m m .  ~n r e c o g -

23

24

2 5

2 6  
{Nl
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1
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5  28

= 29o

30

31

n i z e s  t h a t  t h e r e  m a y  be i n s t a n c e s  in w h i c h  a u t i l i t y  p<. c e i v  s 

t h a t  c e r t a i n  c o n g r e s s i o n a l  or S t a t e  l e g i s l a t i o n  is no t  in its b e s t  

i n t e r e s t ,  t h e  C o m m i s s i o n ' s  i n t e r p r e t a t i o n  of A S  4 2 . 0 5 . 3 8 1 ( a ) ,  

p a r t i c u l a r l y  in c o n j u n c t i o n  w i t h  3 A A C  5 0 . 5 0 0 ( a ) - ( c ) , i t s  c o n s i d­

e r a t i o n  of t h e  w e i g h t  c f  r e g u l a t o r y  p r e c e d e n t ,  a n d  its l i m i t e d  

i n t e n t  a s  e x p r e s s e d  in U — 7 8 - 4  ( 3 3),  c o l l e c t i v e l y  d i c t a t e  t h a t  

$ 1 8 , 0 0 0  in l o b b y i n g  e x p e n s e s  i n c u r r e d  d u r i n g  t e s t  y e a r  o p e r a t i o n s  

s h o u l d  be d i s a l l o w e d .  In a d d i t i o n  to a n y  l e g a l  r e s t r i c t i o n s ,  the 

C o m m i s s i o n  o b s e r v e s  t h a t  w h e n  a u t i l i t y  c l a i m s  d i r e c t  b e n e f i t s  to 

its r a t e p a y e r s  a s  a r e s u l t  of l o b b y i n g  e f f o r t s ,  t h e  u t i l i t y  is 

p r e s u m i n g  to d e t e r m i n e  w i t h o u t  t h e  p r i o r  k n o w l e d g e  or c o n s e n t  of 

it s  r a t e p a y e r s  w h a t  p e n d i n g  l e g i s l a t i o n  is o r  is n o t  b e n e f i c i a l  to 

t h em . A l t e r n a t i v e l y ,  e v e n  if t he  C o m m i s s i o n  w e r e  to d e t e r m i n e  th 

a p p r o p r i a t e n e s s  of  a g i v e n  l o b b y i n g  e f f o r t  o n  a c a s e - b y - c a s e  

b a s i s ,  t h e  C o m m i s s i o n ,  in a t t e m p t i n g  to r u l e  on t h e  q u e s t i o n  of " 

clc-ar s h o w i n g  of d e m o n s t r a b l e  b e n e f i t s  to r a t e p a y e r s , "  w o u l d  be 

r e q u i r e d  to o f f e r  j u d g m e n t s  on s u c h  i s s u e s  as: Is the L e g i s l a t u r

(or C o n g r e s s )  a c t i n g  w i s e l y  in c h a n g i n g  e x i s t i n g  l a w s ?  W h a t  type, 

of p r o p o s e d  l e g i s l a t i o n  s h o u l d  b e  d e f e a t e d ?  S h o u l d  a u t i l i t y  be

t • o i m  it:**'L ~ <—  -  1 U J I * - 11 v- .
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1 r e i m b u r s e d  for m e r i t o r i o u s  b u t  u n s u c c e s s f u l  l o b b y i n g  e f f o r t s ?  H o w

2 s h o u l d  l e g i s l a t i o n  b e n e f i c i a l  to o n e  u t i l i t y ' s  r a t e p a y e r s  b u t

3 d e t r i m e n t a l  to o t h e r s  be  t r e a t e d ? ,  e t c .  In s u m ,  e v e n  if th e  C o m -

4 m i s s i o n  w e r e  to a r t f u l l y  c i r c u m v e n t  t h e  s t a t u t e  (AS 4 2 . 0 5 . 3 8 1 ( a ) )

5 ana d i s r e g a r d  it s o w n  r e g u l a t i o n s  (3 A A C  5 0 . 5 0 0  ), t h e  f a c t  th it

6 the C o m m i s s i o n  w o u l d  be r e q u i r e d  to r e n d e r  s u c h  s u b j e c t i v e  a nd

7 j u d g m e n t a l  d e c i s i o n s  w i t h  r e s p e c t  to d i r e c t  r a t e p a y e r  b e n e f i t s  

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

p r o c e e d i n g s  a s  th e  p r o p e r  e x p e n s e  o f  a u t i l i t y ’s s t o c k h o l d e r s .

1 0  7. R a t e  C a s e  E x p e n s e s. T h e  C o m m i s s i o n  w i l l  a l l o w

11  E N S T A R  a n  u p w a r d  a d j u s t m e n t  in r a t e  c a s e  e x p e n s e s  to $ 6 1 , 5 9 8

12 a m o r t i z e d  o v e r  t h r e e  y e a r s ,  o n  th e b a s . s  o f  e s t i m a t e s  f o u n o  r e a -

13 s o n a b l e  d u r i n g  t he h e a r i n g ,  s u b j e c t  to t h e  s u b m i s s i o n  o f  d o e u m e n -

14 t a t i o n  to f u l l y  s u p p o r t  al l a c t u a l  e x p e n s e s  a t  t h e  e n d  o f  b o t h
/

1 5  t h i s  p h a s e  a n d  the r a t e  d e s i g n  p h a s e  o f  t h e  p r o c e e d i n g .  A d d i -
/

1 6  t i o n a l l y ,  th e  C o m m i s s i o n  w i l l  a l l o w  t h e  u t i l i t y - t h e  o p t i o n  of
O  .*
'n t /

17  r e q u e s t i n g  a. f u r t h e r  a d j u s t m e n t  if d o c u m e n t e d  r a t e  c a s e  e x p e n s e s

t -  " /
18  for th e  r a t e  d e s i g n  p h a s e  o f  t h i s  p r o c e o o i n a  e x c e e d  t h e  u t i l i t y ' s  

.8 «  s  /

I I S  19 p r o j e c t i o n s .  / '
■ ~rO  -* - * '

is " r 2 0  8 . T r e a t m e n t  of $ 3 . 2  M i l l i o n  L i n e  of  C r e d i t .  H i s t o r i -- , ^ 0 -----------------------------------------------------------------------------------------------------------------------------

S  -j ° 21 c a l l y ,  the C o m m i s s i o n  h a s  n o t  p e r m i t t e d  s h o r t - t e r m  d e b t  to be

22 t r e a t e d  as a c o m p o n e n t  o f a u t i l i t y ' s  d e b t  c a p i t a l  s t r u c t u r e .

23 B e c a u s e  E N S T A R  h a s  not  o f f e r e d  a n y  j u s t i f i c a t i o n  f or  c h a n g i n g  t h i s

24 p o l i c y ,  t h e  C o m m i s s i o n  b e l i e v e s  t h a t  th e $ 3 , 2 0 0 , 0 0 0  l i n e  of c r e d i t

25 s h o u l d  be d e l e t e d  f r o m (t h e  c o s t  of c a p i t a l  c o m p u t a t i o n .

o>— if) 
UO oo
2— : o
8 £  26 9. C o n s o l i d a t e d  F e d e r a l  I n c o m e  T a x e s .  T h e  C o m m i s s i '

cr> cm-------------------------------------------------------- --------------- ---------------------------------------------------------------------------------------
t o  C  3  C M  •

w  c 3  27 r e a f f i r m s  t h e  p o l i c y  p r e v i o u s l y  a r t i c u l a t e d  in U — 7 5 - 9 5  (16) a n d

lf vO /

Z 1:^1^3 28 U - 7 8 - 4  ( 33 ) t h a t ' t h e  b e n e f i t s  w h i c h  r e s u l t  f r o m  t h e  f i l i n g  o f  a

5  <  /
C  = 23 c o n s o l i d a t e d  f e d e r a l  i n c o m e  tax r e t u r n  m u s t  be s h a r e d  e a u i t a b l y

• 4  fC C  •' '
-3 

c.
73 o 30 w i t h  the u t i l i t y  a n d  its r a t e p a y e r s .  F o r  the  p u r p o s e  of  e s t a b -

U

<

'Vi
l i s h i a g  t h e  f e d e r a l  i n c o m e  ta x a l l o w a n c e  in c o s t  of s e r v i c e ,  t h e

: c i  ( E - . i C h
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25 n e n t  r a t e  c a s e  w h e r e i n  a m o r e  e x h a u s t i v e  a u d i t  w a s  c o n d u c t e d  by

H
i

1 s u b m i t  p r o g r e s s  r e p o r t s  on  a q u a r t e r l y  s c h e d u l e ,  or s o o n e r / i f

2 s u b s t a n t i v e  d e v e l o p m e n t s  o c c u r  w i t h  r e s p e c t  to t h e  g a s / s u p p l y
y

/

3 c o n t r a c t  n e g o t i a t i o n s .  F u r t h e r ,  o n c e  n e g o t i a t e d ,  t h e  c o n t r a c t s

4 t h e m s e l v e s  s h o u l d  be s u b m i t t e d  to the C o m m i s s i o n  fo r  a p p r o v a l .

5 3. C o n t i n u i n g  P r o p e r  tv R e c o r d s  S y s t e m . U p o n  r e v i e w  of

6 t h i s  u t i l i t y ' s  p r i o r  r a t e  p r o c e e d i n g ,  t h e  C o m m i s s i o n  f i n d s  t h a t

7 E N S T A R  h a s  n o t  c o m p l i e d  w i t h  the d i r e c t i v e  in U - 7 5 - 9 5 ( 7 )  in w h i c h

8 t h e  C o m m i s s i o n  o r d e r e d  t h e  u t i l i t y  to i n s t i t u t e  a c o n t i n u i n g

9 p r o p e r t y  r e c o r d s  (CPR)  s y s t e m ,  as r e q u i r e d  b y  A S  4 2 . 0 5 . 4 6 1 ,  o n  or

1 0  b e f o r e  S e p t e m b e r  30, 1 9 7 6 .  D e s p i t e  th e  f a i l u r e  of E N S T A R  to

11 c o m p l y  w i t h  t he C o m m i s s i o n ' s  p r i o r  o r d e r ,  the  C o m m i s s i o n  p e r c e i v e s

/
12 t h a t  t h e  u t i l i t y  n o w  i n t e n d s  to p r o c e e d  in g o o d  f a i t h .  A c c o r d i n g -

jt
/

13 l y / the C o m m i s s i o n  a c c e p t s  as r e a s o n a b l e  the u t i l i t y ' s  e s t i m a t e  of
//

i a o n e  v e a r  to/corriDlete i ts  n e w  C P R  s v s t e m .  E N S T A R  w i l l  b e r e c u i r e d  
/

15 to i n s t i t u t e  th e C P R  s y s t e m  n o t  l a t e r  t h a n  O c t o b e r  31 , 1 9 8 3  .

16  S t a f f / w i l l  t h e n  b e  r e q u i r e d  t o ’r e v i e w  th e  C P R  s y s t e m  to a s s u r e  its

17 c o m p l i a n c e  w i t h  th e  s t a t u t e  a n d  to r e p o r t  the r e s u l t s  o f  t h a t

C 7  r*.>

^  kl 18 / f e v i e w  to t h e  C o m m i s s i o n

Q  ̂ ^ M a n a g e r o e n t  F e e s  P a i d  to P a r e n t  C o r p o r a t i o n )̂ T h e

2 0  C o m m i s s i o n  _ i n d s  t h a t  E N S T A R  h a s  no t  f u l l y  m e  . i t s  b u r d e n  of p r o o f

21 t h a t  the  i n t e r c o m p a n y  m a n a g e m e n t  f e e s  p a i d  to it s p a r e n t  c o r p o r a -

22 t i o n  a r e  j u s t  a n d  r e a s o n a b l e .  H o w e v e r ,  t h e  C o m m i s s i o n  b e l i e v e s

23 t h a t  th e a m o u n t  a c t u a l l y  p a i d  d u r i n g  the t e s t  y e a r  is n o t  u n r e a -

24 s o n a b l e  w h e n  c o m p a r e d  to t h e  f i g u r e s  a p p r o v e d  in t h e  l a s t  p e r m a -

8 c : S  26  S t a f f  to v e r i f y  t h i s  e x p e n d i t u r e .  For t h i s  r e a s o n ,  t h e  $ 6 1 1 , 0 0 0
C \  CNJ 

CO CD CM

n  cj S  ^7 i n i n t e r c o m p a n y  m a n a g e m e n t  c h a r g e s  w i l l  be a c c e p t e d  fo r p u r p o s e s
i10 MD

■c— ™ 28 o f  t h i s  p r o c e e d i n g ,  b u t  t h e  a c c e p t a n c e  w i l l  b e  c o n d i t i o n a l  u p o n  
3 <

J  H 25 t h e  r e q u i r e m e n t  t h a t  E N S T A R  s u b m i t  b y  A p r i l  29, 1 9 8 3 ,  a new, m e r e  
u> c *

30 a u o i t a b l e  c o n t r a c t  for C o m m i s s i o n  a p p r o v a l .  T h e  S t a f f  s h o u l d  t h e n  

f i l e  a r e p o r t  w i t h  the C o m m i s s i o n  p r o v i d i n g  its c r i t i c i s m s  orj j.

<
-  T  s . : a c e s t i o n s  for c h a n g e s  in t he  c o n t r a c t  f o r m u l a
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5. A d v e r t i s i n g  E x p e n s e s . ^)upon r e v i e w  o f  th e t e s t i m o n y  

an d e v i d e n c e  o n T h e  r e c o r d ,  th e  C o m m i s s i o n  f i n d s  t h a t  th e  e x p e n s e s  

a s s o c i a t e d  w i t h  E N S T A R ' s  s p o n s o r s h i p  o f  p u b l i c  t e l e v i s i o n  p r o g r a m ­

m i n g  a r e  c l e a r l y  a n d  a p p r o p r i a t e l y  c a t e g o r i z e d  u n d e r  t h e  C o m m i s ­

s i o n ' s  r e g u l a t i o n s  as " g o o d  w i l l  a d v e r t i s i n g . "  W h i l e  t h i s  a s p e c t  

of E N S T A R ' s  a d v e r t i s i n g  is r e f l e c t i v e  o f  a l a u d a b l e  c i v i c  c o m m i t ­

m e n t ,  n o n e t h e l e s s  it a l s o  r e f l e c t s  t h e  u t i l i t y ' s  d e s i r e  to e n h a n c e  

its p u b l i c  i m a g e .  F u r t h e r m o r e ,  t h i s  e x p e n d i t u r e  d o e s  n o t  f i t  i n t o  

o n e  of  the  a l l o w a b l e  p u b l i c  r e l a t i o n s  e x p e n s e  c a t e g o r i e s  p r e ­

s c r i b e d  in A S  4 2 . 0 3 . 3 8 1 ( a ) .  A c c o r d i n g l y ,  $ 3 0 , 2 9 6  in a d v e r t i s i n g  

e x p e n s e s  s h o u l d  be d i s a l l o w e d  f o r  r a t e m a k i n g  p u r p o s e s  a s  e x p r e s s l y  

p r o v i d e d  u n d e r  A S  4 2 . 0 5 . 2 8 1 ( a )  a n d  3 A A C  5 0 . 5 0 0 .

6 . L o b b y i n g  E x p e n s g s T~~^Al t h o u g h  t he  C o m m i s s i o n  r e c o g­

n i z e s  t h a t  t h e r e  m a y  b e  i n s t a n c e s  in w h i c h  a u t i l i t y  p e r c e i v e s  

t h a t  c e r t a i n  c o n g r e s s i o n a l  or S t a t e  l e g i s l a t i o n  is r.ot in it s b e s t  

i n t e r e s t ,  t he  C o m m i s s i o n ' s  i n t e r p r e t a t i o n  of A S  4 2 . 0 5 . 3 8 1 ( a ) ,

o
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p a r t i c u l a r l y  in c o n j u n c t i o n  w i t h  3 A A C  3 0 . 5 0 0 ( a ) - ( c) , i t s  c o n s i d ­

e r a t i o n  of  th e  w e i g h t  o f r e g u l a t o r y  p r e c e d e n t ,  a n d  i t s  l i m i t e d  

i n t e n t  as  e x p r e s s e d  in 0 - 7 8 - 4 ( 3 3 ) ,  c o l l e c t i v e l y  d i c t a t e  t h a t  

$ 1 8 , 0 0 0  in l o b b y i n g  e x p e n s e s  i n c u r r e d  d u r i n g  t e s t  y e a r  jperatior.s 

s h o u l d  be d i s a l l . w e d .  In a d d i t i o n  to a n y  l e g a l  r e s t r i c t i o n s ,  the 

C o m m i s s i o n  o b s e r v e s  t h a t  w h e n  a u t i l i t y  c l a i m s  d i r e c t  b e n e f i t s  to 

i t s  r a t e p a y e r s  as a r e s u l t  of l o b b y i n g  e f f o r t s ,  th e u t i l i t y  is 

p r e s u m i n g  to d e t e r m i n e  w i t h o u t  th e p r i o r  k n o w l e d g e  or c o n s e n t  of 

i t s  r a t e p a y e r s  w h a t  p e n d i n g  l e g i s l a t i o n  is or is n o t  b e n e f i c i a l  to 

t h em .  A l t e r  n a t i v e l y , e v e n  if t h e  C o m m i s s i o n  w e r e  to d e t e r m i n e  the 

a p p r o p r i a t e n e s s  of a g i v e n  l o b b y i n g  e f f o r t  o n  a c a s e - b y - c a s e  

b a s i s ,  t h e  C o m m i s s i o n ,  in a t t e m p t i n g  to r u l e  on t h e  q u e s t i o n  of "a 

c l e a r  s h o w i n g  of d e m o n s t r a b l e  b e n e f i t s  to r a t e p a y e r s , "  w o u l d  be 

r e q u i r e d  to o f f e r  j u d g m e n t s  on s u c h  i s s u e s  as: is t h e  L e g i s l a t u r e

(or C o n g r e s s )  a c t i n g  w i s e l y  in c h a n g i n g  e x i s t i n g  l a w s ?  W h a t  t y p e s  

of p r o p o s e d  l e g i s l a t i o n  s h o u l d  be  d e f e a t e d ?  S h o u l d  a u t i l i t y  be

U - 8 1 - 1 0 1  ( B e n c h  O r d e r )  
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1 r e i m b u r s e d  f or  m e r i t o r i o u s  b u t  u n s u c c e s s f u l  l o b b y i n g  e f f o r t s ?  H o w

2 s h o u l d  l e g i s l a t i o n  b e n e f i c i a l  to o n e  u t i l i t y ' s  r a t e p a y e r s  b u t

3 d e t r i m e n t a l  to o t h e r s  be t r e a t e d ? ,  e t c .  In sum , e v e n  if th e C o m -

4 m i s s i o n  w e r e  to a r t f u l l y  c i r c u m v e n t  t he  s t a t u t e  (AS 4 2 . 0 5 . 3 8 1 ( a ) )

5 an a d i s r e g a r d  i t s  o w n  r e g u l a t i o n s  (3 A A C  5 0 . 5 0 0 ) ,  the f a c t  t h a t

6 the C o m m i s s i o n  w o u l d  b e  r e q u i r e d  to r e n d e r  s u c h  s u b j e c t i v e  an d

7 j u d g m e n t a l  d e c i s i o n s  w i t h  r e s p e c t  to d i r e c t  r a t e p a y e r  b e n e f i t s

8 e f f e c t i v e l y  r e l e g a t e s  p o l i t i c a l  l o b b y i n g  in t h i s  an d al l f u t u r e

9 p r o c e e d i n g s  as the  p r o p e r  e x p e n s e  o f  a u t i l i t y ' s  s t o c k h o l d e r s .

1 0  7 . R a t e  C a s e  E x p e n s e s . T h e  C o m m i s s i o n  w i l l  a l l o w

11 E N S T A R  an u p w a r d  a d j u s t m e n t  in r a t e  c a s e  e x p e n s e s  to $ 6 1 , 5 9 8 . /

12 a m o r t i z e d  o v e r  t h r e e  y e a r s ,  on th e b a s i s  o f  e s t i m a t e s  f o u p o  r e a -

13 s o n a b l e  d u r i n g  the h e a r i n g ,  s u b j e c t  to the s u b m i s s i o n  o f  d o c u m e n -
//

1 4 t a t i o n  to f u l l y  s u p p o r t  11 a c t u a l  e x p e n s e s  at t h e  e n d  of b o t h
/

1 5  t h i s  p h a s e  a n d  the r a t e  d e s i g n  p h a s e  of the p r o c e e d i n g .  A a a i -

1 6  t i o n a l l y ,  the C o m m i s s i o n  w i l l  a l l o w  t h e  u t i l i t y  th e o p t i o n  of

17 r e q u e s t i n g  a f u r t h e r  a d j u s t m e n t  if d o c u m e n t e d  r a t e  case e x p e n s e s

/
5 o  S  1 8  for t h e  r a t e  d e s i g n  p h a s e  o f  t h i s  p r o c e e d i n g  e x c e e d  t h e  u t i l i t y ' s

1 9  p r o j e c t i o n s .

C .> C D  

n
=  ®

is 2 2 0  8 . T r e a t m e n t  of $ 3 . 2  M i l l i o n  L i n e  of C r e d i t . B i s t o r i -
^  s  S1
S - j  S  2 1  c a l l y ,  t h e  C o m m i s s i o n  h a s  n o t  p e r m i t t e d  s h o r t - t e r m  d e b t  to be 
is 8 = /t

22 t r e a t e d  as a c o m p o n e n t  of a u t i l i t y ' s  d e b t  c a p i t a l  s t r u c t u r e .

2 3  B e c a u s e  E N S T A R  h a s  n o t  o f f e r e d  an y  j u s t i f i c a t i o n  for c h a n g i n g  t h i s

2 4  p o l i c y ,  the C o m m i s s i o n  b e l i e v e s  t h a t  the $ 3 , 2 0 0 , 0 0 0  3 ine o f  c r e d i t

2 5  s h o u l d  b e  d e l e t e d  Crom,,the c o s t  o f  c a p i t a l  c o m p u t a t i o n .

J 
-

O
CO 
CO

o
o

> in
8  cfc 2 6  9 . C o n s o l i d a t e d  F e d e r a l  I n c o m e  T a x e s .  T h e  C o m m i s s i o n

o  r\!  ;---------------------------------------
W  C )  N
t o  n  cnj

n  2 7  r e a f f i r m s  t he  p o l i c y  p r e v i o u s l y  a r t i c u l a t e d  in U - 7 5 - 9 5 ( 1 6 )  an d
V> vO /

2 8  U - 7 8 - 4  ( 33 ) t h a t  the b e n e f i t s  w h i c h  r e s u l t  f r o m  the f i l i n g  of a

* = 2 9  c o n s o l i d a t e d  f e d e r a l  i n c o m e  tax r e t u r n  m u s t  be s h a r e d  e a u i t a b l vr o - -

•v. »>
:x:
cc

«  c 
rz JZ

c 3 0  w i t h  the u t i l i t y  a n d  its r a t e p a y e r s .  For the p u r p o s e  of e s t a b -
U
<  31 lish'ng t h e  federal income ta : a llowance in cost of service, the

U - c 1 -2 v 1 (Ee n c 1 < Order) 
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F i s c a l  N o t e  A n a l y s i s  S S H B  220

A s s u m p t i o n s :

1. T h i s  b i l l  c o u l d  c r e a t e  s i g n i f i c a n t  n e w  j u r i s d i c t i o n  for the 

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .

2. T h e  n e w  j u r i s d i c t i o n  is in an a r e a  of r e g u l a t i o n  for w h i c h  

the C o m m i s s i o n  h a s  l i t t l e  or no e x p e r t i s e  a n d  wi ll  h a v e  to 

d e v e l o p  t h a t  e x p e r t i s e  t h r o u g h  the a d d i t i o n  of s t a f f  an d t h e  

t r a i n i n g  oi t h a t  s t a f f .  T t  i s  a s s u m e d  that the t e r m  d i s t r i­
b u t i n g  a d d e d  to AJ> 42 .05 .720(4 ) (e) d o e s  no t  i n c l u d e  r e t a i l  
s a l e s .

3. L e g a l  a n a l y s i s  s u g g e s t s  a p p l i c a t i o n  of t h i s  l e g i s l o t i o n  will 
c r e a t e  l e g a l  challenger..

4. F i s c a l  c o u n t c r - e i f e e t  of the d e r e g u l a t i o n  of  r e f u s e  u t i l i t i e s  
w i l l  be  n e g l i g i b l e  w h e n  c o m p a r e d  to the o t h e r  j u r i s d i c t i o n s  
w h i c h  w i l l  be  c r e a t e d  as a r e s u l t  of p a s s a g e  of t h i s  bi l l .

P r o g r a m  S u m m a r y :

A. h i s t o r i c a l  b a c k g r o u n d  and c o m p a r i s o n  of S S H B  220 w i t h  I n s t  
s e s s i o n ' s  IIB 36 5  .

1* D u r i n g  the l a s t  l e g i s l a t i v e  s e s s i o n  H B  365 w a s  i n t r o d u c e d  

by R e p r o s o n t o l i v e  K o p o n e n  w h i c h  s p e c i f i c a l l y  a d d r e s s e d  
th e r e g u l a t i o n  of oil r e f i n e r i e s .  T h e  C o m m i s s i o n  f i s c a l  
n o t e  c o n c e r n i n g  that  bill  s t a t e d  t h a t  in o r d e r  to a c c e p t  
thi s j u r i s d i c t i o n ,  the C o m m i s s i o n  w o u l d  i n c u r  a d d i t i o n a l  
e x p e n d i t u r e s  in o p e r a t i n g  c a t e g o r i e s  100 - 500. in 
a d d i t i o n ,  th e C o m m i s s i o n  c o n t a c t e d  the N a t i o n a l  A s s o c i a­

tio n of R e g u l a t o r y  U t i l i t y  C o m m i s s i o n e r s  a n d  d i s c o v e r e d  
that  no o t h e r  s t at e c o m m i s s i o n  r e g u l a t e s  oil r e f i n e r i e s  
os  a u t i l i t y .

2. T h e  b r o a d n e s s  of S 5 H B  220, e x p a n d s  j u r i s d i c t i o n  far
b e y o n d  the r e g u l a t i o n  of oil  r c l i n c r i c s .  B a s e d  o n  l e g a l  
a n a l y s i s ,  the C o m m i s s i o n  a n t i c i p a t e s  that  t h i s  b i ll , if 
p a s s e d  an d m a d e  law, c o u l d  r e s u l t  in m u c h  l i t i g a t i o n  
c o n c e r n i n g  the  s c o p e  and c o n s t i t u t i o n a l i t y  o f  the e x­
p e n d e d  j u r i s d i c t i o n .

B. E X P E N D I T U R E  R E Q U I R E M E N T S

A s  in the f i s c a l  n o t e  r e g a r d i n g  HB 3G5, t h i s  b i l l  w o u l d  
r e q u i r e  t h a t  the  C o m m i s s i o n  be p r o v i d e d  w i t h  a d d i t i o n a l  s t a t e  

e x p e n d i t u r e s .  T h e s e  r e q u i r e m e n t s ,  and h o w  t h e y  d i f f e r  Ir om  
l a s t  y e a r ' s  f i s c a l  n o t e  r e l a t e d  to H B  3 6 5  a r e  l i s t e d  b e l o w .
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M i n i m u m  n e e d s  h e v e  b e e n  a d d r e s s e d .  P o s i t i o n s  r e q u i r e d  are:

T e c h n i c a l :  1 U t i l i t y  E n g i n e e r  IV

1 U t i l i t y  F i n a n c i a l  A n a l y s t  III

S u p p o r t :  1 C o n s u m e r  P r o t e c t i o n  I n f o r m a t i o n  O f f i c e r  II
1 u t i l i t y  T a r i f f  A n a l y s t  ti

1 A d m i n i s t r a t i v e  S u p p o r t  T e c h n i c i a n  II

( T h e r e  is no c h a n g e  in r e q u i r e m e n t s  a b o v e  the l e v e l  in the 
n s c a l  n o t e  a c c o m p a n y i n g  H B  365.)

20 0  - T r a v e l

F u n d s  w i l l  be r e q u i r e d  ior t r a i n i n g  t r a v e l  a nd r e g u l a t o r y  
t r a v e l .  T r a v e l  tor FY 1 9 85  is h i g h e r  b a s e d  o n  a o n e - t i m e  n o c d  
tor e x t e n s i v e  t r a i n i n g  in o r d e r  tor t h e  C o m m i s s i o n  to r e g u­
late the n e w  j u r i s d i c t i o n s .

300 - C o n t r a c t u a l

A d d i t i o n a l  c o n t r a c t u a l  f u n d i n g  w i l l  b o  n e e d e d  to p r o v i d e  
t n r c c  it ems :

a. F u n d i n g  for l e g a l  c o u n s e l  to h a n d l e  the l i t i g a t i o n  
a s s o c i a t e d  w i t h  th e n e w  A P U C  i u r i s d i c t i o n s -  A s  s t a t e d  ab o v e ,  
if p a s s e d ,  it is a n t i c i p a t e d  t h e r e  will  bo  m u c h  l i t i g a t i o n  
c o n c e r n i n g  the c o n s t i t u t i o n a l i t y  an d  s c o p e  of j u r i s d i c t i o n ,

b. A P U C  s t a f f  d o c s  n o t  h a v e  a n y  experience* or e x p e r t i s e  
in r e g u l a t i o n  of the a d d i t i o n a l  j u r i s o l a t i o n s . T h e r e f o r e ,  it 
will h e  n e c e s s a r y  to p r o v i d e  s u b s t a n t i a l  t r a i n i n g  to t h e  two 

t e c h n i c a l  p o s i t i o n s  c r e a t e d  to h a n d l e  tho  n e w  j u r i s d i c t i o n .  
E x i s t i n g  s t a l l  anu C o m m i s s i o n  m e m b e r s  will  i:lso n e e d  s o m e  
t r a i n i n g  in t h e s e  a r e a s  in o r d e r  to r e a c h  p r o p e r  c o n c l u s i o n s  
an d d e c i s i o n s  in the r e g u l e t o r y  p r o c e s s .

c. S o m e  c o m p u t e r  s o t t w a r o  m u s t  be  p r o v i d e d  in o r d e r  to 
p u t  t h e  a d d i t i o n a l  j u r i s d i c t i o n s  int o the A P U C  d a t a  b a se ,

400 - C o m m o d i t i e s

T h e r e  w i l l  bo a r e q u i r e m e n t  for a d d i t i o n a l  c o m m o d i t i e s  for 
the n o w  p o s i t i o n s  w h i c h  w i l l  be e s t a b l i s h e d  as n p a r t  of the 
n e w  w o r k l o a d .

500 - E q u i p m e n t

In a d d i t i o n  to t h e  e q u i p m e n t  a s s o c i a t e d  w i t h  the n e w  e m­
p l o y e e s ,  th e A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  w i a h c s  to go

100  - P e r s o n a l  S e r v i c e s
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o n  r e c o r d  to s t r e s s  tn e i m p o r t a n c e  of th e  p a s s a g e  of its 

c a p i t a l  b u d g e t  r e q u e s t  for a n  e x p a n d e d  c o m p u t e r  s y s t e m  w i t h i n  
th e A P U C .  ( C op y  is a t t a c h e d ) .

In l a s t  y e a r ' s  f i s c a l  n o t e  re H B  365 th e C o m m i s s i o n  h a d  a s k e d  
for a d d i t i o n a l  f u n d i n g  to e n h a n c e  its  e x i s t i n g  c o m p u t e r  
s y s t e m .  S i n c e  that tim e the s i t u a t i o n  h a s  c h a n g e d  d r a m a t i­
c a l l y .  B a s e d  on  p r e s e n t  an d p r o j e c t e d  u s a g e ,  t he  C o m m i s s i o n  
a n d  t he  D e p a r t m e n t  of A d m i n i s t r a t i o n  D i v i s i o n  o f  D a t a  P r o­
c e s s i n g ,  h a v e  r e c o m m e n d e d  that the p r e s e n t  s y s t e m  b e  r e p l a c e d  
b y  a l a r g e r  one . T h o s e  p r o j e c t i o n s  d i d  n o t  i n c l u d e  the  
a d d i t i o n  of s u c h  a b r o a a l y  b a s e d  j u r i s d i c t i o n  o s  p o s s i b l e  in 
t h i s  b i ll .

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

T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  is a l r e a d y  s h o r t  of 

s p a c e  in it s  p r e s e n t  lo ca tio n . A d d i t i o n a l  p e r s o n n e l  w i l l  
r e q u i t e  a d d i t i o n a l  s pac e.
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SAL 1 BENEFITS 
CP OFFICER»R 17A 
t'E IV, ft 21 C 
UFA i n ,  ft 21 A 
OTA II, ft 17A 
AST 11 , R 8A

 200________
TRAVEL-TftNB 
TRAVEL - OTHER

--------3 00 _______
LEGAL COUNSEL 
Add'l SOFTUARE 
H t  TR TRAINING

FT 84 
(Assunet ion! 

.prosrat basi

FY 65 FT 86 FT 87 FY 66 FY 89

-------------- 4 0 0 _________________

5 u s  tines M O O  
*=&t inflation fae

______________ 5 0 0 _________________

5 p o s  t i n e s  * 1 2 0 0  

2  p o s  t i n e s  < 1 0 0 0

 £00_________
add'l office 
«P0 iei?5 SO.FT.EA 
lSf'6P83 S O .FT.EA 
Ed 583 SO.FT 
H U E S  *2.00 TIMES 
1.2 KtlNTIIS

ns FY 8 5 )
N o t e : Figures foi

* 13 ,202.00 
* 60 ,041.00 
* 54 ,741.00 
* 43 ,242.00

FY B 5 ..FY8 ? do not 
*4 3 ,242.00 
*6 0 ,041.00 
*5 4 ,741.00 
*4 3 ,212.00

include nor it increases ov anv ncsotiatcd salary ir,c 
* 13 ,212.00 * 4 3 ,242.00 *4 3 ,242.00
*6 0 ,041.00 *6 0 ,041.00 *6 0 ,041.00
*5 6 ,741.00 *5 6 ,741,00 *5 6 ,741.00
*0 3 ,242.00 *4 3 ,242.00 *4 3 ,242.00

_S2 5 ,542.00---------------- *2 5 ,5 -15.00___ *2 5 ,542.00__________*2 5 ,542.00__________ 1 2 5 ,5 4 5 .0Q_
*2 2 6 ,815.00 *7 2 8 ,815.00 *7.?B,815.00 *2 2 8 ,815.00 *2 2 6 ,815.00

*5 ,000.00
„ 15,Q0Q.QQ_*_
*10,000.00

* 50 ,000.00
*S,000.00

.*25 ,000.0 0 .
*8 0 ,000.00

*0.00 
.*5 ,300.00-*. 
»5 ,3<JO.OO

*5 0 ,000.00
*0.00

 £0.00-
*5 0 ,000.00

*0.00
 *5,£ 18.00-1 .

*5 ,618.00

*5 0 ,000.00
*0.00

_______SQ.0 O-
*5 0 ,000.00

*0 . 0 0
.45,9 5 5 .0B_*-
*5 ,955.08

V50,000.00
*0.00

------ 30.00___
*5 0 ,000.00

*2 ,0 0 0 .0 0  *

*6,000.00
.12,000.00_____
*8,000.00

* 13 ,992.00

*2 , 1 2 0 .0 0  *

*0.00
 *0 .00____

*O.OC,

*13 ,992.470

*2 ,247.20 *

*0 . 0 0
_________1Q.QQ.

*0.00
♦ 13,997,00

*2 ,382.03 *

*0.00
 * 0 . 0 0 _____

*0.00
* 13 ,992.00

*0 .00

*6 ,3 1 2 .3?

*5 0 ,000.00
*0.00

_______Ifi.vOO.
*5 0 ,000.00

*2 ,524.95

*0.00
 * 0. 00.

• 0.00
* 1 3 ,992.00

GRAND TOTAL .1342,802.00-------- *300,22Z.QQ-------- *300,622.20________ *301, 144.11_________£3 01,644.3*.
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I.
POSITION I l I t E
(OCNSUMER PROTECTION & I N F O B M M T Q N  OFFICER)

2.
IYPE OF POSITION 

PFT
STAFF ftOHTIIS 

1 2
RP NUMBER PCN NUMBER 

(NEW)
3 . CONI IfflJAI ION LEVEL |  f ADD 1 T J ON f i

A. IYPE OK tXPLNDI lurtfc Amount
I 2 3

PERSONAL SERVICES

5 . SaI ary 3 3 0 8 4
6 . B e n e f it s 5 4 0 2
7 . Supplemental B e n e f it s 2 0 2 8
8 . F ixe d  B e n e f it s 2 7 2 8
9 . I0 IA L  PtRSOftAL SERVICES O) 4 3 2 4 2

10. Trave l 02 0
I T . Contractua 1 03 . 0
12. Commodities 0<i 4 0 0
13. Equipment 05 2 0 2 5
n. Other O f f i c e  S p a c e  1 2 5 S Q F T  (P 0 1 )  x  1 2  n o 3 0 0 0
15. TOTAL COST t^.OO Sq.ft. 4 8 6 6 7

x>;

rance^step 

I7A

OARG. UNIT 

G

FORM 12 PACE/LINE ;t>lSAPp.

BRU PRIORITY 

1
LOCATION
Anchorage

ELECTION D ISTRICT vv-.-.-
7 ;:jLEG>;'

FOR B4H OSE ONLY 
AA KEY NUMBER

RECEIPT CODE FUNDING SOURCE

16. Fed era l R e ce ip ts  1002

17. * G .F . Natch 1003

18. C en cre l Funds 100*1 48667
19. l-A  R ece ip ts  1005

20. P rog rav R e ce ip ts  1023

21. Other

!;*X* yyl ;• !• *v* v*. vl! !■!

JUSTIFICATION

The additional level o f  public contact which, would result 
frcm this additional regulatory workload would require the 
a ddit ion of another Information Officer oosition. This 
level would provide a n  interim between the Consuner Protection 
Officer II lead position and the Consumer Protection entry 
level.

As with other sections, there is n o  further roam for 
expansion o f  duties without an increase in personnel.
In addition, there is n o  existing office space to house 
additional personnel.
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1. POSITION I I I I E  
U t i l i t y  E n g in e e r  I V

RANCE/SJEP
2 1 c

BARC. UNIT 
G

FORM 12 PACE/LINE
i t i i i t

;:;ATSA.?P

2 . TYPE OF POSITION 
PFT

STAFF MONTHS 
1 2

RP NUMBER PCN NUMBER 
NEW

BRU PRIORITY LOCATION
A n c h o ra g e

ELECTION DISTRICT 
7 3§ ^ :-v v

3 . CONTINUATION LEVEL | |  ADDITION | ,;.v.v JUSTIFICATION
* . IYPl. OK EAPt.NDIIUHE AMOUNT

1 7 3 e n g in e e r  w o u i a  o e  i n v o l v e d  a n  r e v i e w i n g  e n g i n e e r i n g
• • a -| • .  • fm • .  . . .

PERSONAL SERVICES r e q u i r e m e n t s  a s s o c i a t e d  w i m  r e r i n e r y  r e g u l a t o r y  a c t i v i t i e s .
S . S a la ry 4 5 5 6 0
6 . Benef i t s 8 2 0 3 c u r r e n t  e n g i n e e r i n g  s t a i r  i s  n o t  a o i e  t o  a o s o r o  a n y  r r o r e
T. Supplemental B e n e fits 2 5 5 0 -L CU *U LXVJU lb i t .  i s  a i . r e a n y  w a n t in g  a t  c a p a c i t y  l e v e l s
8 . Fixed B en e fits 2 7 2 8 p

9 . 101AL PUiSONAL SERVICES 01 6 0 0 4 1 i c y u i a t u i .^  c i u u j . v j . u y  uu iiu u x iu _ iiy  i e i u t e r i e s ,  e t c .
J ----— _____1. _ • _  * S i l .  • _ » 1. • _  m  • • .  * •

JO. Travel 02 2 5 0 0 [ i ju u  ex -u su  w iu n x n  m i s  u a i r m s s i o n  n o r  a n y  o t n e i r s ,  l u  
w i l l  r e q u i r e  much t r a i n i n g  i n  o r i e r  f o r  t h e  E n g i n e e r  t o  b e  
a b l e  t o  r e v i e w  e n g i n e e r i n g  r e q u i r e m e n t s  a s s o c i a t e d  w i t h  t h e s e

1’ . C on trac tua l 03. 1 0 0 0 0
. 12. CorvToui t ie s 04 4 0 0

'3 . Equipment 05 2 0 2 5
1*. Other O f f i c e  s p a c e  1 2 5  s q  f t  ( P C I )  x  1 2  m ) 3 0 0 0 O f f i c e  s p a c e  w i l l  b e  r e q u i r e d  b e c a u s e  e x i s t i n g  s p a c e  i s  a t
15. TOTAL COST ^ $ 2 . 0 0  s c j . f t • 7 7 9 6 6 m axim um  u s a g e  l e v e l s  a l r e a d y .

$ £ £ vX;K">>>v'vK":

RECEIPT CODE FUNDING SOURCE

16. Fed e ra l R e c e ip ts  1002

17. * C .F .  Match toes

18. Ccnera l Funds 1004 7 7 9 6 6
19. l-A  R e ce ip ts 1005

20. Program R e c e ip ts  I02B

21. Other

.
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1.
[ POSITION H U E

Utility Financial Analyst III

TYPE OF POSITION STAFF MONTHS RP NUM8EH PCN NUMBER
2. PET 12 NEW

3. CONF1 HUAI ION LEVEL |  |  ADDITION |

A . 11P£ UK LM’tN JI I URL " A&uufJT 1

1 7 3

PERSONAL SERVICES

5 . S a la ry 43560
! ». B e n e f its 8203

! 7- Supplemental B e n e f it s 2028

< 6- F ixed  B e n e f its 2728
9. 101AL PEKSUNAL SERVICES 0 ; . 5674!

10. T rave l 02 2500
11. C o n tractu e1 03 10000
. 12. Cor^ o d it* '- . Ok 400

11. Equipment 05 2025
14. Other Office speice 125sq ft (P01) x 12 n o 3000
15. lOTAL COST ^ 2 . 00 sc ft ,,74666. . .
xx-:': xxxxxvx-iyxvxx.f.v.
.;.v .v X*!vMv .y/.v.v/.v./' •X-XvX- •Xv.-.-.v.v.-.v.-.v

RE'tElPT CODE FUNDING SOURCE

16. f Fed era l R e ce ip ts  1002

»?. • 1 C .F .  Match 1003

IS . C en cra l Funds 1004 74666
19. l-A  R e ce ip ts 1005

20. Program R e ce ip ts  1023

21. O lher

.•'v'.vv • * v"*! ,■ !* !• .* *1 'IvX.v!
• ***•'•‘•’v.'vvX*' . • * ’

1 FOR HIM USE ONLY 
j 4A KEY NUMBER -------

- -

RANGE/SUP
2 1 A

OKU PRIORITY1

BARG. UNIT 
G

LOCATION

Arichoraqe

FORM 12 PACE/LINE

ELECTION DISTRICT

7

' m i x
•; A PPRO«i W & T '

JUSTIFICATION

Ibis position would provide audit of refinery records ard 

all other regulatory activity associated with the scope of 
SSHB 220.

C u o ^ n t  financial staff is not able to absorb any more 
functions and has, in the past, had to absorb a  vacancy 
factor to help alleviate personnel services shortages 
resulting from budget cutbacks. Even if all positions were 
filled, workload is such that any additional activities cannot 
be handled b y  existing staff.

Because regulatory activity concerning refineries, etc. does 
not exist witliin this Ocnmlssion nor any others, it will 
require much training in order for the Analyst to b e  able to 
provide the audit ing background necessary for this activity.

Office space is not available for additional personnel and 
all new positions require that the Garmission acquire more 
space.

1 3  REOUEST FOR 
NEW POSITION

AGENCY ALASKA PUBLIC OTIIJTIBS COM>HSSTON
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Q t r .g Q f f i c e  s p a c e  1 2 5 s q f t  (I?01> X  1 2  n o  
to ta l  co st  x  $ 2 .0 0  S C T .f i : .

TWDIItC SOURCE

F ed e ra l R e ce ip t*  1002

C .F .  Hatch

48667C e n cra JF u n d s  

I-A  R e ce ip t*

Program R e ce ip ts  1028

Other

FOR B&H USE ONLY 
LA KEY NUHOER

I PCN MUHUER 
TS3'J

»•* p— 11- <; r iTi i n w.

RA1 iGE/.STFP
1 7 A

DARC. u n i I  
G

FORK 12 PACE/LINE ;APPROy;' •plS^PP-

STAFF MONTHS RP NUMBER URU PRIORITY

AOOIT JON

PERSONAL SERVICES

S i la r y
Bcnef i ts
5uf.plenental B e n e f it s

F ixed  B e n e fits

101AL P£R5uh*L SERVICES

3 3 0 8 4

2 7 2 8 "

10. T rave l

C o ntractu a l

Cor«>c.di t ie s

Equipment

AMOUNT

4 3 2 4 2

2 0 2 5

RECEIPT CODE

L0CA1I0H
Anchorage

ELECTION DISTRICT 
7

JUSTIFICATION

Ihe addition of another full-time tariff analyst would be 
required to handle the tariff rate filings which would be 
c. result o f  this additional iregulatory function.

Tariff section is already functioning at capacity and is not 
able to absorb any further regulatory workload without the 
addition of another position at this level. In addition, 
there is no existing office space to house this position.
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1 .
POSITION T fT IE

ADMINISTRATIVE SUPPORT TECHNICIAN II

1. TYPE OF POSl I»JK{ 

PrT
SIAFF tONlliS 

_ 12

RP NUMBER PCN WUH0ER 
NEW

3. COVllNUATION LEVEL |  {  IT  ION |  | ; : ;X:v •!,!v!v!v!v.*!v!vX 1.

1 H- IYPE OK EM’LNDI li lf it ; AK6utir
1 7 3

PERSONAL SERVICES

5 . 5a 1 dry 18636
6 . B e n e f its 3043
7 . Supplemental B e n e f it s 1142
B. F ixed  B e n e f it s 2728
9 . 101 PL PERSONAL SERViCES 01 25549

10. T ra ve l 02 0
11. C o ntractu a l 03 0

. 1?. Co.Tjn&di t ie s Ot 400
13. Equiptnsnt OS 1200
10. otherOffice Space 83 sq.ft(SP6)x 12h d 1992
15. TOTAL COST 29143.

• iv'.'IvXv.\yX*X vvij.v’.vl

RECEIPT CODE FUNDIMC SOURCE

16. Federa l R e ce ip ts  1002

17. C.F. Hatch 1003

18. Ccnerat Funds 100A 29141
19. l-A  R e ce ip ts 1005

20. Program R e ce ip ts  1023

21. Other

’?•: •; :;V ’. y - -iii-x-x"s’ •: • xc* !*r vt ‘ •; Xy

' X X;XvXv •XXvX*X y.y.'.v.v ;->X*.v .y
xr-xxyxj:; >*'v'x'iv!v!v x*i' ;•

FOR B1M USE ONLY 

•ik KEY N U H BER---- ------“------- “------ J::-:’

BRU PRIORITY LOCATION
Anchomgi s

JUST1FJCAT I ON
The administrative support level is already at ovei>capacity 
level and the operating budget for F Y  1985 has requested the 

addition o f administrative support personnel to provide 
adequate coverage for existing regulatory activity. The 

addition o f  any n e w  regulatory activity necessitates the need 
for administrative support for that new activity.

Because o f  the shortage of usable office space, any new 
positions require additional office space.

1 3  REQUEST FOR 
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title Alaska Public Utilities 

Commission Information 

Processing System

LOCATION

A n c h o ra g e

PROJECT CLASSIFICATION

02-490-04=01

ELECTION DISTRICT
> » w r w  ~w —  11
STAAf DA1E I
 9/1/84 |

COMPLETE DATE 
G/30/85

P R  i  O h  r 1 OF

*. •X’l v ’v i v .  *X\ v X ’X  Iv .t .'-'.'-' * »* *■ x*• ........... .. • • • • . * - • . * . . . . . . . . . .  . . .• - • *.*•* • . . . .  *• . V . . .* *• j..»,*,• •.*.*.•.*.*. v . v . v . . CENTAL FUNDS FEDERAL FUNDS C.O. BONDS OTHER po s it io n s
ACUJCY PfcQUESl 

FT 8-J COVERNOR
PFT Pl/SIA. TOTAL

k t g u t i i k u  M b ' im i :
SHE ACQUISITION 
P LAW INC AND DESIGN 
COKSTRUCflOH AN0 EOUIPMENT 
PREV1005 APPROPRIATIONS INOM-ADO)

•
3 4 b .  4 3 4 5 . 4

•

1OPERATING COSTS:
FIRST TEAR 0PERATINC COSTS 
FULL ANNUAL OPERATING COSTS

' -X-tXlvX'X-X/XvX*! • ■ • - •» >*;’v X > v X > X : i v lv X v X v X v !  ■! v .*.
3 3 . 0 * y
56.1 y : - 1

JL.70J

L

Depj
alsc

The Alaska Public Utilities G a m i s s i o n  has established several objectives w  speak to improved case manage­
ment techniques and provide for sustained Cctrmission .participation in specialized, highly technical regulatory 
issues such as national teleoomnunicaticns policy development, local and regional power requirements and con­
tinuing as a  reliable source of utility related information in response to public and governmental inquiries.
In all of these instances, the availability of a  properly configured information processing system is essential.

The APUC has an urgent need to expand its information processing system. Following implementation of its initial 
eltsctronic data processing capability, the APUC uses its existing system in practically every aspect of its 
operations: for engineering and financial analysis, for jcb sdieduling and control, for drafting letters, orders,
testimony and reports, and for numerous administrative controls. At this time, the small processor serving 
twelve terminals is at capacity or is frequently overloaded which greatly Impairs the productivity and quality 
of work product of the agency’s employees.

The agency’s background in mechanizing its operations and details of its future plans are contained in the APUC's 
1983 computer plan dated October 4, 19B3. Copies of this plan have already been sent under separate cover to the 
Deputy Commissioner of Administration for Information Systems and the Office of Management and Budget (a copy is 
also attached to this capital budget request). The plan proposes to replace the existing Digital Equipment

CP-1 CAPITAL PROJECT 
DESCRIPTION
F Y _ _ § 5 ____________

AGENCY 
CATEGORY 
PROGRAM 

PROiECT TITLE

Alaska Public UtLllties Confnission 

Public Protection

Consumer Protection 
Information Processing 

System OCT 17

00002 u
rai l O G E T



a n *

Project Description and Justification Continued:

Corporation POP 11/24 miniccnputer in F Y 8 5  with one having far greater capacity and to expand the nunber of 
terminals. This will give most employees, including Ccrrmiss loners, ready access to numerous data bases giving 
the status of utility operations and those of the agency itself, to specialized aonputational facilities for 
utility regulation, and to electronic drafting of documents. In addition, a large capacity conputer is essential 
for the proper auditing of utilities, most of which maintain their financial and operations records in extensive 
conputer files.

The plan also includes addition of graphics capabilities to the basic system in FY86. This should aid in the 

presentation of oorplex utility data to the public. Also in FY86, tdie Commission plans to begin computer 
integration of a proposed micrographics system. Filming and conputer indexing of its documents onto microfiche 
will greatly reduce the effort needed to maintain over one million documents in order and ready for reference.
In later years funds are requested for new or updated software, for a  high volume automatic microfiche-to-paper 
printer and for automatic microfiche storage and retrieval equipment which will integrate hard copy information 
with the APUC central data base.

J
1

r
ADDITIONAL 
EXPLANATION t
FCmM

4J

AGENCY Alaska Public Utilities Gomnission
CATEGORY Public Protection_________________
PROGRAM COnsuner Protection_______________

information Processing 

TITLE System_____________________
Pag® 2 of 2
Revised Date
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T,TL£ Alaska Public Utilities Conrdssion Information Processing System |  p r io r it y  *  of 2  f

OPERATINC
TOTAL

PREVIOUS
APPROPRIATIONS

FY W FY 85 FY as FY BT FY 83 FY 89

100 PERSONAL SERVICES 
200 - 800 LINE ITEMS

TOTAL •Xv!
33.0 56.1 50..0 50.0 50.0
33.0 56.1 50.0 50.0 50.0

- 1002 FEDERAL RECEIPTS 
;; 100H GENERAL FUNDS 

OTHER FUNDS

y.-y.
•Vi*

11 «Vi V*|* V* V / .**v.

*33.0 *56.1 * 50.0 *50.0 * 50.0
x*>
•yyy.

.■.V.VAV.*.*

FULL-TIME POSITIONS

CAPITAL TOTAL

1002 FEDERAL RECEIPTS 
10W CENERAL FUTOS 

OTHER FUNDS

•

345.4 154.8 23.4 91.0 80.0

REVENUE I

EXPLAIN PREVIOUS APPROPRIATIONS (CJVE SECTION, CHAPTER, SLA) AND ASSUMPTIONS FOR COST, FUWINC SOURCE, POSITION AND REVENUE ESTIMATES:

Operating funds in FY85 through FY89 include an estimate for hardware and software maintenance agreements along 
with a projection for professional data processing consulting services necessary to allow program conversions, 
maintenance and new program development. FY85's estimate is scaled dcwn to reflect the initial acquisition and 

installation timeframe during which these costs will not be incurred. Estimates for FY87 and beyond are reduced 
to reflect oorpletion of program conversions and a stabilization of expenses related to system maintenance and 

ongoing new program development.

*0 & M  expenses projected through FY89 very closely approximate current funding requirements for data processing 

support costr. and d o  not represent a net increase in general fund o b l i g a t i o n . _________________ -_________
l^anr

AGENCY 
CATEGORY 
PROGRAM 

PROJECT TITLE

Alaska Public Utilities Commission
«

P u b l i c  P r o t e c t io n

Consumer Protection___
I n f o r m a t i o n  P r o c e s s i n g  

S y s t e m ______________

Page 1  o f 2
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Appropriation and Assumptions for Cost, Funding Source, Position and Revenue Estimates Continued: 71Capital expenditures in FY85 provide for a  substantial portion o f  new hardware and software acquisition and 
installation. FY86 expenditures include further development of APUC order indexing capabilities and implementation 
of the integrated micrographics system. These items along with estimates of capital expenditures in FY87 and 
beyond are explained more completely in the attached APUC 1983 computer plan.

rmnwrnnerj
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AGENCY Alaska Public Utilities Qarmission
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PROGRAM Cortsurer Protection_______________
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Reeister 84. January 1983 C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T 3 A A C  50.100

3 A A C  50.500

standards for a utility. (Eff. 10/15/82. Reg. 8 41 
Authority: A S  42.05.141(a)(3) 

A S  42.05.151(a)

A S  42.05.711(d)

3 A A C  50.200. I N D I V I D U A L  E L E C T R I C  
M E T E R S ,  (a) Except as provided in (b) of this 
section, an electric utility shall install an indivi­

dual meter to measure the energy consumption 
attributable to each residential and commercial 
unit in a multiple-occupancy building and each 
mobile home unit in a mobile home park if con­
struction of the building or mobile home park 
was begun after December 31, 1982.

(b) Individual meters are not required

(1) for transient multiple-occupancy build-, 

ings and transient mobile ho me  parks, including, 
but not limited to. hotels, motels, dormitories, 

rooming houses, hospitals, nursing homes, and 
mobile home parks for travel trailers:

(2) for commercial unit space which is sub­

ject to alteration with changes in tt,tarns as evi­

denced by temporary construction or non­
load-bearing walls or floors separating the 

commercial unit spaces;

(b) Not later than 30 days after the filing of a 

tariff advice letter in which a change in a rate 
schedule is requested, an electric utility shall 

transmit to its affected consumers a clear and 
concise explanation of the proposed change. 
This provision does not apply to rate adjust­
ments resulting from an automatic fuel-cost 
rate adjustment clause.

(c) At least once each year, an electric utility 
shall transmit to each of its electric consumers 

an informative summary of any rate schedule in 
its currently effective tariff which applies to 
those consumers.

(d) O n  request of an electric consumer, an 
electric utility shall transmit a clear and concise 
statement of the consumers actual energy con­
sumption and. if billed ' eparately, power con­
sumption for any billing period during the 
previous 12 months unless the information is 
not reasonably ascertainabie by the utility. (Eff. 
10/15/82. Reg. 84)

Authority: A S  42.05.141(a)(3) 

A S  42.05.151(a)
A S  42.05.411(a)

3 A A C  50.400. Reserved

(3) where alternative renewable energy re­

sources are used in connection with central 
heating, ventilating, and air conditioning sys­

tems; and

(4) in c o m m o n  building areas such as I all­

ways, elevators, reception areas, water p u m p­
ing facilities, and electric hookups for motor 

vehicles.

(c) For the purpose of this section, construc­
tion begins when the footings are poured. (Eff. 

10/15/82. Reg. 84)
Authority: A S  42.05.141(a)(3) 

A S  42.05.151(a)
A S  42.05.291(c)

3 A A C  50.300. I N F O R M A T I O N  T O  E L E C­
TRIC  C O N S U M E R S ,  (a) A n  electric utility 

shall provide to each new electric consumer, 
coincident with the application for service, a 
clear and concise explanation of any rate 

schedule in its currently effective tariff which 

applies to that consumer.

3 A A C  50.500. A D V E R T I S I N G ,  (a) In addi­
tion to the restrictions imposed under AS 
42.05.381(a), neither an electric utility nor a 
gas utility may recover through rates any direct 
or indirect expenditure by the utility for promo­
tional. political, or eood.vill advertising.

(b) The commission will determine on a case- 

by-case basis whether the forms of advertising 
listed in (c)(3) of this section, as well as ad­
vertising not readily categorized as promotional, 
political, or goodwill, and any other form of 

advertising not covered by this section will be 
included in utility operating expenses for rate- 
making purposes.

(c) In this section

(1) “advertising” means the commercial use 

by a utility of any media, including newspaper, 
piinted matter, radio, and television, in order 

to transmit a message to a substantial number of 

members of the public or to the utility’s 
customers;



Register 84. January 1983 COMMERCE AND ECONOMIC DEVELOPMENT

(2) '‘goodwill advertising” means advertising 
directed toward improving or enhancing the 
public image of a utility or its employees:

t31 “goodwill advertising.” “political adver­
tising," and “promotional advertising" do not 
include

(A) advertising which informs an electric 
or gas consumer about methods which con­
serve electric energy or gas or which reduce 
peak demand for electric energy or gas:

(B) advertising required by law or regula­
tion. including advertising required under Part 
1. Title II of the National Energy Conserva­
tion Policy Act (42 U S C  § 8201 et seq.);

(C) advertising regarding service interrup­
tions. safety measures, or emergency condi­
tions:

(D) advertising concerning employment 
opportunities with a utility;

(E) advertising which promotes the use of 

energy-efficient appliances, equipment, or ser­

vices;

(F) an explanation ur justification of exist­
ing or proposed rate schedules or a notice of 
hearings concerning these rate schedules; and

(G) communications with members of a 

utility cooperative about the activities or in­

ternal affairs of the cooperative or which 
encourage or promote the participation of the 

members in the process of governing the 

cooperative;

(4) "political advertising” means advertising 
for the purpose of influencing public opinion 
with respect to legislative, administrative, or 
electoral matters, or with respect to a contro­
versial issue of public importance; and

(5) “promotional advertising” means adver­
tising for the purpose of encouraging a person to 
select or use the service or additional service 

of a utility, or the selection or installation of 
an appliance or equipment designed to use the 
utility's service, except as provided in (3)(E) 

of this subsection. (Eff. 10/15/82, Reg. 84.)
Authority: A S  42.05.141(a)(3) 

A S  42.05.151(a)

A S  42.05.381

3 A A C  50.500 
3 A A C  50.600

3 A A C  50.600. DEFINITIONS. Unless the 
context indicates otherwise, in 3 A A C  50.100 - 
3 A A C  50.600

(1) “building” means a single erected struc­
ture. roofed and enclosed within exterior walls, 
built for permanent use. framed of component 

structural parts and unified in its entirety both 
physically and in operation for residential or 

commercial occupancy;

(2) "commercia1 unit” means that portion 
of a building or premises which is normally used 

for commercial; urposes;

(3) “electric consumer” means a person or 
a public or private entity to which electric 
energy is sold, other than for purposes of resale, 
by a regulated public utility:

(4) “gas consumer" means a person or a 
public or private entity to which natural gas is 

sold, other than for purposes of resale by a 
public utility;

(5) “mobile home park” means a parcel of 

land which is used for the accommodation of 
occupied mobile homes;

(6) “multiple-occupancy building” means a 

building which is designed to house more than 
one residential or commercial unit;

(7) "rate” means

(A) a price, rate, charge, or classification 
made, demanded, observed, or received w-th 
respect to the sale of utility services to a 
utility consumer:

(B) a rule, regulation, condition, or prac­
tice respecting a rate, charge, or classification; 
and

(C) a contract pertaining to the sale of 
utility sendees to a utility consumer;

(8) “rate schedule” means the designation of 
the rates which an electric utility charges for 
electric energy: and

(9) “residential unit" means o.ie or more 
rooms fcr use by one or more persons as a 

housekeeping unit which provides living.

3-1 12.8



J a n u a r y  31, 1984

To: John
*

From: Ken

RE: SSHB 220, R E L A T I N G  TO PUBLIC UTILITIES

W H A T  T H E  BILL DOES.

This b i l l  attempts to do several different deeds all i'. one 
fell swoop. First the b i l l  calls for r estric tion on rates 
c h a rged by p u blic utilities. Such utilities can not i n­
clude in its charge to customers the cost for political 
contributions, lobbying, public relations, advertising, and 
consul t i n g  fees. some of this is redundant since it' 
co vered under current statute. Section 2 of this bill also 
deals w i t h  rate setting. It seems to me that in this 
section, a u t i l i t y  that has part or all of its a d m i n i s t r a­
tive funct i o n  outside the state, w c u l d  be heavi ly penali zed 
by  this bill.

In S e ct ion 3 of the bill, one particular item that sticks 
out is the e x e m p t i o n  of cable television firms from r e g u­
lation by the A l a s k a  Publi c Utilities Commission. It w o u l d  
be like deregulation. The m erits of this section are 
questionable. The heav yw e i g h t s  in the cable t-v business 
are o b v i ous ly again st it since it w o u l d  open areas for more 
competition. The other  side of this issue is p hilosophical 
if you ask "should cable t-v be considered a utility ?". 
Perhaps dereg u l a t i o n  w o u l d  not be a bad idea if it were 
done in a different bill.

The ether aim of the bill is to place oil refiners under 
APUC regulation.
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BILL SHEFFIELD, GOVERNOR

ALASKA PUBL IC  UT IL IT IES  C O M M IS S IO N
D E P A R T M E N T  O F  C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T

A p r i l  6 , 1 9 8 3

420  " l "  STREET 
SUITE 100
A N CH O RA CE . ALASKA  99501  
(907 ) 276 -6222

R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n  

H o u s e  L a b o r  a nd C o m m e r c e  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  F u r n a c e :

In r e s p o n s e  to y o u r  l e t t e r  of M a r c h  28, 1 9 83 , c o n c e r n i n g  H o u s e  
B i l l  22 0 I am e n c l o s i n g  r e l e v a n t  p o r t i o n s  of our  e x i s t i n g  s t a t u t e ,  
A S  4 2 . 0 5 . 3 8 1 ( a )  a n d  A S  4 2 . 0 5 . 5 1 1 ( c )  a n d  a p o r t i o n  of o ur  r e g u l a ­

t i o n s  3 A A C  5 0 . 5 0 0  w h i c h  is a p p l i c a b l e  to e l e c t r i c  a n d  g a s  u t i l ­
it i e s .  T h e  l a t t e r  is t h e  r e s u l t  o f  f e d e r a l  l e g i s l a t i o n  w h i c h  

m a n d a t e d  s p e c i f i c  c o n s i d e r a t i o n  of  the  s u b j e c t  of a d v e r t i s i n g  

e x o e n s e s  of e l e c t r i c  a n d  g a s  u t i l i t i e s  o n l y .

I f o u n d  it d i f f i c u l t  to  a r t i c u l  

p r o c e s s  t h a t  the C o m m i s s i o n  u n d  
in i t e m s  1 t h r o u g h  7, A S  4 2 . 0 5 .  
C o m m i s s i o n .  T h e r e f o r e  y o u  w i l l  
o r d e r s  in e i g h t  p t o c e e d i n g s  o v e  
s u b j e c t s  h a v e  b e e n  d i s c u s s e d ,  

the s e c t i o n s  of the s t a t u t e  a n d  
b e l i e v e  t h a t  the C o m m i s s i o n ' s  r 
t h e m s e l v e s  a n d  s u p p o r t  ou r  init  
l e g i s l a t i o n  is r e d u n d a n t  a n d  un 

in h i g h e r  r a t e s  to c o n s u m e r s  th 
e v a l u a t i o n  of the r e a s o n a b l e n e s  

ra te .

a t e  in w r i t i n g  the d e l i b e r a t i o n  
e r t a k e s  w h e n  th e c o s t s  e n u m e r a t e d  

3 8 1 ( a ) ,  a r e  at i s s u e  b e f o r e  t h e  
a l s o  f i n d  p o r t i o n s  o f  C o m m i s s i o n  

r the  p a s t  s i x  y e a r s  w h e r e  the 

I h a v e  u n d e r l i n e d  t h e  r e f e r e n c e s  to 
r e g s  w h i c h  a r e  e n c l o s e d  a n d  

e v i e w  a n d  a s s e s s m e n t  s p e a k  for 
ial p o s i t i o n  that  th e p r o p o s e d  

n e c e s s a r y  in p a rt , a n d  c o u l d  r e s u l t  
r o u g h  t h e  f o r e c l o s u r e  of th e  
s of  a s p e c i f i c  c o m p o n e n t  of a

If t h e r e  is a d d i t i o n a l  i n f o r m a t i o n  t h e  C o m m i s s i o n  c a n  p r o v i d e ,  
p l e a s e  d o  not  h e s i t a t e  to c o n t a c t  m e  at 2 6 3 - 2 1 3 2 .

S i n c e r e l y ,

A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

d k d C a r o l y n  S. G u e s s  
C h a  i r m a n

E n c l o s u r e s  

cc: C. W a l l e n

f iiw w r y i7 i i!u L ' lP i?  •»»—
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TO.

F R O M :

C a t h e r i n e  VJallen 

L e g i s l a t i v e  L i a s i o n  
D e p a r t m e n t  of C o m m e r c e

C a r o l y n  S. G u e s s ,  C h a i r m a n  \[\

DATE:
M a r c h  15, 1 9 9 3

F I L E  N O :

JE iPHONE NO:

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n
SU BJEC T:^ o u s e  B i l l  22 0

S e n a t e  B i l l  1 4 0

B e c a u s e  t h e r e  a p p a r e n t l y  a r e  n o t  B i l l  A n a l y s i s  F o r m s  a v a i l a b l e  to u s  . 
in A n c h o r a g e  I a m  s e n d i n g  o u r  c o m m e n t s  o n  t h e  p r o p o s e d  l e g i s l a t i o n  i n  

m e m o  f o r m .  Y o u  m a y  t r a n s f e r  our c o m m e n t s  t o  t h e  a p p r o p r i a t e  f o r m  a n d  
s i g n  m y  n a m e  w i t h  y o u r  i n i t i a l s .

B o u s e  B i l l  2 2 0 . T h e r e  is n o  f i s c a l  i m p a c t  to  t h e  A P U C .

C o m m e n t s :  H o u s e  B i l l  2 2 0  is r e d u n d a n t  i n  p a r t ,  u n n e c e s s a r y  a n d  c o u l d
r e s u l t  in h i g h e r  u t i l i t y  r a t e s .

S e c t i o n  1 ( a )  (1) — (4) is' a d d r e s s e d  in 4 2. 05. 381  (a). T h e  C o m m i s s i o n  

b e l i e v e s  t h e  e x c e p t i o n s  f o u n d  in 4 2 . 0 5 . 3 8 1 ( a ) ( 1 ) - ( 4 )  a r e  r e a s o n a b l e  
a n d  i s  n o t  a w a r e  of a n y  r e a s o n  to e l i m i n a t e  t h e m .

S e c t i o n  1 ( a ) ( 5 ) ,  a p r o h i b i t i o n  of c o n s u l t i n g  or m a n a g e m e n t  f e e s  p a i d
to t h e  o w n e r  o f  a u t i l i t y  c o u l d  a f f e c t  a n u m b e r  of s m a l l  u t i l i t i e s ,  

i.e.’, T a n a n a  P o w e r  C o . ,  a n d  M u k l u k  T e l e p h o n e  Co. w h e r e  t h e  o w n e r s  a r e  
t h e  s a l a r i e d  m a n a g e m e n t  of t h e  u t i l i t y .

In r e g a r d  t o  S e c t i o n  1 ( a ) ( 6 ) ,  AS 4 2 . 0 5 . 5 1 1 ( c )  p r o v i d e s :

I n  a r a t e  p r o c e e d i n g  t h e  u t i l i t y  i n v o l v e d  h a s  th e  

b u r d e n  o f  p r o v i n g  t h a t  a n y  w r i t t e n  or u n w r i t t e n  
c o n t r a c t  or a r r a n g e m e n t  it m a y  h a v e  w i t h  a n y  of 

i t s  a f f i l i a t e d  i n t e r e s t s  for t h e  f u r n i s h i n g  of 

a n y  s e r v i c e s  or f o r  t h e  p u r c h a s e ,  s a l e ,  l e a s e  or 

e x c h a n g e  of a n y  p r o p e r t y  is n e c e s s a r y  a n d  c o n s i s ­
t e n t  w i t h  t h e  p u b l i c  i n t e r e s t  a n d  t h a t  t h e  p a y ­
m e n t  m a d e  t h e r e f o r ,  or c o n s i d e r a t i o n  g i v e n ,  is 
r e a s o n a b l y  b a s e d ,  in p a r t ,  u p o n  t h e  s u b m i s s i o n  of 

s a t i s f a c t o r y  p r o o f  as t o  the c o s t  o f  t h e  a f f i l i a t e d  

i n t e r e s t  of f u r n i s h i n g  t h e  s e r v i c e  or p r o p e r t y  

a n d ,  in p a r t ,  u p o n  t h e  e s t i m a t e d  c o s t  t h e  u t i l i t y  
w o u l d  h a v e  i n c u r r e d  if it f u r n i s h e d  t h e  s e r v i c e  

o r  p r o p e r t y  w i t h  i t s  o w n  p e r s o n n e l  a n d  c a p i t a l .
(S 6 o h  1 1 3  S L A  1 9 7 0 )

T h e r e f o r e ,  .the C o m m i s s i o n  b e l i e v e s  t h i s  s e c t i o n  of th e p r o p o s e d  l e g i s  
laticr. is r e d u n d a n t  a n d  u n n e c e s s a r y .

02-00>A(G»». JO/79)



M a r c h  15, 1 9 8 3  

P a g e  2 o f  2

In r e g a r d  

p u r p o s e  th 
w o u l d  c r e a  

the A n c h o r  
w h i c h  r e c e  
p r o c e s s i n g  

C o l l e g e  U t  
T e l e p h o n e  
Horner, K o d

t o  S e c t i o n  1 ( a ) ( 7 ) ,  

is p r o p o s e d  s e c t i o n  

t e  p r o b l e m s  a n d  p o s  

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

, l e g a l  s e r v i c e s ,  e 
i l i t i e s  ( s e w e r  and 
C o m p a n y  a n d  G l a c i e r  
i a k  a n d  N o r t h  P o l e

t h e  C o m m i s s i o n  d o e s  n o t  u n d e r s t a n d  w h a t  

w o u l d  s e r v e  a n d  f u r t h e r  b e l i e v e s  it 

s i b l y  h i g h e r  r a t e s  for u t i l i t i e s  s u c h  as  

r i c ,  t e l e p h o n e ,  w a t e r  a n d  s e w e r  u t i l i t i e s  
t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  i . e . ,  d a t a  
t c . ; p r i v a t e l y  o w n e d  u t i l i t i e s  s u c h  as 
w a t e r )  in F a i r b a n k s .  J u n e a u  D o u g l a s  

S t a t e  T e l e p h o n e  C o m p a n y  s e r v i n g  K e n a i ,  
c o u l d  a l s o  b e  a d v e r s e l y  a f f e c t e d .

In s u m m a r y ,  t h e  C o m m i s s i o n  d o e s  n o t  b e l i e v e  t h a t  t h e  p u b l i c  i n t e r e s t  
w o u l d  be b e t t e r  s e r v e d  by t h e  e n a c t m e n t  of t h i s  l e g i s l a t i o n .

S e n a t e  B i l l  1 4 0 .

It w o u l d  a p p e a r  if t h e  r o l e  o f  t h e  A P U C  is l i m i t e d  to a n  o v e r s i g h t  
r e v i e w  o f  t h e  r e g u l a t i o n s  to b e  p r o m u l g a t e d ,  t h e r e  is n o  f i s c a l  i m p a c t  
on t h e  A P U C .

C o m m e n t s :  T h e  C o m m i s s i o n  is s u p p o r t i v
r e s u l t  in l o w e r  u t i t l i t y  r a t e s  f or  A l a  
C o m m i s s i o n  o b s e r v e s  t h a t  t h i s  l e g i s l a t  

of e l e c t r i c  u t i l i t y  c o o p e r a t i v e s  a n d  r 

T h e r e  a r e  o t h e r  k i n d s  o f  u t i l i t i e s  tha 
n e e d  f or  t h e  a v a i l a b i l i t y  of l o w  i n t e r  

p h o n e ,  s e w e r ,  a n d  w a t e r  u t i l i t i e s .  Th  
t h a t  c o n s i d e r a t i o n  be g i v e n  

e l i g i b l e  t o  b o r r o w  l o n g  or
t o  b r o a d e n  

s h o r t  t e r m

e of l e g i s l a t i o n  t h a t  w o u l d  
s k a n  u t i l i t y  c o n s u m e r s .  T h e  

i o n  w o u l d  o n l y  b e n e f i t  c o n s u m e r s  

egior.al e l e c t r i c a l  a u t h o r i t i e s ,  
t h a v e  as m u c h ,  if n o t  m o r e ,  

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

i ng  t h e  k i n d s  o f  u t i l i t i e s  

m o n i e s  f r o m  t h e  S t a t e .

c s g / d k d



FROM:

C a t h e r i n e  VJallen 

L e g i s l a t i v e  L i a s i o n  
D e p a r t m e n t  of C o m m e r c e

DATE:
M a r c h  15, 1 9 5 3

FILE NO:

ELEPHONE NO:

C a r o l y n  S. G u e s s ,  C h a i r m a n  s u b j e c t :H o u s s  H i l l  2 2 0
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  S e n a t e  3 i l l  1 4 0

B e c a u s e  t h e r e  a p p a r e n t l y  a r e  n o t  B i l l  A n a l y s i s  F o r m s  a v a i l a b l e  to u s  . 
in A n c h o r a g e  I am s e n d i n g  o u r  c o m m e n t s  o n  t h e  p r o p o s e d  l e g i s l a t i o n  in 

m e m o  f o r m .  Y o u  m a y  t r a n s f e r  ou r c o m m e n t s  t o  t h e  a p p r o p r i a t e  f o r m  a n d  
s i g n  m y  n a m e  w i t h  y o u r  i n i t i a l s .

H o u s e  B i l l  2 2 0 .  T h e r e  is n o  f i s c a l  i m p a c t  t o  t h e  A P U C .

C o m m e n t s : 

r e s u l t  in

H o u s e  B i l l  2 2 0  is r e d u n d a n t  

h i g h e r  u t i l i t y  r a t e s .
in p a r t ,  u n n e c e s s a r y  a n d  c o u l d

S e c t i o n  1 ( a ) ( 1 ) — (4) is' a d d r e s s e d  in 4 2 . 0 5 . 3 8 1 ( a ) .  T h e  C o m m i s s i o n  

b e l i e v e s  t h e  e x c e p t i o n s  f o u n d  in 42. 0 5 . 3 8 1 ( a ) ( 1 ) - ( 4  ) a r e  r e a s o n a b l e  

a n d  is  n o t  a w a r e  of a n y  r e a s o n  to e l i m i n a t e  t h e m .

S e c t i o n  1 ( a ) ( 5 ) ,  a p r o h i b i t i o n  of  c o n s u l t i n g  or m a n a g e m e n t  f e e s  p a i d
to t h e  o w n e r  of  a u t i l i t y  c o u l d  a f f e c t  a n u m b e r  of sm a l ]  u t i l i t i e s ,  
i.e.', T a n m a  P o w e L  C o . ,  a n d  M u k l u k  T e l e p h o n e  Co. w h e r e  t h e  o w n e r s  a r e
t h e  s a l a r i e d  m a n a g e m e n t  of t h e  u t i l i t y .

In r e g a r d  to  S e c t i o n  1 ( a ) ( 6 ) ,  AS 4 2 . 0 5 . 5 1 1 ( c )  p r o v i d e s :

I n  a r a t e  p r o c e e d i n g  t h e  u t i l i t y  i n v o l v e d  h a s  th e  

b u r d e n  of  p r o v i n g  t h a t  a n y  w r i t t e n  or u n w r i t t e n  
c o n t r a c t  or a r r a n g e m e n t  it m a y  h a v e  w i t h  a n y  of 

i t s  a f f i l i a t e d  i n t e r e s t s  for t h e  f u r n i s h i n g  of 

a n y  s e r v i c e s  or f o r  t h e  p u r c h a s e ,  s a l e ,  l e a s e  or 

e x c h a n g e  of a n y  p r o p e r t y  is n e c e s s a r y  a n d  c o n s i s ­
t e n t  w i t h  t h e  p u b l i c  i n t e r e s t  a n d  t h a t  t h e  p a y ­
m e n t  m a d e  t h e r e f o r ,  or c o n s i d e r a t i o n  g i v e n ,  is 
r e a s o n a b l y  b a s e d ,  i n  p e r t ,  u p o n  t h e  s u b m i s s i o n  of 

s a t i s f a c t o r y  p r o o f  as t o  th e  c o s t  o f  t h e  a f f i l i a t e d  

i n t e r e s t  of f u r n i s h i n g  t h e  s e r v i c e  or p r o p e r t y  

a n d ,  in p a r t ,  u p o n  th e e s t i m a t e d  c o s t  t h e  u t i l i t y  
w o u l d  h a v e  i n c u r r e d  if it f u r n i s h e d  t h e  s e r v i c e  
o r  p r o p e r t y  w i t h  it s  o w n  D e r s o n n e l  a n d  c a p i t a l .

(S 6 ch 1 1 3  S L A  1 9 7 0 )

T h e r e f o r e ,  .the C o m m i s s i o n  b e l i e v e s  t h i s  s e c t i o n  of t h e  p r o o o s e d  l e g i s ­
l a t i o n  is r e d u n d a n t  a n d  u n n e c e s s a r y .

OJ-OO) A ( ( 5 r » .  1 0 / 7 9 )
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In r e g a r d  

p u r p o s e  th 
w o u l d  c r e a  

the A n c h o r  
w h i c h  r e c e  
p r o c e s s i n g  
C o l l e g e  U t  
T e l e p h o n e  
H o m e r ,  K o d

t o  S e c t i o n  1 ( a ) ( 7 ) ,  t h e  C o m m i s s i o n  d o e s  n o t  u n d e r s t a n d  w h a t  
is p r o p o s e d  s e c t i o n  w o u l d  s e r v e  a n d  f u r t h e r  b e l i e v e s  it 

te  p r o b l e m s  a n d  p o s s i b l y  h i g h e r  r a t e s  fo r u t i l i t i e s  s u c h  as 

a g e  M u n i c i p a l  e l e c t r i c ,  t e l e p h o n e ,  w a t e r  a n d  s e w e r  u t i l i t i e s  

i v e s  s e r v i c e s  f r o m  t h e  M u n i c i p a l i t y  of A n c h o r a g e  i . e . ,  d a t a  
, l e g a l  s e r v i c e s ,  e t c . ;  p r i v a t e l y  o w n e d  u t i l i t i e s  s u c h  as  
i l i t i e s  ( s e w e r  an d  w a t e r )  in F a i r b a n k s .  J u n e a u  D o u g l a s  
C o m p a n y  a n d  G l a c i e r  S t a t e  T e l e p h o n e  C o m p a n y  s e r v i n g  K e n a i ,  
i a k  a n d  N o r t h  P o l e  c o u l d  a l s o  b e  a d v e r s e l y  a f f e c t e d .

In s u m m a r y ,  t h e  
w o u l d  be b e t t e r

S e n a t e  B i l l  140.

C o m m i s s i o n  d o e s  n o t  b e l i e v e  t h a t  t h e  p u b l i c  i n t e r e s t  
s e r v e d  by t h e  e n a c t m e n t  o f  t h i s  l e g i s l a t i o n .

It w o u l d  a p p e a r  if t h e  r o l e  of t h e  A P U C  is l i m i t e d  to an  
r e v i e w  o f  t h e  r e g u l a t i o n s  to be  p r o m u l g a t e d ,  t h e r e  is n o  
on t h e  A P U C .

o v e r s i g h t  
f i s c a l  i m p a c t

C o m m e n t s :  T h e  C o m m i s s i o n  is s
r e s u l t  in l o w e r  u t i t l i t y  rates; 
C o m m i s s i o n  o b s e r v e s  t h a t  t h i s  

of e l e c t r i c  u t i l i t y  c o o p e r a t i v  
T h e r e  a r e  o t h e r  k i n d s  o f  u t i l i  
ne ed  f or t h e  a v a i l a b i l i t y  of 1 

p h o n e ,  s e w e r ,  a n d  w a t e r  u t i l i t  

th at  c o n s i d e r a t i o n  b e  g i v e n  t o  

e l i g i b l e  t o  b o r r o w  l o n g  or s h o

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

fo r A l a s k a n  u t i l i t y  c o n s u m e r s .  T h e  
l e g i s l a t i o n  w o u l d  o n l y  b e n e f i t  c o n s u m e r s  
es a n d  r e g i o n a l  e l e c t r i c a l  a u t h o r i t i e s ,  

t i e s  t h a t  h a v e  as m u c h ,  if n o t  m o r e ,  

o w  i n t e r e s t  l o a n s ,  s p e c i f i c a l l y  t e l e -  
ies. T h e  C o m m i s s i o n  w o u l d  r e c o m m e n d  

b r o a d e n i n g  t h e  k i n d s  of  u t i l i t i e s  
rt t e r m  m o n i e s  f r o m  t h e  S t a t e .

c s g / d k d
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M E M O R A N D U M  J a n u a r y  23, 1 9 8 4

S U B J E C T :  S e c t i o n a l  A n a l y s i s  o f  SS H B  220

TO: H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  /A/, L i n n  H. A s p e r
L_\r' L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  f o r  a s e c t i o n a l  a n a l y s i s  o f  S S H B  220, r e l a t ­
i n g  to p u b l i c  u t i l i t i e s /  i n c l u d i n g  a c o m p a r i s o n  o f  t h e  o r i g i ­
n a l  b i l l  w i t h  t h e  s p o n s o r  s u b s t i t u t e .

In t h e  s p o n s o r  s u b s t i t u t e :

* S e c t i o n  1 a d d s  to t h e  l i s t  o f  p u b l i c  u t i l i t y  c o s t s  t h a t  
m a y  n o t  b e  i n c l u d e d  a s  e l e m e n t s  o f  u t i l i t y  r a t e - s e t t i n g .
T h e  c u r r e n t  l i s t  o f  e x c l u d e d  c o s t s  is i n c r e a s e d  to t a k e  in 
a l l  p u b l i c  r e l a t i o n s ,  l o b b y i n g ,  a d v e r t i s i n g ,  c e r t a i n  f e e s  

p a i d ,  a n d  c e r t a i n  p r o d u c t s  a n d  s e r v i c e s  p u r c h a s e d  f r o m  the  
o w n e r  or  a f f i l i a t e  o f  a p u b l i c  u t i l i t y .

* S e c t i o n  2 a d d s  tw o n e w  s u b s e c t i o n s  to A S  4 2 . 0 5 . 3 8 1 ,  r e ­
g a r d i n g  u t i l i t y  r a t e - s e t t i n g .  T h e  n e w  s u b s e c t i o n  (e) e x ­
c l u d e s  c e r t a i n  c o s t  i t e m s  r e l a t e d  to r e t u r n  o n  c a p i t a l  f r o m  
c o n s i d e r a t i o n  i n  r a t e - s e t t i n g  f o r  p u b l i c  u t i l i t i e s  t h a t  a r e  

o p e r a t e d  f o r  p r o f i t .  T h e  n e w  s u b s e c t i o n  (f) c o n s i d e r s  r e v e ­
n u e s  a n d  p r o f i t s  f r o m  b u s i n e s s e s  o p e r a t e d  in  t h e  s t a t e  t h a t  
a r e  o w n e d  b y  a u t i l i t y  o r  its a f f i l i a t e s ,  in e s t a b l i s h i n g  
r a t e s  f o r  s e r v i c e s  p r o v i d e d  b y  the u t i l i t i e s .

* S e c t i o n  3 l i m i t s  t h e  o n - s i t e  i n s p e c t i o n  j u r i s d i c t i o n  of 
th e APIJC to a r e a s  w i t h i n  the s t at e.

* S e c t i o n  4 a m e n d s  t h e  d e f i n i t i o n  o f  " p u b l i c  u t i l i t y "  o r
^ u t i L i t y ' 1 to e x c l u d e  c a b l e  t e l e v i s i o n  o p e r a t o r s  a n d  w a s t e  
m a t e r i a l  c o l l e c t i o n  a n d  d i s p o s a l  b u s i n e s s e s  f r o m  the j u r i s ­
d i c t i o n  o f  the  A P U C ,  a n d  to i n c l u d e  a l l  r e f i n e r s  a n d  d i s ­
t r i b u t o r s  o f  p e t r o l e u m  in the s t ate .

* S e c t i o n  5 r e p e a l s  a r e f e r e n c e  to w a s t e  c o l l e c t i o n  a n d  d i s -  
p o s a l ~ b u s i n e s s e s , b e c a u s e  s u c h  b u s i n e s s e s  a r e  r e m o v e d  f r o m  
A P C U  j u r i s d i c t i o n  b y  * S e c .  4.
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* Secti on 6 sets a J u l y  1, 1984 effective cate.

A c o m p a r i s o n  to SSHB 22C' to HB 220 is as follow:

In section 1 of SSHB 220 several changes have been mad e to 
the p r o p o s e d  a m e n d m e n t  to AS 42.05.381(a). The subsection 
is the same in b o t h  v e r sio ns through para graph (4). P a r a­
graph (5) of the sponsor substitute is less restric tive on 
fees incurred  b y  u t i l ities than is the original bill, and 
provide s a m o r e  c o mplex formula for determining those fees 
that are e nd are not allow able for purposes of rate setting 
by the APUC, P a r a g r a p h  (6) of the substitute makes a t e c h­
nical change to the origi nal bill. P a r a grap h (7) of the 
substitu te is less r estri ctive for purposes of rate-setting, 
on a l l o wabl e costs of services incurred by a utility.

Sections 2-6 of the sponsor substitute contain n e w  material 
not found in the original bill.

LHA:ojb 
J2/058



Representative John Lindauer 
District 10-A 
3933 Geneva Piece 
Anchorage, AK 9)508

A la sk a  is>tate le g is la tu r e
While in Juntau

Pouch V
Juneau, AK 99811 
465-3709

^ou s» e  o f & epre£entatibes

M a r c h  15, 1983

M E M O R A N D U M

TO: H o u s e  L a b o r  an d C o m m e r c e  C o m m i t t e e

FROM: R e p r e s e n t a t i v e  J o h n  L i n d a u e r  /.
(7̂

RE: H o u s e  B i l l  #220: "An Ac t  r e s t r i c t i n g  c o s t  items that m a y  be

a l l o w e d  in p ub l i c  u t i l i t y  rates."

H o u s e  bill #220 i n s u r e s  that the rates char g e d  by a pu b l i c  u t i li t y  

will not be e x c e s s i v e  in o r d e r  to c o v e r  u n n e s s e s a r y  c osts o r  to 

p r o v i d e  f unds to be s i p h o n e d  o f f  by o u t - o f - s t a t e  o w n e r s  in e x c e s s  

of the legal rat e o f  return. S p e c i f i c a l l y ,  c o n s u m e r s  o f  public 

util i t y  s e r v i c e s  w o u l d  not be r e q u i r e d  to pay for the u t ilities' 

p o litical c o n t r i b u t i o n s ,  l o b b y i n g  efforts, a d v e r t i s i n g  c a mpaigns, 

public r elations, c o n s u l t i n g  o r  m a n a g e m e n t  fees pai d  to the o w n e r  

o f  the utility, o r  for e x c e s s i v e l y  pr i c e d  p r od u c t s  and s e r vices.

T h i s  bill wil l  r e d u c e  the u t i l i t y  rates o f  alm o s t  e very person, 

business, and g o v e r n m e n t  in Alaska.

L_
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A laska  Telephone A ssocia tion
201E. 66th Avenue / Suite 320 

Anchorage, Alaska 99602 
(907) 6634000

G o r d o n  Parker
Executive D ire c to rJ. Clifton Eller

President

January 25, 1984

Hon. John Cowdery, Chairman 
House Committee on Labor § Commerce 
Pouch V
Juneau, Alaska 99811 

ATTN: Ken Johnson 

Dear Mr. Cowdery:

At the request of your staff and some members of your committee, 1 am writing in 
regards to HB220, "An Act Relating to Public Utilities.’' ATA opposes this legislation 
for the reasons outlined in the item by item analysis which follows.

(AS 42.05.381) Section 1. (a) (3) f) (4): Current statutes place severe restrictions
on advertising and public relations by regulated utilities. The language here 
is redundant.

(5); If the intent here is to reduce costs and the ultimate effect on the ratepayer, 
the actual result could be the opposite. At least four companies providing service 
in Alaska rely heavily on support, management and administrative services through 
parent companies located Outside. The net offoct is that costs are lower duo to 
avoidance of service duplication and lower costs Outside.

Additionally, a number of companies utilize consultants Outside. While we have 
some very qualified consultants in state, the language here would appear to 
preclude the companies from calling on the talents of some of the nation's leading 
talents.

(6) 5 (7): The apparent purpose of this language is already accomplished in
AS'l2.05.5X1 (c). The statute requiros that a company purcha sing products or services 
from an affiliate or subsidiary demonstrate to the APUC that tho product or service 
can't be obtained elsewhere at a lower cost and that the purchase is based on 
the cost of the item to the affiliate or subsidiary. Current, statutes do allow 
inclusion of a rate of return for tho selling entity3 a necessity if that entity 
is to remain in business.

Section 2. (o): The language here appears to exclude debt from the rate of return 
calculation. Rate of return has always been calculated on tho total investment.
A company must be allowed to recover intcrost costs through rate of return in order 
to finance construction.

(1); This language apparently refers to a double leverage situation in which 
a stockholder borrows money from the utility to buy inoro stock. No regulatory 
body would allow such an arrangement to be included in ratemaking.
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‘ (2); This language would appear t.o penalize a r.nmpany far p.stahlIshlng aff111ar.es.
The federal government is now urging companies to form affiliates to provide 
new technology (i.e., cable television) and requiring affiliates for some traditional 
services (i.e., provision of terminal equipment). If this section is enacted, 
it simply means that an entity which may be the best provider of a service can't 
provide tve service.

(3): This appears to duplicate (2) though specifying unregulated affiliates or
subsidiaries. Again, for some services (i.e., terminal equipment) companies 
are now required by the FCC to establish unregulated subsidiaries, or at the 
least maintain separate accounts to guarantee no cross subsidy. An investment 
by a regulated company in a non-regulated subsidiary can not now be included
in ratemaking. This is specified by the FCC and in AS42.05.481.

(4): There are clear constitutional questions involved in this requirement
favoring Alaska banks, A company has the duty to its stockholders to place its 
funds in the financial institution offering the best return ar.J treatment.

(5): It is normal business practice for a parent company to pledge its full 
faith and credit to guarantee loans to a subsidiary. In the case of a regulated 
company which must pay a loan on which a subsidiary has defaulted, such loss 
would not be allowed for ratemaking purposes. AS42.05.441 states that, in the 
case of a parent company operating more than one utility or unregulated subsidiary, 
a separation of property must be made among the different entities for ratemaking 
purposes.

(f): Both federal and state law (AS42.05.481) is clear that cross subsidy
(i.e., subsidizing a non-regulatcd subsidiary through regulated rates) is not 
allowed. This language appears to require a reverse subsidy flowing from an 
unregulated subsidiary to a regulated parent. We believe there is a constitutional 
question to this requirement.

The second part of paragraph (f) does not take into account that a subsidiary 
may be losing money. Wo suggest that if it is fair to consider the revenues 
and profits of an unregulated subsidiary for ratemaking purposes, then it should 
also be fair to consider tho costs and losses of the unrogu.'.uted subsidiary.

I hope this information is helpful to the Committee. I am available to the Committee 
for questions.

Sincerely,

..-•I
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Bti.L SHEFFIELD, GOVERNOR

ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COM M ERCE AND ECONOM IC DEVELOPMENT

4.70 " L "  STREET 
SU ITE  1 0 0
A N C H O RA G E , ALASKA  99501 
(9 0 " )  276 -6222

J a n u a r y  2 4 ,  1 9 8 4

R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  

L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  

O'uneau, A l a s k a  9 9 8 1  1

A t t e n t i o n :  K e n  J o h n s o n

D e a r  R e p r e s e n t a t i v e  C o w d e r y :

F o r  t h e  r e a s o n s  s t a t e d  in t h e  C o m m i s s i o n ' s  m e m o r a n d u m  of 

M a r c h  15, 1 9 8 3 ,  r e g a r d i n g  HB 2 2 0  a n d  t h e  a t t a c h e d  a n a l y s i s  

o f  S S H B  2 2 0  by M a r k  F i g u r a ,  t h e  A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n  o p p o s e s  t h e  e n a c t m e n t  o f  S S H B  2 2 0  b e c a u s e  it is 
r e d u n d a n t ,  c o n f i s c a t o r y ,  a m b i g u o u s ,  i n c o n s i s t e n t ,  w i l l  

r e q u i r e  a:< e x p e n d i t u r e  o f  d o l l a r s  t h a t  1s u n n e c e s s a r y  arid 
l e g i s l a t i o n  t h a t  is l i k e l y  to c r e a t e  a m u l t i t u d e  o f  1 i t T -  
g a t l o n  o p p o r t u n i t i e s .  T h e  C o m m i s s i o n  c o n c l u d e s  t h a t  b a s e d  

u p o n  i ts i n i t i a l  a n d  s u b s e q u e n t  a n a l y s i s ,  t h e  p r o p o s e d  
m o d i f i c a t i o n s  to A S  4 2 . 0 5 . 3 8 1  c o n t e m p l a t e d  in S S H B  2 2 0  a r e  

n o t  in t h e  p u b l i c  i n t e r e s t .

Si n c e r e l y ,

C a r o l y n  S. G u e s s  

C h a i  r m a n

H e a r i n g ;  J a n u a r y  26, 1 9 8 4  
8 : 1 5  a.m.

E n e l o s u r e

1
/
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C a r o l y n  S. G u e s s ,  C h a i r m a n  J a n u a r y  20, 1 9 8 4
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

2 7 6 - 3 5 5 0

N o r m a n  C. G o r s u c h  S S H B  2 2 0
A t t o r n e y  G e n e r a l

By;
M a r k  L. F i g u r a
A s s i s t a n t  A t t o r n e y  G e n e r a l

C o m m e r c i a l  S e c t i o n - A n c h o r a g e

Y o u  a s k e d  m e  to  c o m m e n t  u p o n  s e c t i o n s  2 - 5 o f  t h e  
s p o n s o r  s u b s t i t u t e  f o r  H o u s e  B i l l  No . 2 2 0  i n t r o d u c e d  J a n u a r y  10, 
1 9 8 4 ,  a n d  r e f e r r e d  to  t h e  L a b o r  & C o m m e r c e  a n d  F i n a n c r  
c o m m i t t e e s .  S e c t i o n  1 o f  t h e  b i l l  is s i m i l a r  to l a s t  y e a r s  
v e r s i o n ,  u p o n  w h i c h  t h e  C o m m i s s i o n  h a s  a l r e a d y  c o m m e n t e d .

S e c t i o n  2 o f  t h e  b i l l  is a m b i g u o u s ,  a n d  it is d i f f i c u l t  
to d e t e r m i n e  th e d r a f t e r ' s  i n t e n t .  T h i s  w i l l  o f  c o u r s e  p o s e  
s e r i o u s  I n t e r p r e t a t i o n  p r o b l e m s  s h o u l d  t h e  b i l l  b e  p a s s e d  a n d  
w i l l  n o  d o u b t  l e a d  t o  e x t e n s i v e  l i t i g a t i o n  c o n c e r n i n g  t h e  m e a n i n g  
o f  t h e  l e g i s l a t i o n .  M y  g u e s s  is t h a t  t h e  d r a f t e r  i n t e n d e d  t h e  
f o l l o w i n g  m e a n i n g  f o r  h i s  p r o p o s e d  A S  4 2 . 0 5 . 3 8 1 ( e ) .  T h e  
C o m m i s s i o n  is to d e t e r m i n e  t h e  e q u i t y  o f  t h e  u t i l i t y  i n  t h e  u s u a l  
w a y ,  b u t  r e d u c e  t h e  e q u i t y  f i g u r e  if t h e  s u m  o f  t h e  u t i l i t y ' s  
p a i d - i n  c a p i t a l  a n d  r e t a i n e d  e a r n i n g s  l e s s  t h e  v a l u e s  o f  t h e  f i v e  
n u m b e r e d  p a r a g r a p h s  o f  p r o p o s e d  s e c t i o n  3 8 1 ( e ) ,  is l e s s  t h a n  t he  
u t i l i t y  e q u i t y .

P a r a g r a p h  1 i n c l u d e s  t h e  p u r c h a s e  p r i c e  o f  a u t i l i t y  
w h i c h  h a s  c h a n g e d  o w n e r s h i p  i n  t h e  p a s t .  ( H o w e v e r ,  p a r a g r a p h  1 
c o u l d  w e l l  m e a n  o n l y  t h e  c a s h  u s e d  f o r  s u c h  a p u r p o s e ,  o r  w h a t  is 
c o m m o n l y  k n o w n  as a n  " a c q u i s i t i o n  a d j u s t m e n t , '  t h e  a m o u n t  o f  the 
p u r c h a s e  p r i c e  in e x c e s s  o f  t h e  s e l l e r ' s  n e t  b o o k . )  P a r a g r a p h  2 
i n c l u d e s  l o a n s  m a d e  b y  t h e  u t i l i t y  to a f f i l i a t e d  i n t e r e s t s .  
P a r a g r a p h  3 i n c l u d e s  e q u i t y  h e l d  i n  (or p e r h a p s  t h e  p u r c h a s e  
p r i c e  of) a n  u n r e g u l a t e d  c o m p a n y .  P a r a g r a p h  4 i n c l u d e s  d e p o s i t s  
in f i n a n c i a l  i n s t i t u t i o n s  l o c a t e d  o u t s i d e  t h e  s t a t e  o f  A l a s k a ,  
a n d  p a r a g r a p h  5 i n c l u d e s  a s s e t s  u s e d  to s e c u r e  l o a n s  to
a f f i l i a t e d  i n t e r e s t s .

T b *  o b v i o u s  l o g a l  preblor. w i t h  t h e  onfcive p r u p u o e d  
s e c t i o n  3i.i(e) is t h a t  ft w o u l d  -.esult in c o n f i s c a t o r y  r a t e s  
w h e n e v e r  it w o u l d  h a v e  a n y  e f f e c t .  R a t e s  a r e  g e n e r a l l y
e s t a b l i s h e d  b y  t h e  C o m m i s s i o n  a t  t h e  m i n i m a l  l e v e l  w h i c h  w i l l  

e n a b l e  t h e  u t i l i t y  to attract, j-’p i t a l  a n d  c o n t i n u e  to p r o v i d e  
a d e q u a t e  s e r v i c e .  T o  t h e  e-.tent t h a t  t h o s e  r a t e s  w o u l d  b e
d e c r e a s e d  b y  p r o p o s e d  s e c t i o n  3 8 1 ( e ) ,  t h e  d e c r e a s e  w o u l d  b e
c o n f i s c a t o r y .
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T h e r e  a r e  a l s o  a n u m b e r  o f l e s s e r  p r o b l e m s  w i t h  the  
p r o p o s e d  s e c t i o n .  P r o p o s e d  s e c t i o n  3 8 1 ( e ) ( 1 )  is a p p a r e n t l y  a i m e d  

at l i m i t i n g  t h e  a m o u n t s  t h a t  a u t i l i t y  m a y  e a r n  o n  p l a n t  
p u r c h a s e d  f r o m  a n o t h e r  u t i l i t y .  A S  4 2 . 0 5 . 4 4 1 ( b )  a l r e a d y  d e a l s  
w i t h  t h i s  p r o b l e m ,  i n  a m u c h  m o r e  s a t i s f a c t o r y  w a y .  P r o p o s e d  
s e c t i o n  3 8 1 ( e ) ( 3 )  p e n a l i z e s  a u t i l i t y  f o r  i n v e s t i n g  m o n e y  in an  
u n r e g u l a t e d  c o m p a n y .  T h e  r e s u l t  o f  e n a c t i n g  s u c h  a p r o v i s i o n  
w o u l d  b e  to e n c o u r a g e  c o m p a n i e s  to i n f l a t e  t he  p l a n t  ( a n d  
t h e r e f o r e  t h e  r a t e  b a s e )  o f  t h e  r e g u l a t e d  u t i l i t y .  .

Secticr. 2 o f  t h e  b i l l  w o u l d  a l s o  c r e a t e  a n e w  s e c t i o n  
3 8 1 ( f ) .  I i n t e r p r e t  p r o p o s e d  s e c t i o n  3 8 1 ( f )  as r e q u i r i n g  the 
C o m m i s s i o n  t o  d e c r e a s e  t h e  r e v e n u e  r e q u i r e m e n t  o f  c e r t a i n  

u t i l i t i e s  b y  15 £  o f  t h e i r  g r o s s  i n - s t a t e  n o n u t i l i t y  r e v e n u e s .  To 
t h e  e x t e n t  t h a t  a n y  u t i l i t y  a l l o w e d  p r o p o s e d  s e c t i o n  3 8 1 ( f )  to 

a p p l y ,  t h e  a p p l i c a t i o n  o f  t h i s  s e c t i o n  w o u l d  p l a i n l y  be 
c o n f i s c a t o r y .  In a d d i t i o n ,  the p a s s a g e  o f  p r o p o s e d  s e c t i o n  
3 8 1 ( f )  w o u l d  p r o v i d e  a s t r o n g  d i s i n c e n t i v e  to  c e r t a i n  u t i l i t i e s  
a n d  t h e i r  a f f i l i a t e s  -to i n v e s t  w i t h i n  t h e  s t a t e  o f  A l a s k a ,  G i v e n  
th e o p t i o n  o f  s t a r t i n g  a b u s i n e s s  ( s u c h  as a t e l e p h o n e  e q u i p m e n t  
b u s i n e s s )  i n  A l a s k a  o r  s o m e  o t h e r  s t a t e ,  v e r y  f e w  c o m p a n i e s  w o u l d  
c h o o s e  A l a s k a  if  t h e y  b e  s u b j e c t  to a 15/J t a x  o n  g r o s s  r e v e n u e s  

o n  a n y  A l a s k a n  sa le s.

S e c t i o n  3 o f  t h e  b i l l  w o u l d  a d d  a n e w  s e c t i o n  A S  
4 2 . 0 5 . 6 5 5  p r o v i d i n g  t h a t  t h e  o n - s i t e  i n s p e c t i o n  j u r i s d i c t i o n  of  
th e C o m m i s s i o n  is l i m i t e d  to A l a s k a .  T h e  e n a c t m e n t  of  p r o p o s e d  
s e c t i o n  6 5 5  w o u l d  b e  i n c o n s i s t e n t  w i t h  A S  4 2 . 0 5 . 4 9 1 ,  w h i c h  

s p e c i f i c a l l y  s t a t e s  t h a t  u n d e r  c e r t a i n  c i r c u m s t a n c e s  u t i l i t i e s  
m a y  k e e p  r e c o r d s  o u t s i d e  t h e  s t a t e ,  i f  i h e y  a g r e e  to p a y  the 
a c t u a l  e x p e n s e s  i n c u r r e d  b y  C o m m i s s i o n  p e r s o n n e l  in m a k i n g  th e  
o u t - o f - s t a t e  e x a m i n a t i o n .  P r o p o s e d  s e c t i o n  6 5 5  w o u l d  a l s o  a l l o w  
u t i l i t i e s  to a v o i d  C o m m i s s i o n  o v e r s i g h t  o f  a f f i l i a t e d  i n t e r e s t  
t r a n s a c t i o n s ,  m e r e l y  b y  c a r r y i n g  o n  t h o s e  t r a n s a c t i o n s  o u t s i d e  
the b o u n d a r i e s  o f  A l a s k a .

S e c t i o n  4 o f  t h e  b i l l  p r o p o s e s  t h r e e  c h a n g e s  in the 
defir j. tio ns  a p p l i c a b l e  i n  A S  4 2 , 0 5 .  T h e  b i l l  w o u l d  d e l e t e  b o t h  
c a b ’ <: t e l e v i s i o n  s e r v i c e  a n d  w a s t e  d i s p o s a l  s e r v i c e  f r o m  the 
s e r v i c e s  s u b j e c t  to p u b l i c  u t i l i t y  r e g u l a t i o n .  In a d d i t i o n ,  the 
b i l l  p r o p o s e s  to d e l e t e  t h e  l a n g u a g e  a d d e d  b y  ch. 36 S L A  19 71  to 
A S  4 2 . 0 5 . 7 2 0 ( 4 ) ( e ) . T h e  1971 l e g i s l a t i o n  l i m i t e d  the 
j u r i s d i c t i o n  o f  the C o m m i s s i o n  o v e r  s m a l l  p e t r o l e u m  f u e l  d e a l e r s .  
T h e  p u r p o s e  o f  the 1 9 7 1  l e g i s l a t i o n  w a s  s e t  o u t  in t h e  a c t  as 
f o l l o w s :

It is t he  f i n d i n g  o f  the ’. e g i s l a t u r e  t h a t  it is 
n e c e s s a r y  t o  a v o i d  u n n e c e s s a r y  r e g u l a t o r y  
p r o c e d u r e s  o v e r  p e t r o l e u m  d e a l e r s  d e l i v e r i n g  to
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t r a i l e r  c o u r t s  a n d  a p a r t m e n t  b u i l d i n g s  h a v i n g  
l o c a l  p i p e  d i s t r i b u t i o n  s y s t e m s  f o r  h e a t i n g  fuel,  

a n d  w h o s e  owmiers o r  r e s i d e n t s  h a v e  a c h o i c e  of  
s u p p l i e r s .

A p p a r e n t l y  t h e  i n t e n t  o f  t h e  b i l l  is to r e e s t a b l i s h  C o m m i s s i o n  
j u r i s d i c t i o n  o v e r  s m a l l  p e t r o l e u m  d e a l e r s  s e r v i n g  t r a i l e r  c o u r t s  

a n d  a p a r t m e n t  b u i l d i n g B .  A b s e n t  c o m p l a i n t s  f r o m  t h e s e  c o n s u m e r s ,  
t h e  l e g i s l a t i o n  a p p e a r s  u n n e c e s s a r y .

S e c t i o n  5 o f  t h e  b i l l  w o u l d  r e p e a l  A S  4 2 . 0 5 .711 (i) , 
c o n s i s t e n t  w i t h  t h e  e l i m i n a t i o n  o f  w a 6 t e  d i s p o s a l  f r o m  the 
d e f i n i t i o n  o f  p u b l i c  u t i l i t i e s .  S i n c e  t h e  b i l l  a l s o  e l i m i n a t e s  
c a b l e  t e l e v i s i o n  s e r v i c e ,  A S  4 2 . 0 5 . 7 1 1 ( k )  s h o u l d  a l s o  b e  
r e p e a l e d .

M L F t c a i
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standards for a utility. (Eff. 10/15/82 . Reg. 84.1 
Authority: AS 4 2 .0 5 .1 4 1(a)(3) 

AS 42 .05 .1 51 (a )
AS 42 .05 .71 1(d)

3 AAC 50 .200 . IND IV IDUAL ELECTRIC  
METERS , (a) Except as provided i, fb) o f  this 
section, an electric utility shall install an indivi­
dual meter to measure the energy consumption 
attributable to each residential and commercial 
unit in a multiple-occupancy building and each 
mobile home unit in a mobile home park if con­
struction o f the building or mobile home park 
was begun after December 3 1 .1 9 8 2 .

(b) Individual meters are not required

(1 ) for transient multiple-occupancy build-, 
ings and transient mobile home parks, including, 
but not limited to. hotels, motels, dormitories, 
rooming houses, hospitals, nursing homes, and 
mobile home parks for travel trailers;

(2 ) for commercial unit space which is sub­
ject to alteration with changes in tenants as evi­
denced by temporary construction or non- 
load-bearing walls or floors separating the 
commercial unit spaces;

(3 ) where alternative renewable energy re­
sources arc used in connection with central 
heating, ventilating, and air conditioning sys­
tems; and

(4 ) in common building areas such as hall­
ways, elevators, reception areas, water pump­
ing facilities, and electric hookups for motor 
vehicles.
(c) For the purpose o f  this section, construc­

tion begins when the footings are poured. (Eff.
10/15/82 . Reg. 84)

Authority: AS 4 2 .0 5 .1 4 1(a)(3) 
AS 42 .05 .151 (a )
AS 42 .0 5 .2 91 (c )

3 AAC 50.300 . INFORMATION TO ELEC ­
TRIC CONSUMERS, (a) An electric utility 
shall provide to each new electric consumer, 
coincident with the application for service, a 
clear and concise explanation o f  °.ny rate 
schedule in its currently effective t j riff which 
applies to that consumer.

(b ) Not later than 30 days after the filing o f a 
tariff advice letter in which a change in a rate 
schedule is requested, an electric utility shall 
transmit to its affected consumers a clear and 
concise explanation o f the proposed change. 
This provision does not apply to rate adjust­
ments resulting from an automatic fuel-cost 
rate adjustment clause.

(c ) At least once each year, an electric utility 
shall transmit to each o f  its electric consumers 
an informative summary o f any rate schedule in 
its currently effective tariff which applies to 
those consumers.

(d ) On request o f  an electric consumer, an 
electric utility shall transmit a clear and concise 
statement o f  the consumer’s actual energy con­
sumption and. if billed separately, power con­
sumption for any billing period during the 
previous 12 months unless the information is 
not reasonably ascertainable bv the utility. (Eff. 
10/15/82 , Reg. 84 )

Authority: AS 42 .05 .141 (a )(3 ) 
AS 42 .05 .151 (a )
AS 42 .05 .411 (a )

3 AAC 50 .400 . Reserved

3 AAC 50 .500 . ADVERTIS ING , (a) In addi­
tion to the restrictions imposed under AS 
42 .05 .3 81 (a ) , neither an electric utility nor a 
gas utility may recover through rates any direct 
or indirect, expenditure by the utility for promo­
tional, political, or goodwill advertising.

(b ) The commission will determine on a case- 
by-case basis whether the forms o f  advertising 
listed in (c ) (3 )  o f  llm section, as well as ad­
vertising not readily categorized as promotional, 
political, or goodwill, and any other form of 
advertising not covered by this section will be 
included in utility open ting expenses for rate- 
making purposes.

(c ) In this section

(11 “ advertising’ ’ means the commercial use 
by a utility of any media, including newspaper, 
printed matter, radio, and television, in order 
to t-ansmit a message to a substantial number of 
members o f the public or to the utility's 
customers:
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(2 ) “ goodwill advertising”  means advertising 
directed toward improving or enhancing the 
public image of a utility or its employees:

(3 ) "goodwill advertising.”  “ political adver­
tising." and •‘promotional adsertising" do not 
include

(A )  advertising which informs an electric 
or gas consumer about methods which con­
serve electric energy or gas or which reduce 
peak demand for electric energy or gas;

(B )  advertising required by law or regula­
tion. including advertising required under Part 
L Title II o f  the National Energy Conserva­
tion Policy Act (42 USC § 8201 et seq.):

(C ) advertising regarding sendee interrup­
tions. safety measures, or emergency condi­
tions:

(D )  advertising concerning employment 
opportunities with a utility;

(E )  advertising which promotes the use of 
energy-efficient appliances, equipment, or ser­
vices:

(F )  an explanation or justification o f  exist- 
ting or proposed rate schedules or a notice o f 
hearings concerning these rate schedules; and

(G )  communications with members o f a 
utility cooperative about the activities or in­
ternal affairs of the cooperative or which 
encourage or promote the participation o f the 
members in the process o f governing the 
cooperative;

(4 ) “ political advertising”  means advertising 
for the purpose of influencing public opinion 
with respect to legislative, administrative, or 
electoral matters, or with respect to a contro­
versial issue of public importance; and

(5 ) “ promotional advertising”  means adver­
tising for the purpose o f  encouraging a person to 
select or use the service or additional sendee 
of a utility, or the selection or installation of 
an appliance or equipment designed to use the 
utility’s sendee, except as provided in (3 ) (E )  
•of this subsection. (Eff. 10/15/82 . Reg. 84 )

Authority. AS 4 2 .0 5 .1 4 1(a)(3) 
AS 42 .05 .151 (a )
AS 42 .05 .381

3 AAC 50 .600 . DEFINITIONS. Unless tiie 
context indicates otherwise, in 3 AAC 50 .100  -  
3 AAC 50 .600

(1 ) “ building" means a single erected struc­
ture. roofed and enclosed within exterior walls, 
built for permanent use. framed o f component 
structural parts and unified in its entirety both 
physically and in operation for residential or 
commercial occupancy;

(2) “ commercial unit” means that portion 
o f  a building or premises which is normally used 
for commercial purposes;

(3 ) “ electric consumer”  means a person or 
a public or private entity to which electric 
energy is sold, other than for purposes o f resale, 
by a regulated public utility:

(4i “ gas consumer” means a person or a 
public or private entity to which natural gas is 
sold, other than for purposes of resale by a 
public utility:

(5 ) “ mobile home park" means a parcel of 
land which is used for the accommodation of 
occupied mobile homes;

(6 ) “ multiple-occupancy building" means a 
building which is designed to house more than 
one residential or commercial unit;

(7) “ rate” means

(A ) a price, rate, charge, or classification 
made, demanded, observed, or received with 
respect to the sale o f utility services to a 
utility consumer:

(B ) a rule, regu'ation. condition, or prac­
tice respecting a rate, charge, or classification; 
and

(C) a contract pertaining to the sale of 
utility services to a utility consumer;

(8) “ rate schedule”  means the designation of 
the rates which an electric utility charges for 
electric energy; and

( 9 1 “ residential unit" means one or more 
rooms for use by one or more persons as a 
housekeeping unit which provides living.
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N O T IC E  O F  P R O P O * E D  
C H A N G E S  IN  T H E  

R E G 'L 'V .A T IO N tO F  T H E  ,. 
D E P A R T M E N T  O F  L A B O R  |

N o l l e *  I* tve reov  g iv e n  th o t  th e  <| 
A ig s k o  On> 0 ' l m r n i  pt CObo r .  
u n o f r  tn e  a u t h o r i t y  v n t r d  o r  • 
AS 33 10.CIS. o r o o o s e s  to r e p e a l  ; 
o o a  a a o o t  r e a u ' o i i o n s  in T i t le  I  • 
c l  the  A i o s s o  A o m i n i t i r o l i v e  I 
C o a e  l o  sm o iem en t  AS 23 .10 .050  I 
—  A S  73.10 .tSO. o s  f o l l o w s :

( 1 )  I  A AC IS is o m e n a e a  b v  r e o e o n n q  sec t ion s  010 t h r o u o n  
070 in th e i r  e n t i r e t y  a n a  o o o o -  
t in g  o n n  r e o i o c m g  w i th  n t« r  
s e c t io n s  a s  f o i i ow s :

A R T IC L E  t.
A r t i c l e  I s im u la t e s  m i n im u m  
w n a e s .  m o n m u m  n o u n  an d  
c o m p u la t i o n  ot o v e r t im e  o o -  
p i i c o o i e  to e m p lo y m e n t  in  A la s ­
k a .

A R T IC L E  7.
A r t i c l e  3 o r o n a e s  c e r t a in  e« - 
e m o t i o n s  I r o m  tne o o v m e n l  o t  
m i n im u m  w o o e s  o r  o v e r t im e .

A R T IC L E  3.
A r t i c l e  3 s im u la t e s  tho se  d e au c -  

I t l c n s  t r o m  o n  e m o io v e e  s w o o e s  
th a t  o r e  a e rm is s oD ie  o n a  m o s e  
d e d u c t i o n s  tn a t  o r e  p ro h ib i t e d .

A R T IC L E  4 
A r t i c l e  * e s i o b i i s n e s  m e  p r o c e d ­
u r e s  te r  o s s m n m e n l  ot c i o im s  
o n d r o r  tne c onduc t  ot in v e s n g o -  
l i v e  n e a rm o s  o n a  c o n ie re n c e s .

A R T IC L E  5.
A r t i c l e  S d e : .n e s  m i s c e i lo n e o u s  
t e rm s  o s  u sed  in th is  c n o o i e r  
o n d  AS 33.10 .
N o t ic e  is o i s o  g iv en  tno t  o n r  I n ­
t e r e s t e d  o a r t v  m a v  p re s e n t  o r a l  
o r  w r i t t e n  s t a t e m e n t s  o r  a r g u ­
m e n t s  r e l e v o n t  lo  tne  a c t io n  
p r o p o i e o  o t  o  h e a r in g  to tve n e ld  
a t  t n e i p i V IM O N  O P  A V IA H O N  
B U I L D IN G  C O N F E R E N C E  R O O M j  4111 A V IA T IO N  
A V E N U E ,  (nemt l o  L o s e  t-iood l 
A n c h o r o o e .  A io s k o  T»S03 o t  1 :30  
p m .  o ' c l o c k  on  S e p te m b e r  IS .

.  »?;■.

C op ie s  o f  the r e g u la t i o n s  m o v  
be o b i o m e a  b v  w r i t in g  to :  W o o e  
o n d  H o u r  L ' v i s i o n .  A l a s k a  O t -  
p a r im r n i  o i  L o r io r .  P  O . B o a

• 4-10, J u n e a u .  a  l a s s o  t V l l l .
• Tne D e p o r tm e n t  o f  L o b o r  u p o n  
1 I ts  ow n  m o t i o n  o r  o t  the  m s to n c e

o l  n n v  in t e r e s te d  c e r s o n .  m o v  
o i l e r  S e p te m b e r  30. 1*7* o a o o l  

. the a r o o o s o i s  s u h M n n t i o l i r  o s  
’ d e s c r ib e d  a b o v e  w ithou t  f u r t h e r  

n o t ic e  o r  m o v  dec id e  to t o n s  n o
• a c t i o n  on  t h e m .

D a l e :  8 /3 1 /7 1
/ s /  V / l l l i o m  E . S p e a r

O c p u tv  C o m m is s i o n e r  
D e p a r tm e n t  o l  L o o o r

P u b :  Aug . 30 . 31 . S e a l .  1. I*7» I
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N O T I C E  O F  P R O P O S E D  C H A N G E S  I N  T H E  

R E G U L A T I O N S  O F  T H E  D E P A R T M E N T  O F  L A 3 0 R

N o t i c e  i s  h e r e b y  g i v e n  t h a t  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r ,  

u n d e r  t h e  a u t h o r i t y  v e s t e d  b y  A S  2 3 . 1 0 . 0 8 5 ,  p r o p o s e s  t o  r e p e a l  

a n d  a d o p t  r e g u l a t i o n s  i n  T i t l e  8 o f  t h e  A l a s k a  A d m i n i s t r a t i v e  

C o d e  t o  i m p l e m e n t  A S  2 3 . 1 0 . 0 5 0  - A S  2 3 . 1 0 . 1 5 0 ,  a s  f o l l o w s :

(1) 8 A A C  15 is a m e n d e d  b y  r e p e a l i n g  s e c t i o n s  q 10

t h r o u g h  0 7 0  i n  t h e i r  e n t i r e t y  a n d  a d o p t i n g  a n d  

r e p l a c i n g  w i t h  n e w  s e c t i o n s  a s  f o l l o w s :
«

A R T I C L E  1.

A r t i c l e  1 s t i p u l a t e s  m i n i m u m  w a g e s ,  m a x i m u m  h o u r s  a n d  

c o m p u t a t i o n  o f  o v e r t i m e  a p p l i c a b l e  t o  e m p l o y m e n t  in  A l a s k a .

A R T I C L E  2.

A r t i c l e  2 p r o v i d e s  c e r t a i n  e x e m p t i o n s  f r o m  t h e  p a y m e n t  o f  

m i n i m u m  w a g e s  o r  o v e r t i m e .

A R T I C L E  3.

A r t i c l e  3 s t i p u l a t e s  t h o s e  d e d u c t i o n s  f r o m  a n  e m p l o y e e ' s  

w a g e s  t h a t  a r e  p e r m i s s a b l e  a n d  t h o s e  d e d u c t i o n s  t h a t  a r e  
p r o h i b i t e d .

A R T I C L E  4.

A r t i c l e  4 e s t a b l i s h e s  t h e  p r o c e d u r e s  f o r  a s s i g n m e n t  o f  c l a i m s  

a n d / o r  t h e  c o n d u c t  o f  i n v e s t i g a t i v e  h e a r i n g s  a n d  c o n f e r e n c e s .

A R T I C L E  5. 1

A r t i c l e  5 d e f i n e s  m i s c e l l a n e o u s  t e r m s  a s  u s e d  in t h i s  

c h a p t e r  a n d  A S  2 3 . 1 0 .

N o t i c e  i s  alt,u g i v e n  t h a t  a n y  i n t e r e s t e d  p a r t y  m a y  p r e s e n t  

o r a l  o r  w r i t t e n  s t a t e m e n t s  o r  a r g u m e n t s  r e l e v a n t  t o  t h e  a c t i o n  

p r o p o s e d  a t  a h e a r i n g  t o  b e  h e l d  a t  t h e  D I V I S I O N  O F  A V I A T I O N  

B U I L D I N G  C O N F E R E N C E  R O O M ,  4 1 1 1  A V I A T I O N  A V E N U E ,  ( n e x t  t o  L a k e  
H o o d )  A n c h o r a g e . -  A l a s k a  9 9 5 0 2  a t  1 : 3 0  p . m .  o ' c l o c k  o n  
S e p t e m b e r  15, 1 9 7 8 .

** *

C o p i e s  o f  t h e  r e g u l a t i o n s  m a y  b e  o b t a i n e d  b y  w r i t i n g  to:

W a g e  a n d  H o u r  D i v i s i o n ,  A l a s k a  D e p a r t m e n t  o f  L a b o r ,

P. O. B o x  630,  J u n e a u ,  A l a s k a  9 9 8 1 1 .



r

(

T h e  D e p a r t m e n t  o f  L a b o r  u p o n  i t s  o w n  m o t i o n  o r  a t  t h e  

i n s t a n c e  o f  a n y  i n t e r e s t e d  p e r s o n ,  m a y  a f t e r  S e p t e m b e r  30, 1 9 7 8  

a d o p t  t h e  p r o p o s a l s  s u b s t a n t i a l l y  a s  d e s c r i b e d  a b o v e  w i t h o u t  

f u r t h e r  n o t i c e  o r  m a y  d e c i d e  t o  t a k e  n o  a c t i o n  o n  t h e m .

D a t  e ^ / 2 / / 7 < f

W i l l i a m  £. -Spear 

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  L a b o r

T o  b e  p u b l i s h e d  m i q u s t  30, 31 a n d  S e p t e m b e r  1, 1 9 7 8 .



TO : P e t r o l e u m  E q u i p m e n t  S u p p l i e r s  A s s o c i a t i o n

F R O M :  E l y ,  G u e s s  & R u d d

D A T E :  A p r i l  5, 1 9 8 3

RE:  C o n s t i t u t i o n a l i t y  o f  L e g i s l a t i o n  R e t r o a c t i v e l y

E x t i n g u i s n i n g  C l a i m s  f o r  O v e r t i m e  C o m p e n s a t i o n  
a n d  L i q u i d a t e d  D a m a g e s

B A C K G R O U N D

P r i o r  t o  D e c e m b e r  8 ,  1 9 7 8 ,  f l e x i b l e  w o r k  w e e k  (Fwwj 
p l a n s  f o r  p a y i n g  e m p l o y e e s  w e r e  r e c o g n i z e d  a s  p e r m i t t e d  u n d e r  

A l a s k a ' s  l a w .  O p i n i o n  o f  A t t o r n e y  G e n e r a l ,  F e b r u a r y  1 0 ,  1 9 7 8 .  
E s s e n t i a l l y  a n  F W W  p l a n  g u a r a n t e e s  t o  a n  e m p l o y e e  a m i n i m u m  

w e e k l y  w a g e ,  r e g a r d l e s s  o f  t h e  n u m b e r  o f  h o u r s  a c t u a l l y  w o r k e d ,  

e v e n  d u r i n g  p e r i o d s  w h e n  a n  e m p l o y e e  is  o n  " R & R " .  T h e  p l a n s  

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

i n d u s t r i e s  w h e r e  t h e r e  i s  a c o n s i d e r a b l e  a m o u n t  o f  s t a n d b y  t i m e  

a t  r e m o t e  l o c a t i o n s  a n d  t h e  n u m b e r  o f  h o u r s  o f  w o r k  a v a i l a b l e  

f r o m  w e e k  to  w e e k  v a r y  g r e a t l y .  F W W  p l a n s  h a v e  l o n g  b e e n  

r e c o g n i z e d  a s  a n  a c c e p t a b l e  m e t h o d  o f  p a y m e n t  i n  c o m p l i a n c e  

w i t h  t h e  F e d e r a l  W a g e  a n d  H o u r  A c t  a n d  a r e  w i d e l y  u s e d  in o t h e r  

s t a t e s .  29 C F R  7 7 8 . 1 1 4 .

O n  D e c e m b e r  8, 1 9 7 8 ,  t h e  D e p a r t m e n t  o f  L a b o r  a d o p t e d  

8 A A C  1 3 . 1 0 0 ( d ) ( 1 )  a n d  (3). T h i s  r e g u l a t i o n  p r o h i b i t e d  u s e  o f  

F W W  p l a n s  b y  A 1  is ka  e m p l o y e r s .  T h e  p r o p o s e d  r e g u l a t i o n  w a s  n o t



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

t h a n  b y  a l e g a l l y - r e q u i r e d  p u b l i c a t i o n  o f  a n o t i c e  i n a 

n e w s p a p e r  w h i c h  m a d e  n o  m e n t i o n  o f  t h e  r e g u l a t i o n ' s  p u r p o s e  o f  

p r o h i b i t i n g  F W W  p l a n s .  A s  a r e s u l t ,  t h e r e  w a s  n o  r e p o r t e d  

i n d u s t r y  p a r t i c i p a t i o n  a t  a p u b l i c  h e a r i n g .  N e i t h e r  w a s  t h e r e  

w i d e s p r e a d  d i s s e m i n a t i o n  o f  t h e  r e g u l a t i o n  b y  t h e  D e p a r t m e n t  o f  

L a b o r  p r i o r  t o  o r  i m m e d i a t e l y  a f t e r  i t s  e f f e c t i v e  d a t e .

In O c t o b e r  o f  1 9 7 9  t h e  f i r s t  o f  a n u m b e r  o f  e m p l o y e r s  

w a s  n a m e d  a s  a d e f e n d a n t  in a s u i t  f i l e d  b y  a f o r m e r  e m p l o y e e  

f o r  o v e r t i m e  c o m p e n s a t i o n  a n d  l i q u i d a t e d  d a m a g e s .  T h e  e m p l o y e r  

( D r e s s e r  I n d u s t r i e s )  d e f e n d e d  o n  c o n s t i t u t i o n a l  g r o u n d s ,  a n d  

t h e  m a t t e r  w a s  a p p e a l e d  t o  t h e  A l a s k a  S u p r e m e  C o u r t .  In 

S e p t e m b e r ,  1 9 8 1 ,  t h e  Alasika S u p r e m e  C o u r t  u p h e l d  t h e  p o w e r  o f  

t h e  D e p a r t m e n t  o f  L a b o r  t o  p r o m u l g a t e  t h e  r e g u l a t i o n .  • D r e s s e r  

I n d u s t r i e s  v. A l a s k a  D e p a r t m e n t  o f  L a b o r , 6 3 3  P . 2d 9 9 8  ( A l a s k a  

1 9 8 1 ) .  T h e  d e f e n d a n t  p e t i t i o n e d  t h e  U n i t e d  S t a t e s  S u p r e m e  

C o u r t  f o r  c e r t i o r a r i ,  bu-. l o u r t  r e f u s e d  t o  c o n s i d e r  t h e

c a s e .

In D e c e m b e r ,  1 9 8 1 ,  a c l a s s  a c t i o n  w a s  f i l e d  b y  a n o t h e r  

e m p l o y e e  a g a i n s t  D r e s s e r  s e e k i n g  b a c k  w a g e s  a n d  l i q u i d a t e d  

d a m a g e s  o n  b e h a l f  o f  a l l  D r e s s e r  e m p l o y e e s .  T h e  c o m p l a i n t  

a l l e g e s  d a m a g e s  in  a n  a m o u n t  e x c e e d i n g  $ 1 5  m i l l i o n .  A t  l e a s t  

f o u r  o t h e r  c o m p a n i e s  h a v e  s i n c e  b e e n  s u e d ’. T h e  a g g r e g a t e  o f



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

$ 3 5 , 0 0 0 / 0 0 0 .  A l l  o f  t h e s e  c a s e s  a r e  i n  t h e  p r e l i m i n a r y  

s t a g e s .  N o  t r i a l  d a t e s  h a v e  b e e n  s e t ,  a n d  n o n e  o f  t h e s e  

l a w s u i t s  h a v e  r e s u l t e d  i n  a j u d g m e n t  a g a i n s t  a n y  o f  t h e  

d e f e n d a n t  c o m p a n i e s .

In a d d i t i o n  t o  p o t e n t i a l  l i a b i l i t y  f o r  o v e r t i m e  

c o m p e n s a t i o n ,  A l a s k a  l a w  p r o v i d e s  f o r  m a n d a t o r y  l i q u i d a t e d  

damciges w h i c h  w o u l d  d o u b l e  a n y  c o m p e n s a t i o n  a w a r d .  T h e  A l a s k a  

S u p r e m e  C o u r t  h a s  h e l d  t h a t  s u c h  d a m a g e s  m u s t  b e  p a i d  b y  a n  

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

p r o v i d e d  b y  t h e  s t a t u t e ,  d e s p i t e  a n y  s h o w i n g  o f  g o o d  f a i t h  o n  

t h e  p a r t  o f  t h e  e m p l o y e r .  A A I , I n c .  v. M u s s a r a , 6 0 2  P . 2d 1 2 4 0  

( A l a s k a  1 9 7 9 )  .

H B  2 2 3  w a s  i n t r o d u c e d  o n  F e b r u a r y  23, 1 9 8 3 .  I t s  

p u r p o s e s ,  a s  o r i g i n a l l y  d r a f t e d ,  w e r e :

1. T o  e x t i n g u i s h  l i a b i l i t y  o f  e m p l o y e r s  f o r  u s i n g  F W W  

p l a n s ,  w h i c h  h a d  b e e n  p r o h i b i t e d  b y  8 A A C  1 5 . 1 0 0 ( d )  (1) a n d  (3), 

d u r i n g  t h e  p e r i o d  b e g i n n i n g  o n  D e c e m b e r  8, 1 9 7 8 ,  a n d  e n d i n g  o n  

t h e  e f f e c t i v e  d a t e  o f  H B  223 ;

2. T o  p r o h i b i t  u s e  o f  F W W  p l a n s  i n  t h e  f u t u r e ;



3. T o  c r e a t e  a g o o d  f a i t h ’ d e f e n s e  a g a i n s t  p a y m e n t  o f  

l i q u i d a t e d  d a m a g e s  b y  a n  e m p l o y e r  w h o  i n a d v e r t e n t l y  f a i l s  t o  

p a y  o v e r t i m e  c o m p e n s a t i o n  i n  a c c o r d  w i t h  t h e  s t a t u t e .

W e  h a v e  b e e n  a s k e d  t o  d e t e r m i n e  w h e t h e r  l e g i s l a t i o n

w h i c h  e x t i n g u i s h e s  e x i s t i n g  c l a i m s  a g a i n s t  e m p l o y e r s ,  b a s e d  o n
)

u s e  o f  F W W - p l a n s  i n  v i o l a t i o n  o f  a D e p a r t m e n t  o f  L a b o r  

r e g u l a t i o n ,  i s  c o n s t i t u t i o n a l .  W e  h a v e  c o n c l u d e d  t h a t  t h e  

L e g i s l a t u r e  c a n  c o n s t i t u t i o n a l l y  e x t i n g u i s h  s u c h  c l a i m s ,  i f  i t  

f i n d s  t h a t  t h e  a d v e r s e  e c o n o m i c  i m p a c t  o n  a n  i n d u s t r y  i m p o r t a n t  

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

m a y  r e c o v e r  d a m a g e s .

D I S C U S S I O N

A. P o s s i b l e  B a s e s  f o r  C h a l l e n g i n g  L e g i s l a t i o n .

\

E m p l o y e e s  w h o s e  c l a i m s  a r e  e x t i n g u i s h e d  c o u l d  

c h a l l e n g e  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  l e g i s l a t i o n  u n d e r  t h e  

C o n t r a c t  C l a u s e  (U .S.  C O N S T ,  a r t .  I, § 1 0 ) ,  w h i c h  p r o v i d e s  t h a t

" n o  S t a t e  s h a l l  . . . p a s s  a n y  . . L a w  i m p a i r i n g  t h e

O b l i g a t i o n s  o f  C o n t r a c t s " ,  t h e  e q u i v a l e n t  p r o v i s i o n  o f  t h e  

A l a s k a  C o n s t i t u t i o n  (AK. C O N S T ,  a r t .  I, § 1 5 ) ,  o r  u n d e r  t h e  D u e

P r o c e s s  C l a u s e  c o n t a i n e d  in b o t h  t h e  F e d e r a l  a n d  S t a t e

4.



C o n s t i t u t i o n s  ( U . S .  C O N S T ,  a m e n d s .  V, X I V . a n d  A K  C O N S T ,  a r t .  I, 

§ 7 ) S i n c e  u n d e r  b o t h  t h e  C o n t r a c t  C l a u s e  a n d  t h e  D u e  

P r o c e s s  C l a u s e  a m e a n s - e n d  t e s t  o f  r a t i o n a l i t y  i s  e m p l o y e d ,  i t  

h a s  b e e n  s t a t e d  t h a t  a n a l y s i s  u n d e r  b o t h  c l a u s e s  i s  

s u b s t a n t i a l l y  t h e  s a m e .  A l l i e d  S t r u c t u r a l  S t e e l  C o m p a n y  v. 

S o a n n a u s , 4 3 9  U . S .  2 3 4 ,  2 6 3  n . 9  (1 978 ) ( B r e n n a n ,  J . , 

d i s s e n t i n g ) ; V e i x  v. S i x t h  W a r d  B u i l d i n g  a n d  L o a n  A s s o c i a t i o n , 

3 1 0  U . S .  3 2 ; 4 1  ( 1 9 4 0 ) ;  N o r t h w e s t e r n  N a t i o n a l  L i f e  I n s u r a n c e  

C o m p a n y  v.. T a h o e  R e g i o n a l  P l a n n i n g  A g e n c y , 6 3 2  F . 2 d  1 0 4 ,  1 0 6  

( 9 t h  C i r .  1 9 8 0 ) .

T h e r e f o r e  w e  a p p l y  t h e  t e s t  o f  r e a s o n a b l e n e s s  t o  t h e  

r e t r o a c t i v e  a s p e c t  o f  [th e l e g i s l a t i o n ] .  T h i s  t e s t  is  
d e t e r m i n a t i v e  o f  a l l  a r g u m e n t s  o f  t h e  p l a i n t i f f s ,  

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

1 /  In a l e t t e r  d a t e d  M a r c h  2, 1 9 8 3 ,  t o  R e p r e s e n t a t i v e  

W a l t  F u r n a c e ,  M r .  T h o m a s  A. S o f o  o f  t h e  L e g i s l a t i v e  C o u n s e l  

i n d i c a t e d  t h a t  t h e  b i l l  m i g h t  c o n s t i t u t e  l o c a l  o r  s p e c i a l  

l e g i s l a t i o n  c o n t r a r y  t o  A r t i c l e  II, § 19 o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  a s  w e l l  a s  p o s s i b l y  v i o l a t i n g  t h e  e q u a l  

p r o t e c t i o n  c l a u s e s  o f  t h e  U n i t e d  S t a t e s  a n d  A l a s k a  
C o n s t i t u t i o n s .  T h e  A l a s k a  S u p r e m e  C o u r t  h a s  e s t a b l i s h e d  t h e  

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

p r o h i b i t i o n  o n  l o c a l  o r  s p e c i a l  s t a t e  a c t s ,  " d e s p i t e  a n y  
i n c i d e n t a l  l o c a l  o r  p r i v a t e  a d v a n t a g e s . "  S t a t e  v. L e w i s , 5 5 9  

P . 2 d  6 3 0 ,  6 4 3 ,  c e r t ,  d e n i e d , 4 3 2  U . S .  9 0 1  ( 1 9 7 7 ) .  T h e  c o u r t  
h a s  a l s o  d e c l a r e d  t h e  t e s t  f o r  a n  e q u a l  p r o t e c t i o n  c h a l l e n g e  o f  

a n o n - s u s p e c t  c l a s s  t o  b e  s u b s t a n t i a l l y  t h e  s a m e  a s  f o r  a l o c a l  

l a w  c h a l l e n g e .  Id . a t  6 4 3 .  S i n c e  t h e  t e s t  f o r  m e a s u r i n g  

l e g i s l a t i o n  u n d e r  t h e  D u e  P r o c e s s  a n d  C o n t r a c t  C l a u s e s  
( d i s c u s s e d  a t  l e n g t h  b e l o w )  is a " r e a s o n a b l e n e s s "  t e s t ,  

l e g i s l a t i o n  w h i c h  p a s s e s  m u s t e r  u n d e r  t h e s e  t w o  c l a u s e s  s h o u l d  
a l s o  p a s s  t h e  l o c a l  l e g i s l a t i o n  a n d  e q u a l  p r o t e c t i o n  t e s t s .



t h e i r  v a r i o u s  c o n t e n t i o n s  u n d e r  t h e  

i m p a i r r a e n t - o f - c o n t r a c t s  c l a u s e  a n d  u n d e r  t h e  d u e  

p r o c e s s  c l a u s e  o f  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n  a n d  

c o g n a t e  S t a t e  c o n s t i t u t i o n a l  p r o v i s i o n s .

.A m e r i c a n  M a n u f a c t u r e r s  M u t u a l  I n s u r a n c e  C o .  v. C o m m i s s i o n e r  o f  

I n s u r a n c e ,' 3 7 2  N . E . 2 d  5 2 0 ,  5 2 5  ( M a s s .  1 9 7 8 ) .

T h u s ,  t h e y  w i l l  n o t  b e  d e a l t  w i t h  s e p a r a t e l y .

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

o f  s t a t u t e s .  J o n e s  E n t e r p r i s e s ,  I n c .  v. A t l a s  S e r v i c e  C o r p ,

4 4 2  F 2 d  1 1 3 6 ,  1 1 3 8  ( 9 t h  C i r .  1 9 7 1 ) .  H o w e v e r ,  t h e  L e g i s l a t u r e  

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

i n t e n t i o n  t o  d o  s o .  A S  0 1 . 1 0 . 0 9 0 .  A s  t h e  a u t h o r  o f  a l e a d i n g  

a n d  o f t e n - c i t e d  l a w  r e v i e w  p u t  it:

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

l e g i s l a t i o n  is s u s p e c t  s t e m s  f r o m  t h e  p r i n c i p a l  t h a t  a 

p e r s o n  s h o u l d  b e  a b l e  t o  p l a n  h i s  c o n d u c t  w i t h  

r e a s o n a b l e  c e r t a i n t y  o f  t h e  l e g a l  c o n s e q u e n c e s .

H o c h m a n ,  T h e  S u p r e m e  C o u r t  a n d  t h e  C o n s t i t u t i o n a l i t y  o f

R e t r o a c t i v e  L e g i s l a t i o n , 7 3  H a r v .  L. R e v .  6 9 2  (1960) . In f a c t ,

t h e  o b j e c t i o n s  t o  r e t r o a c t i v e  s t a t u t e s  a r e  n o t  a b s e n t  f r o m
v

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

f u r t h e r  t h e  g o a l s  w h i c h  n o r m a l l y  m a k e  r e t r o a c t i v e  l e g i s l a t i o n  

s u s p e c t .

k  r e t r o a c t i v e  s t a t u t e ,  b y  r e m e d y i n g  a n  u n e x p e c t e d  

j u d i c i a l  d e c i s i o n ,  m a y  a c t u a l l y  e f f e c t u a t e  t h e  

i n t e n t i o n s  o f  t h e  p a r t i e s .  A n d  i t  is  a r g u a b l e  t h a t  i n

6 .



m a n y  i n s t a n c e s  l e g i s l a t i o n  p a s s e d  w i t h  a k n o w l e d g e  o f  

t h e  t r a n s a c t i o n s  t o  w h i c h  i t  w i l l  a p p l y  c a n  b e  m o r e  

r e s p o n s i v e  t o  t h e  n e e d s  o f  a p a r t i c u l a r  s i t u a t i o n .
Id. a t  6 9 3 .

L i t t l e  o r  n o  w e i g h t  is a t t a c h e d  t o  t h e  f a c t  t h a t  

l i t i g a t i o n  m a y  b e  p e n d i n g  a t  t h e  t i m e  o f  t h e  e n a c t m e n t  o f  

r e t r o a c t i v e  l e g i s l a t i o n ,  a n d  it m a y  b e  a p p l i e d  a t  a n y  t i m e  u p  

t o  a f i n a l  a n d  u n r e v i e w a b l e  j u d g m e n t .  C h a s e  S e c u r i t i e s  C o r p .  

v. D o n a l d s o n , 3 2 5  U . S .  3 0 4,  3 1 6  ( 1 9 4 5 ) ;  C h a p m a n  v. F a r r , 1 3 2  

C a l . R p t r .  6 0 6 , 6 0 8  ( C a l . A p p .  1982)

B . T h e T e s t  A g a i n s t  W h i c h  t h e  L e g i s l a t i o n  W o u l d  b e  
M e a s u r e d .

T h e  c o u r t s  c o n s i d e r  a n d  b a l a n c e  a g r e a t  v a r i e t y  o f  

f a c t o r s  i n  m e a s u r i n g  t h e  c o n s t i t u t i o n a l i t y  o f  r e t r o a c t i v e  

l e g i s l a t i o n .  L e g i s l a t i o n  w h i c h  i s  f o u n d  t o  b e  r e a s o n a b l e  a f t e r  

b a l a n c i n g  v a r i o u s  c o n s i d e r a t i o n s  w i l l  b e  u p h e l d  a s  

c o n s t i t u t i o n a l .  " I n d e e d  f r o m  a n  a n a l y s i s  o f  t h e  c a s e s  i t  

b e c o m e s  a p p a r e n t  t h a t  i t  is i m p o s s i b l e  t o  r e d u c e  t h e  

p o t e n t i a l l y  i n f i n i t e  v a r i e t y  o f  s i t u a t i o n s  in  w h i c h  t h e  p r o b l e m

2 /  I n d e e d ,  i n  a c a s e  w h e r e  t h e  p u b l i c  i n t e r e s t  in 

p r e v e n t i n g  e v i c t i o n s  w a s  p a r t i c u l a r l y  c o m p e l l i n g ,  t h e  S u p r e m e  
C o u r t  h e l d  t h a t  t h e  E m e r g e n c y  P r i c e  C o n t r o l  A c t  c o u l d  

c o n s t i t u t i o n a l l y  b e  a p p l i e d  to  a r i g h t  w h i c h  h a d  b e e n  r e d u c e d  

to  j u d g m e n t  p r i o r  to  t h e  e n a c t m e n t  o f  t h e  L e g i s l a t i o n .  F l e m i n q  
v. R h o d e s ,  3 3 1  U . S .  1 0 0 ,  1 0 7  ( 1 9 4 7 ) .



o f  r e t r o a c t i v i t y  c a n  a r i s e  t o  a s i n g l e  c o m m o n  d e n o m i n a t o r . "  

H o c h m a n ,  s u p r a  a t  7 2 7 .  T h e  f o l l o w i n g  t e s t  t o  d e t e r m i n e  

r e a s o n a b l e n e s s  h a s  b e e n  d r a w n  f r o m  t h e  d e c i s i o n s  b y  t h e  a u t h o r  

o f  t h e  a b o v e - c i t e d  l e a d i n g  a r t i c l e :

[ I ] t  is s u b m i t t e d  t h a t  t h e  c o n s t i t u t i o n a l i t y  o f  s u c h  a 

s t a t u t e  i s  d e t e r m i n e d  b y  t h r e e  m a j o r  f a c t o r s ,  e a c h  o f  

w h i c h  m u s t  b e  w e i g h e d  i n  a n y  p a r t i c u l a r  c a s e .  T h e s e  

f a c t o r s  a r e :  t h e  n a t u r e  a n d  s t r e n g t h  o f  t h e  p u b l i c

i n t e r e s t  s e r v e d  b y  t h e  s t a t u t e ,  t h e  e x t e n t  t o  w h i c h  

t h e  s t a t u t e  m o d i f i e s  o r  a b r o g a t e s  t h e  a s s e r t e d  

p r e - e n a c t m e n t  r i g h t ,  a n d  t h e  n a t u r e  o f  t h e  r i g h t  w h i c h  

t h e  s t a t u t e  a l t e r s .  H o c h m a n ,  s u p r a , a t  6 9 6 . 2 /

* •
T h e  C a l i f o r n i a  S u p r e m e  C o u r t ,  a l s o  c i t i n g  'the H o c h m a n  

a r t i c l e ,  h a s  o u t l i n e d  t h e  f a c t o r s  it t a k e s  i n t o  c o n s i d e r a t i o n  

w h e n  a n a l y z i n g  r e t r o a c t i v e  l e g i s l a t i o n .

In d e t e r m i n i n g  w h e t h e r  a r e t r o a c t i v e  l a w  c o n t r a v e n e s  

t h e  d u e  p r o c e s s  c l a u s e ,  w e  c o n s i d e r  s u c h  f a c t o r s  a s  

t h e  s i g n i f i c a n c e  o f  t h e  s t a t e  i n t e r e s t  s e r v e d  b y  t h e  

l a w ,  t h e  i m p o r t a n c e  o f  t h e  r e t r o a c t i v e  a p p l i c a t i o n  o f  

t h e  l a w  t o  t h e  e f f e c t u a t i o n  o f  t h a t  i n t e r e s t ,  t h e  

e x t e n t  o f  r e l i a n c e  u p o n  t h e  f o r m e r  l a w ,  t h e  l e g i t i m a c y  

o f  t h a t  r e l i a n c e ,  t h e  e x t e n t  o f  a c t i o n s  t a k e n  o n  t h e  

b a s i s  o f  t h a t  r e l i a n c e ,  a n d  t h e  e x t e n t  t o  w h i c h  t h e  

r e t r o a c t i v e  a p p l i c a t i o n  o f  t h e  n e w  l a w  w o u l d  d i s r u p t  
t h o s e  a c t i o n s .

In re M a r r i a g e  o f  B o u q u e t  5 4 6  P . 2d 1 3 7 1 ,  1 3 7 6  (Cal . 1 9 7 6 ) .

2 /  T h e  S u p r e m e  J u d i c i a l  C o u r t  o f  M a s s a c h u s e t t s  h a s  

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

s u g g e s t e d  b y  t h e  H o c h m a n  a r t i c l e .  A m e r i c a n  M a n u f a c t u r e r s  

M u t u a l  L i f e  I n s u r a n c e  v. C o m m i s s i o n e r  o f  I n s u r a n c e , 3 7 2  N . E .  2d 

5 2 0 ,  5 2 6  ( M a s s .  1 9 7 8 ) .  T h e  c o u r t  s t a t e d  t h a t  " ( t ) h i s  a r t i c l e s  
is a c o m p r e h e n s i v e  t r e a t m e n t  o f  r e t r o a c t i v e  s t a t u t e s  a n d  t h e  

' r e a s o n a b l e n e s s 1 a n a l y s i s ,  a n d  h a s  b e e n  c i t e d  w i t h  a p p r o v a l . "  
I b i d .



W e  w i l l  g r o u p  a n d  a n a l y z e  t h e  f a c t o r s  u n d e r  t h e  

h e a d i n g s  o f  t w o  c a t e g o r i e s ,  b a s e d  o n  H o c h m a n ' s  d i s t i l l a t i o n  o f  

h i s  t h r e e - p r o n g e d  t e s t :

[ T ] h e  t w o  m a j o r  f a c t o r s  t o  b e  w e i g h e d  in  d e t e r m i n i n g  

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

c r e a t e d  b y  i t s  r e t r o a c t i v e  o p e r a t i o n ,  . . . H o c h m a n ,  
s u p r a  a t  7 2 7 .

B y  c o n s i d e r i n g  t h e  s t r e n g t h  o f  t h e  p u b l i c  i n t e r e s t  a n d  t h e

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

is c r e a t e d  f o r  e v a l u a t i n g  t h e  c o n s t i t u t i o n a l i t y  o f  . r e t r o a c t i v e  

4 /
l e g i s l a t i o n . — '

i./ S o m e  c o u r t s  h a v e  d e t e r m i n e d  t h e  c o n s t i t u t i o n a l i t y  

o f  r e t r o a c t i v e  s t a t u t e s  o n  t h e  b a s i s  o f  w h e t h e r  a " v e s t e d  

r i g h t "  is  a f f e c t e d .  In a n  e a r l y  A l a s k a  c a s e ,  B i d w e l l  v.

S c h e e l e , 3 5 5  P . 2d 5 8 4 ,  ( A l a s k a  1 9 6 0 ) ,  t h e  c o u r t  f o u n d  a d e f e n s e  

b a s e d  o n  t h e  f a i l u r e  o f  p l a i n t i f f  to  p a y  c e r t a i n  s u m s  i n t o  
c o u r t ,  a s  r e q u i r e d  b y  a s t a t u t e ,  n o t  t o  b e  a " v e s t e d  r i g h t . "

It h e l d  t h a t  t h e  d e f e n s e  c o u l d  b e  t a k e n  a w a y  b y  t h e  L e g i s l a t u r e  
t h r o u g h  r e p e a l  o f  t h e  s t a t u t e  r e q u i r i n g  p a y m e n t  i n t o  c o u r t  b y  a 

p l a i n t i f f .  Id. a t  5 8 7 .  T h e  c o u r t  d i d  n o t  a t t e m p t  a d e f i n i t i v e  

d e f i n i t i o n  o f  " v e s t e d  r i g h t . "  A s  m o d e r n  c a s e s  r e c o g n i z e ,  " [ i ] t  

w a s  c u s t o m a r y  a t  o n e  t i m e  t o  u s e  t h e  w o r d  " v e s t e d "  t o  d e s c r i b e  

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

v e s t e d  r i g h t s  a r e  i m m u n e  t o  r e t r o a c t i v e  l e g i s l a t i o n  b e c o m e s  a 

t a u t o l o g y ,  n o t  a p r o p o s i t i o n . "  In re  M a r r i a g e  o f  B o u q u e t , 
s u p r a  a t  1 3 7 6 .  E v e n  if  a c o u r t  w e r e  t o  c l i n g  t o  t h e  v e s t e d  

r i g h t  t e r m i n o l o g y ,  !' [ v ] e s t e d  rights-, o f  c o u r s e ,  m a y  b e  i m p a i r e d  

' w i t h  d u e  p r o c e s s  o f  law'  u n d e r  m a n y  c i r c u m s t a n c e s .  T h e  

s t a t e ' s  i n h e r e n t  s o v e r e i g n  p o w e r  i n c l u d e s  t h e  s o  c a l l e d  ' p o l i c e  

p o w e r '  r i g h t  to  i n t e r f e r e  w i t h  v e s t e d  p r o p e r t y  r i g h t s  w h e n e v e r  
r e a s o n a b l y  n e c e s s a r y  t o  t h e  p r o t e c t i o n  o f  t h e  h e a l t h ,  s a f e t y ,  

m o r a l s ,  a n d  g e n e r a l  w e l l  b e i n g  o f  t h e  p e o p l e  . . . .  I b i d .



1. T h e  S t r e n g t h  o f  t h e  P u b l i c  I n t e r e s t  S e r v e d  

b v  t h e  L e g i s l a t i o n .

I t  i n i t i a l l y  f a l l s  o n  t h e  l e g i s l a t u r e  t o  b a l a n c e  

c o m p e t i n g  i n t e r e s t s  i n  a n  e f f o r t  t o  b r o a d l y  p r o m o t e  t h e  

i n t e r e s t  o f  t h e  s t a t e .  L e g i s l a t i o n  t y p i c a l l y  " a d j u s t s  t h e  

r i g h t s  o f  p r i v a t e  g r o u p s  i n  a n  a t t e m p t  t o  a c h i e v e  a b a l a n c e  

w h i c h  b e s t  s e r v e s  t h e  ' p u b l i c  p u r p o s e ' ,  a n d  m a n y  s u c h  s t a t u t e s  

h a v e  b e e n  u p h e l d  a g a i n s t  c l a i m s  t h a t  t h e i r  r e t r o a c t i v e  

o p e r a t i o n  w a s  a d e n i a l  o f  d u e  p r o c e s s " .  H o c h m a n ,  s u p r a  a t  6 9 8 .

C o u r t s  t r a d i t i o n a l l y  s h o w  g r e a t  d e f e r e n c e  :to a 

l e g i s l a t u r e ' s  j u d g m e n t  a s  t o  t h e  r e a s o n s  a n d  n e e d  f o r  

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

a r e a s .

. . . t h e  s t a t e  a l s o  c o n t i n u e s  t o  p o s s e s s  a u t h o r i t y  t o  

s a f e g u a r d  t h e  v i t a l  i n t e r e s t s  o f  i t s  p e o p l e .  It d o e s  

n o t  m a t t e r  t h a t  l e g i s l a t i o n  a p p r o p r i a t e  t o  t h a t  e n d  

' h a s  t h e  r e s u l t  o f  m o d i f y i n g  o r  a b r o g a t i n g  c o n t r a c t s  
a l r e a d y  i n  e f f e c t . ' [ C i t a t i o n s  o m i t t e d ]  N o t  o n l y  a r e  

e x i s t i n g  l a w s  r e a d  i n t o  c o n t r a c t s  i n  o r d e r  t o  f i x  
o b l i g a t i o n s  a s  b e t w e e n  t h e  p a r t i e s ,  b u t  t h e  

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

l e g a l  o r d e r .  * * * T h i s . p r i n c i p l e  o f  h a r m o n i z i n g  t h e  
c o n s t i t u t i o n a l  p r o h i b i t i o n  w i t h  t h e  n e c e s s a r y  r e s i d u u m  

o f  s t a t e  p o w e r  h a s  h a d  p r o g r e s s i v e  r e c o g n i t i o n  in  t h e  
d e c i s i o n s  o f  t h i s  C o u r t .  M o r e o v e r ,  t h e  ' e c o n o m i c  

i n t e r e s t s  o f  t h e  s t a t e  m a y  j u s t i f y  t h e  e x e r c i s e  o f  i t s  
c o n t i n u i n g  a n d  d o m i n a n t  p r o t e c t i v e  p o w e r  

n o t w i t h s t a n d i n g  i n t e r f e r e n c e  w i t h  c o n t r a c t s . '
[ C i t a t i o n  o m i t t e d ]  T h e  S t a t e  h a s  t h e  " s o v e r e i g n  r i g h t  

* * * t o  p r o t e c t  t h e  * * * g e n e r a l  w e l f a r e  o f  t h e  

p e o p l e  * * * O n c e  w e  a r e  i n  t h i s  d o m a i n  o f  t h e
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r e s e r v e  p o w e r  o f  a S t a t e  w e  m u s t  r e s p e c t  t h e  ' w i d e  

d i s c r e t i o n  o n  t h e  p a r t  o f  t h e  l e g i s l a t u r e  i n  

d e t e r m i n i n g  w h a t  i s  a n d  w h a t  i s  n o t  n e c e s s a r y . ' "  
[ C i t a t i o n  o m i t t e d ]

C i t y  o f  E l  P a s o  v. S i m m o n s , 3 7 9  U . S .  4 9 7 ,  5 0 8  ( 1 9 6 5 ) .

In  u p h o l d i n g  l e g i s l a t i o n  w h i c h  i n c r e a s e d  m i n e  

o p e r a t o r s '  d u t y  t o  p r o v i d e  c o m p e n s a t i o n  f o r  i l l n e s s e s s  s u f f e r e d  

b y  m i n e r s  ( e v e n  i f  a f o r m e r  m i n e r  t e r m i n a t e d  h i s  e m p l o y m e n t  i n  

t h e  i n d u s t r y  b e f o r e  t h e  A c t  w a s  p a s s e d ) , t h e  C o u r t  s t a t e d  t h a t  

r e t r o a c t i v e  l a w s ,  l i k e  p r o s p e c t i v e  l e g i s l a t i o n ,  " a d j u s t i n g  t h e  

b u r d e n s  a n d  b e n e f i t s  o f  e c o n o m i c  l i f e  c o m e  t o  t h e  C o u r t  w i t h  a 

p r e s u m p t i o n  o f  c o n s t i t u t i o n a l i t y ,  a n d  t h a t  t h e  b u r d e n  is o n  o n e  

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

l e g i s l a t u r e  h a s  a c t e d  i n  a n  a r b i t r a r y  a n d  i r r a t i o n a l  w a y . "

U s e r y  v. T u r n e r  E l k h o r n  M i n i n g  C o m p a n y , 4 2 8  U . S .  1, 1 5  ( 1 9 7 6 ) .  

T o  l i k e  e f f e c t ,  t h e  U . S .  S u p r e m e  C o u r t  h e l d  i n  U n i t e d  S t a t e s  

T r u s t  C o m p a n y  o f  N e w  Y o r k  v. N e w  J e r s e y ,  4 3 1  U . S .  1, 2 2  ( 1 9 7 7 ) ,  

" t h e  S t a t e s  m u s t  p o s s e s s  b r o a d  p o w e r s  t o  a d o p t  g e n e r a l  

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

5 /
c o n t r a c t s  w i l l  b e  i m p a i r e d ,  or e v e n  d e s t r o y e d  a s  a r e s u l t . " — '

5 /  T h e  C o u r t ,  h o l d i n g  t h a t  a s t a t e ' s  i m p a i r m e n t  o f  

i t s  o w n  o b l i g a t i o n s  h a d  t o  b e  m e a s u r e d  b y  a d i f f e r e n t  s t a n d a r d  

t h a n  i m p a i r m e n t  o f  p r i v a t e  c o n t r a c t s ,  s t r u c k  d o w n  N e w  J e r s e y  

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

i s s u e d  b y  t h e  S t a t e .  " W h e n  a S t a t e  i m p a i r s  t h e  o b l i g a t i o n s  o f  

i t s  o w n  c o n t r a c t ,  t h e  r e s e r v e d  p o w e r s  d o c t r i n e  h a s  a d i f f e r e n t  

b a s i s  . . . .  c o m p l e t e  d e f e r e n c e  t o  a l e g i s l a t i v e  a s s e s s m e n t  o f  

r e a s o n a b l e n e s s  a n d  n e c e s s i t y  is n o t  a p p r o p r i a t e  b e c a u s e  t h e  
S t a t e ' s  s e l f - i n t e r e s t  is a t  s t a k e . "  U . S .  T r u s t  C o .  o f  N e w  Y o r k  

v. N e w  J e r s e y ,  s u p r a  a t  23.



G i v e n  t h e  j u d i c i a l  d e f e r e n c e  t o  t h e  l e g i s l a t u r e  i n  

e c o n o m i c  a n d  s o c i a l  m a t t e r s ,  a n d  t h e  p r e s u m p t i o n  o f  

c o n s t i t u t i o n a l i t y ,  r e t r o a c t i v e  l e g i s l a t i o n  h a s  b :en f o u n d  t o  

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

s i t u a t i o n s .

I n  C i t y  o f  E l  P a s o  v. S i m m o n s , s u p r a , t h e  U n i t e d  

S t a t e s  S u p r e m e  C o u r t  h e l d  t h a t  a T e x a s  s t a t u t e  l i m i t i n g  

d e f a u l t i n g  p u r c h a s e r s  t o  a 5 - y e a r  p e r i o d  f o r  r e i n s t a t i n g  r i g h t s  

to r e c o v e r  l a n d  s o l d  b y  t h e  S t a t e  d i d  n o t  u n c o n s t i t u t i o n a l l y  

v i o l a t e  t h e  C o n t r a c t  C l a u s e .  P r i o r  t o  *..ie e n a c t m e n t  o f  t h i s  

l e g i s l a t i o n  a d e f a u l t i n g  p u r c h a s e r  c o u l d  r e i n s t a t e  h i s  r i g h t  to  

r e c o v e r  l a n d  f o r f e i t e d  t o  t h e  S t a t e  a t  a n y  t i m e  u p o n  w r i t t e n  

r e q u e s t  a n d  p a y m e n t  o f  d e l i n q u e n t  i n t e r e s t .  _Id. a t  4 8 8 .  

S i m m o n s ,  w h o  h a d  l o s t  a l l  r i g h t  t o  l a n d  h e  c o u l d  h a v e  r e c l a i m e d  

a b s e n t  t h e  l a t t e r  l e g i s l a t i o n ,  a r g u e d  t h a t  t h e  s t a t u t e  v i o l a t e d  

t h e  C o n t r a c t  C l a u s e .  _Id. a t  505 . T h e  U n i t e d  S t a t e s  S u p r e m e  

C o u r t  u p h e l d  t h e  l e g i s l a t i o n .

T h e  C o u r t  l o o k e d  t o  t h e  s t a t e  i n t e r e s t  in p a s s i n g  t h e  

l e g i s l a t i o n  t o  j u s t i f y  i t s  a p p l i c a t i o n .  It f o u n d  t h a t  c l o u d s  

o n  t i t l e s  w h i c h  a r o s e  b e c a u s e  o f  t h e  b r o a d e r  r i g h t  o f  

r e i n s t a t e m e n t  u n d e r  p r i o r  l a w  m a d e  a d m i n i s t e r i n g  t h e  l a n d  a 

m o r e  d i f f i c u l t  a n d  u n s t a b l e  t a s k .  Id. a t  513. " T h e  C o n t r a c t



C l a u s e  o f  t h e  C o n s t i t u t i o n  d o e s  n o t  r e n d e r  T e x a s  p o w e r l e s s  t o  

t a k e  e f f e c t i v e  a n d  n e c e s s a r y  m e a s u r e s  t o  d e a l  w i t h  t h e  a b o v e . "  

I b i d .

i

I n  t h e  l e a d i n g  c a s e  o f  H o m e  B u i l d i n g  a n d  L o a n  

A s s o c i a t i o n  v. B l a i s d e l l , 2 9 0  U . S .  3 9 8 ,  4 4 4  ( 1 9 3 4 ) ,  a M i n n e s o t a  

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

t h r e a t e n e d  w i t h  f o r e c l o s u r e  w a s  u p h e l d  a g a i n s t  C o n t r a c t  C l a u s e  

a n d  D u e  P r o c e s s  c l a u s e  a t t a c k .  " T h e  e c o n o m i c  i n t e r e s t s  o f  t h e  

s t a t e  m a y  j u s t i f y  t h e  e x e r c i s e  o f  i t s  c o n t i n u i n g  a n d  d o m i n a n t  

p r o t e c t i v e  p o w e r  n o t w i t h s t a n d i n g  i n t e r f e r e n c e  w i t h  c o n t r a c t s . " 

I d . a t  4 3 7 .  V e i x  v. S i x t h  W a r d  B u i l d i n g  a n d  L o a n  A s s o c i a t i o n , 

3 1 0  U . S .  3 2  ( 19 4 0 )  u p h e l d  N e w  J e r s e y  l e g i s l a t i o n  l i m i t i n g  t h e  

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

a n d  l o a n  a s s o c i a t i o n s .  T h e  C o u r t  s t a t e d  t h a t ,  " [ c ) e r t a i n l y  t h e  

p r o t e c t i o n  o f  b u i l d i n g  a n d  l o a n  a s s o c i a t i o n s  a g a i n s t  t h e  

c a t a s t r o p h e  o f  e x c e s s i v e  w i t h d r a w a l  is, t o d a y ,  w i t h i n  

l e g i s l a t i v e  p o w e r " .  Id. a t  4 1 . — ^

§./ T h e s e  t w o  c a s e s  a r o s e  d u r i n g  t h e  D e p r e s s i o n .  

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

515. T h e  S e v e n t h  C i r c u i t  h a s  f o u n d  t h a t ,  11 [A] H i e d  S t r u c t u r a l  

S t e e l  C o . c o n f i r m s  t h e  p r i o r  p r e c e d e n t s  h o l d i n g  t h a t  

r e t r o a c t i v e  l i a b i l i t y  c a n  p r o p e r l y  b e  i m p o s e d  t o  r e m o v e  

p r o b l e m s  w h i c h  f a l l  s h o r t  o f  a n  e m e r g e n c y " .  N a c h m a n  C o r p .  v. 

P e n s i o n  B e n e f i t  G u a r a n t y  C o r p ., 5 9 2  F . 2 d  9 4 7 ,  9 6 1  ( 7 t h  C i r .  

1 9 7 9 )  .



I n  A m e r i c a n  M a n u f a c t u r e r s  M u t u a l  I n s u r a n c e  C o m p a n y  v.

C o m m i s s i o n e r  o f  I n s u r a n c e / s u p r a  a t  5 2 9 ,  M a s s a c h u s e t t s '  h i g h e s t  

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

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

b e t w e e n  i n s u r a n c e  c o m p a n i e s  a n d  p o l i c y h o l d e r s .  A s  t o  t h e  

p u b l i c  i n t e r e s t ,  t h e  c o u r t  s t a t e d :

T h e  b u r d e n  i s  o n  t h e  p l a i n t i f f s  t o  m a k e  f a c t u a l  

s h o w i n g s  t h a t  t h e  s t a t u t e  i s  i r r a t i o n a l  i n  i t s  

o p e r a t i o n ,  a n d  it  h a s  b e e n  o u r  f r e q u e n t l y  s t a t e d  r u l e  

t h a t  s u c h  a s t a t u t e  w i l l  n o t  b e  s e t  a s i d e  a s  a d e n i a l  

o t  d u e  p r o c e s s  "i f a n y  s t a t e  o f  f a c t s  r e a s o n a b l y  m a y  

b e  c o n c e i v e d  t o  j u s t i f y  i t . "  [ C i t a t i o n  o m i t t e d ]

Id. a t  5 2 6 .  **

T h e s e  c a s e s  i n d i c a t e  t h e  i m p o r t a n c e  c o u r t s  p l a c e  o n  

t h e  s t a t e  i n t e r e s t  w h e n  e v a l u a t i n g  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  

l e g i s l a t i o n .  : T h e  i m m e d i a c y  a n d  s e v e r i t y  o f  t h e  c o n d i t i o n s  

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

r e l e v a n t  i n  d e t e r m i n e  t h e  r e a s o n a b l e n e s s ,  a n d  h e n c e  t h e  

v a l i d i t y  o f  r e t r o a c t i v e  a s p e c t s  o f  a l e g i s 1 3 t i v e  p r o g r a m . "  

H o c h m a n ,  s u p r a  a t  697. T h e  c l e a r e r  t h e  p u b l i c  p u r p o s e  s e r v e d  

a n d  t h e  g r e a t e r  t h e  n e c e s s i t y  f o r  t h e  l e g i s l a t i o n ,  t h e  m o r e  

l i k e l y  a c o u r t  i s  t o  s u s t a i n  i t s  a p p l i c a t i o n .  H o w e v e r ,  t h e  

e x i s t e n c e  o f  a s t a t e  i n t e r e s t  d o e s  n o t  p r o v i d e  t h e  s t a t e  w i t h  

u n f e t t e r e d  p o w e r .  E v e n  t h o u g h  a v a l i d  i n t e r e s t  is f o u n d  f o r  

r e t r o a c t i v e l y  a f f e c t i n g  c o n t r a c t  r i g h t s ,  c o u r t s  w i l l  c o n s i d e r  

t h e  n a t u r e  o f  t h e  r i g h t  a f f e c t e d  t o  d e t e r m i n e  if a p p l i c a t i o n  o f
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,

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

w o u l d  b e  s o  u n f a i r  a s  t o  m a k e  i t  u n c o n s t i t u t i o n a l .

2. T h e  F a i r n e s s  o f  R e t r o a c t i v e  A p p l i c a t i o n  of  

T h e  L e g i s l a t i o n  t o  a P a r t i c u l a r  R i g h t .

H o c h m a n !s s e c o n d  c a t e g o r y - ^  d e a l s  w i t h  t h e  e q u i t y  o f  

r e t r o a c t i v e  a p p l i c a t i o n  i n  a n y  g i v e n  s i t u a t i o n .  S i n c e  g i v i n g  

e f f e c t  t o  t h e  r e a s o n a b l e  d e s i r e s  o f  c o n t r a c t i n g  p a r t i e s  h a s  

a l w a y s  b e e n  c o n s i d e r e d  a v a l i d  l e g i s l a t i v e  g o a l ,  t h e  e l e m e n t  o f  

r e l i a n c e  i s  c r u c i a l  w h e n  c o n s i d e r i n g  H o c h m a n ' s  s e c o n d  m a i n  

c a t e g o r y .

. . . t h e  f a c t o r  m o s t  o f t e n  a p p e a r i n g  i n  t h e s e  c a s e s  

is t h e  e x t e n t  t o  w h i c h  t h e  p a r t i e s  h a v e  l a i d  

r e a s o n a b l e  r e l i a n c e  o n  t h e  l a w  e x i s t i n g  a t  t h e  t i m e  o f  

t h e  c o n d u c t  w h o s e  l e g a l  c o n s e q u e n c e s  t h e  r e t r o a c t i v e  

s t a t u t e  w o u l d  a l t e r .  T h e  i m p o r t a n c e  o f  t h i s  e l e m e n t  

is a p p a r e n t  w h e n  o n e  c o n s i d e r s  t h a t  i n  v e r y  g e n e r a l  
t e r m s  t h e  t w o  m a j o r  f a c t o r s  t o  b e  w e i g h e d  i n  

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

t h e  u n f a i r n e s s  c r e a t e d  b y  i t s  r e t r o a c t i v e  o p e r a t i o n  

a n d  t h e  r e l i a n c e  o f  t h e  p a r t i e s  o n  p r e e x i s t i n g  l a w  is 

p e r h a p s  t h e  m o s t  a c c u r a t e  g a u g e  o f  t h e  l a t t e r .
H o c h m a n , s u p r a  a t  7 2 7 .

S e e  a l s o ,  S t a t e  e x .  r e l .  C a n n o n  v. M o r a n , 3 2 1  N . W .  2d 5 5 0 ,  5 6 1

( W is . C t.  A p p .  1 9 8 2 ) .

U  H o c h m a n  h a s ,  i n  e f f e c t ,  d i s t i l l e d  h i s  

t h r e e - p r o n g e d  t e s t  i n t o  t w o  c a t e g o r i e s .  S e e  H o c h m a n ,  s u p r a ,  a t  

7 2 7 .



S o m e  c o u r t s  h a v e  f o c u s e d  a l m o s t  e x c l u s i v e l y  o n  t h e  

r e l i a n c e  e l e m e n t .

T h e  p r o p e r  t e s t  o f  t h e  c o n s t i t u t i o n a l i t y  o f  

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

p o s i t i o n  i n  r e l i a n c e  u p o n  t h e  p r e v i o u s  l a w  o r  w h e t h e r  

t h e  r e t r o a c t i v e  l a w  d e f e a t s  t h e  r e a s o n a b l e  

e x p e c t a t i o n s  o f  t h e  p a r t i e s ,  n o t  w h e t h e r  t h e  l a w  

a b r o g a t e s  a ' v e s t e d  r i g h t ,  1 w h i c h  is  m e r e l y  a 

c o n c l u s o r y  l a b e l .  2 C. S a n d s , s u p r a  a t  § 4 1 . 0 5 ;

H o c h m a n , s u p r a  a t  6 9 6 .  C u r a t i v e  l a w s ,  s u c h  a s  R C W  

2 6 . 3 2 . 9 1 6 ,  w h i c h  i m p l e m e n t  t h e  o r i g i n a l  i n t e n t i o n s  o f  

a f f e c t e d  p a r t i e s  a r e  c o n s t i t u t i o n a l  b e c a u s e  t h e r e  i s  • 

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

r i g h t  t h a t  w a s  c r e a t e d  c o n t r a r y  t o  h i s  e x p e c t i o n s  a t  

t h e  t i m e  w h i c h  t h e  r i g h t  a r o s e .  [ C i t a t i o n  o m i t t e d ]

A p p l i c a t i o n  o f  S a n t o r e , 6 2 3  P . 2d 7 0 2 ,  7 0 6  ( W a s h .  Apjp. 1 9 8 1 ) .

W h e r e  t h e r e  h a s  b e e n  n o  r e l i a n c e  o n  t h e  p r i o r  e x i s t i n g

8 /
l a w  t h e r e  i s  l i t t l e  r i s k  o f  i n j u s t i c e . — ' " F o r  e x a m p l e ,  a n  

a c t  w h i c h  h a s  t h e  a f f e c t  o f  i m p l e m e n t i n g  t h e  o r i g i n a l  

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

c o n s t i t u t i o n a l  s i n c e  t h e r e  is  l i t t l e  i n j u s t i c e  in

8/
6 1 5

In S t a t e  W o r k m e n ' s  C o m p e n s a t i o n  B o a r d  v.

D e l a n e y , 6 1 5  P . 2d 5 ( A l a s k a  1 9 8 0 ) ,  o u r  S u p r e m e  C o u r t  u p h e l d  

a p p l i c a t i o n  o f  a n  i n c r e a s e d  r a t e - f o r  d i s a b i l i t y  b e n e f i t s ,  w h i c h  

h a d  b e e n  p u t  i n t o  e f f e c t  a f t e r  t h e  c l a i m a n t ' s  i n j u r y  b u t  p r i o r  

to i t s  r a t i n g .  T h e  S u p e r i o r  C o u r t  f o u n d  t h a t  a p p l i c a t i o n  o f  
t h e  i n c r e a s e d  r a t e s  w o u l d  u n c o n s t i t u t i o n a l l y  i m p a i r  t h e  

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

c a r r i e r .  Id . a t  7. T h e  S u p r e m e  C o u r t  r e v e r s e d ,  f i n d i n g  n o  

' u n f a i r n e s s  i n h e r e n t '  in i t s  c o n c l u s i o n ,  b e c a u s e  t h e  e m p l o y e r  

" h a d  n o  r e a s o n a b l e  e x p e c t a t i o n  t h a t  t h e  b e n e f i t  r a t e s  in  e f f e c t  

at  t h e  t i m e  o f  t h e  i n j u r y  w o u l d  r e m a i n  c o n s t a n t . "  Id. a t  8.
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r e t r o a c t i v e l y  d e p r i v i n g  a p e r s o n  o f  a r i g h t ,  h o w e v e r  v a l u a b l e ,  

w h i c h  w a s  c r e a t e d  c o n t r a r y  t o  h i s  b o n a  f i d e  e x p e c t a t i o n s  a t  t h e  

t i m e  h e  e n t e r e d  t h e  t r a n s a c t i o n  f r o m  w h i c h  t h e  r i g h t  a r o s e . "  

Ilochma n,  s u p r a  a t  7 2 0 .  T h e  f o l l o w i n g  c a s e s  i l l u s t r a t e  t h e  

p o w e r  t h e  L e g i s l a t u r e  h a s  t o  v a l i d a t e  c o n t r a c t s ,  w h i c h  w e r e  

i l l e g a l  u n d e r  p r i o r  l a w ,  i n  o r d e r  t o  g i v e  a f f e c t  t o  t h e  b o n a  

f i d e  e x p e c t a t i o n s  o f  t h e  p a r t i e s .

I n  M c N a i r  v. K n o t t , 3 0 2  U . S .  3 6 9  ( 1 9 3 7 ) ,  s e c u r i t y  

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

v a l i d a t e d .  A  b a n k  h a d  g i v e n  s e c u r i t y  t o  p r o t e c t  c e r t a i n  f u n d s  

d e p o s i t e d  i n  t h e  b a n k .  S t a t e  l a w  p r o v i d e d  t h a t  b a n k s  c o u l d  n o t  

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

l e g i s l a t i o n  m a k i n g  s u c h  p l e d g e s  l e g a l ,  t h u s  r e t r o a c t i v e l y  

m a k i n g  e n f o r c e a b l e  a g r e e m e n t s  w h i c h  o r i g i n a l l y  w e r e  i l l e g a l .

Id. a t  3 7 0 .

T h e  r e c e i v e r  f o r  a b a n k ,  a t t e m p t i n g  t o  a v o i d  t h e  

e f f e c t  o f  a p l e d g e  m a d e  b e f o r e  e n a c t m e n t  o f  t h e  v a l i d a t i n g  l a w ,  

m a i n t a i n e d  t h a t  i l l e g a l  c o n t r a c t s  c o u l d  n o t  b e  v a l i d a t e d  b y  

c h a n g i n g  t h e  l a w  w h i c h  w a s  i n  e f f e c t  w h e n  t h e  a g r e e m e n t  w a s  

m a d e .  _Id. a t  3 7 2 .  T h e  S u p r e m e  C o u r t  d i s a g r e e d  a n d  u p h e l d  t h e  

c o n s t i t u t i o n a l i t y  o f  t h e  a c t ,  f i n d i n g  n o t h i n g  i n e q u i t a b l e  in 

r e q u i r i n g  p e r s o n s  t o  p e r f o r m  t h e i r  a g r e e m e n t s  a s  o r i g i n a l l y  

i n t e n d e d .



T h e r e  i s  n o t h i n g  n o v e l  o r  e x t r a o r d i n a r y  i n  t h e  p a s s a g e  

o f  l a w s  b y  t h e  f e d e r a l  g o v e r n m e n t  a n d  t h e . s t a t e s  

r a t i f y i n g ,  c o n f i r m i n g ,  v a l i d a t i n g ,  o r  c u r i n g  d e f e c t i v e  

c o n t r a c t s .  S u c h  s t a t u t e s  u s u a l l y  d e s i g n a t e d  a s  

" r e m e d i a l " ,  " c u r a t i v e " ,  o r  " e n a b l i n g "  m e r e l y  r e m o v e  

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

c o n t r a c t s  a c c o r d i n g  t o  t h e i r  o w n  d e s i r e s  a n d  
i n t e n t i o n s .  S u c h  s t a t u t e s  h a v e  v a l i d a t e d  t r a n s a c t i o n s  

t h a t  w e r e  p r e v i o u s l y  i l l e g a l  r e l a t i n g  t o  m o r t g a g e s ,  • 
d e e d s ,  b o n d s ,  a n d  o t h e r  c o n t r a c t s .  P l a c i n g  t h e  s t a m p  

o f  l e g a l i t y  o n  a c o n t r a c t  v o l u n t a r i l y  a n d  f a i r l y  

e n t e r e d  i n t o  b y  p a r t i e s  f o r  t h e i r  m u t u a l  a d v a n t a g e  

t a k e s  n o t h i n g  a w a y  ‘f r o m  e i t h e r  o f  t h e m . I d . a t  3 7 2  
( e m p h a s i s  a d d e d ) .

In t h e  r e c e n t  c a s e  o f  C h a p m a n  v. F a r r , s u p r a , t h e  

c o u r t  u p h e l d  r e t r o a c t i v e  a p p l i c a t i o n  o f  C a l i f o r n i a  l a w  c h a n g i n g  

t h e  b a s i s  f o r  f i n d i n g  a l o a n  u s u r i o u s .  A  r e a l  esta-te bro! er 

h a d  l o a n e d  m o n e y  a t  u s u r i o u s  r a t e s .  Id* a t  6 0 7 .  T h r e e  m o n t h s  

a f t e r  a j u d g m e n t  w a s  e n t e r e d  b y  a t r i a l  c o u r t  a g a i n s t  t h e  

b r o k e r ,  t h e  a p p l i c a b l e  l a w  w a s  a m e n d e d  t o  e x c l u d e  l o a n s  m a d e  b y  

r e a l  e s t a t e  b r o k e r s .  I b i d . T h e  a p p e l l a t e  c o u r t  o v e r t u r n e d ,  

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

c o n s t i t u t i o n a l .  A p p l i c a t i o n  o f  t h e  s t a t u t e  r e s u l t e d  i n  t h e  

p a r t i e s  t o  t h e  l o a n  ( i l l e g a l  a t  t h e  t i m e  i t  w a s  m a d e )  r e c e i v i n g  

w h a t  t h e y  h a d  b a r g a i n e d  f o r .

T h e  c o n s t i t u t i o n a l i t y  o f  a M i n n e s o t a  s t a t u t e  

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

u n d e r  t h e n - e x i s t i n g  l a w  w a s  p r e c l u d e d  f r o m  e n t e r i n g  i n t o  a r e a l  

p r o p e r t y  t r a n s a c t i o n  w a s  u p h e l d  i n  R a n d a l l  v. K r e i g e r , 90 U . S .  

1 3 7  ( 1 8 7 5 ) .  E n f o r c i n g  t h e  l e g i s l a t i o n  w a s  d e e m e d  e q u i t a b l e  in 

t h a t  t h i s  g a v e  a f f e c t  t o  t h e  p a r t i e s '  a t t e m p t ,  i l l e g a l  a t  t h e  

t i m e  o f  t r a n s f e r ,  t o  m a k e  a v a l i d  c o n v e y a n c e .
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T h e r e  a r e  o f  c o u r s e  c a s e s  w h e r e  i t  h a s  b e e n  d e t e r m i n e d  

t h a t  r e t r o a c t i v e  a p p l i c a t i o n  o f  a s t a t u t e  w o u l d  b e  i n e q u i t a b l e  

u n d e r  t h e  c i r c u m s t a n c e s , .  I n  A l l i e d  S t r u c t u r a l  S t e e l  Co. v. 

S p a n n a u s , s u p r a , t h e  C o u r t  s t r u c k  d o w n  M i n n e s o t a  l e g i s l a t i o n  

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

p e n s i o n  p l a n s .

P l a i n t i f f  e m p l o y e r  h a d  e s t a b l i s h e d  a p e n s i o n  p l a n  

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

c e r t a i n  r e q u i r e m e n t s .  In A p r i l  1 9 7 4 ,  i n  r e a c t i o n  t o  a s i n g l e  

c o m p a n y ' s  p e n s i o n  p l a n  t e r m i n a t i o n ,  M i n n e s o t a  e n a c t e d  t h e  

P r i v a t e  P e n s i o n  B e n e f i t s  P r o t e c t i o n  A c t .  Id. a t  2 4 8 .  In t h e  

s u m m e r  o f  t h a t  y e a r  p l a i n t i f f  b e g a n  c l o s i n g  i t s  M i n n e s o t a  

o f f i c e .  In A u g u s t  t h e  s t a t e  r a t i f i e d  t h e  c o m p a n y  t h a t  i t  o w e d  

a p e n s i o n  f u n d i n g  c h a r g e  o f  $ 1 8 5 , 0 0 0  u n d e r  t h e  p r o v i s i o n s  o f  

t h e  A c t .  T h e  e m p l o y e r  b r o u g h t  a n  a c t i o n  c h a l l e n g i n g  t h e  

c o n s t i t u t i o n a l i t y  o f  t h e  A c t ,  c l a i m i n g  t h a t  it i m p a i r e d  t h e  

e m p l o y e r ' s  c o n t r a c t u a l  o b l i g a t i o n s  t o  i t s  e m p l o y e e s  u n d e r  t h e  

p e n s i o n  p l a n .  A f t e r  a t h r e e - j u d g e  c o u r t  u p h e l d  t h e  

c o n s t i t u t i o n a l  v a l i d i t y  o f  t h e  s t a t u t e  a s  a p p l i e d  t o  t h e  

e m p l o y e r ,  F l e c k  v. S p a n n a u s , 4 4 9  F. S u p p .  6 4 4  (D. M i n n .  1 9 7 7 ) ,  

a n  a p p e a l  w a s  t a k e n  t o  t h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t .

T h e  C o u r t  o v e r t u r n e d  t h e  l o w e r  c o u r t ,  f i n d i n g  t h e  A c t  

i n a d e q u a t e  u n d e r  b o t h  o f  H o c h m a n ' s  c a t e g o r i e s .  T h e  C o u r t  

l o o k e d  t o  M i n n e s o t a ' s  i n t e r e s t  in e n a c t i n g  t h e  l e g i s l a t i o n .
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" [ T ] h e r e  i s  n o  s h o w i n g  i n  t h e  r e c o r d  b e f o r e  u s  t h a t  t h i s  s e v e r e  

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

i m p o r t a n t  g e n e r a l  s o c i a l  p r o b l e m . "  Id. a t  2 4 7 .  I n  d i s c u s s i n g  

t h e  u n f a i r n e s s  o f  a p p l i c a t i o n  o f  t h e  l e g i s l a t i o n  i n c r e a s i n g  

e m p l o y e r  l i a b i l i t y ,  t h e  C o u r t  s t a t e d ,  " t h e  c o m p a n y  t h u s  h a d  n o  

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

b e c o m e  v e s t e d  e x c e p t  i n  a c c o r d a n c e  w i t h  t h e  t e r m s  o f  t h e  p l a n .  

It r e l i e d  h e a v i l y ,  a n d  r e a s o n a b l y ,  o n  t h e  l e g i t i m a t e  

c o n t r a c t u a l  e x p e c t a t i o n  in c a l c u l a t i n g  i t s  a n n u a l  c o n t r i b u t i o n s  

t o  t h e  p e n s i o n  f u n d " .  Ic3. a t  245.  T h e  C o u r t  t h u s  f o u n d  t h e  

A c t  to b e  u n c o n s t i t u t i o n a l . — ^

9./ T h e  d e c i s i o n  i n  A l l i e d  S t e e l  h a s  b e e n  

d i s t i n g u i s h e d  b y  t h e  C o u r t  i n  N a c h m a n  C o r p .  v. P e n s i o n  B e n e f i t  
G u a r a n t y  C o r p . , 4 4 6  U . S .  3 5 9  (19 80) . T h e " C o u r t - i n  N a c h m a n  

u p h e l d  t h e  E m p l o y e e  R e t i r e m e n t  I n c o m e  S e c u r i t y  A c t  ( E R I S A )  

a g a i n s t  a n  e m p l o y e r ' s  c o n s t i t u t i o n a l  c h a l l e n g e .  T h e  C o u r t  

e n g a g e d  i n  a n  e x t e n s i v e  r e v i e w  o f  t h e  l e g i s l a t i v e  h i s t o r y  o f  
t h e  a c t ,  i n c l u d i n g  e x t e n s i v e  q u o t a t i o n s  o f  t h e  r e m a r k s  m a d e  by  

s p o n s o r s  o f  t h e  l e g i s l a t i o n .  Id. a t  3 7 5  et.  s e q . A s  t o  t h e  
p u b l i c  i n t e r e s t ,  t h e  C o u r t  q u o t e d  f r o m  t h e  S e v e n t h  C i r c u i t  

d e c i s i o n ,  5 9 2  F . 2 d  9 4 7  a t  9 6 3 :

T h e  r e c o r d  s u p p o r t i n g  t h e  e n a c t m e n t  o f  E R I S A ,  w h o l l y  

u n l i k e  t h a t  p r e s e n t  i n  A l l i e d  S t r u c t u r a l  S t e e l , 
d e m o n s t r a t e s  t h a t  " t h e  p r e s u m p t i o n  f a v o r i n g  

' l e g i s l a t i v e  j u d g m e n t  a s  t o  t h e  n e c e s s i t y  a n d  

r e a s o n a b l e n e s s  o f  a p a r t i c u l a r  m e a s u r e ' "  m u s t  b e  

a l l o w e d  t o  q o v e r n  h e r e  [ C i t a t i o n s  o m i t t e d ]  4 4 6  U . S .  
a t  3 6 7 .

T h e  S e v e n t h  C i r c u i t  h a d  a l s o  f o u n d  t h a t  " t h e  n a t u r e  o f  t h e  

r e l i a n c e  i n t e r e s t s  in  t h i s  c a s e  c a n  b e  d i s t i n g u i s h e d  in  s e v e r a l  
r e s p e c t s . "  5 9 2  F . 2 d  afc 96 1.  T h e  d i f f e r e n t  o u t c o m e s  i n  A l l i e d  

S t e e l  a n d  N a c h m a n  p o i n t  o u t  t h e  i m p o r t a n c e  w h i c h  t h e  C o u r t  
p l a c e s  o n  t h e  f a c t s  i n  a n y  p a r t i c u l a r  c a s e .
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T h e  i m p o r t a n c e  o f  t h e  r e l i a n c e  e l e m e n t  c a n  b e  s e e n  in 

t h e  r e f u s a l  to  a p p l y  l e g i s l a t i o n  in A l l i e d  S t e e l , w h i c h  w o u l d  

h a v e  r e s u l t e d  i n  t h e  p a r t i e s  n o t  r e c e i v i n g  w h a t  t h e y  e x p e c t e d  

w h e n  t h e y  e n t e r e d  i n t o  a t r a n s a c t i o n .  T h i s  s t a n d s  i n  s h a r p  

c o n t r a s t  t o  t h e  c a s e s ,  d i s c u s s e d  i n t h i s  s e c t i o n ,  u p h o l d i n g  

r e t r o a c t i v e  l e g i s l a t i o n  w h i c h  g a v e  t h e  p a r t i e s  e x a c t l y  w h a t  

t h e y  e x p e c t e d  t o  r e c e i v e  a t  t h e  t i m e  t h e y  e n t e r e d  i n t o  a 

t r a n s a c t i o n .

A s  t h e  a u t h o r  o f  a l a w  r e v i e w  a r t i c l e  d e a l i n g  w i t h  

r e t r o a c t i v i t y  s t a t e d :

T h e  w r i t e r  b e l i e v e s  t h a t  a p r i n c i p l e ,  s i m p l e  in 

s t a t e m e n t  t h o u g h  s o m e w h a t  d i f f i c u l t  in a p p l i c a t i o n ,  

d o e s  e x i s t .  If t h e  r e t r o a c t i v e  s t a t u t e  d e f e a t s  c l a i m s  

b a s e d  on t h e  r e a s o n a b l e  e x p e c t a t i o n s  o f  t h e  p a r t i e s  a t  

t h e  t i m e  t h e  l e g a l  t r a n s a c t i o n  o c c u r r e d ,  t h e  s t a t u t e  

c o n s t i t u t e s  an u n c o n s t i t u t i o n a l  d e p r i v a t i o n  o f  

p r o p e r t y  w i t h o u t  d u o  p r o c e s s .  O n  t h e  o t h e r  h a n d ,  if 

t h e  s t a t u t e  m e r e l y  c a r r i e s  o u t  t h o s e  r e a s o n a b l e  

e x p e c t a t i o n s  it ir v a l i d .

B r o w n ,  V e s t e d  R i g h t s  a n d  c h e  P o r t a l - t o - P o r t a l  A c t , 46 M i c h .  L.

R e v .  72 3,  7 4 6  (1948) .

T h e  c a s e s  d i s c u s s e d  in t h i s  s e c t i o n  s u p p o r t  t h e  

p r o p o s i t i o n  t h a t  a c o u r t  is m o r e  l i k e l y  t o  u p h o l d  a p p l i c a t i o n  

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

c l a i m i n g  t h a t  r i g h t  h a d  n o t  r e l i e d  u p o n  it a t  t h e  t i m e  he  

e n t e r e d  i n t o  t h e  a f f e c t e d  t r a n s a c t i o n . — ^

2J1/ A l t e r n a t i v e l y ,  c o u r t s  h a v e  c o n s i s t e n t l y  h e l d  

t h a t  a l e g i s l a t u r e  p o s s e s s e s  w i d e  p o w e r  to a b r o g a t e  r i g h t s  

b a s e d  o n  s t a t u t e s  a n d  r i g h t s  t o  p e n a l t i e s  o r  f o r f e i t u r e s .  S e e  

i n f r a  d i s c u s s i o n  a t  pp. 2 3 - 2 5 .

2 1 .



C. P o r t a l - t o - P o r t a l  a n d  O v e r t i m e - o n - O v e r t i m e  Casos..

k  s e r i e s  o f  c a s e s  i n  t h e  l a t e  1 9 4 0 ' s  a r e  p a r t i c u l a r l y  

r e l e v a n t  i n  t h a t  t h e y  a r o s e  u n d e r  s i m i l a r  f a c t u a l  c i r c u m s t a n c e s  

a n d  i n d i c a t e  h o w  c o u r t s  b a l a n c e  t h e  f a c t o r s  c o n s i d e r e d  a b o v e . .

i

T h e  P o r t a l - t o - P o r t a l  A c t  o f  1 9 4 7 ,  29 U . S . C . A .  § 2 5 1  

e t .  s e q . ,  a b r o g a t e d  e m p l o y e e s '  r i g h t s  t o  c o m p e n s a t i o n  a n d  

l i q u i d a t e d  d a m a g e s .  L i t e r a l l y  h u n d r e d s  o f  " p o r t a l - t o - p o r t a l "  

c a s e s  a r o s e  f r o m  c o n g r e s s i o n a l  d e s t r u c t i o n  o f  b i l l i o n s  o f  

d o l l a r s  i n  e m p l o y e e  c l a i m s .  E v e r y  f e d e r a l  c i r c u i t  c o u r t  o f  

a p p e a l s  u p h e l d  t h e  p o w e r  o f  C o n g r e s s  t o  r e t r o a c t i v e l y  a b r o g a t e  

e m p l o y e e s '  c l a i m s  t o  o v e r t i m e  c o m p e n s a t i o n  a n d  l i q u i d a t e d  

d a m a g e s .  S e e , e . g . ,  M o s s  v. H a w a i i a n  D r e d g i n g  C o ., 1 8 7  F . 2 d  

4 4 2 ,  4 4 5  ( 9 t h  C i r .  1 9 5 1 ) .

P r i o r  t o  1 9 4 7  w o r k e r s  w e r e  g e n e r a l l y  n o t  p a i d  f o r  

a c t i v i t i e s  w h i c h  w e r e  c o n s i d e r e d  i n c i d e n t a l  to  t h e  a c t u a l  w o r k  

h o u r s  of t h e  e m p l o y e e .  T h e s e  a c t i v i t i e s  i n c l u d e d  w a l k i n g  to  

w o r k  on e m p l o y e r ' s  p r e m i s e s ,  c h a n g i n g  i n t o  w o r k’ c l o t h e s ,  e t c .  

T h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  i-n A n d e r s o n  v. M t .  C l e m e n s  

P o t t e r y  C o m p a n y , 3 2 8  U . S .  6 8 0  ( 1 9 4 7 ) ,  i n t e r p r e t e d  t h e  F a i r  

L a b o r  S t a n d a r d s  A c t  a s  r e q u i r i n g  p a y m e n t ,  i n c l u d i n g  t i m e  a n d  a 

h a l f  for o v e r t i m e ,  f o r  t h e s e  i n c i d e n t a l  a c t i v i t i e s ,  c r e a t i n g  a 

p o t e n t i a l  l i a b i l i t y  t o  e m p l o y e r s  in  t h e  b i l l i o n s  o f  d o l l a r s .  

S e e s e  v. B e t h l e h a m  S t e e l  C o . ,  1 6 8  F . 2 d  58, 59 ( 4 t h  C i r .  1 9 4 8 ) .

2 2 .



C o n g r e s s  r e s p o n d e d  w i t h  t h e  P o r t a l - t o - P o r t a l  A c t  o f

1 9 4 7 ,  29 U . S . C . A .  § 2 5 1  e t .  s e q . , w h i c h  p r o v i d e d  t h a t  n o

e m p l o y e r  w o u l d  b e  s u b j e c t  t o  l i a b i l i t y  f o r  f a i l u r e  t o  p a y  w a g e s

f o r  " p o r t a l - t o - p o r t a l "  a c t i v i t i e s ,  u n l e s s  t h e r e  w a s  a n  e x p r e s s  

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

c u s t o m  a t  t h e  e s t a b l i s h m e n t  w h e r e  t h e  e m p l o y e e  w o r k e d  t h a t  

w a g e s  b e  p a i d  f o r  t h e s e  a c t i v i t i e s .  I b i d .

E m p l o y e e s  a t t a c k e d  a s  u n c o n s t i t u t i o n a l  t h e  r e t r o a c t i v e  

a p p l i c a t i o n  o f  t h e  a c t  a b r o g a t i n g  t h e i r  c l a i m s .  B a s e d  o n  a 

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

t h a t  p r e v e n t i o n  o f  a s e r i o u s  a d v e r s e  i m p a c t  o n  i n d u s t r y  

j u s t i f i e d  c o n g r e s s i o n a l  a c t i o n .  St.-ese v. B e t h l e h e m  S t e e l  C o ., 

s u p r a  a t  6 0 ;  A n n o t . 3 A L R  2d. 1 0 9 7  ( 1 9 4 9 ) .  B a l a n c e d  a g a i n s t  

t h i s  w a s  t h e  n a t u r e  o f  t h e  e m p l o y e e s '  r i g h t s .  E m p l o y e e s '  

c l a i m s  d i d  n o t  r e s t  o n  s u b s t a n t i a l  e q u i t y  i n  t h a t  p a y m e n t  to  

t h e m  w o u l d  e s s e n t i a l l y  a m o u n t  t o  " w i n d f a l l s " .  T h e s e  w i n d f a l l s  

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

e x p e c t  to  b e  c o m p e n s a t e d  f o r  w h e n  p e r f o r m e d .  Id. a t  65. It 

w a s  h e l d  n o t  to  b e  i n e q u i t a b l e  t o  d e p r i v e  e m p l o y e e s  o f  

c o m p e n s a t i o n  t h e y  h a d  n o t  e x p e c t e d  t o  r e c e i v e  a t  t h e  t i m e  t h e y  

p e r f o r m e d  t h e  w o r k .  I b i d .

A n  a l t e r n a t i v e  g r o u n d  f o r  u p h o l d i n g  t h e  l e g i s l a t i o n  

war. t h e  r e c o g n i t i o n  o f  a l e g i s l a t u r e  p o w e r  t o  t a k e  a w a y  t h a t

23.



w h i c h  e x i s t e d  b e c a u s e  o f  p r i o r  l e g i s l a t i o n .  A s  s t a t e d  b y  t h e  

t r i a l  c o u r t  i n  S e e s e :

T h e  p l a i n t i f f s '  m a j o r  p r e m i s e  i s  t h a t  t h e y  o b t a i n e d  

v e s t e d  r i g h t s  u n d e r  t h e  F a i r  L a b o r  S t a n d a r d s  A c t .  B u t  

t h i s  r e q u i r e s  a n a l y s i s .  T h e  c o n t e n t i o n  i s  t h a t  t h e  

p l a i n t i f f s  w h e n  e m p l o y e d  b y  t h e  d e f e n d a n t  e n t e r e d  i n t o  

a c o n t r a c t ,  t h e  t e r m s  o f  w h i c h  w e r e  g o v e r n e d  b y  t h e  

F a i r  L a b o r  S t a n d a r d s  A c t .  It i s  o f  c o u r s e  t r u e  in  

g e n e r a l  t h a t  c o n t r a c t s  w h e n  m a d e  b y  i n d i v i d u a l s  a r e  

s u b j e c t  t o  e x i s t i n g  v a l i d  l e g i s l a t i o n  a n d  t h e  l a t t e r  
i s  s a i d  t o  b e  r e a d  i n t o  t h e  c o n t r a c t .  It is, h o w e v e r ,  

i m p o r t a n t  t o  d i s t i n g u i s h  b e t w e e n  t h a t  p a r t  o f  t h e  

c o n t r a c t  o f  e m p l o y m e n t  w h i c h  w a s  t h e  p e r s o n a l  a n d  

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

w a s  s u p e r i m p o s e d  b y  t h e  s t a t u t e .  In t h e  i n s t a n t  c a s e  

i t  is a p p a r e n t  t h a t  t h e  p u r e l y  p e r s o n a l  p o r t i o n s  o f  

t h e  c o n t r a c t  h a v e  b e e n  p e r f o r m e d  a s  t h e r e  i s  n o  

a v e r m e n t  t o  t h e  c o n t r a r y .  T h e  a l l e g e d  u n p e r f o r m e d  
p a r t ,  t h a t  is  f o r  t h e  p o r t a l - t o - p o r t a l  a c t i v i t i e s ,  

w e r e  n o t  a p a r t  o f  t h e  p e r s o n a l  c o n t r a c t  b u t  i m p o s e d  

o n l y  b y  t h e  F a i r  L a b o r  S t a n d a r d s  A c t  a s  c o n s t r u e d  b y  

t h e  S u p r e m e  C o u r t .  I t  s e e m s  n e c e s s a r i l y  t o  f o l l o w  
t h a t  t h e  e x t r a  c o m p e n s a t i o n  n o w  c l a i m e d  i s  o f  p u r e l y  

s t a t u t o r y  o r i g i n .

S e e s e  v. B e t h l e h e m  S t e e l  C o ., 74 F. S u p p .  4 1 2 ,  4 1 8  (D. M d .

1 9 4 7 ) .

I n  a f f i r m i n g  t h e  t r i a l  c o u r t ' s  d e c i s i o n , -  t h e  F o u r t h  

C i r c u i t  s t a t e d :

W h a t  w a s  t a k e n  a w a y  w a s - t h e  r i g h t  t o  r e c o v e r  o n  c l a i m s  

o f  p u r e l y  s t a t u t o r y  o r i g i n ,  c l a i m s  g i v e n  b y  s t a t u t e  

n o t  a s  c o m p e n s a t i o n  f o r  l a b o r  p e r f o r m e d  b u t  a s  a m e a n s  

o f  r e g u l a t i n g  w a g e s  a n d  h o u r s  in i n t e r s t a t e  c o m m e r c e .  

[ C i t a t i o n s  o m i t t e d ]  E v e n  w h e r e  t h e  c o n t r a c t  c l a u s e  is 

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

h e l d  t h a t  s u c h  a c l a i m  m a y  b e  t a k e n  a w a y  b y  t h e  

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

i t  m a y  t a k e  a w a y  t h a t  w h i c h  h a s  n o  e x i s t e n c e  s a v e  b y  
v i r t u e  o f  t h a t  a c t .  [ C i t a t i o n s  o m i t t e d l

S e e s e  v. B e t h l e h e m  S t e e l  C o . ,  1 6 8  F . 2 d  a t  64.



T h e  C i r c u i t  C o u r t  d i s t i n g u i s h e d  e a r l y  c a s e s  w h i c h  h a d  

n o t  p e r m i t t e d  r e t r o a c t i v e  l e g i s l a t i o n  t o  a f f e c t  c e r t a i n  r i g h t s ,  

i . e . ,  S t e a m s h i p  C o m p a n y  v  J o l i f f e , 2 W a l l  4 5 0  ( 1 8 6 5 ) ;  E t t o r  v. 

C i t y  o f  T a c o m a , 2 2 8  U . S .  1 4 8  ( 1 9 1 2 ) ;  C o o m b e s  v. G e t z , 2 8 5  U . S .  

4 3 4  (1932) a n d  D u k e  P o w e r  C o m p a n y  v. S o u t h  C a r o l i n a  T a x  

C o m m i s s i o n e r , 81  F . 2 d  5 1 3  (4th  C i r .  1 9 3 6 ) :

T h e y  w e r e  c o n c e r n e d  w i t h  v e s t e d  p r o p e r t y  r i g h t s  b a s e d  

o n  a g r e e m e n t s  a n d  n o t  o n  m e r e  s t a t u t o r y  p r o v i s i o n s  

w i t h o u t  c o n t r a c t  o r  a g r e e m e n t  t o  s u p p o r t  t h e m .  It is 

a r g u e d  t h a t  t h e  p r o v i s i o n s  o f  t h e  s t a t u t e  m u s t  b e  r e a d  

i n t o  t h e  c o n t r a c t  o f  e m p l o y m e n t  a n d  t h a t  t h e  r i g h t  t o  

r e c o v e r  c o m p e n s a t i o n  i n  a c c o r d a n c e  w i t h  i t s  t e r m s  

a c c r u e s  u p o n  t h e  r e n d e r i n g  o f  s e r v i c e s .  As  s t a t e d  

a b o v e ,  h o w e v e r ,  t h e  t r u e  s i t u a t i o n  w i t h  r e s p e c t  t o  

c l a i m s  a f f e c t e d  b y  t h e  p o r t a l - t o - p o r t a l  a c t  i s  t h a t  

t h e  a c t  v a l i d a t e s  t h e  r e a l  c o n t r a c t  b e t w e e n  t h e  

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

b y  t h e  p r i o r  a c t .  E v e n  i f  t h e  p r o v i s i o n s  o f  t h e  F a i r  

L a b o r  S t a n d a r d s  A c t  b e  r e a d  i n t o  c o n t r a c t s  o f  

e m p l o y m e n t ,  s o  a l s o  m u s t  b e  r e a d  t h e  c o n s t i t u t i o n a l  

p o w e r  o f  C o n g r e s s  to  c h a n g e  t h a t  A c t .  Id. a t  64 
( e m p h a s i s  s u p p l i e d ) .

A l s o  e x t i n g u i s h e d  w e r e  c l a i m s  f o r  d o u b l e  d a m a g e s  

p u r s u a n t  t o  29 U . S . C . A .  § 2 1 6 ( b ) .  R o g e r s  C a r t a g e  C o .  v.

R e y n o l d s , 1 6 6  F . 2 d  3 1 7 ,  3 2 1  (6th  C i r .  1 9 4 8 ) .  L e g i s l a t i v e  p o w e r  

t o  e x t i n g u i s h  c l a i m s  f o r  d o u b l e  d a m a g e s  is  i n d i s p u t a b l e .

T h e  c o u r t s  h a v e  b e e n  p a r t i c u l a r l y  u n i f o r m  in r e a c h i n g  

t h i s  c o n c l u s i o n  w h e r e  t h e  r i g h t  o f  a c t i o n  i s  i n  t h e  

n a t u r e  o f  a c l a i m  b y  a n  i n d i v i d u a l  f o r  t h e  r e c o v e r y  o f  
a s t a t u t o r y  f i n e ,  p e n a l t y ,  o r  f o r f e i t u r e .

N a t i o n a l  C a r l o a d i n g  C o r p .  v. P h o e n i x - E l  P a s o  E x p r e s s , 1 7 6  

S . W . 2 d  56 4,  5 6 9  ( T e x a s  1 9 4 4 ) .



" [ T ] b e  o t h e r  k i n d  o f  r i g h t  w h i c h  t h e  C o u r t  h a s  h e l d  m a y  b e  

f r e e l y  a l t e r e d  o r  r e m o v e d  u p  to t h e  t i m e  i t  is f i n a l l y  e n f o r c e d  

is o n e  a r i s i n g  f r o m  a s t a t u t e  w h i c h  g i v e s  t o  a p e r s o n  o r  b o d y  

o t h e r  t h a n  t h e  l e g i s l a t i n g  a u t h o r i t y  t h e  r i g h t  t o  r e c e i v e  a 

p e n a l t y  i m p o s e d  b y  t h e  s t a t u t e . "  H o c h m a n ,  s u p r a  a t  7 2 5 .

I n  a c a s e  a r i s i n g  i n  t h e  N i n t h  C i r c u i t  t h e  r e t r o a c t i v e  

e x t i n g u i s h m e n t  o f  a l l  r i g h t s  to o v e r t i m e  p a y  a n d  l i q u i d a t e d  

d a m a g e s  w a s  u p h e l d  to d e f e a t  l a w s u i t s  f i l e d  a g a i n s t  e m p l o y e r s  

p r i o r  to t h e  r e t r o a c t i v e  e n a c t m e n t .  M o s s  v. H a w a i i a n  D r e d g i n g  

C o m p a n y , s u p r a . T h i s  c a s e  i s p a r t i c u l a r l y  i n s t r u c t i v e  a s  it  is 

f a c t u a l l y  q u i t e  s i m i l a r  t o  t h e  s i t u a t i o n  p r e s e n t e d  t o  t h i s  

L e g i s l a t u r e .

W o r k e r s  e m p l o y e d  i n  l o n g s h o r i n g  a n d  s t e v a d o r i n g  in  t h e  

S a n  F r a n c i s c o  B a y  a r e a  h a d  a c o n t r a c t  w h i c h  p r o v i d e d  f o r  t h e  

p a y m e n t  o f  t i m e  a n d  a h a l f  f o r  a l l  w o r k  p e r f o r m e d  o n  S a t u r d a y s ,  

S u n d a y s ,  h o l i d a y s  a n d  t h o s e  h o u r s  o n  w e e k d a y s  n o t  b e t w e e n  8 

a . m .  a n d  5 p . m .  B e c a r  ,e o f  th e  s p e c i a l  n a t u r e  o f  c o m p e n s a t i o n  

f o r  t h e s e  em pl o y e e . ? ,  e m p l o y e r s  d i d  n o t  p a y  t i m e ’a n d  a h a l f  f o r  

h o u r s  w o r k e d  a f t e r  t h e  f i r s t  40 h o u r s  o f  a w e e k .  Id. a t  443.  

T h i s  w a s  d o n e  d e s p i t e  t h e  o p i n i o n  o f  a f e d e r a l  W a g e  a n d  H o u r  

A d m i n i s t r a t o r  t h a t  t h e  e m p l o y e e s  w e r e  e n t i t l e d  to s u c h  o v e r t i m e  

c o m p e n s a t i o n .  _Id. a t  44 5.

26.



I n 1 9 4 8  a  U n i t e d  S t a t e s  S u p r e m e  C o u r t  d e c i s i o n ,  B a y  

R i d g e  C o .  v  A a r o n , 3 3 4  U . S .  4 4 6  ( 1 9 4 8 ) ,  c o n f i r m e d  t h e  

A d m i n i s t r a t o r ' s  o p i n i o n  t h a t  t h e  e m p l o y e e s  w e r e  e n t i t l e d  to 

t i m e  a n d  a h a l f  f o r  h o u r s  w o r k e d  i n  e x c e s s  o f  t h e  f i r s t  40 

h e a r s .  C o n g r e s s  t h e n  e n a c t e d  P u b l i c  L a w  3 9 3 ,  p o p u l a r l y  known, 

a s  t h e  O v e r t i m e - o n - O v e r t i m e  A c t .  T h e  A c t  p r o v i d e d  t h a t  t h e  

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

i l l e g a l ,  s a t i s f i e d  t h e  a p p l i c a b l e  f e d e r a l  l a b o r  l a w ,  t h e r e b y  

v a l i d a t i n g  t h e  e m p l o y m e n t  c o n t r a c t s ,  a n d  r e t r o a c t i v e l y  

e x t i n g u i s h e d  e m p l o y e r  l i a b i l i t y  f o r  o v e r t i m e  c l a i m s  a n d  

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

t h e  r e t r o a c t i v e  l e g i s l a t i o n .  Id_. a t  4 4 4 .

In M o s s  v. H a w a i i a n  D r e d g i n g  C o . , s u p r a , t h e  N i n t h

C i r c u i t  C o u r t  o f  A p p e a l s  u p h e l d  t h e  c o n s t i t u t i o n a l i t y  o f  t h e

A c t  i n  t h e  f a c e  o f  t h e  e m p l o y e e s '  c o n s t i t u t i o n a l  c h a l l e n g e .
*

T h e  c o u r t ,  a f t e r  c o n s i d e r i n g  t h e  f a c t s  d i s c u s s e d  a b o v e ,  f o u n d  

t h a t  t h e  e m p l o y e e s '  r i g h t  t o  a d d i t i o n a l  o v e r t i m e ,  w h i c h  h a d  

a r i s e n  p u r s u a n t  t o  t h e  li.w in e f f e c t  a t  t h e  t i m e  o f  t h e  

p e r f o r m a n c e  o f  t h e  w o r k ,  h a d  t o  y i e l d  w h e n  t h e ‘l e g i s l a t u r e  

s u b s e q u e n t l y  c h o s e  t o  r e t r o a c t i v e l y  e x t i n g u i s h  t h a t  r i g h t .  I d . 

a t  4 4 7 .  A l t h o u g h  t h e r e  w a s  n o  " e m e r g e n c y "  j u s t i f y i n g  

r e t r o a c t i v e  a p p l i c a t i o n  o f  t h e  A c t ,  t h e  c o u r t  d e f e r r e d  t o  t h e  

l e g i s l a t i v e  j u d g m e n t  c o n c e r n i n g  t h e  e c o n o m i c  n e c e s s i t y  o f  

e n a c t i n g  t h e  b i l l .  T h e  c o u r t  b e l i e v e d  t h a t  t h e  p u b l i c  i n t e r e s t



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

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

s t a t u t o r y  c o m p e n s a t i o n .

. . . t h e  c h a r a c t e r  a n d  q u a l i t y  o f  s u c h  r i g h t s  a r e  

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

P o r t a i - t o - P o r t a l  A c t .  I d.  a t  4 4 7 . i l /

T h e  O v e r t i m e - o n - O v e r t i m e  a n d  P o r t a l - t o - P o r t a l  c a s e s  • 

s h o w  h o w  c o u r t s  a n a l y z e d  a p p l i c a t i o n  o f  r e t r o a c t i v e  

c o n g r e s s i o n a l  l e g i s l a t i o n  t o  e m p l o y e e s '  c l a i m s  t o  o v e r t i m e  

c o m p e n s a t i o n  a n d  l i q u i d a t e d  d a m a g e s ,  b a l a n c e d  t h e  i h t e r e s t s  

d i s c u s s e d  a b o v e ,  a n d  c o n c l u d e d  t h a t  t h e  l e g i s l a t i o n  i n  e a c h  

c a s e  w a s  c o n s t i t u t i o n a l .

1 1 /  T h e  d e c i s i o n  o f  a c o u r t  s h o u l d  b e  t h e  s a m e  w h e n  

a s t a t e  l e g i s l a t u r e  a c t s  p u r s u a n t  t o  t h e  s t a t e ' s  p o l i c e  p o w e r .  
" A n d  t h e  P o r t a l - t o - P o r t a l  A c t  i n  a m e n d i n g  t h e  s u b s t a n t i v e  r i g h t  

c r e a t e d  is o f  t h e  s a m e  c o n s t i t u t i o n a l  n a t u r e  e x e r c i s e d  in  the  
j u d g m e n t  o f  C o n g r e s s  a s  t h e  p r o p e r  p o l i c y  f o r  t h e  N a t i o n  in 

m a t t e r s  a f f e c t i n g  t h e  e m p l o y e r / e m p l o y e e  r e l a t i o n s h i p  i n  

i n t e r s t a t e  c o m m e r c e ;  a n d  is k i n d r e d  t o  t h e  e x e r p i s e  o f  t h e  

p o l i c e  p o w e r  o f  t h e  S t a t e s  w h i c h ,  o f  c o u r s e ,  m a y  a n d  o f t e n  d o e s  

a f f e c t  p r e v i o u s l y  e x i s t i n g  p e r s o n a l  r i g h t s . "  S e e s e  v.

B e t h l e h e m  S t e e l  C o ., 7 4  F. S u p p  a t  4 1 9  ( e m p h a s i s  s u p p l i e d ) .

S e e  a l s o , P a r r  v. M u t u a l  L i f e  I n s u r a n c e  C o ., 7 2  F. S u p p .  752, 

7 5 4  (S.D. N . Y .  1 9 4 7 ) ;  H o d e l  v. V i r g i n i a  S u r f a c e  M i n i n g  a n d  
R e c l a m a t i o n  A s s o c i a t i o n , 4 5 2  U . S .  2 6 4 ,  1 0 1  S. C t . 2 3 5 2  ( 1 9 8 1 ) ,  

q u o t i n g  U n i t e d  S t a t e s  v. D a r b y , 3 1 2  U . S .  1 0 0 ,  1 1 6 ,  " t h e  
a u t h o r i t y  o f  t h e  f e d e r a l  g o v e r n m e n t  o v e r  i n t e r s t a t e  c o m m e r c e  

d o e s  n o t  d i f f e r  i n  e x t e n t  o r  c h a r a c t e r  f r o m  t h a t  r e t a i n e d  b y  

t h e  s t a t e s  o v e r  i n t r a s t a t e  c o m m e r c e . "  Id. a t  2 3 6 8 .



CONCLUSION

I n  s u m m a r y ,  t h e  c o n s t i t u t i o n a l i t y  o f  r e t r o a c t i v e  

l e g i s l a t i o n  d e p e n d s  u p o n  a b a l a n c i n g  o f  i n t e r e s t s .  T h e  p u b l i c  

i n t e r e s t  i n  e n a c t i n g  t h e  l e g i s l a t i o n  m u s t  b e  w e i g h e d  a g a i n s t  

t h e  e q u i t y  o f  a p p l y i n g  t h e  s t a t u t e  i n  a n y  g i v e n  c a s e .  H o c h m a n ,  

s u p r a  a t  7 2 7 .

B a s e d  u p o n  a r e v i e w  o f  c a s e s  i t  is  o u r  o p i n i o n  t h a t  

t h e  L e g i s l a t u r e  m a y  r e t r o a c t i v e l y  e x t i n g u i s h  e m p l o y e e s '  c l a i m s  

f o r  o v e r t i m e  c o m p e n s e a t i o n  a n d  l i q u i d a t e d  d a m a g e s ,  .if i t  m a k e s  

c e r t a i n  f i n d i n g s  b a s e d  o n  t h e  f a c t s  a n d  e x i s t i n g  t e s t i m o n y  

a v a i l a b l e  t o  i t .

F i r s t ,  t h e  L e g i s l a t u r e  c o u l d  d e t e r m i n e  t h a t  p a y m e n t  b y  

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

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

o n  a n  i n d u s t r y  i m p o r t a n t  to  t h e  s t a t e ' s  e c o n o m y ,  a n d  t o  t h e  

s t a t e  i t s e l f .  C i t y  o f  E l  P a s o  v.  S i m m o n s , s u p r a ; S e e s e  v. 

B e t h l e h e m  S t e e l  C o . , s u p r a .

i V l n  u n d e r t a k i n g  s u c h  a n  a n a l y s i s  a c o u r t  

d e t e r m i n e s  t h e  s t r e n g t h  o f  t h e  p u b l i c  i n t e r e s t  b y  r e v i e w i n g  t h e  
l e g i s l a t i v e  r e c o r d .  U s e r y  v. T u r n e r  E l k h o r n , s u p r a  r\t 4; H o m e  

B u i l d i n g  a n d  L o a n  A s s o c i a t i o n  v. B l a i s d e l l , s u p r a  a t  42 0.



S e c o n d ,  i t  c o u l d  f i n d  t h a t  f r o m  D e c e m b e r  8. 1 9 7 8  to 

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

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

u n d e r  F W W  p l a n s ,  b o t h  u n a w a r e  o f  the. D e p a r t m e n t  o f  L a b o r  

r e g u l a t i o n  b e c a u s e 1 t h e r e  w a s  n o  w i d e s p r e a d  p u b l i c i t y  d i r e c t e d  

a t  i n f o r m i n g  e m p l o y e r s  a n d  e m p l o y e e s  o f  t h e  d r a s t ’o c h a n g e  i n  

t h e  l a w ;  a n d  e m p l o y e e s  e x p e c t e d  t o  b e  p a i d  p u r s u a n t  t o  t h e  

t e r m s  o f  t h e i r  a g r e e m e n t  a n d  n o t  o n  s o m e  o t h e r  b a s e s .  M c N a i r  

v. K n o t t , s u p r a ; M o s s  v. H a w a i i a n  D r e d g i n g  C o . , s u p r a .

If t h e  L e g i s l a t u r e  r e a s o n a b l y  m a k e s  s u c h  f i n d i n g s ,  t h e  

L e g i s l a t u r e  c a n  a c t  t o  v a l i d a t e  t h e  e m p l o y m e n t  a g r e e m e n t s ,  

w h i c h  a r g u a b l y  w e r e  i l l e g a l  w h e n  e n t e r e d  i n t o ,  i n  o r d e r  to 

c a r r y  o u t  t h e  r e a s o n a b l e  e x p e c t a t i o n s  o f  t h e  c o n t r a c t i n g  

p a r t i e s .  A s s u m i n g  t h e  e x i s t e n c e  a n d  v a l i d i t y  o f  t h e  f i n d i n g s  

r e c i t e d  a b o v e ,  it is o u r  o p i n i o n  t h a t  t h e r e  is a s u b s t a n t i a l  

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

u n d e r  t h e  C o n t r a c t  C l a u s e  a n d  D u e  P r o c e s s  C l a u s e  o f  t h e  U n i t e d  

S t a t e d  a n d  A l a s k a  C o n s t i t u t i o n s .

3 0 .



998 Alaska 633 PACIFIC REPORTER, 2d SERIES

regarding cancellation of the contract on 
two weeks’ notice. The argum ent bused on 
Davis’s claim th a t he was the band's leader 
can be disposed of summarily: no evidence 
has been produced from which it can lie 
inferred th a t this statem ent induced John­
son to enter into the contract. Sec Restate­
ment (Second) o f Contracts § 309 (Tent. 
D raft No. 11, 1976). The second argument, 
based on Davis’s alleged promise tha t the 
band’s engagem ent could l>e cancelled on 
two weeks’ notice, must fail for the same 
reason. Even granting  th a t failure lo warn 
a party of his possible misapprehension of a 
contract term may constitute a misrepre­
sentation,8 we are unable lo conclude that 
Johnson may have been passively misled in 
th a t fashion. She fails lo assert any as­
sumption on her p c .t th a t the written 
agreem ent embodied the purported oral 
promise. N O'■evidence was presented from 
which it can be inferred either th a t she 
failed to read the contract or, having read 
it, failed to understand its terms. Her affi­
davit indicates neither th a t she in any way 
misapprehended the content of the written 
agreem ent nor th a t she was induced lo sign 
it by any deception, active or passive, on 
Davis's part. Absent any evidence that 
Johnson was induced to en ter into the con­
tract on the basis of a misrepresentation as 
to the terms it contained, the district court 
was correct in granting summary judgm ent 
in favor of the band on this ground.

8. Restatement (Second) of Contracts § 301 
■ Tent. Draft No. 1 1 ,  1976) defines a m isrepre­
sentation as "an  assertion that is not in accord 
with existing facts .”  Section 303 provides 
that:

A person's non-disclosure of a fact .mown to 
him is equivalent to an assertion that the fact 
does not exist on ly if

(b) he know s that d isclosures o f the fact 
would correct a mistake of the other party as 
to a basic assumption on which that party 
made the contract and if non-disclosure of 
the fact amounts to a failure to act in good 
faith and in accordance w ith reasonable stan­
dards of fair dealing, or

(c) he know s that disclosure of the fact 
would correct a m istake of the other party as 
to the contents or effect o f a writing, evidenc­
ing or embodying an agreement ill whole or 
in pan  . . . .

This section is clarified in Comment e as 1 . 1- 
lows:

We agree with the district court's conclu­
sion that Johnson’s evidence, even inter­
preted in the light most favorable to her, 
wits insufficient to supjiorl her defenses to 
enforcement of the w ritten contract. That 
court's en try  of summary judgm ent in fa­
vor of the band members must therefore be 
AFFIRMED.

DRESSER INDUSTRIES, INC., 
Appellant,

v.

ALASKA DEPARTMENT OF 
LABOR, Appellee.

No. 5625.

Supreme Court of Alaska. 

Sept. 18, 1981.

Employer apjicaled from entry of sum­
mary judgm ent by the Superior Court, 
Third Judicial District, Anchorage, Seaborn 
J. Buckalcw, Jr., J., upholding validity of

Known mistake as to a writ inc. One party 
cannot hold the other to a writing if he knew 
that the other w as m istaken as to its contents 
or as in us legal effect. He is expected to 
correct such m istakes of the other party and 
Ins failure to do so is equivalent to a m isrep­
resentation which m ay be grounds cither for 
avoidance under § 306 or for reformation 
under § 308 . .  . The failure o f a party lo 
use care in reading the writing so as to dis­
cover the m istake may not preclude such 
relief (t> 314). In till1 case of standardized 
agreem ents, these rules supplement that of 
tt 337(d), which applies, regardless of actual 
know ledge, if there is reason lo  believe that 
the other party would not manifest assent if 
he knew  that the writing contained a particu­
lar term. Like the rule staled in C lause (b), 
that stated in C lause (c) requires actual 
know ledge and is lim ited lo  non-disclosure 
by a party to the transaction.
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regulation promulgated by D epartm ent of 
Labor wbich prohibited flexible work week. 
The Supreme Court, Rabinowitz, C. J., held 
tha t: (1) Director of Wage and Hour Divi­
sion of D epartm ent of Labor was authoriz­
ed to promulgate regulation, and (2) regula­
tion did not exceed power delegated by- 
legislature and was reasonable and not.arbi­
tra ry  method of furthering policies of wage 
and hour sta tu tes requiring increased over­
time compensation and promoting spread­
ing of employment.

Affirmed.

1. S ta tes ©=9
T ext cf Alaska Statehood Act makes it 

clear th a t federal legislative enactm ents 
were to be carried over unless overruled by 
S ta te  Constitution cr sla te  legislature, but 
Act did not automatically incorporate and 
maintain federal case law, or adm inistrative 
law, unless and until changed by legisla­
ture. Alaska Statehood Act, § 8(d), 48 U.S. 
C.A. prcc. § 21.

2. Labor Relations ©=1101
Section of Wage and Hour Act which 

manifests intent to safeguard existing mini­
mum wage and overtime standards is ex­
pression of general public policy anti not 
specific prohibition of change. AS 23.10.- 
050.

3. Labor Relations «=» 1101
Although section of Wage and Hour 

Act governing definitions -’•-eels courts to 
apply federal regulatory definitions "where 
applicable," such definitions arc "applica­
ble" only when Director of Wage and Hour 
Division and Commissioner of Lalwr have 
refrained from defining term s of sla te  reg­
ulations, pursuant Lo their discretionary au ­
thority under sections of sta tu te  governing 
scope of administrative regulations and 
adoption of federal regulations. AS 23.10.- 
085(b), 23.10.095, 23.10.145.

4. Labor Relations ©=1101 
S ta tes  «=y

Alaska Statehood Act did not autom at­
ically incorjiorate fcdcra' case law or ad­
m inistrative law unless and until changed 
by legislature, provision o.‘ Wage and Hour

Act which manifests intent lo safeguard 
existing minimum wage and overtime stan­
dards is not prohibition of change, and di­
rection lo court to apply federal regulatory 
definitions “where applicable” means th a t 
such definitions are applicable only when 
Director of Wage and Hour Division and 
Commissioner of Lal>or have refrained from 
defining term s of sta te  regulations; thus, 
Director was authorized to promulgate reg­
ulation which^j>rohibitcd flexible work 
week. Alaska Statehood Act, § 8(d), 48 
U.S.C.A. prec. § 21; AS 23.10.050, 23.10.- 
085(h), 23.10.095, 23.10.145.

5. S tipulations © 3
Stipulations as to law are not binding 

U|K>n court.

G. Labor Relations ©=-1425
Sections of Wage and Hour Act gov­

erning scope of administrative regulation 
and adoption of federal regulations consti­
tu te  delegation of authority from legisla­
ture to agency to formulate policies, leaving 
to agency discretion issue of whether feder­
al definitions of regulnr ra te  of pay and 
other term s can lie applied consistently with 
Wage and Hour Act; thus, standard of 
review in determ ination of validity of regu­
lation prohibiting flexible work week was 
whether regulation was reasonable and not 
arbitrary. AS 23.10.085, 23.10.095.

7. Labor Relations ©=1439
While under standard hourly wage sal­

ary, as worker's overtime hours increase, 
average hourly wage increases, under flexi­
ble work week, as worker’s overtime hours 
increase, average hourly wage decreases in 
contravention of policies requiring in­
creased overtime compensation and pro­
moting spreading of employment; thus, 
regulation of D cparlnr nt of Lalwr which 
defined "regular rate of pay" so as to ex­
clude use of flexible work week was consist­
ent with, and reasonably necessary to carry 
out purposes of s ta 'u te  governing wagc9 
and hours, did not exceed [>owcr delegated 
by legislature, and was reasonable and non- 
arh itrary  method of furthering statu te 's 
policy. AS 23.10.050 et seq.

John K. Norman and Wev W. Shea, Har- 
tig, Rhodes, Norman & Mahoney, Anchor-
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age, and A. J . H arper II and Jeffrey  S. OPINION
Kuhn, Fulbright & Jaworski, Houston, Tex., RABINOWITZ. Chief Justice.
for appellant. . . , ,

This is an appeal from a summary judg-
Elizabeth Page Kennedy, Asst. Alty. nient granted by the su[>crior court. Its

Gen., Anchorage, and Wilson L. Condon, so|t, jSSUL. js the validity of 8 AAC 15.-
Atty. Gen., Juneau, for appellee. 10C{dX3),' a regulation promulgated by the

Department of Labor which prohibits the
Before RABINOWITZ, C. J., and CON- “ flexible work week" (FWW), purportedly

NOR, BURKE, MATTHEWS and COMP- under the authority of the Alaska Wage
TON, J J . and Hour Act. The sujwrior court conclud-

J .  This regulation reads:
(d) The follow ing are not acceptab le meth­

ods o f complying with the payment o f over­
time provisions of AS 23.10.060:

(3) flex-tim e or flexitim e p lans established 
under 29 C .F .R . 778 .114  providing ii fixed 
sa lary  for fluctuating hours up lo  a predeter­
mined maximum  number of hours in a work­
week .

The federal regulation referred to , 29 C .F .R .
778 .114 , reads as follows:

§ 778 .114  Fixed sa la ry  fo r fliic liia lin t: hours.
(a) An employee employed on a sa lary  ba­

sis m ay have hours o f work which Fluctuate 
from w eek to week and the sa lary max Ih* 
paid him pursuant to an understanding with 
his employer that he w ill receive such fixed 
amount as straight time pay for whatever 
hours he is called upon to work in a work­
w eek , whether few or m any. Where there is 
a clear mutual understanding of the nrtirs 
that the fixed salary is compensation (apart 
from overtim e premiums) for the hours 
worked each w orkweek, whatever their num­
ber, rather than for working 40 hours or 
some other fixed w eek ly work period, such a 
sa lary arrangement is permitted by the AC *f 
the amount of the salary’ is su f lic ie r l to pro­
vide compensation lo  the employee at a rate 
not less than the applicable minimum wage 
rate lor every hour worked in those work­
w eeks in which the cumber of hours he 
works is greatest, and if he rece ives extra 
compensation , in addition lo  such sa lary , for 
all overtim e hours worked at a rate not less 
than one-half his regular rate of piiy. Since 
the sa lary in such a situation is intended to 
com pensate the employee at straight time 
rates for whatever hours are worked in the 
w orkw eek , the regular rate of the employee 
will vary  from week lo  week and is deter­
mined by dividing the number o f hours 
worked in the workweek into the amount of 
the sa lary lo  obtain the applicable hourly rale 
for the w eek . Payment for overtim e hours at 
one-half such rate in addition to the salary 
satisfies the overtime pay requirement lo ­
ca lise such hours have already been compen­
sated at the straight time regular rate, under 
the sa lary arrangement.

(b) The application of the principles above 
stated m ay be illustrated by the case o f an 
employee whose hours o f work do not cus­
tomarily follow  a regular schedule but vary 
from week to w eek , whose overtim e work is 
never in excess o f 50 hours in a workweek, 
and whose sa lary  of S250 a week is paid with 
the understanding that it constitutes his com ­
pensation. except for overtime premiums, for 
whatever hours are worked in the workweek. 
If during the course of 4 w eeks this employee 
works 40, 44. 50, and 48 hours, his regular 
hourly rate of pay in each o f these w eeks is 
approxim ately $6.25, $5.68. $5. and $5 .2 1, 
respectively. S ince the employee has already 
received straight-time compensation on a sa l­
ary basis for all hours vorked, on ly addition­
al half-time pax- is due. For the first week 
the em ployee is entitled to ' e paid $250: for 
tlie second week $261.36 ($250 plus 4 hours 
at $2 S4. or 40 hours at S5.68 plus 4 hours at 
$8.52); for the ilnrd week $275 ($250 plus 10 
hours at S2.50. or 40 hours a l 55 plus 10 
hours a l $7.50); for the fourth week approxi­
mately $270.8R ($250 plus 8 hours at $2.61 or 
40 hours al $5.21 plus 8 hours at $7.82).

(c) The 'fluctuating workweek ' method of 
overtime payment may not be used unless 
.ne sa lary is sufficiently large to assure that 
no workweek will be worked in which the 
em ployee's average hourly e .rnm gs from the 
sa lary fall below the minimum hourly wage 
rate applicable under the A ct. and unless the 
employee* c learly understands that the .'.alary 
covers whatever hours the job may demand 
in a particular workweek and the employer 
pays the salary even though the workweek is 
one in which the lull schedule o f hours is not 
worked. Typ ica lly , such salaries arc paid to 
employees xvho do not custom arily work a 
regular schedule o f hours and are in amounts 
agreed on by the parties as adequate 
straight-time compensation for long w ork­
weeks as weh as short ones, under the cir­
cumstances of the employment as a whole. 
W here all the legal prerequisites for use of 
the ‘ fluctuating workw eek ' method of over­
time payment are present, the A ct, in requir­
ing that 'not less llu in ' the prescribed premi­
um of 50 percent for overtime hours worked 
tie paid, does not prohibit paying more. On 
I he other hand, where all the facts indicate 
that an employee is being paid for his over-
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cd the regulation was valid, and Dresser 
Industries (Dresser) has appealed. We af­
firm.

The case was presented to the superior 
court on the basis of the parties’ “Stipula­
tions of facts, issues, and procedure,” pro­
viding in part:

1. Dresser Industries, Inc. is doing 
business in the State of Alaska and is 
subject to the jurisdiction of this court.

2. The person on whose behalf the 
action has been instituted is Clyde Woody 
(herein claimant), who has assigned his 
rights to the Department of Labor pursu­
an t to AS 23.05.22('.

3. The Department of Labor is the 
proper party plaintiff to bring this suit 
under AS 23.05.230 and suit has lieen 
timely and properly instituted.

4. The court has jurisdiction of the 
subject m atter and the parties.

5. This action arises under the provi­
sions of the Alaska Wage and Hour law 
(AS 23.10.050 e l seq.) and the regulations 
of the Departm ent of Labor promulgated 
thereunder (8 AAC 15.100).

6. The interpretative regulation at is­
sue was pro|)erly promulgated in accord­
ance with the Alaska Administrative Pro­
cedure Act (AS 44.02).

7. Claimant is due the sum of 
$3,956.76 if the position of plaintiff is

lim e hours ni a rate no greater than that 
which he rece ives for nonovertime hours, 
compliance with the Act cannot be rested on 
any application o f the flniciuating workweek 
overtime formula.

2. The entire teat o f section 8(d) of the State­
hood Act reads:

(d) Up..n adm ission of the S ta le  of A laska 
into the Union as herein provided, all of the 
Territorial laws then in force In the Territory 
o f A laska shall be and continue in full force 
and effect throughout said S ta le  except .is 
modified or changed by this Act, or by the 
constitution o f the State, or as thereafte' 
modified or changed by the legislature of the 
State. A ll of the laws of the United Stales 
shall have the same force and effect within 
said S tale as elsewhere w ithin the United 
States. As uc d in this paragraph, the term 
‘Territorial law s ’ includes (in addition to laws 
enacted by the Territorial Legislature of A la s­
ka) all law s or parts thereof enacted l>y the

sustained anil is not due any monies if the 
position of defendant is sustained.

8. This case is ripe for adjudication on 
the stipulated facts and issues and the 
parties .agree this stipulation shall consti­
tu te  cross-motions for summary judg­
ment.

9. The predicates which served as the 
A dm inistrator’s basis in adopting the 
challenged regulation were:

(A) The ’fluctuating work week’ is not 
applicable under the Alaska Act be­
cause,

(1) AS 23.05.160 requires an employ­
ee lo be told of his ’rate of pay’ a t  the 
time of hire and of any changes therein 
before payday; and

(2) AS 23.10.060 requires tha t em­
ployers have lo pay overtime for hours 
worked over eight (8) hours per day, 
even if less than forty (40) hours per 
week are worked, and this is to the 
employer's detrim ent.

Dresser presented two argum ents in sup­
port of its contention that 8 AAC 15.- 
100(dX3) is invalid. I t  asserted, first, that 
the definition of "regular rate of pay" in 
the federal regulations, which countenances 
use of the FWW, see note 1 supra, is bind­
ing ti|xin the S tate Wage and Hour Division 
under two statutory provisions section 8(d) 
of the Statehood A c t2 and the ska Wage 
and Hour Act itself, specifically ,*S 23.10.- 
0503 and AS 23.10.145.4 Second, Dresser

Congress the valid ity o f which is dependent 
solely upon the authority of the Congress lo 
provide for the government of A laska prior to 
llie  adm ission o f the S ta le  of A laska into the 
Union, and the term ‘ laws of the United 
States ’ includes all law s or parts thereof en­
acted by the Congress that ( 1)  apply to or 
within A la ska at the time of the adm ission of 
the State of A laska into the Union. (2) are 
not ‘Territorial laws' a s defined in this para 
graph, and (it) are not in conflict with any 
other provisions of this Act 

A la ska Statehood Act, I’ .L . 85 508. 5 8(d).

3. A S  23.10 .050 reads. In relevant part: " It  Is 
the public policy of the sta le to . . (2) sa fe­
guard existing minimum wage and overtime 
coiniK'ttsniion standards .

4. A S 23 .10 .14 5  reads:
Definitions. Terms used in §§ 50-150  of 

this chapter shall he defined, where applica-
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argued th a t even if the S tate  Wage and 
Hour Division was authorized to promul­
gate 28 AAC 15.100(dX3), the regulation is 
inconsistent with the sla te  Wage and Hour 
Act and unreasonable and arbitrary , and 
thus cannot withstand judicial review.

A. Carry-over o f  federa l law.
It is undisputed tha t the FWW is sanc­

tioned under federal wage and hour law. 
See Overnight Motor Trans/wrt Co., Inc. v. 
Missel, 316 U.S. 572, G2 S.Ct. 1216, 86 L.Ed. 
1682 (1942). Early federal regulations ?->e- 
cifically endorsed its use, under the provi­
sions defining "regular rate of pay.” 29 
C.F.R. 778.3 (1950).

Dresser asserts th a t this federal defini­
tion of "regular rale of pay” carried over 
into state law because no change in tha t 
definition was made by the state legisla­
ture. Pointing lo the section of the S tate­
hood Act which continued in full force and 
effect all Territorial laws except as modi­
fied or changed by the Statehood Act itself, 
by the sta te  constitution, or by the legisla­
ture of the new state, Dresser argues that 
coverage, meaning, and interpretation of 
the Alaska Act should parallel that of the 
Fair Labor Standards Act absent a clear 
legislative directive lo the contrary. Dress­
er's jK)sition seems lo In.* th a t although the 
sta le  can choose lo diverge from federal 
law in this area, it should only l>c able to do 
so by virtue of legislative enactm ent, and 
tha t in this action the burden is on the sta te  
to show tha t statutory provisions passed by 
the slate legislature mandated issuance of 
the regulation at issue. Otherwise, Dresser

hie, as they arc defined in the federal Fair 
L ib o r Standards Art of 103H. as amended, or 
the regulations adopted under it.

5. The language of section 8(d). see note 2 su ­
pra. ind icates that its prim ary concern was 
wil.'i " law s enacted by Congress."

C. See. e. p .. //me.irt/i e. Pfeifer, -4-13 l\2 d  39. 44 
(A laska 19G8) (“ What may be considered a just 
disposition of a d i:p u lr at one stage of history 
may not be the same at another stage, con­
sidering changing socia l, econom ic, and other 
conditions o f s o c ie ty .. . .  Thus, we hold under 
the principles we have discussed in ibis opinion 
that one m ay now maintain an action for negli­
gent m isrepresentation, even though that may 
not have been the case under the common law

contends;, the sta te  agency could not, merely 
bv issuing regulations, overrule the trea t­
ment of the FWW under fedcral/Territorial 
law, carried over into sta te  law by the 
Statehood Act.

[1] We tlo not find this argum ent per­
suasive. We think tha t the tex t of section 
8(d) of the Statehood Act made it clear that 
federal legislative enactm ents were lo be 
carrier! over unless overruled by the state 
constitution or the sta te  legislature.5 We 
do not in terpret it as having automatically 
incor|>oratod und maintained federal case 
law or, as Dresser argues, administrative 
law, unless and until changed by the legisla­
ture. This court has not held itself bound 
by federal judicial rulings entered prior to 
the date of statehood, regardless of whether 
or not the sla te  legislature has acted in a 
given area* We think it would be equally 
awkward lo hold sta le  agencies bound by 
federal regulations ex tan t its of statehood. 
Such a result would unduly restrict state 
agencies and inordinately burden the legis­
lature.

|2) Nor are we convinced th a t the terms 
of the Alaska Wage and Hour Act evince an 
intent to bind the S tate Wage and Hour 
Division to federal regulatory definitions. 
It is true that AS 23.10.050 manifests an 
intent lo safeguard "existing” minimum 
wage and overtime standards, but we can­
not give this the strained reading of having 
|>elrified wage and hour law as of the time 
of its enactm ent. T hat provision is an ex-

m years gone by .") , hi re Mnckuy, 41C l\2d  
82.1, 8.17 (A l.isk .i Ifl(VI) ("W e do not agree with 
the respondent's contention that there should 
be read into section 8(d) of the A laska S tate­
hood Act an intent lo  limit the row ers of the 
Supreme I'n un  of A laska Congress enn- 
not built Ibis court's power to discipline A la s ­
kan law yers either d irectly or by continuing in 
force the provision ol a territorial statute 
claim ed by the respondent tn have that e f­
fect,") . C l Sunn.i v. thicknlew. <129 P.2d 9G9 
(A laska 198 1) (prosecutor's non-sln iu lorily 
based p misc ol immunity in return for testi­
mony p. Hiding under A laska Constitution re­
gardless ol fed e '.d  rule).
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[3] Dresser’s; next argum ent is based 
upon AS 23.10 145, which indicates that 
“[t]erms used in [the Alaska Wage and 
Hour Act] shall be defined, where applica­
ble, as they are defined in the federal Fair 
Labor Standards Act of 1938, as amended, 
or the regulations adopted under it," On 
its face, this provision presents a strong 
indication th a t the federal definition of 
"regular rate of pay” is binding on the 
S ta te  Wage and Hours Division. However, 
two other sta tu tory  provisions undercut this 
position. AS 23.10.085(b) provides tha t the 
s ta te  regulations to be issued by the Wage 
and Hour Division “may ..  . define terms 
used in [the Alaska Wage and Hour Act.]”; 7 
and AS 23.10.095 provides tha t the state 
Commissioner of Labor "may adopt regula­
tions and interpretations which arc made by 
the adm inistrator of the W age and Hour 
Division of the federal Department of La-

7. A S  23.10.085 reads;
Scope o f  administrative regulations, (a) 

The director may issue, amend or rescind 
such adm inislralive regulations not inconsist­
ent with the purposes and provisions of 
§§ 50-150 of this chapter which are neces­
sary for the adm inistration o f §§ 50 -150  of 
this chapter.

(b) The regulations m ay. without limiting 
the generality of (a) o f this section, define 
terms used in §§ 50-150  o f this chapter, and 
the restriction or prohibition o f industrial 
homework or of the other acts or practices 
which the director finds appropriate lo  carry 
out the purpose of §§ 50 -150  o f this chapter, 
or to prevent the circumvention or evasion of 
§§ 50-150 o f this chapter.

(c) The regulations may permit deductions 
by an employer from the minimum wage 
applicable under §§ 50 150 o f this chapter to 
his employees for the reasonable cost, as 
determined by the director on an occupation 
basis , o f furnishing board or lodging if board 
or lodging is customarily furnished by the 
employer and used by the employee.

8. A s 23.I0.D95 reads:
Adoption o f  federal regulations. The com ­
m issioner m ay adopt regulations ond inter­
pretations which arc made by the adm inistra­
tor o f the W age and Hour Division of the 
federal Department of L ib o r and which are 
not inconsistent w ith §§ 50 -150  of this chap­
ter.

bor anu which are not inconsistent with [the 
Alaska Wage and Hour A ct]."8

We must in terpret the statu tory  scheme 
as a whole and in such a way that separate 
provisions do not conflict.* Here, we agree 
with the sta te 's  argum ent th a t AS 23.10.145 
directs the courts to apply federal regula­
tory definitions "where applicable," and 
tha t such definitions are "applicable" only 
when tne sta te  director of the Wage and 
Hour Division and the Commissioner of La­
bor have refrained from defining terms in 
the sta te  regulations, pursuant to their dis­
cretionary authority under AS 23.10.085 and 
23.10.095.10 We reject Dresser’s contention 
tha t AS 23.10.145 is a mandatory directive 
lo both courts and agencies, to be overruled 
only by the legislature. Such an interpreta­
tion would substantially nullify AS 23.10.- 
085 and 23.10.095.

[4] For the ubDve reasons, we conclude 
that the Director was authorized to promul­
gate 8 AAC 15.100;dX3).

9. See In re Estate o f  Hutchinson. 577 P.2d 
1074, 1075 (A laska 1978); State v. City o f  An­
chorage. 5 13  P.2d ,1104 , 1 1 1 0  (A laska 1973).

10 . This interpretation is consistent with our 
ruling in McGinnis v. Stevens, 543 P.2U 12 2 1 , 
1238 39 (A laska 1975), wnerc we held that a 
prison inmate w as nor entitled to the minimum! 
wage for institutional jobs. W e relied partially 
on AS 23.I0.0C5:

A S 2 3 .10  065 is based on the federal Fair 
L ib o r  Standards Act of 1938 nnd the terms 
used in the A laska statute are defined In the 
same w ay  as in the federal act. A prisoner is 
not an ’em p loyee' o f the s la te  under the fed­
eral act, and therefore is not so by virtue of 
AS 2 3 .10.0C5. Moreover, even  were we to 
regard the inmates here as employees, state 
employees are excluded , by virtue of A S  23.* 
10.055(5), from the operation of the statute, 
f in a lly , the leg islative history indicates that 
Congress did not intend the Fa ir l-abor S tan ­
dards Act to cover prisoners, and we find no 
indication that the slate statute w as not 
meant to have parallel ’non-coverage.' We 
simply cannot say that the distinction be­
tween prisoners in institutions and free citi­
zens on the labor market is suspect.

Id. (footnotes omitted). McGinnis did not in- 
'•olve a sta le  regulation exp lic itly rejecting the 
I'L SA  rule on prisoners, however, so our app li­
cation o f the federal definition there w as in 
accordance with our present holding.
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B. Validity o f S AAC 15.100(dX3).
The parties have attem pted to stipulate 

to two m atters affecting the s c o jh .* of this 
court’s review: (1) th a t 8 AAC 15.100(d)(3) 
is an interpretative regulation, and thus 
subject to review under the independent 
judgm ent standard; and (2) th a t the sole 
statu tory  provisions which form the basis 
for the regulation are AS 23.05.160 and AS 
23.10.0C0.

[5] Although the parties' efforts toward 
simplifying the issues in a case are always 
appreciated, stipulations as to the law are 
not binding u|K>n the court. "Counsel . . .  
may agree as to the facts, but they cannot 
control this court by stipulation as to the 
sole or any question of law to be deter­
mined under them." San Francisco Lorn- 
her Co. v. Bibb, 139 Cal. 325, 73 P. 864, 865 
(1903)." This rule regarding stipulations of 
law is particularly appropriate where, as 
here, the case involves a m atter of public 
|K)licy. See genera lly  Annol., 92 A.L.R. 663, 
6G6 (1934). We think these considerations 
require us to look beyond the parlies' stipu­
lation in our analysis of the applicable law.

[6] We conclude tha t the regulation 
here is "quasi-legislative". In K e lly  v. Za~ 
marcllo, 486 P.,°d 906, 909-11 (Alaska 1971) 
(footnotes omitted), we distinguished. be­
tween quasi-legislative and interpretative 
rule-making:

Professor Davis characterizes the differ­
ence in judicial attitude toward certain 
administrative rules as n distinction be­
tween 'legislative regulations' and 'in te r­
pretative regulations.’ He has defined 
'legislative rule’ as The product of an 
exercise of legislative power by an ad­
ministrative agency, pursuant to a gran t 
of legislative power by the legislative 
body.’ 'In terpreta tive rules,' he states, 
'are rules which do not rest u|M>n a legis­
lative g ran t of txiwer (whether explicit or 
inexplicit) to the agency to make law.’ 
The distinction is not always easy to

1 1 . See a lso Anchorage v. Geber. 592 P.2d 1 187, 
1 1 9 1 - 92  & 1 192 n.S (A laska 1979). where we 
overruled as " ill ad v ised " that (xirtiun o f Lay- 
land v. S ta le , 535 P.2d 1043 (A laska 1975) sug- 
gosling that parties' concessions regarding in­

draw, since as Davis points out, ‘Interpre­
tative rules sometimes rest upon statuto­
ry authority  to issue them. • • • '

(T]he distinction between legislative and 
in terpretative rule-making is a helpful 
one when reviewing regulations adopted 
by sta te  adm inistrative agencies. We 
hold, therefore, that wher. a regulation 
h:us Iteen adopted under a delegation of 
authority from the legislature to the ad­
ministrative agency to form ulate policies 
and lo act in the place of the legislature, 
we should not examine the content of the 
regulation to jutlge its wisdom, but 
should exercise a sco|>e of review not 
unlike tha t exercised with respect to a 
statute.

Thus, where an administrative regula­
tion h:us Iteen adopted in accordance with 
the procedures set forth in the Adminis­
trative Procedure Act, and it apjieara 
that the legislature has intended to com­
mit to the agency discretion 'a. to the 
particular m atter tha t forms the subject 
of Lhe regulation, we will review the reg­
ulation in the following manner: First, 
we will ascertain whether the regulation 
is consistent with nnd reasonably neces­
sary lo carry out the puqxtscs of the 
statu tory  provisions conferring rule-mak­
ing authority on the agency. This aspect 
of review insures tha t the agency has not 
exceeded the power delegated by the leg­
islature. Second, we will determine 
whether the regulation is reasonable and 
not arbitrary. This la tte r inquiry is prop­
er in the review of tiny legislative enact­
ment.

We think it clear tha t AS 23.10.085 and 
23.10.095 "  constitute it delegation of au­
thority from the legislature to the agency 
lo formulate |x>licies, leuving to the agen­
cy's discretion the issue whether federal 
definitions of "regular rate of pay" and

terprelatlons of law  are binding upon the 
courts.

12 . See m iles 7 nnd 8 supra.



“ p  PI

‘Inberprc- 
a alatuto-

lalive and 
a helpful 

is adopted 
ciea. We 
regulation 
-gation o t 
to  the ad- 
te  |>olicies 
•gislature, 
cu t of the 
lr>m, but 
view not 
* ;ct to a

c  rcgula- 
vncc w ith  
Adminis- 
appcars 

\ to  com- 
s  to  the 
. subject 
the  rcg- 

F irst, 
•jrulation 
y  neccs- 
. of the 
jlc-muU- 
^  asj>ect 
h as no t 
th e  leg*
t c r n a in c  
.hie and
w prop*
; enact-

,75 and 
or au- 
agency 
. agcn- 
fedcral 
v" and

•on lhe

DRESSER INDUS, v. ALASKA DEI*T. OF LABOR
Cite »s, A laska, 633 P.2d 9SB

Alaska 1005

other term s can be applied consistently with 
Alaska’s Wage and Hour AcL Thus, we 
hold th a t the “reasonable and not arbi­
trary" test is applicable.

[7] The parties stipulated to the sjiecific 
statutory provisions upon which the sta te  
relies to justify  the regulation. These are 
AS 23.05.160,15 which requires that an em­
ployee be informed of his ra te  of pay a t the 
time of hiring and of any change in tha t 
rate on the payday prior to the change, and 
AS 23.10.060," which requires the one and 
one-half overtime ra te  not only for hours 
worked over forty per week, but also for 
hours worked over eight per day.

Dresser argues tha t 8 AAC 16.100(d)(3) 
furthers neither of these sta tu tory  provi­
sions; and indeed, our assessment of the 
parties’ argum ents indicates that the regu­
lation is related only tenuously, if a t  all, to 
these provisions. However, the sta te ’s brief 
argues th a t the regulation is grounded in 
policy considerations beyond those con­
tained in the two statu tes. Although 
Dresser argues that this disregard of the 
stipulation is improper, we have concluded 
for the reasons noted above tha t the stipu­
lation is not binding ujxtn this court. In 
another case in which the parlies had a t­
tempted to stipulate to the purpose of a 
legislative enactm ent, the New York Court 
of Appeals noted:

We are not bound by stipulations in 
respect of the purpose of legislation. 
Laws are not to be declared invalid upon 
the consent of parties. We must deter­
mine their purpose and tendency for our­
selves.

E. Fougcra & Co., Inc. v. City o f  Few  York, 
224 N.E. 269, 120 N.E. G42, 643 (1913).

13 . A s 23 .05 .ICO reads:
Notice o f  wage payments. An employer 

shall notify his employee in writing at the 
time of hiring o f the day and place o f pay­
ment. and the rate o f p ay , and o f any change 
with respect to these ittm s on the pay day 
before the time of change. An employer may 
give this notice by posting a statement of the 
facts, and keeping it posted conspicuously at 
or near the p lace of work where the state­
ment can be seen by each employee as he 
comes or goes to his p lace o f work.

14 . The app licab le portion o f AS 23.I0.0G0 
reads:

The public j>olicy underlying the Alaska 
statu tory  scheme is given as follows in AS 
23.10.050:

Public Policy. I t  is the public policy of 
the sta te  to

(1) establish minimum wage and over­
time compensation standards for workers 
a t levels consistent with their health, effi­
ciency and general well-being, and

(2) safeguard existing minimum wage 
and overtime compensation standards 
which are  adequate to maintain the 
health, efficiency and general well-being 
of workers against the unfair competition 
of wage and hour standards which do not 
provide adequate standards of living.

On the basis of these policy pronounce­
ments, the sta le  argues tha t the basic con­
cern of the legislature was protection of the 
worker's well-being against unfair wage 
itnd hour standards, and th a t this concern is 
of particular importance in Alaska, where 
the cost of living is higher than in other 
states. The sta te  also argues th a t prohibit­
ing the FWW would be to the worker's 
advantage, anti cites the present case as an 
illustration: claimant Woody would be enti­
tled to $3,956.76 if the regulation were up­
held.

More sjteeifically, the sta te  argues th a t us 
the nurnlter of hours worked in a particular 
week increases, the "rcgulur ra te  of pay" 
decreases; its the "regular ra te" decreases, 
the resultant "overtime rate" decreases; 
and thus the effect of allowing the FWW is 
counter-productive to the stated purposes of 
the Act. The sta te  insists, further, tha t the 

|  FWW makes it financially advantageous

Payment fo r  overtime. No employer who 
employs em ployees engaged in commerce, or 
other business, or in the production o f goods 
or m ateria ls in A la ska m ay em ploy an em ­
ployee not acting in a supervisory capacity , 
either male or female for a w orkweek longer 
than 40 hours or for more than eight hours a 
day . except that if the employer finds It nec­
essary to employ an employee in excess of 40 
hours a week or eight hours a day . compen­
sation for the overtim e at the rate of one and 
one-half tim es the regular rate o f pay shall be 
paid, and this provision is considered includ­
ed in all contracts o f employment.
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for an employer to hire an employee lo 
work long overtime hours rather than to 
hire more workers, contrary to one pur|>ose 
of the overtime provision, which was to 
force employers to spread employment by 
hiring more persons.15

We are persuaded th a t the s ta te ’s posi­
tion is correct Under a standard hourly 
wage salary, as a worker’s overtime hours 
increase, the average hourly wage increas­
es. Under the FWW, as a worker’s over­
tim e hours increase, the average hourly 
wage decrease.;. This contravenes the poli­
cies of requiring increased overtime com­
pensation and promoting the spreading of 
employment.

Thus, we m ust conclude tha t the regula­
tion’s definition of "regular rate of pay” so 
as to  exclude use of the F'VVW is consistent 
w ith, and reasonably necessary to carry out, 
the purposes of the relevant statutory nro- 
v is io n a /T h e  regulation does not exceed the 
power delegated by the leg isla tu re^  Fur- 

" Lliur, b AAC l.f>.100(d)(3) is a reasonable and 
non-arbitrary method of furthering the 
sU jj^ g ls jx d ic ie sJ^^ ^ ^

Dresser raises several collateral argu­
m ents concerning the regulation's prohibi­
tion of the “ Belo" pay plan, see Waiting v. 
A .H . Belo Corp., 316 U.S. 624, 62 S.Ct. 1223, 
86 L.Ed. 1716 (1942); 29 U.S.C.A. § 207(f), 
and the permissibility of piece-work and 
commission pay plans. The validity of 
these provisions is not before us, and we 
|>erceive no inconsistency so b latant as to 
render the prohibition of the FWW unrea­
sonable or arb itrary.

The judgm ent of the superior court is 
AFFIRM ED.

David LEUCH, Appellant,

v .

STATE of Alaska, Appellee. 

No. 5255.

Supreme Court of Alaska. 

Sept. 25, 1981.

Defendant was convicted, pursuant to 
guilty pleas, before the Superior Court, 
Fourth Judicial District, Fairbanks, James 
R. Blair, J„ of two counts of grand larceny, 
and he appealed sentence. The Supreme 
Court, Rabinowitz, C. J., held that: (1) 
where an offense is against only property, 
involving no physical threats or violence, 
where it is the offender's first felony con­
viction, and where there is no background 

f unsuccessful paroles or probations which 
oultl indicate th a t probation is unsuitable 

Ito protect the public, to deter the offender, 
an«l to further his rehabilitative process, 
probation, coupled with restitution, is the 
appropriate sentence unless other factors 
militate against it, and (2 ) concurrent sen­
tences of eight years with four suspended 
was excessive nnd upon remand defendant 
should receive concurrent sentences which, 
including any |>eriod of sus|>ension and pro­
bation, (lid not exceed five years in total 
length.

Sentence reversed and remanded.

Matthews, J., dissented and filed opin­
ion in which Burke, J., joined.

15 . The United S ta les Supr?me Court has re­
peatedly emphasized this point. In Ba.v fl/dge 
O p rr jlin fi Co. v. Aaron, 334 U .S . 4-If). -ICO, OR
S .C t. 118 0 , 1194  , 92 L .Ed . 1502, 151-1 (1948), 
the Court sa id . "The purpose w as to compen­
sa te ’.hose who labored in excess of the statuto­
ry' maximum number o f hours for the wear and 
tear of extra work and to spread employment

1. Criminal Law c=»986.2(l)
Absent a conviction, an indictment .'s 

absolutely no evidence of guilty conduct.

through inducing employers to shorten hours 
because of the pressure of extra co st."

16. The parties have not addressed, and we ex ­
press no opinion concerning, the question 
whether there may be any conflict between 8 
AAC 15 100(d)(3) and AS 23 10.060(17) and 
(18), enacted in ch. 3 1 . ft I , SLA  1980.
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T E S T I M O N Y

M y  n a m e  is J o h n  M a r t i n ,  I am the A l a s k a  ar ea  m a n a g e r  for 

D r e s s e r  At la s,  a d i v i s i o n  of D r e s s e r  I n d u s t r i e s .  I h a v e  p r e v i o u s l y  

t e s t i f i e d  on HB 2,13. I am t h e r e f o r e  f u r n i s h i n g  you w i t h  my e a r l i e r  

t e s t i m o n y  and a c o p y  of R e g i s t e r  68 and w i l l  k e e p  my p r e s e n t  

t e s t i m o n y  as s hor t as p o s s i b l e .

R e c e n t l y  s e v e r a l  net^spaper a r t i c l e s  h a v e  s u r f a c e d  c o n c e r n i n g  HB 

223. It a p p e a r s  o p p o n e n t s  of the bill  s t r o n g l y  s ug ge st  that s o m e h o w  

e m p l o y e e s  ha v e b e e n  m i s l e d  a n d / o r  c h e a t e d  on w a g e  r e m u n e r a t i o n .  

N o w h e r e  has th ere  t e e n  m e n t i o n  of the s u b s t a n t i a l  a d d i t i o n a l  

c o m p e n s a t i o n  pa id  to e m p l o y e e s  by my c o m p a n y ,  and o t he r s,  in 

a d d i t i o n  to b a s i c  w a g e s  u n d e r  the FWW  p la n; for exa mp le , A l a s k a  

A l l o w a n c e  or C . O . L . A . ,  Is ol at ed  L o c a t i o n  A l l o w a n c e ,  and the fact 

that e m p l o y e e s  w o r k i n g  u n d e r  the FW W p l a n  w e r e  pai d for o f f - w o r k  

we e k s .  T h i s  a d d i t i o n a l  c o m p e n s a t i o n  m a d e  up for an y  d e f i c i t s  

c o m p a r e d  to s t r a i g h t  time and half o v e r t i m e .  Th e b o t t o m  line 

c o n c e r n i n g  w a g e s  is that the e m p l o y e e s  w e r e  pa id  well. For e x a m p l e ,  

in 1981 our  a v e r a g e  o p e r a t o r  ma de  $ 6 0 , 6 7 8 ,  and a s e n i o r  o p e r a t o r  

a v e r a g e d  $ 6 7 ,8 29 . T h e  new s y s t e m  does  not i n c r e a s e  total w a g e  

c o m p e n s a t i o n .

M o s t  of the c o m p a n i e s  i n v o l v e d  w i t h  this p r o b l e m  ar e oil and 

gas  s e r v i c e  c o m p a n i e s .  M a n y  p e o p l e  p e r c e i v e  these s e r v i c e  c o m p a n i e s  

as b e i n g  on the same  level as oil c o m p a n i e s .  T hi s is a far c r y  from 

r e a li ty . O u r  b u s i n e s s e s  ar e e x t r e m e l y  c o m p e t i t i v e  and t o t a l l y  

d e p e n d e n t  on oil c o m p a n i e s  for our  l i v e l i h o o d s .



B e i n g  s u c c e s s f u l  in the s e r v i c e  c o m p a n y  b u s i n e s s ,  as the nam e 

s u g g e s t s ,  m e a n s  o f f e r i n g  h i g h  q ual it y, e x p e d i e n t  se rvi ce . Y o u  not 

o n l y  ne e d h i g h l y  r e f i n e d  t e c h n i c a l  e q u i p m e n t  but m o r e  i m p o r t a n t l y ,  

go o d p e o p l e  in y o u r  e m p l o y m e n t .  As mo s t b u s i n e s s m e n  know, d e d i c a t e d  

e m p l o y e e s  are the p r i m a r y  ke y  to b ei ng  s u c c e s s f u l  in the s u p p l y  and 

d e m a n d  s e r v i c e  m a r k e t  place. I h a v e  b e e n  w i t h  D r e s s e r  A t l a s  for 15 

y e a r s  and d u r i n g  that time I ha v e a l w a y s  o b s e r v e d  and p r a c t i c e d  this 

r u d i m e n t a r y  b u s i n e s s  p h i l o s o p h y .  Th e s u c c e s s  of this p h i l o s o p h y  is 

i n d i c a t e d  by the fact that my firm, in A l a s k a ,  has had an d r e m a i n s  

to have, the lo w e st  t u r n o v e r  of h o u r l y  w o r k e r s  in all of our 

c o m p a n y ' s  N o r t h  A m e r i c a n  o p e r a t i o n s .  Th is  was true w h e n  the c o m p a n y  

p a i d  its e m p l o y e e s  u n d e r  a FWW plan.

To m a i n t a i n  this p o s i t i o n  we k n o w  we m u s t  c o n t i n u e  to e m p l o y  

the fi ne st  p e o p l e  the i n d u s t r y  has to offer. If w o fe)t we had ev er  

m i s l e d  or not paid our  e m p l o y e e s  fai rl y we w o u l d  not be here, 

b e c a u s e  we w o u l d  h a v e  c o r r e c t e d  the p r o b l e m .  W e  are h e r e  b e c a u s e

D.O .L . a d o p t e d  a r e g u l a t i o n  w i t h o u t  t e l l i n g  the i n d u s t r y  in a d v a n c e ,  

and b e c a u s e  s e ve r al  e m p l o y e e s  saw this as an o p p o r t u n i t y  to c o l l e c t  

a g re at  deal of mon ey , in a d d i t i o n  to t hei r o r i g i n a l  fair 

c o m p e n s a t i o n .

T h e r e  has been a lot of d i s c u s s i o n  as to why c o m p a n i e s  did not 

c h a n g e  pay p l a n s  w h e n  the w a g e  and h ou r a d m i n i s t r a t i o n  b a n n e d  the 

FWW. It is simp le!  Th e i n d u s t r y  did not k n o w  it wa s b a n n e d  un til 

D r e s s e r  had b e e n  sued by the D.O.L. on b e h a l f  of Mr. C l y d e  Wo o dy .

It wa s d e t e r m i n e d  to test the v a l i d i t y  of the r e g u l a t i o n .  W h e n  

the S u p r e m e  C o u r t  f i n a l l y  d e t e r m i n e d ,  a f t e r  se v e r a l  yea rs,  that the 

r e g u l a t i o n  was valid, the c o m p a n i e s  c h a n g e d  t he ir long time i n d u s t r y

- 2 - ,



a c c e p t e d  m e t h o d  of p a y i n g  h o u r l y  w o r k e r s .  It wa s not u nti l ea c h 

c o m p a n y  c h a n g e d  pa y  p l a n s  that they w e r e  i ss u e d  c la ss  a c t i o n  law 

suits.

As a m a t t e r  of goo d b u s i n e s s  p r a c t i c e  it was  on ly  p r u d e n t  to 

test the v a l i d i t y  of tiie W o o d y  ca s e in p r o v i n g  w h e t h e r  the D.O.L. 

c o u l d  a c t u a l l y  p r o m u l g a t e  such a p o w e r f u l  r e g u l a t i o n .  A r e g u l a t i o n  

that c h a n g e d  the i n d u s t r y ' s  a c c e p t e d  w a y  of d o i n g  b u s i n e s s  that was 

us ed  in all of the U n i t e d  S t a t e s  and a p p r o v e d  by the F e d e r a l  Fair 

L a b o r  and S t a n d a r d s  Act. It a p p e a r e d  tha t su c h a d r a m a t i c  c h a n g e  

c o n c e r i n g  s o m e t h i n g  as i m p o r t a n t  as a p e r s o n ' s  wag es , sh ou l d  be the 

r e s p o n s i b i l i t y  of the s t a t e ' s  l e g i s l a t u r e .

If this bill fails, it m e a n s  m a n y  p a s t  and p r e s e n t  e m p l o y e e s  

wi ll  r e c e i v e  o v e r t i m e  c o m p e n s a t i o n ,  w h i c h  is r e q u i r e d  to be d o u b l e d  

by law a b o v e  w h a t  wa s  p l a n n e d  an d e x p e c t e d  by e m p l o y e r  and 

e m p l o y e e .

On the n e g a t i v e  side, it w il l m e a n  c a t a s t r o p h i c  f i n a n c i a l  

j e o p a r d y  for the i n d i v i d u a l  c o m p a n i e s  and s u b s e q u e n t  c o s t s  to the 

s t at e and p u b l i c  c o n s u m e r s .  M o n e y  pa i d to s e v e r a l  h u n d r e d  c l a i m a n t s  

and their law firm  will not be a v a i l a b l e  for i n d u s t r y  e x p a n s i o n ,  and 

this is w h a t  p r o d u c e s  j o b s .

If a s tu dy had p o i n t e d  out why the FWW sh ou ld  be baniw i and a 

d i a l o g u e  had taken p l a c e  b e t w e e n  D.O.L. and i n d u s t r y  c o n c e r n r g  this 

r e g u l a t i o n ,  none  of us w o u ld  be t r o u b l e d  w i t h  this p r o b l e m .  Mr. 

W i l s o n  said y e s t e r d a y  that D.O.L. had b e g u n  t h i n ki ng  a bo ut  

p r o h i b i t i n g  FWW p l a n s  long b e f o r e  the r e g u l a t i o n  was ad op t e d .  I 

w o u l d  r e s p e c t f u l l y  ask: W h y  d i d n ' t  he i n f o r m  a f f e c t e d  e m p l o y e r s

that this w a s b e i n g  c o n s i d e r e d ,  and ask for t h e i r  c o m m e n t s ?  Mr.



W i l s o n  al s o said that he had no idea w h a t  the im pa ct w o u l d  be on 

e m p l o y e r s .  He  c o u l d  h a v e  d i s c o v e r d  this by a s k i n g  c o m p a n i e s  w i t h  

FW W  plans. W h y  d i d n ' t  he do this?

As an e x a m p l e ,  I t h i n k  the c u r r e n t  l e g i s l a t i v e  bi l l d e a l i n g  

w i t h  the " R i g h t  to K n o w "  of e m p l o y e e s  c o n c e r n i n g  h a z a r d o u s  or t o x ic  

m a t e r i a l s  is a s t e r l i n g  e x a m p l e  of h o w  p r o p o s e d  c h a n g e s  in the law

sh o u l d  be p u b l i c i z e d  w i t h i n  our  state. No m a t t e r  w h a t  the o u t c o m e

of this l e g i s l a t i o n ,  g o v e r n m e n t ,  b u s i n e s s  and the p u b l i c  are  

c o g n i z a n t  of the p r o p o s e d  ch ang es , and t h e r e f o r e  will  h a v e  the

c h a n c e  to c o m e  fo r w a r d  and s up po rt  or o p p o s e  them.

Y e s t e r d a y ,  a f t e r  l i s t e n i n g  to Mr. W i l s o n ' s  t e s t i m o n y ,  se v e r a l  

i te ms s u r f a c e d  w h i c h  I feel need to be a d d r e s s e d .  He st at e d  that in

1977 the D. O .L .  had a p e n d i n g  c l a i m  a g a i n s t  D r e s s e r .  It w a s

w i t h d r a w n  due to t h e n - A t t o r n e y  G e n e r a l  A v r u m  Gross' o p i n i o n  on the 

Do w e l l  case. D r e s s e r  k n e w  n o t h i n g  of this claim, and if we had it 

w o u l d  h a v e  d r a w n  o u r  a t t e n t i o n  to the D e p a r t m e n t ' s  pla ns . But we 

w e r e  n e v e r  i n f o r m e d  by D.O.L.. of suc h a claim. C o m m u n i c a t i o n  

b e t w e e n  g o v e r n m e n t  and b u s i n e s s  was d e f i n i t e l y  lacking.

Se c o n d ,  Mr. W i l s o n  t e s t i f i e d  that t y p i c a l l y  the D .O . L .  k e ep s 

li st s of i n t e r e s t e d  p a r t i e s  and se nds  n o t i c e s  and p r o p o s e d  

r e g u l a t i o n s  to them. He said that if the C o m m i t t e e  c h e c k e d  R e g i s t e r  

6 8 , it w o u l d  find a list of n a m e s  of th os e to w h o m  n o t i c e  of the 

p r o p o s e d  r e g u l a t i o n  w o u l d  ha v e b e e n  sent. Mr. W i l s o n  al s o said that

he did not r e m e m b e r  h o w  m a n y  p e o p l e  a t t e n d e d  the three h e a r i n g s .

Y e s t e r d a y  we v i s i t e d  the Lt. G o v e r n o r ' s  o f f i c e  w h e r e  the r e c o r d s  are 

k e p t  for s a f e k e e p i n g ,  and o b t a i n e d  a co p y of the c o m p l e t e  r ec o r d  

filed in R e g i s t e r  G 8 , i n v o l v i n g  a d o p t i o n  of this r e g u l a t i o n .  I 

w o u l d  like to h a v e  this a part of the reco rd . In a d d i t i o n ,  I am



p r o v i d i n g  a c o p y  of a l e t t e r  from  C o m m i s s i o n e r  R o b i s o n  to C h a i r m a n  

B u s s e l l  w i t h  c e r t a i n  a t t a c h m e n t s .  O u r  r e v i e w  i n d i c a t e s  an a f f i d a v i t  

by Mr. W i l s o n  i n d i c a t i n g  that he h e l d  one h e a r i n g  in A n c h o r a g e  on 

S e p t e m b e r  15, 1978. T h e r e  is no s i m i l a r  a f f i d a v i t  r e f e r r i n g  to 

o t h e r  h e a r i n g s ,  and the h e a r i n g  n o t i c e  r e f e r s  to only  one h e a r i n g  in 

A n c h o r a g e .  C o m m i s s i o n e r  R o b i s o n ,  in item No. 4, says that the 

h e a r i n g  n o t e s  i n d i c a t e  that no one a p p e a r e d  to te sti fy . A  co py  of 

the e m p t y  r o s t e r  wa s  fo und in R e g i s t e r  68. N o b o d y  a p p e a r e d  b e c a u s e  

n o b o d y  wa s a w a r e  that the D. O.L . p r o p o s e d  to b a n  FWWI

M y . W i l s o n  a l s o  st at e d  that a h e a r i n g  wa s held in sp ri ng  of 

1983 on sem e p r o p o s e d  D. O. L.  r e g u l a t i o n s  and no one sho we d up. He 

s t a t e d  that he s u b s e q u e n t l y  read the p r o p o s e d  r e g u l a t i o n s  and did 

not  like th em  h i m s e l f ,  and si nce  th ere  w a s  no t e s t i m o n y  f ro m 

i n t e r e s t e d  p a r t i e s ,  he did not p r o m u l g a t e  the r e g u l a t i o n s .  Th is  is 

n o t c o n s i s t e n t  w i t h  his or the d e p a r t m e n t ' s  a c t i o n  in 1978. Why 

w e r e  the 1978 r e g u l a t i o n s  not tab le d a n d / o r  the a f f e c t e d  c o m p a n i e s  

n o t i f i e d  as w a s  d o n e  in 19 83? A lac k of c o n s i s t e n c y  is a pp ar en t.

Mr. W i l s o n  a l s o  st a t e d  that out of c o u r t e s y  he p e r s o n a l l y  w r o t e  

l e t t e r s  to D o w e l l  in Ke n a i ,  D r e s s e r  \tlas in K en ai  and hand 

d e l i v e r e d  a l e t t e r  to O t i s  in A n c h o r a g e  i n f o r m i n g  th em  of the 

p r o m u l g a t e d  r e g u l a t i o n s .  D r e s s e r  At l as , for one, did not r e c e i v e  

an y  su c h letter, as Mr. B u r di ck , the K e n a i  m a n a g e r  t e s t i f i e d  at the 

e a r l i e r  h e a r in g.  Mr. B u r d i c k  is w e l l  k n o w n  for his a b i l i t y  to be 

a w a r e  of e x p l i c i t  d e t a i l s  c o n c e r n i n g  h is  b u s i n e s s .  I k n o w  from 6 

y ear s' e x p e r i e n c e  m a n a g i n g  Mr. B u r d i c k  that if the Kenai d i s t r i c t  

hod r e c e i v e d  a l e t t e r  fro m Mr. W i l s o n ,  D r e s s e r  A t l a s  w o u l d  have  

k n o w n  a b o ut  it. It is al so  c u r i o u s  that D r e s s e r  in A n c h o r a g e



was  not n o t i f i e d ,  s i n c e  we h a v e  m a i n t a i n e d  C e n t r a l  M a n a g e m e n t  th ere 

for 15 years.

It is i n t e r e s t i n g  too that D o w e l l  and O t i s ' s  r e c o r d s  do not 

r e f l e c t  n o t i f i c a t i o n ,  a l t h o u g h  they w e r e  a l l e g e d l y  n o t i f i e d .  A n y  

n o t i c e  to D o w e l l  and O t i s  w o u l d  h a v e  b e e n  u n n e c e s s a r y  an y w a y ,  s in ce  

they  had p r e v i o u s l y  c h a n g e d  to a d i f f e r e n t  p a y  plan. Bu t  I q u e s t i o n  

w h y  S c h l u m b e r g e r  and o t h e r s  u s i n g  F W W  p l a n s  w e r e  not n o t i f i e d .  It 

is w i d e l y  k n o w n  for e x a m p l e ,  that S c h l u m b e r g e r  wa s the l a r g e s t  and 

m a j o r  u s e r  of the FWW  s y s t e m  in A l a s k a ,  and thus w o u l d  be

s u b s t a n t i a l l y  a f f e c t e d .  N o t i c e  of the a d o p t i o n  of the r e g u l a t i o n ,

w h i l e  it w o u l d  h a v e  b e e n  u se fu l, w o u l d  h a v e  b e e n  no s u b s t i t u t e  fo r 

g i v i n g  the i n d u s t r y  f a i r  n o t i c e  of the r e g u l a t i o n  b e f o r e  it wa s 

a d o pt ed . T h a t ' s  w h e n  we  n ee d e d  to k no w, not  a f t e r  the fact.

I c a n n o t  h e l p  but q u e s t i o n  w h e t h e r  p r o p e r  c o m m u n i c a t i o n  from

st ar t to f i n i s h  of this r e g u l a t i o n  a c t u a l l y  took pl ace.

I s t r o n g l y  u r g e  this c o m m i t t e e  to p a s s  this bill on to the 

H o u s e  f l o o r  for a full b o d y  vote. A p o s i t i v e  vote  w il l do m u c h  to 

e n c o u r a g e  an i m p r o v e d  long term w o r k i n g  r e l a t i o n s h i p  b e t w e e n  

b u s i n e s s  and ou r s t a t e  a g e n i c e s .  At the s a m e  time, no m a t t e r  h o w  we 

feel a bo ut  h o w  it was done, the D. O.L . w i l l  h av e a c c o m p l i s h e d  t h ei r 

o b j e c t i v e  of h a v i n g  the FWW b a n n e d  f r o m  Al a s k a .

At a time of d e c l i n i n g  st ate  r e v e n u e s  the s tat e s ho u l d  be 

l o o k i n g  for a v e n u e s  to e n c o u r a g e  and w o r k  w i t h  b u s i n e s s e s  so that 

t o g e t h e r  we m a y  f o s t e r  long term jobs and s u b s e q u e n t  b e n e f i t s  for 

r e s i d e n t s  of the S t a t e  of Al as ka . P a s s a g e  of MB 223 w i l l  do m u c h  to 

p r o m o t e  this p o s i t i v e  w o r k  a t m o s p h e r e .



I w o u l d  like to t h a n k  the L a b or  and C o m m e r c e  C o m m i t t e e  for this 

o p p o r t u n i t y  to t es tif y.  I will do my best to a n s w e r  y o u r  

q u e s t i o n s .

- 7 -
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T h o m a s  A. S o f o  A f  
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  t h i s  o f f i c e  f o r  a n  o p i n i o n  o n  t h e  c o n s t i ­

t u t i o n a l i t y  o f  H B  223. T h a t  b i l l  i n  t h e  f o r m  i n  w h i c h  i t  
w a s  o r i g i n a l l y  i n t r o d u c e d  p r o h i b i t e d  c e r t a i n  m e t h o d s  f o r  
p a y m e n t  o f  o v e r t i m e  w h i l e  e x c u s i n g  e m p l o y e r s  f r o m  t h e  
p a y m e n t  o f  l i q u i d a t e d  d a m a g e s  f o r  g o o d  f a i t h  v i o l a t i o n s  o f  

o v e r t i m e  p a y m e n t  p r o v i s i o n s  as  w e l l  a s  o t h e r  e m p l o y e r  
o m i s s i o n s  u n d e r  A S  2 3 . 1 0 .  T h e  r e c e n t  c o m m i t t e e  s u b s t i t u t e ,
C S H B  223  ( J u d i c i a r y ) , d i f f e r s  m a i n i y  i n  i t s  o m i s s i o n  o f
a d d i n g  t h e  p r o h i b i t i o n  f o r  c e r t a i n  m e t h o d s  o f  p a y m e n t  o f

o v e r t i m e  t o  t h e  s t a t u t e s  t h e m s e l v e s .  T h e  c o m m i t t e e
s u b s t i t u t e  s e e m s  c o n t e n t  t o  r e f e r  t o  t h e  r e g u l a t i o n s ,  8 A A C

1 5 . 1 0 0 ( d )  (1) a n d  (3), w h i c h  f r o m  D e c e m b e r  9, 1 9 7 8  t o  t h e  t]
p r e s e n t  h a v e  p r o h i b i t e d  t h o s e  s a m e  m e t h o d s  f o r  t h e  p a y m e n t

o f  o v e r t i m e .  I t  is n o t  c l e a r  t h a t  t h e  c o m m i t t e e  s u b s t i t u t e
i n t e n d s  t o  a n n u l  t h o s e  r e g u l a t i o n s ,  a f a c t  w h i c h  w i l l  b e  £
d i s c u s s e d  l a t e r  in  t h i s  m e m o ,  b u t  b o t h  b i l l s  r a i s e  a p o t e n -  I
t i a l  c o n s t i t u t i o n a l  p r o b l e m  in t h e i r  a t t e m p t s  to  r e t r o -  |
a c t i v e l y  e x c u s e  c e r t a i n  e m p l o y e r s  f r o m  l i a b i l i t y  f o r  t h e i r  |

n o n c o m p l i a n c e  w i t h  t h e  r e g u l a t i o n s .

T h i s  o p i n i o n  is b a s e d  o n  t h e  a s s u m p t i o n  t h a t  t h e  r e g u l a t i o n s  
c o n c e r n i n g  t h e  p a y m e n t  o f  o v e r t i m e  w e r e  d u l y  a d o p t e d .

A S  2 3 . 1 0 . 0 6 0 ,  t h e  A l a s k a  s t a t u t e  c o n c e r n i n g  t h e  p a y m e n t  f o r  s

o v e r t i m e  s t a t e s  t h a t  i t s  p r o v i s i o n s  a r e  t o  b e  c o n s i d e r e d  *
i n c l u d e d  i n  a l l  c o n t r a c t s  o f  e m p l o y m e n t .  T h e  m o s t  s e r i o u s  
c o n s t i t u t i o n a l  c h a l l e n g e  t o  e i t h e r  v e r s i o n  o f  H B  2 2 3  i s  t h a t  
t h e  r e t r o a c t i v e  a p p l i c a t i o n  o f  t h a t  b i l l  v i o l a t e s  t h e  
c o n s t i t u t i o n a l  p r o h i b i t i o n  a g a i n s t  t h e  i m p a i r m e n t  o f
c o n t r a c t s .  T h a t  p r o h i b i t i o n  is f o u n d  i n  b o t h  t h e  U n i t e d  j;
S t a t e s  a n d  t h e  A l a s k a  C o n s t i t u t i o n s .  A r t i c l e  I, s e c t i o n  15 
o f  t h e  A l a s k a  C o n s t i t u t i o n  p r o v i d e s  i n  r e l e v a n t  p a r t :
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No law im p a ir in g  th e  o b l ig a t io n  o f  c o n t r a c t s ,  . . . 
s h a l l  be p a s se d .

W hile th e  f e d e r a l  c o n s t i t u t i o n a l  p ro v i s io n  found in  A r t i c l e  I ,  s e c t io n  10 p ro v id e s  in  r e le v a n t  p a r t :
No s t a t e  s h a l l  . . . p a s s  any b i l l  o f  a t t a i n d e r ,  ex p o s t  f a c to  law o r  law im p a ir in g  th e  o b l ig a t io n  o f  
c o n t r a c t s ,  . . .

I t  i s  im p o r ta n t to  n o te  t h a t  th e  c o n s t i t u t i o n a l  p r o h ib i t i o n s  a g a in s t  im p a ir in g  th e  o b l ig a t io n  o f  c o n t r a c t s  ap p ly  o n ly  to  
s t a t e  a c t io n .  A r t i c l e  I ,  s e c t io n  9 o f  th e  U n ited  S t a t e s  
C o n s t i t u t io n ,  th e  s e c t io n  which d e a ls  w ith  th e  l im i t a t i o n s  
upon th e  powers o f  C o n g re ss , m e re ly  s t a t e s  t h a t :

No b i l l  o f  a t t a i n d e r  o r  ex p o s t  f a c to  law  s h a l l  be 
p a s se d .

T h a t C on g re ss  may im p a ir  c o n t r a c tu a l  o b l i g a t io n s  by law s 
p e r t i n e n t  to  th e  powers c o n fe r re d  on i t  by th e  fe d e r a l  
c o n s t i t u t i o n  i s  n o t th e  p o in t in  i s s u e .  See C . J . S .  C o n s t i ­
t u t i on a l Law, s e c . 275. In  t h a t  r e g a rd ,  th e  u se  o f  j u d i c i a l  d e c is io n s  u p h o ld in g  th e  te rm in a t io n  by C ong re ss o f  c e r t a in  
wage c la im s  unde r th e  P o r t a l  to  P o r ta l  A c t o f  1947,29 U .S .C . 251, i s  in a p p o s i te .  To th e  e x te n t  a rgum en ts have been r a i s e d  c o n c e rn in g  th e  a p p l i c a b i l i t y  o f  th o s e  c a s e s ,  i t  
sh o u ld  be p o in te d  o u t t h a t  even th e  P o r t a l  to  P o r t a l  A ct d id  n o t a t te m p t to  e x t in g u i s h  1 l a b i l i t y  fo r  th e  payment o f  o v e r tim e  where th e r e  was an e x p re s s  p ro v is io n  o f  a w r i t t e n  
o r  n o n w ri t te n  c o n t r a c t  in  e f f e c t .
I t  i s  f o r tu n a t e  t h a t  th e  U n ited  S t a t e s  Supreme C ou rt has 
v e ry  r e c e n t l y  s e t  f o r t h  r u l e s  to  be a p p lie d  in  an im pa irm en t o f  c o n t r a c t s  a n a l y s i s .  In  En e rgy  R e se rv e s  G roup, In c .  v .
The K an sa s Power and L ig h t  C o . , ___  U .S . ___ , 74 L . E d . 2d569, 103 S .C t  697 (1983 ), th e  U .S . Supreme C o u rt s t a t e d :

"The th r e s h o ld  in q u i r y  i s  'w he th e r th e  s t a t e  law  h a s , in  f a c t ,  o p e ra te d  a s a s u b s t a n t i a l  im pa irm en t o f  a con­
t r a c t u a l  r e l a t i o n s h i p . ' A l l i e d  S t r u c t u r a l  S t e e l  C o . , 438 U .S . ,  a t  244, 57 L . E d . 2d 727, 90 S .C t .  2716. See U n ited  S t a t e s  T r u s t  C o . , 431 U .S . ,  a t  17, 52 1 E d .2d 92, 97 S .C t .  1505. The s e v e r i t y  o f  th e  im pa irm en t i s  
s a id  to  in c r e a s e  th e  l e v e l  o f  s c r u t in y  to  which th e  
l e g i s l a t i o n  w i l l  be s u b je c te d . A l l i e d  S t r u c t u r a l  S t e e l  C o ., 438 U .S . ,  a t  245, 57 L . E d . 2d 727, 98 S .C t .  2716.
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T o ta l  d e s t r u c t io n  o f  c o n t r a c tu a l  e x p e c ta t io n s  i s  n o t n e c e s s a ry  f o r  a f i n d in g  o f  s u b s t a n t i a l  im pa irm en t. 
U n ited  S t a t e s  T r u s t  C o . , 431 U .S . ,  a t  26 -  27,52 L . E d . 2d 92, 97 S .C t .  1505. On th e  o th e r  hand , s t a t e  
r e g u la t io n  t h a t  r e s t r i c t s  a p a r ty  to  g a in s  i t  re a so n a b ly  e xp ec ted  from  th e  c o n t r a c t  does n o t n e c e s ­
s a r i l y  c o n s t i t u t e  a s u b s t a n t i a l  im pa irm en t. I d . , a t  
31, 52 L . E d . 2d 92, 97 S .C t .  1505, c i t i n g  E l  Paso  v . 
Simmons, 379 U .S . 497, 515, 13 L . E d . 2d 446, 85 S .C t .
577 (1965 ).

* * *

,!I f  th e  s t a t e  r e g u la t io n  c o n s t i t u t e s  a s u b s t a n t i a l  
im p a irm en t, th e  S t a t e ,  in  j u s t i f i c a t i o n ,  m ust have a 
s i g n i f i c a n t  and l e g i t im a te  p u b l ic  p u rpo se  b eh ind  th e  r e g u l a t i o n ,  U n ited  S t a t e s  T r u s t  C o . , 431 U .S . ,  a t  22,
52 L . E d . 2d 92, 97 S .C t .  1505, such a s th e  rem edy ing  o f  
a b road  and g e n e ra l s o c ia l  o r  economic p rob lem . A l l i e d  
S t r u c t u r a l  S t e e l  C o . , 438 U .S . ,  a t  247, 249, 57 L . E d . 2d 727, 98 S .C t .  2716. F u r th e rm o re , s in c e  B l a i s d e l l , th e  
C o u rt h a s in d ic a te d  t h a t  th e  p u b l ic  p u rpo se  need n o t be a d d re s se d  to  an emergency o r  tem po ra ry  s i t u a t i o n .
Un i te d  S t a t e s  T r u s t  C o . , 432 U .S . ,  a t  22, n . 19,52 L . E d . 2d 92, 97 S .C t .  1505; V e ix  v . S i x th  Ward B ld q .
& Loan A s sn , 310 U .S .., a t  39 -  40, 84 L . E d . 1061,
60 S .C t .  792.

«• * *

"The re q u irem e n t o f  a l e g i t im a te  p u b l ic  p u rp o se  g u a ra n ­t e e s  t h a t  th e  S t a t e  i s  e x e r c i s in g  i t s  p o l ic e  pow er, 
r a t h e r  th an  p ro v id in g  a b e n e f i t  to  s p e c ia l  i n t e r e s t s . "  [F o o tn o te  o m i t te d . ]

A lth o u gh  i t  t y p i c a l l y  w i l l  be a f a c tu a l  d e te rm in a t io n  fo r  a 
c o u r t  to  d e c id e  i f  a s u b s t a n t i a l  im pa irm en t i s  cau sed  by t h i s  l e g i s l a t i o n ,  th e  te s t im o n y  o f f e r e d  to  d a te  by b o th  th e  
p ro p o n en ts  and opponen ts o f  t h i s  l e g i s l a t i o n  seems t o  be in  
ag reem en t t h a t  th e  r i g h t s  a t  s ta k e  in  HB 223 a re  
s u b s t a n t i a l .  Under th e  a n a ly s i s  o f  th e  Supreme C o u r t above, th e  s e v e r i t y  o f  im pa irm en t in v o lv e d  in  t h i s  c a se  w i l l  sub ­j e c t  th e  l e g i s l a t i o n  to  a h ig h  o f  l e v e l  o f  s c r u t i n y .  In  o rd e r  to  w ith s ta n d  t h a t  s c r u t in y  a " s i g n i f i c a n t  and l e g i ­
t im a te  p u b l ic  p u rp o se " m ust be' i d e n t i f i e d .  I  am unab le  to  i d e n t i f y  such a p u rp o se .
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HB 223, a s  w e l l  a s  th e  com m ittee s u b s t i t u t e ,  may po se  equ a l p r o te c t io n  p rob lem s s in c e  th e r e  a l r e a d y  has been en fo rc em en t 
o f  th e  r e g u la to r y  p r o v i s io n s  on c e r t a in  em p lo y e rs . See 
D re s s e r  I n d u s t r i e s  In c . v .  A la sk a  D epartm en t o f  L a b o r ,
633 P . 2d 998 (A la sk a  1 9 8 ]). R e la te d  to  t h a t  p o in t  i s  th e  
f a c t  t h a t  HB 223 a s  o r i g i n a l l y  worded would have p la c e d  in  
th e  s t a t u t e s  th o s e  p r o h ib i t i o n s  which th e  r e g u la t io n s  o r i g i n a l l y  in t ro d u c e d . The l e g i s l a t i o n  would th e n  be m e re ly  
e x c u s in g  u n la w fu l conduc t f o r  a p e r io d  o f  tim e  s t a r t i n g  from  
December 9, 1978, to  th e  e f f e c t i v e  d a te  o f  th e  A c t .  I t  i s  more d i f f i c u l t  to  show a l e g i t im a te  p u b l ic  p u rp o se  i f  th e  
p r o h ib i t i o n ,  which some have a rgued  i s  n o t in  th e  p u b l ic  
i n t e r e s t ,  rem a in s  in  th e  b i l l .  The l e g i s l a t i o n  th e n  ap p ea rs  
to  be an a t te m p t to  excu se  u n law fu l conduc t w ith o u t 
a d d re s s in g  th e  c irc u m s ta n c e s  under which t h a t  conduc t had 
a r i s e n .  CSHB 223 ( J u d i c i a r y )  has n o t in c lu d e d  th e  p lacem en t o f  th e  r e g u la to r y  p r o h ib i t i o n s  in  th e  perm anen t law . S e c . 3 o f  th e  b i l l  a t te m p ts  to  e x t in g u i s h  any p e n a l ty ,  f o r f e i t u r e ,  o r  l i a b i l i t y  in c u r re d  unde r th e  r e g u la t io n s  w ith o u t 
a t te m p tin g  to  annu l th o s e  r e g u l a t i o n s .  A lth ou gh  th e r e  i s  low er c o u r t  a u th o r i t y  in  t h i s  s t a t e  t h a t  may be re a d  to  a llow  th e  r e t r o a c t i v e  annu lm ent o f  r e g u l a t i o n s ,  t h a t  i s s u e  was n o t b e fo re  th e  c o u r t  in  S t a t e  v . A . L . I . V . E .  V o lu n ta r y , 
606 P . 2d 769 (A la sk a  1980), when th e  A la sk a  Supreme C o u r t 
c o n s id e re d  th e  a p p ro p r ia te  m ethodo logy to  be u sed  in  
a n n u l l in g  r e g u l a t i o n s .  In  any e v e n t ,  b o th  HB 223 and CSHB 223 ( J u d i c i a r y ) ,  p r e s e n t  a d i f f i c u l t  c h a lle n g e  to  th o se  
who would fa s h io n  ci l e g i t im a te  p u b l ic  p u rp o se , s in c e  th e  u n d e r ly in g  p r o h ib i t i o n  which c re a te d  th e  l i a b i l i t y  o f  th o se  
em p loye rs i s  n o t c h a lle n g e d  by e i t h e r  b i l l .
S e c tio n ' 19 o f  A r t i c l e  I I  o f  th e  A la sk a  C o n s t i tu t io n  s t a t e s :

The l e g i s l a t u r e  s h a l l  p a s s  no lo c a l  o r  s p e c ia l  a c t  i f  ag e n e ra l a c t  can be made a p p l ic a b le .
T h is  window o f  n o n l i a b i l i t y  c re a te d  by bo th  v e r s io n s  o f  
HB 223, w ith o u t any a t te m p t to  o th e rw is e  change th e  p ro ­
h ib i t i o n  on which t h a t  l i a b i l i t y  wa: b a sed , a l s o  s u b je c t s  th e  b i l l s  to  p o s s ib le  c r i t i c i s m  a s  s p e c ia l  l e g i s l a t i o n .
The re  a re  no wage c a se s  d i r e c t l y  on p o in t  c o n c e rn in g  th e  r e t r o a c t i v e  e l im in a t io n  o f  e m p lo y e rs1 l i a b i l i t y  f o r  w ages. The g e n e ra l  r u l e s  s e t  o u t by th e  U .S . Supreme C o u r t seem to  g iv e  t h i s  l e g i s l a t i o n  a v e ry  s l im  chance o f  w i th s ta n d in g  a c o n s t i t u t i o n a l  c h a l le n g e  in  a j u d i c i a l  fo rum .
TAS:1 jb  
2C/007



J\ i! IP
& U ini a ii= P L .

D E P A R T M E N T  O F  L A W

OFF /CF  O F  THE A1T0RNEY GENERA L

Bill Sheffield, Governor

P O U C H  K  -  S T A T E  C A P I T O L  
J U N E A U ,  A L A S K A  9 9 3 1 1  
P H O N E :  1907) 465-3600

A p r i l  7, 1983

The H ono rab le  C h a r l ie  B u s s e l l  
R e p r e s e n ta t i v e
Chairman,. Com m ittee on J u d i c i a r y  
A la s k a  S t a t e  L e g i s l a t u r e  
Pouch V
Ju n e a u , A la s k a  99811

Re: M a te r i a l s  r e l a t i n g  to
s u b je c t  o f  House B i l l  223

Dear R e p r e s e n ta t iv e  B u s s e l l :
T h is  re sp o n d s  to  yo u r two l e t t e r s  o f  M arch 30, 1983

r e q u e s t in g  in fo rm a t io n  from  th e  D epartm en t o f  Law c o n c e rn in g  c e r ­
t a i n  r e g u l a t i o n s  o f  th e  D epa rtm en t o f  L a b o r (8 AAC 15 .100 ) 
r e g a r d in g  f le x ib le -w o rk -w e e tc  employment.

S in c e  I  was th e  a t to r n e y  in  th e  D epa rtm en t o f  Law who 
w orked w ith  th e  D epartm en t o f  L ab o r in  a d o p tin g  th o s e  r e g u l a t i o n s  back in  1978, I  th o u g h t i t  a p p ro p r ia te  t h a t  I  re sp o n d  to  you r 
i n q u i r y  d i r e c t l y .  P u r s u a n t to  yo u r r e q u e s t  o f  t h i s  m o rn in g , I  
w i l l  make m y s e l f  a v a i l a b le  to  th e  Com m ittee to  a d d re s s  th e  i s s u e s  
r a i s e d  in  HB 223. I  w i l l  a l s o  be a s k in g  A s s i s t a n t  A t to rn e y  
G en e ra l Gary Amendola, who now w orks w ith  th e  D epartm en t o f L a b o r ,  to  a t te n d  y o u r C om m itte e 's  h e a r in g s  on th e  b i l l .

In  re sp o n se  to  y o u r q u e s t io n s :
1. The D epartm en t o f  Law has n o t i s s u e d  any o p in io n s  

r e g a r d in g  th e  c o n s t i t u t i o n a l i t y  o f  th e  c u r r e n t  r e g u l a t i o n s  
r e g a rd in g  f le x ib le -w o rk -w e e k  employment (8 AAC 1 5 .1 0 0 ). However, 
th e  A la s k a  Supreme C ou rt d id  a d d re s s  th e  v a l i d i t y  o f  th o se  r e g u ­
l a t i o n s  in  1981 in  i t s  d e c is io n  o f  D re s s e r  I n d u s t r i e s ,  In c .  v . 
A la s k a  D epartm en t o f  Lab o r 633 P 2d 991T A c o p / o f  t h a t  d e c is io n  
i s  a t ta c h e d  f o r  you r in fo rm a t io n .  A ls o ,  back in  e a r l y  1978 I  d id  
p re p a re  a fo rm a l o p in io n  to  th e  je p a r tm e n t o f  L ab o r a d v i s in g  them 
on t h e i r  a u th o r i t y  to  adop t r e g u l a t i o n s  d e a l in g  w ith  f l e x i b l e -  w ork-w eek em ploym ent. A copy o r  t h a t  F e b ru a ry  10, 1978 o p in io n  
i s  a l s o  a t ta c h e d .  As you w i l l  n o te ,  th e  A la s k a  Supreme C ou rt a g re e d  w ith  my a n a l y s i s .



H ono rab le  C h a r l i e  B u s s e l l  
R e p r e s e n ta t i v e A p r i l  7, 1983
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2. In  re sp o n se  to  y o u r r e q u e s t  f o r  d o cum en ta tio n  o f  
th e  p ro c e s s  w h ich  le d  to  th e  a d o p tio n  o f  th e  D epa rtm en t o f  
L a b o r ' s  r e g u l a t i o n s  on t h i s  s u b j e c t ,  I  am a t t a c h in g  c o p ie s  o f  th e  r e l e v a n t  m a t e r i a l s  c o n ta in e d  in  th e  L t .  G o v e rn o r 's  f i l e s .  The se  
in c lu d e  A f f i d a v i t s  o f  P u b l ic a t io n  from  th e  S o u th e a s t  A la s k a  
Em p ire , th e  F a i rb a n k s  D a i ly  News M in e r , and th e  A ncho rage D a ily  
News, an A f f i d a v i t  o f  O ra l H e a rin g  i n d i c a t i n g  t h a t  a h e a r in g  on 
th e s e  p ro p o sed  r e g u l a t i o n s  was h e ld  in  A ncho rage  on Sep tem ber 15, 
1978, an A f f i d a v i t  o f  N o tic e  o f  A d o p tio n  o f  R e g u la t io n  in d i c a t i n g  
t h a t  th e  re q u ir e m e n ts  o f  AS 44 .62 .190 r e g a r d in g  p r o v i s io n  o f  
n o t i c e  o f  p ro p o sed  a d o p tio n  o f  r e g u l a t i o n s  was com p lied  w i th  by th e  D epa rtm en t o f  L a b o r ,  and th e  memorandum by th e  D epartm en t o f  
L aw 's  r e g u l a t i o n s  a t t o r n e y ,  A r th u r  P e te r s o n ,  a p p ro v in g  th e s e  r e g ­
u l a t i o n s  f o r  f i l i n g  w i th  th e  L ie u te n a n t  G o ve rn o r. The o r i g i n a l  
o f  a l l  th e s e  docum ents i s  on f i l e  w i th  th e  L ie u te n a n t  G overno r and can be re v iew ed  in  h i s  o f f i c e s .

I  hope t h i s  in fo rm a t io n  w i l l  be o f  a s s i s t a n c e  to  you 
and th e  Com m ittee in  y o u r d e l i b e r a t i o n s  on HB 223.

S i n c e r e l y ,
NORMAN C. GORSUCH 
ATTORNEY 'GENERAL ,

. / ! ? ; ( ‘ v' ~ ’* •: "  1 J \ 1 •  ̂ i 'By: ! J ^ - ' \  ------
R o n a ld  W. L o re n se n  • 
D epu ty A t to r n e y  G en e ra l

RWL: v rb  
c c : Gary Amendola

A s s i s t a n t  A t to r n e y  G ene ra l
J im  R ob iso n  
Com m issione r 
D epa rtm en t o f  L a b o r



c
f p" ^Vi M fir <& U /nl u IJ=

rfTifq3 /7\ n
h ip /M /is\ \ \  A  //j •iy Ll [ni it /ru J 'u Ln.j /

OPINION NO. 
/4r £  H A X . M O ,  G O V ER N O R

J D E P A K T M E X T  45IF L A W  /

/
OFFICE CF THE ATTORNEY CEHERAL i POUCH K -  STATE CAPIFOL

JUNEAU 59111

F e b ru a ry  1 0 ; 1973

Edmund N. O rbeck 
C om m iss ione r 
D epa rtm en t o f  L a b o r  
P .O . Box 1146 
Ju n e a u , A la s k a  99802

P.e: Use o f  F le x -T im e  Con­
t r a c t s  u n d e r S t a t e  
Wage and Hour A c t ;  
A .G . F i l e  J-6 6 -2 6 3 -7 8

Dear C om m iss ione r O rbeck :

You have a sk e d  ou r o p in io n  a s to  w h e th e r  c e r t a i n  
m ethods f o r  c om p en sa tin g  em p lo yee s , r e f e r r e d  to  g e n e r a l l y  
a s  " f l e x - t im e 1’ , " f l e x i t i m e " ,  o r  " f l u c t u a t i n g  w o rkw eek " p la n s ,  
may be u se d  by em p lo y e rs  in  A la s k a  c o n s i s t e n t  w i th  th e  p a y ­
m ent f o r  o v e r t im e  p r o v i s io n  o f  th e  s t a t e ’ s  Wage and Hour 
A c t ,  AS 2 3 .10 .060 . We u n d e rs ta n d  th e s e  p la n s  a r e  u se d  
f r e q u e n t l y  b y  em p lo y e rs  to  p ro v id e  a s te a d y  incom e l e v e l  
to  em p loyees whose h o u rs  o f  w o rk  v a r y  c o n s id e r a b ly  from  
week to  week. Y ou r q u e s t io n  a r i s e s  b e c au se  th e s e  
" f l u c t u a t i n g  w orkw eek" pay p la n s  a re  ' p e c i f i c a l l y  r e c o g ­
n iz e d  a s  v a l i d  u i . J e r  th e  F a i r  L a b o r S ta n d a rd s  A c t  o f

* •*

1938, a s amended ( F L S A ) , 29 U .S .C . § 201 e t  s e q . , th e  
f e d e r a l  c o u n te r p a r t  to  t e s t a t e ' s  o v e r t im e  p r o v i s i o n s .  
However, th e s e  k in d s  o f  p la n s  a re  n o t a d d re s s e d  u n d e r



r e l e v a n t  s t a t e  law s o r  r e g u l a t i o n s  d e a l in g  w i th  o v e r t im e .
A t  l e a s t  one em p lo y e r i n  th e  s t a t e  i s  p r e s e n t l y  u s in g  
f l e x - t im e  p la n s  t o  com pen sa te  c e r t a i n  o f  i t s  e m p lo y e e s , 
and  th e  Wage and Hour D iv i s io n  o f  y o u r d e p a r tm e n t h a s  
ta k e n  th e  p o s i t i o n  t h a t ' t h e  e m p lo y e r 's  u se  o f  th o s e  p l a n s  
i s  i n c o n s i s t e n t  w i th  th e  s t a t e ' s  Wage and Hour A c t ,
M ’ 2 3 ,1 0 .0 5 0 .-  2.3.. 101150.

The f a c t  t h a t  f l e x - t im e  i s  p e rm is s a b le  u n d e r  th e  
FLSA  does n o t ,  i n  and o f  i t s e l f ,  r e q u i r e  t h a t  th e  S t a t e  o f  
A la s k a  a l s o  p e rm i t  i t s  u se  by em p lo ye rs  w i th in  th e  s t a t e .
The FLSA p r e s c r i b e s  o n ly  minimum re q u ire m e n ts  w i th  w h ic h  
a l !  co ve red  em p lo y e rs  in  th e  U n ite d  S t a t e s  m u st com p ly , 
h o w e v e r , - i t  does n o t . p r o h i b i t  th e  s t a t e s  fro m  a d o p t in g  
w age and h o u r r e q u i r e m e n ts  more s t r i n g e n t  th a n  th o s e  
e s t a b l i s h e d  in  th e  FLSA . S e e , sec., 1 8 (a ) ,  FLSA ; 29 
U,. S . C*. § .2 1 8 (a ) ; a l s o  29 C . F . R . 778 .5 . The q u e s t i o n ,  
th e n ,  i s  w h e th e r th e  s t a t e  h a s in  f a c t  ad o p ted  a  more 
s t r i n g e n t  ap p ro ach  to  th e  paym ent o f  o v e r t im e  th a n  
• th a t ta k e n  u nd e r th e  FLSA . I t ,  i s  o u r c o n c lu s io n  t h t  
th e  s t a t e ,  h a s  n o t  done s o . We b e l i e v e ,  how eve r, t h a t  
y o u r  d ep a rtm en t may p r o h i b i t  th e  u se  o f  f l e x - t im e  p la n s  
i n  A7 ' .ica th ro u g h  p ro p e r  a d o p tio n  o f  a p p ro p r ia te  r e g u l a ­
t i o n s .

E d m u n d  N. O r b e c k  F e b r u a r y  10, 1 9 7 8
C o m m i s s i o n e r  . . • . . P a g e  2
D e p a r t m e n t  of j_,abor



E d m u n d  N. O r b e c k
C o m m i s s i o n e r
D e p a r t m e n t  o f  L a b o r

F e b r u a r y  10, 1978
P a g e  3

:**. s'.:?:::.. ■ P s y t ie n t o f. o v e r t im e  p r o v i s io n s  o f  th e
s t a t e  and., f e d e r a l  .law. a r e  .q u i te , s i m i l a r . . . / L . . . S e c .  7 (a )  ( 1 )  
o f  th e  FLSA , 29 U.S,C-r..§_.207( a ) .(1) p r o v id e s , i n . . p e r t i n e n t  
p a r t r *as f o l l o w s  ...................    . _

  U-V [N ]o em p lo ye r s i i a l l  employ any o f  h is 'e m p lo y e e s  
. . . f o r  a workweek lo n g e r  th an  f o r t y ’ h o u r s  u n ­
l e s s  s a id  em ployee r e c e iv e s  com pen sa tio n  f o r  h i s  
em ploym ent in  e x c e s s  o f  th e  h o u rs  above s p e c i f i e d  
a t  a r a t e  n o t l e s s  th a n  one and o n e -h a l f  t im e s  
th e  r e g u l a r  r a t e  a t  w h ich  he i s  em ployed.

• (em p h a s is  added )

AS 23 .10 .060  p ro v id e s  in  p e r t i n e n t  p a r t :

Nu em p loye r . . . may employ an employee . . . 
v •_ _ ___ f o r .  a workweek lo n g e r  th a n  40 h o u rs  . . . e x -  

. ' _ c ? P t  t h a t  i f  tn e  em p lo ye r f i n d s  i t  n e c e s s a r y  
to  employ an em ployee in  e x c e s s  o f  40 h o u rs  a 
week . . . c om pen sa tio n  f o r  th e  o v e r t im e  a t  

tr..'.: th e  r a t e  o f  one and o n e - h a l f  t im e s  th e  r e g u ­
l a r  r a t e  o f  pay s h a l l  be p a id . (em ph a s is  
added )

/ I  The s t a t e  a c t  does r e q u i r e  t h a t  o v e r t im e  be p a id  f o r  h o u r s  
w orked in  e x c e s s  o f  e i g h t  in  one day in  a d d i t io n  to  th e  
r e q u ire m e n t o f  b o th  a c t s  t h a t  o v e r t im e  be p a id  f o r  w o rk  in  
e x c e s s  o f  40 h o u rs  in  a week, however t h a t  d i f f e r e n c e  i s  
n o t  a t  i s s u e  h e re .



E d m u n d  N. O r b e c k
■Commissioner- - • . ..
D e p a r t m e n t  of L a b o r

F e b r u a r y  10,
Page 4

U n d e r  b o t h  statute's t h e  e m p l o y e e ' s  " r e g u l a r  r a t e

o f  L a b o r  h a s  'stated t h a t  " f l e x - t i m e "  p a y  p l a n s  a r e  a n

a c c e p t a b l e  m e t h o d  o f  d e t e r m i n i n g  t h e  e m p l o y e e ' s  " r e g u l a r

m e t h o d  o f  c o m p e n s a t i n g  f o r  o v e r t i m e  as t h e  r e s u l t  o f  A S  .23.- 

1 0 . 1 4 5  w h i c h  p r o v i d e s :

F o r  t w o  r e a s o n s ,  w e  do n o t  r e a d  t h i s  p r o v i s i o n  as 

r e q u i r i n g  t h e  a d o p t i o n  o f  f l e x - t i m e  i n  A l a s k a ,  h o w e v e r .  

F i r s t ,  2 9  C . F . R .  § 7 7 8 . 1 1 4 ,  t h e  " f l u c t u a t i n g  w o r k w e e k "  p r o­

o f  m a n y  " i n t e r p r e t a t i o n s "  r e c o g n i z e d ,  b y  t h e  f e d e r a l  g o v e r n­

m e n t  i n  i m p l e m e n t i n g  t h e  F L S A .  T h e  f e d e r a l  r e g u l a t i o n s ,  

t h e m s e l v e s ,  e x p l i c i t l y  s t a t e  th a t  the v a r i o u s  p r o v i s i o n s  

o f  29 C . F . R .  § 77 8 ,  o f  w h i c h  " f l u c t u a t i n g  w o r k w e e k "  is a 

p a r t ,  a r e  " t h e  r f f i c i a l  i n t e r p r e t a t i o n  o f  t h e  D e p a r t m e n t  

o f  L a b o r  w i t h  r e s p e c t  to t h e  m e a n i n g  a n d  a p p l i c a t i o n  of

r a t e " .  2 9  C.F.R»-_i 77.3.114. It  h a s  b e e n  s u g g e s t e d  t h a t
JL <' ' * . . . • . ' .* ...... • '*

y o u r  department...iuust.Talso..recognize., f l e x - t i m e .  as. a valid.. .

. • • ■ » \ . : ,

Terms'1 u s e d  i n  §§ 5 0 - 1 5 0  o f  t h i s  c h a p t e r  s h a l l  

b e  d e f i n e d ,  w h e r e  a p p l i c a b l e ,  as t h e y  a r e  d e­

f i n e d  i n  t h e  f e d e r a l  F a i r  L a b o r  S t a n d a r d s  A c t

o f  1 9 3 8 ,  as a m e n d e d ,  or  t h e  r e g u l a t i o n s  

a d o p t e d  u n d e r  it.

v i s i o n ,  is n o t  a  " d e f i n i t i o n "  o f  a term. It  is m e r e l y  one



E d m u n d  N. O r b e c k
C o m m i s s i o n e r
D e p a r t m e n t  of L a b o r

F e b r u a r y  10, '1978
P a g e  5

t h e  m a x i m u m  h o u r s  a n d  'over t i m e  .'pay ̂ r e q u i r e m e n t s  o f  s e c t i o n  

7 - o f -  t h a -. [ .F LSA ]. - i t^ em p h a s is -a d d e d .).!  T h e  s t a t e  W a g e . - a n d  . 

H o u r  A c t  s p e c i f i c a l l y " - r e c o g n i z e s '  t h i s  d i s t i n c t i o n  b e t w e e n -  : 

‘' d e f i n i t i o n s 1'̂ a n d  " i n t e r p r e t a t i o n s " .  A S  2 3 . 1 0 . 0 9 5  

a u t h o r i z e s ," b u t - d o e s  h o t - r e q u i r e , - a d o p t i o n  o f  r e g u l a t i o n s  

and. " i n t e r p r e t a t i o n s " ' m a d e  u n d e r  t h e  f e d e r a l  act,, w h i l e  

AS..2 3 ,  10  £.145 ̂ c l e a r l y  r e q u i r e s . a d o p t i o n , o f u f e d e r a l .  darlz-.. 

f i n i t i o n s  , ?uw h e r e - a p p l i c a b l e "  . v -  • . *•  .......  .....

B u t  e v e n  i f  29 C.F-.R. ' 7 7 8 . 1 1 4  c o u l d  b e  d e s c r i b e d  

as a  " d e f i n i t i o n "  f o r  p u r p o s e s  o f  A S  2 3 . 1 0 . 1 4 5 ,  it w o u l d  

s t i l l  o n l y  b e  b i n d i n g  o n  t h e  s t a t e  if  it is " a p p l i c a b l e " .

W e  t a k e  t h e  s t a t u t e ' s  u s e  o f  " w h e r e  a p p l i c a b l e "  t o  m e a n  if 

i t  f i t s  a g i v e n  s i t u a t i o n ;  i f  i t  is fi t ,  s u i t a b l e ,  p e r t i n e n t ,  

a p p r o p r i a t e ,  o r  c a p a b l e  o f  b e i n g  a p p l i e d ;  i f  i t  is a p p l i ­

c a b l e  to t h e  h a b i t s  a n d  c o n d i t i o n s  o f  s o c i e t y .  M c Q u e e n e y  v . 

C a t h o l i c  B i s h o p  o f  C h i c a g o, 1 5 9  N . E . 2 d  43, 47 ( A p p . C t .  111. 

1 9 5 9 ) ;  W h i t n e y  v. A m e r i c a n  F i d e l i t y  C o m p a n y , 2 1 5  N . E . 2 d  767, 

7 6 8  (Mass. 1 9 6 6 ) ;  F u c h s  v. G o e , ..163 P . 2 d  733, 7 9 2  ( W y o m i n g  

1 9 4 5 ) .  T h e r e f o r e ,  t h e  d e p a r t m e n t  c o u l d  d e t e r m i n e  u p o n  

e x a m i n a t i o n  t h a t  a g i v e n  d e f i n i t i o n  c o n t a i n e d  i n  t h e  F L S A  

o r  t h e  r e g u l a t i o n s  a d o p t e d  u n d e r  it d o e s  n o t  a d e q u a t e l y  or  

a p p r o p r i a t e l y  a d d r e s s  w o r k i n g  c o n d i t i o n s  o r  t h e  w o r k  s i t u a ­

t i o n  i n  A l a s k a .  O n c e  t h e  d e p a r t m e n t  h a s  m a d e  t h a t  d e t e r ­

m i n a t i o n ,  i t  m a y  p r o p e r l y  a d o p t  a d i f f e r e n t  d e f i n i t i o n ,  

a p p r o p r i a t e  to A l a s k a .  I n  d o i n g  so, h o w e v e r ,  i t  m u s t



E d m u n d  N. O r b e c k  
vComrruLs s i o n e r

F e b r u a r y  10,
P a g e  6

D e p a r t m e n t  o f  L a b o r

adopt...that d e f i n i t i o n  a s  a . r e g u l a t i o n  u n d e r  t h e  p r o c e d u r e s

-— •.— ----r T h e .  p r e c e d i n g ,  d i s c u s s i o n  it some..of. the..

L o o k s  t o - t h e . f e d e r a l - p r o v i s i o n s  f o r  s u b s t a n c e .  I n  au.'pting 

t h i s  l e g i s l a t i v e  s c h e m e ,  w e  t h i n k  t h e  L e g i s l a t u r e  e v i d e n c e d  

a c l e a r  i n t e n t i o n  t o  f o l l o w  t h e  f e d e r a l  a p p r o a c h  to w a g e s  

a n d  h o u r s  c l p s e l y ,  e x c e p t  i n  t h o s e  s i t u a t i o n s  w h e r e  t h e  

D e p a r t m e n t  o f  L a b o r  d e t e r m i n e s  t h a t  the f e d e r a l  p r o v i s i o n s  

•are i n a d e q u a t e  o r  i n a p p r o p r i a t e  w h e n  a p p l i e d  to w o r k i n g  

i n  A l a s k a .  . C o n s e q u e n t l y ,  i f  t h e  s t a t e  d e t e r m i n e s  t h a t  

c e r t a i n _ a s p e c t s  o f .i t s  W a g e  a n d  H o u r s  A c t  s h o u l d  b e  a p p l i e d  

i n  a  m a n n e r  more, s t r i n g e n t  t h a n  r e q u i r e d  u n d e r  t h e  F L S A  

a n d  the r e g u l a t i o n s ^ a d o p t e d  u n d e r  it, t h e  a r e a s  o f  d i f ­

f e r e n c e  b e t w e e n  t h e  f e d e r a l  a n d  s t a t e  l a w s  s h o u l d  e i t h e r  

b e  s e t  o u t  c l e a r l y  i n  t h e  A c t  o r  i n  t h e  d e p a r t m e n t ' s  

r e g u l a t i o n s  a d o p t e d  u n d e r  t h e  A c t . _

t i o n s  i n d i c a t e s  t h a t  f l e x - t i m e  is n o t  a n  acceptab'.e m e t h o d  

o f  c o m p e n s a t i n g  f o r  o v e r t i m e  w o r k  u n d e r  t h e  A l a s k a  a c t .  A t  

t h e  s a m a  t i m e ,  t h e  f e d e r a l  r e g u l a t i o n s  c l e a r l y  p e r m i t  f l e x -

N o t h i n g  i n  t h e  s t a t e ' s  c u r r e n t  s t a t u t e s  c r  r e g u l a -



t i m e  u n d e r  the .FLSA,-. a f t e r  w h i c h ,  t h e  s t a t e  a c t .  is  c l o s e l y  

p a t t e r n e d .  j U n d e r  t h o s e  c i r c u m s t a n c e s ,  -the d e p a r t m e n t ,  

m a y  n o t - s i m p l y - m a k e  i n d e p e n d e n t  a d  h o c  d e t e r m i n a t i o n s  o f  

a c c e p t a b l e  m e t h o d s  o f  o v e r t i m e  c o m p e n s a t i o n .  U n l e s s  t h e  

s t a t e  a c t  i s  c l e a r . o n . . i t s  f a c e ,  t h e .d e p a r t m e n t ,  m u s t  e i t h e r  

e s t a b l i s h  .its o w n  s t a n d a r d s - ( r e g u l a t i o n s )  o r  follow:'!?/. 

t h o s e  : e s t a b l i s h e d _ u n d e r  t h e  F L S A . - . .. . . •• .•

JLi • • " t .  l .  * .  v' » .  ,  .  v .  • • • -  • • • • * •  *  ■  • -

z : . ’ - i T h e r e  a r e  a t  l e a s t  t w o  i n d e p e n d e n t  r e a s o n s  for.,

t h e  d e p a r t m e n t  a d o p t i n g  its o w n  w a g e  a n d  h o u r  s t a n d a r d s .  

F i r s t ,  p r o p e r l y  a d o p t e d  a n d  e n f o r c e a b l e  r e g u l a t i o n s  i m ­

p l e m e n t i n g  t h e  s t a t e  W a g e  a n d  H o u r  A c t  w i l l  a s s u r e  t h a t  

e m p l o y e r s - h a v e  a d e q u a t e  n o t i c e  c-f t h e •r e q u i r e m e n t s  w i t h  

w h i c h . t h e y  m u s t  c o m p l y  in A l a s k a .  .In t h e  a b s e n c e  o f  

s t a t e  s t a n d a r d s ,  A l a s k a  e m p l o y e r s  h a v e  o n l y  t h e  f e d e r a l - 

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

a p p l i c a b l e  w a g e  a n d  h o u r  l a w s .  S e c o n d ,  e s t a b l i s h e d  s t a n ­

d a r d s  a l s o  i n s u r e  t h a t  t h e  d e p a r t m e n t ' s  w a g e  a n d  h o u r  

e n f o r c e m e n t  a c t i v i t i e s  w i l l  b e  c o n s i s t e n t  t h r o u g h o u t  t h e  

s t a t e   •;..•* . .... c.v.: .' ' :: . '

S i n c e  t h e  o n l y  s t a n d a r d s  f o r  o v e r t i m e  e n t i t l e m e n t  

c u r r e n t l y  i n  e x i s t e n c e  a r e  t h o s e  a d o p t e d  u n d e r  t h e  f e d e r a l  

F L S A ,  w e  m u s t  c o n c l u d e  t h a t  t h e  d e p a r t m e n t  m a y  n o t  p r e s e n t l y

E d m u n d  N. O r b e c k
C o m m i s s i o n e r
D e p a r t m e n t  of L a b o r

F e b r u a r y  10,
P a g e  7

1978



- C o m m i s s i o n e r  P a g e  8
- D e p a r t m e n t  o f  L a b o r

- E d m u n d  N. O r b e c k  F e b r u a r y  10, 1973

- r e f u s e ' ' t o ' r e c o g n i z e  f l e x - t i m e  ?p l a n s  e s t a b l i s h e d  u n d e r '29 

rC\ F ,'RT -778 .-L lt f .  -"Fh'e s'tat’e  a c t  d o e s  n o t ,  on i t s  f a c e ,

'prohibit: f l e x - t i m e - p l a n ' s 7 ' ;-As -indicated' a b o v e  , "the- s t a t e  

'and f e d e r a l  o v e r t i m e  p'rovisions a r e  q u i t e  s i m i l a r * , ' a n d  

' t h e - f e d e r a l  p r o v i s i o n - h a s - b e e n  i n t e r p r e t e d  to p e r m i t -f l e x ­

itime . - - - W e ' h a v e "  n o  doubt','— therefore',“t h a t  t h e  s t a t e ' p r o v i s i o n  

*Jcan also--be-to' - i n t e r p r e t e d .  - -We a r e  a l s o  o f  t h e  o p i n i o n  

t h a t  t h e  d e p a r t m e n t  c o u l d ,  t h r o u g h  a d o p t i o n  o f  a n  a p ­

p r o p r i a t e  regulation',' i n t e r p r e t  t h e  s t a t e  a c t  as n o t  p e r ­

m i t t i n g  - f l e x - t i m e  plans.' H o w e v e r ,  u n t i l  t h e  d e p a r t m e n t  

:a d o p t s  r e g u l a t i o n s '  which' e i t h e r ‘s p e c i f y  e x c l u s i v e  ' s t a n d a r d s  

f o r  t h e  d e t e r m i n a t i o n  o f  o v e r t i m e  e n t i t l e m e n t  o r  r e j e c t  s p e c i f i c  

p o r t i o n s ‘ o f  the' 'federal " s t a n d a r d s  , e m p l o y e r s  i n  A l a s k a  

'are e n t i t l e d  t o  r e l y  o n  t h e i r  c o m p l i a n c e  w i t h  t h e  f e d e r a l  

s t a n d a r d s  as a l s o - c o n s t i t u t i n g  c o m p l i a n c e  w i t h  t h e  s t a t e ' s  

W a g e  a n d  H o u r  A c t .  —     . "

S i n c e r e l y  y o u r s ,

A V R U M  M. G R O S S  / ~ \

. f & L
to n a I d  W. L o r e n s e n  

A s s i s t a n t  A t t o r n e y  G e n e r a l

L
R W L  • j f
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ORDER NO.. CERTIFIED AFFIDAVIT OF PUBLICATION (PART 
2 OF THIS FORM) WITH ATTACHED COPY OF ADVERTISE­
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AO- 07 2595 ;

VENDOR NO. DATE OF A.O. a *
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235 2nd Street 
Juneau, Alaska 99801

Department of Labor 
Wage and Hour Division 
P.O. Box 630 
Juneau, Alaska 99811
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. .  •

August 30, 31 and September 1, 1978 ;

THE MATERIAL BETWEEN THE DOUBLE LINES MUST.BE PRINTED IN . 
ITS ENTIRETY ON THE DATES SHOWN. •- -
b i l l i n g  a  o o  r e  ̂ Alaska Department of Labor

Administrative Services , ^  
Fiscal Section : ;t I
P.O. Box 1149 . '
Juneau. Alaska 99811 ~

AFFIDAVIT-OF-PU BLICATION
UNITED STATES OF AM ERITA 

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

_______________________ DIVISION. J

ss

BEFO RE ME. THE UNDERSIGNED. A NOTARY PUBLIC THIS DAY

PERSON ALLY APPEARED J e f f  A .  W i l s o n ____________WHO.

BEING FIR ST  DULY SWORN. ACCORDING TO LAW. SAYS THAT 

HE/SHE i s  t h e  G e n .  M a n a g e r  o f S . E .  A l a s k a  E m p i r e  

p u b lis h e d  a t  J u n e a u  jn  s a id  d iv is io n

_______________ AND STA TE OF A la s k a ___________AND TH AT THE

ADVERTISEM EN T. OF WHICH THE ANNEXED IS A TRU E CCPY, 

VAS PUBLISHED IN SAID PUBLICATION ON THE . 3Qth DAY OF

A u g u s t _________________________ 1 9 2 8 .  a n d  t h e r e a f t e r  f o r _ _ 2 _________

CONSECUTIVE DAYS. THE LAST PUBLICATION APPEARING ON 

t h f  1 s t  d a y  D FS e p te m b e r 19 78. a n d  t h a t  t h e  

RATE CHARGED THEREON IS NOT IN EXCESS OF TH E RATE 

CHARGED P/<IVAT]i INDIVIDUALS.

SUBSCRIBED A N D T O
T H I S  2 5 t j V T >AY  O F  . S g p t f i l R b f i E  1 9 ______7.8

O TARY PUBLIC rO R o T A T E  OF frTy " f .m iT n n i: U M ri  T v p t r r y

■'OMMISSION EXPIRESL -Septcmb rr ■14,- I f  80"

'NDER-
' CS AND PROOF OF PUBLICATION.

UK LABOR H i  9 K l X » \ £ l M  
0 "  Abrfa D*p«t.« 

. Jnenl of Libor, ander tb« authority r a M  by A 3  -

Uooi lo Title « of the Allah* AdnlolioittT. Code", 
lo implement AS Z3.10.ltf. a  fcplVnn; • • ^  e - . j 

(111 AAC 13 U « .tended by repeallnr aectkxa 010 Ibraoyb 070 tn tbtlr entirety m l idoptirw lad 
’ replacm* with oew kttOom U  W W -  - J A  : I

i *  * ,uPu4*la  minim ora w^o/m adm an boun ind compuUlioo of omttm* applknbir to- traplojmtol la Al uk a . . - : V Ly> v .1
i Article 1 provide* certilo tnm pckn  (m s  tb».

pajmenl of minimum n | *  or overtime. 1 .T-*
. • ' AftTICLE L  . ih S i j j

Article 3 itipuUlM than dedoctkxs (m s  m 3 
employe*'. wap* that are permlatble n d  i deduction. that are prohibited. .

• ' ARTICLE ; v 'V S f J V ^ S
:•  Attidt Aeaubiiahe* the procadm* kx-*ad*n-i>
. ment o< dalmi and/or the oondset of lo ra t lp d ra  .i
j betruip and conference*. 1 - r ^ ^ v . - v r  I • • v<l

• ARTICLES,
I Article a define* miacvilaoeewa (enoa aa vead ha 
| tbla chap ter and, AS < ••<«

■ Nolle* la alio pvm that toy Utaratad pwty 1 may proem oral br wnUaB lutwncnu v  m  ), menu tekvanl a> tbeactloopropoaedatabeaalM-*I to be held at the- DIYHION O r  •AVIATION’’
. b in .D m a  c o n t er en c e  R o o fc m T A ™TlOtV AVL UE. (etrt lo U k* Hoed) Aochorar*. 

A luki m a t at I :30 am. O'clock on September IS, i 1071. .'*••'•>•.'' • •;r«iU\t*'>p.Ae*-.<
•Coptea o( lb* refuUUona may be obPmed b y j 
vdtini to:. Wap end- Hour-DMdoa,-Alaak* t" 

iDjrpannxnl of Labor.'P.O.: Dot OCLJunew./
% The Department of Labor vpoo bta own nxitku f 
tr at the Inrtance of any laterated ptnoa, may i 
alter September JO, 107* adopt tb* promaata anb-i 
aUnllaUy aa dootbad above without farther, 
notlra or may dedd* to U U  no acUco oaa than. -
*>•*• Mtm l •••• ‘A • - '" I

: V.*** V1 * v \ :  * - DeputyCommlelow?I
1 ••**>  •‘• ‘T ... Dcp4rtmcni ol Labor, Au*. 30. J I. Sept.



AFFIDAVIT OF PUBLICATION

STATE OF ALASKA > ss-
' FOURTH DISTRICT

L*o»i liiioTWif vV/b ‘
C'.jTNaTiceop-PROPOSc'J -

CHANGES IN THE J  I i/iS-*- REGULATIONS OF THE ' I»■.1-iDEPAR.TMENT OF LABOR- — r  ■LCTNotlc»-l» hereby given that.the- 
•'_Alaska Department : o f .  Labor./.under tne authority vested by AS " 23.tO.tMS, proposes to repeal and 

adopt regulations In Title 0 ot the ..A laska Administrative- Code to I 
Jm p le m e n t - . A S ;< 23 il.0 .050 -A 5 I ~23.10.150, as follows;..-L-',',. <
-'.Cli' •  AAC IS- Is-Tkmended'by i ^.repealing sections 010 through 070 j .•.In their entirety and adopting and ’ rep laclna'w tth *h .i. - — --------

UNITED STATES OF AMERICA
1 1C.

r . . “.w ag es , .m ax im um -, hours . and 7 computation- o f |.ot overtim e ap- ^ pllcable to employment In A laika.' a r t i c l e . * : , •• ̂  -'Artlcle-2'provldes-certaln emp-- j*. _ * ,t lo n s  from  " t h e  > p aym en f“ _b t_L . ~ r  : m in im um W agesoroverllm e.:; • * 
IW 5LW iilS .J iA RT ICLE  3liLi-V*1. „ .  '■ v.-"»Artlcle' 3 *  s t ip u la te s ': those . »deductions-Irom  . rn  -employee's 
wages-tthat.- a re  -perm lisable. ant* .-.those-' d ed u c tio n s  th a t > ; e  .

' p r o h ib ite d .' .____
•'f ...J / .'A r t ic le  ,A<'?estt>bllshei’ the• p rocedu re !' fo r  '..-mlgnment'. ol 

.c la im s  and /o r. the conduct, o r  In '' T ve s flg a t lv e ' hearings" and '^con "■ lerences. It L5fs£v/T&U!>';tzn r fS ^ S^A RT JC LB
 J ^ A r f lc le  3; defines rralicellaneou*•..te rm s**  used IrLlhf&.chapter and ' 
i>5 73M,,;

. 'T’-  Notlcai IS a lso given‘ thaL.aiiy . v ln le re s ted  party may presant o ra l '• - ii-o r^p .w rltt irt ' ls t fc lem ey i' .v - .'o r - .'arguments relevnnttloithe action ’ "p roposed  a ta  hearing to be held at •" fith a ':"  D IVISION .'. OF 17AVIATION •..,D U I L D I  N G “ .'CON P E R E N C E 1'.
: r.R  o  O M .- - ia .t V V —V v  I A T  i o  N 

'7 A V E N U e .T T p e i« t ;t g : i :a k o - JH o o d )(/ Anehoragef'.A Iaska .99502 >at it  :30: [■■p.m.o'clock on September IS," 1978.■ fiu Copies o f the regulations may be . obtained by.writing to:-Wage.and 
'Hour Division, Alaska Department 
'.or Labor, P .O . Box 430;.- Juneau ,' A laska 99811.

• The Department ot Labor upon . Its own motion o r at the Instance ot '.any Interested person ,,m ay a lte rSeptember 30, 1978 - adopt the'p r o p o s a l s '  s u b s t a n t ia l ly .  a s .  
described above without' fu rlher 'notice o r may. decldetto. take*no 
action bn them, . / ' . ( i - ’v i li ■‘ •'.jJ'T.y ' Date 8/21/78 r  j ' .V p  ■n7T77L:-T--' ~  r — u _ - ~ “ **-^yJi|llam E1. Sbear

Deputy Commissioner:
" ‘j f / ! i>O ap e rtT n en to td L ab o r  ■PU D L ISK  August'.3 0 .i4 r .7S ep  lem ber 1, 1,78.

Before me, the undersignea, a notary public, this day person­
ally appparprt V'PfcHf.FS PI-F .TFFFR ___________ , who, being

first duly, sworn, according to law, says that he/she is an 
Advertising Clerk o f the Fairbanks Daily News-Miner, a newspaper 
published at Fairbanks, in said Fourth District and State, 

"-and that the-advertisement, of which the annexed is a true copy, . 
was published in said paper on the following day(s),

3 / 3 0 / 7 3 8 /3 1 /7 8
9 /0 1 /7 3
I *

, and that the rate charged thereon is not in excess of the 
rate charged private individuals^vith the usual discounts.

—  ■  ■)

Subscribed a» d sworn to before me this__i5iL_I!
- day nf 31- P I hi',TiF.lv

Notary Publ 
My commission ex pi ms A I-1 M L  1 0  r 1.981.

____ 19'3

ic in and for me State ofi -vmka.

CUSNR, 11592 LEGAL NO. 13544-0



“ A D V E R T I S I N G

•' v T o r d e r

NOTICL TO PUBLISHER

INVOICE-MUST UE IN THIPUCATE SHOWING ADVErm -~ -v lG  
ORDER NO.. CERTIFIED A FF IDA V IT  OF PUBL ICAT ION IPART 
? OF THIS rO lM v iW IT H  ATTACHED COPY OF ADVERTISE­
MENT MUST BE SUBMITTED -WITH;INVOICE.

* 1_____ 1 ' * *   0 % It_____________________________________________________________________

OEPT. NO.

AO- 07
A.O . NO.

2595 ‘

Anchorage Daily News 
P.O. Box 40
Anchorage, Alaska 99501

o: /■I sj

Department of Labor 
Wage and Hour Division 
P.O.. Box 630 
Juneau, Alaska 99811

VENDOR NO.
ADN 501

D A T E  O F  A .O .

A u g u s t  2 1 , 1978
O A T E S  A D V E R T I S E M E N T  R E Q U IR E D :

August 30, 31 and September 1, 1938

THE MATERIAL BETWEEN THE DOU31.E LINES MUST BE PRINTED IN 
ITS ENTIRETY ON tH E  DATES SHOWN
m i l i n o  a o o h i  sr. *Alaska Department of Lab or 

Administrative Services •• ;\y-,• 
Fiscal Section V*
P.O. Bex 1149 : *.

_________________ Ju n e a u .  A law kw  QOBIT
AFFIDAVIT-OF-PUBLICATION
“ I ss

UNITED STATES OF AMERICA 

STATE o f  A l a s k a  

___________ T h i r d  d iv is io n . 1

BEFORE ME. THE UNDERSIGNED. A NOTARY PUBLIC THIS DAY 

PERSONALLY APPEARED N a t h a l i a  Che v a l  i  e ^ HO.

BEING FIR ST  D U LV SWORN. ACCORDING TO LAW. SAYS THAT 

HE/SHE IS THE L e g a l C le rk  q f  THE ANCHORAGE NEWS
PUBLISHED a t  A n c h o r a g e ________________ in  s a id  d iv is io n

T h i r d
AND STATE OF_

A la sk a
AND THAT THE

ADVERTISEM ENT. OF WHICH THE ANNEXED IS A TRU E COPY.

30 DAY OFWAS PUBLISHED IN SAID PUBLICATION ON THE. 

A u gu s t .19_L® AND THEREAFTER FOR L

CONSECUTIVE DAYS. THE LAST PUBLICATION APPEARING ON

THE_ .1 .D A Y OF_ S e p t . _19.
78 AND THAT THE

r a t e  B a r g e d  t h

CHARGED PRIVATE INDIVIDUALS

HEBEi)NCfeerfoT  IN EX(?E8SS *09F°THE RATE 

BARGED PRIVATE INDIVIDUALS. ....

SUBSCRIBED AND SWORN TO BEFORE ME 
TMK  _ 1  DAY OF -----------1 9 _ _ .

I  c Z a  ------------------
NOTARY PUBLIC FOR STATE OF. A l a s K a  0 
MY COMMISSION EXPIRES_______

REMINDER-
attach  INVOICES AND PROOF OF PUBLICATION.

5/1/82

u -  ;N O T IC R  O h  P R O P O S E D , V i /  
C H A N O E S  IN  T H R  •.! - ‘ REOULATIONIOPTHB''

. D E P A R TM E N T OF,LABOR- ..*
• r .’ 1 ; .>>| J -. . .
Nolle* l i  b*r*by « lv *n  fbot th*" 
A la ,h a  D*ponm*nr of Labor, 
W tT - .tP ! . pufborirv- byAS Z3.10.0i5, proaoM i la  r n n l .  
ond odool rroulallorra-ln Tltlo I ,  
of m * AloiVo A dm ln litra flv* / 
Cod* to lm pl«m *ni'A5 33.10.050;-  A *23.10.150, o? Nllowii
<«(l) i  AAC 15 It om*nd*ef.by.’
■r»o *o lln o  M ellon , 010 throuoh 1
-  O n  In llw lr  *nllr*»v ond odoo--, 

lino-ond m sloc ln * with rww I

.compulation o i ' . 't v w l l ir i ' w  
pllcobl* lo *mploym*nt In A ) a ^ ;

/'..• ‘^ ‘H a r t i c lb  i i  r f e « i * 2  
.Arflel* 3 provld*, cortaln * , .  
rmpilon* from lh*;povm *n» .o fpA 
minims, m wotM ior c v t r t tm * , ;^ !

Artlcl# 3 it ip u io in  mot* d*due--f 
Hon, from on •m p iov** ', w oo*t v 
that or* p crm luob l* ond th o ,* ., 
d*dvct(oni fhai or* p roh lb lttd .. <

[ A R T I C L E ) 
Artlci* 4 rs lo b llth * , m* proc*d •*’ 
u r* i for au lonm tnt .of. c lo lm s- 
ond/or m« ctxxjocl of Invntioo- 
flrv  .-M or'ho tanacon fvrwK** .. )

. ART IC LE J . ' ' i -  -v .
A -fle l*  3 d * fln « , m lte* llon *ou t! 
i t rm , o ,  oMd in Ih li ctvapttr : 
ond AS 23,10.--------- -----------------------
i-.-. »■/•>• •‘."•'jnr'.-v'ftly, *

N o t lo  It oIm  oIvon,mol ony In -J 
Itr*tt»d  parry may prtMnf ora l - 
or wrltf*n ita ttnw n ti or o io u - 1 
m*nt» . rd r r tm t . fo th*. ocilon .  
PtoooMd ot a  h*o. .no to b* h jld  f 
Ot m * DIVISION OF AVIATION \ 
“.R I S ? 1* 0  . .C O N F E R E N C E ! 
S S S i f r ;- .  , 4" ’  ' AV IAT IO N :AV EN U E . (n*xt to Lok* Hood)-' 
Anchoroo*. A knka tTSOT ot 1:30 
».m. o ’clock on S«*t»m b*r 15,4,
- • .V.viftc-JTOS

Cool** of m* nuu latlon* m a y ’  
b* ootalrwd by wrillno to: Woo* 
ond Hour O lvltlon, A lo ik a  D*- 
paHm*nt of Lobor, P.O . Box • 
*30, Jun*ou . A knka m i l . .

TTi* 0*portm*nt of Labor upon 
f t ,  own motion or ot th* In ,tone* 
of ony In ttfM ltd  r x n o t , m ay 
o fi*r S*p l,m b*r 30, If f *  oooet 
m* proposal, sutntantlally o , 
d*KTIb*o ooov* without turth*c 
nolle* or may a K i d *  lo toko no
ocilon on m«m. . -  .

Dot*: 1/2 1/7 1

! U  W llllom E .Sp *o r- ■ ,-
——D*purv Commiulorwr  . . . .

D*partm«nl of Lobor

Pub : Auo. M , 3 1 . S*pf. 1 ,  |f7 »

LV 9168



STATE OF ALASKA ' )
) s s .

THIRD JU D IC IAL D ISTR ICT )

AFFIDAVIT OF ORAL HEARING

I ,  Don W ilso n , W/H I n v e s t i g a t o r  I I  o f  th e  D epartm en t 
o f  L a b o r , b e in g  sw orn depo se  and s t a t e  th e  fo l lo w in g :
--------------- On Sep tem be r 15, 1978 a t  1 :30  p .m .,  in  th e  D iv i s io n
o f  A v ia t io n  C o n fe re n c e  Room, 4111 A v ia t io n  A venue , A ncho rage , 
A la s k a ,  I  p r e s id e d  o v e r a p u b l ic  h e a r in g  h e ld  in  a cco rd an ce  w i th  AS 44 .62 .210  f o r  th e  p u rp o se  o f  t a k in g  te s t im o n y  in  c o n n e c tio n  w ith  th e  a d o p tio n  o f  8 AAC 15 .100 -200 .

D a te : S ep tem be r 15, 1978
A n cho rage , A la s k a

SUBSCRIBED AND SWORN DO b e fo re  me t h i s  15 th  day o f  S e p tem b e r , IQ7 8 .

NOTARY PUBLIC IN AND FOR ALASKA
My Comm ission E x p i r e s :  ^ /  j



S T A T E  OF A L A S K A
) S S .
)

F IR ST  JU D IC IAL D ISTR ICT )

AFFIDAVIT OF NOTICE OF ADOPTION OF REGULATION

I ,  E .T .  " L e e "  L e la n d , W/H I n v e s t i g a t o r  I I I , o f  th e  
D epartm en t o f  L a b o r , b e in g  sw o rn , depo se  and s t a t e  th e  

. fo l lo w in g :
; As r e q u i r e d  by AS 62 .190 , n o t ic e  o f  th e  p ro po sed  ado 
i o f  8 AAC 15 .100-200 has been g iv e n  by

' ' ( 2 )  b e in g  m a ile d  to  i n t e r e s t e d  p e r s o n s ,
(3 )  b e in g  m a ile d  o r  d e l i v e r e d  to  a p p ro p r ia te  s t a t eo f f i c i a l s , .
( i | )  b e in g  fu r n i s h e d  to  th e  D epa rtm en t o f  Law,
(5 )  b e in g  fu r n i s h e d  to  incum ben t s t a t e  l e g i s l a t o r s .  J

:SUBSCRIBED AND SWORN TO b e fo re  me t h i s  day o f

■- (1 . b e in g  p u b l is h e d  in  a n ew spape r o r  t r a d e  
p u b l ic a t io n

D a te : /  O -  3 ~ 7<5̂
Ju n e a u , A la s k a

; 197



— — ------------------------------ , — ------

£

ORDER REPEALING AND ADOPTING REGULATIONS 
OF THE DEPARTMENT OF LABOR

The a t ta c h e d  tw e lv e  (1 2 ) p age s o f  r e g u l a t i o n s ,  
d e a l in g  w i th  8 AAC 15., A la s k a  V/ages and H ou rs , a re  h e re b y  
ado p ted  and c e r t i f i e d  to  be c o r r e c t  c o p ie s  o f  th e  r e g u l a t i o n s  
which th e  D epartm en t o f  L ab o r r e p e a l s  and a d o p ts ,  unde r 
a u th o r i t y  v e s te d  by AS 23 .10 .085  and a f t e r  com p liance  w ith  
th e  A d m in i s t r a t i v e  P ro c ed u re  A c t (AS 4 4 .6 2 ), s p e c i f i c a l l y  in c lu d in g  n o t ic e  unde r AS 4*1.62..190 and 44 .62 .200 and 
o p p o r tu n i ty  f o r  p u b l ic  comment unde r AS 44 .62 .210 .

T h is  o rd e r  ta k e s  e f f e c t  on th e  30 th day a f t e r  i t  
h a s been f i l e d  by th e  L ie u te n a n t  G overno r a s  p ro v id e d  in  
AS 44 .62 .180 .

D e sign ee  to
I ,  Avrum M. G rooS,_________ , L ie u te n a n t  G overno r f o r  th e
S t a t e  o f  A la s k a ,  c e r t i f y  t h a t  on November 9______ , 1 9 7 J__ ,
a t  iOl'Pf') CL.in . ,  I  f i l e d  th e  a t ta c h e d  r e g u la t i o n s  a c c o rd in g  to  th e  p r o v i s io n s  o f  AS 44 .62.040 -  44 .62 .120 .

L ie u te n a n t  G o v e rn o r 's  D e sign ee

E f f e c t i v e  DfCdjvditr 9. MX  . )  
R e g i s t e r  .lanuarcj /977 • )



d l t t l L  UP M Lno iv i
c.

"OFFICE OF LIEUTENANT GOVERNOR

/
/

/
/

/ •
DELEGATION OF AUTHORITY

I n accordance w ith  AS 17.010, the a u t h o r it y  and r e s p o n s i b i l i t y

FOR ADOPTING REGULATIONS OF THE DEPARTMENT OF • CApOR______________
______________________ - UNDER THE ALASKA ADMINISTRATIVE PROCEDURE ACT,

WILLIAM E . S P E A R ......................................... *.................IS HEREBY DELEGATED TO ....

DEPUTY COMMISSIONER
(POSH'ION)

(NA,,-E)

r C /
S I G NI: D I c l .  v:. 1

COMMISSIONER

D| .PAR j'MEN T OF LA FOR

S 1C-NED AND SWORN SEE OR I: ME
-7

H IS  a y  o f 1 9 / /

SIG N I: D : 'tfz..........
No t a r y  P u b l i c  i n  a n d  f o r  t h e  

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

Co m m i s s i o n  e x p i r e s :

PLEASE RETURN TO THE O FFIC E OF LIEUTENANT GOVERNOR
BY MARCH 31, 1978



• * j ASKA

TO: r W illia m  E .  S p e a r 
D epu ty C om m issione r 
A la s k a  D epa rtm en t o f  Lab o r

DATE:

FILE n o
November 8, 1978

TELEPHONE NO

FROM: Avrum M. G ro ss 
A t to r n e y  G en e ra l
By:

A r th u r  H. P e te r s o n  
A s s i s t a n t  A t to r n e y  G en e ra l 
and R e g u la t io n s  A t to rn e y

SUBJECT R e g u la t io n s  r e  A la s k a  
wages & h o u rs  (8 AAC 15) 
Our F i l e :  J-9 9 -0 9 5 -7 8

We have re v iew ed  th e s e  r e g u l a t i o n s  in  a cco rd an ce  w ith  AS 4 4 .-  
'62 .060 , and app ro ve  them f o r  f i l i n g  by th e  l i e u te n a n t  g o v e rn o r .  
A d u p l i c a te  o r i g i n a l  o f t h i s  memorandum i s  b e in g  fu r n i s h e d  th e  
l i e u t e n a n t  g o v e rn o r , a lo n g  w i th  y o u r r e g u l a t i o n s  and r e l a t e d  do cum en ts .

Under AS 4 4 .6 2 .1 2 5 (b ) (6 ) ,  a few , v e r y  m in o r•c o r r e c t io n s  have 
been made in  t h i s  m a t e r i a l ,  a s  shown on th e  a t ta c h e d  copy.
AHP:md
cc : R ona ld  W. L o re n se n

A s s i s t a n t  A t to rn e y  C e n e ra l



CERTIFICATE
I ,  LOWELL THOMAS, J R . ,  LIEUTENANT GOVERNOR OF THE • 

STATE OF ALASKA, a s  a u th o r iz e d  by AS 44 .19 .050  d e s ig n a te  
Avrum M. G ro s s ,  A t to r n e y  G e n e ra l ,  a s  te m p o ra ry  c u s to d ia n  o f  
th e  s t a t e  s e a l  and a s  th e  o f f i c e r  to  p e r fo rm  th e  a u th e n t i c a t i n g  
fu n c t io n s  o f  th e  1 io u te n a n t  g o v e rn o r  d u r in g  su ch  tim e  a s  I  
su cceed  to  th e  o f f i c e  o f  g o v e rn o r ,  a c t  a s  g o v e rn o r ,  am 
a b s e n t from  th e  s t a t e ,  o r  am o th e rw is e  u n a v a i la b l e  a t  th e  
s t a t e  c a p i t a l  io  p e r fo rm  ih o so  f u n c t i o n s .

.'n i ho ,b::i noo ol: A t to r n e y  G e n e ra l G ro s s ,  I  d e s ig n a te  
A i.l.l A l l e n ,  <'■ . '•»’ •;> I o n e r  o f  A dun" n .is I va f i o n , lo  p e r fo rm  th e  
fu n c t io n s  s t a l e d  ab o ve .

*7n ! hi-! a b se n c e  o f  Commi s s i o n . - r  A l l e n ,  I  d e s i g n a te  
Donald H a r r i s ,  C om m iss io n e r o f  T r a n s p o r t a t i o n  and P u b l ic  
F a c i l i t i e s ,  l o p e r fo rm  th e  fu n c t io n s  s t a f ' - d  a b o ve .

IN TLS i 'C O W  W'l <K, I l,.ivo l.< .i-ns'o si t my h a rd  ;df\H-d 

J r H . o  f< : l  i f  'V: I'!',!•; u (  .M .-it J... mi, *tc Capital,

■ 'I' •.. > i> I i i • I h  . /■ .Ti «•»



W,

. <* a U sk a - v :‘ * ; " •-*-*•:

;...-■ to  pR0nai d  w. L o re n s e n , /fyf
A s s i s t a n t  A t to rn e y  G en e ra l 6/<5>,0 2 $ ;  Q
D epartm en t o f  Law ‘ 0̂{j j

THRU: W ilson  L . C ondon^D epu ty  A t t ’ y .  Gdtf? 1 O c t o b e r f
THRU: W illiam  S . S p e a r , /D epu ty C om m issione r

raOM: Dale W. Cheek C \  Q . . p j  SUBJECT‘ R eq u e s t f o r  O p in ionD i r e c to r  ( j j L J k i i J L  r e :  AS 23 -05 .160 and
Wage and H ou r/M ech an ica l AS 23 .10 .060

E n g in e e r in g  D iv i s io n  
D epartm en t o f  Labo r

The D epa rtm en t o f  Lab o r r e s p e c t f u l l y  r e q u e s t s  o f  th e  D epartm en t 
•• ; o f Law , an i n t e r p r e t a t i o n  o f  w he th e r " F l e x - t im e "  would o r
•/. . would n o t be an a c c e p ta b le  c o n d i t io n  o f  employment unde r AS

2 3 .0 5 .l6 0  and AS 23 .05 .U 60 . I t  h a s  a lw ay s been th e  D epartm en t 
o f L a b o r ’ s  p o s i t i o n  t h a t  f l e x - t im e  would be c o n t r a r y  to  th e  
i n t e n t  o f  th e  A la s k a  Wage & Hour A c t a s  we re a d  i t .  T h is  
would ap p ea r to  be su p p o r te d  by th e  s t r o n g e r  law p r o v i s io n  
u nd e r th e  FLSA .
We would v e r y  much a p p re c ia te  an e a r l y  d e te rm in a t io n  o f  t h i s  
i s s u e  a s i t  b a re s  d i r e c t l y  to  th e  outcome o f  c a se  now p en d in g  
b e fo r e  th e  D epartm en t' o f  L ab o r and w i l l  have a r e l a t e d  
e f f e c t  on o th e r  em p lo y e rs , p a r t i c u l a r y  in  th e  o i l  i n d u s t r y .
We have a t ta c h e d  p o s i t i o n  p a p e r s ,  r e :  th e  i n s t a n t  c a se  o f
K lu t i n g ,  R . v s .  Dowell D iv i s io n  o f  Dow Chem ica l Company. In  
o u r in v e s t i g a t io n ,  o f  t h i s  c o m p la in t, I n v e s t i g a t o r  Don W ilson  
o f  o u r Wage and Hour D iv i s io n ,  A ncho rage , has worked c lo s e ly  
w ith  A s s i s t a n t  A t to rn e y  G e n e ra l, P a t Kennedy o f  you r s t a f f  
f o r  l e g a l  g u id a n c e .
Thank you f o r  you r a t t e n t i o n  and th e  c o n t in u in g  c o o p e ra t io n  
we en jo y  w ith  th e  D epartm en t o f  Law..
DWC/rh .
A tta c h m en t
c c :  E .T .  Lee L e la n d , S u p e rv i s o r



T0: r  D a l e  C h e e k ,  D i r e c t o r DATE: S e p t e m b e r  28, 1 9 7 7
W a g e  & H o u r  D i v i s i o n  

D e p a r t m e n t  o f  L a b o r  
P. 0. B o x  6 3 0

FILE N O :

J u n e a u ,  A l a s k a TELEPHONE NO :

T h r u :

B e n n y  J o y ,  S u p e r v i s o r SUBJECT: Kluti'ng, R. vs: D o w e l l  D i v i s i o n  

o f  D o w  C h e m i c a l  Co 
( F l u c t u a t i n g  W o r k w e e k  )F r o m :  D o n a l d  R. W i l s o n

W / H  S u p e r v i s o r  II 

W a g e  & H o u r  D i v i s i o n  

D e p a r t m e n t  o f  L a b o r  

6 5 0  W. I n t ' l  A i r p o r t  R o a d  

S u i t e  1 0 0  I n t ' l  B l d g .  A n n e x  

A n c h o r a g e ,  A l a s k a  9 9 5 0 2

T h e  A n c h o r a g e  R e g i o n a l  O f f i c e  is c u r r e n t l y  p r o c e s s i n g  a w a g e  
c l a i m  as c a p t i o n e d  a b o v e .

T h i s  is a c l a i m  i n  w h i c h  t h e  d e p a r t m e n t ,  as a s s i g n e e  f o r  t h e  

c l a i m a n t ,  d i s p u t e s  t h e  v a l i d i t y ,  u n d e r  A l a s k a  S t a t u t e s ,  o f  a 

w a g e  p a y m e n t  p l a n  k n o w n  as t h e  " F l u c t u a t i n g  W o r k w e e k . "

O n  A u g u s t  19, 1 9 7 7  w e  m e t  w i t h  l e g a l  c o u n s e l  f o r  t h e  d e f e n d a n t  

c o r p o r a t i o n  and a g r e e d ,  as a m e a n s  to r e c o n c i l e  t h i s  m a t t e r ,  

to s u b m i t  o u r  s e p a r a t e  p o s i t i o n  s t a t e m e n t s  to t h e  A t t o r n e y  
G e n e r a l ' s  O f f i c e  f o r  t h e i r  i n t e r p r e t a t i o n  o f  A l a s k a  S t a t u t e s  

a n d  s p e c i f i c a l l y  to t h e  v a l i d i t y  of t h e  " F l u c t u a t i n g  W o r k w e e k , "  
in A l a s k a .

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

w i t h  o u r  r e q u e s t  t h a t  t h e s e  p o s i t i o n s  be f o r w a r d e d  to t h e  
D e p a r t m e n t  o f  L a w  f o r  t h e i r  r e v i e w  a n d  o p i n i o n .
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A N C H O R A G E  R E G I O N A L  O F F I C E

T h e r e  is a pay pl a n  u n d e r  F e d e r a l  W a g e  and H o u r  L a w  w h i c h  

p r o v i d e s  f o r  an i r r e g u l a r  w o r k w e e k  ( f l u c t u a t i n g  h o u r s )  for 

f i x e d  w e e k l y  pa,> . T h i s  plan is m o r e  c o m m o n l y  k n o w n  as the 

" F l u c t u a t i n g  W o r k w e e k ,  (FWW)," and is a d d r e s s e d  in T i t l e  29, P a r t  

778 of the " C o d e  of F e d e r a l  R e g u l a t i o n s , "  S e c t i o n  7 7 8 . 1 1 4 .

W h i l e  the d e p a r t m e n t  c o n c e d e s  t h a t  the " F W W , "  is a v a l i d  pay 

pl a n  u n d e r  F e d e r a l  R e g u l a t i o n s ,  t h e  d e p a r t m e n t  c o n t e n d s  that 

the plan is not now, n o r  has it e v e r  oee.n r e c o g n i z e d  as v a l i d  

for e m p l o y e r s  e n g a g e d  in c o m m e r c e  or b u s i n e s s  w i t h i n  the s t a t e  

of Alaska., We h a v e  no s p e c i f i c  " C a s e , "  u p o n  w h i c h  to ba s e  this 

c o n c l u s i o n ,  but i n s t e a d  use the A l a s k a  S t a t u t e ,  T i t l e  23 and 

" C o m m o n  K n o w l e d g e "  to s u p p o r t  our r a t i o n a l e .

S p e c i f i c a l l y ,  AS SEC. 2 3 . 1 0 . 0 6 0 .  P a y m e n t  of O v e r t i m e ,  states:

No employer who employs employees engaged in commence, 
or cither business, or in the production of goods or 
materials in Alaska may employ an employee not acting 
in a supervisory capacity, either male or female, for 
a workweek longer than 40 hours or for more than eight 
hours a d a v , except that if an employer finds it 
necessary to employ an employee in excess of 40 hours 
a week or eight hours a day, compensation for overtime 
at the rate of one and one-half times the regular rate 
of pay shall be paid, and this provision is considered 
included in all contracts of employment.

21 A d d i t i o n a l l y ,  AS S E C . 2 3 . 0 5 . 1 6 0 . N o t i c e  of W a o e  P a y m e n t s ,  st a t e s :

An employer shall notify his employee in writing at the 
time of hiring of the day and place of payment, and the 
rate of pay, and of any change with respect to these 
items on the payday before the time of change. An 
employer may give this notice by posting a statement of 
facts, and keeping it posted conspicuously at or near 
the place of work where the statement can be seen by 
each employee as he comes and goes to his place of work.

S i n c e  A l a s k a  S t a t u t e ,  for the p u r p o s e  of o v e r t i m e ,  i n c o r p o r a t e s  

the e i g h t  h o u r  law alo n g  w i t h  the F e d e r a l  40 h o u r  law, o v e r t i m e  

p a y m e n t  w o u l d  h a v e  to be m a d e  for w e e k s  of less th a n  40 hours 

w h e r e  days in e x c e s s  of e i g h t  hours w e r e  w o r k e d .  It w o u l d  t h e r e­

fore w o r k  to the e m p l o y e r ' s  d e t r i m e n t  s i n c e  if the w a g e  ra t e  

s l i d e s  d o w n w a r d  a f t e r  40 hou r s  it w o u l d  h a v e  to s l i d e  u p w a r d  for



P a g e  2

1 w e e k s  w h e r e  l e s s  t h a n  40 h o u r s  w e r e  viorked, but d a y s  in e x c e s s  of

2 e i g h t  h o u r s  w e r e  w o r k e d .
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A d d i t i o n a l l y ,  s i n c e  A l a s k a  S t a t u t e  c o n t a i n s  a p r o v i s i o n  t h a t  

r e q u i r e s  an e m p l o y e r  to m a k e  n o t i f i c a t i o n  of c h a n g e s  of the r a t e  

of pay, in w r i t i n g ,  on the p a y d a y  b e f o r e  t h e  d a t e  of c h a n g e ,  an 

e m p l o y e r  a t t e m p t i n g  to u s e  the " F W W , "  c o u l d  n o t  p o s s i b l y  c o m p l y  

w i t h  AS 2 3 . 0 5 . 1 6 0 .

9 A c c o r d i n g l y ,  t h e  " F W W , "  s i n c e  it r e q u i r e s  c o n t i n u o u s  r a t e

10 c h a n g e s ,  ( e v e r y t i m e  o v e r t i m e  is r e q u i r e d ,  or le s s  t h a n  40 h o u r s

11 a r e  w o r k e d )  c a n n o t  be in c o m p l i a n c e  w i t h  the legal r e q u i r e m e n t s

12 to n o t i f y  e m p l o y e e s  as set f o r t h  in AS SEC. 2 3 . 0 5 . 1 6 0 .

Final r e f e r e n c e  is m a d e  to AS SEC. 2 3 . 1 0 . 0 9 5. A d o p t i o n  of F e d e r a l  

R e g u l a t i o n s . We h a v e  m a d e  d i l i g e n t  s e a r c h  t h r o u g h  our d e p a r t m e n t  

and can f i n d  no i n s t a n c e  w h e r e  any c o m m i s s i o n e r ,  i n c l u d i n g  the 

c u r r e n t  a d m i n i s t r a t i o n ,  has a d o p t e d  t h a t  p o r t i o n  of the C o d e  of 

F e d e r a l  R e g u l a t i o n s  t h a t  a d d r e s s e s  the FWW. To the c o n t r a r y ,  

and in s u p p o r t  of o ir r a t i o n a l e  of " P u b l i c  K n o w l e d g e , "  we w o u l d  

i n v i t e  y o u r  a t t e n t i o n  to t h e  a t t a c h e d  l e t t e r  f r o m  the U.S. 

D e p a r t m e n t  of L a b o r  as E n c l o s u r e  H I .

3 i i



EMPLOYMENT STANDARDS ADMINISTRATION 
WAGE AND HOUR DIVISION

U.S. D E P A R T M E N T  O F  L A B O R

P.O. Box 1097 
Anchorage, Alaska 99510

Ddi*: September 19, 1977 jg
R * fb  to S
Attn of:

Subittt: Fluctuating work week pay plans
V

To: Hr. Doh H. .ill son
Alaska State Department of Labor 
Wage and Hour Division 
Suite 100, International Bldg. Annex 
650 W. International Airport P-sad 
Anchorage, Alaska 99502

Dear hr. Wilson:

I an in receipt of yrur letter of September 15th regarding my 
instructions or conrents to employers concerning the fluctuating 
work week pay plan.

The fluctuating V'rk week pay plan is a valid pay olan under the 

Fair ..'lor Standards Act and employers or employees vino ask about, 
it are so advised. I have also mace it a practice to advise them 
that even though it is a legal si'ster. under the fece"al law it is 

net a valid plan under the State of Alaska labor lew and that they 
should contact tha State w'e-e and Hour Division.

I trust that thi3 letter will answer your cues'i ns regarding my 
com ents to persons or firms regarding the applicability of the 

federal labor laws.

If I can be of further assistance olease contact me.

Very truly yours,

Jrjck 3. Her tv 

'Compliance Specialist
S E P  2  

i h b o ?< ’J 'V' o w r a
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;SDR  LAW CG'**?-!AKCc CIV. 
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RE: A la sk a  Wage and Hour A c t
F lu c tu a t in g  Workweek Q uestio n

Dear S i r s :
T h is  p o s i t io n  pap e r i s  b e in g  su b m itte d  to  th e  O f f i r s  o f  th e  A t to rn e y  G enera l on b e h a l f  o f  th e  Dowell 

D iv is io n  o f  th e  Dow Chem ical Company ( "Company") ,  p u rsu a n t to  an ag reem en t betw een Dowell and th e  Wage and Hour D iv is io n  o f  th e  A la sk a  D epartm en t o f  L ab o r. I t  i s  re q u e s te d  by Dowell and th e  Wage and Hour D iv is io n  t h a t  th e  A t to rn e y  G enera l re n d e r a l e g a l  o p in io n  re g a rd in g  th e  c o n tro v e rs y  which has a r i s e n  betw een th e  two p a r t i e s  and which i s  more f u l l y  d i s ­c lo se d  below .
INTRODUCTION

On May 19, 1977, th e  Wage and Hour D iv is io n  o f  th eA la sk a  D epartm en t o f  Labo r in  Anchorage is s u e d  a wage c la ima g a in s t  th e  Dowell D iv is io n  o f  th e  Dow Chem ical Company.
The c la im , f i l e d  on b e h a l f  o f  Mr. Randy K lu t in g ,  a s s e r te d  t h a t  Dowell had fa i le d , to  p ro v id e  th e  c la im a n t w ith  h i s  f u l l  o v e rtim e  pay e n t i t le m e n t  w h ile  he was in  th e  company's 
employ as a s e r v ic e  o p e ra to r  from  March 3, 1976 u n t i l  A p r i l  28, 1977.

The c la im  a s s e r te d  by th e  A la sk a  D epartm ent o fLabo r i s  p a r t  o f  what appea rs to  be a b road  c h a lle n g e  to  th emethod by which th e  Company had p a id  i t s  employees fo r  s e v e r a l  y e a rs  — th e  s o - c a l le d  " f l u c t u a t i n g  workweek m ethod ". 
T h is  method o f  com pensa tion  i s  g ea red  to  th e  s p e c ia l  p rob lem s 
c o n fro n te d  by em ployers and employees in  b u s in e s s e s  where work sch ed u le s  v a ry  c o n s id e ra b ly  from  day to  day and week to  week. The u n c e r ta in  and d r a s t i c a l l y  v a r i a b le  c o n d it io n s  o f  
o p e ra t io n s  w i th in  th e  o i l  in d u s t r y  in  A la sk a  have made such
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a p la n  e s p e c i a l l y  s u i t e d  to  th e  needs o f  Dowell and many o th e r  companies engaged in  o i l  p ro d u c tio n .
The f l u c tu a t i n g  workweek method i s  e s s e n t i a l l y  a s a l a r y  p lu s  o v e rtim e  p la n . I t  p ro v id e s  r. g u a ra n te e d  w eek ly  s a l a r y  to  an employee r e g a r d le s s  o f  th e  number o f  h ou rs  which he a c tu a l l y  w o rk s. F o r example, w he the r an in d iv id u a l  employee works 30 hou rs o r  50 hou rs in  a g iv e n  week, he i s  g u a ra n te e d  to  r e c e iv e  h i s  p r e v io u s ly  s p e c i f i e d  s a l a r y  f o r  t h a t  w eek 's work.
In  a d d i t io n  to  t h a t  gu a ran te ed  s a l a r y ,  however, th e  employee, unde r fe d e r a l  and s t a t e  law , i s  a l s o  e n t i t l e d  to  o ve rtim e  com pensa tion  f o r  th o se  hou rs which he works in  e x c e ss  o f  40 p e r  week o r  8 p e r  day. The amount o f  t h i s  a d d i t io n a l  com pensa tion  i s  de te rm ined  by m u l t ip ly in g  th e  number o f  o v e rtim e  hou rs by o n e -h a l f  o f  th e  em p loyee 's 

h o u r ly  r a t e  f o r  t h a t  week. T h is  i s  done because th e  employee, under th e  f l u c tu a t i n g  workweek method, i s  deemed to  have been f u l l y  compensated, on a s t r a i g h t  tim e  b a s i s ,  f o r  any o v e rtim e  hou rs worked.
The h o u r ly  r a t e  o f  pay f o r  an in d iv id u a l  employee I * unde r t h i s  sy s tem  i s  th e  fo c a l  p o in t  o f  th e  p r e s e n t  d is p u te .

] .* Under th e  f l u c tu a t i n g  workweek method th e  h o u r ly  r a t e ,  a ls oknown as " r e g u la r  r a t e  o f  p a y " , v a r i e s  from  week to  week as a fu n c tio n  o f  th e  number o f  hou rs a c tu a l l y  worked in  t h a t  J U  v * 7  week. In  o th e r  words, f o r  th e  pu rpo se  o f  c a l c u la t in g  o v e r -Jb** • ̂  t im e , i t  i s  n e c e s s a ry  to  de te rm ine  an em p loyee 's r e g u la r‘ r a t e  o f  pay d u r in g  th e  week in  q u e s t io n . T h is  i s  accom p lishedc. by d iv id in g  th e  gu a ran te ed  weekly s a l a r y  by th e  number o f
^ h ou rs  a c tu a l l y  worked d u r in g  t h a t  week. Once t h i s  r e g u la rUV r a t e  o f  pay has been de te rm ined , i t  i s  m e re ly  d iv id e d  inJ * *  if.'3 h a l f  and m u l t ip l i e d  by th e  number o f  h ou rs o f  o v e rtim e

worked by th e  employee f o r  t h a t  week. T h is  r e s u l t  i s  th e n  added to  th e  w eek ly  s a l a r y  to  a r r i v e  a t  th e  em p loyee 's t o t a l  com pensa tion  f o r  t h a t  p a r t i c u l a r  week.
The le g i t im a c y  o f  th e  f l u c tu a t i n g  workweex method h a s c o n s i s t e n t l y  been re co gn ized  by th e  fe d e r a l  c o u r t s  and in  fe d e ra l  r e g u la t io n s  adopted p u rsu a n t to  th e  F a i r  Labo r S ta n d a rd s  A c t. F o r t h i s  re a so n , and because  i t  i s  so  w e ll 

s u i t e d  to  th e  p a r t i c u l a r  c irc um stan c e s  o f  employment in  th e  o i l  in d u s t r y  in  A la sk a , many companies th ro u gh o u t th e  s t a t e  have implemented th e  f lu c tu a t i n g  workweek method as th e  s ta n d a rd  wage fo rm u la  f o r  employee com pensa tion .
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The f l u c tu a t i n g  workweek method o f  com pen sa tio n . i s  a t t r a c t i v e  b o th  to  em p loye rs, and to  em ployees who work weeks o f  i r r e g u l a r  h o u rs . I t  e n a b le s  b o th  p a r t i e s  to  make re a so n a b le  f o r e c a s t s  w ith  re g a rd  to  th e  amount o f  w eekly wages t h a t  w i l l  be p a id . T h is  i s  e s p e c i a l l y  c o n v en ie n t f o r  employees and t h e i r  f a m i l i e s  who o th e rw ise  would be u n c e r ta in  from  week to  week how much com pensa tion  th e y  cou ld  e x p e c t to  r e c e iv e .
In  th e  p r e s e n t  m a t te r ,  th e  A la sk a  D epartm en t o f  Labo r i s  c la im in g  t h a t  th e  f l u c tu a t i n g  workweek method i s  n o t v a l i d  unde r a p p l ic a b le  A la sk a  wage and hou r s t a t u t e s .Such a d e te rm in a tio n  by th e  D epartm ent o f  Labo r has p o t e n t i a l l y  f a r  re a c h in g  r a m i f i c a t io n s  because o f  th e  la r g e  number o f  companies c u r r e n t l y  u s in g  th e  f l u c tu a t i n g  workweek method.

In  t h i s  p a r t i c u l a r  a c t io n  th e  D epartm en t i s  s e e k in g  re c o v e ry  o f  th e  amount o f  o v e rtim e  pay which Mr. K lu t in g  would have re c e iv e d  unde r a p p l ic a b le  wage and hour s t a t u t e s  i f  th e  f l u c tu a t i n g  workweek method had n o t been u t i l i z e d .
A t a m ee tin g  on A ugu st 19, 1977, in  Anchorage ,Dowell and th e  Wage and Hour D iv is io n  ag reed  t h a t  th e  O ff ic e  o f  th e  A t to rn e y  G enera l would p ro v id e  an im p a r t ia l  

forum  f o r  e v a lu a t io n  o f  th e  argum en ts oppo sin g  and in  su p p o r t o f  th e  f l u c tu a t i n g  workweek method o f  com pensa tion . S in c e  
th e  u l t im a te  r e s o lu t io n  o f  t h i s  m a t te r  r e s t s  upon s o p h i s t i c a te d  le g a l  a n a ly s i s  and c o n s t ru c t io n  o f  v a r io u s  s t a t u t e s  and o th e r  a u th o r i t y ,  i t  was ag reed  t h a t  an A tto rn e y  G e n e ra l 's  Opinion sh ou ld  be p ro cu red  b e fo re  th e  Wage and Hour D iv is io n  expands th e  a p p l ic a t io n  o f  i t s  i n t e r n a l  d e c is io n .

I I .
ISSUE PRESENTED

I s  th e  f l u c tu a t i n g  workweek method o f  com pensa tion  a c c ep ta b le  unde r th e  A la sk a  Wage and Hour A c t a n d /o r have companies o p e ra t in g  in  A la sk a , in c lu d in g  Dowell, j u s t i f i a b l y  r e l i e d  upon th e  p la in  language o f  t h a t  s t a t u t e  in  u t i l i s i n g  th e  f l u c t u a t i n g  workweek method?
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 _ ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
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ARGUMENT
A. The A la sk a  Wage and Hour A c t E x p r e s s ly  R eco gn ize s T h a t 

I t s  A d m in is t r a t io n  and C o n s tru c t io n  A re  to  Be Governed by P r e v a i l i n g  F e d e ra l A u th o r i ty  C once rn ing  th e  F e d e ra l 
F a i r  Tabo r S ta n d a rd s  A c t and th e  R e g u la t io n s  Adopted Under I t __________________________________________________________

The A la sk a  Wage and Hour A c t i s  c o d i f i e d  in  th e  S t a t e  s t a t u t e s  in  §§23.10.050 -  .150. S e c t io n  23 .10 .060 o f  th o se  s t a t u t e s  s e t s  f o r t h  th e  S t a t e ' s  payment f o r  o v e rtim e  p ro v i s io n s ,  in  p e r t i n e n t  p a r t  as fo l lo w s :
"No em p loyer who employs employees engaged 
in  commerce, o r o th e r  b u s in e s s ,  o r  in  th e  p ro d u c tio n  o f  goods o r  m a te r ia l s  in  A la sk a  may employ an employee n o t a c t in g  i n  a s u p e rv is o r y  c a p a c i ty ,  e i t h e r  male o r  fem a le , f o r  a workweek lo n g e r  th a n  40 h ou rs  o r  f o r  more th a n  e ig h t  hou rs a day, e x c e p t t h a t  i f  th e  em p loyer f in d s  i t  n e c e s sa ry  to  employ an employee in  e x c e ss  o f  40 hou rs a week o r  e i g h t  h ou rs a day , com pensa tion f o r  th e  o v e r ­tim e  a t  th e  r a t e  o f  one and o n e -h a l f  t im e s  th e  r e g u la r  r a t e  o f  pay s h a l l  be p a id , and t h i s  
p ro v i s io n  i s  c o n s id e re d  in c lu d ed  in  a l l  c o n t r a c t s  o f  em ploym ent." [Em phasis added .]

L a t e r  in  th e  Wage and Hour A c t, §23.10.145 p ro v id e s :
"Term s u sed  in  §§50-150 o f  t h i s  g h a p te r  
s h a l l  be d e f in e d , where a p p l ic a b le , as 
th e y  a re  d e fin e d  in  th e  fe d e r a l  F a i r  L abo r S ta n d a rd s  A c t o f  1938, as amended, o r  th e  
r e g u la t io n s  adop ted under \ t . "
C le a r ly  th e  o p e ra t iv e  language in  th e  f i r s t  above- quo ted s e c t io n  i s  th e  u n d e r lin e d  te rm  " r e g u la r  r a t e  o f  p a y " . Under §23.10.060, o v e rtim e  com pensa tion i s  a b s o lu te ly  dependen t upon th e  amount o f  pay  deemed in c lu d ed  in  an em p lo yee 's " r e g u la r  r a t e " .  The f l u c tu a t i n g  workweek q u e s t io n  w ith  which we a re  h e re  concerned i s  a ls o  in t im a te ly  connec ted  

w ith  t h a t  te rm . The f l u c tu a t i n g  workweek app roach i s  e s s e n t i a l l y  a method o f  a s c e r ta in in g  an em p loyee 's r e g u la r  
r a t e  o f p ay . The co rre sp o n d in g  " r e g u la r  r a t e "  te rm  in  th e
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V s" f e d e r a l  F a i r  Lab o r S ta n d a rd s  A c t h a s ( always' been d e f in e d  to  Vp in c lu d e  th e  f l u c t u a t i n g  workweek m etnsd—aS^ a c c e p ta b le  undert h a t  s t a t u t e .
The q u e s t io n  to  be r e s o lv e d , t h e r e fo r e ,  i s  w he ther th e  te rm  " r e g u l a r  r a t e  o f  p ay " in  A la s k a  s t a t u t e  §23.10.060 encom passes t i e  f l u c t u a t i n g  workweek method. The answer i s  c l e a r l y  p ro v id e d  in  §23-10.145. T h a t s e c t io n  unam biguously s t a t e s  t h a t  th e  te rm s  u t i l i z e d  in  th e  Wage and Hour A c t a re  to  be d e fin e d  a s th e y  a re  d e fin e d  i n  th e  fe d e r a l  F a i r  Labo r S ta n d a rd s  A c t o r  th e  r e g u la t io n s  adop ted  unde r i t .
The o n ly  p o s s ib le  c o m p lic a tio n  connec ted  w ith  §23.10.145 a r i s e s  from  th e  "where a p p l ic a b le "  p h ra se  co n ta in ed  th e r e in .  N e v e r th e le s s ,  th e r e  i s  no m e r i t  in  a c o n te n tio n  t h a t  th e  te rm  "where a p p l ic a b le "  g iv e s  th e  S t a t e  D epartm en t o f  Labo r th e  d i s c r e t i o n  to  ig n o re  c l e a r  and unambiguous fe d e r a l  p ro n u n c ia t io n s  re g a rd in g  s p e c i f i c  p ro v is io n s  o f  th e  A c t.
S e c t io n  23.10.145 c o n ta in s  language  which i s  

c l e a r l y  m anda to ry  and n o t d i s c r e t io n a r y .  I t  s t a t e s  t h a t  te rm s u sed  in  th e  Wage and Hour A c t " s h a l l  be d e f in e d "  as th e y  a re  d e f in e d  unde r fe d e ra l  law . I t  i s  w e ll re co gn iz ed  in  th e  law  t h a t  th e  word " s h a l l "  in  a l e g i s l a t i v e  enac tm en t d em o n s tra te s  th e  l e g i s l a t u r e ' s  in te n t io n  t h a t  th e  body 
cha rged  w ith  a d m in ic t r a t io n  o f  t h a t  s t a t u t e  i s  o b l ig a te d  to  perform , th e  s t a t e d  fu n c t io n .  The f a c t  t h a t  r h i s  s e c t io n  o f  th e  Wage and Hour A c t c o n ta in s  such m anda to ry  language  i s  
s t r o n g  ev id en ce  t h a t  th e  l e g i s l a t u r e  o f  A la sk a  d id  n o t in te n d  tc  g r a n t  any p a r t i c u l a r  d i s c r e t i o n  to  th e  D epartm en t o f  Labo r in  r e g a rd  to  th e  d e f i n i t i o n  o f  te rm s .

f

The in c lu s io n  o f  th e  te rm  "where a p p l ic a b le "  doer n o th in g  to  r e q u i r e  a d i f f e r e n t  c o n c lu s io n . I t  sh ou ld  be re a d  as though  th e  l e g i s l a t u r e  were s a y in g  c h a t i f  f e d e r a l  law has d e f in e d  a p a r t i c u l a r  te rm  which app ea rs in  th e  Wage 
and Hour A c t, t h a t  fe d e r a l  d e f i n i t i o n  shou ld  be a p p lie d  by th e  D epartm en t o f  Labo r in  a d m in is te r in g  th e  A la sk a  s t a t u t e .  S u p p o rt f o r  t h i s  i n t e r p r e t a t i o n  i s  found in  th e  d e f i n i t i o n  o f  th e  words used in  t b i t  s t a t u t o r y  s e c t io n .  W eb s te r 's  D ic t io n a ry  d e f in e s  th e  word " a p p l ic a b le "  p r im a r i l y  as "cap ab le  o f  b e in g  a p p l ie d . "  T h is  d e f i n i t i o n  o f  " a p p l ic a b le "  was app roved in  Thomas v . C i ty  o f  H u n tin g to n , 80 Iiid . App. ”76,141 N .E . 358, 359 (1928 ), and Hodges v . Canal I n s . Co. ,M is s . 223 S o .2d 630, 633 (1969 ). T h a t d e f i n i t i o n  does n o t 
c o n ta in  a d i s c r e t i o n a r y  e lem en t. In  th e  p re s e n t  c o n te x t i t



Li t t e e r . M e n d e e s o x , Fa s t i f f  &  T i c h y

O ff ic e  o f  th e  A t to rn e y  G enera l S t a t e  o f  A la sk a  
Sep tem ber 30, 1977 Page 6

m e re ly  in d ic a te s  t h a t  i f  a fe d e ra l  d e f i n i t i o n  can p o s s ib ly  
be a p p l ie d , i t  m ust be a p p lie d . Any o th e r  i n t e r p r e t a t i o n .o f  th e  words "where a p p l ic a b le "  would be w ith o u t fo u n d a tio n .

I t  i s  o b v io u s , th e r e fo r e ,  t h a t  in  acco rdance w ith  §23.10.145 gu idance m ust be sough t from  th e  fe d e r a l  F a i r  
Labo r S ta n d a rd s  A c t r e g a rd in g  th e  d e f i n i t i o n  o f  " r e g u l a r  r a t e  o f  p a y " .

B. The F a i r  Labo r S ta n d a rd s  A c t and I t s  R e g u la t io n s  E x p l i c i t l y  R ecogn ize and Sup po rt th e  Use o f  th e  F lu c tu a t in g  Work Week Method o f  Com pensation
S e c tio n  7 o f  th e  F a i r  Labo r S ta n d a rd s  A c t p ro v id e s  t h a t  o v e rtim e  m ust be p a id  to  an employee f o r  a l l  h ou rs worked in  e x c e ss  o f  40 hou rs in  a s i n g l e  workweek a t  a r a t e  n o t l e s s  th a n  one and o n e -h a l f  tim e s th e  " r e g u la r  r a t e "  a t  which he i s  employed. E x te n s iv e  r e g u la t io n s  have been p rom u lga ted  by th e  F e d e ra l D epartm ent o f  Labo r to  e x p la in  

and d e f in e  S e c tio n  7 ' s  " r e g u la r  r a t e "  te rm . Those e x p la n a tio n s  and d e f i n i t i o n s  a re  c o d i f ie d  in  T i t l e  29 o f  th e  Code o f  F e d e ra l R e g u la t io n s , b e g in n in g  a t  S e c t io n  778. As s t a t e d  in  ser-H nn th o se  r e g u la t io n s  c o n s t i t u t e  " th e  o f f i c i a l
r<crln te r p r e ta t io i r^ a f  th e  D epartm ent o f  Labo r w ith  r e s p e c t  to  th e  meaning and a p p l ic a t io n  o f  th e  maximum hou rs and o v e rtim e  pay re q u irem en ts  c o n ta in ed  in  S e c tio n  7 o f  th e  A c t . "

The a c tu a l d e f i n i t i o n s  o f  th e  " r e g u la r  r a t e "  te rm  b e g in  w ith  R e g u la tio n s  S e c tio n  788.108. I t  i s  th e r e  s t a t e d :
"The ' r e g u la r  r a t e '  o f  pay unde r th e  
A c t canno t be l e f t  to  a d e c la r a t io n  by th e  p a r t i e s  as to  what i s  to  be t r e a t e d  
as th e  r e g u la r  r a t e  f o r  an em ployee; i t  
m ust be drawn from  whav. happens unde r th e  employment c o n t r a c t . "

S e c t io n  778.109 s t a t e s :
"The 1 re  mi 1a r  r a t e ' under th e  A c t i s  &~~ratep e r h ou r'ta . . The r e g u la r  h o u r ly  
r a t e  o f  pay o f  an employee i s  d e te rm in ed  
by d iv id in g  h i s  t o t a l  rem un e ra tio n  f o r  employment (e x c e p t s t a t u t o r y  e x c lu s io n s )  in  any workweek by th e  t o t a l  number o f  h o u rs  a c tu a l l y  worked by him in  t h a t
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workweek f o r  which such com pensa tion  was p a id . The fo l lo w in g  s e c t io n s  g iv e  some exam ples o f  th e  p ro p e r method o f  d e te r ­m in in g  th e  r e g u la r  r a t e  o f  pay  in  p a r t i c u l a r  i n s t a n c e s . "
S e c t io n  778.114 o f  th e  R e g u la t io n s  c o n ta in s  th e  example o f  th e  p ro p e r method o f  d e te rm in in g  th e  r e g u la r  r a t e  o f  p ay  in  in s ta n c e s  where f ix e d  s a l a r i e s  a re  p a id  f o r  f l u c t u ­a t in g  h ou rs o f  work. T h a t s e c t io n  p ro v id e s :

" ( a )  An employee employed on a s a l a r y  b a s i s  may have hou rs o f  work which f lu c tu a t e  from  week to  week and th e  s a l a r y  may be p a id  him p u rsu a n t to  an u n d e rs ta n d in g  w ith  h i s  em p loyer t h a t  he w i l l  r e c e iv e  such f ix e d  amount as s t r a i g h t  tim e pay f o r  w ha teve r h ou rs he i s  c a l le d  upon to  work in  c work­week, w he the r few o r many. Where th e re  i s  a c l e a r  m u tua l u n d e rs ta n d in g  o f  th e  p a r t i e s  t h a t  th e  f i x e d  s a l a r y  i s  com pensa tion  (a p a r t  from  o v e rtim e  prem ium s) ,  f o r  th e  hou rs worked each workweek, w ha teve r t h e i r  number, r a th e r  th a n  f o r  w o rk in g  40 hou rs o r  some o th e r  f i x e d  w eek ly  work p e r io d , such a s a l a r y  a rrangem en t i s  p e rm it te d  by th e  A c t i f  th e  amount o f  th e  s a l a r y  i s  s u f f i c i e n t  to  p ro v id e  com pensa tion  to  th e  employee a t  a r a t e  n o t l e s s  th an  th e  
a p p l ic a b le  minimum wage r a t e  f o r  e v e ry  hour worked in  th o se  workweeks in  which th e  number o f  h ou rs  he works i s  g r e a t e s t ,  and i f  he 
r e c e iv e s  e x t r a  com pensa tion , in  a d d i t io n  to  such  s a la r y ,  f o r  a l l  o v e rtim e  hou rs worked a t  a r a t e  n o t l e s s  th an  o n e -h a l f  h i s  r e g u la r  r a t e  o f  pay . S in c e  th e  s a l a r y  in  such, a s i t u a t i o n  i s  in te n d ed  to  compensate th e  employee a t  s t r a i g h t  tim e r a t e s  f o r  
w ha te v e r hou rs a re  worked in  th e  workweek, th e  r e g u la r  r a t e  o f  th e  employee w i l l  
v a ry  from  week to  week and i s  d e te rm ined  by d iv id in g  th e  number o f  h ou rs  worked in  th e  workweek in to  th e  amount o f  th e  s a l a r y  to  o b ta in  th e  a p p l ic a b le  h o u r ly  r a t e  f o r  th e  week. Payment f o r  o ve rtim e  h o u rs  a t  o n e -h a l f  such r a t e  in  a d d i t io n  
to  th e  s a l a r y  s a t i s f i e s  th e  o v e rtim e  pay requ i.rement because such hou rs have
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a lre a d y  been compensated a t  th e  s t r a i g h t -  tim e  r e g u la r  r a t e ,  under th e  s a l a r y  a rran gem en t.
" ( L )  The a p p l ic a t io n  o f  th e  p r in c ip l e s  a b o v e - s ta te d  may be i l l u s t r a t e d  by th e  ca se  o f  an employee whose hou rs o f  work do n o t c u s to m a r i ly  fo llo w  a r e g u la r  sch edu le  b u t v a ry  from  week to  week, whose o v e rtim e  work i s  n eve r in  e x c e ss  o f  50 hou rs in  a workweek, and whose s a l a r y  o f  $80.00 a week i s  p a id  w ith  th e  u n d e rs ta n d in g  t h a t  i t  c o n s t i t u t e s  h i s  com pensa tion , e x c ep t f o r  o v e rtim e  prem ium s, f o r  w ha teve r hou rs a re  worked in  th e  workweek. I f  d u r in g  th e  co u rse  o f  4 weeks t h i s  employee works 40, 44, 50 and 48 h o u rs , h i s  r e g u la r  h o u r ly  r a t e  o f  pay in  each o f  th e s e  weeks i s  a p p ro x im a te ly  $2 .00, $1.82, $1.60, and $1.67, r e s p e c t i v e ly .  S in c e  th e  employee has a lre a d y  re c e iv e d  s t r a i g h t - t im e  com pensa tion on a s a l a r y  b a s i s  fo r  a l l  hou rs worked, o n ly  a d d i t io n a l  h a l f - t im e  pay i s  due. F o r th e  f i r s t  week th e  employee i s  e n t i t l e d  t_> be p a id  $80.00; f o r  th e  second week, $83.60 ($80.00 p lu s  4 hou rs a t  91 c e n ts ,  o r  40 hou rs a t  $1.82 p lu s  4 hou rs a t  $ 2 .7 3 ); f o r  th e  t h i r d  week $88.00 ($80.00 p lu s  j.0 hou rs a t  80 c e n ts ,  o r  40 hou rs a t  $1.60 p lu s  10 hou rs a t  $ 2 .4 0 ); f o r  th e  

fo u r th  week ap p ro x im a te ly  $86.72 ($80.00 p lu s  8 hou rs a t  84 c e n ts  o r 40 hou rs a t  $1.67 p lu s  8 hou rs a t  $ 2 .5 1 ).
" ( c )  The ’ f l u c tu a t in g  workweek1 method o f  o v e r t i .  i t  payment may n o t be 

used  u n le s s  th e  s a l a r y  i s  s u f f i c i e n t l y  la r g e  to  a s su re  t h a t  no workweek w i l l  be worked in  which th e  em p loyee 's ave rage  h o u r ly  e a rn in g s  from  th e  s a l a r y  f a l l  below th e  minimum h o u r ly  wage r a t e  a p p lic a b le  under th e  A c t, and u n le s s  th e  
employee c l e a r l y  u n d e rs ta n d s t h a t  th e  
s a l a r y  c o v e rs  w ha tever hou rs th e  job  may demand in  a p a r t i c u l a r  workweek and th e  em ployer pays th e  s a l a r y  even though  th e
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workweek i s  one in  which a f u l l  sch edu le  o f  hou rs i s  n o t worked,, T y p ic a l ly ,  such s a l a r i e s  a re  p a id  to  em ployees who do n o t c u s to m a r i ly  work a r e g u la r  sch edu le  o f  h o u rs  and a re  in  amounts ag reed  on by 
th e  p a r t i e s  as adequa te  s t r a i g h t - t im e  com pensa tion  f o r  lo n g  workweeks a s w e ll a s s h o r t  ones, unde r th e  c irc u m s ta n c e s  o f  th e  employment as a w ho le . Where a l l  th e  le g a l  p r e r e q u i s i t e s  f o r  u se  o f  th e  ' f l u c t u a t i n g  workweek1 method o f  o v e rtim e  payment a re  p r e s e n t ,  th e  A c t, in  r e q u i r in g  t h a t  'n o t l e s s  th a n ' th e  p re s c r ib e d  premium o f  50 p e rc e n t f o r  o v e rtim e  hou rs worked be p a id , does n o t p r o h ib i t  p a y in g  more. On th e  o th e r  hand, where a l l  th e  f a c t s  in d ic a te  t h a t  an employee i s  b e in g  p a id  f o r  h is  o v e rtim e  hou rs a t  a r a t e  no g r e a t e r  th an  t h a t  which he r e c e iv e s  fo r  n o n -o ve rtim e  h o u rs , com pliance w ith  th e  A c t canno t be r e s te d  on any a p p l ic a t io n  o f  th e  f l u c tu a t i n g  workweek o v e rtim e  fo ru m la ."
I t  i s  a b s o lu te ly  c le a r  from  th e  r e g u la t io n  quo ted  above t h a t  th e  f l u c tu a t i n g  workweek method i s  in c lu d ed  w ith in , and i s  an i n t e g r a l  p a r t  o f ,  th e  d e f i n i t i o n  o f  " r e g u la r  r a t e  o f  pay " under th e  F a i r  Labo r S ta n d a rd s  A c t. I t  i s  e q u a l ly  c le a r  t h a t  s in c e  th e  A la sk a  Wage and Hour A c t lo o k s  to  th e  fe d e r a l  F a i r  Labo r S ta n d a rd s  A c t f o r  i t s  d e f i n i t i o n  o f  t h a t  te rm , th e  " r e g u la r  r a t e  o f  p ay " te rm  in  th e  A la sk a  

s t a t u t e  a ls o  in c lu d e s  th e  f l u c tu a t i n g  workweek method. The lo g ic  o f  t h i s  re a so n in g  i s  in e sc a p a b le .

C. The L aw fu ln e ss  o f  th e  F lu c tu a t in g  Workweek Method has C o n s i s te n t ly  Been Upheld Under F e d e ra l Case Law_______
The above c o n c lu s io n  has been s t r o n g ly  and con­s i s t e n t l y  su p p o rte d  by th e  d e c is io n s  o f  th e  fe d e r a l  c o u r t s .  

A lm ost im m ed ia te ly  a f t e r  th e  F a i r  Labo r S ta n d a rd s  A c t o f  1938 was en a c ted , th e  U n ited  S ta t e s  Supreme C ou rt was con­
f ro n te d  w ith  a c h a lle n g e  to  th e  f l u c tu a t i n g  workweek method o f  com pensa tion . T h a t c h a lle n g e  was id e n t i c a l  to  th e  p r e s e n t  c a se  in  t h a t  th e  c o n tro v e rs y  fo cu sed  on th e  meaning o f  th e  te rm  " r e g u la r  r a t e  o f  p a y ."  In  O ve rn ig h t T ra n s p o r ta t io n  Company v . M i s s e l , 316 U .S . 572 (1942 ), th e  employee worked
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a s a " r a t e  c l e r k "  f o r  a c o rp o ra t io n  engaged in  i n t e r s t a t e  m o to r t r a n s p o r t a t i o n  a s a common c a r r i e r .  An ag reem en t had been  e n te re d  in to  betw een th e  company and th e  employee whereby th e  employee re c e iv e d  a f i x e d  w eek ly  wage f o r  i r r e g u l a r  h o u rs , and a r a t e  eq u a l to  one and o n e -h a l f  t im e s  h i s  " r e g u la r  r a t e  o f  p ay " f o r  a l l  h o u rs  i n  e x c e ss  o f  th e  s t a t u t o r y  maximum. In  u pho ld in g  th e  u se  o f  th e  p h ra se  " r e g u la r  r a t e  o f  pay " i n t e r p r e t e a  a s th e  t o t a l  w eekly com pensa tion  d iv id e d  by th e  t o t a l  number o f  h ou rs  worked ( th e  FWW i n t e r p r e t a t i o n ) ,  th e  C o u r t s t a t e d :
"No prob lem  i s  p re s e n te d  in  a s s im i l a t i n g  th e  com pu ta tio n  o f  o v e rtim e  f o r  employees unde r c o n t r a c t  hou rs which a re  th e  a c tu a l h o u rs  worked, to  s im i l a r  com pu ta tio n s f o r  em ployees on h o u r ly  r a t e s . Where th e  
employment c o n t r a c t  i s  f o r  a w eek ly  wage w ith  v a r ia b le  o r  f l u c tu a t i n g  h o u rs , th e  same method o f  com pu ta tion  p roduces th e  r e g u la r  r a t e  f o r  each week. As t h a t  r a t e  i s  on an h o u r ly  b a s i s ,  i t  i s  r e g u la r  in  th e  s t a t u t o r y  sen se  inasmuch a s th e  r a t e  p e r  hou r does n o t v a ry  f o r  th e  e n t i r e  week, though  week by week th e  r e g u la r  r a t e  v a r i e s  w ith  th e  number o f  uou rs  
worked. I t  i s  t r u e  t h a t  th e  lo n g e r  th e  hou rs- th e  l e s s  th e  r a t e  and th e  pay p e r  
h o u r. T h is  i s  n o t an argum en t, hqwever, a g a in s t  t h i s  method o f  d e te rm in in g  th e  
r e g u la r  r a t e  o f  employment f o r  th e  week in  q u e s t io n . A p a r t from  th e  A c t, i f  th e re  i s  a f ix e d  w eekly wage, r e g a r d le s s  o f  th e  le n g th  o f  th e  workweek, th e  lo n g e r  th e  hou rs th e  l e s s  a re  th e  e a rn in g s  p e r  hou r.
T h is  method o f  com pu ta tion  has been approved by each c i r c u i t  c o u r t  o f  ap p ea ls  which has c o n s id e re d  such p rob lem s. I t  i s  t h i s  quo­t i e n t  which i s  th e  ' r e g u la r  r a t e  a t  which 
an employee i s  employed* under c o n t r a c t s  o f  th e  ty p e s  d e sc r ib e d  and a p p lie d  in  t h i s  
p a ra g ra p h  f o r  f i x e d  w eekly com pensa tion  f o r  h o u rs , c e r t a in  o r v a r i a b l e . "  316 U .S . a t  580.

Numerous fe d e r a l  c a se s  have been gu id ed  by th e  p r in c ip l e  e s ta b l i s h e d  in  O ve rn igh t T r a n s p o r ta t io n  Company. The i n t e r p r e t a t i o n  o f  S e c t io n  7 o f  th e  F a i r  Labo r S ta n d a rd s
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A c t made in  t h a t  c a se  has been r e p e a te d ly  u t i l i z e d  to  s a n c t io n  
f l u c tu a t i n g  workweek p ro g ram s. In  th e  N in th  C i r c u i t ,  f o r  example, " r e g u l a r  r a t e  o f  p ay " was s im i l a r l y  d e f in e d  in  R o b e rtso n  v .  A la sk a  Juneau  Gold M in in g  Company, 157 F .2 d  875 (9 th  C i r .  1946 ). In  s t r i k i n g  down a p a r t i c u l a r  pay p la n  which p ro v id e d  a " r e g u la r  r a t e "  f o r  se ven  hou rs o f  th e  w o rk in g  day and s o - c a l le d  "o v e r t im e "  f o r  th e  a d d i t io n a l  one hou r o f  th e  v :o rk in g  day , th e  c o u r t  d e s c r ib e d  th e  p la n  as " a r t i f i c i a l . "  In  f in d in g  t h a t  th e  scheme was d e s ign ed  to  c ircum ven t th e  a p p l ic a t io n  o f  th e  A c t, th e  c o u r t  s t a t e d :

"The A c t [FLSA] does n o t n e c e s s a r i l y  r e q u i r e  an in c re a s e  o f  w ages, n o r does i t  fo r b id  a d e c re a se , so lo n g  as th e  wages p a id  a re  above th e  s t a t u t o r y  minimum. B u t i t  does r e q u i r e  t h a t  a l l  wages o r  th in g s  o f  va2.ue fo rm in g  p a r t  o f  th e  normal w o rk in g  income be u sed  to  d e te rm in e  th e  ' r e g u la r  r a t e , 1 and t h a t  t h a t  r e g u la r  r a t e  be a p p lie d  to  th e  f i r s t  40 hou rs worked, and f o r  a l lh ou rs worked in  a d d i t io n  a r a t e  one ando n e -h a l f  t im e s  th e  r e g u la r  r a t e  m ust be p a i d . "
In  a n o th e r much c i t e d  c a se , L an d re th  v . F o rd , Bacon & D a v is , 147 F .2 d  446 (8 th  C i r .  1945), th e  E ig h t  C i r c u i t  C o u rt o fA ppea ls a l s o  h e ld  t h a t  th e  f l u c t u a t i n g  workweek method, em­
p lo y in g  th e  te rm  " r e g u la r  r a t e  o f  p a y " , i s  iir: une from  a t t a c k  in  fe d e r a l  c o u r t s :

" I f  h i s  [an em p lo y ee 's ) employment i s  f o r  a f i x e d  w eekly com pensa tion  fo r  a week o f  v a r i a b le  o r f l u c tu a t i n g  h o u rs , th e  em p loyee 's r e g u la r  r a t e  o f  pay m ust be d e te rm in ed  byd iv id in g  h i s  f ix e d  w eekly com pensa tion  byth e  number o f  hou rs a c tu a l l y  worked in  any workweek; and in  c a se s  o f  employment a t  a f i x e d  w eekly com pensa tion  f o r  a workweek o f  f l u c tu a t i n g  h o u rs , th e  r e g u la r  r a t e  o f  an employee w i l l  n e c e s s a r i l y  v a r y  from  week to  week a c co rd in g  to  th e  number o f  hou rs w o rked ."
Accord , Mumbower v . C a l l i c o t , 526 F .2 d  1183 (8 th  C i r .  1975); M a s te rs v . M aryland Management C o ., 493 F .2 d  1329 (4 th  C i r .  
1974); J s e r y  v . Godwin Hardware, I n c . , 426 F .S u pp . 1232 (S .D . M ich. 1976 ). See , Conkland v . H o fgesang , 407 F .Su pp . 1090 (W.D. Ky. 1975).
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The same in t e r p r e t a t i o n  o f  th e  " r e g u la r  r a t e "  p h ra se  as i t  i s  u sed  in  §7 o f  th e  FLSA has a ls o  been adop ted  in  r e g u la t io n s  p rom u lga ted  under th e  A c t, 29 C .F .R . §778.114, which a re  c i t e d  above.
In  s h o r t ,  i t  i s  in e sc a p a b le  t h a t  th e  d r a f t e r s  o f  th e  A la sk a  s t a t u t e ,  by u s in g  th e  key p h ra se  " r e g u la r  r a t e  o f  p ay " and by e x p r e s s ly  s t a t i n g  t h a t  th e  fe d e r a l  i n t e r p r e t a t i o n  o f  th e  te rra s  o f  th e  s t a t u t e  shou ld  go ve rn , e n v is io n e d  f l u c t u ­a t i n g  workweek p la n s  s im i l a r  to  th o se  c o n s i s t e n t l y  uphe ld  unde r fe d e r a l  law . S in c e  th e  meaning o f  th e  p h ra se  " r e g u la r  r a t e  o f  p a y " i s  beyond d is p u te  unde r fe d e r a l  law , and s in c e  no A la sk a  s t a t u t e s  o r  r e g u la t io n s  s u g g e s t  a c o n t r a r y  i n t e r ­p r e t a t io n ,  1*>e fe d e r a l  d e f i n i t i o n  sh ou ld  p r e v a i l  and th e  u se  o f  th e  f l u c tu a t i n g  workweek method o f  com pensa tion  sh o u ld  be a c c ep ta b le  under A la sk a  law .

D. The F a c t  T h a t A la sk a  R e q u ire s  th e  Payment o f  O vertim e fo r  Hours Worked in  E x c e s s  o f  E i g h t  Hours in  a S in g le  Workday, U n lik e  th e  F e d e ra l F a i r  Labo r S ta n d a rd s  A c t, Has No Im pac t W hatsoever on th e  Use o f  th e  F lu c tu a t in g  Workv eek Method
As in d ic a te d  above, th e  F a i r  Labo r S ta n d a rd s  A c t r e q u i r e s  o v e rtim e  to  be p a id  fo r  hou rs worked in  e x c e s s  o f  40 hou rs i n  a s in g le  workweek. Many s t a t e  law s, A la s k a ' s  

in c lu d ed , p ro v id e  f o r  o v e rtim e  payments f o r  hou rs worked in  e x c e s s  o f  40 hou rs in  a s in g le  workweek o r  e i g h t  h o u rs  in  a s in g le  workday. T h is  i s  a d i f f e r e n c e  w ith o u t a d i s t i n c t i o n  as f a r  as th e  f l u c tu a t i n g  workweek q u e s tio n  i s  concerned .
Two fe d e r a l  s t a t u t e s  s p e c i f i c a l l y  p ro v id e  f o r  th e  payment o f  o v e rtim e  f o r  a l l  hou rs worked a f t e r  40 hou rs in  a 

s in g le  week o r e i g h t  h ou rs  in  a s in g le  day. Those s t a t u t e s  a re  th e  W alsh -H ealey P u b l ic  C o n tra c ts  A c t, 41 U .S .C . §§327- 333 (c o v e r in g  fe d e r a l  governm ent s u p p l i e r s )  and th e  C o n t Ja c t  Work Hours and S a f e ty  S ta n d a rd s  A c t, 40 U .S .C . §§327-333 
(c o v e r in g  fe d e r a l  governm ent c o n s t ru c t io n  and s e r v ic e  con­t r a c t o r s  ) .  B o th  o f  th o se  s t a t u t e s  r e l y  upon th e  F a i r  Labo r S ta n d a rd s  A c t, in  th e  same manner as th e  A la sk a  Wage nnd Hour Law does, f o r  a d e f i n i t i o n  o f  " r e g u la r  r a t e  o f  p ly " o r  s im i l a r  te rm s , and b o th  o f  th o se  s t a t u t e s  re c o g n iz e  ta e  a p p l i c a b i l i t y  o f  th e  f l u c tu a t i n g  workweek method.

W alsh -H ealey A c t R e g u la tio n s  c o d i f ie d  a t  41 C .F .R . §50.201.103 p ro v id e :
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" ( a )  Employ e s engaged in ,  o r  connec ted  w ith  th e  m anu fa c tu re , f a b r i c a t i o n ,  a ssem b lin g , h a n d lin g , s u p e rv is io n , o r  sh ipm en t o f  m a te r i a l s ,  s u p p l ie s ,  a r t i c l e s ,  o r  equipm ent u sed  in  th e  pe rfo rm ance  o f  th e  c o n t r a c t  may be employed in  e x c e s s  o f  8 hou rs in  any one day o r  in  e x c e ss  o f  40 hou rs in  any one week, p ro v id e d  such  p e rso n s  s h a l l  be p a id  f o r  any hou rs in  e x c e ss  o f  such l im i t s  [ a t ]  th e  o ve rtim e  r a t e  o f  pay which has been s e t  t h e r e fo r  by th e  S e c re ta r y  o f  L ab o r.
" ( b )  U n t i l  o th e rw ise  s e t  by th e  S e c re ta r y  o f  L ab o r, th e  r a t e  o f  pay f o r  such o ve rtim e  s h a l l  be one and o n e -h a l f  t im e s  th e  b a s ic  h o u r ly  r a t e  re c e iv e d  by th e  employee. The 

’ b a s ic  h o u r ly  r a t e '  means an h o u r ly  r a t e  e q u iv a le n t to  th e  r a t e  upon which tim e  and o n e -h a l f  o v e rtim e  com pensa tion  may be computed and p a id  under S e c t io n  7 o f  th e  F a i r  Labo r S ta n d a rd s  A c t o f  1938, as amended." ( CCH WH 1126,200.010. )

These W alsh -H ea ley A c t r e g u la t io n s ,  j u s t  l i k e  th e  A la sk a  
Wage and Hour A c t, adop t th e  F a i r  Labo r S ta n d a rd s  A c t d e f i n i ­t i o n  f o r  " r e g u la r  r a t e  o f  p a y " . They, th e r e fo r e ,  a ls o  adop t 
th e  f l u c tu a t i n g  workweek method which i s  embodied w i th in  th e  FLSA d e f i n i t i o n  o f  " r e g u la r  r a t e  o f  p a y " .

Case law  and a d m in i s t r a t iv e  r u l i n g s  under th e  W alsh -H ealey A c t have a ls o  s p e c i f i c a l l y  approved th e  u se  o f  
th e  f l u c tu a t i n g  workweek method o f  d e te rm in in g  ove rv im e . Hi r e  Noble S t r e e t  M o to rs , In c . ,  15 W .H.Cases 517 (1 962 ); In  re  
R ich la n d  Lime C o ., 10 W.H. Cases 365 (1 951 ); ££ B.&W.S p o r tsw e a r , I n c . , 6 W.H. C ases 1224 (1 947 ); K e l ly  S te e l  
W orks, In c . , R u lin g  o f  th e  S e c re ta ry  o f  Labo r, P .C .-2 2 8 ,March 21, 1947; Edwin & L o u is  B ry , I n c . ,  R u lin g  o f  th e  S e c re ta ry  o f  Lab o r, P .C .-1 9 9 , A ugu st 26, 1946, CCH WH 1126,104.27.

The U n ited  S t a t e s  Labo r D epartm en t has s im i l a r l y  d e te rm ined  t h a t  th e  "b a s ic  r a t e  o f  p ay " unde r th e  C o n tra c t Work Hours and S a fe ty  S ta n d a rd s  A c t i s  to  be computed in  th e  same manner as th e  r e g u la r  r a t e  o f  pay i s  computed under th e  F a i r  Labo r S ta n d a rd s  A c t and has e x p re s s ly  re co gn iz ed  th e  
a p p l i c a b i l i t y  o f  th e  f l u c tu a t i n g  workweek method under t h a t
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s t a t u t e .  CCH WH ?27,056; BNA WHM §99:345; U .S . D epartm en t o f  Labo r Compliance Manual.
The two fe d e r a l  A c ts  d is c u s s e d  above have th e  same o ve rtim e  p ro v is io n s  a s th e  A la sk a  Wage and Hour A c t. A lso  l i k e  t h a t  A la sk a  s t a t u t e ,  th e y  r e l y  upon th e  F a i r  Labo r S ta n d a rd s  A c t f o r  a d e f i n i t i o n  o f  th e  te rm , " r e g u la r  .ra te  o f  p a y " . In  t h i s  manner th e y  in c o rp o ra te  th e  f l u c tu a t i n g  workweek method which i s  embodied in  th e  FLSA " r e g u l a r  r a t e  o f  p ay " d e f i n i t i o n .  The mere f a c t  t h a t  th e s e  s t a t u t e s  have e ig h t-h o u r  o v e rtim e  p r o v i s io n s ,  u n l ik e  th e  F a i r  Labo r S ta n d a rd s  A c t, does n o t in  any way a f f e c t  t h i s  adop tio n  o f  th e  f l u c t u ­a t in g  workweek method.
A rguments t h a t  s t a t e  e ig h t -h o u r  cvAvtim e p ro v is io n s  e s t a b l i s h  a h ig h e r  s ta n d a rd  which m ust ta k e  p recedence o ve r F a i r  Labor S ta n d a rd s  A c t p ro ced u re s  a re  s im i l a r l y  un conv in c in g . Th e re  i s  no q u e s tio n  t h a t  F a i r  Labo r S ta n d a rd s  A c t p ro v is io n s  do n o t excuse noncompliance w ith  h ig h e r  s t a t u t o r y  o ve rtim e  s ta n d a rd s . The F a i r  Labo r S ta n d a rd s  A c t i t s e l f  so  p ro v id e s  in  29 U .S .C . §218 (a ), which re a d s :
"No p ro v is io n  o f  t h i s  c h a p te r  o r  o f  any o rd e r  th e re u n d e r s h a l l  excu se non- com pliance w ith  any fe d e ra l  o r  s t a t e  law o r m un ic ip a l o rd in an ce  e s t a b l i s h in g  a minimum wage h ig h e r  th an  th e  minimum wage e s ta b l i s h e d  under t h i s  c h a p te r  o r  
a maximum workweek low er th an  th e  maximum workweek e s ta b l i s h e d  under t h i s  c h a p te r . "

See a ls o ,  Brennan v . S t a t e  o f  New J e r s e y , 364 F .Su pp . 156 
(D. N . J .  1973); S t a t e  v . Com fo rt Cab, In c . ,, 118 N . J .S u p e r .162, 286 A .2d 742 (1972 ).

A pp ly in g  th e  f lu c tu a t i n g  workweek method to  th e  A la sk a  s t a t u t e ,  however, would n o t in  any way d e ro g a te  from  t h a t  s t a t e ' s  e ig h t -h o u r  o v e rtim e  re q u irem en t. The f l u c t u ­a t in g  workweek method i s  t o t a l l y  c o n s i s t e n t  w ith  e ig h t -h o u r  o ve rtim e  p ro v is io n s  a s  i s  d em on stra ted  by i t s  <se in  connec tio n  w ith  th e  W alsh-H ealey and C o n tra c t Work Hours L e t s .  The f l u c tu a t in g  workweek i s  s im p ly  a method f o r  d e te rm in in g  an em p loyee 's r e g u la r  r a t e  o f  pay . Once t h a t  r e g u la r  r a t e  o f  
pay i s  d e te rm ined , i t  can be u t i l i z e d  j u s t  as r e a d i l y  in  
connec tion  w ith  a 40 -hou r, e ig h t -h o u r  o v e rtim e  p ro v is io n  l i k e  th e  A la sk a  s t a t u t e  as i t  can in  connec tio n  w ith  a mere 40-hour re q u irem en t such a s th e  F a i r  Labor S ta n d a rd s  A c t.
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Under an A la s k a - ty p e  s t a t u t e ,  o v e rtim e  would be p a id  f o r  a l l  hou rs worked in  e x c e s s  o f  e i g h t  h ou rs in  a s in g le  day even unde r th e  f l u c t u a t i n g  workweek method. The o n ly  d i f f e r e n c e  i s  t h a t  th e  r e g u la r  r a t e  o f  pay would be d e te rm in ed  by d iv id in g  t o t a l  rem u n e ra tio n  by t o t a l  hou rs worked t h a t  week in s te a d  o f  by a s ta n d a rd  40 h o u rs , as th e  A la sk a  D epartm en t o f  Labo r w ish e s to  do. The re  i s  no o b s ta c le  w h a tso eve r to  u t i l i z i n g  a f l u c tu a t i n g  workweek method under b o th  d a i l y  and w eek ly  o v e rtim e  re q u ire m e n ts .

E . Because th e  S t a t u t o r y  Language In v o lv e d  in  th e  S ta te  S t a tu t e  I s  C le a r  and Unambiguous on I t s  Face , Dowell Was E n t i t l e d  to  R e ly  Upon th e  F a c ts  o f  th e  S t a tu t e  A b sen t Any C o n tra ry  I n t e r p r e t a t i o n s  o f  th e  A c t by th e  S t a t e  o f  A la sk a
As in d ic a te d  above, th e  p r e v a i l i n g  i n t e r p r e t a t i o n  o f  th e  te rm  " r e g u la r  r a t e  o f  p ay " i s  c le a r  and unambiguous.No c a s e s ,  s t a t u t e s ,  o r  r e g u la t io n s  e x i s t  in  A la sk a  o r  e lsew he re  which s u g g e s t  in  any way t h a t  th e  r e g u la r  r a t e  o f  pay d e f i n i ­

t io n  under th e  F a i r  Labo r S ta n d a rd s  A c t i s  n o t a p p lic a b le  to  th e  A la sk a  Wage and Hour law . T h a t b e in g  th e  c a se , Dowell and o th e r  companies o p e ra t in g  in  A la sk a  a re  t o t a l l y  j u s t i f i e d  in  r e l y in g  upon th e  fa c e  v a lu e  o f  th e  A la sk a  s t a t u t e  and ta k in g  th e  p o s i t i o n  t h a t  th e  f l u c tu a t i n g  workweek method may be u t i l i z e d  under th e  S t a t e ' s  Wage and Hour law .
The o n ly  a u th o r i t y  which has even come c lo s e  to  a d d re s s in g  t h i s  p a r t i c u l a r  i s s u e  in  th e  S ta t e  o f  A la sk a  i s  th e  c a se  o f  Cameron v .  C h ic k a go f Min. C o ., 132 F .Su pp . 665,12 A la sk a  R p ts .  103 (N.D. A la sk a  1948). T h e re , c o n s i s t e n t  w ith  p r e v a i l i n g  a u th o r i t y ,  th e  d i s t r i c t  c o u r t  in  A la sk a  h e ld  

t h a t  " r a t e  o f  p ay " unde r th e  F a i r  Labo r S ta n d a rd s  A c t i s  d e te rm ined  by d iv id in g  th e  f i x e d  w eekly com pensa tion  by th e  number o f  h ou rs a c tu a l l y  worked. I t  s t a t e d  t h a t :
"The [U .S .]  Supreme C ou rt has re p e a te d ly  p o in te d  o u t t h a t  th e  r e g u la r  r a t e  m ust be th e  q u o t ie n t  o f  th e  amount a c tu a l l y  p a id  d iv id e d  by th e  number o f  hou rs a c tu a l l y  worked ; t h a t  i t  m ust be th e  a c tu a l ,  n o t 
f i c t i t i o u s  r a t e  ag re ed  upon and p a id . "(C i t a t i o n s  o m i t te d . )  12 A la sk a  R p t s . ,  a t  108.
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Of c o u rse , w h ile  r e p o r te d  in  A la sk a , t h i s  c a se  was d e te rm in ed  in  fe d e r a l  c o u r t  unde r th e  fe d e r a l  F a i r  L abo r S ta n d a rd s  A c t. N e v e r th e le s s ,  i t  i s  th e  o n ly  a u th o r i t y  o f  any typ e  r e p o r te d  in  A la sk a  from  which gu idance cou ld  be so u gh t by Dowell and o th e r  companies c u r r e n t l y  u s in g  th e  f l u c tu a t i n g  workweek co n cep t. In  v iew  o f  t h i s  f a c t ,  D ow ell, 
and th e  o th e r  s im i l a r l y  s i t u a t e d  com panies, co u ld  re a so n a b ly  r e l y  upon th e  f a c e t  o f  th e  Wage and Hour A c t as' j u s t i f y i n g  t h e i r  u se o f  th e  f l u c tu a t i n g  workweek method.

I t  would s u r e ly  p la c e  an onerous bu rden  upon Dowell and th o se  o th e r  companies i f  i t  were h e ld  a t  t h i s  tim e  t h a t  th e y  were l i a b l e  f o r  backpay d e s p i te  t h e i r  good f a i t h  r e l ia n c e  upon th e  e x p l i c i t  p ro v is io n s  o f  th e  Wage and Hour A c t and d e s p i te  th e  f a c t  t h a t  th e r e  has n e v e r been any p re v io u s  in d ic a t io n  t h a t  th e  F a i r  Labo r S ta n d a rd s  A c t d e f i n i ­t i o n  o f  " r a t e  o f  pay " would n o t app ly  under th e  A la sk a  a c t .  Such a h o ld in g  would a ls o  co n tra v en e  g o v e rn in g  C o n s t i tu t io n a l  due p ro c e s s  re q u irem e n ts .

F . S in ce  An Em p lo yee 's R a te  o f  Pay Can A lways Be D e te r ­mined by U t i l i z i n g  th e  A p p ro p r ia te  Fo rm u la , The re  I s  No M e r i t  in  an Argument T h a t th e  F lu c tu a t in g  Workweek 
Method i s  Rendered U naccep tab le by th e  Terms o f  A la sk a  S ta tu te  §23.05.160 as a Pay R a te  Change W ithou t P r i o r  N o t i f i c a t io n

A la sk a  s t a t u t e  §23.05.160 was r e l i e d  upon by th e  Wage and Hour D iv is io n  o f  th e  D epartm ent o f  Labo r in  i t s  i n i t i a l  condemnation o f  th e  f l u c tu a t i n g  workweek method. T h a t s e c t io n  re a d s  as fo l lo w s :
«

"An em ployer s h a l l  n o t i f y  h i s  employee in  
w r i t i n g  a t  th e  tim e  o f  h i r i n g  o f  th e  day and p la c e  o f  payment, and th e  r a t e  o f  pay , and o f  any change w ith  r e s p e c t  to  th e s e  item s on 
th e  payday b e fo re  th e  tim e  o f  change. An em ployer nay g iv e  t h i s  n o t ic e  by p o s t in g  a s ta te m e n t o f  th e  f a c t s ,  and keep in g  i t  p o s te d  c o n sp ic u o u s ly  a t  o r  n e a r th e  p la c e  o f  work where th e  s ta te m e n t can be seen  by each 
employee as he comes o r goes to  h i s  p la c e  o f  w o rk ."

I t  was con tended t h a t  t h i s  s e c t io n  b a rs  th e  u se  o f  th e  f l u c tu a t i n g  workweek method because under t h a t  sy s tem  o f
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com pu ta tio n , an em p loyee 's r a t e  o f  pay w i l l  be s u b je c t  to  change from  week to  week. The re  a re  th r e e  re a so n s  why such an argum ent canno t be su p p o r te d .
F i r s t ,  §23.05.160 i s  n o t a p a r t  o f  th e  A la sk a  Wage and Hour A c t. The Wage and Hour A c t i s  found in  §§23.10.050 to  23 .10 .150 . Because i t  i s  n o t in c lu d e d  in  th e  A c t, §23.05.160 can no t s e rv e  as an in dependen t b a s i s  upon which th e  Wage and Hour D iv is io n  can r e l y  in  p re c lu d in g  th e  u se  o f  th e  f l u c tu a t i n g  workweek method. T h is  c o n c lu s io n  i s  c l e a r  from  th e  te rm s o f  §23.10.075 which c r e a te s  and empowers th e  Wage and Hour D iv is io n  o f  th e  D epartm en t o f  L ab o r. T h e re , and in  §23.10.085, th e  scope o f  th e  Wage and Hour D iv i s io n ' s  a u th o r i t y  i s  e x p r e s s ly  l im i te d  to  a d m in is te r in g  §§50 to  150 o f  th e  Wage and Hour c h a p te r .  I t  does n o t have j u r i s d i c t i o n  to  im plem ent a s e c t io n  which i s  o u ts id e  -o f th e  s t a t u t o r y  scope o f  i t s  p ow e rs .
Second, even assum ing arguendo t h a t  §23.05.160 cou ld  be a s u f f i c i e n t  g round , i t  i s  a p p a re n t t h a t  th e  e x p re s s  te rm s  o f  t h a t  s e c t io n  do n o t, in  any way, p re c lu d e  th e  use o f  th e  f l u c tu a t i n g  workweek method. A l l  t h a t  §23.05.160 r e q u i r e s  i s  t h a t  an employee be in fo rm ed  o f  th e  r a t e  o f  pay he w i l l  re c e iv e  a t  th e  tim e  o f  h i s  h i r i n g ,  and t h a t  he be n o t i f i e d  o f  any changes in  h i s  r a t e  o f  pay which m igh t occu r su b sequ en t to  t h a t  tim e . S e c t io n  23.05.160 i s ,  th e r e fo r e ,  e s s e n t i a l l y  a n o t ic e  s t a t u t e .  I t s  p r im a ry  fo cu s i s  to  

g u a ra n te e  t h a t  an employee i s  g iv e n  s u f f i c i e n t  p r i o r  n o t ic e  o f  any change in  h i s  wage r a t e .
D e sp ite  Wage and Hour D iv is io n  a s s e r t i o n s  to  th e  c o n tra r y ,  unde r th e  f l u c tu a t i n g  workweek method, th e  r e q u i r e ­m ents o f  t h i s  s e c t io n  a re  s a t i s f i e d .  I t  sh o u ld  be k e p t in  mind t h a t  th e  f l u c tu a t i n g  workweek method i s  b a s i c a l l y  a s a l a r y  approach to  employee com pensa tion . As in d ic a te d  p re v io u s ly ,  employees w o rk ing  under t h a t  method re c e iv e  a g u a ran te ed  w eekly s a l a r y  which rem ain s th e  same even though  th e  amount o f  hou rs th e y  work p e r week may f l u c tu a t e ,  o f  c o u rse , th e  r a t e  p e r  hour unde r such a sy s tem  may d i f f e r  from  week to  week depend ing on th e  number o f  hou rs worked, b u t t h i s  i s  t r u e  o f  a l l  s a l a r y  com pensa tion  p rog ram s. W hile th e  h o u r ly  r a t e  may f lu c tu a te ,  th e  s a l a r y  rem a in s th e  same.
Of c o u rse , th e  c a lc u la t io n  o f  o v e rtim e  compensa­t i o n  may cau se d i f fe r e n c e s  in  th e  amount o f  an em p loyee 's w eek ly  com pensa tion , b u t t h i s ,  once a g a in , i s  a s i t u a t i o n  

t y p i c a l  o f  a l l  em ployees. O vertim e com pensa tion  o f  n e c e s s i t y
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f l u c tu a t e s  f o r  a l l  em ployees depend ing upon w he th e r, and to  what e x te n t ,  o v e r tim e  i s  worked.
T h ird ,  §23.05.160 canno t be a b a r  to  th e  f l u c t u a t i n g  workweek method s in c e  i t  h as been h e ld  n o t to  b a r  B e lo  

p la n s .  The A la sk a  D epartm en t o f  Labo r h a s on s e v e r a l  o c c a s io n s  in d ic a te d  t h a t  i t  f in d s  no prob lem  in  a c c e p tin g  th e  u se  o f  
a B e lo  p la n  method o f  com pen sa tion . A B e lo  p la n , l i k e  th e  f l u c t u a t i n g  workweek method, in v o lv e s  a sy s tem  whereby an em p loyee 's h o u r ly  wage r a t e  changes on a w eek ly  b a s i s  r e l a t i v e  to  th e  number o f  hou rs worked t h a t  week. B u t th e  g u a ran te ed  s a l a r y  rem a in s th e  same, j u s t  as under th e  f l u c tu a t i n g  workweek method. The th e o ry  beh ind  th e  two methods i s  i d e n t i c a l .  I f  th e  B e lo  p la n  i s  n o t p re c lu d ed  by §23.05.160 th en  l o g i c a l l y  th e  f l u c t u a t i n g  workweek method sh ou ld  n o t be s u b je c t  to  a t ta c k  on t h i s  g round .

IV
CONCLUSION

The p ro c e d u ra l u n d e rs ta n d in g  between Dowell and th e  Wage and Hour D iv is io n  c a l l s  f o r  th e  s im u lta n eo u s  sub ­m is s io n  o f  p o s i t io n  p ap e rs  to  th e  A tto rn e y  G e n e ra l's  O f f ic e .  The d e c is io n  of. th e  A t to rn e y  G e n e ra l's  O f f ic e  i s  to  be based  upon th o se  p o s i t i o n  p ap e rs  and any a d d i t io n a l  in fo rm a tio n  which th e  p a r t i e s  may be c a l le d  upon to  su bm it. Dowell h e reb y  r e q u e s ts  t h a t  p r i o r  to  th e  is su a n c e  o f  any d e c is io n  ad v e rse  to  i t s  p o s i t i o n  s e t  f o r t h  above, i t  be g ra n te d  an o p p o r tu n i ty  to  su bm it a d d i t io n a l  in fo rm a tio n , e i t h e r  by 
f u r t h e r  docum en ta tion  o r  by an o r a l  p r e s e n ta t io n ,  to  a d d re s s  p o in t s  c o n ta in ed  in  th e  t e n t a t i v e  d e c i s io n 'o f  th e  A t to rn e y  G e n e ra l's  O f f ic e .

I f  you have any q u e s t io n s  re g a rd in g  t h i s  m a t te r ,  
o r  i f  we can su p p ly  any a d d i t io n a l  in fo rm a tio n  w ha tso eve r, p le a s e  do n o t h e s i t a t e  to  c o n ta c t me.

c c : Lo ca l Counse lNorman C. Gorsuch
E ly ,  Guess Sc RuddS u i te  A, M endenhall B u i ld in g
Juneau , A la sk a  99801
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The Honorable Charlie Bussell 
House of Representatives 

Chairman, House Judiciary Committee 
Alaska State Legislature

»■

Capitol, Room 124 
Pouch V

Juneau, Alaska 99811 

Dear Sir:

I would like to express my support for H.B. 223 which is now pending 
in your committee. When the work schedules were set up with the
F.W.W. or Belo pay plan, there were no complaints and people were 
happ^t to have employment. This is another case of some opportunist 

trying to make a case out of something that was approved by 

t employee. If the employee did not approve of the plan,
should have resigned.

Address: Roqer Seibert

SRA Box 1735-1 

Anchorage, AK 99507



April 26, 1983

V-
The honorable Charlie Bussell
House of Representatives 
Chairman, House Judiciary Committee 

Alaska State Legislature 
Capitol, Room 124 
Pouch V
Juneau, AK 99811 

Dear Sir:

I would like you to know that I support HB 223. " I feel 

a law that we need.

Q •? nroral \/

SRA Box 1153 

Anchorage, AK 99502



TESTIMONY ON HB 223 '
M r. C ha irm an , Members o f  th e  Com m ittee , my name i s  

L a r r y  Compton, P r e s id e n t  and Owner o f  Time S a v e r  G roce ry  
IN C ., I  have l i v e d  in  A la s k a  s in c e  1954 and may I  add have 
no c o n n e c tio n s  w ith  th e  Gas and O il I n d u s t r y .  I  r e g r e t  t h a t  
I  was u n ab le  to  s ta y  and t e s t i f y  in  p e rso n . I  have 
n o th in g  to  g a in  by t h i s  p a s s a g e  o f  HB 223. However, I  do f e e l  
I  have some th in g  to  lo s e  i f  i t  f a i l s .  I  w i l l  lo s e  f a iq h  * 
in  a .sy s tem  t h a t  has b e e n fa i r  and e q u i ta b le  in  my eye s f o r  
30 y e a r s .  A sy s tem  t h a t  i s  supposed  to  d e a l f a i r l y  w i th  
Employee and Em p loye r a l i k e .  I  o n ly  a s k  t h a t  you c o n tin u e  to  
ap p ly  f l in t  same f a i r n e s s  in  th e  fu tu r e  by p a s s in g  HR 223.
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P O U C H  Y  .  S i A l E  C A P l I O l  

J ' J N E A U .  A L A S K A  9 9 8 1 1  

0 0 7  A t S . 3 6 0 0

SU3JECT: R e t r o a c t i v i t y  o f  o v e r t im e  pay p r o v i s io n s  
(Work O rder No. 13-0714)
R e p r e s e n ta t iv e  C h a r l ie  B u s s e l l
Thomas A. S o fo  / f j ^L e g i s l a t i v e  C oun se l

The s u b je c t  work o rd e r  in c lu d e s  a r e q u e s t  f o r  a r e t r o a c t i v e  c la u s e  to  th e  a t ta c h e d  d r a f t  b i l l  c o n c e rn in g  m ethods o f  
o v e r t im e  paym en t. A r e t r o a c t i v e  c la u s e  may make th e  b i l l  s u b je c t  to  l e g a l  c h a l le n g e .
I  do n o t know enough abou t th e  f a c t s  su rro u n d in g  th e  
p ro p o s a l c o n ta in e d  in  th e  d r a f t  b i l l  to  a d v is e  you in  
p r e c i s e  te rm s , b u t would c a u tio n  you t h a t  th e  r e t r o a c t i v e  
p o r t io n  o f  th e  b i l l  may be c h a lle n g e d  on c o n s t i t u t i o n a l  
g ro u n d s . One b a s i s  f o r  c h a l le n g e  would be th e  p r o h ib i t i o n  
a g a in s t  im pa irm en t o f  c o n t r a c t s ,  found in  b o th  th e  U n ited  
S t a t e s  and th e  A la sk a  C o n s t i t u t io n s  (U .S . C o n s t i t u t io n ,  
A r t i c l e  I ,  s e c t io n  10; A la sk a  C o n s t i t u t i o n ,  A r t i c l e  I ,  
s e c t io n  15 ). A n o th e r b a s i s  would be th e  due p ro c e s s  g u a ra n te e s  in  th e  F i f t h  and F o u r te e n th  Amendments o f  th e  
U .S . C o n s t i t u t i o n  and A r t i c l e  I ,  s e c t io n  7 o f  th e  A la sk a  C o n s t i t u t i o n .
I f  c h a lle n g e d  on th e s e  g ro u n d s , th e  c o u r t  would l i k e l y  
exam ine th e  r i g h t s  and e x p e c ta t io n s  a f f e c t e d  by th e  b i l l ,  
w he th e r th o se  r i g h t s  and e x p e c ta t io n s  were s u b s t a n t i a l  and 
w he th e r th o se  r i g h t s  o r e x p e c ta t io n s  were u n f a i r l y  d e fe a te d  
by th e  b i l l .  Some v e s te d  r i g h t s  a re  immune from  l e g i s l a t i v e  i n t e r f e r e n c e ,  b u t ,  a s  in d ic a te d  above , we a re  n o t a b le  to  
a s c e r t a i n  w h e th e r such  r i g h t s  a re  in v o lv e d  h e re  s in c e  we do n o t have s u f f i c i e n t  f a c t u a l  in fo rm a t io n .
I f  you w ish  to  d i s c u s s  t h i s  f a c e t  o f  th e  b i l l  f u r t h e r  p le a s e  g iv e  me a c a l l  a t  y o u r c o n v en ie n c e .
TAS:1 jb
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" The H o n o r a b l e  J o h n  Cowdery  
R e p r e s e n t a t i v e  * '•
C a p i t a l ,  Room 409 
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w ti ■

Re:  " HB 223
• -  r v .

De ar  R e p r e s e n t a t i v e  Cow de ry :
.7 ,-)v»

• f

n e w l yWe r e p r e s e n t  t h e  A l a s k a  Wage S e c u r i t y  A s s o c i a t i o n ,  a 
f o r m e d  a s s o c i a t i o n  c o n c e r n e d  a b o u t  House  B i l l  2 2 3 .  S e c t i o n s  3 :&• 
an d  4 o f  HB 223 wo u l d  r e t r o a c t i v e l y  e l i m i n a t e  c i v i l  a nd  - 
c r i m i n a l  l i a b i l i t y  o f  e m p l o y e r s  who i l l e g a l l y  u s e d  a 
f l u c t u a t i n g  w o r k w ee k  p l a n  t o  p a y  t h e i r  e m p l o y e e s  l e s s  i n  
o v e r t i m e  “' t h a n  t h e y  w e re  e n t i t l e d  t o  be  p a i d  u n d e r  t h e  A l a s k a  
wage  a n d  h o u r  l a w .  T h i s  l e g i s l a t i o n  wou ld  v i o l a t e  t h e  
C o n s t i t u t i o n  by  d e n y i n g  t h e  e m p l o y e e s  t h e i r  e x i s t i n g  c o n t r a c t  
r i g h t  t o  p a y m e n t  i n  a c c o r d a n c e  w i t h  t h e  l a w .

The A s s o c i a t i o n ' s  members  i n c l u d e  e m p l o y e e s  who ,  i f  HB 223 
p a s s e s  i n  i t s  p r e s e n t  f p r m ,  w i l l  l o s e  t h e  o v e r t i m e  c o m p e n s a t i o n  
t h e y  h a v e  a l r e a d y  e a r n e d  u n d e r  t h e  l a w .  I t  a l s o  i n c l u d e s  
i n d i v i d u a l s  who s i m p l y  b e l i e v e  t h a t  i t  i s  u n j u s t  t o  t a k e  away 
w h a t  A l a s k a n s  h a v e  e a r n e d  t h r o u g h  t h e i r  h a r d  l a b o r s  a n d  t o  
e x c u s e  p a s t  v i o l a t i o n s  o f  t h e  l a w  by  m a i n l y  l a r g e ,  n o n - A l a s k a n  
c o m p a n i e s .  Among t h e  member s  a r e  f o r m e r  S e n a t e  P r e s i d e n t  
Chancy  C r o f t  an d  f o r m e r  C o m m i s s i o n e r  o f  Labo r  G i l  J o h n s o n .

B r i e f l y ,  t h e  l a w  w h i c h  t h e  c o m p a n i e s  v i o l a t e d  w e n t  i n t o  
e f f e c t '  i n  J a n u a r y ,  1 9 7 9 .  The a f f e c t e d  c o m p a n i e s  w e r e  g i v e n  
n o t i c e  b e f o r e  t h e  l a w  be ca m e  e f f e c t i v e ,  and  t h e  Wage a nd  Hour  
D i v i s i o n  o f  t h e  D e p a r t m e n t  o f  L a b o r  w r o t e  t o  t h r e e  o f  t h e  
l a r g e s t  c o m p a n i e s ,  O t i s  E n g i n e e r i n g ,  D r e s s e r  I n d u s t r i e s ,  . and 
D o w e l l  D i v i s i o n  o f  Dow C h e m i c a l ,  i n f o r m i n g  t h em  o f  t h e  new 
r e g u l a t i o n  c o n c e r n i n g  o v e r t i m e .  N e v e r t h e l e s s -,  t h e  c o m p a n i e s  
c h o s e  t o  i g n c r e  t h e  l a w .  D r e s s e r  was  s u e d  i n  O c t o b e r ,  1 9 7 9 ,  by  
t h e  D e p a r t m e n t  o f  L a b o r ,  a nd  l o s t  i n  b o t h  t h e  S u p e r i o r  and  
S up r e m e  C o u r t s . ’ I n c r e d i b l y ,  o n l y  i n  No v e m b er ,  1 9 8 1 ,  d i d  
D r e s s e r  f i n a l l y  d e c i d e  i t  s h o u l d  c o m p l y  w i t h  t h e  l a w .
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S in c e  th e  f i r s t '  l a w s u i t ,  a d d i t i o n a l  l a w s u i t s  have been  
b r o u g h t  a g a i n s t  th e  c o m p a n ie s . The p re c e d e n t s e t  by th e  
l i t i g a t i o n  b ro u g h t  by th e  D ep a r tm en t o f  L ab o r p ro v id e s  a c l e a r  
i n d i c a t i o n  t h a t  th e  com pan ie s w i l l  l o s e  a g a in .  T h u s , h a v in g  
v i o l a t e d  th e  la w , h a v in g  been  su ed  b e c a u se  o f  i t  and h a v in g  
l o s t ,  and now f a c i n g  a d d i t i o n a l  l a w s u i t s  w h ich th e y  w i l l  l o s e ,  • 
t h e  c o m p an ie s  s e e k  t o  e vad e  th e  law  and th e  j u d i c i a l  p r o c e s s  .. 
th r o u g h  HB 223 . \  • . . .  . ' - j * . ,  - ’ • '

• * ' » • • * *  •"** "* . . • " 
The p r e c e d e n t  t h a t  w ou ld  be' s e t .  i f  t h e  c u r r e n t - v e r s i o n ,  o f  • n4;: 

H3 223 p a s s e s  b e a r s  c l o s e  s c r u t i n y .  E s s e n t i a l l y ,  th e  b i l l  a sk s-V  
- t h e  L e g i s l a t u r e  t o .  c h o o se  s i d e s  i n  t h e  p e n d in g  l i t i g a t i o n * ,  and v>";jV fi^ | 

to  c h o o se  th e  s i d e  o f*  l a r g e ,  n o n .-A la sk a n  com pan ie s t h a t  h a v e  
v i o l a t e d  t h e  la w . The ju d ic i a r - y  i s  th e  a p p r o p r i a t e  b ra n c h  o f  ’ ./v  
g o v e rn m e n t to . d e c id e  th e  l i t i g a t i o n , *  n o t  th e  L e g i s l a t u r e .  I f  .'c-̂ 4 
t h e  L e g i s l a t u r e  i n v o l v e s  i t s e l f  in  th e s e  l a w s u i t s ,  i t  w i l l  

“ a p r e c e d e n t  w h ich  w i l l  b e  lo o k e d  to  b y  o th e r  p a r t i e s  in v o lv e d ’ . ' ’ 
in  l i t i g a t i o n - w h ich  th e y  b e l i e v e  th e y  w i l l  !»ose, and by o t h e r s  • 
who h a v e  v i o l a t e d  th e  law  and s e e k  an  e a s y  way o u t .  •*

• • j .  • * .
; : • We a sk . 'o n ly  t h a t  b e fo r e  y o u . v o t e ,  you  c o n s id e r  s e r i o u s l y  r

t h e  im p l i c a t i o n s  HB 223 h a s  f o r  o u r . s y s te m s  o t  law  and ! v -^^1',^ 
j u s t i c e .  I f  yo u  h a v e  any q u e s t i o n s  o r  need  f u r t h e r -  •.*'» "
i n f o r m a t i o n ,  I  e n c o u ra g e  you t o  c o n t a c t  me. The members o f  ' ....
A s s o c i a t i o n  and o t h e r s  who w i l l  u n f a i r l y  be a f f e c t e d  by t h i s  
l e g i s l a t i o n  a r e  a l s o  a n x io u s  t o _ d i s c u s s  t h i s  w ith  y o u .

. ’ V e ry  t r u l y  y o u r s ,
•FAULKNER, BANFIELD , DOOGAN 

& HOLMES

t h e ' - ^ f

An tho i S h o l t y /

!



ALASKA WAGE AND .HOUR ACT
B R IE F IN G  P A P E R  - "  T H E " FLO'CTu'A’/x 'ivG  WORK WEEK

S e v e r a l  in a c c u r a te  and m i s l e a d in g  c la im s  a r e  b e in g  made in  
s u p p o r t  o f  th e  p o s i t i o n  t h a t  th e  A la s k a  Wage and Hour A c t shou ld  
be am ended t o  e l im in a t e  em p lo yee  c la im s  w h ich  a r e  c u r r e n t l y  p en d in g  
i n  c o u r t . '  The e m p lo y e e s ’ c l a im s  a r e  f o r  o v e r t im e  w ages which were 
n e v e r  p a id  b e c a u se  o f  t h e i r  e m p lo y e r s '  .u s e  o f  an u n la w fu l payment 
f o rm u la  known a s  t h e  f  l u c t u a t i r w o r k  week (FWW) . .The g u e s t  io n s .  . 
r a i s e d  b y  th e s e  a rg u m e n ts  a r r  d£ ;c u s s e d  b e lo w .

- - t - I . -  D id E m p lo y e r s  Have R e a so n  to  Know o f  th e  FWW R e g u la t io n s ? :
- - - - - -  — -— — — — ~  v . . .. . . .  - r~

P r i o r  t o  a d o p t io n  o f  t h e  r e g u l a t i o n ,  th e  D ep a rtm en t o f  Lab o r 
m a i l e d  n o t i c e s  o f  t h e  p ro p o se d  r u le -m a k in g  d i r e c t l y  to .  a f f e c t e d  
b u s i n e s s e s ^  H e a r in g s  w e re ’ th e n ,  he)Ld i n  Ju n e a u ,  F a i r b a n k s ‘ and .. 
A n c h o ra g e . ’ . S h o r t l y  a f t e r  th e  r e g u l a t i o n  w as a d o p te d , Donald R . *-C ‘ 
W i l s o n , _ th e  D e p a r tm e n t ' s  Wage and Hour i n v e s t i g a t o r  in  A ncho rage , 
w r o te  l e t t e r s  t o  t h r e e  o i l f i e l d  s e r v i c e  com pan ie s —  O t i s  . .
E n g i n e e r i n g ,  th e  D o w e ll D i v i s i o n  o f  Dow C h em ic a l, and D re s s e r  \ ^
I n d u s t r i e s  .—  in fo rm in g  th em  o f  i t s  a d o p t io n . :

• •*.«••• . *. • 2* ’• •
• 1 * •» » • ■ •  *• *' *  , •• * • • •  a  * • » • * » « . «  • ».  . . *, • * • " * • *  • * " . * • -  * , ^

I n  O c to b e r 1979 th e  D e p a r tm e n t o f  L a b o r  su ed  D re s s e r  In d u s t r ie s y *  
one o f  th e  co m p an ie s  now b e in g  s u b je c te d  t o  a c l a s s  a c t i o n ,  c la im in g  
a  v i o l a t i o n  o f  t h e  r e g u l a t i o n .  I n  O c to b e r 1980 th e  S u p e r io r  C o u r t
e n t e r e d  a ju d gm en t in  fa v o r , -o f th e  D e p a r tm e n t. I n  Sep tem be r o f
1381 t h e  Sup rem e C o u r t  a f f i rm e d  t h i s  ju d gm en t. D r e s s e r  d id  n o t 
b r i n g  i t s  p aym en t s y s te m  i n t o  com p lia n c e  w i th  th e —law  u n t i l  November 
1981 .

E v id e n c e  d i s c o v e r e d  i n  a c l a s s  a c t io n  l a w s u i t  f i l e d  a g a in s t  
S c h lu m b e rg e r  L im i t e d  s e e k in g  u n p a id  w ages a r i s i n g  from  t h a t  com pany's 
.u se  o f  an FWW scheme i n d i c a t e s  t h a t  aw a re n e s s  o f  th e  r e g u l a t i o n  
ar.d t h e  l i t i g a t i o n  s e e k in g  t o  e n fo r c e  i t  w as w id e - s p r e a d  among 
e m p lo y e r s .  A memorandum o b ta in e d  from  S c h lu m b e rg e r  and d a te d  
J a n u a r y  23 , 1981, s t a t e s  t h a t  S c h lu m b e rg e r  was a s s i s t i n g  w i th  
D r e s s e r ' s  l e g a l  f e e s  th r o u g h  th e  P e tro le u m  Equ ipm en t S u p p l i e r s  
A s s o c i a t i o n  (P E S A ) , an i n d u s t r y  t r a d e  o r g a n i z a t i o n .  A n o th e r 
S c h lu m b e rg e r  memorandum, d a te d  Ju n e  25, 1980, d i s c u s s e s  an in -h o u se  
s t u d y  " t o  d e te rm in e  th e  im p a c t o.f d i s c o n t i n u in g  FWW", th o u gh  t h i s  
memo d o e s  n o t  s p e c i f i c a l l y  m en tio n  th e  D r e s s e r  l a w s u i t .  S ch lum b e rg e r 
d id  n o t  m & 'dify i t ' s  FWW s y s te m  u n t i l  M arch 1982 , f i v e  m on th s a f t e r  
t h e  Sup rem e C o u r t  u p h e ld  th e  v a l i d i t y  o f  th e  FWW r e g u l a t i o n .



i g n o r a n t  o f  th e  FWW r e g u l a t i o n  i n  s p i t e  o f  th e  p u b l ic  ru le -m a k in g  
p r o c e e d in g s  and P E S A 's  f i n a n c in g  o f  D r e s s e r ' s  l i t i g a t i o n ,  any e xcu se  
f o r  r e m a in in g  i g n o r a n t  ended in  S e p tem b e r 1981, when th e  Supreme 
C o u r t  u p h e ld  t h e  r e g u l a t i o n .  S in c e  th e  Wage and Hour A c t c o n ta in s  
a  tw o  y e a r s  s t a t u t e  o f  l i m i t a t i o n s ,  em p lo y e rs  who b ro u g h t t h e i r  
s y s te m s  I n t o  c o m p lia n c e  w i tn  m e  law  in  a t im e ly  f a s h i o n - and who
h a v e  n o t  b een  su ed  w i l l  soon be i n s u l a t e d ’ from  l i a b i l i t y  e n t i r e l y .  ..

• • • ** . *

3 . W i l l  Em p lo y e e s  R e c e iv e  a W in d fa il l i f  th e  P ro p o sed  B i l l  . . ;
i s  h o t  P a s s e d ?

I f  an e m p lo y e r
m inimum  wage o r . . t h a t ,  he w i l l  n o t  r e c e i v e . e x t r a  com pen sa tio n  f o r  • 
o v e r t im e ,  and  i s  th e n  su ed  f o r  h i s \  u n la w fu l  c o n d u c t ,  he c an n o t d e fe n d ^  
a g a o n s t  th e  l a w s u i t  by a rg u in g , t h a t ; th e  em p loyee had  no b a s i s  f o r  
’e x p e c t i n g ’ t o  b e  p a id  m o re . Em p lo y e e s  have  a r i g h t ‘ t o  e x p e c t t h a t "  
t h e i r  e m p lo y e r s  w i l l  obey  th e .  law  when d e te rm in in g  t h e i r  r e g u l a r  , f  
an d  o v e r t im e *  c o m p e n sa tio n  I  ̂ I t  i s  r i d i c u l o u s  t o  a rg u e  t h a t  em ployee 
l i k e  th o s e  who a r e  s e e k i n a  t o  r e c o v e r  o v e r t im e  w aaes w h ich  rem a in  
u n p a id  b e c a u s e  
a  w i n d f a l l .  T h e y
t h e y  h ad  a  r i g h t  t o  r e c e iv e  i n  t h e i r  o r i g i n a l  p a y c h e c k s .
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ALASKA WAGE AND HOUR ACT
B R IE F IN G  PA PE R  -  L IQ U ID A T E D  DAMAGES

I t  h a s  b een  a rg u e d  t h a t  th e  m an d a to ry  l i q u i d a t e d  damages 
p r o v i s i o n  i s  u n f a i r  and t h a t  A la s k a  sh o u ld  a d o p t th e  " g o o d ' f a i t h "  
s t a n d a r d  a p p l i e d  b y  th e  f e d e r a l  go ve rnm en t s in c e  1P<7. In  1959, 
when th e  A la s k a  l e g i s l a t u r e  a d o p te d  a -m a n d a to ry  do ib le  damages 
p r o v i s i o n /  i t  w i s e l y  c h o se  n o t to  im i t a t e  th e  f e d e r a l  app roach .
The c o n se q u e n c e s  o f  a d o p t in g  th e  f e d e r a l '  s ta n d a rd  now w i l l  be t h a t  
e m p lo y e e s  w i th  s m a l l  o r  m o d e ra te  s i z e d  c la im s  w i l l  fa c e  econom ic . 
h u r d l e s  w h ich  w i l l  p r e v e n t  them  from  e n fo r c i n g  t h e i r  r i g h t s  unde r 7 
a s t a t u t e  w h ich  d e p e n d s , i n  l a r g e  p a r t ,  on p r i v a t e  e n fo rc em en t *' 
e f f o r t s .  A d o p tio n  o f  a .''bad f a i t h " ' r e q u i r e m e n t  f o r  doub le  dam ages^ ' 
w i l l  a l s o  e l im in a t e  an im p o r ta n t  d e t e r r e n t  t o  v i o l a t i o n s .  T h e se ' 
f a c t o r s  "a re  d i s c u s s e d  i n  g r e a t e r  d e t a i l  be low .' ' 1 • - T;" ^

• — * *. * ? * •  • • • • • •• • . • # * • i * ^

**•’ * '  ■ *. • * . r •. .1 .. The Eco nom ic  H u rd le s . " "  .
'Though th e  D e p a r tm e n t o f  L ab o r- .c a n  p r o s e c u te  c la im s  f o r  c a se s .' 

i n v o l v i n g  $ 5 ,0 0 0 .0 0  o r  l e s s  in  u n p a id  w ages [ s e e , 8AAC 5 1 5 .1 7 5 (b ) ) ,  
c l a im s  i n  e x c e s s  o f  5 ,0 0 0 .0 0  m u s t be p u r su e d  th ro u g h  p r i v a t e  . :
a t t o r n e y s .  A "g o o d  f a i t h "  s ta n d a r d  wou ld  be e x t r a o r d i n a r i l y  
d i f f i c u l t  t o  p ro v e  t o  th e  s a t i s f a c t i o n  o f  th e  c o u r t  w i th o u t  .. 
c o n d u c t in g  com p le x  and e x p e n s iv e  p r e - t r i a l  d e p o s i t i o n s . a n d  document'- 
s e a r c h e s .  A b s e n t" ’ " sm o k in g  p i s t o l s "  o b ta in e d  d u r in g  p r e - t r i a l . '  
d i s c o v e r y ,  many e m p lo y e r s  .w i l l ,  no ’ d o u b t, e l e c t  t o  ta k e  t h e i r  
c h a n c e s  a t  a t r i a l  a t  w h ich  th e  em p loyee w i l l  b e a r  th e  bu rden  o f  
p r o v i n g  bad  f a i t h .  Few p e o p le  n o m in a l ly  c o v e re d  b y  th e  p r o t e c t i o n  
o f  th e  Wager and Hour A c t  w ou ld  be a b le  t o  a f f o r d  su ch  an e x p e n s iv e  
and  l e n g th y  p r o c e s s .  Though a t  th e  p r e s e n t  t im e ,—la w y e r s  f r e q u e n t l y  
t a k e  .su ch  c a s e s  on a  c o n t in g e n t  f e e  th e  Code o f  P r o f e s s i o n a l  
R e s p o n s i b i l i t y  g o v e r n in g  a t t o r n e y  c o n d u c t r e q u i r e s  th e  c l i e n t  t o  
b e  u l t i m a t e l y  r e s p o n s i b l e  f o r  l i t i g a t i o n  and d i s c o v e r y  e x p e n se s , 
r e g a r d l e s s  o f  t h e  o u tc o m e . F u r th e rm o re ,  la w y e r s  w ou ld  soon l e a r n  
t h a t  th e  im p r e c i s i o n  and  e l a s t i c i t y  o f  a "g o o d  f a i t h "  s ta n d a rd  make 
i t  u n e c o n o m ic a l . to  h a n d le  sm a ll  o r  m od e ra te  c l a im s .  The o b v io u s  
r e s u l t  o f  t h e s e ’ e co n om ic  d i s i n c e n t i v e s  i s  t h a t  many p eo p le  w i l l  
s im p ly  b e  u n a b le  t o  e n fo r c e  t h e i r  r i g h t s .

2. P r i v a t e  E n fo rc e m e n t o f  th e  Wage and Hour A c t .  •
Though th e  D e p a r tm e n t o f  L a b o r  h a s  a u t h o r i t y  t o  e n fo rc e  th e  

Wage and Hour A c t,* , i t  c a n n o t be e x p e c te d  t o  m o n i to r  a l l  a c t i v i t i e s  
o f  a l l  e m p lo y e r s  o f  th e  S t a t e  and t o  p r o s e c u te  a l l  p o t e n t i a l  wage 
c l a im s ,  a t  l e a s t  n o t  w i th o u t  an e x t e n s i v e  and c o s t l y  e x p a n s io n  o f  
i t s  c u r r e n t  b u r e a u c r a c y .  The c u r r e n t  d o u b le  dam ages p r o v i s i o n  in  
th e  Wage and Hour A c t  m akes i t  m o ie e c o n o m ic a l ly  r e a l i s t i c  f o r  
p r i v a t e  p a r t i e s  t o  o b t a i n  th e  l e g a l  a s s i s t a n c e  r e q u i r e d  to  r e d r e s s  • 
v i o l a t i o n s ,  a n d , t h u s ,  c r e a t e s  an e f f i c i e n t ,  p r i v a t e l y  funded  
e n fo r c e m e n t  m ech an ism .



A s  n o te d  a b o v e , i t  w ou ld  be d i f f i c u l t  t o  d i s p r o v e  an e m p lo y e r 's  
c l a im  t h a t  i t  w a s a c t i n g  in  good f a i t h  when i t  u n d e rp a id  i t s  em p lo v ee s . 
The c u r r e n t  d o u b le  dam ages p r o v i s i o n  e n c o u ra g e s  em p lo y e rs  to  e d u c a te  • .* 
t h e m s e l v e s  a s  t o  t h e  la w ' s  r e q u i r e m e n t s .  I t  a l s o  e n c o u ra g e s  employers-'**' 
t o  m o n i t o r  c h a n g e s  i n  th e  r e g u l a t i o n s  and in  th e  Wage and Hour A c t- - ’ - ’ 
and  t o  s p e e d i l y  a d a p t  t h e i r  c o m p e n sa tio n  s y s te m s  t o - t h e s e  c h a n g e s . **
The h e e d  f o r  s u c h  e n c o u ra g em en t i s  d e m o n s tra te d  b y  th e  b e h a v io r  * \.t -\ 
o f  e m p lo y e r s  i n v o lv e d  in  th e  • f l u c t u a t i n g  w o rk  week l i t i g a t i o n ,  f o r ~ r X  
some o f  t h e s e  em p lo y e r* : d e la y e d  m o n th s  b eyond  th e  i s s u a n c e  o f  th e  
S u p rem e  C o u r t ' s  f i n a l  D e c is io n  a d j u d i c a t i n g  th e  v a l i d i t y  o f  th e  •
T -T .T T .T  —  » £  ‘ J  __________ • _  Z  '• '  . •*■*’ • ’■ ?"

• • •  ,  # » » i  • V  • '
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FACTUAL BACKGROUND

1/The f l e x i b l e  w o rk  week ( h e r e a f t e r  FWW)— method o f 
c o m p u tin g  o v e r t im e  p aym en t h a s  been  r e c o g n iz e d  a s  an a c c e p ta b le  
m e thod  o f  p aym en t u n d e r th e  F e d e r a l  Wage and Hour A c t s in c e  196 8̂
29 C . F .R .  778.114 s p e c i f i c a l l y  a l lo w s  th e  u s e  o f  th e  f l u c t u a t i n g

\ • • • w ork  w eek p aym en t m e th o d . T h i s  m e thod  o f  paym en t i s  p a r t i c u l a r l y
s u i t e d  t o  r e s o u r c e  d e v e lo p m en t and  s e r v i c e  i n d u s t r i e s  where th e r e

» •

i s  f r e q u e n t l y  a  c o n s id e r a b le  am ount o f  s ta n d b y  s e r v i c e  tim e  a t  .•
• .

re m o te  l o c a t i o n s  and a  v a r i e t y  i n  th e  number o f  h o u r s  o f  work 
a v a i l a b l e  fro m  week to  w eek . The p la n  g e n e r a l l y  p r o v id e s  em ploy­
e e s  g r e a t e r  c e r t a i n t y  i n  p la n n in g  - th e i r  f i n a n c i a l  b u d g e ts  and 
g u a r a n te e s  them  a s p e c i f i c  am ount in  t h e i r  p ay  c h e c k s  each  pay 
p e r io d  th u s  e a s in g  th e  u p s  a n d r downs i n  incom e w h ich  would r e s u l t  
from - a  s t r a i g h t  o v e r t im e  p ay  p la n  m ethod . T h is  c o n t i n u i t y  o f  
incom e a l lo w s  em p lo y e e s  t o  r e f l e c t  a more s t a b l e  c a sh  f lo w  to  
lo a n  i n s t i t u t i o n s  when q u a l i f y i n g  f o r  home lo a n s  and th e  l i k e  and 
a l s o  s e r v e s  t o  re d u c e  th e  l i k e l i h o o d  o f  a p o t e n t i a l l y  d e v a s t a t i n g  
i n t e r r u p t i o n  o f  incom e to  th e  em p lo y ee . W ith o u t th e  FWW p la n  an 
em p lo yee  may f i n d  h im s e l f  r e t u r n i n g  to  w ork from  a  two week R&R a t  
a t im e  when w ork  i s  u n e x p e c te d ly  s l a c k  and th e n  le a v in g  on h i s  • " 
n e x t  tw o week R&R when work p i c k s  up . Thu s s i x  w eeks may p a s s

1 /  T h e re  a r e  a c c o u n t in g  d i f f e r e n c e s  in  th e  v a r i o u s  p la n s  
g e n e r a l l y  r e f e r r e d  to  a s  FWW p la n s  o r  BELO p la n s  w h ich  
do n o t . a f f e c t  th e  q u e s t io n s  r a i s e d  h e r e in .  B o th  FWW and

• 3EL0  p la n s  w i l l  h e r e a f t e r  be r e f e r r e d  to  a s  FWW.

I



i f  h i s  n e x t  tw o w eeks on th e  jo b  happen  t o  c o in c id e  w i th  an 
in c r e a s e  in  w o rk  h o u r s .

P r i o r  t o  1978 th e  u s e  o f .  th e  f l e x i b l e  work week method 
o f  p aym en t was l e g a l  u n d e r A la s k a  law . S ee  AS 2 3 .1 0 .0 6 0 ; A t to rn e y  
G e n e ra l O p in io n  F e b ru a r y  10 , 1 9 7 8 .' On December 8 , 1978, th e  
D epa .rtm en t o f  L a b o r  i n s t i t u t e d  a ch an ge  by  a d o p t in g  a  new r e g u la ­
t i o n ,  8 AAC 1 5 .1 0 0 , w h ich  d e c la r e d  t h a t  th e s e  f l e x i b l e  w ork week 
p l a n s  w e re  no lo n g e r  i n  c o m p lia n c e  w i th  th e  o v e r t im e  p r o v i s io n s  
o f  A l a s k a ' s  wage and  h o u r la w s .

T h i s  c h an ge  i n  th e  a d m in i s t r a t i v e  r e g u l a t i o n s  was
Ip o o r l y  p u b l i c i z e d ,  w i th  l i t t l e  i f  any  in p u t  fro m  A la s k a n  em p lo y e rs .

The p r im a r y  i n d u s t r i e s  a f f e c t e d  b y  th e  new r e g u l a t i o n  a re  th e  o i l
and g a s  s u p p o r t  i n d u s t r i e s  -w ith  a d d i t i o n a l  e f f e c t  on m in in g  and.

* * < o t h e r  i n d u s t r i e s .  I t  . i s  e s t im a te d  t h a t ,  s in c e  t h i s  r e g u la t io n
was a d o p te d  i'fl 1978 , p o s s i b l y  a s  many a s  110 A la s k a , b u s in e s s e s ,  
unaw are  t h a t  th e  lo n g  s t a n d in g  cu s tom  and p r a c t i c e  in  t h e i r  
i n d u s t r y  h a s  b e e n  ch an ged  by a d m in i s t r a t i v e  r e g u l a t i o n ,  have 
c o n t in u e d  u s in g  th e  same f l e x i b l e  w ork week p la n  th e y  had u sed  
f o r  y e a r s  a n d , i n  d o in g  s o ,  may h ave  in c u r r e d  s u b s t a n t i a l  l i a b i l ­
ity* ' •

In  O c to b e r , 1979, a lm o s t a y e a r  a f t e r  th e  r e g u l a to r y  
c h a n g e , D r e s s e r  I n d u s t r i e s  ( th e  f i r s t  company to  b e  su ed ) was 
named a s  a d e fe n d a n t  i n  a s u i t  f i l e d  by a fo rm e r  em ployee f o r  
$4 ,000 i n  b ack  w a g e s . The c a s e  was oppo sed  on c o n s t i t u t i o n a l

a



19 81 , t h e  A la s k a  Sup rem e C o u r t  u p h e ld  th e  pow er — — -------------
o f  L a b o r  to  p ro m u lg a te  r e g u l a t i o n s  bn t h i s  s u b j e c t .  * The U .S . 
Sup rem e  C o u r t  l a t e r ,  d e c l in e d  to  re v ie w  th e  c a s e .  D r e s s e r  p a id  
t h e  ju d g m e n t and th e  c a s e  w as c lo s e d .  In  November 1981, D re s s e r  
w as su e d  b y  a n o th e r  fo rm e r  em p loyee who a g re e d  to  s t a y  a c t io n  on 
h i s  c a s e  a w a i t i n g  a U „S . Sup rem e C o u r t d e c i s i o n  on w h e th e r to  
r e v ie w  . th e  c a s e .  The c a s e  f o r  t h i s  one i n d i v i d u a l ' h a s  s in c e  been

• m t

s e t t l e d  and  d i s m i s s e d .  . ■ ..
I n  December 1981 , two y e a r s  a f t e r  t h e ' r e g u l a t o r y  ch an ge ,*  

D r e s s e r  w as a g a in  s u e d ,  t h i s  t im e  i n  a c l a s s  a c t i o n  f i l e d  by a 
t h i r d  em p loyee s e e k in g  b a c k  w ages on b e h a l f  o f  a l l  D r e s s e r  em ploy­
e e s  i n  an  am oun t e x c e e d in g  $15 ,000 ,000 . A t  l e a s t  th r e e  o th e r  
com panies',' i n c lu d in g  FMC and S ch lu m b eg e r , h a v e  s in c e  been su ed .

i

A l l  o f . t h e s e  c a s e s  a r e  i n  th e  p r e l im in a r y  s t a g e s ,  no t r i a l  d a te s
h a v e  b e en  s e t  a t  t h i s  t im e  and none o f  th e  l a w s u i t s  have  a s  y e t
r e s u l t e d  in~~a- ju d g m e n t a g a i n s t  any o f  th e  d e fe n d a n t  com pan ie s .

I n  a d d i t i o n  to  th e  f i n a n c i a l  l i a b i l i t y  c r e a te d  by th e
f l e x i b l e ,  w o rk  week p r o h i b i t i o n ,  A la s k a  law  p r o v id e s  f o r  m anda to ry
l i q u i d a t e d  dam ages w h ic h  d o u b le s  any b a c k  wage o r  o v e r t im e  ;,ward

* ? * ’.* **.*.* * 
r e g a r d l e s s  o f  th e  good  f a i t h  e f f o r t s  on th e  p a r t  o f  th e  em p lo y e r '

« * * t o  a b id e  by th e  wage and h o u r s t a t u t e s - .  AS 2 3 .1 0 .1 1 0 ; A A I, I n c .
v .  M u s s a r a , 602 P . 2 1240 (A la s k a  1 9 79 ). E v e n  i f  an  em p lo ye r

, #
r e l i e s  on th e  D e p a r tm e n t o f  L a b o r ' s  o p in io n  o r  o th e rw is e  makes an 
in n o c .e n t e r r o r  i n  c o m p u ta t io n  o f. p a y , th e  c o u r t  h a s  no c h o ic e  b u t 
t o  aw ard  d o u b le  th e  am ount o f  d am ages. The a ccum u la te d  l i a b i l i t y

$  3



r e s u l t i n g  fro m  th e  1978 a d m in i s t r a t i v e  a c t i o n  c o u p le d  w i th  A la s k a ' s  
d o u b le  damage s t a t u t e  h a s  r e s u l t e d  i n  a p o t e n t i a l  econom ic d i s a s t e r  
f o r  many A la s k a n  e m p lo y e r s .

11 • •
PROPOSED REMEDY

A m u l t i t u d e  o f  com pan ies and o r g a n i z a t i o n s  p ro p o sed  
d u r in g  th e  l a t t e r  p a r t  o f  th e  198.1 l e g i s l a t i v e  • s e s s i o n  t h a t  th e  
FWW a d m in i s t r a t i v e  p r o h i b i t i o n  be amended t o  in c lu d e  a good f a i t h  
e x c e p t io n  and p r o v id e  t h a t  any l i a b i l i t y  a r i s i n g  o u t  o f  th e  re g u ­
l a t o r y  p r o h i b i t i o n  be  e x t in g u i s h e d  r e t r o a c t i v e l y .  A b i l l  t o
a c c o m p lis h  t h i s ,  SB  886 , was in t r o d u c e d  in  th e  S e n a te .

•* # The b i l l ,  a s  p ro p o se d , would have  th e  fo l lo w in g  e f f e c t s .
The p ro p o se d  r e g u l a t i o n  w i l ]  have no e f f e c t  on  th e  two in d i v id u a l s  
who have  a l r e a d y  b r o u g h t  s u i t  and e i t h e r  r e c e iv e d  a f i n a l  judgm en t 
f ro m  which a p p e a l c a n n o t be ta k e n  o r  s e t t l e d  t h e i r  c a s e .  A s to  
t h o s e  p e o p le  who h av e  f i l e d  s u i t ,  e i t h e r  i n d i v i d u a l l y  o r  on 
b e h a l f  o f  a c l a s s  o f  em p lo y e e s , and whose s u i t  i s  s t i l l  p e n d in g , 
a w a i t in g  t r i a l  o r  on a p p e a l ,  t h e i r  c a s e s  w ou ld  be d ism is s e d  
s u b j e c t  to  th e  r i g h t  o f  em p loyees to  r e c o v e r  e x p e n se s  o f  l i t i g a ­
t i o n .  C om pan ies w ou ld  be g iv e n  a p e r io d  o f  t im e  t o  c o n v e r t  o v e r 
fro m  th e  FWW pay  s y s te m s  and r e l i e v e d  o f  th e  m a s s iv e  p o t e n t i a l  
l i a b i l i t y  r a i s e d  b y  th e  r e g u l a t i o n .  P a s t  em p lo y ee s  would n o t 
r e c e iv e  a w i n d f a l l  g a i n .



QUESTIONS PRESENTED
1 . Does th e  A la s k a  l e g i s l a t u r e  h ave  th e  power to  

r e p e a l  t h e  a d m in i s t r a t i v e  r e g u l a t i o n ?
2 . Does a r e t r o a c t i v e  r e p e a l  o f  th e  r e g u l a t i o n  con­

s t i t u t e  an u n c o n s t i t u t i o n a l  im p a irm en t, o f  th e  r i g h t  to  c o n t r a c t  
b y  t a k i n g  away v e s t e d  c o n t r a c t u a l  r i g h t s  o f  em p lo yee s?

Q u e s t io n  1 abo ve  h a s  b een  d i r e c t l y  a d d re s s e d  by th e  
A la s k a  c o u r t s .  U nder AS 44 .62 .320  ( L e g i s l a t i v e  Annu lm en t o f  Regu­
l a t i o n s  and R e v ie w ) , th e  l e g i s l a t u r e  was g r a n te d  th e  a u th o r i t y  to  
a n n u l a r e g u l a t i o n  o f  an a gen cy  by c o n c u r r e n t  r e s o l u t i o n .  I n  1980 
th e  A la s k a  Sup rem e C o u r t  i n  S t a t e  v .  A . L . I . V . E . f 606 P . 2d 769 
(A la s k a  1980) h e ld  t h a t  th e  l e g i s l a t u r e  c o u ld  n o t  an n u l a r e g u l a t i o n  
b y  c o n c u r r e n t  r e s o l u t i o n  b u t  d id  s e t  o u t  th e  p ro p e r  p ro c e d u re  by 
w h ic h  th e  . l e g i s l a t u r e  c o u ld  a n n u l a r e g u l a t i o n .  In  th e  A . L . I . V . E .  
c a s e  th e  A la s k a  Sup rem e C o u r t  in d i c a t e d  t h a t  by a v o te  o f  b o th  
h o u s e s  and p a s s a g e  o f  a new A c t th e  l e g i s l a t u r e  d oe s have th e  power 
t o  a n n u l an a g en cy  r e g u l a t i o n  by fo l lo w in g  no rm a l l e g i s l a t i v e  
p r o c e d u r e s .  AS 0 1 .1 0 .0 9 0  r e q u i r e s  t h a t  i n  o rd e r  f o r  th e  s t a t u t e
a n n u l l i n g  th e  r e g u l a t i o n  to  have r e t r o s p e c t i v e  e f f e c t ,  i t  m u st
e x p r e s s l y  d e c la r e  i n  th e  s t a t u t e  t h a t . i t  i s  in te n d e d  to  be r e t r o ­
s p e c t i v e .  I n  a d d i t i o n ,  u n d e r AS 91 .10 .100  ( E f f e c t  o f  R ep ea l o r  
Amendments), th e  l e g i s l a t u r e  h a s  been s p e c i f i c a l l y  g ra n te d  th e  power 
to  a n n u l a r e g u l a t i o n ,  th e  o n ly  q u a l i f i c a t i o n  b e in g  t h a t  i f  th e  
an n u lm en t i s  to  be r e t r o a c t i v e  and i s  to  a f f e c t  any p e n a l ty  o r
l i a b i l i t y  i n c u r r e d ,  i t  m u s t e x p r e s s l y  s t a t e  t h a t  t h i s  i s  th e

f *l e g i s l a t i v e  i n t e n t .  —



r e p e a l  o r  a n n u l m e n t  o f  a  r e g u l a t i o n  a n d  t h e  c o n s e q u e n t  e x t i n g -  

u i s h i n g  o f  l i a b i l i t y  o n  t h e  p a r t  o f  e m p l o y e r s  f o r  p e n a l t i e s ,  f o r­

f e i t u r e s  o r  b a c k  w a g e s  i s  a n  u n c o n s t i t u t i o n a l  d e n i a l  o f  d u e  p r o c e s s

A s  t o  q u e s t i o n  i 2 a b o v e ,  t h e  a r g u m e n t  t h a t  a r e t r o a c t i v e

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

i m p a i r m e n t  o f  c o n t r a c t s  o r  A r t i c l e  1 ,  .§ 1 0  o f  t h e  C o n s t i t u t i o n

h a s  "over t h e  y e a r s  b e e n  r e s o u n d i n g l y  r e j e c t e d  b y  l i t e r a l l y  h u n d r e d s
s

o f  c o u r t  d e c i s i o n s .  . . .

s i m i l a r  t o  t h e  p r o b l e m  n o w  f a c i n g  t h e  A l a s k a  l e g i s l a t u r e .  T h e  

U n i t e d  Stavtes S u p r e m e  C o u r t  i n  A n d e r s o n  v .  M t .  C l e m e n s  P o t t e r y

J u l y  o f  1 9 4 6  a n d  J a n u a r y  o f  1 9 4 7 ,  s o m e  2 , 0 0 0  c a s e s  w e r e  f i l e d  in 

F e d e r a l  C o u r t  a l o n e  s e e k i n g  b a c k  p a y  i n  e x c e s s  o f  f i v e  b i l l i o n  

d o l l a r s .  {.House C o m m i t t e e  o n  t h e  J u d i c i a r y  R e p o r t  N o .  71, F e b .  25, 

1 9 4 7 . )

In r e s p o n s e  t o  t h i s  s i t u a t i o n ,  C o n g r e s s  p a s s e d '  t h e  

P o r t a l  t o  P o r t a l  A c t  o f  1 9 4 7  w h i c h  s p e c i f i c a l l y  e x t i n g u i s h e d  any 

c l a i m  a r i s i n g  o u t  o f  t h e  F a i r  L a b o r  S t a n d a r d s  s t a t u t e s  a n d  r e l i e v e d  

e m p l o y e r s  f r o m  l i a b i l i t y  a n d  p u n i s h m e n t  fx-om e x i s t i n g  c l a i m s

h a s  b e e n  r a i s e d  n u m e r o u s  t i m e s ' i n  t h e  p a s t  i n  v a r i o u s  c a s e s  a n d

I n  1 9 4 7  t h e  U n i t e d  S t a t e s  C p n g r e s s  f a c e d  a s i t u a t i o n
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w h f e t h e r  c o m m e n c e d  p r i o r  t o ,  o r  o n  o r  a f t e r  t h e  d a t e  o f  t h e  A c t .

T h e  A c t  p r o v i d e d  t h a t  u n l e s s  a n  a c t i v i t y  w a s  c o v e r e d  b y  a n ' e x p r e s s  

p r o v i s i o n  o f  a w r i t t e n  o r  n o n w r i t t e n  c o n t r a c t  b e t w e e n  t h e  e m p l o y e e  

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

t i m e  o f  e m p l o y m e n t ,  a n y  l i a b i l i t y  f o r  e x i s t i n g  o r  f u t u r e  c l a i m s
* . .

w o u l d  b e  e x t i n g u i s h e d .

T h e  r e p o r t  o f  t h e  H o u s e  C o m m i t t e e  o n  t h e  J u d i c i a r y  

s p e c i f i c a l l y  a d d r e s s e d  t h e  c o n s t i t u t i o n a l i t y  a n d  .vested c o n t r a c t  

r i g h t  q u e s t i o n  i n  p a s s i n g  t h e  P o r t a l  t o  P o r t a l  A c t  a n d  n o t e d  

t h a t :

C l a i m s  f o r  m i n i m u m  w a g e s ,  o v e r t i m e  c o m p­
e n s a t i o n ,  l i q u i d a t e d  d a m a g e s  a n d  p e n a l ­
t i e s  a r e  n o t  v e s t e d  p r o p e r t y  r i g h t s  
w i t h i n  t h e  p r o t e c t i o n  o f  t h e  F i f t h  
A m e n d m e n t .  T h e y  a r e  p u r e l y  s t a t u t o r y  
r i g h t s  w h i c h  m a y  b e  w i t h d r a w n  b y  t h e  

•* C o n g r e s s  a t  a n y  t i m e  b e f o r e  t h e y  h a v e
r i p e n e d  i n t o  a  f i n a l  j u d g m e n t  f r o m  w h i c h  , 
a p p e a l  c a n n o t  b e  t a k e n .  ( c i t a t i o n s  

' o m i t t e d ) . —

I n  t h e  y e a r s  f o l l o w i n g  p a s s a g e  o f  t h e  P o r t a l  to P o r t a l  A c t

t h e  c o n s t i t u t i o n a l i t y  o f  t h e  r e t r o a c t i v e  g r a n t  o f  i m m u n i t y  f r o m

l i a b i l i t y  h a s  b e e n  c h a l l e n g e d  m a n y  t i m e s  i n  m a n y  c o u r t s .  I t  h a s

b e e n  u p h e l d  c o n s i s t e n t l y .

In  S e e s e  v. B e t h l e h e m  S t e e l  C o . , 1 6 8  F . 2 d  58 (4th C i r .

1 94 8) t h e  c o u r t  n o t e d  a t  p a g e . 6 1  t h a t  t h e  c o n s t i t u t i o n a l i t y  o f  t h e

P o r t a l  t o  P o r t a l  A c t  w a s  b e y o n d  q u e s t i o n :

I t s  c o n s t i t u t i o n a l i t y  h a s  b e e n  u p h e l d  

b y  t h e  c i r c u i t  c o u r t  o f  a p p e a l s  o f  
t h e  s i x t h  c i r c u i t  . . . a n d  b y  m o r e
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t h a n  1 0 0  d e c i s i o n s  o f  f e d e r a l  d i s t r i c t  
c o u r t s *  a n d  s t a t e  c o u r t s  t o  w h i c h  o u r  
a t t e n t i o n  h a s  b e e n  c a l l e d .  W e  l i s t  
b e l o w  t h o s e  a v a i l a b l e  i n  t h e  f e d e r a l  
s u p p l e m e n t  w h i c h  we. h a d  o p p o r t u n i t y  
t o  r e a d .

T h e  p l a i n t i f f s  i n  S e e s e  a r g u e d  t h a t  t h e  s t a t u t e  v i o l a t e d  

t h e  c o n s t i t u t i o n  b e c a u s e :

j
. . . t h e y  d e p r i v e d  p l a i n t i f f s  o f  v e s t e d  
r i g h t s  u n d e r  e x i s t i n g  c o n t r a c t s  i n  v i o ­
l a t i o n  o f  t h e  d u e  p r o c e s s  c l a u s e  o f  t h e  
f i f t h  a m e n d m e n t .

T h e  c o u r t ' s  r e s p o n s e  t o  t h i s  c o n t e n t i o n  w a s  c l e a r :

W e  t h i n k  t h a t  b o t h  c o n t e n t i o n s  a r e  
e n t i r e l y  w i t h o u t  m e r i t .

*■ * *

T h e  q u e s t i o n  r a i s e d  u n d e r  t h e  f i f t h  
a m e n d m e n t  is t h a t  t h e  s t a t u t e  t a k e s  
p r o p e r t y  w i t h o u t  d u e  p r o c e s s  i n  t h a t  
i t  s t r i k e s  d o w n  v e s t e d  r i g h t s  u n d e r  

— e x i s t i n g  c o n t r a c t s .  T h e  a n s w e r  i s  —  
t h a t  e v e n  r i g h t s  a r i s i n g  o u t  o f  c o n ­
t r a c t  c a n n o t  f e t t e r  c o n g r e s s  i n  t h e  
e x e r c i s e  o f  a  p o w e r  g r a n t e d  i t  b y  
t h e  c o n s t i t u t i o n ,  a n d  t h a t  t h e  r i g h t s  
s t r i c k e n  d o w n  b y  t h e  s t a t u t e  a r e  n o t  
r i g h t s  a r i s i n g  o u t  o f  c o n t r a c t  a t  
a l l ,  b u t  r i g h t s  c r e a t e d  b y  s t a t u t e  
a s  a n  i n c i d e n t  o f  t h e  s t a t u t o r y  
r e g u l a t i o n  o f  c o m m e r c e .

T h e  c o u r t  h e l d  t h a t  t h e  F a i r  L a b o r  S t a n d a r d s  A c t  d o e s  n o t  p r o ­

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

s o u g h t  t o  r e g u l a t e  b u t  r a t h e r  par o v i d e s  a m e a n s  b y  w h i c h  w a g e s  m a y  

b e  r e g u l a t e d .  T h e  C o u r t  s t a t e d  t h a t  w h e n  i t  b e c o m e s  a p p a r e n t  t h a t

t h e  i n s t r u m e n t  o f  r e g u l a t i o n  i s  a b o u t  to  b e  u s e d  i n  s u c h  a w a y  as



i n j u r e  t h e  v e r y  c o m m e r c e  i t  i s  d e s i g n e d  t o  h e l p  i t  i s  i d l e  t o  s a y

t h a t  t h e  l e g i s l a t u r e  i s  w i t h o u t  p o w e r  t o  a m e n d  i t  i n  s u c h  a w a y  as

t o  a v o i d  t h e  e v i l  t h a t  i s  t h r e a t e n e d .

T h e  p r o p o s e d  b i l l  b e f o r e  t h e  A l a s k a  l e g i s l a t u r e  w i l l  n o t

s t r i k e  d o w n  a n y  r i g h t  w h i c h  i s  b a s e d  o n  a c o n t r a c t ,  a  c u s t o m  o r  a

p r a c t i c e .  W h a t  i s  s o u g h t  t o  b e  t a k e n  a w a y  i s  p u r e l y  a s t a t u t o r y  •

r i g h t .  T h i s  i s  c l e a r l y  c o n s t i t u t i o n a l :

W h a t  w a s  t a k e n  a w a y  w a s  t h e  r i g h t  t o  
r e c o v e r  o n  c l a i m s  o f  p u r e l y  s t a t u t o r y  
o r i g i n ,  c l a i m s  g i v e n  b y  s t a t u t e  n o t  
a s  c o m p e n s a t i o n  f o r  l a b o r  p e r f o r m e d  
b u t  as a m e a n s  o f  r e g u l a t i n g  w a g e s  a n d  
h o u r s  o f  w o r k  i n  i n t e r s t a t e  c o m m e r c e .
(S e e s e , s u p r a , a t  p. 6 4 ,  c i t a t i o n s  

•o m i t t e d .] .

B y  b o t h  l o g i c  a n d  l e g a l  r e a s o n i n g ,  s i n c e  t h e  l e g i s l a t u r e  

m a y  repeal- i t s  o w n  A c t ,  i t  c l e a r l y  h a s  t h e  r i g h t  t o  t a k e  a w a y  

s o m e t h i n g  w h i c h  h a s  n o  e x i s t e n c e  s a v e  b y  v i r t u e  o f  t h a t  A c t .

L o o k e d  a t  i n  a n o t h e r  w a y ,  t h e  l e g i s l a t u r e  i s  m e r e l y  

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

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

d u r i n g  a p e r i o d  of t h e  e m p l o y m e n t  c o n t r a c t .  T h e  l e g i s l a t u r e ' s  p o w e r  

to v a l i d a t e  p r i o r  c o n t r a c t s  w h i c h  w e r e  i n v a l i d  b y  s t a t u t e  h a n  b e e n  

u p h e l d  r e p e a t e d l y  b y  t h e  U . S .  S u p r e m e  C o u r t .  W e s t s i d e  B e l t  R  Co. 

v. P i t t s b u r g  C o n s t r u c t i o n  C o . , 219 U . S .  92; M c N a i r  v. K n o t t , 302 

U . S .  3 6 9 .



T h e  a r g u m e n t  t h a t  t h e  p r o v i s i o n s  o f  t h e  A l a s k a  r e g u l a t i o n  

p r o h i b i t i n g  F W W  m u s t  b e  r e a d  i n t o  t h e  c o n t r a c t  o f  e m p l o y m e n t  and. 

t h a t  t h e  r i g h t  t o  r e c o v e r  c o m p e n s a t i o n  i n  a c c o r d a n c e  w i t h  t h e  terras 

o f  t h e  r e g u l a t i o n  b e c o m e s  a p a r t  o f  t h e  c o n t r a c t  a n d  a c c r u e s  u p o n  

t h e  r e n d e r i n g  o f  s e r v i c e s  p r o v i d e s  n o  >asis f o r  r e n d e r i n g  a r e p e a l -
• 0. •

i n g  s t a t u t e  u n c o n s t i t u t i o n a l .

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

b y  t h e  p r i o r  a c t .  E v e n  if t h e  p r o ­
v i s i o n s  o f  t h e  F a i r  L a b o r  S t a n d a r d s  
A c t  b e  r e a d  i n t o  c o n t r a c t s  o f  e m p l o y ­
m e n t ,  s o  a l s o  m u s t  b e  r e a d  t h e  c o n ­
s t i t u t i o n a l  p o w e r  o f  c o n g r e s s  to  c h a n g e  
t h a t  a c t  . . . n o t  o n l y  a r e  e x i s t i n g  
l a w s  r e a d  i n t o  c o n t r a c t s  i n  o r d e r  to 
f i x  o b l i g a t i o n s  as  b e t w e e n  t h e  p a r t i e s ,  
b u t  t h e  r e s e r v a t i o n  o f  e s s e n t i a l  a t t r i -  
h ' t e s  o f  s o v e r e i g n  p o w e r  i s  a l s o  r e a d  
i n t o  c o n t r a c t s  a s  a p o s t u l a t e  o f  t h e  

l e g a l  o r d e r .  (S e e s e , s u p r a , a t  6 5 ,  
c i t a t i o n s  o m i t t e d . )

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  d i r e c t l y  a d d r e s s e d  t h i s  

i s s u e  a n d  i n  B i d w e l l  v. S h e e l e , 355 P. 2 d  5 8 4  ( A l a s k a  1 9 60) j o i n e d  

t h e  a r r a y  o f  S t a t e ,  F e d e r a l  a n d  S u p r e m e  C o u r t  d e c i s i o n s  u p h o l d i n g  

th e  p o w e r  o f  t h e  l e g i s l a t u r e  t o  r e t r o a c t i v e l y  e x t i n g u i s h  s t a t u t o r y  

r i g h t s .  D e a l i n g  w i t h  t h e  r e p e a l  of s e c t i o n  1 6 - 1 - 1 3 1 ,  A l a s k a

C o m p i l e d  L a w s  A n n o t a t e d .  1 9 4 9 ,  w h i c h  a b o l i s h e d  t h e  . r e q u i r e m e n t  f o r

a b o n d  i n  t i t l e  d i s p u t e  c a s e s ,  t h e  C o u r t  a d d r e s s e d  t h e  c o n s t i t u -
(

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

t h e  1 4 t h  A m e n d m e n t  o f  t h e  U . S .  C o n s t i t u t i o n  a n d  S e c t i o n  7, A r t .  1 

of t h e  A l a s k a  C o n s t i t u t i o n .  T h e  C o u r t  n o t e d  t h a t :

z I n  1 8 7 1  t h e  S u p r e m e  C o u r t  o f  t h e  U n i t e d
S t a t e s  r u l e d  t h a t  a p a r t y  c a n n o t  h a v e  a n y
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v e s t e d  r i g h t  i n  a r e m e d y  c o n f e r r e d  b y  a n  
a c t  o f  C o n g r e s s  t o  p r e v e n t  C o n g r e s s  f r o m  
m o d i f y i n g  i t  o r  a d d i n g  n e w  c o n d i t i o n s  to 
i t s  e x e r c i s e ,  o r  f r o m  w i t h d r a w i n g  t h e  

r e m e d y  a l t o g e t h e r .

T h e  P o r t a l  t o  P o r t a l  A c t  d o e s  n o t  s t a n d  a l o n e  as a n

e x a m p l e  o f  t h e  c o n s t i t u t i o n a l i t y  of  l e g i s l a t i v e  a c t i o n  e x tinguish'
• •

i n g  p r i o r  l i a b i l i t i e s .  T h e  q u e s t i o n  h a s  b e e n - a r g u e d  a n d  h a s  b e e n  

u p h e l d  b y  a  s t a g g e r i n g  m a j o r i t y  o f  C o u r t s  i n  o t h e r  a r e a s  a s  w e l l .

I n  A m e r i c a n  C a n  Co. v. D a v i e s , 5 5 9  P . 2 d  8 9 8  (Or. 1977),

t h e  S u p r e m e  C o u r t  o f  O r e g o n  u p h e l d  t h e  p o w e r  o f  t h e  p u b l i c

u t i l i t i e s  c o m m i s s i o n e r  t o  c h a n g e  r a t e s  a l r e a d y  s e t  b y  a  p r i v a t e  

c o n t r a c t  w i t h  t h e  u t i l i t y .  T h e  c o m p a n y  c o n t e n d e d  t h a t :

. C r o w n  c o n t e n d s  t h a t  t h e  p o w e r  o f  t h e  

C o m m i s s i o n e r  t o  c h a r g e  r a t e s  o r  o t h e r  
c o n d i t i o n s  m e m o r i a l i z e d  i n  a w r i t t e n  
c o n t r a c t  b e t w e e n  a j u b l i c  u t i l i t y  a n d  
o n e  o f  i t s  c u s tomer', c o n s t i t u t e s  a n  
i m p a i r m e n t  o f  t h e  c o n t r a c t  r i g h t s ,  a n d
as  s u c h  i s  i n  v i o l a t i o n  o f  A r i t c l e  1,
§ 10 o f  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n .

T h e  C o u r t  a n s w e r e d  t h e  a r g u m e n t  f i r s t  w i t h  l e g a l  a u t h o r i t y :

W e  d i s a g r e e .  I n  M i d l a n d  C o .  v. K .  C.
P o w e r  C o . , 3 0 0  U . S .  109, 5 7  S . C t .  3 4 5 ,
81 L . E d .  5 4 0  ( 1 9 3 7 ) ,  t h e  c o u r t  r a i d :

. . . [ T ] h e  S t a t e  h a s  p o w e r  to
a n n u l  a n d  s u p e r s e d e  r a t e s  p r e ­
v i o u s l y  e s t a b l i s h e d  b y  c o n t r a c t  
b e t w e e n  u t i l i t i e s  a n d  t h e i r  
c u s t o m e r s .  I t  h a s  p o w e r  t o  
r e q u i r e  s e r v i c e  a t  n o n d i s c r i m -  
i n a t o r y  r a t e s ,  t o  p r o h i b i t  s e r ­
v i c e  a t  r a t e s  t o o  l o w  t o  y i e l d  
t h e  c o s t  r i g h t l y  a t t r i b u t a b l e  

; t o  it, a n d  to  r e q u i r e  u t i l i t i e s
t o  p u b l i s h  t h e i r  r a t e s  a n d  t o  
a d h e r e  t o  t h e m .



a n d  s e c o n d  w i t h  c o m m o n  s e n s e  r e a s o n i n g :

F u r t h e r m o r e ,  w e r e  s u c h  an  a r g u m e n t  
u p h e l d ,  'then t h e  w h o l e  p u b l i c  i n t e r ­

e s t  i n  u t i l i t y  r e g u l a t i o n  w o u l d  
b e c o m e  m e a n i n g l e s s , .-since b y  m a k i n g  
s e p a r a t e  c o n t r a c t s  w i t h  a l l  o r  a n y  
o f  i t s  i n d i v i d u a l  c u s t o m e r s ,  t h e  
u t i l i t y  a n d  t h e  c u s t o m e r  c o u l d  
e f f e c t i v e l y  b y p a s s  a l l  o r  a n y . r e l e ­
v a n t  p a r t  of- t h e  p u b l i c  u t i l i t y  
r e g u l a t o r y  s t a t u t e s  a n d  t h e  r e g u l a ­
t i o n s ,  g o v e r n i n g  t h e  public- u t i l i t y .

T h e  s a m e  l o g i c a l  c o n c l u s i o n  w o u l d  f l o w  f r o m  t h e  a r g u m e n t
• *

t h a t  t h e  l e g i s l a t u r e  is u n a b l e  t o  a l t e r  c o n t r a c t s  i n  t h e  w a g e  a n d  

h o u r  f i e l d . .  E m p l o y e r  a n d  e m p l o y e e  w o u l d  b e  f r e e  to b y p a s s  a n y

%
r e g u l a t i o n  b y  t h e  s i m p l e  e x p e d i e n t  o f  m a k i n g  a c o n t r a c t  a b o u t  it.

F o r  t h a t  r e a s o n  l e g i s l a t i v e  e n a c t m e n t s  i n  t h i s  ax^-a a r e  v a l i d ,  

n o t w i t h s t a n d i n g  b y  t h e i r  t e r m s ,  t h e y  a p p l y  t o  a n d  a f f e c t  a n t e c e d e n t  

c o n t r a c t s  f o r  t h e  p e r f o r m a n c e  o f  s e r v i c e s .  1 6 A  C . J . S .  C o n s t i t u t i o n a l  

L a w  § 34 9."-

V J h e t h e r  p l a i n t i f f s  h a v e  s o u g h t  t o  a r g u e  t h a t  t h e  l e g i s l a t u r e  

i s  p r o h i b i t e d  b y  t h e  d u e  p r o c e s s  c l a u s e  o f  t h e  C o n s t i t u t i o n  or  b y  

A r t i c l e  1, § 10 f r o m  i n t e r f e r r i n g  w i t h  v e s t e d  r i g h t s  of p r i v a t e  

e m p l o y m e n t  c o n t r a c t s ,  t h e  r e s u l t  h a s  a l w a y s  b e e n  t h e  s ame. —  N o

m a t t e r  h o w  t h e  o b l i g a t i o n s  o r  r i g h t s  a r e  d e n o m i n a t e d ,  i m p o s e d  o r

i n s u r e d  w i t h  r e s p e c t  to w a g e s  a n d  o v e r t i m e  c o m p e n s a t i o n  t h e y  

ar e :

. . . s u b j e c t  t o  c h a n g e  o r  a b r o g a t i o n ,
a n d  a r e  n o t  s u b j e c t  to  a n y  o f  t h e

j u r i d i c a l  p r i n c i p l e s  a p p l i c a b l e  tc  
1 c o n t r a c t u a l  r i g h t s  o r  s t a t u t o r y  r i g h t s .

M a y  v. G e n e r a l  M o t o r s  C o r p . ,  73 F. S u p p .
8 7 8 .



I n  L o u i s v i l l e  a n d  N. R .  Co. v. M o t t l e v , 219 U . S .  467, 

t h e  c o u r t  d e a l t  w i t h  a n  a c t  of C o n g r e s s  w h i c h  r e t r o a c t i v e l y  

s t r u c k  d o w n  a c o n t r a c t  m a d e  i n  s e t t l e m e n t '  o f  a p e r s o n a l  i n j u r y  

c a s e  a n d  u p h e l d  C o n g r e s s '  p o w e r .  I n  N o r m a n  v. B a l t i m o r e  a n d

O . R .  C o . ,  294 U . S .  2 4 0  t h e  U . S .  S u p r e m e  C o u r t  n o t e d  t h a t  C o n g r e s s
$

h a s  t h e  p o w e r  t o  r e t r o a c t i v e l y  s t r i k e  d o w n  g o l d  .clauses i n  

p r i v a t e  c o n t r a c t s  a n d  that' s u c h  p o w e r  i s  n o t  u n c o n s t i t u t i o n a l .

I n  N a t i o n a l  C a r  L o a d i n g  C o r p .  v. P h o e n i x - E l  P a s o  E x p r e s s , 1 7 6  

S . W . 2 d  5 6 4 ,  t h e  S u p r e m e  C o u r t  o f  T e x a s  d e a l t  w i t h  t h e  I n t e r s t a t e  

C o m m e r c e  A c t ,  49 U . S . C . A .  § 1 0 0 1  e t  s e q . , w h i c h  w i p e d  o u t  a n y  

p u n i s h m e n t  o r  l i a b i l i t y  i m p o s e d  u p o n  f r e i g h t  f o r w a r d e r s  w h o  m a y  

h a v e  v i o l a t e d  e x i s t i n g  I C C  t a r i f f  r e g u l a t i o n s  a n d  u p h e l d  i t s  

c o n s t i t u t i o n a l i t y  i n  t h e  f a c e  o f  i d e n t i c a l  a r g u m e n t s .  I n  

M c N a i r  v. K n o t t , 3 0 2  U . S .  369 t h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  

u p h e l d  t h e  c o n s t i t u t i o n a l i t y  of  C o n g r e s s '  g r a n t _ o f  r e t r o a c t i v e  

v a l i d i t y  t o  i n v a l i d  p l e d g e s  of s e c u r i t i e s  b y  n a t i o n a l  b a n k i n g  

a s s o c i a t i o n s .

In M o s s  v. H a w a i i a n  D r e d g i n g  C o . , 187 F . 2 d  442 (9th 

C i r .  1 9 5 1 )  t h e  a p p e l l a t e  c o u r t  c o n s i d e r e d  P u b l i c  L a w  393, p o p u l a r l y  

k n o w n  a s  t h e  O v e r t i m e - o n - O v e r t i m e  A c t .  T h e  A c t  p r o v i d e d  i n  

s u b s t a n c e  t h a t  r e t r o a c t i v e  a m e n d m e n t s  w o u l d  v a l i d a t e  p r i o r  i n v a l i d  

or i l l e g a l  c o n t r a c t s  w h i c h  w e r e  o n l y  i n v a l i d  o r  i l l e g a l  b y  v i r t u e  

of w a g e  a n d  h o u r  s t a t u t e s .  T h e  a r g u m e n t  w a s  a g a i n  m a d e  t h a t  s u c h  

c. r e t r o a c t i v e  e n a c t m e n t  w a s  v o i d  as i t  r e s u l t e d  in a d e p r i v a t i o n

n  •



o f  p r o p e r t y  w i t h o u t  d u e  p r o c e s s  o f  l a w  i n  v i o l a t i o n  o f  t h e  fifth.

a m e n d m e n t .  T h e  a r g u m e n t  w a s  a g a i n  d e f e a t e d .  T h e  p l a i n t i f f s

b a s e d  t h e i r  r i g h t  t o  r e c o v e r  o n ‘t h e  f o l l o w i n g  f a m i l i a r  a r g u m e n t s :

1. T h e s e ,  t h e y  s a y ,  w e r e  v e s t e d  r i g h t s ,  
c o n t r a c t u a l  i n  n a t u r e .  *

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

3. W h a t  i s  h e r e  s o u g h t ,  i t  i s  s a i d ,  i s  

n o  w i n d f a l l  r e s u l t  o f  a  s u r p r i s e  

d e c i s i o n  '. . .

T h e  c o u r t  r e s o u n d i n g l y  d e a l t  w i t h  t h e s e  a r g u m e n t s  a n d  a g a i n  

r e a f f i r m e d  t h a t  p r i o r  d e c i s i o n s :

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

n a t u r e ,  a r o s e  f r o m  t h e  o v e r t i m e  p r o ­
v i s i o n s  o f  t h e  F a i r  L a b o r  S t a n d a r d s  
A c t ,  y e t  t h e  c h a r a c t e r  a n d  q u a l i t y  of 
s u c h  r i g h t s  a r e  s u c h  t h a t  t h e y  m u s t  
y i e l d  t o  t h e  s o v e r e i g n  p o w e r  t o  r e g u ­
l a t e  c o m m e r c e  b y  l e g i s l a t i o n  . . .

T h e  c o u r t  f i n a l l y  c o n c l u d e d  t h a t :

• T h e r e  i s  n o t h i n g  i n  l a w  o r  i n  r e a s o n  
w h i c h  f o r b a d e  c o n g r e s s  t o  g i v e  v a l i d ­

i t y  to t h e s e  c o n t r a c t s  r e t r o a c t i v e l y ,

• • • •

V I .

C O N C L U S I O N

T h e  c o n s t i t u t i o n a l i t y  o f  a r e t r o a c t i v e  i n v a l i d a t i o n  o f  

a  s t a t u t o r y  r i g h t  a p p e a r s  u n a s s a i l a b l e  i n  l i g h t  o f  t h e  r e p e a t e d

/  Y



c o u r t  o p i n i o n s  o v e r  t h e  y e a r s .  S o  l o n g  as t h e  l e g i s l a t i v e  a c t i o n
«

d o e s  n o t  i n t e r f e r e  w i t h  a w r i t t e n  c o n t r a c t  b e t w e e n  i n d i v i d u a l s  . 

b u t  d e a l s  p u r e l y  w i t h  a s t a t u t o r y  g r a n t e d  r i g h t ,  t h e  f a c t  t h a t  

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

n o t  a f f e c t  t h e  l e g i s l a t u r e ' s  p o w e r .  T h e  l e g i s l a t u r e  h a s  a  c o n -
• «

s t i t u t i o n a l  r i g h t  t o  g i v e  a n d  t o  t a k e  a w a y  w h a t  i t  h a s  g i v e n  a n d  

t h a t  r i g h t  i s  n o t  a f f e c t e d  e v e n  i f  w h a t  i t  h a s  g i v e n  h a s  b y  l a w  

b e c o m e  p a r t  o f  a  c o n t r a c t .  A s  s t a t e d  b y  C h i e f  J u s t i c e  H u g h e s  o f  

t h e  U . S .  S u p r e m e  C o u r t  i n  N o r m a n  v. B a l t i m o r e  a n d  0. Ry. C o . , 294 

U . S .  2 4 0 :

P a r t i e s  c a n n o t  r e m o v e  t h e i r  t r a n s ­
a c t i o n s  f r o m  t h e  r e a c h  o f  d o m i n a n t  . •
c o n s t i t u t i o n a l  p o w e r  b y  m a k i n g  c o n ­

t r a c t s  a b o u t  t h e m .

T h e  propose!-’ r e m e d y  is c o n s t i t u t i o n a l .



M E M O
TO: Rep. W a l t  F u r n a c e ,  C h a i r m a n ,  L a b o r  & C o m m e r c e  C o m m i t t e e ;  C o m m i t t e e  M e m b e r s
ROM: Joe B r e w e r ,  C o u n s e l ,  J u d i c i a r y  Com.

T O P I C :  S u p p l e m e n t i n g  t e s t i m o n y  g i v e n  t o d a y  at L & C  Com. H e a r i n g
DATE: 5 / 1 8 /’983

In m y  b r i e f  t e s t i m o n y  th i s  m o r n i n g ,  I c i t e d  a c a s e ,  '’C h a p m a n "  and 
sa i t  it was from I l l i n o i s .  I w a s  in e r r o r .  It was in C a l i f o r n i a .

A t t a c h e d ,  then, is a c o p y  o f  the ca s e  of C h a p m a n  v. F a r r ,  132 C a l . A p p .
132 ( J u n e , 1 982). Ca s e  i n v o l v e d  an a m e n d m e n t  to the s t a t e  c o n s t i t u t i o n  (by 
r e f e r e n d u m )  c r e a t i n g  a c e r t a i n  e x e m p t i o n  t h a t  a p p l i e d  r e t r o a c t i v e l y  and 
p r e v e n t e d  the a p p e l l a n t  f r o m  b e i n g  f o u n d  l i a b l e  for usury.

T h u s ,  it was c o n s t i t u t i o n a l ,  not s t a t u t o r y ,  but in g e t t i n g  to t h a t  point, 
the C a l i f o r n i a  c o u r t  used l a n g u a g e  w h i c h  p r o b a b l y  is p e r t i n e n t  t„ the 
s i t u a t i o n  re: HB223. I ha v e  b r a c k e t e d  or u n d e r l i n e d  s i g n i f i c a n t  l a n g u a g e  
on the a p p r o p r i a t e  pages. H o p e f u l l y ,  this m a y  a n s w e r  some q u e s t i o n s  some 
c o m m i t t e e  m e m b e r s  had in m i n d .
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!>»» iM ild red  H. CHAPM AN, a C onserva tee ,  by 
J a n e t t e  Eileen C hapm an , h e r  C onserva­
to r ,  P la in t if f ,  C ro ss -D efen d a n t  and  R e ­
sponden t,

v.

Colleen M. F A R R , e t  al., D efendan ts ,  
C ross-C om plainants  and  

Responden ts ,

D om in ic  Frisonc,  L arry  F r is o n e  and  Giov- 
a n n a  F risone,  D efendan ts ,  Cross-D e­

fen d a n ts  and  A ppellan ts .

Civ. 48352.

Court of Appeal, F irs t  District,  
Division 1.

Ju n e  23, 1982.

H earing  Denied Sept. 15, 1982.

Appeal was taken  from a judgm en t  ■ ■ 
th e  Superior Court, S an ta  Cruz County, 
C hris topher  C. Cottle, J., f ind ing  th a t  loan 
w as  made a t  usurious rates.  T he  C ourt  of 
Appeal, Goff, J.,  assigned, held th a t :  (1) 
a m en d m e n t  to constitutional section def in ­
in g  usury to exclude from its operation 
" a n y  loans made or a r ranged  by any person 
licensed as a real es ta te  b roker by the  S ta te  
of  California and secured in whole or in 
p a r t  by liens on real p roper ly"  is retroactive 
in its effect,  and therefore loan m ade by 
licensed real e s ta te  broker and secured by 
real property was not usurious, and (2 ) 
w here  loan transaction was s truc tu red  by 
licensed real e s ta te  broker as ag e n t  for his 
paren ts ,  the transaction was "a r r a n g e d "  by 
him and was therefore ex e m p t  from consti­
tu tional section defining usury un d er  
am endm ent.

Reversed.

1. S ta tu te s  c=»2G7(2)
Unconditional rejKjal of  special remedi­

al statute without a savings clause stops all 
pend ing  actions where repeal finds them; if 
final relief has not Itccn granted before the

repeal goes in to  e f fec t  i t  cannot be g ran ted  
a f te rw a rd s ,  even  if a  ju d g m e n t  has been 
en te red  and  th e  cause is pending on appeal.

2. U su ry  c=<7
A m e n d m e n t  to constitutional section 

def in ing  u su ry  to  exclude from its ope~at,on 
"an y  loans m ade  or a r ranged  by any person 
licensed as a rea l es ta te  broker by the  S ta te  
of  Califo rn ia  and  secured in whole or  in 
p a r t  by  liens on real p roper ty” is retroactive 
in its  e f fec t ,  and therefore  loan m ade by 
licensed real e s ta te  broker and secured by 
real p ro p e r ty  was not usurious. W est’s 
A nn.C onst.A rt .  15, § 1.

3. S t a tu t e s  <=>261
Questions of retroactivity  only arise 

when a  law  " tak e s  e ffec t"  a f te r  the date  
th a t  a  cause of  action arose.

4. U su ry  <=>34
W h e re  loan transaction  was s truc tu red  

by licensed rea l e s ta te  broKcr as a g e n t  for 
his p a ren ts ,  th e  transaction was "a r ra n g ed "  
by him and  w as therefore exem pt from 
cons ti tu t ional  section defining usury under  
a m e n d m e n t  excluding from operation of 
th a t  section any  loans made or a r ranged  by 
any person licensed ns real es tate  broker 
and secured  in whole or in par t  by liens on 
real p roper ty .  W est's  Ann.Const.Art. 15, 
§ 1.

LaCroix & Schumb, by Michael J .  M title* 
ucci, Sar, Jose ,  for defendants ,  cross-defend­
an ts  and appellants .

P e r ry  E. Olsen, Watsonville, for d e fend ­
an t ,  cross-com plainant and respondent F arr.

Dawson, M ann ing  & Rose by Richard M. 
M anning. Sco tts  Valley, for plaintiff, cross­
defendan t  and  rcs[>ondont Chapman,

j G O F F ,  Associate Justice.* - ll*”

T he  trial cour t  awarded damages, in junc­
tive and dec la ra to ry  relief to plaintiffs and 
cross-com plainants aga inst the Frisones, de­
fendan ts  and  cross-defendants, the appel­
lan ts  herein. It did so on the  theory th a t  
the Frisones, through  appellant Larry  Fri-

* A ssigned by (he Chairperson o f the Ju d ic ia l Council
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e S ta te  
b o r  in 
oactive
ade by’ 
red by 

B West's

sone, loaned cross-com plainants ( the  F arrs)  
&0.000 a t  usurious rates .  T h ree  m onths 
after judgm en t w as en te red  below, the  Cal­
ifornia constitutional section def in ing  usu­
ry* was am ended by re fe ren d u m  to exclude 
from its operation  “any  loans m ade or  a r ­
ranged by any person licensed as a  real 
estate broker by th e  S ta te  o f  California and 
secured in whole or  in p a r t  by  liens on real 
property "

The !oan in question  was secured by real 
property, and the  cou r t  made a f inding th a t  
Larry was a licensed real e s ta te  broker.

y
he

THeUeelgtvciSSnron this appeal is w h e th ­
er the constitutional am e n d m e n t  is re troac­
tive in its effect.  W e conclude t h a t  it is 
and therefore reverse .  --------

M atte-
Idcfcnd-

tnjunc-

Iiffs and 
mes, dc- 

appcl-

Iiry tha t  
r ry  Fri-

Urdcn v. C raw shaw  M'-: tg a g c  & In v e s t­
ment Co. (1980) 1% Cal.App.3d 141, 167 
Cal.Rptr. 62,1 v p c a r s  to us to  s ta te  the rule 
correctly: “The ru le  th a t  s ta tu te s  which 
repeal or modify usu ry  laws are  to be given 
retrospective e f fec t  to  d e term ine  the  scope 
of liability with respec t  to transactions e n ­
tered into prior to  such repeal o r  modifica­
tion is an application of  the well-established 
principle th a t  no person nor the  s ta te  has a 
vested r igh t in an unenforced s ta tu to ry

.P# - î:i penalty or forfei ture .  l(De/iarlment o f So­
cial Welfare v. Wingo (1946) 77 Cal.App.2d 
31G [175 P.2d 2G2].) T h a t  rule is equally 
applicable to the  in s tan t  case. The rem e­
dies previously provided fo r  with respect to 
an allegedly usurious con trac t  a rc  in the 
nature of a pena lty  (Pcniincr v. West 
American Finance Co., supra ,  30 Cal.2d 
[ICO] at pp. 170 -171 [74 P.2d 252]). and any 
recovery p u rsu a n t  to artic le  XV must he 
determined according to its present 
text. . . .  [c] Any cause of action for usury 
not reduced to ju d g m e n t  jus of N ovem ber 6, 
1979, is governed by the provisions of a r t i ­
cle XV as it ex is ts  today, even if the  loan a l  
issue was made before N ovem ber 6, 1979.” 
(Id., a t pp. 145-140, 167 Cal.Rptr.  62.)

[1] A lthough this language  mi

obtained ju d g m e n t  in th e  trial court,  the  
case law h a s  cons is ten tly  held to  th e  con­
tra ry .  A s  t h e  co u r t  s ta te d  in Southern 
Service Co., L td .  v. L os Angeles (1940) i5
Cal.2d 1. 12, 97 P.2d 963:  Die uncoridL-
tional repea l  o f  a  special remedial s t a tu te  
w ith o u t  a  sa v in g  clause slops all pending

fidal relieT has no! been gram tc T bcfortTthe 
repeal goes in to  e f f e c t  i t  c a nnot l>e g ran te d  
a f te rw a rd s ,  even  if  a j u d g men t has~bcen 
en te red  arid th e  cause is pending on appeal. 
The rev iew in g  co u r t  m us t  dispose of the 
case u nder  th e  law in force when iLs cTeci- 
s~on i s ' r e n d e re d T ”  " "

[2] M ost o f  the  decisions applying this 
ru le  deal w ith  criminal laws, bu t as Justice  
T obriner  no ted  in Governing Beard v. Mann 
(1977) 18 Cal.Sd 819, 830, 135 Cal.Rptr. 526, 
558 P.2d 1: "[T)he reach  of this common 
law rule has  never  been confined solely to 
criminal o r  quasi-criminal m atte rs ."  (Fn. 
om itted .)  O ne  of the  cases cited in Mann 
wjus W olf v. Pacific Southwest etc. Corp.. 
(1937) 10 Cal.2d 183, 74 P.2d 263, dealing 
with  usury.

Governing Board v. Mann, supra, 18 
Cal.3d 819, 135 Cal.Rptr .  526, 558 P.2d 1 , 
held th a t  1976 legislation barr ing  govern­
mental e n t i t i e s  from imposing sanctions on 
persons convicted  of  possession of m ari jua ­
na applied to  proceedings lo dismiss a te n ­
ured school teacher  t h a t  began in 1971. 
Southern Service Co., Ltd. v. Los Angeles, 
supra ,  15 Cal.2d 1 , 97 !P.2d 963, held t h a t 
repeal of a s t a t u to ry  r igh t  to a refund  of 
illegally collected ta x es  c u tH rn n r jH rn c I in g  
causes' o f  l i e t  Ion b aTs e cl't ih~th~ sTatulc. (I d ., I 
a l  p. f2, 97 S.Ct. 963") ? .TuTOi eT an a I o g o u s 
case is Younger v. Superior Court (1978) 21 
Cal.3d 102, 110, 145 Cal.Rptr. 674. 577 P.2d 
1014, ho ld ing  th a t  repea l  of a s ta tu te  au th o ­
rizing persons  to petit ion  for des truc tion  of 
the records of  prior m ari juana convictions

•K^t b e \  e l im ina ted  the  rem edy where the case was 
read as cu t t ing  o f f  retrospective application I on a p i c a l  a t  the  t im e of  repeal. The most liors 

I of the am en d m e n t  if the  p la in tif f  has 1 recen t decision app ly ing  this rule is Sou th

S t A rticle  X V , section 1. 2. T in s  ca se  appeared a lte r all U riels in the case 
at lia r had been filed and it has not been cited 
or d iscussed  by the parties.
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(C o a s t R egional Com. v. Gordon  (1978) 84
‘ Cal.App.3d 612, 148 Cal.Rptr.  775. The 

court held th a t  th e  South  "Coast Regional 
Commission could n o t  collect a t to rn e y  fees 
in an action filed in  1973 since th e  atto rney- 
fee provision w as  e l im inated  in 1977, a f te r  
the  original ju d g m e n t ,  b u t  befo re  final ap-

/p e l la te  review. T he  cour t  synthesized the 
case law as follows: " W ith o u t  a saving 
clause or s ta tu to ry  continuity ,  a  party 's  
r igh ts  and  rem edies  under  a s t a tu t e  may be 
enforced a f te r  repeal only w here  such 
rights have  vested  prior to  repeal.  (People 
v. One 1953 B u ic k  (1962) 57 Cal.2d 358, 
365-366 [19 C a l.R p tr .  488, 369 P.2d 16); 
E sta te  o f  T aylor  (1973) 33 Cal.App.3d 44, 
49-50 [108 C al.R ptr .  778).) A  s ta tu to ry  
remedy docs no t  ves t  until f inal judgm ent,  
since ' . . .  it has  been  held in a  long line of 
cases th a t  the  repea l  of a s t a tu t e  crea ting  a 
penalty, ru n n in g  to  c i ther  an  individual or 
the  s ta te ,  a t  an y  tim e before  final ju d g ­
m ent,  ex t ingu ishes  the  r ig h t  to recover the 
penalty. The sa m e rule applies to  remedial 
s ta tu te s  unknow n  to the  common law.'
(L em on  v. Los A n g e le s  T. R y. Co. (1940) 
supra, 38 Cal.App.2d 659, 671 [102 P.2d 
3871.1 ' ‘‘The just if ica tion  for this rule is 
th a t  all s ta tu to ry  remedies a re  pursued 
with lull realization th a t  the lx -gisInCurc 
may abolish the  r ight  to  recover al~nny  
lime.ir i  ( G overn ing  Board  v. M ann  (1977) 
supra, 18 Cnl.3d 819, 829 [135 Cal.Rptr.  526, 
558 P.2d 1), qu o t in g  from C ullet v. A liolo  
(1930) 210 Cul. 65, 67-68 [ 290 P. 438].) P a t ­
ently , the  r igh t  to  recover a t to rneys  fees is 
such a s ta tu to ry  r igh t or remedy. (Code 
Civ.Proc.. § 1021.) [H] A ju d g m e n t  docs not 
become final so long ns the  action  in which 
it is en te red  rem ains  lan d in g  {Pacific Gas <C 
Elec. Co. v. N a k a n o  (1939) 12 Cnl.2d 711, 
714 [87 P.2d 700, 121 A.L.R. 417); Rich  v. 
S iegel (1970) 7 Cal.App.3d 465, 469 (80 Cal. 
Rptr.  665) ), and un action rem ains  pending 
until final de term ination  on appeal.  (Pacif­
ic Gas <G Elec. Co. v. N akano, supra; E sta te  
o f  Molcra -;1P72) 23 Cal.App.3d 993, 998 [100 
Cal.Rptr. 696); In  re P ine  (1977) 66 Cal. 
App.3d 593. 595 [136 Cal.Rptr.  71S); Code

608

Civ.Proc., § 1049.) E ven  if  we assum e the 
S uprem e C o u r t  decision in S o u th  C oast Re­
g ional Com. v. Gordon, supra, cons ti tu ted  a 
final ju d g m e n t— which it did no t— the deci­
sion was filed 6 J a n u a r y  1977, subsequen t 
to  the  repeal o f  section 27428. A ny s ta tu to ­
ry r ig h t  th e  commission m ay  have  had  to 
apply fo r  a t to rn e y s  fees u n d e r  th e  1972 Act 
never m a tu re d  or vested  prior  to  repeal."
(Id., a t  pp. 618-619, 148 Cal.Rptr .  775.)

These rules ap p e a r  to insu la te  appellants 
from liability in th e  in s ta n t  case since the 
usury law now ex e m p ts  loans m ade o r  a r­
ranged  by real e s ta te  brokers  and  secured 
by a lien on real property .

I Respondents seek to  avoid the  re troac tive  _li,h 
e f fec t  o f  th e  cons ti tu t ional  am endm en t  
with several a r g u m e n t

Respondents a rg u e  t h a t  th e re  is no evi­
dence to  suppor t  the  trial cour t 's  finding 
th a t  L arry  Frisone w as a licensed real es­
ta te  broker. However, L ar ry  Frisone tes ti­
fied th a t  he had received a  real es ta te  
license. T he  record also reveals  th a t  the 
F arrs '  a t to rn e y  presen ted  Proposed F ind­
ings of F ac t  which included a f ind ing  iden­
tical to t h a t  made by the  tr ia l  court. This 
is invited e r r o r ,5 if  e r ro r  i t  was.

[3 ,4)  R espondents  also point ou t tha t 
Article X V III ,  section 4 of the  s ta te  Consti­
tution, which was added on N ovem ber  3,
1970, provides tha t :  “ A proposed am end­
ment or revision shall be subm it ted  to the 
electors nnd if approved by a m a jo r i ty  of 
votes thereon  takes  e f fec t  the  day  a f t e r  the 
election unless the  m easure  provides o the r ­
wise, If provisions of 2 or  more measures 
approved a t  the  sam e election conflict, 
those of the  m easure  receiv ing the highest 
a f f i rm ative  vole shall p revail ."  However, 
this provision does not address  the re troac­
tivity question . Questions of  re troac tiv ity  
only arise when a law " ta k e s  e f fec t"  a f ter  
the d a te  th a t  a cause of action  arose. (Sec. 
e g . ,  RoUinson v. Pediatric A ffi l ia te s  M edi­
cal Group, Inc. (1979) 98 Cul.App.3d 907,
911 912, 159 Cal.Rptr.  791; Y ounger  r. Su-

3. The proposed findings nnd conclusions wore 
in ferential!} jo in ed  in by the Chapm ans' coun­

sel.
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Younger v. Su-

GOLD F IS H ER  v. S U P E R IO R  C O U R T  F O R  LOS A N G E L E S  CTY. 609
133 C a !.A pp .3d  12  C ilra i, App, 183 CiLRpir. 609

p e n o r  Court, supra, 21 Cal.3d 102, 109, 145 
Cal.Rptr. 674 , 577 P.2d 1014; Ordcn v. 
Crawshaw M ortgage & In v e s tm e n t Co., su­
pra, 109 Cal.App.3d 141, 144, 167 Cal.Rptr. 
62.) Respondents also a rgue  t h a t  Mr. F r i ­
sone was n o t  ac ting  in the capacity of a real 
es ta te  b roker  in this case b u t  r a th e r  as 
trustee  fo r  his pension plan and t r u s t  
However, the  tr ia l court found, as respon­
dents strenuously  argue elsewhere, thai. the  
transaction was s tructured  by Larry  F r i ­
sone as  a g en t  fo r  his parents.  (See discus­
sion, supra.) The transaction  was " a r ­
ranged"  by him ar.d it  was the re fo re  ex ­
em pt under  the  amended constitutional lan­
guage.

Reversed.

ELK IN G TO N , P. J., and NEWSOM , J., 
concur.

i f'"V*
•I

133 Cal.App.3d 12 

iS tcvcn  J .  GOLDF1SHER, P e t i t io n e r  and  
Cross-D efendant,

v.

S U P E R IO R  COU RT O F  the S ta te  of 
C a liforn ia ,  F o r  the COUN TY  OF 

LOS ANGELES, R esponden t ,

SH A P IR O , LA U F E R , P O S E L L  & CLOSE, 
a Califo rn ia  P rofess ional  C orpora tion ,  
M itchell S. S hapiro ,  an  individual, R ich­
a rd  E. Posell , an  individual,  R ichard  H. 
Close, an  individual, Real P a r t ie s  in In ­
t e r e s t

Civ. 63871.

C ourt  of Api>cal, Second District,  
Division 2.

J u n e  23, 1982.

H earing  Denied Aug. IS, 1DS2.

P resen t a t to rney  for clients petitioned 
for w ri t  of m andam us lo m an d a te  Superior

C ourt  to vacate  its o rder  overruling his 
general d e m u r r e r  to  cross complaint of for­
m er a t to rn e y  for clients filed against 
p resen t a t to rn e y  and to  e n t e r  a judgm ent 
ag a in s t  f o rm e r  a t to rn ey .  T he  Court of Ap­
peal,  Roth, P. J.,  held th a t  public policy 
prohibited initiation by fo rm e r  a t to rney  of 
th e  action seek ing  equ i tab le  indemnification 
from  p re se n t  a t to rn ey  fo r  any  liability of 
fo rm e r  a t to rn e y  for  neg l igen t  creation of 
the  s i tua tion  which had engendered  a pre­
liminary in junction  action aga ins t  clients 
based on a l lega tions t h a t  p resen t a t to rney  
could have successfully defended the  re­
qu es t  for pre lim inary  injunction had he 
been properly prepared,  and  th a t  by reason 
of lack o f  defense  to the  issuance of the 
prelim inary  in junction and  in o ther  respects 
as to  m a n a g e m e n t  of the  action the dam ­
ages which clients su f fe re d  which they 
claimed w ere  caused by fo rm er  a t to rney  
were g en e ra te d  by the professional negli­
gence of p resen t  a t to rn e y  in his m anage­
m e n t  of th e  action.

Petit ion g ran ted .

Indem nity  c=> 13.1(2)
Public policy prohibited  initiation by 

fo rm er  a t to rn e y  of clients o f  action seeking 
equitable indemnification from  present a t ­
torney for clients for any  liability of former 
a t to rney  for neg l igen t hand ling  of situation 
which had engendered  prelim inary  injunc­
tion action b rough t  ag a in s t  clients based on 
allegation th a t  p resen t a t to rn e y  could have 
successfully defended req u e s t  for prelimi­
nary in junction had he been properly pre­
pared and al leging th a t  by reason of lack of 
defense  to  issuance o; the  preliminary in­
junction  and in o the r  respects  as to m an­
ag e m e n t  of such action dam ages  which 
clients su f fe re d  which they  claimed were 
caused by fo rm er  a t to rn ey  w ere  generated  
by professional negligence of p resen t a t to r ­
ney in his m a n ag e m en t  of the  action.

Steven J .  Gold fisher, Toluca Lake, for 
petit ioner  and  cross-defendant in pro per.

No appearance  for responden t court.
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» K l * \ n T > I E \ T  O F  f *o. b o x  n *
JUNEAU. ALASKA 99802

O FF IC E  O F THE COM M ISSIONER
phone ^ 9 0 7 J 4 6 5 _ 2 7 2 0

April 5, 1983

Honorable Charlie Bussell 
Chairman, Committee on Judiciary 
House of Representatives 
Alaska State Legislature 
Pouch V
Juneau, AK 9981 1

Dear Representative Bussell:

In response xo your letter dated March 30, 1983, enclosed are copies 
of the following documents pertaining to the December 9, 1978 
amendments to the Department's wage and hour regulations in 8 AAC 15.

Enclosure #1 Regulations as proposed on 8/21/78 including the 
notice of proposed changes.

Enclosure II2: Affidavit of notice of adoption of proposed 
regulation.

Enclosure 113: Affidavits of Publication from the Anchorage Daily
News, Southeast Alaska Empire, and Fairbanks Daily 
News Miner.

Enclosure //4: Affidavit of oral hearing, and the hearing attendance
roster indicating that no one appeared to testify.

Enclosure #5: Proposed regulations as submitted to the Department.
of Law on 10/9/78 for final review and filing by 
the Lt. Governor's office.

Enclosure II6: Regulations as filed by the Lt. Governor and the
signed order of adoption.

Enclosure II7: Regulations in effect prior to the December 9, 1978
atnendme nts.



Honorable Charlie Bussell 
April 5, 1933 

Pa ye 2

These enclosures include copies of the correspondence between 
the Departmentof Labor and Department of Law on these regulations.

If you have further questions concerning the promulgation of these 
regulations, please let me know.

Si nee rely,

Jim Robison 
f.ommi ssionor

Enelosures
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F R I D A Y ,  S E P T E M B E R  15, 1978

N A M E A D D R E S S
O R G A N I Z A T I O N  .. 
R E P R E S E N T E D

W I L L  YOU BE O F F E R I N G  
T E S T I M O N Y  

OR A L  W R I T T E N  BOTH
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P E R M A N E N T  R E G U L A T I O N

D E P A R T M E N T  O F  L(J l L o ^

-BOfrm y  c o m m  i ssi o ir

DATE l l / 2 2 / 7 %

REGULATION (S )' % A A C  I t f  [A lG S tO ^  CO ZjeS__£_

 % A  A U . 2 5 , O ltC - ^Q 7 0  r^ p ecc/ecLs

hou rs ')
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D a t a  r e g u l a t i o n  s.i «jf »•■*•'} b y  1. i • *»i o n a n t  ' j o v o i  noi :  ( o r  d e . s i o n e e )
D a t e  r e g u l a t i o n  e f T . - o i  i . v e .....................................................................................
D a t e  r e g u l a t i o n  s e n t  l o  I ' ook P u b l i s h i n g  O o i n p a n y .....................
D a t e  r e g u l a t i o n  s e n t  l o  Ai’ ioi RrMjul . i l  i . .n P> v i 1 w ( ' oni i i j i t t . ee
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N o v e m b e r  8, 1978

F R O M
A v r u m  M. G r o s s  
A t t o r n e y  G e n e r a l

By:
A r t h u r  H. P e t e r s o n  

A s s i s t a n t  A t t o r n e y  G e n e r a l  
a n d  R e g u l a t i o n s  A t t o r n e y

R e g u l a t i o n s  re A l a s k a  
w a g e s  &  h o u r s  (8 A A C  15) 
O u r  File: J - 9 9 - 0 9 5 - 7 8

W e  h a v e  r e v i e w e d  t h e s e  r e g u l a t i o n s  in a c c o r d a n c e  w i t h  A S  44.- 
62.0 6 0 ,  a n d  a p p r o v e  t h e m  for f i l i n g  b y  the l i e u t e n a n t  g o v e r n o r .  
A  d u p l i c a t e  o r i g i n a l  of this m e m o r a n d u m  is b e i n g  f u r n i s h e d  the 
l i e u t e n a n t  g o v e r n o r ,  a l o n g  w i t h  y o u r  r e g u l a t i o n s  a n d  r e l a t e d  
d o c u m e n t s .

U n d e r  AS  4 4 . 6 2 . 1 2 5 ( b ) ( 6 ) ,  a few, v e r y  m i n o r  c o r r e c t i o n s  h a v e  
b e e n  m a d e  in this m a t e r i a l ,  as s h o w n  on the a t t a c h e d  copy.

A H P : m d

cc: R o n a l d  W. L o r e n s e n
A s s i s t a n t  A t t o r n e y  G e n e r a l
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O R D E R  R E P E A L I N G  A N D  A D O P T I N G  R E G U L A T I O N S  
0?  T H E  D E P A R T M E N T  OF L A B O R

The a t t a c h e d  t w e l v e  (12) p a g e s  o f  r e g u l a t i o n s ,  
d e a l i n g  w i t h  8 AAC 1 5 } A l a s k a  W a g e s  a n d  H o u r s ,  are h e r e b y  
a d o p t e d  a n d  c e r t i f i e d  to be c o r r e c t  c o p i e s  of the r e g u l a t i o n s  
w h i c h  the D e p a r t m e n t  of L a b o r  r e p e a l s  a n d  a d o p t s ,  u n d e r  
a u t h o r i t y  v e r t e d  by AS 2 3 - 1 0 . 0 8 5  and a f t e r  c o m p l i a n c e  w i t h  
the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS *14.62), s p e c i f i c a l l y  
i n c l u d i n g  n o t i c e  u n d e r  AS 4 4 . 6 2 . 1 9 0  a n d  4 4 . 6 2 . 2 0 0  and 
o p p o r t u n i t y  for p u b l i c  c o m m e n t  u n d e r  AS 4 4 . 6 2 . 2 1 0 .

T h i s  o r d e r  t a k e s  e f f e c t  on the 30 t h  d a y  a f t e r  it 
has b e e n  f i l e d  by the L i e u t e n a n t  G o v e r n o r  as p r o v i d e d  in 
AS 4 4 . 6 2 . 1 8 0 .

D e s i g n e e  to

I, A v r u m  M. G r o s s ,  , L i e u t e n a n t  G o v e r n o r  for the
S t a t e  of A l a s k a ,  c e r t i f y  th a t  on N o v e m b e r  9_______ , 197.8___,
at 10 \ 2 D  CL. m., I f i l e d  the a t t a c h e d  r e g u l a t i o n s  a c c o r d i n g  
to the p r o v i s i o n s  o f  AS 4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 1 2 0 .

v. )
_ ) . v t.fl/n-x 

L i e u t e n a n t  G o v e r n o r ' s  D e s i g n e e

ive D tcdfi\ber  9 .  N 7% . 
e r J o I f U a  n u a r L j j R J S  •
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C E R T I F I C A T E

I, L O W E L L  T H O M A S ,  JR . ,  L I E U T E N A N T  G O V E R N O R  O F  T H E  . 

S T A T E  O F  A L A S K A ,  a s  a u t h o r i z e d  b y  A S  i 4 . 1 9 . 0 5 0  d e s i g n a t e  

A v r u m  M. G r o s s ,  A t t o r n e y  G e n e r a l ,  as t e m p o r a r y  c u s t o d i a n  o f  

the s t a t e  s e a l  a n d  as I h e  o f f i c e r  to p e r f o r m  t h e  a u t h e n t i c a t i n g  

f u n c t i o n s  o f  the lieutenant: g o v e r n o r  d u r i n g  s u c h  t i m e  as I 

s u c c e e d  to the o f f i c e  o f  g o v e r n o r ,  a c t  as g o v e r n o r ,  a m  

a b s e n t  f r o m  the s t a t e ,  o r  a m  o t h e r w i s e  u n a v a i l a b l e  a t  the 

s t a t e  capital. !o p e r f o r m  t h e s e  f u n c t i o n s .

fn i he  .ibsi.neo o f  Al I o r n o y  General. G r o s s ,  f. d e s i g n a t e  

R i l l  A l l e n ,  C-. .•>,•.e ss i o n e r  o f  A d m i n i s t r a t i o n ,  to ner.fonn the 

f u n c t i o n s  s l a t e d  a b o v e .

In i )ie a b s e n c e  o f  0*inmi ssi.onor A l l e n ,  T. d e s i g n a t e  

D o n a l d  H a r r i s ,  C o m m i s s i o n e r  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  

F a c i l i t i e s ,  to o e r f o r m  I lie f u n d  io n s  s t a t e d  a b o v e .
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S T A T E  O F  ALASKA 
O F F I C E  O F  L I E U T E N A N T  G O VE R N O R

m m

D E L E G A T I O N  O F  A U T H O R I T Y

I n a c c o r d a n c e  w i t h  AS * 1 4 . 1 7 . 0 1 0 ,  t h e  a u t h o r i t y  a n d  r e s p o n s i b i l i t y

FOR A D O P T I N G  R E G U L A T I O N S '  OF  T H E  D E PA R T M E N T  O F  • . ______________
 ,  UNDER T H E  ALASKA A D M I N I S T R A T I V E  P R O C E DU RE  A C T ,

W I L L I A M  E. S P E A RIS  H ER E BY  D E L E G A T E D  TO

D E P U T Y  C O M M I S S I O N E R

( P O S I I  I O N )

(NAME)

S i g n e d :

C O M M I S S I O N E R
Hi .PAR | M E N  I' O F  L A B O R

S i g n e d  a n d  s w o r n  b e f o r e  m e  i m i s  o Z )day of* 1 9 lJ?%

S i g n id: Z / Z Z t Z  Z Z Z O  'Z

■ Mo IARY T l l B L  'C IN AND FOR THE
S i a i  e  o f  A l a s k a

C o m m i s s i o n  e x p i r e s :

P L R A S E  R E T U R N  T O  T H E  O F F I C E  O F  L I E U T E N A N T  G O V E R N O R
hY M A R C H  31, 1 9 7 8
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8 A A £  1 5 . 0 1 0  S U M M A R Y :  A L A S K A  W A G E  A N D  H O U R  ACT.

R e p e a l e d  (ll/ V 7 ^

8 A A C  1 5 . 0 1 5  E X E M P T I O N S  F O R  S E A R C H I N G  F O R  P..ACER O R  

H A R D  R O C K  M I N E R A L S .  R e p e a l e d ^ / 2 /  1  /  7 8 ]

8 A A C  1 5 . 0 2 0  E X E M P T I O N S  F O R  I N D I V I D U A L S  U N D E R  18 W H O  
A R E  P A R T  T I M E  E M P L O Y E E S .  R e p e a l e d ( / 2 /  7  / 9 8 j  .(d8^>

8 A A C  1 5 . 0 3 0  D E T E R M I N I N G  T H E  N U M B E R  OF EMPI.OYEES F O R  
P U R P O S E S  OF AS 2 3 - 1 0 . 0 6 0 ( 1 ) .  R e p e a l e d ( j 2 /  9 / 7 ? j  Q o ^ .

8 A A C  15.0*10 S M A L L  M I N I N G  O P E R A T I O N S .  R e p e a l e d C  h i /  ci /  7 S j ( $ h Q  ( c &

8 A A C  1 5 . 0 5 0  D E D U C T I O N S  F R O M  AN E M P L O Y E E’S WAGES.
R e p e a l e d ( y ^ /  9  / 7 ^

8 A A C  1 5 . 0 6 0  P L A C E  OF  E M P L O Y M E N T  F O R  P U R P O S E S  OF R E C O R D  
K E E P I N G .  R e p e a l e d ^ /  2 /  7  /7£V,

8 AAC 1 5 . 0 7 0  D E F I N I T I O N S  OF M I S C E L L A N E O U S  T E R M S  U S E D
IN AS 2 3 . 1 0 . 0 5 0  - 2 3 . 1 0 . 1 5 0 .  R e p e a’e d ( / 2 /  7  / 7 ? j  (^gj)

A r t i c l e

1.
2'.

M i n i m u m  W a g e s  a n d  O v e r t i m e  (fr A Ac  t£\  t o o  — s- / f / fC t s i i o j r )  
E x e m p t i o n s  (Sr/f/^C 1 ,-T. n o  —  S-rtrtc n r . i ^ s ^

3'. D e d u c t i o n s  f r o m  W a g e s  [ f r A A ciar. ifoo)
4. P r o c e d u r e s  R e l a t i n g  to V i o l a t i o n s ,  I n v e s t i g a t i o n s  or 
. H e a r i n g s  (fr/Me. nr. \~i<T —  $r/f/?c. ur: t ^ o }

/.|5. G e n e r a l  P r o v i s i o n s  ( &  v iT. 00 ■—  t ^ . ^ i o )
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S e c t i o n
100.

105-

P a y m e n t
M i n i m u m

4

A R T I C L E /i.

M I N I M U M  W A G E S  A N D  O V E R T I M E .

for o v e r t i m e  
w a g e

8 A A C  1 5 . 1 0 0  P A Y M E N T  F O R  
r e g u l a r  r a t e  is the D a s i s  for 
r a t e  is an h o u r l y  r a t e  f i g u r e d  
n e e d  not a c t u a l l y  be h i r e d  at 
by p i e c e - r a t e ,  s a l a r y ,  c o m m i s s  
to the e m p l o y e r  and e m p l o y e e ,  
t i o n  b a s i s  m u s t  be c o n v e r t e d  t 
the r e g u l a r  r a t e  for c o m p u t i n g

O V E R T I M E .  (a) An e m p l o y e e ' s  
c o m p u t i n g  o v e r t i m e .  T h e  r e g u l a r  
on a w e e k l y  basis. E m p l o y e e s  

an h o u r l y  r ate; th e y  m a y  be p a i d  
ion or a n y  o t h e r  b a s i s  a g r e e a b l e  
H o w e v e r ,  the a p p l i c a b l e  c o m p e n s a -  

o an h o u r l y  r a t e  w h e n  d e t e r m i n i n g  
o v e r t i m e  c o m p e n s a t i o n .

(b) The r e g u l a r  ra t e  r e f e r r e d  to In (a) Is that f i x e d  
h o u r l y  a m o u n t  d e t e r m i n e d  from an e m p l o y e e ' s  h o u r l y  wage, 
s a l a r y ,  c o m m i s s i o n ,  p i e c e - r a t e  or o t h e r  b a s i s  of c o m p e n s a t i o n  
that he is to be p a i d  for all c o n t r a c t  h o u r s  up to the d a l l y  
o r  w e e k l y  m a x i m u m ,  e s t a b l i s h e d  u n d e r  AS 2 3 - 1 0 . 0 6 0 ,  that he is 
r e g u l a r l y  e m p l o y e d  to w o r k  d u r i n g  a w o r k  week.

(c) W h e n  c o m p u t i n g  an e m p l o y e e ' s  h o u r s  f o r  the p u r p o s e  of 
d e t e r m i n i n g  o v e r t i m e ,  the e m p l o y e r  s h a l l  c o u n t  a l l  h o u r s  the 
e m p l o y e e  w o r k e d  d u r i n g  that we e k  I n c l u d i n g  p e r i o d s  of "on c a l l "
a n d  " s t a n d b y  or w a i t i n g  time" r e q u i r e d  for the c o n v e n i e n c e  o f
the e m p l o y e r  w h i c h  w e r e  a n e c e s s a r y  p a r t  of the e m p l o y e e ' s  
p e r f o r m a n c e  cf  his e m p l o y m e n t .  H o w e v e r ,  if the emp l o y  'e is 
c o m p l e t e l y  r e l i e v e d  from all d u t i e s  for a c e r t a i n  p e r i o d  d u r i n g  
w h i c h  lie m a y  use the time e f f e c t i v e l y  for his o w n  p u r p o s e s ,  
t h e n  t h o s e  p e r i o d s  n e e d  not be c o u n t e d ,

(d) T h e  f o l l o w i n g  are not a c c e p t a b l e  m e t h o d s  of c o m p l y i n g
w i t h  the p a y m e n t  ol’ o v e r t i m e  p r o v i s i o n s  o f  AS 2 3 . 1 0 . 0 6 0 :

(1) g u a r a n t e e d  w e e k l y  pay for v a r i a b l e  h o u r s  p l a n  
( " B elo" c o n t r a c t s )  e s t a b l i s h e d  u n d e r  sec. 7(f) o f  the F a i r  
L a b o r  S t a n d a r d s  Act of 1938, as a m e n d e d  ( 2 9 U . S . C .  2 0 7 ( f )  aa 
I m p l e m e n t e d  In 29 C. F . R .  778-^102-778 Jl.Ul) ;

(2)
o v e r t i m e ;  and

c o m p e n s a t o r y  time o f f  in
>!n c, e

A
o f  p a y m e n t  for

(3) f l e x - t i m e  or f l e x i t i m e  p l a n s  e s t a b l i s h e d  u n d e r  
29 C . F . R .  778.1171 p r o v i d i n g  a f i x e d  s a l a r y  for f l u c t u a t i n g  
h o u r s  up to a p r e d e t e r m i n e d  m a x i m u m  n u m b e r  of h o u r s  in a w o r k­
week. (Eff. /. V 7 / / 0 ,  Reg-cfrt«4J (eft)

A u t h o r i t y : AS 2 3 . 1 0 . 0 6 0  

AS 2 3 . 1 0 . 0 8 5



I R e g i s t e r  L A B O R  8 A A C  1 5 . 1 0 5
- 1 8 A A C  1 5 . 1 2 0

8 A A C  15.105. M I N I M U M  WAGE. As u s e d  i n  AS 2 3 - 10.065 , 
" p r e v a i l i n g  F e d e r a l  M i n i m u m  W a g e  Lav;" m e a n s  that rate 

.e s t a b l i s h e d  in Sec. 6 ( a ) ( 1 )  of the F a i r  L a b o r  S t a n d a r d s  "Act 
of 1938, as a m e n d e d , (29 U.S . C .  2 0 6 ( a ) ( 1 ) )  as the m i n i m u m  w a g e  
g e n e r a l l y  a p p l i c a b l e  to e m p l o y e e s  s u b j e c t  to th a t  Act.

(Eff. 1 2 / 9 / 7 f t >  Regist-er-6& )

A u t h o r i t y :  AS 2 3 . 1 0 . 0 6 5
AS 2 3 . 1 0 . 0 8 5

A R T I C L E  

E X E M P T I O N S  .

S e c t i o n
120. M i n i m u m  w a g e  e x e m p t i o n  for h a n d i c a p p e d  p e r s o n s  
125. M i n i m u m  w a g e  e x e m p t i o n  for s t u d e n t  l e a r n e r s  
130. E x e m p t i o n  for s e a r c h i n g  for p l a c e r  or h a r d  ro c k  

r 'n e r a l s
135. E x e m p t i o n  for i n d i v i d u a l s  u n d e r  18 who a r e  pa r t  time 

e m p l o y e e s
1*10. D e t e r m i n i n g  the n u m b e r  of e m p l o y e e s  for p u r p o s e s  of 

AS 2 3 . 1 0 . 0 6 0 ( 1 )
1*15. S m a l l  m i n i n g  o p e r a t i o n s

£
8 A A C  1)0.120. M I N I M U M  W A G E  E X E M P T I O N  F O R  H A N D I C A P P E D  

\iPERSONS, (a) An a p p l i c a t i o n  to e m p l o y  a p e r s o n  at less th a n  
the m i n i m u m  w a g e  e s t a b l i s h e d  u n d e r  AS 2 3 . 1 0 . 0 6 5  m u s t  be m a d e  
ieither on a f o r m  p r o v i d e d  by the d e p a r t m e n t  or by f i l i n g  an 
' a p p l i c a t i o n  for a s p e c i a l  c e r t i f i c a t e  to e m p l o y  a h a n d i c a p p e d  
Iperson ( 2 9 . C. F . R .  Part 525) w i t h  the R e g i o n a l  D i r e c t o r  o f  the 
I W a g e  and H o u r  D i v i s i o n ,  U.S. D e p a r t m e n t  o f  La b o r ,  909 F i rst 
;Avenue, S e a t t l e ,  W a s h i n g t o n ,  98lo-l.

(b) An a p p l i c a t i o n  f i l e d  w i t h  the d e p a r t m e n t  m u s t  set 
out the f acts s h o w i n g  th a t  the p e r s o n ' s  p r o d u c t i v e  c a p a c i t y  to 
d o  the w o r k  he is to perfv in is i m p a i r e d  by p h y s i c a l  or m e n t a l  
[deficiency, age, or I n j u r y  A m e d i c a l  c e r t i f i c a t e  w i l l  be 
•required i n  all c a s e s  in w h i c h  the h a n d i c a p  is not c l e a r l y  
^obvious. T h e  I n f o r m a t i o n  in the a p p l i c a t i o n  m u s t  be c o m p l e t e  
and m u s t  be c e r t i f i e d  by a r e s p o n s i b l e  p e r s o n  w h o  has k n o w l e d g e  
|of the facts.

(c) If the c o m m i s s i o n e r  d e t e r m i n e s ^  f r o m  the i n f o r m a t i o n  
p r o v i d e d  in the a n o l l c a t l o n , t h a t  the p e r s o n  w o u l d  o t h e r w i s e  be 
d e p r i v e d  o f  e m p l o y m e n t  o p p o r t u n i t y ,  lie w i l l ,  in the e x e r c i s e  o f ;  
Ills d i s c r e t i o n ,  a p p r o v e  a wa°e r a t e  l o w e r  t h a n  th a t  e s t a b l i s h e d  ! 
u n d e r  AS 2 3 - 1 0 . 0 6 5 -  W i t h  ti j e x c e p t i o n  o f  very e x t r e m e  c a s e s  ' 
w h e r e  the p e r s o n  is so s e r i o u s l y  i m p a i r e d  that he is u n a b l e  to , 
e n g a g e  in c o m p e t i t i v e  e m p l o y m e n t ,  that r a t e  w i l l  not be less

t h a n  50 p e r c e n t  of  the m i n i m u m  w a g e  e s t a b l i s h e d  u n d e r  AS 2 3 . 1 0 . 0 6 5 .

3
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(d) If a n  a p p r o v a l  is I s s u e d  u n d e r  (c) o f  t h i s  s e c t i o n ,
It w i l l  s p e c i f y  the a p p r o v e d  w a g e  r a t e  a n d  the p e r i o d  for w h i c h  
it is e f f e c t i v e .  A n  a p p l i c a t i o n  for r e n e w a l  of  an e x e m p t i o n  
m u s t  be m a d e  in the sa m e  m a n n e r  as the o r i g i n a l  b u t  m u s t  a l s o  
i n c l u d e  an  e v a l u a t i o n  o f  that p e r s o n ’s p r o d u c t i v i t y ,  c o m p a r i n g  
the d e g r e e  of p r o d u c t i v i t y  b e t w e e n  the i n i t i a l  a p p l i c a t i o n  a n d  

the r e n e w a l .

(e) As a g e n e r a l  rule, a p p r o v a l  for p a y m e n t  o f  a w a g e  
l o w e r  t h a n  t h a t  e s t a b l i s h e d  u n d e r  AS 2 3 . 1 0 . 0 6 5  to p e r s o n s  
w i t h  a t e m p o r a r y  h a n d i c a p  w i l l  not be g r a n t e d .

(f) P e r s o n s  u n d e r g o i n g  r e h a b i l i t a t i o n  t r e a t m e n t  or 
t h e r a p y  r e l a t i n g  to n a r c o t i c s  or a l c o h o l i s m  a r e  not c o n s i d e r e d
' h a n d i c a p p e d  for the p u r p o s e s  of AS 2 3 - 1 0 . 0 7 0  a n d  t h i s  s e c t i o n .  
(Eff. l2-/° [/78> Reg.ts-te*'kS)

j

A u t h o r i t y :  AS 2 3 . 1 0 . 0 7 0 ( 1 )

AS 2 3 . 1 0 . 0 8 5

8 A A C  1 5 . 1 2 5  M I N I M U M  W A G E  E X E M P T I O N  F O R  S T U D E N T  L E A R N E R S ,
(a) An e x e m p t i o n  for s t u d e n t  l e a r n e r s  f r o m  the m i n i m u m  w a g e  

;r e q u i r e m e n t  o f  AS 2 3 . 1 0 . 0 6 5  is a v a i l a b l e  w h e n  the s t u d e n t  
!l e a r n e r  is e n r o l l e d  i n  a c o u r s e  o f  s t u d y  a n d  t r a i n i n g  in a 
c o o p e r a t i v e  v o c a t i o n a l  t r a i n i n g  p r o g r a m  u n d e r  a r e c o g n i s e d  
s t a t e  or l o c a l  e d u c a t i o n a l  a u t h o r i t y  or in a s u b s t a n t i a l l y  
s i m i l a r  p r o g r a m  c o n d u c t e d  by a p r i v a t e  school.

i
(b) An a p p l i c a t i o n  for an e x e m p t i o n  u n d e r  (a) o f  this 

isection m u s t  be m a d e  on a fo r m  p r o v i d e d  by the d e p a r t m e n t .
1 T h e  ii.formation r e q u i r e d  m u s t  be c o m p l e t e  and m u s t  be s i g n e d  
iby the e m p l o y e r  a n d  the s t u d e n t  l e a r n e r’s s c h o o l  c o o r d i n a t o r  
ior p r i n c i p a l .  To  q u a l i f y  for the e x e m p t i o n ,  the e m p l o y m e n t  
'must m e e t  all the r e q u i r e m e n t s  set out in AS 23.10. 325-^3./£>. 3 7 0  
land c h ap fat; h 5 of this t i t l e  r e l a t i n g  to the e m p l o y m e n t  of 
I c h i l d r e n .
j

(c) A w a g e  r a t e  a u t h o r i z e d  u n d e r  t h i s  s e c t i o n  w i l l  not be 
l e s s  t h a n  75 p e r c e n t  of  the m i n i m u m  w a g e  e s t a b l i s h e d  u n d e r
AS 2 3 . 1 0 . 0 6 5 .

(d) T h e  e x e m p t i o n  f r o m  m i n i m u m  w a g e s  for f u l l - t i m e  
s t u d e n t s  e s t a b l i s h e d  by Sec. 1*1 (b) of  the F a i r  L a b o r  S t a n d a r d s  
Act o f  1938, as a m e n d e d ,  (29 U.S.C. 21*1 (b)) as i m p l e m e n t e d  in
29 C . F . R .  5 1 9 . 1  - 5 1 9 . 2  d o e s  not a p p l y  to e m p l o y m e n t  s u b j e c t  ! 
to the p r o v i s i o n s  of AS 2 3 . l O . O 6 5 . (Eff. / 7 &  R e g i s t e r ^ ? )

A u t h o r i t y :  AS 2 3 - 1 0 . 0 7 0 ( 3 )  !
AS 2 3 . 1 0 . 0 8 5
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8 AAC 15-1*»5

8 A A C  1 5 . 1 3 0  E X E M P T I O N  F O R  S E A R C H I N G  F O R  P L A C E R  O R  H A R D  
; R O C K  M I N E R A L S .  The e x e m p t i o n  f r o m  AS 2 3 . 1 0 . 0 5 0 - 2 3 • 1 0 . 1 5 0  
p r o v i d e d  by AS  2 3 - 1 0 . 0 5 5 ( 1 0 )  a p p l i e s  tc? t h o s e  a c t i v i t i e s  

:c o m m o n l y  r e f e r r e d  to as " p r o s p e c t i n g "  and d o e s  n o t  a p p l y  o n c e  
d e v e l o p m e n t  o f  a n d  p r o d u c t i o n  f r o m  a k n o w n  m i n e r a l  s o u r c e  has 

b e g u n .  (Eff. /cA/ ^ / ~7o. R e g i s t e r ( &  )

8 A A C  1 5 . 1 3 5  E X E M P T I O N  F O R  I N D I V I D U A L S  U N D E R  l 8 ' W H O  ARE 
P A R T  T I M E  E M P L O Y E E S .  T h e  e x e m p t i o n  from AS 2 3 . 1 0 . 0 5 0 - 2 3 - 1 0 . 1 5 0  
p r o v i d e d  by A S  2 3 . 1 0 . 0 5 5 ( 1 1 )  d o e s  n o t  a p p l y  d u r i n g  a n y  w o r k  
iweek in w h i c h  an i n d i v i d u a l  n o r m a l l y  w i t h i n  the a m b i t  of 
! A S  2 3 . 1 0 . 0 5 5 ( 1 1 )  is e m p l o y e d  in e x c e s s  of 30 hours. (Eff. 

R e g i s t e r - ^ ? )

8 A A C  15.1*10 D E T E R M I N I N G  T H E  N U M B E R  O F  E M P L O Y E E S  F O R  
P U R P O S E S  O F  AS 2 3 . 1 0 . 0 6 0 ( 1 ) .  In d e t e r m i n i n g  the n u m b e r  of 
e m p l o y e e s  that an e m p l o y e r  e m p l o y s  for p u r p o s e s  of 
AS  2 3 . 1 0 . 0 6 0 ( 1 ) ,  all o f f i c e r s  o f  a c o r p o r a t i o n  w h o  a c t i v e l y  
e n g a g e  in the b u s i n e s s  and a l l  part time e m p l o y e e s  w i l l  be 
c o u n t e d  r e g a r d l e s s  o f  the n u m b e r  o f  d a y s  or h o u r s  w o r ked.

8 AAC 15.1*15 S M A L L  M I N I N G  O P E R A T I O N S .  (a) A m i n i n g  
|season, for p u r p o s e s  o f  AS 2 3 . 1 0 . 0 6 0 ( 5 ) ,  m e a n s  the c u m u l a t i v e  
jperiod of  t i m e  d u r i n g  w h i c h  m i n i n g  o p e r a t i o n s  a r e  c a r r i e d  on 
jduring a c a l e n d a r  year, but not e x c e e d i n g  20 weeks.

(b) T h e  e x e m p t i o n  f r o m  the p a y m e n t  for o v e r t i m e  r e q u i r e­
m e n t s  of AS 2 3 . 1 0 . 0 6 0  for e m p l o y e r s  e n g a g e d  in s m a l l  m i n i n g  
o p e r a t i o n s  p r o v i d e d  by AS 2 3 . 1 0 . 0 6 0 ( 5) is a v a i l a b l e  to the 
'employer for a m a x i m u m  o f  1*1 c o n s e c u t i v e  w e e k s ,  c o m m e n c i n g  
o n  the fir st day the m i n e  b e g i n s  a c t i v e  o p e r a t i o n s  in a calendar 
:year. In d e t e r m i n i n g  the a v a i l a b l e  p e r i o d  of e x e m p t i o n ,  periods 
d u r i n g  w h i c h  the m i n e  is not a c t i v e l y  e n g a g e d  in mining-, 
.operations for r ;h r e a s o n s  as, but not l i m i t e d  to, a s s e s s m e n t  
w o r k  a n d  r e p a i r  .'r c o n s t r u c t i o n  of b u i l d i n g s  or e q u i p m e n t  are 
no t  p a r t  of  the e x e m p t i o n  period.

(c) D u r i n g  the e x e m p t i o n  p e r i o d  d e s c r i b e d  in (b), an 
e m p l o y e r  e n g a g e d  in s m a l l  m i n i n g  o p e r a t i o n s  r e m a i n s  r e s p o n s i b l e  
for p a y m e n t  of  o v e r t i m e  at the r a t e s  e s t a b l i s h e d  by AS 2 3 . 1 0 . 0 6 0  
for w o r k  p e r f o r m e d  by an e m p l o y e e  in e x c e s s  of  12 h o u r s  a day 
o r  5 6 h o u r s  a week. (Eff. 12/^1 / 1 %  R e g i s t e r s ' )

A u t h o r i t y :  AS 2 3 . 1 0 . 0 5 5 ( 1 0 )

AS 2 3 . 1 0 . 0 8 5

A u t h o r i t y :  A S  2 3 . 1 0 . 0 5 5 ( 1 1 )
AS 2 3 . 1 0 . 0 8 5

A u t h o r i t y : AS 2 3 - 1 0 . 0 6 0 ( 1 )

AS  2 3 . 1 0 . 0 8 5

A u t h o r i t y :  AS 2 3 . 1 0 . 0 6 0 ( 5 )

AS 2 3 . 1 0 . 0 8 5
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H
A R T I C L E  £.

j D E D U C T I O N S  F R O M  W A G E S .
I 1
i S e c t i o n

l60. D e d u c t i o n s  f r o m  an  e m p l o y e e ' s  w a g e s .

8 A A C  1 5 . 160. D E D U C T I O N S  F R O M  AN E M P L O Y E E ' S  W A G E S .
| (a) AS 2 3 . 1 0 . 0 8 5 ( c )  d o e s  n o t  l i m i t  the r i g h t  of an  e m p l o y e r  
and e m p l o y e e  to e n t e r  i n t o  a w r i t t e n  a g r e e m e n t  to p r o v i d e  for 

| d e d u c t i o n s  of  m o n e t a r y  o b l i g a t i o n s  o f  an e m p l o y e e  o t h e r  t h a n  th 
cost o f  b o a r d  a n d  lo d g i n g .  H o w e v e r ,  a w r i t t e n  a g r e e m e n t  for 
o t h e r  d e d u c t i o n s  p a y a b l e  to the e m p l o y e r  or  p e r s o n  a c t i n g  in this 
e m p l o y e r ' s  b e h a l f  or i n t e r e s t ,  o t h e r  t h a n  t h e  co s t  of b o a r d  or 
l o d g i n g ,  is n o t  v a l i d  it it w o u l d  h a v e  the e f f e c t  of r e d u c i n g  
an e m p l o y e e ' s  w a g e  r a t e  b e l o w  the s t a t u t o r y  m i n i m u m  w a g e  or 
r e q u i r i n g  an e m p l o y e e  to r e i m b u r s e  the e m p l o y e r  f o r  a n y  of the 
follov/ing:

t

(1) c u s t o m e r  c h e c k s  r e t u r n e d  d u e  to i n s u f f i c i e n t  
f u nds or a n y  o t h e r  r e a s o n  ;

(2) n o n - p a y m e n t  for g o o d s  or s e r v i c e s  as a r e s u l t  
of c u s t o m e r s  walkJJ^ut or d e f a u l t i n g  on c r e d i t ;

(3) c a s h  or  c a s h  r e g i s t e r  s h o r t a g e s  for w h i c h  the 
;e m p l o y e e  d o e s  not a c k n o w l e d g e  r e s p o n s i b i l i t y ;

(^1) lost or  s t o l e n  p r o p e r t y  or a l l e g e d  t h e f t  by 
the e m p l o y e e  for w h i c h  the e m p l o y e e  d o e s  not a c k n o w l e d g e  
r e s p o n s i b i l i t y ;

(5) d a m a g e  or  b r e a k a g e  c o s t s  u n l e s s  t h e y  are 
c l e a r l y  d u e  to w i l l f u l  c o n d u c t  on the pa r t  o f  the e m p l o y e e ,  
t h e  r e s p o n s i b i l i t y  for w h i c h  h a s  be e n  a c k n o w l e d g e d  by the 
[ e m p l o y e e .

o V  X  c . c \ v  »  WA

(b) N o t h i n g  in ( a ^ p r o h i b i t s  d e d u c t i o n s  f r o m  e a r n i n g s  basc^d 
(on a w r i t t e n  a g r e e m e n t  w h e r e b y  the e m p l o y e r  h a s  b e e n  d i r e c t e d  by 
jthe e m p l o y e e  to pay a s u m  for the b e n e f i t  o f  th a t  e m p l o y e e  to a" 
[creditor, d o n e e ,  or  o t h e r  t h i r d  p a r t y  a n d  n e i t h e r  the e m p l o y e r  
inor any p e r s o n  a c t i n g  in h i s  b e h a l f  or I n t e r e s t  d e r i v e s  any p r o­
fit or b e n e f i t  f r o m  the t r a n s a c t i o n .

(c) W r i t t e n  a g r e e m e n t s  f o r  d e d u c t i o n s  f r o m  e a r n i n g s  are 
not r e q u i r e d  for any l a w f u l  d e d u c t i o n  o t h e r w i s e  a u t h o r i z e d
or r e q u i r e d  by s t a t e  or  f e d e r a l  l a w  or by o r d e r  o f  a c o u r t
,of c o m p e t e n t  j u r i s d i c t i o n .
1 
1

(d) An e m p l o y e r  s u b j e c t  to AS 2 3 . 1 0 . 0 5 0 - 2 3 . 1 0 . 1 5 0  
s h a l l  f u r n i s h  e a c h  p e r s o n  e m p l o y e d  by h i m  w h o  is n o t  e x e m p t e d  
f r o m  the c o v e r a g e  o f  t h o s e  s e c t i o n s  by AS 2 3 . 1 0 . 0 5 5  a s t a t e m e n t  
of e a r n i n g s  a n d  d e d u c t i o n s  for e a c h  nay p e r i o d .  T h e  s t a t e m e n t  
of e a r n i n g s  a n d  d e d u c t i o n s  & h e ^ m cc^itain the f o l l o w i n g  
i n f o r m a t i o n :  r

R e g i s t e r ^ ,  T a m / i r C j  f t L A B O R  8 AAC 15.160

1



(Registerfeff,JanUifcrc/ / C17^] l a b o r  8 A A C  1 5 . 1 6 0

— I 8 AAC 1 5 . 1 8 0

(1) e m p l o y e e ' s  r a t e  of  pay;
I

(2) t h e  b e g i n n i n g  and e n d i n g  d a t e s  o f  t h e  pay 
p e r i o d  a n d  the w e e k l y  h o u r s  a c t u a l l y  w o r k e d  d u r i n g  the p e r i o d ;

(3) f e d e r a l  i n c o m e  tax d e d u c t i o n s ;

(*l) f e d e r a l  i n s u r a n c e  c o n t r i b u t i o n  act d e d u c t i o n s ;

(5) A l a s k a  i n c o m e  tax d e d u c t i o n ;

(6) A l a s k a  s c h o o l  tax d e d u c t i o n ;

(7) A l a s k a  e m p l o y m e n t  s e c u r i t y  act c o n t r i b u t i o n s ;

(8) b o a r d  a n d  l o d g i n g  costs;

(9) a d v a n c e s ;  and

(10) o t h e r  a u t h o r i z e d  d e d u c t i o n s .  (Eff. /2./^/7ST, 
Regiie-t-er (o% )

A u t h o r i t y :  AS 2 3 * 1 0 . 0 8 5
j

A R T I C L E  /(.
i
l
P R O C E D U R E S  R E L A T I N G  T O  V I O L A T I O N S ,  I N V E S T I G A T I O N S  O R  HEARI N G S .  |

*

S e c t i o n
! 175. A s s i g n m e n t  o f  c l a i m s
1 180. I n v e s t i g a t i o n s ,  c o n f e r e n c e  a n d  p e r s u a s i o n

8 A A C  1 5 . 175. A S S I G N M E N T  OP C L A I M S .  (a) A p e r s o n  w h o  
b e l i e v e s  that he h a s  not b e e n  p a i d  w a g e s  d u e  h i m  u n d e r  
AS 2 3 . 1 0 . 0 5 0  - 2 3 . 1 0 . 1 5 0  may a s s i g n  his c l a i m  to the d e p a r t m e n t  
f or c o l l e c t i o n .

(b) T h e  d e p a r t m e n t  w i l l  not a c c e p t  an a s s i g n m e n t  o f  a 
c l a i m  u n d e r  AS 2 3 - 1 0 . 0 5 0  - 2 3 . 1 0 . 1 5 0  in e x c e s s  of $ 5 , 0 0 0 ,  
e x c l u d i n g  l i q u i d a t e d  d a m a g e s .  (Eff. \ Z / H  / 7 £ , Regls-be-r^S')

A u t h o r i t y :  A^ 2 3 . 1 0 . 0 8 5
AS 2 3 . 1 0 . 1 1 0 ( b )

8 A A C  1 5 . 1 8 0 .  I N V E S T I G A T I O N S ,  C O N F E R E N C E S  A N D  P E R S U A S I O N ,  
(a) T h e  w a g e  and h o u r  d i v i s i o n  w i l l  i n v e s t i g a t e  p o t e n t i a l  
v i o l a t i o n s  of AS 2 3 . 1 0 . 0 5 0 - 2 3 . 1 0 . 1 5 0  on it3 o w n  m o t i o n  o r  on the 
a s s i g n m e n t  to it o f  a c l a i m  u n d e r  sec. 175 o f  th i s  c h a p t e r .
t

(b) I f j a f t e r  i n v e s t i g a t i o n ^ t h e  d i v i s i o n  f i n d s  that 
p r o b a b l e  c a u s e  e x i s t s  for b e l i e v i n g  that a v i o l a t i o n  of AS 
2 3 . 1 0 . 0 5 0  - 2 3 . 1 0 . 1 5 0  h a s  o c c u r r e d ,  it w i l l  a t t e m p t  to c o r r e c t  
the u n l a w f u l  p r a c t i c e  by c o n f e r e n c e  and p e r s u a s i o n  as f o l l o w s :
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( 1 ) the d i v i s i o n  w i l l  p r o v i d e  the e m p l o y e r  t u l i e v e d  

;to h a v e  v i o l a t e d  AS  2 3 - 1 0 . 0 5 0  - 2 3 .10.150 w i t h  a c o p y  of the
j a s s i g n m e n t  or a d e s c r i p t i o n  of the a l l e g e d  v i o l a t i o n  a n d  i n f o r m  
'him o f  t h e  r e s u l t s  o f  its i n v e s t i g a t i o n ;  and

(2 ) the d i v i s i o n  w i l l  s c h e d u l e  an i n f o r m a l  
c o n f e r e n c e  w i t h  the e m p l o y e r  to d i s c u s s  the m a t t e r  a n d  a t t e m p t  
>to e l i m i n a t e  the a l l e g e d  v i o l a t i o n s .
I

(c) If the i n f o r m a l  c o n f e r e n c e  s u c c e e d s  i n  c o r r e c t i n g  
the a l l e g e d  v i o l a t i o n ,  no f u r t h e r  a c t i o n  w i l l  be t a k e n  by the 
d i v i s i o n  a g a i n s t  the e m p l o y e r .

i
(d) If an a l l e g e d  v i o l a t i o n  is not r e c t i f i e d  by the 

i n f o r m a l  c o n f e r e n c e  o.r if the e m p l o y e r  f a ils to a t t e n d  the 
c o n f e r e n c e  v.’lt h o u t  g o o d  c a u s e  shown, the d i r e c t o r  may, .at his 
d i s c r e t i o n ;

( 1 ) c o n d u c t  a f u r t h e r  i n v e s t i g a t i o n  i n t o  the m a t t e r ;

(2 ) e n f o r c e  the c l a i m  t h r o u g h  i n i t i a t i o n  of an 
a d j u d i c a t i v e  h e a r i n g  u n d e r  p r o v i s i o n s  of the A d m i n i s t r a t i v e  
Frocedui’e^f Act (AS JNl.62);

j
I (3 ) e n f o r c e  the c l a i m  t h r o u g h  f i l i n g  of an a c t i o n

c o u r t  of c o m p e t e n t  j u r i s d i c t i o n .

I
■

lb

tin a
1

(e) If the d i r e c t o r  d e t e r m i n e s  u n d e r  (d)(1) o f  t h i s  
s e c t i o n  that a f u r t h e r  i n v e s t i g a t i o n  in t o  the m a t t e r  s h o u l d  be 

hec o n d u c t e d ,  he m a y  p r o v i d e  that it be c a r r i e d  out by i n i t i a t i o n  
o f  an i n v e s t i g a t i v e  p r o c e e d i n g  c o n d u c t e d  in a c c o r d a n c e  w i t h  

secs. 10 t h r o u g h  30 of  c h a p t e r  25 of  this title. (Eff. I Z / 9 / 7 &  

Reg.Lste4’6 ^ )

A u t h o r i t y :  AS 2 3 . 1 0 . 0 8 0
AS 2 3 . 1 0 . 0 8 5  
AS 2 3 . 1 0 . 0 9 0  
AS 2 3 . 1 0 . 1 1 0

• -1 >

A R T I C L E  ,5.
1

G E N E R A L  P R O V I S I O N S

Sect ion
<jc>o-3r95'. P l a c e  o f  e m p l o y m e n t  for p u r p o s e s  of r e c o r d k e e p i n g  

D e f i n i t i o n s

I <\o o
8 A A C  15.195.

R E C O R D K E E P I N G .  F o r  p u r p o s e  
an e m p l o y e e  is e m p l o y e d "  m e a n s  a 
l o c a t e d  w i t h i n  the state. H o w e v e r ,  the e m p l o y e r  m a y  
d u p l i c a t e  r e c o r d s  at the s i t e s  or p r e m i e s  w h e r e  the 
p e r f o r m e d .  (Eff. 1 2 / l  / Ttf, Regie-t-er- 6 8 )

P L A C E  OF E M P L O Y M E N T  F O R  P U R P O S E S  OF 
p u r p o s e s  of  AS 2 3 . 1 0 . 1 0 0 ,  "the p l a c e  w h e r e  

c e n t r a l  o f f i c e  of the e m p l o y e r
k e e p  
w o r k  is

A u t h o r i t y : AS 2 3 . 1 0 . 0 8 5  
AS 2 3 . 1 0 . 1 0 0

£



8 A A C  1 5 . ^ $ .  D E F I N I T I O N S .  In this c h a p t e r  a n d  in 
jAS 2 3 . I O . O 5 O - 2 3 . 1 0 . 1 5 0 ,  u n l e s s  the c o n t e x t  r e q u i r e s  
l o t h e r w i s e :

em
(1) " a d m i n i s t r a t i v e” m e a n s  an e m p l o y e e ;

A
(A) w h o s e  p r i m a r y  d u t y  c o n s i s t s  of w o r k  

d i r e c t l y  r e l a t e d  to m a n a g e m e n t  p o l i c i e s  or s u p e r v i s i n g  
the g e n e r a l  b u s i n e s s  o p e r a t i o n s  o f  his e m p l o y e r ;

(E) w h o  c u s t o m a r i l y  and r e g u l a r l y  e x e r c i s e s  
d i s c r e t i o n  a n d  i n d e p e n d e n t  j u d g m e n t ;

(C) w h o  p e r f o r m s  his w o r k  u n d e r  o n l y  g e n e r a l  
s u p e r v i s i o n ;

(D) w h o  is lid on a s a l a r y  0 1  fee bas i s :

(E) w h o  r e g u l a r l y  a n d  d i r e c t l y  a s s i s t s  a 
p r o p r i e t o r  or a n  e x e m p t  e x e c u t i v e  e m p l o y e e  of tbe 
e m p l o y e r ;  a n d

(F) w h o  p e r f o r m s  w o r k  a l o n g  s p e c i a l i z e d  or 
t e c h n i c a l  l i n e s  r e q u i r i n g  s p e c i a l  t r a i n i n g ,  e x p e r i e n c e  or 
k n o w l e d g e  and d o e s  not d e v o t e  m o r e  t h a n  2 0  p e r c e n t  of 
his w e e k l y  h o u r s  to a c t i v i t i e s  w h i c h  are not d e s c r i b e d  
in th i s  p a r a g r a p h  or  p a r a g r a p h s  (?) or ( 1 1 ) of this 
s e c t i o n ;

i

( 2 )  " c a s u a l  employee^," as u s e d  in A S  2 3 . 1 0 . 0 6 5 ( 1 5 ) ,  
m e a n s  an e m p l o y e e  e n g a g e d  in an a c t i v i t y  w h i c h  o c c u r s  w i t h o u t  
r e g u l a r i t y  a n d  is not in the u s u a l  c o u r s e  o f  trade, b u s i n e s s ,  
o c c u p a t i o n  or p r o f e s s i o n  of h i s  e m p l o y e r ;

(3 ) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of  labor;

(*1) " d e p a r t m e n t "  m e a n s  the A l a s k a  D e p a r t m e n t  o f  L a b o r

(5 ) " d i r e c t o r "  m e a n s  the d i r e c t o r  o f  the w a g e  and 
h o u r  d i v i s i o n  o f  t h e  depart m e n t ,  or  his d e s i g n e e ;

»;6 ) " d o m e s t i c  s e r v i c e  in or a b o u t  a p r i v a t e  h o m e "  
as us e d  in AS 2 3 . 1 0 . 0 5 5 ( ^ 0 ,  m e a n s  a p e r s o n  e m p l o y e d  in or a b o u t  
a p r i v a t e  h o m e  o f  a p e r s o n  by w h o m  he is e m p l o y e d  a n d  who 
p e r f o r m s  s u c h  s e r v i c e s  or 1 ctivltj.t;_ as a b a b y s i t t e r ,  a cook, 
a b u t l e r ,  a v a l e t ,  a m a id, r h o u s e k e e p e r ,  a g o v e r n e s s ,  a 
J a n i t o r ,  a l a u n d e r e s s ,  a c a r e t a k e r ,  a h a n d y m a n ,  a g a r d e n e r ,  
a foo t m a n ,  a g r o o m  o r  a c h a u f f e u r  o f  a u t o m o b i l e s  for f a m i l y  use;

R e g i s t e r ^  ' ' T d f l U a V t j M  7  LABOR 8 AAC 15
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(7 ) "executive'' m e a n s  an e m p l o y e e :

(A) w h o s e  p r i m a r y  d u t y  c o n s i s t s  of  the m a n a g e­
me n t  of  the e n t e r p r i s e  t w h i c h  he is e m p l o y e d  or o f  a 
c u s t o m a r i l y  r e c o g n i z e d  t department, or s u b d i v i s i o n
o f  the e n t e r p r i s e ;

(B) w h o  c u s t o  id r e g u l a r l y  d i r e c t s
t h e  w o r k  o f  two or m o r e  c "ployees;

(C) w h o  has the a u t h o r i t y  to h i r e  or fire or 
e f f e c t  any o t h e r  c h a n g e  of s t a t u s  of o t h e r  e m p l o y e e s  or  
w h o s e  s u g g e s t i o n s  or r e c o m m e n d a t i o n s  r e g a r d i n g  t h e s e  k i n d s  
o f  c h a n g e s  are g i v e n  p a r t i c u l a r  w e i g h t ;

(D) w h o  c u s t o m a r i l y  and r e g u l a r l y  e x e r c i s e s  
d i s c r e t i o n a r y  a u t h o r i t y ;

(E) w h o  do e s  not d e v o t e  m o r e  t h a n  20 p e r c e n t  
o f  his w e e k l y  h o u r s  to a c t i v i t i e s  whicli a r e  not d i r e c t l y  
and c l o s e l y  r e l a t e d  to the w o r k  d e s c r i b e d  in this 
p a r a g r a p h  or p a r a g r a p h s  ( 1 ) or (Ii) o f  this s e c t i o n ;  and

(P) w h o  is c o m p e n s a t e d  on a s a l a r y  b a s i s ;

(8 ) " n o n p r o f i t "  as u s e d  in AS 2 3 . 1 0 . 0 5 5 ( 6 ) ,  m e a n s  
an o r g a n i z a t i o n  no part of  the I n c o m e  or p r o f i t  o f  w h i c h  is 
d i s t r i b u t a b l e  to its m e m b e r s ,  dir e c t o r s ,  or o f f i c e r s  and w h o s e  
s t a t u s  has b e e n  d e t e r m i n e s  by the U.S. I n t e r n a l  R e v e n u e  S e r v i c e  
as n o n p r o f i t ;

(9 ) "on c a l l "  m e a n s  t i m e  that an e m p l o y e e  is 
r e q u i r e d  to r e m a i n  on ca l l  on tlie e m p l o y e r ' s  p r e m i s e s  or o t h e r  
p l a c e  of e m p l o y m e n t  or so c l o s e  to t h e m  that he c a n n o t  use the 
ti m e  e f f e c t i v e l y  for his o w n  p u r p o s e s ,  but d o e s  net i n c l u d e  the 
t i m e  a n  e m p l o y e e  is not r e q u i r e d  to r e m a i n  on or n e a r  his e m p l o y  
p r e m i s e s  or  o t h e r  p l a c e  of e m p l o y m e n t  but is m e r e l y  r e q u i r e d  to 
l e a v e  w o r d  at his h o m o  or w i t h  the e m p l o y e r  w h e r e  he m a y  be 
r e a c h e d ;

( 1 0 ) " o u t s i d e  s a l e s m a n "  m e a n s  a p e r s o n  w h o  is 
e m p l o y e d  for the p u r p o s e  of m a k i n g  sales, c o n t’act s  for sal e s ,  
c o n s i g n m e n t s ^  or s h i p m e n t s  for s a l e  or o b t a i n ! o r d e r s  for 
s e r v i c e s  o r  for use o f  f a c i l i t i e s  for w h i c h  r. c o n s i d e r a t i o n  
w i l l  be p a i d  by t h e  c l i e n t  or c u s t o m e r  and ./hose h o u r s  of w o r k  
of  a n a t u r e  o t h e r  t h a n  that d e s c r i b e d  in th i s  p a r a g r a p h  or 
p a r a g r a p h  ( 1 2 )Vdo not e x c e e d  2 0  p e r c e n t  of the h o u r s  w o r k e d  
in the worlcwee(rpv
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(11) "professional.'1 /leans an e m p l o y e e ,  e x c e p t  for 

t he c l a s s i f i c a t i o n s  of r e g i s t e r e d  n u r s e  a n d  l i c e n s e d  p r a c t i c a l  

nursefp^

(A) w h o s e  p r i m a r y  d u t y  is:

(i) to p e r f o r m  w o r k  r e q u i r i n g  k n o w l e d g e  
o f  a n  a d v a n c e d  t y p e  in a f i e l d  of s c i e n c e  or l e a r n i n g  
c u s t o m a r i l y  a c q u i r e d  by a p r o l o n g e d  c o u r s e  of 
s p e c i a l i s e d  i n t e l l e c t u a l  i n s t r u c t i o n  a n d  s t u d y ,  as 
d i s t i n g u i s h e d  f r o m  a g e n e r a l  a c a d e m i c  e d u c a t i o n  or 
f r o m  an a p p r e n t i c e s h i p  o r  f r o m  t r a i n i n g  in the 
p e r f o r m a n c e  o f  r o u t i n e  m e n t a l ,  m a n u a l ^ o r  p h y s i c a l  
p r o c e s s e s ;  or

(ii) to p e r f o r m  w o r k  th a t  is o r i g i n a l  a n d  
c r e a t i v e  in c h a r a c t e r  in a r e c o g n i z e d  f i e l d  of 
a r t i s t i c  e n d e a v o r  (as o p p o s e d  to w o r k  w h i c h  can be 
p r o d u c e d  by a p e r s o n  w i t h  g e n e r a l  m a n u a l  or  i n t e l l e c­
tual  a b i l i t y  a n d  t r a i n i n g ) ,  and t h e  r e s u l t  o f  w h i c h  
d e p e n d s  p r i m a r i l y  on the i n v a n t i o n ,  i m a g i n a t i o n ,  or 
t a l e n t  o f  the e m p l o y e e ;  or

(ill) to teach, tutor, i n s t r u c t ,  or 
l e c t u r e  in the a c t i v i t y  of i m p a r t i n g  k n o w l e d g e ,  and 
w h o  is e m p l o y e d  a n d  e n g a g e d  in th i s  a c t i v i t y  as a 
t e a c h e r  c e r t i f i e d  or r e c o g n i s e d  as s u c h  in a s c h o o l  
o r  o t h e r  e d u c a t i o n a l  e s t a b l i s h m e n t  or i n s t i t u t i o n ;  
a n d

(B) w h o s e  work:

(1) r e q u i r e s  the c o n s i s t e n t  e x e r c i s e  of 
d i s c r e t i o n  and j u d g m e n t  in its p e r f o r m a n c e ;

(ii) is p r e d o m i n a t e l y  i n t e l l e c t u a l  and 
v a r i e d  in c h a r a c t e r  (as o p p o s e d  to r o u t i n e  m e n t a l ,  
m a n u a l ,  m e c h a n i c a l ,  or p h y s i c a l  w o rk) a n d  is o f  s u c h  
c h a r a c t e r  t h a t  the o u t p u t  p r o d u c e d  or the r e s u l t  
a c c o m p l i s h e d  c a n n o t  be s t a n d u r d i z e d  on a ti m e  ba s i s ;  
a n d

(iii) is c o m p e n s a t e d  on a s a l a r y  or fee
b a s i s :

(12) " s a l e s m a n  e m p l o y e d  on a s t r a i g h t  c o m m i s s i o n  
ibasis" m e a n s  a p e r s o n  w h o  is r e g u l a r l y  e m p l o y e d  on the b u s i n e s s  
p r e m i s e  of his e m p l o y e r  and is c o m p e n s a t e d  on a s t r a i g h t  
c o m m i s s i o n  b a s i s  for the p u r p o s e  o f  m a k i n g  sa l e s ,  c o n t r a c t s  for 
s a l e s ,  c o n s i g n m e n t s ,  o r  s h i p m e n t s  for sale or in o b t a i n i n g  
o r d e r s  for s e r v i c e s  o r  the use of f a c i l i t i e s  for w h i c h  a 
c o n s i d e r a t i o n  w i l l  be p a i d  by the c l i e n t  or c u s t o m e r  and w h o s e  
h o u r s  of w o r k  of a n a t u r e  o t h e r  t h a n  that d e s c r i b e d  in thi:

p a r a g r a p h  or p a r a g r a p h  ( 1 0 ) y d o  not e x c e e d  20 p e r c e n t  of the 
h o u r s  w o r k e d  in t h e  workweek]"*

I I
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(13) " s t a n d b y  or w a i t i n g  t i m e "  m e a n s  t i m e  t h a t  an 
'empl o y e e  is r e q u i r e d  to be at or n e a r  his p o s t  or p l a c e  of
e m p l o y m e n t  a n d  is r e q u i r e d  to w a i t  for w o r k  o r  an  a s s i g n m e n t ,  
w h e t h e r  n o r  not b e c a u s e  of s h u t d o w n  or r e p a i r ,  a n d  d u r i n g  w h i c h  
he c a n n o t  use t h e  ti m e  e f f e c t i v e l y  for h i s  o w n  p u r p o s e s ;

(14) " s u p e r v i s o r y  c a p a c i t y "  m e a n s  t h o s e  p r i m a r y  
jduties p e r f o r m e d ,  e x c e p t  for the c l a s s i f i c a t i o n s  o f  r e g i s t e r e d  
jnurse a n d  l i c e n s e d  p r a c t i c a l  nu r s e ,  by an  e m p l o y e e  w h o  is 
e m p l o y e d  s o l e l y  for the p u r p o s e  o f  r e g u l a r l y  a s s i g n i n g  a n d  
d i r e c t i n g  the a c t i v i t i e s  of  o t h e r  e m p l o y e e s ,  a n d  is r e s p o n s i b l e  
f o r  r e s u l t s  of the w o r k  p e r f o r m e d ,  a n d  w h o  d o e s  not p e r f o r m  
'duties r e g u l a r l y  p e r f o r m e d  by the e m p l o y e e s  s u p e r v i s e d ,  e x c e p t  
ifor b r i e f  p e r i o d s  of t i m e  not to e x c e e d  20 p e r c e n t  o f  the 
h o u r s  w o r k e d  in the w o r k w e e k :  the p u r p o s e  of A S  2 3 . 1 0 . 0 6 0 ,
it d o e s  not a p p l y  to a n y  e m p l o y e e  r e q u i r e d  by the e m p l o y e r
to p e r f o r m  e u o tf^aStivities on a n  i n t e r m i t t e n t  or s u b s t i t u t e

i recurrlng p e r i o d  o f  168 hou r s ,  i.e. s e v e n  c o n s e c u t i v e  24 h o u r  
p e r i o d s .  It m a y  b e g i n  on any day of the w e e k  and n e e d  not 
c o i n c i d e  w i t h  the c a l e n d a r  w e e k j  Jfri i n d i v i d u a l  e m p l o y e e ' s  
|workweek is the s t a t u t o r y  or c o n t r a c t  n u m b e r  of  h o u r s  that he 
;is to r e g u l a r l y  w o r k  d u r i n g  that p e r i o d ;  jThe w o r k w e e k  m a y  
n o t  be a r t i f i c i a l l y  a d j u s t e d  for the p u r p o s e  of  a v o i d i n g  
.the p a y m e n t  of o v e r t i m e ,  h o w e v e r  the w o r k w e e k  m a y  be c h a n g e d  
ifor a n y  o t h e r  p u r p o s e  in the m a n n e r  p r o v i d e d  in AS 2 3 . 0 5 . 1 6 0 .

b a s i s  d u r i n g  t h e  c o u r s e  of his e m p l o y m e n t ;

(15) " w o r k w e e k "  m e a n s  a f i x e d  a n d  r e g u l a r l y

(Eff. 1 2 . / 1 % ’ R e g i s  t e r  )

A u t h o r i t y :  AS 23*.10.055
AS 2 3 . 1 0 . 0 6 0  
AS 2 3 . 1 0 . 0 8 5

I X



N O T I C E  O F  P R O P O S E D  C H A N G E S  IN T H E  
R E G U L A T I O N S  O F  T H E  D E P A R T M E N T  O F  L A B O R

N o t i c e  is n e r e b y  g i v e n  t h a t  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r ,  
u n d e r  t h e  a u t h o r i t y  v e s t e d  b y  A S  2 3 . 1 0 . 0 8 5 ,  p r o p o s e s  to r e p e a l  
jand a d o p t  r e g u l a t i o n s  in T i t l e  8 o f  t h e  A l a s k a  A d m i n i s t r a t i v e  
C o d e  t o  i m p l e m e n t  A S  2 3 . 1 0 . 0 5 0  - A S  2 3 . 1 0 . 1 5 0 ,  as f o l l o w s :

(1) 8 A A C  15 is a m e n d e d  b y  r e p e a l i n g  s e c t i o n s  010
t h r o u g h  070 i n  t h e i r  e n t i r e t y  a n d  a d o p t i n g  a n d  
r e p l a c i n g  w i t h  n e w  s e c t i o n s  as f o l l o w s :

A R T I C L E  1.i
I
A r t i c l e  1 s t i p u l a t e s  m i n i m u m  w a g e s ,  m a x i m u m  h o u r s  and 
c o m p u t a t i o n  o f  o v e r t i m e  a p p l i c a b l e  to  e m p l o y m e n t  in A l a s k a .

A R T I C L E  2.

A r t i c l e  2 p r o v i d e s  c e r t a i n  e x e m p t i o n s  f r o m  the p a y m e n t  of  
m i n i m u m  w a g e s  o r  o v e r t i m e .

A R T I C L E  3.
I
A r t i c l e  3 s t i p u l a t e s  t h o s e  d e d u c t i o n s  f r o m  an e m p l o y e e ' s  
w a g e s  t h a t  a r e  p e r m i s s a b l e  a n d  t h o s e  d e d u c t i o n s  t h a t  a r e  
p r o h i b i t e d .

A R T I C L E  4.

A r t i c l e  4 e s t a b l i s h e s  t h e  p r o c e d u r e s  for a s s i g n m e n t  o f  c l a i m s  
a n d / o r  the c o n d u c t  o f  i n v e s t i g a t i v e  h e a r i n g s  a n d  c o n f e r e n c e s .

j A R T I C L E  5.

‘A r t i c l e  5 d e f i n e s  m i s c e l l a n e o u s  t e r m s  as u s e d  in t h i s  

!chapter a n d  AS  23.1C.

•Notice is a l s o  g i v e n  t h a t  a n y  i n t e r e s t e d  p a r t y  m a y  p r e s e n t  
o r a l  o r  w r i t t e n  s t a t e m e n t s  o r  a r g u m e n t s  r e l e v a n t  to the a c t i o n  
; p r o p o s e d  a t  a h e a r i n g  to b e  h e l d  at the D I V I S I O N  O F  A V I A T I O N  
B U I L D I N G  C O N F E R E N C E  ROOM, 4111 A V I A T I O N  A V E N U E ,  (next to L a k e  
Hood) A n c h o r a g e ,  A l a s k a  9 9 5 0 2  a t  1: 3 0  p.m. o ' c l o c k  o n  
S e p t e m b e r  15, 1978.

iCopies o f  the r e g u l a t i o n s  m a y  b e  o b t a i n e d  b y  w r i t i n g  to:
.Wage a n d  H o u r  D i v i s i o n ,  A l a s k a  D e p a r t m e n t  o f  L a b o r ,
P. 0. B o x  630, J u n e a u ,  A l a s k a  99811.



T h e  D e p a r t m e n t  o f  L a b o r  u p o n  its o w n  m o t i o n  o r  a t  t h e  
i n s t a n c e  o f  a n y  i n t e r e s t e d  p e r s o n ,  m a y  a f t e r  S e p t e m b e r  30, 19 7 8  
a d o p t  t h e  p r o p o s a l s  s u b s t a n t i a l l y  as d e s c r i b e d  a b o v e  w i t h o u t  
f u r t h e r  n o t i c e  o r  m a y  d e c i d e  to t a k e  n o  a c t i o n  o n  them.

D a t e  S ' / 2 / / 7 1 ?

iM t f O t
W i l l i a m  IC. S p e a r
D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  of  L a b o r

i
i

i
i
i
>
i
I
i
i
j

T o  be p u b l i s h e d  A u g u o t  30, 31 a n d  S e p t e m b e r  1- 1978.
t



STATE OF ALASKA
) SS.

F I R S T  J U D I C I A L  D I S T R I C T  )

A F F I D A V I T  OF  N O T I C E  OF  A D O P T I O N  OF R E G U L A T I O N

I , E.T. "Lee" L e l a n d , W / H  I n v e s t i g a t o r  I I I , of  the 
D e p a r t m e n t  o f  L a b o r , b e i n g  sw o r n ,  d e p o s e  a n d  s t a t e  the 

i f o l l o w i n g :

As r e q u i r e d  by AS 6 2 , 1 9 0 ,  n o t i c e  o f  the p r o p o s e d  a d o p t i o n  
of  8 AAC 1 5 . 1 0 0 - 2 0 0  has b e e n  g i v e n  by

(1) b e i n g  p u b l i s h e d  in a n e w s p a p e r  or t r a d e  
p u b l i c a t i o n

(2) b e i n g  m a i l e d  to i n t e r e s t e d  p e r s o n s ,

(3) b e i n g  m a i l e d  or d e l i v e r e d  to a p p r o p r i a t e  s t a t e
o f f i c i a l s ,

(*0 b e i n g  f u r n i s h e d  to the D e p a r t m e n t  of Law,

(5) b e i n g  f u r n i s h e d  to i n c u m b e n t  s t a t e  l e g i s l a t o r s .

D a t e : _____/  O - 3 ~ 7  S ''
J u n e a u ,  A l a s k a

S U B S C R I B E D  A N D  S W O R N  T O  b e f o r e  me  th i s  < 3 * *  d ay of 
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•  •
■

, *

S T A T E  OF A L A S K A  )
) s s .

T H I R D  J U D I C I A L  D I S T R I C T  )

A F F I D A V I T  O F  O R A L  H E A R I N G

I, D o n  W i l s o n ,  W / H  I n v e s t i g a t o r  II o f  the D e p a r t m e n t  
! of La b o r ,  b e i n g  s w o r n  d e p j s e  a n d  s t a t e  the f o l l o w i n g :

On  S e p t e m b e r  15, 19 7 8  at 1: 3 0  p .m., in the D i v i s i o n  
j of A v i a t i o n  C o n f e r e n c e  R oom, *1111 A v i a t i o n  A v e n u e ,  A n c h o r a g e ,
| A l a s k a ,  I p r e s i d e d  o v e r  a p u b l i c  h e a r i n g  h e l d  in a c c o r d a n c e  
[ w i t h  AS *1*1.62.210 for the p u r p o s e  of  t a k i n g  t e s t i m o n y  in 
: c o n n e c t i o n  w i t h  the a d o p t i o n  o f  8 A A C  1 5 * 1 0 0 - 2 0 0 .

Date: S e p t e m b e r  15, 1978
A n c h o r a g e ,  A l a s k a

S U B S C R I B E D  A N D  S W O R N  TO  b e f o r e  me th i s  1 5 t h  d a y  of 
e m b e r ,  1978.

J L
N O T A R Y  P U B L I C  IN A N D  FOR A L A S K A  

My C o m m i s s i o n  E x p i r e s :



A D V t R T I S I N G  
V  O R D E R

Q  N O T IC E  TO  P U B L IS H E R  £

I N V O IC C  M U ST  H t  IN T R I P L IC A T E  S H O W I N G  A D V L H T I S I N G  
O R D E R  NO  . Cl. HTIT IGD AT I ' O A V i r  OP  P U B L I C A T I O N  ( P A R T  
? OP T H I S  r o i < f A> iW IT I I  A T T A C H E D  C O P Y  OP  A D V E R T I S E ­
M E N T  M U S I  HE S U H M I T r ^ ^ y J l T H  I f J V O I C E .

1. I VULIUI'JLU II I

A n c h o r a g e  D a i l y  Ne w s  
P *0. B o x  40
A n c h o r a g e ,  A l a s k a  9 9 501

'></'

V E N D O R  NO .
A D N  501

D e p a r t m e n t  of jL>abor 
W a g e  and H o u r  D i v i s i o n  
P.O. B o x  630 
J u n e a u ,  A l a s k a  9 9011

DATE C f  A .O .
A u g u s t  2 1 } 19 7 8

D a t e s  a d v e r t i s e m e n t  r e q u i r e d :

A u g u s t  30, 31 a n d  S e p t e m b e r  1, 19 3 8

'
THE  M A T E R I A L  B E T W E E N  TH E  D O U B L E  L I N E S  M U S T  BE PRIN TED .IN  
I TS  E N T I R E T Y  ON  TH E  D A T E S  S H O W N .
mi linc. address * A l a s k a  D e p a r t m e n t  o f  Lab-^or 

A d m i n i s t r a t i v e  Serv±ca»u5$r,

'■ j5''*i *■* •'*■•; ,v
F i s c a l  S e c t i o n  
P.O. B o x  1 1 4 9  
J u n e a u .  A l a s k a ■99fllJL

A F F I D A V I T - O F - P U B L I C A T I O N

UNITED STATES OF AMERICA \

STATE OF Alaska ( j.,

________T h i r d  division, j

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC 1 HIS DAY 

PERSONALLY APPEAREDN:1 tlui 1 1 n Lhcvn 1 ici^ g

BEING FIRST DULY SWORN, ACCORDING TO LAW, SAYS THAT 

HE/SHE IS THE Legal Clerk o f NIL ANCHORAM., Nl: 

p u b l i s h e d a t Anchorage___________ in said division

A I :k  L .'1
_  AND THAT THE

• .notice oi Apotao-.v
CHANOk N T H B  > >. 

J RBO ULATIC  } OP-TMB" ,/ t  
D EPARTM BN  I t A r fO R i ;

. ;  li>. V - W L  • • :  
Nolle* I i  hereby e lv e ii that th * j 
A lo iko  D epartm ent-at i L abor, ■ 
under, Ih . au lhorltVkvested b y . 
AS J3.10.083, proposes lo  repeal 
ond odopl reou la llon t-ln  T itle I '  
of Ih* A laska Adm in istrative 
Co2i55 SmpJinwit ASJS.lO.OJO,

II) t  AAC 1 J  Ii a - ' •by-

IV s

T L L l L a n d  s t a t e  o f Al!lsk!l

ADVERTISEMENT, OF WHICH THE ANNEXED IS A TRUE COPY,

WAS PUBLISHED IN SAID PUBLICATION ON THE.

August_______19_ZJ? AND THEREAFTER FOR 1

.DAY OF

CONSECUTIVE DAYS, THE LAST PUBLICATION APPEARING ON

THE. 1 DAY OF_ Sept. . 19jj? AND THAT THE

3x 6 h inches $81 .90
RATE CHARGED THETlEON IS NOT IN EXCESS OF THE RATE

CHARGED PRIVATE INDWIDUALS.

SUBSCRIBED AND SWORN TO 
THIS— 1 DAY OF. bcnt

BEFORE

NOTARY PUBLIC FOR STATE OF. 
MY COMMISSION EXPIRES____

: ■(!) t  AAC IS l |  am ended 
rspsallno  s i c l lo m 010Ihrouoh , 
070 in Ihs lr tn llr s ly  ond odoa- 
llno and rep lac ing-w ith  n»w  • 
ted lo n s o i  fo llow s; jj-i* .» •

.. ARTICLE 1,1/'
A rtic le  I sllnu lo tet m inimum 
wooes, m a x im um 'h ou rs • and 
compulation of overtim e op- 1 
p llcob li la  tm p loym sn l In Atos- 
kn. ■ ■ • i l i M i i ’

A R T IC LE  J . 1 > 1  .
A r l ld j  J  p ro v ld fi certa in  *x - 
emptloni (rom Ih* paym ent ol 
minimum wooes or a v e r J I f j i j i . , '; ; \

A R T IC LE  •
A rtic le  3 stipulates those deduc- ' 
llon i Irom on em p layee 't w oo e i •’
I hoi are  perm lisob le and those-' 
d edud lon i that o r*  prohibited , i

A RT IC LE  I ,  A '  )
A rtic le  4 estab lishes the proced- ) 
urrs tor asslonm ent .ol c la im s 
and /or Ih t conduct o l InvesMuo- I 
llvohear ln os and conferences.

V ' A R T IC L E S , V -V 'i ’- l( 
Artic le 5 d s lln e s m isce llaneous j 
term s a s  used In this cttap ler • 
and AS 33.10 .' %  -  f t t W w v U  

/  •V p l ' - Jn '■ •• II
Nolle* Is a lso  g iven  ttiot ony In-? 
Isres led  party m ay present ora l • 
or written statem ent* o r o r s u - ' 
m in ts re levoh l to th* ac tion ., 
proposed a l a  litar lno  lo be held i 
at III* D IV IS ION O F AV IAT ION 1  
BU ILD IN G  C O N FE R E N C E ] 
ROOM ,.. 4 1 1 1 ' , , * ,  AV IAT IO N  {  
A V EN U E , (next to L ak e  HoodI I 
Anchoroae, A la ska  MS0J a l l i » . h  
P .m . o 'c lo ck ,a n ,S e p tem b e r ,IS ,ii

Copies o f the r e p u ta t io n * .m a y l 
be obtained by writing lo : Wooei* 
and Hour D ivision , A la s k a  De- j 
porlm snt of Lobor, P .O U B o x *  
430, Ju n e au , A la sk a  m i l ,  /.< t ,1  , - r* ’ " Y
The Department of Lobor iipch t 
Its own motion or a t th* Instance V 
o l an y  Interested person , m ay  ;  
o l l t r  Sep lsm ber 30, t»7« ad o p t) 
th* proposals sub stan lla lly  a i t  
dsscrlbed above w llhnul further., 
no lle* or m ay Osclde to take no 1 
ocilon on them J  n

Date) 1/3 1 /7 1

i III. P V ia m  E . S o e a r 'l t  H i  »» 
I . U * iv :/C om m is s io n e r - , v .' 

Ds-portmenl ot Lobo r.^ ..;,

Pub : Auo, 30 ,3 1, S e p t .1 ,! » » '  '

V 7 T T X T
1,79168
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ATTACH INVOICES ANP PROOF OF PUBLICATION.
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AFFIDAVIT OF PUBLICATION
UNITED STATES OF AMERICA 

STATE OF ALASKA 
FOURTH DISTRICT

Legal 13.544 T P ’- : i ' f-
NOTICE OF-PROPOSED 

■ CHANGES INTHE .. .
REGULATIONS OF THE 

DEPARTM ENT OF LABOR 
Notice-1» hereby given that the 

A laska Department 'o f Labor, 
under the authority vested byA S  
33.10.0SS. proposes td repeal and 
adopt regulation* In Title 8 of the 

! A la ska Administrative Code to 
Im p lem en t A S ' 2 3 :10 .050-AS 
33.10.150, av fo llow s:.. .,-

( 1) 8 f i . i t  IS Is 'bm ended by 
repea lirg  sections 010 through 070 
In their entirety and adopting and 
rep lacing with their new sections 
as follows: "'.'i

;  :• AR 'IC L E  i.
A rticle 1 ; . stipulates minimum 

w ages , . maximum .. hours . and 
computation of .of overtime ap­
p licab le toemployment In A laska.

A R T IC L E !.,
A rtlele-3 provides certain amp- 

tlon s- f r o m ‘ .t h e ‘* p a y m en t 'o f  
minimum W ageiorovartlm e. ' .

• _ ART ICLE 3.5 -
A r t ic le  3 1 S t ip u la te s ' those 

'. deductions-.from : an ’ ’ employee's > w ages Uhat,-are perm lssable, and 
.t h o s e  d e d u c t io n s ' 't h a t , ; a re  
prohibited/'- I ' . V ' h r V , : I 
■ ; , •"?a r t i c l e  * .

A r t i c l e ' i 4 ‘ est/ib i is h c i the 
’.p rocedu res , for 'assignment , ot 
/c la im s  and/or the. conduct o ' In- 
vesllgatl> fe ,. h earings, and , con­

f e r e n c e s . ..W i ’ -
sev • •• ;:V ;ART IC IE3 . ... •
V . Article S .dcllnrs.m iscellaneous 
.te rm s a s ’used ln |th |s  chapter and 
AS 23.10 .. t ■■'■/>

- . Notice Is also given that.’ any 
Interested oarty may present oral 
o r  w r it t e n  - s t a t em e n t s  o r  
arguments relevant to the action ' 
proposed at a hearing to be hold at 
the DIVISION OF AVIATION 
O U I L D I N G  C O N F E R E N C E ' 
R O O M .  41  I t - - AV I  AT  I ON 
A V EN U E , .'(n ext; tg Lake Hood)

I Anchorage;! A laska 99502*-at <1:30 
p.m . o 'clock on September 15,1978.

Loplcs of the regulations may be 
obtained by writing to: Wage.and 

- Hour D ivision. Alaska Department . 
of Labor, P.O . Box 630, Juneau , 
A laska 99811. v .t  ■ '

The Department ol Labor upon 
Its own motion or at the Instance ot 
any Interested person, may alter 
September 30, 1978, adopt tho 
p r o p o s a ls  s u b s t a n t ia l ly  as 
described above without further 
notice or m ay declderto take no 
action on t h e m , '
Date 8/21/78 , ;  -."

.W illiam E . SfSoar 
Deputy Commissioner 
Department ol Labor 

PU BL ISH : August- 30,. 3 1 . . Sep­
tember 1, 1971 .

ss.

Before me, the undersigned, a notary public , this day person­

a l ly  appeared P F F T F F F R ________________________ . w ho, being

first du ly sworn, according to law, says that he/she is an 

Advertising Clerk o f the Fa irbanks Daily News-Miner, a newspaper 

published at Fairbanks , in said Fourth District and State , 

and that the advertisement, o f which the annexed is a true copy , 

was published in said paper on the fo llowing day(s) ,

■ 7 / Pi 0 / 7 ? ) 8 / 3 1 . / 7 8
7/0.1/77

t • iL *

, and that the rate charged thereon is not in excess o f the 

rate charged private in d iv idu a ls^ v i th  the usual discounts.

Subscribed and sworn to before me this ^  11

day nf S E P T E H W R

N o ta r y  Public in and fo r '

My commission exp ires O I O H  1 0 *  I 7 1 1 1

<a.

C U S N R .  1.1592 LEGAL. N O .  1 3 5 5 4 4 - 0



A D V E R T I S I N G  
. O R D E R

'■ ' IWBUSHER •
NOTICE TO PUBLISHER

INVOICC M USI IIL: IN IH l l ’ l I ' . :A i r  SHOWING a i i v c h t i s in g  
OMDEI1 NO . C E IU IF IU D A F F I I IA V ir  OF PUBLICATION (PART 
?  OF I I I I S  FORM) WITH A T IA C H F II COPY OF AO VERT ISE- 
Ml N? M USI HE SUHM It FLO WI TH INVO ICE.

S o u t h e a s t  A l a s k a  E m p i r e  
235 2nd S t r e e t  
(Juneau, A l a s k a  9 9 8 0 1

D e p a r t m e n t  o f  L a b o r  
W a g e  and H o u r  D i v i s i o n  
P.O. B o x  630 
J u n e a u ,  A l a s k a  9 9 8 1 1

V E N D O R  N O .

S A E  734

O A T E  O F  A .O .

A u g u s t  21, 1 9 7 8
D A T E S  A D V E R T IS E M E N T  R E Q U IR E D :

A u g u s t  30,

•
THE M ATER IAL BETWEEN THE DOUBLE L IN ES  MUST BE PR INTED  IN 
ITS EN T IR ET Y  ON THE DATES SHOWN

‘V«
31 a n d  S e p t e m b e r  1, 1 9 7 8  4

P I L L IN G ADonF.rfr.Alaska D e p a r t m e n t  o f  L a b o r : 1. 
A d m i n i s t r a t i v e  S e r v i c e s  
Fiscr\l S e c t i o n
P.O. B o x  1 1 4 9  
J u n e a u .  A l a s k a  9 9 8 1 1

A F F I D  A V I T - O F - P U  B L I C A T I O N
■ i *

UNITED STATES OF AMERICA 

s t a t e  o f  Alaska

________________________DIVISION

I ss

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC THIS DAY

PERSONALLY APPEARED Jeff A. Wilson_________WHO,

BEING FIRST DULY SWORN, ACCORDING TO LAW. SAYS THAT 

HE/SHE IS THE Gen. Manager of S.E. Alaska Empire

PUBLISHED A T Juneail__________________IN SAID DIVISION

__________ AND STATE O F Alaska________AND THAT THE

ADVERTISEMENT, OF WHICH THE ANNEXED IS A TRUE COPY, 

WAS PUBLISHED IN SAID PUBLICATION ON THE_3HLll_DAY OF

AucuiS.t. J9.Z2, AND THEREAFTER FOR 2_

CONSECUTIVE DAYS. THE LAST PUBLICATION APPEARING ON 

t h f 1st p a y  o f September in 78 a n d  t h a t  t h e
i

IRATE CHARGED THEREON IS NOT IN EXCESS OF THE RATE
• I

iCHARGED P : INDIVIDUALS.

C)
IOTARY PUBLIC FOR^TATE OF. 

'MMMISSION EXPIRES.
3\Ty~co mrnlssmn T :" p in , ! r  

-Seplrmbtrr-HT- IfflO ”

N D E R -

 mvHi"
CEPAmMKNT •

^ K otkeV,
I 'L̂ ftEQl/tAifviw vr na i/rur/vn i m n  v <

• >ne«l if LaborJ bndto/Ui*authoflty retted by A fl2  

,o Implement AS U .10 .1U , u  folio wi- i ,Mi ■ Am it i________________________ • ■ I

   stipulates m liUntura'in**i,roninian '

*•
ARTICLE i t .  " " *

Article J  provides certain exemptions from tbe 
payment or minimum wajea or overtime.

■- ARTICLE I  
Article 1  stipulates Uk m  deetoctlooa from u ) 

employee ■ w i |n  that are permUaable and thoae 
dedurtlons lhatare prohibited.'*' ' >

ARTICLED  V 7  
■ Article 4 establishes the procedure* far enlfn- 
ment of cUlms and/or the conduct ot Inrotltrtlr* 
hearings and conferencw. ■ ' .>

i '■ f t ARTICl^l..','• : ' , • 
,£i,lkrtf  ntkceltaneooa terma aa oaed to •
thli chapter and.AS l  1 i

Notice It abo jlWn that any Intern ted party, 
may preienl oral or written statements or arsu-1 
menu trlerant to the action proposed at n hearing 1 

I to be held at the-DIVISION OF AVIATION

:

: Copin ot the repilatlona may be’ oblained 6y - 
wTlllny lo: Wiye nnd.Houj Dtvtstoo, Alaska ' 

iDepartnvm ot » » ,  Juneau,
Alaska 99611 . ■< ,-fA  

The Department ol Lal-or upon Its own motion. 
or al the Instance o l any Interested person, may 
after September JO, IS7B adopt the proposals sub- 
slantlally as described ibove without further 
rwtlre or nuy decide to t.ke no actloa on them 
Date a / I I/7B /

WIOETra E.~5?5F
Deputy CoinmLrt loner' 

i. Department o l Labor 
Publish: Aug. 10. 31. Sept. | ,  | « |  - , .
*00 82 ■*.
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G o o d  a f t e r n o o n  Mr. C h a i r m a n ,  C o m m i t t e e  m e m b e r s ,  a n d  

g u e s t s .  M y  n a m e  i s  J o h n  M a r t i n .  I a m  the A r e a  M a n a g e r  for 

D r e s s e r  A t l a s ,  a d i v i s i o n  of D r e s s e r  I n d u s t r i e s .  I h a v e  r e s i d e d  

a n d  h a v e  b e e n  r e g i s t e r e d  a s  an  A l a s k a  c i t i z e n  for the p a s t  

si x  y e a r s .

I a m  h e r e  t o d a y ,  in t h a t  I s t r o n g l y  b e l i e v e  t h a t  a 1978 

A l a s k a  D e p a r t m e n t  of  L a b o r  r e g u l a t i o n  p r o h i b i t i n g  the u s e  of the 

f l u c t u a t i n g  w o r k  w e e k  p a y  p l a n  h a s  c r e a t e d  an e n o r m o u s  m a n a g e r i a l  

a n d  e m p l o y e e  c o m p e n s a t i o n  p r o b l e m  t h a t  is n o t  c o n d u c i v e  to a 

h e a l t h y  b u s i n e s s  c l i m a t e .  T h i s  r e g u l a t i o n  has c r e a t e d  a 

p o t e n t i a l l y  d i s a s t r o u s  u n j u s t  e c o n o m i c  i m p a c t  on my f i r m  and 

o t h e r s  o p e r a t i n g  in t h i s  state.

D r e s s e r  A t l a s  e m p l o y s  the f l u c t u a t i n g  w o r k  w e e k  p l a n  in 

a l l  of the U n i t e d  S t a t e s  w h e r e  w e  o p e r a t e .  it is p r o v e n  to be 

t h e  b e s t  p a y  p l a n  s u i t a b l e  t o  t h e  ^ ' 1 a n d  gas s e r v i c e  b u s i n e s s  

f o r  b o t h  the e m p l o y e e  a n d  e m p l o y e r .  D r e s s e r  Atlas' l a r g e s t  

A l a s k a n  c o r e  of o p e r a t i o n  is on t h e  N o r t h  Slope. Our e m p l o y e e s  

w o r k  o n e  w e e k  on d u t y  a n d  o n e  w e e k  off. D u r i n g  the w e e k  on, o u r  

e m p l o y e e s  m a y  be d i s p a t c h e d  t o  a r e m o t e  l o c a t i o n  w h e r e  t h e y  

m a y  r e m a i n  on s t a n d b y  w a i t i n g  in a c a mp, sleep i n g ,  e a t i n g  or 

r e l a x i n g  for h o u r s  b e f o r e  t h e y  a r e  a c t u a l l y  c a l l e d  for to p e r f o r m  

t h e  w e l l  l o g g i n g  o r  p e r f o r a t i n g  s e r v i c e s .  O f t e n  the d i r e c t  t r u e  

p r o d u c t i v e  w o r k i n g  t i m e  on t h e  j o b  is m i n i m a l  c o m p a r e d  !-o the 

u n p r o d u c t i v e  w a i t i n g  time. T h e  n a t u r e  of the oil and g a s  s e r v i c e  

b u s i n e s s  m a k e s  w o r k  h o u r s  n e x t  t o  i m p o s s i b l e  to p r e d i c t .  T h e
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u n p r e d i c t a b i l i t y  of the A r c t i c  w e a t h e r  and n o r m a l  d r i l l i n g  

p r o b l e m s  c r e a t e s  a c t u a l  j o b  t i m i n g  m e r e l y  g u e s s  w o rk. T h i s  

i n h e r e n t  i n d u s t r y  p r o b l e m  is f u l l y  a p p r e c i a t e d  b y  all t h a t  h a v e  

k n o w l e d g e  of t h e  b u s i n e s s .

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

to t h i s  w o r k  e n v i r o n m e n t .  F i r s t  of all, it g u a r a n t e e s  the 

e m p l o y e e s  a b a s e  s t e a d y  i n c o m e ,  e v e n  w h e n  t h e y  a r e  o f f  d u t y  at 

t h e i r  h o m e s .  O u r  a v e r a g e  S e n i o r  O p e r a t o r  w a s  g u a r a n t e e d  $ 5 3 0 . 0 0  

p e r  w e e k  in 1981 w h e t h e r  t h e y  w e r e  off d u t y  or on duty. T h i s  

e n a b l e d  t h e m  to m a i n t a i n  s t a n d a r d  i n c o m e  l e v e l s  e v e n  w h e n  they 

w e r e  o f f  w o r k  w h e t h e r  it b e  d u e  to  t h e i r  d a y s  o f f  or low a c t i v i t y  

p e r i o d s  w h i c h  a r e  i n h e r e n t  to o u r  b u s i n e s s .  W h e n  t h e y  w e r e  on 

the job, t h e y  r e c e i v e d  a g u a r a n t e e d  16 h o u r s  per day, C . O . L . A . ,  

i s o l a t e d  l o c a t i o n  a l l o w a n c e  a n d  job b o n u s e s .  In 1981, o u r  a v e r a g e  

O p e r a t o r  m a d e  $ 6 0 , 6 7 8 . 0 0  a n d  a S e n i o r  O p e r a t o r  m a d e  $ 6 7 , 8 2 9 . 0 0 .  

P l e a s e  k e e p  in m i n d  t h i s  is u n s k i l l e d  labor, m o s t  of w h i c h  is 

h i r e d  in A l a s k a .  T h e y  a r e  a l s o  m a k i n g  o v e r  d o u b l e  w h a t  t h e i r  

L o w e r  48 c o u n t e r p a r t s  m a k e  a n d  h a v e  m u c h  m o r e  p e r s o n a l  t i m e  off. 

T h e r e  w a s  a l s o  n e v e r  a c o m p l a i n t  a b o u t  the f l u c t u a t i n g  w o r k  w e e k  

s y s t e m  cr>d e a c h  e m p l o y e e  w a s  w e l l  v e r s e d  on  c o m p u t a t i o n  of 

hi s  e a r n i n g s .

T h e  u n p r e d i c t a b l e  n a t u r e  of h o u r s  a n d  r e m o t e n e s s  m a k e s  

it v i r t u a l l y  i m p o s s i b l e  t o  h i r e  a d d i t i o n a l  p e r s o n n e l  to s p r e a d  

o u t  the t o t a l  h o u r s  o v e r  m o r e  e m p l o y e e s .  As a b u s i n e s s m a n ,  w h a t  

w o u l d  y o u  t h i n k  a b o u t  c h a n g i n g  o u t  y o u r  e m p l o y e e s  e v e r y  e i g h t
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h o u r s  w h e n  t h e  s h i f t  c o m i n q  in h a d  b e e n  s l e e p i n g  in a c a m p  for 

t h e i r  e i g h t  h o u r s  of w o r k ?  A n d  w h a t  a b o u t  the h i g h  c o s t  of 

f l y i n g  the p e r s o n n e l  b a c k  a n d  f o r t h  e v e r y  e i g h t  h o u r s  a n d  the 

s a f e t y  i m p l i c a t i o n s  of f l y i n g  in A l a s k a ,  f r a n k l y ,  it is t o t a l l y  

u n a c c e p t a b l e ;  b o t h  e c o n o m i c a l l y  a n d  f r o m  a s a f e t y  s t a n d p o i n t .

T h r o u g h  s o m e  i n f i n i t e  w i s d o m ,  the A l a s k a  D e p a r t m e n t  of 

L a b o r  d e t e r m i n e d  i t  s h o u l d  a b o l i s h  the f l u c t u a t i n g  w o r k  w e e k  

system. D r e s s e r  A t l a s  w a s  n o t  a s k e d ,  or  any o t h e r  c o m p a n y  to 

my k n o w l e d g e ,  o u r  o p i n i o n  o f  t h e  u s e  of the f l u c t u a t i n g  w o r k  

w e e k  s y s t e m  in d e t e r m i n i n g  w h y  it s h o u l d  be  b a n n e d .  It s e e m s  

i n c r e d i b l e  to me, h o w  o n e  s t a t e  a g e n c y  c o u l d  m a k e  a j u d g e m e n t  

on the v a l i d i t y  o f  a p a y  p l a n  t h a t  is a c c e p t a b l e  in t h e  o t h e r  

f o r t y - n i n e  s t a t e s  a n d  a p p r o v e d  b y  tne F e d e r a l  G o v e r n m e n t .  S u c h  

a g r o s s  a d j u s t m e n t  f r o m  t h e  n o r m a l  a c c e p t e d  and p r o v e n  w a y  of 

d o i n g  t h i n g s  in t h e  U n i t e d  S t a t e s  w o u l d  a p p e a r  to me to b e  a 

r e s p o n s i b i l i t y  of  the s t a t e  l e g i s l a t u r e .

To m a k e  m a t t e r s  w o r s e ,  t h e  A l a s k a  D e p a r t m e n t  of  L a b o r  

d i d  n o t  n o t i f y  o u r  c o m p a n y  or  a n y  o t h e r  c o m p a n y ,  to my 

k n o w l e d g e ,  of the f l u c t u a t i n g  w o r k  w e e k  a b o l i s h m e n t .  D r e s s e r  

A t l a s  m a n a g e m e n t  a n d  c o r p o r a t e  m a n a g e m e n t  has a b s o l u t e l y  n o  

r e c o r d  or k n o w l e d g e  of  a n y  c o r r e s p o n d e n c e  e i t h e r  w r i t t e n  or 

o r a l  f r o m  the A l a s k a  D e p a r t m e n t  of L a b o r  i n f o r m i n g  us of s u c h  

a d r a s t i c  c h a n g e  in w a g e  a d m i n i s t r a t i o n .  A t t o r n e y s  on  s e v e r a l  

o c c a s i o n "  h a v e  f o r m a l l y  r e q u e s t e d  th a t  the A l a s k a  D e p a r t m e n t  

of L a b o r  f u r n i s h  c o r r e s p o n d e n c e  r e c o r d s  d e p i c t i n g  the
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D e p a r t m e n t ' s  n o t i c e s  b e f o r e  a n d  a f t e r  the r e g u l a t i o n .  T h e  o n l y  

c o r r e s p o n d e n c e  d i s c o v e r e d  w a s  a s h o r t  h e a r i n g  n o t i c e  p u b l i s h e d  

in t h e  A n c h o r a g e  D a i l y  N e w s  o n  A u g u s t  30, 31 and S e p t e m b e r  1 of 

1978. It is a l s o  i n c r e d i b l e  t h a t  the w o r d s  f l u c t u a t i n g  w o r k  

w e e k  w e r e  n o t  m e n t i o n e d  in the s m a l l  p r i n t  c o m m o n  to p u b l i c  

h e a r i n g  n o t i c e s .

T h i s  e n t i r e  m a t t e r  d i d  n o t  c o m e  to D r e s s e r ' s  a t t e n t i o n  

u n t i l  the D e p a r t m e n t  of L a b o r  f i l e d  a $4 ,000 s u i t  a g a i n s t  D r e s s e r  

S w a c o  in 1979 for an e m p l o y e e  w h o  w a s  p a i d  u n d e r  the f l u c t u a t i n g  

w o r k  w e e k  plan. D r e s s e r  c h o s e  to c h a l l e n g e  the D e p a r t m e n t  of 

L a b o r ' s  s u i t  r e g a r d i n g  t h e  v a l i d i t y  of the r e g u l a t i o n .  W h e n  

l o s i n g  in the S t a t e  S u p r e m e  C o u r t ,  D r e s s e r  i m m e d i a t e l y  h a d  no 

c h o i c e  b u t  t o  b o w  d o w n  a n d  s u b m i t  to  the A l a s k a  D e p a r t m e n t  of 

L a b o r ' s  r e g u l a t i o n  p r o h i b i t i n g  the u s e  of the f l u c t u a t i n g  w o r k  

w e e k  pay plan. W e  c h a n g e d  p a y  p l a n s  s e v e n  w e e k s  a f t e r  the 

S t a t e  S u p r e m e  C o u r t  r u l i n g .  W i t h i n  o n e  m o n t h  a f t e r  c h a n g i n g  

p a y  pl a n s ,  we  w e r e  s e r v e d  a s u m m o n s  in the f o r m  o f  a c l a s s  

a c t i o n  l a w s u i t .  W i t h i n  a v e r y  few m o n t h s ,  four o t h e r  c o m p a n i e s  

w e r e  s e r v e d  c l a s s  a c t i o n  s u i t s  for p a s t  use of the f l u c t u a t i n g  

w o r k  w e e k  plan. T h e s e  s u i t s  a r e  a l l  b e i n g  h a n d l e d  by o n e  l a w  

firm. T w o  of t h e s e  s u i t s  a l o n e  called for j u d g e m e n t s  in e x c e s s  

of t h i r t y  f i v e  (35) m i l l i o n  d o l l a r s !

A n  /vlaska D e p a r t m e n t  of L a b o r  s p o k e s m a n  h a s  e s t i m a t e d  

t h a t  t h e r e  m a y  b e  u p  to 90 c o m p a n i e s  a f f e c t e d  w i t h  an e x c e s s  

of 100 m i l l i o n  d o l l a r s  in l i a b i l i t y .
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H.B. 223 w o u l d  p r o h i b i t  r e t r o a c t i v e  r e c o v e r y  by 

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

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

a p p e a l e d  in t h e  c o u r t s .

I e n c o u r a g e  y o u  t o  s t r o n g l y  c o n s i d e r  the p o s s i b l e  

c o n s e q u e n c e s  if H.B. 223 d o e s  n o t  pass. It w o u l d  c r e a t e  a 

d e f i n i t e  w i n d f a l l  p r o f i t  f o r  m a n y  p a s t  a n d  p r e s e n t  e m p l o y e e s .  

D e f i n i t e  w i n d f a l l ,  b e c a u s e  f a c t s  p r o v e  t h e s e  e m p l o y e e s  w e r e  

p a i d  f a i r  a n d  e q u i t a b l e  w a g e s ,  w h i c h  w e r e  f u l l y  a g r e e d  u p o n  

and e x p e c t e d  b y  o u r  e m p l o y e e s .  W h o  e l s e  m a y  p r o f i t ?  O n e  law 

firm! W h a t  is 3 3 . 3 %  of 100 m i l l i o n  d o l l a r s ?

I c a n n o t  s a y  I e n j o y  b e i n g  h e r e  tod a y .  I h a v e  a b u s i n e s s  

to r u n  as y o u  d o  a s t a t e  g o v e r n m e n t .  P l e a s e  k e e p  in m i r d  t h a t  my  

f i r m  a n d  m a n y  o t h e r s  h a v e  a lot to lo s e  o n  th i s  i s s u e  a n d  the 

o p p o s i t i o n  h a s  o n l y  t o  g a in. To  c o n c l u d e ,  I m u s t  a d d  t h a t  it is 

t o t a l l y  i r o n i c  t h a t  in t h e  S t a t e  of A l a s k a  u n d e r  the f l u c t u a t i n g  

w o r k  w e e k  p l a n ,  D r e s s e r  h a d  t h e  l o w e s t  t u r n o v e r  r a t e  of o p e r a t o r s  

in a l l  of t h e  U n i t e d  S t a t e s .  But y e t  it is the o n l y  s t a t e  w h e r e  

t h i s  f a i r  a n d  j u s t  p a y  p l a n  h a s  b e e n  b a n n e d  a n d  c o n s e q u e n t l y  

o u r  b u s i n e s s  s t a n d s  in f i n a n c i a l  jeopa r d y .

I feel y o u r  f a i r  a n d  m o r a l  j u d g e m e n t  w i l l  le a d  y o u  to 

s u p p o r t  H.B. 223.

T h a n k  y o u  for t h i s  o p p o r t u n i t y  to t e s t i f y .
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House of Representatives

TO: Representative Walt Furnace

FROM: Representative Barbara Lacher

SUBJECT: HB 236

DATE: March 21, 1983

Unlike many other states, Alaska does not have a legal definition of 
"trade or commerce" which includes real property. Without the needed 
definition and clear legislative direction, the Alaska courts have 
declined to apply the existing Fair Trade and Commerce Statutes to real 

property transactions, particularly involving sales in subdivisions.

There are clear cases of fraud involving real property transactions in 
the state that the Department of Law has not prosecuted because of the 
absence of legislative direction. The materials you have been provided 
describe in detail the type of situations that this legislation will 
remedy.

Connie Cipe, Chief of the State Consumer Protection Division, Department 
of Law, and the Mat-Su Borough attorney, both of whom have been involved 
in trying to assist people who have been victims of fraud or 
misrepresentation, drafted the legislation.

I'm sure you will find HB 236 to be needed legislation and that 
enactment will be of major benefit to purchasers of property in 
subdivisions.
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M a t a n u s k a - S u s i t n a  B o r o u g h
BO .. B, PALMER, ALASKA 99645 • PHONE 745-3£S§l

BOROUGH ATTORNEY'S OFFICE

F e b r u a r y  8, 19 8 3

T h e  H o n o r a b l e  B a r b a r a  L a c h e r  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  B a r b a r a :

T h e  r e c e n t  S u p r e m e  C o u r t  d e c i s i o n  of B r o w n  v . S t a t e  of 
A l a s k a , O p i n i o n  No. 2 5 9 i  ( D e c e m b e r  3, 1982) e f f e c t i v e l y  l i m i t s  
t n e  U n f a i r  T r a d e  P r a c t i c e s  and C o n s u m e r  P r o t e c t i o n  A c t  b y  e x­
c l u d i n g  r e a l  e s t a t e  d e v e l o p m e n t  t r a n s a c t i o n s .

T h e  B r o w n c a s e  i n v o l v e d  a l l e g e d  f r a u d u l e n t  m i s r e p r e­
s e n t a t i o n s  t o  p u r c h a s e r s  of lots in W i n d s o n g  S u b d i v i s i o n  i n  the 
U a t a r . u s k a - S u s i t n a  B o r o u g h ,  t h a t  f l o o d i n g  p o s s i b i l i t i e s  w e r e  
r e m o t e  a n d  t h a t  f l o o d  a n d  m o r t g a g e  i n s u r a n c e  w a s  a v a i l a b l e .  
P u r c h a s e r s  w e r e  g i v e n  t h e  s e c o n d  p a g e  of  t h e  W i n d s o n g  S u b d i v i s i o n  
p l a t ,  .but t h e y  n e v e r  r e c e i v e d  t h e  f i r s t  page, w h i c h  h a d  a £lo_od 
w a r n i n g  n o t a t i o n  p l a c e d  on i t  b y  the P l a t t i n g  B o a r d .  A l t h o u g h  
the A r m y  C o r p s  of E n g i n e e r s  c o n c l u d e d  t h a t  t h e  s u b d i v i s i o n  w a s  in 
a h i g h - n a z a r d  a r ea, t h e  d e v e l o p e r  r e p r e s e n t e d  t h a t  e x p e r t s ,  
i n c l u d i n g  t h e  C o r p s ,  h a d  c o n c l u d e d  t h e  p o s s i b i l i t y  of f l o o d i n g  
w a s  r e m o t e .

T h e  S u p r e m e  C o u r t  r u l e d  t h a t  t h e  s c o p e  of the U n f a i r  
T r a d e  P r a c t i c e s  A c t  d i d  n o t  i n c l u d e  t h e  s a l e  of real p r o p e r t y .  
T h e  d e c i s i o n  was b a s e d  on s t a t u t o r y  i n t e r p r e t a t i o n .  T h e  C o u r t  
n o t e d  that, u n l i k e  c e r t a i n  o t h e r  s t a t e s ,  A l a s k a  did n o t  h a v e  a 
d e f i n i t i o n  o f  " t r a d e  o r  commerce." w h i c h  i n c l u d e s  re a l  p r o p e r t y .  
It n o t e d  t h a t  n o n e  of the list of p r o h i b i t e d  a c t s  in A.S. 45. 
5 0 . 4 7 1  m e n t i o n s  r e a l  p r o p e r t y .  W i t h o u t  c l e a r  l e g i s l a t i v e  
d i r e c t i o n ,  t h e  C o u r t  d e c l i n e d  to  a p p l y  the A c t  t o  real p r o p e r t y  
t r a n s a c t i o n .

T h i s  d o e s  n o t  e n t i r e l y  e l i m i n a t e  r e m e d i e s  for a 
p u r c h a s e r  o f  a lot b a s e d  on  f r a u d u l e n t  m i s r e p r e s e n t a t i o n s .  T h e  
U n i f o r m  L a n d  S a l e s  P r a c t i c e s  Act, A.S. 3 4 . 5 5 . 0 0 4 — 3 4 . 5 5 . 0 4 6  
p r o v i d e s  f o r  i n d i v i d u a l  r e l i e f .  H o w e v e r ,  in the B r o w n  case, the 
C o u r t  f c u n a  that t h e  S t a t e  c o u l d  n o t  sue t h e  d e v e l o p e r  d i r e c t l y  
f o r  fraud, b u t  h a d  to b r i n g  s u i t  as r e p r e s e n t a t i v e  o f  d e f r a u d e d  
c o n s u m e r s ,  " i n  t h e  n a t u r e  of a c l a s s  a c t i o n . "  T h i s  r e q u i r e s  
c o s t l y  and t i m e - c o n s u m i n g  s t e p s  to a s s u r e  i n d i v i d u a l  n o t i c e s  t o  
a ll c o n s u m e r s ,  w h o  t h e n  m a y  be t r e a t e d  as p a r t i e s  in t h e  l a w s u i t .



C o m m o n  law f r a u d  is a l s o  a b a s i s  for suit. H o w e v e r ,
t h i s  d o e s  n o t  p r o v i d e  f o r  the c l e a r  . a u t h o r i t y  of t h e  A t t o r n e y
G e n e r a l  t o  p r o s e c u t e  f r a u d u l e n t  l a n d  d e v e l o p e r s  and o b t a i n  
i n j u n c t i v e  r e l i e f  i n  t h e  m a n n e r  p r o v i d e d  b y  t h e  U n f a i r  T r a d e  
P r a c t i c e s  Act.

T h e  r e s u l t  of t h e  B r o w n  d e c i s i o n  m a y  be t o  e l i m i n a t e
a n y  e a s y  r e m e d y  to a h o m e o w n e r  w h o  p u r c h a s e s  a h o m e  b a s e d  on
k n o w i n g ,  f r a u d u l e n t  m i s r e p r e s e n t a t i o n s .  The C o n s u m e r  P r o t e c t i o n  
D i v i s i o n  o f  t h e  D e p a r t m e n t  of  Law h a s  d e c l i n e d  to p u r s u e  a r e c e n t  
c a s e  in t h i s  B o r o u g h  i n v o l v i n g  p o s s i b l e  f r a u d  in the s a l e  of
h o m e s  t o  c o n s u m e r s  i n  t h i s  B o r o u g h .  A l t h o u g h  s y m p a t h e t i c ,  t h a t  
o f f i c e  i n d i c a t e d  t h a t  the p r o b l e m s  c r e a t e d  by t h e  B r o w n  d e c i s i o n  
w o u l d  m a k e  it i n a d v i s a b l e  t o  use its s c a r c e  l e g a l  r e s o u r c e s  o n  
s u c h  a p r o b l e m .

T h e  a t t a c h e d  b i l l  has b e e n  d r a f t e d  to  r e c t i f y  t h i s  
p r o b l e m .  It i n c l u d e s  a d e f i n i t i o n  for " t r a d e  or  c o m m e r c e "  
s i m i l a r  t o  t h a t  in the M a s s a c h u s e t t s  c o n s u m e r  act of s i m i l a r  
n a t u r e .  T h e  b i l l  w a s  p r e p a r e d  a f t e r  c o n s u l t a t i o n  w i t h  C o n n i e
S i p e  a t  the S t a t e  C o n s u m e -  P r o t e c t i o n  D i v i s i o n ,  w h o  p r o v i d e d  
v a l u a b l e  c o m m e n t .  The b i ll, as  p r o p o s e d ,  w o u l d  p r o v i d e  the
l e g i s l a t i v e  d i r e c t i o n  w h i c h  the S u p r e m e  C o u r t  h a s  f o u n d  t o  be
a b s e n t .

I w o u l d  be h a p p y  uo  d i s c u s s  tJ'is m a t t e r  f u r t h e r  at y o u r  
c o n v e n i e n c e .  —

S t e v e n  H. M o r r i s s e t t  
B o r o u g h  A t t o r n e y

er
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Sec. 45.50.450. Violations constituting misdemeanor. Every 
person, in addition to the other penalties provided in AS 45.50.330 — 
45.50.460, who violates or who procures, or aids or abets in the 
violating of AS 45.50.330 — 45.50.460, or who conspires to make 
ineffectual a valid order or decision of a court in the enforcement of AS 
45.50.330 — 45.50.460, or who procures, conspires with, or aids or abets 
any person in his failure to obey the provisions of AS 45.50.330 — 
45.50.^*60, or to make ineffectual an order of a court in connection with 
the enforcement of AS 45.50.330 — 45.50.460 is guilty of a 
misdemeanor, and upon conviction is punishable by a fine of not more 
than S500, or by imprisonment in jail for not more than six months, or 
by both. (§ 35-2-100 ACLA 1949)

Sec. 45.50.460. Definition of sale for single use. The owner, 
holder, or person having control of a copyrighted work is considered to 
sell and part with the right to further restrict the use of the copyrighted 
work if (1) he sells the right to the single use of it; (2) its sole value is 
in its use for public performance for profit; and (3) he receives 
consideration for it, either inside or outside the state. (§ 35-2-92 ACLA 
1949)

Article 4. Unfair Trade Practices and Consumer Protection.
Section
471. U n law fu l nets and practices
472. Ju n k  telephone c a lls  '
481 . Exem ptions
491. Regulations
495. Investig ative  power of attorney 

general
501. R estra in ing  prohibited acts
511. Assurances of vo lu n ta ry  com pliance

S ectio n

521. W hen inform ation nnd evidence 
confidential and nonadm issib le  

531 P riva te  nnd c lass actions
541. N onnegotinb ilily  of consum er paper

542. W aive r
545. In terpretation  
551. Pena lties 
5G1. D efin itions

R e p e a l o f fo rm e r  a r t ic le . — Section 1, 
ch . 24G, S L A  1970, repealed form er A rt ic le
4 . entitled "F a lse  or M isleading 
A d vertis in g ."  T h e  form er a rtic le  consisted 
o f §5 45.50.470 — 45 .50 .510 nnd derived 
from ch. BG. S L A  1961.

C o n s t itu t io n a lit y . — Absent a h istory 
or strong like lihood of uneven application , 
th is  a rtic le  cannot be said to be 
unconstitu tio na lly  vague. S la te  v O 'N eill 
Investigations, In c ., Su p . C l .  Op. No. 2053 
(F i le  Nos. 4109. 41G5), 609 P .2d  520 
(1980).

A n y  defects in the constitutional 
su ffic iency of the w arn in g  provided by th is 
a rt ic le  is cured by au tho rita tive

ad m in istra tive  in te rp re ta tio ns of the 
Federal T rad e  Com m ission w hich  c la r ify  
obscurities or resolve am b ig u ities . S la te  v, 
O 'N eill In vestig ations, In c ., Sup. C t. Op. 
No. 2053 (F i le  Nos. 4109, 4165), 609 P .2d 
520 (1980).

L ib e ru l c o n s t ru c t io n . — T h e  
provis.ans of th is a rt ic le  should not be 
s tric tly  construed, for it is basic th a t  
rem edial c iv il statutes are  to be accorded a 
libera l construction. State  v. O 'N e ill 
Investigations. Inc ., Sup . C t. Op. No. 2053 
(F i le  Nos. 4109, 4 )651 , G09 P .2d 520 
(1980).

T h is  a r t ic le  a p p lie d , is  no t a p e n a l 
s ta tu te . S ip  « v. O 'N e ill Investig a tio ns ,
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In c ., Sup . C t. 0 , . .  N "  13 (F i le  N os. 4109. does not w ith d raw  the a c tiv it ie s  of
41651, 609 P.2d 520 (19.. J ) . independent debt collection agencies from

T h is  a r t ic le  e m b ra ce s  in d e p e n d e n t the  scope of the U n fa ir  T rad e  P ractice s and
d e b t co lle c t io n  p ra c t ic e s . S ta te  v Consum er Protection A c t. State  v . O 'N e ill
O 'N e ill Investigations, In c ., Sup. C t . Cp . In vestig a tion s , In c ., Sup . C t. Op. No. 2053
No. 2053 (F ile  Nos. 4109, 4165), 609 P.2d (F i le  Nos. 4109 , 4165), 609 P .2d  520
520 (1980). (1980).

T h e  exemption clause of A S  45.50 .481(1)

S e c .  4 5 .5 0 .4 7 1 .  U n l a w f u l  a c t s  a n d  p r a c t i c e s ,  (a) U n f a i r  m e t h o d s  
o f  c o m p e t i t i o n  a n d  u n f a i r  o r  d e c e p t iv e  a c t s  o r  p r a c t i c e s  in  t h e  c o n d u c t  
o f  t r a d e  or  c o m m e r c e  a r e  d e c la re d  to  b e  u n l a w f u l .

(b) T h e  t e r m s  " u n f a i r  m e th o d s  o f  c o m p e t i t i o n ” a n d  " u n f a i r  o r  
d e c e p t iv e  a c t s  o r  p r a c t i c e s "  in c lu d e ,  b u t  a r e  n o t  l im i t e d  to ,  t h e  fo l lo w in g  
ac ts :

(1) f r a u d u l e n t l y  c o n v e y in g  or  t r a n s f e r r i n g  goods  o r  s e rv ic e s  by  
r e p r e s e n t i n g  t h e m  to be  t h o s e  of  a n o t h e r ;

(2) f a ls e ly  r e p r e s e n t i n g  o r  d e s i g n a t i n g  t h e  g e o g r a p h ic  o r ig in  of  
go o d s  or  s e rv ic e s ;

(3) c a u s i n g  a  l ik e l ih o o d  o f  co n fu s io n  or  m i s u n d e r s t a n d i n g  a s  to  t h e  
s o u rc e ,  s p o n s o r s h ip ,  o r  a p p r o v a l ,  o r  a n o t h e r  p e r s o n 's  a f f i l i a t io n ,  
c o n n e c t io n ,  o r  a s s o c ia t io n  w i t h  or c e r t i f i c a t i o n  o f  goods  or  s e rv ic e s ;

(4) r e p r e s e n t i n g  t h a t  goods  o r  s e rv ic e s  h a v e  s p o n s o r s h ip ,  a p p r o v a l ,  
c h a r a c t e r i s t i c s ,  i n g r e d i e n t s ,  u se s ,  b e n e f i t s ,  o r  q u a r t i t i e s  t h a t  t h e y  do 
n o t  h a v e  o r  t h a t  a p e r s o n  h a s  a  s p o n s o r s h ip ,  a p p r o v a l ,  s t a t u s ,  
a f f i l i a t io n ,  o r  c o n n e c t io n  t h a t  h e  d o e s  n o t  h a v e ;

(5) r e p r e s e n t i n g  t h a t  g o o d s  a r e  o r ig in a l  o r  n e w  if  t h e y  a r e  
d e t e r i o r a t e d ,  a l t e r e d ,  r e c o n d i t io n e d ,  r e c l a im e d ,  u se d ,  s e c o n d h a n d ,  o r  
se co n d s ;

(6) r e p r e s e n t i n g  t h a t  g o o d s  o r  s e rv ic e s  a r e  o f  a  p a r t i c u l a r  s t a n d a r d ,  
q u a l i t y ,  o r  g r a d e ,  o r  t h a t  goods  a r e  o f  a  p a r t i c u l a r  s ty l e  o r  m o d e l ,  i f  th e y  
a r e  o f  a n o t h e r ;

(7) d i s p a r a g i n g  t h e  goods ,  se rv ic e s ,  o r  b u s i n e s s  of a n o t h e r  by  f a l s e  or  
m i s l e a d in g  r e p r e s e n t a t i o n  o f  fact;

(8) a d v e r t i s i n g  goods  o r  s e rv ic e s  w i t h  i n t e n t  n o t  to  se ll  t h e m  a s  
a d v e r t i s e d ;

(9) a d v e r t i s i n g  goods o r  s e rv ic e '  w i th  i n t e n t  n o t  to  s u p p ly  r e a s o n a b l e  
e x p e c t a b le  p u b l ic  d e m a n d ,  un ' . - s s  t h e  a d v e r t i s e m e n t  p r o m i n e n t l y  
d isc lo se s  a  l im i t a t i o n  of  q u a n t i t y ;

(10) m a k i n g  fa lse  o r  m is l e a d in g  s t a t e m e n t s  o f  f a c t  c o n c e r n in g  th e  
r e a s o n s  for,  e x i s t e n c e  of, o r  a m o u n t s  o f  p r ic e  r e d u c t io n s ;

(11) e n g a g i n g  in  a m '  o t h e r  c o n d u c t  c r e a t i n g  a  l ik e l ih o o d  of  c o n fu s io n  
o r  o f  m i s u n d e r s t a n d i n g  a n d  w h ic h  m i s l e a d s ,  d e c e iv e s  or  d a m a g e ;  a 
b u y e r  or a c o m p e t i to r  in  c o n n e c t io n  w i t h  t h e  s a l e  o r  a d v e r t i s e m e n t  o f  
goods  or s e rv ic e s ;

(12) u s i n g  o r  e m p lo y in g  d e c e p t io n ,  f r a u d ,  fa lse  p r e t e n s e ,  fa lse  
p ro m ise ,  m i s r e p r e s e n t a t i o n ,  o r  k n o w in g ly  c o n c e a l in g ,  s u p p r e s s in g ,  o r
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omitting a material fact with intent that others rely upon the 
concealment, suppression or omission in connection with the sale or 
advertisement of goods or services whether or not a person has in fact 
been misled, deceived or damaged;

(13) failing to deliver to the customer at the time of an installment 
sale of goods or services, a written order, contract, or receipt setting out 
the name and address of the seller and the name and address of the 
organization which he represents, and all of the terms and conditions 
of the sale, including a description of the goods or services, which shall 
be stated in readable, clear, and unambiguous language;

(14) representing that an agreement confers or involves rights, 
remedies or obligations which it does not confer or involve, or which are 
prohibited by law;

(15) knowingly making false or misleading statements concerning 
the need for parts, replacement, or repair service;

(16) misrepresenting the authority of a salesman, representative or 
agent to negotiate the final terms of a consumer transaction;

(17) basing a charge for repair in whole or in part on a guaranty or 
warranty rather than on the actual value of the actual repairs made or 
work to be performed on the item without stating separately the 
charges for the work and the charge for the guaranty or warranty, if 
any;

(18) disconnecting, turning back or resetting the odometer of a 
vehicle to reduce the number of miles indicated;

(19) using a chain referral sales plan by inducing or attempting to 
induce a consumer to enter into a contract by offering a rebate, 
discount, commission, or other consideration, contingent upon the 
happening of a future event, on the condition that the consumer either 
sells, or gives information or assistance for the purpose of leading to a 
sale by the seller of the same or related goods;

(20) selling or offering to sell a right of participation in a chain 
distributor scheme;

(21) selling, falsely representing or advertising meat, fish or poultry 
which has been frozen as fresh food;

(22) failing tu ^mply with AS 45.02.350;
(23) failing to comply with AS 45.45.130 — 45.45.240;
(24) counseling, consulting or arranging for future services relating 

to the disposition of a hody upon death whereby certain personal 
property, not including cemetery lots and markers, will be furnished or 
the professional services of a funeral director or embalmer will be 
furnished, unless the perron receiving money or property deposits the 
money or property and money or property is received, within five days 
of its re'eipt, in a trust in a financial institution wh >se deposits an' 
insured by an instrumentality of the federal government designating 
the institution as the trustee as a separate trust in tne name only if 
the person on whose behalf the arrangements are made with a
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provision that the money or property may only be applied to the 
purchase of designated merchandise or services and should the money 
or property deposited and any accrued interest not be used *■'r the 
purposes intended on the death of the person on whose behalf the 
arrangements are made, all money or property in the trust shall 
become part of his estate; upon demand by the person on whose behalf 
the arrangements are made, all money or property in the trust 
including accrued interest, shall be paid to him; this paragraph does 
not prohibit the charging of a separate fee for consultation, counseling 
or arrangement services if the fee is disclosed to the person making the 
arrangement; any arrangement under this paragraph which would 
constitute a contract of insurance under AS 2.1 is subject to the 
provisions of AS 21;

(25) failing to comply with the terms of the Alaska Gasoline 
Products Leasing Act (AS 45.50.800 — 45.50.850).

(c) The unlawful acts and practices listed in (b) of this section are in 
addition to and do not limit the types of unlawful acts and practices 
actionable at common law or under other state statutes.

(d) Repealed by § 21 ch 166 SLA 1978. (§ 2 ch 246 SLA 1970; am § 1 
ch 53 SLA 1974; am § 1 ch 138 SLA 1974; am § 1 ch 183 SLA 1975; 
am § 2 ch 146 SLA 1976; am § 3 ch 197 SLA 1976; am § 3 ch 234 SLA 
1976; am § 21 ch 166 SLA 1978)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  f i r s t  
1 9 7 6  a m e n d m e n t  a d d e d  p a r a g r a p h  ( 2 3 )  o f  
s u b s e c t i o n  ( b ) .

T h e  s e c o n d  1 9 7 6  a m e n d m e n t  a d d e d  
p a r a g r a p h  ( 2 4 )  o f  s u b s e c t i o n  ( b ) .

T h e  t h i r d  1 9 7 6  a m e n d m e n t  a d d e d  
p a r a g r a p h  ( 2 5 )  o f  s u b s e c t i o n  ( b ) .

T h e  1 9 7 8  a m e n d m e n t  r e p e a l e d  
s u b s e c t i o n  ( d ) ,  w h i c h  r e a d  " W h e n  a  p e r s o n  
i s  t r i e d  u n d e r  t h e  c r i m i n a l  p r o v i s i o n s  o f  
t h i s  c h a p t e r  f o r  e n g a g i n g  i n  a n  u n l a w f u l  
a c t  o r  p r a c t i c e  u n d e r  t h i s  c h a p t e r ,  i t  m u s t  
b e  s h o w n  t n a t  h e  a c t e d  k n o w i n g l y  a n d  
w i t h  i n t e n t . "

E d i t o r ' s  n o t e .  —  T h e  p a r a g r a p h  a d d e d  
t o  s u b s e c t i o n  ( b )  b y  § 3 ,  c h .  1 9 7 ,  S L A  1 9 7 6 ,  
w a s  d e s i g n a t e d  p a r a g r a p h  ( 2 3 )  , n  t h e  a c t .
T h e  p a r a g r a p h  a d d e d  t o  s u b s e c t i o  i  t b )  b y  
§ 3 ,  c h .  2 3 4 ,  S L A  1 9 7 6 ,  w a s  u  d g n a t e d  
p a r a g r a p h  ( 2 2 )  i n  t h e  a c t .

S e c t i o n  1 ,  c h .  2 3 4 ,  S L A  1 9 7 6  p n v i d e s :
" F i n d i n g s  o f  t h e  l e g i s l a t u r e  T h e  
l e g i s l a t u r e  f i n d s  a n d  d e c l a r e s  t h a t  s i r . c e  
t h e  d i s t r i b u t i o n  n n d  s a l e : . ,  ' h r o u r . h  Ic i s e  
a g r e e m e n t s ,  o f  g a s o l i n e  i n  t h e  s t o i c  v i t a l l y  
a f f e c t  t h e  e c o n o m y  o f  t h e  s t a l e  t h e  p u b l i c  
i n t e r e s t ,  w e l f a r e ,  a n d  t r a n s p o r t a t i o n ,  i t  i s  
n e c e s s a r y  t o  d e f i n e  t h e  r e l a t i o n s h i p s  a n d  
r e s p o n s i b i l i t i e s  o f  t h e  p a r l i e s  t o  c e r t a i n  
a g r e e m e n t s  p e r t a i n i n g  t o  l e a s i n g . "

L e g i s l a t i v e  h i s t o r y  r e p o r t .  —  F o r  
r e p o r t  o n  c h .  2 4 6 ,  S L A  1 9 7 0  ( F C C S  2 d  H C S  
C S S B  2 5 2 ) ,  s e e  1 9 7 0  H o u s e  J o u r n a l ,  p .  
1 5 4 6 ;  1 9 7 0  H o u s e  J o u r n a l  S u p p l e m e n t  N o .  
1 0 ;  1 9 7 0  S e n a t e  J o u r n a l ,  p .  1 2 9 5 .

T h i s  s t a t u t e  d i d  n o t  c h i l l  
c o n s t i t u t i o n a l l y  p r o t e c t e d  s p e e c h ,  
w h e r e  t h e  s p e e c h  i n  q u e s t i o n  i n v o l v e d  
c o m m u n i c a t i o n s  r e g a r d i n g  a l l e g e d  d e b t s  
n n d  t h u s  f e l l  w i t h i n  t h e  r u b r i c  o f  
c o m m e r c i a l  s p e e c h ,  w h i c h  e n j o y s  a  l e s s e r  
f i r s t  a m e n d m e n t  p r o t e c t i o n  t h a n  
n o n c o m m e r c i a l  s p e e c h .  S l a t e  v .  O ' N e i l l  
I n v e s t i g a t i o n s ,  I n c . ,  S u p .  C t .  O p .  N o .  2 0 5 3  
( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  6 0 9  P . 2 d  5 2 0  
( 1 9 8 0 ) .

S u b s e c t i o n  ( u )  n o t  v a g u e .  —  T h e  
w o r d s  o f  s u b s e c t i o n  ( a )  o f  t h i s  s e c t i o n  h a v e  
n  " w e l l - d e f i n e d "  m e a n i n g  i n  t h e  a r e a  o f  
t r a d e  r e g u l a t i o n  a n d  a r c  t h e r e f o r e  n o t  
v a g u e .  S l a t e  v .  O ' N e i l l  I n v e s t i g a t i o n s ,  
I n c . ,  S u p .  C l .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  
4 1 6 5 ) ,  6 0 9  P . 2 d  5 2 0  ( 1 9 8 0 ) .

T w o  e l e m e n t s  m u s t  b e  p r o v e d  t o  
e s t a b l i s h  a  p r i n i n  f a c i e  c a s e  o f  u n f a i r  
o r  d e c e p t i v e  a c t s  o r  p r a c t i c e s  u n d e r  t h e  
a c t ;  ( 1 )  t h a t  t h e  d e f e n d a n t  i s  e n g a g e d  i n  
t r a d e  o r  c o m m e r c e ;  a n d  ( 2 )  t h a t  i n  t h e  
c o n d u c t  o f  t r a d e  o r  c o m m e r c e ,  a n  u n f a i r  
a c t  o r  p r a c t i c e  h a s  o c c u r r e d .  S l a t e  v .  
O ' N e i l l  i n v e s t i g a t i o n s ,  I n c . ,  S u p .  C t .  O p .
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N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 .  4 1 6 5 ) .  6 0 9  P . 2 d
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5 2 0  ( 1 9 8 0 ) .
W h e n  a c t  o r  p r a c t i c e  i s  d e c e p t i v e  o r  

u n f a i r .  —  A n  a c t  o r  p r a c t i c e  i s  d e c e p t i v e  
o r  u n f a i r  i f  i t  h a s  t h e  c a p a c i t y  o r  t e n d e n c y  
t o  d e c e i v e .  S t a t e  v .  O ’ N e i l l  I n v e s t i g a t i o n s ,  
I n c . .  . S u p .  C t .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  
4 1 6 5 ' .  6 0 9  P . 2 d  5 2 0 ( 1 9 8 0 ) .

A c t u a l  i n j u r y  a s  a  r e s u l t  o f  t h e  
d e c e p t i o n  i s  n o t  r e q u i r e d .  S t a t e  v .  
O ’N e i l l  I n v e s t i g a t i o n s ,  I n c . ,  S u p .  C t .  O p .  
N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 .  4 1 6 5 ) ,  6 0 9  P . 2 d  
5 2 0  ( 1 9 8 0 ) .

I n t e n t  t o  d e c e i v e  n e e d  n o t  b e  p r o v e d .  
S t a t e  v .  O ' N e i l l  I n v e s t i g a t i o n s ,  I n c . ,  S u p .  
C t .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  
6 0 9  P . 2 d  5 2 0  ( 1 9 8 0 ) .

T e s t i m o n y  o f  c o n s u m e r s  t h a t  t h e y  
w e r e  m i s l e d  i s  s u f f i c i e n t  t o  s u s t a i n  a  
p r i m a  f a c i e  c a s e  o f  u n f a i r  a n d  d e c e p t i v e  
p r a c t i c e s .  S t a t e  v .  O ’ N e i l l  I n v e s t i g a t i o n s ,  
I n c . .  S u p .  C t .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  
4 1 6 5 ) ,  6 0 9  P . 2 d  5 2 0  ( 1 9 8 0 ) .

A n  a c t  o r  p r a c t i c e  n e e d  n o t  b e  
d e c e p t i v e  t o  b e  u n f a i r .  S l a t e  v .  O ' N e i l l  
I n v e s t i g a t i o n s .  I n c . ,  S u p .  C l .  O p .  N o .  2 0 5 3  
( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  6 0 9  P . 2 d  5 2 0  
( I 9 6 0 ) .

U n f a i r n e s s  w i l l  b e  d e t e r m i n e d  b y  n  
v a r i e t y  o f  f a c t o r s ,  i n c l u d i n g :  ( j ) w h e t h e r  
t h e  p r a c t i c e ,  w i t h o u t  n e c e s s a r i l y  h a v i n g  
b e e n  p r e v i o u s l y  c o n s i d e r e d  u n l a w f u l  
o f f e n d s  p u b l i c  p o l i c y  a s  i t  h a s  b e e n  
e s t a b l i s h e d  b y  s t a t u t e s ,  t h e  c o m m o n  l a w ,  
o r  o t h e r w i s e  —  w h e t h e r ,  i n  o t h e r  w o r d s ,  i t  
i s  w i t h i n  a t  l e a s t  t h e  p e n u m b r a  o f  s o m e  
c o m m o n  ’. a w ,  s t a t u t o r y ,  o r  o t h e r  
e s t a b l i s h e d  c o n c e p t  o f  u n f a i r n e s s ;  ( 2 )  
w h e t h e r  i t  i s  i m m o r a l ,  u n e t h i c a l ,  
o p p r e s s i v e ,  o r  u n s c r u p u l o u s :  ( 3 )  w h e t h e r  i t  
c a u s e s  s u b s t a n t i a l  i n j u r y  t o  c o n s u m e r s  o r  
c o m p e t i t o r s  o r  o t h e r  b u s i n e s s m e n .  S t a l e  v.  
O ' N e i l l  I n v e s t i g a t i o n s ,  I n c . ,  S u p .  C t .  O p .  
N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  6 0 9  P . 2 d  
5 2 0  0 9 8 0 ) .

D e c e p t i v e  a n d  u n f n i r  a c t s  b y  
c o l l e c t i o n  a g e n c i e s .  —  T h r e a t s  b y  d e b t  
c o l l e c t i o n  a g e n c i e s  o f  i m m i n e n t  l e g a l  
a c t i o n  w h e n  n o  s u c h  a c t i o n  i s  a c t u a l l y

c o n t e m p l a t e d  i s  a  d e c e p t i v e  a c t  o r  p r a c t i c e .  
S t a t e  v .  O ' N e i l l  I n v e s t i g a t i o n s ,  I n c . ,  S u p  
C t .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  
6 0 9  P . 2 d  5 2 0  ( 1 9 8 0 ) .

H a r a s s m e n t  o f  d e b t o r s  b y  t e l e p h o n e  
c a l l s  t o  t h e m ,  t h e i r  r e l a t i v e s  o r  t h e i r  
e m p l o y e r s  c o n s t i t u t e s  a n  u n f a i r  a c t  o r  
p r a c t i c e .  S t a l e  v .  O ' N e i l l  I n v e s t i g a t i o n s ,  
I n c . .  S u p .  C t .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  
4 1 6 5 ) ,  6 0 9  P . 2 d  5 2 0  ( 1 9 8 0 ) .

A  m i s r e p r e s e n t a t i o n  b y  a  d e b t  c o l l e c t i o n  
a g e n c y  t h a t  f a i l u r e  t o  p a y  a n  a l l e g e d  d e b t  
w i l l  r e s u l t  i n  i m p a i r m e n t  o f  o n e ' s  c r e d i t  
r a t i n g  h a s  b e e n  h e l d  t o  b e  a n  u n f a i r  a n d  
d e c e p t i v e  a c i  o r  p r a c t i c e .  S t a t e  v .  O ’ N e i l !  
I n v e s t i g a t i o n s ,  I n c . .  S u p .  C t .  O p .  N o .  2 0 5 3  
( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  6 0 9  P . 2 d  5 2 0  
( 1 9 8 0 ) .

T h e  u s e  b y  c o l l e c t i o n  a g e n c i e s  o f  
s i m u l a t e d  l e g a l  d o c u m e n t s  o r  c o l l e c t i o n  
f o r m s  l a b e l l e d  " F i n a l  D e m a n d  B e f o r e  
L e g a l  A c t i o n "  w h e n  n o  l e g a l  a c t i o n  i s  i n  
f a c t  t a k e n  - u n s t i t u l e s  a  d e c e p t i v e  a c t .  
S t a t e  v .  O ’N e i l l  I n v e s t i g a t i o n s ,  I n c . ,  S u p .  
C t .  O p .  N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  
6 0 9  P . 2 d  5 2 0  ( 1 9 8 0 ) .

Q u o t e d  i n  S w e n s o n  T r u c k i  i g  &  
E x c a v a t i n g ,  I n c .  v .  T r u c k w e l d  E q u i p .  C o . ,  
S u p .  C t ,  O p .  N o .  2 0 0 8  ( F i l e  N o .  4 2 5 8 ) ,  6 0 4  
P . 2 d  1 1 1 3  ( 1 9 8 0 ) .

A m .  J u r .  2 d ,  A L R  a n d  C . . J . S ,  
r e f e r e n c e s .  —  3 2  A m .  J u r .  2 d .  F a l s e  
P r e t e n s e s ,  5 1  e l  s e q . ;  3 7  A . n .  J u r .  2 d ,  
F r a u d  n n d  D e c e i t ,  !; 4 1  c l  s i  q .

V a l i d i t y ,  c o n s t r u c t i o n ,  a  , d  e l f e c i  o f  s t a t e  
l e g i s l a t i o n  r e g u l a t i n g  o r  c o n t r o l l i n g  
" b a i b a n d - s w i t r h "  o r  " d i s p a r a g e m e n t "  
a d v e r t i s i n g  o r  s a l e s  p r a c t i c e s ,  5 0  A L R 3 d  
1 0 0 8 .

S c o p e  a n d  e x e m p t i o n s  o f  s t a l e  d e c e p t i v e  
t r a d e  p r a c t i c e  n n d  c o n s u m e r  p r o t e c t i o n  
a c t s .  8 9  A L R 3 d  3 9 9 .

P r a c t i c e s  f o r b i d d e n  b y  s t n l e  d e c e p t i v e  
t r a d e  p r a c t i c e  a n d  c o n s u m e r  p r o t e c t i o n  
a c t s .  8 9  A L R 3 d  4 4 9 .

3 5  C . J . S .  F a l s e  P r e t e n s e s  5 1 4 ;  3 7  C . J . S .  
F r a u d  1 5 4 ;  3 7  C . J . S .  F r a u d u l e n t
C o n v e y a n c e s  5 < 6 9 ,

§ 45.50.472

Sec. 45.50.472. Ju n k  telephone calls, (a) Making a junk 
telephone call without the prior written consent of the person called is 
unlawful.

(b) In this section "junk telephone call” means a telephone call made 
for the purpose of advertising through the use of a recorded 
advertisement.

(c) The provisions of AS 45.50.481 — 15.50.561 apply to this section. 
(§ 1 ch 17 SLA 1978)
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§ io.50.4Sl T r a d e  a n d  C o m m e r c e  § 45.50.495

Sec. 45.50.481. Exemptions. Nothing in AS 45.50.471—45.50.561 
applies to

(1) an act or transaction regulated under laws administered by the 
state, by any regulatory board or commission, or officer acting under 
statutory authority of the state or of the United States, unless the law 
regulating the act or transaction does not prohibit the practices 
declared unlawful in AS 45.50.471;

(2) an act done by the publisher, owner, agent, or employee of a 
newspaper, periodical or radio or television station in the publication 
or dissemination of an advertisement, when the owner, agent 
employee did not have knowledge of the false, misleading or decep' 
character of the advertisement or did not have a direct financial 
interest in the sale or distribution of the advertised product or service;

(3) an act or transaction regulated under AS 21.36 or AS 06.05 or 
any regulations promulgated under authority of those chapters. (§ 2 ch 
246 SLA 1970; am §§ 2, 3 ch 53 SLA 1974)

M e r e  r e g u l a t i o n  u n d e r  a  separate  T h i s  a r t i c l e  e m b r a c e s  i n d e p e n d e n t
a n d  d i s t i n c t  s t a t u t o r y  s c h e m e  s a t i s f i e s  d e b t  c o l l e c t i o n  p r a c t i c e s .  —  S e e  i . o l e
o n l y  o n e  p r o n g  o f  p a r a g r a p h  ( 1 )  o f  t h i s  u n d e r  t h i s  c a l c h l i n e  f o l l o w i n g  t h e  a r t i c l e
s e c t i o n :  u n f a i r  a c t s  a n d  p r a c t i c e s  a r e  a n a l y s i s .
e x e m p t  f r o m  t h e  p u r v i e w  o f  t h e  a c t  o r . l y  A L . l t  r e f e r e n c e s .  —  S c o p e  a n d
w h e r e  t h e  b u s i n e s s  i s  b o t h  r e g u l a t e d  e x e m p t i o n s  o f  s t a t e  d e c e p t i v e  t r a d e
e l s e w h e r e  a n d  t h e  u n f a i r  a c t s  a r . d  p r a c t i c e  n n d  c o n s u m e r  p r o t e c t i o n  a c t s ,  8 9
p r a c t i c e s  a r e  t h e r e i n  p r o h i b i t e d .  S t a l e  v .  A L R 3 d  3 9 9 .
O ' N e i l l  I n v e s t i g a t i o n s .  I n c . ,  S u p .  C t .  O p .
N o .  2 0 5 3  ( F i l e  N o s .  4 1 0 9 ,  4 1 6 5 ) ,  6 0 9  P . 2 d  
5 2 0  ( 1 9 8 0 ) .

Sec. 45.50.491. Regulations. The attorney general, in accordance 
with the Administrative Procedure AiL (AS 44.62), may adopt 
regulations interpreting and forms necessary for administering the 
provisions of AS 45.50.471 — 45.50.561. (§ 2 ch 246 SLA 1970; am g 4 
ch 53 SLA 1974)

Sec. 45.50.495. Investigative power of attorney general, (a) If 
the attorney general has cause to believe that a person has engaged in, 
is engaging in or is about to engage in, a deceptive trade practice under 
AS 45.50.471, he may

(1) request the person to file a statement or report in writing, under 
oath, on forms prescribed by him, setting nut all facts and 
circumstances concerning the sale or advertisement of property by the 
person, and other information considered necessary; *

(21 examine ur er oath any person in connection with the sale or 
advertisement of property;

(3) examine property or sample of the property, record, book, 
document, account or paper Lha: he considers necessary;

(4) make true copies of records, books, documents, accounts, or 
papers examined under (3) of this subsection which may be offered in 
evidence in place of the originals in actions brought under AS 
45.50.471 — 45.50.561; and
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(5) under an order of the superior court, impound samples of 
property which are material to his investigation and retain the sample 
until proceedings undertaken under AS 45.50.471 — 45.50.561 are 
completed.

(b) The attorney general, in addition to other powers conferred on 
him by this section, may issue subpoenas to require the attendance of 
witnesses or the production of documents or other physical evidence, 
administer oaths, and conduct hearings to aid an investigation or 
inquiry. Service of an order or subpoena shall be made in the same 
manner as a summons in a civil action in the superior court. (§ 5 ch 53 
SLA 1974)

Sec. 45.50.501. Restraining prohibited acts, (a) When the 
attorney general has reason to believe that a person has used, is using, 
or is about to use an act or practice declared unlawful in AS 45.50.471, 
and that proceedings would be in the public interest, he may bring an 
action in the name of the state against the person to restrain by 
injunction the use of the act or practice. The action may be brought in 
the superior court in the judicial district in which the person resides or 
is doing business or has his principal place of business in Alaska, or, 
with the consent of the parties, in any other judicial district in the 
state.

(b) The court may make additional orders or judgments that are 
necessary to restore to any person in interest any money or property, 
real or personal, which may have been acquired by means of an act or 
practice declared to be unlawful by AS 45.50.471. (§ 2 ch 246 SLA 
1970)

A L U  r e f e r e n c e .  —  V a l i d i t y  o f  e x p r e s s  t o  c o u r t  ( o  g r a n t ,  r e s t i t u t i o n  o f  f r u i t s  o f  
s t a t u t o r y  g r a n t  o f  p o w e r  t o  s t a l e  t o  s e e k ,  o r  c o n s u m e r  f r a u d ,  5 9  A L R 3 d  1 2 2 2 .

Sec. 45.50.511. Assurances of voluntary compliance. In the 
administration of AS 45.50.471 — 45.50.561, the attorney general may 
accept an assurance of voluntary compliance with respect to an> act or 
practice considered to be violative of AS 45.50.471 — 45.50.561 from a 
person who has engaged or was abou'. to engage in such an act or 
piuctice. Such an assurance shall be in writing and shall be filed with 
and is subject to the approval of the superior court in the judicial 
district in which the alleged violator resides or is doing business or has 
his principal place of business in Alaska. Such an assurance of 
voluntary compliance is not considered an admission of violation for 
any purpose. Matters closed in this way may at any time be reopened 
by the attorney general for further proceedings in the public interest, 
under AS 45.50.501. (§ 2 ch 246 SLA 1970)

Sec. 45.50.521. When information and evidence confidential 
and nonadmissible. (a) Repealed by § 6 ch 53 SLA 1974.
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(b) Subject to the provisions of AS 45.50.501(a), the attorney general 
may not make public the name of a person alleged to have committed 
an act or practice declared unlawful in AS 45.50.471 during an 
investigation conducted by him under AS 45.50.471 — 45.50.561, nor 
are the records of investigation or intelligence information of the 
attorney general obtained under AS 45.50.471 — 45.50.561 considered 
public records available for inspection by the general public. However, 
the attorney general is not prevented from issuing public statements 
describing or warning of a course of conduct or a conspiracy which 
constitutes or will constitute an unlawful act or practice, whether on 
a local, state, regional, or national basis. (§ 2 ch 246 SLA 1970; am § 6 
ch 53 SLA 1974)

Sec. 45.50.531. P r iva te  and  class actions, (a) A person who 
purchases or leases goods or services and thereby suffers an 
ascertainable loss of money or property, real or personal, as a result of 
another person’s act or practice declared unlawful by AS 45.50.471, 
may bring a civil action in the judicial district in which the seller or 
lessor resides or has his principal place of business or is doing business, 
to recover actual damages or S200, whichever is greater. The jury or, 
if the action is tried without a jury, the judge may, in cases of wilful 
violation, award up to three times the actual damages sustained, and 
in all eases the court may provide equitable relief it considers 
necessary or proper.

(b) A person entitled to bring an action under this section may, after 
investigation by and approval of the attorney general, if the unlawful 
act or practice has caused similar injury to numerous other persons 
similarly situated and if he adequately represents the similarly 
situated persons, bring an action on behalf of himself and other 
similarly injured and situated persons to recover actual damages. A 
person planning to bring an action under this subsection shall first 
submit to the attorney general a copy of his proposed complaint, and 
he may not file the complaint in court without the attorney general’s 
approval. In an action brought under this subsection, the court may in 
its discretion order, in addition to damages, injunctive or other 
equitable relief.

(c) Upon commencement of an action brought under this section the 
clerk of the court shall mail a copy of the complaint or other initial 
pleading to the attorney general and, upon entry of an order or 
judgment in the action, shall mail a copy of the order 'v  judgment to 
the attorney general.

(d) In an action brought by a person under this section, the court, 
may award, in addition to the relief provided in this section, reasonable 
attorney fees and costs.

(e) A permanent injunction or final judgment against a person 
against whom an action was initialed under AS 45.50.501 is prima 
facie evidence in an action brought under this section that the person
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used or employed an act or practice declared unlawful by AS 45.50.471.
(f) No person may commence an action under this section more than 

two years after he discovers or reasonably should have discovered that 
his loss resulted from an act or practice declared unlawful by AS 
45.50.471.

(g) If the court finds for the defendant in an action brought under 
this section, it may award the defendant an amount equal to the actual 
costs and attorney fees he incurred in his defence

(h) Manufacturers or suppliers of merchandise, the fault of which is 
the basis for the action under this chapter, aie liable for the damages 
assessed to or suffered by retailers charged under this chapter. (§ 2 ch 
246 SLA 1970; am § 1 ch 225 SLA 1976)

Effect of amendment. —  The 1976 Sup. Ct. Op. No. 2008 (File No. 4288), 604 
amendment deleted the former fourth P.2d 1113 (1980).
sentence of subsection (b), which read A L R  references. —  Consumer class 
"Also, in an action brought under this action based on fraud or 
subsection, the plaintiff shall post bond of misrepresentations, 53 ALR3d 534. 
not less than S5,000 and which is sufficient Right to private action under state
to cover costs nnd attorney fees which may consumer protection act, 62 ALR3d 169.
be awarded under (g) of this section." Reasonableness of offer of settlement
Applied in Swenson Trucking & under state deceptive trade practice nnd

Excavating, Inc. v. Truckweld Equip. Co., consumer protection acts, 90 ALR3d 1350.

Sec. 45.50.541. N onnegotiability  of consum er paper,  (a) If a 
contract for sale or lease of consumer goods or services on credit entered 
into between a retail seller and a retail buyer requires or involves the 
execution of a promissory note or instrument or other evidence of 
indebtedness of the buyer, the note, instrument or evidence of 
indebtedness shall have printed cn its face the words "consumer 
paper," and the note, instrument or evidence of indebtedness with the 
words "consumer paper" printed on i is not a negot ble instrument 
within the meaning of Uniform Commercial Code (AS 45.01 — 45.09).

(b) Notwithstanding the absence o.r such a notice on a note, 
instrument or evidence of indebtedness arising out of a consumer credit 
sale or consumer lease as described in this section, an assignee of the 
rights of the seller or lessor is subject to all claims and defenses of the 
buyer or lessee against the seller or lessor arising out of the sale or 
lease. An agreement to the contrary has no effect in limiting the rights 
of a consumer.

(c) The assignee’s liability under this section may not exceed the 
amount owing to the assignee at the time the claim or defense is 
asserted against the assignee. (§ 2 ch 246 SLA 1970)

Cross reference. —  As to form of 
negotiable instruments, see AS  45.03.104
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Sec. 45.50.542. Waiver. A waiver by a consumer of the provisions 
of AS 45.50.471 — 45.50.561 is contrary to public policy and is 
unenforceable and void. (§ 7 ch 53 SLA 1974)

Sec. 45.50.545. In te rp re ta tion .  In interpreting AS 45.50.471 due 
consideration and great weight should be given the interpretations of 
sec. 5(a)(1) of the Federal Trade Commission Act (15 U.S.C. § 45(a)(1)) 
made by the Federal Trade Commission and the federal courts. (§ 8 ch 
53 SLA 1974)

The Federal Fair Debt Practices Act. 
15 U.S.C. I 1692 (Supp. 1977). expands 
already existing Federal Trade 
Commission jurisdiction over unfair or 
deceptive acts and practices of collection 
agencies; it is not written on a clean slate. 
The Federal Trade Commission’s prior

exercise of jurisdiction in this area is 
entitled to great weight, and leads to the 
conclusion that the new act merely 
supplements the old State v. O'Neill 
Investigations. Inc., Sup. Ct. Op. No. 2053 
(File Nos. 4109. 4165), 609 P.2d 520 
(1980).

Sec. 45.50.551. Penalties, (a) A person who violates the terms of an 
injunction or restraining order issued under AS 45.50.501 shall forfeit 
and pay to the state a civil penalty of not more than 525,000 per 
violation. For the purposes of this section, the superior court in a 
judicial district issuing an injunction retains jurisdiction, and the 
cause shall be continued, and in these cases the attorney general acting 
in the name of the svate may petition for recovery of the penalties.

(b) In an action brought under AS 45.50.501, if the court finds that 
a person is using or has used an act or practice declared unlawful by 
AS 45.50.471, the attorney general, upon petition to the court, may 
recover, on behalf of the state, a civil penalty of not more than 55,000 
per violation.

(c) Repealed by § 21 ch 166 SLA 1978. (§ 2 ch 246 SLA 1970; am S 9 
ch 53 SLA 1974: am § 21 ch 166 SLA 1978)

Effect of amendment. —  The 1978 
amendment repealed subsection tc), which

contained a penally for conduct declared 
unlawful bv AS  45.50.471.

Sec. 45.50.561. Definitions. In AS 45.50.471 — 45.50.561
(1) "advertising” includes the attempt directly or indirectly by 

publication, dissemination, solicitation, endorsement or circulation, 
display in any manner, including solicitation or dissemination by mail, 
telephone or door-to-door contacts, or in any other way, to induce 
directly or indirectly a person to enter or not enter into an obligation 
or acquire title or interest in any merchandise or to increase the 
consumption of it or to make a loan;

(2) "documentary material" means the original or a copy of a book, 
record, report, memorandum, paper, communication, tabulation, map, 
chart, photograph, mechanical transcription, or other tangible 
document or recording, wherever situate;
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(3) "examination” of documentary material includes the inspection, 
study, or copying of the material, and the taking of testimony under 
oath or acknowledgment in respect of documentary material or copy of
it;

(4) "seconds” means manufactured items having flaws or consisting 
of a standard quantity or quality less than the manufacturer’s quality 
standard;

(5) "chain distributor scheme” means a sales device whereby a 
person, upon condition that he make an investment, is granted a 
license or right to solicit or recruit for profit one or more additional 
persons who are also granted a license or right upon condition of 
making an investment and may further perpetuate the chain of 
persons who are granted a license or right upon the condition of 
investment; a limitation as to the number of persons who may 
participate, or the presence of additional conditions affecting eligibility 
for the license or right to solicit or recruit or the receipt of profit from 
these does not change the identity of the scheme as a chain distributor 
scheme; as used in this paragraph, "investment" means acquisition, for 
a consideration other than personal services, of tangible or intangible 
property, and includes but is not limited to franchises, business 
opportunities and services; "investment" does not include sales 
demonstration equipment and materials furnished a t cost for use in 
making sales and not for resale;

(6) "consumer" means a person who seeks or acquires goods or 
services by lease or purchase;

(7) "knowingly" means actual awareness of the falsity or deception, 
but actual awareness may be inferred where objective manifestations 
indicate that a person acted with actual awareness;

(8) "fresh" means a condition of food which has never been frozen. 
(S 2 ch 246 SLA 1970; am § 10 ch 53 SLA 1974; am § 2 ch 138 SLA 
1974)
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c o r r e c t i o n  b e f o r e  p u b l i c a t i o n  i n  t h e  P a c i f i c  
R e p o r t e r . R e a d e r s  a r e  r e q u e s t e d  t o  b r i n g  
t y p o g r a p h i c a l  o r  o t h e r  f o r m a l  e r r o r s  t o  t h e  
a t t e n t i o n  of t h e  C l e r k  o f  t h e  A p p e l l a t e  
C o u r t s ,  303 K  S t r e e t ,  A n c h o r a g e ,  A l a s k a  
9 9 5 0 1 ,  i n  o r d e r  t h a t  c o r r e c t i o n s  m a y  be  
m a d e  p r i o r  t o  p e r m a n e n t  p u b l i c a t i o n .

N O T I C E :  T h i s  o p i n i o n  is s u b j e c t  t o  f o r m a l

T H E  S U P R E M E  C O U R T  O F  T H E  S T A T E  O F  A L A S K A

S T A T E  O F  A L A S K A ,

A p p e l l a n t ,

v.

F I R S T  N A T I O N A L  B A N K  OF 
A N C H O R A G E ,

A p p e l l e e .

G E O R G E  H. B R O W N ,  J R . ,  
L A W R E N C E  B R O U S E ,  J O H N  L R Y E  
and C O M M O N W E A L T H  M O R T G A G E  
C O R P O R A T I O N ,

A p p e l l a n t s ,  
C r o s s - A p p e l l e e s ,

v.

S T A T E  O F  A L A S K A ,

A p p e l l e e ,  
C r o s s - A p p e l l a n t .

A p p e a l  f r o m  t h e  S u p e r i o r  C o u r t  o f  t h e  S t a t e  of 
A l a s k a ,  T h i r d  J u d i c i a l  D i s t r i c t ,  A n c h o r a g e ,  

J a m e s  K. S i n g l e t o n ,  J u d g e .

F i l e  No. 5 0 0 6  

O P I N I O N

F i l e  No. 5 1 0 7  
C r o s s - A p p e a l  No.

[No. 2 5 9 1  - D e c m e b e r  3

50 8 5

, 1982)



A p p e a r a n c e s :  M i c h e l e  D.- B r o w n ,  D o n n a  D e l l ' C l i o ,

C o n n i e  J. S i p e ,  A s s i s t a n t  A t t o r n e y s  G e n e r a l ,  
A n c h o r a g e ,  A v r u m  M. G r o s s  a n d  W i l s o n  L. C o n d o n ,  
A t t o r n e y s  G e n e r a l ,  J u n e a u ,  f o r  A p p e l l a n t ,

S t a t e  of A l a s k a .  J o h n  R. B e a r d ,  B e a r d  & L a w e r ,  
A n c h o r a g e ,  f o r  A p p e l l e e ,  F i r s t  N a t i o n a l  B a n k .  
T e r r y  C. A g l i e t t i ,  J o h n  W. S i v e r t s e n ,  A g l i e t t i ,  
O f f r e t  & P e n n i n g t o n ,  A n c h o r a g e ,  f o r  A p p e l l a n t s ,  
G e o r g e  H. B r o w n ,  J r . ,  L a w r e n c e  B r o u s e ,  J o h n  
D r y e r ,  a n d  C o m m o n w e a l t h  M o r t g a g e  C o r p o r a t i o n .

B e f o r e :  R a b i n o w i t z ,  C h i e f  J u s t i c e ,  C c n n o r ,
B u r k e ,  M a t t h e w s  a n d  C o m p t o n ,  J u s t i c e s .

M A T T H E W S ,  J u s t i c e .
R A B I N O W I T Z ,  C h i e f  J u s t i c e ,  d i s s e n t i n g  in par t .

T h e s e  a p p e a l s  a r i s e  f r o m  a n  a c t i o n  b r o u g h t  b y  t h e  

A t t o r n e y  G e n e r a l  a g a i n s t  G e o r g e  B r o w n ,  Jr. a n d  o t h e r s 1 i n­

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

in t h i s  s t a t e .  T h e  b a s i c  c o n d u c t  c o m p l a i n e d  o f  c o n s i s t s  of 

v a r i o u s  m i s l e a d i n g  s t a t e m e n t s  a n d  o m i s s i o n s  c o n c e r n i n g  t h e  

s u i t a b i l i t y  o f  t h e  l a n d  f o r  r e s i d e n t i a l  c o n s t r u c t i o n .  T h e  

S t a t e  s o u g h t  t o  e n j o i n  s u c h  c o n d u c t  a n d  to o b t a i n  r e s t i t u­

t i o n  on b e h a l f  o f  i n d i v i d u a l  l o t  p u r c h a s e r s .  A f t e r  o b­

t a i n i n g  a p r e l i m i n a r y  i n j u n c t i o n ,  t h e  S t a t e  j o i n e d  as an

1. T h e  o t h e r s  a r e :  N e i l  H a u s a m ,  3 r o w n ' s  e n g i­
ne e r ?  J o h n  D r y e r ,  B r o w n ' s  p r i m a r y  W i n d s o n g  l o t  s a l e s m a n ;  
L a w r e n c e  B r o u s e ,  h i r e d  b y  B r o w n  t o  m a n a g e  t h e  W i n d s o n g  
d e v e l o p m e n t  p r o j e c t ?  K n i k  R i v e r  E s t a t e s ,  a l i m i t e d  p a r t n e r­
s h i p  of w h i c h  B r o w n  is t h e  g e n e r a l  p a r t n e r ;  a n d  C o m m o n w e a l t h  

M o r t g a g e  C o r p o r a t i o n ,  f o r m e d  by B r o w n  a f t e r  t h e  S t a t e  

i n s t i t u t e d  t h i s  a c t i o n  a n d  t o  w h i c h  B r o w n  s u b s e q u e n t l y  

t r a n s f e r r e d  t h e  p r o m i s s o r y  n o t e s  a n d  d e e d s  o f  t r u s t  e x e c u t e d  
b y  W i n d s o n g  l o t  p u r c h a s e r s .  F o r  s i m p l i c i t y ,  t h e s e  d e f e n d­
a n t s  w i l l  f r e q u e n t l y  be r e f e r r e d  t o  c o l l e c t i v e l y  as " B r o w n . "
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a d d i t i o n a l  d e f e n d a n t  F i r s t  N a t i o n a l  B a n k  o f  A n c h o r a g e ,  w h i c h  

had f i n a n c e d  t h e  r e a l  e s t a t e  d e v e l o p m e n t ,  s e e k i n g  c a n c e l l a­

ti o n  o f  p u r c h a s e r s '  p r o m i s s o r y  n o t e s  w h i c h  t h e  B a n k  w a s  

h o l d i n g  as c o l l a t e r a l  f o r  its l o a n s  t o  B r o w n .  T h e  l o w e r  

c o u r t  d i s m i s s e d  t h e  S t a t e ' s  a c t i o n  a g a i n s t  F i r s t  N a t i o n a l  

and, a f t e r  a n o n - j u r y  t r i a l ,  e n t e r e d  j u d g m e n t  a g a i n s t  B r o w n .  

T h a t  j u d g m e n t  p e r m a n e n t l y  e n j o i n e d  B r o w n  f r o m  e n g a g i n g  in 

c e r t a i n  c o n d u c t  a n d  a d j u d g e d  h i m  l i a b l e  t o  t h e  S t a t e ,  as 

t r u s t e e  for i n d i v i d u a l  p u r c h a s e r s ,  f o r  $ 1 , * 1 1 , 3 5 7 . 6 0 . 2 

B r o w n  h a s  a p p e a l e d  t h a t  j u d g m e n t  a n d  t h e  S t a t e  h a s  f i l e d  a 

c r o s s - a p p e a l .  T h e  S t a t e  h a s  a l s o  a p p e a l e d  t h e  t r i a l  c o u r t ' s  

d i s m i s s a l  of i t s  c l a i m  a g a i n s t  F i r s t  N a t i o n a l .

I . B A C K G R O U N D

A. F a c t s

T h e  f o l l o w i n g  f a c t s  w e r e  f o u n d  by t h e  c o u r t .  T h e y  

are n o t  c h a l l e n g e d  o n  a p p e a l  a n d  w e  t h e r e f o r e  t a k e  t h e m  as 

t r u e .

G e o r g e  B r o w n ,  Jr. is t h e  g e n e r a l  p a r t n e r  o f  K n i k  

R i v e r  E s t a t e s ,  a l i m i t e d  p a r t n e r s h i p .  In t h e  s u m m e r  of  

1975, h e  b e g a n  d e v e l o p i n g  se m e  p r o p e r t y  w h i c h  l i e s  a d j a c e n t

2. J u d g m e n t  w a s  e n t e r e d  j o i n t l y  a n d  s e v e r a l l y  
a g a i n s t  B r o w n  a n d  C o m m o n w e a l t h  M o r t g a g e  C o r p o r a t i o n  for t h e  
full a m o u n t .  D r y e r  w a s  h e l d  l i a b l e  f o r  o n l y  $50,0.00 a n d  
B r o u s e  for $ 3 7 , 5 0 0 .  H a u s a m  w a s  d i s m i s s e d  as a d e f e n d a n t  
e a r l i e r  in t h e  c a s e  u p o n  p r e v a i l i n g  o n  a s u m m a r y  j u d g m e n t  
m o t i o n  a n d  is n o t  a p a r t y  to t h e s e  a p p e a l s .  K n i k  R i v e r  

E s t a t e s  is n o t  m e n t i o n e d  in the t r i a l  c o u r t ' s  f i n a l  j u d g­
ment.
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to t h e  K n i k  R i v e r  i n  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h ,  k n o w n  as  

t h e  W i n d s o n g  S u b d i v i s i o n .  H e  k n e w  a t  t h a t  t i m e  t h a t  t h e  

l a n d  h a d  i n  t h e  p a s t  b e e n  s u b j e c t  t o  f l o o d i n g .  T h e  s o u r c e  

o f  t h a t  f l o o d i n g  is L a k e  G e o r g e ,  w h i c h  p e r i o d i c a l l y  f o r m s  

w h e n  t h e  K n i k  R i v e r  b e c o m e s  d a m m e d  b y  a g l a c i e r .  W h e n  t h e  

i c e  d a m  b r e a k s ,  w a t e r  is r e l e a s e d  f l o o d i n g  c e r t a i n  d o w n­

s t r e a m  a r e a s ,  i n c l u d i n g  o n  o c c a s i o n  t h e  W i n d s o n g  S u b d i v i -

3
s i o n ,  c o v e r i n g  i t  w i t h  as m u c h  as f i f t e e n  f e e t  o f  w a t e r .

B r o w n  h i r e d  N e i l  H a u s a m ,  a c i v i l  e n g i n e e r  a n d  l a n d  

s u r v e y o r ,  t o  s u r v e y  a n d  p l a t  t h e  l a n d .  H a u s a m  s t u d i e d  t h e  

p o s s i b i l i t y  o f  f l o o d i n g  a n d  c o n c l u d e d  t h a t  a r e o c c u r r e n c e  

w a s  u n l i k e l y .  P r i o r  t o  a p p r o v i n g  t h e  p l a t ,  t h e  M a t a n u s k a -  

S u s i t n a  B o r o u g h  r e q u e s t e d  t h a t  t h e  A r m y  C o r p s  o f  E n g i n e e r s  

c o n d u c t  a f l o o d - h a z a r d  e v a l u a t i o n  o f  t h e  W i n d s o n g  S u b d i v i­

sio n .  T h e  C o r p s  c o n c l u d e d  t h a t  v i r t u a l l y  a l l  o f  t h e  s u b­

d i v i s i o n  w a s  in a h i g h - h a z a r d  a r e a .  A l t h o u g h  H a u s a m  d i s ­

a g r e e d  w i t h  t h a t  c o n c l u s i o n  a n d  i n f o r m e d  t h e  B o r o u g h  of 

t h i s ,  t h e  B o r o u g h  r e q u i r e d  t h a t  t h e  f i r s t  p a g e  of t h e  

W i n d s o n g  p l a t  c o n t a i n  a f l o o d - w a r n i n g  n o t a t i o n .

In 197 6 ,  B r o w n  c o m m e n c e d  s e l l i n g  lots. T o  a s s i s t  

hi m ,  he h i r e d  a s a l e s m a n ,  J o h n  D r y e r ,  a n d  a p r o p e r t y  m a n a g e r ,  

L a w r e n c e  B r o u s e .  A l t h o u g h  p u r c h a s e r s  w e r e  g i v e n  t h e  s e c o n d

3. T h e  m o s t  r e c e n t  o c c u r r e n c e  o f  s u c h  f l o o d i n g  
a p p e a r s  t o  h a v e  b e e n  i n  1966.
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p a g e  o f  t h e  W i n d s o n g  p l a t ,  t h e y  n e v e r  r e c e i v e d  t h e  f i r s t  

p a g e  c o n t a i n i n g  t h e  f l o o d  w a r n i n g .  I n  a d d i t i o n ,  B r o w n  

r e p r e s e n t e d  to p u r c h a s e r s ,  a m o n g  e t h e r  t h i n g s ,  t h at: (1)

L a k e  G e o r g e  h a d  n o t  f o r m e d  s i n c e  t h e  G o o d  F r i d a y  e a r t h q u a k e  

o f  1 9 6 4 ;  (2) i t  w o u l d  t a k e  a n o t h e r  e a r t h q u a k e  o f  e q u a l  

m a g n i t u d e  f o r  t h e  l a k e  t o  f o r m  a g a i n ;  (3) e x p e r t s ,  i n c l u d i n g  

the A r m y  C o r p s  o f  E n g i n e e r s ,  h a d  c o n c l u d e d  t h a t  t h e  p o s s i ­

b i l i t y  o f  f l o o d i n g  w a s  r e m o t e ;  (4) p u r c h a s e r s  o f  W i n d s c n g  

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

a n d  (5) c o n s t r u c t i o n  f i n a n c i n g  w a s  r e a d i l y  a v a i l a b l e .  N o n e  

of t h e s e  r e p r e s e n t a t i o n s  w e r e  true.

In D e c e m b e r  1 9 7 7 ,  t h e  C o n s u m e r  P r o t e c t i o n  S e c t i o n  

of t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  b e g a n  i n v e s t i g a t i n g  t h e  

sale o f  W i n d s o n g  lots. U p o n  l e a r n i n g  o f  t h a t  i n v e s t i g a t i o n ,  

B r o w n  s e n t  a l l  p u r c h a s e r s  a l e t t e r  t e l l i n g  t h e m  t h a t  c e r t a i n  

u n f o u n d e d  c o m p l a i n t s  w e r e  b e i n g  d i r e c t e d  a t  t h e  W i n d s o n g  

d e v e l o p m e n t .  T h e  p u r p o s e  of t h a t  l e t t e r  w a s  to m a k e  p u r ­

c h a s e r s  f e e l  s e c u r e  a b o u t  t h e i r  i n v e s t m e n t s  a n d  c o n t i n u e  

m a k i n g  t h e i r  p r o p e r t y  p a y m e n t s .  In l a t e  J a n u a r y  o f  1 9 7 8 ,  a 

m e e t i n g  w a s  h e l d  a t  w h i c h  B r o w n ,  B r o u s e ,  H a u s a m  a n d  v a r i o u s  

r e p r e s e n t a t i v e s  of t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  w e r e  

p r e s e n t .  A t  t h a t  m e e t i n g  B r o w n  w a s  t o l d  t h a t  t h e  S t a t e  h a d  

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

W i n d s o n g  lots. He w a s  a l s o  s h o w n  l e t t e r s  t h a t  t h e  S t a t e  h a d  

r e c e i v e d  f r o m  v a r i o u s  e x p e r t s  i n d i c a t i n g  t h e  e x i s t e n c e  of a

-5-



f l o o d  h a z a r d  a t  t h e  W i n d s o n g  S u b d i v i s i o n .

I m m e d i a t e l y  f o l l o w i n g  t h i s  m e e t i n g ,  B r o w n  c o n­

t a c t e d  b e t w e e n  s i x t y  a n d  s e v e n t y  l o t  p u r c h a s e r s  a n d  i n d u c e d  

t h e m  to s i g n  a p r e p r i n t e d  f o r m  a f f i d a v i t  e n t i t l e d  " D e c l a r a­

t i o n  a n d  M e m o r a n d u m  o f  U n d e r s t a n d i n g . "  T h i s  w a s  d r a f t e d  b y  

B r o w n ' s  a t t o r n e y s  f o r  t h e  p u r p o s e  o f  l i n i n g  u p  f a v o r a b l e  

w i t n e s s e s  i n  c a s e  of f u t u r e  l i t i g a t i o n .  A t  t h e  t i m e  t h e  

d o c u m e n t  w a s  p r e s e n t e d  t o  p u r c h a s e r s ,  B r o w n  r e a s s u r e d  t h e m  

t h a t  t h e  p o s s i b i l i t y  o f  f l o o d i n g  w a s  s t i l l  r e m o t e  a n d  t h a t  

p r o p e r t y  v a l u e s  h a d  i n c r e a s e d .  S i g n i n g  p u r c h a s e r s  w e r e  n o t  

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

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

a v e r a g e  p u r c h a s e r .  In e f f e c t ,  t h e  a f f i d a v i t s  p u r p o r t e d  t o  

b e  a v o t e  of c o n f i d e n c e  by i n v e s t o r s  in t h e  W i n d s o n g  d e v e l o p­

m e n t .  T h o s e  p u r c h a s e r s  w h o m  B r o w n  k n e w  t o  b e  d i s s a t i s f i e d  

w i t h  t h e i r  i n v e s t m e n t s  w e r e  n o t  o f f e r e d  t h e  m e m o r a n d u m .

B. P r o c e e d i n g s  B e l o w

I n  F e b r u a r y  1978, t h e  S t a t e  f i l e d  a c o m p l a i n t  in  

s u p e r i o r  c o u r t  a g a i n s t  B r o w n  s e e k i n g  i n j u n c t i v e  r e l i e f  a n d  

c i v i l  p e n a l t i e s .  T h e  S t a t e  a l l e g e d  v a r i o u s  v i o l a t i o n s  o f  

t h e  A l a s k a  U n f a i r  T r a d e  P r a c t i c e s  a n d  C o n s u m e r  P r o t e c t i o n  

A c t ,  A S  4 5 . 5 0 . 4 7 1 - 4 5 . 5 0 . 5 6 1 .  B r o w n  f i l e d  h i s  a n s w e r  a n d  

l a t e r  m o v e d  f o r  s u m m a r y  j u d g m e n t  o n  t h e  g r o u n d  t h a t  t h e  

C o n s u m e r  P r o t e c t i o n  A c t  d i d  n o t  a p p l y  t o  r e a l  e s t a t e  t r a n s­

a c t i o n s ,  o r  i n  t h e  a l t e r n a t i v e  t h a t  h e  w a s  e x e m p t  f r o m  t h e

  : ■■ ' "  3 ^  ~ '
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A c t  u n d e r  A S  4 5 . 5 0 . 5 8 1 .  T h e  t r i a l  c o u r t  g r a n t e d  B r o w n ’s 

s u m m a r y  j u d g m e n t  m o t i o n ,  b u t  g a v e  t h e  S t a t e  l e a v e  t o  a m e n d  

i t s  c o m p l a i n t .

In Jt .e 197 8 ,  t h e  S t a t e  f i l e d  i t s  a m e n d e d  c o m­

p l a i n t ,  t h i s  t i m e  a l l e g i n g  t h a t  B r o w n  h a d  v i o l a t e d  t h e  

U n i f o r m  L a n d  S a l e s  P r a c t i c e s  A c t  ( " U L S P A " ) ,  A S  3 4 . 5 5 . 0 0 4 -  

3 4 . 5 5 . 0 4 6 .  S h o r t l y  t h e r e a f t e r ,  t h e  S t a t e  m o v e d  f o r  a 

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

W i n d s o n g  l o t s  i n  v i o l a t i o n  o f  U L S P A  a n d  t h e  a d m i n i s t r a t i v e  

r e g u l a t i o n s  p r o m u l g a t e d  t h e r e u n d e r ,  3 - A A C  2 0 . 0 1 0 - . 1 3 0 .

4

4. T h a t  s e c t i o n  p r o v i d e s :

N o t h i n g  i n  A 5  4 5 . 5 0 . 4 7 1 - 4 5 . 5 0 . 5 6 1  a p p l i e s
to

(1) an a c t  o r  t r a n s a c t i o n  r e g u l a t e d  
u n d e r  l a w s  a d m i n i s t e r e d  b y  t h e  s t a t e ,  
b y  a n y  r e g u l a t o r y  b o a r d  o r  c o m m i s s i o n  
o r  o f f i c e r  a c t i n g  u n d e r  s t a t u t o r y  
a u t h o r i t y  o f  the s t a t e  o r  o f  t h e 
U n i t e d  S t a t e s ,  u n l e s s  t h e  l a w  r e g u l a t­
i n g  t h e  a c t  o r  t r a n s a c t i o n  d o e s  n o t  
p r o h i b i t  t h e  p r a c t i c e s  d e c l a r e d  u n ­
l a w f u l  i n  A S  4 5 . 5 0 . 4 ? * ;  . . .

B r o w n  a r g u e d  t h a t  h e  w a s  e x e m p t  u n d e r  t h i s  s e c t i o n  b e c a u s e  
t h e  t r a n s a c t i o n s  a t  i s s u e  w e r e  r e g u l a t e d  u n d e r  t h e  I n t e r ­
s t a t e  L a n d  S a l e s  F u l l  D i s c l o s u r e  A c t ,  15 U . S . C .  S§ 1 7 0 1 -  
1 7 2 0 ,  w h i c h ,  B r o w n  c l a i m e d ,  p r o h i b i t s  t h e  p r a c t i c e s  a l l e g e d  
by the S t a t e  i n  t h i s  c a s e  t o  v i o l a t e  A S  45.50.47}.. A l t h o u g h  
B r o w n  h a d  o b t a i n e d  an e x e m p t i o n  f r c  . t h e  r e g i s t r a t i o n  p r o ­
v i s i o n s  o f  the f e d e r a l  a c t ,  the t r i a l  c o u r t  a g r e e d  t h a t  
B r o w n  w a s  e x e m p t  f r o m  t h e  C o n s u m e r  P r o t e c t i o n  A c t  a n d  
g r a n t e d  s u m m a r y  j u d g m e n t  t o  B r o w n  on t h a t  b a s i s .  Late'.' in t h e  
case, h o w e v e r ,  t h e  t r i a l  c o u r t  c o n c l u d e d  t h a t  t h e  C o n s u m e r  

P r o t e c t i o n  A c t  d i d  not a p p l y  to r e a l  p r o p e r t y  t r a n s a c t i o n s .
S e e  P a r t  II of t h i s  o p i n i o n ,  i n f r a .



A f t e r  a l e n g t h y  h e a r i n g ,  the l o w e r  c o u r t  e n t e r e d  a p r e­

l i m i n a r y  i n j u n c t i o n  a g a i n s t  B r o w n  o r d e r i n g  h i m  t o  d i s c l o s e  

f u l l y  t o  p r o s p e c t i v e  p u r c h a s e r s  the W i n d s o n g  S u b d i v i s i o n ' s  

f l o o d i n g  p o t e n t i a l ,  a n d  e n j o i n i n g  h i m  f r o m  d i s p o s i n g  of  l a n d  

i I v i o l a t i o n  o f  U L S P A  a n d  its i m p l e m e n t i n g  r e g u l a t i o n s .

B r o w n  w a s  also e n j o i n e d  f r o m  t a k i n g  any a d v e r s e  a c t i o n  

a g a i n s t  l o t  p u r c h a s e r s  who, a f t e r  b e i n g  n o t i f i e d  by the 

S t a t e  of t h e  c o u r t ' s  p r e l i m i n a r y  f i n d i n g s ,  e l e c t e d  t o  

r e s c i n d  t h e i r  l a n d  p u r c h a s e  c o n t r a c t s .  S u c h  p u r c h a s e r s  w e r e  

d i r e c t e d  t o  m a k e  a l l  f u t u r e  p a y m e n t s  to t h e  c o u r t  registry*. 

A p p r o x i m a t e l y  s e v e n t y  p u r c h a s e r s  i n d i c a t e d  t h a t  t h e y  w i s h e d  

to r e s c i n d  t h e i r  c o n t r a c t s  a n d  o b t a i n  r e s t i t u t i o n .

In D e c e m b e r  1978, the S t a t e  a m e n d e d  its c o m p l a i n t  

a g a i n  to  add F i r s t  N a t i o n a l  B a n k  of A n c h o r a g e  as a d e f e n d­

ant. T h e  B a n k ' s  i n v o l v e m e n t  in t h i s  ca s e  s t e m s  f r o m  loans 

it  m a d e  t o  B r o w n  t o  f i n a n c e  the W i n d s o n g  d e v e l o p m e n t .  In 

1 977, F i r s t  N a t i o n a l  l o a n e d  $ 2 0 0 , 0 0 0  to K n i k  R i v e r  E s t a t e s  

t o  p u r c h a s e  m a t e r i a l s  f o r  c o n s t r u c t i n g  a s e w e r  s y s t e m  in the 

W i n d s o n g  S u b d i v i s i o n .  In a c c o r d a n c e  w i t h  its c o l l a t e r a l  a n d  

l o a n  a g r e e m e n t ,  K n i k  R i v e r  E s t a t e s  p l e d g e d  to the Bank the 

p r o m i s s o r y  n o t e s  a n d  d e e d s  of t r u s t  e x e c u t e d  by lot p u r­

cha s e r s .  When, in the e a r l y  p a r t  o f  1978, B r o w n  f o r m e d  

C o m m o n w e a l t h  M o r t g a g e  C o r p o r a t i o n  t o  a s s u m e  o w n e r s h i p  of the 

W i n d s o n g  S u b d i v i s i o n ,  C o m m o n w e a l t h  c o n t i n u e d  t o  p l e d g e  to
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the Bank t h e  p r o m i s s o r y  n o t e s  a n d  d e e d s  of t r u s t  r e c e i v e d  

f r o m  the s a l e  of W i n d s o n g  lets. In A u g u s t  1978, F i r s t  

N a t i o n a l  l o a n e d  C o m m o n w e a l t h  $ 5 0 0 , 0 0 0  t o  r e t i r e  t h e  b a l a n c e  

of the e a r l i e r  lo a n  a n d  to i n s t a l l  e l e c t r i c  a n d  t e l e p h o n e  

u t i l i t i e s  at W i n d s o n g .

T h e  1977 a n d  1978 lo a n  a g r e e m e n t s  w e r e  s u b s t a n­

t i a l l y  i d e n t i c a l .  N e i t h e r  i n v o l v e d  a c t u a l  e n d o r s e m e n t  of 

t h e  p r o m i s s o r y  n o t e s  t h a t  h a d  b e e n  p l e d g e d  as s e c u r i t y  and 

d e l i v e r e d  t o  F i r s t  N a t i o n a l .  I n s t e a d ,  t h e  lo a n  a g r e e m e n t s  

a u t h o r i z e d  the B a n k  t o  e n d o r s e  the n o t e s  to i t s e l f  on b e h a l f  

of the b o r r o w e r .  In la t e  N o v e m b e r  of 1978, F i r s t  N a t i o n a l  

e n d o r s e d  o v e r  to i t s e l f  all of the p r o m i s s o r y  n o t e s  in its 

p o s s e s s i o n .  It then sent c o l l e c t i o n  l e t t e r s  to all W i n d s o n g  

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

N a t i o n a l  i n f o r m e d  t h e s e  p u r c h a s e r s  that u n l e s s  all d e l i n­

q u e n t  p a y m e n t s  w e r e  p a i d  w i t h i n  f i f t e e n  days, the e n t i r e  

b a l a n c e  w o u l d  b e c o m e  due i m m e d i a t e ] y .  The B a n k  a l s o  t o l d  

t h e s e  p u r c h a s e r s  t h a t  t h e i r  p a y m e n t s  to the c o u r t  r e g i s t r y ,  

p u r s u a n t  t o  the p r e l i m i n a r y  i n j u n c t i o n ,  w o u l d  n o t  be c r e d­

it e d  t o w a r d  the a m o u n t s  c l a i m e d  due.

In its c o m p l a i n t  a g a i n s t  the Ba n k  the S t a t e  s o u g h t  

a d e c l a r a t o r y  j u d g m e n t  th a t  F i r s t  N a t i o n a l  w a s  n o t  a " h o l d e r  

ir. due c o u r s e "  as w e l l  as an o r d e r  e n j o i n i n g  the Ba n k  from
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t a k i n g  a c t i o n  a g a i n s t  p u r c h a s e r s  w h o  w e r e  m a k i n g  t h e i r  n o t e  

p a y m e n t s  t o  the c o u r t  r e g i s t r y .  T h e  S t a t e  l a t e r  m o v e d  for 

s u m m a r y  j u d g m e n t  a g a i n s t  F i r s t  N a t i o n a l ,  r e q u e s t i n g  t h a t  the 

c o u r t  o r d e r  t h e  S u n k  to d e l i v e r  t o  t h e  c o u r t  t h e  p r o m i s s o r y  

n o t e s  of p u r c h a s e r s  w h o  h a d  e l e c t e d  t o  r e s c i n d  t h e i r  l a n d  

p u r c h a s e  c o n t r a c t s .  F i r s t  N a t i o n a l  r e s p o n d e d  by  m o v i n g  for 

d i s m i s s a l  of t h e  S t a t e ' s  c o m p l a i n t  a g a i n s t  it f o r  f a i l u r e  t o  

s t a t e  a cl a i m .  T h e  l o w e r  c o u r t  u l t i m a t e l y  g r a n t e d  F i r s t  

N a t i o n a l ' s  m o t i o n ,  c o n c l u d i n g  t h a t  t h e  A t t o r n e y  G e n e r a l  

l a c k e d  s t a n d i n g  to m a i n t a i n  a n  a c t i o n  a g a i n s t  the Bank.

T r i a l  of t h e  c a s e  c o m m e n c e d  on M a r c h  16, 197S. On

the f i rst day, the l o w e r  c o u r t  o r a l l y  g r a n t e d  s u m m a r y  j u d g­

men t  a g a i n s t  the S t a t e  in f avor of H a u s a m ,  B r o w n ' s  e n g i n e e r .

5
T h e  b a s i s  for the c o u r t ' s  r u l i n g  w a s  t h a t  A S  3 4 . 5 5 . 0 0 6 ,  the

5. AS 3 4 . 5 5 . 0 0 6  p r o v i d e s :

It is u n l a w f u l  f o r  a p e r s o n ,  in c o n­
ne c t i o n  w i t h  the offer, sa l e  or p u r c h a s e  
of s u b d i v i d e d  l a n d  d i r e c t l y  o r  i n d i r e c t l y ,  
to k n o w i n g l y

(1) e m p l o y  a devi c e ,  s c h e m e ,  o r  a r t i­
fice to d e f r a u d ;

(2) ma k e  a n  u n t r u e  s t a t e m e n t  of a 
m a t e r i a l  fact o r  o m i t  a s t a t e m e n t  of a 
m a t e r i a l  fact n e c e s s a r y  in o r d e r  t o  m a k e  
the s t a t e m e n t s  m a d e ,  in l i g h t  of the 
c i r c u m s t a n c e s  u n d e r  w h i c h  t h e y  are made, 
not m i s l e a d i n g ;  or

(3) e n g a g e  in an act, p r a c t i c e ,  or 
c o u r s e  o f  b u s i n e s s  w h i c h  o p e r a t e s  or 
w o u l d  o p e r a t e  as a f raud o r  d e c e i t  u p o n  
a person.
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ge n e r a l  a n t i f r a u d  s e c t i o n  of ULSPA, c o u l d  n o t  be a p p l i e d

r e t r o a c t i v e l y  and H a u s a m  h a d  d o n e  nothin'-: t o  a f f e c t  land

sales at W i n d s o n g  a f t e r  t h e  e f f e c t i v e  da* i of t h a t  section,

6
S e p t e m b e r  21, 1977. I m m e d i a t e l y  f o l l o w i n g  t h a t  ruling, in 

r e s p o n s e  to a q u e s t i o n  b y  B r o w n ' s  co u n s e l ,  the t r i a l  c o u r t  

s t a t e d :

W e ll, I guess, i m p l i c i t  in w h a t  t h e  c o u r t  
ha s  a l r e a d y  r u l e d  w i t h  r e g a r d  to Mr.
H a u s a m  is t h a t  a n y  c l a i m  b a s e d  u p o n  a n y o n e  
w h o  r e l i e d  —  w h o s e  a c t i o n s  w e r e  m o t i v a t e d  
by acts t h a t  t o o k  p l a c e  p r i o r  t o  the e f f e c t­
ive  d a t e  of  the a m e n d m e n t  m u s t  fail.

C o u n s e l  for t h e  S t a t e  i n t e r j e c t e d  s t a t i n g  t h a t  it w a s  the 

S p a t e ' s  p o s i t i o n  t h a t  " l u l l i n g  c o n d u c t "  by B r o w n  w h i c h  

o c c u r r e d  a f t e r  the e f f e c t i v e  da t e  of the U L S P A  a m e n d m e n t s  

co uld sup p l y  the b a s i s  for g r a n t i n g  r e s t i t u t i o n  t o  p u r­

cha s e r s  w h o  b o u g h t  lots b e f o r e  the a m e n d m e n t ' s  e f f e c t i v e  

date. The c o u r t  r e s e r v e d  r u l i n g  on t h a t  q u e s t i o n  and 

a l l o w e d  the case t o  p r oceed.

O n  O c t o b e r  25, 1979, t h e  t r i a l  c o u r t  e n t e r e d  its 

final j u d g m e n t  in t h e  m a t t e r .  T h a t  j u d g m e n t  p e r m a n e n t l y  

e n j o i n e d  B r o w n  f r o m  d i s p o s i n g  of W i n d s o n g  lots w i t h o u t  first

6. As o r i g i n a l l y  e n acted, U L S P A  a p p l i e d  only to s a le s  of s u b d i v i d e d  land l o c a t e d  o u t s i d e  the state. See Ch. 
179, S L A  1968. In 1977, the l e g i s l a t u r e  a m e n d e d  U L S P A  to 
bring i n - s t a t e  la n d  sales w i t h i n  its scope. See Ch. 138,
SLA 1977. As p a r t  of the s a m e  bill, the l e g i s l a t u r e  a d d e d  
AS 34.55.006. The e f f e c t i v e  da t e  of t h ese c h a n g e s  was 
S e p t e m b e r  21, 1977. Id.
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o b t a i n i n g  a p u r c h a s e r ' s  s i g n a t u r e  on  a d o c u m e n t ,  d r a f t e d  by 

the court, f u l l y  d i s c l o s i n g  the f l o o d  r i s k  at  W i n d s o n g .  It 

a l s o  e n j o i n e d  B r o w n  f r o m  m a k i n g  a n y  s t a t e m e n t s  i n c o n s i s t e n t  

w i t h  t h o s e  c o n t a i n e d  in t h a t  d o c u m e n t .  In a d d i t i o n ,  B r o w n  

w a s  e n j o i n e d  f r o m  e n g a g i n g  in c e r t a i n  a c t s  a n d  p r a c t i c e s  

p r o h i b i t e d  by the a d m i n i s t r a t i v e  r e g u l a t i o n s  i m p l e m e n t i n g  

U LSPA. W i t h  r e s p e c t  to the S t a t e ' s  c l a i m  for r e s t i t u t i o n ,  

the t r ial c o u r t  e n t e r e d  j u d g m e n t  a g a i n s t  B r o w n  in f a vor of 

the State, as t r u s t e e  f o r  t h o s e  p u r c h a s e r s  w h o  h a d  e l e c t e d  

to r e s c i n d ,  for $ 1 , 6 1 1 , 3 5 7 . 6 0 .  T h e  b a s i s  for th i s  award, 

h owever, w a s  not ULSPA, upon w h i c h  the S t a t e  h a d  p r e d i c a t e d  

its case and up o n  w h i c h  E r o w n  h a d  d e f e n d e d .  Ins t e a d ,  the 

l ower c o u r t  sua s p o n t e  o r d e r e d  r e s t i t u t i o n  on the b a s i s  of 

c o m m o n  law fraud, and s p e c i f i c a l l y  d e c l i n e d  to r u l e  on the 

a p p l i c a b i l i t y  or ULSPA. In all, the c o u r t ' s  j u d g m e n t  l i s t e d  

s e v e n t y - o n e  p u r c h a s e r s  w h o  w e r e  e l i g i b l e  for r e s t i t u t i o n ,  

e i g h t e e n  of w h o m  h a d  b o u g h t  lots a f t e r  a n d  f i f t y - t h r e e  of 

w i o m  h a d  b o u g h t  lots b e f o r e  S e p t e m b e r  21, 1977, the e f f e c t­

ive d a t e  of the U L S P A  a m e n d m e n t s .  F i n a l l y ,  the l o w e r  c o u r t  

a w a r d e d  the S t a t e  a t t o r n e y ' s  fees a n d  c o s t s  of $ 4 2 , 0 0 0  and 

$ 1 , 8 9 4 . 2 4 ,  r e s p e c t i v e l y .

C. C o n t e n t i o n s  on A p p e a l

On a p p e a l ,  B r o w n  c o n t e n d s  t h a t  the t r ial c o u r t  

e r r e d  in o r d e r i n g  r e s t i t u t i o n  to W i n d s o n g  lot p u r c h a s e r s  on
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the b a s i s  of c o m m o n  l a w  fraud. B r o w n  a s s e r t s  t h a t  the S t a t e  

is w i t h o u t  a u t h o r i t y  t o  p u r s u e  t h e  c o m m o n  l a w  r i g h t s  of 

d e f r a u d e d  land p u r c h a s e r s .  In e s s e n c e ,  B r o w n  c l a i m s  t h a t  

uhe t r i a l  c o u r t  w a s  >ound t o  a p p l y  U L S P A ,  u n d e r  w h i c h  t h e  

l o w e r  c o u r t ' s  r e s t i t u t i o n  o r d e r  w o u l d  n o t  h a v e  b e e n  p r o p e r  

since, B r o w n  a s s e r t s ,  ULSPA. c a n n o t  b e  r e t r o a c t i v e l y  a p p l i e d .  

B r o w n  al s o  c o n t e n d s  t h a t  a p p l i c a t i o n  o f  U L S P A  to i n - s t a t e  

s u b d i v i d e r s  is u n c o n s t i t u t i o n a l ,  and t h a t  the a d m i n i s t r a t i v e  

r e g u l a t i o n s  p r o m u l g a t e d  u n d e r  U L S P A  a r e  i n v a l i d  as a p p l i e d  

t o  him. Fi n a l l y ,  B r o w n  c l a i m s  t h a t  t h e  l o w e r  c o u r t  e r r e d  in 

r e f u s i n g  his r e q u e s t  f o r  a jury trial.

The State, o n  t h e  o t h e r  hand, a r g u e s  t h a t  t h e  

t r ial c o u r t  did n o t  e r r  in g r a n t i n g  r e l i e f  on the b a s i s  of 

c o m m o n  law fraud. The S t a t e  a l s o  c o n t e n d s  that t h e  t r i a l  

c o u r t ' s  j u d g m e n t  w o u l d  h a v e  be e n  p r o p e r  u n d e r  U L S P A ,  a n d  

u n d e r  the C o n s u m e r  P r o t e c t i o n  A c t  as w ell. The S t a t e  does, 

h o w e v e r ,  c l a i m  t h a t  the t r i a l  c o u r t  e r r e d  in d i s m i s s i n g  its 

c l a i m  a g a i n s t  F i r s t  N a t i o n a l  Ear.k of A n c h o r a g e .  T h e  S t a t e  

also c o n t e n d s  t h a t  the t r i a l  c o u r t  e r r e d  when, s h o r t l y  

f o l l o w i n g  the i s s u a n c e  o f  t h e  p r e l i m i n a r y  i n j u n c t i o n ,  i t  

d e n i e d  the S t a t e ' s  r e q u e s t  for p r e j u d g m e n t  a t t a c h m e n t  o f  

c e r t a i n  p r o p e r t y  b e l o n g i n g  to Brown.
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II. A P P L I C A T I O N  O F  T H E  C O N S U M E R  P R O T E C T I O N

■
. A C T  T O  S A L E S  O F  R E A L  P R O P E R T Y

W e  b e g i n  b y  a d d r e s s i n g  t h e  S t a t e ' s  c o n t e n t i o n  t h a t

t h e  t r i a l  c o u r t ' s  j u d g m e n t  c a n  b e  a f f i r m e d  u n d e r  t h e  U n f a i r

T r a d e  P r a c t i c e s  a n d  C o n s u m e r  P r o t e c t i o n  A c t ,  A S  4 5 . 5 0 . 4 7 1 -

4 5 . 5 0 . 5 6 1 .  W e  a d d r e s s  t h i s  a r g u m e n t  f i r s t  b e c a u s e ,  as t h e

S t a t e  p o i n t s  o u t ,  A S  4 5 . 5 0 . 5 0 1  s p e c i f i c a l l y  a u t h o r i z e s  t h e  %

A t t o r n e y  G e n e r a l  t o  b r i n g  s u i t  to e n j o i n  v i o l a t i o n s  o f  t h e

A c t ,  a n d  e x p r e s s l y  e m p o w e r s  t h e  c o u r t  i n  s u c h  c a s e s  to a w a r d

7
r e s t i t u t o r y  r e l i e f .  A s  n o t e d  e a r l i e r ,  t h e  S t a t e ' s  o r i g i n a l  

c o m p l a i n t  a l l e g e d  t h a t  B r o w n ' s  W i n d s o n g  a c t i v i t i e s  v i o l a t e d  

the C o n s u m e r  P r o t e c t i o n  A c t .  T h e  l o w e r  c o u r t  d i s m i s s e d  t h a t  

c o m p l a i n t  o n  t h e  b a s i s  o f  the e x e m p t i o n  c o n t a i n e d  in A S

7. A S  4 5 . 5 0 . 5 0 1  p r o v i d e s  i n  r e l e v a n t  p a r t :

(a) W h e n  t h e  a t t o r n e y  g e n e r a l  h a s  

r e a s o n  t o  b e l i e v e  t h a t  a p e r s o n  h a s  
u s e d ,  i s  u s i n g ,  or i s  a b o u t  t o  u s e  a n  
a c t  o r  p r a c t i c e  d e c l a r e d  u n l a w f u l  i n  
A S  4 5 . 5 0 . 4 7 1 ,  a n d  t h a t  p r o c e e d i n g s  
w o u l d  b e  in t h e  p u b l i c  i n t e r e s t ,  h e  
m a y  b r i n g  a n  a c t i o n  in t h e  n a m e  of  
t h e  s t a t e  a g a i n s t  t h e  p e r s o n  t o  r '■ • 
s t r a i n  b y  i n j u n c t i o n  t h e  u s e  o f  tne 
a c t  o r  p r a c t i c e .  . . .

(b) T h e  c o u r t  m a y  m a k e  a d d i t i o n a l  
o r d e r s  o r  j u d g m e n t s  t h a t  a r e  n e c e s s a r y  
t o  r e s t o r e  t o  a n y  p e r s o n  in i n t e r e s t  
a n y  m o n e y  o r  p r o p e r t y ,  r e a l  o r  p e r s o n a l ,  
w h i c h  m a y  h a v e  b e e n  a c q u i r e d  b y  m e a n s
of a n  a c t  o r  p r a c t i c e  d e c l a r e d  to b e  
u n l a w f u l  b y  A S  4 5 . 5 0 . 4 7 1 .
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g
4 5 . 5 0 . 4 8 1 ( a ) .  L a t e r ,  h o w e v e r ,  in r e n d e r i n g  i t s  f i n a l

d e c i s i o n ,  t h e  c o u r t  h e l d  t h a t  t h e  A c t  d o e s  n o t  a p p l y  a t  a!3

t o  the s a l e  of r e a l  p r o p e r t y ,  a c o n c l u s i o n  w h i c h  t h e  S t a t e

c l a i m s  is e r r o n e o u s .  F o r  t h e  r e a s o n s  d i s c u s s e d  b e l o w ,  w e

a g r e e  w i t h  the l o w e r  c o u r t ' s  d e c i s i o n .

A S  4 5 . 5 0 . 4 7 1 ( a )  p r o v i d e s :

U n f a i r  m e t h o d s  o f  c o m p e t i t i o n  a n d  
u n f a i r  o r  d e c e p t i v e  a c t s  o r  p r a c t i c e s  
i n  t h e  c o n d u c t  o f  t r a d e  o r  c o m m e r c e  a r e  
d e c l a r e d  co b e  u n l a w f u l .

S t a n d i n g  a l o n e ,  t h i s  l a n g u a g e  c o u l d  b e  c o n s t r u e d  a s  p r o ­

h i b i t i n g  m i s r e p r e s e n t a t i o n s  m a d e  b y  s e l l e r s  o f  r e a l  p r o ­

pe r t y .  A d d e d  b y  w a y  o f  a m e n d m e n t  t o  t h e  A c t  in 1 9 7 4 ,  s e e  

Ch. 53, § 1, S L A  1974, s u b s e c t i o n  (a) w a s  i n t e n d e d  " t o  m a k e  

t h e  p r o h i b i t o r y  l a n g u a g e  . . .  o f  t h e  p r e s e n t  A c t  m o r e  r e s­

p o n s i v e  t o  the n e e d s  o f  t h e  A l a s k a n  c o n s u m i n g  p u b l i c  a n d  t h e

9
b u s i n e s s  c o m m u n i t y . "  A n d ,  b e c a u s e  t h e  A c t  is r e m e d i a l ,  w e  

a r e  m i n d f u l  t h a t  i t s  p r o v i s i o n s  a r e  t o  be l i b e r a l l y  c o n ­

st r u e d .  S t a t e  v. O ' N e i l l  I n v e s t i g a t i o n s ,  I n c . , 609 P . 2d 520, 

5 2 8  ( A l a s k a  1 9 80).

N e v e r t h e l e s s ,  w e  a r e  p e r s u a d e d  t h a t  t h e  e n t i r e  

t h r u s t  of t h e  C o n s u m e r  P r o t e c t i o n  A c t  is d i r e c t e d  a t  r e­

g u l a t i n g  p r a c t i c e s  r e l a t i n g  to t r a n s a c t i o n s  i n v o l v i n g

8. S e e  n o t e  4 s u p r a .

9. G o v e r n o r ' s  T r a n s m i t t a l  L e t t e r ,  19 7 4  H o u s e  
J o u r n a l  122.



c o n s u m e r  g o o d s  a n d  s e r v i c e s .  I m m e d i a t e l y  f o l l o w i n g  A S  

45 . 50. 471 (a) 'is a l i s t  o f  t w e n t y - f i v e  s p e c i f i c  a c t s  o r  

p r a c t i c e s  w h i c h  a r e  e x p r e s s l y  p r o h i b i t e d  as " u n f a i r  m e t h o d s  

o f  c o m p e t i t i o n "  a n d  " d e c e p t i v e  a c t s  o r  p r a c t i c e s . "  A S  

4 5 . 5 0 . 4 7 1 ( b ) .  O f  t h e s e ,  t h i r t e e n  c o n c e r n  p r a c t i c e s  r e l a t i n g  

t o  t r a n s a c t i o n s  i n v o l v i n g  " g o o d s "  o r  " g o o d s  a n d  s e r v i c e s "  

g e n e r a l l y . * 0 T h e  r e m a i n i n g  t w e l v e  d e a l  w i t h  p r a c t i c e s  

i n v o l v i n g  t h e  s a l e  o f  p a r t i c u l a r  t y p e s  o f  g o o d s 11 o r  s e r -

1 *5
v i c e s ,  “ or r e l a t e  t o  c e r t a i n  t y p e s  o f  a c t i v i t i e s  c o m m o n l y

13
a s s o c i a t e d  w i t h  c o n s u m e r  g o o d s  a n d  s e r v i c e s  t r a n s a c t i o n s .

10. S e e  A S  45 . 50 . 4 7 1  (b) (1) , (2) , (3) , (4 ) , (5) , (6) ,
(7) , (8) , (9) , (11) , (13) a n d  (19) .

11. A S  4 5 . 5 0 . 4 7 1 ( b ) ( 1 0 ) ( r e s e t t i n g  v e h i c l e  o d o ­
m e t e r s ) ;  ( 2 1 ) ( s e l l i n g  f r o z e n  m e a t  as " f r e s h " ) ;  ( 2 5 ) ( f a i l u r e  
to c o m p l y  w i t h  A S  4 5 . 5 0 . 8 0 0 - 4 5 . 5 0 . 8 5 0 ,  t h e  A l a s k a  G a s o l i n e  
P r o d u c t s  L e a s i n g  A c t ) .

12. A S  4 5 . 5 0 . 4 7 1 ( b ) ( 1 7 ) ( e x c e s s  c h a r g e s  for
w a r r a n t y  r e p a i r s ) ;  ( 2 3 ) ( f a i l u r e  t o  c o m p l y  w i t h  A S  4 5 . 4 5 . 1 3 0 -
4 5 . 4 5 . 2 4 0 ,  r e g u l a t i n g  m o t o r  v e h i c l e  r e p a i r s ) ;  ( 2 4 ) (p r o­

h i b i t i n g  c e r t a i n  p r a c t i c e s  i n  c o n n e c t i o n  w i t h  c o u n s e l i n g ,  
c o n s u l t i n g  o r  a r r a n g i n g  for f u t u r e  s e r v i c e s  r e l a t i n g  t o  t h e  
d i s p o s i t i o n  o f  a b o d y  u p o n  d e a t h ) .

13. A S  4 5 . 5 0 . 4 7 1 ( b ) ( 1 0 ) ( m i s r e p r e s e n t a t i o n s  
r e g a r d i n g  p r i c e  r e d u c t i o n s ) ;  ( 1 4 ) ( m i s r e p r e s e n t i n g  l e g a l  
r ^ h t s  o r  o b l i g a t i o n s  i n  an a g r e e m e n t )  ; (15) ( m i s r e p r e s e n t i n g  

t h e  n e e d  for p a r t s ,  r e p l a c e m e n t  o r  r e p a i r  s e r v i c e ) ; (16) 
( m i s r e p r e s e n t i n g  t h e  a u t h o r i t y  o f  a n  a g e n t  or r e p r e s e n t a t i v e  
to n e g o t i a t e  t h e  t e r m s  o f  a c o n s u m e r  t r a n s a c t i o n ) ; (20) 
( s e l l i n g  or o f f e r i n g  t o  s e l l  a r i g h t  of p a r t i c i p a t i o n  in a 
c h a i n  d i s t r i b u t o r  s c h e m e ) ;  ( 2 2 ) ( f a i l u r e  t o  c o m p l y  w i t h  A S  
4 5 . 0 2 . 3 5 0 ,  r e g u l a t i n g  t h e  s a l e  o f  g o o d s  o r  s e r v i c e s  b y  d o o r -  
t o - d o o r  s o l i c i t a t i o n ) .
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W h i l e  s u b s e c t i o n  (b) m a k e s  c l e a r  t h a t  t h i s  l i s t  is n o t

e x c l u s i v e ,  n o n e  of t h e  e n u m e r a t e d  p r o h i b i t e d  a c t s  m e n t i o n s

r e a l  p r o p e r t y .  N o r  d o  a n y  o t h e r  p r o v i s i o n s  o f  t h e  A c t

s u g g e s t  t h a t  t h e  l e g i s l a t u r e  i n t e n d e d  t h e  s a l e  o f  r e a l

14
p r o p e r t y  to c o m e  w i t h i n  t h e  A c t ' s  p u r v i e w .

I t  is o u r  j u d g m e n t  t h a t  t h e  t r i a l  c o u r t  p r o p a r l y  

i n v o k e d  the r u l e  o f  e j u s d e m  g e n e r i s  t o  c o n s t r u e  t h e  l a n g u a g e  

of A S  4 5 . 5 0 . 4 7 1 ( a ) .  " [ W ] h e n  p a r t i c u l a r  w o r d s  a r e  f o l l o w e d  

by g e n e r a l  t e r m s ,  t h e  l a t t e r  w i l l  b e  r e g a r d e d  a s  r e f e r r i n g  

to t h i n g s  o f  a l i k e  c l a s s  w i t h  t h o s e  p a r t i c u l a r l y  d e s c r i b e d . ' 1 

C h u g a c h  E l e c t r i c  A s s ' n  v. C a l a i s  C o . , 4 1 0  P . 2d 5o8, 5 0 9 - 1 0  

( A l a s k a  1 9 6 6 ) .  T h e  d o c t r i n e  is e q u a l l y  a p p l i c a b l e  w h e n ,  as 

here, s p e c i f i c  w o r d s  c o m p r e h e n d i n g  a c l a s s  o f  a c t i v i t y  

f o l l o w  a m o r e  g e n e r a l  d e s c r i p t i o n .  2 A  C. S a n d s ,  S u t h e r l a n d  

S t a t u t o r y  C o n s t r u c t i o n  § 4 7 . 1 7 ,  at 1 0 3  (4th ed. 1 9 7 3 ) .  In 

our vie w ,  r e a l  p r o p e r t y  f a l l s  o u t s i d e  o f  t h e  c l a s s  " p a r­

t i c u l a r l y  d e s c r i b e d , "  i.e., " g o o d s  a n d  s e r v i c e s . "  T h e  l i s t

14. In t h i s  r e s p e c t ,  A l a s k a ' s  A c t  d i f f e r s  f r o m  
the A c t s  of s e v e r a l  s t a t e s ,  c a s e s  f r o m  w h i c h  h a v e  h e l d  t h a t  
real p r o p e r t y  t r a n s a c t i o n s  a r e  w i t h i n  the ^ A ' c t ' s s c o p e .  S e e , 
e . g . N a s h  v. H o o p e s ,  332 A . 2d 411, 4 1 3  ^ D e l , / ' S u p e r . 1975) 
(Act p r o h i b i t i n g  d e c e p t i v e  m e r c h a n d i s i n g  p r a c t i c e s  w h e r e  
" m e r c h a n d i s e "  s t a t u t o r i l y  d e f i n e d  to i n c l u d e  re'al'~'property) ; 
C o m m o n w e a l t h  v, D e C o t i s ,  316 N . E . 2 c  748 , 752 ((M a s s ,. 1974) 
( " t r a d e  or c o m m e r c e "  s t a t u t o r i l y  d e f i n e d  to i n c T u d e  t h e  s a l e  
of r e a l  p r o p e r t y ) ;  C o m m o n w e a l t h  v. M o n u m e n t a l  P r o p e r t i e s ,  
Inc., 329 A . 2 d  812 , 8 2 0  ((Pa^ 1974) ( " t r a d e  o r  c o m m e r c e "  
s t a t u t o r i l y  d e f i n e d  to i m h t u d e  t h e  s a l e  o f  r ^ a l  p r o p e r t y ) ; 
W o o d s  v. L i t t l e t o n ,  554 S . W . 2 d  662, 667 n . 9 ( ( T e x ,  1977) 
( " c o n s u m e r s "  s t a t u t o r i l y  d e f i n e d  to i n c l u d e  T»uij£hasers of 
re a l  p r o p e r t y ) .
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o f  p r o s c r i b e d  a c t i v i t i e s  f o u n d  i n  A S  4 5 . 5 0 . 4 7 1 ( b )  s u g g e s t s  

t h a t  t h e  A c t  is d i r e c t e d  s o l e l y  a t  r e g u l a t i n g  t r a n s a c t i o n s  

i n v o l v i n g  " p r o d u c t s  a n d  s e r v i c e s  s o l d  t o  c o n s u m e r s  i n  t h e  

p o p u l a r  sense.'" N e v e r o s k i  v. B l a i r , 358 A . 2d 473, 480 (N.J.

1 9 7 6 ) .  I n  N e v e r o s k i , t h e  c o u r t  w a s  c a l l e d  u p o n  t o  c o n s t r u e  

t h e  w o r d  " m e r c h a n d i s e , "  w h i c h  w a s  d e f i n e d  i n  t h e  N e w  J e r s e y  

C o n s u m e r  F r a u d  A c t  to i n c l u d e  " a n y t h i n g  o f f e r e d ,  d i r e c t l y  o r  

i n d i r e c t l y ,  t o  t h e  p u b l i c  f o r  s a l e . "  Id. a t  479. B e c a u s e  

t h a t  l a n g u a g e  w a s  p r e c e d e d  b y  t h e  w o r d s  " o b j e c t s ,  w a r e s ,  

g o o d s ,  c o m m o d i t i e s ,  [and] s e r v i c e s , "  t h e  c o u r t  i n v o k e d  t h e  

d o c t r i n e  o f  e j u s d e m  g e n e r i s  to h o l d  t h a t  m i s r e p r e s e n t a t i o n  

by a r e a l  e s t a t e  b r o k e r  in c o n n e c t i o n  w i t h  t h e  s a l e  of r e a l  

p r o p e r t y  w a s  n o t  a c t i o n a b l e  u n d e r  t h e  N e w  J e r s e y  A c t .  Id. 

a t  4 7 9 - 8 1 .  T h e  b r o a d  l a n g u a g e  o f  A S  4 5 . 5 0 . 4 7 1 ( a ) ,  l i k e  t h a t  

i n v o l v e d  in N e v e r o s k i , " c a n  l o g i c a l l y  o e  a t t r i b u t e d  t o  a 

l e g i s l a t i v e  d e s i r e  to i n c o r p o r a t e  o t h e r  c o n s u m e r  t r a n s­

a c t i o n s "  w h i c h  m a y  n o t  b e  r e g u l a t e d  b y  t h e  s p e c i f i c  p r o­

h i b i t i o n s  f o u n d  in s u b s e c t i o n  ( b ) . N e v e r o s k i , 358 A . 2d at  

430.

T h i s  c o n s t r u c t i o n  o f  s u b s e c t i o n  (a) a l s o  f i n d s  

s u p p o r t  in o t h e r  p r o v i s i o n s  of t h e  A c t .  A S  4 5 . 5 0 . 5 6 1 ( 6 )  

d e f i n e s  a " c o n s u m e r "  as "a p e r s o n  w h o  s e e k s  o r  a c q u i r e s  

c o o c s  or s e r v i c e s  b y  l e a s e  or p u r c h a s e . "  ( E m p h a s i s  a d d e d ) .  

M o r e o v e r ,  AS 4 5 . 5 0 . 5 3 1 ( a )  g r a n t s  a p r i v a t e  r i g h t  o f  a c t i o n  

o n l y  to " [a] p e r s o n  w h o  p u r c h a s e s  o r  l e a s e s  g o o d s  o r  s e r v i c e s
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a n d  t h e r e b y  s u f f e r s  an a s c e r t a i n a b l e  l o s s  . . . as a r e s u l t  

of a n o t h e r  p e r s o n ' s  a c t  o r  p r a c t i c e  d e c l a r e d  u n l a w f u l  b y  A S  

45.50.471."' ( E m p h a s i s  a d d e d ) .  T h a t  t h e  s e c t i o n  a u t h o r i z i n g  

t h e  A t t o r n e y  G e n e r a l  t o  s u e  to e n j o i n  v i o l a t i o n s  o f  A S  

4 5 . 5 0 . 4 7 1  c o n t a i n s  n o  c o m p a r a b l e  l i m i t a t i o n ,  s e e  A S  4 5 . 5 0 . 5 0 1 ,  

d o e s  n o t ,  i n  o u r  o p i n i o n ,  i n d i c a t e  t h a t  t h e  s c o p e  o f  t h e  A c t  

e n l a r g e s  w h e n  s u i t  is i n s t i t u t e d  b y  t h e  S t a t e .

I n  su m ,  w e  h o l d  t h a t  t h e  s a l e  o f  r e a l  p r o p e r t y  is 

n o t  w i t h i n  t h e  r e g u l a t o r y  s c o p e  o f  t h e  C o n s u m e r  P r o t e c t i o n  

Act. A c c o r d i n g l y ,  B r o w n ' s  l i a b i l i t y  f o r  r e s t i t u t i o n  t o  

W i n d s o n g  l o t  p u r c h a s e r s  c o u l d  n o t  p r o p e r l y  b e  p r e d i c a t e d  o n  

a s s e r t e d  v i o l a t i o n s  o f  t h a t  Act.

I I I .  THE UNIFORM LAND SALES PRACTICES ACT

A f t e r  t h e  t r i a l  c o u r t  d i s m i s s e d  t h e  C o n s u m e r  

P r o t e c t i o n  A c t  c l a i m  a g a i n s t  B r o w n ,  t h e  S t a t e  a m e n d e d  i t s  

c o m p l a i n t  t o  a l l e g e  v i o l a t i o n s  o f  t h e  U n i f o r m  L a n d  S a l e s  

P r a c t i c e s  A c t  ( U L S P A ) ,  A S  3 4 . 5 5 . 0 0 4 - 3 4 . 5 5 . 0 4 6 .  T h r o u g h o u t  

t h e  r e m a i n d e r  o f  t h e  p r o c e e d i n g s ,  t h e  S t a t e  c o n s i s t e n t l y  

a s s e r t e d  a n d  B r o w n  c o n s i s t e n t l y  d e n i e d  l i a b i l i t y  u n d e r  t h i s  

A c t .  A t  t h e  c o n c l u s i o n  o f  the c a s e ,  t h e  l o w e r  c o u r t  d e ­

c l i n e d  to r u l e  o n  t h e  a p p l i c a b i l i t y  o f  U L S P A ,  r e l y i n g  

i n s t e a d  on t h e  c o m m o n  law. T h e  S t a t e  c o n t e n d s  t h a t  t h e  

j u d g m e n t  w o u l d  h a v e  b e e n  p r o p e r  u n d e r  U L S P A .  B r o w n ,  o n  t h e  

o t h e r  h a n d ,  m a i n t a i n s  t h a t  U L S P A  c a n n o t  c o n s t i t u t i o n a l l y  

a p p l y  t o  h i m  s i n c e  t h e  1 9 7 7  a m e n d m e n t s ,  w h i c h  m a d e  t h e  A c t
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a p p l i c a b l e  t o  i n - s t a t e  l a n d  s a l e s ,  vrere e n a c t e d  i n  v i o l a t i o n  

of a r t i c l e  II, s e c t i o n  1 3  of t h e  A l a s k a  C o n s t i t u t i o n .  B r o w n  

a l s o  c l a i m s  t h a t  a c o u r t  is w i t h o u t  a u t h o r i t y  t o  a w a r d  

r e s t i t u t i o n  i n  a s u i t  b r o u g h t  u n d e r  U L S P A  b y  t h e  A t t o r n e y  

G e n e r a l .  F i n a l l y ,  B r o w n  a r g u e s  t h a t  e v e n  i f  t h e  c o u r t  c o u l d  

a w a r d  r e s t i t u t i o n ,  it c o u l d  n o t  d o  s o  a s  t o  t h o s e  p u r c h a s e r s  

w h o  b o u g h t  t h e i r  lo t s  p r i o r  t o  t h e  e f f e c t i v e  d a t e  o f  t h e  

U L S P A  a m e n d m e n t s .

A. T h e  C o n s t i t u t i o n a l  V a l i d i t y  o f  t h e  U L S P A
t.

A m e n d m e n t s .

A r t i c l e  II, s e c t i o n  13 o f  t h e  A l a s k a  C o n s t i t u ­

t i o n * ^  r e q u i r e s  t h a t  e v e r y  b i l l  b e  c o n f i n e d  t o  o n e  s u b j e c t  

w h i c h  m u s t  bv, expre.'.sed in i t s  t i t l e .  T h e  1 9 7 7  a m e n d m e n t s  

to U L S P A  f i n d  t h e i r  g e n e s i s  in H o u s e  B i l l  67, e n t i t l e d  "An 

A c t  R e l a t i n g  t o  t h e  U n i f o r m  L a n d  S a l e s  P r a c t i c e s  A c t . "  1 9 7 7  

H o u s e  J o u r n a l  63. T h e  b i l l  w a s  i n t r o d u c e d  a t  t h e  G o v e r n o r ' s  

r e q u e s t  a n d  a l l  o f  its p r o v i s i o n s  r e l a t e d  d i r e c t l y  to U L S P A .

15. A l a s k a  C o n s t i t u t i o n ,  a r t .  II, § 13 p r o v i d e s :

E v e r y  b i l l  s h a l l  b e  c o n f i n e d  to 
o n e  s u b j e c t  u n l e s s  i t  is a n  a p p r o p r i a­
t i o n  b i l l  or o n e  c o d i f y i n g ,  r e v i s i n g ,  
or r e a r r a n g i n g  e x i s t i n g  l a w s .  B i l l s  
f o r  a p p r o p r i a t i o n s  _,hall b e  c o n f i n e d  
to a p p r o p r i a u i o n s .  T h e  s u b j e c t  o f  
e a c h  b i l l  s h a l l  be e x p r e s s e d  i n  t h e  

t i t l e .  T h e  e n a c t i n g  c l a u s e  s h a l l  be:
"Be i t  e n a c t e d  by t h e  L e g i s l a t u r e  o f  
t h e  S t a t e  of A l a s k a . "
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See G o v e r n o r ' s  T r a n s m i t t a l  L e t t e r ,  id. a t  6 3 - 6 6 .  T h e  

p r i m a r y  i m p a c t  o f  H o u s e  B i l l  67 w a s  .to a m e n d  U L S P A  to b r i n g  

i n - s t a t e  s a l e s  o f  s u b d i v i d e d  l a n d  w i t h i n  t h e  A c t ' s  s c o p e  a n d  

to a d d  a g e n e r a l  a n t i f r a u d  s e c t i o n .  W i t h  o n l y  m i n o r  c h a n g e s ,  

the b i l l  r e c e i v e d  t h e  H o u s e ' s  a p p r o v a l  a n d  w a s  s e n t  t o  t h e  

S e n a t e  f o r  i t s  c o n s i d e r a t i o n .  A t  t h e  i n s t a n c e  o f  t h e  S e n a t e  

R u l e s  C o m m i t t e e ,  a S e n a t e  C o m m i t t e e  S u b s t i t u t e  w a s  a p p r o v e d .  

19 7 7  S e n a t e  J o u r n a l  1 5 1 7 .  T h i s  v e r s i o n  o f  t h e  b i l l  w a s  

e n t i t l e d  "An A c t  R e l a t i n g  to L a n d ;  A n d  P r o v i d i n g  f o r  an 

E f f e c t i v e  D a t e . "  Id. a t  1489. T h e  s e c t i o n s  r e l a t i n g  to 

U L S P A  w e r e  e s s e n t i a l l y  t h e  s a m e  as t h o s e  a p p r o v e d  b y  t h e  

H o u s e ,  b u t  t h e  S e n a t e  C o m m i t t e e  S u b s t i t u t e  a l s o  c o n t a i n e d  

v a r i o u s  a m e n d m e n t s  t o  t h e  A l a s k a  L a n d  A c t ,  A S  3 8 . 0 5 . 0 0 5 -  

3 8 . 1 5 . 3 7 0 .  T h e s e  a m e n d m e n t s  p e r t a i n  t o  t h e  l e a s i n g  of 

s t a t e - o w n e d  l a n d s  a n d  t o  t h e  D i v i s i o n  o f  L a n d s '  z o n i n g  

p o w e r .  It w a s  t h i s  v e r s i o n  of the b i l l  t h a t  u l t i m a t e l y  

b e c a m e  law. C h .  138, S L A  1977.

T h a t  e v e r y  s e c t i o n  o f  C h a p t e r  138, S L A  1 9 7 7  in 

s o m e  r e s p e c t  c o n c e r n s  l a n d  is n o t  d i s p u t e d .  H o w e v e r ,  it is 

j u s t  a s  c l e a r  t h a t  m a n y  o f  its p r o v i s i o n s  h a v e  n o t h i n g  e l s e  

in c o m m o n .  T h u s ,  t h e  i s s u e  to b e  r e s o l v e d  is w h e t h e r  the 

g e n e r a l  h e a d i n g  " l a n d "  c a n  be c o n s i d e r e d  ''one s u b j e c t "  for 

p u r p o s e s  of a r t i c l e  II, s e c t i o n  13. W e r e  w e  w r i t i n g  o n  a 

c l e a n  s l a t e ,  w e  w o u l d  be i n c l i n e d  to f i n d  t h i s  s u b j e c t  

i m p e r m i s s i b l y  b r o a d .  P e r m i t t i n g  s u c h  b r e a d t h  u n d e r  t h e  o n e -

- 2 1 -



s u b j e c t  r u l e  c o u l d  c o n c e i v a b l y  b e  m i s c o n s t r u e d  a s  a s a n c t i o n  

f o r  l e g i s l a t i o n  e m b r a c i n g  "t h e  w h o l e  b o d y  o f  t h e  l a w . "  

T r u m b l e  v. T r u m b l e , 55 N. W .  869, 8 7 0  (Neb. 1 8 9 3 ) .  N e v e r ­

t h e l e s s ,  w h i l e  t h e  i s s u e  is i n d e e d  c l o s e ,  w e  a r e  unable, t o  

s a y  t h a t  t h e  l e g i s l a t u r e  h a s  t r a n s g r e s s e d  t h e  l i m i t s  o f  

a r t i c l e  II, s e c t i o n  13 e s t a b l i s h e d  b y  p r i o r  d e c i s i o n s  o f  

t h i s  c o u r t .

T o  d e t e r m i n e  i f  a b i l l  is c o n f i n e d  t o  o n e  s u b j e c t ,

[a]11 t h a t  is n e c e s s a r y  is t h a t  t h e  
a c t  s h o u l d  e m b r a c e  s o m e  o n e  g e n e r a l  
s u b j e c t ;  a n d  b y  t h i s  is m e a n t ,  m e r e l y ,  
t h a t  a l l  m a t t e r s  t r e a t e d  o f  s h o u l d  
f a l l  u n d e r  s o m e  o n e  g e n e r a l  i d e a ,  be  
so c o n n e c t e d  w i t h  o r  r e l a t e d  t o  e a c h  
o t h e r ,  e i t h e r  l o g i c a l l y  o r  i n  p o p u l a r  
u n d e r s t a n d i n g ,  as t o  be p a r t  o f ,  or  

g e r m a n e  to, o n e  g e n e r a l  s u b j e c t .

T h u s ,  " w h a t  c o n s t i t u t e s  o n e  s u b j e c t  f o r  p u r p o s e s  of a r t .  II,

17
§ 13 is b r o a d l y  c o n s t r u e d . "  A n d  " [ n ) o  a c t  w i l l  be s e t

a s i d e  f o r  f a i l i n g  to c o m p l y  w i t h  t h i s  p r o v i s i o n  e x c e p t  w h e r e

18
t h e  v i o l a t i o n  is b o t h  s u b s t a n t i a l  a n d  p l a i n . "

16. G e l l e r t  v. S t a t e ,  5 5 2  P . 2 d  1 1 2 0 ,  1 1 2 3  ( A l a s k a  
1 9 7 4 ) ,  q u o t i n g  J o h n s o n  v. H a r r i s o n ,  50 N . W .  923, 924 (Minn. 
1 8 9 1 ) .  S e e  S h o r t  v S t a t e ,  6 0 0  P . 2 d  20, 24 ( A l a s k a  1 9 7 9 ) ;  
N o r t h  S l o p e  B o r o u g h  v. S o h i o  P e t r o l e u m  C o r p . ,  5 8 5  P . 2 d  534,
5 4 5  ( A l a s k a  1 9 7 8 ) .

17. S h o r t  v. S t a t e ,  600 P . 2d 20, 23 ( A l a s k a  1 9 79).  
S e e  N o r t h  S l o p e  B o r o u g h  v. S o h i o  P e t r o l e u m  C o r p . ,  585 P . 2d 
534, 545 ( A l a s k a  1 9 7 8 ) ;  G e l l e r t  v. S t a t e ,  522 P 2d 1 1 2 0 ,  1122  
( A l a s k a  1 9 7 4 ) .

18. N o r t h  S l o p e  B o r o u g h  v  ^,ohio P e t r o l e u m  C o r p .  ,
58 5  P . 2d 534, 5 4 5  ( A l a s k a  1978). S e e  S h o r t  v. S t a t e ,  6 0 0 * P . 2 d
20, 22 ( A l a s k a  1 9 7 9 ) ;  S u b e r  v. S t a t e  B o n d  C o m m . ,  414 P . 2d 546, 
5 5 7  ( A l a s k a  1966) .



In G e l l e r t  v. S t a t e , 5 2 2  P . 2d 1 1 2 0  ( A l a s k a  1974 ) ,  

w e  u p h e l d  a b i l l  t h a t  p r o v i d e d  f o r  t h e  i s s u a n c e  o f  b e n d s  to 

f i n a n c e  f l o o d  c o n t r o l  a n d  s m a l l  b o a t  h a r b o r  p r o j e c t s .  T h e s e  

t w o  t o p i c s  w e r e  f o u n d  to b e  c o n f i n e d  to o n e  s u b j e c t  b e c a u s e  

t h e y . b o t h  p e r t a i n e d  " t o  o n e  o n g o i n g  p l a n  f o r  t h e  d e v e l o p m e n t  

o f  w a t e r  r e s o u r c e s . "  Id. at 523. M o r e  r e c e n t l y ,  i n  N o r t h  

S l o p e  B o r o u g h  v. S o h i o  P e t r o l e u m  C o r p ., 5 8 5  P . 2d 534, 545 

(A l a s k a  1978) , w e  u p h e l d  "An A c t  R e l a t i n g  t o  T a x a t i o n ;  A n d  

P r o v i d i n g  f o r  a n  E f f e c t i v e  D a t e . "  B e c a u s e  i t s  v a r i o u s  

p r o v i s i o n s ,  a l t h o u g h  d i v e r s e ,  a l l  r e l a t e d  t o  " s t a t e  t a x a­

ti o n , "  w e  f o u n d  n o  v i o l a t i o n  o f  the o n e - s u b j e c t  r u l e .  I d . 

a t  5 4 4 - 4 6 .  In l i g h t  o f  t h e s e  d e c i s i o n s ,  w e  m u s t  l i k e w i s e  

c o n c l u d e  t h a t  " l ' n d "  is n o t  an u n d u l y  b r o a d  s u b j e c t  f o r  

p u r p o s e s  of a r t i c l e  II, s e c t i o n  13. C o n s e q u e n t l y ,  C h a p t e r

138, S L A  1977, t h e  p r o v i s i o n s  o f  w h i c h  a l l  r e l a t e  to t h i s

19
s u b j e c t ,  is c o n s t i t u t i o n a l l y  v a l i d .

19. B r o w n  a l s o  c o n t e n d s  t h a t  C h a p t e r  1 3 8  is 
d e f e c t i v e  u n d e r  art. Ill, § 13 b e c a u s e  t h e  t i t l e ,  "An A c t  
R e l a t i n g  to L a n d ;  A n d  P r o v i d i n g  fcr a n  E f f e c t i v e  D a t e , "  d o e s  
n o t  a d e q u a t e l y  e x p r e s s  i t s  s u b j e c t  m a t t e r .  S i n c e  w e  h a v e  
c o n c l u d e d  t h a t  " l a n d "  c o n s t i t u t e s  o n e  s u b j e c t ,  w e  b e l i e v e  
t h a t  t h e  r e q u i r e m e n t  t h a t  t h e  t i t l e  e x p r e s s  t h a t  s u b j e c t  is 
a l s o  s a t i s f i e d .  T h e  p u r p o s e  o f  t h e  r e q u i r e m e n t  is to p r e v e n t  
s u r r e p t i t i o u s  i n t r o d u c t i o n  of l e g i s l a t i o n  n o t  i n d i c a t e d  b y  
the t i t l e .  S e e  G r i f f i n  v. S h e l d o n ,  11 A l a s k a  607, 615 
(1948). C h a p t e r  138 c o n t a i n s  n o  h i d d e n  p r o v i s i o n s  u n r e l a t e d  
to its t i tle, a n d  " [ a ] n y o n e  i n t e r e s t e d  i n  a n y  o f  t h e  p a r­
t i c u l a r s  of t h e  b i l l  w o u l d  be a d v i s e d  b y  t h i s  t i t l e  to l o o k  
to the b o d y  o f  t h e  law. . . . "  W a s s  v. A n d e r s o n ,  252 N . W . 2d 
131, 137 (Minn. 1977) .
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B. R e s t i t u t i o n  Linder U L S P A  i n  a P u b l i c  A c t i o n .

U n l i k e  t h e  C o n s u m e r  P r o t e c t i o n  A c t ,  U L S P A  d o e s  n o t  

e x p r e s s l y  a u t h o r i z e  t h e  c o u r t  to a w a r d  r e s t i t u t o r y  r e l i e f  in 

a s u i t  i n s t i t u t e d  b y  t h e  S t a t e .  A l t h o u g h  r e s t i t u t i o n  is 

e x p r e s s l y  a v a i l a b l e  in a p r i v a t e  a c t i o n  u n d e r  U L S P A ,  A S  

3 4 . 4 4 . 0 4 0 ( b ) ,  w i t h  r e s p e c t  t o  p u b l i c  e n f o r c e m e n t ,  t h e  A c t  

m e r e l y  p r o v i d e s  t h a t  t h e  S t a t e  " m a y  b r i n g  a n  a c t i o n  i n  t h e  

s u p e r i o r  c o u r t  . . .  t o  e n f o r c e  c o m p l i a n c e  v/ith t h i s  c h a p t e r  

o r  a r e g u l a t i o n  o r  o r d e r  u n d e r  t h i s  c h a p t e r . "  A S  3 4 . 5 5 . 0 2 2 ( c ) .  

A c c o r d i n g  t o  B r o w n ,  t h e  a b s e n c e  o f  a p r o v i s i o n  a u t h o r i z i n g  

r e s t i t u t i o n  in a p u b l i c  a c t i o n  i m p l i e d l y  c i r c u m s c r i b e s  t h e  

c o u r t ' s  p o w e r  t o  a w a r d  s u c h  r e l i e f  u n l e s s  t h e  S t a t e  p r o c e e d s  

u n d e r  C i v i l  R u l e  23, a n d  t h e  c a s e  is p r o p e r l y  c e r t i f i e d  a s  a 

c l a s s  a c t i o n .  W h i l e  w e  a g r e e  t h a t  i n  a c a s e  o f  t h i s  n a t u r e  • 

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

c l u d e  t h a t  c e r t i f i c a t i o n  as a c l a s s  a c t i o n  is n o t  a p r e -  J

r e q u i s i t e  to a n  a w a r d  o f  r e s t i t u t o r y  r e l i e f .

In P e o p l e  v. S u p e r i o r  C o u r t , 5 0 7  P . 2d 1 4 0 0  (Cal.

19 73), t h e  C a l i f o r n i a  S u p r e m e  C o u r t  w a s  c o n f r o n t e d  w i t h  s u b­

s t a n t i a l l y  t h e  s a m e  i s s u e  i n v o l v e d  h e r e .  In t h a t  c a s e ,  t h e  

C a l i f o r n i a  A t t o r n e y  G e n e r a l  b r o u g h t  s u i t  u n d e r  a s t a t u t e  

t h a t  a u t h o r i z e d  t h e  A t t o r n e y  G e n e r a l  t o  s u e  to e n j o i n  

m i s l e a d i n g  a d v e r t i s i n g ,  " b u t  w a s  s i l e n t  as to t h e  p o w e r  of  

t h e  t r i a l  c o u r t  to o r d e r  r e s t i t u t i o n  in s u c h  a p r o c e e d i n g . "

Id. at 140 2 .  N o t i n g  t h a t  t h e  s t a t u t e  i n v o l v e d  " d i d  n o t



r e s t r i c t  tl.e c o u r t ' s  g e n e r a l  e q u i t y  j u r i s d i c t i o n  'in s o  m a n y  

w o r d s ,  or b y  a n e c e s s a r y  a n d  i n e s c a p a b l e  i n f e r e n c e , ' "  id., 

c u o t i n g  P o r t e r  v. W a r n e r  H o l d i n g  C o . , 328 U . S .  395, 398, 90 

L . S d .  133 2 ,  13 3 7  ( 1 9 4 6 ) ,  t h e  c o u r t  h e l d  t h a t  "a t r i a l  c o u r t  

h a s  t h e  i n h e r e n t  p o w e r  t o  o r d e r ,  as a f o r m  o f  a n c i l l a r y  

r e l i e f ,  t h a t  the d e f e n d a n t s  m a k e  or o f f e r  t o  m a k e  r e s t i t u ­

t i o n  t o  t h e  c o n s u m e r s  f o u n d  t o  h a v e  b e e n  d e f r a u d e d . "  507 

P . 2 d  at 1 4 0 2 .  In s u p p o r t  o f  i t s  h o l d i n g  t h e  c o u r t  r e l i e d  on  

a n u m b e r  o f  a n a l o g o u s  f e d e r a l  c a s e s  t h a t  h a d  r e a c h e d  t h e  

s a m e  c o n c l u s i o n .  S e e  M i t c h e l l  v. D e M a r i o  J e w e l r y ,  I n c . , 361 

U . S .  288, 2 9 1 - 9 2 ,  4 L . E d .  2 d  323, 326 (1960); P o r t e r  v. 

W a r n e r  H o l d i n g  C o . , 328 U.S. 395, 3 9 8 - 9 9 ,  90 L . E d .  133 2 ,  

1 3 3 6 - 3 8  (1946); S e c u r i t i e s  a n d  E x c h a n g e  C o m m ' n  v. T e x a s  

G u l f  S u l p h u r  C o . 4 4 6  F . 2 d  1 3 0 1 ,  1 3 0 7 - 0 8  (2d C i r .  1 9 7 1 ) ;  

M c C o m b  v. F r a n k  S c e r b o  & S o n s , 1 7 7  F . 2 d  137, 1 3 8 - 3 9  (2d 

C i r .  1 9 49). See a l s o  I n t e r s t a t e  C o m m e r c e  C o m m ' n  v. B & T  

T r a n s p o r t a t i o n  C o . , 513 F . 2 d  1 ] 8 2 ,  1 1 8 4 - 8 5  (1st C i r .  1 9 8 0 ) .  

B u t  s e e  U n i t e d  S t a t e s  v. P a r k i n s o n , 2 4 0  F . 2 d  9 1 8  (9th C i r .  

1 9 5 6 ) .

W e  fi n d  t h e  C a l i f o r n i a  S u p r e m e  C o u r t ' s  r e a s o n i n g  

p e r s u a s i v e  a n d  t h e r e f o r e  h o l d  t h a t  t h e  t r i a l  c o u r t  h a s  t h e  

i n h e r e n t  p o w e r  to o r 3 e r  r e s t i t u t i o n  in an a c t i o n  b r o u g h t  b y  

t h e  S t a t e  u n d e r  U L S P A .  N o t h i n g  i n  t h a t  A c t  o r  i n  i t s  l e g i s­

l a t i v e  h i s t o r y  s u g a o s t s  t h a t  the l e g i s l a t u r e  i n t e n d e d  t o  

r e s t r i c t •t h e  c o u r t ' s  t r a d i t i o n a l  e q u i t y  p o w e r s  w h e n  p r o p e r l y
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i n v o k e d .  T h a t  t h e  l e g i s l a t u r e  s a w  f i t  t o  p r o v i d e  a p r i v a t e  

r i g h t  o f  a c t i o n  f o r  r e s t i t u t i o n  u n d e r  U L S P A  d o e s  no t ,  i n  o u r  

j u d g m e n t ,  o p e r a t e  t o  c u r t a i l  t h e  c c a r t ' s  p o w e r  t o  a w a r d  s u c h  

r e l i e f  a t  t h e  i n s t a n c e  o f  t h e  S t a t e .  S e e  P i e r c e  v. S u p e r i o r  

C o u r t , 37 P. 460, 4 6 1  (Cal. 1934).

T h e r e  r e m a i n s ,  h o w e v e r ,  t h e  q u e s t i o n  o f  h o w  t h e  

S t a t e  m u s t  p r o c e e d  i n  a c a s e  o f  t h i s  n a t u r e ;  a n  i s s u e  t h a t  

h a s  r e c e i v e d  s c a n t  a t t e n t i o n  f r o m  t h e  c o u r t s .  A s  w e  p e r ­

c e i v e  it, t h e  p r i n c i p a l  d i f f e r e n c e  b e t w e e n  t h i s  c a s e  a n d  o n e

b r o u g h t  as a p r i v a t e . c l a s s  a c t i o n  is t h a t  t h e  S t a t e  is n o t  a

2 0
m e m b e r  o f  t h e  c l a s s  o f  p e r s o n s  w h o m  i t  s e e k s  to r e p r e s e n t .  

W h i l e  t h e  S t a t e  h e r e  d e n i e s  t h a t  i t  is r e p r e s e n t i n g  a n y o n e  

o t h e r  t h a n  i t s e l f ,  a s s e r t i n g  t h a t  i t s  a c t i o n  is p r e d o m i n ­

a n t l y  f o u n d e d  in l a w  e n f o r c e m e n t ,  i t  is c l e a r  t h a t  as t o  t h e  

r e s t i t u t i o n  c l a i m  t h e  S t a t e  is a t t e m p t i n g  t o  e n f o r c e  t h e  

r i g h t s  o f  a c l a s s  o f  p r i v a t e  i n d i v i d u a l s .  T h u s ,  w e  b e l i e v e  

t h a t  t h e  S t a t e  m u s t  b e  r e g a r d e d  as a c t i n g  in a r e p r e s e n t a t ­

i v e  c a p a c i t y .  T h i s  c o n c l u s i o n  f i n d s  s u p p o r t  in t h e  c a s e  of 

K u g l e r  v. R o m a i n , 2 7 9  A . 2d 640 (N.J. 1 9 7 1 ) ,  in w h i c h  t h e  

c o u r t  s u s t a i n e d  t h e  A t t o r n e y  G e n e r a l ' s  a u t h o r i t y  t o  m a i n t a i n  

an a c t i o n  f o r  r e s t i t u t i o n  o n  b e h a l f  o f  d e f r a u d e d  c o n s u m e r s

20. B y  i t s  o w n  t e r m s  R u l e  23 r e q u i r e s  t h a t  a 
r e p r e s e n t a t i v e  b e  a m e m b e r  of the c l a s s  o n  b e h a l f  o f  w h i c h  
s u i t  is b r o u g h t .  I t  s t a t e s  t h a t  " [ o ] n e  o r  m o r e  m e m b e r s  o f  a 
c l a s s  m a y  s u e  o r  b e  s u e d  as r e p r e s e n t a t i v e  p a r t i e s  o n  b e h a l f  

of all. . . . "  A l a s k a  R. Civ. P. 2 3 ( a ) .  T h u s ,  t h e  S t a t e  

c o u l d  n o t  h a v e  b r o u g h t  t h i s  s u i t  as a R u l e  23 c l a s s  a c t i o n .
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as a s u i t  " i n  t h e  n a t u r e  o f  a c l a s s  a c t i o n . "  Id. a t  649. 

A l t h o u g h  t h e  c o u r t  d i d  n o t  d i s c u s s  a t  l e n g t h  t h e  p r o c e d u r a l  

a s p e c t s  o f  s u c h  a s u i t ,  i t  d i d  n o t e  in p a s s i n g  that' " g u i d­

an c e  m a y  b e  f o u n d  in [ N e w  J e r s e y  s t a t u t e s ]  w h i c h  r e l a t e  

g e n e r a l l y  t o  c l a s s  a c t i o n s . "  I d .

W e  l i k e w i s e  c o n c l u d e  t h a t  g u i d a n c e  as t o  t h e  p r o ­

c e d u r a l  a s p e c t s  o f  a c a s e  s u c h  as t h i s  m a y  b e  f o u n d  i n  o u r  

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

C i v i l  R u l e  23. O f  p a r t i c u l a r  i m p o r t a n c e  is t h a t  p a r t  o f  t h e  

R u l e  r e l a t i n g  t o  n o t i c e  t o  m e m b e r s  o f  t h e  c l a s s  b e i n g  

r e p r e s e n t e d .  S u b s e c t i o n  ( c ) (2) of t h e  R u l e  i n  r e l e v a n t  p a r t  

p r o v i d e s :

[T] h e  c o u r t  s h a l l  d i r e c t  to t h e  
m e m b e r s  o f  t h e  c l a s s  the b e s t  n o t i c e  
p r a c t i c a b l e  u n d e r  t h e  c i r c u m s t a n c e s ,  
i n c l u d i n g  n o t i c e  t o  a l l  m e m b e r s  w h o  
c a n  b e  i d e n t i f i e d  t h r o u g h  r e a s o n a b l e  
e f f o r t .  T h e  n o t i c e  s h a l l  a d v i s e  
e a c h  m e m b e r  t h a t  (A) the c o u r t  w i l l  
e x c l u d e  h i m  f r o m  t h e  c l a s s  i f  h e  so 
r e q u e s t s  b y  a s p e c i f i e d  d a t e ;  (B) 
t h e  j u d g m e n t ,  w h e t h e r  f a v o r a b l e  o r  
n o t ,  w i l l  i n c l u d e  a l l  m e m b e r s  w h o  
d o  n o t  r e q u e s t  e x c l u s i o n ;  a n d  (C) 
a n y  m e m b e r  w h o  d o e s  n o t  r e q u e s t  e x ­
c l u s i o n  m a y ,  i f  he d e s i r e s ,  e n t e r  
a n  a p p e a r a n c e  t h r o u g h  h i s  c o u n s e l .

A l a s k a  R. Ci v .  P. 23(c) (2). F o l l o w i n g  t h i s  p r o c e d u r e  w i l l  

a s s u r e  t h a t  t h o s e  i n d i v i d u a l s  w h o  e l e c t  t o  b e  r e p r e s e n t e d  by 

the S t a t e  w i l l  b e  b o u n d  b y  t h e  j u d g m e n t ,  " l i k e  a n y  o t h e r  

p e r s o n s  w h o s e  c l a i m s  a r e  p r o s e c u t e d  b y  a n  a u t h o r i z e d  r e p r e s e n t a­

t i v e . "  M c C o m b  v. F r a n k  S c e r b o  & S o n s ,  1 7 7  F . 2 d  137, 1 4 0  (2d
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Cir. 1 9 4 9 ) (Hand, C . J . ,  c o n c u r r i n g ) .  A n d  e n s u r i n g  t h a t  t h e  

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

e c o n o m y  by l e n d i n g  f i n a l i t y  t o  l i t i g a t i o n  a n d  p r o t e c t  t h e  

d e f e n d a n t  f r o m  t h e  u n f a i r  r i s k  of b e i n g  s u b j e c t e d  t o  m u l ­

t i p l e  l a w s u i t s  a r i s i n g  f r o m  t h e  s a m e  c l a i m .  S e e  N o t e ,

N e w  Y o r k  C i t y ' s  A l t e r n a t i v e  t o  T h e  C o n s u m e r  C l a s s  A c t i o n :

T h e  G o v e r n m e n t  A s  R o b i n  H o od, 9 H a r v .  J. L e g i s .  301, 3 4 5 - 4 7  

(1972) ; C a l i f o r n i a  C o r p o r a t i o n s  C o d e  S e c t i o n  2 5 5 3 0 ( b ) ;  

G o v e r n m e n t  A g e n c y  S u i t  V e r s u s  T h e  P r i v a t e  C l a s s  A c t i o n , 27 

H a s t i n g s  L . J .  265, 2 7 9 - 8 0  (1975).

I n  t n e  i n s t a n t  c a s e ,  t h e  t r i a l  c o u r t  i n s t r u c t e d  

the S t a t e  t o  n o t i f y  a l l  W i n d s o n g  l o t  p u r c h a s e r s  of t h e  

S t a t e ' s  a c t i o n  a g a i n s t  B r o w n .  T h e  p u r p o s e  o f  s u c h  n o t i c e  

w a s  t o  d e t e r m i n e  w h i c h  p u r c h a s e r s  w i s h e d  t o  p a r t i c i p a t e  in 

any o r d e r  o f  r e s t i t u t i o n  u l t i m a t e l y  d e c r e e d  b y  t h e  c o u r t .  

T h i s  n o t i c e ,  h o w e v e r ,  d i d  n o t  c o m p o r t  w i t h  t h e  r e q u i r e m e n t  

d i s c u s s e d  a b o v e  t h a t  t h e  n o t i c e  s t a t e  t h a t  t h o s e  e l e c t i n g  to  

p a r t i c i p a t e  w i l l  b e  b o u n d  by t h e  f i n a l  j u d g m e n t ,  w h e t h e r  

f a v o r a b l e  o r  not. C o n s e q u e n t l y ,  w h e t h e r  t h e  l o w e r  c o u r t ' s  

j u d g m e n t  i n  t h i s  c a s e  w o u l d  b e  b i n d i n g  o n  e a c h  W i n d s o n g  lot 

p u r c h a s e r  r e m a i n s  o p e n  t o  q u e s t i o n .  H o w e v e r  w e  d o  n o t  

b e l i e v e  t h a t  t h i s  d e f e c t  r e q u i r e s  t h a t  t h e  c a s e  be r e m a n d e d  

for f u r t h e r  p r o c e e d i n g s .  B e f o r e  an i n d i v i d u a l  l o t  p u r c h a s e r  

r e c e i v e s  m o n e y  u n d e r  a j u d g m e n t  o r d e r i n g  r e s t i t u t i o n ,  he
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s h o u l d  f i r s t  c o n s e n t  i n  w r i t i n g  t o  b e  b o u n d  b y  t h a t  j u d g­

m e n t .  T h a t  w i l l ,  u n d e r  t h e  c i r c u m s t a n c e s  o f  t h i s  c a s e ,  

i n  l a r g e  p a r t  a c c o m p l i s h  t h e  g o a l s  of t h e  n o t i c e  r e q u i r e m e n t  

o f  R u l e  23 (c) (2).

C. B r o w n ' s  L i a b i l i t y  U n d e r  U L S P A

We m u s t  n o w  d e t e r m i n e  w h e t h e r  t h e  l o w e r  c o u r t ' s  

r e s t i t u t i o n  o r d e r  c a n  b e  u p h e l d  u n d e r  U L S P A .

A S  3 4 . 5 5 . 0 0 6  p r o v i d e s :

I t  is u n l a w f u l  f o r  a p e r s o n ,  i n  c o n ­
n e c t i o n  w i t h  t h e  o f f e r ,  s a l e  o r  p u r c h a s e  
of s u b d i v i d e d  l a n d  d i r e c t l y  o r  i n d i r e c t l y ,  
to k n o w i n g l y

(1) e m p l o y  a d e v i c e ,  s c h e m e  o r  a r t i­
fi c e  t o  d e f r a i’d;

(2) m a k e  a n  u n t r u e  s t a t e m e n t  o f  a 
m a t e r i a l  f a c t  o r  o m i t  a s t a t e m e n t  o f  
m a t e r i a l  f a c t  n e c e s s a r y  i n  o r d e r  t o  m a k e  
the s t a t e m e n t s  m a d e ,  i n  l i g h t  o f  t h e  c i r ­
c u m s t a n c e s  u n d e r  w h i c h  t h e y  w e r e  m a d e ,  
n o t  m i s l e a d i n g ;  o r

(3) e n g a g e  in a n  act, p r a c t i c e ,  o r  
c o u r s e  o f  b u s i n e s s  w h i c h  o p e r a t e s  o r  w o u l d  
o p e r a t e  as a f r a u d  or d e c e i t  u p o n  a p e r s o n .

21A pe rson  who d isp o se s  o f su bd iv id ed  land  in  v io l a t io n  o f

21. " S u b d i v i d e d  land" is d e f i n e d  i n  A S  3 4 . 5 5 . 0 4 4 ( 6 )  
a s  i n c l u d i n g  " l a n d  w h i c h  is d i v i d e d  o r  is p r o p o s e d  t o  b e  
d i v i d e d  f o r  t h e  p u r p o s e  o f  d i s p o s i t i o n  i n t o  t w o  o r  m o r e  lots, 
p a r c e l s ,  u n i t s  o r  i n t e r e s t s .  . . . "  T h a t  B r o w n  w a s  s e l l i n g  
s u b d i v i d e d  l a n d  a t  t h e  t i m e  the S t a t e  i n s t i t u t e d  t h i s  a c t i o n  
is n o t  d i s p u t e d .  S i n c e  B r o w n  r e c e i v e d  an e x e m p t i o n  f r o m  t h e  
r e g i s t r a t i o n  p r o v i s i o n s  o f  the f e d e r a l  I n t e r s t a t e  L a n d  S a l e s  
F u l l  D i s c l o s u r e  Act, s e e  n o t e  4 s u p r a , he is a l s o  e x e m p t  
f r o m  t h e  r e g i s t r a t i o n  p r o v i s i o n s  of U L S P A .  A S  3 4 . 5 5 . 0 4 2 ( a )
(3). T h i s  d o e s  not, h o w e v e r ,  i m m u n i z e  B r o w n  f r o m  l i a b i l i t y  
u n d e r  A S  3 4 . 5 5 . 0 0 6 .  S e e  id.; G o v e r n o r ' s  T r a n s m i t t a l  
L e t t e r ,  19 7 7  H o u s e  J o u r n a I ~ 6 5 .
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t h i s  s e c t i o n  i s  c i v i l l y  l i a b l e  t o  a p u r c h a s e r

. . . u n l e s s  i n  t h e  c a s e  o f  a n  u n t r u t h  

o r  o m i s s i o n  i t  is p r o v e d  t h a t  t h e  p u r ­
c h a s e r  k n e w  o f  t h e  u n t r u t h  o r  o m i s s i o n  
o r  t h a t  t h e  p e r s o n  o f f e r i n g  o r  d i s p o s i n g  
o f  s u b d i v i d e d  l a n d  d i d  n o t  k n o w  a n d  in 
t h e  e x e r c i s e  o f  r e a s o n a b l e  c a r e  c o u l d  
n o t  h a v e  k n o w n  of t h e  u n t r u t h  o r  o m i s­
sio n .

AS 3 4 . 5 5 . 0 3 0 ( a ) .  S e e  S t e p a n o v  v. G a v r i l o v i c h , 594 P . 2 d  30, 

33 ( A l a s k a  1 9 7 9 ) .

W i t h  r e s p e c t  to the e i g h t e e n  i n d i v i d u a l s  w h o  p u r ­

c h a s e d  W i n d s o n g  lo t s  o n  o r  a f t e r  S e p t e m b e r  21, 1 9 7 7 ,  t h e  

d a t e  w h e n  U L S P A  b e c a m e  a p p l i c a b l e  t o  s a l e s  of i n - s t a t e  l a n d , 

B r o w n  d o e s  n o t  s e r i o u s l y  d i s p u t e  h i s  l i a b i l i t y .  T h e  t r i a l  

c o u r t  f o u n d  t h a t  B r o w n  k n e w ,  p r i o r  t o  d e v e l o p i n g  W i n d s o n g ,  

of t h e  f a c t s  r e l a t i n g  t o  t h e  f l o o d  h a z a r d .  B r o w n  d o e s  n o t  

c o n t e s t  t h o s e  f i n d i n g s ,  n o r  d o e s  he c o n t e s t  t h e  t r i a l  

c o u r t ' s  f i n d i n g s  t h a t  t h e  f a c t s  h e  m i s r e p r e s e n t e d  o r  o m i t t e d  

to m e n t i o n  w e r e  m a t e r i a l .  S i n c e  B r o w n  h a d  a m p l e  o p p o r t u n i t y  

b u t  f a i l e d  t o  s h o w  f a c t s  w h i c h  c o u l d  c o n s t i t u t e  a d e f e n s e  

u n d e r  A S  3 4 . 5 5 . 0 3 0 ( a ) ,  o r d e r i n g  r e s t i t u t i o n  u n d e r  U L S P A  w a s  

p r o p e r  as to t h o s e  i n d i v i d u a l s  w h o  p u r c h a s e d  t h e i r  l o t s  o n  

or a f t e r  S e p t e m b e r  21, 1977.

T h e  v a s t  m a j o r i t y  o f  p u r c h a s e r s  o n  w h o s e  b e h a l f  

r e s t i t u t i o n  w a s  o r d e r e d  b o u g h t  t h e i r  l o t s  p r i o r  t o  t h i s  

date, h o w e v e r .  L i a b i l i t y  as t o  t h o s e  p u r c h a s e r s  u n d e r  

U L S P A ,  B r o w n  a r g u e s ,  w o u l d  r e q u i r e  i m p e r m i s s i b l e  r e t r o -



s p e c t i v e  a p p l i c a t i o n  o f  t h e  A c t  t o  i n - s t a t e  s u b d i v i d e r s .

T h e  S t a t e  c o n t e n d s  t h a t  b e c a u s e  U L S P A  is " r e m e d i a l , "  it c a n  

b e  g i v e n  r e t r o a c t i v e  e f f e c t .  T h e  S t a t e  f u r t h e r  c l a i m s  t h a t  

l i a b i l i t y  as to t h e  p r e - S e p t e m b e r  21, 1 9 7 7  p u r c h a s e r s  c a n  b e  

p r e d i c a t e d  o n  c o n d u c t  b y  B r o w n  t h a t  o c c u r r e d  a f t e r  t h a t  

cat e ,  t h e r e b y  a v o i d i n g  r e t r o s p e c t i v e  a p p l i c a t i o n  o f  U L S P A .

A S  1 0 . 0 1 . 0 9 0  p r o v i d e s  t h a t  " [ n ] o  s t a t u t e  is r e t r o­

s p e c t i v e  u n l e s s  e x p r e s s l y  d e c l a r e d  t h e r e i n . "  C h a p t e r  138, 

S e c t i o n s  1-8, S L A  1977, w h i c h  a d d e d  A S  3 4 . 5 5 . 0 0 6  a n d  a m e n d e d  

U L S P A  t o  a p p l y  t o  i n - s t a c e  s u b d i v i d e r s ,  c o n t a i n s  n o  s u c h  

e x p r e s s  d e c l a r a t i o n .  N o r  d o e s  i t s  l e g i s l a t i v e  h i s t o r y

9  9
.indicate t h a t  r e t r o s p e c t i v e  a p p l i c a t i o n  w a s  i n t e n d e d .

22. A S  0 1 . 1 0 . 0 2 0  p r o v i d e s :

T h e  p r o v i s i o n s  of §§ 4 0 - 9 0  o f  t h i s  
c h a p t e r  s h a l l  b e  o b s e r v e d  i n  t h e  c o n ­
s t r u c t i o n  o f  t h e  la w s  o f  t h e  s t a t e  u n ­
l e s s  t h e  c o n s t r u c t i o n  w o u l d  b e  i n c o n ­
s i s t e n t  w i t h  t h e  m a n i f e s t  i n t e n t  o f  t h e  
] c g i s l a t u r e .

I n  C i t y  a n d  B o r o u g h  o f  J u n e a u  v. C o m m e r c i a l  U n i o n  Ins. Co . ,
598 P . 2d 9 5 7  ( A l a s k a  1979) , w e  a d v e r t e d  t o  t h i s  p r o v i s i o n  as 
m o d i f y i n g  t o  s o m e  e x t e n t  t h e  " i r o n - c l a d  l a n g u a g e "  o f  A S  
0 1 . 1 0 . 0 9 0 .  Id. a t  958 n . 3 .  Thus, i n  Z u r f l u h  v. S t a t e ,
6 2 0  P . 2 d  6 9 0  ( A l a s k a  1 9 8 0 ) ,  we h e l d  t h a t  A S  1 2 . 5 5 . 0 8 6 ,  w h i c h  
r e l a t e s  t o  s e n t e n c i n g  i n  c r i m i n a l  c a s e s ,  c o u l d  b e  r e t r o a c t i v e l y  
a p p l i e d  f o r  a 1 5 3 - d a y  p e r i o d  s i n c e  " [ t ] h e  a p p a r e n t  i n t e n t  of  
t h e  l e g i s l a t u r e  a s  [sic] t h a t  t h e  b e n e f i t s  o f  t h i s  t y p e  o f  
s e n t e n c i n g  s h o u l d  be a v a i l a b l e  t o  t r i a l  j u d g e s  as s o o n  as 
p o s s i b l e .  . . . "  Id. a t  693.



R e c e n t l y ,  w e  o b s e r v e d :

W e  h a v e  h e r e t o f o r e  c l o s e l y  a d h e r e d  
to t h e  c l e a r  m a n d a t e  e x p r e s s e d  i n  t h e  
s t a t u t o r y  l a n g u a g e .  S t a t u t e s  a r e  n o t  
to b e  a p p l i e d  r e t r o a c t i v e l y  u n l e s s  t h e  
l a n g v ;a g e  u s e d  b y  t h e  l e g i s l a t u r e  i n­
d i c a t e s  t h e  c o n t r a r y .  C i t y  a n d  B o r o u g h  
of J u n e a u  v. C o m m e r c i a l  U n i o n  Ins. C o . ,
598 P . 2d 957, 9 5 8 - 5 9  ( A l a s k a  1 9 7 9 ) ;
D a v e n p o r t  v. M c G i n n i s , 5 2 2  P . 2 d  114 0 ,
1 1 4 2  ( A l a s k a  1 9 7 4 ) ;  S t e p h e n s  v. R o g e r s  
C o n s t r .  C o . , 4 1 1  P . 2d 20 5 ,  2 0 8  ( A l a s k a  
1 9 6 6 )  .

M a t a n u s k a  M a i d ,  Inc. v. S t a t e , 6 2 0  P . 2 d  182, 1 8 7  n . 8  ( A l a s k a

1 9 8 0 ) .  I n  t h a t  c a s e  w e  d i d  h o l d  t h a t  " m e r e  p r o c e d u r a l

c h a n g e s  w h i c h  d o  n o t  a f f e c t  s u b s t a n t i v e  r i g h t s  a r e  n o t

i m m u n e  f r o m  r e t r o s p e c t i v e  a p p l i c a t i o n . "  Id. a t  187. B u t

the b r o a d  p r o h i b i t o r y  l a n g u a g e  o f  A S  3 4 . 5 5 . 0 0 6  c a n  h a r d l y  be

c h a r a c t e r i z e d  as b r i n g i n g  a b o u t  m e r e  p r o c e d u r a l  c h a n g e s .

T h u s ,  w e  h o l d  t h a t  U L S P A  c a n n o t  b e  r e t r o s p e c t i v e l y  a p p l i e d

to h o l d  Bro< n l i a b l e  f o r  c o n d u c t  p r e d a t i n g  i t s  a p p l i c a t i o n

23
to i n - s t a t e  l a n d  s a l e s .  W e  n o t e  t h a t  t h i s  c o n c l u s i o n  is 

in a c c o r d  w i t h  t h e  c o n s t r u c t i o n  g i v e n  t o  t h e  I n t e r s t a t e  L a n d  

S a l e s  F u l l  D i s c l o s u r e  A c t ,  U L S P A ' s  f e d e r a l  c o u n t e r p a r t .  S e e

D a v i s  v. R i o  R a n c h o  E s t a t e s ,  I n c . , 4 0 1  F. Sup p .  1 0 4 5 ,  1 0 4 8  

( S . J . N . Y .  1 9 7 5 ) .

23. T h e  S t a t e ' s  a r g u m e n t  t h a t  U L S P A  is " r e m e d i a l "  
a n d  t h u s  d e s e r v i n g  o f  r e t r o a c t i v e  a p p l i c a t i o n  o n  t h a t  b a s i s  
a 1 one is, in o u r  o p i n i o n ,  w i t h o u t  m e r i t .  Ever, w h e n  a s t a t u t e  
is r e m e d i a l  i n  n a t u r e ,  i t  w i l l  b e  c o n s t r u e d  r e t r o a c t i v e l y  o n l y  
if t h e  l e g i s l a t i v e  i n t e n t  c l e a r l y  i n d i c a t e s  t h a t  r e t r o a c t i v e  

o p e r a t i o n  is i n t e n d e d .  S e e  2 C. S a n d s ,  S u t h e r l a n d  S t a t u t o r y  

C o n s t r u c t i o n  § 4 1 . 0 4 ,  a t  253 (4th ed. 1 9 7 3 ) .
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T h e  S t a t e  a l t e r n a t i v e l y  a r g u e s  t h a t  l i a b i l i t y  for  

r e s t i t u t i o n  t o  p r e - S e p t e m b e r  21, 1 9 7 7  p u r c h a s e r s  c a n  b e  

p r e m i s e d  o n  3 r o w n ' s  l a t e r  " l u l l i n g "  a c t i v i t i e s ,  w h i c h ,  t h e  

S t a t e  u r g e s ,  c o n s t i t u t e  " f r e s h "  U L S P A  v i o l a t i o n s .  R e f e r e n c e  

is m a d e  t o  t h e  t r i a l  c o u r t ' s  f i n d i n g s  t h a t  B r o w n ' s  l e t t e r  t o  

a l l  W i n d s o n g  l o t  p u r c h a s e r s ,  s e n t  i n  J a n u a r y  1 9 7 8 ,  c o n t a i n e d  

n u m e r o u s  m i s r e p r e s e n t a t i o n s  d e s i g n e d  t o  i n d u c e  p u r c h a s e r s  t o  

c o n t i n u e  m a k i n g  t h e i r  p r o p e r t y  p a y m e n t s .  A c c o r d i n g  t o  t h e  

S t a t e ,  t h e s e  m i s r e p r e s e n t a t i o n s  w e r e  m a d e  " i n  c o n n e c t i o n  

w i t h  t h e  o f f e r ,  s a l e  o r  p u r c h a s e  o f  s u b d i v i d e d  l a n d , "  

t h e r e b y  t r i g g e r i n g  l i a b i l i t y  u n d e r  A S  3 4 . 5 5 . 0 0 6 .

T h e  S t a t e ' s  a r g u m e n t  i n  l a r g e  p a r t  c e n t e r s  o n  t h e  

A c t ' s  d e f i n i t i o n  o f  " o f f e r . A S  3 4 . 5 5 . 0 4 4 ( 2 )  d e f i n e s  t h a t

24. T h e  S t a t e  a l s o  p o i n t s  t o  t h e  w o r d  " d i s p o s i­
t i o n , "  w h i c h  AS 3 4 . 5 5 . 0 4 4 ( 1 )  d e f i n e s  as i n c l u d i n g  t h e  "sal e ,  
l e a s e ,  a s s i g n m e n t ,  a w a r d  b y  l o t t e r y ,  o r  a n y  o t h e r  t r a n s­
a c t i o n  c o n c e r n i n g  a s u b d i v i s i o n , i f  u n d e r t a k e n  f o r  g a i n  o r  
p r o f i t . "  ( E m p h a s i s  a d d e d ) .  N o t i n g  t h a t  A S  3 4 . 5 5 . 0 3 0 ( a ) ,  
t h e  c i v i l  r e m e d i e s  s e c t i o n ,  c r e a t e s  l i a b i l i t y  w h e n  a p e r s o n  
" d i s p o s e s "  o f  l a n d  i n  v i o l a t i o n  o f  A S  3 4 . 5 5 . 0 0 6 ,  t h e  S t a t e  
a r g u e s  t h a t  B r o w n ' s  " l u l l i n g "  a c t i v i t i e s  c o n s t i t u t e d  " o t h e r  
t r a n s a c t i o n s  c o n c e r n i n g  a s u b d i v i s i o n , "  a n d  h e n c e  c r e a t e d  
l i a b i l i t y  u n d e r  t h e  Act. I n  o u r  v i e w ,  t h e  l a n g u a g e  r e l i e d  
u p o n ,  p r e c e d e d  as i t  is b y  s p e c i f i c  e x a m p l e s  o f  " t r a n s a c t i o n s , "  
i . e . ,  " s a l e ,  l e a s e , "  etc . ,  s h o u l d  b e  c o n s t r u e d  u n d e r  t h e  
d o c t r i n e  o f  e j u s d e m  g e n e r i s  as l i m i t e d  t o  t r a n s a c t i o n s  i n v o l v­
i n g  t h e  t r a n s f e r  o f  an i n t e r e s t  i n  lan d .  S e e  C h u g a c h  E l e c t r i c  
A s s ' n  v. C a l a i s  C o . ,  410 P . 2 d  508, 5 0 9 - 1 0  ( A l a s k a  1 9 6 6 ) .
B e c a u s e  B r o w n ' s  " l u l l i n g "  a c t i v i t i e s  w e r e  n o t ,  u n d o r  o u r  
c o n s t r u c t i o n ,  " t r a n s a c t i o n s  c o n c e r n i n g  l a n d "  w i t h i n  t h e  m e a n­
in g  o f  A S  3 4 . 5 5 . 0 4 4 ( 1 ) ,  t h e  S t a t e ' s  r e l i a n c e  o n  t h a t  s e c t i o n  
is m i s p l a c e d .
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t e r m  a s  i n c l u d i n g  " e v e r y  i n d u c e m e n t ,  s o l i c i t a t i o n  o r  a t t e m p t  

t o  e n c o u r a g e  a  p e r s o n  t o  a c q u i r e  a n  i n t e r e s t  i n  l a n d ,  i f  

u n d e r t a k e n  f o r  g a i n  o r  p r o f i t . "  T h e  S t a t e  r e a s o n s  t h a t  

B r o w n ' s  " l u l l i n g "  a c t i v i t i e s  w e r e  " i n d u c e m e n t s "  o r  " a t t e m p t s "  

t o  g e t  p u r c h a s e r s  t o  " a c q u i r e "  f u r t h e r  i n t e r e s t s  i n  l a n d .

W e  t h i n k  i t  w o u l d  b e  s t r a i n i n g  t h e  l a n g u a g e  o f  t h e  

A c t  t o  h o l d  t h a t  p o s t - s a l e  c o n d u c t  d e s i g n e d  t o  i n d u c e  t h e  

c o n t i n u a t i o n  o f  p a y m e n t s  c o n s t i t u t e s  a n  " o f f e r "  a s  t h a t  t e r m  

i s  d e f i n e d  a b o v e .  T h e  c o n t i n u a t i o n  o f  p a y m e n t s  u n d e r  t h e  

l a n d  s a l e s  c o n t r a c t s  i n v o l v e d  h e r e  d i d  n o t  r e s u l t  i n  t h e  

a c q u i s i t i o n  b y  p u r c h a s e r s  o f  f u r t h e r  i n t e r e s t s  i n  l a n d .

L e g a l  t i t l e  t o  t h e  p r o p e r t y  v e s t e d  i n  t h e  p u r c h a s e r s  a t  t h e
2.5

t i m e  the c o n t r a c t s  w e r e  s i g n e d .

25. U n d e r  t h e  d e e d  o f  t r u s t  a n d  p r o m i s s o r y  n o t e  
a r r a n g e m e n t  u s e d  b y  B r o w n  i n  s e l l i n g  W i n d s o n g  lot s ,  t i t l e  to 
t h e  p r o p e r t y  p a s s e d  t o  t h e  p u r c h a s e r  i m m e d i a t e l y  u p o n  s i g n i n g  
t h e  p u r c h a s e  a g r e e m e n t .  T h i s  is n o t  t o  s a y ,  h o w e v e r ,  t h a t  o u r  
c o n c l u s i o n  w o u l d  d i f f e r  if t h e  s a l e s  h a d  b e e n  m a d e  p u r s u a n t  
t o  a c o n d i t i o n a l  l a n d  s a l e s  c o n t r a c t  i n  w h i c h  l e g a l  t i t l e  
t e c h n i c a l l y  d o e s  n o t  p a s s  u n t i l  t h e  f i n a l  i n s t a l l m e n t  is p a i d .  
F o r  u n d e r  t h i s  a r r a n g e m e n t  e q u i t a b l e  t i t l e  v e s t s  i m m e d i a t e l y  
in t h e  p u r c h a s e r  u p o n  e x e c u t i o n  o f  t h e  c o n t r a c t ,  a n d  t h e  s e l l e r  
r e t a i n s  l e g a l  t i t l e  o n l y  as a s e c u r i t y  i n t e r e s t  f o r  t h e  u n p a i d  
p o r t i o n  o f  t h e  p u r c h a s e  p r i c e .  D a v i s  v. R i o  R a n c h o  E s t a t e s ,  
I n c . ,  401 F. S u p p .  1 0 4 5 ,  1 0 4 8  ( S . D . N . Y .  1 9 7 5 ) .  In o u r  j u d g­
m e n t ,  t h e  p a y m e n t  o f  i n s t a l l m e n t s  b y  t h e  e q u i t a b l e  o w n e r  w o u l d  
n o t  c o n s t i t u t e  f u r t h e r  a c q u i s i t i o n s  o f  l a n d  u n d e r  A S
34. 5 5 . 0 4 4  (2) .



T h e  S t a t e ' s  r e l i a n c e  o n  H u s t e d  v. A m r e p .  C o r p . ,

42 9  F. Supp. 298 ( S . D . N . Y .  1977) is m i s p l a c e d .  T h a t  c a s e  . 

i n v o l v e d  t h e  q u e s t i o n  w h e t h e r  a v i o l a t i o n  o f  t h e  a n t i f r a u d  

p r o v i s i o n s  o f  t h e  f e d e r a l  I n t e r s t a t e  L a n d  S a l e s  F u l l  D i s­

c l o s u r e  A c t  c o u l d  o c c u r  a f t e r  t h e  s a l e  o f  l a n d  s o  t h a t  t h e  

p l a i n t i f f ' s  c l a i m  w o u l d  n o t  b e  b a r r e d  b y  t h e  a p p l i c a b l e  

s t a t u t e  o f  l i m i t a t i o n s .  T h e  c o u r t  h e l d  t h a t  s u c h  a v i o l a ­

t i o n  c o u l d  o c c u r ,  b u t  e m p h a s i z e d  t h a t  u n l i k e  S . E . C .  R u l e  

1 0 b - 5 ,  u p o n  w h i c h  t h e  s e c t i o n  a t  i s s u e  w a s  i n  p a r t  m o d e l l e d ,  

t h e  A c t  d i d  n o t  r e q u i r e  t h a t  t h e  v i o l a t i o n  o c c u r  " i n  c o n­

n e c t i o n  w i t h "  t h e  s a l e .  Id. at 307. S e e  a l s o  F o g e l  v. 

S e l l a m e r i c a ,  L t d . , 4 4 5  F. Sup p .  1 2 6 9 ,  1 2 7 4 - 7 5  ( S . D . N . Y .

1 9 7 8 ) .  A S  3 4 . 5 5 . 0 0 6 ,  l i k e  t h e  S . E . C .  R u l e ,  r e q u i r e s  t h a t  

t h e  c o n d u c t  c o m p l a i n e d  o f  o c c u r  " i n  c o n n e c t i o n  w i t h "  t h e  

s a l e .

T h i s  is n o t  to s a y  t h a t  f r a u d u l e n t  p o s t - s a l e  

c o n d u c t  c o u l d  n e v e r  c o n s t i t u t e  a v i o l a t i o n  o f  A S  3 4 . 5 5 . 0 0 6 .  

I f  s u c h  c o n d u c t  i n  f a c t  o c c u r r e d  "in c o n n e c t i o n  w i t h "  t h e  

o f f e r ,  s a l e  o r  p u r c h a s e  o f  s u b d i v i d e d  l a n d ,  t h e n  i t  w o u l d  be 

a c t i o n a b l e .  O u r  r e v i e w  o f  f e d e r a l  d e c i s i o n s  co r . s t r u i n g  t h e  

s c o p e  o f  the " i n  c o n n e c t i o n  w i t h "  r e q u i r e m e n t  o f  S . E . C .  R u l e  

1 0 b - 5  s u g g e s t s  t h a t  a c t i v i t y  p o s t - d a t i n g  t h e  t i m e  t h a t  t h e  

i n i t i a l  c o n t r a c t  t o  p u r c h a s e  is s i g n e d  i s  n o t  n e c e s s a r i l y  

i m m u n e  f r o m  l i a b i l i t y .  F o r  e x a m p l e ,  i n  G o o d m a n  v. E p s t e i n , 

5 8 2  F .2d 388 (7th C i r .  1 9 7 8 ) ,  c e r t , d e n i e d , 4 4 0  U. S .  939, 59



L ..Ed . 2d 499 (1979) , th e  c o u r t no ted  t h a t  " th e  c r u c ia l  f a c t  
. . .  i s  w he the r an in v e s tm en t d e c is io n  rem a in s to  be made 
by th e  p a r ty  from  whom d i s c lo s u r e  i s  w ith h e ld , and n o t upon 
when th e  agreem en t to  pu rcha se  o r  s e l l  was e x e c u te d ."  I d . 
a t  413; see  a l s o I s s e n  v .  GSC E n t e r p r i s e s ,  I n c . , 508 F .
Supp. 1278, 1286-87 (N.D. 111. 1981 ). Goodman in v o lv e d  a 
l im i te d  p a r tn e r s h ip  agreem ent in  which th e  p l a i n t i f f  l im i te d
p a r tn e r s  were in  an "o n -g o in g  r e l a t i o n s h ip "  w ith  th e  d e fend ­
a n t g e n e ra l p a r tn e r s .  582 F .2d  a t  412. From tim e  to  tim e , 
th e  l im i te d  p a r tn e r s  were c a l le d  upon to  make a d d i t io n a l  
c a p i t a l  c o n t r ib u t io n s  based  upon th e  p a r tn e r s h ip ' s  p e rfo rm ­
ance. A lthough  th e  conduc t com pla ined o f o ccu rred  a f t e r  th e  
p a r tn e r s h ip  agreem ent was s ig n e d , th e  c o u r t  h e ld  t h a t  l a t e r  
n o n d isc lo su re  o f  m a te r ia l  f a c t s  by th e  g e n e ra l p a r tn e r s  to  
induce co n tin u ed  payment o f  c a p i t a l  c o n t r ib u t io n s  by th e  
l im i te d  p a r tn e r s  was c ic tio n ab le  under Ru le  10b-5. However, 
th e  c o u r t was c a r e fu l  to  d i s t i n g u i s h  th e  s i t u a t i o n  where

. . . th e  in v e s tm en t d e c is io n  was com­p le te d  a t  th e  tim e th e  p a r t i e s  e n te re d
in to  th e  ag reem en t, th e  c o n t r a c t  b e in g , in  e f f e c t ,  a "o n e -sh o t d e a l . "  No con­t in u in g  r e la t io n s h ip  was con tem p la ted .A l l  t h a t  was l e f t  undone was th e  m in is ­t e r i a l  exchange o f money f o r  th e  s to c k .

Id .  a t  412. In  such an in s ta n c e , th e  f r a u d u le n t conduct
must occu r a t  o r  b e fo re  " th e  tim e when th e  p a r t i e s  to  th e
t r a n s a c t io n  a re  comm itted to  one a n o th e r . "  I d . ,  q u o tin g
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R a d i a t i o n  Dyr.air.ics, Inc. v. G o l d m u n t z , 4 6 4  F , 2 d  876, 8 9 1  (2d 

Cir. 1 9 7 2 )  . S e e  a l s o  C l i n t o n  H u d s o n  & S o n s ,  v. L e h i g h  

V a l i e v  C o o p e r a t i v e  F a r m s ,  I n c . , 73 F . R . D .  420, 4 2 5  (E.D. 

P a .), a f f ' d  m e m . , 586 P . 2 d  834 (3d C i r .  1 9 7 7 ) .

A p p l y i n g  t h e s e  p r i n c i p l e s  t o  t h e  i n s t a n t  c a s e ,  w e  

c o n c l u d e  t h a t  B r o w n ' s  p o s t - s a l e  " l u l l i n g "  c o n d u c t  d i r e c t e d  

at p r e - S e p t e m b e r  21, 1 9 7 7  p u r c h a s e r s  w a s  n o t  " i n  c o n n e c t i o n  

w i t h "  t h e  s a l e s  t o  s u c h  p u r c h a s e r s .  B r o w n ' s  r e l a t i o n s h i p  

w i t h  t h e s e  p u r c h a s e r s  w a s  " i n  e f f e c t ,  a ' o n e - s h o t  d e a l , ' "  

G o o d m a n , 5 8 2  F . 2 d  a t  412, r a t h e r  t h a n  o n e  i n v o l v i n g  a 

" s e r i e s  o f  ' i n v e s t m e n t  d e c i s i o n s . ' "  Id. a t  4 1 3 .  T h e  

p a r t i e s  w e r e  c o m m i t t e d  a t  t h e  t i m e  t h e  c o n t r a c t s  w e r e  

e x e c u t e d  a n d  t h e  c o n t i n u e d  p a y m e n t s  r e q u i r e d  t h e r e u n d e r  

i n v o l v e d  n o t h i n g  m o r e  t h a n  a m e a n s  o f  e f f e c t u a t i n g  " t h e  

m i n i s t e r i a l  e x c h a n g e  of t h e  m o n e y "  f o r  t h e  l a n d .  Id. a t  

412. A c c o r d i n g l y ,  B r o w n ' s  l i a b i l i t y ,  if any, t o  p r e - S e p ­

t e m b e r  21, 1977 W i n d s o n g  l o t  p u r c h a s e r s  c a n n o t  b e  p r e d i c a t e d  

o n  v i o l a t i o n s  o f  U L S P A .

IV. C O M M O N  L A W  F R A U D

W e  m u s t  n o w  d e c i d e  w h e t h e r  r e s t i t u t i o n  as t o  t h e  

f i f t y - t h r e e  p u r c h a s e r s  w h o  b o u g h t  l o t s  b e f o r e  t h e  e f f e c t i v e  

d a t e  o f  t h e  U L S P A  a m e n d m e n t s  can b e  u p h e l d  on t h e  b a s i s  of 

c o m m o n  l a w  fraud. T h i s  w a s  in f a c t  t h e  b a s i s  f o r  t h e  t r i a l  

c o u r t ' s  r e s t i t u t i o n  o r d e r .  B r o w n  c o n t e n d s  t h a t  t h e  S t a t e  

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

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

■cried t h e  c a s e  u n d e r  U L S P A .

A. T h e  A t t o r n e y  G e n e r a l ' s  C o m m o n  L a w  P o w e r s

T h e  d u t i e s  o f  t h e  A t t o r n e y  G e n e r a l  a r e  s t a t u t o r i l y

s e t  f o r t h  i n  A S  4 4 . 2 3 . 0 2 0 ( b ) .  A m o n g  o t h e r  t h i n g s ,  t h a t

s t a t u t e  s t a t e s  t h a t  the A t t o r n e y  G e n e r a l  s h a l l  " p e r f o r m  a l l

o t h e r  d u t i e s  r e q u i r e d  b y  l a w  o r  w h i c h  u s u a l l y  p e r t a i n  t o  t h e

o f f i c e  o f  a t t o r n e y  g e n e r a l  i n  a s t a t e . "  A S  4 4 . 2 3 . 0 2 0 ( b ) ( 7 ) .

I n  P u b l i c  D e f e n d e r  A g e n c y  v. S u p e r i o r  C o u r t ,  T h i r d  J u d i c i a l

D i s t r i c t ,  5 3 4  P . 2 d  947, 9 5 0  ( A l a s k a  1 9 7 5 ) ,  w e  s t a t e d  t h a t

t h i s  l a n g u a g e  " i n d i c a t e s  t h a t  t h e  o f f i c e  o f  t h e  A t t o r n e y

G e n e r a l  is t o  f u n c t i o n  w i t h  t h o s e  p o w e r s  a n d  d u t i e s  n o r m a l l y

a s c r i b e d  t o  i t  a t  c o m m o n  l a w . "  W e  f u r t h e r  n o t e d :

U n d e r  t h e  c o m m o n  law, a n  a t t o r n e y  
g e n e r a l  is e m p o w e r e d  to b r i n g  a n y  
a c t i o n  w h i c h  h e  t h i n k s  n e c e s s a r y  to  
p r o t e c t  t h e  p u b l i c  i n t e r e s t ,  a n d  he  
p o s s e s s e s  the c o r o l l a r y  p o w e r  t o  
m a k e  a n y  d i s p o s i t i o n  o f  t h e  s t a t e ' s  
l i t i g a t i o n  w h i c h  h e  t h i n k s  b e s t .
T h i s  d i s c r e t i o n a r y  c o n t r o l  o v e r  t h e  
l e g a l  b u s i n e s s  o f  t h e  s t a t e ,  b o t h  
c i v i l  a n d  c r i m i n a l ,  i n c l u d e s  t h e  
i n i t i a t i o n ,  p r o s e c u t i o n  a n d  d i s p o s i­
t i o n  o f  c a s e s .

W h e n  an a c t  is c o m m i t t e d  t o  e x ­
e c u t i v e  d i s c r e t i o n ,  t h e  e x e r c i s e  o f  

t h a t  d i s c r e t i o n  w i t h i n  c o n s t i t u t i o n a l  
b o u n d s  i s  n o t  s u b j e c t  t o  t h e  c o n t r o l
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c r  r e v i e w  o f  t h e  c o u r t s . T o  i n t e r­
fe r e  w i t h  t h a t  d i s c r e t i o n  w o u l d  b e  a 
v i o l a t i o n  o f  t h e  d o c t r i n e  o f  s e p a r a t i o n  
o f  p o w e r s .

I d . ( C i t a t i o n s  o m i t t e d ) .

W e  b e l i e v e  t h a t  t h e  a b o v e  l a n g u a g e  f o r e c l o s e s  a n y  

a r g u m e n t  t h a t  t h e  S t a t e  is w i t h o u t  a u t h o r i t y  t o  b r i n g  s u i t  

in t h e  a b s e n c e  o f  e x p r e s s  s t a t u t o r y  a u t h o r i t y .  T h i s  v i e w  

f i n d s  a m p l e  s u p p o r t  i n  t h e  d e c i s i o n s  o f  o t h e r  j u r i s d i c t i o n s  

w h e r e  the a t t o r n e y  g e n e r a l ' s  c o m m o n  l a w  p o w e r s  a r e  r e c o g­

ni z e d .  S e e , e . g  ♦ , S t a t e  v. B r i s t o l - M y e r s  C o . ,  470 F . 2 d  

1276, 1278 (D.C. Cir. 1972) ( c o n s t r u i n g  I l l i n o i s  L a w ) ;  

D ' A m i c o  v. B o a r d  of M e d i c a l  E x a m i n e r s , 5 2 0  P . 2d 10, 20 (Cal

1 9 74); S t a t e  ex rel. S h e v i n  v. Y a r b o r o u g h , 2 5 7  S o . 2d 891, 

8 9 4 - 9 6  (Fla. 1 9 7 2 ) (Ervin, J., c o n c u r r i n g ) ;  L o w e l l  G a s  Co. 

v. A t t o r n e y  G e n e r a l , 385 N . E .  2d 240, 2 4 7 - 4 8  (Mass. 1 9 7 9 ) ;  

M i c h i g a n  S t a t e  C h i r o p r a c t i c  A s s 1n v. K e l l y , 2 6 2  N . W . 2d 676, 

677 (Mich. 1 9 7 7 ) ;  G a n d y  v. R e s e r v e  L i f e  I n s u r a n c e  C o . , 279 

S o . 2 d  648, 649 (Miss. 1 9 7 3 ) ;  H y l a n d  v. K i r k m a n , 385 A . 2d 

284, 2 8 9 - 9 0  (N.J. S u p e r .  1 9 7 8 ) ;  S t a t e  e x  rel. D e r r y b e r r y  

v. K e r r - M c G e e  C o r p ., 5 1 6  P . 2d 813, 818 (Okla. 1 9 7 3 ) .  T h i s  

a u t h o r i t y  h a s  b e e n  h e l d  to c o n f e r  s t a n d i n g  o n  t h e  a t t o r n e y  

g e n e r a l  t o  s e e k  r e d r e s s  f o r  c o m m o n  l a w  f r a u d .  L o w e l l  G a s  

Co. v. A t t o r n e y  G e n e r a l , 3 8 5  N . E . 2d 240, 2 4 7 - 4 8  (Mass.

1979); H y l a n d  v. K i r k m a n , 385 A . 2d 284, 2 8 9 - 9 0  (N.J. S u p e r .  

1978).
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W e  t h e r e f o r e  h o l d  t h a t  t h e  S t a t e  h a s  t h e  a u t h o r i t y  

to b r i n g  s u i t  in t h e  p u b l i c  i n t e r e s t  o n  t h e  b a s i s  o f  c o m m o n  

l a w  f r a u d  t o  o b t a i n  r e s t i t u t i o n  f o r  d e f r a u d e d  l a n d  p u r ­

c h a s e r s .  W h i l e  i t  i s  n o t  t h e  c o u r t ' s  f u n c t i o n  t o  p a s s  u p o n  

t h e  A t t o r n e y  G e n e r a l ' s  d e t e r m i n a t i o n  o f  w h a t  i s  o r  is n o t  in 

t h e  " p u b l i c  i n t e r e s t , "  s e e  P u b l i c  D e f e n d e r  A g e n c y  v. P.. o e r i o r  

C o u r t ,  T h i r d  J u d i c i a l  D i s t r i c t , 5 3 4  P . 2 d  947, 9 5 0  ( A l a s k a

1 9 7 5 ) ,  w e  d o  n o t e  t h a t  t h e  t r i a l  c o u r t  i n  t h i s  c a s e  f o u n d :

T h e  S t a t e  h a s  a,n i n t e r e s t  in p r e v e n t i n g  
u n j u s t  e n r i c h m e n t  b y  l a n d  d e v e l o p e r s  
b a s e d  o n  w i d e s p r e a d  m i s r e p r e s e n t a t i o n s  
a n d  n o n d i s c l o s u r e .  . . . H e r e  t h e  d e f e n ­
d a n t s  a d v e r t i s e d  t h e  l a n d  s a l e s  in l o c a l  
n e w s p a p e r s ,  r e a c h i n g  a b o u t  h a l f  t h e  p o p u­
l a t i o n  o f  t h e  s t a t e .  T h e  S t a t e  a l s o  h a s  
an i n t e r e s t  i n  p r o t e c t i n g  t h e  e c o n o m y  o f  
t h e  S t a t e  a g a i n s t  d e v e l o p e r s  w h o  m i s r e p ­
r e s e n t  t h e  d e s i r a b i l i t y  o f  t h e  l a n d  t h e y  
s e l l .  . . . T h e  S t a t e  a l s o  h a s  a p e c u n i a r y  
i n t e r e s t  in t h i s  p a r t i c u l a r  c a s e  s i n c e  its 
r e s o u r c e s  m a y  be c a l l e d  u p o n  t o  a i d  v i c ­
t i m s  of a p o t e n t i a l  f l o o d  in t h e  W i n d s o n g  
S u b d i v i s i o n .

B. B r o w n ' s  L i a b i l i t y  F c r  C o m m o n  L a w  F r a u d .

T h e  S t a t e  d i d  n o t  a l l e g e  t h a t  Bro w :  h o u l d  b e  h e l d

liaJole o n  t h e  b a s i s  o f  c o m m o n  l a w  f r a u d .  T h e  f o c u s  o f  t h e 

S t a t e ' s  c a s e  a g a i n s t  B r o w n  w a s  o n  U L S P A .  O n  t h e  f i r s t  d a y  

of t h e  t r i a l ,  t h e  l o w e r  c o u r t  g r a n t e d  s u m m a r y  j u d g m e n t  in 

f a v o r  of B r o w n ' s  e n g i n e e r ,  H a u s a m ,  o n  t h e  t h e o r y  t h a t  h i s  

i n v o l v e m e n t  i n  t h e  W i n d s o n g  d e v e l o p m e n t  c e a s e d  p r i o r  t o  the 

e f f e c t i v e  d a t e  of t h e  U L S P A  a m e n d m e n t s ,  w h i c h  c o u l d  n o t  be 

r e t r o a c t i v e l y  a p p l i e d .  In r e s p o n s e  t o  a q u e s t i o n  b y  B r o w n ' s
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c o u n s e l ,  t h e  t r i a l  c o u r t  i n d i c a t e d  t h a t  t h i s  r u l i n g  w o u l d  

a p p l y  t o  B r o w n  a s  w e l l ,  o r  in o t h e r  w o r d s  t h a t  B r o w n  t o o  

c o u l d  n o t  be h e l d  l i a b l e  f o r  a c t s  p r e - d a t i n g  S e p t e m b e r  1,

1977. D u r i n g  t h e  t r i a l ,  B r o w n  p r e s e n t e d  e v i d e n c e  r e l a t i n g  

o n l y  to t h e  d e f e n s e  of i n n o c e n t  m i s r e p r e s e n t a t i o n  p r o v i d e d  

in A S  3 4 . 5 5 . 0 3 0 ( a ) ,  t h e  c i v i l  r e m e d i e s  s e c t i o n  o f  U L S P A .  

N e v e r t h e l e s s ,  t h e  t r i a l  c o u r t  s u a  s p o n t e  r e l i e d  o n  c o m m o n  

l a w  f r a u d  to h o l d  B r o w n  l i a b l e  f o r  r e s t i t u t i o n  t o  all 

W i n d s o n g  l o t  p u r c h a s e r s  w h o  h a d  e l e c t e d  to p a r t i c i p a t e  in 

t h e  S t a t e ' s  a c t i o n ,  r e g a r d l e s s  o f  w h e n  t h e y  p u r c h a s e d  t h e i r  

lots.

We a g r e e  w i t h  B r o w n  t h a t  h i s  r i g h t  t o  a f a i r  t r i a l  

w a s  j e o p a r d i z e d  b y  t h e  t r i a l  c o u r t ' s  a d o p t i o n  o f  a n e w  

t h e o r y  o f  the c a s e .  T h e  f o c u s  o f  t h e  p l e a d i n g s ,  d i s c o v e r y ,  

p r e l i m i n a r y  h e a r i n g s ,  a n d  e a r l i e r  m o t i o n s  o n  U L S P A ,  c o u p l e d  

w i t n  t h e  t r i a l  c o u r t ' s  d i s m i s s a l  o f  H a u s a m  f r o m  t h e  c a s e  a n d  

a s s u r a n c e  t h a t  t h e  b a s i s  t h e r e f o r  w o u l d  a p p l y  t o  B r o w n ,  

cou.ld r e a s o n a b l y  h a v e  led B r o w n  to b e l i e v e  t h a t  h i s  l i a b i l i t y ,  

if any, w o u l d  b e  p r e d i c a t e d  on U L S P A ,  a n d  U L S P A  a l o n e .  

C o n s e q u e n t l y ,  i n  p r e p a r i n g  his d e f e n s e ,  h e  h a d  n o  n o t i c e  

t h a t  he w a s  g o i n g  t o  h a v e  to d e f e n d  a g a i n s t  f i f t y - t h r e e  

s e p a r a t e  r e s t i t u t i o n  c l a i m s  b a s e d  o n  t h e  c o m m o n  law. U n d e r  

t h e s e  c i r c u m s t a n c e s ,  w e  c a n n o t  c o u n t e n a n c e  t h e  t r i a l  c o u r t ' s  

r e - e n g i n e e r i n g  o f  t h e  c a s e  to h o l d  B r o w n  l i a b l e  f o r  c o m m o n
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l a w  f r a u d .  C o m p a r e  C l a r y  I n s u r a n c e  A g e n c y  v. D o y l e , 620 

P . 2d 19 4 ,  2 C 0 - 0 1  ( A l a s k a  1 9 8 0 ) .

W e  c o n c l u d e ,  t h e r e f o r e ,  t h a t  as t o  B r o w n ' s  l i a­

b i l i t y  t o  p r e - S e p t e m b e r  21, 1 9 7 7  p u r c h a s e r s ,  t h e  c a s e  m u s t  

be r e m a n d e d  f o r  s u p p l e m e n t a l  e v i d e n t i a r y  h e a r i n g s .  O n  

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

t i c u l a r  a t t e n t i o n  to t h e  i s s u e  o f  r e l i a n c e ,  a n e c e s s a r y  

e l e m e n t  to a c o m m o n  l a w  c l a i m  f o r  r e s c i s s i o n  o f  a l a n d  

s a l e s  c o n t r a c t .  C o u s i n e a u  v. W a l k e r ,  6 1 3  P . 2d 608, 612 

( A l a s k a  1 9 8 0 ) .  A l t h o u g h  t h e  l o w e r  c o u r t  h e r e  f o u n d  that- 

all W i n d s o n g  l o t  p u r c h a s e r s  h a d  r e l i e d  o n  t h e  f a l s e  i n f o r m a­

ti o n  s u p p l i e d  t h e m  by B r o w n ,  t h e  p r e s e n t  r e c o r d  d o e s  n o t  

s u p p o r t  t h i s  f i n d i n g .  In all, o n l y  t w e l v e  o f  t h e  p u r­

c h a s e r s  l i s t e d  i n  the c o u r t ' s  r e s t i t u t i o n  o r d e r  t e s t i f i e d  

e i t h e r  a t  t h e  h e a r i n g  o n  t h e  p r e l i m i n a r y  i n j u n c t i o n  o r  a t  

the t r i a l .  O f  t h e s e  t w e l v e ,  o n l y  t e n  b o u g h t  t h e i r  l o t s  

p r i o r  t o  S e p t e m b e r  21, 1977. B e c a u s e  o f  t h i s  e v i d e n t i a r y  

v o i d ,  w e  b e l i e v e  t h a t  it w o u l d  b e  u n f a i r ,  o n  t h e  p r e s e n t  

r e c o r d ,  t o  h o l d  B r o w n  l i a b l e  t o  t h e  p r e - S e p t e m b e r  21, 1 9 7 7  

p u r c h a s e r s  o n  t h e  b a s i s  o f  c o m m o n  l a w  f r a u d .  S e e  L a n d a x , 

Inc. v. S t a t e  e x  rel- L i s t , 582 P . 2d 786, 7 9 0 - 9 2  (Nev.

1 9 78). W h i l e  B r o w n  m a y  h a v e  h a d  t h e  b u r d e n  of g o i n g  f o r w a r d  

to p r o d u c e  e v i d e n c e  of n o n - r e l i a n c e  in o r d e r  to a v o i d
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l i a b i l i t y ,  h i s  f a i l u r e  to d o  so b e l o w  m a y  h a v e  b e e n  d u e  

to t h e  a b s e n c e  of a n y  n o t i c e  t h a t  h e  m i g h t  b e  h e l d  l i a b l e  

for c o m m o n  l a w  f r a u d .  A c c o r d i n g l y ,  o n  r e m a n d  B r o w n  m u s t  b e  

a f f o r d e d  t h e  r e a s o n a b l e  o p p o r t u n i t y  t o  p r e s e n t  s u c h  e v i d­

en c e ,  if any, as w e l l  a s  e v i d e n c e  t e n d i n g  t o  e s t a b l i s h  a n y

2 f-

26. A c c o r d i n g  to W i l l i s t o n :  " W h e r e  r e p r e s e n t a­
t i o n s  h a v e  b e e n  m a d e  i n  r e g a r d  t o  a m a t e r i a l  m a t t e r  a n d  
a c t i o n  has b e e n  t a k e n ,  i n  t h e  a b s e n c e  o f  e v i d e n c e  s h o w i n g  
the c o n t r a r y ,  it w i l l  b e  p r e s u m e d  t h a t  t h e  r e p r e s e n t a t i o n s  
w e r e  r e l i e d  o n . "  12 W i l l i s t o n  o n  C o n t r a c t s  § 1 5 1 5 ,  a t  4 8 0  
(W. J a e g e r  3d ed. 1 9 7 0 )  ; see a l s o  R e s t a t e m e n t  ( S econd) o f  
C o n t r a c t s  § 1 6 7  c o m m e n t  b, i l l u s t r a t i o n  3 (1981). I n  
V a s c u e z  v. S u p e r i o r  C o u r t ,  484 P . 2d 964, 9 7 2 - 7 3  (Cal. 1 9 7 1 ) ,  
the C a l i f o r n i a  S u p r e m e  C o u r t ,  r e l y i n g  o n  the a b o v e - s t a t e d  
rul e ,  h e l d  t h a t  i s s u e s  o f  r e l i a n c e  w o u l d  n o t  p r e c l u d e  c e r t i­
f i c a t i o n  o f  a n  a c t i o n  a s  a c l a s s  a c t i o n  b e c a u s e  if i t  w a s  
s h o w n  t h a t  a l l e g e d  m i s r e p r e s e n t a t i o n s  w e r e  m a t e r i a l ,  an  
i n f e r e n c e  o f  r e l i a n c e  w o u l d  a r i s e  a s  to t h e  e n t i r e  c l a s s .
See a l s o  O c c i d e n t a l  L a n d ,  Inc. v. S u p e r i o r  C o u r t ,  556 P . 2d 
750, 754 (Cal. 1 9 7 6 ) .  B u t  s e e  N e w m a n  v. T u a l a t i n  D e v e l o p­
m e n t  Co., 5 9 7  P . 2d 800, 8 0 3 - 0 4  (Or. 3 9 7 9 ) ;  J o h n s o n  v. 
T r a v e l e r s  Ins. Co., 5 1 5  P . 2d 68, 72 (Nev. 1 9 74).

W h i l e  w e  h a v e  n o  q u a r r e l  w i t h  t h e  r u l e  s u g g e s t e d  
by W i l l i s t o n  a n d  t h e  R e s t a t e m e n t ,  i t s  a p p l i c a t i o n

c a n n o t  b e  u t i l i z e d  t o  e s t a b l i s h  r e l i­
a n c e  as t o  t h e  t u t i r e  c l a s s  w i t h o u t  
e x a m i n i n g  t h e  f a c t s  a n d  c i r c u m s t a n c e s  
of e a c h  i n d i v i d u a l  t r a n s a c t i o n  w h i c h  
m a y  e s t a b l i s h  t h a t  t h e  m i s r e p r e s e n t a­
t i o n  w a s  n o t  t h e  i n d u c i n g  f a c t o r .
T h e  d e f e n d a n t  s h o u l d  be g i v e n  t h e  
o p p o r t u n i t y  t o  e x a m i n e  e a c h  p u r c h a s e r  
i n d i v i d u a l l y  a s  to c a u s a t i o n .

H o f f m a n  v. C h a r n i t a ,  I n c . ,  58 F . R . D .  86, 91 (M.D. Pa. 1 9 7 3 ) .  
In o u r  view, the a b s e n c e  of a n y  n o t i c e  to B r o w n  t h a t  h e  w a s  
d e f e n d i n g  a g a i n s t  c o m m o n  law f r a u d  c l a i m s  d e p r i v e d  h i m  o f  a 
f a i r  o p p o r t u n i t y  t o  r e b u t  a n y  i n f e r e n c e  o f  r e l i a n c e  t h a t  m a y  
h a v e  a r i s e n .



o t h e r  d e f e n s e s  h e  m a y  h a v e  t o  t h e  c o m m o n  l a w  c l a i m s .

W e  d o  n o t  a g r e e  w i t h  o u r  d i s s e n t i n g  c o l l e a g u e  t h a t  

t h e  S t a t e ' s  c a s e  a g a i n s t  B r o w n  as t o  t h e  p r e - S e p t e m b e r  21, 

1 9 7 7  p u r c h a s e r s  s h o u l d  s i m p l y  b e  d i s m i s s e d .  T h e  t r i a l  c o u r t  

h a d  i n h e r e n t  d i s c r e t i o n a r y  a u t h o r i t y  t o  i n j e c t  t h e  t h e o r y  of  

c o m m o n  l a w  f r a u d  i n t o  t h e  cas e .  A  t r i a l  c o u r t ' s  a u t h o r i t y  

to r e q u i r e  t h e  p r e s e n t a t i o n  o f  n e w  l e g a l  t h e o r i e s  is i m p l i e d  

in A l a s k a  R. C i v .  P. 1 6 ( e )  a u t h o r i z i n g  a m e n d m e n t  o f  a p r e­

t r i a l  o r d e r  w i t h o u t  l i m i t a t i o n  as t o  t i m e  " t o  p r e v e n t  

m a n i f e s t  i n j u s t i c e , "  a n d  in t h e  p e n u l t i m a t e  s e n t e n c e  of  

A l a s k a  R. C i v .  P. 15( b )  a l l o w i n g  t h e  a m e n d m e n t  o f  p l e a d i n g s  

at a n y  t i m e  " w h e n  t h e  p r e s e n t a t i o n  o f  t h e  m e r i t s  of t h e  

a c t i o n  w i l l  b e  s u b s e r v e d  t h e r e b y "  a n d  n o  p r e j u d i c e  w i l l  

r e s u l t .

T h e  a u t h o r i t y  t o  d e c i d e  a c a s e  on a n  u n p l e a d  l e g a l  

t h e o r y  s h o u l d  b e  s p a r i n g l y  e x e r c i s e d .  I n  p a r t i c u l a r  it 

s h o u l d  o n l y  b e  u s e d  w h e n  the n e w  t h e o r y  a p p l i e s  t o  the  

t r a n s a c t i o n  i n  i s s u e ,  i s  r e l a t e d  to t h e  t h e o r i e s  p r e s e n t e d  

b y  the p a r t i e s ,  a n d  is n e c e s s a r y  f o r  a p r o p e r  a n d  j u s t  

d i s p o s i t i o n  o f  t h e  c a s e .  H e r e ,  t h o s e  s t a n d a r d s  c a n  be 

r e a s o n a b l y  r e g a r d e d  as h a v i n g  b e e n  f u l f i l l e d .

27

27. W h a t  w e  h a v e  e a r l i e r  s a i d  a b o u t  r e q u i r i n g  a 
p u r c h a s e r ' s  w r i t t e n  c o n s e n t  to b e  b o u n d  b y  t h e  c o u r t ' s  f i n a l  
j u d g m e n t  as a c o n d i t i o n  tc p a r t i c i p a t i n g  in a n y  r e s t i t u t o r y  

r e l i e f  is l i k e w i s e  a p p l i c a b l e  to p r e - S e p t e m b e r  21, 1 9 7 7  

p u r c h a s e r s  w h o  e l e c t ,  o n  r e m a n d ,  t o  c o n t i n u e  b e i n g  r e p­
r e s e n t e d  by t h e  S t a t e .
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W h e r e  p r e j u d i c e  w i l l  r e s u l t  a c o u r t  e i t h e r  

s h o u l d  n o t  e m p l o y  a n e w  t h e o r y  or s h o u l d  t a k e  s t e p s  t o  

e l i m i n a t e  t h e  p r e j u a u c e  by g i v i n g  n o t i c e  t h a t  t h e  n e w  

t h e o r y  w i l l  b e  u s e d  a n d  a f f o r d i n g  a n  o p p o r t u n i t y  t o  t h e  

p a r t i e s  to p r e s e n t  e v i d e n c e  a n d  a r g u m e n t s  r e l e v a n t  t o  it.

The e r r o r  c o m m i t t e d  b y  the t r i a l  c o u r t  in t h i s  c a s e  w a s  n o t  

in i n v o k i n g  t h e  t h e o r y  of c o m m o n  l a w  f r a u d ,  b u r  i n  f a i l i n g  

to g i v e  t h e  p a r t i e s  n o t i c e  t h a t  i t  w o u l d  d o  so a l o n g  w i t h  

an o p p o r t u n i t y  t o  a d j u s t  t h e i r  c a s e s  a c c o r d i n g l y .

In M a c C o r m a c k  v. R o b i n s  C o n s t r u c t i o n , 5 2 1  P . 2d 7 6 1  

(Wash. App. 1974) the p l a i n t i f f s  b r o u g h t  s u i t  a l l e g i n g  t h a t  

the d e f e n d a n t s  h a d  s o l d  t h e m  d e f e c t i v e  h o m e s  in v i o l a t i o n  o f  

the S t a t e ' s  C o n s u m e r  P r o t e c t i o n  Act. T h e  l o w e r  c o u r t  c o n­

c l u d e d  t h a t  p l a i n t i f f s  w e r e  n o t  e n t i t l e d  to r e l i e f  u n d e r  t h e  

s t a t e  a c t  b u t ,  o n  its o w n  i n i t i a t i v e ,  t r a n s f o r m e d  t h e  s u i t  

i n t o  a c l a i m  f o r  d a m a g e s  b a s e d  o n  c o m m o n  l a w  b r e a c h  o f  

w a r r a n t y .  T h e  l o w e r  c o u r t  t h e n  g r a n t e d  t h e  d e f e n d a n t s '  

m o t i o n  to r e o p e n  the c a s e  t o  p r e s e n t  a d d i t i o n a l  e v i d e n c e .  

W h e n  t h e  c a s e  w a s  l a t e r  a p p e a l e d ,  t h i s  a c t i o n  by t h e  t r i a l  

c o u r t  w a s  u p h e l d  as w i t h i n  its d i s c r e t i o n .

I n  t h e  c a s e  a t  b e n c h ,  it is a p p a r e n t  
f r o m  t h e  r e c o r d  t h a t  the t r i a l  c o u r t  

a l l o w e d  the d e f e n d a n t s  s u f f i c i e n t  
a d d i t i o n a l  t i m e  a n d  o p p o r t u n i t y  to 
p r e s e n t  a d d i t i o n a l  e v i d e n c e  a n d  to c u r e  
a n y  s u r p r i s e  d e f e n d e r t s  m a y  h a v e  e x p e r­
i e n c e d  as a r e s u l t  o f  the t r i a l  c o u r t ' s  
d i s p o s i t i o n  o f  t h e  case. . . .

Id. ac 763.



H e r e ,  r e m a n d  w i l l  d o  w h a t  t h e  t r i a l  c o u r t  s n o u l d  

h a v e  d o n e  o n c e  t h e  d e c i s i o n  t o  i n v o k e  c o m m o n  l a w  f r a u d  w a s  

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

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

t h e  p o s s i b i l i t y  o f  p r e j u d i c e  w h i c h  w o u l d  o t h e r w i s e  r e s u l t  

f r o m  t h e  c o u r t ' s  r e l i a n c e  o n  t h a t  t h e o r y .  T h a t  t r i a l  o f  t h e 

c o m m o n  l a w  f r a u d  i s s u e  m a y  r e s u l t  i n  B r o w n  b e i n g  l i a b l e  t o  

p r e - S e p t e m b e r  1 9 7 7  p u r c h a s e r s ,  w h e r e a s  u n d e r  t h e  s t a t u t e  h e  

is n o t ,  is n o t  t h e  t y p e  of p r e j u d i c e  w h i c h  p r e c l u d e s  a 

r e m a n d .  S e e  W r i g h t  v. V i c k a r y o u s , 5 9 8  P . 2d 4 9 0 ,  4 9 6 - 9 7  • 

( A l a s k a  1 9 7 9 ) .

V. JURY TRIAL

T h e  S t a t e  c o r r e c t l y  n o t e s  t h a t  B r o w n  d i d  n o t  

d e m a n d  a j u r y  t r i a l  u n t i l  m o r e  t h a n . t h i r t y  d a y s  a f t e r  h e  h a d  

a n s w e r e d  t h e  S t a t e ' s  s e c o n d  a m e n d e d  c o m p l a i n t .  U n d e r  C i v i l  

R u l e  38, d e m a n d  f o r  a j u r y  t r i a l  m u s t  b e  m a d e  n o t  l a t e r  t h a n  

10 d a y s  a f t e r  t h e  s e r v i c e  of t h e  l a s t  p l e a d i n g  d i r e c t e d  at  

a n  i s s u e  f o r  w h i c h  t h e  r i g h t  t o  a j u r y  t r i a l  is c l a i m e d .  

A l a s k a  R. C i v .  P. 3 8 ( b ) .  T h e  R u l e  f u r t h e r  p r o v i d e s  t h a t  the  

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

r i g h t  A l a s k a  R. Ci v .  P. 3 8 ( d ) ;  H o l i e m b a e c k  v. A l a s k a  R u r a l  

R e h a b i l i t a t i o n  C o r p ., 4 4 7  P . 2d 67 68 ( A l a s k a  1 9 6 8 ) .  Bu t ,

as B r o w n  p o i n t s  ou t ,  t h e  S t a t e  t w i c e  a m e n d e d  i t s  c o m p l a i n t  

a f t e r  B r o w n ' s  j u r y  d e m a n d ,  e a c h  t i m e  a d d i n g  a d d i t i o n a l  

p a r t i e s  a n d  r a i s i n g  n e w  i s s u e s .  W e  n e e d  n o t  d e c i d e ,  h o w ­



e v e r ,  w h e t h e r  B r o w n ' s  d e m a n d  w a s  t i m e l y ,  for, e v e n  i f  it 

w a s ,  it i s  c l e a r  t h a t  B r o w n  h a d  n o  r i g h t  t o  a j u r y  t r i a l  in 

t h i s  c a s e .

A r t i c l e  I, s e c t i o n  16 o f  t h e  A l a s k a  C o n s t i t u t i o n

p r o v i d e s  in r e l e v a n t  p a r t :

In c i v i l  c a s e s  w h e r e  t h e  a m o u n t  i n  
c o n t r o v e r s y  e x c e e d s  t w o  h u n d r e d  a n d  

f i f t y  d o l l a r s ,  t h e  r i g h t  o f  a t r i a l  
b y  a j u r y  o f  t w e l v e  i s  p r e s e r v e d  to 
the s a m e  e x t e n t  as i t  e x i s t e d  a t  c o m­
m o n  la w .

A t  c o m m o n  law, t h e  e x i s t e n c e  o f  a r i g h t  t o  t r i a l  b y  j u r y  d e ­

p e n d e d  u p o n  w h e t h e r  t h e  c l a i m  a s s e r t e d  w a s  l e g a l  o r  e q u i t ­

a b l e  in n a t u r e .  R o s s  v. B e r n h a r d , 396 U. S .  531, 53 3 ,  24 

L . E d .  2d 729, 7 3 3  (1970). W h e n  o n l y  e q u i t a b l e  r e l i e f  is 

s o u g h t ,  t h e r e  i s  n o  r i g h t  t o  a j u r y  t r i a l .  5 M o o r e ' s  

F e d e r a l  P r a c t i c e  11 3 8 . 1 7  (2d ed. 1 9 8 1 ) ;  s e e  L o o m i s  E l e c t r o n i c

P r o t e c t i o n ,  Inc. v. S c h a e f e r , 5 4 9  P . 2d 1 3 4 1 ,  1 3 4 4  ( A l a s k a  1 9 7 6 ) .

In t h i s  c a s e ,  t h e  S t a t e  s o u g h t  i n j u n c t i v e  a n d  r e s t i t u t c r y  

2 8
r e l i e f  o n l y .  S u c h  r e l i e f  b e i n g  e q u i t a b l e ,  5 M o o r e ' s  

F e d e r a l  P r a c t i c e  II 3 8 . 2 4  (2d ed. 1 9 8 1 ) ,  B r o w n  w a s  n o t  

e n t i t l e d  t o  a j u r y  t r i a l  a n d  t h e  l o w e r  c o u r t  t h u s  d i d  n o t  

e r r  in r e f u s i n g  B r o w n ' s  j u r y  t r i a l  d e m a n d .

28. I n  its o r i g i n a l  c o m p l a i n t ,  t h e  S t a t e  s o u g h t  
c i v i l  p e n a l t i e s  as w e l l ,  b u t  t h i s  c l a i m  w a s  d r o p p e d  p r i o r  to  
B r o w n ' s  d e m a n d  f o r  a j u r y  t r i a l .  W e  t h e r e f o r e  n e e d  n o t  
d e c i d e  w h e t h e r  a r i g h t  t o  a t r i a l  b y  j u r y  w o u l d  e x i s t  h a d  
t h e  S t a t e  s o u g h t  c i v i l  p e n a l t i e s  u n d e r  e i t h e r  U L S P A  o r  the 

C o n s u m e r  P r o t e c t i o n  A c t .  See S t a t e  v. O ' N e i l l  I n v e s t i g a­

t i o n s ,  I n c . ,  6 0 9  P . 2d 5 2 6  , 5 3 8 - 3 9  ( A l a s k a  1 9 8 0 M M a t t h e w s ,
J . , d i s s e n t i n g ) .
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V I. VALIDITY OF THE INJUNCTION 

A s  p a r t  o f  i t s  f i n a l  j u d g m e n t ,  t h e  l o w e r  c o u r t  

p e r m a n e n t l y  e n j o i n e d  B r o w n  f r o m  e n g a g i n g  i n  c e r t a i n  p r a c­

t i c e s  p r o h i b i t e d  b y  t h e  a d m i n i s t r a t i v e  r e g u l a t i o n s  p r o­

m u l g a t e d  u n d e r  U L S P A ,  3 A A C  2 0 . 0 1 0 - 2 0 . 3 9 0 . ^  B r o w n  c l a i m s  

t h a t  t h i s  p a r t  o f  t h e  i n j u n c t i o n  is i n v a l i d  b e c a u s e  t h e 

r e g u l a t i o n s  w e r e  n o t  a d o p t e d  in a c c o r d  w i t h  s t a t u t o r y  n o t i c e

29. I n c l u d e d  a m o n g  t h e  p r a c t i c e s  e n j o i n e d  a r e  (1) 
u s i n g  c o n t r a c t s  w h i c h  c o n t a i n  p r o v i s i o n s  t h a t  l o s s  of t h e  

p r o p e r t y  c a n  r e s u l t  w i t h o u t  n o t i c e  o r  a h e a r i n g  in a c o u r t  
of c o m p e t e n t  j u r i s d i c t i o n  (3 A A C  2 0 . 0 6 0 ( a )  (7)); (2) u s i n g  
c o n t r a c t s  t h a t  p r o v i d e  f o r  a c c e l e r a t i o n  o f  p a y m e n t s  u p o n  

d e f a u l t  (3 A A C  2 0 . 0 6 0  (a)(6)); (3) r e p r e s e n t i r .  t o  p r o s p e c t­
ive p u r c h a s e r s  t h a t  t h e y  m u s t  a c t  q u i c k l y  t o  p u r c h a s e  l a n d  
at a s a v i n g s  b e c a u s e  t h e  p r i c e  is a b o u t  t o  i n c r e a s e ,  u n l e s s  
a d e c i s i o n  h a s  i n  f a c t  b e e n  m a d e  t o  i n c r e a s e  t h e  p r i c e  a n d  
the i n c r e a s e d  p r i c e  r e m a i n s  in e f f e c t  f o r  a t  l e a s t  30 d a y s  
(3 A A C  2 0 . 1 1 0 ( 1 ) ) ;  (4) r e p r e s e n t i n g  t o  p u r c h a s e r s  t h a t  t h e
s e l l e r  w i l l  b u y  b a c k  o r  r e s e l l  t h e  p u r c h a s e d  p r o p e r t y  u n l e s s  
t h i s  is t r u t  (3 A A C  2 0 . 1 2 0 ( 1 ) ) ;  (5) f a i l i n g  t o  i n f o r m  p u r ­
c h a s e r s  t h a t  a n y  e v i d e n c e  o f  i n d e b t e d n e s s  c a n  be a s s i g n e d  (3 
A A C  2 0 . 1 3 0 ( 3 ) ) ;  (6) a d v e r t i s i n g  " h o m e s i t e s "  as f o r  s a l e  w h e n  
the l a n d  h a s  n o t  b e e n  a p p r o v e d  f o r  u t i l i t i e s  (3 A A C  2 0 . 0 8 0
(3)); a n d  (7) f a i l i n g  t o  i n c l u d e  o n  t h e  f a c e  of a n y  a g r e e­
m e n t  t h a t  t h e  p u r c h a s e r  h a s  a r i g h t  t o  r e s c i n d  f o r  any 
r e a s o n  w i t h i n  f i v e  d a y s  (3 A A C  2 0 . 2 7 0 ( b ) ) .



r e q u i r e m e n t s . W e  d i s a g r e e .
30

30. B r o w n  a l s o  c l a i m s  t h a t  t h e s e  r e g u l a t i o n s  a r e  
i n c o n s i s t e n t  w i t h  l e g i s l a t i v e  i n t e n t ,  a n d  t h a t  a p p l i c a t i o n  
o f  t h e m  to h i m  w o u l d  be a d e n i a l  o f  p r o c e d u r a l  d u e  p r o c e s s .  
T h e  b a s i s  f o r  B r o w n ' s  f i r s t  a r g u m e n t  is t h a t  s i n c e  t h e  
r e g u l a t i o n s  w e r e  p r o m u l g a t e d  p r i o r  t o  t h e  e f f e c t i v e  d a t e  of 
the U L S P A  a m e n d m e n t s ,  t h e  l e g i s l a t u r e  c o u l d  n o t  h a v e  i n t e n d e d  
t h e m  t o  a p p l y  to i n - s t a t e  s e l l e r s  o f  lan d .  In e f f e c t ,  B r o w n  
a r g u e s  t h a t  a d m i n i s t r a t i v e  r e g u l a t i o n s  m u s t  b e  r e - p r o m u l g a t e d  
b e f o r e  t h e y  m a y  b e  a p p l i e d  t o  enforce' a n  a m e n d e d  s t a t u t e  
t h a t  c o v e r s  a n e w  c l a s s  of p e r s o n s .  W e  t h i n k  t h a t  r e q u i r i n g  
s u c h  a p r o c e d u r e  w o u l d  b e  u n d u l y  b u r d e n s o m e  t o  t h e  a d m i n i s­
t r a t i v e  a g e n c y  w h e n ,  as h e r e ,  t h e  r e g u l a t i o n s  a r e  c o n s i s t e n t  
w i t h ,  a n d  n o t  r e n d e r e d  u n r e a s o n a b l e  o r  a r b i t r a r y  by, t h e  
s t a t u t e  as a m e n d e d .  S e e  K e n a i  P e n i n s u l a  F i s h e r m a n ' s  C o ­
o p e r a t i v e  A s s ' n  v. S t a t e ,  6 2 8  P . 2 d  897, 906 ( A l a s k a  1981)

B r o w n ' s  d u e  p r o c e s s  a r g u m e n t  is t h a t  s i n c e  t h e  
r e g u l a t i o n s  w h e n  p r o m u l g a t e d  a p p l i e d  o n l y  to o u t - o f - s t a t e  
s u b d i v i d e r s ,  he r e a s o n a b l y  b e l i e v e d  t h a t  he h a d  n o  i n t e r e s t  
in them. T h u s ,  he a r g u e s  that, a p p l i c a t i o n  o f  t h e  r e g u l a t i o n s  
t o  h i m  w i t h o u t  r e - p r o m u l g a t i n g  t h e m  d e n i e s  h i m  n o t i c e  o f  a n d  
an o p p o r t u n i t y  to b e  h e a r d  i n  t h e  a d m i n i s t r a t i v e  p r o c e s s .
T h e  o n l y  a u t h o r i t y  c i t e d  b y  B r c w n  in s u p p o r t  o f  h i s  a r g u m e n t  
is C i t y  of H o m e r  v. S t a t e ,  5 6 6  P . 2d 1 3 1 4 ,  1 3 1 9 - 2 0  ( A l a s k a
1977). H i s  r e l i a n c e  o n  t h a t  c a s e  is m i s p l a c e d ,  h o w e v e r ,  
s i n c e  i t  i n v o l v e d  d u e  p r o c e s s  r e q u i r e m e n t s  in c o n n e c t i o n  
w i t h  a d m i n i s t r a t i v e  a c t i o n  t h a t  is a d j u d i c a t o r y ,  r a t h e r  t h a n  
l e g i s l a t i v e ,  in n a t u r e .  A s  P r o f e s s o r  D a v i s  n o t e s ,  n u m e r o u s  
r e g u l a t i o n s  a r e  p r o m u l g a t e d  w i t h o u t  n o t i c e  t~< o r  p a r t i c i p a ­
t i o n  by t h o s e  th a t  m i g h t  b e  a f f e c t e d .  1 K. Da.’is, A d m i n i s ­
t r a t i v e  L a w  T r e a t i s e  § 6 . 0 1  (1958). In o u r  j u d g m e n t ,
B r o w n ' s  d u e  p r o c e s s  a r g u m e n t  is w i t h o u t  m e r i t .



A S  3 4 . 5 5 . 0 2 0  (a)'"1 a u t h o r i z e s  t h e  D e p a r t m e n t  of  

C o m m e r c e  to p r e s c r i b e  r e g u l a t i o n s  as a r e  n e c e s s a r y  t o  «.om- 

p l i s h  U L S P A 1s p u r p o s e ,  a n d  s t a t e s  t h a t  s u c h  r e g u l a t i o n s  

s h a l l  b e  a d o p t e d  in c o m p l i a n c e  w i t h  t h e  A d m i n i s t r a t i v e  

P r o c e d u r e  A c t ,  A S  4 4 . 6 2 . 0 1 0 - 4 4 . 6 2 . 6 5 0 .  A S  4 4 . 6 2 . 1 9 0  r e­

q u i r e s  t h a t  n o t i c e  o f  p r o p o s e d  a g e n c y  a c t i o n  b e  g i v e n  a t  

l e a s t  t h i r t y  d a y s  b e f o r e  r e g u l a t i o n s  a r e  a d o p t e d .  T h e  

c o n t e n t  o f  s u c h  n o t i c e  is g o v e r n e d  b y  A S  4 4 . 6 2 . 2 0 0 ,  w h i c h ,  

a m o n g  o t h e r  t h i n g s ,  r e q u i r e s  t h a t  t h e  n o t i c e  c o n t a i n  "an 

i n f o r m a t i v e  s u m m a r y  o f  t h e  p r o p o s e d  s u b j e c t  o f  a g e n c y  

a c t i o n . "  AS 4 4 . 6 2 . 2 0 0 ( a ) ( 3 ) .  It is t h i s  r e q u i r e m e n t  t h a t  

B r o w n  c l a i m s  w a s  n o t  c o m p l i e d  w i t h  h e r e .

T h e  c h a l l e n g e d  r e g u l a t i o n s  w e r e  a d o p t e d  a f t e r  p u b­

l i c a t i o n  of t h e  f o l l o w i n g  n o t i c e :

31. A S  3 4 . 5 5 . 0 2 0 ( a )  p r o v i d e s :

T h e  d e p a r t m e n t  s h a l l  p r e s c r i b e  r e g u l a­
t i o n s  w h i c h  s h a l l  be a d o p t e d ,  a m e n d e d ,  or  
r e p e a l e d  in c o m p l i a n c e  w i t h  t h e  A d m i n i s t r a ­
t i v e  P r o c e d u r e  A c t  (AS 4 4 . 6 2 ) .  T h e  r e g u­
l a t i o n s  s h a l l  i n c l u d e  b u t  n o t  b e  l i m i t e d  
to p r o v i s i o n s  for a d v e r t i s i n g  s t a n d a r d s  
to a s s u r e  f s i r  a n d  f u l l  d i s c l o s u r e ;  p r o ­
v i s i o n s  for e s c r o w  or t r u s t  a g r e e m e n t s  
or o t h e r  i w a n s  r e a s o n a b l y  t o  a s s u r e  t h a t  
all i m p r o v e m e n t s  r e f e r r e d  to in t h e  a p p l i­
c a t i o n  for r e g i s t r a t i o n  a n d  a d v e r t i s i n g  
w i l l  b e  c o m p l e t e d  a n d  t h a t  p u r c h a s e r s  w i l l  
r e c e i v e  t h e  i n t e r e s t  in l a n d  c o n t r a c t e d  
for; p r o v i s i o n s  for o p e r a t i n g  p r o c e d u r e s ;  
a n d  o t h e r  p r o v i s i o n s  as a r e  n e c e s s a r y  o r  

p r o p e r  to a c c o m p l i s h  t h e  p u r p o s e  of tho.s 
c h a p t e r .
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N O T I C E  IS H E R E E Y  G I V E N  t h a t  the  
D e p a r t m e n t  o f  C o m m e r c e  . . . p r o p o s e s  t o  
a d o p t  r e g u l a t i o n s  i n  T i t l e  3 o f  t h e  A d ­
m i n i s t r a t i v e  C o d e  t c  i m p l e m e n t  A S  3 4 . 5 5  
U n i f o r m  L a n d  S a l e s  P r a c t i c e s  A c t  as 
f o l l o w s :

A r t i c l e  1. G e n e r a l  P r o v i s i o n s
A r t i c l e  2. F i l i n g  P r o c e d u r e s
A r t i c l e  3. U n f a i r  A c t s  a n d  P r a c t i c e s
A r t i c l e  4. A d v e r t i s i n g  a n d  P r o m o t i o n

P l a n s
A r t i c l e  5. P r o t e c t i o n  o f  P u r c h a s e r s
A r t i c l e  6. S e v e r a b i l i w y

B r o w n  c o n t e n d s  t h a t  t h i s  n o t i c e  w a s  i n s u f f i c i e n t  t o  c o n v e y  

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

A S  4 4 . 6 2 . 1 0 0 ( a )  e s t a b l i s h e s  a r e b u t t a b l e  p r e s u m p­

t i o n  t h a t  t h e  p r o c e d u r a l  r e q u i r e m e n t s  f o r  t h e  p r o m u l g a t i o n  

of a d m i n i s t r a t i v e  r e g u l a t i o n s  h a v e  b e e n  s a t i s f i e d .  W h e n  a 

r e g u l a t i o n  is c h a l l e n g e d  for f a i l u r e  t o  c o m p l y  w i t h  t h e s e  

r e q u i r e m e n t s ,  t h e  v i o l a t i o n  m u s t  be " s u b s t a n t i a l "  b e f o r e  the 

r e g u l a t i o n  w i l l  b e  d e c l a r e d  i n v a l i d .  A S  4 4 . 6 2 . 3 0 0 ;  K i n c e r y  

v. C h a p p i e , 504 P . 2d 83 1 ,  834 ( A l a s k a  1 9 7 2 ) .  W e  t h i n k  t h a t  

B r o w n  has f a i l e d  t o  s h o w  a v i o l a t i o n  of t h e  i n f o r m a t i v e  

s u m m a r y  r e q u i r e m e n t  s u b s t a n t i a l  e n o u g h  to o v e r c o m e  the 

s t a t u t o r y  p r e s u m p t i o n  o f  v a l i d i t y .  T h e  c o n t e n t s  o f  the  

a b o v e  s u m m a r y  g a v e  m e m b e r s  of t h e  p u b l i c  s u f f i c i e n t  i n f o r m a­

ti o n  to d e c i d e  w h e t h e r  t h e i r  i n t e r e s t s  c o u l d  be a f f e c t e d  by 

the a g e n c y  a c t i o n  a n d  t h u s  w h e t h e r  to m a k e  t h e i r  v i e w s  k n o w n



t o  t h e  a g e n c y . A c c o r d i n g l y ,  t h a t  p o r t i o n  o f  t h e  t r i a l  

c o u r t ' s  j u d g m e n t  p e r m a n e n t l y  e n j o i n i n g  B r o w n  f r o m  v i o l a t i n g  

the a d m i n i s t r a t i v e  r e g u l a t i o n s  i m p l e m e n t i n g  U L S P A  is a f f i r m e d .  

V I I « F I R S T  N A T I O N A L  B A N K  A S  A  D E F E N D A N T  

T h e  r e l i e f  s o u g h t  b y  t h e  S t a t e  a g a i n s t  F i r s t  

N a t i o n a l  B a n k  o f  A n c h o r a g e  w a s  a d e c l a r a t o r y  j u d g m e n t  t h a t  

the B a n k  w a s  n o t  a " h o l d e r  i n  d u e  c o u r s e "  of t h e  W i n d s o n g  

lot p u r c h a s e r s '  p r o m i s s o r y  n o t e s .  T h e  B a n k  h e l d  t h e s e  n o t e s  

as s e c u r i t y  f o r  i t s  l o a n s  t o  B r o w n  u s e d  t o  f i n a n c e  t h e  W i n d ­

s o n g  S u b d i v i s i o n .  A l t h o u g h  w h e n  d e l i v e r e d  t h e  n o t e s  w e r e  

u n e n d o r s e d ,  t h e  c o l l a t e r a l  a n d  l o a n  a g r e e m e n t s  b e t w e e n  B r o w n  

a n d  F i r s t  N a t i o n a l  a u t h o r i z e d  t h e  B a n k  t o  e n d o r s e  t h e  n o t e s  

to i t s e l f  o n  B r o w n ' s  b e h a l f .  A f t e r  a t i m e  i t  d i d  s o  a n d

32

32. T h a t  t h i s  is a l l  t h a t  A S  4 4 . 6 2 . 2 0 0 ( a ) ( 3 )  r e­
q u i r e s  f i n d s  s u p p o r t  i n  i t s  l e g i s l a t i v e  h i s t o r y .  T h e  
p r e c u r s o r  t o  t h a t  s e c t i o n  r e q u i r e d  t h a t  t h e  n o t i c e  of  
p r o p o s e d  a g e n c y  a c t i o n  c o n t a i n  "(e]ithex' t h e  e x p r e s s  t e r m s  
or a n  i n f o r m a t i v e  s u m m a r y  o f  t h e  propu^c-.J a g e n c y  a c t i o n . "
Ch. 143, § 6 ( 3 ) ,  S L A  1 9 5 9 .  In 1970, t h e  l e g i s l a t u r e  c h a n g e d  
t h i s  l a n g u a g e  t o  t h a t  p r e s e n t l y  f o u n d  i n  A S  4 4 . 6 2 . 2 0 0 ( a ) ( 3 ) .  
S e e  ch. 185, § 1, S L A  1 9 7 0 .  A  r e p o r t  f r o m  t h e  H o u s e  J u d i ­
c i a r y  C o m m i t t e e  r e v e a l s  t h a t  t h e  c h a n g e  c a m e  a b o u t  b e c a u s e  
it w a s  f e l t  t h a t  u n d e r  t h e  p r i o r  v e r s i o n  n o t i c e  o f  p r o p o s e d  
r e g u l a t i o n s  h a d  t o  be v e r y  d e t a i l e d  a n d  s p e c i f i c ;  a r e­
q u i r e m e n t  t h a t  t h e  J u d i c i a r y  C o m m i t t e e  b e l i e v e d  w a s  t o o  
r e s t r i c t i v e  a n d  h e n c e  u n d e s i r a b l e .  S e e  1 9 7 0  H o u s e  J o u r n a l  
9 1 7 - 1 8 .  T h u s ,  i t  is c l e a r  t h a t  t h e  l e g i s l a t u r e  i n t e n d e d  
t h a t  t h e  " i n f o r m a t i v e  s u m m a r y "  r e q u i r e m e n t  b e  l i b e r a l l y  
c o n s t r u e d .  Cf^. A S  4 4 . 6 2 . 2 0 0 ( b )  (a r e g u l a t i o n  m a y  v a r y  f r o m  
the c o n t e n t  s p e c i f i e d  i n  t h e  s u m m a r y  if " t h e  s u b j e c t  m a t t e r  
r e m a i n s  t h e  s a m e  a n d  t h e  o r i g i n a l  n o t i c e  w a s  w r i t t e n  so as  
to a s s u r e  t h a t  m e m b e r s  o f  t h e  p u b l i c  a r e  r e a s o n a b l y  n o t i f i e d  
of t h e  p r o p o s e d  s u b j e c t  of a g e n c y  a c t i o n  in o r d e r  f o r  t h e m  
to d e t e r m i n e  ' a e t h e r  t h e i r  i n t e r e s t s  c o u l d  be a f f e c t e d  b y  
a g e n c y  a c t i o n  o n  t h a t  s u b j e c t " ) .



t h e n  n o t i f i e d  p u r c h a s e r s  t h a t  t h e y  w e r e  o b l i g a t e d  t o  m a k e  

t h e i r  p a y m e n t s  t o  t h e  B a n k ,  d e s p i t e  t h e  l o w e r  c o u r t ' s  

d i r e c t i v e  t h a t  t h o s e  p u r c h a s e r s  s e e k i n g  r e s t i t u t i o n  s h o u l d  

m a k e  t h e i r  p a y m e n t s  t o  t h e  c o u r t  r e g i s t r y .  It w a s  a t  t h i s  

p o i n t  t h a t  the S t a t e  a m e n d e d  i t s  c o m p l a i n t  t o  a d d  F i r s t  

N a t i o n a l  a s  a d e f e n d a n t .

The l o w e r  c o u r t  d i s m i s s e d  t h e  S t a t e ' s  a c t i o n

a g a i n s t  t h e  Bank,, r e a s o n i n g  t h a t  t h e  S t a t e  w a s  w i t h o u t

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

p u r c h a s e r s  m i g h t  h a v e  a g a i n s t  F i r s t  N a t i o n a l  b e c a u s e  t h e

33
B a n k  h a d  v i o l a t e d  n o  ’aw. In o u r  v i e w ,  t h e  l o w e r  c o u r t  

i m p e r m i s s i b l y  s u b s t i t u t e d  i t s  o w n  j u d g m e n t  f o r  t h a t  o f  t h e  

e x e c u t i v e  o f f i c i a l  c h a r g e d  w i t h  b r i n g i n g  s u i t  w h e n ,  in h i s  

j u d g m e n t ,  t h e  p u b l i c  i n t e r e s t  r e q u i r e s ,  a n d  t h e r e f o r e  e r r e d  

in d i s m i s s i n g  t h e  S t a t e ' s  a c t i o n  a g a i n s t  F i r s t  N a t i o n a l .

W e  h a v e  a l r e a d y  h a d  o c c a s i o n  t o  d i s c u s s  t h e  

A t t o r n e y  G e n e r a l ' s  b r o a d  c o m m o n  l a w  p o w e r s .  W h a t  w e  h a v e  

s a i d  is e q u a l l y  a p p l i c a b l e  t o  t h e  q u e s t i o n  of t h e  S t a t e ' s  

a u t h o r i t y  t o  s u e  t h e  B a n k .

33. S u b s e q u e n t  t o  its d e c i s i o n  t o  d i s m i s s  t h e  
Bank., t h e  t r i a l  c o u r t  e x p r e s s e d  as a t e n t a t i v e  o p i n i o n  the  
v i e w  ihat t h e  B a n k  w a s  n o t  a h o l d e r  in d u e  c o u r s e  a n d  t h u s  
w o u l d  be s u b j e c t  t o  the s a m e  d e f e n s e s  a v a i l a b l e  t o  a p u r­
c h a s e r  in a n  a c t i o n  on t h e  n o r e  b y  B r o w n .  T h e  c o u r t  c o r­
r e c t l y  p o i n t e d  o u t ,  h o w e v e r ,  t h a t  t h i s  v i e w  w a s  n o t  an 
a d j u d i c a t i o n  b i n d i n g  o n  t h e  Bank.
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U n d e r  t h e  c o m m o n  law, a n  a t t o r n e y  

g e n e r a l  is e m p o w e r e d  t o  b r i n g  a n y  a c t i o n  
w h i c h  he t h i n k s  n e c e s s a r y  t o  p r o t e c t  
t h e  p u b l i c  i n t e r e s t .  . . .

P u b l i c  D e f e n d e r  A g e n c y  v. S u p e r i o r  C o u r t ,  T h i r d  J u d i c i a l  

D i s t r i c t , 534 P . 2d 947, 9 5 0  ( A l a s k a  1 9 7 5 ) ( e m p h a s i s  a d d e d ) .  

A n d ,  s u b j e c t  t o  c o n s t i t u t i o n a l  b o u n d s ,  w h a t  is o r  is n o t  i n  

the p u b l i c  i n t e r e s t  is a m a t t e r  c o m m i t t e d  t o  t h e  A t t o r n e y  

G e n e r a l ' s  s o u n d  d i s c r e t i o n .  la. T h a t  t h e  S t a t e  s a w  f i t  t o  

t r y  t o  p r e v e n t  F i r s t  N a t i o n a l  f r o m  c o l l e c t i n g  o n  n o t e s  

e x e c u t e d  by p e r s o n s  w h o m  it h a d  r e a s o n  t o  b e l i e v e  m a y  h a v e  

b e e n  t h e  v i c t i m s  of f r a u d ,  is n o t  a d e c i s i o n  s u b j e c t  t o  t h e  

c o n t r o l  o r  r e v i e w  o f  t h e  c o u r t s .  T h e  t r i a l  c o u r t ' s  c o n c e r n  

t h a t  a l l o w i n g  t h e  S t a t e  t o  s u e  F i r s t  N a t i o n a l  i n  t h e  a b s e n c e  

o f  a s p e c i f i c  s t a t u t o r y  v i o l a t i o n  b y  t h e  B a n k  w o u l d  c r e a t e  a 

" h o r r e n d o u s  r i s k  of o v e r r e a c h i n g "  b y  t h e  S t a t e  a s  l i t i g a n t ,  

is a n s w e r e d  b y  t h e  o b s e r v a t i o n  t h a t  " t h e  f a c t  t h a t  t h e  e x e r ­

c i s e  o f  p o w e r  m a y  b e  a b u s e d  is n o  s u f f i c i e n t  r e a s o n  f o r  

d e n y i n g  i t s  e x i s t e n c e . "  U n i t e d  S t a t e s  v. S a n  J a c i n t o  T i n  

Co . ,  1 2 5  U.S. 273, 284, 31 L.E d .  747, 7 5 1  (1888).

We c o n c l u d e ,  t h e r e f o r e , t h a t  t h e  t r i a l  c o u r t  e r r e d  

in d i s m i s s i n g  t h e  S t a t e ’s c l a i m  a g a i n s t  F i r s t  N a t i o n a l .  O n  

r e m a n d ,  t h e  S t a t e  m u s t  b e  g i v e n  t h e  o p p o r t u n i t y  to s h o w ,
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w i t h  r e s p e c t  t o  t h e  i n d i v i d u a l  p u r c h a s e r s  r e p r e s e n t e d , 34 

t h a t  t h e  B a n k  d o e s  n o t  o c c u p y  t h e  s t a t u s  o f  a " h o l d e r  i n  d u e  

c o u r s e "  of t h e  v a r i o u s  p u r c h a s e r s '  p r o m i s s o r y  n o t e s .

T h e  j u d g m e n t  is A F F I R M E D  i n  p a r t  a n d  R E V E R S E D  in 

p a r t  a n d  t h e  c a s e  is R E M A N D E D  f o r  f u r t h e r  p r o c e e d i n g s  c o n -

*3 C
s i s t e n t  w i t h  t h i s  o p i n i o n .  J

34. F i r s t  N a t i o n a l ' s  a r g u m e n t  t h a t  p e r m i t t i n g  t h e  
S t a t e  t o  sue w i l l  r e q u i r e  t h e  B a n k  t o  e n g a g e  in l i t i g a t i o n  
w h i c h  o f f e r s  i t  n o  p r o s p e c t  o f  o b t a i n i n g  c o m p l e t e  r e l i e f  is 
d i s p o s e d  of b y  o u r  e a r l i e r  h o l d i n g  t h a t  t h o s e  i n d i v i d u a l s  
e l e c t i n g  to b e  r e p r e s e n t e d  b y  t h e  S t a t e  m u s t  f i r s t  c o n s e n t  to 
be b o u n d  by t h e  c o u r t ' s  f i n a l  j u d g m e n t .

35. In l i g h t  of o u r  d i s p o s i t i o n  of t h e  cas e ,  t h e  
l o w e r  c o u r t ' s  a w a r d  t o  t h e  S t a t e  of c o s t s  a n d  a t t o r n e y ' s  
fees m u s t  be v a c a t e d .  W e  do n o t  a d d r e s s  t h e  S t a t e ' s  c l a i m  
th a t  t h e  l o w e r  c o u r t  e r r e d  in d e n y i n g  i t s  r e q u e s t  for p r e­

j u d g m e n t  a t t a c h m e n t  u n d e r  kS 0 9 . 4 0 . 0 1 0 .  S i n c e  the S t a t e  h a s  
r e p r e s e n t e d  t o  the c o u r t  t h a v. it h a s  b e e n  u n a b l e  to f i n d  
s i g n i f i c a n t  a s s e t s  o t h e r  t h a n  W i n d s o n g  l o t s  on w h i c h  to 
e x e c u t e  d u r i n g  the p e n d e n c y  o f  t h i s  a p p e a l ,  a n d  s i n c e  t h e  

S t a t e  w i l l  h a v e  a p a r t i a l  j u d g m e n t  o n  w h i c h  to e x e c u t e  
f o l l o w i n g  r e m a n d ,  t h i s  i s s u e  is m o o t .
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R A B I N O W I T Z ,  C h i e f  J u s t i c e ,  d i s s e n t i n g  i n  p a r t .

M y  o n l y  d i s a g r e e m e n t  w i t h  t h e  c o u r t ' s  d i s p o s i t i o n  

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

t h a t  d e t e r m i n a t i o n  o f  B r o w n ' s  l i a b i l i t y  t o  p r e - S e p t e m b e r  21, 

1 9 7 7  p u r c h a s e r s  o n  t h e  b a s i s  o f  c o m m o n  l a w  f r a u d  m u s t  b e  

r e m a n d e d  f o r  a s e c o n d  t r i a l .  T h e  c o u r t  r e a c h e s  i t s  r e m a n d  

c o n c l u s i o n  o n  t h e  f o l l o w i n g  r a t i o n a l e :  " T h e  s t a t e  d i d  n o t

a l l e g e  t h a t  B r o w n  s h o u l d  b e  h e l d  l i a b l e  o n  t h e  b a s i s  o f  

c o m m o n  l a w  f r a u d . "  A g r e e i n g  t h a t  B r o w n ' s  r i g h t  t o  a f a i r  

t r i a l  w a s  j e o p a r d i z e d  b y  t h e  t r i a l  c o u r t ' s  a d o p t i o n  o f  a n e w  

t h e o r y  o f  t h e  case, a n d  r e f u s i n g  to c o u n t e n a n c e  t h e  t r i a l  

c o u r t ' s  r e - e n g i n e e r i n g  o f  t h e  c a s e  t o  h o l d  B r o w n  l i a b l e  f o r  

c o m m o n  l a w  f r a u d ,  t h e  m a j o r i t y  h a s  c o n c l u d e d  t h a t  t h e  m a t t e r  

s h o u l d  b e  r e m a n d e d  f o r  t r i a l  o f  t h e  c o m m o r  l a w  f r a u d  q u e s ­

ti o n .

I d o  n o t  b e l i e v e  t h a t  a r e m a n d  t o  a d d r e s s  t h e  

i s s u e  o f  c o m m o n  l a w  f r a u d  is a p p r o p r i a t e .  T h e  c a s e  a g a i n s t  

B r o w n  w a s  t r i e d  s o l e l y  o n  t h e  t h e o r y  t h a t  B r o w n  w a s  l i a b l e  

u n d e r  t h e  U L S P A ,  n o t  o n  t h e  b a s i s  o f  c o m m o n  l a w  f r a u d .  

F u r t h e r ,  i t  c a n n o t  b e  s h o w n  t h a t  t h e  i s t u c  o f  c o m m o n  l a w  

f r a u d  w a s  t r i e d  w i t h  t h e  e x p r e s s  o r  i m p l i e d  c o n s e n t  o f  t h e  

p a r t i e s .  I n  s h o r t ,  I t h i n k  i t  u n f a i r  t o  r e q u i r e  B r o w n  to g o  

t h r o u g h  a s e c o n d  t r i a l  in c i r c u m s t a n c e s  w h e r e  t h e  s t a t e  

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

p r o c e e d i n g s .
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E v e n  i f  I w a s  p e r s u a d e d  t h a t  t h e  i s s u e  o f  c o m m o n  

l a w  f r a u d  h a d  b e e n  r a i s e d  a n d  t r i e d ,  i n  m y  v i e w  t h e  a p p r o ­

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

i c a n t  p o r t i o n  o f  t h e  s u p e r i o r  c o u r t ' s  j u d g m e n t  o r d e r i n g  r e s ­

t i t u t i o n  t o  p u r c h a s e r s .  A s  t o  t h e s e  f i f t y - o d d  p r e - S e p t e m b e r  

21, 1 8 7 7  p u r c h a s e r s ,  t h e r e  is n o  e v i d e n c e  i n  t h e  r e c o r d  c o n ­

c e r n i n g  w h a t  m i s r e p r e s e n t a t i o n s ,  i f  a n y ,  w e r e  m a d e  t o  t h e m  

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

r e s e n t a t i o n . 1 I n  s h o r t ,  I f a i l  t o  c o m p r e h e n d  t h e  j u s t i f i c a * »

1. A l t h o u g h  t h e  s u p e r i o r  c o u r t ' s  o r d e r  p e r m i t s  

n u m e r o u s  p u r c h a s e r s  t o  r e s c i n d  t h e i r  p u r c h a s e s  a n d  o b t a i n  a 

r e f u n d  o f  t h e i r  m o n e y  o n  t h e  g r o u n d  t h a t  t h e y  w e r e  d e f r a u d e d  

b y  B r o w n ,  t h e r e  i s  n o  e v i d e n c e  i n  t h e  r e c o r d  c o n c e r n i n g  m o s t  

c f  t h e s e  p e r s o n s '  d e a l i n g s  w i t h  B r o w n .  A  t o t a l  o f  f i f t e e n  

p u r c h a s e r s  t e s t i f i e d  ( s e v e r a l  o n  E r o w n ' s  b e h a l f ) ,  a n d  t h e i r  
t e s t i m o n y  e s t a b l i s h e s  t h a t  B r o w n  o r  h i s  a g e n t s  t o l d  d i f f e r ­

e n t  t h i n g s  t o  d i f f e r e n t  p e r s o n s  a n d  t h a t  p u r c h a s e r s  h a d  

v a r y i n g  a m o u n t s  o f  k n o w l e d g e  a b o u t  t h e  c o n d i t i o n  o f  t h e  
p r o p e r t y  t h a t  t h e y  w e r e  p u r c h a s i n g .  I n  o t h e r  w o r d s ,  i t  is 

i m p o s s i b l e  t o  i n f e r  f r o m  t h e  t e s t i m o n y  o f  r e c o r d  t h a t  B r o w n  

d e f r a u d e d  d o z e n s  o f  p u r c h a s e r s ,  a n d  t h u s  t h e  s u p e r i o r  

c o u r t ' s  j u d g m e n t  l a c k s  e v i d e n t i a r y  s u p p o r t .

F o r  e x a m p l e ,  o n  t h e  i s s u e  o f  B r o w n ' s  a l l e g e d  
f a i l u r e  t o  i n f o r m  p u r c h a s e r s  t h a t  t h e i r  r i v e r s i d e  p a r c e l s  
m i g h t  f l o o d ,  s e v e r a l  o f  t h e  s t a t e ' s  w i t n e s s e s  t e s t i f i e d  t h a t  

t h e y  k n e w  t h e  a r e a  w a s  p r o n e  t o  f l o o d i n g .  A n o t h e r  t w o  w i t ­

n e s s e s  e x p l a i n e d  t h a t  t h e y  w e r e  t o l d  b y  B r o w n ' s  r e p r e s e n t a ­

t i v e  o f  t h e  s u b d i v i s i o n ' s  h i s t o r y  o f  f l o o d i n g .  M a n y  p u r ­
c h a s e r s  t o l d  s t o r i e s  m u c h  l i k e  t h a t  t o l d  b y  T h o m a s  D o g g e t t ,  

w h o  e x p l a i n e d  t h a t  h e  h a d  b o u g h t  h i s  l o t  " m o r e  o r  l e s s  o n  

i m p u l s e "  w i t h i n  t w o  h o u r s  o f  f i r s t  s e e i n g  i t  a n d  t h a t  h e  

" d i d n ' t  t h i n k  a b o u t  it, d i d n ' t  r e s e a r c h  it, d i d n ' t  a s k  a n y  
o f  t h e  n e i g h b o r s  n o t h i n g . "  I n  o t h e r  w o r d s ,  e v e n  i f  t h e  
t e s t i m o n y  o f  s o m e  p u r c h a s e r s  e s t a b l i s h e d  t h a t  t h o s e  p e r s o n s  
w e r e  e n t i t l e d  t o  r e s c i n d  t h e i r  t r a n s a c t i o n s ,  t h a t  t e s t i m o n y  
a l s o  e s t a b l i s h e s  t h a t  i t  is i m p o s s i b l e  t o  i n f e r  t h a t  B r o w n  

is l i a b l e  t o  o t h e r  p u r c h a s e r s ;  t h e  t e s t i m o n y  o f  r e c o r d  d o e s  

n o t  e s t a b l i s h  t h a t  a l l  p u r c h a s e r s  w e r e  i n  t h e  s a m e  p o s i t i o n  
o r  t h a t  t h e y  a l l  w e r e  t o l d  t h e  s a m e  t h i n g .
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t i o n  f o r  t h e  c o u r t ' s  o r d e r i n g  a r e m a n d  w h i c h  w i l l  a f f o r d  t h e

s t a t e  a  s e c o n d  o p p o r t u n i t y  t o  a t t e m p t  t o  p r e s e n t  s u f f i c i e n t

e v i d e n c e  t o  s h o w  t h a t  a p a r t i c u l a r  p u r c h a s e r  i s  e n t i t l e d  t o

2
r e s c i n d  h i s  o r  h e r  t r a n s a c t i o n  w i t h  B r o w n .

2. F i r s t ,  t h i s  is n o t  a c a s e  i n  w h i c h  t h e  s t a t e  

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

t h e  c o u r s e  o f  a l m o s t  a y e a r .  T h e  s t a t e  h a d  a m p l e  o p p o r t u n ­

it y ,  b o t h  b e f o r e  a n d  a f t e r  c o n d u c t i n g  e x t e n s i v e  i n v e s t i g a ­

t i o n s ,  t o  t a i l o r  i t s  p l e a d i n g s  a n d  t h e o r i e s  t o  f i t  i t s  v i e w  

o f  t h e  f a c t s .

S e c o n d ,  t h i s  i s  n o t  a c a s e  i n  w h i c h  d e f r a u d e d  

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

f r a u d  i s s u e  o n  t h e i r  b e h a l f .  E a c h  a n d  e v e r y  l a n d o w n e r  i s  

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

r e s c i n d  t h e  t r a n s a c t i o n  o r  t o  r e c o v e r  d a m a g e s .

T h i r d ,  t h i s  i s  n o t  a c a s e  i n  w h i c h  s i g n i f i c a n t  
j u d i c i a l  r e s o u r c e s  w o u l d  b e  s a v e d  b y  l i t i g a t i n g  a l l  p u r c h a s ­

er s '  c l a i m s  i n  a s i n g l e  c l a s s  a c t i o n  t y p e  l a w s u i t .  T h e  

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

er. O n  r e m a n d ,  t h e  p r o c e e d i n g s  c o u l d  b e c o m e  a c o n f u s i n g  

s e r i e s  o f  u p  t o  5 3  m i n i - t r i a l s .

F o u r t h ,  t h i s  i s  n o t  a c a s e  i n  w h i c h  t h e  s t a t e ' s  

o b j e c t i v e s  w o u l d  b e  f r u s t r a t e d  s h o u l d  i n d i v i d u a l  p u r c h a s e r s  

b e  r e q u i r e d  t o  b r i n g  s e p a r a t e  s u i t s  t o  v i n d i c a t e  t h e i r  
r i g h t s ,  i f  a n y .  T h e  s t a t e  h a s  r e p e a t e d l y  r e p r e s e n t e d  t h a t  
i t s  o b j e c t i v e  i s  n o t  t o  r e d r e s s  i n d i v i d u a l  p u r c h a s e r s '  

g r i e v a n c e s  b u t  r a t h e r  t o  v i n d i c a t e  i t s  s e p a r a t e  i n t e r e s t  i n  
" p u b l i c  l a w  e n f o r c e m e n t "  b y  e n j o i n i n g  B r o w n  f r o m  v i o l a t i n g  
s t a t e  l a w .  I n d e e d ,  t h e  s t a t e  h a s  a l r e a d y  o b t a i n e d  p r e c i s e l y  

t h e  r e l i e f  t h a t  i t  c l a i m s  t o  h a v e  b e e n  s e e k i n g ,  a n  i n j u n c ­

t i o n .

F i f t h ,  t h i s  i s  a c a s e  i n  w h i c h  B r o w n  w i l l  s u f f e r  

s i g n i f i c a n t  p r e j u d i c e  s h o u l d  t h e  c a s e  b e  r e m a n d e d  f o r  a 

s e c o n d  t r i a l .  T h e r e  i s  t h e  o b v i o u s  p r e j u d i c e  o f  f o r c i n g  

B r o w n  t o  i n c u r  t h e  e x p e n s e  o f  a s e c o n d  t r i a l  w h i c h  w o u l d  n o t  
h a v e  b e e n  n e c e s s a r y  h a d  t h e  s t a t e  r a i s e d  t h e  t h e o r y  t h a t  i t  

n o w  w i s h e s  t o  r e l y  u p o n ,  a n d  t h e  p r e j u d i c e  o f  p o s s i b l e  

l i a b i l i t y  t o  p u r c h a s e r s  w h o  w o u l d  n o t  h a v e  b e e n  e n t i t l e d  t o  

r e c o v e r  u n d e r  t h e  s t a t e ' s  s t a t u t o r y  t h e o r y  o f  l i a b i l i t y .
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I n  m y  v i e w ,  t h e  c o u r t ' s  d i s p o s i t i o n  o f  t h e  c o m m o n  

l a w  f r a u d  i s s u e  a l s o  r a i s e s  b a s i c  c o n s i d e r a t i o n s  o f  f a i r ­

n e s s .  B r o w n ' s  e n g i n e e r ,  N e i l  H a u s a m ,  m o v e d  f o r  s u m m a r y  

j u d g m e n t  o n  t h e  g r o u n d  t h a t  t h e  U L S P A  c o u l d  n o t  b e  a p p l i e d  

t o  r e a c h  h i s  a c t i v i t i e s .  T h e  s u p e r i o r  c o u r t  g r a n t e d  s u m m a r y  

j u d g m e n t  o n  t h a t  g r o u n d .  I n  r e s p o n s e  t o  B r o w n ' s  i n q u i r y  a t  

t h e  o u t s e t  o f  t h e  t r i a l ,  t h e  s u p e r i o r  c o u r t  i n d i c a t e d  t h a t  

" i m p l i c i t  i n  w h a t  t h e  c o u r t  h a s  a l r e a d y  r u l e d  w i t h  r e g a r d  t o  

H r .  H a u s a m  is t h a t  a n y  c l a i m  b a s e d  u p o n  a n y o n e  w h o  r e l i e d  - 

w h o s e  a c t i o n s  w e r e  m o t i v a t e d  b y  a c t s  t h a t  t o o k  p l a c e  p r i o r  

t o  t h e  e f f e c t i v e  d a t e  o f  t h e  a m e n d m e n t  m u s t  f a i l . "  T h e  r e ­

c o r d  i n d i c a t e s  t h a t  B r o w n  o b v i o u s l y  w a s  p r o c e e d i n g  u n d e r  t h e  

a s s u m p t i o n  t h a t ,  i f  H a u s a m  w a s  o u t  o f  t h e  c a s e  b e c a u s e  t h e  

a c t  c o u l d  n o t  b e  a p p l i e d  r e t r o a c t i v e l y ,  s o  w a s  h e  ur.less t h e  

s t a t e  c o u l d  p r o v e  s o m e  p o s t - U L S F A  m i s b e h a v i o r  a f f e c t i n g  a 

p r e - U L S P A  p u r c h a s e r .  In m y  v i e w ,  i n c o n s i s t e n t  a p p l i c a t i o n  

o f  t h e  l a w  i n  t h i s  c a s e  h a s  r e s u l t e d  i n  a b a s i c a l l y  u n f a i r  

d e c i s i o n  a g a i n s t  B r o w n .

( f o o t n o t e  2 c o n t i n u e d )

F u r t h e r ,  t h e r e  i s  n o  a s s u r a n c e  t h a t  E r o w n  w i l l  . n o t  b e  f a c e d  

w i t h  s e p a r a t e  s u i t s  b r o u g h t  b y  i n d i v i d u a l  p u r c h a s e r s  a f t e r  
t h e  s t a t e ' s  s u i t  c o m e s  t o  a n  e n d .  T h e  s t a t e ' s  s u i t  h a s  n o  
r e s  j u d i c a t a  e f f e c t  as t o  i n d i v i d u a l  l a n d o w e r s ,  a n d  l a n d ­
o w n e r s  a r e  n o t  r e q u i r e d  t o  e l e c t  t o  p a r t i c i p a t e  i n  a n y  
j u d g m e n t  o b t a i n e d  b y  t h e  s t a t e  u n t i l  a f t e r  t h e  l a w s u i t  h a s  
d r a w n  t o  a c l o s e .  T h u s ,  i f  t h e  s t a t e  l o s e s ,  i n d i v i d u a l  
p u r c h a s e r s  a r e  f r e e  t o  i g n o r e  t h e  s t a t e ' s  s u i t  a n d  t o  f i l e  

t h e i r  o w n  l a w s u i t s ;  e v e n  i f  t h e  s t a t e  w i n s ,  n o  l a n d o w n e r  is 

b o u n d  b y  t h e  j u d g m e n t ,  a l t h o u g h  i t  i s  p l a u s i b l e  t o  a s s u m e  

t h a t  m o s t  l a n d o w n e r s  w i l l  e l e c t  t o  p a r t i c i p a t e  i n  t h e  j u d g ­
m e n t  r a t h e r  t h a n  t o  b r i n g  s e p a r a t e  s u i t s .
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I  WOULD L I K E  TO T E S T IF Y  IN  SUPPORT OF H B 2 3 6 .  TH IS  B I L L  AMENDS THE 
PA IR  TRADE PRACTICE AND CONSUMER PROTECTION ACT TO PROVIDE A D EF IN IT IO N  FOR 

'RADE OR COMMERCE.* THE EFFECT OF TH IS  B I L L  I S  TO ASSURE THAT CONSUMERS 
I L L  HAVE THE SAME PROTECTION AGAINST FRAUDULENT SALES OF HOMES AND' REAL. ' 
PCPERTY AS THEY DO AGAINST FRAUDULENT SALES OF OTHER GOODS AND SERV ICES .  '

A RECENT D EC IS IO N  OF THE.ALASKA -SUPREME COURT THREW INTO DOUBT WHETHER 
PERSON WHO BOUGHT A LOT OR A HOME BASED ON FRAUDULENT MISREPRESENTATIONS 

‘■'JULD BE PROTECTED UNDER ALASKA ’ S CONSUMER PROTECTION ACT. THE LARGEST 
INVESTMENT MOST FA M IL IE S  MAKE I S  IN  THE PURCHASE OF THE IR  HOME. THE L E G IS 1 
ATURE SHOULD CLAR IFY  THAT STATE 'S  POL ICY  OF PROTFCTION FOR CONSUMERS 

I-GAINST FRAUD EXTENDS TO THE PURCHASE OF HOMES.
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B Y  T H E  L A B O R  A N D

I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  2 4 1  ( L i C )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  c r e a t i o n  o f  t h e  A l a s k a  A t h -

L e - t x c  C o m m i s s i o n  a n d  t h e  r e g u l a t i o n  o f  p r o f e s s i o n a l

b o x i n g  a n d  w r e s t l i n g . "

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

’*  S e c t i o n  1 .  A S  0 8 . 0 1 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

At &
( 2 4 )  A l a s k a  A f h l e - t - j r c -  C o m m i s s i o n  ( A S  0 8 . 1 5 . 0 1 0 ) .

*  S e c .  2 .  A S  0 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  1 5 .  B O X I N G  A N D - W R E - S f L T N G .

S e c .  0 8 . 1 5 . 0 1 0 .  C R E A T I O N  O F  A T H f c E T t C  C O M M I S S I O N .  ( a )  T h e r e  i s  

c r e a t e d  i n  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  t h e  

A t l  r l  e  L l T y " C o m m i  s  s  i o n .

( b )  M e m b e r s  o f  t h e  c o m m i s s i o n  s e r v e  a t  t h e  p l e a s u r e  o f  t h e

g o v e r n o r  a n d  s h a l l  b e  s e l e c t e d  o n  t h e  b a s i s  o f  t h e i r  k n o w l e d g e  o f  a n d

c o n t r i b u t i o n  t o  a ^ f e h i e t d r c s  i n  t h e  s t a t e .

S e c .  0 8 . 1 5 . 0 2 0 .  C O M P O S I T I O N  A N D  T E R M S  O F  M E M B E R S H I P .  ( a )  T h e

c o m m i s s i o n  c o n s i s t s  o f  f i v e  m e m b e r s  a p p o i n t e d  b y  t h e  g o v e r n o r  f o r

s t a g g e r e d  t h r e e  y e a r  t e r m s  a s  f o l l o w s :

( 1 )  a  l i c e n s e d  p h y s i c i a n ,  p r e f e r a b l y  a  s p e c i a l i s t  i n  s p o r t s

m e d i c i n e ;

( 2 )  o n e  m e m b e r  o f  t h e  p u b l i c ;

( 3 )  t h r e e  m e m b e r s  f r o m  t h e  p r o f e s s i o n ,  o n e  o f  w h o m  s h a l l  b e

a  c o n t e s t a n t  l i c e n s e d  u n d e r  t h i s  c h a p t e r .

( b )  A  v a c a n c y  s h a l l  b e  f i l l e d  f o r  t h e  b a l a n c e  o f  t h e  u n e x p i r e d

t e r m .

^ a n
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S e c .  0 8 . 1 5 . 0 3 0 .  G E N E R A L  D U T I E S  AM D  A N N U A L  R E P O R T .  ( a )  T h e  

c o m m i s s i o n  s h a l l  r e p o r t  a n n u a l l y  t o  t h e  g o v e r n o r .  T h e  r e p o r t  s h a l l  

i n c l u d e  t h e  r e c o m m e n d a t i o n s  o f  t h e  c o m m i s s i o n  f o r  t h e  a d v a n c e m e n t  a n d  

i m p r o v e m e n t  o f  p r o f e s s i o n a l  a t h i e - f r r c  p r o g r a m s  a n d  a c t i v i t i e s  i n  t h e  

s t a t e ,  i n  a d d i t i o n  t o  i n c l u d i n g  t h e  . • . o m m i s s i o n ' s  f i n d i n g s .

( b )  T h e  c o m m i s s i o n  s h a l l  r e c o m m e n d  t o  t h e  l e g i s l a t u r e  s t a t u t o r y  

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

m o t e  a n d  m a i n t a i n  a  h-i g h —s-t a n d a r d  o f ~ ^ T T r t ^ a n ~ s ~ h r p -  i n  t h e  s t a t e .

S e c .  0 8 . 1 5 . 0 4 0 .  P O W E R  O F  C O M M I S S I O N .  ( a )  T h e  c o m m i s s i o n  s h a l l  

s u p e r v i s e  a l l  p r o f e s s i o n a l  c o n t e s t s  c o n d u c t e d  i n  t h e  s t a t e .

( b )  T h e  c o m m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  f o r  t h e  s a f e ,  o r g a n ­

i z e d ,  s p o r t s m a n l i k e  a n d  h o n e s t  c o n d u c t  o f  c o n t e s t s ,  i n c l u d i n g  r e g u l a ­

t i o n s  r e l a t i n g  t o

( 1 )  l i c e n s i n g  o f  p e r s o n s  u n d e r  t h e  p e r s o n a l  L i c e n s e  p r o v i ­

s i o n s  o f  t h i s  c h a p t e r ;

( 2 )  e s t a b l i s h i n g  t h e  m i n i m u m  f e e s ,  p a y a b l e  t o  a t t e n d i n g  

p h y s i c i a n s ,  r e f e r e e s ,  j u d g e s ,  a n d  t i m e k e e p e r s ;  /< S t

( 3 )  q u a l i f i c a t i o n s  a n d  d u t i e s  o f  a l l  p e r s o n s  r e q u i r e d  t o  b e  

l i c e n s e d  u n d e r  t h i s  c h a p t e r ;

( 4 )  c o n d u c t  o f  c o n t e s t s ,  i n c l u d i n g  t h e i r  f o r m a t  a n d  d u r a ­

t i o n ;

( 5 )  a p p r o v e d  e q u i p m e n t  a n d  f a c i l i t i e s  f o r  t h e  s a f e t y  a n d  

p r o t e c t i o n  o f  c o n t e s t a n t s ;

( 6 )  a n y  o t h e r  p r o v i s i o n  o f  t h i s  c h a p t e r .

( c )  T h e  c o m m i s s i o n  m a y  s u b p o e n a  w i t n e s s e s ,  a d m i n i s t e r  o a t h s ,  

t a k e  t e s t i m o n y  a n d  r e q u i r e  t h e  p r o d u c t i o n  o r  e x a m i n a t i o n  o f  a n y  r e ­

c o r d s  c o n c e r n i n g  m a t t e r s  b e f o r e  t h e  c o m m i s s i o n  o r  u n d e r  i t s  i n v e s t i g a ­

t i o n .

S e c .  0 8 . 1 5 . 0 5 0 .  D E S I G N A T E D  R E P R E S E N T A T I V E S .  ( a )  T h e  c o m m i s s i o n  

C S H B  2 4  j . ( L & C )  - 2 -
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s h a l l  m a i n t a i n  a  l i s t  o f  d e s i g n a t e d  r e p r e s e n t a t i v e s .

( b )  W h e n e v e r  p o s s i b l e ,  a  l o c a l  d e s i g n a t e d  r e p r e s e n t a t i v e  s h a l l  

s u b s t i t u t e  f o r  a  c o m m i s s i o n e r  u n a b l e  t o  s u p e r v i s e  a  c o n t e s t  i n  t h e  

c o m m i s s i o n e r ' s  a r e a .  C o m m i s s i o n e r s  a n d  d e s i g n a t e d  r e p r e s e n t a t i v e s  

s h a l l  m i n i m i z e  t r a v e l  f r o m  o n e  a r e a  o f  t h e  s t a t e  t o  . n o t h e r .

S e c .  0 8 . 1 5 . 0 6 0 .  A T T E N D A N C E  A T  C O N T E S T S .  A  c o n  J e s t  m a y  n o t  b e  

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

d e s i g n a t e d  r e p r e s e n t a t i v e .

S e c .  0 8 . 1 5 . 0 7 0 .  P R O V I S I O N  O F  O F F I C I A L S .  I f  n o t  p r o v i d e d  b y  t h e

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

j o  fare a
a t t e n d i n g  p h y s i c i a n ,  t i m e k e e p e r s ,  r e f e r e e s ,  a n d  j u d g e s  a t  a l l  c o n t e s t s  

i n  t h e  s t a t e .

S e c .  0 8 . 1 5 . 0 8 0 .  M E E T I N G S  A N D  C O M P E N S A T I O N .  ( a )  T h e  c o m m i s s i o n  

s h a l l  m e e t  a t  l e a s t  o n c e  a  y e a r  a t  t h e  c a l l  o f  t h e  c h a i r p e r s o n ,  a t  t h e  

r e q u e s t  o f  a  m a j o r i t y  o f  t h e  c o m m i s s i o n e r s ,  o r  a t  a  r e g u l a r l y  s c h e d ­

u l e d  t i m e  d e t e r m i n e d  b y  t h e  c o m m i s s i o n .  C o m m i s s i o n e r s  s e r v e  w i t h o u t  

c o m p e n s a t i o n  b u t  a r e  e n t i t l e d  t o  p e r  d i e m  a n d  t r a v e l  e x p e n s e s  a u t h o ­

r i z e d  b y  l a w  f o r  b o a r d s  a n d  c o m m i s s i o n s  u n d e r  A S  3 9 . 2 0 . 1 8 0 .

( b )  T h e  c o m m i s s i o n e r s  s h a l l  e l e c t  a  c h a i r p e r s o n  a n d  a  v i c e -  

c b a i r p e r s o n  f r o m  a m o n g  t h e i r  m e m b e r s h i p .  T h e  a f f i r m a t i v e  v o t e  o f  a  

r j o r i t y  o f  t h e  c o m m i s s i o n e r s  i s  r e q u i r e d  t o  e x e r c i s e  t h e  p o w e r s  o f  

_ n e  c o m m i s s i o n .

( c )  M e e t i n g s  m a y  b e  h e l d  b y  t e l e c o n f e r e n c e  o r  o t h e r  e l e c t r o n i c  

m e a n s .  C o m m i s s i o n e r s  p a r t i c i p a t i n g  i n  a  m e e t i n g  f r o m  a  l o c a t i o n  o u t  

o f  s t a t e  m a y  n o t  v o t e  a t  t h a t  m e e t i n g .

( d )  T h e  c o m m i s s i o n  s h a l l  k e e p  f u l l  a n d  a c c u r a t e  m i n u t e s  o f  i t s  

p r o c e e d i n g s  a n d  r e c o r d s  o f  i t s  t r a n s a c t i o n s .

S e c .  0 8 . 1 5 . 0 9 0 .  L I C E N S E S  R E Q U I R E D .  ( a )  A  p e r s o n  m a y  n o t  a c t  a s  

a  p r o m o t e r ,  c o n t e s t a n t ,  m a n a g e r ,  a t t e n d i n g  p h y s i c i a n ,  t r a i n e r ,

-3- CSHB 2 4 1 (L&C)
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1 r e f e r e e ,  o r  j u d g e  i n  o r  f o r  a  c o n t e s t  u n l e s s  t h a t  p e r s o n  h a s  b e e n

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

3 ( b )  A p p l i c a t i o n  p r o c e d u r e s  a n d  q u a l i f i c a t i o n s  f o r  t h e  l i c e n s e s

4 r e q u i r e d  u n d e r  t h i s  s e c t i o n  s h a l l  b e  s e t  o u t  i n  r e g u l a t i o n s  a d o p t e d  b y

5 t h e  c o m m i s s i o n .

6 ( c )  L i c e n s e s  a r e  b i e n n i a l  a n d  s h a l l  e x p i r e  o n  D e c e m b e r  3 1 .

7 S e c .  0 8 . 1 5 . 1 0 0 .  L I C E N S E  F E E S .  T h e  f e e s  f o r  l i c e n s e s  u n d e r  t h i s

8 c h a p t e r  a r e  a s  f o l l o w s :

( 1 )  p r o m o t e r 0 ........................................................................................................................................................................$ 1 0 0 ;

( 2 )  m a n a g e r s  ,■...........................................................................................................................................................5 0 ;

6 (A 3 )  a l l  o t h e r  l i c e n s e e s  e x c e p t

'A a t t e n d i n g  p h y s i c i a n s  . n.

p f f t  S e c .  0 8 . 1 5 . 1 1 0 .  P R O M O T E R ' S  B O N D .  A  p r o m o t e r  s h a l l  f i l e  a  b o n d

i n  t h e  a m o u n t  o f  $ 5 , 0 0 0  w i t h  t h e  d e p a r t m e n t  u p o n  a p p r o v a l  o f  t h e  

a p p l i c a t i o n  f o r  a  l i c e n s e  a n d  b e f o r e  t h e  l i c e n s e  i s  i s s u e d .  T h e  b o n d  

s h a l l  b e  c o n d i t i o n e d  o n  t h e  f a i t h f u l  p e r f o r m a n c e  b y  t h e  l i c e n s e e  o f  

t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  t h e  p a y m e n t  o f  t h e  c o n t e s t a n t s ,  a n d  

t h e  g o o d  f a i t h  e f f o r t  t o  c o n d u c t  e a c h  c o n t e s t  f o r  w h i c h  t i c k e t s  h a v e  

b e e n  s o l d .

20 S e c .  0 8 . 1 5 . 1 2 0 .  C O N T E S T A N T  R E S T R I C T I O N S .  ( a )  A  p e r s o n  m a y  n o t

21 p a r t i c i p a t e  a s  a  c o n t e s t a n t  w h o

22 ( 1 )  w a s  i n t o x i c a t e d  o r  u n d e r  t h e  i n f l u e n c e  o f  a  c o n t r o l l e d

23 s u b s t a n c e  a t  t h e  t i m e  t h e  p e r s o n  a g r e e d  t o  p a r t i c i p a t e ;

24 ( 2 )  d i d  n o t  a g r e e  t o  p a r t i c i p a t e  i n  w r i t i n g ;

25 ( 3 )  e x c e p t  a s  p r o v i d e d  i n  ( b )  o f  t h i s  s e c t i o n ,  h a s  u s e d

26 a l c o h o l  o r  a  c o n t r o l l e d  s u b s t a n c e  w i t h i n  e i g h t  h o u r s  p r e c e d i n g  t h e

27 c o n t e s t  o r  i s  u n d e r  t h e  i n f l u e n c e  o f  a l c o h o l  o r  a  c o n t r o l l e d  s u b s t a n c e

28 a t  t h e  t i m e  c f  t h e  c o n t e s t ;  a n d

— ( 4 )  i s  n o t  a t  l e a s t  1 8  y e a r s  o f  a g e  o r  h a s  n o t  o b t a i n e d  a

CSHB 2 4 1 (L&C) -4-
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1 w a i v e r  f r o m  t h e  c o m m i s s i o n .

2 ( b )  A  c o n t e s t a n t  m a y  p a r t i c i p a t e  i n  a  c o n t e s t  i f

3 ( 1 )  t h e  a t t e n d i n g  p h y s i c i a n  i s  a w a r e  t h a t  t h e  c o n t e s t a n t  i s

4 u s i n g  a  p r e s c r i p t i o n  d r u g :  a n d

5 ( 2 )  i n  t h e  o p i n i o n  o f  t h e  a t t e n d i n g  p h y s i c i a n ,  t h e  s a f e t y  o f

6 t h e  c o n t e s t a n t  i s  n o t  j e o p a r d i s e d  a n d  t h e  p r e s c r i p t i o n  d r u g  o f f e r s  t h e

7 c o n t e s t a n t  n o  a d v a n t a g e  o v e r  t h e  o p p o n e n t  i n  t h e  c o n t e s t .  (p lflfW A s

8 S e c .  0 8 .  1 5 . 1 3 0 .  E X A M I N A T I O N  O F  C O N T E S T A N T S .  ( a )  E v e r y  c o t^ -

12

13

14

15

16

17

18

19

20  

21 

2 2

23

24

25

26

9 t e s t a n t  s h a l l  b e  e x a m i n e d  n o  m o r e  t h a n  2 4  h o u r s , ' " b u t  n o  ' l e s s  t h a n

10 e i g h t  h o u r s ,  b e f o r e  t h e  c o n t e s t  b y  a  p r a c t i c i n g  p h y s i c i a n .  T h e

11 e x a m i n i n g  p h y s i c i a n  m a y  d i s q u a l i f y  a  c o n t e s t a n t  c o n s i d e r e d  p h y s i c a l l y

u n f i t  t o  p a r t i c i p a t e .  ------■/ / s f

( b )  A  c o n t e s t a n t  s h a l l  o b t a i n  a  C A T  s c a n  o f  t h e  h e a d ,  o r  a n

e q u i v a l e n t  e x a m i n a t i o n ,  e v e r y  1 5 0  c o n t e s t  r o u n d s  o r  l e s s  a n d  p r o m p t l y  

s u p p l y  t h e  m o s t  r e c e n t  C A T  s c a n ,  o r  i t s  e q u i v a l e n t ,  t o  t h e  c o m m i s s i o n .  

I f  t h e  c o n t e s t a n t  h a s  b e e n  k n o c k e d  o u t  s i n c e  t h e  c o n t e s t a n t ' s  l a s t  C A T  

s c a n ,  a  C A T  s c a n  t a k e n  a f t e r  t h e  l a s t  k n o c k o u t  s h a l l  b e  s u p p l i e d  t o  

t h e  c o m m i s s i o n  b e f o r e  t h e  c o n t e s t a n t ' s  n e x t  c o n t e s t .

S e c .  0 8 . 1 5 . 1 4 0 .  A T T E N D I N G  P H Y S I C I A N  R E Q U I R E D .  A n  a t t e n d i n g  

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

s t a t e  m u s t  b e  o n  d u t y  t h r o u g h o u t  a  c o n t e s t .  T h e  a t t e n d i n g  p h y s i c i a n  

h a s  t h e  a u t h o r i t y  a n d  d u t y  t o  s t o p  a  c o n t e s t  w h e n  i t  i s  t h e  p h y s i ­

c i a n ' s  o p i n i o n  t h a t  i t  w o u l d  b e  d a n g e r o u s  t o  a  c o n t e s t a n t  t o  c o n t i n u e .

S e c .  0 8 . 1 5 . 1 5 0 .  N O T I C E  O F  C A N C E L L A T I O N .  ( a )  W h e n  i t  h a s  b e e n  

d e t e r m i n e d  b y  m e a n s  o t h e r  t h a n  a  p h y s i c i a n ' s  e x a m i n a t i o n  t h a t  a  s c h e d ­

u l e d  c o n t e s t a n t  w i l l  b e  u n a b l e  t o  a p p e a r ,  t h e  s c h e d u l e d  c o n t e s t a n t ' s

27 m a n a g e r  a n d  t h e  p r o m o t e r  o f  C u e  c o n t e s t  s h a l l  n o t i f y  t h e  c o m m i s s i o n e r

28 o r  t h e  d e s i g n a t e d  r e p r e s e n t a t i v e  s u p e r v i s i n g  t h e  c o n t e s t  o f  t h e  c a n -

O Q
c e l l a t i o n  o f  t h e  c o n t e s t .  W h e n  t h e  c a n c e l l a t i o n  i s  t h e  r e s u l t  o f  a n
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e x a m i n i n g  p h y s i c i a n ' s  e x a m i n a t i o n ,  t h e  e x a m i n i n g  p h y s i c i a n  s h a l l  

n o t i f y  t h e  c o m m i s s i o n e r  s u p e r v i s i n g  t h e  c o n t e s t  i n  w r i t i n g ,  s t a t i n g  

t h e  m e d i c a l  r e a s o n  f o r ,  a n d  t h e  d u r a t i o n  o f ,  t h e  c a n c e l l a t i o n .

( b )  U p o n  r e c e i p t  o f  n o t i c e  o f  t n e  c a n c e l l a t i o n  o f  a  c o n t e s t  f o r  

a n y  r e a s o n ,  t h e  c o m m i s s i o n e r  o r  t h e  d e s i g n a t e d  r e p r e s e n t a t i v e  s u p e r ­

v i s i n g  t h e  c o n t e s t ,  s h a l l  r e p o r t  t h e  c a n c e l l a t i o n  p r o m p t l y  t o  t h e  

c h a i r p e r s o n  o f  t h e  c o m m i s s i o n  a n d  i m m e d i a t e l y  t o  t h e  p u b l i c .  I f  t h e  

c o m m i s s i o n ,  r a t h e r  t h a n  t h e  c o m m i s s i o n e r  o r  t h e  d e s i g n a t e d  r e p r e s e n t a ­

t i v e  s u p e r v i s i n g  t h e  c o n t e s t ,  i s  n o t i f i e d  o f  a  c a n c e l l a t i o n ,  t h e  

c o m m i s s i o n  s h a l l  n o t i f y  t h e  p u b l i c  i m m e d i a t e l y .  ^

S e c .  0 8 . 1 5 . 1 6 0 .  P A Y M E N T  O F  F E E S .  F a i l u r e  o f  a  p r o m o t e r  t o  p a y  

t h e  f e e s  e r f ' t h e  r e f e r e e ,  a t t e n d i n g  p h y s i c i a n , ' j u d g e s , a n d  t i m e k e e p e r  

i s  g r o u n d s  f o r  t h e  s u s p e n s i o n  o f  t h e  p r o m o t e r ' s  l i c e n s e .

S e c .  0 8 . 1 5 . 1 7 0 .  S T A T E M E N T  O F  C O N T E S T .  ( a )  B e f o r e  a  c o n t e s t ,  a  

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

n a m e  o f  e a - e h ~ ' c o n t e s t a n t £  t h e  m a n a g e r s '  n a m e s  a n d  o t h e r  i n f o r m a t i o n  t h e  

c o m m i s s i o n  m a y  r e q u i r e .

( b )  F a i l u r e  t o  f i l e  t h e  s t a t e m e n t  r e q u i r e d  u n d e r  ( a )  o f  t h i s  

s e c t i o n  i s  g r o u n d s  f o r  s u s p e n s i o n  o f  t h e  p r o m o t e r ' i . l i c e n s e .

S e c .  0 8 . 1 5 . 1 8 0 .  P A R T I C I P A T I O N  I N  P U R S E .  ( a )  A  p e r s o n  w h o  a c t s

a s  a  p r o m o t e r  f o r  a  c o n t e s t  m a y  n o t  p a r t :  i p a t e  d i r e c t l y  o r  i n d i r e c t l y

i n  t h e  p u r s e  o r  f e e  o f  a  c o n t e s t a n t  o r  a  c o n t e s t a n t ' s  m a n a g e r .

( b )  A  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  f o r f e i t s  a n y

l i c e n s e  h e l d  u n d e r  t h i s  c h a p t e r .

( c )  A n  u n l i c e n s e d  p e r  a w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  i s

g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 8 . 1 5 . 1 9 0 .  A C T I N G  W I T H O U T  A  L I C E N S E .  A  p e r s o n  w h o  v i o l a t e s

A S  0 8 . 1 5 . 0 9 0 ( a )  i s  g u i ’ . t  t o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 8 . 1 5 . 2 0 0 .  K N J jQ - I - N iN e — U N t rl C E N f f E B — C O N T E S T .  1— T h e . — a t t o r n e y
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g e n e r a l s  . . t h e - c o m m i s s i o n - .  a - c o m m i s s i o n e r  o-r~a- c o n c e r n e d  - p e r s o n ,  m a y - s e e k  

a n  i n j u n c t i o n -  t o  p r e v e n t - ~ t h v e  c o n i i u e 1 r * a f ~ a ^ c o n t a s t - f o r  -which- -the.~neces- 

* s a r y  l i c e n s e  h a s  n o t -  b e e n  o b t a i ned*:— — *

S e c .  0 8 . 1 5 . 2 1 0 .  S H A M  C O N T E S T .  ( a )  A  p e r s o n  m a y  n o t  c o n d u c t  o r  

p a r t i c i p a t e  i n  a  s h a m  o r  f a l s e  c o n t e s t .

( b )  A  l i c e n s e e  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  s h a l l  b e  p e n a l ­

i z e d  b y  t h e  c o m m i s s i o n  a s  f o l l o w s :

( 1 )  f o r  a  f i r s t  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  s u s p e n d e d  f o r  a

m i n i m u m  o f  t h r e e  m o n t h s ,  b e g i n n i n g  f r o m  t h e  d a t e  o f  t h e  s u s p e n s i o n

o r d e r ;

( 2 )  f o r  a  s e c o n d  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  r e v o k e d  p e r m a ­

n e n t l y  .

( c )  T h e  c o m m i s s i o n  s h a l l  i n s t i t u t e  a c t i o n  t o  e n f o r c e  ( a )  o f  t h i s  

s e c t i o n  w i t h i n  1 0  d a y s  o f  r e c e i p t  o f  n o t i c e  o f  a  p o s s i b l e  v i o l a t i o n .

( d )  A n  u n l i c e n s e d  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  i s  

g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 8 . 1 5 . 2 2 0 .  E F F E C T  O F  L I C E N S E  S U S P E N S I O N .  ( a )  A  l i c e n s e e  

m a y  n o t  p r o m o t e  o r  p a r t i c i p a t e  i n  a  c o n t e s t  w h e n  t h e  l i c e n s e e ' s  l i ­

c e n s e  i s  s u s p e n d e d .

( b )  A  l i c e n s e e  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  f o r f e i t s  t h e  

l i c e n s e .

S e c .  0 8 . 1 5 . 2 3 0 .  E F F E C T  O F  L I C E N S E  F O R F E I T U R E .  A  l i c e n s e  f o r ­

f e i t e d  u r . d e r  t h i s  c h a p t e r  i s  c a n c e l l e d  a n d  v o i d .  T h e  l i c e n s e e  i s  

f o r e v e r  i n e l i g i b l e  f o r  a n y  o f  t h e  l i c e n s e s  i s s u e d  b y  t h e  c o m m i s s i o n .

S e c .  0 8 . 1 5 . 2 4 0 .  G E N E R A L  P E N A L T Y .  A  p e r s o n  v i o l a t i n g  a  p r o v i s i o n  

o f  t h i s  c h a p t e r  o r  a  r e g u l a t i o n  o f  t h e  c o m m i s s ' o n  f o r  w h i c h  n o  p e n a l t y  

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

S e c .  0 8 . 1 5 . 2 5 0 .  I N A P P L I C A B I L I T Y  O F  C H A P T E R .  N o t h i n g  i n  t h i s  

c h a p t e r  g i v e s  t h e  c o m m i s s i o n  j u r i s d i c t i o n  o v e r  t h e  a t h l e t i c  p r o g r a m s

-7- CSHB 241(L&C)



• !'

1 o f  a n y  s c h o o l ,  c o l l e g e  o r  u n i v e r s i t y  o r  a n y  o t h e r  n o n p r o f e s s i o n a l

2 a t h l e t i c  e v e n t s .

3 S e c .  0 8 . 1 5 . 2 6 0 .  A P P L I C A B I L I T Y  O F  T H E  A D M I N I S T R A T I V E  P R O C E D U R E

4 A C T .  T h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  a p p l i e s  t o  r e g u l a ­

5 t i o n s  a n d  p r o c e e d i n g s  u n d e r  t h i s  c h a p t e r .

6 S e c .  0 8 . 1 5 . 9 0 0 .  D E F I N I T I O N S .  I n  t h i s  t i t l e

7 ( 1 )  " C A T  s c a n "  m e a n s  a  r o t a t i n g  t h r e e  d i m e n s i o n a l  c o m p u t e r -

8 e n h a n c e d  X - r a y  i m a g e ;

9 ( 2 )  " c o m m i s s i o n "  m e a n s  t h e  a t h l e t i c  c o m m i s s i o n  c r e a t e d  i n

10 A S  0 8 . 1 5 . 0 1 0 ;

11 ( 3 )  " c o m m i s s i o n e r "  m e a n s  a  m e m b e r  o f  t h e  a t h l e t i c  c c m m i s -

12

13 ( 4 )  " c o n t e s t "  i n c l u d e s  a  p r o f e s s i o n a l  b o x i n g  o r

14 s - p a j ^ j i £ t t a i B a £ c h  o r  c o n t e s t  o r  f i g h t ,  m a t c h ,  b o u t  o r  f i g h t ;

15 ( 5 )  " c o n t e s t a n t "  m e a n s  a  p e r s o n  w h o  c o m p e t e s  i n  a  p r o f e s ­

16 s i o n a l  c o n t e s t ;

17 ( 6 )  " d e s i g n a t e d  r e p r e s e n t a t i v e "  m e a n s  a  p e r s o n  k n o w l e d g e ­

18 a b l e  a b o u t  b o x i n g  o r  w r e s t l i n g  a n d  q u a l i f i e d  u n d e r  t h e  r e g u l a t i o n s

19 a d o p t e d  b y  t h e  c o m m i s s i o n  f o r  d e s i g n a t e d  r e p r e s e n t a t i v e s ;

20

21

( 7 )  " p e r s o n a l  l i c e n s e "  m e a n s  t h e  l i c e n s e  i s s u e d  t o  a p r o -

O
m o t e r ,  c o n t e s t a n t ,  m a n a g e r ,  a t t e n d i n g  p h y s i c i a n ,  r e f e r e e ,  j u d g e ,

i

22
o r  t r a i n e r ;

23 ( 8 )  " p r o f e s s i o n a l "  m e a n s  a  p e r s o n  r e c e i v i n g  m o n e y  o r  o t h e r

24 t h i n g  o f  v a l u e  o t h e r  t h a n  a  t r o p h y ,  p l a q u e ,  o r  m e d a l  f o r  p a r t i c i p a t i o n

25 i n  a  c o n t e s t ,  a n d  a l s o  m e a n s  t h e  c o n t e s t  i t s e l f ;

26 ( 9 )  " p r o m o t e r "  m e a n s  t h e  p e r s o n  p r i m a r i l y  r e s p o n s i b l e  f o r

27 t h e  s p o n s o r s h i p ,  o r g a n i z a t i o n  o r  f u r t h e r a n c e  o f  a  c o n t e s t .

28 *  S e c .  3 .  A S  4 4 . 6 2 . 3 3 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

29
( 5 2 )  A l a s k a  A t h l e t i c  C o m m i s s i o n .

CSHB 2 4 1 (L&C) -8-
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*  S e c .  4 .  A S  4 4 . 6 6 . 0 1 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 2 )  A l a s k a  A t h l e t i c  C o m m i s s i o n  ( A S  0 8 . 1 5 )  - -  J u n e  3 0 ,  1 9 8 6 .

*  S e c .  5 .  A S  0 5 . 0 5 . 0 1 0  -  0 5 . 0 5 . 0 4 0  a n d  A S  0 5 . 1 0  a r e  r e p e a l e d .

*  S e c .  6 .  I N I T I A L  T E R M S  O F  A L A S K A  A T H L E T I C  C O M M I S S I O N  M E M B E R S .  I n i t i a l

t e r m s  o f  t h e  A l a s k a  A t h l e t i c  C o m m i s s i o n  s h a l l  b e  o n e  y e a r  f o r  t w o  m e m b e r s ,  

t w o  y e a r s  f o r  t w o  m e m b e r s ,  a n d  t h r e e  y e a r s  f o r  o n e  m e m b e r .  T h e  g o v e r n o r  

s h a l l  s p e c i f y  t h e  i n i t i a l  t e r m  f o r  e a c h  a p p o i n t e e .

*  S e c .  7 , .  R E G U L A T I O N S .  T h e  c o m m i s s i o n  s h a l l  c o m p i l e  a n  i n i t i a l  l i s t  o f  

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

u n o e r  A S  0 8 . .  1 5 . 0 4 0  w i t h i n  o n e  y e a r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .
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J o s e p h s o n

5 - 9 - 8 3

O r i g i n a l  s p o n s o r :  M a r t i n

B Y  T H E  L A B O R  A N D

I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

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

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  c r e a t i o n  o f  t h e  A l a s k a  A t h ­

l e t i c  C o m m i s s i o n  a n d  t h e  r e g u l a t i o n  o f  p r o f e s s i o n a l  

b o x i n g  a n d  w r e  t l i n g . "

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

*  S e c t i o n  1 .  A S  0 8 . 0 1 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 2 4 )  r e g u l a t i o n  o f  b o x i n g  u n d e r  A S  0 8 . 1 5 .

*  S e c .  2 .  A S  0 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  1 5 .  B O X I N G  A N D  W R E S T L I N G .

S e c .  0 8 . 1 5 . 0 1 0 .  C R E A T I O N  O F  A T H L E T I C  C O M M I S S I O N .  ( a )  T h e r e  i s  

c r e a t e d  i n  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  t h e  

A t h l e t i c  C o m m i s s i o n .

( b )  M e m b e r s  o f  t h e  c o m m i s s i o n  s e r v e  a t  t h e  p l e a s u r e  o f  t h e  

g o v e r n o r  a n d  s h a l l  b e  s e l e c t e d  o n  t h e  b a s i s  o f  t h e i r  k n o w l e d g e  o T ^ n d  

c o n t r i b u t i o n  t o  a t h l e t i c s  i n  t h e  s t a t e .

S e c .  0 8 . 1 5 . 0 2 0 .  C O M P O S I T I O N  A N D  T E R M S  O F  M E M B E R S H I P .  ( a )  T h e  

c o m m i s s i o n  c o n s i s t s  o f  f i v e  m e m b e r s  a p p o i n t e d  b y  t h e  g o v e r n o r  f o r  

s t a g g e r e d  t h r e a  y e a r  t e r m s  a s  f o l l o w s :

( 1 )  a  l i c e n s e d  p h y s i c i a n ,  p r e f e r a b l y  a  s p e c i a l i s t  i n  s p o r t s

m e d i c i n e ;

( 2 )  o n e  m e m b e r  o f  t h e  p u b l i c ;

( 3 )  t h r e e  m e m b e r s  f r o m  t h e  p r o f e s s i o n ,  o n e  o f  w h o m  s h a l l  b e

a  c o n t e s t a n t  l i c e n s e d  u n d e r  t h i s  c h a p t e r .

( b )  A  v a c a n c y  s h a l l  b e  f i l l e d  f o r  t h e  b a l a n c e  o f  t h e  u n e x p i r e d

t e r m .
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S e c .  d 8 . 1 5 . 0 3 0 .  G E N E R A L  D U T I E S  A N D  A N N U A L  R E P O R T .  ( a )  T h e  

c o m m i s s i o n  s h a l l  s i a i d y —-t-he—a m a - t e u r — a n d —p r o - f e s - S ' i o n a T ' " " a t h l e t i - c - ^ x x i g r a m s ^  

o £ —t - h e — e-feafc©— a n d -  s h a l l  r e p o r t  a n n u a l l y  t o  t h e  g o v e r n o r .  T h e  r e p o r t

s h a l l  i n c l u d e  t h e  r e c o m m e n d a t i o n s  o f  t h e  c o m m i s s i o n  f o r  t h e  a d v a n c e -

?>eorrtr££ //>
m e n t  a n d  i m p r o v e m e n t  o f  a t h l e t i c  p r o g r a m s  a n d  a c t i v i t i e s  i n  t h e  s t a t e ,  

i n  a d d i t i o n  t o  i n c l u d i n g  t h e  c o m m i s s i o n ' s  f i n d i n g s .

( b )  T h e  c o m m i s s i o n  s h a l l  r e c o m m e n d  t o  t h e  l e g i s l a t u r e  s t a t u t o r y  

c h a n g e s  t h a t  t h e  c o m m i s s i o n  c o n s i d e r s  d e s i r a b l e  o r  n e c e s s a r y  t o  p r o ­

m o t e  a n d  m a i n t a i n  a  h i g h  s t a n d a r d  o f  s p o r t s m a n s h i p  i n  t h e  s t a t e .

S e c .  0 8 . 1 5 . 0 4 0 .  P O W E R  O F  C O M M I S S I O N .  ( a )  T h e  c o m m i s s i o n  s h a l l  

s u p e r v i s e  a l l  p r o f e s s i o n a l  c o n t e s t s  c o n d u c t e d  i n  t h e  s t a t e .

( b )  T h e  c o m m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  f o r  t h e  s a f e ,  o r g a n ­

i z e d ,  s p o r t s m a n l i k e  a n d  h o n e s t  c o n d u c t  o f  c o n t e s t s ,  i n c l u d i n g  r e g u l a ­

t i o n s  r e l a t i n g  t o

( 1 )  l i c e n s i n g  o f  p e r s o n s  u n d e r  t h e  p e r s o n a l  l i c e n s e  p r o v i ­

s i o n s  o f  t h i s  c h a p t e r ;

( 2 )  e s t a b l i s h i n g  t h e  m i n i m u m  f e e s  p a y a b l e  t o  a t t e n d i n g  

p h y s i c i a n s ,  r e f e r e e s ,  j u d g e s ,  a n d  t i m e k e e p e r s ;

( 3 )  q u a l i f i c a t i o n s  a n d  d u t i e s  o f  a l l  p e r s o n s  r e q u i r e d  t o  b e

l i c e n s e d  u n d e r  t h i s  c h a p t e r ;

( 4 )  c o n d u c t  o f  c o n t e s t s ,  i n c l u d i n g  t h e i r  f o r m a t  a n d  d u r a ­

t i o n ;

( 5 )  a p p r o v e d  e q u i p m e n t  a n d  f a c i l i t i e s  f o r  t h e  s a f e t y  a n d  

p r o t e c t i o n  o f  c o n t e s t a n t s ;

( 6 )  a n y  o t h e r  p r o v i s i o n  c f  t h i s  c h a p t e r .

( c )  T h e  c o m m i s s i o n  m a y  s u b p o e n a  w i t n e s s e s ,  a d m i n i s t e r  o a t h s ,  

t a k e  t e s t i m o n y  a n d  r e q u i r e  t h e  p r o d u c t i o n  o r  e x a m i n a t i o n  o f  a n y  r e ­

c o r d s  c o n c e r n i n g  m a t t e r s  b e f o r e  t h e  c o m m i s s i o n  o r  u n d e r  i t s  i n v e s t i g a ­

t i o n .
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1 I S e c .  0 8 . 1 5 . 0 5 0 .  D E S I G N A T E D  R E P R E S E N T A T I V E S .  ( a )  T h e  c o m m i s s i o n

2 |  s h a l l  m a i n t a i n  a  l i s t  o f  d e s i g n a t e d  r e p r e s e n t a t i v e s .

3 1| ( b )  W h e n e v e r  p o s s i b l e ,  a  l o c a l  d e s i g n a t e d  r e p r e s e n t a t i v e  s h a l l

s u b s t i t u t e  f o r  a  c o m m i s s i o n e r  u n a b l e  t o  s u p e r v i s e  a  c o n t e s t  i n  t h e  

c o m m i s s i o n e r ' s  a r e a .  C o m m i s s i o n e r s  a n d  d e s i g n a t e d  r e p r e s e n t a t i v e s  

6 1| s h a l l  m i n i m i s e  t r a v e l  f r o m  o n e  a r e a  o f  t h e  s t a t e  t o  a n o t h e r .

S e c .  0 8 . 1 5 . 0 6 0 .  A T T E N D A N C E  A T  C O N T E S T S .  A  c o n t e s t  m a y  n o t  b e

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

9 d e s i g n a t e d  r e p r e s e n t a t i v e .

S e c .  0 8 . 1 5 . 0 7 0 .  P R O V I S I O N  O F  O F F I C I A L S .  I f  n o t  p r o v i d e d  b y  t h e

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

7

10

11

12

13

15

16

17

18

19

20  

21 

22

28

29

a t t e n d i n g  p h y s i c i a n ,  t i m e k e e p e r s ,  r e f e r e e s ,  j u d g e s  a n d  •um p i r e s -  a t  a l l

c o n t e s t s  i n  t h e  s t a t e .

141| S e c .  0 8 . 1 5 . 0 8 0 .  M E E T I N G S  A N D  C O M P E N S A T I O N .  ( a )  T h e  c o m m i s s i o n

s h a l l  m e e t  a t  l e a s t  o n c e  a  y e a r  a t  t h e  c a l l  o f  t h e  c h a i r p e r s o n ,  a t  t h e  

r e q u e s t  o f  a  m a j o r i t y  o f  t h e  c o m n u s s i o n e r s ,  o r  a t  a  r e g u l a r l y  s c h e d ­

u l e d  t i m e  d e t e r m i n e d  b y  t h e  c o m m i s s i o n .  C o m m i s s i o n e r s  s e r v e  w i t h o u t  

c o m p e n s a t i o n  b u t  a r e  e n t i t l e d  t o  p e r  d i e m  a n d  t r a v e l  e x p e n s e s  a u t h o ­

r i z e d  b y  l a w  f o r  b o a r d s  a n d  c o m m i s s i o n s  u n d e r  A S  3 9 . 2 0 . 1 8 0 .

( b )  T h e  c o m m i s s i o n e r s  s h a l l  e l e c t  a  c h a i r p e r s o n  a n d  a  v i c e ­

c h a i r p e r s o n  f r o m  a m o n g  t h e i r  m e m b e r s h i p .  T h e  a f f i r m a t i v e  v o t e  o f  a  

m a j o r i t y  o f  t h e  c o m m i s s i o n e r s  i s  r e q u i r e d  t o  e x e r c i s e  t h e  p o w e r s  o f

23 | t h e  c o m m i s s i o n .

24 ( c )  M e e t i n g s  m a y  b e  h e l d  b y  t e l e c o n f e r e n c e  o r  o t h e r  e l e c t r o n i c

2 5 1 m e a n s .  C o m m i s s i o n e r s  p a r t i c i p a t i n g  i n  a  m e e t i n g  f r o m  a  l o c a t i o n  o u t

2 6 l o f  s t a t e  m a y  n o t  v o t e  a t  t h a t  m e e t i n g .

2 7 || ( d )  T h e  c o m m i s s i o n  s h a l l  k e e p  f u l l  a n d  a c c u r a t e  m i n u t e s  o f  i t s

p r o c e e d i n g s  a n d  r e c o r d s  j f  i t s  t r a n s a c t i o n s .

S e c .  0 8 . 1 5 . 0 9 0 .  L I C E N S E S  R E Q U I R E D .  ( a )  A  p e r s o n  m a y  n o t  a c t  a s
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a  p r o m o t e r ,  c o n t e s t a n t ,  m a n a g e r ,  a t t e n d i n g  p h y s i c i a n ,  s e c o n d ,  t r a i n e r ,  

r e f e r e e ,  o r  j u d g e  i n  o r  f o r  a  c o n t e s t  u n l e s s  t h a t  p e r s o n  h a s  b e e n  

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

( b )  A p p l i c a t i o n  p r o c e d u r e s  a n d  q u a l i f i c a t i o n s  f o r  t h e  l i c e n s e s  

r e q u i r e d  u n d e r  t h i s  s e c t i o n  s h a l l  b e  s e t  o u t  i n  r e g u l a t i o n s  a d o p t e d  b y  

t h e  c o m m i s s i o n .

( c )  L i c e n s e s  a r e  b i e n n i a l  a n d  s h a l l  e x p i r e  o n  D e c e m b e r  3 1 .

S e c .  0 8 . 1 5 . 1 0 0 .  L I C E N S E  F E E S .  T h e  f e e s  f o r  l i c e n s e s  u n d e r  t h i s

c h a p t e r  a r e  a s  f o l l o w s :

( 1 )  p r o m o t e r s .......................................................................................................................................................................$ 1 0 0 ;

( 2 )  m a n a g e r s ...................................................................................................................................................................................5 0 ;

( 3 )  a l l  o t h e r  l i c e n s e e s ...................................................................................................................................... 1 0 .
[ y j  d  7rc~J<}r & p y  y y / f  r s f / i / ’

S e c .  0 8 . 1 5 . 1 1 0 .  P R O M O T E R ' S  B O N D .  A  p r o m o t e r  s h a l l  f i l e  a  b o n d\
i n  t h e  a m o u n t  o f  $ 5 , 0 0 0  w i t h  t h e  d e p a r t m e n t  u p o n  a p p r o v a l  o f  t h e

a p p l i c a t i o n  f o r  a  l i c e n s e  a n d  b e f o r e  t h e  l i c e n s e  i s  i s s u e d .  T h e  b o n d

s h a l l  b e  c o n d i t i o n e d  o n  t h e  f a i t h f u l  p e r f o r m a n c e  b y  t h e  l i c e n s e e  o f  

c h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  t h e  p a y m e n t  o f  t h e  c o n t e s t a n t s ,  a n d  

t h e  g o o d  f a i t h  e f f o r t  t o  c o n d u c t  e a c h  c o n t e s t  f o r  w h i c h  t i c k e t s  h a v e  

b e e n  s o l d .

S e c .  0 8 . 1 5 . 1 2 0 .  C O N T E S T A N T  R E S T R I C T I O N S .  ( a )  A  p e r s o n  m u y  n o t

p a r t i c i p a t e  a s  a  c o n t e s t a n t  w h o

( 1 )  w a s  i n t o x i c a t e d  o r  u n d e r  t h e  i n f l u e n c e  o f  a  c o n t r o l l e d  

s u b s t a n c e  a t  t h e  t i m e  t h e  p e r s o n  a g r e e d  t o  p a r t i c i p a t e ;  •

( 2 )  d i d  n o t  a g r e e  t o  p a r t i c i p a t e  i n  w r i t i n g ;

( 3 )  e x c e p t  a s  p r o v i d e d  i n  ( b )  o f  t h i s  s e c t i o n ,  h a s  u s e d  

a l c o h o l  o r  a  c o n t r o l l e d  s u b s t a n c e  w i t h i n  e i g h t  h o u r s  p r e c e d i n g  t h e  

c o n t e s t  o r  i s  u n d e r  t h e  i n f l u e n c e  o f  a l c o h o l  o r  a  c o n t r o l l e d  s u b s t a n c e  

a t  t h e  t i m e  o f  t h e  c o n t e s t ;  a n d

( 4 )  i s  n o t  a t  l e a s t  1 8  y e a r s  o f  a g e  o r  h a s  n o t  o b t a i n e d  a  
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w a i v e r  f r o m  t h e  c o m m i s s i o n .

( b )  A  c o n t e s t a n t  m a y  p a r t i c i p a t e  i n  a  c o n t e s t  i f

( 1 )  t h e  a t t e n d i n g  p h y s i c i a n  i s  a w a r e  t h a t  t h e  c o n t e s t a n t  i s  

u s i n g  a  p r e s c r i p t i o n  d r u g ;  a n d

( 2 )  i n  t h e  o p i n i o n  o f  t h e  a t t e n d i n g  p h y s i c i a n ,  t h e  s a f e t y  o f  

t h e  c o n t e s t a n t  i s  n o t  j e o p a r d i z e d  a n d  t h e  p r e s c r i p t i o n  d r u g  o f f e r s  t h e  

c o n t e s t a n t  n o  a d v a n t a g e  o v e r  t h e  o p p o n e n t  i n  t h e  c o n t e s t .

S e c .  0 8 . 1 5 . 1 3 0 .  E )  i M I N A T I O N  O F  C O N T E S T A N T S .  ( a )  E v e r y  c o n ­

t e s t a n t  s h a l l  b e  e x a m i n e d  n o  m o r e  t h a n  2 4  h o u r s ,  b u t  n o  l e s s  t h a n  

e i g h t  h o u r s ,  b e f o r e  t h e  c o n t e s t  b y  a  p r a c t i c i n g  p h y s i c i a n .  T h e  

e x a m i n i n g  p h y s i c i a n  m a y  d i s q u a l i f y  a  c o n t e s t a n t  c o n s i d e r e d  p h y s i c a l l y  

u n f i t  t o  p a r t i c i p a t e .

( b )  A  c o n t e s t a n t  s h a l l  o b t a i n  a  C A T  s c a n  o f  t h e  h e a d ,  o r  a n  

e q u i v a l e n t  e x a m i n a t i o n ,  e v e r y  1 5 0  c o n t e s t  r o u n d s  o r  l e s s  a n d  p r o m p t l y  

s u p p l y  t h e  m o s t  r e c e n t  C A T  s c a n ,  o r  i t s  e q u i v a l e n t ,  t o  t h e  c o m m i s '  i o n .  

I f  t h e  c o n t e s t a n t  h a s  b e e n  k n o c k e d  o u t  s i n c e  t h e  c o n t e s t a n t ' s  I f j t  C A T  

s c a n ,  a  C A T  s c a n  t a k e n  a f t e r  t h e  l a s t  k n o c k o u t  s h a l l  b e  s u p p l i e d  t o  

t h e  c o m m i s s i o n  b e f o r e  t h e  c o n t e s t a n t ' s  n e x t  c o n t e s t .

S e c .  0 8 . 1 5 . 1 4 0 .  A T T E N D I N G  P H Y S I C I A N  R E Q U I R E D .  A n  a t t e n d i n g  

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

s t a t e  m u s t  b e  o n  d u t y  t h r o u g h o u t  a  c o n t e s t .  T h e  a t t e n d i n g  p h y s i c i a n  

h a s  t h e  a u t h o r i t y  a n d  d u t y  t o  s t o p  a  c o n t e s t  w h e n  i t  i s  t h e  p h y s i -  

c i a n ' s  o p i n i o n  t h a t  i t  w o u l d  b e  l i - f e ~ - t h r e a - t - e T r i ’r T g ~ t o  a  c o n t e s t a n t  t o  

c o n t i n u e .
v

S e c .  0 8 . 1 5 . 1 5 0 .  N O T I C E  O F  C A N C E L L A T I O N .  ( a )  W h e n  i t  h a s  b e e n  

d e t e r m i n e d  b y  m e a n s  o t h e r  t h a n  a  p h y s i c i a n ' s  e x a m i n a t i o n  t h a t  a  s c h e d ­

u l e d  c o n t e s t a n t  w i l l  b e  u n a b l e  t o  a p p e a r ,  t h e  s c h e d u l e d  c o n t e s t a n t ' s  

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

o r  t h e  d e s i g n a t e d  r e p r e s e n t a t i v e  s u p e r v i s i n g  t h e  c o n t e s t  o f  t h e
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c a n c e l l a t i o n  o f  t h e  c o n t e s t .  W h e n  t h e  c a r c e l l a t i o n  i s  t h e  r e s u l t  o f  

a n  e x a m i n i n g  p h y s i c i a n ' s  e x a m i n a t i o n ,  t h e  e x a m i n i n g  p h y s i c i a n  s h a l l  

n o t i f y  t h e  c o m m i s s i o n e r  s u p e r v i s i n g  t h e  c o n t e s t  i n  w r i t i n g ,  s t a t i n g  

t h e  m e d i c a l  r e a s o n  f o r ,  a n d  t h e  d u r a t i o n  o f ,  t h e  c a n c e l l a t i o n .

( b )  U p o n  r e c e i p t  o f  n o t i c e  o f  t h e  c a n c e l l a t i o n  o f  a  c o n t e s t  f o r  

a n y  r e a s o n ,  t h e  c o m m i s s i o n e r  o r  t h e  d e s i g n a t e d  r e p r e s e n t a t i v e  s u p e r ­

v i s i n g  t h e  c o n t e s t ,  s h a l l  r e p o r t  t h e  c a n c e l l a t i o n  p r o m p t l y  t o  t h e  

c h a i r p e r s o n  o f  t h e  c o m m i s s i o n  a n d  i m m e d i a t e l y  t o  t h e  p u b l i c .  I f  t h e  

c o m m i s s i o n ,  r a t h e r  t h a n  t h e  c o m m i s s i o n e r  o r  t h e  d e s i g n a t e d  r e p r e s e n t a ­

t i v e  s u p e r v i s i n g  t h e  c o n t e s t ,  i s  n o t i f i e d  o f  a  c a n c e l l a t i o n ,  t h e  

c o m m i s s i o n  s h a l l  n o t i f y  t h e  p u b l i c  i m m e d i a t e l y .

S e c .  0 8 . 1 5 . 1 6 0 .  P A Y M E N T  O F  F E E S .  F a i l u r e  o f  a  p r o m o t e r  t o  p a y  

t h e  f e e s  o f  t h e  r e f e r e e ,  a t t e n d i n g  p h y s i c i a n ,  j u d g e s ,  a n d  t i m e k e e p e r  

i s  g r o u n d s  f o r  t h e  s u s p e n s i o n  o f  t h e  p r o m o t e r ' s  l i ' * ~ . s e .

S e c .  0 8 . 1 5 . 1 7 0 .  S T A T E M E N T  O F  C O N T E S T .  ( a )  B e f o r e  a  c o n t e s t ,  a  

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

n a m e  o f  e a c h  c o n t e s t a n t ,  t h e  m a n a g e r s '  n a m e s  a n d  o t h e r  i n i o r m a t i o n  t h e  

c o m m i s s i o n  m a y  r e q u i r e .

( b )  F a i l u r e  t o  f i l e  t h e  s t a t e m e n t  r e q u i r e d  u n d e r  ( a )  o f  t h i s  

s e c t i o n  i s  g r o u n d s  f o r  s u s p e n s i o n  o f  t h e  p r o m o t e r ' s  l i c e n s e .

S e c .  0 8 . 1 5 . 1 8 0 .  P A R T I C I P A T I O N  I N  P U R S E .  ( a )  A p e r s o n  w h o  a c t s  

a s  a  p r o m o t e r  f o r  a  c o n t e s t  m a y  n o t  p a r t i c i p a t e  d i r e c t l y  o r  i n d i r e c t l y  

i n  t h e  p u r s e  o r  f e e  o f  a  c o n t e s t a n t  o r  a  c o n t e s t a n t ' s  m a n a g e r .

( b )  A  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  f o r f e i t s  a n y  

l i c e n s e  h e l d  u n d e r  t h i s  c h a p t e r .

( c )  A n  u n l i c e n s e d  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  i s  

g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 8 . 1 5 . 1 9 0 .  A C T I N G  W I T H O U T  A  L I C E N S E .  A  p e r s o n  w h o  v i o l a t e s  

A S  0 8 . 1 5 . 0 9 0 ( a )  i s  g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .
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S e c .  0 8 . 1 5 . 2 0 0 .  E N J O I N I N G  U N L I C E N S E D  C O N T E S T .  T h e  a t t o r n e y  

g e n e r a l ,  t h e  c o m m i s s i o n ,  a  c o m m i s s i o n e r  o r  a  c o n c e r n e d  p e r s o n  m a y  s e e k  

a n  i n j u n c t i o n  t o  p r e v e n t  t h e  c o n d u c t  o f  a  c o n t e s t  f o r  w h i c h  t h e  n e c e s ­

s a r y  l i c e n s e  h a s  n o t  b e e n  o b t a i n e d .

S e c .  0 8 . 1 5 . 2 1 0 .  S H A M  C O N T E S T .  ( a )  A  p e r s o n  m a y  n o t  c o n d u c t  o r  

p a r t i c i p a t e  i n  a  s h a m  o r  f a l s e  c o n t e s t .

( b )  A  l i c e n s e e  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  s h a l l  b e  p e n a l ­

i z e d  b y  t h e  c o m m i s s i o n  a s  f o l l o w s :

( 1 )  f o r  a  f i r s t  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  s u s p e n d e d  f o r  a  

m i n i m u m  o f  t h r e e  m o n t h s ,  b e g i n n i n g  f r o m  t h e  d a t e  o f  t h e  s u s p e n s i o n  

o r d e r ;

( 2 )  f o r  a  s e c o n d  o f f e n s e ,  a  l i c e n s e  s h a l l  h e  r e v o k e d  p e r m a ­

n e n t l y .

( c )  T h e  c o m m i s s i o n  s h a l l  i n s t i t u t e  a c t i o n  t o  e n f o r c e  ( a )  o f  t h i s  

s e c t i o n  w i t h i n  1 0  d a y s  o f  r e c e i p t  o f  n o t i c e  o f  a  p o s s i b l e  v i o l a t i o n .

( d )  A n  u n l i c e n s e d  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  i s  

g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 8 . 1 5 . 2 2 0 .  E F F E C T  O F  L I C E N S E  S U S P E N S I O N .  ( a )  A  l i c e n s e e

m a y  n o t  p r o m o t e  o r  p a r t i c i p a t e  i n  a  c o n t e s t  w h e n  t n e  l i c e n s e e ' s  l i ­

c e n s e  i s  s u s p e n d e d .

( b )  A  l i c e n s e e  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  f o r f e i t s  t h e

l i c e n s e .

S e c .  0 8 . 1 5 . 2 3 0 .  E F F E C T  O F  L I C E N S E  F O R F E I T U R E .  A  l i c e n s e  f o r ­

f e i t e d  u n d e r  t h i s  c h a p t e r  i s  c a n c e l l e d  a n d  v o i d .  T h e  l i c e n s e e  i s  

f o r e v e r  i n e l i g i b l e  f o r  a n y  o f  t h e  l i c e n s e s  i s s u e d  b y  t h e  c o m m i s s i o n .

S e c .  0 8 . 1 5 . 2 4 0 .  G E N E R A L  P E N A L T Y .  A  p e r s o n  v i o l a t i n g  a  p r o v i s i o n  

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

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

S e c .  0 8 . 1 5 . 2 5 0 .  I N A P P L I C A B I L I T Y  O F  C H A P T E R .  N o t h i n g  i n  t h i s
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c h a p t e r  g i v e s  t h e  c o m m i s s i o n  j u r i s d i c t i o n  o v e r  t h e  a t h l e t i c  p r o g r a m s  

o f  a n y  s c h o o l ,  c o l l e g e  o r  u n i v e r s i t y  o r  a n y  o t h e r  r o n p r o f e s s i o n a l  

a t h l e t i c  e v e n t s .

S e c .  0 8 . 1 5 . 2 6 0 .  A P P L I C A B I L I T Y  O F  T H E  A D M I N I S T R A T I V E  P R O C E D U R E  

A C T .  T h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  a p p l i e s  t o  r e g u l a ­

t i o n s  a n d  p r o c e e d i n g s  u n d e r  t h i s  c h a p t e r .

S e c .  0 8 . 1 5 . 9 0 0 .  D E F I N I T I O N S .  I n  t h i s  t i t l e

( 1 )  " C A T  s c a n "  m e a n s  a  r o t a t i n g  t h r e e  d i m e n s i o n a l  c o m p u t e r -  

e n h a n c e d  X - r a y  i m a g e ;

( 2 )  " c o m m i s s i o n "  m e a n s  t h e  a t h l e t i c  c o m m i s s i o n  c r e a t e d  i n  

A S  0 8 . 1 5 . 0 1 0 ;

( 3 )  " c o m m i s s i o n e r "  m e a n s  a  m e m b e r  o f  t h e  a t h l e t i c  c o m m i s ­

s i o n ;

( 4 )  " c o n t e s t "  i n c l u d e s  a  p r o f e s s i o n a l  b o x i n g  o r  w r e s t l i n g  

e x h i b i t i o n ,  s p a r r i n g  m a t c h  o r  c o n t e s t  o r  f i g h t ,  m a t c h ,  b o u t  o r  f i g h t ;

( 5 )  " c o n t e s t a n t "  m e a n s  a  p e r s o n  w h o  c o m p e t e s  i n  a  p r o f e s ­

s i o n a l  c o n t e s t ;

( 6 )  " d e s i g n a t e d  r e p r e s e n t a t i v e "  m e a n s  a  p e r s o n  k n o w l e d g e ­

a b l e  a b o u t  b o x i n g  o r  ; r e s t l i n g  a n d  q u a l i f i e d  u n d e r  t h e  r e g u l a t i o n s  

a d o p t e d  b y  t h e  c o m m i s s i o n  f o r  d e s i g n a t e d  r e p r e s e n t a t i v e s ;

( 7 )  ' p e r s o n a l  l i c e n s e "  m e a n s  t h e  l i c e n s e  i s s u e d  t o  a  p r o ­

m o t e r ,  c o n t e s t a n t ,  m a n a g e r ,  a t t e n d i n g  p h y s i c i a n ,  r e f e r e e ,  j u d g e ,  

s e c o n d ,  o r  t r a i n e r ;

( 8 )  " p r o f e s s i o n a l "  m e a n s  a  p e r s o n  r e c e i v i n g  m o n e y  o r  o t h e r

t h i n g  o f  v a l u e  o t h e r  t h a n  a  t r o p h y ,  p l a q u e ,  o r  m e d a l  f o r  p a r t i c i p a t i o n

i n  a  c o n t e s t ,  a n d  a l s o  m e a n s  t h e  c o n t e s t  i t s e l f ;

( 9 )  " p r o m o t e r "  m e a n s  t h e  p e r s o n  p r i m a r i l y  r e s p o n s i b l e  f o r  

t h e  s p o n s o r s h i p ,  o r g a n i z a t i o n  o r  f u r t h e r a n c e  o f  a  c o n t e s t .

*  S e c .  3 .  A S  4 4 . 6 2 . 3 3 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :  

C S H B  2 4 1 ( L & C )  - 8 -
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( 5 2 )  A l a s k a  A t h l e t i c  C o m m i s s i o n .

*  S e c .  4 .  A S  4 4 . 6 6 . 0 1 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 2 )  A l a s k a  A t h l e t i c  C o m m i s s i o n  ( A S  0 8 . 1 5 )  - -  J u n e  3 0 ,  1 9 8 6 .

*  S e c .  5 .  A S  0 5 . 0 5 . 0 1 0  -  0 5 . 0 5 . 0 4 0  a n d  A S  0 5 . 1 0  a r e  r e p e a l e d .

*  S e c .  6 .  I N I T I A L  T E R M S  O F  A L A S K A  A T H L E T I C  C O M M I S S I O N  M E M B E R S .  I n i t i a l

t e r m s  o f  t h e  A l a s k a  A t h l e t i c  C o m m i s s i o n  s h a l l  b e  o n e  y e a r  f o r  t w o  m e m b e r s ,  

t w o  y e a r s  f o r  t w o  m e m b e r s ,  a n d  t h r e e  y e a r s  f o r  o n e  m e m b e r .  T h e  g o v e r n o r  

s h a l l  s p e c i f y  t h e  i n i t i a l  t e r m  f o r  e a c h  a p p o i n t e e .

*  S e c .  7 .  R E G U L A T I O N S .  T h e  c o m m i s s i o n  s h a l l  c o m p i l e  a n  i n i t i a l  l i s t  o f  

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

u n d e r  A S  0 8 . 1 5 . 0 4 0  w i t h i n  o n e  y e a r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .
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Concerns  o n  HB241:

pag e  1

page 1 

page 1

p a g e  1 

pa g e  1

p a g e  3 

page 4

- line 17: seven m e m b e r  ccrrrnission is too unworkable. M o s t  of t he states

that I hav e  h a d  t he pleas u r e  of d e a ling w i t h  h a s  five or less 

menbers. Ideally, for A l a s k a  it should r e m a i n  as is: four 

m e m b e r s  f r o m  the judicial districts and a  chairman appointed 

b y  t he Governor for a  five-year term.

- line 19: T he publ i c ' s  interest is served b y  a  sizeable perfomance bond

p ut u p  b y  the promoter.

-* line 22: seme states, Mich i g a n  for instance, has i n  their statutes:

"No p e r s o n  interested in a n y  way, financially or otherwise, 

in a n y  club, organization or corporation the m a i n  object 

of w h i c h  is the holding or g iving o f  boxing, sparring or 

wres t l i n g  exhibitions, shall b e  eligible to appointment 

o n  such board."

- line 23: Since this legislation doe s  n ot g overn amateur boxing,

there is n o  nee d  t o  m a n d a t e  a seat o n  t he comtission.

- line 29: semiprofessional does not belong o n  this legislation. Y o u

are a professional if y o u  receive compensation for putting 

o n  a  p e r f o m a n c e .  The d e f inition o f  a semiprofessional o n  

p a g e  11, line 13 is too unworkable. In m y  p a s t  experiences 

w i t h  b o x i n g  in the state, your p r e l i minary bouts a re of t e n  

times canpensated differently. O n e  boxer m a y  r e c eive $150 

to $300 a nd the other $350 to $600. W o u l d  this m e a n  that 

o n e  bo x e r  w o u l d  b e  a professional a nd the ot h e r  a semi-pro? 

W o u l d  o n e  boxer ha v e  to w e a r  protective headgear a nd a  16 ounce 

gl o v e  a nd the ot h e r  can w e a r  a  10 ou n c e  glove?

If this w a s  designed to protect o r  regulate roughhouse 

boxing, this should not b e  t ^ f o r u m  for it. Roughhouse 

boxing is n o t  boxing and if I h ad seme say o n  the m a tter 

I w o u l d  eliminate the wo r d s  "professional boxing" in their 

a d v e r t i s e m e n t s .

- line 14 A r e  other boards and ccnmissions paying a  surety bond? T h e

b o n d  is p a y able t o  the state b ut in essence is teing paid

b y  the state w i t h  the reimbursement clause on line 20. W h y  

w o u l d  it b e  needed?

- line 27 Th i s  section c an b e  strengthened b y  a higher bond. I w o u l d

assume that tins is n o  m o r e  than a  performance bond. W h i l e

I w a s  the commissioner, legally o r  not, I w a s  asxing and 

getting c a s h  o n l y  bonds a nd w o u l d  r e t u r n  the ca s h  10 days 

after the event. This took car e  of any spectator th a t  felt 

they did n o t  g e t  their money's worth. Needless t o  say, n o  

p r o blem w a s  ever encountered d u r i n g  any m a t c h e s  w h i c h  I 

licensed d u r i n g  m y  term o n  the ccrrrnission.



pa g e  6 - lin e  10 w h i l e  a  physician h as the du t y  to vo i c e  a n  o p i n i o n  th a t  it

l i n e  11 wo u l d  b e  dangerous t o  a contestant to continue fighting, it

is solely the authority a nd responsibility for a referee 

to stop a  fight. T h e  control o f  a fight, on c e  the bell 

rings, resc. solely o n  the third m a n  in t he ring.

p a g e  6 - line 20 fees should b e  based o n  gross receipts. Fees should b e

thru l i n e  27 paid to the referees; judges, time keeper, a n nouncer and

the ringside physician. N o  fee should b e  pai d  a n  inspector 

since h e  is a cting in the absence of a c o m m i s s i o n e r . The 

examining physician (line 23) should b e  pa i d  as if the 

p e r s o n  being examined w e n t  o n  a doctor's o f f i c e  visit.

During m y  t e r m  as a  ccsTtnissioner, all judges, timekeepers, 

referees and announcers w e r e  pa i d  w i t h  complimentary tickets. 

However, there is n o  r eason that they could n o t  b e  p a i d  

b y  t he canmission w i t h  m o n e y  collected frcm t h e  promoters.

Perhaps I m i s s e d  i t  b u t  there should b e  a  clause in the b i l l  tha t  requires sane 

f orm of insurance. T h e  w o r d i n g  could g o  something like this:

THE P R O M O T E R  O R  PROMOTERS OF A N Y  P R OFESSIONAL B O X I N G  CONTEST 

O R  CONTESTS S H A L L  INSURE EACH CONTESTANT PARTICIPATING 

IN SUCH B O X I N G  CONTEST F O R  N O T  LESS THA N  $1,000.00 F O R  

M E D I C A L  A ND H O S P I T A L  EXPENSES T O  BE P A I D  T O  T H E  CONTESTANT 

T O  C O V E R  INJURIES SUSTAINED IN SUCH CONTEST, A N D  F O R  N O T  

LESS THAN $5,000.00 T O  BE P A I D  IN ACCORDANCE W I T H  THE 

STATUTES O F  DESCENT A N D  DISTRIBUTION O F  P E R S O N A L  PROPERTY 

IN SUCH CASE MAD E  A N D  PROVI D E D  T O  PERSONS THEREUNDER 

ENTITLED, IN THE E V E N T  THE CONTESTANT SHOUTD DIE AS A  

RESULT O F  INJURIES RECEIVED IN A  B OXING CONTEST.

W e  h a d  a  c a s e  in A l a s k a  in 1974 w h e r e  a fanale bo x e r  w a s  hospitalized and 

later died in Illinois. Since no insurance w a s  in force at the time of the 

injury, the hospital ended u p  w r i ting off h er ;nedical bill.

There a re u n d o u b t e d l y  o t h e r  changes in the legislation that I w o u l d  like to 

see, however, in the interest o f  getting this to you, I w i l l  sign off right 

here. I w i l l  send a co p y  o f  this to S e n  Josephs on.
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I N  T H E  S E N A T E  B Y  T H E  S T A T E  A F F A I R S  C O M M I T T E E ^

“ •*' C S  F O R  S E N A T E  B I L L  N O .  1 6 6  ( S t a t e  A f f a i r s )

• I N ,  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L  ’ . . . . . .  ......................

■. * ' • •/*". Vvl,';’*r y'
F o r  a n  A c t  e n t i t l e d :  , f A n  A c t  r e l a t i n g  t o  t h e  c r e a t i o n  o f  t h e  A l a s k a .  A t h -

* .• V* *’ >V v/V
l e t i c  C o m m i s s i o n  a n d  t h e  r e g u l a t i o n  o f  p r o f e s s i o n a l , '

b o x i n g  a n d  w r e s t l i n g . "

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

*  S e c t i o n  1 .  A S  0 5 . 0 5  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d : /  .

S e c .  0 5 . 0 5 . 0 5 0 .  C R E A T I O N  O F  A T H L E T I C  C O M M I S S I O N .  ( a )  T h e r e  i f---------------------------------------------------O ^ 7/:
c r e a t e d / i n  t h e  O f f i c e  o f  t h e  G o v e r n o r / t h e  A t h l e t i c  C o m m i s s i o n .

( b )  M e m b e r s  o f  t h e  c o m m i s s i o n  s e r v e  a t  t h e  p l e a s u r e  o f  t h e

C *

g o v e r n o r  a n d  s h a l l  b e  s e l e c t e d ,  o n  t h e  b a s i s  o f  t h e i r  k n o w l e d g e  o f  a n d
. iV>/v • '•'■.p. i ‘■,•,y>''

c o n t r i b u t i o n  t o  a t h l e t i c s  i n  t h e  s t a t e .  • i s '. • ? ■ ? & • / •
•• V • • "* s\  . l  Afvj V ‘*».<Y r y

S e c .  0 5 . 0 5 . 0 6 0 . '  C O M P O S I T I O N  A N D  T E R M S  O F  M E M B E R S H I P .  ( a )  - r  T h e

c o m m i s s i o n  c o n s i s t s  o f  s e v e n  m e m b e r s  a p p o i n t e d  b y  t h e  g o v e r n o r  f o r

• « . . .  1 j

s t a g g e r e d  t h r e e  y e a r  t e r m s  a s  f o l l o w s :

( 1 )  a  l i c e n s e d  p h y s i c i a n ,  p r e f e r a b l y  a  s p e c i a l i s t  i n  s p o r t s

m e d i c i n e ;

( 2 )  s - i - x - m e m b e r s - a t - l a r g e , in^ndin-g~nne--from--ea-Gh--jaidi.cla L -

*<Lis-trLc t .
( b )  T h e  . s i x - m e m b e r s - a t - l a r g e  i n c l u d e  r e p r e s e n t a t i v e s  o f

p r o f e s s i o n a l  b o x i n g  m a n a g e r s  a n d ^ a m a t e u r j b o x i n g  i n t e r e s t s .

( c )  A  v a c a n c y  s h a l l  b e  f i l l e d  f o r  t h e  b a l a n c e  o f  t h e  u n e x p i r e d  ->

te rm .
S e

c o m m i s s i o n  s

o f  t h e  s t a t e  a n d  s h ^ l l  r e p

E ^ E R A L  D U T I E S  A N D  A N N U A L  R E P O R T .  ( a )  T h e .  

t h e f a i t r a - ^ g ^ r  , i n d  p r o f e s s i o n a l  a t h l e t i c  p r o g r a m s  

^ a n n u a l l y  t o  t h e  g o v e r n o r .  T h e  r e p o r t : -  
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29

s h a l l  i n c l u d e  t h e  r e c o m m e n d a t i o n s  o f  t h e  c o m m i s s i o n  f o r  t h e  a d v a n c e -  

m e n t  a n d  i m p r o v e m e n t  o f  a t K l e t i c  p r o g r a m s  a n d  a c t i v i t i e s  i n  t h e  s t a t e ,
f  \  .......

V  i n  a d d i t i o n  t o  i n c l u d i n g ^ / t h e  c o m m i s s i c n ' s  f i n d i n g s .

( b )  T h e  c o m m i s s i o n  s h a l l  r e c o m m e n d  t o  t h e  l e g i s l a t u r e  s t a t u t o r y
• • /  . . r •

$
c h a n g e s  t h a t  t h e  c o m m i s s i o n  c o n s i d e r s  d e s i r a b l e  o r  n e c e s s a r y  t o  p r o -s^ irF ry  »\<oc>
m o t e  a n d  m a i n t a i n  a  h i g h  s t a n d a r d  o f  s p o r t s m a n s h i p  i n  t h e  s t a t e .

S e c .  0 5 . 0 5 . 0 8 0 .  P O W E R  O F  C O M M I S S I O N .  ( a )  T h e  c o m m i s s i o n  s h a l l  

P* • .

s u p e r v i s e  a l l  c o n t e s t s  c o n d u c t e d  i n  t h e  s t a t e .

• • ,* i - i Y v . r i / y -

( b )  T h e  c o m m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  f o r  t h e  s a f e ,  o r g a n -

. • V?;V# ' ’ V .*•
i s e d ,  s p o r t s m a n l i k e  a n d  h o n e s t  c o n d u c t  o f  c o n t e s t s ,  i n c l u d i n g  r e g u l a -

■ O •'t i o n s  r e l a t i n g  t o

( 1 )  l i c e n s i n g  o f  p e r s o n s  u n d e r  t h e  t e l e c a s t  a n d  p e r s o n a l  

l i c e n s e  p r o v i s i o n s  o f  t h i s  c h a p t e r ;

( 2 )  e s t a b l i s h i n g  t h e  f e e s  t o  b e  c h a r g e d  f o r  l i c e n s e s ^ r e -  

q u i r e d  u n d e r  t h i s  c h a p t e r ;  .

( 3 )  e s t a b l i s h i n g  t h e  m i n i m u m  f e e s  p a y a b l e  t o  e x a m i n i n g  

p h y s i c i a n s ,  a t t e n d i n g  p h y s i c i a n s ,  i n s p e c t o r s ,  r e f e r e e s ,  j u d g e s ,  . u m ­

p i r e s ,  s c o r e k e e p e r s , a n d  t i m e k e e p e r s ; < \ 
( A )  q u a l i f i c a t i o n s  a n d  d u t i e s  o f  a l l  p e r s o n s  r e q u i r e d  t o  b e  »

l i c e n s e d  u n d e r  t h i s  c h a p t e r ;  :

( 5 )  c o n d u c t  o f  c o n t e s t s ,  i n c l u d i n g  t h e i r  f o r m a t  a n d  d u r a ­

t i o n ;  ‘ •.

( 6 )  a p p r o v e d  c o a c h i n g ,  m a n a g i n g ,  t r a i n i n g ,  e q u i p m e n t  a n d  

f a c i l i t i e s  f o r  t h e  s a f e t y  a n d  p r o t e c t i o n  o f  c o n t e s t a n t s ;  ; .

swt.

( 7 )  a n y  o t h e r  p r o v i s i o n  o f  t h i s  c h a p t e r .  

a g f C c j a f ^ T h e ^ v c c m m i s s i o n m a y  c o n t r a n . t .■ . j f o r - •-- p r n f A A f l i S n a i ^ s

m e m b e r

o f  t h e  c o m m i s s i o n  m a y  n o t  s e r v e / a s  t h e ^ e x e c u t i v e  d i r e c t o r  o r  o n  t h e  

s t a f f .

CSSB 1 6 6 (SA) -2-



 :----
.  ;•••-• ' •■..'“tv:'.''.:. . . .  . t ’. V .

■ .. ■ ;

' -I/**}
. . . .t«u) ^

_ r

( d )  T h e  c o m m i s s i o n  m a y  s u b p o e n a  w i t n e s s e s  a d m i n i s t e r ,  o a t h s ,

- C • <• , .  V"v i'''
t a k e  t e s t i m o n y  a n d  r e q u i r e  t h e  p r o d u c t i o n  o r  e x a m i n a t i o n  o f v  a n y ' : r e -

c o r d s  c o n c e r n i n g  m a t t e r s  b e f o r e  t h e  c o m m i s s i o n  o r  u n d e r  i t s  i n v e s t i g a -

t i o n 7 £ ?  7 f t  t e "  TH t" f lP P ts a p e iA T S -  S * f l m
S e c .  0 5 . 0 5 . 0 9 0 .  A T T E N D A N C E  A T  C O N T E S T S .  ( a )  ‘E x © e p t - a s _ p x o v i d e d '•" *. . ,

*   * *
i n  I c J — o £  H d r l  s  ■~ t h e ^ e x p . c u t i v e — d - i - r e i r E d r T  o r  i n  t h e ' ~ ' d t r e e t © r - U s 

a b s e n c e  a  c o m m i s s i o n e r  o r ^ i n s p e c t o r , ~  s h a l l — r r t t r n d —  n n d  n n p r r v i  n c "  n i l

T T b n t e s t s - . - -   -----------

~77\ e  •— ' l i f e  .
( b )  T h e — a x e y m t i v e — d i r e j ^ t o g  o r — a -  c o m m i s s i o n e r  a p p o i n t e d - b y r t-h c r• • 'ycl\ . - .f‘ H • •

e x e c u t i v e —d i « H 2- t e r ^  s h a l l  p r o v i d e  f o r  t h e  a t t e n d i n g  o r  e x a m i n i n g  p h y s i ­

c i a n ,  i n s p e c t o r s ,  s c o r e k e e p e r s  a n d  t i m e k e e p e r s  a t  a l l  c o n t e s t s  i n  t h e  

s t a t e .  I f  n o t  p r o v i d e d  b y  t h e  p r o m o t e r s ,  t h e  e x e c u t i v e — d i r e c t a x ^ F ^  

t h e  a p p o i n t e d  c o m m i s s i o n e r  s h a l l  a l s o  p r o v i d e  r e f e r e e s ,  j u d g e s  a n d

3 S S £ i r e s ^   /'
A  c o n t e s t  m a y  n o t  b e  h e l d  w i t h o u t  t h e  a t t e n d a n c e  a n d  s u p e r -

ci ts- ■• q QnpntuJd
i n s p e c t o r - .  Irv i s i o n  o f  t h e  e x e e u t i r v e —d i - r e c t o r , a  c o m m i s s i o n e r  o x — a n — i n s p e c t o r .  I n  

t h e  e v e n t  t h a t  t h e  e x e c u t i v e  d i r e c t o r  i s  u n a b l e  t o  a t t e n d  a n d  s u r  r -

v i s e  a  c o n t e s t ,  a r r a n g e m e n t  s l i a l l ^  b e  m a d e  w i t h  a  l o c a l  c o m m i s s i o n e r  t o  

a t t e n d  t h e  c o n t e s t .  I n  t h e  e v e n t  c h a t  a  l o c a l  c o m m i s s i o n e r  i s  u n a b l e

t o  a t t e n d  a n d  s u p e r v i s e  a  c o n t e s t  i n  ' T s f i a t  c o m m i s s i o n e r ' s  a r e a ,  t h a t
%

c o m m i s s i o n e r  s h a l l  a p p o i n t  a n  i n s p e c t o r  l i c e t i ^ e c T " u n d e r  t h i s  c h a p t e r  t o  

a t t e n d  a n d  s u p e r v i s e  t h e  c o n t e s t .  I f  n o n l o c a l  i n s p e c t o r  i s  a v a i l a b l e ,  

a  c o m m i s s i o n e r  f r o m  t h e  a r e a  i n  w h i 6 h  t h e  c o n t e s t  ' i d  t o  b e  h e l d  m a y  

a p p o i n t  a  c o m m i s s i o n e r  o r  i n s p e c t o r  f r o m  a n o t h e r  a r e a  'b o  a t t e n d  a n d  

s u p e r v i s e  t h e  c o n t e s t  a s  a  s u b s t i t u t e .

( d )  W h e n  a  c o m m i s s i o n e r  o r  i n s p e c t o r  f r o m  o n e  r e g i o n  o f  t h e  

s t a t e  a t t e n d s  a  c o n t e s t  i n  a n b t h e r / d r e a  a s  a  s u b s t i t u t e  u n d e r  ( c )  o f  

t h i s  s e c t i o n ,  t h e  s u b s t i t u t e  i / r ^ e n t i t l e d  t o  r e c e i v e  p e r  d i e m  a n d  

r e a s o n a b l e  t r a v e l  e x p e n s e  c o m p i n s a t i o n ^ q u t h o r i z e d  b y  l a w .
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S e c .  0 5 . 0 5 . 1 0 0 .  C O M M I S S I O N E R S '  B O N D S .  B e f o r e  e n t e r i n g  - t h e

/ d u t i e s  " ' o f  o f f i c e ,  a  c o m m i s s i o n e r  s j i a l l  / 4 n t e r  i n t o  a  s u r e t y  b o n d ,

e x e c u t e d  b y  a  s u r e t y  c o m p a n y  a u t h o r i z e d ^  d o  b u s i n e s s  i n  t h e  s t a t e , ' ,  

p a y a b l e  t o  t h e  s t a t e ,  a n d  a p p r o v e d  b y  t h e \ a t t o r n e y  g e n e r a l .  T h e  b o n d  

s h a l l  b e  i n  t h e  p e n a l  s u m  o f  $ 2 , 0 0 0 ,  / c o n d i t i o n e d  o n  t h e  f a i t h f u l  a n d  

u n b i a s e d  p e r f o r m a n c e  o f  t h e  c o m m i s s i o n e r ' s  d u t i e s .  T h e  b o n d  s h a l l  b e  

f i l e d  w i t h  t h e  g o v e r n o r .  A  c o m m i s s i o n e r  s h a l l  b e  r e i m b u r s e d  f o r  t h e  

c o s t  o f  t h e  b o n d .

S e c .  0 5 . 0 5 . 1 1 0 .  M E E T I N G S  A N D  C O M P E N S A T I O N .  ( a )  T h e  c o m m i s s i o n  

s h a l l  m e e t  a t  l e a s t  o n c e  a  y e a r  a t  t h e  c a l l — e f — t h e — g o v e r n o r  o r  t h e

• i, V*
c h a i r p e r s o n ,  a t  t h e  r e q u e s t  o f  a  m a j o r i t y  o f  t h e  c o m m i s s i o n e r s ,  o r  a t

v  .
, i • .

a  r e g u l a r l y  s c h e d u l e d  t i m e  d e t e r m i n e d  b y  t h e  c o m m i s s i o n .  C o m m i s ­

s i o n e r s  s e r v e  w i t h o u t  c o m p e n s a t i o n  b u t  a r e  e n t i t l e d  t o  p e r '  d i e m  a n d  

t r a v e l  e x p e n s e s  a u t h o r i z e d  b y  l a w  f o r  b o a r d s  a n d  c o m m i s s i o n s  u n d e r  

• 3 9 . 2 0 . 1 8 0 .  r g l g !

( b )  T h e  c o m m i s s i o n e r s  s h a l l  e l e c t  a  c h a i r p e r s o n  a n d  a  v i c e -
i.

c h a i r p e r s o n  f r o m  a m o n g  t h e i r  m e m b e r s h i p .  T h e  a f f i r m a t i v e  v o t e  o f  a  

m a j o r i t y  o f  t h e  c o m m i s s i o n e r s  i r, r e q u i r e d  t o  e x e r c i s e  t h e  p o w e r s  o f  

t h e  c o m m i s s i o n . N
( c )  M e e t i n g s  m a y  b e  h e l d  b y  t e l e c o n f e r e n c e  o r  o t h e r  e l e c t r o n i c  '  

m e a n s .  C o m m i s s i o n e r s  p a r t i c i p a t i n g  i n  a  m e e t i n g  f r o m  a  l o c a t i o n ' o u t  

o f  s t a t e  m a y  n o t  v o t e  a t  t h a t  m e e t i n g .

( d )  T h e  c o m m i s s i o n  s h a l l  k e e p  f u l l  a n d  a c c u r a t e  m i n u t e s  o f  i t s  

p r o c e e d i n g s  a n d  r e c o r d s  o f  i t s  t r a n s a c t i o n s .  A —c o p y —o f —e a e h - f i n a n c i a J ^

.  r e p o x l L ,  t h e —m i n u t e  s - o f - - a - 1 - 1 — m e e t f n g s  ,— a n d —a  - c o p y  —o f —e a a h —r e p o - r t — f i - l - e d ~ ^  .

w i t h  t h e  c o m m i s s i o n  u n d e r  t h i s  c h a p t e r  s h a l l  b e  s e n t  t o  t h e  g o v e r n o r ' s  

o f f i c e  w i t h i n  1 0  d a y s  a f t e r  t h e  r e c o r d  o r  r e p o r t  i s  c o m p l e t e d o r  

r e c e i v e d . '  .

S e c .  0 5 . 0 5 . 1 2 0 .  L I C E N S E S  R E Q U I R E D .  ( a )  A  p e r s o n  m a y  n o t  a c t  a s  

C S S B  1 6 6 ( S A ) '  - A -
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/? <* V/? & /  £/'
1 a  p r o m o t e r ,  c o n t e s t a n t ,  m a n a g e r ,  ^ - e x a m i n i n g — o r — a t t e n d j n g ^ - p h y s i c i a r u .

s p c o n d - r . _ s p L a x r j r f i g - p a r t n e r ,  t r a i n e r ,  b o o k i n g - a g e n t ,  r e f e r e e ;  j u d g e ,  o r

. ’/ ..
3 - u m p 4 a = e  i n  o r  f o r  a  c o n t e s t  u n l e s s  t h a t  p e r s o n  h a s  b e e n  i s s u e d  t h e

4 a p p r o p r i a t e  p e r s o n a l  l i c e n s e  b y  t h e  c o m m i s s i o n .

5 ^  ( b )  A p e r s o n  m a y  n o t  t e l e c a s t  a  c o n t e s t  u n l e s s  t h a t  p e r s o n  h a s

6 • b e e n  i s s u e d  a  t e l e c a s t  l i c e n s e  b y  t h e  c o m m i s s i o n .

   '  o J L
7 ( c )  A p p l i c a t i o n  p r o c e d u r e s ,  q u a l i f i c a t i o n s ,  a n -d — f e e s  f o r  t h e

8 l i c e n s e s  r e q u i r e d  u n d e r  t h i s  s e c t i o n  s h a l l  b e  s e t  o u t  i n  r e g u l a t i o n s

9 a d o p t e d  b y  t h e  c o m m i s s i o n .  \

( d )  L i c e n s e s  a r e  a n n u a l  a n d  s h a l l  e x p i r e  o n  D e c e m b e r  3 1  o f  e a c h

y e a r .  :

S e c .  0 5 . 0 5 . 1 3 0 .  C O N T E S T  L I C E N S E E  B O N D .  E v e r y  p r o m o t e r  s h a l l

13 f i l e  a  b o n d  i n  t h e  a m o u n t  o f  $ 1 , 0 0 0  w i t h  t h e  c o m m i s s i o n  f o r  e a c h

iA £ -
c o n t e s t  h e l d  i n  a  c i t y  o f  l e s s  t h a n  1 0 , 0 0 0  i n h a b i t a n t s  a n d  a  b o n d  i n>10,000
t h e  a m o u n t  o f  f o r  e a c h  c o n t e s t  h e l d  i n  a  c i t y  o f  m o r e  t h a n

1 0 , 0 0 0  i n h a b i t a n t s . '  T h e  b o n d  s h a l l  b e  c o n d i t i o n e d  o n  t h e  f a i t h f u l  a n d .

17 u n b i a s e d  p e r f o r m a n c e  b y  t h e  p r o m o t e r  o f  t h e  p r o v i s i o n s  o f  t h i s  c h a p -

t e r ,  t h e  p a y m e n t  o f  t h e  t a x e s  u n d e r  t h i s  c h a p t e r  a n d  t h e  c o m p l i a n c e

w i t h  a l l  r e g u l a t i o n s  o f  t h e  c o m m i s s i o n .  T h e  b o n d  s h a l l  b e  s u b j e c t  t o

t h e  a p p r o v a l  o f  t h e  a t t o r n e y  g e n e r a l .

21 S e c .  0 5 . 0 5 . 1 4 0 .  C O N T E S T A N T  R E S T R I C T I O N S .  ( a )  A  p e r s o n  m a y  n o t

22 p a r t i c i p a t e  a s  a  c o n t e s t a n t  w h o

23 ( 1 )  w a s  i n t o x i c a t e d  o r  u n d e r  t h e  i n f l u e n c e  o f  a  c o n t r o l l e d

s u b s t a n c e  a t  t h e  t i m e  t h e  p e r s o n  a g r e e d  t o  p a r t i c i p a t e ;

( 2 )  d i d  n o t  a g r e e  i n  w r i t i n g  t o  p a r t i c i p a t e  j a t  l e a s t  7 2  

h o u r s  b e f o r e  a  c o n t e s t ;  ,

( 3 )  e x c e p t  a s  p r o v i d e d  i n  ( b )  o f  t h i s  s e c t i o n ,  h a s  u s e d  

a l c o h o l  o r  a  c o n t r o l l e d  s u b s t a n c e  w i t h i n  e i g h t  h o u r s  p r e c e d i n g  t h e  

c o n t e s t  o r  i s  u n d e r  t h e  i n f l u e n c e  o f  a l c o h o l  o r  a  c o n t r o l l e d  s u b s t a n c e

-5- CSSB 1 6 6 (SA)



r .

w $■ ■ .V.

•v

/ /A $V c* ̂  'a ':

a t  t h e  t i m e  o f  t h e  c o n t e s t ;  a n d

( 4 )  i s  n o t  a t  l e a s t  1 8  y e a r s  o f  a g e  

( b )  A  c o n t e s t a n t  m a y  p a r t i c i p a t e  i n  a  c o n t e s t  i f  .

( 1 )  t h e  a t t e n d i n g  p h y s i c i a n  i s  a w a r e  t h a t  t h e  c o n t e s t a n t  i s  

u s i n g  a  p r e s c r i p t i o n  d r u g ;  a n d

( 2 )  i n  t h e  o p i n i o n  o f  t h e  a t t e n d i n g  p h y s i c i a n ,  t h e  s a f e t y  o f  

t h e  c o n t e s t a n t  i s  n o t  j e o p a r d i z e d  a n d  t h e  p r e s c r i p t i o n  d r u g  o f f e r s  t h e  

c o n t e s t a n t  n o  a d v a n t a g e  o v e r  t h e  o p p o n e n t  i n  t h e  c o n t e s t .

S e c .  0 5 . 0 5 . 1 5 0 .  E X A M I N A T I O N  O F  C O N T E S T A N T S .  ( a )  E v e r y  c o n ­

t e s t a n t  s h a l l  b e  e x a m i n e d  a t  l e a s t  2 4  h o u r s ,  b u t  n o  l e s s  t h a n  e i g h t  

h o u r s ,  b e f o r e  t h e  c o n t e s t  b y  a  p r a c t i c i n g  p h y s i c i a n .  T h e  e x a m i n i n g

I’v* '
p h y s i c i a n  m a y  d i s q u a l i f y  a  c o n t e s t a n t  c o n s i d e r e d  p h y s i c a l l y  u n f i t  t o  

p a r t i c i p a t e .

( b )  A  c o n t e s t a n t  s h a l l  o b t a i n  a  C A T  s c a n  o f  t h e  h e a d  e v e r y  - 4 4 r
. *

c o n t e s t  r o u n d s  o r  l e s s  a n d  s u p p l y  t h e  m o s t  r e c e n t  C A T  s c a n  t o  t h e

e x a m i - n - i - n g - p h y s i c r a n r  f o r  r e v i T w ~ H u r i h g  t h e  p r e ~ - c o n t e ~ s t r ~ e x ; a m l h a t i o r r ;  ' I f
-| • -

t h e  c o n t e s t a n t  h a s  b e e n  k n o c k e d  o u t  s i n c e  t h e  c o n t e s t a n t ' s  l a s t  C A T  

s c a n ,  a  C A T  s c a n  t a k e n  a f t e r  t h e  l a s t  k n o c k o u t  s h a l l  b e  s u p p l i e d  t o  

t h e  e x a m i n i n g  p h y s i c i a n  f o r  r e v i e w .

S - c .  0 5 . 0 5 . 1 6 0 .  A T T E N D I N G  P H Y S I C I A N  R E Q U I R E D . A n  a t t e n d i n g  

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

s t a t e  m u s t  b e  o n  d u t y  t h r o u g h o u t  a  c o n t e s t .  T h e  a t t e n d i n g  p h y s i c i a n  

h a s  t h e  a u t h o r i t y  a n d  d u t y  t o  s t o p  a  c o n t e s t  w h e n  i t  i s  t h e  p h y s i -

ct-O-i-'v cy£ r<yo»j
c i a n ' s  o p i n i o n  t h a t  i t  w o u l d  b e  l d X £ L = - t h x e g t e n i n g  t o  a  c o n t e s t a n t  t o  

c o n t i n u e .

S e c .  0 5 . 0 5 . 1 7 0 .  S M O l 6 ^ N G / P R O H I B I T E D .  N o t w i t h s t a n d i n g  t h e  p r o v i ­

s i o n s  o f  A S  1 8 . 3 5 . 3 1 0 ,  s n j d k ^ n g  i s  n o t  p e r m i t t e d  a t  a  c o n t e s t  h e l d  

u n d e r  t h e  p r o v i s i o n s  o f  £ h i s  c h a p t e r .

S e c .  1 0 5 . 0 5 . 1 8 0 .  N O T I C E  O F  C A N C E L L A T I O N .  ( a )  W h e n  i t  h a s  b e e n
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d e t e r m i n e d  b y  m e a n s  o t h e r  t h a n  a  p h y s i c i a n ' s  e x a m i n a t i o n  t h a t  a  s c h e d ­

u l e d  c o n t e s t a n t  w i l l  b e  u n a b l e  t o  a p p e a r ,  t h e  s c h e d u l e d  c o n t e s t a n t ' s  

m a n a g e r  a n d  t h e  p r o m o t e r  o f  t h e  c o n t e s t  s h a l l  n o t i f y  t h e ~ ~ e x e c n i f c i v e -  

d i ^ e e t o r ,  o r  t h e  c o m m i s s i o n e r  o r  i n s p e c t o r  s u p e r v i s i n g  t h e  c o n t e s t  o f .  

t h e  c a n c e l l a t i o n  o f  t h e  c o n t e s t .  W h e n  t h e  c a n c e l l a t i o n  i s  t h e  r e s u l t

o f  a n  e x a m i n i n g  p h y s i c i a n ' s  e x a m i n a t i o n ,  t h e  e x a m i n i n g  p h y s i c i a n  s h a l l

• • • ■»
n o t i f y  t h e  c o m m i s s i o n e r  s u p e r v i s i n g  t h e  c o n t e s t ,  / * )  u)R.imtQC’ fp> //  I 
S ttith o g  r u e  M & d tc tu .  /)#£> ^  T t f e  M M e /fa T H *

( b )  U p o n  r e c e i p t  o f  n o t i c e  o f  t h e  c a n c e l l a t i o n  o f  a  c o n t e s t " f o r

a n y  r e a s o n ,  t h e  e x e c u t i v e  d i r e c t o r ,  o r  t h e  c o m m i s s i o n e r  o r  i n s p e c t o r  

s u p e r v i s i n g  t h e  c o n t e s t ,  s h a l l  r e p o r t  t h e  c a n c e l l a t i o n  p r o m p t l y  t o  t h e

c h a i r p e r s o n  o f  t h e  c o m m i s s i o n  a n d  i m m e d i a t e l y  t o  t h e  p u b l i c .  I f -  t h e
. 1.  •

c o m m i s s i o n ,  r a t h e r  t h a n  t h e  e x e c u t i v e  d i r e c t o r  o r  t h e  c o m m i s s i o n e r  o r

t h e  i n s p e c t o r  s u p e r v i s i n g  t h e  c o n t e s t ,  i s  n o t i f i e d  o f  a  c a n c e l l a t i o n ' ,• * . v «
t h e  c o m m i s s i o n  s h a l l  n o t i f y  t h e  p u b l i c  i m m e d i a t e l y .  .  ; V-w.'

. '  • L' . •

S e c .  0 5 . 0 5 . 1 9 0 .  P A Y M E N T  O F  F E E S .  ( a )  A t  l e a s t  1 0  d a y s  b e f o r e  a  

c o n t e s t ,  t h e  p r o m o t e r  s h a l l  p a y  t o  t h e  c o m m i s s i o n  a n  a m o u n t  s u f f i c i e n t  

t o  p a y  t h e  f e e s  o f  t h e  r e f e r e e ,  t h e  i n s p e c t o r  a n d  t h e  e x a m i n i n g  p h y s i ­

c i a n .
.  . ..

( b )  T h e  c o m m i s s i o n  s h a l l  p a y  t h e  f e e s  i n  ( a )  o f  t h i s  s e c t i o n  t o  

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

t h e  r p p . e i p t  o f  t h e  a m o u n t  p a i d  u n d e r  ( a )  o f  t h i s  s e c t i o n  a n d  o f  t h e  

p a y m e n t  o f  t h e  f e e s .

( c )  F a i l u r e  o f  a  p r o m o t e r  t o  p a y  t h e  a m o u n t  i n  ( a )  o f  t h i s  

s e c t i o n  i s  g r o u n d s  f o r  t h e  s u s p e n s i o n  o f  t h e  p r o m o t e r ' s  l i c e n s e .

S e c .  0 5 . 0 5 . 2 0 0 .  S T A T E M E N T  A N D  R E P O R T  O F  C O N T E S T .  ( a )  A  p r o ­

m o t e r  s h a l l ,  a t  l e a s t  1 0  d a y s  b e f o r e  a  c o n t e s t ,  f i l e  w i t h  t h e  c o m m i s ­

s i o n  a  s t a t e m e n t  s e t t i n g  f o r t h  t h e  n a m e  o f  e a c h  c o n t e s t a n t ,  t h e  m a n a g ­

e r s '  n a m e s  a n d  o t h e r  i n f o r m a t i o n  t h e  c o m m i s s i o n  m a y  r e q u i r e .

( b )  W i t h i n  7 2  h o u r s  a f t e r  a  c o n t e s t ,  t h e  p r o m o t e r  s h a l l  f i l e
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w i t h  t h e  D e p a r t m e n t  o f  R e v e n u e  a n d  t h e  c o m m i s s i o n  a  w r i t t e n  r e p o r t  

s h o w i n g  t h e  n u m b e r  o f  t i c k e t s  s o l d  f o r  t h e  c o n t e s t ,  t h e  p r i c e  c h a r g e d  

f o r  t h e m ,  t h e  g r o s s  p r o c e e d s  f r o m  t h e  s a l e ,  a n d  o t h e r  i n f o r m a t i o n  t h e  

c o m m i s s i o n  m a y  r e q u i r e .

( c )  F a i l u r e  t o  f i l e  t h e  s t a t e m e n t  o r  r e p o r t  r e q u i r e d  u n d e r  t h i s  

s e c t i o n  i s  g r o u n d s  f o r  s u s p e n s i o n  o f  t h e  p r o m o t e r ' s  l i c e n s e .

S e c .  0 5 . 0 5 . 2 1 0 .  R E P O R T  O F  T E L E C A S T .  ( a )  A  t e l e c a s t  l i c e n s e e  

s h a l l ,  w i t h i n  7 2  h o u r s  a f t e r  t h e  t e l e c a s t ,  f i l e  w i t h  t h e  c o m m i s s i o n  a  

w r i t t e n  r e p o r t  s h o w i n g  t h e  n u m b e r  o f  t i c k e t s  i s s u e d  o r  s o l d  a n d  t h e  

a m o u n t  o f  t h e  g r o s s  r e c e i p t s .

( b )  F a i l u r e  t o  f i l e  t h e  r e p o r t  r e q u i r e d  b y  t h i s  s e c t i o n  i s  

g r o u n d s  f o r  s u s p e n s i o n  o f  a  t e l e c a s t  l i c e n s e .

S e c .  0 5 . 0 5 . 2 2 0 .  F A I L U R E  T O  P A Y  G R O S S  R E C E I P T S  T A X .  ( a )  I n  

a d d i t i o n  t o  a n y  o t h e r  p e n a l t y  p r o v i d e d  b y  l a w ,  a  l i c e n s e e  w h o  f a i l s  t o

p a y  t h e  g r o s s  r e c e i p t s  t a x e s  u n d e r  A S  4 3 . 7 7  s h a l l  b e  p e n a l i z e d  b y  t h e
•  .  ■ *v

c o m m i s s i o n  a s  f o l l o w s :  . ■ -

( 1 )  f o r  a  f i r s t  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  s u s p e n d e d  f o r  a \  

m i n i m u m  o f  t h r e e  m o n t h s ,  b e g i n n i n g  f r o m  t h e  d a t a  o f  t h e  s u s p e n s i o n  

o r d e r ;

( 2 )  f o r  a  s e c o n d  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  r e v o k e d  p e r m a ­

n e n t l y .
I* ** . I ;

( b )  T h e  c o m m i s s i o n  s h a l l  i n s t i t u t e  a c t i o n  t o  e n f o r c e  ( a )  o f  t h i s  

s e c t i o n  w i t h i n  1 0  d a y s  o f  r e c e i p t  o f  n o t i c e  o f  a  p o s s i b l e  v i o l a t i o n .
• . * • *. "  f i

S e c .  0 5 . 0 5 . 2 3 0 .  P A R T I C I P A T I O N  I N  P U R S E . • ( a )  A  p e r s o n  w h o  a c t s  

a s  a  p r o m o t e r  f o r  a  c o n t e s t  m a y  n o t  p a r t i c i p a t e  d i r e c t l y  o r  i n d i r e c t l y  

i n  t h e  p u r s e  o r  f e e  o f  a  c o n t e s t a n t  o r  a  c o n t e s t a n t ' s  m a n a g e r .

- 1',*,

( b )  A  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  f o r f e i t s '  a n y

l i c e n s e  h e l d  u n d e r  t h i s  c h a p t e r .

( c )  A n  u n l i c e n s e d  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  i s  
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g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 5 . 0 5 . 2 4 0 .  A C T I N G  W I T H O U T  A  L I C E N S E .  A  p e r s o n  w h o  v i o l a t e s  

A S  0 5 . 0 5 . 1 2 0 ( a )  o r  ( b )  i s  g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

S e c .  0 5 . 0 5 . 2 5 0 .  E N J O I N I N G  U N L I C E N S E D  C O N T E S T .  T h e  a t t o r n e y  

g e n e r a l ,  t h e  c o m m i s s i o n ,  a  c o m m i s s i o n e r ,  t h e  e x e c u t i v e  d i r e c t o r  o r  a  

c o n c e r n e d  p e r s o n  m a y  s e e k  a n  i n j u n c t i o n  t o  p r e v e n t  t h e  c o n d u c t  o f  a  

c o n t e s t  f o r  w h i c h  t h e  n e c e s s a r y  l i c e n s e  h a s  n o t  b e e n  o b t a i n e d .

S e c .  0 5 . 0 5 . 2 6 0 .  S H A M  C O N T E S T .  ( a )  A  p e r s . ' . n  m a y  n o t  c o n d u c t  o r  

p a r t i c i p a t e  i n  a  s h a m  o r  f a l s e  c o n t e s t .

( b )  A  l i c e n s e e  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  s h a l l  b e  p e n a l ­

i z e d  b y  t h e  c o m m i s s i o n  a s  f o l l o w s : \v '"
( 1 )  f o r  a  f i r s t  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  s u s p e n d e d  f o r  a  

m i n i m u m  o f  t h r e e  m o n t h s ,  b e g i n n i n g  f r o m  t h e  d a t e  o f  t h e  s u s p e n s i o n  

o r d e r ;

( 2 )  f o r  a  s e c o n d  o f f e n s e ,  a  l i c e n s e  s h a l l  b e  r e v o k e d  p e r m a ­

n e n t l y .

( c )  A n  u n l i c e n s e d  p e r s o n  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  i s  

g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

( d )  T h e  c o m m i s s i o n  s h a l l  i n s t i t u t e  a c t i o n  t o  e n f o r c e  ( a )  o f  t h i s  

s e c t i o n  w i t h i n  1 0  d a y s  o f  r e c e i p t  o f  n o t i c e  o f  a  p o s s i b l e  v i o l a t i o n .

S e c .  0 5 . 0 5 . 2 7 0 .  E F F E C T  O F  L I C E N S E  S U S P E N S I O N .  ( a )  A  l i c e n s e e  

m a y  n o t  p r o m o t e  o r  p a r t i c i p a t e  i n  a  c o n t e s t  w h e n  t h e  l i c e n s e e ' s  l i ­

c e n s e  i s  s u s p e n d e d .

( b )  A  l i c e n s e e  w h o  v i o l a t e s  ( a )  o f  t h i s  s e c t i o n  f o r f e i t s  t h e  

l i c e n s e .  ■

S e c .  0 5 . 0 5 . 2 8 0 .  E F F E C T  O F  T I C E N S E  F O R F E I T U R E .  A  l i c e n s e  f o r ­

f e i t e d  u n d e r  t h i s  c h a p t e r  i s  c a n c e l l e d  a n d  v o i d .  T h e  l i c e n s e e  i s  

f o r e v e r  i n e l i g i b l e  f o r  a n y  o f  t h e  l i c e n s e s  i s s u e d  b y  t h e  c o m m i s s i o n . . '

S e c .  0 5 . 0 5 . 2 9 0 .  G E N E R A L  P E N A L T Y .  A  p e r s o n  v i o l a t i n g  a  p r o v i s i o n
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o f  t h i s  c h a p t e r  o r  a  r e g u l a t i o n  o f  t h e  c o m m i j t i o n  f o r  w h i c h  n o  p e n a l t y  

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

S e c .  0 5 . 0 5 . 3 0 0 .  I N A P P L I C A B I L I T Y  O F  C H A P T E R .  N o t h i n g  i n  t h i s

c h a p t e r  g i v e s  t h e  c o m m i s s i o n  j u r i s d i c t i o n  o v e r  t h e  a t h l e t i c  p r o g r a m s  

o f  a n y  s c h o o l ,  c o l l e g e  o r  u n i v e r s i t y  o r  a n y  o t h e r  n o n p r o f e s s i o n a l
< . * r  •-

a t h l e t i c  e v e n t s .  ;* -V

S e c .  0 5 . 0 5 . 3 1 0 .  A P P L I C A B I L I T Y  O F  T H E  A D M I N I S T R A T I V E  P R O C E D U R E  

A C T .  T h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  a p p l i e s  t o  r e g u l a ­

t i o n s  a n d  p r o c e e d i n g s  u n d e r  t h i s  c h a p t e r .

S e c .  0 5 . 0 5 . 9 0 0 .  D E F I N I T I O N S .  I n  t h i s  t i t l e  > ; . •

( 1 )  " C A T  s c a n "  m e a n s  a  r o t a t i n g  t h r e e  d i m e n s i o n a l  c o m p u t e r -  

e n h a n c e d  X - r a y  i m a g e ;

( 2 )  " c o m m i s s i o n "  m e a n s  t h e  a t h l e t i c  c o m m i s s i o n  c r e a t e d  i n  

A S  0 5 . 0 5 . 0 5 0 ; \
( 3 )  " c o m m i s s i o n e r "  m e a n s  a  m e m b e r  o f  t h e  a t h l e t i c  c c m m i s -  ' 

s i o n ;  ;  ’ .

( 4 )  " c o n t e s t "  i n c l u d e s  a  p r o f e s s i o n a l  b o x i n g  o r  w r e s t l i n g  

e x h i b i t i o n ,  s p a r r i n g  m a t c h  o r  c o n t e s t  o r  f i g h t ,  m a t c h ,  b o u t  o r  f i g h t ;

( 5 )  " c o n t e s t a n t "  m e a n s  a  p e r s o n  w h o  c o m p e t e s  i n  a  p r o f e s ­

s i o n a l  c o n t e s t ;

( 6 )  " e x e c u t i v e  d i r e c t o r "  m e a n s  t h e  e x e c u t i v e  d i r e c t o r  o f  

t h e  A t h l e t i c  C o m m i s s i o n  c r e a t e d  i n  A S .  0 5 . 0 5 . 0 5 0 ;

( 7 )  ILi n s - p i i c £ M ’"  m e a n s  a  p e r s o n  k n o w l e d g e a b l e  • a b o u t  b o x i n g  

o r  w r e s t l i n g  a n d  q u a l i f i e d  u n d e r  t h e  r e g u l a t i o n s  a d o p t e d  b y  t h e  c o m ­

m i s s i o n  f o r  i n s p e c t o r s ;

( 8 )  " p e r s o n a l  l i c e n s e "  m e a n s  t h e  l i c e n s e  i s s u e d  t o  a  p r o ­

m o t e r ,  c o n t e s t a n t ,  m a n a g e r ,  e x a m i n i n g  p h y s j ^ i a n , a t t e n d i n g  p h y s i c i a n ,  

r e f e r e e ,  j u d g e , ( j o m p i r j p ,  b o o k i n g  a g e n t ,  i n s p e c t o r ,  s p a r r i n g  p a r t n e r ,  

s e c o n d , o r  t r a i n e r ;  ' ' .
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( 9 )  " p r o f e s s i o n a l 1' m e a n s  a  p e r s o n  r e c e i v i n g  m o n e y  o r  o t h e r  

t h i n g  o f  v a l u e  o t h e r  t h a n  a  t r o p h y ,  p l a q u e ,  o r  m e d a l  f o r  p a r t i c i p a t i o n  

i n  a  c o n t e s t ,  a n d  a l s o  m e a n s  t h e  c o n t e s t  i t s e l f ;

( 1 0 )  " p r o m o t e r "  m e a n s  t h e  p e r s o n  p r i m a r i l y  r e s p o n s i b l e  f o r  

t h e  s p o n s o r s h i p ,  o r g a n i z a t i o n  o r  f u r t h e r a n c e  o f  a  c o n t e s t ;

( 1 1 )  " t e l e c a s t "  m e a n s  t h e  t e l e v i s i o n  b r o a d c a s t  o f  a  l i v e  o r  

c u r r e n t  c o n t e s t  o n  a  c l o s e d  c i r c u i t ,  w h e t h e r  o r i g i n a t i n g  i n  t h i s  s t a t e  

o r  n o t ,  f o r  a d m i s s i o n  f e e s ;

( 1 2 )  " t e l e c a s t  l i c e n s e "  m e a n s  t h e  l i c e n s e  i s s u e d  u n d e r  t h i s

c h a p t e r  f o r  a  t e l e c a s t .  •
• »

*  S e c .  2 .  A S  A 3  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  7 7 .  S P O R T S  T A X .

S e c .  A 3 . 7 7 . 0 1 0 .  C O N T E S T  A N D  T E L E C A S T  G R O S S  R E C E I P T S  T A X .  ( a )  A  

t a x  o f  f i v e  p e r c e n t  i s  i m p o s e d  u p o n  t h e  g r o s s  r e c e i p t s  f r o m  a  c o m ­

b a t i v e  s p o r t s  c o n t e s t  a n d  f r o m  t h e  t e l e c a s t  o f  a  c o n t e s t .

( b )  T h e  m i n i m u m  t a x  o b l i g a t i o n  u n d e r  ( a )  o f  t h i s  s e c t i o n  i s  

$ 2 5 . 0 0  f o r  e a c h  c o n t e s t  o r  t e l e c a s t .

S e c .  A 3 . 7 7 . 0 2 0 .  D E P A R T M E N T  O F  R E V E N U E  A U T H O R I T Y .  T h e  D e p a r t m e n t  

o f  R e v e n u e  s h a l l :

( 1 )  c o l l e c t  t h e  t a x  i n  t h i s  c h a p t e r ;

( 2 )  a d o p t  r e g u l a t i o n s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  

o f  t h i s  c h a p t e r .

S e c .  A 3 . 7 7 . 0 3 0 .  P A Y M E N T  O F  T A X .  ( a )  W i t h i n  7 2  h o u r s  a f t e r  a  

c o m b a t i v e  s p o r t s  c o n t e s t  o r  t e l e c a s t ,  t h e  l i c e n s e e  u n d e r  A S  0 5 . 0 5 . 1 2 0  

o r  t h e  p e r s o n  c o n d u c t i n g  t h e  c o n t e s t  o r  t e l e c a s t  s h a l l

( 1 )  f i l e  w i t h  t h e  D e p a r t m e n t  o f  R e v e n u e  t h e  w r i t t e n  r e p o r t  

r e q u i r e d  b y  A S  0 5 . 0 5 . 2 0 0  o r  A S  0 5 . 0 5 . 2 1 0  s h o w i n g  t h e  n u m b e r  o f  t i c k e t s  

s o l d  f o r  t h e  c o n t e s t  o r  t e l e c a s t ,  a s  a p p r o p r i a t e ,  t h e  p r i c e  c h a r g e d ,  

t h e  g r o s s  p r o c e e d s  f r o m  t h e  s a l e ,  a n d  o t h e r  i n f o r m a t i o n  t h e  D e p a r t m e n t
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( 2 )  p a y  t o  t h e  D e p a r t m e n t  o f  R e v e n u e  t h e  t a x  u n d e r  A S  4 3 . ' -

7 7 . 0 1 0

S e c .  4 3 . 7 7 . 0 4 0 .  F A I L U R E  T O  M A K E  R E P O R T  A N D  T A X  P A Y M E N T .  ( a )

T h e  c o m m i s s i o n e r  o f  r e v e n u e  s h a l l  e x a m i n e  t h e  b o o k s  a n d  r e c o r d s  o f  t h e  

p r o m o t e r  o r  t h e  t e l e c a s t  l i c e n s e e  w h e n

( 1 )  a  p r o m o t e r  o r  a  t e l e c a s t  l i c e n s e e  f a i l s  t o  m a k e  a  

r e p o r t  u n d e r  A S  4 3 . 7 7 . 0 3 0 ;

( 2 )  t h e  r e p o r t  i s  u n s a t i s f a c t o r y  t o  t h e  c o m m i s s i o n  o f  t o

t h e  D e p a r t m e n t  o f  R e v e n u e ;  o r

( 3 )  a  p r o m o t e r  o r  a  t e l e c a s t  l i c e n s e e  f a i l s  t o  p a y  t h e  f u l l  

a m o u n t  o f  t h e  t a x e s  d u e  w i t h  t h e  r e p o r t .

( b )  T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  s u b p o e n a  a n d  e x a m i n e  u n d e r  

o a t h  a  l i c e n s e e  a n d  a n y  o t h e r  p e r s o n  c o n s i d e r e d  n e c e s s a r y  t o  d e t e r m i n e  

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

t a x  d u e .

( c )  I f ,  u p o n  t h e  c o m p l e t i o n  o f  t h e  e x a m i n a t i o n ,  i t  i s  d e t e r m i n e d  

t h a t  s o m e  o r  a l l  o f  t h e  t a x  o w e d  t o  t h e  s t a t e  i s  u n p a i d ,  n o t i c e  s h a l l  

b e  s e r v e d  u p o n  t h e  p r o m o t e r  o r  t h e  t e l e c a s t  l i c e n s e e  s t a t i n g  t h e

a m o u n t  o f  t h e  t a x  o w e d .  T h e  t a x e s  s h a l l  b e  p a i d  w i t h i n  2 0  d a y s  o f

r e c e i p t  o f  t h e  n o t i c e .

S e c .  4 3 . 7 7 . 0 5 0 .  P E N A L T Y .  A  p e r s o n  w h o  v i o l a t e s  A S  4 3 , 7 7 . 0 3 0  o r  

A S  4 3 . 7 7 . 0 4 0  i s  g u i l t y  o f  a  c l a s s  B  m i s d e m e a n o r .

l i c e n s e e "  h a v e  t h e  m e a n i n g s  s e t  o u t  i n  A S  0 5 . 0 5 . 9 0 0 .

*  S e c .  3 .  A S  4 4 . 6 2 . 3 3 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d ;

( 5 2 )  A l a s k a  A t h l e t i c  C o m m i s s i o n .

*  S e c .  4 .  A S  4 4 . 6 6 . 0 1 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d ;

S e c .  4 3 . 7 7 . 0 6 0 .  D E F I N I T I O N S .  F o r  p u r p o s e s  o f  t h i s  c h a p t e r ,  t h e

t e r m s  " c o m m i s s i o n " ,  " c o n t e s t " ,  " p r o m o t e r " ,  " t e l e c a s t " ,  a n d  " t e l e c a s t
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( 1 2 )  A l a s k a  A t h l e t i c  C o m m i s s i o n  ( A S  0 5 . 1 0 )  - -  J u n e  3 0 ,  1 9 8 6 .

*  S e c .  5 .  A S  0 5 . 0 5 . 0 1 0  -  0 5 . 0 5 . 0 4 0  a n d  A S  0 5 . 1 0  a r e  r e p e a l e d .  M  •

*  S e c .  6 .  I N I T I A L  T E R M S  O F  A L A S K A  A T H L E T I C  C O M M I S S I O N  ’M E M B E R S .  I n i t i a l

t e r m s  o f  t h e  A l a s k a  A t h l e t i c  C o m m i s s i o n  s h a l l  b e  o n e  y e a r  f o r  t w o  m e m b e r s ,
. • -  •

t w o  y e a r s  f o r  t w o  m e m b e r s ,  a n d  t h r e e  y e a r s  f o r  t h r e e  m e m b e r s .  T h e  g o v e r n o r

s h a l l  s p e c i f y  t h e  i n i t i a l  t e r m  f o r  e a c h  a p p o i n t e e .

*  S e c .  7 .  F I R S T  M E E T I N G .  T h e  g o v e r n o r  s h a l l  c a l l  t h e  f i r s t  m e e t i n g  o f  

t h e  A l a s k a  A t h l e t i c  C o m m i s s i o n  w i t h i n  1 5  d a y s  a f t e r  a p p o i n t m e n t  o f  t h e  

m e m b e r s .  -V v V  .

*  S e c .  8 .  R E G U L A T I O N S .  C o m p r e h e n s i v e  r e g u l a t i o n s  s h a l l  b e  a d o p t e d  b y  

t h e  c o m m i s s i o n  u n d e r  A S  0 5 . 0 5 . 0 8 0  w i t h i n  o n e  y e a r  a f t e r  t h e  e n a c t m e n t  o f  

t h i s  A c t .  jX ^ ~  t a x .  w / \ a \ / \ k ( M e < £

• *•
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(Alaska j § i a f £  ^ g t s l a i u r B
IN TER IM  O FF IC E !

1 0 2 4  W E S T  S IX T H  A V E N U E  
A N C H O R A G E . A L A S K A  0 9 5 0 1  

< 0 0 7 )  2 7 4 - 2 8 4 3  

H O M E  ( 0 0 7 )  2 7 4 -3 1 0 2

IN  SE SS IO N ! 
PO UC H  V  

JU N E A U . ALASKA  9 0 6 1 1  
( 0 0 7 )  4 0 3 . 4 9 4 7

H O U S E  M A J O R I T Y  W H I P

C H A I R M A N
STATE A FFA IRS

M E M B E R
TRANSPORTATION  

LE G IS LA T IV E  C O U N C IL

^2pr£5£itkdiiie ^ x k h  (Aboofr
H O U S E  D I S T R I C T  I t

M E M O R A N D U M

TO: Rep. J oe Hayes, Speaker 

H o u s e  of Represen t a t i v e s

FROM: Rep. M i t c h  Abood, C hairman 

H o u s e  C o m m i t t e e  on State Affairs '

DATE:

SUBJECT:

April 13, 1983 

A t h l e t i c  C o m m ission

In response "to you r  r e q uest to m e  as Chairman of the House Committee on State 

A f f airs c o n c e r n i n g  the A t h l e t i c  Commission, w o u l d  you please find attached a 

memo da t e d  J u l y  30, 1980 f r o m  then Governor J ay H a m mond to Commissioner 

W e b b e r  of the D e p a r t m e n t  of Commerce and Econ o m i c  Development.

I s p ecifically d i rect you r  attention to p a r a graphs 2,3, and 4. After 

e x h austive investigation, my findings do indeed s h o w  there has never been 

a n  E x e c u t i v e  Order gen e r a t e d  b y  the Governor's O ffice to change the Athletic 

Co m m i s s i o n  f r o m  the Governor's O ffice to the a d m i n i s t r a t i o n  of the Department 

of Commerce a nd Economic Development; n or have there b e e n  any official 

t ransfers m a d e  b y  the 12 t h  Legislature.

In addition, n o  sta t u t o r y  revisions have b e e n  p r e p a r e d  on this b y  the 

or c u r r e n t  Legislatures.'X /̂Past
Finally, it w o u l d  a p p e a r  that the transferring of the Athletic Commission 

f r o m  the G o v e rnor's O f f i c e  to the Department of Commerce and Economic 

D e v e l o p m e n t  w i t h o u t  legislative approval is an illegal act.

cc: Represei tative 

Joe M o n t g o m e r y

Te r r y  M a r t i n

E n closure

M'./rlp

- fo o t > k  ^

T f i e y  r/// 4  b K  a s  ^  '/̂
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MEMORANDUM
to: Char les  R. Webber 

Commi ss ioner
Department o f  Commerce and 

Economic Development

f r o m . Jay S. Hammon 
Governor

• c  %State of Alaska
\  • • ;

DATE; , Ju ly  3G, 1980 *
FILE NO: ‘  "

TELEPHONE NO:

s u b j e c t : A t h l e t i c  Commission

Alaska S ta tu te s  0 5 . 0 5 . 0 1 0  -  .0^0 c rea ted  the A th leUp-Commiss ion w i th in  
the O f f i c e  o f  the Governor .  The s t a t u t e  a s s ign s  ttfe'-’ tbmntiss-fon therograms

ing by the A t h l e t i c  Commission o f  par t icPna i^ t^mjSo>^g'15 f t j }E tes ts ,  
s p a r r ing  o r  w r e s t l i n g  matches and f o r  1 icens ing  'o;*^Voups5’oYtU¥iyEVlduaIs 
to conduct boxing c o n t e s t s ,  spa r r ing  o r  w r e s t l i n g  matches. These s t a t u t o r y  
p ro v i s i o n s  o r i g i n a t e d  a t  Sta tehood and have remained i n t a c t  s ince tha t  
t ime.
The A t h l e t i c  Commission has not been funded s ince  FY 77 .  The Commission 
has nevt.. promulgated r u l e s  o r  r e g u la t i o n s  governing a t h l e t i c  programs 
o r  c on t e s t s .  There a re  no records o f  p rev iou s  l i c e n se s  issued by the 

•Commission. P o r t i o n s  o f  the s t a tu t e s  a re  ou tdated  and in need o f  r e v i s i o n .
The members o f  the A t h l e t i c  Commission a re  anxious to comply with t h e i r  
s t a t u t o r y  r e s p o n s i b i l i t i e s  and a re  i n t e r e s t e d  in eva lu a t in g  t h e i r  program 
to  de f t i ie  t h e i r  r o l e  in Alaskan a t h l e t i c s .  Temporary l i c en s ing  forms 
and procedures have been developed by my s t a f f  with the a s s i s t an ce  o f  
the Department o f  Law. These forms should be s u f f i c i e n t  f o r  the Commission 
to  use over the next few months. • . • .
Adequate s t a f f  is necessa ry  to a s s i s t  the Commission in recommending 
r e v i s i o n s  to  the s t a t u t e s ,  promulgating r e g u l a t i o n s ,  and per forming 
t h e i r  l i c en s ing  r e s p o n s i b l i t i e s .  The D iv i s i o n  o f  Occupational L i c e n s i ng 
is  the most a pp r o p r i a t e  l o c a t i on  fo~r^.the^AthLeUx'..Commi ss ionT Although 
oTTIti£n~tr_ansfe7~cannot  be made^without l e g i s l a t i v e  approval*, I'-arfr' 
request  ing tha t  Occupa^lona 1 Licensing^assume''th'e“ st ‘a f  fare'sporrS i b i 1 i t y  
to~a s s i s t - ! t he~Tomm T ss log, J iu jg y  a _Tua_tThg~a n d j r e v f  s i  r ig - the i r '  prog ram “arid 

-pe r f  tffmTng*~the i r l i c e n s in g  and r e g u la t o ry  respons TBTT ftrres7 "'''0 f f  I c i a  I 
t r a n s f e r  wi l l  be made dur ing the f i r s t  sess ion  o f  the Tv-j.l-f t h  S ta te  _J~~

— LE’tfl s 1 at irrs By t x e cu t i v e  u rd e r  o r ,  i f  s t a t u t e  r e v i s i o n s  a re  p repared ,  by
— 1 eg I-s-1 a t ion“ ------------------------------------ --------------------- ------------------------- ---------------1 *• •

Appointments to f i l l  the two vacancies on the Commission wi l l  be made as 
soon as p o s s ib l e .  ; * •*

AUG •'.1
_ ATE Of ALASKA 
£Pn cl?MENT 0F COMMERCE Alii) ECONOMIC OcVELÔ McMf

I A ' f u  .



Char les  R. Webber - 2 -  j ui y 3 0 , 1 3 8O
Commissioner *

Should you f in d  tha t  add i t i o n a l  funds a r e  necessary  f o r  the A th l e t i c  
Commission f o r  t r a v e l ,  per  diem, o r  o t h e r  expenses , contingency funds 
may be a v a i l a b l e  f o r  the remainder o f  FY 81 .  Occupat iona l L icensing 
shou ld  inc lude the A t h l e t i c  Commission in p repa ra t i o n  o f  t h e i r  FY 82 
budget r eques t .  •'
Thank you f o r  y ou r  a s s i s t a n c e  and c o op e r a t i o n .  *-• ." " J "

cc: V ick i  dayman ,  Spec ia l  A ss i s tan t
Boards and Commissions 
O f f i c e  o f  the Governor
Ke i th  Specking,  L e g i s l a t i v e  A s s i s t a n t  
O f f i c e  o f  the Governor '
Rod Mourant, D i r e c t o r  o f  A dm in i s t r a t iv e  Se rv ices  
O f . . c e  o f  the Governor
Har ry T raege r ,  D i r e c t o r
D iv i s i o n  o f  Occupatinal L icensing
D iv i s i o n  o f  Commerce and Economic Development
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L i t t l e  C o n c e r n
With boxing’s ills under fresh public scrutiny, new research on brain 
damage in experienced fighters suggests a road to medical reform

by Robert H. Boyle and Wilmer Ames

. . .  Sec. all the brains arc in a sort o f  cup, 
and after you get hit a few times it shakes 
them out o f  that cup. When they give you 
smelling salts it pulls them back into the cup.
It's w hen the brains get shook up and run to­
gether that you gel punch-drunk.

— Sonny L iston

. . .  I don 'l want to be one o f  them old [ re­
tired] fighters with a flat nose saying 'dull- 
dull-dull' before a fight.
— Muhammad A li. announcing his with­

drawal front boxing on Dec. 12. '981

I f  a bi \cr ever went us batty as Nijinsky, all 
the wowsers in the world would he screaming 
''puncli-drunk." Well, who hit Nijinsky?
And why isn't there a campaign against 
ballet?

— A.I. LlcnUNG. "The Sweet Science"

T he death o f  Korean boxer Duk Koo 
K im  last fa ll aroused yet another ery 

fo r the reform  o r  abolition o f prizefight­
ing in the U .S . H a lf a dozen times over 
the past 50 years a fatality has prompted 
a like reaction— in editoria ls o r in C on ­
gressional hearings— but the result has 
been nil. C erta in ly reform  is needed, but 
no amount o f  it w ill elim inate death in 
the ring. As long as there ’s boxing, there 
will be fatalities. Boxers die from  acute 
brain trauma, caused either by a blow (o r 
blows) to the head o r. sometimes, a heavy 
fa ll to the canvas. The brain is like so 
much je lly  suspended in a bucket, and 
when you strike the bucket sharply, the

bra in inside accelerates, tw ists and 
bumps around. In a knockout, which is 
technically a concussion, the force o f  a 
punch, transmitted to the brainstem , t 
causes the fighter to lose consciousness.
A KO  is considered an acute in ju ry , but 
it's relatively mild compared to what 
happens i f  the ja rred  brain ruptures the 
blood vessels that surround it. Then a he­
matoma (a massive buildup o f  b lood ) oc ­
curs in the narrow space between the rig­
id skull arid the soft brain. As it expands, 
the hematoma simply squeezes the brain 
to death. There has been no dispute 
about that fo r 50 years.

But no one can predict when a punch 
will cause a knockout o r a killing hemato-

cominued
Murk Pacheco gets u brain scan. IIclow, lie gels 
helled In ii flyweight houl in Las Vegas In '81 .
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weight named M a rk  Pacheco were 
brought together by S I fo r neurological 
exam inations at Q u a rry ’s ru ra l training 
camp north  o f  Los Angeles. Q uarry , 37 , 
retired in 1977 a fte r 63 p o frssiona l 
fights. Beaten by A li in 1970 and ’ 72, he 
was the last white heavyweight to make a 
serious championship bid until G e rry  
Cooney challenged La rry  Holmes last 
year. But Q uarry  wants to come out o f  re ­
tirement; he has reported ly agreed to 
fight again in June. C obb , 28 , has s rec­
o rd o f  2 0 -3 . Last yea r he earned a mea­
sure o f  fam e when, courageous but in ­
competent, he lost to  Holmes in a W B C  
title bout. He took such a bad drubbing 
that a dismayed Howard C ose ll, who an ­
nounced the fight fo r  A BC -TV , declared 
he’d never broadcast a professional box­
ing match again. Pacheco, 23, isn ’t a cele­
brated fighter. W ith a record o f  11 - 1 1 - I ,  
he’s one o f  those unsung battlers who hit 
and get hit on undercards in cities like 
Portland , O re . and Sacramento. But Pa­
checo has become a m inor notable be­
cause o f  two defeats. He was T K O ’d in 
Portland in May 1982 and denied a li ­
cense, on medical grounds, to fight in O r ­
egon again fo r  45 days. But he had a bout 
43 days iatcr in N ew  York , and he was 
agdin T K O ’d. In the current round o f  
Congressional hearings on boxing, which 
began a fte r Kim's death and the JA M A  
editoria ls and reports, the Pacheco case 
has been cited as evidence o f  the sport’s 
inadequate medical supervision.

A ll three men signed releases waiving 
their rights to medical privacy, and Q uar­
ry and C obb  were confident that nothing 
would be found amiss. The three were

examined by D r . Ira  Casson o f  
New  York , a board-certified 
neurologist at Long Island Jew­
ish Medical C ente r who was 
acting as a consultant to S ports 
I llustra ted . A dm itted ly , this 
trio  doesn’ t constitute a scien­
tific sample. But recent re ­
search published by Casson and 
others indicates that the degree 
o f  a boxer’s brain impairment 
can, as a rule, be related to the 
number o f  bouts he has fought.
This indeed proved to be the 
case with two o f  ou r subjects, as 
will be shown. But none o f  the 
three are at this point in their 
lives punch-drunk.

In May 1928, D r. Harrison 
Martland, a New Jersey pathol­
ogist, delivered a landmark pa­
per at the New Y o rk  Academy 
o f  Medicine. Using punch- 
drunk as a fo rm al term fo r  the first time, 
Martland said that its early signs were 
well recognized by the fans and prom ot­
ers. They also re ferred to these boxers, he 
said, as “ goofy,”  “ cuckoo ," “ slug nutty" 
and "cutting paper d o lls ."

“ Punch drunk most often affects box­
ers o f  the slugging type, who arc usually 
poor boxers and who take considerable 
head punishment, seeking on ly to land a 
knockout b low ," M artland reported. “ It 
is a lso common in second-rate fighters 
used fo r  training purposes, who may be 
knocked down several times a day.”  E ar­
ly symptoms, he said, usually appeared in 
the extremities, fo r  example, as a slight

Losses like (his, to Frazier in 74, may afTect Quarry later.

unsteadiness in gait, and in some cases 
periods o f  slight mental confusion oc ­
curred. In more advanced cases, there 
was a general slow ing down in muscular 
movement, “ a peculiar mental attitude 
characterized by hesitancy in speech, 
tremors o f  the hands and nodding m ove­
ments o f  the head ," In severe cases, 
symptoms included a peculiar tilting o f  
the head, a staggering gait, “ the facial 
characteristics o f  the Parkinson ’s syn­
d rom e,”  backward swaying o f  the body, 
tremors and “ marked mental deterio ra ­
tion ”  that sometimes required com m it­
ment to an asylum. Martland estimated 
that almost 50%  o f  veteran professional 
boxers had the condition in either severe 
o r  mild form s.

Martland said, " I  am o f  the opin ion 
that in punch drunk there is a very defi­
nite brain in jury due to a single o r repeat­
ed blows on the head o r jaw  which cause 
multip le concussion hemorrhages in the 
deeper portions o f  the cerebrum .”  About 
this pathology he was wrong, because he 
had no scientific data and could on ly 
speculate on the basis o f  his study o f  peo­
ple who had died from  random head in ­
ju ries . He admitted that his theory 
cou ldn ’ t then be proved, yet he fe lt com ­
pelled to report it because “ the cond ition

continued

Dr. Casson used a rubber hammer to show that 
Quarry's reflexes—and his chin—are still sound.
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can no longer be ignored by the medical 
profession o r  the pub lic ." Accord ing ly, 
he called it “ the duty o f  ou r profession to 
establish the existence o r nonexistence o f 
punch drunk by preparing accurate sta­
tistical data as to its incidence, care­
fu l neurologic examinations o f  fighters 
thought to be punch drunk and carefu l 
histologic exam inations o f  brains o f  
those who have died with symptoms.”

M artland ended his paper by quoting 
Gene Tunney on his retirement a fte r his 
second heavyweight championship fight 
with Jack Dempsey the year before. 
W h ile  training fo r  the fight, Tunney had 
been hit hard by a sparring partner and 
suffered amnesia. Tunney said later that 
he didn ’ t know who he was fo r 48 hours 
and that it was not until the seventh 
round o f  the Dempsey fight that he felt 
entire ly normal. M artland quoted Tun­
ney as concluding, "F rom  that incident 
was born my desire to quit the ring fo re v ­
er, the first opportun ity that presented it­
self. . . .  But most o f  a ll I wanted to leave 
the game that had threatened my sanity 
before I met with an accident in a real 
fight with six-ounce gloves that would 
permanently in jure my b ra in ."

Though it made fu rther study o f 
the punch-drunk condition respectable 
among medical researchers, M artland ’s 
technical paper did little to alter the per­
ception o f  the condition in the public 
m ind, the sport o r the press. Most p ro ­
moters, writers and ringside physicians 
continued to discount it. Yes, they 
agreed, there was such a thing as a boxer 
becoming punchy, and it probab ly hap­
pened to more than a few, but it could 
not oe accurately diagnosed and there­
fore was not a matter o f  serious concern.

Besides, it was not unusual fo r boxers, 
especially aging form er fighters, to drink 
too much, to take pills, to eat poorly an, 
generally not to take care o f  themselves. 
Some were said to have contracted syphi­
lis, which in advanced cases can attack 
the brain. In any case, most people in the 
fight business attributed punch-drunk 
symptoms solely to causes unrelated to 
boxing. To do otherwise was to launch an 
attack on the sweet science. As fo r  the 
boxers themselves, the ones who seemed 
punch-drunk denied it; the others didn ’t 
care to talk about it. One fighter, Slapsie 
Maxie Rosenbloom . had it both ways: He 
made a career in show business spoofing 
the punch-drunk myth (b ox , page 56).
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Ft  50 years a fte r M artland, the best 
medical research on the punch-drunk 
syndrome was done in England, which 
has a rich prizefighting tradition. In the 
heyday o f  the sport early in this century, 
novice boxers and fading pros used to 
fight in booths at fa irs, taking on a ll com ­
ers in unsupervised bouts and receiving 

•a ll kinds o f  punishment fo r  little money. 
There were a great many organized fights 
as well. Th irty -year careers in the ring 
were not uncommon.

In 1957 an eminent neurologist named 
M acDonald C ritch ley reported in the 
British M ed ica l Jo u rn a l that he had ex­
amined 69 cases o f  chronic neurolog i­
cal disease in boxers and that “ many 
o f  these— perhaps the great m ajo rity—  
should be looked upon as examples o f  
punch-drunkenness, e ither early o r  well 
established.”  Like Martland, he found 
the symptoms more common among p ro ­
fessionals than amateurs, in sluggers than 
in more stylish boxers and “ in the sec­
ond-rate o r third-rate performers than in 
the intelligent scientific exponent with a 
championship title .”  He also concluded 
that "the sum total o f  contests is Im p o r­
tant, as well as the number o f  occasions 
upon which the boxers have been ren­
dered unconscious."

Focusing on 21 patients, C ritch ley 
found that on the average punch-drunk- 
enness developed 16 years after a boxer 
began his career. " O f  great interest, 
pathological as well as practical, is the 
fact that this traumatic encephalopathy 
is a progressive cond ition ," he wrote. 
"Once established, it not on ly  docs not 
permit reversib ility , but it o rd inarily  ad­
vances steadily. This is the case even 
though the boxer has retired from  the 
ring and repeated cranial traumas are at 
an end.”  C ritch ley went on to note that a 
victim usually showed little insight into 
his deteriorating condition even though 
his speech and thought became progres­
sively slower and his memory lapsed. 
“ There may be mood-swings, intense 
irritab ility , and sometimes truculence 
leading to uninhibited vio lent behavior. 
Simple fatuous cheerfulness is, however, 
the commonest prevailing mood, though 
sometimes there is depression with a 
paranoid co louring ."

In 1959 an editoria l in the British med­
ical jou rn a l The Lancet concluded, “ The 
medical case against boxing is now so 
strong that we have a c lear duty to fight

continued



fo r its to ta l abo lition ." But in the U .S . 
medical opinion was divided, and ap­
peals fo r  the banning o f  the sport were 
considered ill-founded and fanatical. A 
study released by D rs . H arry  A. Kap lan 
and JefTerson B row der in 1954 had taken 
the steam out o f  the reform  movement. 
The researchers had given 1,043 boxers 
electroencephalograms (EEG s), 2  test 
that records patterns o f  e lectrical activity 
in the surface aspects o f the brain. K ap ­
lan and Browder could find nothing 
wrong in the EEGs o f  boxers. Sluggers 
who were hit often tested no worse than 
skillfu l fighters, although those with low ­
e r ring ratings tended to have "d isorga­
nized" EEG s more frequently . The study 
noled that derogatory remarks about 
punch-drunk boxers were prevalent, bet 
that this was o n ly  “ popu lar theory ." 
Martland, they said, had no documentary 
evidence such as theirs. The punch- 
drunk probab ly w ou ld  have suffered the 
same fate had he never boxed at a ll. K ap ­
lan said that he had served as a ringside 
physician fo r three years and that his 
slow -motion film s showed that most 
blows in the ring missed their mark. N ot 
surprisingly, defenders o f  boxirut still cite 
this study, though subsequent research 
has proved that the EEG doesn ’t re liab ly 
measure the type o f  brain damage that 
would resu lt in punch-drunkenncss.

The consensus o f  American medical 
opinion in the late ’ 50s, at the time o f  The 
Lancet editoria l, cou ld  be summed up in 
the w ords o f D r. Ira  M cCown, medical 
d irector o f  the N ew  York A thletic C om ­
mission, who wrote in a research paper in 
1959 that the notion o f punch-drunk was 
a “ medical clichd with which to label any

boxer whose performance and behavior 
in o r out o f  the ring is unsatisfactory o r 
abno rm a l."

A series o f  conspicuous fight deaths in 
the early  '60s brought renewed medical 
attention to  boxing. In the spring o f  1960 
Charlie M ohr, a middleweight from  the 
University o f  W isconsin , died o f  a hema­
toma he suffered while defending his 
N C A A  championship in Madison, W is. 
M ohr was wearing headgear. An over­
hand right to his padd .d left temple lite r­
a lly propelled his brain against the other 
side o f  his sku ll, where the fatal damage 
occurred. His death led to the banning o f  
boxing as an intercollegiate sport, but the 
controversy over the circumstances con­
tinues. The ed ito r o f  Ring magazine 
claimed earlier this year that M ohr had 
gone in to the ring with an aneurysm , a 
cerebral b lood vessel waiting to burst. 
But this charge is hotly disputed by the 
neurosurgeon who operated on Mohr,

and he was the on ly  man to examine 
M ohr’s brain.

In 1962 the professional boxing world 
was shocked by the death o f  Benny (K id ) 
Paret in a welterweight title bout with 
Em ile G riffith . Paret had been knocked 
out twice in the previous year --dem on­
strating, in the view o f  some observers, a

Cobb would rather rorgel his shellacking by 
Holmes last tall, but in this test he showed he 
could draw geometric shapes from memory.

Boxing continued

serious inability to defend himself. That 
wasn’t a big consideration; Paret was 
known fo r being able to absorb punish­
ment. Significantly, he had taken a pre­
fight EEG  and had been found normal.

Davey M oore , a fo rm er flyweight 
champ, was killed in a Los Angeles bout 
in 1963. M oore , too, had taken and 
passed an EEG , but he apparently lied to 
the Ca lifo rn ia  authorities about other 
health problems. It was c lear that the 
medical supervision o f  boxing was super­
ficial and, thanks to disparate standards 
among state commissions, gravely incon­
sistent. Some boxers were fighting in d if­
fe re d  states under different names; com ­
missions had little knowledge o f  medical 
histories. But the very lack o f  data and 
the paucity o f  long-term research dis­
suaded most doctors from  pressing fo r re ­
fo rm . Boxing, after a ll, was a popular and 
powerfu l industry.

A 1962 JA M A  report asked fo r  up-



graded safety standards and more tho r­
ough medical exams in boxing. It a lso 
called fo r  experimentation with "less 
padding in the gloves so that the threat o f  
damage to the hands w ill inhibit the pow ­
e r o f  b low s.”  A t the time, eight-ounce 
gloves were in general use, as they are to ­
day. Compered w ith the six-ounce gloves 
used early  11 this century, they reduced 
hand in juries and fac ia l cuts, but they a l­
lowed boxers to punch each other harder 
in the head.

Meanwhile, in B rita in , research on the 
punch-drunk syndrome continued. A  
book-length study completed by D r. 
A .H . Roberts in 1969 established the 
cond ition  as a statistical reality . Roberts 
exam ined 224 men random ly selected 
from  among 16,781 who had registered 
as p ro  fighters. A ll were retired. Seven­
teen percent had hard evidence o f  brain 
damage, in the fo rm  o f  d rooling , slurring, 
unsteady gait a n d /o r  memory loss. An 
unspecified number o f  others showed 
"d istu rbed neurological function ." R ob ­
erts ’ statistics a lso indicated that the 
longer a boxer's career had been, the 
m ore like ly  he was to have conspicuous 
punch-drunk symptoms.

In  the same year a psychiatrist named 
John Johnson reported on the psycholog­
ical p rob lcn “ o f  fo rm er fighters in the 
B ritish  Jou rn a l o f  Psychiatry. Johnson 
found that 16 o f  the 17 subjects he exam ­
ined were suffering from  one o r more o f  
the fo llow ing c linical conditions: chronic 
amnesia, m orbid iealousv undue n e e  re- 
actions o r outright psychosis. Using a ir 
(•nrcpf]nlnpmnhv n trrhn im ic_ llm l nrp- 
duces an X  niv a fte r air is injected into 
ihe brain . Johnson also found a pattern 
o f  cerebral atrophy in 10 o f  the 17. It had 
long been known that brain tissue doesn't 
regenerate, that damaged brain cells are 
lost fo reve r. M ore than h a lf the men in 
the sample, in o ther words, were missing 
brain tissue. Johnson was interested in 
the charge that punch-drunk fighters had 
drinking problems. A lcoholism , like se­
n ility , can cause loss o f brain cells and 
evoke psychological disturbances sim ilar 
to the ones he studied, but Johnson 
maintained that the patterns o f  damage 
in his a ir encephalograms o f  boxers were 
never seen in alcoholics.

In 1973 came the most important 
study to date, when the brains o f  punch- 
drunk fighters were examined in physical 
detail. D r . J .A .N . Corsellis, a neuropath­
ologist, and his colleagues in England

continued
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perform ed autopsies on the V a in s o f - I n ­
fo rm e r fighters who had died o f  natural 
causes. Friends and fam ily m em ber; had 
p rovided accounts o f  the boxers’ cond i­
tions in later life, from  which Corsellis 
had determ ined that they had been 
punch-drunk. The autopsies revealed a 
striking pattern o f cerebral a trophy in 14 
o f  the 15. Though the researchers said 
that medical controls in boxing had p rob ­
ably improved since their fighters were 
active, they warned: “ . . .  there is still the 
danger that, at an unpredictable moment 
and fo r  an unknown reason, one o r more 
blows w ill leave their mark. The destruc­
tion o f  cerebral tissue w ill have then be­
gun and although this w ill usually be 
slight enough in the early stage to be un­
detectable, it may build up, i f  the boxing 
continues, until it becomes c lin ica lly evi­
dent. A t this point, however, it cou ld a l­
ready be too late ”

The abnormalities and atrophy C o r-

Sellis found were located deep in the m id­
dle o f  the brain, around the septum pellu- 
cidum (i llu stra tions, pages 62 -63 ), and 
a lso in the cerebellum , the outer section 
close to the back o f  the head. The cere­
be lla r structures regulate muscular c oo r­
d ination and balance. A  person with 
damage here may slur his speech o r may 
appear to stagger— “ walk on his heels," 
in ring parlance. The deep m idline re ­
gions help regulate short-term  memory. 
Forgetfulness may occur i f  a person has 
lost tissue here. The conspicuous h a ll­
marks o f  this damage arc abnorm ally en­
larged ventricles, the ventricles being the 
brain vessels filled with spinal fluid. They 
expand to fill the space left by the tissue 
atrophying around them. A  more critical 
finding is a cavum septum pellucidum—  
lite ra lly , a cave in the septum. The 
ja rrin g  from  cumulative punches may 
eventually cause the septum to pull apart, 
leaving a tunnel-like hole two to eight

m illimeters wide between the ventricles.
In  the 1970s came the introduction o f  

the too l that has revolutionized the medi­
cal literature on boxing. This is the CAT 
scan ^computerized axial tomography), a 
highly advanced fo rm  o f X  ray. W ith it, 
abnormalities in the brain can now be 
observed as they develop and before they 
result in symptoms. W ith in the past year 
three independent studies utilizing CAT 
scans have come to sim ilar conclusions 
about chronic brain impairment among 
boxers.

The first was published in February 
1982, in the British Jou rn a l o J  N eu ro l­
ogy, N eu rosurgery  and Psychiatry . In 
this study Casson and other specialists 
performed detailed neurological exam i­
nations, EEGs and CAT scans on nine 
professional boxers in New York  shortly 
a fte r they’d been knocked out in a bout 
and on a 10th boxer who had been 
stopped on a T K O . The 10 boxers, who
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Maxic couldn't cufT Olln trountl In this 'J4 title fight.

H o w  Punchy Was 
Slapsie Maxie?

The most frequently cited defense o f boxing is 
that it gives poor kids an opportunity to better 
themselves, to light their way out o f the ghet­
to. In the U.S. today that applies primarily to 
blacks and Hispanica, but in the old days the 
disadvantaged young fighters tended to be Eu­
ropean immigrants' sons— Irish, Italian, Jew­
ish. They were the scrappers reared in the ten­
ements o f the turn of the century. Slap- 
sie Maxic Rosenbloon, a light-heavyweig'it

champion in the early 1930s, was one. 
Born in New York in 1904, Maxic started 
boxing at the age o f 12, not long after being 
released from the Hawthorne Reform 
Home for Jewish Boys. He’d been parked 
there for 13 months for hitting a teacher 
and knocking out two o f her teeth. Soon 
thereafter his mother enrolled him in bal­
let school, but that only made him more 
pugnacious because the other kids on the 
street called him a ballerina. Maxic later 
claimed that it was George Raft, the future 
Hollywood actor but then just another 
neighborhood pal, who steered him from 
ballet to a better use o f his skills in the ring.

From the beginning Roscnbloom was 
an eccentric fighter. He r/ever trained very 
much. He gambled and ran around, and he 
would get into shape by "dancing" in the 
gym. But he became nn excellent defen­
sive boxer— hard to hit. His offense con­
sisted o f open-handed cuffs, delivered in 
startling flurries, and crazy-legged foot­
work. He confused his opponents and 
wore them down. Roscnbloom had several 
hundred fights as an amateur, winning the 
New York State light-heavywelght crown 

in 1930. Damon Runyon, then a sportswriter, 
dubbed him Slapsie Maxic soon after he 
turned pro in 1923. On June 25,1930, the 25- 
year-old Rosenbloom won the world lighl- 
licavyweight title by outpointing Jimmy Slat­
tery in 15 bloody rounds. By then he'd discov­
ered he could make people laugh with his 
parody o f the punch-drunk boxer, the happy- 
sad staggering figure that fight fans knew so 
wcil. That Maxic. they’d say as they watched

him prance and joke in the gym, what a card.
Roscnbloom's reign as light-hcavywcight 

champ ended in November 1934 when he lost 
to Bob Olin, but he continued to fight until 
1939. He can't be said to have been a great 
champion. In 289 professional bouts— a stu­
pendous number— he scored only 18 knock­
outs. He utterly lacked a killer instinct. Once a 
referee was about to award him a TKO  be­
cause his opponent had a badly cut car, but 
Rosenbloom told the ref no, don't stop it, I 
just won’t hit the guy in the head anymore. He 
always liked to go the distance.

The Hollywood film crowd fell in love with 
Maxie. In 1933, while still champion, he ap­
peared in his first feature, nnd for the next 25 
years be was os active as a chaructcr actor as 
he'd been as a fighter. In more than 60 movies 
he usually played one o f two parts— if he 
wasn’t a boxer, he was invariubly the comic 
tough guy, the B-movie gangster, saying 
"desc," “ dem" and "dose”  in his h ’. ivy New 
York accent nnd getting into trouble with his 
punchy foolishness.

For a while he hnd his own nightclub in 
Los Angeles, Slapsie-Maxie’s. When he got 
up on stage, rocking back on his heels, he'd 
slur his trademark opening line—" I never 
liked to hit very hard"—nnd the audience 
would break up. He hud a gift for the addled 
malapropism: "Waitress, I ’ll have a sic ik 
sandwich."

"How would you like it?"
"Well-to-do, please."
He used gag writers, but he could ad-lib. 

too. Countless columnists, knowing Maxie to 
be a reliable source o f funny material, inter-

continued
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came frcm  a ll weight divisions, were 
from  20  to 31 years o ld . CAT scans 
showed that five o f  the boxers had cere­
bral atrophy. “ W e were surprised by 
[these] findings [in ] active boxers," Cas­
son and colleagues reported. Three fight­
ers who had become champions all 
showed signs o f  brain damage. A fourth  
boxer, w ho was top -ran l ed, had a normal 
scan, but he was the only boxer in the se­
ries with an organic mental syndrome—  
memory loss and confusion. Further 
analysis revealed that the number o f  
bouts was probab ly o f critical im por­
tance. O f  the five fighter*, with 20  o r 
more fights, fou r had cerebral atrophy; o f  
the five fighters with fewer than 12 fights, 
only one did. The CAT scan o f  one fight­
er, whom  Casson characterized as a 
"slugger,”  showed a cavum septum pellu- 
cidum, and he’d had more fighvs than any 
o f  the others. "Since none o f  the boxers 
had been knocked out more than two

SLAPS IE  MAXIE continued

viewed him to find out which sweet thing he 
wanted to marry next or how much he’d lost 
at the track.

Maxie was always "on,”  always in charac­
ter. whether lie was performing or not. A few 
people began to suspect that it was more than 
an act. I f  you didn't know Maxic, you'd have 
certified him as punch-drunk, because he so 
looked the part. He had a swollen left ear ant! 
a splayed nose. He was jealous o f Max Daer, 
another fightcr-actor who did a routine with 
him, becuuse Baer hnd bushy eyebrows while 
Maxic hud only adhesions where stitches hud 
been His slurring and unsteadiness grew 
more pronounced, though his friends main­
tained until the end that it was all an exagger­
ation, as it had been in the beginning.

Though lie was out o f show business by the 
lute '50s. Maxie was still a minor celebrity at 
the corner o f Hollywood and Vine, not for 
from the residential hotel where he lived for 
25 years, mostly alone. In 1968, while leaving 
the hotel one night, he was mugged and ap­
parently hit on the head with a pipe. Though 
he recovered after being hospitalized, within 
a year he lost his benrings altogether.

In January 1972, with Muxie’s relatives no­
where to be seen, a Los Angeles court ap­
pointed the executive director o f the Motion 
Picture Fund to be his guardian. Two weeks 
earlier, the court papers show, "the alleged in­
competent,”  then 67 years old, had been com­
mitted to the Braewood Sanitarium in South 
Pasadena. His friends from show business and 
sports would come to visit Maxic. at least for

times in their careers," the researchers 
concluded, "a  cumulative eflect o f  m ulti­
ple subconcussive head blows is the most 
likely cu lp rit.”

Last N ov em be r in The Lancet, 
D r. M. Kaste and a team o f physicians at 
the University o f  Helsinki reported on 14 
boxers (six professionals and eight ama­
teurs) who had been Finnish, Scandina­
vian o r European champions. Using 
EEGs and CAT scans, the physicians 
found brain in ju ry in fou r o f  six profes­
sionals and in fou r o f  eight amateurs.

F ina lly , in the controversial JA M A  is­
sue o f  last January, D r . Ronald J. Ross, a 
C leveland radiologist, and colleagues 
published a paper that agreed with the 
key finding o f  Casson and Kaste: the 
more bouts, the worse the CAT scan. 
Their study involved 40  boxers, on ly  two 
o f  them still active. Thirty-eight had 
CAT scans, and 24 had a complete neu­
rological exam ination. "The number o f

the first few years, until he began failing to 
recognize them. Even so, he was able to get 
o ff one more good line: A friend brought in a 
former boxer to see Maxic—the two had 
fought exhibitions in the Pacific during the 
war. Maxic didn't know who the man was. 
"Maxie," the fighter protested, "you remem­
ber New Caledonia, don't you?" Maxic still 
looked blank but shot back. " I don’t even re­
member old Caledonia." According to his 
death certificate, he expired on March 6,1976 
o f henn failure ubctted by influenza and Pag­
et's disease, a degenerative bone condition— 
none o f which, presumably, disturbed his twi­
light o f demented contentment.

Although the obituaries reported Roscn- 
bloom's doctor's assertion that Maxic’s de­
cline was attributable to the head blows from 
h.s numerous fights, sports columnists disput­
ed this. John Hall in The Los Angeles Times'. 
“ Tite doctors said he look loo many punches 
and there was 'u good deal o f damage to his 
brain.’ That’s got to be a lie. Nobody ever hit 
Maxic. He slapped and slipped nnd danced. 
But he looked as if he'd been hit. The twisted 
nose was smashed all over his magnificent 
face."

Red Smith in The New York Times'. "The 
obituaries said his condition wus the result o f 
taking loo many punches. Nonsense. Plenty 
o f wives lt.kc more punches than Max ever 
did. nnd buty several husbands."

To this day most o f the people who knew 
Roscnbloom arc vehement on this subject. 
“ Arc you crazy?" says Everett Sanders, a fo r­
mer California boxing commissioner, now 88. 
“ I knew Maxie like a son. Maxic Roscnbloom

bouts fought was significantly related to 
the presence o r absence o f  ventricular 
en largement." w rote the researchers. 
M oreover, “ Patients with abnormal find­
ings on CAT exam ination did havem 'ore 
frequent neurological symptoms and ab­
normal neurological findings.”

In the same issue with the Ross study 
was a report by a scientific council 
form ed by the AM A to summarize w'hat 
was known about brain in juries and 
deaths in boxing. (A lthough the report 
cited the literatu re on chronic injuries, 
the council was form ed prim arily  as a re­
action to C lassen’s death. Classen, a m id­
dleweight, had been knocked out twice in 
the eight months before his fatal fight, . 
p roving that little had changed in the 
medical regulation o f  boxing since Par- 
e t’s death 17 years before. K im ’s death 
occurred as »he council was completing 
its w ork.) The council did not recom ­
mend a ban on boxing, although two pas-

continued

Maxie, sporting square-barreled guns, appeared 
w ith llacr in "Sklpalong Roscnbloom'' In I9SI.

wus never punch-drunk. Not at a ll." Sanders 
and oilicrs maintain that lie showed only the 
effects o f premature uging and that the rest 
was a gag. "He went senile, not punchy,”  says 
Sammy Lewis, a nightclub partner o f Maxie’s. 
“ But later in life," Lewis adds, " i f  you take 
those punches, something’s got to give."

Dr. Robert Kcrlun, a sports physiciarj who 
knew Rosenbloom slightly, has perhaps a 
more balanced opinion. "He had the classic 
slurring, the cauliflower cars, (he scar tissue," 
Kcrlan says. "He was the prototype o f the 
punch-drunk fighter. But the real punch- 
drunk boxers arc a far cry from what Maxic 
was. Believe me. I ’ve seen them and they’ re 
far worse. But Maxic just exaggerated what­
ever tendencies he had in that direction."

- Jeff W heelwright
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sionate editorials in the front o f  the jo u r ­
nal did so. Instead the council called fo ra  
national registry o f  boxers' records and 
medical histories, more training fo r  ring 
personnel and standardized safety regu­
lations among state and local commis­
sions. Responding to the JA M A  in itia­
tive. Congress has once more held hear­
ings and proposed legislation to create a 
federal boxing commission.

Q .sson , meanwhile, says that he has 
now seen examples o f  cavum septum pel- 
lucidum on the CAT scans o f  eight pro 
boxers. It's disquieting that five o f  the 
eight are fo rm er world champions and 
two others were top-ranked. Champion 
fighters stay on their feet in the ring; they 
can take a punch. The question is, how 
much w ill they have to pay fo r that dura­
bility later in life?

that found  on A li ’s scan 
shows up in 50%  o f  boxers 
with more than 20 bouts— a 
percentage far higher than in 
the general population, and 
that, by other criteria, these 
same boxers often show evi­
dence o f  brain impairment.
The cavum abnorm ality is 
found fou r times as frequently 
in boxers as in non-boxers.

As fa r back as 1976. D r.
Ferdie Pacheco, a general 
practitioner who has known 
A li since 1962. warned him 
that he should retire from  the 
ring to avoid brain and kidney damage. 
In 1977, Pacheco quit working A li ’s co r­
ner. " I f  you spent 20 years in boxing and 
an equal amount o f  time in medicine, you 
could see brain in jury ceming up," Pa­
checo says. “ He took some mammoth 
beatings. There were the fights with F ra ­
zier. Foreman and N orton , to say noth­
ing o f  all the sparring with Larry  Holmes 
and Michael Dokes. Holmes and Dokes 
were not ord inary sparring partners. 
They ’ re now heavyweight champions o f 
the w orld . A moron could add up the pic­
ture o f  impending brain damage, and 1 
urged him to quit because I didn't think it 
would be wonderful to have the most jo y ­
fu l. talented guy in the world stumbling 
around and mumbling to himself. But lie 
was the one who wanted to stay on stage. 
The on ly  role he knew was being champi­
on. I ’d just as soon have been w rong."

At the time o f  his first warnings. Pa­
checo was unheeded— understandably, 
perhaps, because he had no data, no hard 
proof. But in A pril o f  1980, after Ali an­

Roxing M.D. Campbell calls CAT-scan findings "shadowy"

nounced that he was returning to the ring 
after a 10-month “ retirem ent" to fight 
Holmes, his father. Cassius C lay S r.. pub­
licly expressed concern. “ I thought he 
wasn’ t walking good ." he said. " I  thought 
maybe his hip was bothering him. 1 
wasn’t sure o f  his speech, either, but the 
way 1 look at it, that boy has been fight­
ing since he was 12 years o ld . A man can 
on ly  stand so many >icks to the head.”

A li went to the Mayo C lin ic in July o f  
that year fo r a series o f  tests. The Mayo 
report, attesting that he was normal, reas­
sured Nevada authorities that he was fit 
to fight Holmes in October. But after his 
poor showing— Holmes was awarded a 
T K O  when A li d idn ’ t come out fo r the 
11 th round— A li consulted D r. Dennis 
Cope, a specialist in endocrinology at the 
UCLA  Medical Center. A li revealed that 
he’d been taking excessive amounts o f  
medication fo r a thyroid condition while 
training fo r the Holmes bout. One o f  the 
drug’s effects had been to hr 'p A li lose 
weight, but it a lso left him drained fo r the 
fight. However. Cope ’s report released in 
December 1981 declared A li’s thyroid 
gland normal. Cope also wrote that a 
neurological exam ination, which includ­
ed tin EEG and a CAT scan, had found 
no abnormalities except fo r a partial o r 
complete I jss o f  smell. The report stated, 
“ The patient tended to talk so f.ly  and to 
almost mumble his speech : inies; but
when he was questioned about this, lie 
was able to speak approp ria te ly w ithout 
any evidence o f  a speech disorder. He 
was evaluated by a neurosurgeon and 
neurologist who fe ll that his speech pat-

continved

Radiologist Ross, who lias done .10,000 CAT 
scans, secs patterns o f damage in i ctcran lighters.

Ali has a cavum septum pellucidum. 
S ports I llustrated  has learned. The 
abnormality shows up clearly on his CAT 
scan, along with other indicators o f  dam ­
age o r atrophy, such as an enlarged third 
ventricle. The scan was performed at 
New York University Medical Center in 
Ju ly 1981, five months before A li’s final 
fight, with Trevor Berbick. In the rad io l­
ogist’s written report, these two findings 
aic noted, but the conclusion is that the 
scan is "negative," meaning normal. It ’s a 
qu.ation o f  interpretation. In reviewing 
CAT scans o f  the general population, 
ncuroradiologisls occasionally see a ca­
vum o r a widened third ventricle. This at­
rophy is more often characteristic o f  o ld ­
e r people. But most neuroradiologists 
aren ’t fam iliar with the scans o f  boxers. 
They don ’ t know that the atrophy like
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has a cavum septum pellucidum .”  Demo- 
poulos stood by the N Y U  specialists’ 
negative findings.

In the course o f  the discussion that fo l­
lowed. Casson made the point that many 
boxers with enlarged ventricles and a ca­
vum have neurological problems. He said 
that given what A li's CAT scan showed, 
additional testing— particu larly exams 
that identify shortcom ings in memory—  
might have been in order. Such testing 

was not done at N Y U . 
D em op ou lo s  said tha* 
A li probab ly would not 
agree to these tests now 
because "he's depressed”  
and because “ everybody 
is te lling  him the re ’s 
som e th ing  d re ad fu lly  
wrong with him. that, in 
essence, ‘ Y ou ’re no good 
an ym o re .'"

This illustration compares a boxer's brain that 
has been severely damaged with a normal one. In 
each case the brain is sectioned as at right. The 
red mass o f blood at upper left is a hematoma, 
which usually causes death. The signs o f chronic

ble. The BBC  canceled the broadcast o f  a 
tar ed interview lo r  another program be­
cause A li ’s speech was too slurred to be 
understood. A BBC spokesman said, “ It 
was very sad that so much o f  what histo­
ry ’s most celebrated fighter said was un­
in tellig ib le .”  When a London reporter 
asked him if  lie could possibly be punch- 
drunk, A li replied, “ 1 have heard about 
people being punch-drunk, but I do not 
feel d runk .”  He added, “ When you get as 
great as me, people always look fo r some 
type o f  dow n fa ll."

The series o f tests that A ’.i underwent 
at the N Y U  Medical Center in the sum ­
mer o f  1981 was supervised by D r. Harry 
Dem opou los, a professor o f  pathology. 
A li had met Demopoulos through C lin t 
Eastwood, the actor, and Demopoulos 
says, “ He [A li] came here to N Y U  be­
cause he was contemplating going back 
into the ring, o r at least trying to get in 
shape, to think about it. I don ’ t think any

injury are indicated by color coding: En­
larged ventricles lthe three green pocketsI 
show ceixbral atrophy, as do the deep spaces 
(orange) on the brain's surface. The pink cav­
ity at center is a cavum septum pellucidum.

fo re the Berbick fight, Demopoulos was 
quoted as saying that the Mayo C lin ic, 
U C LA  and N Y U  tests, which involved 
30 doctors, all showed "absolutely no ev­
idence that Muhammad had sustained
any in jury to any vital organ His
b lood tests indicate he has the vessels o f  a 
young man.”  He attributed the slurring 
to "a  psychosocial response" and added, 
" I f  the slurring were due to permanent 
damage, it would be there all the tim e."

Last February, Casson and SI report­
ers visited Demopoulos at N Y U  to re­
view A li's CAT scan. “ They read this as 
norm a l?" Casson asked, referring to the 
N Y U  neuroradiologists who had ap­
proved the report. Demopoulos assented. 
“ I w ou ldn ’ t have read this as norm a l," 
said Casson, looking closely at the se­
quence o f  X-rays. " I  don ’t sec how you 
can say in a 39-ycar-old man that these 
ventricles aren ’t too big. His third ventri­
c le ’s big. His lateral ventricles are big. He

ILLUSTRATIONS BY KIRK MOLDOFF

Casson asked, "W ha t do you base this 
diagnosis o f  depression on i f  a psychia­
trist hasn’ t examined him? Does he have 
any o f  the vegetative symptoms o f de­
pression? Loss o f  appetite, changing 
sleep patterns?"

Demopoulos: “ He has changes in 
sleeping patterns. But I ’ ll tell you what 
tips you ofT that it's not an organic p rob­
lem. The man perks op sometimes under 
favorable circumstances, and he’s just 
like the A li o f  o ld ."

Casson: "W e ll, that doesn’t mean it ’s 
not organic. I ’ ve seen many patients, es­
pecially the early dementias, who one 
day seem fine, the next day seem terrib le , 
the next day seem fin e .. . .  D o  you think 
slurring o f  speech is from  depression?"

tern was not patho log ic ." The report 
concluded, “ The patient’s health status is 
excellent and there is no evidence from  a 
health standpoint that he should be lim it­
ed whatsoever in his activities.”

Two weeks later A li visited England. 
Interviewed on BBC  rad io , he slurred his 
speech, and when he recited a poem on 
how he w ould beat Holmes in a rematch, 
listeners found most o f  it itxomprehensi-

o f  us encouraged him to go back into the 
ring. We did encourage him to get back 
into shape, though. Because he had got­
ten fat, eating crap, laying around the 
house. W e didn ’t think that was good fo r 
him . So we sort o f  convinced him .'hat he 
ought to go through a fu ll battery o f  tests 
to see i f  he could go back into train ing.”  

The tests included an EEG , a neuro­
logical exam and a CAT scan. Then, be-
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Demopoulos: “ I think in his case, yes. 
Y ou  have to see the man. You have to 
meet him, you have to know him . and 
you  have to talk to  him ."

The testing methods employed by con ­
temporary researchers such as Casson, 
Ross and Kaste have centered on CAT 
scans, neurological exams and neuropsy­
chological testing. A form al neurological 
exam  consists o f  a battery c r  .ests mea­
suring muscle tone and strength, reflexes, 
coord ination and balance (the subject is 
asked to walk and vhen hop in a straight 
lin e ), eye movement, heart and lung 
function and basic cognitive exercises. In 
the cognitive tests, the subject is asked to 
spe ll some simple words backward o r to 
name the year and day o f the week. Cas­
son stresses that in the case o f  A li one 
cannot make a judgment on the basis o f  
the scan alone; one must a lso test A li 
ncurologically . A li ’s previous neurolog i­
cal results have a ll been reported as n o r­
m al, although S p o r ts  I l lu s t r a t e d  has 
learned that one o f  those exams never­
theless revealed a mild organic mental 
syndrome, i.e., fa ilu re to perform  no r­
m a lly  on the cognitive tests.

In  their unpublished, ongoing re ­
search, Casson and his colleague. D r. O z- 
zic  'Siegel, ch ie f psychologist at the 
Queens Hospital Center in New York , 
have introduced a third test to their study 
o f  boxers, the neuropsychological bat­
tery’- These are standardized probes ot 
perception and short-term  memory. The 
subject is asked to  recall the details o f  a 
paragraph that is read to him . He also 
uses a pencil to connect dots and to draw 
simple geometric designs, once from  
m em ory and once with the design in 
fro n t o f him. His performance is timed as 
w e ll as analyzed. To a layman, how 
somebody draws a squiggle may not scent 
like a sophisticated test o f  brain damage. 
But Siegel points out that this battery had 
been used fo r years to measure damage in 
victims o f head in juries, from  such things 
as car crashes o r falls, and 
it had been found reliable.
W’ licn neuropsychological 
tests are given to boxers, 
say Casson and Siegel, the results tend to 
corre late with the findings o f  the CAT 
scans and. to a lesser extent, the neuro- 
Icgical exams.

Which brings us back to S i ’s tests o f  
Q ua rry , Cobb and Pacheco, who is not 
related to A li’s fo rm er doctor. A ll three

From top to bottom arc CAT scans o f Cobb, Pa­
checo and Quarry. The illustration beneath them 
shows where this X-ray “ slice" was taken. Yellow 
circles were added to point out the septum pellu­
cidum, a membrane between the ventricles. 
Cobb's normal septum is the light vertical line be­
tween the dark curving ventricles. But on the 
scans o f Pacheco and Quarry there's a double line 
with a dark band in betw een, show ing the septum 
is divided to form a cavum septum pellucidum.

men had CAT scans. At Q ua rry ’s camp, 
a ll three were given neurological exams 
by Casson and underwent neuropsycho­
logical tests, administered by Casson and 
evaluated by Siegel, who wasn't present. 
The CAT scans were reviewed and the 
results confirmed by specialists o ther 
than Casson— Ross and the two rad io lo ­
gists who collaborated on his JA M A  pa­
per, and D r. John Bcntson o f  UC LA , 
where Q uarry and Pacheco underwent 
their scans. Ross and hi*- colleagues did 
not knor-' the subjects’ identities.

First, Cobb. His neurological exam 
was normal. His CAT scan ( le ft ) was n o r­
mal. His neuropsychological results were 
also normal. In o ther words, Cobb shows 
no evidence o f  brain damage. Is this su r­
prising, considering the beating he took 
from  Holmes and given that_ he fits the 
“ slugger”  mold? The key fact about Cobb 
is that he has had on ly 23 professional 
bouts, most o f  them victories by knock­
out, and no amateur fights at a ll. (He had 
been trained in karate.) It can be con­
cluded that the cumulative effects o f  his 
short career in the ring have not made a 
marl:— not yet, maybe never.

Next, Pacheco. His neurological exam 
was normal. Bu' his CAT scan showed a 
cavum septum pellucidum and a m ild ly 
enlarged third ventricle. He performed 
badly on the neuropsychological tests, 
says Siegel, who guessed— accurately—  
that his scan would reve-,1 some damage. 
But Pacheco is on ly  23, five years youn­
ger than Cobb. " I ’ ll bet this guy had a lot 

o f  fights," Siegel had pre­
dicted to Casson.

Pacheco says he has 
been boxing since he was 

fou r. He estimates that he has had "ov e r 
a couple hundred" amateur bouts. In his 
11 losses as a pro, he has sometimes been 
hurt, particularly in the back-to-back 
TKO s in Portland and New  York , and 
since then in a defeat in Ca lifo rn ia  in 
which the re f stopped the fight in the first

continued
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round. “ The way his record was going,”  
says D r . Jack Battaglia, who lifted Pache­
co ’s licence a fte r the Portland loss, “ he 
d idn ’t need a CAT scan, he should have 
ju st been stopped.” '

Pacheco h im se lf is disgusted with his 
career in boxing and w on ’t continue it. 
“ I t ’s not worth it,”  he says. “ The officials 
are getting worse. I can ’ t give it 100 per­
cent anymore. I ’m just tired o f  it. So I

At 16, he had had 105 amateur bouts. His 
amateur record was 1 7 0 -1 3 -^ 4 , and his 
pro record 5 1 -8 - 4 . One o f  his early 
losses occurred 10 days after he broke an 
ankle. H is trainer, H aro ld Taber, went to 
Q ua rry ’s father, who was then the boy ’s 
co-manager, and told him that Jerry 
couldn't fight because his ankle was b ro ­
ken. “ H e ’s got to fight," Q uarry ’s father 
said. “ W e ’ve got to have the money.”  Be-

man, he is m indful o f  the need fo r  medi­
cal reform  in boxing, yet personally 
philosophical, not bothered by the threat 
o f  brain damage. “ You step into the 
ring ," he says, “ and you know there’s a 
chance o f  getting knocked out, o f  gelling 
hurt, but you figure you r abilities are 
good enough that you can handle you r­
se lf approp ria te ly ." But he hopes that 
federal legislation w ill result in uniform

f In their neuropsychological exam, Quarry, Cobb and Pacheco each took a 
test o r visual motor perception, which measures ability to reproduce simple

O  jL o B  designs like those in the top row. Cobb’s figures were normal. Errors by Pa-
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checo and Quarry, even subtle lilting o r overlapping, show brain injury.
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might as well get out before 1 get hu rt." 
Upon hearing '.he results o f  S i ’s tests, Pa ­
checo reconfirmed his decision to  retire.

F inally , Quarry . L ike the others’ , his 
neurological exam was normal. But his 
CAT scan was slightly worse than Pache­
co's— it showed a cavum , enlarged later­
al and third ventricles and a suggestion o f  
cortical atrophy. And his neuropsycholo­
gical results were poor. Says Casson: “ He 
did poorly  on the test o f  visual m otor per­
ception. He did poorly  on that test o f  
connecting the dots. The only one he did 
well on was the digit symbol test. The 
psychologist and I are not saying that 
Q uarry  is punch-drunk where he can’ t 
walk straight, that kind o f  thing. What 
we’re saying is that he has problems with 
certain cognitive functions— short-term  
memory and perceptual m otor ab ility ."

Q uarry had his first form al fight at the 
age o f  five, a ju n io r G olden G lo 'v s  event.

fo re the fight, father and trainer took 
Quarry to "a Mexican witch docto r," 
says Taber, "w ho put fire on his ankle 
and everything, but they still stuck him in 
there ."

Quarry  says, " I  fought a lot o f  fights I 
shouldn't have fought— one with a b ro ­
ken hand, one with hepatitis and another 
one with a broken back. I was 22 years 
o ld . I was so naive and young 1 didn’t 
have the intelligence. I f  I had the in te lli­
gence 1 have now, there’s no way in hell I 
would have gotten in the ring like that. 
1 figured I had some people behind me, 
especially my father being my c : anag-
er, that they would have pulled le out. 
But no, they needed the money, so they 
scni me to the wolves. ‘ Prostitute him ’—  
that’s exactly what they did ."

As Q uarry says these words, he 
doesn’t sound bitter, and he doesn’t 
sound punchy. A thoughtful, animated

medical standards and that these in turn 
w ill protect fighters from  ruthless manag­
ers. “ The manager is the one putting a 
fighter back into the ring one week after 
he’s been knocked ou t," he says. “ But i f  
they have strict enforcement o f  physicals, 
then the manager won ’t have a damn 
thing to do with it." Quarry's scenario fo r  
himself, which apparently wasn’t altered 
by learning the results o f  the tests, is to 
get in shape and, i f  a ll ;i ocs well, mount a 
challenge fo r the cruiser-weight title.

A lthough Casson was troubled by the 
prospect o f  Q ua rry ’s return to tiie ring—  
he urged O uarry  against it— he empha­
sizes that <iis research has not convinced 
him that boxing should be banned. Cas­
son describes h im se lf as a sports fan; he 
w ill watch a fight on TV. “ N o  matter 
what anybody says, boxing w ill contin ­
ue ," he says. But he thinks that young 
boxers could reduce their chances o f  in-

continued
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Boxing continued

A  Conversation 
, With The Greatest

I ’d been trying to reach him for weeks, but 1 
was still surprised— unprepared, in fact— 
when I picked up the ringing phone one 
night and there was Muhammad Ali. He 
was in fine fettle, charged up. and what en­
sued was not an interview so much as a vin­
tage Ali monologue:

“ Why do you want to check my brain? 
How about white boxers—Jerry Quarry, 
George Chuvalo, are you going to show 
their brains? No, it’s me, a leader o f the 
black people, they want to say I have a brain 
injury, that I ’m crazy. I won’t be no guinea 
pig, it’s an embarrassment, a humiliation. 
What about my reputation, my family, my 
ch'ldren— they’re worth more to me than 
anything. For me to take that gamble, even 
to show nothing’s wrong. I ’d have to have 
$10 m illion .. . .

“ Why don’t you do a lest on Richard 
Nixon’s brain? Get the top whites and let 
them submit to it. I'll tell you what. You get 
the wisest o f the whiles, you get William F. 
Buckley and some others, the brainiest. I'll 
pay ’em $25,000 to go on TV with me and 
let 'em try and ti ip me up. ask me any ques­
tions they like, any subject they want. Then 
we’ ll all do the brain show afterwards, for 
everyone, on TV, I want an hour and a 
H a l . . .

"D o  you think, talking to you, that I 
sound crazy? Do I? Do you have this on 
tape? You don’t? Well there’s something

wrong with you r brain Why are they
picking on boxing? It’s because the black 
men are so superior in boxing that they 
want to stop it. Well, the black man’s so 
hungry, he’s got to fight. Yes, I think it’s ra­
cial, the whole thing ”

Ali talked fo r ha lf an hour. I got in a few 
sheepish words edgewise. But as he went 
on, he began to wind down and repeat him­
self. He was not interested in my questions. 
It has always been his pattern, even when he 
was in his early 20s, to grow tired o f de­
claiming. Now his fatigue was obvious. He 
began to mumble and speak more and more 
softly. The angry tape in his head, what he 
wanted to say, was running out, or going 
onto a loop. At the end he was talking as if 
in a trance o f' :lf-hypnosis. He didn’t hang 
up, he just dropped the phone. — J.W,

ju ry  by passing up unnecessary bouts at 
the lower levels and fighting on ly to ad­
vance their careers. “ Even bums hit you 
in the head,”  he observes.

But to become a champion, wouldn ’ t a 
boxe r havr. to  withstand a sufficient 
number o f  punches, 20 o r 30 fights’ 
w orth , to affect his CAT scan, even i f  
those punches didn ’t result in neurolog i­
ca l o r punch-drunk symptoms? Just 
when his work was beginning to pay o ff, 
w ou ld a docto r tell him he should stop? A 
rea l dilemma, Casson concedes. S till, he 
says, MA boxer ought to know what he’s 
getting into i f  he wants to go on and be a 
champion. H e should know what he may 
be sacrificing. A doctor has to tell the 
boxer i f  he thinks the fighter should stop, 
but in the end it’s not really a medical de­
cision. Society has to decide what we’ re 
going to do about boxing."

Just how bad is the brain damage that 
shows up on CAT scans and neuropsy­
chological tests? F o r Q ua tiy  and Pa ­
checo and perhaps A li, it's not bad, not a 
disability. M ino r memory failures a ren ’ t 
crippling. But aging certainly compounds 
whatever deterioration may exist, as all 
the research shows.

Physicians who disagree with the im ­
plications o f  Casson's work and that o f  
researchers like Ross point out that there 
a rc no prospective  studies; that is, s.tidics 
that track a younger boxer with alleged 
abnormalities over a period o f  10 o r 
2 0  years.

" I  think we’ re jumping the gun," says 
D r . Edwin Campbell, medical d irector 
fo r  pro boxing in New York . Campbell 
helped enlist the fighters fo r  Casson’s 
studies and was a co-author, but says, 
“ W e just haven ’ t done enough work yet. 
A nd we don ’ t know how boxers compare 
w ith athletes in other sports, like football, 
w ho get frequent concussions."

Casson and Ross arc the first to admit 
that more detailed, long-term work 
should be done. "But let’s start now ," 
Casson says, “ before another generation 
o f  fighters comes through." Though 
Ross's work received considerable pub­
licity, three months later he’s frustrated 
by the lack o f  fo llow -up concern. “ The 
big people in boxing haven’ t comment­
ed ,"  he says. "W h o ’s going to pay fo r 
these longer studies? W hat’s being done? 
I ’m afraid everything’s going to die 
down ."

The new legislation being discussed in

Congress would create a commission to 
institute national standards among state 
commissions fo r a ll p ro fights. There 
would be rigorous physical screenings 
and a "passport" fo r each boxer that 
would certify  his medical history from  
past bouts. But CAT scans and fu ll neu­
rological exams before and a fter fights 
aren ’ t practical— nor, at $300 apiece, 
cost-efficient, given what the average 
boxer earns. Casson and Siegel sug­
gest that their neuropsychological tests, 
which arc easy and cheap to administer, 
might serve as a first screen fo r possible 
brain damage. They have developed an 
“ impairment index ." I f  a fighter scores 
abnorm ally  on at least halr  their tests, 
they have found, his CAT scan a n d /o r 
EEG  w ill a lso show abnormalities. O f 
course, no legislation is a substitute fo r 
vigilance and care within boxing itself. 
D r. Battaglia o f  O regon points to the

ringside physicians. " I f  you ’ ve r,ot p rob­
lems on a CAT  scan, y ou ’ re too darn 
la te ," he says. “ Y ou ’ve got to pick up the 
signs in these kids way before then. I f  I 
sec a kid taking three licks now to put one 
in, as fa r as I ’m concerned schoo l’s out—  
then you do the scan ."

W ill there be real re fo rm ? Cobb’s : -  
action to the brain in ju r ; controversy 
may give a clue, cv inough he might be 
described as a V jx ing  anarchist. "D am ­
mit, I ’m a gros.it m an," he says heatedly. 
" I f  a man doesn ’ t want to fight, then lay 
down, sucker. I'm  not going to have 
someone run my life  fo r me. I f  you get a 
federal commission involved, a ll you're 
going to have is a bunch o f  political ap­
pointees. A lot o f  flu rry , a lot o f  flu ff, a ll 
show and no go.

“ I ’m a whore who sells his b lood 
instead o f  his ass. But that comes with 
the spo rt." tm»
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S U B J E C T :  B o x i n g  r e g u l a t i o n

( W o r k  O r d e r  N o .  1 3 - 1 1 6 1 )

T O :  R e p r e s e n t a t i v e  W a l t  F u r n a c e

F R O M :  R u s s  J o s e p h s o n

L e g i s l a t i v e  C o u n s e l©
W h i l e  d r a f t i n g  y o u r  b i l l  c o n c e r n i n g  t h e  r e g u l a t i o n  o f  b o x i n g ,  

S t e v e  L e v i  a n d  I h a v e  d i s c u s s e d  s e v e r a l  a s p e c t s  o f  t h e  

a p p r o a c h  t a k e n  i n  t h i s  b i l l .  H e  a s k e d  m e  t o  i n d i c a t e  t o  y o u  

s o m e  o f  t h e  a r e a s  o f  d i f f e r e n c e  b e t w e e n  y o u r  b i l l  a n d  H B  2 4 1 ,  

i n t r o d u c e d  b y  R e p r e s e n t a t i v e  M a r t i n .

F i r s t ,  a  n u m b e r  o f  p r o v i s i o n s  r e l a t i n g  t o  t h e  a t h l e t i c  c o m ­

m i s s i o n  h a v e  b e e n  o m i t t e d ,  a s  y o u r  a p p r o a c h  c a l l s  f o r  r e g u ­

l a t i o n  o f  b o x i n g  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t ,  w i t h o u t  a b o a r d .

A n o t h e r  d i f f e r e n c e  b e t w e e n  t h e  b i l l s  i s  t h a t  y o u r  b i l l  w i l l  

l i c e n s e  o n l y  p r o m o t e r s ,  r e f e r e e s ,  a n d  b o x e r s ,  w h i l e  H B  2 4 1  

l i c e n s e s  s e v e r a l  o t h e r  c l a s s e s  o f  p e r s o n s  i n v o l v e d  i n  b o x i n g .

I h a v e  p r o v i d e d  r e g u l a t o r y  a u t h o r i t y  t o  t h e  d e p a r t m e n t  t o  

l i c e n s e  o t h e r s  s h o u l d  t h e  n e e d  a r i s e  i n  t h e  f u t u r e .

Y o u r  b i l l  h a s  n o n e  o f  t h e  r e s t r i c t i o n s  o f  H B  2 4 1  c o n c e r n i n g  

c o n t e s t a n t s ,  s u c h  a s  a g e  l i m i t a t i o n s  a n d  r e s t r i c t i o n s  o n  t h e  

u s e  o f  a l c o h o l  o r  d r u g s .  Y o u r  b i l l  c o n t a i n s  n o n e  o f  t h e  

p r o v i s i o n s  o f  H B  2 4 1  r e g a r d i n g  e q u i p m e n t ,  a l t h o u g h  t h e  

d e p a r t m e n t  h a s  b e e n  g i v e n  r e g u l a t o r y  a u t h o r i t y  t o  c o v e r  t h i s  

s h o u l d  t h e y  d e s i r e  t o  d o  s o .  S i m i l a r l y ,  t h e  d e t a i l s  o f  

h o l d i n g  c o n t e s t s ,  s u c h  a s  t h e  l i m i t a t i o n  o f  r o u n d s ,  h a v e  

b e e n  o m i t t e d .  A g a i n ,  t h e  d e p a r t m e n t  m i g h t  a d d r e s s  t h i s  i n  

r e g u l a t i o n s  i f  t h e y  s o  d e s i r e .

N o  p r o v i s i o n  a p p e a r s  i n  y o u r  b i l l  c o n c e r n i n g  c a n c e l l a t i o n  o f  

c o n t e s t s  a n d  t h e  n o t i f i c a t i o n  o f  t h e  p u b l i c  o f  a  c a n c e l l a t i o n .  

T h e  p r o v i s i o n  f o r  p r o m o t e r ' s  b o n d s  d e a l s  w i t h  t h e  s u b j e c t  b y
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r e q u i r i n g  a  g o o d  f a i t h  e f f o r t  t o  p u t  o n ' t h e  c o n t e s t  f o r  w h i c h  

t h e  t i c k e t s  h a v e  b e e n  s o l d .

N o  p r o v i s i o n  a p p e a r s  i n  y o u r  b i l l  t o  h a n d l e  t h e y  p a y m e n t  o f  

f e e s  t o  t h e  r e f e r e e ,  t h e  e x a m i n i n g  p h y s i c i a n ,  o r  t h e  a t t e n d i n g  

p h y s i c i a n .  T h e  b o n d s  p r o v i s i o n  a b o v e  i s  i n t e n d e d  t o  a s s u r e  

t h a t  t h e  b o x e r s  a r e  p a i d  a s  c o n t r a c t e d .

Y o u r  b i l l  c o n t a i n s  n o  p r o v i s i o n s  c o n c e r n i n g  t e l e c a s t s ,  

r e p o r t s ,  o r  t h e  t a x a t i o n  o f  r e c e i p t s  o f  c o n t e s t s  o r  t e l e ­

c a s t s .  N o  p r o v i s i o n s  p r o h i b i t  s h a m  c o n t e s t s  o r  t h e  p a r t i c ­

i p a t i o n  i n  t h e  p u r s e  o f  a  b o x e r  o r  m a n a g e r  b y  a  p r o m o t e r .

U n l i c e n s e d  c o n t e s t s  a r e  p r o h i b i t e d ,  b u t  t h e r e  i s  n o  p r o ­

v i s i o n  t o  e n j o i n  t h e m .

T h e r e  i s  n o  p r o v i s i o n  t o  s u s p e n d  a l i c e n s e  o f  a p e r s o n  

l i c e n s e d  u n d e r  t h e  c h a p t e r  t h e  b i l l  c r e a t e s .  R e v o c a t i o n  o f  

a l i c e n s e  i s  p o s s i b l e  f o r  p a r t i c i p a t i o n  i n  o r  f o r  p r o m o t i n g  

a n  u n s a f e  c o n t e s t .  N o  o t h e r  g r o u n d  f o r  l i c e n s e  r e v o c a t i o n  

h a s  b e e n  s p e c i f i e d .

In b r i e f ,  t h o s e  a r e  t h e  d i f f e r e n c e s  b e t w e e n  t h e  t w o  b i l l s .

In a d d i t i o n ,  I w o u l d  p o i n t  o u t  a  f e w  t h i n g s  i n  t h e  b i l l  t h a t  

a p p e a r  t o  d e v i a t e  f r o m  y o u r  r e q u e s t  a n d  e x p l a i n  t h e m .  I n  

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

m e d i c / p a r a m e d i c  o p t i o n  h a s  b e e n  o m i t t e d .  A f t e r  r e v i e w i n g  

t h e  q u a l i f i c a t i o n s  o f  t h o s e  p e o p l e  a n d  t a l k i n g  w i t h  t h e  

D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ,  I f e l t  t h a t  y o u  

w o u l d  b e  b e t t e r  w i t h  a  p h y s i c i a n  i n  t h a t  r o l e .  F i r s t ,  t h e  

D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e ' s  a n s w e r  t o  t h e  

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

b e  q u a l i f i e d  w a s  " N o n e " .  S e c o n d ,  I t h i n k  t h a t  y o u  v e r y  w e l l  

m a y  r u n  i n t o  l e g a l  p r o b l e m s  w i t h  t h e  p a r a m e d i c  a p p r o a c h .  I 

d o u b t  t h a t  t h e i r  l i c e n s e s  w o u l d  c o v e r  t h e m  i f  t h e y  a c t  a s  

a t t e n d i n g  p h y s i c i a n s .  T h e  s a m e  t h i n k i n g  a p p l i e s  t o  t h e  u s e  

o f  p a r a m e d i c s  t o  e x a m i n e  b o x e r s  b e f o r e  a  b o u t .  I t h i n k  t h a t  

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

m e d i c i n e  b e y o n d  t h e  l i m i t s  o f  t h e i r  l i c e n s e s .

A n o t h e r  d i f f e r e n c e  b e t w e e n  H B  2 4 1  a n d  t h e  r e q u e s t  i s  i n  t h e  

s e c t i o n  o n  l i c e n s e s .  Y o u  w i l l  n o t e  t h a t  a n  " i n d i v i d u a l "  m a y  

a p p l y  f o r  a  b o x e r ' s  o r  r e f e r e e ' s  l i c e n s e  a n d  t h a t  a " p e r s o n "  

m a y  a p p l y  f o r  a  p r o m o t e r ' s  l i c e n s e .  T h e  w o r d  " p e r s o n "  i n  

t h e  s t a t u t e s ,  u n d e r  A S  0 1 . 1 0 . 0 6 0 ,  c o v e r s  a l l  a p p l i c a n t s  

l i s t e d  i n  y o u r  r e q u e s t  f o r  t h e  p r o m o t e r ' s  l i c e n s e .  S o ,
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w h e r e  y o u  m e a n  a  p e r s o n  i n  t h e  c o m m o n  s e n s e ,  " i n d i v i d u a l "  i s  

u s e d .

F i n a l l y ,  y o u  r e q u e s t e d  a  s e c t i o n  e x c l u d i n g  c e r t a i n  c o n t e s t s .  

S o m e  o f  t h o s e  a r e  n o t  m e n t i o n e d  i n  t h e  s e c t i o n  o f  t h i s  b i l l  

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

b e c a u s e  i t  i s  c l e a r  t h a t  t h e  c h a p t e r  c o v e r s  o n l y  p r o f e s s i o n a l  

b o x i n g .  I t  w a s  n o t  n e c e s s a r y ,  t h e r e f o r e ,  t o  s a y  t h a t  w r e s t l i n g  

w a s  n o t  c o v e r e d ,  f o r  e x a m p l e .

I f  I m a y  b e  o f  f u r t h e r  s e r v i c e ,  p l e a s e  l e t  m e  k n o w .

R J : l j b

1 4 / 0 2 0
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sSTATE OF ALASKA
FISCAL NOTE R e v i s i o n  Date T 3 8 T

REQUEST BTTT/Resolution No, HB 241T itle :C rea tion  of Ath". Lomm./Sports Tax 
Sponsor:

I I .  FISCAL DETAIL
Agency A ffec ted : RevenueProgram Category A ffected:

Requestor: House Labor & Commerce 3RU, Program of Subprogram^) A ffected: C

capital"
REVENUE 1 2 - ,Q. J.6..D U - £ -

FUNDING: (Thousands o f D o llars)
GENERAL FUNDFEDERAL FUNDS
OTHER (Spec ify  Source)

POSITIONS,

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Di s tr ib u tio n :Original to L eg is la tiv e  Finance
Copy to O ffice o f Management and Budget ( fo r  L eg is la tu re  introduced b i l l s )  Copy to Department ( fo r  Governor introduced b i l l s )
P  r .n v  ^ n n n r n r  f-bo Rg- ja ^ is r o * '

EXPENDITURES/REVENUES: (Thousands of Doll a r s )
! FY 83 FY 84 i FY 85 FY 86 FY 87 FY 88 |; OPERATING l 1 i100 PERSONAL SERVICESi i \
i 200 TRAVEL 13G0 CONTRACTUAL i 1

i4C0 COMMODITIES i • " 1
SCO EQUIPMENT ! | 1600 LAND & STRUCTURES i 1 1 ii700 GRANTS, CLAIMS, ETC 1 ! !

! iTOTAL OPERATING 1 * 1

12-Q 1 I 3-2 14.5 1 16.0 i 17.fi

i PART-TIMETEMPORARY 1 ■ i i
! i l 1 i

IV. ANALYSIS: ALtt^qh a separate, page fo r any Analysis
(sJ- Y u xo m .Prepared By: Robert W. E l l io t t Phone: 465-2173D ivision: Revenue - Research Date: 3/15/83

Approved by Commissioner: __ Date: ^ /z S ~ lc 3Department: Revenue V J 'J  ‘ '



Analysis: HB 241
The figu res represent the estimated revenues the sports tax would generate based on average yearly gross receip ts provided by the A th letic Commission.The estimates did not take into consideration any future major championship fig h ts  held within the s ta te .
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REPRESENTING ACUTE, LONG TERM AND OUTPATIENT FACILITIES

Chairm an o l the Board 
Ronald A. Pavellas 
Hum ana Hospital Alaska 
Anchorage

Chairman-Elect
Mark Hawkins
Sitka Community Hospital
Sitka

Im mediate Past Chairman 
Tom Mlngen 
Fairbanks Memorial 

Hospital 
Fairbanks

SecretaryH'roasurer 
Edward Zelno 
Cordova Comm unlly 

Hospital 
Cordova

Delegate to the American 
Hospital Association 

Al M. Camosso 
Providonce Hospital 
Anchorage

Alternate Delegate to the 
American Hospital Assoc. 

Michael Lockwood 
Central Peninsula Hospital 
Soldotna

Delegal to the American 
Health Care Association 

Jack Buck
St. Ann's Nursing Homo 
Jupeau

Alternate D o ie *-!*  to the 
American Health Care 
Association 

Em m a Q. Ivy
W rangell Cenoral Hospital 
Wrangell

Delegate to the Association 
o l Western Hospitals 

M lchaol Herring 
South Peninsula Hospital 
Homer

Alternato Dolognte to thu 
Association o l Western 
Hospitals 
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T h e  H o n o r a b l e  J e r r y  W a r d  

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

P o u c h  V  S u b j e c t  :<‘H J R  35.
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  W a r d :

T h e  A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n  w i s h e s  t o  

i n d i c a t e  o u r  s u p p o r t  f o r  H o u s e  J o i n t  R e s o l u t i o n  3 5.

W e  b e l i e v e  t h a t  t h e  u s e  o f  h e a l t h  i n s u r a n c e  b y  

t h o s e  w h o  a r e  e n t i t l e d  t o  s e r v i c e s  p r o v i d e d  b y  t h e  

A l a s k a  N a t i v e  H e a l t h  S e r v i c e  w o u l d  b e  in t h e  p u b l i c ' s  

b e s t  i n t e r e s t .  T h a t  a d d i t i o n a l  i n f l u x  o f  f u n d s  w o u l d  

a l l o w  t h e  A l a s k a  N a t i v e  H e a l t h  S e r v i c e  t o  c o n t i n u e  t o  

p r o v i d e  n e e d e d  s e r v i c e s  i n  t h e  f a c e  o f  f e d e r a l  b u d g e t  
r e d u c t i o n s .

T h e  A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n  b e l i e v e s  

t h a t  t h e  c o n c e p t s  i n  H J R  3 5  a r e  n e c e s s a r y  i f  a n  a d e q u a t e  

h e a l t h  c a r e  d e l i v e r y  s y s t e m  i s  t o  c o n t i n u e  i n  A l a s k a .

W e  b e l i e v e  i t  m e r i t s  l e g i s l a t i v e  s u p p o r t .

P r e s i d e n t

D L D :h b

cc: H o u s e  H E S S  C o m m i t t e e

J o h n  D u m b o l t o n  

F r a n k  S u t t o n  

R i c h a r d  E. Z i t z o w



Offered: 4/15/83
Referred: Labor & Commerce

Original sponsor: Ward

BY THE HEALTH, E D UCATION A N D
1 IN THE HOUSE SOCIAL SERVICES COMMITTEE

2 CS FOR HOUSE BILL NO. 257 (HESS)

3 IN THE L EGISLATURE OF THE STATE OF A L A S K A

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to certain limitations and exclu-

7 sions in health insurance policies; and prov i d i n g  for

8 an effective date."

9 BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 21.42 is amended by adding a new section to read:

11 Sec. 21.42.347. COVERAGE WHEN ALASKA AR E A  NATIVE H E ALTH SERVICE
A *

12 BENEFITS AVAILABLE. A n  i-ndiv-idual— or group h ealth insurance policy

13 that' provides coverage on an expense incurred basis or— an— individual

C>r &
14 or group service or i d e m n i t y  type contract issued by a nonprofit

15 corporation may not exclude or limit coverage for the reason that the

16 covered person is eligible to receive health care benefits provided by

17 the Alaska Area Native H ealth Service.

18 * Sec. 2. This Act applies only to policies and contracts issued or

19 renewed after December 31, 1983.

20 * Sec. 3. This Act takes effect January 1, 1984.

- 1 - C S H B  2 5 7 ( H E S S )



M E M O R A N D U M

D A T E : M a y  2, 1983
. ■■■ A  •-

T O : J e f f  B a r r y ,  P r o f e s s i o n a l  A s s i s t a n t  

H o u s e  L a b o r  & i C o m m i t t e e

F R O M : M .  E. Tiradori/\Jttanager

A l a s k a  P r o v i d e r  & G o v e r n m e n t  R e l a t i o n s

B l u e  C r o s s  o f  W a s h i n g t o n  & A l a s k a

S U B J E C T :  C o m m i t t e e  S u b s t i t u t e  f o r  H B  2 5 7

T h i s  m e m o  i s  f o r  i n f o r m a t i o n  p u r p o s e s  o n l y .  T h e r e  i s  n o  i n t e n t  

o n  b e h a l f  o f  B l u e  C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  t o  e i t h e r  

e n d o r s e  o r  o p p o s e  t h i s  l e g i s l a t i o n .  I n  t h e  v e r y  n e a r  f u t u r e ,  

t h e  F e d e r a l  G o v e r n m e n t  w i l l  p r o b a b l y  i n i t i a t e  c h a n g e s  i n  t h e  

I n d i a n  H e a l t h  S e r v i c e  d e l i v e r y  s y s t e m  t h a t  w i l l  r e n d e r  t h i s  

l e g i s l a t i o n  m o o t .

B l u e  C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  d o e s n ' t  b e l i e v e  t h e r e  i s  a n  

o b l i g a t i o n  f o r  I n d i a n  H e a l t h  S e r v i c e  b e n e f i c i a r i e s  t o  p a y  f o r  

s e r v i c e s  r e c e i v e d  i n  I n d i a n  H e a l t h  S e r v i c e  h o s p i t a l s  o r  c l i n i c s .  

T h e r e f o r e ,  i f  t h e r e  i s  n o  o b l i g a t i o n  t o  p a y ,  n o  t h i r d - p a r t y  

p a y o r  h a s  a n  o b l i g a t i o n  t o  a p o l i c y h o l d e r  o r  s u b s c r i b e r .  I n  m y  

e x p e r i e n c e ,  t h e  I n d i a n  H e a l t h  S e r v i c e  a p p a r e n t l y  i s  n o t  i n  a 

p o s i t i o n  t o  r e n d e r  b i l l i n g s  f o r  s e r v i c e s .  T h e  a c c o u n t i n g  

m e c h a n i s m  i s  n o t  p r e s e n t l y  a b l e  t o  p r o v i d e  i t e m i z a t i o n  n e c e s s a r y  

t o  p r o p e r l y  a d j u d i c a t e  a c l a i m .

A s  I u n d e r s t a n d  t h i s  b i l l ,  t h e  I n d i a n  H e a l t h  S e r v i c e  h o s p i t a l s  

a n d  c l i n i c s  w o u l d  b e n e f i t  f r o m  t h i r d - p a r t y  p a y m e n t  f o r  s e r v i c e s  

p r o v i d e d  p o l i c y h o l d e r s  w h o  a r e  a l s o  I n d i a n  H e a l t h  S e r v i c e  b e n e ­

f i c i a r i e s .  T h i s  m a y  b e  a f a l l a c y  b e c a u s e  i n  i n s t a n c e s  w h e r e  

o n l y  c o n t r a c t  h o s p i t a l s  m i g h t  b e  d i r e c t l y  r e i m b u r s e d ,  t h e  

p a t i e n t  w o u l d  r e c e i v e  p a y m e n t  a n d  n o t  t h e  h o s p i t a l .  T h i s  c o u l d  
e n c o u r a g e  o v e r - u t i l i z a t i o n  o f  h e a l t h  c a r e  s e r v i c e s  a n d  m a k e  

m e d i c a l  n e c e s s i t y  t a k e  s e c o n d  p l a c e .

T h i s  b i l l  m i g h t  b o  c o n s i d e r e d  t o  b e  a  s u b s i d y  t o  t h e  F e d e r a l  

G o v e r n m e n t  i n  p r o v i d i n g  h e a l t h  c a r e  s e r v i c e s  t o  A l a s k a  N a t i v e s  

a n d  A m e r i c a n  I n d i a n s .  A  d o u b l e  t a x a t i o n  m e a s u r e ,  i f  y o u  w i l l .  

T h i s  i s  a l s o  a  b i l l  r e q u i r i n g  t h e  f i r s t  d o l l a r  c o m e  f r o m  t h i r d -  

p a r t y  p a y o r s  r a t h e r  t h a n  a n  e f f o r t  t o  c o o r d i n a t e  b e n e f i t s  u s i n g  

t h e  I n d i a n  H e a l t h  S e r v i c e  a s  a n y  o t h e r  t h i r d - p a r t y  p a y o r .  T h e  

r e s u l t  o f  s u c h  l e g i s l a t i o n  c o u l d  w e l l  b e  a n  i n c r e a s e  i n  t h e  

p r e m i u m s  p a i d  b y  o t h e r  s u b s c r i b e r s ,  b u t  w o u l d  d i r e c t l y  b e n e f i t  

t h e  F e d e r a l  G o v e r n m e n t .



■ STAT E  OF A L A S K A  ___________________________________

FISCAL N O T E  |Revision Date___________, iS83

I. REQUEST • II. FISCAL DETAIL

Bi <1/Resolution No.: CS for HB 257 Agency Affected: A H  State Agencies

Title: An Act relating to Health Insurance. Program C a t e g o r y T f f e c t e o : _______
Sponsor: Ward________________________________BRU, Program of S u b p r o g r a m ^ ) Affectea:
Requestor:_____________________________ .  ' "V - _________________

EXPENDITURES/REVENUES: (Thousands of Poll a r s )
- FY 83 FY 84 FY 85 FY 86 1 FY 87 FY 88

OPERATING 1 1
100 PERSONAL SERVICES -0- 327.1 353.3 1 381.5 412.1

200 TRAVEL 1
300 CONTRACTUAL 1
400 COMMODITIES 1
500 EQUIPMENT

600 LAND & STRUCTURES 1
700 GRANTS, CLAIMS, ETC 1

1
TOTAL OPERATING -u- ^ 2 7 . 1 8b8.8 j 881. b 412'. r

C C A P I T A L !------

R E V E N U E

FUNDING: (Thousands of Dollars)
GENERAL FUND ' ... ! 295.71 319.4 344.9 372.5
FEDERAL FUNDS I 15.01 16.2 17.5 1 9 • Li

★OTHER (Specify Source) 1 16.41 17.7 19.1 20.6
• I 1 1

*4% Veterans; 12% Fish & Game; 26% Highways; 58% Airport 
POSITIONS: NnnP 

FULL-TIME 

PART-TIME ' ... .
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attac

Prepared By

any Analysis

Division: Retirement & Benefits
Phone: 465-4460 

Da t e : S~/S'3

Approved by Commissioner: Lisa Rudd, C o m m i s s i o n e r   Date: L\ \ __________
Department: Administration___________________________ ~ ' '_______  • '

Distribution:
Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

C o p w  to Sponsor-
Copy to Requestor (if different from Sponsor) 3/8/83



State of Alaska 

Fiscal Note 

HB 257

IV Analysis: Premiums are assumed to increase by 8% per year.

The impact of this bill is estimated to be a 1% increase 
in premiums. These cost figures are based on the 
assumption that the state's plan will be primary when 
benefits ere available through the Alaska Area Native 
Health Service.
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Chairman o l the Beard 
Ronald A. Pavellas 
Humana Hospital A laska 
Anchorage

Chairman-Elect
Mark Hawkins
Sitka Community Hospital
Sitka

Immediate Past Chairman 
Tom Mingen 
Fairbanks Memorial 

Hospital 
Fairbanks

Secretary/Treasurer 
Edward Zeine 
Cordova Community 

Hospital 
Cordova

Delegate to  the American 
Hospital Association 

Al M. Camosso 
Providence Hospital 
Anchorage

Alternato Delegate to the 
Amorlcan Hospital Assoc 

Michael Lockwood 
Central Peninsula Hospital 
Soldotna

Delcgato to the Amorlcan 
Health Care Association 

Jack Buck
St. Ann's Nursing Home 
Juneau

Alternate Dolegato to the 
American Health Caro 
Association 

Emma G. Ivy
Wrangell Gonoral Hospital 
W rangoll

Delegate to the Association 
ot Wostern Hospitals 

Michael Herring 
South Peninsula Hospital 
Homer

Alternato Dolegate to  the 
Association ot Wostern 
Hospitals 

Daniel Van Wlerlngon 
Kodiak Island Hospital 
Kodiak

Trustee Delogate to the 
Amorlcan Hospital Assoc. 

Moo Kadlsh 
Trustoo, Providence 

Hospital 
Anchorage

Altornato Trustee Oolognto 
to American Hospital 
Association 

Robert Jensen 
Central Peninsula Hospital 
So ldotna

Physician Membor o l 
the Board 

• Koilh Brown5borger, V..D. 
Anchorage

President 
Dennis L  DoWItt 
Juneau

A p r i l  1, 1 9 3 3

T h e  H o n o r a b l e  J e r r y  W a r d  

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

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  W a r d :

S u b j e c t H B  257,

T h e  A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n  w i s h e s  t o  

o f f e r  o u r  s u p p o r t  t o  t h e  c o n c e p t s  f o u n d  i n  H o u s e  B i l l  2 5 7 .

W e  b e l i e v e  t h a t  i t  i s  i m p e r a t i v e  t h a t  t h e  A l a s k a  

N a t i v e  H o s p i t a l s  b e  a b l e  t o  c o l l e c t  t h i r d  p a r t y  p a y m e n t s  

f o r  s e r v i c e s  t h e y  p r o v i d e .  W i t h  t h e  i m p e n d i n g  r e d u c t i o n s  

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

b e  p u r s u e d  b y  t h e  A N S  f a c i l i t i e s  i f  t h e y  a r e  t o  r e m a i n  

v i a b l e  a n d  u p  t o  t h e  s t a n d a r d  o f  q u a l i t y  A l a s k a n s  h a v e  

t h e  r i g h t  t o  d e m a n d .  W h i l e  s o m e  m a y  s c o f f  a t  H B  2 5 7 ,  w e  

s u g g e s t  t h a t  i s  h o w  m o s t  f o r w a r d  l o o k i n g  p r o p o s a l s  a r e  

t r e a t e d .  W i t h o u t  t h i s  g r a d u a l  m o v e m e n t  a w a y  f r o m  d e p e n d i n g  

o n  f e d e r a l  f u n d i n g ,  h e a l t h  s e r v i c e s  t o  A l a s k a n  N a t i v e s  w i l l  
s o o n  o n l y  b e  a m e m o r y .

T h e  A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n  c o m m e n d s  y o u r  

w i l l i n g n e s s  t o  a d d r e s s  t h i s  c r i t i c a l  i s s u e  i n  s u c h  a 
m e a n i n g f u l  f a s h i o n .

S i n c e r e l y ,

D e n n i s  L. D e W i t t  

P r e s i d e n t

D L D :h b

c c: H o u s e  H E S S  C o m m .

J o h n  D u m b o l t o n  

R i c h a r d  E. Z i t z o w  

F r a n k  S u t t o n
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STATE OF ALASKA 

FISCAL NOTE

I. REQUEST

Bill/Resolution Nor.S^HB 258 __
Title: Special Investment Tax Credit 
Sponsor: Hayes & Szymanski 
Requestor: Labor, Commerce & Finance

II. FISCAL DETAIL

Revision Date ...., "11353

1: V,,. _

program category airectea. y .. i.,t. > im- ^ >
BRU, Program of Subprogram!s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)
T T W T I rY' "85 F T 7  86 I FY W  I FY 8'8“T T B 3 "

I OPERATING

T O O  PERSORAL'SERVICES 

200 TRAVEL 
3'00 CONTRACTUAL 

400 COMMODITIES 
500 EQUIPMENT 

600 LANDS & STRUCTURES 
700 GRANTS, CLAIMS, ETC.

T T

T

TOTAL OPERATING"

CA'PITAT

REVENUE

FUNDING: (Thousands of Dollars)
I GEiJERAL'TUHD

I FEDERAL FUNDS

I OTHER (Specify Source)

II - I

POSITIONS:

I

1 FUEmrrr
I PART-TIME 

I TEMPORARY 

I

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis.

Phone:
Division: Revenue - ResearcK /  , / Date:

Approved by Commissioner: ■ '^ L A Date:
Department: Revenue

465-2173 
3/ 25 /8 T

Distribution:
Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills) 
Copy to Department (for Governor introduced bills)

Copy to Sponsor
Copy to Requestor (if different from Sponsor)



Analysis of SSMR'258

The incorporation of this expanded credit in effect would reduce 
state taxes as a deductible item at the federal level and thus 

increase the federal tax take at the expense of Alaska.

The bill is also discriminatory in that it applies only to specified 

geographical regions within the state.

The impact of this bill is negative to the state in terms of lost 
evenues. The quantitative impact cannot be assessed due to carry 

forward and carry backward provisions which vary from one existing 
operation to another. If the bill is intended for new facilities, 
the effect cannot be assessed until they are completed and in 

operation.



S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s
Pouch  V 

S ta le  Capitol 
Ju n eau , A laska 9 9 8 11 

( 9 0  465-3720Official Bu siness

S P E C I A L  I N V E S T M E N T  T A X  C R E D I T  L E G I S L A T I O N

A s  p r o j e c t i o n s  o f  d e c l i n i n g  r e v e n u e  l o o m  i n  A l a s k a ' s  

n e a r  f u t u r e k w e  m u s t  b e g i n  t o  d i v e r s i f y  o u r  e c o n o m y  s o  t h a t  

b o t h  s t a t e  g o v e r n m e n t  a n d  l o c a l  e c o n o m i e s  a r e  n o t  s o  h e a v i l y  

d e p e n d e n t  o n  o i l  d e r i v e d  r e v e n u e s .  I h a v e  i n t r o d u c e d  

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

a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t .  S u c h  a c r e d i t  w o u l d  a p p l y  

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

t h e  A r c t i c  C i r c l e  a n d  t o  i n v e s t m e n t s  f o r  e x p l o r a t i o n ,  

d e v e l o p m e n t  a n d  m i n i n g  o f  m i n e r a l s  o t h e r  t h a n  o i l  a n d  g a s  

t h r o u g h o u t  A l a s k a .  A  m a j o r  p r i o r i t y  o f  b o t h  m y s e l f  a n d  t h e  

H o u s e  M a j o r i t y  i s  d i v e r s i f i c a t i o n  o f  o u r  e c o n o m y .  I b e l i e v e  

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

C u r r e n t l y  s t a t e  l a w  l i m i t s  t h e  a m o u n t  o f  i n v e s t m e n t  t a x  

c r e d i t  ( I T C )  w h i c h  i s  a l l o w e d  t o  c o r p o r a t i o n s  i n  c o m p u t i n g  

t h e i r  A l a s k a  i n c o m e  t a x e s  t o  1 8 %  o f  t h e  a m o u n t  o f  i n v e s t m e n t  , 

t a x  c r e d i t  w h i c h  i s  a l l o w e d  f o r  f e d e r a l  i n c o m e  t a x  p u r p o s e s .

S o  w h i l e  t h e  F e d e r a l  I T C  i s  1 0 % ,  t h e  A l a s k a  i n v e s t m e n t  t a x  

c r e d i t  i s  o n l y  1 . 8 % .  C u r r e n t  l a w  a l s o  l i m i t s  t h e  I T C  w h i c h  i s  

a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  t a x e s  t o  t h e  f i r s t  $ 2 0  

m i l l i o n  o f  q u a l i f i e d  i n v e s t m e n t  o u t  i n t o  u s e  i n  t h e  s t a t e  f o r _

e a c h  t a x a b l e  y e a r .  T h a t  l i m i t a t i o n  w o u l d  b e  r e m o v e d  b y  t h i s

T h e  A l a s k a  t a x  c r e d i t  w o u l d  o n l y  a p p l y  t o  i n v e s t m e n t s  

w h i c h  a l s o  q u a l i f y  f o r  t h e  f e d e r a l  c r e d i t .  T h i s  i s  p r i m a r i l y  

p e r s o n a l  p r o p r t y  s u c h  a s  t r u c k s ,  m a c h i n e r y  a n c t  m a n u f a c t u r i n g  

e q u i p m e n t .

a c h i e v i n g  t h a t  g o a l

b i l l



I t  w o u l d  n o t  i n c l u d e  r o a d s ,  b u i l d i n g s ,  m i n e  s i t e s  a n d  s u c h  j 

t h i n g s  a s  f e a s i b i l i t y  s t u d i e s .  U s i n g  t h e  $ 1  b i l l i o n  Q u a r t z  

H i l l  m i n e  p r o j e c t  f o r  e x a m p l e ,  a  v e r y  l i m i t e d  a m o u n t  o f  t h a t

a n  i n c e n t i v e  w o u l d  b e  c r e a t e d  t o  a t t r a c t  i n d u s t r y  t o  A l a s k a  

t h a t  c u r r e n t l y  i s  l a c k i n g .

T h e  p r o m o t i o n  o f  e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  m i n i n g  o f  

m i n e r a l s  a n d  o t h e r  n a t u r a l  d e p o s i t s  i n  t h e  s t a t e  w i l l  

e n c o u r a g e  d e v e l o p m e n t  o f  A l a s k a ' s  n o n  o i l  a n d  g a s  m i n e r a l  

r e s o u r c e s .  T h i s  l e g i s l a t i o n  w o u l d  a l s o  a c c e l e r a t e  t h e  

d i v e r s i f i c a t i o n  o f  t h e  s t a t e ' s  e c o n o m y  a n d  e m p l o y m e n t  b a s e .

O n e  n e w  a d d i t i o n  t o  t h i s  l e g i s l a t i o n ,  n o t  i n c l u d e d  i n

t h e  v e r s i o n  w h i c h  p a s s e d  t h e  H o u s e  l a s t  s e s s i o n ,  i s  i n c l u s i o n  

o f  g a s  p r o c e s s i n g  f a c i l i t i e s  S o u t h  o f  t h e  A r c t i c  C i r c l e .

T h e r e  a r e  a r e a s  i n  A l a s k a  w h e r e  e s t a b l i s h e d  i n f r a s t r u c t u r e ,  

a c c e s s  t o  i c e  f r e e  p o r t s  a n d  s u b s t a n t i a l  a m o u n t s  o f  

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

p o t e n t i a l  f o r  g a s  p r o c e j s s i n g  d e v e l o p m e n t  a n d  e x p o r t  a c t i v i t y .  

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

p r o m o t e  f u l l  a n d  s t a b l e  e m p l o y m e n t  a n d  m i n i m i z e  a d v e r s e  

p o p u l a t i o n  a n d  e n v i r o n m e n t a l  i m p a c t s .

I e x p e c t  t h e  i m p a c t  o n  s t a t e  r e v e n u e s  u p o n  e n a c t m e n t  o f  

t h i s  l e g i s l a t i o n  w o u l d  b e  m i n i m a l .  W h i l e  i n i t i a l l y  t h e r e  

w o u l d  b e  b e  a  s l i g h t  l o s s  o f  r e v e n u e ,  t h e  l o n g  r a n g e  g o a l  t o  

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

p e t r o l e u m  r e l a t e d  r e v e n u e  i n  f u t u r e  y e a r s .  T h e  i n v e s t m e n t  t a x  

c r e d i t  i s  a t e m p o r a r y  t a x  r e d u c t i o n  d i r e c t l y  t i e d  t o  

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

t h e  f u t u r e .  A d d i t i o n a l l y ,  i n v e s t m e n t s  i n  t a r g e t e d  i n d u s t r i e s  

m a y  s u b s t a n t i a l l y  e x p a n d  l o c a l  g o v e r n m e n t s  s a l e s  a n d  p r o p e r t y  

t a x  b a s e s .  I f  t h e  P r u d h o e  b a y  c u r v e  i s  a c c u r a t e ,  a n d  o i l  

r e v e n u e s  b e g i n  t o  d e c l i n e  i n  t h e  l a t e  1 9 8 0 's, i t  i s  o u r  

r e s p o n s i b i l i t y  t o  p l a n  t o  o f f s e t  t h a t  d e c l i n e .  I a m  

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

w h i c h  h a s  s t a t e d  a  d e s i r e  t o  r e a c h  t h i s  g o a l  a s  w e l l .

d e v e l o p m e n t  w o u l d  q u a l i f y  f o r  t h e  t a x  c r e d i t .  B u t  e n o u g h  o f

# # # # # # #



m u  @ f  t h i t h m

T C 3 1  E L d d D S L ^ T T l ^ t l  '

LEGISLATIVE A F F A I R S  A G E N C Y

M  E M O R A N D U M  M a r c h  2 3 ,  1 9 8 3

S U B J E C T :  S p e c i a l  i n v e s t m e n t  t a x  c r e d i t

( H B  2 5 8 )

T O :  R e p r e s e n t a t i v e  J o e  L. H a y e s

F R O M :  R i c h a r d  C .  F o l t a  Qf )
L e g i s l a t i v e  C o u n s e l

C O U C H  y  .  S I A T t  C A P I T O L  

J U N L A U .  A L A S K A  9 9 8 '  1  

907 .165 3800

Y o u  h a v e  r e q u e s t e d  a  s e c t i o n a l  a n a l y s i s  o f  H B  2 5 8 ,  r e l a t i n g  

t o  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t s .

S e c t i o n  1 o f  t h e  b i l l  m o d i f y i n g  t h e  s p e c i a l  i n v e s t m e n t  t a x  

c r e d i t  f o r  s t a t e  c o r p o r a t e  i n c o m e  t a x e s ,  s e t s  o u t  t h e  s t a t e  

l e g i s l a t u r e ' s  p u r p o s e ,  w h i c h  i s  i d e n t i c a l  t o  t h e  c o n g r e s ­

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

t a x  c r e d i t s  f o r  c e r t a i n  p r o p e r t y .  T h e  t h r u s t  o f  t h e  i n v e s t ­

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

m e n t  o f  i n v e s t m e n t  i n  p r o d u c t i v e  r e s o u r c e s ,  w h i c h  t e n d  t o  

w e a r  o u t  a t  q u i c k e r  r a t e s  t h a n  t h o s e  w h i c h  h a v e  b e e n  r e c o g ­

n i z e d  b y  d e p r e c i a t i o n  p r e v i o u s l y  a l l o w e d  b y  t h e  I n t e r n a l  

R e v e n u e  S e r v i c e .  I n  t h e  A l a s k a  c a s e ,  t h e s e  s p e c i a l  

p r o p e r t i e s  w h i c h  t h e  s p o n s o r  w i s h e s  t o  g i v e  a d d i t i o n a l  

c r e d i t s ,  a r e  s t a t e d  t o  b e  g a s  p r o c e s s i n g  f a c i l i t i e s  a n d  

m i n e r a l  e x t r a c t i o n  s y s t e m s  e s t a b l i s h e d  s o u t h  o f  t h e  a r c t i c  

c i r c l e  i n  t h e  S t a t e  o f  A l a s k a .

S e c t i o n  2 o f  t h e  b i l l  p r o v i d e s  t h a t  t h e  1 8  p e r c e n t  i n v e s t ­

m e n t  c r e d i t  l i m i t  c n  s t a t e  c o r p o r a t i o n  i n c o m e  t a x  w i l l  n o t  

b e  a p p l i c a b l e  f o r  t h e  g a s  p r o c e s s i n g  f a c i l i t i e s  a n d  m i n e r a l  

e x t r a c t i o n  s y s t e m s  e s t a b l i s h e d  s o u t h  o f  a r c t i c  c i r c l e .

S e c t i o n  3 o f  t h e  b i l l  p r o v i d e s  f o r  a 1 0 0  p e r c e n t  i n v e s t m e n t  

c r e d i t  i n s t e a d  o f  t h e  p r e v i o u s  1 8  p e r c e n t  f o r  g a s  p r o c e s s i n g  

f a c i l i t i e s  a n d  m i n e r a l  e x t r a c t i o n  s y s t e m s .  S u b s e c t i o n s  (j) 

a n d  (k) a l s o  p r o v i d e  t h a t  t h e  2 0  m i l l i o n  d o l l a r  i n v e s t m e n t  

c r e d i t  a l l o w e d  w i l l  n o t  b e  i n  a d d i t i o n  t o  t h a t  u n d e r  

s e c .  ( b ) . T h e r e  i s  a l s o  a  p r o v i s i o n  t h a t  t h e  c r e d i t s  w i l l  
n o t  a p p l y  o n  l e a s e d  p r o p e r t y  —  t h e y  h a v e  t o  b e  p u r c h a s e d  
p r o p e r t i e s .



R e p r e s e n t a t i v e  o o e  L. H a y e s
Page 2
M a r c h  23, 1983

r

S e c t i o n s  4 a n d  5 p r o v i d e  t h a t  t h e  t a x  y e a r s  f o r  c r e d i t  c o n ­

s i d e r a t i o n s  u n d e r  t h i s  b i l l  b e g i n  J a n u a r y  1, 1 9 8 4 ,  a n d  t h i s  

a c t  w i l l  b e  i n  e f f e c t  i m m e d i a t e l y  u p o n  p a s s a g e .

R C F : l j b  

1 2 / 0 0 2



w a l t  fU r n a c e ,c h a i r m a n
R I C K  U E H L IN G .  V IC E  C H A IR M A N  

J O H N  C O W D E R Y  
N I ILO  E .  K O P O N E N  

H U G H  M A L O N E  
J O H N  R IN G S T A D  

R O N  W E N D T E

P O U C H  V 
J U N E A U ,  A L A S K A  9 9 8 1 1  

(907) 465-3892

H o u s e  L a b o r  a n d  C o m m e rc e  C o m m i t t e e  

MEETING SCHEDULE 
FOR THE WEEK OF APRIL A -  APRIL 10

LABOR ft COMMERCE Meets :  Behrends Rm 209
M -  F 8 : A5 -  10 am

Monday, A p r i l  A
NO MEETING SCHEDULED

Tuesday ,  A p r i l  5 
* *  HB 25 An Act p r o v id in g  f o r  p r e f e r e n c e s  and r e s e r v a t i o n s  in  

s a l e  o r  purchase  o f  s t a t e  r o y a l t y  o i l  t o  companies 
pu rch a s in g  s t a t e  c o a l .

HB 258 An Act e s t a b l i s h i n g  a s p e c i a l  investment tax  c r e d i t ;  
and p r o v id in g  f o r  an e f f e c t i v e  d a te .

Wednesday, A p r i l  6
HB 22 An Act e s t a b l i s h i n g  a s t a t e  r e s i d e n c e  requ iremen t

f o r  l o an s  pu rchased  by the  A laska  I n d u s t r i a l  D ev e l ­
opment A u t h o r i t y .

Sunset -  M ed ica l  Board

HB 111 An Act r e l a t i n g  t o  inves tments  and d e p o s i t s  o f  
p u b l i c  money w i th  f o r e ig n  banks.

T hu rsday ,  A p r i l  7
HB 126 An Act l im i t i n g  the l i a b i l i t y  o f  a i r c r a f t  owners or  

o p e r a t o r s  f o r  p e r s on a l  i n j u r y  o r  dea th  to  guest  
pa ssenge rs .

HB 2A6 An Act r e l a t i n g  t o  the  d e r e g u l a t i o n  o f  i n t e r e s t  
r a t e s ;  and p r o v id in g  f o r  an e f f e c t i v e  d a te .



Friday, A p r i l  8

HB 26 An Act e s t a b l i s h i n g  the  b u s in e s s  r e f i n a n c in g  and 
expansion loan  program in  the  A la ska  I n d u s t r i a l  
Development A u t h o r i t y ;  and p r o v id in g  f o r  an e f f e c ­
t i v e  da te .

* *  HB 308 An Act r e l a t i n g  to  in su ran ce

* *  I n d i c a t e s  n o t i c e  o f  f i r s t  p u b l i c  h e a r in g  on a new b i l l .
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1 IN THE HOUSE BY HAYES AND SZYMANSKI

2 SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 258

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 T H I RTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act establishing a special investment tax credit;

7 and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA-

9 * Section 1. LEGISLATIVE FINDINGS AND INTENT. The legislature finds

10 and declares that

11 (1) there exist areas of the state south of the Arctic Circle in

12 which the factors of established population centers, established infra-

13 structure, access to ice-free ports, and substantial uncommitted reserves

14 of natural gas combine to provide an optimum basis for gas processing

15 development: for an export market;

16 (2) development of gas processing facilities in the areas will

17 minimize adverse population and environmental impacts on the other areas of

18 the state;

19 (3) development of gas processing facilities in the areas will

20 promote full and stable employment, promote the creation of export markets

21 tor the natural energy resources of the state, and promote the Long-term

22 development of other natural resources in the state;

23 (4) it is in the statewide public interest, and is declared to

24 be a public purpose, to promote the prosperity and general welfare of all

25 citizens of the state by stimulating the development of gas processing

26 facilities in such areas;

27 (5) it is further in the statewide public interest, and is

28 declared to be a public puipose, to promote the exploration, drilling of

29 wells, development, and mining of minerals and other natural deposits

- 1 -  SSHB 258

Introduced: 3/25/83
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1 (other than oil and gas) in the state, to assist the state by diversifying

2 its economy, to make it less dependent on oil and gas, /jrovide increased

3 employment opportunities and provide an incentive for investment in the

4 state; and

5 (6) the establishment of a special investment tax credit is

6 necessary in order to promote and accomplish the objectives listed in (1) -

7 (5) of this section.

8 * Sec. 2. AS 43.20.021(d) is amended to read:

9 (d) Where a credit allowed under the Internal Revenue Code is

10 also allowed in computing A laska income tax,, it is limited to 18

11 percent for corporations of the amount of credit determined for fed-

12 eral income tax purposes wh i c h  is attributable to Alaska. T his limi-

13 tation shall not apply to the credits allowed by AS 43 .20.036 (j ) arid

14 i h L .

15 * Sec. 3. AS 43.20.036 is amend d by adding new subsections to read:

16 For purposes of calculating income tax payable undev this

17 chapter the taxpayer may apply as a credit against a tax liability 100

18 percent of the investment credit allowed a3 to federal taxes under

19 Internal Revenue Code Section 38 (26 U.S.C. 38 P.L. 87-834) on the

20 full amount of qualified invescment put into use south of the Arctic

21 Circle in the state for each taxable year for gas processing facili-

22 ties; for the purposes of tl.is paragraph, "gas processing facilities"

23 means plants and facilities for processing any product, other than

24 crude oil, of an oil or gas well, including but not limited to lique-

25 fied natural gas, methanol and urea processing plants and facilities,

26 excluding any pipelines from oil and gas wells to any plants and 

facilities. The amount of credit allowed under this subsection sh^ll 

not be subject to the limitations imposed by (b) of this section, but 

any credit which is allowed under this subsection shall not also be

SSHB 258 - 2 -



1 allowed under (b) of this section. No credit shall be allowed under

2 this subsection for any investment credit wh i c h  is allowed as to

3 federal taxes for leased property by reason of section 168(f)(8) P.L.

4 97-34 of the Internal Revenue Code (26 U.S.C. 168(f)(8) P.L. 97-34).

5 (k) For purposes of calculating income tax payable under this

6 chapter the taxpayer may apply as a credit against a tax liability 10 0

7 percent of the investment credit allowed as to federal taxes un d e r

8 Internal Revenue Code Section 38 (26 U.S.C. 38 P.L. 87-834) on the

9 full amount of qualified investment [put into use south of the A r c t i c

10 C irclejin the state for each taxable year for exploration, drilling of

11 wells, development, or mining of the natural deposits listed in Sec-

12 tion 613(b) of the Internal Revenue Code (26 U.S.C. 613(b))(P.L.

13 89-809 and P.L. 88-571); for the purpose of this subsection, "mining"

14 has the meaning given in Section 613(c)(2) of the Internal Revenue

15 Code (26 U.S.C. 613(c)(2) P.L. 85-866). The amount of credit allowed

16 under this subsection shall not be subject to the limitations Imposed

17 by (b) of this section, but any credit which is allowed under this

18 _ subsection shall not also be allowed under (b) of this section.

19 Credi,' shall not be allowed under this subsection for any investment

20 credit which is allowed an to federal taxes for leased property by

21 reason of Section 168(f)(8) of the Internal Revenue Code (26 U.S.C.

22 1 6 8 (f)(8 ) P.L. 97-34).

23 * Sec. 4. This Act applies to tax years beginning after Dece m b e r  31,

*4 1983.

'.5 * Sec. 5. This Act takes effect immediately in accordance wi t h  AS 01.-

26 1 0 . 0 7 0 ( c ) .
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C I R I C O O K  I N L E T  R E G I O N  I N C .

TO:
I n t e r  - O f f i c e  M e m o r a n d u m

Lance Anderson , Vice P re s id en t, F in an c e /

FROM: S teve H illard , Vice P residen t and General Counsel
Date: March 28, 1983
Subject: CONSTITUTIONALITY OF GEOGRAPHIC CLASSIF ICATIO N  IN INVESTMENT

TAX CRED IT B IL L

You have asked fo r a review o f the constitu tiona lity  o f a geographic distinction 
contained in an bill d ra fted  by C IR I and introduced in the A laska S ta te  
Leg is la tu re . The legislation will g ra n t certain investm ent tax  c red its to those 
gas p rocesso rs located south o f the A rc tic  C irc le . The question presen ted is 
whether th is  type o f c lassifica tion , based on geography , vio la tes the United 
S ta te s  or A laska Constitu tion s.
Based upon a review o f pe rtin en t federal and s ta te  au th o ritie s , it is my view 
th a t the proposed legislation does not violate the United S ta te s or Alaska 
Constitu tion s.
I . Federal Constitu tional Issu es

H
I t  is usefu l to note a t the ou tse t th a t th e re  is one sign ifican t constitutional 
provision which does not appear to apply to the proposed tax c red it. The 
United S ta te s  Constitu tion p rovides th a t all taxes levied by Congress shall be 
uniform th roughou t the United S ta te s . U .S . Const. A r t .  1, Section 8. The 
United S ta te s  Supreme Court has con sisten tly  in te rp re ted  th is requirement to 
mean geographic un ifo rm ity . Knowlton v . Moore, 178 U .S . 41 (1900); Steward 
v . D av is, 301 U .S . 494 (1938JT Under th is in te rp re ta tio n , d istinc tions among 
the s ta te s  are imperm issible. T h u s , the United S ta te s  D is tric t Court fo r the 
D is tric t o f Wyoming has recen tly  held tha t the C rude Oil Windfall P ro fits  Tax 
Act o f 1980 is unconstitu tional because it exempts oil produced from north of 
the A rc tic  C irc le . P ta svn sk i v . United S ta te s , 82-2 USTC Para. 9654 (D .C . 
Wyo. 1982). The cou rt noted tha t although rational ju stifica tion s fo r the 
exemption do e x is t, the exemption is specifically forb idden by the Constitu tion . 
In sh o r t, the cou rt appeared to hold tha t geographic d istinc tions are per se 
unconstitu tional. The United S ta te s Supreme Court recen tly has determ ined to 
review th is  d istinc tion .
In ligh t o f these p receden ts, it would appear th a t if Congress were to enact the 
proposed b ill, the bill would run a s trong  r isk  o f being held unconstitu tional. 
The federal uniform ity p rov ision , however, by its  term s applies only to ac ts of 
C ong re ss, not ac ts o f the s ta te s . Generally it has been held, fo r example, th a t 
th e re  is nothing in the United S ta te s Constitu tion which requ ire s s ta te  taxation 
to be uniform . See Carmichael v . Sou thern Coal C o ., 301 U .S . 495 (1937). 
T h u s , the proposed legislation does not violate the uniform ity clause o f the 
United S ta te s  Constitu tion .
I t  is also possible to a s s e r t th a t the legislation vio la tes the Equal Protection 
Clause o f the Fourteen th  Amendment. I t  m ight be contended, in o ther words, 
th a t the proposed legislation imperm issibly d iscrim inates aga in st gas p rocesso rs
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located north o f the A rc tic  C irc le . The United S ta te s Supreme C ou rt, however, 
has consisten tly  held th a t where sta te  "taxation is concerned and no special 
r ig h t, apa rt from equal p ro tec tion , is imperiled, the S ta te s have large leeway in 
making c lassifica tions and draw ing lines which in th e ir judgment produce
reasonable system s o f ta x a tio n ." Lehnhauser v . Lake 5hore Auto P a r t s , mo
U .S . 356 (1973); S ta te  Board o f Tax Comm'rs o f Indiana v . Ja c k son , 283 U .S .
527 (1931). The appropria te  te s t  to be applied to sta te  taxation schemes is 
whether the s ta te  classification has a "ra tional b a sis" or whether it is "palpably 
a rb i tra ry "  or "cap ric io u s." k k  I f  "any s ta te  o f fac ts reasonably can be 
conceived" to ju s tify  a c lassifica tion , the Court will su sta in  i t.
Applying the foregoing p rincip les to the proposed legisla tion , it appears tha t 
the Supreme Court would uphold the c lassifica tion . A lthough not in the context 
o f a taxation case, the Supreme Court has specifically sta ted  th a t the "Equal 
Protection Clause re la tes to equality between persons as such ra th e r than 
between areas . . . .  T e rr ito ria l uniform ity is not a constitu tional re q u is ite ." 
Sa lsbu rg  v . M aryland, 346 U .S . 545 (1954). In the tax  area, the C ou rt has
upheld a s ta te  tax  which provided fo r d iffe ren t tax  ra te s based on the 
"g ra v i ty "  o f certain  oil and which a rguab ly  discrim inated between oil produced 
in Northern and Sou thern Louisiana. Ohio Oil Co. v . Conway, 228 U .S . 146 
(1S70). The Court held th a t the classification based on ^ a v i t y "  was not 
unreasonable. A lthough not d irec tly  on point, since the case did not involve a 
specific geographic d istinc tion , Conway does confirm tha t the Court will apply a 
relaxed standard  of review to s ta te  taxation schemes and th a t all areas o f a 
s ta te  need not have, an equal tax burden .
A number o f lower cou rts have specifically addressed s ta te  tax c lassifica tions 
based on geography . These cou rts have held th a t "d is tin c tion s based on 
geographical areas are not, in and o f them selves, vio lative o f the Fourteen th  
Amendment." Levy v . P a rk e r , 346 F .S u p p . 877 (E .D . La. 1972); McCarthy v . 
Jo n e s , 449 F .Su pp . 486 (S .D . Ala. 1973) (no "ra tional b a sis" fo r d iffe ren t tax 
ra te s fo r d iffe re n t coun tie s); W eissinger v . Boswell, 330 F .S u p p . 615 (M .D. 
Ala. 1979) (sam e). These cou rts have explained th a t a s ta te  "m ust 
dem onstrate , i f  it w ishes to estab lish  d iffe re n t c lasses o f p rope rty  based on 
d iffe ren t geographical locations — e .g . ,  ru ra l a reas as opposed to urban areas 
— tha t the classification is ne ither capricious nor a rb i tra ry  bu t re s ts  upon some 
reasonable consideration o f d iffe rence or po licy ." k k
The question thu s remains whether the justifica tion a sse rted  fo r the geographic 
classification in th is case — to encourage the location o f a certain  in d u s try  in a 
certa in  region o f the S ta te  — is su ffic ien t to su sta in  th r c lassifica tion . 
A lthough I have not found a case d irec tly  on poin t, the Supr 'me Court has 
suggested  tha t tax c lassifica tions designed to create incentives fo r bu siness to 
locate within a s ta te  are perm iss;ble. In Allied S to res o f Ohio v . Bow ers, 358 
U .S . 522 (1959), the C ou rt sta ted  th a t a tax  s ta tu te  which "encourages the 
location within the s ta te  o f needed and useful indu strie s by exempting them, 
though not also o th e rs , from its  taxes is not a rb i tra ry  and does not violate the 
Equal Protection Clause o f the Fourtee.ith  Amendment." The same rationale 
would appear to apply equally well to the proposed legislation here , since it is 
designed to encourage location o f a business in a pa rticu la r p a rt o f the s ta te .
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11. A laska Constitu tional Issu e s
The re  are a t least th ree potential issues under the Alaska Constitu tion . F i r s t ,  
the legislation m ight violate an implied requirement o f "equality  and unifo rm ity" 
o f all s ta te  taxe s . Second, the legislation might violate the Equal Protection 
Clause found in the A laska Constitu tion , A rtic le  I, Section 1, which has been 
in te rp re ted  somewhat d iffe re n tly  from the Equal Protection Clause o f the 
Fou rteen th  Amendment. T h ird , the legislation might constitu te  a "local or 
special ac t" prohibited by A rtic le  I I ,  Section 19 of the A laska Constitu tion . Let 
me add re ss the f i r s t  two issues to ge th e r, since they are in te rre la ted .
I t  is necessary to begin with a b it o f background. The va st majority o f sta te  
constitu tions embody some provisions fo r "uniform  or equal" taxe s. The re  is , 
however, ro  such provision in the Alaska Constitu tion . The general rule 
appears to be th a t in the absence o f exp re ss provision in the s ta te  constitu tion , 
it is not essen tia l th a t s ta te  tax  s ta tu te s  operate equally and uniform ly. See 
genera lly 84 C . J . S .  2d. Taxation , Section 21 (d iscu ss in g  a u th o r it ie s ) . 
However, a t least one cou rt has held th a t the principle o f uniform ity in taxation 
applies even in the absence o f an explic it constitutional p rovision . See e .g . .  
Commissioners o f S inking Fund o f C ity  o f Louisville v . Ohio Valley Grocery 
S to re  C o ., 240 S.VV. 2d 56 ( K y . ) .  T hu s , the re  is a t least some possib ility  th a t 
a cou rt m ight imply a uniform ity requirement in the A laska Constitu tion .
T h is  possib ility  is fu r th e r complicated in the S ta te  of A laska . A lthough the 
Constitu tion o f the S ta te  of A laska nowhere requ ire s s ta te  taxes to be uniform , 
Section 9 o f the Organic Act o f A laska , 48 U .S .C . Section 28, p rovides that 
"all taxes should be uniform upon the same class o f su b je c ts ." Under the 
Organic A c t, the cou rts have in te rp re ted  the requirement o f uniform ity to 
requ ire  geographic un ifo rm itv . In Hess v . Mullaney, 91 F .Su pp . 139 (D .C . 
A laska 1950), reve rsed  on o ther g round;., 18$ F.2d 417 (9th C ir. 1950), the 
cou rt considered whether A laska 's f i r s t  p roperty  tax violated the uniform ity 
requirement of the O rganic A c t. The p rope rty  tax  levied a tax on all 
p ropertie s in the s ta te , provided tha t i f  the p roperty  was located within an 
incorporated c ity , town or school d is tr ic t ,  th a t en tity  should a sse ss and collect 
the tax . P la in tiff claimed- th a t the tax was unlaw ful, since p rope rty  would be 
taxed d iffe ren tly  depending on where it was located. The D istric t Court 
ag reed , reasoning tha t c lassifica tions may not be based on geographical lines or 
mere location o f the p ro p e rty .
T h is  view was somewhat modified in a successo r case, Hess v . Mullaney, 102 F. 
Supp . 430 (D .C . A laska 1952), a ffirm ed , 213 F.2d 63!) ($ th  C ir. 1954).
A lthough the cou rt ultimately upheld the p rope rty  ta x , it acknowledged that 
"unquestionab ly , system atic geographical discrim inations in the bu rdens o f 
taxation have been held v o id ." The court found, however, th a t "we assume 
tha t the un ifo rm ity clause of the Organic Act requ ire s the same measure o f 
uniform ity or equality which is required by the Equal Protection Clause o f the 
Fourteen th Amendment." The court field th a t under the "ra tional b a sis" te s t ,  it 
was reasonable to r the leg isla tu re  to have cities a sse ss and collect taxes fo r 
p rope rty  within th e ir ju risd ic tion .
In ligh t o f the fo rego ing , a s tro n g  argument can be rrk;de tha t a separa te and 
d istin c t "un ifo rm ity " requirem ent no longer e x is ts  in A laska. F i r s t ,  the Alaska 
Constitu tion does not provide fo r un ifo rm ity . The Organic Act is a mere act of C ongress, and, whatever its  continuing e ffec t in ligh t o f A laska statehood, it
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probably adds little  to the provision o f the A laska Constitu tion . Second, even 
i f  the uniform ity requirement of the Organic Act is s till con tro lling , the Ninth 
C ircu it in Hess v . Mullaney held that, the A laska uniform ity requirement is no 
s tr ic te r  than the equal protection requirement.
A recent case, S ta te  v . Reefer King C o ., In c . , 559 P .2d 56 (A la s. 1976), 
suppo rt th is  view and is pa rticu la rly  re levan t to th is  case. The case involved 
the constitu tionality  o f a s ta te  tax  which drew a distinction between "flo a tin g " 
and "sho re -b a sed " fish  p rocesso rs. Because the tax  placed a h igher tax  ra te  
on floating p rocesso rs, the floating p rocesso rs claimed tha t the s ta tu te  created 
an illegal classification under the S ta te  equal protection clause. The Alaska 
Supreme Court rejected tha t contention. A lthough the classification could in 
one sense be deemed to be a "geograph ica l" c lassifica tion , the Court did not 
even mention the Hess v . Mullaney cases. In stead , the Court held tha t the 
classification should be tested  again st the S ta te 's equal protection ana lysis , 
which provides th a t a s ta tu to ry  classification must

"be reasonable, not a rb i tr a ry , and must re s t 
upon some ground o f d iffe rence having fa ir 
and substan tia l relation to the object o f the 
leg isla tion , so tha t all persons sim ilarly 
circum stanced, shall be trea ted  a lik e ."

The Court held tha t the classification re flec ted a leg isla tive judgment tha t 
shore-based p rocesso rs make a more valuable contribution to the S ta te 's  local 
economies than the floating p rocesso rs. According to the Cou rt, it is not 
a rb itra ry  fo r the leg isla tu re  to conclude th a t shore-based p rocesso rs were to be 
p re fe rred  over floating p roce sso rs, which d is trib u ted  economic bene fits over 
several locations. And, in important language fo r the p resen t issue , the Court 
concluded tha t

"The  s ta te  may legitimately encourage, 
th rough  tax incentives or exemptions, 
indu strie s or typ e s o f in du strie s which it 
considers desirab le , and th is method o f 
encouragement does not deprive o ther
ta xp aye rs , who do not qua liiy  fo r the 
bene fit, o f equal protection o f the laws.

Two additional points should be made with respec t to Reefer K in g . F i r s t ,  the 
case s tro n g ly  suppo rts the notion that the S ta te  o f A laska may make a 
classification in o rder to en tou rage businesses to locate in a pa rticu la r area. A 
primary reason fo r C IR I's  proposed legisla tion, o f course , is to encourage gas 
p rocesso rs to locate south o f the A rctic  C irc le . Second, the equal protection 
te s t adopted by the A laska Supreme Court is somewhat more demanding than the 
te s t used in in te rp re tin g  the Equal Protection Clause o f the Fourteen th 
Amendment. The A laska te s t ,  fo r example, requ ire s the classification to bear a 
" fa ir  and sub stan tia l" relation to the purpose o f the s ta tu te , ra th e r than merely 
a "reasonable" relationship More s ig r'.fic an tly , under the A laska te s t ,  unlike 
the federal to s t ,  the cou rts will "no longer hypothesize fac ts  which would 
otherw ise su sta in  questionable litig a tio n ." Isakson v . Rickey 550 P .2d 359
(1975). T h is means th a t in o rder to su rv iv e  constitu tional sc ru tin y , the 
proposed legislation must clearly a rticu la te  the purpose o f the legislation and 
the rationale fo r the geographic c lassifica tion . The rationale fo r the geographic 
classification is exp re ssly  contained in the investm ent tax c red it b ill.
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The re  is one final issue . A rtic le  I I ,  Section 19 o f the Alaska Constitu tion 
p rovides th a t the "le g is la tu re  shall pass no local or special act i f  a general act 
can be made app licab le .11 In th is  case, it con'd be argued tha t the proposed 
legislation is a local o r special act in th a t it u v o r s  a particu lar region o f the 
S ta te .
I t  is doubtfu l th a t the proposed legislation constitu tes a local or special ac t. In 
Baucher v . Engstrom , 528 P .2d 456 {A las. 1974), the Alaska Supreme Court 
s ta ted  tha t "legisla tion does not become local merely because it operates only on 
a limited number of geographical areas ra th e r than on a statew ide geographical 
b asis . A legisla tive act may a ffe c t only one of a few areas and ye t re la te to a 
matter o f statew ide concern or common in te re s t . "  Accord, Abrams v . S ta te , 534 
P .2d 91 {A las. 1975); S ta te  v . Lew is, 559 P .2d 630, ce rt denied, 432 U .S . 901 
(1977) (upholding the land exchange between C IR I” the United S ta te s and
A la sk a ). T h u s , to the ex ten t the proposed legislation is a matter o f statew ide
concern, which we believe it is , the proposed legislation is perm issible.
More s ign ifican tly , the A laska Supreme Court in S ta te  v . Lewis held th a t the
te s t fo r determ ining what con stitu tes "local or special" acts is sub stan tia lly  the
same fo r determ ining '-what violates the S ta te  equal protection clause. I f  the 
equal protection standard  is sa tis fie d , "th e  legislation will not be invalid 
because c f incidental local or p riva te  ad van tage s." Id . In term s o f our case, 
th en , the crucial issue is whether the proposed legislation violates the S ta te  
s tandard  o f equal pro tection . I f  not, A rtic le  I I ,  Section 19 will not pose a 
problem.
SCH : Iw
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HB 274: FISCAL NOTE ANALYSIS:

In the event that HB 274 is not enacted, $122,500 will be required 
in FY '84 to regulate the currently exempted cable television 
utilities.
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To: R e p r e s entative Walt Furnace, Chairman

and all Ho u s e  Labor & Commerce Members

From: Jefferson B. Barry

Professional Aide

Re: Staff Analysis HB 274

B A C K G R O U N D . In the late 1970's the FCC (Federal Communication 

Commission) started deregulating major portions of the communications 

industry. T h e r e  existed the impending break-up of the Bell System, 

proposed Federal legislation changing the ground rules and policy in 

communications, and the advent of n e w  technology m aking commercial cable 

television and other communication enterprises feasible on a large 

scale. In addition, a number of lawsuits were filed (nationally) which 

requested the Courts to clarify the regulatory powers of the State, 

Municipalities, cities, etc.; and, define the rights of the various 

regulated businesses. Final determination in a number of these cases is 

still pending.

Even though a uniform national policy had not been developed, one

thing was clear. It was the intent of the Federal government to

deregulate. In 1980, on an experimental basis, the State deregulated 

cable television. The deregulation was not all inclusive, but it was an 

attempt to conform to the deregulation policy.' All indications are that 

the d e r egulation in Alaska has worked satisfactory.

E F F E C T . HB 274 would make the economic regulation of cable 

television public utilities exempt from the Alaska Public Utilities 

Commission and local municipalities. To insure protection of the 

consumer, there is a provision that if 25 per cent of the subscribers

feel their treatment is not satisfactory, they m e y  petition, and will be

granted, for regulation by APUC.

If the legislation, or similar legislation, is not passed the APUC 

will be required to hold hearings and estab.'is^ .ates for all of the 

cable television companies in the State. The current exemption expires 

on Ju l y  1, 1933 and it takes an affirmative action by the L egislature to 

continue the deregulation. This legislation would continue the 

deregulation.



D e a r  G o v e r n o r  S h e f f i e l d :
i ,

We a r e  p l e a s e d  t o  t r a n s m i t  f o r  y o u r  c o n s i d e r a t i o n  t h e  a t t a c h e d  
l e g i s l a t i o n  t h a t  w ou ld  make p e rm anen t  and c l a r i f y  t h e  p r e s e n t  
s t a t u t o r y  e x em p t i o n  o f  c a b l e  t e l e v i s i o n  (CATV) p u b l i c  u t i l i t i e s  
f r o m  e c o n om i c  r e g u l a t i o n  by t h e  A l a s k a  P u b l i c  U t i l i t i e s  Commis­
s i o n .

The e x i s t i n g  s t a t u t o r y  e x em p t i on  o f  CATV sy s tem s  was e n a c t e d  by 
*/ t h e  L e g i s l a t u r e  i n  1 9 8 0  and e x t e n d s  o n ly  t h r o u g h  J u n e . 3 0 ,  1980^  

i t  was i n t e n d e d  t o  be a  t h r e e - y e a r  e x p e r im e n t a l  d e r e g u l a t i o n  p r o ­
g ram .  As o r i g i n a l l y  e n a c t e d ,  Ch. 1 3 6 ,  SLA 1 9 8 0 , added s u b s e c t i o n
( i )  t o  AS 4 2 . 0 5 . 7 i l ,  b u t  l a t e r  was r e v i s e d  by t h e  R e v i s o r  o f  
S t a t u t e s  as  S e c .  13  o f  t h a t  c h a p t e r  w h ich  r e a d s :

C ao le  t e l e v i s i o n  sy s t em s  a r e  exempt f rom  t h e  p r o v i s i o n s  
o f  AS 4 2 . 0 5 ,  o t h e r  t h an  t h e  p r o v i s i o n s  o f  AS 4 2 . 0 5 . 2 2 1  -  
4 2 . 0 5 . 2 8 1 ,  u n t i l  J u l y  1 ,  19*83. T h i s  e x em p t ion  d o e s  n o t  
a p p ly  i n  c i t i e s  o r  v i l l a g e s  w h ich  have a p o p u l a t i o n  o f  
l e s s  t h a n  3 , 5 0 0  p e o p l e  and w h ich  a r e  n o t  l o c a t e d  on a 
s t a t e  r o a d  o r  m a r in e  h ighway .  The e f f e c t s  o f  t h e  exemp­
t i o n  o f  c a b l e  t e l e v i s i o n  sy s tem s  f rom  r a t e  r e g u l a t i o n  
by th e  A l a s k a  P u b l i c  U t i l i t i e s  C omm iss ion  p r o v i d e d  in  
t h i s  s e c t i o n  s h a l l  be r e v i ew ed  by t h e  l e g i s l a t u r e  b e f o r e  
J u l y  1 ,  1 9 8 3 .  ' I f  t h e  l e g i s l a t u r e  f a i l s  t o  e x t e n d  t h e  
ex em p t ion  b e f o r e  J u l y  1 ,  1 9 8 3 ,  t h i s  s e c t i o n  i s  r e p e a l e d  
on t h a t  c a t e ,  and c a b l e  t e l e v i s i o n  sy s tem s  l o t  t h e i r  
exempt s t a t u -  on t h a t  d a t e  and become s u b j e c t  wc r e g u l a ­
t i o n  by t h e  A l a s k a  P u b l i c  U t i l i t i e s  C om m iss ion .

J u n e a u ,  A l a s k a  9 9 8 1 1
i

The p r o p o s e d  l e g i s l a t i o n  w ou ld  p e rm an en t l y  d e r e g u l a t e  CATV
s e r v i c e s  w i t h  r e s p e c t  t o  r a t e s  and c h a r g e s  f o r  t h o s e  s e r v i c e s ,
t h e  q u a l i t y  o f  t h a t  s e r v i c e ,  management p r a c t i c e s  and c u s t om e r
c o m p l a i n t s ,  bu t  w ou ld  r e t a i n  t h e  C om m is s i o n ' s  a u t h o r i t y  w i t h

1* t h e  i s s u a n c e  o f  a c e r t i f i c a t e  o f  p u b l i c  c o n v e n i e n c e  and necv s s i t y  t o  
r e s p e c t  uo/ s - a z i i i f a CATV p u b l i c  u t i l i t y  (AS 4 2 . 0 5 . 2 2 1 -  

^ n d e r

4 2 . 0 5 . 2 8 l ) V  w h i c h  t h e  Comm iss ion  d e t e rm in e s  i f  an a p p l i c a n t  
CATV company i s  f i t ,  w i l l i n g ,  and a b l e  t o  f u r n i s h  CATV s e r v i c e  
and w h e t h e r  t h e  p u b l i c  c o n v e n i e n c e  and n e c e s s i t y  r e q u i r e s  t h a t
CATV s e r v i c e  be p r o v i d e d  t o  t h e  p r o p o s e d  s e r v i c e  a r e a .  (Unde r

, v -r
y  e x i s t i n g  AS 4 2 . 0 5 . 3 2 1 ( b ) ,  CATV u t i l i t i e s  a l s o  s i l l  a r e  s u b j e c t

t o  C o m m i s s i o n  j u r i s d i c t i o n  w i t h  r e s p e c t  t o  j o i n t  u s e  a n d  i n t e r ­

c o n n e c t i o n  o f  u t i l i t y  f a c i l i t i e s . ) 1



The p r o p o s e d  b i l l  a l s o . w o u l d  d e l e t e  t h e  l a n gu ag e  f r om  t h e  e x i s t i n g  
CATV e x em p t i o n  wh ich  i n c l u d e s  w i t h i n '  t h e  e x em p t i o n  t h o s e  CATV 
s y s t em s  o p e r a t i n g  i n  s m a l l  A l a s k a  c om m u n i t i e s  i f  t h e s e  c om m un i t i e s  
a r e  l o c a t e d  on a " s * ;a te  r o a d  or' m a r in e  h ig h w a y 11. The e f f e c t  o f  
t h i s  p r o v i s i o n  ha s  b e en  t o  i n c l u d e ,  w i t h i n  t h e  amb i t  o f  t h e  e x em p t ion  
ev e ry -  CATV sy s tem  o p e r a t i n g  i n  t h e  S t a t e  e x c e p t  t h a t  in  B a r r o w .
O f t e n  i t  h a s  b e en  d i f f i c u l t  t o  d e t e rm in e  what c o n s t i t u t e s  a " s t a t e  
r o a d , "  and many h o u r s  o f  S t a f f  ar.c C omm iss ion  t im e  have b e en  c on ­
sumed i n  m ak ing  t h a t  d e t e r m i n a t i o n .  I n s t e a d  t h e  Comm iss ion  p r o p o s e s  
t o  s i m p l i f y  t h e  e x em p t i o n  by s u b s t i t u t i n g  f o r  t h a t  l a n g u a g e ,  a 
p r o v i s i o n  w h i c h  p a r a l l e l s  t h e  e x i s t i n g  e x c e p t i o n  t o  e c on om ic  d e ­
r e g u l a t i o n  c o n t a i n e d  i n  AS iJ2 . 0 5 .  7 11  (e  ) ( s m a l l  e l e c t r i c  ana t e l e p h o n e  
u t i l i t i e s )  and ^ 2 . 0 5 . 7 1 1 ( i ) ( s m a l l  g a rb a g e  and r e f u s e  c o l l e c t i o n  and 
d i s p o s a l  p u b l i c  u t i l i t i e s ) ;  n am e ly ,  t h a t  i f  25 p e r c e n t  o r  more  
o f  t h e  s u b s c r i b e r s  t o  CATV s e r v i c e  p e t i t i o n  t h e  C om m is s ion ,  CATV 
s e r v i c e  i n  a g i v e n  community  wou ld  on ce  a g a i n  be s u b j e c t  t o  e c on om ic
r e g u l a t i o n . £’’^ ? h e  Comm iss ion  b e l / ^ i 4 e s  t h a t  t h i s  e x c e p t i o n  t o  d e r e g u -  

6l a t i o n  r e s o c n s  t o  t h e  c o n c e r n  o f  t h e  CATV s u b s c r i b e r  who wonders  
t o  whom t h e  s u b s c r i b e r  c o m p l a i n s  i f  h e / s h e  i s  d i s s a t i s f i e d  w i t h  
t h e  s e r v i c e  r e c e i v e d  and i f  r e s o r t  t o  t h e  CAT/ management d o e s  n o t  
c r o c .u c e  a r e s o l u t i o n  o f  t h e  c o m p l a i n t .  M o r e o v e r ,  i t  f u r n i s h e s

/

a " s a f e t y  v a l v e "  f o r  CATV s u b s c r i b e r s  and a p r o t e c t i o n  o f  them /
•t
\a g a i n s ; t o t a l } y  u n s u p e r v i s e d  monopo ly  wh ich  r e c e n t  c a s e  law d e -
\

v e l o p m en t  i n  t h e  a p p l i c a t i o n  o f  a n t i - t r u s t  law t o  l o c a l  g o v e r n -  j

n e n t s  s u g g e s t s -  i s  a c o n c e r n  o f  t h e  c o u r t s  ( e . g . ,  t h e  C i t y  o f  /
B o u l d e r  c a s e )  i s  c o n s i s t e n t  w i t h  l e g i s l a t i v e l y - e s t a b l i s h e d  j
p o l i c y  •• 'i th r e s p e c t  t o  e c o n o m i c a l l y  d e r e g u l a t e d  p u b l i c  u t i l i t i e s .  
A d d i t i o n a l l y ,  t h e  Co: m i s s i o n  b e l i e v e s  t h a t  t h i s  e x c e p t i o n  t o  
pe rm anen t  e c on om ic  d e r e g u l a t i o n  ii '  p r o t e c t i v e  o f  t h e  p u b l i c  
i n t e r e s t  i n  t h a t  i t  r e c o g n i z e s  t h a t  in  t h e  s m a l l e r  c om m un i t i e s  
i n  A l a s k a ,  CATV w e l l  may be  t h e  c n l y  e n t e r t a i n m e n t  o p t i o n  and  
a l s o  may f u n c t i o n  a s  an im p o r t a n t  c om m un ic a t i o n s  medium f o r  t h e  
com m un i ty ,  w he rea s  . i n  t h e  l a r g e r ,  u rb an  a r e a s  t h e r e  a r e  
e t h e r  e n t e r t a i n m e n t / c o m m u n i c a t i o n s  a l t e r n a t i v e s .  As a p r a c t i c a l



I n  r e q u e s t i n g  y o u r  s u p p o r t  f o r  t h e  p r o p o s e d  l e g i s l a t i o n  and i t s
* . t

p r e s e n t a t i o n  f o r  c o n s i d e r a t i o n  a t  t h e  1 9 S3 l e g i s l a t i v e  s e s s i o n ,
t h e  C om m is s ion  b e l i e v e s  t h a t  t h e  a b s en c e  o f  s u b s c r i b e r  p r o b l em s

•
o r  c o n c e r n s  a r i s i n g  f rom  t h e  e c on om ic  d e r e g u l a t i o n  o f  CATV
s e r v i c e  i n  Ale sk a  o v e r  t h e  p a s t  two and o n e - h a l f  y e a r s ,  as  w e l l

^ e n t e r t a i n m e n t / c o m m u n i c a t i o n s  w

a s  t h e  m a n y  - trs=a=s£sssss:t.~.sssggasmi: 1 ■"

a l t e r n a t i v e s  t n a t  now a r e  c om p e t in g  in  t h e  m a rk e t  p l a c e  f o r  
mosa A l a s k a n s ,  a r e  ample e v i d e n c e  t h a t  e c on om ic  r e g u l a t i o n  by 
t h e  C om m iss ion  i s  in d e e d  u n n e c e s s a r y .  A d d i t i o n a l l y ,  c o n t i n u i n g  
t h e  p r e s e n t  emempt s t a t u s  o f  CAT/ s e r v i c e s ,  s u b j e c t  t o  t h e  
e x c e p t i o n  p r o p o s e d  a b o v e ,  w i l l  a l l o w  t h e  Comm iss ion  t o  d e v o t e  
i t s  t im e  and r e s o u r c e s  t o  t h o s e  n e c e s s a r y  u t i l i t y  s e r v i c e s  
i n  w h i c h  e c on om ic  r e g u l a t i o n  i s  e s s e n t i a l  t o  p r o t e c t  t h e  
p u b l i c  i n t e r e s t .

I f  we c an  a s s i s t  y o u r  o f f i c e  i n  r e s p o n d in g  t o  any q u e s t i o n s  
c o n c e r n i n g  t h i s  p r o p o s e d  l e g i s l a t i o n ,  p l e a s e  c o n t a c t  me a t  
y o u r  c o n v e n i e n c e .

V e ry  t r u l y  y o u r s ,
ALASKA PUBLIC U T I L IT I E S  COMMISSION 

C a r o l y n  S .  G u e s s ,  Cha irman

E n c l o s u r e .



A l a s k a  C a b l e  Television A s s o c i a t i o n

T E S T I M O N Y  O F  C L A R K  K I N G  

B E F O R E  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

R E G A R D I N G  H O U S E  B I L L  274.

Mr. C h a i r m a n ,  m e m b e r s  o f  t h e  C o m m i t t e e ,  m y  n a m e  is C l a r k  K i n g  and 

I a m  E x e c u t i v e  D i r e c t o r  of  the A l a s k a  C a b l e  T e l e v i s i o n  A s s o c i a t i o n .  

A n d  I t h a n k  y o u  for t h i s  o p p o r t u n i t y  to c o m e  b e f o r e  y o u  t o d a y  to 

t e s t i f y  o n  H o u s e  B i l l  274.

H o u s e  B i l l  27 4 p r o v i d e s  t h e  c a b l e  o p e r a t o r s  o f  th e  S t a t e  of  A l a s k a  

to p r o c e e d  w i t h  e c o n o m i c  d e r e g u l a t i o n  t h a t  w a s  a f f o r d e d  c a b l e  

s y s t e m s  in A l a s k a  b y  C h a p t e r  136 S L A  1 9 80 .

I w o u l d  l i k e  to p r o v i d e  th e  c o m m i t t e e  w i t h  s o m e  b a c k g r o u n d  

r e g a r d i n g  t h e  b i l l .  In 1979, l e g i s l a t i v e  A u d i t  p r o v i d e d  a r e p o r t  

o th e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  At t h a t  t i m e  the  

L e g i s l a t i v e  A u d i t o r  s u g g e s t e d  t h a t  c a b l e  t e l e v i s i o n  b e  e x c l u d e d  

f r o m  r e g u l a t i o n  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  T h e  

s u n s e t  l e g i s l a t i o n  o n  th e P u b l i c  U t i l i t i e s  C o m m i s s i o n  (SB 577) 

i n c l u d e d  o n l y  a p a r t i a l  d e r e g u l a t i o n  of  th e  c a b l e  u t i l i t y  in th e  

s t a t e .  T h e  P u b l i c  U t i l i t i e s  C o m m i s s i o n  is s t i l l  r e s p o n s i b l e  for 

c e r t i f i c a t i o n  o f  a n y  o p e r a t o r  d o i n g  b u s i n e s s  in t h e  s t a t e .  It



is s t i l l  t he  a r b i t r a t o r  o f  a n y  c o n f l i c t s  b e t w e e n  a u t i l i t y  and  

t h e  c a b l e  o p e r a t o r  w i s h i n g  to a t t a c h  its l i n e s  to p o l e s .  A n d  

s t i l l  h a s  c o n t r o l  o v e r  w h o  is i s s u e d  a c e r t i f i c a t e  o f  p u b l i c  

c o n v e n i e n c e  a n d  n e e d .
T h e  1 9 8 0  L e g i s l a t u r e  d i d  c o n f e r  u p o n  t h e  c a b l e  o p e r a t o r s  o f  the  

s t a t e ,  t h e  a b i l i t y  to e s t a b l i s h  a n d  se t  t h e i r  o w n  r a t e s  an d 

t a r i f f s .  In m o s t  c a s e s  t h e  r a t e  c h a r g e d  for c a b l e  s e r v i c e  h a s  

n o t  e x c e e d e d  t h e  i n f l a t i o n  r a t e  a n d ,  in fact , h a s  r e s u l t e d  in 

e x p a n d e d  s e r v i c e .

A  c a s e  in p o i n t  w o u l d  b e  t h e  J u n e a u  c a b l e  o p e r a t i o n ,  B C  C a b l e ,  

w h o ,  at th e  t i m e  t h e  act  w a s  p a s s e d ,  h a d  a c a b l e  r a t e  of $ 3 9 . 0 0  

r e d u c e d  to $ 3 6 . 0 0  p e r  s u b s c r i b e r .  In t h e  s a m e  t i m e  p e r i o d ,  B C  

C a b l e  h a s  o f f e r e d  a d d i t i o n a l  c h a n n e l s  to t he  p u b l i c  t h r o u g h  t h e  

u s e  of m i d - b a n d  c o n v e r t e r s .

H o u s e  B i l l  27 6  e x t e n d s  t h e  d e r e g u l a t i o n  o f  t h e  c a b l e  i n d u s t r y  for 

an i n d e f i n i t e  p e r i o d  o f  t i me . T h e r e  is a l s o  a p r o v i s o  in the 

b i l l  t h a t  if 2 5 %  o f  t h e  s u b s c r i b e r s  o f  a c a b l e  s y s t e m  a r e  d i s ­

s a t i s f i e d ,  t h e y  m a y  p e t i t i o n  t h e  P u b l i c  U t i l i t i e s  C o m m i s s i o n  for 

r e - r e g u l a t i o n .  T h i s  p r o v i s o  a p p e a r s  in A S  6 2 . 0 5 ,  t h e  P u b l i c  

U t i l i t i e s  C o m m i s s i o n ,  o n  a n u m b e r  o f  o c c a s i o n s .

I m i g h t  n o t e  at t h i s  t i m e  t h a t  c a b l e  is no t  j u s t  an e n t e r t a i n m e n t  

m e d i u m  th at  m o s t  p e o p l e  c o n c e i v e  it to be. T h e  S t a t e  o f  A l a s k a ,  

D e p a r t m e n t  o f  R e v e n u e ,  s u b s c r i b e s  to t h e  R e u t e r s  N e w s  S e r v i c e  for
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f i n a n c i a l  i n f o r m a t i o n .  T h i s  g i v e s  t h e  d e p a r t m e n t  i n s t a n t a n e o u s

u p d a t e  o n  a l l  m a j o r  s t o c k  e x c h a n g e s  arid c o m m o d i t y  e x c h a n g e s  in

h a n d l i n g  t h e  S t a t e ' s  v a s t  p o r t f o l i o .  A f t e r  t wo y e a r s  o f  o p e r a t i o n

t h e  t h e n  d e p u t y  c o m m i s s i o n e r  o f  R e v e n u e  s t a t e d  t h a t  t h e  
i n s t a n t a n e o u s  a v a i l a b i l i t y  of  i n f o r m a t i o n  a c t u a l l y  i n c r e a s e d  th e

S t a t e ' s  r e v e n u e s  f r o m  t h e i r  i n v e s t m e n t  p o r t f o l i o .

A n o t h e r  f e a t u r e  o f  c a b l e  is t h e  a b i l i t y  to b e  u s e d  as f i r e  

d e t e c t i o n  and  s e c u r i t y  a l a r m  s y s t e m s .  C u r r e n t l y ,  a p r o p o s a l  is 

b e i n g  d r a f t e d  b y  th e  B e t h e l  c a b l e  o p e r a t o r  for a f i r e  p r e v e n t i o n  

n e t w o r k .  It is i n t e r e s t i n g  to n o t e  t h a t  B e t h e l  h a s  t h e  h i g h e s t  

p e r  c a p i t a  d e a t h  r a t e  d u e  to f i r e s  in t h e  U n i t e d  S t a t e s .  It is 

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

C a b l e  is a l s o  u s e d  in c o m m u n i t i e s  to d i s t r i b u t e  t h e  S t a t e ' s  

L e a r n  A l a s k a  P r o g r a m  to b o t h  h o m e s  a n d  s c h o o l s .  It is a l s o  

i n t e r e s t i n g  to n o t e  t h a t  in t h o s e  c o m m u n i t i e s  t h a t  a r e  s e r v e d  b y  

c a b l e  o p e r a t o r s ,  m o s t  p u b l i c  b u i l d i n g s ,  i n c l u d i n g  s c h o o l s ,  

l i b r a r i e s ,  e t c . ,  a r e  a l l  w i r e d  for c a b l e ,  thu s m a k i n g  it a v a i l ­

a b l e  to a l l  m e m b e r s  o f  th e  c o m m u n i t y .  S e v e r a l  c o m m u n i t i e s  in t h e  

s t a t e  a r e  e x p e r i m e n t i n g  w i t h  a p u b l i c  a c c e s s  c h a n n e l .  M o s t  

n o t a b l y  w o u l d  b e  N o m e ,  w h e r e  t h e  citi?.ens p r o d u c e  t h e i r  o w n  

p r o g r a m m i n g .  T h e  c a b l e  o p e r a t o r  in N o m e  p r o v i d e s  t e c h n i c a l  

a s s i s t a n c e  a n d  t h e  f r e e  c h a n n e l  t i m e ,  b u t  h a s  n o t h i n g  to d o  w i t h  

t h e  c o n t e n t  of th e  p r o g r a m m i n g .  T h i s  p r o g r a m m i n g  r a n g e s  f r o m  

c u l t u r a l  s h o w s  to c o v e r a g e  of  t h e  l o c a l  a s s e m b l y  m e e t i n g s .
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W i t h  t h e  c o m p l e t i o n  of t h e  c a b l e  s y s t e m  in t he  A n c h o r a g e  b o w l ,  

t h e  K e n a i - S o l d o ; n a  a r e a ,  a n d  Mat- >u, o v e r  9 0 %  of t h e  h o m e s  in t h e  

S t a t e  of A l a s k a  w i l l  h a v e  c a b l e  s e r v i c e  a v a i l a b l e  t o  t h e m .

W i t h  e x p a n d e d  p r o g r a m m i n g  a n d  a d v a n c e d  t e c h n i c a l  s e r v i c e s ,  A l a s k a  

w i l l  h a v e  g r e a t e r  a c c e s s  to o n e  o f  t h e  t r u l y  g r o w i n g  t e l e c o m m u n i ­

c a t i o n s  s e r v i c e s .

A g a i n ,  o n  b e h a l f  o f t h e  A l a s k a  C a b l e  T e l e v i s i o n  A s s o c i a t i o n ,  I 

w o u l d  l i k e  to s t r e s s  o u r  s u p p o r t  for H o u s e  B i l l  27 4  a n d  u r g e  t h e  

c o m m i t t e e  to t a k e  f a v o r a b l e  a c t i o n .
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S I L L  S H E F F I E L D
GOVCPNOR

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

O F F IC E  O F  T H E  G O V E R N O R  
J u n e a u

M a r c h  1 8 ,  1 9 8 3

1/

T h e  H o n o r a b l e  J o e  L. H a y e s  

S p e a k e r  o f  t h e  H o u s e  

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

P o u c h  V  J  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18, o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  t h e

p a y m e n t  o f  w a g e s .  T h i s  b i l l  w o u l d  m a k e  d i s c r e t i o n a r y  t h e

i m p o s i t i o n  o f  t h e  w a g e  c l a i m  p e n a l t y  u n d e r  A S  2 3 . 0 5 . 1 4 0 ( d )  

a g a i n s t  a n  e m p l o y e r  w h o  f a i l s  t o  p a y  w a g e s  t o  a n  e m p l o y e e

w i t h i n  t h r e e  d a y s  o f  t h e  d a t e  o f  t e r m i n a t i o n .  I n

a d d i t i o n ,  t h e  b i l l  w o u l d  s t r e n g t h e n  t h e  p r o t e c t i o n  g i v e n  

a n  e m p l o y e e  w h o  h a s  b e e n  o f f e r e d  a p a r t i a l  p a y m e n t  o f  a 

w a g e  c l a i m  o n  t h e  c o n d i t i o n  t h a t  h e  r e l e a s e  t h e  e m p l o y e r  

f r o m  p a y i n g  t h e  e n t i r e  a m o u n t  o f  w a g e s  c l a i m e d .  T h e  b i l l  

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

T h e  f i n a l  p r o v i s i o n  o f  t h e  b i l l  w o u l d  l i m i t  t h e  a p p l i c a t i o n  

o f  t h e  d e f i n i t i o n s  i n  t h e  f e d e r a l  F a i r  L a b o r  S t a n d a r d s  A c t ,  

2 9  U . S . C .  2 0 3 ,  t o  o n l y  t h o s e  t e r m s  u s e d  i n  t h e  A l a s k a  W a g e  

a n d  H o u r  A c t  w h i c h  a r e  n o t  d e f i n e d  b y  s t a t e  l a w  o r  r e g u l a ­
t i o n .

S i n c e r e l y ,

E

G o v e r n o r



f  r

I.

y

REQUEST

Bil 1/Resolution No.:______________

Title: "...payment of wages..."

STAT E , O F  A L A S K A

FISCAL NOTE R e v i s i o n  PateMarch 10, 1983

H B  2 8 1
II. FISCAL DETAIL

Agency Affected: Labor

Sponsor: Rules Committee
Requestor: Rules Committee 

EXPENDITURES/REVENUES: (Thousands of Dollars)

Program Category Affectea:Public Protection 
BRU, Program of S u b p r o g r a m ^ ) Affectea: 

Labor Standards and Safety Division_________

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING 1
100 PERSONAL SERVICES 1
200 TRAVEL 1
300 CONTRACTUAL " " 1
400 COMMODITIES

5uu EQUIPMENT 1

600 LAND & STRUCTURES

700 GR AN TS, CLAIMS, ETC

t o t a l  O p e r a t i n g 0 0 0 0 0 0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

r) 0 0 0 0 0GENERAL FUND 

FEDERAL FUNDS 

OTHER (Specify Source)

POSITIONS:

“ F u l l - T i m e

PART-TIME 

TEMPORARY

0 n 0 0 0 0

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: No fiscal impact.

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Jtray Kiright, dspecial Assistant_____________________ Phone: 465-2700_________

Division: Commissioner's Office , y________________________ Date: March 10, 1983

Approved by Commissioner: Jim/Robisbn_____________________________Date: March ID, 1983

Department: Labor_________________
LEG:A : 11

Di stribution:
Original to Legislative Finance 

Copy to Office of Manapercent and Budget (for Legislature introduced bills)

Copy to Department (for Governor introduced bills)

Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83



99608
907/276-113'

April 19, 1983

M r .  R o n  P a v e l l a s  

E x e c u t i v e  D i r e c t o r  

H u m a n a  H o s p i t a l  A l a s k a  

2 8 0 1  D e B a r r  R o a d  

A n c h o r a g e ,  A l a s k a  9 9 5 0 8

s t a f f  m e m b e r s ,  t o  s t r e s s  t h e  i m p o r t a n c e  o f  r e - e s t a b l i s h i n g  a n  

8 / 8 0  w o r k w e e k  a t  H u m a n a  H o s p i t a l  A l a s k a .  I n  o r d e r  t o  m e e t  t h e  

n e e d s  o f  o u r  c o m m u n i t y ,  w e  n a t u r a l l y  m u s t  b e  a v a i l a b l e  7 d a y s  a 

w e e k ,  24 h o u r s  a  d a y ,  m a k i n g  a 4 0 - h o u r  w o r k w e e k  d i f f i c u l t  t o  

s c h e d u l e .  W e  a r e  d e n i e d  a n  8 / 8 0  w o r k w e e k  b e c a u s e  w e  a r e  n o t  a 

n o n - p r o f i t  h o s p i t a l .

F o l l o w i n g  a r e  a  l i s t  o f  r e a s o n s  t o  s u p p o r t  a n  8 / 8 0  w o r k w e e k :

(1) I t  w o u l d  a l l o w  t h e  p o s s i b i l i t y  o f  1 0  d a y s  o n / 4  d a y s  o f f .

(2) L o n g  w o r k i n g  s t r e t c h e s  a l l o w  f o r  4 d a y s  o f f  i n  a r o w .

(3) P a r t - t i m e  s t a f f  m e m b e r s  c o u l d  w o r k  e x t r a  d a y s  f o r  t h e i r  

p e e r s  w i t h o u t  t h e  h o s p i t a l  h a v i n g  t o  p a y  o v e r t i m e .

(4) D u r i n g  h i g h  c e n s u s  r e a d i n g s ,  a  n u r s e  m a n a g e r  w o u l d  h a v e  a 

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

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

t o t a l l y  s u p p o r t  a n  8 / 8 0  w o r k w e e k .

D e a r  M r .  P a v e l l a s ,
H u m a n a

H o s p i t a l

I a m  w r i t i n g  t h i s  l e t t e r ,  a l o n g  w i t h  s u p p o r t  o f  o t h e r  h o s p i t a l  A l a s k a

S i n c e r e l y ,

C h e r y l '  S t a n t o n ,  R . N .  

N u r s i n g  S u p e r v i s o r

C S / n g



M r .  R o n a l d  A .  P a v e l l a s

H u m a n a

H o s p i t a l

A l a s k a

E x e c u t i v e  D i r e c t o r  

H u m a n a  H o s p i t a l  A l a s k a  .

2 8 0 1  D e B a r r  R o a d  

P o u c h  8 - A H

A n c h o r a g e ,  A l a s k a  9 9 5 0 8  

D e a r  R o n ,

I w i s h  t o  s t r e s s  t h e  i m p o r t a n c e  o f  o b t a i n i n g  a  c h a n g e  i n  t h e  

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

a n  8 ( h o u r s  p e r  d a y )  a n d  8 0  ( h o u r s  p e r  p a y  p e r i o d )  i n s t e a d  o f  

t h e  8 a n d  4 0  a s  c u r r e n t l y  e x i s t s .

H u m a n a  H o s p i t a l  A l a s k a  i s  c u r r e n t l y  d e n i e d  t h e  8 a n d  80 

b e c a u s e  w e  d o  n o t  h a v e  t h e  s t a t u s  o f  " N o n  P r o f i t "  a s  t h e  

o v e r t i m e  l a w  s t a t e s .

T h i s  l a w  l i m i t s  u s  i n  t h e  f o l l o w i n g  w a y s :

(1) R e q u i r e s  t h a t  w e  s p l i t  e m p l o y e e s '  da;, s o f f  ( i n t o  s o m e  

s i n g l e  d a y s )  i n  o r d e r  t o  a v o i d  u n n e c e s s a r y  o v e r t i m e .

(2) H i n d e r s  o u r  f l e x i b i l i t y  i n  c r e a t i n g  f l e x i b l e  s c h e d u l i n g  

w h i c h  i s  g e n e r a l l y  h e l p f u l  i n  a t t r a c t i n g  R e g i s t e r e d

(3) C r e a t e s  a n  i n a b i l i t y  f o r  u s  t o  a l l o w  o u r  1 1 P M  t o  7 A M  

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

s u b s t a n t i a l  c o s t s  i n  o v e r t i m e .

A n y  a s s i s t a n c e  i n  a  c h a n g e  i n  t h i s  l e g i s l a t i o n  w o u l d  b e  

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

o f  o u r  n u r s i n g  p e r s o n n e l .

N u r s e s .

S i n c e r e l y ,

P a t r i c i a  K. D a v i s ,  R . N .  

A s s o c i a t e  E x e c u t x v e  D i r e c t o r  

f o r  N u r s i n g

P K D / n g





B IL L  S H E F F I E L D

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

O F F IC E  o r  T H E  G O V E R N O R  
J u n e a u

M a r c h  1 8 ,  1 9 8 3

T h e  H o n o r a b l e  J o e  L. H a y e s  

S p e a k e r  o f  t h e  H o u s e  

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

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  S p e a k e r :

'IV

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18, o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  n o t i c e s  

f o r  o c c u p a t i o n a l  s a f e t y  a n d  h e a l t h  v i o l a t i o n s .

T h i s  b i l l  w o u l d  a l l o w  t h e  D e p a r t m e n t  o f  L a b o r  t o  i s s u e  a 

n o t i c e , r a t h e r  t h a n  a c i t a t i o n ,  t o  a n  e m p l o y e r  f o r  a n  o c ­

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

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

a r e a s o n a b l e  t i m e .  I f  t h e  e m p l o y e r  f a i l s  t o  r e m e d y  t h e

v i o l a t i o n ,  t h e n  a  c i t a t i o n  i s  i s s u e d  i n  a c c o r d a n c e  w i t h  

t h e  p r o c e d u r e s  f o r  s e r i o u s  v i o l a t i o n s .

T h e  b i l l  w o u l d  a c c o m p l i s h  s e v e r a l  t h i n g s .  I t  w o u l d  f r e e  

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

c u m b e r s o m e  a d m i n i s t r a t i v e  r e s p o n s i b i l i t i e s  w h i c h  a t t e n d  

t h e  i s s u a n c e  o f  c i t a t i o n s ,  a n d  t h e r e b y  a l l o w  t h e m  t o  d e ­

v o t e  m o r e  t i m e  t o  i n s p e c t i o n s ,  w h i l e  a l s o  s a v i n g  c l e r i c a l  

t i m e .  ( C u r r e n t l y ,  i n s p e c t o r s  c a n  o n l y  i n s p e c t  a p p r o x i ­

m a t e l y  e i g h t  p e r c e n t  o f  t h e  s t a t e ' s  w o r k  s i t e s  a y e a r ) .  

T h e  b i l l  w o u l d  a l s o  p r o m o t e  s p e e d i e r  c o r r e c t i o n  o f  h a z ­

a r d s ,  s i n c e  m u c h  o f  t h e  p a p e r w o r k  t h a t  m u s t  f l o w  b e t w e e n  

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

b e  e l i m i n a t e d .  T h e  d e p a r t m e n t  s t r o n g l y  u r g e s  p a s s a g e  o f  

t h i s  b i l l ,  a n d  i t  h a s  t h e  s u p p o r t  o f  u n i o n s  a n d  e m p l o y e r  
o r g a n i z a t i o n s  a s  w e l l .

S i n c e r e l y ,

G o v e r n o r



STATE OF A L A S K A

FISCAL NOT E R evision PateMarch m  » 1983

I. HB 282REQUEST

B i 1 i/Resolution No.:________________________

Title: "...citations for occupational
Sponsor: Rules C o m m i t t e e _________________

Requestor: Rules Committee_________________

EXPENDITURES/REVENUES: (Thousands of Do!

II. FISCAL DETAIL

Agency Affected:Labor

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING *

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 0 o • 0 0 0 0

Program Category AffectedP.ublic Protection 

BRU, Program of S u b p r o g r a m s ) Affected: 

Occupational Safety and H e a l t h ____________

ars)

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: No fiscal impact.

GENERAL FUND 

FEDERAL FUNDS 

OTHER (Specify Source)

0 0 0 C 0 o

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

0 0 0 0 n 0

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared B y : J u d P l ^ ^ ' ' ^ ;S^eda'l Assjc.tant___________

Division: Commissioner1: Off ice . •' / _______sioner': utflce •'/__

approved by Commissioner: J y f  Robison______

Department: Labor

Phone:465-2700
Date: Ma r ch 10, 1983

Date: March 10, 1983

L EG:A:10

Distribution:

Original to Legislative Finance 

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different from Sponsor) 3/8/83
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H o u s e  L a b o r  a n d  C o m m e r c e  Co m m it t e e

M E M O R A N D U M

F e b r u a r y  8, 1984

To: John Cowdery, Chairman
From: Ken Johnson , Committee Aide
RE: IIB 283 - -  An Act r e l a t i n g  to  the  c r e a t i o n  o f  the
A laska  L i f e  and D i s a b i l i t y  In su rance  Guaranty A s s o c i a t i o n .
Th is  b i l l  was d r a f t e d  abou t  two yea rs  ago by the N a t ion a l  
A s s o c i a t i o n  o f  Insurance Commiss ioners .  The NAIC put  
t o g e th e r  a number o f  so c a l l e d  "model a c t s "  in  o rde r  to  
he lp  s t a t e s  b r in g  in su ran ce  s t a t u t e s  and r e g u l a t i o n s  up t o  
d a t e .  These model a c t s  were p re sen ted  to  a l l  50 s t a t e s  f o r  
f i n e  tun ing  and l e g i s l a t i v e  i n t r o d u c t i o n .  Th is  i s  one o f  
those  b i l l s .  To d a te ,  34 s t a t e s  have passed  very  s im i l a r  
l e g i s l a t i o n .
The b i l l  o f  cou rse  would c r e a t e  the A laska  L i f e  and 
D i s a b i l i t y  A s s o c i a t i o n .  Any company l i c e n s e d  to  s e l l  
in su ran ce  in  the  s t a t e  would be a member o f  t h i s  a s s o ­
c i a t i o n .  Each nrmber would pay an assessmen t ,  not to  
exceed $150 per  j i »a r ,  t o  c o v e r  the c o s t s  o f  a dm in i s t r a t i o n  
and g en e ra l  expenses .
The pu rpose  o f  the a s s o c i a t i o n  i s  to  guaran tee  the p o l i c y ' s  
o f  an in s u r e r  who has become impa ired  o r  i n s o l v e n t .  In the  
event an in su ran ce  company in s o lv en cy ,  the a s s o c i a t i o n  
would assume c o n c r o l  o f  th e  company's p o l i c i e s  and se t  i n t o  
motion  the a c t i o n  n ece s s a ry  to  see p o l i c y  h o ld e r s  do no t  
l o s e  any investment or  b e n e f i t .  For example , an impaired  
o r  in s o lv e n t  company may g e t  a loan  from o r  i t s  a s s e t s  be 
s o ld  by the a s s o c i a t i o n .  There a re  l im i t s  s e t  f o r  the  
agg rega te  l i a b i l i t y  the a s s o c i a t i o n  w i l l  assume.



The a s s o c i a t i o n  has the power to  borrow and loan  money. 
Most a l l  o f  the  funds n e c e s s a ry  f o r  the a s s o c i a t i o n s  t r a n s ­
a c t i o n s  would come from assessmen ts  on i t s  members. There 
i s  a fo rmu la  which would be used to  make these  assessments ,  
however, Ken Moore , D i r e c t o r  o f  th e  D i v i s i o n  o f  Insurance  
c o u ld  b e t t e r  e x p la in  t h i s  f o rm u la .  He would se rve as d i r e c ­
t o r  o f  t h i s  a s s o c i a t i o n .
A boa rd  o f  governors  would be e l e c t e d ,  by a s s o c i a t i o n  
members, t o  c a r r y  ou t  the d u t i e s  o f  the  a s s o c i a t i o n .  The 
d i r e c t o r  must approve the s e l e c t i o n  o f  each board  member.
Th is  i s  a g en e ra l  o u t l i n e  o f  a leng thy  and d e t a i l e d  b i l l .  
The NAIC has deemed t h i s  l e g i s l a t i o n  a "consumer p r o t e c t i o n  
b i l l "  b e cause  o f  the in su ran ce  p o l i c y  gu a ran te e s .  I t  has 
pa ssed ,  as 1 s t a t e d ,  in 34 s t a t e s  some which have c r e a t e d  
s tand ing  committees in t h e i r  l e g i s l a t u r e s  to  dea l  w i th  
in su ran ce  m a t t e r s .



STATE OF ALASKA 1984 LEGISLATIVE SESSION

FISCAL NOTE

[Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: HB 283 Agency Affected: Commerce & Economic Development
Title: i.jfP Guaranty Association Program Category Affected:__________________

_________________________________________ ______ Public Protection _________________
Sponsor: nnvprnnr._________________ BRU, Program or Subprogram(s) Affected:

Requestor:____Lahor ft Cnmmprcp  Insurance_______________________________
Date of Request:_____________________  _________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

W O  SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 CRANTS, CLAIMS

300 MISCELLANEOUS

TOTAL OPERATING -0- -0" -0- -0- -0- -0-

CAPITAL i I

| REVENUE

FUNDING: (Thousands of Doll ars)

CENERAL FUND I I
FEDERAL FUNDS I
OTHER I I
TOTAL -Q? -0- -0- 1 0 1 1 0 1 -0-

POSITIONS:
FULL-TIME 

PART-TIME 

TEMPORARY

1

|
I

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Phhne: 465-2515______

_____________________________   .._______________Date:___________
 * I a  I (iL

Approved by Commissioner: Richard h. Lvon Date: ' / * 7
Agency: Commerce and Economic B e v e lopment

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 

Requestor .
Office of Management and Budget
Impacted Agency(ies) 12/1/83
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Alaska Life and Disability Insurance Guaranty Association 
Summary continued

insurers. The bill would require that all insurers licensed to do business in 
Alaska be members of the association, and would provide for periodic assessments 
of the members of the association.

This bill is based on the Life and Health Insurance Guaranty Association 

Model Act proposed by the national Association of Insurance Commissioners in 
1971 as amended in 1976. The Alaska Life and Disability Insurance Association 
will provide protection for life and disability insurance similar to the 
protection provided under existing law for other kinds of direct insurance by 
the Alaska Insurance Guaranty Association Act.



DEPARTMENT OIVISION BILL NUMBER SPONSOR
Commerce & Econ. Dev. Insurance HB 283 Governor

DEPARTMENT POSITION

In favor
PREPARED BY

Kenneth C. Moore

DATE

i h

COMMISSIONER S SIGNATURE
Richard A. Lyon

DATE

SUMMARY
OTHER AGENCIES AFFECTED BY BILL

None

CONSTITUENT GROUP(S) AFFECTED BY BILL

All holders of life or disability 
insurance and annuity contracts.

ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL

Not known Not known

FISCAL IMPACT: 0 0  NONE □ FISCAL NOTE ATTACHED
BACKGROUND/LEGISLATIVE INTENT
This bill will provide public protection that currently does not exist. Policyholders of 
life and disability policies issued in Alaska will have their policies guaranteed uy all 
life and disability insurers doing business in this state. It also provides a mechanism 
to enhance the director's review of life or disability insurer solvency.

ANALYSIS OF BILL/PROGRAM EFFECTS
This proposal is based on the Life and Health Insurance Guarantee Asssociation Model Act 
of the National Association of Insurance Commissioners developed in 1971 and amended in 
1976. The bill would provide a mechanism for paying claims on life, disability and annuity 
contracts on behalf of an impaired or insolvent insurer. Participation would be a condition 

to license in this state.

Alaska has previously had a domestic insolvency of a life insurance company. In June 1969, 
the Alaska Western Life Insurance Company was placed in receivership and was ultimately 
liquidated. The division managed some control through AS 21.78, but that chapter offers 

little protection for policyholders.

This bill is similar in concept to AS 21.80 which provides protection for property and 

casualty kinds of insurance.

AMENDMENTS PROPOSED

On page 7, line 20, change "health" to read "disability." 

On page 7, line 27, iniert "(a)" following "ASSESSMENTS."

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.
01-009 (Rov. 12/83)



4 0 .  WHAT OTHER STATES HAVE LIFE GUARANTY FUND ACTS?

While it has not been determined exactly how the provisions of these Acts 
would apply to the financial problems of NILIC and UNIVERSITY, the 
following 34 states and the Commonwealth of Puerto Rico have Life 
Guaranty Acts:

1. Alabama
2. Arizona
3. Connecticut
4. Delaware
5. Florida
6. Georgia

7. Hawaii
8. Idaho

9. Illinois
10. Indiana
11. Kansas
12. Kentucky
13. Maryland

14. Michigan
15. Minnesota
16. Montana
17. Nebraska

18. Nevada

19. New Hampshire
20. New Mexico
21. New York
22. North Carolina
23. North Dakota

24. Oklahoma
25. Oregon
26. Pennsylvania
27. South Carolina
28. Texas
29. Utah

30. Vermont

31. Virginia
32. Washington
33. West Virginia
34. Wisconsin
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Section by Section Commentary

Section 1. AS 21.21.050(7)

AS 21.21 is the chapter in the insurance code dealing with investments 
of insurance companies. .050 deals with limitations by kinds of invest­
ment to provide for diversity in the investment portfolio of an insurer. 
This change adds notes and other evidence of indebtedness of the Alaska 
Life and Disability Insurance Guaranty Association (ALDIGA) to the 
miscellaneous category of investments which are limited to 10% of as­

sets .

Section 2. AS 21.21.250(c)

AS 21.21.250 defines miscellaneous investments and is changed by adding 
notes and other evidence of indebtedness of the ALDIGA.

Section 3.

Section 21.79.010. PURPOSE.

The basic purpose of this model act is to protect policyholders, in­
sureds, beneficiaries, annuitants, payees and assignees against losses, 
both in terms of paying claims and continuing coverage, which might 
otherwise occur due to an impairment or insolvency of an insurer.
Unlike the property and liability situations, life and annuity contracts 

in particular are long-term arrangements for security. An insured may 
be of impaired health or an advanced age so as to be unable to obtain 
new and equivalent coverage from other insurers. The payment of cash 
values alone does not adequately meet such needs. Thus,, it is essential 
that coverage be continued. In like manner, an insured may be unable to 
obtain new health insurance or at least he may lose protection for prior 

il1 nesses.

Settion 21.79.020. SCOPE.

This section outlines what the bill does and does not cover. Basically, 
it covers those policies of life, disability, and annuities written by 
insurers which have submitted to regulation in this State. Policies of 
nonadmitted insurers are not covered. The term "disability" also in­
cludes "accident and health," "sickness and accident" and more.

Subsection (b)(1) is directed towara variable policies and contracts. 
Tnat portion of the contract where the risk is borne by the policyholder 

is excluded. However, the obligations of the insurer for mortality and 
expense guarantees are covered.



Subsection (b)(2) excludes deductibles from coverage.

Subsection (b)(3) exempts the reinsurance business of the impaired or 
insolvent insurer other than reinsurance for which assumption certifi­
cates are used.

Subsection (b)(4) excludes Blue Cross. The logic to this is that Blue 
Cross is a nonprofit health care provider. It markets prepaid health 

care through participant providers who in effect guarantee the delivery 
of the contracted service. The financial structure of Blue Cross is 
such that they cannot be expected to participate in insolvencies of 
profit making corporations.

Some additional limitations on the scope are found elsewhere in the act. 
For example, ALDIGA assumes no liability concerning policies of nonresi­
dents issued by a foreign or alien insurer or for policies of residents 
issued by a foreign or alien insurer, if such insurer is domiciled in a 
state having a comparable act (See Section .060). These limitations are 

found in the scope section, since it provides exclusion from the 
entire act and not just portions of it.

Section 21.79.030. CONSTRUCTION.

This section calls for liberal construction.

Section 21.79.040. CREATION OF THE ASSOCIATION.

Subsection (a) creates three accounts, for both administration and 
assessment purposes, the disability insurance account, the life insur­

ance account, and the annuity account. These three categories of cover­
age are significantly different, so that persons protected by virtue of 
one account should not be required to pay for the protection afforded 
persons protected by the other accounts.

Supplementary contracts are covered under the account in which the basic 
policy is covered for purposes of assessment. For example, settlement 
options under a life insurance contract would be covered under the life 
insurance account.

Section 21.79.050. BOARD OF GOVERNORS.

Subsection (a) provides that the number and term of the members of the 
Board of Governors shall be determined in the plan of operation. To 
avoid problems in initially selecting the board, this section includes a 
provision for a start-up meeting, which shall be called by the Director 
of Insurance. To determine voting rights at the organizational meeting, 
each member insurer would have one vote. Thereafter the plan of opera­
tion will establish the voting procedures, bylaws, etc., governing the 
conduct of ALDIGA.



Subsections (a)-(f) constitute the heart of this model act. These 
subsections detail the duties of the association by distinguishing:
(1) between those insurers whose "impaired" status is attributable to a 
finding by the Director prior to an order of liquidation, and those 
whose "insolvent" is attributable to such orders; and, (2) between 
insolvent domestic insurers and insolvent foreign or alien insurers.

Prior to an order of liquidation, rehabilitation or conservation, ALDIGA 
has no liability. However, upon a finding by the Director that the 
insurer is impaired under (a), ALDIGA is authorized to guarantee, as­
sume, or reinsure or cause to be guaranteed, assumed, or reinsured, the 

covered policies of the impaired insurer to assess member insurers the 
amounts necessary to effectuate this activity. ALDIGA would presumably 
do so in those situations where early assessments would prevent a more 
costly insolvency later, such as liquidation. ALDIGA, as a condition of 

its assistance, may negotiate any requirements or safeguards it deems 
necessary so long as they are approved by the Director and are accepted 
by the impaired insurer and do not impair the contractual obligations to 
the policyholders, insureds, and beneficiaries. In the absence of any 
court order, before any negotiations become final the impaired insurer's 
acceptance of the terms of ALDIGA is necessary. Through this approach, 
a mechanism is provided for early action by ALDIGA before the situation 
further deteriorates. The policyholder, insured, and beneficiaries are 
protected, claims are paid and coverages continued, for example, through 

rehabilitating the impaired insurers, or reinsuring the policies else­
where. Furthermore, the statutory language is highly flexible as to 
what techniques the association may employ so as to be able to meet a 
variety of si tuations .

Under (b) and (c), if the insurer acquires its insolvency status as a 
result of a final order of liquidation, rehabilitation or conservation, 
the association shall, rather than may, guarantee, assume, reinsure or 
cause to be guaranteed, assumed, or reinsured, the covered policies of 
the insolvent insurer and to assure payment of contractual obligations.

It should be noted that the duties of ALDIGA vary with the kind of 
insurer. If it is a domestic insurer then all the covered policies must 
be continued and the contractual obligations met (See (b)). However, if 
the insolvent insurer is a foreign or alien insurer, contractual obli­
gations which apply to residents of the State must be paid cr continued 
if they are not covered by a similar law in such insurer's domiciliary 
jurisdiction. (See (c) and (d))

Subsection (d) avoids duplication of coverage by providing that the 
association shall have no liability for any covered policy of a foreign 
or alien insurer domiciled in the State having similar protection by 
statute or regulation. If every state adopts the model act, each state 
association would protect only covered policies of domestic insurers.

Section 21.79.060. POWERS AND DUTIES OF THE ASSOCIATION.



Subsections (e) and (f) relate to the imposition of policy and contract 

liens, moratoriums, etc. These are devices which have been used in the 
past in connection with the continuation of the insolvent insurers' 
coverage. Since, by definition, the assets of the insolvent insurer 
were not adequate to support its contractual obligations, liens were 
used to reduce his obligations to a level where the assets would be 
adequate. However, in the past there was no means to infuse additional 
funds where needed to make whole policyowners, insurers and benefi­
ciaries. The purpose of the model act is to provide against losses due 
to insolvent insurers by prompt fulfillment of the insolvent insurer's 
contractual obligations. To the extent that liens and moratoriums are 
sanctioned, the model act retreats from this principle. Of course, in 
situations prior to a court order there may be some question whether a 
lien or moratorium could be legally imposed so as to impair the contrac­
tual obligations of the insurer even in the absence of the specific 
provisions of this act.

On the one hand, it can be argued that if liens or moratoriums cannot be
used there will be a run on the assets of the impaired company. In the
past this seems to have been true. However, unlike the past, the per­
formance of the insurer's contractual obligations would be guaranteed 
under this act.

Also, the standard nonforfeiture lav/s provide that an insurer in its 

policies shall reserve the right to defer the payment of cash values for 
a period of six months after demand thereof with surrender of the policy. 
Similarly, it is common to require an insurer to reserve for a period of
six months the right to defer the granting of any policy loar. (other
than to pay premiums). For these various reasons, the model act does 
not encourage use of these liens and moratoriums in ordinary situations.

On the other hand, in periods of severe liquidity problems and economic 
stress, perhaps of even catastrophic proportions, such devices may 
become essential. While the model bill concentrates on the protection 
of those to whom the impaired insurer has a contractual obligation, the 
impact of assessments on the policyholders of assessed companies is also 
an important consideration, such as the significant sales of depressed 
value assets in a tight money market. Consequently, Subsection (e) 
authorizes ALDIGA to cause to be imposed liens and moratoriums or other 
s imilar means:

1. If the court finds that the amounts assessable are less than

what is needed, or that the economic or financial conditions
as they affect member insureds are sufficiently adverse to 
render the use of such tools in the public interest; and,

2. The court approves the use of a specific lien, moratorium,
etc.



This provides a highly flexible mechanism while, at the same time, it 

avoids impairing the contractual obligations of the impaired insurer as 
a routine manner under ordinary economic and financial conditions. The 
provision also recognizes that while contractual rights of policyowners 
may not constitutionally be impaired, when the insolvent insures obliga­
tion under the contract as assumed by another insurer, the policyowner 

has two options. The policyowner may accept the new contract with such 
liens or moratoriums as permitted by the court, or accepts such pro rata 
payment as is available from the State of the insolvent insurer.

Furthermore, to provide added flexibility in a temporary situation, such 
as a run on assets, Subsection (f) provides for temporary moratoriums or 
liens on payment of cash values and policy loans, but not on the payment 
of other benefits, with the court's approval.

Subsection (g) permits the Director to assume the duties of ALDIGA if 

they fail to exercise their authority under the act within a reasonable 
period of time.

Subsection (h) permits the Director to request ALDIGA member assistance 
with impaired or insolvent insurer issues.

Subsection (i), to enable ALDIGA to protect its interest and the best 
interests of the policyholders in the handling of an impairment or 
insolvency, provides that ALDIGA shall have standing to appear in a 
court with jurisdiction over an insolvent insurer and such standing will 
extend to any matters concerning the duties of ALDIGA.

Subsection (j) provides for assignment of rights of a beneficiary of 
benefits under this act. It also establishes subrogation rights for 
ALDIGA and provides that ALDIGA's right to assets of the insolvent 
insurer is the same as any other person entitled to benefits under this 
act.

Subsection (k) places a limit on the liability of ALDIGA as respects a 
single life.

Subsection (1) allows ALDIGA to contract, sue or be sued, borrow money, 
employ persons, negotiate, act as a domestic life or disability insurer 
and take legal action to avoid payment of improper claims.

Section 21.79.070. ASSESSMENTS.

Subsection (b) outlines different assessment methods for assessments 
needed to cover foreign or alien insurers and for assessments needed to 

cover domestic insurers. When a foreign or alien insurer is impaired or 
insolvent, the member insurers will be assessed on the basis of the 

premiums they write in the State. This corresponds to the association's 
liability which is limited to covered policies of residents when the 
policies are issued by a foreign or alien insurer. When a domestic



insurer is impaired or insolvent, the total amount to be assessed will 
be allocated to each state in which the impaired or insolvent insurer 
was authorized at any time to transact insurance in the proportion that 
the impaired or insolvent insurer premium income in each state for the 
last calendar year preceding the assessment in which it had premium 
income bears to its total premium income in such calendar year. The 
amount allocated to each state will then be assessed to the member 
insurers in the proportion that the member's premium income from such 
State for the calendar year preceding the assessment bears to all pre­
mium income of member insurers from that State in the calendar year 
preceding the assessment. Thus, in making the pro ration it is neces­
sary to look to the premium income of the impaired or insolvent insurer 
in the last year it actually received such income, but in determining 
each company's assessment, the association would look to the last calen­
dar year preceding the assessment. In any case, assessments would be 
made separately for each account and the amount assessed from each 
account will be in the proportion that the total premiums of the im­
paired or insolvent insurer bear to the premiums of the impaired or 
insolvent insurer from the kind of insurance in the account.

For example, if a total assessment of $100,000 is needed for the dis­

ability insurance account, and the domestic impaired or insolvent in­
surer received 50% of its premium from state X, then 50% of $100,000 or 
$50,000 will be allocated to state X. Member insurers receiving premium 

income from state X will then be assessed in proportion to their share 
of that state's market, as reflected in premium income. For example, if 
member insurers receive $30,000,000 in premium from state X and a cer­

tain member received $3,000,000 of that amount, then 3/30 of the $50,000 
assessment will come from this company, that is, the company will be 
assessed $5,000 (3/30 = 1/10 and 1/10 of $50,000 is $5,000).

This assessment system should be relatively simple to administer. More
importantly, it provides a base broad enough to meet fairly large de­
mands on the association. Equally important, since it reflects the 
market share of each member in the state considered, it is an equitable 
method of apportioning the burden of the assessments.

The maximum assessment per year may be varied from State to State de­
pending on the size of the base and the concentration of the business. 
The two percent maximum should produce an adequate amount, while at the 
same time, not impose an undue strain in any given year on the assessed 
companies and their policyholders. In order to prevent further finan­

cial difficulties caused by an assessment, Subsection (g) permits abate­
ment of assessments when financial difficulties might result.

Subsection (h) provides some limitation on the amounts which can be 
assessed in any given year. If these limits are reached, to fulfill its 

responsibilities, ALDIGA is empowered to borrow funds which later can be 
repaid out of futur' assessments.



S u b s e c t i o n  ( j )  p r o v i d e s  t h a t  a member i n s u r e r  may c o n s i d e r ,  i n  i t s  
pre mi u m r at es  and d i v i d e n d s  s c a l e ,  an amount  r e a s o n a b l y  n e c e s s a r y  to  
meet  i t s  a ssessment  o b l i g a t i o n s .  T h i s  makes i t  c l e a r  t h a t  the  c o s t  can 
b e  u l t i m a t e l y  p asse d  on to  the p o l i c y o w n e r s ,  t h a t  i s ,  to  p er s o n s  who 
e n j o y  the p r o t e c t i o n  p r o v i d e d  by the  a c t .

S u b s e c t i o n  ( k)  p r o v i d e s  t h at  A L D I G A  s h a l l  i s s u e  to  a s s e s s e d  i n s u r e r s  
c e r t i f i c a t e s  o f  c o n t r i b u t i o n  i n  the  amount l e v i e d .  The  c e r t i f i c a t e s  may 
b e  c a r r i e d  by an i n s u r e r  i n  i t s  a nn ua l  s t a t e m e n t  as an a s s e t  i n  such 
f o r m ,  amount and p e r i o d  as may be approved  by the  D i r e c t o r .  By p e r ­
m i t t i n g  the  company to  carry t h ese  c e r t i f i c a t e s  as an a s s e t ,  to  the 
e x t e n t  o f  t h e i r  e s t i m a t e d  v a l u e ,  the  i mp ac t  on member i n s u r e r s  w i l l  be 
l e s s e n e d .

S e c t i o n  2 1 . 7 9 . 0 8 0 .  PLAN OF O P E R AT I O N .

T h e  NAI C  has a d o p t e d  a model  p l a n  o f  o p e r a t i o n  whi ch  i s  a v a i l a b l e  i n  our 
o f f i c e  s h o u l d  you wi sh to  have  a copy o f  same.  I t  i s  a n t i c i p a t e d  t h at  
A L D I G A ,  upo n  p a s s a g e  o f  t h i s  a c t ,  woul d  s u b s t a n t i a l l y  a d o p t  t h e  p r o v i ­
s i o n s  c o n t a i n e d  i n  t h i s  model  p l a n  o f  o p e r a t i o n .

S e c t i o n  2 1 . 7 9 . 0 9 0 .  POWERS AND D U T I E S  OF THE  D I R E C T O R .

S u b s e c t i o n  ( b )  r e q u i r e s  t h a t  the D i r e c t o r  g i v e  n o t i c e  of  3n i mp a i r me n t  
t o  thq,  i m p a i r e d  i n s u r e r ,  and he nce  to i t s  s t o c k h o l d e r s ,  and s e r v e  a 
demand t h a t  i m p a i r me n t  be made g o o d .  I f  the company and s t o c k h o l d e r s  
f a i l  to  r a i s e  the n e c e s s a r y  f u n d s ,  t h i s  w i l l  be a f a c t o r  b e a r i n g  upon 
t h e  s t o c k h o l d e r s '  o wnersh i p  r i g h t s  und er  S e c t i o n  1 1 0 ( d ) .

S u b s e c t i o n  ( d )  p r o v i d e s  t h at  the  D i r e c t o r  s h a l l  be a p p o i n t e d  l i q u i d a t o r  
o r  r e h a b i l i t a t o r  o f  a d o m e s t i c  i n s u r e r  and c o n s e r v a t o r  of  a f o r e i g n  or 
a l i e n  i n s u r e r  b e i n g  l i q u i d a t e d  or r e h a b i l i t a t e d .  R e q u i r i n g  the  I n s u r ­
an c e  D i r e c t o r  to be  the  r e c e i v e r ,  i t  i s n e c e s s a r y  to  o b t a i n  the  b e n e f i t s  
o f  a " r e c i p r o c a l "  s t a t e  und er  the U n i f o r m  I n s u r e r s  L i q u i d a t i o n  A c t ,  
wh i c h  A l a s k a  a d o p t e d  i n  1 9 6 6 .  See AS 2 1 . 7 8 . 0 2 0 ,  . 0 3 0 ,  . 1 3 0 - . 2 0 0  and 
. 2 3 0 ( 2 ) - ( 1 3 ) .

P r o c e e d i n g s  f o r  t h e  l i q u i d a t i o n ,  r e h a b i l i t a t i o n ,  or c o n s e r v a t i o n  o f  
i n s u r e r s  p r e s e n t  s e v e r a l  d i f f i c u l t i e s  whi ch  the U n i f o r m  I n s u r e r ' s  
L i q u i d a t i o n  Act  seeks to s o l v e .  B r i e f l y ,  the  d i f f i c u l t i e s  have  two 
s o u r c e s .  F i r s t ,  i n  some st a t e s  the l i q u i d a t o r ,  r e h a b i l i t a t o r  or  a n ­
c i l l a r y  r e c e i v e r  may be  a p er s o n  u n f a m i l i a r  wi t h  i n s u r a n c e  r e g u l a t i o n .  
I n e f f i c i e n t  a d m i n i s t r a t i o n  o f  the p r o c e e d i n g s  may r e s u l t .

S e c o n d ,  the  laws o f  more than one s t a t e  may be a p p l i e d  to the p r o ­
c e e d i n g s  p a r t i c u l a r l y  r e g a r d i n g  ownersh i p  o f  a s se t s  and p r e f e r e n c e s  fo r  
p a y me n t .  The r e s u l t  i s  c o n f u s i o n  and i n e q u i t y  i n  the  c o l l e c t i o n  and 
d i s t r i b u t i o n  o f  the  a s s e t s .  The U n i f o r m  I n s u r e r s  L i q u i d a t i o n  Act meets 
t h e  f i r s t  s o u r c e  o f  p ro b l e ms  by d e s i g n a t i n g  the i n s u r a n c e  D i r e c t o r  as 
t h e  r e c e i v e r  o f  a d o m e s t i c  i n s u r e r  or the a n c i l l a r y  r e c e i v e r  o f  a f o r e i g n



i n s u r e r .  To s o l v e  t h e  p r o b l e m  o f  m u l t i p l e  laws and m a r s h a l l i n g  of  
a s s e t s ,  the  U n i f o r m  Ac t  g i v e s  the r e c e i v e r  t i t l e  to the  a s s e t s .  The 
a n c i l l a r y  r e c e i v e r  i s  t h en  r e q u i r e d  to forward a l l  assets  to  the  re­
c e i v e r .  The  U n i f o r m  Ac t  a l s o  d e t a i l s  laws u n d e r  whi ch  p r e f e r e n c e s  and 
t h e  d i s t r i b u t i o n  o f  a sse t s  w i l l  be d e t e r m i n e d .

I n  d r a f t i n g  t h i s  model  g u a r a n t e e  b i l l ,  t h e  NA I C  made p a r t i c u l a r  e f f o r t  
t o  the  e x t e n t  p o s s i b l e ,  to  a v o i d  d i s r u p t i n g  S t a t e  l i q u i d a t i o n  and  re­
h a b i l i t a t i o n  o f  l a ws .

S e c t i o n  2 1 . 7 9 . 1 0 0 .  PRE VE NT I ON OF I N S O L V E N C I E S .

T h i s  s e c t i o n  b a s i c a l l y  e s t a b l i s h e s  a d i a l o g u e  between the D i r e c t o r  and 
A L D I G A ,  c o n c e r n i n g  i m p a i r m e n t  and i n s o l v e n c y  i s s u e s .  I t  a l s o  e n a b l e s  
A L D I G A  t o  cause  an e x a m i n a t i o n  o f  a s u s p e c t  i n s u r e r ,  whi ch  i s  the  p r i ­
mary t o o l  ^n d e t e r m i n i n g  f i n a n c i a l  s t a t u s .

S e c t i o n  2 1 . 7 9 . 1 1 0 .  MI SCE L L ANE OU S  P R O V I S I O N S .

S u b s e c t i o n  (b)  r e q u i r e s  t h a t  the  records be kept  o f  the  n e g o t i a t i o n s  and 
a c t i o n s  by the a s s o c i a t i o n .  A L D I G A  s h o u l d  be h e l d  p u b l i c l y  a c c o u n t a b l e  
f o r  i t s  a c t i o n s .  On the  o t h e r  h a n d ,  e f f e c t i v e  h a n d l i n g  o f  the r e h a ­
b i l i t a t i o n  or  l i q u i d a t i o n  e f f o r t  r e q u i r e s  mi n i mum p u b l i c i t y .  T h u s ,  such  
records  w i l l  be made p u b l i c  o n l y  a f t e r  the l i q u i d a t i o n ,  r e h a b i l i t a t i o n  
o r  c o n s e r v a t i o n  p r o c e e d i n g  i s  t e r m i n a t e d ,  the i mp a i r me n t  or  i n s o l v e n c y  
i s  t e r mi n a t e d  or t h er e  i s  a p r i o r  ord er  by a c o u r t  o f  competent  j u r i s ­
d i c t i o n .

S i n c e  t h i s  a c t  imposes o b l i g a t i o n  upon the  a s s o c i a t i o n  to c o n t i n u e  
c o v e r a g e  f o r  p o l i c y h o l d e r s  o f  i n s o l v e n t  i n s u r e r s ,  the  assets  of  the 
i n s o l v e n t  i n s u r e r  o u g h t  to be u s e d ,  to the  e x t e n t  a v a i l a b l e ,  f o r  the 
p u r p o s e  o f  c o n t i n u i n g  such c o v e r a g e .  S u b s e c t i o n  ( c )  i s  d e s i g n e d  to 
a c c o m p l i s h  t h i s  p u r p o s e .

S u b s e c t i o n  ( d ) ,  i n  c o n j u n c t i o n  wi t h  S e c t i o n  . 0 9 0 ( b ) ,  is i n t e n d e d  to 
p r e v e n t  the s h a r e h o l d e r s  of  an i m p a i r e d  i n s u r e r  from s i t t i n g  back and 
d o i n g  n o t h i n g  and then r e a p i n g  the b e n e f i t  o f  fu nd s  p u t  up by the  
a s s o c i a t i o n .  The se  s t o c k h o l d e r s  s h o u l d  not  o b t a i n  a more a dv a n t a g e o u s  
p o s i t i o n  than  they woul d  have o c c u p i e d  i n  the a b s e n c e  of  t h i s  a c t .  The  
c o u r t  i s  empowered to m o d i f y  and d i s t r i b u t e  the  ownersh i p  r i g h t s  of  
i m p a i r e d  i n s u r e r s  i n  an o r d e r  to do e q u i t y  as between the i n t e r e s t e d  
p a r t i e s .

S u b s e c t i o n  ( e )  i s  d e s i g n e d  to r e c apt ur e  e x c e s s i v e  d i v i d e n d  payments to 
a f f i l i a t e s  that  e x e r c i s e d  c o n t r o l  over  the i n s o l v e n t  i n s u r e r .  The NAI C 
Model  H o l d i n g  Company R e g u l a t o r y  Act whi ch has b een  a d o p t e d  i n  A l a s k a ,  
i n  l a r g e  me a s u r e ,  p r e v e n t s  i mproper  d i s t r i b u t i o n  o f  d i v i d e n d s  by  an 
i n s u r e r  to i t s  h o l d i n g  company ,  s i n c e  e x t r a o r d i n a r y  d i v i d e n d s  are s u b ­
j e c t  to the p r i o r  a p p r o v a l  o f  the D i r e c t o r ,  and  o r d i n a r y  d i v i d e n d s  are 
r e q u i r e d  to be r ep o r t e d  to the  D i r e c t o r .  I f ,  however ,  d i v i d e n d s  are



p a i d  u n d e r  c i r c u m s t a n c e s  t h a t  the  i n s u r e r  s h o u l d  havt r e c e n t l y  known 
t h a t  su c h  payment  c o u l d  r e a s o n a b l y  be exp e c t e d  to a f f e c t  i t s  a b i l i t y  to 
p e r f o r m i ts.  c o n t r a c t u a l  o b l i g a t i o n  to  i t s  p o l i c y h o l d e r s ,  t h e  h o l d i n g  
company and a f f i l i a t e s  s h o u l d  be r e q u i r e d  to repay such  d i v i d e n d s  s u b ­
j e c t  to c e r t a i n  r e a s o n a b l e  l i m i t a t i o n s .

S e c t i o n  2 1 . 7 9 . 1 2 0 .  EXAMINATION OF THE  A S S O C I A T I O N ,  ANNUAL RE P ORT .

T h i s  s e c t i o n  e n a b l e s  the  D i r e c t o r  to  e xa mi n e  A L D I G A .  A L D I G A  must a l s o  
p r o v i d e  an a n n u a l  r e p o r t .

S e c t i o n  2 1 . 7 9 . 1 3 0 .  TAX E XEMPT I ONS.

A L D I G A  i s  tax exempt e x c e p t  f o r  real  p r o p e r t y  t a x e s .  A L D I G A  i s  n o t  a 
p r o f i t  ma k i n g  o r g a n i z a t i o n ,  r a t h e r ,  i t  i s  a g u a r a n t e e  mechan i sm thus i t s  
t a x  exempt s t a t u s .

S e c t i o n  2 1 . 7 9 . 1 4 0 .  IMMUNITY.

A L D I G A  w i l l  be e ng a g e d  i n  some very s e n s i t - ’ o  i s s u e s  when p e r f o r m i n g  i t s  
d u t i e s  u n d e r  t h i s  a c t .  The  i mmun i t y  p r o v i d e s  p r o t e c t i o n  w h i l e  p e r ­
f o r m i n g  t h e s e  d u t i e s .

S e c t i o n  2 1 . 7 9 . 1 5 0 .  STAY OF P R O C E E D I N G S .

See S e c t i o n  5 .

S e c t i o n  2 1 . 7 9 . 9 0 0 .  D E F I N I T I O N S .

T h i s  act  covers " i n s o l v e n t  i n s u r e r s "  wh i ch  are d i f i n e d  to i n c l u d e  an 
i n s o l v e n t  i n s u r e r  u nd e r  an ord er  of  l i q u i d a t i o n  i s s u e d  by a c o u r t  o f  
c o mp e t e n t  j u r i s d i c t i o n .  An " i m p a i r e d  i n s u r e r "  i s  an i n s u r e r  deemed by
t h e  D i r e c t o r  to be u n a b l e ,  or  p o t e n t i a l l y  u n a b l e ,  to  f u l f i l l  i t s  c o n ­
t r a c t u a l  o b l i g a t i o n s .

T h i s  model  b i l l  e n a b l e s  an a s s o c i a t i o n  to become i n v o l v e d  to the a c t u a l  
c o u r t  o r d e r  as n o t ed  i n  S e c t i o n  . 0 5 0 .  The f i n d i n g  by the D i r e c t o r  t h a t  
an i n s u r e r  i s  i m p a i r e d ,  even  though  not  s u b j e c t  to a c o u r t  p r o c e e d i n g ,  
s e rv e s  as a t r i g g e r i n g  mechan i sm e n a b l i n g  the a s s o c i a t i o n  to f u n c t i o n .

S u b s e c t i o n  10  d e f i n e s  " r e s i d e n t "  f o r  the p u r p o s e s  of  d e t e r m i n i n g  on 
whose b e h a l f  the  a s s o c i a t i o n  may become l i a b l e  u n d e r  S e c t i o n  . 0 6 0 ,  i f  a
f o r e i g n  or  a l i e n  i n s u r e r  becomes i n s o l v e n t .

S e c t i o n  4.  S e c t i o n  2 1 . 3 6 . 0 3 5 .  P R O H I B I T E D  ADVE RT I SE ME NT  IN INSURANCE 
S A L E S .

T h i s  s e c t i o n  makes i t  a p r o h i b i t e d  u n f a i r  trade  p r a c t i c e  f o r  any p e r s o n  
to  make u s e ,  i n  any ma n n e r ,  of  the p r o t e c t i o n  a f f o r d e d  by t h i s  a c t  to 
a i d  h i m i n  the s a l e  of  i n s u r a n c e .  T h i s  woul d  e x t e nd  to a p er s o n  with



an i n t e r e s t  i n  a p o l i c y  who uses the p r e s e n c e  of  A L D I G A  to  s u p p o r t  the  
v a l u e  o f  the  p o l i c y  as c o l l a t e r a l  i n  a l o a n  t r a n s a c t i o n ,  whi ch  a c t i o n  
wo u l d  be prc i b i t e d .  The  l e g i t i m a t e  f u n c t i o n  o f  a d v e r t i s i n g  the  e x i s ­
t e n c e  o f  the  a c t  by the g u a r a n t e e  a s s o c i a t i o n  and the D i r e c t o r ,  c o n d u c t  
\ i c h  woul d  be p a r t i c u l a r l y  d e s i r a b l e  i n  n o t i f y i n g  p o l i c y h o l d e r s  o f  a 
company f o u n d  to be i n s o l v e n t ,  or  by i n s u r e r s  i n  p u b l i c  s e r v i c e  i n ­
s t i t u t i o n a l  a d v e r t i s e m e n t s ,  wo u l d  be p e r m i t t e d .  E n f o r c e me n t  and p e n a l ­
t i e s  f o r  v i o l a t i o n  o f  the  s e c t i o n  are f o u n d  i n  t h e  U n f a i r  T r a d e  P r a c ­
t i c e s  Act (AS 2 1 . 3 6 ) .

S e c t i o n  5 .  AMENDING C I V I L  RULE  6 2 ( c ) .

S e c t i o n  2 1 . 7 9 . 1 5 0  p r o v i d e s  f o r  an a u t o m a t i c  s t a y  o f  60 days i n  a c t i o n s  
i n v o l v i n g  the  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n  o f  an i n ­
s o l v e n t  i n s u r e r .

C





.................... A  R E S O L U T I O N  B Y  T H E - 3 R D  A N N U A L
Y U K O N - K U S K O K W I M  D E L T A  M A Y O R ' S  C O N F E R E N C E

B e t h e l ,  A l a s k a  
N o v e m b e r  3 ,  , 5> 198 2

R E S O L U T I O N  NO .  8 2 - 1 3

A R E S O L U T I O N  R E Q U E S T I N G  T H E  1983  A L A S K A  S T A T E  L E G I S L A T U R E  T O  P A S S  T H E  N E C E S S A R Y  
L E G I S L A T I O N  TO A L L O W  M U N I C I P A L I T I E S  TO  F O R C E  A C C O U N T  C A P I T A L  P R O J E C T S  AN D NOT  
B E  O B L I G A T E D  TO P A Y  " L I T T L E  D A V I S - B A C O N "  W A G E S .  ' ' • . '•

W H E R E A S ,  m u n i c i p a l i t i e s  h a v e  t h e  l o c a l  e x p e r t i s e  i n  t h e i r - o w n  c i t i z e n r y  t o  
c o n s t r u c t  a n d  c o m p l e t e  m o s t  p u b l i c  w o r k s  p r o j e c t s ;  a n d  '

W H E R E A S ,  m u n i c i p a l i t i e s  a r e  now  r e c e i v i n g  f u n d i n g  t o  c o n s t r u c t  r o a d s ,  a n d  c i t i e s  
a r e  e x e c u t i n g  t h e s e  p r o j e c t s  s u c c e s s f u l l y  t h r o u g h  p l a n n i n g  a n d  f o r c e - a c c o u n t i n g ;  
a n d

W H E R E A S ,  t h e  L i t t l e  D a v i s - B a c o n  Ac t .  w a g e s  a r e  p r o h i b i t i v e  as-  f a r .  a s  l o c a l  h i r e  
a n d  s u c c e s s f u l  p r o j e c t  c o m p l e t i o n ,  ■ *

B E  I T  R E S O L V E D  BY  T H E  Y U K O N - K U S K O K W I M  D E L T A  M A Y O R ' S  C O N F E R E N C E . :  . T o  s u p p o r t -  
l e g i s l a t i o n  t h a t  w o u l d  a l l o w  m u n i c i p a l i t i e s  t o  f o r c e  a c c o u n t  l o c a l  p r o j e c t s -  
u s i n g  l o c a l  w a g e  s c a l e s  a s  a s t a n d a r d ,  w h i c h  a l l o w s " m u c h  n e e d e d  e m p l o y m e n t  f o r  
t h e  l o c a l  c i t i z e n r y ,  r a t h e r  t h a n  u s i n g  L i t t l e  D a v i s - B a c o n  A c t  w a g e s w h ' i c h  ' • ' 
d r a s t i c a l l y  d e p r e s s  l o c a l  h i r e .  ,- • .•

P A S S E D  a n d  A P P R O V E D  b y  t h e  T h i r d  A n n u a l  Y U K O N - K U S K O K W I M  D E L T A  M A Y O R ' S  C O N F E R E N C E  
T H I S  5 t h  d a y ^ o T _ N o v e m b e r , 1 9 8 2 .  ;

v / y M & K J

c c : G r e g  C a p i  t o
V i l l a g e  S a f e  W a t e r  P r o g r a m

N o r m a n  G o r s u c h  
A t t o r n e y  G e n e r a l  
D e p a r t m e n t  o f  Law

J a m e s  S o u b y ,  D i r e c t o r
D i v i s i o n  o f  P o l i c y  D e v e l o p m e n t  a n d  P l a n n i n g

R e p r e s e n t a t i v e  A l  A d a m s ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e

L i s a  R u d d ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  Acimi n i s L r a  t  i o n

R o n  L e h r ,  D i r e c t o r
D i v i s i o n  o f  M a n a g e m e n t  a n d  B u d g e t

R e c o r d i n g  S e c r e t a r y ’

R o b e r t  W. W a r d ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n  6 
P u b  I i c  ' F a c  i 1 i t i c s



MEMORANDUM State of Alaska-
O c t o b e r  5, 1 9 8 2  

1 6 6 - 2 6 1 - 3 3  

2 7 6 - 3 5 5 0

A p p l i c a b i l i t y  o f  
A S  3 6  t o  C o n s t r u c t i o n  
P r o j e c t s  A d m i n i s t e r e d  
t h e  C o m m u n i t y  o f  
C a n t w e l l ,  Inc.

A s s i s t a n t  A t t o r n e y  G e n e r a l

Y o u  h a v e  r e q u e s t e d  o u r  o p i n i o n  as t o  w h e t h e r  t h e  
p u b l i c  c o n t r a c t  r e q u i r e m e n t s  o f  A S  36  w o u l d  a p p l y  t o  t h e  

* p r o p o s e d  c o n s t r u c t i o n  o f  a  f i r e  s t a t i o n  a n d  c o m m u n i t y  w a t e r  
f a c i l i t y  i n  C a n t w e l l ,  A l a s k a .  O u r  c o n c l u s i o n  is t h a t  A S  36 
a p p l i e s  to. t h e  p r o p o s e d  c o n s t r u c t i o n  p r o j e c t s .

C a n t w e l l  i s  a r u r a l  c o m m u n i t y  h a v i n g  n o  o r g a n i z e d  
g o v e r n i n g  o r  l e g i s l a t i v e  b o d y .  I n  1 9 8 1 ,  s e v e r a l  p e r s o n s  
r e s i d i n g  i n  t h e  C a n t w e l l  a r e a  i n c o r p o r a t e d  u n d e r  A S  1 0 . 2 0  as 
a  n o n p r o f i t  c o r p o r a t i o n  k n o w n ' a s  t h e  ''-Community o f  C a n t w e l l ,  
I n c . "  O n e  o f  t h e  a p p a r e n t  p u r p o s e s  o f  s u c h  i n c o r p o r a t i o n  

1 w a s  t o  p r o v i d e  a  v e h i c l e  f o r  t h e  r e c e i p t  a n d  a d m i n i s t r a t i o n  
o f  s t a t e  g r a n t  m o n i e s  f o r  t h e  i m p r o v e m e n t  of p u b l i c  s e r v i c e s  
a n d  t h e  c o n s t r u c t i o n  o f  p u b l i c  f a c i l i t i e s  i n  t h e  a r e a .

U n d e r  t h e  a u t h o r i t y  o f  A S  3 7 . 0 5 . 3 1 5  • /
( U n i n c o r p o r a t e d  C o m m u n i t y  G r a n t s ) ‘a n d  'chapter 1 0 1 ,  S L A  1 9 8 2 ,  
t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  p r o p o s e s  to 
g r a n t  u p  t o  $ 1 6 0 , 0 0 0  to t h e  C o m m u n i t y  o f  C a n t w e l l ,  Inc. f o r  
t h e  e x p r e s s  p u r p o s e  o f  c o n s t r u c t i n g  a  f i r e  s t a t i o n  a n d  • 
p u r c h a s i n g  f i r e  p r o t e c t i o n  e q u i p m e n t  f o r  t h e  C a n t w e l l  • 
c o m m u n i t y .  U n d e r  t h e  p r o p o s e d  g r a n t  a g r e e m e n t ,  t h e  
C o m m u n i t y  o f  C a n t w e l l ,  Inc. is r e g a r d e d  as " t h e  c o n t r a c t o r "  
f o r  t h e  p e r f o r m a n c e  o f  t h e  p r o j e c t ,  s u b j e c t  t o  t h e  s p e c i f i c  
t e r m s  i t e m i z e d  i n  t h e  c o n t r a c t .  O n e  o f  .those t e r m s  r e q u i r e s  
t h e  c o n t r a c t o r  t o  p e r f o r m  t h e  p r o j e c t  i n  c o m p l i a n c e  w i t h  a l l  
a p p l i c a b l e  l a w s  a n d  r e g u l a t i o n s .  T h e  g r a n t  c o n t r a c t ,  
h o w e v e r ,  d o e s  n o t  c o n t a i n  a n y  e x p r e s s  l a n g u a g e  c o n c e r n i n g  
t h e  a p p l i c a b i l i t y  o f  A S  3 6  o r  t h e’ r e q u i r e m e n t  t h a t  e m p l o y e e s  
w o r k i n g  o n  p u b l i c  w o r k s  p r o j e c t s  b e  p a i d  p r e v a i l i n g  w a g e s .

I n  a d d i t i o n  to t h e  f i r e  s t a t i o n  p r o j e c t ,  t h e  
C o m m u n i t y  o f  C a n t w e l l ,  Inc. m a y  a l s o  r e c e i v e  g r a n t  m o n i e s  
f r o m  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  u n d e r  
A S  4 6 . 0 7 . 0 1 0 - . 0 8 0  ( V i l l a g e  S a f e  W a t e r  A c t )  f o r  c h e  p u r p o s e  
o f  b u i l d i n g  a p u b l i c  w a t e r  w e l l  a n d  a p l u m b i n g  a n d  h o l d i n g  
t a n k .  A d d i t i o n a l  g r a n t  f u n d s  h a v e  a l s o  b e e n  r e q u e s t e d  f o r  
t h e  c o n s t r u c t i o n  o f  a s o l i d  w a s t e  d i s p o s a l  s y s t e m .  It is

t o . D o n a l d  R. W i l s o n  d a t e :
S u p e r v i s o r
W a g e  & H o u r  A d m i n i s t r a t i o n  f il e  n o : 
D e p a r t m e n t  o f  L a b o r

TELEPHONE NO:

f r o m : W I L S O N  L. C O N D O N  s u b j e c t :
A T T O R N E Y  G E N E R A L

R o b e r t  w r  L a n d a u

02-001 (Rev. 10/79)



D o n a l d  R .  W i l s o n - 2 - O c t o b e r  5, 1 9 8 2  •

o u r  u n d e r s t a n d i n g  t h a t  t h e  n o n p r o f i t  c o r p o r a t i o n  p l a n s  to 
a d m i n i s t e r  a n d  s u p e r v i s e  t h e s e  v a r i o u s  p r o j e c t s ,  e i t h e r  b y  
d5 r e c t l y  h i r i n g  p e r s o n s  to p e r f o r m  t h e  c o n s t r u c t i o n  w o r k  o r  
b y  e n t e r i n g  i n t o  a p p r o p r i a t e  c o n s t r u c t i o n  s u b c o n t r a c t s .

A S  3 5 . 0 5 . 0 1 0  r e q u i r e s  c o n t r a c t o r s  o r  
s u b c o n t r a c t o r s  o n  p u b l i c  c o n s t r u c t i o n  or. p u b l i c  w o r k s  
p r o j e c t s  t o  p a y  t h e  p r e v a i l i n g  r a t e . o f  w a g e s  to  e m p l o y e e s  
w o r k i n g  o n  s u c h  p r o j e c t s .  A S  3 6 . 9 5 . 0 1 0 ( 3 )  d e f i n e s  " p u b l i c  
c o n s t r u c t i o n "  a n d  " p u b l i c  w o r k s "  as

• . . . . t h e  o n - s i t e  f i e l d  s u r v e y i n g ,
e r e c t i o n ,  r e h a b i l i t a t i o n ,  a l t e r a t i o n ,  
e x t e n s i o n  o r  r e p a i r ,  i n c l u d i n g  p a i n t i n g  
o r  r e d e c o r a t i n g  of b u i l d i n g s , o f  
h i g h w a y s  o r  o t h e r  i m p r o v e m e n t s  to r e a l  
p r o p e r t y  u n d e r  c o n t r a c t  f o r  t h e  s t a t e ,  a 
p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  o r  a 

• r e g i o n a l  s c h o o l  b o a r d  w i t h  r e s p e c t  t o  a n  
e d u c a t i o n a l  f a c i l i t y  u n d e r  A S  1 4 . 0 8 . 1 6 1 .

A S  3 6 . 0 5 . 0 7 0  f u r t h e r  r e q u i r e s  t h a t  c o n t r a c t s  f o r  p u b l i c  
c o n s t r u c t i o n  s p e c i f i c a l l y  i n c l u d e  c e r t a i n  p r o v i s i o n s  
c o n c e r n i n g  t h e  p a y m e n t  o f  p r e v a i l i n g  w a g e s  t o  e m p l o y e e s  o n  
t h e  p r o j e c t .

I n  a  r e c e n t  o p i n i o n ,  t h e  A l a s k a  S u p r e m e  C o u r t  
a d o p t e d  a n  e x p a n s i v e  v i e w  of t h e  c o n c e p t  o f  " p u b l i c  
c o n s t r u c t i o n "  u n d e r  A S  36. C i t y  a n d  B o r o u g h  o f  S i t k a  v. 
C o n s t r u c t i o n  a n d  G e n e r a l  L a b o r e r s  L o c a l  9 4 2 ," 6 4 4  P > 2 d  2 2 7  
( A l a s k a  198.2) . T h e  c o u r t  d e c l a r e d  t h a t  t h e  f u n d a m e n t a l  
p u r p o s e  o f  A l a s k a ' s  " L i t t l e  D a v i s - B a c o n  A c t "  (AS 3 6 . 0 5 )  is 
to  a s s u r e  t h a t  e m p l o y e e s  e n g a g e d  i n  p u b l i c  c o n s t r u c t i o n  
r e c e i v e  a t  l e a s t  t h e  p r e v a i l i n g  w a g e .  T h e  f o c u s  o f  t h e  A c t  
is t o  t h e  b e n e f i t  o f  e m p l o y e e s ,  n o t  t h e  c o n t r a c t i n g  
p r i n c i p a l s .  6 4 4  P . 2 d  a t  232.

In  a c c o r d a n c e  w i t h  t h e  b r o a d  i n t e r p r e t a t i o n  o f  
A S  3 6  a d o p t e d  b y  o u r  s u p r e m e  c o u r t  i n  S i t k a , w e  b e l i e v e  t h a t  
a n y  e m p l o y e e  w h o  p e r f o r m s  w o r k  o n  t h e  c o n s t r u c t i o n  o r  r e p a i r  
o f  a p u b l i c  f a c i l i t y  t h a t  is f u n d e d  w i t h  s t a t e  g r a n t  m o n i e s  
is e n t i t l e d  t o  r e c e i v e  p r e v a i l i n g  w a g e s ,  r e g a r d l e s s  h o w  t h e  
p r o j e c t  is s t r u c t u r e d  o r  w h a t  e n t i t y  a c t u a l l y  a d m i n i s t e r s  
t h e  g r a n t  f u n d s .  W e  n o t e  t h a t  f e d e r a l  r e g u l a t i o n s  u n d e r  t h e  
D a v i s - B a c o n  A c t  (40 U . S . C .  § 2 7 6 a )  h a v e  a d o p t e d  a s i m i l a r  
b r o a d  v i e w  o f  " p u b l i c  w o r k "  as c o n s i s t i n g  o f  a n y  c o n ­
s t r u c t i o n  w o r k  w h i c h  is c a r r i e d  on d i r e c t l y  b y  a u t h o r i t y  of, 
o r  w i t h  f u n d s  of, a f e d e r a l  a g e n c y  to s e r v e  t h e  i n t e r e s t  o f  
t h e  g e n e r a l  p u b l i c ,  r e g a r d l e s s  of w h e t h e r  t i t l e  to t h e  
p r o j e c t  is in t h e  f e d e r a l  a g e n c y  o r  s o m e  o t h e r  e n t i t y .  29 
C . F . R .  § 5 . 2 ( h )  ( 1 9 8 1 ) .  A c c o r d i n g l y ,  w e  c o n c l u d e  t h a t



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

t h e  e x p r e s s  p u r p o s e  o f  c o n s t r u c t i n g  p u b l i c  f a c i l i t i e s  w i t h i n  
t h e  s t a t e ,  t h e  p r e v a i l i n g  w a g e  p r o v i s i o n s  o f  A S  3 6  a p p l y  a n d  
s h o u l d  b e  c o n t a i n e d  i n  t h e  a p p r o p r i a t e  g r a n t  d o c u m e n t s .

R W L :j g

cc: P a t r i c k  P o l a n d ,  D e p t ,  o f  C o m m u n i t y  & R e g i o n a l  A f f a i r s
T i m  B e r g i n ,  D e p t ,  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  
C o m m u n i t y  o f  C a n t w e l l ,  Inc.
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H o n o r a b l e  A l b e r t  P. A d a m s  
R e p r e s e n t a t i v e  

• A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: A p p l i c a t i o n  o f  L i t t l e
D a v i s - B a c o n  A c t  

(AS 3 6 . 0 5 )  t o  d e s i g n a t e d  
g r a n t s

O u r  f i l e :  3 6 6 - 2 6 7 - 8 3

D e a r  R e p r e s e n t a t i v e  A d a m s :

Y o u  h a v e  r e q u e s t e d  o u r  o p i n i o n  w h e t h e r  c o n s t r u c t i o n  
c o n t r a c t s  m a d e  b y  n o n - g o v e r n m e n t a l  e n t i t i e s  w h i c h  a r e  f i n a n c e d  b y  
s t a t e - f u n d e d  g r a n t s  a r e  s u b j e c t  to t h e  p r o v i s i o n s  o f  t h e  L i t t l e  
D a v i s - B a c o n  A c t  (AS 3 6 . 0 5 )  r e g a r d i n g  p a y m e n t  o f  p r e v a i l i n g  w a g e s  
to  e m p l o y e e s  w o r k i n g  o n  p u b l i c  c o n s t r u c t i o n .  Y o u  c i t e  e x a m p l e s  
o f  g r a n t s  m a d e  f o r  a d a y  c a r t  c e n t e r ,  a " h u m a n  s e r v i c e s  c o m p l e x , "  
a n d  a p u b l i c  w o r k s  f a c i l i t y .  T h e s e  g r a n t s  w e r e  m a d e  b y  a p p r o p r i ­
a t i o n s  in w h i c h  t h e  g r a n t e e s  w e r e  s p e c i f i c a l l y  d e s i g n a t e d .  I n  
e a c h  c a s e  t h e  g r a n t e e  is a p r i v a t e  n o n - p r o f i t  c o r p o r a t i o n .

T h e  g r a n t s  to w h i c h  y o u  r e f e r  a r e  c o m m o n l y  k n o w n  a s  
d e s i g n a t e d  g r a n t s  a n d  a r e  g o v e r n e d  b y  t h e  p r o v i s i o n s  o f  A S  3 7 . -  
0 5 . 3 1 6  ( G r a n t s  to N a m e d  R e c i p i e n t s ) .  A n o t h e r  c a t e g o r y  o f  d e s i g ­
n a t e d  g r a n t  w h i c h  is u s e d  to c o n s t r u c t  c a p i t a l  i m p r o v e m e n t s  i n  
u n i n c o r p o r a t e d  c o m m u n i t i e s  is a n  U n i n c o r p o r a t e d  C o m m u n i t y  G r a n t  
u n d e r  A S  3 7 . 0 5 . 3 1 7 .  B e c a u s e  an  u n i n c o r p o r a t e d  c o m m u n i t y  is n o t  a 
l e g a l  e n t i t y  a n d  t h e r e f o r e  l a c k s  t h e  c a p a c i t y  to r e c e i v e  a n d  a d ­
m i n i s t e r  a g r a n t  o f  p u b l i c  f u n d s ,  A S  37 . 0 5 . 3 1 7 ( 2 )  'a u t h o r i z e s  t h e  
D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to' m a k e  t h e  g r a n t  t o  
a p r i v a t e  n o n - p r o f i t  c o r p o r a t i o n  o r  f e d e r a l l y  r e c o g n i z e d ■ t r i b a l  
c o u n c i l  w h i c h  is r e p r e s e n t a t i v e  o f  the u n i n c o r p o r a t e d  c o m m u n i t y .  
W e  r e c e n t l y  e x p r e s s e d  o u r  v i e w  t h a t  c o n s t r u c t i o n  c o n t r a c t e d  o u t  
b y  s u c h  a n  o r g a n i z a t i o n  f o r  a n  u n i n c o r p o r a t e d  c o m m u n i t y  w i t h  
g r a n t  f u n d s  p r o v i d e d  b y  t h e  s t a t e  u n d e r  A S  3 7 . 0 5 . 3 1 7  is s u b j e c t  
to t h e  p r o v i s i o n s  o f  the L i t t l e  D a v i s - B a c o n  A c t .  1 9 8 2  In f .  Op.



_ J  ■

H o n o r a b l e  A l b e r t  P. A d a m s  M a r c h  11, 1 9 8 3
R e p r e s e n t a t i v e  P a g e  2
3 6 6 - 2 6 7 - 8 3

A t t ' y  Gen. ( O c t o b e r  5) 1/ A  t h i r d  c a t e g o r y  o f  g r a n t s ,  G r a n t s  t o
M u n i c i p a l i t i e s  u n d e r  A S — 3 7 . 0 5 . 3 1 5 ,  p r o v i d e s  s t a t e  f u n d s  f o r  a 
v a r i e t y  o f  l o c a l  p r o j e c t s  a n d  a c t i v i t i e s  d i r e c t l y  to  e s t a b l i s h e d  
p o l i t i c a l  s u b d i v i s i o n s  o f  t h e  s t a t e .  T h e  r e q u i r e m e n t s . o f  L i t t l e  
D a v i s - B a c o n  c l e a r l y  a p p l y  to c o n s t r u c t i o n  p r o j e c t s  c o n t r a c t e d  o u t  
u n d e r  t h o s e  grants..--

Y o u  n o w  a s k  w h e t h e r  c o n s t r u c t i o n  c o n t r a c t e d  o u t  b y  n o n ­
g o v e r n m e n t a l  e n t i t i e s  w i t h  g r a n t s  m a d e  u n d e r  A S  3 7 . 0 5 . 3 1 6  a r c  
a l s o  s u b j e c t  t o  t h a t  A c t .  W e  c o n c l u d e  t h a t  the. a n s w e r -  t o  y o u r  
q u e s t i o n  w i l l  d e p e n d  u p o n  t h e  n a t u r e  o f  t h e  p a r t i c u l a r  p r o j e c t  
b e i n g  carried- o u t  b y  t h e  grantee-.• I f  t h e  p r o j e c t  o r  i m p r o v e m e n t  
i n v o l v e s  t h e  u n d e r t a k i n g ,  o r  p r o v i s i o n  o f  t r a d i t i o n a l  g o v e r n m e n t  
f a c i l i t i e s ,  s e r v i c e s ,  o r  a c t i v i t i e s  i t  is c o v e r e d  b y  t h e  A c t ,  
d e s p i t e  t h e  n o n - g o v e r n m e n t a l ,  s t a t u s  o f  t h e  e n t i t y  c o n t r a c t i n g  o u t '  
t h e  w o r k .  H o w e v e r ,  i f  t h e  work. c o n t r a c t e d  o u t  is  n o t  l i k e  t h a t  
t r a d i t i o n a l l y  c a r r i e d  o u t - o r  p r o v i d e d ,  b y  g o v e r n m e n t ,  it. is n o t  
c o v e r e d  b y  L i t t l e  D a v i s - B a c o n .  I n  o r d e r  t o  d e f i n e  t h e  l i ne- b e ­
t w e e n  t h o s e  p r o j e c t s  c o v e r e d  b y  t h e  A c t  a n d  t h o s e  w h i c h  a r e  n o t ,  
w e  r e c o m m e n d  t h e  a d a p t i o n  b y  the D e p a r t m e n t  o f  L a b o r  o f  r e g u l a ­
t i o n s  s e t t i n g  o u t  t h e  s t a n d a r d s  a p p l i c a b l e  to  d e t e r m i n i n g  w h e t h e r  
p r o j e c t s  u n d e r t a k e n  b y  a f f e c t e d  g r a n t e e s '  w i l l  b e  c o n s i d e r e d  a s  
c o v e r e d  o r  n o n - c o v e r e d .  B y  a d o p t i n g  r e g u l a t i o n s  t h e  d e p a r t m e n t  
w i l l  p u t  t h o s e  e n t i t i e s  o n  n o t i c e  o f  t h e i r  p o t e n t i a l  o b l i g a t i o n s  
u n d e r  t h e  A c t  a n d  h e l p  a s s u r e  u n i f o r m  a n d  c o n s i s t e n t  d e t e r m i n a ­
t i o n s  o f  c o v e r a g e  o r ’n o n - c o v e r a g e . O u r  r e a s o n i n g  f o l l o w s .

T h e  f u n d a m e n t a l  r e q u i r e m e n t  o f  t h e  L i t t l e  D a v i s - B a c o n  
A c t  is set o u t  in A S  3 6 . 0 5 . 0 1 0  w h i c h  p r o v i d e s ,  i n  p e r t i n e n t  p a r t ,  
as f o l l o w s :

Sec. 3 6 . 0 5 . 0 1 0 .  W A G E  R A T E S  O N  P U B L I C  C O N ­
S T R U C T I O N ,  A  c o n t r a c t o r  or s u b c o n t r a c t o r  w h o  p e r ­
f o r m s  w o r k  on  p u b l i c  c o n s t r u c t i o n  i n  t h e  s t a t e ,  as 
d e f i n e d  b y  A S  3 6 . 9 5 . 0 1 0 ( 3 ) ,  s h a l l  p a y  n o t  l e s s  
t h a n  t h e  c u r r e n t  p r e v a i l i n g . - w a g e s  f o r  w o r k  o f  a 
s i m i l a r  n a t u r e  in t h e  r e g i o n  in  w h i c h  t h e  w o r k  is 
d o n e .  ;• A

1/ W e  n o t e  t h a t  o u r  O c t o b e r  5, 1 9 8 2  o p i n i o n  i n c o r r e c t l y  r e ­
f e r r e d  to g r a n t s  m a d e  u n d e r  A S  3 7 . 0 5 . 3 1 5 ,  w h i c h  d e a l s  w i t h  g r a n t s  
to o r g a n i z e d  m u n i c i p a l i t i e s .  T h i s  w a s  o b v i o u s l y  a t y p o g r a p h i c a l  
e r r o r  as t h e  p r o b l e m  w h i c h  it a d d r e s s e d  i n v o l v e d  a n  U n i n c o r p o ­
r a t e d  C o m m u n i t y  G r a n t ,  w h i c h  is c o v e r e d  b y  A S  3 7 . 0 5 . 3 1 7 .



" P u b l i c  c o n s t r u c t i o n "  is  d e f i n e d  i n  A S  3 6 . 9 5 . 0 1 0 ( 3 )  as f o l l o w s :

(3) " p u b l i c  c o n s t r u c t i o n "  o r  " p u b l i c  w o r k s "  
m e a n s  t h e  o n - s i t e  f i e l d  s u r v e y i n g ,  e r e c t i o n ,  r e -  •• 
h a b i l i t a t i o n ,  a l t e r a t i o n ,  e x t e n s i o n  o r  r e p a i r ,  
i n c l u d i n g  p a i n t i n g  o r  r e d e c o r a t i n g  o f  buildings', 
h i g h w a y s  o r  o t h e r  i m p r o v e m e n t s  to r e a l  p r o p e r t y  
u n d e r  c o n t r a c t  f o r  t h e  s t a t e ,  a  p o l i t i c a l  s u b­
d i v i s i o n  o f  t h e  s t a t e ,  o r  a r e g i o n a l  s c h o o l  b o a r d  
w i t h  r e s p e c t  to a n  e d u c a t i o n a l  f a c i l i t y  u n d e r  A S  
1 4 , 0 8 . 1 6 1 ;

T h e  a n s w e r  t o  y o u r  q u e s t i o n  e s s e n t i a l l y  r e v o l v e s  a r o u n d  w h e t h e r  
w o r k  c a r r i e d  o u t  w i t h  p u b l i c  f u n d s  b y  a d e s i g n a t e d  g r a n t e e  i s  
" p u b l i c  c o n s t r u c t i o n "  w i t h i n  t h e  m e a n i n g  a n d  p u r p o s e  o f  t h e  
L i t t l e  D a v i s - B a c o n  A c t .  T h i s  is a q u e s t i o n  w h i c h  h a s  y e t  to b e  
a d d r e s s e d  b y  t h e  A l a s k a  c o u r t s  and, w h i l e  w e  b e l i e v e  t h e  c o u r t s  
w o u l d  f o l l o w  t h e  a n a l y s i s  w h i c h  w e  a p p l y  h e r e ,  w e  o b v i o u s l y  
c a n n o t  g u a r a n t e e  t h a t  o u r  v i e w  w i l l  u l t i m a t e l y  b e  a d o p t e d  b y  
t hem. 2/

In 1 9 8 2 ,  t h e  A l a s k a  S u p r e m e  C o u r t  a d o p t e d  a n  e x p a n s i v e  
v i e w  o f  t h e  c o n c e p t  o f  " p u b l i c  c o n s t r u c t i o n "  u n d e r  L i t t l e  D a v i s -  
B a c o n .  C i t y  a n d  B o r o u g h  o f  S i t k a  v. C o n s t r u c t i o n  a n d  G e n e r a l  
L a b o r e r s  L o c a l  9 4 2 , - 6 4 4  P . 2 d  111 (Alasltl 1 9 8 2 )  . In t h e  S i t k a  
d e c i s i o n ,  t h e  c o u r t  e x p r e s s l y  s t a t e d  t h a t  " [ t ] h e  f u n d a m e n t a l  p u r ­
p o s e  o f  L i t t l e  D a v i s - B a c o n  is to a s s u r e  t h a t  e m p l o y e e s  e n g a g e d  i n  
p u b l i c  c o n s t r u c t i o n  r e c e i v e  at l e a s t  t h e  p r e v a i l i n g  w a g e . "  It 
w e n t  o n  to e m p h a s i z e  t h a t  " [ t ] h e  f o c u s  o f  t h e  a c t ,  q u i t e  c l e a r l y ,  
is t o  t h e  b e n e f i t  o f  t h e  e m p l o y e e s ,  n o t  t h e  c o n t r a c t i n g  p r i n c i ­
p a l s . "  S i t k a , 644 P 2 d  a t  232.

2/ I t  is . p a r t i c u l a r l y  i m p o r t a n t  to;'-keep i n  m i n d ,  t h a t  o u r  v i e w  
m a y  o r  m a y  n o t  b e  a d o p t e d  b y  t h e '  c o u r t s  where:, as h e r e ,  t h e  
s t a t u t e s  w i t h  w h i c h  w e  d e a l  c r e a t e  c e r t a i n  r i g h t s : a n d  o b l i g a t i o n s  
o n  n o n - g o v e r n m e n t a l  t h i r d  p a r t i e s  (e.g., c o n t r a c t o r s  a n d  w o r k e r s )  
w h i c h ,  u n l i k e  s t a t e  a g e n c i e s ,  a r e  n o t ' b o u n d  to. a d h e r e  t o  t h e  a d ­
v i c e  o f  t h e  A t t o r n e y  G e n e r a l .  T h a t  p r e c i s e  s i t u a t i o n  a r o s e  i n  
C i t y  a n d  B o r o u g h  o f  S i t k a  v. C o n s t r u c t i o n  a n d  G e n e r a l  L a b o r e r s  
L o c a l  942, 6 4 4  P . 2 d  2 2 7  ( A l a s k a  1982) w h e r e  t h e  A l a s k a  S u p r e m e  
C o u r t  e x p r e s s l y  r e j e c t e d  a n  e a r l i e r  w r i t t e n  d e t e r m i n a t i o n  b y  t h e  
A t t o r n e y  G e n e r a l ' s  O f f i c e  t h a t  t h e  A c t  d i d  n o t  a p p l y  to t h e  f a c t s  
o f  t h a t  c a se.
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I n  d e c i d i n g  t h a t  t h e  c o n t r a c t  a t  i s s u e  i n  S i t k a  w a s  
s u b j e c t  to  L i t t l e  D a v i s - B a c o n ,  t h e  S u p r e m e  C o u r t  e x p r e s s l y  r e ­
j e c t e d  t h e  a r g u m e n t  t h a t  i t  w a s  n o t  c o v e r e d  b e c a u s e  i t - w a s  n o t  i n  
the f o r m  o f  a t r a d i t i o n a l  c o n s t r u c t i o n  c o n t r a c t .  T h e  C i t y  o f  
S i t k a  h a d  a r g u e d  t h a t  t h e  c o n t r a c t  s h o u l d  b e  v i e w e d  i n  i s o l a t i o n  
as a t i m b e r  s a l e  c o n t r a c t ,  u n c o n n e c t e d  w i t h  t h e  c o n t r a c t  f o r  t h e  
c o n s t r u c t i o n  o f  a  dam, e v e n  t h o u g h  t h e  t i m b e r  t o  b e  s o l d  a n d  
c l e a r e d  u n d e r  t h a t  c o n t r a c t  w a s  to b e  r e m o v e d  i n  o r d e r  t o  m a k e  
the s i t e  s u i t a b l e  f o r  c o n s t r u c t i o n  o f  t h e  dam. T h e  c o u r t  r e f u s e d  
to f o l l o w  S i t k a ' s  a r g u m e n t ,  h o w e v e r ,  s a y i n g  t h a t  t o  do so " u n d u l y  
e x a l t s  f o r m  o v e r  s u b s t a n c e . "  S i t k a , 6 A 4 P 2 d  at  23 2 .

S i m i l a r l y ,  w e  b e l i e v e  t h a t  t h e  c o u r t  w o u l d  r e j e c t  t h e  
a p p l i c a t i o n  o f  r i g i d  t e s t s  w h i c h  w o u l d  o n l y  i n q u i r e  w h e t h e r  a 
p a r t i c u l a r  p r o j e c t  w a s  o w n e d  b y  a g o v e r n m e n t a l  e n t i t y  o r  w h e t h e r  
the p r o j e c t  w a s  b e i n g  c a r r i e d  o u t  u n d e r  c o n t r a c t  w i t h  a  g o v e r n ­
m e n t a l  e n t i t y .  3/ C e r t a i n l y ,  i n  m o s t  s i t u a t i o n s  i t  is t o  b e  
a n t i c i p a t e d  t h a t  a  " p u b l i c  w o r k "  w i l l  b e  o w n e d  b y  a  g o v e r n m e n t a l  
e n t i t y .  H o w e v e r ,  n p t h i n g  i n  L i t t l e  D a v i s - B a c o n  e x p r e s s l y  r e ­
q u i r e s  g o v e r n m e n t a l  o w n e r s h i p  o f  t h e  p r o j e c t .  W h i l e  o w n e r s h i p  
m a y  o f t e n  b e  i n d i c a t i v e  o f  t h e  " p u b l i c "  n a t u r e  o f  a p a r t i c u l a r  
p r o j e c t ,  w e  d o  n o t  b e l i e v e  it is n e c e s s a r i l y  d e t e r m i n a t i v e .  
S i m i l a r l y ,  t h e  A c t  is n o t  l i m i t e d  to p r o j e c t s  u n d e r  c o n t r a c t  w i t h  
the s t a t e  o r  a p o l i t i c a l  s u b d i v i s i o n .  In f a c t ,  t h e  statute"! a t  
A S  3 6 . 9 5 . 0 1 0 ( 3 )  e x p r e s s l y  d e f i n e s  " p u b l i c  c o n s t r u c t i o n "  as p r o ­
j e c t s  u n d e r  c o n t r a c t  f o r  th'» s t a t e  o r  a p o l i t i c a l  s u b d i v i s i o n ,  
i n d i c a t i n g  t h a t  t h e  l e g i s l a t u r e  c l e a r l y  h a d  i n  m i n d  a p p l i c a t i o n  
o f  a b r o a d e r  t e s t  f o r  L i t t l e  D a v i s - B a c o n  c o v e r a g e  t h a n  a s i m p l e  
m e c h a n i c a l  i n q u i r y  i n t o  t h e  s t a t u s  o f  t h e  c o n t r a c t i n g  e n t i t y .

2 /  A  r i g i d  a p p l i c a t i o n  o f  s t r i c t  r u l ' e s v f o r  d e t e r m i n i n g  w h e t h e r  
a p r o j e c t  is " p u b l i c  c o n s t r u c t i o n "  'could a f f o r d  :the o p p o r t u n i t y  
to c i r c u m v e n t  o r  e v a d e  L i t t l e  D a v i s - B a c o n  s i m p l y :  b y  f u n d i n g  c o n ­
s t r u c t i o n  o f  p r o j e c t s  s u c h  as r o a d s ,  f i r e  h a l l s ,’ p o l i c e  s t a t i o n s ,  
o r  s c h o o l  b u i l d i n g s  t h r o u g h  d e s i g n a t e d  g r a n t s . .  W e - d o . n o t  b e l i e v e  
o u r  S u p r e m e  C o u r t  w o u l d  p e r m i t  s u c h  a r e s u l t .  '".While the' i n g e ­
n u i t y  o f  m a n  is a p p a r e n t l y  l i m i t l e s s ,  t h e  c o u r t  h a s  h e l d  w i t h  
u n v a r y i n g  r e g u l a r i t y  t h a t  o n e  m a y  n o t  do b y  i n d i r e c t i o n  w h a t  is 
f o r b i d d e n  d i r e c t l y . ' "  S h e l d o n  J a c k s o n  C o l l e g e  v. S t a t e ,  5 9 9  P . 2 d  
127, 1 3 2  ( A l a s k a  1 9 7 9 ) ,  q u o t i n g  W o l m a n  v. E s s e x .  3 4 2  F . S u n o .  39 9 .  
415 (S.O. O h i o  1 9 7 2 ) .



H o n o r a b l e  A l b e r t  P. A d a m s  
* R e p r e s e n t a t i v e

M a r c h  1 1 ,  1 9 8 3

P a g e  5

3 6 6 - 2 6 7 - 8 3

A s  i n  t h e  S i t k a  c ase, t h e  t e s t  to  b e  a p p l i e d  i n  d e t e r ­
m i n i n g  w h e t h e r  a p a r t i c u l a r  p r o j e c t  is " p u b l i c  c o n s t r u c t i o n "  s u b­
j e c t  t o  t h e  p r o v i s i o n s  o f  t h e  A c t  is a f u n c t i o n a l  o n e  w h i c h  
i n o u i r e s  i n t o  t h e  n a t u r e  o f  t h e  p r o j e c t  u n d e r  c o n t r a c t  a
r e l a t i o n s h i p  t o  t h e  p u r p o s e s  o f  L i t t l e  D a v i s - B a c o n .  IWeT~beijL&v&

W e  a r r i v e  a t  o u r  c o n c l u s i o n  b a s e d  b o t h  o n  o u r  r e a d i n g
of  t h e  S i t k a  c a s e  a n d  b e c a u s e  o f  t h e  s i m i l a r  a p p r o a c h  t a k e n  b y  
t h e  U . S .  D e p a r t m e n t  o f  L a b o r  i n  a p p l y i n g  t h e  f e d e r a l  D a v i s - B a c o n  
A c t  (40 U . S . C .  § 2 7 6 a ,  e t  s e q . ) .  T h e  d e f i n i t i o n  o f  " p u b l i c  
b u i l d i n g "  o r  " p u b l i c  w o r k "  f o r  p u r p o s e s  o f  t h e  f e d e r a l  A c t  is s e t  
o u t  a t  2 9  C F R  § 5 . 2 ( h )  a n d  p r o v i d e s ,  i n  p e r t i n e n t  p a r t ,  a s  f o l ­
low s  :

(h) 'The t e r m  " p u b l i c  b u i l d i n g "  o r  " p u b l i c  
w o r k "  i n c l u d e s  b u i l d i n g  o r  w o r k ,  t h e  c o n s t r u c t i o n ,  
p r o s e c u t i o n ,  c o m p l e t i o n ,  or  r e p a i r  o f  w h i c h ,  as 
d e f i n e d  a b o v e ,  is c a r r i e d  on  d i r e c t l y  b y  a u t h o r i t y  
o f  o r  w i t h  f u n d s  o f  a F e d e r a l  a g e n c y  t o  s e r v e  t h e  
i n t e r e s t  o f  t h e  g e n e r a l  p u b l i c  r e g a r d l e s s  o f  
w h e t h e r  t i t l e  t h e r e o f  is in  a F e d e r a l  a g e n c y .

T h e  A l a s k a  S u p r e m e  C o u r t  e x p r e s s l y  s t a t e d  in  S i t k a  t h a t ,  b e c a u s e  
L i t t l e  D a v i s - B a c o n  is m o d e l e d  a f t e r  t h e  f e d e r a l  A c t  a n d  b e c a u s e  
the f e d e r a l  r e g u l a t i o n s  i m p l e m e n t i n g  t h a t  A c t  w e r e  a d o p t e d  b e f o r e  
A S  3 6 . 9 5 . 0 1 0 ( 3 )  d e f i n i n g  " p u b l i c  c o n s t r u c t i o n "  b e c a m e  l a w  i n  
1972, it " w i l l  l o o k  t o  t h e  f e d e r a l  r e g u l a t i o n s  c o n s t r u i n g  D a v i s -  
B a c o n  f o r  a s s i s t a n c e  i n  i n t e r p r e t i n g  L i t t l e  D a v i s - B a c o n .  S i t k a 
at 23 1 ,  n . 8 .

T h e  t e s t  w h i c h  w e  h a v e  s t a t e d ,  w h i l e  r e l a t i v e l y  s i m p l e  
to s e t  o u t ,  m a y  p r o v e  d i f f i c u l t  to a p p l y  to s o m e ,  k i n d s  o f  p r o ­
je c t s .  O b v i o u s l y ,  s o m e  p r o j e c t s  such'.asvr o a d s , a i r p o r t s ,  s e w e r s ,  
m u n i c i p a l  b u i l d i n g s  a n d  s c h o o l  b u i l d i n g s’ a r e  t r a d i t i o n a l l y  g o v ­
e r n m e n t a l  in  n a t u r e .  O t h e r s ,  s u c h  as c o n s t r u c t i o n  o f  w o m e n ' s  
s h e l t e r s ,  d a y  c a r e  c e n t e r s ,  a n d  a n i m a l  s h e l t e r s’, w h i l e  s e r v i n g  a 
" p u b l i c  p u r p o s e " ,  k j  h a v e  p r o b a b l y  n o t  t r a d i t i o n a l l y  b e e n " c o n -

£hatvtestnri~s~r~QTi~e w h icn--. l o o k .s .1 .- :a m o n p .- o t h e x J t h i n z s j.± Jz o ••th e  n a t u r e

  •• - -
i r i f e s p e c t i v e - o f '. que'stionsjof"'"o’wriership'jj^andjcont r a ctoif s t a t u s

4/ O f  c o u r s e ,  a n y  e x p e n d i t u r e  o f  s t a t e  f u n d s ,  w h e t h e r  t h r o u g h  a 
g o v e r n m e n t a l  e n t i t y  o r  a p r i v a t e  o r g a n i z a t i o n  m u s t  b e  m a d e  f o r  a 
" p u b l i c  p u r p o s e . "  A r t i c l e  IX, sec. 6, A l a s k a  C o n s t i t u t i o n .



R e p r e s e n t a t i v e  P a g e  6
3 6 6 - 2 6 7 - 8 3

H o n o r a b l e  A l b e r t  P .  A d a m s  M a r c h  1 1 ,  1 9 8 3

s t r u c t e d  b y  g o v e r n m e n t .  H o w e v e r ,  t h e r e  w i l l  u n d o u b t e d l y  r e m a i n  a 
" g r a y  a r e a "  o f  p r o j e c t s  w h i c h  c a n n o t  b e  r e a d i l y  c h a r a c t e r i z e d  a s  
e i t h e r  g o v e r n m e n t a l  o r  n o n - g o v e r n m e n t a l  l i k e  h e a l t h  c a r e  f a c i l i ­
tie s  a n d  p o w e r  g e n e r a t i o n  a n d  d i s t r i b u t i o n  f a c i l i t i e s .  T h e s e  
k i n d s  o f  p r o j e c t s  a r e  s o m e t i m e s  p r o v i d e d  b y  g o v e r n m e n t ,  s o m e t i m e s  
b y  p r i v a t e  e n t i t i e s ,  a n d  s o m e t i m e s  b y  b o t h  i n  t h e  v e r y  s a m e  c o m ­
m u n i t y .  I n  o r d e r  to c l a r i f y  t h e  g r a y  a r e a  a n d  p r o v i d e  a b a s i s  
f o r  e n t i t i e s  w h o  r e c e i v e  d e s i g n a t e d  g r a n t s  a n d  w h o  m a y  t h e r e f o r e  
b e  s u b j e c t  to L i t t l e  D a v i s - B a c o n  to d e t e r m i n e  w h e t h e r  t h e i r  p r o ­
j e c t  i s  s u b j e c t  t o  t h e  r e q u i r e m e n t s  o f  t h e  A c t ,  w e  r e c o m m e n d ’t o  
th e  D e p a r t m e n t  o f  L a b o r ,  b y  c o p y  o f  t h i s  l e t t e r  to C o m m i s s i o n e r  
R o b i s o n ,  t h a t  i t  a d o p t  r e g u l a t i o n s  s e t t i n g  o u t  t h e  k i n d s  of  t e s t s  
o r  f a c t o r s  w h i c h  it w i l l  a p p l y  in e n f o r c i n g  t h e  A c t .  5/ B y  
d o i n g  so, t h a t  d e p a r t m e n t  w i l l  a s s u r e  t h a t  d e s i g n a t e d  g r a n t e e s  
h a v e  n o t i c e  o f  t h e i r  p o t e n t i a l  o b l i g a t i o n s  u n d e r  L i t t l e  D a v i s -  
B a c o n  a n d  t h a t  d e t e r m i n a t i o n s  m a d e  b y  i t  a r e  u n i f o r m l y  a n d  c o n ­
s i s t e n t l y  a p p l i e d .

I f  y o u  h a y e  a n y  f u r t h e r  q u e s t i o n s  r e g a r d i n g  t h e  s c o p e  
o f  L i t t l e  D a v i s - B a c o n ,  p l e a s e  l e t  u s  k n o w .

S i n c e r e l y ,

N O R M A N  C , G O R S U C H  
A T T O R N R X j  GJENERAL

lonald W .  L o r e n s e n  
D e p u t y  A t t o r n e y  G e n e r a l

R W L :v r b

cc: J i m  R o b i s o n
C o m m i s s i o n e r  
D e p a r t m e n t  o f  L a b o r

5/  T h e  A l a s k a  S u p r e m e  C o u r t  e x p r e s s l y  a c k n o w l e d g e d  L a b o r ' s  
a u t h o r i t y ,  u n d e r  A S  3 6 . 0 5 . 0 3 0 ,  to  d e t e r m i n e  w h e t h e r  a c o n t r a c t  is 
s u b j e c t  to L i t t l e  D a v i s - B a c o n  in S i t k a  at  229. T h e  k i n d s  o f  f a c ­
to r s  w h i c h  m i g h t  b e  a p p l i e d  c o u l d  i n c l u d e ,  a m o n g  o t h e r s ,  u l t i m a t e  
o w n e r s h i p  o f  t h e  f a c i l i t y , ‘w h o  t h e  i n t e n d e d  o p e r a t o r  a n d / o r  u s e r  
w i l l  b e ,  a n d  w h o  w i l l  b e a r  t h e  c o s t s  o f  o p e r a t i n g  a n d  m a i n t a i n i n g  
t h e  f a c i l i t y .



c-i
Vjl

" 2 2 5 6  -«L TDA NOME A K  7 2  0 3 - 0 2  3 3 2 ?  • AST  

PV-S R E P  J A C K  F U L L E R

0 1 5 4
J U N E A U  AK  

DEAR J A C K :

DUE TO H AV IN G  TO P A Y  D A V I S - D A C O N  W A G E S ,  P ER FO R M A N C E  B O N D IN G  

AND A R C H IT E C T  F E E S  WE NEED A M IN IM UM  OF D L R S 7 5 , 0 3 0  TO 1 0 0 , 3 ( 3 0  

I N  A D D I T IO N A L  MONEY TO COMPLETE  THE NOME R E C E I V I N G  H O M E /G R O U P  

HOME. I F  N E C E S S A R Y ,  I . C A N  MAKE A T R I P  TO J U N E A U  W IT H  DOCU ­

M ENTAT ION  FOR THE  N EED .  P L E A S E  A T V I S E .  S I N C E R E L Y ,

D I L L  WEB5 FOR POARR  O F  D I R E C T O R S ,  NOME R E C E I V I N G  HOME 

IVAN  W W 0 1 ,  D E N I S  C A M B IO N ,  CHUCK FAGER  STRO M ,  NOREEN  D A L Y ,  

E S T H E R  (KO R I J IO  C R A F T ,  AND D A R L E N E  I  SAB E L L

R^j). J o h n ' Gb- (Jack) ’F u l l e r

z . c .  I v a n  W i d o m - ^  ^  .
J  w-:.v .

W  • • v-V^i*v-v 
i : .-I.:. •’

I * '
* * f : •>. •

. -  i i  -  a  ■ t

f I* *
“-V*

< I'i

r

F -  •

N 7 - t V ■
 ̂*» *• **r *»' ,/»•', I ' *  . . .  .

y  ^  t •<
r!> - *’“•* 1 / ;'• ’’

v- *•*/ * . -* • *v* * •

; f c > V ;lV  - V — - *

HOME 
po box cm

NOWE. ALASKA 99762 
(907)40-2966

% •. •»

WHILE IN JUI 
POUCH V 

JUNEAU. ALASKA 
(907) 46S-37 

455-37W 4t



I*
/

Bill Sheffield, Governor

»KPT. OF COMMUNITY & REGIONAL AFFAIRS POUCH B
JUNEAU. ALASKA 99811 
PHONE: 19071 465-4700OFFICE OF THE COMMISSIONER

A p r i l  15, 1983

B I L L  A N A L Y S I S

RE: H B  3 0 4

S P O N S O R :  R e p r e s e n t a t i v e  H e r r m a n n

P r o g r a m  E f f e c t s  of the Bi l l

T h i s  b i l l  w o u l d  e x e m p t  c o m m u n i t i e s  w i t h  a p o p u l a t i o n  of 50 0 0  or less 
from the p r o v i s i o n s  of AS. 36.

C o m m e n t s  •

It is the p o s i t i o n  of this D e p a r t m e n t  th a t  the p r o v i s i o n s  of AS. 36 
c u r r e n t l y  d i s c o u r a g e  l o c a l  h i r e  in r u r a l  c o m m u n i t i e s

T h e  r e q u i r e m e n t  t h a t  p r e v a i l i n g  w a g e s  be p a i d  d i s c o u r a g e s  "on the 
job t r a i n i n g "  o f  l o c a l  l a b o r  and e n c o u r a g e s  i m p o r t a t i o n  of o u t s i d e  
l a b o r .

If t h i s  b i l l  w e r e  to p a s s  w e  feel it wo u l d ,  at le a s t ,  r e m o v e  o n e  
r o a d  b l o c k  in t h e  p a t h  of i n c r e a s i n g  l o c a l  e m p l o y m e n t  t h r o u g h  s t a t e  
c o n s t r u c t i o n  g r a n t s .

M a r k  Le w i s ,  C o m m i s s i o n e r



I.

STATE OF A LASKA

FISCAL NOTE R evision Date 1983

R E Q U E S T
B i l 1 / R e s o l u t i o n  N o . :  
T i t l e :  Wage Ra t es  o n

I I .  F I S C A L  D E T A I L
HB 304 

R i b ' l i c  C o n s t r u c t i o n
S p o n s o r :  R e p r e s e n t a t i v e  Herrmann  
R e q u e s t o r :  H o u s e  L a b o r  & Commerce

E X P E N D I T U R E S / R E V E N U E S : ___ ( T h o u s a n d s  o f  Do l

A g e n c y  A f f e c t e d :  Commun i t y  & R E g i o n a l  Af f c  
P ro gr a m C a t e g o r y  A f f e c t e d :  D e v e l o p m e n t
B R U ,  P r o g r a m o f  S u b p r o g r a m ^ ) A f f e c t e d :  

L o c a l  G o v e r n m e n t  A s s i s t a n c e

O P E R A T I N G
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

"100 PE RSONAL  S E R V I C E S
200 T R A V E L
300 CO NTRACTUAL
400 C O M M O D I T I E S
500 E Q U I P M E N T
600 LAND & S T R U C T U R E S
700 G R A N T S ,  C L A I M S ,  E T C

T O T A L  O P E R A T I N G - 0 - - 0 - - 0 - - 0 - - 0 -

ars)

C A P I T A L

R E V E N U E

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

I I I .  S O U R C E  O F  FUNDS TO  O F F S E T  F I S C A L  IMPACT O F  B I L L :

G E N E R A L  FUND - 0 - - 0 - - 0 - - 0 - - 0 -
F E D E R A L  FUNDS
O T H E R  ( S p e c i f y  S o u r c e )

P O S I T I O N S :
F U L L - T I M E - 0 - - 0 - - 0 - - 0 - - 0 -
P A R T - T I M E
TEMPORARY

1

S p o n s o r  d i d  n o t  s p e c i f y .

I V .  A N A L Y S I S :  A t t a c h  a s e p a r a t e  p ag e  f o r  any A n a l y s i s

P r e p a r e d  B y :  Doug  G r i f f i n  
D i v i s i o n

A p p r o v e d  by C o m m i s s i o n e r : ____________
D e p a r t m e n t :  Co mmun i ty  & R e g i o n a l  A ' f f i i r s

D i s t r i b u t i o n :
U r i g i n a l  t o  L e g i s l a t i v e  F i n a n c e
C o p y  to  O f f i c e  o f  Man agement  a nd  B u d g e t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )
f n n u  f n  n r .rv a  r f m o n f  I ■Fnr> R n u o r n n * '  i n t r n r l u r o H   —

P h o n e : 465- 4707
D a t e : 4 / 1 5 / 8 3

D a t e : 4 / 1 5 / 8 3



-m. .viORAN DU M• \  A State of Alaska
r0 ‘ . ' oman  G o r s u c h  

A t t o r n e y  G e n e r a l  
Depr.rtP.ant  o f  Law

DATE 

FILE NO 

TELEPHONE NO

f s g u :  R i c h a r d  A .  N e v e'
/ . { C o n n s . s i  o n e r

/  / / D a j i . i r t i » n t  o f  E n v i r o n m e n t a l
*' / j C o n s e r v a t i o n

/•- |v

f'.arcli 2 ,  1 9 8 3

SUBJECT: T i  t l  e  3 6

I n  O c t o b e r  1 9 8 2 ,  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  wr o t e  an o p i n i o n  ( y o u r  f i l e  
1 6 6 - 2 6 1 - 8 3 )  s t a t i n g  t h a t  t h e  p r o v i s i o n s  o f  AS 36  ( c o n c e r n i n g  p u b l i c  c o n t r a c t  
rs-'jul  r e g e n t s ) ,  a p p l i e d  t o  a l l  p u b l i c  c o n s t r u c t i o n  p r o j e c t s .  On  November  3 ,  
1 9 8 2 ,  t h i s  D e p a r t m e n t  r e q u e s t e d  c l a r i f i c a t i o n  on  t h e  a t t e n d a n t  i s s u e  o f  
w h e t h e r  a n o n - p r o f i t  e n t i t y  i s  a p o l i t i c a l  s u b d i v i s i o n  o f  t h e  S t a t e  ( s e e  
a t t a c h m e n t )  a n d  s u b j e c t  t o  t h e .  p r o v i s i o n s  o f  T i t l e  3 6 .

Must  o f  our  V i l l a g e  S a f e  V.'ater p r o j e c t s  are  c o n s t r u c t e d  by n o n - p r o f i t  
e n t i t i e s .  Th . - se  g r o u p s  u s e  l o c a l  l a b o r  a n d  h a v e  u s e d  t h e  p r e v a i l i n g  pay 
sc l e  i n  a p a r t i c u l a r  e c . - n u i i i t y .  As you  c a n  s e e ,  i f  we are  r e q u i r e d  t o  
b u i l d  f i e i l i t i '  S u s i n g  a s t a t e w i d e  s c a l e  v e r s u s  a l o c a l  o r  a r e a - w i d e  s c a l e ,  
fa  : e r  f a c i l i t i e s  w i l l  be c o n s t r u c t e d .  I o f f e r  t h i s  o b s e r v a t i o n  o n l y  to  
p o i n t  o u t  t h e  i m p o r t a n c e  o f  r e c e i v i n g  y o u r  o p i n i o n .  I  h a v e  a l s o  a t t a c h e d  
a r e s o l u t i o n  fcy the  Y u k o n - K u s k o k wi m  D e l t a  M a y o r ' s  C o n f e r e n c e  on t h e i r  v i ew o f  
t h e  i s s u e .

G i v e n  t h e  i m p o r t a n c e  o f  t h i s  i s s u e  to our D e p a r t m e n t ' s  V i l l a g e  S a f e  V.'ater 
P r o g r a m  a n d  i t s  p o t e n t i a l  i m p a c t  on  rur a l  A l a s k a n  v i l l a g e s ,  we w o u l d  a p p r e c i a t .  
a r e s p o n s e  to  c*nr No vemb e r  B ,  1 9 8 2 ,  r e q u e s t  f o r  c l a r i f i c a t i o n  o f  t h i s

i • t* * v %«?»• ^ *11

c c :  r ’. ry  H - y d i - n
Gr.vj  Cap i t o



BRISTOL MY NATIVE ASSOCIATION

P.O. BOX 189

DILLINGHAM, ALASKA 99576 
by Executive Committee

TITLE 36, Public Contracts 
Laborers1 & Mechanics1 
Minimum Rates of Pay

Resolution No. 33 - 16

WHEREAS, village governments are employers of village residents in their own 
resDective villagto; and

WHEREAS, village governments have their own nav scales which have worked 
successfully in their own respective villages; and

WHEREAS, village funding is very limited; and

WHEREAS, villages receive State monies for village projects; and

WHEREAS, wages for these projects .̂-e mandated by Title 36; and

WHEREAS, this mandate can greatly restrict the successful completion of 
these village projects; and

WHEREAS, this mandate .further interferes with the successful completion 
of other villages projects; and

WHEREAS, this mandate also upsets the future village economy; and

WHEREAS, Representative Herrmann has introduced HB 304 which m i l  solve this 
problem with Title 36 if enacted into law bv the State Legislature.

NOW THEREFORE BE IT RESOLVED, that the Executive Committee of BBNA fully
supports the passage of HB 304 and ureges the Legislature and the 
Governor to act accordingly on HB 304.

CERTIFICATION:

I, the undersiigned secretary of said Association, do hereby certify that the 
Executive Committee is composed of ten (10) members, of whom 7 were present 
at a meeting this 19 day of April, 1983, and that the foregoing "resolution 
was adopted by the affirmative vote of 7 m embers.



NUSHAGAK ELECTRIC CO-OPERATIVE, INC.
P. 0 .  BOX 197 . D I LL I NGHAM,  ALASKA 99576 . • AREA CODE  (907) 842-5251

ALASKA;;
J a n u a r y  19, 1 9 8 3

S e n a t o r  B o b  M u l c a h y  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r :

T h e  l a s t  s e s s i o n : o f  t h e  l e g i s l a t u r e  i n c l u d e d  a l e g i s l a t i v e  
a p p r o p r i a t i o n  t o  N u s h a g a k  E l e c t r i c  C o - o p e r a t i v e  in  t h e  
a m o u n t  o f  $ 5 3 9 , 0 0 0  to  e x p a n d  t h e  D i l l i n g h a m  w a s t e  h e a t  
s y s t e m  f r o m  t h e  p o w e r  h o u s e  t o  v a r i o u s  p u b l i c  e n t i t i e s  and 
t o  p i c k  u p  c o m e  c o s t s  r e m a i n i n g  o v e r  t h e  f i r s t  p h a s e  of 
t h e  p r o j e c t .  *

F u n d s  for t h e  f i r s t  p h a s e  o f  t h e  p r o j e c t  w e r e  a d m i n i s t e r e d  
b y  t h e  A l a s k a  P o w e r  A u t h o r i t y .  H o w e v e r ,  t h e  D e p t ,  of 
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  w a s  a s s i g n e d  t h e  r e s p o n s i­
b i l i t y  f o r  a d m i n i s t e r i n g  t h e  $ 5 3 9 , 0 0 0 .

W e  h a v e  e n c o u n t e r e d  s o m e  s e r i o u s  p r o b l e m s  h o w e v e r  in g e t t i n g  
t h e s e  f u n d s  r e l e a s e d .  T h e  D e p t ,  o f  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  h a v e  r e q u e s t e d  t h a t  N u s h a g a k  E l e c t r i c  C o - o p e r a t i v e  
s i g n  a " c o n t r a c t "  b e f o r e  t h e y  w i l l  r e l e a s e  funds. N o r m a l l y  
t h e r e  w o u l d  b e  n o  p r o b l e m  h e r e  e x c e p t  t h a t  t h i s  d e p a r t m e n t  
s t a t e s  t h a t  w e  m u s t  p a y  the " p r e v a i l i n g  w a g e  r a t e s "  as d e­
f i n e d  b y  T i t l e  36 ( A l a s k a ' s  l i t t l e  D a v i s  B a c o n  Act) of t h e  
c o n t r a c t .  ’T h e  p r o b l e m  w i t h  t h e s e  w a g e  r a t e s  is t h a t  t h e y  
a r e  h i g h l y  i n f l a t i o n a r y  a n d  a r e  e s t a b l i s h e d  w i t h  t h e  p u r­
p o s e  o f  u t i l i z i n g  u n i o n  crews.. W e  h a v e  n o  u n i o n s  in 
D i l l i n g h a m ;  w e  h a d ,  in fact, p l a n n e d  on  e x t e n d i n g  t h e  w a s t e  
h e a t  s y s t e m  w i t h  o u r  o w n  p e r s o n n e l .  U n f o r t u n a t e l y ,  the 
w a g e  a n d  f r i n g e  b e n e f i t  p r o g r a m  m a n d a t e d  b y  t h e  S t a t e  w o u l d  
c o m p l e t e l y  u p s e t  o u r  o w n  w a g e  a n d  s a l a r y  p l a n  as w e l l  as 
t h o s e . . p r e s e n t l y ,u t i l i z e d  in t h e  c o m m u n i t y .

W i t h  t h i s  in m i n d  w e  a s k e d  o u r  a t t o r n e y s  t o  r e s e a r c h  t h i s  
m a t t e r  w h i c h  t h e y  d i d  i n  w r i t i n g  t o  Ms. S u e  P e r r y - P i p e r  at 
t h e  D e p t ,  of C o m m u n i t y  & R e g i o n a l  A f f a i r s  o f f i c e  i n  A n c h o r a g e .  
R e p e a t e d  c o n t a c t s  w i t h  h e r  h a v e  p r o d u c e d  v e r y  l i t t l e  in the 
w a y  o f  r e s u l t s .  S h e  s t a t e s  t h a t  h e r  h a n d s  a r e  t i e d  a n d  t h a t  
t h e  d e c i s i o n  w h e t h e r  o r  n o t  to g r a n t  N E C  a n  e x e m p t i o n  r e s t s  
w i t h  Mr. P a t r i c k  P o l a n d  w h o  is a p p a r e n t l y  s u p p o s e d  to g e t  a n  
o p i n i o n  f r o m  t h e  a t t o r n e y  g e n e r a l ' s  o f f i c e .  O u r  e f f o r t s  to 
c o n t a c t  M r .  P o l a n d  t o  d a t e  h a v e  b e e n  f r u i t l e s s .  I h a v e  b e e n

- P a g e  1 o f  2 -.



S e n a t o r  M u l c a h y  
P o u c h  V
.Juneau, A K  9 9 8 1 1 J a n u a r y  19, 1 9 8 3

a d v i s e d  t h i s  d a t e  t h a t  h e  is in J u n e a u  - I c a l l e d  J u n e a u  
a n d  h i s  o f f i c e  t h e r e  s a y s  h e  is in A n c h o r a g e .

S e n a t o r ,  I b e l i e v e  t h e r e  m a y  b e  s e v e r a l  p r o b l e m s  a s s o c i a t e d  
w i t h  t h i s  s i t u a t i o n .  F i r s t  o f  all, T i t l e  26 is p r o b a b l y  
b a d  l a w  a n d  w a s  i n i t i a t e d  p r i m a r i l y  b y  s p e c i a l  i n t e r e s t  
g r o u p s  w h o  g a v e  l i t t l e  t h o u g h t  t o  t h e  e f f e c t  it  m a y  h a v e  
o n  s m a l l  r u r a l  c o m m u n i t i e s  u n l e s s ,  of  c o u r s e ,  t h e  i n t e n t i o n  
w a s  t o  f o r c e  s m a l l  c o m m u n i t i e s  to e m p l o y  A n c h o r a g e  union, 
c o n t r a c t o r s .  S e c o n d l y ,  t h i s  p r o v i s i o n  c o m p l e t e l y  d e s t r o y s  
i n i t i t i v e  t o  e f f i c i e n t l y  p e r f o r m  t a s k s  f o r  t h e  p u b l i c  g o o d  - 
it r e d u c e s  t h e  a b i l i t y  o f  t h i s  C o - o p e r a t i v e  to c o m p l e t e  t h e  
job f o r  w h i c h  t h e  f u n d s  w e r e  i n i t i a l l y  i n t e n d e d .  T h i r d ,  
t h e  r e s p o n s i v e n e s s  o f  t h e  D e p t ,  of C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  h a s  in  m y  o p i n i o n  b e e n  l a c k i n g .

I d o n ' t  k n o w  w h a t  y o u  c a n  d o  a b o u t  m y  f i r s t  t w o  c o m p l a i n t s  
a b o v e ,  b u t  w o u l d  s u r e  a p p r e c i a t e  y o u r  e f f o r t s  in g e t t i n g  
Mr. P o l a n d  t o  c o m m u n i c a t e  w i t h  us.

H

A s  a m a t t e r  o f  i n t e r e s t ,  I a m  e n c l o s i n g  a c o p y  of o u r  
a t t o r n e y ' s  i n t e r p r e t a t i o n  of  t h e  a p p l i c a t i o n  of T i t l e  36 to 
N u s h a g a k  E l e c t r i c  C o - o p e r a t i v e .

Yo'^r c o n s i d e r a t i o n  o f  t h i s  m a t t e r  w o u l d  be d e e p l y  a p p r e c i a t e d

Y o u r s  v e r y  t r u l y ,

D F B :k a



KOLIGANEK VILLAGE CO U N CIL
KOLIGANEK, ALASKA 9 9 5 7 6  • VILLAGE TELEPHONE (9 0 7 ) 596 -8001

R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
A l a s k a  S t a t e  l e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 6 3 3  

A p r i l  21, 1 9 8 3  

D e a r  A d e l h e i d ;

T h i s  l e t t e r  is  i n  r e g a r d s  to T i t l e  # 3 6 .  K o l i g a n e k  r e q u e s t e d  base 

rcjuL»iej>ggd and r e c e i v e d  l e g i s l a t i v e  a p p r o p r i a t i o n s  b a s e d  o n  o u r  

o w n  w a g e  s c a l e .  C o m m u n i t y  &  R e g i o n a l  a f f a i r s  h a s  t h r o w n  u s  a 

c u r v e ,  b y  i n s i s t i n g  o n  a d h e r a n c e  to t i t l e  # 3 6 ,  w h i c h  w e  a r e  u n a b l e  

to c o m p l y  w i t h ,  a n d  w i l l  m a k e  i t  i m p o s s i b l e  to i m p l e m e n t  o u r  c o n­

s t r u c t i o n  p r o j e c t s .  S o m e  o f  o u r  r e a s o n s  f o r  b e i n g  o p p o s e d  to t i t l e  

# 3 6  i n c l u d e ,  out a r e  n o t  l i m i t e d  to tfre f o l l o w i n g :

1« I n  t h e  s e n s e  o f  p u b l i c  e n d  s t a t e - w i d e  f i s c a l  r e s p o n sibility 

w e  f i n d  # 3 6  i n f l a t i o n a r y .

2„ C o n s t r u c t i o n  i n  r e m o t e  l o c a t i o n s  s u c h  as K o l i g a n e k ,  i s  b y

v i r t u e  o f  i t ' s  site, m u c h  m o r e  c o s t l y  i n  f r e i g h t  a n d  a d m i n­

i s t r a t i o n .  T h e s e  c o s t s  h a v e  to b e  o f f s e t  s o m e p l a c e  o r  a 

p r o j e c t  c a n n o t  b e  i m p l e m e n t e d .

3. K o l i g a n e k ,  as o u r  r e c o r d  w i l l  p r o v e  u s  out, c a n  r e a l l y  

s t r e t c h  a  dollar, a n d  g e t  t h e  m o s t  f o r  o u r  l e g i s l a t i v e  

d o l l a r .  # 3 6  is a g o v e r m e n t  m a n d a t e  to w a s t e .

4. I s o l a t e d  s m a l l  c o m m u n i t i e s  l i k e  K o l i g a n e k ,  h a v e  a  m u c h  

s t r o n g e r  s e n s e  o f  c o m m u n i t y  r e s o n s i b i l i t y  & t o g e t h e r n e s s  

t h a n  l a r g e r  u r b a n  c o m m u n i t i e s  on t h e  r o a d  s y s t e m .  H e n c e  

w e  a r e  v a i l i n g  to w o r k  t o g e t h e r  for t h e  g o o d  o f  t h e  c o m­

m u n i t y  a s m a l l e r  w a g e s ,  i n  o r d e r  to h a v e  a  p r o j e c t  t h a t  

t h e  c o m m u n i t y  c a n  b e n i f i t  from.

5. I f  t h e  c o n t r a c t o r s  w e  a r e  f o r c e d  to s e e k  out, a r e  r e q u i r e d  

to p a y  t i t l e  #36, t h a n  t h e y  w i l l  c h o o s e  to b r i n g  i n  o u t­

s i d e  u n i o n  w o r k f o r c e s ,  t h e r e b y  c o n t i n u i n g  t h e  u n e m p l o y­

m e n t  o f  t h e  l o c a l  w o r k f o r c e ,  a n d  i n  turn, t h e  l o c a l  w o r k
I

f o r c e s  d e p e n d e n c e  o n  the S t a t e ' s  D e p a r t m e n t  o f  P u b l i c  
A s s i s t a n c e .



6. Vie i n  K o l i g a n e k  w o u l d  n o t  p r e s u m e  to m a n d a t e  w a g e  &  h o u r  

l e g i s l a t i o n  f o r  A n c h o r a g e ,  F a i r b a n k s , o r  J u n e a u ,  t h e r e­

f o r e  w e  f e e l  t h r e a t e n e d  b y  t h e  h i g h h a n d e d  w a y  i n  w h i c h  

K o l i g a i e k  i s  t o l d  i t  m u s t  s t r u c t u r e  i t ' s  p a y  sc a l e .

7. ISPi&T o f  t h e  DOT, c a n  p a y  l o w e r  w a g e s  i n  o r d e r  to h a v e  

a  l o c a l  p r o j e c t ,  t h a n  so s h o u l d  t h e  l o c a l  e n t i t y  a l s o  

b e  a b l e  to p a y  l o w e r  w a g e s  to h a v e  a  p r o j e c t .

8. l a s t  h u t  n o t  l e a s t ,  j u s t  a b o u t  e v e r y o n e  i s  c r y i n g  to c o n­

t r o l  i n f l a t i o n ,  a i d  r e d u c e  g o v e r m e n t . s p e n d i n g .  K o l i g a n e k  

i s  m o r e  t h a n  w i l l i n g  to do j u s t  t h a t ,  s h o u l d  t h e  S t a t e  

l e g i s l a t u r e  t h a n  d i c t a t e  o t h e r w i s e ?

H o p e f u l l y  y o u  w i l l  m a k e  c o p i e s  o f  this l e t t e r  and p r o v i d e  t h e m  to 

t h e  c o m m i t t e  m e m b e r s ,  o r  p o s s i b l y  e v e n  n o n - c o m m i t t e e  m e m b e r s  w h o  

m a y  h e  u n s u r d  or  o p p o s e d  to r e p e a l  o f  t i t l e  #3 6 ,  o r  o f  m o r e  f l e x­

i b i l i t y  of  it.

K e e p  u p  t h e  g o o d  w o r k ,  w e  a l l  a p p r e c i a t e  w h a t  y o u  a r e  doing,,

CT-i Yi i r  V n i l T O

C.To S e i d l
V i l l a g e  A d m i n i s t r a t o r
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. F R O M :  DOROTHY AND M A SSA  I N  D I L L I N G H A M  T O :  J U N E A U  
T A R G E T :  L J H L  S U B J :  POM M E S S A G E

• T O :  R E P R E S E N T A T I V E :  H E R R M A N N : ^ ; ? *

F R O M :  DAVE  B C U K E R ,  NUSH AGAK  E L E C T R I C ,  D I L L I N G H A M ,  A L A S K A  9 9 5 7 6  

S U B J E C T :  H B 3 0 4

V E R Y  P L E A S E D  W ITH  YOUR IN T R O D U C T IO N  OF H B 3 0 4 .  WE W I L L  B E  H A V IN G  2  BOARD OF 
. D I R E C T O R  M EM BERS  OF  N U SH AG AK  E L E C T R I C  I N  J U N E A U  N E X T  W E E K .  W E ' L L  WATCH FOR  
P R O G R E S S  AND MOVEMENT O N H B 3 0 4 .  . .

T H A N K S  FO R  YOUR F I N E  H E L P  *
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MSG 8 3 - 0 0 0 1 2 3 6 5  F 'RTY 1 *  0 4 / 2 6 / 8 3  1 6 : 4 9 : 0 8  O R I G :  L IO O  I N =  0 0 0 6  O U T -  a n .
FRO M :  ANNA MAY ,  D I L L I N G H A M  • T O :  J U N E A U  IN F O R M A T IO N
T A R G E T :  L J H L  S U B J :  POM . .

T O :  R E P R E S E N T A T I V E  AD ELH E ID / lH ER RM AN N
SEN ATO R  JO H N  S A C K E T T  —
ROUGH V ,  J U N E A U ,  A LA S K A  9 9 8 1 1

F R O M :  C I T Y  OF C L A R K S ’ P O I N T ,  J J L A R K S  P O IN T . ,  A L A S K A  9 9 5 6 9

S U B J E C T :  HB 3 0 4  AND S S S B  1 7 2

WE ARE IN F U L L  S U P P O R T  OF H B 3 0 4 ,  “ THE L I T T L E  D A V I S  BACON A C T “
W E 'A L S O  F U L L Y  SU P P O R T  S E N A T O R  S A C K E T T S  B I L L ,  S S S B 1 7 2 ,  AND WE HOPE T H A T  
THEY W I L L  GET  T H E S E  K I L L S  P A S S E D . rHAT

POM S E N T  BY ANNA MAY- S O R E N S E N ,  D I L L IN G H A M  L 1 0
OMNI NO .  1 2 3 6 5 ,  *



" S T A T E M E N T  O P  A L A S K A  N A T I V E  B R O T H E R H O O D , R O B E R T  W I L L A R D ,  E X E C U T I V E  V I C E  
P R E S I D E N T ,  RE: T I T L E  36 - A L A S K A  S T A T U T E S .

T h e  A l a s k a  L e g i s l a t u r e  h a s  b e f o r e  i t  S e n a t e  B i l l  No. 1 7 2  a n d  

H o u s e  B i l l  N o .  378, "An A c t  r e l a t i n g  t o  w a g e  r a t e s  o n  p u b l i c  c o n s t r u c t i o n , " 

o r  t h e  s o - c a l l e d  " L i t t l e  D a v i s - B a c o n  A c t . "

T h e  A l a s k a  N a t i v e  B r o t h e r h o o d  is t h e  r e c i p i e n t  of  a S t a t e  *\ 

a p p r o p r i a t i o n  in t h e  a m o u n t  of o n e  m i l l i o n  d o l l a r s  ($1 M i l l i o n )  to 

c o n s t r u c t  a J u n e a u  P i l o t  P r o j e c t  - C o m m u n i t y  B u i l d i n g .  U p o n  n o t i f i c a t i o n  

t h a t  t h e  G o v e r n o r  w o u l d  s i g n  t h e  a p p r o p r i a t i o n  m e a s u r e  i n t o  law, t h e  

A N B  i m m e d i a t e l y  p r o c e e d e d  w i t h  d e v e l o p m e n t  p l a n n i n g .  In t h i s  p r o c e s s  

e n c o u n t e r  c a m e  to  T i t l e  36 of t h e  A l a s k a  S t a t u t e s  n a m e l y  t h e  L i t t l e  

D a v i s - B a c o n  Act. ( h e r e i n a f t e r  D a v i s - B a c o n ) .

I f  t h e  A N B  P r o j e c t  w e r e  t o  f a l l  u n d e r  t h e  i n t e r p o l a t i o n  a n d  

a p p l i c a t i o n  o f  D a v i s - B a c o n ,  i t  g o e s  w i t h o u t  q u e s t i o n  t h a t  t h e  c o s t s  

w o u l d  i n c r e a s e  b y  25 - 30%. A  v a l u e  e n g i n e e r i n g  r e p o r t  b y  q u a l i f i e d  

c o n s u l t a n t s  h a v e  c o n f i r m e d  t h i s  r e a l i t y .

I n  o u r  o p i n i o n ,  a n d  t h a t  o f  o u r  c o n s u l t a n t s ,  if s t r i c t  

a p p l i c a t i o n  c f  D a v i s - B a c o n  h a d  b e e n  a p p l i e d ,  t h i s  p r o j e c t  w o u l d  n o t  h a v e  

b e e n  feasible, b e c a u s e  o f  t h e  e s c a l a t e d  c o s t s .

I t  s h o u l d  b e  m a d e  c l e a r  t h a t  t h e  A l a s k a  N a t i v e  B r o t h e r h o o d ,  

o r  i t s  a f f i l i a t e s ,  is  n o t  o p p o s e d  t o  u n i o n s  —  o r  o r g a n i z e d  la b o r .

T h e r e  a r e  s o m e  u n i o n  o r  c o n t r a c t o r  p r a c t i c e s  w h i c h  w e  a r e  n o t  in  t o t a l  

a g r e e m e n t ,  b u t  in t h e  o v e r a l l  s e n s e  , the A N B  is n o t  n e c e s s a r i l y  

a v e r s e  t o  u n i o n s .

U p o n  r e f l e c t i o n  o f  t h e  A N B  p r o j e c t ,  a n d  t h a t  of s o m e  p r o j e c t s  

w h i c h  h a v e  b e e n  a d m i n i s t e r e d  b y  t h e  T l i n g i t  a n d  H a i d a  R e g i o n a l  H o u s i n g  

A u t h o r i t y  o v e r  t h e  p a s t  t e n  y e a r s ,  i t  c a n  b e  s h o w n  t h a t  f u l l  a p p l i c a t i o n  

o f  t h e  L i t t l e  D a v i s - B a c o n  A c t  r e s u l t e d  in i n c r e a s e d  c o n s t r u c t i o n  c o s t s



a n d  c r e a t e d  a r t i f i c i a l  c o s t s  o f  l a b o r ,  t h u s  d e c r e a s i n g  t h e  n u m b e r  of 

h o u s i n g  u n i t s  t h a t  c o u l d  h a v e  b e e n  b u i l t .  T l i n g i t  a n d  H a i d a  

a d m i n i s t r a t o r s  e s t i m a t e  t h a t  b y  v i r t u e  o f  f u l l  a p p l i c a t i o n  o f  t h e  

D a v i s - B a c o n  A c t  23 - 27% m o r e  h o u s i n g  u n i t s  c o u l d  h a v e  b e e n  b u i l t .

T h a t  e q u i v a l a t e s  t o  a p p r o x i m a t e l y  o n e  h u n d r e d  a n d  f i f t y  (150) m o r e  

f a m i l i e s  t h a t  c o u l d  h a v e  h a d  h o m e s .  T h e  i m p o s i t i o n  o f  D a v i s - B a c o n  

i n t e r p o l a t e d  a n d  a p p l i e d  t o  t h e  r u r a l  a r e a s  h a v e  r e s u l t e d  i n  t h e  

c r e a t i o n  o f  a r t i f i c i a l  c o s t s  o f  labor.

I t  i s  n o t  t h e  i n t e n t  of  t h e  A N B  t o  m o v e  t o w a r d s  t h e  m i n i m u m  

w a ge. I t  is o u r  c o n c e r n  t h a t  t h e  " p r e v a i l i n g  w a g e "  a s  s e t  b y  t h e  

D e p a r t m e n t  o f  L a b o r  i n  t h e  p o p u l a t e d  a r e a s  a n d ,  as  a p p l i e d  t o  t h e  

a d j a c e n t  r u r a l  p r o x i m i t y  o f  t h a t  u r b a n  c e n t e r  m a y  n o t  b e  r e f l e c t i v e  

o f  t h e  f a i r  m a r k e t  v a l u e  o f  l a b o r  a n d  s k i l l e d  s e r v i c e s  in t h e  b r o a d  

• s p e c t r u m  of. e n t e r p r i s e  in A l a s k a .

M o r e o v e r ,  t h i s  r e a l i t y  m a y  b e  i n f l u e n c e d  b y  s p e c i a l  i n t e r e s t  

g r o u p s  s u c h  a s  u n i o n s  a n d / o r  o r g a n i z e d  g e n e r a l  c o n t r a c t o  . ^ n d  

a r t i f i c i a l  i n f l u e n c e s  s u c h  a s  l a b o r - r e l a t e d  r e q u i r e m e n t s  i m p o s e d  b y  

t h i s  l e g i s l a t i o n .

T h e  A l a s k a  N a t i v e  B r o t h e r h o o d ,  a n d  i t s  a f f i l i a t e s ,  u r g e  

p a s s a g e  o f  S e n a t e  B i l l  172 a n d  H o u s e  B i l l  3 7 8  t h e r e b y  r e p e a l i n g  

A l a s k a  S t a t u t e s  36. 0 5 .

P a g e  2

S i g n e d :

E x e c u t i v e  V i c e  P r e s i d e n t  
A l a s k a  N a t i v e  B r o t h e r h o o d  
318 W. W i l l o u g h b y  A v e n u e  
J u n e a u ,  A l a s k a  9 9 8 0 1

BUS: (907) 5 8 6 - 2 0 4 9
5 8 6 - 3 3 0 1



J IM  D .  C L A R K  
M a y o r

b o x  1 8 9  •  n a k n e k , A l a s k a  9 9 6 3 3  

April 25, 1983

Representative Adelheid Herrmann 

House of Representatives 
Pouch V

Juneau, Alaska 99811

Dear Representative Herrmann:

I support House Bill 304 exempting communities with a population 
of less than 5,000 from the Davis-Bacon Act.

Small communities with limited financial resources find it 

difficult to compete in the labor market, and the wa g e  scales in 

some cases are much higher than the prevailing scale of the small 
communities.

Jim D. Clark 

Mayor

bjt

T E L E P H O N E  
(9 0 7 ) 2 4 6 -4 2 2 4
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April 28,1983

Representative Walt Furnace, Chairman 

House Labor and Management Committee 

Pouch V

Juneau, Ak 99811

Dear Representative Furnace:

It has come to our attention that the House Labor and Management 

Committee vill be holding a public hearing next Monday on House 

Bill 304 which deals with wage rates for publicly funded construction 

projects. We are not on the teleconference network, and so will 

not be able to testify at that time. However, we are interested 

in the bill, and wish to indicate support for it.

|i AS 36.05 as presently written is a problem for us. We usually

administer directly, relatively small projects, but they are 

over the $2,000 now exempted by statute. These projects are not 

usually of the scope to be attractive to outside bidders, because 

they are under $100,000 in value. When the cost of the project 

goes over that amount it goes ouo to bid and an outside contractor 

builds the project. The contractor brings his own crew with him so 

that he can get the job done in the shortest possible time and at 

i the lowest possible cost to him. This takes the local labor force

out of the running for the construction jobs. As you well know,

. unemployment in rural Alaska is very high, and employment on these 

projects would help to alleviate the problem.

S The money that is made on the projects, through the ordering of

materials and wages paid, goes out of the communtiy which generated 

it, except for the money paid locally for crew room and board. 

Sometimes the contractors bring in trailers for the crew, and the 

community does not even get that income.

U  We bring this up because the argument is often made that capital

improvement projects in rural areas stimulate the local employment 

picture.
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Representative Furnace 

April 28,1983

On projects between $2,000 and $100,000 which we carry out ourselves, 

AS 36.05 requirements often make it n e cessary for us to scale back 

the scope of the project because of the high costs. These projects 

are construction of relatively small, under 1000 square foot, 

buildings, or renovation of existing facilities.. There is no local 

lumber yard so freight costs have to be added to all materials costs.

We have a city salary schedule which was adopted by the City Council. 

This schedule is considerably lower than the little Davis-Bacon wage 

scale, but reflects what the leaders of the community.feel is adequate 

compensation for w o r k  done, and is commensurate with what people can 

earn w o r king for fish processors, the only other possible employer.

When we have to add freight costs for materials and Davis-Bacon wage 

provisions to the cost of a project, we find that we have to reduce

the number of people we can hire, and cut back in as many other ways

as we can think of, to stay within our budget.

Local people are often willing to work for less than Davis-Bacon 

for several reasons. It beats not working at all, and they are 

willing to make a contribution to the community welfare in reduced 

compensation, but they do not feel they can volunteer outright. They 

also kno w  that the city is able to spread the money available for 

wages more widely through the community. Helping each other out is

still important to the people of Akutan.

We used to think that Davis-Bacon and the little Davis-Bacon Acts 

would be helpful to us, but as projects have beun carried out under 

these acts, costs of projects have escalated and village people, once 

again, ahve been left out of the process.

We support.passage of HB 304. We appreciate your consideration of 

these views on the issue.

cc: Mayor Jacob Stepetin

Representative Adelheid Herrmann 

Senator Bob Mulcahy

Members of the House Labor and Management Committee



B R I S T O L  B A Y  A R E A  H E A L T H  C O R P O R A T I O N

P.O. B o x  1 0 2 3 5  

D I L L I N G H A M ,  A L A S K A  9 9 5 7 6

P H O N E :  (9 0 7 )  842~5201

April 28, 1983

Representative Adelheid Herrmann 
Pouch V
House of Representatives 
Juneau, AK 99811

Deaf' Representative Herrmann:

Bristol Bay Area Health Corporation in the steps of Bristol Bay Native 
Association supports the passage of HB 304 as it relates to Title 36, 
Public Contracts, Laborers’ and Mechanics’ rates of pay.

Thank you

Sincerely,

Robert J. Clark 
Executive Director

RJC:ksm



"HISTORICAL OVERVIEW OF THE DAVIS-BACON AND RELATED ACTS"

T he  D a v i s - B a c o n  Act i s  one  of  the  o l d e s t  Ame r i c a n  l a b o r  laws and  
was the f i r s t  f e d e r a l  law e n a c t e d  to  r e g u l a t e  the wages of  n o n - q o v o r n n e n t  
wo r k e r s .  L i k e  most e a r l y  f e d e r a l  l a b o r  l a w s ,  t h e  Act  was p r e c e d e d  b y  v a r i o u s  
S t a t e  s t a t u t e s .  K a n s a s ,  f o r  e x a m o l e ,  had  e n a c t e d  t h e  f i r s t  p r e v a i l i n g  wage 
law fo r  s t a t e  c o n s t r u c t i o n  p r o j e c t s  i n  1 8 9 8 .  F e d e r a l  c o n g r e s s i o n a l  h e a r i n g s  
were h e l d  as e a r l y  as 1 3 9 8  a l t h o u g h  l e g i s l a t i o n  d i d  not r e s u l t  u n t i l  1 9 3 1 .  
T o d a y ,  a l l  b u t  10 s t a t e s  have  e n a c t e d  p r e v a i l i n g  wage laws g o v e r n i n g  
s t a t e  c o n s t r u c t i o n  p r o j e c t -. .

The  p r i n c i p a l  i m p e t u s  f o r  gover nme n t  r e g u l a t i o n  of  wages f o r  workers 
e mp l o ye d  on p u b l i c  c o n s t r u c t i o n  p r o j e c t s  was the  e c o n o m i c  a n d  s o c i a l  c o n d i t i o n s  
o f  the 1 9 3 0 ' s .  O u r i n g  t h e  D e p r e s s i o n ,  the  n a t i o n a l  c o n s c i e n c e  was a r o u s e d  hy 
the e f f e c t  o f  w i d e s p r e a d  u ne mp l o yme n t  on t h e  wages o f  wo r k e r s .  W h i l e  t h e  
c o m p e t i t i o n  f o r  l i m i t e d  markets  f o rc ed  e m p l o y e r s  to  cut l a b o r  c o s t s ,  t h e  s c a r ­
c i t y  o f  work c r e a t e d  an o v e r s u p p l y  o f  l a b o r  t h a t  r e s u l t e d  i n  l ow wage r a t e s .
The a b s e n c e  o f  j o b  o p p o r t u n i t i e s  f u r t h e r  i n c r e a s e d  p u b l i c  r e l i a n c e  u p o n  f e d e r a l  
c o n s t r u c t i o n  as a so ur ce  cf  e mp l o yme nt  a t  a t i m e  when the  f e d e r a l  g ov e r n me n t  
was r e q u i r e d  to  award i t s  c o n t r a c t s  to the  l o we s t  b i d d e r .  T h i s  r e q u i r e m e n t  
p r e v e n t e d  f e d e r a l  c o n t r a c t i n g  a g e n c i e s  from d i c t a t i n g  t h a t  s u c c e s s f u l  b i d d e r s  
pay t h e i r  e m p l o y e e s  wages c o n p a r a b l e  to t h o s e  p a i d  f o r  s i m i l a r  l a b o r  i n  p r i v a t e  
i n d u s t r y  i n  t h e  same area as the  gover nme n t  p r o j e c t s  und er  c o n s t r u c t i o n .  Some 
s u c c e s s f u l  b i d d e r s  took a d v a n t a g e  )f t h i s  s i t u a t i o n  by " s e l f i s h l y  i m p o r t i n g ]  
l a b o r  from d i s t a n t  l o c a l i t i e s  a n d . . . e x p l o i  t [ i  n g ]  t h i s  l a b o r  a t  wages far 
be l o w l o c a l  wage r a t e s . "  L o c a l  workmen were u n a b l e  to c o mp o t e  w i t h  m i g r a t o r y  
l a b o r e r s ,  a n d  q u a l i f i e d  l o c a l  c o n t r a c t o r s  f o u n d  i t  i m p o s s i b l e  to compet e  wi t n  
o u t s i d e  c o n t r a c t o r s  who based  t h e i r  e s t i m a t e s  for  l a b o r  c o s t s  u p o n  the l ow 
wages p a i d  to i mp o r t e d  l a b o r e r s .

Th e  D a v i s - Q a c o n  A c t ,  e n a c t e d  on H a r d )  3 ,  1 9 3 1 ,  was d e s i g n e d  t o  
c u r t a i l  su ch  u n s c r u p u l o u s  p r a c t i c e s  among g o v e r n me n t  c o n t r a c t o r s  d u r i n g  a 
d ec a d e  i n  wh i c h  p u b l i c  works were on an u p s wi n g  and e c o n o m i s t s  and p o l i t i c i a n s  
were p a r t i c u l a r l y  wary o f  d e p r e s s e d  l a b o r  m a r k e t s .  The  Act was a l s o  d e s i g n e d  
to p r o h i b i t  wage d i  f fe rent  i al  s from b e c o m i n g  a m a j o r  c o m p e t i t i v e  a d v a n t a g e  
i n  b i d d i n g  on gover nme n t  c o n s t r u c t i o n  c o n t r a c t s ,  t h e r e b y  i n s u r i n g  t h a t  the  
e c o n o mi c  power o f  g o v e r n m e n t  as an e m p l o y e r  w o u l d  not  c o n t r i b u t e  to a f u r t h e r  
d e p r e s s i o n  o f  l o c a l  m a r k e t s .  To a c c o m p l i s h  t h e s e  g o a l s ,  the  f e d e r a l  Act r e ­
q u i r e d  gover nme n t  c o n t r a c t o r s  to p ay  t h e i r  " l a b o r e r s  and m e c h a n i c s "  t<e  p r e ­
v a i l i n g  p r i v a t e  i n d u s t r y  wage r a t e s .

T he  c o m p u l s o r y  n a t u r e  o f  tne A c t ' s  p r e v a i l i n g  wage r at e  p r o v i s i o n  
was e m p h a s i z e d  t h r o u g h o u t  the 1931  c o n g r e s s i o n a l  d e b a t e s  i n  D a v i s - B a c o n  
L e g i s l a t i o n .  B e c a u s e  the Act ma n d a t e d  t h a t  u n d e r  a l l  c o v e r e d  c o n t r a c t s  the 
c o n t r a c t o r  pay the  p r e v a i l i n g  wage r a t e ,  the o n l y  v a r i a b l e  was the exact  r at e  
to he p a i d .  I n the  event  of a d i s p u t e  c o n c e r n i n g  the  a p p l i c a b l e  wage r a t e ,  
t h e  g overnment  c o n t r a c t i n g  o f f i c e r  was to a t t e m p t  to a d j u s t  the  r at e  i n  a c c o r ­
dance w i t h  the c h a r a c t e r  o f  the work per f o rme d  and t h e  l o c a l i t y  i n  wh i c h  i t  
was p e r f o r m e d .  I f  the c o n t r a c t i n g  o f f i c e r  c o u l d  n o t  r e s o l v e  the  d i s p u t e ,  the 
mat t er  was t h e n  to be r ef e r r e d  to  the S e c r e t a r y  o f  L a b o r  f o r  a c o n c l u s i v e  
d e t e n n i n a t  i o n .



I n  the 50 years s i n c e  the e n a c t me n t  of the f e d e r a l  O a v i s - i i a c o n  
A c t ,  a s e r i e s  of e x e c u t i v e  o r d e r s  a n d  c o n g r e s s i o n a l  amendments h a v e  q o n e r a l l y  
B r o a d e n e d  i t s  scope and s treng  t lie nod i t s  i m p a c t .  A d d i t i o n a l l y ,  more t h a n  R0 
o t h e r  f e d e r a l  laws r e l a t i n g  to  p r e v a i l i n g  wages have  b een  p a sse d  d u r i n g  t h i s  
p e r i o d ,  c o v e r i n g  a w i d e  range of f e d e r a l  p r o j e c t s  and a c t i v i t i e s .  The  a m e n d ­
ments  to t h e  D a v i s f i a c o n  Act as we l l  as t h e  var i - aty  of f e d e r a l  l e g i s l a t i o n  r e ­
q u i r i n g  p r e v a i l i n g  v/ages to he p a i d  s e r v e  to i n d i c a t e  t h e  c o n t i n u i n g  c o n c e r n  
o f  C o n g r e s s  to  p r e s e r v e  p r e v a i l i n g  wage s t a n d a r d s  for g o v e r n me n t  c o n t r a c t  
work.

In A l a s k a ,  l e g i s l a t i o n  r e q u i r i n g  t h e  yment  o f  p r e v a i l i n g  wages on 
p u b l i c  c o n s t r u c t i o n  work l ias a l s o  b een  i n  e f f e c t  s i n c e  1 9 3 1 .  The  o r i g i n a l  
A l aska D r a v a i l i n g  wage laws were p a s s e d  by the t e r r i t o r i a l  l e g i s l a t u r e  on  an 
emerg en c y b a s i  s ,  p r e s u i n a b ' y  i n  d i r e c t  r e s p o n s e  to the  p a s s a g e  of  the  f e d e r a l  
D a v i s - 3 a c o n  Act b y  the  U . S .  C o n g r e s s  two months e a r l i e r .  Tho  A l a ska  v e r s i o n  
.v=s i n t r o d u c e d  as S e n a t e  l l i  I I  59 by  S e n a t o r  Lomen of  Home a n d  was s w i f t l y  
e n a c t e d  i n t o  law e f f e c t i v e  A p r i l  2 9 ,  1931  ( SLA 1 9 3 1 ,  c h .  5 9 ) .  U n f o r t u n a t e l y  
cher ?  app e a rs  to be n o  w r i t t e n  r e c o r d  or a n y  l e g i s l a t i v e  d e b a t e  o r  c o m m i t t e e  
h e a r i n g s  on the p r o p o s e d  A l aska  l e g i s l a t i o n .  The  p r e v a i l i n g  wage p r o v i s i o n s  
were l a t e r  i n c l u d e d  i n  t h e  1 9 3 3  an d  19-19 c o m p i l a t i o n s  o f  A l a s k a  law a n d ,  u p o n  
s t a t e h o o d ,  were c a r r i e d  o v e r  i n t o  s t a t e  law and  a r e  now c o d i f i e d  a t  
AS 3 5 . 0 5 . 0 1 0 - .  1 1 0 .  I n t h e  years  s i n c e  the e n a c t m e n t  of  the  o r i g i n a l  p r e ­
v a i l i n g  wage laws i n  A l a s k a  t h er e  I n v e  b o o n  p e r i o d i c  amendments  ‘wh i ch  f u r t h e r  
d e f i n e  the sc op e  of  t h e  L i t t l e  Da v i  . - B a c o n  Act a n d  e s t a b l i s h  e n f o r c e m e n t  p r o ­
c e d u r e s ,  l a r g e l y  i n  r e s p o n s e  to s i m i l a r  c han g es  i n  f e d e r a l  law.

In a d d i t i o n  to the l e g i s l a t i v e  h i s t o r y ,  b o t h  f e d e r a l  a n d  A l a s k a  
c o u r t s  have had o c c a s i o n  to i n t e r p r e t  the b a s i c  p u r p o s e s  and p o l i c i e s  u n d e r ­
l y i n g  p r e v a i l i n g  wage l e g i s l a t i o n .  In a l e a d i n g  f e d e r a l  c a s e ,  the  U . S .  Supreme 
Co ur t  r e c o g n i z e d  t h e  i m p o r t a n t  wage p r o t e c t i o n  p u r p o s e  of  the D a v i s - B a c o n  A c t :  
"The l a n g u a g e  of  the  Act a n d  i t s  l e g i s l a t i v e  h i s t u r y  p l a i n l y  show t h a t  i t  was 
not e n a c t e d  to  b e n e f i t  c o n t r a c t o r s  , hu t  r a t h e r  to p r o t e c t  t h e i r  e m p l o y e e s  f r o i  
s u b s t a n d a r d  e a r n i n g s  by f i x i n g  a f l o o r  u n d e r  wages o n  Gove r nme nt  p r o j e c t s . "
9 . 5 .  v .  f l i n g hamt o n  C o n s t r u c t i on C o . , 3 1 /  U . S .  1 7 1 , 1/ 7 ( 1 9 5 3 ) .  The A l a s k a  
Supreme Co u r t  has q u o t e d  t h i s  l a n g u a g e  i n  a t  l e a s t  two s e p a r a t e  cases i n v o l v i n g  
A l a s k a ' s  L i t t l e  D a v i s - B a c o n  A c t ,  n o t i n g  t h a t  the Al aska s t a t u t o r y  scheme i s  
c l o s e l y  p a t t e r n e d  a f t e r  the f e d e r a l  A c t .  C i t y  and B o r o u g h  o f S i tka v .  C o n ­
s t r u c t i o n  and  G e n e r a l L a b o r e r s  L o c a l  9 1 2 ,  5 1 1  I ' . 2d 227 , 2 3 1 - 3 3  ( A l a s k a  1932  77 
f o w l e r  v .  C i t y  o f  A n c h o r a g e-, 5.33" l}. 2 d  3 1 7 ,  3 . 2 1 - 22  ( A l a s k a  1 9 7 3 ) .  I n  r e v i e w ­
i n g  t h e  p o l i c i e s  u n d e r l y i n g  the  L i t t l e  D a v i s  B a c o n  A c t ,  the  A l a ska  Supreme 
C o u r t  has f u r t h e r  s t a t e d :  "The f u n d a m e n t a l  p u r p o s e  o f  L i t t l e  D a v i s - B a c o n  i s
to a s s u r e  t h a t  ^mjoln^ees^ e n g a g e d  i n  p u b l i c  c o n s t r u c t i o n  r e c e i v e  at  l e a s t  the 
p r e v a i l i n g  wage.  The f o c u s  o f  the  A c t ,  q u i t e  c l e a r l y ,  i s  to the  b e n e f i t  o f
t h -  e o p l o v e e s  , n ot  ti le c o n t r a c t  inq T T r T n a o a i s . "  u t y  a n d  i f T l n T g J w T T H T T  

:n ■] ■] 5' «11 !!■■ :»f '■ .'PJPN111, IW"?*"f ►, TT 11,.!s u pr a  , a t T r o . i i  I n o T f T T n f f c w r l T l T f f '■ T ! C T t s , " I i T " S T O T T T T l T T r T o r T ' t h e
■ ? — ;  \  — — « . . . n  I i l . m i l  '  ..........   I I I I I I  I I I i n n i n O T . i l . . i . i „ L , „ , i , L , .f e d e r a l  and s t a t e  prevn  H  n i g  wage laws nave as t h u i r  p r i m a r y  T n T c T T v e T T
p r o t e c t i o n  o l  l o c a l  wo r k e  - s  o n •i o v e r  nme n t p r  o j  e c t  -I ":'j" 7 " iT T ff)" l' T T H  -? 1
m i n t  n j i . r T T T ^  n g '2 c .oM a  i k ? T T T  V ' rji.V^  v''.ri T T l iu ' jT V r"T J w T "■  T "w 11'ITTT" T*!7.‘ "1

t l ie I egi slat: vo h i s l o  r y a nd .) u. i  i ci ii I l nle rpre r.a tToTTTI_______  lie rpre r.TTTOT'TOiTovTTO'TO

wag? l e g i s l a t i o n  s t r o n g l y  s u g g e s t  t h a t  t l i i s  p r i ma r y  o b j e c t i v e  is as f u n d a men t a l  
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, Onejof the m o s t  Calculated angi ^ -

.cynical a r g u m e n t s  which opponents • „ .

h a v e  lei/eledi'against the Davis-Bacon >
Act is.thet it hinders mTnority employ- ' 4 * 

me.nt opportumtids.iThe fact is,that the «■ 
pavis:,Bacon Act poses no barrier to 

minorgies; either to those who, have \ 
already; achieved o u r n e y m e n ; status,or; ; 

to thope seeking.training in construction 

sKiilsr T h e  D a v i s - B a c o n  A c t  h a s i a n  e f -a// g o o d .  ~ #;J
/..Uniqn-busters w h o  .try to cbnyirtce ' J; '« •/: i 

blacks, hispanics, w o m e n  and others- il - 

that w a g e  cutting .means m o r e  work f o r , Y*. 

t h e m  are liars. A n d  theif record proves.

‘ ■;f ■y y / / :y : / :7  ^ / ■ T ' - ' - i ' f

t h at rpi rud ri t p^rt i c j pat i b n /{n n i on prc}-

Si
rate in nonunion programs. In 1.978? :21.. 
perce'nt.of all apprentices, in |‘nT6h prq-. 
g r a m s  were minority workers,.as corrt-/ v

pbred to o;nly 11.7. percent minbrity par- 

ticipatio.n,in .nonunion programs. Union 

. sppnspred p r o g r a m s  accbunt' for m d r e  . \ 
than 90 percent.of ali minority graduates’; 
from registered apprenticeship programs' 

‘Th e  simple ijacT is that, throughout the 

.•.suti.es and s&venties minorities have, 

.successfully sbucjht entry jr to^the Con* 
.-aruction industry, for ode.re asbh*-rthe 

propiise of.a fair standard of living and . < 
skilled, productive work. The major irn̂ -:

arti ci pat j o n . 

jn construction industry trajning pro// 
g r a m s  wilI be fully realized/ n fhe 1,910’s.
: It’s ironic that trieYAssodi atefl-.Builders 
and Contractors, the U.S. 'Chamber c f ;»'Y 

C o m m e r c e ,  and.thd rest qf| he.far-bdr:., 

rig'Bt-w.ihg c r o w d  are trying/ b  make.i /T. 

minority workers the. patsieb for a round;
;oLvicious w a g e  cutt ing/at i•; time w h e n  

thpy are just entering the biiiiding/trades 

in significantTiunribers., ffij f{$k| f



O p p o n e n t s  of prevailing w a g e  laws like to claim that their calls for repeal are partial­

ly motivated by a desire to help minorities, but leaders of w o m e n ’s and minority 

organizations feel very differently about this issue:

.. For years w e  have had to contend with the situation in which a Navajo carpenter 

working side by side with a non-Navajo carpenter received substantially less w a g e s  

for the s a m e  work. Davis-Bacon prevents that from happening on federally-funded 

projects.”
T h e  Navajo Nation

(Statement of Tribal
C h a i r m a n  Peter MacDonald)

“W o m e n  are beginning to gain entry into the construction trades in ever increasing 

numbers. M a n y  of these w o m e n  are n o w  the principal breadwinners in their families. 

A s  w o m e n  learn the skils which in the past have entitled m e n  to decent wages, it 

would be inexcusable if legislation such as the Davis-Bacon Act w a s  w e a k e n e d .”
Mildred Jeffrey

National W o m e n ’s Political

C a u c u s

" W h e r e a s  the Davis-Bacon Act protects construction workers from exploitation by re­

quiring that prevailing w a g e s  be paid to e m p l o y e e s  working o n  federally financed 

construction projects; and 
Whereas, through the efforts of the N A A C P ,  the labor m o v e m e n t  and other in­

terested parties, blacks are at long last gaining e m p l o y m e n t  in the construction 

trades;...

B e  it resolved that the N A A C P  go e s  on record against any effort to repeal the Act 

and d e n y  workers in the construction industry a fair w a g e .”
National Association for the 

A d v a n c e m e n t  of Colored People 

(Resolution of 70th Annual 

Convention)

" W e  understand that a bill has been introduced to repeal the Davis-Bacon Act. A s  a 
m e m b e r  of a c o m m u n i t y  that has long suffered the injustices and inequities of low 

w a g e s  ... w e  urge you and appeal to you that you m a y  work to defeat this attempt.”
Mexican-American Unity Council
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F I C T I O N :  D a  A s - B c i c o n  

f o r c e s  construction costs u p  

b y  setting prevailing w a g e s  

at top u n i o n  rates.

F A C T :  A b o u t  half the time, 

the U.S. Department of Labor 

sets prevailing w a g e  rates at 

non-union levels. Moreover, a 

1978 study by the M a s s a c h u­

setts Institute of Technology 

and the National Association 

of Homebuilders points out 

that higher w a g e s  result in 

higher productivity rates.

F I C T I O N :  R e p e a l  o f  D a v i s -  

B a c o n  will s a v e  t a x p a y e r s  

m o n e y .

F A C T :  A  major reason for 

passage of the Davis-Bacon 

Act w a s  to save taxpayers 

from the huge waste of funds 

caused by contractors w h o  

m a d e  low bids in the expecta­

tion that they could m a n i p u­

late wages. These contractors 

were doing such shoddy work, 

and so m a n y  of th e m  were 

failing to fulfill contract 

terms, that federal agencies 

had to g o  to a great deal of 

extra expense to finish the 

jobs.



F I C T I O N :  A p p l i c a t i o n  o f  

preva i l i n g  w a g e  rates u n d e r  

D a v i s - B a c o n  is inflationary.

F A C T :  T h e  President’s 

Council on W a g e  and Price 

Stability found, in a recent 

study, that the Labor Depart­

m e n t’s w a g e  determinations 

are usually a little below the 

collectively bargained w a g e  

rates in the area. G o v e r n m e n t  

figures s h o w  that, for several 

years, construction industry 

productivity has been rising 

faster than all-industry produc­

tivity while construction in­

dustry w a g e  increases have 

been lower than, all-industry 

w a g e  increases.

F I C T I O N :  U s e  o f  u n i o n  w a g e  

rates u n d e r  D a v i s - B a c o n  re­

tards the entry o f  minorities 

into construction trades.

F A C T :  Union-sponsored ap­

prentice programs included 

m o r e  than twice as m a n y  

minority participants as n o n­

union programs. Moreover, 

the union-busters want to 

undercut construction w a g e  

standards at the very time that 

minority m e m b e r s  are begin­

ning to enter the skilled con­

struction trades in increasing 

numbers.

F I C T I O N :  T h e  D e p a r t m e n t  o f  

L a b o r  sets artificially h i g h  

w a g e  rates o n  D a v i s - B a c o n  

projects, u s i n g  h i g h  u n i o n  

rates in p l a c e s  w h e r e  m o s t  

construction is d o n e  b y  n o n ­

u n i o n  labor.

F A C T :  W a g e  rates are set by 

reference to those paid on 

similar projects in the g e o­

graphic area 

concerned.

A b o u t  half 

the time, 

non-union 

rates

F I C T I O N :  D a v i s - B a c o n  

r e c o r d - k e e p i n g  r e q u i r e m e n t s  

a d d  to the cost o f  p u b l i c  

w o r k s .

F A C T :  Records required by 

contractors on Davis-Bacon 

projects are almost all things 

that a contractor would do 

anyway. Keeping payroll rec­

ords, for instance, is a normal 

go o d  business practice.
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Bacon requires payment of union 
wage rates only in highly unionized 
areas, where these are the wages 
which actually prevail. In areas where 
open shop construction predomi-

“THe
Davis-Bacon 
acT is noT 

inFLanonarY”
nates, the Davis-Bacon rates will be 
based on the wage rates paid by non­
union employers.

In fact, Davis-Bacon wage rates are 
set at union scale in less than ha lf of 
the counties covered. As of March 
1981, Davis-P^con wage determina­
tions for the tesidential construction

sector were based on union wage 
rates in only 14%  of the counties 
covered. For the more heavily union­
ized commercial building sector, the 
Davis-Bacon determinations reflected 
union rates in 55% of the counties 
covered. For heavy construction and 
highway construction, the corre­
sponding figures were 50% and 47%, 
respectively.1

Further evidence that Davis-Bacon 
wage determinations tend to reflect 
actual prevailing wages is provided 
in a study sponsored by the Presi­
dent's Council on Wage and Price 
Stability. The authors of this study 
compared the Davis-Bacon rates set 
by the Labor Department in 19 large 
cities with the average wage rates 
found in a special survey of the con-

One of the most common arguments 
used against the Davis-Bacon Act is 
that -this law unnecessarily inflates 
the costs of federal construction. Ac­
cording to some critics, this happens 
because the wage rates required un­
der Davis-Bacon tend to be set too 
high. Other critics claim that any 
sort of prevailing wage requirement 
will automatically have an inflationary 
effect. Neither of these arguments 
have much basis in logic or fact.

Davis-Bacon Wage Rates: 
Not Automatically 
the Union Rate

Contrary to the • ‘>yths spread by Its 
opponents, the Davis-Bacon Act does 
not compel government contractors 
to pay artificially t igh wage rates. 
Rather, all the law requires is that 
workers on federal projects be paid 
no less than whatever wage rate is 
already prevailing in their locality.

Critics of Davis-Bacon like to claim 
that the law blindly imposes union 
wage scales on all federal construc­
tion. This is simply not true. Davis-



“THe Gao’s repon 
on Davis-Bacon: so FLaweo 

as to  Be MeanmGLess”

In reality, no such reduction oc- I 
curred. Data are available for 1,263 
projects which were bid under pre­
vailing wage requirements and then 
re-bid during the suspension. On av­
erage, the second bid was lower than 
the first by only s ix tenths of one 
pe rcen t*

Even this negligible amount cannot 
be assumed to represent savings re­
sulting from removal of prevailing 
wage requirements. Rather, some 
price decline should be evpected 
when a project is re-bid. The rebid­
ding process allows each competitor 
to learn the amount of the bids sub­
mitted by other contractors. In cases 
where a contractor discovers that he 
lost the job by a relatively small 
amount, that contractor will have an 
incentive to lower his bid the next 
time around. In fact, further studies 
indicate that the cost reductions un­
der the suspension were concentrated 
among contracts where the winning 
bid and the next lowest bid differed 
by less than 20% .5

In summary, all the available evi­
dence indicates that prevailing wage 
protection does not lead to excess 
costs on government construction 
projects. On the contrary, paying the 
prevailing wage helps ensure that 
skilled and experienced construction 
workers will be hired, and thus pro­
motes efficient, top quality work on 
government jobs.

Many of the statistical claims about 
the allegedly inflationary impact of 
the Davis-Bacon Act are based on a 
1979 report by the General Account­
ing Office (GAO) entitled ‘‘The Davis- 
Bacon Act Should Be Repealed." This 
report is so flawed in its facts and 
methods as to render its conclusions 
meaningless.

The GAO's basic contention is that 
the Department of Labor (DOL) some­
times sets the wage rates required 
under the Davis-Bacon Ac: at a level 
higher than the actual prevailing wage 
rate, thereby leading to excess costs 
on federal construction projects. The 
evidence for this allegation comes 
from a series of GAO wage surveys 
designed to check the accuracy of 
the DOL figures. Any difference be­
tween the DOL wage determination 
and the GAO survey results was taken 
as proof that the Labor Department 
had made an error in setting Davis- 
Bacon wage rates.

In fact, the validity of this ‘‘check’ 
is very dubious. There are many rea­
sons othei than Labor Department er­
ror which can explain the differences 
between the DOL figures and the 
GAO figures. For eom ple , the survey 
methodology used by the GAO in­
vestigators differed in important re­
spects from that used by the Labor 
Department; the GAO personnel were 
inexperienced in conducting wage 
surveys; and the GAO admitted diffi­
culties in securing the cooperation of 
construction employers in providing 
wage data. Further, in some cases, 
the GAO drew conclusions about pre­
vailing wage rates for particular crafts 
based on wage data for only one or 
two workers, hardly an adequate ba­
sis for sweeping conclusions about 
widespread DOL error.

The GAO study used a sample of 
only 30 wage determinations, repre­
senting about two tenths of one per­
cent of the more than 15,000 Davis-

struction industry conducted by the 
Bureau of Labor Statistics. The re­
sults confirmed that the wage rates 
set under Davis-Bacon are generally 
quite close to actual prevailing wages. 
For commercial building, the Davis- 
Bacon rates were found to be 2.7%  
be/ov/ the actual averages, and for 
residential construction the Davis- 
Bacon rates were onlv 3.1% above 
average.2

In short, the Davis-Bacon Act does 
not impose union wage rates on con­
struction employers in nonunion 
areas, nor does it force federal con­
tractors to pay excessive wages to 
their construction workers.

Substandard Wages Are 
Not a Good Means 
of Saving Money

A second set of criticisms bypasses 
the issue of th3 accuracy of Davis- 
Bacon wage determinations and con­
tends that pre/ailing wage laws are 
by their very nature inflationary. The 
general :den is that workers can 
sometimes be found who are willing 
to take a job for less 'han the locally 
prevailing wage. By preventing the 
use of this cut-rate labor, the Davis- 
Bacon Act is he'd to create unneces­
sarily high costs.

This argument is completely falla­
cious, in that it ignores important dif­
ferences in skills and productivity. 
Well trained and highly skilied con­
struction workers are not often willing 
to work for substandard wage rates.

The workers who can be recruited to 
work below the prevailing wage are 
likely to be less skilled and less ex­
perienced. In many cases, these will 
be people with no forma! construc­
tion training and only a very casual 
attachment to the industry.

It seems clear that qualified, well 
trained workers will be able to com­
plete a project much more quickly 
than workers with little construction 
experience. There’s no advantage in 
employing someone at a few dollars 
an hour less if they take twice as long 
to finish the job.

It's not just a matter of productivity. 
Skilled, experienced workers are 
much more likely to do a high quality 
job. Using poorly trained personnel 
hired "off the street” can lead to all 
sorts of quality problems. While there 
might be some initial savings as a 
result of paying below the prevailing 
wage rate, these savings could be 
quickly wiped out by the need for 
costly repairs ana maintenance.

Department of H’ lD Study 
Shows No Link Between 
High Wages and High 
Construction Costs

Because .A these important differ­
e n c e  ;n s'dlis and productivity, the 
only valid way or examining the rela­
tionship between Davis-Bacon and 
inflation is by looking not at wage 
rates alone, but rather at the to ta l 
costs  of projects built under the law's 
requirements.

The only study of this sort presently 
in existence was conducted by the

Department of Housing and Urban 
Development in an effort to identify 
the factors leading to high costs on 
HUD-financed housing built on Indian 
reservations. One possibility that the 
authors considered was that Davis- 
Bacon prevailing wage requirements 
might be leading to excess costs. 

.However, their research indicated that 
this was not the case:

“A comparison of average wage 
rates with average dwelling con­
struction costs shows no correla­
tion between high wages and high 
construction costs. Of the five In­
dian Housing Authorities with the 
highest average wage rates . . . 
only one had average dwelling con­
struction costs which exceeded the 
median.” 3

Davis-Bacon Suspension 
Did Not Lead to 
Significant Savings

The Davis-Bacon Act was suspend­
ed for a brief period in 1971 by ex­
ecutive order of President Nixon. Ac­
cording to the claims made by op­
ponents of this law, removal of pre­
vailing wage requirements should 
have immediately led to a sharp re­
duction in costs on federal construc­
tion contracts negotiated during the 
suspension.



Bacon wage determinations issued by 
the Labor Department in a typical 
year. In 18 of the 39 cases, the GAO 
concluded that the Labor Department 
wage determinations were too low  
rather than too high. These cases 
were discarded in drawing the re­
port's conclusions, since the GAO 
was only interested in cases where 
the Davis-Bacon Act could be ac­
cused of driving up costs. The 12 re­
maining wage determinations (in 
which the GAO wage estimates were 
lower than the Labor Department fig­
ures) became the primary basis for 
the GAO’s conclusions that Labor De­
partment errors in setting Davis-Ba- 
con wage rates could be costing the 
government hundreds of millions of 
dollars every year.

Such scanty evidence would be 
very weak support for any sort of 
conclusion and provides no basis 
whatsoever for the GAO’s sweeping 
contention that the Davis-Bacon Act 
should be repealed.

1. Data supplied by the U.S. Department 
of Labor, Employment Standards Ad­
ministration.

2. Robert Goldfarb and John Morrall, 
An Analysis ol Certain Aspocts o 1 the 
Administration o l the Davis-Bacon 
Act, a report issued by the Council 
on Wage and Price Stability, May 
1976, p. 9.

3. U.S. Department of Housing and Ur­
ban Development, Region IX, Ollice 
of Program Planning and Evaluation, 
Evaluation o l the High Cost ol Indian 
Housing, June 1979, p. 26.

4. Armand J. Tnioblot, Jr., Tho Davis- 
Bacon Act, Labor Relations and Pub­
lic Policy Series, Report No. 10 (Phil­
adelphia: University of Pennsylvania 
Press, 1975), p. 93.

5. John P. Gould and Gecge Bittlinp- 
mayer, Tho Economics of tho Davis- 
Bacon Act: An Analysis ol Prevailing 
Wago Laws (Washington, D.C.: Amer­
ican Enterprise Institute for Public 
Policy Research, 1980), p. 58.
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struction requires relatively little fixed 
capital, and the needed equipment 
can usually he leased rather than 
bought. Consequently, it is fairly easy 
to go into business as a contractor, 
and construction firms are constantly

“Fair to 
worKers, 

comracTors 
&Taxpayers”

being formed and dissolved. Tho turn­
over in firms is matched by the turn­
over in employoes. Gonerally, work­
ers are hired only for the duration of 
a particular job, and move on to a 
now employer when tho work is fin­
ished. Construction employment is 
also very unsteady. Last year, the 
unemployment rate in construction

averaged 14.2%, roughly double that 
in the economy as a whole. All of this 
makes it very easy for a fly-by-night 
operator to go into the construction 
business, pick up some semi-skilled 
or unskilled workers at rock bottom 
wages, and make a quick profit.

The government is particularly vul­
nerable to this kind of operation be­
cause of the nature of the government 
contracting proces. A private firm can 
control who it deals with, and can 
avoid these fast buck artists entirely 
and deal only with reputable busi­
nesses. The government, on tho other 
hand, is required by law to award a 
contract to the lowest bidder (unless 
there is a compelling case that the 
firm is unqualified— something which 
is very hard to establish before the 
work is started). An unscrupulous 
contractor can easily cut costs on 
wages, cut corners on materials, and 
thereby win itself a government con­
tract. The reputable business, com­
mitted to paying wage rates sufficient 
to attract and hold skilled, experi­
enced construction workers, cannot 
hope to compete with these tactics.

What does the Davis-Bacon Act 
do? It requires that workers on fed­
erally funded construction projects 
be paid no less than the wage rate 
prevailing in their local community 
for similar work.

This law was first proposed in Con­
gress in 1927, and was enacted in 
1931. It was designed to remedy prob­
lems which were occurring on gov­
ernment public works projects. Con­
tracts were being won by fly-by-night 
construction companies who reaped 
large profits by paying very low wag­
es to their employees in exchange for 
long hours of work. Many of these 
contractors came from outside the 
communities where the federal proj­
ects were being built, and sometimes 
brought in their own crews. These un­
scrupulous builders not only under­
cut the labor standards of the com­
munities they operated in; all too 
often they also left tho taxpayers sad­
dled with a poorly constructed proj­
ect.

Why a Prevailing Wage 
Law for Government 
Construction?

Wage-cutting practices, and tho 
problems which result, are especially 
likely to occur on construction jobs 
because of the unique characteristics 
of the construction industry. Con-
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Prevailing Wages:
Fair to Workers, 
Contractors and Taxpayers

There are several reasons why the 
government has an interest in pre­
venting these sorts of practices 
through prevailing wage requirements 
and other measures. First, this is a 
matter of basic fairness to the work­
ers involved. The government should 
set a good example for others, and 
should avoid being a party to situa­
tions where the labor standards of the 
local community are being eroded.

Further, prevailing wage require­
ments provide important protections 
to reputable contractors by providing 
them with a fair chance to compete 
for government projects, instead of 
losing this work to disreputable com­
petitors who underbid them by paying 
substandard wages. With a floor es­
tablished under wage rates, contrac­
tors are forced to compete for public 
projects on the basis of their skills 
and efficiency, not on the basis of the 
low wages they pay.

Finally, the Davis-Bacon Act pro­
tects the government and taxpayers. 
Skilled and experienced construction 
workers are not generally willing to 
work for substandard wages. The con­
tractor who tries to win government 
work by drastic red is in wages 
will hire the lowe „id people he 
can find, who are almost certain to 
be those with the least training and 
experience in the industry. The likely 
consequences of this will be a gen­
erally shoddy construct’ . - 1 job, extra I 
costs and waste when faulty work I 
must be done over, and higher ex-1 
penses for maintenance and repairs! 
over the life of the project. Of course, I 
by the time the government finds all I 
the problems with its new building, 
the contractor is likely to be long 
gone— off to another area to try this 
tactic again, or out of business to re­
appear later under another name.

These are the basic reasons which 
led Congress to pass the Davis-Bacon 
Act fifty years ago. The legislatures 
of 39 states reached the same conclu­
sions on their own, and responded by 
enacting "little Davis-Bacon Acts" 
covering state-funded construction.

Over the past fifty years, condi­
tions have improved greatly in the 
construction industry, partially as a 
result of the Davis-Bacon Act and 
other labor laws. However, the basic 
forces remr.in unchanged which allow 
unscrupulous contractors to win fed­
eral contracts by paying substandard I 
wages. As a result, the Davis-Bacon 
Act continues to play an important 
role in preventing serious abuses on 
government construction work, and 
d e s e rv e s  to be p reserve d  and  
strengthened.

“cormnuinG aBuses in 
consTrucnon show  THe 

conTinuinG neeD For 
□avis-Bacon”

Numerous violations of the Davis- 
Bacon Act are detected every year by 
federal agencies. For example, in a 
two-year period, one single agency—  
the U.S. Department of Housing and 
Urban Develor nent— instituted labor 
standards enforcement actions which 
led to more than $5 million in back 
wages being restored to more than 
11,000 workers on federal projects.

These violations cover the whole 
range of possible wrongdoing— pay­
ment of substandard wages, failure 
to make proper payments for health 
insurance and other benefits, forcing 
workers to "kick back" a portion of 
their wages as a condition for contin­
ued employment, phoney use of 
"trainee" classifications to exploit 
young workers seeking to learn con­
struction skills, and so on. Often, 
these labor standards problems are 
associated with other sorts of prob­

lems involving shoddy work and poor 
contractor performance. If the legal 
protections provided by the Davis- 
Bacon Act were to be removed, these 
types of abuses would be expected 
to become much more common.

Here are two recent examples which 
demonstrate the problems which un­
scrupulous contractors cause when 
they seek to make a fast buck by 
slashing wage rates. Both of these 
accounts come from investigative re­
ports aired on “Arizona Weekly," a 
public affairs program broadcast by 
television station KAET in Phoenix, 
Arizona.

The first of these stories involves 
a $5 million federal housing project 
on the San Carlos Indian Reservation 
in Arizona, a project where the con­
tractor, Mendoza Drywall, relied on 
low-wage labor supp'ied by illegal 
aliens, among others:



REPORTER: . . we also found
blatant violations of federally man­
dated wage rates. Who were the 
victims? The illegal aliens. The 
ones who jouldn’t speak up and go 
to the authorities, who had very 
few options as they lived and 
worked each day on the project. 
They were young men like Pedro.

"How much is he getting?"

ANSWER: "$1.50 an hour.”

REPORTER: " . . .  he wasn’t the onl> 
one who was shortchanged. Other 
illegal aliens were paid just half 
the amount federal regulations re­
quired. The aliens were cheap la­
bor, and that meant high profits 
for someone else.

"We soon discovered that Pedro 
didn't live like a citizen. He lived 
in this unfinished home on the proj­
ect, where for some time there was 
no water, no heat, not even basic 
facilities. There were more than 
ten workers living in this house at 
one time. At least eight of them, 
their job foreman told us, were 
illegal aliens. The others were Na­
vajo Indians. They slept on the 
tloor on old matresses and they

cooked on camp stoves. But mostly 
they just worked on the pro ject. .

A second case involved Copper 
State Builders, a contractor working 
on several government projects, who 
was also found to have violated the 
Davis-Bacon Act by paying workers 
well below the prevailing wage. As is 
often the case with firms using cut- 
rate labor, there seemed to be seri­
ous problems with the company's re­
liability and the quality of its work. 
Among other things, Station KAET’s 
investigation disclosed that this firm 
had obtained its electricai contrac­
tor's license tnrough forgery:

REPORTER: "Arizona Weekly has 
learned that the Registrar of Con­
tractors is in\ estigating ail of the 
company’s licenses because of this 
forgery (shewn on camera). It ap­
pears on Copper State’s electrical 
license. . . .  In effect, the company 
said it was qualified to do electrical 
work when in reality no one in the 
firm was approved by the state to 
do it.

"Copper State Builders has never 
been reluctant to seek federal jobs 
though. The firm bid successfully

on a project to improve federal 
housing on the west side of Phoe­
nix. This contract was worth more 
than $185,000. The Executive Di­
rector of the Maricopa County 
Housing Authority, John Hollar, the 
man who administered the federal 
project, describes it as the worst 
job he's ever experienced. . . . 
Hollar says the biggest problem 
was that the work was never done 
right the first time. It had to be 
done over and over again. And 
each time it was redone, the proj­
ect's inspectors and architect had 
to go back out and recheck the 
work. That cost taxpayer money. 
How much? Hollar says he doesn’t 
know, but the taxpayers were foot­
ing the bill for the company’s mis­
takes."

Continuing violations of the Davis- 
Bacon Act such as these serve as a 
reminder of the potential for serious 
abuse which still exists in construc­
tion. If the legal deterrents provided 
by Davis-Bacon were eliminated, it is 
safe to assume that these abuses 
would become more widespread, to 
the detriment of workers, fair con­
tractors and taxpayers.

w > •  )

Robert A. Georgine, President

BUILDING AND 
CONSTRUCTION TRADES 

097 DEPARTMENT, AFL-CIO

Joseph F. Maloney, 
Secrel:ary-T reasurer

815 16:lh Street, N.W. 
Washington, D.C. 20006
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Bill Sheffield, Governor

DKIPT. O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S POUCH B
JUNEAU. A LA S K A  99811 
PHONE: 1907) 465-4700OFFICE OF THE COMMISSIONER

A p r i l  15, 1983

B I L L  A N A L Y S I S

RE: H B  304

SP ON SOR : R e p r e s e n t a t i v e  H e r r m a n n

P r o g r a m  E f f e c t s  of the B i l l

T h i s  b i l l  w o u l d  e x e m p t  c o m m u n i t i e s  w i t h  a p o p u l a t i o n  of >000 or le ss  
from the p r o v i s i o n s  of AS. 36.

C o m m e n t s

It is the p o s i t i o n  of th i s D e p a r t m e n t  that  the p r o v i s i o n s  of AS. 36 
c u r r e n t l y  d i s c o u r a g e  l oc al  h i r e  in r u r a l  c o m m u n i t i e s

T h e  r e q u i r e m e n t  t h a t  p r e v a i l i n g  w a g e s  be p a i d  d i s c o u r a g e s  "on the  
job t r a i n i n g "  of l oc al  l ab or  an d e n c o u r a g e s  i m p o r t a t i o n  of o u t s i d e  
labor.

If th is  b i l l  w e r e  to p a s s  we feel it wou ld , at lea st,  r e m o v e  o n e  
road  b l o c k  in th e p a t h  of i n c r e a s i n g  l o ca l e m p l o y m e n t  t h r o u g h  s t a t e  
c o n s t r u c t i o n  gr a nts .

M a r k  Lew is , C o m m i s s i o n e r

21-PI LH
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Alaska National!
I N S U R A N C E  C O M P A N Y

A policy o f service and protection

A p r i l  6, 1983

Th e  H o n o r a b l e  W a l t  F u r ness, R e p r e s e n t a t i v e  

C h a i r  H o u s e

L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

A l a s k a  S t a t e  S e n a t e  

P o u c h  Y

Juneau, Al a s k a  99811

Re: HB <‘308 An Act r e l a t i n g  to insurance.

D e a r  Hr. F u r n e s s :

T h i s  m e a s u r e  in its curre n t  form is v e r y  m u c h  o p p o s e d  by us. O n  the 

o t h e r  h an d ,  the a reas of o u r  serious c o n c e r n  ca n  be e a s i l y  r e m e d i e d  

by some ame> ients, in w h i c h  c a s e  the g e n e r a l  thrust of the bil l

w o u l d  b e  acceptable. v?,e, there f o r e,  u r g e  the C o m m i t t e e  to a dopt the

r e c o m m e n d e d  a m e n d m e n t s  if it intends to p r o c e e d  w i t h  this 

legi s l a t i o n .

B A C K G R O U N D

F o r  reasons, some  of w h i c h  m a y  be valid, the m u n i c i p a l  league, o r  at 

least several m u n i c i p a l i t i e s ,  have felt it d e s i r a b l e  to h ave 

s t a t u t o r y  a u t h o r i t y  to e s t a b l i s h  a m e a n s  of e x c h a n g i n g  i n s u r a n c e  

c o n t r a c t s  a mong t h em s e l v e s  as an a l t e r n a t i v e  to p u r c h a s i n g  i n s u r a n c e  

fro m c o m m e r c i a l  i n s u r a n c e  markets. At an e a r l y  s tage in the 

l e g i s l a t i v e  p r o c e s s  w h e n  the m u n i c i p a l i t y ' s  i n t e r e s t  in e s t a b l i s h i n g  

their o w n  insurance p r o g r a m  first b e c a m e  k n o w n  to us, we s u g g e s t e d

u s i n g  the r e c i p r o c a l  insu.vi a u t h o r i t y  a l r e a d y  gr a n t e d  in the 

I n s u r a n c e  Code. T h e y  have a c c e p t e d  this r e c o m m e n d a t i o n  and H o u s e  

Bill 3 0 8  is the result. U n f o r t u n a t e l y  in the d r a ft i n g ,  seve r a l  

s p e c i f i c  e x c e p t i o n s  f r o m  a p p r o p r i a t e  o b l i g a t i o n s  i m p os e d  o n  i ns u r e r s  

w e r e  c a r v e d  out for the m u n i c i p a l  rec i p r o c a l s,  and we b e l i e v e  such

is w h o l l y  inappropriate.

It is th e  p u r p o s e  of this l e t t e r  to i n d ic a t e  t h e s e  a r ea s  and to 

p o i n t  o u t  the r e s p o n s i b i l i t i e s  that e v e r y  o t h e r  i n s u r e r  c u r r e n t l y  

ha s  and ought *o h ave in c o n n e c t i o n  w i t h  s u s t a i n i n g  the workers' 

c o m p e n s a t i o n  s y s t e m  in this S tate w h i c h  e v e n  a m u n i c i p a l  r e c i p r o c a l  

should b e  requi r e d to support.

A S S I G N E D  RISK P OOL

[ A S 2 1 . 3 9 . 1 5 j  (a) - HB 308 P a g e  1, L ine 9 -10]

7001 Jewel Lake Road * Post Office Box 3440, Anchorage. Alaska 99510 • Telephone (907) 248-2642 • Telex (090) 25-456
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Th e  p r o p o s e d  a m e n d m e n t  w o u l d  e x e m p t  all r e c i p r o c a l s  fror, h a v i n g  to 

p a r t i c i p a t e  in the c o n t r i b u t i o n s  to the a s s i g n e d  r i s k  pool.

C u r r e n t l y ,  al l  c o m m e r c i a l  in s u r e r s  w r i t i n g  workers' c o m p e n s a t i o n  in 

the S t a t e  of A l a s k a  are  r e q u i r e d  to pa y an a s s e s s m e n t  to supp o r t  the 

a s s i g n e d  r i s k  pool. The amount of the a s s e s s m e n t  is a p r o - r a t a  

c h a r g e  n e c e s s a r y  to c o v e r  the ex t e n t  to w h i c h  l o s s e s  and e x p e n s es  

e x c e e d  the p r e m i u m  c o l l e c t e d  in the pool. A s s e s s m e n t  b a s e d  on 

w o r k e r s '  c o m p e n s a t i o n  w r i t i n g s  by w or kers' c o m p e n s a t i o n  c a r r i e r s  is 

a l o g i c a l  w a y  to supp o r t  the pool s ince it s p r e a d s  the cost for 

s u p p o r t i n g  the u n d e s i r a b l e  risks a m o n g  all o t h e r  e m p l o y e r s  in the 

State. C u r r en t l y ,  any e m p l o y e r  i n s u r ed  in a c o m m e r c i a l  insurer, 

i n c l u d i n g  all m u n i c i p a l i t :es wh i c h  are i n s u r e d by c o m m e r c i a l

insurers, are p a y i n g  i n d i r e c t l y  the a s s e s s m e n t  to s u p p o r t  the 

a s s i g n e d  ris k  pool.

To th e  ext e n t  that a g roup of e m p l o y e r s  are e x e m p t e d  f r o m  h a v i n g  to 

p ay t h e i r  p r o - r a t a  share, the b u r d e n  falls on a s m a l l e r  p o p u l a t i o n  

w h o  m u s t  t h e n  pay a h i g h e r  assess me n t .  In effect, b y  e x e m p t i n g  the 

m u n i c i p a l  r e c i p r o c a l  f rom h a v i n g  to pay the a s s i g n e d  r i s k  pool, all 

o t h e r  e m p l o y e r s  ar e  g o i n g  to have to pa y  a s l i g h t l y  h i g h e r  

a s s e s s m e n t .

We f i n d  it t o t a l l y  i n e q u i t a b l e  and w i t h o u t  j u s t i f i c a t i o n  that the 

m u n i c i p a l i t i e s  as e m p l o y e r s  be r e l ie v e d  of any o b l i g a t i o n  w h i c h  any 

o t h e r  e m p l o y e r  is o b l i g a t e d  to pay as part of the cost of h i r i n g  

e m p l o y e e s  in this State,

f u r t h e r m o r e ,  b e c a u s e  of the w a y  the p r o v i s i o n  w a s  d r a f t e d ,  all 

r e c i p r o c a l s  a r e  exc l u d e d.  As drafted, this m e a n s  that the T i m b e r  

I n s u r a n c e  E x c h a n g e ,  w h i c h  is a p r i v a t e  c o m m e r c i a l  r e c i p r o c a l  i n s u r e r  

o w n e d  and o p e r a t e d  by the loggers, w o u l d  al s o  be e x e m p t e d  f rom

s u p p o r t i n g  the a s s i g n e d  r i s k  pool. I b e l i e v e  this w a s  no t  intended

but is the r e s u l t  o f  an e r r o r  in d r afting.

R E C O M M E N D ATION

S e c t i o n  i of the p r o p o s e d  b i l l  be s t r i c k e n  in its e n t i r e t y .

A L L O W A B L E  F U N D I N G

[ S e c t i o n  2 A S 2 1 . 7 5 . 0 5 0  (c) - HB # 3 0 8  P a g e  1, L i n e  15 - 21]

T his p r o v i s i o n  all o w s  only those r e c i p r o c a l s  w h i c h  ar e f o r m e d  by two 

or m o r e  m u n c i p a l i t i e s  to post a bon d  in lieu of o t h e r w i s e  a d m i s s i b l e  

a s s e t s  to c a p i t a l i z e  the r e ci p r o c a l  insurer. F r a n k l y ,  we b e l i e v e  

that pl a c e s  the m u n i c i p a l i t i e s  in the p o s i t i o n  of e s t a b l i s h i n g  an 

i n s u r a n c e  c o m p a n y  w i t h  little or none of the c a p i t a l  r e q u i r e m e n t s  

i m p o s e d  u p o n  any o t h e r  c o m m e r c i a l  i n s u r e r  and is to that d e g r e e  

i n e q u i ta b l e .  On the o t h e r  hand, we r e c o g n i z e  that m u n i c i p a l i t i e s
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h a v e  a c e r t a i n  f i n a n c i a l  c a p a b i l i t y  b e c a u s e  of t h e i r  tax i n g

a u t h o r i t y  w h i c h  o t h e r  c o m m e r c i a l  e m p l o y e r s  do n o t  have, and

th erefore, t h o u g h  we w o u l d  p r e f e r  no t to see the s t a t u t e s  d r a f t e d

w i t h  a u t h o r i t y  to p o s t  a bond in l ieu of cash, w i l l  not o bj e c t  to

the bil l  o n  that g r o u n d  alone.

O n  the o t h e r  h and, there are two a m e n d m e n t s  that n e e d  to be m a d e  to 

this s e c t i o n  in o r d e r  to l imit the a u t h o r i t y  to the s p e cific

c o n c e s s i o n s  i n t e n d e d  by t h e  legislature:

A. A r g u a b ly ,  a r e c i p r o c a l  c o u l d  be f o r m e d  by two or m o r e

m u n i c i p a l i t i e s  and t h e n  insure n o n - m u n i c i p a l i t i e s  as part of 

their b u s i n e s s  o p e r a t i o n s .  Such o u g h t  not to be p e r mi t t e d ,  

thus, I w o u l d  ui'ge the fol l ow i n g  r e c o m m e n d e d  a m e n d m e n t ;  and

B. The b o n d  s h o u l d  b e  p e r m i t t e d  o nly for the i n i t i a l  c a p i t a l  and 

not f o r  an y  of its r e s e r v e s  or surplus.

To mee t  t h e s e  p o in t s ,  I w o u l d  u r g e  the f o l l o w i n g  c h a n g e  in language:

" A  d o m e s t i c  r e c i p r o c a l  i n s u r e r  f o r m e d  u n d e r  this c h a p t e r  by 

and i n s u r i n g  o n l y , two or m o r e  m u n i c i p a l i t i e s  shall (1)

c o m p l y  w i t h  Tal of th i s  s e c t i o n  or p o s t  a b on d  for an 

a m o u n t  e q u a l  to the c a p i t a l  that w o u l d  be r e qu i r e d  of a 

d o m e s t i c  s t o c k  i n s u r e r  w r i t i n g  the same l i n e s  of i n s u r a n c e  

fo r  w h i c h  the r e c i p r o c a l  i n s u r e r  seeks to be au t h o r i z e d,  

an d  (2) m a i n t a i n  a surplus in a d m i t t e d  a s s e t s  of $ 2 5 0 , 0 0 0

o r  a s u r p l u s  s u f f i c i e n t  to o p e r a t e  the r e c i p r o c a l  insur e r

fo r  one year, w h i c h e v e r  is g r e a t e r . "  [E m p h a s i s on l a ng u a g e  

to be a d d e d . ]

E X E M P T I O N  O F  P U B L I C  U T I L I T I E S  F R O M  G U A R A N T E E  A S S O C I A T I O N .

[ S e ction 5 A S 2 1 . 8 0 . 1 8 0  (5) - Pag e  2, L i n e  6 and S e c t i o n  6

A S 2 1 . 8 0 . 180 (6) - P ag e  2, Line 1 A . ]

T h e s e  s e c t i o n s  dea l  w i t h  the G u a r a n t e e  A s s o c i a t i o n ,  w h i c h  is a 

f a c i l i t y  e s t a b l i s h e d  by A l a s k a n  la w  to p r o t e c t  w o r k e r s  w h o s e  

e m p loyei ha s a c q u i r e d  workers' c o m p e n s a t i o n  i n s u r a n c e  f r o m  an 

i n s u r an c e  f a c i l i t y  w h i c h  u l t i m a t e l y  b e c o m e s  insolvent. The 

p r o t e c t i o n  is p r o v i d e d  through the G u a r a n t e e  A s s o c i a t i o n ' s  a b i l i t y  

to ass e s s  all o t h e r  w o r k e r s '  c o m p e n s a t i o n  i n s u r e r s  d o i n g  b u s i n e s s  in 

the State p r o - r a t a  to t h e i r  workers' c o m p e n s a t i o n  i n s u r a n c e  w r i t i n g s  

to p r o v i d e  the f unds n e c e s s a r y  to pa y  the c l a i m s  of the i n solvent 

insurer.

T h e  are two s e c t i o n s  in that law r ef e r r e d  to in the b i l l  define:

A. W h i c h  i n s u r e r s  are p r o t e c t e d  by the I n s o l v e n c y  F u n d  and,

B. W h i c h  i n s u r e r s  m ust c o n t r i b u t e  to the a s s e s s m e n t  in the e vent 

a n o t h e r  i n s u r e r  b e c o m e s  insolvent.
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W e  p o i n t e d  o u t  to the Sen a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  that 

e i t h e r  the m u n i c i p a l  i n s u r e r  m u s t  be i n c l u d e d  b o t h  as a c o n t r i b u t o r  

to the a s s e s s m e n t  and be p r o t e c t e d  by the G u a r a n t e e  A s s o c i a t i o n  or 

e x c l u d e d  f rom b o t h  of those. Th e  L a b o r  and C o m m e r c e  C o m m i t t e e  

ag r e e d  and e l e c t e d  to exc?.ude the m u n i c i p a l i t y  f r o m  b o t h  the 

a s s e s s a b i l i t y  a n d  c o v e r a g e  p r o v i s i o n s  of the G u a r a n t e e  A s s o c i a t i o n .  

W e  s u p p o r t  t h e i r  c h o i c e  in this regard, h o w e v e r ,  in c r e a t i n g  the 

e x c l u s i o n  f r o m  the a p p l i c a t i o n  of the G u a r a n t e e  A s s o c i a t i o n  for 

r e c i p r o c a l s  f o r m e d  by m u n i c i p a l i t i e s  the y  a d d e d  r e c i p r o c a l s  formed 

by p u b l i c  u ti l i t i e s .

W e  a b s o l u t e l y  o p p o s e  the e x c l u s i o n  of a r e c i p r o c a l  for m e d  by any 

c o m m e r c i a l  e n t e r p r i s e  fro m  the o b l i g a t i o n  i m p o s e d  u p o n  any o t h e r  

c o m m e r c i a l  i n s u r e r  d o i n g  b u s i n e s s  in the State. T h e r e  is n o  r e a s o n  

wh y  a b u s i n e s s  w h i c h  is o p e r a t i n g  in this S t a t e  o w n ed  by 

s t o c k h o l d e r s  w h o  h a v e  formed a c o m p a n y  for profit, sh o u l d  be 

e x c l u d e d  from s h a r i n g  in the o b l i g a t i o n s  that all o t h e r  c o r p o r a t i o n s  

formed for p r o f i t  ar e o b l i g a t e d  to suppor t .  A l l  the insu r e d  

e m p l o y e r s  of a n y  o t h e r  c o m m e r c i a l  i n s u r e r  i n d i r e c t l y  c o n t r i b u t e  to 

the G u a r a n t e e  A s s o c i a t i o n  a s s e s s m e n t  b y  v i r t u e  of that cost b e i n g  

loaded int o  t h e i r  premium. It c r e a t e s  a l a c k  of c o m p e t i t i v e  p a r i t y  

w h e n  a r e c i p r o c a l  can b e  formed by a s p e c i a l l y  d e f i n e d  g r o u p  and be 

e x c l u d e d  from h a v i n g  to s hare in that cost.

R E C O M M E N D A T I O N

W e  w o u l d  p r o p o s e  tl.3t the l a n g u a g e  "or p u b l i c  u t i l i t e s "  be s t r i c k e n  

from b o t h  line 6 and line 14 of p a g e  2 of the bill.

A s  a f u r t h e r  m a t t e r  of clarity, on l ine 5 and line 14 the l an g u a g e  

should b e  m o d i f i e d  so that it r e a d s  as follows:

" R e c i p r o c a l  i n s u e r  for m e d  by and i n s u r i n g  o nly m u n i c i p a l i t i e s . "

W e  w o u l d  a p p r e c i a t e  y o u r  f a i o r a b l e  c o n s i d e r a t i o n  of these 

r e c o m m e n d a t i o n s .

RB/krl



A l a s k a  M a fm n a l
I N S U R A N C E  C O M P A N Y

A policy o f service ar.dprotection

M a r c h  22, 1 98 3

Th e  H o n o r a b l e  D i c k  E l i a s o n ,  S e n a t o r  

A l a s k a  S t a t e  S e n a t e  

P o u c h  Y

J u n e a u ,  A?i.aska 9 9 8 1 1

A t t n :  S h e i l a  P e t e r s o n ,  L e g i s l a t i v e  A n a ^ l y s t  .

D e a r  D ick:

S h e i l a  w a s  k i n d  e n o u g h  to s e n d  m e  a w o r k i n g  d r a f t  o f  C S S B  66 (L&C) 

w h i c h  is m a r k e d  " S o f o  3 - 1 4 - 8 3 . "  S h o r t l y  a f t e r  r e c e i v i n g  U i s  draft, 

I w a s  c a l l e d  b y  W e s  C o y n e r ,  w h o  i n d i c a t e d  t h a t  t h e r e  w e r e  some

m i s t a k e s  m a d e  in t he  d r a f t i n g ;  and, in fact, n u m e r o u s  p o r t i o n s  of

t hat w o r k i n g  d r a f t  a r e  n o t  i n t e n d e d  to  be i n c l u d e d .  Tee c h a n g e s  

w h i c h  I w a s  g i v e n  a r e  as f o l l o w s :

A. F r o m  l i n e  10 s t r i k e  "AS 2 3 . 3 0 . 0 7 5  ( b ) "

B. F r o m  l i n e  16 s t r i k e  "AS 2 3 . 3 0 . 0 7 5  (b) by the s tate or a

p o l i t i c a l  s u b d i v i s i o n "  a n d  i n s e r t  i n s t e a d  "by a 

m u n i c i p a l i t y "

C. F r o m  p a g e  1, l i n e  28 to p a g e  2, l i n e  2 s t r i k e  all o f  the

d e f i n i t i o n  a n d  i n s t e a d  i n s e r t  " m u n i c i p a l i t y  is d e f i n e d  as 

p r o v i d e d  i n  A S  2 9 . 7 8 , 0 1 0  (8 ) "

D. F r o m  na.'je 2, l i n e  5 s t r i k e  "or p o l i c i t a l  s u b d i v i s i o n  o f  the 

s t a t e ,  p u b l i c  u t i l i t i e s , "  a n d  i n s e r t  in line 5 "a 

m u n i c i p a l i t y  o f "  so that lin e  5 r e a d s "  r e c i p r o c a l  i n s u r e r  

f o r m e d  by a m u n i c i p a l i t y  o f  the s t a t e  ...".

E. S t r i k e  all  o f  S e c t i o n  6.

F. S t r i k e  all o f  S e c t i o n  7.

t
M y  c o m m e n t s  d e a l  w i t h  th e  b i l l  as m o d i f i e d .

B A S I C  TilRUST O F  T H E  B I L L

T h e  b i l l  s e e m s  to p e r m i t  m u n i c i p a l i t i e s  t o  f o r m  a r e c i p r o c a l  i n s u r e r  

an d  c h a n g e s  the R e c i p r o c a l  L a w  to p e r m i t  two or m or e ,  as o p p o s e d  to

25 or m o r e  p e r s o n s ,  t o  f o r m  a r e c i p r o c a l  i ns u r e r .  T h e s e  b a s i s

p o l i c y  c h a n g e s  a r e  a c c e p t a b l e .
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The b i l l  g o e s  f u r t h e r ,  h o w e v e r ,  and m a k e s  t h r e e  o t h e r  c h a n g e s  w h i c h

I f i n d  o b j e c t i o n a b l e  in v a r i o u s  d e g r e e s .

1. A l l o w i n g  the c a p i t a l  a n d  s u r p l u s  to b e  s a t i s f i e d  w i t h  a b o n d .  

E v e r y  o t h e r  i n s u r i n g  e n t i t y  in the S t a t e  o f  A l a s k a  is r e q u i r e d  

to p o s t  c a s h  o r  o t h e r  a d m i t t e d  a s s e t s  in o r d e r  to do b u s i n e s s  in 

th e  S t a t e .  T h e  r e a s o n ,  o f  c o u r s e ,  is th a t  o n l y  c a s h  a n d

i m m e d i a t e l y  l i q u i d a b l e  a s s e t s  c a n  be m a d e  a v a i l a b l e  to p a y  

c l a i m s  to the e x t e n t  c l a i m s  a n d  e x p e n s e  e x c e e d  p r e m i u m s .  To

p e r m i t  t h e  r e q u i r e m e n t  to be m e t  w i t h  a b on d ,  is to w o r k  a n

u t m o s t  h a r d s h i p  o n  c l a i m a n t s  a n d  c r e d i t o r s  i n  the e v en t  t he

p r e m i u m s  a r e  n o t  a d e q u a t e  to m e e t  e x p e n s e s  f o r  o p e r a t i o n s  an d

claims,

It s h o u l d  b e  n o t e d  t h a t  t h e r e  is a l r e a d y  a s i g n i f i c a n t  a d v a n t a g e  

a f f o r d e d  e n t i t i e s  u t i l i z i n g  this n e w  s t a t u t e  s i n c e  any  o t h e r  

c a r r i e r  w r i t i n g  w o r k e r s '  c o m p e n s a t i o n  o n l y  i n  t h e  S t a t e  o f

A l a s k a ,  m u s t  h a v e  $ 2 5 0 , 0 0 0  m o r e  in a s s e t s  t h a n  is reqi ired o f  

th e  m u n i c i p a l  r e c i p r o c a l .  To c o m p o u n d  the p r o b l e m ,  b y  a l l o w i n g  

this m i n i m a l  c a p i t a l  a n d  s u r p l u s  to b e  put u p  in the f o r m  o f  a 

b o n d  a s  o p p o s e d  to a d m i t t e d  a s s e t s ,  p e r m i t s  b o t h  a n  u n r e a s o n a b l y  

u n f a i r  l e v e l  o f  c o m p e t i t i o n  a m o n g  i n s u r e r s  a n d  s u b j e c t s  the

c l a i m a n t  to q u e s t i o n a b l e  p r o t e c t i o n  f o r  t h e i r  r i g h t s  u n d e r  the 

W o r k e r s '  C o m p e n s a t i o n  Act.

2. S e c t i o n  5 a t t e m p t s  to e x e m p t  a m u n i c i p a l  r e c i p r o c a l  f rom its

o b l i g a t i o n s  to p a y  a n  a s s e s s m e n t  to fund a n  i n s o l v e n c y  by an 

i n s u r a n c e  c a r r i e r  f o r m e d  u n d e r  e x i s t i n g  laws. T h e r e  i n v  be s o m e  

a r g u m e n t  to be m a d e  fo r  e x c l u d i n g  t h e m  f r o m  the o b l i g a t i o n  to

p a y  a s s e s s m e n t s  o f  t h e  G u a r a n t e e  A s s o c i a t i o n ,  b u t  o n l y  if the 

c o m p a n i o n  p r o v i s i o n  w h i c h  is that th e  c l a i m s  o f  a n  i n s o l v e n t  

m u n i c i p a l  r e c i p r o c a l  i re n o t  c o v e r e d  by  th e  G u a r a n t e e  

A s s o c i a t i o n ,  is a l s o  i n c l u d e d .

N o t e  t h a t  y o u r  v >rk d r i  e x c l u d e s  the r e c i p r o c a l  f r o m  A S  

S e c t i o n  2 1 . 8 0 . 1 8 0  (6) (A), o M u s t  P a y  a n  A s s e s s m e n t  for an

I n s o l v e n c y )  b u t  d o e s  n o t  e x c l u d e  t h e m  f r o m  A S  2 1 . 8 0 . 1 8 0  (5) (A) 

( W h o ' s  I n s o l v e n c y  M u s t  Be P r o t e c t e d  By T h e  G u a r a n t e e

A s s o c i a t i o n . )  It is m y  p o s i t i o n  t hat t he  m u n i c i p a l  r e c i p r o c a l  

m u s t  b e  i n c l u d e d  as p a r t  o f  the G u a r a n t e e  A s s o c i a t i o n  b o t h  as to 

a s s e s s a b i l i t y  a n d  c o v e r a g e ,  o r  e x c l u d e d  f r o m  the G u a r a n t e e  

A s s o c i a t i o n  b o t h  as to a s s e s s a b i l i t y  a n d  c o v e r a g e .  B e c a u s e  o f  

the h i g h l y  p o l i t i c a l  n a t u r e  o f  s u c h  a p r o g r a m  a n d  .because I d o  

n o t  b e l i e v e  t h a t  the m i n i m u m  c r i t e r i a  f o r  f o r m i n g  a m u n i c i p a l  

r e c i p r o c a l  p r o v i d e s  a d e q u a t e  p r o t e c t i o n  f o r  t h e  l o n g  t e r m  gi*owth 

a n d  s t a b i l i t y  o f  s u c h  a n  o r g a n i z a t i o n ,  I w o u l d  e l e c t  to h a v e  

t h e m  n o t  i n c l u d e d  in the G u a r a n t e e  A s s o c i a t i o n  a n d  e x e m p t  t h e m  

f r o m  a s s e s s m e n t .

3. For s e m e  r e a s o n  al l  r e c i p r o c a l s  a r e  e x e m p t e d  f r o m  a s s e s s m e n t  to

fund t h e  a s s i g n e d  r i s k  p o o l.  I b e l i e v e  t h a t  d r a f t i n g  S e c t i o n  1

to e x c l u d e  a l l  r e c i p r o c a l s  w a s a n  i n a d v e r t a n t  e r r o r  o n  the par t  

o f  t h e  d r a f t e r s  s i n c e  t h e r e  a r e  c o m m e r c i a l  w o r k e r s '  c o m p e n s a t i o n
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r e c i p r o c a l s  in t h i s  S t a t e  that c e r t a i n l y  s h o u l d  n o t  b e  e x e m p t e d  f r o m  

the a s s i g n e d  r i s k  p ool. The m o r e  p e r t i n e n t  i s s u e  is s h o u l d  the 

m u n i c i p a l  r e c i p r o c a l  be e x e m p t e d  from  p a y i n g  a s s e s s m e n t s  f o r  the 

a s s i g n e d  r i s k  p o o l .  On thi s  point, I r e s t a t e  a p o r t i o n  o f  m y

J a n u a r y  21, 1983, l e t t e r  to R e p r e s e n t a t i v e  R i c k  U e h l i n g  o n  a s i m i l a r  

s u b j e c t .  -<•

I T  IS I M P O R T A N T  T O  M A I N T A I N  A  P R E M I U M  B A S I S  

N E C E S S A R Y  T O  P R O V I D E  S U P P O R T  F O R  S Y S T E M  O B L I G A T I O N S

T h e r e  a r e  s e v e r a l  c o m p o n e n t s  to the c o m p l e t e  w o r k e r s '  c o m p e n s a t i o n  

s y s t e m  w h i c h  a r e  f u n d e d  by' a s s e s s m e n t  o f  i n s u r a n c e  c o m p a n i e s , ,  and 

t h o s e  a s s e s s m e n t s  a r e  a f u n c t i o n  o f  the p r e m i u m s  w r i t t e n .  It wa s  

r e c o g n i z e d  t h a t  s i n c e  all e m p l o y e r s  w e r e  r e q u i r e d  t o  p u r c h a s e  

i n s u r a n c e ,  a s s e s s i n g  i n s u r a n c e  c o m p a n i e s  b a s e d  o n  t h e i r  p r o - r a t a  

w r i t i n g s  o f  w o r k e r s *  c o m p e n s a t i o n  i n s u r a n c e  w a s  a n  e q u i t a b l e  a n d  

e f f i c i e n t  m e a n s  f o r  f u n d i n g  c o l l a t e r a l  a s p e c t s  o f  t h e  w o r k e r s '  

c o m p e n s a t i o n  s y s t e m .  If s i g n i f i c a n t  s h a r e s  o f  p r e m i u m  w e r e  allov/ed 

to " e s c a p e "  the s y s t e m  b e c a u s e  i n s u r a n c e  p o o l s  w e r e  a l l o w e d  to e x i s t  

u n d e r  the s h a m  n a m e  o f  " g r o u p  s e l f - i n s u r a n c e " ,  t h e n  t h e  s s e ss m e n t  

b a s e  w o u l d  b e  r e d u c e d  p l a c i n g  a l a r g e r  b u r d e n  o n  t h o s e  '.mployers 

r e m a i n i n g  i n s u r e d  t h r o u g h  t r a d i t i o n a l  i n s u r a n c e  m a r  ts a n d 

r e l i e v i n g  o t h e r  e m p l o y e r s  o f  t h e i r  o b l i g a t i o n  to p a y  t h e i r  fair 

s h a r e  of t h e s e  c o l l a t e r a l  p r o g r a m  co s t s .

It is, o f  c o u r s e ,  t r u e  that a t r u l y  s e l f - i n s u r e d  e m p l o y e r  d oes 

e s c a p e  s o m e  o f  t h e s e  o b l i g a t i o n s ,  a n d in o t h e r  s t a t e s  t h e r e  h a s  b e e n  

a t e n d e n c y  to r e q u i r e  the t r u l y  s e l f - i n s u r e d  e m p l o y e r  to be 

s u b j e c t e d  to a s s e s s m e n t  to the s a m e  e x t e n t  t h e y  w o u l d  b e  h a d  the y 

b e e n  i n s u r e d  t h r o u g h  a n  i n s u r a n c e  c o m p a n y .  T h o u g h  t h a t  is n o t  the 

c u r r e n t  S t a t e  o f  A l a s k a  la w  w i t h  r e s p e c t  to t r u e  s e l f - i n s u r e d  

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

f i c t i o n  o f  g r o u p  s e l f - i n s u r a n c e  to p e r m i t  s u b s t a n t i a l  a d d i t i o n a l  

p r e m i u m  to b e  r e m o v e d  f r o m  the p r e m i u m  b ase.

Som e o f  t h e s e  c o l l a t e r a l  p r o g r a m s  are:

A s s i g n e d  R i s k  Pool

S i n c e  i n s u r a n c e  is r e q u i r e d  to be c a r r i e d  by a l l  e m p l o y e r s ,  bu t  

i n s u r a n c e  c o m p a n i e s  a r e  not l e g a l l y  o b l i g a t e d  to p r o v i d e  i n s u r a n c e  

to a p a r t i c u l a r  e m p l o y e r ,  it w a s  n e c e s s a r y  to c r e a t e  a m e c h a n i s m  for 

p o o r  r i s k s ,  or  r i s k s  that u n d e r w r i t e r s  c h o s e  n o t  to w r i t e  

v o l u n t a r i l y ,  to o b t a i n  t h e i r  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e .  In 

A l a s k a  an a s s i g n e d  r i s k  pool h a s  b e e n  e s t a b l i s h e d ,  a n d  a n y  e m p l o y e r  

w h o  c a n n o t  o b t a i n  t h e i r  i n s u r a n c e  t h r o u g h  n e g o t i a t i o n  with' a n  

i n s u r a n c e  c o m p a n y  m a y  o b t a i n  t h e i r  i n s u r a n c e  f r o m  t h e  a s s i g n e d  r i s k  

pool at s t a n d a r d  r a t e s . Th e  n e t  cos t  o f  o p e r a t i n g  t h e  a s s i g n e d  r i s k  

porl, that  is, th e  a m o u n t  bv w h i c h  l o s s e s  f r o m  p o o l  r i s k s  e x c e e d  

p r e m i u m  f r o m  p o o l  r i s k s ,  is p a i d  b y  a s s e s s m e n t  o f  a l l  o t h e r  

i n s u r a n c e  c o m p a n i e s  p r o - r a t a  to t h e i r  w r i t i n g s  o f  w o r k e r s '  

c o m p e n s a t i o n  i n s u r a n c e .  In sho r t ,  the c o s t  o f  u n d e r w r i t i n g  p ool 

r i s k s  is b o r n e  by t h e  w o r k e r s '  c o m p e n s a t i o n  s y s t e m .
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I v e r y  m u c h  a p p r e c i a t e  y o u r  a l l o w i n g  m e  a n  o p p o r t u n i t y  to c o m m e n t  on 

y o u r  w o r k  d r a f t  an d  h o p e  tha t  m y  c o m m e n t s  a r e  a v a l u e  to you.

Y o u r s  c o r d i a l l y ,

R i c h a r d  L. B l o c k  

P r e s i d e n t

R B / k r l



DEPARTMENT OF COMMERCE A 
ECONOMIC DEVELOPMENT

DIVISION OF INSURANCE

March 23, 1983

PO U C H D
JUNEA U. A LA S K A  99811  
PHONE: 465-2515

BILL SHEFFIELD, GOVERNOR

Honorable Richard I. Eliason 

Chairman
Committee on Labor and Commerce 

Alaska State Senate 

Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

RE: Positioi- Paper SB 66

The Administration has carefully reviewed the ramifications of SB 66 and 
concludes that the public would best be served by a committee substitute 

that deletes the content of the current bill and replaces it w*th the 
enclosed changes which are similar to those forwarded to you on March 1, 

1983.

SB 66 would allow two or more municipalities to pool their workers' 
compensation liabilities in a self-insured pool. The terms "self- 
insured pool" and "group self-insured" are anomalous terms. Self- 

insurance for two or more entities is insurance. The insurance code 
would normally apply to such situations. The bill as written, however, 

does not treat the combination of municipalities as an insurer. It 
would be more consistent with the general approach of the insurance code 
to treat this combination of municipalities the same as other combina­

tions of other entities.

We recommend that SB 66 be replaced with a CS that would continue the 

regulation of insurers (group self-insurers) in the insurance code and 

apply the requirements for formation of an insurer to a group of muni­
cipalities. The requirements that would apply to municipalities, as 

well as public utilities, can be reasonably eased in view of the nature . 

of those entities. The recommended easing would incorporate four changes. 

These are:

1. Reduction of the financial requirements for municipalities by 
permitting the use of a bond in lieu of cash surplus and by 

reducing the amount of operational surplus necessary;
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2. Removal of any assigned risk liabilities that might otherwise 
accrue to an insurer formed by a group of municipalities or 

public utilities;

3. Reduction of the number of entities required to form a re­
ciprocal insurer; and,

4. Removal of any liabilities in the Alaska Guaranty Association 
for insolvencies of other insurers if the insurer formed by a 

group of municipalities or public utilities is an assessable 

reciprocal insurer.

We believe that this is a reasonable stance which provides adequate 

public protection for claimants and policyholders.

(X
truly yours,

Richard A. Lyon 
Commissioner

RAL/cw#2113

Enclosure

cc: Art Peterson
• Department of Law
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1983

House Labor and Commerce C o m m i tt ee  
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Co mmittee  Members;

The purpose of this letter is to explain  our support lor 
HB 308 and provide you with ba ck g ro u nd  information regarding 
the insurance program our a s s oc i at i on  provides its members.

In 1979, jhe Alaska Rural Elect ri c Coop e ra t iv e A ss oc iation 
applied to the Workers' C o m p e n s a t i o n  Board for a sel f-i ns ur ance 
ce rt if icate for our member utilities. The c e rtifica te  was 
issued effective Janua ry  1, 1980, and was renewed for a year 
ef fe ct iv e January 1, 1981. Our pr og ra m has been completely 
successful in meetin g its oblig a t io ns  to the employees of its 
participants and in saving the partic ipants subst antial sums 
of money in insurance costs. Other associations, including 
the Municipal League, expressed interest in adopting group 
se lf-ins ur an ce programs mo d el ed  after ours.

At the beginning of 1982, our c er t i f i c a t e  was renewed for 
only a few months, and we were told that the Board was 
"revie wing the si tu ation." In February 1982, Ms. Jacqu el in e 
M cClintock of the Department of Labor requested an Attorney 
Ge neral's opinion re ga rd in g the legal status of group self- 
insurance programs in Alaska. In April, the Attorney  General's 
opinion declared that since group self- in s u ra n ce  is not 
sp ecific al ly  menti oned in the A l as ka  statutes and it is in 
some other jurisdictions, it can be interpreted that group 
se lf -i ns urance  is not aut horized in this state.

Based on this opinion from the At t or ne y  General, the Workers' 
C om p ensatio n Board terminated our ce rt ificat e effective 
September 30, 1982. We appealed this action to the Superior 
Court, and we were successful in obtaini ng  a stay of the 
Board action pending appeal. At the present time we are self- 
insured as a g r o u p  by order of the Superior Court.

DEMOCRACY IN ACTION
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In principle, what our p r o g ra m does, is to buy a g r ou p  i n s u r­
ance policy with a large deductible, and the deductible 
amount is shared w it hi n  the group. Our retained risk on 
wor ke r' s com p en s at i on  claims is $20 0,000 per occurrence.
A bove that level, we are insured by an excess insurance 
company. Corroon  & Bl a ck / D a w s o n  & Company is our broker and 
has be en  since the b eg i nn in g of our program. Each year they 
c al cu late what the comme r ci a l insurance prem i um  would be for 
each of our members, including the individual experi en ce  m o d i­
fication for each member. Our Board of Directors then d e t e r­
mines  what discount, if any, will be allowed to the p a r t i c­
ipants for that year. Discounts in our progr am  have been: 
1980-0, 1981-10%, 1982-15%, 1983-15%.

We have an active safety pro gr a m for our members which is 
paid for as a coat of our se lf -insura nc e program. Claims are 
administered on a pr ofessio na l basis for us by Scott W etzel  
Services. After paying expenses and claims (including reserves 
for claims not yet paid), we have finished each year with a 
su bs tantial surplus which is held in trust for our members.
This money is retained in the program for a few years in 
order to make sure we have an adequate reserve on hand, but 
these savings will be paid back to our members. The ultimate 
b e n e fi c ia r ie s of our prog ra m  are the electric consumers.

We must have a legislative resolution of our uncertain status 
this year. We began this session by seeking leg islation to 
specific al ly  au thorize g r o u p  self-insurance. This proposal 
was v i go r ou s ly  opposed by portions of the insurance industry.
The Senate Labor and Commerc e Co mm it tee fashioned a compromis e
which was later introduced as HB 308.

Th e c o m p r o m i s e  b a s i c a l l y  p ro vi de s:

(1) We will give up our status as a self-insured gr o up  and 
become a reciprocal iosurer. This will require us to 
e st a bl is h and m a i nt a in  reserves of $1,125,000 and place 
us under regul at ion of the Division of Insurance.

(2) The reciprocal insurer statutes would be amended to make 
it possible for us to qu al ify as a reciprocal, and
reciprocals would be relieved of inappropriate cost
factors to which they are now subjected.

Section 1 exempts re ciprocals from participating in the assigned 
risk pool.. By its very nature a reciprocal is a mutual e n t e r­
prise which only serves its members. It is inappropriate 
that reciprocals should be forced to help provide insurance to 
the high risk busi ne s s es  in other industries.
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Sections 2 and 4 deal only with r e ciproca ls  est ab li shed by 
m unicip al it ies, so I will make no co mment on them.

S ection 3 reduces the number of pa r ti c i p a n t s  required to 
estab lish a recip r oc a l from 25 ,o 2. This is e sp ecially  
important to us beca u se  there are only 14 ele ct ri c c o o p e r a­
tives in Alaska.

Sections 5 and 6 exempt a ss e ss ab l e re ci p ro c al s or ga ni ze d by 
m u ni c i p a l i t i e s  or pu bl ic  utilities from pa r ti c i p a t i o n  in the 
insurance compan y g u a r a n t e e  fund. The pu rp ose of the fund is 
to protect policy holders  agains t loss in case of financial 
failure by an ins urance company. The financial r es po n si b il i ty  
of an assessa bl e recip ro c al  is g u ar a n t e e d  by its participants.

The fund could only b e  called upon to pay the claims for such 
a reciprocal in the event of b a n k r u p t c y  of all of its 
particip ants. Section 5 ex em pt s these re ci procals from the 
ben efits"  of the fund, and Se ct io n 6 exempts them from the 

costs of the fund.

We  think this is a reaso na bl e compromise, and we give it our 
full support. Please give this bill a "do pass" re c om me n da t io n  
and help g^' it enacted.

The  only change we reco mmend is the c o rr e ct i on  of a printing 
error on page 2, line 15. Only the co mma should be underlined, 
not the word Alaska.

S i n c e r e l y ,

D a vi d H u t c h e n s  
E x e c u t i v e  Di re c t o r
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I n t r o d u c e d :  3 / 3 0 / 8 3
R e f e r r e d :  L a b o r  & C o m m e r c e

B Y  T H E  L A B O R  A N D
1 I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

2 H O U S E  B I L L  NO. 308

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to i n s u r a n c e . "

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

8 * S e c t i o n  1. AS 2 1 . 3 9 . 1 5 5 ( a )  is a m e n d e d  to read:

9 (a) T h e  d i r e c t o r  m a y  r e q u i r e  c a r r i e r s ,  e x c e p t  a r e c i p r o c a l
</! G,/Pe>L*/>

10 i n s u r e r  f o r m e d  u n d e r  A S  21.75, as a c o n d i t i o n  of w r i t i n g  a lin e  of

11 i n s u r a n c e  d e a l i n g  w i t h  w o r k e r s '  c o m p e n s a t i o n ,  to p a r t i c i p a t e  i n  a n

12 a s s i g n e d  r i s k  p o o l  if t h e  d i r e c t o r  finds tha t  m a n d a t o r y  c a r r i e r  par-

13 t i c i p a t i o n  is in the p u b l i c  i n t e r e s t .

14 * Sec. 2. A S  2 1 . 7 5 . 0 5 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i jn to read:

15 (c) A  d o m e s t i c  r e c i p r o c a l  i n s u r e r  f o r m e d  u n d e r  t his c h a p t e r  b y

16 two o r  m o r e  m u n i c i p a l i t i e s  s h a l l  (1) c o m p l y  w i t h  (a) o f  this s e c t i o n

17 or pos t  a b o n d  fo r  an a m o u n t  e q u a l  to th e  c a p i t a l  t hat w o u l d  be re-

18 q u i r e d  of a d o m e s t i c  s t o c k  i n s u r e r  w r i t i n g  the s a m e  l ines of i n s u r a n c e

19 fo r  w h i c h  t h e r e c i p r o c a l  i n s u r e r  s ee k s  to be a u t h o r i z e d ,  a n d  (2)

20 m a i n t a i n  a s u r p l u s  of $ 2 5 0 , 0 0 0  o r  a s u r p l u s  s u f f i c i e n t  to o p e r a t e  t h e

21 r e c i p r o c a l  i n s u r e r  for one ye a r ,  w h i c h e v e r  is g r e a t e r .

22 * Sec. 3. A S  2 1 . 7 5 . 0 6 0 ( a )  is a m e n d e d  to read:

23 (a) T w o  [ T W E N T Y - F I V E ]  o r  m o r e  p e r s o n s  d o m i c i l e d  in t his s t a t e

24 m a y  o r g a n i z e  a d o m e s t i c  r e c i p r o c a l  i n s u r e r  a n d  m a k e  a p p l i c a t i o n  to the

25 d i r e c t o r  f o r  a c e r t i f i c a t e  o f  a u t h o r i t y  to t r a n s a c t  i n su r a n c e .

26 * Sec. 4. A S  2 1 . 7 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

27 Sec. 2 1 .7 5 . 3 4 0 .  D E F I N I T I O N S .  I n  t his c h a p t e r  " m u n i c i p a l i t y "

?3 m e a n s  a p o l i t i c a l  s u b d i v i s i o n  i n c o r p o r a t e d  u n d e r  the laws of t h e  s t a t e

29 that is a h o m e  rule o r  g e n e r a l  l a w  city, a h o m e  r u l e  o r  g e n e r a l  la w
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b o r o u g h ,  o r  a u n i f i e d  m u n i c i p a l i t y .

* Sec. 5. A S  2 1 . 8 0 . 1 8 0 ( 5 )  is a m e n d e d  to read:

(5) " i n s o l v e n t  i n s u r e r "  m e a n s  an  i n s u r e r

(A) a u t h o r i z e d  to t r a n s a c t  i n s u r a n c e  in thi s  state,

e x c e p t  an a s s e s s a b l e  r e c i p r o c a l  i n s u r e r  f o r m e d  b y  m u n i c i p a l i t i e s  

•o r -iwh -l-irg— the  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ^  

a n d  the H e a l t h  C a r e  P r o v i d e r s  J o i n t  U n d e r w r i t i n g  A s s o c i a t i o n  

e s t a b l i s h e d  u n d e r  A S  2 1 . 8 8 . 0 1 0  - 2 1 . 8 8 . 9 00 ,  e i t h e r  at the t ime 

the p o l i c y  w a s  i s s u e d  o r  w h e n  the i n s u r e d  e v e n t  o c c u r r e d ,  and

* Sec. 6. A S  2 1 . 8 0 . 1 8 0 ( 6 )  is a m e n d e d  to read:

(6) " m e m b e r  i n s u r e r "  m e a n s  a person, e x c e p t  an a s s e s s a b l e  

r e c i p r o c a l  i n s u r e r  form e d  by m u n i c i p a l i t i e s  or p u b l i c  u t i l i t i e s ,  the 

M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ,  and the H e a l t h  Care P r o v i d e r s  

J o i n t  U n d e r w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  AS 2 1 . 8 3 . 0 1 0  - 21.-

88.900, who

(B) d e t e r m i n e d  to be  i n s o l v e n t  b y  a c ourt of c o m p e t e n t

j u r i s d i c t i o n ;

(A) w r i t e s  any k i n d  o f  i n s u r a n c e to w h i c h  A S  21,. 80.- 

> 0 1 0  - 2 1 . 8 0 . 1 9 0  a p p l y  u n d e r  A S  2 1 .80.020 i n c l u d i n g  the e x c h a n g e  

^ o f  r e c i p r o c a l  o r  i n t e r - i n s u r a n c e  c o n t r a c t s ,  a n d

(B) is l i c e n s e d  to t r a n s a c t  i n s u r a n c e  in this state;

HB 308 - 2 -



H o n o r a b l e  W a l t  Furna ce , C h a i r m a n  
L a b o r  and  C o m me r ce  C o m m i t t e e  
Ho use of R e p r e s e n t a t i v e s  
P ou ch  V
Juneau, Alaska, 99811

Re: H o u s e  Bill 308

D e a r  R e p r e s e n t a t i v e  Furnace,

It has come to m y  att-ention that there .is some 
m i s u n d e r s t a n d i n g  c o n c e r n i n g  h o w  the w o r k e r s ' c o m p e n s a t i o n  
a s s i gn e d risk pool o p er a t e s  in this State, and 
p ar ti cu la r ly ,  h o w  '“he o p e r a t i o n  di ff e r s fr o m  the o p e r a t i o n  
of the a u to m o b i l e  a s s i g n e d  ri s k plan.

The a ut o mo b il e a s s i g n e d  risk pl an  operat es  as a m e c h a n i s m  
for a s s i g n i n g  , in rotation, to all ca r ri e rs  w r i t i n g  
au to m o b i l e  insurance, those risks w h i c h  cann ot o b t a i n  auto 
insurance  in the v o l u n t a r y  market. The c a r r i e r  that 
r ec e i v e s  the a s s i g n m e n t  charges and keeps the p r e m i u m  due 
in respe ct  of that p o l i c y  and pays the claims a r i s i n g  out of 
that policy. The carr i er  to w h i c h  that ri s k is a s s i g n e d  
lives w i t h  the fo r tu ne s  of the p a r t i c u l a r  risks  a s s i g n e d  to 
it.

On the other hand, the workers' c o m p e n s a t i o n  a s s i g n e d  ris k 
pool opera te s as a sep a ra t e i n s u r in g  f a c i l it y  that takes the 
p r e m i u m  from all r is ks u s i n g  the fac il i ty  and pays all 
claims ari s in g  out of those risks. The f a c i l i t y  is o p e r a t e d  
by the National C o u n c i l  on C o m p e n s a t i o n  Insur ance, an 
insurance i n d u s t r y  f u nd ed  and m a n a g e d  r a t i n g  and s t a t i s t i c a l  
bureau. T he day to day h a n d l i n g  of the a d m i n i s t r a t i v e  
functions-, such a s ' p o l i c y  issuance, c l a i m  h a n d l i n g ,  audit, 
collection, etc. is h a n d l e d  b y  some of the c a r r ie r s in this 
state on a c on tract basis. The carrie rs  d o i n g  that w o r k  
have solicited the ri g ht  to p r o v i d e  that s e rv i ce  at a fee.
No carrier is o b l i g a t e d  to se rv ice work er s' c o m p e n s a t i o n  
a s s ig ne d  risk policies.

At the end of the year, the net di f fe r e n c e  b'.tween cl ai ms  
and expense on the one ha nd  and p r e m i u m s  on. the other, pai d 
and re c e iv e d by the po o l are charge d or p a i d  p r o - r a t a  to all 
insurers w r i t i n g  worker s'  c o m p e n s a t i o n  in the State.

It can thus be seen that a r e c i p r o c a l  in su r er  s e e k i n g  to 
prov i de  its a d m i n i s t r a t i v e  fa c il i ti e s only to its m e m b e r s ,  
is not, by v i r tu e  of p a r t i c i p a t i n g  in the work er s' 
c om p ensatio n a s s i g ne d risk poo l o b l i g a t e d  to do m o r e  than 
pay its p ro-ra ta  share of the net  re sul ts in the pool.

It remains our firm p o s i t i o n  that the r e c i p r o c a l  i n s u r e r s  
w r i t i n g  workers' c o m p e n s a t i o n  s h ou ld  share in the n e t  cost



of the pool in the same w a y  as do all other ca rr i er s  doing 
b u s i n e s s  in this state.

T h a n k  y ou  f o r  the o p p o r t u n i t y  to clar if y  this point.
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T h e  H o n o r a b l e  W a l t e r  F u r n a c e  
C h a i r ,  L a b o r  & C o m m e r c e  C o m m i t t e e  
A l a s k a  S t at e H o u s e  
P o u c h  V
J u n e a u ,  A l a s k a  9 981 1 

Re: H B  308

D e a r  R e p r e s e n t a t i v e  F u r na ce :

Th is  l e t t e r  is s u b m i t t e d  on beh al f of the A m e r i c a n  
I n s u r a n c e  A s s o c i a t i o n .

T h e  b a s i c  j u s t i f i c a t i o n  f o r  r e g u l a t i o n  of th e 
i n s u r a n c e  i n d u s t r y  is to p r o t e c t  b u y e r s  of i n s u r a n c e  and 
i n j u r e d  p a r t i e s  a g a i n s t  the i n s o l v e n c y  or i n c o m p e t e n c y  of 
i n s u r e r s ,  and to a s s u r e  t ha t b e n e f i t s  will  be  t h er e w h e n  
t h e y  a r e  n e e d e d .  T h u s ,  c a p i t a l i z a t i o n  r e q u i r e m e n t s ,  
g u a r a n t y  a s s o c i a t i o n s  and  the li ke  are p r o v i d e d  as m e a n s  of 
p r o t e c t i n g  t h o s e  w h o  r e l y  on the insu ran ce , and a s s i g n e d  
r i s k  p o o l s  ar e  s et  up  to be s u r e  that the i n s u r a n c e  is 
a v a i l a b l e  to al l w h o  ne ed  it.

The c o s t s  of t h e s e  p r o t e c t i v e  m e a s u r e s  are u l t i­
m a t e l y  b or ne  by the i n s u r a n c e - b u y i n g  pu b l i c ,  as they  are 
p a s s e d  along by i n s u r e r s  as c o s t s  of d oi ng b u s i n e s s .

W h e n  it is s u g g e s t e d  that these s a f e t y  m e a s u r e s  
s h o u l d  not a p p l y  to c e r t a i n  i n s u r e r s ,  we ha ve  to ask, f irs t 
w h e t h e r  the i n s u r e d s  and c l a i m a n t s  d i r e c t l y  i n v o l v e d  are 
a d e q u a t e l y  p r o t e c t e d ;  an d  se c o n d ,  w h e t h e r  the b i l l  is fair 
to the o t h e r  c o m p a n i e s ,  and t h e i r  c us t o m e r s ,  w h o  p a y  for the 
g u a r a n t y  a s s o c i a t i o n ,  a s s i g n e d  ri s k pool, etc.

The a s s i g n e d  r is k p o o l  for w o r k e r s ’ c o m p e n s a t i o n  
d o e s  not r e q u i r e  that p a r t i c i p a t i n g  in su r e r s  take on i n d i­
vi d u a l  i n s u r e d s  as t h e i r  o w n  i n s u r e d s .  T h e r e  is a s e r v i c i n g  
c a r r i e r  for the pool, and the r e s i d u a l  cost of the p oo l (the 
a m o u n t  not p i c k e d  up in p r e m i u m  c h a r ge s)  is a s s e s s e d  to the



T h e  H o n o r a g l e  W a l t e r  F u r n a c e  
A p r i l  21, 1983 
P a g e  T w o

o t h e r  in sur er s. I a m  n o t  s u r e  w h a t ,  if any, a s s e s s m e n t s  
h a v e  b e e n  m a d e  in r e c e n t  y e a r s ?  the d i r e c t o r  of i n s u r a n c e  
w o u l d  know. G i v e n  t h a t  r e c i p r o c a l s  are no t a s k e d  to take 
a s s i g n e d  ri s k i n s u r e d s  as m e m b e r s ,  o r eve n to s e r v i c e  them, 
we m u s t  ask w h a t  s o c i a l  p o l i c y  is b e i n g  s e r v e d  by e x e m p t i n g  
o n e  f o r m  of i n s u r e r  f r o m  th e c o n t i n g e n t  l i a b i l i t y  of the 
p o o l ' s  ex p en se .

Th e b i l l  a l s o  e x e m p t s  s o m e  r e c i p r o c a l s ,  t h o s e  w h o  
i s s u e  a s s e s s a b l e  p o l i c i e s ,  f r o m  the G u a r a n t y  A s s o c i a t i o n ,  
( S e c t i o n s  5 and 6). T o  the e x t e n t  th at  f i n a n c i a l  r e q u i r e­
m e n t s  are  l e s s e n e d  (as in S e c t i o n  2 of the b i ll , r e l a t i n g  to 
m u n i c i p a l  r e c i p r o c a l s ) ,  t h e y  s h o u l d  p r o b a b l y  n o t  be i n c l u d e d  
in th e G u a r a n t y  A s s o c i a t i o n ,  s i n c e  that w o u l d  u n f a i r l y  
b u r d e n  o t h e r  m e m b e r s  w h o  h a v e  h ad  to g u a r d  a g a i n s t  i n s o l­
v e n c y  by m e e t i n g  m o r e  s t r i n g e n t  c a p i t a l i z a t i o n  s t a n d a r d s .  
I r o n i c a l l y ,  by r e c o g n i z i n g  t h a t  a s s e s s a b l e  r e c i p r o c a l s  are 
s o m e w h a t  b e t t e r  a b l e  to s t a n d  on t h e i r  own t h a n  n o n - a s s e s s -  
a b l e  r e c i p r o c a l s ,  the b i l l  p u t s  o n l y  t hos e w h o  ar e m o r e  
l i k e l y  to ha v e s o l v e n c y  p r o b l e m s  on the ba cks  o f  the s o l v e n t  
i n s u r e r s .  P e r p h a p s  a s e p a r a t e  s o l v e n c y  m e c h a n i s m  for s e l f­
i n s u r e d s  and a n y  o t h e r s ,  li ke  the  p r o p o s e d  m u n i c i p a l  r e c i p­
r o c a l s ,  w h o  h a v e  l e s s e r  f i n a n c i a l  s t a n d a r d s  s h o u l d  be 
c o n s i d e r e d .

It m a y  be th a t the s p e c i a l  r e l a t i o n s h i p  of the 
L e g i s l a t u r e  t o  t h e  m u n i c i p a l i t i e s ,  a n d  t h e i r  u l t i m a t e  
g u a r a n t e e s  of s o l v e n c y  by t a x a t i o n  or state a p p r o p r i a t i o n ,  
m a k e s  it p o s s i b l e  to a l l o w  s o m e w h a t  l o w e r  f i n a n c i a l  r e q u i r e­
m e n t s  for m u n i c i p a l  r e c i p r o c a l s ,  as is do n e in th is  bill. 
W e  d o  not b e l i e v e  it is fa i r fo r t h e m  to be e x e m p t e d  as w e l l  
f r o m  c a r r y i n g  t h e  o t h e r  n o r m a l  b u r d e n s  of i n s u r a n c e  in this 
st a te , h o w e v e r ,  w h e r e  the r e s u l t  w o u l d  be to i n c r e a s e  the
b u r d e n  on ot her i n s u r e d s .  W e  a l s o  s u g g e s t  that, w h a t e v e r
a r g u m e n t s  e x i s t  to c r e a t e  s p e c i a l  e x c e p t i o n s  f o r  m u n i c i p a l i­
t i e s ,  t h e y  d o  n o t  a p p l y  to  c o m m e r c i a l  o r g a n i z a t i o n s ,
i n c l u d i n g  p u b l i c  u t i l i t i e s .  It is a li ttl e d i f f i c u l t  to see
w h e r e  the line is n e x t  to be d r a w n  - do c e r t i f i c a t e d  air 
c a r r i e r s  o c c u p y  the s a m e  k i n d  of f a v o r e d  p o s i t i o n ?

Th e  p o l i c i e s  b e h i n d  the i m p o s i t i o n  of t h e s e  b u r d e n s  
are  w e l l  t h o u g h t  out, and the m e c h a n i s m s  h a v e  g e n e r a l l y  
w o r k e d  well. A n y  e x c e p t i o n  to t h e m  sh o ul d s t a n d  on s t r o n g
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p o l i c y  g r o u n d s  arid be fair to o t h e r  insureds in this state, 
and we su gg es t  that Se ct i on s  1, 5 and 6 of this bill do not 
m e e t  those standards.

T h an k  you for the chanc e to com me n t on this bill.

MTT./pl
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T E S T I M O N Y  H O U S E  B I L L  308

T h e  A R E C A  i n s u r a n c e  p r o g r a m  w a s  f o r m e d  to i n s u r e  m e m b e r  R E A ' s  
fo r G e n e r a l  L i a b i l i t y ,  A u t o  L i a b i l i t y ,  W o r k e r ' s  C o m p e n s a t i o n  a n d  
a l s o  to  d e v e l o p  b r o a d e r  c o v e r a g e s  a nd  s t a b i l i z e  p r i c i n g  of  t h e i r  
i n s u r a n c e  c o v e r a g e s .

T h e  i n s u r a n c e  c o s t  is l i m i t e d  t o r e i n s u r a n c e  c o s t  p l u s  c l a i m s  
a n d  loss  p r e v e n t i o n  s e r v i c e s .  T h i s  e l i m i n a t e s  th e  R E A ' s  h a v i n g  
to p u r c h a s e  i n s u r a n c e  fr o m a c a r r i e r  at  c o s t  p l u s  i n s u r a n c e  
c o m p a n y  p ro fi t.

I n s u r a n c e  C o m p a n i e s  w i l l  l os e p r o f i t  an d  t h e r e f o r e  w i l l  be 
o p p o s e d  to f o r m a t i o n  o f  su c h R e c i p r o c a l  i n s u r a n c e  c o m p a n i e s .

S i n c e  th e r e c i p r o c a l  i n s u r e r s  w i l l  b e n o n  p r o f i t  s u c h  c s A R E C A ,  
the s a v i n g s  w i l l  u l t i m a t e l y  b e  p a s s e d  o n to c o n s u m e r s  in the 
f o r m  o f  l o w e r  a n d  o r  m o r e  s t a b l e  u t i l i t y  rates.

W h i l e  w e  s y m p a t h i z e  w i t h  t h e i n s u r a n c e  c a r r i e r  f o r l os s of 
p r o f i t  w e  feel th e  p u b l i c  i n t e r e s t  is b e s t  s e r v e d  b y  a l l o w i n g  
p u b l i c  u t i l i t i e s  to f o r m  a R e c i p r o c a l  i n s u r a n c e  c o m p a n y

B y  p a r t i c i p a t i o n  in t he  A s s i g n e d  R i s k  Pool, a s m a l l  r e c i p r o c a l  
su c h as A R E C A  w o u l d  b e  r e d u c i n g  t h e i r  s u r p l u s  w i t h  no  g r e a t  
b e n e f i t  to the  p r o f i t  s t r u c t u r e  of  s t a n d a r d  c a r r i e r ' s .
It w o u l d  a p p e a r ,  t h e r e f o r e ,  to be an i n s i g n i f i c a n t  and  m i n i m a l  
b e n e f i t  for  th e l a r g e  p a r t i c i p a t i n g  c a r r i e r  b u t  at th e  sa me  t im e 
a s i g n i f i c a n t  a n d  u n n e c e s s a r y  e x p o s u r e  to the r e c i p r o c a l  
in s ur or . W e  m u s t  r e m e m b e r ,  ag ai n,  t ha t in the  c a s e  of A R E C A  
w h i c h  is c o m p r i s e d  of o n l y  13 n o n - p r o f i t  RE A' s,  th e p a s s a g e  of 
H o u s e  B i l l  308 in its p r e s e n t  f o r m  w i l l  p r o v i d e  c o s t  s a v i n g s  to 
a p p r o x i m a t e l y  10 0 , 0 0 0  c o n s u m e r s .

Y o u  m a y  h e a r  t e s t i m o n y  f r o m  i n s u r a n c e  c o m p a n i e s  w h o  w a n t  this 
b i l l  c h a n g e d  to r e q u i r e  p a r t i c i p a t i o n  in the w o r k m e n s  
c o m p e n s a t i o n  a s s i g n e d  r i s k  po ol. I s u b m i t  to the  c o m m i t t e e  t h a t  
t h e i r  r e a s o n i n g  is s t r i c t l y  f r o m  a s e l f i s h  n a t u r e ,  a n d  so me  t h a t  
c o m e  to m i n d  ar e  as fo llo ws :

I n s u r a n c e  c o m p a n i e s  w o u l d  lose  p r o f i t s  b e c a u s e  the  r e c i p r o c a l  
i n s u r o r  w o u l d  w r i t e  b u s i n e s s  at  c o s t  an d  i n s u r a n c e  c o m p a n i e s  
w o u l d  no t h a v e  a c h a n c e  to w r i t e  t h e t s  v a r i o u s  a c c o u n t s  in the 
o p e n  m a r k e t .

Insurance Surely Hands Consultants
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S e n a t e  B i l l  66 
P a g e  T w o

T o  s y n o p s i s ,  I n s u r a n c e  c o m p a n i e s  w i l l  s t a t e  t h a t  t h e y  b e l i e v e  
r e c i p r o c a l  i n s u r o r s  s h o u l d  p a r t i c i p a t e  in the  A s s i g n e d  R i s k  Poo], 
to p r i m a r i l y  a l l o w  for  r e d u c t i o n  of  t h e i r  c o n t r i b u t i o n  for 
p a y m e n t  o f  losses.

T h i s  is t o t a l l y  w i t h o u t  m e r i t ,  a n d  w e  s u b m i t  the f o l l o w i n g  f ac ts 
in a r g u m e n t :

(A) T h e  r e c i p r o c a l  i n s u r o r  p e r c e n t a g e  w o u l d  be so small, 
t h e r e  w o u l d  be  no  s i g n i f i c a n t  b e n e f i t  for t h e i r  
p a r t i c i p a t i o n .

(B) T h e  s t a t e m e n t  is m e a n t  to c r e a t e  d o u b t  a n d  u n c e r t a i n t y  
as to a c o n t i n g e n t  l i a b i l i t y  o f  the p o t e n t i a l  
r e c i p r o c a l  m e m b e r  so t h a t  the r e c i p r o c a l  w i l l  n o t  
b e c o m e  a r e a li ty .

(C) T h e  e n d  r e s u l t  o f a r e c i p r o c a l  no t  b e i n g  f o r m e d  w o u l d  
p l a c e  e a c i  m e m b e r  b a c k  i n t o  the o p e n  m a r k e t ,  thus  the 
i n s u r a n c e  c o m p a n i e s  w o u l d  be a b l e  to w r i t e  b u s i n e s s  at 
a p r o f i t .  T h i s  is t h e i r  u l t i m a t e  goal.

I u r g e  p a s s a g e  of  the b i l l  in its c u r r e n t  form.

R e s p e c t f u l l y  S u b m i t t e d ,

Vvayne vv. u r o w n , jr.
C h i e f  O p e r a t i n g  O f f i c e r
C o r r o o n  & B l a c k / D a w s o n  & C o . , Inc.

W B / c m p



MAW Alaska National
reCKy'i&lx / i n s u r a n c e  c o m p a n y

A policy of service and protection

A p r i l  6, 1983

Th e  H o n o r a b l e  W a l t  F u r n e s s ,  R e p r e s e n t a t i v e  

C h a i r  H o u se

L a b o r  and C o m m e r c e  C o m m i t t e e  

A l a s k a  S t a t e  S e n a t e  

P o u c h  Y

J u n e a u ,  A l a s k a  99811

Re: HB # 3 0 8  A n  A c t  r e l a t i n g  to i n surance.

D e a r  Hr. F u r n e s s :

T h i s  m e a s u r e  in its c u r r e n t  form is v e r y  m u c h  o p p o s e d  by us. O n  the 

o t h e r  hand, the a reas of our  s e r i o u s  c o n c e r n  ca n  be e a s i l y  r e m edied 

by some a m e n d m e n t s ,  in w h i c h  c a s e  the g e n e r a l  thrust of the bill

w o u l d  be a c c e p t a b l e .  We, t h erefore, u r g e  the C o m m i t t e e  to adopt the

r e c o m m e n d e d  a m e n d m e n t s  if it inte nd s  to p r o c e e d  w i t h  this 

leg is l a t i o n .

B A C K G R O U N D

F o r  reasons, some of w h i c h  m a y  be valid, the m u n i c i p a l  league, or at 

least s e v e r a l  m u n i c i p a l i t i e s ,  h a v e  felt it d e s i r a b l e  to have 

s t a t u t o r y  a u t h o r i t y  to e s t a b l i s h  a m e a n s  of e x c h a n g i n g  i n s u r a n c e

c o n t r a c t s  a m o n g  t h e m s e l v e s  as an a l t e r n a t i v e  to p u r c h a s i n g  i n s u r a n c e  

f r o m  c o m m e r c i a l  i n s u r a n c e  markets. At an :arly stage in the 

l e g i s l a t i v e  p r o c e s s  w h e n  the m u nicipa. i t y 's i n te r e s t  in e s t a b l i s h i n g  

t h e i r  own i n s u r a n c e  p r o g r a m  first b e c a m e  k n o w n  to us, we s u g ge s t e d  

u s i n g  the r e c i p r o c a l  i n s u r e r  a u t h o r i t y  a l r e a d y  g r a n te d  in the 

I n s u r a n c e  Code. The y  h a v e  a c c e p t e d  this r e c o m m e n d a t i o n  and H o u s e  

Bi l l  308 is the result. U n f o r t u n a t e l y  in the d r afting, several 

s p e c i f i c  e x c e p t i o n s  fr o m  a p p r o p r i a t e  o b l i g a t i o n s  i m p o se d  on i n surers 

w e r e  ca r v e d  out for the m u n i c i p a l  r e c i p r o c a l s ,  and we b e l i e v e  such

is w h o l l y  i n a p p r o pr i a t e .

It is the p u r p o s e  of t his l e t t e r  to i n d i c a t e  t h e s e  a re a s  and to 

p o i n t  out the r e s p o n s i b i l i t i e s  that e v e r y  o t h e r  i n s u r e r  c u r r e n t l y  

ha s  and o ught to hav e  in c o n n e c t i o n  w i t h  s u s t a i n i n g  the workers' 

c o m p e n s a t i o n  s y s t e m  in thi s  State w h i c h  e v e n  a m u n i c i p a l  r e c i p r o c a l  

s h o u l d  be r e q u i r e d  to support.

A S S I G N E D  R I S K  PO O L

[ A S 2 1 . 3 9 . 1 5 5  (a) - HB 3 0 8  P age 1, Line 9 -10]
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T h e  p r o p o s e d  a m e n d m e n t  w o u l d  e x e m p t  all r e c i p r o c a l s  f r o m  h a v i n g  to 

p a r t i c i p a t e  in the c o n t r i b u t i o n s  to the a s s i g n e d  r i s k  pool.

C u r r e n t l y ,  all c o m m e r c i a l  i n s u r e r s  w r i t i n g  w o r kers' c o m p e n s a t i o n  in 

the State of A l a s k a  ar e  r e q u i r e d  to p a y  an a s s e s s m e n t  to s u p p o r t  the 

a s s i g n e d  r i s k  pool. Th e  a m o u n t  of the a s s e s s m e n t  is a p r o - r a t a  

c h a r g e  n e c e s s a r y  to c o v e r  the ex te n t  to w h i c h  lo s s e s  and e x p e n s e s  

e x c e e d  the p r e m i u m  c o l l e c t e d  in the pool. A s s e s s m e n t  b a s e d  o n  

w o r k e r s '  c o m p e n s a t i o n  w r i t i n g s  b y  w o r kers' c o m p e n s a t i o n  c a r r i e r s  is 

a l o g i c a l  w a y  to support the pool s i n c e  it s p r e a d s  the cost fo r 

s u p p o r t i n g  the u n d e s i r a b l e  risks a m o n g  all o t h e r  e m p l o y e r s  in the 

S t a t e.  C u r r e n t l y ,  any e m p l o y e r  i n s u r e d  in a c o m m e r c i a l  insurer, 

i n c l u d i n g  all m u n i c i p a l i t i e s  w h i c h  a r e  i n s u r e d by c o m m e r c i a l

i nsurers, are p a y i n g  i n d i r e c t l y  the a s s e s s m e n t  to s u p p o r t  the 

a s s i g n e d  r i s k  p o o l .

To the e x t e n t  tha t  a g r o u p  of e m p l o y e r s  are e x e m p t e d  f r o m  h a v i n g  to 

p a y  their p r o - r a t a  share, the b u r d e n  falls on a s m a l l e r  p o p u l a t i o n  

w h o  mus t  t h e n  p a y  a h i g h e r  a s s e s s me n t .  In effect, by e x e m p t i n g  the 

m u n i c i p a l  r e c i p r o c a l  f r o m  h a v i n g  to p a y the a s s i g n e d  r i s k  pool, all 

o t h e r  e m p l o y e r s  are g o i n g  to h a v e  to pay a s l i g h t l y  h i g h e r  

a s s e s s m e n t .

We find it t o t a l l y  i n e q u i t a b l e  and w i t h o u t  j u s t i f i c a t i o n  that the 

m u n i c i p a l i t i e s  as e m p l o y e r s  be r e l i e v e d  of any o b l i g a t i o n  w h i c h  any 

o t h e r  e m p l o y e r  is o b l i g a t e d  to pay as part of the cost of h i r i n g  

e m p l o y e e s  in this State.

F u r t h e r m o r e ,  b e c a u s e  of the w a y  the p r o v i s i o n  wa s  d ra f t e d ,  all 

r e c i p r o c a l s  are e x c l u d e d.  As d r afted, this m e a n s  that the T i m b e r  

I n s u r a n c e  E x c h a n g e ,  w h i c h  is a p r i v a t e  c o m m e r c i a l  r e c i p r o c a l  i n s u r e r  

o w n e d  and o p e r a t e d  by the loggers, w o u l d  a lso be e x e m p t e d  f r o m

s u p p o r t i n g  the a s s i g n e d  r i s k  pool. I b e l i e v e  this was  n o t  i n t e n d e d

b u t  is the re s u l t  of :an e r r o r  in d r a fting.

R E C O M M E N D A T I O N

S e c t i o n  1 o f  the p r o p o s e d  bill be s t r i c k e n  in its e n t i r e t y .

A L L O W A B L E  F U N D I N G

[ S e c t i o n  2 A S 2 1 . 7 5 . 0 5 0  (c) - HB *>308 P a g e  1, Lin e  15 - 21]

T h i s  p r o v i s i o n  a l l o w s  o n l y  those r e c i p r o c a l s  w h i c h  are fo rm e d  by two 

or m o r e  m u n c i p a l i t i e s  to post a bon d in lieu of o t h e r w i s e  a d m i s s i b l e  

a s s e t s  to c a p i t a l i z e  the r e ci p r o c a l  insurer. F r a n kl y ,  wr. b e l i e v e  

t ha t  pl ac e s  the m u n i c i p a l i t i e s  in the p o s i t i o n  of e s t a b l i s h i n g  an 

i n s u r a n c e  c o m p a n y  with little or non e  of the c a p i t a l  r e q u i r e m e n t s  

i m p o s e d  u p o n  any o t h e r  c o m m e r c i a l  i n s u r e r  and is to tl at d e g r e e  

i n e q u i t a b l e .  On the o t h e r  hand, we r ec o g n i z e  that m u n i c i p a l i t i e s
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h a v e  a c e r t a i n  f i n a n c i a l  c a p a b i l i t y  b e c a u s e  of t h e i r  ta x i n g

a u t h o r i t y  w h i c h  o t h e r  c o m m e r c i a l  e m p l o y e r s  do n o t  have, and

t herefore, t h o u g h  we w o u l d  p r e f e r  not to see the s t a t u t e s  d r a f t ed

w i t h  a u t h o r i t y  to p o s t  a b o n d  in lieu of cash, w i l l  n o t  o b j e c t  to

the b i l l  on that g r o u n d  alone.

O n  the o t h e r  hand, t h e r e  ar e two a m e n d m e n t s  that n ee d  to b e  m a d e  to 

this s e c t i o n  in o r d e r  to limit the a u t h o r i t y  to the specific

c o n c e s s i o n s  i n t e n d e d  by th<_ l eg i s lature:

A. Arg u a bl y ,  a r e c i p r o c a l  c ou l d  b e  for m e d  by tw o  or m o r e

m u n i c i p a l i t i e s  and t h e n  insure n o n - m u n i c i p a l i t i e s  as part of 

t heir b u s i n e s s  o p e r a t i o n s .  Such o u g h t  not to b e  p e r m i tt e d ,  

thus, I w o u l d  u r g e  the f o l l o w i n g  r e c o m m e n d e d  a m en d m e n t ;  and

B. The b o n d  s h o u l d  be p e r m i t t e d  o nly for the i n i t ia l  c a p i t a l  and 

not foi any of its r e s e r v e s  o r  surplus.

To m e e t  these p o i n t s ,  I w o u l d  urg e  the f o l l o w i n g  c h a n g e  in language:

"A d o m e s t i c  r e c i p r o c a l  i n s u r e r  fo rm e d  u n d e r  this c h a p t e r  by 

and i n s u r i n g  o n l y , two or m o r e  m u n i c i p a l i t i e s  shall (1) 

c o m p l y  w i t h  (a) of this s e c t i o n  or p ost a b o n d  for an 

amount e q u al  to the capi t a l that w o u l d  b e  r e q u i r e d  of a 

d o m e s t i c  s t o c k i n s u r e r  w r i t i n g  the same lines of in s u r a n c e  

for w h i c h  the r e c i p r o c a l  i n s u r e r  s eeks to be au t h o r iz e d ,  

and (2) m a i n t a i n  a surplus in a d m i t t e d  a s s e t s  of $ 2 5 0 , 0 0 0

or a s u r p l u s  s u ff i c i e n t  to o p e r a t e  the r e c i p r o c a l  i n s u r er

for one year, w h i c h e v e r  is g r e a t e r . "  (E m p h as i s  o n  l a n g ua g e  

to be a d d e d . ]

E X E M P T I O N  OF P U B L I C  U T I L I T I E S  FRO M  G U A R A N T E E  A S S O C I A T I O N .

[Section 5 A S 2 1 . 8 0 . 1 8 0  (5) - Page 2, L i n e  6 and S e c t i o n  6

A S 2 1 . 8 0 . 1 8 0  (6) - Pag e  2, L ine 14.]

Th e s e  s e c t i o n s  d eal w i t h  the G u a r a n t e e  A s s o c i a t i o n ,  w h i c h  is a 

fa c ility e s t a b l i s h e d  by A l a s k a n  law to p r o t e c t  w o r k e r s  w h o s e  

e m p l o y e r  has a c q u i r e d  workers' c o m p e n s a t i o n  i n s u r a n c e  fr o m  an 

i n s u r a n c e  f a c i l i t y  w h i c h  u l t i m a t e l y  b e c o m e s  i n s o l v e n t . The 

p r o t e c t i o n  is p r o v i d e d  t h r o u g h  the G u a r a n t e e  A s s o c i a t i o n ' s  a b i l i t y  

to as s es s  all o t h e r  wo r k e r s '  c o m p e n s a t i o n  i n s u r e r s  d o i n g  b u s i n e s s  in 

the S tate p r o - r a t a  to t h e i r  workers' c o m p e n s a t i o n  i n s u r a n c e  w r i t i n g s  

to p r o v i d e  the funds n e c e s s a r y  to pay the c la i m s  of the i nsolvent 

insurer.

T h e  are two se c t i o n s  in tha t law r e f e r r e d  to in the b i l l  define:

A. W h i c h  in s urers are p r o t e c t e d  by the I n s o l v e n c y  Fund and,

B. W h i c h  i n s u r e r s  m u s t  c o n t r i b u t e  to the a s s e s s m e n t  in the event 

a n o t h e r  i n s u r e r  b e c o m e s  insolvent.
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W e  p o i n t e d  o u t  to the S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  that

e i t h e r  the m u n i c i p a l  i n s u r e r  m u s t  be i n c l u d e d  b o t h  as a c o n t r i b u t o r  

to t h e  a s s e s s m e n t  and be p r o t e c t e d  by the G u a r a n t e e  A s s o c i a t i o n  o r  

e x c l u d e d  f r o m  b o t h  of those. Th e  L a b o r  and C o m m e r c e  C o m m i t t e e  

a g r e e d  and e l e c t e d  to e x c l u d e  the m u n i c i p a l i t y  f r o m  b o t h  the

a s s e s s a b i l i t y  and c o v e r a g e  p r o v i s i o n s  of the G u a r a n t e e  A s s o c i a t i o n .  

W e  s u p p o r t  t h e i r  c h o i c e  in this regard, h o w e v e r ,  in c r e a t i n g  the 

e x c l u s i o n  f r o m  the a p p l i c a t i o n  of the G u a r a n t e e  A s s o c i a t i o n  for 

r e c i p r o c a l s  f o r m e d  by m u n i c i p a l i t i e s  t h e y  a d d ed  r e c i p r o c a l s  for m e d  

by p u b l i c  u t i l i t i e s .

We  a b s o l u t e l y  o p p o s e  the e x c l u s i o n  of a r e c i p r o c a l  f o r m e d  b y  a n y  

c o m m e r c i a l  e n t e r p r i s e  f r o m  the o b l i g a t i o n  i m p o s e d  u p o n  any o t h e r  

c o m m e r c i a l  i n s u r e r  d o i n g  b u s i n e s s  in the State,, T h e r e  is no  r e a s o n  

wh y  a b u s i n e s s  w h i c h  is o p e r a t i n g  in this S t a t e  o w n e d  by

s t o c k h o l d e r s  w h o  h a v e  formed a c o m p a n y  fo r  p r o f i t ,  s h o u l d  be 

e x c l u d e d  from s h a r i n g  in the o b l i g a t i o n s  that all o t h e r  c o r p o r a t i o n s  

f o r m e d  for p r o f i t  are o b l i g a t e d  to s u p port. A l l  the i n s u r e d

e m p l o y e r s  of a n y  o t h e r  c o m m e r c i a l  i n s u r e r  i n d i r e c t l y  c o n t r i b u t e  to 

the G u a r a n t e e  A s s o c i a t i o n  a s s e s s m e n t  b y  v i r t u e  of that cost b e i n g  

l o a d e d  into t h e i r  p r e m i um .  It c r e a t e s  a l ack of c o m p e t i t i v e  p a r i t y  

w h e n  a r e c i p r o c a l  c a n  be formed by a s p e c i a l l y  d e f i n e d  g r o u p  and be  

e x c l u d e d  from h a v i n g  to share in that cost..

R E C O M M E N D A T I O N

We w o u l d  p r o p o s e  tha t  the l a n g u a g e  "or p u b l i c  u t i l i t e s "  b e  s t r i c k e n  

fr o m  b o t h  line 6 and  line 14 of pag e  2 of the bill.

As a furt h e r  m a t t e r  of clarity, on line 5 and line 14 the l a n gu a g e  

s h o u l d  be m o d i f i e d  so that it r e a d s  as follows:

" R e c i p r o c a l  i n s u e r  f o r m e d  by and i n s u r i n g  o n l y  m u n i c i p a l i t i e s . "

We  w o u l d  a p p r e c i a t e  y o u r  f a v o r a b l e  c o n s i d e r a t i o n  of these 

r e c o m m e n d a t i o n s .

R B / k r l



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

W A LT  F U R N A C E .C H A IR M A N  
R IC K  U E H L IN G .  V IC E  C H A IR M A N  

J O H N  C O W D E R Y  
N I IL O  E .  K O P O N E N  

H U G H  M A L O N E  
JO H N  R IN G S T A D  

R O N  W E N  DTE

H o u s e  L a b o r  

A p r i l  5, 1983

To: R e p r e s e n t a t i v e  W a l t  Furnace, C h a ir m an

H o u s e  L a b o r  and C o m m e rc e  Co mm i tt e e

From: J e f f e r s o n  B. B ar r y

P r o f e s s i o n a l  A i d e

Re: H o u s e  Bi l l 308

I n t r o d u c t o r v  A n a l y s i s

H B 30 8  is the same bil l as CSSB66(L &C ).  SB66 was 

i n tr o d u c e d  by the G o v e r n o r  and m o d i f i e d  by the Senate L a b o r  

and C o m m er c e C o m m i t t e e  after p ublic h e a r i n g s  and testimony. 

The bi l l is an a t t e mp t  to a l l o w  m u n i c i p a l i t i e s  and sma ll er  

e m p l oy e rs  to g r o up  t o g e t he r for the p u r p o s e  of w o r k e r s  

c o m p e n s a t i o n  and take ad v an t ag e of the con ce pt  of 

" s e l f - i n s ur an c e" .  At the same time HB 3 08  is d e s i gn e d to 

p ro t e ct  the w o r k e r s  and the p u bl ic  fr o m  any p o t e n t i a l  

p r o b l e m s  of i n a d e q u a t e  rese rves or i mp ro p e r  m a n a g e m e n t  by 

the groups u t i l i z i n g  this approach to p r o v i d i n g  w o r k e r s  

co mpensation. The p r e s e n t  law allows for la rg er  e m p l o y e r  to 

b ec om e  s e l f - i n s u r e d  for the p u r po s e of w o r k e r s  c o m p e n s a t i o n  

if they meet the c r i t e r i a  e s t ab li s he d  by the W o r k e r s  

C o m p e n s a t i o n  Board. S m a l l er  e mp l oy er s or a large e m p l o y e r  

and a n u m b e r  of s m a l l e r  emplo yers cannot b a nd  t o g e th e r and 

b ec o me  "group s e l f - i n s u r e d "  un d er  the current law.

The concept of g r o u p  s el f - i n s u r a n c e  sounds good, but 

there are p r o b l e m s  w i t h  it in practice. First, there is the

P O U C H  V 
J U N E A U .  A L A S K A  99811 

(907) 465-3892

a n d  C o m m e r c e  C o m m i t t e e



v e r y  real  p o t e n t i a l  th at  one m a j o r  ac ci d en t  c ou ld b a n k r u p t  a 

n u m b e r  of c o m p a n ie s  an d  that, even then, there w o u l d  be 

i na d eq u a t e  r e s o u r c e s  to settle the claims of the i n j ur e d 

w o r k e r ( s )  a n d/ o r t he ir nex t of kin. Second, in in du s tr i es  

like co nstructi on , w h i c h  are h i g h l y  c o m p e t i t i v e  and r e q u i r e  

b i d d i n g  ag ainst one another, if the group e x c l u d e d  an v  one 

i nd i vi du a l c o m p an y  the re is the p o t e n t i a l  c l a i m  of r e s t r a i n t  

of t r a d e  and price fixing. The group co ul d u s e  the w o r k e r s  

c o m p e n s a t i o n  coverag e as l ev er ag e against  m e m b e r  co m pa n ie s 

for p u r p o s e s  not r e l a t e d  to the in s u ra nc e  or ev e n  legal. 

Third, insurance co m pa n ie s  obje ct  that group s e l f - i n s u r a n c e  

allo w s indiv id ua l c o m p an i es  to op e n  an in s u ra n ce  com p an y  

w i t h o u t  b e i n g  subject to any of the re gu la ti o ns ,  reportin g,  

m a i n t e n a n c e  of p r o p e r  re se rv e s and excess insurance.

There is some m e r i t  in each of these arguments. The 

p u r p o s e  of w o r k e r s  c o m p e n s a t i o n  is to p r o v id e  abs o lu t e 

i m m u n i t y  to the e m p l o y e r  f r o m  a civil suit for n e g l i g e n c e  by 

p r o v i d i n g  c o m p e n s a t i o n  (without r e q u i r i n g  p r o o f  of 

n eglige nc e)  to an e m p l oy e e i n ju re d  on the job. HB308  

a t t e m p t s  to b a l a n c e  the n ee ds  of the v a r i ou s  i n t e r e s t e d  

p a r t i e s  and a l l o w  m u n i c i p a l i t i e s  and sm al ler e m p l o ye rs  to 

take a dv a nt ag e of cost savings w i t h o u t  d i s r u p t i n g  the 

f r a m e w o r k  of the w o r k e r s  c o m p e n s a t i o n  system.

The m a j o r  p r o v i s i o n  of HB308 is found in the c ha n ge  in 

S e c t i o n  3 w h e r e  the n u m b e r  of parsons r e q u i r e d  to f o r m  a 

r ec i pr o c a l  in surance  c o m pa n y be comes 2 in st ea d of 25. The 

e f f e c t  is to a l l o w  s m al l er  e m pl oy e rs  to ba n d  t o g e t h e r  and 

fo rm  their own i ns u rn a ce  company for the p u r p o s e  of w o r k e r s  

compensation. The p r o t e c t i o n  to the public, w o r k er s,  and 

i ns u ra nc e  in du s tr y is that they mu st  become, in fact, a b o n a  

fide insura nc e c o m p a ny  su bject to the same laws, rules, and 

r e gu l at i on s  that all othe r in sura nc e companies m us t  follow. 

This address the three objec t io n s cited above and w o u l d  also 

p r o v i d e  for the r e p o r t i n g  of ac cidents to n a t i o n a l  r a ti ng  

ag e nc i es  so that p r o p e r  statist ic s wo ul d  be kept.

- 2 -



In add it io n, th e re  is a trade off in S e c t i o n  1 in that 

these r e c i p r o c a l s  w o u l d  be e x em p t f r o m  p a r t i c i p a t i n g  in the 

a s s i g n e d  ris k pool. This is a co mp romise. The in su ra nce 

c om p an ie s feel that si nce these p e rs o ns  are in c o m p e t i t i o n  

w i t h  them as an i n s u ra n ce  c o m p a n y  they sho ul d take some of 

the hi g h risk or bad e x p e r i e n c e  companies. On the o th er  

hand, the c om p an ie s fe e l that they are not in the b u s i n es s  

to m a k e  a p r o f i t  and do not h o l d  t he m se l v e s  out to the 

general public. Th e y b e li e ve  that they are on ly  t r y i ng  to 

cut the cost of  w o r k e r s  c o m p e n s a t i o n  and can b e s t  a c c o m p l i s h  

their goals b y  p r o v i d i n g  their own safe ty p r o g r a m s  and 

a d m i n i s t e r i n g  their o w n  claims.

The se ct i on s  of HB308 w h i c h  deal w i t h  m u n i c i p a l i t i e s  

r ec o gn iz e  the c o n s t i t u t i o n a l  p r o v i s i o n s  a l l o w i n g  for 

c oo p er a t i o n  b e t w e e n  local  g o ve rnments.  It is also felt 

that, w h il e  th e y  are r e q u i r e d  to co mp ly  w i t h  the pr ov i s i o n s  

of b ei ng  a r e c i p r o c a l  insurer, they can be s t  m e e t  their 

pu bl i c r e s p o n s i b i l i t i e s  by p o s t i n g  a b o n d  r a t h e r  that the 

r e q u ir e d r e s e r v e s  a p p l i c a b l e  to the p r i v a t e  sector.

Finally, p a s s a g e  of HB308  w o u l d  solve a court case that 

is in l i t i g a t i o n  ov er  the i ssua nc e of a g ro up  s e l f - i n s u r a n c e  

c er t if i ca te  by  the W o r k e r ' s  C o m p e n s a t i o n  Board. W h e n  it was 

p o i nt ed  out to the B o a r d  that the re w a s  no  a u t h o r i t y  at law 

for them to issue a g r ou p  s e l f - i n s u r a n c e  certifi ca te , they 

c a ncel le d the one th ey  had issued. The grou p has c o ntinue d 

to oper a te  as a group s el f -insu re d and the m a t t e r  is n o w  in 

court. HB308 wo ul d  solve the u n d e r l y i n g  p r o b l e m  and give 

all partie s an a c ce p ta b le  solution. T he re  w o u l d  be no group 

s e l f -i n su re d  and the current group w o u l d  i m m e d i a t e l y  quali fv  

(there has n e v e r  be en  a qu es tion about, or p r o b l e m  with, the 

p e rf o r m a n c e  of the p a r t i c u l a r  g r o u p - o n l y  the i ssuance  of the 

cer tificate) as a r e c i p r o c a l  in su re r so they could con t i nu e 

to p r o v id e  the service.

- 3 -
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MEMORANDUM
T0: Jackie McClintock, Director 

Workers Compensation Division

Thru;A)ohn Post, Director

Administrative Services Division

Thru: Chuck Caldwell, Chief
Research and Analysis _

From: Elfrieda Mull in, Labor Economist 

Research and Analysis

State of Alaska
DATE: April 1, 1983

FILE NO:

AWca

XISEAU APR j

TELEPHONE NO: 

SUBJECT:

455-4514

Comparison Tables for 80% 

of Net Spendable vs. Current 

Schedule of Workers 
Compensation

Attached are tables comparing 80 percent of spendable wage and the current 
schedule of weekly worker's compensation. These tables are quite similar to 

the ones we provided you last year except that we have used the new table 

of payroll deductions for income tax. The payroll deductions are in effect 

only until July 1, 1983. At that time further reductions in the payroll 

tax will occur.

Last year's comparison used 80 percent of spendable as was provided in HB 159. 

Since that law had a minimum of $110 and provided for 100% of spendable wages 
when weekly wages were less than $110, you will notice a significant difference 

at the low range. We have just observed the 80% of spendable declaration 

in this year's comparison.

These tables do not take into consideration the Alaska U.I. tax in calculating 

spendable wage (50 cents per $100 in payroll this year). Additionally, the 

lack of state income tax in Alaska put spendable wages higher in Alaska than 
would occur in states with income tax laws.

Compared to last year the spendable wage formula is slightly improved in 

relation *to the comparable compensation for that gross wage under the 

current law. The low ranges of earnings would receive greater compensation-' 

under the spendable wage formula, particularly those with several dependents.
On the other hand, the cost to insurance companies would be reduced since 

high wage earners would receive less than they currently do.

With the absence of state income tax and the reducing federal income taxes 

a person is less likely to be receiving more in Workers Compensation under 
the current law than in take home pay, however, it still can occur. Note 
that a single person with no dependents earning $800 a week or more would 

receive more in workers compensation than in normal take home pay. (These 

tables assume standard deduction. In actuality, higher wage earners ter., 
to used itemized deductions and may use additional "dependents" to prevent 
having too much deducted from wages.)

cr coiA.p.f. t o o s .



Me Cl i ntock -  2  - April 1, 1983

Using the spendable wage formula would make it difficult for any claimant 

to be eligible for the maximum of $995. Continuing the attached tables, 
a single with no dependents would have to have weekly wages of $2,065.54 in 

order to receive the maximum. A married claimant with two children would 

have to have weekly wages of $1,966.79. Under the current program the 
maximum can be reached by any individual earning $1,494 per week.

Attachments



COLUMN NUMBER HEADING DESCRIPTION

1 AVERAGE WEEKLY WAGE

2 FICA

3 TAXABLE WAGE

4 1983 TAX DEDUCTION

5 SPENDABLE INCOME

6 80% of SPENDABLE WAGE

7 CURRENT LAW

8 80% of SPENDABLE WAGE

AS % of CURRENT

Self explanatory

The FICA tax rate for 1983 is 6.7%. The maximum taxable wage 

is $35,700, however, no adjustments are made for this maximum 
in these tables.

This is the average weekly wage in column 1 reduced by $19.23 

times the total number of dependents applicable. The amount 

$19.23 is $1,000/52 (the annual exemption per dependent).

This column is the amount of Federal income tax an employer 

will deduct in 1983 (first six months) using the Federal Per­
centage Method for weekly payroll. The Internal Revenue 
Service provides specific instructions in Circular E - Employer 

Tax Guide - Publication 15. The rates used are in effect until 

July 1, 1983.

This is the Average Weekly Wage in column 1 reduced by FICA 

and the 1983 tax deduction.

Self explanatory.

Current law provides that the claimant receive compensation in 

the amount of two/thirds of his average weekly wage up to a 
maximum of twice the state average weekly wage ($498 x 2 = 996)

Self explanatory.
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TABLE 1 

MARRIED WITH TWO CHILDREN 7

80 ° /o  OF 
SPENDABLE 
AS ° / °  OF 

CURRENT '

tt

*--------------MW FICA
TAXABLE 

WAGE .

1983  
TAX 

......... DED
SPENDABLE 

' WAGE.......

* 80 ° / °  OF 
SPENDABL7 

•'..........WAGE "  "  ~
CURRENT

LAW

0 /  0
--------- -- $  100 $  6 .7 0 $  2 3 .0 0 $  0 .0 0  • ' $  9 3 .3 0 $  7 4 .6 4 $  6 6 .6 7 1 1 1 .9 6

150 1 0 .0 5 7 3 .0 8 3 .8 0 1 3 6 .1 5 1 0 8 .9 2 1 0 0 .0 0 1 0 8 .9 2
200 1 3 .4 0 1 2 3 .0 8 1 0 .3 0 1 7 6 .3 0 1 4 1 .0 4 1 3 3 .3 3 1 0 5 .7 0

-----------------250 - ' 1 6 .7 5 1 7 3 .0 0 1 8 .3 0 ----------- 2 1 4 .9 5 1 7 1 .9 6  ' ' 1 6 6 .6 7  " 103 .10
300 2 0 .1 0 2 2 3 .0 8 2 6 .3 0 2 5 3 .6 0 2 0 2 .8 8 2 0 0 .0 0 1 0 1 .4 4
350 2 3 .4 5 2 7 3 .0 0 3 5 .7 0 2 9 0 .8 5  ' 2 3 2 .6 0 2 3 3 .3 3 9 9 .7 2

....... - .........  400 2 6 .0 0 3 2 3 .0 0 4 5 .2 0  ......... " 3 2 8 .0 0 2 6 2 .4 0  ......... ’ 2 6 6 .6 7 90 .40
450 3 0 .1 5 3 7 3 .0 8 5 5 .0 0 3 6 4 .0 5 2 9 1 .2 4 3 0 0 .0 0 9 7 .0 0
500 3 3 .5 0 4 2 3 .0 8 6 7 .8 0 3 9 8 .7 0 3 1 0 .9 6 3 3 3 .3 3 9 5 .6 9
550 3 6 .0 5 4 7 3 .0 8 0 0 .5 0 4 3 2 .6 5 3 4 6 .1 2  " 3 6 6 .6 7 9 4 .4 0  ‘
600 4 0 .2 0 5 2 3 .0 8 9 4 .0 0 4 6 5 .8 0 • 3 7 2 .6 4 4 0 0 .0 0 9 3 .1 6
650 4 3 .5 5 5 7 3 .0 0 1 0 0 .6 0 4 9 7 .8 5 3 9 0 .2 0 4 3 3 .3 3 9 1 .9 1

---------------- ?00 ... 4 6 .9 0 6 2 3 .0 0 ........  1 2 4 .6 0 5 2 0 .5 0 ....... 'i -  422 .8 0  “ 4 6 6 .6 7 9 0 .6 0
750 5 0 .2 5 6 7 3 .0 0 1 4 1 .7 0 5 5 0 .0 5 4 4 6 .4 4 5 0 0 .0 0 0 9 .2 9
000 5 3 .6 0 7 2 3 .0 0 1 6 0 .2 0 5 0 6 .2 0 4 6 0 .9 6 5 3 3 .3 3 8 7 .9 3
85Q .

" 5 6 .9 5 7 7 3 .0 8 1 7 0 .7 0  ............ " 6 1 4 .3 5 191.40 5 6 6 .6 7 0 6 .7 3  ~
900 6 0 .3 0 0 2 3 .0 0 1 9 5 .3 0 6 4 4 .4 0 5 1 5 .5 2 6 0 0 .0 0 0 5 .9 2
950 6 3 .6 5 0 7 3 .0 8 2 1 3 .0 0 6 7 2 .5 5 5 3 0 .0 4 6 3 3 .3 3 0 4 .9 5

-----------  1 ,0 0 0  ■ 6 7 .0 0 9 2 3 .0 0 • 2 3 2 .3 0 7 0 0 .7 0 5 6 0 .5 6 6 6 6 .6 7 04 .0 0  ‘
1 ,1 0 0 7 3 .7 0 1 0 2 3 .0 0 2 6 9 .3 0 7 5 7 .0 0 6 0 5 .6 0 7 3 3 .3 3 0 2 .5 0
1 ,2 0 0 8 0 .4 0 1 1 2 3 .0 0 3 0 6 .3 0 0 1 3 .3 0 6 5 0 .6 4 8 0 0 .0 0 0 1 .3 3

-----------  1 ,3 0 0 '—'' - 0 7 .1 0 1 2 2 3 .0 0 ■' 3 4 3 .3 0 ------- — - '  8 6 9 . 6 0 ' - - ' ..... '6 9 5 .6 0  ...... " " "  0 6 6 .6 7 ' '0 0 .2 7  "
1 .4 0 0 9 3 .8 0 1 323 .0 0 3 0 0 .3 0 9 2 5 .9 0 7 4 0 .7 2 9 3 3 .3 3 7 9 .3 6
1 ,5 0 0  

------------ 1 ,5 0 0 -
1 0 0 .5 0
1 0 7 .2 0

1 4 2 3 .0 0
1 5 2 3 .0 0

4 1 7 .3 0
4 5 4 .3  0 ... '

9 0 2 .2 0  
1 0 3 0 .5 0  -

7 0 5 .7 6  
0 3 0 .0 0 ' .....  -

9 9 6 .0 0  
.....  9 9 6 .0 0

7 0 .8 9
0 3 .4 1

TAXABLE WAGE = 
SPENDABLE WAGE

• •••— ■ * ................i
I

AWW LESS $ 7 6 .9 2  
= AWW LESS F IC A AND 1903 TAX DEDUCTION



'M ARRIED 'W ITH 'NO "CHILDREN'

- • ;• ~  “  • :

/U/f/ FICA
TAXABLE

WAGE

1983

2V1X
ZJS’Z?

SPENDABLE
WAGE

80 °/° O f

SPENDABLE
WAGE

CURRENT
LAW

80 °/° OF 
SPENDABLE' 
AS » /»  O f 

CURRENT

$  ICO 
— ir n -  

21
250 

300 

350 

400 

4"50" 

500 

550 

600' 

650 

700 

7 50" 

800 

850 

900' 

950 

1 ,000 
“17100- 

1 ,200 
1,300 

“1~,400 

1,500 

1 ,600

I 6 . 7 0  

1 0 . 0 5’

13. 4 0  

16.75

" 2 0 .1 0  
2 3 . 4 5  

2 6 . 8 0  

■_'3o;i5 

3 3 . 5 0 

3 6 . 8 5 

4 0 . 2 0  

4 3 . 5 5  

4 6 . 9 0  

“ 50. 25 

53 . 6 0  

5 6 . 9 5 

“ 60.30' 

63.6 5 

6 7 . 0 0  

“73770"

8 0. 4 0  

8 7 . 1 0

’ 93.80 

1 0 0 . 5 0  

10 7 . 2 0

$  6 1. 5 4  

' " 1 1 1 . 5 4 "

1 6 1 . 5 4

21 1 . 5 4

“ '261.54'"

3 1 1 . 5 4

3 6 1 . 5 4  

■‘" 4 1 1 .5 4 “
4 6 1 . 5 4

5 1 1 . 5 4

5 6 1 . 5 4

6 1 1 . 5 4  

661 .54

".711'. 54“

76 1 . 5 4

0 1 1 . 5 4

8 6 1 . 5 4

9 1 1 . 5 4

9 6 1 . 5 4  

"1061.54”

116 1 . 5 4

1 2 6 1 . 5 4  

1361.54'

1 4 6 1 . 5 4

1 5 6 1 . 5 4

$  2 . 1 0  
8 .'40 '

16 . 4 0  

24 4 0 

3 3 . 5 0

4 3 . 0 0

5 3 . 0 0  

65 .00

7 7 . 4 0  

9 0 . 9 0

1 0 4 . 9 0

1 2 0 . 9 0

1 3 7 . 4 0  

" 1 5 5 . 9 0

1 7 4 . 4 0

1 9 2 . 9 0  

209750' 

228 .00

2 4 6 . 5 0  

"203.50*

3 2 0 . 5 0

3 5 7 . 5 0

3 9 4 . 5 0

4 3 1 . 5 0

4 6 8 . 5 0

$  9 1 . 2 0  

” 13 1 . 5 5 '

1 7 0 . 2 0  

2 0 8 . 8 5

" 2 4 6 . 4 0

2 8 3 . 5 5

3 2 0 . 2 0  

""354.85"

3 8 9 . 1 0  

4 2 2 . 2 5  

'454.90

4 8 5 . 5 5

5 1 5 . 7 0  

""543.85"

5 7 2 . 0 0  

6 0 0 . 1 5

"■ 630.20' 

6 5 8 . 3 5  

6 8 6 . 5 0  

“ 742 : 8 0 '

7 9 9 . 1 0  

0 5 5 . 4 0

9 1 1 . 7 0

9 6 8 . 0 0  

1 0 2 4 . 3 0

$  7 2 . 9 6  

” 105724"

1 3 6 . 1 6  

1 6 7 . 0 8

” 197.12"

2 2 6 . 8 4

2 5 6 . 1 6  

” 283 7 8  8"

3 1 1 . 2 8  

3 3 7 . 8 0

" 3 6 3 . 9 2

3 0 8 . 4 4  

4 1 2 . 5 6

i 4 3 5 7 0 8

4 5 7 . 6 0  

4 8 0 . 1 2

"'504.16"

5 2 6 . 6 0  

5 4 9 . 2 0

“594". 24"

6 3 9 . 2 8  

6 0 4 . 3 2

”72 9 7 3 6 *

7 7 4 . 4 0

0 1 9 . 4 4

$  6 6 . 6 7

1 0 0 7 0 0  "

1 3 3 . 3 3

1 6 6 . 6 7  

20 0 700'--

2 3 3 . 3 3

2 6 6 . 6 7  

300700”  
333 .33

3 6 6 . 6 7  

''400.00

4 3 3 . 3 3

4 6 6 . 6 7  

" “500 ."00"'

5 3 3 . 3 3

5 6 6 . 6 7  

”6 0 0 . 0 0  '

6 3 3 . 3 3

6 6 6 . 6 7  

- 7 3 3 . - 3 3  ”

8 0 0 . 0 0

8 6 6 . 6 7  

" ' 9 3 3 . 3 3  "

9 9 6 . 0 0

9 9 6 . 0 0

0 / 0

1 0 9 . 4 4  

105 .24" 

102.12  
1 0 0 . 2 5  

"'98.56 

9 7 . 2 2

9 6 . 0 6  

'" 9 4 " 6 3

9 3 . 3 0

9 2 . 1 3

9 0 . 9 0  

89.64 

88.41 

8 7 . 0 2  

0 5 . 8 0  

8 4 . 7 3

" 8 4 . 0 3  

0 3 . 1 6  

8 2 . 3 8  

”81.03'

7 9 . 9 1  

70 .96

* 78'. 15

77.7 5 

0 2 . 2 7
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:•. '• STATE OF ALASKA

* FISCAL NOTE Revision Date 4/b ' , 19S3 !

HB 311
REQUEST

Bill/Resolution No.:_________________

Title: Workers’ Compensation..."
Spr nsor:__________________

Rf ̂ uestor: Rules Committee___________

II. FISCAL DETAIL

Agency Affected:Labor

Program Category Affected:Pub l ic  P r o t e c t i o r 
BRU, Program of Subprogram^) Affeczea: 

Administration of Workers1 Compensation

OPERATING

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

6.5 14.3 15.7 17.3 19.0

51.0 15.4 16.9 18.6 20.5
.1 .1 .1 .1 .1
./ U U O'' U

TOTAL OPERATING 58.3 29.8 32.7 36. Q 32^5

CAPITAL

REVENUE

FUNDIN6: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER (Specify Source)

58.3 29.8 32.7 36.0 39.6

POSITIONS:

FULL-TIME

PART-TIME 1 1 1 1 1
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not available.

IV. ANALYSIS: Attach a separate page fory-any Ana

Prepared By:\3acquelyn L. McCIintock 

Di vi si on: Workers' Compensation /' *■^  77)>  ̂'/LA
Approved by Commissioner: Jim Robi so

Phone:465-2790
Date: March 21 , 1983

Date: Ma rch 21, 1983
Department: Labor

LEG:A:19

Di stribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills) 

k-'Copy to Sponsor

Copy to Requestor (if different from Sponsor) 2/8/83



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE 

TITLE: "An Act relatinq to workers' compensation, and providing for an effective
date."

AGENCY AFFECTED: Department of Labor

Page 2

Data Control Clerk I (permanent halftime, 6 months first year, 12 months thereafter)

' 100 Personal Services $ 6.5

300 Contractual 1.5
400 Supplies .1

500 Equipment .7

$ 8.8
Other Contractual:

Redesign and printing of forms to accomodate 
additional questions

3.5*

Rewrite and printing of employee and employer 

b o o k l e t s

12 . 0*

Composition and printing of benefit schedule 

booklet
7.0

Printing amendment of Act 1 . 0*

Design computer system and write programs 2 2 . 0*
(2 1/2 months x $50/hour)

Operation costs for additional computer pro- 4.0
cessi ng

TOTAL $58.3

* Indicates one-time expense in FY 1984 for a total of $38.5



YAPPRIW: PfSAPfRANGE/STEP

LOCATION

Juneau

FOR HAM USE ONLY 

'iA KEY NUMHER

POSIriON TITLE FORM 12 PAGE/LINE

FNData Control Clerk
TYPE OF POSITION STAFF MONTHS RP NUMBER PCN NUMBER BRU PRIORITY ELECTION DISTRICT

CONTINUATION vEL JUSTIFICATION

A. 1YPE OF EXPtNOIIURE ’ "AFfflUWT "
1 2 3

PERSONAL SERVICES'

5. 5alar>9A( 1578 x 6 mos x .51 4.734
6. Benef its .1587 751
7. Supplemental Benefits .0613 290
8. Fixed Benefits il'liitt X 3 720
9. TOTAL PERSONAL SERVICES

01 4 6.5
10. Travo! 02

11. Contractual 1.5
12. Commodi tics 01, 1 .1
13. Equi pment .7
1<i. Other

15. TOTAL COST 8.8
. >:•:*

RECEIPT CODE FUNDING SOURCE

ir,. Federal Receipts 1002 M

17. G.F. Match 1003

IR. ion General Funds 1004 8.8
19. l-A Receipts 1005

70. Program Receipts 1020

71. Other

The permanent half-time Oata Control Clerk I position will 

provide additional clerical support in the Claims Section 
to enter and maintain data in the Division's information 
handling system. This position will handle the increased 

workload caused by the additional data input necessary for: 

the system to monitor the compensation rate using with­

holding and average weekly wage information, and the main­
tenance of two processing systems concurrently.

Line 11 - Contractual

Line 12 - Commodities

Line 13 - Equipment:

Space (transfer to DOA) 

Indirect (13.17 x 4734)

General Office Supplies

Desk and Chair

1 3  R E Q U E S T  FOR 
N E W  POSITION

jjM'i'wifiiiiiipwui mujpwuwuauaw
C M  130 17/1121 • 13

p r o g r a m  Worker Protection FY 84
BRU Workers' Compensation

COMPONENT.
Workers' Compensation Administration

Page o f

Revised o n to

LEG:A:20



Bill No. HB 311 
Title n« «

"An Act relating to Workers' 
Compensation; and providing for 
an effective date."

The Department of Labor and the Alaska Workers' Compensation Board support the 
provisions of HB 311. This bill is the result of an agreement reached by a 
committee representing labor and employers in the state and reflects over three 

years of hearings in which testimony was provided by workers, labor groups, 
employers, insurers, rehabilitation and medical providers, attorneys and state 
agency personnel. The Workers' Compensation Board and Division worked very 
closely with the committee in recommending amendments that provide for a more 
equitable and efficient workers' compensation system for employees and 
employers.

The major portions of the bill will result in a redistribution of benefits 
which will reduce disencentives to return to work and provide long term 
reductions in workers' compensation costs. This is based on increases 
in scheduled permanent partial disabilities, he minimum compensation rate, 
death benefits and new methods to compute gross weekly earnings.

\



or C O U N S E L  
M E M O N A G L E R o b e r t s o n . M o n a g l e , E a s t a u g k  Sc B r a d l e y R O B E R T  B .  B A K E R  

M IC H A E L  T. T H O M A S  
L E R O Y  J  B A R K E R  

L O B E R R Y  
C A R L  W. W IN N E R  

S U S A N  L .  M E N D E N H A L L  
J I L L  A. D R IV E R

R  E R O B E R T S O N  (1605-1961)
F . O. E A S T A U O H
J  B  B R A D L E Y
W IL L IA M  O. R U D D Y
J A M E S  T. C L A R K
PAUL  M. H O F F M A N
J .  P  T A N O E N
H A R O L D  E  S N O W .  J R .
D E L I Z A B E T H  C U A D R A  
P A M E L A  L .  F IN L E Y  
S T E V E N  W S I L V E R  
J A M E S  M. S H IN E

A P R O F E S S I O N A L  C O R P O R A T IO N
A t t o r n e y s  a t  L a w

P O S T  O F r i C E  B O X  6 7 0  

A N C H O R A G E ,  A L A S K A  991510

A N C H O R AG E  OFFICE
601 W E S T  r i r T H .  S U I T E  510 

A L A S K A  M U TUA L  B A N K  BLDO  
P O S T  O F r iC E  BOX 679 

A N C H O R A G E .  A L A S K A  99510 
P H O N E  (907) 277-6693 

c a b l e :  R O M E A  
T E L E X :  C90-26-A66

April 19, 1983
J U N E A U  OFFICE
210 T E R R Y  WAY. 2*S F L O O R  
P O S T  O F F I C E  B O X  1211 
J U N E A U  A L A S K A  99602 
P H O N E  (907) 566-3340 
C A B L E :  R O M E A  
T E L E X !  099-45-376

Ho norabl e W a l t e r  Fu rn ac e 
C ha irman, Labor & C o m m e r c e  C om mi tt ee 
Ala ska State House 
Pouch V
June* j , AK 99811

T h i s  l e t t e r  is w r i t t e n  on b e h a l f  of the A m e r i c a n
I n s u r a n c e  A s s o c i a t i o n ,  a t r a d e  a s s o c i a t i o n  of c a s u a l t y  and 
p r o p e r t y  insurers. Some of the A s s o c i a t i o n ' s  me mb er s  wr it e a 
su bstantial amoun t of workers' c o m p e n s a t i o n  insurance in Alaska.

As you know, HB 311 re p re s en ts  the c u l m i n a t i o n  of
s u b s t a n t i a l  e f f o r t  by  r e p r e s e n t a t i v e s  of e m p l o y e r s ,  l a b o r  
o rg an i za t io ns ,  and insurers, with input from the D i v i s i o n  of 
Workers' C o m p e n s a t i o n  over the past two years or more. It is an 
im po rt an t a t t e m pt  to make the workers' c om p en s a t i o n  d e li v e r y  
system mor e e f f i ci en t  and cost effective. The AIA s up po rts the 
bill and a pp l a u d s  the c o o p e r a t i v e  effo rt  that went into pr od u ci n g

One of the key p r o v i s i o n s  of the bill, the chan ge  to
b enefit c a l c u l a t i o n s  based upon net s pe n da bl e income, was one of 
the ni n et e en  major r e c o m m e n d a t i o n s  of the Na ti onal C o m m i s s i o n  in 
1971. Most of the other r ec om m e n d a t i o n s  of that c o mm i ss i on  were 
im pl em en ted in A lask a in 1975. The net spe nd able income idea is 
an im portant  one, becaus e it tends to deliver moro c o m p e n s a t i o n  
to those who need it most, and less to those v/ho are p r e s e n t l y  
o v e r c o m p e n s a t e d . By a v o i d i n g  the p o s s i b i l i t y  of p a y i n g  a 
h i gh - wa g e em pl oy e e as muc h or mor e in c o mp en s a t i o n  as his or her 
take- home pay, the new law would tend to bring those w o rk e rs  back 
to work.

The m e m b e r s  of the Wo r ke r s Co m pe n s a t i o n  Co m m it te e  of
Ala ska and o ther s will be a v ai la bl e to ex pla in the sources and 
intended pu rpose of the v a r i ou s s ections  of the bill. We stand 
ready to try to answer any q u e s t i o n s  you m a y  have.

Re: HB 311

Dear R e p r e s e n t a t i v e  Furnace

it



R o b e r t s o n . M o n a g l e . E a s t a u g h  &  B r a d l e y

H o n o r a b l e  Wal te r Fu rn a c e 
A p r i l  19, 1983 
Pa ge  2

T h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n  u r g e s  f a v o r a b l e  

a c t i o n  on this  bill.

M T T / g f
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SECTION DY SECTION ANALYSIS’ M 3 i i

Section 4. •

i This section increases t h e  m i n i m u m  compensation from $65 to $110 
Section i. ^  w e e |- a n d reflects changes necessary because of the reenact-

• ment of AS 23.30.220 found in section 10 which makes the ; 
spendable v/eekly wage of an employee the basis of compensation.-- _

• , • t \ • m a *. *, 

S e c t i o n  2. and .3: See comments, t o  S e c t i o n  1. . .. ^  v :;

This section changes the manner of determining compensation 
consistent with the repeal and reenactment of AS 2 3.30.220 found 
in section 11* which makes the employee’s spendable v/eekly wage . 
tte basis for determining compensation. V  * .

Eighty percent of the.employee’s spendable weekly wage' minimizes
• the possibility of an employee receiving more in workers' compen- 
• sation than his take home pay while working. The change is . _

'■ v consistent with recommendations of the 1S72 Report of the Nation- 
••— al Commission on State Workers* Compensation Law which states at 
;-j’page.19: :rs. '  " •-'

• v  X - •*. *•* *. * . *.*••
''i The decision fixing the proportion of-lost v/ages • - :

’ ' -to be replaced m u s t  balance incentives to employ-
ers,to improve safety within-incentives to the . . .. .

. V.’. ‘ disabled to take full advantage of rehabilitation * . :
V • services and to return .to work. . i. .T ■* .

V vie-recommend '.that cash benefits for [disability- . .
’ . compensation] be at least two-thirds of the work- *.•■■■
•yr : • er's gross v/eekly wage. The two-thirds formu- •- *
•r . f /'-.lation. should be used only on a transitional basis • • :

• -T”:*.until'the State adopts a provision'making payments 

; • at least 80 percent of the workers' .spendable ' -t ...
weekly earnings. • •. **• - -

Section 5-. 

Section 6.

Section t\ 

Section 8.

Section 9.

*, ' * , • ‘ 1 *, f * . ** • «*" v*. •, * '

See comments to section 4 ; v •* *;• • • "■
■ • • • •

See comments to section 4. ■ . • •• • * .*•. '•

Additionally, this section provides for inflationary increases In
■* the maximum paid for "scheduled" and permanent partial '
• disabilities. •*.' • -

’ ’ ' •* •

. See comments to section 4. ' * .
’ • ■ . ' ' *

This section reflects changes consistent with the reneal and 
reenactment of AS 23.30.220 found in section il" • • -

' • ‘ } ’/ •  ■

See comments to section 4.. ‘;
• • ’ • •

• t* .

Additionally, this section provides for inflationary inrreases in 
funeral expenses on death claims. The current limit for reason- 

. able and necessary funeral expenses are not S e ^ t e  and r e s u n



Section 10.

Section T l .

in n haidship to the family of the deceased or the employer for 
. payment of the additional costs.

fin's section reflects changes consistent v/ith the repeal-and
reenactment of AS 23.30.220 found in section IT/ Additionally,
the minimum weekly compensation for a widow or widower is in- .
creased from §45 to §75 per week.
• • * *

This section adopts a new basis for computing compensation knovTn *' 
.-.as the spendable v/eekly wage'. The spendable weekly wage is the ' 
’ s tD£9ss weekly earnings, minus payroll tax deductions, *

1 3 * change is consistent with . 
the 1972 report of the. National Commission on.State Uorkers* * 
Compensation Laws. •'.* •

...\ . . ..... . *! "*. * •> ■ :‘£-.v. 

•.It is a n _administratively feasible procedure which can simulta-- - • 
-neously take into account the difference between gross and 
.-spendable earnings, the virtues of dependents’ allowances and the 

‘. im2a • * 5? Pro9res^lve income tax. This procedure first 
..deternnnes_the worker s gross earnings prior to disability (which 

; - ••must be determined under the present Act) and the nuaber of his •
1 dependents. The gross earnings and dependency data are then- 

inserted into a formula prepared and published by the Department 
.-.of .Labor to determine the worker’s spendable earnings. Once 

spendable earnings are calculated, workers’ compensation benefits 

.. a iS/ies 0 can be calculated as a fixed proportion
• j ? e2 • le weekly earnings.. No further allowances for depen- 
v ‘ 'Stents for tax considerations are necessary' or appropriate^

Section 12,

'y'.:1,This section also adopts a new basis for determining the gross .
; •;earnings of an. injured worker. An injured worker’s gross weekly 

•earnings are computed by dividing by 100 the gross earnings of 
..•'the e m p o y e e  in the two calendar years immediately preceding the 

’v].’injury. '/Utilizing the preceding two years tends to eliminate the 
••■i.’cyclical nature of many industries. Dividing by 100 instead of 
.• 104 tends to adjust previous years’ earnings for inflation. '.This

section also allows the Board to adjust the average weekly wage 
’ . calculation if it is unfair to the employee or employer.

* • * • . *.?.*• «r v , . ' ? • *  * * ’• • *
* * , • • ' • <■ , . » •

;This section reflects changes consistent with the repeal and
•reenactment of AS 23.30.220 found in section 11-

Section A # .  - This section provides for new definitions.

"Gross earnings" includes payments before any authorized or ./V"". 
lawfully required deduction such as credit union, dues check off, 
social security, federal withholding, or deferred compensation 
which is optional to the employee at the time of his injury. ■ *. 
Specifically, deferred compensation which is optional at the time 

• of injury refers*to those employees of government and non-profit . 
•corporations and associations which may elect to defer income 
from a. particular pay period or pay periods but have the option 
of terminating the deferral of that income at any time during 
their employment. Excluded from gross earnings are irregular 
bonuses, reimbursement of expenses, expense .allowances and any 
benefits not taxable to the employee during the pay period. "Any



benefit not-taxable to the employee during the pay period" would 
include the general items referred to ss "fringe benefits" such 

. as: payments providing for health, welfare, retirement, vacation
or annual leave and other similar benefits received by the • ^ 
employee for which he is not taxed other than deferred compen­
sation which is optional to the employee at the time of this _ ...

. • injury. ** .*•%.*

• The value of room and board may be considered in gross earnings 
only for th o s e‘injured workers whose gross weekly earnings 

. , V ' otherwise computed are less than the Alaska average weekly v/age‘
i ■ ..at the time of injury. The value of room and board may be.'

•. • .-..included only to raise the gross v/eekly earnings up to the ley el
of the Alaska average v/eekly wage. The value of room and board 

' .* ‘ that would raise ah employee’s gross v/eekly e a r n i n g s  above the -
" . • •:-v Alaska average v/eekly wage is excluded. .. ; •*

• ' "Payroll taxes" are defined to' exclude the amount that would be .
' >• withheld frcrn an employee's gross weekly earnings under the
•• . . Internal Revenue code as though he had claimed the maximum number

•• v: ". ..'\/-.:' of dependents per actual dependency, blindness, and old age.
.' ' •'•v'.’.. Also deducted is the amount of earnings subject to the Social
."S'; ,'• ; Security Act irrespective of whether the employee may have paid

• •• . ,. .'•••'•the maximum Social .Security for the year at the time the injury
•>v^occurs..‘;;' . , . • -• •

-V
# •  .*■ * ' ’ * . * *k * '• ,

Section 14. \ 'This section repeals provisions that are unnecessary or * ’
••'•. •' ^"’inconsistent with proposed legislation. * r-

VV- •' ■■■ ■ • • "’• • . •  ‘ ’ •' -V. . - •
;vSection 1.5^;'.'This section provides tliat : : • the A c t  a p p l y  only

••;.’• .’• »'•.•••>:•:t o  injuries sustained after the effective date o f  this Act. .
*. •' •*. ' *. » * /. • • . * * •» * . . . * / . ’ i

Section 16. '’this section provides that the Act takes effect January 1, 1984.
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.10 2 8 0 . 7 7  4 6 . 4 0

.45 3 3 0 . 7 7  5 9 . 1 0

.80____________ 380 -7-7------------- 74-.10----

.15 4 3 0 . 7 7  8 9 . 2 0

.50 4 8 0 . 7 7  106. 2 0

.85 -------  5 3 0 . 7 7 -------------1 2 3 , 2 0 ----

.20 5 8 0 . 7 7  1 41 . 7 0

.55 6 3 0 . 7 7  16 0 . 20

.90------------ 680.7-7------------ 1 7 8 . 7 0 ----

.25 7 3 0 . 7 7  1 9 5 . 4 0

.60 7 8 0 . 7 7  2 1 3 . 9 0

. 9 5 ____________ 8 3 0 . 7 7 ----------- 2 3 2 . 4 0  —

.30 - 8 8 0 . 77  2 5 0 . 9 0

.65 9 3 0 . 7 7  2 6 9 . 4 0

. 0 0 _____________2 3 0 * 2 7 ____________ 2 8 7 - 9 0 ----

.70 1 0 8 0 . 7 7  3 2 4 . 9 0

.40 1 1 8 0 . 7 7  3 6 1 . 9 0

. 1 0 __________ 1280.7.7----------- 3 9 8 . 9 0  _

.80 1 3 8 0 . 7 7  4 3 5 . 9 0

.50 1 4 8 0 . 7 7  4 7 2 . 9 0

...20____________1 5 8 0 . 7 7  ,. __5 0 9 . 9 Q  ...

fiaarri 

/  # 3 6.9 5 / / t >  
1 6 2 . 0 0

1 9 8 . 6  5 ------

2 3 3 . 5 0  

2 6 7 . 4 5

 2 9 9 . 1 0 .......

3 3 0 . 6 5  

3 6 0 . 3 0

3 8 9 . 9 5 ......

4 1 8 . 1 0  

4 4 6 . 2 5

 4 7 4  .40 —

5 0 4 . 3 5

5 3 2 . 5 0  

..... 5 6 0 . 6 5 - -

5 8 8 . 8 0  

6 1 6 , 9 5 —

 6 4 5 . 1 0 — -

7 0 1 . 4 0

 _.i.. 68-56. J /L jZ X tx r& h ...
9 9 . 1 6  

_  1-2-9,60- 

..-^1-50-92-=^=

- £ 1 8 6 . 0 0 --------

'£213;-9 6---------

-/ -239.28-£157-

/ O O100.00
1 3 3 7 9 3 -----

rrl6-gT67'-~~— .

-2 00-»00----
'233733--
- 2 6 6 . 6 7 - ^ ^ ^

5 2 6 4 . 5 2 ^ ^ 2 , 2 -  3 0 0 . 0 0  / S O O
/  2 8 8 . 2 4  3 3 3 . 3 3  i

.— • £ • 3 1 1 . 9 6 —  3 6 6 . 6 7  S Z -3 2
£  334..4£ (p (p? 4 0 0 . 0 0  £ 0 °

— 0-357-. 0 0—  ------- 4 3 3 v3 3 --------

— > 3 7 9 . 5 2 - ^ - ---- 4 6 6 . 6 7 - -

p . 4 0 3 . 4 8  

4 2 6 . 0 0  

— ^ - 4 4 0 v 5 2

t  4 7 1 . 0 4  // // /

-6>--493v56------

£ 1 5 1 6 . 0 8

b o o

757 .70

8 1 4 . 0 0  -----

8 7 0 . 3 0  

9 2 6 . 6 0  

 9 8 2 . 9 0 _______

/  5 6 1 . 1 2  

~0'6O'671'6

_/_651..2a 

6 9 6 . 2 4  

7 4 1 . 2 0  

£786-32.

j£ .Q l(A —

5 0 0 . 0 0  /  6 & C
5 3 3 . 3 3

r 5 6 6 7 6 7 — - r r ^ -

6 0 0 . 0 0  

- 6 3 3 r 3 3  

-666767-111

7 3 3 . 3 3  

aO'07'0'0'

8 6 6 . 6 7

9 3 3 . 3 3  

9 9 6 . 0 0  

3 9 6 - 0 0 -----

S / Z  $

o /o
_ 1 0 2 . 8 4  

9 9 . 1 6  

9 7 . 2 0

—  95.35. 

9 3 . 4 0  

'91.70

- S O ^ O -  

O e . 17 

8 6 . 4 7  

• • 8 5 . 0 8  

8 3 . 6 2  

— 8 2.30 

- 0 1 . 3 3  

0 0 . 7 0  

7 9 . 0 0

—  7 9 . 1 5  

7 8 . 5 1

— 7 7 . 9 3  

— 7 7 . 4 1  

''6.52 

75777
7 5 . 1 4  . 

7 4 . 6 0  

7 4 . 4 3  

.78.95,

TAXABLE WACE = AWW LESS £ 1 9 . 2 3
SPENDABLE WAGE  = AWW LESS FICA AND  1903 TAX DEDUCTION

 —



MARRIED WITH TWO CHILDREN

—..........  •    ' ' 80 »/» OF
1983 " 80 o/o OF SPENDABLE

TAXABLE TAX SPENDABLE SPENDABLE CURRENT AS ° / °  OF
  AWW F IC A  WACE .   DED ' WACE ' *' " " W A G E "  LAW CURRENT

o /o
------ ■5 100

150

$  6.7 0  

1 0.05

$  2 3 . 0 8  

7 3 . 0 8

$  0 . 00  
3.00

/ $  9 3 . 3 0  7 3  . $  7 4 . 6 4  $  
b k o  10 8 . 9 2

6 6 . 6 7

100 .00
1 1 1 .96 

1 0 0 . 9 2
200 13.*10 

1 6.75

123 .0 8

173.08

10.30 1 7 6 . 3 0 V 1 4 1 . 0 4  

...  I O \ l \  .96 /
1 3 3 . 3 3 10 5 .7 0

250 “ 10.30 2 1 4 . 9 5 166.67 103.18

300 2 0 . 10 2 2 3 . 0 8 2 6 . 3 0 2 5 3 . 6 0 /52 0 2 . 8 8  3 0 t (> , 200 . 00 101.4*1

350 23 .*) 5 

2 6 . 8 0

2 7 3 . 0 8

3 2 3 . 0 8

3 5 . 7 0 2 9 0 . 8 5

3 2 8 . 0 0

A / 2 3 2 . 6 8  2 Q 5 ' / 2 3 3 . 33

2 6 6 . 6 7

9 9 . 7 2
---------- noo 4 5 . 2 0 / 3 2 6 2 . 4 0  2 ‘/  f  < ' 90 .40

U50 3 0.15 3 7 3 . 0 3 5 5 . 8 0 3 6 4 . 0 5 / > 2 9 1 .24 3 Lj 7 L! 30 0 . 0 0 9 7.00

500 3 3 . 5 0 4 2 3 . 0 8 6 7 . 8 0 3 9 8 . 7 0 / > 3 1 0 . 9 6  Y C P  7 33 3 .3 3 9 5 . 6 9

550 3 6.85 4 7 3 . 0 8 0 0 . 5 0  .. 4 3 2 . 6 5 ’ ' / 0 3 4 6 . 1 2  3 / / ^ /  ■ 

7 3 7 2 . 6 4  

2  390 .20 3 J  W

3 6 6 . 6 7 9 4 . 4 0

600 *10.20 52 3 . 0 8 9 4 . 0 0 4 6 5 . 0 0 4 0 0 . 0 0 9 3 . 1 6

650 *13.55 5 7 3 . 0 0 1 0 0 . 6 0 4 9 7 . 0 5 43 3 . 3 3 9 1 . 9 1

---------“700 - *16.90 6 2 3 . 0 0 12*1.60.... 5 2 0 . 5 0 S 4 2 2 . 8 0  J ? / / 7 466 .6 7 9 0 . 6 0

750 5 0 . 2 5 6 7 3 . 0 0 1*11.70 5 5 0 . 0 5 0 4 4 6 . 4 4  S  ' ' / Y 5 0 0 . 0 0 0 9.29
r.o r; i) 7 2 3 . 0 8

7 7 3 . 0 0

8 2 3 . 0 0

16 0 . 2 0

' 1 7 0 . 7 0 .....

195 . 3 0

5 0 6 . 2 0  

6 1 4 . 3 5  

6 4 4 . 4 0

. y j i i r n qr, . -533v33---
r,r.p. an___

0 7.93

0 6 . 7 3

0 5 . 9 2

ouu
— ---/a p

j J »ou

' 5 6.95 

6 0 . 3 0

—\y \ U —........

Ahq i  lip . ' “O j(J 

900 / 5 1 5 . 5 2

W U U‘ |‘U r 

600 . 0 0

950 6 3 . 6 5 07 3 . 0 0 2 1 3 . 0 0 6 7 2 . 5 5

7 0 0 . 7 0

7 5 7 . 0 0

/ 530.04 S35'- 

:: — —  

/ 6 0 5 . 6 0  (t>C Y

6 3 3 . 3 3  

■666V67-

73 3 . 3 3

0 4 . 9 5  

0*1.00 
0 2 . 5 0

--------1 ,000 " ’
1 ,100

6 7 . 0 0

7 3 . 7 0

923 .0 0  

102J . O O
2 3 2 . 3 0

2 6 9 . 3 0

1 ,200 0 0 . -»0 1 1 2 3 . 0 0 3 0 6 . 3 0 0 1 3 . 3 0 ....  ^ 6 5 0 . 6 4  Y /Z t 80 0 . 0 0 0 1 . 3 3

------- 1,300 87 . 1 0 1223 . 0 0 - '• 3 4 3 . 3 0  ---- ....  0 6 9 . 6 0 ....... £ 6 9 5 . 6 0  “ ■ Z r.
.) 7 4 0 . 7 2  l lD 

7 8 5 . 7 6  '

..... . ' 0 3 0 . 0 0  .........

066 . 6 7

93 3 . 3 3  3*7/S ^
9 9 6 . 0 0  1
99 6 . 0 0

f  0 0 : 2 7

1 ,1)00 80 1323 . 0 0 3 0 0 . 3 0 9 2 5 . 9 0 / 7 9 . 3 6

1,500 

--------! 500 - .....

100.50

10 7 . 2 0

1*123.00

1 5 2 3 . 0 0

4 1 7 . 3 0  

• • 4 5 4 . 3 0 ....

9 0 2 . 2 0  

.. 1 0 3 0 . 5 0

7 0 . 0 9

0 3 . 4 1

TAXABLE WACE = AWW LESS tf76.92
SPENDABLE WACE  = AWW LESS FICA AND  1983 TAX DEDUCTION Q &  / / m

r  v  
J j 7 °



v
I

t •

S I N G L E  W I T H  N O  C H I L D R E N

A UU F T C  A .. ...

T A X A B L E  

_ .. W A G E  '

1 9 8 3

T A X

............ . . . D E D . -

S P E N D A B L  

....._______ W A G E .

■

* 1 00 $  6 . 7 0 ..5 80.77... „5..-7.. 6 0 — 7- 5.85.-70.

1 5 0 1 0 . 0 5 1 3 0 . 7 7 1 6 . 0 0 5  9 5

2 0 0 1 3 . 4 0 1 8 0 . 7 7 2 4 . 6 0 1 6 2 . 0 0

16 7 5  - ..... 2 3 0 . 7  7— ____________ 3 4 . 6 0 ... -------  1 9 0 . 6 5 -
------------ ^ J U ----------

3 0 0 2 0 . 1 0 2 8 0 . 7 7 4 6 . 4 0 2 3 3 . 5 0

3 5 0 2 3 . 4 5 3 3 0 . 7 7 5 9 . 1 0 2 6 7 . 4 5

ii n n 96 8 0  - - - 300.7-7- . - - 7 4 . 1 0 - ...2 9 9 . 1 0 -
------------ *1 u u----------

4 50 3 0 . 1 5 4 3 0 . 7 7 8 9 . 2 0 3 3 0 . 6 5

5 0 0 3 3 . 5 0 4 8 0 . 7 7 1 0 6 . 2 0 3 6 0 . 3 0

c c n .80 8 5 .......... ■ • - - 5 3 0 . 7 7 - -----------1 2 3 . 2 0 - — — ..... 3 0 9 . 9 5

6 0 0 4 0 . 2 0 5 0 0 . 7 7 1 4 1 . 7 0 4 1 8 . 1 0

6 5 0 4 3 . 5 5 6 3 0 . 7 7 1 6 0 . 2 0 4 4 6 . 2 5

jift on 6 0 0  7 7  ■.. .... - 1 7 8 . 7 0 -  ..4 7 4 . 4 0 -
— .---------- /UU----------

7 5 0

-------4  U i J U

5 0 . 2 5 7 3 0 . 7 7 1 9 5 . 4 0 5 0 4 . 3 5

3 0 0 5 3 . 6 0 7 0 0 . 7 7 2 1 3 . 9 0 5 3 2 . 5 0

8 40 —  5 6 . 9 5  ____ _____ 0 3 0 . 7 7 - -----------2 3 2 . 4 0 ----  5 6 0 . 6 5 -

9 0 0 6 0 . 3 0 0 0 0 . 7 7 2 5 0 . 9 0 5 8 0 . 0 0

9 5 0 6 3 . 6 5 9 3 0 . 7 7 2 6 9 . 4 0 6 1 6 . 9 5

1 0 0 0 6 7 . 0 0 _ 900.2-7.... . -207..90 - _ — . 6 4 5 . 1 0 .

1 , 1 0 0 7 3 . 7 0 1 0 0 0 . 7 7 3 2 4  .90 7 0 1 . 4 0

1 . 2 0 0 80 . 4  0 1 1 8 0 . 7 7 3 6 1 . 9 0 7 5 7 . 7 0

1 9 0 0 8 7 . 1 0 ...... 12 80.7.7.-__________ 3 9 8 . 9 0  — ________ 0 1 4 . 0 0

1 , 4 0 0 9 3 . 8 0 1 3 0 0 . 7 7 4 3 5 . 9 0 8 7 0 . 3 0

1 , 5 0 0 1 0 0 . 5 0 1 4 8 0 . 7 7 4 7 2 . 9 0 9 2 6 . 6 0

_ 1.,600 ...... _ L Q 2 . - 2 0 ______ _____ 500.7.7- __________509.. 9.Q— ......._9£;2..9Q-

 ;_______________ ao ?/° of. ...

80 °/ ° O F  S P E N D A B L E

S P E N D A B L E  C U R R E N T  A S  °/ ° O F

 W A G E ___________ —  L A W ----------- C U R R E N T .......—

. . _ . £ . G a  

9 9  

y i 2 9  

— ,42158. 

/ 5 1 8 6  

A / 2 1 3  

—  A 3  23 d 
/<?264 

/•2-2Q0 

— /i? 3 H  

/ a  34 

/  3 5 7  

— £1.379 
■ ^ 4 0 3  

-tf-4 2 S

 -0448

/ 4 7 1  

/ 4 9 3  

_=-_asIB.

/  5 6 1  

 £ 6 0  6

,.56.
.16

. 6 0 - 5 / f

. 32  

. 8 0 ^ 0 ^  

.96  ̂ " 7 ^ "  

. 2 8 - 3 . / ^ -  

.52 3 / 7 V  

. 2 4 ^ / ^

. 4 8 & c ! ! I

, o o C l 8 5 (<~

.48 £ 0 ( r  
-.00---------

JL-.66..67..

100.00
1 3 3 . 3 3  

—  1 6 6 . 6 7

2 0 0 . 0 0
2 3 3 . 3 3  

— 266.67-

3 0 0 . 0 0

3 3 3 . 3 3  

— 3 6 6 .6 7-

4 0 0 . 0 0

4 3 3 . 3 3  

— 4 6 6 . 6 7

5 0 0 . 0 0

(@G_

(oGO
c  y  s 
■£>>

/.fe b iT e .__
2, 0 0 0

V 'F r

'■ 2 /+ /F  fr~

I f f * ?

C l i o o  

Z i /b C >  
- 2 ^ -  

/  O O O

o /o
. 1 0 2 . 8 4

9 9 . 1 6  

9 7 . 2 0

- 9 5 . 3 5 .  

93 .-40 

'91.70 

- 8 9  .73-

8 8 . 1 7  

8 6 . 4 7

• 8 5 . 0 8  

8 3 . 6 2  

8 2 . 3 8  

- 8 1 . 3 3  

8 0 . 7 0

w  ry r \ « A"3  J  J  VO  O---
— r ,.a *

.-^..651 

6 9 6  

7 4 1  

J7.06

^=v5oS~.'67 

.04 LJ**J  6 0 0 . 0 0

.56 lF / £  6 3 3 . 3 3

-.08- ,--------.-SScf-GO

.12 5 b /  7 3 3 . 3 3

*1 b l& J -F ._____000., 00
. 2 a ^ - ^ ^ - 8 6 6 . 6 7

. 2 4  

.28 

-32.

9 3 3 . 3 3  

9 9 6 . 0 0  

0 3 0 .  2.0

r 7 9 . 0 0

i 0 o o

;

7 9 . 1 5 ..........

7 8 . 5 1  

7 7 . 9 3  

___77 . 4 1 .... .....

7 6 . 5 2

LJ J J ° ° 7 5 . 7 7

t

) 7 

1 _

7 5 . 1 4 -----------

1 7 4 . 6 0  

74 .43 

7 8 . 9 5 ------

TAXABLE WAGE  = /1M/ ££SS 5 1 9 . 2 3
SPENDABLE WACE = Zll/// 5F5S FIF/1 AND % 1903 TAX DEDUCTION / ) / / f & P & M * :  ^ ’$ 0 6 :Y     .

/ l fF



—  M W F IC A

TABLE 1

MARRIED WITH TWO CHILDREN

TAXABLE 
WACE .

1903 

TAX 
■DED "■

SPENDABLE
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I n t r o d u c e d :  4 / 4 / 8 3
R e f e r r e d :  L a b o r  & C o m m e r c e

BY  T H E  ' U L E S  C O M M I T T E E  BY
1 IN  T H l. w O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

2 H O U S E  B I L L  NO. 319

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  Act enti t l e d :  " A n  A c t  r e l a t i n g  to the M u n i c i p a l  B o n d  B a n k  A u t h o r i -

7 ty; a n d  p r o v i d i n g  fo r  a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L ASKA:

9 S e c t i o n  1. AS 3 9 . 2 5 . 1 1 0 ( 1 2 )  is a m e n d e d  to read:

10 (12) the e x e c u t i v e  s e c r e t a r y  [AND L E G A L  C O U N S E L ] of the

11 A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y ;

12 *  Sec. 2. AS 3 9 . 2 5 . 1 2 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

13 (19) e m p l o y e e s  a n d  agents, o t h e r  t h a n  the e x e c u t i v e  s e c r e -

14 tary, of the A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y .

15 * Sec. 3. AS 4 4 . 8 5 . 0 4 0  is a m e n d e d  to read:

16 Sec. 4 4 . 8 5 . 0 4 0 .  O F F I C E R S L [AND] QUORUM. A N D  M E E T I N G S . (a) T h e

17 d i r e c t o r s  s ha l l  elect: one of t h e i r  n u m b e r  as cha i rm a n .  T h e  d i r e c t o r s

18 shall elect a s e c r e t a r y  a n d  a t r e a s u r e r  w h o  n e e d  no t  be d i r e c t o r s ,  a n d

19 the sam e p e r s o n  m a y  be e l e c t e d  to serve b o t h  as s e c r e t a r y  a n d  t r e a s u r -

20 er. The p o w e r s  of the b o n d  b a n k  a u t h o r i t y  are v e s t e d  in the d i r e c -

21 tors, and t h r e e  d i r e c t o r s  of the b o n d  b a n k  a u t h o r i t y  c o n s t i t u t e  a

22 quorum. A c t i o n  m a y  be t a k e n  an d  m o t i o n s  and r e s o l u t i o n s  a d o p t e d  by

23 the b o n d  b a n k  a u t h o r i t y  at any m e e t i n g  by the a f f i r m a t i v e  v o t e  of at

24 least three d i r e c t o r s .  A  v a c a n c y  in the d i r e c t o r s h i p  of t he  b o n d  b a n k

25 a u t h o r i t y  d oes not i m p a i r  the right of a q u o r u m  to e x e r c i s e  all the

26 p o w e r s  and p e r f o r m  all the d u t i e s  of the b o n d  b a n k  a u t h o r i t y .

27 (b) T h e  b o n d  b a n k  a u t h o r i t y m ay m e e t  a n d  t r a n s a c t  b u s i n e s s  b y  a n

28 e l e c t r o n i c  m e d i u m  if (1 ) p u b l i c  n o t i c e  of the time a n d  l o c a t i o n s  w h e r e

29 the m e e t i n R  w i l l  be h e l d  b y  a n  e l e c t r o n i c  m e d i u m  h a s  b e e n  g i v e n  i n  the
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same m a n n e r  as if t h e  m e e t i n g  w e r e  h e l d  in a s i n g l e  loc a t i o n;  (2 ) 

p a r t i c i p a n t s  a n d  m e m b e r s  of the  p u b l i c  i n  a t t e n d a n c e  c a n  h e a r  a n d  h a v e  

t h e s a m e  r i g h t  to p a r t i c i p a t e  in th e  m e e t i n g  as if th e  m e e t i n g  w e  

c o n d u c t e d  i; pers o n ;  a n d  (3) c o p i e s  of p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  

s t a t utes, r e g u l a t i o n s . a n d  a u d i o - v i s u a l  m a t e r i a l s  a r e  r e a s o n a b l y  

a v a i l a b l e  to p a r t i c i p a n t s  a n d  to the p u bl i c .  A  m e e t i n g  b y  a n  e l e c­

t ro n i c  m e d i u m  as p r o v i d e d  in this s u b s e c t i o n  h a s  the sam e  l eRal e f f e c t  

as a m e e t i n g  i n  p e r s o n .  

f Sec. 4. AS 4 4 . 8 5 . 0 7 0  is a m e n d e d  to read:

Sec. 4 4 . 8 5 . 0 7 0 .  STAFF. T h e  bor»d b a n k  a u t h o r i t y  s h a l l  e m p l o y  an 

e x e c u t i v e  s e c r e t a r y  w h o  m a y  w i t h  the a p p r o v a l  of the b o n d  b a n k  a u t h o r­

ity s e l e c t  a n d  e m p l o y  a d d i t i o n a l  s t a f f  as n e c e s s a r y .  E m p l o y e e s  and 

a g e n t s  of the b o n d  b a n k  a u t h o r i t y  o t h e r  t h a n  [LEGAL C O U N S E L  AND] the 

e x e c u t i v e  s e c r e t a r y  are in the p a r t i a l l y  exempt: [ C LA S S I F I E D ] s e r v i c e

u n d e r  AS 39.25. I n  a d d i t i o n  to its s t a f f  of r e g u l a r  e m p l o y e e s ,  the 

b o n d  b a n k  a u t h o r i t y  m a y  c o n t r a c t  for a n d  en g a g e  the s e r v i c e s  of the 

b o n d  c o u nsel, c o n s u l t a n t s ,  ex p e r t s ,  an d  f i n a n c i a l  a d v i s o r s  the b o n d  

b a n k  a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  for the p u r p o s e  of d e v e l o p i n g  

i n f o r m a t i o n ,  o r  c o n d u c t i n g  s t u d i e s , i n v e s t i g a t i o n s ,  h e a r i n g s  o r  o t h e r

p r o c e e d i n g s .

*-"See. 5. AS 4 4 . 8 5 . 1 0 0 ( b )  is a m e n d e d  to read:

(b) Th e  b o n d  b a n k  a u t h o r i t y  sh a l l  i n c l u d e  in the r ep o r t  r e q u i r e d  

by (a) of this s e c t i o n  a n  e s t i m a t e  of the am o u n t of r e v e n u e  b o n d s  of 

the b o n d  b a n k  a u t h o r i t y  to be i s s u e d  d u r i n g  the .fiscal y e a r  f o l l o w i n g  

t h e f i s c a l  y ea r  in w h i c h  the r e p o r t  is s u b m i t t e d  [12- m o n t h  pe r i o d ] .  

T h e  b o n d  b a n k  a u t h o r i t y  m a y  not i s s u e  r e v e n u e  b o n d s ^  o t h e r  t h a n  r e­

fu n d i n g  b o n d s  dtui&tg any f i s c a l  y e a r  [12 m o n t h  period] b e g i n n i n g  a f t e r  

J u n e  30, 1981, u n l e s s  the l e g i s l a t u r e ,  b y  law, a p p r o v e s  the e s t i m a t e

r e q u i r e d  by this s u b s e c t i o n  fo r  that fi s c a l  y e a r  [12- m o n t h  p e r i o d ] .
^  ifj o Is S O  •" k-**^
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1 * Sec. 6 . A S  4 4 . 8 5 . 1 8 0 ( c )  is a m e n d e d  to read:

2 (c) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  of (a) an d  (b) of this sec-

3 tion, t h e  t o c a l  am o u nt  of b o n d  b a n k  a u t h o r i t y  b o n d s  a n d  n o t e s  out-

4 s t a n d i n g  at a n y one time, e x c e p t  b o n d s  or n o t e s  i s s u e d  to f und or

5 r e f u n d  b o n d s  o r  notes, m a y  n o t  e x c e e d  $ 2 0 0 , 0 0 0 , 0 0 0  [ $ 1 5 0 , 0 0 0 , 0 00 ] ,

6 * Sec. 7. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.-

7 1 0 .070(c).
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S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J u n e a u

M a r c h  31, 1 9 8 3

T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  the H o u s e  
A l a s k a  St te L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. S p e a k e r :

U n d e r  t h e  a u t h o r i t y  of art. Ill, sec., 18, of t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the 
A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y .

T h e  b i l l  a m e n d s  A S  3 9 . 2 5 . 1 1 0 ( 1 2 ) ,  3 9 . 2 5 . 1 2 0  a n d  A S  4 4 . 8 5
b y  d e l e t i n g  t h e  w o r d s  " l e g a l  c o u n s e l "  a n d  m o v i n g  the a u­
t h o r i t y ' s  e m p l o y e e s ,  o t h e r  t h a n  the e x e c u t i v e  s e c r e t a r y  
(who is in the e x e m p t  s e r v i c e ,  u n d e r  A S  3 9 . 2 5 . 1 1 0 ( 1 2 ) ) ,  
f r o m  the classi 'lied s e r v i c e  to the p a r t i a l l y  e x e m p t  s e r­
v i c e  (secs. 1, 2, and 4 o f  the b i l l ) ,  a u t h o r i z i n g  the
a u t h o r i t y  to h o l d  m e e t i n g s  by  a n  e l e c t r o n i c  m e d i u m  (sec. 
3), and i n c r e a s i n g  b o n d i n g  a u t h o r i z a t i o n  f r o m  $ 1 5 0 , 0 0 0 , 0 0 0  
t o  $ 200,000,000 (sec. 6).

A S  4 4 . 8 5 . 1 0 0 ( b )  c u r r e n t l y  r e q u i r e s  a n  e s t i m a t e  of the 
a m o u n t  o f  b o n d s  to be i s s u e d  for t h e  " f o l l o w i n g  12- m o n t h  
p e r i o d . "  The a m e n d m e n t  to t h a t  s e c t i o n ,  in sec. 5 of the 
t i l l ,  m a k e s  it c l e a r  t h a t  t h e  e s t i m a t e  is for t h e  f i s c a l  
y e a r  f o l l o w i n g  t h e  f i s c a l  y e a r  in w h i c h  the e s t i m a t e  is 
s u b m i t t e d  and n o t  for t h e  12- m o n t h  p e r i o d  f o l l o w i n g  the 
s u b m i s s i o n  of t h e  e s t i m a t e .

S e c t i o n  6 of t h e  b i l l  i n c r e a s e s  the l i m i t  on the t o t a l  
a m o u n t  of  o u t s t a n d i n g  b o n d s  a n d  n o t e s  from. $110,000,000 to 
$ 2 0 0 , 0 0 0 , 0 0 0 .  The a u t h o r i t y  c u r r e n t ] y  h a s  o n l y  
$ 1 8 , 0 0 0 , 0 0 0  l e f t  u n d e r  its p r e s e n t  s t a t u L o i ^  l i m i t a t i o n ,  
and it e s t i m a t e s  t h a t  a t  l e a s t  $ 6 0 , 0 0 0 , 0 0 0  w o r t h  o f  i s s u e s  
a r e  n o w  b e i n g  d e v e l o p e d .  T h e  i n c r e a s e  to a $ 2 0 0 , 0 0 0 , 0 0 0  
l i m i t  w o u l d  a l l o w  the a u t h o r i t y  to o p e r a t e  for at l e a s t  
a n o t h e r  y e a r  w i t h o u t  t h e  n e c e s s i t y  for an a d d i t i o n a l  a d ­
j u s t m e n t  to the s t a t u t o r y  limit.

S i n c e r e l y ,

I

G o v e r n o r
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IV. ANALYSIS:

Additional increase 
million in Section 6 will require an appropriation for funds 

leveraging. Ten percent of the FY 84 borrowings must be backed up by 

leveraging reserves. A $30 million bond sale program will require 

$3.0 million in appropriations.

We have asked for $3.0 million in the Governor's Capital 3udget to 

provide the reserve account for the $30.0 million worth of bonds.

u  o u
in bonding authority from $150 million to $200



S t  a  :

W A L T  F U R N A C E .C H A IR M A N  
R IC K  U E H L IN G .  V IC E  C H A IR M A N

J O H N  C O W D E R Y  
N I IL O  E .  K O P O N E N  

H U G H  M A L O N E  
J O H N  R IN G S T A D  

R O N  W E N D T E

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

A p r i l  19, 1983

To: R e p r e s e n t a t i v e  W a l t  Furnace, C h a i r m a n

H ouse L a b o r  & Commerce C o m m ittee

From: Jef
k .

f e r s o n  B. B a r r y  (J— -

P r o f e s s i o n a l  A i d e

Re: H o use Bill 319

House Bill 319 w a s  introduced by the G o v e r n o r  and 

relates to the M u n c i c i p a l  Bond Bank. The b i l l  i n c r eases the 

b o n d i n g  a u t h o r i z a t i o n  by $50 m i l l i o n  to $200 mill ion, allow 

m e e t i n g s  to be c o n d u c t e d  e lectron ically, c l arify  reporting, 

and p l a c i n g  the employees of the a u t h o r i t y  in the p a r t i a l l y  

exempt service.

^ S e c tion 1 of the bill deletes the w o r d s  AND L E G A L  

C O U N S E L  from the curre nt law. This m e a n s  that if the 

a u t h ority were to hire (as staff) legal counsel that they 

w o u l d  not be in the exempt service, but w o u l d  be in the 

p a r t i a l l y  exempt service of the State P e r s o n n e l  Act.

^ Section 2 of the bill places the empl oyees in the 

p a r t i a l l y  exempt service.

^Secti on 3 of the bill provides a n e w  section,

AS 44.85 .040 (b) w h i c h  w o u l d  allow the a u t h o r i t y  to m e e t  and 

transact b u s i n e s s  by an electronic medium. This m e t h o d  of 

c onducting m e e t i n g s  has been used by other agencies,



i n c l uding L e g i s l a t i v e  Council, and p o t e n t i a l l y  could be a 

cost e f f e c t i v e  and timely m e t h o d  of c o n d u c t i n g  meetings.

* S e c t i o n  A of the bill r e l a t e s  to staff. Last year, 

the a u t h o r i t y  r e q u e s t e d  to h a v e  these employee 

c l a s s i f i c a t i o n s  p l a c e d  in the p a r t i a l l y  exempt service 

t h r o u g h  HB69A. The t e s t i m o n y  of the a u t h o r i t y  wa s that 

there w e r e  only e mployees of the a u t h o r i t y  (executive 

di r e c t o r  and e x e c u t i v e  secretary) and there was no 

a n t i c i p a t i o n  b y  the a u t h ority of h i r i n g  more employees in 

the n e x t  year. Legal work, financial advising, etc. w a s  all 

done on contract and the a u t h orit y w a s  p l a n n i n g  on 

co n t i n u i n g  this method.

The l e g i s l a t u r e  did not place the employ ee 

c l a s s i f i c a t i o n s  in the p artially exempt service for three 

m a i n  reasons. First, if employees are p e r f o r m i n g  w o r k  w h i c h  

is of a n a t u r e  to legiti m a t e l y  place them in the p a r t ia lly 

exempt service there is a m e c h a n i s m  for c l a s s i f y i n g  them 

p a r t i a l l y  ex empt u n d e r  A? 39.25.130. A r ticle XII, Sect ion 7 

of the A l a s k a  C o n s t i t u t i o n  r e q uires  the state to have a 

p e r s o n n e l  s y s t e m  b a s e d  or. merit. Second, in v i e w  of 

d e c l i n i n g  state revenues, it was felt the a u t h ority should 

not, or ha ve the po tential to, b e co me p o l i t i c a l  in n a tur e 

and scope. It was p e r c e i v e d  that if all employe es served at 

the p l e a s u r e  of the Governor, then all employees w ould 

report, analyze, recommend, and 'testify consistent w i t h  the 

G overnor's p o l i c y  r ather than on a sound fiduc i a r y  basis.

The p o t e n t i a l  w a s  that if the fiscal experts u n d e r  contract 

m a d e  r e c o m m e n d a t i o n s  or advised action contrary to the 

G over nor's policy, they could be repl a c e d  by in-house 

employees w h o  serve at the p l e a s u r e  of the Governor. Third, 

since there w e r e  no employees in these c l a s s i fica tions and 

no stated intent to h i r e  any, the legisl ature did not w a n t  

to e n c o u r a g e  additions to the b u r e a u a c r a c v , especi ally by 

p r o v i d i n g  p o s i t i o n s  w h i c h  could be filled by po litical 

p a t r o n a g e .



^ S e c t i o n  5 of the bill is c l a r i f y i n g  l a n guage w h i c h  

m a k e s  it clear that the estimate c o n t a i n e d  in the r e q u i r e d  

r e p o r t  is for the f o l l o w i n g  fiscal year.

^ S e c t i o n  6 of the bill increases the limit on the total 

of o u t s t a n d i n g  bonds and notes to $ 2 0 0 , 0 0 0 , 0 0 0  from 

$150,000,000.
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D e a r  R e p r e s e n t a t i v e  A d a m s :

Yo u  h a v e  r e q u e s t e d  o u r  o p i n i o n  w h e t h e r  c o n s t r u c t i o n  
c o n t r a c t s  m a d e  b y  n o n - g o v e r n m e n t a l  e n t i t i e s  w h i c h  are f i n a n c e d  by 
s t a t e - f u n d e d  g r a n t s  are s u b j e c t  to the p r o v i s i o n s  of the L i t t l e  
D a v i s - B a c o n  A c t  (AS 36.05) r e g a r d i n g  p a y m e n t  of p r e v a i l i n g  w a g e s  
to e m p l o y e e s  w o r k i n g  on p u b l i c  c onstr u c t i o n .  Y o u  cite examples 
o f  g rants m a d e  f o r  a day ca re center, a " huma n s e r v i c e s  complex," 
a n d  a p u b l i c  w o r k s  f a c i l i t y .  T h e s e  g rants w e r e  m a d e  b y  a p p r o p r i­
ations i n  w h i c h  the g r a n t e e s  w e r e  s p e c i f i c a l l y  desi gn a t e d .  In 
e a c h  case the g r a n t e e  is a p r i v a t e  n o n - p r o f i t  corpor a t i o n .

The g r a n t s  to w h i c h  y o u  r e f e r  are c o m m o n l y  k n o w n  as 
d e s i g n a t e d  ’gr a n t s  and are g o v e r n e d  by the p r o v i s i o n s  of AS o7.- 
05.316 (Grants to N a m e d  R e c i p i e n t s ) .  A n o t h e r  c a t e g o r y  of d e s i g­
n a t e d  g r a n t  w h i c h  is used to c o n s t r u c t  c a p i t a l  i m p r o v e m e n t s  in 
u n i n c o r p o r a t e d  c o m m u n i t i e s  is an U n i n c o r p o r a t e d  C o m m u n i t y  Grant 
u n d e r  A S  3 7 . 0 5 . 3 1 7 .  B e c a u s e  an u n i n c o r p o r a t e d  c o m m u n i t y  is n o t  a 
legal e n t i t y  a n d  t h e r e f o r e  lac)o the c a p a c i t y  to r e c e i v e  a nd a d­
m i n i s t e r  a g r a n t  of p u b l i c  funds, AS 3 7 . 0 5 . 3 1 7 ( 2 )  a u t h o r i z e s  the 
D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to m a k e  the gr ant to 
a p r i v a t e  n o n - p r o f i t  c o r p o r a t i o n  or f e d e r a l l y  r e c o g n i z e d  tribal 
c o u n c i l  w h i c h  is r e p r e s e n t a t i v e  of the u n i n c o r p o r a t e d  community. 
W e  r e c e n t l y  e x p r e s s e d  our v i e w  that c o n s t r u c t i o n  c o n t r a c t e d  out 
b y  such an o r g a n i z a t i o n  for an u n i n c o r p o r a t e d  c o m m u n i t y  w i t h  
g rant funds p r o v i d e d  b y  the state u n d e r  AS 3 7 . 0 5 . 3 1 7  is subject 
to the p r o v i s i o n s  of the L i t t l e  D a v i s - B a c o n  Act. 1982 Inf. Op.
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A.tt'y Gen. (Octob er 5) 1/ A  t h i r d  c a t e g o r y  of grants, Grants to
M u n i c i p a l i t i e s  u n d e r  A S  3 7 . 0 5 . 3 1 5 ,  p r o v i d e s  state  f u n d s  for a 
v a r i e t y  o f  local p r o j e c t s  and a c t i v i t i e s  d i r e c t l y  to e s t a b l i s h e d  
p o l i t i c a l  s u b d i v i s i o n s  of the state. T h e  r e q u i r e m e n t s  of L i t t l e  
D a v i s - B a c o n  c l e a r l y  a p p l y  to c o n s t r u c t i o n  p r o j e c t s  c o n t r a c t e d  out 
u n d e i  t h o s e  grants.

Y o u  n o w  a s k  w h e t h e r  c o n s t r u c t i o n  c o n t r a c t e d  out b y  n o n­
g o v e r n m e n t a l  e n t i t i e s  w i t h  g r a n t s  m a d e  u n d e r  AS 3 7 . 0 5 . 3 1 6  are 
a l s o  s u b j e c t  to t h a t  Act. W e  c o n c l u d e  t h a t  the a n s w e r  to your 
q u e s t i o n  w i l l  d e p e n d  u p o n  t h e  n a t u r e  of the p a r t i c u l a r  p r o j e c t  
b e i n g  c a r r i e d  out b y  the g r a n t e e .  If the p r o j e c t  or i m p r o v e m e n t  

• i n v o l v e s  t h e  u n d e r t a k i n g  or p r o v i s i o n  o f  t r a d i t i o n a l  g o v e r n m e n t  
f a c i l i t i e s ,  services, or a c t i v i t i e s  it is c o v e r e d  b y  the Act, 
d e s p i t e  t h e  n o n - g o v e r n m e n t a l  s t a t u s  of the e ntity c o n t r a c t i n g  out 
t h e  work. Ho wever, if the w o r k  c o n t r a c t e d  out is n o t  like that 
t r a d i t i o n a l l y  c a r r i e d  out or p r o v i d e d  b y  g o v e r n m e n t ,  it is not 
c o v e r e d  b y  L i t t l e  D a v i s - B a c o n .  In o r d e r  to define the line b e ­
t w e e n  t h o s e  p r o j e c t s  c o v e r e d  b y  the A c t  a n d  those w h i c h  are not, 
w e  r e c o m m e n d  the a d o p t i o n  by t he D e p a r t m e n t  of L a b o r  of r e g u l a­
ti o n s  s e t t i n g  out the s t a n d a r d s  a p p l i c a b l e  to d e t e r m i n i n g  w h e t h e r  
p r o j e c t s  u n d e r t a k e n  by a f f e c t e d  g r a n t e e s  w i l l  be c o n s i d e r e d  as 
c o v e r e d  or n o n - c o v e r e d .  . By a d o p t i n g  r e g u l a t i o n s  the d e p a r t m e n t  
w i l l  put t hose e n t i t i e s  on n o t i c e  of t h e i r  p o t e n t i a l  o b l i g a t i o n s  
u n d e r  the A c t  a n d  h e l p  a s s u r e  u n i f o r m  a n d  c o n s i s t e n t  d e t e r m i n a­
ti o n s  of c o v e r a g e  or n o n - c o v e r a g e .  O u r  r e a s o n i n g  follows.

•

T h e  f u n d a m e n t a l  r e q u i r e m e n t  of the L i t t l e  D a v i s - B a c o n  
A c t  is set out in AS 3 6 . 0 5 . 0 1 0  w h i c h  p r o v i d e s ,  in p e r t i n e n t  part, 
a s .f o l l o w s :

Sec. 36 .05 . 0 1 0 .  W A G E  R A T E S  OK P U B L I C  C O N­
STRUCTION. A  c o n t r a c t o r  or s u b c o n t r a c t o r  w h o  p e r­
forms w o r k  on p u b l i c  c o n s t r u c t i o n  in the state, as 
d e f i n e d  b y  A S  3 6 . 9 5 . 0 1 0 ( 3 ) ,  shall  pay n o t  less 
than the c u r r e n t  p r e v a i l i n g  w a g e s  for w o r k  of a 
si m i l a r  n a t u r e  in the r e g i o n  in w h i c h  the w o r k  is 
d o n e .

1/ We n o t e  that o u r  O c t o b e r  5, 1982 o p i n i o n  i n c o r r e c t l y  r e­
f e r r e d  to grants m a d e  u n d e r  A S  3 7 . 0 5 . 3 1 5 ,  w h i c h  deals w i t h  grants 
to o r g a n i z e d  m u n i c i p a l i t i e s .  This w a s  o b v i o u s l y  a t y p o g r a p h i c a l  
e r r o r  as the p r o b l e m  w h i c h  it a d d r e s s e d  i n v o l v e d  an U n i n c o r p o­
r a t e d  C o m m u n i t y  Grant, w h i c h  is c o v e r e d  by AS 37.05.317.
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" P u b l i c  c o n s t r u c t i o n "  is d e f i n e d  in AS 3 6 . 95.010(3) as follows:

(3) " p u b l i c  c o n s t r u c t i o n "  or " p u b l i c  w o r k s "  
m e a n s  the o n - s i t e  f i e l d  surveying, e r e c t i o n ,  r e­
h a b i l i t a t i o n ,  a l t e r a t i o n ,  e x t e n s i o n  or repair, 
i n c l u d i n g  p a i n t i n g  or r e d e c o r a t i n g  of b u i l d i n g s ,  
h i g h w a y s  or o t h e r  i m p r o v e m e n t s  to real p r o p e r t y  
u n d e r  c o n t r a c t  f o r  the state, a p o l i t i c a l  s u b­
d i v i s i o n  of the state, or a r e g i o n a l  s c h o o l  b o a r d  
w i t h  r e s p e c t  to an e d u c a t i o n a l  f a c i l i t y  u n d e r  AS 
1 4 . 0 8 . 1 6 1 ;

The a n s w e r  to y o u r  q u e s t i o n  e s s e n t i a l l y  r e v o l v e s  a r o u n d  w h e t h e r  
w o r k  c a r r i e d  o u t  w i t h  p u b l i c  funds b y  a d e s i g n a t e d  g r a n t e e  is 
" p u b l i c  c o n s t r u c t i o n "  w i t h i n  the m e a n i n g  and p u r p o s e  of the 
L i t t l e  D a v i s - B a c o n  Act. Thi s is a q u e s t i o n  w h i c h  has y e t  to be 
a d d r e s s e d  b y  t h e  A l a s k a  courts and, w h i l e  we b e l i e v e  the courts 
w o u l d  f o l l o w  the  a n a l y s i s  w h i c h  w e  a p p l y  here, w e  o b v i o u s l y  
c a n n o t  g u a r a n t e e  t h a t  our v i e w  w i l l  u l t i m a t e l y  b e  a d o p t e d  by 
them. 2/

In 1982, the A l a s k a  Supreme Court a d o p t e d  an e x p a n s i v e
v i e w  of the c o n c e p t  of " p u b l i c  c o n s t r u c t i o n "  u n d e r  L i t t l e  D a v i s -
Bacon. C i t y  a n d  B o r o u g h  of Sitka v. C o n s t r u c t i o n  arid G e n era l 
L a b o r e r s  L o c a l  9 4 2 , 644 P. 2d 227 (Alaska 1982) . In the Sitka
d e c i s i o n , the c o u r t  e x p r e s s l y  stated that " [ t ] h e  f u n d a m e n t a l  p u r­
pose  of L i t t l e  D a v i s - B a c o n  ’is to assure that e m p l o y e e s  e n g a g e d  in 
p u b l i c  c o n s t r u c t i o n  r e c e i v e  at least the p r e v a i l i n g  w a g e . "  It
w e n t  on to e m p h a s i z e  that " [ t )he focus of the act, quit:® clearly,
is t o  the b e n e f i t  of the employees, n o t  the c o n t r a c t i n g  p r i n c i­
pa l s . "  S i t k a , 644 P 2 d  at 232.

2/ It is p a r t i c u l a r l y  i m p o r t a n t  to k e e p  in m i n d  that our v i e w  
may or m a y  n o t  be a d o p t e d  by the courts w h ere, as here, the 
s t a t u t e s  w i t h  w h i c h  w e  deal create c e rtain r i g h t s  a n d  o b l i g a t i o n s  
on n o n - g o v e r n m e n t a l  t h i r d  p a r t i e s  (e.g., c o n t r a c t o r s  and workers) 
w h i c h ,  u n l i k e  state a g e n cie s, are not b o u n d  to a d h e r e  to the a d­
vic e  of t he A t t o r n e y  General. That p r e c i s e  s i t u a t i o n  arose in 
Ci t y  and B o r o u g h  of Sitka v. C o n s t r u c t i o n  and G e n e r a l  L a b o r e r s  
L o c a l  9/j2, 644 P. 2d 227 (Alaska 1982) w h e r e  the A l a s k a  Supreme 
C o u r t  e x p i e s s l y  r e j e c t e d  an e a r l i e r  w r i t t e n  d e t e r m i n a t i o n  by the 
A t t o r n e y  G e n e r a l ' s  O f f i c e  that the Act did n o t  a p p l y  to the facts 
of that case.
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In d e c i d i n g  t h a t  the c o n t r a c t  at issue in Sitka was 
s u b j e c t  to L i t t l e  D a v i s - B a c o n ,  the S u p r e m e  Court e x p r e s s l y  r e ­
j e c t e d  t h e  a r g u m e n t  that  it w a s  n o t  c o v e r e d  b e c a u s e  it w a s  n o t  in 
the f o r m  of a t r a d i t i o n a l  c o n s t r u c t i o n  contract. The City of 
S i t k a  h a d  a r g u e d  t h a t  the c o n t r a c t  s h o u l d  be v i e w e d  in i s o l a t i o n  
as a t i m b e r  sale c o n t r a c t ,  u n c o n n e c t e d  w i t h  the contract for the 
c o n s t r u c t i o n  of a dam, e v e n  t h o u g h  the t i mber  to be sold and 
c l e a r e d  u n d e r  that c o n t r a c t  w a s  to be r e m o v e d  in order to m a k e  
the site s u i t a b l e  f o r  c o n s t r u c t i o n  of the dam. The court r e f u s e d  
to f o l l o w  Sitka 's a r g u m e n t ,  h o w e v e r ,  s a y i n g  that to do so " u nduly 
e x a l t s  f o r m  o v e r  s u b s t a n c e . "  Sitka, 644 P 2 d  at 232.

S imila r l y ,  w e  b e l i e v e  that the court w o u l d  r e j e c t  the 
a p p l i c a t i o n  of r i g i d  t e s t s  w h i c h  w o u l d  only inquire w h e t h e r  a 
p a r t i c u l a r  p r o j e c t  w a s  o w n e d  by a g o v e r n m e n t a l  entity or w h e t h e r  
the p r o j e c t  w a s  b e i n g  c a r r i e d  out u n d e r  con tract w i t h  a g o v e r n­
m e n t a l  entity. 3/ C e r t a i n l y ,  in m o s t  situat i o n s  it is to be 
a n t i c i p a t e d  that 'a " p u b l i c  w o r k "  w i l l  be owned by a g o v e r n m e n t a l  
e n t i t y .  However, n o t h i n g  in L i t t l e  D a v i s - B a c o n  e x p r e s s l y  r e ­
q u i r e s  g o v e r n m e n t a l  o w n e r s h i p  of the project. W h i l e  o w n e r s h i p  
m a y  o f t e n  be i n d i c a t i v e  o f  the " p u b l i c "  n a t u r e  of a p a r t i c u l a r  
p r o j e c t ,  we do n o t  b e l i e v e  it is n e c e s s a r i l y  de terminative. 
S i m i l a r l y ,  the Act is n o t - l i m i t e d  to p r o j e c t s  u n d e r  contra ct w i t h  
the s t a t e  or a p o l i t i c a l  s u b d i v i s i o n .  In fact, the statute^ at 
AS 3 6 . 9 5 . 0 1 0 ( 3 )  e x p r e s s l y  d e f i n e s  " p u b l i c  c o n s t r u c t i o n "  as p r o­
j e c t s  u n d e r  c o n t r a c t  for the state or a p o l i t i c a l  subdivision , 
i n d i c a t i n g  that the l e g i s l a t u r e  c l e a r l y  h a d  in m i n d  a p p l i c a t i o n  
of a b r o a d e r  test f o r  L i t t l e  D a v i s - B a c o n  c o v erage than a simple 
m e c h a n i c a l  inqui ry i n t o  the status of the c o n t r a c t i n g  entity.

3) A  r i g i d  a p p l i c a t i o n  of s t r i c t  r u l e s  for d e t e r m i n r i g  w h e t h e r  
a p r o j e c t  is " p u b l i c  c o n s t r u c t i o n "  c o u l d  a ffor J the o p p o r t u n i t y  
to c i r c u m v e n t  or e v a d e  L i t t l e  D a v i s - B a c o n  sim/ly by f u n d i n g  c o n­
s t r u c t i o n  of p r o j e c t s  such as roads, fire halls, p o lice stations, 
or s c h o o l  b u i l d i n g s  t h r o u g h  d e s i g n a t e d  grants. We do not b e l i e v e  
our S u p r e m e  Court w o u l d  p e r m i t  such a result. "'While the i n g e­
n u i t y  of m a n  is a p p a r e n t l y  limit l e s s ,  the court has h e l d  w i t h  
u n v a r y i n g  r e g u l a r i t y  that one m a y  not do by i n d i r e c t i o n  w h a t  is 
f o r b i d d e n  d i r e c t l y . ' "  S h e l d o n  J a c k s o n  C o lleg e v. State, 599 P . 2d 
127, 132 (Alaska 1979), auotine, W o l m a n  v. Essex. 342 F . S n n n  3QQ 
415 (S.O. Ohio 1972).
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As in t h e  Sitka case, the test to be a p p l i e d  in d e t e r­
m i n i n g  w h e t h e r  a p a r t i c u l a r  p r o j e c t  is " p u b l i c  c o n s t r u c t i o n "  s u b­
ject  to the p r o v i s i o n s  of the Act is a f u n c t i o n a l  one w h i c h  
i n q u i r e s  i n t o  the n a t u r e  of the p r o j e c t  u n d e r  c o n t r a c t  a n d  its 
r e l a t i o n s h i p  to t h e  p u r p o s e s  of L i t t l e  D a v i s - B a c o n .  We b e l i e v e  
that test is one w h i c h  looks, a m o n g  o t h e r  things, to the n a t u r e  
of the p r o j e c t  i t s e l f  to d e t e r m i n e  w h e t h e r  it is the k i n d  of p r o­
jec t  or a c t i v i t y  w h i c h  is t r a d i t i o n a l l y  u n d e r t a k e n  by government. 
If it is, a n d  if p u b l i c  m o n i e s  are u t i l i s e d ,  the A c t  applies, 
i r r e s p e c t i v e  of q u e s t i o n s  of " o w n e r s h i p "  and c o n t r a c t o r  status.

W e  a r r i v e  at our c o n c l u s i o n  b a s e d  b o t h  on our r e ad ing
of t h e  S i t k a case and b e c a u s e  cf the s i m i l a r  a p p r o a c h  taken  by
the U.. S. D e p a r t m e n t  of L a b o r  in a p p l y i n g  the f e d e r a l  D a v i s - B a c o n  
Act (AO U.S.C. § 276a, et sea.). The d e f i n i t i o n  of "public 
b u i l d i n g "  or " p u b l i c  w o r k "  for p u r p o s e s  of the f e d e r a l  Act is set 
out at 29 C F R  § 3.2(h) a n d  p r o v ides, in p e r t i n e n t  part, as f o l­
lows :

(h) T h e  t e r m  " p u b l i c  b u i l d i n g "  or " p ublic 
w o r k "  i n c l u d e s  b u i l d i n g  or work, the c o n s t r u c t i o n ,  
p r o s e c u t i o n ,  compl e t i o n ,  or r e p a i r  of v ’. \ch, as 
de f i n e d  above, is c a r r i e d  on d i r e c t l y  by . „ ‘ho r i t y  
of or w i t h  funds of a F e d e r a l  a g e n c y  to s^.rve the 
i n t e r e s t  of the g e nera l p u b l i c  r e g a r d l e s s  of
w h e t h e r  t i tle t h e r e o f  is in a F e d e r a l  agency.

The A l a s k a  S u p r e m e  Cou rt e x p r e s s l y  s t a t e d  in Sit ka that, b e c a u s e  
L i t t l e  D a v i s - B a c o n  is m o d e l e d  a f t e r  the f e dera l A c t  and b e c a u s e  
the f e d e r a l  r e g u l a t i o n s  i m p l e m e n t i n g  that Act w e r e  a d o p t e d  before 
AS 3 6 . 9 5 . 0 1 0 ( 3 )  d e f i n i n g  " p ub lic c o n s t r u c t i o n "  b e c a m e  law in 
1972, it " w i l l  l o o k  to the federal r e g u l a t i o n s  c o n s t r u i n g  Davis- 
B a c o n  for a s s i s t a n c e  in i n t e r p r e t i n g  L i t t l e  D a v i s - B a c o n . "  Sitka 
at 231, n . 8.

The test w h i c h  xoe have  stated, w h i l e  r e l a t i v e l y  simple 
to set out, m a y  p r o v e  d i f f i c u l t  to a p p l y  to seme k i n d s  * of p r o­
jects. Obv iou s l y ,  some p r o j e c t s  such as roads, . i r p o r t s ,  sewers, 
m u n i c i p a l  b u i l d i n g s  and school b u i l d i n g s  are t r a d i t i o n a l l y  g o v­
er n m e n t a l  in nature. Others, such as c o n s t r u c t i o n  of w o m e n ' s  
shelters, day care centers, and a nimal shelters, w h i l e  s e r v i n g  a 
" p u b l i c  p u r p o se", 4/ h a v e  p r o bably n o t  t r a d i t i o n a l l y  b e e n  con-

4/ Of course, any e x p e n d i t u r e  of state funds, w h e t h e r  t h r o u g h  a 
g o v e r n m e n t a l  e n t i t y  or a p r i v a t e  o r g a n i z a t i o n  m u s t  be m a d e  for a 
"public p u r p o s e . "  A r t i c l e  IX, sec. 6, A l a s k a  C o n s t i t u t i o n .
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s t r u c t e c  b y  g o v e r n m e n t .  Howe ver, there w i l l  u n d o u b t e d l y  remain a 
" g r a y  area" of p r o j e c t s  w h i c h  cannot be r e a d i l y  c h a r a c t e r i z e d  as 
e i t h e r  g o v e r n m e n t a l  or n o n - g o v e r n m e n t a l  like h e a l t h  care f a c i l i­
ti e s  an d p o w e r  g e n e r a t i o n  and d i s t r i b u t i o n  facil ities. These 
k i n d s  of p r o j e c t s  are s o m e t i m e s  p r o v i d e d  b y  g o v e r n m e n t ,  sometimes 
b y  p r i v a t e  e n t i t i e s ,  and s o m e t i m e s  by b o t h  in the v e r y  same c o m­
m u n i t y .  In o r d e r  to c l a r i f y  the gray area and p r o v i d e  a b a s i s  
f o r  e n t i t i e s  w h o  r e c e i v e  d e s i g n a t e d  g ra nts and v-ho may t h e r efore 
b e  subject: to L i t t l e  D a v i s - B a c o n  to d e t e r m i n e  w h e t h e r  their p r o­
je c t  is s u b j e c t  to the r e q u i r e m e n t s  of the Act, w e  r e c o m m e n d  to 
t h e  D e p a r t m e n t  of Labor, by copy of this l e t t e r  to C o m m i s s i o n e r  
R o b i s o n ,  th at it a d o p t  r e g u l a t i o n s  s e t t i n g  out the k i n d s  of tests 
or  f a c t o r s  w h i c h  it w i l l  a p p l y  in e n f o r c i n g  the Act. 5/ By 
d o i n g  so, that d e p a r t m e n t  w i l l  a ssure  that d e s i g n a t e d  gra ntees 
h a v e  n o t i c e  of t h e i r  p o t e n t i a l  o b l i g a t i o n s  u n d e r  L i t t l e  D a v i s -  
B a c o n  and that d e t e r m i n a t i o n s  m a d e  by it are u n i f o r m l y  and c o n­
s i s t e n t l y  applied.

RV7L: v r b

cc: J i m  R o b i s o n
Coramis s i o n e r  
D e p a r t m e n t  of L a b o r

5/ The A l a s k a  S u p r e m e  Court e x p r e s s l y  a c k n o w l e d g e d  L a b o r ' s  
a u t h o r i t y ,  u n d e r  AS 3 6 . 0 5 . 0 3 0 ,  to d e t e r m i n e  w h e t h e r  a c o n t r a c t  is 
s u b j e c t  to L i t t l e  D a v i s - B a c o n  in S i t k a at 229. The k i n d s  of f a c­
tors w h i c h  m i g h t  be a p p l i e d  could i n c l u d e , a m o n g  others, u l t i m a t e  
o w n e r s h i p  of the facility, w h o  the i n t e n d e d  o p e r a t o r  a n d / o r  u s e r  
w i l l  be, and w h o  w i l l  b e a r  the costs of o p e r a t i n g  and m a i n t a i n i n g  
the facility.

If y o u  h a v e  any f u r t h e r  q u e s t i o n s  r e g a r d i n g  the scope 
of L i t t l e  D a v i s - B a c o n ,  p l e a s e  let us know.

S i n c e r e l y ,

R o n a l d  w. L o r e n s e n  
D e p u t y  A t t o r n e y  Gener al
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T h e  H o n o r a b l e  W a l t e r  R. F u r n a c e  
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RE: HB 331

D e a r  R e p r e s e n t a t i v e  Furnace:

T h e  A l a s k a  C h a p t e r ,  A s s o c i a t e d  G e n e r a l  C o n t r a c t o r s  of A m e r i c a ,  Inc., 

s t r o n g l y  s u p p o r t s  the p a s s a g e  of H B  331- HB 331 c l a r i f i e s  e x i s t i n g  l a w  

to a s s u r e  that r e c i p i e n t s  of State pu bl i c  funds u t i l i z e  procedure;- a i m e d  

at p r e s e r v i n g  the free e n t e r p r i s e  system.

T h e  p r o p o s e d  a m e n d m e n t  to AS 3 7 .0 5  is q u i t e  simple. S e c t i o n  (a) i n s u r e s  

that r e c i p i e n t s  of p u b l i c  funds for the c o n s t r u c t i o n  or r e p a i r  of a n y  

p u b l i c  f a c i l i t y  must a d v e r t i s e  t h es e  p r o j e c t s  and m a k e  an a w a r d  to the 

l o w e s t  r e s p o n s i b l e  bidder. Two u n h e a l t h y  s i t u a t i o n s  are a v o i d e d  b y  

u t i l i z i n g  c o m p e t i t i v e  bids: (1 ) bia s  in the s e l e c t i o n  and a ward p r o c e s s

a n d  (2 ) force acco un t  work.

B i a s  o r  the a p p e a r a n c e  of b ias in public c o n t r a c t  a w a r d s  s h o u l d  be 

a v o i d e d ,  ""he u n i v e r s a l l y  a c c e p t e d  met h o d  of a s s u r i n g  that no c o l l u s i o n  

e x i s t s  b e t w e e n  the c o n t r a c t i n g  e n t i t y  and the c o n t r a c t o r  is the 

c o m p e t i t i v e  s e a l e d  bid process.

" F o r c e  A c c o u n t "  or "day labor" r e f e r s  to pu bl i c  w o r k s  c o n s t r u c t i o n  done 

by  a g o v e r n m e n t a l  b o d y  u s i n g p u b l i c  e m p l o y e e s  w i t h  e q u i p m e n t  p u r c h a s e d  

o r  r e n t e d  by that  body, as o p p o s e d  to a "hard d o ll a r "  c o n tr a c t .

A l a s k a  Chapter, A . G . C . , c o n t e n d s  that the p u b l i c  i n t e r e s t  is bes t  s e r v e d  

by the c o n t r a c t  m e t h o d  of c o n s t r u c t i o n .
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P r i v a t e  i n d u s t r y  is r e a d y  and w i l l i n g  to p r o v i d e  the public, s ec t o r  w i t h  

the se r v i c e s  it ne e ds ,  a n d  w i l l  do so at a c o m p e t i t i v e  price. T a x p a y e r s  

w i l l  b e n e f i t  from this h e a l t h y  c o m p e t i t i o n  b e c a u s e  their m a i n  i n t e r e s t  

is to save t a x  d o l l ar s ,  and to get the m a x i m u m  r e t u r n  for e v e r y  tax 

d o l l a r  invested. W h e n  g o v e r n m e n t  d e c i d e s  to p r o d u c e  its o w n  g o od s  and 

ser vi c e s ,  it not o n l y  p r e v e n t s  the priv a t e  s e c t o r  from e a r n i n g  

g o v e r n m e n t  do l lars, but it al s o  den i e s  i t s e l f  r e v e n u e  fro m  the taxes 

p r i v a c e  e n t e r p r i s e  m ust pay.

T h e  c o n t r a c t  m e t h o d  of c o n s t r u c t i o n  has n u m e r o u s  a d v a n t g e s .  It 

e s t a b l i s h e s  d e f i n i t e  c o s t s  b e f o r e  c o n s t r u c t i o n  begi n s ; it p r e s c r i b e s  a 

d a t e  for c o m p l e t i o n  of the work; it e n s u r e s  q u a l i t y  wovrkmanship and 

m a t e r i a l ;  and  it p r o v i d e s  c e n t r a l i z e d  r e s p o n s i b i l i t y  for the work.

T h e  q ua l i t y  of w o r k m a n s h i p  and m a t e r i a l s  is g u a r a n t e e d  b y  the c on t r a c t  

system. The m a t e r i a l s  w h i c h  go into the p r o j e c t  are p r e s c r i b e d  in 

d e t a i l  in the s p e c i f i c a t i o n s  and are s u b je c t  to the a p p r o v a l  of the 

o w n e r.  If, in the o w n e r ' s  o p i n i o n,  the w o r k m a n s h i p  or the m a t e r i a l s  are 

no t  as s pecified, th e  o w n e r  c a n  reject the w o r k  and o r d e r  it r e d o n e  at 

the c o n t r a c t o r ' s  expense.

It is also a p r a c t i c e  of m a n y  o w n e r s  to r e q u i r e  t hat the c o n t r a c t o r  

m a i n t a i n  the p r o j e c t  in good c o n d i t i o n  for a per i o d  of tim e  a f t e r  

c o m p l e t i o n .  It is, t h e r ef o r e ,  to the c o n t r a c t o r ' s  e c o n o m i c  i n t e r e s t  —  

a n d  to the m a i n t e n a n c 0 of his r e p u t a t i o n  —  t hat the q u a l i t y  of his w o r k  

m e a s u r e  up to the p r e s c r i b e d  s ta n d a r d s .

N o t  only d o e s  the p u b l i c  r e c e i v e  h i g h e r  q u a l i t y  c o n s t r u c t i o n  p r o j e c t s

w h e n  they ar e  c o nt r a c t e d  out, but the public also r e c e i v e s  m o r e  for its 

mo n e y .  T h r o u g h  l o n g  e x p e r i e n c e ,  c o n t r a c t o r s  b e c o m e  s p e c i a l i s t s  in one 

o r  m o r e  p a r t i c u l a r  fields of c o n s t r u c t i o n .  T h e y  k r e w  t h ei r  s o u r c e s  of 

s uppl y ;  t hey know the c a p a c i t y  of t h e i r  m a c h i n e s  and the c a p a b i l i t y  of 

t h e i r  personnel. W h a n  p r e p a r i n g  a bid, a c o n t r a c t o r ' s  c o m p e t i t i v e  

i n c e n t i v e  r e q u i r e s  that he g i v e  c o n s i d e r a b l e  t h o u g h t  to the p r o b l e m  of 

d e v i s i n g  the best and m o s t  e c o n o m i c a l  m a n n e r  of d o i n g  the work. His 

s p e c i a l i z e d  k n o w l e d g e  and e x p e r i e n c e  o b t a i n e d  in the m a r k e t p l a c e  h ave 

b e e n  s h a r p e n e d  and are i n s t r u m e n t a l  in sa vi n g  the t a x p a y e r  m o n e y  on the 

p r o j e c t .

T h e  c o n t r a c t  p r o v i d e s  that the proj e ct  be c o m p l e t e d  on a p r e s c r i b e d  

date. The c o n t r a c t o r  ca n n o t  r e c e i v e  final p a y m e n t  or the r e l e a s e  of 

m o n e y  that if, r e t ai n e d  w h i l e  the wo r k  is p r o g r e s s i n g  u nt i l  the job has 

b e e n  c o m p l e t e d  and a c c e p t e d  —  all to the s a t i s f a c t i o n  of the owner.

T h i s  factor,, plus h i s own e c o n o m i c  need to finish and get on to the next 

p r o ject, g i v e s  a s s u r a n c e  to the p u b l i c  that the job w i l l  be c o m p l e t e d  on

t i m e  and v l t h i n  c o n t r a c t  price. M a n y  times the c o n t r a c t  (bid) p r i c e  is

l o w e r  ha.i what the g o v e r n m e n t  expe c t s  to pay.
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In a d d i t i o n  to p r o v i d i n g  the m o s t  e f f i c i e n t  and e c o n o m i c a l  m e a n s  of 

p r o d u c i n g  p u b l i c  w o r k s  c o n s t r u c t i o n ,  c o n t r a c t n g  out p r o v i d e s  a v a r i e c y  

of o t h e r  b e n e f i t s  to the p u b l i c  in the form of r i s k  s h i f t in g ,  w h i c h  

c a n n o t  be o b t a i n e d  u n d e r i n - h o u s e  p e r f o r m a n c e .  Some of t hese r i s k s  

w h i c h  a r e  a l l o c a t e d  w h e n  c o n s t r u c t i o n  is done by c o n t r a c t  are:

The p u b l i c  o n l y  pays for what  it r e c e i v e s ;  w o r k  a c t u a l l y  

p e r f o r m e d  is the b a s i s  of p ay m e n t .

The price is firm a n d  g u a r a n t e e d  by the c o n t r a c t ,  an d  the 

p u b l i c  has no r i s k  of c o s t  i n c r e a s e s .  Al l  of the v a r i a b l e s  of 

the m a r k e t  place, such as i n c r e a s e s  in m a t e r i a l  prices, w a g e s  

and s h o r t a g e s  a r e  b o r n e  by the p r i v a t e  c o n t r a c t o r .

T i m e l y  c o m p l e t i o n  is a s s u r e d  by a l i q u i d a t e d  d a m a g e  p r ov i s i o n .

Fa i t h f u l  p e r f o r m a n c e  is b a c k e d  b y  p e r f o r m a n c e  and p a y m e n t  

b o n d s .

R is k  of d a m a g e  d u r i n g  c o n s t r u c t i o n  is b o r n e  by the c o n t r a c t o r ,  

not the publ i c.

The c o n t r a c t o r  m u s t  "def e n d  and h o l d  h a r m l e s s "  the p u b l i c  

a g a i n st  c l a i m s  and m u s t  pr o v i d e  the p u b l i c  wit h i n s u r a n c e  

co v e r a g e .

Q u a l i t y  i n s p e c t i o n  is at "a r m 's  leng t h"  by  i n d e p e n d e n t  

i n s p e c t o r s .

The final w o r k  is w a r r a n t e d  and d e f e c t s  m u s t  be c o r r e c t e d  at no 

e xpen s e  to the public.

To take the r i s ks  a w a y  from the t a x p a y e r s  and put them on a p r i v a t e  

c o n t r a c t o r  who, t h r o u g h  h i s p a y m e n t  and p e r f o r m a n c e  bond, g u a r a n t e e s  the 

job w i l l  be f i n i s h ed  a c c o r d i n g  to the terms of the c o n tr a c t ,  is w o r t h  a 

great deal in d o l l a rs .  Non e  of this p r o t e c t i o n  of the p u b l i c ' s  i n t e r e s t  

e x i s t s  w h e n  w o r k  is per f or m e d  by a p u b l i c  a g e n c y  w i t h  pu b l ic  e q u i p m e n t  

and p e r s o n n e l  —  all of the r isks are on the taxpayer.
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S e c t i o n  (b) of HB 331 p r o h i b i t s  a r e c i p i e n t  of S t a t e  p u b l i c  funds from 

p r o v i d i n g  for p r e f e r e n c e  to a n y  l ocal b i d d e r  u nl e s s  that p r e f e r e n c e  is 

e s t a b l i s h e d  u n d e r  AS 3 7 . 0 5 . 2 3 0 ( 5 ) .  This p r o v i s i o n  e l i m i n a t e s  local 

o r o f e r e n c e  o r d i n a n c e s  that p r o v i d e  p r e f e r e n c e s  to c o n t r a c t o r s  at the

lity, c i t y  or b o r o u g h  level; h o w e v e r ,  a p r e f e r e n c e  can be g i v e n  t.o 

• an bidders".

.e above m e n t i o n e d  r e a s o n s ,  we urge your s u p p o r t  of this Bill.

S i n c e r e l y

A L A S K A  C H A P T E R

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

R i c h a r d  M. P i t t e n g e r  

M a n a g e r

/bj
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A N C H O R AG E. A LA S K A  99501
PHONE: 19071 264-2294

April 20, 19S3

PO S IT ION PAPER

RE: HB 331

SPONSOR: House Labor and Comm erce Committee

P r o g r a m  Effects of the Bill

Th i s  bill would make it m a n d a t o r y  that the recipi e n t s  of all state 
g r ant s for con str u c t i o n  p r o j e c t s  solicit bids for cons truction. It 
also allows those same recipi ents to give p r e f e r e n c e  to in-state 
c o n t r a c t o r s .

The Department is concerned  that this bill imposes a set of 
g u i d e l i n e s  designed s p e c i f i c a l l y  for State G rants upon Municipal 
G overnment.  In m a n y  cases these gov ern m e n t s  a l r eady have 
a p p r o p r i a t e  p r o c e d u r e s  in place.

Ad d it ionally, many m u n i c i p a l i t i e s  current ly use mu nicipal employees 
on c o n s t r u c t i o n  projects. This enables these m u n i c i p a l i t i e s  to 
stretch  State grant dollars. This bill would appear to prohibit 
that practice.

C o m ments

M a r k  L e w i s , Co ' m i s s i o n e r
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SUBJECT:

TO:

FROM:

Payment of overtime 
(HB 338)

H o u s e  L a b o r  and Commerc e Co mmittee 
Attn: K e n  Johnsoiisoty

> kThomas A. Sofo 
L e g i s l a t i v e  Counsel

Y o u  have asked this office for an analysis of HB 338.

Section 1 of the bill adds a n e w  p a r a g r a p h  to AS 23.10.060, 
the A l a s k a  statute w h i c h  addresses the payment for overtime 
in this state. The n u m b e r e d  p arag raphs currently in AS 23.- 
10.060 contain exemptions for certain employees or types of 
w o r k  from the general  overtime law that requires w o r k  in 
excess of 40 hours a w e e k  or 8 hours a day to be c o mpensa ted 
at one and one- half times the r e gular rate of p?y. HB 338 
w o u l d  add one more e x c e p t i o n  to the list by exempting  w o r k  
p e r f ormed by an employ ee und er a trade w o r k  plan. A l t h o u g h  
I a m  not completely familiar w i t h  h o w  these plans work, it 
is my u n d e r s t a n d i n g  that employees are able to trade hours, 
or possibly days w o r k e d  w i t h  one another for theii personal 
convenience. The trading of hours or days under the bill 
w o u l d  require the approval of the e m p l o y e r  so that: w o r k  
operations were not u n n e c e s s a r i l y  disrupted. The result of 
some of these informal "trades" might  be that certain 
employees w o u l d  be w o r k i n g  more than 8 hours in a given day 
or more than 40 hours in a calendar w o r k  week. These extra 
w o r k  days or hours be b a l a n c e d  off by time off on other days 
or weeks w h e n  the subject employee w a n t e d  to m a x i m i z e  his 
n o n w o r k  time. In theory the total n u m b e r  of hours w o r k e d  by 
two employees w h o  n o r m a l l y  w o r k  40 hours a w e e k  w o u l d  not be 
g r eat er than 80 hours a week, although one of the employees 
in a given w e e k  m i g h t  have w o r k e d  48 of those hours w h i l e  
the other employee w i t h  w h o m  he has traded a w o r k  day may 
have w o r k e d  only 32 hours. As the h y p o t h e t i c a l  illustrates, 
the a ppli cation of this plan has the pot en t i a l  to make an 
e mployer liable for overtime p a yment  in a given day or w e e k
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even though the cumula tive hours w o r k e d  b y  the employees 
involved w o u l d  not ot herwise subject the employer to o v e r­
time liability. It is for that r eason that an e x c e p tion to 
the o v e rtime p ro visions of AS 23.10.060 w a s  necessary.

This statute w o u l d  apply to those employees covered by 
AS 23.10.060. Ap parently, the D e p a r t m e n t  of L a b o r  has 
d e c i d e d  to oppose HB 338 b a s e d  on their u n d e r s t a n d i n g  that 
it w a s  r e q u e s t e d  b y  a b u s ine ss identif ied as Seair.
A l t h o u g h  the backup m a t e r i a l  is somewhat confusing on this 
point, the departme nt b e l ieves that this b i l l  w o u l d  be in 
v i o l a t i o n  of the federal R a ilway La bor Act w h i l e  at the same 
time also apparently r e c o g n i z i n g  that Seair is not 
n e c e s s a r i l y  covered by that Act. Becaus e of this confusion 
y o u  have r e q u e s t e d  an o p i nion concerning the r e lations hip of 
this amendment to the R a i l w a y  Labor Act, 45 U.S.C. 151 - 
188. A  g o o d  treatment of that subject is contained  in the 
O p i n i o n  of the A t t o r n e y  General, No. 7, A pril 15, 1980 w h i c h  
is c ited followi ng AS 23.10.060. As the opinion states, 
federal statutes do not expressly  preempt the state in the 
subject m a t t e r  area of overtime pay for air t r a n sportati on 
employees. The federal Fair Labor Standards Act 29 U.S.C. 
201 - 219, exempts from the opera t i o n  of the m a n d a t o r y  
overtime provisions of that act air carrier employees 
subject to the p rovisions the R a i lway L a b o r  Act. The 
q u e s t i o n  b efore the a t t orney general was w h e t h e r  A lask a 
could pose its own m a n d a t o r y  overtime provisions on 
e mployees who w e r e  o t h e rwise exempt fro m the federal 
m a n d a t o r y  overtime provisions.

As the A l a s k a  Supreme Court has already recognized, p r o­
visions of the A l a s k a  W a g e  and Hour Act w h i c h  are more 
favora ble to employees than fe leral law are not preemptec by 
the Fair Labor Standards Act. W e b s t e r  v. Bechtel, I n c . ,
621 P . 2d 890. However, since 42~ i'.S.C. 213(b)(3) expl icitly 
ex e mp ted employees w h i c h  w e r e  covered by the federal Railway 
Labor Act, a specific analysis of that Act is necessary. As 
to the ex tension of the Alaska m a n d a t o r y  overtime p rovisions 
to air tra nsportation  employees, I a m  in agreement w i t h  the 
conclusi ons reached by the A t t o r n e y  General in the o p ini on 
cited above. Those conclusions are as follows:

"1. In the case of pilots, flight crews, and other 
interstate air carrier employees whose  activities are 
directl y and substa ntially related to the t r a n s p o r­
tation activities of the carrier, and who are covere d 
by a v a l i d  existi ng collective b a r g a i n i n g  agreement or
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agreements w i t h  the carrier, the State is p r e c l u d e d  
from applying its overtime  laws due to the p r e e m p t i v e  
n a t u r e  of the R a i l w a y  L a b o r  Act.

"2. In instances w h e r e  no colle ctive b a r g a i n i n g  a g r e e­
ments apply, crews of interesta te air carriers are 
noneth e l e s s  b e y o n d  the j u r i s d i c t i o n  of state overtime  
law b e c ause of the commerce clause implications d i s­
cussed above.

"3. Non-fl i g h t  p e r s onnel of interstate carriers who 
are not covered  by v a l i d  existing collective b a r g a i n i n g  
agreements are not exempt from state law. As to those 
individuals the p rovision s of state o vertime law apply.

"4. Air carriers o p e r ating solely intrastate w o u l d  not 
seem to fall u n d e r  the e x c l u s i o n a r y  scope of either the 
Ra ilway Lab or Act or of the C ommerce Clause absent 
unusual fact situations. Accordingly, the protections 
of the A l a s k a  Wage and Hour  Act dealing w i t h  overtime 
extend to those individuals."

B a s e d  on the above analysis, certain air transporta tion 
employees w o u l d  be covered by the A l a s k a  law r e g a r d i n g  the 
p a yme nt of overtime, as well as the exceptions to that law. 
Those persons w o u l d  be g r o u n d  employees of interstate 
carriers w h o  are not covered b y  collective b a r g a i n i n g  a g r e e­
ments and all employees of air carriers operating solely 
intrastate. However, there remains one important it-sue. 
A l t h o u g h  the above analysis has Identified the scope of 
coverage of the A l a s k a  W a g e  and Hour Act as it pe rtains to 
certain air t r a n s portati on employees, it has not addres sed 
the basic irsue of wl rther trade w o r k  programs are p r e e mpted 
by  the federal Fair Labor Standards Act. The Fair Labor 
Standards Act only requires the payment of overtime for time 
w o r k e d  in excess of 40 hours in a w o r k  week, 29 U.S.C. 207, 
w h i l e  the A laska statute requires overtime pay for time 
w o r k e d  in excess of 40 hours a w e e k  or 8 hours a day. To 
the extent that the state has a h igher m i n i m u m  standard as 
to hours per day, it is free to tailor an excepti on to that 
standaid bas ed on trade w o r k  plans. However, if under  a 
situation such as the h y p othet ical above, see page 2, the 
result of the trade w o r k  plan is that an employee works more 
than 40 hours in a given w e e k  w i t h o u t  receiving overtime, 
the plan w o u l d  v i ol ate the federal law as to those workers  
covered by the federal statute. Guaran t e e d  w e e k l y  pay and 
fluctuating w o r k  w e e k  p]ans must meet the standards set
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forth in the federal statute and are inapplicable in this 
instance. 29 C.F.R. 4 02-778.4 14 and 29 C . F . R  778.114.

The trade w o r k  plan is not p r e e m p t e d  by federal law if in 
its a p p l i c a t i o n  c e r t a i n  employees w o r k  m o r e  than 8 hours in 
a day. The plan is p o s s i b l y  p r e e m p t e d  by federal law only 
to the extent certain employees m i g h t  w o r k  more than 
40 hours in a given w e e k  w i t h o u t  r e c e i v i n g  overtime c o m p e n­
sation for those hours in excess of 40.

T A S :ojb 
J3/011





Title "A.i Act relating to the payment of overtime; Contact: Eileen Plate 
and providing for an effective date." 465-?700

Bob bacolas 
465-4870

This legislation amends the law relating to the payment of overtime to 
exclude work performed by an employee under a trade work plan from the 

law requiring the payment of overtime for more than 40 hours of work a 
week. A trade work plan allows an employee to trade hours or days 
worked with another employee with the approval of the employer.

This bill does not take into consideration a number of factors. One 
of the basic principles of premium pay for overtime is to inhibit 
employees from working excess hours. The federal government, in order 
to set the standard, enforces the Safety Law. the Eight Hour Law, and 
the Workweek Law on all government contracts whether they be for con­

struction, service, or manufacturing. These laws are intended to deter 
the employer from attempting to circumvent the laws designed to protect 
the employees' rights to healthy and profitable employmenc.

Even if this law were passed, any employer who attempted to practice a 
"trade work plan" would find himself in violation of federal law the 

first time an employee worked more than forty hours in one week, unless 
overtime were paid or otherwise exempted. If this legislation is in­
tended to permit employees to trade shifts or workdays in the fashion 
of let's say, "I'll work for you on Tuesday, which is my day off, if 
you will work for me on Monday, which is your day off," then there is 
no need for such legislation. If, however, the intent is to allow me 

to work your shift for you after I have already worked mine on any 
given day of the week, then we have a situation where an employer can 
use any number of forms of economic leverage to make an employee work 
beyond the statutorily permitted number of hours, to the determent of 
the employee while enriching the employer. Keep in mind that the basic • 
philosophy of the overtime law was to penalize the employer e:?ch time 
he permitted an employee to work past the regular workday or workweek.

Such a scheme has long been recognized as generally detrimental to the 
work force. The overtime laws were intended as a remedial labor legis­
lation specifically to preclude such schemes in the workplace.

The department is opposed to this legislation. A zero fiscal note has 
been prepared.

APPROVED:

Comini ssionet

P O S IT IO N  P A P E R / Department of Labor
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The H o n o r a b l e  E d m u n d  O r b e c k
C o m m i s s i o n e r
D e p a r t m e n t  of L a b o r
P.O. B o x  1149
Juneau, A K  99811

Re: E n f o r c e m e n t  o f  A l a s k a  O v e r­
time L a w s  w i t h  R e s p e c t  to 
A i r  C a r r i e r s  in A l a s k a  :
AS_ 2 3 . 1 0 . 0 6 0
A 6 6 - 1 0 2 - 8 0  . •• “7

Dear C o m m i s s i o n e r  Orbeck? ' y

'You ha v e  i n q u i r e d  w h e t h e r  the D e p a r t m e n t  of L a b o r  

• •
m a y  e n f o r c e  the m a n d a t o r y  o v e r t i m e  p r o v i s i o n  of the A l a s k a  

W a g e  and Ho u r  A c t  (AS 23.10.060-150) w i t h  r e s p e c t  to e m p l o y­

ees o f  air c a r r i e r s  o p e r a t i n g  w i t h i n  the S t a t e  of A l a s k a .

The a n s w e r  to y o u r  q u e s t i o n  d e p e n d s  u p o n  the n a t u r e  o f  the 

e m p l o y e r ' s  b u s i n e s s ,  t h e  n a t u r e  of w o r k  p e r f o r m e d  b y " t h e  

i n d i v i d u a l  e m p l o y e e ,  the e x i s t e n c e  o r  n o n e x i s t e n c e - o f  a v a lid 

c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  b e t w e e n  t h e  e m p l o y e r  a n d  its 

employees, w h e t h e r  the air c a r r i e r  o p e r a t e s  i n t r a s t a t e  or 

interstate, and finally, w h e t h e r  the a p p l i c a t i o n  of  state 

law w o u l d  c r e a t e  a b u r d e n  u p o n  i n t e r s t a t e  c o m m e r c e .1/

1/ S p e c i f i c a l l y  n o t  a d d r e s s e d  in this m e m o r a n d u m  is the que s t i o n  
of w h e t h e r  b y  the use of " f l e x - t i m e  c o n t r a c t s " ,  an e m p l o y e r  m a y  
a void the m a n d a t o r y  p a y m e n t  of o v e r t i m e  to t h e s e  e m p l o y e e s  who 
work i r r e g u l a r  w e e k l y  or d a i l y  hours. T h a t  i s s u e  is c u r r e n t l y  
b efore the S u p r e m e  C o u r t  of A l a s k a  in the c a s e  of S t a r e  of 
A l a s k a  v. Dechtel, Inc., S u p r e m e  C o u r t  No. 4139. See a l s o , 
A t t o r n e y  G e n e r a l’s O p i n i o n  d a t e d  F e b r u a r y  10, 1978.

D E P A 1IT M B X T  O F L A W
OFFICE OF THE ATTORNEY GENERAL 

A p r i l  15, 1980



T h u  H o n o r a b l e  E d m u n d  O r b e c k
C o m m i s s i o n e r
D e p a r t m e n t  o f  L a b o r

A p r i l  15, 1980
P a g e  2

I

T H E  R E L A T I O N S H I P  B E T W E E N  THE F E D E R A L  
F A I R  L A B O R  S T A N D A R D S  A C T  AND THE A L A S K A  W A G E  A N D  HOUR ACT

T h e  F e d e r a l  F a i r  L a b o r  S t a n d a r d s  A c t  of 1938, 29
t  •

U.S.C. §§ 201-219, s p e c i f i c a l l y  e x e m p t s  f r o m  the o p e r a t i o n  of 

the m a n d a t o r y  o v e r t i m e  p r o v i s i o n  (§ 207) "any e m p l o y e e  of a 

c a r r i e r  by a i r  s u b j e c t  to the p r o v i s i o n s  of §§ 181-188 of 

T i t l e  45" 29 U.S.C. § 2 1 3 ( b ) (3). T h e  A l a s k a  W a g e  and Ho u r  

Act, AS 2 3 . 1 0 . 0 5 0  et s e q . c o n t a i n s  no su c h  exe m p t i o n .  2/

In p a s s i n g  the F a i r  L a bor S t a n d a r d s  Act C o n g r e s s  

did not intend to foreclose all a t t e m p t s  by the individual

states to r e g u l a t e  w ages and hours. The A c t  itself states
• • > • *

that none of its m a x i m u m  h o u r s  p r o v i s i o n s  o p e r a t e s  to excuse 

n o n c o m p l i a n c e  by e m p l o y e r s  w i t h  any state law w h i c h  establ i s h e s  

a higher standard. It is o n l y  w h e r e  the s t a n d a r d s  set by the 

F L S A  are higher than the c o m p a r a t i v e  state s t a n d a r d s  that the 

Act serves to p r e e m p t  the state activity. H . R . R e p .  No. 2182 

at 15 (75th Cong.). See also E a s t e r n  S u gar A s s o c i a t e s  v.

P u n a , 222 F . 2 d  934 (1st Cir. 1955); Riv e r a  v. Div. of I n d u s­

trial W e l f a r e , 71 Cal. Rptr. 739 (1968); 29 C.F.R. § 778.5. 

Thus, m e r e l y  b e c ause the federal law e x e m p t s  a i r l i n e  emplo y e e s

2/ The A l a s k a  Act, w h i c h  is based up o n  the F e d e r a l  Fa i r  Labor 
S t a n d a r d s  Act, M c G i n n i s  v. Stevens, 543 P . 2d 1221, 1238 (Alaska 
1975), o r i g i n a l l y  c o n t a i n e d  the a i r l i n e  e x e mption. (Sec. 3, 
ch. 171 S L A  1959.) However, the A c t  was a m e n d e d  in 1970 to 
e l i m i n a t e  that exemption. (Sec. 1, ch. 243 S L A  1970, e f f e c t i v e  
October 31, 1970.)



f r o m  m a n d a t o r y  o v e r t i m e  e n t i t l e m e n t ,  it d o e s  n o t  follov; a u t o­

m a t i c a l l y  that the state l a w  m u s t  do  likew i s e .  Here, the 

S t a t e  seeks to c o m p e l  a i r  c a r r i e r s  to p a y  o v e r t i m e  to those 

e m p l o y e e s  w h o  have w o r k e d  in e x c e s s  of e i g h t  h o urs per d a y  or 

40 h o u r s  pe? week. C l early, the S t a t e  a c t  has set a s t a n­

da r d  w h i c h  is c o n s i d e r a b l y  h i g h e r  t h a n  the c o m p a r a t i v e  f e d e r a l  

p r o v i s i o n  since the f e d e r a l  lav; d o e s  n o t  c o n t a i n  a n  e i g h t  hr.,r 

w o r k  d a y  l imitation.

A c c o r d i n g l y ,  in l i g h t  of the a u t h o r i t y  r e c i t e d _ 

above, a n d  c o n s i s t e n t  w i t h  the S t a t e  of A l a s k a ' s  c u r r e n t  p o s i­

tion in S tate of A l a s k a  v. Bechtel, Inc. S u p r e m e  C o u r t  No. 4139, 

p r e s e n t l y  p e n d i n g  b e f o r e  the A l a s k a  S u p r e m e  Court, we feel 

that the F a i r  L a b o r  S t a n d a r d s  A c t  d o e s  n o t  e x p r e s s l y  p r e e m p t  the 

A l a s k a  W a g e  and H o u r  A c t  o n  the q u e s t i o n  of  w h e t h e r  a i r l i n e  

e m p l o y e e s  are e x c l u d e d  f r o m  the m a n d a t o r y  o v e r t i m e  d i r e c t i v e  

of AS  23.10.060. A  s u b s t a n t i a l  q u e s t i o n  r e m a i n s ,  however, 

as to w h e t h e r  the S t a t e  A c t  has b e e n  n o n e t h e l e s s  p r e e m p t e d  

t h r ough e n a c t m e n t  a n d  o p e r a t i o n  of the F e d e r a l  P.ailvay L a b o r  

Act, 45 U.S.C. §§ 151-188.

II

T H E  R E L A T I O N S H I P  OF T H E  R A I L W A Y  
LA13QR A C T  T O  T H E  A L A S K A  W A G E  A N D  H O U R  A C T

T h e r e  a r e  two c o n f l i c t i n g  l ines of r e a s o n i n g  c o n­

cerning the i m p a c t  of the R a i l w a y  L a b o r  A c t  upon a t t e m p t e d  

r.t/st-e r e g u l a t i o n  of  w a g e s  and h o urs in i n d u s t r i e s  s u b j e c t
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R ai l r o a d  Co., 372 U.S. 284 (1963); B a l t i m o r e  & O h i o  R a i l r o a d  —— — — — — —  * ■

Co. v. C o m m o n w e a l t h  of P e n n s y l v a n i a, 334 A . 2d 636 (Pa. 1975), 

app. d i s m ' d  for w a n t  of subs, fed, q u e s . , 423 U.S. 806 (1975); 

G i b b o n s  v. K a n s a s  C i t y  S o u t h e r n  R a i l w a y  C o . , 34 C C H  L a b o r  

Cases, 11 71,276, 100 S o . 2d 319 (La. 1957).

In 1957, the U n i t e d  S t a t e s  S u p r e m e  C o u r t  had o c c a s i o n  

to a g a i n  e x a m i n e  the r e l a t i o n s h i p  b e t w e e n  the '’"’ilway L a b o r  

A ct and the r e g u l a t i o n  by states of w o r k i n g  c o n d i t i o n s  in 

a f f e c t e d  industries. -C a l i f o r n i a  v. T a y l o r , 353 U.S. 553 (1957) 

inv o l v e d  the q u e s t i o n  of w h e t h e r  the R a i l w a y  L a b o r  A c t  o p e r a t e d  

to r e q u i r e  t h a t  the terms of a c o l l e c t i v e  b a r g a i n i n g  a g r e e­

ment b e t w e e n  a s t a t e - o w n e d  and o p e r a t e d  r a i l r o a d  and its e m­

ployees would p r e v a i l  ov e r  c o n f l i c t i n g  p r o v i s i o n s  of state 

civil s e r v i c e  law. The C o u r t  held that it did. T e r m i n a l  R a i l­

road A s s o c i a t i o n  v. B r o t h e r h o o d  of R a i l r o a d  Trainmen, s u p r a , 

was d e f i n i t i v e l y  d i s t i n g u i s h e d .  T h e  C o u r t  s t a t e d  that. t-h« 

state r e g u l a t i o n  in T e r m i n a l had w i t h s t o o d  c h a l l e n g e  b e c a u s e  

it was d i r e c t e d  a t  the e s t a b l i s h m e n t  of r e g u l a t i o n s  g o v e r n i n g  

safety a n d  h e a l t h  and w a s  not c o n c e r n e d  w i t h  the r i g h t  s e c u r e d  

hy f e d e r a l l y  p r o t e c t e d  c o l l e c t i v e  barga i n i n g .  353 U.S. at 560. 

A ccordingly, it w a s  o u t s i d e  of the scope of the R a i l w a y  L a b o r  

Act. In T a y l o r , o n  the o t h e r  hand, the state w a s  a t t e m p t i n g  

to r e g u l a t e  w o r k i n g  c o n d i t i o n s  not s p e c i f i c a l l y  or d i r e c t l y  

connected to the m a i n t e n a n c e  of he a l t h  or safety, in ccj.tra-



v e n t i o n  of a n  e x p r e s s  c o l l e c t i v e  b a r g a i n i n g  agreement'. T h a t  

p ra c t i c e  w a s  n o t  p e r m i s s i b l e ,  said the Court, s i n c e  by m e a n s  

of the R a i l w a y  L a b o r  Act, C o n g r e s s  had p r e e m p t e d  the field 

of e m p l o y e r - e m p l o y e e  b a r g a i n i n g  a g r e e m e n t s  in a l l  " a f f e c t e d  

industries". T h e  k e y  factor is the e x i s t e n c e  of a v a l i d  

c o l l e c t i v e  b a r g a i n i n g  agreement. W h e r e  s u c h  a n  a g r e e m e n t  

exists, its t e rms m u s t  p r e v a i l  ov e r  i n c o n s i s t e n t  state l e g i s­

lation. S e e  al s o  U n i t e d  Airlines, Inc. v. I n d u s t r i a l  W e l f a r e  

C o m m i s s i o n , 20 Cal. Rptr. 238 (19G3); R a i l w a y  E m p l o y e e s 1 

D e p artment v. H a n s o n , 351 U.S. 225 (1951); Pan A m e r i c a n  W o r l d  

Airways v. D i v i s i o n  of Labor Law E n f o r c e m e n t , 203 F. Supp. 324 

(H . D . Cal. 19(52).

It w o u l d  s e e m  to us that the T a y l o r  li n e  of c a s e s  

Is more c l e a r l y  c o n t r o l l i n g  in this instance. I n  a t t e m p t i n g  

to compel the p a y m e n t  of  o v e r t i m e  by i n t e r s t a t e  a i r  c a r r i e r s  

to e m p l o y e e s  c o v e r e d  by c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  w h i c h  

provide o t h e r w i s e  the S t a t e  is i n t e r f e r i n g  w i t h  a n  a g r e e m e n t  

’’hich has "the i m p r i m a t u r  of f e d e r a l  l a w  u p o n  it". R a i l w a y  

Employees' D e p a r t m e n t  v. H a n s o n , 351 U.S. at 232. In d o i n g  so 

the State has run a f oul of  the p r e e m p t i v e  p r o v i s i o n s  of the 

Railway L a b o r  Act. I n s o f a r  as the A l a s k a  W a g e  a n d  H o u r  A c t  

v-‘oratcs to r e q u i r e  the p a y m e n t  of o v e r t i m e  to a f f e c t e d  

"Jloyees of i n t e r s t a t e  air c a r r i e r s  c o v e r e d  by v a l i d  col- 

b a r g a i n i n g  agreements, that /Act is i n v a l i d  since it

T h e  H o n o r a b l e  E d m u n d  O r b e c k  A p r i l  15 , 1980
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has been p r e e m p t e d  by the R a i l w a y  L a b o r  Act. W e  m u s t  still 

ascertain, however, w h i c h  e m p l o y e e s  are "affected" so as to 

be exempt from the o p e r a t i o n  of  state law.

Ill .

A C T I V I T I E S  W H I C H  FALL 
W I T H I N  THE A I R  C A R R I E R S  E X E M P T I O N

The i n c l u s i o n  of air c a r r i e r s  (ana their employees)

.-.'lchin the scope of the R a i l w a y  L a b o r  A c t  is found in subch. II

of  that Act, 45 U.S.C. §§'101-188. S e c t i o n  181 provides: ”•*

All of the p r o v i s i o n s  of s u b c h a p t e r  I of this 
c h a p t e r  e x c e p t  s e c t i o n  153 of this title are 
e x t e n d e d  to and s h a l l  c o v e r  e v ery c o m m o n  c a r­
rier by air e n g a g e d  in i n t erstate o r  f o r e i g n  
commerce, and e v e r y  c a r r i e r  by a i r  t r a n s p o r t i n g  
m a i l  for or u n d e r  c o n t r a c t  w i t h  the United 
States Govern m e n t ,  a n d  e v ery air p i l o t  or o t h e r  
p e r s o n  who p e r f o r m s  a n y  w o r k  as an e m p l o y e e  or 
subord i n a t e  o f f i c i a l  of such c a r r i e r  cr carriers, 
su b ject to its or  their c o n t i n u i n g  a u t h o r i t y  to 
su p e r v i s e  a n d  d i r e c t  the m a n n e r  of r e n d i t i o n  of 
his service. ‘ -

sarly, any c o m m e r c i a l  a i r l i n e  o p e r a t i n g  into or. out of A l a s k a  

•alls wi t h i n  the lan g u a g e  of the R a i l w a y  L a b o r  Act. E q u a l l y  

-Iearly, pi l o t s  (expressly), a n d  o t h e r  m e m b e r s  of the flight 

trew (by implication) a r e  c o v e r e d  by the air c a r r i e r  pro- 

'•'isions of the R a i l w a y  L a b o r  A c t  and thus fall o u t s i d e  the 

: Jrview of the A l a s k a  W a g e  a n d  Hour Act, at least i n s o f a r  as 

payment of o v e r t i m e  is concerned. However, a p p l i c a t i o n  

1 .o Railway L a b o r  Act to a n y  o t h e r  e m p l o y e e s  of an air 

' Inpends upon an a n a l y s i s  of sec. 181 of the federal 

.•■’d specifLcally up o n  the d e f i n i t i o n  of the term "employee"
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c o n t a i n e d  therein.

The R a i l w a y  L a b o r  A c t  was e n a c t e d  for the p u r p o s e  

of a v o i d i n g  the i n t e r r u p t i o n  of c o m m e r c e  c a u s e d  by l abor d i s­

put e s  and of a s s u r i n g  u n i m p e d e d  c o n t i n u i t y  of t r a n s p o r t a t i o n  

opera t i o n s .  W i l l i a m s  v. J a c k s o n v i l l e  T e r m i n a l  C o . , 315 U.S.

586 (1942), reh. d e n i e d , 315 U.S. 830 (1942); N a t i o n a l  A i r­

lines, Inc. v. I n t e r n a t i o n a l  A s s o c i a t i o n  of M a c h i n i s t s  S 

A e r o s p a c e  Workers, 308 F. Supp. 179 (S.D. Fla. 1970), r e v 1d 

o n  o t h e r g r o u n d s  430 F . 2 d  957 (5th Cir. 1970), cert, den i e d  

400 U.S. 992 (1971); P a n  Am  W o r l d  A i rways, Inc. v. U n i t e d  

B r o t h e r h o o d  of C a r p e n t e r s  & J o i n e r s  of A m e r i c a , 324 F . 2 d  217 

(9th Cir. 1963), cert, d e n i e d 376 U.S. 964 (1964). To that 

end the R a i l w a y  L a b o r  A c t  h a s  d i r e c t  a p p l i c a t i o n  o n l y  to 

those e m p l o y e e s  of the c a r r i e r  w h o s e  w o r k  b e a r s  a d i r e c t  

r e l a t i o n s h i p  to the t r a n s p o r t a t i o n  a c t i v i t i e s  of the carrier. 

I n t e r n a t i o n a l  L o n g s h o r e m e n ' s  A s s o c i a t i o n ,  A F L - C I O  v. N o rth, 

C a r o l i n a  S t ate P o r t  A u t h o r i t y , 370 F. Supp. 33 (E.D.N.C. 1974), 

a f f ' d , 511 F .2d 1007 (4th Cir. 1974); R o l a n d  v. U n i t e d  Airlines, 

I n c . , 75 F. Supp. 25 (N.D. 111. 1947). The m e r e  fact that 

some of an e m p l o y e r ' s  a c t i v i t i e s  are r e l a t e d  to t r a n s p o r t a t i o n  

do e s  not a u t o m a t i c a l l y  s u b j e c t  all of that e m p l o y e r ' s  a c t i v i t i e s  

to the R a i l w a y  L a b o r  Act. Instead, e a c h  a c t i v i t y  m u s t  be 

s c r u t i n i z e d  i n d i v i d u a l l y  to see if the s p e c i f i c  a c t i v i t y  b ears 

r.hc n e c e s s a r y  r e l a t i o n  to t r a n s p o r t a i o n .  J a c k s o n  v. N o r t h w e s t



A i r l i n e s , 70 F. Supp. 501 (M.D. Minn. 1947), a f f ' d  185 F . 2 d  

74 (8th Cir. 1950), cert, d e n i e d  342 U.S. 812 (1951). W h e t h e r  

a p a r t i c u l a r  e m p l o y m e n t  s i t u a t i o n  s a t i s f i e s  the r e q u i s i t e  nexus 

test is a q u e s t i o n  of fa c t  w h i c h  m u s t  be s e p a r a t e l y  e x a m i n e d  

in e a c h  case. E d w a r d s  v. S o u t h e r n  R a i l w a y  C o , , 258 F. Supp.

212 (E.D. N.C. 1966).

T h e r e f o r e ,  the D e p a r t m e n t  of L a b o r  is we ! _  a d v i s e d  

to c l o s e l y  i n v e s t i g a t e  and a n a l y z e  e a c h  e m p l o y e e ' s  a c t i v i t y  

In o r d e r  to a s c e r t a i n  w h e t h e r  the a c t i v i t y  b e a r s  a subst a n t i a l  

and d i r e c t  r e l a t i o n s h i p  to the t r a n s p o r t a t i o n  a c t i v i t i e s  of 

the employer. A n y  e m p l o y m e n t  a c t i v i t i e s  w h i c h  fail to satisfy 

this r e q u i r e m e n t  fall o u t s i d e  of the c o v e r a g e  of see. 3.81 of 

the Rail w a y  L a b o r  A c t  a n d  thus are s u b j e c t  to state r e g u l a t i o n  

unless' the a t t e m p t e d  r e g u l a t i o n  is o t h e r w i s e  b a r r e d  by o p e r a t i o n  

of the C o m m e r c e  C l a u s e  of the U n i t e d  St a t e s  C o n s t i t u t i o n .

IV

C O M M E R C E  C L A U S E  R A M I F I C A T I O N S '

Art. I, sec. 8, c l . 3 of the U n i t e d  S t a t e s  C o n s t i t u t i o n  

confers u p o n  C o n g r e s s  the p o w e r  "to r e g u l a t e  c o m m e r c e  w i t h  

foreign nation:?, a n d  a m o n g  s e v eral states, a n d  w i t h  the Indian 

tribes." S i n c e  there is a n a t i o n a l  i n t e r e s t  in the free f l o w  

of int e r s t a t e  comme r c e ,  G i b b o n s  v. O g d e n , 22 U.S. (9 Wheat.) 1 

'."24); Bibb v. N a v a h o  F r e i g h t  Lines, Inc.-. 359 U.S. 520 (1959), 

'••2 Supreme Court, u n d e r  the a u s p i c e s  of the C o m m e r c e  Clause,

•'■-L ;tri.<e down any state law which serves to substantially

T h e  H o n o r a b l i  E d m u n d  O r b e c k  A p r i l  15, 1980
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impede that nat i o n a l  interest. S o u t h e r n  P a c ific C o m p a n y  v. 

A r i z o n a , 325 U.S. 761 (1945). U n d e r  the C o m m e r c e  C l a u s e  

states have full u n b r i d l e d  r e g u l a t o r y  a u t h o r i t y  o v e r  i n t r a­

state sysr.ems. G i b b o n s  v. O g d e n , s u p r a . I nterstate, however, 

a state has no r e g u l a t o r y  a u t h o r i t y  e x c e p t  w h e n  e x e r c i s e d  for 

the p u r p o s e  of a d v a n c i n g  a j u d i c i a l l y  r e c o g n i z e d  l e g i t i m a t e  

local i nterest and o n l y  so long as the r e g u l a t i o n  d o e s  not 

un d u l y  bu r d e n  i n t e r s t a t e  commerce. The p a r a m o u n t  rec o g n i z e d  

le g itimate s t ate i n t e r e s t  is the state's m a n a g e m e n t  of the 

h e a l t h  and sa f e t y  of its citizens. S m i t h  v. A l a b a m a , 124 U.S. 

165 (1388). However, in c a s e s  w here an  i m p e d i m e n t  to the free 

flow of c o m m e r c e  r e s u l t s  from the state's e n f o r c e m e n t  of its 

own laws, the m o n e t a r y  or e c o n o m i c  inter e s t s  of the state of 

her c i t i z e n s  are not r e c o g n i z e d  l e g i t i m a t e  local inter e s t s  

s u f f i c i e n t  to w i t h s t a n d  C o m m e r c e  C l a u s e  challenges. Hood & Sons 

v. D u m o n d , 336 U.S. 52!• (1949).

The impact up o n  interstate c o m m e r c e  of the r e g u l a t i o n  

of the working h ours of pi l o t s  and flight c r ews by ind i v i d u a l  

states is obvious. S ince the planes the m s e l v e s  m o v e  i n t e r­

state c o m p e t i n g  or c o n f l i c t i n g  state laws g o v e r n i n g  wo r k  hours 

could r e s u l t  in s u b s t a n t i a l  a d m i n i s t r a t i v e  and o p e r a t i o n a l  

d i f ficulties. S u c h  problems, in turn, c o u l d  jeo p a r d i z e  the 

sm o o t h  flow of i n t e r s t a t e  air carriage. State regulcitior of 

s ipport p e r s o n i e l  (that is to say e m p l o y e e s  other than f'.ight

T h e  H o n o r a b l e  E d m u n d  O r b t  c k  A p r i l  15, 1980
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crews), however, w o u l d  n o t  a p p e a r  to have su c h  a d i r e c t  and 

p o t e n t i a l l y  b u r d e n s o m e  i m p a c t  u p o n  c o m m e r c e .  In s i t u a t i o n s  

where the st a t e s  are n o t  p r e e m p t e d  f r o m  e x e r c i s i n g  r e g u l a t o r y  

authority, the state's i n t e r e s t  in the w e l f a r e  o f  its c i t i z e n s  

is e n t i t l e d  to g r e a t e r  weight. S o u t h e r n  P a c i f i c  C o m p a n y  v. 

A r i z o n a , 325 U.S. a t  767. In s u c h  a c a s e  cour*-c t r a d i t i o n a l l y  

have b a l a n c e d  the s t r e n g t h  o f  the l o cal i n t e r e s t  a g a i n s t  the 

impact u p o n  i n t e r s t a t e  .commerce. P i k e  v. B r u c e  C h u r c h , - I n c . ,

197 U.S. 137 (1970). W h e r e  the state i n t e r e s t  is s u b s t antial, 

"attempted r e g u l a t i o n  d o e s  n o t  i n t e r f e r e  w i t h  the n a t i o n a l  

commerce, and no less r e s t r i c t i v e  a l t e r n a t i v e  exists, the state 

law m a y  be upheld. S o u t h e r n  P a c i f i c  C o m p a n y  v. Arizona,

^y.cra; D e a n  M i l k  Co. v. C i t y  of M a d i s o n , 340 U.S. 349 (1951) . 

Such w o u l d  s e e m  to be the c a s e  w h e r e  n o n - f l i g h t  p e r s o n n e l  are 

concerned. F o r  the S t a t e  to a p p l y  the p r o t e c t i o n s  of ,ifc w a g e  

and hour laws to s u c h  e m p l o y e e s  would not a p p e a r  to r e s u l t  in 

any u n d u e  burder up o n  i n t e r s t a t e  c o m m e r c e  ,

V.

C O N C L U S I O N

In s u m m a r y  the f o l l o w i n g  p r i n c i p l e s  a p p e a r  to be va i i  

with re =pect to the a u t h o r i t y  of the A l a s k a  D e p a r t m e n t  of L a b o r  

to e n f o r c e  the m a n d a t o r y  o v e r t i m e  p r o v i s i o n s  of the A l a s k a  W a g e  

• Hour Act in favor of e m p l o y e e s  of a i r l i n e s  a n d  air c a r r i e r s  

'•-‘H c u i r m  w i t h i n  the S t a t e  of Alaska.

T h e  H o n o r a b l e  E d m u n d  O r b e c k  A p r i l  15, 1980
C o m m i s s i o n e r  P a g e  11
D e p a r t m e n t  o f  L a b o r



The H o n o r a b l e  E d m u n d  O r b e c k  A pril 15, 1980
C o m m i s s i o n e r  Page 12
D e p a r t m e n t  of L a b o r

^ 1. In the ca s e  of pilots, fli g h t  crews, and o t h e r  

i n t e r s t a t e  a i r  c a r r i e r  e m p l o y e e s  w h o s e  a c t i v i t i e s  are d i r e c t l y  

and s u b s t a n t i a l l y  r e l a t e d  to the t r a n s p o r t a t i o n  a c t i v i t i e s  of 

the carrier, and w h o  are c o v e r e d  by a v a l i d  e x i s t i n g  c o l l e c t i v e  

b a r g a i n i n g  a g r e e m e n t  or a g r e e m e n t s  w i t h  th^ carrier, the S t a t e  

is p r e c l u d e d  f r o m  a p p l y i n g  its o v e r t i m e  lows due to the p r e e m p t i v e  

nature o f  the R a i l w a y  L a b o r  Act.

2. In i n s t a n c e s  w h e r e  no c o l l e c t i v e  bar g a i n i n g  

a g r e e m e n t s  apply, c r e w s  of i n t e r s t a t e  air c a r r i e r s  are n o n e­

theless b e y o n d  the j u r i s d i c t i o n  of state o v e r t i m e  law b e c a u s e  of the 

c o m m e r c e  c l a u s e  i m p l i c a t i o n s  d i s c u s s e d  above. " •*

3. N o n - f l i g h t  p e r s o n n e l  of i n t erstate c a r r i e r s  who 

are not c o v e r e d  by v a l i d  e x i s t i n g  c o l l e c t i v e  b a r g a i n i n g  a g r e e­

ments are r o t  e x e m p t  f r o m  state law. As to those i n d i v i d u a l s  the 

p r o v i s i o n j of s t a t e  o v e r t i m e  l a w  apply.

4. A i r  c a r r i e r s  o p e r a t i n g  sol e l y  i n t r a s t a t e  w ould 

not seem to fall u n d e r  the e x c l u s i o n a r y  scope' of ei t h e r  the 

Ra i lway L a b o r  A c t  or  of the C o m m e r c e  C l a u s e  absent u n u sual fa c t  

situations. A c c o r d i n g l y ,  the p r o t e c t i o n s  of the A l a s k a  Wa g e

-ind Hour A c t  d e a l i n g  w i t h  o v e r t i m e  e x t e n d  to those i n d i v iduals. ^

V e r y  t r u l y  yours,

A V R U M  M. G R OSS 
A T T O R N E Y  G E N E R A L

By:
Eric O l s o n  

A s s i s t a n t  A t t o r n e y  G e n eral
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C O M M I S S I O N E R S
JOHN W . ABBOTT - CHA IRMAN 

JA M E S  L . BA LDW IN  - V IC E  CHA IRMAN 
PATR ICK  M. RODEY 

CHARLES  G. ANDERSON 
L . S. KURTZ. JR .

JU D G E  (RET.)  THOMAS B. STEW ART

A L A S K A  S T A T E  L E G IS L A T U R E  
POUCH Y - STATE CAP ITOL 
JU N EA U .  ALASKA 99811 

(907) 465-4878

M E M O R A N D U M

E X E C U T I V E
B ILLY G.

S E C R E T A R Y
DERRIEJ*

TO:

FROM:

DATE:

RE:

the A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  has p r e p a r e d  the a t t a c h e d  
b i l l  on s e c u r i t y  i n t e r e s t s  in rea l property . It was i n t r o d u c e d  
in the l e g i s l a t u r e  t h r o u g h  the L e g i s l a t i v e  C o u n c i l  in 1981 as 
H o u s e  Bill 403. T h a t  b i l l  did not m o v e  out o f  the H o u s e  J u d i c i a r y  
Committee, its f i r s t  c o m m i t t e e  of refere n c e ,  a n d  no c o m m i t t e e  
h e a r i n g s  w e r e  s c h e d u l e d  on it. T h e  a p p a r e n t  r e a s o n  w a s  o p p o s i t i o n  
to p r o p o s e d  A S  34.21.060, a s e c t i o n  that is d e l e t e d  f r o m  the 
a t t a c h e d  bill. T h a t  s e c t i o n  dealt  w i t h  c l a u s e s  in h o m e  p u r c h a s e  
c o n t racts t h a t  p e r m i t  the e n t i r e  b a l a n c e  of p u r c h a s e  f r i c e  to be 
d e c l a r e d  d ue w h e n  the h o m e  is sold. D u r i n g  the c o m m i s s i o n ' s  
w o r k  on the d r a f t  this " d u e - o n - s a l e "  s e c t i o n  of the bill took 
va r i o u s  forms and r e c e i v e d  m u c h  comment, e s p e c i a l l y  from f i n a n­
cial interests. C o n t r o v e r s y  o v e r  the s e c t i o n  d i v e r t e d  a t t e n t i o n  
f r o m  the m a i n  s u b s t a n c e  of the bill. W i t h o u t  it, the bill s hould 
r e c e i v e  c o n s i d e r a t i o n  f r o m  l e g i s l a t i v e  c o m m i t t e e s  on its merits.

T h e  b i l l  c o vers the r e l a t i o n s h i p ,  rights, and r e m e d i e s  
of d e btor a n d  c r e d i t o r  in s e c u r e d  real p r o p e r t y  transa ctions. It 
r e s u l t e d  f i o m  the c o m m i s s i o n ' s  g e n e r a l  r e v i e w  of r e a l  p r o p e r t y  
la w  in T i t l e  34 a n d  a c o n v i c t i o n  that so me r e v i s i o n  is desirable.

T h e  m a i n  s o urces d r a w n  u p o n  in p r e p a r i n g  the bill  are 
the e x i s t i n g  A l a s k a  l a w  on deeds o f  trust, the U n i f o r m  C o m m e r c i a l  
Code, the W a s h i n g t o n  l a w  on n o n j u d i c i a l  f o r e c l o s u r e ,  and the 
U n i f o r m  L a n d  T r a n s f e r s  Act. T h a t  Ac t has n o t  b e e n  a d o p t e d  as a 
w h o l e  in a n y  state.

A  c o m m e n t a r y  o n  the b i l l  as r e v i s e d  is a t t a c h e d  also.

J W A :chw 
A t t a c h m e n t s
cc: Hon. B i l l  S h e f f i e l d

Hon. E d m o n d  W. Burke, C h i e f  J u s t i c e  
M y r t o n  R. Charney, E x e c u t i v e  D i r e c t o r  

L e g i s l a t i v e  A f f a i r s  A g e n c y

Chairman, A l a s k a  L e g i s l a t i v e  C o u n c i l

J o h n  W. Abbott, Chai 
A l a s k a  C o d e  R e v i s i o n

M a r c h  17, 1983 

B i l l  o n  s e c u r i t y  i n t e r e s t s  iri r e a l  p r o p e r t y

P u r s u a n t  to the a u t h o r i t y  g r a n t e d  in A S  2 4 . 20.075 (c),
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M A R C H  1983 

A L A S K A  CODE R E V I S I O N  C O M M I S S I O N  

C O M M E N T A R Y  TO A C C O M P A.NY 

D R A F T  B I L L  O N  S E C U R I T Y  INTER ESTS IN R E A L  P R O P E R T Y

B I L L  NO.

G e n ~ al F e a tur es of the Bill

T h e  a t t a c h e d  b i l l  p r e p a r e d  b y  the A l a s k a  Code R e v i s i o n  

C o m m i s s i o n  is an ef fort to b r i n g  into s e c u r e d  rea l p r o p e r t y  

t r a n s a c t i o n s  some of the same p r i n c i p l e s  that g o v e r n  s e c u r e d  

p e r s o n a l  p r o p e r t y  tr ansa c t i o n s  u n d e r  the U n i f o r m  C o m m e r c i a l  Code. 

The b i l l  covers the b r o a d  area of r e l a t i o n s h i p s , r i g h t s , and r e m e  

dies o f  d e b t o r  and s e c u r e d  creditor. T h e  stat e law on s u mm ary 

f o r e c l o s u r e  of deeds of trust w o u l d  b e - s u p e r s e d e d , but n o t  d r a s­

tica l l y  changed. In cases w h e r e  f o r e c l o s u r e  u n d e r  a p o w e r  of 

sale is requ ired, the b i l l  makes p o s s i b l e  a c o m m e r c i a l l y  r e a s o n­

able r e s a l e  by listing a n d  sale t h r o u g h  a r e a l  e state agent, in 

order to a v o i d  the d i s a s t e r o u s  f o r c e d - s a l e  p rices o f t e n  r e c e i v e d  

at p u b l i c  auction.

T h e  bi ll was i n t r o d u c e d  in the T w e l f t h  L e g i s l a t u r e  as 

HB 403. A c t i o n  was n o t  taken on it. A l l  a t t e n t i o n  f o c u s e d  on a 

r e l a t i v e l y  m i n o r  p a r t  of the bill, a s e c t i o n  l i m i t i n g  the use of 

" d u e - o n - s a l e "  clauses in s e c u r i t y  a g r e e m e n t s  for the p u r c h a s e  of 

a home. T h a t  c o n t r o v e r s i a l  section, r e a d i l y  s e p a r a b l e  from the 

b o d y  of the bill, is n o t  i n c l u d e d  in the p r e s e n t  f o r m  )f the 

bill a n d  has l a i 0 ely b e e n  p r e e m p t e d  b y  r e c e n t  f e d e r a l  a n d  state 

statutes a n d  r e g u l a t i o n s  (sec. 341, Garn-St. G e r m a i n  D e p o s i t o r y  

A c t  of 1982, P.L. 97-320, 12 U.S.C., § 1701 j-3; 12 U.S.C. § 

371(g); 12 C.F.R. § 5 4 8 . 8 - 4 ( f ) ; AS 06.01.020; AS 18.56.098(e);

15 A A C  118.267).

Pe rsons f a m i l i a r  w i t h  the p r e s e n t  A l a s k a  lav on b o t h



real and p e r s o n a l  p r o p e r t y  s h o u l d  f i n d  the bill a n a t u r a l  

develop ment. T h e  v a s t  m a j o r i t y  of r e a l  p r o p e r t y  sales are n o w  

fi n a n c e d  b y  deeds of trust. M o s t  d e p a r t u r e s  in the b i l l  from 

p r e s e n t  p r a c t i c e s  u n d e r  deeds of t rust are n o t  great. The 

m a i n  changes o c c u r  w h e r e  n e e d e d  to p e r m i t  a d d i t i o n a l  k inds of 

sales of c o l l a t e r a l  in cases of default. The b i l l  m a k e s  deed 

of trust f o r e c l o s u r e  p r o c e d u r e s  a p p l i c a b l e  to m o r t g a g e s  and 

c o n t racts of sale. U n d e r  p r e s e n t  l aw m o r t g a g e s  are m o r e  d i f f i­

cult to f o r e c l o s e  t h a n  deeds of trust, for no logica l reason, 

and there are no s t a t u t o r y  g u i d e l i n e s  for f o r e c l o s i n g  cont racts 

of sale, w h i c h  has r e s u l t e d  in s u b s t a n t i a l  l i t i g a t i o n  at b o t h  

the s u p e r i o r  c ourt a n d  s u p r e m e  court level (e.g., Lonas v. 

M e t r o p o l i t a n  M o r t g a g e  and S e c u r i t i e s  C o . , 432 P . 2d 603 (1967);

M o r a n  v. H o l m a n , 501 P . 2d 769 (1972); C u r r y  v. Tucker, 616 P . 2d

8 (1980); W i c k w i r e  v. McFadd en, 633 P . 2d (1981); S t r a c k  v.

M i l l e r , 645 P . 2d 184 (1982); a d d i t i o n a l  cases are s u m m a r i z e d  

in D e p a r t m e n t  of R e v e n u e  v. B a x t e r , 486 P . 2d 360 365 n.10).

A  b i l l  of this k i n d  m u s t  s p e c i f y  p r o c e d u r e s  to be 

f o l l o w e d  and forms to be u s e d  in c a r r y i n g  out the procedures.

The p r o c e d u r e s  to b e  f o l l o w e d  b e f o r e  sale in a s u m m a r y  f o r e­

clo s u r e  are set out in the b i l l  in A S  3 4 . 2 1 . 1 1 0 - - 3 4 . 2 1 . 1 5 0 .

T h e s e  sections are f o l l o w e d  b y  AS 3 4 . 2 1 . 1 6 0 - - 3 4 .21.170 w h i c h  

s p e c i f y  the c o n t e n t  of forms that are to b e  used. Since the 

forms are d e s i g n e d  to a d v i s e  the d e f a u l t i n g  d ebtor of his rights 

a nd to i n f o r m  h i m  of the p r o c e d u r e s  that w i l l  b e  followed, they 

cover some of the same m a t e r i a l  that is set out in the p r e c e d­

ing s u b s t a n t i v e  sections. AS 3 4 . 2 1 . 1 0 0  in the b i l l  explains 

this r e l a t i o n s h i p  b e t w e e n  the sections.

A  c o n tents page a n d  a c o m p a r i s o n  of time ele ments and

steps f r o m  d e f a u l t  to sale u n d e r  e x i s t i n g  law and u n d e r  the 

bill are a t t a c h e d  h e r e  for r e a d y  r eferenc e. (See n e x t  3 pages)

- 2 -



C H A P T E R  21. S E C U R I T Y  I N T E R E S T S  IN R E A L  P R O P E R T Y

Sec. 34. 21. 010.
S e c . 34. 21. 020.
S e c . 34. 21. 030.
S e c . 34. 21. 040.
Sec. 34. 21. 050.
S e c . 34. 21. 060.
S e c . 34. 21. 070.
S e c . 34. 21.,080.
S e c . 34. 21.,090.
S e c . 34. 21.,100.
S e c . 34. 21.,110.
S e c . 34. 21.,120.
S e c . 34. 21.,130.

S e c . 34. 21..140.
S e c . 34. 21.,150.
S e c . 34. 21. 160.
S e c . 34. 21,.170.
S e c . 34. 21,.180.

S e c . 34. 21 .190.
S e c . 34. 21 .200.
S e c . 34. 21 .210.
S e c . 34. 21 .220.
S e c . 34. 21 .230,
S e c . 34. 21 . 240.

S e c . 34. 21 .250.
S e c . 34. 21 .260.
S e c . 34. 21 .270.

P O L I C Y  A N D  SCOPE 
T R A N S A C T I O N S  E X C L U D E D  
W H E R E  C O L L A T E R A L  N O T  O W N E D  BY D E B T O R  
R E Q U E S T  F O R  S T A T E M E N T  OF A C C O U N T  
A L I E N A B I L I T Y  OF D E B T O R ' S  R I G H T S  
N O T I F I C A T I O N  OF A S S I G N M E N T  
R E L E A S E  OF S E C U R I T Y  I N T E R E S T  
R E M E D I E S  OF S E C U R E D  P A R T Y  
R E Q U I R E M E N T S  F O R  S U M M A R Y  F O R E C L O S U R E  
P R O C E D U R E  B E F O R E  SALE
T R A N S M I T T I N G  A N D  P O S T I N G  N O T I C E  OF D E F A U L T  
R E C O R D I N G  N O T I C E  OF I N T E N T  TO SELL 
T R A N S M I T T I N G ,  POSTING, A N D  P U B L I S H I N G  N O T I C E  

OF I N T E N T  TO SELL 
T R A N S M I T T I N G  F U R T H E R  I N F O R M A T I O N  A B O U T  SALE 
M A N N E R  OF T R A N S M I T T I N G  N O T I C E  
C O N T E N T  OF N O T I C E  OF D E F A U L T  
C O N T E N T  OF N O T I C E  OF I N T E N T  TO SELL 
C U R I N G  D E F A U L T  B E F O R E  SALE; E X T I N C T I O N  OF 

D E B T O R ' S  R I G H T  TO CURE 
M A N N E R  OF SALE
P U R C H A S E  OF C O L L A T E R A L  BY L I E N H O L D E R  
P R O C E D U R E  A F T E R  SALE 
E F F E C T  OF SALE
D I S P O S I T I O N  OF P R O C E E D S  OF SALE 
S E C U R E D  P A R T Y ' S  L I A B I L I T Y  F O R  F A I L U R E  TO 

COMPLY; E N J O I N I N G  SALE 
G E N E R A L  V A L I D I T Y  OF S E C U R I T Y  A G R E E M E N T  
W A I V E R  OF R IGHTS 
D E F I N I T I O N S

O t h e r  Amendtrents:

Sec. 0 6 . 0 5 . 1 7 5. D E P O S I T O R  A N D  C U S T O M E R  R E C O R D S  C O N F I D E N T I A L  
Sec. 09.45-170. J U D G M E N T  ON F O R E C L O S U R E  OF L I E N

R e p e a l  of AS 0 9 . 4 5 . 2 0 0  a n d  AS 3 4 . 2 0 . 0 1 0 — 3 4 . 2 0 . 1 3 5

T r a n s i t i o n a l  p r o v i s i o n s  

E f f e c t i v e  date

- 3 -



sassa®

*A - w a i t  
90 days 
or m o r e

STEPS IN S U M M A R Y  F O R E C L O S U R E  

U N D E R  E X I S T I N G  S E C T I O N S  3 4 . 2 0 . 0 7 0  - 34.20. 135 

(Deeds of Trust)

D E F A U L T
(including the r u n n i n g  of any g race period)

[wait 30 days or more]

I

R e c o r d  n o t i c e  of d e f a u l t  and sale

[within 10 days]

T r a n s m i t  copy to (1) debtor, his k n o w n  successor, 
r e c o r d e d  successor, or s u c c e s s o r  in posses sion; 

(2) any o t h e r  p e r s o n  in p o s s e s s i o n ;  (3) r e c o r d e d  
su b s e q u e n t  lienholders, a n d  (4) state (special 

n o t i c e  re its liens)

[no w a i t  n ecessary]

1
Post copy in three p u b l i c  p laces and 
p u b l i s h  once a w e e k  for four  weeks

i
(Right to cure d e f ault and r e s u m e  p a y m e n t  
s c h e d u l e  u n t i l  a u c t i o n e e r ' s  h a m m e r  falls)

-V SALE A T  P U B L I C  A U C T I O N  4~
(No c r e d i t o r ' s  r i g h t  to r e c o v e r  d e f i c i e n c y  

and no d e b tor's r i g h t  of r e de mption)

* B - w a i t  30 
days or 
m o r e  f o l­
lowing 
p o s t i n g

M i n i m u m  time b e t w e e n  the end of a g race p e r i o d  for r e c e i p t  of 
p a y m e n t s  a n d  the date of sale: 120 days.

*  A  a n d  B time lapse is u s e d  d e p e n d i n g  u p o n  w h i c h  b rings one 
to a later sale date.
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STEPS IN S U M M A R Y  F O R E C L O S U R E  
U N D E R  P R O P O S E D  SECTI ONS 34.21.0 90 - 3 4 . 2 1.280

(Any s e c u r i t y  a g r e e m e n t  c o n t a i n i n g  a p o w e r  of sale)

D E F A U L T  

[wait 30 davs or more]

1
Tr a n s m i t  n o t i c e  of default 

[to (1) d ebtor or his s u c c e s s o r  
and (2) occupants]

[wait 30 days or more]

t
■Record n o t i c e  of intent to sell

* A - w a i t  
60 days 
or m o r e

[no w a i t  necessary]

I
T r a n s m i t  n o t i c e  of intent to sell [to (1) 

d e b t o r  a n d  any o t h e r  p e r s o n  w i t h  k n o w n  or r e­
cor d e d  i n t er est in the collateral; (2) an a t t o r n e y  
s h o w n  in a lis pendens, and (3) the A t t o r n e y  G e n­
eral w i t h  special n o t i c e  re state liens], post 
it on the collat e r a l  and start p u b l i c a t i o n  of

it once a w e e k  for 3 w e e k s  -*--------------

[no wait necessary]

*
N o t i c e  of time a nd p lace of p u b l i c  sale 

or time af ter w h i c h  p r i v a t e  sale w i l l  be m a d e  
(this separate n o t i c e  is not n e c e s s a r y  if 

it was i n c l u d e d  in n o t i c e  of intent to sell)

Iwait 10 days or more]

I
•SALE-

* B - w a i t  45 
days or 
more f o l­
lowing 
t r a n s m i t­
tal p o s t­
ing and 
start of 
p u b l i c a -  
tion

(No ;reditor's right to r e c o v e r  d e f i c i e n c y  
and no debtor's r ight of redemption)

M i n i m u m  time b e t w e e n  the end of a grace p e r i o d  for r e c e i p t  of 
pa y m e n t s  and tnc date of sale: 120 days.

* A  a n d  B time lapse is u s e d  d e p e n d i n g  u p o n  w h i c h  brings one to 
a later "sale" date.

The date for "sale" shown h e r e  is also the last date for curing 
a d e fault and r e s u m i n g  the r e g u l a r  p a y m e n t  s c h e d u l e  (a "simple" 
c u r e ) . The sale m a y  be h e l d  later as a p u b l i c  sale or a " c o m­
m e r c i a l l y  r e a s o n a b l e "  p r i v a t e  sale, but after the final date 
for a s i m p l e  cure, the sale can be s t oppe d only by p a y i n g  the 
full principal, interes t and costs.
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sections, w h e r e  appro p r i a t e .  In the s o u r c e  notes and comments 

the U n i f o r m  C o m m e r c i a l  Code, AS 4 5 . 0 1 - - 4 5 .09, is r e f e r r e d  to 

as the UCC. The U n i f o r m  L a n d  T r a n s a c t i o n s  A c t  is r e f e r r e d  to 

as the U L T A  and the U n i f o r m  S i m p l i f i c a t i o n  of L a n d  Transfers 

A ct is r e f e r r e d  to as the USLTA. Th e R e v i s e d  Code of W a s h i n g­

ton A n n o t a t e d  is r e f e r r e d  to as RCWA.

•

S e c t i o n  1

COMMENT: This s e c t i o n  states the g e n e r a l  purposes

of the Act.

S e c t i o n  2

AS 3 4 . 2 1 . 0 1 0  |

SOURCE: (a) is f r o m  AS 45.09.102; (b) is from  AS I

45.09.202; (c) is part  o^ ‘-be ULTA § 3-103(7) and U S L T A  § 1- |

2 0 1.
COMMENT; (a) is - '.ended to a l l o w  a court to find 

a t r a n s a c t i o n  s u bject to this c h a p t e r  even th ough there is 

no d o c u m e n t a r y  e v i d e n c e  of the parties' incent. The Supreme 

Court of A l a s k a  has m a d e  it clear this is our p r e s e n t  law.

B r a n d  v. F i r s t  Fed. S a v . a n d  L o a n , 478 P . 2d 820 (1970); D e p t . 

of R e v e n u e  v. B a x t e r , 486 P . 2d 360, 365 (1971).

The m a t e r i a l  in (c) was i n c l u d e d  as par t of the

d e f i n i t i o n  of " s e c u r i t y  interest" in the r e f e r e n c e d  u n i f o r m  

acts. T h e  g e n e r a l  subjec t m a t t e r  of .010 is c o v e r e d  in U L T A  

§ 3-102.

AS 3 4 . 2 1 . 0 2 0

SOURCE: AS 45.09.104(8).

COMMENT: T h e  e x c l u s i o n  in this s e c t i o n  is c o n s i s t e n t



w i t h  the d e f i n i t i o n  of " s e c u r i t y  i n t e r e s t "  as a " c o n s e n s u a l "  

i n t e r e s t .

AS 3 4 . 2 1.030

SOURCE: AS 45.09.112.

COMMENT: This s e c t i o n  is d e s i g n e d  to p r o t e c t  the

real p a r t y  in interest. Its e f f e c t  is s i m i l a r  to that of 

ex i s t i n g  law, w h i c h  r e q u i r e s  the t r u s t e e  to s e n d  a n o t i c e  of 

sale " w here the t r ustee or b e n e f i c i a r y  has a c t u a l  n o t i c e  of 

the lien or int ere s t . "  AS 3 4 . 2 0 . 0 70(c)( 3).

AS 3 4 . 2 1 . 0 4 0

SOURCE: This s e ction w a s  t aken f r o m  U L T A  § 3-209

w h i c h  is b a s e d  u p o n  § 9-208 of the U C C  (AS 45.09.208).

L a n g u a g e  is a d d e d  to a l l o w  a d e b t o r  to r e q u e s t  s t a t e m e n t s  

f r o m  the b a n k  to w h i c h  h e  a c t u a l l y  m a k e s  his payments.

COMMENT: E x i s t i n g  law m a k e s  no p r o v i s i o n  for such

a statement, a l t h o u g h  the c ommon p r a c t i c e  is for statem e n t s  

to be sent e v e n  t h ough not requested.

L i a b i l i t y  is i m pos ed on the p e r s o n  f a i l i n g  to 

c o m p l y  w i t h  the r e q u e s t  o n l y  if he lacks a " r e a s o n a b l e  

e x c u s e ."

T h e  bi ll gives the h o l d e r  of a s u b o r d i n a t e  s e c u r i t y  

interest like a s econd  deed of trust the r i g h t  to get from 

the t r ustee or b e n e f i c i a r y  on a first d e e d  of trus t a s t a t e m e n t  

of a c c o u n t  on the o b l i g a t i o n  s e c u r e d  by the first deed of 

trust. The duty  p l a c e d  on the s e c u r e d  p a r t y  or his agent 

bank to p r o v i d e  i n f o r m a t i o n  w o u l d  c r e a t e  an e x c e p t i o n  to the 

strict c o n f i d e n t i a l i t y  of b a n k  r e c o r d s  u n d e r  AS 06.05.175. 

Se c t i o n  3 n e a r  the end of the bill s p e c i f i c a l l y  amends that 

section.
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AS 3 4 . 2 1 . 0 5 0

SOURCE: AS 45.09.311.

C OMMENT: This s e c t i o n  is v e r b a t i m  f r o m  the UCC. It

is to m a k e  c l e a r  that in all s e c u r e d  r e a l  p r o p e r t y  t r a n s a c t i o n s  

the d e b t o r  has an i n t e r e s t  w h i c h  the d e b t o r  can d i spose of a n d  

w h i c h  the c r e c i t o r s  of the d e b t o r  can reach.

T h e  s e c t i o n  does n o t  p r e c l u d e  a s e c u r i t y  a g r e e m e n t  

p r o v i s i o n  w h i c h  m a k e s  a t r a n s f e r  a d e f a u l t  b u t  m e r e l y  prevents  

s u c h  a p r o v i s i o n  f r o m  h a v i n g  the e f f e c t  of p r o h i b i t i n g  transfer. 

T he t r a n s f e r  w o u l d  be s u b ject to the s e c u r i t y  interest.

AS 34.21,06.0

SOURCE: AS 4 5 . 09.405(c).

COMMENT: E x i s t i n g  law deals w i t h  the s u bject of

this s e c t i o n  o n l y  b y  p r o v i d i n g  t hat r e c o r d i n g  an a s s i g n m e n t  

of a m o r t g a g e  is n o t  in itself n o t i c e  to the d e b t o r  of the 

assign m e n t .  AS 34.20.010. In contrast, A S  3 4 . 2 0 . 1 3 0  provides 

that r e c o r d i n g  an a s s i g n m e n t  of the b e n e f i c i a l  interest in a 

d e e d  of t r u s t  is " c o n s t r u c t i v e  n o t i c e  to all p e r s ons ."

(When the a s s i g n o r  acts as the a s s i g n e e ' s  agent to r e c e i v e  

p a y m e n t s  f o l l o w i n g  the assignment, this s e c t i o n  coul d be 

i g n o r e d . )

AS 3 4 . 2 1 . 0 7 0

SOURCE: T h e  s e c t i o n  is b a s e d  u p o n  AS 45.0 9. 4 0 4 ( a ) ,

§ 9-404(1) of the UCC.

C O M M E N T :  T h e  s e ction r e q u i r e s  the s e c u r e d  p a r t y

to p a y  the d e b t o r  b o t h  a fixed sum of $500 and his actual 

damages if h e  fails to p r o v i d e  the s t a t e m e n t  w i t h i n  15 days 

a f t e r  demand. This is the UCC prov is i o n ,  substa n t i a l l y ,  

e x cep t the UCC r e q u i r e s  the s t a t e m e n t  w i t h i n  10 days and the 

dollar , • nlty is $100.
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SOURCE: A S  4 5 . 0 9.501(a), w i t h  m a j o r  changes.

COMMENT: The c o m m i s s i o n  s a w  n o  r e a s o n  to r e s t r i c t

the s e c u r e d  p a r t y  f r o m  p r o c e e d i n g  w i t h  j u d i c i a l  a n d  n o n j u d i c i a l  

r e m e d i e s  s i m u l t a n e o u s l y .  The s e c t i o n  follows g e n e r a l l y  UCC 

sec. 9-501(1) w h i c h  p r o v i d e s  that r e m e d i e s  shall b e  cumulat ive.

The s e c t i o n  is subject to the c o u rt' s a u t h o r i t y  to 

c o n s o l i d a t e  a c ti ons a n d  to r e q u i r e  m a r s h a l i n g  o f  assets. As 

w i t h  e x i s t i n g  l a w  on n o n j u d i c i a l  fore cl o s u r e ,  A S  34.2 1.220(d) 

in the b i l l  p r o v i d e s  that there is no r i g h t  to r e c o v e r  a d e f i­

cie n c y  a f t e r  s ale in a n o n j u d i c i a l  f o rec losure.

AS 3 4 . 2 1 . 0 9 0

SOURCE: R C W A  61.24.030.

COMMENT: T h e  last phrase, "or a n o t h e r  p e r s o n , "  in

s u b p a r a g r a p h  (1) is i n t e n d e d  to i n s u r e  that deeds of trust 

c o n t i n u e  to be s u m m a r i l y  foreclosed.

A l l  of the r e q u i r e m e n t s  of this s e c t i o n  are also

in e x i s t i n g  law. AS 34.20.070(a) and ( b ) .

AS 34.21 .100

SOURCE: O r i g i n a l  drafting.

COMMENT: This s e c t i o n  is a g u i d e  to the b a l a n c e

of the chapter. It is to m a k e  c l e a r  that secs. 110 t h r o u g h  

150 cove r the p r e - s a l e  p r o c e d u r e s  an d time e l e m e n t s  for 

p o w e r - o f - s a l e  forec losure, and that secs. 160 a n d  170 only 

e s t a b l i s h  the c o n t e n t  of the p r i n c i p a l  notices, i . e . , the 

n o t i c e  of d e fault  a n d  the n o t i c e  of i ntent to sell.

AS 34.2 1.110

S O U R C E : R C W A  61.24.030.

COMMENT: This s e c t i o n  r e p e a t s  the p r e s e n t  rule

that p r o c e e d i n g s  c a n n o t  b e g i n  u n t i l  30 days a f t e r  the default.

AS 34.21.080
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As u n d e r  e x i s t i n g  law, n o t i c e  is sent to the debtor. The 

r e q u i r e m e n t  of s e r v i c e  on a n  o c c u p a n t  is n e w  to A l a s k a  S t a t­

utes, b u t  a l m o s t  c e r t a i n l y  r e q u i r e d  b y  c o m m o n  law.

AS 34 .21 . 1 2 0

SOURCE: R C W A  61. 24.040(1) (a)’.

COMMENT: E x i s t i n g  l a w  r e q u i r e s  a n o t i c e  of default

w h i c h  includes a n o t i c e  of time a n d  p l a c e  of sale. T h e  p r o­

po s e d  s e c t i o n  r e q u i r e s  a s i m p l e  n o t i c e  of d e f a u l t  followed, 

if nec essary, b y  a f o rmal n o t i c e  of i nte nt to sell w h i c h  is 

recorded. If a sale b e c o m e s  n e c e s s a r y ,  sec. 150 requires 

that an i n f orm al n o t i c e  g i v i n g  f u r t h e r  i n f o r m a t i o n  as to the 

sale be p r o v i d e d  to i n t e r e s t e d  parties.

AS 3 4 . 2 1 .130

SOURCE: ( 1 ) (A) is f r o m  R C W A  6 1 . 2 4 . 0 4 0 ( b ) ; ( 1 ) (B)

is fro m R C W A  61.24 .040(c); (2) is f r o m  AS 3 4 . 20.070( d); (3) 

is from R C W A  61.24.030; and (4) is f r o m  AS 09. 35.140(2).

Th e r e  are changes f r o m  the o r i g i n a l  f o r m s .

COMMENT: T h e  initia l n o t i c e  of d e f a u l t  should be

r e l a t i v e l y  i n e x p e n s i v e  for the s e c u r e d  p a r t y  to send out, 

u n l i k e  the c u r r e n t l y  u s e d  n o t i c e  of d e f a u l t  w h i c h  r e q uires a 

r e c o r d  search. T h e  m o r e  e x p e n s i v e  n o t i c e  of i n t e n t  to sell 

goes out o n l y  if the d e b t o r  fails to cure w i t h i n  30 days of 

the first notice. S i n c e  the d e b t o r  pays co:3ts a n d  attorneys  

fees when  he cures u n d e r  b o t h  p r e s e n t  law and the p r o p o s e d  

section, this p r o v i s i o n  s h o u l d  save the d e b t o r  c o n s i d e r a b l e  

m o n e y .

S u b p a r a g r a p h  (2) c o n t inues the p r e s e n t  r u l e  r e q u i r i n g  

that the state be g i v e n  p a r t i c u l a r  i n f o r m a t i o n  as to the 

liens it has on the collateral.

P o s t i n g  on the c o l l a t e r a l  of n o t i c e  of intent to 

sell is required.
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S u b p a r a g r a p h  (d)(3) changes the p r e s e n t  p u b l i s h i n g  

r e q u i r e m e n t  w h i c h  is h i d d e n  in AS 0 9 . 4 5 . 1 8 0  and 0 9 .35 .140(2) 

f r o m  four to three weeks. But the time b e t w e e n  the first 

p u b l i c a t i o n  and the sale m u s t  be at least 45 days.

AS 34.2 1.140

SOURCE: O r i g i n a l  drafting.

COMMENT: This s e c t i o n  inc ludes p r o v i s i o n  for

g i v i n g  n o t i c e  of time and p l a c e  or m a n n e r  of sale to all 

those w h o  r e c e i v e d  the n o t i c e  of intent to sell and  to all 

those w h o  h a v e  a s k e d  to be notified.

AS 3 4 . 2 1 . 1 50

SOURCE: O r i g i n a l  drafting.

COMMENT: The s e c t i o n  c l a r i f i e s  intent.

AS 3 4 . 2 1 . 1 6 0

SOURCE: P a r a p h r a s e d  from R C W A  61.24.03 0(6).

COMMENT: This s e c t i o n  r e q u i r e s  that w h e n  a s e c u r e d

p a r t y  dec lares a d e b t o r  in default, he fully informs h i m  the 

basis of the default, w h a t  he m u s t  do to cure the d e f ault and 

the c o n s e q u e n c e s  if he fails to cure it. It r e q u i r e s  a clear 

w a r n i n g  to the d ebtor that his rights  in the c o l l a t e r a l  w i l l  

be cut o f f  u n d e r  sec. 180(g) if he fails to cure w i t h i n  the 

r e q u i r e d  time.

AS 34.21 .170

SOURCE: R C W A  61.24.040(f), w i t h  m a n y  changes.

COMMENT: The n o t i c e  set out in this s e c t i o n

c o r r e s p o n d s  to the e x i s t i n g  n o t i c e  of sale, e xcept that this 

n o t i c e  n e e d  n ot c o n t a i n  the time, place, and m a n n e r  of the 

sale. W h e n  it does n o t  c o n t a i n  this information, the d^otor 

and i n t e r e s t e d  parties w i l l  be a d v i s e d  of s p e c i f i c s  as to 

the sale b y  a later notice. The later n o t i c e  w i l l  also go
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out to all o t h e r  p e r s o n s  w h o  h a v e  w r i t t e n  to the p e r s o n  

d e s i g n a t e d  in the n o t i c e  e x p r e s s i n g  an i n t erest and p r o v i d i n g  

a m a i l i n g  address.

AS 3 4.21.180

SOURCE: (a) is from R C W A  61.24.090(b)(1 ); (b) and (c)

are p a r a p h r a s e d  f r o m  AS 34.20.070(b ); (d) is o r i g i n a l  drafting; 

(e) is f r o m  R C W A  61.24. 0 9 0 ( b ) ( 2 )  a n d  (4); (f) is f r o m  RCWA 

6 1 .24.090( b)(5); (g) a n d  (h) are o r i g i n a l  drafting.

COMMENT: S u b s e c t i o n  (a) e s s e n t i a l l y  restates

exist i n g  law, e x ce pt that it e x p l i c i t l y  allows cure by 

p e rso ns other than the debtor.

S u b s e c t i o n  (b) sets a time limit w i t h i n  w h i c h  cure 

m u s t  be made. A f t e r  the e x p i r a t i o n  of that time period, 

cure can only be m a d e  by t e n d e r i n g  the full a m ount of i n d e b t e d­

ness u n d e r  ( d ) .

S u b s e c t i o n  (c) limits to two the n u m b e r  of times the 

debtor w i l l  be p e r m i t t e d  to cure a f t e r  the s ec ond step toward 

f o r e c l o s u r e  has b e e n  reached. By s u b s e c t i o n  (c) the debto r is 

l i mit ed in the n u m b e r  of times he can r e i n s t a t e  the securit y 

a g r e e m e n t  a f t e r  d e f a u l t i n g  a nd p e r m i t t i n g  f o r e c l o s u r e  to reach 

the last stage b e f o r e  sale.

S u b s e c t i o n  (d) is i n t e n d e d  to a m e l i o r a t e  the 

h a r s h n e s s  of ( g ) , w h i c h  cuts off the d e b tor's r ight to cure 

in o r d e r  to m a x i m i z e  the p u r c h a s e  p r i c e  at the forec l o s u r e  

sale. The d e b t o r  m a y  r e s c u e  his h o m e  at any time b e f o r e  the 

sale by p a y i n g  the e n t i r e  default, i n c l u d i n g  the a c c e l e r a t e d  

a m o u n t .

S u b s e c t i o n  (e) applie s to cures the rule c u r r e n t l y  

a p p l i c a b l e  to p o s t - s a l e  redemption, w h i c h  is that a c r e dit or 

w h o  rescues the d ebtor a c q u i r e s  a lien for the a mount spent 

on the rescue.



S u b s e c t i o n  (f) is d e s i g n e d  to p r o v i d e  a clear 

r e c o r d  for the title searcher. If the s e c u r e d  p a r ty's 

fa i l u r e  to r e c o r d  the r e q u i r e d  n o t i c e  a f t e r  cure causes a 

d e b t o r  to lose a sale, the d e b tor m U y  sue for damage s under 

sec. 240.

S u b s e c t i o n  (g) is a r a d i c a l  d e p a r t u r e  f r o m  exi sting 

law, w h i c h  a llows cure u n t i l  the a u c t i o n e e r ' s  h a m m e r  falls.

The p r o p o s e d  s e c t i o n  cuts off the debtor's r i g h t  to a simple 

cure so that the c o l l a t e r a l  can be l i sted and sold. W h i l e  

the p r o p o s e d  s e c t i o n  appears on its face to treat the debtor 

harshly, it is i n t e n d e d  to p r o tect his e q u i t y  f r o m  the usual 

s a c r i f i c e  sale. No o t h e r  state has b e e n  found w h i c h  has 

e l i m i n a t e d  the r e q u i r e m e n t  of a p u b l i c  auction.

S u b s e c t i o n  (h) assures that any p a y m e n t  m a d e  w h i c h  

stops d e f a u l t  p r o c e e d i n g s  w i l l  not be a bogus payment.

AS 3 4.21 . 1 9 0

SOURCE: (a) is from AS 45.09.904; (b) is ori ginal

drafting; (c) is on the subject of AS 4 5 . 0 9.9 04(c); (d) is 

from AS 45.09. 9 0 4 ( c ) ;  (e) is from AS 45.09.507( b); and (f) 

is from AS 4 5 . 0 9 . 5 0 7 ( b ) .

COMMENT: S u b s e c t i o n  (a) provides for sale following

e x p i r a t i o n  of tht cure period.

S u b s e c t i o n s  (d) and (e) i n c o r p o r a t e  the UCC s t a ndard 

of the c o m m e r c i a l l y  r e a s o n a b l e  sale. To insure a h i g h  

p u r c h a s e  price, a c o m m e r c i a l l y  u n r e a s o n a b l e  sale transfers 

good title to the b u y e r  (see sec. 220). However, an a g g r i e v e d  

d e b t o r  m a y  sue the s e c u r e d  party for damages u n d e r  sec. 240.

T h e  c o n c e p t  of this s e c t i o n  is b a s i c  to the UCC 

and basic to this bill.
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AS 34.21 .200

SOURCE: O r i g i n a l  drafting.

COMMENT: O f f s e t  b i d d i n g  at a sale of c o l l a t e r a l

at p u b l i c  a u c t i o n  is the n o r m  at present, a n d  c o n t in ues to 

be p r o v i d e d  for in this section.

This b i l l  p e r m i t s  n e g o t i a t e d  sales of the c o l l a t e r a l  

as w e l l  as sales at p u b l i c  auction. S u b s e c t i o n  (a) p r o h ibit s 

the f o r e c l o s i n g  s e c u r e d  p a r t y  f r o m  b e i n g  a p u r c h a s e r  at a 

sale that he n e g o t i a t e s  as seller.

S u b s e c t i o n  (b) a u t h o r i z e s  a j u n i o r  l i e n h o l d e r  to 

set o f f  the a m ount o f  his lien if he is a p u r c h a s e r  of the 

c o l l a t e r a l  and first pays off or s e cures the r e l e a s e  of 

su p e r i o r  liens.

AS 3 4 . 2 1 . 2 1 0

SOURCE: A S  34.20.080 (c) a n d  ( d ) .

COMMENT: Thi s s e c t i o n  r e q u i r e s  that there be

in c l u d e d  in, or a t t a c h e d  to, the deed i s s u e d  by the s e cured 

p a r t y  (1) an a f f i d a v i t  of the m a n n e r  of g i v i n g  the r e q u i r e d  

n o t i c e s  and (2) an a f f i d a v i t  of p u b l i c a t i o n  of the n o t i c e  of 

intent to sell. E x i s t i n g  AS 34.10.080(d) calls for r e c o r d i n g  

of these a f f i d a v i t s  by the s e c u r e d  p a r t y  a f t e r  the sale.

AS 3 4 . 2 1.220

SOURCE: (a) is f r o m  AS 3 4 . 2 0 . 0 9 0 ( a ) ;  (b) is f r o m

AS 34.20.090(b);  (c) is f r o m  AS 34.20. 0 9 0 ( c ) ;  a n d  (d) is 

from AS 34.20.100.

COMMENT: This s e c t i o n  is l i t t l e  c h a n g e d  from

ex i s t i n g  law.

S u b s e c t i o n  (d) r e s t a t e s  the p r e s e n t  r u l e  w h i c h  

allows n o n j u d i c i a l  f o r e c l o s u r e  o n l y  w h e r e  no d e f i c i e n c y  

j u d g m e n t  is permitted.



SOURCE: (a) is f r o m  AS 4 5 . 09 .504(a); (b) is o r i g i n a l

drafting; a n d  (c) is f r o m  AS 45.09.504(b).

COMMENT: S u b s e c t i o n  (a) is t aken f r o m  the UCC.

T he p r i o r i t i e s  a m o n g  v a r i o u s  types of liens and s e c u r i t y  

i n t e rests are left by (a)(3) to case law. A l t h o u g h  it is 

not s p e l l e d  out in the bill, it is i n t e n d e d  that the s e c u r e d  

p a r t y  r e tains a r i g h t  to file an i n t e r p l e a d e r  a c t i o n  w h e n  

p r i o r i t i e s  are in doubt.

AS 3 4 . 2 1 . 2 4 0

SOURCE: AS 45.09.507.

COMMENT: This s e c t i o n  allows for an i n j u n c t i o n

b e f o r e  sale or d a m ages a f t e r  sale for f a i l u r e  to c o m p l y  w i t h  

this chapter.

AS 3 4 . 2 1 . 2 5 0

SOURCE: AS 45.09.201.

COMMENT: This s e c t i o n  is t a k e n  f r o m  the UCC, and

is i n c l u d e d  p r i n c i p a l l y  to c o n tr ast w i t h  AS 34.21.260.

AS 3 4 . 2 1.260

SOURCE: This s e c t i o n  is from AS 4 5 . 0 9 . 5 0 1 ( c ) ,  but

is m o r e  inclusive.

COMMENT: This s e c tion p r o tects debtors f r o m  b e i n g

a s k e d  to w a i v e  v a r i o u s  rights g u a r a n t e e d  by this chapter.

AS 3 4 . 2 1 . 2 9 0

SOURCE: (1) is from AS 4 5 . 09 .105(3); (2) is fr om

AS 4 5 . 09.105( 4); (3) is from  U S L T A  § 1-201(19); (4) is from 

AS 45.09.1 05(8); (5) is f r o m  U S L T A  § 1-201(25) a n d  U L T A  § 3- 

103(7); a n d  (6) is f r o m  AS 45.09.105(9).

COMMENT: All defini t i o n s  are p a r a p h r a s e d  f r o m  the

UCC or the USLTA, as noted. The terms " g o v e r n m e n t a l  a g e n c y , "

AS 34.21.230
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"r e c e i v e r , "  a n d  " t r u s t e e  in b a n k r u p t c y” are a d d e d  in (6) to 

cl a r i f y  intent.

S e c t i o n  3

AS 0 6 . 0 5 .175

COMMENT: This s u b s e c t i o n  is a d d e d  to m e e t  the

p o s s i b l e  r e l u c t a n c e  of a f i n a n c i a l  i n s t i t u t i o n  to p r o v i d e  

i n f o r m a t i o n  to the h o l d e r  of a s u b o r d i n a t e  s e c u r i t y  interest.

S e c t i o n  4

AS 0 9 . 4 5 . 1 7 0

COMMENT: This s e c t i o n  subs Li.-., at es the b r o a d e r

t e r m  " s e c u r i t y  i n t e r e s t "  for the t e r m  " m o r t g a g e "  in the 

l o n g - s t a n d i n g  s e c t i o n  on j u d i c i a l  f o r e c l o s u r e  in the Code of 

Civil Proc e d u r e .  No c h a n g e  is m a d e  in the j u d i c i a l  f o r e c l o s u r e  

proced ure, b u t  it is m a d e  clear b y  s t a t u t e  that the p r o c e d u r e  

is a v a i l a b l e  b r o a d l y  for f o r e c l o s u r e  of all s e c u r i t y  interests.

S e c t i o n  5

Re p e a l  of AS 0 9 . 4 5 . 2 0 0  and AS 3 4 . 2 0 . 0 1 0 - - 3 4 .20.135

COMMENT: A S  09.45.200, h e r e  repealed,  pro vi d e s

that an a c t i o n  for f o r e c l o s u r e  c a n n o t  be m a i n t a i n e d  w h i l e  an 

a c t i o n  is p e n d i n g  for the debt. R e f e r e n c e  AS 3 4 . 2 1 . 0 8 0  in 

the bill.

Th e  o t h e r  secti ons r e p e a l e d  are the e x i s t i n g  law 

on deeds of trust.

S e c t i o n  6

COMMENT: This t r a n s i t i o n a l  s e c t i o n  takes the c o n­

ser v a t i v e  a p p r o a c h  that the l a w  in e f f e c t  w h e n  a s e c u r i t y  

a g r e e m e n t  is e n t e r e d  into shall b e  the law u s e d  in e n f o r c i n g  

the s e c u r i t y  a greement . However, since this A c t  follows m o r e  

c l o s e l y  the e x i s t i n g  l a w  on deeds of trust than it does the 

e x i s t i n g  l a w  on o t h e r  s e c u r i t y  a gr eements, an e x c e p t i o n  is m a d e  

as to deeds of trust. The p e r s o n  f o r e c l o s i n g  a deed of trust
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ip. g i v e n  an o p t i o n  to p r o c e e d  w i t h  f o r e c l o s u r e  u n d e r  this Act 

if he s h o u l d  w i s h  t o .

This t r a n s i t i o n a l  s e c t i o n  w i l l  m a k e  it n e c e s s a r y  

that the statutes r e p e a l e d  or a m e n d e d  b y  this Act be r e t a i n e d  

in A l a s k a  S t a tu tes v o l u m e s  for several years aft er this Act 

goes into effect.

S e c t i o n  7

The e f f e c t i v e  date of the A c t  s h o u l d  be s e veral  

m o n t h s  f o l l o w i n g  e n a c t m e n t  to a l l o w  time for b e c o m i n g  fami liar 

w i t h  its terms.
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MARCH 2 2 ,  1984

TO: JOHN

FROM: KEN

RE: HB 342 "RELATING TO FILING AND RECORDING AND TO

RECORDABLE DOCUMENTS"

THE MAIN PURPOSE OF HB 342 IS TO CLARIFY EXISTING ALASKA 

STATUTES ON FILING AND RECORDING AND TO CENTRALIZE THE 

THE RECORDING PROCESSES WITHIN STATE GOVERNMENT. THE 

BILL WOULD CREATE A NEW SECTION UNDER TITLE 40 OF THE 

ALASKA STATUTES ENTITLED RECORDING IN PUBLIC RECORDS, 

WHICH LAYS OUT IN DETAIL THIS PROPOSED RECORDING SYSTEM.

QUESTIONS:

1. WHY WAS TITLE 40 CHOSEN AS THE SPOT FOR THIS NEW SEC­

TION ON RECORDING ?

2. WHY HAS THE DEPARTMENT OF NATURAL RESOURCES BEEN 

MANDATED TO PROVIDE THESE SERVICES IN THIS BILL ?

3. WHAT WOULD THE IN IT IAL  EXPENSE BE TO IMPLEMENT THIS 

PROGRAM ?



4. DID THE ALASKA CODE REVISION COMMISSION WORK WITH THE 

DEPARTMENT O r NATURAL RESOURCES IN WRITING THIS B ILL  ?

5. IS THERE A PROJECTED COST SAVINGS FOR THE STATE AS A 

RESULT OF THIS BECOMING LAW ?

6. HOW MANY NEW POSITIONS WOULD BE CREATED BY THIS LEGIS­

LATION ?

7. WHAT IS THE ANTICIPATED DAY LEVEL FOR THOSE PEOPLE ? 

WHAT WOULD BE THE JOB REQUIREMENTS FOR THESE POSITIONS ?

8. HOW DID THE ALASKA CODE REVISION COMMISSION COME TO 

DECIDE TO UNDERTAKE THIS PROJECT ? WHAT WAS THE IMPETUS 

FOR THIS B ILL ?

9. WHAT ARE THE FEELINGS OF THE DEPARTMENT OF NATURAL 

RESOURCES ON THIS BILL ? DOES THE DEPARTMENT FEEL IT 

NECESSARY ?

10. UNDER CURRENT STATUTES, RECORDING COMES UNDER TITLE 

34. WHY MOVE IT TO CHAPTER 40 ?



C O M M I S S I O N E R S  
JOHN W . ABBOTT - CHA IRMAN 

JA M E S  L. BA LD W IN  - V IC E  CHA IRMAN 
PATR ICK  M. RODEY 
C H A R L IE  B U SSELL  

L .  S .  KURTZ , JR .
JU D G E  (R E f . )  THOMAS B. STEWART 
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A L A S K A  S TA TE  L E G IS L A T U R E  
POUCH Y - STATE CAPITOL 
JUNEAU . ALASKA 39811 
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M E M O R A N D U M

E X E C U T IV E  S E C R E T A R Y  
B ILLY  G. B ER R IER

R e p r e s e n t a t i v e  John Cowdery, C h a i rman 
House Labor and C o m m e r c e  C o m m i t t e e

Dick Regan, R e s e a r c h  Director 
Alaska Code R e v i s i o n  C o m m i s s i o n

March 22, 1984

HB 342 on R e c o r d i n g

I pencil this m e m o r a n d u m  late at n i g h t  and will  h a v e  
l i t t l e  c h a n c e  to review it w i t h  r e p r e s e n t a t i v e s  of the D e p a r t m e n t  
of N a t u r a l  R e s o urces  b e f o r e  the s c h e d u l e d  h e aring at 8:15 a.m. 
in the morni ng.

However, I b e l i e v e  the a t t a c h e d  a m e n d m e n t s  m a y  s a t i s f y  
q u e s t i o n s  a s k e d  by DNR a b o u t  HB 342. They are my effort to reach 
an a c c o r d  in the hope that the bill can move out of the L abor and 
C o m m e r c e  Committee.

The two d e f i n i t i o n s  drafted for inser tion on page 23 I 
a f f i r m a t i v e l y  support.

The balance of the d r a f ted a m e n d m e n t s  I do not 
a f f i r m a t i v e l y  support but p r o p o s e  for form. I b e l i e v e  that 
a d o p t i n g  them would c o n s t i t u t e  a r eason a b l e  c o m p r o m i s e  and w o u l d  
n ot s e r i o u s l y  conflict w i t h  the code revision c o m m i s s i o n ' s  
c o n c e p t s  as e x p r essed in the bill.

A  g r e a t  effort has been made to satisfy all p a r t i e s  on 
this bill. I hope the a p p r o p r i a t e  r e p r e s e n t a t i v e s  of DNR will 
join me in o f f ering the a t t a c h e d  a m e n d m e n t s  as a reason a b l e  
c o m p r o m i s e  of the few minor q u e s t i o n s  D N R  has raised a b o u t  the 
bill in its p r esent form.

TO:

FROM:

D A T E : 

RE:

D R : c h w



— _ _ _ _ _ —   —  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

A  M  E N D. M. E N T

O f f e r e d  in the H O U S E  By:

TO: HB 342

Page 10, lines 8 a n d  9:

D e l e t e  all m a t e r i a l  and insert:

"that is in the c u s t o d y  of the d e p a r t m e n t  or the U n i t e d
S t a t e s  B u r e a u  of L and M a n a g e m e n t  b u t  has not been recorded in the
records of a recor d i n g  district, or that has been r e c orded in a 
p u b l i c  r e c o r d e r ' s  o f f i c e  in a n other state, m a y  be".

Page 10, f o l l owing line 13:

I n ser t "(c) W h e n  a c e r t i f i e d  copy is recorded under
this section, it m u s t  be a c c o m p a n i e d  by an affidavit  e x p l a i n i n g
w h y  the o r i g i n a l  c o n v e y a n c e  c annot be r e c orde d instead of the 
c o p y . "

Page 11, foll o w i n g  line 7:

D e l e t e  "A s i g n a t u r e , "  and insert "An".

Page 23, f ollowing line 11:

Insert "(3) 'conformed copy' m e a n s  an exact image of a 
d o c u m e n t  or a true copy of a d o c u m e n t  on w h i c h  has been wri tten 
an e x p l a n a t i o n  of things that could not be copied exactly, such 
as "/s/" f o l l o w e d  by a p r i n t e d  copy of a signature;". R e n umb er 
the f o l l o w i n g  p a r a g r a p h s  accordingly .

Page 23, f o l l o w i n g  line 19:

Insert "(7) 'file' m e a n s  depoi.it into custody;". 
R e n u m b e r  the f o l l o w i n g  p a r a g r a p h s  a c c ordingly.

Page 28, line 3:

De l e t e  "January 1, 1984" a n d  insert "January 1, 1986".

- 2 -



1

2

3
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5

6
7
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9

10

11

12

13

14

15

16

17

18

19

20 

21 

22
23

24

25

26

27

28 

29

V u e
0 .  n

n e i t h e r  p r e s u m p t i o n  a p p l i e s .

Sec. 4 0 . 1 7 . 1 0 0 .  R E C O R D I N G  A  R E C O N V E Y A N C E .  W h e n  the parties to a 

reco r d e d  conveyance absolute in its term3 intend it to serve only as

s e c u r i t y  f o r  r e p a y m e n t  o f  a debt, the c o n v e y a n c e  is a b s o l u t e  as to all»

p e r s o n s  w h o  r e l y  u p o n  it i n  g o o d  f a i t h  a n d  fo r  v a l u e  b e f o r e  a r e c o n­

v e y a n c e  is r e c o r d e d .

Sec. 4 0 . 1 7 . 1 1 0 .  C L A S S E S  OF D O C U M E N T S  E L I G I B L E  F O R  R E C O R D I N G ,

(a) A  s i g n e d  d o c u m e n t  l i s t e d  in (b) of this  s e c t i o n  o r  i n c l u d e d  u n d e r  

(c) of t his s e c t i o n  t h a t  m e e t s  th e r e q u i s i t e s  f o r  r e c o r d i n g  u n d e r  

A S  4 0 . 1 7 . 0 3 0  mo.y b e  r e c o r d e d  as a c l a s s  A  d o c u m e n t .  T h e  r e c o r d e r  m a y  

n o t  r e c o r d  as a c l a s s  B d o c u m e n t  a d o c u m e n t  t hat w o u l d  b e  a c l a s s  A  

d o c u m e n t  e x c e p t  f o r  a t e c h n i c a l  d e f e c t  i n  t h e  d o c u m e n t .  A  d o c u m e n t  

t h a t  m e e t s  t h e  r e q u i s i t e s  f o r  r e c o r d i n g  u n d e r  A S  4 0 . 1 7 . 0 3 0  a n d  t h a t  is 

n o t  a c o n v e y a n c e  o r  a d e f e c t i v e  c la s s  A  d o c u m e n t ,  is a c l a s s  B d o c u­

m e n t  the r e c o r d i n g  of w h i c h  \s p e r m i t t e d  f o r  t h e  s a f e k e e p i n g  o f  a 

r e c o r d  c o p y  of t h e  d o c u m e n t .  T h e  e f f e c t  o n  t i t l e  an d  r i g h t s  o f  r e­

c o r d i n g  c l a s s  A  a n d  c l a s s  B d o c u m e n t s  is set out i n  AS  4 0 . 1 7 . 0 8 0 .
S k a # /

(b) T h e  r e c o r d e r ^ w e y ] * r e c o r d  as a c l as s  A  d o c u m e n t  o n l y

(1) a c o n v e y a n c e  a c k n o w l e d g e d  o r  p r o v e n  u n d e r  A S  34.1 5. -  

150 - 3 4 . 1 5 . 2 5 0  or  a c e r t i f i e d  c o p y  of th e  c o n v e y a n c e  if re,cording the 

c o p y  is p e r m i t t e d  b y  A S  4 0 . 1 7 . 0 2 0 ;

(2 ) a n  a c k n o w l e d g e d  o r  p r o v e n  p o w e r  o f  a t t o r n e y  o r  o t h e r

i n s t r u m e n t  g r a n t i n g  o r  r e v o k i n g  a p o w e r  to act as a g e n t  o r  a t t o r n e y

f o r  a n o t h e r  p e r s o n ;

(3) a c o n t r a c t  f o r  the s a l e  o r  p u r c h a s e  of r e a l  p r o p e r t y ,  

w h e n  a c k n o w l e d g e d  o r  p r o v e n  b y  all p a r t i e s  to the  c o n t r a c t ;

(4) a n  o p t i o n  f o r  the p u r c h a s e  of r e a l  p r o p e r t y  w h e n  it is

a c k n o w l e d g e d  b y  th e  p e r s o n  g r a n t i n g  the option;

(5) a c e r t i f i c a t e  of a p u b l i c  o f f i c i a l  or  a n  a f f i d a v i t  of
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1 any p e r s o n  t h a t  m a y  a f f e c t  the t i t l e  to o r  a n y  i n t e r e s t  i n  r e a l  p rop-

2 erty in the s t a t e  t hat is d e s c r i b e d  in t h e  c e r t i f i c a t e  o r  a f f i d a v i t ,

3 s t a t i n g  f a c t s  r e l a t i n g  to age, sex, b i r t h ,  d e a t h ,  c a p a c i t y ,  r e l a t i o n -

4 ship, f a m i l y  h i s t o r y ,  h e i r s h i p ,  na me s ,  i d e n t i t y  o f  p a r t i e s ,  m a r i t a l

5 status, p o s s e s s i o n  o r  a d v e r s e  p o s s e s s i o n ,  a d v e r s e  use ,  r e s i d e n c e ,

6 s e r v i c e  in th e a r m e d  forces, c o n f l i c t s  a n d  a m b i g u i t i e s  i n  d e s c r i p t i o n

7 of l a n d  in r e c o r d e d  i n s t r u m e n t s ,  a n d  the h a p p e n i n g  o f  a n y  c o n d i t i o n  or

8 e v e n t  tha t  m a y  t e r m i n a t e  a n  e s t a t e  o r  i n t e r e s t ;  a c e r t i f i c a t e  or

9 a f f i d a v i t  r e c o r d e d  u n d e r  this s e c t i o n  m u s t  c o n t a i n  th e  r e c o r d i n g

10 i n f o r m a t i o n  o f  a r e c o r d e d  d o c u m e n t  r e f e r r e d  to in it;

11 (6 ) a n  i n s t r u m e n t  b y  w h i c h  a r e a l  p r o p e r t y  s e c u r i t y  agree-

12 m e n t  is s u b o r d i n a t e d  or  w a i v e d  as to p r i o r i t y ;

13 (7) a d o c u m e n t  c r e a t i n g  a c o n d i t i o n ,  c o v e n a n t ,  r e s t r i c t i o n ,

14 or  r e s e r v a t i o n  r e l a t i n g  to r i g h t s  i n  r ea l  p r o p e r t y ;

15 (8 ) a n  a s s i g n m e n t  of a l l  o r  p a r t  o f  a s e c u r i t y  i n t e r e s t  in

16 real p r o p e r t y ;

17 ( 9 )  a r e l e a s e  of l i e n  o r  s e c u r i t y  i n t e r e s t  i n  r e a l  p rop-

18 erty; | feasg, Usvfx<̂ 'l opftdX Va purduue. re d  prspe/Ufy f
19 (10) a c o n f o r m e d  co p y  o f  aljd ocu m c n *] that is o t h e r w i s e  re-

20 c o r d a b l e  as a. c l a s s  A  d o c u m e n t  u n d e r  this s e c ti o n ,  w h e n  t h e  p e r s o n

21 o f f e r i n g  th e  d o c u m e n t  a t t a c h e s  to it a n  a f f i d a v i t  t hat

22 (A) the c o n f o r m e d  cop y  w a s  r e c e i v e d  b y  the p e r s o n  in

23 the c o u r s e  o f  the t r a n s a c t i o n ;

24 (B) the o r i g i n a l  is not i n  the p e r s o n ' s  p o s s e s s i o n ;

25 a nd

26 (C) the i n s t r u m e n t  o f f e r e d  fo r  r e c o r d a t i o n  is a con- :

27 f o r m e d  copy;

28 (11) a c o n v e y a n c e  f r o m  the U n i t e d  S t a t e s  of a n  i n t e r e s t  in

29 rea l  p r o p e r t y  in the state;
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2

3

4

5

6
7

8
9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
29

e x e c u t e d  b y  the s a m e  p a r t i e s  w h o  e x e c u t e d  the o r i g i n a l

(57) a m a s t e r  f o r m  that ca n  be i n c o r p o r a t e d  b y  r e f e r e n c e  i n  

d o c u m e n t s  l a t e r  reco r d e d .

(c) A  d o c u m e n t  s p e c i f i c a l l y  p e r m i t t e d  or r e q u i r e d  to be r e c o r d e d  

b y  a n o t h e r  l a w  of t h e  s t a t e  or m a d e  r e c o r d a b l e  as a c l a s s  A  d o c u m e n t  

* b y  r e g u l a t i o n  of th e  d e p a r t m e n t  m a y  b e  r e c o r d e d  as a c l a s s  A  d o c u m e n t .

Sec. 4 0 . 1 7 . 1 2 0 .  R E C O R D I N G  M E M O R A N D U M  OF LEA S E .  (a) R e c o r d i n g  ii 

m e m o r a n d u m  o f  lease s u b s t a n t i a l l y  c o m p l y i n g  w i t h  (b) g $ t h i s  s e c t i o n  

has the s a m e  e f f e c t  as r e c o r d i n g  the lease.

(b) A  m e m o r a n d u m  of l ease is a d o c u m e n t  s i g n e d  b y  the l e s s o r  a n d  

l e s s e e  a n d  c o n t a i n i n g  a r e f e r e n c e  to an u n r e c o r d e d  lease, s u b l e a s e ,  o r  

a g r e e m e n t  to lease o r  s u b l e a s e , and s u p p l y i n g  at least t h e  f o l l o w i n g  

i n f o r m a t i o n :

(1 ) the n a m e s  of the p a r ties;

(.?) a n y  a d d r e s s e s  of the p a r t i e s  set out i n  the  lease;

(3) the d a t e  of the lease;

(4) a d e s c r i p t i o n  of the real p r o p e r t y  l e a s e d  o r  s u b l e a s e d ;

(5) the c o m m e n c e m e n t  a n d  t e r m i n a t i o n  d a t e s  of t h e  lease, if 

f ixed and, if not fixed, the m e t h o d  by w h i c h  t he  d a t e s  a r e  to be

fixed; and

(6 ' a s t a t e m e n t  of the c o n d i t i o n s  u p o n  w h i c h  a p a r t y  m a y

e x e r c i s e  a r i g h t  to e x t e n d  or r e n e w  the lease o r  to e x e r c i s e  a r i g h t

I
to p u r c h a s e  o r  r e f u s e  to p u r c h a s e  the rea l  p r o p e r t y  o r  p a r t  of it.

fee. 4 0 . 1 7 . 1 3 0 .  A C T I O N S  A G A I N S T  R E C O R D E R  A N D  STATE. (a) If the

r e c o r d e r  f a i l s  to r e c o r d  a n d  i n d e x  a d o c u m e n t  p r o p e r l y ,  the r e c c r d e r  

m a y  be c o m p e l l e d  to r e c o r d  and i n d e x  the d o c u m e n t  p r o p e r l y  by a n

a c t i o n  f i l e d  in the s u p e r i o r  court.

(b) T h e  s t a t e  is l i a b l e  to a p e r s o n  i n j u r e d  by the f a i l u r e  of 

the r e c o r d e r  to p e r f o r m  d u t i e s  u n d e r  this c h a p t e r .  N e i t h e r  the

SB 245 -22-
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1 n e i t h e r  p r e s u m p t i o n  a p p l i e s .

2 Sec. 4 0 . 1 7 . 1 0 0 .  R E C O R D I N G  A  R E C O N V E Y A N C E .  W h e n  t h e  p a r t i e s  to a

3 r e c o r d e d  c o n v e y a n c e  a b s o l u t e  in its t e r m s  i n t e n d  it to s e r v e  o n l y  as

4 s e c u r i t y  f o r  r e p a y m e n t  o f  a debt, the c o n v e y a n c e  is a b s o l u t e  as to all

5 p e r s o n s  w h o  r e l y  u p o n  it i n  g o o d  f a i t h  an d  f o r  v a l u e  b e f o r e  a r e c o n -

6 v e y a n c e  is r e c o r d e d .

7 Sec. 4 0 . 1 7 . 1 1 0 .  C L A S S E S  OF D O C U M E N T S  E L I G I B L E  F O R  R E C O R D I N G .

8 (a) A  s i g n e d  d o c u m e n t  l i s t e d  in (b) of this s e c t i o n  o r  i n c l u d e d  u n d e r

9 (c) of this s e c t i o n  that m e e t s  t h e  r e q u i s i t e s  f o r  r e c o r d i n g  u n d e r

10 A S  4 0 . 1 7 . 0 3 0  m a y  be  r e c o r d e d  as a class A  d o c u m e n t .  T h e  r e c o r d e r  m a y

11 not r e c o r d  as a c l a s s  B d o c u m e n t  a d o c u m e n t  that w o u l d  be a c l a s s  A

12 d o c u m e n t  e x c e p t  f o r  a t e c h n i c a l  d e f e c t  i n  th e  d o c u m e n t .  A  d o c u m e n t

13 that m e e t s  th e  r e q u i s i t e s  f o r  r e c o r d i n g  u n d e r  A S  4 0 . 1 7 . 0 3 0  a n d  t h a t  is

14 no t  a c o n v e y a n c e  o r  a d e f e c t i v e  class A  d o c u m e n t ,  is a c l a s s  B d ocu-

15 m e n t  the r e c o r d i n g  of w h i c h  is p e r m i t t e d  fo r  t h e  s a f e k e e p i n g  of a

16 r e c o r d  c opy of the d o c u m e n t .  Th e  e f f e c t  o n  t i t l e  a n d  r i g h t s  o f  re-

17 c o r d i n g  c l a s s  A  a n d  c l a s s  B d o c u m e n t s  is set out i n  A S  4 0 . 1 7 . 0 8 0 .
dk

18 (b) T h e  r e c or d e r ^ m a y j' r e c o r d  as a c lass A  d o c u m e n t  o n l y

19 (1) a c o n v e y a n c e  a c k n o w l e d g e d  or p r o v e n  u n d e r  A S  3 4 .1 5 . -

20 150 - 3 4 . 1 5 . 2 5 0  or a c e r t i f i e d  c o p y  of the c o n v e y a n c e  if r e c o r d i n g  the

21 c opy is p e r m i t t e d  b y  AS 4 0 . 1 7 . 0 2 0 ;

22 (2 ) a n  a c k n o w l e d g e d  o r  p r o v e n  p o w e r  o f  a t t o r n e y  o r  o t h e r

23 i n s t r u m e n t  g r a n t i n g  or r e v o k i n g  a p " w e r  to act as a g e n t  o r  a t t o r n e y

24 for a n o t h e r  p e r s o n ;

25 (3) a c o n t r a c t  fo r  the sale o r  p u r c h a s e  o f  r e a l  p r o p e r t y ,

26 w h e n  a c k n o w l e d g e d  o r  p r o v e n  b y  all p a r t i e s  to the c o n t r a c t ;

27 (4) a n  o p t i o n  f o r  the p u r c h a s e  o f  r e a l  p r o p e r t y  w h e n  it is

28 a c k n o w l e d g e d  by th e  p e r s o n  g r a n t i n g  the option;

29 (5) a certifit.:ats of a p u b l i c  o f f i c i a l  o r  a n  a f f i d a v i t  of
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1 an y  p e r s o n  t h a t  m a y  a f f e c t  th e  t i t l e  t o  o r  a n y  i n t e r e s t  i n  r e a l  p r o p -

2 e r t y  in th e  s t a t e  t hat is d e s c r i b e d  i n  th e  c e r t i f i c a t e  o r  a f f i d a v i t ,

3 s t a t i n g  facts r e l a t i n g  to age, ser, bi r t h ,  death, c a p a c i t y ,  r e l a t i o n -

4 ship, f a m i l y  h i s t o r y ,  h e i r s h i p ,  na m e s,  i d e n t i t y  o f  p a r t i e s ,  m a r i t a l

5 statu s ,  p o s s e s s i o n  o r  a d v e r s e  p o s s e s s i o n ,  a d v e r s e  use, r e s i d e n c e ,

6 s e r v i c e  in the a r m e d  forc e s,  c o n f l i c t s  a n d  a m b i g u i t i e s  i n  d e s c r i p t i o n

7 of  la n d  in r e c o r d e d  i n s t r u m e n t s ,  a n d  th e  h a p p e n i n g  of a n y  c o n d i t i o n  or

8 e v e n t  that m a y  t e r m i n a t e  a n  e s t a t e  o r  i n t e r e s t ;  a c e r t i f i c a t e  or

9 a f f i d a v i t  r e c o r d e d  u n d e r  t h i s  s e c t i o n  m u s t  c o n t a i n  th e  r e c o r d i n g

10 i n f o r m a t i o n  of a r e c o r d e d  d o c u m e n t  r e f e r r e d  to i n  it;

11 (6 ) a n  i n s t r u m e n t  b y  w h i c h  a r e a l  p r o p e r t y  s e c u r i t y  ag r e e -

12 m e n t  is s u b o r d i n a t e d  o r  w a i v e d  as to p r i o r i t y ;

13 (7) a d o c u m e n t  c r e a t i n g  a c o n d i t i o n ,  c o v e n a n t ,  r e s t r i c t i o n ,

14 o r  r e s e r v a t i o n  r e l a t i n g  to r i g h t s  in r e a l  p r o p e r t y ;

15 (8 ) a n  a s s i g n m e n t  of a l l o r  p a r t  of a s e c u r i t y  i n t e r e s t  in

16 real p r o p e r t y ;

17 (9) a r e l e a s e  o f  l i e n  o r  s e c u r i t y  i n t e r e s t  i n  r e a l  p r op -

18 erty; t fa fo rduxJA. prspe/hh| j

19 (10) a c o n f o r m e d  c o p y  of  aljd o e u m e n tj that is o t h e r w i s e  re-

20 c o r d a b l e  as a c l a s s  A  d o c u m e n t  u n d e r  this s e c t i on ,  w h e n  th e  p e r s o n

21 o f f e r i n g  th e  d o c u m e n t  a t t a c h e s  to it a n  a f f i d a v i t  that

22 (A) the c o n f o r m e d  c o p y  w a s  r e c e i v e d  b y  the p e r s o n  in

23 the c o u r s e  of t h e  t r a n s a c t i o n ;

24 (B) t h e  o r i g i n a l  is n o t  i n  the p e r s o n ' s  p o s s e s s i o n ;

25 an d

26 (C) the  i n s t r u m e n t  o f f e r e d  f o r  r e c o r d a t i o n  is a con- :

27 f o r m e d  copy;

28 (11) a c o n v e y a n c e  f r o m  the U n i t e d  S t a t e s  of a n  i n t e r e s t  in

29 r e a l  p r o p e r t y  i n  th e  state;



< y^

1 e x e c u t e d  b y  the s a m e  p a r t i e s  w h o  e x e c u t e d  the o r i g i n a l  d o c u m e n t ^ w < p )

2 (57) a m a s t e r  f o r m  that c a n  be i n c o r p o r a t e d  b y  r e f e r e n c e  i n

3 d o c u m e n t s  l a t e r  r e c o r d e d .

4 (c) A  d o c u m e n t  s p e c i f i c a l l y  p e r m i t t e d  o r  r e q u i r e d  to b e  r e c o r d e d

5 by a n o t h e r  l a w  of th e s t a t e  or  m a d e  r e c o r d a b l e  as a c l a s s  A  d o c u m e n t

6 * b y  r e g u l a t i o n  of the d e p a r t m e n t  m a y  b e  r e c o r d e d  as a c l a s s  A  d o c u m e n t .

7 Sec. 4 0 . 1 7 . 1 2 0 .  R E C O R D I N G  M E M O R A N D U M  OF  I.EASE. (a) R e c o r d i n g  a

8 m e m o r a n d u m  o f  l e a s e  s u b s t a n t i a l l y  c o m p l y i n g  w i t h  (b) o f  thi s  s e c t i o n

9 ha s  th e  s a m e  e f f e c t  as r e c o r d i n g  the lease.

10 (b) A  m e m o r a n d u m  of l e a s e  is a d o c u m e n t  s i g n e d  b y  th e l e s s o r  a n d

11 l e ss e e  a n d  c o n t a i n i n g  a r e f e r e n c e  to a n  u n r e c o r d e d  lease, s u b l e a s e ,  or

12 a g r e e m e n t  to l e a s e  o r  s u b l e a s e ,  and s u p p l y i n g  at least t h e  f o l l o w i n g

13 i n f o r m a t i o n :

14 (1) the n a m e s  of the pa r t i e s ;

15 (2) an y  a d d r e s s e s  of the p a r t i e s  set cut i n  th e  lease;

16 (3) the d a t e  of the lease;

17 (4) a d e s c r i p t i o n  of the real p r o p e r t y  l e a s e d  o r  s u b l e a s e d ;

18 (5) the c o m m e n c e m e n t  a n d t e r m i n a t i o n  d a t e s  of t h e  l e a s e  if

19 f i x e d  and, if no t  fixed, t h e m e t h o d  b y  w h i c h  the d a t e s  a r e  to be

20 fixed; a n d

21 (6 ) a s t a t e m e n t  of the c o n d i t i o n s  u p o n  w h i c h  a p r>ity m a y

22 e x e r c i s e  a r i g h t  to e x t e n d  o r  r e n e w  the l ease o r  to e x e r c i s e  a r i g h t
t

23 to p u r c h a s e  o r  r e f u s e  to p u r c h a s e  the r e a l  p r o p e r t y  o r  p a r t  oi it.

24 Sec. 4 0 . 1 7 . 1 3 0 .  A C T I O N S  A G A I N S T  R E C O R D E R  A N D  STATE. (a) If the

25 r e c o r d e L  f a i l s  to r e c o r d  a n d  i n d e x  a d o c u m e n t  p r o p e r l y ,  the  r e c o r d e r

26 m a y  be c o m p e l l e d  to r e c o r d  a n d  i n d e x  th e  d o c u m e n t  p r o p e r l y  b y  an

27 a c t i o n  f i l e d  in the s u p e r i o r  court.

28 (b) T h e  s t a t e  is l i a b l e  to a p e r s o n  i n j u r s d  b y  the f a i l u r e  of

29 th e  r e c o r d e r  to p e r f o r m  d u t i e s  u n d e r  this ch a p t e r .  N e i t h e r  the
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<♦00 SUPPLIES 
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SB 245 and HB 342, FISCAL ANALYSIS

Assumptions

1. As stated in the memo from the Code Revision Commission, dated 
February 22, 1983 and Journal Supplement #10, dated April 8, 1983, the 
general purpose of the bill is to gather and clarify provisions on 
recording that are scattered throughout the Alaska Statutes, and lays a 
suitable framework for future use of technological advances in a 
centralized recording system. It also establishes two classes of 
documents, Class A for constructive notice recording and Class B for other 
documents for safekeeping.

2. Based on a feasibility report, the current recording system, which is 
computerized in a batch mode system, does not allow for anticipated growth 
in the workload. The current computerized recording system is in 
desperate need of having its program rewritten to correct current problems.

3. A new computer program, whether written for the current recording system 
or the new recording system, would be approximately the same cost and 
would provide cost savings to the State by reducing data entry, 

processing, systems maintenance, manhour and paper costs.

4. A new system must have a centrally located data base with on-line access 
from the three copy centers in Anchorage, Fairbanks, and Juneau.

5. In the forseeable future, the outlying offices will not have this

capability due to their remote locations and will continue with the 
current manual procedures to send the manually written data to one of the
three copy centers for entry into the system.

6. The three copy centers will have in-house printers for hard-copy printout, 
which is required daily. This will eliminate the manual system presently 
used which, based on manhours, is quite time consuming and costly. These 
hard-copy printouts are needed and used by title companies, lending 
institutions, numerous agencies and the public for up-to-date filing and 
recording information.

7. All assumptions are based on the passage of the bill in Ff 84 with an
effective date one-and-a-half years after passage of the bill on 
January 1st. If the bill was passed in FY 84, the effective date of the 

bill will be January 1, 1986. This would allow funding for implementation
to be spread over three fiscal years. Additionally, it would allow timely * 
and quality implementation of the new recording system. Mandated and 
proper design of separate computer programs for Class A and Class B 
documents, writing of comprehensive regulations and procedural manuals 
followed by training of all personnel and users is time consuming.



8. A revised schedule of fees for the department now being considered will 
generate additional income of $600.0 per year for the Recorder's Office. 
This does not include fees for Class B documents as none are now 
recorded. Assuming that 5000 Class B documents, which is only 2% of the 
total documents now recorded, will be recorded in the first year of 
operation an additional $50.0 in fees would be generated. As the public 
becomes familiar with the program, the number of documents recorded will 
most certainly increase resulting in additional fee income. Over the 
years the increase in existing fees and fees for Class B documents will 
offset initial costs of the system.

9. All information presently available in the existing system also must be 
made available in the new system and data conversion costs as distinct 

from design costs must be separately considered.

Relationship to FY 85 Budget Presentations and Further Assumptions

1. The R e c o r d e r ' s  O f f i c e  w o r k l o a d  ha s  i n c r e a s e d  a p p r o x i m a t e l y  13X p e r  

y e a r  and is s e r i o u s l y  b a c k l o g g e d  in m ost of f ices. The G o v e r n o r ' s  

FY 85 b u d g e t  s u b m i s s i o n  r e q u e s t s  an i n c r e a s e  in o p e r a t i n g  funds of 

$4 9 4 . 0  w i t h  ten p o s i t i o n s  s t a t e w i d e .  Not i n c l u d e d  in this fi g u r e  

is a $ 5 0 . 0  o n e - t i m e  c ost for w r i t i n g  of c o m p r e h e n s i v e  reg u l a t i o n s,  

u.i the c a p i t a l  s i d 2 , w i t h  a d e p a r t m e n t  p r i o r i t y  r a n k i n g  of 7 ouc of 

13, $ 3 5 0 . 0  has b e e n  r e q u e s t e d  for study, design, u p d a t e  and 

e x p a n s i o n  of e x i s t i n g  o r  a n e w  c o m p u t e r  s y s t e m  w h i c h e v e r  is cost 

e f fective. D a t a  c o n v e r s i o n  d o l l a r s  are not included.

2. Analysis of SB 245 and HB 342 in relationship to FY 85 budget submissions, 
which appear to be reasonable for approval, indicate there are several 
areas where the bills will additionally impact the department.

A. One Time Costs:
a) Computer program for $ 50.0

Class B documents
b) Oata conversion, regulation 127.0 

and procedural manual writing, 
training, reproduction,
advertising and associated 

travel costs

3.

c) Equipment costs 5.0

Total $ 182.0

($150.0 FY 85 - $32

Continuing Costs Starting FY 86:

a) One permanent full-time position 
to handle Class B document

$ 26.0

recording
8.0b) Miscellaneous additional

supplies
3.0c) Travel costs

Total $ 37.0
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SB 245 and HB 342, FISCAL. ANALYSIS

Assumptions

1. As stated in the memo from the Code Revision Commission, dated 
February 22, 1983 and Journal Supplement #10, dated April 8, 1983, the 
general purpose of the bill is to gather and clarify provisions on 
recording that are scattered throughout the Alaska Statutes, and lays a 
suitable framework for future use of technological advances in a 
centralized recording system. It also establishes two classes of 
documents, Class A for constructive notice recording and Class B for other 
documents for safekeeping.

2. Based on a feasibility report, the current recording system, which is 
computerized in a batch mode system, does not allow for anticipated growth 
in the workload. The current computerized recording system is in 
desperate need of having its program rewritten to correct current problems.

3. A new computer program, whether written for the current recording system
or the new recording system, would be approximately the same cost and
fould provide cost savings to the State by reducing data entry, 
processing, systems maintenance, manhour and paper costs.

4. A new system must have a centrally located data base with on-line access
from the three copy centers in Anchorage, Fairbanks, and Juneau.

5. In the forseeable future, the outlying offices will not have this
caDability due to their remote locations and will continue with the 
current manual procedures to send the manually written data to one of the
three copy centers for entry into the system.

6. The three copy “.enters will have in-house printers for hard-copy printout, 
which is required daily. This will eliminate the manual system presently 
used which, based on manhours, is quite time consuming and costly. These 
hard-copy printouts are needed and used by title companies, lending 
Institutions, numerous agencies and the public for up-to-date filing and 

recording information.

7. All assumptions are based on the passage of the bill in FY 84 with an
effective date one-and-a-half years after passage of the bill on 
January 1st. If the bill was passed in FY 84, the effective date of the 

Dill will be January 1, 1986. This would allow funding for implementation 
to be spread over three fiscal years. Additionally, it would allow timely 
and quality implementation of the new recording system. Mandated and
proper design of separate computer programs for Class A and Class B

documents, writing of comprehensive regulations and procedural manuals 
followed by training of all personnel and users is time consuming.



8. A revised schedule of fees for the department now being considered will 
generate additional income of $600.0 per year for the Recorder's Office. 
This does not include fees for Class B documents as none are now 
recorded. Assuming that 5000 Class B documents, which is only 2% of the 
total documents now recorded, will be recorded in the first year of 
operation an additional $50.0 in fees would be generated. As the public 
becomes familiar with the program, the number of documents recorded will 
most certainly increase resulting in additional fee income. Over the 
years the increase in existing fees and fees for Class B documents will 
offset initial costs of the system.

9. All information presently available in the existing system also must be 
made available in the new system and data conversion costs as distinct 
from design costs must be separately considered.

Relationship to FY 85 Budget Presentations and Further Assumptions

1. The R e c o r d e r ' s  O f f i c e  w o r k l o a d  has i n c r e a s e d  a p p r o x i m a t e l y  13% p e r 

y e a r  and is s e r i o u s l y  b a c k l o g g e d  in m os t  o f f i c e s .  T h e  G o v e r n o r ' s  

FY 85 b u d g e t  s u b m i s s i o n  r e q u e s t s  an i nc r e a s e  in o p e r a t i n g  funds of 

$4 9 4 . 0  w i t h  ten p o s i t i o n s  state wi d e .  Not i n c l u d e d  in this figure 

is a $ 5 0 . 0  o n e - t i m e  cost for w r i t i n g  of c o m p r e h e n s i v e  regulations.

On the c a p i t a l  side, w i t h  a d e p a r t m e n t  p r i o r i t y  r a n k i n g  of 7 out of 

13, $ 3 5 0 . 0  has b e e n  r e q u e s t e d  for study, design, u p d a t e  and 

e x p a n s i o n  of e x i s t i n g  or a n e w  c o m p u t e r  s y s t e m  w h i c h e v e r  is cost 

effective. D a t a  c o n v e r s i o n  d o l l a r s  are not included.

2. Analysis of SB 245 and HB 342 in relationship to FY 85 budget submissions, 
which appear to be reasonable for approval, indicate there are several 
areas where the bills will additionally impact the department.

A. One Time Costs:

a) Computer program for 

Class B documents
b) Data conversion, regulation 

and procedural manual writing, 
training, reproduction, 
advertising and associated 

travel costs
c) Equipment costs

Total
($150.0 FY

B. Continuing Costs Starting FY 86:
a) One permanent full-time position 

to handle Class B document 

recording
b) Miscellaneous additional 

supplies
c) Travel costs

Total

$ 50.0 

127.0

5.0 
$ 182.0

85 - $32.0 FY 86) 

$ 26.0

8.0
3.0 

$ 37.0



  .... -.     . . .
&F:

1 n e i t h e r  p r e s u m p t i o n  a p p l i e s .

2 Sec. 4 0 . 1 7 . 1 0 0 .  R E C O R D I N G  A  R E C O N V E Y A N C E .  W h e n  the p a r t i e s  to a

3 r e c o r d e d  c o n v e y a n c e  a b s o l u t e  i n  its t e r m s  i n t e n d  it to s e r v e  o n l y  as

4 s e c u r i t y  f o r  r e p a y m e n t  o f  a debt, the c o n v e y a n c e  is a b s o l u t e  as to al l

5 p e r s o n s  w h o  r e l y  u p o n  it i n  g o o d  f a i t h  a n d  f o r  v a l u e  b e f o r e  a r e c o n -

6 v e y a n c e  is r e c o r d e d .

7 Sec. 4 0 . 1 7 . 1 1 0 .  C L A S S E S  OF D O C U M E N T S  E L I G I B L E  F O R  R E C O R D I N G .

8 (a) A  s i g n e d  d o c u m e n t  l i s t e d  in (b) of t h i s  s e c t i o n  o r  i n c l u d e d  u n d e r

9 (c) o f  t his s e c t i o n  t ha t  m e e t s  t h e  r e q u i s i t e s  f o r  r e c o r d i n g  u n d e r

10 A S  4 0 . 1 7 . 0 3 0  m a y  be r e c o r d e d  as a c l as s  A  d o c u m e n t .  T h e  r e c o r d e r  m a y

11 n o t  r e c o r d  as a c l a s s  B d o c u m e n t  a d o c u m e n t  tha t  w o u l d  b e  a c l a s s  A

12 d o c u m e n t  e x c e p t  for  a t e c h n i c a l  d e f e c t  i n  t h e  d o c u m e n t .  A  d o c u m e n t

13 t hat m e e t s  th e  r e q u i s i t e s  f o r  r e c o r d i n g  u n d e r  A S  4 0 . 1 7 . 0 3 0  a n d  tha t  is

14 no t  a c o n v e y a n c e  o r  a d e f e c t i v e  class A  d o c u m e n t ,  is a c l a s s  B d oc u -

15 m e n t  the r e c o r d i n g  o f  w h i c h  is p e r m i t t e d  f o r  th e  s a f e k e e p i n g  of a

16 r e c o r d  c o p y  o f  the d o c u m e n t .  T h e  e f f e c t  o n  t i t l e  a n d  r i g h t s  of re-

17 c o r d i n g  c lass A  a n d c l a s s ^  d o c u m e n t s  is set out i n  A S  4 0 . 1 7 . 0 8 0 .

18 (b) T h e  r e c o r d e r ^ » a ^ ^ r e c o r d  as a c l a s s A  d o c u m e n t  o n l y

19 (1) a c o n v e y a n c e  a c k n o w l e d g e d  or  p r o v e n  u n d e r  A S  3 4 . 1 5 . -

20 150 - 3 4 . 1 5 . 2 5 0  o r  a c e r t i f i e d  c o p y  of th e  c o n v e y a n c e  if r e c o r d i n g  th e

21 c o p y  is p e r m i t t e d  b y  A S  4 0 . 1 7 . 0 2 0 ;

22 (2 ) a n  a c k n o w l e d g e d  or  p r o v e n  p o w e r  of a t t o r n e y  or o t h e r

23 i n s t r u m e n t  g r a n t i n g  o r  r e v o k i n g  a p o w e r  to act as a g e n t  o r  a t t o r n e y

24 fo r  a n o t h e r  p e r s o n ;  '

25 (3) a c o n t r a c t  f o r  the s al e  o r  p u r c h a s e  of r e a l  p r o p e r t y ,

26 w h e n  a c k n o w l e d g e d  o r  p r o v e n  b y  ill p a r t i e s  to the c o n t r a c t ;

27 (4) a n  o p t i o n  f o r  «.ne p u r c h a s e  of r e a l  p r o p e r t y  w h e n  it is

28 a c k n o w l e d g e d  b y  the p e r s o n  g r a n t i n g  the option;

29 (5) a c e r t i f i c a t e  of a p u b l i c  o f f i c i a l  or  a n  a f f i d a v i t  of

-17- - SB 2.45



1 a n y  p e r s o n  t h a t  m a y  a f f e c t  the t i t l e  to o r  an y  i n t e r e s t  i n  r e a l  p ro p -

2 e r t y  i n  th e  s t a t e  t h a t  is d e s c r i b e d  in  t h e  c e r t i f i c a t e  o r  a f f i d a v i t ,

3 s t a t i n g  f ac t s  r e l a t i n g  to age, sex, b i r t h ,  d e a t h ,  c a p a c i t y ,  r e l a t i o n -

4 ship, f a m i l y  h i s t o r y ,  h e i r s h i p ,  n a m e s ,  i d e n t i t y  of p a r t i e s ,  m a r i t a l

5 s t a t u s ,  p o s s e s s i o n  o r  a d v e r s e  p o s s e s s i o n ,  a d v e r s e  use, r e s i d e n c e ,

6 s e r v i c e  i n  the a r m e d  forc e s , c o n f l i c t s  a n d  a m b i g u i t i e s  i n  d e s c r i p t i o n

7 of l a n d  i n  r e c o r d e d  i n s t r u m e n t s ,  a n d  the h a p p e n i n g  of a n y  c o n d i t i o n  o r

8 e v e n t  t h a t  m a y  t e r m i n a t e  a n  e s t a t e  o r  i n t e r e s t ;  a c e r t i f i c a t e  o r

9 a f f i d a v i t  r e c o r d e d  u n d e r  t h i s  s e c t i o n  m u s t  c o n t a i n  t h e  r e c o r d i n g

10 i n f o r m a t i o n  of a r e c o r d e d  d o c u m e n t  r e f e r r e d  to i n  it;

11 (6 ) a n  i n s t r u m e n t  b y  w h i c h  a r e a l  p r o p e r t y  s e c u r i t y  a g r e e -

12 m e n t  is s u b o r d i n a t e d  o r  w a i v e d  as to p r i o r i t y ;

13 (7) a d o c u m e n t  c r e a t i n g  a c o n d i t i o n ,  c o v e n a n t ,  r e s t r i c t i o n ,

14 o r  r e s e r v a t i o n  r e l a t i n g  to r i g h t s  i n  r e a l  p r o p e r t y ;

15 (8 ) a n  a s s i g n m e n t  of a l l  or p a r t  of a s e c u r i t y  i n t e r e s t  i n

16 r e a l  p r o p e r t y ;

17 (9) a r e l e a s e  o f  l i e n  o r  s e c u r i t y  i n t e r e s t  i n  r e a l  p r o p -

18 erty; t feA?e, U rtfru d t, cpffCH 'fo yordioAfL r e d  prape/d~^ ]

19 (10) a c o n f o r m e d  c o p y  o f  aUchrewftctvfc] t h a t  is o t h e r w i s e  re-

20 c o r d a b l e  as a c l a s s  A  d o c u m e n t  u n d e r  t h i s  s e c t i o n ,  w h e r  the p e r s o n

21 o f f e r i n g  t h e  d o c u m e n t  a t t a c h e s  to it a n  a f f i d a v i t  that

22 (A) the c o n f o r m e d  c o p y  w a s  r e c e i v e d  b y  th e  p e r s o n  in

23 t h e  c o u r s e  of t h e  t r a n s a c t i p n ;

24 (B) the o r i g i n a l  is no t  i n  the p e r s o n ' s  p o s s e s s i o n ;

25 a n d

26 (C) the i n s t r u m e n t  o f f e r e d  for  r e c o r d a t i o n  is a con- :

27 f o r m e d  copy;

28 (11) a c o n v e y a n c e  f r o m  the U n i t e d  S t a t e s  of a n  i n t e r e s t  in

29 r e a l  p r o p e r t y  i n  th e  state;



1 e x e c u t e d  b y  t h e  s a m e  p a r t i e s  w h o  e x e c u t e d  t h e  o r i g i n a l  d o c u m e n t ^ ^ ^ ^ ^ )

2 (57) a m a s t e r  f o r m  that c a n  b e  i n c o r p o r a t e d  b y  r e f e r e n c e  i n

3 d o c u m e n t s  l a t e r  r e c o r d e d .

4 (c) A  d o c u m e n t  s p e c i f i c a l l y  p e r m i t t e d  o r  r e q u i r e d  to b e  r e c o r d e d

5 b y  a n o t h e r  l a w  of the s t a t e  o r  m a d e  r e c o r d a b l e  as a c l a s s  A  d o c u m e n t

6 ' b y  r e g u l a t i o n  of the  d e p a r t m e n t  m a y  b e  r e c o r d e d  as a c l a s s  A  d o c u m e n t .

7 Sec. 4 0 . 1 7 . 1 2 0 .  R E C O R D I N G  M E M O R A N D U M  O F  L E A S E ,  (a) R e c o r d i n g  a

8 m e m o r a n d u m  of  l e a s e  s u b s t a n t i a l l y  c o m p l y i n g  w i t h  (b) of thi s  s e c t i o n

9 h a s  the s a m e  e f f e c t  as r e c o r d i n g  th e  lease.

10 (b) A  m e m o r a n d u m  of l e a s e  is a d o c u m e n t  s i g n e d  b y  the l e s s o r  a n d

11 l e s s e e  a n d  c o n t a i n i n g  a r e f e r e n c e  to a n  u n r e c o r d e d  lease, s u b l e a s e ,  or

12 a g r e e m e n t  to l e a s e  or s u b l e a s e ,  a n d  s u p p l y i n g  at least the f o l l o w i n g

13 i n f o r m a t i o n :

14 (1) t h e  n a m e s  of  the p a r t i e s ;

15 (2 ) a n y  a d d r e s s e s  of t h e  p a r t i e s  set ou t  i n  the  lease;

16 (3) t h e  d a t e  of the lease;

17 (4) a d e s c r i p t i o n  of the r e a l  p r o p e r t y  l e a s e d  o r  s u b l e a s e d ;

18 (5) the c o m m e n c e m e n t  a n d  t e r m i n a t i o n  d a t e s  of th e  l e a s e  if

19 f i x e d  and, if n o t  fixed, th e  m e t h o d  b y  w h i c h  t h e  d a t e 3 a r e  to be

20 fixed; a n d

21 (6 ) a s t a t e m e n t  of the c o n d i t i o n s  u p o n  w h i c h  a p a r t y  m a y

22 e x e r c i s e  a r i g h t  to e x t e n d  o r  r e n e w  th e l ease or to e x e r c i s e  a r i g h t
*

23 to p u r c h a s e  or r e f u s e  to p u r c h a s e  the r e a l  p r o p e r t y  o r  p a r t  of it.

24 Sec. 4 0 . 1 7 . 1 3 0 .  A C T I O N S  A G A I N S T  R E C O R D E R  A N D  STATE. (a) If the

25 r e c o r d e r  f a i l s  to r e c o r d  a n d  i n d e x  a d o c u m e n t  p r o p e r l y ,  the r e c o r d e r

26 m a y  be c o m p e l l e d  to r e c o r d  and  i n d e x  the d o c u m e n t  p r o p e r l y  by a n

27 a c t i o n  f i l e d  in the s u p e r i o r  court.

28 (b) T h e  s t a t e  is l i a b l e  to a p e r s o n  i n j u r e d  b y  the f a i l u r e  of

29 th e  r e c o r d e r  to p e r f o r m  d u t i e s  u n d e r  t his ch a p t e r .  N e i t h e r  the



A L A S K A  C O D E  R E V I S I O N  C O M M I S S I O N
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E X E C U T IV E  S E C R E T A R Y  
B ILLY  G. BERR IER

TO: R e p r e s e n t a t i v e  J o h n  Cowdery, C h a irman 
H o u s e  Labor a n d  C o m m e r c e  C o m m i t t e e

FROM: D i c k  Regan, R e s e a r c h  Director 
A l a s k a  Code R e v i s i o n  C o m m i s s i o n

D A T E : M a r c h  22, 1984

RE: HB 342 on R e c o r d i n g

I p e n c i l  this m e m o r a n d u m  late at n i g h t  and w i l l  have 
l ittl e c h a n c e  to r eview it w i t h  r e p r e s e n t a t i v e s  of the D epartment 
of N a t u r a l  R e s o u r c e s  befo re the s c h e d u l e d  h e aring at 8:15 a.m. 
in the morni ng.

However, I b e lie ve the a t t a c h e d  a m e n d m e n t s  may satisfy 
q u e s t i o n s  a s k e d  by DNR about HB 342. The y are my effort to reach 
an a c c o r d  in the hope that the bill can move out of the Labor and 
C o m m e r c e  C ommittee.

The two d efini t i o n s  d r a f t e d  for i nsertion on page 23 I 
a f f i r m a t i v e l y  support.

The b a l a n c e  of the d r a f t e d  a m e n d m e n t s  I do not 
a f f i r m a t i v e l y  s u pport but p r o p o s e  for form. I believe that 
a d o p t i n g  t h e m  w o u l d  c o n s t i t u t e  a r e a s o n a b l e  compro m i s e  and w o u l d  
not s e r i o u s l y  c o n f l i c t  with the code revision commission's 
c o n c e p t s  as e x p r e s s e d  in the bill.

A  g r e a t  effort has b e e n  made to satisfy all parties on 
this bill. I h o p e  the a p p r o p r i a t e  r e p r e s e n t a t i v e s  of D N R  will 
join m e  in o f f e r i n g  the a t t a c h e d  a m e n d m e n t s  as a reasonable 
c o m p r o m i s e  of the few minor q u e s t i o n s  D N R  has raised about the 
bill in its p r e s e n t  form.

D R :chw

c o m m i s s i o n e r s  A L A S K A  S T A T E  L E G IS L A T U R E
JOHN W . ABBOTT - CHA IRMAN POUCH Y - STATE CAP ITOL

JAM ES  L . BALDW IN  - V IC E  CHA IRMAN JUNEAU . ALASKA 99811
PATR ICK  M. RODEY (907) 435-4870
CHARL IE  BU SSELL  

L . S . KURTZ. J R .
JU D G E  ( R et .)  THOMAS B. STEW ART 

FR ED ER IC  E. BROWN



A L A S K A  C O D E  R E V I S I O N  C O M M I S S I O N

C O M M I S S I O N E R S  
JOHN W . ABBOTT - CHA IRMAN 

JAM ES  L. BALDW IN  - V IC E  CHA IRMAN 
PATR ICK  M. RODEY 
CH A RL IE  B U SSELL  

L . S . KURTZ. JR .
JUDGE  (RET.) THOMAS B. STEWART 

FR ED ER IC  E. BROWN

A L A S K A  S TA TE  L E G IS L A T U R E  
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JUNEAU , ALASKA 99811 

(907) 465-4878

E X E C U T IV E  S E C R E T A R Y  
B ILLY  G. B ERR IER

M E M O R A N D U M

R e p r e s e n t a t i v e  John Cowdery, C h a i r m a n  
House Labor and Commerce  C o m m i t t e e

Dick Regan, R e s e a r c h  Director 
Al a s k a  Code R e v i s i o n  C o m m i s s i o n

M a r c h  22, 1984

HB 342 on R e c o r d i n g

I pencil this m e m o r a n d u m  late at n i g h t  and wi ll h a v e  
little c h a n c e  to review it w i t h  r e p r e s e n t a t i v e s  of the D e p a r t m e n t  
of N a tur al R e s o u r c e s  before the s c h e d u l e d  h e a r i n g  at 8:15 a.m. 
in the morning.

However, I believe the a t t a c h e d  a m e n d m e n t s  may s a t i s f y  
q u e s t i o n s  ask ed by D NR a b o u t  H B  342. T h e y  are m y  effort to reach 
an a c c o r d  in the hope that the bill can mov e out of the Labor and 
C o m m e r c e  Committee.

The tv.o d e f i n i t i o n s  d r afted for i n s e r t i o n  on page 23 I 
a f f i r m a t i v e l y  support.

The balance of the d r afted a m e n d m e n t s  I do not 
a f f i r m a t i v e l y  support but p r opose for form. I believe that 
adopt i n g  them w o u l d  c o nstitute a r e a s o n a b l e  c o m p r o m i s e  and w o u l d  
not s e r i o u s l y  conf l i c t  with the code r e v i s i o n  c o m m i s s i o n ' s  
c o n c e p t s  as e x p r e s s e d  in the bill.

A g r e a t  effort has been made to s a t i s f y  all p a r t i e s  on 
this bill. I hope the a p p r o p r i a t e  r e p r e s e n t a t i v e s  of D N R  will 
join me in o f f ering the a t t a c h e d  a m e n d m e n t s  as a reaso n a b l e  
c o m p r o m i s e  of the few minor q u e s t i o n s  D N R  has raised a b o u t  the 
bill in its p r e s e n t  form.

TO:

FROM:

D A T E : 

RE:

D R : c h w



A M E N D M E N T

Of f e r e d  in the H O U S E  By:

TO: HB 342

Page 10, lines 8 a n d  .9:

D e l e t e  all m a t e r i a l  and insert:

"that is in the c u s t o d y  of the d e p a r t m e n t  or the United
S t a t e s  B u r e a u  of La nd M a n a g e m e n t  bu t has not been recorded in the
records of a r e c o rding district, or that has been recorded in a 
p ublic r e c o r d e r ' s  o f f i c e  in a n oth er state, m a y  be".

Page 10, fol lowing line 13:

Insert "(c) When a certified copy is recorded under
this section, it must be a c c o m p a n i e d  by an affi davit explaining
w h y  the o r i g i n a l  c o n v e y a n c e  cannot be r e c orded instead of the 
c o p y . "

Page 11, following line 7:

D e l e t e  "A s i g n a t u r e , "  and insert "An".

Page 23, f ollowing line 11:

Insert "(3) 'conformed c o p y 1 means an exact image of a 
documen t or a true copy of a document on w h i c h  has been w r itten 
an e x p l a n a t i o n  of things that could not be c o pied exactly, such 
as "/s/" f o l l o w e d  by a p r i n t e d  copy of a signature?". Renumber 
the f o l l o w i n g  p a r a g r a p h s  accordingly.

Page 23, f o l l owing line 19:

Insert "(7) 'file' means  d e p o s i t  into custody;". 
R e n u m b e r  the f o l l o w i n g  p a r a g r a p h s  accordingly.

Page 28, line 3:

D e l e t e  "January 1, 1984" and insert "January 1, 1986".
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PREFACE

The recordation/filingj/ of real property and other documents for the purpose 

of serving constructive notice to the public has had a long and varied 

history. It is the purpose of this "Brief History and Organization of Alaska 

Recorder's Office" to acquaint the reader with now it all started, developed 

over the years and, to some extent, what it all means. There is no attempt to 

discuss any legal issues.

Credit for some of the material in this paper is given to a document entitled 

"Recordation and Recording Procedures in Alaska" prepared in 1966 by E.Z. 

Rehbock, Legal Assistant for the Alaska Court System.

]_/ The words "record" and "file" and sometimes the phrase "file for record" 
are sometimes erroneously used interchangeably. There is a basic difference 
in the words and they should not be used interchangeably. A recorded document 
is one that is copied into the records in some manner and returnee to the 
owner. A filed document is placed on file, becomes the property of the State 

and is not returned to the original owner. The recorder's office handles both 
types of documents.



Under the territorial form of government in Alaska, the recordation of 

conveyances, filing of tax liens and recordation of mining claims and other 

mining instruments was a duty of the United States Commissioners in their 

respective precincts. The beginning of recording activities in Alaska can be 

traced to the establishment of civil government for Alaska in 1884 when the 

Congress provided that Alaska should be governed by the laws of Oregon.

Oregon statutes contained copious provision for tne recordation of instruments 

and tne commissioners were charged with the administration of these laws. In 

1900 Congress enacted a code of laws based mainly on Oregon law and containing 

detailed and specific rules for a recording system, which is basically still 

in force and comports with the , 'inciples of recordation as used in tne 

majority of jurisdictions.

Tne early records of Alaska, as found in the various districts, contained 

meager information on fee title to real property, although this is one of the 

impot cant types of information desired. The old records contain mining or 

quitclaim deeds of property (usually unsurveyed) of which there is no pretense 

of a legal estate. This condition must not be ascrined to "loss" of old 

records (although in some precincts it unfortunately happened that they were 

destroyed by fire), but to the fact that the Congress had for a time long 

neglected to enact legislation for the acquisition of fee titles in Alaska. 

Legislation authorizing townsite entry was first enacted in 1891. The 

homestead laws were extended to Alaska only in 1898. The U.S. Survey system 

was not extended to Alaska until as late as 1899.

An important statute provides that persons "actually in use or occupation" of 

lands in Alaska at the beginning of civil government on May ’7, 1884 shall not 

be disturbed therein, but that the acquisition of such land is reserved to 

future legislation of the Congress. This act was intended as a preliminary to 

the enactment of future legislation by the Congress for the acquisition of 

land. It served as a temporary protection.

The functions assigned to recorders in Alaska were augmented in the early 

1900's by congressional legislation on mining on the federal public domain and 

by enactment of territorial laws on mechanic's liens, conditional sales and 

chattel mortgages. The body of territorial law relating to tqe filing in tne



recorder's office of conditional sales, bulk sales, chattel mortgages and 

other chattel security became obsolete in 1962 when Alaska adopted the chattel 

filing provisions of Title 9, UCC.

At the time of transition from the territorial U.S. District Court to the 

integrated Alaska Court System, there existed a great variety of functions 

concerned with recording. The difficulty of transition was alleviated because 

the present boundaries of recording districts are essentially oriented by the 

boundaries of the former recording precincts, and the commissioners were 

replaced by magistrates upon whom the recording duties evolved.

Under territorial government, instruments submitted for recordation were 

originally copied into the record book by longhand. The use of typewriters 

was established around 1915. A photostatic copying method was introduced in 

the larger cities, mainly in Anchorage and Fairbanks, around 1950. At that 

time it was a practice of the territorial U.S. District Court, which had 

jurisdiction over recording, to enter into reproduction contracts with 

commercial title insurance companies. T.he-companies furnished the cameras, 

were responsible for adequate reproductions and furnished a copy of each 

instrument to the court under the terms of the contract. Since these 

arrangments were on a local basis, the size of the copies and the quality of 

the product varied from place to place. At that time the functions of the 

recorders were regulated by statute, but their activity lacked central 

supervision. The statute had made some provision for maintenance of books, 

for indexing, for fees and general duties of recorders.

Pursuant to the Session Laws of Alaska of 1959 and effective in 1960, the 

Alaska Supreme Court, by Order No. 12, established the recording districts and 

designated District and Deputy Magistrates to act as Recorders. There are 

fourteen (14) amendments to Order No. 12 which correct descriptions, change 

places of record and combine recording districts. The last major changes took 

place on July 1, 1975. Order n o . 12 was revised to combine the geographical 

boundaries of:

^  ^ 7/-' * ‘ "7T7̂  ^  '7 ■ ™  ’ • '• ‘ • ^  ^  • at
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McCarthy and Chitina Recording Districts to be known as the Chitina 

Recording District.

Hyder and Ketchikan Recording Districts to be known as the Ketcnikan 

Recording District.

Whittier and Anchorage Recording Districts to be known as the 

Anchorage Recording District.

Fairhaven and Cape Nome Recording Districts to be known as the Cape 

Nome Recording District,

The Barrow Recording District was established.

The Kotzebue Recording District was established.

The Noatak-Kobuk Recording District was merged with the Fairbanks Recording 

District in 1969. A portion of the Noatak-Kobuk Recording District/Fairbanks 

Recording District above the 68°N latitude is now the Barrow Recording 

District and a portion of the Noatak-KobuK Recording District/Fairbanks 

Recording District below the 6S°N latitude is now the Kotzebue Recording 

District.

On August 3, 1971, the court created the position of District (State) Recorder 

with the responsibility for overseeing the operation of recording throughout 

the state.

On January 1, 1977, the Recording System was transferred to the Department of 

Administration, Division of General Services and Supply.

On July 1 , 1979,. the Recording System was transferred to the Department of 

Commerce and Economic Development, Division of Banking and Securities.

On July 1, 1980, the Recording System was transferred to the Department of 

Natural Resources, Division of Technical Services, which agency and division 

now has the responsibility for operation of the recorder's offices.

With each transfer, the department was given autnority to estaolish 

regulations for establishing, modifying or discontinuing recording districts.
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From 1960 until June 16, 1967, the geographical description for each recording 

district was tne offical description of that recording district. Amendment 

No. 8 of Order No. 12, dated June 16, 1967 changed that by designating the 

"Alaska Recording Districts' Portfolio", dated September 1, 1964 as the 

official maps describing the boundaries of all recording districts. The maps 

and legal descritions were intended to complement each other, but if there 

were a discrepancy, the boundary as shown on the offical maps would govern. A 

full set of these maps, as amended, may be found in1 Anchorage, Fairbanks and 

Juneau. Each place of recording for the other areas has sets for the 

recording districts for which they ar the place of record. There is also a 

large Recording District Map in each office, showing boundaries of all 

recording districts in relation to one another.

Since the last major changes to recording districts on July 1, 1975, there 

hav° been thirty-four (34) recording districts serviced through fourteen (14) 

different offices. Nine (9) of these offices are staffed and managed by the 

Department of Natural Resources, Division of Technical Services personnel.

The remaining five (5) offices are administered through the Alaska Court 

System personnel on a part or full time basis.

Due to the great expanse of real estate within the State of Alaska and the 

infrequency of population centers, the functions and scope of separate 

recording offices will vary. In some instances the volume of recording is not 

sufficient to warrant an office and full time employee. In five (5) recording 

districts (Chitina, Kodiak, Seward, Sitka and Valdez) the situation is handled 

by employing Court System personnel on a part time basis. In other recording 

districts the volume is so low that part time employment of court employees is 

not feasible. These areas are handled by larger recording district offices 

with maintenance of grantor and grantee indices and paper copies of documents 

supplied to court offices within those districts. Recording districts 

administered in this manner include: Aleutian Islands, Bristol Bay, Cordova,

Haines, Kuskokwim, Kvichak, Nenana, Petersburg., Skagway and Wrangell. Still 

other small populus districts are administered and maintained in larger 

offices with no local offices maintained. These districts include: Barrow,

Ft. G:obon, Iliamna, Kotzebue, Manley Hot Springs, Mt. McKinley, Nulato, 

Rampart, Seldovia and Talkeetna.
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After the initial processes of checking for statuatory compliance, clocking in 

and indexing, all documents must be forwarded to one of the three (3) copy 

centers for microfilming of the original documents. After microfilming, all 

documents are returned to their place of reception for proper dispersal. The 

copy centers are:

ANCHORAGE for: Aleutian Islands, Anchorage, Bethel, Bristol Bay.

Chitina, Cordova, Homer, Iliamna, Kenai, Kodiak, Kuskokwim, Kvichak, 

Palmer, Seldovia, Seward, Talkeetna and Valdez Recording Districts.

FAIRBANKS fur: Barrow, Fairbanks, Ft. Gibbon, Kotzebue, Manley Hot

Springs, Mt. McKinley, Nenana, Cape Nome, Nulato and Rampart Recording 

Districts.

JUNEAU for: Haines, Juneau, Ketchikan, Petersburg, Skagway, Sitka and

Wrangell Recording Districts.

Photostatic copying was introduced in the l.:rger cities (Anchorage and 

Fairbanks) around 1950. In 1971 microfilming techniques were instituted and 

have been refined to the present day use of microfilm reader/printers and 16 

and 35mm microfiche and roll microfilm, cataloged through the use of 

computerized alphabetic grantor, grantee and real property legal description 

indices. The Anchorage Recording District was the first district with 

computerized indices. This was started June 22, 1971. The Palmer Recording 

District began November 1, 1971. Talkeetna. Fairbanks, Kodiak, Kenai and Cape 

Nome Recording Districts began January 2, 1972, Juneau Recording District 

began July 1, 1972, Ketchikan and Sitka Recording Districts began August 1, 

1972, Homer Recording District began July 1, 1974, Kvichak, Cordova, Aleutian 

Islands, Nenana, Rampart, Nulato, Mt. McKinley, Manley Hot Springs, Kuskokwim, 

Bethel, Chitina, Valdez and Seward Recording Districts began January 2, 1975, 

Petersburg, Wrangell, Seldovia and Bristol Bay Recording Districts beqan 

July 1, 1975, Haines and Skagway Recording Districts began January 2. 1976. 

There are also computerized indices for Fairhaven Recording District from 

January 2, 1972 until it was merged with Cape Nome July 1, 1975. There are 

also computerized indices for McCarthy Recording District from January 2, 1972 

until it was merged with the Chitina Recording District July 1, 1975. There 

are computerized indices for the Hyder Recording District from January 2, 1973
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until it was merged with Ketchikan Recording District July 1, 1975. All the 

computerized information is dispersed to the appropriate offices through the 

Anchorage Recording District office.

The purpose of the Recorder's Offices has always been to provide a secure, 

impartial place of record for real property documents. In most cases these 

records are irreplaceable and yet necessary to maintain a chain of title to 

all real estate within the State of Alaska. The Recorder's Offices also 

provide a mechanism by which liens, Deeds of Trust and other encumbrances 

against specific properties may be brought to the public notice.

Illustrations attached indicate the complexity and type of documents filed or 

reccrded. Statistical data has been supplied for years 1975 through 1932. 

Also a skeleton organizational chart depicting the present day structure of 

the fourteen State Recorder's Offices.



X IV. T A B L E  O F  C O M M O N  D O C U M E N T S

T h i s  is a  c o m p i l e d  l i s t  o f  l e g a l  d o c u m e n t s  t h a t  a r e  m o s t  f r e q u e n t l y  

r e c o r d e d  o f  r e c o r d :  . (Must u s e  B o o k  & P a g e  N u m b e r s )

D O C U M E N T S  R E C O R D E D  I N  T H E  D E E D  B O O K :

W a r r a n t y  D e e d  

Q u i t c l a i m  D e e d  

S t a t e  P o l i c e  D e e d

G u a r d i a n ' s ,  A d m i n i s t r a t o r ' s  o r  E x e c u t o r ' s  D e e d  

T r u s t e e ' s  D e e d  

P a t e n t s  

C l e r k s  D e e d

B i l l  o f  S a l e  ( w h en  c o n v e y a n c e  o f  r e a l  p r o p e r t y  a n d  

r e q u i r e s  a  f u l l  a c k n o w l e d g e m e n t )

T a x  D e e d

I N D E X  C O D E  -

A S  3 4 . 1 5 . 0 3 0  

A S  3 4 . 1 5 . 0 4 0

A S  3 4 . 2 5 . 0 5 0  

A S  3 4 . 2 0 . 0 8 0

A S  3 4 . 2 5 . 0 8 0

D O C U M E N T S  R E C O R D E D  I N  T H E  L I E N  B O O K : I N D E X  C O D E  “

N o t i c e  o f  R i g h t  T o  L i e n  

A c k n o w l e d g e m e n t  o f  R i g h t  t o  L i e n  

V e r i f i e d  M e c h a n i c s  o r  M a t e r i a l m e n  L i e n  

B o n d

E x t e n s i o n  N o t i c e  

R e l e a s e  o f  L i e n

C e r t i f i e d  C o p y  o f  J u d g e m e n t  o r  D e c r e e  o f  a 

C o u r t  o f  T h i s  S t a t e  o r  t h e  U n i t e d  S t a t e s  

S a t i s Y a c t i o n  o f  J u d g e m e n t

C e r t i f i c a t e  o f  A t t a c h m e n t  o r  a n  O r d e r  o r  P r o c e e d i n g  

o f  R e c o r d  D i s c h a r g i n g  a t t a c h m e n t  

E m p l o y e e s  L i e n  f o r  F a i l u r e  to M a k e  P a y m e n t s  t o  a 

B e n e f i t  F u n d  

V e r f i e d  W o r k m e n ' s  C o m p e n s a t i o n  L i e n  

T i m b e r  a n d  L u m b e r  L i e n s  

L a n d o w n e r’s L i e n  F o r  T i m b e r  

M a n u f a c t u r i n g  L i e n  C l a i m  

P a c k e r s  & P r o c e s s o r ' s  L i e n  

C h i l d  S u p p o r t  L i e n
W a t c h m e n ' s  L i e n  ’ ■>’ . .. .

D O C U M E N T S  R E C O R D E D  I N  T H E  M I N I N G  B O O K ••

A S  3 4 . 3 5 . 0 6 4  

A S  3 4 . 3 5 . 0 6 9  

A S  3 4 . 3 5 . 0 7 0  

A S  3 4 . 3 5 . 0 7 2  

A S  3 4 . 3 5 . 0 8 0  

A S  3 4 . 3 5 . 4 8 5

A S  0 9 . 3 0 . 0 1 0  

A S  0 9 . 3 0 . 3 1 0

A S  0 9 . 4 0 . 0 5 0

■AS. 23. 

A S  -23. 

AS 34. 

A S  34. 

A S  34. 

A S  34. 

A S  47. 

A S  34.

INC :x

1 0 . 0 4 7

3 0 . 1 6 5

3 5 . 2 3 0  

3 5 . 2 4 5  

3 5 . 3 0 5  

3 5 . 3 2 0

2 3 . 2 3 0  

3 5 . 3 9 5  

C O D E  -

M i n i n g  L o c a t i o n  

A m e n d e d  L o c a t i o n  

M i n i n g  L e a s e  

A n n u a l  L a b o r

S u r v e y s  M a y  Q u a l i f y  as A n n u a l  L a b o r  

N o t i c e  t o  C o n t r i b u t e  & Affidavits. 

L i e n s  o n  M i n e s  & O i l  W e l l s  

L i e n  f o r  P e r f o r m a n c e  o f  A n n u a l  L a b o r  

P r o s p e c t i n g  S i t e  L o c a t i o n  

G r u b s t a k e  C o n t r a c t

A S  3 8 . 0 5  

A S  3 8 . 0 5  

A S  3 8 . 0 5  

A S  3 8 . 0 5  

A S  2 7 . 1 0  

A S  3 8 . 0 5  

A S  3 4 . 3 5  

A S  3 8 . 0 5  

A S  3 8 . 0 5  

A S  2 7 . 1 0

1 9 5  S 

2 0 0  S 

205

2 1 0  fi 2 7 . 1 0 . 1 6 0  

,230 •

220 
.125 

23 0  

245 

020

2 7 . 1 0 . 0 5 0

2 7 . 1 0 . 0 7 0

2 7 . 1 0 . 1 9 0

165-

& 2 7 . 1 5 . 0 1 0

LT

- 2 4 0

- 3 3 0

- 4 1 5

Ml' '

Hev. 02/81

Ta k e n  f r o m t h e Pa n u a l  of Re c o r d i n g  
Pr o c e d u r e  f o r t h e A l a s k a  La n d Re c o r d i n g  
Of f i c e d a t e d  J u l y 1, 19BO (29)



------------------------------------------------------------------------------------------

D O C U M E N T S  R E C O R D E D  IN T H E  M I S C E L L A N E O U S  BOOK: I N D E X  C O D E  - M S

C O N T R A C T  OR O P T I O N  F O R  T H E  S A L E  O R  P U R C H A S E  OF R E A L  
P R O P E R T Y  W H E N  A C K N O W L E D G E D  BY A L L  P A R T I E S  

R E S T R I C T I O N S  S C O V E N A N T S  ON R E A L  P R O P E R T Y
LIS P E N D E N S  ( c o n t a i n i n g  d e s c r i p c i o n  o f  p r o p e r t y )  AS 0 9 . 4 5 . 7 9 0  
( must c o n t a i n  t h e  c a s e  n u m b e r  a s s i g n e d  b y  the 

c o u r t ,  n o  r e q u i r e m e n t  t o  b e  n o t a r i z e d )
F I N A L  O R D E R  OF C O N D E M N A T I O N  A S  0 9 . 5 5 . 3 7 0
D E C L A R A T I O N  OF T A K I N G  ‘ . A S  0 9 . 5 5 . 4 2 0
L E T T E R  O F  C O N S E R V A T O R S H I P  £ O R D E R S  A S  1 3 . 2 6 . 2 5 5
T E R M I N A T I N G  C O N S E R V A T O R S H I P  

C O N D O M I N I U M  D E C L A R A T I O N  S A M E N D M E N T S  A S  3 4 . 0 7 . 0 2 0  - 07
W A T E R  A P P R O P R I A T I O N  O R  C E R T I F I E D  C O P Y  B Y  A S  4 6 . 1 5 . 1 6 0
C O M M I S S I O N E R  OF DEPT. O F  N A T U R A L  R E S O U R C E S  

L E A S E S ,  S U B - L E A S E S ,  A S S I G N M E N T S  £ T E R M I N A T I O N S  
D I S C H A R G E  P A P E R S
U T I L I T Y ,  S E W E R  £ R I G H T  OF W A Y  E A S E M E N T S  
A S S I G N M E N T S  OF R E N T  £ R E L E A S E S  T H E R E O F  
J U D G E M E N T S  Q U I E T I N G  T I T L E  
D E C R E E S  OF D I V O R C E
A T T E S T E D  OR N O T A R I Z E D  C O P Y  OF A  N O T I C E  OF 
N O N R E S P O N S I B I L I T Y  A S  3 4 . 3 5 . 0 6 5

V E R I F I E D  N O T I C E  O F  C O M P L E T I O N - • A S  3 4 . 3 5 . 0 7 1
P A R T Y  W A L L  A G R E E M E N T S
C E R T I F I C A T E  OF R E D E M P T I O N  •• A S  2 9 . 5 3 . 3 2 0
C E R T I F I C A T E  OF S A L E
C O N T R A C T  F O R  T H E  S A L E  O F  T IMER, M I N E R A L S ,  O R  A S  45.01-107
T H E  L I K E  OR A  S T R U C T U R E  OR ITS M A T E R I A L S  TO BE
R E M O V E D  F R O M  R E A L T Y  IS A  C O N T R A C T  F O R  T H E  S A L E  
OF G OODS. E F F E C T I V E  A S  A  T R A N S F E R  OF A N  I N T E R E S T  IN LAND.

O I L  £ G A S  L E A S E S  £ A S S I G N M E N T S
E A R N E S T  M O N E Y  R E C E I P T  ( a c c e p t a b l e  o n l y  if s i g n a t u r e

o f  s e l l e r  a n d  b u y e r  is a c k n o w l e d g e d )

Ta k e n f r o m t h e Ma n u a l  of Re c o r d i n g  
Pr o c e d u r e  p or t h e A l a s k a La n d Re c o r d i n g- 
O f f i c e d a t e d  Ju l y 1, 1980

Rev. 7/82 ' (29A)



D O C U M E N T S  R E C O R D E D  IN T H E  M O R T G A G E  BOOK: INDEX C O D E  - M

R E A L  M O R T G A G E  A S  34.20
R E L E A S E  O F  M O R T G A G E  AS 34.20
D E E D  OF T R U S T  S A S S I G N M E N T S  A S  3 4 . 2 0 . 1 1 0
P R O M I S S O R Y  N O T E  ( a c c e p t a b l e  o n l y  i f  a t t a c h e d  

t o  a d e e d  of t r u s t  o r  if s e p a r a t e  d o c u m e n t  
o r i g i n a l  s i g n a t u r e  m u s t  be a c k n o w l e d g e d  a n d  
m u s t  c o n t a i n  t h e  l e g a l  d e s c r i p t i o n  o f  p r o p e r t y )

S U B S T I T U T I O N  OF T R U S T E E  . A S  34.20.120
A S S I G N M E N T  OF B E N E F I C I A L  I N T E R E S T  A S  34.2 0.130
S U B O R D I N A T I O N  O R  W A I V E R  A S  TO P R I O R I T Y  A S  3 4 . 2 0. 130
N O T I C E  L I M I T I N G  F U T U R E  A D V A N C E S  AS 0 6 . 3 0 . 5 6 0
N O T I C E  OF D E F A U L T  ’ A S  3 4 . 2 0.070
A F F I D A V I T  'OF P U B L I C A T I O N  OF N O T I C E  OF SA LE A S  34.20 .080
A F F I D A V I T  OF M A I L I N G  T H E  N O T I C E  OF D E F A U L T  AS 3 4 . 2 0 . OTO
D E E D  OF R E C O N V E Y A N C E

D O C U M E N T S  R E C O R D E D  IN T H E  P O W E R  O F  A T T O R N E Y  BOOK: I N D E X  C O D E  - PA 

P O W E R  OF A T T O R N E Y  S R E V O C A T I O N  T H E R E O F  A S  3 4 . 1 5 .320 - 330

Taken from the Manual o f  Recording 
Procedure for the Alaska Land Recording 
Office dated July 1, 1980

Rev. 1/80
(29B)
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T h i s  is a  c o m p i l e d  list of legal documents that are m o s t  f r e q u e n t l y  filed 

o f  record: (No B o o k  & Page N u m b e r  is used)

D O C U M E N T S  F I L E D :

B U L K  S A L E  T R A N S F E R

C O P Y  O F  R E C O R D  O F  M E E T I N G  O F  

C E M E T A R Y  A S S O C I A T I O N

F I N A N C I N G  S T A T E M E N T S , S E C U R I T Y  

A G R E E M E N T S  - U . C . C .

A m e n d m e n t s  & C o n t i n u a t i o n s  

A S S I G N M E N T S  O F  F. S.

T E R M I N A T I O N  S T A T E M E N T S  & 

P A R T I A L  R E L E A S E S  - U.C.C.

A S  4 5 , 0 5 , 5 1 6  

A S  1 0 , 3 0 . 0 2 0

A S  4 5 . 0 5 . 7 6 8

A S  4 5 . 0 5 . 7 7 6  

A S  4 5 . 0 5 . 7 7 4

I N D E X  C O D E  

I N D E X  C O D E C M

B5

I N D E X  C O D E  -  FS.Y

I N D E X  C O D E  - - F S  

I N D E X  C O D E  - T S

C O O P E R A T I V E  C O N T R A C T S  S 

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

A S  1 0 . 1 5 . 2 3 0  -  2 5 5 I N D E X  C O D L  -  F G

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

P L A T S

PI»AT W A I V E R S

C O N D O M I N I U M  S U R V E Y S

B O U N D A R Y  S U R V E Y S

L I M I T E D  P A R T N E R S H I P

M I S C E L L A N E O U S  L I E N S

L I E N  N O T I C E  O N  C H A T T E L S  

H O S P I T A L  & N U R S E S  L I E N  

V E R I F I E D  W A G E  L I E N

T A X  L I E N S  fi R E L E A S E S  

S T A T E  T A X  L I E N  

F E D E R A L  T A X  L I E N  

E M P L O Y M E N T  S E C U R I T Y  C O N T R I B U T I O N

A S  1 0 . 1 5 . 2 6 0

A S  4 0 , 1 5 . 0 1 0  

A S  2 9 . 3 3 . 1 7 0  

A S  3 4 . 0 7 . 0 3 0

A S  3 2 . 1 0 . 0 1 0

A S  3 4 . 3 5 . 1 7 5  

A S  3 4 . 3 5 . 4 5 0  

A S  3 4 . 3 5 . 4 4 0

I N D E X  C O D E  -  F S

1 9 0

4 8 0

A S  4 3 . 2 0 . 2 4 0  

A S  4 3 . 1 0 . 0 9 0  -  1 5 0  

A S  2 3 . 2 0 . 2 0 0

A S  3 4 . 1 0 . 0 4 0R E A L  P R O P E R T Y  O W N E R S H I P S

( R e p e a l e d  7 / 1 9 / 7 0  - O n l y  o n e s  s t a m p e d  b y  

t h e  D ept, o f  N a t u r a l  R e s o u r c e s  Filed)

L O G  B R A N D S  f A S  4 5 . 5 0 . 2 5 0

( A m e n d e d  - N o w  f i l e d  w i t h  t h e  Dept, o f  N a t u r a l  R e s o u r c e s ,  

F o r e s t  L a n d  & W a t e r  M a n a g e m e n t  " F o r e s t r y " ) .

I N D E X  C O D E  

I N D E X  C O D E  

I N D E X  C O D E  

I N D E X  C O D E

P L

P L

P L

P L

I N D E X  C O D E  -  P R

I N D E X  C O D E  - F L

I N D E X  C O D E  -  T L

I N D E X  C O D E  -  P O

I N D E X  C O D E  -  L B

Ta k e n f r o^ t h e Ha n u a l  of Pe c o r d i n f  
Pr o c e d u r e  fo r t h e Al a s k a La n d P.e c o r d i n f  
O f f i c e d a t e d  Ju l y L

Rev, 0 2  / 8 1 (29C)



TOTAL NUMBER OF DOCUMENTS FILED AND/OR RECORDED 
COMPARATIVE STATISTICAL REPORT

BY RECORDING DISTRICTS %

FOR CALENDAR YEARS Increase

(Decrease)
Over

DISTRICT 1975 1976 1977 1978 1979 1980 1981 1982 1983
Previous
Year

Since
1975

ANCHORAGE* 56669 62218 72702 77619 68812 61602 82011 86793 111651 29 97
Aleutian Is. 213 213 283 323 321 725 1006 815 1127 38 429
Bristol Bay 473 533 472 499 855 576 701 720 704 (2) 49
Cordova 741 733 793 820 718 810 1765 1276 900 (30) 22
Iliamna 99 148 296 261 155 151 268 540 348 (36) 252
Kuskokwim 131 141 199 287 659 1268 1697 743 789 6 502
Kvichak 187 188 176 250 301 • 271 285 374 418 12 124

TOTAL 58513 64174 74921 80059 71821 65403 87733 91261 115937 27 98

BETHEL 669 737 993 1427 972 905 1362 2155 2030 (6) 203

CHITINA**

(Glennallen) 1228 1206 1612 1418 1303

\

1582 1198 1287 1449 13 18

FAIRBANKS* 23916 25765 29458 31618 26184 28625 34847 32903 40294 23 69
Barr ow 351 2425 7607 3360 661 1251 2510 1071 1436 34 309
Ft. Gibbon 46 38 654 174 329 217 981 66 181 174 294
Kotzebue 2073 1618 854 1988 1S90 2149 3501 817 1228 50 (41)
Manley Hot Sp. 75 89 111 315 656 942 592 333 323 (3) 331
Mt. McKinley 141 205 268 452 362 748 1987 1160 1889 63 1240
Nenana 1751 1414 1198 1252 935 831 1163 941 1041 11 (41)
Nulato 60 408 309 194 553 1011 619 1273 1843 45 2972
Rampart 25 41 58 67 112 58 174 84 69 (18) 176

TOTAL 28438 32004 40517 39420 31782 35832 46374 3*648 48304 25 70

HOMER 2916 3578 5201 5628 5306 4634 5313 7236 36 148
Seldovia 245 232 285 609 433 498 321 479 49 96

TOTAL 2916 3823 5433 5913 5915 5067 5826 5634 7715 37 165



DISTRICT

% Increase/!Decrease) 
Previous Since

19/5 1976 1977 1978 1979 1980 1981 1982 1983 Year 1975

KENAI 7042 7959 11009 12364 11067 9367 10803 12020 17291 44 146

KETCHIKAN

Petersburg
Wrangell

4491
1209
523

5963
814
607

5886
1148
720

5495
2439
1484

5286
951
531

4448
1308
336

5681
1320
439

5306
1155
577

6985
1534

725

32
33 
26

56
27
3<

TOTAL 6223 7384 7754 9418 6768 6092 7440 7038 9244 31 49

JUNEAU*

Haines
Skagway

4772
448
288

6083
485
334

7460
496
345

9336
595
249

7801
497
225

8483
506
168

10638
650
211

10634
678
222

15184
1020

161

43
50
(28)

218
128
(4 4 ;

TOTAL 5508 6902 8301 10180 8523 9157 11499 11534 16365 42 197

KODIAK** 2149 2481 2653 2580 2693 2415 3116 3124 4126 32 118

NOME 1681 2768 2021 6978 3479 3514 3071 2343 2986 5 78

PALMER
Talkeetna

12034
2009

14573
3448

17678
2412

19189
2269

18180
3105

14409
4105

19186
3746

23410
3348

33708
3744

44
12

180
86

TOTAL 14043 18021 20090 21458 21285 18514 22932 26758 37452 40 167

SEWARD** 1378 1359 1690 1864 i; I 1430 2695 2491 3221 29 134

SITKA 1501 1896 2377 2956 2283 2221 2916 2505 2985 19 99

YALDEZ** 1633 1207 1363 1488 2104 1808 1731 1725 1795 4 10

Combined

Statistics 132922 151921 180734 197523 171726 163307 208696 2 05)02 3 270900 30 104

NOTES
*Copy Center These offices not only serve as the place of recording for the districts named but also serve as

copy centers for a designate number of smaller offices which do not have adequate copy, 

micr~ ”*phic and reproduction capabilities.

**Court
Offices

These wccording Offices are located within the Court facilities and are staffed by part-time or 

^ull-time court employees.



W  .  '
Chart Showing Structure and Physical Location of Alaska State
Recorder's Offices (1983). For Names of Geoqraphic^l Areas
Services by Each Office Refer to Statistical Chart Actached
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January 13, 1984 S T A T E  R E C O R D E R ' S  O F F I C E

T I T L E  A D M I N I S T R A T I O N  S, R E C O R D S

STATE RECORDER'S OFFICE: D I V I S I O N  O F  T E C H N I C A L  S E R V I C E S

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

PROGRAM MANAGER: Rose E. Farren_____________________________________________

MAJOR PROGRAM: The Recording program is a continuous one and provides

constructive notice for real and personal property 

transactions to the public, which requirement is basic 
to the American system of land transfer and financial 
responsibility.

MAJOR

RESPONSIBILITIES: In compliance with statutory requirements, maintain

in a timely and accurate manner, making same easily 
useable, properly indexed and readily available to the 
public and industry, a reliable set of public records
of all transfers of real and personal property interests,
financial responsibility connected therewith and related
documents so as to constitute constructive notice to 
all.

ACCOMPLISHMENTS

FY 84: Based on past statistics, we projected an increase in
workload of 13% statewide. This appears to no longer 
be a viable percentage, as the workload statewide has 
increased 25% in the first half of FY84 as compared 
to the first half of FY83'.' FY83 budget was $1 ,563,200.00, 
FY84 budget was $1,592,800.00. $76,000.00 of FY84 budget
was appropriated for establishing a new Recording Office 
in Kotzebue. Target date for opening this office is 
April 1, 1984.
One employee was added to the Palmer, Talkeetna Recording 
District office. With the additional employee, this 
office has brought the indexing (retrieval) system for 
all recorded or filed real and personal property documents 
for these two districts, to an acceptable level of one
(1) to two (2) days. However, if the workload continues 
to increase at the rate of 25%, two (2) additional
employees will be required to keep the Palmer, Talkeetna 
office at this level in FY84. Sitka Recording District 
is now staffed by a Department of Natural Resources 
employee rather than a Court System employee.

EMPHASIS

PLANNED FOR FY85: Develop and maintain new computer program, to reduce

data entry time, processing, system m. -ntenance, manhours 
and paper cost. Present program is obsolete and expensive 
to maintain.
Move Fairbanks Recorder's Office from Court System
building to larger, more adequate space.
Re-establish normal business hours to the public in 
Anchorage and Kenai offices. Limit the present 60 day 
delay in creating indexes for title search function 
for the Anchorage office to 30 days (acceptable time 
frame is 1 to 2 days). In various other district offices, 
this process is presently from 10 to 45 days behind.
Limit the present 276 days in returning original recorded 
documents in the Anchorage office to 120 days (acceptable 
time frame is 14 to 21 days).



H'i'ATS'TltlJUUUiJk'iJ IM 'M
T I T L E  A D M I N I S T R A T I O N  & R E C O R D S  

D I V I S I O N  O F  T E C H N I C A L  S E R V I C E S  

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

There are at least 13 statutes that the recording function 

operates under on a regular basis. Regulations have 
needed to be developed and imp’emented for many years.A 

fireproof vault for the Statewide Recording Records 
has also been needed for many years. If these records 
were damaged or destroyed, many would be irreplaceable 
and would create insoluable legal problems with respect 
to re-establishing accurate chain of title for the 
Anchorage and Iliamna Recording Districts.
The uncontrollable increase in workload makes it difficult 
to adequately fulfill recording responsibilities and 
maintain an acceptable level of service to the public 
without a corresponding increase in resouces. There 
has to be a proportional growth in the number of staff 
positions and improvements in automation capabilities 
to maintain the public services required by statute.

STATISTICS: There are 34 Recording Districts Statewide that are
processed through 14 recording offices, four of which
are maintained by part time Court System employees.
In FY84, four new positions were allocated for nine
(9) Department of Natural Resources Recording Offices
and one was added to bring the Sitka Recording District 
under the administration- of DNR (Sitka was previously
staffed by a Court employee). The establishment of 
a Kotzebue recording District Office, presently processed 
through the Fairbanks Recording Office, will Dring the 
total number of Recording Offices statewide to 15, staffed 
by 43 DNR employees and 4 part time Court System

employees.
From FY75 through FY83 there were no increases in staffing 
levels to accommodate for the growth in the real and
personal property transaction volume. In CY75 there
were 132,922 real and personal property transactions
processed through 14 recording offices, in CY83 there
were 271,370 real and personal property transactions
an increase of 51%. Until November 1983, these were 
processed by 38 DNR Recording Office employees and 5
part time Court System employees.

FUTURE PROGRAM 

f  NEEDS:



STATE RECORDER'S OFFICE 1/

r
V

FUNCTION BENEFITS

1, Record and/or f•1e a multitude of 

documents and plats 2/ placing 

them of record so as to constitute 

constructive notice.

Provides constructive notice to the 

public which requirement is basic to the 

American system of land transfer and 

financial responsibility.

Index and cross index and 

photograph or copy all documents 

and plats and maintain them in a 

manner so as to allow public 

viewing and use and for archival 

purposes.

?.. Allows the public, lending institutions 

and title companies to readily check 

chain of title, encumbrances and 

financial responsibility with limited or 

incomplete information to begin with and 

be self serving.

C

3. Supply copies of accuments to 

public, other state agencies and 

lesser units of government.

Furnish certified copies to the 

court and/or parties to litigation.

3. Allows for greater geographic

..distribution and use of record data 

without forcing public to travel great 

distances and/or request information in 

writing. Allows municipalities, boroughs 

and other taxing entities to maintain 

current tax roles. Certified copies are 

acceptable as evidence in a court of law.

4. File and provide searches of 

documents under the Uniform 

Commercial CoUl- system involving 

real and personal property.

4. Provides the business and financial 

community with iu;ormaton that allows 

them to identify financial responsibility 

necessary in the conduct of day to day 

business.

]J Presently organized with section status within the Division of Technical 

Services, Department of Natural Resources. Network consists of thirty four 
(34) recording oistricts serviced through fourteen (14) different offices. For 
a brief history and organization of the Alaska Recorder's Office see attached 
information pampnlet.

2/ For list of documents see appropriate pages in pamphlet attached.

- 1 5 -



STATE OF ALASKA 
OFFICE OF THE GOVERNOR

BILL ANALYSIS
D epartm ent

Natural Resources

Sponsor (P rinc ipa l;

Legislative Council

B ill Num ber

SB-245 & HB-342

D epartm pnt Position

Recommend enactment if proposed changes in this bill analysis incorporated.

Dato

12722/84
C om m issioner'* S ignature □  ate

G O V E R N O R ’S O F F IC E  USE
Comm ents:

□  Position N oted
Bv □ate

S U M M A R Y
1. a) Related B ills  (S im ila r o r C o n flic tin g

None known

1. b) O ther Agcnclos A ffo c ta d  b y  B ill j

DOT/PF and local government |

2. a) O rganizationa l S upport fo r B ill

It is assumed title, mortgage and 
banking industry support bill.

2. b) O rganizationa l O p p os ition  to  B ill

None known

3. Program  E ffects  o f B ill

Will- gather together and clarify provisions on recording that are now scattered throughout, 

the Alaska Statutes and will lay a suitable framework for future use of technological 

advances in a centralized recording system. When fully implemented and automated wili allow 

for a more cost effective operation of the Recorder's Office.

4. F in a l Im pact: □  N o n . Q  F in a l N o ia  A ttachod

5. Am endm ents Proposed:

See detail of bill analysis attached.

C. Com m ents:

See detail of bill analysis attached.

01 *0091 Rev. 10/31)



SB 245 and HB 342 Bill Analysis

General Comments:

1. As stated in the memo from the Code Revision Commission, dated 
February 22, 1983 and Journal Supplement #10, dated April 8, 1983, the 
general purpose of the bill is to gather together and clarify provisions 
in recording that are scattered throughout the Alaska Statutes, and lays a 
suitable framework for future use of technological advances in a 
centralized recording system. It also establishes two classes of 
documents, Class A for constructive notice recording and Class B for other 
documents to be placed of record for st:'’"'keeping.

2. Sections 1-19 deal with plats and maps •^rence to "filing" and
"recording" them. The most common dist-5 ’tween the two words or
processes with reference to the recordt is that a "filed"
document becomes the property of the St<. ' s not returned to the 
original owner. A "recorded" document du. . oecome the property of the 
State and is returned to the owner. In both instances they are "placed of 
record" and microfilm copies are available. In the case of plats the 
original is kept as it is often needed to determine detail not 
ascertainable on the microfilm copy. Originally they were kept because a 
plat could not be hand copied into the record book as other types of 
written documents could be and were. The manner in which they are 

assigned a retrieval number is different. A recorded document is civen a 
book and page number, i.e., Book 90 Page 225. A filed document such as a 
plat is given the next sequential number in the series preceded by the 
last two digits of the year in which filed, i.e. 84-26.

It should be noted that probably because of an inconsistent use of the words 
"file" and "record" in statutory language other documents have been 

’ historically filed and not returned to the owner. Among them are some liens, 
some lien releases, limited partnership agreements, etc. Like plats, they are 
numbered within their own series and kept as property of the State. Though 
not originally done to facilitate retrieval, the system has benefited the 

retrieval process and is accepted by the industry.

After the consideration of the impacts of Sections 1-19 upon the State 
Recorder's Office it is the consensus of opinion that there are no objections 
to Section 1-19 so long as it is clear that filed plats become the property of 

the State and the legislative history reflects the basic difference between a 
filed and recorded document. As the new system is implemented all other 
documents now processed as "filed" and kept will be processed as "recorded" 
and returned to the owner as provided for in this bill.

Chapter 17 Section by Section Comments

Sec. 40.17.010. Acceptable, no comment.

Sec. 40.17.020(a). Acceptable, no comment.

February 22, 1984



Sec. 40.17.020(b). We have some concern because what we like to think of as 
two separate subjects are covered here and we believe a third should be 
added. The three subjects are 1) accepting a certified copy of a conveyance 
document recorded or filed in another state, 2) accepting a certified copy of 
a conveyance document filed or recorded with the United States Bureau of Land 
Management and 3) the proposed addition, accepting a certified copy of certain 
conveyance documents originating with and of record with the Department of 

Natural Resources.

1) Comment. This is a desirable feature even to using the broad term 

"conveyance" as defined in the bill.

2) Comment. This is a desirable feature but should be separated from above 

with more restrictive language than the word "conveyance". It should be 
limiteu to Patents, Quitclaim Daeds, Warranty Deeds, Certificates of 
Allotment, Clearlists, Tentative Approvals and Interim Conveyances. An 
affidavit should accompany the certified copy for recording with it 
srcting forth the facts as to why the original is not available for 
recording. The Recorder's Office now reluctantly accepts certified copies 
of these documents without an affidavit under the weak authority of an 
informal opinion in letter form issued by a former legal assistant for the 

Alaska Court System.

3) Comment. The Department of Natural Resource's system for maintaining 

copies and records of conveyances under its land disposal program is much 
the same as that of the Bureau of Land Management's. There is 
occasionally a bonafide reason why an individual no longer has in his/her 
possession the original conveyance document it having been lost or 
destroyed prior to recording. The Recorder's Office does not now accept 
certified copies of conveyance documents issued by the Department of 
Natural Resources. As with conveyances issued by the BLM this provision 
should use more restrictive language than the word conveyance and be 
limited to Patents, Warranty Deeds, Quitclaim Deeds and Deeds of Title.

It is suggested that sub-section (b) be amended as follows and sub-section 

(c) and (d) be added.

(b) A certified copy of a conveyance that is eligible for recording 
as a class A document under A.S. 40.17.030 and 40.17.110 and that has been 
recorded or filed in a public recorder's office in another state may be 
recorded only as a class A document, and only in the records of a 
recording district where land affected by the conveyance is located. When 
so recorded, it has the same effect from the time it is recorded as though 
it were the original land conveyance.

(c) A certified copy of a conveyance restricted to a Patent, 
Quitclaim Deed, Warranty Deed, Certificate of Allotment, Clearlist, 
Tentative Approval and Interim Conveyance accompanied by an affidavit 

stating that the original was not recorded and setting forth the fact as 

to why the original is not available for recording originally issued by 
the Bureau of Land Management that is eligible for recording as a class A 

document under AS 40.17.030 and 40.17.110 and that has been recorded, 
filed or true copies maintained in offices of the Bureau of Land 
Management may be recorded only as a class A document, and only in the 
records of a recording where land affected by the conveyance is located.



When so recorded, it has the same effect from the time it is recorded as 

though it were the original conveyance. (Note: Though concerned
generally with the proposal to accept any copies, the State Recorder 

agrees to this proposed amendment so long as it is restricted to named 
documents and accompanied by an affidavit as proposed.)

(d) A certified copy of a conveyance restricted to a Patent,
Warranty Deed, Deed of Title and Quitclaim Deed accompanied by an 

affidavit stating that the original was not recorded and setting forth the 
facts as to why the original is not available for recording originally 

issued by the Department of Natural Resources that is eligible for 
recording as a class A document under AS 40.17.030 and 40.17.110 and that 
has been recorded, filed or true copies maintained in offices of the 
Department of Natural Resources may be recorded only as a class A 
document, and only in the records of a recording district where land 
affected by the conveyance is located. When so recorded, it has the same 
effect from the time it is recorded as though it were the original 
conveyance. (Note: The State Recorder has the same concerns here as
noted under (c) above.)

Sec. 40.17.030(a)(b). As it now reads the document shall be accompanied by or 
include the mailing addresses of all persons named in the document who grant 
or acquire an interest.... The addresses of persons who grant are not 

necessary but the addresses of persons who acquire are necessary as lesser 
units of government use this information to post and keep tax roles and other 
records current.

We suggest the two words "grant or" on line 1 page 11 be deleted.

Sec. 40.17.030(c). For clarification purposes we suggest the word "only" on 
line 9 be deleted and the following added to the sentence after the last word 
l,iw, "or by regulation to comply with accepted legal practice."

All other sub-sections acceptable and no comment.

Sec. 40.17.040. Acceptable, no comment.

Sec. 40.17.050. Acceptable, no comment.

Sec. 40.17.060. Acceptable, no comment.

Sec. 40.17.070(d). We have concern with the words "...and a citation of the 
statute requiring rejection." on lines 3 and 4 page 13. These words place a 
higher degree of adjudicative responsibility upon the District Recorder's than 
they now have, however we feel that the process can be adequately covered in 
regulations.

All other sub-sections acceptable and no comment.

Sec. 40.17.080. Acceptable, no comment.

Sec. 40.17.090. Acceptable, no comment.

Sec. 40.17.100. Acceptable, no comment.



Sec. 40.17.110(10). We have two concerns with (10). There is no definition 
of "conformed copy" and one or perhaps two are required. See comments under 

Sec. 40.17.140.

We assume (10) relates to existing Sec. 34.15.340(b) and if it does, it is not 
definitive enough in that it does not name the documents as named in 
Sec. 34.15.340(6). They are, lease, contract or option to purchase real 
property. We object to the fact that (10) as now written includes all 
documents and feel it should be restricted as Sec. 34.15.340(6) is. Further, 
wherever used the word "conformed" should be replaced with the word "true".
The use of the word confromed in (10) is not consistant with the common 

definition of the word as it relates to the Recorder's Office. See proposed 
definition under 40.17.140.

All other sub-sections acceptable and no comment.

Sec. 40.17.120. Acceptable, no comment.

Sec. 40.17.130. Acceptable, no comment.

Sec. 40.17.1‘/0(7) to be compatible with the definition of "file", which we 
will propose be added, the following words should be added to the definition 
of "record." "After recording a recorded document is returned to the owner or 
other perscn so designated."

We suggest the addition of the following definitions to be appropriately 
arranged in numerical sequence.

(11) "conformed copy" means a true copy of a document upon which the recorder
places recording information, usually done at the time the original document
is presented for recording or filing. A copy made of a previously recorded
document would not need to be conformed as it already contains to the
recording information.

(12) "file" means the acceptance of a document for recording otherwise meeting 
statutory requirements when the document will become the property of the
State, such as a plat and is not returned

Sec. 40.19.010. Acceptable, no comment.

Sec. 40.19.020. Acceptable, no comment.

Sec. 40.19.030. Acceptable, no comment.

Sec. 40.19.040. Acceptable, no comment.

Sec. 40.19.050. Acceptable, no comment.

Sec. 34.15.015. Acceptable, no comment.

Sec. 34.10.041. Acceptable, no comment.

Sec. 43.10.042. Acceptable, no comment.



Sec. 44.37.025. Acceptable, however we agree with the Revisior of Statutes 
that it should be placed in Title 40.

Sec. 25 of proposed bill. Acceptable, no commment.

Sec. 26 of proposed bill. Acceptable, no comment.

Sec. 27 of proposed bill. For reasons explained in fiscal note the effective

date of the Act should be January 1, 1986.



MEMORANDUM State of Alaska
TO:

FROM:

d a te :  March 16, 1984

FILE NO:

TELEPHONE NO:

SUBJECT:

SB-245 & HB-342 - 
Recordation of Certified 

Copies of State Title 
Conveyances

HB-245 and HB-342 have been reviewed and we certainly agree that the 
Department must, through some mechanism provide the periodic recording 

of State Title Conveyances, when the original document has been lost or 

destroyed.

The mechanism should be extremely strict and only permitted when there 
are no other alternatives. Sucn an action should require the signature 

of a Director.

One might argue that an individual requesting such an action be 
required to proceed through Action to Quiet Title , but in many 

situations it is a subsequent "title" holder that initiates such a 
request. If we permit recordation of certified copies of title 
conveyances, but only under very strict guidelines, we may prevent 
legislation that could quite possibly jeopardize the entire recording 
system.

Bud May
Deputy Director

Division of Technical Services

Edward G. Barber, Jr. Ĉ *s 
Head, Contract Administration

02001A(Rov 10'79|
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

'Revision Date: 2/15/84

FISCAL DETAIL

Agency Affected: Dept, of Natural Resources
Program Category Affected: Management and

_____________________________  Administration___________ ______________
Sponsor: Legislative Council______  BRU, Program or Subprogram(s) Affectea:

Requestor- code Revision Committee Information/Records Management__________
Date of Request:. .4/8/83_____________ Recorders Office________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 86 FY 87 FY 88 FV 69

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<400 SUPPLIES 

500 EQUIPMENT 

600 U N O  i STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

-0- -0- 26.0 27.3 28.6 30.1
-0- -0- 5.0 3.0 3.0 3.0
-0- 150.0 25.0 -0- -0- -0-
-0- -0- 8.0 8.0 8.0 8.0
-0- -u- 5.0 -0- -C- -0-
-0- -0- -0- -0- -0- -0-

-0- -0- -0- -0- -0- -0-
-0- -0- -0- -0- -0- -0-

TOTAL OPERATING -0- 150.0 69.0 38.3 39.6 41.1

REQUEST SB 245
Bill/Resolution No.: HB 342

Tit1e:Recordinq Bill________

CAPITAL

£ REVENUE 1

FUNDING: (Thousands of Do1 ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

-0- 150.0 69.0 38.3 39.6 41.1

.  . ..

POSITIONS:
FULL-TIME -0- -0- 1 1 ....1 T
PART-TIME

TEMPORARY

SOURCl ■ : ~'INDS TO OFFSET FISCAL IMPACT OF BILL:

Based on 5000 class B documents (2?i of total documents now being recorded) 
being recorded during first year of operation at already established fees 
$50.0 additional income would be genurated which would certainly increase 

in future years as public becomeSaware of program.

ANALYSIS: Attach a separate page for analysis

Prepared By: Warner T. May tf'.firf' Phone: 786-2296_____

Division:___ Technical Services (7 Date: 2/15/84______

Approved by Commissione :________  Date:
Agency:__________________ '_______________________

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



SB 245 and HB 342, FISCAL ANALYSIS

Assumptions

1. As stated in the memo from the Code Revision Commission, dated 
February 22, 1983 and Journal Supplement #10, dated April 8, 1983, the 
general purpose of the bill is to gather and clarify provisions on 
recording that are scattered throughout the Alaska Statutes, and lays a 
suitable framework for future use of technological advances in a 
centralized recording system. It also establishes two classes of 
documents, Class A for constructive notice recording and Class B for other 

documents for safekeeping.

2. Based on a feasibility report, the current recording system, which is 
computerized in a batch mode system, does not allow f *■ anticipated growth 
in the workload. The current computerized recording stem is in 
desperate need of having its program rewritten to corr t current problems.

3. A new computer program, whether written for the current recording system 
or the new recording system, would be approximately the same cost and 
..ould provide cost savings to the State by reducing data entry, 
processing, systems maintenance, manhour and paper costs.

4. A new system must have a centrally located data base with on-line access 
from the three copy centers in Anchorage, Fairbanks, and Juneau.

5. In the forseeable future, the outlying offices will net have this
capability due to their remote locations and will continue with the 
current manual procedures to send the manually written data to one of the
three copy centers for entry into the system.

6. The three copy centers will have in-house printers for hard-copy printout, 
which is required daily. This will eliminate the manual system presently 
used which, based on manhours, is quite time consuming and costly. These 
hard-copy printouts are needed and used by title companies, lending 
institutions, numerous agencies and the public for up-to-date filing and 

recording information.

7. All assumptions are based on the passage of the bill in FY 84 with an
effective date one-and-a-half years after passage of the bill on 
January 1st. If the bill was passed in FY 84, the effective date of the 

bill will be January 1, 1986. This would allow funding for implementation 
to be spread over three fiscal years. Additionally, it would allow timely 
and quality implementation of the new recording system. Mandated and 
proper design of separate computer programs for Class A and Class B 

documents, writing of comprehensive regulations and procedural manuals 
followed by training of all personnel and users is time consuming.



8. A revised schedule of fees for the department now being considered will 
generate additional income of 5600.0 per year for the Recorder's Office. 
This does not include fees for Class B documents as none are now 
recorded. Assuming that 5000 Class B documents, which is only 2% of the 
total documents now recorded, will be recorded in the first year of 
operation an additional 550.0 in fees would be generated. As the public 
becomes familiar with the program, the number of documents recorded will 

most certainly increase resulting in additional fee income. Over the 
years the increase in existing fees and fees for Class B documents will 
offset initial costs of the system.

9. All information presently available in the existing system also must be
made available in the new system and data conversion costs as distinct
from design costs must be separately considered.

Relationship to FY 85 Budget Presentations and Further Assumptions

1. The Recorder's Office workload has increased approximately 13% per year 
and is seriously backlogged in most offices. The Governor's FY 85 budget 
submission requests an increase in operating funds of 5494.0 with seven 
reclassed and three new positions statewide. Not included in this figure
i•> a 550.0 one-time cost for writing of comprehensive regulations. On the 
capital side, with a department priority ranking of 8 out of 21, 5350.0 
has been requested for study, design, update and expansion of existing or 

a new computer system whichever is. cost effective. Data conversion 
dolla-s are not included. In addition, another capital project with a 
department ranking of 15 out of 21 provides for skeleton network terminals.

2. Analysis of SB 245 and HB 342 in relationship to FY 85 budget submissions,
which appear to be reasonable for approval, indicate there are several 
areas where the bills will additionally impact the department.

A. One Time Costs:

a) Computer program for 5 50.0
Class B documents

b) Data conversion, regulation 127.0
and procedural manual writing, 
training, reproduction,
advertising and associated 
travel costs

c) Equipment costs 5.0

Total 5 132.0
(5150.0 FY 85 - 532.0 FY 86)

B. Continuing Costs Starting FY 86:
a) One permanent full-time position 5 26.0 

to handle Class B document
recording

b) Miscellaneous additional 8.0

supplies
c) Travel costs 3.0

Total 5 37.0
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PROJECT NUMBER: PROJECT TITLE: LOCATION: PROJECT MANAGER: PHONE:

5 Recorder s Office Statewide Rose Farren 205-4333

FY B3 FY 04
FIi  85 Bl'P'TT YEAR

ACTUAL AUTHORIZED
SERVICE LEVEL 1 SERVICE LEVEL 2 SERVICE ..EVEL 3 SERVICE LEVEL A COVERNOR

01 PERSONAL SERVICES I .151.5 1 .358.0 1.358.6 1.383.5 1 ,437.7 i ,857.7 i/,q-s.o
02 TRAVEL 3.3 9.1 9.1 9.1 9 . 1 1 2 . 2 T a . a .
03 CONTRACTUAL 371 .3 145.0 145 «) 1 5 7 . 5 ! Tin 3 3 M 5 . 0
Oil SUPPLIES 37.1 47.5 47.5 47.5 48.0 60.0 6 0 .0  tj
05 EQUIPMENT 0 2 0 . 0 2 0 . 0 2 0 . 0 13.1 72.0
06 LANDS/BUILDINGS

07 GRANTS, CLAIMS

1 OB MISCELLANEOUS

? TOTAL 1.563.2 1.580.2 1.580.2 1.605.1 1.660.4 2312.2 Q c i w . a
1002 FEDERAL RECEIPTS

1004 GENERAL FUNDS 1.563.2 1.580.2 1.580.2 1.605.1 1.C5P.4 2312.2 aolq.2_
OTHER FUNDS

15 FULL-TIME 37 42 42 42 45 59 5 3  *:
16 PART-TIME/SEASONAL 1 1 I 1
17 NONPF.RMANENT :

PROJECT NEED, DESCRIPTION, AND J''°LANATION OF MAJOR DIFFERENCES BETWEEN SERVICE LEVELS:

Recorders Office:
The Recording Section ha? the statutory responsibility of receiving & recording or filing for the public all 
documents pertaining to rt^1 and/or personal property transactions. Copies of these documents & indexes 
thereto must be maintained permanently. These records provide constructive notice to the public which 
requirement is basic to the American system of land transfer & financial responsibility. They allow the 
public, lending institutions & title companies to readily check chain of title, encumbrances & financial 
responsibility with initially limited or incomplete information. These records provide the business & 
financial community with information that allows them to identify financial responsibility necessary to 
conduct day to day business.

*
AGENCY

Department of Natural Resources

P-2 PROJECT
Project Number f> DETAIL

1
Management & Administration

PROGRAM
Information/Records Mgmt.

BRU Poflo /  of Q
Tillo

Reco rder 's O f f i c e Information/Records Mgmt.
COMPONENT

Rovisod Dale

FY85
r o ) i f } 8



S L  1 W i l l  a l l o w  f or 6 7 %  o f  th e  f u n c t i o n s  r e q u i r e d  b y  s t a t u t e  to  b e  c o m p l e t e d  a n d  d i s c o n t i n u e  s e r v i c e s  p r o v i d e d  b u t

n ot r e q u i r e d  b y  s t a t u t e  to the p u b l i c .  L i m i t  b u s i n e s s  h o u r s  to  t he p u b l i c  to f ive h o u r s .  L i m i t  the r e t u r n  of  

d o c u m e n t s  to 1 36 d a y s ,  l i m i t  the i n d e x i n g  p r o c e s s  f or t i t l e  s e a r c h  f u n c t i o n  u s e d  to e s t a b l i s h  m a r k e t a b l e  r e c o r d  

t i t l e  to o n e  m o n t h .

SI. 2 Wil l  a l l o w  f o r  6 7 %  o f  the f u n c t i o n s  r e q u i r e d  b y  s t a t u t e  to b e  c o m p l e t e d  a n d  d i s c o n t i n u e  s e r v i c e s  p r o v i d e d  b u t

n o t  r e q u i r e d  b y  s t a t u t e  to  the p u b l i c .  L i m i t  b u s i n e s s  h o u r s  to  th e  p u b l i c  t o  f ive h o u r s .  L i m i t  the r e t u r n  o f  

d o c u m e n t s  to 1 3 6  d a ys, l i m i t  the i n d e x i n g  p r o c e s s  f or t i t l e  s e a r c h  f u n c t i o n  u s e d  t o  e s t a b l i s h  m a r k e t a b l e  r e c o r d  

t i t l e  to o n e  m o n t h .

SI. 3 W i l l  a l l o w  f or 72% o f  the f u n c t i o n s  r e q u i r e d  b y  s t a t u t e  to b e  c o m p l e t e d  a nd c o n t i n u e  to n o t  p r o v i d e  s e r v i c e s  to

t he p u b l i c  t h a t  a re n e e d e d  b it n o t  r e q u i r e d  b y  s t a t u t e .  L i m i t  b u s i n e s s  h o u r s  to t h e  p u b l i c  to f i v e  hour s .

L i m i t  r e t u r n  o f  d o c u m e n t s  to the p u b l i c  :o f o u r  m o n t h s ,  l i m i t  t h e  i n d e x i n g  p r o c e s s  for t i t l e  s e a r c h  f u n c t i o n  

u s e d  to e s t a b l i s h  m a r k e t a b l e  t i t l e  to o n e  m o n t h .

SI, 4 W i l l  a l l o w  f or t he r e c o r d i n g  f u n c t i o n  to r e t u r n  to  an  a c c e p t a b l e  l e v e l  o f  p r o f i c i e n c y  a n d  p r o v i d e  the c i t i z e n s

o f  A l a s k a  w i t h  the q u a l i t y  of s e r v i c e  t h e y  p a y  f o r  b u t  p r e s e n t l y  d o  n e t  r e c e i v e .  T h i s  a l l o w s  for a d d i t i o n a l

o f f i c e  spac e ,  a n d  the c r e a t i o n  o f  D N R  r e c o r d i n g  o f f i c e s  o u t  o f  t h e  f our c o u r t  o f f i c e s .  (All s e r v i c e s  r e q u i r e d  

by statut.. anrt t h o s e  not r e q u i r e d  b y  s t a t u t e  a re s t a t e d  in t h e  s t a t e w i d e  D i s t r i c t  R e c o r d e r ' s  o f f i c e  f u n c t i o n s  

s t a t e m e n t ) . A d v e r s e  p u b l i c  r e a c t i o n  to  t h e  d i s c o n t i n u a n c e  o f  s e r v i c e s  p r o v i d e d  tha t  a re not r e q u i r e d  by  

s t a t u t e  is d o c u m e n t e d .  W i l l  e s t a b l i s h  1 R e c o r d e r s  O f f i c e  in V a l d e z  w i t h  2 n e w  p o s i t i o n s  & 2 m i c r o f i l m

e q u i p m e n t  o p e r a t o r s  p o s i t i o n s ,  1 f or F a i r b a n k s  c o p y  C e n t e r ,  1 for J u n e a u  C o p y  C e n t e r .  E s t a b l i s h  D N R  R e c o r d e r ' s  

O f f i c e  in K o d i a k  w i t h  1 n e w  f u l l - t i m e  p o s i t i o n  & h time n e w  p o s i t i o n .  E s t a b l i s h  2 n e w  r e c o r d i n g  p o s i t i o n s  for 

K e n a i  o f f i c e  to h a n d l e  S e w a r d  R e c o r d i n g  D i s t r i c t  f u n c t i o n  a n d  the i n c r e a s e d  w o r k l o a d  in K e n a i .  E s t a b l i s h  s e v e n  

n e w  r e c o r d i n g  c l e r k  p o s i t i o n s  in t he A n c h o r a g e  o f f i c e  to r e - e s t a b l i s h  n o r m a l  b u s i n e s s  h o u r s  a n d  r e t u r n  the 

r e c o r d i n g  p r o c e s s  to an a c c e p t a b l e  s t a n d a r d  o f  p e r f o r m a n c e .  T h e  S t a t e w i d e  r e c o r d i n g  f u n c t i o n  g e n e r a t e s  r e v e n u e  

c o m p a r a b l e  to SI. 4 & c o u l d  be s e l f  s u p p o r t i n g  if p l a c e d  o n  p r o g r a m  r e c eipts. W i l l  a l l o w  t h e  K e n a i  n F a i r b a n k s  

R e c o r d e r s  O f f i c e  to m o v e  f r o m  A l a s k a  C o u r t  S y s t e m  B u i l d i n g s  & p r o v i d e  a d d i ' i o n a l  r e q u i r e d  o f f i c e  s p a c e  o f  800 

s q u a r e  fee t  for K e n a i  & 3 , 0 0 0  to 3 , 5 0 0  for F a i r b a n k s  O f f i c e .

ADDITIONAL
EXPLANATION
FORM
Recorder's Of! ice*3

AGENCY Department of Natural Resources

CATEGORY Hananeinent.. Admini strati on  

PROGRAM Inf q I'm  tin n/ Rmiril sJfjmk_____
TITLE j o i fQaua.Lloii/RenoriiS-Mgiut I

Pngo 2 o* 8 
Revised Dnto
 12/30/03

| FY85
r o n s o
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K M M B B D f l i B C M  I B O M B B B M S M B B M B B y B M B B H B B M M

STATEWIDE DISTRICT RECORDERS OFFICE FUNCTION:

a a n a M g r r a B M m M n

Services Required by Statute: (At current budget level of $1,500,000 80‘/» of required statute work will be
completed by eliminating all non-statute as identified below):

1. Record and/or file a multitude of documents, placing them of record so as to constitute constructive 
notice.

2. Index and cross index and photograph or copy all documents and maintain them in manner so as to allow 
public viewing and use and for archival purposes.

3. Supply copies of documents tc public, other state agencies and lessor units of government. Furnish 
certified copies to the court and/or parties to litigation. (See attached draft memo dated 7/26/83).

4. File and provide searches of documents under the Uniform Commercial Code System involving real and 
personal property.

5. Prepare monthly reports and furnish copies of Non-Resident Alien Conveyances, Mining documents, Armed 
Forces report of separation and Change of Ownership documents.

6 . Original recorded/filed documents are reviewed, compared to the computer indexes and returned to 
requestor.
(Quality Control Function).
Benefit: This ensures that all information is accurate and complete before original documents are

returned to the requesting party(s).

SERVICES PROVIDED BUT NOT REQUIRED BY STATUTE:

1. Provide copies of all recorded documents, indexes and cross indexes to ten (10) court offices located
throughout the state. (See attached Aniak letter dated 6/29/83. - No fee charged - 5% of total 
workload).

P-2
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AGENCY Department of Natural Resources 

P R O G R A M  Management & Administration 
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Benefit: This allows for greater geographic distribution and use of record data without forcing public to 
travel great distances and/or request information in writing. It allows municipalities, 
boroughs and other taxing entities to maintain current tax roles.

2. Compile copies of the hand written reception and location indexes for private companies who publish 
financial reports. (Fee charged - 3% of total workload.

Benefit: This information is used by lending institutions, attorneys, builders and numerous other 
businesses nationwide.

3. Prepare location indexes which describes the real property associated with a particular document. No fee 
charged - ]2% of total workload.
Benefit: These indexes provide the information necessary to obtain name(s) of the owner(s) of record, if 

only the real property description is known to the interested party(s) searching the records.
f

4. Assist and instruct the public in gathering information from the public records. No fee charged - 5% of 
total workload.
Benef it: The general public is less knowledgeable in searching these records than those in the title

industry. They must be instructed in the method of retrieving the information required by them.

Listed below are priority projects required to provide a more concise and uniform recording system statewide.

1. Establish ten new positions to handle the forecasted 140,000 documents, at full funding which will 
include their essential equipment (chair, desk, etc.) and an additional 2 , 0 0 0  square feet of office 
space. The office space to be contiguous to the existing 5,000 square feet. $480K Yearly.

2. Develop and Implement regulations for the present recording function and to enact new legislation.
Statutes are not specific in nature and are confusing to both the constituents and the recording 
section. $50K One-Time Cost.

3. Plade the recording function on program receipts and allocate additional funds from the general fund to 
accommodate the free services provided by this section to other state agencies. $150K Yearly.

L nnrnnajnsntmrrixran*
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4. Create DNR Recorder offices out of the four Court offices, combine offices to decrease the number of one 
person offices to provide better services to the public. J240K Yearly.

5. Establish three (3) regional Assistant State Recorders positions, reducing cost for administrative 

travel, better management of remote offices and provide a concise and uniform system. $100K Yearly.

P-2
ADDITIONAL
EXPLANATION
FORM

R e c o rd e r 's  O f f i c e
A ll

A G E N C Y  Department of Natural Resources

P R O G R A M  Management & Administration____

BRU Information/Records Mgmt._____

C O M P O N E N T  Information/Records Mgmt.______

Pago ^5  ol S  
Revised Onlo

F Y 8 5

n o r :  0 2



r  .

'

/

a -

MEMORANDUM
t o : Esther Wunnicke, Commissioner 

Department of Natural Resources

FROW:: Jim Leonard, M a n a g e ^ ^ ^ c ^ ^

State of Alaska
o a t e :  October 28, 1983

FILE NO:

TELEPHONE NO: 274-3528

cc
o

o

Anchorage Office of Management and Budget
s u b j e c t :  Management Review of State 

Recorder's Office

Attached are the Executive Summary and Final Report on our review concern­
ing the operation of the State of Alaska Recorder's Office. The review 
was conducted by Jim Leonard and Phil Weber. Questions should be directed 
to either myself or Phil at 27473528.

Attachments

cc: Bob Arnold, Department of Natural Resources
Jim Barnett, Department of Natural Resources 
Jim Anderson, Department of Natural Resources 
Frank Wheeler, Office of Management and Budget 
Lennie Boston, Office of the Governor 

^Sana Efird, Office of Management and Budget 
Glen Price, Legislative Audit

OFFICE OF

budge t  re v iew



EXECUTIVE SUMMARY

A Management Analysis of the Operation 

of the State of Alaska O
O

Recorder's Office

Purpose and Scope

From August 29, through September 9, 1983, the Office of Management and Budget 
conducted a review of the State of Alaska Recorder’s Office. The purpose of 
the review was to:

1. Improve the operational effectiveness of the Recorder's Office.

2. Identify what steps are needed to reduce an excessive workload back7

Background

The recording function is a primary activity of government. The Recorder's 
Office provides a secure place to accurately record real property documents 
to insure the security and certainty of title.

The Recorder's Office charges recording fees which are returned to the 
General Fund. In recent years, these receipts have been more than opera7
tional costs. However, the Recorder's Office does not have access to these
excess receipts as a means to improving operations.

Between 1979 and 1983, the Recorder's Office document processing volume has 
grown by 24 percent; however, there has not been any proportional growth in 
the number of staff positions or improvements in automation capabilities. 
The current automated system cannot be supported.

Findings

1. Workload bottlenecks 7

We found two steps in the processing of recorded documents wnich create 
substantial workload backlog. Both are labor intensive steps:

Indexing 77 this process involves transferring information and preparing 
it ror computer data entry. In various district offices, this process 
was from 20 to 60 days behind.

Validation 77 This process includes comparing computer reports to source 
documents to insure accuracy. This process was up to five months behind 
at one office. Because original source documents must be kept for

log.



validation, the public often must forfeit documents for up to five months 
or have duplicate copies made. " .

2 . ' ‘sponsiveness 7

The Recorder's Office workload is controlled externally by the public 
demand for recording; however, the ability to manage the workload is 
controlled internally as a function of.the State's operating budget and 
the authorized staffing levels.

The Office has little, if any, flexibility to respond quickly to the 
volume of .ransactions received from the public. Unless action is soon 
taken to jdd staff for the backlog described above, the backlog will 
continue to grow.

3. Storage 7

The Recorder's Office archives storage area is not fire proof. If the 
Anchorage public records were destroyed, there is a high probability that 
the archives would also be destroyed. This would create insoluable legal 
problems with respect to ^establishing accurate chain of title for the 
Anchorage Recording District.

Conclusions

1. Within the current budget and staffing level constraints, all practical 
steps have been taken to increase the efficiency of indexing and valida­
tion.

2. If the State Recorder's Office could use more of the funds generated by 
recording public documents, the Office could more easily staff for 
increased levels of activity. The inability to provide an adequate level 
of service costs the public about $9 million per year. Under this 
concept, increased recording fees may be necessary if it is desired that 
the Recorder's Office'contribute a fixed amount of surplus funds to the 
General Fund.

3. The lack of a fire proof storage area for archival documents presents an 
unnecessary risk which could have a devastating effect upon the contin­
uity ana’ security of future land title recording activities.

Recommendations

1. Increase the number of full time permanent employees to handle the pro­
jected increase in transaction volumes. The estimated cost is $226,000 
per year.

2. Hire part time, temporary employees to reduce the current indexing and 
validation backlog. The one time estimated cost is $4,200 to $13,500.



( I 3. Automate the indexing portion of the document processing workload by 
V  using optical scanning equipment or a computer system capable of online

data entry or both. The estimated one time cost is 5350,000 plus annual 
maintenance.

4. Use program receipts to fund the suggested automation and staff in­
creases. This would enable the Recorder's Office to better meet the 
service level demands imposed by the public.

5. Identify two fire proof locations for archive storage. One would serve 
as the primary storage for Archives. The second location would serve as 
a backup in the event the first archival site was destroyed.

96ICOO
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MANAGEMENT ANALYSIS OF THE OPERATION OF THE

STATE OF ALASKA RECORDER'S OFFICE

O
•n-H

o
Cl

At the request of the Department of Natural Resources, Division of Technical 
Services, the Office of Management and Budget conducted a management review 
of the State Recorder's Office from August 29 through September 9", 1983.

The purpose of the review was to determine what actions are needed to improve 
overall operations of the office and to’reduce the workload backlog, dating 
up to five months. The methodology used to conduct the review involved:

a. reviewing Alaska Statutes regarding Recorder's Office duties;

b. reviewing history and functions;

c. observing operations in the offices at Anchorage, Kenai and Palmer;

d. interviewing title companies and Recorder's Office employees.

BACKGROUND

The Recorder's Office has been affiliated with many State, entities. First
with the Alaska Court System until transfer to the Department of Administra­
tion in January 1 V 7 . It next came under the control of the Department of 
Commerce and Economic Development in July, 1979. In July, 1980 it was 
finally transferred to the Department of Natural Resources.

The transfers have likely contributed to inadequate support, funding or man; 
agement attention. These factors could be the causes of the operational 
problems which currently exist.

In the four year period from 1979 to 1983, there was a 24 percent increase in 
the number of documents processed by the Recorder's Office. Although the 
budget for the office increased, there were no increases in staffing levels 
to account for the growth in transaction volume. The past inadequate 
staffing has contributed to the backlog, the untimely processing of source 
documents wnich belong to the public, and to additional costs for those who 
a»*e financing land purchases and sales.

There are three areas which require immediate attention.

WORKLOAD BACKLOG

We identified two steps in the document processing cycle which create back­
logs. Both of these steps are very labor intensive.

The indexing prrjess occurs prior to coinput?/ - jta entry, microfilming and 

report preparation. This involves transfer", ing information from source docu­
ments to dat^ entry forms. This mam1?1 transfer of "index information" re-

Indexina



quires about two minutes per document; however, because of the volume of C 7 
documents received which require indexing, it may take two staff days to -H 
index one day's volume of documents. This eonditicn occurred during our r“' 
review on September 1, when 550 documents were received. CO

O

Because of processing activities which occur before indexing, the past 
inadequate staff levels, and the high volume of documents received, a three 
week processing delay now exists. For example, on September 1, 1983 the 
Anchorage office was indexing documents received August 10. At the Kenai 
office, the documents being indexed that day included those received during 
July.

This delay impacts the availability of current reference materials for the 
pubiic. For example, title companies refer to unvalidated reports to 
determine if there are liens on property. As a result, the accuracy of their 
assessments is in doubt.

Validation

Validation is necessary to ii. ure that reports available to the public are 
accurate. The process involves the comparison of the source document to the 
computer report. Because the public needs current information, unvalidated 
reports are placed in the library for public use. On September 1 , 1983 the 
most current report in the Anchorage office was ri.-.ted August 9. In Kenai, the 
last validated report was December 16, 1982.

Original source documents cannot be returned until validation is accomplished. 
During our review, original documents dating back to April 12, 1983 were not 
yet mailed.

RESPONSIVENESS

The Recorder's Office has no control over the workload it must handle. The 
workload is controlled externally by public demand for the recording of 
documents. In contrast, the ability to handle the workload is controlled 
internally by operating budget and staffing constraints.

Because of the conflict between internal constraints and external demands, 
the Recorder's Office cannot quickly react to increased public requirements.
As a result, backlogs occur causing degraded service to the public.

The time needed to conduct title searches has increased from 1 to 10 days. 
This delay creat ,s a financial burden to the general public through increased 
interest charges on every transfer of real estate involving security interest. 
Based on the nL.nDer of mortgages being processed in Anchorage, the increased 
time needed to conduct title searches costs the public about S9 million per 
year. (See Attachment 1)

ARCHIVE STORAGE IS NOT FIRE PROOF

The Anrhorage Recorder's Office maintains the State archives which are kept 
in a room that is not fire proof. The archives provide the only source of 
information in the event the public records are lost or destroyed. If the



district records in Fairbanks were destroyed, the archives in Anchorage would -H 
be used to replace them. However, if the archives and public records in 
Anchorage were destroyed, there would be no means to replace the Anchorage O  
records and they would be lost forever. ” c*.

The archive storage room is also used to store- original documents until the 
computer reports are validated and the originals returned to the public. A 
fire in the archives room could also destroy these very valuable documents.

CONCLUSIONS

7 7AII possible management efforts have been taken to increase the efficiency 
of processing documents. These efforts include:

7 The dual qualification of personnel to snsure that personnel are fully 
utilized;

7 reducing the amount of handling of the documents;

7 borrowing personnel from, other Department of Natural Resource activi7 
ties and other state agencies on a short7term basis.

7 7The Recorder's Office cannot quickly respond to increased public demands 
for service. The ability to provide an increased level of service to the 
public is constrained by the operating budget and staff levels. Failure to 
provide increased service to the public creates a backlog of documents 
waiting to be processed. This causes public records to be out:of7datt which 
increases the time required for title searches. Costs to the public, in 
Anchorage alone, are about $9 million per year.

-7The lack of a fire proof archive storage area is an unwarranted risk. The 
loss of archival documents would create untenable legal problems concerning 
certainty and continuity of title.

*
RECOMMENDATIONS 

Increased Permanent Statf

The Department of Natural Resources shou1d increase the staffing levels in 
the State Recorder's Office. This increase should include the addition of 
permanent full time employees to handle projected increases in the workload. 
Tne following are our estimates of permanent position requirements.

7 Anchorage 7 5.0

7 Kenai 7 1.5

7 Palmer 7 1.5

It is estimated tha: personnp’, equipment and space rental costs would be 
about $226,000 per year.



The total number of new full time positions which are required might be
reduced through the consolidation of remote Recorder's Offices which DNR
considers not cost efficient. A workload analysis of these offices might 
lead to the transfer of positions to those recording districts where new
positions are needed.

Temporary Staff

Temporary part time employees should be hired to work on eliminating the cur­
rent backlog. These employeei could be obtained from temporary employment 
agencies, students or handicapped personnel. It is estimated this would cost 
from $4,200 to $13,500.

Automation

The Department of Natural Resources should automate the document recording
process as much as possible. Considerations, at a minimum, should include:

7 The use of an optical scanner for indexing and validation activities;

7 The use of an 0 0 7 ! ine date entry system; or

7 A combination cf optical scanner and on7 line capabilities.

The advantages of automation are:

7 An optical scanner would reduce the time required to enter indexing 
information by 6O7 7O percent.

7 0 n7line data entry would be much faster than manually transcribing 
indexing information.

7 0 n7 line entry could automatically compute fees, record book and page 
data and enter serial number, date and time information.

7 Both an optical scanner and on7 line system could be tied directly to a 
computer for data entry purposes. The capabilities of these systems 
would eliminate much of the manual data entry requirements and improve 
accuracy.

Development of an automated system should be accomplished using a structured
methodology. Department of Natural Resources studies estimates that automa­
tion would cost $350,000.

Administration and Use of Program Receipts

Consider establishing a board of directors to manage the State Recorder's 
Office. The board could represent a cross section of the state ind private 
function; to which services are provided. This board could approve or 
disapprove all actions relating to the operation of the Recorder's Office. 
Administrative control should remain under the Department of Nature1 Re­
sources.



The State Recorder's Office should be provided with the capability to use 
program receipts for staffing and automation requirements. This would allow 
the office to more quickly react to public demand for increased service levels 
without the constraints of the normal budget and staff acquisition processes. 
In FY 1983, the Recorder's office program receipts were SI.2 million more 
than the operating budget. This surplus could fund the costs for all 
previous recommendations. If it is desired lo have a fixed amount of surplus 
receipts deposited to the general fund, then consideration should be given to 
increasing recording fees.

Archive Storage

The Department of Natural Resources should take immediate action to obtain a 
fire proof area for the storage of archive documents. In addition, a second 
fire proof archive repository should be obtained to store second copies of 
archival documents. This second repository should be located so that any
catastrophic event which might destroy one facility would not destroy the 
second.

(
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ATTACHMENT 1

The estimate of the financial impact to the general public is based upon 
the delay in processing recorded documents. A real estate purchase is not 
considered officially closed until it has been recorded. At the closing 
meeting, all documents are signed and then forwarded for recording. Any 

delay in recording will mean the seller will not receive the purchase nrice 
money until the transaction has been officially closed. During the d..lay, 
the seller has lost the interest which could be earned if the purchase price 
money had been received and invested on the day of the closing meeting.

Mortgages in the Anchorage area are estimated to number at . jast 30,000 per 
year. The mortgages average about 5100,000 each. At a 12 percent interest 
rate the daily interest lost is about 51,000,000. A nit^day delay would 
mean about 59,000,000 lost.

30,000 mortgages x 5100,000 per mortgage = 53,000,000,000.

53.000.000.000 x 12%/360 days = 51,000,000 per day.

51.000.000 per day x 9 day recording delay = 59,000,000.





LAW O F F I C E S

St r a c h a n , K e l l y  8 Pa t t e r s o n
J O H N  R .  S T R A C H A N  
P A U L  D .  K E L L Y  
J O H N  B .  P A T T E R S O N

M a r c h  30, 1984

Q B O  H S T R E E T  
S U I T E  201 

A N C H O R A G E ,  A L A S K A  9 9 5 0 1  
(9 0 7 ) 2 7 9 - 2 3 2 2  
( 9 0 7 )  3 3 8 - 6 7 7 7

H o n o r a b l e  J o h n  J. C o w d e r y
H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e
P o u c h  V
J u n e a u ,  A l a s k a  9981 1

Re: R e p o r t  of  the T a s k  F o r c e  o f  the B u s i n e s s  L a w
S e c t i o n  o f  the A l a s k a  Bar A s s o c i a t i o n  r e g a r d i n g  
HB  343 and SB 246, C o r p o r a t e  C o d e  R e v i s i o n .

De a r  R e p r e s e n t a t i v e  C o w d e r y :

E n c l o s e d  p l e a s e  find the r e p o r t  of the T a s k  G r o u p  of the B u s i n e s s  
L a w  S e c t i o n  o f  the A l a s k a  Bar A s s o c i a t i o n .  T h e  r e p o r t  is the 
r e s u l t  of  s i g n i f i c a n t  e f f o r t s  b y  m e m b e r s  o f  the task g r o u p  w h o  
t o o k  t i m e  out of  t h e i r  b u s y  p r a c t i c e s  to s e r v e  w i t h o u t  c o m p e n s a­
tion in p r o v i d i n g  t h e i r  e x p e r t i s e  on a s u b j e c t  o f  g r e a t  i m p o r t­
anc e  to the A l a s k a  b u s i n e s s  c o m m u n i t y .  E a c h  m e m b e r  on the task 
g r o u p  has s i g n i f i c a n t  e x p e r i e n c e  as a b u s i n e s s  l a w  practi o n e r .

A d m i t t e d l y ,  the a c c o m p a n y i n g  ir^oort is a b r i e f  r e v i e w  o f  a 
l e n g t h y  p i e c e  of l e g i s l a t i o n .  The d r a f t e r s  h a v e  a t t e m p t e d  to 
h i g h l i g h t  c e r t a i n  a r e a s  of c o n c e r n  and hope that this r e p o r t  w i l l  
a id the l e g i s l a t u r e .  L i s t e d  b e l o w  a r e  the m e m b e r s  w h o  p a r t i c i­
pated  in the task g r o u p  and t h eir a d d r e s s e s  and phone n u m b e r s .  
P l e a s e  f e e l  f r e e  to c o n t a c t  t h e  g r o u p  if w e  c a n  b e  o f  a n y  f u r t h e r  
a s s i s t a n c e .

V e r y  t r u l y  yours,

B u s i n e s s  L a w  S e c t i o n
o f  the A l a s k a  Bar A s s o c i a t i o n

PDK/pj
e n c l o s u r e



M a r c h  30, 1984
R e p r e s e n t a t i v e  John J
Page Three

R a y  G a r d n e r  and 
J o h n  N o r m a n

S t a n  R e i t m a n

R i c h a r d  R o s s t o n

. C o w d e r y

H a r t i g  R h o d e s  N o r m a n  
M a h o n e y  & E d w a r d s  
717 K S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
( 907) 2 7 4 - 3 5 7 6

D e l a n e y  W i l e s  H a y e s  R e i t m a n  
& B r u b a k e r  
1007 W. T h i r d  A v e n u e  
A n c h o r a g e ,  A l a s k a  99501 
(907) 279 - 3 5 8 1

Ely, G u e s s  & Rudd 
510 L S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 6-5121



M a r c h  30, 1984
R e p r e s e n t a t i v e  John J. Cowdery
Page Two

D a v i d  B e n d e l l

R i c h a r d  B l o c k

J u l i u s  B r e c h t

B r i a n  B r u n d i n

M a r k  C o p e l a n d

Ken E g g e r s

B r u c e  F r e n z e l

M e m b e r s  of the T a s k  F o r c e

B e n d e l l ,  B e n d e l l ,  S i m o n  
& P l a t t
4 7 9 6  B u s i n e s s  P a r k  Blvd. 
S u i t e  4
A n c h o r a g e ,  A l a s k a  9 9503 
(907) 5 6 2 - 3 3 4 3

A l a s k a  N a t i o n a l  I n s u r a n c e  
7001 J e w e l  L a k e  Road 
A n c h o r a g e ,  A l a s k a  9 9502 
(907) 2 4 8 - 2 6 4 2

Hol l a n d ,  T r e f r y  & B r e c h t  
3003 M i n n e s o t a  D r i v e  
A n c h o r a g e ,  A l a s k a  99503 
(907) 272-4471

Hu g hes, T h o r s n e s s  G a n t z  
P o w e l l  & B r u n d i n  
509 W. T h i r d  A v e n u e  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 4 - 7 5 2 2

C o p e l a n d ,  L a n d y e  B e n n e t t  
& W o l f e  
420 L S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 6 - 5 1 5 2

Groh, E g g e r s  & P r i c e  
550 W. 7th A v e n u e  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 2 - 6 4 7 4

A R C O  L a w  D e p a r t m e n t  
711 W. 8th A v e n u e  
A n c h o r a g e ,  Alaskr, 99501 
(907) 2 6 5 - 6 1 0 2



ALASKA BAR ASSOCIATION
P.O. BOX 279, ANCHORAGE, ALASKA 99510, (907) 272-7469

BUSINESS LAW 
SECTION

M a r c h  30, 19 8 4

H o n o r a b l e  J o h n  J. C o w d e r y
H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e
P o u c h  V
J u n e a u ,  A l a s k a  99811

Re: R e p o r t  of the T a s k  F o r c e  o f  the B u s i n e s s  L a w
S e c t i o n  of the A l a s k a  B a r  A s s o c i a t i o n  r e g a r d i n g  
HB 343 and SB 246, C o r p o r a t e  C o d e  R e v i s i o n .

D e a r  Sir:

E n c l o s e d  is a r e v i e w  b y  t h e  T a s k  F o r c e  o f  t h e  B u s i n e s s  Lav; 
S e c t i o n  o f  the A l a s k a  Bar A s s o c i a t i o n  o f  S e n a t e  Bill 246 and 
H o u s e  Bill 343, the C o r p o r a t e  C o d e  Revision.

Th e  R e v i e w  r e p r e s e n t s  a t i m e - l i m i t e d  s t u d y  o f  the b i l l s  and w a s  
p e r f o r m e d  for the l i m i t e d  p u r p o s e  of b r i n g i n g  to y o u r  a t t e n t i o n  
s o m e  o f  the p o s s i b l e  legal and e c o n o m i c  c o n s e q u e n c e s  to the 
b u s i n e s s  c o m m u n i t y  and the A l a s k a  p u b l i c  that c o u l d  a r i s e  if the 
bi l l  w e r e  a d o p t e d  in its p r e s e n t  form. W e  u r g e  you, then to 
c o n s i d e r  this o n l y  as s u c h  and not an e x h a u s t i v e  s e c t i o n  by 
s e c t i o n  a n a l y s i s  of p r o p o s e d  a m e n d m e n t s  or a s c h o l a r l y  attem, 
o p p o s i t i o n  or r e b u t t a l  to the w o r k  p r o d u c t  of the C o d e  R e v i s i  
C o m m i s s i o n .

In o u r  d e l i b e r a t i o n s ,  w e  net, b o t h  in s u b c o m m i t t e e s  and 
as a w h o l e  T a s k  F o r c e  w i t h  J o h n  A b b o t t ,  C h a i r m a n  o:': t h e  C o d e  
R e v i s i o n  C o m m i s s i o n .  At s o m e  of t h o s e  m e e t i n g s ,  J e r r y  Kurtz, 
a n o t h e r  m e m b e r  of the C o m m i s s i o n ,  w a s  a l s o  present. At these 
m e e t i n g s  t h e r e  w a s  c a n d i d  e x c h a n g e s  of  v i e w s  on the bills. In 
a d d i t i o n ,  w e  w e r e  a d v i s e d  that P r o f e s s o r  Dan F e s s l e r  was a v a i l­
a b l e  to m e e t  w i t h  us, a l t h o u g h  a t  a d a t e  t o o  late* to a s s i s t  us 
w i t h  this r e p o r t  g i v e n  the t i m e  c o n s t r a i n t s  put on o u r  w o r k  by 
y o u r  C o m m i t t e e s .

I n d i v i d u a l  s e c t i o n s  of the b i l l s  are c o m m e n t e d  u p o n  in 
the a t t a c h e d  r e v i e w ,  but c o n s i d e r i n g  the bills as a whole, w e  
w o u l d  m a k e  the f o l l o w i n g  o b s e r v a t i o n s :



M a r c h  30 , 1984
H o n o r a b l e  J o h n  J .  C o w d e r y
P a g e  Two

1. A n y  m a j o r  r e v i s i o n  of  a c o m p r e h e n s i v e  b o d y  of  law, 
s u c h  as the C o r p o r a t e  C o d e  s h o u l d  i n c l u d e  as o n e  of  its 
o b j e c t i v e s ,  m a k i n g  the p r a c t i c e  of l a w  and b u s i n e s s  o p e r a t i o n s  
u n d e r  the Co d e  e a s i e r  and m o r e  explicit.

W e  b e l i e v e  t h e  p r o p o s e d  b i l l  g o e s  a l o n g  w a y  to m a k e  the 
l a w  m o r e  e x p l i c i t  than o u r  c u r r e n t  C o d e  in m a n y  a s pects, but not 
n e c e s s a r i l y  e a s i e r  u n d e r  w h i c h  to p r a c t i c e  or c o n d u c t  business. 
F o r  a n  A l a s k a n  p r a c t i o n e r ,  f a r  m o r e  w o r k  n e e d s  to b e  d o n e  in 
c a r e f u l l y  d r a f t i n g  A r t i c l e s ,  B y - l a w s  and o t h e r  d o c u m e n t s  than is 
c u r r e n t l y  the case. W h i l e  it m a y  be the i n t e n t  to e n c o u r a g e  the 
p r e v e n t i v e  p r a c t i c e  o f  l a w  and r e d u c e  r e m e d i a l  l i t i g a t i o n ,  in the 
v a s t  m a j o r i t y  o f  c a s e s ,  w e  t h i n k  it w i l l  m e r e l y  r a i s e  t h e  c o s t  o f  
g o i n g  into b u s i n e s s  in the c o r p o r a t e  form.

For the o u t - o f - s t a t e  p r a c t i o n e r ,  the p r o b l e m  is c o m­
pounded, b e c a u s e  as m o r e  s t a t e s  a d o p t  the r e v i s e d  M o d e l  Act, 
Alaska's u n i q u e  d e p a r t u r e s  w i l l  r e q u i r e  s p e c i a l  t i m e  and s t u d y  to 
a s s u r e  c o m p l i a n c e .

2. T h e  Bills c o n t a i n  v e r y  m a t e r i a l  d e p a r t u r e s  f r o m  
c u r r e n t  l a w  in s u b s t a n t i v e  rig h t s  and l i a b i l i t i e s  a m o n g  c o r p o r a t e  
m a n a g e m e n t ,  s h a r e h o l d e r s ,  c r e ditors, s e c o n d a r y  a c q u i r e r s  of 
s h a r e s  and third p a r t i e s  d o i n g  b u s i n e s s  w i t h  A l a s k a n  and even 
f o r e i g n  c o r p o r a t i o n s  in Alaska.

W e  h a v e  two c o n c e r n s  a b o u t  these d e p a r t u r e s .  First, 
s o m e  s u b s t a n t i v e  changes, su c h  as the p r o p o s e d  l i m i t a t i o n s  on 
d i s t r i b u t i o n s  and the p r o p o s e d  d i r e c t  l i a b i l i t y  of  O f f i c e r s  and 
D i r e c t o r s  to c r e d i t o r s  are s i g n i f i c a n t  b a r r i e r s  to s t i m u l a t i o n  o f  
c o m m e r c i a l  a c t i v i t y  in t h e  s t a t e  a n d  o u g h t  n o t  to b e  a d o p t e d  as 
this state's p u b l i c  policy. Second, w e  b e l i e v e  that p a s s i n g  a 
l a w  this s e s s i o n  w i t h  a J u l y  1, 1984, e f f e c t i v e  d a t e  that c o n­
tains s u c h  s i g n i f i c a n t  c h a n g e s  w i l l  p r o v e  to be an u n w a r r a n t e d  
s h o c k  on the p r a c t i c i n g  bar, the a f f e c t e d  b u s i n e s s  c o m m u n i t y  and 
the public.

3. M a n y  p r o v i s i o n s  o f  the c u r r e n t  A l a s k a  C o r p o r a t i o n s  
C o d e  m e r i t  a t t e n t i o n  and a n y  t h o r o u g h  r e v i s i o n  o f  the Co d e  s h o u l d  
a n a l y z e  these s p e c i a l  p r o v i s i o n s  to test t h e i r  c u r r e n t  value.
M a n y  o f  t h ese p r o v i s i o n s ,  su c h  as r e g i s t r a t i o n  of c o n t r o l l i n g  
o u t - o f - s t a t e  s h a r e h o l d e r s  and d i s c l o s u r e  of a l i e n  o w n e r s h i p ,  are 
ripe for e l i m i n a t i o n .



W e  f o u n d  n u m e r o u s  o c c a s i o n s  in the b i l l s  and the 
a c c o m p a n y i n g  c o m m e n t s  w h e r e  these p r o v i s i o n s  w e r e  r e s t a t e d  in 
the r e v i s i o n  w i t h o u t  e x p l a n a t i o n s  to t h e i r  c o n t i n u i n g  value,.

4. In M a r c h ,  1983, a f i n a l  e x p o s u r e  d r a f t  of  the r e­
v i s e d  M o d e l  B u s i n e s s  C o r p o r a t i o n  A c t  d r a f t e d  a f t e r  m u c h  c a r e f u l  
study, u n d e r  the a u s p i c e s  of  the A m e r i c a n  Bar A s s o c i a t i o n  w a s  
released. T h e  r e v i s e d  M o d e l  A c t  is the p r o d u c t  of  top l egal and 
b u s i n e s s  p r o f e s s i o n a l s  f r o m  a c r o s s  the nation.

W e  r e c o g n i z e  that P r o f e s s o r  F e s s l e r  has d r a w n  liberally, 
in his p r o p o s a l s  to the C o d e  R e v i s i o n  C o m m i s s i o n  v e r s i o n ,  fr o m  
the M o d e l  B u s i n e s s  C o r p o r a t i o n  A c t  b e f o r e  its 1983 revision. 
S u b m i t t e d  h e r e w i t h  for y o u r  r e f e r e n c e  is a c o p y  of  the M a r c h  1983 
M o d e l  A c t  draft. T h e  f i nal v e r s i o n  is d u e  to be p u b l i s h e d  in the 
s u m m e r  o f  1984, w i t h  m i n o r  changes.

S o m e  m e m b e r s  of the T a s k  F o r c e  h a v e  r e v i e w e d  the r e v i s e d  
M o d e l  A c t  and the a c c o m p a n y i n g  c o m m e n t a r y  had the b e n e f i t  o f  
n a t i o n w i d e  c o n s i d e r a t i o n  by p r a c t i o n e r s  and a c a d e m i c i a n s  and, to 
the e x t e n t  a d o p t e d  in o t h e r  states, w i l l  e n h a n c e  i n t e r s t a t e  
c o r p o r a t e  c o m m e r c e .  In o u r  o p i n i o n  if a c o m p r e h e n s i v e  r e v i s i o n  
is d e e m e d  n e c e s s a r y ,  the r e v i s e d  M o d e l  A c t  is the a p p r o p r i a t e  
v e h i c l e  for A l a s k a  to utilize.

F u r t h e r m o r e ,  w e  u r g e  c o n s i d e r a t i o n  of the M o d e l  A c t  b e c a u s e  its 
a d o p t i o n  in m a n y  s t a t e s  w i l l  p r o v i d e  a b o d y  o f  d e c i s i o n a l  l a w  
u p o n  w h i c h  A l a s k a n s  m a y  d r a w  for g u i d a n c e  in i n t e r p r e t i n g  the 
Act, s o m e t h i n g  a v e r y  u n i q u e  Act w o u l d  not h a v e  ava i l a b l e .  In 
addit i o n ,  an e x t e n s i v e  l e gal c o m m e n t a r y  a c c o m p a n i e s  the M o d e l  
Act a i d i n g  the r e a d e r  in a c l e a r  u n d e r s t a n d i n g  of  the provis i o n s .  
F i n a l l y ,  as is t h e  c a s e  w i t h  the o l d  M o d e l  A c t ,  t h e  d r a f t i n e n  of 
the r e v i s e d  M o d e l  Act w i l l  p r o v i d e  m o d e l  b y l a w s  and o f f i c i a l  
c o r p o r a t e  f o r m s  to a s s i s t  the public. T h i s  s h o u l d  s i g n i f i c a n t l y  
r e d u c e  legal costs.

We hope that this r a t h e r  h u r r i e d  r e v i e w  is u s e f u l  to 
your c o m m i t t e e s  in yo u r  o w n  d e l i b e r a t i o n s  on the bills.

It is o u r  v i e w  that t h e r e  are n u m e r o u s  q u e s t i o n s  a b o u t  
s p e c i f i c  p r o v i s i o n s  in the that the C o m m i t t e e s  s h o u l d  r e q u i r e  
m o r e  study.

March 30, 1984
Honorable Joh n J. Cowdery
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S i n c e  the HB 343 c a r r i e s  su c h  i m p o r t a n t  c o n s e q u e n c e s  
a n d  t h e r e  h a s  b e e n  n o  s h o w i n g  o f  u r g e n c y  to c h a n g e  t h e  l a w ,  
n o t h i n g  is lost by d e f e r r i n g  a c t i o n  on a n e w  c o m p r e h e n s i v e  code 
for A l a s k a  u n t i l  n e x t  session. By so doing, the l e g i s l a t u r e  
c o u l d  a c c o m p l i s h  the f o l l o w i n g :

a. g i v e  the L e g i s l a t u r e ,  C o d e  R e v i s i o n  C o m m i s s i o n ,  
and the p u b l i c  a m e a n i n g f u l  o p p o r t u n i t y  to f u l l y  
c o n s i d e r  the r e v i s e d  M o d e l  Act;

b. g i v e  all s e c t o r s  of the b u s i n e s s  c o m m u n i t y  
an o p p o r t u n i t y  to c o n s i d e r  and p r r j o s e  s p e c i f i c  
a m e n d m e n t s ;

c. e x p l a i n  to the n o n - l a w y e r  b u s i n e s s  c o m m u n i t y  
the L e g i s l a t u r e ' s  i n t e r e s t  in r e v i s i n g  the Co d e  
and s e e k  an e x p r e s s i o n  o f  s u p p o r t  or c o n c e r n  fr o m  
a f f e c t e d  e c o n o m i c  sectors.

T h e  T a s k  F o r c e  is w i l l i n g  to c o n t i n u e  w o r k i n g  w i t h  y o u r  
C o m m i t t e e s  and w i t h  the C o d e  R e v i s i o n  C o m m i s s i o n  t o w a r d s  a bill 
that is the b e s t  p o s s i b l e  s t a t u t e  for A l a s k a n s .

Y o u r s  c o r d i a l l y ,

T a s k  G r o u p  Cnairrr.an

KB/p;
e n c l o s u r e s



Fe b r u a r y  8, 1984

To: J o h n

From: K e n

RE: H B  3 4 3 — R E L A T I N G  T O  T H E  R E V I S I O N  O F  T H E  C O R P O R A T I O N S  

C O D E

C O M M E N T S :

T h i s  b i l l  of c o u r s e  h a s  b e e n  in the w o r k s  for s e v e r a l  y e ars 

a n d  w a s  f i r s t  i n t r o d u c e d  in to the l e g i s l a t i v e  p r o c e s s  by 

the c o d e  r e v i s i o n  c o m m i s s i o n  in 1982. T h e  b i l l  w o u l d  

r e v i s e  the s t a t e s  s t a t u t e s  r e g u l a t i n g  c o r p o r a t i o n s ;  r e p l a c­

ing s t a t u t e s  d r a f t e d  in the 1950's.

T o d a y  in the c o m m i t t e e  m e e t i n g  the plan, as w e  t a l k e d  a b o u t  

it, is to go o v e r  the a m e n d m e n t s  m a d e  by the c o d e  r e v i s i o n  

c o m m i s s i o n  a n d  the Dept, of C o m m e r c e .  T h e s e  a m e n d m e n t s  are 

r a t h e r  m i n o r  in the o v e r a l l  s c o p e  of the bill.

D i c k  R e g a n  of the c o m m i s s i o n  w i l l  be h e r e  to a n s w e r  

q u e s t i o n s ,  S e n a t o r  R o d e y  w i l l  a l s o  a n s w e r  q u e s t i o n s  arid



d i s c u s s  the S e n a t e ' s  a c t i o n  o n  the b i ll. Prof. F e s l e r  has 

c l a s s  u n t i l  9am. W e  h o p e  to h o o k  u p  w i t h  h i m  at a b o u t  9:15 

v i a  the t e l e p h o n e .

Q U E S T I O N S :

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

1. C a n  r e v i e w  this s e c t i o n  a n d  s h e d  s o m e  l i g h t  to the 

c o m m i t t e e  on  the l i a b i l i t y  of  d i r e c t o r s  ?

2. H o w  do e s  the s e c t i o n  c o v e r i n g  the l i a b i l i t y  o f  d i r e c­

tors d i f f e r  f r o m  c u r r e n t  s t a t u t e s  w h i c h  c o v e r s  this l i a b i l­

ity q u e s t i o n  ?
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H o n .  J o h n  J. C o w d e r y  
A l a s k a  H o u s e  of  R e p r e s e n t a t i v e s  
P o u c h  "V" - M a i l  S t o p  3100 
J u n e a u ,  A K  9 9 8 1 1

Re: H o u s e  B i l l  343
_______An  A c t  R e v i s i n g  the A l a s k a  C o r p o r a t i o n s  C o d e

D e a r  R e p r e s e n t a t i v e  C o w d e r y :

W e  a r e  w r i t i n g  to p r o v i d e  y o u  w i t h  a s u m m a r y  o f  o u r  c o m m e n t s  
r e g a r d i n g  H.B. 343, w h i c h  is an A c t  r e v i s i n g  the A l a s k a  
C o r p o r a t i o n s  C ode. W e  a r e  i m p r e s s e d  w i t h  t h e  t h o r o u g h n e s s  a n d  
t h o u g h t f u l n e s s  of t h e  p r o p o s e d  r e v i s i o n s .  A l t h o u g h  l e n g t h y  a n d  
c o m p l e x ,  t h e s e  r e v i s i o n s  w i l l  a d d  a g r e a t  d e a l  o f  c e r t a i n t y  to 
t h e  l a w  o f  c o r p o r a t i o n s  in t h e  S t a t e  of A l a s k a .  T h e  p r e s e n t  s t a­
t u t e  is n o t  as d e t a i l e d  as t h e  p r o p o s e d  r e v i s i o n s .  A l a s k a  c o u r t s  
h a v e  n o t  r e s o l v e d  m a n y  o f  the l e g a l  i s s u e s  w h i c h  c o n f r o n t  c o r­
p o r a t i o n s  .

T h e  o f f i c i a l  c o m m e n t s  a c c o m p a n y i n g  th i s  p r o p o s e d  r e v i s i o n  a n d  
s t a t e m e n t s  m a d e  a t  p u b l i c  h e a r i n g s  p r o p e r l y  s u m m a r i z e  the m a j o r  
f e a t u r e s  o f  t h e s e  r e v i s i o n s .  F o r  t h e  m o s t  part, w e  a r e  in 
a g r e e m e n t  w i t h  t h o s e  c o m m e n t s .  H o w e v e r ,  as n o t e d  h e r e i n ,  the 
p r o v i s i o n s  r e l a t i n g  to l i a b i l i t i e s  o f  o f f i c e r s ,  d i r e c t o r s ,  a n d  
s h a r e h o l d e r s ;  the p r o v i s i o n s  r e l a t i n g  to d e r i v a t i v e  s u i t s ;  a n d  
t h e  p r o v i s i o n s  r e l a t i n g  to d i s s o l u t i o n  d e s e r v e  s p e c i a l  a t t e n t i o n .  
In a d d i t i o n  to o u r  c o m m e n t s  o n  t h e s e  p o r t i o n s  of the p r o p o s e d  
r e v i s i o n ,  w e  a l s o  s u g g e s t  s o m e  t e c h n i c a l  c h a n g e s  w h i c h  o c c u r r e d  
to  us d u r i n g  o u r  r e v i e w  o f  the p r o p o s e d  bill.

I. L i a b i l i t y  of D i r e c t o r s ,  O f f i c e r s ,  a n d  S h a r e h o l d e r s  to 
C r e d i t o r s  o f  a C o r p o r a t i o n s ____________________________________

In g e n e r a l  terms, u n d e r  e x i s t i n g  law in the S t a t e  o f  A l a s k a ,  
o f f i c e r s ,  d i r e c t o r s ,  a n d  •'hareholders a r e  n o t  l i a b l e  to c r e d i­
t o r  o f  a c o r p o r a t i o n . T h e  c r e d i t o r ' s  c l a i m s  a g a i n s t  a c o r­
p o r a t i o n  a r e  l i m i t e d  to c l a i m s  a g a i n s t  the a s s e t s  o f  the
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c o r p o r a t i o n .  O f f i c e r s  a n d  d i r e c t o r s  a r e  l i a b l e  to c o r p o r a t i o n s  
for t h e i r  w r o n g f u l  a c t s  w h i c h  h a r m  t h e  c o r p o r a t i o n .  S h a r e h o l d e r s  
a r e  l i a b l e  to the c o r p o r a t i o n  to p a y  for t h e i r  s h a r e s ,  a n d  a r e  
l i a b l e  to d i r e c t o r s  to c o n t r i b u t e  to a d i r e c t o r ' s  l i a b i l i t y  to 
t h e  c o r p o r a t i o n  in t h e  e v e n t  a d i v i d e n d  is p a i d  i m p r o p e r l y  to 
s h a r e h o l d e r s .

H. B. 343 c o n t i n u e s  the l i a b i l i t y  o f  o f f i c e r s  a n d  d i r e c t o r s  to 
t h e  c o r p o r a t i o n  for t h e i r  w r o n g f u l  a c ts. S e c t i o n  488 o f  t h e  B i l l  
e x p a n d s  d i r e c t o r s '  a n d  o f f i c e r s '  l i a b i l i t y  to i n c l u d e  l i a b i l i t y  
to c r e d i t o r s  f o r  m a t e r i a l s ,  l a b o r  a n d  s e r v i c e s ,  u p  to an a m o u n t  
o f  T w e n t y - F i v e  T h o u s a n d  D o l l a r s  ( $ 2 5 , 0 0 0 . 0 0 )  p e r  c r e d i t o r .
S e c t i o n  675 of the B i l l  m a k e s  d i r e c t o r s  l i a b l e  to t h e  c o r p o r a t i o n  
a n d  its c r e d i t o r s  for i m p r o p e r  d i s t r i b u t i o n  o f  a s s e t s  d u r i n g  
d i s s o l u t i o n  a n d  w i n d i n g  up.

S e c t i o n  378 of t h e  B i l l  c r e a t e s  s h a r e h o l d e r  l i a b i l i t y  to c r e d i­
t o r s  in t h e  n a m e  of the c o r p o r a t i o n  for t h e i r  k n o w i n g  r e c e i p t  o f  
i m p r o p e r  d i v i d e n d  p a y m e n t s .  D i r e c t o r s  a r e  a l s o  l i a b l e  to the 
c o r p o r a t i o n  for the s a m e  t r a n s a c t i o n .  S e e , § 4 8 0 ( a ) .

T h e  e x p a n s i o n s  of l i a b i l i t y  c o n t a i n e d  in §675 a n d  378 a r e  good. 
L i a b i l i t y  of t h e  d i r e c t o r s  a n d  s h a r e h o l d e r s  in t h e s e  p r o v i s i o n s  
is d i r e c t l y  r e l a t e d  to the w r o n g f u l  or i m p r o p e r  a c ts. S e c t i o n  
4 8 0 ( a ) ( 1 )  o f  t h e  B i l l  s h o u l d  be a m e n d e d  at p a g e  64, l i n e  15, to 
read:

A d i r e c t o r  w h o  v o t e s  for o r  a s s e n t s  to a d i s t r i b u t i o n  to 
the c o r p o r a t i o n ' s  s h a r e h o l d e r s  c o n t r a r y  to t h e  p r o v i­
s i o n s  o f  A. S .  1 0 . 0 6 . 3 5 8 ,  1 0 . 0 6 . 3 6 0 ,  1 0 . 0 6 . 3 6 3 ,  a n d  
1 0 . 0 6 . 3 6 5 ,  or  c o n t r a r y  to a r e s t r i c t i o n  in t h e  a r t i c l e s  
o f  t h e  c o r p o r a t i o n ,  is l i a b l e  to the c o r p o r a t i o n  a n d  to 
c r e d i t o r s  in t h e  n a m e  of  t h e  c o r p o r a t i o n , j o i n t l y  a n d  
s e v e r a l l y  w i t h  a l l  o t h e r  d i r e c t o r s  v o t i n g  for or 
a s s e n t i n g  to the d i s t r i b u t i o n . . . .
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T h i s  a d d i t i o n  w i l l  e x p a n d  the l i a b i l i t y  o f  the d i r e c t o r s  in t h e s e  
to s p e c i f i c a l l y  i n c l u d e  l i a b i l i t y  to c r e d i t o r s .  U n d e r  the b i l l  
as w r i t t e n  t h i s  l i a b i l i t y  e x i s t s  p u r s u a n t  to S e c t i o n  488.
H o w e v e r ,  the c h a n g e  to S e c t i o n  480 is a p p r o p r i a t e  so t h a t  the 
l i a b i l i t y  c o n t i n u e s  e v e n  if S e c t i o n  48ft is d e l e t e d  by the 
l e g i s l a t u r e  o r  i n v a l i d a t e d  by an A l a s k a  court.

S e c t i o n  4 8 8  o f  H. B. 343 c r e a t e s  s e c o n d a r y  l i a b i l i t y  of  d i r e c t o r s  
a n d  o f f i c e r s  to  c r e d i t o r s  of the c o r p o r a t i o n  u p  to an a m o u n t  of 
$ 2 5 , 0 0 0  p e r  c r e d i t o r  in the e v e n t  a s s e t s  o f  t h e  c o r p o r a t i o n  p r o v e  
i n s u f f i c i e n t .  T h e  l i a b i l i t y  e x i s t s  o n l y  for m a t e r i a l s ,  s u p p l i e s ,  
i n v e n t o r y  or s e r v i c e s  f u r n i s h e d  in A l a s k a  d u r i n g  the p e r i o d  o f  an 
o f f i c e r ' s  o r  d i r e c t o r ' s  s e r v i c e .  T h i s  p r o v i s i o n  o f  t h e  Bi l l  is 
ne w  a n d  is e x p e r i m e n t a l .  It is n o t  b a s e d  o n  t h e  c o n c e p t  of 
w r o n g d o i n g  by a n  o f f i c e r  or  a d i r e c t o r .  T h e  p r o v i s i o n  has the 
p o t e n t i a l  of c r e a t i n g  c o n f l i c t s  o f  i n t e r e s t  w i t h i n  a c o r p o r a t i o n  
a n d  s p a w n i n g  c o m p l i c a t e d  l i t i g a t i o n .  W e  b e l i e v e  t h a t  the s e c­
ti o n  s h o u l d  b e  d e l e t e d  o r  t h a t  a l t e r n a t i v e s  s h o u l d  be c o n s i d e r e d  
by t h e  l e g i s l a t u r e .

If y o u  c o n s i d e r  a l t e r n a t i v e s ,  t h e s e  a l t e r n a t i v e s  s h o u l d  be b a s e d  
o n  t h e  s i m p l e  p r i n c i p l e  t h a t  l i a b i l i t y  s h o u l d  n o t  be c r e a t e d  
u n l e s s  an  o f f i c e r  o r  d i r e c t o r  d o e s  s o m e t h i n g  w r o n g .  F o r  e x a m p l e ,  
an o f f i c e r  o r  d i r e c t o r  s h o u l d  be l i a b l e  for e n t e r i n g  in t o  or 
a u t h o r i z i n g  c o n t r a c t s  for t h e  p r o v i s i o n  o f  s e r v i c e s  or m a t e r i a l s  
w h e n  the o f f i c e r  or  d i r e c t o r  k n e w  o r  s h o u l d  h a v e  k n o w n  t h a t  the 
c o r p o r a t i o n  w o u l d  be  u n a b l e  to p a y  for t h o s e  s e r v i c e s  or 
m a t e r i a l s .  A s  p r e s e n t l y  w r i t t e n ,  S e c t i o n  488 c r e a t e s  l i a b i l i t y  
e v e n  if a c o r p o r a t i o n  is s o l v e n t  w h i l e  r e c e i v i n g  m a t e r i a l  a n d  
s e r v i c e s .  A n  e x a m p l e  i l l u s t r a t e s  the i n e q u i t y  w h i c h  m a y  r e s u l t .  
A s s u m e  t h a t  a v i c e  p r e s i d e n t  a u t h o r i z e s  a c o n t r a c t o r  to p r o v i d e  
m a t e r i a l s  to a c o r p o r a t i o n .  A t  t h e  t i m e  the c o r p o r a t i o n  is 
s o l v e n t  a n d  i n t e n d s  to p a y  for the m a t e r i a l s .  W h e n  the m a t e r i a l s  
a r e  d e l i v e r e d ,  the c o r p o r a t i o n  is n o t  s a t i s f i e d ,  b e l i e v i n g  t h a t  
th e  c o n t r a c t o r  has b r e a c h e d  h i s  o b l i g a t i o n .  A  l a w s u i t  r e s u l t s ,  
t a k i n g  3 y e a r s  co r e s o l v e ,  in f a v o r  of  the c o n t r a c t o r .  D u r i n g  
t h e  i n t e r i m  time, the v i c e  p r e s i d e n t  l e a v e s  the c o r p o r a t i o n  a n d  
the c o r p o r a t i o n ,  as a r e s u l t  of  o t h e r  p r o b l e m s ,  is u n a b l e  to p a y  
t h e  c o n t r a c t o r ' s  j u d g m e n t  a g a i n s t  it. T h e  v i c e  p r e s i d e n t ,
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w i t h o u t  d o i n g  a n y t h i n g  i m p r o p e r ,  w o u l d  be p e r s o n a l l y  l i a b l e  to 
t h e  c o n t r a c t o r .

T h e  f o l l o w i n g  is a l i s t  o f  s p e c i f i c  p r o b l e m s  w h i c h  y o u  s h o u l d  
c o n s i d e r  in e v a l u a t i n g  t h e  p r o p r i e t y  of S e c t i o n  488.

M a n y  s m a l l  c o r p o r a t i o n s  in A l a s k a  h a v e  t i t u l a r  o f f i c e r s  a n d  
d i r e c t o r s  in o r d e r  to m e e t  t h e  s t a t u t o r y  r e q u i r e m e n t s  of t h r e e  
d i r e c t o r s  a n d  t h a t  t h e r e  be a s e p a r a t e  p r e s i d e n t  a n d  s e c r e t a r y  
f o r  t h e  c o r p o r a t i o n .  T h e s e  i n d i v i d u a l s  u s u a l l y  d o  n o t - t a k e  a 
d i r e c t  i n v o l v e m e n t  in t h e  a c t i v i t i e s  o f  t h e  c o r p o r a t i o n .
A r g u a b l y ,  t h e s e  i n d i v i d u a l s  s h o u l d  n o t  h a v e  l i a b i l i t y  to c r e d i­
to r s  for a c t s  t h a t  t h e y  d i d  n o t  p a r t i c i p a t e  in.

S e c o n d a r y  l i a b i l i t y  u n d e r  S e c t i o n  488 a r i s e s  "to the e x t e n t  t h a t  
t h e  a s s e t s  o f  the c o r p o r a t e  e n t i t y  p r o v e  i n s u f f i c i e n t . . . . "  It is 
n o t  c l e a r  f r o m  t h i s  l a n g u a g e  w h e t h e r  a c r e d i t o r  is r e q u i r e d  to 
s u e  a n d  o b t a i n  j u d g m e n t  a g a i n s t  a c o r p o r a t i o n  a n d  u n s u c c e s s f u l l y  
a t t e m p t  to e x e c u t e  o n  t h a t  j u d g m e n t  a g a i n s t  c o r p o r a t e  p r o p e r t y  
p r i o r  to a s s e r t i n g  l i a b i l i t y  of o f f i c e r s  a n d  d i r e c t o r s .  A s  
S e c t i o n  4 8 8  is p r e s e n t l y  w r i t t e n ,  it is l i k e l y  th a t  if a p l a i n­
t i f f  is s u i n g  a f i n a n c i a l l y  t r o u b l e d  c o r p o r a t i o n ,  t h a t  p l a i n t i f f  
w i l l  i n c l u d e  a l l  o f f i c e r s  a n d  d i r e c t o r s  of  the c o r p o r a t i o n  as 
d e f e n d a n t s  so t h a t  h e  w i l l  h a v e  j u d g m e n t  a g a i n s t  t h e m  in the 
e v e n t  the c o r p o r a t e  a s s e t s  a r e  n o t  a v a i l a b l e  to s a t i s f y  the 
j u d g m e n t .  If t h i s  i n c l u s i o n  o f  d e f e n d a n t s  b e c o m e s  s t a n d a r d  p r a c­
tice, it h a s  the p o t e n t i a l  of c o m p l i c a t i n g  l a w s u i t s  a n d  
i n c r e a s i n g  the b u r d e n  on  the c o u r t s  o f  t h o s e  l a w s u i t s .  A l s o  th i s  
p r a c t i c e  w i l l  h a r a s s  o f f i c e r s  a n d  d i r e c t o r s  a n d  m a y  d i s c o u r a g e  
t h e i r  f u t u r e  p a r t i c i p a t i o n  in c o r p o r a t e  m a t t e r s .

A c o r p o r a t i o n  m a y  s e e k  p r o t e c t i o n  of the b a n k r u p t c y  laws. W h e n  a 
c o r p o r a t i o n  f i l e s  for b a n k r u p t c y  a c o u r t  e n t e r s  a s t a y  p r o h i­
b i t i n g  f u r t h e r  a c t i o n  by c r e d i t o r s  a g a i n s t  c o r p o r a t e  a s s e t s .  
A r g u a b l y ,  a t  t h a t  p o i n t  in time, c o r p o r a t e  a s s e t s  w o u l d  p r o v e  
" i n s u f f i c i e n t "  to s a t i s f y  c r e d i t o r s '  d e b t s .  T h e  q u e s t i o n  a r i s e s  
w h e t h e r  o r  n o t  a c r e d i t o r  w o u l d  t h e n  b e  p e r m i t t e d  to p r o c e e d  
a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s  p u r s u a n t  to S e c t i o n  488.
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C h a p t e r  11 b a n k r u p t c y .p r o c e e d i n g s  a l l o w  c o r p o r a t i o n s  to r e a r r a n g e  
a n d  d e l a y  p a y m e n t  of d e b t s .  S o m e t i m e s  t h e  b a n k r u p t c y  c o u r t  w i l l  
o r d e r  p a y m e n t  o f  p a r t  b u t  not. all o f  d e b t s .  If c o r p o r a t e  f i n a n­
ces d e t e r i o r a t e  to the p o i n t  w h e r e  C h a p t e r  11 r e o r g a n i z a t i o n  is a 
p o t e n t i a l  s o l u t i o n  for f i n a n c i a l  p r o b l e m s ,  o f f i c e r s  a n d  d i r e c t o r s  
w i l l  be f a c e d  w i t h  a c o n f l i c t  of i n t e r e s t  in t h a t  f i l i n g  C h a p t e r  
11 b a n k r u p t c y  w i l l  h e l p  t h e  c o r p o r a t i o n  b u t  w i l l  p o t e n t i a l l y  
a f f e c t  t h e i r  o w n  f i n a n c i a l  l i a b i l i t i e s .  W h i l e  the c o r p o r a t i o n  
b e n e f i t s  by t h e  r e a r r a n g e m e n t  of its d e b t s ,  t h e  o f f i c e r s  a n d  
d i r e c t o r s  w i l l  be r e q u i r e d  u n d e r  S e c t i o n  488 to a s s u m e  o b l i g a t i o n  
f o r  t h o s e  d e b t s .

F o r e i g n  c o r p o r a t i o n s  w i l l  e n j o y  s o m e  a d v a n t a g e  o v e r  d o m e s t i c  c o r­
p o r a t i o n s  in the a p p l i c a t i o n  of  S e c t i o n  488. In all p r o b a b i l i t y ,  
m o s t  o f  t h e  o f f i c e r s  a n d  d i r e c t o r s  of f o r e i g n  c o r p o r a t i o n s  w i l l  
n o t  b e  s u b j e c t  to the j u r i s d i c t i o n  o f  t h e  A l a s k a  c o u r t s .  T h u s ,  
e v e n  t h o u g h  t h e  s e c t i o n  is i n t e n d e d  to a p p l y  to f o r e i g n  c o r­
p o r a t i o n s ,  as a p r a c t i c a l  m a t t e r  it w i l l  be  v e r y  d i f f i c u l t  to s u e  
f o r e i g n  d i r e c t o r s  a n d  o f f i c e r s  in A l a s k a .

If a n  o f f i c e r  of the c o r p o r a t i o n  e n t e r s  i n t o  a c o n t r a c t  w i t h o u t  
c o r p o r a t e  a u t h o r i t y ,  the o t h e r  d i r e c t o r s  a n d  o f f i c e r s  of t h e  c o r­
p o r a t i o n  s h o u l d  n o t  b e  p e r s o n a l l y  l i a b l e  for t h a t  act.

D i r e c t o r s  do  n o t  p a r t i c i p a t e  in d a y  to d a y  m a n a g e m e n t  o f  a c o r­
p o r a t i o n .  T h e y  m i g h t  n o t  be a w a r e  of  the t y p e s  o f  c o n t r a c t s  
w h i c h  w o u l d  c r e a t e  p e r s o n a l  l i a b i l i t y  for them. S e c t i o n  488 
w o u l d  f o r c e  d i r e c t o r s  to p a r t i c i p a t e  m o r e  d i r e c t l y  in d a y  to d a y  
m a n a g e m e n t  of  the c o r p o r a t i o n .

E v e n  if an o f f i c e r  o r  d i r e c t o r  d i s s e n t s  fr o m  a d e c i s i o n  to e n t e r  
i n t o  a c o n t r a c t ,  t h a t  o f f i c e r  or d i r e c t o r  w o u l d  h a v e  l i a b i l i t y  
u n d e r  S e c t i o n  488.

In a d d i t i o n  to the t y p e  o f  c o n f l i c t  o f  i n t e r e s t  p r e v i o u s l y  n o t e d ,  
S e c t i o n  488 c o u l d  c r e a t e  c o n f l i c t  w h e n  an o f f i c e r  or  d i r e c t o r  
p e r s o n a l l y  g u a r a n t e e d  an o b l i g a t i o n  of t h e  c o r p o r a t i o n .  F o r  
e x a m p l e ,  a s s u m e  the p r e s i d e n t  o f  t h e  c o r p o r a t i o n  p e r s o n a l l y  
g u a r a n t e e d  a l o a n  f r o m  a b a n k  a n d  the c o r p o r a t i o n  ran i n t o  f i n a n -



H o n .  J o h n  J. C o w d e r y

F e b r u a r y  22, 1984
P a g e  6

c i a l  t r o u b l e .  T h e  p r e s i d e n t  w o u l d  w a n t  t h e  c o r p o r a t i o n  to p a y  
t h e  l o a n  h e  g u a r a n t e e d .  O t h e r  o f f i c e r s  a n d  the d i r e c t o r s  w o u l d  
w a n t  the c o r p o r a t i o n  to p a y  c r e d i t o r s  p r o t e c t e d  by S e c t i o n  488, 
p r i o r  to p a y i n g  the b a n k  loan.

S u b s e c t i o n  (b) p e r m i t s  m o d i f i c a t i o n  of s t a t u t o r y  p r o v i s i o n  in a 
w r i t t e n  c o n t r a c t .  T h i s  s e c t i o n  w o u l d  b e  b e t t e r  if it r e q u i r e d  
t h i s  m o d i f i c a t i o n  to be  in b o l d  f a c e  t y p e  s e t  o u t  f r o m  t h e  b o d y  
of the c o n t r a c t  so t h a t  it w o u l d  b e  c l e a r l y  v i s i b l e  to a n y o n e  
r e v i e w i n g  t h e  c o n t r a c t .

S e c t i o n  488 d o e s  n o t  a p p l y  to d i r e c t o r s  a p p o i n t e d  by t h e  c o u r t  
p u r s u a n t  to S e c t i o n  640 o f  t h e  B i l l  to b r e a k  a d e a d l o c k  in the 
b o a r d  o f  d i r e c t o r s .  H o w e v e r ,  S e c t i o n  4 8 8  d o e s  a p p l y  t o  o t h e r  
d i r e c t o r s  a p p o i n t e d  d u r i n g  d i s s o l u t i o n  a n d  w i n d i n g  u p  o f  t h e  c o r­
p o r a t i o n  p u r s u a n t  to the c o u r t ' s  a u t h o r i t y  g r a n t e d  in S e c t i o n  650 
of t h e  B i ll. If S e c t i o n  488 r e m a i n s  in t h e  l e g i s l a t i o n ,  it 
s h o u l d  n o t  a p p l y  to t h o s e  i n d i v i d u a l s  a p p o i n t e d  by  t h e  c o u r t  p u r­
s u a n t  to S e c t i o n  650.

D u r i n g  d i s s o l u t i o n  a n d  w i n d i n g  up  o f  a c o r p o r a t i o n ,  t h e  c o r­
p o r a t i o n  m a y  o b t a i n  a s s i s t a n c e  f r o m  the c o u r t s .  S e e  §673. If a 
c r e d i t o r  f a i l s  to a p p e a r  in a c o u r t - o r d e r e d  d i s s o l u t i o n  p r o­
c e e d i n g ,  t h a t  c r e d i t o r ' s  c l a i m s  a g a i n s t  t h e  c o r p o r a t i o n  a r e  
w a i v e d .  S e e  §6 3 3  . T h a t  s e c t i o n  s h o u l d  a l s o  p r o v i d e  t h a t  the 
c r e d i t o r ' s  c l a i m s  a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s  p u r s u a n t  to 
S e c t i o n  488 is w a i v e d .

T h e  p r o c e d u r e s  e s t a b l i s h e d  for j u d i c i a l  d i s s o l u t i o n  o f  a c o r­
p o r a t i o n  i n s u r e  t h a t  a t  the t i m e  o f  the d i s t r i b u t i o n  o f  a s s e t s  
a l l  k n o w n  c l a i m a n t s  a r e  b o u n d  by t h e  t e r m s  of the d i s s o l u t i o n .  
T h o s e •c l a i m a n t s  a r e  n o t  b o u n d  by a  n o n - j u d i c i a l  d i s s o l u t i o n .
T h e y  p o t e n t i a l l y  h a v e  a c l a i m  a g a i n s t  p r e s e n t  a n d  p r i o r  o f f i c e r s  
a n d  d i r e c t o r s  p u r s u a n t  to S e c t i o n  488. If the s i t u a t i o n  a r o s e  
w h e r e  c r e d i t o r s  m a d e  a c l a i m  a f t e r  d i s s o l u t i o n  a g a i n s t  p r i o r  
o f f i c e r s  a n d  d i r e c t o r s ,  t h o s e  o f f i c e r s  a n d  d i r e c t o r s  c o u l d  s u e  
t h e  d i s s o l u t i o n  o f f i c e r s  a n d  d i r e c t o r s  c l a i m i n g  t h e y  w e r e  n e g l i­
ge n t  in f a i l i n g  to p r o t e c t  t h e m  f r o m  l i a b i l i t y  to t h o s e  c r e d i­
tors. T o  a v o i d  th i s  p o t e n t i a l  l i a b i l i t y ,  c o r p o r a t e  o f f i c e r s  
s h o u l d  r o u t i n e l y  u s e  the c o u r t  to s u p e r v i s e  d i s s o l u t i o n .  T h i s  
w o u l d  u n n e c e s s a r i l y  c r o w d  c o u r t  d o c k e t s .
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S e c t i o n  9 6 0  e x e m p t s  o f f i c e r s  a n d  d i r e c t o r s  of  N a t i v e  c o r p o r a t i o n s  
f r o m  t h e  p r o v i s i o n s  o f  S e c t i o n  48 8 .  W e  b e l i e v e  t h a t  b o t h  c o r­
p o r a t i o n s  a n d  i n d i v i d u a l  o f f i c e r s  a n d  d i r e c t o r s  w i l l  be a b l e  to 
c h a l l e n g e  t h i s  e x c l u s i o n ,  a r g u i n g  t h a t  it d e n i e s  t h e m  e q u a l  p r o­
t e c t i o n  o f  t h e  law. T h e  F o u r t e e n t h  A m e n d m e n t  to t h e  U n i t e d  S t a t e  
C o n s t i t u t i o n  r e q u i r e s  s t a t e s  to t r e a t  p e r s o n s  a n d  c o r p o r a t i o n s  
s i m i l a r l y  s i t u a t e d  in a s i m i l a r  f a s h i o n .  A  s t a t u t o r y  c l a s s i f i­
c a t i o n  w h i c h  t r e a t s  p e o p l e  d i f f e r e n t l y  b a s e d  o n  r a c e  o r  a l i e n a g e  
is s u s p e c t  a n d  w i l l  be u p h e l d  by a c o u r t  o n l y  if t h e r e  is a c o m­
p e l l i n g  s t a t e  r e a s o n  for t h e  c l a s s i f i c a t i o n .  If an o f f i c e r  o r  a 
d i r e c t o r  o f  a n o n - N a t i v e  c o r p o r a t i o n  w e r e  s u e d  u n d e r  S e c t i o n  488, 
it is p r o b a b l e  t h a t  i n d i v i d u a l  w o u l d  c o n t e s t  t h e  c o n s t i t u t i o n a­
l i t y  of S e c t i o n  4 8 8  a n d  S e c t i o n  9 6 0  b y  a r g u i n g  t h a t  t h e  s t a t e  h a s  
p l a c e d  g r e a t e r  l i a b i l i t y  o n  h i m  t h a n  o n  others w h o  a r e  s i m i l a r l y  
s i t u a t e d  as d i r e c t o r s  a n d  o f f i c e r s  o f  N a t i v e  c o r p o r a t i o n s .  T h e  
i n d i v i d u a l  w o u l d  a r g u e  t h a t  t h e  d i s t i n c t i o n  is b a s e d  o n  a l i e n a g e  
o r  r a c e  a n d  t h a t  t h e r e  is no c o m p e l l i n g  s t a t e  r e a s o n  for t h e  d i f­
f e r e n t  c l a s s i f i c a t i o n  of l i a b i l i t y .  T h e  o f f i c i a l  c o m m e n t  to 
S e c t i o n  960 d o e s  n o t  e x p l a i n  w h y  o f f i c e r s  a n d  d i r e c t o r s  o f  N a t i v e  
c o r p o r a t i o n s  a r e  e x c l u d e d .  W e  d o  n o t  k n o w  w h e t h e r  t h e r e  is s u f­
f i c i e n t  j u s t i f i c a t i o n  for t h i s  e x c l u s i o n .  E v e n  if t h e  e x c l u s i o n  
is j u s t i f i e d  a t  p r e s e n t  ti m e s ,  its j u s t i f i c a t i o n  m i g h t  t e r m i n a t e  
in 1 9 9 1  w h e n  s h a r e s  of t h e  N a t i v e  c o r p o r a t i o n s  b e c o m e  a v a i l a b l e  
t o  the p u b l i c .

II. D e r i v a t i v e  A c t i o n s :

S e c c i o n  435 of H.B. 343 e s t a b l i s h e s  the r i g h t  of a n d  p r o c e d u r e  
f o r  s h a r e h o l d e r s  to m a i n t a i n  a d e r i v a t i v e  a c t i o n  a g a i n s t  t h e  
m a n a g e m e n t  of a corpoi-u^’on. U n l e s s  a m a j o r i t y  o f  the d i r e c t o r s  
o f  a c o r p o r a t i o n  a r e  i m p l i c a t e d  in the a l l e g e d  i n j u r y  to t h a t  
c o r p o r a t i o n ,  a s h a r e h o l d e r  m u s t  d e m a n d  c o r r e c t i v e  a c t i o n  f r o m  the 
b o a r d  p r i o r  to i n i t i a t i n g  a d e r i v a t i v e  a c t i o n .  If a f t e r  a d e m a n d  
is m a d e  o n  the b o a r d  of d i r e c t o r s ,  t h e  b o a r d  f i n d s  t h a t  in its 
b u s i n e s s  j u d g m e n t  l i t i g a t i o n  is n o t  in the b e s t  i n t e r e s t  o f  t h e  
c o r p o r a t i o n ,  t h e  s h a r e h o l d e r  d o e s  n o t  h a v e  t h ^  r i g h t  to m a i n t a i n  
a d e r i v a t i v e  suit. T h e  s h a r e h o l d e r  is b a r r e d  in t h i s  i n s t a n c e  
u n l e s s  the s h a r e h o l d e r  is a b l e  to p r o v e  to t h e  c o u r t  t h a t  a 
m a j o r i t y  o f  t h e  d i r e c t o r s  is i m p l i c a t e d  in t h e  i n j u r y  o r  if t h e  
c o u r t  r e j e c t s  the b o a r d ' s  d e c i s i o n  as i n c o n s i s t e n t  w i t h  the 
d i r e c t o r s '  d u t i e s  o f  c a r e  a n d  l o y a l t y  to the c o r p o r a t i o n .
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O n c e  ? d e r i v a t i v e  a c t i o n  is p r o p e r l y  be g u n ,  a c o u r t  m a y  d i s m i s s  
it if a d i s i n t e r e s t e d  b o a r d  o f  d i r e c t o r s  p e t i t i o n s  t h e  c o u r t  for 
d i s m i s s a l  a n d  t h e  c o u r t  a g r e e s  t n a t  d i s m i s s a l  is in t h e  b e s t  
i n t e r e s t s  o f  t h e  c o r p o r a t i o n  a n d  c o n s i s t e n t  w i t h  p u b l i c  i n t e r e s t .

T h i s  p r o c e d u r e  m a k e s  it m o r e  d i f f i c u l t  than p r e s e n t  to m a i n t a i n  a 
d e r i v a t i v e  a c t i o n  in the S t a t e  of A l a s k a .  T h e  p r o c e d u r e  f a v o r s  
m a n a g e m e n t  of a c o r p o r a t i o n  w h i c h  h a s  t h e  a u t h o r i t y ,  so l o n g  as 
it is n o t  i m p l i c a t e d  in i n j u r y  to the c o r p o r a t i o n ,  to  d e c i d e  
w h e t h e r  or n o t  a d e r i v a t i v e  a c t i o n  s h a l l  be m a i n t a i n e d .  S i n c e  
t h e  s t a t u t e  a l l o w s  a d i s i n t e r e s t e d  b o a r d  to p e t i t i o n  t h e  c o u r t  
f o r  d i s m i s s a l  o f  a  d e r i v a t i v e  a c t i o n ,  p l a i n t i f f *  in a d e r i v a t i v e  
a c t i o n  w i l l  b e  f o r c e d  to u n d e r t a k e  two t r i a l s .  T h e  f i r s t  t r i a l  
w o u l d  b e  to c o n v i n c e  the c o u r t  t h a t  the p e t i t i o n  for d i s m i s s a l  
s h o u l d  n o t  be g r a n t e d .  P l a i n t i f f  in the a c t i o n  w o u l d  be e n t i t l e d  
to an  e v i d e n t i a r y  h e a r i n g  to p r e s e n t  its i n f o r m a t i o n  to the c o u r t  
r e g a r d i n g  the p r o b l e m .  If t h e  p l a i n t i f f  s u c c e e d e d  in t h a t  e v i­
d e n t i a r y  h e a r i n g  in a v o i d i n g  d i s m i s s a l ,  t h e  p l a i n t i f f  w o u l d  t h e n  
i n c u r  the a d d i t i o n a l  e x p e n s e  o f  t h e  s e c o n d  e v i d e n t i a r y  h e a r i n g  at  
t r i a l  o n  the m e r i t s .

S u b s e c t i o n  (f) o f  S e c t i o n  435 (H. B. 343, p a g e  50, l i n e s  17 a n d  
18) a l l o w s  t h e  d i r e c t o r s  of t h e  c o r p o r a t i o n  to " p e t i t i o n "  a c o u r t  
to d i s m i s s  a d e r i v a t i v e  a c t i o n .  T o  b e  c o n s i s t e n t  w i t h  A l a s k a  
R u l e s  o f  C i v i l  P r o c e d u r e ,  t h e  s t a t u t e  s h o u l d  r e q u i r e  the d i r e c­
to r s  to a p p e a r  in the d e r i v a t i v e  a c t i o n  by a t h i r d  p a r t y  
c o m p l a i n t  a g a i n s t  t h e  p l a i n t i f f  s h a r e h o l d e r s .  T h e  p l a i n t i f f  
s h a r e h o l d e r s  w o u l d  be  t h i r d  p a r t y  d e f e n d a n t s  in t h e  a c t i o n .  
S u b s e c t i o n  (f) c o u l d  be a m e n d e d  as f o l l o w s  b e g i n n i n g  at l i n e  16:

" N o t w i t h s t a n d i n g  (c) o r  (e) o f  this s e c t i o n ,  d i s i n­
t e r e s t e d ,  n o t  i n v o l v e d  d i r e c t o r s  a c t i n g  as t h e  b o a r d  or 
a d u l y  c h a r g e d  b o a r d  c o m m i t t e e  m a y  p e t i t i o n  I n t e r v e n e  in 
the d e r i v a t i v e  a c t i o n  as t h i r d  p a r t y  p l a i n t i f f s  a g a i n s t  
t h e  s h a r e h o l d e r s  a n d  r e q u e s t  the c o u r t to d i s m i s s  t h e  
p l a i n t i f f’s a c t i o r  o n  g r o u n d s  t h a t  in t h e i r  i n d e p e n d e n t ,  
i n f o r m e d  b u s i n e s s  j u d g m e n t  the a c t i o n  is n o t  in t h e  b e s t  
i n t e r e s t  of the c o r p o r a t i o n .

S e c t i o n  4 3 5 ( h )  (H.B. 343, p a g e  51, l i n e  6 ) p r o v i d e s  t h a t  if the 
p l a i n t i f f s  in a d e r i v a t i v e  a c t i o n  r e p r e s e n t  l e s s  t h a n  f i v e  p e r­
c e n t  (5%) o f  t h e  o u t s t a n d i n g  s h a r e s  of a n y  c l a s s  of the c o r­
p o r a t i o n ,  the c o u r t  m a y  r e q u i r e  the p l a i n t i f f s  to g i v e  s e c u r i t y
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f o r  r e a s o n a b l e  e x p e n s e  i n c l u d i n g  a t t o r n e y  fees t h a t  m a y  be  
i n c u r r e d  by t h e  d e f e n d a n t  c o r p o r a t i o n  in the a c t i o n .  T h i s  s e c ­
t i o n  m a y  be u n e n f o r c e a b l e .  A.S. 0 9 . 6 0 . 0 6 0  r e q u i r e s  n o n - r e s i d e n t  
p l a i n t i f f s  or f o r e i g n  c o r p o r a t i o n s  to p o s t  s e c u r i t y  a s  a p r e r e­
q u i s i t e  to a p p e a r i n g  in A l a s k a  c o u r t s .  T h e  A l a s k a  S u p e r i o r  C o u r t  
r o u t i n e l y  r e f u s e s  to a p p l y  t h i s  s t a t u t o r y  p r e r e q u i s i t e  to a n o n­
r e s i d e n t’s o r  f o r e i g n  c o r p o r a t i o n ' s  r i g h t  to a p p e a r  as p l a i n t i f f  
in A l a s k a  c o u r t s .  T h e  A l a s k a  S u p r e m e  C o u r t  h a s  r e f u s e d  to 
r e v e r s e  this p o s i t i o n  by the S u p e r i o r  Court. T h e  p r e r e q u i s i t e  to 
a l a w s u i t  is n o t  e n f o r c e d  b e c a u s e  r i g h t  to a p p e a r  in c c u r t  is#, 
f u n d a m e n t a l  r i g h t  a n d  t h e r e  is no s u f f i c i e n t  r a t i o n a l e  for t h e  
d i s t i n c t i o n  w h i c h  c o n d i t i t i o n s  t h a t  r i g h t  a g a i n s t  n o n - r e s i d e n t  
p l a i n t i f f s  a n d  f o r e i g n  c o r p o r a t i o n s .

T h e  r e q u i r e m e n t  in S e c t i o n  4 3 5 ( h )  t h a t  a d e r i v a t i v e  a c t i o n  on 
b e h a l f  o f  l e s s  t h a n  5% o f  the s h a r e h o l d e r s  o f  t h e  c o r p o r a t i o n  be 
c o n d i t i o n e d  u p o n  t h o s e  s h a r e h o l d e r s '  a b i l i t y  a n d  w i l l i n g n e s s  to 
p a y  a b o n d  for c o s t s  l i k e w i s e  i n t e r f e r e s  w i t h  the f u n d a m e n t a l  
r i g h t  of  t h o s e  i n d i v i d u a l s  to h a v e  a c c e s s  to t h e  c o u r t s .  T h e r e  
is no c o r r e l a t i o n  b e t w e e n  the s i z e  of the g r o u p  m a i n t a i n i n g  the 
d e r i v a t i v e  a c t i o n  a n d  the m e r i t s  o f  t h e i r  claim. A s  a r e s u l t  it 
is u n l i k e l y  t h a t  a c o u r t  w o u l d  e n f o r c e  this c o n d i t i o n  for m a i n­
t a i n i n g  a l a w s u i t .

III. D i s s o l u t i o n :

S e c t i o n  628 (H. B. 343, p a g e  101) a l l o w s  s h a r e h o l d e r s  r e p r e­
s e n t i n g  o n e - t h i r d  of the t o t a l  n u m b e r  of o u t s t a n d i n g  s h a r e s  to 
p e t i t i o n  for d i s s o l u t i o n  on t h e  g r o u n d s  that t h o s e  in c o n t r o l  of 
t h e  c o r p o r a t i o n  h a v e  b e e n  g u i l t y  o f  " p e r s i s t e n t  u n f a i r n e s s  
t o w a r d s  s h a r e h o l d e r s . . . . "  T h i s  l a n g u a g e  is n e w  to A l a s k a  s t a t u­
tes. W e  b e l i e v e  t h a t  it is t o o  b r o a d  a n d  too vague, a l l o w i n g  too 
m u c h  r o o m  for j u d i c i a l  i n t e r p r e t a t i o n  o f  w h a t  c o n s i s t u t e s  p e r­
s i s t e n t  u n f a i r n e s s  to s h a r e h o l d e r s .

S e c t i o n  6 2 8 ( b ) ( 5 )  a p p e a r s  to a l l o w  a p e t i t i o n  for i n v o l u n t a r y  
d i s s o l u t i o n  o£  a c o r p o r a t i o n  h a v i n g  35 or f e w e r  s h a r e h o l d e r s  of 
r e c o r d  by a s i n g l e  s h a r e h o l d e r  o n  the b a s i s  t h a t  " l i q u i d a t i o n  is 
r e a s o n a b l y  n e c e s s a r y  for t h e  p r o t e c t i o n  of t h e  r i g h t s  o r  
i n t e r e s t s  of  t h e  c o m p l a i n i n g  s h a r e h o l d e r  or s h a r e h o l d e r s . "  (H.
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B. 343, p a g e  102, l i n e s  10 a n d  11.) W e  b e l i e v e  t h i s  l a n g u a g e  
m a y  a l s o  be too b r o a d ,  a l l o w i n g  too m u c h  ro o m  for j u d i c i a l  
i n t e r p r e t a t i o n .

It is n o t  c l e a r  f r o m  t h e  c o m m e n t s  w h e t h e r  or n o t  the c o d e  r e v i­
si o n  c o m m i t t e e  c o n s i d e r e d  r e q u i r i n g  t h a t  s u i t s  for i n v o l u n t a r y  
d i s s o l u t i o n  i n c l u d e  a l l  s h a r e h o l d e r s ,  or  a r e p r e s e n t a t i v e  of 
t h e i r  i n t e r e s t s ,  a s  d e f e n d a n t s  to the a c t i o n .  W e  b e l i e v e  this 
a l t e r n a t i v e  s h o u l d  b e  c o n s i d e r e d  so t h a t  the i n t e r e s t  of o t h e r  
s h a r e h o l d e r s  w i l l  be a d e q u a t e l y  r e p r e s e n t e d  in a s u i t  for i n v o­
l u n t a r y  d i s s o l u t i o n .

S e c t i o n  630 s p e c i f i e s  h o w  a c o r p o r a t i o n  m a y  a v o i d  i n v o l u n t a r y  
d i s s o l u t i o n  by p u r c h a s i n g  the s h a r e s  of t h o s e  p l a i n t i f f s  s e e k i n g  
i n v o l u n t a r y  d i s s o l u t i o n .  T h e  c o r p o r a t i o n  is p e r m i t t e d  to a p p e a r  
in t h e  l a w s u i t  for i n v o l u n t a r y  d i s s o l u t i o n  a n d  o f f e r  to p u r c h a s e  
t h e  p l a i n t i f f s '  s h a r e s  a t  f a i r  m a r k e t  va l u e .  S e c t i o n  630 w o u l d  
be i m p r o v e d  if it r e q u i r e d  t h e  c o r p o r a t i o n  to m a k e  t h i s  p u r c h a s e  
o f f e r  w i t h i n  90 d a y s  of the d a t e  t h e  l a w s u i t  w a s  i n s t i t u t e d .

S e c t i o n  630 p r o v i d e s  t h a t  if the c o r p o r a t i o n  a n d  the p l a i n t i f f s  
c a n n o t  a g r e e  o n  t h e  fa i r  v a l u e  for the s h a r e s ,  the c o u r t  m a y  
a p p o i n t  t h r e e  a p p r a i s e r s  to d e t e r m i n e  t h a t  fa i r  va l u e .
S u b s e c t i o n  (c) o f  §630 w o u l d  be i m p r o v e d  if it s p e c i f i e s  t h a t  the 
d a t e  of f i l i n g  t h e  c o m p l a i n t  w i l l  b e  the d a t e  of v a l u a t i o n  for 
the s h a res. In its p r e s e n t  form, t h e  d a t e  of v a l u a t i o n  is n o t  
c i e a r l y  s t a ted.

In p a s s i n g ,  w e  w o u l d  n o t e  t h a t  in o u r  c o p y  of the o f f i c i a l  c o m­
m e n t s  t h e r e  is no o f f i c i a l  c o m m e n t  for S e c t i o n  630. T h e  o f f i c i a l  
c o m m e n t  for S e c t i o n  633 is e r r o n e o u s l y  p r i n t e d  as the o f f i c i a l  
c o m m e n t  for S e c t i o n  630. If the l e g i s l a t u r e  i n t e n d s  to a d o p t  the 
o f f i c i a l  c o m m e n t  by r e f e r e n c e ,  t h i s  t y p o g r a p h i c a l  e r r o r  s h o u l d  be 
c o r r e c t e d .

U n d e r  H. B. 343, if a c o u r t  is d i r e c t i n g  w i n d i n g  up o f  a cor- 
p o r a t i o n  a f t e r  its d i s s o l u t i o n ,  c r e d i t o r s  a n d  c l a i m a n t s  m a y  be 
b a r r e d  f r o m  p a r t i c i p a t i o n  of  g e n e r a l  a s s e t s  o f  the c o r p o r a t i o n  if 
t h e y  fail to m a k e  or p r e s e n t  c l a i m s  a n d  p r o o f s  w i t h i n  the t i m e  
o r d e r e d  by the c o u r t .  If S e c t i o n  4 8 8  r e m a i n s  in H. B. 343, 
S e c t i o n  653 s h o u l d  be a m e n d e d  to a l s o  bar c r e d i t o r s '  c l a i m s  
a g a i n s t  d i r e c t o r s  a n d  o f f i c e r s  if they fail to a p p e a r  in the 
w i n d i n g  up p r o c e e d i n g s .  T h e  a m e n d m e n t  m a y  be a c c o m p l i s h e d  as 
f o l l o w s :
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"In a c o u r t - d i r e c t e d  w i n d i n g  u p  o f  a c o r p o r a t i o n  (A.S. 
1 0 . 0 6 . 6 1 8 ,  1 0 . 0 6 . 6 3 5 ( b )  a n d  1 0 . 0 6 . 6 4 5 )  c r e d i t o r s  a n d  
c l a i m a n t s  m a y  b e  b a r r e d  f r o m  p a r t i c i p a t i o n  in a d i s t r i­
b u t i o n  of  the g e n e r a l  a s s e t s  o f  the c o r p o r a t i o n ,  a n d  
s h a l l  be b a r r e d  f r o m’ a s s e r t i n g  c l a i m s  a g a i n s t  o f f i c e r s  
a n d  d i r e c t o r s  o f  t h e  c o r p o r a t i o n  p u r s u a n t  to A . S .
1 0 . 0 6 . 4 8 8  if t h e y  f a i l  t o  m a k e  o r  p r e s e n t  c l a i m s  a n d  
p r o o f s  w i t h i n  t h e  t i m e  the c o u r t  m a y  o r d e r .

S e c t i o n  655 (H. B. 343, p a g e  1 1 4 )  d e s c r i b e s  the o r d e r  the c o u r t  
m a y  e n t e r  d e c l a r i n g  t h a t  the a f f a i r s  of t h e  c o r p o r a t i o n  a r e  
c o m p l e t e l y  w o u n d  up. S u b s e c t i o n  (c) o f  §655 s t a t e s :

" T h e  d i r e c t o r s  o r  the p e r s o n s  a p p o i n t e d  u n d e r  A.S. 
1 0 . 0 6 . 6 4 8  s h a l l  be d i s c h a r g e d  f r o m  t h e i r  d u t i e s  a n d  
l i a b i l i t i e s ,  e x c e p t  as m a y  b e  e s t a b l i s h e d  u n d e r  A.S.
1 0 . 0 6 . 4 8 8  or  e x c e p t  as n e e d e d  to c o m p l e t e  t h e  w i n d i n g  
up."

S e c t i o n  648 a l l o w s  the c o u r t  to a p p o i n t  d i r e c t o r s  to r e s o l v e  a 
d e a d l o c k  in a b o a r d  o f  d i r e c t o r s .  T h i s  p r o v i s i o n  e x c e p t i n g  
S e c t i o n  488 l i a b i l i t y  for a p p o i n t e d  d i r e c t o r s  s h o u l d  a l s o  a p p l y  
to d i r e c t o r s  a p p o i n t e d  by the c o u r t  p u r s u a n t  to its a u t h o r i t y  
u n d e r  S e c t i o n  640 a n d  S e c t i o n  653 o f  the Bill. W e  do  n o t  b e l i e v e  
t h a t  a n y  i n d i v i d u a l  a p p o i n t e d  by t h e  c o u r t  to s e r v e  as a d i r e c t o r  
o r  o f f i c e r  for a c o r p o r a t i o n  d u r i n g  d i s s o l u t i o n  o r  w i n d i n g  u p  o f  
t h e  c o r p o r a t i o n  s h o u l d  h a v e  p e r s o n a l  f i n a n c i a l  l i a b i l i t y  for 
c o n t r a c t s  e n t e r e d  i n t o  by the c o r p o r a t i o n  d u r i n g  t h a t  p e r i o d  of 
t i m e .

W h e n e v e r  the Bi l l  p e r m i t s  c r e d i t o r s  in the n a m e  o f  t h e  c o r­
p o r a t i o n  to s u e  s h a r e h o l d e r s  o r  d i r e c t o r s  for i m p r o p e r  d i s t r i b u­
ti o n  of d i v i d e n d s  (A.S. 10.06. 333 ) o r  a s s e t s  (A.S. 10 .06.675 ), 
t h 7- s t a t u t e  s h o u l d  s p e c i f i c a l l y  p r o v i d e  t h a t  the s h a r e h o l d e r s  a n d  
d i r e c t o r s  m a y  a s s e r t  a n y  d e f e n s e  to the a c t i o n  a v a i l a b l e  to the 
c o r p o r a t i o n .

IV. M i s c e l l a n e o u s  C o m m e n t s :

S e c t i o n  460 o f  the B i l l  p e r m i t s  r e m o v a l  of  d i r e c t o r s  w i t h o u t  
c a u s e  by v o t e  of s h a r e h o l d e r s .  H. B. 343, p a g e  57, l i n e  4. 
S u b s e c t i o n  (a)(2) d e s c r i b e s  t h e  n u m b e r  of s h a r e s  w h i c h  m u s t  v o t e  
in f a v o r  of r e m o v a l  of  the d i r e c t o r  if the c o r p o r a t i o n  h a s  c u m u­
l a t i v e  v o t i n g .  S u b s e c t i o n  3 d e s c r i b e s  the n u m b e r  o f  s h a r e s
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w i t h i n  a c l a s s  w h i c h  m u s t  v o t e  in f a v o r  o f  r e m o v a l  if a d i r e c t o r  
is e l e c t e d  by a c l a s s .  S u b s e c t i o n  460 s h o u l d  b e  a m e n d e d  to 
d e s c r i b e  the m i n i m u m  p e r c e n t a g e  o f  s h a r e s  w h i c h  m u s t  v o t e  in 
f a v o r  of r e m o v a l  o f  a d i r e c t o r  w i t h o u t  c a u s e  if t h e  d i r e c t o r  w a s  
n o t  e l e c t e d  by c l a s s  a n d  the c o r p o r a t i o n  d o e s  n o t  h a v e  c u m u l a t i v e  
v o t i n g .  T h i s  m a y  b e  a c c o m p l i s h e d  by a n  a m e n d m e n t  to H. B. 343, 
p a g e  57, l i n e  6 a n d  7 as  f o l l o w s :

"At a r e g u l a r  o r  s p e c i a l  m e e t i n g  for w h i c h  n o t i c e  is 
g i v e n  u n d e r  A.S. 1 0 . 0 6 . 4 1 0  a n d  t h i s  s e c t i o n ,  a n y  o r  a l l  
o f  t h e  d i r e c t o r s  m a y  b e  r e m o v e d  w i t h o u t  r e a s o n  if t h e  
r e m o v a l  is a p p r o v e d  b y  a v o t e  o f  the m a j o r i t y  of t h e  
o u t s t a n d i n g  s h a r e s  a n d . . . . "

T h e  A l a s k a  F e d e r a t i o n  o f  N a t i v e s  h a s  p r o p o s e d  an a m e n d m e n t  t o  H.
B. 343, p a g e  149 a t  l i n e  12, a s  f o l l o w s :

" N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  A . S .  1 0 . 0 6 . 5 7 4 - 5 8 6 ,  a 
p l a n  o f  m e r g e r ,  c o n s o l i d a t i o n  o r  e x c h a n g e  q u a l i f i e d  
u n d e r  t h i s  s e c t i o n  p r i o r  to D e c e m b e r  19, 1 9 9 1  s h a l l  n o t  
i n c l u d e  t h e  r i g h t  o f  s h a r e h o l d e r s  to d i s s e n t . "

T h i s  a m e n d m e n t  s h o u l d  b e  i m p r o v e d  by t h e  a d d i t i o n  o f  t h e  p h r a s e :

".... p l a n  of m e r g e r ,  c o n s o l i d a t i o n  o r  e x c h a n g e  
q u a l i f i e d  u n d e r  th i s  s e c t i o n  a n d  a p p r o v e d b y  t h e  p r o p e r  
c o r p o r a t i o n s  p r i o r  to D e c e m b e r  19, 1 9 9 1  s h a l l  n o t  
i n c l u d e  t h e  r i g h t  o f  s h a r e h o l d e r s  to d i s s e n t . "

T h i s  a m e n d e m e n t  w i l l  s p e c i f y  t h a t  the m e r g e r  p l a n  m u s t  be 
a p p r o v e d  p r i o r  to t h e  s p e c i f i e d  d a te; o c h e r w i s e  s h a r e h o l d e r s  w i l l  
h a v e  a r i g h t  to d i s s e n t .

S e c t i o n  546 p r o v i d e s  t h a t  a p l a n  o f  m e r g e r ,  c o n s o l i d a t i o n  o r  
e x c h a n g e  for an A l a s k a  c o r p o r a t i o n  m u s t  r e c e i v e  a p p r o v a l  by  a 
v o t e  of t w o - t h i r d s  of the o u t s t a n d i n g  s h a r e s  o f  e a c h  c o r p o r a t i o n  
a f f e c t e d .  A  l o w e r  v o t i n g  r e q u i r e m e n t  a p p l i e s  to c o r p o r a t i o n s  
e s t a b l i s h e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act.
S e c t i o n  9 6 0 ( c )  p r o v i d e s  t h a t  a p l a n  o f  m e r g e r ,  c o n s o l i d a t i o n  o r  
e x c h a n g e  of A N C S A  c o r p o r a t i o n s  m a y  b e  a p p r o v e d  by an a f f i r m a t i v e  
v o t e  of h o l d e r s  o f  a m a j o r i t y  o f  t h e  o u t s t a n d i n g  s h a r e s  of e a c h  
c o r p o r a t i o n .  T h e  o f f i c i a l  c o m m e n t s  d o  n o t  e x p l a i n  t h e  d i f f e r e n t
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r e q u i r e m e n t s  f o r  t h e s e  c o r p o r a t i o n s .  T h e  d i f f e r e n t  r e q u i r e m e n t s  
a r e  p r o b a b l y  p e r m i s s i b l e .  It w o u l d  be w e l l  to e x p l a i n  the d i f­
f e r e n t  r e q u i r e m e n t s  to a v o i d  c o n f u s i o n  in f u t ure.

W e  a p p r e c i a t e  th i s  o p p o r t u n i t y  to c o m m e n t  on  H. B. 343.

S i n c e r e l y  y o u r s

S M I T H ,  R O B I N S O N  & G R U E N I N G

R l S r l j d

cc: Mr. K e n  J o h n s o n
Mr. M e r r i l l  S i k o r s k y
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"The Olympics is a hu g e  Investment over a 12-or 14-year 

period. But for An c h o r a g e  it wouldn't be so m u c h  a big 

financial investment as a h u m a n  investment. It would take a 

lot of time a n d  energy." R e y n  B o w m a n ,  executive director, 

Anchorage Convention &  Visitors Bureau.

Anchorage and the Winter Olympics are a perfect fit.
On the one hand. Anchorage is the right size —  not too 

big, not too small. It has the financial resources, both public 
and private, to make the venture a success. It’s becoming 
adept at hosting world-class competitions with alpineskiing 
events at Alyeska Resort; Nordic skiing at Kincaid Park and 
even the Great Alaska Shootout at Sullivan Arena.
Its lodging accommodations are adequate today and are 

growing by leaps and bounds. The climate is ideal for winter 
sports competition. Anchorage is ideally situated for air 
access both from North America and from Europe and Rus­
sia, which provide the vast majority of the athletes partici­
pating in Winter Games.
Anchorage would add ia new dimension to the cultural 

aspects of the Olympic Games, and in a state where the 
number of visitors and tourists annually doubles and triples 
the population, playing host has become an art more than a 
chore.
Those are just a few of the things Anchorage has to offer 

the Winter Olympics. The other side of the question —  what 
does the Olympics have to offer Anchorage, and the entire 
state of Alaska, for that matter —  is equally compelling. And 
the facts are equally one-sided.
The Winter Games would give Anchorage worldwide 

exposure and a massive economic boost at the time of year 
when it needs it most. Touirism, one of the mainstays of the 
Alaskan economy, always has sagged during the winter; 
nothing could turn that situation around faster than the 
Olympics. Officials from the Lake Placid area in New York 
say that area still is on a high from the 1980 Winter Games, 
and in the words of one economist, "We don't know how 
long it will take for that to wear off or if it ever will."
Most important is what would be left behind after the 

Olympics are gone: world-class winter sports facilities that 
would establish Anchorage as a winter sports mecca and 
benefit everyone in Southcentral Alaska who would have 
easy access to those facilities for years to come.
Unquestionably, construction of some of those facilities 

would be an expensive proposition. Most notably, those

. ’ i , ,  „  ■ , .>; House Bill .343/,pending
" before the A laska House of 

Representatives, is “An act 
revi sing the corporation code.” 
This b ill was prepared by the 
Alaska code Revision Commis­
sion, and it proposes sweeping 
changes in Alaska’s corporate 
law.

Rep. John Cowdery has been 
taking a hard look at the pro­
posed bill. The Alaska Code 
Revision Commission held 
extensive hearings and spent 
a great deal o f time and money 
preparing the revisions.

'• My review of the proposed 
revisions indicates they did a 
good job. Cowdery, however, 
has quite correctly realized that 
the revisions are very expan­
sive and may have long-range 
side effects.

The bill is lengthy and com­
plex. While the proposed revi­
sions may add a degree of cer­
tainty to Alaska’s Corporation 
Lav/, there are some areas of 
real concern.

For example, the proposed 
revisions extend personal lia­
bility of directors and officers 
to certain creditors of the cor­
poration up to the amount of 
$25,000 per officer or director.

Thus if the corporation lacks 
the assets to pay bills the offic­
ers and directors are liable.

The exposure o f the directors 
and officers is irrespective of 
any wrongdoing, irrespective 
o f the degree o f involvement in 
the affairs of the corporation 
and irrespective of whether the 
individual dissented from in­
curring the debt.

In addition, not all creditors 
have the same right as the 
commission decided to only 
protect the "little guys."

There also is a serious ques­
tion as to whether the effect of 
the revisions will bo to profev 
foreign corporations.

While the code attempts to
i," : • • ■ ' • ,
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impose liability on foreign 
corporations, as a practical 
matter the corporate codes of 
the other states will apply to 
the internal affairs o f corpora­
tions incorporated in their 
jurisdictions.

Thus some o f the more novel 
concepts may very well disad­
vantage Alaska corporations 
in the long run.

There are other aspects of 
the proposed bill which have 
wide-range effects. The Alaska 
Code Revision Commission has 
stated it attempted to find a 
middle ground between pro 
management and pro share­
holder states. In so doing it 
h is developed some rather eso­
teric concepts.

For example, the bill allows 
ni inority shareholders to peti­
tion a court to dissolve a corpo­
ration on the grounds that those 
in control have been guilty of 
"persistent unfairness towards 
shareholders.”

That language may become 
one of the principal sources of .

litigation in the State of Alaska.
it is evident that a great deal 

o f thought has been devoted to 
the proposed revisions. How­
ever, Cowdcr' and others have 
focused on the danger of 
attempting to legislate in a 
broad sweeping manner prob­
lems which may or may not 
exist.

There are some advantages 
to trying out ideal solutions 
but I question whether this is 
the right time or place.

A  critical review of House 
Bill 343 is a real service. The 
effort to solve all Alaska’s 
potential corporate problems 
in one piece o f legislation 
appears to open up a Pando­
ra's box.

It would be well if those 
involved in the business com­
munity took the time to famil­
iarize themselves with this 
important piece of legislation.

Perhaps no other legislation 
effects the rules of the game as 
much as Alaska’s Corporation 
Code.
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J O I N T  H O U S E  L A B O R  A N D  C O M M E R C E  A N D  J U D I C I A R Y  
C O M M I T T E E  H E A R I N G  O N  HB 3 4 3 / S B  2 4 6 — F O R  P R O F I T  C O R P O R A T I O N S  

F E B R U A R Y  24, 1 9 8 4  - L E G I S L A T I V E  I N F O R M A T I O N  O F F I C E ,  A N C H O R A G E
10:00 a.m.

C O W D E R Y :  W i l l  the m e e t i n g  p l e a s e  c o m e  to o r d e r .  It's 
10:C'7 a .m., F e b r u a r y  24th. W e  a r e  in A n c h o r a g e ,  the L a b o r  a n d  
C o m m e r c e  C o m m i t t e e  j o i n i n g  w i t h  the H o u s e  J u d i c i a r y  C o m m i t t e e .  
I'd l i k e  to m a k e  n o t e  of t h o s e  p r e s e n t  h e r e  in A n c h o r a g e  is 
R e p r e s e n t a t i v e  W e n d t e ,  R e p r e s e n t a t i v e  P e s t i n g e r ,  R e p r e s e n t a t i v e  
Furnace, R e p r e s e n t a t i v e  U e h l i n g  a n d  a l s o  R e p r e s e n t a t i v e  K o p o n e n  
is in F a i r b a n k s  on the t e l e c o n f e r e n c e  n e t w o r k  a n d  R e p r e s e n t a t i v e  
R i n g s t a d  is in J u n e a u .  I'd l i k e  to c h e c k  in a n d  m a k e  s u r e  t h a t  
R e p r e s e n t a t i v e  K o p o n e n  a n d  R i n g s t a d ,  f i r s t  in F a i r b a n k s  a n d  t h e n  
to J u n e a u .  R e p r e s e n t a t i v e  K o p o n e n .

K O P O N E N :  T h i s  is R e p r e s e n t a t i v e  K o p o n e n  r i g h t  here. W e  
ha v e  two p e o p l e  in the a u d i e n c e  at t h i s  time.

C O W D E R Y :  R e p r e s e n t a t i v e  R i n g s t a d .

M O D E R A T O R :  T h i s  is the m o d e r a t o r  in J u n e a u  a n d
R e p r e s e n t a t i v e  R i n g s t a d  h a s  s t e p p e d  o u t  for a m o m e n t .  C a n  y o u  
come b a c k  to us?

C O W D E R Y :  Yes. O.K. We h a v e  a q u o r u m  a n d  I w o u l d  li k e  to 
m a y b e  turn it o v e r  to R e p r e s e n t a t i v e  of the J u d i c i a r y  C o m m i t t e e  
to e s t a b l i s h  h i s  q u o r u m .  R e p r e s e n t a t i v e  B u s s e l l .

B U S S E L L :  T h a n k  you, Mr. C h a i r m a n .  T h e  J u d i c i a r y
C o m m i t t e e  d o e s  h a v e  a q u o r u m .  R e p r e s e n t a t i v e  W e n d t e  is p r e s e n t  
w i t h  us, R e p r e s e n t a t i v e  Hay e s ,  R e p r e s e n t a t i v e  Li s k a ,  
R e p r e s e n a t i v e  M a l o n e ,  a n d  R e p r e s e n t a t i v e  B a r n e s  is s o m e p l a c e  on 
her w a y  here.

W E N D T E :  Mr. Chairman.,

C O W D E R Y / B U S S E L L :  R e p r e s e n t a t i v e  W e n d t e .

W E N D T E :  I j u s t  w a n t  to kn o w  as a m a t t e r  of d e f e r e n c e  to 
my dear f r i e n d  t h e  C h a i r m a n  of the J u d i c i a r y  C o m m i t t e e ,  I've b e e n  
p l a c e d  on t h i s  s i d e  of the table. It ' s  n o t  t h a t  I d o n ' t  c a r e  to 
jo i n  the J u d i c i a r y  C o m m i t t e e  today. B u t  s i n c e  I a m  t h e  o n l y
m e m b e r  of bo t h  c o m m i t t e e s ,  m a y b e  I s h o u l d  run b a c k  a n d  forth.

B U S S E L L :  You a r e  s i t t i n g  in the w i t n e s s  chair.

C O W D E R Y :  T h e  H o u s e  L a b o r  C o m m i t t e e  m e e t s  in the m o r n i n g  
a n d  so a t  n o o n  y o u  can m o v e  to the o t h e r  side. The J u d i c i a r y  
m e e b s  . . .



W E N D T E :  I t 's p r o b a b l y  a g o o d  w a y  to do it, Mr. 
C h a i r m a n ,  T h a n k  you.

C O W D E R Y :  W e  a r e  h e r e  t h i s  m o r n i n g  to h e a r  H B  343 to 
r e v i s e  the c o r p o r a t e  code. A n d  w e  h a v e  h a d  a j o i n t  h e a r i n g  on 
t h i s  w i t h  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  in J u n e a u  a n d  w e ' v e  g o t  
q u i t e  l e n g t h y  t e s t i m o n y ,  h a d  q u i t e  l e n g t h y  t e s t i m o n y  to review, 
a n d  it is t h e  i n t e n t  of t h i s  c o m m i t t e e  to n o t  be c r i t i c a l  of the 
c o d e  or the bill, b u t  to b r i n g  s o m e  a r e a s  t h a t  a r e  n o t  clear, 
p e r h a p s  h e l p  c l a r i f y  s o m e  of the a r e a s  a n d  to d i s c u s s  s o m e  of the 
a r e a s  t h a t  s e e m  a p p r o p r i a t e  n o w  t h a t  w e  c l e a r  up  r a t h e r  than 
l a t e r  if it ever c o m e s  to a c o u r t  d e c i s i o n  t h a t  p e r h a p s  w e  c a n  by 
c l a r i f y i n g  s o m e  of t h e  a r e a s  of c o n c e r n  w e  c a n  m a y b e  k e e p  th a t  
l a t e r  c o u r t  d a t e  to a m i n i m u m .  I w a s  w o n d e r i n g ,  I k n o w  t h a t  Mr. 
D i c k  B l a c k  of the A l a s k a  Bar A s s o c i a t i o n ,  or Bl o c k .  W o u l d  y o u  
c a r e  to c o m m e n t  or h a v e  c o m m e n t s .  Or I c o u l d  g o  on an  o v e r v i e w  
of so m e  of the a r e a s  of c o n c e r n  . . .

BL O C K :  Mr. C h a i r m a n ,  it ' s  y o u r  p l e a s u r e .  I a m  p r e p a r e d
to t e s t i f y  if y o u  l i k e  or a n y  o r d e r  y o u  t h a t  y o u  w o u l d  like. 
G o o d  m o r n i n g  to the C h a i r m a n s  of b o t h  c o m m i t t e e s .  My n a m e  is 
R i c h a r d  Block. I a c t u a l l y  co m e  b e f o r e  y o u  I s u p p o s e  m o r e  
o f f i c i a l l y  as a r e p r e s e n t a t i v e  of o n e  of the s e c t i o n s  of the 
A l a s k a  Bar A s s o c i a t i o n .  A n d  I w i l l  r e f e r  b a c k  to th a t  in a
m o m e n t .  I w o u l d  a l s o  l i k e  to say, h o w e v e r ,  I a m  an a t t o r n e y  
a d m i t t e d  to p r a c t i c e  in the S t a t e  of A l a s k a  a n d  h a v e  to o n l y  a 
s m a l l  or m o d e s t  d e g r e e  d o n e  c o r p o r a t e  w o r k  for c l i e n t s .  I a l s o  
a m  an o w n e r  a n d  i n v e s t o r  in a b u s i n e s s  e n t e r p r i s e  in the S t a t e  of 
A l a s k a  w h i c h  is in c o r p o r a t e  form, a n d  w e  h a v e  in our c o r p o r a t i o n  
f i v e  s e p a r a t e  c o r p o r a t i o n s .  So I b e l i e v e  th a t  f r o m  the 
s t a n d p o i n t  of its p r a c t i c a l  a p p l i c a t i o n  as  w e l l  as its l e gal 
c o n c e r n s ,  I do h a v e  s o m e  f a m i l i a r i t y  w i t h  w h a t  the i m p a c t  of the 
b i l l s  b e f o r e  us m i g h t  h a v e  in th i s  A l a s k a  c o m m u n i t y .  A n d  I a l s o  
s a i d  f r o m  a m o r e  o f f i c i a l  s t a n d p o i n t ,  I a m  r e p r e s e n t i n g  o n e  of 
the s e c t i o n s  of the A l a s k a  Bar A s s o c i a t i o n .  A b o u t  a w e e k  a n d  a 
h a l f  age, I w a s  a s k e d  by the c h a i r m a n  of the b u s i n e s s  law s e c t i o n  
of the A l a s k a  Bar A s s o c i a t i o n ,  the c h a i r m a n  of the e x e c u t i v e
c o m m i t t e e ,  to c h a i r  a ta s k  f o r c e  w h i c h  h a s  j u s t  r e c e n t l y  be e n  
a p p o i n t e d  to s t u d y  a n d  u n d e r t a k e  a r e v i e w  of t h e s e  b i l l s  a n d  the 
w o r k  t h a t  h a s  b e e n  d o n e  by the c o d e  r e v i s i o n  c o m m i s s i  m  a n d  by 
P r o f e s s o r  F e s s l e r .  It is the c h a r g e  of our t a s k  f o r c e  n o t  to 
e n g a g e  in an e x t e n s i v e ,  s h a l l  w e  say a c a d e m i c  t y p e  r e v i t w  or even 
a l e g a l  a n a l y s i s  of the bill, s i n c e  w e  b e l i e v e  th a t  has b e e n  
e x t e n s i v e l y  d o n e  a n d  w e l l  do n e  by P r o f e s s o r  F e s s l e r  a n d  b y  the 
c o d e  r e v i s i o n  c o m m i s s i o n  a n d  by the s t a f f s  of the l e g i s l a t u r e .  
B u t  w e  do b e l i e v e  t h a t  in the i n t e r e s t  of b e t t e r  u n d e r s t a n d i n g ,  
the i m p a c t  th a t  su c h  a b i l l  w o u l d  h a v e  on the b u s i n e s s  c o m m u n i t y  
a n d  on the p r a c t i c e  of b u s i n e s s  a n d  c o r p o r a t e  law, t h a t  y o u  m i g h t  
s a y  k i n d  of a b u s i n e s s  i m p a c t  r e p o r t  is d e s e r v i n g .  E x a c t l y  w h a t  
w i l l  be, or n o t  e x a c t l y  b u t  at  l e a s t  to the e x t e n t  th a t  w e  can
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f o r e s e e  it, w h a t  a r e  s o m e  of the e c o n o m i c  i n t e r e s t s  a n d  f a c t o r s  
in the s t a t e  t h a t  c o u l d  b e  a f f e c t e d  by  w h a t  t h i s  bi l l  c o n t a i n s  
t h a t  m a y  n o t  h a v e  b e e n  b r o u g h t  b e f o r e  y o u r  c o m m i t t e e s .  A n d  w h e n  
I a m  t h r o u g h  h e r e  in a few m o m e n t s ,  I a m  g o i n g  to a s k  or s u g g e s t  
t h a t  the c o m m i t t e e  in its d e l i b e r a t i o n s  at  l e a s t  n o t  m o v e  so
q u i c k l y  t h a t  our t a s k  f o r c e  w o u l d  n o t  be g i v e n  t h e  ti m e  to
p r e s e n t  to y o u  w h a t  w e  r e g a r d  as our y o u  m i g h t  say e c o n o m i c  l e g a l  
i m p a c t  r e p o r t  of t h i s  bill. W e  do not b e l i e v e  it w i l l  t a k e  a lot 
of time, w e ' d  l ike, say, a b o u t  30 d a y s  to f i n i s h  our w o r k  a n d  
p r e s e n t  it to you. A s  I i n d i c a t e d ,  I t h i n k  w e  can do th a t
b e c a u s e  w e  are n o t  g o i n g  to r e i n v e n t  t h e  f i n e  w o r k  d o n e  by  t h o s e
t h a t  h a v e  g o n e  b e f o r e  us. A  v e r y  b r i e f  r e v i e w  of the b i l l s  a n d  
th e  c o m m e n t a r y  t h a t  a c c o m p a n i e s  the b i l l s  w o u l d  i n d i c a t e  t h a t  one 
of the t h i n g s  y o u  t y p i c a l l y  f i n d  in a s i g n i f i c a n t  r e v i s i o n  of a 
l a w  of this type, t h a t  is to say t h a t  it is a t e c h n i c a l  r e v i s i o n ,  
it is a l a n g u a g e  r e v i s i o n ,  t h a t  it is a m o d e r n i z a t i o n  of t o n e  or 
t e n o r  is c e r t a i n l y  a p a r t  of this bill. But t h i s  b i l l  r e a l l y  has 
s u b s t a n t i a l  s u b s t a n t i v e  c h a n g e s  in it, a n d  I t h i n k  th a t  o n e  of 
t h e  t h i n g s  t h a t  is u n f o r t u n a t e ,  a n d  I h a v e  to s a y  t h a t  for m y s e l f  
I take up o n  m y s e l f  t h e  r e s p o n s i b i l i t y  for m a k i n g  s o m e  of the same 
a s s u m p t i o n s  I a m  g o i n g  to c h a r g e  to a l a r g e r  c l a s s  of p e o p l e  and 
t h a t  is I t h i n k  a l o t  of p e o p l e  t h o u g h t  t h a t  t h e  r e v i s i o n  of the 
l a w  w a s  g o i n g  to be a r e v i s i o n  of the w o r d s  a n d  n o t  a l o t  of 
s u b s t a n t i v e  c h a n g e .  A n d  as y o u  g e t  in t o  it, t h e r e  a r e  s o m e  
s i g n f i c a n t  c h a n g e s  in t h i s  bill, a n d  I d o n ' t  t h i n k  the b u s i n e s s  
c o m m u n i t y  b r o a d l y  b a s e d  is w i d e l y  a w a r e  of it. A n d  I t h i n k  t h e y  
n e e d  to be and y o u  n e e d  to be a w a r e  of w h a t  t h a t  m e a n s  to them. 
I think, for e x a m p l e ,  t h a t  my b r i e f  r e a d i n g  of the a n a l y s i s  a n d  
t h e  b i l l  w o u l d  s e e m  to c h a n g e  the c h a r a c t e r  of t h e  a r t i c l e s  of 
i n c o r p o r a t i o n  f r o m  a s i m p l e  o r g a n i c  d o c u m e n t  th a t  k i n d  of b r i n g s  
t h e  c o r p o r a t i o n  i n t o  e x i s t e n c e ,  w h i c h  is n o w  and w o u l d  in the 
f u t u r e  if this b i l l  w e r e  a d o p t e d ,  be  i t s  f u n c t i o n .  B u t  the 
a r t i c l e s  b e c o m e  in a d d i t i o n  m o r e  or l e s s  a d i s c l o s u r e  s t a t e m e n t ,  
a r a t h e r  c o m p l e t e  d i s c l o s u r e  s t a t e m e n t  to a n y o n e  w h o  b e c o m e s  
i n v o l v e d  in the c o r p o r a t i o n .  A n d  I g a t h e r  t h a t  n o t i o n  f r o m  the 
f a c t  t h a t  a n  a w f u l  l o t  of t h i n g s  w h i c h  t o d a y  a r e  k i n d  of p u t  into 
a r t i c l e s  by a o n e  l i n e  r e f e r e n c e  or b y  a b s e n c e  of a n y  r e f e r e n c e  
a n d  t h e n  i n c o r p o r a t i n g  s t a t u t o r y  p r o v i s i o n s  to the r e q u i r e m e n t  
t h a t  if c e r t a i n  t h i n g s  a r e  g o i n g  to be e v e r  d o n e  in a 
c o r p o r a t i o n ,  it n e e d s  to be s p e c i f i c a l l y  a l l o w e d  for d i s c l o s e d  in 
the a r t i c l e s  of i n c o r p o r a t i o n .  N o w  I am n o t  h e r e  nor do I t h i n k  
our s e c t i o n  t a k e s  a v i e w  th a t  t h a t ' s  g o o d  or bad, b u t  o n l y  th a t  
it b e c o m e s  a fa c t  t h a t ' s  c o n t a i n e d  in this l a w  a n d  if a l a w y e r  is 
g o i n g  to do a n  a d e q u a t e  j o b  of p r o t e c t i n g  a c o r p o r a t e  c l i e n t ,  
t h e y  a r e  g o i n g  to h a v e  to do a m o r e  c a r e f u l  a n a l y s i s  a n d  a m o r e  
c a r e f u l  job of d r a f t i n g  to m a k e  s u r e  the c o r p o r a t i o n  is p e r m i t t e d  
b y  its a r t i c l e s  of i n c o r p o r a t i o n ,  or in t h i s  d i s c l o s u r e  d o c u m e n t  
if y o u  will, to do t h o s e  t h i n g s  w h i c h  it n o w  i n t e n d s  to do or 
m i g h t  in t h e  f u t u r e  w i s h  to d o 0 A n d  I s u g g e s t  t h a t  o n e  of the 
t h i n g s  t h a t  w e  w o u l d  l i k e  to m e a s u r e  in our i m p a c t  r e p o r t  is h o w  
m u c h  a d d i t i o n a l  l e g a l  w o r k  is g o i n g  to be  r e q u i r e d  by l a w y e r s
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a s k e d  by  t h e i r  c l i e n t s  to f o r m  a c o r p o r a t i o n  a n d  w h a t ' s  g o i n g  to 
h a v e  to be do n e  in  o r d e r  to m a k e  s u r e  t h a t  t h e y  n e v e r  g e t  i n t o  a 
s i t u a t i o n  w h i c h  u n d e r  t h i s  b i l l  w o u l d  b e c o m e  an  u l t r a  v i r e s  or an 
a c t  o u t s i d e  the a m b i t  of t h e i r  a g r e e d  a u t h o r i t y .  A n o t h e r  
s i g n i f i c a n t  a s p e c t  of t h i s  b i l l  is t h a t  it c l e a r l y  s e e k s  to 
c h a n g e  the r e l a t i v e  p r o t e c t i o n s  a m o n g  c l a s s e s  of p e o p l e  i n v o l v e d  
in a b u s i n e s s  r e l a t i o n s h i p .  I t h i n k  i t ' s  f a i r  to s a y  t h a t  the 
c o d e  r e v i s i o n  c o m m i s s i o n  a n d  P r o f e s s o r  F e s s l e r  r e c o g n i z e s  t h a t  
c u r r e n t  A l a s k a  l a w  is, 'if y o u  w a n t  to a s s i g n  a n  a p p e l l a t i o n  to 
it, is a v e s t e d ,  c o r p o r a t e  o w n e r s h i p  p r o t e c t i o n  a p p r o a c h .  A n d  I 
t h i n k  i t  is c l e a r  t h a t  the a p p r o a c h  t a k e n  in t h i s  b i l l  is to  m o v e  
a w a y  f r o m  t h a t  a n d  to p r o v i d e  so m e  p r o t e c t i o n s  for c r e d i t o r s  and 
for o u t s i d e  s t o c k h o l d e r s .  N o w  aga i n ,  I d o n ' t  t h i n k  t h i s  is the 
r e s p o n s i b i l i t y  of t h e  bar a s s o c i a t i o n ,  or do w e  w i s h  to  t a k e  a 
v i e w  t h a t  t h a t ' s  g o o d  or bad, b u t  o n l y  t h a t  it is in f a c t  a 
s i g n i f i c a n t  c h a n g e  in our law. It is a s u b s t a n t i v e  c h a n g e ,  and 
t h e  w a y  in w h i c h  t h a t 11 s done, a n d  the f a c t  t h a t  it is b e i n g  done, 
I t h i n k  n e e d s  to be r e c o g n i z e d  b y  a b r o a d e r  b a s e  of the b u s i n e s s  
c o m m u n i t y  a n d  the e f f e c t  of that, if any, p r e s e n t e d  to y o u r  
c o m m i t t e e .  T h e r e  a r e  a n u m b e r  of i m p a c t s  t h a t  w e  s e e  t h i s  
p o t e n t i a l l y  h a v i n g .  O n e  I' v e  a l l u d e d  to a n d  t h a t ' s  s i m p l y  the 
c o s t  e f f e c t i v e n e s s .  W e  t h i n k  t h e r e  is g o i n g  to b e  s o m e  
s i g n i f i c a n t  c h a n g e s  in j u s t  l e g a l  c o s t s  i n f o r m i n g  the 
c o r p o r a t i o n ,  b e c a u s e  I t h i n k  l a w y e r s  a r e  g o i n g  to h a v e  to be a
l ot m o r e  c a r e f u l  a n d  a l o t  m o r e  e x p l i c i t  in w h a t  t h e y  do. T h a t
m a y  n o t  be that, t h a t  m a y  be p u b l i c  p o l i c y  d e s i r e  t h a t  the co s t  
of t h a t  n e e d s  to be t h o u g h t  out. I s u p p o s e  t h e r e  a r e  g o i n g  tc be 
s o m e  c h a n g e s  in t r a d e  costs. By t r a d e  co s t s ,  I m e a n  t h a t  if y o u  
a r e  g o i n g  to c h a n g e  the r e s p e c t i v e  p r o t e c t i o n s  of c r e d i t o r s  a n d  
t he p r o t e c t i o n s  of s u p e r i o r l y  p o s t u r e d  i n v e s t o r s ,  th e n  t h e r e  m a y  
be c h a n g e s  in i n t e r e s t  r a t e s  or r a t e s  of r e t u r n  t o  s t o c k h o l d e r s  
a n d  to o f f i c e r s  a n d  d i r e c t o r s  a n d  c r e d i t o r s  in v i e w  of the
c h a n g i n g  p o s i t i o n s .  A n d  I w o u l d  i m a g i n e  t h a t  o n e  of t h e  t h i n g s
t h a t ' s  g o i n g  to h a v e  to be c o n s i d e r e d  by  a n y  o f f i c e r  or d i r e c t o r
of a c o r p o r a t i o n ,  t h a t  b e c a u s e  of one of t h e  p r o v i s i o n s  in the 
l a w  s u b j e c t  it t o  p o t e n t i a l  p e r s o n a l  l i a b i l i t y  in the e v e n t  of 
t h e  f a i l u r e  of the c o r p o r a t i o n  is the p o s s i b i l i t y  of a d d i t i o n a l  
i n d e m n i f i c a t i o n  c o s t s  in o r d e r  to a t t r a c t  p e o p l e  to be o f f i c e r s  
a n d  d i r e c t o r s  of c o m p l e x  b u s i n e s s  o p e r a t i o n s .  I t h i n k  w e  a l s o  
w a n t  to s u g g e s t  to t h e  c o m m i t t e e  the n e e d  to e v a l u a t e  t h e  impact,
w h a t  I w o u l d  call the b u s i n e s s  i m p a c t s .  For e x a m p l e ,  w o u l d  the
p o t e n t i a l  e x p o s u r e  of m a n y ,  p o t e n t i a l l y  m i l l i o n s  of d o l l a r s  to an  
i n d i v i d u a l  o f f i c e r  or d i r e c t o r ,  a n d  as I r e a d  t h i s  t h e r e  is a 
r i g h t  to g o  a g a i n s t  c e r t a i n  o f f i c e r s  a n d  d i r e c t o r s  for u p  to 
§25,000 per c r e d i t o r .  So  the §25,000 is m u l i t i p l i e d  by as m a n y  
of t h e s e  t r a d e  c r e d i t o r s  as t h e r e  m a y  be in a c o r p o r a t i o n .  W h a t  
is it g o i n g  to ta k e  to a t t r a c t  a p e r s o n  to b e c o m e  a n  o f f i c e r  or 
d i r e c t o r  of a c o r p o r a t i o n  w h e n  h e ' s  g o t  t h a t  p o t e n t i a l  e x p o s u r e .  
N o w  I d o n ' t  t h i n k  a n y o n e  can q u a r r e l  w i t h  the p r o p o s i t i o n
a d v a n c e d  by  the a d v o c a t e s  of t h i s  bi l l  t h a t  y o u  a r e  t r y i n g  to 
e n c o u r a g e  r e s p o n s i b l e  a c t i o n  by c o r p o r a t e  o f f i c e r s ,  a n d  the
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t h r e a t  t h a t  t h e y  m a y  b y  d i s s i p a t i o n  in c o r p o r a t e  a s s e t s  or 
i n a p p r o p r i a t e  b u s i n e s s  a c t i o n s  l e a v e  c r e d i t o r s  u n p r o t e c t e d  a n d  
t h e y  s h o u l d  be a w a r e  of that. T h a t  m a y  be a v a l i d  p u b l i c  
p o l i c y .  B u t  I do t h i n k  w e  n e e d  to c h i n k  o u t  if t h a t  is g o i n g  to
c h i l l  b u s i n e s s  e n t r e p r e n e u r s h i p  in the S t a t e  of A l a s k a  or f r e e z e
o u t  or p r e c l u d e  a c c e s s  t o  the m o s t  q u a l i f i e d  e x e c u t i v e s  to come 
in a n d  o p e r a t e  c o r p o r a t i o n s  b e c a u s e  of t h i s  c o n c e r n .  A n d  I w o u l d  
be e v e n  m o r e  p a r t i c u l a r l y  c o n c e r n e d  if it w e r e  n e c e s s a r y  to
a t t r a c t  a h i g h l y  q u a l i f i e d  p e r s o n  to  c o m e  in a n d  r u n  a t r o u b l e d  
c o r p o r a t i o n .  A n d  if y o u  h a v e  a c o r p o r a t i o n  t h a t  is s a l v a g e a b l e  
b u t  in f i n a n c i a l  d i f f i c u l t y  a n d  y o u  w a n t  to  a t t r a c t  s o m e o n e  to 
c o m e  in a n d  i n v o l v e  h i m s e l f  w i t h  t h a t  e n t e r p r i s e ,  is h e  d o i n g  so 
a t  s u c h  a g r e a t  p e r i l  t h a t  y o u  c a n n o t  a t t r a c t  t h a t  k i n d  of
i n d i v i d u a l  to y o u r  c o m p a n y .  F i n a l l y ,  I t h i n k  I w o u l d  w a n t  to 
s u g g e s t  to the c o m m i t t e e  t h a t  o n e  n e e d s  to c o n s i d e r  the b r o a d  
b a s e d  e c o n o m i c  i m p a c t s .  I d o n ' t  t h i n k  it, I r e a l i z e  w e  m a y  be
f o c u s i n g  an u n w a r r a n t e d  a m o u n t  of a t t e n t i o n  o n  o n e  s e c t i o n  of a
b i l l  t h a t  c o n t a i n s  s e v e r a l  h u n d r e d  s e c t i o n s ,  b u t  n o n e t h e l e s s ,  
w h e n  y o u  s t a r t  g e t t i n g  in to w h e r e  the d o l l a r s  go a n d  w h o s e  
p o c k e t b o o k  is e x p o s e d ,  it b e c o m e s  i m p o r t a n t .  A n d  t h e  q u e s t i o n  I 
w o u l d  r a i s e  w i t h  r e s p e c t  to e c o n o m i c  i m p a c t  is w e  a r e  t r y i n g  in 
t h i s  st a t e ,  a n d  I b e l i e v e  it's the p r o f e s s e d  p o s t u r e  of the 
l e g i s l a t u r e ,  t h a t  w e  a r e  t r y i n g  to e n c o u r a g e  i n v e s t m e n t  in 
e c o n o m i c  a c t i v i t i e s  in t h e  s t a t e  w h i c h  so far h a v e  p r o v e n  to be
l e s s  c e r t a i n  t h a n  o t h e r  t y p e s  of i n v e s t m e n t s .  W e  d o n ' t  n e e d  to
e n c o u r a g e  p e o p l e  to g e t  i n v o l v e d  in t h e  oil i n d u s t r y .  It's a 
r a t h e r  c e r t a i n  p r o f i t a b l e  r e t u r n  o n  t h a t  i n v e s t m e n t .  B u t  v,Hat 
a b o u t  b u s i n e s s  e n t e r p r i s e s  a r o u n d  the f i s h i n g  i n d u s t r y ,  a r o u n d  
t h e  t i m b e r  i n d u s t r y ,  a r o u n d  the a g r i c u l t u r a l  i n d u s t r y ,  a n d  o ther 
i n d u s t r i e s  w h e r e  w e  are t r y i n g  to e n c o u r a g e  i n v e s t m e n t ,  but w h e r e  
t h e  o p p o r t u n i t e s  for a b s o l u t e  c e r t a i n t y  of r e t u r n  a r e  l e s s  known 
to us. A r e  w e  g o i n g  to c h i l l  b u s i n e s s  e n t r e p r e n e u r s h i p  b e c a u s e  
the p e r s o n  is u n w i l l i n g  to c o m m i t  $100,000 a n d  p u t  t h a t  in t o  a 
c o r p o r a t i o n  a n d  s e e  if I c a n  m a y  a go  of it in o n e  of t h e s e  
m a r g i n a l  i n d u s t r i e s .  But if I h a v e  to f u r t h e r  e x p o s e  my 
r e s o u r c e s  b e y o n d  t h a t  i n v e s t m e n t  b e c a u s e  t h r o u g h  c i r c u m s t a n c e s  
t h a t  I m a y  c o n t r o l  or m a y  be b e y o n d  m y  c o n t r o l ,  I e x p o s e  m y s e l f  
to l i a b i l i t y  b e y o n d  w h a t  I a m  p r e p a r e d  to c o m m i t ,  I a m  not 
w i l l i n g  to do it a n d  thus, p / e c l u d e  t h e  t y p e  of a c c e s s ,  the type 
of b u s i n e s s  e n t e r p r i s e  t h a t  y o u ' r e  t r y i n g  to e n c o u r a g e  in t h e s e  
m a r g i n a l  i n d u s t r i e s .  T h o s e  are the k i n d s  of t h i n g s  w e  n e e d  to 
t h i n k  a b o u t .  A g a i n ,  I k n o w  th a t  t h e r e  is a g r e a t  a m o u n t  of g o o d  
in t h i s  bill. N o t  o n l y  do I k n o w  it b e c a u s e  of t h e  c a l i b e r  of 
p e o p l e  w h o  h a v e  w o r k e d  o n  it, I ' v e  g o n e  t h r o u g h  it a n d  I kn o w  
h a v i n g  w o r k e d  in t h e  e x i s t i n g  c o r p o r a t i o n  c o de, t h a t  t h e r e  is 
r o o m  for i m p r o v e m e n t  a n d  the d e s i r a b i l i t y ,  j u s t  the g e n e r a l  
a d v i s a b i l i t y  of g e t t i n g  i n t o  the c o r p o r a t i o n s  c o d e  a n d  c l e a n i n g  
it up  I t h i n k  is m e r i t o r i o u s .  B u t  I w o u l d  u r g e  the c o m m i t t e e s  to 
m o v e  w i t h  g r e a t  c a u t i o n  w h e n  y o u  s t a r t  m a k i n g  s u b s t a n t i v e  c h a n g e s  
t h a t  a r e n ' t  w e l l  u n d e r s t o o d  by the b u s i n e s s  c o m m u n i t y  b u t  c o u l d  
h a v e  a t r e m e n d o u s  e c o n o m i c  i m p a c t  o n  them, on the e c o n o m y



g e n e r a l l y  a n d  on b u s i n e s s e s  s p e c i f i c a l l y .  It is t h e  r e q u e s t  of 
our t a s k  f o r c e  w h i c h  is j u s t  c r e a t e d  t h a t  y o u  w o u l d  g i v e  us time 
to m o r e  p a r t i c u l a r l y  a n a l y z e  the b i l l  f r o m  t h o s e  k i n d s  of a s p e c t s  
anc7 s u b m i t ,  y o u  m i g h t  c a l l  it our i m p a c t  r e p o r t  to y o u  for your 
c o n s i d e r a t i o n .  T h a n k  you.

C O W D E R Y :  T h a n k  you, Mr. B l o c k .  It is our i n t e n t i o n  to 
h e a r  t e s t i m o n y  on t h i s  a n d  m a y b e  a s k  q u e s t i o n s  a n d  t h e n  p o s s i b l y  
d e v e l o p m e n t  so m e  a m e n d m e n t s  for a s u b s t i t u t e  b i l l  for r e v i e w  by 
a n o t h e r  c o m m i t t e e  I t h i n k  or m a y b e  t w o  m o r e  c o m m i t t e e s  to be 
r e f e r r e d  to b e f o r e  f i n a l  action. I w o u l d  l i k e  to ask one 
q u e s t i o n .  In y o u r  c a p a c i t y  as k n o w l e d g e ,  it is my  u n d e r s t a n d i n g  
t h a t  m a n y  s m a l l  c o r p o r a t i o n s ,  p a r t i c u l a r l y  s m a l l  ones, have 
h o n o r a r y  d i r e c t o r s  or m a y b e  f a m i l y  m e m b e r s  a p p o i n t e d  for one 
r e a s o n  or a n o t h e r ,  if I u n d e r s t a n d  s o m e  of the l a n g u a g e  in this 
b ill, t h a t  it c o u l d  p o s s i b l y  m a y b e  e v e n  a t t o r n e y s  I u n d e r s t a n d  
a r e  n o t e d  in s o m e  c o r p o r a t i o n s ,  b u t  I t h i n k  t h e  a t t o r n e y s  
p r o b a b l y  h a v e  i n s u r a n c e  to cover a n y  l i a b i l i t y ,  b u t  s o m e  of the 
o t h e r  a r e a s  I've m e n t i o n e d  m a y  n o t  be a w a r e  of t h i s  i n s u r a n c e .  
B u t  i t ' s  m y  u n d e r s t a n d i n g  the bill r e a d s  t h a t  e v e n  t h e s e  p e o p l e  
c o u l d  be l i a b l e  a t  a l a t e r  date for s o m e  of the l i a b i l i t i e s  of a 
c o r p o r a t i o n  t h a t  w e n t  bad.

B L O C K :  R e p r e s e n t a t i v e  C o w d e r y ,  I t h i n k  t h a t ' s  one of 
the p o i n t s  I a m  t r y i n g  to m a k e  is t h a t  I t h i n k  t h e r e  is a lot of 
p e o p l e  w h o  a r e  m a y b e  s l e e p i n g  in b l i s s  w i t h  r e s p e c t  to t h i s  and 
w i l l  s o m e  d a y  w a k e  u p  to the fact t h a t  t h e y  h a v e  e x p o s u r e s  they 
d i d n ' t  k n o w  t h e y  had. But that m a y  n o t  be bad. I a m  n o t  saying 
t h a t  t h e  p r o p o s i t i o n  t h a t  o f f i c e r s  a n d  d i r e c t o r s  s h o u l d n ' t  s t and 
b e h i n d  t h e i r  a c t i o n s .  T h a t  m a y b e  a v a l i d  p u b l i c  p o l i c y .  I am 
n o t  s a y i n g  it is or is not. W h a t  I a m  s a y i n g  is I d o n ' t  think 
to o  m a n y  p e o p l e  a r e  a w a r e  that t h a t ' s  w h a t  y o u ' r e  t a l k i n g  about. 
N u m b e r  one. A n d  n u m b e r  two I t h ink w e  n e e d  to go  b e y o n d  ju s t  the 
c o n s i d e r a t i o n  of do we  n e e d  m o r e  p r o t e c t i o n  for c r e d i t o r s  and 
l e s s  p r o t e c t i o n  for t h e  c o r p o r a t e  e n t r e p r e n e u r s  a n d  c o n s i d e r  wh a t  
c o u l d  be the i m p a c t  o n c e  e v e r y b o d y  u n d e r s t a n d s  t h i s  a n d  g e t t i n g  
p e o p l e  to go  i n t o  b u s i n e s s  and i n v o l v e  t h e m s e l v e s  in b u s i n e s s  
e n t e r p r i s e .  L e t  m e  a d d  one f u r t h e r  point, s i n c e  y o u  I think? 
p e r h a p s ,  s o m e w h a t  a c c i d e n t a l l y  t o u c h e d  m e  in a s o f t  s p o t  w h e n  you 
m e n t i o n e d  i n s u r a n c e .  I do not b e l i e v e  at  t h e  p r e s e n t  time, 
c e r t a i n l y  u n d e r  m o s t  o f f i c e r s  a n d  d i r e c t o r s  p o l i c i e s ,  a n d  once 
t h i s  b i l l  w e r e  c h a n g e d  I a m  c e r t a i n  t h e r e  w o u l d  be a m e n d m e n t s  to 
th e  p o l i c i e s  to ta l k  a b o u t  the e x p o s u r e  of th i s  p a r t i c u l a r  type 
of e x p o s u r e .  T h a t ' s  n o t  to say t h a t  I c a n  t e l l  y o u  w e  can ma k e  
a n y t h i n g  i n s u r a b l e .  S o m e  of the m o r e ,  I a m  l o o k i n g  a r o u n d  I 
t h i n k  J o e  y o u  w e r e  the o n l y  one w h o  w a s  h e r e  in t h o s e  days, we 
m a d e  a l o t  of u n i n s u r a b l e  things i n s u r a b l e .  A n d  t h i s  m i g h t  be 
o n e  of them. But a s  a g e n e r a l  p r o p o s i t i o n ,  I d o n ' t  t h ink it's 
c o n t e m p l a t e d  in the r i s k  that for E & 0 p r o t e c t i o n  for o f f i c e r s  
a n d  d i r e c t o r s .



U E H L I N G : T h a n k  you, Mr. C h a i r m a n .  In g o i n g  b a c k  to the 
l i a b i l i t y  q u e s t i o n  on  the d i r e c t o r s  of t h e  c o r p o r a t i o n  a n d  you 
m e n t i o n e d  a n o t h e r  p a r t y ,  the d i r e c t o r s  a n d  . . .

B L O C K :  A n d  c e r t a i n  n a m e d  o f f i c e r s .

U E H L I N G :  A n d  c e r t a i n  n a m e d  o f f i c e r s .  W h a t  a b o u t  in the 
c a s e  w h e r e  y o u  h a v e  a s i t u a t i o n  w h e r e  a c o r p o r a t i o n  is p u r p o s e l y  
b a n k r u p t  a n d  goes d o w n  the tubes, a n d  t h e n  w h e r e  is the l i a b i l i t y  
in p r e s e n t  l a w  r i g h t  n o w ?  W h o  h o l d s  t h e  l i a b i l i t y  o n  t h a t ?  Then 
t h e y  s e t  u p  a n o t h e r  c o r p o r a t i o n  a n d  t h e n  go o n  a n d  do t h i s  as a 
c h a i n  r e a c t i o n .

BL O C K :  Re p .  U e l i n g ,  y o u  m a d e  a c o m m e n t  a n d  I ' m  not 
q u i t e  s u r e  w h a t  y o u  m e a n t  by  it. I ' l l  t r y  t o  i n t e r p r e t  it w h e n  
yo u  s a i d  d e l i b e r a t e l y  b a n k r u p t ,  p u r p o s e l y  b a n k r u p t .  If y o u  are 
t a l k i n g  a b o u t  p e o p l e  w h o  v;ith i n t e n t  to d e f r a u d  c r e d i t o r s  f o r m s  a 
c o r p o r a t i o n  a n d  e i t h e r  f a i l s  to p r o p e r l y  c a p i t a l i z e  it, or 
c a p i t a l i z e s  it i n c u r s  the o b l i g a t i o n s  a n d  s t r i p s  the c a p i t a l  or 
the a s s e t s  out of it. T h e r e  are a l r e a d y  r e m e d i e s ,  the d e l i b e r a t e  
f r a u d  of a c r e d i t o r  is a l r e a d y  a c t i o n a b l e .  A n  i m p r o p e r l y  
c a p i t a l i z e d  c o r p o r a t i o n  s u b j e c t s  t h e  s t o c k h o l d e r s  of that 
c o r p o r a t i o n  to the d o c t r i n e  of p i e r c i n g  the c o r p o r a t e  v e i l  to 
r e a c h  b e h i n d  a c o r p o r a t e  s h ell a n d  g e t  at  the i n d i v i d u a l s .  So, 
if y o u ' r e  r e a l l y  t a l k i n g  a b o u t  a m a l i c i o u s  a c t  to t r y  a n d  f r aud 
the c r e d i t o r s ,  you h a v e  a l r e a d y  g o t  e x i s t i n g  ca s e  a n d  s t a t u t o r y  
l a w  to p r o t e c t  you. I t h i n k  the c o n c e r n  h e r e  is t h a t  t h i s  goes 
b e y o n d  that, a n d  w e  a r e  t a l k i n g  a b o u t  w h a t  h a p p e n s  if y o u  h a v e  a 
p r o p e r l y  c a p i t a l i z e d ,  l e g i t i m a t e l y  r u n  o p e r a t i o n  a n d  e i t h e r  at 
s o m e  p o i n t  d o w n  t h e  r o a d  t h e r e  are s o m e  s t r i p p i n g  out of a s s e t s  
or m a y b e  n o t  but s i m p l y  the c o r p o r a t i o n  is j u s t  u n s u c c e s s f u l  
b e c a u s e  of e c o n o m i c  c o n d i t i o n s  or for w h a t e v e r  o t h e r  reason. 
T h a t ' s  t h e  n e w  i m p a c t  of t h i s  bill.

U E H L I N G :  A n d  then, also, a f o l l o w  up q u e s t i o n .  The 
$ 2 5 , 0 0 0  l i a b i l i t y  q u e s t i o n ,  w h a t  a b o u t  in t h a t  case, h o w  does 
t h a t  r e l a t e  to w h a t  w e  p r e s e n t l y  h a v e  in law r i g h t  now. T h e r e  is 
not a $ 2 5 , 0 0 0  per c r e d i t o r  l i a b i l i t y  r i g h t  now, is t h a t  c o r r e c t ?

BLO C K :  W e l l ,  as I i n d i c a t e d  I t h i n k  c u r r e n t  l a w  does 
p r o v i d e  t h a t  if t h e r e  is a d e l i b e r a t e  or f r a u d u l e n t ,  y o u  know, 
f r a u d  a g a i n s t  the c r e d i t o r s ,  t h e r e  is a p r o t e c t i o n ,  but, of 
c o u r s e ,  t h e n  it is u n l i m i t e d  as to a m o u n t .  Y o u  go a f t e r  t h e m  for 
the f u l l  a m o u n t  of y o u r  o b l i g a t i o n .  For the c i r c u m s t a n c e s  th a t  I 
am  c o n c e r n e d  ab o u t ,  I d o n ' t  b e l i e v e  t h e r e  is a n y t h i n g  in the 
s t a t u t e .  T h i s  w o u l d  be the new p r o v i s i o n .  It says t h a t  these 
p a r t i c u l a r l y  s p e c i f i e d  o f f i c e r s  a n d  d i r e c t o r s  a r e  e x p o s e d  for up 
to $ 2 5 , 0 0 0  p e r  c r e d i t o r  in the e v e n t  the c o r p o r a t i o n .  Y o u  ha v e  
go t  to, a c c o r d i n g  to the s t a t u t e  t h a t ' s  p r o p o s e d  here, e x h a u s t  
the a s s e t s  of the c o r p o r a t i o n .  So i t  is n o t  r e l e v a n t  if y o u  have 
a s u c c e s s f u l  c o r p o r a t i o n .  But if the thing, the l i a b i l i t i e s
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e x c e e d  t h e  a s s e t s  a n d  y o u  p a i d  o u t  a l l  of the a s s e t s  p r o r a t a b l y  
or w h a t e v e r  o t h e r  w a y  to c r e d i t o r s  a n d  t h e r e  a r e  m o n e y s  le f t  due 
a n d  o w i n g ,  t h e n  e a c h  c r e d i t o r  w o u l d  be e n t i t l e d  to go a g a i n s t  
t h e s e  i n d i v i d u a l s  up  to  $ 2 5 , 0 0 0  a s  I r e a d  the s t a t u t e .

C O W D E R Y :  R e p .  F u rnace.

F U R N A C E :  T h a n k  you, Mr. C h a i r m a n .  I h a v e  t h r e e
q u e s t i o n s .  T h e  f i r s t  ha's to do w i t h  the s e c o n d a r y  l i a b i l i t y .  In 
y o u r  o p i n i o n ,  s h o u l d  t h a t  b e  an a v e r a g e  of $ 2 5 , 0 0 0 0  r a t h e r  t h a n  a 
per c r e d i t o r ,  is t h a t  an  a l t e r n a t i v e ?

BLOCK: W e l l ,  Rep. Fu r n a c e ,  I t h i n k  t h e  p o i n t  I ' m  m a k i n g  
is t h a t  I a m  not s u r e  the c o n c e p t  is valid, a n d  I t:.ink t h a t ' s  
w h a t  w e  w a n t  to l o o k  a t  is w h e t h e r  t h e r e  s h o u l d  be a n y  s t a t u t o r y  
e x p o s u r e  for o f f i c e r s  a n d  d i r e c t o r s  b e y o n d  o b v i o u s l y  i n  the ca s e  
t h a t  Rep. U e h l i n g  t a l k e d  about, fra u d ,  or the i n v e s t m e n t  t h a t  the 
e n t r e p r e n e u r s  p u t  i n t o  the c o r p o r a t i o n .  O n c e  y o u  get over that, 
o n c e  y o u  say it is to be the p u b l i c  p o l i c y  a n d  w h a t e v e r  it m a y
c o s t  in b u s i n e s s  i m p a c t  t h a t  w e  a r e  g o i n g  to m a k e  o f f i c e r s  a n d
d i r e c t o r s  r e s p o n s i b l e ,  t h e n  you a r e  o n l y  b a l k i n g  a b o u t  how much. 
I h a v e n ' t  r e a l l y  t h o u g h t  o u t  the r i g h t  w a y  to do that, th i s  m a y  
be as g o o d  as any.

F U R N A C E :  T h e  s e c o n d  q u e s t i o n ,  o f t e n  t i m e s  w e  say if
i t ' s  not broke, d o n ' t  fix it. In y o u r  o p i n i o n ,  is the p r e s e n t
c o d e  b r o k e ?

BLOCK: I ' v e  g o t  two a n s w e r s  to that. G u e s s  t h a t ' s  w h y  
I a m  a lawyer. O n e  a n s w e r  is no, i t ' s  n o t  b r o k e  in the s e n s e
t h a t  if y o u  look o u t s i d e  y o u  c a n  see the S t a t e  of A l a s k a  is
f i l l e d  w i t h  b u s i n e s s  e n t e r p r i s e s  th a t  a r e  o p e r a t i n g
s u c c e s s f u l l y .  C o r p o r a t i o n s  are b e i n g  f o r m e d  a n d  b u s i n e s s  g o i n g  
on all in the c o n t e x t  of our e x i s t i n g  code. So in th a t  s e n s e  I 
d o n ' t  see a b u r n i n g  n e e d  to j u m p  in a n d  c h a n g e  the law. I do 
h a v e  to a c k n o w l e d g e ,  h o w e v e r ,  t h a t  o u r  l a w  is l i k e  so m a n y  of our 
codes, w e  j u s t  k i n d  of l i f t e d  out of a n o t h e r  s t a t e  a n d  p l u n k e d  it 
in h e r e  w i t h o u t  a w h o l e  l o t  of t h o u g h t  a s  to w h a t  it m e a n s  in the 
S t a t e  of A l a s k a .  T h e r e  are a lot of t h i n g s  in our c o d e  that, y o u
know, h a v i n g  w o r k e d  w i t h  it, I f i n d  a r e  d i f f i c u l t  to i n t e r p r e t
a n d  w o r k  w i t h .  A n d  I w o u l d  say t h a t  it is a p p r o p r i a t e  t h a t  our
c o d e  be r e v i e w e d ,  m o d e r n i z e d ,  m a d e  r e l e v a n t  to t h e  e c o n o m i c
c o n d i t i o n s  in our state, so I c e r t a i n l y  d o n ' t  o p p o s e  the e f f o r t  
g o i n g  f o r w a r d .  My c o n c e r n  i s n ' t  t h a t  w e  n o t  r e v i e w  our code,
o n l y  t h a t  w e  c o n s i d e r  w h a t  the s u b s t a n t i v e  c h a n g e s  m e a n  to the 
b u s i n e s s  c o m m u n i t y .

F U R N A C E :  T h e  l a s t  q u e s t i o n ,  Mr. C h a i r m a n ,  a n d  a s k i n g  an 
o p i n i o n .  1 a g r e e  t h a t  t h i s  c o d e  r e v i s i o n  h a s  a s i g n i f i c a n t  
i m p act, p h i l o s o p h i c a l l y ,  o n  c o m m e r c e  in the S t a t e  of A l a s k a .  In 
t h a t  light, in y o u r  o p i n i o n ,  h o w  to we b e t t e r  i n v o l v e  the
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b u s i n e s s  c o m m u n i t y  in u n d e r s t a n d i n g  t h e  v a r i o u s  i m p l i c a t i o n s  of 
t h i s  b i l l ?

BL O C K :  W e l l ,  t h a t ' s  p e r h a p s  the m o s t  f a i r  q u e s t i o n  a n d  
m o s t  d i f f i c u l t  to a n s w e r .  I do k n o w  t h e r e  h a s  b e e n  a v e r y  
a f f i r m a t i v e  e f f o r t  by the c o d e  r e v i s i o n  c o m m i s s i o n  a n d  
p a r t i c u l a r l y  P r o f e s s o r  F e s s l e r  to r e a c h  o u t  a n d  e x p l a i n  t h e  
bill. I k n o w  that h e  h a s  g i v e n  a n u m b e r  of s e m i n a r s  a n d  
c o n t i n u i n g  l e g a l  e d u c a t i o n  p r e s e n t a t i o n s  to the bar, so t h a t  m o s t  
l a w y e r s  o u g h t  to be a w a r e  of it, a n d  h o p e f u l l y  l a w y e r s
r e p r e s e n t i n g  b u s i n e s s  c l i e n t s  w i l l  be p a s s i n g  t h a t  i n f o r m a t i o n  
b a c k  to t h e i r  c l i e n t s .  I do n o t  k n o w  t h a t  t h e r e  h a s  b e e n  a n
e q u a l  e f f o r t  in the n o n - b a r  b u s i n e s s  c o m m u n i t y .  Now, I a m  aw a r e ,  
for e x a m p l e ,  I saw a b u l l e t i n  i s s u e d  by the A l a s k a  S t a t e  C h a m b e r  
of C o m m e r c e  v e r y  r e c e n t l y  b r i n g i n g  the a t t e n t i o n  of its
m e m b e r s h i p  to the e x i s t e n c e  of t h i s  bill. But a s  fa*- as a l o t  of 
e d u c a t i o n ,  I a m  r e a l l y  n o t  s u r e  w h a t ' s  g o i n g  on. I h a v e  to say, 
Rep. F u r n a c e ,  the r e s p o n s i b i l i t y  of t h e  c h a m b e r s  of c o m m e r c e  a n d  
the b u s i n e s s  grou p s ,  a n d  the, y o u  m i g h t  say, the s p e c i a l  t r a d e  
a s s o c i a t i o n s  to dig in a n d  l e a r n  t h e s e  t h i ngs. I d o n ' t  k n o w  h o w  
m u c h  m o r e  the l e g i s l a t u r e  can do. I k n o w  y o u ' v e  run a d s  a n d  o n e  
t h i n g  a n d  a n o t h e r  l e t t i n g  p e o p l e  k n o w  of th i s  g o i n g  on, b u t
n o n e t h e l e s s ,  I s t i l l  t h i n k  y o u  m a y  h a v e  to r e a c h  o u t  a l i t t l e
m o r e  a n d  m a k e  sure y o u  a r e  g e t t i n g  a tr u e  s t u d y  of w h a t  the
i m p a c t  is on  the b u s i n e s s  c o m m u n i t y .  B e y o n d  t h a t  I ' m  n o t  su r e  I
c a n  g i v e  y o u  a d e f i n i t i v e  a n s wer.

F U R N A C E :  G ood. T h a n k  you, Mr. Bl o c k .  Mr. C h a i r m a n ,  I 
t h i n k  Mr. B l o c k  has m a d e  a v e r y  v a l i d  p o i n t .  P e r h a p s  w h a t  w e  
s h o u l d  do is h o l d  a t e l e c o n f e r e n c e  s p e c i f i c a l l y  w i t h  c h a m b e r s  of 
c o m m e r c e  t h r o u g h o u t  the S t a t e  of Alaska.. T h a t ' s  p r o b a b l y  o n e  of 
t he m o s t  d i r e c t  w a y s  t h a t  w e  can i n v o l v e  the b u s i n e s s  p e r s o n s .  I 
a m  c o n c e r n e d  a b o u t  th i s  h e r e  today.

C O W D E R Y :  I h a v e  one q u e s t i o n  to t o u c h  on a n d  t h e n  I'11,- 
Rep. P u s s e l l  h a s  s o m e  q u e s t i o n s  too. Y o u  t o u c h e d  o n  a n  a r e a  
t h e r e  it s e e m s  to m e  t h a t  d i r e c t o r s ,  p r e s e n t  day d i r e c t o r s  or 
p a s t  d i r e c t o r s ,  c o u l d  o b l i g a t e  a c o m p a n y  a n d  t h e n  to a p o i n t  
w h e r e  m a y b e  it p r o v e d  to be a f i n a n c i a l ,  real d i f f i c u l t  for the 
c o m p a n y ,  a n d  t h e n  the d i r e c t o r s  c o u l d  l e a v e  a n d  n e w  d i r e c t o r s  
c o m e  in. It is my u n d e r s t a n d i n g  t h a t  t h i s  b i l l  w o u l d ,  the n e w  
d i r e c t o r s  ' w o u l d  a s s u m e  l i a b i l i t i e s ,  is t h a t  y o u r  
i n t e r e p r e t a t i o n ?

B L O C K :  I ' m  n o t  su r e  t h a t  t h a t ' s  the c o r r e c t
i n t e r p r e t a t i o n .  I a m  n o t  s u r e  I c o u l d  t e l l  y o u  w h a t  the c o r r e c t  
i n t e r p r e t a t i o n  is as I re a d  the s t a t u t e .  It s a y s  is l i a b l e  f* r 
m a t e r i a l s ,  g o o d s  a n d  s e r v i c e s  p r o v i d e d  to the c o r p o r a t i o n  at ,.e 
t i m e  t h e y  w e r e  in o f f i c e .  I think, it's n o t  the e x a c t  w o r d i n g ,  
but e s s e n t i a l l y  the t h r u s t .  How t h a t  w o u l d  be i n t e r p r e t e d  in 
p r a c t i c a l  fact w h e n  g e n e r a l l y  cash f l o w  g o e s  to pay the o l d e s t
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d e b t s .  I ' m  n o t  too sure. But, ag a i n ,  t h a t ' s  o n e  of t h e  t h i n g s  
t h a t  n e e d s  to be t h o u g h t  out.

C O W D E R Y :  A  q u e s t i o n  t h a t  p o s s i b l y  a d i r e c t o r  c o u l d
o r d e r  s o m e t h i n g  t h a t  w o u l d n ' t  be d e l i v e r e d  for a y e a r  or two or 
l a t e r ,  a n d  I w a s  w o n d e r i n g  t h a t  a t  t h e  t i m e  of the d e l i v e r y  if 
t h e  l i a b i l i t y  w a s ,  t h e  c o m m i t m e n t  w a s  m a d e  e a r l i e r ,  b u t  the t i m e  
of d e l i v e r y  w o u l d  t h e  l i a b i l i t y  i n c u r  a t  t h a t  time, a n d  I w a s  
j u s t  w o n d e r i n g  if t h a t  w o u l d  b e  a g r e y  a r e a  in y o u r  o p i n i o n ?

BLOCK: W e l l ,  t h e  m o s t  I c o u l d  say to that, Rep.
C o w d e r y ,  is it w o u l d  b e  a g r e y  a rea. P r o b a b l y  i t ' s  m o r e  g r e y  in 
m y  m i n d  t h a n  it m a y  be in P r o f e s s o r  F e s s l e r ' s  or in the co d e  
c o m m i s s i o n ' s  m i nd. T h e y  m a y  b e  a b l e  to s p e c i f i c a l l y  a d d r e s s  
t hat. I ' m  n o t  s u r e  I k n o w  t h e  a n s w e r .

C O W D E R Y :  Than!; yo u .  Rep. B u s s e l l .

B U S S E L L :  T h a n k  yo u ,  Mr. C h a i r m a n .  A r e  t h e r e  m e m b e r s  of 
t h e  J u d i c i a r y  C o m m i t t e e  t h a t  w i s h  to a s k  Mr. B l o c k  a q u e s t i o n ?  
Rep. W e n d t e .

W E N D T E :  T h a n k  you, Mr. C h a i r m a n .  I g a t h e r  f r o m  your 
t e s t i m o n y  y o u  s e e m  to e m p h a s i z e  two m a i n  p o i n t s  in t e r m s  of w h a t  
y o u  c a l l  s i g n i f i c a n t  or s u b s t a n t i v e  c h a n g e s  in l e g i s l a t i o n .  O n e  
b e i n g  t h a t  t h e r e  w i l l  be s u b s t a n t i a ]  a d d i t i o n a l  l e g a l  w o r k  in 
t e r m s  of i m p a c t  on a n y  c o r p o r a t i o n  a n d  s e c o n d l y ,  y o u  p a r t i c u l a r l y  
f o c u s e d  o n  the l i a b i l i t y  b e t w e e n  c l a s s e s  of p e o p l e ,  p a r t i c u l a r l y  
th e  i m p a c t  on d i r e c t o r s .  T h o s e  a r e  the o n l y  two s i g n i f i c a n t  
c h a n g e s  in th i s  d o c u m e n t ?

B L O C K :  Oh, no, sir. T h e y  a r e  not. W h a t  I t r i e d  to do 
w a s  s o r t  of c l a s s i f y  the c h a n g e s ,  b u t  n o t  to d e l i n e a t e  them, g i v e  
s o m e  e x a m p l e s .  T h e r e  a r e  o t h e r  c h a n g e s .  A n o t h e r  v e r y  
s i g n i f i c a n t  a r e a  of c h a n g e  is the a u t h o r i t y  to p a y  d i v i d e n d s ,  to 
d i s t r i b u t e  c o r p o r a t e  a s s e t s  to the s t o c k h o l d e r s .  T h e r e  is a 
s i g n i f i c a n t  c h a n g e  in that. T h e r e  is a l s o  a s i g n i f i c a n t  c h a n g e  
w h i c h ,  i n c i d e n t a l l y ,  m a y  be an a p p r o p r i a t e  a n d  b e n e f i c i a l  change, 
I d o n ' t  know, b u t  i- n e e d s  to be t h o u g h t  out. In b r i n g i n g  the 
c o r p o r a t i o n  co d e  p r o v i s i o n s  for c l a s s i f i c a t i o n  of e q u i t y  a c c o u n t s  
m o r e  up  to the w a y  t h a t  the g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  
p r o c e d u r e s  w o u l d  c h o o s e  to h a v e  t h o s e  e q u i t y  a c c o u n t s  r e l e c t e d .  
A n d  as I s a y  t h e r e  m a y  be a b e n e f i c i a l  c h a n g e  in the c o d e  to do 
that, but it is a s i g n i f i c a n t  a n d  s u b s t a n t i v e  c h a n g e  a n d  in so 
do i n g ,  it c h a n g e s  to s o m e  d e g r e e  the p e r m i s s i b l e  o p p o r t u n i t i e s  in 
w h i c h  to d i s t r i b u t e  a s s e t s  or p r o f i t s  to s t o c k h o l d e r s .  So t h e r e  
is a s u b s t a n t i v e  c h a n g e  there. I'd h a v e  to tell y o u  t h a t  I n a v e  
n o t  c o m p l e t e l y  a n a l y z e d  t h i s  to e x a c t l y  see w h a t  the true i m p a c t  
is, b e c a u s e  I t h i n k  in o r d e r  to u n d e r s t a n d  it I n e e d  to sit do w n  
w i t h  an a c c o u n t a n t  a n d  u n d e r s t a n d  h o w  t h e y  i n t e r p r e t  it, w h i c h  I 
h a v e n ' t  d o n e  a n d  one of the t h i n g s  I t h i n k  w o u l d  be p a r t  of our
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s t u d y  in u n d e r s t a n d i n g  t h e  e c o n o m i c  i m p a c t  of this. B u t  I t h i n k  
t h a t ' s  a s u b s t a n t i v e  a r e a  I d i d n ' t  m e n t i o n  b e f o r e .

W E N D T E :  In the a r e a  of d i r e c t o r  a n d  o f f i c e r  l i a b i l i t y ,  
a r e  t h e r e  m a j o r  p r o b l e m s  in l i t i g a t i o n  in the s t a t e  r i g h t  n o w  
that h a s  e i t h e r  n o t  b e e n  a c c o m m o d a t e d  b y  the c o u r t  or i n d i c a t e  
t h e r e  is n e e d  to c o r r e c t  s t a t u t e s ?  A r e  t h e r e  m a j o r  c h a n g e s  or 
v o l u m e s  of t h ose t y p e s  o_£ c a s e s  w i t h i n  the c o u r t  s y s t e m  in A l a s k a  
r i g h t  n o w ?  I g u e s s  w h a t  I a m  t r y i n g  to g e t  a t  is it b r o k e n  . . .

BLOCK: A r e  y o u  a s k i n g  m e  a r e  t h e r e  a p l e t h o r a  of E & 0 
c a s e s  a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s  in the S t a t e  of A l a s k a ?  I 
g u e s s  I ' d  h a v e  to say I d o n ' t  k n o w  w h e t h e r  t h e r e  a r e  or a r e  not. 
I a m  n o t  a w a r e  of them, b u t  t h e r e  c o u l d  w e l l  be s o m e  t h a t  I a m  
u n f a m i l i a r  with.

W E N D T E :  T h e  bar tr.rough y o u r  t a s k  f o r c e  i n d i c a t e s  t h a t  
t h e y  n e e d  m o r e  t i m e  to . . . w h e n  do y o u  e x p e c t  to c o m p l e t e
that,

B LOCK: It is m y  e x p e c t a t i o n  w e  h a v e  s c h e d u l e d  our w o r k  
a c t i v i t i e s  so w e  c o u l d  h a v e  o u r  i m p a c t  r e p o r t  b a c k  to y o u  in 
a b o u t  30 days.

W E N D T E :  Y o u  a r e  a w a r e ,  of c o u r s e ,  this b ‘11 w a s
i n t r o d u c e d  ten m o n t h s  ago i n  A p r i l  of l a s t  y e a r .  C ’ven  the 
r e s p o n s i b i l i t y  of t h e  bar to t h e i r  c l i e n t s  a n d  I g u e s s  the 
r e l a t i o n s h i p  b e t w e e n  the bar a n d  t h e  st a t e ,  t h a t  h a s  n o t  p r o v i d e d  
e n o u g h  t i m e  for r e v i e w ?

BL O C K *  I am  not, I d o n ' t  w i s h  to try to e i t h e r  e x p l a i n  
or try to a p o l o g i z e  for the r e s p o n s i v e n e s s  of the bar. I w o u l d  
h a v e  h o p e d  t h a t  the bar a s s o c i a t i o n  w o u l d  h a v e  t a k e n  a m o r e  e a r l y  
l o o k  at this, a n d  i n d e e d  t r i e d  to g e t  a b e t t e r  u n d e r s t a n d i n g  of 
it by i n v i t i n g  P r o f e s s o r  F e s s l e r  to c o n d u c t  c o n t i n u i n g  l e g a l  
e d u c a t i o n  p r o g r a m  for the b u s i n e s s  l a w  s e c t i o n  I g u e s s  i t ' s  a b o u t  
a y e a r  ago. So w e  h a v e  b e e n  s t u d y i n g  it, b u t  c e r t a i n l y  n o t  
d i r e c t i n g  it t o w a r d  l e g i s l a t i v e  a c t i o n ,  a n d  p e r h a p s  w e  s h o u l d  
h a v e  been. A s  far as our ta s k  f o r c e  is c o n c e r n e d ,  our task f o r c e  
o n l y  c a m e  in t o  e x i s t e n c e  as I s a y  a b o u t  a w eek, w e e k  a n d  a h a l f  
ago, in r e s p o n s e  to r e c o g n i t i o n  t h a t  the l e g i s l a t u r e  w a s  j u s t  now 
b e c o m i n g  c o n c e r n e d  w i t h  the bill.

W E N D T E :  Y o u  s e e m  to e n d o r s e  the c o n c e p t  of the code 
r e v i s i o n  p r o c e s s  in t e r m s  of r e v i e w i n g  the s t a t u t e s  to b r i n g  t h e m  
i n t o  c o n f o r m i t y  w i t h  the r e a l i t y  of the state. O n e  o t h e r  a c t i o n  
to th i s  b i l l  m a y  be to j u s t  d u m p  t h i s  w h o l e  t h i n g  a n d  t h e n  try 
a n d  c r a c k  i n d i v i d u a l  p r o b l e m s ,  p i e c e m e a l  , . . W o u l d  y o u  s u g g e s t  
t h a t ?
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B L O C K :  W e l l ,  I n e i t h e r  e n d o r s e  nor o p p o s e  or u n e n d o r s e  
the c o d e  r e v i s i o n  c o n c e p t .  T h a t  is a w a y  t o  m a k e  a c o m p r e h e n s i v e  
r e v i s i o n  of a m a j o r  s t a t u t e  su c h  as t h e  c o r p o r a t i o n  code. I a m  
of the v i e w  t h a t  it is p r o b a b l y  a n  a p p r o p r i a t e  t i m e  for the 
c o r p o r a t i o n s  co d e  as w e l l  as o t h e r  c o d e s  in our s t a t u t e s  to 
r e c e i v e  a w h o l e s a l e  r e v i e w ,  a n d  I a m  n o t  s u g g e s t i n g  t h a t  w e  o u g h t  
to j u s t  s c r a p  t h i s  bill. T h e r e  is a t r e m e n d o u s  a m o u n t  of w o r k  
i n v o l v e d  i n  p u t t i n g  t h i s  t o g e t h e r .  A  l o t  of v e r y  c a r e f u l  t h o u g h t  
a n d  b a l l  c o r p o r a t i o n o f  i d e a s  f r o m  n u m e r o u s  o t h e r  s t a t e s  w h i c h  
h a v e  s t u d i e d  a l o t  of t h e s e  o t h e r  i s s u e s  a n d  I d o n ' t  t h i n k  t h a t  
s h o u l d  be w a s t e d .  A n d  I a m  n o t  a r g u i n g  t h a t  w e  o u g h t  to s c r a p  
the bill, nor a m  I s u g g e s t i n g  l e t ' s  t a k e  o u t  the i m p o r t a n t  p o i n t s  
a n d  p i e c e m e a l  c h a n g e s  t h r o u g h o u t  t h e  e x i s t i n g  c o r p o r a t i o n s  code. 
It m a y  be  a p p r o p r i a t e  to s t a r t  over. My o n l y  s u g g e s t i o n  to t h i s  
c o m m i t t e e  is t h a t  t h i s  g o e s  b e y o n d  j u s t  l a n g u a g e  a n d  
o r g a n i z a t i o n a l  c h a n g e s  a n d  m o d e r n i z a t i o n ,  it m a k e s  s o m e  
s i g n i f i c a n t  s u b s t a n t i v e  c h a n g e s ,  a n d  w e  n e e d  to be c a r e f u l  t h a t  
w e  k n o w  w h a t  t h o s e  a r e  a n d  w h a t  t h e  i m p a c t  of t h a t  is b e f o r e  w e  
a d o p t  them. T h a t ' s  m y  o n l y  point.

W E N D T E :  In r e g a r d  to p r o c e s s  a n d  n e e d  for a d d i t i o n a l  
r e v i e w ,  S h o u l d  w e  s u p p o s e  that I p i c k  up  m y  c h a m b e r  of c o m m e r c e  
b u l l e t i n  Ind it m e n t i o n s  a page, a b i l l  of t h i s  m a g n i t u d e ,  150, 
160 pa g e s ,  is it l i k e l y  t h a t  t h a t  b u s i n e s s m a n  is g o i n g  to call 
h i s  a t t o r n e y  to r e v i e w ?  Is it the n o r m a l  b u s i n e s s m a n  c o r p o r a t e  
b u s i n e s s m a n  to sit d o w n  a n d  t h e n  r e l y  on h i s  a t t o r n e y  to a d d r e s s  
t h i s  i s s u e ?

B L O C K :  My s u s p i c i o n  is, Rep. W e n d t e ,  he w o u l d  p r o b a b l y  
do n e i t h e r .  He w o u l d  be o v e r a w e d  b y  the n u m b e r  of p a g e s  a n d  say 
s o m e b o d y  e l s e  m u s t  be t a k i n g  c a r e  of this. I t h ink t h a t ' s  
u n f o r t u n a t e ,  but I t h i n k  it ' s  the fact. I d o n ' t  t h i n k  y o u  can 
e x p e c t  nor do y o u  really, w o u l d  it be a p p r o p r i a t e  for the p e o p l e  
e n g a g e d  i n  b u s i n e s s  e n t e r p r i s e s  say to sit down a n d  do a c a r e f u l  
a n a l y s i s  of th i s  bill. I do t h i n k  r e ' s  i m p o r t a n t  t h a t  th e y  
u n d e r s t a n d  w h a t  the s i g n i f i c a n t ,  s u b s t a n t i v e  i m p a c t  is o n  t h eir 
b u s i n e s s ,  a n d  p e r h a p s  a d d r e s s  t h a t  in a g e n e r a l  way. B e y o n d  
that, I t h i n k  y o u  a r e  g o i n g  to h a v e  to l o o k  to the t e c h n i c i a n s  
for g u i d a n c e .

W E N D T E :  W i t h  y o u r  b a c k g r o u n d ,  for the m o s t  p a r t  a r e  
s m a l l  c o r p o r a t i o n s  in t h i s  s t a t e  a b l e  to g e t  e r r o r s  a n d  o m i s s i o n s  
i n s u r a n c e ?

BL O C K :  I w o u l d  v e n t u r e  to say t h a t  the s m a l l  the
c o r p o r a t i o n  the l e s s  n e c e s s i t y  t h e r e  is for it. 1 w o u l d  i m a g i n e  
f e w  c o r p o r a t i o n s  f e w  c o r p o r a t i o n s  e v e n  try to g e t  it, a few
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s m a l l  c o r p o r a t i o n s  try to g e t  it. It is v e r y  e x p e n s i v e  and
r e a l l y  its p r e d o m i n a n t  f u n c t i o n s  is to p r o t e c t  o f f i c e r s ,
p r i m a r i l y  d i r e c t o r s ,  o f f i c e r s  a n d  d i r e c t o r s  f r o m  a c t i o n s  b r o u g h t  
by  d i s s i d e n t  s t o c k h o l d e r s ,  a n d  g e n e r a l l y  w h e r e  y o u  h a v e  a f a m i l y  
h e l d  or m o d e s t  si z e  c o r p o r a t i o n ,  or a c o r p o r a t i o n  w i t h  p e o p l e  w h o  
k n o w  o n e  a n o t h e r ,  y o u  g e n e r a l l y  j u s t  a s s u m e  t h a t  risk.

W E N D T E :  In -your j u d g m e n t ,  w o u l d  m o s t  of the
c o r p o r a t i o n s  in t h e  s t a t e  o t h e r  t h a n  the m a j o r  c o r p o r a t i o n s  be 
a b l e  to o b t a i n  c o v e r a g e  to c o v e r  the t y p e  of l i a b i l i t y  y o u  h a v e  
a d d r e s s e d  to t h i s  l e g i s l a t u r e ?

BLOCK: W o u l d  m o s t  of t h e m  be a b l e  to? W e l l ,  I a m
t r y i n g  to f i n d  a n  a n a l o g y  to a n o t h e r  c o v e r a g e  t h a t  m a y  be u s e f u l  
h e r e .  I w o u l d  s u p p o s e  w h a t  y o u  a r e  t a l k i n g  a b o u t  h e r e  is the 
k i n d  of e x p o s u r e ,  p r o b a b l y  t h e  m o s t  a n a l o g o u s  e x p o s u r e  w o u l d  be 
s u r e t y  a n d  p e r f o r m a n c e  b o n d i n g  of c o n t r a c t o r s .  R e a l l y  w h a t  y o u  
a r e  t a l k i n g  a b o u t  is a m a n a g e m e n t  a n d  c r e d i t  risk. A n d  y o u  are 
i n d e m n i f y i n g  w h o e v e r  p r o v i d e s  the i n s u r a n c e  is i n d e m n i f y i n g  the 
i n s u r e d  t h a t  all of the b i l l s  are g o i n g  to g e t  paid. A n d  I g u e s s  
the m o s t  a n a l o g o u s  e x i s t i n g  i n s u r a n c e  w o u l d  be p e r f o r m a n c e  a n d  
p a y m e n t  b o n d i n g .  A n d  y o u  s h o u l d  be p r e t t y  f a m i l i a r  w i t h  w h o  h a s  
that, its a v a i l a b i l i t y  a n d  its c o s t s  a n d  c o m p l i c a t i o n s .  A n d  it's 
n o t  r e a d i l y  a v a i l a b l e  a n d  o n l y  c e r t a i n  p e o p l e  can get it a n d  o n l y  
a f t e r  a v e r y  l e n g t h y  q u a l i f i c a t i o n  p r o c e s s .

W E N D T E :  I h a v e  a n u m b e r  of o t h e r  q u e s t i o n s  a n d  I t h i n k
w e  are p r o b a b l y  g o i n g  to find, Mr. C h a i r m a n ,  t h a t  w i t h  all t h e s e
w i t n e s s e s  w e  are g o i n g  to c o v e r  t h e m  t o d a y  . . .

B U S S E L L :  T h a n k  you, Rep. W e n d t e .  P a r t i c u l a r l y  in l i g h t
of Mr. B l o c k ' s  s t a t e m e n t  t h a t  h e ' s  h e a d i n g  the ta s k  f o r c e  t h a t ' s
g o i n g  to gi v e  a r e p o r t  h e r e  in a few days, I t h i n k  i t ' s  u n f a i r  to 
g r i l l  h i m  too m u c h  on w h a t  the ta s k  f o r c e  m a y  or m a y  not d e c i d e  
to talk to us a b o u t  the bill. Rep. Liska.

L I S K A :  Mr. B l o c k ,  a l o t  of the q u e s t i o n s  I h a d  w e r e  
p a r t i a l l y  a n s w e r e d  by the o t h e r  c o m m i t t e e .  A s  y o u  know, n o r m a l l y  
w h e n  a p i e c e  of l e g i s l a t i o n  h a s  s t a r t e d .

VO I C E :  W e  c a n ' t  h e a r  Rep. L i s k a  h e r e  in F a i r b a n k s .

B U S S E L L :  T u r n  y o u r  m i k e  on.

LISKA: Now, Mr. Block, n o r m a l l y  w h e n  a p i e c e  of
l e g i s l a t i o n  is s u b m i t t e d  for st u d y ,  a l o t  of d i f f e r e n t  p e o p l e  
h a v e  i n p u t  i n t o  it. N o w  the w a y  I r e a d  i n t o  this here, this 
a p p a r e n t l y  is d i r e c t e d  to the s m a l l  b u s i n e s s .  Y o u  k n o w  t h e r e  is 
a $ 2 5 , 0 0 0  l i a b i l i t y  on the i n s u r a n c e  a n d  so f o r t h  . . .  My  b a s i c  
q u e s t i o n  to y o u  is, y o u  m a d e  a s t a t e m e n t  th a t  w e ' d  h a v e  to c h a n g e  
t he a r t i c l e s  of i n c o r p o r a t i o n ,  a n d  I a m  n o t  g o i n g  to a s k  you 
w h a t ' s  w r o n g  w i t h  it b e c a u s e  a n y  a t t o r n e y  can c h a n g e  the l a w  of a 
c o r p o r a t i o n  if it has to be. D i s c l o s u r e  s t a t e m e n t  is a n o t h e r

- 13 -



4

s u b j e c t  a t o g e t h e r ,  but u s u a l l y  a p u b l i c  or b u s i n e s s m a n  p l a y s  a 
m a j o r  p a r t  in i n t r o d u c i n g  or c h a n g i n g  a n y  n e w  p i e c e  of
l e g i s l a t i o n .

In y o u r  o p i n i o n ,  w h a t  d o e s  t h i s  p i e c e  of l e g i s l a t i o n  
a c t u a l l y  do? I m e a n  is it c h a n g i n g  t h a t  m u c h  to the r a d i c a l  side 
w h e r e  it ' s  g o i n g  to m a k e  it i n o p e r a t i v e ,  or a r e  w e  so far off, 
for e x a m p l e ,  f r o m  o t h e r  s t a tes. A l o t  of la w s  are b a s e d  on 
O r e g o n  law. A  lot of t h e m  h a v e  b e e n  p u t  on us u p  here, a n d  w e  
m o r e  or l e s s  h a v e  c o p i e d  them. A r e  t h e s e  o t her s t a t e s  w o r k i n g  
u n d e r  c o n c e p t s  this b i l l  a d d r e s s e s ,  a n y  w a y s  n e a r  it?

BL O C K :  Rep. Li s k a ,  I r e a l l y  t h i n k  th a t  I w o u l d  u r g e  y o u  
to p u t  t h a t  q u e s t i o n  to P r o f e s s o r  F e s s l e r  w h o  is h e r e  this 
m o r n i n g ,  b e c a u s e  t h a t  is h i s  p r o f e s s i o n  is a n a l y z i n g  w h a t ' s  g o i n g  
on in a l l  the s t a tes, a n d  he  c a n  b e t t e r  a n s w e r  the d e g r e e  to
w h i c h  t h i s  is a d e p a r t u r e  f r o m  the n o r m  in the o t h e r  states, the 
d e g r e e  to w h i c h  o t her s t a t e s  a r e  w o r k i n g  on m a k i n g  
m o d i f i c a t i o n s .  A n d  h e  s t u d i e s  it a n d  I don't. So h e ' s  the 
b e t t e r  e x p e r t  on that. My b r i e f  r e a d i n g  of his c o m m e n t a r y ,  
h o w e v e r ,  is t h a t  t h i s  is a s u b s t a n t i v e  d e p a r t u r e  f r o m  the c u r r e n t  
s t a t e  of law in m o s t  o t her states. T h e r e  m a y  be two o t h e r
s t a t e s ,  N e w  Y o r k  a n d  C a l i f o r n i a ,  w h i c h  he s u g g e s t s  are r e t h i n k i n g  
a n d  c h a n g i n g .  But, yes, t h i s  is a s u b s t a n t i v e  d e p a r t u r e  f r o m  
w h e r e  w e  a r e  in A l a s k a  a n d  a s u b s t a n t i v e  d e p a r t u r e  f r o m  w h e r e  the 
l a w  s e e m s  to be c u r r e n t l y  in m o s t  o t h e r  states, as ne a r  as I can 
tell.

B U S S E L L :  A r e  t h e r e  q u e s t i o n s  f r o m  o t h e r  J u d i c i a r y
C o m m i t t e e  m e m b e r s  of Mr. B l o c k ?  If not, all r i g h t  . . . Rep.
K o p o n e n .

K O P O N E N :  T h a n k  you, Mr. C h a i r m a n .  O n e  q u e s t i o n  or
s u g g e s t i o n .  If the ta s k  f o r c e  w e r e  to e x a m i n e  the p r o b l e m  w i t h  
c u r r e n t  s t a t u t e s  to see w h a t  so r t  of e c o n o m i c  c h i l l i n g  e f f e c t  it 
h a s  on i n v e s t m e n t s  by p a s s i v e  i n v e s t o r s  or p e o p l e  w h o  a r e  g o i n g
to be m i n o r i t y  s t o c k h o l d e r s ,  I k n o w  t h e r e  is a t e n d e n c y  for
p e o p l e  to i n v e s t  c a p i t a l  t h a t  h a s  b e e n  c r e a t e d  in A l a s k a  a n d  
i n v e s t  t h e m  in w h a t  a r e  c o n s i d e r e d  m o r e  s t a b l e  . . . [TAPE CHANGE] 
in t o  t h a t  a n d  t h a t ' s  the p r o t e c t i o n  of the m i n o r i t y  s t o c k h o l d e r ,  
the d i s p e r s i o n  of t h e i r  a s s e t s  in this c i t y  w h e r e  s t o c k h o l d e r s  up 
to 49 h a v e  b e e n  w i p e d  o u t  by the m a j o r i t y  u n d e r  p r o c e d u r e s  w h i c h  
a r e  l e g a l  u n d e r  the c u r r e n t  c o d e  a n d  w h i c h  they felt d o n ' t  gi v e  
t h e m  s u f f i c i e n t  p r o t e c t i o n .

B U S S E L L :  Is that a q u e s t i o n  or s t a t e m e n t ?

BL O C K :  W e ll, Mr. C h a i r m a n ,  I t h i n k  Rep. K o p o n e n ' s
p o i n t s  a r e  w e l l  taken, a n d  it's not the p o s i t i o n  of the task
f o r c e  t h a t  w e  w a n t  to s h o w  y o u  all the n e g a t i v e  i m p a c t s .  W e  w a n t  
to s h o w  y o u  w h a t  the e c o n o m i c  i m p a c t s  a r e  b o t h  ways, a n d  I t h ink 
the p o i n t s  r a i s e d  by h i m  a r e  v e r y  valid.
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B U S S E L L :  A r e  t h e r e  o t h e r  q u e s t i o n s  of J u d i c i a r y
C o m m i t t e e  m e m b e r s  of Mr. B l o c k ?  If not, Mr. B l o c k ,  I'd l i k e  to 
ask y o u  j u s t  o n e  or two q u e s t i o n s  in a c o m p l e t e  a n d  o t h e r  v e i n  if 
I could, a l t h o u g h  they p e r t a i n  to this. A r e  y o u  a w a r e  of the 
.membership of the A l a s k a  C o d e  R e v i e w  C o m m i s s i o n ?

B LOCK: I c a n ' t  r e c i t e  it now. I r e v i e w e d  it at one
time. I kn o w  t h a t  o n e  of its e s t e e m e d  m e m b e r s  is here, but
b e y o n d  t h a t  I a m  n o t  su r e  I kn o w  the t o t a l  c o m p o s i t i o n  of it.

B U S S E L L :  M y  r e a s o n i n g  for a s k i n g  y o u  is t h a t  y o u  a r e  an 
a c t i v e  m e m b e r  of the A l a s k a  Bar A s s o c i a t i o n ,  a n d  t h i s  c o m m i s s i o n  
d o e s  do a v a r i e t y  of things. Are y o u  a w a r e  of o t h e r  wo r k  th a t  
t h e y  h a v e  in h a n d  r i g h t  n o w  t h a t  t h e y  a r e  d o i n g ?

BLOCK: I w a s  led to b e l i e v e  t h a t  t h e r e  w a s  a n o t h e r
p r o j e c t  t h a t  t h e y  w e r e  c o n s i d e r i n g  g e t t i n g  into, but I a m  not 
s u r e  t h e y  a r e  a c t u a l l y  w o r k i n g  on it. B e y o n d  th i s  I r e a l l y  d o n ' t  
h a v e  a s p e c i f i c  k n o w l e d g e  of the a c t i v i t i e s  t h e y  a r e  e n g a g e  in.

B U S S E L L :  W e l l ,  a g a i n  b e c a u s e  of y o u r  u n i q u e  p o s i t i o n  
a s s o c i a t e d  w i t h  the bar a s s o c i a t i o n ,  I w o u l d  t h i n k  th a t  it w o u l d  
be one of the r e s p o n s i b i l i t i e s  of the c o d e  r e v i e w  c o m m i s s i o n ,  and 
s i n c e  I a m  a m e m b e r  of th a t  g r o u p  a n d  w e  h a v e n ' t  clone a v e r y  g o o d  
job of r e a c h i n g  o u t  a n d  t e l l i n g  y o u  a n d  o t h e r s  w h a t  they are 
doing. T h e y  do h a v e  a . . .  in fact, a l m o s t  e v e r y t h i n g  they do 
s e r i o u s l y  a f f e c t s  the bar a s s o c i a t i o n .  A n d  I sm  s o m e w h a t  a shamed, 
at l e a s t  on my part, of n o t  t e l l i n g  y o u  a b o u t  it. W h a t  
c o n n e c t i o n ,  or how d o e s  the A l a s k a  Bar A s s o c i a t i o n  c o n n e c t  w i t h  
ot her states' bar a s s o c i a t i o n s ?  O b v i o u s l y ,  t h i s  p r e s e n t  review, 
or t h i s  p r e s e n t  p o r t i o n  of the r e v iew, a f f e c t s  a t t o r n e y s  th a t  
p r a c t i c e  in o ther s t a t e s .  Do e s  the A l a s k a  Bar A s s o c i a t i o n  or the 
A n c h o r a g e  Bar A s s o c i a t i o n  h a v e  a n y  c o n n e c t i o n  w i t h  bar 
a s s o c i a t i o n s  in o t h e r  s t a t e s  w h o  w o u l d  be i n t i m a t e l y  i n v o l v e d  in 
e n f o r c e m e n t  or w o r k  w i t h  the code?

BLOCK: I kn o w  of no o f f i c i a l  c o n n e c t i o n  t h a t  the A l a s k a  
Bar A s s o c i a t i o n  w o u l d  h a v e  w i t h  the bar a s s o c i a t i o n s  in o ther 
states. P e r h a p s  the m o s t  e f f e c t i v e  i n t e r s t a t e  c o m m u n i c a t i o n  
w o u l d  be t h a t  you w o u l d  e x p e c t  m o s t  of the l a w y e r s  t h a t  are in 
the b u s i n e s s  law s e c t i o n ,  for e x a m p l e ,  w h i c h  is p e r h a p s  the 
s e c t i o n  m o s t  a f f e c t e d  by this. T h e  b u s i n e s s  law s e c t i o n  of the 
A l a s k a  B a r  are u n d o u b t e d l y  a l s o  m e m b e r s  of the b u s i n e s s  or 
c o r p o r a t e  law s e c t i o n  of the A m e r i c a n  Bar A s s o c i a t i o n .  A n d  in 
that w a y  c o u l d  c o m m u n i c a t e  b a c k  a n d  f o r t h  w i t h  t h e i r  c o u n t e r p a r t s  
in o t h e r  states.

N o w  I a c t u a l l y  w o u l d  ask t h a t  y o u  a d d r e s s  th a t  to Mr. 
K e l l y  w h o  is c h a i r m a n  of the b u s i n e s s  law s e c t i o n  t h i s  year. He 
m a y  k n o w  of m o r e  c o n n e c t i o n s  w i t h  o t h e r  s t a t e s  t h a n  I a m  f a m i l i a r  
w ith.

B U S S E L L :  T h a n k  you. I d i d n ' t  m e a n  to p u t  y o u  on the



s p o t  there, I j u s t  w a n t e d  to k n o w  b e c a u s e  as y o u  w e r e  s p e a k i n g  it 
c a m e  to m y  m i n d .  A n d  t h a t ' s  w h a t  h a p p e n s ,  of c o u r s e ,  w h e n  y o u  
g e t  s e c t i o n s  of s t a t e  g o v e r n m e n t  l i k e  the c o d e  r e v i e w  c o m m i s s i o n  
t h a t  a r e  off on a tangent: of t h eir own, l a r g e l y  r e m o v e d  n o t  o n l y  
f r o m  y o u  folks, b u t  r e m o v e d  f r o m  the l e g i s l a t u r e  too. A n d  I 
p e r s o n a l l y  a m  o p p o s e d  to that ki n d  of t h i n g  a n d  t h i n k  th i s  s h o u l d  
h a v e  b e e n  a m a t t e r  d o n e  by y o u  f o l k s  w i t h  l e g i s l a t o r s  i n s t e a d  of 
t h e  v/ay is w a s  h a n d l e d .  A n d  I w i l l  i m m e d i a t e l y  a s  t h e  J u d i c i a r y  
c h a i r m a n  e m b a r k  on a p r o g r a m  of l e t t i n g  o t h e r  bar a s s o c i a t i o n s  
a c r o s s  the c o u n t r y  k n o w  w h a t ' s  h a p p e n e d  h e r e  so w e  c a n  g e t  t heir 
v e r y  v a l u a b l e  input.

C O W D E R Y :  Rep. R i n g s t a d .

R I N G S T A D :  I ' v e  g o t  a q u e s t i o n  for Mr. B l o c k  if I could,
p l e a s e .

C O W D E R Y : Yes, John, we h a v e  a b o u t  t e n  w i t n e s s e s  so if 
y o u  c o u l d  k e e p  t h a t  in mind.

R I N G S T A D :  Mr. Block, if I u n d e r s t a n d  y o u  c o r r e c t l y  in 
y o u r  s a y i n g  t h a t  y o u  feel th a t  m o s t  of th i s  i s n ' t  a real i m m i n e n t  
p r o b l e m  and w e  s h o u l d  p r o c e e d  s l o w l y  to m a k e  su r e  w e  g e t  it r i g h t  
r a t h e r  t h a n  h a v i n g  p a r t s  of t h i s  t h a t  n e e d  to be done 
i m m e d i a t e l y ?

B L O C K :  W e l l ,  I wo u l d ,  I t h i n k  Rep. B u s s e l l  sa i d
c o r r e c t l y ,  I h a t e  to p r e j u d g e  the o u t c o m e  of the task force. I 
w o u l d  say at l e a s t  for the n e x t  30 days, I'd a d o p t  t h a t  view, 
yes, sir.

R I N G S T A D :  T h a n k  you.

C O W D E R Y :  T h a n k  you, Mr. Block. Rep. W e n d t e .

W E N D T E :  A n o t h e r  q u e s t i o n  for the w i t n e s s ,  but I w o u l d  
h a v e  a q u e s t i o n  for you, Mr. C h a i r m a n .  W e  h a v e  b e e n  r e q u e s t e d  by 
the c o d e  r e v i s i o n  c o m m i s s i o n  a n d  s i n c e  the t o p i c  of o t h e r  w o r k s  
of the c o m m i s s i o n  h a s  c o m e  up, is it your i n t e n t  to n o t  p u r s u e  
the n o n p r o f i t  c o d e  r e v i s i o n ?

C O W D E R Y :  T h a t  is true. W e  h a v e  b e e n  a s k e d  to g i v e  our 
a t t e n t i o n  to th i s  a n d  t h a t ' s  our p r i m a r y  goal.

V O I C E :  For i n f o r m a t i o n  of t h o s e  p r e s e n t ,  we do h a v e
a n o t h e r  d o c u m e n t  s i m i l a r  to t h i s  on n o n p r o f i t  c o r p o r a t i o n s .  
W e ' v e  h a d  h e a r i n g s  t h r o u g h o u t  the s t a t e  a n d  t h e y  s u b s e q u e n t l y  
r e c o m m e n d e d  t h a t  w e  d r o p  t h a t  c o n s i d e r a t i o n .  But I a s s u m e  w e  can 
s e r v e  n o t i c e  t h a t  it c o m e s  back, we h a v e  m a d e  the d e c i s i o n  
a p p a r e n t l y  to n o t  p u r s u e  that, t h a t ' s  i t ' s  l i k e l y  to r a i s e  its 
h e a d  a g a i n  at s o m e  p o i n t  in time. J. a s s u m e  th a t  d o c u m e n t  w o u l d  
be a w o r k i n g  d o c u m e n t  again, a n d  it m i g h t  b e h o o v e  e v e r y o n e  h e r e  
t h a t  deal in t h a t  a r e a  to b e g i n  to lo o k  at th a t  as well.
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C O W D E R Y :  I d o n ' t  b e l i e v e  i t ' s  b e e n  r e f e r r e d  to a t  l e a s t
m y  c o m m i t t e e  yet. T h a n k  you. I'd l i k e  to ask Mr. Pa u l  K e l l y  to
c o m e  f o r w a r d .

V O I C E :  W e  h a v e  C o m m i s s i o n e r  B r o w n  here.

C O W D E R Y :  C o m m i s s i o n e r  Brown.

BR O W N :  Yes, Mr. C h a i r m a n .

C O W D E R Y :  D o e s  h e  w a n t  to t e s t i f y ,  or o b s e r v e  or w h a t ?

B R O W N :  Yes, Mr. C h a i r m a n ,  t h i s  is F r e d  Brown. I ' m  h e r e
j u s t  as a n  o b s e r v e r  as a m e m b e r  of t h e  A l a s k a  C o d e  R e v i s i o n
C o m m i s s i o n .  If a n y o n e  w i s h e s  to a d d r e s s  a n y  q u e s t i o n s  to me, m a y  
I a s s u m e  P r o f e s s o r  F e s s l e r  is a l s o  a v a i l a b l e ?

C O W D E R Y :  Yes, t h e y  a r e  in the a u d i e n c e .  C r a i g  S t o w e r s  
a n d  J o h n  A b b o t t  a n d  D a n  F e s s l e r  in the a u d i e n c e  here.

B R O W N : T h e y  a r e  p h y s i c a l l y  in J u n e a u ?

C O W D E R Y :  W e ' r e  in A n c h o r a g e .

BRO W N :  W e l l ,  I'll f i g u r e  o u t  all t h e s e  d i f f e r e n t  p l a c e s
in A l a s k a .

C O W D E R Y :  Mr. Paul Kelly.

KE L L Y :  I >;as c o n s i d e r i n g  t h e  n u m b e r  of w i t n e s s e s ,  c o u l d  
w e  go  a h e a d  a n d  t a k e  two w i t n e s s e s  a t  t h i s  t i me?

C O W D E R Y :  Yes, sure, p l e a s e  come.

KELLY: T h i s  is B r u c e  F r e n z e l  f r o m  A R CO.

B U S S E L L :  S i n c e  we  a r e  r e c o r d i n g  e l e c t r o n i c a l l y ,  th i s  
t h i n g  is b e i n g  d o n e  by t e l e c o n f e r e n c e ,  c o u l d  y o u  s t a t e  y o u  n a m e  
for t h e  r e c o r d  a n d  for t h e  c o m m i t t e e s  i n f o r m a t i o n  p r i o r  to 
p r o c e e d i n g  w i t h  r e m a r k s  on the s u b j e c t .

KE L L Y :  M y  n a m e  is Pa u l  Kelly, s p e a k i n g  this m o r n i n g  on 
b e h a l f  of the, I'm c h a i r m a n  of the b u s i n e s s  l a w  s e c t i o n  of the 
A l a s k a  B a r  A s s o c i a t i o n ,  a n d  the v i e w s  I ' m  e x p r e s s i n g  a r e  on 
b e h a l f  of t h a t  sec t i o n .

F R E N Z E L :  M y  n a m e  is B r u c e  F r e n z e l ,  a n d  I a m  an a t t o r n e y  
w i t h  A R C O  A l a s k a ,  Inc., h e r e  in A n c h o r a g e ,  r e p r e s e n t i n g  A R C O  
A l a s k a ,  Inc.

K E L L Y :  T h e  f i r s t  point, j u s t  w i t h  r e g a r d  t o  the h i s t o r y  
of the b i l l  r i g h t  h ere, I do r e c o g n i z e  the f a c t  that w e  are



—

a d d r e s s i n g  t h e  i s s u e  in F e b r u a r y  of 1 9 8 4 ,  t e n  m o n t h s  a f t e r  the 
b i l l  w a s  i n t r o d u c e d ,  a n d  a c k n o w l e d g e  t h a t  m a y b e  w e  s h o u l d  h a v e  
b e e n  i n v o l v e d  e a r l i e r .  But the p o i n t  is t h a t  w e  a r e  t r y i n g  to 
p r o v i d e  t h i s  b o d y  h e r e  w i t h  t h e  i n p u t  f r o m  t h e  c l i e n t s  w e  
r e p r e s e n t ,  the s m a l l  c o r p o r a t i o n s  m a i n l y  t h e  m o m  a n d  p o p  
c o r p o r a t i o n s  a r e  a l o t  of the o n e s  I r e p r e s e n t  w h o  a r e  g o i n g  to 
be s i g n i f i c a n t l y  a f f e c t e d  w h o  d o n ' t  h a v e  an  i n - h o u s e  a t t o r n e y  or 
a t t o r n e y  on s t a f f  as a c o n s u l t a n t  o n  a r e g u l a r  ba s i s .  A n d  I a m  
t r y i n g  t o  w o r k  w i t h  t h e m  r i g h t  n o w  a n d  e x p l a i n  to t h e m  w h a t ' s  
g o i n g  on. B u t  t h e s e  a r e  t h e  p e o p l e  w h o  do n o t  h a v e  t h a t  d a i l y  
i n p u t  f r o m  an a t t o r n e y  to e x p l a i n  t o  t h e m  w h a t ' s  h a p p e n i n g ,  w h a t  
t h i s  c o d e  is g o i n g  to do to them, A n d  t h e r e  a r e  m a n y  m o r e  o u t  
t h e r e  w h o  w i l l  h a v e  t h a t  p r o b l e m ,  I think.

S e c o n d l y ,  the b i l l  a s  i t ' s  p r o p o s e d  is a n  e x c e l l e n t ,  
v e r y  w e l l  t h o u g h t  o u t  o b v i o u s l y  bill, a n d  it r e p r e s e n t s  m a n y  
i m p o r t a n t  c h a n g e s  I t h i n k  to the code. A n d  m a n y  of t h e m  a r e  
b e n e f i c i a l ,  a n d  w e  d o n ' t  w a n t  to r e p r e s e n t  to the c o m m i t t e e  t o d a y  
t h a t  w e  a r e  o p p o s e d  to the bill. T h e  p r i m a r y  p u r p o s e  of the 
b u s i n e s s  l a w  s e c t i o n  a n y w a y  in a p p e a r i n g  h e r e  t o d a y  is to r e q u e s t  
t h a t  w e  be g i v e n  a p e r i o d  of t i m e  to c o m p l e t e  a q u i c k  r e v i e w  a n d  
a n  i m p a c t  r e p o r t  so t h a t  y o u  c o u l d  h a v e  t h a t  in y o u r  f i l e  a n d  y o u  
c a n  r e f e r  to t h a t  w h e n  d e c i s i o n s  a r e  b e i n g  m a d e  at  a l a t e r  time. 
W e  a r e  n o t  h e r e  t h i s  m o r n i n g  to d e b a t e  t h e  m e r i t s  a n d  d e m e r i t s  of 
the p r o p o s e d  code. W e  a r e  n o t  in a p o s i t i o n  a t  t h i s  p o i n t  u n t i l  
w e  h a v e  c o m p l e t e d  our study. But I t h i n k  w e  s h o u l d  a d d r e s s  j u s t  
a c o u p l e  of p o i n t s  to e x p l a i n  w h y  w e  h a v e  t h i s  c o n c e r n ,  a n d  w h y  
w e  n e e d  t h i s  e x t r a  time.

W i t h  r e g a r d  to th i s  s e c t i o n  488, s e c t i o n  w h i c h  I t h i n k  
w a s  p r o p o s e d  p r i m a r i l y  to de a l  w i t h  the c o l l a p s i b l e  c o r p o r a t i o n  
p r o b l e m  for p e o p l e  w h o  a r e  s e t t i n g  u p  c o r p o r a t i o n s ,  c o n d u c t i n g  a 
b u s i n e s s  a n d  t h e n  a b s c o n d i n g  l e a v i n g  t h e  l a b o r e r s ,  m a t e r i a l m e n ,  
s u p p l i e r s  w i t h o u t  a n y  funds. T h a t  is a n  i m p o r t a n t  a s p e c t  w h i c h  I 
t h i n k  n e e d s  to be a d d r e s s e d ,  b u t  I d o n ' t  t h i n k  it n e c e s s a r i l y  
n e e d s  to be a d d r e s s e d  w h e n  w e  a r e  d e a l i n g  w i t h  the b r o a d  s p e c t r u m  
of c o r p o r a t i o n s .  W e ' r e  d e a l i n g  n o t  o n l y  w i t h  A R C O  b u t  
C o n t i n e n t a l  A i r l i n e s  t h a t  t h e y ' r e  d o i n g  b u s i n e s s  in A l a s k a ,  a n d  
the c o r n e r  g r o c e r y  s t o r e  a n d  the N a t i v e  c o r p o r a t i o n s  or a t  l e a s t  
t h e i r  s u b s i d i a r y  c o r p o r a t i o n s ,  w h i c h  a r e  n o t  N a t i v e  
c o r p o r a t i o n s .  T h e y  a r e  b u s i n e s s  m a k i n g  c o r p o r a t i o n s  a n d  so all 
of the N a t i v e  c o r p o r a t i o n s  h a v e  c e r t a i n  p r o v i s i o n s  a p p l i c a b l e  to 
them, t h e i r  p r o f i t  m a k i n g  v e n t u r e s  a r e  g o i n g  to c o m e  u n d e r  t h i s  
code. A n d  t h e y  a r e  s t i l l  g o i n g  to h a v e  the o f f i c e r s  a n d  
d i r e c t o r s  b e i n g  l i a b l e  for a c t i v i t i e s  of t h e i r  s u b s i d i a r i e s .

A n o t h e r  p o i n t  t h a t  n e e d s  to be m a d e  is tne c o m m e n t a r y  
is the c a s e  l a w  on th i s  c o d e  r i g h t  here, a n d  c o m p r i s e s  the 
a m a l g a m a t i o n  of C a l i f o r n i a  c a s e  law, M o d e l  B u s i n e s s  C o r p o r a t i o n  
Act, N e w  Y o r k  c a s e  l a w  a n d  t h e  N e w  Y o r k  Act. T h e  o n e  p o i n t  I ' d  
l i k e  to m a k e  as w e ' v e  d e v e l o p e d  it, u n d e r  t h e  p r e s e n t  c o d e  th a t  
w e ' v e  got, w e ' v e  g o t  v e r y  few c a s e s  s i n c e  s t a t e h o o d  t h a t  h a v e  
e x p l a i n e d  w h a t  a lot of the p r o b l e m s  in that law mean. T h e r e  h a s
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b e e n  a v e r y  s l i g h t  d e v e l o p m e n t  of the c a s e  law u n d e r  the p r e s e n t  
B u s i n e s s  C o r p o r a t i o n  Act. I d o u b t  if t h e r e  is g o i n g  to be a n y  
s i g n i f i c a n t  e x p a n s i o n  of c a s e  law d e v e l o p m e n t  of t h i s  n e w  
p r o p o s e d  a c t  w h e n  i t ' s  f i n a l l y  e n a c t e d .

So the p o i n t  is w e  a r e  d e v e l o p i n g  u n d e r  t h i s  n e w  
p r o p o s e d  c o d e  a n e w  b o d y  of l a w  t h a t ' s  n o t  g o i n g  to h a v e  a n y  
c o n c u r r e n t l y  d e v e l o p i n g  ca s e  law in o t h e r  j u r i s d i c t i o n s ,  w h i c h  
y o u  do h ave, a t  l e a s t  w e  a r e  a b l e  to r efer to O r e g o n  or 
W a s h i n g t o n  as h a v i n g  s o m e  s i m i l a r  c a s e  l a w  d e v e l o p m e n t .  A n d  if 
w e  w e r e  to a d o p t  the M o d e l  B u s i n e s s  C o r p o r a t i o n  A c t  r e v i s i o n s ,  
w h i c h  a r e  b e i n g  d o n e  a t  this time, if w e  w e r e  to a d o p t  t h o s e  w e  
w o u l d  t h e n  h a v e  a c o n c u r r e n t l y  d e v e l o p i n g  c a s e  l a w  in o t h e r  
j u r i s d i c t i o n s .  W h a t  w e  are d o i n g  h e r e  is w e  a r e  g o i n g  to h a v e  
u n i q u e  c a s e  law d e v e l o p m e n t  in A l a s k a  w h i c h  is, t h e r e  h a s  b e e n  
v e r y  l i t t l e  d e v e l o p m e n t  in A l a s k a  u n d e r  the p r e s e n t  A c t  anyway.

A n d  f i n a l l y ,  o n e  i s s u e  th a t  w a s  a d d r e s s e d  o n  sec. 488 
as I r e c a l l ,  t h i s  w a s  so l d  as an idea t h a t  w o u l d  p r o t e c t  
f i s h e r m e n  a n d  o t h e r  p e o p l e  d e a l i n g  s a y  w i t h  f i s h  p u r c h a s e r s .  A n d  
I do a l o t  of w o r k  out in the B a y  a n d  I u n d e r s t a n d  t h a t  p r o b l e m .  
The p r o b l e m  is t h a t  I al s o  kn o w  t h e r e  is a c o n t r a c t  p r o v i s i o n  
t h a t  a l l o w s  y o u r  c o r p o r a t i o n  to c o n t r a c t  out of l i a b i l i t y  by 
h a v i n g  a n  e x c u l p a t i o n  c l a u s e  t h a t  says w e  a r e  n o t  l i a b l e .  Y o u  
a r e  n o t  g o i n g  to h o l d  us l i a ble, t h e  o f f i c e r s  a n d  d i r e c t o r s ,  for 
t he d e b t s  of the c o r p o r a t i o n .  You can c o n t r a c t  o u t  of t h e  
l i a b i l i t y ,  a n d  I c a n  a s s u r e  y o u  w h e n  y o u ' v e  g o t  an  u n e q u a l  
b a r g a i n i n g  po w e r ,  l i k e  the f i s h e r m a n  v e r s u s  a fi s h  p u r c h a s e r .  
E v e r y  c o n t r a c t  is g o i n g  to h a v e  an e x c u l p a t i o n  c l a u s e  in it.

T h e  p r o b l e m  is t h a t  I t h i n k  the i s s u e s  p u t  f o r t h  
p r o b a b l y  w o u l d  be, or the i s s u e  m o r e  p r o p e r l y  a d d r e s s e d ,  m a y  be 
in t e r m s  of a f i s h e r i e s  b o n d  t h a t  w e  h a v e  r e a d i l y  a v a i l a b l e .  W e  
do h a v e  a p r e s e n t  f i s h e r i e s  tax b o n d  t h a t  b u y e r s  h a v e  to post, 
a n d  t h a t  c o u l d  be e x p a n d e d  if t h a t ' s  f e l t  to be the s o l u t i o n .  So 
t h e r e  a r e  o t h e r  w a y s  of p o s s i b l y  d e a l i n g  w i t h  th i s  i s s u e  t h a t  
w o u l d  n o t  a f f e c t  all the c o r p o r a t i o n s  f r o m  A R C O  d o w n  to the 
c o r n e r  g r o c e r y  store. A n d  I t h ink t h a t  t h a t ' s  s o m e t h i n g  t h a t  
a l s o  s h o u l d  be l o o k e d  at.

B u t  f i n a l l y ,  I g u e s s  the b o t t o m  l i n e  is we  w o u l d  j u s t  
l i k e  to h a v e  a n o t h e r  30 d a y s  to c o m p l e t e  our s t u d y  a n d  m a k e  s o m e  
r e p o r t  to the c o m m i t t e e .

F R E N Z E L :  G o o d  m o r n i n g ,  m y  n a m e  is B r u c e  F r e n z e l .  I am  
an a t t o r n e y  w i t h  A R C O  A l a s k a ,  Inc. I a m  a l s o  a m e m b e r  of the 
c o r p o r a t e  c o d e  r e v i s i o n  ta s k  f o r c e  r e f e r r e d  to h e r e  p r e v i o u s l y  
w i t h  t h e  b u s i n e s s  l a w  c o m m i t t e e  of the A l a s k a  Bar A s s o c i a t i o n .  I 
am  s p e a k i n g  t o d a y  on b e h a l f  of A R C O  A l a s k a ,  Inc., a w h o l l y  o w n e d  
s u b s i d i a r y  of A t l a n t i c  R i c h f i e l d  Com p a n y .

P r o p o s e d  HB 343 e n v i s i o n s  a c o m p l e t e l y  new c o r p o r a t e  
code. As  n o t e d  in the H o u s e  a n o  S e n a t e  J o i n t  J o u r n a l  S u p p l e m e n t
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No. 11, d a t e d  A p r i l  8 , 1983 , m a j o r  p o r t i o n s  of t h i s  b i l l  a r e  
" w i t h o u t  m a j o r  p r e c e d e n t  in A l a s k a  l a w . "  A n y  s u c h  m a j o r  c h a n g e s  
d e s e r v e  a d e q u a t e  ti m e  for p e r s o n s  a f f e c t e d  by th i s  b i l l  to r e v i e w  
a n d  c o m m e n t .  W e  r e c o g n i z e  t h a t  t h e  b i l l  w a s  i n t r o d u c e d  l a s t  
Ap r i l ,  b u t  h a s  l a y e d  d o r m a n t  u n t i l  now.

W e  e s p e c i a l l y  a p p r e c i a t e  t h e  h a r d  w o r k  of t h e  A l a s k a  
C o d e  R e v i s i o n  C o m m i t t e e  w h i c h  h a s  g o n e  i n t o  the p r e p a r a t i o n  r>f 

t h i s  bill, b u t  a r e  s t r o n g l y  o p p o s e d  to c e r t a i n  p o r t i o n s  of it a n d  
a r e  u n c o m f o r t a b l e  w i t h  others. A R C O  r e s p e c t f u l l y  r e q u e s t s  t h a t  
c o n s i d e r a t i o n  of th i s  bill be d e f e r r e d  for 30 d a y s  so th a t  
s p e c i f i c ,  c o n s t r u c t i v e  c o m m e n t  on the p r e c e d e n t - s e t t i n g  p o r t i o n s  
of t h i s  b i l l  can be m a d e .  W i t h  c o n s t r u c t i v e  c h a n g e s  to t , e bill, 
A R C O  m a y  be a b l e  to s u p p o r t  it.

A s  c u r r e n t l y  d r a f t e d ,  o n e  s p e c i f i c  o b j e c t i o n a b l e  
p r o v i s i o n  a l l o w s  i n d i v i d u a l  l i a b i l i t y  for c o r p o r a t e  o f f i c e r s  
w h i c h  d e s t r o y s  the b a s i c  p u r p o s e  of i n c o r p o r a t i o n  w h i c h  is to 
l i m i t  l i a b i l i t y  for c o r p o r a t e  o f f i c e r s  a n d  s h a r e h o l d e r s .  For a 
l a r g e  c o r p o r a t i o n  such as orrs, the p r o p o s e d  p r o v i s i o n  c o m b i n e d  
w i t h  the v e r y  l a r g e  n u m b e r  of c r e d i t o r s ,  w o u l d  a m o u n t  to 
c o m p l e t e l y  u n l i m i t e d  l i a b i l i t y  for a few of our h i g h  level 
e m p l o y e e s .  S u c h  a p r o v i s i o n  is a l s o  l i k e l y  to be the m o r e  
o n e r o u s  for s m a l l  or c l o s e l y  h e l d  c o r p o r a t i o n s .

W e  w i l l  c o m m i t  o u r s e l v e s  to r e c o m m e n d  s p e c i f i c  l a n g u a g e  
c h a n g e s  to m a k e  the b i l l  a c c e p t a b l e .  U n l e s s  c o n s i d e r a t i o n  .s 
d e f e r r e d ,  h o w e v e r ,  w e  m u s t  s t r o n g l y  o p p o s e  the bill as d r a f t e d .

C O W D E R Y :  T h a n k  you. If t h a t ' s  p r e p a r e d  t e s t i m o n y ,
c o u l d  y o u  m a k e  t h a t  a v a i l a b l e  for the c o m m i t t e e .  A n y  q u e s t i o n s  
of the w i t n e s s ?  I w o u l d  li k e  to t o u c h  on P a u l ' s  a r e a  of 
f i s h e r m e n ,  or in the f i s h i n g  i n d u s t r y  it w o u l d  s e e m  to me  th a t  a 
c o r p o r a t i o n  c o u l d  h a v e  m a n y  v e r y  q u i c k  l i a b i l i t i e s  a n d  if the 
r u n s  a r e  h e a v y  c o u l d  c r e a t e  so m e  p r o b l e m s ,  if t h a t  w a s  w h a t  y o u  
w e r e  a l l u d i n g  to, the $ 2 5 , 0 0 0  l i m i t  c o u l d  g e t  v e r y  small. T h e  
a g g r e g a t e  of l i m i t s  c o u l d  a c t u a l l y  g e t  v e r y  large, if I 
u n d e r s t o o d  w h a t  y o u  w e r e  saying. B a s i c a l l y ,  t h a t  p o s s i b i l i t y  . .

KELLY: W e l l ,  u nder the p r e s e n t  b i l l  r i g h t  n o w  it's 
$ 2 5 , 0 0 0  per c r e d i t o r  so it ' s  a n  u n l i m i t e d  l i a b i l i t y  in the s e n s e  
t h a t  o n e  c o m p a n y  I d e a l t  with, we  h a v e  200 f i s h e r m e n  d e l i v e r i n g .  
I w a s  r e p r e s e n t i n g  the f i s h e r m e n  on t h a t  j o i n t  v e n t u r e .  S o  i t ' s  
200 t i m e s  $25 , 0 0 0 ,  if t h e y  c a u g h t  t h a t  m uch. But s p e a k i n g  o r 

s a l m o n  s e a s o n ,  t h a t  w o u l d  not be that u n u s u a l .

It ' s  an u n i n s u r a b l e  risk, I think. A c c o r d i n g  to Mr. 
B lock, h e  w a s  a l l u d i n g  to it a s  a p e r f o r m a n c e  bond, h i s  a n a l o g y .  
To m e  it w o u l d  be an u n i n s u r a b l e  risk. I c a n n o t  i m a g i n e  an 
i n s u r a n c e  c o m p a n y  u n l e s s  t h e y  p u t  l i m i t s  on the risk. O b v i o u s l y ,  
t h e y ’d h a v e  to. Y o u  w o u l d  h a v e  an u n i n s u r a b l e  r i s k  b e c a u s e  y o u  
w o u l d  h a v e  an u n k n o w n  l i a b i l i t y ,  d e p e n d i n g  on h o w  l a r g e  yo u r
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c o m p a n y  is. A n  e l e c t r i c  c o m p a n y  w h i c h  h a s  a lot of c o n t r a c t s ,  an 
e n g i n e e r i n g  c o m p a n y  w h i c h  h a s  t r e m e n d o u s  p o t e n t i a l  l i a b i l i t y  
r e g a r d i n g  the p r o j e c t s  t h e y  a r e  d e a l i n g  w i t h .

So to m e  I t h i n k  it w o u l d  be  t e c h n i c a l l y  a n  u n i n s u r a b l e  
risk. A n d  it w o u l d  a f f e c t  the m o m  a n d  p o p  b u s i n e s s e s  a l l  the w a y  
u p  to ARCO. And, a g a i n ,  w h e n  y o u ' v e  g o t  t h i s  u n e q u a l  b a r g a i n i n g  
power, w h e n  y o u ' v e  g o t  a b i g  c o m p a n y  t h a t  can t e l l  its s u p p l i e r s  
y o u ’re g o i n g  to de a l  w i t h  us, w e ' r e  n o t  g o i n g  to h a v e  l i a b i l i t y .  
But the p e o p l e  on  t h e  o t h e r  end, the s u p p l i e r s  a r e  g o i n g  to get 
s t u c k  for the p e o p l e  f u r t h e r  d o w n  t h e  l i n e  b e c a u s e  t h e y  a r e  not 
in the s a m e  b a r g a i n i n g  p o s i t i o n .  frhey c a n n o t  i m p o s e  t hese 
c o n d i t i o n s  b e c a u s e  t h e y  n e e d  the b u s i n e s s  to c o n t i n u e  in 
b u s i n e s s .

So t h e s e  a r e  a l l  p r o b l e m s  t h a t  n e e d  to be d e a l t  with, 
a n d  I h a t e  to g e t  s i d e  t r a c k e d  by t h i s  c n e  i s s u e  b e c a u s e  3 t h i n k  
t h e r e  are a lot of o t h e r  i s s u e s  in the bill, too.

C O W D E R Y :  I j u s t  w a n t e d  to b r i n g  t h a t  o n e  p o i n t  up.
Rep. F u rnace.

F U R N A C E :  T h a n k  you, Mr. C h a i r m a n .  In y o u r  o pinion,
s h o u l d  the s e c o n d a r y  l i a b i l i t y  be 9 2 5 , 0 0 0  a g g r e g a t e  as opposed, to 
per c r e d i t o r ?

KELLY: If t h a t  w a s  the o n l y  p o s i t i o n  left, I'd say
yes. I think, y o u  know, w h a t  I'm l o o k i n g  at r i g h t  n o w  is w h a t  
e s s e n t i a l l y  y o u ' d  be d o i n g  if y o u r  c o r p o r a t e  o f f i c e r s  and 
d i r e c t o r s  w o u l d  be s u r e t i e s  for the c o r p o r a t i o n  d e b t  of 9 2 5,000. 
M a y b e  the p o s s i b i l i t y  w o u l d  be to r e q u i r e  a m i n i m u m  f u n d i n g  of 
925,000. M i n i m a l  c a p i t a l i z a t i o n .  T h a t  m i g h t  be a n o t h e r  
p o s s i b i l i t y .  So a t  l e a s t  y o u  w o u l d  h a v e  a c o r p o r a t i o n  w i t h  a 
m i n i m u m  c a p i t a l i z a t i o n  of 92 5 , 0 0 0 .  M a y b e  t h a t ' s  a n  issue, w o u l d  
th a t  a f f e c t  y o u r  s m a l l  m o m  a n d  p o p  c o r p o r a t i o n s  t h a t  a r e  tr y i n g  
to s t a r t  up  a n d  t h e y  just w a n t  to s t a r t  a l i t t l e  p r i n t i n g
b u s i n e s s  down the road, or they w a n t  to.

T h e r e ' s  a l o t  of s m a l l  b u s i n e s s e s  w i t h  l i a b i l i t y ,
in i t i a l  l i a b i l i t y ,  that w o u l d n’t s e e m  to be t h a t  m u ch. A n d  th e y  
w a n t  to s t a r t  a m i n i m a l  i n v e s t m e n t  p r o g r a m  to see, y o u  k n o w  it's 
an e n t r e p r e n e u r s h i p  t h a t  Mr. B l o c k  w a s  a l l u d i n g  to e a r l i e r .

F U R N A C E :  You i n d i c a t e d  p e r h a p s  a m i n i m u m  c a p i t a l i s a t i o n  
of the c o r p o r a t i o n  at 925 , 0 0 0 .  It d o e s n ' t  a p p e a r  to p r o p e r l y  
a d d r e s s  the q u e s t i o n .  T h e  q u e s t i o n  is, h e r e t o f o r e ,  w e  h a v e
c o n s i d e r e d  t h e r e  b e i n g  a l i m i t e d  l i a b i l i t y  of c o r p o r a t e
of f i c e r s .  A n d  y o u ' r e  i n d i c a t i n g  t h a t  u n d e r  the p r e s e n t  bill, the 
l i a b i l i t y  is u n c e r t a i n .  T h e r e  is no  l i m i t  o n  it. It a p p e a r s  
t h ere s h o u l d  be s o m e  e f f o r t  to a t  l e a s t  c a p  t h a t  in c o m e  way. 
Put a d o l l a r  f i g u r e  so as to m a k e  it p r e d i c t a b l e .  Or, if no 
m o re, at l e a s t  m a k e  it i n s u r a b l e .  T h a t ' s  w h y  my t h i n k i n g  w a s  to 
h a v e  at l e a s t  a n  a g g r e g a t e  a m o u n t  of s e c o n d a r y  l i a b i l i t y  t h a t  is
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c e r t a i n  a n d  p r e d i c t a b l e  as o p p o s e d  to h a v i n g  it u n l i m i t e d  a l l  the 
w a y  t h r o u g h .  T h a t  w o u l d  be the m a j o r  c o n c e r n .

KELLY: I ' d  say, yes, y o u  know, t h a t  a g a i n  if the p u b l i c  
p o l i c y  is g o i n g  to be a d o p t e d  t h a t  w e  a r e  g o i n g  to m a k e  c o r p o r a t e  
o f f i c e r s  a n d  d i r e c t o r s  l i a b l e  for c o r p o r a t e  a c t i v i t i e s .  If 
t h a t ' s  the p u b l i c  p o l i c y  c h a n g e  w e  w a n t  a t  t h i s  p o i n t  b e y o n d  w h a t  
our p r e s e n t  ca s e  law says, t h e r e  is a p r e s e n t  c a s e  law l i a b i l i t y
that g o e s  t h r o u g h  t h e  c o u r t s .  It's g o i n g  to t a k e  e x t e n s i v e
l i t i t g a t i o n ,  a n d  I ' m  a w a r e  of a l l  t h o s e  p r o b l e m s .  B u t  a s i d e  f r o m
that, if our p u b l i c  p o l i c y  c h a n g e  is g o i n g  to be w e  are g o i n g  to
h a v e  a $ 2 5 , 0 0 0  s u r e t y  b o n d  by the o f f i c e r s  a n d  d i r e c t o r s  f r o m  now
on then, yes, t h a t  w o u l d  be m u c h  m o r e  p a l a t a b l e  t h a n  an
u n l i m i t e d ,  u n k n o w n  l i a b i l i t y .

C O W D E R Y :  Rep. U e h l i n g .

U E H L I N G :  T h a n k  you, Mr. C h a i r m a n .  I k n o w  y o u  t a l k e d  
a b o u t  C a l i f o r n i a  c a s e  l a w  a n d  a l s o  N e w  Y o r k  c a s e  law. A n d  if 
this code r e v i s i o n  w e r e  p a s s e d  a n d  b e c o m e s  p a r t  of the s t a t u t e s ,  
h o w  do y o u  feel, d o n ' t  y o u  f e e l  t h a t  y o u  c a n  t a k e  p r e c e d e n t  on 
o t h e r  s t a t e s  as far as h o w  t h e y  f o l l o w e d  t h e  s a m e  so r t  of 
a p p r o a c h  t h a t  w e  h a v e  in A l a ska, as far as  o t h e r  c a s e  l a w  in 
o t h e r  s t a tes. Y o u  s a i d  y o u  h a d  to h a v e  a new, t h i s  w o u l d  be a 
new p r e c e d e n t ,  a n d  it w o u l d  be a w f u l l y  d i f f i c u l t  to be a b l e  to 
g u a g e  it b e c a u s e  y o u  n e v e r  h a d  t h i s  k i n d  of n e w  e f f ect.

KE L L Y :  Yes, d e f i n i t e l y  y o u  w o u l d  be a b l e  to r e fer to
o t h e r  j u r i s d i c t i o n s  w h o  h a v e  a s i m i l a r  s t a t u t e  a n d  try an 
a n a l o g i z e  t h e r e  a n d  say, w ell, l o o k  w h a t  t h e y  d i d  over h e r e  in 
C a l i f o r n i a .  Yes, t h e r e  w o u l d  be t h a t  c a p a b i l i t y  a l l  the time.
B u t  I a m  s a y i n g  th a t  a g a i n  A l a s k a  is a m a l g a m a t i n g  t h i s  c a s e  law 
from at l e a s t  t h r e e  b o d i e s  of c a s e  law. C a l i f o r n i a ,  New Y o r k  a n d  
the M o d e l  Act. A n d  I a m  s a y i n g  t h a t  m a y b e  w e  o u g h t  to look, a 
p o s s i b i l i t y  w e  a r e  g o i n g  to e x p l o r e  is m a y b e  a d o p t i n g  the 
p r o v i s i o n s  of the M o d e l  Act, w h i c h  h a s  i t s  own c o m m e n t a r y  a n d  
w h i c h  w i l l  be d e v e l o p i n g  in o t h e r  j u r i s d i c t i o n s  t h a t  a r e  a d o p t i n g  
the M o d e l  A c t  at the sa m e  time. I a m  s a y i n g  y o u ' d  h a v e  a g r e a t e r  
d e v e l o p i n g  c a s e  law a l o n g  t h o s e  lines.

V O I C E :  C a n  y o u  h e a r  me, A n c h o r a g e ?

C O W D E R Y ;  Yes, w e  can he a r  you. Go ahead.

U E H L I N G :  A n o t h e r  f o l l o w  up q u e s t i o n .  If, in fact, w e  
w e r e  to c l e a n  up th i s  l i a b i l i t y  s e c t i o n ,  a n d  c o n s i d e r i n g  t h a t  the 
p r e s e n t  c o d e  is in m a n y  p e o p l e ' s  terms, a m b i g u o u s ,  do y o u  fe e l  
th a t  if t h i s  p a r t i c u l a r  s e c t i o n  w a s  c l e a n e d  u p  t h a t  y o u  w o u l d  
ha v e  no p r o b l e m  w i t h  the rest of the c o d e ?

KELLY: Y o u  ask a l a w y e r  a q u e s t i o n  like t h a t ?  W e  just 
n e e d  our 30 days. A n d  to be h o n e s t  w i t h  you, I ’ve r e a d  t h r o u g h  
the Act. I' v e  t r i e d  to u n d e r s t a n d  a lot of the p r o v i s i o n s .  I see



s o m e  e x c e l l e n t  c h a n g e s ,  r e a l l y  w e l l  t h o u g h t  out c h a n g e s .  A n d  I 
t h i n k  w e  s h o u l d  a d o p t e  t h e m  t o d a y ,  b u t  t h e r e  a r e  o t h e r  t h i n g s  
t h a t  d e f i n i t e l y  w e  n e e d  to h a v e  f u r t h e r  c o n s i d e r a t i o n  a n d  i n p u t  
f r o m  a l a r g e r  s e g m e n t  of th c o m m u n i t y .

W e  h a v e  a t t o r n e y s  h e r e  r e p r e s e n t i n g  i n s u r a n c e  
c o m p a n i e s ,  banks, m o m  a n d  p o p  g r o c e r y  s t o r e s ,  f i s h e r m e n ,  o i l  
c o m p a n i e s ,  a n d  to g e t  the i n p u t  f r o m  t h i s  b r o a d e r  b a s e  m i g h t  be 
h e l p f u l  a t  t h i s  p o i n t .  '

C O W D E R Y :  A n y  m o r e  q u e s t i o n s  of t h e  H o u s e  C o m m i t t e e ?
Rep. B u s s e l l .

B U S S E L L :  T h a n k  you, Mr. C h a i r m a n .  A r e  t h e r e  q u e s t i o n s  
of J u d i c i a r y  C o m m i t t e e  m e m b e r s ?  Rep. M a l o n e .

M A L O N E :  T h a n k  yo u ,  Mr, C h a i r m a n .  So far it s e e m s  like 
m o o t  of the t e s t i m o n y  w e ' v e  h e a r d  h a s  f o c u s e d  o n  t w o  p o i n t s .  O n e  
of w h i c h  is th i s  30 days, a n d  I ' d  l i k e  to a s k  of p e o p l e  w h o  a r e  
t e s t i f y i n g  now, is 30 days, w h e n  do y o u  e n v i s i o n  the s t a r t i n g  a n d  
w h e n  do y o u  e n v i s i o n  it e n d i n g ?  A s  Mr. W e n d t e  p o i n t e d  out, the 
bi l l  h a s  b e e n  i n t r o d u c e d  in t h e  l e g i s l a t u r e  for, w e l l ,  h e  s a i d  
t e n  m o n t h s .  I'd say c l o s e  to a y e a r ,  b u t  I c a n  u n d e r s t a n d  it 
b e c a u s e  the c o m m i t t e e  is s e r i o u s l y  g e t t i n g  w o r k  on  it, it's 
g e t t i n g  p e o p l e ' s  a t t e n t i o n .  tfhen do y o u  e n v i s i o n  t h i s  30 d a y s  
w o u l d  be c o m p l e t e d  a n d  t h i s  tu s k  f o r c e  r e p o r t  w o u l d  be f i n i s h e d ?  
Is t h e r e  a s p e c i f i c  d a t e  w e  a r e  l o o k i n g  at, or 30 d a y s  f r o m  
w h e n e v e r  y o u  s t a r t  on it?

KELLY: W e l l ,  w e ' v e  a l r e a d y  s t a r t e d .  W e  h a d  our
o r g a n i z a t i o n a l  m e e t i n g  y e s t e r d a y  m o r n i n g  at  seven, in fact. Mr. 
B l o c k  c a l l e d  it. I'd s a y  by the e n d  of M a r c h  w e ' l l  h a v e  the
r e p o r t  in y o u r  h a n d s .  T h a t ' s  our g o al. W e  w a n t e d  to g i v e  the
c o m m i t t e e  a p a l a t a b l e ,  yCw. know, s o m e t h i n g  t h e y  c o u l d  a c c e p t .  
A n d  I t h i n k  30 days, by t h e  e n d  of M a r c h ,  y o u ' l l  h a v e  a w r i t t e n  
r e p o r t  in y o u r  hands. A n d  I h o p e  t h a t  d o e s n ' t  c a u s e  a n y  p r o b l e m s  
w i t h  y o u r  c o n c e r n s  a b o u t  t h i s  bill, g e t t i n g  it p a s s e d  th i s  year.

M A L O N E :  I t h i n k  t h a t  w i t h  the a d d i t i o n a l  3 0 d a y  d e l a y  
t h a t  the l i k e l i h o o d  of the l e g i s l a t i o n  be a d o p t e d  by the
l e g i s l a t u r e  t h i s  y e a r  is, s t a r t s  to b e c o m e  v e r y  remote. 
N o n e t h e l e s s ,  I'd s t i l l  l i k e  to h a v e  t h e  i n f o r m a t i o n ,  a n d  if we  
c o u l d  h a v e  it by the e n d  of March, it m i g h t  w e l l  be w o r t h  w a i t i n g  
for.

B U S S E L L :  A r e  t h e r e  o t h e r  q u e s t i o n s  or c o m m e n t s  by o t her 
J u d i c i a r y  C o m m i t t e e  m e m b e r s h i p ?

K O P O N E N :  Q u e s t i o n  f r o m  F a i r b a n k s ,  o n e  q u e s t i o n .  A R C O  
A l a s k a .  W h e r e  is A R C O  A l a s k a  a n d  its a f f i l i a t e  c o r p o r a t i o n  
o r g a n i z e d ?  W h a t  s t a t e ?

F R E N Z E L :  A R C O  A l a s k a ,  Inc. is a D e l a w a r e  c o r p o r a t i o n ,
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a n d  A t l a n t i c  R i c h f i e l d  C o m p a n y  is a P e n n s y l v a n i a  c o r p o r a t i o n .

B U S S E L L :  A r e  t h e r e  f u r t h e r  q u e s t i o n s  of o t h e r  p e o p l e
w a n t i n g  to ta l k  on the n e t w o r k  t h a t  a r e  h e r e  to d a y .  If not, I 
w o u l d  l i k e  to a s k  b o t h  of y o u  j u s t  a b r i e f  q u e s t i o n .  H o w  l o n g  
h a v e  e a c h  of you b e e n  in A l a s k a ?

F R E N Z E L :  I ' v e  b e e n  in A l a s k a  a l m o s t  t h r e e  y e a r s .

KE L L Y :  C o n t i n u o u s l y  s i n c e  '76.

B U S S E L L :  H a v e  e i t h e r  of y o u  a s k e d  or h a d  c o n v e r s a t i o n s  
w i t h  a n y b o d y  in the l e g i s l a t u r e  to b r i n g  a b o u t  t h i s  t y p e  of
c h a n g e  in the c o r p o r a t i o n  law, or ask a n y  m e m b e r  of the
l e g i s l a t u r e  to s u b m i t  l e g i s l a t i o n  c h a n g i n g  c o r p o r a t e  l a w ?

KELLY: I, m y s e l f ,  no.

F R E N Z E L :  No, w e  h a v e  not.

B U S S E L L :  H a v e  e i t h e r  one of y o u  b e e n  a w a r e  of the co d e
r e v i e w  c o m m i s s i o n ' s  w o r k  o n  t h i s  d o c u m e n t ,  or on  t h i s  or a n y
o t h e r  w o r k  t h a t  the c o d e  r e v i e w  c o m m i s s i o n  d o e s ?

K ELLY: I h e a r d  a b o u t  it l a s t  y e a r  on t h i s  p a r t i c u l a r  
bill r i g h t  here. A n d  t h e n  in F e b r u a r y  I g o t  a c a l l  e x p l a i n i n g
that t h e r e  w a s  a g o a l  th i s  y e a r  I g u e s s  to p a s s  t h i s  bill. A n d
s i n c e  t h a t  time, in o t h e r  w o r d s ,  I ' m  e x p l a i n i n g  m y  u n d e r s t a n d i n g  
a n y w a y  of w h a t  h a p p e n e d .  A n d  t h a t ' s  w h e n  I c a l l e d  Mr. B l o c k  a n d  
s a i d  w e  h a v e  an o b l i g a t i o n  I t h i n k  to p r o v i d e  the c o m m i s s i o n
i t s e l f  w i t h  s o m e  t y p e  of i n p u t  r i g h t  a w a y  if t h e y  a r e  g o i n g  to 
p a s s  th i s  t h i n g  t h i s  y e ar.

F R E N Z E L :  I w a s  a w a r e  l a s t  y e a r  t h a t  the r e v i s i o n  of the
c o r p o r a t e  c o d e  w a s  p r o p o s e d .  I w a s  not a w a r e  of the
d i r e c t o r / o f f i c e r  l i a b i l i t y  issues.

B U S S E L L :  Do e i t h e r  or b o t h  of y o u  kn o w  a b o u t  t h e  o t h e r  
w o r k  t h a t  the c o d e  r e v i e w  c o m m i s s i o n  is d o i n g  r i g h t  n o w  w i t h  
r e g a r d  to o t h e r  c o r p o r a t e  law t h a t  is c o n t a i n e d  in s t a t u t e ,  i.e., 
the n o n p r o f i t  p a r t  a n d  the c o o p e r a t i v e  c o r p o r a t i o n s .

KELLY: I a m  g e n e r a l l y  a w a r e  t h a t  t h e r e  a r e  p r o p o s e d
co d e  r e v i s i o n s  to b o t h  of t h o s e  areas.

F R E N Z E L :  A n d  I w a s  not.

B U S S E L L :  T h a n k  you, g e n t l e m e n .  I a l m o s t  h a v e  to
a p o l o g i z e  to b o t h  of you, too. I' v e  b e e n  v e r y  i n a c t i v e  for th i s  
la s t  year. I d o n ' t  p e r s o n a l l y  a t t e n d  a n y  of the m e e t i n g s ,  b u t  I 
do h a v e  s t a f f  t h a t  g o e s  to them. As a l e g i s l a t i v e  m e m b e r ,  if I 
d o n ' t  h a v e  a n y  o t h e r  p a r t  of the t h i n g  I s h o u l d  be t e l l i n g  p e o p l e  
a b o u t  w h a t  t h e y ' r e  doing. I a m  a s h a m e d  of my  p a r t  of it. T h a n k
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you.

KELLY: L e t ' s  h o p e  w e  c a n  a l s o  c a t c h  u p  a n d  a s s i s t  y o u  
in p r o v i d i n g  i n p u t  o n  this.

W E N D T E :  Mr. C h a i r m a n .

C O W D E R Y :  Rep. -Wendte.

W E N D T E :  A g a i n ,  to c l a r i f y  the p o i n t  on the o t h e r  w o r k  
of the c o m m i s s i o n .  T h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  d o e s  h a v e  HB 
437 in it d e a l i n g  w i t h  the n o n p r o f i t  c o d e  r e v i s i o n .  A n d  it h a s  
g o n e  f r o m  the c o m m i s s i o n  to the l e g i s l a t u r e .  It w a s  i n t r o d u c e d  
e i g h t  m o n t h s  ago, in J u n e  of l a s t  y e a r .  A n d  t h a t ' s  t h e  b i l l  I 
w a s  r e f e r r i n g  to, a l t h o u g h  t h e  c h a i r m a n  d i d n ' t  s e e m  to r e c a l l  w e  
h a d  t h a t  c o m m i t t e e .  But t h a t  is a n o t h e r  p i e c e  of l e g i s l a t i o n ,  
a n d  I w o u l d  ask, a l t h o u g h  it ' s  c l e a r l y  n o t  g o i n g  to g o  a n y w h e r e  
t h i s  y e a r ,  it p r o b a b l y  w o u l d  be g o o d  for y o u  to k e e p  in c o n t a c t  
w i t h  w i t h  c o m m i s s i o n  or g e t  a c o p y  of t h a t  bill. A g a i n  i t ' s  437 
in the Ho u s e ,  a n d  b e g i n  a r e v i e w  of that, so w e ' r e  n o t  c a u g h t  in 
a s i m i l a r  s i t u a t i o n  n e x t  year.

K ELLY: I ' d  l i k e  to t h a n k  t h e  r e s p e c t i v e  c o m m i t t e e s  for 
t h e i r  i n t e r e s t ,  a n d  w e  h o p e  to be a b l e  to be  a b e t t e r  s o u r c e  of
i n f o r m a t i o n  a n d  c o o p e r a t e  b e t t e r  w i t h  y o u  in the f u t u r e .  T h a n k
you.

C O W D E R Y :  T h e  n e x t  one, w i t n e s s  up, Mr. J a c k  T h o m p s o n .

T H O M P S O N ;  Yes, my n a m e  is J a c k  T h o m p s o n .  I'm the v i c e  
p r e s i d e n t  of A i r  V a n  L i n e s  a n d  the s e c r e t a r y - t r e a s u r e r  of 
C r a f t s m a n  A s s o c i a t e s ,  Inc. One of the f e w  p e o p l e  h e r e  t o d a y
t h a t ' s  p r o b a b l y  n o t  an  a t t o r n e y ,  so I ' l l  try to k e e p  m y  r e m a r k s
s hort. I ' m  i n v o l v e d  w i t h  two c o m p a n i e s .  O n e  is a f a i r l y  g o o d  
s i z e d  m o v i n g  c o m p a n y  a n d  the o t h e r  is a s m a l l  f u r n i t u r e  r e p a i r  
b u s i n e s s .  So c o n t r a r y  to w h a t  s o m e b o d y  said, I r e a d  t h e  w h o l e  
bill, a n d  b e i n g  a n o n a t t o r n e y ,  I d i d n ' t  u n d e r s t a n d  m o s t  of it.

H o w e v e r ,  I d i d  r e a d  c a r e f u l l y  sec. 488 b e c a u s e  s o m e  
f r i e n d s  cf m i n e  h a d  m e n t i o n e d  it to me, A n d  I g u e s s  I ' d  h a v e  to
a g r e e  w i t h  Mr. B l o c k  in o n e  r e s p e c t  t h a t  t h i s  w o u l d  be a p u b l i c
p o l i c y  p h i l o s o p h y  p o s i t i o n .  It's e i t h e r  g o i n g  to be or it ' s  n o t  
g o i n g  to be. I p e r s o n a l l y  b e l i e v e  th a t  o f f i c e r s  of c o r p o r a t i o n s  
s h o u l d  h a v e  s o m e  k i n d  of r e s p o n s i b i l i t y ,  f i s c a l  r e s p o n s i b i l t y  for 
t h e i r  c o r p o r a t i o n s .

In E u r o p e  y o u ' v e  got, in s o m e  c o u n t r i e s ,  y o u ' v e  g o t  two 
k i n d s  cf l i m i t e d  l i a b i l i t y  c o r p o r a t i o n s .  S o m e  w h e r e  y o u  h a v e  no
l i a b i l i t y  like w e  do h e r e  a n d  s o m e  w h e r e  y o u  h a v e  s o m e
l i a b i l i t y .  So I'm n e t  s u r e  h o w  to a d d r e s s  the i d e a  chat. Mr. 
F u r n a c e  h a s  m e n t i o n e d  a b o u t  the, as an a g g r e g a t e .  T h a r  m i g h t  be 
an idea. B u t  I c e r t a i n l y  think th a t  t h e r e  s h o u l d  be s o m e t h i n g  in 
t h e r e  to m a k e  p e o p l e  t h i n k  t wice b e f o r e  t h e y  do c e r t a i n  t h i n g s
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w i t h  t h eir c o r p o r a t i o n .

I 'd l i k e  to r e m i n d  e v e r y b o d y  w h a t  h a p p e n e d  w h e n  the 
p i p e l i n e  ended. T h e r e  w a s  a n u m b e r  of t r u c k i n g  c o m p a n i e s  t h a t  
w e n t  b a n k r u p t .  I g u e s s  e v e r y b o d y  g o t  s t u c k  w i t h  a c e r t a i n  a m o u n t  
of m o n e y .  I r e m e m b e r  o n e  of t h e m  t h a t  w a s  in tne p r o c e s s  of
s e l l i n g  t h e i r  a s s e t s  on  the si d e  r i g h t  h e r e  in town, a n d  the 
c o u r t s  a n d  the c r e d i t o r s  c o u l d n ' t  do a n y t h i n g  a b o u t  it b e c a u s e  of 
the ti m e  c o n s u m e d .  Mr. 'Block a l l u d e d  to the fa c t  t h a t  t h e r e  a r e  
a v e n u e s  one can g o  a f t e r  p e o p l e  if t h e y  p i r a t e  t h e i r  
c o r p o r a t i o n .  Y o u  know, if s o m e b o d y  do e s  s o m e t h i n g  b y  fraud, 
t r y i n g  to p r o s e c u t e  f r a u d  is a n  e x e r c i s e  in f u t i l i t y  I think, If 
o ne can g e t  the A.G. to p r o s e c u t e  to s t a r t  with, w h i c h  is a l s o  
d o u b t f u l ,  I'm n o t  t r y i n g  to d e n e g r a t e  the A.G., b u t  i t ' s  j u s t  a 
m a t t e r  of fact y o u ' r e  n o t  g o i n g  t o  g e t  a n y b o d y  to 
p r o s e c u t o r i a l  d i s c r e t i o n  I g u e s s  is the p h r a s e  a n d  t h a t  s t o p s  a 
l o t  of things.

I've b e e n  i n v o l v e d  in w o r k e r s '  c o m p  for the l a s t  few 
y e a r s .  A n d  I re c a l l  t h r e e  y e a r s  a g o  t h e r e  w a s  a c o m m i s s i o n  set 
u p  by G o v e r n o r  H a m m o n d .  A n d  I w e n t  to a l l  of t h o s e  m e e t i n g s .  And 
I r e c a l l  an  i n d i v i d u a l  t h a t  w o r k e d  in a c a f e  up  in G l e n a l J a n .  A n d  
h e  h a d  i n j u r e d  h i m s e l f .  A n d  a f t e r  he  i n j u r e d  himself,, it t u r n e d  
o u t  t h a t  t h a t  c o r p o r a t i o n  d i d  not h a v e  w o r k e r s '  c o m p e n s a t i o n .  
A n d  h i s  c o n c e r n  now, w h a t  h a p p e n e d  to h i m  b e c a u s e  he c o u l d n ' t  g e t  
a n y  m o n e y  f r o m  a n y b o d y .  T h e r e  w a s n ' t  any. But t h a t  h e  t h o u g h t  
it w a s  w r o n g  that th i s  s h o u l d  h a p p e n  to a w o r k i n g  man, a n d  t h e r e  
s h o u l d  be s o m e  kind of a v e n u e  t h a t  it w o u l d n ' t  h a p p e n  aga i n .

T w o  w e e k s  a f t e r  h i s  t e s t i m o n y ,  t h a t  r e s t a u r a n t  w e n t  
i n t o  b a n k r u p t c y .  S e n a t o r  S t i m s o r  at  the time p r o m i s e d  t h a t  
i n d i v i d u a l  th a t  the s t a t e  w o u l d  p i e r c e  the c o r p o r a t e  v e i l  a n d  try 
to g e t  f-’ose  people. I d o n ' t  k n o w  if in f a c t  t h a t  is a fact. M y
i n v o l v e m e n t  in w o r k e r s '  c o m p  l e a d s  m e  to the o n e  thing, t h o ugh,
t h a t  t h e r e  a r e  p e o p l e  t h a t  f o r m  c o r p o r a t i o n s  h e r e  t h a t  e i t h e r  
t h r o u g h  i g n o r a n c e  or t h r o u g h  a n o n k n o w l e d g e  of the e c o n o m i c s  of 
t heir b u s i n e s s ,  t h e y  d o n ' t  do c e r t a i n  t h i n g s .  For i n s t a n c e ,  the 
p r o c u r i n g  of wor k e r s '  comp.

I'd li k e  to m e n t i o n  m y  f u r n i t u r e  r e p a i r  b u s i n e s s .  I 
h a v e  a p a r t n e r  in it t h a t  is a y o u n g  f e l l o w  t h a t  d o e s n ' t  
u n d e r s t a n d  a lot of t h e s e  tlings. A n d  w h e n  I t o l d  h i m  w e  h a d  to 
h a v e  w o r k e r s '  comp, a n d  I w o u l d n ' t  be a p a r t y  to it u n l e s s  w e  
w e r e  and b e c a u s e  I a m  a p a r t n e r  t h a t ' s  the w a y  it goes, a n d  it is 
a c o r p o r a t i o n ,  w e  b o u g h t  w o r k e r s '  comp. I f o u n d  o u t  t h a t  m o s t  
o t h e r  p e o p l e  in th a t  b u s i n e s s  d o n ' t  e v e n  h a v e  it, b e c a u s e  w h e n  I
w e n t  to f i n d  a r a t i n g  for f u r n i t u r e  r e p a i r m a n ,  it t u r n e d  o u t  t h e y
d i d n ' t  h a v e  one in t h i s  staty. A n d  the r e a s o n  th e y  d i d n ' t  h a v e  
o n e  in th i s  s t a t e  is b e c a u s e  a p p a r e n t l y  n o b o d y  h a d  ever b o u g h t  it 
for this p a r t i c u l a r  p r o f e s s i o n .  W h i c h  m e a n t  t h a t  e v e r y b o d y  t h a t  
p r a c t i c e d  th a t  b u s i n e s s  in the s t a t e  d o e s  n o t  h a v e  w o r k e r s '  
comp.
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So t h e r e  a r e  a n u m b e r  of p e o p l e  w h o  f o r m  c o r p o r a t i o n s  
for the p u r p o s e  of t a x  a v o i d a n c e .  T h e r e ' s  all k i n d s  of r e a s o n s  
t h a t  I t h i n k  t h a t  c o r p o r a t i o n s ,  a n d  m a y b e  s m a l l  o n e s  m o r e  t h a n  
t h e  b i g  o nes, s h o u l d  h a v e  s o m e  f o r m  of l i a b i l i t y .  A n d  I h a v e  no 
i d e a  w h a t  the d o l l a r  a m o u n t  s h o u l d  be. I h e a r  a l o t  of talk 
t o d a y  a b o u t  l i a b i l i t y ,  l i a b i l i t y  of d i r e c t o r s  b e i n g  a p r o b l e m .  I 
t h i n k  t h a t  the r e s p o n s i b i l i t y  of d i r e c t o r s  a n d  o f f i c e r s  is 
e q u a l l y  i m p o r t a n t .  And. for m e  p e r s o n a l l y  I t a k e  it p e r s o n a l l y  
t h a t  a n y  c o r p o r a t i o n  t h a t  I ' m  i n v o l v e d  w i t h ,  t h a t  I a m  g o i n g  to 
t r y  a n d  r u n  it e t h i c a l l y  a n d  h o n e s t l y .  A n d  if t h i n g s  g e t  b a d  
f i n a n c i a l l y ,  I ' d  j u s t  b e t t e r  d e c i d e  to cut m y  l o s s e s  a n d  g e t  out 
of b u s i n e s s ,  a n d  n o t  d u m p  as m u c h  as I can on o t h e r  b u s i n e s s m e n  
a r o u n d .  T h a t ' s  a l l  t h a t  I've got.

C O W D E R Y :  T h a n k  you. I u n d e r s t a n d  w h a t  y o u  s a i d  w h e n  it 
w a s  a v e r y  c o m p l e x  o n e  h u n d r e d  a n d  s o m e  p a g e  bi l l  a n d  a l o t  of 
t h i n g s  w a s n ' t  u n d e r s t o o d .  A n d  t h a t ' s  w h a t  w e ' r e  t r y i n g  to m a k e  
it u n d e r s t a n d a b l e .  I t ' s  n o t  that w e  a r e  t r y i n g  to c u t  the b i l l  
up, w e  a r c  j u s t  t r y i n g  t o  c l a r i f y  s o m e  of the a r e a s  t h a t  m i g h t  
sa v e  s o m e  l e g a l  p r o b l e m s  l a ter on. A n d  y o u  t o u c h e d  o n  f o r e i g n  
c o r p o r a t i o n s .  I w a s  w o n d e r i n g  m a y b e  w h a t  so m e  of the o t her
w i t n e s s e s  m i g h t  t h i n k  a b o u t  this. T h a t  a f o r e i g n  c o r p o r a t i o n  
t h a t  o p e r a t e s  h ere, I w a s  w o n d e r i n g  if we  c o u l d  p e n e t r a t e  the 
c o r p o r a t e  s h i e l d  for l i a b i l i t y ,  t h a t ' s  a q u e s t i o n  that m a y b e
s h o u l d  be t h o u g h t  ab o u t ,  too. Y o u  n o t  b e i n g  a n  a t t o r n e y ,  m a y b e
d o n ' t  h a v e  an a n s w e r  t o  that.

T H O M P S O N :  1 c o u l d  p r o b a b l y  g i v e  y o u  the r i g h t  answ e r ,  
bu t  I'll l e a v e  it to the a t t o r n e y s .

C O W D E R Y :  Rep. W e n d t e .

W E N D T E :  T h a n k  you. T h i s  is n o t  a q u e s t i o n .  I w o u l d
l i k e  to c o m m e n d  y o u  for y o u r  a t t i t u d e  ir b u s i n e s s .  It a p p e a r s  to 
me  the J u d i c i a r y  C o m m i t t e e ,  it s e e m s  to m e  w e  d e a l  w i t h  a lot of 
t h i n g s  w h e r e  y o u  h e a r  a lot, p a r t i c u l a r l y  in the c r i m e  area, a 
lot of t h e  h o r r i b l e  t h i n g s  in A l a s k a  a n d  a t t i t u d e s  a n d  t h i n g s  
t h a t  w e  h a v e  to de a l  w i t h  d i r e c t l y .  It's p l e a s i n g  to h a v e  
c o m m e n t s  s u c h  as y o u r s .

C O W D E R Y :  A n y  o t h e r  q u e s t i o n s ?  T h a n k  you.
R e p r e s e n t a t i v e ,  Jack.

W E N D T E :  H o w  d i d  y o u  h e a r  a b o u t  this b i l l ?

T H O M P S O N :  I h a v e  l u n c h  e v e r y  W e d n e s d a y  w i t h  a n u m b e r  of 
a t t o r n e y s  b e c a u s e  t h e y  a r e  f r i e n d s  of mine. A n d  t h r e e  o t h e r s  of 
us th a t  p u r s u e  h o n e s t  e n d e a v o r s .  A n d  w e  talk a b o u t  a lot of 
t h i n g s  a n d  this h a p p e n e d  to c o m e  up,. A n d  I a l s o  know J o h n  
A b b o t t .  I d o n ' t  k n o w  a b o u t  P r o f e s s o r  F e s s l e r ' s  b a c k g r o u n d ,  b u t  I 
k n o w  th a t  he  m a k e s  the b e s t  s p a g h e t t i  a n d  m e a t b a l l s  in the 
w o r l d .  A n d  t h a t ' s  b a s i c a l l y ,  I f o u n d  out a b o u t  it s o m e  time a g o  
a n d  got a c o p y  of the b i l l  a n d  r e a d  it. But I k n o w  J o h n  A b b o t t ,
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a n d  i t ' s  j u s t  b a s e d  o n  c o n v e r s a t i o n s  w i t h  J o h n  a n d  o t h e r  f r i e n d s  
t h a t  t a l k  t o g e t h e r .

W E N D T E :  Y o u  c e r t a i n l y  w e r e n ' t  i m p l y i n g  t h a t  t h o s e  t h ree 
a t t o r n e y s  y o u  h a v e  l u n c h  w i t h  w e r e n ' t  the o n l y  h o n e s t  a t t o r n e y s  
in the state.

T H O M P S O N :  T n e r e  is n i n e  of them.

C O W D E R Y :  T h a n k  you. I w a s  h o p i n g  that, Rep. W e n d t e ,  w e  
h a v e  a d v e r t i s e d  t h i s  a n d  v e  w e r e  h o p i n g  t h a t  s o m e  of the p e o p l e  
h a d  n o t i c e d  so m e  of the a d v e r t i s e m e n t  in the n e w s p a p e r s .

T H O M P S O N :  I d i d  n o t i c e  the ad. A s  a m a t t e r  of fact, 
i t ' s  p r o b a b l y  the l a r g e s t  a d  I ever saw a n d  . . .1 w a s  l o o k i n g  
for the w o r d  s t a r r i n g .

C O W D E R Y :  Rep. M a l o n e .

M A L O N E :  Mr. C h a i r m a n ,  I a l s o  a p p r e c i a t e  the t e s t i m o n y ,  
b u t  I w a n t e d  to ask a q u e s t i o n  t h a t  h a s n ' t  a n y t h i n g  to do w i t h  
t h i s  l e g i s l a t i o n  a n d  t h a t  is, I w o u l d  ba i n t e r e s t e d  to know, not 
n e c e s s a r i l y  now, c o u l d  g e t  the i n f o r m a t i o n  later, as to the na m e  
of the p e r s o n  i n v o l v e d  in this, the w o r k e r  w h o  w a s  i n j u r e d  in 
t h i s  i n s u r a n c e  c a s e  . . . s o m e t i m e  I'd l i k e  . . .

T H O M P S O N :  It w o u l d  be a m a t t e r  of p u b l i c  r e c o r d  b e c a u s e  
it w a s  in the h e a r i n g s .  A n d  the n a m e  of the cafe, the H u b  Ca f e  
w a s  the n a m e  of the cafe. A n d  th i s  is '84, so it m u s t  h a v e  b e e n  
in J a n u a r y  or F e b r u a r y  of '81. It w a s  w h e n  Mr. H a m m o n d  w a s  s t i l l  
the g o v e r n o r .  It was in F e b r u a r y  of t h a t  l a s t  y e a r  that the 
h e a r i n g s  w e r e  b e i n g  h e l d  b e c a u s e  he  a p p o i n t e d  the c o m m i s s i o n .  
And S e n a t o r  S t i m s o n  a n d  B r i a n  R e g e r s  c h a i r e d  th a t  m e e t i n g ,  and 
t h e y  w e r e  b o t h  p r e s e n t ,  as w e l l  as D e n n i s  M a l o n e y  w h o  w a s  on the
c o m m i t t e e  a n d  T o m  O ' K e e f e  of I n d u s t r i a l  I n d e m n i t y .  A n d  the m a n
c a m e  in f r o m  G l e n a l l e n .  T h e r e  w a s  a lot of a l l e g a t i o n s  i n c l u d i n g  
the fa c t  t h a t  the l ocal m a g i s t r a t e  kn e w  a b o u t  a l l  of this. I 
m e a n  it w a s  a v e r y  s e r i o u s  thing, it r u r e  w o u l d  l e a v e  o n e  w i t h  
t h a t  it ' s  an i m p o r t a n t  t h i n g  to m a k e  s u r e  t h a t  t h e r e  a r e  no 
d i s a d v a n t a g e d  p e r s o n s  'iat o n e  m a y  n o t  t h i n k  ab o u t .  A n d  w o r k e r s '  
c o m p  t h a t  h i t  my par c u l a r  m i n d  b e c a u s e  t h a t ' s  m y  p a r t i c u l a r  
a d v o c a t i o n  b e n t  in th a t  d i r e c t i o n .

C O W D E R Y :  T h a n k  you. A n y  m o r e  q u e s t i o n s ?  Mr.
H e n d e r s o n ,  R o g e r  H e n d e r s o n .

H E N D E R S O N :  L a d i e s  a n d  g e n t l e m e n .  I h a v e  s p o k e n  b e f o r e  
s o m e  of y o u  b e f o r e  l a s t  y e a r  on a n o t h e r  m a t t e r .  I a m  a n  a t t o r n e y  
in p r i v a t e  p r a c t i c e  h e r e  in A n c h o r a g e .  A n d  I r e p r e s e n t  a num b e r  
of s m a l l  co ? p o r a t i o n s  as g e n e r a l  c o u n s e l  in a w i d e  r ange of
c o r p o r a t e  a n d  b u s i n e s s  a c t i v i t i e s .  A n d  o v e r  the y e a r s  I ha v e  
a l s o  r e p r e s e n t e d  h u n d r e d s  of s u p p l i e r s  o u t s i d e  the s t a t e  w h o  are 
on  one e n d  of s o m e  of th i s  l e g i s l a t i o n .  So I feel that I've got
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a ra t h e r  b r o a d  b a c k g r o u n d  f r o m  b o t h  a s p e c t s ,  b o t h  c r e d i t o r s  a n d  
s m a l l  c o r p o r a t i o n s .

I n i t i a l l y ,  I w o u l d  like to say o n e  thing. T h e r e  h a s  
bco.a i n t e r e s t  s h o w n  by t h e s e  two c o m m i t t e e s  a n d  t h e  q u e s t i o n s  
a s k e d  a b o u t  the p o s s i b l i t y  of i n s u r a n c e .  A n d  the two a t t o r n e y s  
w h o  t e s t i f i e d  b e f o r e  m e  h a v e  b o t h  a n a l o g i z e d  a n y  i n s u r a n c e  w h i c h  
m i g h t  be a v a i l a b l e  for -this c o r p o r a t e  l i a b i l i t y  to p a y m e n t  a n d  
p e r f o r m a n c e  bond. W e l l ,  as a p r a c t i c a l  m a t t e r ,  I a g r e e  w i t h  
them, i n c i d e n t a l l y ,  t h a t  if t h e r e  w e r e  a n y  i n s u r a n c e  a v a i l a b l e  to 
c o v e r  t h i s  kind of l i a b i l i t y  for g e n e r a l  c r e d i t o r s ,  it w o u l d  be 
in t h a t  n a t u r e .  But as a p r a c t i c a l  m a t t e r ,  as s o m e  of y o u  
a l r e a d y  know, in o r d e r  to g e t  a p a y m e n t  a n d  p e r f o r m a n c e  b o n d  
y o u ' v e  g o t  to p l e d g e  per.-nnal l i a b i l i t y  to the b o n d i n g  c o m p a n y .  
So y o u ' r e  l o o k i n g  at  a 1 il of the w i s p .  I t h i n k  t h i s  k i n d  of 
l i a b i l i t y  as a p r a c t i c a l  ...atter n o t  i n s u r a b l e .

I w o u l d  a g r e e  th a t  this p r o p o s e d  l e g i s l a t i o n  d o e s  call 
for s u b s t a n t i v e  c h a n g e s  in b o t h  s o c i a l  a n d  e c o n o m i c  p h i l o s o p h y .  
T h o s e  c h a n g e s ,  n o t  ju s t  in A l a s k a ,  b u t  c h a n g e s  f r o m  t h e  a c c e p t e d  
so c i a l  a n d  e c o n o m i c  p h i l o s o p h i e s  t h a t  p r e v a i l  in o t h e r  s t a t e s  
t h r o u g h o u t  the n a t i o n .  Now, I'm n o t  g o i n g  to n e c e s s a r i l y  
c r i t i c i z e  all the a s p e c t s  of this p a r t i c u l a r  l e g i s l a t i o n .  S o m e  
of it is v e r y  g o o d  a n d  p r o b a b l y  h a s  b e e n  n e e d e d  for a l o n g  time. 
But I t h i n k  it is i m p o r t a n t  that y o u  be a w a r e  of the p o t e n t i a l  
i m p a c t  c.nd c h a n g e s  th a t  t h i s  bill is l i k e l y  to b r i n g  a b o u t  s h o u l d
it p a s s  in its p r e s e n t  form.

I am g o i n g  to t o u c h  on j u s t  a f e w  b r i e f  e x a m p l e s  that 
I'll b r i n g  to y o u r  a t t e n t i o n  now. I a m  s u r e  t h a t  the c o m m i t t e e  
w h o  is g o i n g  to be w o r k i n g  on this w i l l  do a m u c h  m o re, a v e r y  
t h o r o u g h  job of a n a l y z i n g  t h i s  bi l l  in total. For e x a m p l e  [TAPE 
CHANGE] . . . bill w o u l d  i m p o s e  an a d d i t i o n a l  r e q u i r e m e n t  for the 
s e r v i c e  of p r o c e s s  in t h e  e v e n t  the r e g i s t e r e d  a g e n t  c a n n o t  be
l o c a t e d  or if t h e r e  is no r e g i s t e r e d  o f f i c e .  Now, I s u b m i t  that
that is an a d d i t i o n a l  i m p o s i t i o n  u p o n  the c r e d i t o r s  of a 
c o r p o r a t i o n  w h i c h  I q u e s t i o n  w h e t h e r  is n e c e s s a r y  g i v e n  t h e  fact 
t h a t  the c o r p o r a t i o n  is the one w h o  is r e q u i r e d  by l a w  as a 
c o n d i t i o n  to c o m i n g  i n t c  e x i s t e n c e .  To e s t a b l i s h  a n a m e d  p e r s o n  
as a r e g i s t e r e d  a g e n t  a n d  an o f f i c e  w h e r e  he  can be l o c a t e d .

Sec. 31C for e x a m p l e ,  r e q u i r e s ,  th i s  h a s  a l r e a d y  b e e n  
m e n t i o n e d  i n c i d e n t a l l y ,  r e q u i r e s  i t e m s  to be c o n t a i n e d  in the 
a r t i c l e s  of i n c o r p o r a t i o n  w h i c h  a r e  p r e s e n t l y  c o n t a i n e d  in the 
bylaws. Here, again, y o u ' v e  h e a r d  o t h e r  w i t n e s s e s  t e s t i f y  a s  to 
the i n c r e a s e  in c o s t r  to s t a r t  u p  a c o r p o r a t i o n .  A n d  m y
e s t i m a t i o n  ^s th a t  it p r o b a b l y  w o u l d  i n c r e a s e  the i n i t i a l  l e g a l
f e e s  e i t h e r  two or t h r e e  fold.

A n d  one o b s e r v a t i o n  1 w o u l d  li k e  to make, a n d  I t hink
i t ' s  n e c e s s a r y  y o u  k e e p  this n p e r s p e c t i v e ,  I h a v e  n o t  d o n e  a 
s t a t i s t i c a l  a n a l y s i s .  But it is my  o p i n i o n  th a t  the m a j o r i t y  of 
c o r p o r a t i o n s  in t h i s  s t a t e  c o n s i s t  of t h r e e  or f ewer
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s t o c k h o l d e r s .  A n d  t h a t  the m a j o r i t y  of t h o s e  c o r p o r a t i o n s  h a v e  a 
c o m m o n a l i t y  of s t o c k h o l d e r s ,  d i r e c t o r s  a n d  the m a n a g e r s  or the 
o f f i c e r s .

Sec. 230, f r a n k l y ,  I f i n d  t o o  c o m p l i c a t e d  for the 
a v e r a g e  p e r s o n  to u n d e r s t a n d .  I r e a d  it l i g h t l y  m y s e l f  l a s t  
night. I ' m  n o t  s a y i n g  t h a t  I c o u l d n ' t  t h o r o u g h l y  c o m p r e h e n d  it 
if I s p e n t  the t i m e  a n d - w e n t  t h r o u g h  it li n e  by line. «*ut, sec,, 
230. Th e r e ,  for e x a m p l e ,  I s u s p e c t  t h a t  th a t  s e c t i o n  if it e v e r y  
r a i s e d  a n y  i s s u e s ,  t h a t  w o u l d  b e  r e s o l v e d  by  l i t i g a t i o n .  T h a t  
the c o u r t s  w o u l d  s p e n d  q u i t e  s o m e  t i m e  a n d  p r o b a b l y  a n u m b e r  of 
c a s e s  w o u l d  h a v e  to be t a k e n  u p  b e f o r e  t h a t  c o u l d  be d e c i d e d .  At  
the p r e s e n t  ti m e  the s t a t u t e  is v e r y  s i m ple, I d o n ' t  f i n d
a n y t h i n g  u n w o r k a b l e  a b o u t  it. It a l l o w s  the n u m b e r  of d i r e c t o r s  
if l e s s  t h a n  t h r e e  to be e q u a l  to t h e  n u m b e r  of s h a r e h o l d e r s  in 
t h e  c o r p o r a t i o n .  T h e  f o r m u l a  is s t r a i g h t f o r w a r d ,  a n d  I a m  n o t  
a w a r e  of a n y  p a r t i c u l a r  p r o b l e m s  w i t h  it, a t  l e a s t  in the c l a s s  
t h a t  I've r e p r e s e n t e d .

Sec. 233, for e x a m p l e ,  I f i n d  t h a t  too b u r d e n s o m e .  
M a n y  c o r p o r a t i o n s  at the p r e s e n t  t i m e  m a i n t a i n  one set of b o o k s  
a n d  r e c o r d s ,  a n d  it ' s  in the r e g i s t e r e d  a g e n t ' s  o f f i c e .  For
a b o u t  h a l f  of the c o r p o r a t i o n s  t h a t  I r e p r e s e n t ,  I k e e p  the b o o k s
^nd r e c o r d s  in m y  o f f i c e .  A s  a m a t t e r  of p r e s e n t  law, the
r e c o r d s  are r e q u i r e d  to be a v a i l a b l e  to a n y  s h a r e h o l d e r  u p o n  
req u e s t .  If th e y  r e q u e s t  the p r e s i d e n t  or the r e g i s t e r e d  a g e n t  
f or a c o p y  or p e r m i s s i o n  to r e v i e w  the c o r p o r a t e  rec o r d s ,  the
p e r s o n  a t  this t i m e  if he d o e s n ' t  h a v e  t h e m  is r e q u i r e d  to tell
h i m  w h e r e  t h e y  are. For e x a m p l e ,  a n y  s h a r e h o l d e r  w h o  c a l l s  my 
o f f i c e  a n d  sa y s  I w a n t  to see the r e c o r d s  of so a n d  so, is 
e n t i t l e d  to do so as a m a t t e r  of law, a n d  he can c o m e  in my 
c o n f e r e n c e  r o o m  a n d  do it.

Secs. 3 5 8  t h r o u g h  383 a r e  e x t r e m e l y  c o m p l i c a t e d .  In my 
o p i n i o n  if t h o s e  s e c t i o n s  w e r e  e n a c t e d ,  t h e y  are b a s i c a l l y  g o i n g  
to o p e n  the door to c o u n t l e s s  l a w s u i t s  as  c o m p a r e d  to the p r e s e n t  
law. I a m  n o t  o n e  of t h o s e  p e r s o n s  w h o  a d v o c a t e s  a n y t h i n g  w h i c h  
w i l l  c a u s e  a t t o r n e y s  to h a v e  m o r e  w o r k  a n d  e a r n  m o r e  m o n e y  fr o m
t h e i r  c l i e n t s .  I l i k e  to s e e  the l e a s t  c o m p l i c a t e d  s t a t u t e s  as
p o s s i b l e ,  a n d  the l e a s t  a m o u n t  of l i t i g a t i o n .  I t h i n k  t h e s e  
s e c t i o n s  a r e  g o i n g  to o p e n  the do o r  to l i t i g a t i o n  for y e a r s  ‘,'i 

come.

Sec. 450, for e x a m p l e ,  is a n o t h e r  one th a t  is a r a d i c a l  
f r o m  the e x i s t i n g  f i n a n c i a l  a n d  l e g a l  p h i l o s o p h y .  Sec. 450, in 
my  i n t e r p r e t a t i o n ,  w o u l d  i m p o s e  l i a b i l i t y  on d i r e c t o r s  for
n e g l i g e n c e  in j u d g m e n t .  T r a d i t i o n a l l y ,  the c o r p o r a t e  d i r e c t o r s  
h a v e  a l w a y s  b e e n  s h i e l d e d  f r o m  m i s j u d g m e n t ,  f r o m  m i s m a n a g e m e n t
even, as lo n g  as it w a s  n o t  d o n e  in b a d  faith. A n d  I s u b m i t  tnat
th i s  is g o i n g  to c h a n g e  the p h i l o s o p h y  w i t h i n  the b u s i n e s s
c o m m u n i t y  a n d  a l s o  i t ' s  g o i n g  to o p e n  the do o r  for a l a r g e  n u m b e r  
of l a w s u i t s .
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Sec. 488, w h i c h ,  of c o u r s e ,  is the one that p r o b a b l y  
h a s  g o t t e n  the m o s t  a t t e n t i o n ,  the s e c o n d a r y  l i a b i l i t y  a l l o w i n g  
t h e  p i e r c i n g  of the Cv^rporate veil. I t h i n k  t h a t  the e f f e c t  of 
thi? p a r t i c u l a r  s e c t i o n  w o u l d  b e  to d e f i n i t e l y  d a m p e n  
en' ,.;reneurism. T h e  w a y  it w o r k s  at  the p r e s e n t  t i m e  is if a 
small, r i s k y  v e n t u r e  s t a r t e d ,  a n d  m a n y  s m a l l  v e n t u r e s  a r e  risky, 
a n d  the s t o c k h o l d e r s  a r e  w i l l i n g  to p u t  a c e r t a i n  a m o u n t  of m o n e y  
i n t o  this. A s  an e x a m p l e ,  a s e r v i c e  t h a t  is n e e d e d  or a t  l e a s t  
as p e o p l e  p e r c e i v e  is * b e i n g  n e e d e d  in t h e  c o m m u n i t y ,  m i g h t  
r e q u i r a n  i n v e s t m e n t  i n i t i a l l y  of $5 0 , 0 0 0 .  T w o  p e o p l e  w h o  w a n t  
to s t a r t  th i s  b u s i n e s s  ar^f e a c h  w i l l i n g  to p u t  u p  $ 2 5 , 0 0 0 .  But 
t h e y  are c e r t a i n l y  n o t  w i l l i n g  to put u p  a n y  m o r e  b e c a u s e  t h e y  
d o n ' t  kn o w  w h e t h e r  the b u s i n e s s  is g o i n g  to f l y  or not. T h e  o n l y  
w a y  t h e y  a r e  g o i n g  to f i n d  o u t  is to g e t  in r e a l l y  a n d  try. B u t  
t h e y  are w i l l i n g  to  m a k e  t h a t  m u c h  of a risk. T h e  b u s i n e s s  c o u l d  
g e t  s t a r t e d  up, for e x a m p l e ,  a n d  it m i g h t  do e x t r e m e l y  w e l l .  
It's g o o d  for the p e o p l e  w h o  s t a r t e d  it, it's g o o d  for the 
c o m m u n i t y ,  a n d  i t ' s  g o o d  for the s u p p l i e r s  t h a t  t h e s e  p e o p l e  d e a l  
w ith. A t  the p r e s e n t  time, if, in fact, it t u r n s  o u t  for 
w h a t e v e r  r e a s o n  that the b u s i n e s s  w a s  n o t  t h e r e  or it w a s  a b a d  
g a m b l e ,  the risk of t h a t  f a i l u r e  is s p r e a d  among, for e x a m p l e ,  
c r e d i t o r s ,  m a n y  of w h o m  p r o b a b l y  i n c l u d e  o u t s i d e  s u p p l i e r s .  T h e  
t y p e  of p e o p l e  w h o  I r e p r e s e n t .  A n d  j u s t  b e c a u s e  I r e p r e s e n t  
t h a t  ty p e  of p e o p l e ,  d o e s n ' t  m e a n  t h a t  I ' m  a d v o c a t i n g  t h eir 
p o s i t i o n .  W h a t  I a m  t e l l i n g  y o u  is t h a t  in my o p i n i o n  y o u  a r e  
g o i n g  to be s h i f t i n g  the risk of f a i l u r e  f r o m  the p e o p l e  w h o  
s u p p l y  this o p e r a t i o n ,  a n d  w h o  in fa c t  k n o w  the ri s k  t h e y  a r e
t a k i n g  a t  the p r e s e n t  t i m e  w h e n  t h e y  e x t e n d  c r e d i t  to a s m a l l
c o r p o r a t i o n ,  to the d i r e c t o r s  or the m a n a g e r s .  A n d  t h e n  the 
q u e s t i o n ,  I think, t h i s  g r o u p  h a s  to ask is w h e t h e r  or n o t  y o u  
w a n t  to m a k e  that r a d i c a l  a c h a n g e  in p r e s e n t  p h i l o s o p h i e s .

So b a s i c a l l y ,  t h a t ' s  all I h a v e  to say. I ju s t  w a n t
m e m b e r s  to be a w a r e  of the r a d i c a l  c h a n g e s .  In m y  o p i n i o n  t h e y
are r a d i c a l  d e p a r t u r e s  f r o m  e x i s t i n g  s t a t u t e s  a n d  p h i l o s o p h i e s .

C O W D E R Y :  T h a n k  you. Rep. W e n d t e .

W E N D T E :  Y o u  i n d i c a t e d  g o i n g  i n t o  yo u r  t e s t i m o n y  t h a t
y o u ' v e  r e p r e s e n t e d  b o t h  s i d e s  of t h a t  e q u a s i o n  . . .

H E N D E R S O N :  B o t h  the c r e d i t o r s  a n d  the small b u s i n e s s  
c o r p o r a t i o n s .

W E N D T E :  In y o u r  j u d g m e n t ,  s h o u l d  w e  m a k e  th a t  s h i f t  of 
ri s k  in r e l a t i o n  to the c r e d i t o r s .

H E N D E R S O N :  In m y  p e r s o n a l  j u d g m e n t ?  No.

W E N D T E :  Y o u r  j u d g m e n t  is t h a t  the r i s k  s h o u l d  r e m a i n
w i t h  the c r e d i t o r s .

H E N D E R S O N :  W i t h  s o m e  e x c e p t i o n s .  N o w  the w o r k e r s '  c o m p
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p r o b l e m  h a s  b e e n  b r o u g h t  out. I w o u l d  t r e a t  t h a t  n o t  as a 
s h i f t i n g  of r e s p o n s i b i l i t y ,  but I t h i n k  the a p p r o p r i a t e  p l a c e  to 
l o o k  a t  the w o r k e r s '  c o m p  s i t u a t i o n  is a c h a n g e  in the w o rkers' 
c o m p  law. It's e n t i r e l y  p o s s i b l e  t h a t  t h a t  is o n e  a r e a  w h e r e  
l i a b i l i t y  s h o u l d  b e  i m p o s e d  on d i r e c t o r s  a n d  m a n a g e r s .  But 
t h a t ' s  a s p e c i a l  i n s t a n c e .  T h a t ' s  a n  i n s t a n c e  w h e r e  a f o r m  of 
i n s u r a n c e  is r e q u i r e d  by law to be  o b t a i n e d ,  a n d  t h e r e  y o u  w o u l d  
b e  h a v i n g  a s p e c i f i c  s a n c t i o n  for f a i l u r e  to do s o m e t h i n g  t h a t ' s  
a l r e a d y  r e q u i r e d .  I see t h a t  as a d i f f e r e n t  s i t u a t i o n  th a n  
p r o t e c t i o n  of g e n e r a l  c r e d i t o r s .

C O W D E R Y :  O n  m y  q u e s t i o n  I a s k e d  a b o u t  the c o r p o r a t e
s h i e l d  of s o m e  f o r e i g n  c o r p o r a t i o n s ,  do y o u  t h i n k  t h a t  c o u l d  be 
p e n e t r a t e d ,  s t o c k h o l d e r s  of f o r e i g n  c o r p o r a t i o n s  u n d e r  t h i s ?

H E N D E R S O N :  Yes, I do. T h e r e  a g a i n  t h i s  is not b a s e d  on 
a t h o r o u g h  r e a d i n g  a n d  a t h o r o u g h  a n a l y s i s  of the bill. T h e  
q u e s t i o n  t h a t  s h o u l d  be a d d r e s s e d ,  in my  o p i n i o n ,  is w h e t h e r  or 
n o t  t h e r e  is a n y  r e a s o n  or a n y  n e e d  to  t r e a t  f o r e i g n  c o r p o r a t i o n s  
or s t o c k h o l d e r s  of f o r e i g n  c o r p o r a t i o n s  d i f f e r e n t l y  f r o m  d o m e s t i c  
c o r p o r a t i o n s .

F U R N A C E :  T h a n k  you, Mr. C h a i r m a n .  O n e  of the c o n c e r n s  
is th a t  o f f i c e r s  a n d  d i r e c t o r s  of s o m e  f o r e i g n  c o r p o r a t i o n s  m a y  
be o u t s i d e  of the j u r i s d i c t i o n  of the A l a s k a  cour t s ,  can y o u  see 
t h i s  a s  p o s i n g  a p o t e n t i a l  p r o b l e m ?

H E N D E R S O N :  N o t  r e a lly. T h e y  a r e  sub j e c t ,  the f o r e i g n  
c o r p o r a t i o n  is s u b j e c t  to j u r i s d i c t i o n  of this c o u r t  if the 
c o r p o r a t i o n  is d o i n g  b u s i n e s s  in A l a s k a .

F U R N A C E :  E x c u s e  me, I ' m  sorry, I s h o u l d  h a v e  r e f e r r e d  
s p e c i f i c a l l y  to the s e c o n d a r y  l i a b i l i t y  in b e i n g  a b l e  to h o l d  the 
o f f i c e r s  a n d  d i r e c t o r s  of a f o r e i g n  c o r p o r a t i o n  w h o  m a y  n o t  be 
s u b j e c t  to the j u r i s d i c t i o n  of A l a s k a  c o u r t s ,  I s h o u l d  c l a r i f y  
t h a t .

H E N D E R S O N :  N o w  you a r e  a s k i n g  a l a w y e r  to do s o m e t h i n g  
t h a t  h e  n e v e r  l i k e s  to do, w h i c h  is to g i v e  a l e g a l  o p i n i o n  off 
the t o p  of h i s  h e a d .  My  o p i n i o n ,  my i n i t i a l  o p i n i o n ,  is t h a t  
p r o b a b l y  s h o u l d  t h i s  s t a t u t e  be p a s s e d ,  A l a s k a  w o u l d  h a v e  
j u r i s d i c t i o n  over the d i r e c t o r s  or p e o p l e  p e r s o n a l l y  t h r o u g h  our 
l o n g - a r m  s t a t u t e .  T h e r e  a g a i n  t h a t ' s  g o i n g  to ta k e  so m e  c a s e  l a w  
to d e t e r m i n e  s p e c i f i c a l l y ,  a n d  I ' m  s u r e  th a t  it w o u l d  be 
c h a l l e n g e d .  A n d  the S t a t e  S u p r e m e  C o u r t  u l t i m a t e l y  w o u l d  ru l e  on 
w h e t h e r  t h e r e  w a s  p e r s o n a l  j u r i s d i c t i o n  or not.

C O W D E R Y :  A r e  t h e r e  f u r t h e r  q u e s t i o n s ?  Rep. Liska.

L ISKA: T h a n k  you, Mr. C h a i r m a n .  Mr. H e n d e r s o n ,  I su r e  
t h a n k  y o u  for y o u r  i n p u t  on this. It ' s  v e r y  t h o r o u g h ,  "’he w a y  I 
r e a d  w h a t  y o u ' r e  t r y i n g  to te l l  us is t h a t  this is s c  r adical, 
this p i e c e  of l e g i s l a t i o n ,  t h a t  w e ' l l  h a v e  no ca s e  low to ba c k  it
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up. T h a t  w e ' r e  g o i n g  to end u p  w i t h  a lot, w e ' r e  i n v i t i n g  a lot 
of l a w s u i t s .  Is the w a y  I ' m  r e a d i n g  y o u ?

H E N D E R S O N :  T h e r e  again, l i k e  m y  p r e d e c e s s o r s ,  I d o n ' t
c l a i m  to be an e x p e r t  on the c o r p o r a t e  c o d e s  of the o t her
s t a t e s .  But f r o m  r e a d i n g  the c o m m e n t s  a n d  the l e t t e r  of
t r a n s m i t t a l  f r o m  the c o d e  r e v i s i o n  c o m m i s s i o n  to the c h a i r m a n ,  I 
g e t  the i m p r e s s i o n  t h a t  e v e n  t h o u g h  N e w  Y o r k  a n d  C a l i f o r n i a  are 
c o n s i d e r i n g  r e v i s i o n s  to t h e i r  c o r p o r a t e  code, t h e y  h a v e n ' t
a d o p t e d  t h i s  s t a t u t e  or t h i s  c o d e  a t  the p r e s e n t  time. A n d
n o b o d y  k n o w s  w h e t h e r  t h e y  w i l l  or not. S o  a t  the p r e s e n t  time it
is m y  u n d e r s t a n d i n g  t h a t  if t h i s  w e r e  a d o p t e d ,  m a n y  of the
e x c e o t i o n s  w o u l d  be n e w  l a w  a n d  w o u l d  be s t a n d i n g  o u t  t h e r e  for 
t he f i r s t  time,.

C O W D E R Y :  A r e  t h e r e  o t h e r  q u i c k  q u e s t i o n s  of the o t h e r  
t e l e c o n f e r e n c e  s i t e s  or o t h e r  c o m m i t t e e  m e m b e r s ?

K O P O N E N :  Yes, Mr. C h a i r m a n ,  t h i s  is Rep. K o p o n e n  in
F a i r b a n k s .  D o e s  the w i t n e s s  h a v e  a copy, or has he r e a d  the H o u s e  
a n d  S e n a t e  J o i n t  J o u r n a l  S u p p l e m e n t ,  d a t e d  A p r i l  8 , 1983, the 
o f f i c i a l  c o m m e n t a r y  of the A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n .

H E N D E R S O N :  N o t  t h a t  I a m  a w a r e  of. I' v e  r e a d  a l o t  of 
t h i n g s  r e c e n t l y ,  b u t  I d o n ' t  b e l i e v e  t h a t ' s  one of them.

K O P O N E N :  I b e l i e v e  t h e r e  w i l l  be a c o p y  there. Page 
64. A n d  I'll c o m m e n t  on the s t a t u t o r y  r e s t r a i n t s  a n d  the e v a s i o n  
of c o r p o r a t e  a s s ets, w h i c h  is, of c o u r s e ,  you m e n t i o n e d  . . .
W e ' v e  h a d  i n f o r m a t i o n  a b o u t  a n u m b e r  of h a v i n g  s t a t u t e s  to g o v e r n  
t h a t  is p e r h a p s  d e s i r a b l e ,  w h e t h e r  t h e s e  a r e  the d e s i r a b l e  on e s  
or n o t 0 B u t  the a b s e n c e  of th i s  k i n d  of i n f o r m a t i o n  s e e m s  to 
c r e a t e  j u s t  as m a n y  suits.

H E N D E R S O N :  W e l l ,  I t h i n k  t h e  p o i n t  that I am t r y i n g  to 
m a k e  a n d  s o m e  of the w i t n e s s e s  b e f o r e  m e  h a v e  b e e n  m a k i n g  w i t h o u t  
c o m i n g  r i g h t  out a n d  s a y i n g  it, is t h a t  a n y t i m e  th a t  y o u  h a v e  a 
s t a t u t e ,  c e r t a i n  p o r t i o n s  of it a r e  g o i n g  to oe s u b j e c t  to 
i n t e r p r e t a t i o n  in the c o u r t s .

K O P O N E N :  A b s e n c e  in the s t a t u t e s  s e e m s  to do the same
thing.

H E N D E R S O N :  T h a t ' s  true. But c a s e  law is, or w h a t  w e  
call c o m m o n  law, is b a s i c a l l y  p r e t t y  w e l l  e s t a b l i s h e d  a n d  has 
b e e n  e v o l v e d  o v e r  s e v e r a l  h u n d r e d  y e a r s .  In a c a s e  l i k e  this, 
y o u ' r e  c h a n g i n g  w h a t  is r e f e r r e d  to a s  the c o m m o n  law, a n d  y o u ' r e  
n o t  s i m p l y  c o d i f y i n g  or i m m o r t a l i z i n g  by the l e g i s l a t u r e  e x i s t i n g  
c o m m o n  law. You are c r e a t i n j  l a w  w h i c h  is c o n t r a r y  to e x i s t i n g  
c o m m o n  law. A n d  w h e n e v e r  y o u  do that, you c r e a t e  p o t e n t i a l  c o u r t  
c a s e s  w h e r e  the s p e c i f i c  l a n g u a g e  a n d  the i n t e r p r e t a t i o n  of the 
s t a t u t e s  is a m a t t e r  for the c o u r t s  to d e t e r m i n e .
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K O P O N E N :  H a v e  y o u  r e a d  the W e s t e r n  C a l i f o r n i a
s t a t u t e s ?

H E N D E R S O N :  No, I h a v e  not.

K O P O N E N :  T h e s e  do s e e m  to be d r a w n  in p a r t  f r o m  the 
s t a t u t e s  t h a t  w e ' v e  b e e n  . . .

H E N D E R S O N :  T h e r e  a g a i n  I d o n ' t  c l a i m  to be an e x p e r t  in 
t he m a t t e r ,  b u t  i t ' s  my u n d e r s t a n d i n g  f r o m  r e a d i n g  t h i s  s i n g l e  
d o c u m e n t  t h a t  p o r t i o n s  of the C a l i f o r n i a  s t a t u t e  a r e  i n c l u d e d  in 
this, b u t  t h a t  th i s  d o e s  g o  f a r t h e r  in s o m e  r e s p e c t s  th a t  the 
C a l i f o r n i a  c o d e  as it now exists.

B U S S E L L :  A r e  t h e r e  f u r t h e r  q u e s t i o n s  f r o m  a n y  p e o p l e  on 
the t e l e c o n f e r e n c e  n e t w o r k  or o t h e r  c o m m i t t e e  m e m b e r s ?  If not, 
j u s t  b e f o r e  y o u  leave, Mr. H e n d e r s o n ,  can I ask y o u  j u s t  a c o u p l e  
of q u e s t i o n s ?  H o w  l o n g  h a v e  y o u  l i v e d  in A l a s k a  a n d  p r a c t i c e d  
law h e r e ?

H E N D E R S O N :  I ' v e  l i v e d  in A l a s k a  23 y ^ a r s .  I've
p r a c t i c e d  l a w  s i n c e  1975.

B U S S E L L :  A n d  o n e  m o r e  q u e s t i o n ,  Roger. O u t  of all of
these, y o u  m e n t i o n e d  y o u  r e p r e s e n t  a n u m b e r  of c o r p o r a t i o n s .  How 
m a n y  of t h o s e  c o r p o r a t i o n s  do y o u  sit on as a b o a r d  m e m b e r ?  A n d  
g e n e r a l l y ,  t h a t ' s  the p r a c t i c e  of a n  a w f u l  lot of a t t o r n e y s
here.

H E N D E R S O N :  It is. It's o,ie t h a t  I t r y  to avoid. I
g i v e  c o u n s e l  to the b o a r d  of d i r e c t o r s  f r e q u e n t l y ,  as a b o a r d  a n d  
i n d i v i d u a l l y .  A n d  I g i v e  l egal c o u n s e l  to the m a n a g e r s  and
o f f i c e r s .  A s  a m a t t e r  of my p e r s o n a l  p r a c t i c e ,  I a t t e m p t  to 
a v o i d  b e c o m i n g  a b o a r d  m e m b e r  m y s e l f .

B U S S E L L :  T h a t  a n s w e r  w a s  a n t i c i p a t e d .  O u t  of a l l  of
t h e s e  f o l k s  th a t  y o u  represent,, h o w  m a n y  of them, w h a t  ki n d  of a 
p e r c e n t a g e  w o u l d  y o u  say h a v e  m e m b e r s  th a t  c a r r y  0 & E
i n s u r a n c e ?

H E N D E R S O N :  Y o u  me a n  for the p e r s o n a l  l i a b i l i t y  of
o f f i c e r s  a n d  d i r e c t o r s  to c r e d i t o r s ?

B U S S E L L :  No, no. A  lot of these, I d o n ' t  know, you
s a i d  y o u  r e p r e s e n t e d  m i d d l e  of the r o a d  cl i e n t s ,  a r e  t h e r e  a
n u m b e r  of t h e s e  c o r p o r a t i o n s  t h a t  y o u  r e p r e s e n t  w h e r e  0 & E
i n s u r a n c e  is c a r r i e d ?

H E N D E R S O N :  I ' m  n o t  a w a r e  of any.

B U S S E L L :  I t h i n k  t h a t ' s  a n  i m p o r t a n t  s t a t e m e n t  to be
m a d e  here. A n d  if y o u  r e p r e s e n t  a l a r g e  b l o c k  of w h a t  you
c o n s i d e r  m i d d l e  c o r p o r a t e ,  a n d  no o n e  p r e s e n t l y  c a r r i e s  0 & E
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i n s u r a n c e ?

H E N D E R S O N :  N o t  to m y  k n o w l e d g e .  T h e r e  a g a i n  y o u  m u s t  
r e m e m b e r  t h e  m a j o r i t y  of the c o r p o r a t i o n s  w h i c h  I do r e p r e s e n t  
h a v e  t h r e e  or f e w e r  s h a r e h o l d e r s .

B U S S E L L :  W h e r e ,  in y o u r  o p i n i o n  b e c a u s e  y o u ' v e
p r a c t i c e d  l a w  h e r e  so long, is t h e  l i n e  g e n e r a l l y  d r a w n  for 0 & E 
i n s u r a n c e ?  Is it b e c a u s e  of the a c t i v i t y  of the c o r p o r a t i o n  that 
it is i n v o l v e d  in, or the s i z e  of the c o r p o r a t i o n ?

H E N D E R S O N :  G e n e r a l l y ,  the s i z e  of the c o r p o r a t i o n ,
w o u l d  be m y  o p i n i o n .  I b e l i e v e  t h a t  w o u l d  b e  m o r e  of a
d e t e r m i n i n g  f a c t o r  t h a n  the n a t u r e .  T h e  larger c o r p o r a t i o n s  
w o u l d  be m u c h  m o r e  l i k e l y  to o b t a i n  t h a t  for their o f f i c e r s  a n d  
d i r e c t o r s  th a n  the s m a l l e r  ones.

B U S S E L L :  I d o n ' t  k n o w  h o w  far into tax l a w  you go, but 
is 0 & E i n s u r a n c e  w h e n  it ' s  c a r r i e d  by a c o r p o r a t i o n  a tax 
d e d u c t i b l e  i t em?

H E N D E R S O N :  W e l l ,  I do not h a v e  a s p e c i a l t y  in taxes, 
a n d  I t h i n k  I'd oe t t e r  d e c l i n e  to a n s w e r  t h a t  if y o u  d o n ' t  mind, 
C h a r l i e .

B U S S E L L :  Mr. H e n d e r s o n ,  I c e r t a i n l y  t h a n k  y o u  for
t a k i n g  the time o u t  of y o u r  F r i d a y  to c o m e  down h e r e  a n d  s h a r e  
t h o s e  c o m m e n t s  so o p e n l y  w i t h  the c o m m i t t e e .  I've a lot of 
q u e s t i o n s  I c o u l d  p r o b a b l y  a s k 7 b u t  t h e r e  are a n  a w f u l  lot of 
p e o p l e  to go. O n c e  ag a i n ,  I r e a l l y  a p p r e c i a t e  y o u  c o m i n g  down.

H E N D E R S O N :  W ell, I a p p r e c i a t e  y o u r  m e m b e r s  for the
o p p o r t u n i t y  to speak.

C O W D E R Y :  Rep. W e n d t e .

W E N D T E :  I r e q u e s t  that the c o m m i t t e e  s t a f f  g e t  in t ouch
w i t h  the D e p a r t m e n t  of C o m m e r c e  a n d  g e t  the da t a  in t e r m s  of the
si z e  of c o r p o r a t i o n s .  I t h i n k  t h a t ' l l  be an i m p o r t a n t  a s p e c t  of 
j u d g i n g  t h e  i m p a c t  of this s t a t u t e .  B u t  I s u s p e c t  as he said, as 
a m a t t e r  fact he w a s  p r o b a b l y  c o n s e r v a t i v e  w h e n  h e  s a i d  ju s t  a
m a j o r i t y  of t h e m  are j u s t  t h e s e  t h r e e  or four p e o p l e .  A n d  I
w o u l d  e x p e c t  the D e p a r t m e n t  of C o m m e r c e  w o u l d  be a b l e  to c r a n k  
t h a t  o u t  for us.

C O W D E R Y :  W e  w i l l  m a k e  t h a t  effort. I ' m  n o t  c e r t a i n
that t h e y  h a v e  that;. . .before, but I'll m a k e  t h a t  effo r t .  The
n e x t  p e r s o n  on the l i s t  is Mr. J o h n  A b b o t t .

A B B O T T :  If I c o u l d  d e f e r  to P r o f e s s o r  D a n i e l  F e s s l e r
a n d  ask hi.-' to m a k e  c o m m e n t s  o n  s o m e  of the i s s u e s  t h a t  h a v e
b e e n  raised,
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W E N D T E :  If w e  re g o i n g  to ta l k  ti m e  a v a i l a b l e ,  I
tho»; jht the p r i n c i p a l  pur^ jse of t h i s  w a s  to h e a r  the p e o p l e  in
A n c n o r a g e  that w a n t e d  to c o m m e n t  e s s e n t i a l l y  on h i s  w o r k .  A n d  it 
m i g h t  be g o o d  to ask if those, I n o t i c e  p e o p l e  w a l k i n g  o u t  as 
w e ' v e  g o n e  t h r o u g h  the m o r n i n g ,  t h e r e  m a y  be t h o s e  w h o  m i g h t  n o t  
be a b l e  to t e stify.

C O W D E R Y :  I w a s  j u s t  t r y i n g  t o  go t h r o u g h  the l i s t  as it
w a s  w r i t t e n  down. I d i d n ' t  m e a n  to p r e e m p t  a n y o n e .  I w o u l d
l e a v e  t h a t  d i s c r e t i o n  to, I t h i n k  t h a t  is true t h a t  Mr. F e s s l e r  
a n d  Mr. A b b o t t  !.’v e  b o t h  b e e n  i n v o l v e d ,  a n d  t h e y ' r e  h e a r  to 
l i s t e n  as m u c h  as =

A B B O T T :  ; <.*■ , Rep. W e n d t e ,  w e  a s k  to  let e v e r y b o d y
e l s e  t e s t i f y  firs >,*■■■V' • in . . .

C O W D E R Y :  . us j u s t  g o i n g  d o w n  t h r o u g h  the list, I 
a p p r e c i a t e  y o u r  . . .

A B B O T T :  W e ' d  l i k e  to t e s t i f y  w h e n  e v e r y b o d y  e l s e  h a s  
h a d  a n  o p p o r t u n i t y  to t e s t i f y ,  Mr. C h a i r m a n .

V O I C E :  A n y  a t t o r n e y  w a n t s  the la s t  word, Mr. C h a i r m a n .

C O W D E R Y :  The n e x t  one, R i c h a r d  ketson.

P.OSTEN: T h a n k  you, Mr. C h a i r m a n .  T h e  n a m e  is R i c h a r d ,  
Dick R o s t e n ,  I'm on t h e  task f o r c e  for the b u s i n e s s  l a w  s e c t i o n  
in the bar also, a n d  h a v e  b e e n  in p r i v a t e  p r a c t i c e  h e r e  for
a p p r o x i m a t e l y  s e v e n  y e a r s ,  r e p r e s e n t i n g  bo t h  l a r g e  a n d  s m all 
c o r p o r a t i o n s ,  a n d  i n d i v i d u a l s  a n d  p a r t n e r s h i p s  a n d  j o i n t
v e n t u r e s .  I t h i n k  it ' s  a g o o d  t h i n g  t h a t  the c o d e  r e v i s i o n
c o m m i s s i o n  took a l o o k  at our s t a t u t e s  a n d  m a d e  s e v e r a l  
r e c o m m e n d a t i o n s .  T h e r e  a r e  t h i n g s  w h i c h  t h e y  h a d  r e c o m m e n d e d  
w h i c h  I t h i n k  s h o u l d  be a d o p t e d ,  a n d  t h e r e  a r e  o t h e r  t h i n g s  w h i c h  
I t h i n k  s h o u i d  a t  l e a s t  be t h o u g h t  a b o u t  so m e  m o r e  b e f o r e  a 
d e c i s i o n  is made. So I w o u l d  j o i n  the o t h e r  m e m b e r s  of the task 
f o r c e  w h o  h a v e  a s k e d  for an  a d d i t i o n a l  30 days. T h e r e  are so m e  
t h i n g s  w h i c h  w e ' v e  h a d  a c h a n c e  to focus, a n d  t h e r e  a r e  s o m e
t h i n g s  w h i c h  w e  h a v e n ' t .

I h a d  l u n c h  w i t h  o n e  c l i e n t  y e s t e r d a y  a n d  d i n n e r  w i t h  
a n o t h e r  c l i e n t  l a s t  n i g h t  a n d  w a s  d i s c u s s i n g  s o m e  of t hese 
p r o v i s i o n s .  A n d  the b i g  one w h i c h  h i t s  t h e m  is this s e c o n d a r y  
l i a b i l i t y  issue. I t h i n k  it p o t e n t i a l l y  has a c h i l l i n g  e f f e c t  on 
e c o n o m i c  d e v e l o p m e n t  in the state. P e o p l e  a r e  w i l l i n g  to put up 
so m u c h  c a p i t a l  but p e r h a p s  n o  m o re. A n d  t h e y  a r e  g o i n g  a t  ri s k  
by p u t t i n g  up t h a t  c a p i t a l  to s t a r t  w i t h .  A n d  in s o m e  s i t u a t i o n s  
if t h e y  g o  to a bank, t h e y  p r o b a b ' y  a r e  g o i n g  to h a v e  to p u t  a 
p e r s o n a l  g u a r a n t e e  d o w n  in additio:.. So they a r e  at  risk there. 
T h e r e  is risk, d i f f e r e n t  p a r t i e s  a r e  g o i n g  to h a v e  to take the 
risk. It ' s  a p u b l i c  p o l i c y  d e c i s i o n  j u s t  w h e r e  y o u  w a n t  to p l a c e  
the risk. If y o u  p u t  a $ 2 5 , 0 0 0  m i n i m u m  c a p i t a l i z a t i o n
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r e q u i r e m e n t  i n t o  the c o r p o r a t i o n  code, y o u ' r e  e f f e c t i v e l y  d e n y i n g  
p e o p l e  w h o  d o n ' t  h a v e  $ 2 5 , 0 0 0  the o p p o r t u n i t y  to u t i l i z e  a
c o r p o r a t i o n .  A n d  I ' m  n o t  s a y i n g  i t ' s  g o o d  or b a d  n e c e s s a r i l y .  I
j u s t  w a n t  y o u  to be a w a r e  of the i m p a c t  of that.

T h e  D e p a r t m e n t  of C o m m e r c e  w a s  m e n t i o n e d  a few m i n u t e s
ago. I w a s  c u r i o u s  w h e t h e r  a n y o n e  on the c o d e  r e v i s i o n
c o m m i s s i o n  a s k e d  the D e p a r t m e n t  of C o m m e r c e  as to w h a t  t h eir 
t h o u g h t s  as to w h a t  w a s  n e e d e d .  O n  the s e c o n d a r y  l i a b i l i t y ,  it 
s e e m s  to h i t  on p r o t e c t i n g  c r e d i t o r s .  W e r e  c r e d i t o r s  a s k e d  if
t h e y  felt, w h e r e  d i d  the i n i t i a t i v e  c o m e  f r o m  for t h a t ?  T h e  b o d y
of law, I t h i n k  i t ' s  v e r y  g o o d  t h a t  A l a s k a  be a b l e  to d r a w  o n  a 
b o d y  of c a s e  l a w  e l s e w h e r e .  W e  a r e  a y o u n g  state. A  l o t  of the 
i s s u e s  t h a t  we  f a c e  h a v e  b e e n  f a c e d  in o t h e r  s t a tes. A  l o t  of 
p e o p l e  d e v o t e  a l o t  of time a n d  m o n e y  to those, a n d  it ' s  
s e n s e l e s s  to r e i n v e n t  t h e  w h e e l  u p  here. So if we  c a n  d r a w  on 
the l a w  of o t h e r  s t a t e s  w i t h  s i m i l a r  s t a t u t o r y  p r o v i s i o n s ,  I
think t h a t ' s  far the b e t t e r .

S o m e  of the p e o p l e  on our ta s k  f o r c e  r e f e r r e d  to this 
t h i n g  as  t h e  l a w y e r s  r e l i e f  act. W e l l ,  w e  a r e  n o t  l o o k i n g  for 
w a y s  to m ake, h a v e  m o r e  b u s i n e s s  m a k e  m o r e  m o n e y  u n d e r  this, I 
t hink a l o t  of us, if t h e y  a r e  s e n s i b l e  c h a n g e s ,  t h a t ' s  fine. 
But w e  d o n ' t  w a n t  to m a k e  w o r k  for o u r s e l v e s  and h a v e  our c l i e n t s  
s p e n d  m o n e y  on us. T h a t ' s  n o t  w h a t  w e  v i e w  our w o r l d  as a 
c o m m e r c i a l  lawyer.

T h e  q u e s t i o n s  w a n  r a i s e d  e a r l i e r  a b o u t  p i e r c i n g  the 
c o r p o r a t e  v e i l  of a f o r e i g n  c o r p o r a t i o n .  You c a n  p i e r c e  the 
c o r p o r a t e  ve i l  of any c o r p o r a t i o n  if the p r o p e r  f a c t s  a r e  t h e r e  
r e g a r d l e s s  of w h e t h e r  i t ' s  d o m e s t i c .  A s  a p r a c t i c a l  m a t t e r ,  it 
m a y  be m o r e  d i f f i c u l t  to f i n d  out s o m e  of the f a c t s  a n d  be m o r e  
e x p e n s i v e  to get a t  the fa c t s .  A n d  e v e n  if y o u  g e t  a j u d g m e n t  
a g a i n s t  s o m e b o d y  e l s e  a n d  f o r c i n g  a j u d g m e n t  to a n o t h e r  
j u r i s d i c t i o n ,  it can be m o r e  d i f f i c u l t ,  if n o t  i m p o s s i b l e .  A n d  
if y o u  h a v e  a $ 2 5 , 0 0 0  j u d g m e n t ,  for i n s t a n c e ,  you m a y  or m a y  n o t
be a b l e  to f i n d  s o m e b o d y  w h o  is g o i n g  to go c h a s e  a f t e r  their
a s s e t s  in a d i f f e r e n t  state.

A l s o  m e n t i o n e d  e a r l i e r  w a s  w h e r e  r e cords, c o r p o r a t e
r e c o r d s  of the c o r p o r a t i o n s  a r e  kept. S o m e  c l i e n t s  I h a v e  a r e  
v e r y  g o o d  a b o u t  k e e p i n g  u p  the c o r p o r a t i o n  a n d  t h e y  h a v e  g o o d  
r e c o r d  k e e p i n g .  T h e y  k e e p  t h e i r  c o r p o r a t e  books. O t h e r  c l i e n t s  
of m i n e  s a y  t h a t ' s  w h a t  I h i r e  y o u  for, I w a n t  y o u  to do it
b e c a u s e  at l e a s t  I k n o w  w h e r e  it is. Y o u ' r e  o r g a n i z e d  for t h a t  
a nd I ' v e  g o t  o t h e r  t h i n g s  to w o r r y  about. I t h i n k  t h a t ' s  
s o m e t h i n g  th a t  s h o u l d  be l e f t  in the d i s c r e t i o n  of the i n d i v i d u a l  
client.

I t h i n k  a lot of the i s s u e s  as I' v e  l o o k e d  at  this, I 
f i r s t  b e c a m e  a w a r e  of t h e  bill, by the wa y ,  at the bar c o n v e n t i o n  
w h e r e  P r o f e s s o r  F e s s l e r  m a d e  a p r e s e n t a t i o n  a n d  q u i t e  f r a n k l y  I 
t hink w h e n  w e  h e a r d  it w a s n ' t  g o i n g  a n y w h e r e  l a s t  y e a r  in the



l e g i s l a t u r e ,  w e  d i d n ' t  p a y  th a t  m u c h  a t t e n t i o n  to it. N o t  u n l i k e  
th e  r e v o l u t i o n a r i e s  d u r i n g  the A m e r i c a n  wa r ,  u n t i l  it s t a r t s  to 
a f f e c t  y o u r  p o‘‘ket bo o k .  Y o u  d o n ' t  p a y  t h a t  m u c h  a t t e n t i o n  to 
c h a n g e  c o m i n g  d o w n  the road. I t ' s  h e r e  now. I t h i n k  it does 
d e s e r v e  a t t e n t i o n ,  a n d  I t h i n k  it d o e s  d e s e r v e  the r e p o r t  of the 
ta s k  f o r c e  so t h a t  y o u  h a v e  the o p p o r t u n i t y  to c o n s i d e r  that.

T h e r e  are a n u m b e r  of i s s u e s  t h a t  t h e  c o d e  b r i n g s  to 
l i g h t  a n d  l e a v e s  up  the d e c i s i o n  of t h e  i n d i v i d u a l s  i n v o l v e d  in 
t h e  c o r p o r a t i o n ,  w h i c h  I t h i n k  is a g o o d  thing. It sa y s  t h e s e  
a r e  i s s u e s  t h a t  n e e d  to be c o n s i d e r e d  a n d  u n d e r  our p r e s e n t  
s t a t u t o r y  s c h e m e ,  t h e y  not, y o u  d o n ' t  h a v e  to c o n s i d e r  them. It 
l e a v e s  the o p t i o n  to go o n e  w a y  or the o t h e r .  I t h i n k  t h a t ' s  a 
g o o d  thing. O n  the o t h e r  hand, I' v e  b e e n  in p r a c t i c e  h e r e  s e v e n  
y e a r s .  I r e p r e s e n t  b u s i n e s s e s ,  a n d  I' v e  n o t  r u n  i n t o  
i n s u r m o u n t a b l e  p r o b l e m s  u n d e r  the p r e s e n t  code. But I do t h i n k  
t h e r e  is a l o t  of, a l o t  l a c k i n g  in the p r e s e n t  code, a n d  I w o u l d  
c e r t a i n l y  h o p e  t h a t  a t  l e a s t  s o m e  of t h e s e  p r o v i s i o n s  w o u l d  be 
a d o p t e d .

L a s t l y ,  I'd j u s t  like to m e n t i o n  t h a t  as far as the 
a d v e r t i s e m e n t  in the n e w s p a p e r ,  I t h o u g h t  t h a t  w a s  e x c e p t i o n a l l y  
w e l l  d o n e  as o p p o s e  to a t i n y  legal ad t h i s  is s o m e t h i n g  th a t  
p e o p l e  w o u l d  r e a l l y  lo o k  a t  a n d  n o t i c e .  I c o m m e n d  y o u  for that.

C C W D E R Y : T h a n k  you. Rep. W e n d t e .

W E N D T E :  L i s t e n i n g  to y o u r  c o m m e n t s ,  y o u  m e n t i o n e d  y o u  
m e t  y o u r  c l i e n t  at l u n c h  y e s t e r d a y ,  I h a v e  to a c k n o w l e d g e  t h a t  
s o m e  of my c o r p o r a t e  r e c o r d s  a r e  on d i n n e r  n a p k i n s ,  a n d  not 
p a r t i c u l a r l y  w e l l  kept. I'd ask the q u e s t i o n  t h o u g h ,  h o w  m a n y  
a r e  on the t a s k  f o r c e ?  H o w  l a r g e  is the ta s k  f o r c e ?

R O S T E N :  W e  have, I t h i n k  ten. W e ' v e  b r o k e n  it d o w n  
i n t o  d i f f e r e n t  s u b c o m m i t t e e s  to l o o k  at d i f f e r e n t  s e c t i o n s .  
Again, as D i c k  B l o c k  m e n t i o n e d  e a r l i e r  h i t t i n g  t h e  e c o n o m i c  
i m p a c t  as  m u c h  as a n y t h i n g  else. A  s c h o l a r l y  r e v i e w  h a s  a l r e a d y  
b e e n  done. W e  d o n ' t  p r e t e n d  to w a n t  to do t h a t  ag a i n .  I t h i n k  
a l s o  th a t  two of t h e m  w o u l d  p u t  e v e r y o n e  a s l e e p .  O n e  is 
n e c e s s a r y ,  two of t h e m  w o u l d  be too m uch. T h e  p a r t i c u l a r  ta s k  
f o r c e  t h a t  I ' m  on is m e e t i n g  at 7:00 a.m. n e x t  M o n d a y  m o r n i n g  to 
go over this. I' v e  a s k e d  p e o p l e  to m a k e  s u r e  t h e y  r e v i e w  this 
s t a t u t e  b e f o r e  then, all s t a t u t e s .

W E N D T E :  A r e  a l l  ten m e m b e r s  f r o m  the A n c h o r a g e  a r e a ?

R O S T E N :  I b e l i e v e  so.

K E L L Y :  Yes, t h e y  a r e  c o n s i d e r i n g  the ti m e  i n v o l v e d .  We 
h a d  to g e t  a g r o u p  t h a t  w o u l d  g e t  t o g e t h e r  i m m e d i a t e l y  . . .

R O S T E N :  W e  t a l k e d  a l s o  a b o u t  h o p e f u l l y  g e t t i n g  i n p u t  
f r o m  the c h a m b e r  of c o m m e r c e .  A t  l e a s t  d r a w i n g  t h a t  to y o u r
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a t t e n t i o n ,  I ' l l  r e c o m m e n d  t h a t  also. W e  c a n  s p e a k  for our
c l i e n t ' s  i n t e r e s t s  or c o m e  to a s k  q u e s t i o n s ,  b u t  I t h i n k  it a l s o  
w o u l d  be v e r y  g o o d  if y o u  c a n  g e t  s o m e  d i r e c t  i n p u t  f r o m  b u s i n e s s  
p e o p l e  w i t h o u t  h a v i n g  to go t h r o u g h  l a w y e r s .

C O W D E R Y :  Yes, I h a d  p l a n n e d ,  in fact, w a s  g o i n g  to m a y  
c o n t r a c t  or h a d  b e e n  s c h e d u l e d  to c o n t a c t  t h e  c h a m b e r  a b o u t  th i s  
m a t t e r  today, but w e  w i l l .  M y  i n t e n t i o n  to h o l d  this, c o n t i n u e  
t h i s  m e e t i n g  on u n t i l  1:00 p.m., a n d  w e ' r e  g o i n g  to b r e a k  for 
l u n c h  a n d  t h e n  c o m e  b a c k  if w e  h a v e  m o r e  p e o p l e  to t e s t i f y .  But 
w e  do i n t e n d  to g e t  a h o l d  of the c h a m b e r .  Rep. U e h l i n g .

U E H L I N G :  T h a n k  you, Mr. C h a i r m a n .  O u s t  g o i n g  o v e r  the 
J o u r n a l  S u p p l e m e n t  here, a n d  a l e t t e r  t h a t  w a s  to B i l l  R a y  f r o m  
J o h n  A b b o t t ,  it w a s  s t a t e d  h e r e  t h a t  t h e  p r o p o s e d  A l a s k a  
C o r p o r a t i o n s  C o d e  is w h a t  t h e y  ca l l  a m i d d l e  of the r o a d  a t t e m p t  
here. M a y b e  y o u  c o u l d  c o m m e n t  on that, y o u  h a d  s a i d  t h a t  t h e r e  
w a s  s o m e  p r o b l e m s  in w h a t  y o u  saw t h a t  t h e y  h a d  p u t  f o r w a r d .  
M a y b e  y o u  c o u l d  c o m m e n t  on that.

R O S T E N :  I ' m  n o t  q u i t e  s u r e  t h a t  I f u l l y  u n d e r s t a n d .
It's m i d d l e  of the r o a d  in the s e n s e  t h a t  i t ' s  n o t  a l l  
s h a r e h o l d e r  o r i e n t e d  a n d  it's n o t  a l l  m a n a g e m e n t  o r i e n t e d .  I 
b e l i e v e  t h a t  w a s  t h e  i n t e n t .  A n d  t h a t  I t h i n k  is a g o o d
a p p r o a c h .  It ' s  a m o r e  d e t a i l e d  s t a t u t e  t h a n  m a n y  states, w h i c h
m a y  be a g o o d  or b a d  t h i n g  f r o m  the a m o u n t  of l i t i g a t i o n  w h i c h
m a y  or m a y  n o t  ensue. T h i s  m e a n s  to say, t h a t  in the a b s e n c e  of
a p r e c i s e  s t a t u t e  s o m e t i m e s  i s s u e s  d o n ' t  c o m e  to l i g h t  a n d  y o u  
can r e l y  on the c o m m o n  law w h i c h  has b e e n  d e v e l o p e d  ov e r  a c o u p l e
h u n d r e d  y e a r s .  O n  the o t h e r  hand, w h e n  y o u  p u t  t h i n g s  d o w n  in
s t a t u t e s ,  s o m e t i m e s  t h e y ' r e  a n s w e r e d  p r e c i s e l y  a n d  t h e r e  is n o t  
n e e d  to go to the c o u r t s .  O t h e r  t i m e s  y o u  get a v e r y  d e t a i l e d  
c o n s t i t u t i o n  as it w e r e ,  a n d  t h e n  y o u  w o r r y  a b o u t  w e l l  w h a t  if 
s o m e t h i n g  w a s n ' t  in there. W a s  it l e f t  o u t  on p u r p o s e .  U n l e s s  I 
t h i n k  y o u ' r e  t a l king a b o u t  a n o t h e r  c o n c e p t ,  m i d d l e  of the road. 
T h i s  is c e r t a i n l y  m o r e  d e t a i l e d  t h a n  a l o t  of c o r p o r a t i o n  c o d e  
s t a t u t e s .  But i t ' s  h a r d  to p r e d i c t  at t h i s  point, w h e t h e r  it's 
g o i n g  to m e a n  m o r e  or l e s s  l i t i g a t i o n  in t h e  f u t ure.

U E H L I N G :  T h a n k  you, Mr. C h a i r m a n .  A n d  a f o l l o w  up
q u e s t i o n ,  w e  t a l k e d  a bit a b o u t  c o r p o r a t i o n s  t h a t  w e r e  m o r e  
v e n t u r e  c a p i t a l  i n t e n s i v e ,  a n d  w e  a l s o  t a l k e d  a b o u t  e n t r e p r e n e u r s  
a n d  g e t t i n g  the m o r e  r i s k y  v e n t u r e s .  In y o u r  o p i n i o n  do y o u  fe e l  
t h a t  the p r o p o s e d  c h a n g e s  in the c o d e  a r e  r e a l l y  g o i n g  to l i m i t  
the v e n t u r e  c a p i t a l i s t s ,  the e n t r e p r e n e u r s  a n d  t h a t  k i n d  of 
t h i n g ?

R O S T E N :  I do t h i n k  it w i l l  as p r e s e n t l y  c o n s t i t u t e d .  
I'm a l s o  c o n c e r n e d  a b o u t  the l a r g e  c o r p o r a t i o n s  w h o  a r e  c o m i n g  in 
h e r e  to do m i n e r a l  d e v e l o p m e n t ,  w h o  w i l l  be s u b j e c t  to these, it 
m a y  h a v e  an i m p a c t  on them. I'm s e n s i t i v e  to the p o i n t  w h e r e  
p e o p l e  c a n  t r a c k  a c o r p o r a t i o n ,  they s h o u l d  be paid. O n e  of the 

r i s k s  y o u  have. T h a t ' s  a ri s k  t h e y  a r e  g e n e r a l l y  a w a r e  of is
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t h a t  it is a c o r p o r a t i o n  a n d  y o u  c a n  is s u e .  It d e p e n d s  on the 
m u s c l e  powe:c y o u  h a v e  in b a r g a i n i n g .  A  b a n k  h a s  e n o u g h  m u s c l e  
p o w e r  w h e n  y o u  go in to g e t  a l o a n  a n d  m a k e  y o u  p e r s o n a l l y  
g u a r a n t e e  t h e  loan. W h e t h e r  y o u  h a v e  t h a t  c a p a c i t y  w h e n  y o u ' r e  
m a k i n g  y o u r  o w n  c o n t r a c t  pith a c o r p o r a t i o n  is u p  to the 
p a r t i c u l a r  c i r c u m s t a n c e s .  Lo t h e r e  is n o  m a g i c  a n s w e r  w h i c h  is 
g o i n g  to p r o t e c t  e v e r y b o d y  a l l  the time. M y  o w n  f e e l i n g  is one 
p a r t i c u l a r  issue, a n d  I d o n ' t  w a n t  to p l a c e  t o o  m u c h  e m p h a s i s  on 
it, b u t  it is the e y e c a t c h e r  for e v e r y o n e ,  is t h a t  it is g o i n g  to 
h a v e  a c h i l l i n g  e f f e c t  a n d  it p e r h a p s  g o e s  too far in t h a t  
d i r e c t i o n .

C O W D E R Y :  Thar k y o u  v e r y  m u c h .  Sec. 96 0 of the b i l l  
e x e m p t s  o f f i c e r s  a n d  d i r e c t o r s  of m a n y  c o r p o r a t i o n s  u n d e r  the 
p r o v i s i o n s  of sec. 488. Do y o u  feel t h a t  c o n s t i t u t i o n  c o u l d  be, 
it w o u l d  s e e m  to m e  t h a t  c o r p o r a t i o n s  a n d  o f f i c e r s  w o u l d
c e r t a i n l y  c h a l l e n g e d  t h a t  s e c t i o n  in a court, if it e v e r  g o t  to 
c o u r t  u n d e r  the F o u r t e e n t h  A m e n d m e n t ,  do y o u  t h i n k  t h a t  c o u l d  be 
g o o d  j o b  s e c u r i t y  for a t t o r n e y s ,  or h o w  do y o u  l o o k  at t hat?

R O S T E N :  W e l l ,  I'd say v e r y  l i k e l y  t h a t  w o u l d  be
c h a l l e n g e d  a n d  y e s  it w o u l d  c r e a t e d  w o r k  for a t t o r n e y s .  A n d  no, 
I d o n ' t  kn o w  h o w  it w o u l d  co m e  out.

C O W D E R Y :  T h a n k  you. A n y  m ore, Rep. B u ssell.

B U S S E L L :  T h a n k  you, Mr. C h a i r m a n .  A r e  t h e r e  q u e s t i o n s
of, if t h e r e  a r e  none, I'd l i k e  to j u s t  a s k  y o u  the sa m e  q u e s t i o n  
I ' v e  a s k e d  m o s t  e v e r y o n e  else. H o w  l o n g  h a v e  y o u  be e n  in A l a s k a ,  
si r ?

R O S T E N :  S e v e n  ye a r s .

B U S S E L L :  S e v e n  years. A n d  d u r i n g  yo u r  t e s t i m o n y  y o u  
m e n t i o n e d  t h a t  u n d e r  p r e s e n t  s t a t u t e  if y o u  r e a l l y  g o t  a
l e g i t i m a t e  c l a i m  or if a c o r p o r a t i o n  in yo u r  o p i n i o n  h a s  a c t e d  
i m p r o p e r l y ,  y o u  can p i e r c e  the c o r p o r a t e  v e i l  a n d  go a f t e r  it if 
t h e r e  is e n o u g h  m o n e y  i n v o l v e d  in it . , . d e p e n d i n g  o n  the
a c t i o n  the c o r p o r a t i o n  is i n v o l v e d  in.

R O S TEN: Yes, it's a sad f a c t  of li f e  that o f t e n  t i m e s  
j u s t i c e  is w h a t  y o u  c a n  a f f o r d .  A n d  w h e t h e r  y o u  can p i e r c e  the
c o r p o r a t e  veil, it t a k e s  m o r e  w o r k  t h a n  if y o u  h a v e  j u s t  the
i n d i v i d u a l  o u t  t h e r e  o n  t h eir own. B u t  if y o u  get a j u d g m e n t  
a g a i n s t  s o m e b o d y ,  it ' s  n o t  w o r t h  m u c h  u n l e s s  th a t  p e r s o n  has 
m o n e y  too. A n d  the o t h e r  t h i n g  y o u  h a v e  to c o n s i d e r  is if you 
p i e r c e  the cor; o r a t e  veil, s o m e t i m e s  the p e r s o n ' s  g o i n g  to be run 
on a s s e t s  an< s o m e t i m e s  that p e r s o n ' s  g o i n g  to f o r m  a c o u p  
a n y w a y .

B U S S E L L :  I ' v e  d o n e  a l i t t l e  b i t  of b u s i n e s s  in A l a s k a  
ov e r  the y e a r s  as I ' v e  b e e n  h e r e  too. A n d  oft times as a 
b u s i n e s s m a n  y o u  h a v e  to look at w h o  y o u ' r e  g o i n g  a f t e r  a n d  d e c i d e
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w h e t h e r  it ' s  a risk of c o n t i n u i n g  y o u r  b u s i n e s s  ju s t  h o w  m u c h  
f u s s  y o u  stir up. You m a y  l o s e  y o u r  s h i r t  g o i n g  a f t e r  . . . I' v e  
. . . t h i s  p i e c e  of l e g i s l a t i o n  w e ' v e  g o t  h e re, I d o n ' t  r e a l l y
see c h a n g i n g  that, do y o u ?

R O S T E N :  No. I t h i n k  the b a s i c ,  w h e n  c l i e n t s  c o m e  i n t o  
m y  o f f i c e  a n d  a r e  u p s e t  a n d  w a n t  to c h a s e  a f t e r  s o m e b o d y .  I w a r n  
t h e m  t h a t  l i t i g a t i o n  is v e r y  e x p e n s i v e ,  it ' s  a h e a d a c h e  to l i v e  
w i t h  no m a t t e r  w h i c h  s i d e  y o u ' r e  on, a n d  y o u  o u g h t  to t h i n k  v e r y  
c a r e f u l l y  b e f o r e  y o u  p u r s u e  t h a t  c o u r s e .  T h o s e  b a s i c  d e c i s i o n s ,  
rules, s t i l l  n e e d  to be m a d e .  A n d  I r e c o m m e n d ,  I do s o m e  
b a n k r u p t c y  law a l s o  a n d  o n e  of the f i r s t  q u e s t i o n s  I ask p e o p l e  
is m a k e  s u r e  y o u ' r e  n o t  t h r o w i n g  g o o d  m o n e y  a f t e r  bad. T h o s e  
s o r t s  of d e c i s i o n s  w i l l  s t i l l  n e e d  to be m a d e  if this c o d e  w e r e  
a d o p t e d .

B U S S E L L :  I d o n ' t  see a n y o n e  on  t h i s  l i s t  f r o m  the c o u r t  
system, b u t  b e i n g  as y o u ' v e  p r a c t i c e d  l a w  h e r e  s e v e n  ye a r s ,  I 
p r e s u m e  y o u  p r a c t i c e d  law . . .can y o u  j u s t  g i v e  m e  an  e s t i m a t e  
f r o m  y o u r  p r o s p e c t i v e  of w h a t  th i s  w o u l d  do, t h i s  p i e c e  of 
l e g i s l a t i o n ' s  g o i n g  to do to the c a s e  l o a d  at the c o u r t s ,  as 
o p p o s e d  to p r e s e n t  s t a t u t e ?

R O S TEN: It w i l l  i n c r e a s e  it. It w i l l  i n c r e a s e  it
b e c a u s e  a n y  t i m e  y o u  a d o p t  a n e w  s t a t u t e ,  t h e r e  is m o r e  
u n c e r t a i n t y ,  t h e r e  is g o i n g  to be m o r e  l i t i g a t i o n  w h i c h  w i l l  
e nsue. W h e t h e r  in fi v e  y e a r s  time t h e r e  w o u l d  b e  m o r e  or le s s  
c a s e  l o a d  in the c o u r t s  is h a r d  to p r e d i c t  b e c a u s e  a f t e r  a 
c e r t a i n  n u m b e r  of y e a r s  w h e n  t h i n g s  h a v e  w o r k e d  all the w a y  u p  to 
the s u p r e m e  court, d e c i s i o n s  h a v e  c o m e  down, t h i n g s  b e c o m e  
c l a r i f i e d ,  a n d  this co d e  d o e s  s p e l l  o u t  a l o t  of t h i n g s  w h i c h  a r e  
n o t  m e n t i o n e d  or o t h e r w i s e  a m b i g u o u s  u n d e r  the p r e s e n t  code. 
It's a n e c e s s a r y  p a r t  of c h a n g e ,  a n d  I t h i n k  if the c o d e  o v e r a l l  
is a t h i n g  w o r t h w h i l e  a d o p t i n g ,  t h a t ' s  the p r i c e  s o c i e t y  pays. 
I 'm c h u c k l i n g  b e c a u s e  w h o ' s  g o i n g  to m a k e  m o n e y  d u r * u g  that. 
W ell, we  a l l  k n o w  w h o  m a k e s  m o n e y  d u r i n g  that. T h a t  is j u s t  a 
price, a n d  t h a t ' s  s o m e t h i n g  y o u  n e e d  to c o n s i d e r  g o i n g  in t o  
that.

B U S S E L L :  T h a t  a n s w e r ' s  a b o u t  l i k e  I t h o u g h t  it w o u l d  
co m e  out, too. B u t  y o u  k n o w  I t r y  to a v o i d  s a y i n g  t h a t  th i s  
p i e c e  of l e g i s l a t i o n  is a a l a w y e r s  r e l i e f  act, a l t h o u g h  . . .

R O S T E N :  W e ll, this, o n e  of the a t t o r n e y s  in our f i r m  
has a c a r t o o n  in his o f f i c e  w h i c h  I f i n d  v e r y  apt. It s h o w s  two 
f a r m e r s  a r g u i n g  over a c o w  a n d  a l a w y e r  in t h e  m i d d l e  m i l k i n g  the 
cow.

B U S S E L L :  L e t  me  ask y o u  o n e  m o r e  q u e s t i o n  a b o u t  th i s  
$ 25,000. I d o n ' t  kn o w  e x a c t l y  h o w  th a t  $ 2 5 , 0 0 0  w a s  r e a c h e d  at, 
w h e t h e r  it w a s  w i t h  a i d  of a d a r t  b o a r d  or what. A f t e r  this five 
y e a r s  p e r i o d ,  l e t ' s  j u s t  say w e  m a k e  u p  a s c e n a r i o  here, t h a t  
this t h i n g  is a d o p t e d  t o m o r r o w  a n d  w e  b e g i n  th i s  fi v e  y e a r s .  Is
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t h a t  $ 2 5 , 0 0 0  in y o u r  o p i n i o n  g o i n g  to b e  $100,000 in fi v e  y e a r s ?

R O S T E N :  I th i n k ,  b e c a u s e  it w o u l d  be i n c r e a s e d  s i m p l y  
b e c a u s e  of i n f l a t i o n  or for w h a t e v e r  r e a s o n  . „ .

B U S S E L L :  I n c r e a s e d  as a r e s u l t  of t h e s e  c a s e s  t h a t  are 
g o i n g  to c o m e  f o r w a r d  o u t  of t h i s  . . .

R O S T E N :  I s h o u l d  s a y  t h a t  t h e  f i v e  y e a r  p e r i o d ,  a n d  I 
g u e s s  o n e  e x c e p t i o n  to t h a t  is if t h i s  c o d e  w e r e  a d o p t e d  in its 
p r e s e n t  f o rm, t h e  n u m b e r  of c a s e s  w o u l d  n o t  d e c r e a s e  a f t e r  f i v e  
y e a r s  u n d e r  the $ 2 5 , 0 0 0 .  If t h e y  c a n  go a f t e r  s o m e b o d y  for 
$ 2 5 , 0 0 0 ,  y o u ' r e  g o i n g  to do. A n d  i n c r e a s i n g  it to $ 1 0 0 , 0 0 0  w o u l d  
i n c r e a s e  s l i g h t l y  the n u m b e r  of cases.

B U S S E L L :  I ' m  t r y i n g  to t h i n k  of t h e  f u t u r e  impact, or 
i m p a c t  on f u t u r e  l e g i s l a t u r e s .  If y o u  do this, o b v i o u s l y ,  or at 
l e a s t  if I w a s  out t h e r e  t r y i n g  to w h a c k  s o m e b o d y ,  I w o u l d  be 
p u t t i n g  p r e s s u r e  on l e g i s l a t o r s  to i n c r e a s e  t h a t  a m o u n t .  A n d  if 
I w e r e  a m e m b e r  of the bar a s s o c i a t i o n ,  I'd be p u t t i n g  p r e s s u r e  
o n  t h e m  to i n c r e a s e  t h a t  t u r k e y  so I c o u l d  get s o m e  d o u g h  to . .

R O S T E N :  W e l l ,  no, n o t  n e c e s s a r i l y .  I m e a n  I take
e x c e p t i o n  . . . C e r t a i n l y ,  s p e a k i n g  as  c o m m e r c i a l  l a w y e r ,  m y  job 
is to p r o t e c t  m y  c l i e n t s .  A n d  I r e p r e s e n t  c l i e n t s  on bo t h  
sides. A n d  w h a t  I t h i n k  is r e a s o n a b l e  is j u s t  that. L o o k  a t  the 
p o l i c y  b e h i n d  the s t a t u t e ,  t h a t ' s  a s o c ial, p h i l o s o p h i c a l  
d e c i s i o n  to r e a c h  w h a t  a m o u n t ,  a n d  I t h i n k  t h e r e  w o u l d  be j u s t  as 
m a n y  a t t o r n e y s  t r y i n g  to k e e p  the l i m i t  to $ 2 5 , 0 0 0  or to d e c r e a s e  
it to b e t t e r  p i o t e c t  t h e  c o r p o r a t e  c l i e n t s  as t h e r e  w o u l d  be on 
the o t h e r  side. I t h i n k  t h a t  if y o u  do p a s s  t h i s  p i e c e  of 
l e g i s l a t i o n  or s o m e t h i n g  th a t  c o m e s  o u t  of this, t h e n  it b e h o o v e s  
the l e g i s l a t u r e  to s t a y  v e r y  c l o s e l y  t u n e d  o v e r  the ne x t  s e v e r a l  
y e a r s  to the g o o d  t h i n g s  a n d  t h e  b a d  t h i n g s  a b o u t  the l e g i s l a t i o n  
as th e y  p r o v e  o u t  a n d  to be v e r y  w i l l i n g  to take a s e c o n d  l o o k  at 
it. A n d  n o t  say that, w e l l ,  w e ' v e  s p e n t  a lot of ti m e  a n d  
e f f o r t ,  n o w  our job is done, a n d  w e  d o n ' t  h a v e  to w o r r y .  A n d  I'm 
s u r e  t h e r e ' l l  be p e o p l e  l o b b y i n g  y o u  o n e  w a y  or the other.

B U S S E L u : T h a n k  you, sir. I d o n ' t  h a v e  a n y  f u r t h e r
q u e s t i o n s .  1 do t h a n k  y o u  for c o m i n g  d o w n  h e r e  a n d  s h a r i n g  yo u r  
c o m m e n t s  w i t h  us. Rep. W e n d t e .

W E N D T E :  I just, g i v e n  the o n e  q u e s t i o n  that, Rep.
F u r n a c e  I b e l i e v e  t h i s  m o r n i n g  d i s t r i b u t e d  a l e t t e r  f r o m  the 
c o u r t  s y s t e m  . . .

B U S S E L L :  Yes, I h a v e  it. A n d  t h a t ' s  the c o u r t  s y s t e m ' s  
o p i n i o n .  I'd l i k e  a n  a t t o r n e y ' s  o p i n i o n ,  p r a c t i c i n g  h e r e  for 
s e v e n  y e a r s ,  a n d  it g o e s  r i g h t  a l o n g  w i t h  mine. I t h i n k  t h a t  the 
n u m b e r  of c a s e s  w o u l d  p r o b a b l y  q u a d r u p l e ,  a n d  I t h i n k  in five 
y e a r s  th e y  w o u l d  p r o b a b l y  d o u b l e  again.
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R O S T E N :  I d o n ’t k n o w  t h a t  t h a t  w o u l d  n e c e s s a r i l y  be
t r u e  in fi v e  ye a r s .

V O I C E :  I ' m  s u r e  Mr. S n o w d e n  w o u l d  not h e s t i t a t e  to
p o i n t  o u t  a d d i t i o n a l  c a s e  l o a d s  in c o n s i d e r a t i o n  of h i s  b u d g e t ,
so, t h e y ’re n o t  k n o w n  to be too c o n s e r v a t i v e  in t h e i r  b u d g e t
r e q u e s t s .

B U S S E L L :  H e  m a y  w a n t  to r e v i s e  h i s  f i s c a l  n o t e  a f t e r
th i s  . . .

C O W D E R Y :  T h a n k  you. N e x t  p e r s o n  up, Mr. R e i t m a n .

V O I C E :  A  q u e s t i o n  h e r e  f r o m  C o m m i s s i o n e r  Bro w n .

C O W D E R Y :  Yes, Mr. Brown.

BROWN: Yes, thvink you, Mr. C h a i r m a n .  W h a t  I w a n t  to ask 
Mr. R o s t e n  w a s  o n e  q u e s t i o n .  A l s o  I :o u l d  j u s t  h o p e  t h a t  m e m b e r s  
of t h e  ta s k  f o r c e  w i l l  be in t o u c h  b o t h  w i t h  J o h n  A b b o t t  w h o  
l i v e s  in A n c h o r a g e  a n d  a l s o  C o m m i s s i o n e r  J e r r y  K u r t z ,  b e c a u s e  
J e r r y  is the d e s i g n e e  of the A l a s k a  B a r  A s s o c i a t i o n .  In fact, he 
is t h e i r  r e p r e s e n t a t i v e  on the co d e  r e v i s i o n  c o m m i s s i o n .  Mr. 
R o s t e n ,  I h o p e  y o u  kn o w  that. Y o u  m a y  k n o w  J e r r y  v e r y  w ell. I
ju s t  w a n t e d  to ask a b o u t  this m e n t i o n  of p r o b l e m s  of a b u r d e n  of
r e q u i r e m e n t  of i n s p e c t i o n  at the p l a c e  of b u s i n e s s .  A r e  y o u
r e f e r r i n g  to sec. 233 w h i c h  r e q u i r e s  the c o p y  of b y l a w s  to be a t  
the p l a c e  of b u s i n e s s ?

R O S T E N :  I w a s  r e f e r r i n g  to w h a t  R o g e r  H e n d e r s o n  w a s
r e f e r r i n g  to. A n d  I d o n ' t  h a v e  the s e c t i o n  n u m b e r  r i g h t  a t
hand. T h a t  w o u l d  be o n e  i n s t a n c e ,  yes.

B R O W N :  O.K. T h a t  w a s  the s e c t i o n  t h a t  h e  r e f e r r e d  to. 
I'm n o t  r e a l l y  s u r e  h o w  b u r d e n s o m e  it is to h a v e  a few d o z e n  
p l a c e s  for a d o c u m e n t  h a s  its h e a d q u a r t e r s  o f f i c e .  T h e  o t h e r  
thing, m a y b e  as a f o o t n o t e  eit h e r  for c o m m i t t e e  s t a f f  or for 
P r o f e s s o r  F e s s l e r  or s o m e t h i n g .  I s u g g e s t  t h a t  m a y b e  the 
r e s p o n s e  or c o m m e n t  on the N a t i v e  c o r p o r a t i o n s  in 960 m i g h t  hf /e 
a d i f f e r e n t  a n s w e r  a f t e r  1991. I d o n ' t  k n o w  if a n y b o d y ' s  l o o k e d  
into that. T h a t ' s  a l l  I have, Mr. C h a i r m a n .

C O W D E R Y :  O.K. T h a n k  you, Mr. B r o w n .  I'm s u r e  t h e  ta s k  
f o r c e  w i l l  be in c o n t a c t  w i t h  the code r e v i s i o n  board.

RO S T E N :  Yes, w e  will, a n d  t h a n k  y o u  for b r i n g i n g  t h a t  
to our a t t e n t i o n ,  again.

C O W D E R Y :  Stan, is it, it l o o k s  l i k e  a d o c tor, no.

R E I T M A N :  My n a m e  is S t a n  R e i t m a n ,  a n d  I'm an a t t o r n e y  
in A n c h o r a g e .  A n d  I ' v e  b e e n  h e r e  s o m e  t w e n t y  o d d  y e a r s ,  a n d  I
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h a v e  p r a c t i c e d  in t h i s  a r e a  for so m e  l e n g t h  and for s o m e  time. 
I ' d  ju s t  l i k e  to m a k e  a c o u p l e  of g e n e r a l  o b s e r v a t i o n s , if X may, 
w i t h o u t  g e t t i n g  too m u c h  in the s p e c i f i c s .

N u m b e r  one, t h e  e x i s t i n g  s t a t u t e  is n o t  b r o k e .  It 
ain't. I t h i n k  a n y  i m p l i c a t i o n  t h a t  A l a s k a  p i c k e d  u p  s o m e t h i n g  
off the s h e l f  t h a t  w a s  s o m e  so r t  of a b s u r d i t y ,  or s o m e  s o r t  of 
h a l f - b a k e d  c o r p o r a t i o n  c o d e  is ju s t  n o t  true. T h e  g e n e s i s  of the 
e x i s t i n g  s t a t u t e  w a s  d e v e l o p e d  in the '50s a n d  has b e e n  k e p t  up  
to d a t e  b y  a s e r i e s  of a m e n d m e n t s  over t h e  ye a r s ,  w h i c h  A l a s k a  
h a s n ' t  k e p t  u p  w i t h  u n f o r t u n a t e l y .  A n d  the p e o p l e  w h o  w o r k e d  o n  
t h a t  s t a t u t e  w e r e ,  c a m e  f r o m  a p r e t t y  d i v e r s e  g r o u p  T h e r e  w e r e  
a c a d e m i c s ,  t h e r e  w e r e  p r a c t i t i o n e r s ,  t h e r e  w e r e  p e o p l e  i n  the 
b u s i n e s s  w o r l d ,  t h e r e  w e r e  f i n a n c i a l  types, t h e r e  w e r e  
g o v e r n m e n t a l  p e o p l e .  A n d  the s t a t u t e  r e c e i v e d  w i d e s p r e a d  
a p p r o v a l  a n d  w a s  p i c k e d  u p  by A l a s k a .  [TAPE C H A N G E ]  . .
i n o v a t i o n ' s  sake. Y o u  d o n ' t  w a n t  to b e  d i f f e r e n t  j u s t  b e c a u s e  
y o u ' r e  in A l a s k a .  Y o u  w a n t  to be li k e  t h e  o t h e r  j u r i s d i c t i o n s .  
If a n y t h i n g ,  w e  w a n t  to e n c o u r a g e  c a p i t a l  to c o m e  in h e r e .  W e  
w a n t  to e n c o u r a g e  l e n d e r s  to c o m e  in. W e  w a n t  e n t r e p r e n e u r s  to 
c o m e  in. W e  d o n ' t  w a n t  to h a v e  so m e  s p e c i a l  s t a t u t e  in A l a s k a  
b e c a u s e  we  o s t e n s i b l y  h a v e  s p e c i a l  needs. W e  h a v e  s o m e  s p e c i a l  
needs* b u t  t h e y ' r e  n o t  t h a t  d i f f e r e n t  t h a n  t h e y  a r e  in O r e g o n ,  or 
N e w  York, or C a l i f o r n i a .  N o w  a d m i t t e d l y  in t h o s e  t w o  l a r g e  
states, p a r t i c u l a r l y  N e w  Y o r k  a n d  C a l i f o r n i a  w h e r e  t h e r e  a r e  
l i t e r a l l y  t h o u s a n d s  a n d  t h o u s a n d s  of c o m p e t i n g  forces, t h e y  h a v e  
t i n k e r e d  or d e v e l o p e d  t h e i r  o w n  p h i l o s o p h y .  B u t  t h e y  c a n  d o  it. 
T h e y  can go it a l o n e  to s o m e  extent. A l a s k a  d o e s n ' t  n e c e s s a r i l y  
w a n t  to do that. If y o u ' v e  ever d e a l t  w i t h  an  o u t s i d e  c o n c e r n  
t h a t  w a n t e d  to i n v e s t  in A l a s k a ,  a n d  t h e y  w a n t  to know s o m e t h i n g  
a b o u t  the c l i m a t e  in w h i c h  t h e y ' r e  g o i n g  to o p e r a t e ,  t h e y  w a n t  
p r e d i c t i b i l i t y . T h a t ' s  o n e  of the g o a l s  of a n y  law w r i t e r  or law 
g i v e r  or l a w  a c a d e m i c ,  or w h a t  h a v e  y o u  is p r e d i c t i b i l i t y .  A n d  
w e  w a n t  to be a b l e  to m o v e  f r e e l y  a c r o s s  s t a t e  lines.

N o w  w h e n e v e r  y o u ' v e  h a d  a q u e s t i o n  or i n q u i r y  f r o m  
s o m e b o d y  in a n o t h e r  j u r i s d i c t i o n ,  w h e t h e r  it w a s  a D a n k  or 
w h e t h e r  it w a s  a n  i n v e s t o r ,  or w h a t  h a v e  you, w e  w e r e  a b l e  to say 
we  h a v e  the M o d e l  C o r p o r a t i o n  A c t  in A l a s k a .  T h a t  w a s  r e c o g n i z e d  
a n d  s t o o d  us w e l l ,  in g o o d  s t e a d  as I say. S o  j u s t  g e t  o v e r  the 
m y t h  that, w e  d o n ' t  h a v e  s o m e t h i n g  t h a t ' s  w o r k i n g  b e c a u s e  i t ' s  n o t  
true. It h a s  w o r k e d .  Now, t h e r e  are p e o p l e  who, p a r t i c u l a r l y  in 
the l a s t  f e w  ye a r s ,  a n d  in regard, I k n o w  w i t h  the N a t i v e  
c o r p o r a t i o n s  w h o  h a v e  f o u n d  so m e  a r e a s  w h i c h  p r o b a b l y  n e e d  so m e  
b e e f i n g  up or s o m e  c h a n g e  or so m e  c l a r i f i c a t i o n .  A n d  I k n o w  t h a t  
a n u m b e r  of the p r a c t i t i o n e r s  w h o  w o r k  for t h e  N a t i v e  
c o r p o r a t i o n s  h a v e  p a r t i c i p a t e d  in this code, but t h e r e  a r e  m a n y  
o t h e r  p e o p l e  w h o  h a v e n ' t  u n f o r t u n a t e l y .

N o w  the s e c o n d  t h i n g  th a t  I t h i n k  is w o r t h y  of n o t e  is 
that t h e r e  d e f i n i t e l y  h a s  n o t  been a d e q u a t e  c o n s i d e r a t i o n  to the 
s m a l l  c o r p o r a t i o n s  or t h e  s m a l l  group, the m a  a n d  pa as it w a s  
r e f e r r e d  to here. In f a c t  I see in a d d i t i o n  to t h i s  l i a b i l i t y

- 44 -



m a t t e r  w h i c h  h a s  b e e n  t a l k e d  a b o u t  th i s  m o r n i n g  w h i c h  I t h i n k  is 
d e f i n i t e l y  g o i n g  to d i s c o u r a g e  a n y b o d y  f r o m  u s i n g  a c o r p o r a t i o n .  
J u s t  uo g i v e  y o u  a q u i c k  e x a m p l e .  If I w a s  g o i n g  to t a r t  an 
e n t e r p r i s e  t o m o r r o w ,  a n d  I w a n t  to hir s o m e  t a l e n t .  A n d  o n e  of 
t h e  i n d u c e m e n t s  for h i r i n g  t a l e n t  is to m a k e  t h a t  p e r s o n  an 
o f f i c i a l ,  a n  o f f i c e r ,  or to g i v e  that p e r s o n  s o m e  s t o c k  in the 
c o r p o r a t i o n ,  y o u ' d  be a chump, y o u ' d  be a fool, y o u  say, to 
a c c e p t  t h a t  a s s i g n m e n t .  I m e a n  y o u ' v e  g o t  to h a v e  y o u r  h e a d  
e x a m i n e d .  A n d  t h a t ' s  w h a t  y o u ' d  be f o i s t i n g  on u n s u s p e c t i n g  
p e o p l e  t h a t  are g o i n g  t o  go in t o  a s s i s t i n g  e n t r e p r e n e u r s .  Y o u  
k n o w  the c r e d i t o r s  a r e  b i g  boys. If y o u  a r e  in t h e  b u s i n e s s  of 
e x t e n d i n g  c r e d i t ,  w h e t h e r  y o u ' r e  a b a n k  or a m a t e r i a l m a n  or 
w h e t h e r  y o u ' r e  a l a w y e r  or a l u m b e r m a n  ir w h a t  h a v e  you, y o u  k n o w  
w h a t  it is to g r a n t  c r e d i t .  Y o u ' r e  s u p p o s e d  to i n v e s t i g a t e ,  
y o u ' r e  s u p p o s e d  m o n i t o r ,  y o u ' r e  t a k i n g  a risk, a n d  t h a t ' s  p a r t  of 
th e  ba l l  g ame. S c  all t h i s  g r e a t  c o n c e r n  a b o u t  the c r e d i t o r s  w h o  
a r e  b e i n g  c h e a t e d  h e r e  in A l a s k a ,  I t h i n k  is j u s t  so m u c h  
p o p p y c o c k .  T h e y ' r e  not. W e  h a v e  a d e q u a t e  t o o l s  to g e t  at  then. 
A n d  as i n d i c a t e d  t h i s  m o r n i n g ,  if t h e r e  is a n y  f r a u d  i n v o l v e d ,  
m i d d l v ' v  t h e r e  is a r o a d  to take, that i t ' s  d u e a b l e .  A g a i n ,  in 
th e  snu LI c o r p o r a t i o n  a r e a ,  or s m a l l  i n v e s t o r  area, o n e  of the 
t o o l s  . a t ' s  f r e q u e n t l y  u s e d  a n d  v e r y  e f f e c t i v e l y  u s e d  is a 
s h a r e h o l d e r ' s  a g r e e m e n t .  It's a t r e a t y  as r e f e r r e d  t o  in the 
c o m m e n t a r y ,  a t r e a t y  if y o u  w i l l .  W e l l ,  I d o n ' t  k n o w  w h a t ' s  
w r o n g  w i t h  a t r e a t y .  A n d  t h e  tre'.ty, if y o u  w i l l ,  if t h e r e  is 
u n a n i m i t y  a m o n g  the s h a r e h o l d e r s  is d e s i g n e d  to in e f f e c t  c r e a t e  
an o p e r a t i o n a l  f o r m  t h a t ' s  a k i n  to a p a r t n e r s h i p ,  w h i c h  is v e r y  
b e n e f i c i a l  to the s m a l l  o r g a n i z a t i o n .  W e  a r e  g o i n g  to h a v e  m u c h  
m o r e  d i f f i c u l t y  w i t h  that. W e  are g o i n g  to h a v e  a lot m o r e  
t r o u b l e  w i t h  it t h a t  w e ' v e  g o t  to v/ork t h r o u g h  t h e  a r t i c l e s  of 
i n c o r p o r a t i o n  as w a s  a l l u d e d  to t h i s  m o r n i n g .

For e x a m p l e ,  t h e r e  h a s  b e e n  a s w i n g  t o w a r d s  m o r e  
i n f o r m a l i t y  in t h a t  if y o u  h a v e  le s s  t h a n  t h r e e  s h a r e h o l d e r s  
un der e x i s t i n g  s t a t u t e ,  y o u  can h a v e  f e w e r  n u m b e r  of d i r e c t o r s .  
In o t h e r  w o r d s ,  y o u  g o t  two s h a r e h o l d e r s ,  y o u  can h a v e  two 
d i r e c t o r s .  If y o u  h a v e  o n e  s h a r e h o l d e r ,  y o u  can h a v e  one 
d i r e c t o r .  W e l l ,  t h a t ' s  b e e n  k n o c k e d  out. A n d  t h a t ' s  s y m p t o m a t i c  
of w h a t  I t h i n k  is t h e  f a i l u r e  to deal w i t h  the s m a l l  m a  a n d  pa 
c o r p o r a t i o n s ,  if y o u  w i l l .  I t h ink th i s  s t a t u t e  as it s t a n d s  is 
g o i n g  to d o  a g r e a t  d e a l  to d i s c o u r a g e  the use of c o r p o r a t i o n s .  
If t h a t ' s  w h a t  y o u  w a n t  to do fine. T h e  m o v e m e n t  in t h e  t a x  law 
is d e f i n i t e l y  t o w a r d s  t h e  p a r t n e r s h i p .  I m e an, n o w a d a y s  it i s n ' t  
as i m p o r t a n t  to use c o r p o r a t i o n s  for tax p u r p o s e s  as it u s e d  to 
be. B e c a u s e  to a g r e a t  e x t e n t  t here is w h a t  w e  call p a r i t y  n o w  
in the law. A n d  m a n y  of t h e  a d v a n t a g e s  th a t  y o u  c o u l d  p r o c u r e  
f r o m  a t a x  s t a n d p o i n t  a t  the c o r p o r a t e  l e v e l  is n o w  a v a i l a b l e  a t  
the u n i n c o r p o r a t e d  l e v e l .  A n d  as a l s o  as y o u  know, t h a t  for tax 
p u r p o s e s  n o w  the c o r p o r a t i o n  in the f o r m  t h e y  c a l l  the S 
c o r p o r a t i o n  is in e f f e c t  a p a r t n e r s h i p  for a l l  p r a c t i c a l  
p u r p o s e s .  But w h a t  y o u ' r e  d o i n g  h e r e  is y o u ' r e  t a k i n g  a w a y  the 
c o r p o r a t i o n  in its t r a d i t i o n a l  fo r m  as a m e a n s  of l i m i t i n g  
l i a b i t y  for the i n v e s t o r .  A n d  I m i g h t  a d d  the c o r p o r a t i o n  is a



v e r y  u s e f u l  tool for b r i n g i n g  p e o p l e  in a n d  out of o w n e r s h i p  a n d  
b r i n g i n g  t h e m  in a n d  o u t  of m a n a g e m e n t .

A t  a n y  rate, I t h i n k  t h a t  the s t a t u t e  d o e s  h a v e  a 
n u m b e r  of b e n e f i c i a l  p r o v i s i o n s  in there. B u t  th e y  c o u l d  h a v e  
a c c o m p l i s h e d  v e r y  m u c h  the s a m e  thing, l a d i e s  a n d  g e n t l e m e n ,  by 
s i m p l y  t a k i n g  the M o d e l  A c t ,  w h i c h  w e  do h ave, c o m p a r i n g  it w i t h  
the M o d e l  A c t  as a m e n d e d  a t  t h e  n a t i o n a l  level, all right, a n d  
s e e i n g  t h o s e  a r e a s  w h e r e  t h e r e  a r e  d e f i c i e n c i e s ,  a n d  t h e n  c u r i n g  
t h e m  w i t h o u t  s w e e p i n g  t h i s  t h i n g  ' w a y  w i t h  o n e  b i g  swoop. A n d  I 
r e a l i z e  if I w e r e  a l a w  w r i t e r  a n d  1 w a s  a law gi v e r ,  I m i g h t  
w a n t  to p u t  m y  s t a m p  of a p p r o v a l  or m y  n a m e  o n  an  a u s p i c i o u s  
p i g c e  of l e g i s l a t i o n ,  b u t  w h e t h e r  or not the p u b l i c  is g o i n g  to 
be s e r v e d  is a n o t h e r  q u e s t i o n .

A n d  I w o u l d n ' t  be t o o  c o n c e r n e d  a b o u t  t h i s  b u s i n e s s  of 
t he c r e d i t o r s  g e t t i n g  p u t  upon. I d o n ' t  t h i n k  t h a t ' s  true. I 
t h i n k  w h a t  y o u ' r e  d o x n g  is y o u ' r e  f o i s t i n g  on  us w i t h o u t  an 
o p p o r t u n i t y  for a lot of f o l k  w h o  r e a l l y  w o r k  a n d  n e e d  the t o o l s  
t h a t  are p r e s e n t l y  a v a i l a b l e  to h a v e  a c h a n c e  to d i g e s t  t h e  d a r n  
t hing. T h a n k  you.

C O W D E R Y :  C o u l d  y o u  s p e l l  your l a s t  name.

R E I T M A N :  Yes. R - e - i - t - m - a - n .

C O W D E R Y :  Rep. P e s t i n g e r .

P E S T I N G E R :  T h a n k  you, Mr. R e i t m a n .  It l o o k s  l i k e  w e
h a v e  the o p p o r t u n i t y  to t r y  to i d e n t i f y  the b e s t  of the p r o p o s e d  
p r o v i s i o n s .  W h i l e  w e  h a v e  a p r a c t i c a l  o p p o r t u n i t y  w h i c h  y o u  
s u g g e s t e d  w h i c h  is to t a k e  our o r i g i n a l  m o d e l  a c t  a n d  c o m p a r e  it 
to how i t ' s  b e e n  a m e n d e d  o n  the n a t i o n a l  level. C a n  y o u  
c h a r a c t e r i z e  w h a t  k i n d  of a j o b  w e  w o u l d  be  f a c i n g  if w e  t o o k  our 
e x i s t i n g  law a n d  c o m p a r e d  it to h o w  i t ' s  b e e n  a m e n d e d  o n  the 
n a t i o n a l  l e v e l ?  C o u l d  y o u  c h a r a c t e r i z e  w h a t  k i n d  of an e f f o r t  
t h a t  w o u l d  be? A n d  c o u l d  y o u  c h a r a c t e r i z e  a n y  p a r t i c u l a r  or 
i d e n t i f y  a n y  pat t i c ular a r e a s  w h e r e  y o u  d , t h i n k  w e  do n e e d  to 
s u p p l e m e n t  our e x i s t i n g  a c t ?

R E I T M A N :  No, well, I w o u l d n ' t  w a n t  to a s k  a l o t  of 
q u e s t i o n s .  No, I p r e f e r  n o t  to g e t  i n t o  the d e t a i l  on that. I 
t h ink the c o m p a r i s o n  I ' m  s u r e  h a s  b e e n  done. I ' m  s u r e  l o g i c a l l y  
a n d  h o p e f u l l y  the r e v i s i o n  c o d e  c o m m i t t e e  a n d  P r o f e s s o r  F e s s l e r  
h a v e  do n e  this. As to w h a t  w o u l d  be i n v o l v e d  in t h a t  c o m p a r i s o n ,  
I d o n ' t  t h i n k  it w o u l d  be a t r e m e n d o u s  u n d e r t a k i n g  in t e r m s  of 
s c h o l a r s h i p  or in t e r m s  of m a n  days. No, I i m a g i n e  it c o u l d  be 
d o n e  in y o u  kn o w  l e s s  t h a n  a w e e k  in t e r m s  of, l e s s  th a n  five 
days, or s o m e t h i n g  if s o m e b o d y  d i d  it.

P E S T I N G E R :  W e l l ,  w e  h a v e  this 30 d a y  p r o b l e m  of the 
t a s k  f o r c e  f r o m  the b u s i n e s s  law s e c t i o n  of the A l a s k a  Bar. A n d  I 
w o n d e r  if t h a t  task f o r c e  w o u l d  be i n t e r e s t e d  in m a k i n g  that
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c o m p a r i s o n .  N o w  I c a n ' t  s p e a k  for the task force, t h e y ' r e  
a l r e a d y  v o l u n t e e r i n g  as it is. T h e y ' r e  t a k i n g  on a t r e m e n d o u s  
w o r k  load, b u t  I w o n d e r  if t h a t  m a y  be is a v e r y  p r a c t i c a l  
c o m p a r i s o n .

R E I T M A N :  I t h i n k  t h a t ' s  a g o o d  s u g g e s t i o n .

C O W D E R Y :  Rep. F u r n a c e .

F U R N A C E :  I b e l i e v e  Rep. P e s t i n g e r  w a s  r e a d i n g  m y  n o t e s  
h ere. No, I a p p r e c i a t e  t hat, I h a d  a q u e s t i o n  a l o n g  t h o s e  same 
lines. I t h i n k  y o u  h a v e  a n s w e r e d  it.

C O W D E R Y :  Rep. B u s s e l l .

B U S S E L L :  T h a n k  you, Mr. C h a i r m a n .  Mr. R e i t m a n ,  h o w  long 
h a v e  y o u  b e e n  in A l a s k a ?

R E I T M A N :  T w e n t y - f i v e  ye a r s .

B U S S E L L :  I g u e s s  I s h o u l d  p r o b a b l y  p u t  t h a t  on the
s h e e t  w h e n  e v e r y b o d y  s i g n s  »>p so I d o n ' t  h a v e  to a s k  th a t  
q u e s t i o n .  T h a n k  you.

C O W D E R Y :  T h a n k  you. N e x t  p e r s o n  to t e s t i f y ,  Mr. Bob
V a s q u e z .

V A S Q U E Z :  Mr. V a s q u e z .  T h a n k  you, Mr. C h a i r m a n .  M o s t  of 
the c o m m e n t s ,  all of the c o m m e n t s ,  in* fact, th a t  I w a s  g o i n g  to 
m a k e  this m o r n i n g  h a v e  a l r e a d y  b e e n  a d d r e s s e d  by the p r e v i o u s  
w i t n e s s e s .  A n d  in t h e  i n t e r e s t s  of the c o m m i t t e e ' s  v a l u a b l e
time, I w i l l  let the c o m m e n t s  s t a y  . . .

V O I C E :  M o d e r a t o r  in J u n e a u ,  w e  h a v e  l o s t  the A n c h o r a g e  
t r a n s m i s s i o n  for now.

C O W D E R Y :  O.K. Fine, w e ' r e  b a c k  on now. T h a n k  you. Mr.
D a v i d  B e n d e l l .  S t a t e  y o u r  n a m e  a n d  s p e l l  y o u r  la s t  n a m e  for the
record, p l e ase.

B E N D E L L :  D a v i d  B e n d e l l ,  B - e - n - d - e - 1 - 1 .  A n d  I ' m  a l s o  a 
m e m b e r  of the A l a s k a  Bar A s s o c i a t i o n ' s  task force. I g u e s s  my 
c o m m e n t s  p r i m a r i l y  a r e  d i r e c t e d  as Mr. K e l l y ' s  were, th a t  it is 
s i m p l y  d i f f i c u l t ,  if n o t  i m p o s s i b l e ,  for t h o s e  m e m b e r s  of the
task f o r c e  w h o  a t  the p r e s e n t  t i m e  g i v e  r e a l l y  a n y  so r t  of
o p i n i o n  as to the e f f i c a c y  fo the bill, s i n c e  w e  r e a l l y  h a v e n ' t  
h a d  th a t  m u c h  time to s t u d y  it. Our o r g a n i z a t i o n a l  m e e t i n g  w a s  
v e r y  r e c e n t l y ,  the o t h e r  m o r n i n g .  A n d  w e ' r e  ju s t  n o w  in the
p r o c e s s  of p a r c e l i n g  out p o r t i o n s  of the b i l l  to be a n a l y z e d  by 
v a r i o u s  of the v o l u n t e e r s .  I'd just l i k e  to m a k e  a f e w
c o m m e n t s .

T h e  f i r s t  o n e  is, I guess, a c o u p l e  of c o m m e n t s  h a v e
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b e e n  m a d e  h e r e  t o d a y  t h a t  t h i s  m i g h t  be a l a w y e r s  r e l i e f  act. 
W ell, in m y  c a s e  I t h i n k  t h a t ' s  r e a l l y  q u i t e  o n  p o i n t  b e c a u s e  I'm 
a b a n k r u p t c y  lawyer a n d  th i s  is r e a l l y  g o i n g  to be a r e l i e f  act 
for m e  if th i s  t h i n g  g e t s  p a s s e d  b e c a u s e  a l l  t h e s e  d i r e c t o r s  a n d  
all t h e s e  o f f i c e r s  a r e  g o i n g  to c o m e  k n o c k i n g  on m y  door. A n d  
t h e y ' r e  g o i n g  to say, w e l l ,  y o u  kn o w  I've g o t  all t h e s e  d e b t s  a n d  
I've g o t  to g e t  out f r o m  u n d e r  a n d  I ' m  g o i n g  to p u t  t h e m  under. 
A s  to w h o s e  b e n e f i t  t h a t ' s  g o i n g  to be, I ' m  n o t  e n t i r e l y  sure.
A l l  t h e y ' r e  g o i n g  to say is I ' m  n o t  r e a l l y  l o o k i n g  for t h a t  ki n d
of relief.

T h e  s e c o n d  point, I m e n t i o n e d  I ' m  p r a c t i c i n g  in the 
b a n k r u p t c y  act, a c t u a l l y  p r a c t i c i n g  in b a n k r u p t c y  s e c u r i t i e s .  
T h e  s e c o n d  c o n c e r n  I h a v e  and it's s o m e t h i n g  th a t  we  m o s t
p a r t i c u l a r l y  a n a l y z e  d u r i n g  the 30 d a y  p e r i o d ,  w h i c h  is w h y  w e  
t h ink i t ' s  e s s e n t i a l ,  is the e f f e c t  t h a t  th i s  ty p e  of b i l l  is 
g o i n g  to h a v e  on p u b l i c  o f f e r i n g s  of s t o c k  in the S t a t e  of 
A l a s k a .  As I'm s u r e  m a n y  of y o u  a r e  aw a r e ,  w h e n e v e r  t h e r e  is a 
p u b l i c  o f f e r i n g  of stock, t h e r e  h a s  to be a d o c u m e n t  p r e p a r e d ,  a 
v e r y  l e n g t h y  d o c u m e n t ,  as an o f f e r i n g  s t a t e m e n t .  A n d  t h a t  has to 
e l u c i d a t e  w h a t  is k n o w  as risk fac t o r s .  R i s k s  a s s o c i a t e d  w i t h  
the o f f e r i n g .  I w o u l d  a s s u m e  that a n y  o f f e r i n g  of any s t o c k  of 
a n y  c o r p o r a t i o n  t h a t ' s  g o i n g  to o p e r a t e  a n d  do b u s i n e s s  in the 
S t a t e  of A l a s k a  is g o i n g  to h a v e  to h a v e  l i s t e d  as a risk factor 
for p o t e n t i a l  s t o c k h o l d e r s  the f a c t  th a t  w e  h a v e  th i s  ra t h e r  
p e c u l i a r  law in the S t a t e  of A l a s k a  t h a t  in e s s e n c e  d o e s  a w a y  
w i t h  l i m i t e d  l i a b i l i t y .  A n d  my  c o n c e r n  is, as I said, my 
o p p o r t u n i t y  to r e v i e w  the b i l l  has b e e n  m i n i m a l .  M y  c o n c e r n  is 
is w h a t  e f f e c t  th i s  is g o i n g  to h a v e  on the a b i l i t y  to se l l  su c h  
stock. We  talk a b o u t  g e t t i n g  i nput f r o m  the D e p a r t m e n t  of
C o m m e r c e  a n d  f r o m  the t a s k  force. I t h ink w e  o u g h t  to g e t  so m e  
i nput f r o m  p e o p l e  w h o  a r e  s e c u r i t i e s  d e a l e r s  a n d  f i n d  out if they 
c an sell a n y t h i n g  f r o m  the S t a t e  of A l a s k a  if w e  are g o i n g  to do 
this. A r e  the p e o p l e  in N e w  Y o r k  w h e n  t h e y  s e e  an o f f e r  f r o m  the 
S t a t e  of A l a s k a  to d e v e l o p  oil a n d  gas or f i s h e r i e s  or a n y t h i n g  
t h a t ' s  g o i n g  to m a k e  jobs in this state, a r e  th e y  g o i n g  to say 
well, we  c a n ' t  sell this, w e ' r e  not g o i n g  to t o u c h  a n y t h i n g  f r o m  
A l a s k a  b e c a u s e  w e ' r e  c o n c e r n e d  t h a t  w e ' r e  g o i n g  to g e t  s u e d  by 
i n v e s t o r s  or s t o c k h o l d e r s  b e c a u s e  t h e y  e n d  u p  g e t t i n g  t a g g e d  w i t h  
this l i a b i l i t y  p r o b l e m s .  I t h i n k  it's an a r e a  of c o n c e r n .  I 
t h ink w e ' l l  all h a v e  to l o o k  at.

A n d  I t h i n k  the one final c o m m e n t  I w a s  g o i n g  to m a k e
has to do w i t h  e x p e r i e n c e .  T h e  p e o p l e  w h o  a r e  a f f i l i a t e d  w i t h
the b u s i n e s s  law s e c t i o n  a r e  p e o p l e  w h o  w o r k  in b u s i n e s s  a l l  the
time. W e  g o  into s h o o t o u t s  i n v o l v i n g  li e n  p r i o r i t i e s  a n d  tax
l i e n s  a n d  a d v e r s a r y  p r o c e e d i n g s  in b a n k r u p t c y .  A n d  I t h i n k  the 
j o i n t  e x p e r i e n c e  of the c o m m i t t e e  wi l l  be i n v a l u a b l e  to this 
c o m m i t t e e  in d e c i d i n g  w h e t h e r  this is a g o o d  bi l l  a n d  d e c i d i n g  
w h a t  type of bill. I t hink that Mr. K e l l y ' s  c o m m e n t  of the 
e s s e n t i a l n e s s  of the 30 d a y s  is v e r y  valid, a n d  it ' s  s o m e t h i n g  w e  
h u m b l y  request.
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C O W D E R Y :  T h a n k  you. W e  have, w e  i n t e n d  to e x t e n d  th a t  
time. A n y  q u e s t i o n s .

K O P O N E N :  F r o m  F a i r b a n k s .

C O W D E R Y :  Rep. K o p o n e n .

K O P O N E N :  T h a n k  yo u .  Do  y o u  t h i n k  t h a t  N e w  Y o r k  or
C a l i f o r n i a  c o r p o r a t i o n s  h a v e  a n y  d i f f i c u l t y  in s e l l i n g  s t o c k ?

B E N D E L L :  W e l l ,  it's m y  u n d e r s t a n d i n g  th a t  they h a v e  not 
y e t  a d o p t e d  t h i s  t y p e  of act, a n d  it ' s  s o m e t h i n g  t h e y  a r e  talkin.j 
a b o u t  . . .

K O P O N E N :  T h e y  a r e  in the s t a t u t e s .

B E N D E L L :  I ' m  n o t  e n t i r e l y  s u r e  . . .

K O P O N E N :  T h e  19 7 7  r e v i s i o n  of the C a l i f o r n i a  C o d e  and 
in N e w  Y o r k  it g o e s  ba c k  to the D u t c h  . . . a n d  ev e n  t h o u g h  . . . 
di d  n o t  s u r r e n d e r  t h e i r  l i m i t a t i o n  on l i m i t e d  l i a b i l i t y  w h i c h
m o s t  o t h e r  s t a t e s  did.

B E N D E L L :  I'd l i k e  an o p p o r t u n i t y  to e x a m i n e  that. I'd 
l i k e  to e x a m i n e  w h a t  t y p e  of e f f e c t  t h i s  h a s  had on p u b l i c  
o f f e r i n g s ,  s p e c i f i c a l l y  to the e x t e n t  l i m i t e d  l i a b i l i t y  is b eing 
d o n e  a w a y  w i t h  r e s p e c t  to s h a r e h o l d e r s ,  a n d  t h a t ' s  s o m e t h i n g  I'm 
n o t  e n t i r e l y  s u r e  of. L i k e  I said, it's d i f f i c u l t  for us to 
c o m m e n t  a t  th i s  p o i n t  b e c a u s e  I t h i n k  the b u s i n e s s  law s e c t i o n  
w a s  a l e r t e d  to this j u s t  a v e r y  s h o r t  ti m e  ago. I g o t  a ca l l  
f r o m  Paul K e l l y  a r o u n d  two w e e k s  a g o .  He w a s  v e r y  c o n c e r n e d .  He 
w a s  m a k i n g  a f l u r r y  of p h o n e  c a l l s  to v a r i o u s  p e r s o n s  w h o  ov e r  
the y e a r s  h a v e  b e e n  i n v o l v e d  in the b u s i n e s s  law c o m m i t t e e  a n d  
our C L E  p r o g r a m s .  A n d  I j u s t  v e r y  r e c e n t l y  g o t  a c o p y  of the
Act, a n d  a s  to w h a t  the e f f e c t  has b e e n  in N e w  Y o r k  a n d  so forth,
I g u e s s  t h a t ' s  a real g o o d  q u e s t i o n .  A n d  m a y b e  the b e s t  w a y  to 
a n s w e r  t h a t  q u e s t i o n  is to call some u n d e r w r i t e r s  in N e w  Yo r k  a n d  
so m e  l a w y e r s  in N e w  Y o r k  a n d  f i n d  out w h a t  their Act says, a n d  
w h a t  e f f e c t  it h a s  h a d  on t heir o f f e r i n g s ,  a n d  see if th i s  is 
s o m e t h i n g  w e  w a n t  to do. Y o u  m e n t i o n e d  N e w  York and C a l i f o r n i a ,  
a n d  I h a v e n ' t  s e e n  t h eir e n a c t m e n t s ,  but I t h ink the key t h i n g  w e  
h a v e  to k e e p  in m i n d  is t h i s  is a d e v e l o p i n g  state. T h i s  is a 
f r o n t i e r .  Our n e e d s  to h a v e  n e w  m o n e y  a n d  n e w  p e o p l e  to c o m e  in 
h e r e  and b u i l d  th i s  s t a t e  a r e  m u c h  m o r e  i m p o r t a n t  th a n  say a 
s t a t e  l i k e  N e w  York, w h i c h  is i m m e n s e l y  p o p u l a t e d  and a l r e a d y  has 
v e r y  s u b s t a n t i a l  d e v e l o p m e n t .

K O P O N E N :  C a n  I a s k  P r o f e s s o r  F e s s l e r  for the
b a c k g r o u n d ,  I u n d e r s t a n d  h e ' s  there. I a l s o  u n d e r s t a n d  t h a t  he 
di d  gi v e  a p r e s e n t a t i o n  to the bar a s s o c i a t i o n .  I w o n d e r  of the 
m e m b e r s  of the task force, h a v e  y o u  be e n  d e s i g n a t e d  by  the 
s o c i e t y  of g o v e r n o r s ,  or a p a r t  of the b u s i n e s s  law s e c t i o n  of 
the A n c h o r a g e  Bar or the S t a t e  B a r ?
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B E N D E L L :  W e  are an ad h o c  c o m m i t t e e  of t h e  b u s i n e s s  law 
s e c t i o n  of the A l a s k a  Bar A s s o c i a t i o n ,  w h i c h  is a, as y o u  m a y  be 
a w a r L ,  m o s t  bar a s s o c i a t i o n s  h a v e  s e c t i o n s  w h i c h  a r e  c o m m i t t e e s  
of l a w y e r s  w h i c h  d e a l  w i t h  n e w  d e v e l o p m e n t s  in t h e  l a w  a n d  put 
t o g e t h e r  e d u c a t i o n a l  p r o g r a m s  for l a w y e r s  to e d u c a t e  t h e m  in n e w  
d e v e l o p m e n t s  in the law.

K O P O N E N :  T h a n k  you. T h a t ' s  a n  a d  h o c  s e c t i o n  of the 
A n c h o r a g e  b u s i n e s s  law s e c t i o n ,  or is t h i s  s t a t e w i d e ?

B E N D E L L :  It ' s  s t a t e w i d e .  I t h i n k  Kj. K e l l y  is the
s t a t e w i d e  c o o r d i n a t o r  of the A l a s k a  Bar A s s o c i a t i o n  b u s i n e s s  law 
s e c t i o n .

K O P O N E N :  T h a n k  you.

C O W D E R Y :  T h a n k  you. Rep. B u s s e l l .

B U S S E L L :  I h a v e  th a t  s a m e  q u e s t i o n ,  Mr. B e n d e l l ,  h o w  
l o n g  h a v e  y o u  l i v e d  in A l a s k a .

B E N D E L L :  I' v e  b e e n  h e r e  for six ye a r s ,  p r a c t i c i n g  for
five.

B U S S E L L

B E N D E L L

B U S S E L L

B E N D E L L

B U S S E L L

B E N D E L L

B U S S E L L

B E N D E L L

C O W D E R Y

B R U N D I N

A n d  w h e r e  d i d  y o u  c o m e  f r o m ?

N e w  Jers e y .

D i d  y o u  p r a c t i c e  in N e w  J e r s e y ?

No, I didn't.

W h e r e  did y o u  go to law s c h o o l ?  

R u t g e r s .

T h a n k  you, sir.

T h a n k  you. T h a n k  y o u  for y o u r  time. 

N e x t  w i t n e s s  up, Mr. B r i a n  Br u n d i n .

T h a n k  you, Mr. C h a i r m a n .  M e m b e r s  of the 
c o m m i t t e e ,  my n a m e  is B r i a n  B r u n d i n  a n d  I ' m  a l a w y e r  w i t h  the 
f i r m  of Huges, T h o r s n e s s ,  Ga n t z ,  P o w e l l  & B r u n d i n .  W e  p r a c t i c e  
law in A l a s k a  in A n c h o r a g e ,  F a i r b a n k s ,  J u n e a u  a n d  V a l d e z  
o f f i c e s .  I ' v e  b e e n  in A l a s k a  33 y e a r s ,  a n d  I've p r a c t i c e d  l a w  
for 18 y e a r s .  I ' m  a C P A  lawyer, a n d  I i n v o l v e  m y s e l f  p r i m a r i l y  
in the a r e a  y o u ' r e  d e a l i n g  w i t h  today.

I h a v e  as I g r o w  older, I h a v e  le s s  i n h i b i t i o n s  a g a i n s t  
e x p r e s s i n g  my own o p i n i o n s .  So I'll do t h a t  for y o u  today. Mr.
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R e i t m a n  s a i d  it, I s e c o n d  it. The c o r p o r a t e  law of A l a s k a  is not 
bro k e .  I r e a l l y  d i d n ' t  k n o w  t h a t  it n e e d e d  a n y  p a r t i c u l a r  
f i x i n g .  M y  o w n  p e r s o n a l  b i a s  for l a w  is this: T h a t  if s o m e t h i n g  
n e e d s  to be d one, a n d  t h e r e  is a p u b l i c  r e q u e s t  for it, t h e n
t h e r e  is a r e a s o n  to do it. A n d  t h e r e  h a v e  b e e n  o v e r  the y e a r s  
p u b l i c  r e q u e s t s  for so m e  c h a n g e s  in o u r  c o r p o r a t e  law. But w h e n  
y o u  c o m e  d o w n  w i t h  a w h o l e  b r a n d  n e w  one, I' l l  tell y o u  w h a t  the
r e s u l t  w i l l  be. A n d  t h a t  is, a n d  I r e p r e s e n t  b y  the way,
n a t i o n a l ,  i n t e r n a t i o n a l  - c o r p o r a t i o n s  d o w n  to the m o m  a n d  pop's, 
tho w h o l e  range. A n d  the e x p e r i e n c e  w i l l  be this, t h a t  the 
n a t i o n a l  a n d  i n t e r n a t i o n a l  o n e s  w i l l  h i r e  m e  a n d  o t h e r s  l i k e  t h e m  
to fix w h a t e v e r  p r o b l e m s  e x i s t  in h e r e  for them. T h e  m o m  a n d  
p o p ' s  w i l l  g e t  it in the y o u  k n o w  w h e r e .  B e c a u s e  t h e y ' l l  g e t  
c a u g h t  w i t h  t h i n g s  t h a t  t h e y  are n o t  a w a r e  of. T h e y  d o n ' t  h a v e  
l a w y e r s  t h e y  g o  to, e x c e p t  w h e n  t h e y  g e t  in t r o u b l e .  A n d  w h e n  
t h e y ' r e  in t r o u b l e ,  i t ' l l  be too late. W e l l ,  d i d n ' t  y o u  kn o w  the 
l a w  c h a n g e d  a n d  w h a t  y o u  w e r e  u s e d  to  is no l o n g e r  so. W h o o p s ,  
no I d i d n ' t .

I, a n d  m a n y  of them,, the in b e t w e e n s ,  we h a v e  in
A l a s k a ' s  b u s i n e s s  c o m m u n i t y  a l o t  m o r e  in b e t w e e n s ,  n o  m o m  a n d  
p ops, n o  n a t i o n a l  or i n t e r n a t i o n a l ,  l o t s  of in b e t w e e n s .  A n d  
m a n y  of t h e  in b e t w e e n s  h a v e  in t h e s e  r e c e n t  y e a r s  f o u n d  th a t  t h e  
w h o l e s a l e  c h a n g i n g  of la w s  c o s t s  a l o t  of m o n e y .  I ' l l  g i v e  y o u  
o n e  e x a m p l e  t h a t  so m e  of y o u  m a y  h a v e  e x p e r i e n c e d .  C o n g r e s s  h a s  
c h a n g e d  the l a w s  r e g a r d i n g  p e n s i o n / p r o f i t  s h a r i n g  p l a n s  two or 
t h r e e  t i m e s  in the l a s t  f i v e  or six y e a r s ,  u n d e r  U R E S A ,  y o u ' v e  
h e a r d  of that, a n d  so forth. T a x  l a w s  h a v e  c h a n g e d  c o n s t a n t l y ,  
y o u  k n o w  that. E v e r y  t i m e  o n e  of t h e s e  c h a n g e s  h a p p e n s ,  I've 
c l i e n t s  w h o  h a v e  p e n s i o n  a n d  p r o f i t  s h a r i n g  p l a n s  t h a t  h a d  to 
a m e n d  t h e m  t w i c e  for n o  g o o d  reason. T h e y  n e v e r  w e r e  d o i n g  
a n y t h i n g  w r o n g  to b e g i n  w i th, b u t  the l a w  r e q u i r e d  t h e y  e m e n d  
them. E v e r y  c o r p o r a t i o n  w i l l  h a v e  to be c h a n g e d  if th i s  b e c o m e s  
law. A n d  for t h o s e  w h o  w i l l  h a v e  to do t h e  c h a n g i n g ,  m o s t  of 
t h e m  h a v e n ' t  d o n e  a n y t h i n g  wr o n g ,  d o n ' t  w a n t  to do a n y t h i n g  
d i f f e r e n t ,  h a v e  n e v e r  c h e a t e d  a n y o n e  o u t  of a n y t h i n g ,  a n d  w o n ' t .  
B u t  t h e y  w J. 11 h a v e  to i n c u r  the c o s t  or run i n t o  o n e  of the 
traps, o n e  of the s p e e d  t r a p s  d o w n  the h i g h w a y ,  ixT th e y  d o n ' t  
c h a n g e  t h e i r  laws.. T h a t ' s  p r a c t i c a l l y  w h a t ' l l  happen,,

A n d  t h a t  g o e s  as w e l l  for th i s  o n e  t h a t  s e e m s  to g a t h e r  
m o r e  c o m m e n t  today, a n d  t h a t ' s  t h e  s e c o n d a r y  l i a b i l i t y .  I 
s u s p e c t  the o t h e r  p r o v i s i o n s  in h e r e  a r e  g o i n g  to c a u s e  m u c h  m o r e  
t r o u b l e  o v e r  t h e  y e a r s ,  for the r e a s o n s  s t a t e d  t h a t  m a n y  of t h e m  
a r e  new. A n d  I t h i n k  if y o u  s t a y  w i t h  m o d e l  a c t s  y o u  are m u c h  
b e t t e r  off. B u t  on the l i a b i l i t y  m a t t e r ,  t h e r e  r e a l l y  is no 
d i f f e r e n c e  in m y  v i e w  f r o m  s a y i n g  if a p r e s i d e n t  of a c o r p o r a t i o n  
or a s e c r e t a r y  is g o i n g  to be l i a b l e ,  w h y  n o t  a marOger of a 
p a r t n e r s h i p  w h o  is n o t  a p a r t n e r .  W h y  s h o u l d n ' t  h e  be liable. 
W h y  n o t  the m a n a g e r  of a sole p r o p r i e t o r s h i p .  If the r e a s o n  for 
m a k i n g  l i a b i l i t y  is an a s s u m p t i o n  on y o u r  p a r t  th a t  the p r e s i d e n t  
is the o w n e r  a n d  can d e t e r m i n e  h o w  m u c h  m o n e y  the c o r p o r a t i o n  has 
to p a y  its c r e d i t o r s ,  t h a t ' s  an  error, i s n ' t  it, b e c a u s e  he
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d o e s n ' t .  H e  d o e s n ' t  run the c o r p o r a t i o n .  He ' s  hi r e d .  S e v e r a l  
o t h e r s ,  t h e  m a n a g e r  of the g r o c e r y  s t o r e  t h a t  is n o t  i n c o r p o r a t e d  
is h i r e d .  He  r e a l l y  c a n ' t  c o n t r o l  w h a t  the o w n e r  does, h o w  m u c h  
m o n e y  is i n  the b u s i n e s s .  If h e ' s  g o i n g  to be l i a b l e  b e c a u s e  of 
m a n a g e m e n t  d e c i s i o n s ,  i n s t e a d  of h o w  m u c h  m o n e y  is there, w h y  
t h e n  I g u e s s  a n y  e m p l o y e e  of a n y  o r g a n i z a t i o n  o u g h t  to be l i a b l e  
for a n y  of h i s  d e c i s i o n s  u p  to $ 2 5 , 0 0 0  to e v e r y  c r e d i t o r .  It 
m a k e s  ju.-ft as m u c h  s e n s e  to me, if t h a t ' s  t h e  r e a s o n  for it. So
I t h i n k  t h a t  p a s s i n g  a' law t h a t  s u p p o s e d l y  f i x e s  t h i s  s o c i a l
p r o b l e m  t h a t  c o n c e n t r a t e s  on c o r p o r a t i o n s  m u s t  h a v e  s o m e  b a s i s  
o t h e r  t h a n  s o m e o n e ' s  t h o u g h t  t h a t  t h i s  is o n e  w a y  to fix
s o m e t h i n g .  It g o e s  far m o r e  than that, if the r e a s o n  for it is 
if y o u ' r e  g o i n g  to be r e s p o n s i b l e  for y o u r  d e c i s i o n s ,  ther 
e v e r y o n e  i n  e v e r y  o r g a n i z a t i o n  w h o  m a k e s  d e c i s i o n s  s h o u l d  be 
r e s p o n s i b l e .  N o t  j u s t  c o r p o r a t e  o f f i c e r s .

If I w e r e  in y o u r  place, I ' d  p u t  the l a w  a s i d e  u n t i l  
s o m e o n e  s a y a  s e c t i o n  so a n d  so is t r o u b l i n g  me, I'd l i k e  t h a t  
c h a n g e d .  A n d  I'd l o o k  at s e c t i o n  so a n d  so. W h a t  y o u  do if y o u  
a d o p t  t h i s  c o m p l e t e l y  is t h a t  the s e c t i o n s  t h a t  w o n ' t  r a i s e
p o i n t s  to d a y ,  I e x p e c t  b e f o r e  this w o u l d  g e t  p a s s e d  if it w e r e  
p a s s e d  as is, t h e r e  w o u l d  be s o m e  c h a n g e s  to t h i s  l i a b i l i t y
s e c t i o n s .  B u t  t h e r e ' s  f i v e  or six or s e v e n  s e c t i o n s  b a c k  h e r e
t h a t  no  o n e ' s  e x c i t e d  a b o u t  today. T h e y ' r e  g o i n g  to c a u s e  
s o m e o n e  a n  a w f u l  l o t  of t r o u b l e  n e x t  y e a r  or the y e a r  a f t e r  t h a t  
n o b o d y  t h o u g h t  a b o u t  or t a l k e d  a b o u t  to d a y ,  or in the ne x t  c o u p l e  
of w e e k s  or in the n e x t  30 d a y s  for t h i s  t a s k  force, th a t  w e r e n ' t  
b r o k e n  to b e g i n  w i t h  a n d  d i d n ' t  n e e d  to g e t  fixed. A n d  y o u ' r e  
g o i n g  to fix s o m e b o d y ,  t h o u g h ,  for r e a s o n s  u n k n o w n  t o d a y  w h y  it
s h o u l d  be done. I'm k e e p i n g  it s h o r t  a n d  sweet.

C O W D E R Y :  T h a n k  you, Mr. B r u n d i n .  Rep. W e n d t e .

W E N D T E :  Br i a n ,  is it y o u r  o p i n i o n  t h a t  e v e r y  set of
a r t i c l e s  of i n c o r p o r a t i o n  w o u l d  h a v e  to be r e v i s e d  if t h i s  b i l l  
p a s s e s ?

B R U N D I N :  F r o m  the b r i e f  r e a d i n g  I've g i v e n  of this,
yes.

C O W D E R Y :  A n y  m o r e  H o u s e  m e m b e r s ,  a n y b o d y  on  the n e t w o r k  
c a r e  to, a n y  q u e s t i o n s ?  Rep. F u r n a c e .

F U R N A C E :  I j u s t  w a n t e d  to say Mr. C h a i r m a n ,  I've k n o w n  
B r i a n  for m a n y  y e a r s  a n d  I c e r t a i n l y  do r e s p e c t  h i s  o p i n i o n .

B R U N D I N :  I do h a v e  a tax c o m m e n t  I w a n t e d  to make, too,
if y o u ' d  al l o w .  W h e n  w e  p u t  the p r o f e s s i o n a l  c o r p o r a t i o n  a c t  
i n t o  law in A l a s k a ,  w h e n  w e  f i r s t  d i d  that, w e  put a s e c t i o n  in 
t h a t  l e f t  the p r o f e s s i o n a l  l i a b l e  p e r i o d .  W e  had a tax p r o b l e m  
w i t h  t h a t  so w e  h a d  to a m e n d  it a n d  say, h e ' s  l i a b l e  o n l y  for his 
own m a l p r a c t i c e .  T h a t ' s  the w a y  the p r o f e s s i o n a l  c o r p o r a t i o n  a c t  
w a s  done. T h a t  w a s  done, a n d  I t h i n k  the s a m e  w o u l d  o c c u r  h e r e
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on t h i s  l i a b i l i t y  thing. The I n t e r n a l  R e v e n u e  S e r v i c e ,  if it
f i n d s  w e  h a v e  a c o r p o r a t i o n  a c t  t h a t  says, if y o u  are, a s  m a n y
A l a s k a n s  are, the owner, t h e  o f f i c e r  a n d  the d i r e c t o r ,  if y o u ' r e  
l i a b l e  for $ 2 5 , 0 0 0  per c r e d i t o r ,  f r i e n d ,  y o u  d o n ' t  h a v e  a 
c o r p o r a t i o n .  A n d  t h a t ' s  w h a t  the IRS w i l l  say. A n d  so t h o s e
s m a l l  corporatic. J., if th i s  law w e r e  p a s s e d  a s  it n o w  says, w h o  
a r e  c o r p o r a t i o n s  for tax p u r p o s e s  a r e  g o i n g  to f i n d  t h e y ' r e  not.

C O W D E R Y :  T h a n k ' y o u .  Rep. B u s s e l l .

B U S S E L L :  T h a n k  you, Brian. T h a t  w a s  r e a l l y  m y  n e x t
q u e s t i o n ,  s i n c e  y o u  sa i y o u  w e r e  a C P A  a t t o r n e y ,  w a s  a b o u t  
that. A n d  the o t h e r  q u e s t i o n  I a s k e d  e a r l i e r  w a s  o n  the 
i n s u r a n c e ,  is t h a t  a c o r p o r a t e  . . .

B R U N D I N :  I g u e s s  h a l f  of w h a t  our J a w  f i r m  d o e s  is
k n o w n  as a n  i n s u r a n c e  d e f e n s e  firm. F r o m  w h a t  I k n o w  of it, 
t h e r e  is n o w  no d i r e c t o r ' s  l i a b i l i t y  i n s u r a n c e  a v a i l a b l e  in the 
U n i t e d  S t a t e s .  I've l o o k e d  in t o  t h a t  p e r s o n a l l y .  T h e r e  is not a 
d i r e c t o r ' s  l i a b i l i t y  p o l i c y  a v a i l a b l e .  T h e r e  is o n e  s o l d  w h i c h  
p e o p l e  b o u g h t ,  but t h e r e  n e v e r  h a s  b e e n  a s u c c e s s f u l  c l a i m  m a d e  
a g a i n s t  it. I a s k e d  the g u y  w h o  w r o t e  it w h e t h e r  a n y o n e  h a d
ever, it c o m e s  o u t  of C h i c a g o ,  a n d  h e  said, nope. A n d  t h a t ' s  
b e c a u s e  it d o e s n ' t  c o v e r  a n y b o d y  for a n y t h i n g .  T h e r e  is no 
i n s u r a n c e  t h a t  I'm a w a r e  of w h i c h  p r o t e c t s  b u s i n e s s m e n  in a n y  
s h a p e  for t h eir debts, e x c e p t  b o n d i n g .  A n d  t h a t ' s  n o t
i n s u r a n c e .  A n d  w h e n  y o u  h a v e  b o n d i n g ,  the c o m m e n t  e a r l i e r  m a d e  
is q u i t e  cor r e c t ,  t h e y ' l l  b o n d  y o u  if y o u  g i v e  th e m  y o u r  p e r s o n a l  
a s s e t s  a n d  the like. In w h i c h  case, b o n d i n g  is s i m p l y  an added, 
a d d i t i o n a l  c o s t  f a c t o r  to the l i a b i l i t y ,  s i n c e  y o u  p a y  the b i l l  
y o u r s e l f  a n y w a y .

B U S S E L L :  Brian, can I ask y o u  to e x p l a i n  to the
c o m m i t t e e  ju s t  w h a t  a b ' n d  is. I k n o w  w h a t  it is, b u t  I s u s p e c t  
m o s t  of the c o m m i t t e e  d o e s n ' t  k n o w  w h a t  a b o n d  is a n d  h o w  it 
w o r k s  if y o u  try a n d  e x e r c i s e .

B R U N D I N :  I t h i n k  the c l e a r e s t  a n a l o g y ,  it's li k e  y o u  
g u a r a n t e e  s o m e o n e  e l s e ' s  debt. Y o u  g u a r a n t e e  s o m e o n e  else,
b o r r o w s  f r o m  the bank, you g u a r a n t e e  it, a n d  y o u  h a v e  to pay it 
if he d o e s n ' t .  T h a t ' s  w h a t  a b o n d  is o n l y  it's d o n e  on a m o r e  
f o r m a l  basis.

B U S S E L L :  T h a t ' s  r i g h t  and t h e y  t a k e  the b o n d  h o l d e r  or 
the g u y  t h e y  so l d  it to c o m p l e t e l y  to the c l e a n e r s  b e f o r e  t h e y  
b e g i n  to e x e r c i s e .  T h a t ' s  the i m p o r t a n t  t h i n g  a b o u t  a bond. 
T h a n k  you, sir.

C O W D E R Y :  Rep. Malone.

M A L ONE: T h a n k  you, Mr. C h a i r m a n .  I'd like to ask Mr. 
B r u n d i n ,  d i d  y o u  see our ad  in the n e w s p a p e r ?



B R U N D I N :  No, I d i d n't.

M A L O N E :  T h a n k  you.

B R U N D I N :  I m i s s e d  s o m e t h i n g  p r e t t y  g o o d  a p p a r e n t l y .

C O W D E R Y :  T h a n k  you, Mr. B r u n d i n .  I t h i n k  w e ' r e  g o i n g  to
m a k e  the d e a d l i n e  here. W e  h a v e  o n e  m o t e  w i t n e s s ,  I think, Mr.
B i l l  Cook. N o t  h e re, h e ' s  l e f t  then. So  t h e n  if w e ' d  l i k e  . . .

K E L L Y :  Mr. C h a i r m a n ,  w e  h a v e  one a d d i t i o n a l  w i t n e s s  w h o  
w a s  u n a b l e  to s i g n  u p  on  the sheet. He can c o m e  a fter Mr. A b b o t t
. . . m i g h t  as w e l l  let Mr. A b b o t t  t e s t i f y .

C O W D E R Y :  If y o u ' d  l i k e  to co.ie f o r w a r d  a t  this time,
w e ' d  a p p r e c i a t e  it. S t a t e  yo u r  n a m e  a i d  s p e l l  your last name,
a n d  a f f i l i a t i o n .

C O P E L A N D :  My  n a m e  is M a r k  C o p e l a n d .  I'm an  a t t o r n e y
h e r e  in A n c h o r a g e .  I' v e  b e e n  in A n c h o r a g e ,  f i r s t  came u p  in 1960,
a c t u a l l y  c a m e  b a c k  a g a i n  in '77 a n d  p r a c t i c e d  law s i nce t h a t  
time. P r a c t i c e d  l a w  s i n c e  '67. My n a m e  is s p e l l e d  
C - o - p - e - l - a - n - d .  I w o u l d  b a s i c a l l y  c o n c u r  w i t h  B r i a n  B r u n d i n ' s  
s t a t e m e n t s  a n d  r a t h e r  t h a n  r e p e a t  them, I w o u l d  l i k e  to ju s t  a d d  
a c o u p l e  of q u i c k  c o m m e n t s .

O n e  is, t h e r e  h a s  b e e n  a l o t  of c o n c e r n  a b o u t  u n s e c u r e d  
c r e d i t o r s  r e a c h i n g  p e o p l e  u s e d  c o r p o r a t i o n s  to a v o i d  their 
l i a b i l i t i e s .  T h o s e  s a m e  p e o p l e  v h e t h e r  t h e y ' r e  i n c o r p o r a t e d  or 
not w i l l  a v o i d  t h e i r  l i a b i l i t i e s  Even if t h e y  h a v e  to m o v e  o u t  
of s t a t e  a n d  go in b u s i n e s s  irj a n o t h e r  state. So y o u ' r e  not 
g o i n g  to c a t c h  u p  w i t h  the p e r s o n  w h o  t r u l y  d e s i r e s  to a v o i d  h i s  
l i a b i l i t i e s .  I w o u l d  e m p h a s i z e  th a t  the b i l l  as w r i t t e n  is just 
a t r a p  for the u n w a r y .  T h e r e  are p r o v i s i o n s  in the bill th a t  we  
h a v e n ' t  t a l k e d  about, i n c l u d i n g  p r o v i s i o n s  w i t h  r e g a r d  to r e p o r t s  
as  to i n s i d e  t r a n s a c t i o n s  b e t w e e n  m e m b e r s  of the c o r p o r a t i o n ,  
s h a r e h o l d e r s  a n d  the c o r p o r a t i o n .  I d o u b t  v e r y  much that m o s t  
p e o p l e  in A l a s k a  w o u l d  r e c o g n i z e  the f a c t  that th e y  h a v e  two 
d i f f e r e n t  b u s i n e s s e s  t h a t ' s  i n v o l v i n g  a n  i n s i d e r  t r a n s a c t i o n  
w i t h o u t  a lot of d i s c u s s i o n  a n d  a lot of e d u c a t i o n  by the bar. 
So t h o s e  p e o p l e  are g o i n g  to f i n d  t h a t  t h e y ' v e  f a i l e d  to m e e t  a 
s t a t u t o r y  r e q u i r e m e n t .  S o m e  w a y  t h e y ' r e  g o i n g  to f i n d  f o r e i g n  
c o r p o r a t i o n s  as h a v i n g  the s a m e  p r o b l e m .

I f i n d  it r e a l l y  a m u s i n g  t h a t  the e n t i r e  s ection, or 
t he e n t i r e  c o m m e n t a r y ,  g o e s  ba c k  to N o w  Yo r k  a n d  C a l i f o r n i a  law. 
I h a v e  n e v e r  h e a r d  p e o p l e  w h o  i n t e n d  to e n t e r  in t o  b u s i n e s s  
d e l i b e r a t e l y  s e e k i n g  out the N e w  ?iork or C a l i f o r n i a  codes. 
B a s i c a l l y ,  p e o p l e  s e e k  o u t  a Delaware co d e  or a n o t h e r  s t a t u t e  
t h a t  h a s  a lo n g  h i s t o r y  of b u s i n e s s  a c t i v i t y  a n d  w h i c h  a p p e a r s  to 
p r o v i d e  the l i m i t e d  l i a b i l i t y  t h a t  is so i m p o r t a n t  to c a p i t a l  
f o r m a t i o n  a n d  to g e t t i n g  i n t o  b u s i n e s s .
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S o m e o n e  t o u c h e d  e a r l i e r  on  sec. 450 w h i c h  p r o v i d e s  a 
n e g l i g e n c e  s t a n d a r d .  Y o u  kn o w  t h i s  is e v e n  m o r e  e x t e n s i v e  t h a n  
the a p p a r e n t  s e c o n d a r y  l i a b i l i t y  s t a n d a r d  of sec. 488. A n d  o n c e  
y o u  g i v e  a l a w y e r  a n e g l i g e n c e  s t a n d a r d  to go af t e r ,  t h a t ' s  
e v e r y t h i n g .  Y o u  c a n  sit d o w n  a n d  m a k e  a b u s i n e s s  d e c i s i o n  a n d  
so m e  m e m b e r  of the b o a r d  of d i r e c t o r s ,  a n d  it t u r n s  o u t  t h a t  y o u  
w e r e n ' t  right. N o w  i t ' s  r e a l l y  a q u e s t i o n ,  w e r e  y o u  r i g h t  
b e c a u s e  y o u  didn't, b e c a u s e  y o u  w e r e  n e g l i g e n t ,  or b e c a u s e  y o u  
a c t e d  in g o o d  faith, but y o u  w e r e  w r o n g .  A n d  n e g l i g e n c e  c a n  be 
a n y t h i n g  f r o m  you d i d n ' t  s p e n d  e n o u g h  m o n e y  to go o u t  a n d  
r e s e a r c h  the n e w  ar e a  y o u  w e r e  g o i n g  into, the a m o u n t  of f u n d i n g  
it w o u l d  t a k e  to b u i l d  y o u r  n e w  b u i l d i n g ,  or some o t h e r  r e a son. 
A n d  w h a t  y o u ' v e  d o n e  is, is y o u ' v e  o p e n e d  u p  a v e r y  e x p e n s i v e  
l i t i g a t i o n  section.

J u s t  one c o m m e n t ,  I w a s  r e a d i n g  pa g e  140 of the 
c o m m e n t s ,  I guess, ai.3 m a y b e  it says it all. It sa y s  as e a r l y  as 
1848, t h e  S t a t e  of N e w  Y o r k  a d d r e s s e d  the i n t e r e s t  of e m p l o y e e s  
a n d  o t h e r s  to look at t h i s  l i m i t e d  l i a b i l i t y  q u e s t i o n  or the 
s e c o n d a r y  l i a b i l i t y  q u e s t i o n .  I h a v e  now m a d e  a s u r v e y  of the 
s t a tes, a n d  I b e l i e v e  t h a t  w h a t  w e ' r e  b e i n g  a s k e d  to l o o k  a t  h e r e  
is s o m e t h i n g  kind of l i k e  the Edsel, i t ' s  u n i q u e .  But th i s  o n e ' s  
b e e n  a r o u n d  s i n c e  1848, a n d  a l a r g e  n u m b e r  of o t h e r  j u r i s d i c t i o n s  
and b o d i e s  h a v e  l o o k e d  at  it a n d  n o t  r u s h e d  out to a d o p t  t h i s  
p r o p o s a l .  T h i s  is a m a j o r  c h a n g e  i n  t h e  s o c i a l  a n d  e c o n o m i c  
p h i l o s o p h y  of c o r p o r a t i o n s .  A n d  I feel t h a t  w e  s h o u l d  w a i t  a n d  
see w h a t  h a p p e n s .

T h e  c o n c e p t  t h a t  w a s  t a l k e d  a b o u t  e a r l i e r  a b o u t  w h e t h e r  
or n o t  t h e r e  is s o m e  s h a r e h o l d e r  l i a b i l i t y .  T h e r e  m a y  n o t  be 
s h a r e h o l d e r  l i a b i l i t y  e x c e p t  to the e x t e n t  th a t  o f t e n  t i m e s  an 
o f f i c e r ,  d i r e c t o r  is a l s o  a s h a r e h o l d e r .  A n d  I t h o u g h t  Mr. 
R e i t m a n ' s  c o m m e n t  w i t h  r e g a r d  to a n y o n e  t h a t  a c c e p t e d  the job as 
a p r e s i d e n t  of a c o r p o r a t i o n  in A l a s k a  if t h i s  w e r e  p a s sed, w o u l d  
ju s t  be out of h i s  m ind, is a b s o l u t e l y  a p p r o p r i a t e .  I a l s o  
w o n d e r  a b o u t  the p e r s o n a l  s e c r e t a r y  w h o  u n d e r  this a c t  h a p p e n s  to 
sign, b e i n g  the c o r p o r a t e  s e c r e t a r y  a n d  s h e ' s  m a k i n g  m a y b e  
$ 2 4 , 0 0 0  a y e a r  a n d  f i n d s  out th a t  s h e ' s  j u s t  m o r t g a g e d  the f a r m  
or the h o u s e  or w h a t e v e r  it is, a n d  to f a i r l y  look at t h i s  a c t  as 
a c o m p l e t e  a c t  w o u l d  be v e r y  d i f f i c u l t .  I f avor the o t h e r  
a p p r o a c h  w h i c h  is l e t ' s  f i n d  t hose s e c t i o n s  we  d o n ' t  li k e  a n d  
c h a n g e  those.

C O W D E R Y :  T h a n k  you. A r e  t h e r e  q u e s t i o n s  f r o m  the L a b o r  
an d  C o m m e r c e  s i de? A n y  q u e s t i o n s  f r o m  F a i r b a n k s ?

VOI C E :  C o m m i s s i o n e r  B r o w n  h a s  a comr.ent.

BR O W N :  T h i s  is F r e d  P ^ o w n  in F a i r b a n k s .  I'm a s k i n g  if 
the n e x t  w i t n e s s  or one of L.ne n e x t  w i t n e s s e s  is .JC-f.ng to be 
P r o f e s s o r  F e s s l e r  or s o m e  oi the a t t o r n e y s  w h o ' v r  ju.<*t t e s t i f i e d  
h a v e  time that they c o u l d  c a t c h  at l e a s t  s o m e  of / i s  r e m a r k s .  I 
a s s u m e  h e ' s  g o i n g  to r e s p o n d  to s o m e  of the m a ^ c e ' s  t h a t  h a v e
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b e e n  m e n t i o n e d  h e re. I k n o w  t h a t  t h e y  h a v e  b u s y  s c h e d u l e s ,  a*:d 
p r o b a b l y  h a v e  o t h e r  e n g a g e m e n t s ,  b u t  if th. ' ' s a t  all p o s s i b l e ,  1 
w o u l d  h o p e  t h e r e  w o u ’.d be s o m e  k i n d  of . *

C O W D E R Y :  O.K. T h a n k  yo u ,  M *. B r o w n .  A n y  m o r e  q u e s t i o n s  
for the w i t n e s s ?  T h a n k  you. It ' s  a p p r o a c h i n g  1:00 p . m., a n d  w e  
h a d  i n t e n d e d  to b r e a k  f r o m  1:00 til 2 : 3 0  p.m. now. I'ir. h e r e  for 
the p l e a s u r e  <. the w i t n e s s e s  h e r e  if, I k n o w  s o m e  of the 
c o m m i t t e e  h a s  a p p o i n t m e n t s  for l u n c h  w i t h  v a r i o u s  o t h e r  p e o p l e  in 
town, so it w o u l d  be the p l e a s u r e ,  I w o u l d  sit h e r e  if . . .

V O I C E :  Mr. C h a i r m a n ,  m i g h t  I s u g g e s t  t h a t  w e  i n v i t e  the 
w i t n e s s e s  to c o m e  ba^k at 2 : 3 0  p . m . ?

C O W D E R Y :  T h a t ' s  w h a t  I w a s  g e t t i n g  at. I h o p e  t h a t  . .

F E S S L E R :  Mr. C h a i r m a n ,  as  s o m e b o d y  w h o  h a s  be e n  w o r k i n g  
w i t h  the c o d e  r e v i s i o n  c o m m i s s i o n  o n  t h i s  bi l l  . . .

C O W D E R Y :  W o u l d  y o u  c o m e  u p  to ti. m i k e  at  t h i s  time.

F E S S L E R :  Yes, I a m  D a n  F e s s l e r  a n d  I've o b v i o u s l y  b e e n  
p l a y i n g  a r o l e  in the w o r k i n g  on the d r a f t i n g  of t h i s  b i l l  for 
s o m e  f o u r  y e a r s .  I'm h e r e  f r o m  C a l i f o r n i a  th i s  a f t e r n o o n .  I'd 
be v e r y  h a p p y  to r e t u r n  at  2: 3 0  p.m. Y o u ' v e  h e a r d  m a n y  c o m m e n t s  
t h i s  m o r n i n g ,  s o m e  of w h i c h  I t h i n k  r a i s e  q u e s t i o n s  t h a t  are 
p o l i c y  q u e s t i o n s  w h i c h  o n l y  y o u  c a n  a d d r e s s .  Sou'n of w h i c h  
b e c a u s e ,  p e r h a p s  of the a d m i t t e d  p a u c i t y  of t i m e  the w i t n e s s e s  
h a v e  had, h a v e  i n v o l v e d  s t a t m e n t s  a b o u t  the c o n t e n t  of the b i l l  
w h i c h  w e r e  s i m p l y  f l a t l y  i n a c c u r a t e ,  a n d  I w o u l d  not w i s h  the 
c o m m i t t e e  m e m b e r s  to be u n d e r  the i l l u s i o n  t h a t  th e y  were. A n d  
also, I t h i n k  t h a t  I w o u l d  l i k e  to h a v e  t h e  o p p o r t u n i t y  t h i s  
a f t e r n o o n  if it is the c o m m i t t e e ' s  p l e a s u r e  to r e s p o n d  to 
q u e s t i o n s  f r o m  m e m b e r s  of the c o m m i t t e e .  So, of cour s e ,  I'll be 
b a c k  h e r e  at  2 : 3 0  p.m. For m a n y  of the v e r y  b u s y  m e m b e r s  of the 
House, th i s  w o u l d  be the f i r s t  t i m e  in the t h r e e  y e a r s  s i n c e  th i s  
bi l l  h a s  b e e n  p e n d i n g ,  it w a s  f i r s t  i n t r o d u c e d  in M a r c h  of 198?, 
that w e  w i l l  h a v e  h a d  an o p p o r t u n i t y  to d i r e c t l y  s u p p l y  
i n f o r m a t i o n  a n d  to a n s w e r  a n d  r e s p o n d  to q u e s t i o n s .  So I look 
f o r w a r d  to t h a t  o p p o r t u n i t y ,  sir.

C O W D E R Y :  W e  look f o r w a r d  to s e e i n g  y o u  at 2:30 p.m. 
W e ' l l  a d j o u r n  this, or r e c e s s  t h i s  m e e t i n g  u n t i l  2:30 p.m.

V O I C E :  Mr. C h a i r m a n ,  is it y o u r  i n t e n t i o n  to c o m e  ba c k  
w i t h  m o r e  t e s t i m o n y  on t h i s  bill, or w e r e  y o u  g o i n g  to go to 
o t h e r  s u b j e c t s  at 2 :30?

C O W D E R Y :  W e ' r e  g o i n g  to s t a y  w i t h  th i s  a n d  th e n  go to 
the or.her s u b j e c t s  as t i m e  p e r m i t s .

V O I C E :  Do y o u  h a v e  a n y  i n d i c a t i o n  as to h o w  m a n y  p e o p l e



are l e f t  to t e s t i f y ?

C O W D E R Y :  O n  our l i st, just t h e  c o d e  c o m m i s s i o n .

V O I C E :  It's my u n d e r s t a n d i n g  t h a t  t h e  n e t w o r k  d o w n  h e r e  
is g o i n g  to be ti e d  up for s o m e t h i n g  else, so w e  p r o b a b l y  w o n ' t  
be a b l e  to t i e  i n t o  that.

C O W D E R Y :  O.K. W e l l ,  w e  w i l l  c e r t a i n l y  h a v e  t r a n s c r i p t s  
of all t h i s  t e s t i m o n y ,  so i f  i t ' s  n o t  p o s s i b l e  for y o u  to t i e  in,
w e ' l l  f i l l  y o u  in Monday. A t  t h i s  t i m e  w e ' l l  si g n  off.

C O W D E R Y :  . . .  to o r d e r  a t  t h i s  t i m e  a n d  t h r e e  m e m b e r s
of the J u d i c i a r y  C o m m i t t e e  a r e  h e re. A n y w a y ,  a r e  w e  b a c k  o n ?
We'v'’ r e c o n v e n e d  the c o n t i n u i n g  f r o m  t h e  m o r n i n g  m e e t i n g ,  a n d  w e  
h a d  o n e  m o r e  w i t n e s s  on the, Mr. F e s s l e r  f r o m  t h e  code r e v i s i o n  
c o m m i s s i o n .  If h e  w o u l d  c o m e  f o r w a r d  a t  t h i s  time, w e ' r e  d e a l i n g  
w i t h  HB 343, an  act r e v i s i n g  t h e  A l a s k a  C o r p o r a t e  C o de. 
P r o f e s s o r ,  if y o u  w o u l d  p l e a s e  i d e n t i f y  y o u r s e l f  for the r e c o r d  .

F E S S L E R :  Yes, for the r e c o r d ,  I ' m  D a n  Fessler. I ' m  a
p r o f e s s o r  of law at the U n i v e r s i t y  of C a l i f o r n i a  a t  D a vis a n d  for 
t h e  p a s t  fo u r  y e a r s  h a v e  b e e n  r e t a i n e d  by the code r e v i s i o n
c o m m i s s i o n  as its c o n s u l t a n t  in f i r s t  s u r v e y i n g  the s t a t e  of 
e x i s t i n g  A l a s k a  law, d e t e r m i n i n g  t h e  p o t e n t i a l  n e e d  for r e v i s i o n  
a n d  t h e n  a c t i n g  as the p e r s o n  w h o  h a s  d o n e  the t e c h n i c a l  w o r k  of 
d r a f t i n g  the v a l u e  j u d g m e n t s  m a d e  by t h e  m e m b e r s  of the c o d e  
r e v i s i o n  c o m m i s s i o n .  I'm a p p e a r i n g  h e r e  t h i s  a f t e r n o o n  w i t h  J o h n  
A b b o t t ,  a m e m b e r  of the A l a s k a  Bar w h o  is t h e  chair m a n ,  a n d  w i t h  
y o u r  p e r m i s s i o n ,  Rep. C o w d e r y ,  C h a i r m a n  A b b o t t  h a d  some r e m a r k s  
he w i s h e d  to m a k e  b e f o r e  I spoke.

C O W D E R Y :  Yes, I w o u l d  l i k e  t o  a n n o u n c e  w e  h a v e  s o m e  
o t h e r  p e o p l e  on c o n f i r m a t i o n  th a t  w e  i n t e n d  to g e t  r i g h t  i n t o  
t h a t  as s o o n  as w e ' r e  t h r o u g h  here, so if y o u ' d  j u s t  p l e a s e  s t a n d  
by, w e ' d  a p p r e c i a t e  it. Mr. A b b o t t .

A B B O T T :  T h a n k  y o u ,  Mr. C h a i r m a n ,  m e m b e r s  of both of the
c o m m i t t e e s .  I'd l i k e  to p r e f a c e  my r e m a r k s  b y  s a y i n g  that w e  a r e
h e r e  today, we  do ha v e  u n d e r  c o n s i d e r a t i o n  a r a t h e r  c o m p l e x  p i e c e  
of l e g i s l a t i o n ,  a n d  it d o e s  n e e d  to b e a r  fu l l  s c r u t i n y  a s  f a r  as 
the c o d e  c o m m i s s i o n  is c o n c e r n e d .  W h a t  I woi id like to do, 
h o w e v e r ,  is b r i e f l y  d i s p e l  a n y  m i s a p p r e h e n s i o n  o n  the part of the 
c o m m i t t e e  m e m b e r s  as; to w h e t h e r  or n o t  t h i s  m a t t e r  w a s  a d e q u a t e l y  
n o t i c e d ,  a n d  I can a s s u r e  y o u  t h a t  it was. The bar a s s o c i a t i o n
has b e e n  r e p r e s e n t e d  on t h e  c o d e  c o m m i s s i o n  s i n c e  its i n c e p t i o n
in 197'5.

W h e n  th i s  bill w a s  f i r s t  t a k e n  o n  as a code r e v i s i o n
p r o j e c t ,  the bar a s s o c i a t i o n  r e q u e s t e d ,  b o t h  f o r m a l l y  a n d
i n f o r m a l l y ,  i n p u t  from t h e  bar a s s o c i a t i o n ,  a n d  s p e c i f i c a l l y  f r o m  
a n y  b u s i n e s s  law c o m m i t t e e  t h a t  c o u l d  be 'onvened to c o n s i d e r
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this. In M a y  of 1982 t h e  bar a s s o c i a t i o n  t h r o u g h  its t h e n  
c h a i r m a n  of t h e  b u s i n e s s  l a w  c o m m i t t e e ,  Mr. D i c k  Block w h o  w a s  
the f i r s t  w i t n e s s  to a p p e a r  h e r e  today, s p e c i f i c a l l y  r e q u e s t e d  
t h a t  the c o d e  c o m m i s s i o n  p r o v i d e  P r o f e s s o r  F e s s l e r  as a s p e a k e r  
to e x p l a i n  t h e  b i l l  t h a t ' s  n o w  in f r o n t  of t h e  j o i n t  c o m m i t t e e s  
to d a y .  T h a t  w a s  1982. At t h a t  ti m e  Mr. D i c k  B l o c k  was s t i l l  t h e  
c h a i r m a n  of the b u s i n e s s  law c o m m i t t e e  of t h e  b u s i n e s s  law 
c o m m i t t e e  of the bar a s s o c i a t i o n .  T h e r e  h a v e  been r e p e a t e d  
e f f o r t s ,  b o t h  f o r m a l  and i n f o r m a l ,  to i n v o l v e  the bar a s s o c i a t i o n  
in d e l i b e r a t i o n s  in s e e k i n g  i n p u t  f r o m  t h e m  c-ft the d r a f t i n g ,  t h e  
i m p l e m e n t a t i o n  of this c o r p o r a t i o n ' s  bill. I t ' s  i n c o n c e i v a b l e  to 
m e  t h a t  a n y b o d y  c o u l d  a r g u e  t h a t  the bar a s s o c i a t i o n  was n o t  p u t  
on  n o t i c e  of w h a t  w e  w e r e  d o i n g  w i t h  the bill, d i d  not h a v e  a n y  
i d e a  of w h a t  w a s  h a p p e n i n g  w i t h  it, or t h a t  a n y  of the m e m b e r s  
c o u l d  c l a i m  t h a t  t h e y  d i d n ' t  k n o w  or s h o u l d n ' t  h a v e  k n o w n  t h a t  
t h i s  b i l l  w a s  u n d e r  c o n s i d e r a t i o n .  Be t h a t  as it may, t h e y ' v e  
a s k e d  for a c e r t a i n  a m o u n t  of t i m e  to r e v i e w  the bill. W i t h  
g r a v e  r e l u c t a n c e ,  I w i l l  s a y  on b e h a l f  of t h e  c o m m i s s i o n  t h a t  w e  
w o u l d  a c q u i e s c e  in a 30 d a y  p e r i o d  w i t h  r e v i e w ,  and w e ' d  h o p e  
t h a t  the j o i n t  c o m m i t t e e s  w o u l d  h o l d  f i r m  to t h a t  30 day p e r i o d .  
A s  Rep. M a l o n e  e a r l i e r  p o i n t e d  out, t h a t  m a y  or m a y  not b e  the 
d e a t h  k n e l l  for th i s  p a r t i c u l a r  bill, a n d  w e  a r e  p u s h i n g  h a r d  for 
c o n s i d e r a t i o n  of this b i l l  t h i s  y e ar.

Y o u ' v e  h e a r d  a f a i r  a m o u n t  of t e s t i m o n y  c o n c e r n i n g  the 
e x i s t i n g  A l a s k a  l a w  a n d  t h e  n e w  bill. A n d  I'll let P r o f e s s o r  
F e s s l e r  r e s p o n d  to the c l a i m s  t h a t  i t ' s  i n n o v a t i v e  or r a d i c a l .  
It is not. I n p u t  on t h i s  b i l l  h a s  b e e n  p r o v i d e d  by m e  a n d  b y  
C o m m i s s i o n e r  J e r r y  Kurtz, w h o  r e p r e s e n t s  the bar a s s o c i a t i o n .  I 
h a v e  b e e n  in A l a s k a  s i n c e  19 6 9  a n d  p r a c t i c e d  law s i n c e  t h a t  
time. C o m m i s s i o n e r  Kurtz h a s  b e e n  in A l a s k a  s i n c e  1961 a n d  h a s  
p r a c t i c e d  lav/ d u r i n g  t h a t  time. W e  b o t h  ha v e  e x t e n s i v e  
b a c k g r o u n d  in p r i v a t e  p r a c t i c e  d e a l i n g  w i t h  c o r p o r a t i o n  a n d  
c o r p o r a t e  a b u s e s .  A n d  i t  w a s  o u r  o p i n i o n  t h a t  t h e r e  w e r e  
s i g n i f i c a n t  a b u s e s  w h i c h  c r i e d  out for [TAPE CHANGE] . . .  of the 
e x i s t e n c e  of p u b l i c  h e a r i n g s  on a bill. In short, we  h a v e  t a k e n  
g r e a t  p a i n s  tc c o n t a c t  e v e r y b o d y  t h a t  m i g h t  h a v e  an i n t e r e s t  in 
t h i s  bill. A n d  I think it w o u l d  be m i s l e a d i n g  for a n y o n e  to 
c l a i m  t h a t  t h e y  d i d n ' t  h a v e  a n  o p p o r t u n i t y  to comment. T h a t  
o p p o r t u n i t y  h a s  b e e n  p r e s e n t .

A t  t h i s  p o i n t  in time, if t h e r e  a r e  no q u e s t i o n s ,  I
w o u l d  t u r n  t h i s  over to P r o f e s s o r  F e s s l e r .

C O W D E R Y :  Yes, I w o u l d  li k e  to j u s t  li k e  c o m m e n t  o n  yo u r  
c o m m e n t s ,  t h a t  I t hink t h a t  t h i s  m o r n i n g  t h e  q u e s t i o n  w a s  a s k e d  
of i n d i v i d u a l s  h e r e  if t h e y  h a d  k n o w n  a b o u t  it, and I t h i n k  t h e y  
w e r e  e x p r e s s i n g  their v i e w s  t h a t  m a y b e  t h e y  h a d  known a b o u t  it, 
but t h i s  is the first ti m e  t h e y  r e a l l y  g o t  s e r i o u s  a b o u t
l i s t e n i n g  to it. A n d  u m l e r  th a t  I t h i n k  t h » r e  a r e  1,400 b i l l s  or 
so t h a t  a r e  in the h o p p e r  th a t  p r o b a b l y  100 w o n ' t  b e c o m e  law in 
the 13th, m a y b e  150 w i l l  b e c o m e  law. So t h i s  is in t h a t  1 , 4 0 0
bills, so u n t i l  it gets d o w n  to w h e r e  t h e r e  is s o m e  action, a l o t

-  5 8  -



of t i m e s  o n  bills, p e o p l e  d o n ' t  g e t  too s e r i o u s  a b o u t  t h e m  u n t i l  
t h e y  t h i n k  t h e r e  m i g h t  be s o m e  a c t i o n .

A B B O T T :  I a p p r e c i a t e  that, Mr. C h a i r m a n ,  a n d  I g u e s s  m y  
r e s p o n s e  w o u l d  be t h a t  I fe e l  t h e r e  is a p r o f e s s i o n a l
r e s p o n s i b i l i t y  on the p a r t  of l a w y e r s  t o  p a r t i c i p a t e  o n  b i l l s  
t h a t  w i l l  a f f e c t  t h e m  or t h e i r  c l i e n t s .  A n d  I ' m  n o t  j u s t  t a l k i n g  
a b o u t  n o t i f y i n g  the bar a s s o c i a t i o n ,  I ' m  r e f e r r i n g  to s p e c i f i c  
r e q u e s t s  for a s s i s t a n c e  f r o m  t h e  bar a s s o c i a t i o n  to hei£ us, to 
g i v e  us t h e i r  i nput as p r i v a t e  p r a c t i t i o n e r s  in h o w  t h i s  l a w  
s h o u l d  be d r a f t e d .  S o m e t h i n g  w e  w o u l d  h a v e  w e l c o m e d .

C O W D E R Y :  I t h i n k  t h a t ' s  w h a t  t h e y  e x p r e s s e d  t h i s
m o r n i n g ,  t h e y  w a n t  to h a v e  a p a r t  in it. Rep. W e n d t e .

W E N D T E :  C o u l d  y o u  e d u c a t e  m e  to t h e  e x t e n t  of what,
c o u l d  y o u  go t h r o u g h  the m e m b e r s h i p  of t h e  c o m m i s s i o n ?

A B B O T T :  Yes, I w o u l d ,  Rep. W e n d t e  . . .

W E N D T E :  A n d  if t h e y  r e p r e s e n t  d e s i g n a t e d  or w h a t  t h e i r  
a f f i l i a t i o n  is.

A B B O T T :  Yes, a n d  I ' l l  go j u s t  a l i t t l e  f u r t h e r  t h a n  
that. T h e  l e g i s l a t u r e  in 1 9 7 6  c r e a t e d  t h e  A l a s k a  C o d e  R e v i s i o n  
C o m m i s s i o n  due to the s u c c e s s  t h a t  it f e l t  it h a d  w i t h  the 
s u b c o m m i s s i o n  on T i t l e  11, w h i c h  w a s  the c r i m i n a l  code. B e c a u s e  
of the s u c c e s s  of that c o m m i s s i o n  e n a c t e d  a p e r m a n e n t  c o m m i s s i o n ,  
the A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n ,  g a v e  it a b r o a d  m a n d a t e  to 
e x a m i n e  all e x i s t i n g  laws, s t a t u t e s ,  to e n t e r t a i n  r e q u e s t s  f r o m  
the c o u r t  system, the a d m i n i s t r a t i o n ,  a n d  t h e  l e g i s l a t u r e  a s  to 
a r e a s  t h a t  n e e d e d  to be l o o k e d  into. S i n c e  t h a t  ti m e  n u m e r o u s  
r e q u e s t s  h a v e  b e e n  e n t e r t a i n e d  f r o m  the l e g i s l a t u r e  a n d  from, 
v e r y  few f r o m  the p r i v a t e  s e c t i o n ,  s o m e  f r o m  the a d m i n i s t r a t i o n .  
T he c o m p o s i t i o n  of the c o d e  c o m m i s s i o n  w a s  s u c h  that i t  f a i r l y  
r e p r e s e n t e d  a l l  t h r e e  b r a n c h e s  of g o v e r n m e n t .  T h e r e  w e r e  at  t h a t  
time, o n e  p u b l i c  m e m b e r  a p p o i n t e d  by t h e  g o v e r n o r ,  t h e r e  w a s  a 
m e m b e r  f r o m  the a t t o r n e y  g e n e r a l ' s  o f f i c e  w h o  a l s o  r e p r e s e n t e d  
the g o v e r n o r  t h r o u g h  the a t t o r n e y  g e n e r a l ' s  office, t h e r e  w a s  a 
r e p r e s e n t a t i v e  f r o m  the s t a t e  l e g i s l a t u r e ,  t h e r e  was a s e n a t o r  
f r o m  the s t a t e  senate, b o t h  a p p o i n t e d  by t h e i r  r e s p e c t i v e  c h a i r s ,  
t h e r e  w a s  a m e m b e r  of the A l a s k a  Bar A s s o c i a t i o n ,  and t h e r e  w a s  a 
d e s i g n e e  of the A l a s k a  S u p r e m e  C o u r t  c h o s e n  by the c h i e f  
j u s t i c e .  In 1 981, I b e l i e v e  it was, t h a t  w a s  e x p a n d e d  to i n c l u d e  
two a d d i t i o n a l  p u b l i c  m e m b e r s ,  one of w h o m  h a s  b e e n  a p p o i n t e d  b y  
G o v e r n o r  S h e f f i e l d ,  t h a t ' s  f o r m e r  R e p r e s e n t a t i v e  Fred B r o w n ,  the 
o t h e r  p o s i t i o n  is c u r r e n t l y  v a c a n t .  W e  h a v e  as  s u c h  
r e p r e s e n t a t i o n  of all t h r e e  b r a n c h e s  of g o v e r n m e n t ,  a n d  the 
p a r t i e s  t h a t  a r e  r e a d i l y  i d e n t i f i a b l e  as t h o s e  that w o u l d  be 
i n t e r e s t e d  in l e g i s l a t i o n  b e i n g  p a s s e d .

T h e  w o r k  of t h e  c o m m i s s i o n  is s u c h  t h a t  it is 
t r a n s m i t t e d  to the l e g i s l a t u r e  in t w o  w a y s .  First, we r e p o r t  on
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e v e r y t h i n g  t h a t ' s  d o n e  by  the c o m m i s s i o n  to the L e g i s l a t i v e  
C o u n c i l ,  w h i c h  is r e p o n s i b l e  for o v e r s i g h t  of the c o d e  r e v i s i o n  
c o m m i s s i o n .  S e c o n d l y ,  i n d i v i d u a l  m a t e r i a l s  a r e  s e n t  to 
i n d i v i d u a l  l e g i s l a t o r s .  Y o u  s h o u l d  h a v e  j u s t  r e c e n t l y  r e c e i v e d  a 
p a c k a g e  of so m e  six b i l l s  a l o n g  w i t h  c o m m e n t a r y  a d v i s i n g  y o u  as 
to w h a t  the c o d e  c o m m i s s i o n  is doing. W e  h a v e  s p r e a d  a l o t  of 
p a p e r  in a d v i s i n g  t h e  l e g i s l a t u r e  as t o  w h a t  b i l l s  w e  a r e  
c o n s i d e r i n g  a n d  w h a t  w e  a r e  doing.

W E N D T E :  H o w  d i d  t h i s  b i l l  b e e n  i s s u e d ,  w i t h i n  t h e
c o m m i s s i o n  or a d m i n i s t r a t i o n ?  H o w  d i d  y o u  b e g i n  t h i s  r e v i e w ?

A B B O T T :  T h e  n o r m a l  p r o c i s s  for c o n s i d e r a t i o n  of a bill, 
u n l e s s  i t ' s  a s p e c i f i c  r e q u e s t  f r o m  a l e g i s l a t o r  or s o m e b o d y  f r o m  
t h e  a d m i n i s t r a t i o n ,  is to g e n e r a l l y  r e v i e w  laws in the S t a t e  of 
A l a s k a ,  p a r t i c u l a r l y  t h o s e  of a s o p h i s t i c a t e d  n a t u r e ,  s i n c e  w e  
d o n ' t  d e a l  w i t h  la w s  t h a t  l e g i s l a t u r e s  w o u l d  n o r m a l l y  h a n d l e .  W e  
d e a l  w i t h  t h o s e  t h e y  m i g h t  n o t  be i n t e r e s t e d  in h a n d l i n g  or d o n ' t  
h a v e  t i m e  to h a n d l e .  O n e  of the lav/s t h a t  h a d  n o t  b e e n  r e v i e w e d  
in q u i t e  s o m e  t i m e  w a s  the c o r p o r a t i o n  code. T h e r e  w a s  s o m e  six 
m o n t h s ,  a n d  t h a t ' s  an estimate,- of d e l i b e r a t i o n  in the c o m m i s s i o n  
b e f o r e  it w a s  a d o p t e d  a s  a f o r m a l  p r o j e c t  to be t a k e n  o n  by the 
c o m m i s s i o n .  T h a t  r e v i e w  i n d i c a t e d  t h a t  t h e r e  w e r e  so m e  s e r i o u s  
n e e d s  for r e v i s i o n .  So in a n s w e r  to y o u r  q u e s t i o n ,  the b i l l  h a d  
its g e n e s i s  in the c o d e  c o m m i s s i o n  itself.

C O W D E R Y :  T h a n k  you. Mr. F e s s l e r .

F E S S L E R :  Yes, g e n t l e m e n ,  I'd l i k e  if I c a n  to b r i e f l y  
t o u c h  on f o u r  a r e a s  t h a t  s - a m  to b e  s i n f u l  to the t e s t i m o n y  y o u  
h e a r d  t h i s  m o r n i n g .

First, I'd l i k e  to b r i e f l y  d e s c r i b e ,  to c l a r i f y  for the 
m e m b e r s ,  the o r i g i n  of the bill a n d  at p o i n t  I'd l e f t  t h e  i s s u e  
of w h e t h e r  or n o t  the b i l l  is r adical. S e c o n d ,  what is the s t a t e  
of c u r r e n t  A l a s k a  l a w  w h i c h  c o m m e n t s  on the n e c e s s i t y  of d o i n g  
s o m e t h i n g .  Third, sec. 488, the s e c o n d a r y  l i a b i l i t y  of o f f i c e r s  
a n d  d i r e c t o r s ,  w a s  a m a t t e r  of g r e a t  c o n c e r n  t h i s  m o r n i n g .  In 
t h a t  c o n n e c t i o n ,  I h a ve, I w o u l d  l i k e  to talk a b o u t  is the b i l l  
g e n e r a l l y  i n s c r u t a b l e ,  is the d r a f t i n g  s u c h  t h a t  it c a n n o t  be 
read. A n d  t h e n  f i n a l l y ,  the i ssue that w a s  of p a r t i c u l a r  c o n c e r n  
to C h a i r m a n  B u s s e l l ,  w i l l  the b i l l  c l o g  the c o u r t s  w i t h  
l i t i g a t i o n  if y o u  w e r e  to e n a c t  it in t o  law.

T h e  o r i g i n  of the bill is as  f o l l o w s :  T h e  c o d e
c o m m i s s i o n  a s k e d  m e  if I w o u l d  be i n t e r e s t e d  in d o i n g  a s u r v e y  of 
e x i s t i n g  s t a t u t o r y  a n d  d e c i s i o n a l  law in the b u s i n e s s  f i e l d  w i t h  
a v i e w  t o w a r d  d e t e r m i n i n g  w h e t h e r  or not, g i v e n  the p a s s a g e  of 
so m e  23 y e a r s  s i n c e  the e n a c t m e n t  of the o r i g i n a l  code, it w a s  
t i m e  for A l a s k a  to h a v e  a c o d e  in the c o r p o r a t e  f i e l d  of i ‘s o wn  
c r e a t i o n .  I u n d e r t o o k  t h a t  by c o m p a r i n g  the e x i s t i n g  A l a s k a  l a w  
to the m o d e l  c o r p o r a t i o n  a c t  as it h a s  b e e n  e v o l v i n g  s i n c e  t h a t  
p e r i o d  of time to the c o r p o r a t i o n  e x p e r i e n c e  that h a d  t a k e n  p l a c e
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in N e w  Y o rk, w h i c h  h a d  g o n e  t h r o u g h  a s i m i l a r  p l e n a r y  r e v i s i o n  of 
its l a w  in t h e  l a t e  1 9 6 0 ' s  a n d  to t h e  r e v i s i o n  of t h e  C a l i f o r n i a  
C o r p o r a t i o n  Act, w h i c h  h a d  a l s o  g o n e  t h r o u g h  a so m e  f i v e  year, 
a n d  in t h a t  i n s t a n c e ,  m u l t i m i l l i o n  d o l l a r  p r o c e s s  of a n a l y s i s  a n d  
r e v i s i o n  in the e a r l y  1 9 7 0 ' s  w h i c h  c u l m i n a t e d  in t h e  a d o p t i o n  of 
t he C a l i f o r n i a  C o r p o r a t i o n s  C o d e  in the f a l l  of 1 9 7 2  b y  th a t  
l e g i s l a t u r e .  N o w  w h e n  I r e v i e w e d  t h e  e x i s t i n g  A l a s k a  law, I ca m e  
b a c k  w i t h  the f o l l o w i n g  .general r e c o m m e n d a t i o n s .

F irst, A l a s k a  h a d  a d o p t e d  a t  the t i m e  of s t a t e h o o d  w h a t  
w a s  t h e n  the O r e g o n  v e r s i o n  of the m o d e l  act. A n d  s i n c e  t h a t  
t i m e  h a d  p a i d  no a p p a r e n t  c o n s i s t e n t  a t t e n t i o n  to the 
c o r p o r a t i o n s  code. T h e  A l a s k a  C o r p o r a t i o n s  Code, t h e r e f o r e ,  w a s  
no l o n g e r  in c o m p l i a n c e  w i t h  the m o d e l  act. T h e  m o d e l  act h a d  
g o n e  t h r o u g h  t w e n t y  y e a r s  of r e v i s i o n  a n d  e v o l u t i o n ,  m o s t  of 
w h i c h  h a d  n o t  b e e n  t r a c k e d  by a m e n d m e n t s  to the law h e r e  in the 
S t a t e  of A l a s k a .

Se c o n d ,  if one t r i e d  to l o o k  to d e c i s i o n a l  law in the 
A l a s k a  S u p r e m e  C o u r t  to fi l l  in t h e  gaps, o n e  f o u n d  t h e r e  w a s  
v e r y  l i t t l e  d e c i s i o n a l  law. T h e  c o n s e q u e n c e  t h a t  I drew, or the 
c o n c l u s i o n  I drew, is t h a t  a l a w y e r  or c i t i z e n  in A l a s k a  a s k i n g  
q u e s t i o n s  the a n s w e r s  to w h i c h  o u g h t  to be a s c e r t a i n a b l e  in v e r y  
m a n y  a r e a s  of c o r p o r a t e  law, ran u p  a g a i n s t  a n  a b s o l u t e  b l a n k  
wall. T h e r e  w a s  no s t a t u t o r y  p r o v i s i o n  o n  point, a n d  t h e  A l a s k a  
S u p r e m e  C o u r t  h a d  n e v e r  s p o k e n  to t h e  a r e a  a t  all. S o m e  p e o p l e  
t o d a y  r e f e r r e d  to this as the l a w y e r s  r e l i e f  act. T h e  e x i s t i n g  
A l a s k a  l a w  c o u l d  o n l y  be d e s c r i b e d  a s  h a y d a y  for c h i r o m a n t i s t s ,  
p a l m  r eaders, a n d  i n d i v i d u a l s  w h o  s t a r e  at c r y s t a l  balls. If one 
l o o k s  o u t s i d e  of A l a s k a  to the m o d e l  a c t  on the t h e o r y  y o u  w i l l  
f i n d  in o t h e r  s t a t e s  d e c i s i o n a l  law t h a t  r e a d i l y  tell y o u  w h a t  
A l a s k a  l a w  m e a n s ,  I s u b m i t  to y o u  t h a t  ten m i n u t e s  of a n a l y s i s  
w o u l d  n o t  s u p p o r t  th a t  s t a t e m e n t .  T h e  m o d e l  act in v a r i o u s  
d e g r e e s  is the l a w  in s o m e  18 to 20 j u r i s d i c t i o n s .  T h e i r  c o u r t s  
o v e r  a p e r i o d  of t i m e  h a v e  r e a c h e d  f r e q u e n t l y  c o n f l i c t i n g  
i n t e r p r e t a t i o n  a s  to the m e a n i n g  of i d e n t i c a l  s t a t u t o r y  
l a n g u a g e .  And, t h e r e f o r e ,  it ' s  d e l i g h t f u l  to sit in a 
n e g o t i a t i o n  w i t h  a c l i e n t  in w h i c h  the sa m e  s t a t u t o r y  l a n g u a g e ,  
c o u p l e d  w i t h  a d e c i s i o n  t h a t  the S u p r e m e  C o u r t  of W e s t  V i r g i n i a ,  
of the C o u r t  of A p p e a l s  in T e n n e s s e e ,  a n d  a f e d e r a l  d i s t r i c t  
c o u r t  s i t t i n g  in d i v e r s i t y  in F l o r i d a  is on m y  side, w h i l e  on 
y o u r  side y o u  l e a d  off the b i d d i n g  w i t h  a d e c i s i o n  of the s u p r e m e  
j u d i c i a l  c o u r t  of M a s s a c h u s e t t s ,  the S u p r e m e  C o u r t  of I l l i n o i s  
a n d  a f e d e r a l  d i s t r i c t  c o u r t  s i t t i n g  in N e w  M e x i c o .  N o w  it is 
a g a i n  as to w h i c h  v i e w  w o u l d  be a d o p t e d  by an  A l a s k a  court, a n d  
in a m o m e n t  I'll talk a b o u t  the c o s t s  bo t h  in ti m e  a n d  in 
t r e a s u r e  to c i t i z e n s  of th i s  s t a t e  in f o l l o w i n g  up th a t  g u e s s  
w i t h  l i t i g a t i o n .

It w a s  the p h i l o s o p h y  of the c o d e  r e v i s i o n  c o m m i s s i o n  
that the s t a t e ' s  e c o n o m y  w o u l d  be b e t t e r  off if t h e r e  w a s  in one 
p l a c e  a rther t h o r o u g h  e x p r e s s i o n  of b a s i c  s t a t u t o r y  p o l i c y  so 
one did not h a v e  to lo o k  at  a bi l l  s u p p o r t e d  by a v a r i e t y  of
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c r u t c h e s  in o r d e r  to d e t e r m i n e  w h a t ,  e x a c t l y ,  is the a n s w e r  to a 
c l i e n t ' s  q u e s t i o n .  T h a t  is a l s o  w h y  t h e  l a w  is o r g a n i z e d  the w a y  
it is. Y o u ' l l  n o t i c e  it is o r g a n i z e d  in a m a n n e r  t o t a l l y  u n l i k e  
e x i s t i n g  A l a s k a  law, w h i c h  h a s  no o r g a n i z a t i o n  w h a t s o e v e r .  It is 
o r g a n i z e d  in a m a n n e r  w h i c h  a t t e m p t s  to r e s t a t e  the a r e a  f r o m  the 
b e g i n n i n g  of a c o r p o r a t i o n  r i g h t  o n  t h r o u g h  to d i s s o l u t i o n .  A n d  
to o r g a n i z e  it so t h a t  it h a s  c o m p r e h e n s i v e  s t a t u t o r y  t r e a t m e n t  
of t h e s e  i m p o r t a n t  t o p i c s  in one p l a c e  a n d  at o n e  time.

T h e  c o m m e n t s  w h i c h  w e r e  p r e p a r e d  a r e  an a t t e m p t  to 
s y n t h e s i z e  in t h o s e  a r e a s  w h e r e  w e  c o n t i n u e ,  a n d  in m o s t  a r e a s  w e  
c o n t i n u e  the p o l i c i e s  of the m o d e l  act, b u t  w e  h a v e  l o o k e d  at, 
t a k e n  i n t o  a c c o u n t ,  the d i v e r g e n t  i n t e r p r e t a t i o n s  a n d  h a d  w r i t t e n  
t h e  c o m m e n t s  in a m a n n e r  t h a t  s a y s  t h a t  it a p p e a r s  m o s t  in 
c o n c e r t  w i t h  our u n d e r s t a n d i n g  of the l a w  a n d  w h e r e  t h i s  s t a t u t e  
as a w h o l e  w i s h e s  to go, to f o l l o w  the T e n n e s s e e  v i e w  o n  th i s  
m a t t e r  a n d  n o t  the F l o r i d a  view. N o w  if the l e g i s l a t u r e  w e r e  to 
a d o p t  by c o n c u r r e n t  r e s o l u t i o n  r e c o g n i t i o n  of t h o s e  c o m m e n t s ,  you 
w o u l d  go a l o n g  w a y  t o w a r d  c l e a r i n g  u p  the log j a m  a n d  c o n f u s i o n  
of o u t s i d e ,  l o wer 48 i n t e r p r e t a t i o n s  of the m o d e l  act.

T h i s  bi l l  h o p e f u l l y  b r i n g s  to y o u  the b e s t  of e x i s t i n g  
l a w  u n d e r  the m o d e l  act. V i r t u a l l y  a l l  p r o v i s i o n s  of the m o d e l  
act, i n c l u d i n g  t h e  m o s t  r e c e n t  p r o v i s i o n s  of th a t  act, are 
c o n t a i n e d  in th i s  draft. So to the e x t e n t  th a t  p e o p l e  w e r e  
w i s h i n g  t h i s  m o r n i n g  t h a t  t h a t  m i g h t  h a p p e n ,  g e n t l e m e n ,  it h a s  
h a p p e n e d .  It a l s o  l o o k s  to the law of N e w  Y o r k  for its b a s i c  
o r g a n i z a t i o n .  It e x a m i n e d  the l a w  of D e l a w a r e  v e r y  c a r e f u l l y ,  
t h e  law of N o r t h  C a r o l i n a  w i t h  s o m e  c a r e  b e c a u s e  C a r o l i n a  has 
g o n e  t h r o u g h  a s o m e w h a t  s w e e p i n g  a l t h o u g h  n o t  t o tal r e f o r m  of its 
s t a t u t o r y  law, a n d  f i n a l l y  the l a w  of C a l i f o r n i a .

Is it a r a d i c a l  b i l l ?  Rep. L i s k a  a s k e d  the q u e s t i o n  
t h i s  m o r n i n g  in s e v e r a l  ar e a s .  It d e s e r v e s  a v e r y  f r a n k  a n s w e r .  
Sir, it is not a r a d i c a l  bill. W h a t  it a t t e m p t s  to do is to d r a w  
a m i d d l i n g ,  fair, s t r a i g h t l i n e  p o s i t i o n  s a y i n g  w e ' r e  n o t  t r y i n g  
to d e v e l o p  a b i l l  t h a t  is t o t a l l y  m a n a g e m e n t  o r i e n t e d .  M o s t  
l a w y e r s  w o u l d  t e l l  y o u  t h a t  is the e x i s t i n g  law in D e l a w a r e .  W e  
a r e  not a t t e m p t i n g  to r e c o m m e n d  to y o u  a bill that is t o t a l l y  
s h a r e h o l d e r  o r i e n t e d .  T h a t  is the g e n e r a l  c h a r a c t e r i z a t i o n  of 
the l a w  of C a l i f o r n i a .  W h a t  w e  h a v e  a t t e m p t e d  to do is d r a w  a 
bill th a t  is m o r e  or l e s s  u e u t r a l  on the i s s u e  of w h e t h e r  it is 
to be m a n a g e m e n t  o v e r a l l  rr s h a r e h o l d e r s  o v e r a l l ,  but l e a v e  g r e a t  
f l e x i b i l i t y  to i n d i v i d u a l  A l a s k a n s  a n d  t h eir a d v i s o r s ,  w h e t h e r  
t h e y  d e e m  i.hemselves c a p a b l e  of m a k i n g  t h e s e  d e c i s i o n s  or th e y  
w i s h  to h i r e  an a t t o r n e y  to s t r u c t u r e  in the a r t i c l e s  of 
i n c o r p o r a t i o n  h o w  th i s  p a r t i c u l a r  c o r p o r a t i o n  w i l l  be. T h e r e  w a s  
a l o t  of c o m p l a i n t  t h i s  m o r n i n g  t h a t  the a r t i c l e s  of 
i n c o r p o r a t i o n  w o u l d  be i m p o r t a n t  for the f i r s t  t i m e  in A l a s k a  if 
y o u  w e r e  to a d o p t  th i s  bill. S i n c e  the a r t i c l e s  of i n c o r p o r a t i o n  
f u n c t i o n  is the v e r v  c o n s t i t u t i o n a l  d o c u m e n t  in a n y  c o r p o r a t e  
s e t t i n g ,  it s e e m s  to m e  t h a t  it is s e n s i b l e  that the b a s i c  
d e c i s i o n s  a b o u t  the s t r u c t u r e  of the c o r p o r a t i o n ,  p r e r o g a t i v e s  of
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s h a r e h o l d e r s ,  l i m i t a t i o n s ,  if any, u p o n  t h e  p r e r o g a t i v e s  of
d i r e c t o r s  a n d  o f f i c e r s ,  s h o u l d  be s t a t e d  in t h a t  s i n g l e  
d o c u m e n t .  P e o p l e  a r e  n o t  f r o z e n  in c o n c r e t e .  T h e  a r t i c l e s  m a y  
a l w a y s  be a m e n d e d .  T h e  i m p r e s s i o n  w a s  l e f t  t h i s  m o r n i n g  t h a t  y o u  
h a d  to be p r e s c i e n t  a n d  p u t  it in the o r i g i n a l  a r t i c l e s ,  a n d  t h a t  
is s i m p l y  n o t  the fact.

Now, t h e r e  is o n e  a r e a  of th i s  b i l l  w h i c h  is
i n n o v a t i v e ,  w h i c h  h a s  n o  d i r e c t  s t a t u t o r y  s u p p o r t  in a n y  state. 
A n d  the m e m b e r s  of the H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  w i l l  
r e c o g n i z e  this, but for the b e n e f i t  of t h o s e  f r o m  the J u d i c i a r y  
C o m m i t t e e ,  th a t  is sec. 488. I m i g h t  a d d  t h a t  w e  t r i e d  to go out
of our w a y  to a d v e r t i s e  the f a c t  t h a t  t h i s  is s o m e t h i n g  d e s e r v i n g
of y o u r  g r e a t e s t  s c r u t i n y .  W e  b e l i e v e  t h a t  o v e r  a p e r i o d  of t i m e  
a n  a b u s e  of the c o r p o r a t i o n  h a s  c r e p t  in w h i c h  it is 
r e s p o n s i b i l i t y  of the l e g i s l a t u r e  as t h e  d u l y  e l e c t e d
r e p r e s e n t a t i v e s  of the p e o p l e  to t h i n k  a b o u t  e v e r y  20 or 30 y e a r s  
b e f o r e  it a l l o w s  it to j u s t  go on a n d  o n  a n d  on. A n d  t h a t  is the 
q u e s t i o n  as to w h e t h e r  or n o t  m e r e l y  b e c a u s e  s o m e o n e  h a s  a c h i e v e d  
c o r p o r a t e  s t a t u s  w h e t h e r  t h e y  h a v e  t o r n  o u t  f o r m s  f r o m  a book, or 
if y o u ' v e  b e e n  on an  a i r l i n e  r e c e n t l y ,  a n d  y o u ' v e  s e e n  t h e s e  
a d v e r t i s e m e n t s  for " s e n d  m e  $49.95, a n d  I ' l l  s e n d  y o u  s o m e t h i n g  
th a t  can s h o w  you h o w  w i t h o u t  a n y  of y o u r  m o n e y ,  w i t h o u t  t h e  n e e d  
of any lawyer, y o u  can r e d u c e  y o u r  taxes, y o u  can k e e p  a l l  yo u r  
f o r t u n e ,  a n d  y o u  can be r e s p o n s i b l e  to n o b o d y . "  N o w  I s u b m i t  to 
y o u  t h a t  t h a t  is a d e c i s i o n  w h i c h  y o u  m u s t  make, but the
g r e a t n e s s  of this c o u n t r y  w a s  n e v e r  b u i l t  on  p r e m e d i t a t e d  
i r r e s p o n s i b i l i t y  to c r e d i t o r s .  A n d  t h a t  is b e i n g  a d v e r t i s e d  at 
the p r e s e n t  time as a g r e a t  v i r t u e  of the c o r p o r a t e  form.

T h e  c o r p o r a t e  f o r m  w i t h  l i m i t e d  l i a b i l i t y  is a s t a t e  
c o n f e r r e d  p r i v i l e g e .  It d o e s  n o t  e x i s t  u n l e s s  the m e m b e r s  of the 
A l a s k a  L e g i s l a t u r e  sa y s  t h a t  it e x i s t s .  A n d  the q u e s t i o n  a s  to 
w h e t h e r  y o u  h a v e  r i g h t  f r o m  t i m e  to ti m e  to l o o k  at  t h a t  
p r i v i l e g e  a n d  to d e c i d e  w h e t h e r  i t ' s  w o r k i n g  for the c o m m o n  g o o d  
or w h e t h e r  it s h o u l d  be f i n e  t u n e d  to r e s c u e  a n y  a b u s e  t h a t  h a s
c r e p t  in, is s o m e t h i n g  w h i c h  I t h i n k  y o u  o u g h t  n o t  be d e n i e d .
N o w  all t h a t  sec. 488 does, it d o e s  n o t  r e p e a l  l i m i t e d  l i a b i l i t y  
to the c o r p o r a t e  form. W h a t  it d o e s  do is this. It r e c o g n i z e s  
a n d  s u g g e s t s  a s o l u t i o n  to the p r o b l e m  if y o u  a g r e e  th a t  t h e r e  is 
a p r o b l e m .  It r e c o g n i z e s  t h a t  l i m i t e d  l i a b i l i t y  is the n o r m  if 
y o u  h a v e  a c o r p o r a t i o n .  It is true, as  w a s  s t a t e d  by s o m e  of the 
a t t o r n e y s  t h i s  m o r n i n g ,  t h a t  t h e r e  a r e  c o m m o n  l a w  d o c t r i n e s  
c a l l e d  " p i e r c i n g  the c o r p o r a t e  v e i l "  or d i s r e g a r d  of l i m i t e d  
l i a b i l i t y  th a t  t h e o r e t i c a l l y  act as a c h e c k  u p o n  p e o p l e  w h o  a b u s e  
l i m i t e d  l i a b i l i t y .  My s u r v e y  of A l a s k a  S u p r e m e  C o u r t  c a s e s  in 
t h i s  a r e a  r e v e a l s  two c a s e s  in the 25 y e a r s  t h a t  A l a s k a  h a s  b e e n  
a state. F r o m  th i s  w e  c a n  e i t h e r  c o n c l u d e  th a t  t h e r e  is s i m p l y  
no p r o b l e m ,  a n d  t h e r e f o r e  t h e r e  c o u l d  n o t  be m i l l i o n s  u p o n  
m i l l i o n s  of d o l l a r s  in d a m a g i n g  l i a b i l i t y  u n d e r  sec. 488, or 
th a t  the p r o b l e m  is n o t  a d e q u a t e l y  b e i n g  a d d r e s s e d  u n d e r  the 
e x i s t i n g  c o m m o n  law d o c t r i n e ,  I s u g g e s t  that it is l i k e l y  to be 
the l a t t e r  a n d  n o t  the f o r m e r  that is true. To l i t i g a t e  a l l  the



w a y  to the A l a s k a  S u p r e m e  C o u r t  the i s s u e  of p i e r c i n g  t h e  
c o r p o r a t e  v e i l  r e q u i r e s  a n  i n d i v i d u a l  w h o  has g r e a t  r e s o u r c e s  
b o t h  in t i m e  a n d  in tre a u r e .  A n d  if y o u  a r e  a c r e d i t o r  w h o  h a s  
a n  $8 ,000 b i l l  t h a t  is o w e d  you, y o u  do n o t  h a v e  the m o n e y  to 
b r i n g  t h i s  q u e s t i o n  to a n y  court. T h e  o n l y  i n d i v i d u a l s  t h a t  
sec. 488 is t r y i n g  to p r o t e c t  a r e  t h o s e  i n d i v i d u a l s  w i t h  t h e i r  
s m a l l  c l a i m s  w h o  h a v e  not got, b e c a u s e  of the c o s t  of l i t i g a t i o n ,  
a n y  a t t e m p t  to e v e n  c h a l l e n g e  the q u e s t i o n  a s  to w h e t h e r  or n o t  
t h e r e  s h o u l d  be a d i s r e g a r d  of l i m i t e d  l i a b i l i t y .  T h e  s o l u t i o n  
w h i c h  is s u g g e s t e d  is to i m p o s e  l i a b i l i t y  on d e s i g n a t e d  c o r p o r a t e  
o f f i c e r s  a n d  d i r e c t o r s .  T h e  o n l y  o t h e r  s t a t e  t h a t  h a s  a l a w  in 
t h i s  area, t h a t  is r e m o t e l y  c o m p a r a b l e ,  is N e w  Y o r k ' s  p o s i t i o n ,  
w h i c h  is l i m i t e d  o n l y  in f a vor of e m p l o y e e s .  So our 
r e c o m m e n d a t i o n  to y o u  g o e s  b e y o n d  N e w  Y o r k  law. A n d  N e w  Y o r k  
f a s t e n s  t h e  l i a b i l i t y  u p o n  the ten l a r g e s t  s h a r e h o l d e r s  in the 
c o r p o r a t i o n .  A n d  t h a t  l i a b i l i t y  c a n n o t  be shaken. W e  d i d  n o t  
r e c o m m e n d  t h a t  y o u  f a s t e n  l i a b i l i t y  on  the s h a r e h o l d e r s  on the 
t h e o r y  t h a t  f r e q u e n t l y  s o m e  s h a r e h o l d e r s  w i l l  be t o t a l l y  p a s s i v e ,  
p l a y i n g  n o  r o l e  in the a c t u a l  c o n d u c t  of the b u s i n e s s .  T h e  
s u g g e s t i o n  w a s  i n s t e a d  t h a t  y o u  p l a c e  it u p o n  the o f f i c e r s  a n d  
d i r e c t o r s  o n  t h e  t h e o r y  t h a t  t h e y  a r e  r u n n i n g  the business,, 
F u r t h e r ,  w e  d i d  n o t  f o l l o w  N e w  Y o r k  in m a k i n g  this an  u n s h a k e a b l e  
s o u r c e  of l i a b i l i t y .  P l e a s e  r e c o g n i z e  t h a t  sec. 488 says this 
l i a b i l i t y ,  l i k e  a n y  o t h e r  c r e a t e d  h e re, can be c o n t r a c t e d  away. 
T h a t  .it r e q u i r e s  t h a t  the c o r p o r a t i o n  o b t a i n  in w r i t i n g  the 
a g r e e m e n t  of the p o t e n t i a l l y  a d v a n t a g e d  c r e d i t o r  u n d e r  sec. 488, 
y o u  e m p l o y e e s ,  etc. T h a t  t h e y  w i l l  n o t  lo o k  to t h e  l i a b i l i t y  
w h i c h  y o u  w o u l d  h a v e  u n d e r  s t a t u t e ,  b u t  i n s t e a d  w o u l d  r e l e a s e  y o u  
f r o m  that.

W e  h e a r d  two t h i n g s  a b o u t  t h a t  today. First, o n e  of 
the a t t o r n e y s  w h o  t e s t i f i e d  t h i s  m o r n i n g  th a t  y o u  d o n ' t  n e e d  it 
b e c a u s e  l a r g e  c o r p o r a t i o n s  in d o m i n a n t  m a r k e t  p o s i t i o n s  w i l l  
a l w a y s  i n s i s t  t h a t  th a t  be w a i v e d .  A n d  v e r y  s m a l l  a n d  n e e d y  
i n d i v i d u a l s  in the m a r k e t p l a c e  e n t e r i n g  c o n t r a c t s  a r e  in no 
m a r k e t  p o s i t i o n  to r e s i s t  the d e m a n d  of w a i v e r .  T h e  o t h e r  w a s  
t h a t  it d o e s n ' t  m a k e  m u c h  d i f f e r e n c e  w h e t h e r  y o u  do go a f t e r  the 
o w n e r s  of t h e s e  fly by n i g h t  c o r p o r a t i o n s ,  b e c a u s e  the .ruth of 
the m a t t e r  w i l l  be, they, t h e m s e l v e s ,  a r e  g o i n g  to w i n d  up  h a v i n g  
no a s s e t s .  The o n l y  a n a l o g y  I w o u l d  o f f e r  to y o u  is th a t  the 
s a m e  j u s t i f i c a t i o n  c o u l d  be u s e d  if y o u  w e r e  out in the w a t e r s  
off the c o a s t  of th i s  s t a t e  in t h i s  m o n t h  a n d  y o u  saw s o m e b o d y  in 
t h o s e  w a t e r s  for not t h r o w i n g  h i m  a rope. First, he m i g h t  n o t  
c a t c h  it a n d  seco n d ,  he  m i g h t  not ;>e a b l e  to h o l d  on. B u t  if y o u  
a t  l e a s t  a f f o r d  the o p p o r t u n i t y  :o p e o p l e  to h a v e  s o m e t h i n g  in 
l i e u  of w h a t  th e y  n o w  h a ve, w h i c h  is n o t h i n g ,  y o u  w i l l  nave g o n e  
s o m e  d i s t a n c e  toward, I think, a u s e f u l  r e f o r m  of the law. So 
t h a t ' s  sec. 4 8 8 a n d  a n y  time t h e r e  a r e  q u e s t i o n s ,  I w o u l d  be 
h a p p y  to a n s w e r .

Rep. F u r n a c e  a s k e d  s e v e r a l  t i m e s  th i s  m o r n i n g ,  w o u l d  i'; 
be w i s e  to r e d u c e  the d i m e n s i c n  of e x p o s u r e  to an a g g r e g a t e  of 
$ 2 5 , 0 0 0 .  Rep. F u r n a c e ,  t h e r e  ai:e m a n y  t h i n g s  y o u  c o u l d  do. Y o u
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c o u l d  r e d u c e  the a m o u n t  of d o l l a r s ,  y o u  c o u l d  t r y  a n d  c r e a t e  
e x e m p t i o n s ,  you c o u l d  w a i t  u n t i l  the l e g i s l a t u r e  d e c i d e s  t h a t  too 
m a n y  p e o p l e  a r e  b r o u g h t  u n d e r  the u m b r e l l a  of sec. 488. W h a t  I 
do a s k  is t h a t  y o u  g i v e  s e r i o u s  c o n s i d e r a t i o n  to d o i n g  
s o m e t h i n g .  L a r g e  i n s t i t u t i o n a l  l e n d e r s  d o n ’t n e e d  t h e  p r o t e c t i o n  
of 48o, a n d  t h e y  a r e  n o t  g i v e n  it b y  th i s  bill. T h e y  w i l l  a l w a y s  
i n s i s t  u p o n  the f a c t  t h a t  t h e r e  be p e r s o n a l  g u a r a n t e e s ,  or t h e y  
s h o uld. W h a t  w e  are a t t e m p t i n g  to do is to o f f e r  s o m e  h o p e  to 
p e o p l e  w h o  h a v e  n o  v o i c e  a n d  no  p o s i t i o n  b e c a u s e  of the de f a c t o  
c o s t s  of l i t i g a t i o n .  A n d  u n l e s s  t h e  l e g i s l a t u r e  d o e s  s o m e t h i n g  
here, t h a t  is n o t  t h e  c l a s s i c a l  A m e r i c a n  way, to d e f e a t  p e o p l e  
w h o  c a n n o t  a f f o r d  to ta k e  y o u  to c o u r t  a n d  to t r y  a n d  b u i l d  the 
e c o n o m i c  f u t u r e  of t h i s  s t a t e  p a v e d  on  the b a c k s  of t h o s e  
i n d i v i d u a l s .  Or if t h e r e  a r e  t h o u s a n d s  or s h o u l d  t h e r e  be 
m i l l i o n s  of d o l l a r s  in l i a b i l i t y  here. G e n t l e m e n ,  p l e a s e  
u n d e r s t a n d  t h a t  is a l r e a d y  l i a b i l i t y  in t h i s  state. It's j u s t  
t h a t  it is b e i n g  b o r n e  by e m p l o y e e s ,  a n d  it is b e i n g  b o r n e  by 
m a t e r i a l m e n  a n d  s u p p l i e r s .  W e  a r e  n o t  c r e a t i n g  a l i a b i l i t y  h ere, 
w e  are s h i f t i n g  the l i a b i l i t y  f r o m  the c r e d i t o r s .  Y o u  h e a r d  this 
m o r n i n g  th a t  t h e s e  c r e d i t o r s  s h o u l d  u n d e r s t a n d  t h a t  w h e n  t h e y  do 
b u s i n e s s  w i t h  a c o r p o r a t i o n ,  t h e y  a r e  t a k i n g  t h a t  c h a n c e .  W ell, 
the p h i l o s o p h i c a l  q u e s t i o n  w a s  n e v e r  b e t t e r  p o s e d .  S h o u l d  it be 
heads, I win, if t h e r e  is p r o s p e r i t y  as the o w n e r  of the 
b u s i n e s s ,  the p r o s p e r i t y  is mine,, If, h o w e v e r ,  the b u s i n e s
s h o u l d  fail, o n e  g r o u p  of p e o p l e  I w i l l  c e r t a i n l y  n o t  o w e  
a n y t h i n g  to a r e  the p e o p l e  w h o  c a n n o t  e v e n  a f f o r d  to sue m e  for 
the d e b t s  I h a v e  i n c u r r e d  to them. T h a t  is the o n l y  g r o u p  of 
p e o p l e  v,’ho ar e  the t a r g e t  of sec. 488.

O n e  o t h e r  m a t t e r  t h i s  m o r n i n g  in t h i s  area, is the b i l l  
d i f f i c u l t  to read. W e ll, I r e a d i l y  c o n f e s s  t h a t  the b i l l  is
le ngthy. I've a t t e m p g d  to e x p l a i n  wh' 'v,-i c o d e  r e v i s i o n
c o m m i s s i o n  d r a f t e d  a bi l l  of t h i s  n a t u r e  w a s  r e c o g n i z i n g
t h a t  A l a s k a  h a s  v e r y  l i t t l e  c o m m o n  law in > b u s i n e s s  field.
T h a t  if q u e s t i o n s  w e r e  to be a s k e d  a n d  nfered by A l a s k a  
so u r c e s ,  n o t  g u e s s t i m a t e ,  it w o u l d  be b e t t e r  h a v e  it d o n e  by 
s t a t u t e  in th i s  j u r i s d i c t i o n ,  r a t h e r  t h a n  w a i t  for 50, 60 or 70 
y e a r s  to b u i l d  up a l a r g e  body of c o m m o n  law. S e v e r a l  s t a t e m e n t s  
th a t  w e r e  m a d e  t h i s  m o r n i n g  a r e  s i m p l y  i n a c c u r a t e  in t e r m s  of 
r e p r e s e n t i n g  to y o u  p r o b l e m s  t h a t  e x i s t  u n d e r  the bill. I p i c k  
o u t  two, b e c a u s e  it w i l l  n o t  t a k e  m u c h  of y o u r  ti m e  to d i s p e l
them. A n d  I t h i n k  t h a t  w h e n  the g e n t l e m e n  w h o  t e s t i f i e d  t h i s
m o r n i n g  h a v e  g r e a t e r  o p p o r t u n i t y  to r e a d  it, t h e y  m a y  c o n c l u d e
th a t  s o m e  of the t h i n g s  s a i d  t h i s  m o r n i n g  a r e  n o t  t h e  p r o b l e m s
w h i c h  t h r o u g h  the l a c k  of t i m e  th e y  r e p r e s e n t e d  t h e m  to be.

I w o u l d  a s k  y o u  to l o o k  a t  p a g e  54, if y o u  h a v e  the
bill in f r o n t  of you. M a n y  of y o u  a r e  n o t  a t t o r n e y s  a n d
t h e r e f o r e  I w i l l  p o s e  a h y p o t h e t i c a l  to you. T h e  q u e s t i o n  was, 
do e s  th i s  bi l l  r e q u i r e  a c o r p o r a t i o n  to h a v e  t h r e e  d i r e c t o r s  w h e n  
it m a y  h a v e  f e w e r  s h a r e h o l d e r s  t h a n  that. W o u l d n ' t  t h a t  be a 
r i d u l o u s  thing. O n e  i n d i v i d u a l  sat in the c h a i r  t h a t  I'm s i t t i n g  
in this m o r n i n g  a n d  t o l d  y o u  t h a t  he  j u s t  f o u n d  it i m p o s s i b l e  to
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u n d e r s t a n d  this b i l l ' s  p r o v i s i o n  on t h a t  poi n t .  T h e  s e c t i o n  is 
453, g e n t l e m e n ,  l i n e s  27 a n d  29. N o w  if y o u  r e a d  t h a t  a n d  c o m e  
a w a y  w i t h  the c o n c l u s i o n  t h a t  y o u  d o n ' t  u n d e r s t a n d  t h a t  if a 
c o r p o r a t i o n  h a s  f e w e r  t h a n  t h r e e  d i r e c t o r s ,  it d o e s n ' t  n e e d  to 
h a v e  a n y  m o r e  d i r e c t o r s  t h a n  it d o e s  s h a r e h o l d e r s ,  th e n  I w i l l  be 
h a p p y  to t a k e  t h i s  a n d  le a v e .  T h a t  is n o t  a p r o b l e m  here.

A n o t h e r  s t a t e m e n t  w a s  m a d e  t h i s  m o r n i n g  t h a t  the b i l l  
e x p a n d s  t h e  s e c o n d a r y  l i a b i l i t y  to s h a r e h o l d e r s .  I d o n ' t  t h i n k  
it t a k e s  30 s e c o n d s  of a t t e n t i o n  t o  p a g e  67, sec. 488, to 
d i s c o v e r  t h a t  s h a r e h o l d e r s  h a v e  no  l i a b i l i t y  per se u n d e r  sec. 
488 a t  all. N o w  t h e r e  a r e  p h i l o s o p h i c a l  p r o b l e m s  t h a t  m a n y  r aise 
w i t h  sec. 488, a n d  I w o u l d  be t h e  l a s t  p e r s o n  to t r y  a n d  
f o r e s t a l l  a c l e a r  a n d  v i g o r o u s  d e b a t e  on  that. A n d  I a m  the 
f i r s t  p e r s o n  to r e c o g n i z e  t h a t  a s  t h e  60 e l e c t e d  r e p r e s e n t a t i v e s  
of the p e o p l e  of A l a s k a ,  t h e  u l t i m a t e  d e c i s i o n  on t h a t  p o i n t  is 
y o u r s .  B u t  I w o u l d  n o t  w a n t  y o u  to m a k e  t h a t  d e c i s i o n  u n d e r  the 
i n f l u e n c e  of m i s i n f o r m a t i o n  a b o u t  t h e  bill, no  m a t t e r  h o w  
i n n o c e n t  i t s  o r i g i n  m i g h t  h a v e  been.

Fi n a l l y ,  Rep. B u s s e l l  w a s  i n c r e a s i n g l y  i n t e r e s t e d  in 
th e  i s s u e  of w o u l d  th i s  c l o g  the c o u r t s .  Rep. F u r n a c e  w a s  a h e a d  
of h i m  on t h a t  q u e s t i o n .  Rep. F u r n a c e  p o s e d  t h a t  q u e s t i o n  to the 
A l a s k a  C o u r t  S y s t e m  a n d  h a s  r e c e i v e d  a f t e r  t h eir o p p o r t u n i t y  to 
r e v i e w  t h e  b i l l  a n d  to c o m m e n t  u p o n  the s e c t i o n s  they f o u n d  of 
i n t e r e s t  a n d  w o u l d  a f f e c t  the j u d i c i a r y ,  a c o n c l u s i o n  w h i c h  as it 
is s t a t e a  v e r y  s u c c i n c t l y  in the c o v e r  l e t t e r  to the c o m m i t t e e .  
"Reviev/ed the p r o p o s e d  bi l l  in d e t a i l .  Our c o m m e n t s  a r e  
a t t a c h e d " .  B a s e d  u p o n  her c o m m e n t s ,  the c o u r t  s y s t e m  c o n c l u d e s  
t h a t  the s u p e r i o r  c o u r t  w i l l  n o t  be s u b s t a n t i a l l y  b u r d e n e d  by 
p a s s a g e  of this bill. So I s u g g e s t  to y o u  t h a t  the o n e  i n q u i r y  
to the i n d i v i d u a l s  m o s t  l i k e l y  to be k n o w l e d g e a b l e  h a s  b e e n  
l o d g e d  by Rep. F u r n a c e  a n d  it h a s  b e e n  a s k e d .  S u r e l y  t h e r e  w i l l  
be l i t i g a t i o n  u n d e r  t h i s  bill, but I h o p e  that as the c o u r t  
s y s t e m  r e c o g n i z e s ,  t h e y  w i l l  h a v e  s u b s t a n t i a l l y  g r e a t e r  g u i d a n c e  
f r o m  the l e g i s l a t u r e  as to w h a t  the v a l u e  j u d g m e n t s  a r e  t h a t  
s h o u l d  be b r o u g h t  a n d  n o t  l e f t  to the q u e s t i o n  u l t i m a t e l y  of the 
f i v e  a p p o i n t e d  m e m b e r s  of the A l a s k a  S u p r e m e  C o u r t  to d e c i d e  
a b o u t  t h e s e  m a t t e r s .  T h e  j u d i c i a r y  r e c o g n i z e s  that it is 
d e s i r a b l e  th a t  t h e s e  m a t t e r s  of h i g h  p u b l i c  p o l i c y  be d e c i d e d  by 
t h e  e l e c t e d  r e p r e s e n t a t i v e s  of the p e o p l e ,  a n d  I b e l i e v e  th a t  
this bill g i v e s  y o u  an o p p o r t u n i t y  to f a c e  t h o s e  q u e s t i o n s  a n d  to 
r e s o l v e  them.

I h a v e  v o l u n t e e r e d  a n d  I w i s h  to s i m p l y  m a k e  it a 
m a t t e r  of r e c o r d  to w o r k  w i t h  the a d  h o c  g r o u p  of p e o p l e  w h o  
f o r m e d  t h e m s e l v e s  at 7:0' a . m  y e s t e r d a y  m o r n i n g  w h o  w i s h  30 d a y s  
to r e v i e w  the bill. I w o u l d  b e c a u s e  of the p r e s s  on  y o u  a n d  y o u r  
b u s i n e s s  h a v e  h o p e d  t h a t  t h a t  w o u l d  h a v e  c o m e  ea r l i e r .  It h a s  
not. I a d d r e s s e d  th a t  g r o u p  in M a y  of 1982, the s t a t e  bar 
a s s o c i a t i o n ' s  a n n u a l  c o n v e n t i o n ,  b u s i n e s s  law se c t i o n .  In 
D e c e m b e r  o f  1 9 8 2  I r e t u r n e d  to A n c h o r a g e  a n d  c o n d u c t e d  a t w o - d a y  
s e m i n a r  on  this v e r y  bill, a n d  e v e r y  m e m b e r  of the b u s i n e s s  law
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s e c t i o n  in a t t e n d a n c e  w a s  give*' a c o p y  of the b i l l  a n d  the 
c o m m e n t s .  T h i s  bill, of c o u rse, is w i t h  v e r y  m i n o r  r e v i s i o n s  
n e a r l y  i d e n t i c a l  to the b i l l  t h a t  w a s  f i r s t  i n t r o d u c e d  in M a r c h  
of  1982. T h a t  is the past. In t h e  f u t u r e  in the n e x t  30 days, I 
w i l l  b e  h a p p y  to s u p p l y  a n y  i n f o r m a t i o n .  A n d  I r e i t e r a t e  t h e r e  
is a g r e a t  de a l  of s t u d y  of c o n t r a s t s  w i t h  the m o d e l  act, in 
l o o k i n g  a t  the O r e g o n ,  W a s h i n g t o n  a c t s ,  l o o k i n g  at t h e i r  
d e c i s i o n a l  law t h a t  I w i l l  m a k e  a v a i l a b l e  to a n y  m e m b e r  of t h i s  
H o u s e  or a n y  s t a f f  m e m b e r  y o u  d e s i g n a t e .  Y o u  h a v e  a l r e a d y  s p e n t
a g r e a t  de a l  of y o u r  ti m e  a n d  m o n e y  h i r i n g  m e  a n d  the i n d i v i d u a l s
w h o  s e r v e  w i t h o u t  a n y  c o m p e n s a t i o n  a t  all, the c o d e  r e v i s i o n  
c o m m i s s i o n e r s ,  to w o r k  on t h i s  m a t t e r  for s o m e  four y e a r s .  W e  
w o u l d  l i k e  to c o n t i n u e  to w o r k  on  the m a t t e r  a n d  to w o r k  w i t h  y o u  
in the m a n n e r  th a t  y o u  d e e m  m o s t  p r o d u c t i v e .

If t h e r e  are a n y  q u e s t i o n s ,  I w o u l d  w e l c o m e  the
o p p o r t u n i t y  to res p o n d .

C O W D E R Y :  Yes, I'd j u s t  l i k e  to c o m m e n t  o n  this bill. 
H o w  l o n g  h a s  this bi l l  b e e n  a c t i v e  in the Senate, in the o t h e r  
b o d y ?  Is that, the p o i n t  I ' m  m a k i n g ,  t h i s  is the s e c o n d  ti m e  
w e ' v e  d e a l t  w i t h  th i s  bi l l  in the Hou s e .

F E SSLER: T h e r e  w a s  a S e n a t e  h e a r i n g  on the b i l l  last 
ye ar, Mr C h a i r m a n ,  but I w o u l d  n o t  r e p r e s e n t  to y o u  a n d  y o u  w o u l d  
h a v e  to ask yo u r  c o l l e a g u e s  in the S e n a t e ,  t h a t  it r e c e i v e d  
e x t e n s i v e  a t t e n t i o n  in the S e n a t e  in t h e  l a s t  l e g i s l a t u r e ,  e x c u s e  
me, in the f i r s t  s e s s i o n  of the c u r r e n t  l e g i s l a t u r e .  T h e  
l e g i s l a t u r e  w h i c h  w a s  i m m e d i a t e l y  p a s s e d ,  h a d  the bill
i n t r o d u c e d ,  but it did not h o l d  h e a r i n g s  on it.

C O W D E R Y :  Well, the p o i n t  I ' m  m a k i n g ,  it s e e m s  li k e
w e ' v e  h a d  so m e  c r i t i c i s m ,  y o u  m i g h t  h a v e  t a k e n  it p e r s o n a l ,  I 
d o n ' t  t h i n k  it w a s  i n t e n d e d  to be a p e r s o n a l  c r i t i c i s m ,  b u t  I 
t h i n k  w e  h a v e  to he a r  bo t h  s i d e s  a n d  the p h i l o s o p h y  of the code 
r e v i s i o n  c o m m i s s i o n  is c e r t a i n l y  to be c o m m e n d e d  of t h i s  bill. 
But the p h i l o s o p h y  of the l e g i s l a t u r e  w i l l  p r o b a b l y  be a b a l a n c e  
t h a t  it has to go t h rough, a n d  t h e s e  h e a r i n g s  I t h i n k  a r e  v e r y  
n e c e s s a r y .  A n d  e v e n  t h o u g h  w e  h a d  p e o p l e  th a t  e x p r e s s e d  t h e i r  
v i e w s ,  w e  l i s t e n e d  to all sides, i n c l u d i n g  y o u r s e l f ,  a n d  r e s p e c t  
al l  the v i e w s  . . .

FESSLER: T h e  o n l y  t h i n g  I a s k  is the o p p o r t u n i t y  to, if 
t h e r e  are a r e a s  w h e r e  t h r o u g h  i n a d v e r t e n c e  or o t h e r w i s e ,  
m i s r e p r e s e n t a t i o n s  are made, y o u ' l l  s p e n d  a g r e a t  de a l  of time 
a t t e m p t i n g  to a c q u a i n t  me w i t h  the c o n t e n t  of th i s  bill. A n d  I 
w o u l d  n e v e r  w i s h  to h a v e  y o u  m a k e  a j u d g m e n t  th a c  w a s  p r e d i c a t e d  
u p o n  m i s i n f o r m a t i o n .  T h a t  w a s  my, I a m  o f f e n d e d  b y  l i t tle, w h e n  
it h a p p e n s ,  I l o s e  hair, a n d  it's o b v i o u s  I. c a n ' t  a f f o r d  m u c h  
m o r e  o f f e n s e  in m y  life.

C O W D E R Y :  O n e  of your ■>mments a b o u t  c r e d i t o r s  th a t
c o u l d  sign r e l e a s e s ,  w e ll, I c o m e  from, t h a t  m i g h t  s o u n d  g o o d  in
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p a p e r  or t e x t b o o k ,  b u t  in the real w o r l d  I've f o u n d  in my  
b u s i n e s s ,  I' v e  b e e n  in the b u s i n e s s  for a f e w  y e a r s ,  that w h e n  
s o m e t h i n g  s e e m s  to go sour in c r e d i t o r s ,  it c o n c e r n s ,  the h a r d e s t  
t h i n g  y o u  can g e t  t h e m  to do is to s i g n  a n y t h i n g  t h a t  w o u l d  
w e a k e n  t h e i r  c h a n c e  of g e t t i n g  paid. A n d  a n y  p r o m i s e s  or 
a n y t h i n g  in the r e a l  w o r l d  o u t s i d e  of a c a s h i e r ' s  c h e c k  or cash, 
to g e t  a n y b o d y  to si g n  a n y t h i n g ,  a n d  I t h i n k  . . .

F E S S L E R :  Yes, m o s t  b u s i n e s s e s  a r e  b o r n  in the s p i r i t  of 
o p t i m i s m .  A n d  the t i m e  to deal w i t h  the c r e d i t o r s  o n  t h i s  i s s u e  
is at t h a t  o p t i m i s t i c  m o m e n t .  If y o u  w a i t  u n t i l  it is e v i d e n t  
t h a t  the b u s i n e s s  is g o i n g  u n d e r  to a s k  for r e l e a s e s ,  it w o u l d  
n o t  be, in. the w o r d s  of o n e  i n d i v i d u a l ,  a p r o p i t i o u s  time.

C O W D E R Y :  Yes, w e l l  I've w o r k e d  w i t h  c o m p a n i e s  for y e a r s  
t h a t  e v e n t u a l l y  h a v e  s o m e t h i n g  go w r o n g ,  so a n y w a y ,  Rep. U e h l i n g .

U E H L I N G :  T h a n k  you, Mr, C h a i r m a n .  I ju s t  w o u l d  li k e  to 
s o r t  of r e i t e r a t e  p r o b a b l y  s o m e  of the t h i n g s  th a t  y o u ' v e  
m e n t i o n e d  here. It's m y  u n d e r s t a n d i n g  t h a t  w h e n  the o r i g i n a l  
c o d e  r e v i s i o n  co d e  w a s  p u t  in t o  e f f e c t  in .1953, th a t  w e ' r e  s t i l l  
u n d e r  the p r e s e n t  O r e g o n  s t a t u t e s  then, I m e a n  w e ' v e  t a k e n  the 
c o d e  q u e s t i o n  f r o m  the O r e g o n  s t a t u t e s ,  is t h a t  c o r r e c t ?

F E S S L E R :  T h a t  is c o r r e c t  a n d  w a s  a l s o  the r e c o l l e c t i o n  
of J u d g e  S t e w a r t  w h o  is a m e m b e r  of the c o m m i s s i o n  w h o  w a s  in the 
f i r s t  l e g i s l a t u r e  that a d o p t e d  . . .

U E H L I N G :  A n d  a c t u a l l y  t h e r e  h a s n ' t  b e e n  a n y  c h a n g e s  in 
t h o s e  s t a t u t e s  s i n c e  t h a t  time, but a l t h o u g h  in O r e g o n  t h e r e  has 
b e e n  c h a n g e s  t h a t  h a v e  o c c u r r e d  in th a t  s t a t e  u n d e r  the m o d e l  
b u s i n e s s  act.

F E S S L E R :  T h e r e  h a v e  b e e n  a m e n d m e n t s  to the A l a s k a  act 
s i n c e  its o r i g i n a l  e n a c t m e n t  S o m e  of t h e m  as r e c e n t l y  as two 
y e a r s  ago, w h e n  the l e g i s l a t u r e  d e c i d e d  to s h i f t  to a b i a n n u a l  
r e p o r t i n g  as. o p p o s e d  to a n  a n n u a l  one. A n o t h e r  o n e  w a s  the 
r e q u i r e m e n t ,  w h i c h  is an A l a s k a  r e q u i r e m e n t  n o t  in the m o d e l  act, 
of i d e n t i f y i n g  i n d i v i d u a l s  w h o  a r e  f o r e i g n  to the S t a t e  of A l a s k a  
w h o  h a v e  a s i g n i f i c a n t  i n t e r e s t  in the c o r p o r a t i o n .  But O r e g o n  
has c e r t a i n l y  g o n e  m u c h  f u r t h e r .  O r e g o n ' s  l a w  l o o k s  l e s s  l i k e  it 
d id in 1 9 5 4  t h a n  A l a s k a ' s  does.

U E H L I N G :  A n d  th e n  a l s o  a n o t h e r  q u e s t i o n .  If y o u  could, 
I u n d e r s t a n d  t h a t  u n d e r  the p r o v i s i o n s  in t h i s  c o d e  r e v i s i o n ,  we  
a r e  t a l k i n g  a b o u t  v a l u e  d e c i s i o n s  th a t  a r e  m a d e  as far as, in 
r e g a r d  to s h a r e h o l d e r s '  r i g h t s  a n d  the b o a r d  of d i r e c t o r s ,  is 
t h e r e  a p r e t t y  w e l l  of a b a l a n c e  there, m a y b e  y o u  c o u l d  be m o r e  
s p e c i f i c  a b o u t  w h a t  o c c u r s  in this bill r e g a r d i n g  that. B e c a u s e  
I u n d e r s t a n d  t h e r e  is a lot of f l e x i b i l i t y .

FE S S L E R :  T h e  b a s i c  f l e x i b i l i t y  is in the p r o v i s i o n
w h i c h  d e a l s  w i t h  the m a n d a t o r y  c o n t e n t  of the a r t i c l e s  a n d  a l s o
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w i t h  the o p t i o n a l  c o n t e n t  of the a r t i c l e s .  T h e r e  y o u  d e c i d e  such 
b a s i c  q u e s t i o n s  as to w h e t h e r  the s h a r e h o l d e r s  w i l l  h a v e  a l o n g  
w i t h  i n c u m b e n t  d i r e c t o r s  the r i g h t  to p r o p o s e  a m e n d m e n t s  to the 
b y l a w s  or to the articles*, w h e t h e r  or n o t  the s h a r e h o l d e r  w h e n  
y o u  h a v e  v o t e s  on  t h e m  w i l l  v o t e  w i t h  s i m p l e  m a j o r i t i e s  or 
w h e t h e r  t h ere w i l l  be l e s s  t h a n  s i m p l e  m a j o r i t i e s  or g r e a t e r  t h a n  
s i m p l e  m a j o r i t i e s .  In o t h e r  wo r d s ,  if y o u  j u s t  go d o w n  t h a t  . . 
. C h a i r m a n  A b b o t t  u s e d  .to h a v e  a p h r a s e  w h i c h  w a s  d r u m m e d  in t o  
h i s  b r o t h e r s  and at  t h a t  ti m e  s i s t e r  on the c o d e  r e v i s i o n  
c o m m i s s i o n ,  t h a t  h e  w a n t e d  the t h i n g  to r e a d  l i k e  a c o o k b o o k ,  so 
t h a t  a l a w y e r  or a l a y p e r s o n  w h o  w a s  s e t t i n g  up  a c o r p o r a t i o n  
w o u l d  go r i g h t  d o w n  t h a t  m a t t e r  a n d  b e g i n  to d i s c u s s .  I t h i n k  
one of t h e  g r e a t  a d v a n t a g e s  of r e q u i r i n g  t h a t  t h e y  be in the 
a r t i c l e s  is t h a t  it p r o v o k e s  the b a s i s  of d i s c u s s i o n .  E v e n  if 
y o u ' r e  g o i n g  d o w n  a c h e c k l i s t ,  do y o u  w a n t  the s h a r e h o l d e r s  to 
h a v e  the r i g h t  to v o t e  on a m e n d m e n t s  to the b y l aws. Y e s  or no. 
If y o u ' r e  a lawyer, the c l i e n t  m a y  ask w e l l ,  gee, w h e t h e r ,  s h o u l d  
w e  or s h o u l d  w e  not. A n d  th e n  i t ' s  the j o b  of the a t t o r n e y  to 
e x p l a i n  the a d v a n t a g e s  a n d  d i s a d v a n t a g e s .  W h e t h e r  w e  a r e  g o i n g  
to h a v e  c u m u l a t i v e  v o t i n g ,  w h e t h e r  t h e r e  a r e  to be p r e e m p t i v e  
r i g h t s  of s h a r e h o l d e r s  a r e  o t her m a t t e r s  w h i c h  m u s t  be se t t l e d .

As s t a t e m e n t  w a s  m a d e  th i s  m o r n i n g ,  well, t h o s e  m a t t e r s  
c o u l d  r i g h t  now be put in an a g r e e m e n t .  W e ll, u n d e r  th i s  b i l l  if 
y o u  e n a c t  it, as a s i d e  l e t t e r  of a g r e e m e n t ,  it w o u l d n ' t  be
e f f e c t i v e .  It w o u l d  h a v e  to be in the a r t i c l e s .  W h y  d i d  w e  w a n t  
t h at? B e c a u s e  w e  w a n t e d  e v e r y b o d y  to f o c u s  on t h a t  q u e s t i o n .  W e  
w a n t e d  to h a v e  a s i n g l e  d o c u m e n t  w h i c h  as a p r o s p e c t i v e
s h a r e h o l d e r  I c o u l d  ask to e x a m i n e  a n d  s e e  w h e r e  t h e s e  b a s i c
d e c i s i o n s  are. T h a t  I c o u l d n ' t  be s u r p r i s e d  if t h e r e  w a s  a 
l e t t e r  of a g r e e m e n t  that h a d  n e v e r  c o m e  to my a t t e n t i o n .  W e
t h o u g h t  th a t  w a s  v e r y  i m p o r t a n t  for p r o t e c t i n g  s h a r e h o l d e r s ,  
e s p e c i a l l y  s h a r e h o l d e r s  w h o  w e r e n ' t  on b o a r d  w h e n  the c o r p o r a t i o n  
w a s  f o r med, but a c q u i r e d  t h e i r  s h a r e s  later.

U E H L I N G :  Then, also, Mr. C h a i r m a n ,  a f o l l o w  u p
q u e s t i o n ,  my last q u e s t i o n .  T h e r e  w a s  a lot of c o m m e n t  this 
m o r n i n g  a n d  t e s t i m o n y  in r e g a r d  t:o c a s e  law a n d  e v i d e n t l y  t here 
w a s  a real c o n c e r n  a b o u t  the a t t o r n e y s  a n d  o t h e r  p e o p l e  w h o
t e s t i f i e d  that by  p u t t i n g  t h i s  c o d e  r e v i s i o n  in t o  e f f e c t  th a t  we  
r e a l l y  w o u l d n ' t  h a v e  a n y  ki n d  of a b a s i s  to w o r k  from. M a y b e  y o u  
c o u l d  c o m m e n t  on that.

F E S S L E R :  W i t h  the e x c e p t i o n  of sec. 488, e v e r y
p r o v i s i o n  in this a c t  is d r a w n  f r o m  the s t a t u t o r y  law of some 
o t h e r  j u r i s d i c t i o n  if it is n o t  a l r e a d y  e x i s t i n g  A l a s k a  law. T h e  
w h o l e  p u r p o s e  of the p r o v i s i o n s  here, w h i c h  a r e  in the c o m m e n t s ,  
is to p o i n t  out to p e o p l e  wiiat a r e  the b a s i c  d e c i s i o n a l  laws th a t  
you w i l l  f i n d  o u t  t h e r e  that h a v e  i n t e r p r e t e d  t h i s  or s i m i l a r
l a n g u a g e .  So t h a t  the c o m m e n t s  a r e  a n  a t t e m p t  to m a r r y  this
s t a t u t e  to a b o d y  of d e c i s i o n a l  law, far f r o m  c o m i n g  i n t o  the 
w o r l d  w i t h  a lav; l i k e  no o t h e r  s t a tes, I r e s p e c t f u l l y  s u g g e s t  
t h a t  t h a t  is not a c c u r a t e .  T h e  o n e  majro: r e f o r m  t h a t  is



c o n d u c t e d  h e r e  is w i t h  r e g a r d  t o  a c c o u n t i n g ,  how y o u  go a b o u t  
d e t e r m i n i n g  w h e n  y o u  c a n  m a k e  d i v i d e n d  d i s t r i b u t i o n s .  T h a t  is 
t h e  l a w  n o w  in the S t a t e  of C a l i f o r n i a .  It is p e n d i n g  in the 
l e g i s l a t u r e s  of n i n e  o t h e r  s t a t e s  a n d  the A m e r i c a n  Bar 
A s s o c i a t i o n ' s  c o m m i t t e e  o n  b u s i n e s s  law, w h i c h  is the o r a t o r  of 
t he c o n t e n t  of the m o d e l  act, h a s  r e c o m m e n d e d  the v e r y  p r o v i s i o n s  
in the b i l l  in f r o n t  of y o u  on the f i n a n c i a l s  of the c o r p o r a t i o n s  
as b e i n g  the n e w  p r o v i s i o n s  of the m o d e l  act. S o  in that one 
o t h e r  a r e a  w h e r e  there- is r e f orm, y o u  a r e  not c h a r t i n g  n e w  
w a t e r s ,  y o u  h a v e  C a l i f o r n i a  b e h i n d  you, y o u  h a v e  a n u m b e r  of 
s t a t e s  a h e a d  of y o u  l i n i n g  up  to g e t  on b o a r d ,  a n d  y o u  h a v e  the 
m o d e l  a c t  now r e c o m m e n d i n g  t h i s  to the l e g i s l a t u r e s  of s e v e r a l  
s t a tes.

U E H L I N G :  ?Tow one o t h e r  f o l l o w  u p  q u e s t i o n  q u i c k l y
h e re. T h e n  t h e r e  w a s  a l s o  t h e  q u e s t i o n  of cost, c o s t  to the 
p e o p l e  t h a t  set up the c o r p o r a t i o n s  a n d  c o s t s  as far as the m o m  
a n d  p o p  t y p e  of c o r p o r a t i o n s ,  as it b e i n g  a v e r y  e x p e n s i v e  type 
of o p e r a t i o n  if w e  c h a n g e  i n t o  th i s  c o d e  system, b e c a u s e  t h e r e  
w o u l d  be h i g h e r  a t t o r n e y  fees, at  l e a s t  I got t h a t  s o r t  of 
f e e l i n g .  M a y b e  y o u  c o u l d  c o m m e n t  v e r y  b r i e f l y  on t h a t  . . .

F E S S L E R :  V e r y  b r i e f l y  1 t h i n k  t h a t  the job of a n y o n e  
s e t t i n g  u p  a c o r p o r a t i o n  u n d e r  t h i s  co d e  is e a s i e r  t h a n  u n d e r  
e x i s t i n g  law b e c a u s e  the d e c i s i o n s  th a t  a r e  to be m a d e  a n d  h o w  
t h e y  are to oe e x p r e s s e d  a n d  w h e n  the c o r p o r a t i o n  c o m e s  into 
e x i s t e n c e  a n d  w h e n  l i m i t e d  l i a b i l i t y  o b t a i n s ,  a r e  all set f o r t h  
h e r e  w i t h  b r i g h t l i n e  r u l e s  so y o u  k n o w  w h a t  y o u ' r e  doing. A l l  
the p r o b l e m s  a d d r e s s e d  by s t a t u t o r y  p r o v i s i o n s  in th i s  bill e x i s t  
in A l a s k a  today. It's j u s t  th a t  w i t h  r e g a r d  to h a l f  of them, you 
h a v e  no w a y  of k n o w i n g  w h a t  y o u ' r e  doing. I d o n ' t  r e g a r d  t h a t  as 
a c o s t l e s s  s t a t e  of a f f a i r s  w h e n  y o u  f o r c e  p e o p l e  to b e h a v e  in a 
w o r l d  w h e r e  t h e y  a r e  s i m p l y  s u r r o u n d e d  by a m b i g u i t y .  T h e y  m a y  
p a y  now, or p a y  d e a r l y  later. So I t h i n k  f r o m  the v a n t a g e  p o i n t  
of costs, I h a v e  h a d  the p r i v i l e g e  in my l i f e  of b e i n g  an
a t t o r n e y  s i n c e  1966, a n d  of i n c u b a t i n g  if t h a t  c a n  be c l aimed, 
i t ' s  f r o m  my p e r s p e c t i v e  a p r i v i l e g e  w h e t h e r  it w o u l d  be the 
u n a n i m o u s  c o n s e n t  in t h i s  room, I do not know, of t h o u s a n d s  of 
o t h e r s ,  b u t  r a r e l y  h a v e  I s e e n  a n y t h i n g  m o r e  c o n d u c i v e  to 
h a n d s o m e  l i v e l i h o o d  t h a n  t h e  a b i l i t y  of a l a w y e r  to c o n j e c t u r e .  
A n d  w e  f u e  t r y i n g  to r e p l a c e  c o n j e c t u r e  w i t h  l e a r n e d  a d v i c e .

C O W D E R Y :  T h a n k  you. Rep. F u r n a c e .

F U R N A C E :  T n a n k  you, Mr. C h a i r m a n .  I've c o m e  to the
c o n c l u s i o n  at l u n c h  t o d a y  th a t  t h e r e ' s  b a s i c a l l y  n o t h i n g  w r o n g  
w i t h  the d o c u m e n t  as p r e s e n t e d .  B u t  I t h i n k  w h a t  w e ' r e  d e a l i n g
w i t h  is s o m e w h a t  of a p h i l o s o p h i c a l  s h i f t  w i t h i n  the S t a t e  of
A l a s k a .  It's no g r e a t  s e c r e t  th a t  A l a s k a  is s t ill a n  e m e r g i n g
e c o n o m y  a n d  w e  go a l i t t l e  s l o w  in so m e  i n s t a n c e s .  A n d  I g u e s s  
the m a i n  q u e s t i o n  is, a r e  w e  r e a d y  for s u c h  a b r o a d  p h i l o s o p h i c a l
j u m p  in a n u m b e r  of areas. T h e  l e g i s l a t i v e  bo d y  in my  o p i n i o n
o f t e n  times, s h o u l d  be in a p o s i t i o n  of r e s p o n d i n g  to c h a n g e s
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t h a t  the v o t e r s  s a i d  w e  n e e d  to a d d r e s s ,  as  o p p o s e d  to h e a p i n g  
u p o n  t h e m  m a s s i v e  c h a n g e s  all a t  o n e  time. A n d  I t h i n k  t h a t ' s  
w h e r e  s o m e  of our i n d e c i s i o n s  a r e  c o m i n g  from. Y o u  s p o k e  in the 
b i l l  of the a t t e m p t  to b a l a n c e  the c o n c e r n s  of the i n t e r a c t i o n  
b e t w e e n  m a n a g e m e n t  a n d  s h a r e h o l d e r s .  I t h i n k  y o u ' v e  d o n e  that. 
Y o u ' v e  s h i f t e d ,  h o w e v e r ,  the b u r d e n  f r o m  the c r e d i t o r  to the 
o f f i c e r s  a n d  d i r e c t o r s  of a c o r p o r a t i o n .  T h a t  in i t s e l f  is n o t  
bad. A  s t a t e m e n t  w a s  m a d e  e a r l i e r  th a t  c r e d i t o r s  are o f t e n  t i m e s  
v e r y  s o p h i s t i c a t e d ,  p a r t i c u l a r l y  in the S t a t e  of A l a ska. T h e y  get 
all k i n d s  of g u a r a n t e e s  a n d  a f f i r m a t i o n  of debt. T h e y  a r e  v e r y  
s e l e c t i v e  as to w h o  t h e y  w i l l  t a k e  on  as  a p o t e n t i a l  c r e d i t o r ,
a n d  w h a t e v e r .  So w e  do d e a l  w i t h  s o m e w h a t  of a v e r y
s o p h i s t i c a t e d  e c o n o m y  in t h a t  r e spect. W h e n  w e  look at sec. 489 
a n d  l o o k  a t  the s e c o n d a r y  l i a b i l i t y  w h i c h ,  indeed, is m o s t  
c o n c e r n e d .  It's b e e n  m y  e x p e r i e n c e  t h a t  p e o p l e  in the S t a t e  of 
A l a s k a  n o r m a l l y  in i n c o r p o r a t i n g  l o o k  to the f a c t  of l i m i t e d  
l i a b i l i t y  w h e t h e r  t h a t ' s  a t r u i s m  or not, I a m  a w a r e  t h a t  y o u  can 
r e a c h  b e y o n d  the c o r p o r a t e  v eil, b u t  it t a k e s  so m e  time, b u t  to 
p a s s  a p i e c e  of l e g i s l a t i o n  t h a t  s o m e w h a t  s h o r t e n s  that, t h a t  put 
in the s t a t u t e  p e r h a p s  a real firm, the f a c t  t h a t  the s e c o n d a r y  
l i a b i l i t y ,  g i v e s  me s o m e  c o n c e r n  there. A n d  I ' m  n o t  s a y ing, I 
d o n ' t  t h i n k  w hat, s i m p l y  do a w a y  w i t h  it, b u t  it ' s  an  i t e m  th a t  
w e  m a y  n o t  be r e a d y  as a c o m m u n i t y  a t  t h i s  po i n t .

O n e  of the o t h e r  s w e e p i n g  c h a n g e s  h a s  to do w i t h  the 
s e r v i n g  of p r o c e s s .  A n d  s u r e l y  in the S t a t e  of A l a s k a  we  h a v e  a 
n u m b e r  of p e r s o n s  w h o  a r e  s u e d  daily, u n d e r  the p r e s e n t  a c t  as I 
r e c all, a p r o c e s s  s e r v e r  m u s t  d e l i v e r  the p r o c e s s  to the a d d r e s s  
of the r e g i s t e r e d  age n t .  U n d e r  the n e w  bill, if he c a n ' t  f i n d  
t h a t  a d d r e s s  or c a n ' t  f i n d  th a t  p e r son, he  can s i m p l y  d e l i v e r  the 
p r o c e s s  to the c o m m i s s i o n e r .  A n d  I w o u l d  a s s u m e  the c o m m i s s i o n  
in t h i s  i n s t a n c e  as b e i n g  the c o m m i s s i o n e r  of c o m m e r c e .  T h a t  the 
c o m m i s s i o n e r  s o m e w h a t  a c t s  on b e h a l f  of the c o r p o r a t i o n .  W ell, 
i n d e e d  t h a t  is a s w e e p i n g  c h a n g e  of t a k i n g  the r e s p o n s i b i l i t y  
f r o m  the c o r p o r a t i o n ,  y o u  are p u t t i n g  it back in as  a s t a t e  
f u n c t i o n  a n d  I q u e s t i o n  if we o u g h t  to do that. I m e a n  g r a n t e d  
w e  can a m e n d  that o u t  of the bill. T h e  o t h e r  q u e s t i o n  t h a t  I 
a s k e d  e a r l i e r  in the d e l i b e r a t i o n ,  w a s  it bro k e ,  a n d  if i t ' s  not 
b r o k e  w h y  fix it. W ell, I t h i n k  w e ' v e  h e a r d  h e r e  f r o m  so m e
p e o p l e  I r e s p e c t  a g r e a t  deal, p r i n c i p a l l y  Mr. B r u n d i n  a n d  Mr. 
R e i t m a n  t h a t  I kn o w  to be w e l l  r e s p e c t e d  a t t o r n e y s  in this
c o m m u n i t y ,  a n d  they say b a s i c a l l y  it's n o t  broke. T h e r e  a r e  so m e  
g o o d  s e c t i o n s  in t h i s  b i l l  that w e  o u g h t  to p e r h a p s  e n d o r s e  a n d  
s u p p o r t  at this point, but t h e r e  d o e s n ' t  a p p e a r  to be a n e e d  to 
do a s w e e p i n g  o v e r h a u l  of our c o r p o r a t e  c o d e  at  th i s  time, a n d  it 
a p p e a r s  t h a t  w h a t  th i s  c o m m i t t e e  is f a c e d  w i t h  is g o i n g  t h r o u g h  
a n d  t r y i n g  to d e t e r m i n e  w h a t  can w e  d i g e s t  at  this e a r l y  stage, 
w h a t  s h o u l d  be p h a s e d  in ov e r  time, a n d  t h e n  w e  do t h a t  in 
c o n c e r t  w i t h  the p e o p l e  that w e  r e p r e s e n t .  T h a t ' s  the p e o p l e  w h o  
h a v e  t e s t i f i e d  a n d  the p e o p l e ,  the s m a l l  b u s i n e s s  g u y  t h a t ' s  
s i t t i n g  the/e. A lot of the r e a l t o r s  a r e  h e r e  today, a n d  I w o u l d  
r e c o m m e n d  t h a t  th e y  r e a d  th i s  bill, b e c a u s e  a lot of t h i n g s  th a t  
t h e y  do in a v e r y  n e w  a r e a  of real e s t a t e  d e v e l o p m e n t  c o u l d



c e r t a i n l y  b e  a f f e c t e d  by t h i s  a g r e a t  d e a l .  T h e y  n e e d  to know. 
A n d  I g u e s s  I'm c o n c e r n e d  t o o  t h a t  w e ' v e  c o v e r e d  the a c c o u n t a n t s ,  
w e ' v e  c o v e r e d  the a t t o r n e y s ,  w e ' v e  c o v e r e d  s o m e  o t h e r  p e r s o n s ,  
b u t  t h e  m a i n  p e r s o n s  t h a t  w i l l  be a f f e c t e d  b y  this, is the 
l i t t l e ,  s m a l l  b u s i n e s s  guy. W e  h a v e  n o t  s e e m e d  t o  be a b l e  to 
r e a c h  o u t  a n d  m a k e  th a t  p e r s o n  a w a r e  t h a t  w e  a r e  d o i n g  s o m e t h i n g  
h e r e  t h a t  c a n  h a v e  a m a j o r  i m p a c t  o n  t h e  w a y  t h e y  c o n d u c t  t h e i r  
b u s i n e s s .  I ' m  n o t  s a y i n g  t h a t ' s  r i g h t  a n d  I ' m  n o t  s a y i n g  t h a t ' s  
w r o n g .  But it w i l l  a f f e c t  t h e m  a n d  w e  h a v e  n o t  b e e n  to date, to 
m y  s a t i s f a c t i o n  . . . c o m m i t t e e ' s  s a t i s f a c t i o n ,  b e e n  a b l e  to r e a c h  
o u t  a n d  a d v i s e  t h e s e  p e o p l e  s o m e t h i n g  is h a p p e n i n g  t h a t  w i l l  
a f f e c t  y o u  a n d  y o u  o u g h t  to be i n v o l v e d  in it.

V O I C E :  Mr. C h a i r m a n ,  I t h i n k  t h a t  s u m m a r i z e s  my
c o n c e r n .  T h a n k  you.

C O W D E R Y :  Re p .  W e n d t e .

W E N D T E :  I w a s  v e r y  i n t e r e s t e d  i n  y o u r  r e v i e w  of the
e x t e n t  to w h i c h  y o u  h a v e  e x p o s e d  the b a r  a s s o c i a t i o n  to t h i s  bill
b o t h  as it w a s  b e i n g  f o r m e d  a n d  t h e n  a f t e r  it w a s  p u t  t o g e t h e r .  
I g u e s s  g i v e n  t h a t  b a c k g r o u n d  it ' s  n o t  s u r p r i s i n g  w e  o n l y  h a v e  
o n e  or two of t h o s e  w h o  o b j e c t  to t h i s  a t  h o w  i t ' s  put t o g e t h e r  
a n d  w h a t  y o u r  v i e w s  w e r e  b o t h e r e d  to c o m e  b a c k  to l i s t e n  to y o u r  
t e s t i m o n y .  I w o u l d  n o t e  t h o u g h  t h a t  1 0 0 %  of the n o n a t t o r n e y s  did 
c o m e  b a c k  to l i s t e n ,  a l t h o u g h  h e  j u s t  left, to h e a r  y o u r  
p r e s e n t a t i o n .  T h e  q u e s t i o n  I w o u l d  ask, is c o u l d  y o u  i d e n t i f y  by 
l e t t e r  I g u e s s  if t h e r e  a r e  e x t e n s i v e ,  if n o t  y o u  c o u l d  r e s p n d  
now, the e x t e n t  of the s e c t i o n s  of t h i s  b i l l  t h a t  do n o t  m a t c h
the m o d e l  a c t  a s i d e  f r o m  488.

F E S S L E R :  Yes, sir, if y o u ' l l  t a k e  t h i s  c o m m e n t a r y  . . . 
the w a y  it w o r k s  is th a t  w i t h  r e g a r d  to e a c h  s e c t i o n  in the bi l l  
y o u  h a v e  a s t a t e m e n t  u n d e r  the s c o p e  n o t e  of e x a c t l y  w h a t  it is 
to the b e s t  of my  a b i l i t y  to e x p r e s s  it t h a t  the bi l l  do. A n d  to 
the e x t e n t  that it m u s t  i n t e r r e l a t e  w i t h  c o m m o n  law d e v e l o p m e n t s ,  
t h a t  is d o n e  there. T h e n  y o u  h a v e  a p r o v i s i o n  on e v e r y  s e c t i o n  
on  e v e r y  s e c t i o n  w h i c h  sa y s  c h a n g e  in f o r m e r  A l a s k a  law. T h e r e  
y o u  w i l l  f i n d  the p r o v i s i o n s  of A l a s k a  l a w  i d e n t i f i e d  t h a t  are 
a f f e c t e d .  Y o u  a r e  u o l d  t h e  o r i g i n  of t h i s  d r a f t ' s  thing. Y o u ' l l  
be t o l d  th a t  it ' s  sec. 47 of the m o d e l  act, or y o u  w i l l  be t o l d
t h a t  i t ' s  sec. X of the N o r t h  C a r o l i n a  law, or the N e w  Yo r k
law. A n d  t h e n  y o u  w i l l  be t o l d  ^s b e s t  as I a m  a b l e  to do it, if
t h e r e  is e x i s t i n g  s t a t u t o r y  law .!n A l a s k a ,  a n d  w e  d i d n ' t  s i m p l y  
r e e n a c t  it, e x a c t l y  w h a t  c h a n g e s  wot 'J! be m a d e .  So  y o u  w i l l  be 
a b l e  to go t h r o u g h  h e r e  a n d  i d e n t i f y  the s o u r c e  of e v e r y  
p r o v i s i o n  in this act. N o w  y o u  wii: f i n d  the m o d e l  a c t  is h e r e  
w h e n  y o u  g e t  to the a r e a  on the " f i n a n c i a l s " ,  A r t i c l e  5 of the 
act. You w i l l  f i n d  t h a t  it is h e a v i l y  r e l i a n t  on C a l i f o r n i a
law. A s  I ju s t  r e p r e s e n t e d  to y o u  t h a t  v i e w  h a s  n o w  t a k e n  h o l d  
w i t h  the m o d e l  act, a n d  the r e v i s e u  m o d e l  a c t  is n o w  in 
c o n g r u e n c e  w i t h  th a t  p r o v i s i o n .  It w a s  n o t  w h e n  th i s  w a s  
w r i t t e n .
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T h e  o t h e r  p r o v i s i o n s  y o u  w i l l  f i n d  is t h a t  if y o u  lo o k  
at t h e  m o d e l  a c t  as it c a m e  o u t  o r i g i n a l l y  a n d  as it n o w  e x i s t s ,  
it h a s  n o  o r g a n i z a t i o n  w h a t s o e v e r .  T h i s  act o r g a n i z e s  the 
s t a t u t o r y  l a w  in a m a n n e r  w h i c h  is t a k e n  f r o m  N e w  Y o r k ' s  act, so 
it d i f f e r s  f r o m  the m o d e l  act in its o r g a n i z a t i o n a l  f o r m a t .  But 
I t h i n k  a l l  for the b e t t e r ,  for the e x i s t i n g  A l a s k a  C o r p o r a t i o n s  
C o d e  w o u l d  be the A n c h o r a g e  t e l e p h o n e  d i r e c t o r y  n o n a l p a b e t i z e d .  
A n d  at l e a s t  it h a s  b e e n  set up  in an  a l p h a b e t i c a l  m a n n e r  for y o u  
now.

V O I C E :  C a n  I g a t h e r  f r o m  t h a t  then, that e v e r y  s e c t i o n  
w i t h  the e x c e p t i o n  of 488 . . .

F E S S L E R :  H a s  s t a t u t o r y  p r e c e d e n c e .

V O I C E :  W ell, is a p a r t  of the m o d e l  act.

F E S S L E R :  No, no, sir. A s  I say, t h e r e  a r e  p r o v i s i o n s  
in t h i s  a c t  w h i c h  w o u l d ,  for insta n c e ,  co m e  f r o m  N e w  Y o r k  or 
C a l i f o r n i a  t h a t  m i g h t  n o t  h a v e  e x a c t  m o d e l  act c o r o l l a r i e s .  The
m o d e l  a c t  i t s e l f  is not a v e r y  c o m p r e h e n s i v e  s t a t u t o r y  b a s i s  for
c o r p o r a t e  law, a n d  the r e a s o n  t h a t  the d r a f t e r s  of the m o d e l  act 
did t h a t  [TAPE CHANGE] . . . A n d  th e n  the l e g i s l a t u r e  h a v i n g
t a k e n  the m o d e l  act is i n v i t e d  to f l u s h  it out as it t h i n k s  b e s t
for the p a r t i c u l a r  j u r i s d i c t i o n .  T h e  s t a t e m e n t  I did m a k e ,  a n d  I 
w i l l  r e i t e r a t e ,  is t h a t  the m o d e l  act a n d  m o r e  is h ere. T h e r e  
a r e  p r o v i s i o n s  h e r e  th a t  go b e y o n d  the m o d e l  act. B u t  I w i l l  
a l s o  te l l  y o u  t h a t  t h a t  w o u l d  iOt s u r p r i s e  the d r a f t e r s  of the 
m o d e l  act. I l l i n o i s ,  w h i c h  is the s t a t e  u p o n  w h o s e  l a w  the m o d e l  
a c t  w a s  o r i g i n a l l y  a d o p t e d ,  has g o n e  s u b s t a n t i a l l y  b e y o n d  the 
m o d e l  a c t  in f l u s h i n g  it o u t  in t h a t  state.

V O I C E :  T h e  i d e n t i f i c a t i o n  of t h o s e  s e c t i o n s  is in your
m e m o  . . .

F E S S L E R :  Is in y o u r  J o i n t  H o u s e / S e n a t e  J o u r n a l ,  you
w i l l  f i n d  it u n der the so c a l l e d  c h a n g e  in f o r m e r  A l a s k a  law. 
T h e  f i r s t  t h i n g  it t e l l s  y o u  is w h e r e  it ca m e  from, t h e  s e c o n d  
t h i n g  it t e l l s  y o u  is w h a t  the s t a t u s  of e x i s t i n g  A l a s k a  l a w  is, 
a n d  the t h i r d  t h i n g  is it t r i e s  to i n t e r p r e t  the m e a n i n g  of that 
c h a n g e ,  if a n y  c h a n g e  t h e r e  is.

C O W D E R Y :  Rep. M a l o n e .

M A L O N E :  T h a n k  you, Mr. C h a i r m a n .  Q u e s t i o n  for Mr.
F e s s l e r .  F i r s t  I w a n t  to see if I u n d e r s t a n d  the e x p l a n a t i o n  you
m a d e  d u r i n g  y o u r  o r i g i n a l  t e s t i m o n y  on how A l a s k a  ca s e  law is 
a f f e c t e d  b y  th i s  n e w  r e v i s e d  v e r s i o n .  As I u n d e r s t o o d  the
a r g u m e n t ,  the g i s t  of it w a s  t h a t  w e  h a v e  so l i t t l e  c a s e  law in
A l a s k a  t h a t  th i s  l e g i s l a t i o n  in yo u r  o p i n i o n  b e i n g  clear, a n d  the 
c o m m e n t a r y  w h i c h  f u r t h e r  d e f i n e s  it, w i l l  g i v e  p e o p l e  a be t t e r  
b a s i s  for i n t e r p r e t a t i o n  th a n  our p r e s e n t  c a s e  law a n d  m u c h
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s o o n e r  t h a n  a n y  c a s e  l a w  w o u l d  o r d i n a r i l y  be d e v e l o p e d .  Is th a t  
r i g h t ?

F E S S L E R :  T h a t  is m y  b e l i e f ,  sir.

M A L O N E :  The s e c o n d  q u e s t i o n  I h a d  w a s  t h a t  d u r i n g  y o u r  
t e s t i m o n y  y o u  m e n t i o n e d  y o u  f o u n d  two c a s e s  w h i c h  I t h i n k  h a d  
s o m e t h i n g  to do w i t h  t r y i n g  to . . .

F E S S L E R :  P i e r c e  the c o r p o r a t e  veil.

M A L O N E :  Yes, g e t  p a s t  the l i m i t a t i o n  of c o r p o r a t e
l i a b i l i t y .  If t h o s e  w e r e  c a s e s  in A l a s k a ,  w e r e  t h e y  s u c c e s s f u l  
or . . .

F E S S L E R :  T h e y  a r e  A l a s k a  cases. O n e  w a s  a n d  o n e
w a s n ' t .  T h o s e  c a s e s  a r e  i d e n t i f i e d ,  Rep. M a l o n e ,  in the 
d i s c u s s i o n  of sec. 488. A n d  so y o u  w i l l  f i n d  t h a t  d i s c u s s i o n  
c o m m e n c i n g  a t  p a g e  140 a n d  c a r r y i n g  ov e r  to p a g e  143 in w h i c h  the 
A l a s k a  c a s e s  as w e l l  as s o m e  c a s e s  f r o m  o t h e r  s t a t e s  of i n t e r e s t  
w o u l d  be found.

V O I C E :  A  f i n a l  point, i s n ' t  a q u e s t i o n ,  but s i n c e  w e  
h a v e  n o t  h a d  a n y  e x t e n s i v e  h e a r i n g s  on  this, at l e a s t  in the
J u d i c i a r y  C o m m i t t e e  yet, a n d  s i n c e  t h i s  r e q u e s t  m a d e  by a g r o u p  
of a t t o r n e y s  in A l a s k a ,  I p e r s o n a l l y  w o u l d  a p p r e c i a t e  v e r y  m u ch, 
e v e n  if it is at a l a t e  date, if Mr. F e s s l e r  a n d  t h e  code
r e v i s i o n  c o m m i s s i o n  w o u l d  w o r k  w i t h  the a d  h o c  g r o u p  of the
A l a s k a  B a r  A s s o c i a t i o n  on it. B e c a u s e  I d o n ' t  p r e t e n d  to be an 
e x p e r t  a n d  I w o u l d  g u e s s  th a t  e v e n  t h o u g h  I m i g h t  a g r e e  or 
d i s a g r e e  w i t h  v a r i o u s  i n t e r p r e t a t i o n s  or p r o p o s a l s ,  I'll be in a 
lot b e t t e r  p o s i t i o n  if t h e r e  a r e  j u d g m e n t s  on the issues.

C O W D E R Y :  I w o u l d  hope, too, a n d  i t ' s  my i n t e n t  that, or 
i n t e r p r e t a t i o n  of w h a t  w a s  s a i d  th i s  m o r n i n g ,  it's the i n t e n t  of 
the ad  h o c  g r o u p  or the o t h e r  p e o p l e  t h a t  t e s t i f i e d  th i s  m o r n i n g ,  
to w o r k  t o g e t h e r  to co m e  up w i t h  s o m e  b a l a n c e  of a g r e e m e n t .  A n d  
so w h e n  it c o m e s  back or b e f o r e  we w o r k  o n  it a g a i n  in this
c o m m i t t e e ,  that as it l e a v e s  our c o m m i t t e e ,  h o p e f u l l y ,  w e ' l l  h a v e  
s o m e  a g r e e m e n t  t h a t  w i l l  go on to the ne x t  c o m m i t t e e  of r e f e r r a l  
for a c t i o n  h o p e f u l l y .

F E S S L E R :  A s  I i n d i c a t e d ,  it w o u l d  be m y  p l e a s u r e  to 
w o r k  w i t h  the g e n t l e m e n  a n d  o t h e r  i n t e r e s t e d  A l a s k a n s ,  
p a r t i c u l a r l y  my o f f i c e  w i l l  s u p p l y  all of the b a c k g r o u n d  
m e m o r a n d a  a n d  s t u d i e s  t h a t  w e r e  do n e  o v e r  a p e r i o d  of time so 
t h a t  . . . the s t a t e m e n t  w a s  m a d e  this m o r n i n g  by Mr. B l o c k  th a t  
t h e r e  w a s  no d e s i r e  to r e i n v e n t  the w h e e l .  I can sa v e  t h e m  the 
t r o u b l e  of r e c o n s t r u c t i n g  the s o c i e t y  th a t  r e i n v e n t e d  t h e  wh e e l .  
W e  can a n d  w i l l  g i v e  t h e m  all of that i n f o r m a t i o n .

O n e  f inal p o i n t  that a d d r e s s e d  a c o n c e r n  t h a t  Rep. 
B u s s e l l  r a i s e d  r e p e a t e d l y  th i s  m o r n i n g .  T h e  i s s u e  of costs. The
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A l a s k a  F e d e r a t i o n  of N a t i v e s  a p p o i n t e d  a s u b c o m m i t t e e  to r e v i e w  
th i s  bill, a n d  t h e y  d i d  it ov e r  an  e x t e n d e d  p e r i o d  of time. O n e  
of theii i n t e r e s t i n g  c o n c l u s i o n s  w a s  t h e y  f e l t  it w o u l d  sa v e  
h u n d r e d s  of t h o u s a n d s  of d o l l a r s  in l e g a l  costs, b e c a u s e  t h e y  n o w  
w o u l d  be a b l e  to a s c e r t a i n  f r o m  a s t a t u t e  t h a t  o r i g i n a t e d  w i t h  
the A l a s k a  l e g i s l a t u r e ,  r a t h e r  t h a n  f r o m  o p i n i o n s  t h a t  are, as 
t h e y  put it, f r e q u e n t l y  e x p e n s i v e  g u e s s t i m a t e s ,  n o t  i n f r e q u e n t l y  
c o m i n g  f r o m  W a s h i n g t o n ,  D.C. l a w  fi r m s ,  of w h a t  the s t a t e  of l a w  
w o u l d  be on m a n y  a r e a s  of g r e a t  c o n c e r n  to them. A n d  t h i s  b i l l  
h a s  no m o r e  a r d e n t  s u p p o r t e r s  t h a n  the A F N  a t  the p r e s e n t  time, 
b e c a u s e  t h e y  r e c o g n i z e  t h a t  h a v i n g  h a d  C o n g r e s s  d e c i d e  for t h e m  
t h e y  s h o u l d  be c o r p o r a t i o n s ,  t h e y  h a v e  run a l e n g t h  e x p e r i m e n t  in 
e x a c t l y  w h a t  it ' s  l i k e  to t r y  a n d  l i v e  u n d e r  e x i s t i n g  s t a t u t o r y  
a n d  c o m m o n  l a w  in the S t a t e  of A l a s k a  in t h e  c o r p o r a t e  field. 
A n d  t h e y  fe e l  t h a t  th e y  w i l l  sa v e  time, n o t  o n l y  in l i t i g a t i o n ,  
w h i c h  t h e y  w i l l  n o t  go t h r o u g h ,  but on p a y i n g  l a w y e r s .  A n d  tho 
o n e  t h i n g  t h a t  did c o m e  out of e v e r y t h i n g  t h i s  m o r n i n g ,  is y o u  
h a v e  an e x t r e m e l y  a l t r u i s t i c  bar, n e v e r  h a v e  I h e a r d  a t t o r n e y s  be 
so d i s d a i n f u l  of f u t u r e  b u s i n e s s .  W e ll, t h e r e  w i s h  w i l l  be 
s a t i s f i e d  if the A F N  is c o r r e c t  in its a s s e s s m e n t  of w h a t  w o u l d  
h a p p e n  s h o u l d  th i s  b i l l  be e n acted.

C O W D E R Y :  T h a n k  you. W e  h a v e  p e o p l e  on our ne x t
c o m m i t t e e  t h a t  h a v e  p l a n e s  to c a t c h  a n d  w e ' r e  r u n n i n g  over so
I'll, w i t h  th i s  c o m m e n t  I h o p e  y o u ' l l  k e e p  it short.

W E N D T E :  It is a c o m m e n t ,  b u t  I p e r s o n a l l y  h a v e  a
p r o b l e m  w i t h  the s e c o n d  h a n d  e x p r e s s i o n  of r e p o r t e r s ,  I w o u l d  
r e q u e s t  the c h a i r m a n  to s p e c i f i c a l l y  i n v i t e  the AFN, if t h e y  h a d  
n o t  e x p r e s s e d  t heir o p i n i o n .

F E S S L E R :  T h e y  w e r e  at the h e a r i n g ,  I a m  r e i t e r a t i n g
t h e i r  t e s t i m o n y  a t  the h e a r i n g  t h a t  to o k  p l a c e  in J u n e a u ,  Rep. 
W e n d t e ,  w h i c h  s u p p o r t s  . . .

C O W D E R Y :  L i k e  I said, th i s  w a s  the f i r s t  r e a l l y  h e a r i n g  
th a t  w e ' v e  h a d  on the b i l l  in the H o u s e ,  but w e  j o i n e d  w i t h  the 
h e a r i n g  of the S e n a t e ,  but a n y w a y  w e  a p p r e c i a t e  your com m e n t .

F E S S L E R :  I t h a n k  y o u  v e r y  m u c h .

C O W D E R Y :  I t ' s  the intent, I ' m  g o i n g  to r e c e s s  for a b o u t  
5 m i n u t e s  so w e  can get s o m e  of t h i s  s t u f f  c l e a n e d  off, a n d  we 
a p p r e c i a t e  e v e r y b o d y  c o m i n g  in a n d  b e i n g  p a t i e n t  w i t h  us. A n d  
w e ' l l  get ba c k  to the c o n f i r m a t i o n .  T h a n k  you.

- 75 -



S E N A T E  L A B O R  &  C O M M E R C E  
S T A N D I N G  C O M M I T T E E  

M a y  17, 1983 
3 : 0 0  p.m.

f e n a t o r  P ? ; R o d e y

! m a t o r  D i c k  E l i a s o n ,  C h a i r m a n  
S e n a t o r  B o b  M u l c a h y  
S e n a t o r  D o n  B e n n e t t  
S e n a t o r  J o h n  S a c k e t t

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

A m e n d e d  Ti t l e :  A n  A c t  r e v i s i n g  the
c o r p o r a t i o n s  code; a n d  p r o v i d i n g  for 
an  e f f e c t i v e  date.

W I T N E S S  R E G I S T E R

P r o f e s s o r  D a n  F e s s l e r ,  C o n s u l t a n t  
C o d e  R e v i s i o n  C o m m i s s i o n  
U n i v e r s i t y  o f  C a l i f o r n i a ,  Davis, CA 
P h o n e  n o t  p r o v i d e d
P o s i t i o n  S t a t e m e n t :  O u t l i n e d  C o r p o r a t e  C o d e  R e v i s i o n .

H e n r y  L a n c a s t e r ,  A i d e  
S e n a t o r  J o s e p h s o n ' s  O f f i c e  
P o u c h  V, J u n e a u ,  A K  9 9 8 1 1  
4 6 5 - 3 7 8 7
P o s i t i o n  S t a t e m e n t :  A s k e d  f o r  p o i n t s  of  c l a r i f i c a t i o n .

J e f f  Be r r y ,  A i d e
H o u s e  L a b o r  &  C o m m e r c e  C o m m i t t e e  
P o u c h  V, Juneiiu, A K  9 9 8 1 1  
4 6 5 - 3 8 9 2
P o s i t i o n  S t a t e m e n t :  A s k e d  f o r  p o i n t s  o f  c l a r i f i c a t i o n .

J o h n  A b b o t t ,  C h a i r m a n
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n
A d d r e s s  a n d  p h o n e  n o t  p r o v i d e d
P o s i t i o n  S t a t e m e n t :  A n s w e r e d  q u e s t i o n s  f r o m  t h e  c o m m i t t e e .

W i l l i s  K i r k p a t r i c k ,  D i r e c t o r
D i v i s i o n  o f  Ba n k i n g ,  S e c u r i t i e s  ar.d C o r p o r a t i o n s  
D e p a r t m e n t  of  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  
P o u c h  D, J u n e a u ,  A K  99811 
4 6 5 - 2 5 2 1
P o s i t i o n  S t a t e m e n t :  S t a t e d  c o n c e r n  r e g a r d i n g  the m e t h o d  of

k e e p i n g  the rec o r d s .

P R E V I O U S  A C T I O N

M e m b e r s  P r e s e n t  

M e m b e r s  A b s e n t :

SB 246

SB  2 4 6 - - T h e r e  is no p r e v i o u s  a c t i o n  to r e p o r t  on
t h i s  bill.



A C T I O N  N A R R A T I V E

T h e  m e e t i n g  o f  the S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e  
w a s  c a l l e d  to o r d e r  a t  3: 0 0  p . m., w i t h  S e n a t o r  R o d e y  pre s e n t .  
S e n a t o r s  E l i a s o n  Chair, M u l c a h y ,  B e n n e t t  a n d  S a c k e t t  w e r e  absent. 
T h i s  m e e t i n g  w a s  c a l l e d  for t h e  p u r p o s e  o f  r e c e i v i n g  p u b l i c  t e s t i­
m o n y  o n  SB 246. T h e  f o l l o w i n g  is a v e r b a t i m  t r a n s c r i p t  o f  the 
p r o c e e d i n g s  f r o m  a c a s s e t t e  t a p e  o f  t h e  r e e l - t o - r e e l  tape of 
t h e  m e e t i n g .

S E N A T O R  RO D E Y :  . . . T h i s  is a s u b c o m m i t t e e  m e e t i n g  of t b s  L a b o r
&  C o m m e r c e  C o m m i t t e e .  T h e  t a s k  is to r e v i e w  t h e  C o d e  C o m m i s s i o n 's 
w o r k  o n  t h e  c o r p o r a t i o n ' s  s t a t u t e .  W e  h a v e  w i t h  us t o d a y  the 
C h a i r m a n  o f  the C o d e  R e v i s i o n  C o m m i s s i o n ,  Mr. J o h n  A b b o t t ,  a t t o r n e y  
f r o m  A n c h o r a g e .  W i t h  us also is P r o f e s s o r  D a n i e l  F e s s l e r ,  w h o  is 
t h e  a u t h o r  of  t h e  c o r p o r a t i o n s  code, r.iiong w i t h  the C o d e  C o m m i s­
sion. J o hn, d i d  y o u  h a v e  a n y  q u e s t i o n s ,  o r  r a t h e r  a n y  c o m m e n t s ,  
y o u ' d  l i k e  to m a k e ?  P e r h a p s  the b e s t  t h i n g  y o u  c a n  do is . . . 
w o u l d  b e  to g i v e  e v e r y b o d y  here, w e  h a v e  m o s t l y  s t a f f  p e o p l e  a n d  
p e o p l e  f r o m  the a d m i n i s t x a t i o n  h e r e  w i t h  us  t o d a y  wh o ,  th e y  a r e  the 
o n e s  t h a t  do t h e  r e a l  w o r k .  And, o f  c o u r s e ,  t h e  l e g i s l a t u r e  . . . 
this is a c o m p l i c a t e d  m a t t e r ,  t h e  l e g i s l a t u r e  r e a l l y  has to take 
t h e  o p i n i o n  oi: t h c ~ e  p e o p l e  w h o  h a v e  the t i m e  a n d  e x p e r t i s e  to 
w o r k  o n  it.

J O H N  A B B O T T :  T h a n k  you. S e n a t o r  R o d e y .  J u s t  a f e w  p r e l i m i n a r y
c o m m e n t s  b e f o r e  I t u r n  it o v e r  to P r o f e s s o r  F e s s l e r .  T h e  c o r p o r a­
tions c o d e  has b e e n  u n d e r  a d v i s e m e n t ,  so to sp e a k ,  f o r  a b o u t  f o u r  
y e a r s  now. It h a s  u n d e r g o n e  a n u m b e r  of  r e v i s i o n s ,  a lot o f  t h o u g h t  
a n d  a lot o f  m a n  h o u r s .  It is a t e c h n i c a l  b ill. It is the f i r s t  
ti m e  t h a t  the A l a s k a  C o r p o r a t i o n s  C o d e  w i l l  h a v e  b e e n  s u b s t a n t i a l l y  
r e v i s e d  s i n c e  its a d o p t i o n  in 1962, a t  w h i c h  t i m e  it w a s  p r o b a b l y  
n o t  a v e r y  g o o d  code. A n d  w h a t  t h e  C o d e  C o m m i s s i o n  h a s  t r i e d  to 
d o  is to i m p r o v e  it, b r i n g  it to m o d e r n  s t a t u s  as a c o r p o r a t i o n  
c o d e  g o v e r n i n g  the a c t i v i t i e s  of p e o p l e  t h a t  h a v e  a c q u i r e d  a s l a t e  
c n a r t e r  a n d  to fi l l  in a n u m b e r  o f  v o i d s  in a r e a s  w h i c h  the L e g i s­
l a t u r e  h a s  n o t  s p o k e n  to a n d  w h i c h  n e e d  to be  s p o k e n  to s i n c e  a 
c o r p o r a t e  c h a r t e r  is, in e f f ect, a set o f  d i r e c t i o n s  to a n y o n e  
w i s h i n g  to i n c o r p o r a t e  as to h o w  t h e y  a r e  to a c t  as a c o r p o r a t i o n  
in  t h e  l e g a l  d i c t i o n .  T h a t  is b a s i c a l l y  what- the C o d e  C o m m i s s i o n  
h a s  d o n e  a n d  w i t h o u t  f u r t h e r  ado, I ' l l  t u r n  it o v e r  to P r o f e s s o r  
F e s s l e r .  H e ' l l  g i v e  y o u  a r u n  d o w n  o n  t e c h n i c a l  a s p e c t s  of the 
code.

PROFESSUiv F E S S L E R :  A n d  if it w o u l d  b e  h e l p f u l ,  S e n a t o r ,  a n y t i m e
e i t h e r ,  p a r t i c u l a r l y  y o u  or a n y  m e m b e r s  of the La f f  th a t  a r c  h e r e  
h a v e  q u e s t i o n s ,  p l e a s e  fe e l  f r e e  to i n t e r r u p t  me. I s h o u l d  f i r s t  
b e g i n  b y  i d e n t i f y i n g  m y s e l f .  I a m  f r o m  the U n i v e r s i t y  of C a l i f o r­
n i a  a t  Davis. I a m  h e r e  in the c a p a c i t y  as a c o n s u l t a n t  to the 
C o d e  R e v i s i o n  C o m m i s s i o n .  I w a s  f i r s t  r e t a i n e d  in the fall of 
1979 a n d  a s k e d  to r e v i e w  the c o n t e n t  o f  A l a s k a  s t a t u t o r y  l a w  o n  
f o r  p r o f i t  c o r p o r a t i o n s ,  w i t h  a v i e w  t o w a r d  a d v i s i n g  the c o m m i s­
si o n  as to w h e t h e r  o r  n o t  I t h o u g h t  t h a t  a n y  k i n d  o f  b a s i c  r e f o r m
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P R O F E S S O R  F E S S L E R  (cont ' d ) :  w a s  n e c e s s a r y .  I c o n c l u d e d  that it
wa s ,  a n d  I c a n  b r i e f l y  h i g h l i g h t  f o r  y o u  w h a t  m y  t h o u g h t s  were. 
W h e n  A l a s k a  b e c a m e  a state, the l e g i s l a t u r e  a d o p t e d  w i t h  v i r t u a l l y  
n o  m o d i f i c a t i o n  o f  w h a t  w a s  t h e n  t h e  c u r r e n t  c o r p o r a t i o n  law of 
t h e  S t a t e  o f  O r e g o n .  T h e  O r e g o n  l a w  in t u r n  w a s  a 1 9 5 4  v e r s i o n  
o f  the m o d e l  act. N o w  s u b s e q u e n t  to A l a s k a ' s  a d o p t i o n  of the 
O r e g o n  act, t h e r e  h a v e  b e e n  s i g n i f i c a n t  c h a n g e  b o t h  i n  the r e c o m­
m e n d e d  c o n t e n t  o f  the law. T h e  m o d e l  act, I s h o u l d  p o i n t  out 
p a r e n t h e t i c a l l y ,  is a n  a c t  w h i c h  is r e c o m m e n d e d  to t h e  l e g i s l a­
t u r e s  o f  t h e  s e v e r a l  s t a t e s  b y  a c o m m i t t e e  o f  the A m e r i c a n  B a r  
A s s o c i a t i o n .  O f  n e c e s s i t y ,  it is a v e r y  g e n e r a l  act. It p e r t a i n s  
to t h e  c o n d i t i o n s  a n d  e x p e r i e n c e  o f  n o  s i n g l e  j u r i s d i c t i o n  a n d  
o v e r  t h e  y e a r s  i t  h a s  b e c o m e  the b a s i c  act in  n u m e r o u s  s m a l l e r  
s t a t e s .  It h a s  n e v e r  b e e n  s u c c e s s f u l  in h a v i n g  m u c h  o f  an i m p a c t  
o n  t h e  l a w  o f  t h o s e  s t a t e s  w h e r e  a n y  l e g i s l a t u r e  sat d o w n  a n d  
d e c i d e d  to c r a f t  t h e i r  o w n  c o r p o r a t i o n ' s  law. T h e  D e l a w a r e ,  N e w  
Y o r k  a n d  C a l i f o r n i a  laws, w h i c h  a r e  t h e  t h r e e  m a j o r  a p p r o a c h e s  
to t h e  o r g a n i z a t i o n  a n d  d i s c i p l i n e  o f  c o r p o r a t e  a c t i v i t y  in the 
U n i t e d  S t a t e s ,  a n d  h a v e  r e f l e c t e d  v e r y  l i t t l e  i n f l u e n c e  o n  the 
m o d e l  act. W e  h a v e  a d o p t e d  the m o d e l  act. N o w  t h e  m o d e l  act that 
w a s  a d o p t e d  i n  O r e g o n  in 1 9 5 4  w a s  o b v i o u s l y  n o t  a d o p t e d  w i t h  a 
v i e w  t o w a r d  a n y  i n t e r e s t  that m i g h t  b e  in A l a s k a  o r  in  l e g i s l a­
tu r e s  n o t  b e  g i v e n  c r e d i t  o r  p r e s e n c e  in f i g u r i n g  o u t  t h e i r  law 
to b e c o m e  t h a t  o f  a n o t h e r  state. U n l i k e  the S t a t e  o f  Oregon, 
w h i c h  i n  1 9 5 4  h a d  n i n e t y  y e a r s  o f  c o m m o n  l a w  d e c i s i o n s  in the 
b u s i n e s s  f i e l d ,  a n d  t h e r e f o r e  w h e n  the l e g i s l a t u r e  e n a c t e d  a s t a t­
u t e  to r e g u l a t e  b u s i n e s s  a c t i v i t y  in O r e g o n ,  it c o u l d  take in t o  
a c c o u n t  t h a t  t h e  O r e g o n  S u p r e m e  C o u r t  is s p e a k i n g  to t hese q u e s­
ti o n s  f o r  n e a r l y  a c e n t u r y .  T h e  A l a s k a n  a c t  w a s  b r o u g h t  into o u r  
s t a t e  a g a i n s t  a b a c k g r o u n d  of a n e a r  v o i d  of  d e c i s i o n a l  law. A n d  
in  the y e a r s  t h a t  h a v e  i n t e r v e n e d ,  o u r  S u p r e m e  C o u r t  h a s  h a d  o c c a­
si o n  to s p e a k  f r o m  t i m e  to ti m e  o n  b u s i n e s s  m a t t e r s .  But I t h i n k  
t h a t  n o t  e v e n  t h e  m o s t  o p t i m i s t i c  l e a d e r  of  the A l a s k a n  courts 
w o u l d  f e e l  t h a t  t h e r e  is t o d a y  a b a c k g r o u n d  of s u p p l e m e n t a l  d e c i­
si o n a l  law. So f r o m  a p r a c t i t i o n e r ' s  v a n t a g e  p o i n t  o r  from a 
c l i e n t ' s  v a n t a g e  p o i n t ,  the c o r p o r a t e  l a w  ir. A l a s k a  st a r t s  o f f  as 
be i n g ,  b e a r i n g  n o  r a t i o n a l  r e l a t i o n s h i p  to the state. It is s u b­
s e q u e n t  to b e i n g  e n a c t e d  here. It h a s  b e e n  t i n k e r e d  w i t h  f r o m  
t i m e  to time. T h e r e  h a v e  b e e n  s o m e  a m e n d m e n t s .  It has n e v e r  b e e n  
t h o r o u g h l y  r e s t a t e d .  A m e n d m e n t s  to t h e  m o d e l  a c t  as they h a v e  
b e e n  r e c o m m e n d e d  h a v e  s o m e  b e e n  a d o p t e d  in A l a s k a ,  b u t  m o s t  h a v e  
not. A n d  t h e r e  is v i r t u a l l y  n o  c o m m o n  l a w  in A l a s k a ,  p r e - s t a t e­
h o o d  a n d  p o s t - s t a t e h o o d ,  in this a r ea. So t h a t  the b i g g e s t  p r o b­
le m  A l a s k a n s  f a c e  is t h a t  the l a w  w i t h  r e g a r d  to b u s i n e s s  a s s o­
c i a t i o n s  i n  t h e  s t a t e  is v e r y  s p a r s e ,  v e r y  d i f f i c u l t  to d e t e r m i n e ,  
a n d  t h e r e f o r e  it t h r e a t e n s  b u s i n e s s  w i t h  t h e  o n e  t h i n g  w h i c h  
b u s i n e s s  c a n n o t  d e a l  w i t h - - u n c e r t a i n t y . W h e n  q u e s t i o n s  are r a i s e d  
a n d  b u s i n e s s  p e o p l e  n e e d  l e g a l  a d v i c e ,  t h e y  n e e d  to be  told yes 
or no. T h e  a n s w e r  m a y b e  i s n ' t  v e r y  u s e f u l  at all. F o r  the a n s w e r  
t h a t  w e  m a y  g e t  this e v e n t u a l l y  d e c i d e d  b y  the S u p r e m e  C o u r t  is 
b o t h  a n  e x p e n s i v e  a n d  h i d e o u s l y  t i m e  c o n s u m i n g  p e r i o d  at w h i c h  to 
tr y  a n d  p r e d i c a t e  c o r p o r a t e  d e c i s i o n s  or c o r p o r a t e  action. So 
w h a t  I h a v e  r e c o m m e n d e d ,  a n d  o v e r  the y e a r s  w h a t  the c o m m i s s i o n
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h a s  e v o l v e d ,  is a n  e x t r e m e l y  c o m p r e h e n s i v e  s t a t u t e .  T h e  b i l l  
w h i c h  is p e n d i n g  in  t h e  S e n a t e  is S e n a t e  B i l l  246. It is p r o b a b l y  
the m o s t  e l a b o r a t e l y  s t a t e d  c o r p o r a t i o n ' s  c o d e  in the U n i t e d  S t a tes. 
If  it h a s  a r i v a l ,  it w o u l d  be  the C a l i f o r n i a  a c t  f r o m  the m i d -  
1 9 7 0 ' s. T h e  r e a s o n  t h a t  this s t a t u t e  s p e a k s  o n  s u b j e c t s  that go
c o n s i d e r a b l y  b e y o n d  the m o d e l  act is b e c a u s e  w e  a r e  a t t e m p t i n g  to
a n s w e r  b y  l e g i s l a t i v e  p r o v i s i o n  m a n y  q u e s t i o n s  w h i c h  i n  o t h e r  
s t a t e s  a r e  a n s w e r e d  b y  w e l l  k n o w n  c o m m o n  l a w  d e c i s i o n s ,  w h i c h
d e c i s i o n s  w e  s i m p l y  do n o t  h a v e  i n  the S t a t e  o f  A l a s k a .  So in
o r d e r  to h a v e  a t h o r o u g h l y  c o n c e p t u a l  a n d  d e t a i l e d  s t a t u t e ,  it w a s  
f e l t  n e c e s s a r y  to b e g i n  b y  l o o k i n g  at s o m e  b a s i c  p h i l o s o p h i c a l  
c h o i c e s .  A n d  w h e n  the c o m m i s s i o n  l o o k e d  b e y o n d  t h e  S t a t e  o f  A l a s k a  
it f o u n d  t h a t  the a t t i t u d e  of s t a t e  g o v e r n m e n t  t o w a r d  c o r p o r a t i o n s  
v a r i e s  d r a m a t i c a l l y  f r o m  s t ate to state. T h e  m o s t  i m p r e s s i v e  d i s­
t i n c t i o n  w o u l d  b e  b e t w e e n  D e l a w a r e  o n  t h e  o n e  h a n d  a n d  the S t a t e  
o f  C a l i f o r n i a ,  w h e r e  I c o m e  from, o n  t h e  other. It is so r t  of 
s u r p r i s i n g  to p e o p l e  w h e n  th e y  f i r s t  g e t  in t o  th i s  f i e l d  that 
D e l a w a r e  is t h e  m o s t  i m p o r t a n t  A m e r i c a n  j u r i s d i c t i o n  for c o r p o r a t e  
p u r p o s e s .  I f  y o u  l o o k  at the F o r t u n e  l i s t  o f  the 100 l a r g e s t
A m e r i c a n  c o r p o r a t i o n s ,  97 are i n c o r p o r a t e d  i n  p o s t  o f f i c e  boxes
i n  D o v e r ,  D e l a w a r e .  A n d  this is b e c a u s e  o v e r  t h e  y e a r s  p e o p l e  in
b u s i n e s s ,  i n  m a n a g e m e n t ,  h a v e  f o u n d  in the D e l a w a r e  l e g i s l a t u r e  a
v e r y ,  v e r y  r e c e p t i v e  a n d  u n d e r s t a n d i n g  body. A l s o ,  the S t a t e  o f  
D e l a w a r e  h a s  m a i n t a i n e d  c h a n c e r y  c o u r t s  lo n g  a f t e r  t h e y  w e r e  
a b o l i s h e d  i n  a l l  o t h e r  A m e r i c a n  j u r i s d i c t i o n s  w i t h  the r e s u l t  t h a t  
y o u  c a n  g e t  a m a t t e r  l i t i g a t e d ,  t r i e d  a n d  f i n a l l y  d i s p o s e d  of on  
a p p e a l  in t h e  S t a t e  o f  D e l a w a r e  i n s i d e  o f  a 100 days. Again, 
b u s i n e s s  c a n n o t  s t a n d  to b e  told m a y b e  w i t h  r e g a r d  to a q u e s t i o n .  
D e l a w a r e ' s  a c t  is c o n s i d e r e d  a m a n a g e m e n t  o r i e n t e d  s tatute. If 
t h e r e  a r e  v a l u e  j u d g m e n t s  to b e  m a d e  g i v i n g  p r e f e r e n c e  to the 
p r e r o g a t i v e s  o f  s h a r e h o l d e r s  on  t h e  o n e  hand, o r  t h o s e  of the 
i n c u m b e n t  m a n a g e m e n t ,  the o f f i c e r s  a n d  d i r e c t o r s  on the o t h e r  
h a n d .  T h e  D e l a w a r e  a c t  m a k e s  all t h o s e  v a l u e  c a l l s  in favcr" of 
i n c u m b e n t  m a n a g e m e n t .  In s t a r k  c o n t r a s t ,  the S t a t e  o f  C a l i f o r n i a  
h a s  t h e  m o s t  p r o - s h a r e h o l d e r ,  a n t i - i n c u m b e n t  m a n a g e m e n t  c o r p o r a­
ti o n s  c o d e  in the U n i t e d  States. In C a l i f o r n i a ,  D e l a w a r e ,  e x c u s e  
me, C a l i f o r n i a  d i r e c t o r s  can s e r v e  o n l y  o n e  y e a r  t e rms of office.
It is i l l e g a l  to a t t e m p t  to g i v e  a d i r e c t o r  a l o n g e r  t e r m  of 
o f f i c e .  T h e  e n t i r e  b o a r d  m u s t  s t a n d  f o r  e l e c t i o n  at a s i n g l e  
m e e t i n g  h e l d  e v e r y  year. A n d  b e y o n d  that, i n ' C a l i f o r n i a  s h a r e­
h o l d e r s  a r e  g i v e n  the m a n d a t o r y  r i g h t  to c u m u l a t e  t h e i r  votes.
T h e  v o t i n g  s c h e m e  d e s i g n e d  to m a x i m i z e  the o p p o r t u n i t y  for m i n o r­
ity  s h a r e  i n t e r e s t  to g a i n  b o a r d  r e p r e s e n t a t i o n .  N o w  w h e n  one 
l o o k s  a t  t h e  m a n a g e m e n t  o r i e n t e d  D e l a w a r e  a c t  o n  the o n e  hand, 
a n d  t h e  C a l i f o r n i a  a p p r o a c h  w h i c h  is to b e n d  e v e r y t h i n g  in f a v o r  
o f  s h a r e h o l d e r s ,  a d e c i s i o n  w a s  m a d e  b y  the C o d e  R e v i s i o n  C o m m i s­
s i o n  t h a t  w e  w o u l d  c r a f t  a s t a t u t e  w h i c h  h a d  no  i n h e r e n t  i n t e r n a l  
b i a s .  U n d e r  this p r o p o s e d  bill, it w o u l d  b e  p o s s i b l e  for i n d i v i d u­
als d e s i r i n g  to f o r m  a c o r p o r a t i o n ,  to f o r m  a c o r p o r a t i o n  that h a d  
a l l  of  t h e  p r e r o g a t i v e s  w h i c h  C a l i f o r n i a  i n s i s t s  u p o n  for a 
C a l i f o r n i a  c o r p o r a t i o n .  In o t h e r  w o r d s ,  y o u  c o u l d  c h o o s e  to h a v e  
o n e  y e a r  t e r m s  for d i r e c t o r s .  Y o u  c o u l d  c h o o s e  to h a v e  no c l a s s i­
f i c a t i o n  of  the b o a r d s ,  so that t h e  e n t i r e  b o a r d  m u s t  s t a n d  for
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a n n u a l  e l e c t i o n s .  Y o u  c a n  c h o o s e  to h a v e  c u m u l a t i v e  v o t i n g ,  b u t  
n o n e  o f  t h e s e  c h o i c e s  a r e  f o r c e d  u p o n  y o u  b y  the state. T h e r e­
fore, it w o u l d  b e  p o s s i b l e  u n d e r  t h i s  s t a t u t e  to c h o o s e  t h r e e  
y e a r  t e r m s  f o r  d i r e c t o r s ,  to c l a s s i f y  the b o a r d  so t h a t  o n l y  o n e -  
t h i r d  o f  t h e  b o a r d  c o m e s  u p  for e l e c t i o n  e v e r y  y e ar, a n d  to d e n y  
to the s h a r e h o l d e r s  c u m u l a t i v e  v o t i n g .  W h a t  w e  h a v e  a t t e m p t e d  to 
do is to a l l o w  p e o p l e  in  this s t a t e  t h e  f r e e d o m  to m a k e  t h e i r  o w n  
b u s i n e s s  d e c i s i o n s  a n d  to m a k e  t h e i r  o w n  d e c i s i o n  a b o u t  w h a t  it 
is t h e y  w a n t  in  t e r m s  o f  m a n a g e m e n t  a n d  the r i g h t s  a n d  p r e r o g a­
tiv e s  o f  t h e  b e n e f i c i a l  o \ m e r s , t h e  s h a r e h o l d e r s .  W h a t  w e  h a v e  
s o u g h t  b y  w a y  of  r e f o r m ,  h o w e v e r ,  is to i n s u r e  t h a t  a l l  o f  t h e s e  
b a s i c  d e c i s i o n s  a r e  t a k e n  w i t h i n  t h e  c o n t e x t  of  the a r t i c l e s  of 
i n c o r p o r a t i o n  so t h a t  t h e r e  is a s i n g l e  d o c u m e n t  w h i c h  s h a r e­
h o l d e r s  o r  o t h e r  i n t e r e s t e d  p a r t i e s  c a n  l o o k  to t h a t  w i l l  y o u  a 
t o t a l l y  a c c u r a t e  p i c t u r e  of  w h a t  b a s i c  d e c i s i o n s  h a v e  b e e n  m a d e  
w i t h  r e g a r d  to t h i s  s p e c i f i c  c o r p o r a t i o n .  F o r  t h a t  r e a s o n ,  y o u  
w i l l  n o t i c e  t h a t  t h e r e  is i m p o r t a n t  l a n g u a g e  in t h e  p r o v i s i o n s  of 
t h e  a c t  d e a l i n g  w i t h  t h e  a r t i c l e s  o f  i n c o r p o r a t i o n .  T w o  s e c t i o n s ,  
t h e  s e c t i o n  t h a t  s p e a k s  to the m a n d a t o r y  t e r m s  w h i c h  m u s t  b e  
c o v e r e d  b y  t h e  a r t i c l e s  a n d  the s u c c e e d i n g  s e c t i o n  w h i c h  r e f e r s  
to the o p t i o n a l  terms. T h a t  has a v e r y  i m p o r t a n t  c a v eat. A l l  of 
t h e  t o p i c s  c o v e r e d  in th a t  s e c t i o n  a r e  s t a t e d  b y  the s t a t u t e  to 
b e  e f f e c t i v e  o n l y  i f  m a d e  the o b j e c t  of p r o v i s i o n  in t h e  a r t i c l e s .  
T h e r e f o r e ,  if y o u  p u t  t h e m  in b y l a w s ,  if y o u  try to p u t  t h e m  in 
s h a r e h o l d e r  a g r e e m e n t s ,  s t a t u t o r i l y  t h e y  w o u l d  b e  n u l l  a n d  void.
So t h a t  o u r  a t t e m p t  h a s  b e e n  m a d e  to m a k e  the a r t i c l e s  of i n c o r­
p o r a t i o n  a n d  the p r o c e s s  o f  i n c o r p o r a t i o n  o f  a n e w  c o r p o r a t e  
e n t i t y  is v e r y  m u c h  l i k e  a c o o k b o o k .  T h e  s t a t u t e  is a r e c i p e  of 
c h o i c e s  to b e  m a d e .  T h e y  a r e  c l e a r l y  p r e s e n t e d .  B o t h  the c o u n s e l  
a n d  c l i e n t  s h o u l d  f i n d  it v e r y  e a s y  to g o  t h r o u g h  the p r o c e s s  of 
i n c o r p o r a t i o n ,  g i v i n g  to the c l i e n t s  the o p p o r t u n i t y  to m a k e  b a s i c  
d e c i s i o n s  a b o u t  the c o r p o r a t i o n  b e i n g  formed. T h e r e a f t e r  any 
p o t e n t i a l  i n v e s t o r s  w i l l  f i n d  t h o s e  d e c i s i o n s  c l e a r l y  r e f l e c t e d  
i n  t e rms o f  the a r t i c l e s  of  i n c o r p o r a t i o n .  So y o u  h a v e  h e r e  a 
s t a t u t e  w h i c h  is p r e t t y  m u c h  d e v o i d  o f  a n y  i n t e r n a l  bias, in 
f a v o r  o f  s h a r e h o l d e r s  or in f a v o r  o f  m a n a g e m e n t  p r e r o g a t i v e s ,  
w h i c h  h a s  a l s o  s o u g h t  to m i n i m i z e  the r o l e  o f  g o v e r n m e n t .  C e r t a i n  
s t a t e s  h a v e  r e c e n t l y  b e e n  a d o p t i n g  a c t s  w h i c h  h a v e  a t t e m p t e d  to 
i n t r u d e  the g o v e r n m e n t  m o r e  a n d  m o r e  i n t o  the a r e a  o f  c o r p o r a t e  
a c t i v i t y .  T h e r e  is c o n c e r n  a b o u t  the s o c i a l  r e s p o n s i b i l i t y  of 
c o r p o r a t e  b e h a v i o r .  T h e r e  is s o l i c i t  ide a b o u t  the q u e s t i o n  as to 
w h e t h e r  c o r p o r a t e  m a n a g e m e n t ,  the p e o p l e  w h o m  L o u i s  B r a n d e i s  o n c e  
r e f e r r e d  to as m a n a g i n g  o t h e r  p e o p l e ' s  m o n e y ,  the d e g r e e  to w h i c h  
t h e y  w e r e  truly, h o n e s t l y  a n d  e f f i c i e n t l y  e x e r c i s i n g  t h e i r  b u s i­
n e s s  j u d g m e n t  a n d  w h a t  the s t a t e ' s  i n t e r e s t  o u g h t  to be. Our 
d e c i s i o n  h a s  b e e n  to r e c o m m e n d  to t h e  l e g i s l a t u r e  a d o p t i o n  of a 
p a c t  w h i c h  r e n d e r s  c e r t a i n  r e p o r t i n g  o b l i g a t i o n s  w h i c h  m u s t  be 
m a d e  to the D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  w h i c h  
s t a n d a r d i z e s  the r e p o r t i n g  o b l i g a t i o n s ,  b o t h  in t e r m s  of t h e i r  
c o n t e n t ,  the.'-r f o r m  a n d  t h e i r  title, so that t h e r e  w i l l  b e  a 
h a b i t u a l  p a t t e r n  o f  r e p o r t i n g  to the state. But b e y o n d  that d o e s  
n o t  s e e k  to g i v e  the s t a t e  a v e r y  i n t r u s i v e  r o l e  to p l a y  in the
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o p e r a t i o n  o f  f o r  p r o f i t  c o r p o r a t i o n s .  T h e  o l d  p r o  w a r r a n t o  p r o­
v i s i o n  b r o u g h t  b y  t h e  A t t o r n e y  G e n e r a l  w h i c h  h a s  n e v e r  e n j o y e d  
m u c h  u s e  i n  t h e  S t a t e  o f  A l a s k a  does n o t  c o m e  in for m u c h  o f  an 
e n h a n c e d  r o l e  in  s t a t u t e .  Yes?

H E N R Y  L A N C A S T E R :  E x c u s e  me, but do e s  y o u r  d e f i n i t i o n  of  s t a t e
i n t r u s i v e n e s s  e x t e n d  to f i d u c i a r y  d u t i e s  a n d  . . . t y p e  of 
s h a r e h o l d e r s ?

P R O F E S S O R  F E S S L E R :  No, w h e n  I a m  s p e a k i n g  n o w  o f  a s t a t e m e n t ,  I
a p p r e c i a t e  the o p p o r t u n i t y  to cl a r i f y .  I a m  s p e a k i n g  n o w  o f  the 
e x e c u t i v e  b r a n c h  o f  g o v e r n m e n t .  I a m  n o t  s p e a k i n g  n o w  of a t t e m p t­
ing to m i n i m i z e  the r o l e  o f  the j u d i c i a r y  in the e v e n t  l i t i g a t i o n  
s h o u l d  t a k e  p l a c e ,  b u t  r a t h e r  to w h a t  e x t e n t  w o u l d  t h e r e  b e  an 
i n v e s t i g a t i v e  p r e s e n c e  o f  the A t t o r n e y  G e n e r a l  l o o k i n g  into the 
o p e r a t i o n  of  c o r p o r a t i o n s .  W e  h a v e  two p r o v i s i o n s :  T h e r e  is a
p r o v i s i o n  in this a c t  w h i c h  a l l o w s  the A t t o r n e y  G e n e r a l  to c o m m e n c e  
a c a u s e  o f  a c t i o n  d e s i g n e d  to s e e k  the d i s s o l u t i o n  of a c o r p o r a­
tion. T h a t ' s  t h e  o l d  c l a s s i c a l  p r o  w a r r a n t o  p r o c e d u r e  for v e r y  
s e r i o u s  o f f e n s e s  a g a i n s t  s t a t e  l a w  or p u b l i c  p o l i c y .  T h e r e  is 
a l s o  a p r o v i s i o n  f o r  the a d m i n i s t r a t i v e  d i s s o l u t i o n  of c o r p o r a t i o n s  
w h i c h  a r e  m e r e l y  h a b i t u a l l y  i g n o r i n g  the v a r i o u s  r e p o r t i n g  r e q u i r e­
m e n t s  a n d  tax o b l i g a t i o n s  w h i c h  the s t a t e  has c r e a t e d .  A n d  t h o s e  
e n f o r c e m e n t  p r o c e d u r e s  a r e  p l a c e d  in the h a n d s  of  the C o m m i s s i o n e r  
of  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  T h e y  are a d m i n i s t r a t i v e  
p r o c e d u r e s .  T h e r e  is a p r o v i s i o n  in the a c t  w h i c h  w o u l d  a l l o w  a 
c o r p o r a t i o n  w h o  j u s t  h a d  its c h a r t e r  s u s p e n d e d  p u r s u a n t  to this 
to a p p e a l  to the s u p e r i o r  c o u r t  for a t r i a l  de n o v o  o n  the m a t t e r  
so t h a t  the s t a t e ' s  r o l e  is c e r t a i n l y  g o i n g  to b e  v i n d i c a t e d  in 
t e r m s  o f  t a x  o b l i g a t i o n s  or r e p o r t i n g  o b l i g a t i o n s .  T h e  p r e r o g a­
tive s  o f  the A t t o r n e y  G e n e r a l  of the D e p a r t m e n t  of  L a w  h a v e  b e e n  
p r o t e c t e d  in this l e g i s l a t i o n .  B u t  b a s i c a l l y  w h a t  w e  h a v e  a t t e m p­
ted to do is to f o r c e  t h o s e  w h o  c o n t r o l  the c o r p o r a t i o n ,  e s p e c i a l l y  
l a r g e r  c o r p o r a t i o n s  h a v i n g  n u m e r o u s  s h a r e h o l d e r s ,  to m a k e  a n n u a l  
r e p o r t s  to s h a r e h o l d e r s .  A n d  w e  a s s u m e  that the s h a r e h o l d e r s  
w i l l  b e  the b e s t  s o u r c e  o f  d i s c i p l i n e  o v e r  the s t e w a r d s h i p  of 
p e o p l e  w h o  a r e  m a n a g i n g  c o r p o r a t e  r e s o u r c e s  w h i c h  the s h a r e h o l d e r s  
h a v e  the b e n e f i c i a l  i n t e r e s t . i n  p r o t e c t i n g .  So for the f i r s t  
time if th i s  a c t  w e r e  a d o p t e d ,  t h e r e  w o u l d  be m a n d a t o r y  r e p o r t i n g  
o b l i g a t i o n s  e v e r y  y e a r  on the p a r t  o f  the c o r p o r a t i o n  to its 
s h a r e h o l d e r s ,  g i v i n g  the s h a r e h o l d e r s  a f a i r l y  f a c i l e  m e a n s  of 
g a t h e r i n g  w h a t  the f i n a n c i a l  s t a t u s  of  t h e  c o r p o r a t i o n  is. A l so, 
y o u ' l l  b e  i n t e r e s t e d  in l o o k i n g  at the s e c t i o n  on  w h a t  arc c a l l e d  
t r a n s a c t i o n s  w i t h  i n t e r e s t e d  d i r e c t o r s  a n d  o f f i c e r s .  T h e s e  t r a n s­
ac t i o n s  a r e  s p e c i f i c a l l y  d e f i n e d  in the s t a t u t e ,  and e v e r y  y e a r  
c o r p o r a t e  m a n a g e m e n t  m u s t  d i s c l o s e  tc the s h a r e h o l d e r s  the 
i d e n t i t i e s ,  d a t e s  a n d  a m o u n t s  o f  t r a n s a c t i o n s  f a l l i n g  w i t h i n  the 
s t a t u t o r y  d e f i n i t i o n .  T h e  s h a r e h o l d e r s  w i l l  h a v e  a m u c h  b e t t e r  
o p p o r t u n i t y  to d e c i d e  w h e t h e r  or n o t  t h e r e  h a v e  b e e n  a u u s e s  of 
f i d u c i a r y  o b l i g a t i o n s .  I s h o u l d  a l s o  p o i n t  out the r e f e r e n c e  
to the i n q u i r y  a b o u t  f i d u c i a r y  o b l i g a t i o n s ,  that this s t a t u t e  
for the f i r s t  t i m e  g i v e s  a c l e a r  d e f i n i t i o n  of the d u t i e s  o f  c a r e
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a n d  l o y a l t y  w h i c h  a r e  o w e d  b y  a d i r e c t o r  to the c o r p o r a t i o n .  T h e  
s t a t u t e  a l s o  s p e c i f i c a l l y  d e l i n e a t e s  the r i g h t s  o f  a d i r e c t o r  to 
r e l y  o n  c e r t a i n  .information s u p p l i e d  b y  c o r p o r a t e  o f f i c e r s  i n­
c l u d i n g  t h e  o p i n i o n  o f  c o u n s e l  or  b y  c o m m i t t e e s  on w h i c h  that 
p a r t i c u l a r  d i r e c t o r  does n o t  h a p p e n  to serve. A l s o  for the f irst 
t i m e  in t h i s  s t a t u t e ,  f i d u c i a r y  d u t i e s  a r e  a r t i c u l a t e d  on b e h a l f  
of  c o r p o r a t e  o f f i c e r s .  T h e r e  is n o  s t a t u t o r y  f o r m u l a t i o n  of 
f i d u c i a r y  o f  c o r p o r a t e  o f f i c e r s  i n  the S t a t e  o f  A l a s k a  today.
T h e y  w o u l d  b e  l e f t  i n t r u s i v e  to c o m m o n  l a w  c o n j e c t u r e  as to w h a t  
t h e y  w e r e  a n d  w h a t  the u i m e n s i o n  m i g h t  be. So t h o s e  are the 
b a s i c  a p p r o a c h e s  win _n a r e  t a k e n  to th i s  v e r y  i m p o r t a n t  q u e s t i o n .

H E N R Y  L A N C A S T E R :  D o e s  it do a n y t h i n g  to r e l i e v e  t h e  b u r d e n  or
r e d u c e  t h e  c o s t  of  s h a r e h o l d e r  l i t i g a t i o n  in s e e k i n g  to fi n d  t h a t  
i n f o r m a t i o n ?

P R O F E S S O R  F E S S L E R :  W e l l ,  first, the s t a t u t e  c l e a r l y  d e f i n e s  the
r i g h t s  in w h i c h  s h a r e h o l d e r s  w i l l  h a v e  w i t h  r e g a r d  to i n s p e c t i n g  
c o r p o r a t e  b o o k s  a n d  r e c o r d s .  A  d i s t i n c t i o n  is drawn, y o u ’ll 
n o t i c e  in the p r o v i s i o n s  o f  this act, b e t w e e n  a s h a r e h o l d e r  w h o s e  
b a s i c  i n t e r e s t  is e x a m i n i n g  the s h a r e h o l d e r  list a n d  g a i n i n g  
k n o w l e d g e  o f  t h e  i d e n t i t y  o f  the o t h e r  s h a r e h o l d e r s  or even 
g r e a t e r  i n t e r e s t  in t r y i n g  to f i g u r e  o u t  h o w  the shares' are p r o­
p o r t i o n a t e l y  h a n d l e d .  W e  a l s o  h a v e  c r e a t e d  a r i g h t  of i n s p e c t i o n  
w i t h  r e g a r d  to c o r p o r a t e  b o o k s  a n d  r e c o r d s .  T h e  s t a t u t e  s p e c i­
f i c a l l y  i n c l u d e s  in that d e s c r i p t i o n  the b o o k s  a n d  r e c o r d s  of 
s u b s i d i a r y  c o r p o r a t e  e n t i t i e s .  B e c a u s e  o n e  o f  the b a s i c  p r o b l e m s  
t h a t  has a r i s e n  in j u r i s d i c t i o n s  in r e c e n t  times h a s  b e e n  t h a t  
c o r p o r a t i o n s  w i l l  f r e q u e n t l y  h i d e  t r a n s a c t i o n s  that they k n o w  m a y  
be o b j e c t i o n a b l e  b y  h a v i n g  t hose t r a n s a c t i o n s  take p l a c e  w i t h i n  
the g u i s e  of s u b s i d i a r y  or o t h e r  a f f i l i a t e d  c o r p o r a t e  e n t i t i e s .
So s h a r e h o l d e r s  a r e  n o w  g i v e n  s t a t u t o r y  r i g h t s  of i n s p e c t i o n ,  
a n d  t h e y  a r e  g i v e n  c e r t a i n  teeth. Y o u ' l l  b e  i n t e r e s t e d  in the 
p r o v i s i o n s  that d e a l  w i t h  the c o n s e q u e n c e  to a c o r p o r a t e  o f f i c e r  
w h o  d e n i e s  to a s h a r e h o l d e r  w h a t  a r e  that s h a r e h o l d e r ' s  s t a t u t o r y  
r i g h t s  o f  i n s p e c t i o n ,  i n c l u d i n g  a $ 5 , 0 0 0  c i v i l  l i a b i l i t y  to that 
s h a r e h o l d e r .in a d d i t i o n  to w h a t e v e r  a c t u a l  d a m a g e s  the s h a r e­
h o l d e r  m a y  be a b l e  to s h o w  b y  v i r t u e  of the d e n ial. In the past, 
o n e  c o u l d  s i m ply, in t h e  j a r g o n  o f  the trade, t o u g h  it out or 
s t u m b l e  w h e n  f a c e d  w i t h  s h a r e h o l d e r  d e m a n d s .  T h e r e  w e r e  no 
s t a t u t o r y  p e n a l t i e s .  T h e r e  w a s  n o  l e g a l l y  d e f i n e d  d o w n s i d e  r i s k  
fo r  s u c h  a s t r a t e g y .  T h e r e  w a s  a l w a y s  the p o s s i b i l i t y  that y o u  
m i g h t  w e l l  be sued, b u t  y o u  c o u l d  t a k e  a c h a n c e  that: y o u  c o u l d  
r e s i s t  a n y  l i a b i l i t y  o n  the t h e o r y  t h a t  the s h a r e h o l d e r  c o u l d  n o t  
s h o w  th a t  she h a d  s u f f e r e d  a n y  d i s c r e e t ,  p r o v a b l e ,  a s c e r t a i n a b l e  
d a m a g e s .  T h o s e  m a t t e r s  h a v e  b e e n  t h o u g h t  o u t  b y  the c o m m i s s i o n ,  
d e b a t e d  a t  s o m e  l e n gth, a n d  the c o m m i s s i o n ' s  r e c o m m e n d e d  p o s i t i o n s  
o n  t h a t  a r e  r e f l e c t e d  in this bill. In a d d i t i o n  to that, in 
o t h e r  w o r d s ,  in a d d i t i o n  to the p r e r o g a t i v e s  w h i c h  a s h a r e h o l d e r  
w h o  s u d d e n l y  m a k e s  it h e r  b u s i n e s s  to w a n t  to look i n t o  these 
m a t t e r s ,  t h e r e  is as I s t a t e d  a f e w  m o m e n t s  a g o  the uicindatory



r e p o r t i n g  o b l i g a t i o n ;  w h i c h  c o r p o r a t i o n s  h a ve. T h e y  b e c o m e  m o r e  
e l a b o r a t e  as the s i z e  of the c o r p o r a t i o n  i n c r e a s e s ,  a n d  the i n e r­
tia  o f  s h a r e h o l d e r s  is t h o u g h t  to r e q u i r e  that the c o r p o r a t e  
m a n a g e m e n t  b e  f o r c e d  to c o m e  to t h e m  w i t h  a n n u a l  r e p o r t s .  S o m e  
a r e  the t w e l v e  p a y  r e p o r t s  t h a t  a r e  r e q u i r e d  b y  the S e c u r i t i e s  a n d  
E x c h a n g e  C o m m i s s i o n ,  so t h a t  s h a r e h o l d e r s  w o u l d  at l e a s t  be 
a l t e r t e d  b y  the b a s i c  i n f o r m a t i o n  i m p a r t e d  in t h o s e  re p o r t s .  A n d  
t h e n  m i g h t  b e  w e l l  a l e r t e d  to f o l l o w  up b y  i n q u i r i e s  a n d  t a k e  
a d v a n t a g e  o f  t h e i r  r i g h t s  o f  i n s p e c t i o n .  A n d  i n  this regard, 
t h e r e  is o n e  o t h e r  a r e a  o f  A l a s k a  l a w  th a t  I t h i n k  is s h o c k i n g l y  
d e f i c i e n t .  A l a s k a  is o n e  o f  two j u r i s d i c t i o n s  in the U n i t e d  
S t a t e s  t h a t  h a s  n o  s t a t u t o r y  r e g u l a t i o n  o f  the s h a r e h o l d e r  d e r i v a­
ti v e  c a u s e  o f  a c t i o n .  If  t h e r e  h a s  b e e n  a r e f o r m  w h i c h  has h a d  
r o u g h  s l e d d i n g  in the U n i t e d  S t a t e s  s i n c e  the 1 9 4 0 ' s ,  it has 
b e e n  the t h e o r y  th a t  the s h a r e h o l d e r s  c o u l d  b e  r e l i e d  u p o n  li k e  
C i n c i n n a t u s , at t h e i r  o w n  e x p e n s e ,  to e n t e r  l i sts a g a i n s t  t h o s e  
w h o  are m a n a g i n g  t h e  c o r p o r a t i o n  a n d  s u e  u s i n g  the c o r p o r a t i o n  as 
the b e n e f i c i a l  p l a i n t i f f  for the l i t i g a t i o n .  T h e  t h e o r y  in the 
19 4 0 ' s  w h e n  this b e c a m e  a m a t t e r  o f  g r e a t  v o g u e  in c o r p o r a t e  l i t­
e r a t u r e  w a s  t h a t  in this m a n n e r  c o r p o r a t e  r e s p o n s i b i l i t y  w o u l d  b e  
r e t u r n e d  to c o r p o r a t e .  . . T h e  r o l e  o f  g o v e r n m e n t  w a s  r e c e d i n g  as 
c o r p o r a t i o n s  b e c a m e  m o r e  a n d  m ore, t h e r e  are m o r e  than e ight 
t h o u s a n d  f o r  p r o f i t  c o r p o r a t i o n s  in A l a s k a  a l r e a d y .  A n d  that 
n u m b e r  c a n  o n l y  b e  e x p e c t e d  to go up. If the D e p a r t m e n t  of L a w  
w e r e  to l o o k  i n t o  t h e i r  a f f a i r s ,  t h e y  w o u l d  h a v e  to b e  m a s s i v e l y  
i n s p e c t e d .  So the t h e o r y  w a s ,  let the s h a r e h o l d e r s  do it. T h e  
d i f f i c u l t y  was, of  c o u r s e ,  t h e  f l a w  i n  n a t u r e  o f  h u m a n k i n d  is 
n i c e l y  r e f l e c t e d  in the c r o s s  s e c t i o n  of i n d i v i d u a l s  w h o  are 
l i k e l y  to b e  s h a r e h o l d e r s .  T h e r e f o r e ,  s e c t i o n  435 in the b i l l  is 
a d d r e s s e d  to the s t a t u t o r y  i*egulation of  s h a r e h o l d e r  d e r i v a t i v e  
c a u s e  o f  a c t i o n .  H o w e v e r ,  it has b e e n  to a t t e m p t  to fe r r e t  o u t  
the s h a r e h o l d e r  w h o  w a s  m o s t  l i k e l y  to b r i n g  a m e r i t o r i o u s  c a u s e  
o f  a c t i o n  a n d  h a v e  the l e g a l  r e s o u r c e s  to s t i c k  w i t h  th a t  c a u s e  o f  
a c t i o n  t h r o u g h  a p r o c e s s  o f  p r o s e c u t i o n  a n d  f i n a l  a d j u d i c a t i o n .
T h e  b a s i c  a b u s e s ,  o f  c o u rse, o v e r  the y e a r s  h a v e  b e c o m e  s h a r e­
h o l d e r s  w o u l d  b r i n g  w h a t  a r e  n o w  . . . r e f e r r e d  to as s t r i k e  
suits. T h e  c a u s e s  of  a c t i o n  i n i t i a t e d  a g a i n s t  the c o r p o r a t i o n  
w i t h  f u l l  k n o w l e d g e  th a t  the c o r p o r a t i o n  c o u l d  f i n d  t h e  e x pense, 
b o t h  in t i m e  a n d  t r e a s u r y ,  the a d v e r s e  p u b l i c i t y  o f  the m e d i a  
p i c k i n g  up t h a t  a c o r p o r a t i o n  has b e e n  s u e d  for a h u n d r e d  m i l l i o n  
d o l l a r s  o r  a m i l l i o n  d o l l a r s ,  a l l e g i n g  t h a t  all of t h e  p e o p l e  w h o  
a r e  r u n n i n g  the c o r p o r a t i o n  a r e  c r o oks. A n d  th a t  a n y  i n d i v i d u a l s  
w h o  b r o u g h t  t h e s e  t y p e s  o f  a c t i o n  w e r e  f r e q u e n t l y  v e r y  i n t e r e s t e d  
i n  h a v i n g  i n c u m b e n t  m a n a g e m e n t  s i m p l y  b u y  t h e m  o f f  w i t h  n o n -  
j u d i c i a l l y  s u p e r v i s e d ,  o u t  o f  c o u r t  s e t t l e m e n t s .  It is n o t  s u r­
p r i s i n g  t h a t  the f r u i t s  o f  t h e s e  n o n - j u d i c i a l l y  s u p e r v i s e d  o u t  of  
c o u r t  s e t t l e m e n t s  n e v e r  w e n t  to t h e  c o r p o r a t e  t r e a s u r y ,  w h i c h  is 
a t h e o r y  in a d e r i v a t i v e  c a u s e  o f  a c t i o n ,  b u t  w e n t  to the s h a r e­
h o l d e r  w h o  w a s  k e e p i n g  his pe a c e .  A l l  o f  t h e s e  t y p e s  of a b u s e s  
I t h i n k  h a v e  b e e n  p r o p h y l a c t i c n l l y  d e a l t  w i t h  in s e c t i o n  435.
Y o u  w i l l  n o t i c e  th a t  the s t a t u t e  d e f i n e s  s t a n d i n g  o n  the p a r t  of

- 8 -



s h a r e h o l d e r s  w h o  w i l l  be  a l l o w e d  to b r i n g  the d e r i v a t i v e  c a u s e  of. 

action.. F o r  the f i r s t  t i m e  the s t a t u t e  c l e a r l y  s e t t l e s  the i s s u e  
of w h e n  s u c h  a s h a r e h o l d e r  is o b l i g e d  to e x h a u s t  i n t r a c o r p o r a t e  
r e m e d i e s  b y  m a k i n g  a d e m a n d  for the a c t i o n  w h i c h  the s h a r e h o l d e r  ‘ 
s e ek s  to h a v e  e f f e c t u a t e d  o n  the i n c u m b e n t  dir e c t o r s ,  s e t t l e s  for 
the f i r s t  t i m e  t h e  q u e s t i o n  as to w h a t  the s t a t u s  of i n c u m b e n t  
d i r e c t o r s  a n d  t h e i r  b u s i n e s s  j u d g m e n t  s h o u l d  be, r e c o g n i z i n g  that 
the q u e s t i o n  of  w h e t h e r  it is in  t h e  b e s t  i n t e r e s t s  of X Y Z  c o r­
p o r a t i o n  to e n g a g e  i n  l i t i g a t i o n  f o r  the n e x t  two y e a r s  is n o t  
p u r e l y  a q u e s t i o n  f o r  l a w y e r s  to d e c i d e ,  b u t  for b u s i n e s s m e n  a n d  
b u s i n e s s w o m e n  to d e c i d e .  And, t h e r e f o r e ,  u n l e s s  the d i r e c t o r s  are 
t h e m s e l v e s  a c c u s e d  o f  b e i n g  the w r o n g d o e r s  o r  u n d e r  the d i r e c t  or 
i n d i r e c t  c o n t r o l  o f  t h o s e  w h o  a r e  a l l e g e d  to be  the w r o n d o e r s ,  
the g o o d  faith, i n d e p e n d e n t  b u s i n e s s  j u d g m e n t  of d i s i n t e r e s t e d  
d i r e c t o r s  is to b e  r e s p e c t e d  a n d  w i l l  t e r m i n a t e  the c a u s e  o f  a c t i o n  
w h i c h  is c r e a t e d  b y  s e c t i o n  4 3 5 ( a ) .

H E N R Y  L A N C A S T E R :  Yes, (a), I g u e s s  t h a t  l e a d s  m e  to m y  n e x t
q u e s t i o n .  I n o t i c e d  y o u  w e r e  e x p r e s s i n g  c o r p o r a t i o n s  for p r o fit, 
ifriat I a m  g o i n g  to a s k  is w h a t  p r o t e c t i o n s  does that g i v e  p u b l i c  
c o r p o r a t i o n s  in A l a s k a .  T h e  s t a t e  o v e r s e e s  so m e  of  t h e m  a g a i n s t  
r e s i d e n t s  c l a i m i n g  t h e m s e l v e s  to b e  s h a r e h o l d e r s  w h o  w a n t  to take 
s o m e  k i n d  o f  a c t i o n .

P R O F E S S O R  F E S S L E R :  N o n p r o f i t  c o r p o r a t e  e n t i t i e s ?

H E N R Y  L A N C A S T E R :  W e l l ,  A H F C , o r  a n y  o t h e r  p u b l i c  c o r p o r a t i o n .

S E N A T O R  R O D E Y :  T h i s  s e c t i o n ,  this b i l l  w e  h a v e  b e f o r e  us d o e s n ' t
d e a l  w i t h  t h a t  q u e s t i o n .  It ' s  j u s t  f o r  p r o f i t  c o r p o r a t i o n s .

P R O F E S S O R  F E S S L E R :  T h e y  a r e  n o t  c o v e r e d  at all.

S E N A T O R  R O D E Y :  Mr. L a n c a s t e r  is l e g a l  c o u n s e l  w i t h  S e n a t o r
J o s e p h s o n .

P R O F E S S O R  F E S S L E R :  I see. W e l l ,  t h e y  a r e  n o t  c o v e r e d  at all.
A n y  g o v e r n m e n t  c r e a t e d  c o r p o r a t i o n ,  e i t h e r  b y  the s t a t e  or  f e d e r a l  
g o v e r n m e n t  o r  a n y  n o n p r o f i t  c o r p o r a t e  e n t i t y  c r eated, has f a l l e n  
o u t s i d e  the p u r v i e w  o f  this p a r t i c u l a r  act. A l t h o u g h  the Co d e  
R e v i s i o n  C o m m i s s i o n  has p r e p a r e d  a n  e x t e n s i v e  d r a f t  of  a n o t  for 
p r o f i t  c o r p o r a t i o n s  b i l l  w h i c h  v e r y  s h o r t l y  w i l l  be s u b m i t t e d  b y  
C h a i r m a n  A b b o t t  to the L e g i s l a t i v e  C o u n c i l  w i t h  the r e q u e s t  that 
it b e  i n t r o d u c e d .

S E N A T O R  R O D E Y :  L e t  m e  a s k  o n e  q u e s t i o n  . . .

P R O F E S S O R  F E S S L E R :  S e n a t o r .

S E N A T O R  P O D E Y :  . . . p a r t i c u l a r l y  s i n c e  w e  h a v e  the b a n k i n g

d i r e c t o r  h e r e  a s  w e l l , w h a t  i m p a c t  w i l l  t h i s  b i l l  h a v e  o n  t h e  

b a n k i n g  c D d e ?
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P R O F E S S O R  F E S S L E R :  W ell, b a s i c a l l y ,  y o u  are a s k i n g  m e  a q u e s t i o n
t h a t  I a m  a f r a i d  t h a t  I c a n n o t  a n s wer.

S E N A T O R  R O D E Y :  I a l w a y s  w a n t e d  to a s k  a p r o f e s s o r  a q u e s t i o n  t h a t
h e  c o u l d n ' t  a n s w e r .

P R O F E S S O R  F E S S L E R :  T h i s  d o e s  n o t  a d d r e s s  b a n k i n g  a n d  c o r p o r a t i o n s .

H E N R Y  L A N C A S T E R :  S e p a r a t e  t i t l e s  also.

S E N A T O R  R O D E Y :  Yes, I k n o w  that. Is there, w h i c h  is the r e a s o n
I as k e d ,  as y o u  know, w h e n  y o u  d r a f t  c o r p o r a t e  a r t i c l e s  n o w  as a 
l a w y e r  y o u  say e x c e p t  f o r  i n s u r a n c e  a n d  b a n k i n g  in the S t a t e  of 
A l a s k a  is t h e  m a g i c  w o r d s  t h a t  y o u  p u t  in. B u t  is t h e r e  a n y t h i n g  
in the b i l l  t h a t  w o u l d  a f f e c t  b a n k i n g ?

P R O F E S S O R  F E S S L E R :  S i nce b a n k s  c a n n o t  b e  f o r m e d  u n d e r  the terms
o f  t h i s  act, 1 w o u l d  s a y  t h a t  t h e r e  w o u l d  be  n o t h i n g  in  this a c t  
w h x c h  w o u l d  d i r e c t l y  a f f e c t  b a n k i n g .

S E N A T O R  R O D E Y :  I w a n t e d  to p u t  t h a t  on the r e c o r d .

P R O F E S S O R  F E S S L E R :  Well., I t h i n k  th a t  w o u l d  b e  m y  o p inion. I
w a s  'Trying to r e m e m b e r ,  I t h i n k  s e v e r a l  y e a r s  ago the c o m m i s s i o n  
d e c i d e d  to s t i c k  w i t h  the b a s i c  s c h e m e  w h i c h  w a s  that the c u r r e n t  
A l a s k a  C o r p o r a t i o n s  C o d e  do e s  n o t  e x t e n d  to b a n k i n g .  It is 
r e c e i v i n g  d i s c r e e t  s t a t u t o r y  t r e a t m e n t ,  a n d  so it c o n t i n u e s  to 
do s o .

S E N A T O R  R O D E Y :  T h a t  a n s w e r s  m y  q u e s t i o n ,  a n d  m any, m a n y  b a n k e r s
w i l l  p r o b a b l y  r e s t  easier.

P R O F E S S O R  F E S S L E R :  W e ll, I a s s u m e  it w i l l  n o t  be b e c a u s e  o f  the
e n h a n c e d  f i d u c i a r y  o b l i g a t i o n s  th a t  a r e  d e f i n e d  in th i s  code.
T h e  b a n k e r s  w i l l  b e  r e s t i n g  e a s i e r ,  b u t  they are n o t  co v e r e d ,  
m e r e l y  b e c a u s e  th e y  w o u l d  b e  s u p e r f l u o u s  . . .

S E N A T O R  R O D E Y :  T h e y  b e c o m e  n e r v o u s  w h e n  a n y b o d y  a t t e m p t s  to
c h a n g e  the law.

P R O F E S S O R  F E S S L E R :  If I c o u l d  g e n e r a l l y  in terms o f  s u g g e s t i n g
t h a t  a r e a s  that y o u  m i g h t  w i s h  to l o o k  in t o  f o r  v a r i o u s  s e n a t o r s  
a n d  r e p r e s e n t a t i v e s  a n d  c o m m i t t e e s  o f  the l e g i s l a t u r e .  A r t i c l e  
4 o f  this a c t  d e a l s  w i t h  c o r p o r a t e  f i n a n c e .  It b r i n g s  a b o u t  a 
s u g g e s t e d  r e f o r m  th a t  I t h i n k  w i l l  b e  m o s t  w e l c o m e  in the state.
O n e  o f  the m o s t  d i f f i c u l t  l e g a l  i s s u e s  o f  the p r e s e n t  time is to 
d e c i d e  w h e n  it is l i c i t  f o r  c o r p o r a t e  m a n a g e m e n t  to m a k e  a d i s t r i­
b u t i o n  of  c o r p o r a t e  a s s e t s  to the b e n e f i c i a l  o w n e r s ,  m o s t  c o m m o n l y  
in t h e  f o r m  of  p a y m e n t  o f  d i v i d e n d s .  T h e  d i f f i c u l t y  h a s  b e e n  t h a t  
t he l e g a l  p r o f e s s i o n  in the 1 9 2 0 ’s b e g a n  to i n t r u d e  c o n c e p t s  w h i c h  
w e r e  a p p a r e n t l y  m e a n i n g f u l  to l a w y e r s , c o n c e p t s  s u c h  as e a r n e d  
s u r p l u s ,  r e d u c t i o n  s u r p L u s ,  w h i c h  h a d  n o  m e a n i n g  t h e n  or n o w  to
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a c c o u n t a n t s .  T h e y  a l s o  h a d  n o  m e a n i n g  then or n o w  to i n d i v i d u a l s  
w h o  a r e  in the b u s i n e s s  w o r l d .  C o n s e q u e n t l y ,  w e  h a v e  the so r t  of 
A l i c e  i n  W o n d e r l a n d  b u s i n e s s  o f  the l a w  s p e a k i n g  o n e  l a n g u a g e  
v e n e r a t i n g  c e r t a i n  v e r y  ill d e f i n e d  v a l u e  j u d g m e n t s  w i t h  r e g a r d  
to this b a s i c  issue, a n d  the a c c o u n t i n g  p r o f e s s i o n  w h i c h  w a s  
c h a r g e d  w i t h  o b e y i n g  the l a w  or  k e e p i n g  a c c o u n t i n g  c l i e n t s  w i t h i n  
the law, a n d  m e n  a n d  w o m e n  o f  g o o d  f a i t h  d e s i r o u s  of  o b e y i n g  rhe 
l a w  in a n  a b y s m a l  s t a t e  o f  i g n o r a n c e  as to w h a t  e x a c t l y  it w a s  
t h a t  t h e  l a w  w a n t e d .  Now, C a l i f o r n i a  in the 1 9 7 0 ' s  s p e n t  a g r e a t  
d e a l  o f  t i m e  and n o  l i t t l e  t r e a s u r e  a t t e m p t i n g  to s o l v e  this 
q u e s t i o n .  T n e y  c a m e  u p  w i t h  a s c h e m e  w h i c h  is c a l l e d  the r a t i o /  
a s s e t s  s u r p l u s  test. A n d  w i t h  v e r y  m i n o r  m o d i f i c a t i o n s ,  that is 
t h e  b a s i s  o f  A r t i c l e  4 o f  this p r o p o s e d  bill. It a n s w e r s  the 
v e r y  p r i m i t i v e  q u e s t i o n  o f  w h e n  c a n  a c o r p o r a t i o n  m a k e  a l i c i t  
d i s t r i b u t i o n  o f  a s s e t s  w i t h  a v e r y  s i m p l e  answer. A n y  time the 
a s s e t s  o f  the c o r p o r a t i o n  e x c e e d  its l i a b i l i t i e s  b y  a r a t i o  of 
f i v e  d o l l a r s  o f  a s s e t s  to f o u r  d o l l a r s  o f  l i a b i l i t i e s .  A n y  c o r­
p o r a t e  a s s e t s  b e y o n d  t h a t  r a t i o  a r e  f r e e  to m a k e  d i s t r i b u t i o n s  to 
s h a r e h o l d e r s .  So t h a t  if a c o r p o r a t i o n  h a s  f i v e  h u n d r e d  t h o u s a n d  
d o l l a r s  i n  a s s e t s  a n d  f o u r  h u n d r e d  t h o u s a n d  d o l l a r s  in l i a b i l i t i e s ,  
it c o u l d  m a k e  no d i s t r i b u t i o n  to s h a r e h o l d e r s  at all. If it h a d  
s i x  h u n d r e d  t h o u s a n d  d o l l a r s  in a s s e t s  a n d  f o u r  h u n d r e d  t h o u s a n d  
d o l l a r s  i n  l i a b i l i t i e s ,  it c o u l d  m a k e  a d i s t r i b u t i o n  u p  to one 
h u n d r e d  t h o u s a n d  d o l l a r s  at w h i c h  p o i n t  its a s s e t s  w o u l d  h a v e  b e e n  
b r o u g h t  in t o  the s t a t u t o r y  e q u i l i b r i u m  o f  l i a b i l i t i e s ,  and no 
f u r t h e r  d i s t r i b u t i o n  w o u l d  b e  licit. T h e r e  is a f u r t h e r  c a v e a t .
T h e  s t a t u t e  does t a k e  in t o  a c c o u n t  t h a t  t h e r e  is a b i g  d i s t i n c t i o n  
b e t w e e n  f i x e d  a n d  c u r r e n t  a s s e t s .  If a c o r p o r a t i o n  w h i c h  h a d  m o s t  
o f  its a s s e t s  ti e d  up in i l l i q u i d  m a t t e r s  s u c h  as l a n d  or a 
f a c t o r y  a n d  h a d  in its l i a b i l i t i e s  r e c u r r e n t ,  s h o r t - t e r m  m o n e y  
o b l i g a t i o n s ,  e v e n  t h o u g h  the t o t a l  r a t i o  o f  a s s e t s  to l i a b i l i t i e s  
m i g h t  m e e t  the so c a l l e d  r a t i o / a s s e t s  s u r p l u s  test, t h e r e  is a 
r e q u i r e m e n t  that g i v i n g  a p r o s p e c t i v e  e f f e c t  of the p r o p o s e d  d i s ­
t r i b u t i o n  t h a t  c u r r e n t  a s s e t s ,  w h i c h  is a t e r m  of art to a c c o u n t­
ants, e q u a l  c u r r e n t  l i a b i l i t i e s ,  a n o t h e r  t e r m  of a r t  to a c c o u n t a n t s , 
T h e  b a s i c  s c h e m e  h e r e  w i t h  r e g a r d  to all a c c o u n t i n g  c o n c e p t s  is 
to l e a v e  t h e m  to the e v o l v e d  u n d e r s t a n d i n g  o f  the a c c o u n t i n g  p r o ­
fes si o n .  Y o u  w i l l  n o t i c e  h e r e  that the s t a t u t e  do e s  n o t  c o n t a i n  
d e f i n i t i o n s  of a c c o u n t i n g  c o n c e p t s  at all. It s i m p l y  says t h a t  in 
r e c k o n i n g  the r a t i o / a s s e t s  s u r p l u s  test, t h a t  m a n a g e m e n t  is to b e  
g u i d e d  b y  the d e c i s i o n s  or  r e c o m m e n d a t i o n s  o f  m e m b e r s  o f  the 
C e r t i f i e d  P u b l i c  A c c o u n t i n g  field. So as th e y  e v o l v e  t h e i r  v a r i o u s  
u n d e r s t a n d i n g s ,  o u r  a c t  w i l l  a l s o  b e n e f i c i a l l y  evolve. W e  w i l l  
n e v e r  b e  w e d d e d  to a set o f  a c c o u n t i n g  p r i n c i p l e s  w h i c h  are c o n­
s t a n t l y  b e i n g  e r o d e d  as t h e y  a r e  b e i n g  i m p r o v e d  b y  the a c c o u n t i n g  
p r o f e s s i o n .  So that I t h i n k  that r e f o r m  w i l l  be  v e r y  d e d u c i b l e  
in a l l o w i n g  p e o p l e  to b e  prudential'ly a d v i s e d  n o w  o r  f r e q u e n t l y  
to b e  a b l e  to get a l o n g  w i t h o u t  the n e e d e d  a d v i c e ,  b e c a u s e  it is 
a f a i r l y  e a s y  te s t  for a c c o u n t a n t s  to apply. So th a t  in A l a s k a  
at the p r e s e n t  time, y o u  h a v e  a s t a t u t e  w h i c h  c o n t a i n s  e l e m e n t s  
o f  two a n t i q u a t e d  tests, the so c a l l e d  e a r n e d  s u r p l u s  test a n d
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the b a l a n c e  s h e e t  s u r p l u s  test, are u s e d  b y  v a r i o u s  j u r i s d i c t i o n s  
t h a t  h a v e  a m o d e l  act. In o t h e r  w o r d s , if y o u  l o o k  at our s t a t u­
t o r y  l a n g u a g e  it d o e s n ' t  d e f i n e  the test. If y o u  t h e n  look at 
o t h e r  s t a t e s  th a t  h a v e  s i m i l a r  s t a t u t o r y  language, y o u  run in t o  
a s e a  o f  c o n f u s i o n .  S i n c e  w e  h a v e  n o  d e c i s i o n a l  lav/ i n t e r p r e t i n g  
o u r  s t a t u t e ,  a n  a c c o u n t a n t  or  b u s i n e s s w o m a n  in this s t a t e  f a c e s  
o n e  o f  t h e  m o s t  v e x i n g  o f  all d i l e m m a s .  A  s t a t u t e  w h i c h  we  h a v e  
n o t  i n t e r p r e t e d  w h i c h  f a c e s  d i v e r g e n t  and f r a n k l y  at w a r  i n t e r­
p r e t a t i o n s  of o t h e r  j u r i s d i c t i o n s .  T h a t  w o u l d  all b e  swept a s i d e  
and r e p l a c e d  n o w  by f a i r l y  e a s i l y  u n d e r s t o o d  c o n c e p t s .

S E N A T O R  R O D E Y :  C o u l d  y o u  d e a l  w i t h  the q u e s t i o n  o f  the s e c o n d a r y
l i a b i l i t y  of  d i r e c t o r s .  I t h i n k  t h a t ' s  an  i m p o r t a n t  one. O b ­
v i o u s l y  t h e r e  a r e  p r o b l e m s  in this j u r i s d i c t i o n  in that area, a n d  
it w o u l d  p r o b a b l y  b e  o n e  of the m o r e  c o n t r o v e r s i a l  a s p e c t s  o f  the 
b ill.

P R O F E S S O R  F E S S L E R :  Yes, o n e  o f  the m o s t  d i f f i c u l t  q u e s t i o n s  that
I t h i n k  t h e  l e g i s l a t u r e  m a y  w e l l  w i s h  to f a c e  is the id e a  of  c o r­
p o r a t i o n s  b e i n g  u s e d  in a m a n n e r  w h i c h  is very, v e r y  u n l i k e  the 
c l a s s i c a l  i m a g e  of a c o r p o r a t i o n .  R e m e m b e r  n o w  I a m  t a l k i n g  a b o u t  
l i m i t e d  l i a b i l i t y .  T h e  c o r p o r a t i o n  is the o n l y  v e h i c l e  for the 
c o n d u c t  o f  b u s i n e s s  w h i c h  c a r r i e s  w i t h  it the p r e s u m p t i o n  of 
l i m i t e d  l i a b i l i t y  f o r  a l l  p a r t i c i p a n t s .  For b o t h  tort and c o n­
t r a c t  c l a i m a n t s  the t h e o r y  is that the a s s e t s  of th i n d i v i d u a l  
s h a r e h o l d e r s  a r e  n o t  at r i s k  b e y o n d  the a s s e t s  w h i c h  they h a v e  
c o n t r i b u t e d  b y  the w a y  o f  c a p i t a l i s a t i o n  o f  c o r p o r a t i o n  in s u b­
s c r i b i n g  for stock. L i m i t e d  l i a b i l i t y  w a s  e x t e n d e d  to c o r p o r a­
t i o n s  in the U n i t e d  S t a t e s  in the 1 9 t h  C e n t u r y  on the a s s u m p t i o n  
th a t  th i s  p e r m i t t e d  i n d i v i d u a l s  w h o  w e r e  r i s k e d  at first, b u t  w h o  
h a d  s u r p l u s  a s s e t s  to g i v e  t h o s e  a s s e t s  o v e r  to i n d i v i d u a l s  w h o  
w e r e  w i t h o u t  a s s e t s  t h e m s e l v e s ,  b u t  w h o  h a d  m a n a g e m e n t  talents 
a n d  w e r e  v e r y  i n t e r e s t e d  in t a k i n g  o t h e r  p e o p l e ' s  m o n e y  and d e­
v e l o p i n g  t h e m  i n t o  b u s i n e s s e s  w h i c h  w o u l d  l a t e r  on b e c o m e  inanu- 
f c t u r e r s  a n d  e m p l o y e r s .  And, in o t h e r  w o r d s ,  m a j o r  e c o n o m i c  
e n t i t i e s  for the b e n e f i t  of e v e r y b o d y .  L i m i t e d  l i a b i l i t y  to t h o s e  
s h a r e h o l d e r s  w a s  t h o u g h t  to b e  e s s e n t i a l  b e c a u s e  the s h a r e h o l d e r s  
a l m o s t  b y  d e f i n i t i o n  w e r e  g o i n g  to p l a y  an e x t r e m e l y  p a s s i v e  r o l e  
in the c o r p o r a t i o n .  H a v i n g  l a r g e  p u b l i c  i s s u e  c o r p o r a t i o n s  today, 
t h a t  is s t i l l  g e n e r a l l y  true. I h a v e  i n h e r i t e d  f i f t e e n  sh a r e s  of 
s t o c k  in W e s t e r n  U n i o n  C o r p o r a t i o n ,  a n  e n t i t y  for w h a t e v e r  v i r t u e s  
it m a y  h a v e ,  I w o u l d  s t a t e  o n  the r e c o r d  has n e v e r  p r o d u c e d  l a r g e  
d i v i d e n d s  for m e  a n d  is an e n t i t y  w h i c h  h a s  h a d  s o m e  s u b s t a n t i a l  
d i f f i c u l t i e s .  T h e r e  is l i t e r a l l y  n o t h i n g  w h i c h  I as an o w n e r  o f  
f i f t e e n  s h a r e s  in W e s t e r n  U n i o n  c a n  do to m e a n i n g f u l l y  i n f l u e n c e  
the b u s i n e s s  d e c i s i o n s  o f  t h o s e  in m a n a g e m e n t  of  W e s t e r n  Union.
T h e  n o t i o n  th a t  I s h o u l d  e n j o y  l i m i t e d  l i a b i l i t y  for the d e b t s  of 
W e s t e r n  U n i o n  or e v e n  the to r t  c l a i m s  a g a i n s t  W e s t e r n  U n i o n  is 
p r o b a b l y  s e n s e l e s s .  But s i n c e  1950, a n d  t h e r e  h a v e  b e e n  s e v e r a l  
b o o k s ,  if y o u  e v e r  fly o n  a n  a i r l i n e r ,  y o u  a r e  a w a r e  that y o u  
s e e  c o n s t a n t l y  ads in all the a i r l i n e  m a g a z i n e s ,  h o w  to set up
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y o u r  o w n  c o r p o r a t i o n .  So y o u ' v e  b e e n  b a n k r u p t  fi v e  times, so y o u  
d o n ' t  h a v e  a n y  a s s e t s ,  etc., you, too, c a n  h a v e  a g r e a t  t a x  dodge. 
Y o u  d o n ' t  h a v e  to p u t  up a n y  m o n e y  at all, a n d  n o n e  o f  y o u r  p e r ­
son a l  a s s e t s  a r e  at r i s k  h e r e .  T h e  s a d  p a r t  a b o u t  th a t  fo r t y -  
n i n e  d o l l a r  trap is that it is p r e t t y  m u c h  true. A n d  I t h i n k  it 
b e c a m e  tr u e  n o t  b e c a u s e  a n y  l e g i s l a t u r e  in any s t a t e  e v e r  s a i d  
t h a t  th a t  s h o u l d  b e  w h a t  w o u l d  h a p p e n .  T h a t  I as a o n e  s i n g l e  
s o l e  c o u l d  i n c o r p o r a t e  m y s e l f ,  or that two or t h r e e  p e o p l e  c o u l d  
i n c o r p o r a t e ,  p u t  u p  a f e w  d o l l a r s  in a s s e t s ,  c o n d u c t  the b u s i n e s s  
so l o n g  as it w a s  to o u r  i n t e r e s t s .  A n d  w h e n  it w a s  no  l o n g e r  to 
o u r  s e l f  a d v a n t a g e  to s i m p l y  w a l k  a w a y  f r o m  that b u s i n e s s  in this 
s t a t e  a n d  y o u  a r e  n o t  at all u n i q u e .  Y o u  h a v e  s e v e r a l  t h o u s a n d  
m o r e  c o r p o r a t i o n s  that y o u  h a v e n ' t  h e a r d  f r o m  in m o n t h s  o r  years. 
T h e y  w e r e  n e v e r  d i s s o l v e d .  T h e y  j u s t  w e n t  away. A n d  th e y  l i k e l y  
w e n t  a w a y  o w i n g  l o t s  o f  r e l a t i v e l y  s m a l l  p e o p l e  m o n e y  that to 
t h o s e  i n d i v i d u a l s  m e a n t  a lot. T h e r e  w e r e  e m p l o y e e s  w h o  w e r e n ' t  
paid, a n d  t h e n  t h e y  f o u n d  o u t  th a t  the o w n e r  of  the b u s i n e s s  d i d n ' t  
o w e  t h e m  the m o n e y  b e c a u s e  b u s i n e s s  h a d  b e e n  i n c o r p o r a t e d .  T h e r e  
w e r e  m a t e r i a l m e n  a n d  s u p p l i e r s  w h o  w e r e  n o t  p a i d  b e c a u s e  the 
b u s i n e s s  h a d  b e e n  i n c o r p o r a t e d .  T h e  s a m e  e n t e r p r i s e r  n o t  i n f r e­
q u e n t l y  g o e s  o n  the s t a r t  a n o t h e r  b u s i n e s s  in a n o t h e r  c o r p o r a t e  
p e r s o n n a  a n d  o p e r a t e  that b u s i n e s s  so l o n g  as it is c o n v e n i e n t .
In o t h e r  w o r d s ,  w h a t  I a m  s u g g e s t i n g  is that l i m i t e d  l i a b i l i t y ,  
j u s t  as the a i r l i n e  m a g a z i n e s  n o w  a d v e r t i s e ,  has b e c o m e  a v ery, 
v e r y  s i m p l e  m e a n s  of  a b u s i n g  o n e ' s  c r e d i t o r s .  Y o u  c a n  o n l y  take 
b a n k r u p t c y  o n c e  e v e r y  s i x  y e a r s ,  b u t  y o u  can w a l k  a w a y  f r o m  a 
c o r p o r a t i o n  o n c e  e v e r y  s i x  days, a n d  t h e r e  is n o t h i n g  i l l e g a l  
a b o u t  it. B a n k s  a r e n ' t  too i n t e r e s t e d  in this p r o b l e m .  I n s u r a n c e  
c o m p a n i e s  a n d  o t h e r  i n s t i t u t i o n a l  l e n d e r s  are n o t  too c o n c e r n e d  
a b o u t  this p r o b l e m ,  b e c a u s e  w h e n  an  i n d i v i d u a l  in a b u s i n e s s  g o e s  
to t h e m  a n d  w a n t s  to b o r r o w  m o n e y  th e y  a l w a y s  a s k  f o r  i n d i v i d u a l  
c o s i g n e r s .  T h e y  a s k  for the i n c u r s i o n  of p e r s o n a l  l i a b i l i t y .
T h e  p e o p l e  w h o  a r e  the f a l l  g u y s  in this s i t u a t i o n  a r e  the 
h u n d r e d s  of  s m a l l  c r e d i t o r s  w h o  e x t e n d  c r e d i t  o n  o p e n  a c c o u n t .
So, o n e  o f  the q u e s t i o n s  w h i c h  w a s  d e b a t e d  at l e n g t h  in the C o d e  
R e v i s i o n  C o m m i s s i o n  w a s  w h a t  c o u l d  be  d o n e  to m a k e  p e o p l e  r u n n i n g  
c o r p o r a t i o n s  h a v e  an> g r e a t e r  s e n s e  o f  r e s p o n s i b i l i t y  to c r e d i t o r s .  
In theory, of  c o u r s e ,  e a c h  o f  y o u  w h o  is a l a w y e r  w e l l  k n o w s , 
that l i m i t e d  l i a b i l i t y  h a s  n e v e r  b e e n  g u a r a n t e e d ,  a n d  t h e r e  are 
n u m e r o u s  c o m m o n  l a w  d o c t r i n e s  for q u o t e  p i e r c i n g  the c o r p o r a t e  
veil. Indeed, in C a l i f o r n i a  the id e a  that the b u s i n e s s  h a s  b e e n  
t h i n l y  c a p i t a l i z e d ,  a t e r m  n o t  w e l l  d e f i n e d  b u t  at l e a s t  w e l l  
c o n c e p t u a l i z e d ,  is a g r o u n d  f o r  a c o u r t  to o v e r t u r n  the l i m i t e d  
l i a b i l i t y  o f  s o m e  or  all the s h a r e h o l d e r s . B u t  if y o u  a r e  an 
i n d i v i d u a l  w h o  h a s  a fo u r  o r  f i v e  t h o u s a n d  d o l l a r  c l a i m  a g a i n s t  
the b u s i n e s s ,  y o u  c e r t a i n l y  do  n o t  h a v e  the a s s e t s  to p r o s e c u t e  
t h r o u g h  the c o u r t  s y s t e m  a s u i t  d e s i g n e d  to p i e r c e  the c o r p o r a t e  
v e i l  a n d  g a i n  the p e r s o n a l  l i a b i l i t y  o f  s h a r e h o l d e r s  w h o  h a v e  
a b u s i v e l y  c o n d u c t e d  b u s i n e s s  in the c o r p o r a t e  forum. T h e  time 
a n d  c o s t  o f  l i t i g a t i o n  m e a n s  this is a f a i r l y  a v a i l i n g  s t r a t e g y .
N o w  N e w  York, w h i c h  w a s  the f i r s t  m a j o r  A m e r i c a n  j u r i s d i c t i o n  to
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permit: c o r p o r a t i o n s  to c o m e  in t o  e x i s t e n c e ,  h a s  n e v e r  g r a n t e d  
t o t a l  l i m i t e d  l i a b i l i t y .  T h i s  is n o t  w e l l  k n o w n  o u t s i d e  of M e w  
Y o r k ,  b u t  it h a s  b e e n  the c o n t e n t  of  N e w  Y o r k  s t a t u t o r y  l a w  f r o m  
1 8 3 4  u n t i l  this a f t e r n o o n .  A n d  th e y  a p p e a r  to h a v e  no i n t e n t i o n  
o f  c h a n g i n g  it. I n  N e w  Y o r k  w i t h  r e g a r d  to e m p l o y e e  cl a i m s  to 
c o m p e n s a t i o n ,  w a g e s  owed, etc., the ten l a r g e s t  s h a r e h o l d e r s  in 
the c o r p o r a t i o n  h a v e  a l w a y s  b e e n  t o t a l l y  s t a t u t o r i l y  liable, 
j o i n t l y  a n d  s e v e r a l l y ,  in t h e i r  p e r s o n a l  asse t s .  N o w  the p r o b l e m  
i s n ' t  l i m i t e d  j u s t  to e m p l o y e e s ,  a n d  w e  fe l t  that p u t t i n g  the 
l i a b i l i t y  o n  the t e n  l a r g e s t  s h a r e h o l d e r s  w a s  n o t  the b e s t  w a y  to 
go. M o s t  c o r p o r a t i o n s  d o i n g  b u s i n e s s  u n d e r  the A l a s k a  C o r p o r a­
tio n s  C o d e  as it e x i s t s  t o d a y  w o u l d  h a v e  f e w e r  t h a n  ten s h a r e­
ho l d e r s .  S o m e  of  t h o s e  s h a r e h o l d e r s  w o u l d  be  v e r y  a c t i v e  in the 
c o n d u c t  o f  the b u s i n e s s  b u t  o t h e r s  m i g h t  b e  q u i t e  p a s s i v e ,  e i t h e r  
b e c a u s e  t h e y  h a v e  r e t i r e d ,  t h e y  a r e  the s u r v i v i n g  s p o u s e s  of 
i n d i v i d u a l s  w h o  w e r e  a c t i v e  in the b u s i n e s s ,  or t h e y  h a v e  i n h e r i t e d  
s t o c k  f r o m  p a r e n t s  w h o  w e r e  a c t i v e  in the b u s i n e s s ,  or b e c a u s e  
t h e y  n e v e r  p l a n n e d  to b e  a c t i v e  in the b u s i n e s s  to b e g i n  w i th. 
T h e r e f o r e ,  p u t t i n g  l i a b i l i t y  on  t h o s e  i n d i v i d u a l s  s e e m e d  to be 
p u t t i n g  l i a b i l i t y  o n  i n d i v i d u a l s  w h o  h a v e  n o t  m a d e  the d e c i s i o n s  
w h i c h  c r e a t e d  the l i a b i l i t y  to t h i r d  p a r t y  c l a i m a n t s .  So, the 
a c t  h a s  c o m e  up w i t h  this n o t i o n  o f  s e c o n d a r y  l i a b i l i t y  of o f f i c e r s  
a n d  d i r e c t o r s .  T h o s e  a r e  the p e o p l e  w h o  m a k e  the b u s i n e s s  d e­
ci s i o n s .  T h e y  i n c u r  the l i a b i l i t i e s  to t h i r d  p a r t i e s .  T h e y  a r e  
a c t i v e .  If the l e g i s l a t u r e  w e r e  to a d o p t  the C o d e  R e v i s i o n  C o m­
m i s s i o n ' s  r e c o m m e n d a t i o n s ,  d i r e c t o r s  a n d  c e r t a i n  n a m e d  o f f i c e r s  
o f  the c o r p o r a t i o n ,  or i n d i v i d u a l s  w h o  w e r e  d i s c h a r g i n g  the 
f u n c t i o n s  o f  t h o s e  o f f i c e s  e v e n  if th e y  w e r e  g i v e n  d i f f e r e n t  
t i t l e s .  Y o u  c a n  see that if the p r e s i d e n t  o f  the c o r p o r a t i o n  
has s t a t u t o r y  l i a b i l i t y ,  y o u  m i g h t  try to c r e a t e  a c o r p o r a t i o n  
t h a t  h a d  a g r e a t  p o o h - b a h  b u t  n o  p r e s i d e n t  on the t h e o r y  that n o ­
b o d y  w o u l d  be b e h i n d  the l a b e l  to w h o m  the s t a t u t e  c a n  p i n  the 
l i a b i l i t y .  So the p e r s o n s  w h o  w o u l d  o c c u p y  a n d  d i s c h a r g e  the 
f u n c t i o n s  w h i c h  w e r e  n o r m a l l y  to be a t t r i b u t e d  to the p r e s i d e n t ,  
v i c e  p r e s i d e n t ,  etc., of the c o r p o r a t i o n  a r e  l i a b l e  to c r e d i t o r s  
f o r  an a m o u n t  up to t w e n t y - f i v e  t h o u s a n d  d o l l a r s .  Now, that is 
p e r  c r e d i t o r .  So t h e r e  c o u l d  be v e r y  s i g n i f i c a n t  l i a b i l i t y  u n d e r  
t h i s  s t a t u t e .  If y o u  h a v e  ten c r e d i t o r s  then t h e r e  c o u l d  b e  a 
q u a r t e r  o f  a m i l l i o n  d o l l a r s  in t o tal l i a b i l i t y  here. The 
l i a b i l i t y  is j o i n t  l i a b i l i t y  w i t h  the r i g h t  o f  c o n t r i b u t i o n .
T h e  l i a b i l i t y  e x t e n d s  in f a v o r  of a s t a t u t o r i l y  d e f i n e d  c l a s s  of 
c r e d i t o r s .  T h o s e  c r e d i t o r s  i n c l u d e  e m p l o y e e s ,  m a t e r i a l m e n  a n d  
s u p p l i e r s  a n d  o t h e r s  w h o  e x t e n d  c r e d i t  to the c o r p o r a t i o n  on 
o p e n  a c c o u n t .  T h e  l i a b i l i t y  is n o t  m a n d a t o r y .  T h e  s t a t u t e  
s p e c i f i c a l l y  says, a n d  s o m e  i n d i v i d u a l s  w h o  r e a d  this s t a t u t e  
h a v e  e i t h e r  r e f u s e d  to r e c o g n i z e  that this is the w a y  it is 
w r i t t e n  o r  they j u s t  s i m p l y  d o n ' t  w i s h  to r e a d  it c a r e f u l l y .
T h e  s t a L u t e  p l a i n l y  says that the l i a b i l i t y  w h i c h  w a s  c r e a t e d  
c a n  be c o n t r a c t e d  away. I n  o t h e r  w o r d s ,  in w r i t i n g  a n y  i n d i v i­
du a l  w h o  is m a d e  the b e n e f i c i a r y  o f  this l i a b i l i t y  can r e l e a s e



a n y  or  a l l  of the i n d i v i d u a l s  w h o  a r e  i n c u r r i n g  the l i a b i l i t y .
T h e r e f o r e ,  if the c o r p o r a t i o n  a n d  its o f f i c e r s  a n d  d i r e c t o r s  d e ­
s i r e  to do b u s i n e s s  if y o u  r a n  a r e s t a u r a n t  in this t o w n  a n d  y o u  
h a b i t u a l l y  b o u g h t  f r e s h  f i s h  d o w n  o n  t h e  w h a r v e s .  A l m o s t  a l w a y s  
t h a t  is p r e s e n t l y  s o l d  to y o u  on o p e n  a c c o u n t .  Y o u  g e t  a l i t t l e
b i l l  c-1 the e n d  o f  the m o n t h .  T h e r e  is n o t h i n g  in w r i t i n g .  A t
the p r e s e n t  time if y o u  c l o s e d  the r e s t a u r a n t  a n d  w a l k  a w a y  f r o m  
it, the i n d i v i d u a l  to w h o m  y o u  o w e  f i v e  t h o u s a n d  d o l l a r s  or 
ten t h o u s a n d  or t w e l v e  t h o u s a n d  d o l l a r s  for f i s h  if y o u  i n c o r­
p o r a t e  t h e  b u s i n e s s  h a s  n o  t a c t i c a l  r e c o u r s e  a g a i n s t  you. H e  
c a n ' t  a f f o r d  to g e t  a lawyer, h e  c a n ' t  a f f o r d  to try to p i e r c e  
the c o r p o r a t e  veil, h e  j u s t  eats the loss. Now, y o u  c o u l d  go to 
th a t  i n d i v i d u a l  a n d  s a y  do y o u  r e a l i z e  th a t  m y  r e s t a u r a n t  is a 
c o r p o r a t i o n ,  a n d  I w o u l d  l i k e  y o u  to a g r e e  that in the e v e n t  th a t  
this b u s i n e s s  fails, y o u  w i l l  r i g h t  h e r e  in w r i t i n g  s t a t e  a n d  
y o u  w i l l  n o t  l o o k  to a n y  o f  us for p a y m e n t ,  b u t  y o u  w i l l  a c c e p t  
w h a t e v e r  p a y m e n t  the c o r p o r a t i o n  is a b l e  to m ake. B u t  u n l e s s  
the c o r p o r a t i o n  t akes the p r e c a u t i o n  to g a i n  the w r i t t e n  r e l e a s e  
o f  r e d u c t i o n  of that l i a b i l i t y ,  it is o p e n  to t o t a l  c o n t r a c t u a l  
m o d i f i c a t i o n .  T h i s  s t a t u t e  w o u l d  c r e a t e  that s e c o n d a r y  l i a b i l i t y .

J E F F  B E R R Y :  Is that p r o v i s i o n  in the s t a t u t e ?

P R O F E S S O R  F E S S L E R :  It c e r t a i n l y  is

J E F F  BE R R Y :  So an  e m p l o y e r  c o u l d  g o  to an e m p l o y e e  a n d  s a y  it is
a t e r m  o r  c o n d i t i o n  o f  y o u r  e m p l o y m e n t  that y o u  m u s t  r e l e a s e  us 
f r o m  a n y  l i a b i l i t y  if w e  s t r i p  the c o r p o r a t i o n .

P R O F E S S O R  F E S S L E R :  If w e  w h a t ?

J E F F  BE R R Y :  S t r i p  the c o r p o r a t i o n .  In o t h e r  w o r d s ,  s t r i p  all
the a s s e t s  out a l o n g  the way.

P R O F E S S O R  F E S S L E R :  W e l l ,  t h a t  w o u l d  c e r t a i n l y  b e  d o n e  in form,
sir, b u t  I m e a n  w h e t h e r  o r  n o t  that c o n t r a c t  w o u l d  s t a n d  up 
a g a i n s t  a n  a s s a u l t  in c o u l d  w o u l d  b e  a n o t h e r  q u e s t i o n .  A n d  t h e r e  
a r e  g o i n g  to b e  s o m e  p r o b l e m s  w i t h  a l l o w i n g  this c o n t r a c t u a l  m o d i ­
fi c a t i o n .  Yovi p o s e  a v e r y  d i f f i c u l t  o n e  of the e m p l o y e r  s a y i n g  
to s o m e b o d y ,  I w a n t  y o u r  c o n s c i e n c e ,  y o u r  c o n s c i o u s  w a i v e r  of 
this r i g h t  y o u  have. N o t  o n  the t h e o r y  that I a m  g o i n g  to s t r i p  
the c o r p o r a t i o n ,  b u t  th a t  I a m  n o t  g u a r a n t e e i n g  that this b u s i n e s s  
w i l l  be  s u c c e s s f u l .  And, t h e r e f o r e ,  I w a n t  y o u  to h e l p  s h a r e  the 
r i s k  w i t h  m e  if the b u s i n e s s  . . . [END O F  F I R S T  S I D E  O F  TAPE] 
o f  the c o m m i s s i o n .  I w o u l d  f i n d  th a t  this is p r o b a b l y  a t o l e r a b l e  
p a t t e r n  o f  b e h a v i o r .

J E F F  B E R R Y : I t h i n k  it w o u l d  r u n  a f o u l  of so m e  l a b o r  l a w s . T h e
r i g h t s  o f  e m p l o y e e s  c a n n o t  b e  w a i v e d  of m i n i m u m  w a g e ,  for i n ­
stance, a n d  that m a y  r u n  a f o u l  to f e d e r a l  l a b o r  l a w  s t a t u t e s  
w h i c h  g u a r a n t e e  c e r t a i n  r i g h t s  so i n d i v i d u a l s  that w o u l d  b e  
s e t t i n g  a t e r m  or c o n d i t i o n  o f  e m p l o y m e n t  that c a n n o t  b e  w a i v e d  .
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J O H N  A B B O T T :  O k a y ,  b u t  y o u  h a v e  to k e e p  in m i n d  t h a t  the p r e s e n t
c o r p o r a t i o n  l a w  d o e s n ' t  p r o v i d e  this c a u s e  of a c t i o n  o r  this 
l i a b i l i t y  a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s .

P R O F E S S O R  F E S S L E R :  So t h e y  d o n ' t  h a v e  t h a t  r i g h t  today.

J O H N  A B B O T T / S E N A T O R  RODEY: T h e y  d o n ' t  r i g h t  now.

J O H N  A B B O T T :  We a r e  n o t  t a l k i n g  a b o u t  d o i n g  a w a y  w i t h  s o m e  p r o ­
t e c t i o n  th a t  e m p l o y e e s  p r e s e n t l y  h ave.

P R O F E S S O R  F E S S L E R :  Y o u  m i g h t  w a n t  to l o o k  into, i n  t e rms o f  the
L a b o r  C o m m i t t e e ,  m i g h t  w i s h  to l o o k  i n t o  the q u e s t i o n  as to 
w h e t h e r  o r  n o t  it t h i n k s  it's a g o o d  i d e a  that e m p l o y e e s  c o u l d  be 
p u t  in a p o s i t i o n  to b e  a s k e d  to w a i v e  this s e c o n d a r y  lia b i l i t y .
B u t  r i g h t  n o w  it ' s  a r i g h t  t h e y  d o n ' t  have. So I d o u b t  t h a t  any 
e x i s t i n g  l e g i s l a t i o n  w o u l d  p r o t e c t  it.

J E F F  B E R R Y :  W e l l ,  if y o u  p u t  it in this form, it m a y  b e  a r i g h t
t h a t  t h e y  w o u l d  n e v e r  have. It w o u l d  e x i s t  only o n  paper.

J O H N  A B B O T T :  No, no. Y o u  a r e  a s s u m i n g  that t h e r e  is s o m e  r i g h t
t h e r e  p r e s e n t l y  t h a t  t h e r e  is not. T h e r e  is . . .

J E F F  BE R R Y :  W e ll, w e  h o p e f u l l y  w o u l d  b e  c r e a t i n g  t h a t  right.

P R O F E S S O R  F E S S L E R / J O H N  A B B O T T :  Sure.

P R O F E S S O R  F E S S L E R :  Yes, t h a t ' s  fine.

J E F F  BERRY: F o r  p o t e n t i a l  a b u s e s  or  for, p a r t i c u l a r  for p o t e n t i a l
a b u s e s  b e c a u s e  t h a t  is r e a l l y  the o n l y  a r e a  chat it  w o u l d  go into. 
If a p e r s o n  h a d  s t a r t e d  a c o r p o r a t i o n  a n d  it failed, they a r e  n o t  
g o i n g  to h a v e  a n y t h i n g  a n y w a y .  A n d  t h e y  are g o i n g  to take e v e r y­
thing  t h a t  they h a v e  t r a d i t i o n a l l y  a n d  a t t e m p t  to s a t i s f y  the 
c r e d i t o r s .  I t h i n k  it is a p r e t t y  s a f e  a s s u m p t i o n  t h a t  w e  c o u l d  
m a k e .  T h e  q u e s t i o n  w o u l d  b e  in t h o s e  c a s e s  w h e r e  t h e y  m a y  h a v e  
t r a n s f e r r e d  the f u n d s  for w h a t e v e r  p u r p o s e s  e l s e w h e r e  a n d  w a l k e d  
away. . . then y o u  m a y  n o t  b e  c r e a t i n g  that right. M a y b e  as far 
as w a g e s ,  c e r t a i n l y  it's a d i f f e r e n t  b a r g a i n i n g  p o s i t i o n ,  e m p l o y e r  
a n d  e m p l o y e e  as o p p o s e d  to that. I a m  w i l l i n g  to o p e n  an a c c o u n t  
w i t h  y o u  a n d  e v e r y t h i n g .  I t h i n k  th a t  t h e r e  is a b a l a n c i n g  e f f e c t  
th a t  w e  c o u l d  q u i t e  p o s s i b l y  l o o k  at  as to say, c a n  a n  e m p l o y e e  
a c t u a l l y  b a r g a i n  w i t h  the e m p l o y e r  o n  a n  equal f o o t i n g .  A n d  th a t  
b a s i s  w o u l d  b e  r e a l l y  c r e a t i n g  a r i g h t  o r  a d i s s e r v i c e ,  p e r h a p s .

P R O F E S S O R  F E S S L E R :  W e l l ,  again, the s e c t i o n  we  a r e  r e f e r r i n g  to,
sir, th a t  e v e r y o n e  c a n  l o o k  at it l a t e r  is s e c t i o n  488, w h i c h  
s h o w s  up at pa g e  67 of SB 246. T h e  g r o u p  of i n d i v i d u a l s  w h o  a r e  
m a d e  l i a b l e  are d e f i n e d  b y  s e c t i o n  4 8 8 ( a ) .  T h e y  a r e  the p r e s i d e n t ,  
s e c r e t a r y  a n d  t r e a s u r e r  or i n d i v i d u a l s  p e r f o r m i n g  t h e  f u n c t i o n s  
of t h o s e  offices. N o t i c e  t h a t  s e c t i o n  488 also e x t e n d s  to f o r e i g n
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c o r p o r a t i o n s  d o i n g  b u s i n e s s  in A l a s k a .  T h i s  is n e c e s s a r y  i f  y o u  
a r e  g o i n g  to c o n c l u d e  a n  e n d  r u n  a r o u n d  w h a t e v e r  t h e  l e g i s l a t u r e  
d o e s  b y  t h e  s i m p l e  e x p e d i e n c e  o f  f o r e i g n  i n c o r p o r a t i o n ,  a n d  then. 
c o m i n g  b a c k  to A l a s k a  to do b u s i n e s s  as a D e l a w a r e  c o r p o r a t i o n ,  
or as a n  O r e g o n  c o r p o r a t i o n ,  or a N e v a d a  c o r p o r a t i o n .  So th a t  
t h i s  a c t  is a p p l i e d  to f o r e i g n  c o r p o r a t i o n s  d o i n g  b u s i n e s s  in the 
s t a t e .  A n d  t h e n  y o u ' l l  n o t i c e  t h a t  t h e r e  is l a n g u a g e  h e r e  that 
s a y s  to t h e  e x t e n t  th a t  the a c t  as a c o r p o r a t e  e n t i t y  p r o v e  i n­
s u f f i c i e n t .  In o t h e r  w o r d s ,  the p e r s o n  s e e k i n g  to b e  c o v e r e d  
u n d e r  s e c t i o n  488 w o u l d  f i r s t  h a v e  to e x h a u s t  the l i a b i l i t y  of 
t h e  c o r p o r a t i o n .  Y o u  c o u l d n ' t  c o m e  a f t e r  a d i r e c t o r  j u s t  b e c a u s e  
t h a t  i n d i v i d u a l  w a s  a m o r e  o b v i o u s  t a r g e t  as a d e f e n d a n t .  Now, 
y o u ' l l  n o t i c e  t h a t  the l i a b i l i t y  is f o r  c o n t r a c t  i n d e b t e d n e s s ,  
w h e t h e r  f o r m a l  or o t h e r w i s e ,  for m a t e r i a l s ,  s u p p l i e s ,  i n v e n t o r y  
or  s e r v i c e s  f u r n i s h e d ,  a n d  t h a t ' s  w h a t  c o v e r s  the e m p l o y e e s .
D u r i n g  t h e  p e r i o d  o f  s e r v i c e ,  so if a d i r e c t o r  w a n t s  to k n o w  h o w  
l o n g  w o u l d  I be  l i a b l e  a n d  f o r  w h a t  a m o u n t .  W e l l ,  it w o u l d  o n l y  
b e  f o r  t h o s e  c o n t r a c t  i n d e b t e d n e s s  c l a i m s  a r i s i n g  d u r i n g  m y  
p e r i o d  o f  s e r v i c e  o n  the b o a r d .  (b) is the p o i n t  t h a t  I w a s  m a k i n g  
a f e w  m i n u t e s  ago. T h e  t e r m s  of  a w r i t t e n  c o n t r a c t ,  n o t  a n  o r a l  
u n d e r s t a n d i n g ,  b u t  a w r i t t e n  c o n t r a c t  b e t w e e n  a c o r p o r a t i o n  a n d  a 
t h i r d  p a r t y  m a y  m o d i f y  o r  p r e c l u d e  l i a bility. A n d  t h e n  (c)
is d e s i g n e d  to k e e p  a l a r g e  c r e d i t o r  f r o m  d i v i d i n g  the c l a i m  a n d  
a s s i g n i n g  t w e n t y  f i v e  t h o u s a n d  d o l l a r  p o r t i o n s  of the c l a i m  to 
f r i e n d s  or f a m i l y  m e m b e r s ,  etc., in o r d e r  to get m o r e  l i a b i l i t y  
t h a n  the l e g i s l a t u r e  i n t e n d s  here. L a r g e  c r e d i t o r s  w e r e  p e r ­
f e c t l y  w i l l i n g  to f e n d  for t h e m s e l v e s  in d e a l i n g  w i t h  c o r p o r a t i o n s .  
It is the s m all p e r s o n  w h o  w e  a r e  i n t e r e s t e d  in p r o t e c t i n g  here.
A n d  t h e n  y o u ' l l  n o t i c e  u n d e r  (d) t h a t  a p a r t y  a g a i n s t  w h o m  a
c l a i m  is a s s e r t e d  u n d e r  this s e c t i o n  is e n t i t l e d  t o  a c o n t r i b u t i o n
f r o m  o t h e r s  u n d e r  (a) so t h a t  t h e r e  is a r i g h t  of c o n t r i b u t i o n  
t h a t  is c r e a t e d  to s p r e a d  t h e  loss. Yes, sir.

J E F F  B E R R 1  : I h a v e  a t a n g e n t i a l  q u e s t i o n ,  s i nce y o u  s a i d  the
w o r d  f o r e  .gn c o r p o r a t i o n .  A  q u e s t i o n  w a s  a s k e d  f r o m  the i n s u r­
a n c e  a d m i n i s t r a t o r .  A t  the c u r r e n t  time the D i r e c t o r  of I n s u r­
a n c e  is the r e g i s t e r e d  a g e n t  for a l l  f o r e i  ;n c o r p o r a t i o n s .  A n d
t h e y  a r e  e x e m p t  f r o m  r e g i s t e r i n g  u n d e r  the c o r p o r a t i o n  s t a t u t e s .
H o w  w o u l d  this p r o p o s e d  l e g i s l a t i o n  a f f e c t  that? W o u l d  t h e y  
t h e n  b e c o m e  s u b j e c t  to d u a l  r e g i s t r a t i o n  for the p u r p o s e  o f  l e­
g a l l y  s e r v i n g  a n y o n e  w h o  is a n  a d m i t t e d  insurer, w h e t h e r  it is 
e x c e s s  o r  i n s u r a n c e  for t h a t  state. I l o o k e d  t h r o u g h  a n d  I
r e a l l y  d i d n ' t  see it a n d  . . .

P R O F E S S O R  F E S S L E R :  T h e  a n s w e r ,  sir, is c l e a r  in s e c t i o n  5, that
a c o r p o r a t i o n  m a y  b e  o r g a n i z e d  u n d e r  this c h a p t e r  for any l a w f u l  
p u r p o s e  e x c e p t  f o r  the p u r p o s e s  o f  b a n k i n g  a n d  i n s u r a n c e .  So 
i n s u r a n c e  c o r p o r a t i o n s  a r e  t o t a l l y  e x c l u d e d  f r o m  this l e g i s l a t i o n .  

T h e y  w o u l d  face n o  du a l  r e p o r t i n g  o r  . . .

J E F F  BE R R Y :  T h e y  w e r e n ' t  r e a l l y  too sure.
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P R O F E S S O R  F E S S L E R :  W e l l ,  I m e a n ,  o n e  o f  the p r o b l e m s  w h i c h  I 
c e r t a i n l y  r e c o g n i z e  is t h a t  a b i l l  of this c o m p l e x i t y  w h i c h  has 
e v o l v e d  t h r o u g h  d r a f t s ,  r e p e a t e d  d r a f t s ,  a n d  h e a r i n g s ,  m o s t  r e ­
c e n t l y  s i x  m o n t h s  w o r k  w i t h  the A l a s k a  F e d e r a t i o n  o f  N a t i v e s  
s t u d y  s u b c o m i t t e e  o n  this s u bject. It is i t s e l f  now, b y  the time 
it c o m e s  to the m e m b e r s  o f  the H o u s e  a n d  S e n a t e  a n  e x t r e m e l y  
l e n g t h y ,  a n d  I t h i n k  it does n o t  b e t r a y  the r e a l i t y  to say, a 
c o m p l e x  p i e c e  of  l e g i s l a t i o n .  A n d  e v e n  I w h o  f i n d  g a r d e n i n g  
t h r i l l i n g  in  m y  p a s t o r a l  e x i s t e n c e  in Da v i s ,  w o u l d  n o t  find this 
the m o s t  e x c i t i n g  r e a d i n g  in the w o r l d .  B u t  w e  h a v e  to the e x ­
ten t  p o s s i b l e  a t t e m p t e d  to p r o v i d e  v e r y  e x t e n s i v e  c o m m e n t s  t h a t  
a r e  d e s i g n e d  to e x p l a i n ,  n o t  o n l y  to m e m b e r s  of t h e  H o u s e  and 
S e n a t e  a n d  p r o f e s s i o n a l  staff, b u t  a l s o  to c i t i z e n s ,  lawyers, and 
o t h e r  i n t e r e s t e d  p e r s o n s  in the g r e a t e r  xvorld t h a t  lies o u t s i d e  
this b u i l d i n g ,  e x a c t l y  w h a t  the i n t e n t i o n s  w ere. Y o u  w i l l  n o t i c e  
th a t  o n e  o f  the o t h e r  t h i n g s  w h i c h  the o f f i c i a l  c o m m e n t s  seeks to 
do is to g i v e  A l a s k a  a n  i n s t a n t  c o m m o n  l a w  h e r i t a g e  b y  t a k i n g  
i n t o  a c c o u n t  c e r t a i n  of t h e  v e r y  m a j o r  c o m m o n  l a w  d e c i s i o n s  in 
a l l i e d  areas. A n d  s t a t i n g  w h e t h e r  or n o t  in the c o m m i s s i o n ' s  
v i ew, h o p e f u l l y  in the l e g i s l a t u r e ' s  v iew, a d h e r e n c e  to t h ose 
f a m o u s  d e c i s i o n s  i n  o t h e r  j u r i s d i c t i o n s  w o u l d  or w o u l d  not be 
c o n s i s t e n t  w i t h  the r u l e s  a n d  p h i l o s o p h i e s  that a r e  b e i n g  f r a m e d  
l e g i s l a t i v e l y  here. T h i s  is v e r y  i m p o r t a n t  w h e r e  w e  h a v e  c o n­
t i n u e d  p r o v i s i o n s  o f  e x i s t i n g  law, b e c a u s e  t h e y  w e r e  m o d e l  a c t  
p r o v i s i o n s  a n d  w e  f e l t  th a t  t h e y  w e r e  a d e q u a t e .  B u t  w h e n  y o u  
w e n t  o u t s i d e  of  A l a s k a  y o u  f o u n d  th a t  t h e y  w e r e  the o b j e c t  o f  
c o n f l i c t i n g  i n t e r p r e t a t i o n .  T h e  c o m m e n t s  w i l l  t e l l  y o u  w h i c h  
l i n e  o f  c o m m o n  l a w  i n t e r p r e t a t i o n  are b e i n g  a p p r o v e d  a n d  s p e c i­
f i c a l l y  w h i c h  c o m m o n  l a w  d e c i s i o n s  a r e  b e i n g  d i s a p p r o v e d .  So 
t h a t  a l a w y e r  n o w  w o u l d  be  a b l e  to a d v i s e  a c l i e n t  as to w h a t  
t h e  l e g i s l a t i v e  h i s t o r y  w a s  a n d  to b e  a b l e  to i n t e g r a t e  it w i t h  
the g r e a t e r  b o d y  o f  c o m m o n  law. S e n a t o r ,  do y o u  h a v e  a n y  o t h e r  
s p e c i f i c  q u e s t i o n s ?

S E N A T O R  RODEY: N o t  a n y  s p e c i f i c  q u e s t i o n s ,  no.

P R O F E S S O R  FES S L E R :  Fine. T h e  o t h e r  f a c t o r  w h i c h  I w o u l d  c o m m e n d
to the g e n e r a l  a t t e n t i o n  o f  the m e m b e r s  is that t h e  r i g h t s  o f  
m e m b e r s  w h e n  a c o r p o r a t i o n  is g o i n g  t h r o u g h  w h a t  is c a l l e d  a n  
o r g a n i c  c h a n g e  w h e r e  t h e r e  is g o i n g  to b e  a m e r g e r ,  c o r p o r a t i o n  
(A) m e r g e s  i.nto c o r p o r a t i o n  (B) , a c o n s o l i d a t i o n .  C o r p o r a t i o n s  
(A) a n d  (B) e m e r g e  as n e w  c o r p o r a t i o n  ( C ) , or a s a l e  of all or 
s u b s t a n t i a l l y  all c o r p o r a t e  a s s e t s  o t h e r  th a n  in t h e  u s u a l  c o u r s e  
o f  b u s i n e s s  w h e r e  a c o r p o r a t i o n  s e l l s  v i r t u a l l y  a l l  of  its a s s e t s  
to (B) c o r p o r a t i o n  w h i c h  takes t h e m  over. T h e s e  o r g a n i c  c h a n g e s  
w h i c h  are v e r y  ill d e f i n e d  in e x i s t i n g  A l a s k a  s t a t u t o r y  law are 
n o w  v e r y  c l e a r l y  d e f i n e d ,  a n d  the r i g h t s  o f  s h a r e h o l d e r s  to be 
a l l o w e d  to v o t e  b e f o r e  s u c h  a p l a n  is a f f e c t e d  a n d  n o t  a fait 
a c c o m p l i  is g u a r a n t e e d  b y  this n e w  s t a t u t e .  A n d  a l s o  s h a r e­
h o l d e r s  w h o  v o t e  n o  on the q u e s t i o n  o f  o r g a n i c  c h a n g e  are g i v e n  
the s t a t u t o r y  r i g h t s  w h i c h  a r e  c a l l e d  d i s s e n t e r ' s  r i g h t s  w h i c h
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is a r i g h t  to h a v e  the n e w  c o r p o r a t i o n  b u y  the s h a r e s  of  the 
d i s s e n t i n g  s t o c k h o l d e r s  at a f a i r  v a l u e  w h i c h  is to b e  d e t e r m i n e d  
o n  t h e  d a y  b e f o r e  the v o t e  in f a v o r  of the o r g a n i c  c h a n g e  is 
taken. A n d  as w e  a l w a y s  do, y o u ' l l  n o t i c e  c o n s i s t e n t l y  h e r e  
w h e n  v a l u e  c o m e s  up, the s t a t u t e  f i r s t  g i v e s  to the s h a r e h o l d e r  
a n d  t h e  c o r p o r a t i o n  m a d e  l i a b l e  to p a y  the d i s s e n t i n g  sha r e s  the 
o p p o r t u n i t y  to f i x  the v a l u e  b y  m u t u a l  a g r e e m e n t .  I f  t h e y  are 
u n a b l e  to do so, t h e  s t a t u t e  p r o v i d e s  that the c o u r t  m a y  a p p o i n t  
a p p r a i s e r s , a n d  t h e  d e c i s i o n  o f  the a p p r a i s e r s  as to the v a l u e  of 
the s t o c k  is b i n d i n g  b o t h  on the d i s s e n t i n g  s h a r e h o l d e r s  all o f  
t h e m  so n o  o n e  is p a i d  fi v e  dol l a r s ,  a n d  s o m e b o d y  e l s e  is p a i d  
t h r e e - f i f t y ,  a n d  the c o r p o r a t i o n ,  a n d  th a t  this m a t t e r  can be 
e x p e d i t i o u s l y  s e t t l e d  w i t h i n  s i x t y  days, b e c a u s e  the last t h i n g  
t h a t  t h e  c o r p o r a t i o n  w h i c h  h a s  j u s t  g o n e  t h r o u g h  an o r g a n i c  
c h a n g e  n e e d s  is p r o t r a c t e d  u n c e r t a i n t y  as to the d i m e n s i o n  of its 
l i a b i l i t i e s  to a n y  d i s s e n t i n g  s h a r e h o l d e r s .

J E F F  B E R R Y :  W h a t  is the r a t i o  o f  p e r c e n t a g e  of w h a t  a s h a r e­
h o l d e r  c a n  b u y  i n t o  this n e w  c o r p o r a t i o n  that's in a s e l l - o u t  
s i t u a t i o n .  C o r p o r a t i o n  (C) s e lls o u t  to a m u l t i n a t i o n a l  c o r p o r a­
tion, w h a t  p e r c e n t a g e  do t h e y  a u t o m a t i c a l l y  get to buy. T h e  
s h a r e h o l d e r  c a n ' t  do th a t  w i t h  a m u l t i n a t i o n a t i o n a l .

P R O F E S S O R  F E S S L E R :  T h e  s t a t u t e  c r e a t e s  the g e n e r a l  p r e s u m p t i o n  
t h a t  t h e y  a r e  e n t i t l e d ,  in o t h e r  w o r d s ,  all s h a r e s  m u s t  b e  t r e a t e d  
e q u a l l y .  So t h a t  if a n y  of the s h a r e s  in the c o r p o r a t i o n  are 
g o i n g  to b e  g i v e n  s h a r e s  o f  s t o c k  in the m u l t i n a t i o n a l  p u r c h a s e r  
t h e n  a l l  o f  the s h a r e h o l d e r s  m u s t  be a c c o r d e d  s i m i l a r  rights. Y o u  
c a n n o t  d i s c r i m i n a t e  b e t w e e n  s h a r e h o l d e r s  o f  the sa m e  class of 
s t o c k  a n d  say, w e  f i n d  it v e r y  c o n v i v i a l  to b r i n g  in the f a m i l y  
o f  the n e w  c o r p o r a t i o n .  A l l  of the s h a r e h o l d e r s  in this room, 
e x c e p t  F e s s l e r ,  a n d  w e  r e a l l y  d o n ' t  w a n t  h i m  as a p a r t i c i p a n t  in 
o u r  n e w  b u s i n e s s ,  so w e  are g o i n g  to g i v e  h i m  a t h o u s a n d  d o l l a r s  
for his stock. T h a t  w o u l d  be  d i s c r i m i n a t o r y  t r e a t m e n t ,  and w e  
e i t h e r  h a v e  to g i v e  e v e r y b o d y  m o n e y  o r  e v e r y b o d y  stock.

J E F F  BE R R Y :  But w h a t  p e r c e n t a g e  o f  s t o c k ?  W h a t  p o r t i o n  of the
c o r p o r a t i o n ?

P R O F E S S O R  F E S S L E R :  T h a t  w o u l d  be f r a m e d  by the b o a r d s  of d i r e c t o r s
of the two c o r p o r a t i o n s .  In o t h e r  w o r d s ,  if t h e r e  is a m e r g e r  the 
s t a t u t e  p u t s  u p o n  the b o a r d  of d i r e c t o r s  of  "X" c o r p o r a t i o n  f r a m­
ing  the t e r m s  of the m e r g e r  a n d  u p o n  the b o a r d  of " Y 1’ c o r p o r a t i o n  
c o n s e n t  to t h o s e  terms. T h a t ' s  d o n e  at the b o a r d  level. T h e n  
e a c h  c o r p o r a t i o n  is o b l i g e d  to go to its r e s p e c t i v e  s h a r e h o l d e r s  
a n d  b r i n g  to t h o s e  s h a r e h o l d e r s  the t eims of the p r o p o s e d  o r g a n i c  
change. T h e  s t a t u t e  g r a n t s  a r i g h t  to all s h a r e h o l d e r s  to v o t e  on 
this o r g a n i c  c h a n g e  e v e n  if they o t h e r w i s e  h^ U n o n v o t i n g  c l a s s e s  
o f  st o c k .  A n d  if the c o r p o r a t i o n  h a s  c l a s s i f i e d  its stock, t h ere 
is a n  o b l i g a t i o n  that b e f o r e  the o r g a n i c  c h a n g e  can b e  a f f e c t e d  it 
m u s t  c o m m a n d  a m a j o r i t y ,  n o t  o n l y  o f  all the shares, b u t  ol e a c h  
c l a s s  o f  the s h a r e s .  So w e  do n o t  s e e k  to b u i l d  in a n y  g u a r a n t e e d
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r a t i o  of  t h e  s h a res, b u t  w e  do s e e k  to h a v e  it b r o u g h t  to the 
a t t e n t i o n  o f  the s h a r e h o l d e r s  of the r e s p e c t i v e  c o r p o r a t i o n s .
A n d  t h e n  b y  g i v i n g  e v e r y b o d y  v o t i n g  r i g h t s ,  w e  are t r y i n g  to m a k e  
c e r t a i n  th a t  in  t h e i r  s e l f - i n t e r e s t  the s h a r e h o l d e r s  w i l l  r e j e c t  
o r  a c c e d e  to t h e  r e q u e s t .  A n d  as I say, a n y  s h a r e h o l d e r  w h o  
v o t e s  n o  o n  t h e  o r g a n i c  c h a n g e  is g i v e n  the r i g h t  to h a v e  the 
s u c c e s s o r  c o r p o r a t i o n  b u y  o u t  t h o s e  p e r c e n t a g e  s h a r e s  at a v a l u e  
t h a t  w a s  s u p p o s e d  to b e  the f a i r  v a l u e  n o t  t a k i n g  the o r g a n i c  
c h a n g e  i n t o  a c c o u n t  at all. So it is an  e l a b o r a t e  b a l a n c i n g  of  
v a l u e s ,  b u t  g e n e r a l l y  w h a t  w e  a r e  d o i n g  is w e  are s a y i n g  that w e  
li k e  :he r e s u l t  t h a t  the S u p r e m e  C o u r t  o f  D e l a w a r e  ca m e  up w i t h  
in the S i n g e r  v. M a g n a v o x  case, a n d  w e  d o n ' t  c a r e  for the Pars e r  
d e c i s i o n  w h i c h  c a m e  a l o n g  ten m o n t h s  .later. A n d  y o u ' l l  n o t i c e  
that the c o m m e n t s  s p e c i f i c a l l y  c o n f e r  a s e a l  of  a p p r o v a l  on 
S i n g e r  a n d  M a g n a v o x , b o t h  as a r e s u l t  a n d  its r e a s o n i n g ,  a n d  
i n d i c a t e  th a t  the l e g i s l a t u r e  h a s  a d o p t e d  a n d  f r a m e d  this s t a t u t e  
to c a r r y  i n t o  e f f e c t  the M a g n a v o x  d e c i s i o n .  A n d  if the l e g i s l a­
tur e  w o u l d  r e g a r d  a j u d i c i a l  c o n s t r u c t i o n  of this a c t  in a m a n n e r  
t h a t  is c o n s o n a n t  w i t h  the P a n z e r  c a s e  as b e i n g  c o n t r a r y  to the 
l e g i s l a t u r e ' s  i n t e n t i o n .  So w e  t r i e d  to s t a y  on  top o f  the m a j o r  
d e c i s i o n s  th a t  h a v e  c o m e  a l o n g  a n d  i n f l u e n c e d  c o r p o r a t e  law.
J u s t  as in the a r e a  o f  d e r i v a t i v e  suits, y o u  w i l l  f i n d  that w e  
a r e  l i t e r a l l y ,  t h o r o u g h l y  u p  to date. W e  k n o w  all a b o u t  F l y n n  
a n d  M u l d i n a r o  cases; w e  k n o w  a b o u t  B a r r  v. W a c k m a n .  A n d  t h e r e­
fore, the c o m m e n t a r i e s  to the p r o v i s i o n s  on d e r i v a t i v e  c a u s e s  of 
a c t i o n  in s e c t i o n  4 3 5  s p e c i f i c a l l y  i n d i c a t e s  to w h a t  e x t e n t  w e  
are w i l l i n g  to s a n c t i o n  the r e s u l t  a n d  r e a s o n i n g  in B arr v.
W a c k m a n , on the o p i n i o n  of d i s i n t e r e s t e d  d i r e c t o r s ,  their b u s i­
nes s - J u d g m e n t  a n d  to w h a t  e x t e n t  w e  a r e  f a v o r i n g  the M u l d i n a r o  
c a s e  d e c i d e d  by the S u p r e m e  C o u r t  of D e l a w a r e .  W e  s p e c i f i c a l l y  
i n d i c a t e  that our s t a t u t e  w o u l d  b e  s u b v e r t e d  b y  the i n t e r p r e t a t i o n  
of the D e l a w a r e  l a w  g i v e n  b y  the federal d i s t r i c t  c o u r t  in s o m e  
of the i n s t a n c e s  . . . w h i c h  s a i d  that the o p i n i o n  o f  the b o a r d  
o f  d i r e c t o r s  that in t h e i r  b u s i n e s s  j u d g m e n t  the l i t i g a t i o n  w a s  
n o t  m e r i t o r i o u s .  T h i s  is o n e  of the p r o b l e m s  in A l a s k a ,  that in 
so m a n y  o f  t h e s e  a r e a s  c o u n s e l  j u s t  s i m p l y  c a n n o t  a d v i s e  c l i e n t s  
b e c a u s e  w e  d o n ' t  k n o w  w h a t  the l a w  is, a n d  n o n e  of us has an 
i n t e r e s t  in p e r p e t u a t i n g  that. A n d  th a t ' s  n o t  g o o d  for b u s i n e s s .  
Y o u  take in . . . c o m m e n t s ,  a n d  t h a t ' s  a n t i t h e t i c a l  to the 
e c o n o m i c  e v o l u t i o n  of  this j u r i s d i c t i o n .  Sen a t o r ,  I h a v e  no 
f u r t h e r  o b s e r v a t i o n s  o t h e r  t h a n  to i n d i c a t e  th a t  at a n y  time I 
w i l l  be, if my s c h e d u l e  at the U n i v e r s i t y  p e r m i t s  it, b e  w i l l i n g  
to a n s w e r  q u e s t i o n s  in w r i t i n g  o r  b y  c o n f e r e n c e  c a l l s  or by 
p e r s o n a l  a p p e a r a n c e s  for a n y  of the c o m m i t t e e s  of e i t h e r  house.

S E N A T O R  RO D E Y :  T. a m  v e r y  u n a b l e  to p r e d i c t  exactly, the c o u r s e
o f  the l e g i s l a t i o n  w i l l  be, a n d  J o h n  is, of  courst?^available tc 
h e l p  out o n  it also. E s s e n t i a l l y ,  the r e c o m m e n d a t i o n  of s t a f f  
is v e r y  i m p o r t a n t  on  this. T h a t ' s  w h y  w e  h a v e  a n u m b e r  o f  s t a f f  
p e o p l e  h e r e  today, b e c a u s e  a c o m p l i c a t e d  c o r p o r a t i o n s  co d e  has
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to b e  t a k e n  in p a r t  on f a i t h  b e c a u s e  m o s t  o f  the l e g i s l a t o r s  
w i l l  b e  u n f a m i l i a r  w i t h  the c o ntent. T h e  fa c t  t h a t  it has h a d  a 
b r o a d  r e v i e w  in the state, has b e e n  s i g n e d  o f f  on b y  a v a r i e t y  of 
i n t e r e s t e d  i n d i v i d u a l s ,  I t h i n k  that s p e a k s  w e l l  f o r  it. I a m  
g o i n g  to t a l k  w i t h  S e n a t o r  Ray w h o  is C h a i r  of the J u d i c i a r y  
C o m m i t t e e .  I d o n ' t  k n o w  w h a t  t h e  C h a i r m a n  o f  L a b o r  a n d  C o m m e r c e  
w i l l  w i s h  to do w i t h  the bill. H o p e f u l l y ,  w e  w i l l  m o v e  it o u t  
in a v e r y  t i m e l y  f a s h i o n  so i t ’can go to J u d i c i a r y  again, h a v i n g  
th a t  s t a f f  a n d  m e m b e r s  l o o k  at it. T h e r e  a r e  a n u m b e r  of a t t o r n e y s  
o n  the J u d i c i a r y  C o m m i t t e e ,  w h i c h  is h e l p f u l .  I d o n ' t  k n o w  w h e t h e r  
w e ' l l  p a s s  the c o r p o r a t i o n s  co d e  this year, g i v e n  the a m o u n t  o f  
t i m e  it t a k e s  for e v e r y b o d y  to b e c o m e  f a m i l i a r  w i t h  it. It is a 
c o m p l i c a t e d  p i e c e  o f  l e g i s l a t i o n ,  b u t  a v e r y  i m p o r t a n t  p i e c e  of 
l e g i s l a t i o n  f o r  the b u s i n e s s  c o m m u n i t y .  P e r h a p s  n o t h i n g  e l s e  is 
as i m p o r c a n t  as t h e  s t r u c t u r i n g  of c o r p o r a t e  a c t i v i t y  in the 
S t a t e  of  A l a s k a .  A n d  y o u  v e r y  e l o q u e n t l y  set f o r t h  s o m e  o f  the 
d i f f i c u l t i e s  w e  h c v e  h a d  in the S t a t e  of A l a s k a  or the l a c k  of 
a n y  r e a l  c.-rporate h i s t o r y  or law. A n d  it, of  c o u r s e ,  w a s  r e ­
f l e c t e d  i n  the s t a t u t e s  and o t h e r  a r e a s  w h i c h  is the r e a s o n  f o r  
t he c o d e  c o m m i s s i o n .  T h e  l e g i s l a t u r e  s i m p l y  d o e s n ' t  h a v e  the 
t i e m  to r e d t a f t  c o m p l e t e l y  in m a n y  c a s e s  w h a t  is l a w  g e n e r a l l y  
t a k e n  f r o m  the S t a t e  of  O r e g o n  w h o l e s a l e  at the t i m e  it w a s  t a k e n
or s l i g h t l y  b e f o r e .  P e r h a p s  the b e s t  c o u r s e  is f o r  m y s e l f  to
t a l k  w i t h  the C h a i r m a n  of L a b o r  a n d  C o m m e r c e ,  a n d  at that p o i n t  
t a l k  w i t h  C h a i r m a n  A b b o t t .  W e  v e r y  m u c h  a p p r e c i a t e  y o u r  e f f o r t s ,  
a n d  w e  p r o b a b l y  w i l l  at s o m e  p o i n t  in time c a l l  o n  y o u  to a n s w e r  
q u e s t i o n s  or  m a k e  c o m m e n t s .  I t h i n k  ti.ct the o n l y  w a y  that the 
b i l l  w i l l  r e a l l y  pass, at l e a s t  pa s s  c o m f o r t a b l y ,  is w i t h  the 
b r o a d e s t  p o s s i b l e  d i s s e m i n a t i o n  of i n f o r m a t i o n  a b o u t  the bill, 
a nd I w i l l  try to do that. A r e  t h e r e  any o t h e r  q u e s t i o n s  f r o m  
a n y o n e  th a t  is h e r e  t o d a y  a b o u t  the c o n t e n t s  of  the b i l l  or 
a n y t h i n g  th a t  is a t t e n d e d  to the b i l l ?  If t h e r e  a r e  no o t h e r  
c o m m e n t s  th e n  the s u b c o m m i t t e e  m e e t i n g  is . . . W i l l i s .

W I L L I S  K I R K P A T R I C K :  I d o n ' t  k n o w  w h e t h e r  I s h o u l d  b r i n g  it u p
now, w o u l d  t h e r e  b e  o t h e r  h e a r i n g s  on this?

S E N A T O R  R O D E Y :  T h e r e  p r o b a b l y  w i l l ,  b u t  go ahead.

W I L L I S  K I R K P A T R I C K :  L e t  m e  p o i n t  out, for the r e c o r d  m y  n a m e  is
W i l l i s  K i r k p a t r i c k .  I a m  D i r e c t o r  cf B a n k i n g ,  S e c u r i t i e s ,  S m a l l
L o a n s  a n d  C o r p o r a t i o n s .  On  the c o r p o r a t i o n  p a r t  t h e r e  are t h r e e  
a r e a s  t h a t  h a v e •c o m e  to m i n d ,  a n d  I h a v e  d i s c u s s e d  it w i t h  the 
c o m m i s s i o n .  O n e  o f  t h e m  is that t here is a r e q u i r e m e n t  for f o r­
eig n  c o r p o r a t i o n s  to f i l e  t h e i r  a r t i c l e s  of i n c o r p o r a t i o n  w i t h  
the S t a t e  of  A l a s k a .  W e  h a v e  b e e n  in t o u c h  w i t h  o t h e r  s t a t e  
j u r i s d i c t i o n s ,  a n d  this is a p r o v i s i o n  that has b e e n  d e e m e d  
e l i m i n a t e d  a c t i v e l y  as far as f o r e i g n  c o r p o r a t i o n s  are c o n c e r n e d  
in f i l i n g s .  W e  h a v e  do n e  s o m e  r e s e a r c h  on it, a n d  p r e p a r e d  a 
p a p e r  in t h a t  r e s p e c t ,  b u t  w e  feel that it w o u l d  b e  for the a m o u n t  
of u s a g e  t h a t  it w o u l d  be, that it w o u l d  get as f a r  as the
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p r a c t i c i n g  a t t o r n e y  a n d  f i n d  o u t  w h a t  the a r t i c l e s  a r e . • Th i s  is 
p r o b a b l y  m o r e  c u r r e n t  a n d  b e t t e r  o b t a i n e d  w h e n  t h e y  . . . r e g a r d­
less of  w h e t h e r  t h e y  a r e  . . . T h e  o t h e r  t h i n g  is th a t  t here is . 
a r e q u i r e m e n t  i n  t h e  p r o p o s e d  act t h a t  the d e p a r t m e n t  file w i t h  
the S u p e r i o r  C o u r t  s o m e  u p d a t e d  r e c o r d s  w e e k l y ,  a n d  w e  w o u l d  like 
to h a v e  t h e  i n t e n t  o f  the l e g i s l a t u r e  i f  th a t  is p a s s e d  to m a k e  
it a m i c r o f i s c h e  c o p y  a c c e p t a b l e  f o r  f i l i n g  in the d i v i s i o n .  If 
w e  p r i n t  w e e k l y ,  t h e  u p d a t e s  a r e  g o i n g  to be  v e r y  e x p e n s i v e  a n d  
v e r y  e n c u m b e r i n g ,  a m a s s i v e  p a p e r  p r o d u c t i o n .  So w e  w o u l d  r e­
q u e s t  t h a t  m i c r o f i s c h e  b e  c o n s i d e r e d  as m e e t i n g  the p r o v i s i o n s  
o f  t h a t  s e c t i o n .  T h e  o t h e r  s e c t i o n  t h a t  w e  h a d  s o m e  c o n c e r n  
a b o u t  is s e c t i o n  9 1 0  th a t  g i v e s  the p r o v i s i o n s  for f i l i n g  w r i t i n g s  
w i t h  the d e p a r t m e n t ,  a n d  w e  w o u l d  l i k e  the w r i t i n g s  to b e  s p e c i­
f i c a l l y  s u i t a b l e  for m i c r o f i l m i n g .  E v e r y t h i n g  is m i c r o f i l m e d  
now, a n d  w e  a r e  t o t a l l y  d e p e n d e n t  u p o n  m i c r o f i l m i n g . So w e  d o n ' t  
w a n t  to b e  in a p o s i t i o n  w h e r e  w e  h a v e  n o  s t a t u t o r y  a u t h o r i t y  to 
t u r n  d o w n  a f i l i n g  b e c a u s e  it is n o t  l e g i b l e  for m i c r o f i l m i n g .  
T h o s e  a r e  the o n l y  c o m m e n t s  t h a t  w e  h a v e  at this time, Senator.

S E N A T O R  R O D E Y :  T h a n k  you, W i l l i s .  A r e  there, P r o f e s s o r  F e s s l e r ,
Mr. A b b o t t ,  d i d  y o u  h a v e  a n y  c o m m e n t s  this?

J O H N  A B B O T T :  W e l l ,  the c o d e  c o m m i s s i o n  is n o t  o p p o s e d  to a n y  of
t h o s e  c h a n g e s .  A n d  as to the last two, I d o n ' t  t h i n k  t h e r e  is 
a n y t h i n g  in the s t a t u t e  th a t  p r e c l u d e s  t h e s e  m i c r o f i l m  and m i c r o­
f i l m i n g  f o r m a t ,  so I k n o w  o f  n o t h i n g  in the act th a t  w o u l d  p r e­
cl u d e  the d i r e c t o r  f r o m  p r o m u l g a t i n g  a n y  r e g u l a t i o n s  w h i c h  w o u l d  
p r o v i d e  f o r  m i c r o f i s c h e .  . . d i s t r i c t  c o u r t s  or in the d i s t r i c t s  
jr r e q u i r i n g  d o c u m e n t s  be s u s c e p t i b l e  for m i c r o f i l m i n g .  So w e  
h a v e  n o  o b j e c t i o n  to the f o r e i g n  c o r p o r a t i o n  a r t i c l e s .

S E N A T O R  R O D E Y :  A c t u a l l y  it fits in w i t h  r e c o r d a t i o n s  ideas that
the c o d e  h a s  e x p r e s s e d  in the past.

P R O F E S S O R  F E S S L E R :  I w o u l d  p o i n t  out, S e n a t o r ,  t h a t  I had h o p e d
t h a t  w e  h a d  a c c o m m o d a t e d  this by  the p r o v i s i o n s  o f  s e c t i o n  868 
w h i c h  s a y  t h a t  t h e  r e p o r t s  r e q u i r e d  b y  this c h a p t e r  to be f i l e d  
w i t h  the d e p a r t m e n t  b y  the c o m m i s s i o n e r  s h a l l  b e  o n  f o r m s  p r e­
s c r i b e d  a n d  f u r n i s h e d  by the c o m m i s s i o n e r .

J O H N  A B B O T T :  I w a s  u n d e r  the s a m e  o p i n i o n .

P R O F E S S O R  F E S S L E R :  W e  a r e  t r y i n g  to g i v e  y o u  the b r o a d e s t  p o s s i­
b l e  a u t h o r i t y  to p r e s c r i b e  the f o r m s  a n d  say w h a t  s c h e m e  y o u  w a n t  
in. Y o u r  l i a b i l i t y  w i t h  r e g a r d  to p r o c e s s i n g  t h e m  u n d e r  s e c t i o n  
910 p r e s u p p o s e s  t h e i r  c o n f o r m i t y  u n d e r  s e c t i o n  890.

W I L L I S  K I R K P A T R I C K :  W e  w e r e n ’t q u i t e  s u r e  w h e t h e r  a c t u a l l y  u n d e r

910 w e a k e n e d  the o t h e r  s e c t i o n .

P R O F E S S O R  F E S S L E R :  W e ll, if t h e r e  is a n y  c o n c e r n  c i r c l i n g  w h a t
C h a i r m a n  A b b o t t  h a s  s t a t e d ,  t h e r e  is n o t h i n g  in this d r a f t  th a t

- 2 2 -



w a s  i n t e n d e d  to do a n y t h i n g  o t h e r  t h a n  w h a t  y o u  a r e  n o w  s e e k i n g  
to a c c o m p l i s h .  A n d  w e  d i d n ’t w a n t  to w e d  y o u  to m i c r o f i s c h e  if 
at s o m e  p o i n t  i n  t h e  f u t u r e  t h e r e  w a s  s o m e  o t h e r  d a z z l i n g  m e a n s  
of h a n d l i n g  i n f o r m a t i o n  a n d  y o u  w e r e  s t a t u t o r i l y  b u r d e n e d  w i t h  
a s t a t e m e n t  t h a t  y o u  h a d  to c o m e  to the l e g i s l a t u r e  a n d  g e t  it 
ch anged.

W I L L I S  K I R K P A T R I C K :  W e  w r e s t l e d  w i t h  the f a c t  t h a t  w e  d i d n ' t
s p e c i f i c a l l y  w a n t  y o u  to n a m e  m i c r o f i s c h e  i n  there.

P R O F E S S O R  F E S S L E R :  Oh.

S E N A T O R  RO D E Y :  If y o u  c o u l d  get the c o m m i t t e e  a m e m o  o n  th a t
a n d  p e r h a p s  c o n s i d e r  a r t f u l  l a n g u a g e  th a t  w o u l d  a l l o w  y o u  to do 
w h a t  y o u ' v e  s t a ted, g i v e  y o u  the a u t h o r i t y  to m a k e  t h e  a d m i n i s­
t r a t i v e  d e c i s i o n s .  I d o n ' t  t h i n k  they w i l l  h a v e  a n y  d i f f i c u l t y  
w i t h  that. A r e  t h e r e  a n y  o t h e r  q u e s t i o n s ?  If not, the s u b c o m­
m i t t e e  m e e t i n g  is a d j o u r n e d .
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F R O M :

D A T E :

RE:

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o

J a n u a r y  13, 1984

P r o f i t  c o r p o r a t i o n s — IIB 3 4 3 / S B  246

Y o u  m a y  w i s h  to i n c l u d e  the f o l l o w i n g  b a c k g r o u n d  
i n f o r m a t i o n  w i t h  m a t e r i a l s  for the J o i n t  H o u s e / S e n a t e  L a b o r  a n d  
C o m m e r c e  C o m m i t t e e  h e a r i n g  a t  8:30 a.m., M o n d a y ,  J a n u a r y  23,
1984, in the H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  R o o m  in the 
B e h r e n d s  B u i l d i n g .

HB 3 4 3 / S B  246 w o u l d  r e p l a c e  t h e  A l a s k a  B u s i n e s s
C o r p o r a t i o n s  Act, A S  10.05, w i t h  the A l a s k a  C o r p o r a t i o n s  C o d e  
(ACC). The b i l l  w a s  i n t r o d u c e d  in b o t h  h o u s e s  on A p r i l  8 , 1983, 
to f a c i l i t a t e  j o i n t  c o m m i t t e e  w o r k .

O n  M a y  17, 1 9 83, a j o i n t  h e a r i n g  w a s  set u p  on the 
bill. H o w e v e r ,  l a s t  m i n u t e  c o n f l i c t s  d e v e l o p e d  t h a t  p r e v e n t e d  
the H o u s e  c o m m i t t e e ' s  p a r t i c i p a t i o n  a n d  a l s o  p r e v e n t e d  m o s t  of 
the S e n a t e  m e m b e r s  a t t e n d a n c e .

T h e  m e e t i n g  w a s  held, h o w e v e r ,  as a S e n a t e  L a b o r  a n d
C o m m e r c e  m e e t i n g ,  c h a i r e d  by S e n a t o r  Pat Ro d e y ,  s u b c o m m i t t e e  on
th e  bill. S t a f f  of s o m e  l e g i s l a t o r s  and o t h e r  i n t e r e s t e d  p e r s o n s  
a t t e n d e d .  A n  o v e r v i e w  of t h e  b i l l  w a s  g i v e n  by P r o f e s s o r  Dan
F e s s l e r  w h o  d r a f t e d  the b i l l  w i t h  the co d e  r e v i s i o n  c o m m i s s i o n ,  
a n d  q u e s t i o n s  w e r e  a s k e d  a n d  answered..

A t r a n s c r i p t  of t h a t  h e a r i n g  is a t t a c h e d .  It w a s  
r e t y p e d  in the c o d e  r e v i s i o n  c o m m i s s i o n  o f f i c e  f r o m  a g a r b l e d  
o r i g i n a l .  T h e  o r i g i n a l  is a v a i l a b l e  in S e n a t e  Labo?; a n d  C o m m e r c e  
a n d  in the c o d e  r e v i s i o n  c o m m i s s i o n  o f f ice.

T h e  h e a r i n g  set for M o n d a y ,  J a n u a r y  23, w i l l  be the
f i r s t  h e a r i n g  on the b i l l  for the H o u s e  c o m m i t t e e  a n d  the s e c o n d  
h e a r i n g  o n  t h e  b i l l  for the S e n a t e  c o m m i t t e e .  H o w e v e r ,  it is 
a n t i c i p a t e d  t h a t  the h e a r i n g  w i l l  l e a d  off a g a i n  w i t h  an 
e x p l a n a t i o n  of the b i l l  b y  F r o f e s s o r  F e s s l e r  as in the M a y  17, 
1983 h e a r i n g .



A  g e n e r a l  o v e r v i e w  of the b i l l  is a l s o  c o n t a i n e d  i n  the 
t r a n s m i t t a l  l e t t e r  at the s t a r t  of a s e c t i o n  c o m m e n t a r y  on t h e  
b i l l  in H o u s e  a n d  S e n a t e  J o i n t  J o u r n a l  S u p p l e m e n t  No. 11. T h a t  
o v e r v i e w  is f o l l o w e d  by i n - d e p t h  c o m m e n t a r y  on the bill.

A t t a c h e d  a l s o  is a m i n i a t u r e  s u m m a r y  of the bill.

DP.: c h w

A t t a c h m e n t s



H B  343 S B  246 
on

B u s i n e s s  C o r p o r a t i o n s

S u m m a r y

T h e  b i l l  p r o v i d e s  for r e p l a c i n g  t h e  A l a s k a  B u s i n e s s  
C o r p o r a t i o n  A c t ,  A S  10 . 0 5 ,  w i t h  the A l a s k a  C o r p o r a t i o n  C o d e  
C A C C’, a c o m p r e h e n s i v e  r e v i s i o n .

T h e  p r o p o s e d  A C C  s e t s  m i n i m u m  r e q u i r e m e n t s  t h a t  m u s t  be 
m e t  for the p r i v i l e g e  of d o i n g  b u s i n e s s  in t h e  c o r p o r a t e  form.

W i t h i n  l i m i t s  it  l e a v e s  to i n c o r p o r a t o r s  h o w  to d i v i d e  
p o w e r s  b e t w e e n  s h a r e h o l d e r s  a n d  d i r e c t o r s .

It s t a n d a r d i z e s  r e p o r t i n g  r e q u i r e d  to  s h a r e h o l d e r s  a n d
th e  state.

It s e e k s  to c l e a r l y  d e f i n e  in w h a t  c i r c u m s t a n c e s  it is 
p e r m i s s i b l e  to pay a d i v i d e n d .

W h i l e  m a i n t a i n i n g  t h e  r i g h t  of s h a r e h o l d e r s  to sue 
c o r p o r a t e  o f f i c e r s  a n d  d i r e c t o r s  in a p p r o p r i a t e  c i r c u m s t a n c e s ,  it 
s e e k s  to c o n t r o l  t h e  m i s u s e  of t h e s e  " d e r i v a t i v e  suits".

It a l s o  s e e k s  to c o n t r o l  m i s u s e  of the l i m i t e d  
l i a b i l i t y  of o f f i c e r s  a n d  d i r e c t o r s  t h a t  t h e  c o r p o r a t e  f o r m  
p r o v i d e s .

In the c o v e r i n g  l e t t e r  a t  the s t a r t  of t h e  c o m m e n t a r y  
t h a t  f o l l o w s  in t h i s  b i n d e r ,  t h e r e  is a n  e x p a n d e d  s u m m a r y  of t h e  
bill. F o l l o w i n g  t h a t  is a s e c t i o n  a n a l y s i s  w h i c h  i n c l u d e s  the 
b a c k g r o u n d  a n d  b a s i s  for c h o i c e s  t h a t  h a v e  b e e n  m a d e  in d r a f t i n g  
th e  bill.

T h e  b i l l  is i n t r o d u c e d  in bo t h  h o u s e s  for g r e a t e r  
f l e x i b i l i t y  a n d  for the p o s s i b i l i t y  of j o i n t  h e a r i n g s  s h o u l d  t h a t  
be the c h o i c e  of the h o u s e  a n d  s e n a t e  c o m m i t t e e s .

S t a t u s  g o i n g  i n t o  t h e  S e c o n d  S e s s i o n  of t h e  T h i r t e e n t h  
L e g i s l a t u r e :  In H o u s e  a n d  S e n a c e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e s ,  
the f i r s t  c o m m i t t e e s  of r e f e r e n c e .  S e c o n d  r e f e r e n c e :  H o u s e  a n d  
S e n a t e  J u d i c i a r y  C o m m i t t e e s .



J a n u a r y  13, 1 9 8 4

J o h n  C l o u g h ,  P r e s i d e n t  
J u n e a u  E a r  A s s o c i a t i o n  
801 W. 1 0 t h  St., S u i t e  300 
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  Ilr. C l o u g h :

P l e a s e  i n f o r m  p e r s o n s  a t t u n i n g  t h e  n e x t  J u n e a u  Bar
lunch:

R e g a r d i ng E E  ,437 / S B  3 1 3 . On F r i d a y ,  J a n u a r y  20, at  1 : 3 0  
, in C o u r t  R o o m  A, D a n  F e s s l e r ,  a U C  D a v i s  l a w  p r o f e s s o r  a n d

c o n s u l t a n t  to t h e  c o d e  r e v i s i o n  c o m m i s s i o n  on  c o r p o r a t i o n  law, 
w i l l  r e v i e w  the b i l l  now in t h e  l e g i s l a t u r e  f o r  a r e v i s i o n  of law 
on n o n p r o f i t  c o r p o r a t i o n s .  T h e  a t t a c h e d  n o t i c e  w h i c h  is g o i n g  
o u t  to n o n p r o f i t  c o r p o r a t i o n s  f u r t h e r  e x p l a i n s  the p u r p o s e  o'- the 
s e s s i o n .  It w i l l  be a t e l e c o n f e r e n c e .

R e g a r d i n g E E  2.43ZEE 2 4 6 . O n  M o n d a y ,  J a n u a r y  23, at 8:30 
a .m., in t h e  M o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  R o o m  in the 
B e h r e n d s  B u i l d i n g ,  a j o i n t  h e a r i n g  of t h e  lie u s e  a n d  S e n a t e  L a b o r  
a n d  C o m m e r c e  C o m m i t t e e s  wi l l  be h e l d  on the p r o p o s e d  r e v i s i o n  of 
the b u s i n e s s  c o r p o r a t i o n  law. F e s s l e r  w i l l  be on h a n d  there, 
too, to e x p l a i n  the bill.

P e r s o n s  i n t e r e s t e d  i n  c o r p o r a t i o n  l a w  c a n  a t t e n d  t h e s e  
m e e t i n g s ,  g e t  a n  o v e r v i e w  of the p r o p o s e d  co d e s ,  a n d  o f f e r  
t e s t i m o n y  o n  g o o d  or bad f e a t u r e s  of the bi l l s .

V e r y  t r u l y  y o u r s ,

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n

DP.: chw 
E n c l o s u r e
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TO:

FROM:

DATE:

A L L  L E G I S L A T O R S

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n

J a n u a r y  12, 1 9 8 4

RE: P r o f i t  a n d  N o n p r o f i t  C o r p o r a t i o n s
C o d e s  Tfijbae£tnfefrertc±ng=-

AJLaska. N p jip x p fijtL  .C p jp .0 X 5 tj,P iip _ C p jte  „43J/5B_3JJLs.

W i t h  t h e  c o n c u r r e n c e  of t h e  a p p r o p r i a t e  c o m m i t t e e  
c h a i r m e n ,  the c o d e  r e v i s i o n  c o m m i s s i o n  w i l l  t e l e c o n f e r e n c e  p a r t  
of its n e x t  m e e t i n g  to e x p l a i n  a n d  d i s c u s s  the n o n p r o f i t  
c o r p o r a t i o n s  b i l l s ,  HB  4 3 7 / S B  313. T h e  t e l e c o n f e r e n c e d  p a r t  of 
t h e  m e e t i n g  w i l l  be in the J u n e a u  C o u r t  a n d  O f f i c e  B u i l d i n g ,  
C o u r t  R o o m  A, at 1 : 3 0  p.m., F r i d a y ,  J a n u a r y  20.

T h e  a t t a c h e d  n o t i c e  is in t h e  m a i l  to o v e r  3 , 0 0 0  
n o n p r o f i t  c o r p o r a t i o n s .  T h e  n o t i c e  e x p l a i n s  t h e  p u r p o s e  of the 
t e l e c o n f e r e n c e .

S i t t i n g  in on t h e  c o d e  r e v i s i o n  c o m m i s s i o n  
t e l e c o n f e r e n c e  woiijLd^scrve to i n f o r m  l e g i s l a t o r s  or s t a f f  a b o u t  
t h e  p u r p o s e  a n c f ^ i e " rb f | l  on n o n p r o f i t  c o r p o r a t i o n s  w h i c h  p r o b a b l y  
w i l l  be c o m i n g  u p  for h e a r i n g s  of t h e  H o u s e  a n d  S e n a t e  L a b o r  a n d  
C o m m e r c e  C o m m i t t e e s  l a t e r  in t h e  s e s s i o n .

The F r i d a y ,  J a n u a r y  2 0 t h  t e l e c o n f e r e n c e  of p a r t  of t h e  
c o d e  r e v i s i o n  c o m m i s s i o n ' s  m e e t i n g  s h o u l d  n o t  be c o n f u s e d  w i t h  a 
j o i n t  h e a r i n g  of t h e  H o u s e  a n d  S e n a t e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e s  on the for p r o f i t  c o d e — IIB 3 4 3 / S B  2 4 6 — s c h e d u l e d  for 
8 : 3 0  a.m., M o n d a y ,  J a n u a r y  2 3 r d ,  in the H o u s e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e  Room. P r o f e s s o r  F e s s l e r  w i l l  be h e r e  for t h a t  m e e t i n g  
also, a n d  that, too, w o u l d  be a c h a n c e  for s t a f f  to h e a r  a n  
o u t l i n e  of the l e n g t h y  bill. Of  c o u r r a ,  the j o i n t  c o m m i t t e e  w i l l  
t a k e  t e s t i m o n y  f r o m  o t h e r s  w h o  w i s h  to be h e a r d .

D R : c h w  
A t t a c h m e n t
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N o n p r o f i t  c o r p o r a t i o n s  a n d  i n t e r e s t e d  p a r t i e s  

A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  

J a n u a r y  6 ,  1 9 8 4

T e l e c o n f e r e n c e  on n o n p r o f i t  c o r p o r a t i o n s  law, 
H o u s e  B i l l  4 3 7 / S e n a t e  B i l l  313

T h i s  is n o t i c e  t h a t  at 1 : 3 0  p . m . ,  F r i d a y ,  J a n u a r y  20, 
1 9 84, t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  w i l l  h o l d  a 
t e l e c o n f e r e n c e  c o n c e r n i n g  a p r o p o s e d  r e v i s i o n  of A l a s k a  l a w  on 
n o n p r o f i t  c o r p o r a t i o n s .

T h e  p r o p o s e d  r e v i s i o n  is in the f o r m  of a b i l l  d r a f t e d  
b y  the c o m m i s s i o n  a n d  i n t r o d u c e d  as  two i d e n t i c a l  bills, o n e  in 
e a c h  h o u s e  of t h e  l e g i s l a t u r e ,  H o u s e  B i l l  437 a n d  S e n a t e  B i l l  
313. H e r e  w e  g e n e r a l l y  r efer to t h e m  as "the bil l " .

A l t h o u g h  t h e  b i l l  is a l r e a d y  in t h e  l e g i s l a t u r e  and 
r e f e r r e d  to the L a b o r  a n d  C o m m e r c e  C o m m i t t e e s  of the H o u s e  a n d  
s e n a t e ,  £ h n  jteJ£gflJo£fljuui.C£ i n  xxeithgx .a meeting, af. i l m s e  
p emiuittexa nor. a  xiibsixUits i o x  k e a x i n g s  of. th-o.s.e £emmiJtte_e&J.

R a t h e r ,  it is p a r t  of a r e g u l a r  m e e t i n g  of the code 
r e v i s i o n  c o m m i s s i o n  t h a t  d r a f t e d  the bill, a n  i n f o r m a t i o n a l  
h e a r i n g  a n d  a c h a n c e  for the c o m m i s s i o n  to h e a r  s u g g e s t i o n s  a b o u t  
the b i l l  t h a t  it w ill, if it b e l i e v e s  w a r r a n t e d ,  p a s s  on to the 
L a b o r  a n d  C o m m e r c e  C o m m i t t e e s  in the f o r m  of p r o p o s e d  c h a n g e s .

The b i l l  w i l l  go t h r o u g h  h e a r i n g s  of the l e g i s l a t i v e  
c o m m i t t e e s .  H o w e v e r ,  w e  e x p e c t  a bi l l  r e v i s i n g  £gr. p r o f i t 
c o r p o r a t i o n  law, a s  d i f f e r e n t i a t e d  f r o m  n o n p r o f i t  c o r p o r a t i o n  
law, w i l l  b e  t r e a t e d  f i r s t  by t h e  c o m m i t t e e s .  L e g i s l a t i v e  
c o m m i t t e e  h e a r i n g s  on the n o n p r o f i t  bi l l  m a y  be w e e k s  or m o n t h s  
away. T h e  e a r l y  t e l e c o n f e r e n c e  p r o v i d e s  a n  e a r l y  lo o k  a t  the 
b i l l  b e f o r e  t h e  l e g i s l a t u r e  is a c t i v e l y  w o r k i n g  w i t h  it.

W e  a s k  t h a t  p e r s o n s  w h o  w i s h  to e i t h e r  l i s t e n  in or 
t e s t i f y  a t  t h e  J a n u a r y  20 t e l e c o n f e r e n c e  n o t i f y  t h e i r  l o c a l  
t e l e c o n f e r e n c e  c e n t e r  as s o o n  as p o s s i b l e ,  so t h a t  c e n t e r  w i l l  be 
i n c l u d e d  in the t e l e c o n f e r e n c e .  T h e  l i s t  of c e n t e r s  is 
a t t a c h e d .

W e  h o p e  a n d  t r u s t  the t e l e c o n f e r e n c e  w i l l  be h e l p f u l  
for all th a t  a r e  c o n c e r n e d  w i t h  the bill.

D R r c h w
A t t a c h m e n t
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TO: R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

S e n a t o r  R i c h a r d  I. E l i a s o n ,  C h a i r m a n  
S e n a t o r  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  D i c k  R e g a n ,  R e s e a r c h  Director,
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o

D A T E :  F e b r u a r y  1, 1 9 8 4

RE: T r a n s c r i p t  of j o i n t  h e a r i n g  on
M B 3 4 3 / S B  2 4 6  on p r o f i t  c o r p o r a t i o n s

E n c l o s e d  is a t r a n s c r i p t  m a d e  f r o m  t h e  H o u s e  L a b o r  and 
C o m m e r c e  C o m m i t t e e ' s  t a p e  of t h e  j o i n t  h e a r i n g  on H B  3 4 3 / S B  246 
h e l d  M o n d a y ,  J a n u a r y  23 f 1 9 8 4 .  C a t h e r i n e  W a l s h  of t h i s  o f f i c e  
t y p e d  it a t  the r e q u e s t  of  t h e  c o d e  r e v i s i o n  c o m m i s s i o n .

A n y  m e m b e r s  of the H o u s e  or S e n a t e  L a b e . a n d  C o m m e r c e  
C o m m i t t e e s  w h o  w e r e  a b s e n t  f r o m  t h e  J a n u a r y  23.rd m e e t i n g  m a y  be 
e s p e c i a l l y  i n t e r e s t e d  in t h e  t r a n s c r i p t .

S i n c e  the H o u s e  m e m b e r s  h a d  to l e a v e  for a f l o o r  
s e s s i o n  b e f o r e  t h e  m e e t i n g  w a s  c o n c l u d e d ,  t h e y  m a y  be  i n t e r e s t e d  
in t h e  t e s t i m o n y  a t  t h e  l a s t  of t h e  t r a n s c r i p t — t e s t i m o n y  of 
E l i z a b e t h  J o h n s t o n  of the A l a s k a  F e d e r a t i o n  of N a t i v e s  
s u b c o m m i t t e e  on  t h e  b i l l  a n d  Irv B e r t r a m ,  l e g a l  c o u n s e l  for 
A l a s k a  A i r l i n e s .

D R : cliw

E n c l o s u r e



J O I N T  H O U S E  / S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  
H E A R I N G  O N  H B  3 4 3 / S B  2 4 6 — F O R  P R O F I T  C O R P O R A T I O N S

J A N U A R Y  23, 1 9 8 4  
8:30 a.m.

C O W D E R Y ;  I ’d l i k e  to c a l l  t h e  L a b o r  a n d  C o m m e r c e  
m e e t i n g  to or d e r .  I t ’s J a n u a r y  23, 1984, a t  9:80 a.m. (sic) 
8: 5 0  a.m. I ’d l i k e  to n o t e  t h o s e  p r e s e n t :  Rep* U e l i n g ,  Rep. 
P e s t i n g e r ,  Rep. K o p o n e n  a n d  J a m e s  C o w d e r y .  A n d  I ’d a l s o  l i k e  to 
n o t e  p r e s e n t  S e n a t o r  M u l c a h y .  T h e  p u r p o s e  of th i s  m o r n i n g’s
m e e t i n g  is to h a v e  t e s t i m o n y  on a n  a c t  r e v i s i n g  the c o r p o r a t e  
c ode. A t  t h i s  t i m e  I t h i n k  t h a t  w e  w o u l d  l i k e  to c a l l  on J o h n  
A b b o t t  a n d  a n y o n e  t h a t  w o u l d  l i k e  t o  t e s t i f y  s i g n  in. T h e  f i r s t  
o n e  to t e s t i f y  t h a t  I b e l i e v e  I'd l i k e  to h a v e  is J o h n  A b b o t t .  
S t a t e  y o u r  n a m e  a n d  a f f i l i a t i o n .

7\BBOTT: T h a n k  you, Rep. C o w d e r y .  My n a m e  is J o h n  A b b o t t  
a n d  I a m  t h e  c h a i r m a n  of the A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n .  T h e  
c o d e  r e v i s i o n  c o m m i s s i o n ,  for t h o s e  of y o u  w h o  a r e  u n a w a r e  of 
this, w a s  a T i t l e  24 c o m m i s s i o n  c r e a t e d  b y  t h e  l e g i s l a t u r e  in
1 976. It is c o m p r i s e d  of i n d i v i d u a l s  r e p r e s e n t i n g  t h e  A l a s k a  
C o u r t  S y s t e m ,  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  r e p r e s e n t i n g  t h e  
G o v e r n o r ,  t h e  A l a s k a  Bar A s s o c i a t i o n  r e p r e s e n t a t i v e ,  
r e p r e s e n t a t i v e s  f r o m  bo t h  t h e  H o u s e  a n d  the S e n a t e ,  a t  t h i s  time, 
R e p .  Charlie. B u s s e l l  a n d  S e n a t o r  P a t r i c k  R o d e y .  M y s e l f  an  an
a p p o i n t m e n t  of the G o v e r n o r ,  as a l a y p e r s o n  a n d  F r e d  B r o w n  a s  a 
r e p r e s e n t a t i v e  of G o v e r n o r  S h e f f i e l d .  W e  -have o n e  v a c a n c y  on t h e  
c o m m i s s i o n  a t  t h e  p r e s e n t  time. G e n e r a l l y ,  t h e  p u r p o s e  of t h e  
c o m m i s s i o n  is to e n t e r t a i n  r e q u e s t s  b y  the l e g i s l a t u r e ,  by a n y  
b r a n c h  of g o v e r n m e n t  for t h a t  m a t t e r ,  to l o o k  i n t o  a r e a s  of
s t a t u t o r y  law of a t e c h n i c a l  n a t u r e  t h a t  a r e  in n e e d  of r e v i s i o n  
f o r  a n y  n u m b e r  of r e a s o n s  i n c l u d i n g  the f a c t  th a t  t h e y  no l o n g e r  
comport, v/ith t h e  A l a s k a  life, b e c a u s e  w e  a r e  a m o r e  s o p h i s t i c a t e d  
s t a t e ,  b e c a u s e  t h e y  h a v e n ' t  p r o v i d e d  for a n u m b e r  of y e a r s ,  t h a t  
t h e y  a r e  o u t  of s y n c  w i t h  t h e  p r e s e n t  n e e d s  of t h e  law. T h e  
c o m m i s s i o n  a l s o  e n t e r t a i n s  its own p r o j e c t s  a n d  h a s  at a n y  g i v e n  
p o i n t  in t i m e  two m a j o r  p r o j e c t s  at  least, p l u s  a n u m b e r  of m i n o r  
p r o j e c t s  for c o n s i d e r a t i o n  b y  the l e g i s l a t u r e .  W e  h a v e  a t  t h e  
p r e s e n t  t i m e  f i v e  m a j o r  bi l l s ,  s o m e  of w h i c h  w i l l  be c o n s i d e r e d  
b y  the l e g i s l a t u r e  th i s  s e s s i o n ,  o t h e r s  w i l l  die a n d  n o t  g e t  
c o n s i d e r a t i o n .  T h e  b i l l  in f r o n t  of y o u  t o d a y  h a s  b e e n  
i n t r o d u c e d  b y  the R u l e s  C o m m i t t e e  in b o t h  the H o u s e  a n d  the 
S e n a t e  as H B  343 a n d  SB 246. T h e  two b i l l s  a r e  i d e n t i c a l  in w h a t  
t h e y  do a n d  w e r e  i n t r o d u c e d  s i m u l t a n e o u s l y  for t h e  p u r p o s e  of 
c o n s i d e r a t i o n  by  b o t h  the H o u s e  a n d  S e n a t e  w i t h o u t  the n e c e s s i t y  
of g o i n g  t h r o u g h  o n e  a n d  then g o i n g  t h r o u g h  t h e  other. T h i s  is 
t h e  p r a c t i c e  t h e  c o d e  r e v i s i o n  c o m m i s s i o n  h a s  u s e d  for the p a s t  
s e v e r a l  y e a r s  to e x p e d i t e  c o n s i d e r a t i o n  of the bill. M y s e l f ,  as 
c n a i r m a n ,  a n d  J e r r y  K u r t z  w h o  r e p r e s e n t s  the A l a s k a  B a r  
A s s o c i a t i o n  h a v e  b e e n  p r e s e n t  on t h e  c o m m i s s i o n  d u r i n g  t h e  e n t i r e



p e r i o d  of t i m e  t h e  c o r p o r a t i o n s  b i l l  h a s  b e e n  c o n s i d e r e d  a n d  
w o r k e d  on, a n d  w e  a l o n g  w i t h  w i t h  o t h e r  m e m b e r s  of our s t a f f  a n d  
o t h e r  c o m m i s s i o n e r s  a r e  m o s t  a n x i o u s  to m e e t  w i t h  y o u  or y o u r  
s t a f f  to f u r t h e r  e x p l a i n  t h e  b i l l  i t s e l f .  It ' s  a v e r y  l a r g e
b i l l ;  i t ' s  c o m p l i c a t e d ;  i t  is a s o p h i s t i c a t e d  bill. It
d e t e r m i n e s .all of t h e  a r e a s  of r e s p o n s i b i l i t y  w h i c h  a r e  t a k e n  on 
w h e n  a c o m p a n y  s e e k s  a c o r p o r a t e  c h a r t e r  a n d  s e e k s  a p r i v i l e g e  
c o n f e r r e d  by  the S t a t e  of A l a s k a .  W e  h a v e  w i t h  us t o d a y  P r o f e s s o r  
D a n i e l  F e s s l e r .  He is a p r o f e s s o r  of l a w  at  the U n i v e r s i t y  of 
D a v i s ,  C a l i f o r r i a ,  w h o  h a s  b e e n  the c o n s u l t a n t  on t h i s  bi l l  s i n c e  
its i n c e p t i o n  a n d  is o n e  of t h e  r e c o g n i z e d  a u t h o r i t i e s  on 
c o r p o r a t e  l a w  in t h e  U n i t e d  S t a t e s .  H e  w i l l  g i v e  y o u  a t h u m b n a i l  
s k e t c h  of t h i s  b i l l  a n d  a t t e m p t  to a n s w e r  a n y  q u e s t i o n s  t h a t  y o u  
m a y  h a v e  c o n c e r n i n g  t h e  s p e c i f i c  t e c h n i c a l  a s p e c t s  of the b i ll. 
T h e  b i l l  w a s  the r e s u l t  cf c o n c e r n  o n  t h e  p a r t  of m e m b e r s  of the 
c o d e  c o m m i s s i o n ,  b o t h  in p r i v a t e  p r a c t i c e  a n d  in t h e  o t h e r  a r e a s  
r e p r e s e n t e d  by  t h e  c o d e  c o m m i s s i o n ,  t h a t  s o m e  w o r k  n e e d e d  to be 
d o n e  b e c a u s e  the b a s i c  b i l l  h a d  b e en, as it w e r e ,  a n  o f f - t h e - r a c k  
b i l l  a d o p t e d  f r o m  O r e g o n  s t a t u t e s  a t  the t i m e  of s t a t e h o o d .  
W h e t h e r  or n o t  it w a s  a p p r o p r i a t e  to A l a s k a  e v e n  a t  t h e  t i m e  it 
w a s  a d o p t e d  l e a v e s  s o m e  q u e s t i o n .  C e r t a i n l y  the e x i s t i n g  l a w  
d o e s  n o t  in  a n y  r e s p e c t  r e a l l y  m e e t  t h e  n e e d s  of A l a s k a n s  for 
i n c o r p o r a t i o n .  T h e  n e w  bj.ll a t t e m p t s  to set o u t  a n d  d e f i n e  a l l
t h e  r e l a t i o n s h i p s  b e t w e e n  t h e  v a r i o u s  p r i n c i p a l s  or p l a y e r s  in
the c o r p o r a t e  s t a t u s .  So t h a t  o n e  n e e d  on l y  lo o k  a t  t h i s  b i l l  to 
d e t e r m i n e  h o w  y o u  b e c o m e  a c o r p o r a t i o n ;  h e w  y o u  a c t  a s  a 
c o r p o r a t i o n ;  h o w  y o u  t e r m i n a t e  as a c o r p o r a t i o n .  T h e  bil.l t h a t ' s  
p r e s e n t l y  b e f o r e  t h i s  c o m m i t t e e  w a s  i n t r o d u c e d ,  I b e l i e v e ,  on 
A p r i l  f, 1.903, S i n c e  t h a t  time, so m a  c h a n g e s  h a v e  b o o n  m a d e  a s  a 
r e s u l t  of p u b l i c  h e a r i n g s  h e l d  by t h e  c o d e  r e v i s i o n  c o m m i s s i o n  
a n d  i n p u t  f r o m  v a r i o u s  d i f f e r e n t  o r g a n i z a t i o n s  c o n c e r n i n g  s o m e  of 
the s p e c i f i c  f e a t u r e s  of t h e  b i ll. A n d  as  a r e s u l t ,  the c o d e  
c o m m i s s i o n  vat 1.1 b o  m a k i n g  a c m e  r e c o m m e n d a t i o n s  for c h a n g e s  to the 
c o m m i t t e e s  c o n s i d e r i n g  t h i s  b i ll. T h e  w o r k  on s e c t i o n s ,  w r i t t e n  
c o m m e n t s  to the b i l l  a n d  r e q u e s t s  t h a t  c e r t a i n  c h a n g e s  be m a d e .  
T h e s e  c h a n g e s  a d d r e s s  c o n c e r n s  r a i s e d  b y  A l a s k a  A i r l i n e s ,  o n e  of 
p r o b a b l y  the s t a t e ' s  l a r g e s t  c o r p o r a t i o n s ,  a s p e c i a l  s u b c o m m i t t e e  
of t h e  A l a s k a  F e d e r a t i o n  of N a t i v e s  t h a t  h a s  w o r k e d  'or q u i t e  
s o m e  t i m e  w i t h  t h e  c o d e  c o m m i s s i o n ,  h a s  g r a c i o u s l y ,  g e n e r o u s l y  
p r o v i d e d  i t s  ov/n t i m e  a n d  e x p e r t i s e  a n d  its l e g a l  s t a f f  in 
v a r i o u s  of the c o r p o r a t i o n s  a n d  h a s  p r o v i d e d  us w i t h  s o m e  g o o d  
a n d  n e e d e d  a m e n d m e n t s  to t h e  b i ll. T h o s e ,  too, w i l l  be 
e n t e r t a i n e d .  W e  a l s o  h a v e  w o r k e d  v e r y  c l o s e l y  w i t h  tlr. W i l l i s  
K i r k p a t r i c k ,  d e p u t y  d i r e c t o r  of c o r p o r a t i o n s  in the C o m m i s s i o n e r  
of C o m m e r c e  o f f i c e .  Arid he, too, h a s  r e c o m m e n d e d  s o m e  c h a n g e s  
t h a t  if m a d e  w i l l  r e d u c e  a n y  f i n a n c i a l  i m p a c t  on h i s  o f f i c e .  S o  
t h a t  it w a s  t h e  i n t e n t  of t h e  c o m m i s s i o n  to drcift a b i l l  t h a t  
w o u l d  h a v e  no f i n a n c i a l  i m p a c t  on t h e  C o m m i s s i o n e r  of C o m m e r c e  
o f f i c e  or the d i r e c t o r  of c o r p o r a t i o n s .  S o  y o u  w i l l  be g e t t i n g  
s o m e  r e c o m m e n d a t i o n s  for. a m e n d m e n t s  p u r s u a n t  to our d i s c u s s i o n s  
a n d  the e x c h a n g e  of i d e a s  of A l a s k a  A i r l i n e s ,  the C o m m i s s i o n e r  of
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C o m m e r c e  a n d  t h e  A l a s k a  F e d e r a t i o n  of N a t i v e ' s  s u b c o m m i t t e e .  I 
t h i n k  w i t h o u t  f u r t h e r  a d o  I ' l l  a s k  P r o f e s s o r  D a n i e l  F e s s l e r  to 
c o m e  u p  a n d  g i v e  y o u  a b r i e f  s u m m a r y ,  an  o v e r v i e w  of v h a t  the 
b i l l  d oes. If t h e r e  a r e  any q u e s t i o n s ,  w e  a l s o  h a v e  s i g n e d  u p  as 
w i t n e s s e s ,  C o m m i s s i o n e r  J e r r y  K u r t z ,  F r e d  B r o w n  to p r o v i d e  
a d d i t i o n a l  t e s t i m o n y  or c o m m e n t s  or, in t h e  e v e n t  y o u  h a v e  s o m e  
q u e s t i o n s ,  w e ' l l  do our b e s t  to a n s w e r  t h e m  for you. T h a n k  you.

C O W D E R Y :  T h a n k  yo u .  I'd l i k e  to n o t e  t h a t  S e n a t o r  is 
p r e s e n t .  A n d  at t h i s  time, I'd l i k e  to h a v e  J o h n  A b b o t t  . . . 
t h e n  t h e  n e x t  o n e  up is . . .

R O D E Y :  R a t h e r  t h a n  i n v i t e  a n y  c o m m e n t s ,  I t h i n k  t h a t  
P r o f e s s o r  F e s s l e r  can do a b e t t e r  j o b  of e x p l a i n i n g  the m a t e r i a l  
t h a n  a n y b o d y  e l s e  I know. Mr. C h a i r m a n ,  I ' m  the S e n a t e  m e m b e r  of
t h e  c o d e  r e v i s i o n  c o m m i s s i o n ,  a n d  the c o d e  h a s  l a b o r e d  long a n d
h a rd, p a r t i c u l a r l y  P r o f e s s o r  F e s s l e r  a n d  C h a i r m a n  A b b o t t  on th i s  
p a r t i c u l a r  l e g i s l a t i o n .  A n d  T. t h i n k  it is w o r t h y  of t h e
c o m m i t t e e ' s  v e r y  s e r i o u s  c o n s i d e r a t i o n .  It is in f i n a l  form, but 
it  is v e r y  ne a r  p a s s a g e .

F E S S L E R :  G e n t l e m e n ,  I am a s c h o o l  t e a c h e r  at the
U n i v e r s i t y  of C a l i f o r n i a  at Davis. A n d  the s u b j e c t s  t h a t  I t e a c h  
a r e  c o n t r a c t s  a n d  c o r p o r a t i o n s .  F o u r  y e a r s  a g o  I w a s  a p p r o a c h e d  
b y  the c o m m i s s i o n  a n d  a s k e d  if I w o u l d  b e  i n t e r e s t e d  in s e r v i n g  
a s  a c o n s u l t a n t  to f i r s t  s u r v e y  t h e  c o n t e n t  of e x i s t i n g  A l a s k a  
s t a t u t o r y  l a w  in t h e  b u s i n e s s  fi e l d ,  a n d  t h e n  w o r k  w i t h  the 
c o m m i s s i o n  s h o u l d  it d e t e r m i n e  t h a t  t h e r e  w a s  n e e d  for r e v i s i o n .  
T h e  s u r v e y  of e x i s t i n g  A l a s k a  l a w  w a s  u n d e r t a k e n ,  a n d  the 
c o n c l u s i o n  w a s  a r r i v e d  a t  t h a t  the e x i s t i n g  A l a s k a  l a w  w a s  n o t  
t h e  l a w  t h a t  the s t a t e  w o u l d  most' l i k e  t o  h a v e  its c i t i z e n s  
f u n c t i o n i n g  un d e r .  T h e  l a w  t h a t  w e  c u r r e n t l y  h a v e  in A l a s k a  w a s  
a d o p t e d  by the l e g i s l a t u r e ,  the f i r s t  .legislature a f t e r  
s t a t e h o o d ,  b y  a d o p t i n g  t h e  then A l a s k a ,  e x c u s e  me, the then 
c o n t e n t  of the O r e g o n  c o r p o r a t i o n  lav;. T h e  O r e g o n  c o r p o r a t i o n s  
l a w  in tu r n  w a s  t a k e n  f r o m  s o m e t h i n g  c a l l e d  the M o d e l  B u s i n e s s  
C o r p o r a t i o n  Act, w h i c h  a c t  w a s  p u t  o u t  by the B u s i n e s s  L a w  
S e c t i o n  of the A m e r i c a n  Bar A s s o c a t i o n  in the e a r l y  1 9 5 0 ' s .  By 
t h e  t i m e  A l a s k a  a d o p t e d  the O r e g o n  Law, t h e  O r e g o n  l e g i s l a t u r e  
w a s  on the v e r g e  of c h a n g i n g  it. A n d ,  s u b s e q u e n t l y ,  the O r e g o n  
l e g i s l a t u r e  h a s  c h a n g e d  m u c h  of t h e  c o n t e n t  of t h e  law. So, a n d  
t h i s  is b e c a u s e  t h e  m o d e l  act, w h i c h  w a s  t h e  b a s i s  of the O r e g o n  
l a w  a n d  th e n  b e c a m e  the b a s i s  of our s o r t  of s t e p c h i l d  h a s  b e e n  
in t h e  p r o c e s s  of e v o l u t i o n .  T h e  c o m m i s s i o n  a l s o  n o t e d  that in 
the i n t e r v e n i n g  near q u a r t e r  of a c e n t u r y ,  t h a t  t h e r e  h a v e  b e e n  
s i g n i f i c a n t  c h a n g e s  in corporar.e law in t h r e e  of the m o s t  
c r i t i c a l  j u r i s d i c t i o n s  to w h i c h  o t h e r  s t a t e s  g e n e r a l l y  lo o k  for 
g u i d a n c e .  A n d  t h a t  is t h a t  N e w  Y o r k  h a d  r e w r i t t e n  its 
c o r p o r a t i o n s  .1 a w s  in t h e  1 at:e 1960' s ; Ca 1 if or nia under took a 
s i m i l a r  p r o j e c t  in w h i c h  I w a s  i n v o l v e d  on the w o r k i n g  c o m m i t t e e  
w i t h  the l e g i s l a t u r e  in t h e  niid-19/C's. A n d  f i n a l l y  the m o d e l
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a c t  i t s e l f  h a s  b e e n  r e c a l l e d  a n d  is in the p r o c e s s  of a 
t h r e e - y e a r  s t u d y  in w h i c h  a c o u p l e  of y e a r s  f r o m  n o w  w i l l  r e s u l t  
in f u r t h e r  r e c o m m e n d a t i o n s .  So t h e r e  h a v e  b e e n  c h a n g e s  w i t h  
r e g a r d  to the t h e o r e t i c a l  b a s i c  of t h e  lav/. F u r t h e r ,  t h e r e  a r e  
c h a n g e s  in A l a s k a  in a q u a r t e r  of a c e n t u r y .  C h a n g e s  w h i c h  
s u g g e s t e d  t h a t  it m i g h t  b e  t i m e  for t h e  S t a t e  of A l a s k a  to h a v e  a 
c o r p o r a t i o n  law t h a t  is a p r o d u c t  of its o w n  d e l i b e r a t e  c r e a t i o n ,  
r a t h e r  t h a n  s o m e t h i n g  b o r r o w e d  f r o m  e l s e w h e r e .  T h e  r e s u l t  of 
t h i s  f o u r - y e a r  e f f o r t  is t h e  b i l l  w h i c h  y o u  h a v e  in  f r o n t  of 
yo u .  A n d  w i t h  t h e  e x c e p t i o n  of s o m e  m i n o r  a m e n d m e n t s  w h i c h  
r e s u l t e d  in f i n a l  m e e t i n g s  w i t h  r e p r e s e n t a t i v e s  of the A l a s k a  
F e d e r a t i o n  of N a t i v e s  s u b c o m m i t t e e  a n d  v a r i o u s  o t h e r  p r i v a t e  
p a r t i e s  w h o  h a v e  t e s t i f i e d  b e f o r e  t h e  c o m m i s s i o n  t h a t  the b i l l  
w h i c h  the c o m m i s s i o n  is s e e k i n g  y o u r  l e g i s l a t i v e  a p p r o v a l  a n d  
e n a c t m e n t  is n o w  in f i n a l  f o rm. In a d d i t i o n  to t h e  bill, the 
c o m m i s s i o n  h a s  p r e p a r e d  v e r y  l e n g t h y  c o m m e n t a r i e s , T h e s e  
c o m m e n t a r i e s ,  h o p e f u l l y ,  a r e  d e s i g n e d  t o  e x p l a i n  t o  m e m b e r s  of 
b o t h  t h e  H o u s e  a n d  S e n a t e  the o r i g i n  of ea c h  a n d  e v e r y  p r o v i s i o n  
of the act, to s h a r e  the v a l u e  j u d g m e n t s  w h i c h  c a u s e d  t h e  m e m b e r s  
of t h e  c o d e  r e v i s i o n  c o m m i s s i o n  to r e c o m m e n d  t h a t  p a r t i c u l a r  
c o n t e n t ,  to d i s c l o s e  to y o u  to the e x t e n t  t h a t  the s t a t u t e  is 
b o r r o w e d  or m o d i f i e d  f r o m  s t a t u t o r y  l a w  in o t h e r  j u r i s d i c t i o n s  
t h e  s p e c i f i c  g e n e s i s  of the law, a n d  t h e n  to s t a t e  w h a t  c h a n g e  
w o u l d  be m a d e  in e x i s t i n g  A l a s k a  l a w  w e r e  the l e g i s l a t u r e  to 
a d o p t  t h i s  bill. In a d d i t i o n ,  your s t a f f s  w i l l  be f u r n i s h e d ,  a n d  
t h e  m e m b e r s  w i l l  be  i n v i t e d ,  to w o r k  w i t h  a n o t h e r  d o c u m e n t .  I 

a p o l o g i z e  for t h e  p r o d i g i o u s  s i z e  of t h e s e  d o c u m e n t s ,  b u t  t h i s  
d o c u m e n t  is u s e f u l  in t h a t  if a n  i n d i v i d u a l  is f a m i l i a r  w i t h  t h e  
p r o v i s i o n  of e x i s t i n g  A l a s k a  law, t h i s  w o r k s  b a c k w a r d s  f r o m  
e x i s t i n g  A l a s k a  law, s e c t i o n  by s e c t i o n ,  a n d  s h o w s  h o w  t h a t  
p r o v i s i o n  w o u l d  f a r e  s h o u l d  t h i s  p a r t i c u l a r  b i l l  be a d o p t e d .  No 
t h o s e  s t u d y  a i d s  h o p e f u l l y  w i l l  b e  u s e f u l  to s t a f f s  a n d  w i l l  be 
u s e f u l  to the v a r i o u s  c o m m i t t e e s  of the l e g i s l a t u r e .  W h a t  I h a d  
h o p e d  to do t h i s  m o r n i n g  w a s  to s h a r e  w i t h  y o u  so m e  of t h e  v a l u e  
j u d g m e n t s  w h i c h  the c o m m i s s i o n  h a s  m a d e  a n d  w h i c h  a r e  e m b o d i e d  .in 
the m u l t i p l e  p r o v i s i o n s  of t h i s  act. O n e  of the m a j o r  
d i s a d v a n t a g e s  of: e x i s t i n g  A l a s k a  l a w  is t h a t  if a n  i n d i v i d u a l  
w e r e  to pi c k  it u p  s e e k i n g  to k n o w  t h e  c o n t e n t  of t h e  law t h e  
i n d i v i d u a l  m i g h t  f o l l o w ,  e x i s t i n g  A l a s k a  c o r p o r a t e  l a w  is t o t a l l y  
d i s o r g a n i z e d .  P r o v i s i o n s  w h i c h  m a y  r e l a t e  or s u r r o u n d  the 
p r o b l e m  a r e  s c a t t e r e d  t h r o u g h o u t  the b i ll. O n e  of t h e  i n i t i a l  
i m p r e s s i o n s  t h a t  y o u  w i l l  g a i n  f r o m  l o o k i n g  at  th i s  b i l l  is t h a t  
it is v e r y  t i g h t l y  o r g a n i z e d ,  it is o r g a n i z e d  by m a j o r  t o p i c a l  
s e c t i o n s  w i t h  t h e  h o p e  t h a t  if an  i n d i v i d u a l  h a s  a p r o b l e m  w i t h  
the f o r m a t i o n  of a c o r p o r a t i o n ,  all p r o v i s i o n s  of t h e  act t h a t  
d e a l  w i t h  c o r p o r a t e  f o r m a t i o n  w i l l  b e  f o u n d  in A r t i c l e  3. If the 
i s s u e  r e l a t e s  to c o r p o r a t e  f i n a n c e ,  A r t i c l e  4 c o n t a i n s  a l l  the 
r e l e v a n t  law. Ho that, in e s s e n c e ,  t h e  c o m m i s s i o n  d i r e c t e d  m e  to 
ciraft the v a l u e  j u d g m e n t s  w h i c h  it h a d  m a d e  v e r y  m u c h  in the f o r m  
of a c o o k b o o k ,  b u t  h o p e f u l l y  g e t t i n g  t h e  i n g r e d i e n t s  in the r i g h t  
o r d e r  so t h a t  it s h o u l d  be s o m e t h i n g  w h i c h  an i n d i v i d u a l ,  w h e t h e r



a l a y p e r s o n  or a p r a c t i t i o n e r  d e s i r o u s  cf k n o w i n g  t h e  c o n t e n t  of 
th e  law, w i l l  b e  a b l e  to f i n d  it. A n d  o n c e  in the r i g h t  srca, 
w i l l  f i n d  a l l  of the r e l a t e d  p r o v i s i o n s  o f  the s t a t u t e  ra t h e r  
t h a n  h a v e  t h e m  l y i n g  a r o u n d  in l a n d  m i n e s  s o m e  25 to 30 c r e d i t  
p a g e s  l a t e r ,  w h i c h  is the r a t h e r  d u b i o u s  d i s t i n c t i o n  of the 
c u r r e n t  p r o v i s i o n s  of c h a p t e r  5, T i t l e  10. Nov; t h e  a r e a s  w h e r e i n  
s i g n i f i c a n t  v a l u e  j u d g m e n t s  a r e  f o u n d  w o u l d  be A r t i c l e  3 w h i c h  
d e a l s  w i t h  t h e  f o r m a t i o n  of a c o r p o r a t i o n .  H o m e  s t a t e s  l i k e  
C a l i f o r n i a  h a v e  a t t e m p t e d  to s a y  t h a t  if y o u  a r e  g o i n g  to f o r m  a 
c o r p o r a t i o n  in C a l i f o r n i a ,  c e r t a i n  m a j o r  v a l u e  j u d g m e n t s  h a v e  
b e e n  m a d e  by  t h e  l e g i s l a t u r e .  A n d  the p r i c e  for f o r m i n g  a 
c o r p o r a t i o n  i n  C a l i f o r n i a  is t h a t  y o u  c o m p l y  w i t h  t h e  v a l u e  
j u d g m e n t s .  T h e y  w o u l d  i n c l u d e  s u c h  t h i n g s  as the r e q u i r e m e n t  
t h a t  t h e r e  be c u m u l a t i v e  v o t i n g  for s h a r e h o l d e r s ;  t h a t  the b o a r d  
c a n n o t  be c l a s s i f i e d ;  t h a t  the d i r e c t o r s  c a n  o n l y  s e r v e  o n e - y e a r  
ter m s .  C a l i f o r n i a  is a s t a t u t e  w h i c h  is v e r y  p r e g n a n t  w i t h  v a l u e  
j u d g m e n t s  t h a t  s o r t  of te l l  c i t i z e n s  t h i s  is the o n l y  w a y  w e  are 
g o i n g  to p e r m i t  it to b e  clone. N o w  t h e  r e a s o n  t h a t  th i s  s t a t u t e  
d o e s  n o t  do t h a t  is f i r s t  t h e r e  w a s  a f u n d a m e n t a l  p h i l o s o p h i c a l  
d i s a g r e e m e n t  t h a t  the S t a t e  of A l a s k a  s h o u l d  b e  in t h e  b u s i n e s s  
of m a k i n g  v a l u e  j u d g m e n t s  a b o u t  h o w  p e o p l e  w h o  e n t e r  in the 
c o r p o r a t e  f o r m  o u g h t  to b e h a v e .  T h e  v a l u e  j u d g m e n t  w h i c h  took 
p r e c e d e n c e  ov e r  t h a t  w a s  t h a t  p e o p l e  s h o u l d  be .Informed by 
r e a d i n g  the s t a t u t e  w h a t  the p o s s i b i l i t i e s  are. A n d  t h a t  th e y  
s h o u l d  be a l l o w e d ,  k n o w i n g  w h a t  the p o s s i b i l i t i e s  are, to m a k e  
t h e i r  o w n  d e c i s i o n s  a s  to w h e t h e r  t h e r e  w i l l  be c u m u l a t i v e  
v o t i n g ;  h o w  l a r g e  a b o a r d  t h e y  w i l l  h a v e ;  w h e t h e r  t h e y  w i l l
c l a s s i f y  t h e  b o a r d ;  w h e t h e r  the b o a r d  w i l l  h a v e  t e r m s  t h a t  e x c e e d  
o n e  y e ar. B u t  t h a t  t h o s e  v a l u e  j u d g m e n t s  s h o u l d  be l a y e d  out, 
a n d  t h e y  a r e  l a y e d  o u t  in A r t i c l e  3 in a m a n n e r  w h i c h  an 
i n d i v i d u a l  d e t e r m i n i n g  to f o r m  a c o r p o r a t i o n  can q u i c k l y  s e e  th a t  
t h e s e  a r e  t h e  b a s i c  t h i n g s  w i t h  w h i c h  the i n d i v i d u a l s  d e s i r o u s  of 
e n t e r i n g  t h i s  a s s o c i a t i o n  s h o u l d  c o m e  t o  s o m e  a g r e e m e n t .  
F u r t h e r ,  t h e r e  is the a d v a n t a g e  th a t  w e  say t h a t  if y o u  a r e  g o i n g  
t o  m a k e  t h e s e  f u n d a m e n t a l  d e c i s i o n s ,  you m u s t  p u t  t h e m  in the 
a r t i c l e s  of i n c o r p o r a t i o n .  H o  that, if a p e r s o n  w h o  is a
p o t e n t i a l  i n v e s t o r  d e s i r i n g  t o  k n o w  w h a t  the l a y  of the l a n d  is 
f o r  XYZ c o r p o r a t i o n  n e e d  on l y  o b t a i n  a c o p y  of th a r t i c l e s  of 
X Y Z  c o r p o r a t i o n ,  a n d  t h a t  i n d i v i d u a l  w i l l  h a v e  a d e f i n i t i v e  
s t a t e m e n t  of t h e  b a s i c  v a l u e  j u d g m e n t s  w h i c h  c i t i z e n s  f o r m i n g  
t h a t  c o r p o r a t i o n  h a v e  m a d e .  A n d  t h e r e  is a f u r t h e r  p r o b l e m ,  
while; C a l i f o r n i a  h a s  a t t e m p t e d  to m a k e  v a l u e  j u d g m e n t s  a n d  i m p o s e  
t h e m  o n  c i t i z e n s ,  the s c a n d a l  is t h a t  p e o p l e  t h e n  s i m p l y  l e a v e  
the s t a t e  a n d  f o r e i g n  i n c o r p o r a t e .  T h e y  c o m a  b a c k  as O r e g o n  
c o r p o r a t i o n s .  T h e y  c o m e  b a c k  a c r o s s  the s t a t e  .line as N e v a d a
c o r p o r a t i o n s .  A n d  so it w a s  d e e m e d  t h a t  t h i s  w a s  p r o b a b l y  not 
th e  be s t  t h i n g  to  a t t e m p t ,  a n d  t h a t  the a t t e m p t  in u'he s t a t e
t h a t ' s  p u r s u i n g  i t  .isn't w o r k i n g .  So  in t h a t  r e s p e c t ,  a l t h o u g h  
y o u ' l l  see the C a l i f o r n i a  c o r p o r a t i o n  c o d e  h a s  h a d  a s i g n i f i c a n t  
i m p a c t  on m a n y  of the p r o v i s i o n s  of t h i s  r o c o m m o n d e c ‘1 legislation;, 
the b a s i c  t h ing t h a t  the C a l i f o r n i a  c o r p o r a t i o n  c o d e  is k n o w n  to,;
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is n o t  c a r r i e d  f o r w a r d  h e r e .  It is p o s s i b l e  to f o r m  a 
c o r p o r a t i o n  in A l a s k a  .which is e v e r y  bit as s t r a i g h t l a c e d  as a 
c o r p o r a t i o n  m a n d a t e d  u n d e r  C a l i f o r n i a  law. T h a t  is a v a l u e  
j u d g m e n t  t h a t  c i t i z e n s  c a n  m a k e .  It is n o t  a v a l u e  j u d g m e n t  t h a t  
t h e  l e g i s l a t u r e  w o u l d  be m a k i n g  for you. N o w  w i t h  r e g a r d  to 
A r t i c l e  4 on c o r p o r a t e  f i n a n c e .  H e r e  A l a s k a  lav; w a s  d e e m e d  to be 
f l a w e d  in a m a n n e r  t h a t  is tr u e  of v i r t u a l l y  e v e r y  state. 
L a w y e r s ,  a t  l e a s t  in  m y  e x p e r i e n c e  of b e i n g  o n e  a n d  . t e a c h i n g  
o t h e r s  for a l o n g e r  p e r i o d  of t i m e  t h a n  I l i k e  to r e c o l l e c t ,  
g e n e r a l l y  m a k e  a c a r e e r  d e c i s i o n  to go  i n t o  law s o m e t i m e  a f t e r  
t h e y  l e a r n  t h a t  t h e y  h a v e  no a p t i t u d e  w h a t s o e v e r  for a r i t h m e t i c ,  
l e t  a l o n e  m a t h e m a t i c s .  T h e  c o n s e q u e n c e  is t h a t  m o s t  l a w y e r s  
c a n n o t ,  i n c l u d i n g  m y s e l f ,  b a l a n c e  a c h e c k b o o k .  A n d  l a w y e r s  a r e  
h o r r i f i e d  by  c o n c e p t s  of a c c o u n t i n g .  T h e r e f o r e ,  over the y e a r s  
w e  h a v e  s o r t  of d e v e l o p e d  our o w n  a c c o u n t i n g  t e c h n i q u e s .  B e c a u s e  
o v e r  the y e a r s  w e  h a v e  h a d  p e r h a p s  a b i g g e r  v o i c e  t h a n  w e  s h o u l d  
h a v e  w h i s p e r i n g  in the e a r s  of e l e c t e d  r e p r e s e n t a t i v e s  a n d  
p e o p l e ,  o u r  v e r s i o n s  of the m y t h s  of a c c o u n t i n g  r a t h e r  t h a n  the 
a c c o u n t i n g  p r o f e s s i o n  h a v e  b e g u n  to c r e e p  i n t o  the law. A l a s k a ' s  
c u r r e n t  c o r p o r a t i o n  ltiw s u f f e r s  f r o m  p e r h a p s  a t e r m i n a l  c a s e  of 
l a w y e r - a c c o u n t i n g  t e r m s .  O n e  of the m a j o r  t h i n g s  w h i c h
c o r p o r a t i o n s  m u s t  w o r r y  a b o u t  if t h e y  a r e  to b e h a v e  in a s o c i a l l y  
r e s p o n s i b l e  m a n n e r ,  s i n c e  t h e y  arc g i v e n  the p r e s u m p t i o n  of 
l i m i t e d  l i a b i l i t y .  If J. f o r m  a c o r p o r a t i o n ,  my c r e d i t o r s  a n d
e v e n  v i c t i m s  of c a l a m a t i e s  s u c h  as t o r t s  m u s t  lo o k  o n l y  to the 
a s s e t s  of t h e  c o r p o r a t i o n ,  n o t  to my o w n  p e r s o n a l  a s s e t s .  
C i r c u m s t a n c e s  a r e  i m p o r t a n t  to the s t a t e ,  a l l  p e o p l e  w h o  coins 
i n t o  c o n t a c t  w i t h  c o r p o r a t i o n s .  W e l l ,  t h e n  w h a t  a s s e t s  m u s t  I 
l e a v e  w i t h  the c o r p o r a t e  e n t i t y ?  w h a t  a c c o u n t i n g  p r i n c i p l e s  m u s t  
I o b s e r v e  in k e e p i n g  the b o o k s  o f  t h e  c o r p o r a t i o n ?  T h e  l a w  h a s  
a l w a y s  b e e n  i n t e r e s t e d  in t h i s  question.. B u t  the p r o b l e m  .is t h a t  
w e  a l l o w e d  a g u l f  to g r o w  b e t w e e n  w h a t  the lav/ s e e m e d  to be
s u g g e s t i n g  a n d  v/bac a c c o u n t a n t s  w e r e  t e l l i n g  p e o p l e  a r e  t h e  
i n t e l l i g e n t  w a y  to p a r s e  t h r o u g h  m a t t e r s  a n d  to r e s o l v e  t h e m  on 
t h e  b o o k s  a n d  r e c o r d s  of a c o r p o r a t e  e n t i t y .  C a l i f o r n i a  b r o k e  
n e w  g r o u n d  j.n .1977 w h e n  it s a i d  t h a t  it w o u l d  a b o l i s h  all 
c o n c e p t s  of l e g a l  a c c o u n t i n g .  It w o u l d  s u b s t i t u t e  s o m e  s t r a i g h t ,  
c o m m o n  c e n s e  i d e a s  a s  to w h e n  a corpora.'.ion c o u l d  p a y  a
d i v i d e n d .  A  c o r p o r a t i o n  c o u l d  pay a d i v i d e n d  w i t h i n  t h e  
d i s c r e t i o n  of the b o a r d  of d i r e c t o r s  a t  a n y  ti m e  s o  l o n g  as the 
a s s e t s  of t h e  c o r p o r a t i o n  e q u a l  'he l i a b i l i t i e s  of t h e  
c o r p o r a t i o n  w i t h  t h e  p r o t e c t i v e  r a t i o  of $ 5 . OU .in a s s e t s  to e v e r y  
$ 4 . 0 0  in l i a b i l i t i e s .  A  v e r y  s i m p l e  c o n c e p t  to u n d e r s t a n d .  
T h e r e  a r e  no l o n g e r  r e d u c t i o n  s u r p l u s ,  e a r n e d  s u r p l u s ,  all of the 
n o t i o n s  w h i c h  l a w y e r s  h a v e  i n v e n t e d  o v e r  the y e a r s .  I t ' s  a v e r y  
s i m p l e  idea. If w e  a r c  g o i n g  to m a k e  d i s t r i b u t i o n ,  w h e t h e r  w e  
m a k e  it in m o n e y ,  w h e t h e r  w e  m a k e  it in c o r p o r a t e  p r o p e r t y  to 
s h a r e h o l d e r s ,  w e  h a v e  v/hat is c a l l e d  t h e  r a t i o  of a s s e t s  to 
l i a b i l i t i e s  w h i c h  m u s t  be m a i n t a i n e d .  T h i s  b i l l  a d o p t s  w h a t  is 
t u r n i n g  o u t  to be o n e  of t h e  m o s t  s u c c e s s f u l  d e c o m p l i c a t i o u s  of 
c o r p o r a t e  l i f e  w h i c h  w a s  d o n e  in C a l i f o r n i a .  It a l s o  f o l l o w s  b o t h

- 6 -



b a

C a l i f o r n i a  a n d  n o w  N e w  Y o r k  i n  s a y i n g  t h a t  in c o m p l y i n g  w i t h  the 
law, t h a t  so l o n g  a s  a c o r p o r a t i o n  k e e p s  its b o o k s  a n d  r e c o r d s  in 
a m a n n e r  w h i c h  r e f l e c t s  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  
h e  h a s  c o m p l i e d  w i t h  t h e  law. S o  w e  l e a v e  to t h e  a c c o u n t i n g  
p r o f e s s i o n  a n d  n o t  to m y  b r o t h e r s  a n d  s i s t e r s - i n - l a w  the 
d e t e r m i n a t i o n  as  to w h a t  is t h e  b e s t  w a y  for t h a t  c r a f t  a n d  
s c i e n c e  to p r o c e e d  to a d v i s e .  So  a c c o u n t i n g  is l e f t  to 
a c c o u n t a n t s ,  b u t  w e  m a k e  a s i m p l e  v a l u e  j u d g m e n t  to p r o t e c t  
p e o p l e .  I t ' s  t h i s  r a t i o  of l i a b i l i t i e s  to a s s e t s .  F i v e  d o l l a r s  
i n  a s s e t s  to f o u r  d o l l a r s .  Y o u  c a n  m a k e  a n y  d i s t r i b u t i o n  y o u  
w a n t  so l o n g  as y o u  do n o t  go b e l o w  t h a t  fl o o r .  That, I think, 
w i l l  m a k e  it m u c h  e a s i e r  for p e o p l e  d e t e r m i n e d  to c o m p l y  w i t h  the
l a w  to do so a n d  m a k e  t h e  d e t e c t i o n  of t h o s e  few p e o p l e  w h o  are
d e t e r m i n e d  to e v a d e  the l a w  m u c h  e a s i e r .  N o w  w i t h  r e g a r d  to 
A r t i c l e  5, a m a j o r  q u e s t i o n  h a s  been, in e x i s t e n c e  for m a n y  
y e a r s .  W h a t  a r e  t h e  p r o p e r  p r e r o g a t i v e s  of s h a r e h o l d e r s  a s  
o p p o s e d  to t h e  d i r e c t o r s  a n d  o f f i c e r s  of the c o r p o r a t i o n s ?  Is it  
to b e  an  A t h e n i a n  d e m o c r a c y ,  or is t h e  b e t t e r  m o d e l  t h a t  y o u  
e l e c t  the d i r e c t o r s  a n d  y o u  v e s t  c o n t r o l  a n d  m a n a g e m e n t  of the 
c o r p o r a t e  e n t i t y  d u r i n g  the p e r i o d  of t e n u r e  of t h e i r  t e r m s  in 
t h e  i n d i v i d u a l s ?  A r t i c l e  5 h a s  a d e f a u l t  p r o v i s i o n  t h a t  the 
p o w e r s  of control, a n d  m a n a g e m e n t  of t h e  c o r p o r a t i o n  a r e  v e s t e d  in 
t h e  bo a r d .  H o w e v e r ,  a c o r p o r a t i o n  m a y  by t h e  t e r m s  of its
a r t i c l e s  m o d i f y  t h i s  p r e s u m p t i o n  a n d  c o n f e r  g r e a t e r  p r e r o g a t i v e s  
u p o n  s h a r e h o l d e r s .  If it is g o i n g  to do that, h o w e v e r ,  it m u s t  
do it b y  an  a f f i r m a t i v e  p r o v i s i o n  in t h e  a r t i c l e s  of
i n c o r p o r a t i o n .  T h e  t h r u s t  of A r t i c l e  5 is to e n s u r e  t h a t  
s h a r e h o l d e r s  h a v e  a c e s s  to r e l i a b l e  a n d  u p - t o - d a t e  i n f o r m a t i o n  a s  
to t h e  c o n d i t i o n  a n d  r e c o r d  o f  a c c o m p l i s h m e n t  or f a i l u r e  of the 
p e o p l e  t h e y  h a v e  e l e c t e d  to be; the d i r e c t o r s  of t h e  c o r p o r a t i o n .  
Y o u  w i l l  n o t i c e  t h a t  for t h e  f i r s t  t i m e  w e  w o u l d  s t a n d a r d i z e  
n o t i c e  r e q u i r e m e n t s .  U n d e r  c u r r e n t  J .aw, o n e  of t h e  d e f e c t s  is 
t h a t  w e  h a v e  n o  s t a n d a r d i z a t i o n  of n o t i c e  r e q u i r e m e n t s .  For 
c e r t a i n  m a t t e r s ,  30 days' n o t i c e  is s u f f i c i e n t .  For o t h e r s ,  <10 
d a y s  is r e q u i r e d .  U n d e r  t h i s  bill, n o t i c e  r e q u i r e m e n t s  are 
s t a n d a r d i z e d ,  a n d  it s h o u l d  m a k e  p e o p l e  w h o  are d e t e r m i n e d  to
e v a d e  it m u c h  e a s i e r  to f e r r e t  out. So a g a i n  die a c t  r e f l e c t s
the c o m m i s s i o n ' s  v a l u e  j u d g m e n t  t h a t  t h e  b a s i c  p o l i c y  or p o w e r  
b e t w e e n  s h a r e h o l d e r s  on the o n e  h a n d  a n d  d i r e c t o r s  on t h e  o t h e r  
t h a t  the a c t  s h o u l d  s p e c i f y  v h a t  s h o u l d  be t h a t  r a t i o  or
r e l a t i o n s h i p  if the p a r t i e s  d o n ' t  w i s h  to c h a n g e  it. B u t  if t h e y  
do w i s h  to m a k e  a d i f f e r e n t  a r r a n g e m e n t ,  if t h e y  p u t  i t  in the 
a r t i c l e s  t h e y  a r e  f r e e  to do so. A r t i c l e  6 d e a l s  w i t h  the
p r e r o g a t i v e s  a n d  r e s p o n s i b i l i t i e s  of o f f i c e r s  a n d  d i r e c t o r s .  
H e r e  1' t h i n k  y o u ' l l  be v e r y  p l e a s e d  to s e e  t h a t  for the v e r y
f i r s t  t i m e  w e  h a v e  a s t a t u t o r y  d e f i n i t i o n  of the d u t i e s  of c a r e
a n d  d u t i e s  of l o y a l t y  w h i c h  d i r e c t o r s  a n d  o f f i c e r s  a r e  e x p e c t e d  
to o b ey. A t  the p r e s e n t  t i m e  in A l a s k a ,  it w o u l d  b e  a m a t t e r  of 
c o n j e c t u r e  w h a t  the A l a s k a  S u p r e m e  C o u r t  w o u l d  e v e n t u a l l y  say 
w i t h  t h e  c o n t e n t  of t h o s e  i m p o r t a n t  d u t i e s .  T h i s  m a k e s  it
d i f f i c u l t  for an i n d i v i d u a l  w h o  is e m b a r k i n g  u p o n  the c a r e e r  of
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b e i n g  a c o r p o r a t e  d i r e c t o r ,  p e r h a p s  out of a c c o m m o d a t i o n  to 
f r i e n d s ,  a n d  m a n y  s m a l l  c o r p o r a t i o n s  k n o w  e x a c t l y  w h a t  it is I a m  
e x p e c t e d  to do, a p e r i l  of l a t e r  on b e i n g  h e l d  a c c o u n t a b l e  for 
n o t  h a v i n g  d o n e  it. A n o t h e r  i m p o r t a n t  f e a t u r e  of t h i s  b i l l  w h i c h  
h a s  r e c e i v e d  w i d e  s u p p o r t  by t h o s e  p e o p l e  w h o  h a v e  r e a d  it, is 
S e c t i o n  435. S e c t i o n  435 for the f i r s t  t i m e  in A l a s k a  s u b j e c t s  
s h a r e h o l d e r  d e r i v a t i v e  c a u s e s  of a c t i o n  to s t a t u t o r y  r e g u l a t i o n .  
A l a s k a  p r e s e n t l y  h a s  t h e  d u b i o u s  d i s t i n c t i o n  of b e i n g  one of two 
A m e r i c a n  j u r i s d i c t i o n s  w h i c h  h a s  n o  s t a t u t o r y  r e g u l a t i o n  of the 
d e r i v a t i v e  suit. T h i s  is a s u i t  in w h i c h  a s h a r e h o l d e r  c o m e s  
f o r w a r d  a n d  b r i n g s  a c a u s e  of a c t i o n  t h a t  a l l e g e s  t h a t  n o t  I, the 
s h a r e h o l d e r ,  h a v e  b e e n  i n j u r e d  b u t  t h a t  the c o r p o r a t i o n  h a s  b e e n  
i n j u r e d .  A n d  I as a s h a r e h o l d e r  a p p o i n t  m y s e l f  to l i t i g a t e  this 
m a t t e r  on b e h a l f  of the c o r p o r a t i o n .  T h e  t e n s i o n  b e t w e e n  the 
p r e r o g a t i v e s  of t h e  i n c u m b e n t  d i r e c t o r s  of the c o r p o r a t i o n  to 
m a k e  t h a t  d e c i s i o n  a n d  to c o n t r o l  t h a t  l i t i g a t i o n  a n d  the r i g h t s  
of a s h a r e h o l d e r  to s a y  t h a t  I a m  g o i n g  to e l b o w  m y  w a y  into the 
p i l o t ' s  s e a t  in t h i s  p l a n e  for the n e x t  s e v e r a l  y e a r s ,  is a v e r y  
i m p o r t a n t  o n e  b e c a u s e  it m a y  be  t h a t  t h e r e  is c o r r u p t i o n  a t  the 
b o a r d  l e v e l .  M a y b e  t h e r e  is not. I u r g e  y o u r  v e r y  c a r e f u l  
a t t e n t i o n  to S e c t i o n  435 to p o i n t  o u t  t h a t  I b e l i e v e  y o u  w o u l d  
f i n d  t h a t  y o u  w o u l d  go f r o m  h a v i n g  no s t a t u t o r y  r e g u l a t i o n  on 
t h i s  i m p o r t a n t  s u b j e c t  to h a v i n g  o n e  of the m o s t  b a l a n c e d ,  
c o m p r e h e n s i v e  r e g u l a t i o n s  of t h e  s u b j e c t  in t h i s  c ountry. 
S e c t i o n  435, t h e r e f o r e ,  is an i m p o r t a n t  i n n o v a t i o n .  A r t i c l e  7 is 
r a t h e r  t e c h n i c a l  in  n a t u r e .  It d e a l s  w i t h  the q u e s t i o n  of h o w  w e  
go a b o u t  m a k i n g  a m e n d m e n t s  a n d  c h a n g e s  t o  the a r t i c l e s  of 
i n c o r p o r a t i o n .  A g a i n ,  it s t a n d a r d i z e s  p r o c e d u r e s  a n d  f o r c e s  t h e  
a t t e n t i o n  of t h o s e  w h o  w i s h  to c h a n g e  the b a s i c  f o r m a t  of a 
c o r p o r a t i o n  i n t o  d o i n g  it by w a y  of a m e n d i n g  the a r t i c l e s  so that 
t h e r e  Is r e g u l a r i t y .  A n d  a g a i n  so t h a t  p o t e n t i a l  i n v e s t o r s  
i n t e r e s t e d  ir. the c o r p o r a t e  e n t i t y  can lo o k  at the a r t i c l e s  of 
i n c o r p o r a t i o n  a n d  h a v e  n o t  o n l y  an h i s t o r i c a l  i m p r e s s i o n  of w h a t  
t h e  c o r p o r a t i o n  w a s  l i k e  in y e s t e r y e a r ,  b u t  an a c c u r a t e ,  m o d e r n  
i m p r e s s i o n  of wh„-re t h e  p o w e r  w i t h i n  t h i s  c o r p o r a t i o n  is 
c u r r e n t l y  b e i n g  d i s t r i b u t e d .  A r t i c l e  Q is g o i n g  to be a m a t t e r  
of g r e a t  i n t e r e s t  to yo u r  c o n s t i t u e n t s .  It d e a l s  w i t h  w h a t  a r e  
c a l l e d  o r g a n i c  c h a n g e s .  In e s s e n c e ,  m e r g e r s ;  c o n  ;o.lidations; 
s h a r e  e x c h a n g e s ;  s a l e  of all the c r p o r a t e  a s s e t s  o t h e r  th a n  in 
t h e  u s u a l  c o u r s e  of b u s i n e s s .  As e, a of us is aw a r e ,  t h e  U n i t e d  
S t a t e s  r i g h t  n o w  is g o i n g  t h r o u g h  vo..it is c a l l e d  a m e r g e r  craze. 
C o r p o r a t i o n s  a r e  a p p e a r i n g  to be a t t r a c t i v e  t a k e o v e r  c a n d i d a t e s  
b y  i n d i v i d u a l s  w h o  m a y  or m a y  n o t  h a v e  l e g i t i m a t e  d e s i r e s  or 
d e s i r e s  w h i c h  w o u l d  a d v a n c e  t h e  i n t e r e s t  of s h a r e h o l d e r s  s h o u l d  
t h e y  be  in a p o s i t i o n  to s e i z e  c o n t r o l  of t h e  b o a r d  of 
d i r e c t o r s .  A t  the p r e s e n t  t ime, A l a s k a  law is v e r y  u n c l e a r  as to 
t h e  r e s p e c t i v e  r o l e s  of i n c u m b e n t  b o a r d s  as o p p o s e d  to 
s h a r e h o l d e r s .  A n d ,  t h e r e f o r e ,  A l a s k a  c o r p o r a t i o n s  l o o k  
v u l n e r a b l e  to i n d i v i d u a l s  w h o  a r e  d e t e r m i n e d  to l a u n c h  a t a k e o v e r  
bid. A r t i c l e  0 c l e a r l y  d e f i n e s  the p r e r o g a t i v e s  of e x i s t i n g  
m a n a g e m e n t  a n d  t h e  s h a r e h o l d e r s  of a c o r p o r a t i o n  w i t h  r e s p e c t  to
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f r a m i n g  the c o n t e n t  of o n e  of t hese o r g a n i c  c h a n g e s  a n d  t a k i n g  it 
t h r o u g h  the s h a r e h o l d e r  a p p r o v a l  l e v e l .  E s s e n t i a l l y ,  w h a t  
A r t i c l e  0 d o e s  is v e s t  w i t h  the e x i s t i n g  b o a r d  the p o w e r  to f r a m e  
the t e r m s  of a m e r g e r ,  a c o n s o l i d a t i o n ,  a s h a r e  e x c h a n g e ,  or s a l e  
of a s s e t s  in an  e x t r a o r d i n a r y  t r a n s a c t i o n .  A n d  t h e n  r e q u i r e  
t w o - t h i r d s  a p p r o v a l  b y  t h e  s h a r e h o l d e r s  of the c o r p o r a t i o n  in 
o r d e r  to a p p r o v e .  T h i s  s h o u l d  b r i n g  A l a s k a  c o r p o r a t i o n s  in t o  
l i n e  w i t h  C a l i f o r n i a  a n d  N e w  Y o r k  a n d  o t h e r  m a j o r  s t a t e s  w h i c h  
h a v e  m o v e d  to p r o t e c t  the i n t e g r i t y  of t h e i r  c o r p o r a t i o n s  f r o m  
b e i n g  t h e  v i c t i m s  of a n  e a s y  t a k e o v e r  in w h i c h  the w i l l  of the 
s h a r e h o l d e r s  a n d  e x i s t i n g  m a n a g e m e n t  w o u l d  s i m p l y  b e  s u b v e r t e d  
a n d  b l u s h e d  a s i d e .  R e f o r m  n e e d s  to be t a k e n  in A l a s k a  in th i s  
area. I w o u l d  h o p e  t h a t  y o u  w o u l d  be s a t i s f i e d  w i t h  the 
c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  w h i c’ cine e m b o d i e d  in  A r t i c l e  8 . 
A r t i c l e  9, d e a l i n g  w i t h  dissolutii , is v e r y  i m p o r t a n t  b e c a u s e  of 
the c h a n g e s  t h a t  h a v e  b e e n  m a d e  j.n t h e  f e d e r a l  b a n k r u p t c y  law. 
It c o o r d i n a t e s  w i t h  m o d e r n  f e d e r a l  b a n k r u p t c y  law a n d  c r e a t e s  for 
t h e  A l a s k a  j u d i c i a r y  a far m o r e  s e n s i b l e  a p p r o a c h  to p r o t e c t i n g  
the r i g h t s  of c r e d i t o r s  a s  w e l l  as the r i g h t s  of s e n i o r  
s h a r e h o l d e r s  in t h e  e v e n t  t h a t  a c o r p o r a t i o n  g o e s  to e i t h e r  
v o l u n t a r y  or i n v o l u n t a r y  d i s s o l u t i o n .  It a l s o  c o n t a i n s  s o m e  v e r y  
i n n o v a t i v e ,  a n d  I think, u s e f u l  p r o v i s i o n s  t h a t  de a l  w i t h  g i v i n g  
s h a r e h o l d e r s  w h o  a r e  b e i n g  o p p r e s s e d  or f r o z e n  o u t  of the r o l e  of 
m a n a g e m e n t  or i n c o m e  w h e r e  o t h e r  s h a r e h o l d e r s  a r e  b e i n g  a f f o r d e d  
s u c h  p r e r o g a t i v e e s  a r i g h t  in the f i n a l  a n a l y s i s  to p e t i t i o n  for 
i n v o l u n t a r y  d i s s o l u t i o n  in o r d e r  t h a t  t h e  g r i e v a n c e  w h i c h  v;ould 
h a v e  to r i s e  to t h e  l e v e l  of a v e r y  s e r i o u s  g r i e v a n c e  to g e t  the 
a t t e n t i o n  of A l a s k a  c o u r t s .  A g a i n ,  t h e s e  a r e  n o t  n e w  ideas. 
T h e y  :...t,ght be the f i n a l  d e c i s i o n  of t h e  A l a s k a  S u p r e m e  C o u r t  if 
s o m e o n e  w e r e  to s p e n d  $ 1 0 0 , 0 0 0  l i t i g a t i n g  that. B u t  if y o u  e n a c t  
t h i s  bill, a l l  A l a s k a n s  w i t h  o n l y  t h e  e x p e n s e  of s u p p o r t i n g  t h e i r  
g o v e r n m e n t  w i l l  h a v e  p r e s u m p t i v e  a n s w e r s  to t h e s e  i m p o r t a n t  
q u e s t i o n s .  T h o s e  a r e  the b a s i c  p r o v i s i o n s  a n d  v a l u e  j u d g m e n t s  
w h i c h  u n d e r l i e  t h i s  b i ll. B o t h  m y s e l f  
h a v e  a s s i s t e d  m e  in w o r k i n g  w i t h  the 
w i l l  be a v a i l a b l e  to a n y  m e m b e r  of 
m e m b e r s .  I a m  p r e p a r e d  n o w  to a n s w e r  
m e m b e r s  of the c o m m i t t e e  m a y  have.

a n d  the law s t u d e n t s  w h o  
t e c h n i c i a n s  in t h i s  a r e a  

e i t h e r  b o d y  a n d  s t a f f  
a n y  q u e s t i o n s  w h i c h  a n y

R O D E Y :  Mr. P e s t i n g e r .

P E S T I N G E R :  T h a n k  y o i , S e n a t o r  R o d e y .  P r o f e s s o r  F e s s l e r ,  
to m e  t h i s  is a r e a l l y  e x c e l l e n t  a r t i c u l a t i o n  of t h e  r i g h t s  a n d  
d u t i e s  a n d  o b l i g a t i o n s  so t h a t  it g i v e s  our l a r g e r  c o r p o r a t e  

H e  j. p a n t s  a c l e a r e r  u n d e r s t a n d i n g  of w h e r e  th e y  stand, w h i c h  
jo e s s e n t i a l  to d v l n g  b u s i n e s s .  B u t  w h a t  I am w o n d e r i n g

*■'.....’* - s w h a t  b u r d e n  t h i s  a p p r o a c h  m a y  p l a c e  u p o n  the
p o p  f a m i l y  c o r p o r a t i o n .  To rue, if I h a d  s u c h  a

p a r t i c i p a n t s  
is r

ab o u t ,  though, j.
smaller m o m. L  . I . V A .  J t M J J I I  ( i l l C l  . ' . U l l l . r  . U  y  W V W .  J J W I . V I U 4 . W  _  t
b u s i n e s s  I c o u l d  n o t  e n g a g e  in c o r p o r a t e  lav; c o m f o r t a b l y  w i t h o u t  
the a s s i s t a n c e  of c o u n s e l .  Do y o u  -ink t h a t  this p a c k e t  
n e c e s s i t a t e s  the a s s i s t a n c e  of c o u n s e l  as  a l m o s t  a m a n d a t e  n o w
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for a n y o n e  t h a t  d o e s  b u s i n e s s  in 
w o r d s ,  I a m  w o n d e r i n g ,  I s e e  the 
N e w  y o r k ,  a n d  I s e e  the n e e d  for 
of c o r p o r a t i o n s  t h a t  w e  de a l  wi 
l e v e l  t h a t  a r e  j u s t  k i n d  of, t h e y  
a n d  t h e y  a s k  t h e i r  l a w y e r  to h e l p  
l o o k  a t  t h e  S u p r e m e  C o u r t  t h a t  sa 
the c o r p o r a t e  v e i l  is w i t h  a n  i 
u s i n g  a w h o l e  d i f f e r e n t  s t a n d a r d  
r e a l l y  s u b s t a n t i a l .  Do y o u  t h i n k  
on t h a t  s m a l l  f a m i l y  b u s i n e s s ?

the c o r p o r a t e  f o r m ?  In other 
n e e d  for t h i s  in C a l i f o r n i a  a n d  
t h i s  in A l a s k a  w i t h  t h a t  level 
th. B u t  h o w  a b o u t  th a t  o t her 
g e t  t h e i r  a r t i c l e s  p u n c h e d  out 
t h e m  w i t h  the m i n u t e s ,  a n d  th e y  
y s  t h a t  t h e  o n l y  w a y  you p i e r c e  
n d i c i a  of fra u d .  So t h e y  are 
of o p e r a t i o n .  I m e a n  this is 
it m i g h t  h a v e  a n e g a t i v e  e f f e c t

F E S S L E R :  In t e r m s  of  c o s t  of d o i n g  b u s i n e s s  in the
c o r p o r a t e  f o rm, I t h i n k  it w i l l  h a v e  the o p p o s i t e  effect. R i g h t  
now, m a n y  s m a l l  b u s i n e s s e s  p r o b a b l y  a r e  c o m i n g  i n t o  c o r p o r a t e  
e x i s t e n c e  w i t h o u t  the a s s i s t a n c e  of c o u n s e l  a t  all. P e o p l e  are 
g o i n g  o u t  and b u y i n g  l i t t l e  k i t s  for $ 4 9 . 9 5  t h a t  c o n t a i n  f o r m s  
t h a t  t h e y  f i l l  in a n d  s e n d  to the s t a t e .  T h e y  a r e  o b l i v i o u s  to 
t he l e g i s l a t u r e ' s  r e q u i r e m e n t  t h a t  t h e y  f i l e  b i a n n u a l  r e p o r t s  to 
the l e g i s l a t u r e .  T h e y  a r e  n o t  d o i n g  so. T h e y  a r e  in d a n g e r  of 
h a v i n g  t h e i r  a r t i c l e s  a n d  t h e i r  c o r p o r a t e  s t a t u s  d i s s o l v e d  by the 
c o m m i s s i o n  b e c a u s e  the l e g i s l a t u r e  h a s  p r e s c r i b e d  t h a t  a s  the 
p e n a l t y  for n o t  f i l i n g  r e p o r t s .  A n d  o n e  of the b a s i c
d i f f i c u l t i e s  w i t h  t h i s  s i t u a t i o n  w i l l  a l w a y s  bo p e o p l e  who, to
use y o u r  ex cirri pie, a t w o - p e r s o n  c o r p o r a t i o n ,  d e c i d e s  for one 
r e a s o n  or a n o t h e r  t h a t  th e y  s h o u l d  do b u s i n e s s  in t h e  c o r p o r a t e  
form, a n d  t h e n  h a v i n g  d o n e  t h a t  thay f o r g e t  a b o u t  it. Th e y  d o n ' t  
o b s e r v e  a n y  of t h e  f o r m a l i t i e s  of c o r p o r a t e  e x i s t e n c e .  T h e y  
d o n ' t  k e e p  s e p a r a t e  b o o k s  a n d  records.. T h e y  d o n ' t  s e g r e g a t e  
t h e i r  a s s e t s  f r o m  the a s s e t s  of t h e i r  c o r p o r a t i o n .  A n d  they 
d o n ' t  f i l e  r e p o r t s .  N o w  t h e y  w o u l d  b e  in t r o u b l e  u n d e r  e x i s t i n g  
A l a s k a  law, sir. T h e y  w i l l  b e  in t r o u b l e  u n d e r  t h i s  bill. In 
the s e n s e  t h a t  w h e n  the S t a t e  of A l a s k a  c o n f e r s  a c o r p o r a t e  
c h a r t e r  on s o m e o n e ,  w h e t h e r  or not t h e y  h a v e  se n t  $49 . 9 5  off to 
s o m e b o d y  w h o  a d v e r t i s e s  in e v e r y  a i r l i n e  m a g a z i n e ,  t h a t  y o u  d o n ' t  
n e e d  a l a w y e r  a n d  you, too, can be a c o r p o r a t i o n  a n d  s o m e h o w  y o u
w i l l  p a y  no  i n c o m e  t a x  a n d  l i k e  m e  y o u  w i l l  tu r n  o u t  b e i n g  rich.
Tn-_ o n l y  p e r s o n  t h a t ' s  p r o b a b l y  ev e r  d o n e  th a t  in the .individual 
w h o  ./rote that b o ok, b e c a u s e  h e  is g e t t i n g  rj c h  by a l l  of the 
p e o p l e  w h o  w r i t e  in  a n d  s e n d  their $50. I t h i n k  t h i s  is the 
p r o b l e m  y o u ' l l  w a n t  to k e e p  in mind. W h a t  I a m  s a y i n g  to all of 
y o u  is t h a t  t h i s  b i l l  is d e s i g n e d  in s u c h  a m a n n e r  that, a l t h o u g h  
it is a c o m p l i c a t e d  s u b j e c t  a n d  I w o u l d n ' t  s u g g e s t  a n y o n e  c o u l d  
w r i t e  a c o r p o r a t i o n  c o d e  t h a t  c o u l d  bo so o b v i o u s  th a t  a n  
i n d i v i d u a l  c o u l d  m a k e  c a s u a l  r e f e r e n c e  to it a n d  n e v e r  n e e d  an 
a t t o r n e y  so they c o u l d  g u i d e  t h e m s e l v e s  t h r o u g h  t h e  w o r l d  of 
m a i n t a i n i n g  a c o r p o r a t i o n ,  this b i l l  d o e s  o r g a n i s e  the law. It 
d o e s  r e s t a t e  the lav;. It d o e s  h a v e  c o m m e n t s  w h i c h  a r e  d e s i g n e d  
to a s s i s t  p e o p l e  in u n d e r s t a n d i n g  t h e  law. M o t  o n e  of t h o s e  
f e a t u r e s  can bo s a i d  a b o u t  c u r r e n t  A l a s k a  lav;. S o  t h e r e  w i l l  
a p r o b l e m  of p e o p l e  w h o  i n c o r p o r a t e  a n d  t h e r e a f t e r  r e g a r d  it a
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l i t t l e  f l a g  of c o n v e n i e n c e  w h i c h  t h e y ' l l  f l y  so lo n g  an it ' s  
u s e f u l  a n d  w h i c h ,  on the clay that it isn't, t h e y ' l l  j u s t  f o r g e t  
a b o u t  it. T h a t  :i:‘.l c o n t i n u e  to be a p r o b l e m  n o t  o n l y  in A l a s k a ,  
b u t  in Califo.' .. It's t r u e  in N e v a d a .  I t ' s  t r u e  in W y o m i n g
w h e r e  I w a s  rearer]. I t ' s  a m a j o r  s o c i a l  p r o b l e m  w e  have. P e o p l e
w h o  i n c o r p o r a t e  w i t h  no i d e a  th a t  t h e r e  a r e  r e s p o n s i b i l i t i e s  as 
w e l l  as p r i v i l e g e s  for t a k i n g  on t h a t  s t a t u s .  Now, f o r t u n a t e l y ,  
t h e  f e d e r a l  t a x  l a w  w h i c h  in y e a r s  g o n e  by  c a u s e d  p e o p l e  to 
b e l i e v e  t h a t  th e y  ':ould p a y  l e s s  i n c o m e  tax b y  s o m e h o w  b e c o m i n g  a 
c o r p o r a t i o n ,  h a v e  b e c a u s e  o f  m o v e m e n t ;  u n d e r t a k e n  f i r s t  by the 
a d m i n i s t r a t i o n  of P r e s i d e n t  C a r t e r  a n d  n o w  of g r e a t e r  e m p h a s i s  
d u r i n g  the a d m i n i s t r a t i o n  of P r e s i d e n t  R e a g a n .  As  y o u  know, the 
m a r g i n a l  i n c o m e  tax on i n d i v i d u a l  i n c o m e  h a s  n o w  b e e n  r e d u c e d  
f r o m  a m a x i m u m  of 705 n o w  to w h e r e  it is v e r y  c l o s e  to the t o p
c o r p o r a t e ,  t h e r e  is o n l y  a t w o  p e r c e n t  s p r e a d .  But I s t i l l  f i n d
t h a t  m a n y  p e o p l e  b e l i e v e  t h a t  t h e y  a r e  g o i n g  to get s o m e  
t r e m e n d o u s  tax b e n e f i t  b y  b e c o m i n g  a c o r p o r a t i o n .  W h a t  t h e y  do, 
of c o u r s e ,  is e v e n t u a l l y  w i n d  up  in a hellac.ious tax audit. T h e y  
f i n d  a n d  t h e  i n d i v i d u a l  w h o  w r o t e  the ? 43 b o o k  a n d  g a v e  y o u  the 
f o r m  n e v e r  a c c o m p a n i e s  y o u  to t h a t  a u d i t  b e c a u s e  h e  is l i v i n g  in 
B i m i n i .

R O D E Y :  R e p r e s e n t a t i v e  K o p o n e n .

K O P O N E N :  I w a s  i n t e r e s t e d  in S e c t i o n  483 w h i c h  d o e s
c r e a t e  a l i a b i l i t y  for the o f f i c e r s  o" the c o r p o r a t i o n ,  a n d  I ' m  
n o t  u p  on c o n t r a c t  l a w  a n d  o n e  of y o w r  n o t e s ,  in t e r m s  of a n y  
w r i t t e n  c o n t r a c t  to m o d i f y  or e l i m i n a t e  the l i a b i l i t y  c r e a t e d  by 
t h i s  s e c t i o n ,  w h a t  h a p p e n s  to th a t  l i a b i l i t y ,  is it t r a n s f e r r e d  
or . , .

F E S 8bDR: L e t  m e  e x p l a i n  to a l l  of t h e  m e m b e r s .  S e c t i o n  
488, g e n t l e m e n ,  a p p e a r s  at  p a g e  C7 of the d r a f t  in f r o n t  of yo u .  
S e c t i o n  4 8 0  r e l a t e s  a l s o  to Rep. P e s t i n g e r ' s  q u e s t i o n .  O n e  of 
the r e a s o n s  t h a t  p e o p l e  i n c o r p o r a t e  is to a c h i e v e  f r o m  the S t a t e  
of A l a s k a  a p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y .  N o w  t h i s  
p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y  m e a n s  t h a t  to a l l  i n d i v i d u a l s  
w h o  do b u s i n e s s  w i t h  the e n t i t y  w h i c h  4s i n c o r p o r a t e d ,  t h e y  a r e  
to l o o k  o n l y  to t h e  a s s e t s  w h i c h  the i n d i v i d u a l s  w h o  i n c o r p o r a t e d  
h a v e  l e f t  w i t h  t h e  c o r p o r a t i o n  to s a t i s f y  t h e i r  claim. T h i s  is 
t r u e  w h e t h e r  t h o s e  i n d i v i d u a l s  h a v e  m a d e  c o n t r a c t u a l  
r e l a t i o n s h i p s  w i t h  the c o r p o r a t i o n  or w h e t h e r  they h a v e  e n t e r e d  
i n t o  an a c c i d e n t a l  i n j u r y  s i t u a t i o n ,  a tort. S e c t i o n  488 is 
c a l l e d  s e c o n d a r y  l i a b i l i t y  of d i r e c t o r s  a n d  o f f i c e r s .  It w a s  
r e f l e c t e d  a f t e r  l e n g t h y  d i s c u s s i o n s  a m o n g  m e m b e r s  of the 
c o m m i s s i o n ,  a f e e l i n g  t h a t  fi.r s m a l l  c r e d i t o r s  of c o r p o r a t i o n s ,  
e m p l o y e s ? ,  t r a d e s m e n ,  m a t e r i a l m a n ,  s u p p l i e r s ,  i n d i v i d u a l s  w h o  
g e n e r a l ]  n a v e  a c r e d i t  r e l a t i o n s h i p  to a c o r p o r a t i o n  w h i c h  is 
n ot r e d u c e d  to w r i t i n g ,  t h a t  t h e s e  i n d i v i d u a l s  a r e  the y e a r  in 
a n d  y e a r  out, t h e s e  are the i n d i v i d u a l s  w h o  p a y  the p r i c e  for 
c o r p o r a t e  e x i s t e n c e .  W h e n  c o r p o r a t i o n s  a r e  run so lo n g  as it is
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c o n v e n i e n t  to the i n d i v i d u a l s  w h o  f i n d  t h e y  a r e  the o w n e r s  a n d  
t h e n  v/hen t h e y  a r e  not, t h e y  are s i m p l y  a b a n d o n e d .  L a r g e  
i n s t i t u t i o n a l  l e n d e r s ,  b a n k e r s ,  i n s u r a n c e  c o m p a n i e s ,  l a r g e  
c o n t r a c t i n g  c r e d i t o r s ,  w i l l  g e t  a l a w y e r  a n d  g o  o u t  a n d  th e y  w i l l  
q u o t e ,  a t t e m p t  t.o p i e r c e  the c o r p o r a t e  veil. A l a s k a ' s  c o m m o n  law 
o n  the c i r c u m s t a n c e s  in w h i c h  it w i l l  d i s r e g a r d  l i m i t e d  l i a b i l i t y  
is f o u n d  in o n l y  t h r e e  c a s e s  s i n c e  s t a t e h o o d .  T h o s e  c a s e s  do n o t  
h o l d  out* g r e a t  h o p e  t h a t  in the a b s e n c e  of f r a u d  in a t r a n s a c t i o n  
t h a t  t h e  c o u r t  w o u l d  do. B u t  if y o u  h a v e  a c l a i m  for $1 , 0 0 0  in 
w a g e s  o w e d  to you, t h e r e  is no l a w y e r  v/ho is g o i n g  t o  be a b l e  to 
s u c c e s s f u l l y  l a u n c h  t h a t  lav/suit. If y o u  a r e  an i n d i v i d u a l  v/ho 
s o l d  f i s h  t o  a r e s t a u r a n t  w h i c h  h a s  n o w  g o n e  o u t  of b u s i n e s s ,  a n d  
' m e  o w n e r  h a s  m a r c h e d  off l e a v i n g  y o u  u n p a i d  a n d  i t ' s  a $ 4 3 , 0 0 0  
a c c o u n t  r e c e i v a b l e ,  y o u  c a n n o t  g e t  a n y  m o d e r n  r e c o u r s e  a t  all. 
S e c t i o n  488 for t h e  f i r s t  t i m e  to a v e r y  l i m i t e d  e x t e n t  s h i f t s  
t h a t  p r e s u m p t i o n .  It s a y s  t h a t  the o f f i c e r s  a n d  d i r e c t o r s  of a 
c o r p o r a t i o n  to t h e  e x t e n t  t h a t  its a s s e t s  p r o v e  i n s u f f i c i e n t  to 
c o v e r  its l i a b i l i t i e s ,  h a v e  a l i a b i l i t y  to a c l a s s  of i n d i v i d u a l s  
w h o  a r e  d e f i n e d  a s  e m p l o y e e s  of the c o r p o r a t i o n  as m a t e r i a l m e n ,  
t r a d e s m e n ,  etc., p e o p l e  v/ho h a v e  e x t e n d e d  c r e d i t  on o p e n  a c c o u n t  
for up to $ 2 5 , 0 0 0 .  N o w  t h i s  l i a b i l i t y ,  sir, is n o t  i n e v i t a b l e .  
T h e  s t a t u t e  c l e a r l y  s a y s  t h a t  if I h a v e  a c o r p o r a t i o n  a n d  y o u  
h a v e  a f i s h i n g  f l e e t ,  a n d  y o u  a r e  s u p p l y i n g  m y  i n c o r p o r a t e d  
r e s t a u r a n t  w i t h  f r e s h  salmon, t h a t  y o u  can be  a p p r o a c h e d  by m e  
s a y i n g  I w o u l d  l i k e  y o u  to a g r e e  in w r i t i n g  t h a t  in the e v e n t  
t h a t  t h i s  b u s i n e s s  folds, m y  r e s t a u r a n t ,  y o u  w o n ' t  l o o k  to m e  for 
t h e  l i a b i l i t y  w h i c h  e x i s t s  u n d e r  the law. It w o u l d  be a 
l i a b i l i t y  of up  to $25,000. T h a t ' s  a l l  y o u  c o u l d  e v e r  r e c o v e r  
u n d e r  this. So for t h e  f i r s t  t i m e  t h e r e  w o u l d  be a n  i n c e n t i v e  in 
d e a l i n g  w i t h  the s m a l l e s t  p e o p l e  in the m a r k e t p l a c e  w h o  a r e  the 
r e c u r r e n t  l i t t l e  m u l e s  on w h i c h  t h i s  b u s i n e s s  of l i m i t e d  
l i a b i l i t y  is  r i d d e n  out, y e a r  in a.nd y e a r  out, t h a t  t h e s e  p e o p l e  
w o u l d  h a v e  s o m e  r e l i e f  a n d  t h a t  t h e r e  w o u l d  be an i n c e n t i v e  to 
ta l k  a b o u t  t h i s  q u e s t i o n  of l i m i t e d  l i a b i l i t y .  A n d  t h e n  if I can 
c o n v i n c e  y o u  t h a t  y o u  s h o u l d  g i v e  m e  a r e l a x a t i o n ,  a w a i v e r  of 
that, t h a t ' s  fine. Bu'c j.n the a b s e n c e  of a c o n t r a c t u a l  
m o d i f i c a t i o n ,  I w o u l d  h a v e  t h e  r i g h t  to this.

K O P O N E N :  T h e  c o n t r a c t  then in b e t w e e n  the c r e d i t o r  a n d  
t h e  c o r p o r a t i o n ,  n o t  b e t w e e n  the c o r p o r a t i o n  a n d  its d i r e c t o r s .

F E S S L E R :  T h a t ' s  a b s o l u t e l y  ight. I t ’s b e t w e e n  t h e
c o r p o r a t e  d e b t o r  a n d  its e m p l o y e e s ,  b e t w e e n  the c o r p o r a t e  d e b t o r  
a n d  i t s  m a t e r i a l m e n  or s u p p l i e r s .

KOI'ONEN: I t ' s  a v e r y  u s e f u l  s e c t i o n .  I k n o w  t h e r e  is a 
m a j o r  b u s i n e s s  p r o b l e m  in t h e  F a i r b a n k s  a r ea, t h e s e  c o l l a p s i b l e  
c o r p o r a t i o n s ,

F E S S L E R :  Mr. C h a i r m a n .
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C O W D E R Y :  W o u l d  the e f f e c t  of this, w o u l d  it d i s c o u r a g e  
s a y  q u a l i f i e d  m a n a g e r s  f r o m  g e t t i n g  i n t o  t a k i n g  ov e r  a t r o u b l e  
c o r p o r a t i o n  t h a t  w a s  h a v i n g  s o m e  p r o b l e m s ,  m a y b e  t h r o u g h  a l a c k  
of e x p e r t i s e  in t h e  past, w o u l d  t h i s  d i s c o u r a g e  s o m e o n e  f r o m  
c o m i n g  i n  . . .

F E S S L E R :  W e l l ,  it w o u l d  c e r t a i n l y  g i v e  m e  pause. N o w  
t h e r e  a r e  t w o  t h i n g s  r e l e v a n t ,  sir, in t h e  b i l l .  First, if t h e  
c o r p o r a t i o n  is i n  a p r o c e s s  of d i s s o l u t i o n ,  o n e  of the w a y s  to 
a v o i d  d i s s o l u t i o n  u n d e r  the p r o v i s i o n s  of t h i s  b i l l  is for a 
c o u r t  to appoint. i n t e r i m  d i r e c t o r s  in o r d e r  to r e s o l v e  
d e a d l o c k s .  T h o s e  d i r e c t o r s  a r e  n o t  s u b j e c t e d  to t h i s  type of 
l i a b i l i t y .  So t h e  d i r e c t o r  w h o  is b r o u g h t  o n  b o a r d  to try a n d  
s t r a i g h t e n  t h i n g s  o u t  by c o u r t  o r d e r  is t h e  d i r e c t o r  w h o  is 
e x e m p t e d  b y  t h e  r e f e r e n c e  in t h e  b i l l  to  o t h e r  t h a n  the d i r e c t o r s  
w h o  a r e  a p p o i n t e d  p u r s u a n t  to. Nov; t h a t  is o n e  p r o t e c t i o n .  
A n o t h e r  f a c t o r ,  of c o u r s e ,  w o u l d  b e  t h a t  if a c o r p o r a t i o n  is in 
t r o u b l e ,  a n d  I a m  g o i n g  to s t e p  in a n d  a t t e m p t  to s a v e  it, one of 
t h e  t h i n g s  I ' d  w a n t  to do is be a w a r e  of S e c t i o n  483 a n d  go to 
t h e  c r e d i t o r s  a n d  say, I a m  w i l l i n g  to c o m e  i n t o  t h i s  p i c t u r e  
o n l y  if y o u  a r e  w i l l i n g  to c o n t r a c t  to e x e m p t  m e  f r o m  a n y  
p e r s o n a l  l i a b i l i t y  t h a t  I w o u l d  i n c u r .  Yes, sir, i t  w o u l d  b e  
s o m e t h i n g  t h a t  in t h e  h y p o t h e t i c a l  y o u  a d v a n c e  a n  i n d i v i d u a l  
w o u l d  w a n t  to t a k e  i n t o  c o n s i d e r a t i o n .

R O D E Y :  If I m i g h t  i n t e r j e c t ,  t h a t  w o u l d  a p p l y  to
d i r e c t o r s  b u t  n o t  to e m p l o y e e s  of the c o r p o r a t i o n ?

     ......... ______  _____.  _. -     p r e v e n t e d  the
d e v e l o p m e n t  of t h e  S t a t e  of N e w  Y o r k  a s  a c e n t e r  of c o m m e r c e .  
W h a t  w e  d i d  h e r e ,  w a s  to say th a t  in  m a n y  A l a s k a n  c o r p o r a t i o n s  wo

v-* i .  j l  j .  v . v .  v. j- i . X I ' . ;  i . o . l  i  f  c u m  c u e  ~ i- c*  ju ^  t u i v i  - v- ju k — j l  w

T h e y  a r e  t h e  d e f i n e d  o f f i c e r s  a n d  the d i r e c t o r s .  T h e y  a r e  n o t  
p a s s i v e ,  or t h e y  o u g h t n ' t  to be. S o  t h a t  is h o w  w e  w o u l d  d i f f e r  
f r o m  N e w  Y o r k  law. A n d  w e  h a v e  b r o a d e n e d  t h e  e x p o s u r e ,  b e c a u s e  
in New Y o r k  t h e  e x p o s u r e  is l i m i t e d  {-o c l a i m s  of e m p l o y e e s ,  a n d  
we  b r o a d e n e d  it to i n c l u d e  t h e  c l a i m s  of m a t e r i a l m e n  a n d



s u p p l i e r s .

C O W D E R Y :  In the p a s t  w e  h a v e  h a d  s o m e  of the Nal e
c o r p o r a t i o n s  w h o  h a v e  h a d  f i n a n c i a l  t r o u b l e s  a n d  h i r e d  two p e o p l e  
to d i r e c t  t h e m  a n d  t u r n  it a r o u n d .  A n d  t h i s  is a n  a r e a  I v?as 
w o n d e r i n g  a b o u t ,  if t h a t  w o u l d  b e  , . .

F E S S L E R :  I a p p r e c i a t e  t h e  q u e s t i o n .  It is a n  i m p o r t a n t  
m a t t e r .  T h e  A  PM s u b c o m m i t t e e  h a s  l o o k e d  i n t o  th i s  q u e s t i o n .  I 
t h i n k  t h a t  a t  t h a t  lev e l ,  or a t  t h e  l e v e l  of a n y  l a r g e  
c o r p o r a t i o n  t h a t  i s  i n v o l v e d  in  an a t t e m p t e d  tu r n  a r o und, t h a t  
t h e r e  w o u l d  b e  a w a r e n e s s  of t h e  p r o v i s i o n s  of S e c t i o n  488 a n d  
t h a t  t h e r e  w o u l d  b e  a p p r o p r i a t e  a d v i c e  f r o m  c o u n s e l  to de a l  w i t h  
th e  s u b j e c t .  T h a t  w o u l d  be m y  hope.

B R O W N :  Mr. C h a i r m a n ,  m a y  I s u g g e s t  . . .

R O D E Y :  Mr. Brown.

B R O W N :  I a m  F r e d  B r o w n .  It ' s  n i c e  to k n o w  t h a t  L a b o r  
a n d  C o m m e r c e  [garbled] . . . T h e  o n e  e x a m p l e  y o u  m i g h t  h.ink of 
is w h a t  v/ould r e a l l y  h a p p e n  . . . t h e  e x a m p l e  m i g h t  be o n e  of the 
m o s t  p r o s p e r o u s ,  c u r r e n t l y  m o s t  p r o s p e r o u s  A l a s k a  c o r p o r a t i o n  is 
A l a s k a  I n t e r n a t i o n a l  Air. O r i g i n a l l y ,  t h a t  w a s  I n t e r i o r  A i r w a y s  
b a s e d  o u t  of F a i r b a n k s .  T h e y  e x p a n d e d  t o o  f a s t  for the b u i l d i n g  
of t h e  p i p e l i n e ,  w h i c h  d i d n ' t  g e t  b u i l t  f a s t  e n o u g h  as m a n y  
A l a s k a n s  r e m e m b e r .  W h a t  h a p p e n e d  t h e n  wa s ,  and th i s  s o r t  of 
t h i n g  is  r e a l l y  w h a t  h a p p e n s  w h e n  <n c o r p o r a t i o n  g e t s  i n t o  t r o u b l e  
i n  m o s t  c a s e s ,  a n d  t h a t ' s  w h y  I'm r a i s i n g  t h i s  a s  an e x a m p l e .  
W h a t  h a p p e n e d  t h e n  w a s  t h e y  w e n t  in t o  r e o r g a n i z a t i o n  a n d  the 
c r e d i t o r s  a n d  s h a r e h o l d e r s  h i r e d  Mr. D u n c a n  McC.laren, a l e g e n d  in 
the C a n a d i a n  a i r  i n d u s t r y ,  a g r e a t  m a n a g e r  a n d  a l e g e n d a r y  w o r k e r  
[TAPE C H A N G E ]  . . . S e c t i o n  408 to t a k e  care of t h a t  p r o b l e m .

R O D E Y :  T h a n k  you, Mr. Brown. T h i s  is a p r o b l e m
c u r r e n t l y  i n  A l a s k a .  It in p o s s i b l e  for i n d i v i d u a l s  w h o  
i n c o r p o r a t e  to r u n  u p  all s o r t s  of b i l l s ,  n o t  pay its c r e d i t o r s ,  
a n d  t h e n  j u s t  m o v e  a w a y  f r o m  t h a t  c o r p o r a t i o n ,  w i l l  e v e n t u a l l y  be 
r e s o l v e d  b y  t h e  s t a t e ,  set u p  a n o t h e r  c o r p o r a t i o n  a n d  t h e n  b i l k  a 
l o t  of s m a l l  t r a d e s m e n  w h o  w o r k  for t h e  c o r p o r a t i o n ,  c r e d i t o r s ,  
w h a t  h a v e  y o u ,  m o v e  on. Y o u  c a n  do it in s e r i a l  f a s h i o n .  It is 
c u r r e n t l y  b e i n g  a b u s e d  p r e s e n t l y  in  the s t a t e .  Mr, A b b o t t  h a s  
k e p t  a n  e y e  on this, h a s  h a d  a p r a c t i c e  in t h a t  a r e a  of the law 
for 15 y e a r s .  B u t  i t  in c u r r e n t l y  a p r o b l e m .  T h e r e  a r e  a l o t  of 
h o n e s t  A l a s k a n s  w h o  l o s e  m o n e y  b e c a u s e  of t h i s  p r o b l e m ,

F E S S L E R :  A n d  I t h i n k  the p r o b l e m  is a l s o  t h a t  it h a s  a 
b r o a d e r  r a m i f i c a t i o n .  To  t h e  e x t e n t  t h a t  c i t i z e n s  g e t  the 
i m p r e s s i o n  t h a t  t h e r e  are t r i c k s  o u t  t h e r e  for p e o p l e  w h o  a r e  in 
w i t h  l a w y e r s ,  if y o u  w i l l .  It d e m e a n s  m y  p r o f e s s i o n  of w h i c h  I 
a m  v e r y  p r o u d .  W e  w e r e  n e v e r  the s o u r c e  of t h i n  v a l u e  j u d g m e n t ,
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t h a t  p e o p l e  c o u l d  p u l l  t h i s  ty p e  of thing. But to the e x t e n t  
t h a t  p e o p l e  b e l i e v e  t h a t  if y o u  q u o t e ,  k n o w  t h e  law, y o u  c a n  do 
b a d  t h i n g s  a n d  g e t  a w a y  w i t h  it. Y o u  c a n  do h u r t f u l  t h i n g s  a n d  
h a v e  no a c c o u n t a b i l i t y .  It c r e a t e s  a n  i m p r e s s i o n  of the l a w  
w h i c h  n o n e  of us h a v e  an i n t e r e s t  in s e e i n g  f u r t h e r e d  in t h e  
m i n d s  of c i t i z e n s .  B e c a u s e  the m i n u t e  o n e  law b e c o m e s  s u s p e c t  
l i k e  this, t h e  c l o u d  f a l l s  ov e r  all law. A n d  so t h i s  is p r o b a b l y  
t h e  m o s t  i m p o r t a n t  v a l u e  j u d g m e n t  r’bo u t  c o r p o r a t i o n s .  T h e y  h a v e  
d o n e  g r e a t  t h i n g s  for us. B u t  the i d e a  of a o n e - p e r s o n  
c o r p o r a t i o n ,  a n d  the o n l y  p e r s o n  t h a t  p r o b a b l y  h a s  p u l l e d  off 
t h a t  r o l e  re a l  w e l l  .in h i s t o r y ,  w a s  Louie: t h e  F o u r t e e n t h  a n d  a 
t r e m e n d o u s  p r i c e  w a s  p a i d  for t h a t  n o t i o n .

U E H L I N G :  If w e  c a n  k i n d  of go  b a c k  to the s e c t i o n
r e g a r d i n g  t h e  f o r e i g n  c o r p o r a t i o n s ,  m a y b e  y o u  c o u l d  e x p l a i n  w h a t  
t h e  A l a s k a  C o d e  r e v i s i o n  C o m m i s s i o n  t o o k  as  far as a n  a p p r o a c h  a s  
a c o m p a r i s o n  of w h a t  o c c u r r e d  i n  C a l i f o r n i a  r e g a r d i n g  the f o r e i g n  
c o r p o r a t i o n  s i t u a t i o n  there.

F E S S L E R :  B e c a u s e  C a l i f o r n i a  h a s  t h i s  b a s i c  s o c i a l
p r o b l e m  t h a t  in o r d e r  to e v a d e  t h e  r e s t r i c t i o n s  on l o n g - t e r m  
d i r e c t o r  t e r m s  or in o r d e r  to h a v e  a b o a r d  c l a s s i f y  itself, m o s t  
i m p o r t a n t  C a l i f o r n i a  busii *■ ss, m o s t  c o r p o r a t e  b u s i n e s s  a t  the 
m o m e n t  in my  state, is f o r e i g n  i n c o r p o r a t e d .  R u n s  to  a d i f f e r e n t  
j u r i s d i c t i o n  a n d  conies b a c k  h o m e  a n d  s a y s  w e 1 v e  b e e n  g o n e  20 
m i n u t e s ,  a n d  w e  a r e  now a f o r e i g n  c o r p o r a t i o n ,  w e ’re a D e l a w a r e  
c o r p o r a t i o n .  T h e  b a s i c  s o c i a l  p r o b l e n  v/e h a d  in C a l i f o r n i a  w h e n  
v/e a p p r o a c h e d  t h e  r e v i s i o n  of the l e g i s l a t i o n  w a s  t o  say, well, 
w i l l  w e  g i v e  up t h e s e  v a l u e  j u d g m e n t s  v/hien v/e'v e  h a d  for m a n y  
y e a r s .  A n d  t h e  bar a s s o c i a t i o n ,  f r a n k l y ,  a n d  t h e  b a n k i n g  
i n d u s t r y  t h o u g h t  t h a t ’s w h a t  w a s  g o i n g  to  h a p p e n .  T h a t  w e  w e r e  
g o i n g  t o  g e t  a c o r p o r a t i o n  l a w  t h a t  l o o k e d  m o r e  l i k e  t h a t  of 
o t h e r  s t a t e s .  W h a t  t h e  l e g i s l a t u r e  did, i n t e r e s t i n g l y  e n o u g h ,  
a n d  I t h i n k  it r e m a i n s  to  be s e e n  b e c a u s e  i t ' s  c o s t i n g  us a l o t  
o f  m o n e y  in l i t i g a t i o n  in f r o n t  of the f e d e r a l  s u p r e m e  court, w a s  
t o  say, no, if ci c o r p o r a t i o n  has a c e r t a i n  p e r c e n t a g e  of its 
e m p l o y e e s  in C a l i f o r n i a ,  d o e s  a c e r t a i n  v o l u m e  of b u s i n e s s  in 
C a l i f o r n i a ,  h a s  a c e r t a i n  a m o u n t  of its o w n e r s h i p  o w n e d  by 
s h a r e h o l d e r s  in C a l i f o r n i a ,  t h e n  e v e n  t h o u g h  i t  p u r p o r t s  to bo a n  
A l a s k a  c o r p o r a t i o n  or a D e l a w a r e  c o r p o r a t i o n ,  w e ’re g o i n g  to say 
t h a t  i t ’s m e r e l y  a p s e u d o  f o r e i g n  c o r p o r a t i o n ,  a n d  w e ’re g o i n g  to 
a p p l y  C a l i f o r n i a’s lav/s to it. N o w  the AlAoAiri-iayf/tlil l i t i g a t i o n  
is p e n d i n g  in t h e  C a l i f o r n i a  S u p r e m e  C o u r t  w h e r e  it h a s  b e e n  on 
h o l d  for n e a r l y  t h r e e  ye a r s .  D e l a w a r e’s c o u r t s  h a v e  a l r e a d y  
.Litigated the A r d sn-Mavfair, c a s e  a n d  c o m e  to the c o n c l u s i o n  t h a t  
C a l i f o r n i a  w a s  a t t e m p t i n g  t o  d e n y  f u l l  f a i t h  a n d  c r e d i t  to the 
p u b l i c  a c t s  of a s i s t e r  state. U l t i m a t e l y ,  t h e  f e d e r a l  s u p r e m e  
c o u r t  w i l l  h a v e  to d e c i d e  v/h e t h e r  C a l i f o r n i a’s n o t i o n  of p s e u d o  
f o r e i g n  c o r p o r a t i o n s  is an  i d e a  w h o s e  t i m e  h a s  come. The 
j u d g m e n t  of the c o m m i s s i o n  w a s  'h t h e r e  a r e  no p s e u d o  f o r e i g n  
c o r p o r a t i o n  c o n c e p t s  in this b i l l . I n s t e a d ,  w e  .increased the
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r e p o r t i n g  ob.lig t i o n s  on f o r e i g n  c o r p o r a t i o n s  to k e e p  us i n f o r m e d  
of t h e  n a t u r e  of t h eir a c t i v i t i e s .  We  g r e a t l y  i n c r e a s e d  the
c i r c u m s t a n c e s  u n d e r  w h i c h  i t ' s  c l e a r  t h a t  t h e y  m u s t  seek a
c e r t i f i c a t e  to do b u s i n e s s  in the S t a t e  of A l a s k a .  B u t  y e  h a v e
n o t  a t t e m p t e d  to i n t e r f e r e  w i t h  t h e i r  i n t e r n a l  c o n t r o l  a n d
m a n a g e m e n t  su c h  a s  C a l i f o r n i a  h a s  done, b e c a u s e  v e  h a v e n ' t  d o n e  
it to our own p e o p l e .  W e  h a v e n ' t  s a i d  y o u  h a v e  to h a v e  a b o a r d  
v/ith o n e - y e a r  terms, t h a t  y o u  c a n ' t  c l a s s i f y  the board, t h a t  y o u  
h a v e  to h a v e  c u m u l a t i v e  v o t i n g .  Our d e f a u l t  m o d e  if y o u  d o n ' t  
s a y  is, y o u  do h a v e  one-yee ton u s ,  if y o u  do h a v e  c u m u l a t i v e  
v o t i n g  a n d  y o u  d o n ' t  h a v e  b s s i f i c a t i o n .  But v/e d i d n ' t
f e e l  t h a t  it w a s  n e c e s s a r y  to o l v e d  in t h a t  p o s i t i o n .  B u t
l a t e r  on in w h a t  m a y  be f i v e  'ears a s  y o u  see t h e  o u t c o m e
of t h e  A t d e n - M a y f a ir m a t t e r ,  a if y o u  d e c i d e  y o u  w a n t  to
a d o p t  c e r t a i n  s i m i l a r  rules, t I d  be a n  a p p r o p r i a t e  ti m e  to
do that. B u t  t h e r e  is n o t h i n g  n» nov; t h a t  c o n t a i n s  that.

B R O W N :  A t  l e a s t  s o m e  of t h e  m e m b e r s  of the c o m m i s s i o n  
t h i n k  the D e l a w a r e  v i e w  is g o i n g  to p r e v a i l  in the s t a t e  s u p r e m e  
cou r t ,  and t h a t ' s  o n e  of the r e a s o n s  w h y  t h e  p r o v i s i o n  is w r i t t e n  
t h a t  wa y .

R O D E Y :  T h a n k  you, Hr. Brown.

U E H L I N G :  T h i s  is a f o l l o w  u p  q u e s t i o n .  A n d  in j u s t  
s o r t  of r e a d i n g  t h r o u g h  t h i s  I g o t  t h e  f e e l i n g  w h a t  w o u l d  be t h e  
s i t u a t i o n  l i k e  if y o u  t o o k  a s t a t e  l i k e  D e l a w a r e  w h e r e  w e  h a d  a 
s i t u a t i o n  w h e r e  c o m p a n i e s  a r e  g o i n g  to  i n c o r p o r a t e  thv»: b e c a u s e  
i t 1-; a v e r y  p r o - m a n a g e m e n t  k i n d  of s i t u a t i o n ,  w h e r e  in C a l i f o r n i a  
i t ' s  v e r y  p r o - s h a r e h o l d e r ,  t h e  s h a r e h o l d e r  is a c o m p l e t e l y  
d i f f e r e n t  s i t u a t i o n ,  h o w  d o e s  A l a s k a  r a t e  on t h a t  s p e c t r u m ?  
W o u l d  t h e y  bo c o n s i d e r e d  a v e r y  p r o - m a n a g e m e n t  s i t u a t i o n ?

F E S S L E R :  No. T h e  d e f a u l t  p r o v i s i o n s ,  e v e r  s i n c e  I
l e a r n e d  to use the p e r s o n a l  c o m p u t e r ,  I've p i c k e d  u p  t h e  j a r g o n ,  
e x c u s e  me. T h e  p r o v i s i o n s  t h a t  a r e  in p l a c e  jf y o u  d o n ' t  say 
o t h e r w i s e  of the A l a s k a  s t a t u t e  today, b e c a u s e  i t ' s  a v e r s i o n  of 
t h e  e a r l y  '50's m o d e l  a c t  w o u l d  t o d a y  be c a l l e d  a p r o - s h a r e h o l d e r  
j u r i s d i c t i o n .  A n d  the p r o v i s i o n s  w h i c h  w o u l d  l o c k  i n t o  p l a c e  in  
t he a b s e n c e  of a g r e e m e n t  t h a t  t h e y  be o t h e r w i s e  u n d e r  t h i s  b i l l  
a r e  a l s o  p r o - s h a r e h o l d e r  p r o v i s i o n s .  B u t  so t h a t  A l a s k a  w o u l d  in 
the d e f a u l t  m o d e  l i n e  up l o o k i n g  v e r y  m u c h  m o r e  l i k e  C a l i f o r n i a  
th a n  D e l a w a r e .  B u t  it  w o u l d  bo p o s s i b l e  for p e o p l e  to m a k e  a n  
.intelligent a n d  .informed d e c i s i o n  to f o r m  a v ery, v e r y  m a n a g e m e n t  
o r i e n t e d ,  r e d u c e d  r o l e  for s h a r e h o l d e r  c o r p o r a t i o n ,  n o t  g o i n g  a s  
far as D e l a w a r e  h a s  gone. For i n s t a n c e ,  a g o o d  e x a m p l e  in 
D e l a w a r e .  it is p o s s i b l e  that the b o a r d  of d i r e c t o r s  w o u l d  h a v e  
the e x c l u s i v e  p o w e r  to a m e n d  the a r t i c l e s  a; d b y l a w s , a n d  the 
s h a r e h o l d e r s  c o u l d  b e  o u s t e d  f r o m  a n y  r o l e  \ z  all. T h a t  w o u l d  
n o t  be p o s s i b l e  in A l a s k a .  It i s n ' t  possil ...e u n d e r  c u r r e n t  l a w  
w i t h  r e g a r d  to the a r t i c l e s .  It w o u l d  n o t  be p o s s i b l e  w i t h
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r e g a r d  to t h e  b y l a w s  s h o u l d  t h e  l e g i s l a t u r e  e n a c t  t h i s  bill. So 
it c o n t i n u e s  to l e a v e  A l a s k a  l a w  w i t h  m o s t  o t h e r  w e s t e r n  
j u r i s d i c t i o n s  as  h a v i n g  a p r o - s h a r e h o l d e r  bias, b u t  n o t  g o i n g  
n e a r l y  as far a s  C a l i f o r n i a .

R O D E Y :  A r e  t h e r e  o t h e r  q u e s t i o n s  f r o m  m e m b e r s  -of the 
c o m m i t t e e ?  If t h e r e  a r e  . . .

F E S S L E R :  I ' l l  r e m a i n  in the room, Mr. C h a i r m a n ,  in c a s e  
a n y o n e  d o e s  h a v e  a n y  q u e s t i o n s  for me, b u t  t h e r e  a r e  o t h e r  
w i t n e s s e s  d e s i r i n g  to a p p e a r .

R O D E Y :  T h e  n e x t  w i t n e s s  is W i l l i s  K i r k p a t r i c k ,  the
d i r e c t o r  of the d i v i s i o n  of b a n k i n g  a n d  s e c u r i t i e s .

K I R K P A T R I C K :  Mr. C h a i r m a n  a n d  c o m m i t t e e  m e m b e r s .  M y  
n a m e  is W i l l i s  K i r k p a t r i c k .  I a m  d i r e c t o r  of b a n k i n g  a n d  
s e c u r i t i e s  for the S t a t e  of A l a s k a .  I'd f i r s t  l i k e  to say t h a t  w e  
h a v e  a p p r e c i a t e d  t h e  o p p o r t u n i t y  to j o i n  w i t h  t h e  c o m m i s s i o n  as a 
p a r t i c i p a n t  in d i s c u s s i o n  in t h e i r  w o r k .  I b e l i e v e  t h a t  a n y  of 
the c o n c e r n s  the s t a t e  h a s  h a d  as far as t h e  a d m i n i s t r a t i o n  of 
t h i s  n e w  code, t h e  c o m m i s s i o n  h a s  k n o w n  u p  f r o n t  a s  to w h a t  the 
p r o b l e m s  w e ' v e  had. O n e  of t h e  t h i n g s  I'd l i k e  to p o i n t  o u t  is 
t h a t  w h a t  I a m  e x c i t e d  a b o u t  in t h eir w o r k  is t h a t  in a p r e s e n t  
s i t u a t i o n  w h e r e  w e  h a v e  an o l d  O r e g o n  law, in a s i t u a t i o n  w h o r e  
v/e h a v e  v e r y  l i t tle, if any, s t a t e  c o m m o n  l a w  c o u r t  c a s e s  the 
a d m i n i s t r a t i o n  of t h e  p r o v i s i o n s  of t h e  A l a s k a  B u s i n e s s  
C o r p o r a t i o n s  C o d e  as it s t a n d s  t o day is s o m e w h a t  s u s p e c t  in s o m e  
of its l e g i s l a t i v e  i n t e n t .  A n d  to d e t e r m i n e  l e g i s l a t i v e  .intent, 
v/e go back, to O r e g o n  law, we  g o  b a c k  to O r e g o n  cases, w e  cjo b a c k  
to the s p a r s e  o f f i c i a l  c o m m e n t s  u n d e r  the m o d e l  code. W i t h  the 
p a s s a g e  of t h i s  b i ll, I t h i n k  t h a t  our w o r k  as far as  w o r k i n g  
w i t h  the c o r p o r a t i o n s  in m a i n t a i n i n g  t h e i r  f i l e s  is g o i n g  to be a 
w h o l e  lot. e a s i e r  b e c a u s e  of the o f f i c i a l  c o m m e n t s  a 3 o n e . 
E v e r y t h i n g  h a s  b e e n  a d d r e s s e d .  I w o u l d  s u g g e s t  t h a t  in 
c o n s i d e r i n g  the p a s s a g e  of t h i s  bill, t h a t  t h e y  m a k e  p a r t  of the 
r e c o r d  the o f f i c i a l  c o m m e n t s  a s  to the n e w  law. '.(’h e r e  is o n l y  
o n e  p a r t i c u l a r  a r e a  t h a t  I h a v e  a p r o b l e m  w i t h ,  a n d  t h a t  is in 
S e c t i o n  733 on p a g e  127, in t h e  f i l i n g  of f o r e i g n  c o r p o r a t i o n s  to 
do b u s i n e s s  in the S t a t e  of A l a s k a .  O n  l i n e  7, b e g i n n i n g  o n  l i n e  
7, it r e q u i r e s  t h a t  t o g e t h e r  w i t h  n c e r t i f i e d  c o p y  of its 
a r t i c l e s  of i n c o r p o r a t i o n  all a m e n d m e n t s  to the a r t i c l e s  . . .  In 
o t h e r  w o r d s ,  w h a t  t h e y  a r e  s a y i n g  h e r e  is t h a t  o n e  of the 
p r o v i s i o n s  for a f o r e i g n  c o r p o r a t i o n  to q u a l i f y  to do b u s i n e s s  in 
the L t a t e  of A l a s k a ,  is t h a t  it w o u l d  h a v e  to f i l e  its a r t i c l e s  
w i t h  the s t a t e  a n d  a n y  a m e n d m e n t s  I j  t h o s e  a r t i c l e s .  In a 
h e a r i n g  l a s t  s e s s i o n ,  v e  b r o u g h t  t h i s  up  a n d  I b e l i e v e ,  y o u ' d  
h a v e  to c h o c k  w i t h  the c o d e  r e v i s i o n  c o m m i s s i o n  on this, but I 
b e l i e v e  it w a s  a g r e e d  u p o n  t h a t  t h e y  w o u l d  r e c o n s i d e r  t h a t  
r e q u i r e m e n t  to f i l e  a r t i c l e s .  A t  the p r e s e n t  t i m e  a r t i c l e s  of 
f o r e i g n  c o r p o r a t i o n s  a r e  n o u  f i l e d  w i t h  the s t a t e .  W e  f i n d  t h a t
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s o m e  of our s i s t e r  states, t h o s e  t h a t  do h a v e  t h i s  p r o v i s i o n ,  a r e  
l o o k i n g  at d r o p p i n g  their, I t h i n k  the l a s t  o n e  w e ' v e  h e a r d  f r o m  
is Texas. N o w  I d o n ' t  b e l i e v e  t h a t  it is g o i n g  to c r e a t e  any
h a r d s h i p  to a n y b o d y  in the S t a t e  of A l a s k a  t h a t  w i s h e s  to f i n d
o u t  the s u b s t a n c e  of the a r t i c l e s  of a f o r e i g n  c o r p o r a t i o n .
F i r s t  of all, if t h e y  a r e  l o o k i n g  for the o f f i c e r s  a n d  d i r e c t o r s  
oi the f o r e i g n  c o r p o r a t i o n ,  we  can l o o k  a t  t h e  a p p l i c a t i o n  t h e y  
f i l e  w i t h  us g i v i n g  us  t h a t  p a r t i c u l a r  i n f o r m a t i o n .  If t h e y  do 
w a n t  a c o p y  of the a r t i c l e s  of i n c o r p o r a t i o n  or the a m e n d m e n t s  to 
the a r t i c l e s  of i n c o r p o r a t i o n  of a f o r e i g n  c o r p o r a t i o n ,  the p l a c e  
t h a t  w o u l d  h a v e  the m o s t  c u r r e n t  f i l i n g  w o u l d  be the s t a t e  of 
d o m i c i l e  so t h a t  t h e y  a r e  a v a i l a b l e .  W e  w o u l d  b e  m o r e  t h a n  h a p p y
to a s s i s t  a n y b o d y  t h a t  w a n t e d  t h a t  to f i n d  o u t  the p r o p e r
p r o c e d u r e s  to o b t a i n  t h o s e  r e c o r d s .  W i t h  m y  u n d e r s t a n d i n g  t h a t
t h i s  p r o v i s i o n ,  t h a t  the c o d e  r e v i s i o n  c o m m i s s i o n  h a d  no 
p a r t i c u l a r  p r o b l e m  w i t h  th a t  b e i n g  d r o p p e d ,  the f i s c a l  n o t e  t h a t  
I p r e p a r e d  w a s  z e r o e d  out. If t h i s  p r o v i s i o n  s t a y s  in, I am
g o i n g  to a s k  for a r e v i s i o n  of the f i s c a l  n o t e  b e c a u s e  one of the 
p r o b l e m s  v/e h a v e  n o w  is j u s t  f i l e  m a i n t e n a n c e .  T h e  b i g g e s t
p r o b l e m  in f i l e  m a i n t e n a n c e  is a m e n d m e n t s  to a r t i c l e s .  W c  
r e c e i v e  a g r e a t  n u m b e r  of a m e n d m e n t s  to a r t i c l e s  e v e r y  day, a n d  
o n e  of the t h i n g s  w e  h a v e  to dc is t h a t  w e  j u s t  d o n ' t  f i l e  the 
a m e n d m e n t s .  A  lot of t i m e s  w e  h a v e  to l o o k  b a c k  t h r o u g h  the
f i l e s  to s e e  w h a t  the p r i o r  a r t i c l e s  c o n t a i n  t o  sc? a m e n d m e n t s
a r e  c o n s i s t e n t .  If n o t h i n g  m o r e  t h a n  a r t i c l e  or d e r .  T h a t  is the 
o n l y  c o m m e n t  t h a t  I h a v e  as far as a n y  c h a n g e s  a r e  c o n c e r n e d ,  a n d  
I a m  s o r r y  I d o n ' t  h a v e  an a m e n d m e n t  p r e p a r e d ,  b u t  I w o u l d  be
m o s t  h a p p y  to. I w o u l d  r e p l a c e  t h a t  w o r d  w i t h  a c e r t i f i c a t e  of 
c o m p l i a n c e  e x e c u t e d  by the o f f i c e r  of d o m i c i l e ,  or t h e  o f f i c i a l  
of d o m i c i l e .  I a m  o p e n  to a n y  q u e s t i o n s .

R O D E Y : If I m i g h t  ask e i t h e r  C h a i r m a n  A b b o t t  or
P r o f e s s o r  F e s s l e r  t o  r e s p o n d .

A B B O T T :  Yos, Mr. C h a i r m a n .  W e  h a d  p r e v i o u s l y  a g r e e d
w i t h  Mr. K i r k p a t r i c k  t h a t  w e  w o u l d  m a k e  t h a t  c h a n g e .
U n f o r t u n a t e l y ,  c o n s i d e r a t i o n  of t h i s  m a t t e r  c a m e  u p  a f t e r  i.ho 
b i l l  w a s  p r i n t e d .  S o  it is the p o s i t i o n  of the c o m m i s s i o n  t h a t  
t h i s  r e q u i r e m e n t  s h o u l d  be d e l e t e d  w h e n  it w a s  b r o u g h t  to our 
a t t e n t i o n  t h a t  it w o u l d  s e r v e  no u s e f u l  p u r p o s e  a n d  w o u l d  i m p o s e  
an  a d d i t i o n a l  f i s c a l  b u r d e n  on the c o m m i s s i o n e r  of c o m m e r c e .  We  
a r e  in c o m p l e t e  agreement; t h a t  the p r o v i s i o n  s h o u l d  b e  d e l e t e d ,  
a n d  t h e r e  s h o u l d  be n o  r e q u i r e m e n t  to f i l e  f o r e i g n  a r t i c l e s  or 
a m e n d m e n t s .

R O D E Y :  T h a n k  you, C h a i r m a n  A b b o t t .  Mr. Brown.

B R O W N : O n  b e h a l f  of the c o m m i s s i o n ,  I a m  s u r e  t h e y
w o u l d  ag r e e ,  it w o u l d  be v e r y  n i c e  if P r o f e s s o r  F e s s l e r  w e r e  
i n v o l v e d  in s t r u c t u r i n g  the a m e n d m e n t  that- t h e  c o m m i t t e e  m i g h t  be 
i n t e r e s t e d  . . .



RO D E Y :  T h a t ' s  a v e r y  g o o d  s u g g e s t i o n ,  Mr. Brown.
P r o f e s s o r ,  w o u l d  it be p o s s i b l e  for y o u  to p r e p a r e  t h a t  
a m e n d m e n t ?

F E S S L E R :  C e r t a i n l y .

R O D S Y :  Mr. K i r k p a t r i c k ,  c o n t i n u e .

K I R K P A T R I C K :  O n e  o t h e r  i t e m  t h a t  m y  n o t e s  shew. On 
p a g e  138 a n d  139, on l i n e  20 of p a g e  138 it r e f e r s  to the
m i s d e m e a n o r ,  a n d  m y  s t a f f  sa y s  t h a t  it s h o u l d  be e i t h e r  a r a t e d  
m i s d e m e a n o r  A  or B to be c o n s i s t e n t  w i t h  T i t l e  9. A n d  t h e  s a m e  
w i t h  l i n e  9 on p a g e  139. T h a t  a l s o  r e l a t e s  to a m i s d e m e a n o r .

R O D E Y :  If I mi.gut a d d r e s s  C h a i r m a n  A b b o t t  or P r o f e s s o r
F e s s l e r ,  a r e  v/e in  t h a t  c a s e  t a l k i n g  a b o u t  a C l a s s  A
m i s d e m e a n o r ?

A B B O T T :  T h a t ' s  our u n d e r s t a n d i n g ,  Mr. C h a i r m a n .  Yes.

R O D E Y :  If a g a i n  I c o u l d  r e q u e s t  you, P r o f e s s o r  F e s s l e r ,  
to  p r e p a r e  t h e  a p p r o p r i a t e  a m e n d m e n t  b a s e d  on c u r r e n t  A l a s k a  
c r i m i n a l  law.

F E S S L E R :  T h e  q u e s t i o n  h a s  b e e n  asked, h a s  b e e n
p r e p a r e d ,  is o n e  of tho a m e n d m e n t s  t h a t  C h a i r m a n  A b b o t t  w a s  
r e f e r r i n g  to is b e i n g  t r a n s m i t t e d  . , .

R O D E Y :  T h a n k s ,  P r o f e s s o r .  O b v i o u s l y  v/e c a n ' t  take a n y  
o f f i c i a l  a c t i o n  h e re. If t h e r e  a r c  a n y  q u e s t i o n s ,  w e ' l l  ha v e  
t h i s  p r e p a r e d  a n d  d e l i v e r e d  to c o m m i t t e e s  o n  b o t h  s i d e s  for t h e i r  
c o n s i d e r a t i o n  a n d  S e n a t o r  Ilulcahy a n d  m y s e l f  w i l l  e x p l a i n  i t  on 
our s i d e  a n d  . . .

C O W D E R Y :  C o u l d  I, I w a s  w o n d e r i n g  w h a t  f i n a n c i a l  b u r d e n  
w o u l d  t h is, if v/e a d o p t  t h i s  to  t h e  e x i s t i n g  c o r p o r a t i o n  for the 
state, w o u l d  it b e  to c o n f o r m ,  is t h e r e  a n y  g r a n d f a t h e r i n g  
s i t u a t i o n s  . . .

K I R K P A T R I C K :  If I u n d e r s t a n d  y o u r  q u e s t i o n ,  Mr.
C h a i r m a n ,  a s  to  w h a t  t h i s  is g o i n g  to do to e x i s t i n g  
c o r p o r a t i o n s .  I t h i n k  the l a s t  t w o  s e c t i o n s  o f  the b i l l  p r e t t y

#•
iev/ c o r p o r a t i o n  t h a t  is c o m i n g  on b o a r d .  I d o n ' t  t h i n k  k’uc . c  
/ill be an f i n a n c i a l ,  I t h i n k  the p r o b l e m  is go i.ng t o  be 
ia sic.illy on the s t a t e ' s  s i d e  a s  far a s  g e t t i n g  the i n f o r m a t i o n  
:>ut a n d  y e t t i n g  t h e  t r a n s i t i o n  g o i n g .  I d o n ' t  e n v i s i o n  any
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e c o n o m i c  p r o b l e m  on  t h e  
c o r r e s p o n d e n c e  f e e s ,  b u t  
p r o b l e m .

c o r p o r a t i o n  

. » * I d m
I 

11
am
see

w o n d e r i n g  
it ai

a b o u t  
a m a j o r

R O D E Y :  I j u s t  m i g h t
V7ritten to r e d u c e  l e g a l  feei 
c e r t a i n t y  in t h e r e  so t h a t  a 
u n d e r s t a n d i n g  of t h e  l a w  j u s t  
to c o n s u l t  a l a w y e r .  So I 
r e d u c t i o n  of a t t o r n e y ' s  fees. 
Mr. K i r k p a t r i c k ?  If n o ne, t h a n k  
do h a v e  f l o o r  c e s s i o n  n o w  a t  
1 1 : 0 0  o ' c l o c k  o n  M o n d a y s ,  a s  
l e g i s l a t o r s .  W o u l d  y o u  l i k e  m e

a d d  t h a t  t h e  p r o p o s e d  d r a f t  w a s  
by p u t t i n g  a g r e a t  e l e m e n t  of 

l a y m a n  w o u l d  h a v e  a m u c h  g r e a t e r  
by r e a d i n g  t h e  l a w  w i t h o u t  h a v i n g  
thir. k t h e r e  w i l l  be a c t u a l l y  a 
A r e  t h e r e  a n y  o t h e r  q u e s t i o n s  for 
y o u  v e r y  m u c h  Mr. K i r k p a t r i c k .  W e  

1 0:00 a.m. W e  d o n ' t  g o  in u n t i l  
a c o n v e n i e n c e  to t h e  Z m c h o r a g e  
to s t a y ?

A B B O T T :  Mr. C h a i r m a n ,  if I m i g h t ,  t h e r e  a r e  o n l y  two 
o t h e r  p e o p l e  t h a t  i n t e n d  to o f f e r  b r i e f  t e s t i m o n y .  T h a t ' s  L i z  
J o h n s t o n  a n d  Irv B e r t r a m .

R O D E Y :  In c o n s u l t a t i o n  w i t h  H o u s e  c h a i r m a n ,  I w i l l  s t a y  
h e r e  if S e n a t o r  M u l c a h y  is a g r e e a b l e  a n d  l i s t e n  to the c o m m e n t s  
of E l i z a b e t h  J o h n s t o n  a n d  Irv B e r t r a m  a n d  t h e n  r e p o r t  to you, 
sir. T h a n k  you, g e n t l e m e n .  N e xt, I'd l i k e  to c a l l  E l i z a b e t h

I t ' s  a l w a y s  d i s c o n c e r t i n g  to beJohnston.
e v e r y b o d y  l e a v i n g .  But, S e n a t o r  M u l c a h y  a n d  I w i l l  
a n y  a b s e n c e  of n u m b e r s .  You h a v e  t h e  fl o o r ,  m u c a m .

t e s t i f y i n g  and h a v e  
m a k e  u p  for

a 1 jeth J o h n s  ton. 1 1 m  
T o d a y  I a m  
of N a t i v e s

J O H N S T O N :  G e n t l e m e n .  My n a m e  is Elis 
g e n e r a l  c o u n s e l  to B r i s t o l  B a y  N a t i v e  C o r p o r a t i o n ,  
h e r e  s p e a k i n g  on b e h a l f  of the A l a s k a  F e d e r a t i o n  
c o n c e r n i n g  t h e  b i l l  on the r e v i s i o n  of t h e  c o r p o r a t e  s t a t u t e s ,  
t h e  p r o f i t  c o r p o r a t e  s t a t u t e s .  You w i l l  be  d e l i g h t e d  to  k n o w  m y  
c o m m e r t s  w i l l  b e  b r i e f .  T h i s  is b e c a u s e  v/e h a v e  h a d  e x t e n s i v e  
o p p o r t u n i t y  to p r e s e n t  our c o n c e r n s  b e f o r e  t h e  c o d e  r e v i s i o n  
c o m m i s s i o n .  l y  w a y  of b a c k g r o u n d ,  I c a n  toll y o u  t h a t  in the 
s u m m e r  o f  1982, t h e  A l a s k a  F e d e r a t i o n  of N a t i v e s  c r e a t e d  a 
s u b c o m m i t t e e .  A n d  t h e  m e m b e r  of t h e  s u b c o m m i t t e e  h a d  b o t h  
r e g i o n a l  a n d  v i l l a g e  c o r p o r a l s o n  b a c k g r o u n d s ,  a n d  the c o m m i t t e e  
w a s  c r e a t e d  to r e v i e w  a n d  t e s t i f y  o n  t h e  p r o p o s e d  r e v i s i o n .  W e  
m e t  w i t h  the c o d e  r e v i s i o n  c o m m i s s i o n  on t h r e e  s e p a r a t e  o c c a s i o n s  
a n d  m a d e  e x t e n s i v e  c o m m e n t s .  B a s e d  on  t h e  r e c e p t i v i t y  of the 
c o m m i s s i o n  to o u r  c o m m e n t s ,  a n d  t h e  w a y  t h e y  w e r e  a b l e  to m o a t  
our c o n c e r n s ,  in A p r i l  of .1983 J a n i e  Lo a s k ,  w h o  is the p r e s i d e n t  
of t h e  f e d e r a t i o n ,  w r o t e  .n s u p p o r t  of the p r o p o s e d  /revision. 
A n d  s h e  c o m m e n t e d  c p s c i r i c a l l y  on t h e  q u a l i t y  of the n e w  
.legislative s c h e m e ,  on t h e  t e c h n i c a l  c o m m e n t a r y  w h i c h  h a s  a l r e a d y  
b e e n  b r o u g h t  up b y  s o m e  of t h e  o t h e r  p e o p l e .  B u t  the fa c t  t h e r e  
t h e r e  is t e c h n i c a l  c o m m e n t a r y  to Iv.cl' u p  the n o w  c o d e  w h i c h  
s h o u l d  h e l p  a l l  of us in the a b s e n c e  of c o u r t  c a s e s  to u n d e r s t a n d  
the- l e g i s l a t i v e  h i s t o r y .  T h e  f a c t  t here t h e r e  is th i s  k i n d  of
backup; f e e l  w i l l  m e a n  it w i l l  r e d u c e  t h e  l e g a l  e x p e n s e s  for
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th e  N a t i v e  c o r p o r a t i o n s » vie a l s o  a r t i c u l a t e d ,  c o m m e n t e d  on the 
f i n a n c e  s e c t i o n ,  t h a t  it w a s  a n  i m p o r t a n t  r e f o r m .  U n l i k e  
P r o f e s s o r  F e s s l e r  I c a n  r e a d  n u m b e r s ,  a n d  I s t i l l  feel t h a t  it is 
a s i g n i f i c a n t  a c c o m p l i s h m e n t .  I w a s  f o r c e d  to. Go f i n a l l y  the 
o n l y  f i n a l  c o m m e n t  is t h a t  t h i s  is a b i l l  w h i c h  d o e s  s t r e n g t h e n  
the r i g h t s  of s h a r e h o l d e r s  a n d  do e s  s t r e n g t h e n  t h e  r e q u i r e m e n t s  
of p e r i o d i c  r e p o r t i n g  b y  c o r p o r a t i o n s  to t h e i r  s h a r e h o l d e r s .  It 
is a p r o - s h a r e h o l d e r  d o c u m e n t ,  a n d  t h e  f e d e r a t i o n  s u p p o r t s  the 
r e v i s i o n .

R O D E Y :  S e n a t o r  M u l c a h y ,  do y o u  h a v e  a n y  q u e s t i o n s  for 
M i s s  J o h n s t o n ?  T h a n k  you, a p p r e c i a t e  y o u r  c o m i n g .  Ne;:t I ’d l i k e  
to c a l l  Irv B e r t r a m .

B E R T R A M :  I ' m  Irv B e r t r a m ,  a n d  I a m  a s s i s t a n t  c o u n s e l  to 
A l a s k a  A i r l i n e s .  V7e h a v e  l o o k e d  at the b i l l  a n d  d i s c u s s e d  it w i t h  
th e  c o m m i s s i o n  to r a i s e  so m e  of the c o n c e r n s  w e  have. Our b y l a w s  
a n d  a r t i c l e s  g o  bac!: to 1 9 38, a t  l e a s t  t h e  a r t i c l e s  do. The 
b y l a w s  h a v e  b e e n  c h a n g e d  cn n u m e r o u s  o c c a s i o n s .  A n d  v/e did h a v e  
s o m e  c o n c e r n s ,  b u t  v/e f o u n d  t h a t  the c o m m i s s i o n  h a s  m a d e  some 
c h a n g e s  t h a t  v i l l  a s s i s t  v»s in  g o i n g  f o r w a r d .  W e  t h i n k  t h a t  the 
b i l l  is v e r y  w e l l  d r a f t e d  a n d  v e r y  g o o d  a n d  w i l l  be of b e n e f i t  to 
the s t a t e  as w e l l  as b e i n g  h e l p f u l  to us.. In m y  c u r r e n t  p o s i t i o n  
a s  h o u s e  c o u n s e l ,  I h a v e  a n  o p p o r t u n i t y  to a d v i s e  m a n a g e m e n t  or 
a n s w e r  q u e s t i o n s  a b o u t  A l a s k a  law. I h a v e  p r a c t i c e d  in A l a s k a  
for a n u m b e r  of y e a r s  b e f o r e  j o i n i n g  t h e  a i r l i n e s ,  a n d  y o u  d o n ' t  
f e e l  so f o o l i s h  w h e n  y o u  h a v e  s o m e t h i n g  l a y e d  o u t  in f r o n t  of you 
in  t h e  law. Y o u  c a n  l o o k  at i t  a n d  say, w e l l ,  t h i s  is h o w  it's 
d o ne. C u r r e n t l y  A l a s k a  lav/ on c o r p o r a t i o n s  h a s  a n u m b e r  of a r e a s  
w h e r e  s i m p l y  t h e r e  i n  n o  law. A n d  so  y o u  r e a l l y  h a v e  to say, 
gee, I d o n ' t  know, m a y b e  v/e c a n  do it a n d  m a y b e  v/e can't. I t ' s  , 
. . y o u ' r e  n o t  s u r e  h o w  to do s o m e t h i n g .  B u t  I t h i n k  the bill 
a n s w e r s  that. It d o e s  p r o v i d e  a v e r y  w e l l  l a y e d  out r o a d  map, so 
to speak, w h i c h  I t h i n k  w i l l  be v e r y  h e l p f u l  n o t  o n l y  to l a r g e  
c o r p o r a t i o n s  s u c h  a s  o u r s e l v e s ,  b u t  I a l s o  b e l i e v e  t h i s  w i l l  be 
h e l p f u l  to t h e  s m a l l  m o m  a n d  p o p  o p e r a t i o n s .  T h e r e  is t h a t  o.l d 
t r i t e  s a y i n g  t h a t  i g n o r a n c e  of the l a w  is n o  e x c u s e .  How e v e r ,  
w h e n  the .law is a b o d y  of c o m m o n  lav/ w i t h  v e r y  f e w  s t a t u t o r y  
r e f e r e n c e s ,  it m a k e s  it f a i r l y  d i f f i c u l t  t o  k n o w  w h a t ' s  g o i n g  
on. On  t h e  o t h e r  h a n d ,  o n c e  t h i n g s  h a v e  b e e n  l a y e d  o u t  in a 
f a i r l y  s u c c i n c t  f o r m  t h a t  can b e  f o l l o w e d ,  i t ' s  tr u e  a l a w y e r  may 
s t i l l  b e  r e q u i r e d  a n d  s h o u l d  be  used. B u t  I t h i n k  m o s t  p e o p l e  
w i l l  h a v e  a b e t t e r  u n d e r s t a n d i n g  of w h a t  c o r p o r a t e  g o v e r n e s s  
s h o u l d  be o n c e  they h a v e  t h i s  b o d y  of l a w  in f r o n t  of them. So 
v/e t h i n k  it w o u l d  be  g o o d  for the state. A l a s k a  A i r l i n e s  w i l l  
h a v e  to m a k e  o n e  c h a n g e  in i t s  b y l a w s  as a r e s u l t  of this. It 
d o e s n ' t  a d d r e s s  e v e r y t h i n g  w e  w a n t e d .  But o n  the o t h e r  hand, v/e 
t h i n k  on t h e  w h o l e  if is v e r y  g o o d  a n d  v/e do s u p p o r t  it arid w o u l d  
r e c o m m e n d  it. T h a n k  you.

R O B E Y :  T h a n k  y o u  v e r y  m u ch, Mr. B e r t r a m .  S e n a t o r
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M u l c a h y ,  do y o u  h a v e  a n y  q u e s t i o n s ?  I a n  a w a r e  of the . . . .i.f 
t h e r e  a r e  no o t h e r  c o m m e n t s ,  Mr. Brown.

B R O W N :  O n e  c o m m e n t ,  Mr. C h a i r m a n .  T h e r e  h a v e  b e e n  m u c h  
c o m m e n t  a b o u t  the c o m m e n t s ,  a n d  the p e o p l e  w h o  are s u p p o r t i n g  the 
bill w h o  a r e  n o w  p a r t  of t h e  commission,, a r e  f i n d i n g  t h a t  the 
c o m m e n t s  a r e  v e r y  i m p o r t a n t .  I w o u l d  h o p e  a n  a d m i s s i o n  to the 
m e m b e r s  of t h e  S e n a t e  a n d  t h e  H o u s e  in t h e  e v e n t  t h i s  b i l l  is 
c o n s i d e r e d ,  t h a t  a n  a c t i o n  b e  t aken s i m i l a r  t o  w h a t  w a s  t a k e n  
w h e n  t h e  c r i m i n a l  c o d e  r e v i s i o n  w a s  p a s s e d .  A n d  t h a t  is t h e r e  be 
s p e c i f i c a l l y  a n  a f f i r m a t i v e  v o t e  on t h e  f l o o r  of e a c h  h o u s e  
a p p r o v i n g  the c o m m e n t s  or the c o m m e n t s  as  y o u  m a y  h a v e  a m e n d e d  in 
c o n c e r t  w i t h  t h e  c o m m i s s i o n  to m a k e  a c l e a r  a n d  u n a m b i g u o u s  
l e g i s l a t i v e  h i s t o r y .  T o  r e a l l y  m a k e  s u r e  t h o s e  are a v a i l a b l e  and 
t h a t  t h e y  a r e  i m p o r t a n t  l e g i s l a t i v e  h i s t o r y ,  s i n c e  t h e y  w i l l  be 
r e l i e d  on by p e o p l e  in t h e  p r i v a t e  se c t o r  as 'well as s c h o l a r s .

R O D E Y :  T h a n k  y o u ,  Mr. Br o w n .  T h a t ’s a v e r y  g o o d
s u g g e s t i o n .  O b v i o u s l y  i t ’s w i s e .  I t ’s an a r e a  of lav? w e  d o n ’t 
k n o w  m u c h  a b o u t  i n  t e r m s  of i m p o r t a n c e ,  a n d  w h e t h e r  a s e p a r a t e  
v o t e  on t h a t  r e a l l y  m e a n s  m u c h  or not.

B R O W N :  T a k e  it f r o m  A l a s k a ' s  o n l y  p u b l i s h e d  l e g a l
h i s t o r i a n .

R O D E Y :  A n d  a d i s t i n g u i s h e d  m e m b e r  of the F a i r b a n k s
bar. I t h i n k  it is a w i s e  s u g g e s t i o n  to i n c o r p o r a t e  in t h e  
j o u r n a l  a n d  to v o t e  s e p a r a t e l y  a n d  a f f i r m a t i v e l y  on the 
c o m m e n t a r y .  I t h i n k  it is a g o o d  a n d  d e s i r a b l e  m e t h o d  of 
a n n o t a t i n g  A l a s k a  laws. It is c e r t a i n l y  p r e f e r a b l e  to a l l o w i n g  
M i o h i e  C o m p a n y  to do it b a c k  east. If t h e r e  a r e  no o t h e r  
c o m m e n t s ,  the c o m m i t t e e  m e e t i n g  is a d j o u r n e d .
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TO: R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

FROM: D i c k  Regan, R e s e a r c h  D i r e c t o r
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  ' P

DATE: F e b r u a r y  3, 1984

RE: A m e n d m e n t s  to HB 3 4 3 / S B  246 on
for p r o f i t  c o r p o r a t i o n s

The s u b c o m m i t t e e  a p p o i n t e d  by the 7 iska F e d e r a t i o n  of 
N a t i v e s  to w o r k  on the c o r p o r a t i o n s  bi l l  has p r o p o s e d  t h e s e  
c h a n g e s  in the p r o p o s e d  a m e n d m e n t s  I t r a n s m i t t e d  to y o u  on 
•anuary 31, 1984: T h o s e  m e m b e r s  of the c o d e  r e v i s i o n  c o m m i s s i o n  
t h a t  c o u l d  be p o l l e d  by t e l e p h o n e  h a v e  a g r e e d  t h a t  the c h a n g e s  
a r e  a c c e p t a b l e .

(1) C H A N G  Ej:

Page 12, li n e  27-29: In the p r e v i o u s l y  p r o p o s e d
a m e n d m e n t  c h a n g e  " J a n u a r y  1, 1 9 83" to " M a r c h  24, 1982".

E X P L A N A T I O N : A  r e l a t i v e l y  r e c e n t  d a t e  is n e e d e d ,  but 
the s p e c i f i c  date c h o s e n  is n o t  of i m p o r t a n c e .  T h e  d a t e  of f i r s t  
i n t r o d u c t i o n  of the A l a s k a  C o r p o r a t i o n s  C o d e  as a b i l l  in the 
l e g i s l a t u r e  is a date u s e d  e l s e w h e r e  in the bill. U s i n g  it h e r e  
is s i m p l y  to a v o i d  u s i n g  m a n y  d i f f e r e n t  d a t e s  in the bill.

(2) C I I M G S :

Page 56, f o l l o w i n g  l i n e  28: In the p r e v i o u s l y  p r o p o s e d  
a m e n d m e n t ,  c h a n g e  " J a n u a r y  1, 1 9 7 1 "  to " M a r c h  24, 198 2 " .

E X P L A N A T I O N : T h e  b i l l  p r o v i d e s  th a t  s t a g g e r e d  t e r m s  of 
d i r e c t o r s  m u s t  be p r o v i d e d  for in the a r t i c l e s  of i n c o r p o r a t i o n .  
T h e  e f f e c t  of the c h a n g e  is th a t  a p r o v i s i o n  in a c o r p o r a t i o n ' s  
by l a w s  p r o v i d i n g  for s t a g g e r e d  t e r m s  of its d i r e c t o r s  w o u l d  be 
v a l i d  if the p r o v i s i o n  w a s  in the b y l a w s  b e f o r e  a r e c e n t
d a t e — the date of f i r s t  i n t r o d u c t i o n  of the A l a s k a  C o r p o r a t i o n s  
C o d e  bi l l  in the l e g i s l a t u r e ,  M a r c h  24, 1982.

In o t h e r  words, the a m e n d m e n t  w o u l d  m a k e  th i s  p r o v i s i o n
of the bill p r o s p e c t i v e ,  k e e p i n g  in e f f e c t  v a l i d  b y l a w s  on
s t a g g e r e d  terms; h o w e v e r ,  no c o r p o r a t i o n  w o u l d  be a b l e  to 
h u r r i e d l y  e n a c t  b y l a w s  now, s i m p l y  in a n t i c i p a t i o n  of p a s s a g e  of 
t h i s  bill.



(3) C H A N G E :

Page 149, l i n e  12, f o l l o w i n g  the p e r i o d :  In the
p r e v i o u s l y  p r o p o s e d  a m e n d m e n t ,  f o l l o w i n g  " s e c t i o n "  i n s e r t  "prior 
to D e c e m b e r  19, 1 9 9 1 , " .

E X P L A N A T I O N : T h e  a m e n d m e n t  as p r e v i o u s l y  p r o p o s e d  w a s  
o v e r b r o a d .  Its o n l y  p u r p o s e  w a s  to c o n f o r m  to a r e q u i r e m e n t  of 
S e c t i o n  30 of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act, a c o p y  of
w h i c h  is a t t a c h e d .  T h e  r e a s o n  for the c h a n g e  w i l l  be c l e a r  b y
r e f e r e r c e  to the a t t a c h e d  S e c t i o n  30 of ANCSA.

R e t y p e d  w i t h  t h e s e  t h r e e  c h a n g e s ,  the p r o p o s e d
a m e n d m e n t s  are a t t a c h e d .

An i d e n t i c a l  te x t  to t h e  f o r e g o i n g  w i t h  the sa m e  
a t t a c h m e n t s  w a s  s e n t  to S e n a t o r  El i a s o n ,  c h a i r m a n  of the S e n a t e  
L a b o r  a n d  C o m m e r c e  C o m m i t t e e .  A  heairaing w a s  h e l d  by  S e n a t e  L a b o r  
a n d  C o m m e r c e  on t h e  bi l l  F e b r u a r y  2, 1984, a n d  the r e v i s e d  
a m e n d m e n t s  w e r e  a d o p t e d  in the f o r m  a t t a c h e d  to the m e m o r a n d u m .

The c o m m i t t e e  v o t e d  t h e  b i l l  out as a c o m m i t t e e  
s u b s t i t u t e  and a d o p t e d  a s t a t e m e n t  of i n t e n t  c o n t a i n i n g  the tv/o 
s m a l l  c h a n g e s  in the c o m m e n t a r y  o n  the bill, as p r e v i o u s l y  
p r o v i d e d  you. T h e  s t a t e m e n t  of i n t e n t  is al s o  a t t a c h e d  as it w a s  
a d o p t e d  in the S e n a t e  c o m m i t t e e .

P l e a s e  n o t e  th a t  the a t t a c h e d  a m e n d m e n t s  a r e  a r e t y p i n g  
of t h e  a m e n d m e n t s  p r e v i o u s l y  p r o v i d e d  you, w i t h  the c h a n g e s  
e x p l a i n e d  ir. this F e b r u a r y  3 m e m o r a n d u m .

D R : c h w
A t t a c h m e n t s
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A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  B Y :

TO: HB  343

P a g e  12, line 27-29:

D e l e t e  a l l  m a t e r i a l  a n d  insert:

"(3) ^f i n c o r p o r a t i o n  is a f t e r  M a r c h  24, 1982, the 

a d d r e s s  of it i n i t i a l  r e g i s t e r e d  o f f i c e  and the n a m e  of its 

i n i t i a l  r e g i s t e r e d  a g e n t ; "

P a g e  12, line 29:

D e l e t e  "at th a t  a d d r e s s "

P a g e  16, line 5:

D e l e t e  " A S  1 0 . 0 6 . 8 7 3 "  a n d  i n s e r t  " A S  1 0 . 0 6 . 8 7 0 "

P a g e  56, f o l l o w i n g  li n e  28:

I nsert:

"(c) a p r o v i s i o n  in the b y l a w s  of a c o r p o r a t i o n  w h i c h ,  w e r e  

it a p r o v i s i o n  o f  the a r t i c l e s  of i n c o r p o r a t i o n ,  w o u l d  a c c o r d  

w i t h  (a) of this s e c t i o n  s h a l l  be v a l i d  p r o v i d e d  t h a t  it w a s  

a d o p t e d  p r i o r  to M a r c h  24, 1982."

P a g e  127, l i n e s  7-9:

D e l e t e  " t o g e t h e r  w i t h  a v e r i f i e d  c o p y  of its a r t i c l e s  of 

i n c o r p o r a t i o n  and a l l  a m e n d m e n t s  to  the a r t i c l e s , "

P a g e  138, l i n e  28:

I n s e r t  "C l a s s  A "  b e f o r e  " m i s d e m e a n o r "

P a g e  139, line 9:

I n s e r t  "Class A "  b e f o r e  " m i s d e m e a n o r "



D e l e t e  ", e x c e p t  a v i l l a g e  c o r p o r a t i o n  t h a t  m a y  b e  i n c o r p o r a t e d  

u n d e r  e i t h e r  th i s  c h a p t e r  or  A S  1 0 . 2 0 , "

P a g e  148, l i n e  8:

D e l e t e  " a p p r o v e d  b y  t h e  U n i t e d  S t a t e s  S e c r e t a r y  o f  t h e  I n t e r i o r "

P a g e  148, li n e  18:

D e l e t e  ", 7 ( i ) ,"

P a g e  148, l i n e s  25-26:

D e l e t e  "may n o t  be  c o n s i d e r e d  to be  a d i s t r i b u t i o n  in p a r t i a l  

l i q u i d a t i o n "  and i n s e r t  "is n o t  a ' d i s t r i b u t i o n  to its s h a r e h o l d e r s '  

as d e f i n e d  by  AS 1 0 . 0 6 . 9 9 0 ( 1 7 ) "

P a g e  149, line 12, f o l l o w i n g  t h e  p e r i o d :

I n s e r t  " N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  of AS 1 0 . 2 6 . 5 7 4 —  

1 0 . 0 6 . 5 8 6 ,  a p l a n  of  m e r g e r ,  c o n s o l i d a t i o n ,  or e x c h a n g e  q u a l i f i e d  

u n d e r  t h i s  s e c t i o n  p r i o r  to  D e c e m b e r  19, 1991, s h a l l  n o t  i n c l u d e  

the r i g h t  of s h a r e h o l d e r s  to d i s s e n t . "

P a g e  149, li n e  15:

D e l e t e  "that is r e q u i r e d  by  t h e  l a n g u a g e  of t h a t  Act"

P a g e  161, li n e  13:

D e l e t e  "July 1, 1983" a n d  i n s e r t  " J u l y  1, 1984"

Page 147, lines 28-29:

-2-
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§ 26 A l a s k a  S t a t u t e s

SAVING CLAUSE

§ 30

Sec. 26. To the extent tha t there is n conflict between any provision 
of this Act and any other Federal laws applicable to Alaska, the provi­
sions of this Act shall govern.

SEPAP.Ati lL ITY

Sec. 27. If any provision of this Act or the applicability thereof is 
held invalid the remainder of this Act shall, not be affected thereby.

• TEMPORARY EXEMPTION FROM CERTAIN SECURITIES LAWS

Sf.c. 28. Any corporation organized pursuant to this Act shall be 
exempt from the provisions of the Investment Company Act of 1940 (54 
Stat. 789), the Securities Act of 1933 (48 Stat. 74), and the Securities 
Exchange Act of 1934 (48 Stat. 881), as amendeu, through December 
31,1991. Nothing in this section, however, shall be construed to mean 
th a t any such corporation shall or shall not, after such date, be subject 
to the provisions of such Acts. Any such corporation which, but for this 
section, would be subject to the provisions of the Securities Exchange 
Act of 1934 shall transm it to its stockholders each year a report con­
taining substantially all the information required to be included in an 
annual report to stockholders by a corporation which is subject to the 
provisions of such Act. (Added January  219 /6 , P.L. 94-204 §§ 3,18, 89 
Stat. 1147, 1156)

RELATION TO OTHER PROGRAMS

Sec. 29. (a) The payments and grants authorized under this Act 
constitute compensation for the extinguishment of claims to land, and 
shall not be deemed to substitute for any governmental programs 
otherwise available to the N ative people of Alaska as citizens of the 
United States and the S tate of Alaska.

(b) Notwithstanding section 5(a) and uny other provision of the Food 
Stamp Act of 1964 (78 Stat. 703), as amended, in determining the 
eligibility of any household to participate in the food stamp program, 
any compensation, remuneration, revenue, or other benefit received by 
any member of such household under the Settlement Act shall be 
disregarded. (Added January  2 1976, P.L. 94-204 § 4, 89 Stat. 1147)

MERGER OF NATIVE COUl’OKATtONS

Sec. 30. (a) Notwithstanding any provision of this Act, any corpora­
tion created pursuant to section 7(d>, 8(a), .'4(h)(2), or 14(h)(3) within 
any of the twelve regions of Alaska, as established by section 7(a), may, 
a t any time, merge or consolidate, pursuant to the applicable provi-
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§ 30 A l a s k a  N a t iv e  C l a im s  S e t t l e m e n t  A c t § 30

sions of the laws of the S tate of Alaska, with any other of such corpora­
tion or corporations created within or for the same region. Any corpora­
tions resulting from mergers or consolidations further may merge or 
consolidate with other such merged o; consolidated corporations within 
the same region or w ith other of the corporations created in said region 
pursuant to section 7(d), 8(a), 14(h)(2), or 14(h)(3).

(b) Such mergers or consolidations shall be on such term s and condi­
tions as are approved by vote of the shareholders of the corporations 
participating therein, including, where appropriate, term s providing 
for the issuance of additional shares of Regional Corporation stock to 
persons already owning such stock, and may take place pursuant to 
votes of shareholders held either before or after the enactment of this 
section: Provided, T hat the rights accorded under Alaska haw to 
dissenting shareholders in n merger or consolidation may not be exer­
cised in any merger or consolidation pursuant to this Act effected prior 
to December 19, 1991. Upon the effectiveness of any such mergers or 
consolidations the corporations resulting therefrom and the share­
holders thereof shall succeed and be entitled to all the rights, privi­
leges, and benefits of this Act, including but not limited to the receipt 
of lands and moneys and exemptions from various forms of Federal, 
State, and lo;.il taxation, and shall be subject to all the restrictions and 
obligations of this Act as are applicable to the corporations and share­
holders which and who participated in 'aid mergers or consolidations 
or as would have been applicable if the m e r g e r s  or consolidations and 
transfers of rights and titles thereto had not taken place: Provided, 
That, where a Village Corporation organized pursuant to section 19(b) 
of this Act. merges or consolidates with the Regional Corporation of the 
region in which such village is located or with another Village Corpora­
tion of tha t region, no provision of such im r g e r  or consolidation shall 
be construed as increasing or otherwise changing regional enrollments 
for purposes of distribution of the Alaska Native Fund; land selection 
eligibility; or revenue sharing pursuant to sections 6(c), 7(m), 12(b), 
14(h)(8), and 7(i) of this Act.

(c) Notwithstanding the provisions of section 7 (j) or (m), in any 
merger or consolidation in which the class of stockholders of a Regional 
Corporation who are not residents of any of the villages in the region 
are entitled under Alaska law to vote as a class, the terms of the merger 
or consolidation may provide for the alteration or elimination of the 
right of said class to receive dividends pursuant to said section 7 (j) or 
(m). In the event th a t such dividend right is not expressly altered or 
eliminated by the term s of the m erger or consolidation, such class of 
stockholders shall continue to receive such dividends pursuant to sec­
tion 7 (j) or (in) as would have been applicable if the merger or consol­
idation had not taken place and all Village Corporations within the 
affected region continued lo exist separately.
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§ 31 A l a s k a  S t a t u t e s § 31

(d) Notwithstanding any other provision of this section or of any 
other law, no coqioration referred to in this section may merge or 
consolidate w ith any other such corporations unless that corporation’s 
shareholders have approved such merger or consolidation.

(e) The plan of merger or consolidation shall provide tha t the right 
of any affected Village Corporation pursuant to section 14(0 to 
withhold consent to mineral exploration, development, or removal 
within the boundaries of the Native village shall be conveyed, as part 
of the merger or consolidation, to u separate entity composed of Lhe 
Native residents of such Native village. (Added January 2 1976, P.L. 
94-20 > § 6, 89 Stat. 1148)
‘ . , •: t . -T

• • * • • / 
ASSIGNMENTS OF RIGHTS 11Y REGIONAL CORPORATIONS

Sec. 31. (a) Notwithstanding the provisions of section 3477 of the 
Revised Statutes, as amended (31 U.S.C. 203), the Secretary is autho­
rized to recognize validly executed assignments made by Regional Cor­
porations of their rights to receive payments from the Alaska N a .;ve 
Fund. Such assignments shall only be recognized to the extent 1 aat the 
Regional Corporation involved is r.ot required to distribute fr.nds pur­
suan t to subsection (j) or (in) of section 7 of this Act.

(b) The Secretary shall not recognize any assignment under this 
section which does not provide th a t the United States reserves the right 
to assert against the assignee and successors of the assignee, any setof f 
or counterclaim which the United States has against the assignor Cor­
poration.

(c) No stockholder of any Regional or Village Corporation shall have 
any claim against the Secretary or the United Stales as the result of 
any assignment duly recognized by the Secretary pursuant to this 
section. (Added November 15 1977, P.L. 95-178 § 4, 91 Stat. 1370)
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L E T T E R  OF INTENT

It is the intent of the Senate L abor and C o m m e r c e  C o m m i t t e e  that the 

d e t a i l e d  c o m m e n t a r y  a c c o m p a n y i n g  S.B. 246, H o u s e  and S e n a t e  Joint Journal 

S u p p l e m e n t  No. 11, be c o n s i d e re d  a c o m p r e h e n s i v e  guide to the p r o p o s ed  

n e w  A l a s k a  C o r p o r a t i o n  Code  and as such sh o ul d  be amen d ed  and revised 

a c c o r d i n g l y  if a n y  changes are m a d e  to S.B. 246.

Th e  f o l l o w i n g  n a r r a t i v e  changes reflect the a m e n d m e n t s  adop t e d  in CSSB 

246 ( L & C ) .

(At pag e  89 of the H o us e  and Senate Joint J o u r n a l  S u p p l e m e n t a l  for April 

8., 1983, the O f f i c i a l  C o m m e n t  to S e c t i o n  388 s h o u l d  be amended to read):

O f f i c i a l  C o m m e n t  to ACC Sect i o n 1 0 . 0 6 . 3 8 8 . A C Q U I S I T I O N  OF C O R P O R A T I O N’S 

OWN SHARES; R E I S S U A N C E  O R  RETIREMENT.

S C O P E : ACC sec. 388 s p e c i f i c s the treatment to be given r e d e e m e d  or

r e p u r c h a s e d  shares. T h e y  revert to the status of a ut h o r i z e d  but u n i s s u e d  

shares u n l e s s  the a r t ic l e s  of i n c o r po r a t i o n  p r o h i b i t reissuance. If 

r e i s s u a n c e  is p r o h ibited, the arti c l e s t a t i n g  the n u m b e r  of a u t ho r i z e d  

sh a r e s  m us t  be amen d e d  to reflect the lowered number. Suc h  an am e ndment 

of the a r t i c l e s  m ust be filed w i t h  the c o m m i s si o n e r .  S h a r e h o l d e r  

ap p r o v a l  of the r e q u i r e d  a m e ndment is not necessary.

W hile sec. 388 a b o l i s h e d  the anti q u a t e d  a c c o u n t i n g  conce p t  of "tr e as u r y  

shares", n o t h i n g  in this secti o n  is intended to p r e j u d i c e  the present or 

c o n t i n g e n t  co n t r a c t  rights w h i c h pre-A C C  c o r p o r a t i o n s  m a y  have crea t e d  in 

r e a c q u i r e d  shares d e s c r i b e d  as "tr e a s u r y  s h ares."

C H A N G E  IN F O R M E R  A L A S K A  L A W : ACC sec. 388 is taken from G C L  S e c t i o n  510.

It c o n t i n u e s  p r io r  A l a s k a  .law (former AS 10.05.312-345) in r e q u i r i n g a 

fi l i n g  w i t h  the c o m m i s s i o n e r  of an a m e ndment to the articles. It departs 

from and s i m p l i f i e s  prior law by the e l i m i n a t i o n  of the concept of 

" t r e a s u r y  s h a r e s . "



(At p a g e  123 of the H o u s e  and S e n a t e  J oi n t  J o u r n a l  S u p p l e m e n t  for A p r i l  

8, 1983, the O f f i c i a l  C o m m e n t  to S e c t i o n  455 s h o u l d  b e  a m e n d e d  to read):

O f f i c i a l  C o m m e n t  to ACC S e c t i o n  1 0 . 0 6 . 4 5 5 . C L A S S I F I C A T I O N  O F  DIRE C T O R S .

SCOPE: Sec. 455 p r o v i d e s  for o p t i o n a l  c l a s s i f i c a t i o n  of a board

c o n s i s t i n g  of a m i n i m u m  m e m b e r s h i p  w h i l e  taking steps to p r e c l u d e  the 

a d o p t i o n  of such a s c h e m e  for a c o r p o r a t i o n  w h i c h  has no t  e l im i n a t e d  

c u m u l a t i v e  v o t i n g  f r o m  a d o p t i n g  s uch a c l a s s i f i c a t i o n  s c h e m e  by a m endment 

if s h a r e s  s u f f i c i e n t  to elect one d i r e c t o r  u n d e r  c u m u l a t i v e  v o t i n g  oppose 

s u c h  a m endment. Sec. 455 r e p laces fo r m e r  AS 10.05.186.

C H A N G E  IN F O R M E R  A L A S K A  L A W : Sec. 455(a) is an e n a c t m e n t  of M o d e l  Act

S e c t i o n  37 and w o r k s  an imp o r t a n t  cha n g e  f r o m  f o r m e r  AS 10.05.186 

r e s p e c t i n g  the e l e c t i o n  to c l a s s i f y  the board. U n d e r  p r i o r  A l a s k a  law 

this d e c i s i o n  c o u l d  be t aken by a b y l a w  adop t e d  by the b oard w i t h o u t  

s h a r e h o l d e r  p a r t i c i p a t i o n .  Th e  d a n g e r  to m i n o r i t y  s hare r e p r e s e n t a t i o n  

in s u c h  c i r c u m s t a n c e s  led to s u b s e c t i o n  (a)'s r e q u i r e m e n t  that the 

e l e c t i o n  be ta k e n  in the ar ticles, w h i c h  i n s u r e s s h a r e h o l d e r  

p a r t i c ip a t i o n .

S u b s e c t i o n  (b) is new. C o n t i n u i n g  the c o n c e r n  for m i n o r i t y  share 

r e p r e s e n t a t i o n  on the b oard of a c o r p o r a t i o n  w h i c h  has not e l i m i na t e d  

c u m u l a t i v e  voting, sec. 455(b) p r e c l u d e s  a m e n dm e n t  of the a r t ic l e s  to 

c l a s s i f y  the b oard if the n u m b e r  of shares v o t i n g  "no" on the a m endment 

or r e f u s i n g  to c o n s e n t  in w r i t i n g  w o u l d  be s u f f ic i e n t  to elect one 

d i r e c t o r  if v o t e d  c u m u l a t i v e l y  at an e l e c t i o n  of the en t i r e  board.

S u b s e c t i o n  (c) is new. It perm it s  board c l a s s i f i c a t i o n  pu r s u a n t  to the 

terms of a p r o v i s i o n  <pn the by l a w s r a th e r  than the a rt i c l e s  of 

in c o r p o r at i o n .  In o r d e r  to c l as s i f y  a board u n d e r  sec. 455(c) it is

n e c e s s a r y  that the b y l a w  have been a d o p t e d  p r i o r  to M a r c h  24, 1982 with

or w i t h o u t  s h a r e h o l d e r  p a r t i c i p a t i o n ,  and that it c on t a i n s  n o t h i n g  which, 

w e r e  it a p r o v i s i o n  in the a r t icles of in c o r p or a t i o n ,  w ould offend sec. 

455(a). Thus, all of the r e s tr i c t i o n s  on the m i n i m u m  size of the board,

the m i n i m u m  n u m b e r  o f classes, and the terms of the d i r e c t o r  of f i c e  set

forth in sec. 455(a) limit the terms of any b y l a w  w h i c h  w o u l d  b e 

e f f e c t i v e  un d e r  sec. 4 5 5 ( c ) .
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Feburary 7, 1984

Representative Walt Furnace 

Alaska State Legislature 

Pouch V

Juneau, Alaska 99811

Dear Representative Furnace:

You had asked Arthur Snowden to provide comments about the

anticipated impact on the courts of HB 343, revising the Alaska

Corporations Code.

Carole Baekey, Judicial Education Coordinator for the court 

system, has extensive background in corporate litigation. Ms.
Baekey reviewed the proposed bill in detail; her comments are 

attached. Based upon her comments, the court system concludes
that the superior court, will not be substantially burdened by 

passage of this bill.

Thank you for the opportunity to submit comments. If you 

have any questions or concerns, please let me know.

Since rely,

Karla L . F orsythe 

General Counsel

KLF : smh

cc: Arthur H. Snowden, II 

Carole Baekey 
Judge Stewart



Memorandum Alaska Court System

TO:  r~
K a r l a  F o r s y t h e  

G e n e r a l  C o u n s e l

F e b r u a r y  1 ,  1 9 8 4

H o u s e  B i l l  N o .  3 4 3 ,  

R e v i s i o n s  o f  t h e  

A l a s k a  C o r p o r a t i o n  

C o d e

Y o u  r e q u e s t e d  t h a t  I r e v i e w  H o u s e  B i l l  N o .  3 4 3  a n d  i t s  

c o m m e n t a r y ,  w i t h  a v i e w  t o  a n y  i n c r e a s e d  b u r d e n  o n  t h a  c o u r t  

s y s t e m .

G e n e r a l l y ,  H o u s e  B i l l  N o .  3 4 3  s t r i v e s  f o r  g r e a t e r  c l a r i t y  

a n d  f l e x i b i l i t y  w i t h  r e s p e c t  t o  c o r p o r a t e  o r g a n i z a t i o n  a n d  

o p e r a t i o n .  T h e  b i l l  c o n t a i n s  s e v e r a l  n e w  l e g a l  c o n c e p t s  w h i c h  

c o u l d  g i v e  r i s e  t o  i n t e r p r e t a t i o n  i n  s u p e r i o r  c o u r t .  H i s t o r i ­

c a l l y ,  w h e n  a s t a t u t e  c o n t a i n i n g  n e w  s t a n d a r d s  o r  l e g a l  c o n ­

c e p t s  i s  d e v e l o p e d ,  c a s e s  a r e  b r o u g h t  t o  i n t e r p r e t  t h e  

s t a t u t e .  I h a v e  b r i e f l y  o u t l i n e d  t h e  p r o v i s i o n s  o f  t h e  

p r o p o s e d  A l a s k a  C o r p o r a t i o n  C o d e  w h i c h  c o u l d  c o n c e i v a b l y  a l t e r  

t h e  c o u r t ' s  b u r d e n .  O n l y  i s s u e s  w h i c h  m i g h t  a f f e c t  c o u r t  

c a s e l o a d s  h a v e  b e e n  a d d r e s s e d .  F r o m  t h i s  o v e r v i e w ,  i t  d o e s  

n o t  a p p e a r  t h a t  t h e  s u p e r i o r  c o u r t  w o u l d  b e  s u b s t a n t i a l l y  

b u r d e n e d  b y  e n a c t m e n t  o f  t h e  p r o p o s e d  A l a s k a  C o r p o r a t i o n  

C o d e .

T h e  p r o p o s e d  p r o v i s i o n s  w h i c h  h a v e  t h e  p o t e n t i a l  t o  

a f f e c t  c a u s e s  o f  a c t i o n  f i l e '  i n  s u p e r i o r  c o u r t  a r e  h i g h ­

l i g h t e d  b e l o w :

1 .  P r o p o s e d  A . S .  1 0 . 0 6 . 3 5 8 - 3 6 5 ,  i n c l u s i v e :

T h e s e  p r o p o s e d  s e c t i o n s  a d d r e s s  a c o r p o r a t i o n ' s  

d i s t r i b u t i o n  o f  c o r p o r a t e  a s s e t s ,  u s u a l l y  i n  t h e  f o r m  o f  

d i v i d e n d s ,  a n d  i m p o s i t i o n  o f  r e s t r i c t i o n s  t o  p r e v e n t  t h e  

d i s s i p a t i o n  o f  c o r p o r a t e  a s s e t s  b y  a n  i n s o l v e n t  c o r p o r a t i o n .  

T h e  s p e c i f i c  p r o b l e m  a d d r e s s e d  i s  t h e  d i s t r i b u t i o n  o f  

d i v i d e n d s  b y  a c o r p o r a t i o n  t o  s h a r e h o l d e r s ,  a f t e r  w h i c h  t h e  

c o r p o r a t i o n  i s  u n a b l e  t o  m e e t  i t s  o b l i g a t i o n s  t o  c r e d i t o r s  o r  

t o  m e e t  i t s  c o n t r a c t u a l  p r e f e r e n c e s  t o  h o l d e r s  c f  s e n i o r  s h a r e  

o f  s t o c k .

E x i s t i n g  A . S .  1 0  . 0 5 . 2 0 1  i m p o s e s  =».n " e q u i t a b l e  i n s o l v e n c y  

t e s t "  u p o n  d i s t r i b u t i o n  o f  d i v i d e n d s .  T h i s  t e s t  i s  t h e  

" i n a b i l i t y  o f  t h e  c o r p o r a t i o n  t o  p a y  i t s  d e b t s  a s  t h e y  b e c o m e  

d u e  i n  t h e  r e g u l a r  c o u r s e  o f  b u s i n e s s . "  T h i s  t e s t  i s  a l s o  

i m p o s e d  U D o n  e x i s t i n g  A . S .  ±i) . 0 5 . 3 0 9  s e t t i n g  f o r t h  t h e  

r e s t r i c t i o n s  o n  t h e  r e d e m p t i o n  o r  p u r c h a s e  o f  r e d e e m  a b l e  

s h a r e s ,  ( I t  s h o u l d  b e  n o t e d  t h a t  p a g e  7 6  o f  t h e  M a r c h ,  1 9 8 3  

c o m m e n t a r y  o f  t h e  A l a s k a  C o d e  R e v i e w  C o m m i s s i o n  r e f e r s  t o  t h i s  

A dm. F-l
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f r o m A *  C a r o l e  A .  B a e k e y  su bj ect :
J u d i c i a l  E d u c a t i o n  C o o r d i n a t o r



r e s t r i c t i o n  i n  A . S .  1 0 . 0 5 . 0 1 2 ,  w h i c h  s e c t i o n  d o e s  n o t  e x i s t  i n  

t h e  p r e s e n t  c o r p o r a t i o n  c o d e .  P e r h a p s  t h i s  is a t y p o g r a p h i c a l  

t r a n s p o s i t i o n  r e f e r r i n g  t o  e i t h e r  e x i s t i n g  A . S .  1 0 . 9 5 . 2 0 1  o r  

A . S .  1 0 . 0 5 . 2 1 0 . )

E x i s t i n g  A . S .  1 0 . 0 5 . 3 6 9  i m p o s e s  a s e c o n d  a c c o u n t i n g  

m e t h o d ,  " u s e  o f  c a p i t a l  s u r p l u s  t o  r e d u c e  l o s s e s , "  u p o n  

d i s t r i b u t i o n  o f  d i v i d e n d s .  A s  t h e  c o m m e n t a r y  n o t e s ,  e x i s t i n g  

A . S .  1 0 . 0 5 . 3 6 9  p e r m i t s  t h e  b o a r d  o f  d i r e c t o r s  t o  e l i m i n a t e  a n  

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

s u r p l u s .  A n y  s u b s e q u e n t  n e t  p r o f i t s  c o u l d  t h e n  b e  c h a r g e d  

a g a i n s t  s t a t e d  c a p i t a l  o r  c a p i t a l  s u r p l u s  a n d  d i s t r i b u t e d  a s  

e a r n e d  s u r p l u s  n o t w i t h s t a n d i n g  t h e  f o r m e r  d ° f ' c i t .  T h e  d a n g e r  

h e r e  i s  t h a t  d i v i d e n d s  t o  c o m m o n  o r  j u n i o r  si a r e h o l d e r s  m i g h t  

b e  d i s t r i b u t e d  b y  a c o r p o r a t i o n  s o  a s  t o  p r e j i d i c e  t h e  a b i l i t y  

o f  t h e  c o r p o r a t i o n  t o  m e e t  i t s  d e b t s  o r  d i v i  l e n d  o b l i g a t i o n s  

t o  s e n i o r  s h a r e h o l d e r s  i n  s u b s e q u e n t  a c c o u n t i n g  p e r i o d s .

E a c h  o f  t h e  e q u i t a b l e  i n s o l v e n c y  t e s t s  a n u  t h e  u s e  o f  

c a p i t a l  s u r p l u s  t o  r e d u c e  l o s s e s  i s  r e f l e c t e d  i n  e x i s t i n g  

A . S .  1 0 . 0 5  . 2 0 4  - p a y m e n t  o f  d i v i d e n d s ,  A . S .  1 0 . 0 5 . 2 0 7  - 

d i s t r i b u t i o n  i n  p a r t i a l  l i q u i d a t i o n  a n d  A . S .  1 0 . 0 5 . 2 1 0  - 

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

T h e  c o m m e n t a r y  c o v e r s  t h e s e  i s s u e s  i n  d e p t h  a n d  t h i s  

b r i e f  s k e t c h  i s  t o  f r a m e  t h e  m a j o r  c h a n g e  i n  a c c o u n t i n g  

m e t h o d s  i n  t h e  p r o p o s e d  l a w .  A s s u m i n g  a c o r p o r a t i o n  is 

e q u i t a b l y  s o l v e n t  as  d e f i n e d  i n  p r o p o s e d  A . S .  1 0 . 0 6 . 3 6 0 ,  

p r o p o s e d  A . S .  1 0 . 0 6 . 3 5 8  p e r m i t s  l i c i t  d i s t r i b u t i o n  o f  

d i v i d e n d s  i f :  ( i )  t h e  d i s t r i b u t i o n  i s  m a d e  t o  t h e  e x t e n t  o f

r e t a i n e d  e a r n i n g s ,  o r _ ( i i )  t h e  d i s t r i b u t i o n  i s  i n  s a t i s f a c t i o n  

o 7  ( T )  T h e  " r a t i o / a s s e t s  s u r p l u s  t e s t "  w h i c h  r e q u i r e s  t h a t  t h e  

a s s e t s  o f  t h e  c o r p o r a t i o n  a r e  e q u a l  t o  o n e  a n d  o n e - f o u r t h  o f  

i t s  c u r r e n t  l i a b i l i t i e s  a n d  ( b )  c u r r e n t  l i q u i d i t y  r e q u i r e m e n t s  

a r e  m e t .  U n l i k e  t h e  e x i s t i n g  l a w ,  t h e r e  a r e  n o  e x c e p t i o n s  t o  

t h e  s t a t e d  r e q u i r e m e n t s .

P r o p o s e d  A . S .  1 0 . 0 6 . 3 6 0  w o u l d  g i v e  l i m i t e d  p r o t e c t i o n  t o  

p r e f e r e n c e s  o f  s e n i o r  s h a r e s  b y  f o r b i d d i n g  a n y  c o r p o r a t e  d i s ­

t r i b u t i o n  w h i c h  w o u l d  r a i d  c o r p o r a t e  a s s e t s .  P r o p o s e d  

A . S .  1 0 . 0 6 . 3 6 5  r e s t r i c t s  t h e  b o a r d 1 s a u t h o r i t y  u n d e r  p r o p o s e d  

A . S .  1 0 . 0 6 . 3 5 8  t o  m a k e  a d i s t r i b u t i o n  o n  j u n i o r  s h a r e s  u n l e s s  

c e r t a i n  r e q u i r e m e n t s  a r e  m e t ;  t h e  g o a l  is t o  i m p o s e

r e s t r i c t i o n s  d e s i g n e d  t o  p r o t e c t  s h a r e s  w i t h  a d i v i d e n d  

p r e f e r e n c e .

I n  s h o r t ,  p r o p o s e d  A . S .  1 0 . 0 6 . 3 5 8 - 3 6 5 ,  i n c l u s i v e ,  is  a 

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

s t a n d a r d s  f o r  d i s t r i b u t i o n  o f  a s s e t s ,  n a m e l y  d i v i d e n d s .  If  

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

b e  b r o u g h t  t o  t e s t  t h e  l a w .  T h a t  i s  t h e  f u n c t i o n  o f  t h e  

c o u r t .  H o w e v e r ,  i t  s h o u l d  b e  n o t e d  t h a t  p r o p o s e d

A . S .  1 0 . 0 6 . 3 5 8 - 3 6 5 ,  i n c l u s i v e ,  i s  a n  a t t e m p t  t o  p r o t e c t  

s h a r e h o l d e r s  b y  s i m p l i f y i n g  a c c o u n t i n g  p r o c e d u r e s  a n d  g e t t i n g  

r i d  o f  n u m e r o t  s e x c e p t i o n s  e n a b l i n g  c o r p o r a t i o n s  t o  d i s s i p a t e  

a s s e t s .  T h i s  s i m p l i f i c a t i o n  c o u l d  c o n c e i v a b l y  r e d u c e  c o m p l e x  

c o r p o r a t e  l i t i g a t i o n .
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T h e  o n l y  a p p a r e n t  l a c k  o f  c l a r i t y  I p e r c e i v e  i s  i n  

p r o p o s e d  A . S .  1 0 . 0 6 . 3 6 3  w h i c h  d o e s  n o t  p r o t e c t  l i q u i d a t i o n  

p r e f e r e n c e s  w h e n  a d i s t r i b u t i o n  i s  m a d e  t o  e i t h e r  s h a r e s  o f  

t h e  s a m e  c l a s s  o r  s e r i e s  o r  t o  a c l a s s  w i t h  s u p e r i o r  

p r e f e r e n c e s  u p o n  l i q u d a t i o n .  I n e q u i t i e s  c o u l d  e a s i l y  b e  

r e m e d i e d  b y  p r o p e r  c o r p o r a t e  p l a n n i n g  d o n e  b y  c o u n s e l .  In  a n y  

e v e n t ,  t h i s  p r o v i s i o n  i s  n o t  l i k e l y  t o  r e s u l t  i n  a f l o o d  o f  

1 i t i g a t  i o n .

2 . P r o p o s e d  A . S .  1 0 . 0 6 .  3 7 8 .

T h i s  p r o p o s e d  s e c t i o n  a d d r e s s e s  s h a r e h o l d e r s  w h o  r e c e i v e  

a n y  d i s t r i b u t i o n  o f  c o r p o r a t e  a s s e t s  w i t h  k n o w l e d g e  o f  f a c t s  

i n d i c a t i n g  t h e  i m p r o p r i e t y  o f  t h e  d i s t r i b u t i o n .  T h e

c o m m e n t a r y  n o t e s  a s h a r e h o l d e r  w o u l d  b e  l i a b l e  " i f  a r e a s o n ­

a b l e  p e r s o n  i n  l i k e  c i r c u m s t a n c e s  e x h i b i t i n g  r e a s o n a b l e  e f f o r t  

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

d i s t r i b u t i o n . "  A n y  s u i t  w o u l d  b e  b r o u g h t  i n  t h e  n a m e  o f  t h e  

c o r p o r a t i o n  a n d  a s h a r e h o l d e r ' s  l i a b i l i t y  u n d e r  t h i s  s e c t i o n  

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

w i t h  i n t e r e s t  a t  t h e  l e g a l  r a t e  o n  j u d g m e n t s  u n t i l  p a i d .

T h i s  p r o p o s e d  s e c t i o n ,  n e w  t o  A l a s k a  l a w  a n d  a n e w  c a u s e  

o f  a c t i o n ,  i s  a n  e x t e n s i o n  o f  l i a b i l i t y  i n  e x i s t i n g  

A . S .  1 0 . 0 6 . 2 2 5 ( a ) .  P r e s e n t  l a w  p r o v i d e s  t h a t  a d i r e c t o r

a g a i n s t  w h o m  a c l a i m  is  a s s e r t e d  f o r  t h e  p a y m e n t  o f

d i s t r i b u t i o n  o f  a s s e t s  is e n t i t l e d  t o  c o n t r i b u t i o n  f r o m

s h a r e h o l d e r s  w h o  k n o w i n g  a p a y m e n t  t o  b e  i l l i c i t  t o o k  i t .

E x i s t i n g  A . S .  1 0 . 0 5 . 2 2 5 ( a )  i s  i n  t h e  p r o p o s e d  c o d e  as 

A . S .  1 0 . 0 6 . 4 8 0 ( b ) .

3 . P r o p o s e d  A . S .  1 0 . 0 6 . 4 0 5 .

T h i s  p r o p o s e d  s e c t i o n  w o u l d  r e q u i r e  t h a t  s h a r e h o l d e r s  o f  

a c o r p o r a t i o n  m e e t  a n n u a l l y .  I f  m a n a g e m e n t  d e f a u l t s  i n  t h e

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

A . S .  1 0 . 0 6 . 4 0 5 ( b ) ,  o n  t h e  a p p l i c a t i o n  o f  a s h a r e h o l d e r ,  t h e  

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

T h i s  is  a n e w  r e m e d y  f o r  a n  a g g r i e v e d  s h a r e h o l d e r ,  g i v i n g  

r i s e  t o  a n e w  s t a t u t o r y  c a u s e  o f  a c t i o n  i n  s u p e r i o r  c o u r t .

4 . P r o p o s e d  A . S .  1 0 . 0 6 . 4 2 5 .

T h i s  p r o p o s e d  s e c t i o n  w h i c h  w o u l d  e x p l i c i t l y  p e r m i t  t h e  

f o r m a t i o n  o f  v o t i n g  t r u s t s  a n d  a g r e e m e n t s  a m o n g  s . i a r e h o l  d e r s  

h a s  i t s  g e n e s i s  i n  e x i s t i n g  A . S .  1 0 . 0 5 . 1 7 1 .  A s  t h e  c o m m e n t a r y  

n o t e s ,  A . 5 .  1 0 . 0 6 . 4 2 5 ( b ) ,  b y  n o t  b p f n g  m o r e  s p e c i f ' c ,  l e a v e s  

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

a g r e e m e n t s  b e t w e e n  o r  a m o n g  s h a r e h o l d e r s  w h i c h  f a l l  s h u - t  o f  a 

v o t i n g  t r u s t .



C l e a r l y ,  u n d e r  t h i s  p r o p o s e d  s e c t i o n  c o u r t s  c o u l d  b e  

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

c o n s t i t u t e s  a v a l i d  a g r e e m e n t  o f  s h a r e h o l d e r s .  I r r e s p e c t i v e

o f  t h e  p r o p o s e d  c h a n g e s ,  t h i s  i s s u e  h i s t o r i c a l l y  h a s  b e e n  a n d  

w o u l d  r e m a i n  a p r o p e r  c a u s e  f o r  d e t e r m i  " -oti o n  i n  s u p e r i o r  

c o u r t .  T h e r e f o r e ,  n o  m e a s u r a b l e  c h a n g e  < o u l d  s e e m  t o  h e  

w r o u g h t .

5 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 0 .

T h i s  p r o p o s e d  s e c t i o n  h a s  i t s  o r i g i n s  in e x i s t i n g  

A . S .  1 0 . 0 5 . 2 3 7 - 2 4 9 ,  i n c l u s i v e ,  a d d r e s s i n g  i n s p e c t i o n  o f  b o o k s  

a n d  r e c o r d s .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 0  s t r e n g t h e n s  t h e  p e n a l ­

t i e s  f o r  r e s t r i c t i n g  a n d  r e f u s i n g  i n s p e c t i o n ,  b u t  c r e a t e s  n o  

n e w  c a n s e  o f  a c t i o n .

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

o r  r e f u s i n g  i n s p e c t i o n  o f  b o o k s  a n d  r e c o r d s ,  t h i s  i s s u e  i s

p r e s e n t l y  w i t h i n  t h e  d o m a i n  o f  t h e  s u p e r i o r  cc r t .  T h e r e f o r e ,  

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

p e n a l t i e s .

6 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 3 .

T h i s  p r o p o s e d  s e c t i o n  w o u l d  e s t a b l i s h  a c o r p o r a t i o n ' s  

o b l i g a t i o n  t o  p r e p a r e  a n d  s e n d  a n  a n n u a l  r e p o r t  t o  s h a r e ­

h o l d e r s .  N o  s i m i l a r  r e q u i r e m e n t  e x i s t s  i n  t h e  p r e s e n t  l a w  

T h e r e f o r e ,  t h i s  p r o p o s e d  s e c t i o n  w o u l d  c r e a t e  a n e w  o b l i g a t i o n  

o f  d o m e s t i c  a n d  f o r e i g n  c o r p o r a t i o n s  t o  s h a r e h o l d e r s .  T h i s  

o b l i g a t i o n  w o u l d  b e  e n f o r c e a b l e  b y  s u p e r i o r  c o u r t s .

W h i l e  t h i s  s e c t i o n  g i v e s  r i s e  t o  a n e w  c o r p o r a t e  

o b l i g a t i o n  a n d  t h u s  a n e w  c a u s e  o f  a c t i o n ,  it is  i n c o n c e i v a b l e  

t h a t  t h i s  w o u l d  c r e a t e  a f l o o d  o f  l i t i g a t i o n .

7 . P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 5 .

T h i s  p r o p o s e d  s e c t i o n  w o u l d  b e  A l a s k a ' s  f i r s t  s t a t u t o r y  

a t t e m p t  t o  r e g u l a t e  s h a r e h o l d e r s '  d e r i v a t i v e  a c t i o n s .  

P r e s e n t l y ,  s h a r e h o l d e r s '  d e r i v a t i v e  a c t i o n s  a r e  r e g u l a t e d  b y  

t h e  S u p r e m e  C o u r t ' s  a d o p t i o n  o f  R u l e  2 3 . 1  o f  t h e  F e d e r a l  R u l e s  

o f  C i v i l  P r o c e d u r e .

S i n c e  t h i s  c a u s e  o *  a c t . o n  a l r e a d y  e x i s t s  i n  f a c t ,  t h e  

p r o p o s e d  s t a t u t e  s h o u l d  c r e a t e  n o  m a j o r  c h a n g e s .

8 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 6 0 .

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

s h a r e h o l d e r s  o f  a c o r p o r a t i o n ,  o f  a d i r e c t o r  w i t h o u t  c a u s e .  

T h i s  w o u l d  b e  a n e w  p r o v i s i o n  s i n c e  e x i s t i n g  

A . S .  1 0 . 0 5 . 1 7 7 - 1 9 2 ,  i n c l u s i v e ,  p r o v i d e s  o n l y  f o r  r e m o v a l  o f  

d i r e c t o r s  a t  t h e  t i m e  o f  t h e  a n n u a l  m e e t i n g .  T h e  p r o p o s e d  

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

c h o o s i n g  a n d  t e r m i n a t i n g  d i r e c t o r s  a n d  s e t s  o u t  r e s t r i c t i o n s  

o n  t h i s  r i g h t  o f  s h a r e h o l d e r s .
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T h i s  p r o p o s e d  s e c t i o n  w o u l d  s e e m  t o  c r e a t e  n o  n e w  c a u s e s  

o f  a c t i o n ,  s a v e  t h e  v a l i d i t y  o f  a n  e l e c t i o n ,  w h i c h ,  i f  

c h a l l e n g e d ,  w o u l d  c o m e  u n d e r  t h e  c o u r t ' s  s c r u t i n y .  A  d e l u g e  

o f  c a s e s  i s  u n l i k e l y .

9 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 6 3 .

I f  t h e r e  w o u l d  b e  i n s u f f i c i e n t  v o t e s  t o  r e m o v e  a 

d i r e c t o r  u n d e r  p r o p o s e d  A . S .  1 0 . 0 6 . 4 6 0 ,  p r o p o s e d  

A . S .  1 0 . 0 6 . 4 6 3  p r o v i d e s  f o r  j u d i c i a l  r e m o v a l  o f  a d i r e c t o r  f o r  

s p e c i f i c  t y p e s  o f  a c t s .  T h e  c o r p o r a t i o n  c o u l d  b e  m a d e  a p a r t y  

t o  t h e  a c t i o n .

T h i s  s e c t i o n  c r e a t e s  a n e w  c a u s e  o f  a c t i o n .  G e n e r a l l y ,  

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

w i t h  r e c o u r s e  t o  t h e  c o u r t  o n l y  i n  e x t r e m e  c a s e s .  A  d e l u g e  o f  

s u c h  c a s e s  i s  u n l i k e l y .

1 0 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 8 8 .

T h i s  p r o p o s e d  s e c t i o n  w o u l d  p r o v i d e  f o r  s e c o n d a r y  

l i a b i l i t y  o f  d i r e c t o r s  a n d  o f f i c e r s  p e r s o n a l l y ,  t h e  c o s t  o f  

d o i n g  b u s i n e s s ,  i f  t h e  a s s e t s  o f  t h e  c o r p o r a t i o n  s h o u l d  

p r o v i d e  i n s u f f i c i e n t .  T h i s  i s  a n  a t t e m p t  t o  g e t  a t  t h i n l y  

c a p i t a l i z e d  o r  m i s m a n a g e d  c o r p o r a t i o n s .  T h e  t o t a l  s e c o n d a r y  

l i a b i l i t y  o f  a n  o f f i c e r  o r  d i r e c t o r  c o u l d  n o t  e x c e e d  $ 2 5 , 0 0 0  

a n d  c o n t r i b u t i o n  i s  a u t h o r i z e d .  A  w r i t t e n  c o n t r a c t  c o u l d  b e  

c o m p e t e n t  t o  m o d i f y  o r  e l i m i n a t e  l i a b i l t y .

T h i s  s e c t i o n  i s  w i t h o u t  p r e c e d e n t  i n  A l a s k a  a n d  i s  an  

a t t e m p t  t o  p i e r c e  t h e  c o r p o r a t e  v e i l  a n d  a d d r e s s  u l t r a  v i r e s  

a c t s  o f  d i r e c t o r s  a n d  o f f i c e r s .  S e t t l i n g  d i s p u t e d  c l a i m s  is  

a n  o b l i g a t i o n  o f  t h e  c o u r t  a n d  t h i s  p r o p o s e d  s e c t i o n  f a l l s  

w i t h i n  t h a t  o b l i g a t i o n .  T h i s  s p e c i f i c  c a u s e  o f  a c t i o n  c o u l d  

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

c l a i m s .  W h e t h e r  t h i s  w o u l d  i n c r e a s e  c a s e s  i s  n o t  c l e a r  

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

o r  o t h e r w i s e  j o i n e d  a s  d e f e n d a n t s .

1 1 .  Di s s o l u t i o n  o f  C o r p o r a t i o n  .

P r o p o s e d  A . S .  1 0 . 0 5 . 4 6 5 - 1 0 . 0 5 . 5 9 4 ,  i r c l u s i v e ,  ac J r e s s e s  

t h e  d i s s o l u t i o n  a n d  w i n d i n g  u p  o f  a f f a i r s  o f  a c o r p o r a t i o n .  

D i s s o l u t i o n  i s  n o t e d  h e r e i n  b e c a u s e  i t  is a m a j o r  a r e a  o f  

c o u r t  i n t e r v e n t i o n .  S i n c e  t h i s  is u s u a l l y  a c o n t e n t i o u s  a r e a  

a m o n g  c o r p o r a t e  m a n a g e m e n t ,  s h a r e h o l d e r s  a n d  c r e d i t o r s ,  c o u r t s  

h a v e  a l o n g  h i s t o r y  o f  i n t e r v e n i n g  i n  t h e  a f f a i r s  o f  a 

d i s s o l v i n g  c o r p o r a t i o n .  P r o p o s e d  A . S .  1 0 . 0 5 . 6 0 5 - 6 7 5 ,

i n c l u s i v e ,  a u p e a r s  t o  c r e a t e  n o  s u b s t a n t i a l  n e w  d u t i e s  f o r  t h e  

c o u r t .

1 2 .  P r o p o s e d  A . S .  1 0 . 0 6 . 8 1 8 .

T h i s  p r o p o s e d  s e c t i o n  h a s  i t s  o r i g i n s  i n  e x i s t i n g  

A . S .  1 0 . 0 5 . 7 7 7  w h i c h  p e r m i t s  i n t e r r o g a t o r i e s  b y  t h e  c o m m i s ­

s i o n e r  i f  i n t e r r o g a t o r i e s  a r e  n e c e s s a r y  t o  a s c e r t a i n  w h e t h e r  a 

c o r p o r a t i o n  h a s  c o m p l i e d  w i t h  t h e  s t a t e ' s  c o r p o r a t i o n  c o d e .



P r o p o s e d  A . S .  1 0 . 0 6 . 8 1 8 ( d ) ,  u n l i k e  e x i s t i n g  l a w ,  p r o v i d e s  t h a t  

a p e t i t i o n  f r o m  t h e  c o r p o r a t i o n  t o  e x t e n d  t h e  d a t e  f o r  a n s w e r ,  

t o  m o d i f y  o r  s e t  a s i d e  t h e  i n t e r r o g a t o r i e s  m a y  b e  f i l e d  b y  t h e  

c o r p o r a t i o n  w i t h  t h e  c o m m i s s i o n e r .

P r o p o s e d  A . S .  1 0 . 0 6 . 8 1 8 ( d )  g i v e s  a c o r p o r a t i o n  an 

u n p r e c e d e n t e d  r e c o u r s e  t o  s u p e r i o r  c o u r t .  T h e  u s e  o f  t h i s  

t o o l  i n  s u p e r i o r  c o u r t  w o u l d  l a r g e l y  d e p e n d  o n  t h e  e x t e n t  t o  

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

c o r p o r a t i o n s .  L a c k i n g  a n  a b u s e  o f  d i s c r e t i o n  i n  t n e  c o m m i s ­

s i o n e r ,  i t  i s  u n l i k e l y  t h i s  t o o l  w o u l d  c r e a t e  a d e l u g e  o f  

s u p e r i o r  c o u r t  c a s e s .

P l e a s e  s e e  m e  i f  y o u  h a v e  a n y  q u e s t i o n s .

C B : t r
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T E S T I M O N Y  OF A R C O  A L A S K A ,  INC.
J O I N T  H E A R I N G  OF H O U S E  L A B O R  
A N D  C O M M E R C E  C O M M I T T E E  A N D  
H O U S E  J U D I C I A R Y  C O M M I T T E E  

P R O P O S E D  HB 343 
"A N  A C T  R E V I S I N G  THE C O R P O R A T I O N  C O D E "

G o o d  m o r n i n g .  M y  n a m e  is B r u c e  F r e n z e l .  I a m  an  a t t o r n e y  w i t h  

A R C O  A l a s k a ,  Inc. h e r e  i n  A n c h o r a g e .  I a m  a l s o  a m e m b e r  o f  the 

C o r p o r a t i o n  C o d e  R e v i s i o n  T a s k  F o r c e  of  t h e  B u s i n e s s  L a w  C o m m i t­

tee o f  t h e  A l a s k a  B a r  A s s o c i a t i o n .  I a m  s p e a k i n g  t o d a y  o n  b e h a l f  

of A R C O  A l a s k a ,  Inc., a w h o l l y  o w n e d  s u b s i d i a r y  of  A t l a n t i c  R i c h­

fi e l d  C o m p a n y .

P r o p o s e d  H o u s e  B i l l  343 e n v i s i o n s  a c o m p l e t e l y  n e w  C o r p o r a t e  

Code. A s  n o t e d  in t h e  H o u s e  a n d  S e n a t e  J o i n t  J o u r n a l  S u p p l e m e n t ,  

No. 11, d a t e d  A p r i l  8 , 1983, m a j o r  p o r t i o n s  o f  t h i s  b i l l  "are 

w i t h o u t  p r e c e d e n t  in A l a s k a  l a w." A n y  s u c h  m a j o r  c h a n g e s  d e s e r v e  

a d e q u a t e  t i m e  f o r  p e r s o n s  a f f e c t e d  b y  t h e  b i l l  t o  r e v i e w  a n d  c o m­

ment. W e  r e c o g n i z e  t h e e  t h e  bill w a s  i n t r o d u c e d  l a s t  April, 

b u t  h a s  l a i d  d o r m a n t  u n t i l  now.

W e  e s p e c i a l l y  a p p r e c i a t e  t h e  h a r d  w o r k  b y  t h e  A l a s k a  C o d e  R e v i­

sion C o m m i t t e e  w h i c h  h a s  g o n e  i n t o  t h e  p r e p a r a t i o n  o f  t h i s  bill, 

b u t  w e  a r e  s t r o n g l y  o p p o s e d  to c e r t a i n  p o r t i o n s  o f  it, a n d  a r e  

u n c o m f o r t a b l e  w i t h  o t h e r s .

A R C O  r e s p e c t f u l l y  requv2sts t h a t  c o n s i d e r a t i o n  of t h i s  b i l l  be 

d e f e r r e d  f o r  "$0 d a y s  so  t h a t  s p e c i f i c ,  c o n s t r u c t i v e  c o m m e n t s  on 

the p r e c e d e n t - s e t t i n g  p o r t i o n s  of t h i s  b i l l  can b e  m a d e .  W i t h  

c o n s t r u c t i v e  c h a n g e s  to t h e  bill, A R C O  m a y  b e  a b l e  t o  s u p p o r t  it.

A s  c u r r e n t l v  d r a f t e d ,  o n e  s p e c i f i c  o b j e c t i o n a b l e  p r o v i s i o n  a l­

lows i n d i v i d u a l  l i a b i l i t y  for c o r p o r a t e  o f f i c e r s ,  w h i c h  d e s t r o y s  

a b a s i c  p u r p o s e  of i n c o r p o r a t i o n ,  w h i c h  is t o  l i m i t  l i a b i l i t y



f o r  c o r p o r a t e  o f f i c e r s  a n d  s h a r e h o l d e r s .  F o r  a l a r g e  c o r p o r a t i o n  

s u c h  as ours, t h e  p r o p o s e d  p r o v i s i o n  c o m b i n e d  w i t h  the l a r g e  n u m­

b e r  of c r e d i t o r s  w o u l d  a m o u n t  t o  c o m p l e t e l y  u n l i m i t e d  l i a b i l i t y  

f o r  a f e w  of  o u r  h i g h e s t - l e v e l  e m p l o y e e s .  S u c h  a p r o v i s i o n  is 

a l s o  l i k e l y  to b e  e v e n  m o r e  o n e r o u s  for s m a l l  o r  c i c s e l y - h e l d  

c o r p o r a t i o n s .

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

t o  m a k e  t h e  b i l l  a c c e p t a b l e .  U n l e s s  c o n s i d e r a t i o n  is d e f e r r e d ,  

h o w e v e r ,  w e  m u s t  o p p o s e  t h i s  b i l l  as c u r r e n t l y  d r a f t e d .
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A L A S K A  C O D E  R E V I S I O N  C O M M I S S I O N

C O M M IS S IO N ER S  
J O H N  W .  A B B O T T  • C H A i n M A N  

J A M E S  L .  B A L D W I N  - V I C E  C H A I R M A N  
P A T R I C K  M. RO DEY  
C H A R L I E  B U S S E L L  

L .  S. K U RT Z ,  JR .
J U D G E  (RET . )  T H O M A S  B. S T E W A R T  

F R E D E R I C  E. B R O W N

TO:

ALASKA STATE LE GISLATURE
P O U C H  Y - S TA T E  C A P I T O L  

J U N E A U .  A L A S K A  9981!
( 9 0 7)  465-4B70

E X E C U T I V E  S E C R E T A R Y  

B I L L Y  G.  B E R R I E R

R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

FROM:

DATE:

RE:

A t  t h e  j o i n t  h e a r i n g  of the L a b o r  a n d  C o m m e r c e  
C o m m i t t e e s  J a n u a r y  23, 1904, r e f e r e n c e  w a u  m a d e  to c e r t a i n
p r o p o s e d  a m e n d m e n t s  t h a t  w o u l d  be f o r t h c o m i n g .

It w a s  a g r e e d  t h a t  t h e  a m e n d m e n t s  w o u l d  b e  p r e p a r e d  b y  
P r o f e s s o r  D a n  F e s s l e r  a n d  w o u l d  be p r o v i d e d  t o  t h e  c o m m i t t e e s  
a f t e r  a f i n a l  r e v i e w  of the f o r m  by  the p a r t i e s  w h o  h a d  i n i t i a t e d  
t h e m — t h e  D i v i s i o n  of B a n k i n g ,  S e c u r i t i e s  a n d  C o r p o r a t i o n s ,  the 
s p o k e s p e r s o n  f o r  t h e  A l a s k a  F e d e r a t i o n  of N a t i v e s  s u b c o m m i t t e e  
a p p o i n t e d  to w o r k  o n  the bill, a n d  c o u n s e l  for A l a s k a  A i r l i n e s .

T h o s e  s t e p s  w e r e  f o l l o w e d .

T h e  a m e n d m e n t s  w e r e  p r o v i d e d  to c o m m i t t e e  s t a f f  of the 
H o u s e  a n d  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e s ,  b o t h  b e f o r e  a n d  
a f t e r  the f i n a l  review.

O n  F e b r u a r y  1st, S e n a t e  L a b o r  a n d  C o m m e r c e  a p p r o v e d  the 
a m e n d m e n t s  as s u b m i t t e d ,  t o g e t h e r  w i t h  a L e t t e r  of I n t e n t  t h a t  
two c h a n g e s  in t h e  c o m m e n t a r y  on t h e  b i l l  be a p p r o v e d  as 
s u b m i t t e d .  T h e  c o m m i t t e e  v o t e d  the b i l l  o u t  a s  C S S B  2 4 6 ( L & C ) , 
i n c o r p o r a t i n g  the a g r e e d  a m e n d m e n t s .

E x c e p t  for o n e  date, the s u b s t a n c e ,  a n d  in s o m e  
i n s t a n c e s  t h e  f o r m  of the a m e n d m e n t s  h a d  b e e n  a g r e e d  u p o n  b y  the 
c o d e  r e v i s i o n  c o m m i s s i o n  m a n y  m o n t h s  ago, w i t h  the u n d e r s t a n d i n g  
t h a t  t h e y  w o u l d  be o f f e r e d  to the l e g i s l a t i v e  c o m m i t t e e s  a t  the 
a p p r o p r i a t e  time.

T h e  p r o p o s e d  a m e n d m e n t s  a n d  p r o p o s e d  f o r m  of the L e t t e r  
of I n t e n t  a r e  a t t a c h e d ,  as p r e v i o u s l y  p r o v i d e d  o n  F e b r u a r y  3.

A l s o  a t t a c h e d  a r e  a few w o r d s  of e x p l a n a t i o n  k e y e d  to 
t he p a g e  a n d  l i n e  of e a c h  p r o p o s e d  a m e n d m e n t .

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
A l a s k a  C o d e  R e v i s i o n  Cornmissi.o.

F e b r u a r y  8 , 1 9 8 4

A m e n d m e n t s  to H B  3 4 3 / S B  246 o n  
for p r o f i t  c o r p o r a t i o n s

D R : c h w



EX P L A N A T I O N  OF P R O P O S E D  A M E N DMENT S T£> H £  343

P a g e  1 2 , l i n e s  27- 2 0 :

S e c t i o n  5(b) a t  p a g e  160 of the b i l l  r e q u i r e s  e x i s t i n g  
c o o r p o r a t i o n s  to r e s t a t e  t h e i r  a r t i c l e s  of i n c o r p o r a t i o n  w i t h i n  
f i v e  y e a r s  a f t e r  t h e  e f f e c t i v e  d a t e  of t h e  n e w  code. It w a s  
p o i n t e d  o u t  t h a t  in s o m e  i n s t a n c e s  a c o r p o r a t i o n  c a n n o t  p r o v i d e  
t h e  n a m e  a n d  a d d r e s s  of its i n i t i a l  r e g i s t e r e d  a g e n t  b e c a u s e  the 
i n f o r m a t i o n  h a s  b e e n  l o s t .  T h i s  a m e n d m e n t  w o u l d  t a k e  c a r e  of the 
p r o b l e m .

A  r e l a t i v e l y  r e c e n t  d a t e  in the s e c t i o n  is n e e d e d ,  b u t  
t h e  s p e c i f i c  d a t e  c h o s e n  is n o t  of i m p o r t a n c e .  T h e  d a t e  of f i r s t  
i n t r o d u c t i o n  of t h e  A l a s k a  C o r p o r a t i o n s  C o d e  as a b i l l  in the 
l e g i s l a t u r e  is a d a t e  u s e d  e l s e w h e r e  in t h e  b i ll. U s i n g  it h e r e  
is s i m p l y  to a v o i d  u s i n g  m a n y  d i f f e r e n t  d a t e s  in t h e  bill.

£ag& I Z j. l i a s .  2£Ll
T h e  a m e n d m e n t  is s u b s u m e d  in t h e  a b o v e  a m e n d m e n t .

Paao. l i a s  5jl

T h i s  c o r r e c t s  an e r r o n e o u s  c r o s s  r e f e r e n c e .  T h e r e  is 
no  s e c t i o n  1 0 . 0 6 . 8 7 3  in t h e  bill.

P.a.g.e. 5 H *  JLoIlcttina JLjuxa 2JLl

T h e  b i l l  p r o v i d e s  t h a t  s t a g g e r e d  t e r m s  of d i r e c t o r s  a r e  
i n v a l i d  u n l e s s  p r o v i d e d  for in t h e  a r t i c l e s  of i n c o r p o r a t i o n .  
T h e  e f f e c t  of t h e  c h a n g e  is t h a t  a p r o v i s i o n  in a c o r p o r a t i o n ' s  
b y l a w s  p r o v i d i n g  for c e r t a i n  s t a g g e r e d  t e r m s  of its d i r e c t o r s  
w o u l d  be v a l i d  i f  t h e  p r o v i s i o n  w a s  in t h e  b y l a w s  b e f o r e  a r e c e n t  
d a t e — t h e  d a t e  o f  f i r s t  i n i r o d u c t i o n  of t h e  A l a s k a  C o r p o r a t i o n s  
C o d e  b i l l  in the l e g i s l a t u r e ,  M a r c h  24, 1 9 8 2 .

In o t h e r  w o r d s ,  t h e  a m e n d m e n t  w o u l d  m a k e  t h i s  p r o v i s i o n  
of t h e  b i l l  p r o s p e c t i v e ,  k e e p i n g  in e f f e c t  v a l i d  b y l a w s  on 
s t a g g e r e d  te r m s ;  h o w e v e r ,  no  c o r p o r a t i o n  w o u l d  be a b l e  to 
h u r r i e d l y  e n a c t  b y l a w s  now, s i m p l y  in a n t i c i p a t i o n  of p a s s a g e  of 
t h i s  bill.



Pao.t, 127 r. lines. 7-9:

T h e  c o m m i s s i o n  a g r e e d  w i t h  D i r e c t o r  K i r k p a t r i c k  t h a t  
r e q u i r i n g  a c o r p o r a t i o n  f r o m  a n o t h e r  s t a t e  t o  f i l e  i t s  a r t i c l e s  
a n d  a l l  a m e n d m e n t s  to its a r t i c l e s  in A l a s k a  w o u l d  b e  c o s t l y  to 
a d m i n i s t e r  a n d  t h a t  t h e  r e a d y  a v a i l a b i l i t y  of t h o s e  a r t i c l e s  a n d  
a m e n d m e n t s  f r o m  the p a r e n t  s t a t e  of t h e  c o r p o r a t i o n  a d e q u a t e l y  
s e r v e s  the n e e d s  of A l a s k a n s .  The c h a n g e  w a s  a g r e e d  u p o n  in the 
c o m m i t t e e  h e a r i n g  H a y  17, 1 9 8 3 ,  a n d  a o a i n  in t h e  h e a r i n g  J a n u a r y  
23, 1 9 8 4 .

P a a a  H S U  l i n n  23±  Page. 139, l i n e  9:

T h e s e  a r e  o n l y  c h a n g e s  to p r e f e r r e d  d r a f t i n g  style. A  
m i s d e m e a n o r  is a " C l a s s  A "  m i s d e m e a n o r  if no c l a s s  is d e s i g n a t e d  
i n  the s t a t u t e .  ( R e f e r e n c e  e x i s t i n g  A S  1 1 . 8 1 . 2 5 0 ( c ) ) .

P a g e  U G L l  U n a s  2 3 jz2 S L

T h i s  is a d e l e t i o n  of u n n e c e s s a r y  a n d  p o s s i b l y  
c o n f u s i n g  v e r b i a g e .

P-ft.ga 1A2.J. l i n e  8_l

T h e  d e l e t e d  p h r a s e  is o b s o l e t e .  O r i g i n a l l y  the 
a r t i c l e s  of i n c o r p o r a t i o n  of an A N C S A  c o r p o r a t i o n  h a d  to be 
a p p r o v e d  b y  the S e c r e t a r y  of t h e  I n t e r i o r  (ANCSA, S e c t i o n  7(d)). 
H o w e v e r ,  a f t e r  f i v e  y e a r s  t h e  a r t i c l e s  c o u l d  b e  f r e e l y  a m e n d e d .  
B e c a u s e  m a n y  su c h  a m e n d m e n t s  h a v e  b e e n  m a de, a r t i c l e s  th a t  are 
" a p p r o v e d  b y  the S e c r e t a r y  of the I n t e r i o r "  a r e  a t h i n g  oof the 
p a s t  in s o m e  of the A N C S A  c o r p o r a t i o n s .

£ilO£ 1.4.3, H o £  1 8 j.

T h e  c h a n g e  is to c o n f o r m  to a d e c i s i o n  m a d e  b y  the
l e g i s l a t u r e  in e x i s t i n g  law, AS  10 . 0 5 . 0 0 5 ( a ) ( 2 ) (B)(ii) , t h a t  
A N C S A  S e c t i o n  7(i) m o n e y  is n o t  i n c l u d e d  in " c a p i t a l " .  S e c t i o n
7(.i) i n c o m e  is f r o m  the p o o l l e d  705 of r e v e n u e  f r o m  the
s u b s u r f a c e  e s t a t e  a n d  timber.



Page 1 4 8 lines .2.5-2.6_?_

T h i s  is a c h a n g e  in f o r m  only, t o  c o n f o r m  to l a n g u a g e  

e l s e w h e r e  in t h e  Act.

P a o e  I A S U  l i n e . 12a. fQllp»Ang the p.m M l
T h e  s e c t i o n  of t h e  b i l l  a m e n d e d  h e r e  d e a l s  o n l y  w i t h  

A N C S A  c o r p o r a t i o n s .  T h e  o n l y  p u r p o s e  of t h e  a m e n d m e n t  is to 
c o n f o r m  to S e c t i o n  30 of t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act.

P a g e  14JL. lin a H i

S u r p l u s  a n d  c o n f u s i n g  l a n g u a g e  is d e l e t e d .

£ & 3i 161a. l i e e  111

A n  u p d a t e  of the e f f e c t i v e  d a t e  c l a u s e .
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A M E N D M E N T

O f f e r e d  in t h e  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  BY:

TO: H B  343

P a g e  12, l i n e  27-29:

D e l e t e  a l l  m a t e r i a l  a n d  insert:

"(3) if i n c o r p o r a t i o n  is a f t e r  M a r c h  24, 1982, the 

a d d r e s s  of  its i n i t i a l  r e g i s t e r e d  o f f i c e  a n d  t h e  n a m e  of  its 

i n i t i a l  r e g i s t e r e d  a g e n t ; 1'

P a g e  12, li n e  29:

D e l e t e  "at t h a t  a d d r e s s "

P a g e  16, l i n e  5:

D e l e t e  "AS 1 0 . 0 6 . 8 7 3 "  a n d  i n s e r t  "AS 1 0 . 0 6 . 8 7 0 "

P a g e  56, f o l l o w i n g  l i n e  28:

Insert:

"(c) a p r o v i s i o n  in t h e  b y l a w s  o f  a c o r p o r a t i o n  w h i c h ,  w e r e  

it a p r o v i s i o n  o f  t h e  a r t i c l e s  o f  i n c o r p o r a t i o n ,  w o u l d  a c c o r d  

w i t h  (a) o f  t h i s  s e c t i o n  s h a l l  b e  v a l i d  p r o v i d e d  t h a t  it w a s  

a d o p t e d  p r i o r  t o  M a r c h  24, 1 9 8 2 . "

P a g e  127, l i n e s  7-9:

D e l e t e  " t o g e t h e r  w i t h  a v e r i f i e d  c o p y  o f  its a r t i c l e s  of

i n c o r p o r a t i o n  a n d  a l l  a m e n d m e n t s  to t h e  a r t i c l e s , "

P a g e  138, l i n e  28:

I n s e r t  " C l a s s  A" b e f o r e  " m i s d e m e a n o r "

P a g e  139, l i n e  9:

I n s e r t  " C l a s s  A" b e f o r e  " m i s d e m e a n o r "



P a g e  147, l i n e s  28- 2 9 :

D e l e t e  ", e x c e p t  a v i l l a g e  c o r p o r a t i o n  t h a t  m a y  b e  i n c o r p o r a t e d  

u n d e r  e i t h e r  t h i s  c h a p t e r  or  A S  1 0 . 2 0 , "

P a g e  148, l i n e  8:

D e l e t e  " a p p r o v e d  b y  t h e  U n i t e d  S t a t e s  S e c r e t a r y  o f  t h e  I n t e r i o r "

P a g e  148, l i n e  18:

D e l e t e  ", 7 ( i ) , "

P a g e  148, l i n e s  25-26:

D e l e t e  " m a y  n o t  be c o n s i d e r e d  to  b e  a d i s t r i b u t i o n  in p a r t i a l  

l i q u i d a t i o n "  a n d  i n s e r t  "is n o t  a ' d i s t r i b u t i o n  to its s h a r e h o l d e r s '  

a s  d e f i n e d  b y  A S  1 0 . 0 6 . 9 9 0 ( 1 7 ) "

P a g e  149, l i n e  12, f o l l o w i n g  the p e r i o d :

I n s e r t  " N o t w i t h s t a n d i n g  the p r o v i s i o n s  of  A S  1 0 . 0 6 . 5 7 4 —  

1 0 . 0 6 . 5 8 6 ,  a p l a n  of  m e r g e r ,  c o n s o l i d a t i o n ,  o r  e x c h a n g e  q u a l i f i e d  

u n d e r  t h i s  s e c t i o n  p r i o r  to D e c e m b e r  19, 1991, s h a l l  n o t  i n c l u d e  

th e  r i g h t  of s h a r e h o l d e r s  to d i s s e n t . "

P a g e  149, l i n e  15:

D e l e t e  " t h a t  is r e q u i r e d  b y  t h e  l a n g u a g e  of t h a t  A c t "

P a g e  161, l i n e  13:

D e l e t e  " J u l y  1, 1983" a n d  i n s e r t  " J u l y  1, 1984"



A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E  
COMM ITTEE ON LABOR AND COMMERCE

SE N A T O R  R IC H A R D  I. ELIASON P O U C H  V • J U N E A U .  A L A S K A  9981I
C H A I R M A N  < 007 > 465.3844

LETTER OF INTENT

II: is the intent of the Senate Labor and Commerce Committee that the 

detailed commentary accompanying S.B. 246, House and Senate Joint Journal 

Supplement No. II, be considered a comprehensive guide to the proposed 

n e w  A l a s k a  Corporation Code and as such should be amended and revised 

accordingly if any changes are made to S.B. 246.

The following narrative changes reflect the amendments adopted in CSSB 

246 (L&C) .

(At page 89 of the House and Senate Joint Journal Supplemental for April 

8 :, 1 9 8 %  the Official Comment to Section 388 should be amended to read):

Official Comment to ACC Section 10.06.388. ACQUISITION OF CORPORATION'S 

ORRl SHARES; REISSUANCE OR RETIREMENT.

S C O P E : ACC sec. 388 specifies the treatment to be given redeemed or

repurchased shares. They revert to the status of authorized but unissued 

shares unless the articles of incorporation prohibit reissuance. If 

reissuance is prohibited, the article stating the number of authorized 

shares must be amended to reflect the lowered number. Such an amendment 

of the articles must be filed with the commissioner. Shareholder 

approval of the required amendment is not necessary.

While sec. 388 abolished the antiquated accounting concept of "treasury 

shares", nothing in this section is intended to prejudice the present or 

contingent contract rights which nre-ACC corporations m ay have created in 

reacquired shares described as "treasury shares."

C HANGE IN FORMER ALASKA L A W : ACC sec. 388 is taken from GCL Section 510.

It continues prior Alaska law (former AS 10.05.312-345) in requiring a 

filing with the commissioner of an amendment to the arf'cles. It departs 

from and simplifies prior law by the elimination > the concept of 
"treasury shares."

O F F I C I A L  n U l l N C t t



(At page 123 of the House and Senate Joint Journal Supplement for April 

8, 1983, the Official Comment to Section 455 should be amended to read):

Official Comment to ACC Section 10.06.455. CLASSIFICATION OF DIRECTORS.

S C O P E : Sec. 455 provides for optional classification of a board

consisting of a m i n i m u m  membership while taking steps to preclude the 

adoption of such a scheme for a corporation which has not eliminated 

cumulative voting from adopting such a classification scheme by amendment 

if shares sufficient to elect one director under cumulative voting oppose 

such amendment. Sec. 455 replaces former AS 10.05.186.

CHANGE IN FORMER ALASKA L A W : Sec. 455(a) is an enactment of Model Act

Section 37 and works an important change from former AS 10.05.186 

respecting the election to classify the board. Under prior Alaska law 

this decision could be taken by a bylaw adopted by the board without 

shareholder participation. The danger to rinority share representation 

in such circumstances led to subsection (a)'s requirement that the 

election be taken in the articles, which insures shareholder 
participation.

Subsection (b) is new. Continuing the concern for minority share 

representation on the board of a corporation which has not eliminated 

cumulative voting, sec. 455(b) precludes amendment of the articles to 

classify the board if the number of shares voting "no" on the amendment 

or refusing to consent in writing would be sufficient to elect one 

director if voted cumulatively at an election of the entire board.

Subsection (c) is new. It permits board classification pursuant to the 

terms of a provision frn the bylaws rather than the articles of 

incorporation. In order to classify a board under sec. 455(c) it is 

necessary that the bylLW have been adopted p“ior to March 24, 1982 with 

or without shareholder participation, and that I t  contains nothing which, 

were it a provision in the arcicles of incorporatio n ■ would offend sec. 

455(a). Thus, all of the restrictions on the minimum size of the board, 

the m i n imum number of classes, and the terms of the director office set 

forth in sec. 455(a) limit the terms of any bylaw which would be 

effective under sec. 455(c).
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TO:

A L A S K A  STAT E  L E G I S L A T U R E
P O U C H  Y • S T A TE  C A P I T O L  

J U N E A U .  A L A S K A  9 0 B I I  
( 9 0 7 )  <505-4070

R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

S e n a t o r  R i c h a r d  I. E l i a s o n ,  C h a i r m a n  
S e n a t o r  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

EXCCUTIVF. SCCnr.TARY 
B I L L Y  G. B C R R I E R

F R O M :

DATE:

RE:

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n

F e b r u a r y  1, 1 9 0 4

T r a n s c r i p t  of j o i n t  h e a r i n g  on 
HB  3 4 3 / S B  246 on p r o f i t  c o r p o r a t i o n s

E n c l o s e d  is a t r a n s c r i p t  m a d e  f r o m  the H o u s e  L a b o r  and 
C o m m e r c e  C o m m i t t e e ' s  t a p e  of t h e  j o i n t  h e a r i n g  on H B  3 4 3 / S B  246 
h e l d  M o n d a y ,  J a n u a r y  23, 1 9 8 4 .  C a t h e r i n e  W a l s h  of t h i s  o f f i c e  
t y p e d  it a t  the r e q u e s t  of the c o d e  r e v i s i o n  c o m m i s s i o n .

A n y  m e m b e r s  of the H o u s e  or S e n a t e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e s  w h o  w e r e  a b s e n t  f r o m  the J a n u a r y  2 3 r d  m e e t i n g  m a y  be 
e s p e c i a l l y  i n t e r e s t e d  in the t r a n s c r i p t .

S i n c e  t h e  H o u s e  m e m b e r s  h a d  to l e a v e  for a f l o o r  
s e s s i o n  b e f o r e  the m e e t i n g  v/as c o n c l u d e d ,  t h e y  m a y  be  i n t e r e s t e d  
in t h e  t e s t i m o n y  a t  the l a s t  of the t r a n s c r i p t — t e s t i m o n y  of 
E l i z a b e t h  J o h n s t o n  of the A l a s k a  F e d e r a t i o n  of N a t i v e s  
s u b c o m m i t t e e  on the b i l l  a n d  Irv B e r t r a m ,  l e g a l  c o u n s e l  for 
A l a s k a  A i r l i n e s .

D R : c h w

E n c l o s u r e



J O I N T  H O U S E  / S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  
H E A R I N G  O N  H B  3 4 3 / S B  2 4 6 — F O R  P R O F I T  C O R P O R A T I O N S

J A N U A R Y  23, 1 9 8 4  
8: 3 0  a.m.

C O W D E R Y :  I ' d  l i k e  to c a l l  t h e  L a b o r  a n d  C o m m e r c e
m e e t i n g  to o r d e r .  I t ' s  J a n u a r y  23, 1 984, a t  9:30 a.m. (sic) 
8:50 a.m. I ' d  l i k e  to n o t e  t h o s e  p r e s e n t :  Rep. U e l i n g ,  Rep. 
P e s t i n g e r ,  Rep. K o p o n e n  a n d  J a m e s  C o w d e r y .  A n d  I'd a l s o  li k e  to 
n o t e  p r e s e n t  S e n a t o r  M u l c a h y .  T h e  p u r p o s e  of th i s  m o r n i n g ' s  
m e e t i n g  i s  to h a v e  t e s t i m o n y  on a n  a c t  r e v i s i n g  the c o r p o r a t e  
code. A t  t h i s  t i m e  I t h i n k  t h a t  w e  v o u l d  l i k e  to c a l l  on J o h n  
A b b o t t  a n d  a n y o n e  t h a t  w o u l d  l i k e  t o  t e s t i f y  s i g n  in. T h e  f i r s t  
o n e  to t e s t i f y  t h a t  I b e l i e v e  I'd l i k e  to h a v e  is J o h n  A b b o t t .  
S t a t e  y o u r  n a m e  a n d  a f f i l i a t i o n .

A B B O T T :  T h a n k  you, Rep. C o w d e r y .  M y  n a m e  is J o h n  A b b o t t  
a n d  I a m  t h e  c h a i r m a n  of t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n .  T h e  
c o d e  r e v i s i o n  c o m m i s s i o n ,  for t h o s e  of y o u  w h o  a r e  u n a w a r e  of
this, w a s  a T i t l e  24 c o m m i s s i o n  c r e a t e d  by the l e g i s l a t u r e  in 
3976. It is c o m p r i s e d  of i n d i v i d u a l s  r e p r e s e n t i n g  the A l a s k a  
C o u r t  S y s t e m ,  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  r e p r e s e n t i n g  the 
G o v e r n o r ,  t h e  A l a s k a  B a r  A s s o c i a t i o n  r e p r e s e n t a t i v e ,  
r e p r e s e n t a t i v e s  f r o m  b o t h  t h e  H o u s e  a n d  the S e n a t e ,  at  t h i s  time, 
Rep. C h a r l i e  B u s s e l l  a n d  S e n a t o r  P a t r i c k  R o d e y .  M y s e l f  a i; an 
a p p o i n t m e n t  of the G o v e r n o r ,  a s  a l a y p e r s o n  a n d  F r e d  B r o w n  as a 
r e p r e s e n t a t i v e  of G o v e r n o r  S h e f f i e l d .  We  h a v e  one v a c a n c y  on the
c o m m i s s i o n  a t  t h e  p r e s e n t  time. G e n e r a l l y ,  the* p u r p o s e  of the
c o m m i s s i o n  is t o  e n t e r t a i n  r e q u e s t s  b y  the l e g i s l a t u r e ,  by a n y  
b r a n c h  of g o v e r n m e n t  for t h a t  m a t t e r ,  to l o o k  i n t o  a r e a s  of
s t a t u t o r y  l a w  of a t e c h n i c a l  n a t u r e  t h a t  a r e  in n e e d  of r e v i s i o n  
f or a n y  n u m b e r  of r e a s o n s  i n c l u d i n g  the f a c t  th-it t h e y  no l o n g e r  
c o m p o r t  w i t h  the A l a s k a  life, b e c a u s e  w e  a r e  a m o r e  s o p h i s t i c a t e d  
s tate, b e c a u s e  t h e y  h a v e n ' t  p r o v i d e d  for a n u m b e r  of ye a r s ,  t h a t  
t h e y  a r e  o u t  of s y n c  w i t h  t h e  p r e s e n t  n e e d s  of t h e  law. T h e  
c o m m i s s i o n  a l s o  e n t e r t a i n s  its own p r o j e c t s  a n d  h a s  a t  a n y  g i v e n  
p o i n t  in t i m e  two m a j o r  p r o j e c t s  at  least, p l u s  a n u m b e r  of m i n o r  
p r o j e c t s  for c o n s i d e r a t i o n  b y  the l e g i s l a t u r e .  V7e h a v e  at  t h e  
p r e s e n t  t i m e  f i v e  m a j o r  b i l l s ,  s o m e  of w h i c h  w i l l  be c o n s i d e r e d  
b y  the l e g i s l a t u r e  t h i n  s e s s i o n ,  o t h e r s  w i l l  d i e  a n d  not g e t  
c o n s i d e r a t i o n .  T h e  b i l l  in f r o n t  of y o u  t o d a y  h a s  b e e n  
i n t r o d u c e d  b y  the R u l e s  C o m m i t t e e  in b o t h  the H o u s e  a n d  the 
S e n a t e  as H B  343 a n d  S B  24G. T h e  two b i l l s  a r c  i d e n t i c a l  in w h a t  
th e y  do a n d  w e r e  i n t r o d u c e d  s i m u l t a n e o u s l y  for t h e  p u r p o s e  of 
c o n s i d e r a t i o n  by  b o t h  the douse: a n d  Seriate w i t h o u t  the n e c e s s i t y  
of g o i n g  t h r o u g h  o n e  a n d  t h ^ n  g o i n g  t h c o u g h  the o t h e r .  T h i s  is 
t h e  pi.acticc; t h e  c o d e  r e v i s i o n  c o m m i s s i o n  h a s  u s e d  for the p a s t  
s e v e r a l  y e a r s  to e x p e d i t e  c o n s i d e r a t i o n  o f  t h e  bill. M y r elf, as 
c h a i r m a n ,  a n d  J e r r y  K u r t x  w h o  r e p r e s e n t s  the A l a s k a  Bar 
A s s o c i a t i o n  h a v e  b e e n  p r e s e n t  on t h e  c o m m i s s i o n  d u r i n g  the e n t i r e
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p e r i o d  of t i m e  the c o r p o r a t i o n s  b i l l  h a s  b e e n  c o n s i d e r e d  a n d  
w o r k e d  on, a n d  w e  a l o n g  w i t h  w i t h  o t h e r  m e m b e r s  of our s t a f f  a n d  
o t h e r  c o m m i s s i o n e r s  a r e  m o s t  a n x i o u s  to m e e t  w i t h  y o u  or y o u r  
s t a f f  to f u r t h e r  e x p l a i n  t h e  bi l l  i t s e l f .  It ' s  a v e r y  l a r g e  
b i l l ;  i t ' s  c o m p l i c a t e d ;  it is a s o p h i s t i c a t e d  b ill. It 
d e t e r m i n e s  all of t h e  a r e a s  of r e s p o n s i b i l i t y  w h i c h  are t a k e n  on 
w h e n  a c o m p a n y  s e e k s  a c o r p o r a t e  c h a r t e r  a n d  s e e k s  a p r i v i l e g e  
c o n f e r r e d  b y  t h e  S t a t e  of A l a s k a .  W e  h a v e  w i t h  us t o d a y  P r o f e s s o r  
D a n i e l  F e s s l e r .  He is a p r o f e s s o r  of l a w  a t  the U n i v e r s i t y  of 
D a v i s ,  C a l i f o r n i a ,  w h o  h a s  b e e n  the c o n s u l t a n t  on t h i s  bi l l  s i n c e  
its i n c e p t i o n  a n d  is o n e  of t h e  r e c o g n i z e d  a u t h o r i t i e s  on 
c o r p o r a t e  l a w  in t h e  U n i t e d  S t a t e s .  Ke  w i l l  g i v e  y o u  a t h u m b n a i l  
s k e t c h  of t h i s  b i l l  a n d  a t t e m p t  to a n s w e r  a n y  q u e s t i o n s  t h a t  y o u  
m a y  h a v e  c o n c e r n i n g  the s p e c i f i c  t e c h n i c a l  a s p e c t s  of t h e  b ill. 
T h e  b i l l  w a s  the r e s u l t  of c o n c e r n  o n  the p a r t  of m e m b e r s  of the 
c o d e  c o m m i s s i o n ,  b o t h  in p r i v a t e  p r a c t i c e  a n d  in t h e  o t h e r  a r e a s  
r e p r e s e n t e d  by t h e  co d e  c o m m i s s i o n ,  t h a t  s o m e  w o r k  n e e d e d  to be 
d o n e  b e c a u s e  the b a s i c  b i l l  h a d  been, as  it w e r e , an  o f f - t h e - r a c k  
b i l l  a d o p t e d  f r o m  O r e g o n  s t a t u t e s  a t  the t i m e  of s t a t e h o o d .  
W h e t h e r  or n o t  it w a s  a p p r o p r i a t e  to A l a s k a  e v e n  a t  the t i m e  it 
w a s  a d o p t e d  l e a v e s  s o m e  q u e s t i o n .  C e r t a i n l y  the e x i s t i n g  l a w  
d o e s  n o t  in a n y  r e s p e c t  r e a l l y  m e e t  the n e e d s  of A l a s k a n s  for 
i n c o r p o r a t i o n .  T h e  n e w  b i l l  a t t e m p t s  to set o u t  a n d  d e f i n e  all 
t h e  r e l a t i o n s h i p s  b e t w e e n  t h e  v a r i o u s  p r i n c i p a l s  or p l a y e r s  in 
the c o r p o r a t e  s t a t u s .  So  t h a t  o n e  n e e d  o n l y  look a t  th i s  b i l l  to 
d e t e r m i n e  h o w  y o u  b e c o m e  a c o r p o r a t i o n ;  h o w  y o u  a c t  a s  a 
c o r p o r a t i o n ;  h o w  y o u  t e r m i n a t e  as a c o r p o r a t i o n .  T h e  b i l l  t h a t ' s  
p r e s e n t l y  b e f o r e  t h i s  c o m m i t t e e  w a s  i n t r o d u c e d ,  I b e l i e v e ,  on 
A p r i l  9, 1.903, S i n c e  t h a t  time, s o m e  c h a n g e s  h a v e  b e e n  m a d e  as  a 
r e s u l t  of p u b l i c  h e a r i n g s  h e l d  by t h e  c o d e  r e v i s i o n  c o m m i s s i o n  
a n d  i n p u t  f r o m  v a r i o u s  d i f f e r e n t  o r g a n i z a t i o n s  c o n c e r n i n g  s o m e  of 
the s p e c i f i c  f e a t u r e s  of the bill. A n d  a s  a r e s u l t ,  t h e  c o d e  
c o m m i s s i o n  w i l l  b e  m a k i n g  s o m e  r e c o m m e n d a t i o n s  for c h a n g e s  to the 
c o m m i t t e e s  c o n s i d e r i n g  t h i s  bill. T h e  w o r k  on  s e c t i o n s ,  w r i t t e n  
c o m m e n t s  to the b i l l  a n d  r e q u e s t s  t h a t  c e r t a i n  c h a n g e s  be m a d e .  
T h e s e  c h a n g e s  a d d r e s s  c o n c e r n s  r a i s e d  by  A l a s k a  A i r l i n e s ,  o n e  of 
p r o b a b l y  the s t a t e ' s  largest, c o r p o r a t i o n s ,  a s p e c i a l  s u b c o m m i t t e e  
of t h e  A l a s k a  F e d e r a t i o n  of D a t i v e s  t h a t  h a s  w o r k e d  for q u i t e  
s o m e  t i m e  w i t h  the c o d e  c o m m i s s i o n ,  h a s  g r a c i o u s l y ,  g e n e r o u s l y  
p r o v i d e d  i t s  o w n  t i m e  a n d  e x p e r t i s e  a n d  its l e g a l  s t a f f  in 
v a r i o u s  of the c o r p o r a t i o n s  a n d  h a s  p r o v i d e d  os w i t h  s o m e  g o o d  
a n d  n e e d e d  a m e n d m e n t s  to t h e  bill. T h o s e ,  tor, w i l l  be 
e n t e r t a i n e d .  W e  a l s o  h a v e  w o r k e d  v e r y  c l o s e l y  wi«-n Hr. W i l l i s  
K i r k p a t r i c k ,  d e p u t y  d i r e c t o r  of c o r p o r a t i o n s  in the C o m m i s s i o n e r  
of C o m m e r c e  o f f i c e .  A n d  be, too, h a s  r e c o m m e n d e d  s o m e  c h a n g e s  
t h a t  if m a d e  w i l l  r e d u c e  a n y  f i n a n c i a l  i m p a c t  on h i s  o f f i c e .  S o  
t h a t  it w a s  t h e  i n t e n t  of t h e  c o m m i s s i o n  to d r a f t  a b i l l  t h a t  
w o u l d  h a v e  no f i n a n c i a l  i m p a c t  on t h e  C o m m i s s i o n e r  c r C o m m e r c e  
o f f i c e  or the d i r e c t o r  of c o r p o r a t i o n s .  So  y o u  w i l l  be g e t t i n g  
s o m e  r e c o m m e n d a t i o n s  for a m e n d m e n t s  p u r s u a n t  to our d i s c u s s i o n s  
a n d  the e x c h a n g e  of i d e a s  of A l a s k a  A i r l i n e s ,  the C o m m i s s i o n e r  of



C o m m e r c e  a n d  t h e  A l a s k a  F e d e r a t i o n  of N a t i v e ' s  s u b c o m m i t t e e .  I 
t h i n k  w i t h o u t  f u r t h e r  a d o  I ' l l  a s k  P r o f e s s o r  D a n i e l  F e s s l e r  to 
c o m e  u p  a n d  g i v e  y o u  a b r i e f  sum m a r y ,  an o v e r v i e w  of w h a t  the 
b i l l  d o es. If t h e r e  a r e  a n y  q u e s t i o n s ,  w e  a l s o  h a v e  s i g n e d  u p  as 
w i t n e s s e s ,  C o m m i s s i o n e r  J e r r y  K u r t z ,  F r e d  B r o w n  t o  p r o v i d e  
a d d i t i o n a l  t e s t i m o n y  or c o m m e n t s  or, in t h e  e v e n t  y o u  h a v e  s o m e  
q u e s t i o n s ,  w e ' l l  do our b e s t  to a n s w e r  t h e m  for you. T h a n k  you.

C O W D E R Y :  T h a n k  y o u .  I'd l i k e  to n o t e  t h a t  S e n a t o r  is 
p r e s e n t .  A n d  at t h i s  t ime, I'd l i k e  to h a v e  J o h n  A b b o t t  . . .
t h e n  t h e  n e x t  o n e  u p  is . . .

R O D E Y :  R a t h e r  t h a n  i n v i t e  a n y  c o m m e n t s ,  I t h i n k  t h a t  
P r o f e s s o r  F e s s l e r  c a n  do a b e t t e r  j o b  of e x p l a i n i n g  t h e  m a t e r i a l  
t h a n  a n y b o d y  e l s e  I know. Mr. C h a i r m a n ,  I ' m  the S e n a t e  m e m b e r  of
t h e  c o d e  r e v i s i o n  c o m m i s s i o n ,  and the c o d e  h a s  l a b o r e d  lo n g  a n d
h a r d ,  p a r t i c u l a r l y  P r o f e s s o r  F e s s l e r  a n d  C h a i r m a n  A b b o t t  on  th i s  
p a r t i c u l a r  l e g i s l a t i o n .  A n d  I t h i n k  it is w o r t h y  of the
c o m m i t t e e ' s  v e r y  s e r i o u s  c o n s i d e r a t i o n .  It is in f i n a l  form, but 
it is v e r y  n e a r  p a s s a g e .

F E S S L E R :  G e n t l e m e n ,  I am a s c h o o l  t e a c h e r  at the
U n i v e r s i t y  of C a l i f o r n i a  at D a v i s .  A n d  the s u b j e c t s  t h a t  I t e a c h  
a r e  c o n t r a c t s  a n d  c o r p o r a t i o n s .  F o u r  y e a r s  a g o  I w a s  a p p r o a c h e d  
b y  t h e  c o m m i s s i o n  a n d  a s k e d  if I w o u l d  be i n t e r e s t e d  in s e r v i n g  
as a c o n s u l t a n t  to f i r s t  s u r v e y  t h e  c o n t e n t  of e x i s t i n g  A l a s k a  
s t a t u t o r y  l a w  in t h e  b u s i n e s s  f i e l d ,  a n d  t h e n  w o r k  w i t h  the
c o m m i s s i o n  s h o u l d  i t  d e t e r m i n e  t h a t  t h e r e  w a s  n e e d  for r e v i s i o n .  
T h e  s u r v e y  of e x i s t i n g  A l a s k a  lav/ w a s  u n d e r t a k e n ,  a n d  the
c o n c l u s i o n  w a s  a r r i v e d  a t  t h a t  t h e  e x i s t i n g  A l a s k a  l a w  w a s  n o t  
t h e  l a w  t h a t  the s t a t e  w o u l d  n e s t  l i k e  to h a v e  its c i t i z e n s  
f u n c t i o n i n g  und e r .  T h e  l a w  t h a t  w e  c u r r e n t l y  h a v e  in A l a s k a  w a s  
a d o p t e d  b y  t h e  l e g i s l a t u r e ,  t h e  f i r s t  l e g i s l a t u r e  a f t e r  
s t a t e h o o d ,  b y  a d o p t i n g  t h e  t h e n  /vlaska, e x c u s e  me, the then
c o n t e n t  of t h e  O r e g o n  c o r p o r a t i o n  law. T h e  O r e g o n  c o r p o r a t i o n s  
l a w  in t u r n  w a s  t a k e n  f r o m  s o m e t h i n g  c a l l e d  the M o d e l  B u s i n e s s  
C o r p o r a t i o n  Ac t ,  w h i c h  a c t  w a s  pul: o u t  by the' B u s i n e s s  L a w
S e c t i o n  of t h e  A m e r i c a n  B a r  A s s o c a t i o n  in t h e  e a r l y  1 9 5 0 's. By 
the t i m e  A l a s k a  a d o p t e d  the O r e g o n  law, the O r e g o n  l e g i s l a t u r e  
w a s  on the v e r g e  of c h a n g i n g  it. And, s u b s e q u e n t l y ,  the O r e g o n  
l e g i s l a t u r e  h a s  c h a n g e d  m u c h  of the c o n t e n t  of t h e  law. So, a n d  
t h i s  is b e c a u s e  t h e  m o d e l  act, w h i c h  w a s  t h e  b a s i s  of the O r e g o n  
l a w  a n d  t h e n  b e c a m e  t h e  b a s i s  of our s o r t  of s t e p c h i l d  h a s  b e e n  
in t h e  p r o c e s s  of e v o l u t i o n .  T h e  c o m m i s s i o n  a l s o  n o t e d  t h a t  in 
t h e  i n t e r v e n i n g  n e a r  q u a r t e r  of a c e n t u r y ,  t h a t  t h e r e  h a v e  b e e n
s i g n i f i c a n t  c h a n g e s  in c o r p o r a t e  law in t h r e e  of the m o s t
c r i t i c a l  j u r i s d i c t i o n s  to w h i c h  o t h e r  s t a t e s  g e n e r a l l y  l o o k  for
g u i d a n c e .  A n d  t h a t  is t h a t  N e w  Y o r k  h a d  r e w r i t t e n  its
c o r p o r a t i o n s  l a w s  in t h e  l a t e  1 9 6 0 ' s ;  C a l i f o r n i a  u n d e r t o o k  a 
s i m i l a r  p r o j e c t  in w h i c h  I w a s  i n v o l v e d  on the w o r k i n g  c o m m i t t e e  
w i t h  t h e  l e g i s l a t u r e  in t h e  m i d - 1 9 7 0 's. A n d  f i n a l l y  the m o d e l
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a c t  i t s e l f  h a s  b e e n  r e c a l l e d  a n d  is in the p r o c e s s  of a 
t h r e e - y e a r  s t u d y  in w h i c h  a c o u p l e  of y e a r s  f r o m  n o w  w i l l  r e s u l t  
in f u r t h e r  r e c o m m e n d a t i o n s .  So t h e r e  h a v e  b e e n  c h a n g e s  w i t h  
r e g a r d  to t h e  t h e o r e t i c a l  b a s i s  of the law. F u r t h e r ,  t h e r e  a r e  
c h a n g e s  in A l a s k a  in a q u a r t e r  of a c e n t u r y .  C h a n g e s  w h i c h  
s u g g e s t e d  t h a t  it m i g h t  be t i m e  for the S t a t e  of A l a s k a  to h a v e  a 
c o r p o r a t i o n  l a w  t h a t  is a p r o d u c t  of its o w n  d e l i b e r a t e  c r e a t i o n ,  
r a t h e r  t h a n  s o m e t h i n g  b o r r o w e d  f r o m  e l s e w h e r e .  T h e  r e s u l t  of 
t h i s  f o u r - y e a r  e f f o r t  is t h e  b i l l  w h i c h  y o u  h a v e  i n  f r o n t  of 
y o u .  A n d  w i t h  t h e  e x c e p t i o n  of s o m e  m i n o r  a m e n d m e n t s  w h i c h  
r e s u l t e d  in f i n a l  m e e t i n g s  w i t h  r e p r e s e n t a t i v e s  of the A l a s k a  
F e d e r a t i o n  o f  N a t i v e s  s u b c o m m i t t e e  a n d  v a r i o u s  o t h e r  p r i v a t e  
p a r t i e s  w h o  h a v e  t e s t i f i e d  b e f o r e  t h e  c o m m i s s i o n  t h a t  the b i l l  
w h i c h  t h e  c o m m i s s i o n  is s e e k i n g  y o u r  l e g i s l a t i v e  a p p r o v a l  a n d  
e n a c t m e n t  is n o w  in f i n a l  form. In a d d i t i o n  to t h e  bill, the 
c o m m i s s i o n  h a s  p r e p a r e d  v e r y  l e n g t h y  c o m m e n t a r i e s .  T h e s e  
c o m m e n t a r i e s ,  h o p e f u l l y ,  a r e  d e s i g n e d  t o  e x p l a i n  t o  m e m b e r s  of 
b o t h  t h e  H o u s e  a n d  S e n a t e  t h e  o r i g i n  of e a c h  a n d  e v e r y  p r o v i s i o n  
of the act, to s h a r e  the v a l u e  j u d g m e n t s  w h i c h  c a u s e d  t h e  m e m b e r s  
o f  t h e  c o d e  r e v i s i o n  c o m m i s s i o n  to r e c o m m e n d  t h a t  p a r t i c u l a r  
c o n t e n t ,  to d i s c l o s e  to y o u  to the e x t e n t  t h a t  t h e  s t a t u t e  is 
b o r r o w e d  or m o d i f i e d  f r o m  s t a t u t o r y  l a w  in o t h e r  j u r i s d i c t i o n s  
t h e  s p e c i f i c  g e n e s i s  of t h e  law, a n d  t h e n  to s t a t e  w h a t  c h a n g e  
w o u l d  b e  m a d e  in e x i s t i n g  A l a s k a  lav/ w e r e  the l e g i s l a t u r e  to 
a d o p t  t h i s  b i ll. In a d d i t i o n ,  your s t a f f s  w i l l  be f u r n i s h e d ,  a n d  
t h e  m e m b e r s  w i l l  b e  i n v i t e d ,  to w o r k  w i t h  a n o t h e r  d o c u m e n t .  I 
a p o l o g i z e  for t h e  p r o d i g i o u s  s i z e  of t h e s e  d o c u m e n t s ,  b u t  t h i s  
d o c u m e n t  is u s e f u l  in t h a t  if a n  i n d i v i d u a l  is f a m i l i a r  w i t h  t h e  
p r o v i s i o n  o f  e x i s t i n g  A l a s k a  law, t h i s  w o r k s  b a c k w a r d s  f r o m  
e x i s t i n g  A l a s k a  la  w, s e c t i o n  by s e c t i o n ,  a n d  s h o w s  h o w  t h a t  
p r o v i s i o n  w o u l d  f a r e  s h o u l d  t h i s  p a r t i c u l a r  b i l l  be a d o p t e d .  S o  
t h o s e  s t u d y  a i d s  h o p e f u l l y  w i l l  be u s e f u l  to s t a f f s  a n d  w i l l  be  
u s e f u l  to the v a r i o u s  c o m m i t t e e s  of t h e  l e g i s l a t u r e .  W h a t  I h a d  
h o p e d  to do t h i s  m o r n i n g  w a s  to s h a r e  w i t h  y o u  s o m a  of t h e  v a l u e  
j u d g m e n t s  w h i c h  the c o m m i s s i o n  h a s  m a d e  a n d  w h i c h  a r e  e m b o d i e d  in 
t h e  m u l t i p l e  p r o v i s i o n s  of th i s  act. O n e  of t h e  m a j o r  
d i s a d v a n t a g e s  of e x i s t i n g  A l a s k a  l a w  is t h a t  if a n  i n d i v i d u a l  
v/ere to p i c k  it u p  s e e k i n g  to k n o w  t h e  c o n t e n t  of t h e  lav/ t h e  
i n d i v i d u a l  m i g h t  f o l l o w ,  e x i s t i n g  A l a s k a  c o r p o r a t e  l a w  is t o t a l l y  
d i s o r g a n i z e d .  P r o v i s i o n s  w h i c h  m a y  r e l a t e  or s u r r o u n d  the 
p r o b l e m  a r e  s c a t t e r e d  t h r o u g h o u t  the bill. O n e  of t h e  i n i t i a l  
i m p r e s s i o n s  t h a t  y o u  w i l l  g a i n  f r o m  l o o k i n g  a t  t h i s  b i l l  is t h a t  
it is v e r y  t i g h t l y  o r g a n i z e d .  it is o r g a n i z e d  b y  m a j o r  t o p i c a l  
s e c t i o n s  w i t h  t h e  h o p e  t h a t  if an i n d i v i d u a l  h a s  a p r o b l e m  w i t h  
th e  f o r m a t i o n  of a c o r p o r a t i o n ,  all p r o v i s i o n s  of t h e  a c t  t h a t  
d e a l  w i t h  c o r p o r a t e  f o r m a t i o n  w i l l  b e  f o u n d  in A r t i c l e  3. If t h e  
i s s u e  r e l a t e s  to c o r p o r a t e  f i n a n c e ,  A r t i c l e  4 c o n t a i n s  a l l  t h e  
r e l e v a n t  law. So that, in e s s e n c e ,  t h e  c o m m i s s i o n  d i r e c t e d  m e  to 
d r a f t  the v a l u e  j u d g m e n t s  w h i c h  it h a d  m a d e  v e r y  m u c h  in the f o r m  
of a c o o k b o o k ,  b u t  h o p e f u l l y  g e t t i n g  t h e  i n g r e d i e n t s  in t h e  r i g h t  
o r d e r  so t h a t  it s h o u i d  be s o m e t h i n g  w h i c h  an i n d i v i d u a l ,  w h e t h e r



a l a y p e r s o n  or a p r a c t i t i o n e r  d e s i r o u s  of k n o w i n g  t h e  c o n t e n t  of 
t h e  law, w i l l  be a b l e  to f i n d  it. A n d  o n c e  in the r i g h t  area, 
w i l l  f i n d  a l l  of t h e  r e l a t e d  p r o v i s i o n s  o f  t h e  s t a t u t e  r a t h e r  
t h a n  h a v e  t h e m  l y i n g  a r o u n d  in l a n d  m i n e s  s o m e  25 to 3 0 c r e d i t  
p a g e s  l a t e r ,  w h i c h  is t h e  r a t h e r  d u b i o u s  d i s t i n c t i o n  of the 
c u r r e n t  p r o v i s i o n s  of c h a p t e r  5, T i t l e  10. N e w  t h e  a r e a s  w h e r e i n  
s i g n i f i c a n t  v a l u e  j u d g m e n t s  a r e  f o u n d  w o u l d  b e  A r t i c l e  3 w h i c h  
d e a l s  w i t h  t h e  f o r m a t i o n  of a c o r p o r a t i o n .  S o m e  s t a t e s  l i k e  
C a l i f o r n i a  h a v e  a t t e m p t e d  to say t h a t  if y o u  a r e  g o i n g  to f o r m  a 
c o r p o r a t i o n  in C a l i f o r n i a ,  c e r t a i n  m a j o r  v a l u e  j u d g m e n t s  h a v e  
b e e n  m a d e  b y  the l e g i s l a t u r e .  A n d  the p r i c e  for f o r m i n g  a 
c o r p o r a t i o n  in Califoriria is t h a t  y o u  c o m p l y  w i t h  the v a l u e  
j u d g m e n t s .  T h e y  w o u l d  i n c l u d e  such t h i n g s  as the r e q u i r e m e n t  
t h a t  t h e r e  b e  c u m u l a t i v e  v o t i n g  for s h a r e h o l d e r s ;  t h a t  the b o a r d  
c a n n o t  be c l a s s i f i e d ;  t h a t  t h e  d i r e c t o r s  c a n  o n l y  s e r v e  o n e - y e a r  
terms. C a l i f o r n i a  is a s t a t u t e  w h i c h  is v e r y  p r e g n a n t  w i t h  v a l u e  
j u d g m e n t s  t h a t  s o r t  of t e l l  c i t i z e n s  t h i s  is the o n l y  w a y  w e  are 
g o i n g  to p e r m i t  it to b e  done. N o w  the r e a s o n  t h a t  th i s  s t a t u t e  
d o e s  n o t  do t h a t  is f i r s t  t h e r e  w a s  a f u n d a m e n t a l  p h i l o s o p h i c a l  
d i s a g r e e m e n t  t h a t  t h e  S t a t e  of A l a s k a  s h o u l d  be in the b u s i n e s s  
o f  m a k i n g  v a l u e  j u d g m e n t s  a b o u t  h o w  p e o p l e  v/ho e n t e r  in the 
c o r p o r a t e  f o r m  o u g h t  to b e h a v e .  T h e  v a l u e  j u d g m e n t  w h i c h  took 
p r e c e d e n c e  o v e r  t h a t  w a s  t h a t  p e o p l e  s h o u l d  be i n f o r m e d  by 
r e a d i n g  the s t a t u t e  w h a t  the p o s s i b i l i t i e s  are. A n d  t h a t  th e y  
s h o u l d  be a l l o w e d ,  k n o w i n g  w h a t  the p o s s i b i l i t i e s  are, to m a k e  
t h e i r  o w n  d e c i s i o n s  a s  to w h e t h e r  t h e r e  w i l l  b o  c u m u l a t i v e  
v o t i n g ;  h o w  l a r g e  a b o a r d  t h e y  w i l l  h a v e ;  w h e t h e r  t h e y  w i l l
c l a s s i f y  t h e  b o a r d ;  w h e t h e r  the b o a r d  w i l l  h a v e  t e r m s  t h a t  e x c e e d  
o n e  y e a r .  B u t  t h a t  t h o s e  v a l u e  j u d g m e n t s  s h o u l d  be l a y e d  out, 
a n d  t h e y  a r e  l a y e d  o u t  in A r t i c l e  3 in a m a n n e r  w h i c h  an 
i n d i v i d u a l  d e t e r m i n i n g  to f o r m  a c o r p o r a t i o n  c a n  q u i c k l y  s e e  th a t  
t h e s e  a r e  t h e  b a s i c  t h i n g s  w i t h  w h i c h  t h e  i n d i v i d u a l s  d e s i r o u s  of 
e n t e r i n g  t h i s  a s s o c i a t i o n  s h o u l d  c o m e  to s o m e  a g r e e m e n t .  
F u r t h e r ,  t h e r e  is the advantage.* that v/e c a y  t h a t  if y o u  a r e  g o i n g  
t o  m a k e  t h e s e  f u n d a m e n t a l  d e c i s i o n s ,  y o u  m u s t  p u t  t h e m  in the 
a r t i c l e s  of i n c o r p o r a t i o n .  So  t h a t  if a p e r s o n  v/ho is a
p o t e n t i a l  i n v e s t o r  d e s i r i n g  t o  k n o w  w h a t  the l a y  of the l a n d  is 
for X Y Z  c o r p o r a t i o n  n e e d  o n l y  o b t a i n  n c o p y  of the a r t i c l e s  of 
X Y Z  c o r p o r a t i o n ,  a n d  t h a t  - i n d i v i d u a l  w i l l  h a v e  a d e f i n i t i v e  
s t a t e m e n t  of the b a s i c  v a l u e  j u d g m e n t s  w h i c h  c i t i z e n s  f o r m i n g  
th a t  c o r p o r a t i o n  h a v e  m a d e .  A n d  t h e r e  is a f u r t h e r  p r o b l e m ,  
w h i l e  C a l i f o r n i a  h a s  a t t e m p t e d  to m a k e  v a l u e  j u d g m e n t s  a n d  i m p o s e  
t h e m  on c i t i z e n s ,  the s c a n d a l  is t h a t  p e o p l e  t h e n  s i m p l y  l e a v e  
the s t a t e  a n d  f o r e i g n  i n c o r p o r a t e .  T h e y  c o m e  b a c k  as O r e g o n  
c o r p o r a t i o n s .  T h e y  c o m e  b a c k  a c r o s s  t h e  s t a t e  l i n e  as  N e v a d a
c o r p o r a t i o n s .  A n d  no it w a s  d e e m e d  t h a t  t h i s  w a s  p r o b a b l y  not 
th e  b e s t  t h i n g  t o  a t t e m p t ,  a n d  t h a t  the a t t e m p t  in the s t a t e
t h a t ' s  p u r s u i n g  it  i s n ' t  w o r k i n g .  S o  in t h a t  r e s p e c t ,  a l t h o u g h  
y o u ' l l  see the C a l i f o r n i a  c o r p o r a t i o n  c o d e  h a s  h a d  a s i g n i f i c a n t  
i m p a c t  on m a n y  of the p r o v i s i o n s  of t h i s  r e c o m m e n d e d  l e g i s l a t i o n ,  
the b a s i c  t h i n g  t h a t  the C a l i f o r n i a  c o r p o r a t i o n  c o d e  is k n o w n  for
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is n o t  c a r r i e d  f o r w a r d  h e r e .  It is p o s  Lble to fo r m  a
c o r p o r a t i o n  in A l a s k a  w h i c h  is e v e r y  b i t  as straight.laced as a 
c o r p o r a t i o n  m a n d a t e d  u n d e r  C a l i f o r n  r lav/. T h a t  is a v a l u e  
j u d g m e n t  t h a t  c i t i z e n s  c a n  m a k e .  It is n o t  a v a l u e  j u d g m e n t  t h a t
t h e  l e g i s l a t u r e  v/ould be m a k i n g  for you. N o w  w i t h  r e g a r d  to
A r t i c l e  4 on c o r p o r a t e  f i n a n c e .  H e r e  A l a s k a  l a w  w a s  d e e m e d  to be
f l a w e d  in a m a n n e r  t h a t  is true of v i r t u a l l y  e v e r y  state. 
L a w y e r s , a t  l e a s t  in m y  e x p e r i e n c e  of b e i n g  o n e  a n d  t e a c h i n g  
o t h e r s  for a l o n g e r  p e r i o d  of t i m e  t h a n  I l i k e  to r e c o l l e c t ,  
g e n e r a l l y  m a k e  a c a r e e r  d e c i s i o n  to go i n t o  l a w  s o m e t i m e  a f ter 
t h e y  l e a r n  t h a t  t h e y  h a v e  no a p t i t u d e  w h a t s o e v e r  for a r i t h m e t i c ,  
l e t  a l o n e  m a t h e m a t i c s .  T h e  c o n s e q u e n c e  is t h a t  m o s t  l a w y e r s  
c a n n o t ,  i n c l u d i n g  m y s e l f ,  b a l a n c e  a c h e c k b o o k .  A n d  .lawyers a r c  
h o r r i f i e d  b y  c o n c e p t s  o f  a c c o u n t i n g .  T h e r e f o r e ,  over the y e a r s  
w e  h a v e  s o r t  of d e v e l o p e d  our o w n  a c c o u n t i n g  t e c h n i q u e s .  B e c a u s e  
o v e r  the y e a r s  v/e h a v e  h a d  p e r h a p s  a b i g g e r  v o i c e  t h a n  v/e s h o u l d  
h a v e  w h i s p e r i n g  in t h e  e a r s  of e l e c t e d  r e p r e s e n t a t i v e s  a n d  
p e o p l e ,  our v e r s i o n s  of the m y t h s  of a c c o u n t i n g  r a t h e r  t h a n  t h e  
a c c o u n t i n g  p r o f e s s i o n  hcive b e g u n  to c r e e p  i n t o  the lav/. A l a s k a ' s  
c u r r e n t  c o r p o r a t i o n  l a w  s u f f e r s  f r o m  p e r h a p s  a t e r m i n a l  ca s e  of 
l a w y e r - a c c o u n t i n g  t e r m s .  O n e  of the m a j o r  t h i n g s  w h i c h  
c o r p o r a t i o n s  m u s t  w o r r y  a b o u t  if t h e y  a r e  to b e h a v e  in a s o c i a l l y
r e s p o n s i b l e  m a n n e r ,  s i n c e  t h e y  are g i v e n  the p r e s u m p t i o n  of
l i m i t e d  l i a b i l i t y .  If I f o r m  a c o r p o r a t i o n ,  my c r e d i t o r s  a n d  
e v e n  v i c t i m s  of c a l a m a t i e s  s u c h  as  t o r t s  m u s t  look o n l y  to the 
a s s e t s  of t h e  c o r p o r a t i o n ,  n o t  to my o w n  p e r s o n a l  a s s e t s .  
C i r c u m s t a n c e s  a r e  i m p o r t a n t  to the state, a l l  p e o p l e  v/ho c o m e  
i n t o  c o n t a c t  w i t h  c o r p o r a t i o n s .  W ell, t h e n  w h a t  a s s e t s  m u s t  I 
l e a v e  w i t h  the c o r p o r a t e  e n t i t y ?  w h a t  a c c o u n t i n g  p r i n c i p l e s  m u s t  
I o b s e r v e  in k e e p i n g  the b o o k s  of t h e  c o r p o r a t i o n ?  T h e  l a w  h a s  
a l w a y s  b e e n  i n t e r e s t e d  in t h i s  q u e s t i o n .  B u t  the p r o b l e m  is t h a t  
v/e a l l o w e d  a g u l f  to g r o w  b e t w e e n  w h a t  t h e  l a w  s e e m e d  to be 
s u g g e s t i n g  a n d  w h a t  a c c o u n t a n t s  w e r e  t e l l i n g  p e o p l e  a r e  the 
i n t e l l i g e n t  w a y  to p a r s e  t h r o u g h  m a t t e r s  a n d  to r e s o l v e  t h e m  on 
t h e  b o o k s  a n d  r e c o r d s  of a c o r p o r a t e  e n t i t y .  C a l i f o r n i a  b r o k e  
n e w  g r o u n d  in 1 9 7 7  w h e n  .it: s a i d  t h a t  .it w o u l d  a b o l i s h  all
c o n c e p t s  of l e g a l  a c c o u n t i n g .  It w o u l d  s u b s t i t u t e  s o m e  s t r a i g h t ,  
c o m m o n  s e n s e  i d e a s  as  to w h e n  a c o r p o r a t i o n  c o u l d  p a y  a 
d i v i d e n d .  A  c o r p o r a t i o n  c o u l d  p a y  a d i v i d e n d  w i t h i n  t h e  
d i s c r e t i o n  of t h e  b o a r d  of d i r e c t o r s  a t  a n y  tic.;; s o  l o n g  as the 
a s s e t s  of the c o r p o r a t i o n  e q u a l  the l i a b i l i t i e s  of t h e
c o r p o r a t i o n  w i t h  the p r o t e c t i v e  r a t i o  of $ 5 .00 in a s s e t s  to e v e r y  
$ 4.00 in l i a b i l i t i e s .  A  v e r y  s i m p l e  c o n c e p t  to u n d e r s t a n d .  
T h e r e  are n o  l o n g e r  r e d u c t i o n  s u r p l u s ,  e a r n e d  s u r p l u s ,  all of the 
n o t i o n s  w h i c h  l a w y e r s  h a v e  i n v e n t e d  ov e r  the y e a r s .  It ' s  a v e r y  
s i m p l e  idea. If v/e a r e  g o i n g  t:o m a k e  a d i s t r i b u t i o n ,  w h e t h e r  we 
m a k e  it in m o n e y ,  w h e t h e r  v/e m a k e  it in c o r p o r a t e  p r o p e r t y  to 
s h a r e h o l d e r s ,  v/e h a v e  w h a t  is c a l l e d  the r a t i o  of a s s e t s  to 
l i a b i l i t i e s  w h i c h  m u s t  be m a i n t a i n e d .  T h i s  b i l l  a d o p t s  w h a t  is 
t u r n i n g  o u t  to b e  o n e  of t h e  m o s t  s u c c e s s f u l  dccomp.Ii cat io n s  of 
c o r p o r a t e  .life w h i c h  w a s  d o n e  in C a l i f o r n i a .  It a l s o  f o l l o w s  bo t h
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C a l i f o r n i a  a n d  n o w  N e w  Y o r k  in s a y i n g  th a t  in c o m p l y i n g  w i t h  the 
l a w f t h a t  so l o n g  as a c o r p o r a t i o n  k e e p s  its b o o k s  a n d  r e c o r d s  in 
a m a n n e r  w h i c h  r e f l e c t s  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  
h e  h a s  c o m p l i e d  w i t h  the law. S o  w e  l e a v e  to the a c c o u n t i n g  
p r o f e s s i o n  a n d  n o t  to m y  b r o t h e r s  a n d  s i s t e r s - i n - l a w  the 
d e t e r m i n a t i o n  as  to v/hat is the b e s t  w a y  for t h a t  c r a f t  a n d  
s c i e n c e  to p r o c e e d  to a d v i s e .  So a c c o u n t i n g  is l e f t  to 
a c c o u n t a n t s ,  b u t  w e  m a k e  a s i m p l e  v a l u e  j u d g m e n t  to p r o t e c t  
p e o p l e .  I t ' s  t h i s  r a t i o  of l i a b i l i t i e s  to a s s e t s .  F i v e  d o l l a r s  
in a s s e t s  to fo u r  d o l l a r s .  Y o u  can m a k e  a n y  d i s t r i b u t i o n  y o u  
w a n t  so l o n g  as y o u  dc n o t  go  b e l o w  t h a t  floor. That, I think, 
w i l l  m a k e  it m u c h  e a s i e r  for p e o p l e  d e t e r m i n e d  to c o m p l y  v/ith the
l a w  to do so a n d  m a k e  the d e t e c t i o n  of t h o s e  few p e o p l e  w h o  a r e
d e t e r m i n e d  to e v a d e  the l a w  m u c h  e a s i e r .  N o w  w i t h  r e g a r d  to 
A r t i c l e  5, a m a j o r  q u e s t i o n  h a s  been, in e x i s t e n c e  for m a n y  
y e a r s .  V7hat a r e  the p r o p e r  p r e r o g a t i v e s  of s h a r e h o l d e r s  as 
o p p o s e d  to the d i r e c t o r s  a n d  o f f i c e r s  of the c o r p o r a t i o n s ?  Is it 
to b e  an A t h e n i a n  d e m o c r a c y ,  or is the b e t t e r  m o d e l  t h a t  y o u  
e l e c t  the d i r e c t o r s  a n d  y o u  v e s t  c o n t r o l  a n d  m a n a g e m e n t  of the 
c o r p o r a t e  e n t i t y  d u r i n g  the p e r i o d  of t e n u r e  of t h e i r  t e r m s  in 
t h e  i n d i v i d u a l s ?  A r t i c l e  5 h a s  a d e f a u l t  p r o v i s i o n  t h a t  the 
p o w e r s  of c o n t r o l  a n d  m a n a g e m e n t  of the c o r p o r a t i o n  a r e  v e s t e d  in 
t h e  board. H o w e v e r ,  a c o r p o r a t i o n  m a y  by t h e  t e r m s  of its
a r t i c l e s  m o d i f y  t h i s  p r e s u m p t i o n  a n d  c o n f e r  g r e a t e r  p r e r o g a t i v e s  
u p o n  s h a r e h o l d e r s .  If it is g o i n g  to do that, h o w e v e r ,  it m u s t  
do  it b y  a n  a f f i r m a t i v e  p r o v i s i o n  in t h e  a r t i c l e s  of
i n c o r p o r a t i o n .  T h e  t h r u s t  of A r t i c l e  5 is to e n s u r e  t h a t  
s h a r e h o l d e r s  h a v e  a c e s s  to r e l i a b l e  a n d  u p - t o - d a t e  i n f o r m a t i o n  as 
to the c o n d i t i o n  a n d  r e c o r d  of  a c c o m p l i s h m e n t  or f a i l u r e  of the
p e o p l e  th e y  h a v e  e l e c t e d  to be  t h e  d i r e c t o r s  of the c o r p o r a t i o n .
Y o u  w i l l  n o t i c e  t h a t  for the f i r s t  time w o  w o u l d  s t a n d a r d i z e  
n o t i c e  r e q u i r e m e n t s .  tinder c u r r e n t  law, o n e  of the d e f e c t s  is
t h a t  w e  h a v e  n o  s t a n d a r d i z a t i o n  of n o t i c e  r e q u i r e m e n t s .  For 
c e r t a i n  m a t t e r s ,  30 days' n o t i c e  is s u f f i c i e n t .  For o t h e r s ,  40 
d a y s  is r e o u i r e d .  U n d e r  t h i s  bill, n o t i c e  r e q u i r e m e n t s  are 
s t a n d a r d i z e d ,  a n d  it s h o u l d  m a k e  p e o p l e  w h o  a r e  d e t e r m i n e d  to 
e v a d e  it m u c h  e a s i e r  to f e r r e t  out. So a g a i n  the act r e f l e c t s  
t h e  c o m m i s s i o n ' s  v a l u e  j u d g m e n t  t h a t  t h e  b a s i c  p o l i c y  or p o w e r  
b e t w e e n  s h a r e h o l d e r s  on the o n e  h a n d  a n d  d i r e c t o r s  on the o t h e r
t h a t  the a c t  s h o u l d  s p e c i f y  w h a t  s h o u l d  be t h a t  r a t i o  or
r e l a t i o n s h i p  if the p a r t i e s  d o n ' t  w i s h  to c h a n g e  it. B u t  if t h e y  
do w i s h  to m a k e  a d i f f e r e n t  a r r a n g e m e n t ,  if t h e y  p u t  it in the 
a r t i c l e s  t h e y  a r e  f r e e  to do so. A r t i c l e  f d e a l s  w i t h  the 
p r e r o g a t i v e s  a n d  r e s p o n s i b i l i t i e s  of o f f i c e r s  a n d  d i r e c t o r s .  
H e r e  I t h i n k  y o u ' l l  be v e r y  p l e a s e d  to see t h a t  for the v e r y  
f i r s t  ti m e  w e  h a v e  a s t a t u t o r y  d e f i n i t i o n  of t h e  d u t i e s  of c a r e  
a n d  d u t i e s  of l o y a l t y  w h i c h  d i r e c t o r s  a n d  o f f i c e r s  a r e  e x p e c t e d  
to obey. A t  the p r e s e n t  t i m e  in A l a s k a ,  it w o u l d  be a m a t t e r  of 
c o n j e c t u r e  v/hat the A l a s k a  .Supreme C o u r t  w o u l d  e v e n t u a l l y  say
w i t h  the c o n t e n t  of t h o s e  .important d u t i e s .  ,f,hi s m a k e s  it
d i f f i c u l t  for an i n d i v i d u a l  w h o  is e m b a r k i n g  u p o n  t h e  c a r e e r  of
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b e i n g  a c o r p o r a t e  d i r e c t o r ,  p e r h a p s  out of a c c o m m o d a t i o n  to 
f r i e n d s ,  a n d  m a n y  s m a l l  c o r p o r a t i o n s  k n o w  e x a c t l y  w h a t  it  is I a m  
ejipected to do, a p e r i l  of l a t e r  on b e i n g  h e l d  a c c o u n t a b l e  for 
n o t  h a v i n g  clone it. A n o t h e r  i m p o r t a n t  f e a t u r e  of t h i s  b i l l  w h i c h  
h a s  r e c e i v e d  w i d e  s u p p o r t  by  t h o s e  p e o p l e  v/ho h a v e  r e a d  it, is 
S e c t i o n  435. S e c t i o n  435 for t h e  f i r s t  time in A l a s k a  s u b j e c t s  
s h a r e h o l d e r  d e r i v a t i v e  c a u s e s  of a c t i o n  to s t a t u t o r y  r e g u l a t i o n .  
A l a s k a  p r e s e n t l y  h a s  the d u b i o u s  d i s t i n c t i o n  of b e i n g  one of two 
A m e r i c a n  j u r i s d i c t i o n s  w h i c h  h a s  n o  s t a t u t o r y  r e g u l a t i o n  of the 
d e r i v a t i v e  suit. T h i s  is a s u i t  in w h i c h  a s h a r e h o l d e r  c o m e s  
f o r w a r d  a n d  b r i n g s  a c a u s e  of a c t i o n  t h a t  a l l e g e s  t h a t  n o t  I, the 
s h a r e h o l d e r ,  h a v e  b e e n  i n j u r e d  b u t  t h a t  the c o r p o r a t i o n  h a s  b e e n  
i n j u r e d .  A n d  I as a s h a r e h o l d e r  a p p o i n t  m y s e l f  to l i t i g a t e  th i s  
m a t t e r  on b e h a l f  of the c o r p o r a t i o n .  T h e  t e n s i o n  b e t w e e n  the 
p r e r o g a t i v e s  of t h e  i n c u m b e n t  d i r e c t o r s  of the c o r p o r a t i o n  to 
m a k e  t h a t  d e c i s i o n  a n d  to c o n t r o l  th a t  l i t i g a t i o n  a n d  the r i g h t s  
of a s h a r e h o l d e r  to s a y  t h a t  I a m  g o i n g  to e l b o w  m y  w a y  in t o  the 
p i l o t ' s  s e a t  in t h i s  p l a n e  for the n e x t  s e v e r a l  y e a r s ,  is a v e r y  
i m p o r t a n t  o n e  b e c a u s e  it m a y  b e  t h a t  t h e r e  is c o r r u p t i o n  a t  t h e  
b o a r d  level. M a y b e  t h e r e  is not. I u r g e  y o u r  v e r y  c a r e f u l  
a t t e n t i o n  to S e c t i o n  43 5 to p o i n t  o u t  th a t  I b e l i e v e  y o u  w o u l d  
f i n d  t h a t  y o u  w o u l d  go f r o m  h a v i n g  no s t a t u t o r y  r e g u l a t i o n  on 
t h i s  i m p o r t a n t  s u b j e c t  to h a v i n g  o n e  of the m o s t  b a l a n c e d ,  
c o m p r e h e n s i v e  r e g u l a t i o n s  of t h e  s u b j e c t  in t h i s  c o u n t r y .  
S e c t i o n  435, t h e r e f o r e ,  is an  i m p o r t a n t  i n n o v a t i o n .  A r t i c l e  7 is 
r a t h e r  t e c h n i c a l  i n  n a t u r e .  It d e a l s  w i t h  the q u e s t i o n  of h o w  v/e 
go a b o u t  m a k i n g  a m e n d m e n t s  a n d  c h a n g e s  to t h e  a r t i c l e s  of 
i n c o r p o r a t i o n .  A g a i n ,  it s t a n d a r d i z e s  p r o c e d u r e s  a n d  f o r c e s  t h e  
a t t e n t i o n  of t h o s e  w h o  w i s h  to c h a n g e  the b a s i c  f o r m a t  of a 
c o r p o r a t i o n  i n t o  d o i n g  it by w a y  of a m e n d i n g  the a r t i c l e s  so that*, 
t h e r e  is r e g u l a r i t y .  A n d  a g a i n  so t h a t  p o t e n t i a l  i n v e s t o r s  
i n t e r e s t e d  in t h e  c o r p o r a t e  e n t i t y  e.r.n lo o k  at the a r t i c l e s  of 
i n c o r p o r a t i o n  a n d  h a v e  n o t  o n l y  an h i s t o r i c a l  i m p r e s s i o n  of w h a t  
the c o r p o r a t i o n  w a s  l i k e  in y e s t e r y e a r ,  b u t  an a c c u r a t e ,  m o d e r n  
i m p r e s s i o n  of w h e r e  the p o w e r  w i t h i n  t h i s  c o r p o r a t i o n  is 
c u r r e n t l y  b e i n g  d i s t r i b u t e d .  A r t i c l e  0 is g o i n g  to be a m a t t e r  
of g r e a t  i n t e r e s t  to your c o n s t i t u e n t s ,  it d e a l s  w i t h  whnt; a r e  
c a l l e d  o r g a n i c  c h a n g e s .  In e s s e n c e ,  m e r g e r s ;  c o n s o l i d a t i o n s ;  
s h a r e  e x c h a n g e s ;  s a l e  of a l l  the c o r p o r a t e  a s s e t s  o t h e r  t h a n  in 
the u s u a l  c o u r s e  of b u s i n e s s .  A s  e a c h  of us is a w a r e ,  t h e  U n i t e d  
S t a t e s  r i g h t  n o w  is g o i n g  t h r o u g h  w h a t  is c a l l e d  a m e r g e r  craze. 
C o r p o r a t i o n s  a r e  a p p e a r i n g  to be a t t r a c t i v e  t a k e o v e r  c a n d i d a t e s  
by i n d i v i d u a l s  w h o  m a y  or m a y  n o t  h a v e  l e g i t i m a t e  d e s i r e s  or 
d e s i r e s  w h i c h  w o u l d  a d v a n c e  t h e  i n t e r e s t  of s h a r e h o l d e r s  s h o u l d  
t h e y  be  in a p o s i t i o n  to s e i z e  c o n t r o l  of t h e  b o a r d  of 
d i r e c t o r s .  A t  the p r e s e n t  time, A l a s k a  law is v e r y  u n c l e a r  as to 
t h e  r e s p e c t i v e  r o l e s  of i n c u m b e n t  b o a r d s  as o p p o s e d  to 
s h a r e h o l d e r s .  And, t h e r e f o r e ,  A l a s k a  c o r p o r a t i o n s  l o o k  
v u l n e r a b l e  to i n d i v i d u a l s  v/ho a r e  d e t e r m i n e d  to l a u n c h  a t a k e o v e r  
bid. A r t i c l e  0 c l e a r l y  d e f i n e s  the p r e r o g a t i v e s  of e x i s t i n g  
m a n a g e m e n t  a n d  the s h a r e h o l d e r s  of a c o r p o r a t i o n  w i t h  r e s p e c t  to
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A r t i c l e  8 d o e s  is v e s t  w i t h  t h e  e x i s t i n g  b o a r d  t h e  pov __ 
t he t e r m s  of a m e r g e r ,  a c o n s o l i d a t i o n ,  a s h a r e  e x c h a n g e ,  or 
of a s s e t s  in a n  e x t r a o r d i n a r y  t r a n s a c t i o n .  A n d  t h e n  r e q u i r e  
t w o - t h i r d s  a p p r o v a l  b y  t h e  s h a r e h o l d e r s  of t h e  c o r p o r a t i o n  in 
o r d e r  to a p p r o v e .  T h i s  s h o u l d  b r i n g  A l a s k a  c o r p o r a t i o n s  into 
- * - w i t h  C a l i f o r n i a  a n d  N e w  Y o r k  a n d  o t h e r  m a j o r  s t a t e s  w h i c h

s h a r e h o l d e r s  a n d  e x i s t i n g  m a n a g e m e n t  w o u l d  s i m p l y  be  s u b v e r t e d  
a n d  b r u s h e d  a s i d e .  R e f o r m  n e e d s  to be t a k e n  i n  A l a s k a  in th i s  
a r e a .  I w o u l d  h o p e  t h a t  y o u  w o u l d  be s a t i s f i e d  w i t h  the 
c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  w h i c h  a r e  e m b o d i e d  i n  A r t i c l e  8 . 
A r t i c l e  9, d e a l i n g  w i t h  d i s s o l u t i o n ,  is v e r y  i m p o r t a n t  b e c a u s e  of 
t he c h a n g e s  t h a t  h a v e  b e e n  m a d e  in  the f e d e r a l  b a n k r u p t c y  law. 
It c o o r d i n a t e s ' w i t h  m o d e r n  f e d e r a l  b a n k r u p t c y  law a n d  c r e a t e s  for 
t h e  A l a s k a  j u d i c i a r y  a far m o r e  s e n s i b l e  a p p r o a c h  to p r o t e c t i n g  
t he r i g h t s  of  c r e d i t o r s  as  w e l l  as the r i g h t s  of s e n i o r  
s h a r e h o l d e r s  in t h e  e v e n t  t h a t  a c o r p o r a t i o n  g o e s  to e i t h e r  
v o l u n t a r y  or i n v o l u n t a r y  d i s s o l u t i o n .  It a l s o  c o n t a i n s  so m e  v e r y  
i n n o v a t i v e ,  a n d  I t h i n k ,  u s e f u l  p r o v i s i o n s  t h a t  d e a l  w i t h  g i v i n g  
s h a r e h o l d e r s  v/ho a r e  b e i n g  o p p r e s s e d  or f r o z e n  o u t  of the r o l e  of 
m a n a g e m e n t  or i n c o m e  w h e r e  o t h e r  s h a r e h o l d e r s  a r e  b e i n g  a f f o r d e d  
s u c h  p r e r o g a t i v e e s  a r i g h t  in the f i n a l  a n a l y s i s  to p e t i t i o n  for 
i n v o l u n t a r y  d i s s o l u t i o n  in o r d e r  t h a t  the g r i e v a n c e  w h i c h  w o u l d  
h a v e  to ri s e  to t h e  l e v e l  of a v e r y  s e r i o u s  g r i e v a n c e  to g e t  the 
a t t e n t i o n  of A l a s k a  c o u r t s .  Aga i n ,  t h e s e  a r e  n o t  n e w  ideas. 
T h e y  m i g h t  be t h e  f i n a l  d e c i s i o n  of the A l a s k a  S u p r e m e  C o u r t  if 
s o m e o n e  w e r e  to s p e n d  $ 1 0 0 , 0 0 0  l i t i g a t i n g  that. B u t  if y o u  e n a c t
t h i s  bill, all A l a s k a n s      u “-
gov< 
quc:
V/hi i 
h a v e
w i l l  be a v a i l a b l e  to  a n y  m e m b e r  of e i t h e r  b o d y  a n d  s t a f f  
m e m b e r s .  I a m  p r e p a r e d  n o w  to a n s w e r  any q u e s t i o n s  w h i c h  a n y  
m e m b e r s  of the c o m m i t t e e  m a y  h ave.

R O D E Y :  Mr. P e s t i n g e r .

P E S T I N G E R :  T h a n k  y o u ,  S e n a t o r  R o d e y .  P r o f e s s o r  F e s s l e r ,  
to m e  th i s  is a r e a l l y  e x c e l l e n t  a r t i c u l a t i o n  of t h e  r i g h t s  a n d  
d u t i e s  a n d  o b l i g a t i o n s  so t h a t  it  g i v e s  our l a r g e r  c o r p o r a t e  
p a r t i c i p a n t s  a c l e a r e r  u n d e r s t a n d i n g  of w h e r e  t h e y  stand, w h i c h  
is so e s s e n t i a l  to d o i n g  b u s i n e s s .  But w h a t  I a m  w o n d e r i n g  
a b o u t ,  though, i s  w h a t  b u r d e n  t h i s  a p p r o a c h  m a y  p l a c e  u p o n  the 
s m a l l e r  m o m  a n d  p o p  f a m i l y  c o r p o r a t i o n ,  To me, if I h a d  su c h  a 
b u s i n e s s  I c o u l d  n o t  e n g a g e  in c o r p o r a t e  l a w  c o m f o r t a b l y  w i t h o u t  
tne a s s i s t a n c e  of c o u n s e l .  Do y o u  t h i n k  t h a t  th i s  p a c k e t  
n e c e s s i t a t e s  t h e  a s s i s t a n c e  of  c o u n s e l  as a l m o s t  a m a n d a t e  n o w
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for a n y o n e  t h a t  d o e s  b u s i n e s s  in „he c o r p o r a t e  f o r m ?  In o t h e r  
w o r d s ,  I a m  w o n d e r i n g ,  I s e e  t h e  n e e d  for -this in C a l i f o r n i a  a n d  
N e w  y o r k ,  a n d  I see the n e e d  for t h i s  in A l a s k a  w i t h  t h a t  l e v e l  
of c o r p o r a t i o n s  t h a t  w e  d e a l  w i t h .  B u t  h o w  a b o u t  t h a t  o t h e r  
l e v e l  t h a t  a r e  j u s t  k i n d  of, t h e y  g e t  t h eir a r t i c l e s  p u n c h e d  o u t  
a n d  t h e y  a s k  t h e i r  l a w y e r  to h e l p  t h e m  w i t h  t h e  m i n u t e s ,  a n d  t h e y  
l o o k  a t  the S u p r e m e  C o u r t  t h a t  s a y s  t h a t  the o n l y  w a y  y o u  p i e r c e  
the c o r p o r a t e  v e i l  is w i t h  a n  i n d i c i a  of f r a u d .  S o  t h e y  aro­
u s i n g  a w h o l e  d i f f e r e n t  s t a n d a r d  of o p e r a t i o n .  I m e a n  t h i s  is 
r e a l l y  s u b s t a n t i a l .  Do y o u  t h i n k  it m i g h t  h a v e  a n e g a t i v e  e f f e c t  
on t h a t  s m a l l  f a m i l y  b u s i n e s s ?

F E S S L E R :  In t e r m s  of c o s t  of d o i n g  b u s i n e s s  in the
c o r p o r a t e  form, I t h i n k  it w i l l  h a v e  the o p p o s i t e  e f f e c t .  R i g h t  
now, m a n y  s m a l l  b u s i n e s s e s  p r o b a b l y  a r e  c o m i n g  i n t o  c o r p o r a t e  
e x i s t e n c e  w i t h o u t  t h e  a s s i s t a n c e  of c o u n s e l  a t  ali. P e o p l e  a r e  
g o i n g  out a n d  b u y i n g  l i t t l e  k i t s  for $49 . 9 5  t h a t  c o n t a i n  f o r m s  
t h a t  t h e y  fill in a n d  s e n d  to the sta t e .  T h e y  a r e  o b l i v i o u s  to 
the l e g i s l a t u r e ' s  r e q u i r e m e n t  t h a t  t h e y  fi l e  b i a n n u a l  r e p o r t s  to 
the l e g i s l a t u r e .  T h e y  a r e  n o t  d o i n g  so. T h e y  a r e  in d a n g e r  of 
h a v i n g  t h e i r  a r t i c l e s  a n d  t h e i r  c o r p o r a t e  s t a t u s  d i s s o l v e d  by the 
c o m m i s s i o n  b e c a u s e  t h e  l e g i s l a t u r e  h a s  p r e s c r i b e d  t h a t  a s  t h e  
p e n a l t y  for n o t  f i l i n g  r e p o r t s .  A n d  o n e  of the b a s i c  
d i f f i c u l t i e s  w i t h  t h i s  s i t u a t i o n  w i l l  a l w a y s  be p e o p l e  v/ho, to 
use y o u r  e x a m p l e ,  a t w o - p e r s o n  c o r p o r a t i o n ,  d e c i d e s  for o n e  
re a s o n  or a n o t h e r  t h a t  t h e y  s h o u l d  do b u s i n e s s  in t h e  c o r p o r a t e  
form, a n d  t h e n  h a v i n g  d o n e  t h a t  th e y  f o r g e t  a b o u t  it. T h e y  d o n ' t  
o b s e r v e  a n y  of t h e  f o r m a l i t i e s  of c o r p o r a t e  e x i s t e n c e .  T h e y  
d o n ' t  k e e p  s e p a r a t e  b o o k s  a n d  r e c o r d s .  T h e y  d o n ' t  s e g r e g a t e  
t h e i r  a s s e t s  f r o m  t h e  a s s e t s  of t h e i r  c o r p o r a t i o n .  A n d  t h e y  
d o n ' t  f i l e  r e p o r t s .  N o w  t h e y  w o u l d  b e  in t r o u b l e  u n d e r  e x i s t i n g  
A l a s k a  law, sir. T h e y  w i l l  b e  in t r o u b l e  u n d e r  t h i s  bill. In 
the s e n s e  t h a t  w h e n  the S t a t e  of A l a s k a  c o n f e r s  a c o r p o r a t e  
c h a r t e r  on s o m e o n e ,  w h e t h e r  or n o t  t h e y  h a v e  s e n t  ?•'9.95 o f f  to 
s o m e b o d y  w h o  a d v e r t i s e s  in e v e r y  a i r l i n e  m a g a z i n e ,  t h a t  y o u  d o n ' t  
n e e d  a l a w y e r  a n d  you, too, c a n  be a c o r p o r a t i o n  a n d  s o m e h o w  y o u  
w i l l  pay n o  i n c o m e  t a x  a n d  l i k e  me y o u  w i l l  t u r n  o u t  b e i n g  rich. 
T h e  o n l y  p e r s o n  t h a t ' s  p r o b a b l y  ever d o n e  t h a t  is t h e  i n d i v i d u a l  
w h o  w r o t e  t h a t  b ook, b e c a u s e  h e  is g e t t i n g  r i c h  b y  a l l  of the 
p e o p l e  w h o  w r i t e  in a n d  s e n d  t h e i r  $50. I t h i n k  t h i s  is the 
p r o b l e m  y o u ' l l  w a n t  to k e e p  in m i nd. W h a t  1 am s a y i n g  to all of 
y o u  is t h a t  t h i s  b i l l  is d e s i g n e d  in s u c h  a m a n n e r  that, a l t h o u g h  
it is a c o m p l i c a t e d  s u b j e c t  a n d  I w o u l d n ' t  s u g g e s t  a n y o n e  c o u l d  
w r i t e  a c o r p o r a t i o n  c o d e  t h a t  c o u l d  bo so o b v i o u s  t h a t  a n  
i n d i v i d u a l  c o u l d  m a k e  c a s u a l  r e f e r e n c e  to it a n d  n e v e r  n e e d  a n  
a t t o r n e y  so they c o u l d  g u i d e  t h e m s e l v e s  t h r o u g h  t h e  w o r l d  of 
m a i n t a i n i n g  a c o r p o r a t i o n ,  t h i s  b i l l  d o e s  o r g a n i s e  the law. It 
d o e s  r e s t a t e  t h e  law. It d o e s  h a v e  c o m m e n t s  w h i c h  a r e  d e s i g n e d  
to a s s i s t  p e o p l e  in u n d e r s t a n d i n g  t h e  law. M o t  o n e  of t h o s e  
f e a t u r e s  can be s a i d  a b o u t  c u r r e n t  A l a s k a  lav'. G o  t h e r e  w i l l  be 
a p r o b l e m  of p e o p l e  v/ho i n c o r p o r a t e  a n d  t h e r e a f t e r  r e g a r d  i t  as a
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l i t t l e  f l a g  of c o n v e n i e n c e  w h i c h  t h e y ' l l  f l y  so l o n g  as it's 
u s e f u l  a n d  w h i c h ,  on  t h e  d a y  th a t  it isn't, t h e y ' l l  j u s t  f o r g e t  
a b o u t  it. T h a t  w i l l  c o n t i n u e  to be a p r o b l e m  n o t  o n l y  in A l a s k a ,  
b u t  i n  C a l i f o r n i a .  It ' s  t r u e . in N e v a d a .  I t ' s  t r u e  i n  W y o m i n g
w h e r e  I w a s  r e a r e d .  I t ' s  a m a j o r  s o c i a l  p r o b l e m  w e  have. P e o p l e
v/ho i n c o r p o r a t e  w i t h  n o  i d e a  t h a t  t h e r e  a r e  r e s p o n s i b i l i t i e s  a s  
w e l l  as p r i v i l e g e s  for t a k i n g  on t h a t  s t a t u s .  Now, f o r t u n a t e l y ,  
t h e  f e d e r a l  t a x  lav? w h i c h  in y e a r s  g o n e  by  c a u s e d  p e o p l e  to 
b e l i e v e  t h a t  t h e y  c o u l d  p a y  l e s s  i n c o m e  t a x  b y  s o m e h o w  b e c o m i n g  a 
c o r p o r a t i o n ,  h a v e  b e c a u s e  of  m o v e m e n t s  u n d e r t a k e n  f i r s t  b y  t h e  
a d m i n i s t r a t i o n  of P r e s i d e n t  C a r t e r  a n d  n o w  of g r e a t e r  e m p h a s i s  
d u r i n g  the a d m i n i s t r a t i o n  of P r e s i d e n t  P.eagan. A s  y o u  know, t h e  
m a r g i n a l  i n c o m e  t a x  on i n d i v i d u a l  i n c o m e  h a s  n o w  b e e n  r e d u c e d  
f r o m  a m a x i m u m  of 705 n o w  to w h e r e  it is v e r y  c l o s e  to t h e  t o p
c o r p o r a t e ,  t h e r e  is o n l y  a two p e r c e n t  s p r e a d .  B u t  I s t i l l  f i n d
t h a t  m a n y  p e o p l e  b e l i e v e  t h a t  t h e y  a r e  g o i n g  to get s o m e  
t r e m e n d o u s  tax b e n e f i t  by b e c o m i n g  a c o r p o r a t i o n .  W h a t  t h e y  do, 
of c o u r s e ,  is e v e n t u a l l y  w i n d  u p  in a h e l l a c i o u s  t a x  audit. T h e y  
f i n d  a n d  the i n d i v i d u a l  w h o  w r o t e  the $49 b o o k  a n d  g a v e  y o u  the 
f o r m  n e v e r  a c c o m p a n i e s  y o u  to t h a t  a u d i t  b e c a u s e  h e  is l i v i n g  in 
B i m i n i .

R O D E Y :  R e p r e s e n t a t i v e  K o p o n e n .

K O P O N E N :  I w a s  i n t e r e s t e d  in S e c t i o n  403 w h i c h  do e s
c r e a t e  a l i a b i l i t y  for the o f f i c e r s  of the c o r p o r a t i o n ,  a n d  I ' m  
n o t  u p  on  c o n t r a c t  l a w  a n d  o n e  of y o u r  n o t e s ,  in t e r m s  of a n y  
w r i t t e n  c o n t r a c t  t o  m o d i f y  or e l i m i n a t e  the l i a b i l i t y  c r e a t e d  by 
t h i s  s e c t i o n ,  w h a t  h a p p e n s  to ch a t  l i a b i l i t y ,  is it t r a n s f e r r e d  
or . . .

F E S S L E R :  L e t  m e  e x p l a i n  t o  a l l  of t h e  m e m b e r s .  S e c t i o n  
403, g e n t l e m e n ,  a p p e a r s  at p a g e  67 of t'ne d r a f t  in f r o n t  of  yo u .  
S e c t i o n  430 r e l a t e s  a l s o  to Rep. P e s t i n g e r ' s  q u e s t i o n .  O n e  of 
the r e a s o n s  t h a t  p e o p l e  i n c o r p o r a t e  is to a c h i e v e  f r o m  the S t a t e  
of A l a s k a  a p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y .  Now t h i s  
p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y  m e a n s  t h a t  to a l l  i n d i v i d u a l s  
v/ho do b u s i n e s s  w i t h  t h e  e n t i t y  w h i c h  is i n c o r p o r a t e d ,  t h e y  a r e  
to l o o k  o n l y  to t h e  a s s e t s  w h i c h  the i n d i v i d u a l s  v/ho i n c o r p o r a t e d  
h a v e  l e f t  w i t h  t h e  c o r p o r a t i o n  to s a t i s f y  t h e i r  cla i m .  T h i s  is 
t r u e  w h e t h e r  t h o s e  i n d i v i d u a l s  h a v e  m a d e  c o n t r a c t u a l  
r e l a t i o n s h i p s  w i t h  the c o r p o r a t i o n  or w h e t h e r  t h e y  h a v e  e n t e r e d  
i n t o  a n  a c c i d e n t a l  i n j u r y  s i t u a t i o n ,  a tort. S e c t i o n  408 is 
c a l l e d  s e c o n d a r y  l i a b i l i t y  of d i r e c t o r s  a n d  o f f i c e r s .  It w a s  
r e f l e c t e d  a f t e r  l e n g t h y  d i s c u s s i o n s  a m o n g  m e m b e r s  of the 
c o m m i s s i o n ,  a f e e l i n g  t h a t  for s m a l l  c r e d i t o r s  of c o r p o r a t i o n s ,  
e m p l o y e e s ,  t r a d e s m e n ,  m a t e r i a l m e n ,  s u p p l i e r s ,  i n d i v i d u a l s  w h o  
g e n e r a l l y  h a v e  a c r e d i t  r e l a t i o n s h i p  to  a c o r p o r a t i o n  w h i c h  is 
n o t  r e d u c e d  to w r i t i n g ,  t h a t  t h e s e  i n d i v i d u a l s  a r e  the y e a r  in 
a n d  y e a r  out, t h e s e  a r e  the i n d i v i d u a l s  v/ho p a y  the p r i s e  for 
c o r p o r a t e  e x i s t e n c e .  W h e n  c o r p o r a t i o n s  a r e  run so l o n g  as it is



c o n v e n i e n t  to t h e  i n d i v i d u a l s  v/ho f i n d  t h e y  a r e  t h e  o w n e r s  a n d  
t h e n  w h e n  t h e y  a r e  not, t h e y  are s i m p l y  a b a n d o n e d .  L a r g e  
i n s t i t u t i o n a l  l e nders, b a n k e r s ,  i n s u r a n c e  c o m p a n i e s ,  large 
c o n t r a c t i n g  c r e d i t o r s ,  w i l l  g e t  a l a w y e r  a n d  go out a n d  t h e y  w i l l  
q u o t e ,  a t t e m p t  to p i e r c e  the c o r p o r a t e  veil. A l a s k a ' s  c o m m o n  law 
o n  the c i r c u m s t a n c e s  in w h i c h  it w i l l  d i s r e g a r d  l i m i t e d  l i a b i l i t y  
is f o u n d  in o n l y  t h r e e  c a s e s  s i n c e  s t a t e h o o d .  T h o s e  c a s e s  do n o t  
h o l d  out' g r e a t  h o p e  t h a t  in t h e  a b s e n c e  of f r a u d  in a t r a n s a c t i o n  
t h a t  t h e  c o u r t  w o u l d  do. B u t  if y o u  h a v e  a c l a i m  for $1,000 in 
w a g e s  o w e d  to you, t h e r e  is r,io l a w y e r  w h o  is g o i n g  to be  a b l e  to 
s u c c e s s f u l l y  l a u n c h  t h a t  l a w s u i t .  If y o u  a r e  an i n d i v i d u a l  w h o  
s o l d  fi s h  to a r e s t a u r a n t  w h i c h  h a s  n o w  g o n e  out. of b u s i n e s s ,  arid 
t h e  o w n e r  h a s  m a r c h e d  o f f  l e a v i n g  y o u  u n p a i d  a n d  i t ' s  a $43,000 
a c c o u n t  r e c e i v a b l e ,  y o u  c a n n o t  g e t  a n y  m o d e r n  r e c o u r s e  at  all. 
S e c t i o n  488 for t h e  f i r s t  t i m e  to a v e r y  l i m i t e d  e x t e n t  s h i f t s  
t h a t  p r e s u m p t i o n .  It s a y s  t h a t  the office, s a r d  d i r e c t o r s  of a 
c o r p o r a t i o n  to the e x t e n t  t h a t  its a s s e t s  p r o v e  i n s u f f i c i e n t  to 
c o v e r  its l i a b i l i t i e s ,  h a v e  a l i a b i l i t y  to a c l a s s  of i n d i v i d u a l s  
w h o  a r e  d e f i n e d  as e m p l o y e e s  of t h e  c o r p o r a t i o n  as m a t e r i a l m e n ,  
t r a d e s m e n ,  e tc., p e o p l e  v/ho h a v e  e x t e n d e d  c r e d i t  on o p e n  a c c o u n t  
for u p  to $ 2 5 , 0 0 0  . N o w  t h i s  l i a b i l i t y ,  sir, is .not i n e v i t a b l e .  
T h e  s t a t u t e  c l e a r l y  c a y s  that: if I h a v e  a c o r p o r a t i o n  a n d  y o u  
h a v e  a f i s h i n g  f l e e t ,  a n d  y o u  a r e  s u p p l y i n g  it y  i n c o r p o r a t e d  
r e s t a u r a n t  w i t h  f r e s h  s a l m o n ,  t h a t  y o u  can be a p p r o a c h e d  by me  
s a y i n g  I w o u l d  l i k e  y o u  to a g r e e  in w r i t i n g  t h a t  in the e v e n t  
t h a t  t h i s  b u s i n e s s  f o l d s ,  my  r e s t a u r a n t ,  y o u  w o n ' t  l o o k  to m e  for 
t h e  l i a b i l i t y  w h i c h  e x i s t s  u n d e r  the law. It w o u l d  b e  a 
l i a b i l i t y  of u p  to $2 5 , 0 0 0 .  T h a t ' s  a l l  y o u  c o u l d  ev e r  r e c o v e r  
u n d e r  this. S o  for t h e  f i r s t  t i m e  t h e r e  w o u l d  be n n  i n c e n t i v e  in 
d e a l i n g  w i t h  t h e  s m a l l e s t  p e o p l e  in the m a r k e t p l a c e  w h o  a r e  the 
r e c u r r e n t  l i t t l e  m u l e s  on w h i c h  t h i s  b u s i n e s s  cf l i m i t e d  
l i a b i l i t y  i s  r i d d e n  out, y e a r  i n  a n d  y e a r  out, t h a t  t h e s e  p e o p l e  
w o u l d  h a v e  s o m e  r e l i e f  a n d  t h a t  t h e r e  w o u l d  be an i n c e n t i v e  to 
ta l k  a b o u t  t h i s  q u e s t i o n  of l i m i t e d  l i a b i l i t y .  A n d  th e n  if I can 
c o n v i n c e  y o u  t h a t  y o u  s h o u l d  g i v e  m e  a r e l a x a t i o n ,  a w a i v e r  of 
that, t h a t ' s  f ine. B u t  in the a b s e n c e  of a c o n t r a c t u a l  
m o d i f i c a t i o n ,  I w o u l d  h a v e  the r i g h t  to this.

K O P O N E N :  T h e  c o n t r a c t  th e n  is  b e t w e e n  the c r e d i t o r  a n d  
t h e  c o r p o r a t i o n ,  n o t  b e t w e e n  t h e  c o r p o r a t i o n  a n d  its d i r e c t o r s .

F E S S L E R :  T h a t ' s  a b s o l u t e l y  right. It's b e t w e e n  the
c o r p o r a t e  d e b t o r  a n d  its e m p l o y e e s ,  b e t w e e n  the c o r p o r a t e  d e b t o r  
a n d  i t s  m a t e r i a l m e n  or s u p p l i e r s .

K O P O N E N :  I t ' s  a v e r y  u s e f u l  s e c t i o n .  I k n o w  t h e r e  is a 
m a j o r  b u s i n e s s  p r o b l e m  i n  t h e  F a i r b a n k s  area, t h e s e  c o l l a p s i b l e  
c o r p o r a t i o n s .

F E S S L E R :  Mr. C h a i r m a n .
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C O W D E R Y : W o u l d  the e f f e c t  of this, w o u l d  i t  d i s c o u r a g e  
s a y  q u a l i f i e d  m a n a g e r s  f r o m  g e t t i n g  i n t o  t a k i n g  ov e r  a t r o u b l e  
c o r p o r a t i o n  th a t  w a s  h a v i n g  s o m e  p r o b l e m s ,  m a y b e  t h r o u g h  a la c k  
of e x p e r t i s e  in t h e  past, w o u l d  t h i s  d i s c o u r a g e  s o m e o n e  f r o m  
c o m i n g  in . . .

FESSLER:: W e l l ,  it w o u l d  c e r t a i n l y  g i v e  m e  pau s e .  M o w  
t h e r e  are t w o  t h i n g s  r e l e v a n t ,  sir, in t h e  b i l l .  First, if t h e  
c o r p o r a t i o n  is in a p r o c e s s  of d i s s o l u t i o n ,  o n e  of the w a y s  to 
a v o i d  d i s s o l u t i o n  u n d e r  the p r o v i s i o n s  of t h i s  b i l l  is for a 
c o u r t  to a p p o i n t  i n t e r i m  d i r e c t o r s  in o r d e r  to r e s o l v e  
d e a d l o c k s .  T h o s e  d i r e c t o r s  a r e  not s u b j e c t e d  to th i s  type of 
l i a b i l i t y .  So t h e  d i r e c t o r  v/ho is b r o u g h t  o n  b o a r d  to try a n d  
s t r a i g h t e n  t h i n g s  o u t  by c o u r t  o r d e r  is t h e  d i r e c t o r  v/ho is 
e x e m p t e d  by t h e  r e f e r e n c e  in t h e  b i l l  to o t h e r  t h a n  the d i r e c t o r s  
v/ho a r e  a p p o i n t e d  p u r s u a n t  to. M o w  t h a t  is o n e  p r o t e c t i o n .  
A n o t h e r  f a c tor, of c o u r s e ,  w o u l d  be t h a t  if a c o r p o r a t i o n  is in 
t r o u b l e ,  a n d  I a m  g o i n g  to s t e p  in a n d  a t t e m p t  to s a v e  it, one of 
t h e  t h i n g s  I ' d  w a n t  to do is be a w a r e  of S e c t i o n  488 a n d  go to 
t h e  c r e d i t o r s  a n d  say, I a m  w i l l i n g  to  c o m e  i n t o  t h i s  p i c t u r e  
o n l y  if y o u  a r e  w i l l i n g  to c o n t r a c t  to e x e m p t  m e  f r o m  a n y  
p e r s o n a l  l i a b i l i t y  t h a t  I w o u l d  incur. Yes, sir, it w o u l d  be 
s o m e t h i n g  t h a t  in t h e  h y p o t h e t i c a l  y o u  a d v a n c e  an  i n d i v i d u a l  
w o u l d  w a n t  to t a k e  i n t o  c o n s i d e r a t i o n .

RO D E Y :  if I m i g h t  i n t e r j e c t ,  t h a t  w o u l d  a p p l y  to
d i r e c t o r s  b u t  n o t  to e m p l o y e e s  of the c o r p o r a t i o n ?

F E S S L E R :  It h a s  no a p p l i c a t i o n  to e m p l o y e e s  a t  all. In 
fact, I s h o u l d  t e l l  y o u  t h a t  th i s  a p p e a r s  to b e  v e r y  novel, a n d  I 
w a n t  y o u  to u n d e r s t a n d  that it h a s  a g r e a t  q u a l i t y  of b e i n g  
n o v e l .  B u t  N e w  Y o r k  h a s  n e v e r  g i v e n  t o t a l  l i m i t e d  l i a b i l i t y  to 
a n y o n e .  A n d  if a n y b o d y  t r i e s  to c o m e  to y o u  a n d  say, my  God, if 
v/e a d o p t  t h i s  the w h e a l s  of c o m m e r c e  w i l l  g r i n d  to a halt., S i n c e  
18 4 3  w h e n  N e w  Y o r k  a d o p t e d  the f i r s t  g e n e r a l  i n c o r p o r a t i o n  
statutes, t h e  ten l a r g e s t  s h a r e h o l d e r s  in a H e w  Y o r k  c o r p o r a t i o n  
a r e  s u b j e c t e d  to l i a b i l i t y  in the e v e n t  the c o r p o r a t e  a s s e t s  
p r o v e  i n s u f f i c i e n t  to the c l a i m s  of all e m p l o y e e s .  N e w  Y o r k  h a s  
n e v e r  s t r i c k e n  t h a t  f r o m  the bo o k s ,  a n d  it lias n o t  p r e v e n t e d  the 
d e v e l o p m e n t  of t h e  E t a  he of N e w  Y o r k  a s  a c e n t e r  of c o m m e r c e .  
W h a t  v/e d i d  here, w a s  to say that in m a n y  A l a s k a n  c o r p o r a t i o n s  w o  
d i d n ' t  w a n t  to h a v e  t h e  l i a b i l i t y  on the ten l a r g e s t  s h a r e h o l d e r s  
b e c a u s e  t h a t  m i g h t  i n c l u d e  m a n y  v e r y  p a s s i v e  p e o p l e  v/ho r e a l l y  
h a v e  n o t h i n g  to d o  w i t h  t h e  w a y  in v/hich the b u s i n e s s  w a s  run. 
Go  p u t  the l i a b i l i t y  o n  the p e o p l e  w h o  a r e  b e i n g  paid, bhs 
o f f i c e r s ,  t h e  p r e s i d e n t ,  a n d  the s e c r e t a r y  a n d  the t r e a s u r e r .  
T h e y  a r e  t h e  d e f i n e d  o f f i c e r s  a n d  the d i r e c t o r s .  Th e y  a r e  n o t  
p a s s i v e ,  or they o u g h t n ' t  to be. 80 t h a t  is h o w  v e  w o u l d  d i f f e r  
f r o m  N e w  Y o r k  law. A n d  v/e h a v e  b r o a d e n e d  the e x p o s u r e ,  b e c a u s e  
in Hew Yo r k  the e x p o s u r e  is l i m i t e d  to c l a i m s  of e m p l o y e e s ,  a n d  
v/e b r o a d e n e d  it to i n c l u d e  the c l a i m s  of m a t e r i a l m e n  a n d
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s u p p l i e r s ,

C O W D E R Y :  In the p a s t  v/e h a v e  h a d  s o m e  of the N a t i v e
c o r p o r a t i o n s  v/ho h a v e  h a d  f i n a n c i a l  t r o u b l e s  a n d  h i r e d  two p e o p l e
to d i r e c t  t h e m  a n d  t u r n  it a r o u n d .  A n d  t h i s  is a n  a r e a  I w a s
w o n d e r i n g  a b o u t ,  if t h a t  w o u l d  b e  . . .

F E S S L E R :  I a p p r e c i a t e  the q u e s t i o n .  It is a n  i m p o r t a n t  
m a t t e r .  T h e  A F N  s u b c o m m i t t e e  h a s  l o o k e d  i n t o  t h i s  q u e s t i o n .  I 
t h i n k  t h a t  at  t h a t  level, or a t  t h e  l e v e l  of a n y  l a rge 
c o r p o r a t i o n  t h a t  is i n v o l v e d  in an a t t e m p t e d  tu r n  a r o u n d ,  t h a t  
t h e r e  w o u l d  be a w a r e n e s s  of the p r o v i s i o n s  of S e c t i o n  4 8 8  a n d
t h a t  t h e r e  w o u l d  be a p p r o p r i a t e  a d v i c e  
the s u b j e c t .  T h a t  w o u l d  be m y  hope.

f r o m  counseJ to de a l  w i t h

B R O W N :  Mr. C h a i r m a n ,  m a y  I s u g g e s t  

R O D E Y :  Mr. Brown.

B r o w n .  It ' s  n i c e  to k n o w  th a t  L a b o r
T h e  o n e  e x a m p l e  y o u  m i g h t  t h i n k  of 
. . t h e  e x a m p l e  m i g h t  be o n e  of the

B R O W N :  I a m  F r e d  
a n d  C o m m e r c e  [garbled] . . 
is w h a t  w o u l d  r e a l l y  h a p p e n
m o s t  p r o s p e r o u s ,  c u r r e n t l y  m o s t  p r o s p e r o u s  A l a s k a  c o r p o r a t i o n  is 
A l a s k a  I n t e r n a t i o n a l  Air. O r i g i n a l l y ,  t h a t  w a s  I n t e r i o r  A i r w a y s  
b a s e d  o u t  of F a i r b a n k s .  T h e y  e x p a n d e d  t o o  f a s t  for tin? b u i l d i n g
of t h e  p i p e l i n e ,  w h i c h  d i d n ' t  g e t  b u i l t  f a s t  e n o u g h  as m a n y
A l a s k a n s  r e m e m b e r .  W h a t  h a p p e n e d  th e n  wa s ,  a n d  t h i s  s o r t  of 
t h i n g  5 s r e a l l y  v/hat. h a p p e n s  w h e n  a c o r p o r a t i o n  g e t s  i n : o  t r o u b l e

t h a t ' s  w h y  I'm r a i s i n g  t h i s  a s  a n  e x a m p l e .
i n t o  r e o r g a n i s a t i o n  a n d  the
D u n c a n  M c C l a r e n ,  a l e g e n d  in 

i n d u s t r y ,  a g r o a t  m a n a g e r  a n d  a l e g e n d a r y  v o r k e r  
, S e c t i o n  408 to t a k e  c a r e  of t h a t  p r o b l e m .

m  m o s t  c a s e s ,  a n a  
W h a t  h a p p e n e d  t h e n  was th e y  w e n t  
c r e d i t o r s  a n d  s h a r e h o l d e r s  h i r e d  Hr. 
the C a n a d i a n  air 
[TAPE C H A N G E ]  .

T h i s  is ci p r o b l e m  
for i n d i v i d u a l s  w h o  

pay

R O D E Y :  T h a n k  you, Mr, Brown,
c u r r e n t l y  in A l a s k a .  It is p o s s i b l e  
i n c o r p o r a t e  to  r u n  u p  a l l  s o r t s  of b i l l s ,  n o t  p a y  its c r e d i t o r s ,  
a n d  th e n  j u s t  m o v e  a w a y  f r o m  t h a t  c o r p o r a t i o n ,  w i l l  e v e n t u a l l y  be 
r e s o l v e d  by the st a t e ,  s e t  up a n o t h e r  c o r p o r a t i o n  a n d  t h e n  b i l k  a 
l o t  of s m a l l  t r a d e s m e n  w n o  w o r k  for the c o r p o r a t i o n ,  c r e d i t o r s ,  
v/hat h a v e  you, m o v e  on. Y o u  c a n  do it in s e r i a l  f a s h i o n .  It: is 
c u r r e n t l y  b e i n g  a b u s e d  p r e s e n t l y  in  the s t a t e .  Mr. A b b o t t  h a s  
ke p t  an e y e  on  this, h a s  h a d  a p r a c t i c e  in t h a t  a r e a  of the l a w  
for 15 y e a r s .  B u t  it is c u r r e n t l y  a p r o b l e m .  T h e r e  a r e  a l o t  of 
h o n e s t  A l a s k a n s  v/ho l o s e  m o n e y  b e c a u s e  of t h i s  p r o b l e m .

F E S B L E R :  A n d  I t h i n k  the p r o b l e m  is  a l s o  t h a t  it h a s  a 
b r o a d e r  r a m i f i c a t i o n .  To the e x t e n t  t h a t  c i t i a e n s  g e t  the 
i m p r e s s i o n  t h a t  t h e r e  are t r i c k s  o u t  t h e r e  for p e o p l e  ’./ho a r e  in 
w i t h  l a w y e r s ,  if y o u  w ill. It d e m e a n s  my p r o f e s s i o n  of w h i c h  I 
a m  v e r y  p r o u d .  W e  w o r e  n e v e r  the s o u r c e  of t h i s  v a l u e  j u d g m e n t ,
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t h a t  p e o p l e  c o u l d  p u l l  th i s  ty p e  of thing, 
t h a t  p e o p l e  b e l i e v e  thai 
b a d  t h i n g s  a n d  g e t  a w a y  
h a v e  n o  a c c o u n t a b i l i t y .
w h i c h  n o n e  of us h a v e  an  i n t e r e s t  in 
m i n d s  of c i t i z e n s .  B e c a u s e  the m i n u t e  
l i k e  this, the c l o u d  f a l l s  o v e r  all law. 
t h e  m o s t  i m p o r t a n t  v a l u e  j u d g m e n t  a b o u t  
d o n e  g r o a t  t h i n g s  for us. B u t  the 
c o r p o r a t i o n ,  a n d  the o n l y  p e r s o n  t h a t  
t h a t  r o l e  real w e l 1 in h i s t o r y ,  w a s  L o u i s  
t r e m e n d o u s  p r i c e  w a n  p a i d  for t h a t  n o t ion.

B u t  to  the e x t e n t  
if y o u  q u o t e ,  k n o w  t h e  law, y o u  c a n  do 

v i t h  it. Y o u  can do h u r t f u l  t h i n g s  a n d  
It c r e a t e s  a n  i m p r e s s i o n  of the l a w

s e e i n g  f u r t h e r e d  in t h e  
o n e  l a w  b e c o m e s  s u s p e c t  
A n d  so t h i s  is p r o b a b l y  

c o r p o r a t i o n s .
i d e a  of a 

p r o b a b l y  h a s

T h e y  h a v e  
o n e - p e r s o n  
p u l l e d  off

t h e  F o u r t e e n t h  a n d  a

U E H L I N G :  If v;e c a n  k i n d  of go b a c k  to the s e c t i o n
r e g a r d i n g  t h e  f o r e i g n  c o r p o r a t i o n s ,  m a y b e  y o u  c o u l d  e x p l a i n  v/hat 
t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  t o o k  as  far as a n  a p p r o a c h  as 
a c o m p a r i s o n  of w h a t  o c c u r r e d  in C a l i f o r n i a  r e g a r d i n g  the f o r e i g n  
c o r p o r a t i o n  s i t u a t i o n  there.

F E S 3 L E R :  B e c a u s e  C a l i f o r n i a  h a s  t h i s  b a s i c  s o c i a l
p r o b l e m  t h a t  in o r d e r  to  e v a d e  t h e  r e s t r i c t i o n s  on l o n g - t e r m  
d i r e c t o r  t e r m s  or in o r d e r  to h a v e  a b o a r d  c l a s s i f y  itself, m o s t  
i m p o r t a n t  C a l i f o r n i a  b u s i n e s s ,  m o s t  c o r p o r a t e  b u s i n e s s  a t  the 
m o m e n t  in m y  state, is f o r e i g n  i n c o r p o r a t e d .  R u n s  to  a d i f f e r e n t

a n d  c o m e s  
v/e a r e  now

b a c k  h o m e  a n d  s a y s  w e ' v e  b e e n  
f o r e i g n  c o r p o r a t i o n , v/e' r e

g o n e  2 0  

D e l a w a r e

h a d  for m a n y  
t h e  b a n k i n g  
T h a t  w e  v. ore

jurisdioti' n 
m i n u t e s ,  a n d
c o r p o r a t i o n .  T h e  b a s i c  s o c i a l  p r o b l e m  v/e h a d  in C a l i f o r n i a  w h e n  
v/e a p p r o a c h e d  t h e  r e v i s i o n  of the l e g i s l a t i o n  w a s  t o  say, w e ll, 
w i l l  v/e g i v e  up  t h e s e  v a l u e  j u d g m e n t s  which, w e ' v e
y e a r s .  A n d  the bar a s s o c i a t i o n ,  fra n k l y ,  a n d
i n d u s t r y  t h o u g h t  t h a t ' s  v/hat w a s  g o i n g  to h a p p e n ,  
g o i n g  to g e t  a c o r p o r a t i o n  l a w  t h a t  l o o k e d  m o r e  l i k e  t h a t  of 
o t h e r  s t a t e s .  W h a t  t h e  l e g i s l a t u r e  did, i n t e r e s t i n g l y  e n o u g h ,  
a n d  I t h i n k  it r e m a i n s  t o  b e  s e e n  b e c a u s e  i t ' s  c o s t i n g  us a l o t  
o f  m o n e y  in  l i t i g a t i o n  in f r o n t  of t h e  f e d e r a l  s u p r e m e  court, w a s
to say, no, if a c o r p o r a t i o n  h a s  a c e r t a i n  p e r c e n t a g e  of its
e m p l o y e e s  in C a l i f o r n i a ,  d o e s  a c e r t a i n  v o l u m e  of b u s i n e s s  in 
C a l i f o r n i a ,  h a s  a c e r t a i n  a m o u n t  of i t s  o w n e r s h i p  o w n e d  by 
shareholder?, in C a l i f o r n i a ,  t h e n  e v e n  t h o u g h  it p u r p o r t s  to be  a n  
A l a s k a  c o r p o r a t i o n  or a D e l a w a r e  c o r p o r a t i o n ,  v/e're g o i n g  to  say 
t h a t  i t ' s  m e r e l y  a p s e u d o  f o r e i g n  c o r p o r a t i o n ,  a n d  w e ' r e  g o i n g  to 
a p p l y  C a l i f o r n i a ' s  l a w s  to it. N o w  the J\r.d e n -jlayfal a  l i t i g a t i o n  
is p e n d i n g  in the C a l i f o r n i a  S u p r e m e  C o u r t  w h e r e  it h a s  b e e n  o n  
h o l d  for n e a r l y  t h r e e  ye a r s .  D e l a w a r e ' s  c o u r t s  h a v e  a l r e a d y  
l i t i g a t e d  thy A tile n r i/.d yjf ilix c a s e  a n d  co m e  to t h e  c o n c l u s i o n  t h a t  
C a l i f o r n i a  w a s  a t t e m p t i n g  to d e n y  f u l l  f a i t h  a n d  c r e d i t  to the 
p u b l i c  a c t s  of a s i s t e r  state. U l t i m a t e l y ,  t h e  f e d e r a l  s u p r e m e  
c o u r t  w i l l  h a v e  to d e c i d e  w h e t h e r  C a l i f o r n i a’s n o t i o n  of p s e u d o  
f o r e i g n  c o r p o r a t i o n s  is an id e a  w h o s e  t i m e  h a s  come. T h e  
j u d g m e n t  of the c o m m i s s i o n  w a s  th a t  t h e r e  are no p s e u d o  f o r e i g n  
c o r p o r a t i o n  c o n c e p t s  in th i s  bill. I n s t e a d ,  w e  i n c r e a s e d  the
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r e p o r t i n g  o b l i g a t i o n s  on f o r e i g n  c o r p o r a t i o n s  to k e e p  us i n f o r m e d  
of the n a t u r e  of t h e i r  a c t i v i t i e s .  W e  g r e a t l y  i n c r e a s e d  the 
c i r c u m s t a n c e s  u n d e r  v.'hich i t ' s  c l e a r  th a t  t h e y  m u s t  seek a 
c e r t i f i c a t e  to do b u s i n e s s  in the* S t a t e  of A l a s k a .  B u t  w e  h a v e  
n o t  a t t e m p t e d  to i n t e r f e r e  w i t h  t h e i r  i n t e r n a l  c o n t r o l  a n d  
m a n a g e m e n t  s u c h  a s  C a l i f o r n i a  h a s  done, b e c a u s e  v/e h a v e n ' t  d o n e  
it to our o w n  p e o p l e .  W e  h a v e n ' t  s a i d  y o u  h a v e  to h a v e  a b o a r d  
w i t h  o n e - y e a r  te r m s ,  t h a t  y o u  c a n ' t  c l a s s i f y  t h e  b o a r d ,  t h a t  y o u  
h a v e  to h a v e  c u m u l a t i v e  v o t i n g .  Our d e f a u l t  m o d e  if y o u  d o n ' t  
s a y  is, y o u  do h a v e  o n e - y e a r  terms, if y o u  do h a v e  c u m u l a t i v e  
v o t i n g  a n d  y o u  d o n ' t  h a v e  b o a r d  c l a s s i f i c a t i o n .  B u t  v/e d i d n ' t  
f e e l  t h a t  it w a s  n e c e s s a r y  to g e t  i n v o l v e d  in t h a t  p o s i t i o n .  B u t  
l a t e r  o n  in v/hat m a y  be f i v e  or six y e a r s  as  y o u  see the o u t c o m e  
of the A y d s n - M a y f a ir m a t t e r ,  a n d  t h e n  if y o u  d e c i d e  y o u  w a n t  to 
a d o p t  c e r t a i n  s i m i l a r  rules, t h a t  w o u l d  be a n  a p p r o p r i a t e  t i m e  to 
do that. B u t  t h e r e  i s  n o t h i n g  h e r e  n o w  t h a t  c o n t a i n s  that.

B R O W N :  A t  l e a s t  s o m e  of the m e m b e r s  of t h e  c o m m i s s i o n  
t h i n k  t h e  D e l a w a r e  v i e w  is g o i n g  to p r e v a i l  in the s t a t e  s u p r e m e  
c ourt, a n d  t h a t ' s  o n e  of the r e a s o n s  w h y  the p r o v i s i o n  is w r i t t e n  
t h a t  wa y .

R O D E Y :  T h a n k  you, Mr. Brown.

U E H L I N G :  T h i s  is a f o l l o w  u p  q u e s t i o n .  A n d  in j u s t
s o r t  of r e a d i n g  t h r o u g h  t h i s  I g o t  t h e  f e e l i n g  w h a t  w o u l d  be t h e  
s i t u a t i o n  l i k e  if y o u  to o k  a s t a t e  l i k e  D e l a w a r e  w h e r e  v/e h a d  a 
s i t u a t i o n  w h e r e  c o m p a n i e s  a r e  g o i n g  to i n c o r p o r a t e  tiher b e c a u s e  
i t ' s  a v e r y  p r o - m a n a g e m e n t  k i n d  of s i t u a t i o n ,  w h e r e  i n  C a l i f o r n i a  
i t ' s  v e r y  p r o - s h a r e h o l d e r ,  the s h a r e h o l d e r  is a c o m p l e t e l y  
d i f f e r e n t  s i t u a t i o n ,  h o w  d o e s  A l a s k a  r a t e  on t h a t  s p e c t r u m ?  
W o u l d  t h e y  bo  c o n s i d e r e d  a v e r y  p r o - m a n a g e m e n t  s i t u a t i o n ?

F E S S L E R :  No. T h e  d e f a u l t  p r o v i s i o n s ,  e v e r  s i n c e  I
l e a r n e d  to u s e  t h e  p e r s o n a l  c o m p u t e r ,  I've p i c k e d  u p  the j a r g o n ,
e x c u s e  me. T h e  p r o v i s i o n s  t h a t  a r e  i n  p l a c e  if y o u  d o n ' t  say
o t h e r w i s e  of the A l a s k a  s t a t u t e  today, b e c a u s e  it's a v e r s i o n  of 
t h e  e a r l y  ' 5 0 ' s m o d e l  act w o u l d  t o d a y  be c a l l e d  a pro-sharoho.lder 
j u r i s d i c t i o n .  A n d  t h e  p r o v i s i o n s  v'hich w o u l d  l o c k  i n t o  p l a c e  in 
t he a b s e n c e  of a g r e e m e n t  t h a t  t h e y  be o t h e r w i s e  u n d e r  t h i s  b i l l  
a r e  a l s o  pro-.shareholder p r o v i s i o n s .  B u t  so t h a t  A l a s k a  w o u l d  in 
the d e f a u l t  m o d e  l i n e  up l o o k i n g  v e r y  m u c h  m o r e  l i k e  C a l i f o r n i a  
than D e l a w a r e .  B u t  i t  w o u l d  be p o s s i b l e  f o r  p e o p l e  to m a k e  an  
i n t e l l i g e n t  a n d  i n f o r m e d  d e c i s i o n  to f o r m  a v e r y ,  v a r y  m a n a g e m e n t  
o r i e n t e d ,  r e d u c e d  r o l e  fc s h a r e h o l d e r  c o r p o r a t i o n ,  n o t  g o i n g  as  
far as  D e l a w a r e  h a s  gone. For i n s t a n c e ,  a g o o d  e x a m p l e  in 
D e l a w a r e ,  i t  is p o s s i b l e  that the b o a r d  of d i r e c t o r s  w o u l d  h a v e  
the e x c l u s i v e  p o w e r  to a m e n d  the a r t i c l e s  a n d  b y l a w s ,  arid the 
s h a r e h o l d e r s  c o u l d  b e  o u s t e d  f r o m  a n y  r o l e  a t  all. T h a t  w o u l d  
n o t  be poss.ib.le in A l a s k a .  It i s n ' t  p o s s i b l e  u n d e r  c u r r e n t  l a w  
w i t h  r e g a r d  to t h e  a r t i c l e s .  It w o u l d  n o t  bo p o s s i b l e  w i t h
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r e g a r d  to the b y l a w s  s h o u l d  the l e g i s l a t u r e  e n a c t  t h i s  bill. So 
it c o n t i n u e s  to l e a v e  A l a s k a  l a w  w i t h  m o s t  o t h e r  w e s t e r n  
j u r i s d i c t i o n s  as h a v i n g  a p r o - s h a r e h o l d e r  b i a s ,  b u t  n o t  g o i n g  
n e a r l y  as  far as C a l i f o r n i a .

R O D E Y :  A r e  t h e r e  o t h e r  q u e s t i o n s  f r o m  m e m b e r s  -of the 
c o m m i t t e e ?  If t h e r e  a r e  . . .

F E S S L E R :  I ' l l  r e m a i n  in t h e  room, Mr. C h a i r m a n ,  in case
a n y o n e  d o e s  h a v e  a n y  q u e s t i o n s  for me, b u t  t h e r e  are o ther
w i t n e s s e s  d e s i r i n g  to a p p e a r .

R O D E Y :  T h e  n e x t  w i t n e s s  is W i l l i s  K i r k p a t r i c k ,  the
d i r e c t o r  of t h e  d i v i s i o n  of b a n k i n g  a n d  s e c u r i t i e s .

K I R K P A T R I C K :  Mr. C h a i r m a n  a n d  c o m m i t t e e  m e m b e r s .  My 
n a m e  is W i l l i s  K i r k p a t r i c k .  I a m  d i r e c t o r  of b a n k i n g  a n d
s e c u r i t i e s  for t h e  S t a t e  of A l a s k a .  I ' d  f i r s t  l i k e  to say t h a t  w e  
h a v e  a p p r e c i a t e d  t h e  o p p o r t u n i t y  to j o i n  w i t h  t h e  c o m m i s s i o n  as a 
p a r t i c i p a n t  in d i s c u s s i o n  in t h e i r  w o r k .  I b e l i e v e  t h a t  any )£ 

the c o n c e r n s  the s t a t e  h a s  h a d  as far a s  t h e  a d m i n i s t r a t i o  of 
t h i s  n e w  code, t h e  c o m m i s s i o n  h a s  k n o w n  u p  f r o n t  a s  to v/hat the 
p r o b l e m s  w e ' v e  had. O n e  of t h e  t h i n g s  I'd l i k e  to p o i n t  out is 
t h a t  w h a t  I a m  e x c i t e d  a b o u t  in t h e i r  w o r k  is t h a t  in a p r e s e n t  
s i t u a t i o n  w h e r e  w e  h a v e  an  o l d  O r e g o n  law, in a s i t u a t i o n  v/here 
v/e h a v e  v e r y  l i t t l e ,  if any, s t a t e  c o m m o n  l a w  c o u r t  c a s e s  the 
a d m i n i s t r a t i o n  of the p r o v i s i o n s  of t h e  A l a s k a  B u s i n e s s  
C o r p o r a t i o n s  C o d e  as it s t a n d s  t o d a y  is s o m e w h a t  s u s p e c t  in se m e  
of its l e g i s l a t i v e  i n t e n t . A n d  to d e t e r m i n e  legis.lative intent, 
w o  go b a c k  to O r e g o n  law, we  g o  ba c k  to O r e g o n  c a s e s ,  v/e go b a c k  
to the s p a r s e  o f f i c i a l  c o m m e n t s  u n d e r  t h e  m o d e l  c o de. W i t h  the 
p a s s a g e  of t h i s  b i l l ,  I t h i n k  t h a t  our w o r k  a s  f a r  as w o r k i n g  
w i t h  the c o r p o r a t i o n s  in m a i n t a i n i n g  t h e i r  f i l e s  is g o i n g  to be a 
w h o l e  l o t  e a s i e r  b e c a u s e  of the o f f i c i a l  c o m m e n t s  alone. 
E v e r y t h i n g  h a s  b e e n  a d d r e s s e d .  I w o u l d  s u g g e s t  t h a t  in 
c o n s i d e r i n g  t h e  p a s s a g e  of t h i s  bill, t h a t  t h e y  m a k e  p a r t  of the 
r e c o r d  the o f f i c i a l  c o m m e n t s  as to the n e w  .'lav/. T h e r e  in o n l y  
o n e  p a r t i c u l a r  a r e a  t h a t  I h a v e  a p r o b l e m  w i t h ,  a n d  that is in 
S e c t i o n  733 on p a g e  127, in t h e  f i l i n g  of f o r e i g n  c o r p o r a t i o n s  to 
do b u s i n e s s  in t h e  S t a t e  of A l a s k a .  On  l i n e  7, b e g i n n i n g  o n  l i n e  
7, it r e q u i r e s  t h a t  t o g e t h e r  w i t h  a c e r t i f i e d  c o p y  of its 
a r t i c l e s  of i n c o r p o r a t i o n  all a m e n d m e n t s  to the a r t i c l e s  . . .  In 
o t h e r  w o r d s ,  v/hat t h e y  are s a y i n g  h e r e  is t h a t  o n e  of the 
p r o v i s i o n s  for a f o r e i g n  c o r p o r a t i o n  to q u a l i f y  to do b u s i n e s s  in 
the S t a t e  of A l a s k a ,  is th a t  i t  w o u l d  h a v e  to f i l e  its a r t i c l e s  
w i t h  t h e  s t a t e  a n d  a n y  a m e n d m e n t s  to t h o s e  a r t i c l e s .  In a 
h e a r i n g  l a s t  s e s s i o n ,  w e  b r o u g h t  t h i s  up a n d  I b e l i e v e ,  y o u ' d  
h a v e  to c h e c k  w i t h  the co d e  r e v i s i o n  c o m m i s s i o n  on this, but I 
b e l i e v e  it w a s  a g r e e d  u p o n  t h a t  t h e y  w o u l d  r e c o n s i d e r  t h a t  
r e q u i r e m e n t  to f i l e  a r t i c l e s .  At  the p r e s e n t  t i m e  a r t i c l e s  of 
f o r e i g n  c o r p o r a t i o n s  a r e  n o t  f i l e d  w i t h  the s t a t e .  W e  f i n d  t h a t
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s o m e  of our s i s t e r  stat e s ,  t h o s e  th a t  do h a v e  th i s  p r o v i s i o n ,  a r e  
l o o k i n g  at  d r o p p i n g  them, I t h i n k  the l a s t  o n e  w e ' v e  h e a r d  f r o m  
is T e x a s ,  M o w  I d o n ' t  b e l i e v e  that it is g o i n g  to c r e a t e  any 
h a r d s h i p  to  a n y b o d y  in the S t a t e  of A l a s k a  th a t  w i s h e s  to f i n d  
o u t  t h e  s u b s t a n c e  of the a r t i c l e s  of a f o r e i g n  c o r p o r a t i o n .  
F i r s t  of all, if t h e y  cire l o o k i n g  for the o f f i c e r s  a n d  d i r e c t o r s  
of t h e  f o r e i g n  c o r p o r a t i o n ,  w e  can l o o k  a t  t h e  a p p l i c a t i o n  th e y  
f i l e  w i t h  us g i v i n g  us t h a t  p a r t i c u l a r  i n f o r m a t i o n .  If t h e y  do 
v/ant a c o p y  of the a r t i c l e s  of i n c o r p o r a t i o n  or the a m e n d m e n t s  to 
the a r t i c l e s  of i n c o r p o r a t i o n  of a f o r e i g n  c o r p o r a t i o n ,  t h e  p l a c e  
t h a t  w o u l d  h a v e  the m o s t  c u r r e n t  f i l i n g  w o u l d  b e  the s t a t e  of 
d o m i c i l e  so t h a t  t h e y  a r e  a v a i l a b l e .  W e  v/ould b e  m o r e  t h a n  h a p p y  
to a s s i s t  a n y b o d y  t h a t  w a n t e d  th a t  to f i n d  o u t  the p r o p e r  
p r o c e d u r e s  t o  o b t a i n  t h o s e  r e c o r d s .  W i t h  m y  u n d e r s t a n d i n g  t h a t  
t h i s  p r o v i s i o n ,  t h a t  the c o d e  r e v i s i o n  c o m m i s s i o n  h a d  no 
p a r t i c u l a r  p r o b l e m  w i t h  t h a t  b e i n g  d r o p p e d ,  the f i s c a l  n o t e  t h a t  
I p r e p a r e d  w a s  z e r o e d  out. If th i s  p r o v i s i o n  s t a y s  in, I a m  
g o i n g  to a s k  for a r e v i s i o n  of the f i s c a l  n o t e  b e c a u s e  o n e  of the 
p r o b l e m s  w e  h a v e  n o w  is j u s t  f i l e  m a i n t e n a n c e .  T h e  b i g g e s t
p r o b l e m  in f i l e  m a i n t e n a n c e  is a m e n d m e n t s  to a r t i c l e s .  W e  
r e c e i v e  a g r e a t  n u m b e r  of a m e n d m e n t s  to a r t i c l e s  e v e r y  day, a n d  
o n e  of t h e  t h i n g s  v/e h a v e  to do is t h a t  w e  j u s t  d o n ' t  f i l e  t h e  
a m e n d m e n t s .  A  l o t  of t i m e s  v/e h a v e  to l o o k  b a c k  t h r o u g h  the
f i l e s  to sec* v/hat the p r i o r  a r t i c l e s  c o n t a i n  to s e e  a m e n d m e n t s
a r e  c o n s i s t e n t .  If n o t h i n g  m o r e  t h a n  a r t i c l e  order. T h a t  is the 
o n l y  c o m m e n t  t h a t  I h a v e  as far as a n y  c h a n g e s  arc c o n c e r n e d ,  a n d  
I a m  s o r r y  I d o n ' t  h a v e  a n  a m e n d m e n t  p r e p a r e d ,  but I v/ould be 
m o s t  h a p p y  to. I v/ould r e p ? a c e  t h a t  v/ord w i t h  a c e r t i f i c a t e  of 
c o m p l i a n c e  e x e c u t e d  by  the o f f i c e r  of d o m i c i l e ,  or the o f f i c i a l  
of d o m i c i l e .  I a m  o p e n  to a n y  q u e s t i o n s .

R O D E Y : If I m i g h t  ask e i t h e r  C h a i r m a n  A b b o t t  or
P r o f e s s o r  F e s s l e r  to r e s p o n d .

A B B O T T : Yes, Mr. C h a i r m a n .  W e  h a d  p r e v i o u s l y  a g r e e d
w i t h  Mr. K i r k p a t r i c k  t h a t  v/e w o u l d  m a k e  t h a t  c h a n g e .
U n f o r t u n a t e l y ,  c o n s i d e r a t i o n  of t h i s  m a t t e r  c a m e  u p  a f t e r  the 
b i l l  w a s  p r i n t e d .  S o  it is t h e  p o s i t i o n  of the c o m m i s s i o n  t h a t  
t h i s  r e q u i r e m e n t  s h o u l d  be  d e l e t e d  w h e n  it w a s  b r o u g h t  to our 
a t t e n t i o n  t h a t  it v/ould s e r v e  n o  u s e f u l  p u r p o s e  a n d  v/ould i m p o s e  
a n  a d d i t i o n a l  f i s c a l  b u r d e n  on the c o m m i s s i o n e r  of c o m m e r c e ,  v/e 
a r e  in c o m p l e t e  a g r e e m e n t  t h a t  the p r o v i s i o n  s h o u l d  b e  d e l e t e d ,  
a n d  t h e r e  s h o u l d  "be n o  r e q u i r e m e n t  to f i l e  f o r e i g n  a r t i c l e s  or 
a m e n d m e n t s .

R O D E Y :  T h a n k  you, C h a i r m a n  A b b o t t .  Mr. B r o w n .

B R O W W :  On  b e h a l f  of the c o m m i s s i o n ,  I a m  s u r e  t h e y
w o u l d  a g r e e ,  it w o u l d  be v e r y  n i c e  if P r o f e s s o r  F e s s l e r  v/are 
i n v o l v e d  in s t r u c t u r i n g  the a m e n d m e n t  t h a t  the c o m m i t t e e  m i g h t  be 
i n t e r e s t e d  . . .
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R O D E Y :  T h a t ' s  a v e r y  g o o d  s u g g e s t i o n ,  Mr. Brown,
P r o f e s s o r ,  v/ould i t  b e  p o s s i b l e  for y o u  to p r e p a r e  th a t  
a m e n d m e n t ?

F E S S L E R :  C e r t a i n l y .

R O D E Y :  Mr. K i r k p a t r i c k ,  c o n t i n u e .

K I R K P A T R I C K :  O n e  e t h e r  i t e m  t h a t  m y  n o t e s  shew. On 
p a g e  138 a n d  139, on l i n e  28 of p a g e  138 it r e f e r s  to the 
m i s d e m e a n o r ,  a n d  m y  s t a f f  s a y s  t h a t  it  s h o u l d  be e i t h e r  a r a t e d  
m i s d e m e a n o r  A  or B to be c o n s i s t e n t  w i t h  T i t l e  9. A n d  t h e  sa m e  
w i t h  l i n e  9 on p a g e  139. T h a t  a l s o  r e l a t e s  to a m i s d e m e a n o r .

R O D E Y :  If I m i g h t  a d d r e s s  C h a i r m a n  A b b o t t  or P r o f e s s o r  
F e s s l e r ,  a r e  w e  in  t h a t  c a s e  t a l k i n g  a b o u t  a C l a s s  A 
m i s d e m e a n o r ?

A B B O T T :  T h a t ' s  our u n d e r s t a n d i n g ,  Mr. C h a i r m a n .  Yes.

R O D E Y ; if a g a i n  I c o u l d  r e q u e s t  you, P r o f e s s o r  F e s s l e r ,  
to p r e p a r e  t h e  a p p r o p r i a t e  a m e n d m e n t  b a s e d  on c u r r e n t  A l a s k a  
c r i m i n a l  law.

F E S S L E R :  T h e  q u e s t i o n  h a s  b e e n  ask e d ,  h a s  b e e n
p r e p a r e d ,  i s  o n e  of t h e  a m e n d m e n t s  that. C h a i r m a n  A b b o t t  w a s  
r e f e r r i n g  to is b e i n g  t r a n s m i t t e d  . . .

R O D E Y :  T h a n k s ,  P r o f e s s o r .  O b v i o u s l y  w e  c a n ' t  t a k e  a n y
o f f i c i a l  a c t i o n  h e r e .  If t h e r e  a r e  a n y  q u e s t i o n s ,  w e ' l l  h a v e  
t h i s  p r e p a r e d  a n d  d e l i v e r e d  to c o m m i t t e e s  o n  b o t h  s i d e s  for t h e i r  
c o n s i d e r a t i o n  a n d  L e n a t o r  M u l c a h y  a n d  m y s e l f  w i l l  e x p l a i n  it on 
o ur s i d e  a n d  . . .

C O W D E R Y :  C o u l d  I, I w a s  w o n d e r i n g  v/hat f i n a n c i a l  b u r d e n  
v/ould t h is, if v/e a d o p t  t h i s  t o  the e x i s t i n g  c o r p o r a t i o n  for the 
state, w o u l d  it be to c o n f o r m ,  is t h e r e  a n y  g r a n d f a t h e r i n g  
s i t u a t i o n s  . . .

K I R K P A T R I C K :  If I u n d e r s t a n d  y o u r  q u e s t i o n ,  Mr.
C h a i r m a n ,  as  to  v/hat t h i s  in g o i n g  t o  do to e x i s t i n g
c o r p o r a t i o n s .  I t h i n k  the l a s t  two s e c t i o n s  of t h e  b i l l  p r e t t y  
w e l l  c o v e r  a t i m e l y  t r a n s f e r  of the act, a n d  I t h i n k  v/e a r e  gong 
to h a v e  s o m e  p r o b l e m s  j u s t  as far as e d u c a t i n g  t h e  c o r p o r a t i o n s
in r i t c h i n g  t h e m  o v er. I don't: s e e  t h a t  a l a s t i n g  p r o b l e m .  I
don', see it a., m u c h  m o r e  of a p r o b l e m  t h a n  w e  h a v e  now v/ith the 
n e w  c o r p o r a t i o n  t h a t  is c o m i n g  on bo a r d .  I d o n ' t  t h i n k  t h ere
w i l l  bo an f i n a n c i a l ,  I t h i n k  the p r o b l e m  is g o i n g  to  be
b a s i c a l l y  on t h e  s t a t e ' s  si d e  a s  far as  g e t t i n g  t h e  i n f o r m a t i o n  
o u t  a n d  g e t t i n g  t h e  t r a n s i t i o n  g o i n g .  I d o n ' t  e n v i s i o n  any
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e c o n o m i c  p r o b l e m  o n  the c o r p o r a t i o n .  I am v/onderincj a b o u t  
c o r r e s p o n d e n c e  f ees, b u t  . . .  I d o n ' t  s e e  i t  as a m a j o r  
p r o b l e m .

RO D E Y :  I j u s t  m i g h t  a d d  t h a t  t h e  p r o p o s e d  draft w a s
w r i t t e n  to r e d u c e  l e g a l  f e e s  by p u t t i n g  a g r e a t  e l e m e n t  of 
c e r t a i n t y  in t h e r e  so t h a t  a l a y m a n  v/ould h a v e  a m u c h  g r e a t e r  
u n d e r s t a n d i n g  of t h e  l a w  j u s t  by r e a d i n g  t h e  l a w  w i t h o u t  h a v i n g  
to c o n s u l t  a l a w y e r .  So I t h i n k  t h e r e  w i l l  be a c t u a l l y  a 
r e d u c t i o n  of a t t o r n e y ' s  fees. A r e  t h e r e  a n y  o t h e r  q u e s t i o n s  for 
Mr. K i r k p a t r i c k ?  If none, t h a n k  y o u  v e r y  m u c h  Mr. K i r k p a t r i c k .  W e  
do h a v e  f l o o r  s e s s i o n  n o w  a t  1 0 : 0 0  a.m. W e  d o n ' t  g o  in u n t i l  
1 1 : 0 0  o ' c l o c k  o n  M o n d a y s ,  a s  a c o n v e n i e n c e  to the A n c h o r a g e  
l e g i s l a t o r s .  W o u l d  j o u  l i k e  m e  to s t a y ?

A B B O T T :  Mr. C h a i r m a n ,  if I m i g h t ,  t h e r e  a r e  only two 
o t h e r  p e o p l e  t h a t  i n t e n d  to o f f e r  b r i e f  t e s t i m o n y .  T h a t ' s  Liz 
J o h n s t o n  a n d  Irv B e r t r a m .

R O D E Y :  In c o n s u l t a t i o n  w i t h  H o u s e  c h a i r m a n ,  I w i l l  stay 
h e r e  if S e n a t o r  M u l c a h y  is a g r e e a b l e  a n d  l i s t e n  to the c o m m e n t s  
of E l i z a b e t h  J o h n s t o n  a n d  irv B e r t r a m  a n d  t h e n  r e p o r t  to you, 
sir. T h a n k  you, g e n t l e m e n . N e xt, I'd 15.lie to ca l l  E l i z a b e t h  
J o h n s t o n .  It's a l w a y s  d i s c o n c e r t i n g  to b e  t e s t i f y i n g  and h a v e  
e v e r y b o d y  l e a v i n g .  But, S e n a t o r  M u l c a h y  a n d  I w i l l  m a k e  up  for 
a n y  a b s e n c e  of n u m b e r s .  You h a v e  the flo o r ,  mackim.

J O H N S T O N :  G e n t l e m e n .  My n a m e  is E l i s a b e t h  J o h n s t o n .  I ' m  
g e n e r a ]  c o u n s e l  to B r i s t o l  B a y  N a t i v e  C o r p o r a t i o n .  T o d a y  I a m  
h e r e  s p e a k i n g  o n  b e h a l f  of the A l a s k a  F e d e r a t i o n  of N a t i v e s  
c o n c e r n i n g  the b i l l  on the r e v i s i o n  of the c o r p o r a t e  statutes, 
t h e  p r o f i t  c o r p o r a t e  statute,s. You w i l l  b e  d e l i g h t e d  t o  kn o w  m y  
c o m m e n t s  w i l l  b e  br i e f .  T h i s  is b e c a u s e  w e  h a v e  h a d  e x t e n s i v e  
o p p o r t u n i t y  uo p r e s e n t  our c o n c e r n s  b e f o r e  t h e  c o d e  r e v i s i o n  
c o m m i s s i o n .  By w a y  of b a c k g r o u n d ,  I can toll y o u  t h a t  in the 
s u m m e r  of 1932, the A l a s k a  F e d e r a t i o n  of: N a t i v e s  c r e a t e d  a
s u b c o m m i t t e e .  A n d  the m e m b e r  of t h e  s u b c o m m i t t e e  had b o t h  
r e g i o n a l  a n d  v i l l a g e  c o r p o r a t i o n  b a c k g r o u n d s ,  a n d  the c o m m i t t e e  
w a s  c r e a t e d  to r e v i e w  a n d  t e s t i l y  on the p r o p o s e d  revis i o n .  W e  
m e t  w i t h  t h e  c o d e  r e v i s i o n  c o m m i s s i o n  o n  t h r e e  s e p a r a t e  o c c a s i o n s  
a n d  m a d e  e x t e n s i v e  c o m m e n t s .  B a s e d  o n  t h e  r e c e p t i v i t y  of the 
c o m m i s s i o n  to o u r  c o m m e n t s ,  a n d  t h e  w a y  t h e y  w e r e  a b l e  to m e e t  
o u r  c o n c e r n s ,  in A p r i l  of 1981 J a n i e  L u a s k ,  w h o  is the p r e s i d e n t  
of t h o  f e d e r a t i o n ,  w r o t e  in support of t h e  p r o p o s e d  r e v i s i o n .  
A n d  s h e  c o m m e n t e d  s p e c i f i c a l l y  on the q u a l i t y  of the new 
l e g i s l a t i v e  s c h e m e ,  on the t e c h n i c a l  c o m m e n t a r y  w h i c h  h a s  a l r e a d y  
b e e n  b r o u g h t  u p  b y  s o m e  of the o t h e r  people;. B u t  the fact t h e r e  
t h e r e  is t e c h n i c a l  c o m m e n t a r y  to I v u k  u p  the n e w  cod.:- w h i c h  
s h o u l d  h e l p  all of us in the a b s e n c e  of c o u r t  c a s e s  to u n d e r s t a n d  
the l e g i s l a t i v e  h i s t o r y .  T h e  JJaaf. t here t h e r e  is t h i s  kind of 
b a c k u p ,  we  feel w i l l  m e a n  it w i l l  r e d u c e  t h o  .legal e x p e n s e s  for
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the N a t i v e  c o r p o r a t i o n s .  lie al s o  a r t i c u l a t e d ,  c o m m e n t e d  on the 
f i n a n c e  s e c t i o n ,  t h a t  it w a s  a" i m p o r t a n t  r e f o r m .  U n l i k e  
P r o f e s s o r  F e s s l e r  I c a n  r e a d  numbe: j , a n d  I s t i l l  fe e l  t h a t  i t  is 
a s i g n i f i c a n t  a c c o m p l i s h m e n t .  I w a s  f o r c e d  to. So f i n a l l y  the 
o n l y  f i n a l  c o m m e n t  is t h a t  t h i s  is a b i l l  w h i c h  d o e s  s t r e n g t h e n  
the r i g h t s  of s h a r e h o l d e r s  a n d  d o s s  s t r e n g t h e n  t h e  r e q u i r e m e n t s  
of p e r i o d i c  r e p o r t i n g  by c o r p o r a t i o n s  t o  t h e i r  s h a r e h o l d e r s .  It 
is a p r e - s h a r e h o l d e r  d o c u m e n t ,  a n d  t h e  f e d e r a t i o n  s u p p o r t s  the 
r e v i s i o n .

R O D E Y :  S e n a t o r  M u lcahy, do  y o u  h a v e  a n y  q u e s t i o n s  for 
M i s s  J o h n s t o n ?  T h a n k  you, a p p r e c i a t e  y o u r  c o m i n g .  Ne::t I'd like 
to c a l l  Irv B e r t r a m .

B E R T R A M :  I ' m  Irv B e r t r a m ,  a n d  I a m  a s s i s t a n t  c o u n s e l  to 
A l a s k a  A i r l i n e s .  W e  h a v e  l o o k e d  at t h e  bi l l  a n d  d i s c u s s e d  it with 
t h e  c o m m i s s i o n  to r a i s e  s o m e  of the c o n c e r n s  w e  h a v e .  Our b y l a w s  
a n d  a r t i c l e s  go b a c k  to 1.930, a t  l e a s t  t h e  a r t i c l e s  do. The 
b y l a w s  h a v e  b e e n  c h a n g e d  on n u m e r o u s  o c c a s i o n s .  A n d  v/e did ha v e  
s o m e  c o n c e r n s ,  b u t  v/e f o u n d  t h a t  t h e  c o m m i s s i o n  h a s  m a d e  some 
c h a n g e s  t h a t  w i l l  a s s i s t  us in g o i n g  f o r w a r d .  W e  t h i n k  t h a t  the 
bi l l  is v e r y  w e l l  d r a f t e d  a n d  v e r y  g o o d  a n d  w i l l  be of b e n e f i t  to 
the s t a t e  a s  w e l l  a s  b e i n g  h e l p f u l  to us. In m y  c u r r e n t  p o s i t i o n  
as h o u s e  c o u n s e l ,  I h a v e  an o p p o r t u n i t y  t o  a d v i s e  m a n a g e m e n t  or 
a n s w e r  q u e s t i o n s  a b o u t  A l a s k a  law. I h a v e  p r a c t i c e d  in A l a s k a  
for a n u m b e r  of y e a r s  b e f o r e  j o i n i n g  t h e  a i r l i n e s ,  a n d  y o u  d o n't 
fe e l  so f o o l i s h  w h e n  y o u  h a v e  s o m e t h i n g  l a y e d  o u t  in f r o n t  of you 
in t h e  law. Y o u  c a n  l o o k  at it a n d  say, w e l l ,  t h i s  is h o w  it's 
done. C u r r e n t l y  A l a s k a  .law on c o r p o r a t i o n s  h a s  a n u m b e r  of areas 
w h e r e  s i m p l y  t h e r e  is n o  law. A n d  s o  y o u  r e a l l y  h a v e  to say, 
gee, I d o n ' t  know, m a y b e  v/e can c'io it a n d  m a y b e  v/e can't. It's . 
. . y o u ' r e  n o t  s u r e  h o w  to do s o m e  th i n g .  B u t  I t h i n k  the bill 
a n s w e r s  that. It d o e s  p r o v i d e  a v e r y  w e l l  l a y e d  o u t  r o a d  map, so 
to sp e a k ,  w h i c h  I t h i n k  w i l l  be v e r y  h e l p f u l  n o t  o n l y  to l a r g e  
c o r p o r a t i o n s  s u c h  a s  o u r s e l v e s ,  b u t  I a l s o  b e l i e v e  t h i s  w i l l  be 
h e l p f u l  to the; s m a l l  m o m  a n d  p o p  o p e r a t i o n s .  T h e r e  is t h a t  old 
t r i t e  s a y i n g  t h a t  ignorance; of the lav/ .is n o  e x c u s e . H o w e v e r , 
w h e n  t h e  l a w  is a b o d y  of c o m m o n  l a w  w i t h  v e r y  f e w  s t a t u t o r y  
r e f e r e n c e s ,  it m a k e s  it f a i r l y  d i f f i c u l t  to  k n o w  w h a t ' s  going 
on. O n  t h e  o t h e r  h a n d ,  o n c e  t h i n g s  h a v e  b e e n  l a v e d  o u t  in a 
f a i r l y  s u c c i n c t  f o r m  t h a t  can be f o l l o w e d ,  i t ' s  t r u e  a l a w y e r  may 
s t i l l  be r e q u i r e d  a n d  s h o u l d  be u s e d .  B u t  I t h i n k  m o s t  p e o p l e  
w i l l  h a v e  a h o t t e r  u n d e r s t a n d i n g  of w h a t  c o r p o r a t e  g o v e r n e s s  
s h o u l d  be o n c e  t h e y  h a v e  this b o d y  of lav/ in f r o n t  of them. So 
w e  t h i n k  it w o u l d  b e  g o o d  for the state. A l a s k a  A i r l i n e s  wi l l  
h a v e  t o  m a k e  o n e  c h a n g e  in its b y l a w s  as a r e s u l t  of this. It 
d o e s n ' t  a d d r e s s  e v e r y t h i n g  w e  w a n t e d ,  But on t h e  o t h e r  hand, we 
t h i n k  on the w h o l e  i t  is v e r y  g o o d  a n d  v/e do s u p p o r t  it a n d  w o u l d  
r e c o m m e n d  it. T h a n k  you.

T h a n k  y o u  v e r y  m u c h ,  Mr. B e r t r a m ,  S e n ator

-  2.1 -



M u l c a h y ,  do y o u  h a v e  any q u e s t i o n s ?  I a m  a w a r e  of t h e  . . . if 
t h e r e  a r e  no o t h e r  c o m m e n t s ,  Mr. B r c v m .

B R O W N :  O n e  com m e n t ,  Mr. C h a i r m a n .  T h e r e  h a v e  b e e n  mu c h  
c o m m e n t  a b o u t  the c o m m e n t s ,  a n d  the p e o p l e  w h o  a r e  s u p p o r t i n g  the 
b i l l  w h o  a r e  n o w  p a r t  of the c o m m i s s i o n ,  a r e  f i n d i n g  t h a t  the 
c o m m e n t s  a r e  v e r y  i m p o r t a n t .  I w o u l d  h o p e  a n  a d m i s s i o n  to the 
m e m b e r s  of t h e  S e n a t e  a n d  the H o u s e  in the e v e n t  t h i s  b i l l  is 
c o n s i d e r e d ,  t h a t  a n  a c t i o n  be t a k e n  s i m i l a r  to w h a t  w a s  t a ken 
v;hen t h e  c r i m i n a l  c o d e  r e v i s i o n  w a s  p a s s e d .  A n d  t h a t  is t h e r e  be 
s p e c i f i c a l l y  a n  a f f i r m a t i v e  v o t e  on t h e  f l o o r  of e a c h  h o u s e  
a p p r o v i n g  the c o m m e n t s  or the c o m m e n t s  a s  y o u  m a y  h a v e  a m e n d e d  in 
c o n c e r t  w i t h  t h e  c o m m i s s i o n  to m a k e  a c l e a r  a n d  u n a m b i g u o u s  
l e g i s l a t i v e  h i s t o r y .  To r e a l l y  m a k e  s u r e  t h o s e  a r e  a v a i l a b l e  and 
t h a t  t h e y  a r e  i m p o r t a n t  l e g i s l a t i v e  h i s t o r y ,  s i n c e  t h e y  w i l l  be 
r e l i e d  on  by p e o p l e  in t h e  p r i v a t e  s e c t o r  as w e l l  as s c h o l a r s .

R O D E Y :  T h a n k  you, Mr. B r o w n .  T h a t ' s  a v e r y  good
s u g g e s t i o n .  O b v i o u s l y  it's wise. I t ' s  a n  a r e a  of l a w  v/e d o n ' t  
k n o w  m u c h  a b o u t  in t e r m s  of i m p o r t a n c e ,  a n d  w h e t h e r  a s e p a r a t e  
v o t e  on t h a t  r e a l l y  m e a n s  m u c h  or not.

BROWN: T a k e  it f r o m  A l a s k a ' s  o n l y  p u b l i s h e d  legal
h i s t o r i a n ,

R O D E Y :  A n d  a d i s t i n g u i s h e d  m e m b e r  of t h e  F a i r b a n k s
bar. I t h i n k  it is a v i s e  s u g g e s t i o n  to i n c o r p o r a t e  in the 
j o u r n a l  a n d  to v o t e  s e p a r a t e l y  a n d  a f f i r m a t i v e l y  on the 
c o m m e n t a r y .  I t h i n k  it is a g o o d  a n d  d e s i r a b l e  m e t h o d  of 
a n n o t a t i n g  A l a s k a  lav/s. It is c e r t a i n l y  p r e f e r a b l e  to a l l o w i n g  
M i o h i e  C o m p a n y  to do it b a c k  e a st. If t h e r e  a r e  no o t h e r  
c o m m e n t s ,  t h e  c o m m i t t e e  m e e t i n g  is a d j o u r n e d .



P R E S E N T A T I O N  T O  T H E  J O I N T  S E N A T E  A N D  H O U S E  
L A B O R  A N D  C O M M E R C E  C O M M I T T E E  H E A R I N G  O N  

S E N A T E  B I L L  NO. 246 A N D  H O U S E  B I L L  NO. 343 
J a n u a r y  23, 1984

M r .  C h a i r m a n :

M y  n a m e  is E l i z a b e t h  B. J o h n s t o n .  I a m  S e c r e t a r y  a n d  
G e n e r a l  C o u n s e l  o f  B r i s t o l  B a y  N a t i v e  C o r p o r a t i o n .  T o d a y  I 
a m  s p e a k i n g  o n  b e h a l f  o f  the A l a s k a  F e d e r a t i o n  of  N a t i v e s  
c o n c e r n i n g  S e n a t e  B i l l  No. 246 a n d  H o u s e  B i l l  No. 343.

M y  c o m m e n t s  w i l l  b e  br i e f .  T h i s  is b e c a u s e  the 
F e d e r a t i o n  h a s  a l r e a d y  b e e n  g i v e n  t h e  o p p o r t u n i t y  to p r e s e n t  
i t s  c o n c e r n s  to t h e  C o d e  R e v i s i o n  C o m m i s s i o n .

In t h e  s u m m e r  o f  1982, the A l a s k a  F e d e r a t i o n  of N a t i v e s  
c r e a t e d  a s u b c o m m i t t e e ,  w i t h  b o t h  r e g i o n a l  a n d  v i l l a g e  
c o r p o r a t i o n  e x p e r i e n c e  r e p r e s e n t e d ,  to  r e v i e w  a n d  t e s t i f y  on 
t h e  p r o p o s e d  r e v i s i o n  to the p r o f i t  c o r p o r a t i o n  code. T h e  
C o d e  R e v i s i o n  C o m m i s s i o n  r e c e i v e d  t e s t i m o n y  f r o m  the 
F e d e r a t i o n  s u b c o m m i t t e e  o n  t h r e e  s e p a r a t e  o c c a s i o n s  a n d  
s a t i s f i e d  i t s  m a j o r  c o n c e r n s .

In A p r i l ,  1983, J a n i e  L e a s k ,  P r e s i d e n t  of the 
F e d e r a t i o n ,  w r o t e  in s u p p o r t  of t h e  p r o p o s e d  r e v i s i o n .  H e r  
l e t t e r  is a t t a c h e d ,  b u t  I w o u l d  like to q u o t e  f r o m  t h e  last 
p a r a g r a p h .  " T h e  p r o p o s e d  c o r p o r a t i o n s  c o d e  is a c o m p r e­
h e n s i v e  a n d  g e n e r a l l y  c a r e f u l  l e g i s l a t i v e  s c h e m e  o f  g o o d  
q u a l i t y .  F u r t h e r ,  it is a c c o m p a n i e d  b y  a t e c h n i c a l  
c o m m e n t a r y  w h i c h  c a n  s e r v e  to r e d u c e  N a t i v e  c o r p o r a t i o n s '  
e x t e n s i v e  l i t i g a t i o n  co s t s .  T h e  f i n a n c e  s e c t i o n  is an 
i m p o r t a n t  r e f o r m ,  m a k i n g  p o s s i b l e  s o m e  d i s t r i b u t i o n s  f r o m  
c a p i t a l ,  b u t  n o t  j e o p a r d i z i n g  c r e d i t o r ' s  s e c u r i t y . "

I w o u l d  l i k e  to a d d  t h a t  the p r o p o s e d  c o d e  s t r e n g t h e n s  
t h e  r i g h t s  o f  s h a r e h o l d e r s  and the r e q u i r e m e n t s  of  p e r i o d i c  
r e p o r t i n g .  In o t h e r  w o r d s ,  the p r o p o s e d  b i l l  is a 
p r o - s h a r e h o l d e r  d o c u m e n t .

T h e  F e d e r a t i o n  s u p p o r t s  t h i s  r e v i s i o n .

E L I Z A B E T H  B. J O H N S T O N  
A t t o r n e y  at L a w  
F o r  t h e  A l a s k a  F e d e r a t i o n  of 
N a t i v e s  S u b c o m m i t t e e

Integrity ■ Pride in Heritage .Progress



•' • V.V-' /•

C^chs*^ f^ rV v?! ? ■••£2 P « * r J  Z<’££yV* C 'r^t̂ X  £.v^**,;v\ II»7iv*V\ . 2 f;U -S 2 \ C v
. I -kp«3j U ^ f w r t j a w i ^ J f  If 1

u '-.■ l%'jU» '« ' W > ;v 3 l i.  i ' i ^ V  > y '~ K t J  5 S -S Jl Z t b l  0 \ fc ^  J I'V v’W jJ  i  i

p w  nsi^,P /S3ss, irip**
411 W . 4th Avenue, Suite 1A • Anchorage, Alaska 99501 •  Phone 907-274-3611
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M r .  J o h n  W. A b b o t t ,  C h a i r m a n  
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  
P o u c h  Y  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  A b b o t t :

I w o u l d  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  to t h a n k  t h e  
C o m m i s s i o n  f o r  f u l l y  p r o v i d i n g  t h e  A F N  w i t h  t h e  o p p o r t u n i t y  
t o  r e v i e w  a n d  c o m m e n t  o n  t h e  p r o p o s e d  A l a s k a  C o r p o r a t i o n s  
C o d e .  T h e  A F N  n o w  s u p p o r t s  t h e  p a s s a g e  o f  S e n a t e  B i l l  
Mo. 2 4 6  a n d  H o u s e  B i l l  No. 343.

T h e  p r o p o s e d  C o r p o r a t i o n s  C o d e  is a c o m p r e h e n s i v e  a n d  
g e n e r a l l y  c a r e f u l  l e g i s l a t i v e  s c h e m e  of g o o d  q u a l i t y .  
F u r t h e r ,  it i s  a c c o m p a n i e d  b y  a t e c h n i c a l  c o m m e n t a r y  w h i c h  
c a n  s e r v e  t o  r e d u c e  N a t i v e  c o r p o r a t i o n s 1 e x t e n s i v e  
l i t i g a t i o n  c o s t s .  T h e  f i n a n c e  s e c t i o n  is a n  i m p o r t a n t  
r e f o r m ,  m a k i n g  p o s s i b l e  s o m e  d i s t r i b u t i o n s  f r o m  c a p i t a l ,  b u t  
n o t  j e o p a r d i z i n g  c r e d i t o r s '  s e c u r i t y .  I f  y o u  n e e d  u s  to 
t e s t i f y  o n  b e h a l f  o f  t h e  B i l l ,  w e  w i l l  d o  so.

cc: H o n o r a b l e  J o e  L. H a y e s
H o n o r a b l e  J a y  M. K e r t t u l a  
H o n o r a b l e  W a l t e r  R. F u r n a c e  
H o n o r a b l e  C h a r l i e  B u s s e l l  
H o n o r a b l e  R i c h a r d  I. E l i a s o n  
H o n o r a b l e  B i l l  R a y  
H o n o r a b l e  A l  A d a m s  
H o n o r a b l e  D o n  B e n n e t t  
H o n o r a b l e  J o h n  C. S a c k e t t

P r e s i d e n t
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Dealing with ‘lemons’
Pub lic  voices should ring c lea rly  today at a teleconfer­

ence hearing before the House Labor and Commerce 
Committee on a proposed state “ lemon law "  governing new 
automobile w arran ties. The hearing begins at 2 p.m. and 
deserves hea lthy pub lic partic ipation .

The law  essen tia lly  wou ld sh ift part of the burden of 
proof in dealing w ith  defective automobiles from the 
consumer to the dealer and m anufacturer. It  provides that 
a consumer is en titled  to e ither a new vehicle or a fu ll 
refund if  a m anufacturer's defect renders it  undriveab le for 
30 days or more during the f irs t year of ownership.

The m ajo r effect wou ld be to encourage dealers to stand 
up and pay heed to the products and w arran ties they offer. 
For the dealer who a lready performs w arran ty service 
promptly and e ffic ien tly , the impact of the law  would be 
neg lig ib le , and in fact good’for c re d ib ility . For the dealer 
who ducks or de lays the demands of a good-faith warran ty 
there wou ld be new incen tive to meet /the ob liga tions of 
doing business.

And fo r the consumer who has a righ t to expect 
automobiles under w arran ty to run properly, there would 
be an improved chance of gain ing fu ll va lue for a very 
expensive investm ent. That seerns 1»V*> a good deal for a ll 
concerned. /, '
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TROUBLESHOOTER
^ CONSUMER ADVISORY-ALASKA LEMON LAW:

• A statew ide teleconference has been set for Wednesday on 
a proposed A laska "lemon law ," legislation that would 
give consumers substan tia lly more leverage when wran­
gling w ith automobile dealers and manufacturers over 
warranty obligations.

Under the provisions of House H ill 3-14, automakers 
would be forced to replace or refund the purchase price of 
new cars that, due to manufacturing defects covered by 
the new-car warranty, cannot be satisfactorily repaired, 
a If  the defect causes the car to be undriveable for 30 
days or more din ing the first year of ownership, the car 
buyer would h r  entitled to either an identical new vehicle 
or a refund, i' eluding repair costs. Auto dealers would be

• given four chances to repair the defect.
Fred Mo1 ino, part-owner and general manager of Eero 

Volkswagen in Anchorage, said Monday that he felt the 
b ill was unnecessary in light of the track record of 
A laska dealers.

" I f  the customer has a legitimate complaint, most 
(dealers) really seemed to bend over backward" to help 
iron out d ifficu lties, he said. " I f  there is a problem, none 
of us to our knowledge haven't got it fixed within a 
reasonable length of time."

Marino, who called the b ill “heavy and cumbersome," 
lidded that the legislation would increase taxpayers’ 
expense, despite leg is la tive estimates to the contrary 
"Just enacting it would cost a great deal," Marino said.

; • In written testimony subm itted to the House Lubor
and Commerce Committee May 9, Assistant Attorney

,. General Couple Sipe noted~the b ill gives vehicle ownei s 
., the benefit of “a legal presumption that after a reasona- 

b it number of attempts to correct a deform ity, thul the 
, vehicle is in fact defective or a lemon."
>, j Sipe, head of the Consumer Protection Section of the 
,, Attorney General's Office, said under current common 
, iaw warranty rights, it is up to the vehicle owner to 

prove a car is a lemon before the courts can compel 
automakers to replace a ehicle.

, ; I f  IIB  344 is passed, she said, that burden of proof
would be shifted. If  the manufacturer cannot prove a 

, defect does. not cause substantia l impairment to the 
•' operation or value of the vehicle or prove the owner 

caused the failure by abuse or modification of the car, the 
car would be presumed to be a lemon and the buyer 
would be entitled to reimbursement.

I i" It is my opinion, after working in this area for seven 
i years, that very few A laskans, especially those who live  

outside the three major cities, receive fu ll value of the 
warranty on their vehicles," Sipe suid. "Since A laskans 

r pay not only the top manufacturers' suggested retail 
price, but usua lly amounts in addition to the suggested 
retail price, we can see that A laskans do not get any 
bfcak or allowance for their d iff icu lty  in obtaining 
Warranty work.”• Consumer Protection auto investigator Scotty Dawkins 

j said before the House Labor and Commerce Committee 
i. May 9 that automakers routinely de liver vehicles to 

buyers with built-in problems.
; | "Often the manufacturer is aware of these defects but
• seldom is any voluntary action taken to correct the 
- problems in cars that are already b u ilt ,"  Dawkins said.
... ) "Instead, the manufacturer relies on the predelivery

inspection performed by the dealer to detect and correct 
tjiese problems. What actua lly happens is that the buyer 

; finds the problems after de livery and faces the hassle of 
'* attempting to have repairs completed by the dealer."

Dawkins added that new car warranties require the 
Z buyer to return to the >' Her for warranty work, but " in
• Alaska, Hie fact that m r. new-car dealer muy be 

hundreds of m iles uwny somewhat complicates this
• fcquirement,1’
Z  \ The Attorney General’s Office is culling for an amend- 
r/itient to the b ill thul would require manufacturers to 
L </stab)ish factory-authorized repair centers in towns 

where there are no dealers.
The public is invited to testify at Wednesday’s public 

‘ hearing before the House Labor and Commerce Commlt- 
tee. The hearing w ill be held viu the Legislative 

,* Teleconference Network at 2 p.m. ADT. Anchorage 
| residents who would like  to participate can contact the 
•i Legislative Information Office, 1024 W. 0th Ave (270- 

9G24).
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‘lemon law

Dealers: Law unneeded 
Consumer rep: Yes it is

By DEBBIE RELVWAND ROSE 
Empire Staff Reporter 

Alaska ear dealers converged on teleconference sites 
throughout the state this morning to protest a bill its sponsors say 
will protect consumers who put chase autos.

Labeled the "lemon law," the legislation sponsored by local 
Reps. Jim Duncan and Mike Miller and Sen. Bill Ray would force 
car dealers to adhere strictly to the advertised warranty on a new 
car.

dealers protest 
’ proposal

If a customer complained of a “substantial' problem TioT 
caused by owner abuse, the manufacturer or distributor would be 
given four chances to fix the vehicle. Failing that, the customer 
could receive a refund or a Dew car to replace the defective "  
model.

Testimony at today's teleconference, organized at the request 
of car dealers in the state, ran heavily against the bill. Input came 
primarily from auto distributors.

Fairbanks car dealer James Masters said the consumer already 
has plenty of protection from defective autos.

“In case of a difference between the consumer and the 
dealership, they can go directly to the dealer, or the manufac­
turer," he said. “If that doesn’t work, the (state) Consumer 
Protection Division is very good at following through on these

complaints.”
Consumer Protection officials, however, favored the legislation 

as offering the car buyer "some recourse" when dealing with 
faulty vehicles, according to Scotty Dawkins in the Anchorage 
Consumer Protection office.

"In Alaska, it often takes two weeks or more just to get the cars 
1 into the service department. Not one manufacturer has a service 

representative in the state, so the consumer has to wait sue to 
eight weeks for that rep to come up here," he said. When dealing 
with many warranty problems, the defect often must be checked 
by the service representative.

Alaska has a booming autqmobile sales business, Dawkins said, 
and dealers should be responsive to the public’s needs. Last year, 
27,705 cars were sold in the state for an average of 1,148 sales per

distributorship. In the rest of the nation, the average is 205 cars 
per year for each dealership, he added.

As an example of problems faced by Alaska car owners, 
Dawkins cited several complaints received over defective cars:

•  One district court judge had his car worked on 10 times for, 
among other things, a defective hom. After all attempts to repair 
the car had failed, he was offered half the $9,000 sticker price on a 
trade-in, said Dawkins.

•  An Alaska State Trooper had his station wagon worked on 
eight times, and ended up.having the engine replaced after the 
protection agency intervened in the matter.

•  After purchasing a car in Anchorage, complete with a $700 
service contract, a Valdez resident had to pay towing fees bet-

Conttaued oo Page 2

‘Lemon’ ...
Continued from Page 1

ween Anchorage and Valdez when the engine quit running. He 
had been assured by the dealership in Anchorage that his service

contract would be honored in Valdez, Dawkins said.
Bill sponsor Miller said the crux of the testimony revolved 

around "people giving excuses for not conforming to the 
warranty."

"We are not trying to place the burden on the dealer. ... They 
are missing the point of the bill If there Ls a major problem with 
a car, then it should be corrected. The manufacturer issues the 
warranty, and they are ultimately responsible for living up to that 
warranty," he said.

Extensive testimony from disgruntled car dealers continued un­
til adjournment of the meeting. House Labor and Commerce 
Chairman Walt Furnace, R-Anchorage, has scheduled a statewide 
teleconference on the bill for May 18, from 4 to 6 p.m. in the 
Labor and Commerce room in the Behrends Building.



dealers to replace cars

. Pnoto. b y  Danny Darnels

ja l Walk for Hope, which was 
e C*3.

By JIM ERICKSON
Daily News reponer

A laska auto dealers would 
be forced to buy back or 
replace automotive "lemons.” 
defective new cars that defy 
a ll attempts at repair, if leg is­
lation introduced recently in 
the state Senate and House 
becomes law.

House B ill 344 calls ' for 
i t  replacement of a n ev car or a 
^• refund of the purchase price 
\  when manufacturing defects 
' ' make the car undriveable for 

30 days or more during the 
f irs t year of ownership.

The so-called "lemon law " 
^  is scheduled for a House La- 
^ bor and Commerce Committee 
^  bearing Monday.

An identical b i l l introduced . 
in the Senate by Sen. B ill 

j"R a y , D-Juneau, has not been'.
scheduled for a hearing.

^  The House measure was 
Q) in troduced  la s t ;  month by 

ilep . M ike M iller/ I)-June.au. 
M ille r said Saturday the leg ­
isla tion would compel dealers 
and manufacturers to hono r" 
new-car warranties promptly.

“The le g is la tio n  doesn't 
spell out the w arran ty ,” he 
cautioned. "That's up to the 
manufacturer. What it does do 
is put fu ll force of the state 
law  behind customer sa tisfac­
tion of that warran ty ."

If  the defect poses a safety

hazard, the car must be re­
paired w ith in 14 days, the 
measure states.

In a ll cases, dealers would 
be allowed four chances to fix  
the car, be fo re the b u y e r ' 
could demand a refund or a ’ 
replacement. The measure ap­
plies only to fa ilu res covered 
by new-car warranties, and 
only during the first year of 
ownership.

"W hat we are ta lk in g ' 
about is co rrecting  m ajo r 
p rob lem s of the v e h ic le .” 
M iller said. "This is not in 
regard to t r iv ia l repairs or 
problems that result due to- 
owner abuse.”

S im ila r  le g is la t io n  has 
been adopted in California. 
Connecticut. Montana and 
Wyom ing, sa id  le g is la t iv e  
aide Denise Zachary. Ten oth­
er states are considering lem­
on law s, she sa id .

Monday's hearing w il l be 
linked to Anchorage, rair- 
banks and Ketchikan v ia  the 
state teleconference network.

Zachary said the pub lic can 
comment on the D il l by at­
tending the teleconference, to 
be held in Anchorage at the 
Anchorage Leg isla tive In for­
mation Office, 1024 V,. 6th 
Ave.

The teleconference w il l be­
gin at 7 a.m.

s a phrase for every misdeed
(Not to mention the u ltim ate disaster: " If  you 
eat that now, you wor.lt be hungry for dinner!”)

And then there is the chapter on Questions 
W ithout Answers. These generally come along 
during the teen-age years.

Q uestions lik e , "You're not going out 
dressed like that, are you?"

Or, "'V ou know this goes against everyth ing 
we've ever taught you. don’t you?"

Not to memion the all-time w inner, which 
spans most of the formative vesrs:"Just what do you th ink you're doing?”

Experienced mothers know they can mix 
and match •-bese phrases for special effect, as 
•n: "Ju st where do you th ink vou're going c ressed lik e  mat?" ‘

"When you re grown and have children of 
your own, that’s when.” *

This last, especially, fa lls unde: the defin i­
tion of all-purpose Motherese, touching as it 
does on the perpetually ripe arena of life  after 
one has children of one's own.

Of course, it's not a ll conflict and threats in 
Motherese. There's the Broken Heart chapter, 
things mothers say to make you feel better. 
Things lik e , "Ten years from now th is w ill all 
seem funny” and "Just th ink of it as good 
experience" — not to mention the alltim e 
classic. "W ell, just consider yourse lf lucky, a 
man w ill never marry a girl lik e  that!"

I suppose with changing mo*es they'll be 
wanting to update the Mother's Phrase Book 
beTore long, make it a lit t le  more h:p. but I
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‘ L e m o n  l a w  

eserves 
support

Sometimes it seems that a ll cars should be pain­
ted ye llow  just to warn buyers what they are 
getting themselves into. A ll too often nowadays, 
expensive cars transform themselves into 
" lemons'5 before their owners' very eyes.

Before a sale is made, salesmen point out all of 
T the wonderful aspects of a new car. I t ’s pretty, 
^  the doors slam with a solid “ thunk”  and it sounds 

good idling there in front of the dealer.
But a select few cars turn into “ lemons,”  some 

=5 the minute they are driven o ff the lot. Some don’t 
start right; some don’t stop right; some don’ t do 

^  anything right,
Any dealer is more than happy to provide 

buyers with a copy of the warranty manufacturers 
give fo r their cars. Some last fo r a year; some last 
fo r five years. But unless the dealer and manufac­
turer back up the claims of those warranties, they 
aren’ t worth the paper they are printed on.
* Introduced in the Alaska Legislature last week 
was a bill aimed at taking the “ lemon”  out of the

Jives o f Alaska car buyers. The bill, whose prime
• sponsors are Juneau Sen. B ill Ray in the Senate 
,^nd Reps. Jim  Duncan and Mike M iller in the 
./House, does nothing more than make manufac­
tu re rs  and dealers live up the promises made in 
‘•^warranties.

F o r most people, buying an automobile is the 
tecond-largesjt purchase they will make in their 
Jives. The largest purchase, of course, is a home, 
ibut it should be remembered that the price of 
to m e  1983 cars would buy a nice house 20 years 
£ago.
<■ Because of the tremendous expense of cars, no 
Jrne should be stuck with a “ lemon”  — a car that 
^doesn't work properly. Yet we all know people 
'./With horror stories about how their expensive 
t e w  cars went to pot on them and they were un­
a b le  to get satisfaction from the dealer.
:■ It is for those people that the “ lemon law”  
-[before the Legislature is meant, A warranty is not 
- written on paper that self-destructs once the sales 
.^agreement is signed. It  is a document in which 
jh e  manufacturer, through the dealer, promises 
xto make a car run properly, no ifs, ands or buts.

Dealers should welcome the advent of a 
“ lemon law”  in Alaska. It means dealers that 
have been standing behind their products won’ t 
be ziffected in the slightest. Other dealers, who 
are unwilling to stand behind their products and 
the warranties that go with them, will — and 
should — find themselves having to shape up.

The “ lemon law ”  bill deserves your support.

Berry's World

We went up some stain u> a gIass-endo*e<3 booifcu'" • ' .  _ _
When Widget shut the door he said, "I want you u>

M?ster Robot, Tumbill. Re is programmed to program the ivbots' 
on the floor.’' “

Tumbill gave me a stetiy look and reluctantly put out hh arm job. T; 
which I shoot. rnatie:

"How many sneakers 'did we make today, Tumbill?" Widget Turao: 
asked.

Tumbill’s lights blinked, and a deep vioce said, 12,890." sion o:
Widget rubbed his hancis "I used to make that many in a week. "I

Eyeing the nê
WASHINGTON (NEA) — “I can make a m illion through 

the union," Jackie Presses boasted several years ago to a 
magazine in his hometown of Cleveland. Indeed, the union • 
has made him rich — and now it’s about to make him 
famous as well.

The union is the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen L  Helpers of America, arguably 
the country's most ccrrupt labor organization.

When the Teamsters' executive boarc met recently to 
select a new president for the union, it could have chosen a 
leader whose repuianioD bad not been blackened by compel­
ling evidence of regular affiliation with organized crime 
figures.

M.E. (Andy) Anderson, area director of the union's West­
ern Conference, is hardly a candidate for sainthood but he 
surely would have been more suitable as presidem than 
Presser if the Teamsters v<ere serious about restoring at last 
a semblance of integrity u  their organization.

The same is true =h*iough perhaps to a lesser extent, of 
the other two "dark ho’rse" contenders for the presidency —  
Joseph W’. Morgan, area director of the union's Southern 
Conference and Donald Peters, a Chicago Teamster leader.

But, in an election preordained as far back as the union's 
1981 convention, all three of those men were summarily 
rejected in favor of Presser, a glib, portly hS-year-olo veter­
an of more than three decades as a Teamster organizer.

A detailed affidavit filed by ihe FBI in connection with a 
criminal case in U.S. District Court in Los Angeles quoted 
FBI informants as stating that Presser was "controlled” by 
members of the Ma iia.

In testimony before the New Jersey Commission of Inves­
tigation, a stale police sergeant identified Presser as an 
intermediary for syndicate members seeking loans lrom the 
Teamsters' pension anc welfare funds..

Some of the most disturbing allegations about Presser 
come lrom Alaoena "Jimmy the Weasel" Fratianno, 
believed to be the firs; Mafia member to testify against 
another Mafioso in court. His testimony has aided federal 
prosecutors to convic; approximately two dozen organized 
crime figures.

According to Fratianno, Presser's union activities gener­
ally have been conducted under the direction and control of 
James T. "Blackie" Licavoli, the reputed head of the Cleve­
land "family" of the nationwide crime syndicate. "Jackie 
Presser, he told me himself that ‘1 don’t do nothing unless 
Biackie tells me,’" Fratianno said in sworn court testimony.

How does Presser respond to those allegations? He blithe­
ly denies any knowledge of La Cosa Nostra: "There’s no 
organized crime that I know of as a person."

Presser offers a similar see-no-evil response to the docu­
mented examples of massive abuse of the union's Central 
States, Southeast and Southwest Areas Pension Fund: 
"Despite the many ciairns and accusations of various gov­
ernmental agencies, the Central States (Fund) is a sound, 
well managed plan."

In 1976, Presser's father W illiam . was forced to resign as 
a trustee of the fund after he invoked his Fifth Amendment 
right against self-incrimination while being interrogated 
about trust fund abuses by federal investigators.

W illiam Presser's position as a fund trustee was inherited 
by his son, Jackie, bu; he too was forced to resign only one 
year later and is one of numerous Teamster )earie:c- teing 
sued by the Justice Department fo; approving more than

Window of vi
The New York Times 
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‘Lemon’ bill would put the squeeze
By DGBBIE REINWAND ROSE 

Empire Staff Reporter
Hearings begin this week on a bill that should warm the hearts 

of everyone who has ever bought a “lemon” —  a car that for some 
reason doesn't work right.

Commonly known as the "lemon law,” this legislation, in­
troduced by the Juneau delegation, would bind cur dealers under 
state law to adhere strictly to die warranty they advertised when 
selling a car.

Under it, if a customer complains of a "substantial" malfunc­
tion during the warranty term, the dealer or manufacturer would

. have to repair it. The dealer would be given four chances to bring 
the car up to par, and failing Uiat, would then have to refund the 

, customer's money or provide a new car.
"It’s not an overly restrictive law; If anything it’s conservative 

and could be tighter," said Rep. Mike Miller, D-Juneau. “What 
we’re talking about correcting are major problems with the vehi­
cle. This Is not In regard to trivial repairs or problems that result 
because of owner abuse."

Currently, 12 states have similar legislation on the books. Mon- 
, tana and Wyoming just passed lemon laws.

While the bill is aimed at protecting the consumer, it should not

unnecessarily alarm car manufacturers.
"One feature is that the legislation doesn’t spell out what the 

warranty is —  that’s up to the manufacturer. What il does is put 
the full force of state law beliind customer satisfaction of that 
warranty," said Miller.

"The idea is if the distributor or parent company issues a 
warranty us a selling point for their vehicles, they should live up 
to it ; no slougliing off," said Sen. Bill Ray, D-J uneau.

And Ray should know. Like a number of people who have con­
tacted him about the bill, the senator once owned a "lemon."

"A lot of die time, the car wouldn’t start. The dealer kept say­

ing we didn’t know how to operate I t . ... The car ended up being 
recalled because of a problem with the starter," he said.

During that experience, Ray ran into delays getting the car 
fixed. He advocated the clause In the bill putting a limit on how 
long the car can be out of commission. That provision would 
allow the customer a refund or new car If the "lemon" has been 
out of service for 30 days during the warranty period or one year, 
or if repair services are not available to the owner for reasons 
beyond the owner’s control.

Rep. Jim Duncan, D-Juneau, has also liad a "couple of
coMinuemnjnnrugeT-

lemons,” and backs the bill because it would benefit Alaskans.
"You run into this every once in awhile and it should be cleared 

up so the consumer is adequately protected," he said.

The measure has been Introduced in both houses, and while 
House passage is unclear, the co-sponsorship of several majority
coalition members may help the bill.

The first hearing on the lemon law w ill be Thursdpy at 8:45 
a.m. in the Labor and Commerce Committee, room 210 In the 

Behrends Building. _____________________________ ______________
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Buyer gets 
$ 8 5 , 0 0 0  

for lemon
MEMPHIS, Tenn. (AP) -  A 

man who complained about the 
treatment he got from an auto 
dea.er after his new car burned 
too much oil has been awarded 
$85,000 bv a Circuit Court iurv.

- Charles Pardue was awarded 
$10,000 for actual loss and $75,- 
000 in punitive damages in the 
judgment reached Tuesday

"As far as the repair of his 
car was concerned, it was 
poorly handled," said jury 
foreman James Reid Jr.

Reid said jurors discussed 
awards ranging from $20,000 to 
$500,000 but settled on the final 
figure as a “fair compromise."

Randall Noel, the lawyer for 
Lewis Ford Inc., where Pardue 
bought his 1976 Ford Grenada, 
said his client is considering an 
appeal.

Pardue, a resident of 
Oakland, Tenn., bought the car 
in 1977 for $5,178, but said it 
soon began using too much oil.

He said it took two years to 
get the car fixed and he was 
charged $1,600 for a new engine 
he never ordered.
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Mr. W a l t  F u r n a c e ,  C h a i r m a n  
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  Mr. F u r n a c e :

We h a v e  b e e n  i n f o r m e d  that the H o u s e  L a b o r  a n d  
C o m m e r c e  C o m m i t t e e  is c o n s i d e r i n g  H - 3 4 4  w h i c h  w o u l d ,  
in s i m p l e s t  terms, r e q u i r e  a m o t o r  v e h i c l e  m a n u ­
fa c t u r e r  or i m p o r t e r  to r e p l a c e  or r e p u r c h a s e  a 
v e h i c l e  if it s u f f e r e d  the " s a m e  n o n c o n f o r m i t y "  fo u r  
times or if the v e h i c l e  is out of s e r v i c e  for 
w a r r a n t y  r e p a i r s  t h i r t y  c a l e n d a r  days d u r i n g  the 
v e h i c l e ' s  f i r s t  year.

A u t o m o b i l e  I m p o r t e r s  of A m e r i c a ,  Inc. (AIA) a n d  
its s i x t e e n  M e m b e r s  s t r o n g l y  o p p o s e  this " r e p l a c e  
or r e p u r c h a s e "  b i l l  as c o u n t e r p r o d u c t i v e  for 
consumers, car dealers, a n d  c a r  w a r r a n t o r s  (i.e., 
m a n u f a c t u r e r s  or i m p o r t e r s ) . Th i s  b i l l  is 
a p p a r e n t l y  b a s e d  on two f a u l t y  p r e m i s e s .  First, 
that a c o n s u m e r  is w i t h o u t  an e f f e c t i v e  r e m e d y  if 
a v e h i c l e  r e p e a t e d l y  b r e a k s  d o w n  o t h e r  than for the 
v e h i c l e  to b e  " f i x e d  as b e s t  it can be". Th i s  is 
incorrect. T h e  U n i f o r m  C o m m e r c i a l  C o d e  p r o v i d e s  
for r e v o c a t i o n  of a c c e p t a n c e  of a p r o d u c t  w h e r e  the 
p r o d u c t  has a d e f e c t  or n o n c o n f o r m i t y  w h i c h  
s u b s t a n t i a l l y  i m p a i r s  the p r o d u c t ' s  v a l u e  to the 
pur c h a s e r .  S u c h  r e v o c a t i o n  c a n  r e s u l t  in a 
r e s c i s s i o n  of the p u r c h a s e  c o n t r a c t  (i.e., 
p u r c h a s e r  gets his m o n e y  b a c k  and r e t u r n s  the 
pr o d u c t )  if the d e f e c t  or n o n c o n f o r m i t y  c a n n o t  be 
c u r e d  in a r e a s o n a b l e  time a n d  m a n n e r .  T h e r e  h a v e  
b e e n  s e v e r a l  cases - in b o t h  c o u r t s  a n d  p r i v a t e  
i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o c e s s e s  - w h e r e  
r e s c i s s i o n  has o c c u r r e d  in n e w  m o t o r  v e h i c l e  
c a s e s .
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T h e  o t h e r  f a u l t y  p r e m i s e  u p o n  w h i c h  the b i l l  is b a s e d  is th a t  it 
is p o s s i b l e  to set a r b i t r a r y  f i g u r e s  for t h e  m o t o r  v e h i c l e  i n d u s t r y  
r e p r e s e n t i n g  " r e a s o n a b l e "  n u m b e r  of a t t e m p t s  to c u r e  the " same 
n o n c o n f o r m i t y " .  T h e r e  are so m a n y  d i f f e r e n t  m o d e l s  of 
m o t o r  v e h i c l e s  w i t h  v a r y i n g  l e v e l s  of m e c h a n i c a l  s o p h i s­
ti c a t i o n ,  v a r y i n g  le v e l s  of p r o d u c t  a n d  p a r t s  d i s t r i b u t i o n  
s o p h i s t i c a t i o n ,  a n d  v a r y i n g  le v e l s  of r e a s o n a b l e  c o n s u m e r  e x p e c­
tat i o n s ,  that it s h o u l d  b e  s e l f  e v i d e n t  that n o  one C'et o f  n u m b e r s  
c o u l d  b e  r e a s o n a b l e  for all v e h i c l e s .  M o r e o v e r ,  ev.ru f o r  a 
s i n g l e ,  r e l a t i v e l y  s i m p l e  v e h i c l e  mo d e l ,  f a v o r e d  w i t h  a c o m p r e h e n­
sive, s o p h i s t i c a t e d  p r o d u c t  s e r v i c e  a n d  r e p l a c e m e n t  p a r t s  n e t w o r k ,  
a n d  w i t h  r e a s o n a b l y  m o d e s t  c o n s u m e r  e x p e c t a t i o n s  b e c a u s e  o f  its 
l o w  p r i c e ,  that v e h i c l e  w i l l  h a v e  some 1 7 , 0 0 0  p a r t s  a n d  m a n y  dif- 
e r e n t  c o m p o n e n t s  a n d  s y stems. No one n u m b e r  can p o s s i b l y  
b e  u s e d  as a " r e a s o n a b l e "  s t a n d a r d  for r e p a i r  a t t e m p t s  for 
al l  p o s s i b l e  m e c h a n i c a l  p r o b l e m s  w i t h  that veh i c l e .  Some 
d e f e c t s  are so o b v i o u s  that two r e p a i r  a t t e m p t s  are too m a ny; 
s o m e  so s u b t l e  th a t  f i v e  r e p a i r  a t t e m p t s  are n o t  u n r e a s o n a b l e .

It is the g r e a t  a d v a n t a g e  01 the e x i s t i n g  U C C  s y s t e m  that e a c h  
c a s e  is d e c i d e d  o n  its o w n  m e r i t s  w i t h o u t  the i n t e r v e n t i o n  of 
a r b i t r a r y  sta n d a r d s .

In a d d i t i o n  to u n n e c e s s a r i l y  c o m p l i c a t i n g  e x i s t i n g  r e a s o n a b l e  
r e m e d i e s ,  the b i l l  w o u l d  b e  c o u n t e r - p r o d u c t i v e  in s e v e r a l  r e s p e c t s .  
A m o n g  t h e m  are:

(1) U n r e a l i s t i c  i n c r e a s e d  c o n s u m e r  e x p e c t a t i o n s .  As s i m p l e
b u t  l i t t l e  k n o w n  as the UCC r e m e d y  - and its a v a i l a b i l i t y  t h r o u g h  
the c o u r t s  a n d  i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o c e s s  - is to 
c o n s u m e r s ,  this c o m p l e x  b i l l  is su r e  to be  m i s u n d e r s t o o d  b y  t h e m  
to g u a r a n t e e  t h e m  g r e a t e r  r i g h t s  than it does. T h e  i n e v i t a b l e  
r e s u l t  w i l l  b e  c o n s u m e r  d i s a p p o i n t m e n t  w i t h  the m o t o r  v e h i c l e  
i n d u s t r y  and the law, i n c l u d i n g  the w a y  it is w r i t t e n ,  i m p l e m e n t e d  
and i n t e r p r e t e d .  C o n s u m e r s  w i l l  b e c o m e  e v e r  m o r e  c y n i c a l  a b o u t  
a l l  o f  us, i n d u s t r y  a n d  g o v e r n m e n t .

(2) I n c r e a s e d  l i t i g a t i o n . E x p e r i e n c e  t e a c h e s  us th a t  any 
" c o n s u m e r "  l e g i s l a t i o n  l eads to m o r e  l i t i g a t i o n .  B e c a u s e  of the 
i n c r e a s e d  c o n s u m e r  e x p e c t a t i o n s  d i s c u s s e d  above, t h e r e  w i l l  be 
m o r e  d i s p u t e s  t h a n  u s u a l  o v e r  v e h i c l e  s e r v i c e  and w a r r a n t i e  
l e a d i n g  to m o r e  litig a t i o n .

(3) R e d u c e d  " g o o d w i l l "  w a r r a n t y  w o r k . E v e r y  m a n u f a c t u r e r  
a p p r o v e s  some g o o d w i l l "  w a r r a n t y  w o r k -, that i s , p a y m e n t  for 
s e r v i c e  n o t  c o v e r e d  b y  the w a r r a n t y  b u t  done in axi e f f o r t  to
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m a i n t a i n  the c o n s u m e r ' s  g o o d w i l l .  T y p i c a l  a r e  e x a m i n a t i o n s  a n d  
a d j u s t m e n t s  in r e s p o n s e  to c o n s u m e r  c o m p l a i n t s  t h a t  the f u e l  
e c o n o m y  of the v e h i c l e  is n o t  as g r e a t  as e x p e c t e d .  H o w e v e r ,  
u n d e r  this bill, such g o o d w i l l  s e r v i c e  m i g h t  c o u n t  as o n e  o f  fo u r  
r e p a i r  a t t e m p t s .  T h e r e f o r e ,  the w a r r a n t o r  w i l l  b e  less l i k e l y  
to g o  b e y o n d  t h e  p r e c i s e  l a n g u a g e  o f  the w a r r a n t y  s t r i c t l y  as a 
m a t t e r  of d e f e n s e  a g a i n s t  p o s s i b l e  f u t u r e  claims.

(4) I n c r e a s e d  d e a l e r  d i s p u t e s .  J u s t  as t h e  b i l l  w i l l  s u r e l y  
i n c r e a s e  c o n s u m e r  d i s p u t e s , so a l s o  w i l l  it c a u s e  m o r e  d e a l e r  
d i s p u t e s .  F e w e r  " g o o d w i l l "  w a r r a n t y  a p p r o v a l s  w i l l  m e a n  the 
d e a l e r  w i l l  h a v e  to c h a r g e  t h e  c o n s u m e r  - a s u r e  s o u r c e  of c o n f l i c t .  
On t h e  o t h e r  s i d e  of t h e  d e a l e r ' s  b u s i n e s s ,  c o n s u m e r  c l a i m s  
a g a i n s t  the m a n u f a c t u r e r  are su r e  to b r i n g  the d e a l e r  i n t o  m a n y
of t h e  d i s p u t e s  o n  a " c l a i m  o ver" b a s i s  (e.g., w e r e  the r e ­
p e a t e d  r e p a i r  a t t e m p t s  the r e s u l t  of  i n a d e q u a t e  d e a l e r  . e p a i r s ?

(5) I n c r e a s e  c o s t s  - f o r  e v e r y o n e .  T h e  b i l l  w o u l d  n e c e s s i t a t e  
the c r e a t i o n  a n d  m a i n t e n a n c e  or r e c o r d s  n o t  n o w  kept, e.g., 
n u m b e r  of r e p a i r  a t t e mpts, m o r e  d e t a i l e d  e x p l a n a t i o n  of  the n o n -  
c o n f o r m i c y  i n v o l v e d ,  n u m b e r s  of  days the v e h i c l e  is out of 
s e r v i c e  for repa i r .  T h i s  i n f o r m a t i o n  is d i f f i c u l t  to a s s e m b l e  
fr o m  o n e  dealer, but w h e r e  m u l t i p l e  d e a l e r s  are i n v o l v e d ,  as 
w h e r e  the c o n s u m e r  goes to a s e c o n d  d e a l e r  w h e n  d i s s a t i s f i e d  w i t h  
Che r e s u l t s  f r o m  the first, the d i f f i c u l t i e s  go u p  g e o m e t r i c a l l y .  
D e a l e r  a n d  m a n u f a c t u r e r  l i t i g a t i o n  c o s t s  w i l l  a l s o  go up. A l l  
these c osts e v e n t u a l l y  f i n d  t h e i r  w a y  i n t o  the p r i c e  o f  the p r o d u c t  
to b e  b o r n e  b y  the consumer.

F i n a l l y ,  w e  s u b m i t  that the bill, e v e n  if it w e r e  a p p r o p r i a t e  in 
b a s i s  a n d  co n c e p t ,  is i n a r t f u l l y  d r a f t e d  c r e a t i n g  a m b i g u o u s ,  
u n f a i r ,  and u n i n t e n d e d  r e s u l t s .  F o r  e x a m p l e ,  the p r o v i s i o n  on 
i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o c e s s e s  w o u l d  s e r i o u s l y  d a m a g e  the 
u t i l i t y  of the d e a l e r  e s t a b l i s h e d  A U T O C A P  p r o g r a m s  u t i l i z e d  b y  
all s i x t e e n  A I A  M e m b e r s  a n d  A m e r i c a n  M o t o r  C o r p o r a t i o n  to 
r e s o l v e  c o n s u m e r  w a r r a n t y  d i s p u t e s .  T h e  b i l l  w o u l d  a p p a r e n t l y  
cull o u t  A U T O C A P s  fr o m  the " a c c e p t e d "  i n f o r m a l  d i s p u t e  r e s o l u t i o n  
p r o c e s s e s  d e s p i t e  t h e i r  p r o v e n  w o r t h  and s t a t u s  as the m o s t  
w i d e l y  u s e d  s u c h  p r o c e s s  in the m o t o r  v e h i c l e  i n d u s t r y .  This 
is b u t  one e x a m p l e  of s e v e r a l  s u c h  a n o m o l i e s .



A I A  s t a n d s  r e a d y  to d i s c u s s  w i t h  y o u  or a n y  m e m b e r  o f  y o u r  
s t a f f  the s p e c i f i c  p r o b l e m s  p o s e d  b y  H-344. P l e a s e  c o n t a c t  
m e  or  D i a n e  D e P o u l d ,  Esq., A I A ' s  G e n e r a l  C o u n s e l  at y o u r  
c o n v e n i e n c e .

R e s p e c t f u l l y  s u b m i t t e d ,

A U T O M O B I L E  I M P O R T E R S  O F  A M E R I C A ,  INC.

G e o r g e  C. N i e l d  
P r e s i d e n t

G C N :ab
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Mr. Jeff Barry, Professional A i d  

H o u s e  La b o r  and Commerce Committee 

Pouch V

J u n e a u  A K  99810

Re: House B i l l  344

D e a r  Jeff:

As a result of our conversation on Tuesday, A p r i l  26, I am sending 

y o u  this letter outlining our concerns with HB 344, the lemon car bill, 

as it is presently drafted. As I indicated, one of the things w e  like 

to do if at all possible is to keep uniformity and consistency from one 

state to the other, if in fact the respective state legislature is 

desirous of passing such a bill.

On page 1, line 12 in Section 45.45.300, w e  w o u l d  like to see the 

w orJs "in writing" between "nonconformity" and "to the." In addition, 

on line 13 following the word "manufacturer" remove the language through 

line 14. The reason is that if the manufacturer has the responsibility 

of buying the vehicle b a c k  or refunding the consumer his money, it is 

important that w e  be aware of the fact there is a nonconformity of the 

vehicle. The only way w e  can achieve this is by h aving the consumer pro­

vide us in w r i t i n g  the fact that h e  is w i l l i n g  to pursue the third party 

settlement procedure as outlined in ( h ) , page 3. If the consumer notifies 

the distributor, agent or dealer, the likelihood of the manufacturer 

receiving such communication is remote, plus the fact there could b e  a 

significant time lapse.

As far as including the terms "distributor, agent or dealer" in the 

rest of the language throughout the bill, that does not create a problem.

On pa g e  1, line 26, we w o u l d  like to see the w o r d  "comparable" inserted 

b e t ween "new" and "motor vehicle." This wo u l d  allow for us to try to wo r k  
out with the consumer a replacement vehicle as close as possible b u t  perhaps 

not exactly like the one he previously had due to its unavailability. A 

p r o blem in this area could occur particularly if the consumer buys the vehicle 

late in the model year.
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On page 1, line 27, we w o u l d  like to see the words "excluding interest" 

inserted after "collateral charges." W e  hav e  no p r o b l e m  refunding the full 

p urchase pr i c e  plus any taxes or license or other fees, b u t  w e  don't like to 

include interest, as that is the individual's choice as to h o w  h e  purchases 

the v e h icle and as to wha t  interest rate h e  pays.

On pag e  2, line 15, include the wo r d  "business" b e t w e e n  the wo r d s  "more" 

and "days." The rationale b ehind this is that 30 or more business days in 

fact gives the dealer or manufacturer about one-third more time to find and 

correct the difficulty. Generally there are about 22 w o r k i n g  days in a 

month and w i t h  "business" days it does allow us some additional time for a 

serious problem.

Sections (e) and (f) on page 2 are new sections which I h a v e  not seen 

in any other state's repair/replace bill. Section ( e ) , relating to the 

unsafe defect, seems overly restrictive in reducing the repair/replace 

time to 14 days. Section i (3) talks about "substantially impairs use and 

value," w h i c h  could in fact relate to the safety of the vehicle, but in 

addition to that, w h o  would make the determination of w h e t h e r  or not it 

is unsafe? Regarding section ( f ) , the remedy is already provided in section

(b) of the bil l  which would require the manufacturer to comply with the 

decision of the third party mechanism, therefore making section (f) unneces­

sary. Also, there has been a general practice throughout the industry 

w h e r e i n  the third party settlement procedure is b i n ding on the manufacturer 

and h e  must comply w i t h  the decision, or the consumer can pursue his case 

in court.

On page 3, line 3, ( h), w e  would like to hav e  the w o r d  "substantially" 

inserted b e t w e e n  "that" and "complies." The rationale is that the Federal 

T r a d e  Commission regulations under Part 703 are voluminous and in fact the 

settlement procedure is not binding on either party, but in practice we 

consider it to be b i n ding on us. Additionally, there are many paperwork 

procedures in those federal regulations which don't really add to the benefit 

of the consumer, but are "make work" for the informal dispute settlement 

procedure mechanism. Therefore, including the wor d  "substantially" b efore 

"complies" means that the program must basically meet all the provisions 

but not to the letter.

The intent of this legislation in the other states is to try to prevent 

the p r o blem from ending up in court where the consumer has to spend time and 

money in order to have his problem resolved. The industry in fact has 

voluntarily embarked on this type of program some four years ago and it 

appears to b e  working out pretty well on a voluntary basis. Again, this is 

designed to resolve the consumer's problem in a quick and expeditious way 

but still does not preclude them from going to court if in fact they are not 

satisfied w i t h  the third party dispute procedure's decision.
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J. w i l l  give y o u  a call after y o u  have h a d  a chance to look this over 
and we can discuss it further at that time.

T h a n k  y ou ve r y  much for you r  consideration.

S i n c e r e l y ,

(j U m .

James W. A ustin 

P ublic Affairs Manager 

Pa c ific Coast Region

JWA/eb
cc: Mr. Dugally, Ford M o t o r  Company

Mr. Ridgeway, General Motors Corporation
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. —  — ——  Warranties/ ‘ ........... . v . ,
V.. Under existing law , a manufacturer who is unable to service or 

repair' goods to conform to applicable express warranties after a 
reasonable number of attempts must either replace the goods or 
reimburse the buyer, as specified. r .V r .

This b i l l would provide that it shall be presumed that a reasonable 
number of attempts have been undertaken to conform a new motor 
vehicle, as defined, excluding motorcycles, motorhomes, and 
off-road vehicles,' to the applicable express warranties i f  w ith in one 
year or 12,000 m iles (1) the same nonconformity, as defined, has been 
subject to repair 4 or more times by the manufacturer or its agents 
and the buyer has directly notified the manufacturer c f the need for 
repair, as specified; or (2) the vehicle is out of service by season of. 
repair for a cumulative total of more than 30 calendar days since the 
delivery of the vehicle to the buyer. The bill would provide that the 
presumption may not be asserted by the buyer until after the buyer 
has resorted to an existing qualified third party' dispute resolution 
process, as defined. The b ill would also provide that & manufacturer 
shall be bound by a decision of the third party process if the buyer 
elects to accept it, and that if  the buyer is dissatisfied whh the third 
party decision the buyer may assert the presumption in an action to 
enforce the buyer’s rights, as specified. ‘ - •
The people o f the State o f California do enact as follows:

■ •
SECTION 1. Section 1793.2 of the Civil Code is amended to read:
1793.2. (a) Every manufacturer of consumer goods sold in  this

stale and for which tire manufacturer has made an express warranty
shall: 

(1) Maintain in this state sufficien': sendee and repair facilities 
reasonably close to all areas where its consumer goods are sold to 
carry out the terms of such warranties or designate and authorize in 
this state as service and repair facilities independent repair or service 
facilities reasonably close to all areas where its consumer goods are 
sold to carry out the terms of such warranties.

As a n  'ans o f complying with paragraph (1) of this subdivision, a 
manufacturer shall be perm itted to enter into warranty service
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contracts w ith independent sendee and repair facilities. The 
warranty service contracts may provide for a fixed schedule of rates 
to be charged for warranty service or warranty repair work, 
however, the rates fixed by such contracts shall be in conformity w ith 
the requirements of subdivision (c) of Section 1793.3. The rates 
established pursuant to subdivision (c) of Section 1793.3, between 
the manufacturer and the independent service and repair facility , 
shall not preclude a good-faith discount which is reasonably related 
to reduced credit and general overhead cost factors arising from the 
manufacturer’s payment of warranty charges direct to the 
independent service and repair facility. The warranty service 
contracts authorized by this paragraph shall not be executed to cover 
a period of time in excess of one year.

(2) In the event o f a failure to comply with paragraph (1) of this 
subdivision, be subject to the provisions of Section 1793.5.

(b) Where such service and repair facilities are maintained in this 
state and service or repair of the goods is necessary because they do 
not conform with the applicable express warranties, service and 
repair shall be commenced within a reasonable time by the 
manufacturer or its reprpcpnt-at-ivp in rViic state. Unless the buyer 
agrees in w riting to the contrary, the goods must be serviced or 
repaired so as to conform to the applicable warranties w ithin 30 days. 
Delay caused by conditions beyond the control of the manufacturer 
or his representatives shall serve to extend this 30-day requirement. 
Where such delay arises, conforming goods shall be tendered as soon 
as possible following termination of the condition giving rise to the 
delay.

(c) It shall be the duty of the buyer to de liver nonconforming 
goods to the manufacturer’s service and repair facility w ithin this 
state, unless, due tr  reasons of size and weight, or method of 
attachment, or method of installation, or nature of the 
nonconformity, sue a delivery cannot reasonably be accomplished. 
Should th e1 ; • - r i  unable to effect return of nonconforming goods 
for any of the above reasons, he shall notify the manufacturer or its 
nearest service and rep,v> xacility w ithin the state. W ritten notice of 
nonconformity to the manufacturer or its service and repair facility 
shall constitute return of the goods for purposes of this section. Upon 
receipt of such notice of nonconformity' the manufacturer shall, at its 
option, service or repair the goods at the buyer's residence, oV pick 
up the goods for service and repair, or r Tange for transporting the 
goods to its se<-vice and repair facility. All reasonable costs of 
transporting the goods when, pursuant to the above, a buyer is 
unable to effect return shall be at the manufacturer’s expense. The 
reasonable costs of transporting nonconforming goods after delivery 
to the service and repair facility until return of the goods to the buyer 
shall be at the manufacturer’s expense.

(d) Should the manufacturer or its representative in this state be 
unable to set vice or repair the goods to conform to the applicable



—  3 — Ch. 388

express warranties after a reasonable number of attempts, the 
manufacturer shall either replace the goods or reimburse the buyer 
in an amount equal to the purchase price paid by the buyer, less that 
amount d irectly attributable to use by the buyer prior to the 
discovery of the nonconformity.

(e) (1) I t  shall be presumed that a reasonable number of 
attempts have been made to conform a new motor vehicle to the 
applicable express warranties if, w ithin one year from delivery to the 
buyer or 12,000 miles, whichever occurs first, either (A) the same 
nonconformity has been subject to repair four or more times by the'^ f--/̂  / 
manufacture r or its agents and the buver has at least o ricea lrec tlv  / 
notified the m n m i f a o h i r » > r  o f  t h e  n e e d  f o r  t h p  r e p a i r  n f  the ' 
ponconformity , or (B) the vehicle is out of service by reason of repair 
ot nonconformities by the manufacturer or its agents for a 
cumulative total of more than 30 calendar days since delivery of the 
vehicle to the buyer. The 30-day lim it shall be extended only if  
repairs cannot be performed due to conditions beyond the control 
of the manufacturer or its agents. The buyer shall be required to 
d irectly notify the manufacturer pursuant to subparagraph (A) only 
if  the manufacturer has clearly and conspicuously disclosed to the 
buyer, w ith the warranty or the owner’s manual, the provisions of 
this subdivision and that of subdivision (d), including the 
requirement that the buyer must notify the manufacturer d irectly 
pursuant to subparagraph (A). This presumption shall be a 
rebuttable presumption affecting the burden of proof in any action 
to enforce the buyer's rights under subdivision (d) and shall not be 
construed to lim it those rights.

(2) I f  a qualified third party dispute resolution process exists, and 
the buyer receives timely notification in w riting of the availability of 
a third party process w ith a description of its operation and effect, 
the presumption in paragraph (1) may not be asserted by the buyer 
un til after the buyer has initially resorted to the th ird party process 
as required in paragraph (3). Notification of the availability of the 
th ird party process is not timely if the buyer suffers any prejudice 
resulting from any delay in giving the notification. I f  a qualified third 
party dispute resolution process does not exist, or if the buyer is 
dissatisfied w ith the th ird party decision, or i f  the manufacturer or 
its agent neglects to promptly fu lfill the terms of such third part)' 
decision, the buyer may assert the presumption provided in 
paragraph (1) in an ction to enforce the fo y e r ’s rights under 
subdivision (d). The findings and decision of the third party shall be 
admissible in evidence in the action without further foundation. Any 
period of lim itation r,f actions under any federal or California laws 
w ith respect to any person shall be extended for a period equal to the 
number of days between the date a complaint is filed with a third 
party dispute resolution process and the date of its decision or the 
date before which the manufacturer or its agent is required by the 
decision to fu lfill its terms, whichever occurs later.
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' (3) A qualified third party dispute resolution process shall be one
that complies with the Federal Trade Commission’s m inimum 
requirements for informal dispute settlement procedures as set forth 
in the Commission’s regulations at 16 Code of Federal Regulations 
Part 703; that renders decisions which are binding on the 
manufacturer i f  the buyer elects to accept the decision; that 
prescribes a reasonable time not to exceed 30 days, w ithin which the 
manufacturer or its agents must fu lfill the terms of those decisions; 
and that each year provides to the Department of Motor Vehicles a 
report of its annual audit required by the Commission’s regulations 
on informal dispute resolution procedures.

(4) For the purposes of this subdivision the following terms have 
the following meanings:

(A) "Nonconformity” means a nonconformity which substantially 
impairs the use, value, or safety of the new motor vehicle.

(B) “New motor vehicle" means a new motor vehicle which is 
used or bought for use primarily for personal, fam ily, or household 
purposes, but does not include motorcycles, metorhomes, or off-road 
vehicles.



D E P A R T M E N T  O F  L A W  —  C O N S U M E R  P R O T E C T I O N  S E C T I O N

May 1983

A U T O M O T I V E  W A R R A N T Y  C O M P L A I N T S

A  N o t e  o n  C o m p l a i n t  S t a t i s t i c s : A  t o t a l  o f  133 a u t o  w a r r a n t y
c o m p l a i n t s  w e r e  f o r m a l l y  f i l e d  w i t h  C o n s u m e r  P r o t e c t i o n  f r o m  J a n­
u a r y  1 9 8 1  t o  A p r i l  1983. T h i s  f i g u r e ,  a l t h o u g h  s i g n i f i c a n t ,  d o e s  
n o t  n e c e s s a r i l y  r e f l e c t  t h e  t o t a l  n u m b e r  nf w a r r a n t y  p r o b l e m s  in 
A l a s k a .

A  s t u d y  b y  T . A . R . P .  Inc., a W a s h i n g t o n  D.C. b a s e d  r e s e a r c h  firm, 
r e v e a l e d  t h a t  96 p e r c e n t  (96%) o f  c o n s u m e r s  w i t h  a c o m p l a i n t  
n e v e r  e v e n  t e l l  t h e  b u s i n e s s  o f  t h e  p r o b l e n ,  m u c h  l e s s  c o m p l a i n  
t o  a g o v e r n m e n t  a g e n c y .  T h e  C o n s u m e r  P r o t e c t i o n  S e c t i o n ' s  
e x p e r i e n c e  o v e r  a t e n  y e a r  p e r i o d  is t h a t  f o r  e a c h  c o n s u m e r  w h o  
c o m p l a i n s ,  t h e r e  a r e  p r o b a b l y  f i v e  o r  m o r e  a d d i t i o n a l  c o n s u m e r s  
i n  a s i m i l a r  s i t u a t i o n .  M a n y  A l a s k a n s  d o  n o t  f i l e  a c o m p l a i n t  
w i t h  C o n s u m e r  P r o t e c t i o n  b e c a u s e :  t h e y  d o n ' t  k n o w  w e  e x i s t ,  t h e y
a r e  d i s t a n t  f r o m  o u r  o f f i c e s ,  o r  o u r  l i m i t e d  a b i l i t y  t o  n e g o t i a t e  
v o l u n t a r y  s e t t l e m e n t s  m a y  n o t  s a t i s f y  t h e i r  n e e d s .  N a t i o n a l  a u t o­
m o b i l e  i n d u s t r y  c o m p l a i n t  s t a t i s t i c s  s h o w  t h a t  t h r e e  p e r c e n t  (3%) 
o f  all n e w  c a r  b u y e r s  f e e l  t h e y  w e r e  s o l d  a d e f e c t i v e  v e h i c l e  and 
a r e  f r u s t r a t e d  in t h e i r  a t t e m p t s  t o  h a v e  t h e  d e f e c t s  c o r r e c t e d .
I f  t h i s  t h r e e  p e r c e n t  n u m b e r  h o l d s  t r u e  in A l a s k a  (and i n d e e d  it 
m i g h t  b e  h i g h e r )  l a s t  y e a r  a l o n e  846 A l a s k a n s  p u r c h a s e d  d e f e c t i v e  
v e h i c l e s  t h a t  m a y  m e e t  t h e  c r i t e r i a  e s t a b l i s h e d  in H B  344.

A N  A N A L Y S I S  O F  A U T O  W A R R A N T Y  C O M P L A I N T S  

J a n u a r y  1981 - A p r i l  1983

T O T A L  N U M B E R  W A R R A N T Y  C O M P L A I N T S  ........................  133

R E G I O N A L  B R E A K D O W N : N u m b e r  P e r c e n t a g e

S o u t h  C e n t r a l / A n c h o r a g e  .......................   101   76%
I n t e r i o r / F a i r b a n k s     14   10%
S o u t h e a s t / J u n e a u  .......................................  I l l      14%

C O M P L A I N T S  B Y  P R I M A R Y  A L L E G A T I O N S :

M u l t i p l e  R e p a i r s  t o  S a m e  D e f e c t  ..................  28   22%
U n r e a s o n a b l e  D e l a y  in R e p a i r s  .....................  17   14%
M u l t i p l e  D e f e c t s  .................................   27   20%
a f e t y  R e l a t e d  D e f e c t  .'..............................  13   10%

C o m p l a i n t  I n v o l v e s  D e f e c t  U n d e r  F e d e r a l
I n v e s t i g a t i o n  (FTC, N H T S A ,  EPA, ect.) ...... 12   9%

P a i n t ,  W a t e r  L e a k    7   f%
M i s c e l l a n e o u s  ...........................................  10    (;%
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T o t a l  C o m p l a i n t s  133 

D I S P O S I T I O N  O F  W A R R A N T Y  C O M P L A I N T S ; N u m b e r  P e r c e n t a g e

M e d i a t e d  to C o n s u m e r ' s  S a t i s f a c t i o n  . . . . T O T A L :  73   55%

R e p a i r s  C o m p l e t e d  ......................................  38   29%
R e p a i r  C o s t s  R e f u n d e d    10   8%
R e p a i r  C o s t  S p l i t  b e t w e e n  F a c t o r y  a n d  C o n s u m e r  8 ..........  6%
M a n u f a c t u r e r  S u p p l i e d  P a r t s  b u t  n o t  L a b o r  .... 5   4%
M a n u f a c t u r e r  o r  D e a l e r  B o u g h t  C a r  B a c k ..... 5   4%
M i s c e l l a n e o u s  .............................   7   5%

( 7 3 )  ........ (55%)

N o t  M e d i a t e d  t o  C o n s u m e r ' s  S a t i s f a c t i o n .TOTAL: 48   36%

B e c a u s e  M a n u f a c t u r e r ' s  R e s p o n s e  W a s :

W a r r a n t y  E x p i r e d    10   8%
N o t  C o v e r e d  b y  T e r m s  o f  W a r r a n t y    8   6%
C o n s u m e r  U n a b l e  to R e t u r n  V e h i c l e  to

D e a l e r s h i p ,  So  R e p a i r s  D e n i e d    2   2%
F a c t o r y  R e f u s e d  t o  A u t h o r i z e  R e p a i r s    4   3%
O w n e r  A b u s e / L a c k  of M a i n t e n a n c e    3   2%
C o n s u m e r  R e f u s e d  to R e t u r n  to D e a l e r s h i p :  (Lost

C o n f i d e n c e  A f t e r  D e a l e r ' s  A t t e m p t s  to P e p a i r ) . 3 ........  2%
R e f u s e d  C o n s u m e r ' s  B u y  B a c k  R e q u e s t    8   6%
M i s c e l l a n e o u s    10   8%

(48) ........ (36%)

W A R R A N T Y  C O M P L A I N T S  N O W  P E N D I N G :  T O T A L :  12 ..........  9%

A n c h o r a g e  ............................. *   8   6%
F a i r b a n k s      2   2%
J u n e a u    2   2%

E C O N O M I C  I M P A C T  O N  C O N S U M E R S

T h e  o w n e r  of a d e f e c t i v e  v e h i c l e  s u f f e r s  r e a l  e c o n o m i c  h a r m ,  m e a ­
s u r e d  in: (1) h o u r s / d a y s  o f  l o s t  w o r k ,  (2) c o s t  o f  s u b s t i t u t e
t r a n s p o r t a t i o n ,  a n d  (3) a f t e r  t h e  w a r r a n t y  e x p i r e s  , c o s t  of  n u m e r­
o u s  r e p a i r s  d u e  tc a f t e r e f f e c t s  of the d e f e c t .

Also, the e c o n o m i c  li f e  a n d  v a l u e  of a d e f e c t i v e  v e h i c l e  is s e r ­
i o u s l y  l e s s e n e d ,  ai.d t h i s  e c o n o m i c  t r u t h  is r e c o g n i z e d  b y  t h e  a u t o­
m o b i l e  i n d u s t r y  itself. T h e  f o l l o w i n g  e x a m p l e  is t a k e n  f r o m  the 
J u n e  1983 "Blue B o o k , "  a w i d e l y  u s e d  g u i d e  to u s e d  c a r  v a l u e s .
C a . c u l a t i o n  of t h e  B l u e  B o o k  r e s a l e  p r i c e  o f  a 19 8 2  C a d i l l a c  i n­
c l u d e s  a d e d u c t i o n  o f  $ 1 , 3 3 5 .  b e c a u s e  the v e h i c l e  is e q u i p p e d  w i t h  
a d i e s e l  e n g i n e  w h i c h  h a s  b e c o m e  n a t i o n a l l y  r e c o g n i z e d  as s e r i o u s­
ly d e f e c t i v e .  T h i s  s h a r p  d e c r e a s e  in v a l u e ,  in c o m p a r i s o n  t o  a 
n o n - d i e s e l  v e r s i o n  o f  the s a m e  C a d i l l a c ,  is m a d e  d e s p i t e  the f a c t  
t h a t  t h i s  p a r t i c u l a r  d i e s e l  e n g i n e  h a d  c o s t  t h e  o w n e r  $925. ext.i 
a t  t h e  t i m e  of p u r c h a s e .  T h us, the o w n e r  of the d e f e c t i v e  d i e s e l  
v e h i c l e  c a n  be s a i d  to  h a v e  s u f f e r e d  an e c o n o m i c  lo s s  of  $ 2 , 4 6 0 .  
in t h e  v a l u e  o f  h i s / h e r  d e f e c t i v e  v e h i c l e  in c o m p a r i s o n  to t h e  
o w n e r  of a s i m i l a r  C a d i l l a c  w i t h o u t  t h e  d e f e c t .
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STATE 
of A LA SK A

t o  [“ Hep. W a i t  F u r n a c e ,  C h a i r m a n DATE M a y  04, 1983

FILE NO

TELEPHONE NO 2 7 9 - 0 4 2 8

FROM : N O R M A N  G O R S U C H  
A T T O R N E Y  G E N E R A L
B y :

SUBJFCT H B  344
M o t o r  V e h i c l e  
W a r r a n t i e s

S c o t t y  D a w k i n s ,  I n v e s t i g a t o r  
C o n s u m e r  P r o t e c t i o n  S e c t i o n  
A G O / A n c h o r a g e

T h e  w e e k l y  n e w s p a p e r  " A u t o m o t i v e  N e w s "  r e p o r t e d  t h a t  t h e  

a v e r a g e  19 8 2  a u t o m o b i l e  sold for $ 9 9 1 0 . 0 0 .  In A l a s k a  I ' m  

s u r e  th i s  fig\’re is c o n s i d e r a b l y  h i g h e r ,  h o w e v e r ,  e v e n  at 

t h i s  p r i c e  v e h i c l e s  r o u t i n e l y  are d e l i v e r e d  to b u y e r s  w i t h  

b u i l t - i n  p r o b l e m s .  G e n e r a l  M o t o r s  r e c e n t l y  s a i d  "When a 

p r o d u c t  is m a s s - p r o d u c e d ,  it is p o s s i b l e  t h a t  f r o m  t i m e  to 

t i m e  a p a r t i c u l a r  i t e m  m a y  be c o m p l e t e d  a n d  y e t  c o n t a i n  a 

d e f e c t  in m a t e r i a l  or w o r k m a n s h i p " .  G M  w a s  s p e a k i n g  to the 

p r o b l e m s  w i t h  t h e  O l d s m o b i l e  d i e s e l  e n g i n e ,  t h e  C h e v e t t e  

t r a n s m i s s i o n  t h e y  i n s t a l l e d  in t h e i r  full size c a r s  and the 

t h o u s a n d s  of c a m s h a f t s  t h a t  f a i l e d  in t h e  3 0 5 / 3 5 0  C h e v r o l e t  

V 8 s ince 1974. G M  w a s  m a k i n g  the u n d e r s t a t e m e n t  of t h e  year, 

w h e n  th e y  m a d e  t h i s  a d m i s s i o n .

Con s u m e *  R e p o r t s  o f t e n  f i n d s  o v e r  f w e l v e  b u i l t - i n  d e f e c t s  in the 

n e w  c a r s  t h e y  test. O f t e n  the m a n u f a c t u r e r  is a w a r e  of t h e s e  

d e f e c t s  b u t  s e l d o m  is any v o l u n t a r y  a c t i o n  t a k e n  to c o r r e c t  the 

p r o b l e m s  in c a r s  t h a t  are a l r e a d y  b u i i _ .  I n s t e a d  the



m a n u f a c t u r e r  r e l i e o  on t h e  p r e d e l i v e r y  i n s p e c t i o n  p r e f o r m e d  b y  

t h e  d e a l e r  to  d e t e c t  a n d  c o r r e c t  t h e s e  p r o b l e m s .  W h a t  a c t u a l l y  

h a p p e n s  is th a t  the b u y e r  finds the p r o b l e m s  a f t e r  d e l i v e r y  a n d  

f a c e s  t h e  h a s s l e  of a t t e m p t i n g  t o  ha v e  r e p a i r s  c o m p l e t e d  by the 

d e a l e r .

M o s t ,  if n o t  all n e w  c a r  w a r r a n t i e s  r e q u i r e  t h a t  y o u  t a k e  

y o u r  c a r  b a c k  to the d e a l e r  for t h e s e  w a r r a n t y  r e p a i r s .  In 

A l a s k a  t h e  fa c t  t h a t  y o u r  n e w  c a r  d e a l e r  m a y  be h u n d r e d s  of 

m i l e s  a w a y  s o m e w h a t  c o m p l i c a t e s  t h i s  r e q u i r e m e n t .

E v e n  if y o u  live in the A n c h o r a g e  ar e a  w a r r a n t y  s e r v i c e  can be a 

p r o b l e m .  C o n s u m e r s  o f t e n  r e p o r t  t o  me t h a t  it t a x e s  two w e e k s  o r  

m o r e  j u s t  to  g e t  t h e i r  c a r  in t o  t h e  d e a l e r ' s  r e p a i r  shop. It is 

c l e a r  m a n y  A l a s k a n  a u t o m o b i l e  d e a l e r ' s  la c k  a d e q u a t e  s e r v i c e  

d e p a r t m e n t s  for the n u m b e r  of v e h i c l e s  t h e y  sell. Indeed, I w a s  

r e c e n t l y  t o l d  by a m a j o r  m a n u f a c t u r e r ' s  r e p r e s e n t a t i v e  t h a t  t h e i r  

l a r g e s t  A l a s k a n  d e a l e r  h a d  h a l f  t h e  n u m b e r  of m e c h a n i c s  t h e y  

s h o u l d  h a v e ,  by n a t i o n a l  s t a n d a r d s .  Indeed, it is not u n u s u a l  to 

f i n d  an A l a s k a n  d e a l e r s h i p  t h a t  h a s  m o r e  sales p e r s o n n e l  t h a n  it 

h a s  m e c h a n i c s .

L a s t  y e a r  t h e  25 A l a s k a n  n e w  car d e a l e r s  sold 2 7 , 7 0 5  n e w  

v e h i c l e s ,  w h i c h  w o r k s  o u t  to be 1,148 n e w  v e h i c l e s  per 

d e a l e r s h i p .  A u t o m o t i v e  N e w s  of M a y  1983, r e p o r t s  the s a l e s  p e r  

d e a l e r  o f  t h e  a v e r a g e  G M  s i n g l e  ix n e  d e a l e r  is 265 v e h i c l e s .  The

N o .  2
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a v e r a g e  A l a s k a n  a u t o m o b i l e  d e a l e r s h i p  is big b u s i n e s s  w i t h  t h e  

a v e r a g e  g r o s s  s a l e s  in e x c e r s  of  $ 1 0 , 4 8 0 , 0 0 0 .  I n d e e d  A l a s k a  is 

h o s t  to t w o  o f  the m o s t  p r o f i t a b l e  d e a l e r s h i p s  in the c o u n t r y  

a n d  t h e  o n l y  full l i n e  G M  d e a l e r  this si d e  of K u w a i t .

D e s p i t e  t h e  h e a l t h y  c o n d i t i o n  of the a u t o  d e l a e r s  in A l a s k a ,  

A l a s k a n  b u y e r s  of n e w  c a r s  h a v e  p r o b l e m s  w h e n  it c o m e s  to 

o b t a i n i n g  s e r v i c e  o n  the d e f e c t i v e  p r o d u c t s  t h e y  w e r e  sold. W h a t

r e c o u r s e  d o  t h e s e  b u y e r s  h a v e ?  In A l a s k a  v e r y  little. W h i l e  all 

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

t h e  c o u n t r y ,  a s y s t e m  t h a t  i n c l u d e s  t h o u s a n d s  o f  e m p l o y e e s  and 

d o z e n s  of o f f i c e s ,  n o t  o n e  m a n u f a c t u r e r  h a s  a o f f i c e  o r  an 

e m p l o y e e  in t h i s  s t a t e  t h a t  is r e s p o n s i b l e  for a n y  of t h e  a s p e c t s  

of c u s t o m e r  s e r v i c e .  An A l a s k a n  w i t h  v e h i c l e  p r o b l e m s  h a ^  to 

r e l y  on an O r e g o n  or W a s h i n g t o n  s e r v i c e  r e p r e s e n t a t i v e  t h a t  

v i s i t s  o n c e  e v e r y  6 t o  8, w e e k s  or lo n g  d i s t a n c e  t e l e p h o n e  c a l l s  

t o  S e a t t l e ,  C a l i f o r n i a  or D e t r o i t .  In o t h e r  s t a t e s  m o s t  of the 

m a n u f a c t u r e r s  h a v e  s e t  u p  t h i r d - p a r t y  a r b i t r a t i o n  s y s t e m s  to h e l p  

d e a l  w i t h  t h e s e  p r o b l e m s .  In A l a s k a  n o b o d y  has as of t h i s  date. 

I n s t e a d  y o u  m a y  be  r e f e r r e d  to a S e a t t l e  b a s e d  a r b i t r a t i o n  

p r o g r a m s .  A  c o n s u m e r  m a y  s e e k  r e d r e s s  t h r o u g h  l i t i g a t i o n .  

H o w e v e r ,  the S m a l l  C l a i m s  l i m i t  o f  $ 2 0 0 0 . 0 0  p r e c l u d e s  m o s t  of 

t h e s e  cases. A l a s k a n  a t t o r n e y s  normal.1 y are r e l u c t a n t  to h a n d l e  

t h e s e  c a s e s  d u e  to t h e  la c k  of s t a t u t o r y  d e f i n i t i o n s  and m i n i m a l  

c a s e  law, b e s i d e s  t h e  u i m e  a n d  e x p e n s e  i n v o l v e d .

t



I d o n ' t  w i s h  to w a s t e  the c o m m i t t e e 1s t i m e  w i t h  a n y  

u n n e c e s s a r y  r h e t o r i c  b u t  let me o u t l i n e  f i v e  s e p a r a t e  

c o m p l a i n t s  t h a t  I h a v e  r e c e n t l y  b e e n  i n v o l v e d  w i t h .  The f i r s t  

c o m p l a i n t  c a m e  f r o m  a D i s t r i c t  C o u r t  J u d g e  w h o  f o r  18 mon*' 

had b e e n  t r y i n g  to  h a v e  his 1980 v e h i c l e ' s  t h i r s t  for e n g i n e  

o i l  a n d  an i n o p e r a t i v e  h o r n  r e p a i r e d .  T h e  d e a l e r  w h o  had 

w o r k e d  on t h i s  p r o b l e m  10 t i m e s  t o l d  the j u d g e  t h a t  the 

w a r r a n t y  h a d  n o w  e x p i r e d ,  a n d  s i n c e  the d e a l e r  d i d n ' t  b u i l d  

the c a r  just, s o l d  it, he w a s  not r e s p o n s i b l e .  I n s t e a d  the 

d e a l e r  o f f e r e d  h a l f  o f  the $9000 s e l l i n g  p r i c e  in t r a d e  for 

a n e w  car. T h e  j u d g e  t h e n  c o n t a c t e d  the m a n u f a c t u r e r  o n l y  to 

be r e b u f f e d .  T h e y  w o u l d  n o t  e v e n  r e t u r n  h i s  c a l l s .  It is 

w e l l  k n o w n  t h a t  t h i s  b r a n d  o f  v e h i c l e  h a d  a n  o i l - b u r n i n g  

d e f e c t  b u t  t h e  A l a s k a n  i n d u s t r y  r e f u s e d  t o  a c k n o w l e d g e  it.

Th e  s e c o n d  c o m p l a i n t  c a m e  f r o m  a V a l d e z  r e s i d e n t  w h o  p u r c h a s e d  a 

c a r  f r o m  an A n c h o r a g e  d e a l e r .  T h e  s a l e s m a n  a s s u r e d  the b u y e r  

t h a t  w a r r a n t y  w o r k  c o u l d  be h a n d l e d  in V a l d e z .  T h e  b u y e r  al s o  

b o u g h t  an a d d i t i o n a l  s e r v i c e  c o n t r a c t  to e x p a n d  h i s  w a r r a n t y  to 5 

y e a r s  or  5 0 , U 0 0  m i l e s .  S e v e n  m o n t h s  l a t e r  the v e h i c l e ' s  e n g i n e  

f a i led. C o n t a c t  w a s  m a d e  w i t h  the d e a l e r  w h o  i n f o r m e d  the 

c o n s u m e r  t h a t  r e p a i r s  w o u l d  o n l y  b e  m a d e  a t  the d e a l e r s h i p  and 

w h a t e v e r  e x p e n s e s  w e r e  a c c r u e d  in t o w i n g  t h e  n o w  d i s a b l e d  v e h i c l e  

f r o m  V a l d e z  t o  A n c h o r a g e  w o u l d  be o u t  of t h e  o w n e r s  p o c k e t .  I 

t r i e d  b u t  w a s  u n s u c c e s s f u l  in r e s o l v i n g  t h i s  d i l e m m a .  T h e  

c o n cn m e r  e n d e d  u p  p a y i n g  s e v e r a l  h u n d r e d  d o l l a r s  to have h i s  

d i s a b l e d  t r u c k  s h i p p e d  to A n c h o r a g e ,  and p r o b a b l e y  h u n d r e d s  m o r e  

to s h i p  it h o m e  a f t e r  t h e  r e p a i r s .



T h e  t h i r d  c o m p l a i n t  w a s  b y  an A l a s k a  S t a t e  T r o o p e r .  His s t a t i o n  

w a g o n  h a d  b e e n  in t h e  d e a l e r s  s h o p  8 t i m e s  in a f u t i l e  b a t t l e  to 

e f f e c t  r e p a i r s  to a d e f e c t i v e  e n g i n e .  O u r  i n t e r v e n t i o n  f i n a l l y  

c o n v i n c e d  t h e  m a n u f a c t u r e r  to  r e p l a c e  t h e  e n g i n e .  H o w e v e r ,  the 

p r o b l e m s  d i d  n o t  end. T h e  r e p l a c e m e n t  e n g i n e  a l s o  fail e d .  It 

w a s  a g a i n  r e p a i r e d  b u t  to t h i s  d a y  s t i l l  u s e s  an e x c e s s i v e  a m o u n t

.x » - ■ i *?.
- •

j..; f o u r t h  c o m p l a i n t  ca m e  f r o m  a K e t c h i k a n  r e s i d e n t .  T h e  v e h i c l e  

in q u e s t i o n  h a d  b e e n  p u r c h a s e d  in W a s h i n g t o n .  A g a i n  a s s u r a n c e  

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

d o n e  in K e t c h i k a n .  T h e  v e h i c l e ,  a s m a l l  fo u r  w h e e l  d r i v e  unit, 

d e v e l o p e d  a s e v e r e  v i b r a t i o n .  T h e  c o n s u m e r  s o o n  f o u n d  o u t  how 

r e l i a b l e  t h e  w a r r a n t y  r e p r e s e n t a t i o n s  w e r e .  A f t e r  h a v i n g  a 

n u m b e r  of l o c a l  g a r a g e s  w o r k  on t h e  p r o b l e m ,  t h e  c o n s u m e r  p a i d  to 

h a v e  t h e  v e h i c l e  s h i p p e d  b a c k  to t h e  W a s h i n g t o n  d e a l e r .  T h e  

d e a l e r  m a d e  a n u m b e r  of m o d i f i c a t i o n s  to the v e h i c l e  t h e n  s h i p p e d  

the v e h i c l e  b a c k  to K e t c h i k a n ,  at the c o n s u m e r 1s e x p e n s e . The 

p r o b l e m  p e r s i s t e d ,  h o w e v e r ,  a n d  f i n a l l y  p r o g r e s s e d  to the p o i n t  

t h a t  t h e  S t a t e  T r o o p e r s  o r d e r e d  t h e  car o f f  the road. O u r  o f f i c a  

w a s  c a l l e d  a n d  f i n a l l y  a f t e r  t e c h n i c a l  i n f o r m a t i o n  w a s  r e c e i v e d  

f r o m  D e t r o i t  a l o c a l  g a r a g e  w a s  a b l e  to c o r r e c t  the d e f e c t .  The 

c a r  h o w e v e r ,  is in a d e t e r i o r a t e d  c o n d i t i o n  c a u s e d  b y  the 

v i b r a t i o n s  of the d e f e c t .

No. 5
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A l a s k a  d e a l e r s  a n d  t h e i r  e m p l o y e e s  h a v e  on n u m e r o u r  o c c a s i o n s  

s t a t e d  t h e y  w i s h  t h e y  c o u l d  do m o r e  to  c o r r e c t  t h e s e  p r o b l e m s .

On o c c a s i o n  I h a v e  b e e n  t o l d  by  d e a l e r s h i p  p e r s o n n e l  t h a t  a 

p a r t i c u l a r  a u t o m o b i l e  w a s  a l e m o n  a n d  s h o u l d  be b r o u g h t  back? 

h o w e v e r ,  t h e r e  h a n d s  w e r e  t i e d  a n d  t h e y  c o u l d  o n l y  f o l l o w  

m a n u f a c t u r e r s  p r o c e d u r e s  or t h a t  the m a n u f a c t u r e r  w o u l d  n o t  

a u t h o r i z e  w h a t  n e e d e d  to b e  done.

I c o u l d  g o  on w i t h  m a n y  m o r e  " h o r r o r "  s t o r i e s  b u t  I t h i n k  I've 

m a d e  m y  p o i n t .  A l a s k a n s  h a v e  s e v e r e  p r o b l e m s  in o b t a i n i n g  

s e r v i c e  on t h e i r  n e w  cars, and H o u s e  B i l l  344 g o e s  a l o n g  way to 

c o r r e c t  t h e s e  w o e s .
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dealers to replace cars

S3

By JIM ERICKSON
Daily News reponer

Alaska auto dealers would 
be iorcec  to buy  back or 
replace automotive " lem on s,”  
defective new cars that ciefy 
all attempts at repair, if legis­
lation introduced recently in 
the state Senate and House 
becomes law.

House Bill 344 calls * for 
replacement o f  a new car or a 

^ - r e f u n d - o f  the purchase price 
\  when manufacturing defects 
^  make the car unariveable for  

30 days or more during the 
first year of ownership. •

The so-called "lem on la w "  
is scheduled fo r  a House La- 

^  bor and Commerce Committee 
hearing Monday. ,1 • .

''-7- An identical bill introduced - 
^ in the Senate by  Sen. Bill 
J -flay, D-Juneau, has not been . 

scheduled for a bearing.
^  The House measure was 
^  in trodu ced  last m onth  by  

.Rep. Mike M iller / D-Juneau. 
Miller said Saturday the leg ­
islation would compel dealers 
and manufacturers to honor “ 
new-car warranties promptly.

"T h e  leg is la tion  d o e s n ’t 
spell out the warranty,”  he 
cautioned. “ That ’s up to the 
manufacturer. What it does do 
is put full force of the state 
law behind customer satisfac­
tion of that w arranty ."

If the defect poses a safety

haza.d, the car must be re­
paired within 14 days, the 
measure states.

In all cases, dealers would 
be allowed four chances to fix 
the car, b e fo r e  the buyer- ' 
could demand a refund or a ‘ 
replacement. The measure ap­
plies only to failures covered 
by new-car warranties, and 
only during the first year of 
ownership.

"W h at  we are ta lk in g  
about is co rrect in g  m a jor  
p rob lem s of th e  v e h ic l e , "  
Miller said. "This  is not in 
regard to trivial repairs or 
problems that result due to~ 
owner abuse."

S im ila r  le g is la t io n  has 
been adopted in California, 
Connecticut, M ontana  and 
W yom ing , said  leg is la t iv e  
aide Denise Zachary. Ten oth­
er states are considering lem: 
on laws, she said.

Monday's hearing will  be 
linked to Anchorage, Fair­
banks and Ketchikan via the 
state teleconference network.

Zachary said the public can 
comment on the bill by at­
tending the teleconference, to 
be held in Anchorage at the 
Anchorage Legislative Infor­
mation Office, 1024 W Gtb 
Ave.

The teleconference will be­
gin at 7 a.m.

s a phrase for every misdeed
(Not to mention the ul t imate disaster. " I f  you 
eat that now. you wonlt be hungry for dinner!")

And then there is the chapter on Questions 
Without Answers These general ly come along 
during the teen age years.

Quest ions l ike , "You ’re i . j ;  going out 
dressed l ike  that, t i e  you?"

Or, ' " i ou know this goes against everything 
we’ve ever taught ycu, don’t you , ’’

Not to mention the a'1-time winner, which 
spans most of the formative years:"Just what 
do you think you’re doing?"

Experienced mothers know they can mix
and match these phrases for special effect, as
in: " ^ s.\.wn,ere. ° °  >'ou think vou're :oing —:— l i ke f i aT  J______________ ‘

“When you ’re grown and have children of 
your own, that's whe'j."

This last, especial ly, falls under the def ini­
tion of all-purpose Motherese, touching as it 
does on the perpetual ly ripe arena of l ife alter 
one has children of one's own.

Of course, i t ’s not al l conflict and threats in 
Mothered There's the Broken Heart chapter, 
things mo.hers say to make you feel better. 
Things l ike, "Ten years from now this w i l l  ail 
seem funny" and "Just think of it as good 
experience" — not to mention the al lt ime 
classic, "Well , just consider yoursel f lucky, a 
mar. wi l l  never marry a g.rl l ike that'"

1 suppose with changing mores they’l l be 
wanting to update the Mother's Fhrasc- Book

. hc?n-p ln n r  -r.r-Vp h ?■- tic ilp  mn-f- k ir. be;
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IN T H E  H O U S E  P H I L L I P S

H O U S E  B I L L  NO. 344 

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

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

A  B I L L

F o r  a n  Act ent it l e d :  " A n  Ac t  r e l a t i n g  to m o t o r  v e h i c l e  w a r r a n t i e s . "

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

* S e c t i o n  1. A S  4 5 . 4 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

A R T I C L E  6. M O T O R  V E H I C L E  W A R R A N T I E S .

Sec. 4 5 . 4 5 . 3 0 0 .  M O T O R  V E H I C L E  W A R R A N T I E S .  (a) If a n e w  m o t o r  

v e h i c l e  d o e s  not c o n f o r m  to a n  e x p r e s s  w a r r a n t y  that is a p p l i c a b l e  to 

it a n d  the o w n e r  of  the v e h i c l e  r e p o r t s  the n o n c o n f o r m i t y  to the 

m a n u f a c t u r e r  or d i s t r i b u t o r  of the v e h i c l e ,  the a gent of the m a n u f a c­

tur e r  or  d i s t r i b u t o r ,  or the m a n u f a c t u r e r ' s  or d i s t r i b u t o r ' s  d e a l e r  

d u r i n g  the t e r m  of the w a r r a n t y  or w i t h i n  one y e a r  a f t e r  the d a t e  of 

d e l i v e r y  of the m o t w r  v e h i c l e  to the owner, w h i c h e v e r  d a t e  is e a r l i er ,  

the m a n u f a c t u r e r ,  d i s t r i b u t o r ,  agent, or d e a l e r  s h a l l  m a k e t h e  n e c e s­

sary r e p a i r s  to c o n f o r m  the v e h i c l e  u n d e r  the e x p r e s s  w a r r a n t y .

f b ) If a m a n u f a c t u r e r ,  d i s t r i b u t o r ,  agent, or d e a l e r  is u n a b l e  

to c o n f o r m  the m o t o r  v e h i c l e  u n d e r  a n  a p p l i c a b l e  e x p r e s s  w a r r a n t y  

u n d e r  (a) of this s e c t i o n  a f t e r  a r e a s o n a b l e  n u m b e r  of a t t e m p t s  and 

the n o n c o n f o r m i t y  is a d e f e c t  o r  c o n d i t i o n  that s u b s t a n t i a l l y  i m p a i r s  

the u s e  a n d  v a l u e  of the m o t o r  v e h i c l e  to the owner, the m a n u f a c t u r e r  

or d i s t r i b u t o r  s h a l l  a c c e p t  the r e t u r n  of the d e f e c t i v e  m o t o r  vehicle, 

a n d  shall, at the o p t i o n  of the owner, r e p l a c e  the m o t o r  v e h i c l e  w i t h  

a n e w  m o t o r  v e h i c l e ,  o r  r e f u n d  the p u r c h a s e  p r i c e  to the owner, i n­

cl u d i n g  all c o l l a t e r a l  charges. A  r e f u n d  u n d e r  this s u b s e c t i  n  s ha l l

be m a d e  to the o w n e r  and  to a l i e n h o l d e r  as t h e i r  r e s p e c t i v e  i n t e r e s t s  

appear.
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1 (c) It is a n  a f f i r m a t i v e  d e f e n s e  tc a c l a i m  m a d e  u n d e r  (b) of

2 this s e c t i o n  for  a n e w  m o t o r  v e h i c l e  or a r e f u n d  tha t the n o n c o n f o r m i -

3 ty c o m p l a i n e d  of

4 (1) does  not s u b s t a n t i a l l y  i m p a i r  th e u s e  an d  v a l u e  of the

5 m o t o r  v e h i c l e ;  or

6 (2) is the r e s u l t  of abuse, n e g le c t ,  o r  u n a u t h o r i z e d  m o d i -

7 f i c a t i o n  or a l t e r a t i o n  of the m o t o r  v e h i c l e  by the owner.

8 (d) A  p r e s u m p t i o n  that a r e a s o n a b l e  n u m b e r  of a t t e m p t s  h a v e  b e e n

9 u n d e r t a k e n  to c o n f o r m  a m o t o r  v e h i c l e  u n d e r  a n  a p p l i c a b l e  e x p r e s s

10 w a r r a n t y  is e s t a b l i s h e d  if (1) the same n o n c o n f o r m i t y  has b e e n  s u b j e c t

11 to r e p a i r  f o u r  or m o r e  times by the m a n u f a c t u r e r  or d i s t r i b u t o r ,  its

12 agent, o r  its d e a l e r  d u r i n g  the t e r m  of the w a r r a n t y  or the o n e - y e a r

13 p e r i o d  a f t e r  d e l i v e r y  of the m o t o r  v e h i c l e  to the owner, w h i c h e v e r

14 p e r i o d  t e r m i n a t e s  first, but the n o n c o n f o r m i t y  c o n t i n u e s  to e;:ist; o r

15 (2) the v e h i c l e  is out of s e r v i c e  fo r  r e p a i r  for  a t o t al  of 30 o r  m o r e

16 days d u r i n g  the w a r r a n t y  t e r m  o r  the o n e - y e a r  p e r i o d  r e f e r r e d  to in

17 (1) of this s u b s e c t i o n ,  w h i c h e v e r  p e r i o d  t e r m i n a t e s  first. A  p e r i o d

18 of time u n d e r  this s u b s e c t i o n  is e x t e n d e d  by any p e r i o d  d u r i n g  w h i c h

19 r e p a i r  s e r v i c e s  are not a v a i l a b l e  to the o w n e r  fo r r e a s o n s  tha t  are

20 not the r e s p o n s i b i l i t y  of the owner.

21 (e) If the n o n c o n f o r m i t y  is a d e f e c t  in the m o t o r  v e h i c l e  that

22 m a k e s  it u n s a f e  for the o w n e r  to o p e r a t e  it a n d  the d e f e c t  is r e p o r t e d

23 u n d e r  (a) of this section, the time p e r i o d  fo r  repair, refu nd ,  or

24 r e p l a c e m e n t  u n d e r  (b) c f  this s e c t i o n  is r e d u c e d  to 14 days.

25 (f) A  f a i l u r e  to r e p l a c e  or r e f u n d  the p u r c h a s e  p r i c e  of a m o t o r

26 v e h i c l e  w h e n  t h e r e is n r e q u i r e m e n t  to do so u n d e r  this s e c t i o n  is a n

27 u n f a i r  t r a d e  p r a c t i c e  u n d e r  A S  4 5 . 50 . 4 7 1 .

28 (g) T h e  p r o v i s i o n s  of this s e c t i o n  do not limit o t h e r  r i g h t s  an d

29 r e m e d i e s  that r a y  be a v a i l a b l e  to the o w n e r  of a m o t o r  v e h i c l e  u n d e r



1 o t h e r  p r o v i s i o n s  of law.

2 (h) If a m a n u f a c t u r e r  or d i s t r i b u t o r  has e s t a b l i s h e d  a n  i n f o r m a l

3 d i s p u t e  s e t t l e m e n t  p r o c e d u r e  that c o m p l i e s  w i t h  the p r o v i s i o n s  o f  16

4 C.F.R. Par t  703, as that  P a r t  m a y  b e  am e n d e d ,  the p r o v i s i o n s  of (b) of

5 thi s s e c t i o n  c o n c e r n i n g  r e f u n d  or r e p l a c e m e n t  do no t  a p p l y  to an o w n e r

6 w h o  h a s  not first r e s o r t e d  to t h e  i n f o r m a l  d i s p u t e  s e t t l e m e n t  p r o c e -

7 dure.

8 (i) I n  this s e c t i o n

9 (1) " m o t o r  v e h i c l e "  o r  " v e h i c l e "  m e a n s  a m o t o r  v e h i c l e  as

■>0 d e f i n e d  in AS 2 8 . 3 5 . 3 6 0  that is r e q u i r e d  to be r e g i s t e r e d  u n d e r

11 A S  2 8 . 1 0  or w i t h  a g o v e r n m e n t a l  a g e n c y  of a n o t h e r  j u r i s d i c t i o n  per-

12 f o r m i n g  a s i m i l a r  fun c t i o n ;

13 (2) " o w n e r "  m e a n s  a p u r c h a s e r ,  o t h e r  t h a n  for resale, of a

14 n e w  m o t o r  v e h i c l e ,  a p e r s o n  to w h o m  the m o t o r  v e h i c l e  is t r a n s f e r r e d

15 d u r i n g  the t e r m  of an e x p r e s s  w a r r a n t y  a p p l i c a b l e  to the v e h i c l e ,  or

16 any o t h e r  p e r s o n  e n t i t l e d  to e n f o r c e  an e x p r e s s  w a r r a n t y  on the v ehi-

17 cle u n d e r  the terms of th e  w a r r a n t y ;

18 (3) " s u b s t a n t i a l l y  i m p a i r s  u s e  a n d  v a l u e "  r e f e r s  to a

19 d e f e c t  or c o n d i t i o n  in a v e h i c l e  that

20 (A) p r e v e n t s  it f r o m  b e i n g  op e r at e d ;

21 (B) m<tkes it u n s a f e  to o p e ra t e ;  or

2? (C) d e c r e a s e s  the e c o n o m i c  life of the v e h ic l e .
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GENERAL LAW

The act aiso reduces the amount o f interest that is 
forfeited by a tenant for late payment of a month's 
rent from the interest earned during the entire year to 
the interest earned during the month that the rent 
payment was late.
EFFECTIVE DATE: October I 1982

PA 82-287—sHB 5729 
General Law Committee

AN ACT CONCERNING AUTOMOBILE 
WARRANTIES
SUMMARY: This act requires a manufacturer o f a 
new pasr :nger car, van or truck or the manufac­
turer’s agent or authorized dealer to repair all defects 
covered by a written warranty if reported by the pur­
chaser during the warranty period or within one year 
of the vehicle's delivery date, whichever is earlier. If 
these vendors are unable to repair a defect which sub­
stantially impairs the vehicle’s use and value after a 
reasonable number of attempts, the act requires the 
manufacturer to cither rcpla'e the vehicle or refund 
.he full purchase price and collateral charges, less an 
allowance for the consumer’ s use. A refund is made 
to the consumer and to anyone holding a lien on the 
vehicle. I f  a manufacturer has established an infor­
mal dispute settlement mechanism that complies in 
all respects with relevant Federal Trade Commission 
regulations, the act requires a consumer to attempt to 
settle the dispute through this mechanism before the 
act’s refund or replacement provisions apply. The act 
specifies that the manufacturer has the following af­
firms live defenses in any suit to have a vehicle re­
placed or to recover the cost of a vehicle:

.') The defect does not 'ubstan'.ially impair the 
vehicle’s u?e and value; and 
2) The defect was caused by the consumer’s 
abuse, neglect or unauthorized modification of 
the vehicle.

The act specifics that a "reasonable number of at­
tempts”  have been undertaken when:

1) the same problem has been subject to repair 
four or more times during the warranty period 
or within one year of the vehicle’ s delivery date, 
whichever is earlier; or
2 )  the vehicle has been O l  t of service for repair 
for a cumulative total of 30 calendar days dur­
ing the same period.

In addition, the act extends the term of a written 
warranty, the one-year period following the vehicle's 
delivery and the 30-day period for repair for the 
period of time during which rcoa.r services arc un­
available due to war, invasion, strike, fire, flood or 
other natural disasteis.

Finally, the act does not limit other rights or 
remedies available to a consumer under any other law.
EFFECTIVE DATE: October 1. 198?
COMMENT
Informal Dispute Settlement Mechanisms

Federal Trade Commission regulations providing a 
means to mediate disputes between consumers and 
warrantors were issued under the authority of the 
“ Magnuson-Moss Warranty Act.”  They must be 
complied with only if the manufacturer refers to such 
a meehar* m in the warranty. The regulations:

1) establish requirements for consumer 
notification;
2) require the mechanism to be insulated from 
the manufacturer’s influence and that the 
decision-makers not be associated in any way 
with a party to a dispute;
3) require that the mechanism be free to the 
consumer; and
4) generally require that a dispute be settled 
within 40 days.

I’ A 82-299—sSB 300
Finance, Revenue and Bonding Committee 
General Law Committee

AN ACT ESTABLISHING A CATERER’ S 
PERMIT
SUMMARY: This act establishes a restaurant liquor 
permit for catering establishments. The permit allows 
the sale of liquor to persons invited to and attending 
a catered event. The act also:

1) limits the hours and days such an establish­
ment may sell liquor to the same as those prev­
iously established by law for restaurants, 
hotels, cafes, and several other types of on­
premises permits;
2) specifies that the permittee is not required to 
be open except during the hours events arc 
scheduled; and
3) specifies (hat (he permittee is required to 
comply with local health regulations.

The permit fee is S I,200.
EFFECTIVE DATE: July I, 1982
FURTHER EXPLANATION
Permit Eligibility

A person or business organization is eligible for the 
permit if he or it:

1) regularly furnishes rooms for hire for par­
ticular events or regularly furnishes provisions 
or services for these events;



S u b s t i t u t e  R o u s e  B i l l  No- 5 7 2 9

P U B L I C  A C T  N O. 8 2 - 2 8 7  

AN A C T  C O N C E R N I N G  A U T O H O B I L E  W A R R A N T I E S .

B e  i t  e n a c t e d  by t h e  S.inate a n d  H o u s e  of
R e p r e s e n t a t i v e s  in G e n e r a l  A s s e m b l y  c o n v e n e d :

(NEW) (a) A s  u s e d  i n  t h i s  a c t :  (1)
" C o n s u m e r "  D e a n s  t h e  p u r c h a s e r ,  o t h e r  t h a n  for 

p u r p o s e s  o f  r e s a l e ,  o f  a m o t o r  v e h i c l e ,  a n y  p e r s o n  
to  v h o c  s u c h  n o t o r  v e h i c l e  i s  t r a n s f e r r e d  d u r i n g  
t h e  d u r a t i o n  of a n  e x p r e s s  w a r r a n t y  a p p l i c a b l e  to 

s u c h  a o t o r  v e h i c l e ,  a n d  a n y  o t h e r  p e r s o n  e n t i t l e d  
by  t h e  t e r n s  of  s u c h  w a r r a n t y  to e n f o r c e  t h e

o b l i g a t i o n s  o f  t h e  w a r r a n t y ;  a n d  (2 ) " n o t o r  
v e h i c l e "  m e a n s  a p a s s e n g e r  a o t o r  v e h i c l e  o r  a 

p a s s e n g e r  a n d  c o m m e r c i a l  n o t o r  v e h i c l e ,  as d e f i n e d  
in s u b d i v i s i o n s  (35) a n d  (36) o f  s e c t i o n  14-1 of 
t h e  g e n e r a l  s t a t u t e s ,  a s  a n e n d e d ,  w h i c h  is s o l d  in 

t h i s  s t a t e .
(b) If a n e w  n o t o r  v e h i c l e  d o e s  n o t  c o n f o r m  

t o  a l l  a p p l i c a b l e  e x p r e s s  w a r r a n t i e s ,  a n d  the 
c o n s u m e  r e p o r t s  t h e  n o n c o n f o r m i t y  to  the

n a n u f a c t  ;er, i t s  a g e n t  o r  i t s  a u t h o r i z e d  d e a l e r  
d u r i n g  ‘  i  t e r n  o f  s u c h  e x p r e s s  w a r r a n t i e s  or  
d u r i n g  t n e  p e r i o d  of o n e  y e a r  f o l l o w i n g  t h e  d a t e  
of o r i g i n a l  d e l i v e r y  of  t h e  m o t o r  v e h i c l e  to  a 

c o n s u m e r ,  w h i c h e v e r  is t h e  e a r l i e r  d a t e ,  t he
m a n u f a c t u r e r , i t s  a g e n t  o r  i t s  a u t h o r i z e d  d e a l e r  
s h a l l  s a k e  s u c h  r e p a i r s  a s  a r e  n e c e s s a r y  to 
c o n f o r m  t h e  v e h i c l e  to s u c h  e x p r e s s  w a r r a n t i e s ,  

n o t w i t h s t a n d i n g  t h e  f a c t  t h a t  s u c h  r e p a i r s  a r e  
m a d e  a f t e r  t h e  e x p i r a t i o n  o f  s u c h  t e r n  o r  s u c h  

o n e - y e a r  p e r i o d .
(c) If  t h e  m a n u f a c t u r e r ,  o r  i t s  a g e n t s  or 

a u t h o r i z e d  d e a l e r s  a r e  u n a b l e  t o  c o n f o r m  t h e  n o t o r  

v e h i c l e  t o  a n y  a p p l i c a b l e  e x p r e s s  w a r r a n t y  by 
r e p a i r i n g  o r  c o r r e c t i n g  a n y  d e f e c t  o r  c o n d i t i o n  

w h i c h  s u b s t a n t i a l l y  i m p a i r s  t h e  u s e  a n d  v a l u e  of 
t h e  m o t o r  v e h i c l e  t o  t b a  c o n s u m e r  a f t e r  a

r e a s o n a b l e  n u m b e r  of a t t e m p t s ,  t h e  m a n u f a c t u r e r  
s h a l l  r e p l a c e  t h e  m o t o r  v e h i c l e  w i t h  a n e w  a o t o r  

v e h i c l e  o r  a c c e p t  r e t u r n  o f  t h e  v e h i c l e  f r o m  the 
c o n s u m e r  a n d  r e f u n d  to t h e  c o n s u m e r  t h e  f u l l
p u r c h a s e  p r i c e  i n c l u d i n g  a l l  c o l l a t e r a l  c h a r g e s ,  

l e s s  a r e a s o n a b l e  a l l o w a n c e  f o r  t h e  c o n s u m e r ' s  u s e  
o f  t h e  v e h i c l e .  R e f u n d s  s h a l l  be  m a d e  to t he 

c o n s u m e r ,  a n d  l i e n h o l d e r  if any, s t h e i r
i n t e r e s t s  m a y  a p p e a r .  A r e a s o n a b l e  al.’ >v a n c e  f o r  
u s e  s h a l l  b e  t h a t  a m o u n t  d i r e c t l y  a t t r i b u t a b l e  to 
u s e  b y  t h e  c o n s u m e r  p r i o r  t o  h i s  f i r s t  r e p o r t  o f  

the n o n c o n f o r m i t y  to t h e  m a n u f a c t u r e r ,  a g e n t  or

d e a l e r  a n d  d u r i n g  a n y  s u b s e q u e n t  p e r i o d  w h e n  the



S u b s t i t u t e  H o u s e  B i l l  Bo. 5729

v e h i c l e  i s  n o t  o u t  o f  s e r v i c e  b y  r e a s o n  of r e p a i r .
It s h a l l  b e  a n  a f f i r m a t i y e  d e f e n s e  to a n y  c l a i a
u n d e r  t h i s  a c t  (1) t h a t  a n  a l l e g e d  n o n c o n f o r a i t y  

d o e s  n o t  s u b s t a n t i a l l y  i m p a i r  s u c h  u s e  a n d  v a l u e  

o r  (2 ) t h a t  a n o n c o n f o r a i t y  i s  the r e s u l t  of
a b u s e ,  n e g l e c t  or  u n a u t h o r i z e d  n o d i f i c a t i o n s  or 

a l t e r a t i o n s  of  a a o t o r  v e h i c l e  b y  a c o n s u n e r .

(d) It  s h a l l  b e  p r e s u a e d  t h a t  a r e a s o n a b l e  
n u m b e r  o f  a t t e m p t s  h a v e  b e e n  u n d e r t a k e n  to c o n f o r m  

a a o t o r  v e h i c l e  to t h e  a p p l i c a b l e  e x p r e s s

w a r r a n t i e s ,  if ( 1) t h e  s a m e  n o n c o n f o r a i t y  h a s  b e e n  
s u b j e c t  to  r e p a i r  f o u r  o r  s o r e  t i a e s  by  t h e
■ an u f a c t u r e r  o r  i t s  a g e n t s  o r  a u t h o r i z e d  d e a l e r s
w i t h i n  t h e  e x p r e s s  w a r r a n t y  t e r n  o r  d u r i n g  th e  

p e r i o d  o f  o n e  y e a r  f o l l o w i n g  t h e  d a t e  o f  o r i g i n a l  
d e l i v e r y  of t h e  a o t o r  v e h i c l e  to a c o n s u n e r ,  

w h i c h e v e r  i s  t h e  e a r l i e r  d a t e ,  b ut s u c h
n o n c o n f o r a i t y  c o n t i n u e s  t o  e x i s t  o r  (2 ) t h e
v e h i c l e  i s  o u t  o f  s e r v i c e  b y  r e a s o n  of r e p a i r  f o r  
a c u m u l a t i v e  t o t a l  o f  t h i r t y  o r  n o r e  c a l e n d a r  d a y s  

d u r i n g  s u c h  t e r m  o r  d u r i n g  s u c h  p e r i o d ,  w h i c h e v e r  
is t h e  e a r l i e r  d a t e .  T h e  t e r n  of an e x p r e s s  
w a r r a n t y ,  s u c h  o n e - y e a r  p e r i o d  a n d  c u c h  t h i r t y - d a y  
p e r i o d  s h a l l  b e  e x t e n d e d  b y  a n y  p e r i o d  o f  t i m e  
d u r i n g  w h i c h  r e p a i r  s e r v i c e s  a r e  no t  a v a i l a b l e  to 

t h e  c o n s u m e r  b e c a u s e  o f  a w a r ,  i n v a s i o n ,  s t r i k e  or  
f i r e ,  f l o o d  o r  o t h e r  n a t u r a l  d i s a s t e r -

(e) n o t h i n g  i n  t h i s  a c t  s h a l l  in a n y  wa y  

l i a i t  th e  r i g h t s  o r  r e a e d i e s  w h i c h  a r e  o t h e r v i s e  
a v a i l a b l e  to a c o n s u n e r  u n d e r  a n y  o t h e r  law.

(f) If a a a n n f a c t u r e r  h a s  e s t a b l i s h e d  a n  
i n f o r a a l  d i s p u t e  s c t t l e a e n t  p r o c e d u r e  w h i c h  
c o m p l i e s  in a l l  r e s p e c t s  w i t h  t h e  p r o v i s i o n s  of 

t i t l e  16 C o d e  o f  F e d e r a l  R e g u l a t i o n s  P a r t  703, as 

ifrom t i a e  to tin e  a m e n d e d ,  t h e  p r o v i s i o n s  of

- 2 -
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s u b s e c t i o n  (c) o f  this s e c t i o n  c o n c e r n i n g  r e f u n d s  
or r e p l a c e n e n t  s h a l l  n o t  a p p l y  to a n y  ; o n s u a e c  who 
h a s  n o t  f irst r e s o r t e d  to s u c h  p r o c e d  re.

Certified as correct by

Legislative Commissioner. 

Clerk of the Senate. 

Clerk of the House.

Approved____________________________________________________________________________  1982

Governor.



cle in 1970 . . .  for all ch e ck  and adjustments. Actual 
defects we bill the factory for on a regular warranty 
claim. . . . W e spend an average of three hours on 
each car in preparation. . . .

We are reimbursed nothing for predelivery service 
by the factory. W e charge it off as a “cost of sale” per 
factory accounting manual—same as salesman’s com­
mission. . . .

There is no fee as such collected for preoelivery 
service from the customer. We absorb the cost in its 
entirety.
Other dealers are less responsible. A Ford dealer in 

southern California puts his better mechanics on make- . 
ready, but pays them only a flat $5 per car, giving them no 
incentive to do a good job.

O f course, when the manufacturers deem predelivery inspec­
tion to be important, they know how to improve the usual make- 
ready procedure. For instance, dealers who process police cars are 
paid by Ford for 5.4 hours o f labor per car to insure a thorough 
check. In New Jersey this amounts to <559.40 per car.

Ford and Chrysler are both experimenting with regional pre­
delivery inspection operations, financed, in part, by  fees charged to 
participating dealers. However, there are only a few of these facil­
ities. Most new cars are either poorly inspected or not inspected at 
all by the dealers. Informants estimate that less than 25% o f the 
required checks are generally performed.

To complicate matters considerably, cars frequently arrive from 
the assembly plant with defects which the dealer cannot remedy 
— because parts are unavailable, because the dealer is not 
equipped to diagnose the defect, oi because the defects are too 
numerous. One dealer has reported that the new 1970 cars are 
“ being received in the poorest condition ever. They are poorly as­
sembled and finished.”  A car which start* out as a lemon at the 
factory is thus unlikely to undergo any significant alteration be­
fore reaching the buyer.

Even more distressing, some new cars arc received from the as­
sembly plant in damaged condition. A '. East Douglas, Massachu­
setts, resident wrote that he saw a new Maverick in a body repair 
shop having a badly smashed fender repaired, only to discover 
later that it was the very Maverick he had ordered. The dealer's 
response: "It is a common practice to pass on to customers patch 
jobs like this, for that matter much worse.”  10 According to one 
dealer, the manufacturer’s policy is that if front fenders have to be 
replaced (because of damage in transit) or if the K frame has to 
be replaced, this is done and the car is sold by the dealer as new. 
But if the roof or quarter panel is seriously damaged and needs 
replacement, the car is sold as used. The reason for the distinction, 
is simple: in the first instance, if the repair is done properly, it 
cannot be detected; in the second it can.
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3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  Ac t  ent i tl e d :  "An A c t  r e l a t i n g  to m o t o r  v e h i c l e  w a r r a n t i e s . "

7 BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

8 * S e c t i o n  1. A S  4 5 . 4 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

9 A R T I C L E  6. M O T O R  V E H I C L E  W A R R A N T I E S .

10 Sec. 45.45 . 3 00 .  M O T O R  V E H I C L E  W A R R A N T I E S .  (a) If a n e w  m o t o r

11 v e h . c l e  do e s  not c o n f o r m  to an e x p r e s s  w a r r a n t y  t h at is apnJLicable to

12 it a n d  the o w n e r  of the v e h i c l e  r e p o r t s  the n o n c o n f o r m i t y  to the

13 m a n u f a c t u r e r  or d i s t r i b u t o r  of the v e hi c l e ,  th e agent of t h e  m a n u f a c -

14 t u r e r  or d i s t r i b u t o r ,  or the m a n u f a c t u r e r ' s  o r  d i s t r i b u t o r ' s  d e a l e r

15 d u r i n g  the term  of the w a r r a n t y  or w i t h i n  o n e  y e a r  a f t e r  the d a t e  of

16 d e l i v e r y  of the m o t o r  v e h i c l e  to the owner, w h i c h e v e r  dat e is e a r l i e r ,

17 the m a n u f a c t u r e r ,  d i s t r i b u t o r ,  agent, or d e a l e r  shall m a k e  the n e c e s -

18 s a r y  r e p a i r s  to c o n f o r m  the v e h i c l e  u n d e r  the e x p r e s s  w a r r a n t y . j /

19 (b) If a m a n u f a c t u r e r ,  d i s t r i b u t o r ,  agent, or d e a l e r  is u n a b l e

20 to c o n f o r m  the m o t o r  v e h i c l e  u n d e r  an a p p l i c a b l e  e x p r e s s  w a r r a n t y

21 u n d e r  (a) of this s e c t i o n  a f t e r  a r e a s o n a b l e  n u m b e r  of a t t e m p t s  an d

22 the n o n c o n f o r m i t y  is a d e f e c t  or  c o n d i t i o n  that s u b s t a n t i a l l y  i m p a i r s

23 the u s e  a n d  v a l u e  of the m o t o r  v e h i c l e  to the owner, the m a n u f a c t u r e r

24 or d i s t r i b u t o r  s h al l  a cc e p t  the r e t u r n  of the d e f e c t i v e  m o t o r  v e h i c l e

25 an d  shall, at the o p t i o n  of the owner, r e p l a c e  the m o t o r  v e h i c l e  w i t h

26 a n e w  m o t o r  v e h i c le ,  or r e f u n d  the p u r c h a s e  p r i c e  to the ow n e r , i n ^

27 e l u d i n g  all c o l l a t e r a l  charges. Iti r e f u n d  u n d e r  this s u b s e c t i o n  s hall

28 be m a d e  to the o w n e r  and to a l i e n h o l d e r  as t h e i r  r e s p e c t i v e  i n t e r e s t s

29 appear.
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(c) It is a n  a f f i r m a t i v e  d e f e n s e  to a c l a i m  m a d e  u n d e r  (b) of 

thi s s e c t i o n  f o r  a n e w  m o t o r  v e h i c l e  or a r e f u n d  tha t  t h e  n c n c o n f o r m i -  

ty c o m p l a i n e d  of

fl) d o e s  n ot  s u b s t a n t i a l l y  i m p a i r  the u s e  a n d  v al u e  of the

f i c a t i o n  o r  a l t e r a t i o n  of the m o t o r  v e h i c l e  b y  t h e  owner.

(d) A  p r e s u m p t i o n  that a r e a s o n a b l e  n u m b e r  of a t t e m p t s  h a v e  b e e n  

u n d e r t a k e n  to c o n f o r m  a m o t o r  v e h i c l e  u n d e r  a n  a p p l i c a b l e  e x p r e s s  

w a r r a n t y  is e s t a b l i s h e d  if (1) the same n o n c o n f o r m i t y  h as  b e e n  s u b j e c t  

to r e p a i r  f o u r  o r  m o r e  times b y  th e  m a n u f a c t u r e r  o r  d i s t r i b u t o r ,  its 

agent, o r  its d e a l e r  d u r i n g  the t e r m  of the w a r r a n t y  or  the o n e - y e a r  

p e r i o d  a f t e r  d e l i v e r y  of the m o t o r  v e h i c l e  to th e  owner, w h i c h e v e r  

p e r i o d  t e r m i n a t e s  first, but the n o n c o n f o r m i t y  c o n t i n u e s  to exist; or

(2) the v e h i c l e  is out of s e r v i c e  for r e p a i r  fo r a t o t a l  of 30 or m o r e  

d a y s  d u r i n g  the w a r r a n t y  t e r m  o r  the o n e - y e a r  p e r i o d  r e f e r r e d  to in

(1) of this s u b s e c t i o n ,  w h i c h e v e r  p e r i o d  t e r m i n a t e s  first. A  p e r i o d  

of tim e  u n d e r  thi s  s u b s e c t i o n  is e x t e n d e d  by any p e r i o d  d u r i n g  w h i c h  

r e p a i r  s e r v i c e s  are not a v a i l a b l e  to the o w n e r  fo r  r e a s o n s  that are 

no t  the r e s p o n s i b i l i t y  of the owner.

(e) If the n o n c o n f o r m i t y  is a d e f e c t  in the m o t o r  v e h i c l e  that 

m a k e s  it u n s a f e  fo r  the o w n e r  to o p e r a t e  i t and the d e f e c t  is rep o r t e d  

u n d e r  (a) of this section, the ti m e  p e r i o d  for repair, refu n d ,  o r  

r e p l a c e m e n t  u n d e r  (b) of this s e c t i o n  is r e d u c e d  to 14 days.

(f) A  f a i l u r e  to r e p l a c e  o r  r e f u n d  the p u r c h a s e  p r i c e  o f  a m o t o r  

v e h i c l e  w h e n  t h e r e  is a r e q u i r e m e n t  to do so u n d e r  thi s  s e c t i o n  is an 

u n f a i i  t r a d e  p r a c t i c e  u n d e r  A S  4 5 . 5 0 . 4 7 1 .

(g) T h e  p r o v i s i o n s  of this s e c t i o n  do not limit o t h e r  r i g h t s  and 

r e m e d i e s  that m a y  be a v a i l a b l e  to the o w n e r  of a m o t o r  v e h i c l e  u n d e r

m o t o r  v e h i c l e ;  or 

(2) or  u n a u t h o r i z e d  m o d i -

HB 344 - 2 -
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1 o t h e r  p r o v i s i o n s  of law.

2 (h) If a m a n u f a c t u r e r  o r  d i s t r i b u t o r  has e s t a b l i s h e d  an i n f o r m a l

3 d i s p u t e  s e t t l e m e n t  p r o c e d u r e  that c o m p l i e s  w i t h  the p r o v i s i o n s  of 16

4 C.F.R. Par t  703, as t hat P a r t  m a y  be a m e n d ed ,  uhe p r o v i s i o n s  of (b) of

5 t h i s  s e c t i o n  c o n c e r n i n g  r e f u n d  or r e p l a c e m e n t  do n o t  a p p l y  to an o w n e r

6 w h o  ha s  not first r e s c - t e d  to the i n f o r m a l  d i s p u t e  s e t t l e m e n t  p r o c e -

7 dure, r7<> r / £

8 (i) In  this s e c t i o n

9 (1) " m o t o r  v e h i c l e "  or " v e h i c l e "  m e a n s  a m o t o r  v e h i c l e  a r<,

10 d e f i n e d  in A S  2 8 . 3 5 . 3 6 0  that is r e q u i r e d  to be r e g i s t e r e d  u n d e r

11 AS 2 8 . 1 0  or w i t h  a g o v e r n m e n t a l  a g e n c y  of a n o t h e r  j u r i s d i c t i o n  per-

12 f o r m i n g  a s i m i l a r  fu n c ti o n ;

13 (2) " o w n e r "  m e a n s  a p u r c h a s e r ,  o t h e r  t h a n  fo r  resale, of a

14 n e w  m o t o r  v e h i c l e ,  a p e r s o n  to w h o m  the m o t o r  v e h i c l e  is t r a n s f e r r e d

15 d u r i n g  the t e r m  of a n  e x p r e s s  w a r r a n t y  a p p l i c a b l e  to the v e h i c l e ,  or

16 a n y o t h e r  p e r s o n  e n t i t l e d  to e n f o r c e  an e x p r e s s  w a r r a n t y  o n  the v e h i -

17 cle u n d e r  the t erms of the w a r r a n t y ;

18 (3) " s u b s t a n t i a l l y  i m p a i r s  u s e  an d  v a l u e "  r e f e r s  to a

19 d e f e c t  o r  c o n d i t i o n  i n  a v e h i c l e  that

20 (A) p r e v e n t s  it f r o m  b e i n g  o p erated;

21 (B) m a k e s  it u n s a f e  to o p e r a t e;  or

22 (C) d e c r e a s e s  the e c o n o m i c  life of the v e h ic l e .

-3- HB 344
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T h e  O f f i c e  of t h e  A t t o r n e y  G e n e r a l  is in f a v o r  o f  H o u s e  B i l l  
344, a l t h o u g h  w e  do s u g g e s t  some p o s s i b l e  a m e n d m e n t s  t o  the 
b i l l  w h i c h  v o u l d  e n h a n c e  i t s  b e n e f i t  to A l a s k a n  c i t i z e n s .  
B e f o r e  I a n a l y z e  t h e  b i l l  s e c t i o n  b y  s e c t i o n ,  I w o u l d  li k e  
t h e  c o m m i t t e e  t o  n o t e  t h a t  s t a t e  l e g i s l a t i o n  w h i c h  d i c t a t e s  a 
c e r t a i n  d e g r e e  o f  p e r f o r m a n c e  of w a r r a n t i e s  on c o n s u m e r  g o o d s  
is n o t  u n u s u a l ,  a n d  in m a n y  s t a t e s ,  it h a s  b e e n  a f r e q u e n t  
s u b j e c t  o f  l e g i s l a t i v e  a c t i o n .  T h e  A l a s k a  l e g i s l a t u r e  p a s s e d  
a b i l l  in 1978 s e t t i n g  m i n i m a l  w a r r a n t y  s t a n d a r d s  f o r  m o b i l e  
h o m e s  a n d  p r o v i d i n g  f o r  p e r f o r m a n c e  b o n d s  by m a n u f a c t u r e r s  of 
m o b i l e  h o m e s  s o l d  in t h e  state. (AS 4 5 . 3 0 . 0 1 1 — 100.) T h e  
U n i f o r m  C o m m e r c i a l  C o d e  f o r  t h e  S t a t e  o f  A l a s k a  a l s o  
a d d r e s s e s  w a r r a n t i e s  in a m o r e  g e n e r a l  m a n n e r .

It is o u r  i n f o r m a t i o n  t h a t  a s  o f  t h i s  d a t e  tne s t a t e s  of 
C o n n e c t i c u t ,  C a l i f o r n i a ,  a n d  W y o m i n g  h a v e  p a s s e d  a b i l l  s i m i­
l a r  to H o u s e  B i l l  344, and t h « t  t h e  S t a t e  of W i s c o n s i n  is 
l i k e l y  t o  p a s s  a b i l l  t h i s  s e c t i o n .  S e v e r a l  o t h e r  s t a t e s  are 
c o n s i d e r i n g  t h e s e  b i l l s .

S e c t i o n  1 . S e c t i o n  1 o f  t h e  bill s t a t e s  t h a t  w h e n  the 
e x p r e s s  w a r r a n t y  g i v e n  b y  a m a n u f a c t u r e r  a g a i n s t  d e f e c t s  of 
d e s i g n ,  m a n u f a c t u r i n g  or a s s e m b l y  is n o t  b e i n g  c a r r i e d  out, 
b e c a u s e  t h e  v e h i c l e  is d i s p l a y i n g  a d e f e c t ,  t h e n  the o w n e r  
m a y  r e p o r t  the n o n c o n f o r m i t y  to e i t h e r  t h e  m a n u f a c t u r e r ,  or 
j.n the c a s e  of a f o r e i g n  m a n u f a c t u r e r  t h e  U.S. " d i s t r i b u t o r "  
o f  the v e h i c l e , o r  t h e i r  a g e n t . S u b s e c t i o n  (a) l i m i t s  the 

— appTuca't'ibh~bf t h e  b i l l  to  t h e  t e r m  of t h e  w a r r a n t y ,  o r  one 
y e a r ,  w h i c h e v e r  c o m e s  fir s t .  M a n y  m a n u f a c t u r e r s  are n o w  
o f f e r i n g  t h r e e  t o  f i v e  y e a r s  w a r r a n t i e s  w i t h  e x t e n d e d  m i l e a g e  
p e r i o d s ,  b u t  HB 344 w o u l d  o n l y  a p p l y  to t h e  f i r s t  y e a r  of 
o w n e r s h i p  of t h e  v e h i c l e  if a y e a r  is s h o r t e r  t h a n  the m a n u­
f a c t u r e r ' s  e x p r e s s  w a r r a n t y .  *    ------

A n a l y s i s  of H B  344
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S u b s e c t i o n  1(a) a l s o  r e q u i r e s  the m a n u f a c t u r e r  o r  its d e a l e r  
t o  m a k e  t h e  n e c e s s a r y  r e p a i r s  to b r i n g  the v e h i c l e  to c o n f o r­
m i t y  u n d e r  the e x p r e s s  w a r r a n t y .  T e s t i m o n y  w h i c h  w i l l  be 
s u b m i t t e d  b y  o u r  a u t o  i n v e s t i g a t o r  w i l l  s h o w  t h a t  A l a s k a n s  
h a v e  g r e a t  d i f f i c u l t y  in g e t t i n g  s u c h  r e p a i r s  p e r f o r m e d  in a 
t i m e l y  f a shion.

S e c t i o n  1(b), at l i n e  19, s e t s  o u t  the b u r d e n  of p r o o f  w h i c h  
a c o n s u m e r  w o u l d  h a v e  to m e e t  if t h e  c o n s u m e r  s u e d  t h e  m a n u­
f a c t u r e r  o f  a v e h i c l e .  (Under c a s e  law i n t e r p r e t i n g  the U n i­
f o r m  C o m m e r c i a l  C o d e  a n d  o t h e r  c o m m o n  l a w  w a r r a n t y  r i g h t s ,  
t h e  c o n s u m e r ' s  b u r d e n  of p r o o f  c a n  be  m o r e  d i f f i c u l t . )  By 
t h e  o p e r a t i o n  of ( b ) , the v e h i c l e  o w n e r  w o u l d  e n j o y  a l e g a l  
p r e s u m p t i o n  t h a t  a f t e r  a r e a s o n a b l e  n u m b e r  of a t t e m p t s  to 
c o r r e c t  a d e f o r m i t y ,  t h a t  t h e  v e h i c l e  is in f a c t  d e f e c t i v e  or 
a " l e m o n . "  HB 344 a l s o  p r o v i d e s  a r e m e d y :  n a m e l y ,  t h a t  t h e  
o w n e r  has t h e  o p t i o n  o f  r e t u r n i n g  the d e f e c t i v e  v e h i c l e  f o r  a 
r e f u n d  o f  t h e  p u r c h a s e  p r i c e  ( i n c l u d i n g  all c o l l a t e r a l  
c h a r g e s )  or  h a v i n g  t h e  n e w  m o t o r  v e h i c l e  r e p l a c e d  w i t h  an 
i d e n t i c a l  m o t o r  v e h i c l e .  (The b i l l  d o e s  p r o v i d e  for a r e f u n d  
to  a lien h o l d e r  if o n e  e x i s t s . )

S u b s e c t i o n  (c) (page 2, l i n e  1) g i v e s  t h e  m a n u f a c t u r e r  two 
a f f i r m a t i v e  d e f e n s e s  t o  t h e  o w n e r ' s  c l a i m  for a r e f u n d .  T h e  
m a n u f a c t u r e r  m a y  n o t  be  .'Liable if the d e f e c t  c o m p l a i n e d  of 
d o e s  n o t  a c t u a l l y  c a u s e  s u b s t a n t i a l  i m p a i r m e n t  t o  the o w n e r ' s  
a b i l i t y  t o  u s e  t h e  v e h i c l e  or  to t h e  v a l u e  of the v e h i c l e ,  
if t h e  d e f e c t  is n o t  in f a c t  a m a n u f a c t u r e r  d e f e c t  b u t  
r e s u l t e d  f r o m  t h e  a b u s e  or m o d i f i c a t i o n  of the v e h i c l e  by t h e  
o w n e r .  I w o u l d  u r g e  t h e  a d d i t i o n  of the w o r d  " u n r e a s o n a b l e "  
j u s t  b e f o r e  " n e g l e c t . "  O t h e r w i s e ,  an e x p r e s s  w a r r a n t y  may 
set u p  s u c h  an u n r e a s o n a o l y  s t r i c t  m a i n t e n a n c e  s c h e d u l e  for 
th e  c o n s u m e r  to f o l l o w  t n a t  the m a n u f a c t u r e r  w o u l d  a l w a y s  be 
a b l e  to c l a i m  t h a t  a n y  d s f e c t  w a s  c a u s e d  by c o n s u m e r  
" n e g l e c t . "  I t h i n k  t h a t  a m o d i f i c a t i o n  to " u n r e a s o n a b l e  
n e g l e c t "  w o u l d  be  a g o o d  b a l a n c e .

S u b s e c t i o n  (d) c r e a t e s  the p r e s u m p t i o n  (or in o t h e r  w o r d s  a 
l e g a l  d e f i n i t i o n )  of w h e n  a car is " d e f e c t i v e "  b y  d e f i n i n g  as 
d e f e c t i v e  a v e h i c l e  w h i c h  h a s  b e e n  w o r k e d  on f o u r  or m o r e  
t i m e s  for t h e  same n o n c o n f o r m i t y ,  or w h i c h  is o u t  of s e r v i c e  
for m o r e  t h a n  30 d ays, d u r i n g  the w a r r a n t y  t e r m  or  t h e  f i r s t  
y e a r  ( w h i c h e v e r  c o m e s  e a r l i e r ) . S u c h  a car is l e g a l l y  
p r e s u m e d  t o  be a " l e m o n . "

P l e a s e  n o t e  t h a t  an a m e n d m e n t  n e e d s  to b e  m a d e  in s u b s e c t i o n  
( d ) , at p a g e  \  l i n e s  17-20. T h i s  last s e c t i o n  of the s e n­
t e n c e  s h o u l d  read:
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... The w a r r a n t y  t e r m  o r  t h e  one y e a r  p e r i o d  

r e f e r r e d  to in (1) of t h i s  s e c t i o n  shall be 

e x t e n d e d  b y  a n y  p e r i o d  d u r i n g  w h i c h  r e p a i r  

s e r v i c e s  are n o t  a v a i l a b l e  t o  the o w n e r  f o r  

r e a s o n s  t h a t  are not t h e  r e s p o n s i b i l i t y  of  the 

o w n e r .

As the s e c t i o n  r e a d s  now, t h e  p r e s u m p t i o n  of w h a t  is a l e m o n  
(4 r e p a i r s  o r  30 d a y s  o u t  o f  use) w o u l d  b e  t a k e n  a w a y  f r o m  
t he c o n s u m e r  b y  b e i n g  " e x t e n d e d "  (?) w h e n  the m a n u f a c t u r e r  
f a i l s  t o  p r o v i d e  r e p a i r s .

S u b s e c t i o n  ( e ) . F r a n k l y ,  I do n o t  u n d e r s t a n d  w h a t  the 
l e g i s l a t i v e  d r a f t e r  m e a n t  b y  s u b s e c t i o n  ( e ) . T h e  c l e a r  
i n t e n t  o f  the p a s s a g e  s e e m s  to be  that if the n o n c o n f o r m i t y  
w h i c h  is a d e f e c t  in the m o t o r  v e h i c l e  is one t h a t  m a k e s  the 
v e h i c l e  u n s a f e  for o w n e r  o p e r a t i o n ,  that a r e p a i r  m u s t  be 
e f f e c t e d  w i t h i n  14 days. H o w e v e r ,  the 14 days l a n g u a g e  
r e f e r e n c e s  b a c k  to s u b s e c t i o n  (b) w h i c h  d o e s  n o t  c o n t a i n  any 
t i m e  p e r i o d .  P e r h a p s  the d r a f t e r  m e a n t  t o  r e f e r  b a c k  to 
s u b s e c t i o n  (d) s a y i n g  t h a t  if the v e h i c l e  is u n s a f e  to 
o p e r a t e ,  t h e n  o n l y  14 i n s t e a d  of 30 days w o u l d  b e  r e q u i r e d  to 
c r e a t e  a p r e s u m p t i o n  of a " l e m o n . "  H o w e v e r ,  as you ’ill he a r  
f r o m  t e s t i m o n y  of  the a u t o  i n v e s t i g a t o r ,  14 d a y s  is the n o r m  
in A l a s k a  e v e n  for s a f e t y  d e f e c t s .  I t h i n k  the 14 da y s  w o u l d  
p r o b a b l y  be t o o  s t r i c t  a t i m e  p e r i o d  in t e r m s  o f  a s t a n d a r d  
f or c r e a t i n g  the p r e s u m p t i o n  t h a t  the v e h i c l e  is a lemon. I 
t h i n k  t h a t  30 d a y s  o u t  of s e r v i c e  d u r i n g  the w a r r a n t y  p e r iod, 
or t h e  f i r s t  y ear, is a r e a s o n a b l e  time p e r i o d  for c r e a t i n g  a 
p r e s u m p t i o n  t h a t  the o w n e r  o w n s  a d e f e c t i v e  car.

S u b s e c t i o n  (f) m a k e s  the m a n u f a c t u r e r ' s  f a i l u r e  to h o n o r  the 
o w n e r ' s  r e q u e s t  for r e p l a c e m e n t  of, or r e f u n d  o f  t h e  p u r c h a s e  
p r i c e  of  a d e f e c t i v e  m o t o r  v e h i c l e  an u n f a i r  t r a d e  p r a c t i c e  
u n d e r  t h e  A l a s k a  U n f a i r  T r a d e  P r a c t i c e s  a n d  C o n s u m e r  P r o­
t e c t i o n  Act. T h i s  is an e f f i c i e n t  w a y  of p r o v i d i n g  an 
e n f o r c e m e n t  m e c h a n i s m  for t h e  s t a t u t e ,  s i n c e  it g i v e s  the 
A t t o r n e y  G e n e r a l  p u b l i c  e n f o r c e m e n t  p o w e r s  a g a i n s t  a m a n u f a c­
t u r e r  or  d e a l e r  w h o  is e n g a g i n g  in a p a t t e r n  of: r e f u s a l  to 
h o n o r  i t s  w a r r a n t y  o b l i g a t i o n s ,  b u t  it a l s o  g i v e s  p r i v a t e  
i n d i v i d u a l s  a p r i v a t e  c a u s e  of a c t i o n ,  w i t h  up t o  t r i p l e  d a m­
ages, c o s t s  and a t t o r n e y s  fees, u n d e r  A S  4 5 . 5 0 . 5 3 1 .  S i n c e  
the A l a s k a  U n f a i r  T r a d e  P r a c t i c e s  A c t  a l r e a d y  d i s c u s s e s  w a r ­
r a n t y  w o r k  at A S  45. 50.471 (b) (17), and s i n c e  t h e  w a r r a n t y  
b e c o m e s  " f a l s e "  if it is n o t  h o n o r e d  by t h e  m a n u f a c t u r e r ,  it 
is a p p r o p r i a t e  to p u t  the e n f o r c e m e n t  s e c t i o n  in th i s
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s t a t u t e .  It a l s o  d o v e t a i l s  w e l l  w i t h  t h e  M o t o r  V e h i c l e  
.Repair s t a t u t e  w h i c h  is a l r e a d y  i n c o r p o r a t e d  i n t o  the U n f a i r  
T r a d e  P r a c t i c e s  Act, a t  A S  4 5 . 5 0 . 4 7 1 ( b ) (23).

S u b s e c t i o n  (g) i n s u r e s  t h a t  the p r o v i s i o n s  of t h i s  a c t  d o  not 
l i m i t  a n y  o t h e r  r i g h t s  or r e m e d i e s  t h a t  t h e  m o t o r  v e h i c l e  
o w n e r  m i g h t  h a v e  u n d e r  c o m m o n  l a w  r e g a r d i n g  e x p r e s s  or 
i m p l i e d  w a r r a n t i e s .  T h i s  is a g o o d  p r o v i s i o n ,  s i n c e  the 
c o u r t s  m i g h t  d e v e l o p  a h i g h e r  s t a n d a r d  f o r  m a n u f a c t u r e r s ,  and 
some c o u r t s  m i g h t  r u l e  in the o w n e r ' s  f a v o r  on a d e f e c t  w h i c h  
sh w s  u p  a f t e r  t h e  o n e  y e a r  p e r iod.

S u b s e c t i o n  (h) r e f e r s  to t h e  f e d e r a l  M a g n u s o n - M o s s  W a r r a n t y  
Ac t  act, a n d  t h e  r e g u l a t i o n s  p r o m u l g a t e d  p u r s u a n t  to t h a t  
act. U n d e r  t h a t  a c t  a m a n u f a c t u r e r  o f  v e h i c l e s  m a y  s e t  u p  an 
i n f o r m a l  d i s p u t e  s e t t l e m e n t  p r o c e d u r e ,  o u t s i d e  t h e  co u r t ,  
( usually an a r b i t r a t i o n  panel) t o  w h i c h  c o n s u m e r s  m u s t  t a k e  
their d e f e c t  or w a r r a n t y  c l a i m  b e f o r e  f i l i n g  s u i t  a g a i n s t  the 
m a n u f a c t u r e r  for a d e f e c t i v e  v e h i c l e .  H o w e v e r ,  v.he i n f o r m a l  
d i s p u t e  s e t t l e m e n t  p r o c e d u r e  m u s t  f o l l o w  c a r e f u l l y  t h e  s t a n­
da r d s  in the f e d e r a l  r e g u l a t i o n s ,  i n c l u d i n g  a p r o v i s i o n  t h a t  
the a w a r d  of the a r b i t r a t i o n  p a n e l  is b i n d i n g  o n  the m a n u f a c­
tu r e r  b u t  is n o t  n e c e s s a r i l y  b i n d i n g  on t h e  c o n s u m e r  o w n e r  of 
the v e h i c l e  u n l e s s  the o w n e r  a c c e p t s  the award. If the o w n e r  
d o e s  n o t  a g r e e  w i t h  the a w a r d  t h e  o w n e r  m a y  t h e n  p r o c e e d  to 
court. S u b s e c t i o n  (h) i n s u r e s  t h a t  u n d e r  the A l a s k a  m o t o r  
v e h i c l e  w a r r a n t y  a c t  w e  w o u l d  a l s o  a l l o w  the n a t i o n a l  m a n u­
f a c t u r e r s  to e x e r c i s e  t h i s  same o p t i o n .

(The c o m m i t t e e  s h o u l d  k n o w  t h a t  h i s t o r i c a l l y ,  it was the h o p e  
of C o n g r e s s  t o  e n c o u r a g e  a l l  t h e  m a n u f a c t u r e r s  t o  c r e a t e  such 
i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o g r a m s ,  b u t  t h a t  t o  d a t e  n o n e  
of bhe m a n u f a c t u r e r s  h a v e  set u p  a n a t i o n a l  p r o g r a m  t h a t  
c o m p l i e s  w i t h  t h e  M a g n u s o n - M o s s  Act. In the l a s t  year, 
G e n e r a l  M o t o r s  h a s  c o n t r a c t e d  w i t h  the B e t t e r  B u s i n e s s  B u r e a u  
in so m e  s t a t e s  (not A l a ska) to d o  a r b i t r a t i o n s  w i t h  
d i s c o n t e n t e d  v e h i c l e  o w n e r s ,  b u t  the a r b i t r a t i o n s  do n o t  m e e t  
the f e d e r a l  r e q u i r e m e n t s  b e c a u s e  t h e y  a r e  b i n d i n g  on b o t h  
p a r t i e s  a n d  t h e  c o n s u m e r  d o e s  n o t  h a v e  t h e  o p t i o n  of r e f u s i n g  
the a r b i t r a t i o n  award. B e c a u s e  of t h i s  r e q u i r e m e n t ,  
c o n s u m e r s  are n o t  r e q u i r e d  to u s e  the G M C / B B B  p r o g r a m  b e f o r e  
g o i n g  t o  c o u r t  o n  w h a t  the c o n s u m e r  b e l i e v e s  to b e  a 
d e f e c t i v e  G M C  car.)

S u b s e c t i o n  (i) of the b i l l  i n c l u d e s  p e r t i n e n t  d e f i n i t i o n s .
The d e f i n i t i o n  o f  " o w ner" i n c l u d e s  n o t  o n l y  the o r i g i n a l  p u r­
ch a s e r  of the v e h i c l e  b u t  a n y o n e  to w h o  the v e h i c l e  is t r a n s­
fe r r e d  d u r i n g  t h e  t e r m  of the e x p r e s s  w a r r a n t y ,  w h i c h  is 
a p p r o p r i a t e ,  s i n c e  the w a r r a n t i e s  on n e w  v e h i c l e s  are t r a n s­
f e r a b l e  by t h e i r  o w n  terms. A l so, t h i s  s u b s e c t i o n  i n c l u d e s  
e x a m p l e s  of w h a t  a r e  " s u b s t a n t i a l  i m p a i r m e n t s "  o f  the u s e  and 
v a l u e  of a v e h i c l e .  T h e s e  d e f i n i t i o n s  s e e m  to c o v e r  m o s t  
i n s t a n c e s  t h a t  a. c o u r t  w o u l d  w a n t  tc c o n s i d e r  a n d  I t h i n k  
t h e y  a r e  a d e q u a t e .
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H B  344 is v e r y  w e l l  d r a f t e d  in r e s p e c t  t h a t  it a v o i d s  some 
p r o b l e m s  f o u n a  in i t s  c o u n t e r p a r t  in C o n n e c t i c u t  statu t e s .  
S p e c i f i c a l l y ,  in t h e  C o n n e c t i c u t  s t a t u t e ,  the c o n s u m e r  o w n e r  
w h o  a s k s  for a r e f u n d  of t h e  p u r c h a s e  p r i c e  of t h e  v e h i c l e  
w i l l  h a v e  d e d u c t e d  f r o m  it a " r e a s o n a b l e  a l l o w a n c e  for u s e  of 
t h e  v e h i c l e . "  T h i s  is a s e r i o u s  p r o b l e m ,  and o n e  w h i c h  it is 
a n t i c i p a t e d  t h a t  d e a l e r s  o r  the m a n u f a c t u r e r s  m a y  s u g g e s t  as 
a n  a m e n d m e n t  to HB  344. H B  344 s h o u l d  n o t  i n c l u d e  th i s  k i n d  
o f  set o f f  p r o v i s i o n ,  b e c a u s e ,  u n d e r  c o u r t  c a s e  l a w  d e v e l o p e d  
p u r s u a n t  t o  u n d e r  t h e  U. C . C .  on w a r r a n t i e s ,  w h e n  a c o n s u m e r  
r e v o k e s  a c c e p t a n c e  of  a d e f e c t i v e  v e h i c l e  the c o n s u m e r  is 
u s u a l l y  e n t i t l e d  t o  the f u l l  r e f u n d  o f  t h e  p u r c h a s e  pr i c e ,  
a n d  m a y  s o m e t i m e s  r e c o v e r  f r o m  t h e  m a n u f a c t u r e r  " c o ver" c o s t s  
f u r  b u y i n g  a m o r e  e x p e n s i v e  r e p l a c e m e n t  v e h i c l e .  Also, u n d e r  
t h e  U . C . C . , t h e  c o n s u m e r  m a y  r e c o v e r  i n c i d e n t a l  and 
c o n s e q u e n t i a l  d a m a g e s  f r o m  the d e a l e r ,  n o t  just the p u r c h a s e  
p r i c e .  U n d e r  t h e  U . C . C . ,  a c o n s u m e r  c o u l d  c l a i m  
c o n s e q u e n t i a l  d a m a g e s  c a u s e d  by the v e h i c l e ' s  f a i l u r e ,  such 
as: l o s s  of  w o r k  d u e  to a car t h a t  b r o k e  down, long d i s t a n c e
t e l e p h o n e  c a l l s ,  t o w i n g  c h a r g e s .  HB 344 is a b e t t e r  s t a t u t e  
t h a n  t h e  C o n n e c t i c u t  l e m o n  law b e c a u s e  it do e s  n o t  a l l o w  the 
m a n u f a c t u r e r  t o  a s k  for t h e  set off for u s e  of t h e  d e f e c t i v e  
v e h i c l e .  T h i s  is a p p r o p r i a t e  in l i g h t  of the c a s e  law.

O v e r a l l ,  H B  .,4 4 if p a s s e d  w o u l d  g r e a t l y  h e l p  t h e  w o r k  of the 
C o n s u m e r  P r o ; e c t i o n  S e c t i o n  of the O f f i c e  o f  t h e  A t t o r n e y  
G e n e r a l  in m e d i a t i n g  and i n v e s t i g a t i n g  w a r r a n t y  c o m p l a i n t s  by 
c o n s u m e r s .  As  o u r  a u t o  i n v e s t i g a t o r  w i l l  r e p o r t ,  a g r e a t  
n u m b e r  of o u r  a u t o  r e p a i r  p r o b l e m s  a r e  a l l e g e d  w a r r a n t y  v i o­
l a t i o n s  or d e f e c t s  in v e h i c l e s .

It is m y  o p i n i o n ,  a f t e r  w o r k i n g  in t h i s  a r e a  f o r  s e v e n  years, 
t h a t  v e r y  f e w  A l a s k a n s ,  e s p e c i a l l y  t h o s e  w h o  l i v e  o u t s i d e  the 
t h r e e  m a j o r  c i t i e s ,  r e c e i v e  full v a l u e  of the w a r r a n t y  on 
t h e i r  v e h i c l e s .  W e  k n o w  t h a t  w a r r a n t i e s ,  and t h e  s e r v i c e  
g u a r a n t e e d  u n d e r  w a r r a n t i e s ,  is a s u b s t a n t i a l  s e l l i n g  tool of 
t h e  m a n u f a c t u r e r s .  We a l s o  k n o w  th a t  the w a r r a n t y  has a d e f­
inite, a l t h o u g h  u n s t a t e d ,  e c o n o m i c  v a l u e  a s  p a r t  of the p u r­
c h a s e  p r i c e  of a M o t o r  v e h i c l e .  S i n c e  A l a s k a n s  p a y  n o t  o n l y  
t h e  t o p  m a n u f a c t u r e r s '  s u g g e s t e d  r e t a i l  p r i c e  b u t  u s u a l l y  
a m o u n t s  in a d d i t i o n to the s u g g e s t e d  r e t a i l  p r i c e  w e  can see 
t h a t  A l a s k a n s  d o  n o t  g e t  a n y  b r e a k  or a l l o w a n c e  for t h e d r  
d i f f i c u l t y  in o b t a i n i n g  w a r r a n t y  work. (As far as I k n o w  
t h i s  is t h e  o n l y  m a r k e t p l a c e  in the e n t i r e  U n i t e d  S t a t e s  
w h e r e  c o n s u m e r s  p a y  m a n u f a c t u r e r ' s  s u g g e s t e d  p r i c e  or above.)

O V E R A L L  COM MENTS ON HB 344
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S u g g e s t e d  A m e n d m e n t s

I w o u l d  s u g g e s t  t h e  a d d i t i o n  of l a n g u a g e  like t h e  f o l l o w i n g ,  
a l t h o u g h  t h i s  h a s  n o t  y e t  b e e n  r e f i n e d  to l e g i s l a t i v e  s t a n­
dards .  The s u g g e s t e d  l a n g u a g e ,  w h i c h  is a t t a c h e d ,  w o u l d  
r e q u i r e  m a n u f a c t u r e r s  of m o t o r  v e h i c l e s  t o  e i t h e r  m a i n t a i n  
s u f f i c i e n t  r e p a i r  f a c i l i t i e s  r e a s o n a b l y  c l o s e  t o  all a r e a s  
w h e r e  i t s  v e h i c l e s  a r e  s o l d  o r  to d e s i g n a t e  i n d e p e n d e n t  s h o p s  
in v a r i o u s  t o w n s  as a u t h o r i z e d  w a r r a n t y  r e p a i r  f a c i l i t i e s .

M o s t  m a n u f a c t u r e r s  a n d  t h e i r  c o r p o r a t e  o r g a n i z a t i o n  p r o v i d e  
f o r  s u c h  i n d e p e n d e n t  r e p a i r  f a c i l i t i e s ,  b u t  in fact, we  d o  
n o t  k n o w  of any n o n - d e a l e r ,  f a c t o r y  a u t h o r i z e d  r e p a i r  c e n t e r s  
in the S t a t e  of A l a s k a .  W e  h a v e  t r i e d  to  n e g o t i a t e  d i r e c t l y  
w i t h  a c o u p l e  o f  m a n u f a c t u r e r s  to get t h e m  to a u t h o r i z e  
r e p a i r s  in p o p u l a t i o n  c e n t e r s  li k e  K e t c h i k a n ,  b u t  w e  h a v e  
f a i l e d  in o u r  e f f o r t s .

A l s o  as y o u  w i l l  n o t e  in t h e  s u g g e s t e d  a m e n d m e n t s ,  it is 
i m p o r t a n t  t h a t  t h e  m a n u f a c t u r e r  b e  r e q u i r e d  to f a i r l y  c o m p e n­
sa t e  e i t h e r  t h e  d e a l e r  or t h e  n o n - d e a l e r  a u t h o r i z e d  r e p a i r  
f a c i l i t y  for the w a r r a n t y  w o r k  done. A s  t h e  a u t o  r e p a i r  
i n v e s t i g a t o r  c a n  t e s t i f y ,  t h e  fl a t  rate p a i d  to d e a l e r s  for 
w a r r a n t y  w o r k  o f t e n  r e f l e c t s  the e c o n o m i c  and p o l i t i c a l  p o w e r  
d i f f e r e n t i a l  b e t w e e n  the m a n u f a c t u r e r  a n d  the d e a l e r  m o r e  
t h a n  it d o e s  t h e  a c t u a l  t i m e  and e f f o r t  n e c e s s a r y  to  c u r e  a 
w a r r a n t y  d e f e c t .  A l s o ,  t h e  w a r r a n t y  s e r v i c e  m a n u a l ' s  s u g­
g e s t e d  t i m e s  f o r  r e p a i r  a r e  g e a r e d  to l a r g e  d e a l e r  s e r v i c e  
c e n t e r s  w i t h  c o m p u t e r  d i a g n o s t i c  e q u i p m e n t  and 
f a c t o r y - t r a i n e d  t e c h n i c i a n s .  S i n c e  an i n d e p e n d e n t  r e p a i r  
f a c i l i t y  in B e t h e l  w o u l d  be  u n l i k e l y  to h a v e  t h e  same 
s o p h i s t i c a t i o n  of e q u i p m e n t  o r  p e r s o n n e l  t r a i n i n g ,  the 
m a n u f a c t u r e r  s h o u l d  p a y  t h e  a c t u a l  t i m e  n e c e s s a r y  to  r e p a i r  
t h e  w a r r a n t y  d e f e c t ,  n o t  j u s t  the s u g g e s t e d  f l a t  r a t e  t i m e  in 
a w a r r a n t y  r e p a i r  m a n u a l .

A v a i l a b i l i t y  o f  p a r t s . A n o t h e r  p r o b l e m  in A l a s k a  is tne 
a v a i l a b i l i t y  of r e p a i r  p a r t s  for w a r r a n t y  work. T h e  m a n u f a c­
t u r e r  s h o u l d  f a i r l y  r e i m b u r s e  the r e p a i r  f a c i l i t y  f o r  s h i p­
p i n g  c o s t  on w a r r a n t y  c o v e r e d  re p a i r s .  A l so, t h e  m a n u f a c­
t u r e r  s h o u l d  t i m e l y  r e i m b u r s e  r e p a i r  f a c i l i t i e s  f o r  w a r r a n t y  
e x p e n s e s .  C o n s u m e r s  s h o u l d  n o t  be  r e q u i r e d  to p a y  for p a r t s  
s h i p m e n t s  on w a r r a n t y  r e p a i r s .

S u b s t i t u t e  T r a n s p o r t a t i o n . A n o t h e r  s u g g e s t e d  a d d i t i o n  to the 
b i l l  is a r e q u i r e m e n t  t h a - if a v e h i c l e  is not t i m e l y  fixed, 
w i t h i n  t w o  w e e k s  of notice, o f  d a i e c c ,  t h a t  the m a n u f a c t u r e r  
s h o u l d  b e  o b l i g a t e d  t o  p r o v i d e  s u b s t i t u t e  t r a n s p o r t a t i o n  or 
r e n t a l  c a r  cost, f r o m  the tw.' w e e k  da t e  u n t i l  t h e  c a r  is 
r e p a i r e d .  (At t h e  p r e s e n t  t i n 0 - o n l y  o n e  n a t i o n a l  m a n u f a c­
ture*. p r o m i s e s  a l o a n e r  c a r  in xcs e x p r e s s  w a r r a n t y .  In 
A l a s k a ,  m o s t  d e a l e r s  d o  o f f e r  l o a n e r  c a r s  a s  a c o u r t e s y ,  
a l c h o u g h  t h a t  c o u r t e s y  is a c o m m o n  p r a c t i c e  in t h e  l o w e r  48.)
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T h e  m a n u f a c t u r e r s  s h o u l d  b e  e n c o u r a g e d  t o  b e e f  u p  t h e i r  
r e p a i r  f a c i l i t i e s  a n d  t h e i r  i n v e n t o r y  o f  r e p a i r  p a r t s  w i t h i n  
t h e  s t a t e  o r  f a c e  the o b l i g a t i o n  t o  p r o v i d e  a l t e r n a t i v e  
t r a n s p o r t a t i o n ,  at l e a s t  a f t e r  t h e  f i r s t  t w o - w e e k  p e r i o d  t h a t  
a v e h i c l e  h a s  b e e n  u n u s e a b l e .

V e h i c l e  T r a n s p o r t  C o s t s . It is i m p o r t a n t  t h a t  A l a s k a  t a k e  
actic.i t o  c l a r i f y  w h a t  is the d u t y  of t h e  c u s t o m e r  to 
r e - d e l i v e r  a v e h i c l e  to t h e  m a n u f a c t u r e r ' s  n e a r e s t  d e a l e r s h i p  
for w a r r a n t y  r e p a i r s .  T h i s  is r e q u i r e m e n t  in m o s t  e x p r e s s  
w a r r a n t i e s ,  b u t  it c r e a t e s  g r e a t  d i f f i c u l t i e s ,  e s p e c i a l l y  
w h e n  t h e r e  a r e  n o  r o a d s  b a c k  f r o m  the c o n s u m e r ' s  l o c a t i o n ,  
(such as B e t h e l  ) t o  the n e a r e s t  d e a l e r s h i p  (say in 
A n c h o r a g e ) . P e r h a p s  m a n u f a c t u r e r s  s h o u l d  n o t  b e  r e q u i r e d  to 
b e a r  a l l  t h e  h i g h  c o s t  of  t r a n s p o r t a t i o n  of v e h i c l e s  w i t h i n  
the s t a t e ,  b u t  the m a n u f a c t u r e r  c o u l d  c h o o s e  an a l t e r n a t i v e  
if t h e s e  a m e n d m e n t s  w e r e  p u t  i n t o  law. T h e  m a n u f a c t u r e r  
s h o u l d  e i t h e r  a u t h o r i z e  i n d e p e n d e n t  r e p a i r  f a c i ] i t i e s  in t h e  
c o m m u n i t i e s  t o  r e p a i r  v e h i c l e s ,  o r  pay f o r  at l e a s t  o n e  w a y  
of t h e  t r a n s p o r t a t i o n  of t h e  v e h i c l e ,  n a m e l y  f r o m  t h e  d e a l e r­
sh i p  b a c k  to t h e  c u s t o m e r  a f t e r  r e p a i r .



Sec. 4 5 . 4 5 . 3 0 5 .  W A R R A N T Y  R E P A I R  F A C I L I T I E S  A N D  

O B L I G A T I O N S .  (a) E v e r y  m a n u f a c t u r e r  o r  d i s t r i b u t o r  of m o t o r  

v e h i c l e s  s o l d  in t h i s  s t a t e  for w h i c h  t h e  m a n u f a c t u r e r  or d i s­

t r i b u t o r  h a s  m a d e  a n  e x p r e s s  w a r r a n t y  s h a l l  m a i n t a i n  in t h i s
T

s t a t e  s u f f i c i e n t  r e p a i r  f a c i l i t i e s ,  r e a s o n a b l y  c l o s e  to all 

p o p u l a t i o n  c e n t e r s  w h e r e  its v e h i c l e s  a r e  u s e d , t o  c a r r y  o u t  the 

t e r m s  o f  s u c h  w a r r a n t i e s .

(b) A s  a m e a n s  of c o m p l y i n g  w i t h  s e c t i o n  ( a ) , a m a n u­

f a c t u r e r  or d i s t r i b u t o r  s h a l l  be p e r m i t t e d  to e n t e r  i n t o  w a r ­

r a n t y  s e r v i c e  c o n t r a c t s  w i t h  i n d e p e n d e n t  r e p a i r  f a c i l i t i e s .  The 

w a r r a n t y  s e r v i c e  c o n t r a c t s  may p r o v i d e  f o r  a f l a t  r a t e  s c h e d u l e  

o f  r e p a i r  t i m e s  t o  b e  u s e d  in c a l c u l a t i n g  c h a r g e s  f o r  w a r r a n t y  

s e r v i c e  o r  r e p a i r  w o r k ,  p r o v i d e d  t h a t  t h e  c o n t r a c t  h o u r l y  rates 

m u s t  r e i m b u r s e  t h e  r e p a i r  f a c i l i t y  at n o r m a l  r e t a i l  rates, for 

t h e  c o m m u n i t y  w h e r e  the f a c i l i t y  is l o c a t e d ,  f o r  any s e r v i c e  and 

p a r t s  r e a s o n a b l y  r e q u i r e d  to c a r r y  out w a r r a n t y  r e p a i r s .  The 

m a n u f a c t u r e r  or d i s t r i b u t o r  shall a l s o  f a i r l y  r e i m b u r s e  a d e a l e r  

o r  a u t h o r i z e d  c o n t r a c t  r e p a i r  f a c i l i t y  f o r  e x p e n s e s  i n c u r r e d  in 

o r d e r i n g  a n d  s h i p p i n g  p a r t s  n e e d e d  to e f f e c t  w a r r a n t y  c o v e r e d  

r e p a i r s .  7\ny r e q u e s t  b y  a c o n t r a c t  r e p a i r  f a c i l i t y  for 

r e i m b u r s e m e n t  of w a r r a n t y  c o v e r e d  r e p a i r s  m u s t  b e  p a i d  by the 

m a n u f a c t u r e r  or d i s t r i b u t e r  w i t h i n  30 days.

(c) In t h e  e v e n t  that r e p a i r s  of m y  w a r r a n t y  c o v e r e d  

m a l f u n c t i o n  or  d e f e c t  are not c o m p l e t e d  w i t h i n  t w o  w e e k s  o f  (1) 

t h e  c u s t o m e r ' s  d e l i v e r y  o f  the v e h i c l e  t o  the m a n u f a c t u r e r ' s  or 

d i s t r i b u t o r ' s  d e s i g n a t e d  r e p a i r  f a c i l i t y  or d e a l e r ;  or, (2) the 

c u s t o m e r ' s  n o t i f i c a t i '  n t o  the m a n u f a c t u r e r ,  d i s t r i b u t o r ,  or its 

d e a l e r  of  a w a r r a n t y  m a l f u n c t i o n  w h i c h  r e n d e r s  t h e  v e h i c l e  

i n o p e r a b l e ;  t h e n  r e a s o n a b l e  c h a r g e s  for t h e  o w n e r ' s  r e n t a l  of 

s u b s t i t u t e  t r a n s p o r t a t i o n  shall b e  p a i d  b y  the m a n u f a c t u r e r  or 

d i s t r i b u t o r ,  o r  t h e  m a n u f a c t u r e r  o r  d i s t r i b u t o r  s h a l l  p r o v i d e -



a s u b s t i t u t e  v e h i c l e ,  f r o m  the d a t e  t w o  w e e k s  a f t e r  d e l i v e r y  of 

t h e  v e h i c l e  o r  n o t i f i c a t i o n  of a m a l f u n c t i o n  r e n d e r i n g  a v e h i c l e  

i n o p e r a b l e ,  u n t i l  r e p a i r s  are c o m p l e t e .

[NOTE: S u b s e c t i o n  d, b e l o w ,  i.s v e r y  r o u g h , e v e n  in c o n c e p t ! )

(d) If the e x p r e s s  w a r r a n t y  r e q u i r e s  the o w n e r  to 

d e l i v e r  the v e h i c l e  t o  t h e  n e a r e s t  m a n u f a c t u r e r ' s  d e a l e r  for 

w a r r a n t y  r e p a i r ,  t h a t  d u t y  shall n o t  be b i n d i n g  on t h e  owner, 

n o r  a w a i v e r  of t h e  o w n e r ' s  w a r r a n t y  r i g h t s  w h e n ,  (1) due to the 

m a l f u n c t i o n  or  d e f e c t  t h e  v e h i c l e  c a n n o t  s a f e l y  be o p e r a t e d ,  or 

(2) t h e  d e l i v e r y  of the v e h i c l e  c a n n o t  b e  m a d e  by r o a d  or by 

s h i p m e n t  by b o a t  o r  f e r r y  of l e s s  th a n  o n e  d a y ' s  s h i p p i n g  or 

t r a v e l  t i me. S h o u l d  the c u s t o m e r  b e  u n a b l e  t o  e f f e c t  r e t u r n  of 

t h e  v e h i c l e  for a n y  of  t h e  above r e a s o n s ,  the c u s t o m e r  shall 

n o t i f y  t h e  m a n u f a c t u r e r ,  d i s t r i b u t o r  or its n e a r e s t  d e a l e r  or 

a u t h o r i z e d  r e p a i r  f a c i l i t y  w i t h i n  the state. W r i t t e n  n o t i c e  of 

t h e  m a l f u n c t i o n  o r  d e f e c t  to the m a n u f a c t u r e r ,  d i s t r i b u t o r ,  

d e a l e r  o r  r e p a i r  f a c i l i t y  shall c o n s t i t u t e  " r e t u r n "  o f  the 

v e h i c l e  for p u r p o s e s  of t h i s  s e c t i o n .  U p o n  r e c e i p t  of such 

n o t i c e  o f  m a l f u n c t i o n  or d e f e c t  t h e  m a n u f a c t u r e r  or d i s t r i b u t o r  

s h a l l ,  a t  its o p t i o n ,  r e p a i r  the v e h i c l e  at t h e  c u s t o m e r ' s  

r e s i d e n c e  or t o w n  of r e s i d e n c e ,  or  a r r a n g e  for t r a n s p o r t i n g  the 

v e h i c l e  to a d e a l e r  o r  r e p a i r  f a c i l i t y .  All r e a s o n a b l e  c o sts of 

t r a n s p o r t i n g  t h e  v e h i c l e  when, p u r s u a n t  t o  (1) above, the owner 

is u n a b l e  to e f f e c t  d e l i v e r y ,  s h a l l  be at the manuf a c t i  r e r 's 

e x p e n s e .  W h e n  t h e  o w n e r  c a n n o t  d e l i v e r  the v e h i c l e  u n d e r  the 

t i m e  l i m i t s  of (2) a b o v e ,  if the m a n u f a c t u r e r  d i e s  n o t  c h o o s e  to 

r e p a i r  t h e  v e h i c l e  a t  the o w n e r ' s  r e s i d e n c e  or to w n  of 

r e s i d e n c e ,  the r e a s o n a b l e  cost of  t r a n s p o r t i n g  the v e h i c l e  to 

t h e  d e a l e r  or d e s i g n a t e d  r e p a i r  f a c i l i t y  shall be  p a i d  o n e - h a l f  

b y  the o w n e r  a n d  o n e - h a l f  by the m a n u f a c t u r e r .



W A R R A N T I E S  - M O T O R  V E H I C L E S  - R E P A I R S

C O M M E N T A R Y : U n d e r  e x i s t i n g  c a s e  law, a m a n u f a c t u r e r  w h o  is s u e d
b e c a u s e  of f a i l u r e  t o  s e r v i c e  o r  r e p a i r  g o o d s  t o  c o n f o r m  to 
a p p l i c a b l e  e x p r e s s  w a r r a n t i e s  a f t e r  a r e a s o n a b l e  n u m b e r  of 
a t t e m p t s  m a y  b e  r e q u i r e d  b y  a c o u r t  to  e i t h e r  r e p l a c e  t h e  g o o d s  
o r  r e i m b u r s e  t h e  c u s t o m e r .  H o w e v e r ,  t h e  c o s t s  of d e t e r m i n i n g  in 
t h e  c o u r t  w h a t  is a " r e a s o n a b l e "  n u m b e r  o f  r e p a i r  a t t e m p t s  a n d  by 
w h a t  m e t h o d  a c u s t o m e r  s h o u l d  b e  r e i m b u r s e d  m a k e s  s u c h  s u i t s  v e r y  
d i f f i c u l t  a n d  c o s t l y .

T h i s  b i l l  w o u l d  p r o v i d e  t h a t  it s h a l l  b e  p r e s u m e d  t h a t  a 
r e a s o n a b l e  n u m b e r  o f  a t t e m p t s  h a v e  b e e n  u n d e r t a k e n  to c o n f o r m  a 
n e w  m o t o r  v e h i c l e  t o  the a p p l i c a b l e  e x p r s s  w a r r a n t i e s ,  if, d u r i n g  
t h e  f i r s t  y e a r  or 12,000 m i l e s  o f  t h e  a p p l i c a b l e  e x p r e s s  w a r r a n t y  
(note t h a t  s o m e  w a r r a n t i e s  a r e  n o w  " 5 - y e a r " ) :  (1) t h e  same
m a l f u n c t i o n  o r  d e f e c t  h a s  b e e n  s u b j e c t  t o  r e p a i r  f o u r  o r  m o r e  
t i m e s  b y  t h e  m a n u f a c t u r e r  o r  its a g e n t  o r  a u t h o r i z e d  d e a l e r s  or 
(2) t h e  v e h i c l e  is o u t  o f  s e r v i c e  by r e a s o n  of r e p a i r  (or r e p a i r  
d e l a y s )  o f  a w a r r a n t y  c o v e r e d  m a l f u n c t i o n  o r  d e f e c t  for a 
c u m u l a t i v e  .total o f  m o r e  t h a n  30 b u s i n e s s  d a y s  d u r i n g  t h e  f i r s t  
y e a r  of  t h e  w a r r a n t y .

T h e  b i l l  w o u l d  p r o v i d e  t h a t  the p r e s u m p t i o n  m a y  n o t  be a s s e r t e d  
by  t h e  c u s t o m e r  u n t i l  a f t e r  the c u s t o m e r  h a s  r e s o r t e d  to  an 
i n - s t a t e  q u a l i f i e d  t h i r d  p a r t y  d i s p u t e  r e s o l u t i o n  p r o c e s s ,  if one 
is a v a i l a b l e  i n  state. T h e  b i l l  w o u l d  a l s o  p r o v i d e  t h a t  a 
m a n u f a c t u r e r  s h a l l  b e  b o u n d  by a d e c i s i o n  of t h e  t h i r d  p a r t y  
p r o c e s s  if t h e  c u s t o m e r  e l e c t s  t o  a c c e p t  it, and t h a t  if the 
c u s t o m e r  is d i s s a t i s f i e d  w i t h  t h e  t h i r d  p a r t y  d e c i s i o n  the 
c u s t o m e r  m a y  a s s e r t  the p r e s u m p t i o n  in an a c t i o n  t o  e n f o r c e  the 
b u y e r ' s  r i g h t s  as s p e c i f i e d .  (This t r a c k s  the f e d e r a l  
M a g n u s o n - M o s s  W a r r a n t y  A c t . )  T h e  b i l l  a l s o  w o u l d  r e q u i r e  
m a n u f a c t u r e r s  t o  p a y  for t h e  s h i p p i n g  of pa r t s .



S E C T I O N  1. (a) If a n e w  m o t o r  v e h i c l e  d o e s  n o t  c o n f o r m  t o
a l l  a p p l i c a b l e  e x p r e s s  w a r r a n t i e s ,  a n d  t h e  c u s t o m e r  r e p o r t s  t h e  
n o n c o n f o r m i t y  to t h e  m a n u f a c t u r e r ,  its a g e n t  o r  its a u t h o r i z e d  
d e a l e r  d u r i n g  t h e  t e r m  o f  s u c h  e x p r e s s  w a r r a n t i e s ,  o r  d u r i n g  t h e  
p e r i o d  o f  o n e  y e a r  f o l i o w i n  t t h e  d a t e  o f  o r i g i n a l  d e l i v e r y  of  the 
v e h i c l e  to  t h e  c u s t o m e r ,  w h i c h e v e r  is t h e  l a t e r  d a te, t h e  
m a n u f a c t u r e r ,  its a g e n t  or its a u t h o r i z e d  d e a l e r  s h a l l  m a k e  s u c h  
r e p a i r s  as a r e  r ^ c e s s a r y  t o  c o n f o r m  the v e h i c l e  t o  s u c h  e x p r e s s  
w a r r a n t i e s ,  n o t v .i h s t a n d i n g  t h e  f a c t  t h a t  s u c h  r e p a i r s  a r e  m a d e  
a f t e r  t h e  e x p i r a t i o n  o f  t h e  w a r r a n t y  t e r m  o r  t h e  o n e - y e a r  p e r i o d ;

(b) E v e r y  m a n u f a c t u r e r  of m o t o r  v e h i c l e s  s o l d  in t h i s  s t a t e  
for w h i c h  t h e  m a n u f a c t u r e r  h a s  m a d e  an e x p r e s s  w a r r a n t y  s h a l l  
m a i n t a i n  in t h i s  s t a t e  s u f f i c i e n t  s e r v i c e  a n d  r e p a i r  f a c i l i t i e s ,  
r e a s o n a b l y  c l o s e  t o  a l l  a r e a s  w h e r e  its v e h i c l e s  are s o ld, to 
c a r r y  o u t  t h e  t e r m s  of s u c h  w a r r a n t i e s ;  a n d  d e s i g n a t e  a n d  
a u t h o r i z e  in t h i s  s t a t e  as s e r v i c e  a n d  r e p a i r  f a c i l i t i e s  
i n d e p e n d e n t  r e p a i r  or  s e r v i c e  f a c i l i t i e s ,  r e a s o n a b l y  c l o s e  t o  all 
p o p u l a t i o n  c e n t e r s  w h e r e  i t s  m o t o r  v e h i c l e s  a r e  u s ed, t o  c a r r y  
o u t  t h e  t e r m s  of s u c h  w a r r a n t i e s .

A s  a m e a n s  o f  c o m p l y i n g  w i t h  t h i s  s e c t i o n ,  a m a n u f a c t u r e r  s h a l l  
b e  p e r m i t t e d  t o  e n t e r  i n t o  w a r r a n t y  s e r v i c e  c o n t r a c t s  w i t h  
i n d e p e n d e n t  r e p a i r  f a c i l i t i e s .  T h e  w a r r a n t y  s e r v i c e  c o n t r a c t s  
m a y  p r o v i d e  f o r  a f l a t  r a t e  s c h e d u l e  of r e p a i r  t i m e s  t o  be u s e d  
in c a l c u l a t i n g  c h a r g e s  for w a r r a n t y  s e r v i c e  or r e p a i r  w o r k ,  
p r o v i d e d  t h a t  the c o n t r a c t  h o u r l y  r a t e s  m u s t  r e i m b u r s e  t h e  r e p a i r  
f a c i l i t y  at n o r m a l  r e t a i l  r a t e s ,  for the c o m m u n i t y  w h e r e  the 
f a c i l i t y  is l o c a t e d ,  for a n y  s e r v i c e  a n d  p a r t s  r e a s o n a b l y  
r e q u i r e d  to c a r r y  o u t  w a r r a n t y  r e p a i r s .  T h e  m a n u f a c t u r e r  s h a l l  
a l s o  f a i r l y  r e i m b u r s e  the r e p a i r  f a c i l i t y  for e x p e n s e s  i n c u r r e d  
in o r d e r i n g  a n d  s h i p p i n g  p a r t s  n e e d e d  to e f f e c t  w a r r a n t y  c o v e r e d  
r e p a i r s .  A n y  r e q u e s t  by  a c o n t r a c t  r e p a i r  f a c i l i t y  f o r  
r e i m b u r s e m e n t  of  w a r r a n t y  c o v e r e d  r e p a i r s  m u s t  b e  p a i d  b y  the 
m a n u f a c t u r e r  w i t h i n  30 days. ~ '

(c) In t h e  e v e n t  t h a t  r e p a i r s  of a n y  w a r r a n t y  c o v e r e d  
m a l f u n c t i o n  o r  d e f e c t  are n o t  c o m p l e t e d  w i t h i n  t w o  w e e k s  of: (1) 
the c u s t o m e r ' s  d e l i v e r y  of the v e h i c l e  t o  t h e  m a n u f a c t u r e r ' s  
d e s i g n a t e d  r e p a i r  f a c i l i t y ;  or, (2) t h e  c u s t o m e r ' s  n o t i f i c a t i o n  
to t h e  m a n u f a c t u r e r  of a w a r r a n t y  m a l f u n c t i o n  w h i c h  r e n d e r s  t h e  
v e h i c l e  i n o p e r a b l e ;  r e a s o n a b l e  c h a r g e s  f o r  t h e  r e n t a l  of 
s u b s t i t u t e  t r a n s p o r t a t i o n  j h a l l  be  p a i d  b y  the m a n u f a c t u r e r ,  or 
the m a n u f a c t u r e r  s h a l l  p r o v i d e  a s u b s t i t u t e  v e h i c l e ,  f r o m  the 
d a t e  t w o  w e e k s  a f t e r  d e l i v e r y  or n o t i f i c a t i o n  o f  the v e h i c l e  
u n t i l  r e p a i r s  a r e  c o m p l e t e .



(d) I t  s h a l l  b e  t h e  d u t y  o f  the c u s t o m e r  t o  d e l i v e r  the 
v e h i c l e  t o  t h e  n e a r e s t  a u t h o r i z e d  d e a l e r s h i p  o r  m a n u f a c t u r e r  
a u t h o r i z e d  s e r v i c e  a n d  r e p a i r  f a c i l i t y  w i t h i n  t h i s  s t a t e  u n l e s s :  
d u e  t o  t h e  m a l f u n c t i o n  o r  d e f e c t  the v e h i c l e  c a n n o t  s a f e l y  be 
o p e r a t e d ,  o r  t h e  d e l i v e r y  o f  t h e  v e h i c l e  c a n n o t  b e  m a d e  b y  road, 
o r  b y  s h i p m e n t  b y  b o a t  o r  f e r r y ,  of  l e s s  t h a n  o n e  d a y ' s  s h i p p i n g  
o r  t r a v e l  t i me. S h o u l d  t h e  c u s t o m e r  b e  u n a b l e  to e f f e c t  r e t u r n  
of t h e  v e h i c l e  f o r  a n y  o f  t h e  a b o v e  r e a s o n s ,  t h e  c u s t o m e r  s h a l l  
n o t i f y  t h e  m a n u f a c t u r e r  or  i t s  n e a r e s t  s e r v i c e  a n d  r e p a i r  
f a c i l i t y  w i t h i n  t h e  s t a t e .  W r i t t e n  n o t i c e  o f  the m a l f u n c t i o n  or 
d e f e c t  t o  t h e  m a n u f a c t u r e r  o r  i t s  s e r v i c e  a n d  r e p a i r  f a c i l i t y  
s h a l l  c o n s t i t u t e  r e t u r n  of t h e  v e h i c l e s  f o r  p u r p o s e s  o f  th i s  
s e c t i o n .  U p o n  r e c e i p t  o f  s u c h  n o t i c e  o f  m a l f u n c t i o n  o r  d e f e c t  
t h e  m a n u f a c t u r e r  s h a l l ,  at  i t s  o p t i o n ,  r e p a i r  t h e  v e h i c l e  a t  t h e  
c u s t o m e r ' s  r e s i d e n c e ,  o r  a r r a n g e  f o r  t r a n s p o r t i n g  t h e  v e h i c l e  to 
i t s  r e p a i r  f a c i l i t y .  A l l  r e a s o n a b l e  c o s t s  o f  t r a n s p o r t i n g  the 
v e h i c l e  w h e n ,  p u r s u a n t  t o  t h e  a b o v e ,  a c u s t o m e r  is u n a b l e  to  
e f f e c t  r e t u r n ,  s h a l l  b e  at  t h e  m a n u f a c t u r e r ' s  e x p e n s e .  T h e  
r e a s o n a b l e  c o s t s  o f  r e t u r n  t r a n s p o r t  o f  a n o n - c o n f o r m i n g  v e h i c l e  
t o  t h e  c u s t o m e r  a f t e r  t h e  v e h i c l e ' s  d e l i v e r y  to  t h e  r e p a i r  
f a c i l i t y  s h a l l  b e  a t  t h e  m a n u f a c t u r e r ' s  e x p e n s e .

S E C T I O N  2. (a) S h o u l d  t h e  m a n u f a c t u r e r  o r  its
r e p r e s e n t a t i v e  in t h i s  s t a t e  b e  u n a b l e  to s e r v i c e  o r  r e p a i r  the 
v e h i c l e  t o  c o n f o r m  t o  t h e  a p p l i c a b l e  e x p r e s s  w a r r a n t i e s  a f t e r  a 
r e a s o n a b l e  n u m b e r  o f  a t t e m p t s ,  t h e  m a n u f a c t u r e r  s h a l l  e i t h e r  
r e p l a c e  t h e  v e h i c l e  or r e i m b u r s e  t h e  c u s t o m e r  in a n  a m o u n t  e q u a l  
t o  t h e  p u r c h a s e  p r i c e  p a i d  b y  t h e  c u s t o m e r ,  l e s s  a r e a s o n a b l e  
a m o u n t  f o r  u s e  b y  t h e  c u s t o m e r  p r i o r  t o  t h e  d i s c o v e r y  of the 
n o n - c o n f o r m i n g  m a l f u n c t i o n  o r  d e f e c t .

(b) It s h a l l  b e  p r e s u m e d  t h a t  a r e a s o n a b l e  n u m b e r  of 
a t t e m p t s  h a v e  b ^ e n  m a d e  t o  c o n f o r m  a n e w  m o t o r  v e h i c l e  to the 
a p p l i c a b l e  e x p r e s s  w a r r a n t i e s  if, w i t h i n  o n e  y e a r  f r o m  d e l i v e r y  
t o  t h e  c u s t o m e r  o r  12,000 m i l e s ,  w h i c h e v e r  o c c u r s  fi r s t ,  e i t h e r
(1) t h e  s a m e  v e h i c l e  s y s t e m  o r  a s s e m b l y  h a s  b e e n  s u b j e c t  to 
r e p a i r  for n o n - c o n f o r m i n g  w a r r a n t y  p r o b l e m s  f o u r  o r  m o r e  t i m e s  by  
t h e  m a n u f a c t u r e r  o r  its a g e n t ,  or  (2) the v e h i c l e  is o u t  of 
s e r v i c e  b y  r e a s o n  o f  r e p a i r s  (or r e p a i r  delays),* b y  the 
m a n u f a c t u r e r  o r  i t s  a g e n t ^  tiy t h e  m a l f u n c t i o n s  or  d e f e c t s , f o r  a 
c u m u l a t i v e  t o t a l  o f  m o r e  - m a n  30 b u s i n e s s  d a y s  s i n c e  d e l i v e r y  of 
t h e  v e h i c l e  to t h e  c u s t o m e r .

(c) If a q u a l i f i e d  t h i r d  p a r t y  d i s p u t e  r e s o l u t i o n  p r o c e s s  
e x i s t s  in A l a s k a  a n d  t h e  c u s t o m e r  r e c e i v e s  t i m e l y  n o t i f i c a t i o n  in 
w r i t i n g  o f  t h e  a v a i l a b i l i t y  o f  a t h i r d  p a r t y  p r o c e s s  w i t h  a 
d e s c r i p t i o n  of i t s  o p e r a t i o n  a n d  e f f e c t ,  the p r e s u m p t i o n  in 
p a r a g r a p h  (b) m a y  n o t  b e  a s s e r t e d  by t h e  c u s t o m e r  u n t i l  a f t e r  t h e
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c u s t o m e r  h a s  i n i t i a l l y  r e s o r t e d  t o  t h e  t h i r d  p a r t y  p r o c e s s  as 
d e s c r i b e d  in p a r a g r a p h  ( d ) . N o t i f i c a t i o n  o f  the a v a i l a b i l i t y  o f  
th e  t h i r d  p a r t y  p r o c e s s  is n o t  t i m e l y  if t h e  c u s t o m e r  s u f f e r s  a n y  
p r e j u d i c e  r e s u l t i n g  f r o m  a n y  d e l a y  in g i v i n g  n o t i f i c a t i o n .  If a 
q u a l i f i e d  t h i r d  p a r t y  d i s p u t e  r e s o l u t i o n  p r o c e s s  d o e s  n o t  e x i s t  
in A l a s k a ,  o r  if t h e  c u s t o m e r  is d i s s a t i s f i e d  w i t h  t h e  t h i r d  
p a r t y  d e c i s i o n ,  or if t h e  m a n u f a c t u r e r  or i t s  a g e n t  n e g l e c t s  t o  
p r o m p t l y  f u l f i l l  t h e  t e r m s  of  s u c h  t h i r d  p a r t y  d e c i s i o n ,  the 
c u s t o m e r  m a y  a s s e r t  t h e  p r e s u m p t i o n  p r o v i d e d  in p a r a g r a p h  (b) in 
an a c t i o n  to e n f o r c e  t h e  c u s t o m e r ' s  r i g h t s  u n d e r  (a). T h e  
f i n d i n g s  a n d  d e c i s i o n  o f  the t h i r d  p a r t y  s h a l l  be  a d m i s s i b l e  in  
e v i d e n c e  in t h e  a c t i o n  w i t h o u t  f u r t h e r  f o u n d a t i o n .  A n y  p e r i o d  of 
l i m i t a t i o n  o f  a c t i o n s  u n d e r  a n y  f e d e r a l  or  A l a s k a  l a w  w i t h  
r e s p e c t  t o  a n y  p e r s o n  s h a l l  b e  e x t e n d e d  f o r  a p e r i o d  e q u a l  t o  t h e  
n u m b e r  o f  d a y s  b e t w e e n  the d a t e  a c o m p l a i n t  is f i l e d  w i t h  a t h i r d  
p a r t y  d i s p u t e  r e s o l u t i o n  p r o c e s s  and t h e  d a t e  of  i t s  d e c i s i o n  o r  
the d a t e  b e f o r e  w h i c h  t h e  m a n u f a c t u r e r  or i t s  a g e n t  is r e q u i r e d  
by  t h e  d e c i s i o n  to f u l f i l l  i t s  t e r m s ,  w h i c h e v e r  o c c u r s  later.

(d) A  q u a ] i f i e d  t h i r d  p a r t y  d i s p u t e  r e s o l u t i o n  p r o c e s s  s h a l l  |
be  o n e  t h a t  c o m p l i e s  w i t h  t h e  F e d e r a l  T r a d e  C o m m i s s i o n ' s  m i n i m u m  
r e q u i r e m e n t s  f o r  i n f o r m a l  d i s p u t e  s e t t l e m e n t  p r o c e d u r e s  as s e t  
f o r t h  in t h e  C o m m i s s i o n ' s  r e g u l a t i o n s  at  16 C o d e  o f  F e d e r a l  
R e g u l a t i o n s  P a r t  703; t h a t  r e n d e r s  d e c i s i o n s  w h i c h  a r e  b i n d i n g  o n  
the m a n u f a c t u r e r  if t h e  c u s t o m e r  e l e c t s  t o  a c c e p t  t h e  d e c i s i o n ;  
t h a t  p r e s c r i b e s  a r e a s o n a b l e  t i m e  n o t  to  e x c e e d  30 d a ys, w i t h i n  
w h i c h  t h e  m a n u f a c t e r e r  o r  i t s  . g e n t s  m u s t  f u l f i l l  t h e  t e r m s  of 
t h o s e  d e c i s i o n s .

(e) It s h a l l  b e  an a f f i r m a t i v e  d e f e n s e  to any c l a i m  u n d e r  
t h i s  act: (1) t h a t  a n o n c o n f o r m i n g  m a l f u n c t i o n  or d e f e c t  d o e s  n o t
s u b s t a n t i a l l y  i m p a i r  t h e  u s es, v a l u e s  or  s a f e t y  of the v e h i c l e ;  
or (2) t h a t  a n o n c o n f o r m i t y  is t h e  r e s u l t  o f  abuse, u n r e a s o n a b l e  
n e g l e c t ,  or u n a u t h o r i z e d  m o d i f i c a t i o n s  or a l t e r a t i o n s  o f  rhe 
v e h i c l e  b y  t h e  c u s t o m e r .

S E C T I O N  3. F o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r  the 
f o l l o w i n g  t e r m s  h a v e  t h e  f o l l o w i n g  m e a n i n g s :

(1) " M a l f u n c t i o n  o r  d e f e c t "  m e a n s  a n o n c o n f o r m i t y  w i t h  
an e x p r e s s  w a r r a n t y  w h i c h  s u b s t a n t i a l l y  i m p a i r s  t h e  use, v a l u e ,  
or s a f e t y  of t h e  n e w  m o t o r  v e h i c l e .

(2) " C u s t o m e r "  m e a n s  t h e  p u r c h a s e r ,  t h a n  f o r  t h e
p u r p o s e s  of re.sale, o f  a m o t o r  v e h i c l e ,  any p e r s o n  t o  w h o m  s u c h  
m o t o r  v e h i c l e  is t r a n s f e r r e d  d u r i n g  t h e  d u r a t i o n  o f  an e x p r e s s  
w a r r a n t y  a p p l i c a b l e  to s u c h  m o t o r  v e h i c l e ,  a n d  any o t h e r  p e r s o n  
a p p l i c a b l e  t o  s u c h  m o t o r  v e h i c l e ,  and a n y  o t h e r  p e r s o n  e n t i t l e d
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b y  t h e  t e r m s  o f  s u c h  w a r r a n t y  t o  e n f o r c e  t h e  o b l i g a t i o n s  of su c h  
w a r r a n t y .

(3) " V e h i c l e "  m e a n s  a "new" m o t o r  v e h i c l e  w h i c h  is the 
s u b j e c t  o f  a m a n u f a c t u r e r ' s  e x p r e s s  n e w  c a r  w a r r a n t y  a n d  
s p e c i f i c a l l y  i n c l u d e s  m o t o r c y c l e s  a n d  m o t o r h o m e s .

(4) " P o p u l a t i o n  c e n t e r "  m e a n s  a c o m m u n i t y  o f  o v e r  1 ,000 
p e r s o n s  (or _____  m i l e s  o f  p u b l i c l y  f u n d e d  r o a d s ) .

(5) " V e h i c l e  s y s t e m  o r  a s s e m b l y "  m e a n s  . . .
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E n c l o s e d  p l e a s e  f i n d  a c o p y  of t h e  C a l i f o r n i a  L e m o n  Law, and a 
c o p y  o f  t h e  C o n n e c t i c u t  L e m o n  Law. T h e  s t a t u t e  w h i c h  y o u  h a d  
r e f e r r e d  t o  a s  p o s s i b l y  b e i n g  a P e n n s y l v a n i a  l a w  is in f a c t  t h e  
C o n n e c t i c u t  la w ,  w h i c h  is n o t e d  in t h e i r  m o s t  r e c e n t  s u p p l e m e n t  
as " P . A . , "  w h i c h  m e r e l y  s t a n d s  f o r  " p u b l i c  a c t . "  T o  o u r  
k n o w l e d g e ,  n o  s t a t e s  e x c e p t  C o n n e c t i c u t  a n d  C a l i f o r n i a  h a v e  
p a s s e d  l e m o n  s t a t u t e s .

A l s o  e n c l o s e d  y o u  w i l l  f i n d  n o t  a d r a f t  b u t  a " s k e t c h "  of  a l e m o n  
l a w  f o r  A l a s k a ,  w i t h  a p r e f a t o r y  p a g e  of commt’nta r y .  P l e a s e  n o t e  
t h a t  t h i s  s k e t c h  o f  a b i l l  d o e s  n o t  in a n y  w a y  c o n f o r m  to  A l a s k a  
d r a f t i n g  s t a n d a r d s  o n  l e g i s l a t i o n ,  b u t  o u r  o f f i c e  h a s  be', n so 
b u s y  t h a t  it w a s  a l l  t h a t  I a n d  o u r  a u t o  i n v e s t i g a t o r  c o u l d  d o  on 
s h o r t  n o t i c e  t o  t h r o w  t o g e t h e r  a "c u t  a n d  p a s t e "  w h i c h  c o m b i n e d  
p a r t s  o f  t h e  C o n n e c t i c u t  w i t h  p a r t s  o f  t h e  C a l i f o r n i a  s t a t u t e ,  
a n d  i n s e r t e d  s o m e  o t h e r  m o d i f i c a t i o n s  t h a t  w o u l d  b e  n e e d e d  to 
a d d r e s s  the s p e c i f i c  w a r r a n t y  p r o b l e m s  in t h e  A l a s k a n  m a r k e t .

A s  s o m e  b a c k g r o u n d  i n f o r m a t i o n  o n  w a r r a n t i e s ,  y o u  s h o u l d  r e a l i z e  
t h a t  many" o f  t h e  A m e r i c a n  m a n u f a c t u r e r s  e r e  n o w  o f f e r i n g  5 - y e a r  
w a r r a n t i e s  r a t h e r  t h a n  t h e  f o r m e r  1- y e a r  or  12,000 m i l e  
w a r r a n t i e s .  B o t h  t h e  C a l i f o r n i a  and C o n n e c t i c u t  l e m o n  laws 
s e e m e d  to  b e  b a s e d  o n  the a s s u m p t i o n  t h a t  t h e  1- y e a r  w a r r a n t y  
w o u l d  c o n t i n u e  to b e  the i n d u s t r y  s t a n d a r d .  On  t h e  o t h e r  hand, 
in t e r m s  of t h e  l e v e r a g e  p r o v i d e d  by t h e  l e m o n  lav.’, p e r h a p s  it is 
a p p r o p r i a t e  t h a t  o n l y  the v e r y  " w o r s t "  l e m o n s ,  t h o s e  c a r s  w i t h  
m a s s i v e  d e f e c t s  s h o w i n g  u p  w i t h i n  l - y < a r  or  12,000 m i l e s  s h o u l d  
b e  c o v e r e d  b y  a s t a t e  l e m o n  law.

T h e  w a y  w e  s e t  u p  t h e  d r a f t  t h a t  we  s e n t  d o w n  t o  y o u  s e p a r a t e s
o u t  t h e  m a n u f a c t u r e r ' s  r e s p o n s i b i l i t i e s  in t w o  are a s :  First, the

Lo'fdut.y’-'fccr.rf< d Llow^uthrough^n-^heirwehitrre^'wa'rrant-les , anc to 
ma^tairt'--^-T?liffr'ii‘e^^:,'Tmmber"-"<yf-authori'zed-n:epa.ur.'xshopsrji'n”'thie 
ft&a-fc/e--"tcr Trra-ke^trhe-'^arranty-^ef~f ecti.ve. S e c t i o n  O n e  d o e s  not h a v e  
a n y  t i m e  d e a d l i n e  o t h e r  t h a n  t h e  t e r m s  of t h e  e x p r e s s  w a r r a n t y  
g i v e n  b y  t h e  r . a n u f a c t u r e r  o r  1-y e a r ,  i f  1- y e a r  w o u l d  be the 
l o n g e r  of t h e  t w o  d a t e s .  O u r  a u t o  i n v e s t i g a t o r ,  S c o t t y  D a w k i n s ,  
a n d  I f e e l  t h a t  S e c t i o n  1 is v e r y  i m p o r t a n t  in A l a s k a ,  b e c a u s e
o n e  o f  the m a i n  w a r r a n t y  p r o b l e m s  w e  s e e  is t h e  f a c t  t h a t  for
m o s t  o f  the sv.ate, a w a r r a n t y  r e c e i v e d  w i t h  a n e w  c a r  is
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v i r t u a l l y  u s e l e s s .  A l a s k a n  c o n s u m e r s  o u t s i d e  o f  t h e  m a j o r  
m e t r o p o l i t a n  a r e a s  r e c e i v e  v i r t u a l l y  n o  v a l u e  f o r  t h e i r  w a r r a n t y ,  
b u t  w e  d o  k n o w  t h a t  a w a r r a n t y  is a s i g n i f i c a n t  p a r t  o f  the 
p u r c h a s e  p r i c e  of a n e w  v e h i c l e .  (Scotty w o u l d  b e  w i l l i n g  to 
m e e t  w i t h  y o u  a n d  t a l k  w i t h  y o u  a b o u t  t h is, b e c a u s e  he  h a s  h a d  
e x t e n s i v e  e x p e r i e n c e  i n s i d e  t h e  i n d u s t r y  in  M i c h i g a n ,  w o r k i n g  
w i t h  w a r r a n t y  p r o b l e m s  b o t h  t h e r e  a n d  here.)

It w o u l d  b e  i m p o r t a n t  a l s o  t h a t  a n y  b i l l  w h i c h  is m e a n t  to 
I'iruL i>i w ’qiw u m f w i t ! c I "**!

f r i fcw w iau d <**»£. .iL^aye»et>c?"Be*ka *til'gTr''e?f9t?g^*,̂ o
L.gaa^’i'â awpeacafe,

A  v e r y  r e a l  p r o b l e m  in t h e  a r e a  o f  m a n u f a c t u r e r ' s  
w a r r a n t i e s  is t h a t  t h e  m a n u f a c t u r e r s  c o m p e n s a t e  t h e i r  d e a l e r s h i p s  
f o r  w a r r a n t y  w o r k  b a s e d  o n  a f l a t  r a t e  m a n u a l  w h i c h  h a s  v e r y  
l i t t l e  r e l a t i o n s h i p  t o  t h e  a c t u a l  t i m e  n e e d e d  t o  c o m p l e t e  a 
w a r r a n t y  r e p a i r .  A l s o ,  t h e  t i m e s  s u g g e s t e d  for r e p a i r  in the 
m a n u f a c t u r e r ' s  m a n u a l  a s s u m e  t h a t  the p e r s o n  d o i n g  t h e  w o r k  w i l l  
h a v e  a l l  t h e  s p e c i a l i z e d  t o o l s  a n d  d i a g n o s t i c  e q u i p m e n t  of a full 
d e a l e r s h i p ,  a s  w e l l  a s  f a c t o r y  t r a i n e d  t e c h n i c i a n s  w h o  k n o w  a b o u t  
t h e  l a t e s t  p r o b l e m s  o r  t e c h n o l o g y .  A n  i n d e p e n d e n t  r e p a i r  s h o p  in 
a r u r a l  a r e a  a t t e m p t i n g  t o  c o r r e c t  a d e f e c t  of a n y  c o m p l e x i t y  
s o o n  d i s c o v e r s  t h a t  it t a k e s  t h e m  m a n y  m o r e  h o u r s  to c u r e  the 
p r o b l e m  t h a n  i t  w o u l d  a f a c t o r y  t r a i n e d  t e c h n i c i a n  b a c k  in t h e  
d e a l e r s h i p ' s  m o r e  f u l l y  e q u i p p e d  shop.

A n o t h e r  p r o b l e m  a p p a r e n t l y  u n i q u e  to A l a s k a  is t h e

m a n u f a c t u r e r  o f f e r s  in its e x p r e s s  w a r r a n t y  to p r o v i d e  s u b s t i t u t e  
t r a n s p o r t a t i o n  d u r i n g  w.’ '» r e p a i r s ,  m o s t  d e a l e r s h i p s  in t h e
l o w e r  48 d o  o f f e r  c o m p l y  y l o a n e r  v e h i c l e s  to  a l m o s t  all
w a r r a n t y  r e p a i r  customers. e p a i r s  are d e l a y e d  b e y o n d  a f e w
d a y s .  A l s o ,  in  the l ower M o s t  d e a l e r s h i p s  w o u l d  b e  c h a g r i n e d
if t h e y  c o u l d  n o t  g e t  t h e  c a r  i n t o  the s h o p  on a w a r r a n t y  r e p a i r
w i t h i n  t w o  to  t h r e e  d a y s .  In A l a s k a ,  o n e  o f  o u r  l a r g e s t
d e a l e r s h i p s  " p r i d e s "  i t s e l f  on b e i n g  a b l e  t o  g e t  a 
n o n - f u n c t i o n i n g  v e h i c l e ,  u n d e r  w a r r a n t y ,  i n t o  t h e  s h o p  to be 
" l o o k e d  at" in 10 b u s i n e s s  days.

T h e  p r o b l e m  i n  A l a s k a  is f u r t h e r  a g g r a v a t e d  by t h e  f a c t  that jnarry- 

^ j ^ j c h e ? r t d e a ie r ;e h ± p B '- ':d O '^ a c r t r .- * ? t H > c k ~ ^ o !B i^ n ± ± .ic a n t - .i iT »v -e n ,fcory:*afrvparcl:fiT''
b u t  o r d e r  p a r t s  s p e c i a l l y  as t h e  w a r r a n t y  c a l l s  for. (In fact, 
if a v e h i c l e  u n d e r  w a r r a n t y  n e e d s  a p a r t  n o t  a v a i l a b l e  at the 
A l a s k a  d e a l e r s h i p ,  t h e  c u s t o m e r  is u s u a l l y  r e q u i r e d  t o  p a y  t h e  
a i r  f r e i g h t  t o  g e t  t h e  p a r t  s h i p p e d  p r o m p t l y ,  o r  e l s e  w a i t  for 
t h e  s u r f a c e  s h i p m e n t  o f  t h e  r e q u i r e d  p a r t s . )  T o  a d d r e s s  t h e s e  
p r o b l e m s ,  w e  i n s e r t e d  a S e c t i o n  1(c), w h i c h  g i v e s  the 
m a n u f a c t u r e r  t w o  w e e k s  l e e w a y ,  t h e n  i m p o s e s  a d u t y  to  p r o v i d e  
s u b s t i t u t e  t r a n s p o r t a t i o n .
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W e  a l s o  t r i e d  to p u t  in s o m e  r e a s o n a b l y  b a l a n c e d  c r i t e r i a  a b o u t  
w h a t  c o n s t i t u t e s  a c u s t o m e r ' s  i n a b i l i t y  to d e l i v e r  a v e h i c l e  t o  a 
d e a l e r s h i p  o r  a u t h o r i z e d  a g e n t  b e c a u s e  o f  d i s t a n c e .  Y o u  w i l l  
f i n d  t h i s  in  S e c t i o n  2(d). T h e  w a y  w e  set u p  t h i s  sta t u t e ,  
S e c t i o n  (2) r e a l l y  c o n t a i n s  t h e  h e a r t  o f  t h e  ".lemon" l a w  
p r o v i s i o n s ,  n a m e l y  t h e  p r e s u m p t i o n  o f  w h e n  a m a n u f a c t u r e r  h a s  h a d  
a r e a s o n a b l e  c h a n c e  to a t t e m p t  r e p a i r ,  a n d  t h e  m a n u f a c t u r e r ' s  
d u t y  t o  m a k e  r e i m b u r s e m e n t  t o  a c u s t o m e r  w h o  h a s  p u r c h a s e d  a 
l e m o n .  ( S e c t i o n  2 ' s  m o r e  p o w e r f u l  p r o v i s i o n s  a r e  for t h e  f i r s t  
y e a r  o r  12,000 m i l e s . )

W e  w r o t e  s o m e  d e f i n i t i o n s ,  b u t  w e  w o u l d  s t i l l  n e e d  to f i g u r e  o u t  
d e f i n i t i o n s  f o r  " p o p u l a t i o n  c e n t e r , "  a n d  a l s o  f o r  w h a t  a " v e h i c l e  
s y s t e m  o r  a s s e m b l y "  is.

Y o u  w i l l  n o t e  t h a t  t h e  o t h e r  s t a t e s  f o c u s  in on w h e t h e r  a 
m a n u f a c t u r e r  h a s  a t t e m p t e d  t o  r e p a i r  t h e  " s a m e  n o n - c o n f o r m i t y . "  
W h a t  S c o t t y  D a w k i n s  t e l l s  m e  is t h a t  t h a t  l a n g u a g e  c o u l d  p r o v i d e  
an i n c r e d i b l y  l a r g e  l o o p h o l e  f o r  t h e  m a n u f a c t u r e r .  F o r  i n s t a n c e ,  
if a c u s t o m e r  h a s  a p o r t i o n  o f  t h e  t r a n s m i s s i o n  " s y s t e m  or 
a s s e m b l y "  w o r k e d  on f o u r  t i m e s ,  it is p o s s i b l e  t h a t  t h e  f i r s t  t w o  
c i m e s  t h e  m a n u f a c t u r e r  w i l l  a t t e m p t  to  r e p a i r  t h e  l e a s t  e x p e n s i v e  
p o r t i o n  o f  t h e  s y s t e m ,  h o p i n g  t h a t  t h a t  w i l l  b e  s u f f i c i e n t .
O f t e n  in w a r r a n t y  r e p a i r s  S c o t t y  s e e s  t h a t  t h e  n e c e s s a r y  w o r k  is 
d o n e  in a p r o g r e s s i v e  m a n n e r ;  n a m e l y  t h e  l e a s t  e x p e n s i v e  and 
l e a s t  c o m p l e x  r e p a i r s  a r e  a t t e m p t e d  fi r s t ,  b u t  w h e n  t h i s  d o e s n ' t  
w o r k ,  o n l y  t h e n  d o e s  t h e  m a n u f a c t u r e r  r e l u c t a n t l y  dig i n t o  the 
l a r g e r  s y s t e m  or i n t o  s o m e  m o r e  c o m p l e x  c o m p o n e n t  of t h e  s y s t e m ,  
w h i c h  in f a c t  m a y  be  t h e  u n d e r l y i n g  p r o b l e m .  So, y o u  s e e  t h a t  
S c o t t y  w a n t e d  to m a k e  s u r e  t h a t  t h e  s a m e  n o n c o n f o r m i t y  w a s  b r o a d  
e n o u g h  to  c o v e r  t h e  s a m e  m a l f u n c t i o n  w i t h i n  a s y s t e m .  F o r  
e x a m p l e ,  y o u r  e n g i n e  d e v e l o p s  a s e v e r e  o i l  leak, and it ~s 
r e p a i r e d  b v  r e p a c k i n g  a seal. T h e  e n g i n e  t h e n  d e v e l o p s  a kno c k ,  
a n d  t h e  d e a l e r  a t t e m p t s  to c o r r e c t  it by  f i r s t  i n s t a l l i n g  a n e w  
o i l  p u m p ,  t h e n  a c r a n k s h a f t ,  a n d  f i n a l l y  c o r r e c t s  the k n o c k  by 
r e b u i l d i n g  t h e  e n g i n e .  A f e w  w e e k s  l a t e r  w h i l e  o p e r a t i n g  the 
v e h i c l e  o n  t h e  h i g h w a y  s e v e r a l  h u n d r e d  m i l e s  f r o m  h o m e  t h e  e n g i n e  
s e i z e s .  T h a t  is the m a l f u n c t i o n  or  t h e  d e f e c t  o f  the s y s t e m  t h a t  
s h o u l d  t r i g g e r  the s t a t u t o r y  r e m e d i e s .

W e  a l s o  d i d  n o t  w r i t e  in a n y  l a w  e n f o r c e m e n t  m e c h a n i s m  i n t o  t h e  
s t a t u t e ,  s i n c e  I a s s u m e d  y o u ' r e  t h i n k i n g  of it b e i n g  a p r i v a t e  
a c t i o n  l e m o n  l a w  as in o t h e r  s t a t e s .  Y o u  m i g h t  want, to n o t e  a l l  
t h e  b a c k g r o u n d  w a r r a n t y  s t a t u t e s  t h a t  d o  e x i s t  i n  the S t a t e  of 
C a l i f o r n i a ,  a n d  t h a t  p r o v i d e  f o r  t r e b l e  d a m a g e s  a n d  a f f i r m a t i v e  
d e f e n s e s  a n d  o t h e r  t h i n g s .  I a m  i n c l u d i n g  t h o s e  in t h i s  p a c k e t ,  
for y o u r  use. Y o u  m a y  a l s o  w a n t  to l o o k  at w h e t h e r  y o u  w a n t  t o  
m a k e  a n y  or a l l  of t h i s  a c t  a v i o l a t i o n  of t h e  U n f a i r  T r a d e  
P r a c t i c e s  A c t  if n o t  f o l l o w e d .  (You m i g h t  g e t  v e r y  d i f f e r e n t  
p o l i t i c a l  r e a c t i o n s  to  t h o s e  t w o  p r o p o s a l s . )
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I n e e d  t o  d i s c l o s e  t o  y o u  a p o s s i b l e  c o n f l i c t  o f  i n t e r e s t  on  this 
request.- I a m  c u r r e n t l y  p r e s i d e n t  of a n o n p r o f i t  c o r p o r a t i o n  
k n o w n  as t h e  C o n f l i c t  R e s o l u t i o n  C e n t e r  ( C R C ) , w h i c h  is a " t h i r d  
p a r t y  d i s p u t e  r e s o l u t i o n  m e c h a n i s m , "  o f f e r i n g  m e d i a t i o n  a n d  
a r b i t r a t i o n  in t h e  A n c h o r a g e  m u n i c i p a l i t y .  In fact, t h e  C o n f l i c t  
R e s o l u t i o n  C e n t e r  h a s  m a d e  a p p r o a c h e s  t o  r e p r e s e n t a t i v e s  of 
s e v e r a l  a u t o m o b i l e  m a n u f a c t u r e r s  a b o u t  w h e t h e r  or  n o t  t h e y  w o u l d  
w i s h  to u s e  t h e  s e r v i c e s  of C R C  as a t h i r d  p a r t y  d i s p u t e
m e c h a n i s m  u n d e r  t h e  f e d e r a l  M a g n u s o n - M o s s  W a r r a n t y  A c t .  A t  this
t i m e ,  t h e r e  is n o  s u c h  s p e c i f i c  r e l a t i o n s h i p  c o n t e m p l a t e d  b e t w e e n  
C R C  a n d  a n y  m a n u f a c t u r e r .  H o w e v e r ,  t h a t  is a p o s s i b i l i i t y , so I
t h o u g h t  I s h o u l d  m e n t i o n  m y  r e l a t i o n s h i p  t o  C R C .

S c o t t y  D a w k i n s  w i l l  b e  in J u n e a u  on M a r c h  28 and, d e s p i t e  t h e  
o f f i c i a l  h o l i d a y ,  is v e r y  e a g e r  t o  d i s c u s s  t h e  l e m o n  l a w  c o n c e p t  
w i t h  you.

/ a w
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G E N E R A L  F U N D - 0 - I - 0 - | " 0 - 1 - 0 - - U -  ,■

F E D E R A L  F U N D S 1 1 1 1 1

O T H E R  ( S p e c i f y  S o u r c e ) i 1 I 1 1

I I 1 1 1 1

P O S I T I O N S :

F U L L - T I M E - 0- 1 - 0- 1 - 0- 1 - 0- 1 -0- 1 -0- 1
P A R T - T I M E 1 1 1 1 1 1
T E M P O R A R Y 1 1 1 1 1 1

i ........ .................... 1 1 1 1 1 1
I I I .  S O U R C E  O F  F U N D S  T O  O F F S E "  F I S C A L  I M P A C T  O F  B I L L :

N/A

I V. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f o r  a n y  A n a l y s i s

^ c i a ^ T l .  F e g u e s ^  PiT’̂1P r e p a r e d  B y:

D i v i s i o n :  A d m i n i s t r a t i v e

’act o r

itrative S e r v i c e s  Oivisip^i ”

(XvAc /  fjjQ.
1 S S 1 o n e r  :.Nnrman C. G o r s u c h O  A t t o r n e y
:ment- n f  l . a u  v

A p p r o v e d  b y  Coirmi ___

D e o £ r t m e n t : D e P artment: of  L a w

P h o n e :

D a t e :

4 6 5 - 3 6 7 2

G e n e r a l  D a t e :

A p r i l  13, 1983 H

A p r i l  13, 1 983 i

D i s t r i b u t i o n :

O r i g i n a l  t o  L e g i s l a t i v e  F i n a n c e

C c p y  t o  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )  

C o p y  t o  D e p a r t m e n t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )

C c o y  t o  S p o n s o r  

C c c v  t o  R e o u e s t o r  (if differpnt frrw



IIB 344 
F i s c a l  N o t e  
A n a l y s i s

HB 344 c l a r i f i e s  and d e f i n e s  the legal w a r r a n t y  r i ghts 
and r e s p o n s i b i l i t i e s  b e t w e e n  o w ne rs of n e w  m o t o r  v e h i c l e s  and the 
v e h i c l e  m a n u f a c t u r e r ,  w h e n  a n e w  v e h i c l e  is s e r i o u s l y  defective. 
S e c t i o n  1(f) of the b i l l  m a k e s  the m a n u f a c t u r e r ' s  r e f u s a l  or 
f a i l u r e  to f u l f i l l  its w a r r a n t y  d u ties an u n f a i r  t r ade p r a c t i c e  
u n d e r  AS 4 5 . 5 0 . 4 7 1 .  AS 4 5 . 5 0 . 4 7 1 ,  w h i c h  is e n f o r c e d  b y  the 
C o n s u m e r  P r o t e c t i o n  S e c t i o n  of the D e p a r t m e n t  of Law, a l r e a d y  
c o v e r s  w a r r a n t i e s  a n d  r e p a i r s  in a m o r e  g e n e r a l  m a nner . The 
s p e c i f i c  lega l s t a n d a r d s  of HB 344 s h o u l d  n o t  cause  a d d i t i o n a l  
f i s c a l  i mpact on C o n s u m e r  P r o t e c t i o n  b e c a u s e  HB 344 m e r e l y  gives 
a b e t t e r  d e f i n i t i o n  and t h e r e f o r e  a b e t t e r  e n f o r c e m e n t  tool in 
the a u t o  w a r r a n t y  area.

AS 4 5 . 5 0 . 4 7 1  a l s o  p r o v i d e s  for the v e h i c l e  o w n e r ' s  
p r i v a t e  e n f o r c e m e n t  lawsuit, so some of H B  3 4 4 's i m p a c t  w i l l  be 
in t h e  p r i v a t e  legal sector.



'•l!l ^  %T~- ^  "  7 * a^ - ' " ’ '  ’  ̂  '  ̂ T W * 1;

I

STATE OF ALASKA

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

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

B i l l / R e s o l u t i o n  N o . :  h b - 344 _________________  A g e n c y  A f f e c t e d :  P u b l i c  S a f e t y _____________

T i t l e :  M o t o r  V e h i c l e  W a r r a n t i e s _____________ P r o g r a m  C a t e g o r y  A f f e c t e d :L i f e / P r o p e r t y  P r c

S p o n s o r :  m .m . M i l l e r ___________________________  B R U ,  P r o g r a m  o f  S u b p r o g r a m ^ ) A f f e c t e d :

R e q u e s t o r :  Sponsor__________________________________  D r i v e r / V e h i c l e  S e r v i c e s _________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )
*

FY  8 3 FY 8 4 FY  8 5 FY  8 6 FY  87 FY  8 8

O P E R A T I N G I

1 0 0  P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

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

4 0 0  C O M M O D I T I E S

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

6 0 0  L A N D  & S T R U C T U R E S

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

T O T A L  O P E R A T I N G - 0 - - 0 - - 0 - - O - - 0 -

C A P I T A L  | | |

R E V E N U E  1 1 1

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D  

F E D E R A L  F U N D S  

O T H E R  ( S p e c i f y  S o u r c e )

P O S I T I O N S :

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

I I I .  S O U R C E  O F  F U N D S  T O  O F F S E T  F I S C A L  I M P A C T  O F  B I L L :

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f o r  a n y  A n a l y s i s

P r e p a r e d  B y : ___ R o b e r t  J. Rowan, D i r e c t o r  f f j/ ' _________

D i v i s i o n :  M o t o r  V e h i c l e s  ~______________________

A p p r o v e d  b, 

D e p a r t m e

o m m i s s i o n e r :

R u b'Ll c.. S a f e t y L L

N o  f i s c a l  i m p a c t  a n t i c i p a t e d  

Phone: 2 69 -5 55 1

Date: 4 - 2 0 -8 3

D a te:

D i s t r i b u t i o n :

O r i g i n a l  to  L e g i s l a t i v e  F i n a n c e

C o p y  to O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )

C o p y  to  D e p a r t m e n t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )

C o p y  t o  S p o n s o r

C o p y  t o  R e q u e s t o r  ( if d i f f e r e n t  f r o m  S p o n s o r )  3 / 8 / 8 3



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

F I S C A L  N O T E Revision Date , 1S83

I. REQUEST

B i l l / R e s o l u t i o n  N o . :  H B - 3 4 4

II. F I S C A L  D E T A I L

A g e n c y  A f f e c t e d :  Public S a f e t y

T i t l e :  M o t o r  V e h i c l e  W a r r a n t i e s

S p o n s o r : ,  m .m . M i l l e r

R e q u e s t o r :  S p o n s o r

P r o g r a m  C a t e g o r y  A f f e c t e d  :L i f e / P r o p e r t y  P r o 

B R U ,  P r o g r a m  o f  S u b p r o g r a m ^ ) A f f e c t e d :  

D r i v e r / V e h i c l e  Servi c e s  _

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

F Y  8 3  | FY 04 FY 85 F Y  86 FY 87 FY 8 8

O P E R A T I N G 1 I 1

1 0 0  P E R S O N A L  S E R V I C E S 1 I !

2 0 0  T R A V E L 1 1 1
3 0 0  C O N T R A C T U A L •I 1 1

4 0 0  C O M M O D I T I E S I 1 I

5 0 0  E Q U I P M E N T 1

6 0 0  L A N D  & S T R U C T U R E S •

7 0 0  G R A N T S ,  C L A I M S ,  E T C 1 1

1 1
T O T A L  O P E R A T I N G | - 0 - - 0 - - 0 - - 0 - - 0 -

C A P I T A L

R E V E N U E

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D  

F E D E P A L  F U N D S  

O T H E R  ( S p e c i f y  S o u r c e )

1

1

1

P O S I T I O N S : •

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

1 1

! 1

1 1
i
i

III. S O U R C E  O F  F U N D S  T O  O F F S E T  F I S C A L  I M P A C T  OF  B I L L :

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f o r  a n y  A n a l y s i s

P r e p a r e d  By: R o b e r t  J. Rowan, D i r e c t o r

D i v i s i o n : _______ M o t o r  V e h i c l e s  v

No  fis c a l impact a n t i c i p a t e d  

P h o n e :  2 6 9 - 5 5 5 1

D a t e :  4 - 2 0 - 8 3

A p p r o v e d  b y _ , Q o m m i s s i o n e r : _ ^ _

D e p a r t m e r P u b l i c  S a f e t y

Di s t r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e

C o p y  to  O f f i c e  o f  M a n a g e m e n t  a n d  E u d g e t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )  

C o p y  t o  D e p a r t m e n t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )

C o p y  t o  S p o n s o r

C o p y  t o  R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r ) 3/8/83



S T A T E  OF A L A S K A  

F I S C A L  N O T E

\

1 Revision Pete 1983

T
REQUEST II. F I S C A L  D E T A I L

d'i i i / R e s o l u t i o n  N o . : h b  344 

T i t l e :

A g e n c y  n T T e C t e d :  D e p a r t m e n t  of L a w

. m o t o r  v e h i c l e  w a r r a n t i e s . " P r o g r a m  C a t e g o r y  A f f e c t e d :  Pub. Prot&c.

S p o n s o r :  Repr. M . M . M i l l e r

KBCUestor: H o u s e  L a b o r  & C o m m e r c e

BRU, P r o g r a m  of S u b p r o g r a m ^ ) A f f e c t e c :

C o n s u m e r  P r o t e c t i o n

E X P  E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

FY 83 1 FY 84 I FY 85 1 FY 86 1 F Y -87 1 FY 88
OPER A T I N G 1 1 1 1 1

100 PERSONAL SERVICES 1 1 I 1 1 I

200 T R AVEL 1 1 1 1 1
300 C O N T R ACTUAL 1 I I 1 1
400 CO M M O D I T I E S 1 • 1 1 1 1
500 EQUI P M E N T 1 1 1 1 1 1
600 LAND & STRUCTURES 1 1 1 1 1
700 GRANTS, CLAIMS, ETC 1 1 1 1 1 1

1 1 1 1 • 1 1
t o t a l  o p e r a t i n g ' i 0 1 1 0 1 1 0 1 ! 0 1 1 0 1 1 c 1

C A P  i 7 AL

R t V t N U t I

F U N D I N G : ( T h o u s a n d s  of Pol l a r s )

G E N E R A L  F U N D - 0 - l - 0 - 1 - 0 - l - O - - 0 - - U -  |

F E D E R A L  F U N D S 1 1 1 1 1 1

O T H E R  ( S p e c i f y  S o u r c e ) 1 1 1 1 1 1

l i 1 1 1 1

P O S I T I O N S :

F U LL -T IM E 1C11o1 1 -o- l -o- 1 -o- 1 -0-
PART-T IME 1 1 1 1 1 1
TEMPORARY 1 1 1 1 1 1

i 1 1 1 1 1 1

SOURCE OF FUNDS TO OFFSET F ISC AL IMPACT OF B I L L :

N / A

IV. A N A L Y S I S :  A t t a c h

P r e p a r e d  By: R i c h a r

p a g e  f o r  a ny  A n a l y s i s  

y L
D i r e c t o r 4 6 5 - 3 6 7 2P'none:

Da te:  ~ A n r i l  13. 1983
D i v i s i o n : A d m i n i s t r a t i v e  ^ r v i c e s ^ D ^ i s i p ^   f

A p p r o v e d  b y  C o m m i  s s i o n e r  . t / p r n e y G e n e r a l  Date: A p r i l  13, 1983
D e p a i‘t m e n t : D e P art:nier>t o i uaw ~

Di s t r i b u t i o n :

O r i g i n a l  t o L e g i s l a t i v e  F i n a n c e

C c o y  t o  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  (for  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )  

C o p y  t o  D e p a r t m e n t  ( fo r  G o v e r n o r  i n t r o d u c e d  b i l l s )

C c c y  t o  S p o n s o r

C c r v  t o  R e c u e  S t o r  (i f d i f f p r p n t » r r .  nr-.mrJ--------------------------------- ---------



* - HB 344
F i s c a l  Mote 
A n a l y s i s

HB 344 c l a r ifies  and defines the legal w a r r a n t y  rights 
and r e s p o n s i b i l i t i e s  b e t w e e n  owners of n e w  m o t o r  v e h i cles and the 
v e h i c l e  m a n u f a c t u r e r ,  w h e n  a n e w  v e h i c l e  is serious ly defective. 
S e c t i o n  1(f) of the bil l m a k e s  the m a n u f a c t u r e r ' s  r e f usal or 
f a i l u r e  to f u l f i l l  its w a r r a n t y  duties an u n fair trade p r a c t i c e  
u n d e r  AS 45.50 . 4 7 1 .  AS 45.50.471, w h i c h  is en forced by the 
C o n s u m e r  P r o t e c t i o n  S e c t i o n  of the D e p a r t m e n t  of Law, already 
c o v e r s  w a r r a n t i e s  and r e pairs in a m o r e  general manner. The 
s p e c i f i c  legal standards of H B  344 should not cause a d d i t i o n a l  
f i s c a l  impact on C o n s u m e r  P r o t e c t i o n  b e cause  HB 344 m e r e l y  gives 
a b e t t e r  d e f i n i t i o n  and t h e r e f o r e  a b e t t e r  e n f o r c e m e n t  tool in 
the auto w a r r a n t y  area.

AS 45.50.471 also p r o v i d e s  for the v e h i c l e  owner's 
p r i v a t e  e n f o r c e m e n t  lawsuit, so some of KB 3 4 4 's im pact will be 
in the p r i v a t e  legal sector.





F I S C A L  N O T E R e v i s i o n  D a t e

•nmrmmm

1 983 I

1 . R E Q U E S T

B i l l / R e s o l u t i o n  No: SS HB 346_____________

T i t i e : Exempting; p u b l i c  u t i l i t y  i n c o m e  

S p o n s o r :  Cat o

II,

R e q u e s t o r :  S t a t e  A f f a i r s  and  F i n a n c e

F I S C A L  D E T A I L

A g e n c y  A f f e c t e d :  D e p a r t m e n t  of R e v e n u e  

P r o g r a m  Cat g o r y  A f f e c t e d :  R e v  C o l l  &  Mgmtj 

BRU, P r o g r a m  of S u b p r o g r a m ( s ) A f f e c t e d :

A u d i t  D i v i s i o n ________________________ .____

C A T  X.

I

I O P E R A T I N G

1 F Y  83 1 F Y  84 1 FY 85 1 F Y  86 1 FY 87 1 F Y  88

1 1 ] _ I 1 1

| 1 0 0 P E R S O N A L  S E R V I C E S 1 - 1 - 1 1 1 1

I 2 0 0 T R A V E L 1 - 1 - 1 1 1 1

| 3 0 0 C O N T R A C T U A L 1 - 1 - 1 1 1 1
| 4 0 0 C O M M O D I T I E S 1 - 1 - 1 1 1 1

| 50 0 E Q U I P M E N T 1 - 1 ■ 1 1 1 1
| 6 0 0 L A N D S  &  S T R U C T U R E S 1 - 1 - 1 1 1 1
| 7 0 0  

1

G R A N T S ,  C L A I M S ,  ETC. 1

I

- 1 

1

— 1

J... . _

1

1

1

1

1

1

T O T A L  O P E R A T I N G

1 C A P I T A L  1 1 - 11 - 1 - 1 - 1

1 R E V E N U E  1 

F U N D I N G :  ( T h o u s a n d s  of D o l l a r s )

(500) | (2500) || (2000) | (2000) | - |

| G E N E R A L  F U N D  | - 1 1 - 1 - 1 - 1 -

| F E D E R A L  F U N D S  ! - 1 1 - 1 1 1

| O T H E R  ( S p e c i f y  S o u r c e ) - 1 - 11 - 1 - 1 - 1 -

1 ......... ..... .1 - 1 1 - 1 - 1 - 1 -

P O S I T I O N S :

| F U L L - T I H E  

j P A R T - T T M E  

j T E M P O R A R Y

III. S O U R C E  O F  F U N D S  TO O F F S E T  F I S C A L  I M P A C T  O F  BILL:

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  for  any A n a l y s i s

n u x  a  i C X
P r e p a r e d  By: R o b e r t  R. K e s s e l  

D i v i s i o n :  A u d i t  D i v i s i o n

A p p r o v e d  by C o m m i s s i o n e r :

D e p a r t m e n t :  *

Phone: 4 6 5 - 2 3 2 0

Date: A p r i l  25. 1983

Date:

Di s : r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e

C o p y  to O f f i c e  of M a n a g e m e n t  a n d  b u d g e t  (for L e g i s l a t u r e  i n t r o d u c e d  b i l l s )  

C o p y  to D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  bi l l s )

C o p y  to S p o n s o r

C o p y  to R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r )



IV. A n a l y s i s

T h e  f i s c a l  n o t e  t a k e s  i n t o  c o n s i d e r a t i o n  the r e t r o a c t i v e  
p r o v i s i o n s  of t h e  b i l l  ( 1 - 1 - 8 3 ) .  C o r p o r a t i o n s  m a k e  e s t i­
m a t e d  p a y m e n t s  in a d v a n c e  of t h e i r  f i l i n g  of a t a x  r e t u r n  
a n d  the f i s c a l  n o t e  a s s u m e s  t h a t  the f i r s t  q u a r t e r l y  
p a y m e n t s  for 1983 t a x e s  ( p a i d  on or b e f o r e  M a r c h  15, 1983) 
w o u l d  n o t  be r e f u n d e d  u n t i l  a f t e r  J u l y  1, 1983. T h e r e f o r e ,  
t h e  f i s c a l  n o t e  for F Y 8 4  is g r e a t e r  t h a n  s u b s e q u e n t  f i s c a l  
n o t e s  b e c a u s e  of t h a t  r e f u n d  c a r r y o v e r .

T h e  f i s c a l  n o t e  is b a s e d  on  d a t a  e x t r a c t e d  f r o m  r e t u r n s  as 
f i l e d  f o r  t a x  y e a r  1981 a n d  a d j u s t e d  for a n t i c i p a t e d  
i n c r e a s e s  in t a x  l i a b i l i t i e s .





ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

M a r c h  5, 1 9 8 4

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  F u r n a c e

F R OM: J a y  L i v e y  <\*

L e g i s l a t i v e  A n a l y s t

RE: R e g u l a t i o n  o f  N a t u r o p a t h s  in O t h e r  S t a t e s

R e s e a r c h  R e q u e s t  8 4 - 0 5 5

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

s u r e  of n a t u r o p a t h s  in o t h e r  s t a t e s  w i t h  t h e  a p p r o a c h  p r o p o s e d  by C S H B

374 .  T h e r e  a r e  c u r r e n t l y  s ix s t a t e s ,  W a s h i n g t o n ,  A r i z o n a ,  O r e g o n ,

H a w a i i ,  N e v a d a ,  a n d  C o n n e c t i c u t ,  t h a t  l i c e n s e  n a t u r o p a t h s .  We  w e r e

a b l e  to c o n t a c t  o r  o b t a i n  l i c e n s i n g  l a w s  f o r  all of  t h e s e  s t a t e s .  T h e

c o m p a r i s o n s  of t h e  l a w s  i n c l u d e s  t h e  f o l l o w i n g  i n f o r m a t i o n :

• t h e  e n t i t y  r e s p o n s i b l e  f o r  t h e  r e g u l a t i o n ;

• r e q u i r e m e n t s  f o r  l i c e n s u r e  as a n a t u r o p a t h ;

• s c o p e  of  n a t u r o p a t h i c  p r a c t i c e ;  a n d

• r e c i p r o c i t y  a r r a n g e m e n t s  w i t h  o t h e r  s t a t e s .

R e s p o n s i b i l i t y  f o r  N a t u r o p a t h i c  R e g u l a t i o n

C S H B  347 p u t s  t h e  r e s p o n s i b i  1 i t y  f o r  t h e  r e g u l a t i o n  of n a t u r o p a t h s  in 

A l a s k a  w i t h i n  t h e  a u t h o r i t y  of t he D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t .  T h e  d e p a r t m e n t  w o u l d  h a v e  t h e  a u t h o r i t y  to  e v a l u a t e  t h e  

q u a l i f i c a t i o n s  of a p p l i c a n t s ,  p r e p a r e  a n d  a d m i n i s t e r  e x a m i n a t i o n s  to 

a p p l i c a n t s  a n d  r e v o k e  a n d  s u s p e n d  l i c e n s e s  f or c a u s e .  T h e  S t a t e  of  

W a s h i n g t o n  u s e s  a s i m i l a r  s t r u c t u r e ,  g i v i n g  t h e s e  p o w e r s  to  t h e  D e p a r t­

m e n t  of  L i c e n s i n g .

In f o u r  s t a te s ,  H a w a i i , O r e g o n , N e v a d a  a n d  A r i z o n a , t h e  a u t h o r i t y  to  

a d m i n i s t e r  t h e  l i c e n s u r e  l a w  is g i v e n  to a B o a r d  of  N a t u r o p a t h i c  E x ­

a m i n e r s .  T h e s e  b o a r d s  m a y  d i s c i p l i n e  l i c e n s e d  n a t u r o p a t h s  t h r o u g h  

r e v o c a t i o n  o r  s u s p e n s i o n  o f  l i c e n s e s ,  e s t a b l i s h  a n d  a d m i n i s t e r  l i c e n s u r e  

e x a m i n a t i o n s ,  e v a l u a t e  t h e  q u a l i f i c a t i o n s  of a p p l i c a n t s  a n d  g e n e r a l l y  

a d m i n i s t e r  t h e  l i c e n s u r e  law. T h r e e  of t h e s e  s t a t e s ,  H a w a i i ,  A r i z o n a
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a n d  O r e g o n ,  h a v e  a t h r e e - m e m b e r  b o a r d  c o m p o s e d  of  l i c e n s e d  n a t u r o p a t h s .  

N e v a d a  has a f i v e - m e m b e r  B o a r d  of E x a m i n e r s  of  w h i c h  t h r e e  m e m b e r s  a r e  

r e q u i r e d  t o  be n a t u r o p a t h s ;  o n e  m e m b e r  is r e q u i r e d  to  be a p h y s i c i a n  

a n d  o n e  m e m b e r  m u s t  be a l a y p e r s o n .

C o n n e c t i c u t  has a s t r u c t u r e  t h a t  d i v i d e s  t h e  l i c e n s i n g  a u t h o r i t y  b e­

t w e e n  a B o a r d  of  E x a m i n e r s  a n d  t h e  D e p a r t m e n t  of  H e a l t h  S e r v i c e s .  T h e  

b o a r d ,  c o m p o s e d  of  2 l i c e n s e d  n a t u r o p a t h s  a n d  o n e  l a y p e r r o n ,  h a s  t h e  

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

e s t a b l i s h e d  by t h e  l a w  a n d  a d m i n i s t r a t i v e  c od e .  Th e  b o a r d  is a l s o  r e­

s p o n s i b l e  f or d e v e l o p i n g  t h e  l i c e n s u r e  e x a m i n a t i o n .  T h e  D e p a r t m e n t  of  

H e a l t h  S e r v i c e s  a d m i n i s t e r s  t h e  l i c e n s u r e  s t a t u t e ,  a n d  h as final r e s p o n­

s i b i l i t y  f o r  l i c e n s i n g  n a t u r o p a t h s  u n d e r  t h e  s t a t u t e .

R e q u i r e m e n t s  f o r  L i c e n s u r e

In s u m m a r y ,  t o  be l i c e n s e d  as a n a t u r o p a t h i c  p h y s i c i a n  in a n y  of t h e s e  

s t a t e s ,  t h e  a p p l i c a n t  m u s t  he a h i g h  school g r a d u a t e ,  h a v e  g r a d u a t e d  

f r o m  a n  a p p r o v e d  s c h o o l  of  N a t u r o p a t h y  a n d  p a s s  a n  e x a m i n a t i o n  a d m i n i s­

t e r e d  by e i t h e r  a s t a t e  d e p a r t m e n t  or s t a t e  b o a r d  of e x a m i n e r s .  As p r o­

p o s e d  in t he A l a s k a  law, H a w a i i ,  O r e g o n  a n d  C o n n e c t i c u t  r e q u i r e  t h a t  

a p p l i c a n t s  c o m p l e t e  a d d i t i o n a l  c o l l e g e  w o r k  at an a p p r o v e d  s c h o o l .  W e  

a l s o  f o u n d  t he t h e  s t a n d a r d s  u s e d  by t h e  s t a t e s  to d e f i n e  a p p r o v e d  

s c h o o l s  of  n a t u r o p a t h y  w e r e  f a i r l y  s i m i l a r  to t h o s e  p r o p o s e d  in t he 

A l a s k a  law. All s t a t e s  r e q u i r e  a m i x  of c l a s s r o o m  a nd c l i n i c a l  s t u d y ,  

a c o u r s e  of s t u d y  t h a t  o c c u r s  o v e r  f o u r  y e a r s  a n d  a m i n i m u m  n u m b e r  of 

h o u r s  r e q u i r e d  f o r  g r a d u a t i o n .  E a c h  s t a t e ' s  r e q u i r e m e n t s  a r e  s u m m a r i z e d  

b e l o w .

A l a s k a . To  be e l i g i b l e  f o r  a l i c e n s e  as a n a t u r o p a t h  in A l a s k a ,  C S H B  347 

w o u l d  r e q u i r e  t h e  a p p l i c a n t  to be a h i g h  s c hool g r a d u a t e  o r  e q u i v a l e n t ,  

a n d  to  h a v e  c o m p l e t e d  t w o  y e a r s  of p o s t s e c o n d a r y  e d u c a t i o n  at  an 

a c c r e d i t e d  c o l l e g e  of l i b e r a l  a r t s  a n d  s c i e n c e s ,  h a v e  s u c c e s s f u l l y  c o m­

p l e t e d  an  e x a m i n a t i o n  g i v e n  by t h e  D e p a r t m e n t  of  C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t  a nd n o t  t o  h a v e  b e e n  l i c e n s e d  t o  p r a c t i c e  n a t u r o p a t h i c  m e d i­

c i n e  In a n o t h e r  s t a t e  if t h e  l i c e n s e  h as b e e n  r e v o k e d  o r  s u s p e n d e d  f or 

d i s c i p l i n a r y  r e a s o n s .  In a d d i t i o n ,  t h e  a p p l i c a n t  m u s t  h a v e  g r a d u a t e d  

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

of n a t u r o p a t h i c  m e d i c i n e  t h a t  m e e t s  s p e c i f i c  c u r r i c u l u m  r e q u i r e m e n t s  

i n c l u d i n g  a c o u r s e  of s t u d y  of  at l e a s t  4 , 0 0 0  h o u r s  of w h i c h  1 , 5 0 0  m u s t  

be c l i n i c a l .

H a w a i i . In H a w a i i ,  t o  be l i c e n s e d  as a n a t u r o p a t h i c  p h y s i c i a n ,  a n  a p p l i­

ca nt  m u s t  r e s i d e  in t h e  s t a t e  f o r  o n e  y e a r  p r i o r  to  a p p l i c a t i o n ,  be a 

h i g h  s c h o o l  g r a d u a t e ,  h a v e  had t w o  y e a r s  l i b e r a l  a r t s  e d u c a t i o n  at an 

a c c e d i t e d  c o l l e g e  a n d  be  a g r a d u a t e  o f  a l e g a l l y  c h a r t e r e d  scho o l  of 

n a t u r o p a t h i c  m e d i c i n e  t h a t  m e e t s  s p e c i f i c  c u r r i c u l u m  r e q u i r e m e n t s  f o u n d  

in t h e  law. In a d d i t i o n ,  t h e  a p p l i c a n t  m u s t  p a s s  an e x a m i n a t i o n  p r e p a r e d  

a nd a d m i n i s t e r e d  by t h e  B o a r d  of N a t u r o p a t h i c  E x a m i n e r s .
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A r i z o n a . A r i z o n a  l a w  r e q u i r e s  an a p p l i c a n t  f o r  a n a t u r o p a t h i c  l i c e n s e  

t o  be  a h i g h  school g r a d u a t e  or t h e  e q u i v a l e n t  a n d  t o  h a v e  g r a d u a t e d  

f r u m  a s c hool of d r u g l e s s  t h e r a p e u t i c s ,  a p p r o v e d  by t h e  B o a r d  of N a t u r o­

p a t h i c  E x a m i n e r s .  T h e  s c h o o l  m u s t  m e e t  s p e c i f i c  c u r r i c u l u m  r e q u i r e m e n t s  

s p e c i f i e d  in the l a w  a n d  p r o v i d e  a total of at l e a s t  4 , 5 0 0  h o u r s  of 

i n s t r u c t i o n .  T h e  a p p l i c a n t  m u s t  a l s o  p a s s  an e x a m i n a t i o n  p r e p a r e d  by 

t h e  B o a r d  of E x a m i n e r s .

C o n n e c t i c u t . C o n n e c t i c u t  l a w  r e q u i r e s  an a p p l i c a n t  fo r  a n a t u r p a t h i c  

l i c e n s e  to  be a h i g h  s c h o o l  g r a d u a t e ,  t o  h a v e  c o m p l e t e d  64  w e e k s  of  

s t u d y  at  a c o l l e g e  o r  s c i e n t i f i c  s c h o o l  a p p r o v e d  by t h e  B o a r d  of N a t u r o­

p a t h i c  E x a m i n e r s  a n d  t o  h a v e  g r a d u a t e d  f r o m  a l e g a l l y  c h a r t e r e d ,  r e p u­

t a b l e  s c h o o l  or  c o l l e g e  of n a t u r o p a t h y  a p p r o v e d  by t h e  b o a r d .  T o  be 

a p p r o v e d ,  t h e  school of  n a t u r o p a t h y ,  m u s t  r e q u i r e  a c o u r s e  of r e s i d e n t  

i n s t r u c t i o n  of at l e a s t  f o u r  y e a r s ,  w i t h  e a c h  y e a r  c o n s i s t i n g  o f  t h i r t y -  

s i x  w e e k s  of a c t u a l  a t t e n d a n c e .  T h e  a p p l i c a n t  m u s t  a l s o  s u c c e s s f u l l y  

p a s s  an  e x a m i n a t i o n  g i v e n  by t h e  D e p a r t m e n t  of H e a l t h  S e r v i c e s .

O r e g o n . M i n i m u m  r e q u i r e m e n t s  to b e  e l i g i b l e  f o r  a l i c e n s e  of n a t u r o­

p a t h y  "in O r e g o n  i n c l u d e  a h i g h  school d i p l o m a ,  t w o  y e a r s  s a t i s f a c t o r y  

s t u d y  in an a c c r e d i t e d  c o l l e g e  of l i b eral a r t s  a n d  s c i e n c e s  a n d  g r a d u­

a t i o n  f r o m  a c o l l e g e  of n a t u r o p a t h y  a p p r o v e d  by t h e  B o a r d  of N a t u r o­

p a t h i c  E x a m i n e r s .  T o  be a c c r e d i t e d ,  t h e  c o l l e g e  of N a t u r o p a t h y  m u s t  

p r o v i d e  at l e a s t  4 , 0 0 0  l e c t u r e  o r  r e c i t a t i o n  h o u r s .  A p p l i c a n t s  a r e  

a l s o  r e q u i r e d  t o  p a s s  an e x a m i n a t i o n  a d m i n i s t e r e d  by t h e  b o a r d .

W a s h i n g t o n . W a s h i n g t o n  r e q u i r e s  a p p l i c a n t s  f o r  a n a t u r o p a t h i c  l i c e n s e  

t o  be g r a d u a t e s  of a s c hool of n a t u r o p a t h i c  m e d i c i n e  a p p r o v e d  by t h e  

D i r e c t o r  L i c e n s i n g  a nd t o  p a s s  an e x a m i n a t i o n  p r e p a r e d  a m d  a d m i n i s­

t e r e d  by t h e  D i r e c t o r  of L i c e n s i n g .  To be a p p r o v e d ,  t h e  scho o l  m u s t  

r e q u i r e  a h i g h  s c h o o l  d i p l o m a  as a c o n d i t i o n  of  a d m i s s i o n .

N e v a d a . To be l i c e n s e d  as a n a t u r o p a t h  in N e v a d a ,  t h e  a p p l i c a n t  m u s t

be  21 y e a r s  of a g e  o r  o l d e r ,  a c i t i z e n  of t he U n i t e d  S t a t e s  or  be l e g a l l y

e n t i t l e d  t o  w o r k  a n d  l i v e  h e r e ,  a g r a d u a t e  of a s c hool of n a t u r o p a t h i c  

m e d i c i n e  t h a t  is a p p r o v e d  by t h e  B o a r d  of N a t u r o p a t h i c  E x a m i n e r s  a n d

m u s t  h a v e  s u c c e s s f u l l y  c o m p l e t e d  an e x a m i n a t i o n  a d m i n i s t e r e d  by t h e  

b o a r d .

S c o p e  of P r a c t i c e

T h e  s c o p e  of n a t u r o p a t h i c  p r a c t i c e  a l l o w e d  by t h e  p r o p o s e d  A l a s k a  la w  

is s i m i l a r  to t h e  s c o p e  of  p r a c t i c e  a l l o w e d  in O r e g o n ,  A r i z o n a ,  a n d  

C o n n e c t i c u t .  T h e s e  s t a t e s  all a l l o w  n a t u r o p a t h s  to p e r f o r m  c h i l d b i r t h ,  

d r a w  b l o o d  for d i a g n o s i s  p u r p o s e s ,  s i g n  b i r t h  a n d  d e a t h  c e r t i f i c a t e s  

a n d  p e r f o r m  m i n o r  s u r g e r i e s .
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H o w e v e r ,  t h e  s t a t e s  of  W a s h i n g t o n  a n d  N e v a d a  r e s t r i c t  t h e  s c o p e  of 

n a t u r o p a t h i c  p r a c t i c e  m o r e  t h a n  t h e  p r o p o s e d  A l a s k a  law. T h e s e  s t a t e s  

d o  n o t  a l l o w  n a t u r o p a t h s  t o  p e r f o r m  s u r g e r i e s  of  a n y  k i n d  o r  p e r f o r m  

n a t u r a l  c h i l d b i r t h  ( e x c e p t  in W a s h i n g t o n  if a l i c e n s e d  m i d w i f e  is 

p r e s e n t ) .  N a t u r o p a t h s  in N e v a d a  m u s t  w o r k  u n d e r  t h e  s u p e r v i s i o n  of 

a p h y s i c i a n ;  h o w e v e r ,  t h e y  a r e  a l l o w e d  t o  d r a w  b l o o d  f o r  d i a g n o s i s .

A l a s k a . T h e  p r o p o s e d  A l a s k a  l aw w o u l d  a l l o w  n a t u r o p a t h s  t o  p e r f o r m  

p h y s i c a l  e x a m s ,  w r i t e  p r e s c r i p t i o n s  f o r  n o n c o n t r o l l e d  s u b s t a n c e s ,  s i g n  

b i r t h  a n d  d e a t h  c e r t i f i c a t e s ,  d i a g n o s e  d i s e a s e  a c c o r d i n g  to  t r a i n i n g ,  

t r e a t  p a t i e n t s  by s t i m u l a t i n g  n o r m a l  f u n c t i o n s  of  t i s s u e s  a n d  o r g a n s  

s e n s i t i z e d  by d i s e a s e ,  d r a w  b l o o d  f o r  l a b o r a t o r y  p u r p o s e s ,  u s e  e l e c t r i­

cal o r  o t h e r  m e t h o d s  f o r  r e p a i r  a n d  c a r e  of s u p e r f i c i a l  l a c e r a­

t i o n s  a n d  a b r a s i o n s ,  a n d  p r a c t i c e  n a t u r a l  c h i l d b i r t h  in o b s e t r i c s .  

A c c o r d i n g  t o  t h e  p r o p o s e d  l a w ,  a n a t u r o p a t h  m a y  n o t, p e r f o r m  s u r g e r y  e x­

c e p t  as r e l a t e d  t o  c h i l d b i r t h ,  u s e  c o n t r o l l e d  s u b s t a n c e s ,  u s e  r a d i a t i o n  

t h e r a p y  o r  u s e  d r u g s  e x c e p t  a n t i s e p t i c s ,  local a n e s t h e t i c s ,  m i n e r a l s  

a n d  e x t r a c t s ,  c o m p o u n d s  o r  c o n c e n t r a t e s  o b t a i n e d  f r o m  p l a n t s  or  a n i m a l s .

H a w a i i . H a w a i i ' s  n a t u r o p a t h i c  l i c e n s i n g  l a w  d o e s  not s p e c i f y  a s c o p e  

o f  a l l o w a b l e  p r a c t i c e .  H o w e v e r ,  it d o e s  s t a t e  t h a t  " n a t u r o p a t h i c  

p h y s i c i a n s  l i c e n s e d  u n d e r  t h i s  c h a p t e r  s h a l l  o b s e r v e  a n d  be s u b j e c t  t o  

all s t a t e  r e g u l a t i o n s  r e l a t i v e  t o  r e p o r t i n g  b i r t h s  a n d  d e a t h s  a n d  all 

m a t t e r s  p e r t a i n i n g  to t h e  D u b l i c  h e a l t h  w i t h  e q ual r k ’.ts a n d  o b l i g a­

t i o n s  as p h y s i c i a n s ,  s u r g e o n s ,  a n d  p r a c t i t i o n e r s  of  o t h e r  s c h o o l s  of 

m e d i c i n e . "  B e c a u s e  w e  w e r e  u n a b l e  t o  c o n t a c t  r e p r e s e n t a t i v e s  of  th e  

H a w a i i  B o a r d  of N a t u r o p a t h i c  E x a m i n e r s ,  w e  w e r e  u n a b l e  to m a k e  s p e c i f i c  

c o m p a r i s o n s  to t h e  p r o p o s e d  A l a s k a  law.

A r i z o n a . T h e  A r i z o n a  l aw d o e s  n ot s p e c i f i c a l l y  i n c l u d e  t h e  s c o p e  of 

s e r v i c e s  n a t u r o p a t h s  c a n  o f f e r .  A c c o r d i n g  t o  Dr. M i l b u r n  S h e l t o n ,  

P r e s i d e n t  o f  t h e  S t a t e  N a t u r o p a t h i c  L i c e n s i n g  B o a r d ,  t h e  s c o p e  of 

s e r v i c e s  is d e t e r m i n e d  by t n e  d e f i n i t i o n s  f o u n d  in t h e  s t a t u t e . !  F o r  

e x a m p l e ,  n a t u r o p a t h y  m e a n s  "a s y s t e m  f o r  t r e a t i n g  t h e  a b n o r m a l i t i e s  

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

m e t h o d s  i n c l u d i n g  t h e  u s e  o f  p h y s i c a l ,  e l e c t r i c a l ,  h y g e n i c ,  a n d  s a n i­

t a r y  m e a s u r e s  a n d  all f o r m  of  p h y s i o t h e r a p y . "

N o n s u r g i c a l  is d e f i n e d  to be  "a s y s t e m  o f  t r e a t i n g  t h e  a b n o r m a l i t i e s  

of t h e  h u m a n  m i n d  a n d  b o d y  w i t h o u t  s u r g i c a l  i n v a s i o n  of t h e  h u m a n  b o d y ,  

but d o e s  n o t  p r e c l u d e  t h e  u s e  of a c u p u n c t u r e ,  e l e c t r i c a l  o r  o t h e r  m e t h o d s  

f o r  t h e  r e p a i r  a n d  c a r e  of i n c i d e n t  an d  s u p e r f i c i a l  l a c e r a t i o n s  and 

a b r a s i o n s ,  b e n i g n  s u p e r f i c i a l  l e s i o n s  a n d  t h e  r e m o v a l  of  f o r e i g n  b o d i e s

iDr .  M i l b u r n e  S h e l t o n ,  P r e s i d e n t  of  t h e  A r i z o n a  B o a r d  of N a t u r o p a t h i c  

E x a m i n e r s ,  ( 6 02) 9 3 7 - 9 1 2 5 .
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l o c a t e d  in s u p e r f i c i a l  s t r u c t u r e s ,  a n d  t h e  u s e  of s t a n d a r d  c l i nc a l  

p r o c e d u r e s  in c o n n e c t i o n  t h e r e w i t h . "  T h i s  d e f i n i t i o n  a l l o w s  p r o c e d u r e s  

t h a t  a r e  s i m i l a r  t o  o n e s  a l l o w e d  in t h e  p r o p o s e d  A l a s k a  law.

Dr. S h e l t o n  s t a t e d  t h a t  n a t u r o p a t h s  in A r i z o n a  c o u l d  a l s o  p e r f o r m  

p h y s i c a l  e x a m i n a t i o n s ,  p r e s c r i b e  s u b s t a n c e s  a u t h o r i z e d  in t h e  s t a t u t e s ,  

s i g n  b o t h  b i r t h  a n d  d e a t h  c e r t i f i c a t e s ,  t r e a t  p a t i e n t s  w i t h  a c u p u n c t u r e ,  

d r a w  b l o o d  f o r  l a b o r a t o r y  p u r p o s e s  a n d  p r a c t i c e  n a t u r a l  c h i l d b i r t h .  

H e  a l s o  n o t e d  t h a t  n a t u r o p a t h s  in A r i z o n a  a r e  p r o h i b i t e d  f r o m  p e r f o r m i n g  

t h e  a c t i v i t i e s  a l s o  p r o h i b i t e d  in C S H B  347.

C o n n e c t i c u t . As w i t h  A r i z o n a ,  t h e  C o n n e c t i c u t  l a w  is n o t  v e r y  s p e c i f i c  

c o n c e r n i n g  t h e  s c o p e  of p r a c t i c e  n a t u r o p a t h s  a r e  a l l o w e d  t o  p e r f o r m .  

H o w e v e r ,  a c c o r d i n g  t o  D r. C h a r l e s  S o d e r s t r o m ,  P r e s i d e n t  of t h e  B o a r d  

o f  N a t u r o p a t h i c  E x a m i n e r s ,  t h e  s c o p e  of  p r a c t i c e  is v e r y  s i m i l a r  to 

t h e  p r o p o s e d  A l a s k a  l a w . 2 He n o t e d  t h a t  C o n n e c t i c u t  n a t u r o p a t h s  ca n  

p e r f o r m  mino'' s u r g e r y ,  p r a c t i c e  n a t u r a l  c h i l d b i r t h ,  s i g n  b o t h  b i r t h  

a n d  d e a t h  c e r t i f i c a t e s ,  d r a w  b l o o d  f o r  l a b o r a t o r y  t e s t s ,  a n d  p e r f o r m  

d i a g n o s i s .  H o w e v e r ,  as in t h e  p r o p o s e d  A l a s k a  l aw, n a t u r o p a t h s  m a y  n o t  

perforin m a j o r  s u r g e r y ,  u s e  c o n t r o l l e d  s u b s t a n c e s ,  or  u s e  r a d i a t i o n  

t h e r a p y .

O r e g o n . T h e  O r e g o n  s t a t u t e s  a l l o w  n a t u r o p a t h s  t o  " t r e a t  t h e  h u m a n  b o d y  

by u s e  of  d r u g l e s s  m e t h o d s ,  w h i c h  h as f or its o b j e c t  t h e  m a i n t a i n i n g  

o f  t h e  b o d y  in, o r  of r e s t o r i n g  it to, a s t a t e  of normal h e a l t h . "  

A l t h o u g h  t h e  full s c o p e  of  a l l o w e d  s e r v i c e s  is n ot d e t a i l e d  in t h e  

s t a t u t e ,  it d o e s  s p e c i f i c a l l y  m e n t i o n  t h a t  a n t i s e p t i c s  a n d  a n e s t h e t i c s  

c a n  be  a d m i n i s t e r e d ,  b i r t h  a n d  d e a t h  c e r t i f i c a t e s  c an be s i g n e d  an d  

m i n o r  s u r g e r y  (as d e f i n e d  in the s t a t u t e )  c a n  be p e r f o r m e d . 3 S p e c i f i c  

p r o h i b i t i o n s  m e n t i o n e d  in t h e  law i n c l u d e  t h e  p r a c t i c e  of o p t o m e t r y ,  

p e r f o r m i n g  c h i r o p r a c t i c  a d j u s t m e n t s  a n d  p r e s c r i b i n g  d r u g s .

W a s h i n g t o n . T h e  W a s h i n g t o n  l i c e n s i n g  l aw d o e s  n o t  s p e c i f i c a l l y  d e tail 

t h e  s c o p e  of n a t u r o p a t h i c  p r a c t i c e .  A c c o r d i n g  t o  Y v o n n e  B r a e m e ,  E x e c u­

t i v e  S e c r e t a r y  t o  t h e  D r u g l e s s  E x a m i n i n g  C o m m i t t e e ,  t h e  e x i s t i n g  law 

in W a s h i n g t o n ,  w h i c h  w a s  a d o p t e d  in 1 9 1 9 ,  is o u t d a t e d . 4 H o w e v e r ,  s he 

d i d  n o t e  t h a t  n a t u r o p a t h i c  p r a c t i c e  in W a s h i n g t o n  m a y  b e  m o r e  r e s t r i c t e d  

t h a n  t h a t  p r o p o s e d  by t h e  A l a s k a  law. In W a s h i n g t o n ,  n a t u r o p a t h s  a r e

3 Dr. C h a r l e s  S o d e r s t r o m ,  P r e s i d e n t ,  C o n n e c t i c u t  B o a r d  of N a t u r o p a t h i c  

E x a m i n e r s ,  (203) 6 3 3 - 5 3 3 0 .

3 M i n o r  s u r g e r y  as d e f i n e d  in t h e  O r e g o n  la w  is v e r y  s i m i l a r  t o  t h e  s c o p e  

of  s e r v i c e s  d e t a i l e d  in t he p r o p o s e d  A l a s k a  s t a t u t e .

4 M s . Y v o n n e  B r a e m e ,  E x e c u t i v e  S e c r e t a r y ,  W a s h i n g t o n  S t a t e  B o a r d  of 

D r u g l e s s  M e d i c i n e ,  ( 2 0 6 )  7 5 3 - 3 5 7 6 .
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not a l l o w e d  t o  sign b irth and death c e r t if ic at e s ,  d r a w b loo d for l a bo ra­

tory uses, p e r f o r m  natural c hi ld b i r t h w it ho u t  the p r e s e n c e  of a licensed 

m i dw i f e , do s u r g e r i es  of any kind or p r e s c r i b e  m e d ic in e ,

N e v a d a , Of all t h e  states that we c ont a c t e d,  Nevada had the most re­

str i ct i v e  law c o n c e r n i n g  nat uro pat hs.  In N eva da,  na t u r o pa th s are

requ ir ed  to work u nde r the sup er vi si o n  of a l i c e n s e d  p h y s i c i a n  and are 

not a u t h o r i z e d  to "p erform t hose fu n c t i on s and duti es s p e c i fi ca ll y  

d el e g a t e d  by law to p h y s i c i an s,  d en ti sts , nurses, o st e o p a t h s ,  c h i r o p r a c­

tors, p r a c t i ti o n e r s  of traditional oriental m e d i c i n e,  podiatrists, 

o pt om et r i s t s,  h ea r i n g  aid s p e c ia lis ts or physical t h e r a p i s t s . "

Sp ec if i c a l l y ,  n a t u r o p a t h s  may  not use x-ray or r a di u m  t r e at me n t s , oer- 

form m a j o r  or m i n o r  su rgery, p er f o r m  o b s t e tr ic s ,  p r e s c r i b e drugs or

draw b lo od  for  any reason o t h e r  than di agn os is .  N at ur o p a t h s  may sign 

birth an d dea th c e r t i fi ca t e s  if t hey are c o - s i g n e d  by t he  sup er vi s i n g 

physic ian .

R e ci p r o c i t y  in L i c e n s i n g

R ec i p r o c i t y  refers to th e g ran tin g of a li ce ns e by one state based 

on t he fact that a licens e has been g ran ted  to th e a pp li can t by

a n o t h e r  s ta te  tha t has s i m i l a r  licensing req u i re me nt s .  The pr o­

posed Ala sk a law gives this power to the D e p a r t m e n t  of C o m m e r c e  and

E co n o m i c  D e v e l o p m e n t  ass um in g  that the law in the  s t ate  in which the

a pp l ic an t  c u r r e n t l y has a l ic ens e is e qu iv a l e n t  to  the r equ ire men ts of 

Alas ka law.

C ur re nt l y ,  the  states of A r i zon a and Oreg on have the p o w e r  in their 

stat ut es  to grant n a t u r o p a t h i c  licenses based on r e c i pr o c i t y  agreements. 

The states of Nevada, Was hin gto n, C o n n e c t i c u t  and Hawaii do not 

a ll o w  r e cip roc ity .

I hope that this i n f o r m a t i o m  is helpful to y ou. If yo u w ou l d  like

copies of the n a t u r o p a t h i c  regula tio ns fro m o t h e r  states or require

ad ditional research, plea se let me  know.

JL
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S t a t e  of A l a s k a

P O U C K  V 
J U N E A U . A L A S K A  99811 

(907) 465-3873

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

March 28, 1984

To: House Labor and Commerce Committee Members

From: Labor and Commerce Committee Staff

RE: CSHB 347 "Relating to Licensing of Naturopathic Practitioners

Following yesterdays public hearing on HB 347, a committee substitute 
for the bill was ordered by the Chairman of the Committee. The
changes from the orig inal committee are substitute are listed below.

1. The Board of Naturopathic examiners would consist of three
naturopaths, one licensed doctor, and one public member. The o r ig i­
nal CS called for two naturopaths, one doctor, one nurse and a public
member.

2. The Applicab ility  section was deleted.

3. Page 2, Line 5, the words "equivalent to or higher than require­
ments in other states that license naturopaths" were added.

4. Page 3, Line 3, after the word held the words "at least twice a
year" were added.

5. Page 6, Line 21 was changed so to read " th rough the prevention
and treatment of illness."
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1 IN THE H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 347 (HESS)

3 I N  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OV? A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  an A ct e n t i t l e d :  " A n  Act r e l a t i n g  to the l i c e n s i n g  of  p r a c t i t i o n e r s  of

7 n a t u r o p a t h i c  m e d i c i n e ;  a n d  p r o v i d i n g  f or a n  e f f e c t i v e

8 d a t e . "

9 B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A :

10 * S e c t i o n  1. A S  0 8 . 0 1 . 0 1 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

11 (24) r e g u l a t i o n  of  n a t u r o p a t h y  or  n a t u r o p a t h i c  m e d i c i n e

12 u n d e r  AS 08.45.

13 * Sec. 2. A S  08 is: a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to rend:

14 C H A P T E R  45. N A T U R O P A T H S .

15 A R T I C L E  1. R E G U L A T I O N  OF  N A T U R O P A T H Y .

16 Sec. 0 8 . 4 5 . 0 1 0 .  D U T I E S  A N D  POWERS. T h e  department, s h all

17 (1) e v a l u a t e  the q u a l i f i c a t i o n s  of a p p l i c a n t s  f or l i c e n s e s

18 u n d e r  this c h a p t e r ;

19 (2) c o n d u c t  h e n r i n g s  a nd kee p  r e c o r d s  n e c e s s a r y  to c a rry

20 out the p u r p o s e s  of this chapter;

21 (3) l i c e n s e  n a t u r o p a t h s  and r e n e w  l i c e n s e s  in  a c c o r d a n c e

22 w i t h  AS  0 8 . 4 5 . ICO - 0 8 . 4 5 . 1 7 0 ;  and

2 3 ( 4 )  p r o v i d e  for t e m p o r a r y  p e r m i t s  to e n g a g e  in the p r a c t i c e

24 of n a t u r o p a t h i c  m e d i c i n e  for p e r s o n s  w h o  are a p p a r e n t l y  q u a l i f i e d  that

25 are v a l i d  u n t i l  c e r t i f i c a t i o n  of the r e s u l t s  of the next e x a m i n a t i o n

26 g i v e n  u n d e r  AS 0 8 . 4 5 . 1 2 0 .

27 A R T I C L E  2. L I C E N S I N G  OF  N A T U R O P A T H S .

28 Sec. 0 8 . 4 5 . 1 0 0 .  L I C E N S I N G  R E Q U I R E M E N T .  A  p e r s o n  m a y  n ot e n g a g e

29 in the p r a c t i c e  of n a t u r o p a t h y  or  n a t u r o p a t h i c  m e d i c i n e  u n l e s s  that

O r i g i n a l  s p o n s o r s :  M a r t i n  a n d  T i s c h e r

1 - :SHB 3 4 7 (HESS)
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person has a valid license or temporary permit under this chapter.

Sec. 08.45.110. LICENSURE AS A  NATUROPATH. To be eligible for a 

license as a naturopath, an applicant shall

(1) hold a hig h  school diploma cvr the equivalent;

(2) have completed two years of p o s t seccndary e ducation at 

an accredited college of liberal arts or s c i e n c e s ;

(3) have graduated from a legally chartered school or

college ofjnaturopathic m e d i c i n e ) that has as .1 requirement for g r a d u a­

tion successful completion of a course of resident i nstruction of at 

least nine months actual attendance in each of four years and s u c c e s s­

ful completicn of a course of instruction totaling

of w h i c h  at least 1 . ^ O ^ ^ J i o u r ^ ^ s ^ ^ c H n i c a l ^ x ^ e r i e n c e ; the course of 

instruction shall include:

anatomy, physiology, histology, and embryology; 

m i c r o ! i o l o g y ;

pathology; \ /

i m m u n o l o g y ; 

public health;

physical, clinical, and x-ray diagnosis; 

first aid and emergency medicine; 

obstetrics and gynecology; 

o r t h o p e d i c s ;

m inor surgery and proctology; 

o t o l a r y n g o l o g y ;

physiotherapy and manipulative techniques; 

dietetics and clinical nutrition; 

botanical medicine^

naturopathic t h e o r y ^  therapeutics and clinical

p r a c t i c e ;

CSHB 3 4 7 (HESS) -2 -



1 (P) j u r i s p r u d e n c e ;

2 (4) s u c c e s s f u l l y  c o m p l e t e  a n  e x a m i n a t i o n  g i v e n  Dy the

3 d e p a r t m e n t ;

4 (5) not h a v e  a l i c e n s e  to p r a c t i c e  n a t u r o p a t h i c  m e d i c i n e  in

5 a n o t h e r  state, p r o v i n c e ,  or  t e r r i t o r y ,  t hat is s u s p e n d e d  o r  r e v o k e d

6 f o r  d i s c i p l i n a r y  r e a s o n s ;

7 (6 ) be  a U n i t e d  S t a t e s  c i t i z e n  or l a w f u l l y  a d m i t t e d  to

8 p e r m a n e n t  r e s i d e n c e  in  thi s  c o u n t r y ;  and

9 (7) be of g o o d  m o r a l  c h a r a c t e r .

10 Sec. 0 8 . 4 5 . 1 2 0 .  E X A M I N A T I O N .  (a) A n  e x a m i n a t i o n  for l i c e n s i n g

11 as a n a t u r o p a t h  s h a l l  be h e l d  at a time an d  p l a c e  a nd shall be con-

12 d u c t e d  as d e t e r m i n e d  by the d e p a r t m e n t .  T he e x a m i n a t i o n  s h a l l  be
I

13 l i m i t e d  to the s u b j e c t s  l i s t e d  in AS 0 8 . 4 5 . 1 1 0 ( 3 ) ,  e a c h  of w h i c h  shall

14 c o n s t i t u t e  a s e p a r a t e  e x a m i n a t i o n  s e c t i o n .  The e x a m i n a t i o n  s h u l l  be

15 o b j e c t i v e  an d  in w r i t i n g ,  but m a y  be s u p p l e m e n t e d  by  ora l  e x a m i n a -

16 tior.s, a n d  by d e m o n s t r a t i o n s  or  o t h e r  p r a c t i c a l  t e s t s  as the d e p a r t -

17 m e n t  m a y  require.

18 (b) To  pass the e x a m i n a t i o n  an a p p l i c a n t  s h all r e c e i v e  an over-

19 all a v e r a g e  of 75 p e r c e n t  and m a y  not r e c e i v e  less t h a n  70 p e r c e n t  in

20 m o r e  t h a n  two s e c t ions.

21 Sec. 0 8 . 4 5 . 1 3 0 .  • E N D O R S E M E N T *  T h e  d e p a r t m e n t  m a y  l i c e n s e  a

22 p e r s o n  as a n a t u r o p a t h  if the p e r s o n  is c u r r e n t l y  l i c e n s e d  as a

23 n a t u r o p a t h  in a n o t h e r  s t a t e  or  in a p r o v i n c e  oi C a n a d a  and

24 (1) that s t a t e  or p r o v i n c e  m a i n t a i n s  p r o f e s s i o n a l  l i c e n s i n g

25 s t a n d a r d s  e q u i v a l e n t  or  h i g h e r  t h a n  t h o s e  in this euapter;

26 (2 ) that s t a t e  or p r o v i n c e  e x t e n d s  the sam e  l i c e n s i n g

27 p r i v i l e g e  to t h o s e  h o l d i n g  a l i c e n s e  in this state; and

28 (3) the p e r s o n  d e m o n s t r a t e s  to the s a t i s f a c t i o n  of the

29 d e p a r t m e n t  q u a l i f i c a t i o n s  at least e q u a l  to t h ose r e q u i r e d  of p e r s o n s

- 3 - CSHB 3 4 7 (HESS)



1 licensed u n de r  this chapter.

2 Sec. 08.45.140. DENIAL, SUSPENSION OR REVOCATION OF LICENSE.

3 The department m a y  deny, suspend, or revoke the license of a person or

4 applicant who

5 (1 ) has obtained or attempted to obtain a license under

6 this chapter by fraud or deceit;

7 (2 ) w il f u l l y  violates a provision of this chapter or a

8 regulation adopted under this chapter;

9 (3) habitu a l l y  overuses alcoholic beverages;

10 (4) u n lawfully uses a controlled substance as defined in

11 AS 11.81.500(b)(6);

12 (5) impersonates another physician;

13 (6 ) practices under an assumed name; or

I/4 (7) is convicted of a crime involving moral turpitude,

15 including murder, sexual assault, robbery, kidnapping, incest, arson,

16 burglary, theft, and forgery.

17 Sec. 08.45.150. FEES. The following fees are imposed under this

18 chapter:

19 (1) application for examination ........................... $ 50

20 (2) a pplication for reexamination ........................  10

21 (3) license issuance or biennial renewal ...............  200

22 (4) issuance of temporary permit .......................... 50

23 Sec. 08.45.160. SCOPE OF NATUROPATHIC PRACTICE. (a) A  naturo-

24 path in the course of the practice of naturopathic medicine may

25 (1) p e r f o r m physical examinations, write prescriptions for

26 substances authorized in t-hi«= '■hapi-or, and sign birth and d e a t h  cer-

27 tificates;

28 (2) use s y stems of diagnosis for which the naturopathic

29 physician has b een trained under AS 08.45.110(3);

CSHB 3 4 7 (HESS) - 4 -
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1 (3) t r e a t  p a t i e n t s  b y  p h y s i o l o g i c a l ,  n u t r i t i o n a l ,  p s y c h o­

logi c a l ,  m e c h a n i c a l ,  e l e c t r i c a l ,  m a n u a l ,  h y d r o t h e r a p e u t i c , p h y t o t h e r a -  

p e u t i c ,  m i n e r a l  a nd o r g a n i c  s u b s t a n c e s  a nd a g e n c i e s ,  i n c l u d i n g  a c u­

p u n c t u r e ,  that are e f f e c t i v e  i n  s t i m u l a t i n g  n o r m a l  f u n c t i o n  of t i s s u e s  

a n d  o r g a n s  s e n s i t i z e d  by d i s e a s e ;

(4) d r aw b l o o d  f o r  l a b o r a t o r y  p u r p o s e s , a n d  u s e  e l e c t r i c a l  

o r  o t h e r  m e t h o d s  f or the r e p a i r  a n d  c a r e  of s u p e r f i c i a l  l a c e r a t i o n s  

a n d  a b r a s i o n s ,  b e n i g n  s u p e r f i c i a l  l e s i o n s ,  a n d  the r e m o v a l  of f o r e i g n  

b o d i e s  l o c a t e d  in s u p e r f i c i a l  s t r u c t u r e s ;  a nd

(5) p r a c t i c e  n a t u r a l  c h i l d b i r t h  in  o b s t e t r i c s ,  i n c l u d i n g
 ...................— ------------------------------------------------ ------------w--------------- -

r e l a t e d  m i n o r  s u r g i c a l  p r o c e d u r e s .

(b) A n a t u r o p a t lV m a y  not 7  
 ^

(1) p e r f o r m  s u r g e r y  e x c e p t  as p r o v i d e d  u n d e r  (a)(5) of this

s e c t i o n ;

(2) u s e  c o n t r o l l e d  s u b s t a n c e s  as d e f i n e d  in  AS 11.81.-

9 0 0 ( b ) ( 6 ) ;

(3) u se r a d i a t i o n  t h e r a p y ;  or

(4) u se d r ugs e x c e p t ^ i n t i s e p t i c s , l o cal a n e s t h e t i c s ,  m i n ­

eral s  an d  e x t r a c t s ,  c o m p o u n d s  or  c o n c e n t r a t e s  o b t a i n e d  f r o m  p l a n t s  or 

a n i m a l s ^

Sec. 0 8 . 4 5 . 1 7 0 .  C O N T I N U I N G  E D U C A T I O N .  (a) T h e  d e p a r t m e n t  may 

p r e s c r i b e  by r e g u l a t i o n  c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  for p e r s o n s  

l i c e n s e d  u n d e r  t his chapter.

(b) B e f o r e  a l i c e n s e  i s s u e d  u n d e r  this c h a p t e r  m a y  be renewed, 

the l i c e n s e e  s h a l l  s u bmit to the d e p a r t m e n t  e v i d e n c e  of c o m p l e t i o n  of 

c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s .

(c) The d e p a r t m e n t  m a y  e x e m p t  a l i c e n s e e  f r o m  the c o n t i n u i n g  

e d u c a t i o n  r e q u i r e m e n t  u n d e r  (b) of t his s e c t i o n  u p o n  an a p p l i c a t i o n  of 

the l i c e n s e e  s e t t i n g  out e x t e n u a t i n g  c i r c u m s t a n c e s .  A  l i c e n s e e  may

-5- CSHB 3 4 7 (HESS)
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n o t  r e c e i v e  m o r e  t h a n  on e  e x e m p t i o n  u n d e r  this s u b s e c t i o n  i n  a five- 

y e a r  p e riod.

A R T I C L E  3. G E N E R A L  P R O V I S I O N S .

Sec. 0 8 . 4 5 . 2 0 0 .  T I T L E S  A N D  A B B R E V I A T I O N S .  (a) A  p e r s o n  l i­

c e n s e d  u n d e r  this c h a p t e r  m a y  u se t h e  f o l l o w i n g  titles: " N a t u r o p a t h " ,

" D o c t o r  of N a t u r o p a t h y "  o r  its a b b r e v i a t i o n ,  "N.D.". A  p e r s o n  l i­

ce n s e d  u n d e r  this c h a p t e r  m a y  not u s e  a t i t l e  in  a m a n n e r  tha t  s u g­

gest s  that the p e r s o n  p r a c t i c e s  a f o r m  of m e d i c i n e  o r  a h e a l i n g  art 

o t h e r  t h a n  n a t u r o p a t h y .

(b) A  p e r s o n  m ay n o t  u s e  a t i t l e  or  a b b r e v i a t i o n  l i s t e d  in  (a) 

o f  this s e c t i o n  u n l e s s  the p e r s o n  is l i c e n s e d  u n d e r  this c h a p t e r .

Sec. 0 8 . 4 5 . 2 0 5 .  V I O L A T I O N S .  (a) A  p e r s o n  is g u i l t y  of a

c l a s s  B m i s d e m e a n o r  if the p e r s o n

(1 ) f r a u d u l e n t l y  o b t a i n s  or f u r n i s h e s  a t e m p o r a r y  p e r m i t ,  

l i c ense, r e n ewal, or r e c o r d  r e q u i r e d  by this chapter;

(2 ) w i l f u l l y  v i o l a t e s  a p r o v i s i o n  of this c h a p t e r  or a 

r e g u l a t i o n  a d o p t e d  u n d e r  this chapter.

(b) A p e r s o n  w h o  p r a c t i c e s  n a t u r o p a t h y  o r  n a t u r o p a t h i c  m e d i c i n e  

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

is g u i l t y  of a c l ass A  m i s d e m e a n o r .

Sec. 0 8 . 4 5 . 2 2 0 .  D E F I N I T I O N S .  In  this c h a p t e r

(1) " d e p a r t m e n t "  m e a n s  the D e p a r t m e n t  of C o m m e r c e  and 

E c o n o m i c  D e v e l o p m e n t ;

(2 ) " n a t u r o p a t h y "  a n d  " n a t u r o p a t h i c  m e d i c i n e "  m e a n s  a

s y s t e m  of h e a l i n g  the h u m a n  body that i n c l u d e s  d i a g n o s i s  a nd t r e a t m e n t  
ll ~~X "

t h r o u g h the u se of n a t u r a l  a g e n c i e s , force;, p r o cesses, a nd p r o ducts

w i t h  e m p h a s i s  on  the r e s p onse o f the i n d i v i d u a l  to the d i s e a s e  r a t h e r

t h an its t r e a t m e n t  in i s olaj:ion.

* Sec. 3. L I C E N S I N G  OF  P R A C T I T I O N E R S  O F  N A T U R O P A T H Y  O R  N A T U R O P A T H I C
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1 M E D I C I N E  W I T H O U T  E X A M I N A T I O N .  T h e  c o m m i s s i o n e r  of  c o m m e r c e  and e c o n o m i c

2 d e v e l o p m e n t  s h a l l  l i c e n s e  all p e r s o n s  who, o n  the e f f e c t i v e  dat e  of t his

3 Act, m e e t  the q u a l i f i c a t i o n s  of A S  0 8 . 4 5 . 1 1 0 ( 1 )  - (3) a nd (5) - (7) and w h o

A a p p l y  f or l i c e n s u r e  u n d e r  AS 0 8 . 4 5  not l a t e r  t h a n  J u n e  30, 1985.

5 *  Sec. 4. T h i s  A c t  takes e f f e c t  J u l y  1, 1984.

- 7 - CSHB 3 4 7 (HESS)



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

P O U C H  V  
J U N E A U , A L A S K A  99811 

(907) 465-3873

H o u s e  L a b o r  a n d  C o m m e r c e  Co m m it t e e

March 28, 1984

To: House Labor and Commerce Committee Members

From: Labor and Commerce Committee S ta ff

RE: CSHB 347 "Relating to Licensing of Naturopathic Practitioners

Following yesterdays public hearing on HB 347, a committee substitute 
for the bill was ordered by the Chairman of the Committee. The
changes from the orig inal committee are substitu te are listed below.

1. The Board of Naturopathic examiners would consist of three
naturopaths, one licensed doctor, and one public member. The orig i­
nal CS called fo r two naturopaths, one doctor, one nurse and a public
member.

2. The Applicab ility  section was deleted.

3. Page 2, Line 5, the wo.'ds "equivalent to or higher than require­
ments in other states that license naturopaths" were added.

4. Page 3, Line 3, a fte r the word held the words "at least twice a
year" were added.

5. Page 6, Line 21 was changed so to read "th rough the prevention
and treatment of il iness."
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Cook
2/29/84 v

Origi n a l  sponsors: M a r t i n  and T i sch er

i f ,
* ;Sec. 2. AS 08 is amended by a d d i n g  a n e w  chapter to read:

'/r i L
* . A A

BY THE L A B O R  AND
IN T H E  HOUSE C O M M E R C E  COMMITTEE

CS F O R  HOUSE B I L L  NO. 347 (L&C)

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

T H I R T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to the licensin g of n a t u r o p a t h s ; and

p r o v i d i n g  for an eff ective date."

BE IT E N ACT ED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 08.01.010 is a m ended  by adding a n e w  p a r a g r a p h  to read:

(24) r e g u l a t i o n  of n a t u r o p a t h s  under AS 08.45.

•k

) r ; }  - ........... . “ “

CH A P T E R  45. NATUROPATHS.

( f " f A R T I C L E  1. BOARD OF N A T U R O P A T H I C  EXAMINERS.

Sec. 08.45.010. CREATION AND M E M B E R S H I P  OF T H E  BOARD. There is

e s t a b l i s h e d  the Boa rd of N a t u r o p a t h i c  Examiners c o n s i s t i n g  of

(1) two naturo p a t h s  licensed u n d e r  this chapter;

(2) one doctor licensed und er AS 08.64;

(3) one reg ist e r e d  nurse licensed u n d e r  AS 08.68; and

(4) one public member.

Sec. 08.45.030. TERM OF OFFICE. M e m b e r s  of the b o a r d  serve

staggered terms of three years. A m e m b e r  m a y  be a p p o in ted to serve no 

more than two c onsecut ive full terms.

Sec. 08.45.040. APPLIC ABILITY. AS 08.4 5.010 - 08.45 .040 apply

one year after the first eight licenses are i ss ued u n d e r  this chapter. 

After AS 08.45.010 - 08.45.040 becomes applicable, the b o a r d  shall

exercise the p owers and duties of the d e p a r t m e n t  u n d e r  this c h a p t e r ^  

A R T I C L E  2. R E G U L A T I O N  GF NATUROPATHY.

Sec. 08.45.090. DUTIES A N D  POWERS. (a) The depa rt m e n t  shall

(1) e v a l u a t e  the q u a l i f i c a t i o n s  of applic a n t s  for licenses

-1- CSHB 3 4 7 (L&C)
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under this chapter;

(2) conduct h e a rin gs a n d  k e e p  records n e c e s s a r y  to carry 

out the purposes of this chapter; and

(3) license n a t u r o p a t h s  and r e n e w  licenses in accord ance 

w i t h  AS 08.45.100 - 08.45.170.

(b) The dep art m e n t  m a y  e s t a b l i s h  by r e g u l a t i o n  e ducational

r e q uiremen ts for licensure u nder  this chapter in a d d i t i o n  to r e q u i r e­

ments u n d e r  AS 08.45.110(2), and i d e ntify schools that p r o v i d e  courses 

of study that satisfy the requirements.

Sec. 08.45.100. L I C E N S I N G  R EQUIREMENT. A  p erson m a y  not engage 

in the practic e of n a t u r o p a t h y  u nless that p erson  has a v a l i d  license 

or temporary permit issued u nder this chapter.

Sec. 08.45.110. L I C E N S U R E  AS A  NATUROPATH. To be eli gi b l e  for a 

license as a naturopath, an applicant shall

(1) h o l d  a b a c h e l o r ' s  degree from an a c c r e d i t e d  college of 

liberal arts or sciences;

(2) have g r a d u a t e d  from a school of n a t u r o p a t h y  a p p r o v e d  by 

the depart ment that has as a r e q u i r e m e n t  for g r a d u a t i o n  s uccessful 

completi on of a course of resir nt instru c t i o n  of at least n i n e  m o nths 

actual attendance  in each of four years and successful c o m p l e t i o n  of a 

course of study totaling at least 4,000 hours of i n s t r u c t i o n  of w h i c h  

at least 1,500 hours is clinical experience..

(3) succes s f u l l y  complet e an e x a m i n a t i o n  g i ven by the 

d e p a r t m e n t ;

(4) not have a license to pr actice n a t u r o p a t h y  j r  another 

state, province, or territory, that is su spended or r e v o k e d  for d i s c i­

plinary reasons;

(5) be a U n i t e d  States c i tizen or l a w fully  a d m i t t e d  to 

p e r m anent r e s i d e n c e  in this country; and

CSHB 3 4 7 (L&C) -2-



(6) after g r a d u a t i n g  f r o m  a school of natur o p a t h y ,  complete

a o n e - y e a r  internship su perv i s e d  by a n a t u r o p a t h  l i c ensed in this or 

a n o t h e r  state.

Sec. 08.45.120. EXAMINATION. (a) An e x a m i n a t i o n  for licensing 

as a n a t u r o p a t h  shall be h e l d  at a time and place and shall be con-

ob j e c t i v e  and in writing, but m a y  be s u pplemented  by oral e x a m i n a­

tions, and by d e m o n strations or o ther practical  tests as the d e p a r t­

men t  may require.

(b) To pass the e x a m i n a t i o n  an applicant shall r e c eive  an o v e r­

all average of 75 p e rcen t and may not receive less than 70 p e r c e n t  in 

more than two sections. If an applica nt fails the e xamin a t i o n ,  the 

applicant m a y  apply to be re-examined.

Sec. 08.45.130. T E M P O R A R Y  PERMIT. (a) The d e p a r t m e n t  m a y  issue 

a temporary permit to practice n a t u r o p a t h y  to a p e r s o n  if the p e r s o n

profes s i o n a l  licensin g standards equivalent or h i g h e r  tha n those 

in this chapter;

same licensing p r i v i l e g e  to those h o l d i n g  a license in this 

state; and

departme nt q u a l i f i c a t i o n s  at least equal to those r e q u i r e d  of 

persons licensed u n d e r  this chapter; or

(2) qualifies for a license unde r AS 08.45.110(1) - (5) and 

is w o r k i n g  as an intern superv i s e d  by a n a t u r o p a t h  w i t h  a l i cense or 

temporary permit issued u n d e r  this chapter.

d ucted as deter m i n e d  by the The e x a m i n a t i o n  shall be

(1) is c u r r e ntly licensed as a n a t u r o p a t h  in a n o t h e r  state 

or ter ritory or in a p r o vin ce of Canada; and

(A) that state, territory, or p r o v i n c e  m a i n t a i n s

(B) that state, territory, or p r o v i n c e  e x t e n d s  the

(C) the p e r s o n  d e monst rates to the s a t i s f a c t i o n  of the

-3- CSHE 3 4 7 (L&C)
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(b) A  t emporary p e rmi t i ssued  u n d e r  (a)(1) of this section  is 

v a l i d  u n t i l  the date on w h i c h  the n e x t  e x a m i n a t i o n  is o f f e r e d  under 

AS 08.45.120. A  t emporary p e r m i t  i s s u e d  u n d e r  (a)(2) oi this section 

is v a l i d  for one year.

Sec. 08.45.140. L I C E N S E  RENEWAL. A  license issued u n d e r  this 

c h a p t e r  expires unless  it is r e n e w e d  eve ry four years.

Sec. 08.45.150. FEES. The f o l l o w i n g  fees are imposed u n d e r  this 

chapter:

(1) a p p l i c a t i o n  for e x a m i n a t i o n  ........................... $ 50

(2) a p p l i c a t i o n  for r e - e x a m i n a t i o n ........................  10

(3) license issuance or r e n e w a l  ...........................  200

(4) temporary p e r m i t  i s s u a n c e ...............................  50

Sec. 08.45.160. SCOPE OF N A T U R O P A T H I C  PRACTICE. (a) A  n a t u r o­

pat h  in the course of the p r a c t i c e  of n a t u r o p a t h y  may

(1) use systems of d i a g n o s i s  for w h i c h  the 'naturopath has 

b e e n  trained;

(2) treat pat ients by physio l o g i c a l ,  nutritional, m e c h a n­

ical, manual, h y d r o t h e r a p e u t i c  and p h y t o t h e r a p e u t i c  means, w i t h

c{flA iJ,'th
accupressure, m i n e r a l s ^  and «tB»h extracts, co mpounds and

c o n c e n t r a t e s  o b t a i n e d  from p lants or animals. 

vb) A  n a t u r o p a t h  may not

(1) p e r f o r m  surgery;

(2) use or p r e s c r i b e  c o n t r o l l e d  substances as d e f i n e d  in 

AS 1 1 . 8 1 . 9 0 0 ( b ) (6); or

(3) use x-ray equipmen t, radium, or i r r a d i a t i o n  for 

diagn o s i s  or therapy.

Sec., 08.45.170. C O N T I N U I N G  EDUCATION. (a) The d e p a r t m e n t  shall 

p r e s c r i b e  by regula t i o n  c o n t i n u i n g  e d u c a t i o n  requir e m e n t s  for parsons 

l i c e n s e d  u n d e r  this chapter.
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(b) Before a license issued u nder this chap ter may be renewed, 

the l icensee shall submit to the department evidence of completion of 

conti n u i n g  educatio n requirements.

(c) The de partment m a y  exempt a licensee from the continuing 

ed u c a t i o n  requi r e m e n t  u p o n  an a p plication of the licensee setting out 

e x t e n u a t i n g  circumstances. A  licensee m a y  not r e c e i v e  m o r e  than one 

ex e m ption u n d e r  this s ubsection in a five-year period.

AR T I C L E  3. G E N ERAL PROVISIONS.

Sec. 08.45.200. T ITLES AND ABBREVIATIONS. (a) A  p e r s o n  w i t h  a 

license or p erm it u n d e r  this chapter m a y  use the io lowing titles: 

"Naturopath", "Doctor  of Natur o p a t h y "  or its abbreviat ion, A

pe r s o n  w i t h  a license or permit u n d e r  this chapter m a y  not use a title 

in a m a n n e r  that suggests that the p ers on pract i c e s  a form of me dicine 

or a h e a l i n g  art other than naturopathy.

(b) A  p ers on m a y  not use a title or a b b r e v i a t i o n  listed in (a) 

of this section unless the person is licensed un der this chapter.

Sec. 08.45.210. I MPOS ITION OF D I S C I P L I N A R Y  SANCTIONS. A f t e r  a 

hearing, the department m a y  limit, deny, suspend, or revoke a license 

or t e m p orar y permit, or censure a licensee or p e r m i t t e e  if the person

(1) secured a license or permit u nder this chapte r through 

deceit, fraud, or intent ional misrepres entation;

(2) e n gag ed in deceit, fraud, or intent i o n a l  m i s r e p r e s e n t a­

tion in the course of p r o v i d i n g  p r o f e s s i o n a l  services or e n g a g i n g  in 

p r o f e s s i o n a l  activities;

(3) a d v e r t i s e d  professional, services in a false or m i s l e a d­

ing manner;

(4) has b e e n  con victed of a felony or other crime that 

affects the p e r son's  ability to continue to p r a ct ice c o m p e t e n t l y  and 

safely;
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(5) fails to conply w i t h  this chapter or a regulation 

a d o p t e d  u n d e r  this chapter;

(6) continu ed to p r a c t i c e  after becoming unfit due to

(A) p r o f e s s i o n a l  incompetence;

(B) a d d i c t i o n  or severe dependency on a l c ohol or other 

drugs that impairs the p e r s on's ability to p r a ctice safely;

(C) p h y s i c a l  or m e n t a l  disability;

(7) e n g ag ed in lewd or immoral conduct in c o n n e c t i o n  with 

the d e l i v e r y  of p r o f e s s i o n a l  service to a patient.

Sec. 08.Z-i5.220. VIOLATIONS. (a) Except as p r o vide d in (b) of

this section, a p e rson is guilty of a class B m i s d e m e a n o r  if the

p e r s o n  i n t entio nally v i o la tes a p r o v i s i o n  of this chapter or a r e g u l a­

tion a d opted un der this chapter.

(b) A  p erson  who p r a c tices n a t u r o p a t h y  without a v a l i d  temporary

permit  or license issued u n d e r  this chapter is guilty of a class A

m i s d e m e a n o r .

Sec. 08.45.900. DEFINITIONS. In this chapter

(1) "dep ar t m e n t "  mea ns the Department of C o m m e r c e  and

Ec o n o m i c  Development;

(2) " n a t u r o p a t h y "  and " n a t uro pathic" means a s y s t e m  of

i  h u m a n  h e a l t h  care that p r o m o t e s  good h e a l t h  through the p r e v e n t i o n  of

"/ ^yillness and treatment by the use of educational, physical, 

nutrit i o n a l ,  b|otanical, h y g i e n i c  and other methods, and w i t h o u t  the 

use of p r e s c r i p t i o n  drugs, surgery, x-ray equipment or r a d i u m  therapy.

* Sec. 3. T E M P O R A R Y  PERMITS F O R  P R A C T I T I O N E R S  OF NATUROPATHY. (a) The 

De p a r t m e n t  of Commerc e and E c o n o m i c  D e v e l o p m e n t  shall issue a temporary 

permit to p r a c t i c e  n a t u r o p a t h y  to a p e r s o n  who, on the e f f e ctive date of 

this Act,

(1) is p r a c t i c i n g  n a t u r o p a t h y  in the state;
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(2) meets all the q u a l i f i c a t i o n s  of AS 08.45.110 or 08.45.130-

(a)(2), except for AS 08.45.110(3); and

(3) applies for the permit.

(b) A  temporary permit issued u n d e r  this section is v a l i d  u n t i l  the 

date on w h i c h  the first e x a m i n a t i o n  is o f f e r e d  u n d e r  AS 08.45.120, as 

e n a c t e d  in sec. 2 of this Act.

* Sec. 4. N o t w i t h s t a n d i n g  AS 08.45.010 as enacted  in sec. 2 of this 

Act, the first members of the Board of N a t u r o p a t h i c  Examiners shall be 

a p p o i n t e d  for the following terms; one m e m b e r  shall serve a o n e -y ear term, 

two m e mbers shall serve two-year terms, and two member s shall serve three- 

year terms.

* Sec. 5. This Act takes effect Janu ary 1, 1985.
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MARCH 27, 1984

TO: HOUSE LABOR AND COMMERCE COMMITTEE MEMBERS

RE: PROPOSED AMENDMENTS TO HB 347

THE FOLLOWING AMENDMENTS TO CSCSHB 347 WERE PROPOSED BY 

MEMBERS OF THE NATUROPATHIC PROFESSION.

1. ADD A THIRD NATUROPATH TO THE BOARD. THE TOTAL NUM­

BER OF BOARD MEMBERS WOULD THEN BE SIX.

2. PACE 2, LINE 7 AFTER THE WORD CHAPTER ADD, CONSISTENT 

WITH OTHER STATES THAT LICENSE NATUROPATHS.

3. PACE 3, LINE 5 AFTER THE WORD HELD ADD, AT LEAST TWICE 

PER YEAR.

4. PAGE 5, LINE 11 AFTER THE WORD NATUROPATHY ADD, 

NATUROPATHIC PHYSICIAN. J

5. PAGE 6, LINE 21 BEGINNING WITH THE WORD PREVENTION,

CHANGE TO READ, PREVENTION AND TREATMENT OF ILL. ESS.

6. PAGE 6, LINE 24 CHANGE THE TERMS PRESRCIPTION DRUGS TO 

READ, CONTROLLED SUBSTANCES AS DEFINED UNDER AS 11.71.140- 
11 .71.190

7. INCLUDE A SECTION AT THE END OF THE BILL ALLOWING THOSE 
NATUROPATHS WHO:

1. MEET THE REQUIREMENTS FOR LICENSURE

2. ARE LICENSED IN ANOTHER STATE

3. HAVE PRACTICED IN ALASKA FOR ONE YEAR OR MORE

TO BE EXCLUDED FROM TAKING THE NATUROPATHIC LICENSING 

EXAMINATION.



RE: 347

THE PURPOSE OF HB 347 IS TO PROVIDE, IN STATUTES, LANGUAGE 

ON THE LICENSING OF PRACTITIONERS OF NATUROPATHIC MEDI­

CINE, AND TO CLEARLY SPELL OUT THE SCOPE OF NATUROPATHIC 

PRACTICE. THIS LEGISLATION HAS BEEN SCRUTINIZED BY THE 

HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE AND 

PASSED ON TO THIS COMMITTEE FOR FURTHER WORK.

TO DEFINE THE INTENT OF THE BILL MORE CLEARLY, HB 347 

WOULD SET UP A MEANS FOR REGULATING NATUROPATHY. IT 

ALSO WOULD ESTABLISH LICENSING, EDUCATION, AND EX­

AMINATION REQUIREMENTS, SET FEES, AND LAY OUT WHAT A 

NATUROPATH CAN OR CAN NOT PRACTICE.

  --- - 'f-L /X.LA— Jj \ /

THE HESS COMMITTEE PASSED OUT ONE VERSION OF THE BILL. 

REP. MILO FRITZ HAS ALSO OFFERED ANOTHER. BOTH VERSIONS 

OF THE BILL ARE BEFORE YOU KNOW FOR COMPARISON AND CON­

SIDERATION.

QUESTIONS:



*

1. SHOULD THE DEPARTMENT OF HEALTH EDUCATION AND SOCIAL 

SERVICES HAVE RESPONSIBILITY FOR REGULATING THIS FIELD, OR 

SHOULD A BOARD OF NATUROPATHY BE ESTABLISHED ?

2. WHY SHOULD OR SHOULDN'T A NATUROPATH BE ALLOWED TO 

DRAW BLOOD FOR TESTING ?

3. HOW MANY NATUROPATHS ARE THERE PRACTICING IN ALASKA 

AT THE PRESENT TIME ?

4. IN THE TWO BILLS THE EDUCATION REQUIREMENTS VARY. HOW 

MUCH EDUCATION SHOULD A NATUROPATH BE REQUIRED TO HAVE? 

AND, IN WHAT SPECIFIC AREAS SHOULD STUDY BE 

CONCENTRATED?

5. IN SECTION 3 OF THE HESS COMMITTEE VERSION, THOSE CUR­

RENTLY PRACTICING NATUROPATHY IN ALASKA WOULD NOT HAVE 

TO MEET REQUIREMENTS ESTABLISHED FOR FUTURE PRACTITION­

ERS. WHY ?
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PO U C H  V 
JU N EA U . A L A SK A  99811 

(907) 465-3873

H o u s e  L a b o r  a n d  Co m m e r c e  C o m m it t e e

March 28, 198/1

To: House Labor and Commerce Committee Members

From: Labor and Commerce Committee S taff

RE: CSHB 347 "Relating to Licensing of Naturopathic Practitioners

Following yesterdays public hearing on HB 347, a committee substitute 
for the bill was ordered by the Chairman of the Committee. The
changes from the original committee are substitute are listed below.

1. The Board of Naturopathic examiners would consist o f three
naturopaths, one licensed doctor, and one public member. The o r ig i­
nal CS called fo r two naturopaths, one doctor, one nurse and a public
member,

2. The App licab il ity  section was deleted.

3. Page 2, Line 5, the words "equivalent to or h igher than require­
ments in other states that license naturopaths" were added.

4. Page 3, Line 3, a fter the word held the words "at least twice a 
year" were added.

5. Page 6, Line 21 was changed so to read "th rough the prevention 
and treatment of illness."
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O f f ered: 2 / 2 0 / 8 4
Re f e r r e d :  L a b o r  & C o m m e r c e  a n d
F i n a n c e

O r i g i n a l  s p o n s o r s :  M a r t i n  a n d  T i s c h e r

U Y  T H E  H E A L T H ,  E D U C A T I O N  A N D  
IN T H E  H O U S E  .SOCIAL S E R V I C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 347 (HESS)

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A f E  O F  A L A S K A

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an  A c t  e n t i t l e d :  " A n  Act r e l a t i n g  to the l i c e n s i n g  of p r a c t i t i o n e r s  of

n a t u r o p a t h i c  m e d i c i n e ;  a n d  p r o v i d i n g  for  a n  e f f e c t i v e  

d a t e . "

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L ASKA:

* S e c t i o n  1. A S  0 8 . 0 1 . 0 1 0  is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

(24) r e g u l a t i o n  of n a t u r o p a t h y  or  n a t u r o p a t h i c  m e d i c i n e  

u n d e r  A S  08.45.

* Sec. 2. A S  08 i” a m e n d e d  by  a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  45. N A T U R O P A T H S .

A R T I C L E  1. R E G U L A T I O N  OF  N A T U R O P A T H Y .

Sec. 0 8 . 4 5 . 0 1 0 .  D U T I E S  A N D  P O W E R ? . T h e  d e p a r t m e n t  shall

(1 ) e v a l u a t e  the q u a l i f i c a t i o n s  of a p p l i c a n t s  for l i c e n s e s  

u n d e r  this c h a p t e r ;

(2 ) c o n d u c t  h e a r i n g s  a n d  k e e p  r e c o r d s  n e c e s s a r y  to c a r r y  

out the p u r p o s e s  of this c h a pter;

(3) l i c e n s e  n a t u r o p a t h s  and r e n e w  l i c e n s e s  in a c c o r d a n c e  

w i t h  A S  0 8 . 4 5 . 1 0 0  - 0 8 . 4 5 . 1 7 0 ;  an d

(4) p r o v i d e  f or t e m p o r a r y  p e r m i t s  to e n g a g e  in  the p r a c t i c e  

of n a t u r o p a t h i c  m e d i c i n e  f or p e r s o n s  w h o  are a p p a r e n t l y  q u a l i f i e d  that 

are v a l i d  u n t i l  c e r t i f i c a t i o n  of the r e s u l t s  of the nex t  e x a m i n a t i o n  

g i v e n  u n d e r  AS 0 8 . ^ 5 . 1 2 0 .

A R T I C L E  2. L I C E N S I N G  OF N A T U R O P A T H S .

Sec. 0 8 . 4 5 . 1 0 0 .  L I C E N S I N G  R E Q U I R E M E N T .  A  p e r s o n  m a y  not e n g a g e  

in the p r a c t i c e  of n a t u r o p a t h y  o r  n a t u r o p a t h i c  m e d i c i n e  u n l e s s  that
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1 p e r s o n  h as a v a l i d  l i c e n s e  or t e m p o r a r y  p e r m i t  u n d e r  this chapter.

2 Sec. 0 8 . 4 5 . 1 1 0 .  L I C E N S U R E  A S  A  N A T U R O P A T H .  To be e l i g i b l e  f o r  a

3 l i c e n s e  as a n a t u r o p a t h ,  an  a p p l i c a n t  shall

4 (1 ) h o l d  a h i g h  S '‘o o l  d i p l o m a  or  the e q u i v a l e n t ;

5 (2 ) h a v e  c o m p l e t e d  two y e a r s  of p o s t s e c o n d a r y  e d u c a t i o n  at

6 an a c c r e d i t e d  c o l l e g e  of l i b e r a l  arts or s c i e n c e s ;

7 (3 ) h a v e  g r a d u a t e d  f r o m  a l e g a l l y  c h a r t e r e d  s c h o o l  o r

8 c o l l e g e  of n a t u r o p a t h i c  m e d i c i n e  that has as a r e q u i r e m e n t  f or g r a d u a -

9 t i o n  s u c c e s s f u l  c o m p l e t i o n  of a c o u r s e  of r e s i d e n t  i n s t r u c t i o n  of at

10 least n i n e  m o n t h s  a c t u a l  a t t e n d a n c e  in e a c h  of four y e a r s  a n d  s u c c e s s -

11 ful c o m p l e t i o n  of a c o u r s e  of i n s t r u c t i o n  t o t a l i n g  4 . 0 0 0  h o u r s  or  m o r e

12 of w h i c h  at least 1 , 500 h o u r s  is c l i n i c a l  e x p e r i e n c e ;  the c o u r s e  of

13 i n s t r u c t i o n  s h all include:

Id (A) a n a t o m y ,  p h y s i o l o g y ,  h i s t o l o g y ,  and e m b r y o l o g y ;

15 (B) m i c r o ! i o l o g y ;

16 (C) pathology; ( .h/A' * f c ■{ -£•*)

17 (D) i m m u n o l o g y ;

18 (E) p u b l i c  h e a lth;

19 (F) p h y s i c a l ,  c l i n i c a l ,  a n d  x - ray d i a g n o s i s ;

20 (G) first a id a n d  e m e r g e n c y  m e d i c i n e ;

21 (H) o b s t e t r i c s  and g y n e c o l o g y ;

22 (I) o r t h o p e d i c s ;

23 (J) m i n o r  s u r g e r y  and p r o c t o l o g y ;

24 (K) o t o l a r y n g o l o g y ;

25 (L) p h y s i o t h e r a p y  an d  m a n i p u l a t i v e  t e c h n i q u e s ;

26 * . (M) d i e t e t i c s  and c l i n i c a l  n u t r i t i o n ;

27 (N) b o t a n i c a l  m e d i c i n e ;

% > ?
29 -"T*,4T
28 \ L y jn  S . —  (0 ) n a t u r o p a t h i c  theory, t h e r a p e u t i c s  a n d  c l i n i c a l

p r a c t i c e ;
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1 (P) j u r i s p r u d e n c e ;

2 (4) s u c c e s s f u l l y  c o m p l e t e  a n  e x a m i n a t i o n  g i v e n  b y  the

3 d e p a r t m e n t ;

4 (5) not h a v e  a l i c e n s e  to p r a c t i c e  n a t u r o p a t h i c  m e d i c i n e  in

3 a n o t h e r  state, p r o v i n c e ,  or t e r r i t o r y ,  tha t  is s u s p e n d e d  o r  r e v o k e d

6 fo r  d i s c i p l i n a r y  reasons;

7 (6 ) be  a U n i t e d  S t a t e s  c i t i z e n  or l a w f u l l y  a d m i t t e d  to

8 p e r m a n e n t  r e s i d e n c e  in  this c o u n t r y ;  and

9 (7) be  of  g o o d  m o r a l  c h a r a c t e r .

10 Sec. 0 8 . 4 5 . 1 2 0 .  E X A M I N A T I O N .  (a) A n  e x a m i n a t i o n  for l i c e n s i n g

11 as a n a t u r o p a t h  s h a l l  be ’.aid at a time a n d  p l a c e  a n d  s h all be ton-

12 d u c t e d  as d e t e r m i n e d  by the d e p a r t m e n t .  T h e  e x a m i n a t i o n  s h a l l  be

13 l i m i t e d  to the s u b j e c t s  l i s t e d  in AS 0 8 . 4 5 . 1 1 0 ( 3 ) ,  e a c h  of w h i c h  s h all

14 c o n s t i t u t e  a s e p a r a t e  e x a m i n a t i o n  secti o n .  T he e x a m i n a t i o n  s h a l l  be

15 o b j e c t i v e  and in w r i t i n g ,  but m a y  be s u p p l e m e n t e d  by ora l  e x a m i n a -

16 tions, a nd by d e m o n s t r a t i o n s  or  o t h e r  p r a c t i c a l  tests as the d e p a r t -

17 m e n t  m a y  require.

18 (b) To p a s s  the e x a m i n a t i o n  an a p p l i c a n t  shall r e c e i v e  an over-

19 all a v e r a g e  of 75 p e r c e n t  and m a y  not r e c e i v e  less t h a n  70 p e r c e n t  in

20 m o r e  t h a n  two s e c t ions.

21 Sec. 0 8 . 4 5 . 1 3 0 .  E N D O R S E M E N T .  T h e  d e p a r t m e n t  m a y  l i c e n s e  a

22 p e r s o n  as a n a t u r o p a t h  if the p e r s o n  is c u r r e n t l y  l i c e n s e d  as a

23 n a t u r o p a t h  in a n o t h e r  s t a t e  or  in a p r o v i n c e  of C a n a d a  and

24 (1) that s t a t e  or  p r o v i n c e  m a i n t a i n s  p r o f e s s i o n a l  l i c e n s i n g

25 s t a n d a r d s  e q u i v a l e n t  or h i g h e r  t h a n  t h o s "  in this chapter;

26 (2 ) that s c a t e  or p r o v i n c e  e x t e n d s  the sam e  l i c e n s i n g

27 p r i v i l e g e  to t h o s e  h o l d i n g  a l i c e n s e  in this state; and

28 (3) the p e r s o n  d e m o n s t r a t e s  to the s a t i s f a c t i o n  of the

29 d e p a r t m e n t  q u a l i f i c a t i o n s  at least e q u a l  to t h o s e  r e q u i r e d  of p e r s o n s
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1 l i c e n s e d  u n d e r  this chapter.

2 Sec. 0 8 . 4 5 . 1 4 0 .  D E N I A L ,  S U S P E N S I O N  O R  R E V O C A T I O N  O F  LICEN S E .

3 Th e  d e p a r t m e n t  m a y  deny, suspend, or r e v o k e  the l i c e n s e  of a p e r s o n  or

4 a p p l i c a n t  w h o

5 (1 ) has o b t a i n e d  ox- a t t e m p t e d  to o b t a i n  a l i c e n s e  u n d e r

6 this c h a p t e r  by f r a u d  or  deceit;

7 (2) w i l f u l l y  v i o l a t e s  a p r o v i s i o n  of this c h a p t e r  or  a

8 r e g u l a t i o n  a d o p t e d  u n d e r  this chapter;

9 (3) h a b i t u a l l y  o v e r u s e s  a l c o h o l i c  b e v e r a g e s ;

10 (4) u n l a w f u l l y  u s e s  a c o n t r o l l e d  s u b s t a n c e  as d e f i n e d  in

11 AS  1 1 . 8 1 . 9 0 0 ( b ) ( 6 ) ;

12 (5) i m p e r s o n a t e s  a n o t h e r  p h y s i c i a n ;

13 (6 ) p r a c t i c e s  u n d e r  an a s s u m e d  name; or

1/* (7) is c o n v i c t e d  of a c r ime i n v o l v i n g  m o r a l  tu r p i t u d e ,

15 i n c l u d i n g  m u r d e r ,  s e x u a l  assault, r o b bery, k i d n a p p i n g ,  i n c est, arson,

16 b u r g l a r y , theft, a n d  forgery.

17 Sec. 0 8 . 4 5 . 1 5 0 .  FF.ES. T he f o l l o w i n g  fees are i m p o s e d  u n d e r  this

18 chapter:

19 (1) a p p l i c a t i o n  for e x a m i n a t i o n  ............................ $ 50

20 (2 ) a p p l i c a t i o n  for r e e x a m i n a t i o n  .........................  10

21 (3) l i c e n s e  i s s u a n c e  or b i e n n i a l  r e n e w a l  ................  200

22 (4) i s s u a n c e  of t e m p o r a r y  p e r m i t  ...........................  50

23 Sec. 0 8 . 4 5 . 1 6 0 .  S C O P E  O F  N A T U R O P A T H I C  P R A CTICE. (a) A  n a t uro-

24 p a t h  in the c o u r s e  of  the p r a c t i c e  of n a t u r o p a t h i c  m e d i c i n e  m ay
«

25 (1) p e r f o r m  p h y s i c a l  e x a m i n a t i o n s ,  w r i t e  p r e s c r i p t i o n s  for

26 s u b s t a n c e s  a u t h o r i z e d  in  this chapter, and s i g n  b i r t h  a nd d e a t h  cer-

27 ti f i c a t e s ;

28 (2 ) us e  s y s t e m s  of d i a g n o s i s  for w h i c h  the n a t u r o p a t h i c

29 p h y s i c i a n  has b e e n  t r a i n e d  u n d e r  AS  0 8 . 4 5 . 1 1 0 ( 3 ) ;
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(3) t r eat p a t i e n t s  by p h y s i o l o g i c a l ,  n u t r i t i o n a l ,  p s y c h o­

l o g y  al, m e c h a n i c a l ,  e l e c t r i c a l ,  m a n u a l ,  h y d r o t h e r a p e u t i c ,  p h y t o t h e r a -

p e u t L c ,  m i n e r a l  an d  o r g a n i c  s u b s t a n c e s  a nd a g e n c i e s ,  i n c l u d i n g  acu- 

p u n c t u r e ,  that ar e  e f f e c t i v e  in s t i m u l a t i n g  n o r m a l  f u n c t i o n  of t i s s u e s  

a n d  i r g a n s  s e n s i t i z e d  by  d i s e a s e ;

(4) d r a w  b l o o d  f o r  l a b o r a t o r y  p u r p o s e s , a n d  u s e  e l e c t r i c a l

or  o t h e r  m e t h o d s  for the r e p a i r  a n d  c a r e  of s u p e r f i c i a l  l a c e r a t i o n s

a n d  abr.'sions, b e n i g n  s u p e r f i c i a l  l e s ions, a nd the r e m o v a l  of f o r e i g n  

b o d i e s  lo-.ated in s u p e r f i c i a l  s t r u c t u r e s ;  and

(5) p r a c t i c e  n a t u r a l  c h i l d b i r t h  in o b s t e t r i c s , i n c l u d i n g  

r e l a t e d  m i n o r  s u r g i c a l  p r o c e d u r e s . 0-A& "  A>0

(b) A n a t u r o p a t h  m a y  no t

(1) p e r f o r m  s u r g e r y  e x c e p t  as p r o v i d e d  u n d e r  (a)(5) of this

s e c t i o n ;

(2) u s e  c o n t r o l l e d  ^ s u b s t a n c e s  as d e f i n e d  in  AS 11.81.-

9 0 0 ( b ) ( 6 ) ;  *tb ^  .

(3) u s e  r a d i a t i o n  therapy; or

(4) u se d r u g s  e x c e p t  a n t i s e p t i c s ,  local a n e s t h e t i c s ,  m i n­

eral s  a n d  e x t r a c t s ,  c o m p o u n d s  or c o n c e n t r a t e s  o b t a i n e d  f r o m  p l a n t s  or 

a n i m a l s .

Sec. 0 8 . 4 5 . 1 7 0 .  C O N T I N U I N G  E D U C A T I O N .  (a) T h e  d e p a r t m e n t  may 

p r e s c r i b e  by r e g u l a t i o n  c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s  for p e r s o n s  

l i c e n s e d  u n d e r  this chapter.

(b) B e f o r e  a l i c ense i s s u e d  u n d e r  this c h a p t e r  m a y  be renewed, 

the l i c e n s e e  s h a l l  s u b m i t  to the d e p a r t m e n t  e v i d e n c e  of  c o m p l e t i o n  of 

c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s .

(c) T he d e p a r t m e n t  m a y  e x e m p t  a l i c e n s e e  f rom the c o n t i n u i n g  

e d u c a t i o n  r e q u i r e m e n t  u n d e r  (b) of thi s  s e c t i o n  u p o n  an  a p p l i c a t i o n  of 

the l i c e n s e e  s e t t i n g  out e x t e n u a t i n g  c i r c u m s t a n c e s .  A  l i c e n s e e  m ay
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not r e c e i v e  m o r e  t h a n  o ne e x e m p t i o n  u n d e r  thi s  s u b s e c t i o n  in  a five- 

y e a r  p e r iod.

A R T I C L E  3. G E N E R A L  P R O V I S I O N S .

Sec. 0 8 . 4 5 . 2 0 0 .  T I T L E S  A N D  A B B R E V I A T I O N S .  (a) A  p e r s o n  l i­

ce n s e d  u n d e r  t h i s  c h a p t e r  m a y  u s e  the f o l l o w i n g  titles: " N a t u r o p a t h " ,

" D o c t o r  of N a t u r o p a t h y "  or  its a b b r e v i a t i o n ,  "N.D.". A  p e r s o n  l i­

ce n s e d  u n d e r  thi s  c h a p t e r  m a y  no t  u se a t i t l e  in a m a n n e r  tha t  s u g­

ge s t s  that tne p e r s o n  p r a c t i c e s  a f o r m  of m e d i c i n e  or  a h e a l i n g  art 

o t h e r  t h a n  n a t u r o p a t h y .

(b) A  p e r s o n  m a y  n ot u s e  a t i t l e  or  a b b r e v i a t i o n  l i s t e d  in  (a) 

of thi s  s e c t i o n  u n l e s s  the p e r s o n  is l i c e n s e d  u n d e r  this c h a pter.

Sec. 0 8 . 4 5 . 2 0 5 .  V I O L A T I O N S .  (a) A  p e r s o n  is g u i l t y  of a 

c l ass B m i s d e m e a n o r  if the p e r s o n

(1 ) f r a u d u l e n t l y  o b t a i n s  o r  f u r n i s h e s  a t e m p o r a r y  p e r m i t ,  

license, r e n e w a l ,  or r e c o r d  r e q u i r e d  by  this chapter;

(2 ) w i l f u l l y  v i o l a t e s  a p r o v i s i o n  of this c h a p t e r  or  a 

r e g u l a t i o n  a d o p t e d  u n d e r  this chapter.

(b) A p e r s o n  w h o  p r a c t i c e s  n a t u r o p a t h y  or n a t u r o p a t h i c  m e d i c i n e

w i t h o u t  a v a l i d  t e m p o r a r y  p e r m i t  or l i c e n s e  i s s u e d  u n d e r  thi s  c h a p t e r

is g u i l t y  of a c l ass A m i s d e m e a n o r .

Sec. 0 8 . 4 5 . 2 2 0 .  D E F I N I T I O N S .  In this c h a p t e r

(1) " d e p a r t m e n t "  m e a n s  the D e p a r t m e n t  of C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t ;

(2 ) " n a t u r o p a t h y "  a nd " n a t u r o p a t h i c  m e d i c i n e "  m e a n s  a 

s y s t e m  of h e a l i n g  the h u m a n  b o d y  that i n c l u d e s  d i a g n o s i s  an d  t r e a t m e n t  

t h r o u g h  the u s e  of n a t u r a l  a g e n c i e s ,  force:, p r o c e s s e s ,  a n d  p r o d u c t s  

w i t h  e m p h a s i s  o n  the r e s p o n s e  of the i n d i v i d u a l  to the d i s e a s e  r a t h e r  

t h a n  its t r e a t m e n t  in i s o l ation.

* Sec. 3. L I C E N S I N G  OF P R A C T I T I O N E R S  OF N A T U R O P A T H Y  O R  N A T U R O P A T H I C
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1 M E D I C I N E  W I T H O U T  E X A M I N A T I O N .  T h e  c o m m i s s i o n e r  of c o m m e r c e  a n d  e c o n o m i c

2 d e v e l o p m e n t  s h a l l  l i c e n s e  all p e r s o n s  who, on  the e f f e c t i v e  d a t e  of  this

3 Act, m e e t  th e  q u a l i f i c a t i o n s  of A S  0 8 . 4 5 . 1 1 0 ( 1 )  - (3) a nd (5) - (7) a n d  w h o

4 a p p l y  for l i c e n s u r e  u n d e r  AS  0 8 .45 not l a t e r  t h a n  J u n e  30, 1985.

5 * Sec. 4. T h i s  A c t  t a k e r  e f f e c t  J u l y  1, 1984.
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SCOPS AND PURPOSE

(1) OSS 685.C60 requires that one of the minimum educational requirements
*

for licensure to practice naturopathic medicine in Oregon i3 graduation from a 

naturopathic school or college approved by the State Board of Naturopathic 

Examiners which teachua adequate courses in all subjects necessary to the practice 

of naturopathic medicine, The statute also specifies required subjects and 

subjects which the Board may not require, and permits the Board to require other 

subjects at its discretion.

(2) The purpose of these rules is to provide a set of standards and procedure 

by which schools of naturopathic medicine may obtain approval by the Board of 

Naturopathic Examiners in order that graduates of those schools may be permitted to 

take examinations for license.

850-10-221

EXERCISE OP BOARD AUTHORITY

I

(1) The Board may grant provisional approval to a naturopathic college wkich 

has been in continuous operation for at least one year. Provisional approval may 

be for a period not to exceed two and one half years and may not be renewed or 

extended. Provisional approval 3hall not imply nor assure eventual approval under 

ORS 685.060.

(a) In order to obtain provisional approval, a naturopathic college must 

demouutrato compliance with, or adequate planning ana resources to achieve 

compliance with, the standards of Rule 850-10-224, 1 through 17.

(b) The procedures for application, examination, review, and revocation 

of provisional approval shall be the same as those specified for approval 

in Rules 850-10-224, 850-10-225 and 050-10-226.

- 1 -



The following standards shall be used by the Board in considering a naturo­

pathic college's application for approval:

(1) Objectives. The- objectives of the institution shall be clearly stated 

and address the preparation for the naturopathic physician to provide patient care. 

The implementation for the objectives should be apparent in the administration of 

the institution, individual course objectives, and in the total program leading

to the N.D. degree.

(2) Organization. The institution shall be incorporated under the laws of 

the state of its residence as an education corporation. Control shall be 

vested in a board of directors composed of naturopathic physicians and others.

Under no circumstances shall more than one-third of the directors have administrative 

or instructional positions in the college. The directors must demonstrate 

collective responsibility in their: Knew ledge of, and policy decisions

consistent with, thn Articles of Incorporation or Charter, By-laws, and objectives

of the college; support of college programs and active participation in college 

governance; aeloction and oversight of the chief Administrative Officer.

(3) Administration. The education and experience of directors, administra­

tors, supervisors, and instructors should be sufficient to Insure that the student 

will receive educational services concistont with institutional objects. The 

administration of the ir titution shall be such that the lines of authority are 

clearly drawn. The institution shall preseuc with its application a catalog and

a brief, narrative explanation of how the administration of the institution is, 

or ia to be, organized and how the administrative responsibility for each of the 

following ia or ia to bo manuged:

(a) Faculty and 3 caff recruitment

(b) Personnel records management



t
the 9tudent havt: been paid. Each course entry shall include a title, the 

number o f credits awarded, and a grade. The transcript shall separately 

identify all credits awarded by transfer, or examination.

(c) Upon request, all student records and transcripts shall be made

available to the Naturopathic Board of Examiners.

(7) Catalog. The institution shall publish a current catalog at least every 

two years containing the following Information:

(a) Name and address of tha school

(b) Bate of publication

(c) Admission requirements and procedures

(d) A statement of tuition and other fees or charges for which a student

is responsible and a statement on refund policies

(e) A school calendar designating the beginning and ending dates of each 

term, vacation periods, holidays, and other dates of significance to students

(f) Objectives of the institution

(g) A list of trustees (directors), administrative officers and faculty 

members including titles and academic qualifications

(h) A stuteraant of policy about standards of progress required of 

students, including the grading system, m-tn-imum satisfactory grades, 

conditions for Interruption for unsatisfactory progress, probation, and 

re-entry, if any

(i) A description of each course .indicating the number of hours and 

course content, and it3 place in the total program

(J) A description of facilities and major equipment, including library 

laboratory and clinical training facilities

(k) Statements on the nature and availability of student financial 

assistance, counseling, housing, and placement services if any.
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(9) Attendance. The collage shall have a stated policy relative to 

attendance. Students shall be required to spend the last year of the course in 

residence in the collage which confers the degree.

(10) Curriculum. The curriculum of the college shall be designed and presented 

to meet or exceed the statutory requirements of length and content. The following 

standards are intended not as an exact description of a college's curriculum, but 

rather as guidelines for the typical acceptable program. It is expected that the 

actual program taught by each college will be prepared by the academic depart­

ments of the institution to meet the needs of their students and will exceed the 

outline present here. This policy has been adopted to preserve the autonomy and 

uniqueness of each naturopathic institution, and to encourage innovative and ex­

perimental programs enhancing the quality cf naturopathic education.

(a) Basic Science

Anatomy (Includes Histology and Embryology - 350 hours
Physiology ...» ......250 hours
Pathology  125 hcurs
Biochemistry      125 hours
Public Health (Includes Public-Health,

genetics, microbiology, immunology. 175 hours
Naturopathic Philosophy......................... 100 hours
Pharmacology  100 hours

(b) Clinical Sciences

I. Diagnostic Courses

Physical diagnosis    75 hours
Clinical diagnosis.    .......... j 100 hours
Laboratory diagnosis............................ 50 hours
Radiological diagnosis..........................  50 hours

II. Therapeutic Courses

Materia Medica (Botanical medicine) .150 hour3
Homeotherapeutics, Emergency Drugs) _________
Nutrition......................................... 125 hours
Physical Medicine................................ 150 hours
Psychological Medicine..........................  75 hours



(d) Name and course number of aach course taught

(e) Other noa-instructicnal responsibilities, if any, and the proportion 

of the, faculty member's time devoted to them.

(f) The length of time associated with the college.

*

(13) Library. The library shall be staffed, equipped and organized to adequately 

support the instruction, and research of students and faculty. The college shall 

submit information about the library to include:

(a) Financial support

(b) Circulation

(vs) Number of volumes exclusive of documents

(d) List of periodicals

(e) Li3t of reference books

(f) List of other instructional madia

(g) List of special collections

(h) Staff and operating hours

(i) Arrangements for student and faculty access to library facilities at

other institutions.

(14) Clinical Training. The clinical facilities shall be adequate in size, 

number and resources to provides all aspects of naturopathic diagnosis and 

treatment. There shall be prope::ly equipped roota3 for consultatlon, physical 

examination, and therapy, and a pharmacy, laboratory, and radiological equipment. 

A licensed and adequately experienced naturopathic physician must be present JLn 

the clinic at all times which the clinic is open and in direct supervision of 

diagnosis and treatment of patients by students. The ratio of adequate../ pre­

pared studenced to clinical staff snail be such that patient care and stv..:ent 

experience are optimized while the competence of the student is evaluated.
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accrcdiaticr>. by the Council cn Naturopathic Medical education, Inc., or other 

accrediting agency acceptable to the Board.

(2) Final action for approval by the Board will be held open to the public 

and the applicant college shall ba invited to attend.

850-10-226

Revocation of Approval

Approval obtained under ORS 685.060 nay be revoked for proper cause by 

the Board at its di« ..ration, after a hearing. Such hearing shall be held ia 

accordance to Model Rules of Procedure applicable to contested cases.



N A T U R O P A T l f — THE_HEDICIiIE._QF THE FUTURE

Naturop athic Medicine compris es a h o l ist ic system of h e alin g based 
upon its ov/n unique concepts of health and disease. N a t u r o p a t h y  m ay be 
defined as a philosophy, science, and art that follows specific 
physical, chemical, biological, mental, and s piritual laws in the 
restoration and mainte n a n c e  of health and the c orrection of physical 
disorders, w i t h o u t  the use of s y n t h e t i c  d rug s or major surgery. For both 
short-term relief and long- range cure, it util izes Nature's mo st 
beneficial agents, based on the pr emises that the natural conditio n of 
the human body in normal c i r c u m s t a n c e s  is one of health and and 
viability, and that the body is able to heal itself. Disease implies a 
block in this self -healing ability.

W h i l e  natu ro p a t h i c  physicians  are c o n c e r n e d  w i t h  the immediat e 
precur s o r s  of an illness, equal c o n s i d e r a t i o n  is given to underl y i n g  
c ausa l factors and circumstances  that are f r e q u e n t l y  associ a t e d  w i t h  
m a n y  disorders. Particular e m p hasi s is p l a c e d  on the m a i n t e n a n c e  of 
health  anu the prevention of disease  throu gh health e d u c ation in 
nutrition, physical fitness, m en tal hygiene, and other aspects of b odi ly 
care.

The n a turopa thic p h y s i c i a n  first famil i a r i z e s  himself w i t h  w h a t  
consti t u t e s  natural living; then he learns to d e t e c t  by d i a g n o s t i c  signs 
how, when, and where departu re fr om the n orma l or natural has t aken  
place, and applies his knowledge and skill, aided by n a t u r o p a t h i c  
therapies, to help bring about a return to the normal and natural 
c ondition that is called health. N ature heals and cures; the 
n a turopath ic phys ician interpre ts N a t u r e ' s  laws for and lends 
intelligent assi stance to the patient. A  major emphasis in
n a tur opathic trea tment is the equal resp on s i b i l i t y  of the patient for 
his own health. Patients w h o  come to a n a t u r o p a t h i c  p h y s i c i a n  must w a n t  
to be wello

N a t uropath ic physicians treat c o n d i t i o n s  that fall w i t h i n  thf scope 
of general medical practice; cardiovas cular, respiratory,
gastrointestinal, g yneco l o g i c a l  and obstetrical, genitourinary, 
geriatric, pediatric, ne urological, psychiatric, m uscul oskeletal, and 
other orthopedic disease are treated by the n a t u r o p a t h i c  pract itioner. 
In addition, many n a t u r o p a t h i c  physic i a n s  special ize in one or more 
therapeutic m o d a l i t y  or o r ganic system. W h e r e  indicated in the 
diagnos is and treatment of a patient, n a t u r o p a t h i c  physicians coooperate  
freely with licensed physicians in the other healing professions.

N a turooathv as Philosophy. Science, and Art

The philos o p h y  of n a t u r o p a t h i c  medic i n e  is based upon the premise 
that man is part of his e n viro nment and is always i nfluenced by it to 
some extent. Therefore, the h ealth of a person's body and mind is 
governed by the same natural laws that apply to all living organisms. 
For example, physiologica l science has d e m o n s t r a t e d  that the natural 
laws by w h i c h  man must abide include nutrition, oxyg enation, 
elimination, circulation, and excretion. Disease may be v iewed  as 
altered p hysi o l o g y  or p athology and results when man does not follow or 
actually violates natural or bio log i c a l  laws. In treating disease, 
naturopathic p hysicians utilize " t h e r a p e u t i c” mod a l i t i e s  that are 
compatible with these laws and t h ereby restore health. The two 
principal p h i l osophica l axioms of n a t u r o p a t h i c  medicine, therefore, are 
"Vis Medicatr ix Naturae" ("the h e a l i n g  power of nature") and "Do No 
H a r m . "

The science of n aturo p a t h i c  m e d icine entails a thorough and 
rigorous study of all the basic m e d i c a l  sciences, including anatomy, 
physiology, histology, biochemistry, and micro biology. After m a s t e r y  of 
the basic medic al sciences, the subjects or d i a g n o s i s  (physical, 
clinical, symptomatological, radiological, and laboratory) are of the



X 
% *

T h e  H i s t o r y  a n d  S c o n e  of..Na.t.m.o.pa.fchic. M e d i c i n e

W h i l e  t h e  n a m e  " n a t u r o p a t h y "  i s  o f  c o m p a r a t i v e l y  r e c e n t  o r i g i n ,  i t s  

p h i l o s o p h y  a n d  p r a c t i c e s  c a n  b e  t r a c e d  t o  a n t i q u i t y .  N a t u r o p a t h y  d o e s  
n o t  d i s c a r d  a m e t h o d  b e c a u s e  i t  i s  o l d ;  n e i t h e r  d o e s  i t  e m b r a c e  a 

t e c h n i c  s i m p l y  b e c a u s e  i t  i s  n e w .  I t s  m e t h o d s  a n d  t e c h n i q u e s  h a v e
t e s t e d  u p o n  t h e  a n v i l  o f  t i m e  a n d  e x p e r i e n c e  a n d  h a v e  b e e n  p r o v e n  t o  b e

e f f e c t i v e .
Many of the meth ods of treatment w h i c h  the na turo p a t h i c  physician 

employs have been in use since the p r e h i s t o r i c  period. Sunshine,- fresh 
air, heat, exercise, water, clay and mud baths, and the like served as 
agents for cure long before man knew how to heal by non-natural means.
We see a similar situation among animals, which have always known
"instinctively" how to treat themselves.

In ear ly h i s t o r i c a l  times, massage, manip u l a t i o n  of a crude type, 
more e x p l i c i t  rules of diet and hygiene inculcated by religious 
d o c t rines w e r e  added  to the t h erapeutic regimen. The G ree ks contributed 
athletics and physical culture, w h i l e  the Romans made e xtensive use of 
therapeu tic baths of all kinds.

D urin g m e d i e v a l  times the Church f o s t ered the various healing arts, 
among which the m e t hods of n a tural healing were outstanding. After the 
Renaissance, the N a t u r e  Cure m o v e m e n t  continued to d e v e l o p  in Central 
Europe, where it received c o n s i d e r a b l e  attention.

The latter part of the ninet e e n t h  c e ntury marlked the beginning of 
the developmen t of n a t u r o p a t h y  as we know it: today. Such men as
Priesnitz, Rickli, Kuhne, Bilz, Schuessler, Father Kneipp, Just, 
Lahmann, Ehret, and othe rs made important contribution s to the natural 
h e ali ng arts. T h e y  did m u c h  to popular ize the work which w a s  now called 
n a t u r o p a t h y  by incorporating natural neal ing m e thods into the 
alrea d y - e x i s t i n g  p ractices of h o m e o p a t h y  An Central Europe by Lust, 
Lindlahr, Carey, and others. A d d i tions to the methods of the natural  
healing arts wer e now being made ve ry rapidly. N a t u r o p a t h y  was formally 
introduced in this c o untry a p p r o x i m a t e l y  75 years ago.

N aturo p a t h i c  m e d i c i n e  is p r a c ticed throughout the w o rld. 
N a t uropath ic medicine is c u r r e n t l y  recognized in the states of Arizona, 
Connecticut, Florida, Hawaii, Oregon, Utah, and W a s h i n g t o n  as well as 
the Canad i a n  provinces of Alberta, British Columbia, Manitoba, Ontario, 
and Sa skatchewan. Preli m i n a r y  steps for lic ensing have been started in 
several states. In Engla nd and other coun tries of the Commonwealth, 
professional a s s oc iations of n a t u r o p a t h i c  physicians have been in 
existence for many years. Many European cou ntries grant recognition to 
naturopathic  physicia ns equal to that of all major healing professions. 
Germany has some 4,300 natur o p a t h i c  practitioners. This is truly the 
medicine of the future.

H q .w — t-Q. B e c o m e  a N a t u r o p a t h i c  P h y s i c i a n

The first step in becoming a n a t u r o p a t h i c  physician is admission to 
an es tabl i s h e d  college of natur o p a t h i c  medicine. The National College 
of Naturo p a t h i c  Medicine is a four-year, N.D. degr ee - g r a n t i n g  
institution locat ed at 11231 5.E. Market St., Portland, OR 97216. The 
Student R e c r u i t i n g  Offic e w i l l  be able to provide you with more 
information about NCMM's c u r r i c u l u m  and admissi ons procedures.

The four years at The National College of Naturopat hic Medicine are 
spent in a thorough study of the basic m e d i c a l  sciences followed by two 
years of work in the clinical sciences, in w h i c h  students see patients 
in the O u t p a t i e n t  Clinic and d e v e l o p  more specialized expertise in 
therapeutic modalities, di agno s t i c  procedures, and medical specialties 
such as o bstet r i c s  and gynecology, endocrinology, and the like. The 
clinical science years are an important transitional period in the

'  ■'? ■ n 'rT C ^ T . g f a p . r — R-------



J a n u a r y  27, 1984.

Dear Committee Members:

I know that you are concerned with whom in the department of commerce 

would be qualified to test and properly examine naturopathic applicants 

for licensure if no Naturopathic Board of Examiners is established at 

this time. I recommend that the department request form other states that 

license n a t u r o p a t h s , and from the approved naturopathic schools who teach the 

subjects being tested, questions and examinations with appropriate answers for 

use as a resource in Alaska's examinations. Other Naturopathic Licensing 

Boards and approved naturopathic schools could be consulted for guidelines 

vih«n the department lacks knowledge reguarding n a t u r o p a t h y . When a pre- 

estaolished number of nuturopaths aro licenced in Alaska, a Board of 

Naturopathic Examiners could then bo established which would then consist of 

licensed naturopaths and public members.
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STATE OF ALASKA 

DEPARTMENT OF C O E R C E  AND ECONOMIC DEVELOPMENT

In the  n n c t e r  o f  : )
)
)

PATTON 0 .  PETTIJOHN,N.D. . )
)

 ’ R e s pondent__________________________ )

P i l e :  8 4 - 0 0 1

TEHPOU/.RY CEASE AND DESIST ORDEP.
(AS Ob. 0 1 . 0 8 7 ( b ) ( I ) )

TO: P a t t o n  D. P e t t i i o h n ,  M.D.
515 Most N o r t h e rn  L i g h t s  B ou le v a rd
Ancho rag e ,  A la s k a  99503

1 .  As a r e s u l t  o f  an i n v e s t i g a t i o n  conduc ted  by th e  D i v i s i o n  o f  

O ccupa r I o na  1 L i c e n s i n g ,  i t  has been de t e rm ined  t h a t  you a re  engaged in  theJ
following activity:

Cn and a f t e r  J u l y  2 6 ,  1983 ,  you d i agno sed  a med ica l  prob lem o f  
C h e r y l  J o n e s ,  Anchorage .  Y ou r  e x am in a t i o n  and d i a g n o s i s  p r o c e s s  
i n c l u d e d  y ou r  p e r s o n a l l y  t a i l i n g  a b l o o d  sample f rom Ms. Jones  
by n e e d l e  and s y r i n g e ,  and by c o n du c t i n g  what Ms. Jones 
d e s c r i b e d  a s  a u r i n a l y s i s .  You a r e  a l l e g e d  t o  have p rocessed  
the  b l o o d  and u r i n a l y s i s  t e s t s  a t  "a l a b " ,  and t h e r e a f t e r  a n a l y z e d  
and i n t e r p r e t e d  t h e se  t e s t s  p e r s o n a l l y .  You adv i s e d  Ms. Jone s  t h a t  
you had d i agno sed  h e r  n rob lem  a s  v a g i n i t i s .  You p r e s c r ib ed  and s o l d  
v a r i o u s  v i t am in s  t o  Ms. Jones  and p r o v id e d  he r  w ith  a d i e t  a n a l y s i s  
and d i e t  i n s t r u c t i o n s  which Ms. J one s  b e l i e v e d  t o  p e r t a i n  t o  h e r  
g e n e r a l  h e a l t h .  Fo r  h e r  " v a g i n i t i s "  you gave h e r  on ly  an e x c e rp t  
f r om  an unnamed magazine which e x p l a i n e d  t r e a tm en t  f o r  v a g i n i t i s  
by a n a t u r a l  method. You d i d  not r e f e r  he r  f o r  t rea tment  t o  any 
o t h e r  h e a l t h  c a r e  p r o f e s s i o n a l . .

I t  h a s  a l s o  been de te rm ined t h a t  d u r i n g  Janua ry  1983 you d i agno sed  
a m ed ic a l  p rob lem f o r  one Drew H o l t ,  a n o r t h  s l o p e  employee .  Your  
e x am in a t i o n  conc luded th a t  Mr. H o l t  had b u r s i t i s .  You t r e a t e d  him 
w i t h  d i a the rmy  and u l t r a s o u n d ,  and ,  on January  L9, 1983 , you j d v i s e d  
h i s  emp lo y e r  t h a t  he was ag a in  f i t  t o  r e t u r n  t o  work with r e g u l a r  
dut i e s .

2 .  T h i s  c o n s t i t u e s  t.hc p r a c t i c e  o f  med ic ine  as d e f i n e d  under  A la s k a  

S t a t u t e  0 8 . 6 6 . 3 8 0 ( 2 ) ,  which s t a t e s  t h a t  t h e  p r a c t i c e  o f  med ic ine means (A) f o r

a f e e ,  d o n a t i o n  o r  o t h e r  c o n s i d e r a t i o n ,  t o  d i a g n o s e ,  t r e a t ,  o p e r a t e  on ,  p r e s c r i b  

f o r ,  o r  a d m i n i s t e r  t o ,  any human a i lm e n t ,  b l em i s h ,  d e f o rm i t y ,  d i s e a s e ,  d i s f i g u r e  

meat ,  d i s o r d e r ,  i n j u r y ,  o r  o t h e r  menta l  o r  p h y s i c a l  c o n d i t i o n ;  o r  t o  attei r .pt t o  

p e r f o rm  o r  r e p r e s e n t  t h a t  a pe rson i s  a u t h o r i z e d  t o  p e r f o rm  any o f  t h e  a c t s  s e t  

out in  t h i s  s u b p a r a g r a p h .

3 .  T r u e s t i g a t i o n  r e v e a l s  t h a t  you a r e  p r a c t i c i n g  w i thout  a l i c e n s e  

i s s u e d  u n d e r  AJ 0 8 . 6 6 .  T h i s  i s  in v i o l a t i o n  o f  AS 2 8 . 5 6 . 1 7 0 .
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4 .  N o t i f i c a t i o n  h a s  been made t o  th e  mourners o f  t h e  S t a t e  Medica l 

Hoard o f  t h e  p r opo sed  i s s u an ce  o f  t h i s  Tempora ry Lease and D e s i s t  O rde r  and 

a m a j o r i t y  o f  the  members do no t  o b j e c t  t o  i t s  i s s u a n c e .

IT I S  TMEP.EFOP.E ORDERED pu r su an t  t o  AS 0 8 . 0 1 . 0 8 7 ( b )  ( 1 )  th a t  you 

immed ia te ly  CEASE AMD DESIST f r om  the  f u r t h e r  p r a c t i c e  o f  med ic ine  in the 

S tacc  o f  A la s k a  u n t i l  you a r e  p r o p e r l y  l i c e n s e d  by the  S t a t e  Medica l  Board 

unde r  AS 0 8 . 6 4  .

Upon y o u r  w r i t t e n  r e q u e s t  w i t h i n  15 days o f  r e c e i p t  o f  t h i s  o r d e r  

a h e a r i n g  w i l l  be s e t  and t h c r e a t t e r  a f u r t h e r  o r d e r  w i l l  be e n t e r e d ;  i f  

no such r e q u e s t  i s  r e c e i v e d ,  t h i s  o r d e r  s h a l l  s tand  as  e n t e r e d ,

T h i s  o r d e r  i s  e f f e c t i v e  upon r e c e i p t  by you .

DATED t h i s  day o f  j C  . f o ' _____1983 ,  a t  Juneau ,  A l a s k a .

BY OP.DEP. OF

COMMISSIONER 
DEPARTMENT CF COMMERCE 
AMD ECONOMIC DEVELOPMENT

./ /

HARRY TP.IXOER, D i r e c t o r  /  
D i v i s i o n ^ o f  Occupat i o n a i c o n s i n g

03-M30(Rev. 1/79)



LEGISLATIVE AFFAIRS AGENCY

II E M O R A N D U  M  F e b r u a r y  16, 1984

SUBJECT: Re gula t i o n  of Naturopaths
(CSIIB 347 (HESS))

TO: R e p r e s e n t a t i v e  Niilo K o p o n e n

FROM: T ama ra Brandt Cook
D e put y D i r e c t o r  ^
Divis i o n  of Legal S e r v i c e s .  /

Here is a draft of CSHB 347 (HESS) incorporati ng the changes 
that you requested, w i t h  one exception. Under Section 
08.45.160(b)(2) y o u  asked me to add "drugs" to the p r o h i b i­
tion against the use of co ntrolled substances and this I was 
not able to do in a w a y  that w o u l d  lead to a sensible or 
desirable result.

Under this draft that p a r a g r a p h  prohibits a n aturo p a t h  from 
p r esc ribing or using ". . .controlled substances as defined 
in AS 11.81.900(b)(6). . . ." The refere n c e d  section in 
turn refers to another section, AS 11.71.900(4) that 
includes drugs w i t h i n  the d efini t i o n  of controlled 
s u b s t a n c e s :

" controlled substance" means a d r u g , substance, or i m­
mediate p r e c urs or included in the schedules set out in
AS 11.71.140 - 11.71.190;" (Emphasis added)

By using the term "controll ed substance" in this draft, 
drugs of a type that are regulated under state law have been 
included, from those deemed most dangerous (schedule IA 
drugs) to those deemed least dangerous (schedule VIA drugs). 
In v i e w  of the very comprehe nsive d efini t i o n  of controlled 
substance, I fear that adding the w o r d  "drugs" to the p r o h i­
bition w o u l d  have the result of p r e c l u d i n g  the use by a 
naturo path of m a n y  items available to every other person 
w i t hout a prescription, like aspirin or common 
over-t h e - c o u n t e r  cold remedies.



Repres e n t a t i v e  N i i l o  K o p o n e n  
Page 2
F e b r uary 16, 1984

For you i nfo rmation I am including a copy of all of the 
types of drugs that are contro l l e d  substances and, c o n s e­
quently, already c o vered  by this draft. If I can be of f u r­
ther assistance, p lease let m e  know.

T B C :ojb
J3/103 Enclosure



The National College of Naturopathic Medicine
11231 S.E. Market St., Portland,Oregon 97216 503 / 255-4860

NATUROPA THIC MEDICINE

Naturopathic Medicin e is a distinct system o£ healing, a 
phiLosophy, science, art and practice which seeks to promote 
health through educ ation and -the rational use o£ natural agents 
and processes. As a separate profession, naturopathic medicine 
in North America traces its origins to Dr. Benedict Lust. Late 
in the nineteenth century, Lust came to the United States from 
Cermany to practice and teach Hyd rotherapy and "Nature-Cure" 
techniques popularized by Preissnitz, K n eipp and others in 
Europe. A committee of these practicioners met in 1900 and 
determ i n e d  that the practice incorporate all natural methods of 
healing, including such elements as botanical medicines, 
homeopathy, nutritional therapy, medical electricity, psychology, 
and the emerging m a nipulati ve therapies. They called tkp.ir 
profession "Naturopathy", a term first used by Dr. John h‘. 
Scheel, a German Homeopath. The American School of Naturopathy 
in New York City, founded by Dr. Benedict Lust, graduated its 
first class in 1902.

Although the name "naturop athic" is of relatively recent 
origin, the philosophical basis and many of the methods of 
naturopathic medic ine are ancient. The moJern naturopathic 
physician is a true heir to the Hi ppocratic tradition in 
Med i c i n e .

PHILOSOPHY

The human body possesses enormous power to heal itself 
through mechanisms of homeostasis - restoring balance .In 
structure and function and a d a pting to environmental changes. 
This vital force, the "vis inedicatrix naturae", i.s the foundation 
of naturopathic p hilosophy and practice. The naturopathic 
physician uses those therapeutic substances and techniques which 
act in harmony with the body's self- healing processes and avoids 
treatments which are designed to counteract or supervene them.. 
Ideally, naturopathic methods are applied as a means of assisting 
and a u g m e n t i n g  this "healing power of nature". A cornerstone of 
natural therapy is cleansing, d e t o x i f i c a t i o n  and regeneration.

Naturopathic medicine is a wholistic approach to health. By 
taking into c o n s iderat ion heredity, biochemical, emotional, 
environme ntal and psychological factors, disease manifestations 
are thus acknowledged from a polycausal perspective. Disease as 
a process rather than disease as an entLty is empahsized and an 
understanding  of the individual as an expression of the dynamic 
process of life is developed.



SCIENCE

The science of naturopathic medicine is a comprehensive body 
of k n o w l edge derived from traditional and contemporary sources. 
It is a record of o bserv a t i o n  and research in diverse cultures 
and throughout history. Included in this science are the 
discip l i n e s  common to all healing arts; a thorough study of the 
human organism, how it iss influenced by all aspects of its 
environment, and techniques of d i s c o v e r i n g  the nature of the 
di sease process. Naturopathic physicians apply the latest 
research in all branches of medical science and technology to 
their field, from d iscoveries of new facts about human 
physiology, b iochemistry and nut rition to the most modern 
d i a g n o s t i c  tools and techniques.

Beyond these conventional studies, naturopathic medical 
science also embraces other d iagnostic and proven therapeutic 
techniques which reflect its philosophical principles.

ART

The art of naturopathic medicine is essentially the 
applic a t i o n  of philosophy and science to the individual. The 
naturopa thic .physician develops an ability to gain insight into 
the causes and effects of personal health problems and to use his 
or her own knowledge and skill to assist patients in finding 
solutions. Only in the role of teacher - the literal meaning of 
"doctor" - can a physician practice truly preventative medicine. 
In helpin g people to understand how the choices they make about 
their lives have an effect on their health, naturopathic 
physicians provide health education. The ultimate role of the 
physician is to provide each patient wi th the tools to achieve 
the highest possible level of health and the encouragement to use 
these tools.

PRACTICE

The naturopathic physician is trained as a general 
practitioner, able to provide a wide range of individual, family 
and community health services to persons of all ages.

Naturopathic treatment of illnesses, injuries, and
reversible pathologies embraces the psychological and emotional, 
nutritional, biochemical, neurological, and physical therapeutic 
modes. These methods are administered in c ombi nation to produce 
a maximal desired response or therapeutic effect.

The therapies employed by the naturo pathic physician 
include, but are not limited to the following:

1. CHINESE MEDICINE AND A C UPUN CTURE are concerned with the 
basic concepts of balance in and correct m o b i l i z a t i o n  of the 
body's internal energy flow.



2. HO MEOP A T H Y  uCi.Li.zes Che naturaL law of similars (like
cures like) in CreaCing highly personalized "symplotn picCures" 
displa yed by paCienCs, a healc h profile ChaC is derived from 
exccnsive life hisCories and life sCyle analysis.

3. PHYSICAL MEDIC INE explores Che physiological effects and 
therapeutic use of heat, light, wacer, electricity, and sound.

4. . NUTRITION focuses on diet and the uses of food stuffs, 
including vitamins, to correct nutritional deficiencies or 
imbalancees as well as dietary therapies for specific metabolic 
c o n d i t i o n s .

5. BOTANICAL MEDICINE involves a d e t ailed survey of plants 
and plant knowledge, integrating traditional herbal knowledge 
with modern pha rmacological research.

In all cases, the naturopathic physici an emphasizes the patient's 
responsibility towards his/her own health and well-being.

BECOMING A NATUROPATHIC PHYSICIAN

The first step in becoming a natur opathLc physician is 
a pplication  to an established college of naturopathic medicine. 
The National College of Naturopathic Medicine is a four-year, 
N.D. d e g r e e - g r a n t i n g  institution located in Portland, Oregon. 
The Admissions Office will be able to provide , j with more 
information abou: NCNM's curri c u l u m  and specific admissions
p r o c e d u r e s .

The four years at The National College of Naturopathic 
Medicine are spent in a thorough study of the basic medical 
sciences, followed by two years of work in the clinical sciences. 
During the Latter, students see patients in the Outpatient 
Clinic, and develop more specialized expertise in therapeutic
modalities. The clinical science years are an important 
transitional period in the d e velopm ent of the student to a 
practi cing natur opathic physician. In addition, NCNM's new
curric u l u m  allows a student to concentrate in certain areas of 
Interest including those listed above. Because of extensive 
contact with patients under the super vision of a licensed 
naturopathic physician, and the flexibility that permits students 
to develop specialized skills and knowledge, the clinical years 
are generally viewed as the most rewarding and e x c i t i n g — when 
being a naturop athic physician becomes a reality.

Upon graduation, most n a turo pathic physicians set up a 
private, general practice, though some physicians, by choice, 
limit their practice to certa in classes of problems or
therapeutic modaLities. Since naturo p a t h i c  medicine is a
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re-emerging profession, most physicians need to be "trail 
blazers" to some degree by e stabl i s h i n g  themselves independently 
in a comm unity whi ch may have little u n d e rst anding of what a 
natur o p a t h i c  phy sician is and what he does. This provides both a 
personal and a professional challenge, a challenge that is 
c o nsi stently met with enthusiasm.

Opport u n i t i e s  for post-gradu ate study or specia 11 y'i i.. i ning 
are p resently limited. Only a few clinical residencies are 
available to graduates of NCNM. In the future, when the 
profession of n a turo pathic medicine grows and prospers as is 
inevitable,- inpatient hospitals and other long-term care 
facilities- will a l l o w  for even greater exposure to a variety of 
patients and ailments as well as greater opportunity for 
specia l i z a t i o n  at a p ost-graduate level.

In the words of John B. Bastyr, N.D., President Emeritus of 
NCNM, "It takes a special kind of person to meet the challenges 
of n a t uro pathic e d u c a t i o n  and p r a c t i c e — one who is dedicated to 
the service of others through healing and health education, 
remem b e r i n g  always that he or she is merely a channel for the 
healing power of nature." If you are such an individual, we 
would encourag-.j you to pursue a career in natu ropathic medicine 
at NCNM, and again to quote Dr. Bastyr, "brightly light the path 
to tomorrow's health care."

Further inquiries about naturopathic medicine and the 
National College of Naturopathic Medicine may be directed to:

ADMISSIONS OFFICE 
NATIONAL COLLEGE OF NATUROPATHIC MEDICINE 

11231 SE M ARKE T ST.
PORTLAND, OREGON 97216 

503-255-4860

November 1982
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S U B J E C T :

TO:

FROM:

Here is a arart or utiHb uuiss; incorporating tne cnanges 
that y o u  requested, w i t h  one exception. Under Section 
08.45.160(b)(2) y o u  asked ne to add "drugs" to the p r o h i b i­
tion against the use of controlled substances and this I was 
not able to do in a w a y  that w o u l d  lead to a sensible or 
desira ble result.

Under this draft that paragr aph prohibits a na tur o p a t h  from 
prescr i b i n g  or u s i n g  ". . .controlled substances as defined 
in AS 11.81.900(b)(6). . . ." The r efe renced section in 
turn refers to a n o ther section, AS 11.71.900(4) that 
includes drugs w i t h i n  the defin ition of controlled 
s u b s t a n c e s :

"contr o l l e d  substance" means a d r u g , substance, or i m­
med i a t e  pr ecu r s o r  included in the schedules set out in
AS 11.71.140 - 11.71.190;" (Emphasis added)

By using the term "contr o l l e d  substance" in this draft, 
drugs of a type that ar? regulated under state law have been 
included, from those d emed most dangerous (schedule IA 
drugs) to those deem ed least dangerous (schedule VIA drugs). 
In v i e w  of the very comprehensive d efinition  of controlled 
substance, I fear that adding the x^ord "drugs" to the p r o h i­
bit i o n  w o u l d  have the result of p r e c l u d i n g  the use by a 
n a t u r o p a t h  of m a n y  items available to every other person 
w i t hout a prescription, like aspirin  or common 
o v e r - t h e - c o u n t e r  cold remedies.

R e g u l a t i o n  of Naturopaths 
(CSHB 347 (HESS))

R e p r e s e n t a t i v e  Niilo K o p o n e n

T a m a r a  B randt Cook
D eputy D i r e c t o r  ^
D i v i s i o n  of Legal Services. /
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S c h e d u l e  IA.

(a) A  s u b s t a n c e  s h a l l  b e  p l a c e d  i n  s c h e d u l e  I A  i f  i t  i s  f o u n d  

u n d e r  A S  1 1 . 7 1 . 1 2 0 ( c )  t o  h a v e  t h e  h i g h e s t  d e g r e e  o f  d a n g e r  o r  

p r o b a b l e  d a n g e r  t o  a p e r s o n  o r  t h e  p u b l i c .

(b) S c h e d u l e  I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  l i s t e d  

i n  a n o t h e r  s c h e d u l e ,  a n y  o f  t h e  f o l l o w i n g  s u b s t a n c e s  w h e t h e r  

p r o d u c e d  d i r e c t l y  o r  i n d i r e c t l y  b y  e x t r a c t i o n  f r o n  s u b s t a n c e s  o f  

v e g e t a b l e  o r i g i n ,  o r  i n d e p e n d e n t l y  b y  n e a n s  o f  c h e m i c a l  

s y n t h e s i s ,  o r  b y  a c o m b i n a t i o n  o f  e x t r a c t i o n  a n d  c h e m i c a l  

s y n t h e s i s :

(1) o p i u m  a n d  o p i a t e ,  a n d  a n y  s a l t ,  c o m p o u n d ,  d e r i v a t i v e ,  o r  

p r e p a r a t i o n  o f  o p i u m  o r  o p i a t e ,  e x c l u d i n g  a p o m o r p h i n e ,  

d e x t r o r p h a n ,  n a l b u p h i n e ,  n a l o x o n e ,  a n d  n a l t r e x o n e ,  a n d  t h e i r  

r e s p e c t i v e  s a l t s ,  b u t  i n c l u d i n g  t h e  f o l l o w i n g :

(A) r a w  o p i u m ;

(D) o p i u m  e x t r a c t s ;

(C) o p i u m  f l u i d  e x t r a c t s ;

(n) p o w d e r e d  o p i u m ;

(E) g r a n u l a t e d  o p i u m ;

(F) t i n c t u r e  o f  o p i u m ;



(H) e t h y l m o r p h i n e ;

(I) e t o r p h i n e  h y d r o c h l o r i d e ;

(J) h y d r o c o d o n e ;

(K) h v d r o m o r p h o n e ;

(L) m e t o p o n ;

(fl) m o r p h i n e ;

(N) o x y c o d o n e ;

(0) o x v n o r p h i n e ;

(P) t h e b a i n e ;

(2) any salt, compound, derivative, or prepa ration of a 

substance included in (b)(1) of this section which is c h e m i c a l l y  

e q u i v a l e n t  or identical to any of the substances referred to in

(b)(1) of this section; however, these substances do not include 

the isoq uinoline alkaloids of opium;

(3) opium poppy and poopy straw;

(4) con cen t r a t e  of poppy strav which is the crude e x trac t of 

poppy straw in either licruid solid, or powder form which 

contains the p h e n nanth rine alkaloids of the opium poppy.

(c) Sched u l e  IA includes, unless s p e c i f i c a l l y  excepted or unless 

listed in another schedule, any of the following opiates,



including their isomers, esters, ethers, salts, and salts of 

isomers, esters, and ethers, whenever the existence of these 

isomers, esters, ethers, and salts is possible w i t h i n  the 

specific chemical designation, d e xtro rphan excepted:

(1) a c e t y l m e t h a d o l ;

(2) allylprodine;

(3) a l p h a c e t v l n e t h a d o l ;

(4) alphameprodine;

(5) a l p h a m e t h a d o l ;

(6) alphaprodine;

(7) anileridine;

(8) b e n z e t h i d i n e ;

(9) b e t a c e t v l m e t h a d o l ;

(10) betameprodine;

(11) b e t a m e t h a d o l ;

(12) b e t a p r o d i n e ;

(13) bezitranide;

(14) c l o n i t a z e n e ;

(15) d e x t r o n o r a n i d e ;

(1G) diampronide;



d i e t h y l t h i a n b u t e n e ;

(in d i f e n o x i n ;

(19 d i h y d r o c o d e i n e ;

( 2 0 d i n e n o x a d o l ;

(21 d i m e p h e p t a n o l ;

(22 d i m e t h v l t h i a m b u t e n e ;

(23 d i o x a p h e t v l  b u t y r a t e ;

(24 d i p h e n o x y l a t e ;

(25 d i p i p a n o n e ;

(26 e t h y l m e t h y t h i a m u t e n e ;

(27 e t o n i t a z e n e ;

(28 e t o x e r i d i n e ;

(29 f e n t a n y 1;

(30 f u r e t h i d i n e ;

(3.1 h y d  r o x  p e  t h  i d  i n e ;

(32 i s o i n e t h a d o n e  ;

(33 k e t o b e m i d o n e ;

(34 i e v o m e t h o r p h a n ;

(35 l e v o n o r a n i d e ?



(36) l e v o r p h a n o l ;

(37) l e v o p h e n a c y l i . T o r o h a n ;

(38) m e p e r i d i n e ,  a l s o  k n o w n  a s  p e t h i d i n e ;

(39) n e t a z o c i n e ;

(40) m e t h a d o n e ;

(41) m e t h a d o n e - i n t e r m e d i a t e ,  4 - c v a n o - 2 - d i m e t h y l a n i n o - 4 , 4- 

d i p h e n v l  b u t a n e ;

(42) m o l a m i d e - i n t e r m e d i a t e ,  2 - m e t h y l - 3 - m o r p h o l i n o - l ,  1 - d i p h e n y l -  

p r o p a n a - c a r b o x v l i e  a c i d ;

(43) m o r p h e r i d i n e ;

(44) n o r a c y m e t h a d o l ;

(45) n o r l e v o r p h a n o l ;

(46) n o r m e t h a d o n e ;

(47) n o r p i p a n o n e ;

(48) p e t h i d i n e ,  a l s o  k n o w n  a s  m e r p e r i d i n e ;

(49) p e t h i d i n a - i n t e r n e d i a t e - A ,  4 - c y a n o - l - m e t h v l - 4 - p h e n y l  

p i p e r i d i n e ;

(50) p e t h i d i n e - i n t e r m e d i a t e - B , e t h y 1 - 4 - p h e n v l p i p e r i d i n e - 4 -  

c a r b o x - y l a t e ;



(51) p e t h i d i n o - i n t e r m e d i a t e - C ,  l - m e t h y l - 4 - p h e n y l p i p e r i d i n e -  4- 

c a r b o x y l i c  a c i d ;

(52) p h e n a d o x o n e ;

(53) p h e n a m p r o m i d e ;

(54 ) p h e n a z o c i n e ;

(55) p h e n o m o r p h a n ;

(56) p h e r i o p e r i d i n e ;

(57) p i m i n o d i n e ;

(58) p i r i t r a m i d e ?

(59) p r o p h e n t a z i n e ;

(60) p r o p e r i d i n e ;

(61) p r o p i r a m ;

(62) r a c e m e t h o v p h a n ;

(63) r a c e m o r a m i d e ;

(64) r a c e m o r p h a n ;

(65) t r i m e p e r i d i n e *

(d) S c h e d u l e  T A  i n c l u d e

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

d e r i v a t i v e s ,  t h e i r  s a l t s ,  i s o m e r s ,  a n d  s a l t s  o f  i s o m e r s  w h e n e v e r



.

t h e  e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o n e r s ,  a n d  s a l t s  o f  

p o s s i b l e  w i t h i n  t h e  s p e c i f i c  c h e m i c a l  d e s i g n a t i o n :

(1) a c e t o r p h i n e ;

(2) a c e t y l d i h y d r o c o d e i n e ;

(3) b e n z y l m o r p h i n e ;

(4) c o d e i n e  m e t h v l b r o m i d e ;

(5) e o d e i n e - n - o x i d e ;

(6) c y p r e n o r p h i n e ;

(7) d e s o n o r p h i n e ;

(P) d i h y d r o m o r p h i n e ;

(9) d r o t e b a n o l ;

( 10) e t o r p h i n e ,  e x c e p t  h y d r o c h l o r i d e  s a l t ;

(11) h e r o i n ;

(12) h y d r o m o r p h i n o l ;

(13) m e t h y l d e s o r p h i n e ;

(14 ) m e t h y l d i h y d r o m o r p h i n e ;

(15) m o r p h i n e  n e t h y l b r o m i d e ;

(16) m o r p h i n e  m e t h y l s u l f o n a t e ;

(17) m o r p h i n e - n - o x i d e ;

i s o n e r s  i s



(13) n y r o p h i n e ;

(19) n i c o c o d e i n e ;

( 20) n i c o n o r p h i n e ;

(21) n o r m o r p h i n e ;

( 22 ) p h o l c o d i n e ;

( 23) t h e b a c o n .

S e c .  1 1 . 7 1 . 1 5 0 .  S C H E D U L E  lift.

(a) A  s u b s t a n c e  s h a l l  b e  p l a c e d  i n  s c h e d u l e  I I A  if  i t  is f o u n d  

u n d e r  A S  1 1 . 7 1 . 1 2 0 ( c )  t o  h a v e  a  d e g r e e  o f  d a n g e r  o r  p r o b a b l e  

d a n g e r  t o  a p e r s o n  o r  t h e  p u b l i c  v/hich i s  l e s s  t h a n  s u b s t a n c e s  

l i s t e d  i n  s c h e d u l e  IA, b u t  h i g h e r  t h a n  s u b s t a n c e s  l i s t e d  i n  

s c h e d u l e  I I I A .

(b) S c h e d u l e  I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  v/hich c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

f o l l o w i n g  h a l l u c i n o g e n i c  s u b s t a n c e s ,  o r  w h i c h  c o n t a i n s  a n y  o f  i t s  

s a l t s ,  i s o m e r s ,  w h e t h e r  o p t i c a l ,  p o s i t i o n ,  o r  q e o m e t r i c ,  o r  s a l t s  

o f  i s o m e r s  w h e n e v e r  t h e  e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o m e r s ,  o r  

s a l t s  o f  i s o m e r s  is  p o s s i b l e  w i t h i n  t h e  s p e c i f i c  c h e m i c a l  

d e s i g n a t i o n :

(1) 4 - b r o m o - 2 ,  5 - d i m e t h o x y - n m p h o t a m i n e ,  a l s o  k n o w n  a s  4 - b r o m o - 2 ,  

5 - d i m e t h o x y - a - m e t h y l p h e n e t h y l n m i n e  a n d  4 - b r o m o - 2 ,  D M A ;



(2) 2 , 5 - d i n e t h o x y a m p h e t a m i n e ,  a l s o  k n o w n  a s  2, 5 - d i n e t h o x y - a -  

n e t h y l p h e n e t h y l a n i n e  a n d  2 , 5 - D M A ;

(3) 4 - m e t h o x v a m p h e t a n i n e ,  a l s o  k n o w n  a s  4 - n e t h o x y - a -  

m e t h y l p h e n e t h y l a m i n e  a n d  p a r a n e t h o x y a m p h e t a n i n e ,  P M  A;

( 4 ) 5 - n e t h o x y - 3 ,  4 - m e t h y l e n e d i o x v - a m p h e t a m i n e ;

(5) 4 - m e t  ' - d i m e t h o x y - a m p h e t a m i n e ,  a l s o  k n o v m  a s  4 - n e t h y l -

2 , 5 - d i n e t h o x y - ^  . . ( e t h y l p h e n e t h y l a m i n e ;

(6) 3 , 4 - n a t h y l e n e d i o x y  a m p h e t a n i n e ;

(7) 3 , 4 , 5 - t r i n e t h o x y  a m p h e t a n i n e ;

(3) b u f o t e n i n e ,  a l s o  k n o w n  a s  3 - ( B - d i n e t h y l a n i n o e t h y l ) - 5 -  

h v d r o x v i n d o l e , 3-  ( 2 - d i m e  t h y  l a n i n o e t h y l )- 5 - i n d o l o l , IT, M - d i -  

n e t h v l s e r o t o n i n ;  5 - h y d r o x y - N ,  M - d i n e t h v l t r y p t a m i n e ,  a n d  n a p p i n e ;

(9) d i e t h y l t r v p t a n i n e ,  a l s o  kno'-r, a s  II, N - d i e t h y l t r y p t a n i n e  a n d  

on?;

(10 ) d i m e t h v l t r y p t a m i n e ,  a l s o  k n o w n  a s  DI1T;

(11) i b o q a i n e ,  a l s o  k n o w n  a s  7 - e t h y l - 6 ,  6 R ,  7, 7, 9, 10, 12, 13

2 . )
o c t a h v d r o - 2 - n e t h o x v - 6 , 9 - m e t h a n o - 5 H - n y r  i d o  , 2 4f--ri Ct> a z e n i n o  

d-r>7 - i n d o l e  a n d  t a b e r n a n t h e  i b o q a ;

(12) l y s e r q i c  a c i d  d i e t h y l a m i d e ,  a l s o  k n o w n  a s  liSr,;

(13) m e s c a l i n e ;

(14) n - e t h y l - 3 - p i p e r i d y l  b e n z i l a t e ;



(15) n - n e t h y 1 - . 3 - p i p e r i d y l  b e n z i l a t e ;

(16) p e y o t e ;

(17) a n a l o g s  o f  p h e n c y c l i d i n e  ( P C P ) ,  i n c l u d i n g :

(A) e t h y l a m i n e  a n a l o g ,  a l s o  k n o w n  b y  s o n e  t r a d e  o r  o t h e r  n a n e s  

a s  f o l l o w s :  f l - e t h y l - l - p h e n y l c y c l o h e x y l a m i n e  (1-

p h e n y l c v c l o h e x v l ) e t h y l a n i n e ,  M - ( 1 - p h e n y l c y c l o h e x y l ) e t h y l a n i n e , 

c y c l o h e x a m . i n e ,  P C E ;

(D) p y r r o l i d i n e  a n a l o g ,  a l s o  k n o v n  b y  s o n e  t r a d e  o r  o t h e r  n a n e s  

a s  f o l l o w s :  1 - ( 1 - p h e n y l c y c l o h e x y l )- p y r r o l i d i n e ,  P C P Y ,  P H P ;

(C) t h i o p h e n e  a n a l o g ,  a l s o  k n o w n  a s  1 -.£1-( 2 - t h i e n v l ) c y c l o h e x y l j  

p i p e r i d i n e  a n d  2 - t h i e n v l a n a l o q  o f  p h e n c y c l i d i n e ,  T P C P ,  a n d  T C P ;

(18) p s i l o c y b i n e ;

(19) p s i l o c y n .

(c) S c h e d u l e  I I A  i n c l u d e s  c o c a i n e  o r  c o c a  l e a v e s ,  a n d  a n y  s a l t ,  

c o n p o u n d ,  d e r i v a t i v e ,  m i x t u r e ,  i s o n e r ,  e s t e r ,  e t h e r ,  o r  

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

i n d i r e c t l y  b v  e x t r a c t i o n  f r o m  c o c a  l e a v e s ,  o r  i n d e p e n d e n t l y  b y  

m e a n s  o f  c h e m i c a l  s y n t h e s i s ,  o r  b y  a c o m b i n a t i o n  o f  e x t r a c t i o n  

a n d  c h e m i c a l  s y n t h e s i s ,  i n c l u d i n g  t h e  i s o m e r s ,  s a l t s ,  a n d  s a l t s  

o f  i s o m e r s  o f  c o c a i n e  a n d  o t h e r  d e r i v a t i v e s  o f  c o c a  l e a v e s  

w i e n e v e r  t h e  e x i s t e n c e  o f  t h e s e  e s t e r s ,  e t h e r s ,  i s o m e r s  o r  s a l t s  

i n  p o s s i b l e ,  b u t  d o e s  n o t  i n c l u d e  d e c o c a i n i z e d  c o c a  l e a v e s  o r  

e x t r a c t i o n s  o f  c o c a  l e a v e s  w h i c h  d o  n o t  c o n t a i n  c o c a i n e  o r  

e c g o n i n e .



(d) S c h e d u l e  I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  w h i c h  c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

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

n e r v o u s  s y s t e m ,  i n c l u d i n g  t h e i r  s a l t s ,  i s o m e r s ,  a n d  s a l t s  o f  

i s o n e r s  w h e n e v e r  t h e  e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o m e r s ,  a n d  s a l t s  

o f  i s o m e r s  is p o s s i b l e  w i t h i n  t h e  s p e c i f i c  c h e m i c a l  d e s i g n a t i o n :

(1) a m o b a r b i t a l ;

(2) m a n d r i x  o r  m a n d r a x ;

(3) m e c l o q u a l o n e ;

(4) m e t h a q u a l o n e ;

(5) p e n t o b a r b i t a l ;

(6) p h e n c y c l i d i n e ,  a l s o  k n o w n  a s  P C P ;

(7) s e c o b a r b i t a l .

(e) S c h e d u l e  I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  w h i c h  c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

f o l l o w i n g  s u b s t a n c e s  h a v i n g  a s t i m u l a n t  e f f e c t  o n  t h e  n e r v o u s  

s y s t e m :

(1) a m p h e t a m i n e ,  i t s  s a l t s ,  o p t i c a l  i s o m e r s ,  a n d  s a l t s  o f  i t s  

o p t i c a l  i s o m e r s ?

(2) m e t h a m p h e t a m i n e ,  i t s  s a l t s ,  i s o m e r s ,  a n d  s a l t s  o f  i t s  

i s o m e r s ;



(3) m e t h y l p h e n i d a t e ;

(4) p h e n m e t r a z i n e  a n d  i t s  s a l t s .

(f) S c h e d u l e  I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t u d  o r  

u n l e s s  l i s t e d  i n  a n o t h e r  s c h e d u l e ,  a n y  m a t e r i a l ,  m i x t u r e ,  o r  

p r e p a r a t i o n  v/hich c o n t a i n s  a n y  q u a n t i t y  o f  t h e  f o l l o w i n g  

s u b s t a n c e s :

(1) i m m e d i a t e  p r e c u r s o r  t o  a m p h e t a m i n e  a n d  m e t h a m p h e t a m i n e :  

p h e n y l a c e t o n e  a l s o  k n o w n  a s  p h e n y l - 2 - p r o p a n o n e ; P 2 P ;  b e n z y l  

m e t h y l  k e t o n e ;  m e t h y l  b e n z y l  k e t o n e ;

(2) i m m e d i a t e  p r e c u r s o r s  t o  p h e n c y c l i d i n e ,  a l s o  k n o w n  a s  P C P :  

(A) 1 - p h e n c y l c l o h e x y l a m i n e ;

(F.) 1 - p i p e r i d i n o c y J l o h e x a n e c a r b o n i t r i l e , a l s o  k n o w n  a s  P C C .

S e c .  1 1 . 7 1 . 1 6 0 ,  S C H E D U L E  I I I A .

(a) A  s u b s t a n c e  s h a l l  b e  p l a c e d  i n  s c h e d u l e  I I I A  i f  i t  is f o u n d  

u n d e r  A S  1 1 . 7 1 . 1 2 0 ( c )  t o  h a v e  a d e g r e e  o f  d a n g e r  o r  p r o b a b l e  

d a n g e r  t o  a p e r s o n  o r  t h e  p u b l i c  l e s s  t h a n  t h e  s u b s t a n c e s  l i s t e d  

i n  s c h e d u l e  I I A  b u t  h i g h e r  t h a n  s u b s t a n c e s  l i s t e d  i n  s c h e d u l e  

IVA.

(b) S c h e d u l e  I I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  v/hich c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

f o l l o w i n g  s u b s t a n c e s  h a v i n g  a s t i m u l a n t  e f f e c t  o n  t h e  c e n t r a l  

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



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

e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o m e r s ,  a n d  s a l t s  o f  i s o m e r s  i s  

p o s s i b l e  w i t h i n  t h e  s p e c i f i c  c h e m i c a l  d e s i g n a t i o n :

(1) b e n z p h e t a m i n e ;

(2) c h l o r p h e n t e r m i n e ;

(3) c l o r t e r n i n e ;

(4) n a z i n d o l ;

(5) p h e n d i m e t r a z i n e ;

(6) a n y  c o m p o u n d ,  m i x t u r e ,  o r  p r e p a r a t i o n  in d o s a g e  u n i t  f o r m  

c o n t a i n i n g  a n y  s t i m u l a n t  s u b s t a n c e  l i s t e d  i n  s c h e d u l e  I I A ,  v/hich 

c o m p o u n d ,  m i x t u r e ,  o r  p r e p a r a t i o n  w a s  l i s t e d  o n  A u g u s t  2 5,  1 9 7 1 ,  

a s  a n  e x c e p t e d  c o m p o u n d  u n d e r  2 1  C . F . R .  s e c .  1 3 0 8 . 3 2 ,  a n d  a n y  

o t h e r  d r u g  o f  the o u a n t i t i v e  c o m p o s i t i o n  s h o w n  in L n a t  l i s t  f o r  

t h o s e  s u b s t a n c e s ,  o r  w h i c h  i s  t h e  s a m e  e x c e p t  t h a t  i t  c o n t a i n s  a 

l e s s e r  q u a n t i t y  o f  a n y  c o n t r o l l e d  s u b s t a n c e .

(c) S c h e d u l e  I I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

u n l e s s  l i s t e d  in a n o t h e r  s c h e d u l e ,  a n y  m a t e r i a l ,  c o m p o u n d ,  

m i x t u r e ,  o r  p r e p a r a t i o n  w h i c h  c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

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

n e r v o u s  svstcrn:

(1) a m o b a r b i t a l ,  s e c o b a r b i t a l ,  o r  p e n t o b a r b i t a l  o r  a n y  s a l t  o f  

t h e s e  s u b s t a n c e s ,  c o m b i n e d  w i t h  o n e  o r  m o r e  o t h e r  a c t i v e  

m e d i c i n a l  i n g r e d i e n t s  v/hich a r e  n o t  l i s t e d  in a n y  o t h e r  s c h e d u l e ;



(2) a m o b a r b i t a l ,  s e c o b a r b i t a l ,  o r  p e n t o b a r b i t a l  o r  a n y  s a l t  o f  

t h e s e  s u b s t a n c e s ,  a p p r o v e d  b y  t h e  f e d e r a l  F o o d  a n d  D r u g  

A d m i n i s t r a t i o n  f o r  m a r k e t i n g  o n l y  a s  a  s u p p o s i t o r y ;

(3) a n y  s u b s t a n c e  w h i c h  c o n t a i n s  a n y  q u a n t i t y  o f  a d e r i v a t i v e  o f  

b a r b i t u r i c  a c i d  o r  a n v  s a l t  o f  b a r b i t u r i c  a c i d ;J  1

(4) c h l o r h e x a d o l ; '

(5) g l u t e t h i m i d e ;

(6) l y s e r g i c  a c i d ;

(7) l y s e r g i c  a c i d  a m i d e ;

(8) m e t h y p r y l o n ;

(9) s u l f o n d i e t h y l m e t h a n e ;

(10) s u l f o n e t h v l n e t h a n e ;

(11) s u l f o n n e t h a n e .

(d) S c h e d u l e  I I I A  i n c l u d e s  n a l o r p h i n e .

(e) S c h e d u l e  I I I A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  c o n t a i n i n g  a n y  o f  t h e  f o l l o w i n g  n a r c o t i c  

d r u g s  o r  t h e i r  s a l t s  c a l c u l a t e d  a s  t h e  f r e e  a n h y d r o u s  b a s e  o r  

a l k a l o i d ,  in  t h e  f o l l o w i n g  q u a n t i t i e s :

(1) n o t  m o r e  t h a n  1 . 8  g r a m s  o f  c o d e i n e  p e r  1 0 0  m i l l i l i t e r s  o r  

n o t  m o r e  t h a n  90 m i l l i g r a m s  p e r  d o s a g e  u n i t ,  w i t h  a n  e q u a l  o r  

g r e a t e r  q u a n t i t y  o f  a n  i s o q u i n o l i n e  a l k a l o i d  o f  o p i u m ;



(2) n o t  m o r e  t h a n  1 . 8  g r a m s  o f  c o d e i n e  p e r  1 0 0  m i l l i l i t e r s  o r  

n o t  m o r e  t h a n  9 0  m i l l i g r a m s  p e r  d o s a g e  u n i t ,  w i t h  o n e  o r  m o r e  

a c t i v e ,  n o n n a r c o t i c  i n g r e d i e n t s  i n  r e c o g n i z e d  t h e r a p e u t i c  

a m o u n t s ;

(3) n o t  m o r e  t h a n  1 0 0  m i l l i g r a m s  o f  d i h v d r o c o d e i n o n e  p e r  1 0 0

m i l l i l i t e r s  o r  n o t  m o r e  t h a n  1 5  m i l l i g r a m s  p e r  d o s a g e  u n i t ,  w i t h

a f o u r f o l d  o r  g r e a t e r  q u a n t i t y  o f  a n  i s o q u i n o l i n e  a l k a l o i d  o f  

o p i u m ;

(4) n o t  m o r e  t h a n  3 0 0  m i l l i g r a m s  o f  d i h y d r o c o d e i n o n e  p e r  1 0 0  

m i l l i l i t e r s  o r  n o t  m o r e  t h a n  1 5  m i l l i g r a m s  p e r  d o s a g e  u n i t ,  w i t h

o n e  o r  m o r e  a c t i v e  n o n n a r c o t i c  i n g r e d i e n t s  in  r e c o g n i z e d

t h e r a p e u t i c  a m o u n t s ;

(5) n o t  m o r e  t h a n  1 . 8  g r a m s  o f  d i h y d r o c o d e i n e  p e r  1 0 0

m i l l i l i t e r s  o r  n o t  m o r e  t h a n  9 0  m i l l i g r a m s  p e r  d o s a g e  u n i t ,  w i t h

o n e  o r  m o r e  a c t i v e  n o n n a r c o t i c  i n g r e d i e n t s  in  r e c o g n i z e d  

t h e r a p e u t i c  a m o u n t s ;

(6) n o t  m o r e  t h a n  3 0 0  m i l l i g r a m s  o f  e t h y l m o r p h i n e  p e r  1 0 0  

m i l l i l i t e r s  o r  n o t  m o r e  t h a n  1 5  m i l l i g r a m s  p e r  d o s a g e  u n i t ,  w i t h

o n e  o r  m o r e  a c t i v e ,  n o n n a r c o t i c  i n g r e d i e n t s  i n  r e c o g n i z e d

t h e r a p e u t i c  a m o u n t s ;

(7) n o t  m o r e  t h a n  5 0 0  m i l l i g r a m s  o f  o p i u m  p e r  1 0 0  m i l l i l i t e r s  o r  

p e r  1 0 0  g r a n s  o r  n o t  m o r e  t h a n  25 m i l l i g r a m s  p e r  d o s a g e  u n i t ,  

w i t h  o n e  o r  m o r e  a c t i v e ,  n o n n a r c o t i c  i n g r e d i e n t s  in r e c o g n i z e d  

t h e r a p e u t i c  a m o u n t s ;



(3) n o t  m o r e  t h a n  5 0  m i l l i g r a m s  o f  m o r p h i n e  p e r  1 0 0  m i l l i l i t e r s  

o r  p e r  1 0 0  g r a m s ,  w i t h  o n e  o r  m o r e  a c t i v e ,  n o n n a r c o t i c  

i n g r e d i e n t s  i n  r e c o g n i z e d  t h e r a p e u t i c  a m o u n t s .

(f) S c h e d u l e  I I I A  i n c l u d e s

(1) hashish;

(2) h a s n  o i l  o r  h a s h i s h  o i l ;  a n d

(3) t e t r a h v d r o c a n n a b i n o l s .

S e c .  1 1 . 7 1 . 1 7 0 .  S C H E D U L E  I V A .

(a) A  s u b s t a n c e  s h a l l  b e  p l a c e d  i n  s c h e d u l e  I V A  if it is f o u n d  

u n d e r  A S  1 1 . 7 1 . 1 2 0 ( c )  t o  h a v e  a d e g r e e  o f  d a n g e r  o r  p r o b a b l e  

d a n g e r  t o  a p e r s o n  o r  t h e  p u b l i c  v/hich i s  l e s s  t h a n  t h e  

s u b s t a n c e s  l i s t e d  i n  s c h e d u l e  I I I A ,  b u t  h i g h e r  t h a n  t h e  

s u b s t a n c e s  l i s t e d  i n  s c h e d u l e  v a .

(b) S c h e d u l e  I V A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

u n l e s s  l i s t e d  in a n o t h e r  s c h e d u l e ,  a n y  m a t e r i a l ,  c o m p o u n d ,  

m i x t u r e ,  o r  p r e p a r a t i o n  v/hich c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

f o l l o w i n g  s u b s t a n c e s ,  i n c l u d i n g  t h e i r  s a l t s ,  i s o m e r s  a n d  s a l t s  o f  

i s o m e r s  w h e n e v e r  t h e  e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o m e r s ,  a n d  s a l t s  

o f  i s o m e r s  is p o s s i b l e  w i t h i n  t h e  s p e c i f i c  c h e m i c a l  d e s i g n a t i o n ;

(1) b a r b i t a l ;

(2) c h l o r a l  b e t a i n e ;

(3) c h l o r a l  h y d r a t e ;



(4) c h l o r d i a z e p o x i d e ;

(5) c l o n a z e p a m ;

(6) c l o r a z e p a t e ;

(7) d i a z e p a m ;

(8) e t h e l o  r v v n o 1;

(9) e t h i n a m a t e ;

(10 ) f l u r a z e p a m ;

(11) l o r a z e p a n ;

(12) m e ’o u t a m a t e ;

(13) m e p r o b a m a t e ;

(14) m e t h o h e x i t a l ;

( 15) m e t h y l p h e n o b a r b i t a l , a l s o  k n o w n  a s  m e p h o b a r b i t a l ;

(16) o x a z e p a m ;

(17) p a r a l d e h y d e ;

(18) p e t r i c h l o r a l ;

(19) p h e n o b a r b i t a l ;

(20) p r a z e p a m .

(c) S c h e d u l e  I V A  i n c l u d e s  a n y  m a t e r i a l ,  c o m p o u n d ,  m i x t u r e  

p r e p a r a t i o n  w h i c h  c o n t a i n s  a n y  q u a n t i t y  o f  t h e  f o l l o w i n g



s u b s t a n c e ,  i n c l u d i n g  i t s  s a l t s ,  i s o m e r s  w h e t h e r  o p t i c a l ,  

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

e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o m e r s ,  a n d  s a l t s  o f  i s o m e r s  is 

p o s s i b l e :  f e n f l u r a m i n e .

(d) S c h e d u l e  I V A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  w h i c h  c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

f o l l o w i n g  s u b s t a n c e s  h a v i n g  a  s t i m u l a n t  e f f e c t  o n  t h e  c e n t r a l  

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

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

e x i s t e n c e  o f  t h e s e  s a l t s ,  i s o m e r s ,  a n d  s a l t s  o f  i s o m e r s  i s  

p o s s i b l e  w i t h i n  t h e  s p e c i f i c  c h e m i c a l  d e s i g n a t i o n :

(1) d i e t h v l p r o p i o u ;

(2) p h e n t e r n i n e ;

(3) p e m o l i n e ,  i n c l u d i n g  o r g a n o m e t a l l i e  c o m p l e x e s  a n d  c h e l a t e s  o f  

. h i s  s u b s t a n c e .

(e) S c h e d u l e  I V A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

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

m i x t u r e ,  o r  p r e p a r a t i o n  c o n t a i n i n g  n o t  m o r e  t h a n  1 m i l l i g r a m  o f  

d i f e n o x i n  a n d  n o t  l e s s  t h a n  2 5  m i c r o g r a m s  o f  a t r o p i n e  s u l f a t e  p e r  

d o s a g e  u n i t ,  o r  t h e i r  s a l t s  c a l c u l a t e d  a s  t h e  f r e e  a n h y d r o u s  b a s e  

o r  a l k a l o i d .

(f) S c h e d u l e  I V A  i n c l u d e s ,  u n l e s s  s p e c i f i c a l l y  e x c e p t e d  o r  

u n l e s s  l i s t e d  i n  a n o t h e r  s c h e d u l e ,  a n y  m a t e r i a l ,  c o m p o u n d ,
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m i x t u r e  o r  p r e p a r a t i o n  v/hich c o n t a i n s  a n y  q u a n t i t y  o f  t h e  

f o l l o w i n g  s u b s t a n c e s ,  i n c l u d i n g  t h e i r  s a l t s :

(1) d e x t r o p r o p o x v p h e n e  ( a l p h a - ( + ) - 4 - d i m e t h y l a n i n o - l , 2 - d e p h e n y l 3-  

m e t h y l - 2 - p r o p i o n o x y b u t a n e );

(2) p e n t a z o c i n e ;

(3) p r o p o x p h e n e .

S e c .  1 1 . 7 1 . 1 3 0 .  S C H E D U L E  V A .

(a ) A  s u b s t a n c e  s h a l l  b e  p l a c e d  i n  s c h e d u l e  V A  i f  i t  is f o u n d  

u n d e r  A S  1 1 . 7 1 . 1 2 0 ( c )  t o  h a v e  a d e q r e e  o f  d a n g e r  o r  p r o b a b l e  

d a n g e r  t o  a p e r s o n  o r  t h e  p u b l i c  v/hich i s  l e s s  t h a n  s u b s t a n c e s  

l i s t e d  i n  s c h e d u l e  I V A ,  b u t  h i g h e r  t h a n  s u b s t a n c e s  l i s t e d  in 

s c h e d u l e  v i a .

(b) S c h e d u l e  V A  i n c l u d e s  a n y  c o m p o u n d ,  m i x t u r e ,  o r  p r e p a r a t i o n  

c o n t a i n i n g  a n y  o f  t h e  f o l l o w i n g  l i m i t e d  q u a n t i t i e s  o f  n a r c o t i c  

d r u g s  o r  t h e i r  s a l t s ,  c a l c u l a t e d  a s  t h e  f r e e  a n h y d r o u s  b a s e  o r  

a l k a l o i d ,  i n  l i m i t e d  q u a n t i t i e s  a s  s p e c i f i e d  in (1) - (6) o f  t h i s  

s u b s e c t i o n ,  w h i c h  i n c l u d e s  o n e  o r  m o r e  n o n n a r c o t i c  a c t i v e  

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

c o m p o u n d ,  m i x t u r e ,  o r  p r e p a r a t i o n  v a l u a b l e  m e d i c i n a l  q u a l i t i e s  

o t h e r  t h a n  t h o s e  p o s s e s s e d  b y  s c h e d u l e  I A  s u b s t a n c e s  a l o n e :

(1) n o t  m o r e  t h a n  2 0 0  m i l l i g r a m s  o f  c o d e i n e  p e r  1 0 0  m i l l i l i t e r s  

o r  p e r  1 0 0  g r a m s ;



(2) n o t  m o r e  t h a n  1 0 0  m i l l i g r a m s  o f  d i h y d r o c o d e i n e  p e r  1 0 0  

m i l l i l i t e r s  o r  p e r  1 0 0  g r a m s ;

(3) n o t  m o r e  t h a n  1 0 0  m i l l i g r a m s  o f  e t h y l m o r p h i n e  p e r  1 0 0

m i l l i l i t e r s  o r  p e r  1 0 0  g r a m s ;

(4) n o t  m o r e  t h a n  2 . 5  m i l l i g r a m s  o f  d i p h e n o x y l a t e  a n d  n o t  l e s s

t h a n  2 5  m i c r o g r a m s  o f  a t r o p i n e  s u l f a t e  p e r  d o s a g e  u n i t ;

(5) n o t  m o r e  t h a n  1 0 0  m i l l i g r a m s  o f  o p i u m  p e r  1 0 0  m i l l i l i t e r s  o r

p e r  1 0 0  g r a m s ;

(6) n o t  m o r e  t h a n  0 . 5  m i l l i g r a m s  o f  d i f e n o x i n  a n d  n o t  l e s s  t h a n  

2 5  m i c r o g r a m s  o f  a t r o p i n e  s u l f a t e  p e r  d o s a g e  u n i t .

(c) S c h e d u l e  'LA i n c l u d e s  l o p e r a m i d e .

S e c .  1 1 . 7 1 . 1 9 0 .  S C H E D U L E  V I A .

(a) A  s u b s t a n c e  s h a l l  b e  p l a c e d  in  s c h e d u l e  V I A  i f  it is f o u n d  

u n d e r  A S  1 1 . 7 1 . 1 2 0 ( c )  t o  h a v e  t h e  l o w e s t  d e g r e e  o f  d a n g e r  o r  

p r o b a b l e  d a n g e r  t o  a p e r s o n  o r  t h e  p u b l i c .

(b) M a r i j u a n a  i s  a s c h e d u l e  v i a  c o n t r o l l e d  s u b s t a n c e .
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O R E G O N  L A W

OREGON  LAW 
Relat ing to Natu ropath ic  Medic ine

The practice of naturopathic medicine was first recognized in Oregon law in 1927 and by the 
United States Congress in 1931.
Oregon Revised Statutes, Chapter 685 (revised 1*177), 685 101 —685.990, provides the licensing 
authority fur Naturopathic Physicians in the state of Oregon:

Chapter 685 
Naturopaths

GENERAL PROVISIONS
685.010 Definitions
685.020 Licensee required to practice naturo­

pathy; title and abbreviations usable by 
licentiates

685.030 Application of chapter
685.040 Application of health laws
685.050 Execution of birth and death certificates

LICENSING
685.060 Minimum Hucational requirements for 

license
685.070 Aplicatiors > .^ination; license fee
685.080 Examination xants; issuing license
685.085 Reciprocal I.
685.090 Recording license with county clerk 
685.100 Annual renewal of license 
685.102 Continuing education course required; 

exemptions
685.104 Effect of failure to comply with ORS 

685.102; reissuance of registration

685.106 Approval of continuing education pro­
grams

685.110 Denial or revocation of license by board 
685.125 License denial or revocation procedure;

promulgation and review of rules and 
orders.

STATE BOARD
685.160 Naturopathic Board of Examiners; ap­

pointment; confirmation 
685.170 Officers of board
685.190 Compensation and expenses of board 

members; compensation of secretary
685.201 Disposition of receipts

ENFORCEMENT
685.210 Enforcement; employing attorney; juris­

diction
PENALTIES

685.990 Penalties *

CROSS REFERENCES

Administrative procedures and rules of state agen­
cies, Ch 183 

Health certificate, signature by physician licensed 
by Board ot Medical Examiners only, 433 010 

legislative review of need for agency, 182.615 
Military or naval service persons relieved from pay­

ment of fees. 408 450 
Naturopaths exempt from jury duty, 10 040 
Physician-patient privileged communications,

44.040
Professional corporations, Ch 58



685.020
Professional designation of licensed naturopath, 

076 n o

Use of professional designation by unlicensed per­
son prohibited, 076.120

605.050
l-jlsification of health certificate prohibited. 

106.000
685.060

Waiver of educational requirement for admission 
to examination. 670 010

605,110
Denial, suspension or revocation of license prohi­

bited solely because of criminal conviction, 
070 200

Iniunction against practicing after suspension or re­
vocation of license, 676.220

605.160
Administrative agencies generally, Ch 182 
Assistant Director for Health as ex officio member 

of board, 104.035
685.190

Subsistence and mileage allowance for travel. 
292 210 to 292.250

685.201
Expenditures without allotment prohibited in cer­

tain cases, 291.238
605.210

Attorney General to supervise all legal proceedings 
for stale agencies, 180.220, 100.230

Note: Section 41, chapter 842, Oregon Laws 
1977, is operative July 1, 1906, and provides:

Sec. 41. OKS 605.010, 605.020, 685,030, 685.040, 
685,050, 685.060, 685.070, 605.000, 685.085,
005 090, 605.100, 605.102, 685.104, 685.106,
605.110, 685.125, 685.160, 685.170, 685.190,
685 201, 685 210 and 685.990 relating to
naturopaths are repealed.

GENERAL PROVISIONS
685 .0 10  Definitions. As used in this chapter.
(1) "lioard"means the Naturopathic Board of Ex­

aminers.
(2) "Drugs" means all medicines and prepara­

tions and all substances, except non-poisonous 
plant substances, food and water, used or intended 
to be used for the diagnosis, cure, treatment, 
mitigation or prevention of diseases or abnor­
malities of man, which are recognized in the latest 
editions of- the official United States Phar­
macopoeia, official Homeopathic Pharmacopoeia, 
official National Formulary, or any supplement to 
any of them, or otherwise established as drugs

(3) "Minor surgery" means the use of electrical or 
other methods for the surgical repair and care inci­
dent thereto of supperficial lacerations and abra­
sions, benign superficial lesions, and the removal of 
foreign bodies located in the superficial structures; 
and the use of antiseptics and local anesthetics in 
connection therewith.

(4) "Naturopathy," which includes physiotherapy 
and minor surgery, is defined as a system of treat­
ing the human body by use of drugless methods, 
which has for its obiect the maintaining of the body 
in, or of restoring it to. a state of normal health. 
(A m en ded  b y  t ‘J51 c SS7 $-l|

605 .020  License required to practice naturo­
pathy; title and abbreviations usable by licentiates.
(1) No person shall practice, attempt to practice, or 
claim to practice naturopathy in this state without 
first complying with the provisions of this chapter.

(2) Licentiates under this chapter may use any or 
all of the following terms: "Doctor of 
Naturopathy" or its abbreviation, "N D., Naturo­
path" or "Naturopathic Physician." However, none 
of these terms, or any combination of them, shall 
be so used as to convey the idea that the physician 
who uses them practices anything other than drug­
less therapy.

685 .030  App lica tion  of chapter. Nothing in this 
chapter shall be construed to:

(1) Apply to any physician and surgeon, 
osteopath or chiropractor, or to any Christian 
Scientist or other person who by religious or



spiritual means endeavors to prevent or cure 
disease 01 suffering in accord with the tenets of any 
church.

(2) Authorize licentiates to practice optometry or 
administer chiropractic adiustments, or any system 
or mrrthod of treatment not authorized in this chap­
ter. or to jdmmister or write prescriptions for or 
dispense drugs, or do ma|or surgery

(J) Prevent one licensed under this chapter from 
the administration of the anesthetics or antiseptics 
authorized in subsection (3) of ORS 085.010 or the 
use of radiopaque substances administered by 
mouth or rectum necessary for Roentgen diagnos­
tic purposes

(4) Authorize the administration of any 
substance by the penetration of the skin or mucous 
membrane of the human body for a therapeutic 
purpose.
(Amendt-d b y  105J c 557 §4|

085.040 Application of health laws. Licentiates 
under this chapter shall observe and are subject to 
all state, county and municipal laws and regula­
tions relating to public health.

685.050 Execution of birth and death certificates.
Licentiates under this chapter are authorized to 
sign birth and death certificates. Such certificates 
so signed shall be accepted as fulfilling all the re­
quirements of the laws dealing with such cer- 
tit ic ales.

LICENSING

605.060 Minimum educational requirements for 
license. (1) f he minimum educational requirements 
for license under the provisions of this chapter 
shall be:

(a) A high school education, j s  shown by diploma 
or certificate of graduation from a standard high 
school, or the equivalent of such an education, 
which shall be certified by a Supenniendent of 
Public Instruction; and

(I ' At least two years' satisfactory liberal arts and 
sc :s study, or either, in a college or university
acc. ited by either the Northwest Association of
becondary and Higher Schools or a like regional as­

sociation or in a college or university in Oregon ap­
proved for granting degrees by the Oregon State 
Board of Education as evidenced by certificate or 
tran*cnpt of credits from the college or university; 
and

(c) Graduation from a naturooathic school or col­
lege approved by the State Board of Naturopathic 
Examiners and which requires for graduation a 
period of actual attendance of four years of at 
least nine months each, and teaching adequate 
courses in all subjects necessary to the practice of 
naturopathy

(2) The studies required of the applicant for a 
license to practice naturopathy in this state shall in­
clude anatomy, histology, embryology, physiology, 
chemistry, pathology, bacteriology, public health 
and hygiene, toxicology, obstetrics and gyne­
cology, diagnosis, theory, practice and philosophy 
of naturopathy, electrotherapy, hydrotherapy, 
physiotherapy, clinics, eye-ear-nose-throat, minor 
surgery, first aid, herbology, proctology, dietetics, 
jurisprudence, and such other naturopathic sub­
jects as the board may require, except materia 
medica, pharmacology and maior surgery, with a 
toial of not less than 4,000 lecture or recitation 
hours.
|A i i i c i u Jl-(J b y  VJ53 t  557 §•». 1%'i c J tit <|S|

685.070 Application for examination; license fee.
Any person who wishes to practice naturopathy in 
this state shall make application to the board for an 
examination for a license to practice naturopathy. 
The application shall be filed with the board not 
less than 10 days before the date of the examina­
tion upon blanks provided by the board. All per­
sons licensed under this chapter shall pay to the 
board a license fee of 525, 510 of which must ac­
company the application for examination The 
balance shall be paid when the applicant no’, been 
granted a license. Under no condition wiii the ap­
plication fee of 510 be returned to the applicain. 
Affidavits of two reputable citizens of the state at­
testing the good moral character of the applicant 
shall be filed with the application for examination.

685.080 Examination of applicants; issuing 
license. (1) For the purpose of determining the 
qualifications of applicants tor license under this



chapter, the board shall hold meetings and conduct 
examinations of applicants for licenses at such 
tune and places and under such rules and regula­
tions as a majority of the board may determine. 
The time and place of holding such an examination 
shall be published at least 30 days prior to the date 
of the examination.

(2) At the time and place the board has previous­
ly designated, the applicant shall appear before the 
board to be examined as to his fitness to practice 
naturopathy The examination shall be in writing 
and embrace and be restricted to the sublets 
listed in ORS 685.060.(3) If the applicant answers correctly 75 percent 
of the questions asked on each of the sub|ects of 
the examination, the board shall issue to such ap­
plicant a license to practice naturopathy. If how­
ever, an applicant fails to pass an examination, the 
applicant shall, without losing credits for subjects 
passed and without paying another fee, be permit­
ted, within one year from date of failure to pass, to 
take another examination at the convenience of 
the board, but the applicant shall, not less than 10 
days belore the date of the examination, notify the 
board of his intention to take the examination.

685.085 Reciprocal license. A person licensed to 
practice naturopathy under the laws of another 
state w!io demonstrates to the satisfaction of the 
boaru that he possesses qualifications at least 
equal to those required of persons eligible for li­
censing under this chapter, may be issued a license 
to practice in this state without written examina­
tion upon payment of the license fee required 
under ORS 685.100.
jt'j/j t •»>*) d2|

685.090 Recording license with county clerk.
Before engaging in practice in any part of the state, 
the holder of a license under this chapter shall pre­
sent such a license, or a certified copy, for record 
to the county clerk of the county in which the 
holder of the license resides. A  county clerk is en­
titled to collect a fee of 51 for recording the license 
or for making a certified copy of it. Annually, on 
lanuary 1, county clerks shall, when requested by 
the board, furnish the board with a list of such 
luenses on record in their respective counties.

685.100 Annual renewal of license. (1) On or 
before lanuary 1 of each year, every person holding 
a license under this chapter shall apply to the 
board for a certificate of annual registration and at 
the time of applying shall pay to the board an an­
nual registration fee not to exceed 575, as deter­
mined by the tioard and approved by the Executive 
Department. A person holding a license under this 
chapter who is at least 70 years of age and retired 
from the practice of naturopathy shall apply to the 
board for a certificate of annual registration and at 
the time of applying shall pay to the board an an­
nual registration fee not to exceed 530, as deter­
mined by the board and approved by the Executive 
Department. The application shall be made upon a 
blank form furnished by the board, and shall con­
tain such information as may be necessary to 
enable the board to identify the applicant for 
registration and the licensee to be what he claims 
to be in the application.

(2) Upon receipt of an application for annual 
registration, accompanied by the annual registra­
tion fee, the board shall issue to the applicant a cer­
tificate of annual registration The certificate shall, 
at all times, be displayed in the oftice of the person 
to whom it was issued unless the person is retired 
from the practice of naturopathy and does not 
maintain an office.

(3) The failure, neglect or refusal of any person 
holding a license under this chapter, to pay the an­
nual registration fee as required by subsection (1) 
of this section shall, after 30 days from January 1 ol 
each year, automatically revoke his license. A 
revoked license shall not be restored except upon 
written application therefor and the payment of a 
restoration fee of 525 for each year the license re­
mains revoked, which is in addition to the annual 
registration fee for each year the registration lee re­
mains unpaid. An applicant for the restoration of a 
license so revoked shall not be required to submit 
to any examination as to his qualification to prac­
tice under this chapter. However, the tioard mav 
deny the restoration of any license for which the re­
quired registration fees have not been paid during 
the years for which they are due* if it finds that 
grounds for refusal to grant or for revocation ot the 
license exist under ORS 685.110



r
(4) On or before December 1 of each year the 

secretary of the board shall notify each person 
holding a license under this chapter that the annual 
registration application and fee are due on or 
before January 1 following.
(Ami-m)ed by  1%7 c  44 §2, 1969 c.26 §2, 1969 c 381 56; 1973 
c 182 §S)

6US.102 Continuing educa tion  course required; 
exemptions. (1) Except as provided in subsection (2) 
of this section, each person holding a license under 
this chapter shall submit at the time he submits the 
annual registration fee, evidence satisfactory to the 
board of his successful completion of an approved 
program of continuing education in naturopathy, 
completed in the calendar year preceding the date 
on which the evidence is submitted.

(2) The board may exempt any person holding a 
license under this chapter from the requirements of 
subsection (I) of this section upon an application 
by him showing evidence satisfactory to the board 
that he is unable to comply with the requirements 
because of physical or mental condition or because 
of other unusual or extenuating circumstances. 
However, no person shall be exempted from the re­
quirements of subsection (1) of this section more 
than once in any five-year period.

(3) Notwithstanding subsection (2) of this section, 
a person holding a license under this chapter may 
be exempted from the requirements of subsection
(1) of this section upon an application by him show­
ing evidence satisfactory to the board that he is or 
will be in the next calendar year at least 70 years of 
age and is retired or will retire in the next calendar 
year from the practice of naturopathy.

(4) A person who is exempted from the require­
ments of subsection (1) of this section shall not 
practice naturopathy. A violation of this subsection 
is grounds for suspension or revocation of the 
license of the person granted the exemption by the 
board.
(1969 c 381 52. 1973 c 829 567)

605 .104  Effect o f failure to comply  with ORS  
605 .102 ; reissuance o f registration. (1) The board 
shall refuse to issue she certificate of annual

V .

registration to any person holding a license under 
this chapter who fails to submit with his annual 
registration fee proof required under OKS 605.102, 
unless it has exempted the person from the re­
quirements of subsection (1) of OKS 605.102. The 
board shall return the annual registration fee to the 
person.

(2) After January 1 of any year, the board may 
issue a certificate of annual registration to any 
holder of a license under this chapter who had 
been refused such certificate under subsection (1) 
of this section upon submission of the evidence re­
quired under subsection fees for each year the 
registration fee remains unpaid and a restoration 
fee of $25 for each year the license remains revok­
ed.

(3) If the person completes an approved program 
after January 1 to meet the requiremcntof OKS
685.102 for the year beginning January 1, such com­
pletion does not meet the requirements of OKS
685.102 for the subsequent year.
(19b9 t  381 53, 197J c 182 5b)

685 .106  Approval of continuing educa tion  pro ­
grams. (1) The board may offer a program of conti­
nuing education in naturopathy to meet the re­
quirements of OKS 685.102. The board may also ap­
prove a program to1 be presented by persons reason­
ably qualified to do so.

(2) Any person seeking approval of a program of 
continuing education in naturopathy, to be offered 
to assist persons holding licenses under this chapter 
to comply with the requirements of subsection (1) 
of ORS 685.102, shall submit to the board, at such 
time as the board may require, copies of courses of 
* tudy to be offered and proof of such other qualifi­
cations as the board may require. Approval granted 
to any program of continuing education shall be 
reviewed periodically and approval may be with­
drawn from any program that fails to meet the re­
quirements of the board.

(3) Any program of continuing education in natu­
ropathy offered or approved under this section 
shall consist of at least 20 hours of study covering 
new, review, experimental, research and specialty 
subjects in the field of naturopathy.
(1969 c 381 54)



685 .1 10  Denial or revocation o f license by board . 
The board may refuse to grant or may suspend or 
revoke a license to practice naturopathy in this 
state for any of the following reasons:

(1) The use of fraud or deception in securing a 
license.

(2) The impersonation of another physician
(1) Practicing naturopathy under an assumed 

name
(4) The procuring, aiding or abetting in procuring 

an abortion, provided, that tor the purpose of this 
subsection an abortion means the removal from 
the womb of a woman the product of conception at 
any time prior to delivery of the child; provided 
further, that nothing in this chapter shall be con­
strued to authorize any licentiate under this 
chapter to perform an abortion.

(5) The conviction of a crime involving moral tur­
pitude.

(G) Any other reason that renders the applicant or 
licentiate unfit to perform the duties of a naturo­
pathic physician.
| A m rnded  b y  1953 c 555 §2, 1971 c 734 §1J2]

bU5.120 (R e p e a le d  b y  1971 c 734 §21)

685 .125  License denial or revocation  procedure ; 
promu lgat ion  and review of rules and orders. (1)
Where the board proposes to refuse to issue or 
renew a license, or proposes to revoke or suspend a 
license, opportunity for hearing shall be accorded 
as provided in OKS 183.310 to 103.500.

(2) Promulgation of rules, conduct of hearings, is­
suance of orders and judicial review of rules and 
orders shall be as provided in ORS 103.310 to 
183 500.
|I971 ( 714 1̂ 14)

STATE BOARD

685 .1 60  N a tu ropa th ic  Board o f  Examiner*; ap ­
pointment; confirmation . (1) There hereby is 
created the Naturopathic Board of Examiners in the 
Health Division The board shall consist ol three 
members appointed by the Governor for terms of 
three years commencing July 1, and until their suc­
cessors are appointed and qualified. A maionly of

the members of the board constitutes a quorum 
The Governor shall fill all vacancies in the member­
ship of the board All appointments of members of 
the board by the Covernor are subiect to confirma­
tion by the Senate in the manner provided in ORS 
171.560 and 171 570. No person shall be appointed 
to membership on the board, who is not a citizen of 
the State of Oregon, or who has not been in con­
tinuous practice of naturopathy in this state for 
five years immediately prior to the date of appoint­
ment, or who is interested financially in any 
medical or drugless school or college, or who.is 
connected, directly or indirectly, with the dispens­
ing, prescribing or sale of pharmaceutic drugs.

(2) The board shall carry into effect the provi­
sions of this chapter and is authorized to issue 
licenses to practice naturopathy in this state The 
possession of a common seal by the board hereby 
is authorized.
(A m en ded  by  1971 c 650 434. 197) c 792 44U|

685 .170  O ff icers o f  board. Annually the board 
shall elect one of its members president and one of 
its members secretary, who severally shall have 
power during their terms of office tc summon wit­
nesses, administer oaths and to take testimony and 
affidavits, certifying thereto, under their hand and 
the seal of the board The secretary of the board 
shall keep a record of all actions of the board, in­
cluding a detailed register of applicants tor license. 
The board in lieu of electing one of its members as 
secretary, may employ or appoint a person to act 
as secretary to the board who shall perform such 
duties and functions as may be prescribed by the 
buard.
[A m en d e d  by  1971 c d29 466| ,

665.160 (R ep e a le d  b y  1973 c B29 §71)

685 .190  Compensation  and expenses o f hoard  
members; compensation  of secretary. (1) A member 
is entitled to compensation and expenses as pro­
vided in ORS 292 495.

(2) The board may fix the compensation of the 
secretary sub|ect to ORS 24(3 245. Such compensa­
tion shall not prohibit the secretary tram receiving 
reimbursement for actual and necessary travel and 
other expenses incurred in the performance ol his 
official duties.
(A m en ded  by  1967 c 44 % J. 191.9 i 114 4H6|
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685.201 Disposition of receipts. All moneys 
received by the Health Division under this chapter 
shall be paid into the General Fund in the State 
Treasury and placed to the credit of the Health 
Division Account and such moneys hereby are ap­
propriated continuously and shall be used only for 
the administration and enforcement of this 
c hapter
(14/1 c Ai7  § .’9. ( e n a c te d  in  lie u  o t 6H5 200)|

ENFORCEMENT

685 .210  Enforcement; employing attorney; juris­
d ict ion . (1) 1 h e  d i s t r i c t  a t t o r n e y s  o l  t h e  s t a t e  s h a l l

prosecute all persons charged with violation of any 
of the provisions ol this chapter. However, the 
board shall have power to retain its own attorney to 
prosecute or assist in prosecuting any person so 
charged and to pay such attorney such sums as 
may be |ust for such services from the Naturo­
pathic Fund.

(2) Justice courts, municipal courts and circuit 
courts have concurrent jurisdiction for the prosecu­
tion of offenses under this chapter

PENALTIES

685.990 Penalties. Violation of any provision of 
this chapter is punishable, upon conviction, by a 
fine of not less than $50 nor more than $500.

J
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g e n e r a l

Definitions
850 -104 )05  As used in rules 850-10 010  to 850 10-200. 

unless otherw ise required by context:
(1 ) " U o a td "  means Oregon Stale Hoard o f Nuturopathie 

Exam iners.
(2 ) “ N a tu ropa thy "  is defined as a system o f  diagnosing 

and treating the human body and maintaining or restoring it to 
a state o f  normal health , as defined in O R S  Chapter 685 . and in 
such o ther sections ttiereof as may apply.

(3 ) “ D iagnosis" is a determ ination o f  the nature' o f a 
disease by the use o f  all recognized and accepted physical and 
laboratory exam inations, which includes the drawing o f  b lood 
and taking specimens o f  body fluids and tissues fo r m icroscop ­
ic and chem ical analysis.

(4 ) "P rescrip tion s” : Naturopathic physicians shall be 
allowed to prescribe and dispense nature's agents, forces, 
processes, and products .

(5 ) “ Non -|xrisonous plant substance" is any plant 
substance, taken in relatively small amounts, which would not, 
by its action on uigans or (issue, seriously impair function o r 
destroy life.

(6 ) "P lant substance" is any medical material taken or 
rem oved lrom  a plant.

(7 ) " F o o d ”  is any organic substance taken into the Lody 
which helps maintain life, builds or repairs tissue, and sustains 
growth. Th is includes (he use o f ensymes, m inerals, vitamins 
(e ither in trace amounts or m cgodoscs) and any food  products 
o r exlructs either processed , refined, o r concentrated.

Slut. Au lli.: OKS C'h 685
Hist: N l: J. I. N li 4, f. 10-9-67, N li I-I9K0, f. & el.

9 -1 1-80

R eq u irem en ts  fu r  A pp lica tion
850 -10 -010  ( I )  Any applicant for examination shall be n 

high schoo l graduate o r equivalent and a graduate o f  a 
naturopath ic college that o ffers a resident four-year course o f  
at least 4 ,(XX) hours.

(2 ) E ach  applicant shall possess a basic science certificate , 
obtuined from  the Sum : Uo;ird o f H igher Education either by 
reciprocity  o r  by exam ination .

(3 ) E ach  applicant shall submit satisfactory evidence o f  his 
huving had . pnor to his mainculution into a naiu iopuihie  
college, at least two yeuis Liberal A ils o r Science study in u 
college o r  university uccredilcd by either the N orth -W est 
Associa tion  o f Secondary and H igher Schoo ls  o r u like regional 
association  o r in a college o r university in Oregon approved for 
grunting degrees by the O iegon  Slate Hoard o f Education .

Slut. Audi.: OKS Ch 68.5
l l ls t : H E  I. 6-7-59

Haste Sc.Vnce Kxuniinulion o r Reciprocity
8 5 0 -h."-020 ( I )  Any applicant desiring the dales o f or 

application u.'anks fo r the basic science examination o r for 
reciprocity shall address all inquiries to the Secretary , Stale 
Hoard o f H igher Education . P .O . Uox 3175 , Eugene, O regon .

(2 ) 'H ie Oregon Hasic Science Exuniinating Comm ittee  
reciprocates u a  like board from  each o f the follow ing 
stales: A rizona, A rkansas, C o lo rado . Iow a, M ichigan,
M ituicsoin , N cb ia sk a , N evada, New  M ex ico , O k lahom a, 
South D ako ta , Tennesee , T exas , W ashington, and W isconsin .

Stul. Audi.; OKS Ch. 685
Hist: N l: 2. f 6-7-59

Application for Kxmiiiiujllon; Kiting; Additional 1‘upcrs
850 -10 -030 ( I )  Any applicant fo r licensure by die Board  

shall fill ou t, without alterations, an application furnished by 
the Hoard.

(2 ) T he  application shall be filed with the Board at least 10 
days prior to the date o f  the cXiuninatton.

(3 ) A photostatic copy  o f the applicant's Oregon basic 
science certificate and o f  his naturopathic dip lom a shall be 
attached to his application.

Su t. Audi.: ORS Ch. 685 
I list: NK 2, f. 6-7-59

Examination Dates
850 -10 -040 Examinations shall Ire held by the Hoard in 

M arch and in September o f each year or at such other times us 
may be feasible.

Stut. Audi.: OKS Ch. 685 
Hist: NE 2 . 1. 6-7-59

Re-Exam ination
850 -104)50 Any applicant for examination w ho has f a i l e d  

in one o r more subjects shall be permitted, within one year, to 
submit himself for re-examination in those subiects, without 
paying an additional fee if he notifies (he Hoard o f  his intention 
at 'cast 10 days pn or to (he examinations.

Slat. Audi.: ORSCIt. 685 
lllst: NE 2. f. 6-7-59

Tem porary Permits
850 -104)60 Temporary permits for the practice o f naturo­

pathy shall not be issued by the Hoard.
Slut. Audi.: OKS Ch. 685 
Hist: N E  2, f. 6-7-59

Reciprocity
850 -104)70 Reciprocity in naturopathy with another slate 

cannot be considered by the Hoard.
Stul. Audi.: ORS Ch 685 
lllst: NE 2 , 1. 6-7-59

Recordation and Display ol License
850 -104)80 ( I )  An Oregon licentiate for the practice o f 

naturopathy shall record his license in the o ffice  o f the county 
clerk in the county in which lie resides.

(2 ) Each licentiate o f  the Hound shall display in his o ffice , 
in a conspicuous place, his license and yeurly renewal curd .

Stul. Audi.: OKS Cli 685 
lllst: NE 2. f. 6-7-59

Expiration and Renewal o l Licenses
850 -104)90 ( I ) Unless t cue wed by proper application to the 

Secretary o f the Hoard on a tot in provided by the H ou id , all 
licenses to practice naturopathy m Oregon nmoinuliculJy expire 
on Janttury first o f  each year.

(2 ) T he  renewal application shall lie accom pan ied by a 
specified yearly fee o f $75, the practioncr's address, and his 
original license number.

Stal. Audi.: OKSCh 685
lllst. NE 2. f. 6-7-59; NE 2-1980, f. A cf. 9-11 80

Mode of Rcmitlum-e
850 -10 -H h) ( I )  Hie rem ittance o f any application  fee, 

license fee, o r  yearly renewal fee shall be made by postal 
money order, ;x>stal certificates, express money o rder , bank 
draft, o r certified check .

I -Div. 10 (D ecem ber, 1980)
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(2 ) T he  Secretary shull l>c under no obligation to accept 
personal ch eck s ; how ever, lie may accep t litem sub jec t to 
co llection  only.

Slut. Audi.: OKSC ti 685 
lllsl: NE 2, f. 6-7.59

Use of Unauthorized Material and Misrepresentation* in 
Obtaining License

850 -10 -110  ( I )  Any applicant for a license detected in the 
act o f  offering or ucccpting unauthorized assistance o r  using 
unauthorized material while the examinations are in progress 
shall be excluded from  further examination and his o r  her 
papers re jected in toud.

(2 ) T lie B oard  may refuse to grant u license to  any 
applicant indulging in m isrepresentation, fraud , o r  deception , 
o r to revoke the license granted as a result o f  these.

(3 ) The Board  shall carefully and rigidly investigate 
applicants w ho attempt to obtain naturopathic license by false 
statements o r representations in their applications o r otherw ise 
violate these rules.

Illegal Practice
850 -10 -120  ( I )  Any applicant for exam ination shall be 

prohibited from  and prosecuted fo r any practice o f  naturopa­
thy while awiutmg exam ination .

(2 ) Any person conv icted  o f  practicing illegally in Oregon  
o r  any person w ho, w ithout a license, makes a diagnosis shall 
not be adm itted to exam ination by the Board  at any time.

(3 ) It shall t>e the duty o f  all licentiates o f the B oard , in the 
interests o f  bo th  the public and the profession , to  inform  the 
Board , in writing, fully signed, o f  unyone practicing nuturopu- 
v .y  in O regon w ithout a license or otherw ise in violations o f 
die law.

(4 ) For the purpose o f  this rule, naturopathic treatment 
shall be considered as practicing natuiopatliy within the 
meaning o f O K S  685 .010 (4 ) even though practicing in the o ffice  
o f  u licentiate o f  the B oard .

Change uf Address
850 -10 -130  It shall be the duly o f any licentiate o f  the 

Board to  keep the Secretary o f the Board informed o f  uny 
change o f  address.

Advertising
850 -10 -140  While consu lta tive educational publicity shull 

be encouraged , licentiates u l the Board shall retrain from  using 
o r  causing to  be used advertising mutter which contains 
misstatements, fa lsehoods , m isrepresentations, d istorted , o r 
fubulou* statements us to cu res .

I*ublic Health Laws
850 -10 -150  Naturopath ic physicians shall he sub ject to all 

suite, coun ty , and municipal laws and roles relutmg to public 
health concern ing the diagnosis and rc[X )timg o f contagious 
and in fectious diseases, as may be requited , to the proper 
health authorities in the respective counties.

Su t. AuUi.: ORS Ch. 68J 
I<1>«: NE 2. ( 6-7-39

State Industrial Accident Cases
850 -10 -160  N aturopath ic physiciuns ntuy accept in jured 

workers w ho are employed under the provisiuns o f  the State 
Industrial A ccident C om m ission , in conform ance with the 
W orkers ' Com pensation Law  und the rules o f  comm ittee.

Suit. Audi.: OKS Ch. 685 
lllst: NE 2. f. 6-7-59

State Welfare Cases
850 -10 -170  Naturopath ic physicians may accept welfare 

cases under the medical plan adopted by the W elfare Com m is­
sion , April 26 , 1946.

Suit. Atith.: OKS Ch. 685 
Hist: NE 2. f. 6-7-59

Standards
850 -10 -180  It shall be the ob je c t o f the Board to foster 

higher professional standards as rapidly us is consistent with 
the best intrusts o f the profession , und in (h is, it shall not be 
swayed o r influenced by any schoo l or other interests whatso­
ever.

Su t. Audi.: OKS Ch. 685 
llUt: NE 2. f. 6-7-59

Denial or Revocation of License
850 -10 -190  The Board may refuse to grant o r tnuy revoke u 

license to practice nuturopathy in the State o f Oregon fo r any 
o f  the follow ing reasons:

(1 ) C om m iuncn t to  a mcnUil institution. A copy  o f the 
record  o f  comm itm ent, certified to by the clerk o f  the court 
entering the conunnrnent, is conclusive evidence o f  the 
comm itm ent.

(2 ) Habitual intemperance in (he use o f  ardent spirits, 
narcotics , o r stimulants to such an extent as to incapacitate hint 
from  the perforntancc o f his professional duties.

(3 ) Unprofessional or dishonorable conduct.
(4 ) Representing to a patient that manifestly incurable 

condition  o f sickness, d iscusc, o r in jury cun be permanently 
cured .

(5 ) T he  obtaining o f uny fee through fraud or m isrepresen­
tation.

(6 ) T h e  willful bctrayul o f  u professional secret.
(7) T he  use o f  uny advertising in which untruthful, 

im proper, m isleading, o rd e . cptive statements uie made.
(8 ) T h e  advertising o f techniques or modalities to infer o r 

imply superiority o f  treatment o r diagnosis by the use th ereo f.
(9 ) Know ingly (tcrmming or idlowtng any person to use his 

certificate in the practice o f any system  o r mode o f ircuting the 
sick o r  a fflicted .

(1 0 ) Advertising either in his own nume o r  tir.clcr the name 
o f unothcr person o r clinic o r con cern , actual o r pretended, in 
uny newspaper, pumphlel, circulur, o r other written o r  printed 
paper o r  docum ent, professing superiority to o r u greater skill 
than that possessed by fellow  nuturopathic physiciuns.

(11 ) A iding o r abetting the practice o f any o f the heuling 
arts by tut unlicensed person.

(12 ) T b .; use o f  his name under the designation, " D o c to r " , 
" D r ." .  "N u tu rop a th y " , "N a tu ropath ic lliy s ic iun " , o r any 
sim ilar ucsignation with preference to the contract ciol exp lo ita ­
tion o f  uny goods, wares, or merchandise.

(1 3 ) T h e  advertising o r  holding oneself out to (real 
diseases or o ther ubnorntul conditions o f (he human body by 
any secret formula m ethod , ucaunen t, or procedure.

(1 4 ) The guaranteeing o f u cure o r “ icsu lts"  from  any 
treatment.

Slat. Audi.: OKS Ch. 685
lllst: NE I . f. 11-12-57; NE  3-1980, f. & ef . 911-80

Su t. Audi.: OKS Ch. 685 
HUt: NE 2. f. 6-7-59

Slut. Aiith.: OKS Ch. <413 
lllst: NE 2. f. 6-7-59

SU I. Auili.: O KSCh 685 
lllvt: NE 2, f. 6-7-59

Su t. Audi.: O K SC h . 685 
lllst; NE 2, f. 6-7-59

(D ecem ber, 1980) 2 - D iv .  10
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H u k i i>Z Administrative Procedure in Contcsti-tl Oases
H50-H>-2tH) |R epealed  by Nli 5 , f . 6 -1 -7 3 , e f. 6 - l5 -7 3 |

850 -10 -205  |R enum bered In 850 -01 -0051

Programs of Cuntiniiing Education
850 -10 -210  ( I )  T he  follow ing programs o f  continuing 

education  in naturopathy a ie  approved by the Naturopathic 
Hoard o f  Exam iners as meeting the requirements o f O R S  
685 . 102, 685 .104 , and 685 . IDA: •

(a ) l*rograms o ffe red  by the Oregon A ssociation o f 
Naturopath ic Physicians.

(b ) l*rogriirns Offered by the Northwest Naturopathic 
Phy s .jian ’s convention .

tc) IVograms o ffe red  by all colleges o f  Naturopathic 
Medicine which are recognized by this Hoard

(2 ) A person who desires to o ffe r a program o f  continuing 
education in naturopathy other than the programs set forth in 
section (I I of this rule shrill first comply with the provisions of

O K S  685 ion (2 ) and (2 ) and receive approval o f  die program  
from  tfie Hoard o f Naturopath ic Exam iners.

(.1) Any programs of continuing education in naturopathy 
not authorized o r approved hy the Hoard p tior to dieir being 
offered to naturopathic physicians will not lie considered as 
meeting the requirements o f  O R S  685 102 . 685. KM. and
685 .106 .

S la t. A u lh .: t IK S  C h. t>85
Hist: N l: 6 . f . 6-1-71. e f 6-15-71; Nb. 5 IV 8 0 . f  & e f. 9 - 11-Ml

Drug Enforcement Number
850-10-215 Licentiates requesting appruvul o f this Hoard 

to the Federal Food and Drug Administration for the issuance 
o f a Drug Enforcem ent Number, must he residents o f  Oregon  
und m full-time practice.

MM. A u lh .: OKSCh. 685 
IliM - N lih -l'iHO , f A c l. V-t I-HU

.1 • O iv . Ill (D ecem ber. 1980)



4718 Mills Drive 

Anchorage, A K  99503 

(907) 276-4246 

January 25, 1984

.t i

Representative Mae Tischer, Chairperson 

House Health, Education and Social Service 

Alaska State Legislature 

Pouch V
Juneau, AK 99811

Dear Representative Tischer:

Last Saturday I participated in the teleconference with your committee 

regarding House Bill 347 relative to the licensing of naturopathic 

physicians in Alaska. I am not usually an activist; in fact, this is 

the first time I have even written to a legislator on any subject.

This is an issue about which I feel so strongly that I simply must make 

my opinions known and I'm grateful to have had the opportunity, through 

the vehicle of the teleconference, to speak out publicly in support of 

this bill.

One of the major concerns of your committee seems to be the question of 

how to set up the regulatory body which would license naturopathic 

physicians and oversee their activities. Why not set up a board consist­

ing of one naturopathic physician from A l a s k a , one licensed ND from another 

state, and one layperson. The member from the "outside" state would be 

a valuable resource from which to draw guidance. In addition, this 

person would need to travel to Alaska only in unusual circumstances (as 

in an investigative action, for example) which, I suspect, would occur 

very infrequently.

During the teleconference the question arose of how to write the licensing 

exam. Why not simply look to other states for guidance and input.

Along a similar line, I see no point in requiring naturopaths already 

licensed in other states to take Alaska's licensing exam. I believe t! 

should be "grandfathered" in the same manner in which Ml) and RN board 

grant reciprocity to those already licensed elsewhere.

I happen to be a registered nurse as well as a very pleased and satisfied 

consumer of naturopathic treatment. I wish I could speak for all nurses 

when I urge the legislature to pass HB 347 as soon as possible, but of 

course I cann^s. Judging from the nursing journals, from conversations 

I have had with other nurses, and from other sources the majority of
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my profession know nothing aoout naturopaths or the alternatives 

available to the kind of health care normally dispensed by the practi­

tioners of today's "modern medicine."

Finally, I believe there is room in Alaska for both breeds of physician.

As was stated by numerous participants in the teleconference, naturo­

paths often refer their patients to MDs. Moreover, it is well do c u­

mented that many enlightened MDs are beginning to recognize the merits 

of alternative approaches to healing and are incorporating more and more 

of them into their own practices. The passage of HB 347 would stimulate a 

general interest in naturopathy which can only serve to strengthen both 

professions. Dialog and exchange of information are sure to grow out 

of this healthy curiosity as MDs and the public become informed as to 
what naturopathy is all about. This would naturally result in 
individuals being able to make intelligent, educated choices about the 

type of health care they want for themselves and for their families.

1 would appreciate it very much if your staff would periodically keep 
me up to date on HB 347 and its progress.

Thanks again for your attention during the teleconference and for

providing the public with the opportunity for speaking out on this most 

important legislation.

Sincerely,

KATHLEEN F. GERSTENBERGER

cc: Dr. Cary Jasper

Anchorage, Alaska

House Discrict 13 Legislators: 

Representative Jerry Ward 

Representative Terry Martin

Senate District G Legislators: 

Senator George Josephson 

Senator Vic Fischer
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Representative Mae Tischer 

Pouch V
Juneau, AK 99811

Dear Representative Tischer,

I support legislation that will license Naturopathic ! 

to practice medicine in Alaska and urge you to do the 

Thank you,

April 21, 1983

A .

Pamela A. Fuller 

P.O. Box 1174 

Juneau, AK 99802
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In praise of naturopathic medicine
Within a span of six months, my then-two- 

year-old son Nicholas was hospitalized three 
times for severe asthma attacks. My wife and 
I were informed by our pediatric physician 
(M.D.) that our son would have to be kept on 
three very strong drugs and a series of allergy 
shots for perhaps several years. This therapy 
was designed to keep the bouts with asthma 
in check, not to address the cause. Our only 
hope was that someday Nick would outgrow 

. this serious medical problem.
We noticed our son’s behavior, growth and 

; general development were being adversly 
affected by the drugs. I thought our only 
alternative, without the drugs, was a recurr­
ence of the attacks. I was resigned to the fact; 
this was the way it was going to be.

I had assumed the care Nick was receiving 
was the best money could buy in Anchorage. 
The expense of this care was indeed considera­
ble especially the hospital stays. Fortunately 
my Teamsters insurance covered virtually all 
the costs involved.

My wife, however, was not satisfied this 
therapy was our only alternative. Diane took 
it upon herself to do a great deal of reading 
and pertinent question-asking before suggest­
ing we consult a naturopathic physician. I 
admit at first I was reluctant, but she had 
done her homework and her arguments had 
merit.

Nine months have passed since we first 
went to Dr. Cary Jasper, N.D. My son has not 
had a, single asthma attack and has been 
com pletely o ff drugs for more than six 
months. His behavior, attent'veness and 
growth have improved dramatically. Nick is a 
happy, growing boy again.

Dr. Jasper made some com m on sense 
suggestions concerning Nick’s diet, gave us 
some homeopathic preparations (herbal medi­
cines) and offered my wife instruction 011 how 
she could ’ ’doctor" Nick on her own. The 
doctor also helped me successfully treat my 
ulcer in six weeks; it had remained resistant 
to more "conventional" treatments for more 
than 1 \h years. Our experience with nature 
pathic medicine helped us to he a much 
healthier family in all respects.

The purpose o f this testimonial is threefold. 
First, I want to thank my wife Diane for 
being so persistent and diligent in seeking out 
a better way. Second, I hope many o f the more 
conscienti >us M.D.s in town, who might read 
this, may embark on some diligent research of 
their own in 'he area of naturopathic medi­
cine. Thir l, I would like to suggest to health 
insurance companies, they might save a great 
deal of money paid out in claims for the 
"after the fact symptom-relief" medicine of- I 
fered by the pharmacologically dominated 
American Medical Association, by also cover­
ing the relatively minor expenses incurred 
with the “ preventative-curative" alternative 
of naturopathic medicine.

— Steve Af 'hD c rm o tt
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(Reference to pi

• I  • j  . .  — f |\j
Strike everything after the enacting clause and insert:

"Section 1. Legislative intent

Since naturopathy is a health care system of diagnosing, treating 

and preventing disease, Illness or injury of the human mind and body, it 

has a direct relationship with the public health. It is essential that the 

legislature regulate the practice of the profession of naturopathy to

safeguard the public health, safety’and welfare. It is also a matter of

public interest and concern that the practice of the profession of

naturopathy merit and receive the confidence of the public and that only 

qualified persons be permitted to engage in the practice of the profession 

of naturopathy.

Sec. 2. Repeal

Title 32, chapter 14, Arizona Revised Statutes, is repealed.

Sec. 3. Title 32, Arizona Revised Statutes, is amended by adding a

new chapter 14, to read:

32-1501. Definitions

IN THIS CHAPTER, UNLESS THE CONTEXT OTHERWISE REQUIRES:

1. "BOARD" MEANS THE STATE NATUROPATHIC PHYSICIANS BOARD OF 

EXAMINERS.

2. "COMPLETED APPLICATION" MEANS AN APPLICATION FOR A REGULAR OR 

TEMPORARY LICENSE TO PRACTICE NATUROPATHY OR A NATUROPATHIC SPECIALTY 

WHICH, IN THE OPINION OF THE BOARD, APPEARS ON ITS FACE TO SHOW THAT THE 

APPLICANT POSSESSES ALL OF THE REQUIREMENTS FOR THE CATEGORY OF LICENSE

CHAPTER 14 

NATUROPATHIC PHYSICIANS 

ARTICLE 1. NATUROPATHIC PHYSICIANS 

BOARD OF EXAMINERS



House Amendnents to H.B. 2202

1 APPLIED FOR- EXCEPT FOR THE PHYSICAL EXAMINATION OR MENTAL EVALUATION WHICH

2 MAY BE REQUIRED BY THE BOARD AND THE-EXAMINATION APPLICABLE TO THE CATEGORY

3 OF APPLICATION CONCERNED..

4 3. "DIAGNOSING" INCLUDES PHYSICAL, CLINICAL, X-RAY AND LABORATORY

5 EXAMINATIONS, AS TAUGHT IN NATUROPATHIC SCHOOLS AND COLLEGES APPROVED BY

6 THE BOARD, TO DETERMINE THE NATURE OF A PERSON'S CONDITION.

7 4. "DOCTOR OF NATUROPATHIC MEDICINE" MEANS A NATURAL PERSON

8 LICENSED UNDER THIS CHAPTER.

9 5. "DRUGS" MEANS PREPARATIONS AND SUBSTANCES, OTHER THAN FOOD AND

10 WATER:

11 ’ (a) RECOGNIZED, OR FOR WHICH STANDARDS OR SPECIFICATIONS ARE

12 PRESCRIBED, IN THE LATEST REVISION OF THE PHARMACOPOEIA OF THE UNITED

13 STATES, THE LATEST REVISION OF THE NATIONAL FORMULARY OR ANY CURRENT

14 SUPPLEMENT TO EITHER OF THEM.

15 (b) USED OR INTENDED TO BE USED FOR THE DIAGNOSIS, CURE, TREATMENT,

16 MITIGATION.OR PREVENTION OF DISEASES OR ABNORMALITIES OF MAN.

17 DRUGS DO NOT INCLUDE BARIUM SULFATE USED FOR DIAGNOSTIC PURPOSES,

18 ANTISEPTICS, LOCAL ANESTHETICS OR NONPOISONOUS PLANT SUBSTANCES OR OTHER

19 EXTRACTED, COMPOUNDED OR CONCENTRATED SUBSTANCES OBTAINED FROM AN ANIMAL,

20 A PLANT OR A MINERAL ORIGIN USED OR INTENDED TG BE USED IN THE TREATMENT OR

21 PREVENTION OF DISEASES OR ABNORMALITIES OF MAN BY A NATUROPATHIC PHYSICIAN

22 ‘ FOR WHICH STANDARDS OR SPECIFICATIONS ARE PROVIDED 8Y FEDERAL OR STATE

23 LAWS.

24 6 . "LOCAL ANESTHETIC" MEANS AN AGENT USED TO ABOLISH THE SENSATION

25 OF PAIN WHOSE ACTION IS LIMITED TO AN AREA OF THE BODY AROUND THE SITE OF

25 ITS APPLICATION.

27 7. "MINOR SURGERY" MEANS MINOR SURGERY AS TAUGHT IN NATUROPATHIC

28 SCHOOLS AND COLLEGES APPROVED BY THE BOARD, INCLUDING:

29 (a) THE USE OF ELECTRICAL OR OTHER METHODS FOR SURGICAL "EPAIR AND

30 CARE INCIDENT TO SURGICAL REPAIR OF MINOR PROCEDURES, SUPERFICIAL

31 LACERATIONS, LESIONS AND ABRASIONS.

32 (b) THE CLAMPING AND SEVERING OF UMBILICAL CORDS.

33 (c) THE REMOVAL OF FOREIGN BODIES LOCATED IN SUPERFICIAL

34 STRUCTURES.
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1 (d) THE USE OF ANTISEPTICS, SANITARY MEASURES AND LOCAL ANESTHETICS

2 IN CONNECTION WITH PROCEDURES SET FORTH IN THIS PARAGRAPH.

3 MINOR SURGERY DOES NOT INCLUDE ABORTIONS BY NATUROPATHIC PHYSICIANS.

4 8. "NATURAL THERAPEUTIC METHODS" MEANS PROCEDURES, DEVICES AND

5 METHODS FOR TREATING THE HUMAN MIND AND BODY WITHOUT DRUGS AS DEFINED IN

6 PARAGRAPH 5.

7 9. "NATUROPATHIC SPECIALTY" MEANS ANY FIELD OF NATUROPATHIC

8 PRACTICE WHICH, IN THE JUDGMENT OF THE BOARD, REQUIRES EDUCATIONAL

9 BACKGROUND AND DEMONSTRATED PROFICIENCY IN ADDITION TO THE GENERAL.

10 QUALIFICATIONS REQUIRED FOR LICENSING AS A NATUROPATHIC PHYSICIAN.

11 10. "NATUROPATHY" MEANS A HEALTH CARE SYSTEM OF DIAGNOSING, TREATING

12 AND PREVENTING DISEASE, ILLNESS OR INJURY OF THE HUMAN MIND AND BODY BY THE

13 USE OF NATURAL THERAPEUTIC METHODS, PHYSIOTHERAPY AND MINOR SURGERY AS

14 TAUGHT IN NATUROPATHIC SCHOOLS AND COLLEGES APPROVED BY THE BOARD.

15 11. "PHYSIOTHERAPY" INCLUDES ALL FORMS OF PHYSIOLOGICAL THERAPEUTICS

16 AS TAUGHT IN NATUROPATHIC SCHOOLS AND COLLEGES APPROVED BY THE BOARD.

17 12. "UNPROFESSIONAL CONDUCT" INCLINES THE FOLLOWING ACTS: ■

18 (a) INTENTIONAL BETRAYAL OF A PROFESSIONAL SECRET OR INTENTIONAL

19 VIOLATION OF A PRIVILEGED COMMUNICATION EXCEPT AS EITHER OF THESE MAY

20 OTHERWISE BE REQUIRED BY LAW. THIS SUBDIVISION DOES NOT PREVENT MEMBERS OF

21 THE BOARD FROM THE FULL AND FREE EXCHANGE OF INFORMATION WITH THE LICENSING

22 AND DISCIPLINARY BOARDS OF OTHER STATES OR COUNTRIES OR WITH THE ARIZONA

23 NATUROPATHIC MEDICAL ASSOCIATION, INC., OR ANY OF ITS COMPONENT SOCIETIES

24 OR WITH THE NATUROPATHIC MEDICAL SOCIETIES OF OTHER STATES, COUNTIES OR

25 COUNTRIES.

26 (b) ANY DISHONORABLE CONOUCT REFLECTING UNFAVORABLY ON THE

27 PROFESSION.

28 (c) COMMISSION OF A FELONY, WHETHER OR NOT INVOLVING MORAL

29 TURPITUDE, OR A MISDEMEANOR INVOLVING MORAL TURPITUDE. IN EITHER CASE

30 CONVICTION BY ANY COURT OF COMPETENT JURISDICTION IS CONCLUSIVE EVIDENCE

31 THEREOF.

32 (d) HABITUAL INTEMPERANCE IN THE USE OF ALCOHOL.

33 (e) HABITUAL USE OF NARCOTIC OR HYPNOTIC DRUGS, OR BOTH.



(f) -GROSS MALPRACTICE, REPEATED MALPRACTICE OR ANY MALPRACTICE 

RESULTING IN THE DEATH OF A PATIENT.

(g) IMPERSONATION OF ANOTHER DOCTOR OF NATUROPATHIC MEDICINE OR ANY 

OTHER PRACTITIONER OF THE HEALING ARTS.

(h) ACTING OR ASSUMING TO ACT AS A MEMBER OK THE BOARD IF SUCH IS 

NOT THE FACT.

(1) PROCURING OR ATTEMPTING TO PROCURE A LICENSE TO PRACTICE 

NATUROPATHY BY FRAUD, MISREPRESENTATION OR KNOWINGLY TAKING ADVANTAGE OF 

THE MISTAKE OF ANOTHER.

(j)?  HAVING PROFESSIONAL CONNECTION WITH OR LENDING ONE'S NAME TO AN 

ILLEGAL PRACTITIONER OF NATUROPATHY OR ANY OF THE OTHER HEALING ARTS.

(k) REPRESENTING THAT A MANIFESTLY INCURABLE OISEASE, INJURY, 

AILMENT OR INFIRMITY CAN BE PERMANENTLY CURED, OR THAT A CURABLE DISEASE, 

INJURY, AILMENT OR INFIRMITY CAN BE CURED WITHIN A STATED TIME, IF SUCH IS 

NOT THE FACT.

(1) OFFERING, UNDERTAKING OR AGREEING TO CURE OR TREAT A DISEASE, 

INJURY, AILMENT OR INFIRMITY BY A SECRET MEANS, METHOD, DEVICE OR 

INSTRUMENTALITY.

(m) REFUSING TO DIVULGE TO THE BOARD UPON DEMAND THE MEANS, METHOD, 

DEVICE OR INSTRUMENTALITY USED IN THE TREATMENT OF A DISEASE, INJURY, 

AILMENT OR INFIRMITY.

(n) GIVING OR RECEIVING, OR AIDING OR ABETTING THE GIVING OR 

RECEIVING OF, REBATES, EITHER DIRECTLY OR INDIRECTLY.

(o) KNOWINGLY MAKING ANY FALSE OR FRAUDULENT STATEMENT, WRITTEN OR 

ORAL, IN CONNECTION WITH THE PRACTICE OF NATUROPATHY EXCEPT AS NECESSARY 

FOR ACCEPTED THERAPEUTIC PURPOSES.

(p) IMMORALITY OR MISCONDUCT THAT TENDS TO DISCREDIT THE 

NATUROPATHIC PROFESSION.

(q) REFUSAL, REVOCATION OR SUSPENSION OF LICENSE BY ANY OTHER STATE 

OR COUNTRY, UNLESS IT CAN BE SHOWN THAT SUCH WAS NOT OCCASIONED 3Y REASONS 

WHICH RELATE TO THE ABILITY TO SAFELY AND SKILLFULLY PRACTICE NATUROPATHY 

OR TO ANY ACT OF UNPROFESSIONAL CONDUCT IN THIS PARAGRAPH.

(r) ANY CONDUCT OR PRACTICE CONTRARY TO RECOGNIZED STANDARDS OF 

ETHICS OF THE NATUROPATHIC PROFESSION OR ANY CONDUCT OR PRACTICE WHICH DOESi
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1 OR MIGHT CONSTITUTE A DANGER TO THE HEALTH, WELFARE OR SAFETY OF THE

2 PATIENT OR THE PUBLIC, OR ANY CONDUl t , PRACTICE OR CONDITION WHICH DOES OR

3 MIGHT IMPAIR THE ABILITY TO SAFELY AND SKILLFULLY PRACTICE NATUROPATHY.

4 (s) FAILURE TO OBSERVE ANY STATE, COUNTY OR MUNICIPAL LAW RELATING

5 TO PUBLIC HEALTH AS A PHYSICIAN IN THIS STATE.

6 (t) VIOLATING OR ATTEMPTING TO VIOLATE, DIRECTLY OR INDIRECTLY, OR

7 ASSISTING IN OR ABETTING THE VIOLATION OF, OR CONSPIRING TO VIOLATE ANY OF

8 THE PROVISIONS OF THIS CHAPTER.

9 32-1502. Naturonathic physicians board of examiners;

10 appointment; qualifications; term of office;

11 immunity

12 A. THERE IS ESTABLISHED A STATE NATUROPATHIC PHYSICIANS BOARD OF

13 EXAMINERS CONSISTING OF THE FOLLOWING EIGHT MEMBERS;

14 1. FOUR NATUROPATHIC PHYSICIAN MEMBERS APPOINTED BY THE GOVERNOR.

15 EACH NATUROPATHIC PHYSICIAN MEMBER SHALL BE;

16 (a)1 A RESIDENT OF THIS STATE FOR FIVE YEARS IMMEDIATELY PRECEDING

17 HIS APPOINTMENT.

18 (b) A DOCTOR OF NATUROPATHIC MEDICINE WITH A DEGREE FROM A

19 NATUROPATHIC SCHOOL OR COLLEGE APPROVED BY THE BOARD WHO HAS ENGAGED IN THE

20 FULL-TIME PRACTICE OF NATUROPATHY FOR FIVE YEARS IMMEDIATELY PRECEDING HIS

21 APPOINTMENT.

22 2. TWO PUBLIC MEMBERS APPOINTED BY THE GOVERNOR. EACH PUBLIC

23 MEMBER SHALL:

24 (a) BE A RESIDENT OF THIS STATE FOR FIVE YEARS IMMEDIATELY

25 PRECEDING HIS APPOINTMENT.

26 (b) NOT BE CONNECTED, IN ANY MANNER, WITH OR HAVE ANY INTEREST IN A

27 SCHOOL OF MEDICINE, HEALTH CARE INSTITUTION OR ANY PERSON PRACTICING ANY

28 FORM OF HEALING OR TREATMENT OF BODILY OR MENTAL AILMENTS..

29 (c) DEMONSTRATE AN INTEREST IN THE HEALTH PROBLEMS IN THIS STATE.

30 3. THE CHAIRMAN OF THE STATE BOARD OF MEDICAL EXAMINERS WHO SHALL

31 SERVE AS AN EX OFFICIO MEMBER OR ANOTHER PROFESSIONAL MEMBER OF THE STATE

32 BOARD OF MEDICAL EXAMINERS DESIGNATED BY THE CHAIRMAN TO SERVE ON THE STATE

33 NATUROPATHIC PHYSICIANS BOARD OF EXAMINERS IN HIS PLACE.
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4. THE PRESIDENT OF THE STATE auARD OF NURSING WHO SHALL SERVE AS AN 

EX OFFICIO MEMBER OR ANOTHER PROFESSIONAL MEMBER OF THE STATE BOARD OF 

NURSING DESIGNATED BY THE PRESIDENT TO SERVE ON THE STATE NATUROPATHIC

PHYSICIANS BOARD OF EXAMINERS IN HIS PLACE.

B. THE TERM OF OFFICE OF THE NATUROPATHIC PHYSICIAN MEMBERS AND THE 

PUBLIC MEMBERS IS FIVE YEARS TO BEGIN AND END ON JUNE 30. EACH 

NATUROPATHIC PHYSICIAN MEMBER AND EACH PUBLIC MEMBER CONTINUE TO HOLD 

OFFICE UNTIL THE APPOINTMENT AND QUALIFICATION OF THEIR SUCCESSORS,

SUBJECT TO THE FOLLOWING EXCEPTIONS:

1. A MEMBER OF THE BOARD, AFTER NOTICE AND A HEARING BEFORE THE 

GOVERNOR, MAY BE REMOVED FROM OFFICE AND HIS TERM ENDS IF THE GOVERNOR 

FINDS THE MEMBER NEGLECTED ANY DUTY IMPOSED BY LAW OR WAS GUILTY OF

MALFEASANCE, MISFEASANCE OR DISHONORABLE CONDUCT.

2. THE TERM OF ANY MEMBER AUTOMATICALLY ENDS ON HIS DEATH, 

RESIGNATION OR PERMANENT REMOVAL FROM THIS STATE OR REMOVAL FROM THIS STATE 

FOR A PERIOD OF MORE THAN SIX MONTHS.

C. MEMBERS OF THE BOARD ARE I W U N E  FROM PERSONAL LIABILITY WITH 

RESPECT TO ACTS DONE AND ACTIONS TAKEN IN GOOD FAITH WITHIN THE SCOPE OF 

THEIR AUTHORITY.

32-1503. Organization; meetings; compensation

A. THE BOARD SHALL ANNUALLY ELECT, FROM AMONG ITS MEMBERSHIP, A 

CHAIRMAN, A VICE-CHAIRMAN AND A SECRETARY-TREASURER, WHO SHALL HOLD THEIR 

RESPECTIVE OFFICES AT THE PLEASURE OF THE BOARD.

B. THE BOARD SHALL HOLD A REGULAR MEETING AT LEAST SEMIANNUALLY ON A 

DATE AND AT A TIME AND PLACE IT DESIGNATES. IN ADDITION, THE BOARD MAY 

HOLD SPECIAL MEETINGS IT DEEMS NECESSARY.

C. .A MAJORITY OF THE MEMBERS OF THE BOARD CONSTITUTES A QUORUM AND A 

MAJORITY VOTE OF A QUORUM PRESENT AT ANY MEETING GOVERNS ALL ACTIONS TAKEN 

BY THE BOARD, EXCEPT THAT LICENSES SHALL BE ISSUED UNDER THIS CHAPTER ONLY 

ON THE VOTE OF THE MAJORITY OF THE FULL BOARD.

D. MEMBERS OF THE BOARD ARE ELIGIBLE TO RECEIVE COMPENSATION AS 

DETERMINED UNDER SECTION 38-611 FOR EACH DAY OF ACTUAL SERVICE IN THE 

BUSINESS OF THE BOARD. THE BOARD MAY PAY COMPENSATION IN AN AMOUNT AS 

DETERMINED UNDER SECTION 38-611 TO THE SECRETARY-TREASURER IF HE SERVES AS

0

J
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1 THE ADMINISTRATIVE HEAD OF THE BOARD ASSUMING THE DUTIES OF AN EXECUTIVE

2 SECRETARY.

3 32-1504. Powers and duties

4 A. THE BOARD SHALL:

5 1. ADMINISTER AND ENFORCE ALL PROVISIONS OF THIS CHAPTER AND ALL

6 RULES AND REGULATIONS ADOPTED BY THE BOARD UNDER THE AUTHORITY GRANTED BY

7 THIS CHAPTER.

. 8 2. COLLECT ALL FEES PROVIDED FOR BY THIS CHAPTER AND MAKE

9 DISPOSITIONS OF THEM AS PROVIDED FOR IN SECTION 32-1505.

10 3. MAINTAIN AN ACCURATE ACCOUNT OF ALL RECEIPTS, EXPENDITURES AND

11 REFUNDS GRANTED UNDER THIS CHAPTER.

12 4. MAINTAIN A RECORD OF ITS ACTS AND PROCEEDINGS, INCLUDING THE

13 ISSUANCE, REFUSAL, RENEWAL, SUSPENSION OR REVOCATION OF LICENSES.

14 5. MAINTAIN A ROSTER OF ALL DOCTORS OF NATUROPATHIC MEDICINE

15 LICENSED UNDER THIS CHAPTER WHICH INDICATES:

16 (a) THE NAME OF THE LICENSEE.

17 (b) HIS CURRENT PROFESSIONAL OFFICE ADDRESS.

18 (c) THE DATE OF ISSUANCE AND THE NUMBER OF HIS LICENSE.

19 (d) WHETHER THE LICENSE IS IN GOOD STANDING.

20 6 . KEEP ALL APPLICATIONS FOR LICENSURE AS A PERMANENT RECORD.

21 7. MAINTAIN A PERMANENT RECORD OF THE RESULTS OF ALL EXAMINATIONS

22 IT GIVES.

23 8 . KEEP ALL EXAMINATION RECORDS INCLUDING WRITTEN EXAMINATION

24 RECORDS AND TAPE RECORDINGS OF THE QUESTIONS AMD ANSWERS IN ORAL

25 EXAMINATIONS FOR ONE YEAR.

26 g. KEEP THE RECORDS OF THE BOARD OPEN TO PUBLIC INSPECTION AT ALL

27 REASONABLE TIMES.

28 10. ADOPT AND USE a ' SEAL, THE IMPRINT OF WHICH, TOGETHER WITH THE

29 SIGNATURES OF THE CHAIRMAN OR VICE-CHAIRMAN AND THE SECRETARY-TREASURER OF

30 THE BOARD, SHALL EVIDENCE ITS OFFICIAL ACTS.

31 11. COMPENSATE ITS EXECUTIVE SECRETARY, OTHER PERMANENT AND

32 TEMPORARY PERSONNEL AND COMMISSIONERS ON EXAMINATIONS AS DETERMINED UNDER

33 SECTION 38-611.

34 B. THE BOARD MAY:
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1 1. MAKE AND ADOPT RULES AND REGULATIONS WHICH ARE NECESSARY OR

2 PROPER FOR THE ADMINISTRATION OF THIS CHAPTER.

3 2. MAKE AND ADOPT RULES AND REGULATIONS PRESCRIBING CONTINUING

4 EDUCATION REQUIREMENTS FOR THE RENEWAL OF LICENSES ISSUED UNOER THIS

5 CHAPTER.

6 3. EMPLOY AN EXECUTIVE SECRETARY AND OTHER PERMANENT OR TEMPORARY

7 PERSONNEL IT DEEMS NECESSARY TO CARRY OUT THE PURPOSES OF THIS CHAPTER AND

8 DESIGNATE THEIR DUTIES.

9 4. APPOINT DOCTORS OF NATUROPATHIC MEDICINE AS COMMISSIONERS ON

10 EXAMINATIONS TO GIVE ANY FART OR ALL OF ANY EXAMINATION PROVIDED FOR UNDER

11 THIS CHAPTER.

12 5. REQUIRE A BOND, IN AN AMOUNT IT DETERMINES AS APPROPRIATE, FOR

13 THE FAITHFUL DISCHARGE OF THE DUTIES OF ITS EMPLOYEES.

14 32-1505. Naturopathic physicians board fund

15 A. ALL MONIES FROM WHATEVER SOURCE WHICH COME INTO THE POSSESSION

16 OF THE BOARD SHALL BE PAID TO THE SECRETARY-TREASURER WHO SHALL, BEFORE THE

17 END OF EACH CALENDAR MONTH, DEPOSIT THEM WITH THE STATE TREASURER WHO SHALL

18 DEPOSIT TEN PER CENT OF SUCH MONIES IN THE STATE GENERAL FUND AND TRANSFER

19 THE REMAINING NINETY PER CENT TO THE NATUROPATHIC PHYSICIANS BOARD FUND.

20 B. MONIES DEPOSITED IN THE NATUROPATHIC PHYSICIANS BOARD FUND ARE

21 SUBJECT TO SECTION 35-143.01.

22 ARTICLE 2. LICENSING

23 32-1521. Persons and acts not affected by this chapter

24 THIS CHAPTER DOES NOT APPLY TO:

25 i. t h e  PRACTICE OF ANY OTHER METHOD, SYSTEM OR SCIENCE OF HEALING BY

26 A PERSON LICENSED UNDER THE LAWS OF THIS STATE.

27 2. ANY STUDENT OF NATUROPATHY IN THE COURSE OF TAKING AN APPROVED

28 INTERNSHIP, PRECEPTORSHIP OR CLINICAL TRAINING PROGRAM IF THE STUDENT

29 COMPLIES WITH THE APPLICABLE REGISTRATION PROVISIONS OF THIS CHAPTER AND

30 PAYS THE REQUIRED FEES.

31 3. ANY PERSON ACTING AT THE DIRECTION OR UNDER THE SUPERVISION OF A

32 DOCTOR OF NATUROPATHIC MEDICINE SO LONG AS h’E IS ACTING IN A CUSTOMARY

33 CAPACITY, NOT IN VIOLATION OF ANY STATUTE AND DOES NOT HOLD HIMSELF OUT TO

34 THE PUBLIC GENERALLY AS BEING AUTHORIZED TO PRACTICE NATUROPATHY. J

-8-
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r
1 4. ANY OUT-OF-STATE NATUROPATHIC PHYSICIAN LICENSED BY ANOTHER

2 STATE OR COUNTRY, IF IN CONSULTATION REQUESTED BY A DOCTOR OF NATUROPATHIC

3 MEDICINE.

4 32-1522. Q u a l i f i c a t i o n s  f o r  license

5 A. TO BE ELIGIBLE FOR A LICENSE TO PRACTICE NATUROPATHY OR A

6 NATUROPATHIC SPECIALTY, THE APPLICANT SHALL:

7 L HAVE A HIGH SCHOOL DIPLOMA OR THE EQUIVALENT OF A HIGH SCHOOL

8 DIPLOMA.

9 2. HAVE AT LEAST SIXTY SEMESTER UNITS OF CREDIT IN LIBERAL ARTS AND

10 SCIENCES FROM AN ACCREDITED COLLEGE OR UNIVERSITY.

11 3. BE A GRADUATE OF A SCHOOL OF NATUROPATHIC MEDICINE APPROVED BY

12 THE BOARD.

13 4. HAVE SATISFACTORILY COMPLETED AN INTERNSHIP, PRECEPTORSHIP OR

14 CLINICAL TRAINING PROGRAM IN NATUROPATHIC MEDICINE APPROVED BY THE BOARD.

15 5. POSSESS A GOOD MORAL AND PROFESSIONAL REPUTATION.

16 6 . BE PHYSICALLY AND MENTALLY ABLE TO SAFELY ENGAGE IN THE PRACTICE

^ 1 7  OF NATUROPATHY AND SUBMIT TO A PHYSICAL EXAMINATION, MENTAL EVALUATION OR

18 INTERVIEW, OR ANY COMBINATION THEREOF, DEEMED PROPER BY THE BOARD.

19 • '7. NOT BE GUILTY OF ANY ACT OF UNPROFESSIONAL CONDUCT OR ANY OTHER

20 CONDUCT WHICH WOULD BE GROUNDS FOR REFUSAL, SUSPENSION OR REVOCATION OF A

21 LICENSE UNDER THIS CHAPTER.

22 0. NOT HAVE HAD A LICENSE TO PRACTICE NATUROPATHY REFUSED, REVOKED

23 OR SUSPENDED BY ANY OTHER STATE OR COUNTRY FOR REASONS WHICH RELATE TO HIS

24 ABILITY TO SKILLFULLY AND SAFELY PRACTICE NATUROPATHY.

25 9. FILE THE APPLICATION, PAY THE FEES PROVIDED FOR IN SECTION

26 32-1529 AND PASS THE EXAMINATION PROVIDED FOR IN SECTION 32-1525.

27 B. THE BOARD MAY:

28 1. REQUIRE AN APPLICANT TO SUBMIT CREDENTIAL: OR OTHER WRITTEN OR

29 ORAL PROOF.

30 2. MAKE INVESTIGATIONS IT DEEMS PROPER TG ADEQUATELY ADVISE ITSELF

31 WITH RESPECT TO THE QUALIFICATIONS OF AN APPLICANT.

32 32-1523. q u a l i f i c a t i o n s  for license by r e c i p r o c i t y

v 33 TO BE ELIGIBLE FOR A LICENSE TO PRACTICE NATUROPATHY'BY RECIPROCITY,

34 THE APPLICANT SHALL:
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1 1. QUALIFY UNDER SECTION 32-1522 EXCEPT FOR PASSING THE WRITTEN

2 EXAMINATION PROVIDED FOR IN SECTION 32-1526.

3 2. BE LICENSED TO PRACTICE NATUROPATHY BY ANOTHER STATE AFTER

4 PASSING A WRITTEN EXAMINATION, IF THAT STATE ACCORDS LIKE PRIVILEGES TO

5 HOLDERS OF LICENSES ISSUED BY THIS STATE.

6 3. BE ACTIVELY ENGAGED, FOR THREE YEARS IMMEDIATELY PRECEDING HIS

7 APPLICATION, IN ONE OR MORE OF THE FOLLOWING:

8 (a) THE ACTIVE PRACTICE OF NATUROPATHY.

9 (b) AN INTERNSHIP, PRECEPTORSHIP OR CLINICAL TRAINING PROGRAM

10 APPROVED BY THE BOARD.

11 (c) POSTGRADUATE TRAINING DEEMED BY THE BOARD TO BE EQUIVALENT TO

12 AN APPROVED CLINICAL TRAINING PROGRAM.

13 (d) THE STUDY OF NATUROPATHY AT A SCHOOL OF NATUROPATHIC MEDICINE

14 APPROVED BY THE BOARD.

15 4. PASS AN ORAL EXAMINATION PROVIDED FOR IN SECTION 32-1526.

16 32-1524. Temporary licenses

17 A. TO BE ELIGIBLE FOR A TEMPORARY LICENSE TO PRACTICE NATUROPATHY,

18 AN APPLICANT SHALL QUALIFY UNDER SECTION 32-1522 EXCEPT FOR PASSING THE

19 WRITTEN EXAMINATION PROVIDED FOR IN SECTION 32-1526,

20 B. TEMPORARY LICENSES SHALL BE ISSUED FOR A TERM OF SIX MONTHS AND

21 MAY BE RENEWED ONLY ONCE.

22 C. A TEMPORARY LICENSE EXPIRES ON THE OCCURRENCE OF ONE OF THE

23 FOLLOWING EVENTS:

24 1. THE EXPIRATION OF THE TERM FOR WHICH THE TEMPORARY LICENSE OR

25 RENEWAL WAS ISSUED.

26 2. ISSUANCE OF A REGULAR LICENSE TO PRACTICE NATUROPATHY.

27 3. SUSPENSION OR REVOCATION OF THE TEMPORARY LICENSE.

28 D. THE HOLDER OF A TEMPORARY LICENSE SHALL PRACTICE WITH A

29 NATUROPATHIC PHYSICIAN LICENSED UNDER THIS CHAPTER AND SHALL NOT OPEN AN

30 OFFICE OR PRACTICE WITHOUT THE SUPERVISION AND DIRECTION OF A NATUROPATHIC

31 PHYSICIAN LICENSED UNDER THIS CHAPTER.

32 32-1525. Application; hearing on deficiencies In

33 application; interview; withdrawal

34 A. EACH APPLICANT SHALL FILE A VERIFIED COMPLETED APPLICATION IN

35 THE FORM AND STYLE REQUIRED AND SUPPLIED BY THE BOARD ACCOMPANI J BY THE

26 APPROPRIATE APPLICATION FEE PRESCRIBED IN SECTION 32-1529.
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1 B. THE APPLICATION SHALL BE DESIGNED TO REQUIRE THE SUBMISSION OF

2 EVIDENCE, CREDENTIALS AND OTHER PROOF NECESSARY TO SATISFY THE BOARD THAT

3 IT MEETS THE REQUIREMENTS OF A COMPLETED APPLICATION.

4 C. THE APPLICATION SHALL CONTAIN THE OATH OF THE APPLICANT THAT:

5 1. ALL INFORMATION CONTAINED IN THE APPLICATION AND EVIDENCE

6 SUBMITTED WITH IT ARE TRUE AND CORRECT.

7 2. THE CREDENTIALS SUBMITTED WERE NOT PROCURED BY FRAUD OR

3 MISREPRESENTATION OR ANY MISTAKE OF WHICH THE APPLICANT IS AWARE.

9 3. THE APPLICANT IS THE LAWFUL HOLDER OF THE CREDENTIALS.

10 D. All APPLICATIONS SUBMITTED TO THE BOARD AND ANY' ATTENDANT

11 EVIDENCE, CREDENTIALS OR OTHER PROOF SUBMITTED WITH AN’APPLICATION ATE THE

12 PROPERTY OF THE BOARD AND PART OF THE PERMANENT RECORD OF THE BOARD AND

13 SHALL NOT BE RETURNED TO A WITHDRAWING APPLICANT.

14 E. THE BOARD SHALL PROMPTLY INFORM AN APPLICANT, IN WRITING, OF THE

15 DEFICIENCIES, IF ANY, IN HIS APPLICATION WHICH PREVENT IT FROM BEING A

16 COMPLETED APPLICATION.

(  17 F. ANY APPLICANT WHO DISAGREES WITH THE STATEMENT OF DEFICIENCIES

18 AND WHO BELIEVES HE HAS FILED A COMPLETED APPLICATION MAY REQUEST AND ON

19 REQUEST SHALL BE GRANTED A HEARING. THE HEARING SHALL NOT BE HELD LESS

20 THAN THIRTY DAYS AFTER THE RECEIPT OF THE REQUEST BUT SHALL BE HELD AT 1HE

21 FIRST MEETING OF THE BOARD THEREAFTER. AT THE HEARING THE BURDEN OF PROOF

22 IS ON THE APPLICANT TO SHOW THAT HE HAS FILED A COMPLETED APPLICATION.

23 G. THE BOARD MAY INTERVIEW THE APPLICANT TO DETERMINE WHETHER THE

24 APPLICATION IS SUFFICIENT OR WHETHER THE APPLICANT OTHERWISE QUALIFIES FOR

25 LICENSURE.

26 H. APPLICATIONS ARE CONSIDERED WITHDRAWN ON ANY OF THE FOLLOWING

27 CONDITIONS:

28 1. REQUEST OF THE APPLICANT.

29 2. FAILURE OF THE APPLICANT TO APPEAR FOR AN INTERVIEW WITH THE

30 BOARD EXCEPT FOR GOOD CAUSE BEING SHOWN.

31 3. FAILURE TO SUBMIT A COMPLETED APPLICATION WITHIN ONE YEAR FROM

32 THE DATE OF THE MAILING BY THE BOARD OF A STATEMENT TO HIM OF THE

33 DEFICIENCIES IN HIS APPLICATION UNDER SUBSECTION E OF THIS SECTION.

-1 1 -



1

2

3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20

21

22
23

24

25

26

27

28

29

30

31

22

33

34

4. FAILURE TO SHOW, AT THE HEARING PROVIDED FOR IN SUBSECTION F OF 

THIS SECTION', THAT DEFICIENCIES DO NOT EXIST.

5. FAILURE TO SHOW, WITHIN ONE YEAR FROM THE INTERVIEW PROVIDED FOR 

IN SUBSECTION G OF THIS SECTION, THAT HIS COMPLETED APPLICATION IS TRUE AND 

CORRECT.

32-1526. Examinations

A. EXAMINATIONS REQUIRED UNDER SECTIONS 32-1522 AND 32-1523 SHALL 

BE CONDUCTED AT A TIME AND PLACE DESIGNATED BY THE BOARD BUT NO LESS 

FREQUENTLY THAN SEMIANNUALLY. THE APPLICANTS TO BE EXAMINED SHALL HAVE 

FIRST FILED A COMPLETED APPLICATION FOUND TO BE TRUE AND CORRECT AND SHALL 

BE GIVEN AT LEAST THIRTY DAYS' WRITTEN NOTICE OF THE TIME AND PLACE AT 

WHICH THE EXAMINATION SHALL BE GIVEN.

B. THE EXAMINATION REQUIRED UNDER SECTION 32-1522 SHALL BE 'WRITTEN 

BUT MAY ALSO INCLUDE ORAL, CLINICAL OR LABORATORY SECTIONS, OR ANY 

COMBINATION OF ORAL, CLINICAL OR LABORATORY SECTIONS.

C. THE EXAMINATION REQUIRED UNDER SECTION 32-1523 SHALL BE ORAL AND 

MAY INCLUDE CLINICAL OR LABORATORY SECTIONS, OR 80TH.

D. EXAMINATIONS FOR LICENSURE UNDER THIS CHAPTER SHALL:

1. BE IN ENGLISH.

2. BE PRACTICAL IN CHARACTER.

3. BE DESIGNED TO ASCERTAIN THE APPLICANT'S KNOWLEDGE OF 

NATUROPATHY AND HIS FITNESS TO PRACTICE NATUROPATHY.

4. INCLUDE ALL SUBJECTS WHICH ARE GENERALLY ACCEPTED AS NECESSARY 

TO A THOROUGH KNOWLEDGE OF THE PRACTICE OF NATUROPATHY.

E. THE BOARD SHALL PRESCRIBE RULES AND REGULATIONS FOR CONDUCTING 

EXAMINATIONS AND SET PASSING GRADES.

F. THE BOARD SHALL REVIEW THE EXAMINATION OF ANY APPLICANT ON THE 

APPLICANT’S REQUEST. A GRADE ON AN EXAMINATION REVIEWED 3Y THE BOARD MAY 

BE CHANGED ONLY BY THE MAJORITY VOTE OF THE MEMBERS OF THE BOARD. AN 

APPLICANT FAILING TO PASS AN EXAMINATION MAY BE REEXAMINED WITHIN ONE YEAR 

WITHOUT PAYMENT OF ADDITIONAL FEES.

G. IN A WRITTEN EXAMINATION, APPLICANTS SHALL BE DESIGNATED BY 

NUMBERS ONLY, AND THE CORRESPONDING NAMES SHALL BE KEPT SECRET UNTIL AFTER 

THE GRADING OF THE EXAMINATIONS.

- 1 2 -
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1 H. IN ANY ORAL EXAMINATION OR IN THE ORAL SECTION OF ANY

2 EXAMINATION, A TAPE RECORDING SHALL BE MADE OF ALL QUESTIONS AND ANSWERS.

3 32-1527. License; issuance; registration; reregistration;

4 cancellation; waiver of fees; registration of

5 exempt persons

6 A. THE BOARD SHALL ISSUE LICENSES TO APPLICANTS WHO ARE QUALIFIED

7 UNDER THIS CHAPTER.

8 B. EACH PERSON LICENSED UNDER THIS CHAPTER SHALL REGISTER HIS

9 LICENSE AND PAY THE REGISTRATION FEE PRESCRIBED IN SECTION 32-1529.

10 C. EACH PERSON HOLDING A REGULAR LICENSE TO PRACTICE NATUROPATHY IN

11 THIS STATE SHALL ANNUALLY REGISTER HIS LICENSE ON OR BEFORE JANUARY 1 OF

12 EACH YEAR BY SUPPLYING THE BOARD WITH INFORMATION IT DEEMS NECESSARY AND

13 PAYING THE ANNUAL REGISTRATION FEE PRESCRIBED IN SECTION 32-1529. IF A

14 LICENSEE TAILS TO REGISTER HIS LICENSE ON OR BEFORE FEBRUARY 1 OF EACH

15 YEAR, HE SHALL PAY THE PENALTY FEE FOR LATE REGISTRATION PRESCRIBED IN

16 SECTION 32-152S. FAILURE TO REGISTER A LICENSE ON OR BEFORE MARCH 1 OF

C  17 EACH YEAR, WITHOUT ADEQUATE CAUSE SHOWN, IS GROUNDS FOR. PROBATION,

18 SUSPENSION OR REVOCATION OF A LICENSE UNDER SECTION 32-1551.

19 D. A LICENSEE IN GOOD STANDING AND WHOSE LICENSE IS CURRENT MAY, AT

20 ANY TIME, REQUEST AND SHALL BE GRANTED CANCELLATION OF HIS LICENSE.

21 E. THE BOARD MAY WAIVE THE ANNUAL REGISTRATION FEE IF A LICENSEE

22 PRESENTS EVIDENCE SATISFACTORY TO THE BOARD THAT HE HAS PERMANENTLY

23 RETIRED FROM THE PRACTICE OF NATUROPATHY AND HAS PAID ALL FEES REQUIRED

24 UNDER THIS CHAPTER PRIOR TO WAIVER.

25 F. IF A RETIRED LICENSEE WHO HAS HAD HIS ANNUAL REGISTRATION FEE

26 WAIVED BY THE BOARD ENGAGES IN THE PRACTICE OF NATUROPATHY HE IS SUBJECT TO

27 THE SAME PENALTIES AS ARE IMPOSED UNDER THIS CHAPTER ON A PERSON WHO

28 PRACTICES NATUROPATHY WITHOUT A LICENSE AND WITHOUT BEING EXEMPT FROM

29 LICENSURE.

30 G. THE BOARD MAY REINSTATE A RETIRED LICENSEE TO ACTIVE PRACTICE ON

31 PAYMENT OF THE ANNUAL REGISTRATION FEE AND PRESENTATION OF EVIDENCE

32 SATISFACTORY TO THE BOARD THAT HE IS PHYSICALLY AND MENTALLY ABLE TO SAFELY

33 ENGAGE IN THE PRACTICE OF NATUROPATHY AND STILL POSSESSES THE PROFESSIONAL

34 KNOWLEDGE REQUIRED TO ENGAGE IN THE PRACTICE OF NATUROPATHY. THE BOARD MAY

-13-
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1 REQUIRE A PHYSICAL EXAMINATION OR A MENTAL EVALUATION AND AN EXAMINATION OF

2 NATUROPATHIC KNOWLEDGE AS IT DEEMS NECESSARY TO DETERMINE THESE

3 QUALIFICATIONS.

4 H. TO QUALIFY FOR TIE EXEMPTION IN SECTION 32-1521, PARAGRAPH 2,

5 NATUROPATHIC STUDENTS SHALL:

6 1. REGISTER WITH THE BOARD FOR EACH YEAR OF THEIR INTERNSHIP,

7 PRECEPTORSHIP OR CLINICAL TRAINING PROGRAM.

8 2. SUPPLY THE BOARD WITH WRITTEN PROOF THE BOARD DEEMS NECESSARY TO

9 SATISFY ITSELF THAT THE REQUIREMENTS FOR THE EXEMPTION ARE MET.

10 3. PAY THE REGISTRATION FEE PRESCRIBED IN SECTION 32-1529.

11 32-1528. Directory; change of address

12 A. THE dOARD SHALL ANNUALLY COMPILE AND PUBLISH A DIRECTORY WHICH

13 CONTAINS:

14 1 . THE NAMES, ADDRESSES AND FIELDS OF PRACTICE OF ALL PERSONS

15 HOLDING REGULAR LICENSES ISSUED UNDER THIS CHAPTER.

16 Z. THE NAMES AND ADORESSES OF THE OFFICERS AND MEMBERS OF THE

17 BOARD.

18 3. THE RULES OF THE BOARD.

19 4. A COPY OF THIS CHAPTER.

20 5 . SUPPLEMENTARY INFORMATION ' THE BOARD DEEMS OF INTEREST AND

21 IMPORTANCE TO DOCTORS OF NATUROPATHIC MEDICINE.

22 b . EACH PERSON LICENSED UNDER THIS CHAPTER SHALL PROMPTLY AND IN

23 WRITING INFORM THE BOARD OF HIS RESIDENCE AND OFFICE ADDRESSES AND EACH

24 CHANGE OF HIS RESIDENCE'AND OFFICE ADORESSES.

25 c. A COPY OF THE DIRECTORY SHALL BE GIVEN FREE OF CHARGE- TO EACH

26 PERSON LICENSED UNDER THIS CHAPTER AT THE TIME OF INITIAL LICENSURE AND AT

27 THE TIME OF EACH ANNUAL REGISTRATION OF LICENSE. ADDITIONAL COPIES SHALL

23 BE AVAILABLE FOR PURCHASE AT A COST PRESCRIBED IN SECTION 32-1529.

29 32-1529. Fees

30 THE BOARD SHALL CHARGE THE FOLLOWING FEES:

31 1. FOR APPLICATION FOR A LICENSE TO PRACTICE NATUROPATHY OR A

32 NATUROPATHIC SPECIALTY UNDER SECTION 32-1522, A FEE NOT TO EXCEED FOUR

33 HUNDRED OOLLARS.



r
1 2. FOR APPLICATION FOR A LICENSE TO PRACTICE NATUROPATHY BY

2 RECIPROCITY UNDER SECTION 32-1523, A FEE NOT TO EXCEED FOUR HUNDRED

3 DOLLARS.

4 3. FOR APPLICATION FOR A TEMPORARY LICENSE TO PRACTICE NATUROPATHY

5 UNDER SECTION 32-1524, TWO HUNDRED DOLLARS FOR THE INITIAL TERM AND ONE

6 HUNDRED DOLLARS FOR THE RENEWAL TERM.

7 4. FOR ISSUANCE OF A DUPLICATE LICENSE, ONE HUNDRED DOLLARS.

8 5. FOR ENDORSEMENT OF AN ARIZONA LICENSE FOR THE PURPOSE OF

9 APPLYING FOR A LICENSE IN ANOTHER STATE, FIFTY DOLLARS.

10 6 . FOR INITIAL REGISTRATION OF LICENSE, FIFTY DOLLARS.

11 7. FOR ANNUAL REGISTRATION, A UNIFORM FEE OF ONE HUNDRED DOLLARS OR

12 MORE BUT NOT TO EXCEED FOUR HUNDRED DOLLARS TO BE ANNUALLY DETERMINED BY

13 THE BOARD AS NECESSARY TO PROVIDE FUNDS TO CONDUCT ITS BUSINESS.

14 8 . FOR LATE REGISTRATION, A PENALTY OF TWO HUNDRED DOLLARS.

15 9. FOR ANNUAL REGISTRATION FOR INTERNSHIP, PRECEPTORSHIP OR

16 CLINICAL TRAINING, ONE HUNDRED DOLLARS.

0 1 7  10. FOR THE SALE OF COPIES OF THE ANNUAL NATUROPATHIC DIRECTORY

18 WHICH ARE NOT DISTRIBUTED FREE OF CHARGE UNDER SECTION 32-1528, A FEE NOT

19 TO EXCEED TWENTY-FIVE DOLLARS.

20 11. FOR SERVICES NOT REQUIRED TO BE PROVIDED BY THIS CHAPTER BUT

21 WHICH THE BOARD DEEMS APPROPRIATE TO CARRY OUT THE INTENT AND PURPOSE OF

22 THIS CHAPTER, A FEE NOT TO EXCEED THE COSTS OF RENDERING THE SERVICES.

23 ARTICLE 3. . REGULATION

24 32-1551. Grounds for probation, suspension, revocation

25 or refusal to issue license; notice; hearing;

26 appeal

27 A. THE BOARD ON ITS OWN MOTION MAY INVESTIGATE ANY INFORMATION

28 WHICH APPEARS TO SHOW GROUNDS FOR PROBATION, SUSPENSION, REVOCATION OR

29 REFUSAL TO ISSUE A LICENSE FOR UNPROFESSIONAL CONDUCT. ANY NATUROPATHIC

30 PHYSICIAN OR HEALTH CARE INSTITUTION AS DEFINED IN SECTION 36-401 SHALL,

31 AND ANY OTHER PERSON MAY, REPORT TO THE BOARD ANY INFORMATION THE PERSON

32 MAY HAVE WHICH APPEARS TO SHOW GROUNDS FOR PROBATION, SUSPENSION,

33 REVOCATION OR REFUSAL TO ISSUE A LICENSE. ANY PERSON WHO REPORTS OR

v 34 PROVIDES INFORMATION TO THE BOARD IN GOOD FAITH IS NOT SUBJECT TO AN ACTION

. House Amendments to H.B. 22G2

s a w
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1 FOR C I V I L  D A M A G E S  AS A  R E S ULT , AND  T H E  P E R S O N ' S  N A M E  SHALL NOT BE D I S C L O S E D

2 U N L E S S  T H E  P E R S O N ' S  T E S T I M O N Y  IS E S S E N T I A L  TO  THE D I S C I P L I N A R Y  P R O C E E D I N G S

3 C O N D U C T E D  UN DER  T HIS SECTION. A N Y  H E A L T H  C AR E  I N S T I T U T I O N  W H I C H  F A I L S  TO

4 R E P O R T  AS R E Q U I R E D  BY T H I S  S E C T I O N  S H A L L  BE R E P O R T E D  BY T H E  BOARD TO T HE

5 I N S T I T U T I O N ' S  L I C E N S I N G  AGEN CY .

g B. IF, IN T H E  O P I N I O N  OF THE' BOARD, I T  A P P E A R S  THE C H A R G E  IS OF SUCH

7 M A G N I T U D E  A S  TO W A R R A N T  S U S P E N S I O N  OR R E V O C A T I O N  O F  A  N A T U R O P A T H I C

8 . P H Y S I C I A N ' S  L I C E N S E  TH E BOARD S H A L L  S E R V E  ON T H E  P H Y S I C I A N  A SUMM ON S AND A

9 C O M P L A I N T  F U L L Y  S E T T I N G  F O R T H  TH E C O N D U C T  OR IN ABILITY C O N C E R N E D  AND

10 S E T T I N G  T H E  T I M E  AND P L A C E  FOR A  H E A R I N G  TO  BE H E L D  B EF O R E  THE BOARD. THE

11 H E A R I N G  S H A L L  N O T  3 E  H E L D  LE S S  T H A N  T H I R T Y  D AY S  F R O M  S ER VI CE OF THE S U M M O N S

12 A N D  CO MP L A I N T .

13 C. IF T H E  P H Y S I C I A N  W I S H E S  TO BE  P R E S E N T  A T  THE H E A R I N G  IN PERS ON  OR

14 BY R E P R E S E N T A T I O N ,  OR BOTH, HE  S H A L L  F I L E  W I T H  T H E  B OA RD  HIS A NS W E R  TO THE

15 C H A R G E S  IN THE C O M P L A I N T .  T H E  A N S W E R  S H A L L  BE IN WRI TING, VE RI FI ED U N DER

16 O A T H  A N D  FILED W I T H I N  T WE N T Y  DA Y S  A F T E R  S E R V I C E  OF THE S U M M O N S  AND

17 C OM PL A I N T .  ■

18 D. IF T H E  P H Y S I C I A N  C O M P L I E S  W I T H  S U B S E C T I O N  C, HE  MAY BE P R E S E N T  A T

19 T H E  HE A R I N G  W I T H  C O U N S E L  A N D  W ITN E S S E S .

20 E. THE  B OARD S H A L L  ISSUE S U B P O E N A S  FOR W I T N E S S E S  IT DEEMS N E C E S S A R Y

21 A ND FOR W I T N E S S E S  T H E  P H Y S I C I A N  R E Q U ES TS.  ANY  PERSON R E F U S I N G  TO O BEY A

22 S U B P O E N A  S HALL BE C E R T I F I E D  BY THE B O A R D  TO T H E  S UP E R I O R  C OUR T IN THE

23 C OU N T Y  IN W H I C H  S E R V I C E  WA S MADE, A N D  P R O C E E D I N G S  S H A L L  BE HAD AS  FOR

24 CONTEMPT.

25 F. S E R V I C E  OF TH E S U M M O N S  AND C O M P L A I N T  S HA LL BE AS P R O V I D E D  FOR

26 SERVICE OF  TH E S U M M O N S  AN D C O M P L A I N T  IN C I V I L  CASES.

27 G. S E R V I C E  OF S U B P O E N A S  FOR W I T N E S S E S  S HALL BE AS P RO VI DE D BY LAW

28 FOR THE SERVI CE OF S U B P O E N A S  G E NE RA LL Y.

29 H. THE BOARD M AY A D M I N I S T E R  THE OATH TO A L L  W I T N E S S E S  AND S HALL KE E P

30 A W R I T T E N  T R A N S C R I P T  O F  A L L  O R A L  T E S T I M O N Y  S U B M I T T E D  AT  THE  H E A R I N G  AND  TH E

31 O R I G I N A L  OR A COPY  OF A L L  O T H E R  E V I D E N C E  SUBMIT TE D.  T H E  BOARD MAY W A I V E

32 T H E  TECHNICAl R U L E S  OF E V I D E N C E  A T  ANY H E A R I N G  C O N D U C T E D  U N D E R  TH I S

33 SECTION.
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1 I. IF THE BOARD FINDS, AFTER, A HEARING CONDUCTED UNDER THIS

2 SECflON, THAT SUFFICIENT GROUNDS EXIST TO MERIT PROBATION, SUSPENSION,

3 REVOCATION OR DENIAL OF A LICENSE, THE BOARD SHALL, TAKE THE APPROPRIATE

4 ACTION.

5 J. COPIES OF THE WRITTEN TRANSCRIPT AND ALL OTHER EVIDENCE

6 SUBMITTED SHALL BE AVAILABLE AT THE PHYSICIAN'S EXPENSE TO ANY PHYSICIAN

7 APPEALING A DECISION OF THE BOARD AND WITHOUT CHARGE TO THE COURT IN WHICH

8 AN APPEAL IS TAKEN.

9 K. AN APPEAL TO THE SUPERIOR COURT OF MARICOPA COUNTY MAY BE TAKEN

10 FROM DECISIONS OF THE BOARD PURSUANT TO TITLE 12, CHAPTER 7, ARTICLE' 6 .

11 32-1552, Reinstatement of a suspended license; reissuance

12 of a revoked license

13 A. A PHYSICIAN WHOSE LICENSE TO PRACTICE NATUROPATHY HAS BEEN

14 SUSPENDED FOR AN INDEFINITE PERIOD OF TIME, OR REVOKED, MAY APPLY TO THE

15 BOARD FOR THE TERMINATION OF THE SUSPENSION OR REISSUANCE OF THE REVOKED

16 LICENSE UNDER THE FOLLOWING TERMS AND CONDITIONS:

C  17 1. THE APPLICATION SHALL BE SUBMITTED IN WRITING, VERIFIED UNDER

18 OATH AND SHALL CONTAIN OR HAVE ATTACHED TO IT SUBSTANTIAL EVIDENCE SHOWING

19 THAT THE BASIS FOR SUSPENSION OR REVOCATION HAS BEEN REMOVED AND THAT THE

20 TERMINATION OF SUSPENSION OR REISSUANCE OF THE REVOKED LICENSE WILL NOT

21 CONSTITUTE A THREAT TO THE PUBLIC HEALTH OR SAFETY.

22 2. IF IT IS AN APPLICATION FOR THE TERMINATION OF A SUSPENSION FOR

23 AN INDEFINITE PERJ.OO, THE APPLICANT HAS NOT APPLIED FOR TERMINATION MORE

24 FREQUENTLY THAN ONCE IN ANY SIX MONTH PERIOD.

25 3. IF IT IS AN APPLICATION FOR THE REISSUANCE OF A REVOKED LICENSE,

26 THE APPLICANT HAS NOT APPLIED FOR REISSUANCE MORE FREQUENTLY THAN ONCE IN

27 ANY TWENTY-FOUR MONTH PERIOD.

28 ' B. THE BOARD MAY INTERVIEW AN APPLICANT UNDER SUBSECTION A.

29 C. THE BOARD SHALL MAKE ITS DETERMINATION ON EACH APPLICATION AS IT

30 DEEMS CONSISTENT WITH THE PUBLIC HEALTH AND SAFETY AND JUST IN THE

31 CIRCUMSTANCES.

32 32-1553. Insurers to report malpractice claims and actions

33 A. ANY INSURER PROVIDING PROFESSIONAL LIABILITY INSURANCE TO A

v 34 NATUROPATHIC PHYSICIAN LICENSED BY THE BOARD SHALL REPORT TO THE BOARD,

-17-
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1 WITHIN THIRTY DAYS OF ITS RECEIPT, ANY WRITTEN OR ORAL CLAIM OR ACTION FOR

2 DAMAGES FOR PERSONAL INJURIES CLAIMED TO HAVE BEEN CAUSED BY AN ERROR,

3 OMISSION OR NEGLIGENCE IN THE PERFORMANCE OF THE INSURED'S PROFESSIONAL

4 SERVICES, OR BASED ON A CLAIMED PERFORMANCE OF PROFESSIONAL SERVICES

5 WITHOUT CONSENT OR BASED UPON BREACH OF CONTRACT FOR PROFESSIONAL SERVICES

6 BY A NATUROPATHIC PHYSICIAN.

7 B. REPORTS REQUIRED BY SUBSECTION A SHALL CONTAIN:

8 1. THE NAME AND ADDRESS OF THE INSURED.

5 2. THE INSURED'S POLICY NUMBER.

10 3. THE DATE OF THE OCCURRENCE WHICH CREATED THE CLAIM.

11 4. THE DATE OF CLAIM IF SUIT IS NOT SIMULTANEOUSLY FILED.

12 5. THE DATE SUIT IS FILED.

13 6 . A SUMMARY OF THE OCCURRENCE WHICH CREATED THE CLAIM AS STATED BY

14 THE CLAIMANT.

15 7. SUCH OTHER REASONABLE INFORMATION RELATED TO THE CLAIM AS THE

16 BOARD MAY REQUIRE.

17 C. EVERY INSURER REQUIRED TO REPORT TO THE BOARD UNDER THIS SECTION

13 SHALL ALSO BE REQUIRED TO ADVISE THE BOARD OF ANY SETTLEMENTS OR JUDGMENTS

13 AGAINST A NATUROPATHIC PHYSICIAN WITHIN THIRTY DAYS AFTER THE SETTLEMENT

20 OR JUDGMENT OF ANY TRIAL COURT.

21 D. THE BOARD SHALL MAINTAIN THE REPORTS FILED IN ACCORDANCE WITH

22 THIS SECTION AS CONFIDENTIAL RECORDS. STATISTICAL DATA DERIVED FROM THESE

23 REPORTS SHALL BE RELEASED ONLY FOR BONA FIDE RESEARCH OR EDUCATIONAL

24 PURPOSES.

25 E. THE BOARD SHALL INSTITUTE PROCEDURES FOR AN ANNUAL REVIEW OF ALL

26 RECORDS KEPT IN ACCORDANCE WITH THIS CHAPTER IN ORDER TO DETERMINE WHETHER

27 IT IS NECESSARY FOR THE BOARD TO TAKE REHABILITATIVE OR DISCIPLINARY
9

28 MEASURES PRIOR TO THE RENEWAL OF A NATUROPATHIC PHYSICIAN'S LICENSE TO

29 PRACTICE.

30 F. THE BOARD SHALL ANNUALLY REPORT TO THE DIRECTOR OF INSURANCE THE

21 FOLLOWING STATISTICAL INFORMATION REPORTED 8Y INSURERS:

32 1. THE NUMBER OF CLAIMS.

33 2. THE DATES OF THE ACTS OR OMISSIONS WHICH FORM THE BASIS OF

34 CLAIMS.
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r
1 3. THE FINAL DISPOSITION OF CLAIMS.

2 G. THERE IS NO LIABILITY ON THE PART OF AND NO CAUSE OF ACTION

3 ARISES AGAINST ANY INSURER REPORTING OR ITS AGENTS OR EMPLOYEES, OR THE

4 BOARD OR ITS REPRESENTATIVES, FOR ANY ACTION TAKEN BY THEM IN GOOD FAITH

5 . UNDER THIS SECTION.

6 32-1554. Observance of public health laws and regulations

7 NATUROPATHIC PHYSICIANS LICENSED UNDER THIS CHAPTER SHALL OBSERVE

8 AND ARE SUBJECT TO ALL STATE, COUNTY AND MUNICIPAL LAWS AND REGULATIONS

9 R£LATTNG TO PHYSICIANS AND TO PUBLIC HEALTH AS REQUIRED FOR PHYSICIANS OF

10 OTHER SCHOOLS OF HEALING.

11 32-1555. Unlawful acts

12 IT IS UNLAWFUL FOR ANY PERSON:

13 1. TO PRACTICE, ATTEMPT TO PRACTICE OR CLAIM TO PRACTICE

14 NATUROPATHY OR ANY BRANCH OF NATUROPATHY WITHOUT COMPLYING WITH THIS

15 CHAPTER.

16 2. NOT LICENSED UNDER THIS CHAPTER TO USE THE DESIGNATION "DOCTOR

Q 17 OF NATUROPATHIC MEDICINE", "DOCTOR OF NATUROPATHY", "NATURCPATH",

13 "NATUROPATHIC PHYSICIAN" OR THE USE OF ANY OTHER WORDS, INITIALS, SYMBOLS

ig OR COMBINATION THEREOF WHICH WOULD LEAD Tl PUBLIC TO BELIEVE SUCH PERSON

20 WAS LICENSED TO PRACTICE AS A NATUROPATHIC PHYSICIAN.

21 3. TO SELL OR FRAUDULENTLY OBTAIN OR FURNISH ANY NATUROPATHIC

22 DEGREE OR DIPLOMA.

23 ' 4. TO OPERATE A SCHOOL, COLLEGE OR EDUCATIONAL INSTITUTION GRANTING

24 A DEGREE, DIPLOMA OR CERTIFICATE IN. NATUROPATHY UNLESS IT HAS BEEN APPROVED

25 BY THE BOARD.

26 5. TO REPRESENT THAT A SCHOOL, COLLEGE OR EDUCATIONAL INSTITUTION

27 GRANTING A DEGREE, DIPLOMA OR CERTIFICATE IN NATUROPATHY IS APPROVED BY THE

23 BOARD IF THE SCHOOL, COLLEGE OR EDUCATIONAL INSTITUTION HAS NOT BEEN

29 APPROVED BY THE BOARD.

30 6 . TO SECURE OR ATTEMPT TO SECURE A LICENSE TO PRACTICE NATUROPATHY

31 UNDER THIS CHAPTER BY FRAUD OR DECEIT.

32 32-1556. Prosecution for violations

33 THE COUNTY ATTORNEY OF EACH COUNTY OR THE ATTORNEY GENERAL SHALL

34 PROSECUTE ALL PERSONS CHARGED WITH VIOLATING THIS CHAPTER, BUT THE BOARD

-19-
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1 MAY RETAIN- ITS OWN ATTORNEY OR INVESTIGATORS TO AID IN PROSECUTING A

2 VIOLATOR. IF THE BOARD OBTAINS INVESTIGATORS OR LEGAL ASSISTANCE TO

3 PROSECUTE OR AID IN THE PROSECUTION FOR A VIOLATION OF THIS CHAPTER,

4 PAYMENT FOR THESE SERVICES SHALL BE MADE FROM THE NATUROPATHIC PHYSICIANS

5 BOARD FUND.

6 32-1557. Violation; classification

7 A PERSON WHO VIOLATES ANY PROVISION OF THIS CHAPTER IS GUILTY OF A

8 CLASS 5 FELONY.

9 32-1558. Injunction

10 A. AN INJUNCTION MAY BE ISSUED TO ENJOIN THE PRACTICE OF

H  NATUROPATHY EY EITHER OF THE FOLLOWING CLASSES OF PERSONS:

12 1. ONE NOT LICENSED TO PRACTICE NATUROPATHY NOR EXEMPT FROM' THE

13 LICENSING REQUIREMENT UNDER THIS CHAPTER.

14 2. A NATUROPATH WHOSE CONTINUED PRACTICE WILL OR MAY CAUSE

15 IRREPARABLE DAMAGE TO THE PUBLIC HEALTH AND SAFETY.

16 B. IN A PETITION FOR INJUNCTION UNDER SUBSECTION A, PARAGRAPH 1 IT

17 IS SUFFICIENT TO CHARGE THAT THE RESPONDENT ON A DAY CERTAIN IN A NAMED 0

18 COUNTY ENGAGED IN THE PRACTICE OF NATUROPATHY WITHOUT A LICENSE AND WITHOUT

19 BEING EXEMPT FROM THE LICENSING REQUIREMENT UNDER THIS CHAPTER. FOR THE

20 PURPOSE OF THIS SUBSECTION DAMAGE OR INJURY AS A RESULT OF SUCH PRACTICE IS

21 PRESUMED.

22 C. A PETITION FOR INJUNCTION SHALL BE FILED IN THE NAME OF THIS

23 STATE BY THE BOARD OR AT THE REQUEST'OF THE ATTORNEY GENERAL IN THE COUNTY

24 WHERE THE RESPONDENT RESIDES OR MAY BE FOUND.

25 d . ISSUANCE OF AN INJUNCTION DOES NOT RELIEVE THE RESPONDENT FROM

26 BEING SUBJECT TO ANY OTHER PROCEEDINGS UNDER LAW PROVIDED FOR IN THIS

27 CHAPTER OR OTHERWISE. VIOLATION OF AN INJUNCTION SHALL BE PUNISHED AS FOR

28 CONTEMPT OF COURT.

29 £. in ALL OTHER RESPECTS INJUNCTION PROCEEDINGS UNDER THIS SECTION

30 SHALL BE CONDUCTED IN THE SAME MANNER AS OTHER INJUNCTIONS.

31 Sec. 4. Section 41-2362, Arizona Revised Statutes, is amended to

32 read:

33 41-2362. Schedule for termination July 1, 1982

34 The following agencies shall terminate on July 1, 1982: J
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*?I WE PETITION YOU
AS OUR LEGISLATOR VO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO f/iAKE OUH OWN 
CHOICE IN SELECTING THE TYPE OF DOCl'OH AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF . 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

NAME ________________ A D D R E S S ____ .  _  DATE.
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WE PETITION YOU
AS OUR LEGISLATOR VO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION.
WE FEEL IT IS OUK CONSTITUTIONAL RIGHT TO 3E ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DO u t OR AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES.
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

NAME_______________________ ADDRESS________________________________  DATE____________
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AS OUH LEGISLATOR VO RECOGNIZE RY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUH OWN 
CHOICE IN SELECTING THE TYPE OF DOCTOR AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF. 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES, 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?
/ NAME ADDRESS DATE
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AS OUR LEGISLATOR VO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DOuxOK AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF . 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
WO U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

N A M E _____________________ ADDRESS____________________________________ DATE

WE PETITION YOU
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WE PETITION YOU
AS OUR LEGISLATOR VO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION.
WE FEEL IT IS OUR C O N S T I TUTIONAL RIGHT TO BE ABLE TO MAKE OUH OWN 
CHOICE IN SELECTING THE TYPE OF DO u t OR AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF. 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES.
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

N A M E_____________________  ADDRESS_____________________________________ DATE________
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WE PETITION YOU
AS OUH! LEGISLATOR VO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUK C O NSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DOouOR AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF . 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
WO U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?
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AS OUR LEGISLATOR VO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUK C O NSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DOo t OK AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF • 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
U NDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

NAME   ADDRESS _  DATE
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WE PETITION YOU
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AS OUR LEGISLATOR VO RECOGNIZE BY IAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DOoxOR AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE OF . 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDE R S I G N E D  HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUf. CONTINUED FREEDOM 
OF CHOICE?

N AME '_______ADDRESS_____________________________________DATE

WE PETITION YOU

U I >) k  I J j L l TA" W X . ^ 7  -  4 0  - <*"/

Q m <r:'r m cm ^ as____ ancM /A t  _____4 - j t - S j

\ QifL mMA.iM-J&L
/ y w  I f  i t . _________________ " f r s ^ i______w W * /zc .

___

u%3o A P o * r *  o *?  d  3- ' L d  k
______________ f / t i c h j . A  f r

)Q 1  ̂ ^ fL.-\ r?: k •i’.S cN - c~u_______ e ) '■i'm -.A ■ A/Ad. ■ 7° 7

'V I , Z t ' l C-  n i t c  (V ?ru -L _______c l  1 vc-/^  • Q / K  *7 9 5

1/ f e . ' f  r f u c A , A t < .  m o * /

vi. fer 3 7 Q 5 - k h  b r , V e  s h i r t ,  / j j _ ^ £ 2

/ , . ’X f r y  y r n  7 ^ - / ^  J)- k f f 6 &
l  :j  

— *  HtUlLL K m z z z / / /■ ? ££?U- 4>-t 4  A m Ji ± / / sX Ly .....■ V ’j*  ■ ■■— - ■■■■■■■ ■ !«>«■»■ ■ ' -  .......    J * 1-* ■■.■■ ■< ...... .

i ^ C ^ M y  J . C > / . V  f  ffizy ^  -  / r -  Y/
_•/ ;;;

JZy'U <%- ̂ 7lc/t *?$<*?•___^.0$ /W
^Ar> /<■ yJLi. kc^,c,C / V i ^ 3  A//r/%!

f k & k r  ^ X 5 3  f t 6 €  ,/)l. f i v g f e  / I k  4/m
’791 < ~ y  /  < /f^/ c/f-< A v  «? /ff/fr ^

*5  ̂/ I ' l t u x *-//J .3 ^ / 9 m c  J\ /VAt* <7~<y^-2 7>yj-

yM S IL
& L 4 2 4 2 ____________  ( k d i < t£ L
}  0 °  P * .f fa r i' d ^ jU ^ J J L llT O jZ L u

'C k A d z  ĉ = l L s ± î  _______
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AS OUH LEGISLATOR VO RECOGNIZE BY L A W , THE NATUROPATHIC P R O FESSION. 
WE FEEL IT IS OUH CONSTITUTIONAL RIGHT TO BE ABLE TO KAKE OUR OWN 
CHOICE IN SELECTING THE TYPE 0? SUC/rOK AND THE TYPE OF TREATMENT FOP. 
US OR OUH FAMILY. WE W O U L D  PREFER TO 3E ABLE TO CHOOSE BECAUSE OF. 
AVAILABILITY, FROM ALL 0? THE DIFFERENT TYPES OF TREATMENT AND ES- 
F E C TALI.Y AT T I M E S , THE NATURAL METHOD OR NATUROPATHIC SYSTEM • WE TEE 
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE v ATURO?ATKIC SERVICES0 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF CUR CONTINUED FREEDOM 
OF CHOICE?
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bc);.)’fi ẐKcc/’r l i f  f'*T>£iG ( A v ' i  Tv n«-iwA lo ,<(-■. <r. c.« i 7 •>/ ci
. ■? C. t Z o x t W  . Q Q  « ' i w

f r i a w  m  I d cm 2
I W  1 ~ K  ^-30~*' f a /  cl ' ! b O i  Q - Q J - d /

i
g ’. - W  X  "-i Q ? ^ r < /  A V

iv ' vo -> >7^.6' r ■■■■, /’? < i ; p J . O r^. A  > ’.-v ' l.i,,L.f_ b \ u  ^YjcTNy // ~ , D . V ~ /

^ M r U '  w - o r  y % p x  H r* 7 * >
\  / ''/T ffrr l :  H  /> ^ / 7  >//. I V  O  /?r / L / 7 ^ - / c /  ‘//V/zF/, / - V "  f  <T < ?  c/  V  "J7 7 - 0

;0£5 / l Y r U  4b /j){/\
! J M l i / L ? / L > , ____________________________.__________  ______________________________ _________

i  i i)J< R^yLui^ KjJ __________5PJPjc\ & 'I f ihf/i .  tfWO'7________________ V / ; ? / / ;



V' h1 -'‘~1 ** r%- A V

«- 2j \/ ̂  i\ . .  J i  j .  _  .w * t~  - . . n . j  i '  i w j n W i . v .  v-» • ■•••* . . .
UNDERSIGNED HAVE USED OR WOULD LIKE TO USE NATUROP.Viv.IC SERVICES. 
WO U L D  YOU ACD IN CUR 32HAL? TO ASSURE US 3? OUR C.NTINUE. FREEDOMrvn ^v<\TPr>0
0 5  C H O I C E ?  

N A V E ADDRESS DATE

1 k b / ; / / . W /  " Z l  f f J  r t J k Y r w e  ' A  “/ a #
- / ; > / / /  ■■/Q j d J d / - L  , . / ? ; = ■  /■>/., i X »

, 0 2 3 !  A* J s ^ 'd jc J - P ' / p P - 1) f t / r r / i f n C Q o s  A -/3 . O Q G o d

X  /X/T"______________ /  A C  /  //9 r>  J i > C r / n  <? X X  r t / y r r r / s ?  s?

f f iw j 6*w-- f x ?  %5!lL fy Jb JJyd ? 'A H ■
^  b o !  /r, ( s r t / T f i V  A / / q C  X . V < v ? 4  9 'f 'f K ) /
-r f~

T /  f  . . . . , ,  i n  ??- / v /  /.-^ ■? / ? ................. ........./? / ' 'Q - 7 ' .c 7 /•JZ

Y r Y J 2 ,  J \  6 4 ^  'y§%<D ( A , . ,  U - , . IV Y  ° '? 5 ro ' /
J / ~ .  » .' i 1 ' ~ “ _  >.v r  “J— —

/ x W /  X v  / X  ^  / X  /7 s K C  f t  / ?  / &  4 /  X  > > 7 H ?

> X y v y ?.,->
/ /

y/ t v  V  /  „  / < ,  , i  p p fi ' . y .  f H. DV -' W?  ’ /"7T— ________ / - J a.,/ / C ‘ . 3 ’ >n "  ‘/  / X

tU-yJVlw \A.0>i\ .X  vx X x X  'O."'~Y O.Vi 7

y U X
' CW / • - I /~~4~i \/ i~,V H  V  p-^w  X X .». c’. 4 /*,? <■> ̂  c.-- £/;/ /

v ^ u A C K ^   ~ A O  t A o r r i r  a  ^ ~ c , c . A  X W a  ' A c

ith a T J i- ..*. .    ■ - -. ■■ «I ■. — •'■/v  b o  Cob  ho i ) f / u \ \  A y  *1̂/ f? /1

\ s ' /  | [,
 L T / A .U .- P .  ________________ — —  -------

- y 6 ? 7 v / ^ 6 - ^ ^  5 T / ;V

c! / ) ^ Y  K  l-jP-Q^ y. K>' , C y  L >-..;< •'/. -// ̂  s ‘0  J/  ( J V I

t>0 ,<r l i?gy > t ' ' v j Y  (JL ld jJ  ‘_______ ^ *-/________

<,-r/>m a t/) { p  >A,dUl j K /* fj /  J X  /*

’ ^ 1 Tv G*d>u 9? ft )'  ̂ .«r v  ̂  ̂  ̂ '  ̂r/  r /  y

c-̂ yX v  jV P N - A r r r ?  ., ‘̂ 4 - "J ;y, ^ r ' l .  AAQ'^ ^  A rK R r 'f ,r , o
\ V  A -  .. .. v, *  ,  .\ n  ~ i i /  '  s '?  s7 J  f ? c

2a. / I ,  ^

n.A >:;» An: '/li' / r 0-f- Â V.
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AS CUR LEUISLATOR VC) RECOGNIZE BY L A W , THE NATUROPATHIC - .-.OPES SI O N .
WE FEEL IT IS OUH CONST UTIONA L FIGHT TO BE ABLE TO ?’:A!<E OUH OWN
CHOICE IN SELECTING THE TYPE 0.? UOurCH AND THE TYPE OF TREATMENT FOR 
US OR OUH FAMILY. WE WOULD PREFER TO 3E ABLE TO CHOOSE BECAUSE OF . 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND SS- 
rE C TALLY AT TIMES, THE NATURAL M'THOD OR NATUROPATHIC SYSTEM. V;E T.V.E 
UNDSRSTG N E D  HAVE USED OR WOULD LINE TO USE NATUROPATHIC SERVICES. 
WOULD YOU ACT _N OUR BEHALF TO ASSURE US OF CUR C H! TINTED FREEDOM 
07 CHOICE?

N , \MS A D DRESS_________________________________
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AS OUR LEO I Si' AT OR VO RECOGNIZE BY L A W , THE NATUROPATHIC PRO F E S S I O N . 
WE FEEL IT IS OUR C O NSTITUTIONAL FLIGHT TO BE ABLE TO MAKS OUR OWN 
CHOICE IN SELECTING THE TYPE 05' DOo t OK AND THE TYPE OF TREATMENT FOR 
US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE 0? 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM • WE THE 
UNDERSTGNSD HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US 0? OUR CONTINUED FREEDOM 
OF CHOICE?

WE PETITION YOU
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AS OUH LEGISLATOR VO RECOGNIZE BY I-AW, THE NArlLROPATHIC PROFESSION. 
Vi'S FEEL IT IS OUH CONSTITUTIONAL SIGHT TO 35 ABLE TO 7AA202 OUH OWN 
CHOI OS IN SELECTING THE TYPE 05' DO d t OK AND THE TYPE 05 TREATMENT 50H 
US OH OUH F A M I L Y , WE WO U L D  PREFER TO BE ABLE TO CHOOSE BECAUSE 07 . 
AVAILABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND 2SS- 
F E C TALLY AT TINES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSIGNED HAVE USED OR WOULD LINE TO USE NATUROPATHIC SERVICES. 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

• • PE T I T I O N  YO U

NAME ADDRESS
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WE PETITION YOU
AS OUH LEGISLATOR VO RECOGNIZE -Y L A W , THY NATUROPATHIC PROFESSION.
W3 FEEL IT IS OUH CONSTITUTIONAL RIGHT TO BY ABLY 'JO MAKS OUH OWN 
C:-0;CY IN SELECTING THE TYPE 0? DO u t OH AND THE TYPE OF TREATMENT FOR 

OR OUH FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE 0? ■ 
AVAILABILITY, FROM ALL 0? THE DIFFERENT TYPES 0? TREATMENT AND H3- 
?*CIALTY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SYSTEM. WE THE 
UNDERSTCNSD HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES.
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?
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/ J'lPAo'I ŝ J(sA>v .0,1 $yy!.rf?,r7c/.M / 5 7 )  3___ 6  /j>, ̂  / tf7/____

\E 5 5 l L . 0 7 ±£.& ,  < , / ? . ■ # ■  A x  V J V 9  "  9 4 < ~/? x -

L d  ,/> fen 'i'-’O . h a .  <?V I O u c h s y r )  A J r .  L  - . 1 9 - , f I

5 , % / 5  Cl w  TV fOJJs>uJ.ap 0 _ju-i - 9 V  b  £ - ?S0 - £ ̂__________
* * v. " ** ' "

v >  L r U L , ___________________ < > v t  ■ ra > ,>- S . - W Q , , , ^  a  <h T t » ~ ? ______________ fe  • m ~ ^ / _________________

^■Lvf y >  Q  ! ^ > - W  &vvNr<? A  1 S 5“ O  ~7 (o - 3  O -  $ ( ____________

” /  r t # C * s & U C .  L - O . W  Lr1 . I / / / ^  7 7 D / U  /- / r /

J)avjA f~. (^\Xu_/v a A A j  5 0  oO.KcrV Cfhur>'< C» t  / / A " 7

^ ̂  ̂  Dp, Vv\ 0\rwVV On . r\? c\ cV(o ~\ \  ̂\% \
^  k Uri\ , ; M ^ R r w ! 7 ? 3 T  A ^ X . A l C  'o9 7/}/?/\

i. 01 < W * y  S U - aN 010' UI AfOC^ (\ °'05o?3 ^ h i  el

C/ dfclTTlltfor^ r}.cfti*'/S'$ C / u ^ y h J L  9 9 ^ 7  A k  7 / 6 / % /

(̂r̂ \ \ \ < 0 > n \ . , L _ 7cno r<W Z^ 7/£///
VcON. ^-V, O ^ W s ^ n - U ,  $Vco. CA C l 3 ^L7 -



AS OUH LEGISLATOR VO rtliCCGNIZE BY L A W , THE NATUROPATHIC P R O FESSION. 
WE PEEL IT IS OUR CONSTITUTIONAL FIGHT TO BE ABLE TO LAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OP DOi/rOH AND THE TYPE OP TREATMENT FOE 
US OR OUR FAMILY. WE WOULD PREFER TC 3E ABLE TO CHOOSE BECAUSE OF. 
A V A I L A B I L I T Y , FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND E S­
PECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC '"SYSTEM* WE THE 
UNDERSTC N S D  HAVE USED OR WOULD LIKE TO USE NATUROPATHIC SERVICES. 
W O U L D  YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

C ■■' WE PETITION YOU
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WE PETITION YOU
AS OUR LEGISLATOR TO RECOGNIZE BY~LAW,*THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DOCTOR AND THE TYPE OF TREATMENT 
FOR US OR OUR FAMILY. WE WOULD PREFER TO BE A nLE TO CHOOSE BECAUSE 
OF AVAIIA B I I I T Y , FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND 
ESPECIALLY AT T I M E S , THE NATURAL METHOD OR NATUROPATHIC SERVICES. 
WOULD YOU ACT IN OUR BnRALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?

NAME  ADDRESS______________  DATE
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WE PETITION YOU
AS OUR TSOISLATOR TO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION, ws WEEL J,r TS OUR CONSTITUTIONAL RIGHT TO 3E ABLE TO MAKE OUR OWN 
CFOTC” tn" S ELECTtNO THE TYPE OF DOCTOR AND THE TYPE OF TREATMENT 
FOR~US OR OUR FAMILY. WE WOULD PREFER TO BE ARLE TO CHOOSE BECAUSE 
0? A V A T A B TTTT V , FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AMD 
ESPECIALLY AT TIMES, TilE NATURAL METHOD OR NATUROPATHIC SERVICES. 
WOULD YOU ACT IN OUR BEHALF TO ASSURE US 0? OUR CONTINUED FREEDOM 
OF CHOICE?

NAME ^  ADDRESS DATE
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WE PETITION YOU
AS CUR ISOISLATOR TO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS CUR CONSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE IN SELECTING THE TYPE OF DOCTOR AND THE TYPE OF TREATMENT 
FOR US OR OUR FAMILY. WE WOULD PREFER TO BE A qLE TO CHOOSE BECAUSE 
OF AVAIIABIIITY, • G;.1 ALL OF THE DIFFERENT TYPES OF TREATMENT AND 
ESPECIALLY AT TI;.._, THE NATURAL METHOD OR NATUROPATHIC SERVICES. 
WOULD YOU ACT IN OUR Be HAL? TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?
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WE PETITION YOU
AS OUH ISOISLATOR TO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION. 
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO WAKE OUH OWN 
C H O TC2 IN SELECTING THE TYPE OF DOCTOR AND THE TYPE OF TREATMENT 
FOR US OR OUR FAMILY. WE WOULD PREFER TO BE ABLE TO CHOOSE BECAUSE 
OF AV A I L A B I I I T Y , FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND 
ESPECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SERVICES. 
WOULD YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?
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WE PETITION YOU
AS OUR LEGISLATOR TO RECOGNIZE BY LAW, THE NATUROPATHIC PROFESSION.
WE FEEL IT IS OUR CONSTITUTIONAL RIGHT TO BE ABLE TO MAKE OUR OWN 
CHOICE TN SELECTING THE ?Y;'S OF DOCTOR AND THE TYPE OF TREATMENT 
FOR "US OR OUR FAMILY’ WE WOULD PREFER TO 3E A«LK TO CHOOSE BECAUSE '
OF AVAT~ABILITY, FROM ALL OF THE DIFFERENT TYPES OF TREATMENT AND 
ESPECIALLY AT TIMES, THE NATURAL METHOD OR NATUROPATHIC SERVICES.
WOULD YOU ACT IN OUR BEHALF TO ASSURE US OF OUR CONTINUED FREEDOM 
OF CHOICE?
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ia jn u keSS IO N A L  RECORD — SENATE March 1, 18S3
■ In penalties under th e  AECA would 
oartlve and to a llow  adequate time to 
tent ne chance in pricing lo r  tra in - 
; o th e r sections would be e ffective on 
r  t . 1983.

S . 638
cnncfrd by f i e  Senate and House o f  
■ntativcs o f  the United States o f  
i  in Concircss assembled. T h a t th is 
y be cited as the  "Spec ia l Secu rity  
ition Act o f 1983".
7A *Y  SALES AND RELATED PROGRAMS.
31. (a ) In  addition to  am ounts other- 
de ava ilab le fo r  th e  fisca l yea r 1983 
i Guaranties under section 24 (a ) o f 
is E xpo rt C on tro l Act. $425,000,000 
principal arc au thorized  to  be so 
•ed during such fisca l year, 
i addition to am ounts otherw ise 
ailab lc f o r  the fisca l yea r 1983 to  
it the p rovisions o f section 503 o f 
■ten Assistar.ce Act o f 1961. there is 
ed lo  bp app rop ria ted  $142,000,000 
sn t such provisions fo r such fisca l

ECONOMIC SUTPORT FUND
2. In  addition to  am ounts otherw ise 
'd to be app rop ria ted  fo r  the fisca l 
3 to ca rry  ou t the  provisions o f 
1 o f pa rt I I  o f th e  Fore ign Assist- 
o f 1961. there  is au thorized  to be 

ited $82,000,000 to  carry ou t such 
s lo r  such llscn l yea r.
IONAL ORGANIZATIONS AND PROGRAMS
I. In  addition to am ounts otherw ise 
■.liable fo r  the fisca l year i?83  to 
the provisions o f chap te r 3 o f pa rt 
Foreign Assistance Act o l 19,’>1, 

lu thonzcd  to be approp riated  fo r  
year 1983 $4,500,000 to  ca rry  o i t 
.siorts. fo r  paym ent to the Intertm - 
mic Encrcy Agency.
.••Se c t io n  A n a l y s is  o f  t h e  P r o - 
•k c ia l  S e c u r it y  C o o p e r a t io n  A c t

I .  INTRODUCTION 
posed Specia l Secu rity  Coopera- 
1983 contains freestanding p rov i­

der to au thorize  supp lem enta l in- 
I security assistance to meet 
us fo r  fisca l yea r 1983.
;. p r o v i s i o n s  o r  t h e  r i l l  
101. M ilita ry  sales and related  

program s 
t lon  au thorizes an Increase o f 
3 In the llrni'. established In P X . 
the to ta l p rinc ipa l am oun t o f 

vhlch Guaranties may be Issued 
il year 1983 under scc tlo r 24(n> 
X
■n. this section au thorizes an In- 
.tpproprtntlons o f $142,000,000 
mount made ava ilab le in P .L  97- 
.1 year 1983 to ca rry  ou t the  m ill- 
incc p rogram . A lthough  the 
budget fo r  fisca l year 1984 re- 
supplemental app rop ria tion  o f 
to carry ou t the  m ilita ry  assist- 
m fo r fisca l yea r 1983. section 
ly provides au thoriza tion  to ap- j \ l  part o f the budget request 

■a Inch is proposed to be used 
•emenr to the D epartm ent o f 
defense artic les, defense serv- 

i arv education and tra in ing pro-
’( n down [Mirsii.Kit io  section

!1. Econom ic su p p o rt , and 
l o l ■ midget to r fiscal > u r  1384
■ m piem enia l ,.;;p rou ri it ion  ol 
“ r ’ be Economic zu ipport 

it >*ar 19.U. Th is ,eel ion in ­

creases by $82,000,000 the au thoriza tion  o f 
app rop ria tions fo r  fisca l yea r 1983 fo r  th is 
Fund , made by P .L . 9 7 -U 3 . T h e  amounts 
approp ria ted  In P .L . 97-3V7 fo r  th is Fund 
fo r  fisca l yea r 1983 were $62,500,000 less 
th an  the am ount au thorized  by P .L . 97-113. 

Sec fion  103. In te rn a tio n a l o rgan iza tions  
and p rogram s 

T h is  section au thorizes an Increase In ap ­
p rop ria tion s ot $4,500,000 above tfie  am ount 
made ava ilab le In P X . 97-377 fo r  fisca l yea r 
1983 to cu rry  ou t C hap te r 3 o f p a rt I  o f the 
Fore ign  A s^ tan ce  Act o f  19-51. as amended. 
These funds wui be used fo r  paym ents 'o  
the In te rn a tio n a l A tom ic Energy Agency.

S . 639
Be it  enacted by the Senate and House o f  

Rep rcsen ta 'ires o f  the United States o f  
America in  Congress assembled

SHORT T1TMC.
S e c . 1. T h is  Act m ay be cited as the "Leba­

non  Emergency Assistance Act o f 1983".
ECONOMIC SU IT O RT  FUND 

S e c . 2. (a )  I t  Is hereby determ ined th a t 
th e  nationa l interests o f th e  United S tates 
would be served by the au tho riza tion  and 
app rop ria tion  o f add itiona l funds fo r  eco­
nom ic assistance fo r  Lebanon In o rd e r to 
p rom ote the econom ic and po litica l s tab ility  
o f th a t coun try  and lo  supp ort the in te rn a ­
tiona l e f fo r t  to  streng then  a sovereign and 
Independent Lebanon.

(b ) Accordingly , in addition to amounts 
otherw ise au thorized  to be appropriated fo r  
fisca l yea r 1983 to ca rry  ou t the provisions 
o f chap te r 4 o f pa rt I I  o f the  Foreign Assist­
ance Act o f 1961, thcr.- is au thorized  to be 
approp ria ted  $150,000,100 to carry  ou t such 
provisions.

<c) The am ou n t; app rop riated  pursuant to 
th is section a e au thorized  to rem ain ava ila ­
ble un til cxpe ided .

M IL ITA RY  SALES AND RELATED TROGRAMS
S e c . 3. (a )  I n  o rd e r to support the rebu ild ­

ing o f the  armed forces o f Lebanon, the 
Congress lind s that the nationa l security In- 
tcrc-SLs o f the United S ta tes would be served 
by the au th o riza tion  and approp ria tion  o f 
additiona l fu r.os to provide train ing fo r  the 
Lebanese arm ed forces and to finance p ro ­
curem ents by Lebanon o f defense artic les 
and defense services fo r  iLs security requ ire­
ments.

(b ) In  addition to am ounts otherw ise 
made ava ilab le fo r  the fisca l yea r 1983 to 
ca rry  ou t th e  provisions o f chap te r 5 o f pa rt 
I I  o f the Fore ign  AssLstance Act o f 1961, 
th e re  are au thorized  lo  be npp rop rla lcd  f o r ’ 
th e  fisca l year 1983 $1,000,000 to ca rry  ou t 
such provisons,

(c> In  addition to  am ounts otherw ise made 
ava ilab le fo r  the fisca l yea r 1983 fo r  loan 
guarantees under section 2 4 (a ) o f the Arms 
E xp o rt C on tro l Act. $100,000,000 o l loan 
p rincipa l are au thorized  to be so guaranteed 
during such fisca l year.
S e c t i o n - u y - S i . c t i o n  A n a l y s i s  o r  t h e  P r o ­

p o s e d  L e b a n o n  E m e rg e n c y  A s s i s t a n c e  A c t  
o r  1983

t .  in t r o d u c t io n  
T h e  proposed Lebanon E m e rc rn ry  Assist­

ance Act o f 1983 (" th e  B U I" ) contains free ­
standing p rovisions in o rd e r to au thorize 
supp lem enta l In te rn a tiona l se ru rity  assist­
ance lo r  the lisca l )e a r  19113 fo r D-b.ini'n. 
T h e  am ounts which would lie au thorized in 
the B ill represent the to ta l am ounts which 
are prom ised to be a llocated to Leuanon in 
fisca l year IUB3 from  am o ie .is  made availa- 
Lie pu rsuan t to tins B ill and Putdic Law U7- 
277 fo r  the Economic Suppo rt Fund, m e  In ­
te rn a tiona l M ilita ry  Education and T ra in ing  
p rogram , and the fo re ig n  M ilita ry  Sales 
C red it p rogram .

I I .  p r o v i s io n s  o p  t h e  m u .
Section 1. Sho rt tit le  

T h is  section provides th a t the  B i ll may be 
cited as the "Jcb an on  Emergency Assist­
ance Act o f 1983".

Section  2. Econom ic support fu n d  
T i l ls  sc -tion  consists o f th ree  subsections, 

as fo llow s:
fa )  T i lls  subsection states th e  determ ina­

tion  o f  Congress th a t  the n a tiona l Interests 
o f th e  U n ited  S tates would be served by the 
au th o riza tion  and app rop ria tion  o f add ition­
a l funds fo r  economic assistance to prom ote 
the econom ic and po litica l s tab ility  o f Leba­
non and lo  support the in te rn a tiona l e f fo r t  
to  streng then  its sovere ignty and independ- 
cnee.

(b ) T liis  subsection au thorizes the  app ro ­
p ria tion  o f S150.000.000 fo r  economic sup­
p o rt  pu rsuan t to chap te r 4 o f P a rt  I I  o f the 
F o re ign  Assistance Act, in addition to 
am ounts o therw ise au thorized  (o r th a t 
chap te r by Pub lic  Law 97-133.

(c> T h is  subsection provides th a t th e  
am ounts app rop ria ted  pu rsuan t to t i lls  sec­
tion  a re au thorized  to rem ain ava ilab le u n til 
expended.

Section 3. M ilita ry  sales and related
prog ram s . , .. .

T h is  section consists o f th ree  subsections 
as fo llow s:

fa )  T h is  subsection Is a  find ing by the 
U n ited  S ta tes  Congress, in support o f the 
rebu ild ing o f the a rm ed forces o f L-ehanon. 
th a t the au th o i ization and app rop ria tion  o f  
supp lem enta l funds fo r  m ilita ry  sales and 
re la ted  program s w ou ld serve the nationa l 
security in terests o f  the United States. 
These add itiona l funds would be used to 
provide tra in ing  fo r  the Lebanese armed 
forces and to finance p rocurem ents by Leba­
non o f  defense a rtic les and defense services 
fo r  Its security requirem ents.

(b ) T h is  subsection au thorizes the appro­
p ria tion  o f an add itiona l $1,000,000 fo r  the 
fisca l yea r 1983 fo r  the  In te rn a tio n a l M ili­
ta ry  Education and T ra in ing  ( IM E T ) p ro ­
gram . Th is au th on za tlcn  is in addition to 
the am ounts made availab le fo r the  IM E T  
p rog ram  by Pub lic  Law 97-377

(c ) T h is  subsection au thorizes an Increase 
o f 5100.000.000 is the  lim it established In 
Pub lic  Law 97-377 on the to ta l principa l 
am ount o f loan s fo r  which guaranties may 
be issued during lisca l ytdT 1983 under section 
24(a> o f the A rm s E xp o rt  C on tro l A ct.«  J
— ,    - 3B y  M r. D O L E  (by  request): • - - A- 

S . G‘10. A b ill to am end th e  In terna l 
Revenue  C ode  o f 1054 to prov ide fo r ,, 
th e  in clusion  o f ce rta in  em p loyer con -, 
tribu tion s to  h e a lth  p lan s In an  cm -, 
p loyce 's c ross Income; to  th e  C om m it -’ 
tec on F inan ce , -- -**.7

S . 041 . A b ill to  prov ide fo r v o lun ta ry  .' 
private n 'tcm a tlv e  coverage fo r m edl-*-’ 
care beneficiaries , and fo r  o th e r  pu r-'r  
poses: to  th e  C om m ittee  on  F inance .

S . 042. A  bill to  re s tru c tu re  th e  m cd i-7  
care  h osp ita l Insurance p rog ram ; to  
th e  C om m ittee  on F inance .

S . 043 , A  b ill to m ake Improvem ents 
in th e  m ed icare and m ed icaid p ro ­
grams, and fo r o th e r  pu rposes ; to the  
^ om in it te c  on  F inance . ^

HEALTH INCENTIVES REFORM l.EG IS IA T IO N
•  M r . D O L E . M r , P re s id e n t . I  am  In - 
t ro a u c m g  t o d a y , a t  t h e  re q u e s t  o f  t lie  
a dm it u s i r a t io n , t i f i r m  a JotTOTn p o  rion tS " 
o i th e  h e a l t h  in c e n t iv e s  r e f o rm  p ro ­
g ram . T h e r e  a re  f iv e  c o m p o n e n ts  o f  
th e  p a c k ag e , o n e  o f  w h i c h - t h e  p r o
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change In pena lties under the  AECA would 
be retroactive ana to  a llow  adequate tim e to  
Implement the change in pricing fo r  t ra in ­
ing. A ll o th e r sections would be effective on 
O ctober 1. 1983.

S . 638
Be  it enacted by the Senate and House o f  

Representatives o f  the United States o f  
America in  Congress assembled. T h a t  th is 
Act may be cited as the  "Specia l S ecu rity  
C ooperation  Act o f 1983".

m il i t a r y  s a l e s  a n d  r e l a t e d  p r o g r a m s  
Sec. 101. (a )  In  add ition  to amounts o th e r­

wise made ava ilab le f o r  the fisca l year 1983 
fo r  loan  guaranties under section 24 (a ) o f 
the  Arms E xp o rt C on tro l Act. $425,000,000 
o f  loan  p rincipa l a re  au thorized  to be so 
guaranteed during auch fisca l y-ear.

(b ) In  addition to  am ounts otherw ise 
made ava ilab le  fo r  th e  fisca l yea r 1983 to  
ca rry  ou t th e  provisions o f section 503 o f 
the Fore ign Assistance Act o f 1961. there  Is 
au thorized  to be app rop ria ted  2142.000.000 
to carry  o u t such provisions fo r  such fisca l 
yea r.

ECONOMIC SUPPORT FUND
S ec. 102. In  addition to amounts otherw ise 

au thorized to be app rop ria ted  fo r  the fisca l 
yea r 1983 to ca rry  ou t the provisions o f 
chap te r 4 o f p a rt I I  o f the Fore ign Assist­
ance Act o f 1961. the re  is authorized to be 
approp riated  $82,060,000 lo  ca rry  ou t such 
provisions fo r  such lisc a l year.
INTERNATIONAL ORGANIZATIONS AND PROGRAMS

S ec . 103. In  addition to amounts otherw ise 
made availab le fo r  the  fiscal yea r 1983 to 
ca rry  ou t the provisions o f chap ter 3 o f pa rt 
I o f the Foreign Assistance Act o f 1961. 
there Is authorized to be appropriated fo r  
the lisca l year 1983 $4,500,000 to carry  ou t 
such provisions, fo r  paym ent to the In te rn a ­
tiona l A tom ic Energy Agency.
S e c t io n -d y - S e c t io n  A n a l y s is  o r  t h e  P r o ­

p o s e d  S p e c ia l  S e c u r it y  C o o p e r a t io n  A c t  
o r  1 9 8 3

I .  INTRODUCTION 
The proposed Specia l Secu rity C oopera­

tion Act o f 1983 contains freestanding p rov i­
sions in o rd e r to au thorize  supp lem enta l In ­
te rnationa l security assistance to meet 
urgent neecs fo r  lisc a l yea r 19113.

I I .  PROV IS IONS o r  THE BILL
Section 101. M ilita ry  sales and related 

program s
This section au thorizes an Increase o f 

$125,000,000 In the  lim it established In P X . 
97-377 on Die to ta l p rinc ipa l am ount o f 
loans fo r  which guaranties may be Issued 
during fiscal year 1983 under section 24 (a ) 
o f the AECA.

In  nddltlon . th is section au thorizes an In ­
crease In npp ropnn tlon s o f $142,000,000 
above the am ount made ava ilab le in P .X  97- 
377 fu r fisca l year 19U3 lo  carry  ou t the m ili­
ta ry  assistance p rog ram . A lthough the 
President's budget fo r  fisca l year 1984 re ­
quested a supp lem enta l app rop ria tion  o f 
$167,000,000 to ca rry  ou t the  m ilita ry  assist­
ance p rogram  fo r fisca l yea r 1983, section 
506(c ) a lready provides au thoriza tion  to ap ­
p rop ria te  th a t pa rt c l the budget request 
($25 ,000 ,000 ) which Is proposed to he used 
lo r  reimbursement (o  Hit* D epartm ent o f 
Defense lo r  defense artic les, ile irn se  serv­
ices and m ilita ry  education and tra in ing pre- 
iin'.i.sly drawn down pursuant to sect I t . '  
5001  a  i.

Section 103. Econom ic support fund  
Ci.e President's budget lo r  lisca l year 1284 

requested a supp lem enta l app rop ria tion  nl 
5144 aiio.ooo fo r ’.he Economic .Snppoti 
1-una lo r  lisca l year 1933. This section in ­

creases by $82,000,000 the au th o riza tion  o f 
approp riations fo r  fisca l y ea r 1983 fo r  th is 
Fund , made by P .X  97-113 . T h e  am ounts 
approp riated  In P .X  97-377 fo r  11.is Fund 
fo r  fisca l yea r 1983 were $62,500,000 less 
th an  the am ount au thorized  by P X . 97-113 . 

Section 103. In te rn a tio n a l o rg an iza tion s
and program s 

T h is  section authorizes an  increase In ap ­
p rop ria tions o f $4,500,000 above the am our.t 
made availab le In P X . 97 -377 fo r  fisca l year 
1983 to carry  ou t C hap te r 3 o f p a rt I  o f the 
F o re iyn  Assistance Act o f 1961. as amended. 
These funds w ill be used fo r  paym ents to 
the In te rn a tio n a l A tom ic Energy Agency.

S . 639
Be it  enacted by the Senate  and  House o f  

Representatives o f  the U n ited  S tates o f  
America in  Congress assembled.

SHORT T IT LE
S ec. 1. T h is  Act m ay be cited as th e  "Leba­

non  Emergency Assistance Act o f 1983".
ECO N OM IC S U r r O R T  FUND

S ec . 2 . ( a )  I t  Is hereby determ ined th a t 
the  nationa l Interests o f th e  U n ited  S ta tes 

. would be served by the au th o riza tion  and 
app rop ria tion  o f add itiona l funds fu r  eco­
nom ic assistance fo r  Lebanon in o rd e r to 
p rom ote the  economic and p o litica l stab ility  
o f th a t coun try  and lo  support the in te rn a ­
tion a l e f fo r t  to streng then  n sovereign and 
Independent Lebanon.

(b ) Accordingly, in add ition  to am ounts 
otherw ise authorized to be app rop ria ted  fo r  
fisca l year 1983 to carry  ou t the provisions 
o l ch ap te r o f pn.7‘, 11 o f th e  Fore ign  Assist­
ance Act ■ '• 196- the re  Is au th o rized  to be 
a p p rop r l:.« d  $'<50,000,000 to ca rry  ou t such 
provisions.

(c ) T tic am ounts app rop ria ted  pu rsuan t to 
th is section arc au thorized to rem ain ava ila ­
b le un til expended.

M IL ITA RY  SALES AND RELATED PROGRAMS
S ec. 3. (a ) I n  o rd e r to support the rebu ild ­

ing o f t lie  armed forces o f  Lebanon , the 
Congress finds th a t the n a tion a l security 1.. 
tcre.sLs o f the United S ta tes would be served 

• by the au tho riza tion  and app rop ria tion  o f 
add itiona l funds to provide tra in ing  fo r  the 
Lebanese armed forces and to linance p ro ­
curements by Lebanon o f defense a rtic les 
and defense services fo r  Its security requ ire ­
ments.

(b ) In  nddition to am oun ts otncrw lxc 
made availab le fo r  the fisca l yea r 1983 to 
ca rry  out the provisions o f ch ap te r 0 o f  pa rt 
I I  o f the Foreign Assistance Act o f  1981., 
there  are au thorized  to be app rop ria ted  fo r i 
th e  fisca l year 1983 $1,000,000 to c a rry  ou t] 
sucl) provisons,

<c) In  ndd ltlon to am ounts otherw ise made 
ava ilab le fo r  the fisca l yea r 1983 fo r  loan 
guarantees under section 2 4 (a ) o f th e  Arms 
E xp o rt C on tro l Act, (100 .000 .000 o f loon  
p rincipa l are au thorized to be so guaranteed 
during  sucl) fiscal year.
S e c t i o h - b y - S e c t i o n  A n a l y s e  o r  t h e  P r o ­

p o s e d  1 -t .b an on  E m e r g e n c y  A s s i s t a n c e  A c t  
o r  1983

I .  IN T R O D U C T IO N  

Th e  proposed Lebanon Emergency Assist­
ance Act o f 1983 (" th e  H i l l" )  con in ins fre e ­
standing provisicns in o rd e r to au tho rize  
supp lem enta l In l'-rn a tlon a l security .assist­
ance (o r the llsr.a,' year 19113 (o r  X-b.anon. 
T h e  amounts which would lie au thorized  In 
the Mill represent the to ta l am ounts which 
.are proim srd lo  be ....... *"d lo  l.cii.anon in
lisca l year 1983 from  am ounts made ava il,v  
ile pursuant lo  th is B i ll and Pub lic Law 97 - 
. 77 (o r the Economic Suppo rt Fund, t o r  (n- 
(e rna tionn l M ilita ry  Education and T ra in ing  
program , nnd the Foreign M ild.ary Sales 
C red it program .

I I .  P R O V IS IO N S  OF T H E  BILL

Section I .  Sho rt title  
T h is  section provides th a t the B i l l may be 

cited as the "Lebanon  Emergency Assist­
ance Act o f 1983".

Section  2. Econom ic support fu n d  
T i lls  section consists o f th ree subsections, 

as fo llow s:
(a )  T h is  subsection states the de te rm ina ­

tion o f  Congress th a t the nationa l In terests 
o f th e  United S tates would be served by th e  
au tho riza tion  and app rop ria tion  o f add ition ­
a l funds fo r  economic assistance to p rom ote 
the econom ic and po litica l stab ility  o f  Leba­
non and to support the in te rn a tion a l e f fo r t  
to streng then  its sovereignty and independ­
ence.

<b) T h is  subsection au thorizes th e  app ro ­
p ria tion  o f $150,000,009 fo r  econom ic sup­
po rt pu rsuan t to  chap ter 4 o f P a rt I I  o f  th e  
Fore ign  Assistance Act. In  add ition  to  
am ounts otherw ise authorized i o r  th a t 
chap ter by Pub lic Law 97-133.

<c) T h is  subsection provides th a t  the  
amounts approp riated  pursuant to th is sec­
tion  a rc au thorized to rem ain ava ilab le u n til 
expended.

Section  3. M ilita ry  sales and re lated  
program s

T h is  section consists o f th ree subsections 
as fo llow s:

<a> T h is  subsection is a find ing by the 
United S tates Congress, in  support o f the 
rebu ild ing o f the armed forces o f Lebanon, 
th a t the  au thoriza tion  and app rop ria tion  o f 
supp lem enta l funds io r  m ilita ry  sales and 
re la ted  program--, would serve the n a tion a l 
security I n t e n t s  o f the United S tates. 
These additiona l funds would be used to 
provide (ru in ing fo r  the Lebanese arm ed 
forces and to finance p rocurem ents by Leba­
non o f dt-.enso artic les and defense services 
fo r  Its security requirem ents.

<b> T h is  subsection au thorizes Ih c  app ro ­
p ria tion  o f an additiona l (1 ,00 0 .000  fo r  the 
fisca l year 1983 fo r  the In te rn a tio n a l M ili­
ta ry  Education and T ra in ing  ( IM E T ) p ro ­
gram . T i lls  au tho riza tion  Is In ndd ltlon  to 
the am ounts made ava ilab le fo r  the  IM E T  
prog ram  by Pub lic  Law 97-377 .

(c ) T h is  subsection au thorizes an Increase 
o f SIOO.OOO.OOO Is the lim it estab lished In 
Pub lic  Law 97-377 on th e  to ta l p rinc ipa l 
am ount o f loans fo r  which guaran ties m ay 
he Issued during fiscal year 1983 tinder section 
24tal o f the Am is E xp o rt C on tro l A c t.#  >

' -B y  M r. D O L E  (b y  request): - -
S . 040. A  bill to am end th e  In te rn a l 

Revenue C ode o f  1954 to prov ide fo r  . 
th e  Inclusion o f  ce rta in  em p loyer con-?, 
tr lbu tlon s to h e a lth  p lan s In an  cm -, 
p loyce 's gross Income; to  th e  C om m it-- 
tec on  F inance . . .

S . G41. A bill to  prov ide fo r v o lu n ta ry  
private  a lternative coverage fo r  m ed i­
care beneficiaries, and fo r  o th e r  pur-' 
poses; to  th e  C om m ittee  on  F inan ce .

S . 042. A  bill lo  re stru ctu re  th e  m edi-t 
care h osp ita l Insurance p rog ram ; to  
th e  C om m ittee  on f in an ce .

S . 013 . A bill lo  m ake im provem ents 
In th e  m edicare and m edicaid p r o ­
gram s. and for o ilie r  pu rposes ; to  th e  
C om m ittee  on F inance . -X-

HEALTH IN CE N TIVES REFORM U G I S I A 1T O N

•  M r. D O I-E . M r. Presiden t. I am  In­
troducing today , at th e  request o f th e  
adniiiiLr.ira 11on, 11ism irtjor rc fm poneh lS ' 
bl th e  h ea lth  In cen tiv es  re fo rm  p ro ­
gram . T h e re  are live com pon en ts o f  
th e  package, one of w h ich—th e  pro-
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posed M ed icare P rospective  P aym en t 
R a te s  A c t—was in trodu ced  on  F eb ru ­
ary 23. 1983.

T h e  follow ing fo u r  bills L .e  th ose  
th a t  are  being in troduced  today : F irst, 
lim itation  on exclusion  fo r  em p loyer 
h e a lth  plan paym ents: second , th e  
M edicare V ouch er A c t  o f  1983; th ird , 
th e  M ed icare C a ta s trop h ic  H osp ita l 
C ost P ro tection  A ct: and , fo u r th , th e  
H ea lth  C are  F in an cing  Am endm en ts  
o f 1983.

NEED FOR ACTION
As many o f my co lleagues a re  aware, 

h ea lth  care costs con tin ue  to  escalate  
at an a larm ing ra te , f a r  exceed ing th e  
increase in prices overa ll.

T h is  year th e  F edera l G overnm en t 
will spend app rox im a te ly  $57 b illion  
on th e  m edicare p rogram . A t th e  sam e  
tim e, we expect to spend S19 b illion  on  
services for th e  poo r un der th e  m ed ic­
aid program .

R ising h e a lth  care costs o re  a  p ro b ­
lem  th a t a ffects  all o f us. A a th e  P re s i­
den t po in ted o u t in th e  le tte r o f  tran s ­
m itta l accom panying tire h e a lth  in cen ­
tives re form  program . Increasing costs 
a ffect the elderly w ho a re  covered by 
m edicare , and face th e  th re a t  o f in ­
creasing ou t o f p ocke t costs. T h e  p oo r  
con tinue to  see m edica id coverage re ­
duced as S tates and. th e  Federa l G o v ­
ernm en t a rc lorccci by rising costs to  
make cu tbacks . W ork ers w ith em p loy ­
ment-based hea lth  in suran ce have re ­
ceived lower cash wages because ol th e  
unchecked . e os iH n crca se s  lo r  ItualflT  
benefits.

T h e  P residen t’s package o f  h e a lth  
care  program  re lo rm  m easures Is de ­
signed to  address each  of th ese  areas, 
T ito  S en a to r from  K an sas  Is p a rticu ­
larly pir-asen to  no te th e  inclusion o f  
the provEliTrt'TIm itliig  th e  exclusion  
for empIoVer h ea lth  p lan  paym ents. ~

U nde r '.lie proposal con ta ined it; th e  
adm in istra tion ’s fiscal year !i9U4 
budget, em ployer con tr ibu tion s to a c ­
cident o r h ea lth  plans fo r  an em ployee

1983 and $21 .3  b illion  in fisca l year 
1984.

T h e  adm in istra tion 's p roposa l w ould  
reduce th is  revenue loss by $2.3 b illion  
in fisca l year 1984 and  $4 .4  b illion  in 
fiscal yca^ 1985. T h e re fo re , even a f te r  
a cap on th e  t^ '-lu sion . th e  tax  benefit 
fo r  receiv ing pa rt o f  y o u r  com pen sa ­
tion  In th e  fo rm  o f h e a lth  ca re  w ould  
be very substan tia l.

M any  experts believe th r.t o u r  pres- 
en tT tax  trea tm en t- o f~ em p loy e r proT  
vided h e a lth  bene fits h as been a  con ­
tribu tin g  fa c to r  
excessive s/'.vej

In th e  t rend tow ard  
caTalint

m edical cost •
'~W e  will h i . e w h e th e r a
d o lla r  cap  o on from  an
em ployee's in«. "  hange con ­
sum er behavi le way. F o r
exam ple , wii age cop ay ­
m en ts and mi n e a lth  care ,
o r  will som e ;c h  as low -
Incom e lndlv idu i.-. ,ve In su ffic ien t 
coverage?

Even If we decide to  lim it em p loyer 
pa id  tax  free m edical Insu rance , th ere  
are still a num ber o f  question s to  be 
resolved w ith respect to  a  so -ca lled  tax  
cap . T hese  Include th e  level a t w h ich  
th e  cap  Is se t. F o r  Instance, sh ou ld  
th e re  bc_a national cap  o r  one w h ich  
varies In d iffe ren t a reas o f th e  co u n ­
try , thereby  recognizing d iffe r in g  costs  
,of care : how  o ften  sh ou ld  th e  lim it be 
upda ted ; and how  do  we preven t ad ­
verse se le c tio n --th e  ce.sc w here  a ll th e  
h e a lth y  choose  low op tion  in surance  
and th e  sick, h igh  op tion . A n o th e r  ob ­
vious question  is how  no dea l w ith se lf- 
insured plans w h ich  a re  in creasing in 
num ber.

It  is n o t like ly th a t  we on  th e  F eder­
a l level w ould a ttem p t lo  e s tab lish  a 
m inim um  benefits package In c o n ju n c ­
tion  w ith a tax  cap . T h a t  is c lea rly  th e  
Jurisdiction o f  th e  S la te  in surance  
com m issioners and in th e  lands o f  
labor x v l  business.

CONCLUSION
,  M ed ica te  is a p rog ram  w h ich  h a s  
grown a t an  alarm ing ra te  since itswould be Included In th e  em ployee's 

incom e to th e  ex ten t they  exceed , J J I ? ? .? * 1', J1?, a ,a rm in ^ since its first. * i 7 .r> nor m nn iii ion im r crea tion  17 $ ra rs ago . I lie tru s t fundfirst, $175 per m on th  
year—If th e  plan covers 
and his fam ily , o r  second

s  th e  em n low n .* ls raP |d ,y app roach in g  a per iod o f tim e  
*cond 170 n or » ln w h lch  11 wll! 110 »on«er have su ffl- 

m on th—£840 nor v o a r _ i f  'th.< ninn f c lcn t funda t0  fin ance p rogram  ex-
covers on ly th e  em p loyee .O T ie  p rov l- ' ^  f h l T 'n m e n t i T f n s m v ™siori would app ly fo r taxab le  years be 
ginning a fte r D ecem ber 31. 1983. T h e  
$175 and S70 am oun ts w ould be In* 
di'xed lo  ad ju s t fo r in fla tion .

Am ounts Included In th e  em p loyee ’s 
incom e under th e  p roposa ls w ould a lso  
be sub jec t to  socia l se cu r ity taxes.

T h e re  would be a  tran sU ion  ru le to  
exem pt prem ium s pa id  un der co lle c ­
tive-bargain ing agreem en ts signed 
before January  31. 19113.

T h e  to ta l exclusion  from  em ployees' 
incom e lo r  em p loyer pa id  m edical cov ­
erage is H ie  m c o i i i I largest, s ta tu to ry  
friiVM* b“ n r iit  in ; ' i« T .ix  t.'ocie. Tint 
lit? test is m e  exclusion  lrom  incom e ot 
pension con tribu tion s an a  earnings.

T h e  revenue loss estim ate  lo r  th is  
to ta l exclusion from  incom e is estim at­
ed to •_ s iu .d  b illion  in liscal year

to prevent th is  p o ten tia l Insolvency. 
T h e  P residen t's p roposa ls  are  an a t ­
tem p t to  address th is  p rob lem  and  
o the rs . T h e  S en a to r from  K an sas  
urges his co lleagues to give these bills 
th e ir  serious considera tion .

M r. P residen t. I request th a t  a sum ­
m ary o f  e ach  bill be Included In th e  
record  follow ing my com m en ts .

T h e re  being no ob je c t ion , th e  sum ­
m aries were ordered  to  be p rin ted  in 
th e  R ecord , as follows:

S . C I O - L im it a t io n  o n  E x c l u s io n  e o n  
K .u rt .o Y > :n  H e a l t h  r u n  P a y m e n t s

GENERAL E X PL A N A T IO N  
Curren t law  

A ll em p loyer con tribu tions to h ea lth  in ­
surance p lans fo r  em ployees a re  excluded 
from  t lw  employees Income and wages fa r  
purposes o i income an il em p loym ent taxes, 
T in s tax treatm ent g ene ra lly  app lies io  a ll

Insurance coverage, regardless o f  cost, and 
to  a l l medical benefits, no m a tte r how ex­
tensive. T h e  same ro le  gene ra lly  app lies to 
am ounts paid by an em p loyer to o r  on 
b eh a lf o f an  employee under a  se lf-insu red 
medical p lan .

Reasons f o r  change . ‘
E xc lud ing em p loyer con tribu tions to 

h ea lth  p lans from  gross Income creates an 
Inequity between Individual', covered by em ­
p lo ye r h ea lth  p lans and those who a re  not 
so covered. T h e  la tte r group must pay fo r  
th e ir  h ea lth  care with a fte r  tax  d o lla rs , 
while the h ea lth  care o f the fo rm e r g roup is 
provided w ith before tax d o lla rs . F o r exam ­
p le . an em ployee w ith $23,000 o f  to ta l com ­
pensation consisting o f $20,000 o f cash 
wages and S3.000 c f hea lfh  Insurance cover­
age w ill pay S804 less in Fede ra l Income and 
Socia l Secu rity  taxes than one w ith $23,000 
o f  cash wages.

T h e  p re fe ren tia l trea tm en t o f em p loye r 
paid hea lth  benefits encourages employees 
to  receive la rge amounts o f th e ir compensa­
tion  ln th a t /form. Th is has led to a s ign ifi­
can t decline in the am ount o f compensation 
sub ject to  ta x  and ind irectly has led to 
h lc h e r tax rates on cash wages.

F rom  a hea lth  policy viewpoint, m any em ­
ployees have such ..onerous insurance p lans 
th a t they bear very litt le , i f  any, o f l l ie  ro s t  * 
o f doctors ’ visits o r hosp ita l servicr3.~Thcy 
th e re io re  tend tu overuse doctor and hospi­
ta l services and medical tests. T h e  very 
rap id  Increase in hea lth  care costs In recent 
years can be a ttribu ted at least in p a rt to 
th is tnx -mdut x‘ incentive to  demand add l. 
t lonn l hea lth  c u e wnli iittTe o r no regard lo  
Its actual costs.

P roposa l
Em p loye r cunLrlbuilnnx to a h ea lth  p lan  

would be Includib le In gross Income to  ( lie  
e x ten t th a t they exceed $70 per m on th  
($010 tier yea r) fo r  an ind ividua l em ployee, 
o r  $175 pe r m om li ($2 ,100 per y e a r) fo r  
fam ily  coverage.

Thu  p roposa l w ill genera lly  be e ffec tive 
Jan u a ry  1, 108-1. However, in o rde r to a llow  
renegotiation  o f existing contracts, th o  p ro ­
posal will no t be cUcciivc w ith respect to 
em p loye r con tribu tions lo  em p loyer h ea lth  
p lans, the amounts ot which nrc fixed by a 
leg a lly  binding con tract entered In to on  o r 
be fo re  Janua ry  31, 1983, un til the e a r lie r o f 
Jan u a ry  31. 1988, o r  the firs t date a lt e r  J a n ­
ua ry  31. 1983 on which such am ounts cease 
to bo fixed by the contract,

Effects o f  p roposa l /
The  am ount o f em p loyer con tribu tion s la 

determ ined. In the case o f an Insured p lan , 
on  the  basis o f the prem ium s charged fo r  
such Insurance. T h e  Insurance p rem ium s 
pntd by the  em p loyer on b eh a lf o f em p loy ­
ees w ill be divided by the num ber o f covered 
employees. I f  tne em p loyer m ain ta ins d i f­
fe ren t p lans eov rrlng  d iffe re n t g roups o f 
employees, each p lan  w ill be trea ted  sepa­
ra te ly  in determ in ing em p loye r costs per 
employee.  , • '*

In  the case o f non lnsu red p lans, the 
am ount o f the  em p loyer con tribu tions w ill 
be based on  the  costs o f p rovid ing coverage 
until r the  p lan . Costs ot p rovid ing coverage 
may determ ined based on reasonab le c.sii- 
m a t. . nl .such costs.

T  Hit- exten t d ia l em p loye r con tribu tion s 
e -••i-d d ie  S70 lnd iv id il.il/S175 fam ily  
'o iom n ly ceilings, the excess would be in ­
cludib le in d ie  income oi d ie  covered em ­
p loyee. Even if em p loyer lien lth  p lan  pay­
ments exceed l l ie  »7U individua l - $175 f tm dy 
m onth ly am ounts, on ly  (h e  excess w ill he i.-s. 
eluded in the  employee s gross income. F o r 
exam ple, if she em p loyer paid $185 per 
m o inn  io r  fam ily  hea lth  coverage io r  an
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employee, $10 p e r m on th  would be included 
In the employee's gross Income. Thus. $10 
would be subject- to  income taw and F ICA  
and FU TA  taxes ( I f  app licab le ). M ort cur> 
ren t employees wall pay no add itiona l t a x ' 
because those employees have Insurance* 
coverage costing less th an  the  applicable 
ceiling am ount.

Revenue estimate 
Fisca l years: BiWloru

1904__     $2.1
198 5 ---------------      4.2
198 6_______________    ..... 6.0
198 7______________________________  8.0
198 8 ___   10.7

L i m i t a t i o n  o n  E x c l u s i o n  f o r  E m p l o y e r
H e a l t h  P l a n  P a y m e n t s
TECHNICAL EXPLANATION 

Sum m ary  o f  the p roposa l 
Em p loyer con tribu tion s to a h ea lth  p lan  

would be .nc lud ib lc Ui gross income to the 
exten t th a t they  exceed $70 pe r m on th  
(5840 per yea r) fo r  an  individua l employee, 
o r $175 per m on th  ($2100 per yea r) fo r  
fam ily coverage.

Detailed descrip tion  
Under the p roposa l, the am ount o f any 

excess em p loyer con tribu tions to a h ea lth  
p lan with respect to coverace o f an em p loy­
ee during the p ay ro ll period w ill be Included 
In the em ployee ’s cross income. Em p loyer 
contribu tions fo r  a p a y ro ll period are excess 
em p loyer con tribu tions lo  the exten t they 
exceed the m on th ly  d o lla r  lim it fo r  such 
< 'ploycc. p rorated  to  re fle c t the lentrth o f 
the p ay ro ll period. F o r  1984, the m on th ly  
d o lla r lim it Li 570 fo r  an employee with Ind i­
vidual coverage under th e  p lan  and $175 fo r  
an employee w ith fam ily  coverace under the 
p lan. F o r v ra rs  a fte r  1984. the m on th ly  
d o lla r lim it w ill lie adiusH'd (o  rc fle iT  
chances in the Consum er Price Index. An 
employee w"’ 1 be trea ted  os hnv iri; individu­
al coverage un less th e  emplo ice has « 
spouse o r  a dependent who Is coveted under 
the p lan. •

T he  em p loyer con tribu tion  to a hea lth  
p lan with respect to an em ployee w ill be the 
cost o ( covcrmtc o f the emplovee under l l ie  
p lan  reduced tiy the am ount o f the employ­
ee's contribu tions fo r  such coverace. T he  
annua l cost o f coverace w ith respect to an 
employee w ill be the accrecate annua l cost 
o f provutlnc coverace fo r  a ll employees with 
the same typo o f coverace (Ind ividua l o r  
fam ily ) under the p lan  as th a t o f the em ­
ployee. divided by the num ber o f such em ­
ployees. T h e  cost o f covcincc with respect 
to an employee fo r  a p ay ro ll period will be 
the annua l cost o f coverace p ro ra ted  to re ­
flec t the length o f the p a y ro ll period. Any 
c o i l o f p. a . .(inn! coverace under a p lan 
which Ls a llocab le to workmen's compensa­
tion o r to a purpose o th e r than  provid ing 
m cdira l care Is not taken In to  account In de­
term in ing the r o jt  o f coverage under the 
p lan .

T h e  annua l cost o f  p rovid ing coverace 
under an Insured p lan ( o r  any Insured pa rt 
o f a p lan ) w ill be determ ined based on the 
net prem ium  charged by the  in su re r fo r  
such coverage. T he  annua l cost o f providing 
coverage under a nonm surcd p lan (o r  nny 
nnn ltisu rrd  pa rt o f  a p la n ) w ill be based on 
the c is ts  Incurred w ith respect to the plan, 
including adm in istrative costs. In  lieu o f 
using actual adm in istrative roxts. an cm- 
p lo ye r niuv ire a t 7 percent o f I In* p lan s in­
curred llah n iv  lo r  benenr pavm cm s as the 
adm in istrative costs w ith rc-.r n  to the 
p lan . A p lan  w ill he a nontns.ired I'.lan to 
<he exten t m e  risk  tun!, r  F ie  p lan  is not 
-tu fted Iro ru  the em p loyer (o  an unre lated 
; turd party .

T l-e ci,si o f , overage t im e r the  p lan  must 
ne i lc irnn iu cd  in m ivnrce m  the pay ro ll

period and mast be redeterm ined no t lass 
o ften  than  once ever," 12 months. T h e  cost 
o f coverace must be redeterm ined whenever 
th e re  are significant chances in the  cover­
age provided under the  p lan  o r  in the  com ­
position o f t lie  group o f  covered employees. 
T h e  cost o f coverage Is determ ined separa te­
ly  fo r  each separate p la n  o f th e  em p loyer. 
Coverage o f  a  group o f employees Is a sepa­
ra te  p lan i f  such coverage d iffe rs  from  th e  
coverage o f  ano the r g roup o i employee.!. 
W here  the actual cost o f  coverage cannot be 
determ ined in advance, reasonab le estimates 
o f the  expected cost o f  coverage a re  to be 
used. W here the cost o f coverage flu c tua tes 
each year depending on the  experience o f 
the  em ployer under the  p lan , an average 
annua l cost o f coverage w ill be used.

I f  an estimate Is determ ined n o t to  be a 
reasonab le estimate, the em p loyer w ill be 
liab le  fo r  the Income taxes (a t  the  m ax i­
mum rate  applicable to ind iv idua ls ) and the 
employment laxes (b o th  th e  em p loyer's and 
the  employee's sh a re ) th a t would have been 
imposed on the add itiona l am oun t th a t 
would have been included In the  Income o f 
employees as excess em p loye r con tribu tions 
If the  actual lo s t  o f coverage had been used 
to determ ine I he amount o f excess em p loye r 
contributions.

In  the case o f m u ltlem p loyc r p lans to  
which an em p loyer makes con tribu tions, the  
multicmp.'e— » p lan  Li lo  be treated as the  
em p loyer !_;■ purposes o f determ in ing the 
cost o f coverage and the liab ility  fo r  e rro rs  
in estimates o f the cost o f coverage. Each 
employee's excess em p loyer con tribu tion s 
wi.'i be determ ined based on th is cost o f cov­
erage. However, fo r  purposes o f the em p loy ­
er's ob ligations to w ithho ld  from  wages and 
to pay em ploym ent taxes, the am oun t o f 

• excess em ployer con tribu tions w ill be con­
sidered lo  be a portion  o f each con tribu tion  
made by the em p loyer to the  p lan . T ' lc  p o r­
tion o f each con tribu tion  to be trea ted  as an 
excess em p loyer con tribu tion  w ill be based 
on the ra tio  o f the p lan 's excess em p loye r 
contribution* per employee per m on th  to 
the to ta l m on th ly  em p loyer con tribu tion  
per employee.

Effective date
In  genera l, the proposa l would app ly  to 

em p loyer con tribu tions made w ith respect 
to p ay ro ll periods beginning a fte r  December 
31. 1983, However, the p roposa l w ill not 
apply to em ployer con tribu tions to em p loy ­
er h ea lth  plans, th e  am ounts o f which arc 
fixed by a lega lly  binding con trac t entered 
In to on o r before Jan ua ry  31. 1983, un til the 
ea r lie r o f January  31. 19116, o r  the firs t  date 
a fte r Jan ua ry  31. 1PH3 on which such 
amounts cease to be fixed  by the con tract.

S. 641— S u m m a r y  o r  P n o ro s rn  M edicare  
V o u c h e r  A c t  o r  1983

Section 1 would assign the  d ra ft  b ill (h e  
sh o rt t it le  "M edicare Voucher A rt o f 1983".

Section 2 would perm it the  Sec re ta ry  to 
contract w ith hea lth  benefits o rgan isa tions 
(H U O s) (a  broad range o f h ea lth  Insurers 
and hea lth  services p roviders. Including 
hea lth  maintenance organ iza tions (H M O .i) 
and competitive medical p lans IC M P s )) to 
provide private a lte rnative coverage ;o r 
Medicare benefic iaries (o i lie r  than  individ­
ua ls su ffe rin g  frnm  c n d s ln g r rena l disease, 
o r who a re working and a re i>5 vears o l age 
o r  o lder but under 70 ) who chose in  M m o l-  
pate in such a private p lan. Section J woidd 
a lso enact additional amendments m  cu r­
rent provisions o l lr,w concerned w ith Medi­
care contracts with uch organ iza tions in —

IV-tahtish a single, coord inated open en ­
ro llm en t period ourtng August and .S o o 'rm . 
t e r  o i each i r  ihn t on ly  lo r  th a t n iim ner 
o f pew er-.rollc"*. in o rder o f app ilen tion i 
filed , prev ious ly specified by an HUO . ,m ,|

to enab le the Secre ta ry , to the exten t feasi­
b le . to provide fo r  individuals who move 
from  the  area served by one H BO  to an area 
served by an o th e r (s im ila r io  the  system 
used by the h ea lth  benefits p rog ram  fo r  
Fede ra l employees);

P rec lude new en ro llm en ts fo r  Individuals 
receiving on ly  Supp lem entary M edical In ­
surance (S M I) benefits;

P rec lude new cost-based contracts:
P e rm it H BO s to  o ffe r  separate bene fit 

packages fo r  employer-based groups:
P e rm it H BOs to  o f fe r  one o r m ore bene fit 

packages as lo: g as each package covered at 
least those services fo r  which Medicare pays 
and covered inpatient hosp ita l service., fo r 
every day o f hosp ita lization , which benefit 
levels, coinsurance, and deductibles to  be set 
by the HBO ;

E lim ina te cu rren t requirem ents as to p re­
m ium  leve ls and benefits, and requ ire on ly  
th a t th e  average cost-sharing fo r  the p o r­
tion  o f bene fits fo r  which Medicare pays not 
exceed the  average cost-shar‘ ig  (Inc lud ing 
am ounts above the Medicare reasonab le 
charge) under Medicare:

P e rm it H BOs to provide annua l rebates o f 
up to $500 (Instead o f charging prem ium s), 
n o t consider those rebates as Income fo r  
purposes o f Medicaid, Aid to  Fam ilies w ith 
Dependent C h ild ren , Supp lem enta l Secu rity  
Incom e. Food S tam ps, Low -lncome Home 
Energy Assistance, o r low -lncome housing 
programs, and tre a t those rebates as Socia l 
Secu rity  bene fits fo r  purposes o f the Fede r­
a l Income tax laws: and 

P reem p t provisions o f S ta te  o r loca l tow 
requiring benefits m ere extensive th a t those 
under section 2.

Section 3 would enact con fo rm ing  amend­
ments th a t would—

Repea l the requ irem ent fo r  the S ec re ta ry  
to conduct a study o f add itiona l bene fits 
th a t arc required under existing law  (b u t 
no t under the provisions o f section 2); and 

Requ ire  paym ents to i l l lO s  under section 
2 to take in to account services fu rn ished  by 
physician assistants o r  nurse p ractitioners If 
M edicare would pay fo r  those services when 
fu rn ished  by a physicians.

Section 4 would m ake the p rovisions o f 
section 2 applicable to  services fu rn ished  
a fte r 1984. Section 4 would a lso—

Reta in  the tran sitiona l provisions enacted 
In 1L'82 when Congress amended the  p rov i­
sions o f law  provid ing fo r  paym ents to  
HMOSR

Pe rm it any en ro llee  o f an H M D  o r  C M P  
at the  end o f 1984 not a lready covered by 
those ea r lie r tran s ition  provisions to con tin ­
ue liLi en ro llm en t under the provisions o f 
law then cu rren t If e ith e r th e  I1M O o r  CM P 
had a cost-based con tract w ith the Secre­
ta ry  o r I f  the  en ro lle e  was en ro lled  fo r  
Medicare SM I (b u t not I lo sp itn l Insu rance 
( I I I )  b ene fits ), unless the Secre ta ry  found 
th a t the new provisions shou ld  npp ly to a ll 
members o f an H M D  o r C M P  because o f ad ­
m in istrative costs o r  o th e r adm in istrative 
burdens; and - ,

Apply the provisions o f section 2 to en ro ll- 
ees who a lso receive bene fits under Medic­
aid on ly  a fte r  the Sec re ta ry  finds Ih n t It Is 
adm in istra tive ly  feasible.
S . 643—SrMMAnv o r  P ro p o sm  Medicvne 

C a t .v s t i i o i ’I I I c  H o s p i t a l  C o s t  P i i o t i t t i o n  Act
Section I would assign ri'e  d ra ft  b ill the 

sho rt i u ie "M ed icare C ar.is trop luc  H ospita l 
C om P ro tection  Act",

• i i i lio n  2 would restruc tu re  h en ,- lid  under 
(h e  M, n ira re  H osp ita l Insu rance p rogram  
U nder cu rren t law. Medicare rove rs  on ly  m e  
I - l" ,l !>!) nays o f a hosp ita liza tion  during ar.y 
‘ Hell o f dlne.is, p lus a life tim e reserve o< 60 
■ •Id d ion il days. An inpa iien i hosp ita l dc.



N a t u r o p a t h i c  c o l l e g e s  s e e k i n g  a p p r o v a l  b y  t h e  B o a r d  o f  N a t u r o p a t h i c  . 
E x a m i n e r s  in o r d e r  t h a t  g r a d u a t e s  m a y  k e  a l u g i b i e  to t a x e  the 
l i c e n s i n g  e x a m i n a t i o n s  s h o u l d  s u b m i t  t h e  f o l l o w i n g  i n f o r m a t i o n  to 
d o c u m e n t  c o m p l i a n c e  w i t h  t h e  s t a n d a r d s  o f  C A R  . F o u r (4)
c o o i e s  o f  all m a t e r i a l s  are r e q u i r e d .

1) c u r r e n t -  i n s t i t u t i o n a l  c a t a l o g ,  b r o c h u r e s ,  a n d  o t h e r  i n f o r m a t i o n
p r o v i d e d  to s t u d e n t s  a n d  t h e  p u b l i c .

2) I n s t i t u t i o n a l  s e l f - e v a l u a t i o n  for a c c r e d i t a t i o n ,  if any.

3) S t a t e m e n t s  o r  d o c u m e n t s  d e s c r i b e d  b e l o w ,  c o r r e s p o n d i n g  to
s e c t i o n s  o f  r u l e  , S t a n d a r d s . R e f e r e n c e  m a y  be m a d e
to t h e  a p p r o p r i a t e  s e c t i o n s  o f  1) a n d  2) a b o v e .

1) O b j e c t i v e s .  L i s t  t h e  o b j e c t i v e s  o f  t h e  c o l l e g e .

2) O r g a n i z a t i o n .  S u b m i t  c o p i e s  o f  A r t i c l e s  o f  I n c o r p o r a t i o n ,  
B y - l a w s ,  and t h e  n a m e s  o f  all D i r e c t o r s  o r  T r u s t e e s .

3) A d m i n i s t r a t i o n .  S u b m i t  r e s u m e s  o f  all a d m i n i s t r a t o r s ,  
o r g a n i z a t i o n  c h a r t  a n d  p o s i t i o n  d e s c r i p t i o n s .

4) F i n a n c i a l  C o n d i t i o n .  S u b m i t  c u r r e n t  a u d i t e d  f i n a n c i a l  
s t a t e m e n t ,  c u r r e n t  b u d g e t  and p r o j e c t e d  b u d g e t  for t h e  
n e x t  f i s c a l  p e r i o d .

5) R e c o r d s  and E d u c a t i o n a l  C r e d e n t i a l s .  D e s c r i b e  r e c o r d­
k e e p i n g  p o l i c i e s  a n d  p r o c e d u r e s ,  s u b m i t  s a m p l e  d e g r e e  and  
t r a n s c r i p t .

6) C a t a l o g .  I n d i c a t e  the l o c a t i o n  o f  ea ch r e q u i r e d  i t e m  in 
the c a t a l o g .

7)  A d m i s s i o n s .  D e s c r i b e  t h e  a d m i s s i o n s  p o l i c i e s ,  r e q u i r e m e n t s

a n d  p r o c e d u r e s .  L i s t  t h e  n a m e s  o f  t h e  A d m i s s i o n s  C c r n m i t t e e
m e m b e r s .  S u b m i t  a c o p y  o f  t h e  a p p l i c a t i o n  f o r m ( s )  u s e d .

S) A t t e n d a n c e .  D e s c r i b e  t h e  c o l l e g e ’s a t t e n d a n c e  p o l i c y .

9) C u r r i c u l u m .  S u b m i t  a s y n o p s i s  o f  t h e  c u r r i c u l u m  s h o w i n g

t h e  n u m b e r  o f  c l o c k  h o u r s  f o r  e a c h  c o u r s e .  S u b m i t  a 

c o u r s e  o u t l i n e  f o r  e a c h  c o u r s e .

•

1 0 j A c a d e m i c  S t a n d a r d s .  D e s c r i b e  h o w  s t u d e n t s  a r e  e v a l u a t e d  

a n a  t h e  s t a n d a r d s  b y  w h i c h  t h e y  a r e  e v a l u a t e d .  P r o v i d e  

r e p r e s e n t a t i v e  t e s t s .

^ v/ A . r“



11) F a c u l t y .  S u b m i t  r e s u m e  for e a c h  m e m b e r  o f  t he f a c u l t y  
as d e s c r i b e d .  P r o v i d e  a n a r r a t i v e  d e s c r i p t i o n  o n  f a c u l t y  
p a r t i c i p a t i o n  in o t h e r  areas s p e c i f i e d .  S u b m i t  c o p i e s  . 
o f  p o l i c i e s  o n  h i r i n g ,  c o m p e n s a t i o n ,  etc. as l i s ted.

12) L i b r a r y .  S u b m i t  all i n f o r m a t i o n  as l i s t e d  in S t a n d a r d s .*
13) C l i n i c a l  T r a i n i n g .  P r o v i d e  a n a r r a t i v e  d e s c r i p t i o n  o f  

c l i n i c  f a c i l i t i e s ,  m a j o r  e q u i p m e n t ,  d e t a i l s  o f  c l i n i c  
p r o c e d u r e s ,  r u l e s  o f  c o n d u c t ,  r e s u m e s  o f  c l i n i c  s taff,  
a n d  a n y  o t h e r  p e r t i n e n t  d a t a  o n  t h e  s t u d e n t ' s  c l i n i c a l  
e x p e r i e n c e .

14) P h y s i c a l  P l a n t .  ..Inscribe i n  d e t a i l  t h e  c o l l e g e ' s  p h y s i c a l  
p l a n t  a n d  e q u i p m e n t .

15) C a n c e l l a t i o n  a n d  P e f u n d  P o l i c y .  S u b m i t  a c o p y  o f  t h e  
c o l l e g e ' s  p o l i c y  o n  r e f u n d  o f  t u i t i o n  a n d  f e e s .

T h e  f o l l o w i n g  i n f o r m a t i o n  s h o u l d  b e  m a d e  a v a i l a b l e  to the 
B o a r d ' s  i n s p e c t i o n  c o m m i t t e e  d u r i n g  its v i sit.

a) M i n u t e s  cf all b o a r d  o f  c o n t r o l  m e e t i n g s
b) A d m i n i s t r a t i v e  r e p o r t s  to the b o a r d  of c o n t r o l
c) M i n u t e s  o f  f a c u l t y  m e e t i n g s
d) S t u d e n t  p e r s o n n e l  r e c o r d s  and f i n a n c i a l  a c c o u n t s
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OREGON ADMINISTRA TIVE RULES 
CHAPTER KSO. DIVISION 10 —  BOARD OF NATUROPA THIC EXAMINERS

D IV ISION  10

GENERAL
*

Definitions
850 -10 -005 As used in rules 850 -10 -010 to 850-10-200 . 

unless otherw ise required by context:
(1 ) ' ‘ B o a rd ”  means Oregon Slate Board o f  Naturopath ic 

Exam iners.
(2 ) "N a tu rop athy ”  is defined as a system o f diagnosing 

and treating the human body and maintaining or restoring it to 
a .state o f  normal health, as defined in O R S  Chapter 685. and in 
such other sections thereof as may apply.

(3 ) "D iagnosis”  is a determ ination o f  the nature o f a 
disease by the use o f  all recognized and accepted physical and 
laboratory exam inations, which includes the drawing o f  b lood  
and taking specimens o f  body fluids and tissues for m icroscop ­
ic and chem ical analysis.

(4 ) "Prescription-. Naturopathic physicians shall be 
allowed to prescribe and dispense nature's agents, fo rces , 
processes, and products.

(5 ) "N on -poixonous plant substance" is any plant 
substance, taken in relatively small amounts, which would not, 
by its action on organs o r tissue, seriously impair function or 
destroy life.

(6 ) "Plant sut stance”  is any medical material taken or 
removed from  a pi int.

(7 ) " F o o d "  is any organic substance taken into the body 
which helps maintain life, builds or tepairs tissue, and sustains 
growth, l i t is  includes the use o f ensyntes, minerals, vitamins 
(either in trace tunounis o r m egodoses) and any food products 
or extracts either processed , refined, o r concentrated.

Still. A u th .:  O KSC h . 685
Hist: N E  3. f. 8-26-66; NE 4. f. 109-67; NE 1-1980, f. & ef.

9 -1 1-81)

Requirements for Application
850 -10 -010  ( I )  Any applicant for examination shall be a 

high schoo l graduate o r equivalent and a graduate o f a 
naturopathic college that o ffers a resident four-year course o f 
at least 4,0(X) hours,

(2 ) E ach  applicant shall possess a basic science certificate , 
obtained from  the Suite Bo.ird o f H igher Education  either by 
reciprocity o r by examination.

(3 ) E ach  applicant shall submit satisfactory eviJsnce o f  his 
having had , prior to his matiiculation into a nutuiopnihic 
college, nc least two years Liberal Arts or Science study in a 
college o r university accredited by either the N orth -W est 
Association o f Secondary and I ligher S choo ls  or a like regional 
association o r in a college or university in O regon approved for 
granting degiees by the Oregon State Hoard o f Education .

Stul. Audi.: ORS C ll. (>85
lllst: NE 2. f. 6-7-59

llaslc Science Exaniiiuilioii nr Reciprocity
850 -10 -020 ( I )  Any applicant desiring the c.a'cs o f or 

application blanks for the basic science examination o r for 
reciprocity shall address all inquiries to the Secretary , Stale 
Hoard o f  H igher Education . H O . Box 3175, Eugene, O iegon .

(2 ) The Oregon Basic Science Exam inating Comm ittee 
rcciprociites with a like board lrom  each o f the follow ing 
states: A rizona, A rkansas. C o lo rado , Iow a. M ichigan.
M innesota. N ebraska . N evada. New’ M ex ico , Ok lahom a, 
South D akota . Tennesee, ’Texas, W ashington, and W isconsin .

su t . Aulh.: ORS Ch. 685
llls t: N E 2 .1 6-7-59

Application for Exam ination; Fifing; Additional Papers
8 5 0 -10-030 ( I )  Any applicant fo r  licensure by the Board  

shall f i.i ou t, w ithout alterations, an application furnished by 
the B oard .

(2 ) The application shall be filed with the B oard  at least 10 
days prior to the date o f  the examination.

(3 ) A  photostatic copy  o f  the app licant’s O regon basic 
science certificate and o f  his naturopathic d iplom a shall tie 
attached to iiis application.

Su t. Auth.: ORS Ch. 685 
Hist: NE 2, f. 6-7-59

Examination Dates
850 -10 -040 Exam inations shall be held by the Board in 

M arch  and in Septem ber o f  each year or at such o ther times as 
tr iy be feasible.

Su t. Audi.: ORS Ch. 685 
Hist: NE 2. f. 0-7-59

Re-Examinution
850-10 -050 Any applicant for examination w ho lias failed 

in one oz more sub jects shall be perm itted, within one year, to 
submit himself for ro-cxam ination in those sub jects , without 
paying an additional fee if he notifies the Board o f  his intention 
a t least 10 days prior to the exam inations.

Su t. Auth.: ORS Ch. 685 
lllst: NE 2. f. 6-7-59

Temporary Permits
850 -lt)-060  Temporary permits for die practice o f naturo­

pathy shall not be issued by the Board
Stul. Audi.: ORS Ch. 685 
lUst: N E  2. f. 6-7-59

Reciprocity
H50-l6 -07 ’l Reciprocity in naturopathy with another stute 

cannot ire considered by the Board .
Stul. Audi.: ORS Ch. 685 
lllst: NE 2, f. 6-7-59

Recordation and DLspluy of License
850-HM180 ( I )  An Oregon licentiate fo r the practice o f 

naturopathy shall record his license in the o ffice  o f  the county 
clerk in the coun ty in which he resides.

(2 ) Each liccn tiaf; o f  the Board shall display in his o ffice , 
in a consp icuous place, his license and yearly rcncwid card .

Su t. Audi.: OKSCh . <>85 
Hist: NE 2. f. 6-7-59

Expiration ami Renewal of Licenses
850 -10 -090 ( I ) Unless renewed by proper application lo  the 

Secretary o f the Board on a form  provided by the B oard , all 
licenses lo  practice naturopathy in Oregon automatically expire 
on January first o f  each year.

(2 ) The renewal application shall lie accom panied by a 
specified yearlv fee o f  S75, the pructioncr's address, and his 
original license numlK-r.

Su t. Aulh.: OUSC li 685
llisl: NE 2. f. 6-7-59; N E  2-1980, f. A cf. 9-11-80

M u le  of Remittance
850-10-llK ) i l )  The rem ittance o f  any application fee, 

license fee. or Nearly renewal fee shall lie made by postal 
money order, postal certificates, express money order, bank 
d ra lI . o r  certified check .

I D iv . 10 (D ecem ber. 1980)



OREGON ADMINISTRATIVE RULES
Cl IAFTKR 850. DIVISION 10 — BOARD OF NATUROPATHIC EXAMINERS

(2) The Secretary shall be under no obligation to accept 
personal checks; however, he may accept them subject to 
collection only.

Sun. Auth.: ORS Ch. 685 '
Hist: N E 2. f. 6-7-59

Use of U n au th o rized  M a te r ia l und M isrep re sen ta tio n s  in 
O b ta in in g  License

850-10-110 ( I) Any applicant for a license detected in the 
act of offering or accepting unauthorized assistance or using 
unauthorized material while the examinations are in progress 
shall be excluded from further examination and his or her 
papers rejected in total.

(2) The Board may refuse to grant a license to any 
applicant indulging in misrepresentation, fraud, or deception, 
or to revoke the license granted as a result of these.

(3) The Board shall carefully and rigidly investigate 
applicants who attempt to obtain naturopathic 'icense by false 
statements or representations in their applications or otherwise 
violate these rules.

Slut. Auth.: ORS Ch. 685 
llUt: NE 2, f. 6-7-59

Illegal Practice
850-10-120 (I) Any applicant for examination sha.1 be 

prohibited from and prosecuted for any practice of naturopa­
thy while awaiting examination.

(2) Any person convicted of practicing illegally in Oregon 
or a  y person who. without a license, makes a diagnosis shall 
not be admitted to examination by the Board at any time.

(3) It shall be the duty of all licentiates of the Board, in the 
interests of both the public and the profession, to inform the 
Board, in writing, fully signed, of anyone practicing naturopa­
thy in Oregon without a license or otherwise in violations of 
the law.

(4) For the purpose of this role, naturopathic treatment 
shall be considered as practicing naturopathy within the 
meaning of ORS 685 >010(4) even though practicing in the office 
of a licentiate of the Board.

Slat. Auih.: O K SCh. 685 
HUt: NE 2. f. 6-7-59

C h an g e  of A dd re  a
850-10-130 <t shall l>e the duty of any licentiate of the 

Board to keep the Secretary of the Board informed of any 
change of address.

Slat. Audi.: ORS Ch. 685 
IILvt: NE 2, f. 6-7-59

A dv ertisin g
850-10-140 While constructive educational publicity shiill 

be encouraged, licentiates of the Board shall refrain from using 
or causing to be used advertising matter which contains 
misstatements, falsehoods, misrepresentations, distorted, or 
fabulous statements as lo cures.

Slat. Audi.: ORS Ch. 685 
IILvt: NE 2. f. 6-7-59

P u b l i c  H e a l t h  l a m s
850-10-150 Naturopathic physicians shall tie subject to all 

state, county, and municipal laws and rules relating to public 
health concerning the diagnosis and reporting of contagious 
and infectious diseases, as may be required, *o the proper 
health authorities in the respective counties.

Stut. Auth.: OKS Ch. 685 
lllit: NE 2 . 1. 6-7-59

State Industrial Accident Coses
850-10-160 Naturopathic physicians may accept injured 

workers who are employed under the provisions of the State 
Industrial Accident Commission, in conformance with the 
Workers’ Compensation Law and the rules of committee.

Sait. Audi.: ORS Ch. 685
HUt: NE 2. f. 6-7-59

State Welfare Cases
850-10-170 Naturopathic physicians may accept welfare 

cases under the medical plan adopted by the Welfare Commis­
sion, April 26, 1946.

Stut. Audi.: ORS Ch. 685
Hist: NE 2.1. 67-59

S ta n d a rd s
850-10-180 It shall be the object of the Board to foster 

higher professional standards ui; rapidly as is consistent with 
the best intrests of the profession, and in this, it shall not be 
swayed or influenced by any sch<Xjl or other interests whatso­
ever.

Stut. Audi.: O R SC h 685
HUt: NF. 2. f. 6-7-J?

D enial o r  R evocation a !  L icense
850-10-190 The Board may refuse to grant or may revoke a 

license lo practice naturopathy in the Slate of Oregon for any 
of the following reasons:

(1) Commitmetr .o a mental institution. A copy of the 
record of commitm.nt, certified to by the clerk of the court 
entering the commitment, is conclusive evidence of the 
commitment.

(2) Habitual intemperance in the use of ardent spirits, 
narcoii-s, or stimulants to such an extent as to incapacitate him 
from me performance of his professional duties.

(3) Unprofessional or dishonorable conduct.
(4) Representing to a patient that manifestly incurable 

condition of sickness, disease, or injury can be permanently 
cured.

(5) The obtaining of any fee through fraud or misrepresen­
tation.

(6) The willful betrayal of a professional secret.
(7) The use of any advertising in which untr ithful, 

improper, misleading, or deceptive statements are made.
(8) The advertising of techniques or modalities to infer or 

imply superiority of treatment i*  diagnosis by tin: use thereof.
(9) Knowinglv permitting or allowing uny ;>erson to use his 

certificate in the practice of any system or mode of treating the 
sick or afflicted.

(10) Advertising cither in his own name or under the name 
of another person or clinic or concern, actual or pretended, in 
any newspaper, pamphlet, circular, or other written or printed 
paper or document, professing superiority to or a greater skill 
than that possessed by fellow naturopathic physicians.

(11) Aiding or abetting the practice of any of the healing 
arts by an unlicensed person.

(12) 'Hie use of his name under the designation, ‘‘Doctor’’, 
’’Dr." , ’’Naturopathy", "Naturopathic Physician", or any 
similar designation with preference to the commercial exploita­
tion of any goods, wares, or merchandise.

(13) Hie advertising or holding oneself out to treat 
diseases or other abnormal conditions of the human body by 
any secret formula method, treatment, or procedure.

(14) Tlie guaranteeing o.' a cure or ’’results" from any 
treatment.

Slat. Aulli.: O R SC h. 685
IILvt; NE 1,1. 11-12-57; NE 3-l9hO, f. A  el. 9-11-80
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Rules ol Administrative Procedure in Contested Cases
850-10-200 [Repealed by NE 5. f. 6-1-73, ef. 6-15-731

850-10-205 [Renumbered to 850-0U005I

Programs of Continuing Education
850-10-210 (1) The following programs of continuing 

education in naturopathy are approved by the Naturopathic 
Board of Examiners as meeting the requirements of ORS 
685.102, 685.104. and 685.106:

(a) Programs offered by the Orcgr'' Association of 
Naturopathic Physicians.

(b) Programs offered by the Northwest Naturopathic 
Physician's convention.

(c) Programs offered by all colleges of Naturopathic 
Medicine which are recognized by this Board.

(2) A person who desires to offer a program of continuing 
education in naturopathy other than the programs set fc <h in 
section (1) of this rule shall first comply with the provisions of

ORS 685.106 (2) and (3) and receive approval of the program 
from the Board of Naturopathic Examiners.

(3) Any programs of continuing education in naturopathy 
not authorized or approved by the Board prior to their being 
offered to naturopathic physicians wnll not be considered as 
meeting the requirements of ORS 685.102, 685.104. and
685.106.

Suit. Auth.: O K SCh. 685
Hist: NE 6. f. 6-1-73. cf. 6-15-73; NE 5-1980, f. & ef. 9-11-X0

D ru g  E n fo rcem en t N um lier
850-10-215 Licentiates requesting approval of this Board 

to the Federal Food and Drue Administration for thr issuance 
of a Drug Enforcement Number, must lie residents of Oregon 
and in full-time practice.

Stut. Auih.; ORS Ch. 685 
Hist: N E 6-19X0, f. & ef. 9-1 I-80
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OREGON EDUCATIONAL COORDINATING COMMISSION 

* ' PROPOSED AMENDMENTS TO OREGON ADMINISTRATIVE RULES : . V (.~:

CHAPTER 583, DIVISION 30

NOTE: Matter underlined is new; matter {italic and bracketed] is existing language

to be omitted.

STANDARDS AND PROCEDURES FOR 
APPROVAL OF DEGREE REQUIREMENTS 

IN CERTAIN OREGON PRIVATE AND 
ALL OUT-OF-STATE LNSTITUTIONS

Scope and Purpose
583-30-005 (1) ORS 348.831 provides that certain Oregon 

private and all out-of-state institutions of learning shall not 
confer or offer to confer any degree in recognition of the 
attainment or proficiency of a person without first having 
submitted the requirements for the degree to the Oregon 
Educational Coordinating Commission and having obtained the 
Commission's approval. This applies to each degree program at 
each location proposed by an institution.

(2) The purpose of this rule is to provide standards and 
procedi'res for submission of requirements and for Commis­
sion review and approval of the same, and to assure that 
institutions covered by this rule meet minimum standards of 
quality in theL operation and conferral of degrees. It is also the 
purpose of these rules to help prevent deception of the public 
resulting from the conferring end use of fraudulent or substan­
dard degrees. Regulation of degree requirements as evidence 
of academic achievement is in the public interest.

Sut. Audi.: ORSCh. 348
HI • ECC 22. f. &  ef. 12-22-75; ECC 2-1980. f. &  ef. 4-14-80

Exemptions
583-30-010 This rule shall not apply to:
(1) Any school or institution of learing which has been 

established and conducted within Oregon, and has conferred 
degrees for a period of 15 years prior to March 4, 1935;

(2) Any school conducted under the public educational 
system of the State of Oregon;

(3) Any Oregon school which is a member in good standing 
of the Northwest Association of Schools and Colleges;

{(4) Any school which confers degrees only 

for proficiency in any system or method o f  

healing ; ]
{(5) Any school now conferring the degree 

o f  d o c t o r o f  optometry ; ]
( 4 )  [ (Q I J Schools of theology operating on a post-

baccai aureate degree level.

i'tal. Aulh.: ORS Ch. 348
hist: ECC 22. f. & ef. 12-22-75; ECC 2-1980, f. A ef. 4-14-80

Definition as Used in OAR 583-304)05 to 583-30-045
583-30-015 (1) "Institution of Learning" or "Institution” 

means po: t-sccondary educational institution subject to this 
rule.

(2) "Legree" means any academic or honorary title of 
designation mark, appclation, scries of letters or words, such 
as, but not ’imited to, associate, bachelor, master, doctor, or 
fellow which signifies, purports, or is generally taken to signify 
satisfactory completion of the requirements of an academic 
program of s>udy beyond the secondat j  school level or a 
recognized titlo conferred for meritorious recognition which 
may be used fo.- any purpose whatsoever. "Degree" does not 
include certificate, diploma, license, report, document, or title 
which signifies satisfactory completion of requirements of a 
non-degree program.

(3) “Confer" includes awarding, granting, bestowing, or 
giving of a degree.

(4) "Good Standing" means full accreditation with the 
Northwest Association of Schools and Colleges.

(5) "Commission" means the Oregon Educational 
Coordinating Commission.

(6) "Out-of-State" or "Foreign" educational institution 
means either a public or private institution which is not an 
Oregon school.

(7) "Attainment" or "Proficiency" means the completion 
and mastery of a program or field of study or competence in 
the skills generally required in the profession or field of study.

(8) "Advertising" means any form of public notice used in 
school recruiting and promotional activities, however dissemi­
nated including, but not limited to, catalogues and other school 
publications, signs, mailing pieces, radio or television adver­
tisement. and audiovisual material.

(9) "Oiegon School" mcar.s any school or institution of 
learning which initially establishes operations solely in Oregon 
and Continuously maintain: its main headquarters in Oregon.

(10) "Part-time faculty” means teaching staff employed 
by an institution less than full-time throughout the academic 
year.

(■ 13 “Credit for prior learning" means credit which is 
awardc or learning which is not sponsored by an institution 
and occ. prior to matriculation.

Sut. h.: ORSCh. 348
Hist: _CC 22. f. & ef. 12-22-75; ECC 2-1980, f. &  el. 4-14-80

Exercise of Commission Authority
583-30-020 (1) After initial approval by the Commission for 

an institution to grant a certain degree (or degrees), periodic 
reports may be required. Failure to conform to the established 
standards may result in loss of Commission approval. No 
institution shall receive approval for a period longer than five 
years. Prior to the expiration of the five-year period, or any 
lesser period designated by the Commission at the time of 
approval, the institution must initiate the reevaluation process 
by making application to the Commission for renewal of its 
authority. The Commission upon review and evaluation of the 
application shall make a final decision of approval or disap­
proval in not less than two nor more thar 11 months.

(2) I f  any institution of learning fails to maintain the 
required standards or fails to report significant institutional 
changes within 90 days of the change including the offering of 
approved degree programs at new locations either within 
Oregon or elsewhere, the Commission may revoke its approval 
subject to rule 583-30-045 of these rules. The Commission may 
make periodic contact and/or send a representative or qualified 
examining or evaluation committee to an institution to gather 
information as authorized under rule 583-30-040. All costs of 
an evaluation shall be borne by the institution rcque* h g  
approval.

Slot. Auth.: ORSCh. 348
Hist: ECC 22. f. & ef. 12-22-75; ECC 2-1980. f. & cf. 4-I4-K0

Eligibility to Apply
583-30-025 In order to make application for the review of 

its degree-granting authority, an institution subject to this rule 
must have a representative in Oregon residence and a head­
quarters with a physical location and address in Oregon and 
identify its agent for the transaction of business with the 
Commission; or. if a foreign or out-of-state institution, it must 
designate a responsible agent within the State of Oregon and 
provide nis/hcr name, address, and telephone number.

Stul. Aulh.: ORSCh. 348
Hist: ECC 22, f. &  ef. 12-22-75; ECC 2-1980. f. & ef. 4-14-80

Application Procedure
583-304)30 Institutions making application shall do so on a 

form provided by the Commission, which shall be designed to 
meet the standards in rule 583-304)35.

Sut. Auih.: ORSCh. 348
HUt: ECC 22. f. &ef. 12-22-75
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Standards
583-30-035 The following standards shall be used by the 

Commission in determining the completeness of an application 
and in its review of the degree-granting authority of an 
institution:

(1) Objectives. The objectives of the institution shall be 
clearly stated; they should make evident the ends which the 
institution hopes to achieve; and their implementation should 
be obvious in the administration of the institution, individual 
course objectives, and the total program which has been 
planned for students.

(2) Curriculum and Academic Standards. The institution 
shall make known the standards of excellence, mastery, and 
competence for its programs and courses of study anu shall 
validate the effectiveness of its instruction by evaluating the 
proficiency of its students in their particular field of study 
before the granting of degrees. Special training for a given 
profession or vocation shall be sufficient in extent and quality 
to insure that recipients of the degree can perform acceptably 
the duties of the particular profession or vocation involved.

(3) Administration. TTie education and experience of 
ilitcctov. administrators, supervisors, and instructors should 
be sufficient to insure that the student will receive educational 
scr\ ic.'S consistent with institutional objectives. The adminis­
tration of the institution shall be such that the lines of authority 
are clearly drawn. The institution shall present with its 
application a catalog and a brief, narrative explanation of how 
the administration of the institution is or is to be organized and 
how the udministra..ve responsibility for each of the following 
is or is to be managed:

(a) Faculty und staff recruitment;
(b) Personnel records management;
(c) Faculty pay scale and policies;
(d) Standards and practices relating to evaluation, 

improvement of instruction, promotion, retention, and tenure;
(c) Admissions policies including procedures used to 

solicit students:
tfi Development and administration of policies governing 

rejection and retention of students, job placement, and student 
counseling and advising services;

(g) Curriculum requirements;
(h) Tuition and fee policies; and
(i) Financial management policies.
(4) Faculty. Faculty members of any institution conferring 

degrees shall be qualified by training and experience to give 
effective instruction in the particular fields involved. There 
shall be submitted lo the Commission a resume for each faculty 
member participating in a program in Oregon, including the 
following information:

(a) Academic rank or title;
lb) Degree or degrees held, the institution(s) that conferred 

the degreeis), the dates(s) thereof, and whether earned or
honorary;

(c) The faculty members' assignments by course number 
and title and the number of students involved in each course;

(d) Where faculty members have responsibilities for other 
than teaching, the nature of these responsibilities and the 
pioportion of the faculty member's time required for them;

(e) Full-time equivalency; and
(f) The length of time each faculty member has been with 

the institution. Institutions which primarily employ part-time 
faculty must show how the following arc provided;

(a) Faculty participation in the development of curriculum 
to afford continuity and stability in the educational program.

(b) Opportunity, for counseling and informal association 
between students and faculty.

(5) Student Recruitment, Selection, and Retention. 
Recruitment and selection policies and practices snail be such 
as lo assure that the personal goals and abilities of prospective

students are compatible with the institution’s purpose and 
academic standards and that student retention practices are 
consistent with the institution's objectives. The data submitted 
to the Commission shall include the follow ing:

(a) A statement of the institution's recruitment, selection, 
and retention policies;

(b) The number of applicants for admission, number 
admitted, and the number enrolled during the past year, the 
attrition rate compared to the total school enrollment, and the 
reasons for student1 ’ leaving if known; and

fc) The distribution or students in each of the various 
years in school and in each ..cgree program.

t6) Financial Condition:
(a) The institution shall demonstrate to the satisfaction of 

the Commission its financial solvency and stability by submit­
ting certified audit reports, the posting of an adequate bond, or 
other appropriate evidence.

(b) The potential of a proposed program for retaining 
students over time will be a factor in assessing projected 
financial stability.

(7) Physical Plant. Materials, and Equipment. Instructional 
space, equipment, laboratories, recreational facilities, 
gymnasiums, health centers, and instructional materials shall 
be adequate to achieve all institutional and program objectives. 
Institutions without the educational resources of a traditional 
/'ampus and out-of-state domiciled institutions shall furnish 
evidence that provisions are made for faculty and student 
access to all necessary leaching and learning resources.

(8) Library Resources:
(a) The library resources shall be adequate to support the 

instruction, research, and services pertinent to the institution's 
goals and courses of study. Evidence for evaluation shall 
include;

(A) Financial support;
(B) Circulation;
(C) Number of volumes exclusive of documents;
(D) list of periodicals;
(E) List of reference books;
(F) List of instructional media available: and
(G) List of special collections.
(b) Institutions that do not maintain an on-site library shall 

furnish evidence that provisions have been made for faculty 
and student access to adequate library services.

(9) Entrance Requirements. Entrance requirements fur 
post-secondary degree studies shall include graduation from a 
secondary school or its equivalent or such other requirements 
as arc generally employed by institutions offering similar 
degrees.

(IOj Educational Credentials:
(a) Upon satisfactory completion of educational or training 

and the payment of all tuition and fees owed by the student to 
the institution, the student shall be given appropriate educa­
tional credentials by the institution indicating that the course or 
courses of instruction or study have been satisfactorily 
completed by the student.

(b) In addition, for each student who graduates or 
withdraws, the institution shall prepare, permanently file , and 
make available a transcript that specifies all courses complet­
ed. provided that all tuition and fees owed by the student to the 
institution have been paid. Each course entry shall include a 
title, the number of credits awarded, and a grade. Tlie tran­
script shall separately identify all credits awarded by transfer 
and for prior learning experience, correspondence courses, and 
credit by examination.

( I I )  Records;
(a) In addition to the transcript requirement provided for 

under section (10), the institution shall maintain adequate 
records to document the performance and progress of each 
student. The records and accounts pertaining to each period of
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enrollment of each student shall be kept intact and in good 
condition by the educational institution for a period of at least 
three years following the termination of such enrollment 
period.

(b) The records to be retained shall include, but not 
necessarily be limited to, any of the following information that 
does not appear on permanently filed transcripts:

(A) Records and accounts which arc evidence of tuition 
and fees charged to and received from or on behalf of all 
students.

(B) Records of previous education or training of students 
at the time of admission and records of credit, if any, granted 
by the institution at the lime of admission.

(C) Records of the student’s grades and progress.
(D) Individual instructor’s class records.

. (E) Records of interruption for unsatisfactory progress or 
conduct.

(F) Records of refunds of tuition, fees, and other charges 
made to the student.

(c) Institutions shall maintain and have available for 
inspection for a period of three years following their use 
complete records and copies of all advertising, sales, and 
enrollment materials used by or on behalf of the institution.

(d) If any educational inr'itution proposes to discontinue 
its operation, the chief adminis. *ive officer of the institution 
shall file with the Oregon Educi. onal Coordinating Commis­
sion the original or legible true co, of all such information as 
is customarily required by colleges »■ hen considering students 
for transfer or advanced study, including but not necessarily 
limited to, all records required in section (10) and subsection 
(a) of this section. In the event it appears to the Commission 
that any such records of an educational institution discontinu­
ing its operations arc in danger of being destroyed, secreted, 
mislaid, or otherwise made unavailable to the Commission, the 
Commission may seek a court order to protect and, if neces­
sary, take possession of the records. The Commission shall 
select at appropriate permanent location for such records.

(12) Advertising:
(a) The institution and its agents shall not utilize advertis­

ing of any type which is false or misleading, either by actual 
statement, omission, or insinuation.

(b) References to accreditation w ill be limited to accredita­
tion currently held by the school through nationally recognized 
accrediting agencies as listed by the United States Department 
of Education.

(c) When an institution advertises that it is accredited it 
must identify the accrediting agency.

(d) An institution shall have records availnble to document 
any statements made through its advertising including salary 
and placement claims.

(e) An institution shall not advertise that it is in any way 
licensed, endorsed, recommended, approved, or accredited by 
the Oregon Educational Coordinating Commission.

(f) The insitution shall provide students and other 
interested panics with a brochure or catalog. The brochure or 
catalog must be revised and published at least every two years.

The following m a y  be Included in the 

brochure or catalog: "This Institution

has met: the requirements of the Oregon 

E ducational Coordinating; Commission Co 

grant d e g r e e s . ^

If any of the following items of information are not included in 
the catalog or brochure, it shall refer to other specific docu­
ments containing the omitted information:

(A) Name and address of the school:
(3 ) Date of publication;
(C) Admission requirements and procedures:
(D) A staterr :nt of tuition and other stud it charges 

related to enrollment such as deposits, fees, books and 
supplies, tools and equipment, and other charges for which a 
student may be responsible. This information may be present­
ed as an addendum or insert to the mii.« publication;

(E) A description of the extent and nature of part-time or 
full-time job placement assistance, if any, available to students 
or graduates;

(F) Specifics describing the availability of student housing, 
counseling and other student services, if cny;

(G) A school calendar including beginning and ending 
dates of classes and programs, holidays, and other dates of 
importance:

(H ) A statement of the objectives of the institution;
(I) A list of all institutional administrate rs and faculty 

members, including their titles and academic qui Jifications;
(J) A statement of institutional policy relaf.vc to standards 

of progress required of the student. This pol cy shall describe 
the grading system of the school, the minimum grades consid­
ered satisfactory, conditions for interruption for unsatisfactory 
grades or progress, a description of the probationary period, if 
any, and conditions for re-entrance for those students dis­
missed for unsatisfactory progress. A statement shall be made 
regarding progress records kept by the institution and fur­
nished to the student;

(K ) A statement of institutional cancellation and refund 
policy;

(L ) A description of the available space, facilities and 
equipment;

(M) A d.esc iption of the objectives, requirements, and 
length of each program offered.

(N ) For each program or field of study that prepares 
students for a licensed or certified occupation, a statement that 
indicates whether or not the appropriate agency or association 
recognizes the program for purposes of licensing or certifica­
tion in that occupation. For all such programs, this information 
must be provided at the beginning of each program description 
in the catalog, brochure, and supplementary publications.

(O) Policy and procedures relative to the granting of credit 
for prior learning if offered.

(P) A statement explaining the arrangements, or lack 
thereof, for transfer of the institution’s credits to other 
institutions.

(Q) A description of the types of financial assistance 
available to students enrolled in the institution.

(R) Any other material facts concerning the school and the 
instruction which arc reasonably likely to affect the decision of 
the potential student:

(13) Credit for Prior Learning:
(a) Institutions awarding credit for prior learning shall 

have clearly state policies relating to administrative responsi­
bility, student eligibility, means of assessment, recording of 
results and transcripts, ston ge of documentation, student tecs 
and maximum number of ere dits allowable.

(b) Credit for prior teaming normally should be awarded in 
subject matter fields in which the institution offers comparable 
courses or curriculum and has available faculty expertise or 
wheie nationally validated examinations or other procedures 
for establishing credit equivalency can be relied upon. 
However, credit may be accepted when appropriately evaluat­
ed through contractual or other means.

(c) Systematic and rigorous procedures for assessing prior 
learning shall be used. They • „U insure that learning is 
carefully articulated, documen.* I, and measured in the context 
of the role of the institution and the educational objective of 
the student. Requirements must be specific that each student 
must demonstrate the learning achieved before credit is 
awarded,



(14) R e q uirements for all A s s o c i a t e , 

Baccalaureate and graduate degrees shall 

provide for an appropriate b a l a n c e  of 

credits b e t w e e n  those earned in the major 

discipline and in general education.

These requirements shall be in k e e p i n g  

wit h  those gen e r a l l y  employed b y  i n s t i t u­

tions o f f e r i n g  similar degrees.

(15) Cancellation and Refund Policy. The institution shall 
maintain a fair and equitable policy in reference to refund of 
the unused portion of tuition fees and other charges in the 
event the student fails to enter the course, or withdraws at any 
time prior to completion of the course. Such a policy shall be in 
keeping with generally accepted practices of institutions of 
higher education.

(16) Other Information. The applicant shall provide any 
other information about the institution and its programs 
required by the Commission.

Seal. Aulh.: ORS Ch. 348
Hl«: ECC 22. f. &  ef. 12-22-75; ECC 2-1980. f. & ef. 4-14-80

Review Procedures
583-30-040 ( I)  The Commission may send a representative 

)r an examining or evaluation committee to inspect any 
institution of learning subject to ORS 348.835. The examining 
committee shall be comprised minimally of a Commission staff 
reviewer, or a designee; an institutional representative of a 
college accredited by the Northwest Association of Schools 
and Colleges; and a third party drawn from the general 
professional field of the institution undergoing review. In tho.se 
instances in which a representative of the Commission or an 
examining committee has been assigned to inspect an institu­
tion. the representative's or committee’s report shall be 
submit .cd as part of the documentation necessary for Commis­
sion action.

(2) In lieu of a review in accordance with part of the 
standards used by the Commission as listed in OAR 583-30 
035, the Commission may acknowledge the adequacy of 
accreditation by an association recogni/.ed by the U uted States 
Department of Education.

(3) Final action for approval by the Commission w ill be 
held open to the public and the applicant institution shall be 
invited to attend.

Sut. Audi.: ORSCh. 348
Hbt: ECC 22. f. & ef. 12-22-75; ECC 26. f. & ef. 6-8-77; ECC

2-1980, f. &ef .  4-14-80

Revocation of Approval
583-30-045 Approval obtained under ORS 348.835 may be 

revoked for proper cause by the Commission at its discretion, 
after a hearing. Such hearing shall be held only after the 
institution of learning involved has been given 20 days' notice 
in writing of the time and place of such hearing.

Sut. Auth.: ORS Ch. 348
Hist: ECC 22. f. A ef. 12-22-75
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/ 2 t
,/ii

&>< p

vf-

L

O M J . &

■a . - - l & d !. : , M
p i A f - V V . ' V .  U ' ^ < C X

0 V (  i -  / / /  - f -

I a J  Q ? J  ■+■ ^ 7 -  ) )

( M O O .

■<£':. 

7 :o

/ T ^ a i ^ ?  / h r « 2 . d ^ / / A r -  I -/ V- A  
/ /' J 2fi . ■

£ ^ 7 ^ | 6 ?  A  A A '  ", 

A /



Introduced: 4/30/83
Referred: Labor & Commerce if{M&

1 : :n t h e  h o u s e  b y  f u r n a c e

2 HOUSE BILL NO. 389

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the regulation of real estate

7 brokers and salesmen.1'

8 3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 08.88.071(a)(3) is amended to read:

10 (3) after hearing, have the authority to reprimand a li-

11 censee or suspend or revoke the license of a licensee who

12 (A) with respect to a real estate transaction

13 (i) made a substantial misrepresentation;

14 (ii) made a false promise likely to influence,

15 persuade, or induce;

16 (iii) in the case of a real estate broker, pursued

17 a flagrant course of misrepresentation or made a false

18 promise through an agent, associate real estate broker, or

19 real estate salesman;

20 (iv) has engaged in conduct that is fraudulent or

21 dishonest;

22 (v) violates AS 08.88.391;

23 (B) procures a license by deceiving the commission, or

24 aids another to do so;

25 (C) has engaged in conduct in which the commission had

26 no knowledge at the time the licensee was licensed demonstrating

27 the licensee's unfitness to engage in the business for which the

28 licensee is licensed;

29 (D) knowingly authorizes, directs, connives at or aids

- 1 -  HB 389



1 in publishing, distributing, or circulating a material false

2 statement or mi s r e p r e s e n t a t i o n  concerning the licensee's business

3 or concerning real estate for sale in the licensee's business in

4 this or any other state;

5 (E) if a real estate bicker, wilfully violates AS 08.-

6 88.171(d) or 08.88.291;

7 (F) if an associate real estate broker, claims to be a

8 real estate broker, or, if a real estate salesman, claims to be a

9 real estate b roker or associate real estate broker;

10 (G) if a real estate broker, employs an unlicensed

11 associate real estate broker or real estate salesman;

12 (H) if an associate real estate broker or real estate

13 salesman, fails immediately to turn money collected in a real

14 estate t ransaction over to the employing real estate broker;

15 * Sec. 2. AS 08.88.071(a)(3) is amended by adding a new subparagraph to

16 read:

17 (I) violates a provision of this chapter;

18 * Sec. 3. AS 08.88.091 is amended by adding a new subsection to read:

19 (b) The commission may charge a fee for informational material

20 published under this section to a p e rson or organization that obtains

21 more than five copies of the publication. The charge may not exceed

22 the cost of p u b lishing the copies and no charge may be required for

23 the first five copies obtained.

24 * Sec. 4. AS 08.88.161 is amended by adding a new p a ragraph to read:

25 (9) for compensation, manage commercial or residential j a a-lr

26 9 s t a t  on ktiu&u’tatSs  ̂ o t  s m / b i r  or*j3jui\&b»i3.

27 * Sec. 5. AS 08.88.251(a) is amended to read:

28 (a) A  licensee w i t h  active status [PERSON LICENSED BY THE COM-

29 MISSION] may o b t a i n  [BECOME] inactive status by completing [RETURNING



1 TO THE COMMISSION THE PERSON'S LICENSE C ERTIFICATE AND] a form pro-

2 viied by the commission and submitting the form w i t h  the required fee

3 to the c o m m i s s i o n . In the form, the licensee [PERSON] shall state the

4 date on w h i c h  the licensee [PERSON] intends to become inactive. The

5 l i c e n s e e 's [PERSON'S] inactive status begins on the date stated. [THE

6 COMMISSION SHALL ISSUE THE PERSON AN INACTIVE LICENSE CERTIFICATE.]

7 * Sec. 6. AS 08.88.251(c) is amended to read:

8 (c) A  licensee wit h  [PERSON WHO IS] inactive status m ay obtain

9 [BECOME] active status by applying for [AN] active status w i t h  the

10 commission [LICENSE] and paying the required fees. In the applic a t i o n

11 form the licens ee [PERSON] shall state the date on w h i c h  the licensee

12 [PERSON] intends to become active. The l i c e n s e e 's [PERSON'S] active

13 status begins on the date stated. [THE COMMISSION SHALL SEND THE

14 PERSON A L I C ENSE CERTIFICATE.] A licensee [PERSON] is entitled to

15 change from an inactive to an active status without e xamination if the

16 licensee [PERSON] has not been inactive more than three years. If the

17 licensee [PERSON] has bee n  inactive more than three years, the li-

18 censec [PERSON] is required to take an examination.

19 * Sec. 7. A H  08.88.291 is amended to read:

20 Sec. 08.88.291. LOCATION. A licensed real estate broker shall

21 r e g ister w i t h  [INFORM] the commission [OF] the broker's principal

22 office and [OF] any branch offices the b roker maintains by comple ting

23 and submitting a form provided by the c o m m ission [H A S ] . The broker

24 and each p erson w i ':h a license issued under this chapter who [THE

25 A S SOCIATE REAL ESTATE BROKERS A ND REAL ESTATE SALESMEN] the broker

26 employs may do business only from [IN OR OUT OF] the broker's princi-

27 pal or b ranch [OFFICE AND THE BROKER'S BRANCH] offices. Failure of a

28 real estate broker to maintain a place ol' business or inform the

29 commission of its location and the names and addresses of all li-

- 3 - HB 389
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censees employed uy [UNDER] the broker [BROKER'S JURISDICTION] at the 

location are grounds fcr the suspension or revocation of the broker's 

l i c e n s e .

* Sec. 8. AS 08.88.331 is amended to read:

Sec. 08.88.331. MAKING OF TRANSACTIONS. A  real estate salesman 

or associate real estate broker may make a real estate transaction 

only through the real estate broker who employs the real estate s a l e s­

man or associate real estate broker. AIT. money collected on behalf of 

the broker shall immediately be turned over to the broker or the 

broker's agent. All transactions in real estate by a real estate 

salesman or associate real estate broker shall be processed through 

the real estate salesman's or the associate real estate broker's

employing real estate broker's office and shall be s u p ervised by the

real estate b r o k e r , whether the transactions are for the real esf.ete 

salesman's or associate real estate broker's own use or the use of a 

c l i e n t .

* Sec. 9. AS 08.88.351 is amended by adding a n e w  subsection to read:

(b) The records required under this section of transactions that 

are for the broker or an employee of the broker shall be similar to 

and as complete as records of transactions for clients.

* Sec. 10. AS 08.88.421 is amended by adding new paragraphs to read:

onfctafjoiUA*4
(11) the developer of commercial or residential rett-1— e-oii-a t e-

f t
when acting as m a n ager of the f^ial LSt-ale; rtss-ocr AT'te

(12) a member of the board of directors of a homeowner's 

association, condominium association, or similar organization w h e n  

m anaging the real estate in the course of p e r f orming duties as a 

member of the board of directors.

* Sec. 11. AS 08.88.455(a) is amended to read:

(a) A licensed real estate broker^ [OR] associate broker, or



1 s alesman w h e n  obtaining or renewing a real estate license, in lieu of

2 obtaining a corporate surety bond, shall pay to the commission in

3 addition to the license fee, a b'-nd fee not to exceed $125 [, AND A

4 LICENSED SALESMAN, WHEN OBTAINING OR RENEWING A  LICENSE, IN LIEU OF

5 OBTAINING A CORPORATE SURETY BOND, SHALL PAY TO THE COMMISSION IN

6 ADDITION TO THE LICENSE FEE, A BOND FEE NOT TO EXCEED $40]. After the

7 fund reaches $250,000 the commission shall by regulation adjust the

8 bond fees so that, taking into account anticipated expenditures for

9 claims against the fund and real estate educational purposes, the fund

10 if, maintained at a level not less than $250,000.

11 * Sec. 12. AS 08.88.460 is amended by adding a new subsection to read:

12 (c) A claimant under this section shall pay a filing fee of $100

13 to the commission at the time the claim is filed. The filing fee

14 shill be refunded if the commission makes an award to claimant

15 from the real estate surety fund.

16 * Sec. 13. AS 08.88.261 is repealed.
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Introduced: 4/30/83
Referred: Labor & Commerce

1 IN  THE HOUSE BY FURNACE

2 HOUSE BILL NO. 389

3 IN THE L E G I S LATURE OF T HE STATE OF A LASKA

4 -THIRTEENTH L E G I S LATURE - FIRST SESSION

5 A B IL L

6 For an Act entitled: "An Act relating to the regulation of real estate

7 brokers and salesmen."

8 BE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 08.88.071(a)(3) i.'t amended to read:

10 (3) after hearing, have the authority to reprimand a li-

11 censee or suspend or revoke the license of a licensee who

12 (A) wit h  respect to a real estate transaction

13 (i) made a substantial misrepresentation;

14 (ii) made a false promise likely to influence,

15 .persuada, or induce;

16 (iii) in the case of a real estate broker, pursued

17 a flagrant course of m i s r e p r e s e n t a t i o n  or made a false

18 promise through an agent, associate real estate broker, or

19 real £ g £ a t e  salesman;•i. •. f

20 (iv) has engaged in conduct that is fraudulent or

21 dishonest;

22 (v) violates AS 08.88.391;
•a'

>3 (B) procures a license by dec e i v i n g  the commission, or

24 aids another to do so;

25 (C) has engaged in conduct in w h i c h  the commission had

W t
26 no knowledge at the time the licersee was licensed demonstrating

.»/ V
27 the licensee's unfitness to engage in the business for which the

28 licensee is licensfed;

29 (D). knowingly au.horizes, directs, connives at or aids

#L-V •>

-1- HB 389



1 in publishing, distributing, or circulating a material false

2 statement or misrepr e s e n t a t i o n  concerning the licensee's business

3 or concerning real estate for sale in the licensee's business in

4 this or any other state;

5 (E) if a real estate broker, wilfully violates AS 08.-

6 88.171(d) or 08.88.291;

7 (F) if an associate real estate broker, claims to be a

8 real estate broker, or, if a real estate salesman, claims to be u

9 real estate broker or associate real estate broker;

10 (G) if a real estate broker, employs an unlicensed

11 associate real estate broker or real estate salesman;

12 (H) if an associate real estate broker or real estate

13 salesman, fails immediately to turn money collected in a real

14 estate t ransaction over to the employing real estate broker;

15 * Sec. 2. AS 08.88.071(a)(3) is amended by adding a new subparagraph to

16 read:

17 (I) violates a provision of this chapter;

18 * Sec. 3. AS 08.88.091 is amended by adding a new subsection to read:

19 (b) The co m m i ssion may charge a fee for informational m a t e r ial

20 published under this section to a person or organization that obtains

21 more than five copies of the publication. The charge may not exceed

22 the cost of p u b lishing the copies and no charge may be required for

23 the first five copies obtained.

24 * Sec. 4. AS 08.88.161 is amended by adding a new paragraph to read:

25 (9) for compensation, manage commercial or residential real

26 estate.

27 * Sec. 5. AS 08.88.251(a) is amended j o read:

28 (a) A licensee w i t h  active '.tatus [PERSON LICENSED LI THE COM-

29 MISSION] may o btain [BECOME] inactive status by completing [RETURNING
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1 TO THE COMMISSION im. A R S O N ' S  LICENSE C ERTIFICATE AND] a form pro-

2 vided by the commission and s u b m i t ' ing the form wit h  the required fee

3 to the c o m m i s s i o n . In the f o m ,  the licensee [PERSON] shall state the

4 date on w h i c h  the licensee [PERSON] intends to become inactive. The

5 l i c e n s e e 's [PERSON'S] inactive status begins on the date stated. [THE

6 C O M M ISSION SHALL ISSUE THE PERSON AN INACTIVE L I C ENSE CERTIFICATE.]

7 * Sec. 6. A S  08.88.251(c) is amended to read:

8 (c) A  licensee wi t h  [PERSON WHO IS] inactive status may o btain

9 „ [BECOME] active status by applying for [AN] active status with the

10 commission [LICENSE] and paying the required fees. In the a pplication

11 form the l i c e n s ee [PERSON] shall state the date on wh i c h  the licensee.

12 [PERSON] intends to become active. The l i c e n s e e 1s [PERSON'S] activr

13 status begins on the date stated. [THE COMMISSION SHALL SEND THE

14 PERSON A L I C E N S E  CERTIFICATE.] A  licensee [PERSON] is entitled to

15 change from an inactive to an active status without examination if the

16 licensee [PERSON] has not been inactive more than three years. If the

17 licensee [PERSON] has bee n  inactive more than three years, the li-

18 censee [PERSON] is required to take an examination.

19 * Sec. 7. AS 08.88.291 is amended to read:

20 Sec. 08.88.291. LOCATION. A licensed real estate broker shall

21 register w i t h  [INFORM] the cor .mission [OF] the broker's principal

22 office and [OF] any branch offices the broker maintains by completing

23 and submitting a form provided by the commission [ H A S ] . The broker

24 and each p e r s o n  with a license issued un d e r  this chapter who [THE

25 ASS O C I A T E  REAL ESTATE BROKERS A N D  REAL ESTATE SALESMEN] the b roker

26 employs may do business only from [IN OR OUT OF] the b r o k e r’s princi-

27 pal or b r a n c h  [OFFICE A N D  THE BROKER'S BRANCH] offices. Failure of a

28 real estate b roker to maintain a place of business or inform the

29 commission of its location and the names and addresses of all li-
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censees employed by [UNDER] the broker [BROKER'S JURISDICTION] at the 

location are grounds for the suspension or revocation of the broker's 

l i c e n s e .

* Sec. 8. AS 08.88.331 is amended to read:

Sec. 08.88.331. MAKING OF TRANSACTIONS. A  real estate salesman 

or associate real estate broker may mak e  a real estate transaction 

only through the real estate broker w ho employs the real estate sa l e s­

man  or associate real estate broker. All money collected on behalf of 

the broker shall immediately be turned over to the b r o k e r  or the 

broker's agent. All transactions in real estate by a real estate 

salesman or associate real estate b r oker shall be p r o c e s s e d  through 

the real estate salesman's or the associate real estate broker's 

employing real estate broker's office and shall be supervised by the 

real estate b r o k e r , w h e ther the transactions are for the real estate 

salesman's or associate real estate broker's own use or the use of a 

c l i e n t .

* Sec. 9. AS 08.88.351 is amended by adding a n ew subsection to read:

(b) The records required under this section of transactions that 

are for the broker or an employee of the broker shall bf; similar to 

and as complete as rt^.rds of transactions for clients.

* Sec. 10. AJ 08.88.421 is amended by adding new paragraphs to reau ‘

(11) the developer of commercial or residential real estate 

when acting as m a n a g e r  of the real estate;

(12) a m ember of the board of directors of a homeowner's 

association, condominium association, or similai organ i z a t i o n  when 

managing the real estate in the course of performing duties as a 

member of the board of directors.

* S e c . 11. AS 0 8^88.4 5 5 ( a ) is amended to read:

(a) A licensed real eitate b r o ker^ [OR] associate broker, or
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6
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9

10

11

12

13

14

15

16

salesman w h e n  obtaining or renewing a real estate license, in lieu of

obtaining a corporate surety bond, shall pay to the cc.maission in

"  '/r a ddition to the license fee, a bond fee not to exceed $125 [, AND A

L I C E N S E D  SALESMAN, WHEN OBTAINING O R  RENEWING A  LICENSE, IN LIEU OF 

O BTAINING A CORPORATE SURETY BOND, SHALL PAY TO THE COMMISSION IN 

ADDI T I O N  TO THE LICENSE FEE, A B O N D  FEE NOT TO EXCEED $40] After the 

fund reaches $250,000 the commission shall by regulation adjust the 

bond fees so that, taking into account anticipated expenditures for 

claims against the fund and real estate educational purposes, the fund 

is maintained at a level not less tha n ^ $ 2 5 0 ,000

* Sec. 12. AS 08.88.460 is amended by adding a new subsection to read:

(c) A claimant under this section shall pay a filing fee of $100 

to the commission at the time the claim is filed. The filing fee 

shall be refunded if the commission makes an award to the claimant 

from the real estate surety fund.

* Sec. 13. AS 08.88.261 is repealed.
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. . , e i  B u s in e s s  a n d  P r o fess io n s  § 08.88.171
t jti.'o.101

A-*^ral re fe ren ces . —  12 A m . Ju r .
(R §5 18-22. 58 Am. Jur. 2d, 

i  Trades and Professions,

1 f^ f s .  Brokers, §§ 6-24.

OS.88.161. License req u ired . Unless licensed as a real estate 
f.iiff. associate real estate broker, or real estate salesman, a natural 

foreign or domestic corporation, or partnership, or limited part- 
^hip, or other entity may not
1 sell, exchange, rent, lease, auction, or purchase reai c :ate;
2 list real estate for sale, exchange, rent, lease, auction, or pur-

j ,  collect rent for the use of real estate;
as a business, buy, sell, or deal in 

,.V options in real estate; or 
B' options in improvements to real estate;
•.S' assist in or direct the procuring of prospective buyers or the 

i^tiation of a transaction which results or is calculated to result in 
N sale, exchange, rent, lease, auction, or purchase of r_al estate;

hold out to the pubiic as being engaged in the business of doing 
e; of the things listed in this section;

7i attempt or offer to do any of the things listed in this section, 
si Repealed by § 4, ch. 28, SLA 1982. (§ 1 ch 95 SLA 1964; am 

I El ch 108 SLA 1970; am § 324 ch 28 SLA 1974)

fro»» references. — As to activities in redrafted by the revisor of statutes to
•a:(housing for minority proups, see AS remove personal pronouns in conforinit)
J®  215. with AS 01.05.031(c) and 5 4, Chapter 58,
Editor's notes. — This section was SLA 1982.

See. 08.88.171. E n titlem ent to license, (a) A person is entitled to
• fra! estate broker license if the person is a resident of the state, if the

passes the real estate brokers examination, if the person applies 
hr a license within six months after the person has taken the real 
*o.te brokers examination, if the person has had at least 24 months 
>tactive and continuous experience as a licensed real estate salesman, 
- the person is not under indictment for, or seven years have elapsed 

the person has completed a sentence imposed upon conviction of, 
*:fKery, theft, extortion, conspiracy to defraud creditors, or any other 

involving moral turpitude, and if the person is an owner r, f a real 
"tate business or employed as a real estate broker by a corporation or
* Partnership, a n ; if tha t corporation or partnership does not have an 
listing licensed oroker. Unless the broker fails to pay the biennial 
fwewal fee or unless the broker’s license is suspended or revoked 
w<fer AS 08.88.071(a)(3), the real estate broker’s license continues in
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Sec. 08.88.431. D efinitions. In AS 08.88.011 — 08.88.500
(1) "real estate” means an interest or estate in land, curporeal or

'.l incorporeal;
(2) "commission" means the Real Estate Commission;
(3) Repealed by § 42 ch 167 SLA 1980.
(4) "lease” includes a lease that is a part of another transaction.
(5) "resident manager” means a perser. who resides on real property 

and manages it for the benefit of another person. (§ 1 ch 95 SLA 1964; 
am § 58 ch 218 SLA 1976; am §§ 32, 2 ch 167 SLA 1980)

Effect of amendments. —  The 1980 
amendment repealed paragraph (3), and 
added paragraph (5).

4 -



Article 4. General Provisions.

Section 
421. Exceptions 
431. Definitions

... -... Sec. 08.38.421. E xcep tions. AS 08.88.011 — 08.88.500 Jo not
L | | | | -  apply to

(1) a person, who is not licensed under AS 08.88.011 — 08.88.500 who 
makes a real estate transaction with respect to real estate he owns or 
on his own behalf, unless the transaction involves land defined in AS 
34.55.044(6) which, is not in Alaska;

(2) an attorney in fact under a power of attorney authorizing the 
consummation of a specific real estate transaction; an attorney in fact 
may not act as such for more than two transactions in a calendar year;

(3) a lawyer performing his duties as a lawyer;
(4) a public official in the conduct of his official duties;
(5) a person acting as receiver, trustee, administrator, executor, or 

guardian;
(6) a person acting under court order;
(7) a person acting under the authority of a will or trust instrument;
(8) a person dealing in mineral rights transactions;
(9) each of the following:
(A) a domestic or foreign corporation, or a general or limited part­

nership; or
pvHv. (B) a partner or regular employee of a domestic or foreign corpora­

tion or a general or limited partnership, when performing an act de­
scribed in AS n8.88.16! in the. -egular course, or as an incident to, the 
management, sale or other dispc ,;tion of real estate owned by the 
corporation or partnership; the exemption provided in this subpara­
graph does not apply to a person who performs an act described in AS 
08.88.101 either as a vocation or for compensation if the nmount of the 
compensation is dependent upon or directly related to the value of Ihe 
real estate with respect to which the nci ir performed.

(10) a resident manager of rented real estate if his duties are limited 
to the negotiation ofleases and rental agreements and the collection of 
rent for the use of the real estate and if he is

(A ) employed by the owner of the real estate; or
(B) employed by, or engaged under contract with, a licenced realj 

estate broker. (§ 1 ch 95 SLA 1964; am § 1 ch 38 SLA 1969; am § 19 
ch 28 SLA 1974; am §§ 2 9 -3 1  ch 167 SLA 1980)

Effect of unu ndmcnta. —  The 1980 
omendment substituted "who is not 
licensed under AS 08.88.011 —  08.88.500 
who makes" for "making" near the 

; .beginning of paragraph (1), added "which 
i.vHv::' i6 not in Alaska" at the end of paragraph

(1); in paragraph (9), restructured the 
paragraph into present Bubparagraphs (A) 
end (B), added the introductory phrase, 
"each of tho following", inserted "or a" 
preceding "general" in subparagraph (A), 
substituted a semicolon for a comma 

' f low in g  "limited partnership" at the end

of subparagraph (A), substitute! "a domes­
tic or foreign corporation or ,t general or 
limited partnership" for "one of these," and j 
"an act" for "acLs", deleted “however” 
following "the corporation or partnership", 
inserted "exemption provided in this sub- 
paragraph does not apply to a", and substi­
tuted "who performs an act described in 
AS 08.83.161 either" for "may r.ot perform 
these acts", all near the middle of subpara­
graph (B), and substit .ted "act is" for "acts 
are" at the end of subparagraph (B); and 

. added paragraph (10).
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STATE OF ALASKA 

FISCAL NOTE Revision Date , 1983

I. REQUEST II. FISCAL DETAIL

Agency Affected: Commerce & Econ. Develop.Bill/Resolution No.:______ HB 389______________________________________________________

Title: Regs, of real estate broker.; & salesmeRrogram Category Affected: Public Prjtection
Sponsor: Furnace________________________  BRU, Program of Subprogram^) Affected:'

Requestor: House Labor & Commerce  Real Estate Commission_______________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88 i
1

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

1
1

TOTAL OPERATING .0 ... 0 0 0 0 0

CAPITAL

REVENUE (to surety fund) 0 123.8 123.8 123.8 123.8 123.3 |

:UNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS

OTHER (Specify Source)

POSITIONS:

FULL-TIME

PART-TIME
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: .lames L. Manowan. Executive Pi recto11 [  Phone: 272-5508
Division: Real Estate Commission . /  Date:

Approved by Commissioner: Richard A. Lvon t ^______  Date:

Department:_____ Commerce ft Economic Development____________

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83



FISCAL NOTE ANALYSIS OF HB 389

The surety fund is a self-sustaining fund not supported by general revenues. 

Fees are set by regulation, up to a m a x imum statutory limit, to cover 

expenditures and appropriations from the fund. The fund is currently showing 

a slight negative balance between revenue and expenditures.

Licenses issued and renewed remains the same as currently is the case.

This bill raises the maximum surety payment by salesmen to $125.00 which is 

what brokers currently pay.

These fees are for surety fund and educational programs only. The actual fees 

will be set by regulation to cover the expenditures of the fund. It is 

estimated that the actual fee will be $100.00 The estimated increase in 

revenue is $123,250 per year. In the event that heavy losses due to claims 

should deplete the fund, the fees could be adjusted to bring in (at current 

licensee numbers) 337,500 per year - an increase of 191,250 over current 

revenues.

Based on 2500 salesmen and 700 broker renewals plus 2000 new salesman licenses 

and 200 new broker licenses per biennium.

Current Revenues ($40 per salesman, $125 per broker)

Projected Revenues @$100 uniform fee 

$540,000/biennium 

$270,000 annualized 

$123,750 annualized increase

Projected Revenues @$125 (the maximum) uniform fee 

$ 675,000/biennium 

$337,500 annualized 

$191,250 annualized increase

CALCULATIONS OF REVENUES

Salesman Renewals 

Broker Renewals 

New Salesmen 

New Brokers

$ 100 ,000
87,500

80,000

25,000
$292,500/biennium 

$146,250/annualized
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MEMORANDUM State of Alaska
TO Kenneth C. Moore

Director, Division of Insurance

d a t f . May 26, 1983

FILE NO:

TELEPHONE NO.

FROM: J i m  Jordan v

Insurance Market Analyst

SUBJECT: HB 426 - comments

In the most part, the bill as introduced is substantially the same as my 

original draft. Some re-ordering was done but does not change the 

substance. However, I would recommend that four changes be made. Two 

of the changes, if not made, would make no difference in the meaning but 

are suggested to add mo r e  clarity. However, the other two suggested 

changes need to be made.

1. p. 1., line 10; immediately following the word "A" add

the w o r d  " g r o u p " . (Not critical but would add more 

c l a r i t y . )

2. p. 1., line 14; following the word "unions" add the following

words 11, or by one or more employers and labor u n i o n s " .

(This is a necessary change to recognize the combination of 

employers and labor unions which represent the employees 

of that e m p l o y e r ( s ) .)

3. p. 1., line 18; between the words "insurability" and "imposed"

insert the words "as may b e " .

(This is n o t  critical but it adds more clarity. Without the 

amendment, it might appear that an insurer must apply 

evidence of insurability standards. Many group life 

contracts are issued without any requirements that 

evidence of insurability or good health be provided for 

each group member. It is a basic tenet of group insurance 

that with a large enough group of insureds a sufficient 

spread of ris k  is realized, thus obviating the necessity 

of individually, medically underwriting each person. I 

d o n’t believe we want to impose this on the public or 

insurers when it is an actuarially sound principal.)

4. p. I-, line 28; change the cite "AS 21.48.070" to the correct
cite "AS 21.48.170".

(This is a necessary change. The citation in HB 426 is 
incorrect.)

Suggested Amendments

02-001A( R e v , 10/79)



and for credit union groups (AS 21.48.070). The original draft did the 

same thing. This was done because of the unique nature of these types 

of groups and their specific relationship to AS 21.57. This is particu­
larly the case for debtor groups.

I am attaching a m a r k e d  up copy of HB 426, which includes the suggested 

amendments, as we l l  as copies of my memoranda of November 26, 1982 to 

you and of May 18, 1983 to Jeff Day, and of my original draft.



Introduced: 5/25/83
Referred: L a b o r  & Commerce

1 IN THE H O U S E  BY H A Y E S

2 H O U S E  B I L L  NO. 426

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

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S SION

5 A B I L L

6 For an Act entitled: "An Act r e l a t i n g  to group life insurance; a nd p r o vid-

7 ing for an e f f e c t i v e  d a t e . "

8 BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

9 * S e c tion 1. AS 21.48.010(a) is a m e n d e d  to read:

10 (a) A^[N0] life i n surance p o l i c y  may not be d e l i v e r e d  in this

11 state insuring the lives of more than one i n d i v i d u a l  unless

12 (1) the p o l i c y h o l d e r  was formed for purp o s e s  o t h e r  tha n

13 o b t a i n i n g  insurance, or is a trust e s t a b l i s h e d  by one or m o r e

14 employers or labor unions!'; ^  ,hv*'t4 O ik . &̂  Lxl-o1\ duurna
------------------------------------------------------- r f -

15 (2) the p olicy covers at least two i n d i v i d u a l s  at the d a t e

16 of issue;

17 (3) an individual eligible for c o v e r a g e  is subject to
cLj./iYUÔ ,

18 u n i f o r m l y  applied standards of i n s u r a b i l i t y ^ i m p o s e d  by the insurer;

19 (4) amounts of g r o u p  life i n s u r a n c e  are d e t e r m i n e d  b a s e d  on

20 some p l a n  that will preclude individual selection; and
$

21 ( 5 ) the group life insurance contract is in c o m p l i a n c e  w i t h

22 the ot h e r  applicable pro v i s i o n s  of this c h a p t e r  [ D E L I V E R E D  TO ONE OF

23 THE G ROUPS AS PROV I D E D  FOR IN SECS. 20 - 60 OF THIS CHAPTER, A N D

24 UNLESS IN C O M P L I A N C E  WIT H  T HE O T H E R  A P P L I C A B L E  P R O V I S I O N S  OF THI S

25 CHAPTER].

26 * Sec. 2. AS 21.48.010 is amended by adding n e w  s u b s e c t i o n s  to read:

27 (c) Insurance u n d e r  a group life i n s u r a n c e  p o l i c y  may be

n o

28 exte n d e d  to insure dependents. N o t w i t h s t a n d i n g  AS 21.48.070*, only one

29 certificate need be issued for deli v e r y  to an i n s u r e d  p e r s o n  if a



1 s t atement concerning a dependent's coverage is i n c l u d e d  in the certif-

2 icate.

3 (d) In this section, "dependents" means the spouse and d e pendent

4 c h i l d r e n  of an employee or m ember of the group.

5 *  Sec. 3. AS 21.4 8 . 0 2 0  - 21.48.050 and AS 2 1 . 4 8 . 0 9 0  are repealed.

6 * Sec. 4. This Act takes effect i mmediately in a c c o r d a n c e  w i t h  AS 01.-

7 10.070(c).



MEMORANDUM State of Alaska
TO

FROM:

Kenneth C. Moore, Director DATE: November 26, 1982

FILE NO:

TELEPHONE NO:

s u b je c t :  Group Life Insurance

Proposed Legislated Changes

Attached, please find the draft of the Act which amends AS 21.48,

Group Life Insurance.

The proposed amendments to AS 21.48 accomplish the following:

1) The definition regarding who constitutes a duly formed group 

for the purposes of group life insurance is liberalized;

2) The ceiling on amounts of group life insurance for dependents 
is removed;

3) The group definitions applicable to group disability insurance 

contracts are indirectly liberalized pursuant to AS 21.54.060(4);

4) The provisions requiring some premium contribution by an employer/ 
policyholder are eliminated; and

5) AS 21.48.060, debtor groups, and AS 21.48.070, credit union 
groups, remain intact and unchanged due to their unique 

character and relationship to credit life and credit disability 

(AS 21.57).

Of course, the underlying intent of the proposal is to provide for 

expanded availability of group life insurance. Conceiveably, a broader 

based portion of our population will have expanded means of acquiring 

life insurance coverage on an economical basis.

In my opinion, this proposal will not require increased appropriations 

for administration. In fact it may result in increased premium tax 

revenue. Master group contracts heretofore delivered in other states, 

covering Alaskan residents, in order to circumvent unfavorable provisions 
in our law, may, in the future, be issued in this state. By so doing, 

taxable, Alaska premiums could increase.

It should be noted that some unfavorable federal income tax implications 
could arise in the area of dependent group life. For amounts of dependent 

group life insurance provided by an employer in excess of $2,000, the 

premiums paid by the employer for such coverage would be taxed as income 

to the employee.

Opposition, if apv, to this proposal would most likely come from the 
life insurance agent specializing in the sale of individual life insurance 
products. This opposition would be primarily "projectionist" in nature 

and easily countered.

Let me know if you would like to discuss this proposal in greater detail.

Jim Jordan



MEMORANDUM State of Alaska
TO

THRU:

THRU:

FROM

FROM:

Mr. Jeff D a y  

Assistant to the Speaker 

K e n n e t h  C. M o o r e  

Director of Insurance 

Richard L y o n  

Co m missioner of Comm e r c e  & 

Econ o m i c  De v e l o p n e n t  

J i n  Jordan

Insurance M a r k e t  A n a l y s t  III

DATE.

FILE NO:

M a y  18, 1983

TELEPHONE NO:

SUBJECT:
Pr o p o s e d  Group Life 

Ins u r a n c e  Legislation

P e r  our telephone c o n versation of M a y  10, 1983, the f o llowing w i l l  serve 

to explain c e r tain defects in the current l a w  w h i c h  the p r o p o s e d  legis­

lat i o n  is intended to rectify.

AS 21.48.010-230 s et forth the v a r ious crit e r i a  r e g a r d i n g  group life 

insurance. Sir.ilarly, AS 2 1 . 5 4 .010-070 sets forth the c r i t e r i a  which 

a p p l y  to group disability insurance. Each of these chapt e r s  respectively 

establ i s h e s  w h a t  types of entities or c ollections of persons constitutes 

a d u l y  formed group. It is only these defined entities that n a y  have a 

gr o u p  raster contract issued to it w i t h i n  the state. Most frequently, 

gr o u p  life insurance and group accident and h e a l t h  ins u r a n c e  is marketed 

and issued as a "package".

AS 2 1 . 4S is constructed to d efine those eligible groups o f  persons 

w i t h i n  very n a r r o w  parameters. C o n versely A.S 21.54 is c o n s t r u c t e d  so 

that a broader ra n g e  of entities form duly co n s t i t u t e d  groups. In other 

words, it is p o s s i b l e  for come types of groups to be p r o p e r  groups for 

the purposes of group accident und h e a l t h  b ut not be e l i g i b l e  for group 

li f e  insurance. A n  example of this s i tuation is a n  " a s s o c i a t i o n "  group 

for w h i c h  group accident and h ealth cove r a g e  n a y  be legally w r i t t e n  

(AS 21.54.060(2)) b u t  nay n o t  be e l i g i b l e  for group l i f e  i n s u r a n c e  

(AS 21.48.040).

This holds true for associations that are comprised of c c n b e r a  w h o  nay 

not b e  necessarily employers. Examples of such a s s o c i a t i o n s  could be 

b a r  associations, m e d ical associations, pilots associations, or commercial 

fishermans associations. Llien interested in o b t a i n i n g  group insurance 

coverages, these types of associations are abl e  to obtain coverage.

This is accomplished b y  j o i ning other a s s ociations o u t s i d e  of Alrslia 

that h a v e  such coverages provided via group m a s t e r  c o ntracts delivered 

in o t h e r  jurisdictions. Alnolia’s insurance laws do not e x t e n d  e xtra- 

territorially, so residents covered under these arrang e m e n t s  lose, to a 

c e r t a i n  degree, the local regulatory protection. ^liov '\er, they m a y  go 

to the insurance department in the state in w h i c h  the m u s t e r  contract is 

deli v e r e d  for consumer assistance.) Additionally, such a r r a n g e m e n t s  ray 

also result in less premium taxes being collected in Alaska.

AS 21. 4 8 . 0 9 0  imposes maximum amounts of group life i n surance w h i c h  m ay 

be e x t e n d e d  to the dependents of covered employees or n a m - u r s  of a  

group. The amount is scheduled and increases b y  the a ge of the fajiily 

m e m b e r  from $100 at under the age of 6 m onths to a m a x i m u m  of $2,000 at

0?-00) A ( C , » .  10/79)



age s  5 y e a r s  and older. These amounts w e r e  e s t a b l i s h e d  by l a w  in 1966 

a n d  cert a i n l y  Inflationary pressures al o n e  w o u l d  d i c t a t e  the m a x i m u m  

amounts of c o v e r a g e  be Increased. T h e  p r o p o s e d  l a n g u a g e  w o u l d  r e m o v e  

a l l  m a x  in urns. G r o u p  insurance is p r i m a r i l y  a n  e m p l o y e e  b e n efit and may 

b e  s u b ject to collective bargaining. It was felt that the insurance 

laws s h o u l d  not impose any a r t ificial b a r r i e r s  in the n e g o t i a t i o n  or 

d e t e r m i n a t i o n  of employee benefits. Again, a n  e m p l o y e r  may p r o vide 

amounts o f  dependents group life insurance greater than that a l l o w e d  by 

A l a s k a  l a w  by j o i n i n g  a  multiple employer trust l o c ated in state allowing 

h i g h e r  amounts. (T.7e kno w  this has b e e n  done.) M a n y  states ex i s t  w h i c h  

h a v e  no s u c h  m a x i m u m  for dependents group life Insurance. One of the 

reasons f or limiting the amount of d e pendent group li f e  to $2,000 is due 

to federal income tax implications. I n  the s i t u a t i o n  w h e r e  an employer 

pays the entire p r e m i u m  for dependents group life insurance, the IRS has 

ruled that so lo n g  as the coverage amount is incidental, no a d d i tional 

taxable income is incurred b y  the employee. The a m o u n t  d e t ermined by 

the IRS as being incidental Is up to a m a x i m u m  of $2,000. (The sane 

h o l d s  true for the amounts of group life insurance provided to employees 

e xcept that no federal income tax l i ability accrues un t i l  the amounts of 

c overage exceeds $50,000.)

In general, AS 21.48 requires that the p r e m i u m  can n ot be entirely paid 

b y  e m p l o y e e  contributions. The proposed language removes this r e q u i r e­

ment. Tills c hange was included for several reasons. First, an employer 

can In e f f e c t  m a k e  this meaningless by c o n t r i b u t i n g  o n l y  lc toward the 

p r e m i u m  cost for each employee. Second, s',..e emplo y e e  b e n e f i t  programs 

• contain a basic a mount of group life i n surance pai d  for entirely by the

employer and an optional amount paid for enti r e l y  the employee. Current

c o n s t r u c t i o n  of A S  21.48 forces such c overages to be u n d e n n r i t t c n  by one

insurer i n  one m a s t e r  group contract. This m a y  i mpede co m p e t i t i o n  to a 

certain degree, particularly for larger employers. An e x a mple of this 

could be the State of Alaska pla n  for its employees w h e r e  the various 

segments o f  the b e n e f i t  package go out to c o m p e t i t i v e  bid. One iusurer 

m a y  submit the l o west bid for the optional group life b u t  m a y  not b e  the 

l owest b i d d e r  on the basic group life. Therefore, the state could not 

a w a r d  the contract for the optional group life to that insurer who is 

the lowest bidder and av:ard a separate contract to a n o t h e r  insurer who 

w a s  the lowest b i dder on the basic group life. Third, again,, an employer 

m ay circumvent this situation by joining an a s s o c i a t i o n  or m u l t i p l e  

employer trust sltused in another state. Last, AS 21.54 Imposes no such 

requir e m e n t  for group accident and h e a l t h  coverages.

It is felt that the proposed changes w o u l d  help f a c i litate the ext e n s i o n  

of life insurance protection to a broader section of o ur p o p u l a t i o n  wi t h  

no m a t e r i a l  loss in regulatory protection. Typically, group insurance 

is less c ostly than individual insurance contracts due to the a d m i n i strative 

e conomies realised. Therefore, this proposal should h e l p  to p r o vide a 

b r o ader b a s e  of coverage at a '■ost m o r e  b e n e ficial to the A l s s l u m  resident.



Alao, for y o u r  information, the proposed l a n g u a g e  is p a t t e r n e d  af t e r  

C o l o r a d o *3 group l i f e  law.

Please l e t  c e  k n o w  if I n a y  b e  of a ny f u r ther assistance.

Sincerely,

Janes J. J o r d a n  

Insurance Market A n a l y s t

J JJ/gv





MAY 4 ,  1984

TO : JOHN

FROM: KEN

RE: HB 457 " MAKING AN APPROPRIATION TO THE ID ITAROD

TR A IL  COMMITTEE.

HB 457 WAS FIRST INTRODUCED AS AN APPROPRIATION TO THE 

ID ITAROD TRA IL COMMITTEE AS A GRANT FOR THE 1984 RACE. BY 

REQUEST OF THE SPONSORS, THE AMOUNT OF THE GRANT HAS 

BEEN INCREASED FROM 65 THOUSAND TO 72 THOUSAND AND THE 

DIRECTED TOWARD NEXT YEARS ID ITAROD . THE TRA IL 

COMMITTEE HAS SUPPLIED A BRIEFING PAPER .EXPLAINING HOW THE 

MONEY WOULD BE USED.



May 1. 1984

Mr. Kan Johnson

Administrative Assistant, Rep. John Cowdery 
House Labor & Conmarce Committee
Pouch V ...

Juneau* Alaska 99B11

Dear Mr. Johnson,

Enclosed 1s '^complete breakdown of our request for funding for the 
1985 IdItarod'Trail Sled Dog Race, classified under HB 457.

W^appreciate'vfche State's assistance 1n the past, as without It I 
dah't believe W U&rod could have grown to be the International 
spectacle become.

A fact that Should Interest you Is that data was gathered during this 
year's Race forra profsss1onal research firm which has volunteered Its 

services to prepare an economic Impact study for us. Rough estimates 
Indicate that we generate around $3,000,000 1n additional revenue for 
the State, alot of that benefiting the communities we pass through,
A final accurate report should be completed by early next year.

Your assistance in the passage of HB 457;Js greatly appreciated.

GB/jp
Enclosure

Pooc* X, Vfwlta, Aifffe* a m ?  - (307) 37W155
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1485 Iditanod. SCed Voq Race Request

/. Txact

Each ueax 1TC bxcak* and maxki the Iditaxod TXxCC A-Xoi* SettCei'i Hay 
to ShageCuk oh Ruby. We mult 5ind voCurteex* to complete, at eoit, 
tiiix project. Many diffexeitt gxoup* use the tAa.CC when -it u  opejied,
We need monieF {«i machine XentaC*, expauici, go*, food, £abo-at and 
maxjung*.

$14,000

2. Voa Caxe and Txeatment

Lent yeax ovex one thousand [10001 dog* Left Fouxth Avenue <.*' Anc/to/ragc. 
About 700 aXMvcd. ,01 toome. Att up the. txaiC. ioc have Vet&xinarian* 
Atationed to caxe fox the doc*. Each Vctexinaxiar. ha* medication and 
equipment to exeat wcxgencieA and to pAe«0Mn autopAie* if HCCcAiaA{/.
They o Ca o  help the muAhex* h w p  theix team* iji top heattJi. Vetcxinaxian* 
a U o  check fox illegal dxugi, *cndi)ig the * ample* to Co-victt Univcx*ity 
fox analii*i*, Eon Vetexii\axiM\ cxpe>v4eA [food, Codging, txanipoxtationl, 
medical *upptie*f aatopAie*, and *ampLe anaCyAi*.

$15,000

3. Iditaxod Aix foxce

Each yeaX Aviation tn*uxanee co*.t xai*e*, The Iditaxod TxaiC Camittee 
nu*C be pxatiictcd, *o We take out tivi* Ir.Au/iauicc fox a men*/; and a half, 
tic cu-.duuo no* and oil fox oux ntar.ei uc the twit. T h u  dcei put 
moneu in the' Co cat economy, We xeque*t *ui:ding foX pilot expcr.ACA [(cod, 
Lodgii\g) gat, oil, and Aviation Intuxance.

$20,000

■). Liability IntuAance

We mu*t have pxotectioii (ox *pectatox*, mujiieipulitic* , Bateau of, Land 
>U*)!rtqeM!Ut, OUX votunteexA, and Iditaxod Txait Committee. Oux dog txuck 
ii> rtiLso inOu/ied.

$ 8 , 0 0 0

5. EicchwuiA and Vxc*b Packets

Because of i)\eheat>ing xace axpoxuxz, we axe getOuig moxe xequeAt*, yean 
hound, (Jo/t information o;i Iditawd. We would Like to put togethex an 
"AmteuVA Guide to Iditaxod". T h u  would include the uiu/s, when*, and 
haw came* the Iditaxod Sled Cog Race. Fox .the pxe*x packet* we tvj 
to ptovide M e m  with intexe*tim infoxmaiion and fact* about tJie xace.
We al*o infoxm the uninfoxmed the txiai* and txibutation* of txaveling 
up the txaiC,

$ 5 ,000



Fade £ 198$ Id ita 'iod  SCcd Vqq R&cc RcpuiAt

6 . Rac e  PcteonjitC Idcntiiitatior.

W-tiJi alt tJic ipettaXOAA and ptaAA rfotCowijt-g £hc Aacc, it -u lutid 
to identity OU.X fuxct ptAAonntL* Hat onlij iA It con*u*v\s iofi mtioete, 
bat many tbncA use end. up icixii LuuuithoAtzed changes or. oux cecounti,

$ 2,000

7, O M i c t  Equipment ai\d Expend

T/vt co&t o{, opcxatLng oa \ o£;-icc neon. tiouvd Ia  axpCiuUA-c. (Cc ucuid  
L ik e  to  in c lu d e  g e « C A c £  o t t i c c .  AuppLicA In  tiut> aequeAi.
ALao .u\cJLudcd il one U 5 uvsid p t c c w A O "  ajid on c  [ I } ctccfUc tipw.'tUCi.

$10,000

T O T A L  R E Q U E S T $72,000





Vo':« 4; Mo. 5 Palmer, Alaska
MATANUSKA ELECTRIC ASSOCIATION, INC.

January 20, 1983
T-ROM THE BOARD ROOM

In its regular meeting of January 11, 1983 the Board of Directors took the 
following action:

*approved a contract with D. A. Vaughn Company, Real Estate Investors 

of Eagle River to market the unused Eagle River building and land.

vappro-ed the Association's new Equity Management Plan which will see 
capital credits retirement checks mailed this year for the first time in

MEA history.

‘•'agreed to meet January 25 in a special meeting to consider the rate 
design and Annual meeting items. The APUC has given the Association a 
February 15 deadline for action on rate design.

*appointed the 1983 nominating committee. Committee members are: Don 

Savage, 376-4/19; Linda Olson, 745-3355; Dorothy Jones, 733-2395, E. L. 
"Turk" Mayfield, 495-6413; Dale Briggs, 694-2311; Lorry Pollock, 745-4036; 
and Mac Stevens, 733-2281.

*aoproved the write-offs of uncollectable accounts for December making 
tne total for 1982 $68,448.79.

xdac\inev: tc approve the removal of Director Sandvik from the Board of 

Directors as requested by Director Staudenmaier.

‘•'sac the n£rtt regular meeting of the Board as Tuesday, February 22, 
■•983 .v; 7:C0 p.m.



PERSONNEL POINTERS

"Your Indirect Paycheck" for 1983

This information is intended to give you an idea of what MEA pays its 
nonunion personnel in addition to your salary. This "indirect paycheck" 
very often goes unnoticed and as a result, unused. They represent a real

part of your total compensation which you should be aware of.

For purposes of conceptualizing these programs, an exempt employee was

imagined who has worked four years at MEA, and makes $30,000 per year. All
variations were excluded, such as overtime, salary increases, program 
changes, price increases or decreases, etc. Exact percentages and figures 
will vary. If you would like to know what your figures would be, Personnel 
would be happy to compute them for you.

ANNUAL $ AMOUNT 

RATES ON IN ADDITION TO AN EMPLOYEE'S 
PROGRAM $30,000 SALARY BASE SALARY OF $30,000

1. NRECA Retirement
Pays 2% X salary X
§ of years worked

2, Required Employer Costs

A. FICA: Social Security 

costs 6.7% of Wages up 
to $35,700

B. FUTA: Federal Unemploy­
ment insurance costs .7% 
of wages up to $6,000 
“$42.00 -f $30,000 =

C. Alaska Unemployment 
Insurance costs lT66% on 

wages up to $20,000 =
335 + $30,000 =

D. Workmen's Comp Insurance 

for exempt employees 
costs .69% of 1st $400 
of woekly wages: $400
X 52 X .0069 = 144 +  
$30,000 =

16.8% $5,040

6.7%

.14%

1 . 12%

$ 2,010

$ 42

$ 335

.48% $ 144

- 2 -



A*iaSKS Public Utility 
Insurance Trust 
Group health plans includes 
healths vision, dental & 
:aoc:;de.vcc V!fe insurance

NilECA Long Term Disability 

Pays 50% of your salary while 
disabled

MEA required payments

6. NRECA Life and AD&D

Insured Shor

Pays $75 per week for 13 

weeks. Present cost unknown 
but would have averaged in the 
past about .14% for this em- 
cloyee.

3. Miscellaneous Benefits

Employee training, physical 
exams, jury duty, etc. are 

estimated to be at least 1%

TOTALS

$11,049 -t-$30,000 = 36.83% means MEA pays 36% in additon to this employee's 
wage.

Annual Leave While payments for time away from work don't increase 
the amount paid to this employee, such payments significantly increase 

overall costs. If this employee was a temporary employee, not eligible for 
leave, this benefit could be valued as follows:

MEA A year leave accrual rate = 24 days X 8 hours = 192 hours per 
year. $30,00 -e- 2080 = 14.42 hours X 192 = $2,769.21 f  $30,000 = 9.23%



’ i V

PERSONNEL POINTERS (continued from page 3)

This means annual leave could be valued by this employee at $2,769 per
year and constitutes approximately 9.23% of his/her compensation.

Similarly, Holiday Pay could be viewed as follows:

MEA holidays = 11 days per year X 8 = 88 hours per year X $14.42 
hourly rate = $1,269 per year -t $30,COO = 4.22%. Holiday pay could be

considered to constitute 4% of this employee's pay and be worth $1,269

annually.

If you add these percentages to the above figures, (36.83% + 9.33%
+ 4.22% = 50.38), an employee could consider receiving the equivalent to 
one-half of his or her salary in the form of employee benefits. The costs 

for this example would be approximately $15,087.

For a $20,000 per year employee MEA pays an additional $9,042 per
year, or 41.3%. When leave is considered the amount is $11,734 or 54.76%.

For a $40,000 per year employee MEA pays an additional $13,537 cr

33.85%. With leave considered, the additional amount is $18,921 or 47.31%.

For a $50,000 per year employee MEA would pay $15,645 or 31.27%. When 

leave is added the amount would be $22,375 or 44.73%.

These figures, when averaged, equal 35.81% or $12,318, without leave 

or holidays. With leave and holidays added the averages are 49.29% or 

$17,029. -----------

The buying power of these group benefits significantly increases their 

value as well. We attempted to price a comparative private group health
plan and were given such v<idely varying rates,., (from $400 up per month)
that comparisons were impossible. There appears to be no private dental 
plans available anywhere. Most of these figures are not subject to taxes, 
thus increasing the value of them substantially.

MEA is pleased to be able to contribute these benefits in appreciation

for the skilled and dedicated service received from our all employees. If

you have any questions on what these figures mean or how you can obtain the
maximum benefit from the varied coverage provided for your please contact 
the Personnel Office.



COMMENDATIONS

Please join us in apDlauding these employees for doing an outstanding 

job. Their efforts have earned glowing words of praise from our members. 
We need to give as rncch attention to compliments as we do to complaints.

Employee Member Compliments

Bill West, Eng. Tech II "An A+ in public relations and
professional expertise"

Ernie Jameson, General F-jreman "Mr. Jaineson was very courteous
and helpful"

Larry McDuffey. Foreman "...could not believe how nice
Larry Corcoran, Lineman everyone had been to him..."
Dennis Illiess Apprentice

Terry Smith, ROW Agent II "...thoroughly impressed with the
professionalism Terry used in solving

the problem.

New employees

Please join us in welcoming these new employees:

John Parker, Manager of Administration will start February 9, 1983.

Joan Bennett a id Donna Mathena, Work Experience trainees, who started 
first week of January.

Adam Heller, Brian Shandier and Sherry Thom, high school trainees in 
Operations, who started January 17, 1983.

Also new in Operations: three temporary journeymen linemen; Bill J.
Parker, Tony Tessaro, and John Donovan. Our new apprentice lineman Mike

Kodsdon took Mike Thrasher's spot; he's now a journeyman. New apprentice
Lee Stevens fill Larry Schnell's spot. Larry is now attending 
aporenticeship school.

Retirement Planning Seminar I'm sorry to report that the seminar we had 
planned for Saturday, January 22nd had to be cancelled. We could not

recruit enough participation to cover the fixed expenses. We do hope to

reschedule this seminar and we are considering inviting employees from a 
couple of cche- cv,ganizr.A‘ions so that participation will be higher. Thank 
yoi/ fi.'« yet:" ■**■*3 ye?*, will contact employees again when we have

a rev date..
-5-



i To ALL MEA Personnel

A thank you is not enough but ---  tr.ariKs
to everyone for all your help and support. 

You're a great bunch of people!!!

FIRST AID TO BURN VICTIMS

The care of a burn victim depends on the percentage of ourned body

surface involved. In no instance should grease (butter, lard, vaseline, 
mineral oil, or other ointments) be applied to a burn. For first and 

second degree burns:

1. Immerse the burned part in cold water for twc to five minutes.

2. Cover the burn with a sterile dressing or clean sheet.

3. Use cool, wet applications for relief of pain.
i

! 4. Transport the patient to a hospital.
i

If the victim has third degree burns, cover the burned area with a
sterile dressing or a clean sheet. Use cool wet applications for relief of
pain and be prepared to treat the victim for shock. Cover the victim with 

a blanket and elevate his feet. Get the victim to a hospital as soon as 

possible.
I
I

i
Joanie's Feline Orpnanage Doing Out of Business!

i

Due to overcrowded conditions at home I MUST sever 
n\y affectionate association with four of my c&atiiist 

friends: FREE TO GOOD HOMES Momma cat, r.ow
neutered: Punk in, intact female 8 month old kitten,.

She's grey and gold like a crazy quilt, out great 
personality. Also intact fema!e, very pretty 
Siamese looking, about 6 months old, affectionate 

and gentle Crystal. Photos are available in the 

hall outside Personnel. I dread the worst fate 
for them so if you would ask around, i'd appreciate 

it. Or better yet, take one yourself, they make 
wonderful pets.

- 6 -
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" v . .’ nd right now I'm 'specially thankful we’vo got an automatic 
■.G— cycle a ll-e lectric dish-washer."

INTRO TO ELECTRIC UTILITY CIRCUITS

Jim Hall is presently teaching a class on Intro to Electric Utility Circuits 

each Wednesday from 4-6 p.m. until inid-March. Anyone wishing to attend 
this class should contact Jim at X66.

-7-



1 pkg. dry yeast 
■ 1/4 cup lukewarm water

1 teaspoon none/
1 egg Iigh*• jy Pcater,
3/4 cup mar cam e
2 cups flour
1/4 teaspoon salt

Til ling

2 pkgs. (8 ounces each) cream cneese 
1/2 cup honey 
1/2 teaspoon vanilla 
1 teaspoon fresh lemon juice

i(
Mix yeast, water and honey. Let stand fcr iu minfctss. Adc: egg. Cut 

margarine into flour and salt and mix well. Add yeast mixture and blend 

completely. Divide into 2 bal ls and roil each .tree d ‘ 1C inch rectangles;
I,

Filling

Combine cream cheese, honey, vanilla ar.J lemon juice. Spread half of 
f filling on each rectangle anc void by taking each long side toward tiV.-

middle, making sure the sides overlap a little. Fold one ends up .bouc ' 
1/2". Bake immediately at 375° for 25 minutes. Serve warm, i'iaxe- 
10-15 servings.

(Nancy was a temporary employee in Consumer Accounts and mailed us this 
recipe.)

CAR OPERATING COST

Americans spent an average $2*790 last year to operate a car, equal tc 

34.5 cents a mile for an estimated 8,081 miles traveled; a Hertz Corp. 
study shows.



December 7, 1982

To: Robert^T? Husted, President
Mata/iii§J«ra5l«ctric Association, Inc.fC  j

r ,  y  

{/,FromT
anHvik, Chairman 

oard Compensation Committee

Subject: Committee Recommendations

The following are our recommendations regarding MEA's compensation

programs and practices.

%
1) Discontinue the practice of offering exempt employees paid time off in 

return for overtime hours worked (comp time). We recommend that 
compensatory time for exempt employees be eliminated and that the 
General Manager establish appropriate means of alternate compensation 

for unique circumstances.
i

2) In order to protect the tax exempt status of the Deferred Compensation 
program, it needs to be limited to department managers and the General 
Manager. This change should be made effective on January 1 , 1983, 
Those employees who are in the program as of that date will have 

"grandfather rights" in the plan. Also effective January 1 , 1983, MEA 
should not prepay an employee's yearly deferred compensation contri­
bution. It should now be paid on a quarterly basis. MEA should f- 

continue to pass on its reduced benefit costs to deferred compensation 

participants using NRECA formulas.

3) The present savings program is structured such that all employees ar\e 
enrolled in it. We recommend the installation of a participation 

requirement of a minimum of one (1) percent for the savings plan.
This change permits MEA to switch from paying the entire cost at the 

start of the year to paying throughout the year and should result in a
•' cost savings of approximately $1 1 ,550 (per TB&A report). This 

$1 1 ,550 should be applied to offset benefit cost increases resulting 

from our following recommendations.

4) MEA presently lias duplicate employee coverage in life insurance and 

accidental death and dismemberment programs. Employees presently 
have two times annual salary in life and accidental death program from 

NRECA. They also have $2,000 in life insurance and $4,000 in 
accidental death from Alaska Public Utilities Insurance Trust (APUIT). 
The APUIT programs are comparatively expensive when compared to 
their small benefit. APUIT also offers an accident and sickness 

program which pays $75.00 per week for thirteen weeks in the event 
of a non-work related injury or sickness. The monthly cost per 

emplcv ee is $5.30 for the above benefits.



r d y c  4.

It is our recommendation to drop the above APUIT programs and apply 

the funds to improvements in APUIT's dental coverages as follows:

A) Increase the annual maximum dental benefit from $1 ,500 to $2,000; 
cost $1.07/employee/month. $1.07

B) Increase dental coverage from 80% to 90%; 4.59
cost $4.54/employee/month. $5.61

This represents an increase of $.31 per month per employee ($5.61 -

5.30 = $.31).

It should be noted that the Board of Trustees of APUIT recently 
increased the vision benefit schedule by ten percent at a cost of $.50 

per month per employee.

It is our recommendation that we self-insure the accident and sickness 

program until an alternate program can be developed. MEA's leave 

policy presently provides coverage for a portion of this area and 
NRECA's long-term disability program provides coverage after thirteen 
weeks. It is our recommendation that we self-insure to the $75.00 
level that APUIT provided and utilize the same requirements. It is 
anticipated that a program can be developed which provides coverages 

for emergency leave situations for a reasonable cost.

5) MEA incurs an extensive financial unfunded liability when an employee

does not utilize their vacation accruals. It is our recommendation we 

require employees to take at least ten working days off per year and 
provide a maximum accrual of 60 days.

6) We recommend improving the NRECA Retirement Program in order to
increase the rewards for long service to the Association. The

improvements are:

{ft
1) Add a cost-of-living allowance which maintains an employee's

retirement income at a uniform level regardless of inflation.

2) Add a thirty year and out or retirement at 62 feature. This
means someone starting to work at MEA at age 20 could retire at

age 50 or anyone can retire at age 62.

This program can be made effective on January 1 , 1984, end 

increase costs by about $10,000 or about .5% of payroll. This 
increase can be offset by the next recommendation.

7) In an effort to save money, the presently distressed Social Security 

System is now using a strict definition of total disability. A person 
now has to be unable to do any type of work to be totally disabled.
In the past they have used a more liberal definition. MEA's present 
NRECA Long-Term Disability program pays 50% of an employee's salary. 
Social Security payments, if any, are added to that 50%. It appears 

that many of our employees would now be unable to rely on any income 
from Social Security if they were totally disabled for more than thirteen 

weeks.

I
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It is our recommendation that MEA select NRECA's LTD program which 

increases the percentage paid to employees from 50% to 66 2/3%. Social 

Security payments, if any, would be subtractr-’ from N R E C A  payments. 

The most an employee could make while disabl d would be 66 2/3% of 
prior salary to a maximum of $4,500 per month. By selecting the 
increased rate, many future employees should receive a greater benefit 
than is now provided.

In those cases when an employee receives money from Social Security, 

NRECA saves that amount. That potential savings is passed on to 

MEA in a reduction in LTD races of about 1.36%. That savings can be 

applied to the improvements in the retirement plan and other cost 
increases resulting from our recommendations. Therefore, it can be 
noted that the overall savings between items six and seven is 

.86% (.5% - 1.36% = .86%). We recommend this change be made 

as soon as NRECA programs permit.

8) We recommend MEA adopt the attached October-November 1982 salary 

survey and the resultant 1983 salary plan. We recommended that the 
overall organizational comp-ratio for MEA not exceed an average of 
.98. This does not mean employees will be restricted to this level, 

but that the General Manager is responsible for assuring that the 
average comp-ratio for the overall organization does not exceed .98.
Fiscal considerations and member realities require MEA to take a 
conservative approach to its compensation programs. The .98 comp-ratio 
wi I also help establish a level of competance required in the activities

of ihe Association employees. This area can be monitored by the 
Board, as a monthly report will be provided to the Board of Directors.

9) Wo recommend continuing to use the performance guide presently in 

use, copy attached for your information. This guide sets possible 
percentages given to employees who achieve various levels of performance. 

Increases in these figures cannot be supported by the CPI. Decreases
at this time would cause MEA wages to fall behind the prevailing 

market.

10) We recommend discontinuing immediately lump sum payments for COLA, 

performance increases, and salary increases. We further recommend 
no change in policy regarding leave eash-in and commendation awards 

providing such commendation awards arc only considered for extremely 
unique situations.

11) We also recommend that staff be directed to prepare the necessary 
policy revisions to implement the above changes as may be approved 

by the Board of Directors.

cc: Committee Members - Harvey Bowers
Tamie Miller



1982 S a l a r y  Survey 

O c t o b e r / N o v e m b e r  1982 

C o m p l e t e d  by 

M E A  P e r s o n n e l  Of f i c e

1. P o s i t i o n  d e s c r i p t i o n s  w e r e  s u m m a r i z e d  a n d  a p p r o v e d  b y  
e m p l o y e e s  a n d  s u p e r v i s o r s .

2. T h i r t e e n  c o m p a r a b l e  f irms w e r e  c o n t a c t e d  to g a i n  a s s i s t a n c e  
and p o s i t i o n  q u e s t i o n a i r e s  m a i l e d  out.

3. F o l l o w - u p  i n c l u d e d  i n d i v i d u a l  m e e t i n g s  and p h o n e  calls.

4. P o s i t i o n  m a t c h e s  w e r e  m u t u a l l y  d e t e r m i n e d  w i t h  the c o m p a -
r able firms. A c t u a l  s a l a r i e s were t h e n  o b t a i n e d  a n d
a v e r a g e d . t o  e s t a b l i s h  the n e w  m i d - p o i n t  for e a c h  g r a d e
level.

i

O r g a n i z a t i o n s  S u r v e y e d

1. C o p p e r  V a l l e y  E l e c t r i c 8. M u n i c i p a l i t y  of F a i r b a n k s
(ML&P)

2. G o l d e n  V a l l e y  E l e c t r i c
9. M a t - S u  B o r o u g h

3. K o d i a k  E l e c t r i c
10. M a t - S u  S c h o o l  D i s t r i c t

4. H o m e r  E l e c t r i c *

11. S t a t e  o f  A l a s k a
5. M a t a n u s k a  T e l e h o n e

12.. A l a s c o m

6. C h u g a c h  E l e c t r i c
(no d a t a  returned) 13. R e t h e r f o r d  & A s s o c i a t e s

7. M u n i c i p a l i t y  o f  A n c h o r a g e (now I n t e r n a t i o n a l

(ML&P) E n g i n e e r i n g )

In the f o l l o w i n g  r e p o r t  e a c h  o r g a n i z a t i o n  is r e f e r r e d  t o  by  
an a l p h a b e t i c a l  l e t t e r  to p r o t e c t  the s a l a r y  c o n f i d e n t i a l i t y  
of the s u r v e y  p a r t i c i p a n t s .



1982 S a l a r y  Su r v e y

E s t a b l i s h i n g  G r a d e  I

A c t u a l  S a l a r i e s  R e p o r t e d  
B e n c h m a r k  P o s i t i o n s  M a t c h i n g  O u r  P o s i t i o n

G e n e r a l  A c c o u n t i n g  C l e r k $20,700 Employer- A

22,464 E m p l o y e r C

23,192 E m p l o y e r I

G e n e r a l  O f f i c e  C l e r k  II $25,750 E m p l o y e r D

22,464 E m p l o y e r I

18,832 •Employer L

A v e r a g e  of a b o v e  $ 2 2 , 2 3 3

P r e s e n t  m i d - p o i n t  $22,300

R e c o m m e n d  i n c r e a s i n g  G r a d e  I as follows:

1. $ 2 2 , 3 0 0  n e w  m i d - p o i n t
22 , 3 0 0  o l d  m i d - p o i n t

$ 000 g r a d e  i n c r e a s e

2. P l u s  4% of the 1982 r a t e s  to a l l o w  for 1983 w a g e  
inc r e a s e s .

1983 R e c o m m e n d e d  G r a d e  I ;

Minimum: $19,700 Mid-point; $23,100 Maximum: $26,700



1982 Salary Survey

Establishing Grade II

B e n c h m a r k  P o s i t i o n s
Actual Salaries Reporte d
Matchin g Our P o s i t i o n

B i l l i n g  C l e r k  

C a s h i e r

$ 2 8 , 0 5 9  E m p l o y e r  D

$ 2 0 , 7 0 0  E m p l o y e r  A  
28, 0 5 9  E m p l o y e r  D

E n g i n e e r i n g  C l e r k $ 2 4 , 9 0 0  E m p l o y e r  A  
2 4 , 2 5 2  E m p l o y e r  B 
2 2 , 2 8 3  E m p l o y e r  L

G e n e r a l  O f f i c e  
C l e r k  III

$ 2 2 , 4 6 4  E m p l o y e r  I

P u r c h a s i n g  A s s i s t a n t $ 2 6 , 2 0 8  E m p l o y e r  I

R e c e p t i o n i s t / P B X
O p e r a t o r

$ 1 7 , 1 8 4  E m p l o y e r  A  
2 7 , 6 5 3  E m p l o y e r  D

W o r d  P r o c e s s i n g  
O p e r a t o r

$ 2 3 , 4 2 5

A v e r a g e  of a b o v e  $ 2 4 ,107

P r e s e n t  m i d - p o i n t  $ 2 3 , 6 0 0

R e c o m m e n d  i n c r e a s i n g  G r a d e  II as follows:

1. $ 2 4 , 1 0 0
2 3,600

500

n e w  m i d - p o i n t  
o l d  m i d - p o i n t

g r a d e  i n c r e a s e

2. P l u s  4% o f  the 1982 rates to a l l o w  for 1 9 8 3  w a g e  
i n c r e a s e s .

1983 R e c o m m e n d e d  G r a d e  I I :

M i n i m u m :  $ 2 1 , 3 2 0  M i d - p o i n t :  $ 2 5 ,000 M a x i m u m :  $ 2 8 , bu;
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E s t a b l i s h i n g  G r a d e  III

B e n c h m a r k  P o s i t i o n s
A c t u a l  S a l a r i e s  R e p o r t e d  
M a t c h i n g  O u r  P o s i t i o n

A c c o u n t s  P a y a b l e  C l e r k $2 4 , 9 0 0  E m p l o y e r  A  
27 , 6 4 3  E m p l o y e r  D 
27,144 E m p l o y e r  I
23 , 1 0 0  E m p l o y e r  L

P a y r o l l  C l e r k $ 3 3 , 1 0 0  E m p l o y e r  A  
2 6 , 2 0 8  E m p l o y e r  I
2 3 , 1 0 0  E m p l o y e r  L

A v e r a g e  of  a b o v e  $ 2 6 ,456 

P r e s e n t  m i d - p o i n t  $ 2 5 ,800

R e c o m m e n d  i n c r e a s i n g  G r a d e  III as follows:

1. $ 2 6 , 4 0 0  n e w  m i d - p o i n t
2 5 , 8 0 0  o l d  m i d - p o i n t

$ 600 g r a d e  i n c r e a s e

2. P l u s  4% o f  the 1982 r a t e s  to a l l o w  f o r  1 9 8 3  w a g e
increases.

1983 R e c o m m e n d e d  G r a d e  I I I :

Minimum: $23,500 Mid-point: $27,400 Maximum: $31,500



1982 S a l a r y  S u r v e y

E s t a b l i s h i n g  G r a d e  IV

A c t u a l  S a l a r i e s  R e p o r t e d  
B e n c h m a r k  P o s i t i o n s  M a t c h i n g  O u r  P o s i t i o n

E n g i n e e r i n g  T e c h  II $ 3 0 ,784 E m p l o y e r  I
3 2 , 4 6 0  E m p l o y e r  M

D r a f t s m a n  $ 3 4 ,529 E m p l o y e r  B
3 2 , 0 7 3  E m p l o y e r  D
30,000 E m p l o y e r  I 
2 8 , 0 8 0  E m p l o y e r  M

A v e r a g e  o f  a b o v e  $ 3 1 , 3 2 0

P r e s e n t  m i d - p o i n t  $ 2 9 , 6 0 0

R e c o m m e n d  i n c r e a s i n g  G r a d e  IV as follows:

1. $ 3 1 , 3 0 0  n e w  m i d - p o i n t
2 9 v600 o l d  m i d - p o i n t

$ 1 , 7 0 0  g r a d e  i n c r e a s e

2. P l u s  4% o f  t h e  1 9 8 2  r a t e s  to a l l o w  for 19 8 3  w a g e  
in c r e a s e s .  ~

1983 R e c o m m e n d e d  G r a d e  I V :

Minimum: $27,600 Mid-point: $32,500 Maximum: $36,800



1982 Salary Survey

E s t a b l i s h i n g  G r a d e  A

B e n c h m a r k  P o s i t i o n s
A c t u a l  S a l a r i e s  R e p o r t e d  
M a t c h i n g  O u r  P o s i t i o n

C o n s u m e r  S e r v i c e  S u p e r v i s o r $ 2 8 ,828 E m p l o y e r  B 
28,205 E m p l o y e r  C

C r e d i t  O f f i e r $ 2 5 , 8 7 5  E m p l o y e r  B
33,500 E m p l o y e r  I

P e r s o n n e l  A s s i s t a n t $3 3 ,900 E m p l o y e r  B
22,000 E m p l o y e r  I

A v e r a g e  o f  a b o v e  $ 2 8 ,718

P r e s e n t  m i d - p o i n t  $ 3 3 , 9 0 0

R e c o m m e n d  i n c r e a s i n g  G r a d e  A  as follows:

N o  c h a n g e  i.ndicated.

1 9 8 3  R e c o m m e n d e d  G r a d e  A :

M i n i m u m :  $ 2 7 , 1 0 0  M i d - p o i n t :  $33,900 Maximum: $ 4 0 , 7 0 0 t



F i e l d  E n g i n e e r  $ 3 8 , 5 8 4  E m p l o y e r  I

G e n e r a l  A c c o u n t i n g  $ 4 1 , 0 0 0  E m p l o y e r  A  _ <
S u p e r v i s o r  3 1 , 5 1 2  E m p l o y e r  B

4 7 , 8 2 2  E m p l o y e r  D
3 6 , 5 0 0  E m p l o y e r  I

1982 Salary Survey

Establishing Grade B

A ctual Salaries Reported
B e n c hmark Positions Matchi ng Our Positions

A v e r a g e  of a b o v e  $39,083

P r e s e n t  m i d - p o i n t  $38,500

R e c o m m e n d  i n c r e a s i n g  G r ade B as follows:

1. $ 3 9 , 0 0 0  n e w  m i d - p o i n t
38 , 5 0 0  o l d  m i d - p o i n t

$ 500 g r a d e  i n c r e a s e

2. P l u s  4% of the 1982 r a t e s  to a l l o w  f o r  1983 w a g e  
inc r e a s e s .

1983 R e c o m m e n d e d  G r a d e  B :

Minimum: $32,500 Mid-point: $40,500 Maximum: $48,500



1982 Salary Survey

E s t a b l i s h i n g  G r a d e  C

A c t u a l  S a l a r i e s  R e p o r t e d  
B e n c h m a r k  P o s i t i o n s  - M a t c h i n g  O u r  P o s i t i o n

Chief, A c c o u n t i n g  S e r v i c e s $39,300 E m p l o y e r B

Chief, C o m p u t e r  Se r v i c e s $50,000 E m p l o y e r I

C o n s t r u c t i o n  E n g i n e e r $50,833 E m p l o y e r I

P e r s o n n e l  O f f i c e r $42,800 E m p l o y e r I

P u r c h a s i n g  A g e n t $46,100 E m p l o y e r A
44,886 E m p l o y e r E
43,200 E m p l o y e r L

R i g h t  o f  W a y  A g e n t  III $38,600 E m p l o y e r  A

38,000 E m p l o y e r I

42,000 E m p l o y e r L

W a r e h o u s e  S u p e r i n t e n d e n t $49,727 E m p l o y e r D

49,900 E m p l o y e r L

A v e r a g e  of a b o v e  $ 4 4 , 6 9 5

P r e s e n t  m i d - p o i n t  $ 4 4 , 2 0 0

I*
R e c o m m e n d  i n c r e a s i n g  G r a d e  C as follows:

1. $44,700 n e w  m i d - p o i n t
44,200 o l d  m i d - p o i n t

$ 500 g r a d e  i n c r e a s e

2. Plus 43 o f  the 1982 r a tes to a l l o w  Eor 1983 w a g e  
increases.

1983 R e c o m m e n d e d  G r a d e  C :

Minimum: $ 3 7 , 3 0 0  M i d - p o i n t :  $46,400 Maximum: $ 5 5 , 6 0 0



1982 Salary Survey

Establishing Grade D

Actual Salaries Reported
B e n c h m a r k  Positions Matching Our Position

D i s t r i b u t i o n  E n g i n e e r  $ 5 4 , 2 7 0  E m p l o y e r  B
46 , 8 4 6  E m p l o y e r  D
55,000 E m p l o y e r  I 
55 , 6 0 0  E m p l o y e r  L

G e n e r a l  F o r e m a n $ 6 7 , 1 7 0 E m p l o y e r B
5 3,726 E m p l o y e r D
5 3 , 8 0 3 E m p l o y e r E

54,000 E m p l o y e r I

53,400 E m p l o y e r L

A v e r a g e  of a b o v e  $54,868

P r e s e n t  m i d - p o i n t  $52,300

R e c o m m e n d  i n c r e a s i n g  G r a d e  D as follows:

1. $ 5 4 , 8 0 0  n e w  m i d - p o i n t
52 , 3 0 0  o l d  m i d - p o i n t

$ 2,500 g r a d e  i n c r e a s e

2. Pl u s  4% o f  the 19S2 r a t e s  to a l l o w  for 1983 w a g e
increase.

1983 R e c o m m e n d e d  G r a d e  D :

M i n i m u m :  $ 4 6 , 0 0 0  M i d - p o i n t :  $ 5 6 , 9 0 0  Ma x i m u m :  $ 6 7 , 9 0 0



1982 Salary Survey

E s t a b l i s h i n g  G r a d e  E

B e n c h m a r k  P o s i t i o n s
A c t u a l  S a l a r i e s  R e p o r t e d  
M a t c h i n g  O u r  P o s i t i o n

M a n a g e r  o f  A d m i n i s t r a t i o n $ 6 2 , 5 0 0  E m p l o y e r  A  
5 9 , 4 5 0  E m p l o y e r  B
62 , 5 0 0  E m p l o y e r  I

M a n a g e r  o f  E l e c t r i c  
O p e r a t i o n s

$ 7 0 , 3 8 0  E m p l o y e r  B 
5 9 , 8 9 8  E m p l o y e r  E

M a n a g e r  o f  E n g i n e e r i n g $ 5 8 , 0 0 0  E m p l o y e r  A  
6 7 , 1 4 0  E m p l o y e r  B
6 1 , 0 0 0  E m p l o y e r  I 
65 , 7 0 0  E m p l o y e r  L

A v e r a g e  o f  a b o v e  $ 6 2 , 9 5 3

P r e s e n t  m i d - p o i n t  $ 6 1 ,500

R e c o m m e n d  i n c r e a s i n g  G r a d e  E as follows:

1. $ 6 2 , 9 0 0
61 , 5 0 0

$ 1 , 400

n e w  mid-point, 
o l d  *rid-point

g r a d e  i n c r e a s e

2. P l u s  4% o f  t h e  1982 r ates to a l l o w  for 19 8 3  w a g e  
i n c r e a s e s .

1983 R e c o m m e n d e d  G r a d e  E :

M i n i m u m :  $ 5 2 , 6 0 0  M i d - p o i n t ;  $ 6 5 , 4 0 0  M a x i m u m :  $ 7 8 , 2 0 0



MATANUSKA ELECTRIC ASSOCIATION, INC. 
SALARY PLAN 

Exempt Pos i t ion s

E f f e c t i v e :  1 /1 /83
MEA EVALUATION

GRADE POINTS
SALARY RANGE ( $ 0 0 0 ' s )  

MINIMUM MID-POINT MAXIMUM
MANAGEMENT

General Manager 
Manager o f  Admin ist ra t ion 
Manager o f  E l e c t r i c  Operations 
Manager o f  Engineering Serv ices

N/A
E

N/A
900+

Determined by Contract  
$52 ,600 $65 ,400  $78 ,200

ADMINISTRATIVE -  PROFESSIONAL -  SUPERVISORY -  TECHNICAL
D is t r i b u t i o n  Engineer D 700-899 46 ,000  56 ,9 00  0
Manager, D i s t r i c t  O f f i c e  
Manager ̂ 'Member. P ub l i c -R e l a t i o n s  
General Foreman
Real Estate & P rope r t i e s  O f f i c e r  
Substat ion/Transmiss ion Engineer ;
Chie f  o f  Accounting Serv ices C 550-699 37 ,300  46 ,400  55v600
Chie f  o f  Computer Se rv ices 
Const ruct ion Engineer 
D i s t r i c t  Engineer
Engineering O f f i c e  Coo rd ina to r  k
Exeriu t w c  Sce re ta  r y
Personnel O f f i c e r
Purchasing Agent
Right o f  Way Agent I I I
Right-of -Way C lear ing & Maintenance O f f i c e r
S t a f f  Engineer
Warehouse Super intendent
Consumer Accounts Superv iso r  B 450-549 32 ,500  40 ,5 60  48 ,500
F ie ld  Engineer
General Accounting Superv iso r
Consumer Serv ice Supe rv iso r  A 300-449 27 ,100  33 ,9 00  40 ,700
C red i t  O f f i c e r  
Personnel Ass is tan t  
Right o f  Way Agent I I

APPROVED BY MEA BOARD OF DIRECTORS,
Robert L. Hus ted ,  P res iden t

DATE OF APPROVAL: December 7, 1982

DATE EFFECTIVE: January 1, 1983



MATANUSKA ELECTRIC ASSOCIATION, INC. 
SALARY PLAN 

Non-Exempt Pos i t ions

E f f e c t i . e :  1 /1 /83_________________________________________ _________________ _______________ ___
F O  EVALUATION SALARY RANGE ( $ 0 0 0 ' s )  '

____________________________________________GRADE POINTS MINIMUM MID-POINT MAXIMUM
Engineering Tech I I  IV 710+ $27 ,600 $32 ,500  $36 ,800
Draftsman
Accounts Payable C le rk  I I I  560-709 23 ,5 0 0  - ‘, , 7 0 0  31 ,500
Computer S p e c i a l i s t
D i s t r i b u t i o n  Engineering C le rk
P a y r o l l  C le rk
P lan t  Accountant
Sen io r  B i l l i n g  C le rk
S t a f f  Accountant
Work Order C lerk
B i l l i n g  C le rk  
Cashier
Computer Se rv ice C le rk  
Consumer Accounts C lerk 
Consumer Serv ices  C le rk  
D i s t r i c t  Serv ices C lerk 
Engineering C le rk 
Engineering Technician I 
General O f f i c e  C le rk  IV 
General O f f i c e  C le rk  I I I  
Member Re la t ion s  Ass is tan t  
Operations Clerk 
Purchasing Ass is tan t  
Recept ionist /PBX Operator 
Word Processing Operator
Data Entry C le rk 
General Accounting C le rk I I  
General Off- ’ ce C le rk  I I  
General O f f i c e  C le rk  I 
Se rv ice Records C le rk
Tra inee (Minimum Wage)

I I 460-559 21 ,320 25 ,000  28 ,800

410-459 19 ,700 23 ,1 00  26 ,700

$3 .85 h r .  +

Robert L. Husted, P res iden t
APPROVED BY MEA BOARD OF DIRECTORS, _  

DATE OF APPROVAL: December 7 ,  1982

DATE EFFECTIVE: January 1, 1983



SALARIES OF 
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July 1983



GOVERNOR/LT. GOVERNOR'S OFFICE 

CLASS.
CODE TITLE RANGE STEP SALARY

G O V E R N O R ............................. 30 r»
r $81,648

LT. G O V E R N O R ....................... 28 F 76,188

1016 Legislative A s s i s t a n t ............ 26 A 59,532

1017 Special Assistant I .............. 19 A 38,316

1018 " I I ............. 22 A 46,800

1019 I l l ............ 24 A 53,568

1158 Executive Resident M a n a g e r ..... 16 A 31,032

1008 Election S uper v i s o r  I ............ 21 A 43,788

1009 I I .......... 24 A 53,568

1010 " Deputy D i r e c t o r ........ 24 A 53,568

LEGISLATURE

L E G I S L A T O R S . ........................ 22 A 46,800
O m b u d s m a n ........................... 28 E 73,620

COURT SYSTEM

Supreme Court J u s t i c e s .......... 30 F 81,648
Superior Court J u d g e s ............ 28 E 73,620
District Court J u d g e s ............ 26 C 63,636

COMMIS SIONERS

COMMISSIONERS (Cabinet Level).. 28 E 73,620
Deputy C o m m i s s i o n e r s .......... . 28 A 63,636

1980 Assistant C o m m i s s i o n e r s ......... 27 A 61,548

1917 Special Asst, to Commissioner I 21 A 43,788
1918 ii M ii ii jj 23 A 50,040

Public Utility Commissioners... 26 n'.j 63,636
T r a n s port ation C o m m i s s i o n e r s . .. 26 C 63,636

DIRECTORS

Division D i r e c t o r s ............... 26 A 59,532
2202 Office D i r e c t o r .................... 26 A 59,532
2203 Asst. Office D i r e c t o r ............ 24 A 53,568
2170 Dep. Director-Ho using Assistance 22 A 46,800

4  £ s e t ' 7o \l s  f ix  f t / l ie *

s  Cou s S a i t  tire* ( o f  $00, cn)



EXECUTIVE DIRECTORS #"

1012 Public Offices C o m m i s s i o n ........ 22 A 46,800
1013 " " " Asst. 18 A 35,760
1943 Public Broadcast C o m m i s s i o n ..... 26 A 59,532
1998 Older Alaskans C o m m i s s i o n ........ 24 A 53,568
1999 Council on Domestic Violence.... 24 A 53,568
2327 Real Estate C o m m i s s i o n ............ 18 A 35,760
2348 Public Utilities C o m m i s s i o n ..... 26 A 59,532
3509 Historic al C o m m i s s i o n ............. 26 A 59,532
3510 Arts C o u n c i l ......................... 23 A 50,040

M I S C E L L A N E O U S

1151 Sec retary I .......................... 10 A 21,084
1152 I I ......................... 11 A 22,452
1155 Executive Secretary I ............. 12 A 23,796
1154 " I I ............ 14 A 27,024
1156 " I I I .......... 16 A 31,032
1157 " " I V ............ 18 A 35,760

1981 Pioneer Home M a n a g e r .............. 20 A 40,972

4204 Human Rights Field Rep. I ........ 13 A 25,332
4206 11 If If II J J 16 A 31,032
4207 If II II II JJJ 18 A 35,760
4208 ii ii ii ii jy 20 A 40,932
4209 ii ii ii ii y 21 A 43,788
4205 " " T e c h n i c i a n .......... 12 A 23,796

6199 Chief - S u b s i s t e n c e ................ 24 A 53,568

7110 Associate A t t orne y I .............. 17 A 33,252
7111 I I ............. 19 A 38,316

7795 Training Coordinator (Police 
Standards C o u n c i l .................. 19 A 38,316

8665 Deputy Pipeline C o o r d i n a t o r ..... 25 A 57,384

•X- ByXC. .̂ DlAiui'o/vA pv-
0 J L ^ o 6 ticv. t-l o U ^ U A f i  l ' ^

• "  GL u X C c d a X ^

" ( 2 o O U A C t A  C-OA.f>*

T W a f^JlaAJU^ OlaJL ftjdt (oc^-tWA ( W c U t b , A * W  loot

IbocJleJL u l t o  s t o J i  o^dW-v^.



COMPOSITION OF TOTAL PAYROLL
19 8 4  BUDGET

MATA N U S K A  ELECTRIC ASSOCIATION, INC.
Palmer, Alaska

UNION PAYROLL: 
( 5 5  P o s i t i o n s )

D i r e c t  Wages
Annua l  L e a v e  A c c r u a l

Sub -  T o t a l
O t h e r  F r i n g e  B e n e f i t s

E m p l o y e r ' s  P a y r o l l  Tax  Expen se  
( F ICA ,  ESC, FUTA)

Workmen's  C om p en s a t i o n  I n s u r a n c e
1UEW B e n e f i t s  ( H e a l t h  & W e l f a r e ,  

T r a i n i n g ,  P e n s i o n )
T o t a l

NON-UNION PAYROLL: 
( 1 3 1  P o s i t i o n s )

D i r e c t  Wages
Annua l  L e ave  A c c r u a l

S u b - T o t a l  
O th e r  F r i n g e  B e n e f i t s -

E m p l o y e r s  P a y r o l l  Tax  E xpen se  
(F ICA ,  ESC,  FUTA)

Workmen 's  C om p en s a t i o n  I n s u r a n c e
H e a l t h  I n s u r a n c e  & NRECA B e n e f i t s

( P e n s i o n ,  L i f e  I n s u r a n c e ,  LTD, S a v i n g s )  
T o t a l

$ 2 , 5 8 8 , 9 2 2
2 0 1 . 1 5 9  

2 , 7 9 0 , 0 8 1

1 6 4 , 3 9 7
4 7 , 8 9 5

4 5 2 , 2 9 5  
$ 3 . 4  54 . 6 5 8

$ 4 , 0 9 5 , 0 4 7
3 1 0 . 1 8 5  

4 , 4 1 3 , 2 3 2

2 6 0 , 0 3 6
7 5 , 7 5 8

Q ?1 J P f j  

$ 5 , 6 7 0 , 4 1 2 *
Grand T o t a l $ 9 , 1  2 5 , 0 7 0  *

* Revised 12/83
-35-



MATANUSKA ELECTRIC ASSOCIATION, INC.
Palmer ,  Alaska

COMPOSITION OF TOTAL PAYROLL 
1983 BUDGET

Ul-ilOi; PAYROLL:
D i rec t  Wages 
Annual Leave Accrual 

Subtota l 
Other Fringe Bene f i t s  -

Employer'.". Pavrol 1 Tax Expense 
(FICA, ESC,‘ FUTA)

Workmen's Compensation Insurance
I3EW Bene f i t s  (Hea l th  S W e l f a r e ,  

T ra in ing ,  Pension)
Tota l

NON-UNION PAYROLL:
D i rec t  Wages 
Annual Leave Accrual 

Subtota l 
Other Fringe B ene f i t s  -

Employer's P a y r o l l  Tax Expense 
(FICA, ESC, FUTA)

Workmen's Compensation Insurance
Health Insurance & NRECA B en e f i t s  
(Pens ion ,  L i f e  Insu rance ,  LTD, 
Savings)

Total

/ 9 S' 3 -  ^  rff/ 7  /
'/ / < I v.1 'J , W  c!  fiy p  cz a H

$ 7 , 0 5 8 , 1 3 4
  1 81 ,9 40

2 , 2 4 0 , 0 7 4

127 ,399
62 ,15b

369 ,023
S 2 ,7 9 8 , 6 5 1

2 , 7 2 1 , 7 6 7  
240 ,604  

$ 2 , 9 6 2 ,3 7 1

166 ,477
G2.197

66 7 ,375
$ 3 , 8 8 0 , 4 2 0

/ ? soe

- a -i

'  L • /
u

i r
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N o v e m b e r  24, 1 9 8 2
\ -  -  t

To: J a m e s  F. P a l i n
G e n e r a l  M a n a g e r

F r om:
D. C. S c h n e i d e r  
P e r s o n n e l  O f f i c e r

S u b j e c t :  M o n t h l y  R e p o r t  - P e r s o n n e l  O f f i c e

N o v e m b e r ' s  a c t i v i t y  c e n t e r e d  a r o u n d  o u r  a n n u a l  s a l a r y  s u r v e y  
a n d  t r y i n g  to e n c o u r a g e  t a r g e t e d  s u r v e y  p a r t i c i p a n t s  t o  
p r o m p t l y  f u r n i s h  r e q u e s t e d  data. F o r  a w i d e  s p e c t r u m  of 
e x c u s e s  a b o u t  h a l f  o f  the p a r t i c i p a n t s  h a v e  n o t  p r o m p t l y  
f u r n i s h e d  r e q u e s t e d  m a t e r i a l .  T h e  s u r v e y  w i l l  be  f i n a l i z e d  
a t  t h e  e n d  o f  N o v e m b e r .

%

O t h e r  a c t i v i t i e s  in N o v e m b e r  i n c l u d e d :

1. A n  N R E C A  e m p l o y e e  b e n e f i t  w o r k s h o p ,  w h i c h  c o v e r e d  r e c e n t  
c h a n g e s  a n d  p r a c t i c e s  in N R E C A  p r o g r a m s ;

2. P l a n n i n g  a c t i v i t i e s  for the h o l i d a y  s e a s o n ,  s u c h  as t h e  
C h r i s t m a s  p a r t y  a n d  a c o m m u n i t y  s e r v i c e  a c t i v i t y ;

3. P r e l i m i n a r y  p r e p a r a t i o n  o f  a t r a i n i n g  p r o g r a m  for the 

c o n t r a c t  d i s p a t c h e r s .

In a d d i t i o n ,  w o r k  w a s  d o n e  o n  b e n e f i t  p r o g r a m s ,  p o l i c i e s  and 
j ob d e s c r i p t i o n s .

T o t a l  E m p l o y e e s  as of T o t a l  E m p l o y e e s  a n t i c i p a t e d  on
O c t o b e r 31: N o v e m b e r  30:

N o n - u n i o n 68 N o n - u n i o n 68
U n i o n 30 U n i o n 30

98
98

O n  L e a v e 1 On L e a v e 1

99 99
T e m p o r a r y T e m p o r a r y
N o n - u n i o n 7 N o n - u n i o n 7
U n i o n 9 U n i o n 4

115 1.10



M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N ,  INC. 

P a l m e r ,  A l a s k a  

G E N E R A L  M A N A G E R  

1984. B U D G E T

D E S C R I P T I O N  * A M O U N T

N R E C A / C F C  A n n u a l  M e e t i n g
S a n  F r a n c i s c o ,  Ca. $ 300

N R E C A / C F C  R e g i o n  I X  ( D i s t r i c t  9)
A n n u a l  M e e t i n g s -  S a n  D i e g o ,  Ca. 300

A R E C A  A n n u a l  M e e t i n g - A n c h o r a g e  300

A R E C A  I n t e r i m  M e e t i n g - J u n e a u  1,000

KfciA v/islts, W a s m n g t o n ,  D.C. ( 4 T r i p s )  800

L e g i s l a t i v e  S e s s i o n - J u n e a u  (2) 1 ,20 0

I n - S t a t e  M e e t i n g s  ( O t h e r  t h a n  a bove) 2 ,000

M i s c e l l a n e o u s  I t e m i z e d  B u s i n e s s  E x p e n s e s  2 , 000

C o n t i n g e n c y  3 ,000

T O T A L  $ 1 0 , 9 0 0

-26-



M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N ,  INC.

P a l m e r ,  A l a s k a

E M P L O Y E E  E D U C A T I O N A L / T R A V E L  B U D G E T  - 1984
C O M B I N E D

D E S C R I P T I O N 1984

G e n e r a l  M a n a g e r ' s  O f f i c e  

E l e c t r i c  O p e r a t i o n s  

E n g i n e e r i n g  S e r v i c e s  

A d m i n i s t r a t i v e  S e r v i c e s

T O T A L

$ 1 6 , 4 0 0

9,500 

8,000 

1 2 , 1 0 0

$ 4 6 , 0 0 0



EXPENSE BUDGET - 1983 
' GENERAL MANAGER

DESCRIPTION AMOUNT

MATANUSKA EI.F.CTRIC ASSOCIATION, INC.
Palmer, Alaska

NRECA/CFC Annual Meetings -  Las Vegas, Nevada $ 1 ,400
NRECA/CFC Region IX ( D i s t r i c t  9 )  Annual 

Meetings -  S a l t  Lake C i t y ,  Utah 1 ,100
ARECA Annual Meeting -  Cordova 400
ARECA In te r im  Meeting -  Juneau GOO
REA V i s t s ,  Washington, D.C. ( 2  T r ip s ) 4 ,000
L e g i s l a t i v e  Session -  Juneau ( 1 ) 500
In -S ta te  Meetings (Other Than Above) 2 ,000
M isce l laneous Itemized Business Expenses 3 ,000
Contingency 3 ,000
TOTAL ESTIMATED EXPENDITURES $ 16 ,000

Note -  Above Estimated Expenditures Exclude Labor

APPROVED:

Robert  L. ( lusted, P res iden t  
Matanuska E l e c t r i c  A ssoc ia t ion ,  Inc .

Da te :
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M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N ,  INC. 

Palmer,  A l a s k a

B O A R D  O F  D I R E C T O R S  

1984 B U D G E T

D E S C R I P T I O N

N R E C A / C F C  A n n u a l  M e e t i n g
Sa n  F r a n c i s c o ,  Ca. ( 5 D i r e c t o r s )

N R E C A / C F C  R e g i o n  IX A n n u a l  M e e t i n g  
Sa n  Diego,  Ca. ( 4 D i r e c t o r s )

A R E C A  A n n u a l  M e e t i n g - A n c h o r a g e - ( 5 D i r e c t o r s )

A R E C A  I n t e r i m  M e e t i n g - J u n e a u - (  4 D i r e c t o r s )

N W P P A  A n n u a l  M e e t i n g  - ( 2 D i r e c t o r s )

N R E C A / N W P P A  S e m i n a r / C o n f e r e n c e - <  3 D i r e c t o r s )

R e g u l a r  M o n t h l y  B o a r d  of D i r e c t o r s  M e e t i n g s ,
I n c l u d i n g  M i l e a g e ;  12 m e e t i n g s  - ( 7 D i r e c t o r s )

Sp ecial B o a r d  of D i r e c t o r s  M e e t i n g s ,  I n c l u d i n g  
M i l e a g e ;  8 M e e t i n g s  - ( 7 D i r e c t o r s )

I n - S t a t e  M e e t i n g s  ( O t h e r  than above)

M i s c e l l a n e o u s  E x p e n s e s

C o n t i n g e n c y

A M O U N T

1 1,25 0

7.000 

2 , 2 0 0
3.800

2.800 

4 , 9 5 0

2 ,200

1,500

8 .0 00  

1 , 0 0 0  

2 , 0 0 0

T O T A L 4 6 , 7 0 0

-25-
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fXPENSE BUDGET -  1983
A board of d irectors

M A T A N U b K A  E L E L  I K i t  A b b U L i A 1 1 U N ,  1NL,

Palmer, Alaska

DESCRIPTION AMOUNT

f J I  M W( $ 6 ,500 p  r  7  ^

8 ,500 '
C /S 0 .00 3 ,800 .ct

fale-OX ) 3 ,200

NRECA/CFC Annual Meetings -  Las Vegas, Nevada 
(3  D i r e c t o r s )

S a l t  Lake C i t y ,  Utah ( 3  D i r e c t o r s )
ARECA Annual Meeting -  Cordova (4  D i r e c t o r s )
ARECA Interm Meeting -  Juneau ( 3  D i r e c t o r s )
NWPPA Annual Meeting -  K a l i s p e l l ,  Montana (2  D i r e c t o r s )  2 ,500

y

NRECA/NV/PPA Sem j r /Con fe rence  (2  D i r e c t o r s )  4,000
Regular  Monthly Board o f  D i r e c to r s  Meetings,

Inc lud ing M i leage ;  12 Meetings ( 7  D i r e c t o r s )  2 , 2 0 0
Specia l Board o f  D i r e c t o r s  Meetings, Inc luding 

Mi leage ;  8 Meetings ( 7  D i r e c t o r s )  1 ,500
In -S ta te  Meetings ( o t h e r  than above) 4 ,000
Misce l laneous Expenses 2 ,0 00
Contingency 2 ,00 0

TOTAL ESTIMATED EXPENDITURES $40 ,200

APPROVED:

Robert L. Husted, P re s iden t  
Matanuska E l e c t r i c  A ss o c i a t i o n ,  in c .

Date:
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MATANUSKA ELECTRIC ASSOCIATION, INC.

Palmer, Alaska

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

1984 B U D G E T

D E S C R I P T I O N

W h o l e s a l e  & R e t a i l  R a t e  C o n s u l t a n t s
C O S  - W / H E A  $ 1 5,000
A d d i t i o n a l  15,000
C o n t i n g e n c y  1 0,000

C e r t i f i e d  P u b l i c  A c c o u n t a n t s
A u d i t  2 0,000
G e n e r a l  7,000

E n g i n e e r i n g  C o n s u l t a n t s
P o w e r  S u p p l y  S t u d y  W / H E A  2 0,000
S u b d i v i s i o n / E x t e n s i o n  D e s i g n  5 0 0 , 0 0 0
S y s t e m  I m p r o v e m e n t s  4 0 , 0 0 0
S C A D A  1 7 0 , 0 0 0

G e n e r a l  C o u n s e l
W h o l e s a l e  P o w e r  M a t t e r s  2 0 ,000
A P U C  M a t t e r s  8,000
L abor M a t t e r s  1 5,000
G e n e r a l  4 0 . C00

T O T A L

A M O U N T

$ 4 0 , 0 0 0

2 7,000

7 3 0 , 0 0 0

8 3 , 0 0 0

$ 0 8 0 , 0 0 0

-27-



V EXPENSE BUDGET -  1983 
' CONSULTANT SERVICES

DESCRIPTION
Rate and Adm in is t ra t ive  Consu l tants

MATANUSKA ELECTRIC ASSOCIATION, INC.
Palmer, Alaska

Rate -  $30 ,0 00
Adm in is t ra t ive  -  15 ,000

Legal Consu l tants  
Labor Matters 15 ,000
General 60 ,0 00

C e r t i f i e d  Pub l ic  Accountants 
Audit 2 5 , 0 00
M isce l laneous  2 ,000

t o t a l

AMOUNT

$ 45 ,000

75 .000

27 .0 00  
$147 ,000
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MATANUSKA ELECTRIC ASSOCIATION, INC. 
P a lm e r ,  A l a s k a

MEMBER AND PUBLIC RELATIONS ACTIV IT IES
1984 BUDGET

DESCRIPTION AMOUNT
P u b l i c a t i o n s
A d v e r t i s i n g
R u r a l i t e
L a m p l i g h t e r / B i l l  S t u f f e r :  
F i lm  and Ph o to s  
Equipment R e n t a l  
S c h o o l  P rog rams
Annua l Meeting -

P o s t a g e $ 6 . 0 0 0
P r o f e s s i o n a l  Fees 1 5 . 0 0 0
P u b l i c a t i o n s  and B a l l o t s 1 2 , 0 0 0
Adve r t  i s i n g 3 , 0 0 0
F i l i n  and P h o t o s 100
R e n t a l s 1 , 0 0 0
O th e r  ( R e f r e s h m e n t s ,  C h i l d  C a r e ,  e t c . ) 3 , 0 0 0

Member A d v i s o r y  Commit tee -  
C o n s u l t a n t  Fees  
M i l e ag e  
P o s t a g e  
M a t e r i a l s

M i s c e l l a n e o u s
TOTAL

5 . 0 0 0  
500

1.000 
575

8 , 0 0 0  
5 , 0 0 0  

4 8 . 9 6 0  
2 4 . 9 2 0  

500 
800 

4 , 0 0 0

4 0 , 9 0 0

7 , 0 7 5  
5 . 0 0 0  

* $ 1 4 5 . 1 5 5

ACCOUNT
Customer  S e r v i c e  & 

I n f o .  Expense
A d m i n i s t r a t i v e  6 

G en e r a l  Expense
TOTAL

F IRST  SECOND THIRD FOURTH TOTAL

$ 2 5 , 2 0 0  $ 2 5 , 2 0 9  0 2 5 , 2 0 9  0 2 5 , 2 0 9  $ 1 0 1 , 1 5 5

1 0 , 0 0 0  3 3 , 0 0 2 500 500 4 4 , 0 0 0
$ 3 5 , 2 8 0  $ 5 0 , 2 0 9  $ 2 5 , 7 0 9  $ 2 5 , 7 0 9  $ 1 4 5 , 1 5 5

* T h e  A b o v e  A m o u n t s  d o  n o t  I n c l u d e  L a b o r  f o r  M E A  U t af,



M a tan u ska  E lectric A sso ciatio n , In c .

P.O. BOX 1148
TELEPHONE

PALMER, ALASKA 99645 0071745-3231

MEMBER INFORMATION BULLET IN  84-3
F e b ru a r y  15, 1984
TO : ALL MEMBER-CONSUMERS
FROM: MEMBER AND PUBL IC  RELATIONS OFFICE
SUB JECT :  APUC APPROVED RATES

S INGLE-PHASE SERV ICE
Faci l it ies Charge (1). $15 .0 0  p e r  month
Ene rgy  Cha rg e :  F i r s t  1300 kWh at

7 .505$*  pe r  kWh 
Ove r  1 300 kWh at 

5 .304$*  p e r  kWh

THREE-PHASE SERV ICE
Facil i t ies Cha rge  $40 .0 0  p e r  month
Demand C I.Z i? e : $3 .61 pe r  kW'
Ene rgy  C h a rg e :  All kWh at

4 .483$*  pe r  kWh

SEASONAL S INGLE -PHASE SERV ICE 
Annual Faci l it ies Cha rg e :  $180 ,00
Ene rgy  C ha rg e :  As out l ined unde r  s in g le -ph a se  se rv ice

*Add to the stated ra te  a wholesa le power cost ra te  ad justment of  0 .917$  
( 9 . 1 7  mil l s ) p e r  kWh app ro ved  by  the Alaska Public  Uti l i t ies Commiss ion.
^  FAC IL IT IE S  CHARGE: The faci l i t ies cha rge  is made by  the  Association
to help cove r  costs  to the Association which are not d i r e c t l y  r e la ted  to 
e n e rg y  sa le s .  These  f ixed costs include in te res t  on d eb t ,  deprec ia t ion 
and cost o f  bu i ld ing  e qu i t y .  In 1980, the test  yea r  on which the faci l i t ies 
cha rge  is based ,  these costs amounted to approx imate ly  $ 5 . 4  mil l ion 
annua l l y  f o r  s ing le -phase  se rv ice .  When these costs  a re  e q ua l l y  al located 
to each s inq le -phase  account ,  they  amount to app rox imate ly  $38 p e r  
month pe r  accoun t .  The fac i l i t ies charge recove r s  part of tha t  $38.
Fo r  more in formation contact one of these o f f i c e s :
Palmer District. Off ice Eagle R i v e r  D is t r ic t  Off ice
745-3231 694-2161
Big Lake D is t r ic t  Off ice 
892-602*.

Matanuska E lectr ic Associat ion ,  Inc.
P. O . Box 1148 
Pa lmer ,  A laska 99645

Al '\f /.KM7"] I ii C I*. • •



December 12, 1983

To:

From;

J a m e s  F. P a l i n  
G e n e r a l  M a n a g e r

'•C
J o h n  P a r k e r  

(_ M a n a g e r  of A d m i n i s t r a t i o n

S u b j e c t :  T o m  S t a u d e n m a i e r 's R e q u e s t  lor Rate I n f o r m a t i o n

The f o l l o w i n g  is a r e c a p  of s i n g l e - p h a s e  r a tes in effect' d u r i n g  
1983 and a b r i e f  d e s c r i p t i o n  of w h y  they c h a n g e d .

1. R a t e s  e f f e c t i v e  1/1/83:

F a c i l i t i e s  c h a r g e  
1st 1300 kWh 
o v e r  1300 kWh 
W P C R A

2 .

3.

$20.00 
5 . 3 2 5 / / k W h  
3 . 8 3 4 / / k W h  
1 . 3 9 0 / / k W h

T h e s e  r a t e s  r e f l e c t  the i n t e r i m  i n c r e a s e  r e c e i v e d  in 
U - 8 2 - 6 0 ,  M E A ' s  rate c a s e  f iled in S e p t e m b e r  1982.

No c h a n g e  in r e g u l a r  rates. W P C R A  i n c r e a s e d  to 1 . 4 3 / / k W h  
T h i s  c h a n g e  w a s  e f f e c t i v e  M a r c h  11. T h e  rate c h a n g e d  
b e c a u s e  of the r e c o n c i l i a t i o n  of w h o l e s a l e  p o w e r  for the 
f o u r t h  q u a r t e r  of 1982.

No c h a n g e  in r e g u l a r  rates. W P C R A  c h a n g e d  to , 0 3 3 / / k W h .  
T h i s  r e f l e c t s  the f i r s t  q u a r t e r  1983 r e c o n c i l e d  rate of  
3 . 0 8 4 / / k W h  for w h o l e s a l e  p o w e r  and a c h a n g e  in the b a s e  
rate f r o m  1 . 6 2 0 2 / / k W h  to 3 . 0 5 1 / / k W h .

4. S i n g l e - p h a s e  r a t e s  e f f e c t i v e  J u n e  24, 1983:

F a c i l i t i e s  C h a r g e  
1st 1300 kWh 
o v e r  1300 kWh 
W P C R A

$ 1 5 . 0 0  
7 . 3 9 3 / / k W h  
5 . 7 2 3 / / k W h  
0 . 0 3 3 / / k W h (no c h a n g e )

T h i s  c h a n g e  in the p e r m a n e n t  r a tes r e f l e c t s  the i n c r e a s e  
a l l o w e d  in B e n c h  O r d e r ,  U - 8 2 - 6 0 .  T h i s  i n c r e a s e  was 
g r a n t e d  s u b j e c t  to r e c o n s i d e r a t i o n  of o n e  or  two i t e m s  in 
the r a t e  case.



MATANUSKA ELECTRIC ASSOCIATION, INC.
Palmer. Alaska

MEMBER AND PUBLIC RELATIONS ACTIVITIES 
1983 BUDGET

Pub l i c a t i o n s  $ 1 ,200
Adve r t i s ing  9 ,500
R u r a l i t e  32 ,400
Lamplighter  11 ,000
F i lm and Photos 500
Equipment Rental 700
School Programs 2 ,000
Annual Meeting -

Postage $ 5 ,300
P ro fe s s i o n a l  Fees 5 ,000
Pub l ic a t ions  and B a l l o t s  6 ,000
Adve rt i s ing  3 ,000
Fi lm and Photos 100
Renta ls  1 ,000
Other (Re f reshments ,
Ch i ld  Care,  e t c . )  5 , 0 0 0  25',400

Membe Advisory Committee -
Consu l tant  Fees $ 5 ,000
Mi leage 750
Postage 100 5 ,850

M isce l laneous 2 , 8 0 0
TOTAL $ 91 ,3 5 0

Account F i r s t  Second Third Fourth Tota l

Customer Serv ice 
& In fo rmat iona l
Expense $14 ,950  $14 ,950  $14 ,9 50  $14 ,9 50  $59 ,800

Adm in is t ra t ive  &
General 14 ,238 14 ,238 1 ,537 1 ,537 31 ,550

Tota l $29 ,188  $29 ,1 88  $16 ,487  $15 ,487 $91 ,350
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M atan uska  E lectric A ssociation , !nc.

P.O. BOX 1148 

PALMER, ALASKA 99645
TELEPHONE 

(9 07 ) 745-3231

March 13, 1984

imas G. Staudenmaier 
*Mx 1603

v ' River, Alaska 99577 

Dear Mr. Staudenmaier:

Subject: Recall Petition

In reference to the recall petition which you submitted to MEA on 
February 14, 1984, on behalf o f  the Staudenmaier Electric Merger Committee, 
please be advised that the Board has reviewed Attorney Roger Kt 'o e l ’ s legal 
opinion dated March 1, 1984-, A copy was provided to you with my jetter of 
March 5. In addition, at its regular monthly meeting on March 13, 1984, the 
Board accepted  Mr. Kemppel's ruling that the recall petition does not contain 
valid charges, and rejected the petition for this reason, as well as for other 
reasons mentioned in the attorney 's  letter.

Should you desire to pursue or contest this decision, I suggest that you have 
your attorney contact Mr. Kemppel so that the petitioner*? and the Association 
can seek judicial resolution o f  any disputes.

3FP/cmb

c c :  Board o f  Directors
Roger Kemppel

A L A S K A ' S  F I R S T  R E C  - I N C O R P O R A T E D  1 9 4 1 - E N E R G I Z E D  1942



M a ta n u ska  E lectric A sso c ia t io n , I n c .
P.O. BOX 1148

TELEPHONE

PALMER, ALASKA 99645 007 ) 745^231

CERT IF ICATE

I ,  Elden S andv ik ,  do h e reby  c e r t i f y  that I am S e c re t a ry -  
T r e a s u r e r  of Matanuska Electr ic Association , I n c . ,  and tha t  on the 
14th day  o f  F e b r u a r y ,  1984, the attached petit ion fo r  removal o f  
Matanuska Electric Associat ion , Inc .  Board members,  Rob e r t  L. Husted ,  
B a rb a r a  J .  Mil le r ,  Elden Sandv ik ,  Joy  M. Fos te r ,  Wm. H a rvey  Bowers ,  
Phi l O'Nei ll and Robert  C. Johnson ,  115 pages ,  was p e rsona l l y  
d e l i v e red  to me as S ec r e t a r y  of  the c o op e r a t i v :  by Tom Staudenmaie r ,  
MEA member .

' SA N DV IK , SECRETARY -TREASURER  
MATANUSKA ELECTRIC ASSOCIAT ION , INC.

A L A S K A ' S  F I R S T  R E C - I N C O K H  O R A T E D  1 9 4 1 - E N E R G I Z E D  1942



CERTIFIED MAIL
PsETURN RECEIPT REQUESTED

March 5, 1984

Mr. Thomas G. Staudenmaier
P. O. Box 408
Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

In reference to the recall petition which you submitted to MEA on February 14, 
1984, on behalf o f  the Staudenmaier Electric Merger Committee, please be 
advised o f  the following:

1. We have verified that the petition contains an adequate number o f  member
signatures, in accordance with MEA's Bylaws; and

2. At a special meeting o f  the Board o f  Directors o f  Matanuska Electric
Association, Inc., held on February 23, 1984, the Board advised management 
to provide you a copy  o f  MEA General Counsel Roger Kemppel's legal opinion 
as soon as it was available and, further, that the Board would offic ia lly  
accept  Mr. Kemppel's legal opinion at the March 13, 1984 Board meeting.

3. A copy o f  Mr. Kemppel's opinion letter dated March 1, 1984 is enclosed.
On page 11, Mr. Kemppel advised the Board that the recall petition does 
not contain valid charges and that the Board may consider rejecting this 
recall petition for this reason, as well as for other reasons mentioned
in the letter. Based on Mr. Kemppel's letter, I believe that the Board 
will re ject  the recall petition.

You will note in the opinion letter that Mr. Kemppel suggests that you have your 
attorney contact him should you decide to contest the Board's action, so that 
the petitioners and the Association can seek judicial resolution o f  any disputes.

Please feel free to con tact  Mr. Kemppel or me if you have any questions.

Enclosure

c c :  MEA Board o f  Directors
Roger Kemppel, General Counsel

A L A S K A ' S  F I R S T  R E C — I N C O R P O R A T E D  1 9 4 ' , - E N E R G I Z E D  1942



Roger R. Kemppel 
Richard R. Huffman 
F o r  C. Cinder 
Roiiaiu L. Baird 
Darrel |. Gardner

Law Offices of

Kemppel, Huffman S Ginder
255 E. Fireweed Lane, Suite 200 

Anchorage, Alaska 99503

March 1, 1984 Telephone 
(907) 277-1604 
(907) 276-1605

Board of Directors
M a t a n u s k a  E l e c t r i c  A s so ciation, Inc.
P.O. B o x  1148 
Palmer, A l a s k a  99645

Re: R ecall  Pet ition

Dear Board Member:

The A s s o c i a t i o n  received a recall petition from the 
Staudenmaier E l e c t r i c  Merger Committ ee on Februar y 14, 1984, 
calling for the r e moval of the entire Board of M a t a n u s k a  El ectric  
Associa tion, Inc. This petition purp orts to bring the following 
charges against the present  Board of D i r e ctors of the 
Association:

"Charge 1: With failing to c o n duct the business of
M a t a n u s k a  E lect r i c  Cooperat ive, Inc. in a manner as to pre vent an 
u n rea sonable increase in the electric bills and charges of the 
members and that you have entered into a course of action as to 
be unfamiliar with any alternative to the unreasonable burden 
placed upon the members, in particular senior citizens and p a r­
ties of low fixed incomes.

"Charge 2: You have allowed the m a n a g e m e n t  of the c o r­
poratio n (MEA) to c o m m u n i c a t e  incorrect and misle a d i n g  infor­
mati o n  with the intent to subvert the election process (1983 
Ballot for Directors). M a rion  B o w e n  Pippel o f f i c i a l l y  w i t h d r e w  
in writing from running as a c a n d idate  for the Board of Directors 
of said Coope r a t i v e  (MEA). M arion Bowen Pippel's name was 
d e l i b e r a t e l y  placed on the 1983 M E A  Ballot by m a n a g e m e n t  for the 
purpose of splitting the vote. M arion Bowen Pippel received 249 
v o t e s .

"Charge 3: You have allowed said C o o p e r a t i v e  (MEA)
G e n e r a l  Manager James F. Palin a sala ry increase from $73,800.00 
to $78,000.00 per y e a r — a $4,200.00 per year increase, at the 
A pril 12th, 1983 Board Meeting.

"Charge 4: You have lost the trust and confidence of
M a t a n u s k a  E l e ctric  A s s o c i a t i o n  C o - o p  owners."
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action of the director to constitute "cause," that action must be 
w r o n g f u l  or m a l f e a s a n c e  in office. In a similar e lect r i c  
c o o p e r a t i v e  case, the Ohio court ruled that the above language in 
effect required that there be cause, and went on to d efine  what 
actions on the part of a cooperative board of dir ectors amounted 
to cause. In Neal T a y l o r , et a l . , Plaintiffs, vs. B u c k e y e  R ural 
El e c t r i c  C o o p e r a t i v e , et a l . , D e f e n d a n t s , 79-CL108 (Ohio 1979), 
the court found:

An e x a m i n a t i o n  of the instant charges, 
however, indicates a failure to direct 
any speci fic charge of malfeasance, m i s­
feasance, or nonfeasance against any 
board member. All charges read the same 
against every board member, and, in 
effect, consti t u t e  disag r e e m e n t  with the 
po l ic ies of the trustees in o p e r a t i o n  of 
the business. But such disa gr e e m e n t  with 
p o l i c y  is the basic reason for the elec- 
t ’ a of the trustees at regular annual 
meetings. The section entitle d 'Removal' 
indicates a more radical and emer gency  
type of procedure and not a method by 135 
m e m b e r s  to comple t e l y  replace all of the 
trustees and officers of a m u l t i - m i l l i o n  
dollar business. The resulting chaos can 
w e l l  be imagined.... Defendants  claim 
all trustees, otherwise lawfu lly in 
office, can be replaced at a special 
m e e t i n g  w i t hout any cause being stated.
This section interpr etation would make* an 
a nnual meeting and elect i o n  of trustees 
meaning less. Any faction consti tuting  
10% of the c o mpany m e m b e r s h i p  could, at 
any special meeting, replace the whole 
board of trustees of the c o mpan y and 
therefore, the whole c o m pany management.
This could go on indefinitely. The words 
'removal' and 'charges' and 'present 
evidence' indicate that no such intention
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But unless the officer has been guilty of 
some acts of m i sfeasan ce or nonfeasance 
he is not subject to removal, nor is a 
director subject to removal by reason of 
acts c o m m itted in another office.... Of 
course a director cannot be removed on 
the ground of inc ompetency where the 
facts show the contrary. 2 W. Fletcher,
Cy c l o p a e d i a  of the Law of Private 
C o r p o r a t i o n s , §356 (1982).

As the B u c k e y e  case, s u p r a , indicated, there is no power 
to remove a director if the basis of the charge is that the p e r­
son bringing the charge disagrees with the policies of the d i r e c­
tor. Such di sagr e e m e n t  does not rise to the level of cause. If 
shareholders were to a t t empt to remove a director m e r e l y  because 
they disagree with policies  which that director supports, then 
the special r e l a t i o n s h i p  that a director has with the c o rpora tion 
would cease to exist. That rel ati o n s h i p  has been described by 
courts as that of a trustee or fiduciary:

W h i l e  the o r d i n a r y  rules of law relating 
to an agent are applicabl e in considering  
the acts of a board of directo rs in 
behalf of a c o r p o r a t i o n  when dealing with 
third persons, the individu al directors 
making up the board are not mere 
e mployees but a part of an elected body 
of officers c o nstitutin g the executive 
agents of the corporation. They hold 
such o ffice charged with the duty to act 
for the corpor a t i o n  a c c o rding to their 
best judgment, and in so doing they c a n­
not be c o n t r o l l e d  in the reaso nable e x e r­
cise ->nd performance of such duty. As a 
g e ner al rule, the stockhold ers cannot act 
in relation to the o r d i n a r y  business of 
the corporation, nor can they control the 
d i r e ctors  in the exercise of the judgment
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As long as the members of the board of directors use 
their best business judgment to make a d e c ision for the benefit 
of a corporat ion as a whole, that action is not a breach of their 
fiduciary or trust responsib ility to the membership, even though 
a significant number of members may have voted d i f f e r e n t l y  on a 
particular issue. Proper charges, as required by A r tic le IV, 
Section 5, of the A s s oci ation's Bylaws, require more than, mere 
disagreement. As the court stated in the case of Fox v. Codey, 
252 N.Y. Suppc 395: ^

Re moval may not be based upon whim or 
caprice. Mistake or m i s u n d erstandi ng 
p r o b a b l y  will not suffice. Substant ial 
grounds showing breach of trust must be 
shown.

C l early the law does not permit the stockholders to create a 
sterilized board of directors. M a n s o n  v. Curtis, 119 N.E. 559 
(N.Y. 1918); Fells v^ K a t z , 175 N.E. 5167 517 (N.Y. 1931). 
Accordingly, a director cannot be removed merely because the 
m a j o rity of the association members who attend the m e eting happen 
to disagree with a particular policy.

Turning to the charges presented by the above petition, 
it should be noted at the outset that identical charges are being 
brought against each and every member of the Board of Directors. 
This of itself is not d ispositive (since it is at least possible 
that each member of the Board may have committed identical acts 
of malfeasance in office), but it does at least lead to the 
suggestion that these charges are more in the nature of a purge 
'or takeover rather than bona fide charges of individual m i s c o n­
duct as required by law.

T he first charge contained in the attached p e t i tion 
alleges that the d i r e c t s •s failed to prevent an unreasonable 
increase in electric bills and charges. This charge does not 
allege any specific examples of m i s managem ent or other m i s c o n­
duct. The case law makes it clear that when the share holders 
attempt to remove a director for cause, there must be service of

C
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SECTION 8. M a n a g e r . The Board may 
appoint  a manager who m a y  be, but who 
shall not be required to be, a member of 
the Association. The manager shall p e r­
form such duties and shall exercise such 
a u t h o r i t y  as the Board m a y  from time to 
time vest in him.

The setting of salaries is a policy d e c i s i o n  which is reserved by 
statute and the Bylaws of the A s s o c i a t i o n  to the Board of 
Directors. Article VI, Sectio n 10(a), of the Assoc iation's  
Bylaws provides:

SECTION  10. C o m p e n s a t i o n . (a) The 
powers, duties and c o m p e n s a t i o n  of o f f i­
cers, agents and employees shall be fixed 
by the Board subject to the provisions of 
these Bylaws with respect to compensation 
.or a board member. [Emphasis added]

As noted earlier, only the Board of Directors has the power and 
the right to manage the business and affairs of the Association. 
The power to set and est ablish salaries is an essential part of 
this right to manage the business and affairs of the Association. 
Unless it is alleged that the setting of salaries is done fraudu­
lently, the members of the A s s o c i a t i o n  may not review this type 
of decision by recall petition. Again, this charge merely rep re­
sents a d i sagreeme nt with the Board of D irectors as to the proper 
level of the general m a n a g e r ' s  salary. Such a disagreement 
cl e a r l y  does not constitute legal cause for removal of a Board 
m e m b e r .

The fourth charge states that the Board has "lost the 
trust and confidence of M a t a n u s k a  Elect r i c  Association C o-op 
owners." Once again, this charge is vague and so broad as to 
e f f e c t i v e l y  deny the Director s charged the o pportunit y of meeting 
the accusation. Auer y_j_ D r e s s e l , s u p r a ; Campbell v. L o e w 's ,
I n c . , s u p r a . This cha’rge“in effect alleges a widespread 
"disagreement" with the p r e s e n t l y - s e a t e d  ! >ard. Again, mere 
d i s a g r e e m e n t  with the policies of the Board does not constitute

e
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S hould the Board resolve to reject the above p e t i t i o n  as 
i n sufficie nt at law, I w o u l d  suggest that you immediately arrange 
to provi de S t a u d e n m a i e r 's petition c o m m i t t e e  with a copy of this 
o p i n i o n  and request that that c o m m i ttee have its attorney contact 
me as soon as possible if it decides to contest the B o ard's  
action. It is important that the S taude n m a i e r  Electric Merger 
C o m m ittee and the A s s o c i a t i o n  seek j u d ic ial resolution of any 
o u t s t a n d i n g  d i s agreemen t at the e a r l i e s t  p o s sible time in order 
not to d e l a y  the A s s o c i a t i o n ' s  annual m e m b e r s h i p  meeting s c h e­
duled to be held April 27, 1984, and in order to ensure the 
w idest possible notice and m e m b e r s h i p  p a r t i c i p a t i o n  at that 
meeting.

Sincerely,

KEMPPEL, H U F F M A N  & G I NDER

Roger R. K e m p p e l
C o u n s e l  for Mata n u s k a  E l e c t r i c
Associ a t i o n ,  Inc.

RRK:la

Attachment: Copy of F e b r u a r y  1984 Petit i o n

c c :  James F .  P a l i n
G ene ra l  Manager ,  MEA

e



-

STAUDENMAIER’S

ELECTRIC  M E R G E R  C O M M ITTEE
5 P.O. BOX 1603 • EAGLE RIVER, AK 99577 • 694-2322

Help us cut your electric bill 67%  to 80%  per month
How?

Full Implementation of

STAUDENMAIER’S ELECTRIC MERGER PLAN
Sign

RECALL PETITION
Removal — Seven (7) Members of 
Matanuska Electric Association 

Board of Directors

The a b o v e  s p o n s o r  is  d u l y  a u th o r iz e d  to  c i r c u la t e  th e  p e t i t i o n

the best and brightest ideas energizing in Alaska!



STAUDENMAIER’S

ELECTR8QMERGER COMMITTEE
P.O. BOX 1603 • EAGLE RIVER?AK 99577 • 694-2322

PETITION FOR R E M O VAL— Seven (7) Members o f Matanuska Electric Association Board of Directors
A u t h o r i t y  C i t e d  — M E A  b y l a w s .  A R T IC L E  IV  Board Member?. S e c t i o n  5. r e m o v a l  of  b o a r d  m e m b e r  b y  m e m b e r s .  (Alaska 
S ta tu tes)  T i t l e  10 C h ap te r  25 Eloctri . tand Telephone  Co operative Act. A r t i c l e  1. S e c .  10.25.140 { B o a r d  o l  Directors).

We. the undersigned members of Matanuska Electric Association, Inc. do hereby bring the following charges against 
the hereinafter listed Directors of Matanuska Electric Co operative, Inc. (sometimes referred to as Officers or Trustees) 
and request the removal of such Directors by reason thereof. We hereby direct you. E ld e n  S a n d v ik .  Secrctary-Treasurer to 
inform said Director, R o b e r t  L. H u s tc d ,  President (MEA), B a r b a r a  T. Miller ,  Ph il  O 'N eil l ,  H a rv ey  B o w ers ,  J o y  F o s t e r  
and R o b e r t  C. J o h n s o n  in writing, of the charges hereinafter set out so that the President of MEA, Robert L. Husted 
shall call a special meeting of the members pursuant to A rt ic le  111 S e c t io n  2 S p e c ia l  M e e t in g s  of the By-Laws of Matanuska 
Electric Co-operative, Inc. affording said Directors an opportunity al the meeting to be heard in person or by counsel and 
to present evidence in respect to the charges, granting us the undersigned the same opportunity.

After said meeting and pursuant to Section 2 of Article III of the By-Laws of said Co-operative, we, the undersigned 
members of said Co operative (MEA) petition R o b e r t  L. H u s tc d ,  P r e s id e n t  of said Corporation, to call a special meeting 
of the members and cause - otice of such meeting ts be given as provided in said By-Laws for the purpose of voting on the 
question of removal of saia 0 .rectors pursuant to Section 3 of Article III aforesaid.

That the following Directors are charged by the undersigned members. . .

CHARGE 1: W ith  fa l l ing  to  c o n d u c t  t h e  b u s i n e s s  o f  M a ta n u s k a  E le c t r i c  C o -o p e ra t iv e ,  Inc. In a  m a n n e r  
a s  t o  p r e v e n t  ar: u n r e a s o n a b l e  I n c re a s e  In t h e  e l e c t r i c  b i l ls  a n d  c h a r g e s  o f  t h e  m e m b e r s  a n d  t h a t  y o u  hav e  e n t e r e d  
In to  a c o u r s e  o f  a c t i o n  a s  t o  b e  u n fa m i l ia r  w i th  a n y  a l t e r n a t i v e  t o  t h e  u n r e a s o n a b l e  b u r d e n  p la c e d  u p o n  t h e  
m e m b e rs ,  In p a r t i c u l a r ,  s e n i o r  c l t l r  ^ns a n d  p a r t i e s  o f  low f ixed  Incom es .

CHARGE 2: You have allowed the management of the corporation (MEA) to c o m m u n i c a t e  I n c o r r e c t  and 
m is lea d in g  I n f o r m a t io n  with the intent to s u b v e r t  the e l e c t i o n  p r o c e s s  (1983 Ballot for Directors.) Marion Bowen 
Pippel officially withdrew in writing from running as a candidate for the Board of Directors of said Co-operative (MEA) 
Marion Bowen Pippel's name was deliberately placed on the 1983 MEA Ballot by management for the purpose of 
s p l i t t i n g  t h e  v o te .  Marion Bowen Pippel received 2 4 9  votes.

CHARGE 3: You have allowed said Cooperative (MEA) GENERAL MANAGER J a m e s  F. P a l ln  a s a la ry  
In c re a s e  fro m  8 7 3 , 8 0 0 . 0 0  to  8 7 8 , 0 0 0 . 0 0  p e r  y e a r  —a 8 4 , 2 0 0 . 0 0  p e r  y e a r  In c re a s e ,  at the April 12th, 1983 Board 
Meeting.

CHARGE 4: You have lost the trust and confidence of Matanuska Electric Association Co-op owners.

That these charges are brought against the following Directors and the removal of all of the following named 
Directors, the same being all of the Directors, (sometimes referred to by the Company as Trustees or Officers) are 
hereby requested and petitioned to be removed to wit:
R o b e r t  L. H u s tc d ,  P.O. Box 132. Talkeetna, Alaska 99676. B a r b a ra  T. M iller ,  P.O. Box 151, Wasilla, Alaska 99687. Phil
O .O 'N e i l l ,  P.O. Box 2229, Palmer, Alaska 99645. H arv ey  B o w ers ,  P.O. Box 1960, Wasilla, Alaska 99687. J o y  F o s t e r .  P.O. 
Box 274, Wasilla, Alaska 99687. R o b e r t  C. J o h n s o n .  P.O. Box 456, Eagle River. Alaska 99577. E ld e n  S a n d v ik ,  P.O. Box 
512. Palmer, Alaska 99645.

PLEASE PRINT! This Information Has To Be Verified. THANK YOU!

1. D a t e P r i n t  F u l l  N a m e S i g n a t u r e F u l l  R e s i d e n c e  A d d r e s s M a i l i n g  A d d r e s s P h o n e  N u m b e r

2.

3.

4.

5.

6.

7.

8.

9.

10. •

Petition rm.st be Returned to: Staudenmaier’s Electric Merger Committee, P.O. Box 1603, Eagle River, Alaska 99577 — Phone 694-2322 
Don’t you be a DEAD BEAT! Get involved. Help cut your e lectric b ill 67%  to 80% per mon th.

the best and brightest ideas energizing in Alaska!
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OFFICES

1. Report below the name.tide, office address.and iatary for the 
>ear of each general officer of the respondent. Report the informa­
tion alto for each other emplojee whose annual salary is 325,000* 
ot more. The information requited by this schedule may be omitted 
for asnstant general officers u hose duties do not embrace important 
eseculive or policy functions, and whose salaries are less than 
$25,000* per year. (*535.000. if respondent's annual operating 
tcsenucs are 550.000.000 or mote.)

2. If inv odicer or other employee reported in this schedule 
received remuneration from respondent, directly or indirectly, 
other than the salary reporled in column (n). such as commit- 
i.ons, bonuses, shares in prohtt. moneys paid, set aside or ac­
crued pursuant to anv pension, retirement, savings or similar 
plan frrr/a'iie of flam  qualif.tJ undtr Stelion 10! n/fcfe laltrnal 
f.tiiout Cadt o f 19j i  I including premiums paid for rriirrmrnl an­
nuities. or lif< insurance whi rr lhr respondent ts.riot the bem fi- 
eiarv. or any other advantageous arrancement which constitutes 
a form of compentat on, give f e essentials of the plansnot pre- 
vioutlv reported, thi basis of determining the ultimate benefit! 
.•ceivaole. and the r vmenlt or provisions made during the year 
„uh respect to each [verson reported herein. If the word ‘noite' 
correctlv states the facts with respect to the matters referred to 
m  this instruction, so state.......N/A. p e x  . 117..........

3 State the annual beneiiti estimated to be payable to each of 
-e three highest paid olficers named herein in the event of

retirement at normal retirement dale pursuant lo ai>v pension 
or retirement plan............................................ N/A j o e r . # 7 ...................................

4. Descriljc all transactions since the beginning of thr year in 
which any person who was an officer of the respondent at any 
time during thr year received remuneration, directly or indirrctlv. 
from the respondent in the form of srcunties. options, warrant:, 
rights or other property, or through the exercise or disposition 
thereof. As to options, warrants or rights granted or extended, 
give the information under this caption un page 10b. If the 
response "none" correctly states the facts with respect to thê  
matters referred to in this instruction, so state. ti/e. 12 . ? J

5. State briefly any arrangement under which any officer is 
insured or indemnified ..gainst liability which he may incur in 
his capacity as an officer. If there are no such arrangements, 
so state .......... -......... .......

6. If a change was made during the year in the incumbent of 
any position, show name and address and total remuneration 
of the previous incumbent and date change in incumbency was 
made.

7. Utilities which are not required to file copies of this rrport 
with the Securities and Exchange Commission may omit the 
data called for by instructions ( 3, 4, and 5. Omission of re­
sponses to such instructions for this reason should le stated

r

M l.

(ol

Noma of Offic.t 

lb)

o’/ e e s : 

m l  M a n a g e r  

Assist. A d m i n .  

Assist. E n v i r o n  

cal & Pub. A f f a  

V/ir. E l e c t .  E ng 

tr. P r o d u c t i o n  

::ir. O p e r a t i o n s  

Assist. M a j o r  

i • >cts

M?r. M e ch. Eng.

Principal 
Butinttt Addffttl 
(C*r/ and Stofa)

U1

L e R o y  J. S c h u l t z  

A u d r e y  E. L a r s o n

rs L a w r e n c e  D. M a r k l e y  

T e d  W e l l m a n  

T h o m a s  S. K o l a s i n s k i  

R o b e r t  M. B r a u k u s

J o h n  P o l y a n s k y  

E r i c  J. Ilaemer

0 4 . 1  t h r o u g h  1 0 4 . 4

" S a l a r y  for y e a r "  a s  p 

r e p r e s e n t s  c o m p e n s a t i o  

b y  C h u g a c h  d u r i n g  t h e i  

a t  C h u g a c h  w i t h i n  c a l e

P.O. B o x  3510, An c h . 9 9 5 0 1  

A l a s k a

Solory 
for Yaor

(<J>

r o v i d e d  b y  i n d i v i d u a l  

1 p a i d  t h o s e  i n d i v i d u a l s  

: p e r i o d  o f  e m p l o y m e n t  

idar y e a r  1901.

1 4 5 , 0 0 8 . 0 0

4 6 . 4 7 6 . 0 0

7 0 , 8 1 0 . 0 7

0 2 . 2 3 6 . 0 0  

0 7 , 0 0 0 . 0 0

6 4 . 9 2 2 . 0 0

7 0 . 5 8 4 . 0 0  

3 2 , 6 0 8 . 8 0

I

'qtil:

I horohy certify tlut thla is 

a true copy of on original 
dooumcnt la the filos of th» 
Alaska rubllc Utllltloa Com- 
cisslca.

c ,
ry: —

Tkito:

*->
A u .

/ / / /  9 / - 1 - 3

C,



son w ho  performs sim ilar policym aking functions. pagelsi should bo the same sue as this paqo.
2. If a h.mqp Wtis mado during ine  year in me incum bent of

L i n e T I I I*; 

>  1

Name n t  OMirer 

'or

Salary
No •or Y«»ar

1
2 1 . G ene ra l  Manager W a l t e r  V. T r u i t t ,  J r . ( 1 ) $ 5 6 , 2 3 0
J

2 . D i v i s i o n  Manager - Thomas S. K o l a s  i i ' .ski ( 2 ) $ 1 0 9 , 4 4 9
5
r

P r o d u c t i o n
0
7 3 . E x e cu t i v e  A s s i s t a n t  - Audrey E. La r son ( 3 ) $ 3 5 ,0 1 3
8
g

A d m in i s t r a t i o n
10 4 . Ex e cu t i v e  A s s i s t a n t  - John Po ly an sky ( 4 ) $ 9 0 ,9 4 3
11 

12
Majo r  P r o j e c t s

13
14

5 . D i v i s i o n  Manager - Robe r t  M. Braukus ( 5 ) $ 6 1 , 4 8 1
i 15 O pe ra t i o n s

10
17 6. E x e cu t i v e  A s s i s t a n t  - James C. Anderson ( 6 ) $ 5 0 , 2 5 7
18 F inance
1!)

20 7 . Mai.eger o f  System E r ic  J .  Haemer $ 8 1 , 0 0 0
21 P la n n in g
22
23 8 . E xecu t i v e  A s s i s t a n t  - Lawrence D. Ma rk ley $ 7 0 , 4 4 0
24 Environment & P u b l i c
25 A f f a i r s
26

?7
28
20

9 . Manager o f  T r an sm is s i on Ted Wellman ( 7 ) $ 9 0 , 4 5 6
& D i s t r i b u t i o n •

30 10 . E xecu t i v e  A s s i s t a n t  to.11
37

John E. Sm ith ,  J r . ( 8 ) $ 1 6 , 7 0 5Gene ra l  Manager •
33

( 1 )34 Employment Date -  June 8 ,  ] 982 .  (Annual  S a l a r y  $ 9 9 , 5 0 0 . ) • f
35 ( 2 ) A l s o ,  A c t i n g -G en e r a l  Manage r  u n t i l  June 8 ,  1 9 8 2 .  (Annua l  S a l i r y  $ 9 5 , 7 0 0 . )
36 ( 3 ) Terminated -  J u l y  2 ,  1 9 82 . (Annual S a l a r y  $ 5 3 , 4 4 6 . )
.37
:iu
39
40
41

42

( 4 ) Terminated -  Octobe r  1 191 2 .  (Annua l S a l a r y  $ 8 1 , 8 7 6 . ) ,
( 5 ) Te rmina ted -  September 15 , 1982 .  (Annua l S a l a r y  $ 7 3 , 6 1 1 . )
( 6 )

( 7 )
Employment Date -  J anua ry  1 

Annual S a l a r y  $ 7 9 , 0 9 2 .  Dui
5 ,  1 9 8 2 .  (Annua l  S a l a r y  $ 5 3 , 6 6 6 . )  
ing 1982 pa id  f o r  l e a v e  no t  taken(S ) Employment Date  -  September 2 7 ,  1 982 .  (Annua l  S a l a r y  $ 6 3 , 0 0 3 . )

43
44
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Lme
No

Classification
Direct Pjyrol! 
Distribution

Allocation ol 
Pivm il OliarqeU lor 
CaMrinq Arcounis

Tni.il

.I. •hi tin
1 (fl.T.ttiC

2 O pera tion 0

3 P roduc tion
4 Transm ission 1 9 4 , 0 5 0 ( X: •.yx:X:X:XxX-:.Xv:.:;::x

5 D is tr ib u tio n 1 . 0 6 0 . 3 0 2

G Custom er Accounts 1 . 5 7 4 . 4 0 6
7 C u.rom er j-> v c e  .mcl Im o rm v iu n a l 4 5 OR 1
8 S JI’5 - 0 -

9 A d m in is tra tive  mrl Genera: 6 4 0 . 2 7 6 • • ............V.*.

10 T O T A L  O pera tion  i t n t e r  ro t.M  o f  i .n e s  J  t f iru  91 5 7 5 0  3 4 -1
11 .M jin t.H i.in to

12 P ru itnc tion 1 , 1 4 8 , 0 3 5

13 Transmission 1 6 9 , 0 8 1 • . 7

14 D iM n b iilio n 1 , 2 1 6 ,  . 4 3

15 A O m itustt.i'ive  -md General 2 0 7 .  i '3 7
in T O T A L  M im ienance t i n i e r  r o w  o f  lin e s  1 2  th ru  191 2 . 7 4 1  . 3 . 5 6 •••
17 Tota l O pe ra tion  ,:■«! .M jin lo i.....ce

18 P io il iic t io o  (E n t e r  T n t j l  o t  lin e s  9  a n i l  121 i , » ^ , 2 3 2 V-x • 1 • . X;X:X ::y: >:•

111 Transmission i t n t e r  T o ta l o f  lin e s  4  .tn i l 131 3 6 3 , 1 3 1  i . i  ■ •

20 D is tr ib u tio n  (E n t e r  T o ta l o l  lin e s  5 j i i O 141 2 . 2 7 6 . 8 4 5 6 ■ f

21 Custom er A ccounts  1 T ran se rin e  f r o m  lin e  61 1 , 5 7 4 , 4 0 6

22 Customer Service .mrl In fo rm a tion a l IT ra n sc r i lin  t r a m  lin e  / I 4 5 . 0 8 1 i ■ ■ x>:;
23 Sales r T ran sc rib e  h o rn  lin e  31 - 0 - ■ y ■; • . X j yV

24 A d m in is tra tive  and G etie i.il /E n te r  T o ta l o f  lin e s  9  a n a  191 8 4 7 . 9 6 3

25 TOTAL Operation and Maintenance i Tatvoi i" it t ishm uH i . - 8 . j m a . z o 8 - 0 - $ 8 , 5 0 0 , 7 0 8

26 Cijs x x x x  •:■:• •:•: j. :,/• . JMj x XyX: • • |

27 O peration ■' ■■■■■■■ ■■ ■: -sv. -y y  -:

28 Product ion—M anufactured Gjs 6 7  A !■—v ' ’ : :'::yy

29 Proiluction-M.iturat Lijs (Inclutlinq fcxpl. and Dev.) N/A

30 Other Gas Suoulv ___ 6 7  A . . H--Yi.—
31 Slot jo. LN G  Termination and Piuccssmq * 7  A ► :x : .  :••••• VyX ,

32 1 larisinission 6 V A  - U :

33 Distribution 67 A I -
34 Customer A ccounts N/A [ ,A -

35 Custom er Service and ln lo rm a tio n .il N/A
35 Sales N / A _____ {........... ■....... y : :  7
37 A iim m is tr.io ve  and General .  V / A  .
38 T O T A L  O pe ra tion  (E n t e r  T o ta l o f  lin o s  2 8  d im  971 N/A
.VJ M aintenance

40 Prod net io n -M a n u la c  tiaed  Gas N/A f

41 Product in n —N atura l Gas - : : /a .. .v ;v v

42 Other Gas S upply N / A ' • w :

43 5 lo r ana. LN G  T crm in .ilim i and Procossinq M/A _ _ :-x ••

44 Transm ission N/A :• ■ • ' 1: Xv.-.-XX.
•45 D is li ib iit io r i N/A ’ : • • r X ,

4<i A d in u iis lia liv e  and General N/A
i-vr- r’- 'i j .  ‘--f-T

47 T O T A L  M aintenance (E n te r To tnl o l lines 4 0  thru 4 6 ) N /A
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' <*J I • Wllil VM>'UI>U>< W ' “j  ■•••••“ «' ' “*■ » .«.» ■ . • , ___________

4y | Proauetion-iVlanulJCtured Gasffnrrv Toat of i-ncs '33 jn j SOI | N/A t : x k M : ;  :x ■ t.:;x- :

50 Production-Natural Gas tlncluding Exp i.and Dev.l (Total 

o f lines 29 and 4 II
N / A  |

,vM iv̂ iKvlvivlvivlL'lv'yi

51 Other Gas Supply iE n n r Total or lines 30 and -)2l N/A ! I-:'::;:;:;:;-,

52 Storage. LOG Terminating and P-occssing (Total of lines 

31 and 431
N / A  j . j

53 Transmission (Enter Total of hues 32 and 441 | N/A -

5-1 O.sit motion (Enter Totat at l-ncs 33 ana 457 1 N / A  i • . x

55 Gustr-mer Accounts' Trarscritie from line 341 j N / A  1 > -xx-x-xvxxxx-x

50 Custon "t Service jn u  Informational (Transcribe from r 2 
line 35) N/A "

57 Sjles I Tr.ii \cr;(ie irnm  hne 361 ! N / A

53 Admtnistrai vo ano GeriHr.it t Enter Total o f lines 3 / and 3(il 1 N / A  N / A  ! N/A

53 TOTAl Operation anti Maint. 1 Total o l lines 49 tnru 531 i N / A  i N / A  • N / A

60 Other Utility Departments i • j.

61 Operation and Maintenance i 1 |

6? TOTAL Ail Utility Tjaoi. ( Total of lines 25. 59. ano n il i $ 8 , 5 0 0 , 7 0 8  “u_ * $ 8 , 5 0 0 , 7 0 8

03 Utility Plant ! ! ■ t ' : x:.y xc^yxcy'yx

04 Construction tUv Utility Departments! ■:: x-xx • : > : { .  : f ’ yeXivXyXeyXxXv

65 Electric Plant 2 . 7 3 L . 9 68 - 0 -  ( 2 . 7 3 1 . 9 6 8
60 Gas Plant N / A  j N / A  N / A
67 Other N / A  1 N / A  j N / A
63 | TOTAL Construction re/rrtv Total o f lines 05 thru 6 / ) 2 . 7 3 1 . 9 6 8  1 - 0 -  j 2 , 7 3 1 . 9 6 8
09 1 Plant Removal tliy U lili 'v  Department)

70 Electric Plant .. . ..37.181 ; - 0 -  l 3 7 .181
71 Gas Plant N / A  N / A  j N / A

72 Other N / A  I N / A  N / A

73 TOTAL Plant Removal (Enter Total of lines TO thru /2) 3 7 , 1 8 1 - 0 -  37.181
74

75

76

77 

73

79

80 

81 

82

83

84

85

86 

87 

08

89

90

91

92

93

94

Otner Accounts (Specify):

A n n u a l  L e a v e

1 t

•;.v v***V; 

!;!y!vvXv!v!*!v!v!v!v'v;

v.v •• v.v .\v .

1,047,460

*

95 TOTAL Other Accounts 5 3 , 8 1 6 , 6 0 9 - 0 - $ 3 , 8 1 6 , 6 0 9
96 TOTAL SALARIES AND WAGES $ 1 2 , 3 1 7 , 3 1 5 .. -0- $1.? .,317 .31 5 _FLKC FORM NO. i ULV ISC I )  12-811 Page 355  —  T

th . i t  t h l a  I s
t v . - r - t y  c o r t l - y  . , „■>

a true » 1  «| * of tbs

" b u M ^  « « » U "  °0 m‘
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HOMER ELECTRIC ASSOCIATION 

ORGANIZATION ; CHART  

SEPTEMBER 1,1980

MEMUERSHIP

BOARD OF 

DIRECTORS

SECRETARY TO 

GENERAL MANAGER

AUDITORS

GENERAL MANAGER

MANAGER CF 

OFFICE SERVICES

<
 ACCOUNTING A  /PERSONNEL t A
SUPERVISOR J VlNS ADMINSTH J

. p l a n t

ACCOUNTANTD

ADMINISTRATIVE

ASSISTANT

MANAGER OF 

ENGINEERING SERV

(
D lS T E N G IN E E R \  f
.  HOMER /  ~ V

STAFF 
S. CRETARY )

/ S I THOM GEN 
VorriCE CLERKS

PAYROLL 
C l ERK

CPOWERLINE >  
SURVEYORS )

C  ENGINEERS  S ’
. clerk

CONSULTANTS

MANAGER OF 

RiDGEWAY ClSTRICT

PLANNING
ENGINEER J
EASEMENT
SOLICITOR )

TECHNICAL 
ENG. AIDE J

_ f  CASHIER/ 
RECEPTIONIST

. * M E T tH  *\ 
V  REACER J

J V2/'SsT. ENGINEER 
V,  RIDGEWAY

/ '" p o w e r l in e  A  f
G SURVEYORS J

■Q

SENIOR DIST. 
OFFICE CLERK

WORK OROER 
CLERKS j

CASHIER V j  
RECEPTIONIST J

MATERIAL

MANAGER

CWAREHOUSEMAN 
HOMER >

C l
!
REHOUSEMAfr 
RIDGEWAY j

DATA PROC_SSINC 

MANAGER

cPROGRAMMER 
ANALYST .

/f)ATA PRuCl aSlNtfY 
L  CLERK J

OPERATIONS

MANAGER

Q
r e a  s e rv ic e 'N  
OORO.SELOOV/ '

/AG

Q SAFETY 
■ COORDINATOR

/'MIR
(JlEP

& APtT 
REPAIRMAN

.1 CMTR 0  ELECT. 
REPAIRMAN .

t ENG 0  OPS 
SEC IETARY y

_/1pe,t s u i’e h n t o ? \ _  
~V  HOMCR j r

>FOHCMAN

' J O U R N E Y M A N  
L INEM EN

OPERATORSD
GROUNOMEN )
APPRENTICE 
L INEMEN

SUPERlNT.
RlOGEWAY

/

FOREMAN

/JOURNEYMAN 
L LINEMEN )

A  (  ENG. & 0PS7\ • /C
_ J  V  SECRETARY J  \ ^ i

CONSERVATION
hr s p c s c o a ia

LEAD \  
J  K  MECHANIC J C

MC TER \  
READER J

C LC AD 
MECHANIC

SERVICEMEN )

APPRENTICE
LINEMEN

< GROUNOMEN,menA BOARD APPROVED. 8 /1 2 /BO

( s e r v ic e m e n " ^ —

0



5 2 -~

line
Title Nome of Off.r.Bt Salary

No for Ycai

IB) lb ) tel
1 G e n e r a l  M a n a g e r B. K e n t  W i c k 7 7 , 3 9 0

2 A d m i n i s t r a t i v e  A s s i s t a n t S c o t  E. L a n d 5 4 , 9 8 4
3 M a n a g e r ,  Eng. S e r v i c e s S.C. M a t t h e w s 6 7 , 3 0 4
4 M a n a g e r ,  M a t e r i a l s N o r m a n  L. S t o r y 5 0 ,5 2 7
5 M a n a g e r ,  O f f i c e  S e r v i c e s T h o m a s  H. K e f f e r 5 9 , 1 6 3
G

M a n a g e r ,  O p e r a t i o n s C l i f f o r d  G. S t e w a r t 6 9 , 4 2 2
7

8
D i s t r i c t  M a n a g e r E u g e n e  R. C o l l i n s 6 5 , 9 1 6

9

10 •

11

12

13

14

15

16

17

18

1!)

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

3!)

40

41

42

43

44

FERC FORM NO. 1 (REV ISED  12-81) Page 104

m n W W a i l i n n n n i M n M
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u true c-jj:y of r.u t.rlgiu»l 
doouaent in tfcy riles of th e  
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raisoion.
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1(111}
No

Classification

ml

Oistritiution

fW  .]

rayrnu »c» 
Ctoarmq Accounts

I d

rm.il

141 : ____ ,

1 Electric Txrxx-x's ■ : ^

2 Operal'an •X-M-XvXXXvvI Ii*XvX *

3 Production 5 A 6 - 5 5 0 6 1 0 . 2 8 1

d Transmission 5 6 0 - 5 6 7 9 8 . 9 2 x :w x : : * : ^

b D istribution 5 8 0 — 589 2 8 . 8 3 0 . 2 1

r. Customer Accounts 9 Q 1 - 9 0 5 3 3 . A 2 6 . 9 A

7 Customer Seivice .mrl li ilo r im iin n a l 9 0 7 - 9 1 0 6 . 2 3 0 . A 7

8 Sales 9 1 1 - 9 1 6 . 0 0 •. m m m j
0 A ilm tnr.tr .it .vi' jttil (jene i.il 9 2 0 —931 2 6 . 8 1 7 . 2 3

10 TOTAL Operation 1 Enter Total o f  lines 3 thru 91 9 6 . 0 1 A . 0 5 XyXyXyXyvyXy •*-.

11 Maintenance

12 Production 5 5 1 - 5 5 7 . 0 0
13 Transmission 5 6 8 - 5 7 3 9 6 7 . 5 6
14 Disiiibuiinii 3 . '1 Q _ ^ 5 8 . A 9 , 0 9 0 . 2 b
15 Administrative .md General q j j 1 . 5 0 8 . 9 2
i n TOTAL Maintenance 1Enter lo t t i l  o f lint's 12 thru 15) 5 1 , 5 6 6 . 7A
17 T .tal Otirr.iiinn .md Maintenance
10 Piirtluction fEntnr 7n t.il o f lines 3  and 121 6 1 0 . 2 8

• v. • ................

1!) Transmission (Enter Total o l lines 4 anti 13) 1 . 0 6 6 . A 8 nyi:;;A—*

20 Distribution 1Enter Total o f  lines 5 and 19) 7 7 . 9 2 0 . A 7
21 Customer Accounts 1 Transcribe from  line 6) 3 3 . A 2 6 . 9 A
22 Customer Service and Informational (Transcribe from  line 7) 6 .2 3 0 .A 7 m m m m j
23 Sales 1 Transcribe from  line 8) . 0 0

24 Administrative and Genet al (Enter Total o f  lines 9  and 151 2 8 . 3 2 6 . 1 5
25 TOTAL Operation and Maintenance iluini ol foot iae»uJ4i ____L A 7 . 5 8 0 .7 9

6 Gas

.7 Operation

20 Production Marr'factored Gas

20 Production-Natural Gjs (Inclmlmq Lxpl. jn d  Dev.) -

30 Oilier G js Supply _ ; ; .  v .iy .vX ;v v.v>Xv . XXv.v.v.v .

31 Sloi.iqo. LNG Tflrmiiielinn nnil Pruccsstnfl

82 T i.jnsinissioii _

33 Distubutinn

34 Customer Accounts

35 Custumer Service and Informational

30 Sains

37 Administrative and Genoial -

30 TOTAL Opeiation (Enter Total o t lines 28 thru 37! -

30 Main'eiiflncc y y  y/

40 Pmduriinn-Manufactuted Gas

41 Proiliiciirin-N.itoral Gas

42 Other Gas Supply -

43 Slougu, LNG Terminalinrj and Processing _

44 Transmissinn __ * .::y:;x ;x :x :v k m m w m l
40 D ish itnitinn — ■xyx*x;x  .■

40 Ailministiative and General __
47 TOTAL Maintenance ( E n t e r  I n t e l  o f  l i n e s  4 0  t h r u  40)

I'L'IU I GUM NO. I (U tV IS I-D 12-81) Pago 354
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Production—Natural Gas (Including Expl. and Oev.| (Total 

o f lines 29 and 41) _________

Other Gas Supply (Enter To tal of lines 30 and 42) m  .....  ■■•... M M
Storage, LNG Terminating and Processing (Total of lines 

31 and 43)

Transmission (Enter Total o f lines 32 and 44)

Distribution (Enter Total o f lines 3 3 and 45)

Customer Accounts (Transcribe from line 34) ■.■■■■;■...... . . •, i- , T .
Custoinei Service and Informational (Transcribe from 

line 35) ________________________________________

Sales (Transcribe (rum line 36)
Administrative and General (Enter Total o f linos 37 and 46)

TOTAL Operation and Maint. ( Total of lines 49 thru 58)

Other Utility Departments

Operation jn d  Maintenance

TOTAL All Utility Dept. ( Total o f lines 25, 59. and t ill
l-'X * ‘ TTTT- '♦".V — v?

Utility Plant
.V4 '

• Constmction (Uy Utility Departments)
-r

Electric Plant

I Gas Plant

Other

TOTAL Construction lEntcr Total o f lines 65 thru 67)
.v .v . v 7 TT '.ryr/r ri-T’M I-X-X I" I-.-. . I-:

ill-.:-
■.v' TTTTTTT1-. .• ■.

• •X X X X -M -.vX T X -.. ..'lan l Hcmoval (Uy Utility Department)

Electric Plant

Gas Plant

Other

TOTAL Plant Removal (Enter Total o f lines 70 thru 72)

Other Accounts (Epecify):
v . v . v . v  v
•X X vX vX ivX

•v . ;.v .\ y .y .y .y .
.•X vX vX vX vX

;.v . ; .y .v .v . ; .v . ; . ; .v .v  v . v
>XvX\vXvXvx 
,y.X\vXvXvX*X*

X'XvXvX*

vxvxxvxvx

.v .v

:-X\vX*XvXvXvt

:y-x::;x::::v:v::::x:::>;;x.: 

■-x’x’x:vX*x*;'xvXv;

•.v.v.v.v.v.v.v.v.v.y.
•!'!*fX’'!*!vXv!vXv!vX!

y ; :X ;X yX ;:y :y :; : ; :y X ;:y  
J — ... ■ .-■■■

,'OTAL Other Accounts

TOTAL SALARIES AND WAGES

KC FORM NO. 1 (R LV IS F l )  12-81) Pago 355

I hc-r-.ly certify Ol.t- this la 
b truo c.-. jy of an crlgitj.-il 
dooutrcnt iu T.lio files of the 
A l a s k a  Public UtilltinB Cora- 
nisoion.

By: ______

Dato»_________h /* * / f'3



MUNICIPALITY OF ANCHORAGE
■i

ASSEMBLY MEMORANDUM 

No________________ _

Meeting Date:
From: Mayor

Sub je c t :  Cost of Living Adjustment f o r  Executive Pay Plan

AO 81-28 , as fu r th e r  amended by AO 82-53, provides f o r  annual adjustment to 
the  pay plan f o r  Executive Employees as defined under AMC 3 .30 .171B based on 
the  U.S. Department of Labor's Anchorage Consumer P r ice  Index f o r  A l l  Urban 
Consumers fo r  the p r i o r  year .  For the p r io r  year tha t  index increased 5.3%.
Applying the Cost of Living adjustment formula out lined in AO 82-53, the 
Municipal Pay Ranges f o r  Executive Employees f o r  1984 are as fo l low s :

E-I $3 2,000 -  $55,000 
E - I I  $42,000 - $67,000 
E - I I I  $52,000 - $78,000

D pnr\ 3 n on Ki/• *

'Frank Austin
D irecto r ,  Human Resources Department

Respectful ly submitted:

Tony Knowles 
Mayor



, MUNIG. ̂ AL l i g h t  & 

ORGANIZATIONAL CHART

* ^1 I

■ V ’ , V  ^
RT • . „ .._______  • '

I v i s i o n  Manager
i - n e rulion

ink N l k k e l s

1 :inl 1 

• iu ! ra t  I on

1 a nt 11 

iteration

s p a l e h

General Manager 

Thomas R. Stahr

Division Manager

Operations

Vacant

Warehouse

Operations

Vehicle
Maintenance

Mete r  & T r a n s ­
f o rm e r  Ope r .  & 
Ma in tenance

Line Construct.

and

Maintenance

Maintenance & 

Construction 

ML&P Crews

C o n s t r u c t i o n
Contract

Crews

Clerical

Support

b i v i s i o n  Manage? 

Engineering 

Mike Yerkea

System

Planning

i ••

Central Station 

Design

Customer

Service

Design

Division Manager 

Financial Srvcs. 

Dick Fry

General

Accounting

Rates & Tariffs

Customer Service 

and

Meter Reading

Division Manage 

Systems & Comm. 

Cliff Mathieser

Systems

Communicat ions

' - v ' S ' :

‘ r -. ••• 
• . • i
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2 It a change was mado during the yaar in the m cum oent or

j Line Tni* Name ot Officer
Salary

! No for Year
|
1 ial Ibl lei

1 '

1 2
General Manager James F. Pal in S 7 3 , 8 00

3
4

5

G
7 i
8

3
10
1 1
12
13
14

Under e x i s t i n g  M.E.A. P o l i c y  w<i a re  unable to p rov ide  ind iv idua l s a l a r i e s
15 without  w r i t t e n  consent o f  the employee in v o lv ed .  However, i f  c rde red by tht
16 A .P .U .C . ,  MEA would be w i l l i n g to supply s a l a r y  i n f o rm a t ion  by enployee on tf
17 cond i t ion  tha t  the in fo rma t ion be he ld  s t r i c t l y  c o n f i d e n t i a l .
18

19

20

21

22

23

24

25

26

27

28

29

30

31
32

33

34

35
36
37

38

39

40

41

42

43

44
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' r' :

Line
No

Classification
Oiroct Payroll 
Distribution

Allocation ot 
Pay-all Charged tor 
Clearing Accounts

Total

Ibl Id id  _

Electric x:;-x:x:x.x¥v>:v

I 2 Operation ;:v.;.;:;:v:v.v.';.;.::v:v:v:v

1 3 Production 48 ,3 32 i 1- 0 ^4  ■■■ - v  .

i 4 Transmission 1 ,345 j . : .• : x ; - •

5 Distribution 364,731
6 Customer Accounts 592 ,343
7 Customer Service and Informational

8 Sales

9 Administrative jnd General 557 ,860
10 TOTAL Operation (Enter Total o f lines 3 thru 9) 1 .564 .61 1
11 Maintenance :

12 Production -

13 Transmission 61 [■:• /*>>:'• • ------

14 Distribution 414 .8 86  I'
15 Administrative .md General q  71 A \y:
If i TOTAL Maintenance 1Enter Total of lines 12 thru 151 AO A OM  1
17 Total Operation and Maintenance TV “ :Tv.y

18 Production (Enter Total of lines 3 and 12) 48 ,3 32
19 Transmission (Enter Total of lines 4 and 13) 1 ,406
20 Distribution (Enter Total of lines 5 and 14) 77Q 2 66

21 Customer Accounts (Transcribe from line 6) 692.3.13
22 Customer Service and Informational (Transcribe from line 7)

23 Sales (Transcribe from line 9) -

24 Administrative and General (Enter Tor a) o f lines 9 and 15) 667 .676
25 TOTAL Operation and Maintenance iTotti oi im t w imu m i 1 , 9 8 8 . 0 2 3 - 1 .988 .923
26 Gas

27 Operation

28 Produc[ion--Manufactured Gas

29 Production-Natural Gas (Including Expl. and Dev.l

30 Other Gjs Supply

31 Stoi.tqo, LNG Terminating an' Processing -

32 liUMSiiussion -

3.1 Distribution _

34 Customei Accounts

35 Customer Service and Informational -

36 Sties - XvXlXyllXlvoX X̂ :-' '

37 Administrative and General -

30 TOTAL Operation (Enter Total of lines 28 thru 37) -

39 Maintenance

40 Production-Manufactured Gas _

41 Production—Natural Gas

42 Other Gas Supply -

43 Storage. LNG Terminaling and Processing -

44 Transmission -

45 Distribution -

46 Administrative and General _

47 TOTAL Maintenance (Enter Total of lines 40 thru 46) —
. EUC I ORM NO. I (REV ISED  12-81) PoQ0 354

L J Greb*' o o r t l i v  th .it  th io  1b a t ruo copy of aa original 
document in  tl;»  f i l e s  o f  th
£ £ « M I 1 .  «t l l l u „  Com-



50 Production-Natural Gas inc lud ing  Exp l.and Dev.) (T oa l 

o f lines 29 and 41) 1 1 1 1 1 1 1

51 Other Gas Suapiy (Enter Tool of lines 30 and 42) - •SS::::::#

52 Storage. LNG Terminalmg and Processing (Total of lines 

31 and 43)

XvXvC;Xv.'£X£X£;CCv

53 Transmission (Enter Torjl of tines 32 and 44)

5-5 Distribution (Enter Total o f lines 33 and 45) _ ;.v.v.v.y.y.v.\\v ‘.vXv. •

55 Customer Accounts (Transcribe from line 34) —

5G Customer Service and Informational (Transcribe from 

line 35)
-

57 Sales (Transcribe from line 36) -

58 Administrative and General (Enter Total o f lines 37 and 46) j «_

59 TOTAL Operation and Maint.(Total of lines 49 thru 56! i — “

GO 1 Other Utility Departments

•5! | Opei ation and Maintenance ! - -

62 TOTAL All Utility Deut. f7ora/ of lines 25. 59. and 61) - - -

03 ! Utility Plant

64 1 Construction (By Utility Departments)

55 Electric Plant 1 , 5 1 4 ,1 3 3
“

66 Gas Plant “ ■*

67 Otner - “ -

68 TOTAL Construction (Enter Total o f lines 65 thru 67) 1 ,5 1 4 ,1 3 3 - 1 , 5 1 4 .1 8 3

69 Plant Removal (By Utility Department)

70 El'-ctric Plant 2 2 .2 3 3  . - -

71 Gas Plant - •

72 Other — _

73 TOTAL Plant Removal IEnter Total o f lines 70 thru 72)

74

75

76

77

78

79 

30 

81 

82 

83 

34

85

86 

87

38

39

90

91

92

93

94

Other Accounts (Specify):

Other P ro pe r t y  & Investment 
Current & Accrued Assess 
De fe r red Debits 
Annual Leave

4 2 1 ,7 5 2  

3 0 7 ,1 0 2  

4 1 0 ,4 4 1

95 TOTAL Other Accounts ' 1 , I3 " 9 ',2 9 5

96 TOTAL SALARIES AND WAGES 4 ,6 6 4 .6 9 4

LKC FORM NO. 1 ( RLVISFID 12-81) Pogo 355
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L i n e Title Name of Officer Salary
No for Year

la) Ibl (cl
1 U t i l i t y  D i v .  M g r .  II B o w e n ,  G e o r g e 6 0 , 6 5 3 . 0 0
2 U t i l i t y  D i v .  M g r .  II M a s s i n ,  M i c h a e l  E. 6 5 , 4 7 8 . 0 0
3 U t i l i t y  D i v .  Mgr .  I M a t h i e s e n ,  C l i f f o r d 5 2 , 0 0 0 . 0 0
4 U t i l i t y  D i v .  M g r .  II N i k k e l s ,  H a n k 6 4 , 2 7 2 . 0 0
5
r. G e n e r a l  M a n a g e r S t a h r ,  T h o m a s  R. 6 7 , 9 7 4 . 0 0U

7
U t i l i t y  D i v .  M g r .  I T i s h e r ,  W i l l i a m  M. 5 3 , 0 1 9 . 0 0

8

9

10

11

12

13

14

15

10

17

18

19

20

21

22

23

24

25

20

27

28

29

30

:n

.12

33

34

35

30

37

38

39

40

41

42

43
44 •

FERCFORM NO. I (REV ISED  12-81)
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No LMMHIialHlO Distribution
• il)>Ui< Ciidi(|')»i lUl
Clearing Arr.nunls

Innil

1.1) ii, i Id id i
1 Electric !yivXv!;!v!4\Lv!v!'!v!v! -

2 Operation v!;Xv;;X;:;Xv.vX;X;X;!v

3 Production i f 4 R q rn o ?
4 Transmission . J L a i l :;x*x*v

5 Distribution 1 / 4 M  . ^ 1 •XvAvrvX^vSiiiS®

6 Customer Accounts- 3 5 3 .5 4 1

7 Customer Get vice and Informational 7 7 r 194 >:::

8 Sales

9 Administrative and Cienei.il xx:;

10 TOTAL Operation {Enter Total o f lines 3 thru 9) 4 ,2 6 6  r 7 6 8
11 Maintenance iyX-X’x’v’i-X-X

12 Production 4 3 9 .5 4 4 vx-xxvx-x.x m -x -x x-

13 Transmission i  .6  23 ■■■ :x-

14 Distribution 7 4 0 .2 7 6 : : ' . .

15 Administrative ..rid General

10 TOTAL Maintenance {in te r Total of lines 12 thru 151 1 .1 8 1 ,4 4 3
17 Totjl Operation and Maintenance

18 Piodiiciion (Enter Total of lines 3 and 121 1 . 9 2 0 .0 3 6  _
19 Transmission (Enter Total of lines 4 and 131 !yX.*.‘vX%vX r̂"*IvXv!;I;

20 Distribution {Enter Total of linns 5 and 141 . . .2 .0 3 .4  .,0 3 2
“XtXvXyXy-i^xXvx

21 Customer Accounts (Transcribe from line 61 3 5 3 .5 4 1
22 Customer Service and Informational (Transcribe from line 7) 7 7 .1 9 4
23 Sales (Transcribe from line 9) - 0 - X'X,X\\*X'XvX'X"X’X*X

24 Administrative and General (Enter Total o f tines 9 and 151 1 .0 3 4 .8 1 1 :;v:v::.Xy:;::xi:X;:v

25 TOTAL Operation and Maintenance ituiti oi hies is it,,,, m i 5 . 4 , 4 9 , 2 ^ 3 7 4 .7 3 5 5 » 8 6 2 .9 4 6
26 Gas

27 Operation

28 Production--Manufactured Gas ;:|:;X;:::;.x-:;x-:;.::x::;:x-::::x-

29 Production-Natural Gas (Including Expl. and Dev.) :: : '.x-xix^ • ;

30 Other Gas Supply

31 Sloiage. LNG Terminating and Processing

32 1 tdiismission

33 Distribution

34 Customci Accounts

35 Customer Service and Inlormational

30 Sales

37 Administrative and General

38 TOTAL Operation (Enter Total of lines 29 thru 371 :;x::yx|x;:;X;X4- . x i£:'

39 Maintenance

40 Production- Manufactured Gas vl'XjxjXv/Iy

41 Production—Natural Gas

42 Other Gas Supply v|',' ;v;.;.gvX;!v !v !v.'(!vX :

43 Storage, LNG Terminating and Procession

44 Transmission x: vXx.x vX v: v: vrx, >:v

45 D isliih .itmn

46 Ailmmistiative and General

47 TOTAL Maintenance 1Enter Total of lines 40 thru 4 0

I 'ERC IORM  NO. I ( REV ISED 12-S I) Pogo 354
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o f lines 29 and 41)

51 Other Gas Supply (Enter Total of lines 30 end 42)

52 Storage, LNG Terminating and Processing (Total of lines 

31 and 43)

53 Transmission (Enter Tol.il of lines 32 and 44)

5-1 Distribution (Enter Total o f lines 33 and 45)

55 Customer Accounts (Transcribe from line 34)

50 Customer Service and Informational (Transcribe from 

line 35)

57 Sales (Transcribe from tine 36) I*:-:*-*--**:---'*-****"'-**:*:’'***'***:*'*'
58 Administrative and General (Enter Total o f lines 37 and 46)

59 TOTAL Operation and Maint .(Total o l lines 49 thru 58)

GO Other Utility Departments

G1 OpLiation and Maintenance

6? TOTAL All Utility Dept. (Total of lines 25. 5 !).and61) -

G3 Utility Plant

64 Construct on (By Utility Departments)

65 Electric Plant 1 , 5 6 0 .0 1 4

G6 Gas Plant

67 Other

68 TOTAL Construction (Enter Total o f lines 65 thru 67)

69 Plant Removal (By Utility Department)

70 Electric Plant

71 Gas Plant

72 Other

73 TOTAL Plant Removal (Enter Total o f lines 70 thru 72)

74

75

76

77

78

79

80 

81 

82

83

84

85

86

87

88

89

90

91

92

93

94

Other Accounts (Speedy):

^Xy^vXvIvX^I^XjXvXv

ivX;!;IvIv!vy-\;!v‘v'.v!v!

v!v!v!;Xv!;Iv!v!v!;'.;lv!v

lv!v!;!;X;XvXv;;!vXv!v!

vX;X;X\\v^Xv!%vX*Xv

;v!v!;.*;vXvXvIvXv!v!;i

% ' a'X'i'avX * !^

Xv/XvXy’vXvXxXvX

v!vIvX;IvXv!vXvX;*/!v

v!v!vtv!vXvIvXvI*!vX;
;!v!vXv!vX;X;Xv!;!v!v!;

95 TOTAL Other Accounts

96 TOTAL SALARIES AND WAGES
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-  By JIM ERICKSON , . ..
; ■ a Dally News reporter •••..• ’■!■ i}-'.
1 A Chugach Electric As- 

' so c ia tio n  sp o k e sm a n  vj- 
i-V Monday denied repo rts  

that a massive weekend 
power failure could h av e ' I -' 

’ been avoided if the u t i l i  ­
ty  had not cut loose from •’ 
Municipal Light and Pow- 

, ' e r  e lec tr ic a l supplies**).
shortly after the Chugach ... 

‘I -. system began to falter.- 7 rnr.

T h e  future 1
lew Jong will electricity remain a ‘bargain’? > *

Electricity from gas-fired generators cheap
Continued fro m  P.ige A T  |

Put in parts of Alaska where electricity 
from gas or hydropower is not available, the 
cost of keeping the lights on was considerably 
higher,in many cases In Fairbanks 1000 kwh 
cost $121; in Kodiak, $1G0; and in Port Lions,

• a small fishing community near Kodiak, 
$012.63. Port Lions has the distinction of 
having the most expensive juice in the state.

Chugach Electric Association is the largest 
utility in the state. It distributes electricity to 
50.000 users in the Anchorage bowl and sells
*  —•’ t-— I—   Ia_u-*»UHoc .cAmrjnff a n .A d d i« . . .

Gas burned at Bemice Lake, International 
and Knik Arm power stations is not th e ' 
bargain Beluga River methane is. It is pur­
chased from Enstar and it costs $1.12 per 
thousand cubic feet. -l

According to an initial draft study. o f t  
available Cook Inlet gas reserves done fdr the 
state by Battelle Pacific Northwest L aborato r-: 
ies, the weighted average price of all the gas 
used by Chugach is 42 cents per thousand 
cubic feet. Over the next 13 years, the study 
predicts, tha t average cost will Increase to 
$1.32.

Tl_pouJHjto.h5ff.KAr. hnwnv/>i‘ If ♦h«%

pokesman disputes claim power outage could have been avoided
.□

this problem,” he said about. 
Monday’s outage. " I t’s not 
something that won’t happen 
again."

In contrast, Koiasinski said 
the fuel-delivcry gremlin that 
caused complete shutdown of 
the Chugach m ain pow er 
plant at Beluga was "a one­
time affair.”

"We suspect that the main 
u’.Mfr. gas regulator station had wa-.

fir'.'

>s:i the 
main- 
t and 
all of

sense 
P sys- 
ugnch 
Krnai

, . ,, ■ ’ • ... .<• «-> ! J j i  ■ • ; . - v, - • -
main gas regulaor_said. - cold sn^p of 1983 had Anchor-- forecast was for m ore !

“In our preli He and other municipal of- age residents reaching fo r ': same throughout the w! 
tigation we fou ficiali w illjh ee t "V7itlr M LSP< • their therm ostats. r^Y The low tem peratur
to be norm al,’and Ch'iigach' 'aamTnlslrators , . ML&P and Chugach bffi-V: chorage International 
M onitoring de 'tbddy-tb  'diStUst: f. lift, • cials said a record amount of Monday was minus
there was ”no:improve communications ^be-,, pow er was used M onday; V stantially warm er th 
(in the deliverjtween the utilities and,, th e ,,  breaking m arks set only a ; • record for Jan. 10 of m 
and during thtpublic in e m e r g e n c i e s - . few days before. Chugach ‘ set in 1972. But at 7: 
he said. U n d er th e  p ro p o sa l,  spokeswom an Lynn M a r l i n w i n d  chill pegged thi

Both ChevrorKnowldJi Tiftld th t :  municipal ' said demand surged to 370 "  tlve tem perature nt mi 
are in v estig a te  Emergency Operaticms Center "• megawatts a t about 6 p.m. In Palmer, winds 
the plant shutdoW ill-rtrvrta. deal..with..DutlIc— Monday.. un..fmm..n.nrf»vlnus to. 4Q.mnh drnnnnd f.f»ift— gns regulator station had w a-„  the plant shutdoWiU-tryrta. deal..with..Dutlic M o n day.. un..frnm .n.nre.vlnus to 40 m n h HrnnnpH u  „

ower restored, but blackout still makes its markt
)y LARRY CAMPBELL
Jaily News rcporler

The vast power outage that struck 
joutheentrnl Alaska on Sunday con- 
hiued to raise havoc on Monday, 
oiift after power had been restored.

Hindered by another outage Mon- 
lnv, though of much less duration 
md area, some shivering residents 

u* thwarted in attempts to get heat

Into their homes through frozen wa­
ter pipes. Others fought water back 
as pipes burst from freezing water 
inside, spewing a soppy, icy mess.

Police and fire officials reported 
numerous incidents related to the 
outage and resulting vulnerability to 
the cold. Anchorage police responded 
to about 30 minor auto accidents 
Monday while firefighters answered

.over 35 weather related calls, Includ­
ing burst water pipes and minor fires.

A house fire at 1021 Boston St. 
about midnight Sunday began when Si 
candle fell on a bed. Damage In that 
fire was estimated at $3,000. Another 
fire at the Northern Lights Inn, 
caused by a heating duct, resulted in 
only $100 dam age., .

Diners at Nikko Gardens in the

p*'"

V
4. ;

■•■V-

1 «■ • VIE WgT1 1 !J._____) T l W l l l ^ W I

-J,

Denali Tower rushed from the restau­
rant just after noon Monday when a 
fire sprinkler line burst nnd showered 
water through the ceiling tile and 
down the walls.

"We heard this pop, then the Water 
started coming through the tile and 
down onto the aisle," so,id Stephan

See Back Pago. BLACKOUT



's facilities to ML&P.” " "  1  
lugach officials contend'. 
Supreme Court .opinion j

Slip!
b :  Anchorage Dally News ' Thursday, D ecem ber 9,1962

-»cv**rb:

■; - > - •

a c h  s u e s  o v e n ,
. , '-■ W - • <«IS

‘ • perior Court judge. • 1 Y-: ;ties jri' the same areas, the
Daily News reporter ■ • Both the earlier case and - . territorial exchange >equlrd$

Chugach Flectric Associa- the current suit focus on a \  the exchange of some custpm>
lion chose Pearl Harbor Day 1973 APUC order tha t cstab-'b. erS and equipment. '.'•'■p:;'-1* \-
to launch a new legal offen- dished boundaries for Chu- The order first was; chaH
•>ive in its decade-old territo- • gach and city-owned ML&P. lenged -by Chugach in'\1974j
rial w ar w ith Municipal Light Both utilities provide electrl-, The Suprem e C ourt's  -,1979
•md Power and the Alaska cal service to Anchorage resi»,,<r opinion directed u Superior
Public U tilities Commission. dents, and'.,in. the 1973 order Court Judge to re m a n d ,th 4 |

At the crux of the suit filed the  ' APUC defined w h ic h , issue to the APUC for fu rther,|
Tuesday in Superior Court is parts of town each u tility  j, consideration of. "the retire->j
'Ik* commissinn’c -»<- would serve. . ■ mnnt J *----- *■— ■ •

fly DON HUNTER
Daily News reporter

commission’s interpreta­
tion o f  a 1979 Alaska Su­
p r e m o  Court ruling and a 
subsequent, order from a Su-

Since, the utilities had, in gach’ 
some cases, built d istribution. C 
lines and transmission facili- the

■also allows the. APUC to con­
sider changing the boundary 
lines that wore drawn in 1973, 1 
but, because of the associa­
tion’s lawsuit, never enforced.

When the APUC held pub­
lic hearings, this fall on the 
"retirem ent and transfer" is­
sue, Chugach ■ attem pted to 
introduce testimony and evi­
dence in support of its conten- 

^•tion that the 1973 boundaries ■ 
Y.are unfair. But APUC Chair­

woman Carolyn Guess denied 
request «nvin«.,tho Su­

preme- C o u rt’s op in ion  re ­
stricts the commission from 
changing the boundaries.

The commission is expected 
to tnkc rebu tta l testim ony 
from its stnff next month. 
A ttornty William Moran, rep­
resenting Chugach, has re­
quested expedited handling of 
the lawsuit. *
’ "As fur aS Chugach is con­
cerned, the purpose (of the 
suit) Is to facilitate” the com­
mission’s handling of the? te r­
ritorial case, "not to delay

in said. -
unuKuch contends '

ment of the 1973 boundaries.*}/;-; | 
would require It to  glyd i 
about 10,000 customers, whiM/.f?‘-*:}' ; 
ML&P would lose onlytnboub'bi , .*.< 
1,000, Chugach general iirian- ■ y  
ager Walter T ruitt has -sald i.V  
such n transfer deficit wpuldi :Y 

'cause an unw arranted fin n a-v i. 
cial drain on the association/.'*., 
which nlrendy is reeling from ; ; 
mounting debts incurred ,.tOii 
pay for new generation oqjjipY; 
ment. ' t—t; *-t ‘
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COMMITTEE

I M M E D I A T E  N E W S  R E L E A S E 9 / 2 1 / 8 2

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

B A S E D  ON 1981 A C T U A L S  A N D  1982 P R O J E C T I O N S  W H E R E  P O S S I B L E

•t. .
*

. .

vi P O S S I B L E  S A V I N G S

•. :

A ,  1 .
E X P E N S E S I N T E R E S T D E B T

R E T I R E M E N T
T O T A L S O P E R A T I N G  ' 

R E V E N U E S
T O T A L
D E BTS •

JGACH
2C T R I C
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C o m p l e t e  P a y o f f  a c c o r d i n g  to d o c u m e n t  f i l e d  w i t h  the A l a s k a  - 
P u b l i c  U t i l i t y  C o m m i s s i o n .

A N N U A L  R E P O R T  Y E A R  E N D E D  D E C E M B E R  3 1 # 1 9 8 1

r; vj

.Vat.vC h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc.
* A , . ; . ; * ' , j

M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n ,  Inc.

H o m e r  E l e c t r i c  A s s o c i a t i o n ,  Inc.

M u n i c i p a l  L i g h t  a n d  P o w e r
m ’ • *•

G o l d e n  V a l l e y

K o d i a k  E l e c t r i c  A s s o c i a t i o n ,  Inc.

B a r r o w  U t i l i t i e s  a n d  E l e c t r i c  C o o p e r a t i v e ,  Inc. 

A l a s k a  V i l l a g e  E l e c t r i c  C o o p e r t i v e ,  Inc.

C o p p e r  V a l l e y  E l e c t r i c ,  Inc.

N u s h a g a k  E l e c t r i c  C o o p e r a t i v e ,  Inc.

K o t z e b u e  E l e c t r i c  A s s o c i a t i o n  

T l i n g i t - H a i d a  R E A

T O T A L  P A Y O F F  F R O M  T H E  G E N E R A L  F U N D
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the best and brightest ideas energizing in Alaska!
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Oc t o b e r  15, 1982

T O M  S T A U D E N M A I E R  
D I R E C T O R  O F  T H E  B O A R D  
M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N  
P. 0. B o x  1 6 0 3  
E A G L E  R I V E R ,  A K  9 9 5 7 7

D e a r  Mr. S t a u d e n m a i e r :

T h a n k  y o u  f c r  y o u r  c o r r e s p o n d e n c e  of  S e p t e m b e r  10, 1982* 
N e e d l e s s  t o  say, y o u r  l e t t e r  c o n t a i n s  a n u m b e r  o f  p r o v o  
c a t i v e  a n d  c o m p e l l i n g  p r o p o s a l s  t h a t  d e s e r v e  c o m p l e t e  
e x a m i n a t i o n .

Y o u  r a i s e  a n u m b e r  o f  p o i n t s  w h i c h  d e s e r v e  a c t i v e  c o n­
s i d e r a t i o n  a n d  r e s e a r c h .  T h e y  i n c l u d e :

a) a c o m m i t m e n t  t o  a p l a n  t o  r e d u c e  th'-' c o s t  
o f  e l e c t r i c  pov/er t h r o u g h o u t  Souths e n t r a l  
A l a s k a ;

b) a d m i n i s t r a t i v e  a n d  c l e r i c a l  o v e r h e a d  c o s t s
at  m a n a g e r i a l  l e v e l s  a r e  r i s i n g  " e x p l o s i v e l y " ;

c) a f t e r  t h e  N o v e m b e r  e l e c t i o n ,  t h e  n e x t  g o v e r n o r  
w i l l  u n d o u b t e d l y  f a c e  a d e c l i n i n g  c o m m i t m e n t  
at t h e  F e d e r a l  l e v e l  f r o m  t h e  R u r a l  E l e c t r i­
f i c a t i o n  A d m i n i s t r a t i o n .  T h e  S t a t e  of  A l a s k a  
w i l l  i n e v i t a b l y  r e a s s e s s  its f i n a n c i a l  r e l a­
t i o n s h i p  w i t h  t h e  R E A  a n d  d e v i s e  a l t e r n a t i v e  
s c h e m e s  o f  f i n a n c i n g  u t i l i t y  e x p a n s i o n  a n d  
i m p r o v e m e n t ;

d) r e t i r i n g  the i n d e b t e d n e s s  w i t h  t h e  R E A  is 
c e r t a i n l y  o n e  v i a b l e  a l t e r n a t i v e  t h a t  w a r r a n t s  
a c t i v e  c o n s i d e r a t i o n ;  a n d

c o n t i n u e d  on p a g e  t w o  —



T o m  S t a u d e n m a i e r  
O c t o b e r  15, 1982 
Page T w o

e) f i n a l l y ,  I w h o l e h e a r t e d l y  a g r e e  t h a t  e l e c t r i c  
• - b i l l s  a r e  a t r o c i o u s l y  h i g h  t h r o u g h o u t  t h i s

S t a t e ,  a n d  a n y  p l a n s  t o  r e d u c e  m o n t h l y  e l e c t r i c  
b i l l s  w i l l  b e  m o r e  t h a n  w e l c o m e ,  b o t h  b y  m y  
• c a m p a i g n  and b y  m y  a d m i n i s t r a t i o n .

Tom, I t h i n k  y o u  w o u l d  b e  t h e  f i r s t  t o  a g r e e  w i t h  m e  t h a t  a n y  
p l a n  t h a t  c o u l d  p o t e n t i a l l y  i n v o l v e  a S t a t e  c o m m i t m e n t  of a 
b i l l i o n  d o l l a r s  r e q u i r e s  s e r i o u s  c o n s i d e r a t i o n ,  a c t i v e  d e l i b e r a  
t i o n ,  a f u l l  s t u d y  o f  o p p o r t u n i t y  co s t s ,  a r e a s s e s s m e n t  o f  o u r  
r e v e n u e  p r o j e c t i o n s ,  a f u l l - s c a l e  l e g i s l a t i v e  c o m m i t m e n t ,  a n d  
an  a r t i c u l a t e d ,  c o m p r e h e n s i v e  s t a t e m e n t  o f  p o l i c y .  T h e s e  w i l l  
b e  m y  d u t i e s  as G o v e r n o r ,  a n d  I w i l l  n e v e r  t a k e  t h e m  l i g h t l y .
I w i l l  s u p p o r t  a n y  p l a n  t h a t  c a n  s u r v i v e  t h i s  t o u g h  s c r e e n i n g  
p r o c e s s .

T h a n k s  a g a i n  for p r o v i d i n g  m e  w i t h  t h e  i n p u t .  I a n x i o u s l y  
a w a i t  t h e  d a y  w h e n  A l a s k a  c a n  w i t n e s s  a r e d u c t i o n  in  p o w e r  
r a t e s  i n s t e a d  o f  the c h a i n  of i n c r e a s e s  t h a t  w e  h a v e  h a d  f o r  
so m a n y  y e a r s .

B e s t  r e g a r d s .

Y o u r s  v e r y  tr u l y ,

B I L L  S H E F F I E L D



Alaska State Legislature

Speaker of the House of Representatives
Juneau. Alaska 99811

Official Business (907) 465-3720

October 19, 1982

Mr. Ttm Staudenmaier 
Director of the Board 
Matanuska Electric Association 
P. 0. Box 1603 
Eagle River, Alaska 99577

*

Dear Tcm:

Thank you for the material on your proposal to merge the four 
Southcentral Alaska Electric Power Distributors. The concept is 
certainly an interesting one, and the potential benefits as you've 
outlined them exciting. It most definitely merits investigation.

) My immediate reaction to the fiscal implications include the very
substantial commitment of state funds, and the various uncertainties 
which attend that concern. Quite obviously, state revenue projections 
oome in for serious examination. They are uncertain at best, and many 
experts see them declining below present levels. At the same time, 
there seems little likelihood of a decline in the demands being made 
upon them; quite in fact we must anticipate continuing increases in 
demand.

Two principal and major probabilities of such ccmitment are the 
Susitna and other hydroelectric projects and the potential capital move. 
Ma-ijr activity in either of those spheres could derail a plan to retire 
the utilities' REA debts bv quite some time; in fact, assistance even to 
maintenance of those debts could be difficult.

On the other hand, should the capital move fail, another scenario 
would come into view. Given the likelihood of declining REA assistance 
to Alaskan hydro projects, that would leave those as a very major demand 
on available revenues.

All these thinqs are speculative, quite obviously. I think none of 
then should discourage efforts to develop your plan. At the same time,
I feel you should pursue aggressively the development of as firm as 
possible figures concerning savings through the mercer alone, even 
without the debt retirement. With that as a first step, tine debt 
retirement night become a much mere publicly attractive idea. I can



fully appreciate the virtue of using the debt retirement scheme as a wav 
to share a major portion of the state's oil wealth with a high 
percentage of'the population, and to establish som • equity with the 
subsidy the state is presently providing for electric power in remote 
cannunities. .

You most assuredly nay count on my active support after the merger 
with respect to investigating the viability and financibility of the 
plan. If the public can be persuaded to accept it in exchange for same 
of its other wants and needs, or if cur revenue picture brightens 
dramatically in the future, I certainly would support the plan itself.

I appreciate you sharing your idea with me and hope you will keep 
me apprised in timely fashion of developments respecting the merger and 
of figures you develop in both areas.

V e r v  t r u l v  vou r s .

Joe Hayes 
Speaker
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S e p t e m b e r  28th

T";*' Y o u r  idea to m e r g e  the e l e c t r i c  u t i l i t i e s  of

S o u t h  Centra l A l a s k a  a p p e a r s  to be

w o u l d  c e r t a i n l y  support p a y i n g  off the o u t s t a n d i n g

loans from the Rural E l e c t r i c  A s s o c i a t i o n  if I am

co n v i n c e d  that the utili t i e s will be run p r o p e r l y  and

7931 Old Seward Highway, Suite 2, Anchorage, Alaska 99502 (907) 349-4506

e f f i c i e n t l y  and f u r t h e r  debt w o u l d  not be incurred.

T h a n k - y o u  for the inform a t i o n  and I wish you 

s u cce ss in the "merger." ~

S i n c e r e l y ,

J a n  F a i k s

P • t In !’u- j.'n F. for StatoScn.it* Camjmirn. !>• i»r-i C C l i ^ i iriran.



STAUDENMAIER’S 

P.O. BOX 1603 • EAGLE RIVER, AK 99577 •  6944982, 694-2322 ,

D e a r  Mr. M a r t i n ^ :

:. .̂ 1.. — ..I. » ,.,- t i l i - - -.u iS. i ••■
S e p t e m b e r  13, 1382

I s p e a k  f o r  a g r o u p  of M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n ,  ‘C h u g a c h  
E l e c t r i c  A s s o c i a t i o n ,  a n d  H o m e r  E l e c t r i c  A s s o c i a t i o n  m e m b e r s  s e e k i n g  
y o u r  c o m m i t m e n t  to  a p l a n  t o  r e d u c e  t h e  c o s t  of  e i e c t r i c  p o w e r  
t h r o u g h o u t  S o u t h  C e n t r a l  A l a s k a .  O u r  p l a n  is h i g h l y  a d v a n t a g e o u s  to 
us e c o n o m i c a l l y .  We b e l i e v e  it p o l i t i c a l l y  a d v a n t a g e o u s  to you.

•' i ■'

I w a s  e l e c t e d  to the B o a r d  o f  D i r e c t o r s  of  t h e  M a t a n u s k a  "Electric 
A s s o c i a t i o n  this p a s t  A p r i l  on a w r i t e  in vote. T h e  r e a son, to cut 
t h e  c o s t  o f  h i g h  e l e c t r i c  b i l l s .  T h e  n e x t  s t e p  in o u r  s t r a t e g y  is to 
p r o m o t e  a m e r g e r  vo t e  o n  b e h a l f  of M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
(MEA), H o m e r  E l e c t r i c  A s s o c i a t i o n  (HEA), C h u g a c h  E l e c t r i c  A s s o c i a t i o n  
(CEA), a n d  M u n i c i p a l  L i g h t  and P o w e r  ( M L P ) . T h e  n e w  n a m e  of the four 
m e r g e d  o r g a n i z a t i o n s  w i l l  be A l a s k a  S o u t h  C e n t r a l  E l e c t r i c  C o - o p .
T h e  n e w  B o a r d  of D i r e c t o r s  c o u l d  be a p p o r t i o n e d  u s i n g  the S t a t e  of 
A l a s k a  1 9 8 2  R e a p p o r t i o n m e n t  a n d  R e d i s t r i b u t i n g  P l a n . . U p o h  v o t e r  
a p p r o v a l  the B o a r d  c o u l d  be m a k e  up of 11 m e m b e r s  u s i n g  the senate 
p l a n  o r  2 2  m e m b e r s  u s i n g  t h e  h o u s e  p l a n .

T h e  proposed, m e r g e r  w o u l d  r e d u c e  o u r  a d m i n i s t r a t i v e  and c l e r i c a l  
o v e r h e a d  costs, w h i c h  a r e  n o w  r i s i n g  e x p l o s i v e l y .  I n c i d e n t a l l y ,  we
w e r e  d r i v e n  to  a c t i o n  n o t  b y  u n i o n  c o s t s  of p o w e r  p r o d u c t i o n  a n d  *----- v
d i s t r i b u t i o n  b u t  b y  e x o r b i t a n t  i n c r e a s e s  i n  m a n a g e m e n t  c o s t s ,  h i g h  "s.,.
s a l a r i e s ,  m i s m a n a g e m e n t  a n d  d u p l i c i t y  i n  t h e i r  w o r k .  W e  h a v e  no 
q u a r r e l  w i t h  L a b o r .

W h e n  y o u  are in the L e g i s l a t u r e  a f t e r  the N o v e m b e r  e l e c t i o n ,  and the 
m e r g e r  v o t e  is s u c c e s s f u l ,  w i l l  y o u  a s s i s t  us in l e g i s l a t i o n  to 
p a y o f f  w i t h  a S t a t e  G r a n t  all o u t s t a n d i n g  l o ans f r o m  the R ural 
E l e c t r i c  A s s o c i a t i o n  t h r o u g h o u t  t h e  S t a t e .  W h a t  b e t t e r  w a y  c o uld we  
u s e  s o m e  of the e x c e s s  oil r e v e n u e .  We  a s k  y o u r  a c t i v e  s u p p o r t  
a f t e r  t h e  m e r g e r .  N o w  w e  w a n t  y o u r ' c o m m i t m e n t  to the idea.

W e  b e l i e v e  this p l a n  w i l l  pu l l  the v o t e  o f  e v e r y  h o m e o w n e r  and. 
b u s i n e s s m e n  f r o m  T a l k e e t n a  to H o m e r .  T h e  p r o d u c t i o n  and d i s t r i b u t i o n  
o f  e l e c t r i c  p o w e r  at r e a s o n a b l e  r a t e s  is an A l a s k a  n e c e s s i t y .  O u r s  
is a p l a n  th a t  s h o u l d  p l e a s e  e v e r y o n e .

T h e  e n d  r e s u l t  o f  this m e r g e r  p l a n  w o u l d  be  a s t r e a m l i n e  d e b t  free 
u t i l i t y  in S o u t h  C e n t r a l  A l a s k a ,  t h e r e b y  r e d u c i n g  the a v e r a g e  
e l e c t r i c  b i l l  b e t w e e n  5 0 - 8 5 %  p e r  m o n t h .

C a n  w e  c o u n t  o n  y o u r  a c t i v e  s u p p o r t  a f t e r  t h e  m e r g e r ?

S i n c e r e l y ,  l/e A A * i
T ?  A i d '

T o j f e r n m a i e r  /
D i r e c t o r  of the B o a r d  ”

the best and brightest ideas energizing in Alaska!
.  " ► . ...  ̂ ... • f  *’

M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  j * r . . / )  /

*i—   j  » a i— i,^ i „  1 1 /  U
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TELEX: Chugach AHG 
(090)25 265

P. 0. B o x  8-8110 
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

D e a r  Mr. S t a u d e n m a i e r :

L i s t e d  b e l o w  is t h e  i n f o r m a t i o n  y o u  r e q u e s t e d :

1. T h e  t o t a l  l o n g - t e r m  i n d e b t e d n e s s  o f  C h u g a c h  as o f  
D e c e m b e r  31, 1 9 8 3  is $ 3 0 1 , 5 9 1 , 8 1 2 .

2. T h e  m o n t h l y  b i l l  f o r  an a v e r a g e  h o m e  u s i n g  750 K W H  
i s  $ 5 0 . 7 2 .

N o t e :  T h i s  a m o u n t  i n c l u d e s  a F u e l  C o s t  R a t e  A d j u s t m e n t
(FCRA) o f  $ . 0 0 4 5 7 / K W H .

3. T h e  a v e r a g e  c o s t  to g e n e r a t e  a K W H  at all p o w e r  p l a n t s  
w a s  a p p r o x i m a t e l y  1 . 5 7 4 $  i n  1981, 1 . 7 4 8 $  in 1982, a n d  
1 . 8 9 4 $  in 1983.

I f  y o u  r e q u i r e  a d d i t i o n a l  i n f o r m a t i o n ,  p l e a s e  c o n t a c t  me.

V e r y  t r u l y  yours,

v

T h o m a s  S. K o l a s i n s k i  
G e n e r a l  M a n a g e r

T S K / s m m



E L E C T R I C  A S S O C I A T I O N .  I NC .
GAMBELL AT EIGHTH 

I P.O. BO XU IB  • uAficho/iage. ^APaska 89501 • PHONE:

A p r i l  6, 1982

807 276-; «

TELEX: Chugach AHG 
(080)25 265

■r •.

Mr. Torn S t a u d e n m a i e r  
P. 0. B o x  8 - 8 1 1 0  
A n c h o r a g e ,  A l a s k a  99503 

’ • -• 
D e a r  Mr. S t a u d e n m a i e r :

The B e l u g a  Gas S a l e s ^ A g r e e m e n t  i s . i n  effect until * 
J a n u a r y  1, 1998. . . .

Ch u g a c h  is c u r r e n t l y  p a y i n g  $ . 2 0 1 5 / M C F  and for every 
M C F  a p p r o x i m a t e l y  $.06 is a d d e d  for taxes to the State. 
The last i n c r e a s e  was in 1982 a n d  w i l l  i n c r e a s e  $.01 
for each two-ye ar p e r i o d  t h e r e a f t e r .

V e r y  t ruly yours,

... * .1

. * •
‘*'r . "V  *r •

r

C T : )

• 5  / f y  < //  • u  / > * - < < .  ti*. \
T h oma s S. Kolas inski 
A c t i n g  G e n e r a l  M a n a g e r

T S K / s m n

- t r  v

,..w (...V 7<;>■ it.
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United States 
Department 
of Agriculture

Rural
Electrification
Administration

Washington
D.C.20250

AUG o 6 J982

Hr. Robert C. Johnson, President 
•* Matanus!Electric Association, Inc 

P. 0. E a V.-.8 !
Palmer, Alaska 99645

Dear Mr. Johnson:

A loan in the amount of $1,134,000 from the Rural Electrification and Telephone 
Revolving Fund at an interest rate of 5 percent per annum has been approved for 
your organization on the condition that a satisfactory concurrent loan in the 
amount of $512,000 will be obtained by your organization ..on theNational 
Rural TItllf ties Cooperative Finance Corporation. /•?

—  -*• This loan is to finance the balance of the cooperative's construction program 
included in the "AK6" loan application.

The loan agreement and other documents will be forwarded in the near future for 
execution. This loan is approved with the understanding that the loan agreement 
will be authorized and executed by your organization and returned to us by the 
date which will be set forth in the letter transmitting the loan agreement.

v ,

V. Hunter 
Adm inistrator 
cc:
CFC

Original retai n e d  in Gene ral M a n a g e r ' s  O ffice (master file) 
C opies to: Eoard of D i r e c t o r s

A t t o r n e y  Roger Kemp pel 
General M a n a g e r  

1 A M a n a g e r  of A d m i n i s t r a t i o n
 / Mana ger of M e m b e r  & Public Relations
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AM a t a n u s k a  E lectric A s s o c ia t io n , I n c

P.O. BOX 1148 

PALMER, ALASKA 99645

s i r * * *T E I.E P H C V .-  
(907) 745-3231

October 18 ,  1982

Mr .  Thomas C .  S taudenmaie r
P .  0 .  Box ((08
Eagle R ive r  . Alaska 99577
D ea r  Tom;
Re fe rence : Y ou r  te lephone quest ion to s t a f f  conce rn ing  the  re t irement o f  

REA loans .
P lease unde rs tand  tha t  each y e a r  the Association makes the requ i red  
payments on al l ou ts tand ing  loans .  In that  e f f o r t ,  p r inc ipa l  and in te re s t  
payments  a r e  made on each loan ;  none have p r i o r i t y  o r  must  be paid 
ahead o f  an y  o t h e r ,  except as p rov ided  by due dates d u r in g  the ca lendar  
y e a r .
When making ex t ra  pr inc ipa l payments ,  h oweve r ,  the e a r l i e r  loans must 
rece ive those payments o r  be paid o f f  f i r s t ,  un less a special waiver was 
app roved  by  REA. In o the r  wo rd s ,  e x t r a  p r inc ipa l  payments sent to 
REA would be appl ied to e a r l i e r ,  lower in te re s t  loans unt i l  they were 
el iminated.  I f  loans were  to be paid o f f ,  a 1950 loan would be paid o f f  
be fo re  a 1960 loan .
We hope th is  answers  y o u r  ques t ion .
Si,peep%ly, / I

(  James F .  Palin 
Genera l Manager
BG/mb

A LA SKA 'S  rm S T  H EC - IKCO RfORATEf? ’SA*.-ENERG IZED ISWr

’ . • r • ‘

>
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M atan uska  E lectric A sso ciatio n , Inc.

P.O. BOX 1148 

PALMER, ALASKA 99645

Hf::!

TELEPHONE 
(907) 745-3231

May 19, 1982

Mr. Thomas C .  S taudenmaie r
P. 0 .  Box 408
Eag le R i v e r ,  Alaska 99577
Dear  Tom:

%
In my le t te r  o f  May 13, I adv ised you tha t  we would be send ing you some 
in format ion s epa ra t e l y .  Enclosed a re  copies o f  the invoices and MEA 
checks  fo r  payments  made to Kemppe l ,  Huf fman S G inder  f o r  the fo l lowing 
y e a r s :

YEAR AMOUNT
. 7  --------------- ----------------------

1978 1 , 6 3 2 . 6 4
1979 5 , 7 6 1 . 6 8
1980 1 7 , 4 4 4 . 6 5
1981 4 0 , 8 4 5 . 8 2  r
1982 (paid th r o u gh  4 /82 )  1 4 , 8 3 6 . 9 9

Please note that the re  a re  a total o f  181 cop ies .
T h e r e  appea r1-, to be some quest ions as to y o u r  in tent ions conce rn ing  you r  
$ 20 .0 0  d i r e c t o r  fee for r egu la r  and special boa rd meet ings .  I t was my 
unde rs tand ing  tha t  you do not wish to be re imbursed f o r  mileage when 
you use  y o u r  persona l veh ic le  for B oa rd  au tho r i zed  pu rpo se s  and fo r  
a t tend ing Boa rd  meet ings . It is also my unde r s tand ing  tha t  you  do not 
des i re  to receive any $20 .00  d i r e c to r  fees ,  even though it is al lowed by 
the  Bylaws o f  MEA. I f  we do not hear f rom y ou ,  we wil l  assume that the 
above c la r i f ie s  y ou r  intent ions and ou r  Account ing Se rv ices  Section will 
be so ad v is ed .  I f  my unde rs tand ing  is i n co r re c t ,  p lease advise and we 
will make the app rop r ia te  changes .  A lso , i f  we a re  to issue any payments 
to you as a d i r e c t o r ,  we will need y ou r  social s ecu r i t y  number f o r  
In te rna l  Revenue Se rv ice  pu rposes .
A lso ,  du r ing  you r  visit  to this o f f i ce  on May 14,  you reques ted  the 
monthly kWh consumption h is to ry  fo r  Bob Husted. May I suggest that 
you submit a wr i t ten  reques t  for th is  in fo rmat ion i r  accordance with

A LASKA 'S  FIRST REC-INCORPO RATED  1941-EN ER G IZE D  194? *•
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Kemppel, Huffman SGinder
255 E. Fireweed Lane. Suite 200 

Anchorage, Alaska 99503
Kogt-r K Kemppet 
R ich jrc R. Hutfman 
Peter C. Gtoder 
Ronaid I Baird M a r c h  8, 1982

Telephone 
(907) 277-1604 
(907)276-1605

M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
Post O f f i c e  B o x  1148 
Palmer, A l a s k a  99645

S u b j e c t :  N o t i f i c a t i o n  o f Increase in Billing Rates

• ' ,'■■■ S ' ;  > >. * .. Vv* . . ' T *’■• : 4 -\*C- */. • ;*Attn: Jame s Palin, G e n e r a l  M a n a g e r

This letter is to n o t i f y  you that effective April 
1, 1S*82, an increase  in our h o u r l y  rates for attorney's time 
will be i m p l e m e n t e d  as follows:

* ' v
P a r t n e r s h i p  R a t e s  $100 - $115/hour

A s s o c i a t e  Rates . . . * .............  75 - 90/hour

P a r a l e g a l / L a w  C l e r k  Rates   30 - - 50/hour

We regret the need for increases in p r o f e s s i o n a l  fees, but 
as in all other aspects of the economy, we have also 
realized s i g n i f i c a n t  increased costs for w h i c h  we must 
account. We will c o n tin ue to implement tim e-s a v i n g  p r o c e­
dures which we hope may result in o f f - s e t t i n g  increased 
hourly fees. The fees q u o t e d  above have been broken into 
d i f f e r e n t  c a t e g o r i e s  d e p e n d i n g  upon the d e g r e e  of involve­
ment, expe ri e n c e ,  skiJll, and s p e c i a l i z a t i o n  involved in your 
repres entation.

We will conti n u e  in our efforts to itemize fees and 
costs as c l o s e l y  as p o s s i b l e  and to accord you the best 
p o s sible p r o f e s s i o n a l  service in as inexpe nsive a manner as 
we can. If you have questions, please feel free to contact 
us.

S i n c e r e l y ,

K E M P P E L ,  H U F F M A N  & G I N D E R

1 3 o

Roger R. Kemppel

R RK/jw

A .  V O  /
(  ' ĵ C  V  l J  ( I  *  I .  r\  / » - . •  ^  ^

C ' v l
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1982 CONSULTANTS-FORM 7A

TYPE OF SERVICENAME AND ADDRESS 

Kemppel Huffman and Ginder Legal Consultant

255 East Fireweed Lane 

“ Anchorage, Alaska 99503

AMOUNT-■

. ■ -■ - 
$ 67 ,396

• "  . . . . .  e

;
John R. Snodgrass 

P.O. Box 600 .

Palmer, Alaska 99645

. - . ' i . - . v .•/ -
. • ; • / • : :  •

Dryden and LaRue 

P.O. Box 10-1008 

Anchorage, Alaska 99511

James R. Hendershot 

Box 3-3828 

— v • Anchorage, Alaska 99.501

Theodore Barry and Associates

1520 Wilshire Boulevard

Los Angeles, California 90017

Touche Ross and Associates 

510 L Street Suite 600 

Anchorage, Alaska 99501

Burns and McDonnell

P.O. Box 27-102

Kansas City, Missouri 64180

• ••• .. » . f  } "» X V -< '

Legal Consultant

.

'*■' ’ •, • i; 1 ‘ . ./

Engineering Consultant

. ■ •. Ki -Mia:■■w-Azr.'A 
■ ' ••

Rate Consultant

$ ,  1 6 ' , 2 5 4

$ '4,900

Management Consultant $109,813

v.ertified Public Accountants $ 19,434

cu -. ■i -* ‘

Engineering Consultant $ S.974

■ . .. M { . :
' „ U ; r

■ ' • •> ; -v" ' . • '-,k -.v. •. •• ■« ,?*-».• •



by Cary Virtue i
rime»Writer v .

A group that would coordinate 
electric power planning in South- 
central would be a “ monster”  
that would haunt the utility 
world, critics said Thursday.

In short, neither city officials 
nor representatives from the Ma­
tanuska and Homer electric as­
sociations support creating such 
a board, which was proposed by 
the Chugach Electric Associa- 

. tion early this fall. .• iv /
Specific makeup and duties of 

the joint planning board have not 
;.r  been determined, but Chugach

officials hope the board has some 
muscle to enforce its decisions 
on members. But uncertainty 
over the board's role has created 
fears that Chugach may try to 
dominate the board, a charge 
Chugacn officials deny.

“ The organization they (Chu­
gach) have proposed is neither 

. necessary nor desirable,”  Tom 
Stahr, Municipal Light and 
Power general manager, told 
about 100 people attending a 

V breakfast meeting of the Re­
source Development Council. “ It 

; could well become a monster 
1 that would destroy rational

power planning.”  >  , . ; r; i
Stahr, who said he was ex­

pressing personal opinions, said 
there already are several organi­
zations involved in power plan­
ning, and another one is not 
needed. Such a board could have 
too much power, and it could be­
come expensive for consumers, 
to support, he said. r ■ I

But Joyce Murphy) president 
of the Chugach board of direc­
tors, said Chugach proposed the 
concept for a joint panel to pro­
mote communication between 
the different electrical utilities. | 
For too long, she said, the litUI-

at joint
ties have argued, bickered and 
battled over turf.

“ We need joint planning,”  she 
said. “ We want to cooperate with 
our sister co-ops.”  ■ ’

Al stake is the future role of 
Chugach, the largest cooperative 
in the state with 58,000 retail cus­
tomers. It also soils power to 
both Matanuska and Homer elec­
tric associations.

City utility officials are urging 
Chugach to merge with ML&P, 
though financial implications of 
such a merger have not been dis­
cussed. A joined utility would not 
include Homer and Matanuska

Friday, October 14,1963, The A j^ r a g y T T m ^ ^ Selectric board
electric associations. :

Meanhwile, both Matanuska 
and Homer electric associations 
are urging- Chugach not to 
merge.

Jim Pai.ii, MEA general man­
ager, reiterated Thursday that 
Chugach should transfer owner­
ship and control of Its five power 
plants to a new authority that 
would be responsible for produc­
ing power for the three coopera­
tives. This proposal — known as 
the generation and transmission 
proposal — would not include the 
city's electric utility.

The G&T proposal, however,

i' would give Homer and Mata­
nuska co-ops more say in deci­
sions on how much power to pro­
duce and what rates to charge. 
They also say it would help Cnu- 
gach save money by reducing in­
terest payments it would have to 
make to pay off a $292 million 
deficit. . -
‘ So far, the Chugach board of 
directors has said it ‘does not 
want to merge with the city or 
form a separate G&T authority. 
However, Murphy said that if the 
joint planning board agreed to 
one of those options Chugach 
would be willing to consider it.
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M a t a n u s k a  E lectric A s s o c ia t io n , I n c .
P.O. BOX 1148 

PALMER, ALASKA 99645
TELEPHONE 

(907) 745-3231
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November 11, 1982
NEWS FOR IMMEDIATE RELEASE
FOR FURTHER INFORMATION CONTACT:

Budd Goodyear < y % r 
Manager, Member and PutHic Relations

The Matanuska E lectr ic Association, Inc. (MEA) has received approval 
from the Alaska Public U t i l i t i e s  Commission (APUC) to increase the*wholesale 
power cost component o f  consumers' b i l l s  .713<t per ki lowatt hour 
to 1.39£ per ki lowatt hour on b i l l s  rendered a f te r  November 9, 1982.

This adjustment is necessary because o f  the third quarter 1982 
reconcil iation o f  generation and transmission costs to Chugach E lectr ic 
Association, In c . ,  (CEA) MEA's energy suppl ier , and because o f  MEA's 
share o f  interest and depreciation expense o f  CEA's Beluga 8 generating 
unit which was brought on l ine  September 30. The wholesale power cost 
rate adjustment (WPCRA) is added to the existing interim rate approved 
by the APUC on October 10 when computing energy b i l l s .

The new WPCRA (flow-through) w i l l  a f fe c t  sample b i l l s  as ..cted 
below.
SINGLE PHASE SERVICE H

kWh Before Increase After Increase % Change

100 •1 '•!-** torts* $ 26.01 $ 26.72 2.7
500 50.02 53.58 7.1

1,000 80.03 87.15 8.9

r
:h:ant< )<).*. 1-ri.rMGi': CD 19'.?



kWh
2,000

Before Increase
$129.63

219.87
->r-v. J?.,,- 

" 4,000

THREE PHASE SERVICE (Estimated Demand) 
10,000

. .* ; :c. ,
20,000
50,000

$ 495.50

951.01 

2,317.52

After Increase 
$143.47 

248.35

$ 566.70

1,093.41 

2,673.52

% Change 
1 1 . 0

13.0

14.4

15.0

15.4

)

• ‘ 1 END

C
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ALASKA

SCHOOL BOARD

PRESIDENT 
Jaan BucRr/nn

VICE-PRESIDENT 
Bient Wadswoftn

CLERK 
VI Sche*onb»(o

CLERK PRO TEM 
Bflltyo Davis

TREASURER 
Alyc« Hanloy\'i .fi . ’

ASST. TREASURER 
Jm Robnaon

PARLIAMENTARIAN 
i  PAST PRESIDENT 

Lm  Gotaucn

SUPERINTENDENT 
E (Gene) Davit. Ed D.

ANCHORAGE

SCHOOL DISTRICT
4600 DeBarr Avenue 

Pouch 6-614 
Anchorage, Alaska 99502 

[907] 333-9561

F e b r u a r y  16, 1984

Mr. T h o m a s  G. S t a u d e n m a i e r  

B o x  .1603

E a g l e  Rive r,  A l a s k a  99577 

D e a r  Mr. S ta u d e n m a i e r :

As y o u  r e qu est ed , the f o l l o w i n g  i n f o r m a t i o n  as to the A n c h o r a g e  

S c h o o l  D i s t r i c t ' s  b u d g e t e d  e l e c t r i c i t y  c o s t s  f o r  1983-84 has  b e e n  

s u m m a r i z e d  for y o u r  use. If y o u  n e e d  a n y  a d d i t i o n a l  i n f o r ma ti on  

p l e a s e  c o n t a c t  m e  or M e l v i n  J. G r e a v e s  Jr., B u d g e t  D i r e c t o r  at 

26 9-2351.

B u d g e t e d  E l e c t r i c i t y  C o s t s  

1983 -8 4

A d m i n i s t r a t i v e  an d S u p p o r t  U n i t s  

E l e m e n t a r y  S c h o o l s

S p e c i a l  E d u c a t i o n / S p e c i a l  S e r v i c e s  U n i t s

S e c o n d a r y  Schoo ls

R e s e r v e  for R a t e  I n c r e a s e s

$ 175,450

1, 119,300 

37 ,8 00  

1, 594,000 

95,000 

$ 3 , 0 2 1 , 5 5 0

Th e f o l l o w i n g  s u m m a r i z e s  the b u d g e t e d  e l e c t r i c i t y  b y  source.

C h u g a c h  E l e c t r i c  

M u n i c i p u l  Li gh t and P o w e r  

M a t a n u s k a  E l e c t r i c  

U.S. G o v e r n m e n t  ( On -Ba se  School s)

R e s e r v e  for R ate I n c r e a s e s

$ 980, 90 0

1,458,750 

394,4 00 

92 ,5 00  

2 , 9 26 ,5 50  

95 ,0 00  

$ 3, 0 2 1 , 5 5 0

S in ce re ly ,

E.E. (Gene) Davis, Ed.D. 

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

E E D / M J G / p a
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HCNNCTHJ. KRAM€R
SUPCRINTCNDCNT Of SCHOOLS

December 17, 1982
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C O M M IT T E E  O N  E N E R G Y  AN D  
N A T U R A L  R ESO U R C ES

QlCnUcb $ > la { c &  J & c n a ie

ANCHORAGE O FF IC E * 
7 0 1  C  S r n  e r r .  B o x  1 

( 9 0 7 )  2 7 1 - 3 7 3 3

COM M IT T E E  O N  E N V IR O N M E N T  
A N D  P U B l 1C W O R K S W A SH IN G T O N , D .C . 20510

JUNEAU O FF IC E *
F e d e r a l  B u i l d i n g , B o x  1 6 4 7  

( 9 0 7 )  5 8 6 - 7 4 6 3^ V 'C O M M I T T E E  O N  V E T E R A N S * 
A F F A IR S FA IRBA N KS  O FF IC E *

1 0 1  1 2 t h  A v e n u e ,  B o x  7  
( 9 0 7 )  4 3 2 - 6 2 2 7

January 10, 1983

Mr. T o m  Sta udenmaier 
Direc t o r
B o a r d  of the M a t a n u s k a  Electric A s s o c i a t i o n  
P.O. Box 1603
E agle River, A l a s k a  99577



MEMORANDUM

••

MATANUSKA ELECTRIC ASSOCIATION, INC.
P.O. BOX i i *48 

PALMER, ALASKA 99645

PHONE (907) 745-3231

TO: Joyce

DATE:. April 23, 1982

At the May 4 meeting the new Director's need only pencil in the information underlined
in red. The date o f  hire should be the date they are sworn in . A sample of
beneficiary wording is  attached to each form to ass is t  them in the i r  choice. I w i l l
type the o f f i c i a l  form and have i t  ready f o r  signature at the i r  regular 5/11/82 meeting.
Each Director is  covered by $25,000 24 hours accident coverage and $100,000 Business 
Travel insurance. Our Manager's, O f f ice r 's  & Director's L iab i l i t y  Insurance (M0DL) -OH
coverage is  $10,000,000. Fiduciary Lia b i l i t y  Insurance coverage is $1 ,000,000.______
After enrollment I w i l l  be sending each Director (new) a part ic ipat ion card from NRECA 
indicating the i r  24 hour and Business Travel coverage._________________________

Please return the completed ID card information to me with an indication of where I 
may reach each new Director to make arrangements fo r  the issuance of the ID card.

/^P lease  provide me with a formal copy of the proposition that expanded our Board to 
ji^-i  ̂ 7 members. I w i l l  need to send this to NRECA with enrollments so they can expand our
' c MQDL insurance coverage.

Tom, f o r  your information/ jo

O

C M  1 i«1 L  A  9 / 7 5

4 ‘ %'r. V— >
r/* 'I tvNiV1 / *



THE FOLLOWING DOCUMENT(S) flAY NOT FILM 

LEGIBLY BECAUSE OF POOR QUALITY OF THE 

ORIGINAL.



CC.' .PAitATIYE BALANCE SitEE 
IJ ABILITIES <•/ OTHER CSITDT'

Beginning of
Y d .t *' p n r < o

Preferred Stock Issued 
Capital Stock Subscribed 
Stock Liability for Conversion 
Premium on Capital Stock

Memberships 

Ir.3tallr.snts Received on Capital Stock 
Discount cn Capital Stock 
Capital Stock Expense

Patronage Capital and other equities 

Unappropriated Undistributed Subsidiary Earnings

rcm Associated Ccr.par.ies 
; Torn Debt
d Premium on Long Tern Debt 
d Discount on Long Tern Debt 
Long Terr. Dect

crest Accrued 
ider.de Declared

•or.t i: Accrued Liabilities 
<5c Accrued Liabilities

uustcr.er miv.inuos ;or Construction 
Accumulated Deferred Investment Tax Credits 
Deferred Cains- from Disposition of Utility Plant 
Other Deferred Credits 
Ur.xTortir.ed Cain on Reacquired Debt 
Accumulated Deferred Income Taxes 

Total Deferred Credits



,/t
Annual Report o f ....ttataouska.£.lejc.tr.i.c.Associateess Hunted..H&c-irabec.31,.J98J.

COMPARATIVE BALANCE SHEET
LIABILITIES & OTHER CREDITS

Proprietary Capital
Common Stock Issued
Preferred Stock Issued
Capital Stock Subscribed
Stock Liability for Conversion
Premium on Capital Stock
Other Paid-in Capital
Installments Received on Capital Stock
Discount on Capital Stock
Capital Stock Expense
Retained Earnings
Unappropriated Undistributed Subsidiary Earnings 
Reacquired Capital- Stock

Total Proprietary Capital

Long Term Debt
Bonds
Advances from Associated Companies 
Other Long Term Debt 
Unamortised Premium on Long Term Debt 
Unamortized Discount on Long Term Debt- Ite. 

Total Long Term Debt

Current & Accrued Liabilities
Notes Payable 
Accounts Payable
Payables to Associated Companies
Customer Deposits
Taxes Accruud
Interest Accrued
Dividends Declared
Matured Long Term Debt
Matured Interest
Tax Collections Payable
Miscellaneous Current & Accrued Liabilities 

Total Current h Accrued Liabilities

Deferred Credit:

Customer Advances for Construction 
Accumulated Deferred Investment Tax Credits 
Deferred Cains fre.m Disposition of Utility Plant 
Other Deferred Credits 
Unamortizcd Gain on Reacquired Debt 
Accumulated Deferred Income Taxes 

Total Deferred Credits

Operating Reserves 
Property Insurance Reserve 
Injuries &• Damages Reserve 
Pensions & Benefits Reserve 

Mlscell.ineoi o Operating Reserves 
Total Operating Reserves

Total Liabilities & Other Credits

Beginning of 
Year Balance

$ A,266,733 
61,390

3,766

t * T J 3 T , W

1 * 8 , 8 8 0 , 7 0 6

r r u .8 8 0 .7 0 6

$ 1,318,880

2 , 6 2 1  , i» 8 o

1*31,829
131,796

1 , 2 1 6 , 1 * 6 1

$  1 , 2 1 6 , 1 * 6 1

275,181
I  . 2 7 ^ 1 - 8 1

End of Year 
Balance

$ 5,167,806 
66,970

4,619

$ 5 , 2 5 T W

56,033,509

5 .M33 ,5o£

3,1*1*9,132 C
1*1*3,215
1 3 7 , 8 0 0

T ~ 5 9 ,'6 ?r,Q i*T

, _________  i *8_9^22 .1l
£ **, 51 9 ,371

1,679,750

£..... 'TT679,750'

£

379,579
/

-37-3,-579-C . v

I  6 7 , 8 5 ' 1 T 6 ' 0 r

ii i



Annual R ep o rt o f  PW£.TW.Qi AS.^QQ^v . I^ C i . .  .Y e a r E nded .. p.e.c.e.Hjb.er t3 1 , > 1981

COMPARATIVE BALANCE SHEET

LIABILITIES & OTHER CREDITS
Beg in nin g of 

Ye a r  Balance

End of Year v  

Bala nce

$ 3 , 1 28 ,4 82 $ 3, 729,101

5,258 9,169

-§ ----- 1 7 0 3 7 7 5 0 $ 3, /d8,2/0

$ 563, 00 0 $ 510,000

3 5 , 2 5 3 , 1 5 8 4 0 ,8 09 ,8 83

4 35 ,8 1 6 , 1 5 8 4 41,319,883"

$ 3 , 5 0 0 , 0 0 0 $ 1 , 1 5 0 , 3 2 ^  ,

1,478,426 1 , 3 5 1 , 1 1 V

4 5 2, 53 4 585,970

224,069 233,297

8,877 9,240

32,295 33,636

406.573 434,871
$ 6.1 0 2 . 7 7 4 $ 3.798.451

$ $

212,498 211,511

•J; "212 i'498 ' $ 211,511

$

56,845 48,957

$ 56.845 $ 48,951.

$ 4 5, 32 2 , 0 1 5 $ 49, 11 7 , 0 7 2

Pro pr ie tar y Capital 

Common S t o c k  Issued 

Pr eferred St oc k Issued 

Capit al S to ck  Subscribed 

S t o c k  Liability for Co nversion 

Premi um on Capital S tock 

Other Paid -i n Capital 
Installments Received on Capital S to ck  

Discount on Capital S t ock  

Capit al S t o c k  Expense 

Retained Earnings

Un appropriated Undistributed Subsi di ar y Earnings 

Reacquired Capital- Stock
Total Proprie ta ry  Capital

l ong Ter m Debt

Bonds

Advances from Associ at ed  Companies 

Other Long Te r m  Debt 
Unamortised Prem ium  on Long Term Debt 

Unamortized Discount on Long Ter m D e b t -  Dr.

T ot al  Long Term  Debt

Curre nt & Accrued Liabilities 

Note3 Payable 

Accounts Payable

Pa yables to Associated Companies

Cus tomer Deposits

Ta xe s Accrued

Interest Accrued

Di vidends Declared

Matured Long Te r m  Debt

Matured Interest

T a x  Collections Payable
Miscellaneous Current & Accrued Liabilities 

Tot al  Current h  Accrued Liabilities

Deferred Credits 

Cu st om er  Advances for Construction 

Accumulated Deferred Investment T a x  Credits 

Deferred Cains from Disposition of Utility Plant 

Other Deferred Credits 
Una mo rtlzcd Cain on Reacquired Debt 

Accumulated Deferred Income Taxc>3 

Total Deferred Credits

Operating Reserves 

Property Insurants Reserve 

Injuries & Damages Reserve 
Pensions & Benefits Reserve 

Miscellaneous Operating Reserves 

Total Operating Reserves

Total Liabilities & Other Credits



Anr.ual Report of Year Ended

COM PA RA TIV E B A LA NC E SHEET 

ASSETS Aim OTHER DEBITS

Beginning of End of Yea r
Ye a r  Balance Balance

Ut i li ty  Plant
Utility Plant $ 12 2, 326 ,3 36 $ 12 5,7 36 ,8 05
Construction W ork in Progress 938. 918 816,4 79

Total Utili ty  Plant 3 12 3, 26 5, 254 3 1 26 ,553,284
Lesss Accum, Pr ovision for Depreciation, A m o r­

tisation, and Depletion 20, 36 9 , 8 1 6 23 ,5 2 0 , 4 8 4

Net Utility Plant 3 102,895 ,4 38 3 10 3, 03 2, 800

Utility Plant Adjustments I 1

Other Property &  Investments

Non-utility Property (Net)
* 124,330 £ 124,330

Investment in Associated Companies 1,'993,976 2, 2 4 8 , 3 9 9

Investment in Subsidiary Companies

O t h e r  Investments 1,000 1,000

Special Funds 316,443 4 1 7 , 6 4 6

Total Other P rop er ty  & Investments 3 2 , 4 3 5 , /4y '3"" 2, 791; 375

Current & Accrued Assets

Cash $ 1,852,955 $ 4, 8 1 0 , 5 5 1

Special Deposits 4,655
Working Funds 5 ,2 00 5 ,2 50
Temporary Gish Investments 799,997
Notes Accounts Receivable (Net) 5, 3 7 8, 61 2 5, 6 8 2 , 1 5 5
Receivables from Associated Companies

Materials & Supplies 3, 529,011 3, 7 7 8 , 2 6 3
Prepayments

164,510 73,146
Interest L. Dividends Receivable
Rents Receivable

Accrued Utility Revenues

Mlscellar.-'oum Current ct Accrued Assets 109,729 96 ,5 90

lotal Current it Accrued Assets v 1 I,844,669. . $ 14,44 5, 955  . _

Deferred Debits

Unamortised Debt Expense 3 3
Extraordinary Property Losses
Preliminary Uurvoy L Investigation Charges A/ C 183 4 3 1 , 5 9 0 201,794

Clearing Accounts 184 1,015 (9,245)

Temporary Facilities 186 21 0 ,1 15 153,361

Miscellaneous Deferred Debits

Deferred Losses from Disposition of Utility Plant

Research L Development Expenditures
Unamortlscd Loss on Reacquired Dobt

Accumulated Deferred Income Taxes
Total Deferred Debits

Total Assets L O ther Debits

s 6 4 2 , 7 2 0  

3 11 7,8 18 ,5 76  1

j; ... 34‘3_,'910 ■ ■



JDIAK ELECTIciC ASEOEIATIC:!, lilC.
An nu a l  Report o f .........................  .Year Ended.

12/31/82

COMPARATIVE BALANCE SHEET
LIABILITIES & OTHER CREDITS

<

Pro p r i e t a r y  Caoital

Common S t o c k  Issued

P r e fe rr ed  S t o c k  Issued

C a pi ta l S t o c k  Subscr ib ed

S t o c k  Liability for Conve rs io n

P r em iu m on Capita l S t o c k

O th er  Paid -i n Capit al
Installments Re ceived on Capi tal  S t oc k

Discoun t on C a p it al  S t o c k

Ca p i t a l  S t o c k  Expense
Retaine d Earnings

Una pp ro pri at ed  Undist ri but ed  S ub si di ary  Earnings 

Reacquired Capital- S to ck

To ta l Pr op rie ta ry  Capital

Lon g Te r m  Debt

Bonds

Advances from A s so ci at ed Companies 

Other L ong T e r m  Debt 
Unamortised P r e miu m on Long Term Deb t 

Unamor ti ze d Discount on Long T e r m  D e b t -  Hr. 

T o t a l  Long T erm Debt

Curr ent  &  A c cr ued  Liabilities

Notes Payable 

Accounts Payable

Pa yables to A ssociated Companies

C u s t o m e r  Deposits

T a x e s  Accrued

Interest Accrued

Div id en ds Declared

Matu red  Long T e r m  Debt

Matured Interest

T a x  C ollections Payable
Miscellaneous Current & Accru ed  Liabilities 

Total Current & Accrued Liabilities

D eferred  C re d its
Cus t o m e r  Advanc es  for Construction 

Accumulated Deferred Investment T a x  Credits 
Deferred Cains from D isposition of Util it y Plant 

Other Deferred Credits 
Unamortized Cai n on Reacquired Debt 

Accumulated De ferred Income Taxes 

Total Deferred Credits

Operating Reserves 

Pro perty Insurance Reserve 
Injuries & Damages Reserve 
Pensions & Benefits Reserve 

Miscellaneous Op er ati ng  Reserves 

Total Operating Reserves

Total Liabilities & Other Crcditr

1] 1

Beg in nin g of 

Ye a r  B ala nc e

2 ,2 1 4 ,7 1 4

4 7 ,0 2 6

$ 2 ,2 6 1 ,7 4 0

1 7 ,4 3 4 ,8 4 0

$ 17 ,~43~478f4TT

5 5 0 ,0 0 0
7 8 1 ,2 2 8

72 ,5 0 5
6 4 ,7 9 6

9 ,7 2 9

177
1 9 2 ,6 1 5

15 ,5 8 7

8 5 ,4 1 9

T0I7O D6-

6 2 .6 8 9
,62..689-

■ 2F ,531 ,325

En d of Year  

Balance

$ 2 ,1 9 9 ,9 3 8

4 8 ,4 2 1

2 ,2 4 8 ,3 5 9

1 5 ,0 1 3 ,7 2 2

15,(J1T,T22"

2 ,9 4 9 ,5 6 6 ^  y
7 3 9 ,5 8 3 ^

97 ,7 0 5
70 ,2 8 4

2 0 ,6 3 7
_______ 2 25 ,50 7

$ A1103 282"

4 ,1 5 4 ,1 8 0

96 ,3 1 4

$ 4 ,2 5 0 ,4 9 4 "

172_1986.
172 ,9861 . -v )

$  2 5 7 7 B 8 7 M 3 -



A n n u a l  R e p o r t  of BA ro rUTTL ITM D  tlE (m tOOPER !fflte . INKY e a r  Ended.
u 3 1 iy « i

P r o p r i e t a r y  C a p i t a l  

C o m m o n  S t o c k  Issued 

P r e f e r r e d  S t o c k  I ss u e d  

O t h e r  Pald-ir C a p i t a l  

I n s t a l l m e n t s  R e c e i v e d  on C a p i t a l  S t o c k  

D i s c o u n t  on C a p i t a l  S t o c k  

C a p i t a l  S t o c k  E x p e n s e  

R e t a i n e d  E a r n i n g s

U n a p p r o p r i a t e d  U n d i s t r i b u t e d  S u b s i d i a r y  E a r n i n g s  

R e a c q u i r e d  C a p i t a l  S t o c k  

N o n c o r p o r a t e  P r o p r i e t o r s h i p  

T o t a l  P r o p r i e t a r y  C a p i t a l

L o n ?  T e r n  D e b t

B o n d s

A d v a n c e s  fro m A s s o c i a t e d  C o m p a n i e s  

O t h e r  L o n g  T e r m  D e b t  

U n a m o r t i z e d  P r e m i u m  on L o n g  T e r m  D e b t  

U n a m o r t i z e d  D i s c o u n t  on Lo n g  T e r m  D e b t -  Dr.

T o t a l  L o n g  T e r m  D e b t

C u r r e n t  &  A c c r u e d  L i a b i l i t i e s  

N o t e s  P a y a b l e  

A c c o u n t s  P a y a b l e

P a y a b l e s  to  A s s o c i a t e d  C o m p a n i e s  

C u s t o m e r  D e p o s i t s  

T a x e s  A c c r u e d  

In te r e s t  A c c r u e d

P t h e r  C u r r e n t  &  A c c r u e d  L i a b i l i t i e s
Total C u r r e n t  & A c crued L i a b i l i t i e s

D e f e r r e d  C r e d i t s  

C u s t o m e r  A d v a n c e s  for  C o n s t r u c t i o n  

A c c u m u l a t e d  D e f e r r e d  I nve s t m e n t  T a x  C r e d i t s  

D e f e r r e d  C a i n s  from D i s p o s i t i o n  of  U t i l i t y  P l a n t  

O t h e r  D e f e r r e d  C r e d i t s  

U n a m o r t i z e d  G a i n  on R e a c q u i r e d  D e b t  

A c c u m u l a t e d  D e f e r r e d  Income T a x e s  

T o t a l  D e f e r r e d  C r e d i t s

O p e r a t i n g  R e s e r v e s  

P r o p e r t y  I nsurance Rese rv e 

In juries <£ D a m a g e s  Reserve 

P e n s i o n s  &  B e n e f i t s  

M i s c e l l a n e o u s  O p e r a t i n g  R e s e r v e s  

T o t a l  O p e r a t i n g  Res e r v e s

T o t a l  L i a b i l i t i e s  &  O t h e r  C r e d i t s

r

TS f
B e g i n n i n g  of E n d  of  Yea::

Y e a r  B a l a n c e B a l a n c e

$  2 3 , 2 7 5 $  2 5 , 8 5 0

0 0
9 6 9 , 0 7 6 2 , 9 8 9 , 3 7 1

0 0 ft
0 0
0 0

6 6 7 , 1 8 6 1 , 3 2 4 , 3 5 9  jj
0 0
0 o  i
0 0

$  1 , 6 5 9 / 5 3 7 $  4 , 3 3 9 , 5 8 0

$ $

$ 0 o

$ 0
6 9 , 1 8 9 4 4 7 , 8 7 5  (  I I

0 °V |

2 1 , 8 6 3 3 0 , 9 8 8  j;S

2 9 , 8 3 4 3 7 , 7 7 6  |
0 0 1

2 9 , 6 2 0 7 6 , 5 8 2  p
S 1 ^ 5 0 6 S 593 f 221_ J

$ 1 1 2 , 3 7 3 $ 4 3 , 3 9 2  p
0 0 if
0 0 $

2 4 0 , 8 5 9 0 R
0 0 1
0 0 $,

U 3 5 3 . 2 3 2 $  4 3 . 3 9 2  V!|]

$

•

$ 0 $ U

$ A ,l b J ,2 /b $  4 , 9 7 6 , 1 9 3
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Alaska Vi l lage Electr ic 
Ann u a l  Report o f . . . . . c.0“ R ^ a t i y e , . I i K . ............Ysar Ended. . . .  December .31., _]?81

C OM PA RA TI VE B A LA NC E SHEET

TS I  i
B e g inn in g of 

Y e a r  Balance

E n d  of Yea r V ' 
Balance

$ 17,475.
1,480,868.( 82 ,832 . )

5,466,040.

$ 15,845. 
1,398,035. 782,310.

5,466,040.

4 6 .881,551. $ 7.662.230.

$

16,235,945.
$

16,861,165.

i lb ,23b ,y4b. ' $ 16,861,165.

$ -0- 
185,169. 
-0-

410.
10,867.

618.186,431.

$ -0- (
469,990. v  
-0-

450.
194,332.

-0-
-0-$ 383,495. $ 664,772.

$ 456. 
-0- 
-0-

$ 456. 
-0- 
-0-

( 5 ,702 . )

$ 456. $ (  5 .246 . )

$ $

f
% $ (V
.422,501,447. . _S5.182.921.

P ro p r i e t a r y  C a pi ta l 

Common S t o c k  Issued - Memberships 
P r e fer re d S t o c k  Issued - Pat. Cap. & Cur. Year Marg.. 
Capital S t o c k  S u bsc ri be d - Operating Margins 
S t o c k  Liability for Co nve r s i o n  

Premi um on Capi ta l S t o c k  

Other Paid -i n Capit al  
Installments Received on C a pi ta l S t o c k  

Discount on C ap ita l S t o c k  

Capital S t o c k  Expense 

Re tained Earnings

Unappro pr ia ted  Undistr ib ut ed  S u b s i d i a r y  Earnings 

Reacquired Capital- S t o c k

T ota l P r o p ri et ar y Capital

Long Te r m  Debt

Bonds

A dv an ce s from A ss oc i a t e d  Companies 

Other Lon g Te r m  Debt 
Unamortised P r e m i u m  on Long T e r m  D ebt 

Unamor ti ze d Di sco un t on L o n g  T e r m  D e b t -  Bf.

T ot al  Long T er m  Debt

C u rr en t &  A ccr ue d L iabilities 

Notes Payable 

Accounts Payable

Payable s to A s so ci at ed C o m p an ie s

C us t o m e r  Deposits

T ax es  Accru ed

Interest Accrued

D iv idends Declared
Matured Long Te r m  Debt

Matured Interest

T a x  Collections Payable
Miscellaneous Curr en t & A cc rue d Liabilities 

Total Current &  A c c rue d liabilities

Deferred Cred its

C u s t o m e r  Ad vances for Con st ruc ti on  

Accumulated Deferred Investment T a x  Credits 

Deferred C ain3 from D is position o f  Util ity  Plant 

Other De ferred Credi ts  
Unamortized C ain on Reacquired Deb t 

Accumulated De fer re d Income Ta xe s 

Total Deferr ed  Credits

O pe rating Reserves 

Pr operty Insurance Reser ve  

Injuries & Damage s Reserve 
Pensions U Ee nefits Reserve 
Miscellaneous O perating Reserves 

Total Operating Reserves

Total Liabilities & Other Credits



Annual Report of . C O B P e K  .VsOl'SY. flie.c.t;*. JA9«Yeax E nded.. .D?.ceraber .31, 1 9 8 1

C O M P ARA TI VE  B A L AN CE SHEET

LIABILITIES & OTHER CREDITS____________________ _______ _______

B e g i n n i n g  of 1 End  oi Year

Propri et ar y Capital 
Common St oc k Issued 

Pre ferred S to ck Issued 

Capital Stock Subscribed 

St oc k Liability for C onversion 

P r em iu m on Capital S t o c k  

Oth er  Paid-in Capital 
Installments Received on Capit al  S t ock  

Discount on Capital S t o c k  

Capit al Sto ck  Expense 
Retaine d Earnings

Unappropriated Undistributed S u bs idi ar y Earnings 
Reacquired C a p i t a l  S tock

Total Proprietary Capital

Lon? Ter m Debt

B o r .d s
Advances from Associated Companies 

Other Long Term Debt 

Unamortised Premium on Long Term Debt 

Unamortized Discount on Long Term D e b t -  Of.

Total Long Term Debt

Current & Accrued Liabilities 

Notes Payable 

Accounts Payable

Payables to Associated Companies

Cu stomer Deposits

T a x e s  Accrued

Interest Accrued

Dividends Declared
Matured Long T e r m  Debt

Matured Interest

T a x  Collections Payable

Miscellaneous Current & Accrued Liabilities 

Total Current & Accrued Liabilities

Deferred Credits 

Cu st om er  Advances for Construction 

Accumulated Deferred Investment T a x  Credits 

Deferred Cains from Disposition of Utili ty Plant 

Other Deferred Credits 

Unamortizcd Cain on Reacquired Debt 

Accumulated Deferred Income Taxes 

Total Deferred Credits

Operating Reserves 

Property Insurance Reserve 
Injuries & Damages Reserve 
Pensions & Benefits Reserve 

Miscellaneous Operating Reserves 
Total Operating Reserves

Total Liabilities & Other Credits

Y e a r  Bala nce Balance

$ 9,490 $ IV ,775

-0- -0-

-0- 
— fi —

- 0 -

u
-0-

'U
-0-

2,608 2,643
-0- -0-

-0- -0-

-0- -0-

776, 860 435,404

- -0- ' -0-
- n - -0-

$ - 788,-9-58 - $ 4 4 7 R ? ?

$ -0- $ -0-

-0- -0-

39 , 7 3 8 , 8 6 3 75,6 32 ,6 64

-0- -0-

-0- -0-
$ 3 9 , 7 3 8 , 8 6 3 $ 75 .6 3 2 ,6 64

$ - o - $ -0- (
2 0 ,6 01 , 5 5 9 3 , 5 7 7 , 2 0 1 ^

-0- -0-

18 2, 62 0 183,875

114, 685 -0-

-0- -0-

-0- -0-

-0- -0- .

-0- -0-
-0- -0-
- n - 186,888

Jp_20,5 8 8, 86 4 $ 8 ,8 8 8 ,0 1 6

$ - o - $ -0-

- o - -0-

-0- -0-
20,270 50,350

-0- -0-
-0- -0-

20,270 $ 50,3.80

$ -0- $ -0-

-0- - o -
-0- -0-

...... -0- -0-1ci $ -0- (

•P.61, .4 4 6. ,_9_5. 5___ 1_8 .Q , 0.2 8_, 85.1
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. . . . . .  NUSHAGAK ELECTRIC COOPERATIVE, INC. . 1no.
* '♦ A n n u a l  Re por t o£ ...............  Y e a r  Ended ...D.e.c.e.nIb®C.?!.».!??].

STATEMENT OF INCOME FOR THE YEAR

O p e r a t i n g  Rev enues 

O p e r a t i n g  Expenses

. O p e r a t i o n  & M a i n t e n a n c e  E x p e n s e  (List D et a i l  Belov;) 

Depr. &  Anort. E x pe ns e .

Taxes O t he r T h a n  Income Ta xe s 

Income Ta xe s - F e de ra l

T M W r f y INCOME DEDUCTIONS
(Gain) or Loss on D i s p o s i t i o n  of U t il it y Plant 

T o t a l  U t i l i t y  O pe r a t i n g  Expens e 

Net  Util ity  Op e r a t i n g  Income

O th er  Income

N o n - u t i l i t y  Income (Scheduled)

Other Income D ed uct io ns

M i s c . . N o n - u t i l i c y  Deductions (Scheduled)

I nt e r e s t  Charges

In te re st  on Long T e r m  Debt 

O t h e r  I nt erest Expense 

T o t a l  Interest Charge;

E x t r a o r d i n a r y  Items

E x t r a o r d i n a r y  Income or (Deductions)

N E T  INCOME

- c -

Amount f o r  
Year

$ 1.573.665
§ 1,297,525 

143,093 
3,935 
- 0-  
1,255 
- 0 -

$ 1 ,445,808"
$ 127,857

2,481
"27790'

64,887 
5,267 ) 

59,620

67,928

I n c r e a s e  o r  (Deere.i 
From P reced in

304,322
.-cedir /' ’̂ ,

T O O  V -

$ 233,2r l 
37,833 

167 
- 0 -  

1,205 
- 0 -

$ 27?','466~
$ 31,856

$ 1,306
77790“

17,231
191

17;422"

$ 12,950

EL E C T R I C  OP E R A T I N G  &  M A I N T E N A N C E  EXPENSES

Pr od u c t i o n  Expense

Sup e r v i s i o n  &  Labor $ 246,473 $ 56,982
Fuel 764,288 158,554
Supplies &  E xp enses 51,743 12,824
Repai rs of Other P ow er  P r o d u c t i o n  Plant

pu r c h a s e d  Power

O th er  E xp enses 21,128 ( 1,371)
To ta l Pr od u c t i o n  Expen se s $ 1,083 ,b3E $ zzb.yay

T r a n s m i s s i o n  &  Di str i b u t i o n  Expenses

Sup e r v i s i o n  &  Labor $ 35,866 ($ 3,084 )
Supplies &  E xp en ses 8,141 ( 985 )
T r a n s p o r t a t i o n  Expenses (Included as Payrol l Overhead)

Total T r a n s m i s s i o n  & D i s t r i b u t i o n  Expenses $ 44,007 ($ 4 , 0 6 9 )
General Expenses

A d m i n i s t r a t i v e  & Gener al  S al aries $ 113,855 $ 24,579
Off ic e Supplies &  Expenses 7,240 18
O u ts id e Services Employed 12,165 ( 1,142 )
Insurance Expense 3,234 ( 902 )
E m p l o y e e  Pension &  Benefits

Re gu la to ry C o m m i s s i o n  Expenses 1,095 ( . 7,510 )
Mis c e l l a n e o u s  General Expenses 31,328 1,81 3(
Un c o l L c c t a b l c  Accounts 969 ( 6,515\

Total Genera l Expenses $ 169,886 $ "70 ,341"^-
T O T A L  O P E RA TI ON  & M A I N T E N A N C E  E X P E N S E S $ 1,257,925 $ 233,261

7



CORPORATIONS AND ASSOCIATIONS

rjSvoi- A Cooperative Act.C h a p te r  2 5 .
Article
1. Substantive Fcovhionn (J>§ 10.25.010~l0.23.-J3tD 
J . Merger end Consolidation -(•?§ VJ.25.2-10— ’ 0.23 I '0 

DiSfoV.tion (§§  10.25.310 -lifctt.ftjO)
4. Biiice’ilnncotis Provisions Vfw.w;..' '-370—10.25.00],
5. General provisions (§§ lO.'-'S.'Dt* 10.?".C0o) r '~
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Pro pr ie tar y Capital 

Co mm on  S t o c k  Issued 

Pref er red  S t o c k  Issued 

Capit al S t o c k  Subscribed 

S t o c k  Liability for C onversion 

Premi um on Capital S tock 
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Installments Received on Capital Stock 
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Retained Earnings
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Miscellaneous Current Sr. Accrued Liabilities 
Total Current &  Accrued Liabilities

Deferred Credits 

Cus t o m e r  Advances for Construction 

Accumulated Deferred Investment T a x  Credits 

Deferred Cains from Disposition of Utility Plant 

Other Deferred Credits 

Unamortlzed Gain on Reacquired Debt 

Accumulated Deferred Income Taxes 

Total Deferred Credits

Operating Reserves 

Property Insurance Reserve 
Injuries & Damages Reserve 

Pensions <5c Benefits Reserve 

Miscellaneous Operating Reserves 
Total Operating Rescrvea

Total Liabilities & Other Credits

TS (  '
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$ $

4 , 3 3 6 4 ,336

[1,681,714] [1,599,141]

$ [1,677,378] $ 1 , 5 9 4 , 8 0 5 1

$ $

6 , 0 9 6 , 3 2 4 6 , 0 1 0 , 4 3 9

$ 6 , 0 9 6 , 3 2 4 $ 6 , 0 1 0 , 4 3 9

$ 5, 060 $ 5,061 (  '
72,561 2 4 0 , 9 7 5  V

-0- -0-
6 , 5 6 0 9 ,430

24 , 6 2 0 -0-

-0 - -0 -

114, 39 3 59,010

$ 223,194 $ 314, 47 6

$ $

3 2, 3 8 2 27,059

$ 32 , 3 8 2 $ 27,0 59

$ $

$ -0- $ -0-  (
-

$ 4 , 6 7 4 , 5 2 2 $ 4 , 7 5 7 , 1 6 9
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10.25.020 A l a s k a  St a t u t e s § ! 0.25.0:50

(9) become a member o f other cooperatives or corporations tv 
own stock in them ;

(10) conduct its business and exercise, its powers inside or out­
side the state;

(11) adopt, amend and repeal by laws;
(12) make all contracts necessary, convenient or appropriate lbr 

the full exercise o f its pow ers;
(13) do and perforin any other act and thing, and have ar.d ex­

ercise any other power which may be necessary, convenient or ap­
propriate to accomplish the purpose for which the cooperative is 
organized. (§ -1(1) eh 93 SLA 1959)

Sec. 10.25.020. Powers o f cicctric cooperative. An electric coop­
erative may

(1) generate, manufacture, purchase, acquire, accumulate and 
transmit electric energy, and distribute, sell, supply and dispose of 
electric energy to its members, to governmental agencies and po­
litical subdivisions, and to other persons not exceeding .10 per cent 
o f the number o f ils members; however, a cooperative which .ac­
quires existing electric facilities may continue service to pr.raon.?, 
not in excess o f 40 pi • cent o f the number o f  its members, who are 
already receiving set vice from these facilities without requiring 
them t :> bee jr.-* members, and these persons may become members- 
upon the term-. :.s may be prescribed in the bylaws?:

(2) assist persons to whom electric energy is or will be supplied 
by the cooperative in wiring their premises and in acquiring and 
installing electrical and plumbing appliances, equipment, fixtures 
and apparatus by financing them, and in connection with these serv­
ices wire or have wired the premises, and buy, acquire, lease, sell, 
distribute, install and repair cioclric and plumbing appliances, 
equipment, fixtures ancl apparatus;

(3) assist persons to whom electric energy is or will be supplied 
by the cooperative in constructing, equipping, maintaining and op­
erating electric cold storage or processing plants by financing them 
or otherwise. (§ 4 (2 ) ch 93 SLA 1959)

Sec. 10.25.030. Powers of telephone cooperative. A lelepi * r e ( j- 
operative may

( ! )  furnish, improve and expand telephone service to i..t m em ­
bers, and to other user not in evcoss of 10 per cent o f the number 
o f its members; however, telephone service may lie made availa­
ble by a cooperative through interconnection o f facilities to any 
number o f subscribers o f other telephone systems, and through 
pay stations to any number o f users, and a cooperative which re ­
quires existing telephone facilities may continue service to per­
sons, not exceeding 40 per cent of the number o f its members, who 
are already receiving service from the facilities without requiring
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thorn to  become members, ami these persons may become members 
upon terms as may be prescribed in the bylaws;

(2 ) connect and interconnect its telephone lines, facilities or 
system s with other telephone lines, facilities or systems;

(3 ) make its facilities available to persons furnishing telephone 
service inside or outside the state. (§ 4 (3 ) ch 93 SLA 1.959)

Sec. 10.25.010. Name. The name o f a cooperative shall include 
the words “ oloctriell or "telephone,”  as appropriate to its purpose, 
and "cooperative,”  and the abbreviation “ inc.”  The name o f a co­
operative shall be distinct from the name o f other cooperatives or 
corporations organized under the laws o f or authorized to do busi­
ness in this state. This section does not apply 1o a corporation 
which becomes subject to this chapter by compliance with §§ 290 
and 300 or COO o f this chapter and which elects to retain a corpo­
rate name w hich docs not comply with this section. (§ 5 ch 93 
SLA 1959)

Sec. 10.25.050. Incorporators. Five or more persons, including 
cooperatives, may organize a cooperative. (§ 6 ch .93 SLA 1959)

Sec. 10.25.050. Articles o f incorporation, (a) The articles of in­
corporation o f  a cooperative shall recite that they arc executed 
under this chapter and shall state

(1) the name o f  the cooperative;
■(‘J) the address o f its principal office;
(3 ) the names and the addresses o f the incorporators;
(4 ) the names and addresses of its directors.
(b ) The articles may contain any provisions not inconsistent 

with this chapter which are considered necessary or advisable for 
the conduct o f  its business. The articles shall be signed by each in­
corporator and acknowledged by at least two o f the incorporators, 
or on their behalf, >f they arc cooperatives. It is not necessary to 
recite in the articles the purpose for which the cooperative is or­
ganized or any o f its corporate powers. (§ 7 ch 93 SLA 1959)

See, lft.25.97(171 >via wsT 'fl to board of directors shall admit the ^  
first bylaws o f  a cooperative to be adopted following an incorpora­
tion, conversion, merger or consolidation. Thereafter the members 
shall adopt, amend or repeal the bylaws by the nllirinativp vote o f 
a m ajority o f  those members voting on the adoption, amendment 
or repeal at a meeting o f the members. The bylaws shall set forth 
the rights a.id duties o f  members and directors and may contain 
other provisions for the regulation and management o f the affairs 
o f the cooperative not inconsistent with this chapter or with its 
articles o f  incorporation. (§ 8 ch 93 SLA 1959)

Sec. 10.25.030. Members. Each incorporator of a cooperative 
shall be a member of the cooperative. No Aliev person may become
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a member unless he agrees to use electric energy, or telephone 
service, or other services furnished by the cooperative when they 
are made available through its facilities. Membership in a coop­
erative is not transferable, except as provided in the bylaws. The 
bylaws may prescribe additional qualifications and limitations on 
membership. (§ 9 ch 93 SLA 1959)

Sec. 10.25.090. Meetings of mem born, (a) An annual meeting of 
the members of a cooperative shall be held at the time and place 
provided in the bylaws.

Sec. 10.25.100. Notice o f meetings. Except as otherwise provided 
in this chapter, written notice stating the lime and place o f each 
meeting o f the members and, in the case of a special meeting, the 
purpose or purposes for  which the meeting is called, shall be given 
to each member, either personally or by mail, not less than 20 days 

r. -i> days before the date of the meeting. I f  mailed,

r \

nor more
nonce is consKiereu given when it is deposited in the United States 
mail with postage prepaid addressed to the memhc- at his address 
as it appears on the records o f the conj erative. (§ 10(3) ch 93 ST.A 
1959)

Sec. 10.25.110. Quorum requirements. Unless the bylaws pre­
scribe the presence o f a greater percentage or number o f the mem­
bers for a quorum, a quorum for the transaction o f business at all 
meetings o f the members o f a. cooperative having not more than
1,000 members is 5 per cent o f all members, present, in person, and 
p. quorum for the transaction o f business of the members o f a co­
operative having more than 1,009 members is 50 members, present 
in person. ) f  less than a quorum is present at a meeting, a m ajor­
ity o f those present, in person may adjourn the meeting from  time 
to time without further notice. (§ 10(4) ch 93 SLA 1959)

Sec. 30.25.120. Voting. Each member is entitled to one vote on 
each matter submitted to a vote at a meeting o f I he members. 
Voting shall be in person, but, if the bylaws so provide, may also 
be by mail. (§ 10(5) ch 93 SLA 1959)

Sec. J0.25.130. Waiver of notice. A person entitled lo notice of 
a meeting may waive notice in writing either before or after the 
meeting. Attendance at a meeting is a waiver of notice of the meet­
ing, unless the person attends solely to object to the transact ion 
o f business because the meeting lias not been legally called or con­
vened. (§ 11 ch 93 SLA 1959)
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riec. 10.25.1-10. L'oard ol' directors. The business o f a cooperative 
shall be managed by a board of not less than five directors, each 
o f  whom shall he a member o f the cooperative or of another coop­
erative which is a member o f it. The bylaws shall prescribe the 
number of directors, their qualifications other lhan those prescribed 
in this chapter, and the manner o f holding meetings o f the board 
o f  directors and o f  electing successors to directors who resign, die, 
or are other wise incapable of acting. The bylaws may provide for 
the removal o f  directors from office and for the election o f their
successors. Directors shall not receive salaries for the services as
directors and, except in emergencies, shall not receive salaries for 
their services in any other capacity without the approval o f the 
members. The bylaws may, however, prescribe a fixed fee for a t ­
tendance at each meeting o f the board of directors and may pro­
vide for reimbursement o f actual expenses o f attendance. (§ 12(1) 
ch 33 SLA 3959)

Sec. 10.25.150. Term of office o f  directors. The directors o f a co­
operative named in articles o f incorporation, consolidation, merger 
or conversion hold office until the next annua! meeting of the mem­
bers and until ihmr successors are elected and qualify. At each an­
nual meeting, or in case of failure to hold the annual meeting as 
specified in the bylaws, at a special meeting called for that purpose, 
the members shall elect directors to hold ollice until the next an­
nual meeting o f the members, except as otherwise pr vicc .i in this 

.chapter. Each director holds office for the term for which he i-> 
elected and until his successor is electee; and qualifies. {§ 12(2) 
ch 33 SLA 1.959)

See. 3.0.25.100. Staggered to m s  of office for directors. Instead 
o f electing • 11 directors annually, the bylaws may provide that di­
rectors £btill be elected for terms not to exceed three years, or un­
til '.heir successors are elected and qualify, and that the terms o f 
directors .shall be staggered so that one-third o f  the directors, or 
a r -.unber as clone to one-third as possible, shall bo elected at each 
annual meet ing. (§ 12(3) c h 93 SLA 1959)

Sh e. 10.25.170. Quorum of board. A majority o f the board of di- 
rC"'tors .o i' itulcs a mumun. 12(d) c.li 93 SLA 1950)__________

See. 10.25.180. General powers o f board. The hoard o f directors 
may exercise all o f  the powers o f a cooperative not conferred upon 
the. members by this chapter, its articles o f incorporation or its by­
law s. .12(3) ch 93 SLA 1959)

S'cc. 10.25.31/0. Districts. The bylaws may provide for the divi­
sion o f the territory served or to bo served by a cooperative into 
tv-*;* or more districts for any purpose, including, without limitn- 
ti"a., the nomination and election o f directors and the election and

30 a
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functioning o f district delegates. These delegates, who shall ba 
members, may nominate and elect directors. The bylaws shall pre­
scribe the boundaries of the districts, or the maimer o f establish­
ing the boundaries, and the manner o f changing the boundaries, 
and the manner in which the districts function._No member at. any 
district.me.e.ting. and no district delegate al any meeting may vote 
by proxy or bym ajb . (§  13 ch 03 SLA 1959)

Sec. 10.25.200. Officers. The officers o f a cooperative arc a presi­
dent, a vice president, a secretary and a treasurer. The officers 
shall be elected annually by the board o f directors from among 
i 's  members. When a person holding an office ceases to be a di- 
. -d o r , he ceases to hold office. The offices of secretary and of 
treasurer may be held by the same person. The board or diiec- 
tors may elect or appoint such other officers, agents, or employ­
ees as it considers necessary or advisable and shall prescribe tin* ;- 
powers and duties. An officer, may be removed from office and l:is 
successor elected in llic maimer prescribed in lb.?” bylaws. (§ '!•! 
cli 93 SLA  TUUUJ' ~

Sec. 10.25.210. Amendment of articles of incorporation. A c:>- 
operative may amend its articles o f incorporal ion a.s follows, ex­
cept that it may change the location o f its principal office in the 
manner .set, forth in § 230 of this chapter.

(1) The proposed amendment shall be presented to a meeting 
of the members, and the notice of the meeting shall set. forth o; 
have attached to it the proposed amendment.

(2) If the proposed amendment, with any changes, is approved 
by the affirmative vote o f not less than two-thirds o f  those nvm- 
bers voting on it, the president or vice president shall execute 
and acknowledge articles of amendment on behalf o f the coop­
erative and the secretary shall affix and attest to the seal o f t!v 
cooperative. (§ 15 ch 93 SLA 1959)

Sec. 10.25.220. Contents of articles o f amendment. (») Th 
articles o f amendment shall recite that they are executed under 
this chapter and shall slate

(1) the name o f the cooperative;
(2) the address of its principal office;
(3 ) the amendment to its articles of incorporation.
(b ) The president or vice president executing the articles o. 

amendment shall make and annex to them an affidavit staling II .3 
the provisions of this section regarding the amendment were com­
plied with. (§ 15 ch 93 Sl.A 1959)

Sec. 10.25.230. Change of location of principal office. A coopera­
tive may, upon authorisation o f its board of directors or its in  
hers, change the location of its principal office by tiling a cer­
tificate reciting the change o f principal office, executed ami
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§ 10.25.240 C o r p o r a t io n s  a n d  A s s o c i a t i o n s  § 10.25.250
knowledged by its president or vice president under its seel, at­
tested b y  its secretary, in the office o f the commissioner. (§  16 
ch S3 S L A  1959)

/Article 2. Merger and Consolidation.

S ee tin.'.
2-JO. M erger
230. Cements of articles oi merger 
2CiQ. Consolidation
270. Cos: Vents o f articles o f consolitia- 

tiou

Section
2S0. Effect o f consolidation or m erger 
200. Conversion of existing corpora­

tion
200. Contents o f articles o f conver­

sion

See. 1O.25.M0. Merger. One or more cooperatives, each herein­
after designated “ merging cooperative,”  may merge into another 
Inoperative, hereinafter designated “ surviving cooperative,”  by 
com plying with the following requirements.

(1 ) The proposition for the merger o f the merging coopera­
tives info the surviving cooperative and proposed articles of 
merger shall he .submitted to a meeting o f Ihe members of each 
m erging cooperative and of the surviving cooperative. The no­
tice o f  the meeting shall have attached to it a copy o f the pro­
posed articles o f merger.

( 2 ) I f  the proposed incvger and the proposed artiuc-i of 
m erger, with any amoinimcids, are approved by llie affirmative' 
vA.o of ii.it less than, i ..■o third:; of those, members of each co- 
cneiTitive -voting ciL.thcm at the meeting, articles of merger in 
the io i iit approved shall bo executed and acknowledged on bchalf  
of ■Rich cooperative by its president or vice president and _it;i_poaI 
shall be affixed by its secretary, (g 1 8 (1) (2 ) cb 93 S l.A 1959)

Sec. 10.23.250. Contents of article.; of merger, (a) 'Die arti- 
clv.s o f merger shail recite that they are executed under this chap­
ter and shall state

(1) the up me of each merging cooperative and Ihe address o f 
its prinu'.piil office;

(2 ) the name o f the surviving cooperative and Die address o f 
its principal office;

(3 ) a .statement that each, merging cooperative and the sur­
viving cooperative agree to the merger;

( i )  the names and addresses o f the directors of the. surviving 
cooperative;

(5 ) the terms and condition:; of the merger and the manner of 
carrying it into clVoei, including ihe manner in which members 
of the merging cooperatives may or shall become members o f  the 
ci'rviViog cooperative.

(b ) The articles of merger may contain provisions not ii.con­
sistent with this chapter which are considered necessary or ad- 
'dsibla fo r  the conduct of the business o f the surviving coopera-



§ 10.25.260 A l a s k a  S t a t u t e s  § 10.25.270

(c) The president or vice president o f each cooperative shall 
make and annex to the articles an affidavit stating tlia. me pro­
visions of this section regarding the articles were complied with 
by the cooperative. (§ 18(2) ch 93 SLA 1959)

/  ; r
Sec. 10.25.260. Consolidation. Two or more cooperatives, here­

inafter designated "consolidating cooperative”  may consolidate 
into a new cooperative, hereinafter designated the “ new coopera­
tive,”  by complying with the following requirements.

and the proposed articles o f 
consolidation, witli any amendments..am.imnroved by the aflirma-

pr each
consoM gtli.g. o jy ’^ a t iv e  voting on them, articles of consolida­
tion in :iie form approved shall be executed and acknowledged 
on behalf of each consolidating cooperative by its president or 
vice president and its seal shall be affixed and attested by its 
secretary. (§ 17(1) (2) ch 93 SLA 1959)

Sec. 10.25.270. Contents of articles of consolidation, (a ) The 
articles of consolidation shall recite that they are executed pur­
suant to this chapter and shall stale

(1) the name o f each consolidating cooperative and the ad­
dress o f its principal office;

(2) the name of the new cooperative and the address o f its 
principal office;

(3) a statement that each consolidating cooperative agrees to 
the consolidation;

(4) the names and addresses o f the directors o f the new coop­
erative ;

(5) the terms and conditions o f the consolidation and the man­
ner o f carrying it into effect, including the manner in which mem­
bers of the consolidating cooperatives may or shall become mem­
bers o f the new cooperative.

(Ii) The articles o f cons lidation may contain provisions not 
inconsistent with this chapter which arc considered necessary or 
advisable fo r  the conduct o f the business o f the new cooperative.

(c) The president or vice president of each consolidating coop­
erative executing the articles o f consolidation shall make and an­
nex to the articles an affidavit stating that the provisions o f this 
section regarding the articles were complied with by the coop­
erative. (§ 17(2) ch 98 SLA 1959)
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Sec- 10.25.2S0. Effect of consolidation or merger, (a) In the 
case o f  r\ consolidation the existence of the consolidating coopera­
tives ceases and the articles ot' consolidation are the articles o f 
incorporation o f the new cooperative. In the case o f a merger the 
separate existence o f  the merging cooperatives ceases and the ar- 

i tides o f  incorporation o f the surviving cooperative are amended 
to tha extent that changes are provided for in the articles o f 
merger.

(b )  The rights, privileges, immunities and franchises, and all 
real and personal property including, without limitation, appli­
cations for membership, all debts due on whatever account and 
all other choses in action, o f the consolidating or merging coop­
eratives are transferred to and vested in the new consolidated or 
surviving cooperative without further act or deed.

(c )  The new consolidated or surviving cooperative is responsi­
ble and liable for  the liabilities and obligations o f each o f the

S
 consolidating or merging cooperatives and a claim existing or ac­

tion o r  proceeding ponding by or against the consolidating or 
ij m erging cooperatives may be prosecuted as i f  the consolidation 

or m erger had not taken place, but the new consolidated or sur- 
; vivir.g cooperative may bn substituted in its place.

(d> Neither the rights o f creditors nor liens upon the prop­
erty o f  the cooperatives is impaired by ihe consolidation or 
m erger. (§ li) ch 9:5 SLA 1959)

Sec. 30.25.290. Conversion of existing corporation. A  corpora­
tion organized under the laws of the slate and supplying or hav­
ing the corporate power to supply electric energy, or to furnish 
telephone service, may be converted into a cooperative by com­
plying with the following requirements and thereupon becomes
subject to this chapter as if originally organized under this chap- 

h ter.
(1 ) The proposition for the conversion of the corporation into 

a cooperative and proposed articles o f conversion shall he sub-
£i milted to a meeting o f the members or stockholders o f  the cor-, 
rt porati-on, or in case ol' a corporation having no members or stock­

holders, to meeting ol the incorporators o f the corporation. The 
notice; o f  the meeting shall have attached to it a copy o f'th e  pro­
posed articles o f conversion.

(2 ) Jv Ihe proposition for the conversion o f the corporation in- 
'f to a cooperative and Uu: proposed articles of conversion, with any

amendments, are approver] i*y the .Tllinnativo vote o f not less than
tw o-fbirds o f those members o f the corporation voting >n them

£1 or, if  the corporation is & slock corporation, by the affirmative 
I  vole o f  the holders o f riot less than two-thirds o f those shares of 
jljj the capital stock o f the corporation represented at the mooting 
M and voting on thorn, or, in ihe case o f a corporation having no
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members and no shares oi its capital stock outstanding, by the 
affirmative vote of not Jess than two-thirds of its incorporators, 
articles o f conversion in the form approved shall be executed and 
acknowledged 011 behalf o f the corporation by its president or 
vice president and its seal shall be affixed and attested by its sec­
retary. (s  20(1) (2.) ch 03 SLA 1950)'

Sec. 10.25.300. Contents o f articles o f conversion, (a ) The ar­
ticles o f conversion shall recite that tlicv arc executed under th b  
chapter and shall state

(1) the name of the corporation and the address o f its princi­
pal office prior to its conversion into a cooperative;

(2) the statute or statutes under which it was organized;
(3) a statement that the corporation elects to become a coop­

erative, nonprofit, membership corporation subject to tin ; chap­
ter;

(4) its name as a cooperative;
(5) the address o f the principal office of the cooperative;
(0) the names . addresses ov the directors o f the coopera­

tive *
(7 1 tht rr. in which members, stockholders or incorpora­

tors of • ho corporation are to become members of the cooperative.
(b) The- articles of conversion may contain provisions not in­

consistent with this chapter considered necessary or advisable for  
flic conduct o f the business of the cooperative.

(c) The president or vice president executing the articles o f  
conversion shall make and annex to il an affidavit stating that 
Ihe provisions o f this section were complied with regarding the 
articles. The articles of conversion arc the articles o f incorpora­
tion o f the cooperative. (§ 20(2) ch 98 SLA 1959)

Article 3. Dissolution.

S ection  S ec tio n
a 10. D isso lu tio n  ,',f c o o p e ra tiv e  w hir 010. N o tice  to  c re d ito rs

hie: n o t com m enced  b u s in e s s  350. T e rm in a tio n  o f  c o o '/c ra t iv c  r.f- 
320. D isso lu tio n  o f c o o p e ra tiv e  w h ich  fa ir s

h a s  com m enced  b u s in  .  3110. C o n te n ts  o f  a i t i d e s  o f  c lisso lu-
330. E ffec t o f  c e r tif ic a te  o f  d is so lu tio n  tio ii

See. 10.25.310. Dissolution o f cooperative which has not com ­
menced business. A cooperative which has not commenced busi­
ness may be dissolved by delivering articles of dissolution to the 
commissioner. A majority of the incorporators shall execute and 
acknowledge articles o f dissolution on behalf o f the cooperative. 
The articles shall state

(1) the name o f the cooperative;
(2) the address o f its principal office;
( ” ) that the cooperative has not commenced business;

§ 10.25.-00 A l a s k a  S t a t u t e s  § 10.25.310
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v 10.25.360 A l a s k a  S t a t u t e s  § 10.25.3C0

its debts, obligations and liabilities, other than those to patrons 
arising by reason o f their patronage, the directors shall distribute 
remaining sums, first, to patrons for  the pro rata return o f  all 
amounts standing to their credit by reason o f their patronage, and 
second, to members for  the pro rata repayment of membership 
fees. Sums then remaining shall be distributed among its members 
and former members in proportion to their patronage, except to 
the extent participation in {1>e distribution has been legally waived. 
The board o f directors si: thereupon authorize the execution o f
articles o f dissolution. The president or vice president shall execute 
and acknowledge articles o f dissolution on behalf of the coopera­
tive and the secretary shall affix and attest to the seal. (§ 21(2) 
eh 93 SLA 1959)

Sec. 10.25.360. Contents o f articles of dissolution, (a) The arti­
cles o f dissolution shall recite that they are executed under this 
chapter and shall state

(1) tiie name o f the cooperative;
(2) the address o f its principal office;
(13) the date on which the certificate of election, to dissolve was 

filed by the commissioner;
(4) that there are no actions or suits against the cooperative;
(5) that ail debts, obligations and liabilities o f  the cooperative 

have been paid and discharged or that adequate provisions has 
been made for them ;

(G) that the provisions o f §§ 320—3G0 o f  this chapter have 
been complied with.

(b) The president or vicc president executing the articles o f dis­
solution shall make and annex to the articles an affidavit stating 
that the statements contained in the articles are true. (§ 21 (2 ) 
-h 93 SLA 1959)

Article 1. Miscellaneous Provisions.
Section Section
370. Filing o f nrticlcs 470. Change o f registered office or
380. Nonprofit operation registered agent
300. Disposition o f p r o p c iv  to secure 480. Execution and filing o f  s U ;c -  

indebtcdness ment
400. Limitations on disposition o f nil 400. Itesignatioi of registered agent

the property f>0U. Service of process on cooperative
410. Nonliability o f members for 510. Manner o f service on cotnmis-

debts t. cooperative sioncr
420. ElFcct recordation o f mort- 520. Other means o f service not a f -  

gag.,'8 fcctcd
430. Validity o f mortgage under Itu- 530. Fees

nil Electrification Act o f 1930 540. Taxation o f cooperatives
410. Construction standards 550. Amount o f gross revenue tax
450. Directors, officers or members c 5(10. Manner o f computing gross rev*

notaries enue
4G0. Registered office and r. g istcm l 570. Refund o f gross revenue tax to 

agent. local taxing authorities
186



■. § 10.25.370 C o r p o r a t io n s  a n d  A s s o c i a t i o n s  § 10.25.100

S collo n  S ec tio n
5S0. Inventory and fixtures subject to 000. Correction o f defectively or- 

tnxation ganizeil cooperatives
500. Connection and interconnection 

o f facilities

Sec. 10.25.370. Filing: o f articles. Articles o f incorporation, 
amendment, consolidation, merger, conversion, or dissolution, when 
executed and acknowledged and accompanied by the affidavits re­
quired by this clwpter, shall be presented to the commissioner for 
filing. I f  the commissioner finds that the articles presented con­
form to the requirements o f this chapter, he shall, upon the pay­
ment o f the foes provided in this chapter, ffie the articles in the 
records o f  his office. Upon filing, the incorporation, amendment, 
consolidation, merger, conversion, or dissolution provided for is in 
effect. This section also applies to certificates o f election to dis­
solve and affidavits executed under 320—360 o f this chapter. (§ 
22 ch 93 SLA 1959)

See. 10.25.3S0. Nonprofit operation. A cooperative shall be op­
erated on a nonprofit basis for the mutual benefit o f its members 
and patrons. The bylaws o f a cooperative or its contracts with 
members and patrons shall contain such provisions relating to the 
disposition o f revenues and receipts as may bo necessary and ap­
propriate to establish and maintain its nonprofit and cooperative 
character. (§ 23 cii 93 SLA 1959)

Sec. 10.25.390. Disposition o f properly to secure indebtedness. 
The board o f directors of a cooperative may, without authoriza­
tion by the members o f the cooperative, authorize the execution 
and delivery o f  mortgages or deeds of trust of, or the pledging or 
encumbering of, the property, assets, rights, privileges, licenses, 
franchises and permits o f the cooperative, whether acquired or to 
be acquit ed, and wherever situated, as well as the revenues there­
from, upon the terms and conditions the board o f directors deter­
mines, to secure in  indebtedness o f the cooperative to the United 
States o f America or an agency or instrumentality o f it. (§ 24(1) 
ch 93 SLA 1959)

C
Sce. 10.25.400. Limitations on disposition o f all the property. A

cooperative may not oM’ onvise sell, mortgage, lease or dispose o f 
or encumber all <v a substantial portion o f its property unless the 
transaction is authorized by the affirmative vote o f hot less than 
a majority o f all the members of t he cooperative. However, not­
withstanding a provision o f this chapter or any other provision o f 
If-w, the board o f directors may, upon the authorizat ion o f a major­
ity o f those members o f the cooperative present at a meeting of 
the members, sell louse or otherwise dispose o f all or a substan­
tial portion o f its property to another cooperative or to the holder
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§ 10.25.410 A l a s k a  S tatu tes § 10.25.430

o f an evidence o f indebtedness issued to the United States o f  
America or an agency or instrumentality o f.it . (§ *24(2) ch 93 
SLA 1959)

Sec. 10.25.410. Nonliability of members for debts of cooperative. 
No member is liable or responsible for any debts of the cooperative 
and the property o f the members is not subject to execution there­
for. (§25  ch 93 SLA 1959)

Sec. 10.25.420. Effect o f recordation of mortgages. A mortgage, 
deed of trust, or other instrument executed by a cooperative, which 
affects real and personal property and which is recorded in the 
real properly records in the city, borough or other i-ccording d is­
tricts in which the property is located or is to be located has the 
same effect a?. if . jcordod, filed or indexed as provided by law in 
the proper office in llie city, borough or other recording district 
as a mortgage o f personal property. All after-acquired property 
o f Ihe cooperative described or referred to as being mortgaged 
or pledged in a mortgage, deed o f trust or other instrument is sub­
ject to tin '.V  1 :.;.eof  immediately upon the acquisition o f  such 
property by cooperative, whether or not the property was in 
existence nr the- time o f the execution of Urn mortgage, deed of 
trust or other instrument. Recordation o f such mortgage, deed of 
trust, or other instrument constitutes notice and has the same e f­
fect with respect to after-acquired property as it: has under the 
laws relating to recordation o f property owned by the cooperative 
at the time o f the execution o f the mortgage, deed o f trust or 
other instrument and described in it or referred to as being r.ion- 
gaged or pledged thereby. The lien o f such mortgage, deed o f trust 
or other instrument, upon persona! property after its recordation 
continues for the period o f time specified in the instrument with­
out. refiling or the tiling o f a renewal certificate, affidavit or other 
supplemental information required by the laws relating to the re­
newal, maintenance or extension o f hens upon personal property. 
(§ 2G ch 93 SLA 1959)

Sec. 10.25.130. Validity o f mortgage under Rural Electrifica­
tion Act of 1930. A mortgage made by a cooperative organized un­
der this chapter to the United States o f  America, or an agency or 
instrumentality o f it, to secure indebtedness incurred under the 
Rural Electriffeatiou /  ! o f 1930, as amended, is not void as against 
creditors o f the mortgagor and subsequent purchaser.*! and encum­
brancers of the property in good faith for value because the mort­
gage is not accompanied by an affidavit o f the parlies to it, or an 
affidavit of the agent or attorney in fact o f a party to it, that the 
mortgage is made in good faith to secure the amount named, and 
without a design to hinder, delay or defraud creditors. A mort­
gage made by a cooperative organized under this chapter to tins
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§ 10.25.440 C o r p o r a t i o n s  a n d  A s s o c i a t i o n s  § 10.25.480

United Stales o f  America, or an agency or instrumentality o f it 
to secure indebtedness incurred under the Rural Electrification Act 
o f 1936, as amended, need not set forth the date upon which the 
indebtedness secured by it becomes due. (§ 26 ch 93 SLA 1959)

Sec. 10.25.440. Construction standards. Construction o f electric 
lines and facilities, or telephone linos and facilities, by a coopera­
tive shall, as a minimum requirement, comply with the standards 
of the National Electrical Safety Code i.) effect at the time of con­
struction. (§ 2 i  ch 93 SLA 1959)

See. 10.25.150. Directors, officers or members as notaries. No 
person authorized to tak- acknowledgments under the laws of this 
state is disqualified from taking acknowledgments o f instruments 
to which a cooperative is a party because lie is an officer, director 
or member o f the cooperative. (§ 28 ch 93 SLA 1959)

Sec. 10.25.460. Registered office and registered agent. Each co­
operative shall have and continuously maintain in the state

(1) a  registered office which may be, but need not bo, the same 
as the location o f  the principal office;

(2) a registered agent who is an individual resident in the state 
aiul whose business office is identical with the registered office. (§
9.0 ch 03 SLA 1959)

Sec. 10.25.470. Change o f registered office or registered agent. 
A cooperative may change its registered office or change its reg­
istered agent, or both, upon filing in the office of the commissioner 
a statement setting forth

(1) ih e  name o f  the cooperative;
(2) the address o f  its registered office;
(3) i f  the address o f  its registered office is changed. I ho address 

o f the new registered office;
(4) the name o f the registered agent;
(5) i f  its registered agent is changed, the name o f iis new reg­

istered agent;
(G) that the address o f its registered office and the address o f 

the business office and its registered agent, as changed, will be 
identical;

(7) that such change was authorized by resolution adopied by 
its board o f  directors. (§ 30 «4i 93 SLA 1959)

See. KV25.4R0. Execution and tiling o f statement. The statement 
o f chan; o f office or agent shall be executed by the cooperative 
by its j * - dent or vice president, verified by him, and directed to 
t.ho com. . fi.mer. If the commissioner finds that the statement 
conforms . this chapter, ho shall file it in bis office. Upon the til­
ing, the change o f  address o f  the registered office and the appoint­
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ment of the registered agent, or both, as the case may be, is effee 
live. (§ 30 ch 93 SLA 1959)

Sec. 10.25.190. Resignation o f registered agent. A registered 
agent o f a cooperative may resign by filing a written notice o f  res­
ignation, executed in duplicate, with the commissioner. The com­
missioner shall immediately mail a copy o f it to the cooperative at 
its registered ofiice. The appointment of the agent terminates 30 
days after receipt o f the notice by the commissioner. (§ 30 ch 93 
SLA 1959)

Sec. 10.25.500. Service o f process on cooperative, (a) The regis­
tered agent o f a cooperative is an agent o f the cooperative upon 
whom process, notice or demand required or permitted by law to 
be served upon the cooperative may be served.

(b) When a cooperative fails to appoint or maintain a registered 
agent in the state, or when its registered agent, cannot with reason­
able diligence be found at the registered ofiice, then the commis­
sioner is an agent cf the cooperative upon whom process, notice 
or d e m a n d  ir.r.y be served. (§ 31 ch 93 SLA 1959)

Sec. 10.25.519. Manner o f service cm commissioner, (a) Service
on the commissioner is made by delivering to and leaving with
him, or with a clerk having charge o f the corporation department 
of his ofiice, duplicate copies o f the process, notice or demand. The 
commissioner shall immediately have one copy forwarded by reg­
istered mail, addressed to the cooperative at its registered ofiice. 
Service on the commissioner is returnable in not less than 30 days.

(b) The commissioner shall keep a record o f each process, no- 
tice and demand served upon him under this section, and shall re­
cord the time o f service and his action with reference to it. (§ 31 
ch 93 SLA 1959)

Sec. 10.25.520. Other means of service not affected. Nothing in 
§§ 500 and 510 of this chapter limits or affects the right to serve 
process, notice or demand required or permitted by law to be served 
on a cooperative in any oilier manner permitted by law. (§ 31 ch 
93 SLA 1959)

Sec. 10.25.530. Fees. The commissioner shall charge and collect

(1) filing articles o f incorp. ration, S10;
(2) filing art icles o f amendment, $5;
(3) filing articles o f consolidation or merger, $5;
(4) filing articles o f conversion, $10;
(5) filing certificate o f election to dissolve, $1;
(G) filing articles of dissolution, $5;
(7) filing certificate o f change of principal ofiice and designs-
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* » • *
tticAWiir change o f  registered ofiice and registered agent, Si. (§ 32 
cli '.VI,SI.A 1959)

’ * Gee. 19.25.510. Taxation o f cooperatives. Cooperatives under 
this chapter shall apply for a business license anil pay the initial 
license fee as provided by the Alaska Business License Aei (AS 
•1S.70), as amended, Before March 1, 19(51, and before March 1 of 
each y e a r  thereafter, each cooperative shall pay to the stale, in­
stead o f  state and local ad valorem, income and excise taxes which 
may ibe assessed or levied on or after January 1, i?G0, a percentage 
o f its  gross revenue earned during the preceding calendar year. 
(§ 33 ch  93 SLA 1.959; am § 1 cli GG SLA 1960)

See. 10.25.530. Amount of gross revenue lax. The gross rev­
enue tax  shall be computed as follows:

(1 ) one per cent oj !  gross revenue for cooperatives which have 
furnished electric energy and power, or telephone service, to con­
sumers fo r  less tliau five years as o f  December 31 of the preced­
ing calendar yea r;

(2 ) two per cent o f gross revenue for cooperatives which have 
furnished electric energy mid power, or telephone service, to con­
sume)*!-; fo r  five years or longer as o f December 31 of the preced­
ing calendar year. (§ 33 ch 93 SLA 1959; am § 1 ch (!G SLA J.9G0)

Sec. 10.25.5G9. Manner of computing gross revenue. For the pur­
pose o f  computing gross revenue, an electric coope ,’ative shall in­
clude on ly  that revenue which has been derived from electric 
energy which it distributes to its consumers. It shall not include 
revenue derived from (lie sale or transmission o f electric energy 
and pow er to, or on behalf of, another distributor. Gross revenue 
o f u telephone cooperative includes all revenues earned from local 
av.d toll services. (§  33 cli !)3 SLA 1959)

Sec. 10.25.570. Refund of gross revenue tax to local taxing au­
thorities. The proceeds o f the gross revenue tax, less the amount 
expanded by the state in its collection, shall be refunded to the 
local ta x in g  authorities by action of the legislature, in the propor­
tion Lb at the revenue was earned within the geographical areas of 
the taxing authorities. However, taxes collected on gross revenue 
c-avncd outside a. local taxing authority shall be retained by the 
state am i deposited into its general fund. (§ 33 cli 93 SLA 3959)

Sec. 10.25.580. Inventory and fixtures subject to taxation. The 
inventory and fixtures o f  a business operated by a cooperative in­
cidental to the furnishing o f central station electric, service, includ­
ing, w itho’ t li:nitatii :i, appliance stores or departments;' is not 

.exempt from  ad valorem taxes. The inventory and accounts o f iliese 
businesses shall he separately maintained and taxes shall be paid 
upon them as provided by law. (§ 33 ch 93 SLA 1959)

M l
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Sec. 10.25.500, Connection nml interconnection o f  facilities. A 
telephone cooperative organized or doing business under this chap­
ter, hereafter designated as applicant, may require a person fu r­
nishing telephone service to the public in the state, hereafter des 
ignated as company, to interconnect its lines, facilities or systems 
with, or otherwise make available the lines, facilities c r  systems 
to, the applicant’s telephone lines, facilities or systems, in oixie" 
to provide a continuous line o f communication fo r  the applicant’s 
subscribers. If the company and the applicant are unable to agree 
upon the terms and conditions o f interconnection, including com ­
pensation, the superior court shall, upon petition o f  the parties, or 
either o f them, establish the terms and conditions. The term s and 
conditions shall be reasonable and non'discriruiriatory. (§ 34 ch 93 
SLA 1959)

Sec. 10.25.G90. Correction of defectively organized cooperatives. 
If a cooperative has filed defective articles o f incorporation, or lias 
failed to do all things necessary to perfect its corporate organiza­
tion, it may tile corrected articles o f incorporation, or amend the 
original articles, and do and perform all acts and things necessary 
for  the correction o f the defects. The action so taken is valid and 
binding upon 1 persons concerned. The capacity o f  the coopera­
tive to file c> . ccted articles o f incorporation or amendments to 
the original articles, or to do and perform all acts a'.id things noe-_. 
essury. rr.:-.y not be questioned. (§ 37 ch 93 SLA 1950)

Article 5. General Provisions.

Section Section
CIO. Purpose GoO. Construction o f  chapter
620. Chapter extended to existing C40. Definition.1}

cooperatives 650. Short title

Sec. 10.25.610, Purpose. Cooperative, nonprofit, membership cor­
porations may be organized under this chapter fo r  the purpose o f 
supplying electric energy or telephone service and prom oting and 
extending the use o f lhc3e services. (§ 2 cli 93 SLA 1959)

Sec. 10.25.020. Chapter extended to existing cooperatives. This 
chapter applies to all nonprofit cooperatives organized under any 
other law o f the slate for the purpose o f supplying electric energy 
and power, or telephone service, to its members, or fo r  the purpose 
o f promoting and extending the use of electric energy and power, 
or telephone service. These cooperatives are subject to this chap­
ter as if originally organized under it. (§ JiG ch 93 SLA 1959)

Sec. 10.25.G30. Construction o f chapter. This chapter is  complete 
in itself and is controlling. The provisions o f any other law o f the 
state relsting to the organization o f a corporation, except as p»o-

142
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Sec. 10.30.ftl0. Form;*, lion o f cemetery association. Five or more 
persons who are resident: o f the saw ; recording district may form 
themselves into a cemetery association, and elect at least three of 
their members to servo as trustees, and one member as clerk, 'i'he 
trustees and the clerk hold ollicc at the pleasure o f the association. 
03 86-5-1 A OF, A 19-19)

Am. Jtir. soul C.J.S. reference!*.—
!l) A m . . lu r . ,  Cemeteries, §§ 5, 10, Ii).

J1 C ..I.S . C e m e te r ie s  §§ 5 to  14.
«

Fee. 10.30.020. Itecords. 'I'he clerk shall Keep a record o f the 
l'iv.,:eedings o f  Hie meetings of the association, certify to and file 
<<ir. copy o f  the record together with the name of the association

¥ :% m m
m m

.  ‘■‘ •''VHVIIUNS § io .3o .w fr

. vlcJed'T?, this chapter, do not apply to a cooperative organized un­
der* this chapter. The enumeration o f an object, purpose, pov \ 

•nianue:* method or thing does not exclude like or similar objev 
purposes, powers, manners, methods or things. (§ 35 ch 93 SL.-.

Sec. 10.25.G-10. Definitions. As used in tbit ;hnpter
(1 ) “ commissioner”  means the commissioner o f commerce;
(2 ) “ cooperative”  means a corporation organized under this 

chapter or which becomes subject to this chapter in the manner 
provided in t 1' .'hapten1;

(3 ) “ per - v \eans a natural person, lirnv, association, corpora­
tion, bnsitu, trust, partnership, federal agency, state or political 
subdivision, or an agency o f the state or political subdivision, or 
a body politic;

( i )  “ telephone service”  means communication service whcr 
voice communication through the use of electricity is the prir.ci 
intended use, and includes all telephone lines, facilities or system 
used in the rendition o f this service. (§ 3 ch 93 SLA 1959; am 
10 rh 64 SLA 1959; am § 2 ch 1 SLA 1961)

Sec. 10.25.650. Short title. This chapter may bn cited as the 
E lectric and Telephone Cooperative Act. /. § 1 ch 93 SLA 1959)

Chapter 30. Cemetery Associations.
Si c I ion

10. Folinutiou o f cemetery associa­
tion 

20. Record!
*30 M lVoct o f  t i l in g  
40. S u c c e s s io n  a m i p o w ers  o f  t r u s ­

t e e s  
00. B y la w s
00. Rowvr to acquire nml dispose of 

lands, and exemption from ex­
ecution, taxation mid public 
appropriation

Section
70. Creation o f irreducible fund 
SO. Disposition o f income front cem­

etery land 
00. Debts o f association 

100. Transfer o f burial lots 
110. Saio of unsuitable lands 
120. Purpose o f sale by lots, and ex­

emptions 
J.T 0. P ln i ls  of grounds and lots 
140. Maintenance o f cemetery laud 
150. Annual financial statement



T o m  S t a u d e n m a i e r  
. * D i r e c t o r  of the B o a r d

M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
P. 0. B o x  8 8 9 0  
An c h o r a g e ,  A l a s k a  99508

I M M E DIATE N E W S  R E LEASE
N o v e m b e r  18, 1982

T h e  H o n o r a b l e  S e n a t o r  W i l l i a m  P r o x m i r e  
U n i t e d  S t a t e s  S e n a t e  
W a s h i n g t o n ,  D. C. 205 10

D e a r  S e n a t o r  Proxmire:

I speak for a g r o u p  of Matanus:ka E l e c t r i c  A s s ociati on, C h u g a c h  
E l e c t r i c  A s s o c i a t i o n  and H o m e r  E l e c t r i c  A s s o c i a t i o n  members, r e q u e s t­
ing y o u r  im med i a t e  a s s i s t a n c e  in p l u g g i n g  a rat- hole, at l e ast 
t e m p orarily, w h i c h  tens of m i l l i o n s  of F e d e r a l  d o l l a r s  h a v e  a l r e a d y  
slid down.

T h e  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  a Rural E l e c t r i c  A s s o c i a t i o n  
e l e c t r i c  u t i l i t y  l o cated in A n c h o r a g e ,  A l a s k a  requested, as of 
N o v e m b e r  12, 1982 yet a n o t h e r  F e d e r a l  loan for $37.7 m i l l i o n  d o l l a r s
to c o v e r  m i s s i v e  cost overruns. O n e  y e a r  ago, C h u g a c h  E l e c t r i c
r e c e i v e d  $41 m i l l i o n  d o l l a r s  from t h e  Rural E l e c t r i c  A s s o c i a t i o n .
T h a t  loan too w a s  for the p u r p o s e  of p a y i n g  for cost o v e r r u n s  or,
the s a m e  project that was s t a r t e d  ’.n 1976 and was to be c o m p l e t e d  in
1979. C h ugach E l e c t r i c  A s s o c i a t i o n ,  M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  and 
H o m e r  E l e c t r i c  A s s o c i a t i o n  are in d e e p  financial trouble. T h e  reason 
is the high salaries, m i s m a n a g e m e n t  a n d  d u p l i c i t y  in their work. T h e  
f o r m e r  General M a n a g e r  of C h u g a c h  E l e c t r i c ,  Bud Schu.ltz, was paid 
$ 1 4 5 , 0 0 0  (plus a r e t i r e m e n t  fee of $ 4 0 0 , 0 0 0  in cash) for wages, plus 
3 2 %  f r i n g e  b e n e f i t s  w h i c h  t o t a l s  $ 1 9 1 , 4 0 0  per year. T h e  M a n a g e r  of 
M a t a n u s k a  E l e c t r i c  Association,  J i m  Palin, draws $ 7 3 , 0 0 0  plus 4 0 %  
f r i n g e  benefits, w h i c h  totals $ 1 0 2 , 0 0 0  per year. Homer E l e c t r i c  
A s s o c i a t i o n  is just as bad. C h u g a c h  E l e c t r i c  for the most part  
g e n e r a t e s  the b u l k  of the e l e c t r i c  p o w e r  An south c e n t r a l  Alaska. 
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  b u y s  9 0 %  of its p ower needs from 
C h u g a c h  Electric. T e n  p e rcent is b o u g h t  from the E k l u t n a  P o w e r  
Authority. H o m e r  E l e c t r i c  C o - o p  b u y s  100% of their pow er n e e d s  
f r o m  C h u g a c h  E l e c t r i c  Ass oci a t i o n .

T h e r e  are less than 100,000  m o n t h l y  bill inf m e m b e r s  b u y i n g  
e l e c t r i c  power from C h u g a c h  E l e c tric, M a t a n u s k a  Electric, H o m e r  
E l e c t r i c  and the M u n i c i p a l  Light &. P o w e r  Co. B e tween the four 
u t i l i t i e s  in s o u t h c e n t r a l  Alaska, t h e r e  are a p p r o x i m a t e l y  525 
b u r eaucrat s, plus four c o m p l e t e  m a n a g e m e n t  o r g a n i z a t i o n s  w h e r e  one 
c o u l d  do the job.
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C h u g a c h  E l e c t r i c  A s s o c i a t i o n  h a s  b e e n  i n v o l v e d  in a m a j o r  
m a n a g e m e n t  s c a ndal,  t o u ch ing on s a l a r ies, b e n e f i t s  and c o n t r a c t s  
w r i t t e n  u nder q u e s t i o n a b l e  authority.  C h u g a c h  r e p o r t s  a 1 0 0 %  cost 
o v e r r u n  on a p o w e r  d e v e l o p m e n t  p r o j e c t  at the B e l u g a  F i e l d  near  
Anchorage. As c u s t o m e r s  w e  are f o r c e d  to p a y  t h e s e  o u t r a g e o u s  costs.

Se n a t o r  P r o x m i r e ,  I'm a s k i n g  for y o u r  h e l p  in t h e  f o l l o w i n g  
areas:

1. Stop the R E A  from any f u r t h e r  a c t i o n  on C h u g a c h  E l e c t r i c  
A s s o c i a t i o n s  $ 3 7 . 7  m i l l i o n  d o l l a r  loan for cost o v e r r u n s  until 
t h e r e  is a c o m p l e t e  audit.

2. R e q u e s t  a c o m p l e t e  a udit of R E A  by t h e  GAO, to d e t e r m i n e  
t h e  following:

a. P r o p r i e t y  of the e n t i r e  B e l u g a  P r o j e c t  i n c l u d i n g  
salaries, c o n t r a c t s  let on c o m p e t i t i v e  bid, c a b l e  
laying o p e r a t i o n s  and v e s s e l s  h i r e d  to d o  t h e  work.

b. Was the 1977 Foreig n C o r r u p t  B u s i n e s s  P r a c t i c e s  
Act v i o l a t e d  in the p u r c h a s e  of g e n e r a t o r s  a n d  the 
cable l a y i n g  o p e r a t i o n s  fr om a f o r e i g n  c o u n t r y ?

c. Were c o n t r a c t s  let u n d e r  F e d e r a l  g u i d e  l i n e s  for
c o m p e t i t i v e  b i d ?  Were c o n t r a c t o r s  w h o  w e r e  i n v o l v e d
in the c o n s t r u c t i o n  p r o j e c t s  for C h u g a c h  E l e c t r i c  
owned by any C h u g a c h  e m p l o y e e s ?

d. What j u s t i f i e s  the 100% c o s t  o v e r r u n s ?

e. What s a v i n g s  would there  b e  if three R E A  Co-ops,
along w i t h  the Muni cipal L i g h t  and P o w e r  w e r e  m e r g e d  
into one m a n a g e m e n t  o r g a n i z a t i o n  w i t h  t h r e e  d i v i s i o n s .

a) d i v i s i o n  of generation, b) d i v i s i o n  of 
t r a n s m i s s i o n  and distribu tion, and, c) 
d i v i s i o n  of administration.

f. How m a n y  t i m e s  have m a j o r  line items b e e n  s h i f t e d  in 
C h uga ch E l e c tric, Homer E l e c t r i c  and M a t a n u s k a  E l e c t r i c ?
And, do t h e s e  shifts indicate b u d g e t  f r a u d ?  E x a m p l e :
M a t a n u s k a  E l e c t r i c  Association. I, as an e l e c t e d  B o a r d  
Me m b e r  r e f u s e d  to sign a w a i v e r  for b o r r o w i n g  $ 1 , 6 4 6 , 0 0 0  
this past A u g u s t  1982. J a m e s  F. P a l i n , M a n a g e r  of M a t a n­
uska  E l e c t r i c  A s s o c i a t i o n  s t a t e d  at the t i m e  this m o n e y  
w a s  b ein g b o r r o w e d  for a new h e a d q u a r t e r s  b u i l d i n g  in 
Palmer, Alaska. T h e  Board now has the i n t e n t i o n  of u s i n g  
this m o n e y  for other projects b e s i d e s  b u i l d i n g  t h i s  u n­
nece s s a r y  building. Is this o b t a i n i n g  F e d e r a l  m o n e y  under 
false p r e t e n s e s ?
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g. A t t o r n e y  R o g e r  K e m p p e l  r e p r e s e n t s  the th ree a b o v e  
m e n t i o n e d  u t i l i t i e s  the same time. Is t h i s  a c o n f l i c t  
of i n t e r e s t ?

M y  c o n c e r n  is to s t o p  the flow of m i l l i o n s  of d o l l a r s  of 
F e d e r a l  f u n d s  w h i c h  flows t h r o u g h  the C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  
w h i c h  w e  the c u s t o m e r  m e m b e r s  m u s t  e v e n t u a l l y  pay. T h e r e  a r e  m a n y  
p e o p l e  w h o  w o u l d  be m o r e  than happy to t a l k  to G A O  i n v e s t i g a t o r s  
in A l a s k a  in o r d e r  to'get to the b o t t o m  of t h i s  case.

In .closing I w o u l d  like to say that if t h e r e  are any v i o l a t i o n s  
of F e d e r a l  l a w s  then that i n f o r m a t i o n  s h o u l d  b e  t u r n e d  o v e r  to the 
F e deral G r a n d  Jury for p r o s e c u t i o n  of the i n d i v i d u a l s  w h o  a r e  i n­
vol v e d  in this scandal.

An e a r l y  re ply w o u l d  be deeply ap prec i a t e d .

Sincerely,

of the Board, M a t a n u s k a  
Electric A s s o c i a t i o n

T S / i j b
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D e c e m b e r  13, 1982

The H o n o r a b l e  S e n a t o r  T e d  S t e v e n s  
U n i t e d  S tates S e n a t e  fv
Washington, D. C. 20 510 ■ ■

Dear  Senator Stevens:

I speak for a group of M a t a n u s k a  E l e c t r i c  Association , C h u g a c h  
El e ct ric A s s o c i a t i o n  and H o m e r  E l e c t r i c  A s s o c i a t i o n  members, r e q u e s t­
ing your i m m e diate a s s i s t a n c e  in p l u g g i n g  a rat hole, at least 
temporarily, w h i c h  tens of m i l l i o n s  of F e d e r a l  d o l l a r s  h a v e  a l r e a d y  
slid down.

%
The C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  a Rural E l e c t r i c  A s s o c i a t i o n  

e l e c t r i c  utilit y l o c ated in A n c h o r a g e ,  A l a s k a  requested, as of 
No v e m b e r  12, 1982 yet a n o t h e r  F e d e r a l  loan for $ 3 7 . 7  m i l l i o n  d o l l a r s
to cover m a s s i v e  cost o verruns. O n e  y e a r  ago, C h u g a c h  E l e c t r i c
recei v e d  $41 m i l l i o n  d o l l a r s  f r o m  the Rural E l e c t r i c  A s s o c i a t i o n .
That loan too was for the p u r p o s e  of p a y i n g  for cost o v e r r u n s  on
the same project that was s t a r t e d  in 1976  and was to je c o m p l e t e d  in
1979. C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
and Homer E l e c t r i c  A s s o c i a t i o n  are in d e e p  financial trouble. T h e  
reason is the high salaries, m i s m a n a g e m e n t  and d u p l i c i t y  in t h e i r  work. 
The former G e nera l M a n a g e r  of C h u g a c h  Electric, Bud Schultz, w a s  p a i d  
$1 4 5 , 0 0 0  (plus a reti re m e n t  fee of $ 4 0 0 , 0 0 0  in cash) for wages, plus 
32% fringe b e n e f i t s  which t o t a l s  $ 1 9 1 , 4 0 0  p e r  year. T h e  M a n a g e r  of 
M a t a n u s k a  E l e c t r i c  Asso ciation, J i m  Palin, d r a w s  $ 7 3 , 0 0 0  plus  4 0 %  
fringe benefits, w h i c h  t o t a l s  $ 1 0 2 , 0 0 0  per year. H o m e r  E l e c t r i c  
A s soc iation is just as bad. C h u g a c h  E l e c t r i c  for the most  part  
generates the b u l k  cf the e l e c t r i c  p o w e r  in s o u t h c e n t r a l  Alaska. 
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  b u y s  9 0 %  of its p o w e r  needs from 
Ch ugach Electric. Ten p e r c e n t  i t !  b o u g h t  from the E k l u t n a  P o w e r  
Authority. H o m e r  E l e c t r i c  C o - o p  b u y s  1 0 0 %  of their power needs 
from C h u g a c h  E l e c t r i c  Associ a t i o n .

T here are less than 1 0 0 , 0 0 0  m o n t h l y  b i l l i n g  m e m b e r s  b u y i n g  
e l e ctric p o w e r  from C h u g a c h  Ele ctric, M a t a n u s k a  Electric, H o m e r  
El e c t r i c  and the Municipal L i g h t  'k P o w e r  Co. B e t ween the four 
utilit ies in s o u thcentral A l a s k a  t h e r e  are a p p r o x i m a t e l y  525 
bureaucrats, plus four c o m p l e t e  m a n a g e m e n t  o r g a n i z a t i o n s  w h e r e  one 
could do the job.

tbebest and brightest Ideas inergfcdng in Alaska!
/
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C h u g a c h  E l e c t r i c  A s s o c i a t i o n  has been i n v o l v e d  in a m a j o r  
m a n a g e m e n t  scandal, t o u c h i n g  on salaries, b e n e f i t s  and c o n t r a c t s  
wr i t t e n  u n d e r  q u e s t i o n a b l e  authority. C h u g a c h  r e p o r t s  a 1 0 0 %  cost 
o v e r r u n  on a p o w e r  d e v e l o p m e n t  p r o j e c t  at the B e l u g a  F i e l d  n e a r  
Anchorage. As c u s t o m e r s  we are f o rced to p a y  t h e s e  o u t r a g e o u s  costs.

<
S e n a t o r  Stevens, I'm asking for your help in the f o l l o w i n g  

areas:

1. S t o p  the R E A  from any further action on C h u g a c h  E l e c t r i c  
A s s o c i a t i o n s  $ 3 7 . 7  m i l l i o n  d o llar loan for cost o v e r r u n s  until 
there is a c o m p l e t e  audit.

2. R e q u e s t  a c o m p l e t e  audit of REA by the GAO, to d e t e r m i n e  
the following:

a. P r o p r i e t y  of the e nt ire B e l u g a  P r o j e c t  i n c l u d i n g  
salaries, c o n t r a c t s  let on c o m p e t i t i v e  bid, c a b l e  
l a y i n g  o p e r a t i o n s  and vessels h ired to do the work.

b. W a s  the 1977 F o r e i g n  C o rru pt B u s i n e s s  P r a c t i c e s  
Act v i o l a t e d  in the p u r c h a s e  of g e n e r a t o r s  and the 
cable l a y i n g  o p e r a t i o n s  fr.an a foreign c o u n t r y ?

c. W e r e  c o n t r a c t s  let und er F e deral g u i d e  lines for 
c o m p e t i t i v e  bid? Were c o n t r a c t o r s  who w e r e  i n v o l v e d  
in the c o n s t r u c t i o n  p r o j e c t s  for C h u g a c h  E l e c t r i c  
ow n e d  by any C h u g a c h  e mp loyees?

Seven to ten m i l l i o n  d o l l a r s  in c o n t r a c t s  w e r e  given 
out w i t h o u t  c o m p e t i t i v e  bid by the m a n a g e r  of C h u g a c h  
Electric, Bud Schultz.

d. W h a t  j u s t i f i e s  the 100% cost o v e r r u n s ?

e. What s a v i n g s  would there be if three R E A  Co-ops, 
along with the M u n i cip al Light &  P o w e r  w e r e  m e r g e d  into 
onf m a n a g e m e n t  o r g a n i z a t i o n  w i t h  three divisions.

a) d i v i s i o n  of generation, b) d i v i s i o n  of 
tr a n s m i s s i o n  and distribution, and, c) 
di v i s i o n  of administration.

f. H o w  many times have m a j o r  line items been s h iTted in 
Ch u g a c h  Electric, Homer E l e c t r i c  and M a t a n u s k a  E l e c t r i c ?
And, do these shift s indicate budget f raud? E x a m p l e :
M a t a n u s k a  E l e c t r i c  Association. I, as an e l e c t e d  B o a r d  
Me m b e r  r e f use d to sign a w a i v e r  for b o r r o w i n g  $ 1 , 6 4 6 , 0 0 0  
this past A u g u s t  1982. James F. Palin, M a n a g e r  of M a t a n­
uska E l e c t r i c  A s s o c i a t i o n  stated at the time this m o n e y
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w a s  b e i n g  b o r r o w e d  for a new h e a d q u a r t e r s  b u i l d i n g  in 
Primer, Alaska. T h e  B o a r d  n o w  has the i n t e n t i o n  of using 
this m o n e y  for o t h e r  p r o j e c t s  b e s i d e s  b u i l d i n g  this u n­
ne c e s s a r y  building.' Is this o b t a i n i n g  F e d e r a l  m o n e y  u n d e r  
false p r e t e n s e s ?

M y  c o n c e r n  is to stop the flo w of m i l l i o n s  of d o l l a r s  of 
F e d e r a l  funds w h i c h  flows t h r o u g h  the C h u g a c h  E l e c t r i c  A s sociation, 
w h i c h  we the c u s t o m e r  m e m b e r s  m u s t  e v e n t u a l l y  pay. T h e r e  a r e  m a n y  
pe o p l e  who w o u l d  be m o r e  th?n happy to talk to G A O  i n v e s t i g a t o r s  
in A l a s k a  in o r d e r  to g e t  to the b o t t o m  of this case.

In c l o s i n g  I w o u l d  like to say that if t h e r e  are any v i o l a t i o n s  
of F e d e r a l  laws then that inform a t i o n  s h o u l d  be t u r n e d  o v e r  to the 
F e deral G r a n d  Jury for p r o s e c u t i o n  :>f the i n d i v i d u a l s  who are i n­
vo l v e d  in t h i s  scandal.

An ear ly reply w o u l d  be d e e p l y  appreciated.

g. A t t o r n e y  R o g e r  K e mppel r e p r e s e n t s‘the t h r e e . a b o v e  
m e n t i o n e d  u t i l i t i e s  at the same time. Is this a confl i c t  
of i n t e r est?

T o m  S t a u d e n m a i e r ,  D i r e c t o r  
o f  the Board, M a t a n u s k a  
E l e c t r i c  A s s o c i a t i o n

T S / i j b
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J .  K E IT H  K E N N C O V . S TA FF  D IR E C T O R  
THO M A S L .  VAN D E R  ’.O O R T , M IN O R IT Y  S T A F F  D IR E C T O R

January 17, 1983

Mr. T o m  S t a udenm aier 
Director of the Board 
M a t a n u s k a  Elec tric Associ a t i o n  
P.O. Box 1603 
Eagle River, A l a s k a  99577

Dear Mr. Staudenmaier:

This is in further re ference to our c o n versation with 
S e nat or Stevens' A d m i n i s t r a t i v e  Assis nt, Dennis Fradley, 
about your visit to W a s h i n g t o n  and your interest in discussing  
w i t h  a m e m b e r  of the staff your c oncerns about the use of 
Federal funds by the C h u g a c h  E l e ctric Association, the I-Iomer 
E l e c t r i c  A s s o c i a t i o n  and the M a t a n u s k a  Electric Association. 
This is also to a cknow ledge r e ceipt of your letter about 
this situation.

As Dennis advised you, S e nator Stevens has been out of 
town d u r i n g  the Congre s s i o n a l  recess, so I was requested  by 
Dennis to m e e t  with you when you came to Washington. I 
u n d e r s t a n d  from Rick A g n e w  of C o n g r e s s m a n  Young's office 
that you did discuss w i t h  h i m  your belief in the need for a 
GAO inv est i g a t i o n  of the financial p ractices of these e l e c­
tric associations. I was  p repa r e d  to meet with you last 
Monday, J a nu ary 10th, and I do r egret that we did not get 
together. However, I w i l l  make sure that your letter about 
this m atter is brought to Senator Stevens' attention when he 
returns to Washington.

Susan L. Arnold 
Staff A s s i s t a n t  to 
TED STEVENS
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Hr. Torn Staudenmaier 
Post Office Box 1603 
Eagle River, Alaska 99577

Gear Mr. Staudenmaier:

This is to follow up on the b r i e f  conversatio n you had wit h 
J o s e p h  Darnell on my Washington, D.C. staff about a possible GAO 
study.

A  GAO study of Chugach and the Rural E l e c t r i f i c a t i o n  A d m i n i­
stra t i o n  does not appear to be appropriate. It is m y  unders t a n d i n g  
that C h ugach Electric A s s o c i a t i o n  has re cently u n d e rgone two 
separa te audits, one by REA and another for the A l a s k a  Public 
Utilities Commission. If y ou have concerns about Chugach's 
management, then they should be d i r e c t e d  to the organizations 
c h arged w i t h  overseeing Chugach.

With best wishes,



Decembe r 30, 1982

T h e  Hono rable Senator Frank M u r k owsk i 
Un i t e d  States Senate 
Washington, D. C. 20510

D e a r  Senator Murkowski:

I speak for a group of M a t a n u s k a  El ectric Association,
C h u g a c h  Electric A ssoci a t i o n  and H omer Electric Assoc i a t i o n  
members, requesting your immediate assist a n c e  in p l u g g i n g  a rut 
hole, at least temporarily, w hich tens of mi llions of Federal 
d o l lars have already slid down.

The C h u L ich E l e c t r i c  Association, a Rural E l e c t r i c  A s s o c i a t i o n  
electric util uy located in Anchorage, Alaska requested, as of 
No v e m b e r  12, 1 tr32 yet another Federal loan for $37.7 m i llio n d o llars 
to cover massive cost overruns. O n e  year ago, C h u g a c h  E l e c t r i c  
received $41 million doll ars from the Rural E l e ctric Association.
That loan too was for the p u rpose of paying for cost o v e r r u n s  on 
the same project that was start ed in 1976 and was to be c o m p l e t e d  
in 1979. Chugach E l e ctric Association, M a t a nuska E l e c t r i c  A s s o c i a­
tion and Horner E l e ctric A s s o c i a t i o n  are in deep financial trouble.
T h e  reason is the high salaries, m i s managem ent and d uplicity in their 
work. The former G e neral  M a nager of C h u g a c h  Electric, Bud Schultz, 
w a s  paid $145,000 (plus a retirement fee of $400 ,000 in cash) for 
wages, plus 32% fringe bene fits which totals $ 1 9 1,400 per year. The 
M a n a g e r  of Matanuska E l e ctri c Association, Jim Pal in, draws $ 7 3 , 0 0 0  
plus 40% fringe benefits, which totals $102,000 per year. H o m e r  
E l e c t r i c  Association is .just as bad. C h u g ach E l e c t r i c  for the most 
part generates the bulk of the e l e c t r i c  power in s o u t h c e n t r a l  Alaska. 
M a t a n u s k a  Electric Associ a t i o n  buys 9 0 %  of ; i. - p o w e r  needs from 
C h u g a c h  Electric. Ten percent is bought fn. the E k l u t n a  P o w e r  
Authority. Homer E l e c t r i c  C o-op buys 100% of their pow er needs 
from Chugach Electric  Association.

There are less than 100,000 monthly billing m e m b e r s  buying 
electric power from Chugach Electric, Ma tanuska Electric, Homer 
E l e ctric and the M u n i ci pal Light & Power Co. Between the four 
utilities in southcent ral Alaska, there are a p p ro ximately 525 
bureaucrats, plus four complete m a n a g e m e n t  o r g a n i z a t i o n s  where 
one could do the job.

J: V 't : the best and brightest Ideas energizing in Alaska!
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Chugach E lectric A s s o c i a t i o n  has been involved in a major 
m a n a g e m e n t  scandal, touching on salaries, benefits and con tracts 
w r itt en under q u e stion able authority. C h u g a c h  reports a 100% 
cost o v errun on a power  d evel opment project at the B eluga Field 
near Anchorage. As c ustomers we are forced to pay these o u t r a g e o u s  
costs. ,

Senator Murkowski, I'm asking for your help in the following 
areas:

1. Stop the REA from any further action on C h u g a c h  E l e c t r i c  
A s s o c i a t i o n s  $37.7 m i l l i o n  dollar loan for cost o v e r r u n s  until 
there is a complete audit.

2. Request a comp lete audit of REA by the GAO, to d e t e r m i n e  
the following:

a. Propriety of the entire B e l u g a  Project, including 
salaries, contracts let o;i c o mpetit ive bid, cable 
laying o perations and vessels h ired to do the work.

b. Was the 1977 Foreign Cor rupt Bus iness P r a c tices 
Act violated in the purch a s e  of g enerato rs and the 
cable laying o p e r a t i o n s  from a foreign country?

c. Were c ontracts let under Federal guide lines for
competitive bid? Were c o n t r a c t o r s  who were involved
in the construction p r o jects for C h u g a c h  Electric 
owned by any C h u g a c h  employees?

Seven to ten million dolla rs in contracts were 
given out without co mpet i t i v e  bid by the M a n a g e r  of 
Ch ugach Electric, Bud Schultz.

d. What jus tifies the 100% cost overruns?

e. What savings would there be if three REA Co-ops,
along with the Municipal Light & Power were m e r g e d  
into one management o r g a n i z a t i o n  with three divi si o n s ?

a) division of generation, b) divisi-.i of 
transmission and distribution, and, c) 
division of administration.

f. How many times have m a j o r  line items been shifted in 
Ch u g a c h  Electric, Homer E l e c t r i c  and Matanuska Electric?
And, do these s h ifts indicate budget fraud? E x a m p 1e :
Matanu ska E l e ctric Association. I, as an elected Board 
Member refused to sign a waiver for borrowing $ 1 , 6 4 6 , 0 0 0  
this past August 1982. James F. Palin, M a nag er of M a t a n­
uska. Electric Asso c i a t i o n  stated at the time this money
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wa s  being borrowed for a new h e adqu arters b u i lding in 
Palmer, Alaska. The Board now has the intention of using 
this m o n e y  for o t h e r  projects b e si des building this u n­
nec e s s a r y  building. Is this o b t a i n i n g  Federal money under 
false pretenses?

g. A t t orney Roger Kemppel repre sents the three above 
m e n t i o n e d  u t i l itie s at the same time. Is this a conflict 
of interest?

My concern  is to stop the flow of m i l lio ns of dollars of 
F e der al funds w h i c h  flows through the C h u g a c h  Electr ic Association, 
w h i c h  we the customer m e m b e r s  must eventua lly pay. The re are many 
p e o p l e  who would be more than happy to talk to GAO investigato rs 
in A l a s k a  in order to get to the b ottom of this case.

In closing I would like to say that if there are any v i o l a t i o n s  
of F e d e r a l  laws then that i n formation should be turned over to the 
Federal G r a n d  Jury for p rosec ution of the individuals who are 
involve d in this scandal.

An early reply would be deeply appreciated.

S i n c e r e l y ,

Tom Staudenmaier, D i r ecto r 
of the Board, M a t a n u s k a  
Electri c Association

T S / i j b
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Mr. T o m  S t audenmaie r
P. C. Box 408
Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

Thank you for c o n t a c t i n g  my o ffi ce requ estina that I 
initiate a General A c c o u n t i n g  Office (GAO) i n v e s tigation 
into the activities of Chugach Electric.

In light of the fact that the REA has recently c o m p l e t e d  
a c o m plete audit of Chugach, along w i t h  the fact that a priv ate 
m a n a g e m e n t  audit c o m p l eted at the request of the A l a s k a  Public 
Utilities Commis sion has also r e c e n t l y  been completed, I do 
not believe the d i s r u p t i o n  and e x pense a s s o c i a t e d  w i t h  a GAO 
i n v e stiga tion is w a r r a n t e d  at this tine.

I appreci ate your conta cting m y  o f f i c e  about this matter.
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Mr. T o m  Staude n m a i e r
P.O. B ox 1603
E a g l e  River, AK 99577

Dear Mr. Staudenmaier:

I a p preciated  being inform ed of your efforts regarding 
the p r o pos ed m erge r of A l a s k a n  electrical co-ops ami tne 
s u g g ested audits of R.E.A. and C h ugach Electric Association.

A f t e r  re viewing the materi als you sent and the investigative 
work p r e p a r e d  by staff, I have concluded that there is not 
a j us tifiable basis at this time to reques t an audit of R.E.A. 
by the General A c c o u n t i n g  Office. Many of the questions you 
have raised rega rding m a n a g e m e n t  practices have been answered 
by internal audits and audits conducted by R.E.A. and the 
A i a s k a  Public Utilities Commission. In the case of Chugach 
Electric Association, changes were r e comm ended and adopted by 
the Association. Allega t i o n s  of serious w r o n g - d o i n g  were not 
substantiated.

I hope that this information is useful to you. Again, I 
a p p r e c i a t e d  hearing from you regarding these matt ers and 
will keep your concerns in mind. In the meantime, if you have 
any further comments or questions r e g a rdin g this matter, 
p leas e contact me.

Congressn ska

D Y : ra
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C h a rles A. B o w s h e r
C o m p t r o l l e r  G e n e r a l  /w- •

. U. 3. G e n e r a l  A c c o u n t i n g  O f f i c e  
Washington, D. C. 20510

{ Dear Mr. Bowsher:

I s p e a k  for a g roup of M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n ,  C h u g a c h  
E l e c t r i c  A s s o c i a t i o n  and H o m e r  E l e c t r i c  A s s o c i a t i o n  members, r e q u e s t­
ing your i m m e d i a t e  a s s i s t a n c e  iu p l u g g i n g  a rat hole, at least 
temporarily, w h i c h  tens of m i l l i o n s  of F e d e r a l  d o l l a r s  h a v e  already 
s l i d  down. *

Th e  C h u g a c h  E l e c t r i c  Asso ciation, a R u r a l  E l e c t r i c  A s s o c i a t i o n  
electri c u t i l i t y  l o c a t e d  in Anchorage, A l a s k a  reques t e d ,  as oJ?
N o v e m b e r  12, •. 1 9 8 2  yet a n o t h e r  F e d eral loan for $ 3 7 . 7  m i l l i o n  dollars
to cove r m a s s i v e  cost overruns;. O n e  y e a r  ago, C h u g a c h  E l e c t r i c
r e c e ived $41 m i l l i o n  d o l l a r s  from the R u r a l  E l e c t r i c  Association.
That loan too w a s  for the p u r p o s e  of p a y i n g  for cost overruns; on
the same p r o j e c t  that was s t arted in 1976 and w a s  to be c o m p l e t e d  in
1979. C h u g a c h  E l e c t r i c  Association, M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
and H o m e r  E l e c t r i c  A s s o c i a t i o n  are in d e e p  f i n a n c i a l  trouble. The 
reason is the h i g h  salaries, m i s m a n a g e m e n t  and d u p l i c i t y  in their work. 
T h e  former G e n e r a l  M a n a g e r  of C h u g a c h  El ectric, B u d  Schultz, was paid 
$ 1 4 5,000 ( p l u s  a r e t i r e m e n t  fee of $ 4 0 0 , 0 0 0  in cash) for wige;->; plus 
32% fringe b e n e f i t s  w h i c h  t o t a l s  $ 3 9 1 , 4 0 0  per year. T h e  M a n a g e r  of 
M a t a n u s k a  E l e c t r i c  Association., Ji m Palin, d r a w s  $ 7 3 , 0 0 0  p l u s  4 0 %  
fringe benefits, w h i c h  t o t a l s  $ 1 0 2 , 0 0 0  p e r  year. H o m e r  E l e c t r i c  
A s s o c i a t i o n  is just as bad. C h u g a c h  E l e c t r i c  for the m o s t  part 
generates the b u l k  of the e l e c t r i c  p o w e r  in s o u t h c e n t r a l  Alaska. 
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  buys 90% of its p o w e r  n e e d s  fram 
Chugach Electric. Ten p e r c e n t  is b o u g h t  from the E k l u t n a  P o w e r  
Authority. H o m e r  E l e c t r i c  C o - o p  buys 100% of t h e i r  p o w e r  needs 
from C h u g a c h  E l e c t r i c  Association.

T h e r e  are less tha n 100,000 m o n t h l y  b i l l i n g  m e m b e r s  b uying 
elect r i c  p o w e r  from C h u g a c h  Electric, M a t a n u s k a  Ele ctric, H o m e r  
E l e c t r i c  and the M u n i c ipal Light. & P o w e r  Co. B e t w e e n  the four 
utilities in s o u t h c e n t r a l  Alaska, ther e are a p p r o x i m a t e l y  525 
bureaucrats, p l u s  four c o m p l e t e  m a n a g e m e n t  o r g a n i z a t i o n s  w h e r e  one 
could do the job.

1 •; - t h e  beist a n d  b r i g h t e s t  i d e a s  eneiigtring In A l a s k a !  ... ’
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C h u g a c h  E l e c t r i c  A s s o c i a t i o n  has b e e n  i n v o l v e d  in a m a j o r  
m a n a g e m e n t  scandal, touch i n g  on. salaries, b e n e f i t s  and c o n t r a c t s  
wr i t t e n  under q u e s t i o n a b l e  authority. C h u g a c h  r e p o r t s  a 100% cost 
overrun on a p o w e r  d e v e l o p m e n t  p r o j e c t  at the B e l u g a  F i e l d  n e a r  
Anchorage. A s  c u s t o m e r s  w e  are forced to pay t h e s e  o u t r a g e o u s  costs.

Mr. Bowsher, I'm asking for your he lp %in the f o l l o w i n g  areas:
• i .

1. Stop the R E A  from any f u rther a c t i o n  on C h u g a c h  E l e c t r i c  
Associ a t i o n s  $ 3 7 . 7  m i l l i o n  d o l l a r  loan for cost o v e r r u n s  until 
there is ,i c o m p l e t e  audit.

2. R e q u e s t  a comp lete audit of R E A  by the GAO, to d e t e r m i n e  
the following:

a. P r o p r i e t y  of the entire B e l u g a  P r o j e c t  i n c l uding 
salaries, contr a c t s  let on c o m p e t i t i v e  bid, cable 
laying o p e r a t i o n s  and v e s s e l s  h i r e d  to do the work.

b. Was the 197 7 F o r e i g n  C o r r u p t  B u s i n e s s  P r a c t i c e s  
Act v i o l a t e d  in the p u r c h a s e  of g e n e r a t o r s  and the 
cable laying o p e r a t i o n s  from a f o r e i g n  c o u n t r y ?

c. W e r e  c o n t r a c t s  let under F e d e r a l  g u i d e  lines for
c o m p e t i t i v e  b i d ?  Were c o n t r a c t o r s  w h o  w e r e  inv olved
in the c o n s t r u c t i o n  p r o j e c t s  for C h u g a c h  E l e c t r i c  
o w n e d  by any C h u g a c h  e m p l o y e e s ?

Seven to ten m i l l i o n  d o llars  in c o n t r a c t s  w e r e  given 
out w i th out c o m p e t i t i v e  bid by the m a n a g e r  of C h u g a c h  
Electric, Bud Schultz.

d. What j u s t i f i e s  the 100% cost o v e r r u n s ?

e. Wh at s a v i n g s  would there be if t h r e e  R E A  Co-ops,
along with the M u n i c i p a l  Li ght and P o w e r  w e r e  m e r g e d  
into one m a n a g e m e n t  o r g a n i z a t i o n  w i t h  t hree divisions.

a) d i v i s i o n  of generation, b) d i v i s i o n  of 
t r a n s m i s s i o n  and distribution, and, c) 
d i v i s i o n  of administration.

f. How m a n y  times have m a j o r  line items b e e n  s h i f t e d  in 
Chugach Electric, H o m e r  E l e ctr ic a n d  M a t a n u s k a  E l e c t r i c ?
And, do these s hifts  indicate b u d g e t  f r a u d ?  E x a m p l e :
M a t a n u s k a  Elect r i c  Association. I, as an e l e c t e d  Board 
M ember r e f u s e d  to sign a w a i v e r  for b o r r o w i n g  $1,64 6 , 0 0 0  
this past August 1982. James F. Palin, M a n a g e r  of M a t a n­
uska E l e c t r i c  A s s o c i a t i o n  s t a t e d  at the time this m o n e y
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w a s  b e i n g  b o r r o w e d  for a n e w  h e a d q u a r t e r s  b u i l d i n g  in 
Palmer, Alaska. T h e  B o a r d  n o w  has the i n t e ntion  of u s i n g  
this m o n e y  for other p r o j e c t s  b e s i d e s  b u i l d i n g  this u n­
nec e s s a r y  building. Is this o b t a i n i n g  F e d e r a l  m o n e y  u nder 
false p r e t e n s e s ?

•' * •
g. A t t o r n e y  R o g e r  K e m p p e l  r e p r e s e n t s  the three abo ve * 
m e n t i o n e d  u t i l i t i e s  at the same time. Is t h i s  a c o n fli ct 
of i n t e r e s t ?

My c o ncern is to sto p the flow of m i l l i o n s  of d o l l a r s  of 
F e d eral funds  w h i c h  flows t h r o u g h  the C h u g a c h  E l e c t r i c  Ass ociation, 
w h i c h  we the c u s t o m e r  m e m b e r s  m u s t  e v e n t u a l l y  pay. T h e r e  are m a n y  
p e o p l e  w h o  w o u l d  b e  m o r e  than hap py to talk to G A O  i n v e s t i g a t o r s  
in A l a s k a  in o r d e r  to get to the b o t t o m  of this case.

In c l c s i n g  I w o u l d  like to say that if t h e r e  are any v i o l a t i o n s  
of F e d e r a l  la ws then that i n f o r m a t i o n  s h o u l d  be t urned o v e r  to the 
Federal  G r a c d  Jury for p r o s e c u t i o n  of t he i n d i v i d u a l s  who are in­
volv e d  in this scandal.

I o r i g i n c l l y  c o n t a c t e d  Sen. W i l l i a m  P r o x m i r e  r e g a r d i n g  a full 
G A O  audit o u t s i d e  the REA. H e  in turn referred m e  to o u r  State 
D e l e g a t e s  - Stevens, M u r k o w s k i  & Young.

I sent a r e q u e s t  to our D e l e g a t e s  and m e t  w i t h  them  or their 
Staff p e r s o n a l l y  c o n c e r n i n g  this in J a n u a r y  1983 in Wash ington, D. C. 
a n d  their r e s p o n s e  was that they w e r e  not g o i n g  to i n i t iate a GAO 
i nvestigation. It a p p e a r s  that they are p r o u d  o f  the w a y  C h u g a c h  
h a n d l e s  t h e i r  b u s i n e s s  a f f a i r s  and a p p r o v e  o f  the past p r a c t i c e s  of 
m a s s i v e  cost overruns. Some o f  their close  f r i e n d s  are the r e c i p i e n t s  
of the $9 m i l l i o n  d o ll ar c o n t r a c t s  that w e n t  out w i t h o u t  c o m p e t i t i v e  
bid.

In light of the poor  p e r f o r m a n c e  of o u r  A lask a C o n g r e s s i o n a l  
Delegation, Sen. P r o x m i r e  referred me d i r e c t l y  to the A n c h o r a g e  
G A O  office, R o n a l d  D. Kelso, S i t e  Coor dinator.

An early reply w o u l d  be d e e p l y  appreciated.

S i n c e r e l y ,

T o m  B t a u d e n m a i e r  
D i r e c t o r  of the Board 
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n

T S / i j b



u n it e d  States general  accounting  o ffic e

WASHINGTON, D.C. 20548

A C C O U N T IN G  A N D  r iN A N C IA l.
m a n a g e m e n t  D r y i i i o w

C o n t r o l  N u m b e r  
W S T t ------------------------------

2 5 APR 1983

Mr. T o m  S t a u d e n m a i e r  
D i r e c t o r  of the B o a r d  
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
E l e c t r i c  M e r g e r  C o m m i t t e e  
P.O. Box 1803 
E a g l e  River, AK. 9 9 5 7 7

D e a r  Mr. S t a u d e n m a i e r :

T h a n k  y o u  f o r  y o u r  l e t t e r  r e g a r d i n g  w r o n g d o i n g  a n d / o r  
m i s m a n a g e m e n t  in F e d e r a l  p r o g r a m s .

W e  are e v a l u a t i n g  the i n f o r m a t i o n  y o u  p r o v i d e d  to d e t e r m i n e  
i t s  u l t imate d i s p o s i t i o n  a n d  h a v e  a s s i g n e d  it t he a b o v e  c o n t r o l  

number.

If you h a v e  a d d i t i o n a l  i n f o r m a t i o n  r e g a r d i n g  this m a t t e r ,  
y o u  c a n  send it to the F r a u d  R e f e r r a l  a n d  I n v e s t i g a t i o n s  G r o u p  at 

the following address:

U. S. G e n e r a l  A c c o u n t i n g  O f f i c e
F r a u d  R e f e r r a l  a n d  I n v e s t i g a t i o n s  G r o u
R o o m  6134
441 G Street, NW.
W a s h i n g t o n ,  D. C. 20548

A d d i t i o n a l  i n f o r m a t i o n  can a l s o  be f u r n i s h e d  by using our 
t o l l - f r e e  hotline. The n u m b e r  is 8 0 0 - 4 2 4 - 5 4 5 4 .  P l e a s e  call b e­
tween 8:00 a.m. and 4:30 p.m. ( E a s t e r n  time), M o n d a y  t h r o u g h  
Friday, and one of my s t a f f  w i l l  a s s i s t  you.

W.ien p r o v i d i n g  a d d i t i o n a l  i n f o r m a t i o n ,  e i t h e r  by m a i l  or 
phone, it is i m p o r t a n t  that you refer to the contr ol n u m b e r  s h o w n  
in the upper r i g h t  h a n d  c o r n e r  of this letter.

Your interest and c o n c e r n  are a p p r e c i a t e d .

S i n c e r e l y  y o u r s

G e o r g e  C. Egan, Jr. 
A s s o c i a t e  D i r e c t o r  
F r a u d  P r e v e n t i o n / A u d i t  
O v e r s i g h t  G r o u p



1 UNITED STATES GENERAL ACCOUNTING OFFICE 
W ASH INGTO N , D .C . 20548

HESOURCES. COMMUNITY. 
AND ECONOMIC DEVELOPMENT 

DIV ISION M a y  5, 1 9 8 3

Mr. T o m  S t a u d e n m a i e r  
D i r e c t o r  o f  t h e  B o a r d  
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  
P.O. Bo x  1603  
E a g l e  R i v e r ,  A K  9 9 5 77

D e a r  Mr. S t a u d e n m a i e r :

Y o u r  l e t t e r  o f  M a r c h  30, 1983, w h i c h  w a s  r e f e r r e d  to o u r  
D i v i s i o n  on  A p r i l  22, 1983, r e q u e s t e d  a c o m p l e t e  a u d i t  of  the 
R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  (REA) a c t i v i t i e s  r e l a t i v e  
to the M a t a n u s k a ,  C h u g a c h ,  and  H o m e r  E l e c t r i c  A s s o c i a t i o n s .

T h e  G e n e r a l  A c c o u n t i n g  O f f i c e  is an a g e n c y  in the l e g i s l a­
tive b r a n c h  o f  the G o v e r n m e n t  w h o s e  p r i n c i p a l  p u r p o s e s  are to 
a s s u r e  c o m p l i a n c e  by  a g e n c i e s  of the e x e c u t i v e  b r a n c h  w i t h  
F e d e r a l  s t a t u t e s  g o v e r n i n g  the e x p e n d i t u r e  :>f p u b l i c  m o n i e s  
a p p r o p r i a t e d  b y  the C o n g r e s s  and to a s s i s t  in i m p r o v i n g  the 
e f f e c t i v e n e s s  a n d  e f f i c i e n c y  w i t h  w h i c h  G o v e r n m e n t  p r o g r a m s  are  
a d m i n i s t e r e d .  H o w e v e r ,  in the e x e c u t i o n  of  t h e s e  f u n c t i o n s ,  o u r  
r e p o r t i n g  r e s p o n s i b i l i t y  ru ns  to the C o n g r e s s  as a w h o l e ,  to 
c h a i r m e n  o f  c o m m i t t e e s  a n d  s u b c o m m i t t e e s ,  a n d  to i n d i v i d u a l  
M e m b e r s  of  C o n g r e s s  w h o  r e q u e s t  tha t w e  u n d e r t a k e  w o rk .

T h e  D e p a r t m e n t  of A g r i c u l t u r e  has p r i m a r y  r e s p o n s i b i l i t y  
for a s s u r i n g  t h a t  R E A  a c t i v i t i e s  ar e e f f e c t i v e l y  a d m i n i s t e r e d .  
One  w a y  the D e p a r t m e n t  a c c o m p l i s h e s  this is t h r o u g h  p e r i o d i c  
a u d i t s  of  R E A  by the O f f i c e  of I n s p e c t o r  G e n e r a l .  A c c o r d i n g l y ,  
we h a v e  r e f e r r e d  y o u r  r e q u e s t  for an a u d i t  to the D e p a r t m e n t ' s  
O f f i c e  of  I n s p e c t o r  G e n e r a l  for its c o n s i d e r a t i o n .

S i n c e r e l y  y o u r s

R o b e r t  !i. A l i e n ,  Jr. 
S e n i o r  G r o u p  D i r e c t o r



United States
f t )  Departm ent of
£ /  Agricu lture

Office of
Inspector
General

Washington,
D.C.
20250

Mr. Tom Staudenmaier 

Director of the Board 

Matanuska Electric Association MAY 2 4 1983

P.O. Box 1603

Eagle River, Alaska 99577 

Dear Mr. Staudenmaier:

Your letter of March 30, 1983, to Charles A. Bowsher, GAO, 

has been forwarded to our office.

We are checking into the alleged irregularities to see if 

any violations have occurred. You will be notified of our 

findings when we complete our review.

Sincerely,

LINDA C. MAGONE, Acting Chief 

Complaint Analysis Branch



United States
Departm ent of
Agriculture

O fiice  of
Inspector
General

Washington,,
D.C.
20250

NOV 2 3 1933

Mr. Tom Staudenmaier 

Executive Director

Staudenmaier Electric Merger Committee 

P.O. Box 1603

Eagle River, Alaska 99577 

Dear Mr. taudenmaier:

Your November 17 telegram to Secretary Block was referred to this office 

for reply.

Our investigation of your complaint concerning Chugach Electric Associa­

tion, Homer Electric Association, and Matanuska Electric Association is 

complete and a report (Hq-999-3) was issued on November 10, 1983.

The investigative report is currently being reviewed by officials of the 

Department to determine whether enforcement action may be appropriate. 

Since release of the report at this time would interfere with, enforcement 

proceedings, it is exempt from mandatory disclosure under the Freedom of 

Information Act, 5 U.S.C. 552(b)(7)(A)'. Therefore, your request for the 

report is denied.

You may appeal this decision to the Inspector General, U.S. Department of 

Agriculture, Washington, D.C. 20250.

Sincerely,

Assistant Inspector General 

Administration



N o v e m b e r  22, 1 9 8 3

T h e  H o n o r a b l e  J o h n  R. B l o c k
S e c r e t a r y  of A g r i c u l t u r e
l*lt.h St. u I n d e p e n d e n c e  Ave. , S. W.
W a s h i n y  ton, D. C. 20250

Dear Mr. Block:

On N o v e m b e r  18, 1982, I m a d e  a r e q u e s t  to S e n a t o r  P r o x m i r e  for a 
c o m p l e t e  in-depth, F e d e r a l ,  c r i m i n a l  a u d i t  of C h u g a c h  E l e c t r i c  Assoc:.,
Homer E l e c t r i c  A s s o c . , and M a t a n us k a E l e c t r i c  A s s o c . , c o n c e r n i n g  m a s s i v e  
c o s t  o v e r r u n s  o n  the B e l u g a  p r o j e c t  and w h a t  m a j o r  line items had been 
shif t e d .

S e n a t o r  P r o x m i r e  r e p l i e d  that si nc e Dept, of D e f e n s e  funds we re  not 
d i r e c t l y  involved, this r e q u e s t  should b e  d i r e c t e d  to our A l a sk a  Delegates, 
Stevens, Young & M u r k o w s k i .

I sent a w r i t t e n  r e q u e s t  to our D e l e g a t e s  D e c e m b e r  13th, 1982, and 
me t w i t h  them o r  t heir Staff p e r s o n a l l y  in W a sh in g to n , D. C. in 
J a n u a r y  1983, and t h e i r  r e s p o n s e  was to go  to hell.

L e t t e r s  w e r e  s e n t  to S e n a t o r  P r o x m i r e  by the m a n a g e m e n t  of MBA, H E A  
and the Rural E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  in an e f f o r t  to kill this 
investigation. In l i g h t  of the poor performance* of our A l a s k a  C o n g r e s s i o n a l  
Delegatio n,  S e n a t o r  P r o x m i r e  refer red m e  d i r e c t l y  to the C o m p t r o l l e r  
General, C h a r l e s  A. B ousher,  United S t a t e s  G e n e r a l  A c c o u n t i n g  O ffice in 
W ashing to n,  D. C.

On A pr i l .25, 198 3 C o n t r o l  No. 29514 w a s  a s s i g n e d  to this case.

J u n e  6 th, 1983 sp ecial agents for t he  O f f i c e  of I n s p e c t o r  General, 
S e c u r i t y  and S p e c i a l  Opt. .Lions, U. S. Dept, of A g r i c u l t u r e  a r r iv e d in 
tAnchoragc from W a s h i n g t o n ,  D. C. and f r o m  K a n s a s  C.iry, Missouri.

I wa s i n f o r m e d  th a t on N o ve m b e r  1.0th, 1983 the c r i m i n a l  i n v e s t i g a t i o n  
s c o m p l e t e d  b y  s p e c i a l  a g e n t  d oe  Rotunno.

1 h e r e b y  r e q u e s t  an i m m e d i at e  r e s p o n s e  to the d i s p o s i t i o n  of this 
i n v e s t i g a t i o n  c o n c e r n i n g  this scandal i n v o l v i n g  REA funds.



J o h n  R-. B l o c h  P a g e  2 N o v e m b e r  22, 1983

W i l l  there be c r i m i n a l  p r o s e c u t i o n  of the i n d i v i d u a l s  inv olved? 
If not, w h y  rot ?

Will th ere be c i v i l  p r o s e c u t i o n ?  If not, w h y  no t ?

If the D e p a r t m e n t  of A g r i c u l t u r e  d o e s  n ot  seel: c r i m i n a l  or civil 
p ro s ec u t i o n ,  then I h e r e b y  r e q u e s t  a c o p y  of the f i n d i n g s  of that 
i n v e st i ga t io n.

S i n c e r e l y ,

E x e c u t i v e  D i r e c t o r

T S / i j b

cc: CBS 60 Ilinutcs
A B C  20/20



p4  Bd){ 1G0f:■• EAGLE

MiTTEE
99577 • 694-4932, 684-2322

D e c e m b e r  22, 1983

P re si dent R o n a l d  Reag a n 
The White H o u s e  
Washington, D. C. 20250

De a r P r e s i d e n t  Reagan:

On N o v e m b e r  18, 1982, I ma de  a request to Se n at o r P r o x m i r e  for a 
complete in-depth, Federal, criminal audit of C h u g a c h  E l e c t r i c  Assoc., 
Ho me r  E l e c t r i c  Assoc., and M a t a n u s k a  E l e c t r i c  Assoc., c o n c e r n i n g  ma ss iv e  
cost o v e r r u n s  on  the B e l u g a  project and wh at  m aj or  line items had been 
shifted.

S e n a t o r  P r o x m i r e  r e p l i e d  that since Dept, of D e f e n s e  funds were not 
dire ct ly  involved, this re qu est should be dir ec t ed  to ou r A l a s k a  Delegates, 
Stevens, Y o u n g  &  Murkowski.

I sent a w r i t t e n  re quest to our D e l e g a t s  D e c e m be r 13th, 1982, and 
met with them or  their Staff p er so na lly in Washington, D. C. in January 
1983, and their r e s p o ns e  w as  to go to hell.

L e t t e r s  w e r e  sent to Se n at o r Pro x m ir e by the m a n a g e m e n t  of MEA, IIEA 
and the R u r al  E l e c t r i f i c a t i o n  A d m i ni s tr at i on  in an effort to kill this 
investigation. In light of the poor p e r f o r m a n c e  of our A l a s k a  C o n g r e s s i o n a l  
Delegation, Se na to r  P r o x m i r e  ref er re d me d i r e c t l y  to the C o m p t r o l l e r  General. 
Charles A. Bousher, U n it ed  S t at es  Genera l A c c o u n t i n g  O f f i c e  in W a s h i n g t o n , D . C

On Ap ri l  25, 1983 Control  No. 29514 w a s  ass i gn e d to this case.

June 6 th, 1983 special a g e n ts  for the O ffice of I n s p e ct o r General, 
Security a n d  Sp ecial Ope rations, U. S. Dept, of A g r i c u l t u r e  a r r i ve d in 
An ch o ra g e fro m Washington, D. C. and from Ka nsas City, Missouri.

I was i nformed  that on N o v e m b e r  10th, 1983.,the cri minal investigation 
was co mp l e t e d  by special agent Joe Rotunno.

A r e p l y  w a s  re ce i ve d  on N o v em b er  23rd, 1983 from the D e p a r t m e n t  of 
A g r i c u l t u r e  in d ic a ti n g that report #Hq. 999-3 was issued on N o v e m b e r  10th,
1983. T h i s  crimi na l i n v e s ti ga t iv e  report is cu rr ently being r ev iewed by 
of fi ci als of the De pa r t m e n t  to d e termin e w h e t h e r  e n f o r c e m e n t  action may 
be appropriate.
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P r e s i d e n t  R o n a l d  Reagan Pa ge 2 D e c e m b e r  22, 1983

Mr Presi dent, th r ou g h hours of research, w e  have u n c o v e r e d  the fact 
that Stevens, Y o un g  & M u r k o w s k i  have r e c e i v e d  s u b s ta n ti al  financial c o n t r i­
but i o n s  from the A c ti on  C o m m i t t e e  for Rural E l e c t r i fi ca t io n , 1800 M a s s a c h u­
sett s  Ave. N. W. , Washington, D. C. 20036.

A c c o r d i n g  to the Fe deral E l e c t io n  C o m m i s s i o n  Reports, one of the 
c o n g r e s s i o n a l  d e le g a t e s  from A l a s k a  r e c e i v e d  a su bs t an t ia l  c o n t r i b u t i o n  
from Wayne H. Henson, 1701 E. 1st Avenue, Ancho ra ge , Ak. 99501. His 
e m p l o y e r  is Y o r k  Steel, who is o n e  of the p ri m e sus p ec ts  in this $ 1 0 0  mi ll ion 
d o l l a r  cost overrun.

We have f o ll o w e d  your p r e s i d e n c y  the last three years in the areas of 
yo ur  e f f o r t s  in u n c o v e r i n g  waste, m i s m a n a g e m e n t  and corru p ti o n in the 
Fe de ra l system. In light of Stevens, Y o u n g  & M u r k o w s k i ' s  refusal to help 
clean up t he ir  own backyard, they may try to qu a sh  and c over up this 
i n v e s t i g a t i o n  to pr ot ect some of their fr ie nd s  who are involved.

Mr. Presi de nt, I ask you to look into the m a t t e r  of this incident.

Will there be cri mi na l p r o s e c u t i o n  of the i nd i vi d u a l s  in v olved?

Will there be civil p r o s e c u t i o n ?  If not, why not?

If the D e p a r t m e n t  of A g r i c u l t u r e  does not se ek  crim inal or civil 
pr osecutio n,  then I hereby req ue st  a copy of the f indings  of that 
i n v e s t i g a t i o n .

We h e re by  request an i m mediat e r e s p o n s e  to the d i s p o s i t i o n  of this 
i n v e s t i g a t i o n  c o n c e r n i n g  this scandal in v ol v in g REA funds. It af fe ct s  
h u n d re d s of t ho u s a n d s  of Alaskans.

R e s p e c t f u l l y  yours,

/Tom S t a u d e n m a i e r  
E x e c u t i v e  D i r e ct o r

T S/ijb

P. S. We  A l a s k a n s  wis h you and Nancy a Merry C h r i s t m a s  and J oy o us  New 
Y e a r !

h V the (best and brightest Ideas energizing In Alaska!
_L



United States
(U J W j)  Department of

Agriculture

Office of
Inspector
General

Washington,
D.C.
20250

FEB - 9 IS84

Mr. Tom Staudenmaier 

Executive Director

Staudenmaier Electric Merger Committee 

P.O. Box 1603

Eagle River, Alaska 99577 

Dear Mr. Staudenmaier:

This replies to your February 7 telephone call during which you reiterated your 

request for investigative report Hq-999-3.

Mr. Free withheld the report because it was being reviewed by officials of the 

Department to determine whether enforcement action was appropriate and because 

release at that time would have interfered with enforcement proceedings. We 

have now determined that release of the report will no longer interfere with

enforcement proceedings. A copy is enclosed.

Please send $6.40 to cover copying costs (10 cents per page). Your check or

money order should be made payable to "Treasury of the United States" and

mailed to:

Mr. L. L. Free 

Office of Inspector General 

U.S. Department of Agriculture 

Room 8-E, Administration Building 

Washington, D.C. 20250

Sincerely,



T H E  W H I T E  H O U S E  

W A S H I N G T O N

F e b r u a r y  22, 1984

Dear Mr. Staudenmaier:

This is in resp on se to y o u r  recent letter to the President, 
w h i c h  was  fo rw arded to m y  offi ce  for reply.

Please be  ad v is e d that w e  have f o rwarde d yo u r c or r es po n de n ce  
to the Ge ne r a l Co un sels at the D e p a r t m e n t  of A g r ic u lt u re  and 
the F e de r al  El ec ti ons C o m m i s s i o n  so that it m a y  receive 
a pp r op r ia te  c on s id e r a t i o n  by those G o v e r n m e n t  of f ic ia ls 
re spo n si b le  for r e v ie w  of such matters. It is e s ta b li sh e d 
White Ho us e po li c y  not to b e co me  i nv ol ve d in p a rt i cu l ar  
i n v e s t i g a t o r y  m a t t er s  p e nd in g  bef or e a Fe de ra l d e pa rt m en t  
such as the D ep ar tment of Agriculture,  or w h i c h  come u nd er 
the j u ri s di c ti on  c* an i nd ep en dent a g en c y such as the 
Fe de ra l E_ ections Commission.

I am c on f id en t  you wi l l u n d e r s t a n d  the need  for ! his pol ic y 
as a me a ns  for m a i n t a i n i n g  pu bl i c  c on f id en c e in the 
e f fe ctive and impartial ad m in i s t r a t i o n  of  ou r  laws.

W i t h  best regards,

S i n c e r e l y ,

Fred F. F ield in g 
Co un se l to the President

Mr. T om  S ta u denmaie r 
Executive  D irec to r of S t a u d e n m a i e r 's 

El ectric  Me rger C o mm it t ee  
Post Office Box 1603 
Eagle River, Alaska 99577
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N o v e m b e r  .16, 19 83

C B S - 6 0  M i n u t e s  »
555 W. 57 t h  S t r e e t  
N e w  York, N. Y. 10019.

Re: T e l e p h o n e  C o n v e r s a t i o n
of N o v e m b e r  15th, 1983

*

De ar Sirs: :

P l e a s e  find e n c l o s e d  the n e w s p a p e r  c l i p p i n g s  tha t y ou a s k e d  
for. A  c o p y  of a l e t t e r  to.U. S. S e n a t o r  P ro x mi re , the G o v e r n m e n t  
A c c o u n t i n g  O f f i ce ,  and all  o t h e r  p e r t i n e n t  data.

On N o v e m b e r  10th, 1 9 8 3  a c r i m i n a l  a u d i t  w a s  c o m p l e t e d  by  
F e d e r a l  a g e n t s  f r o m  t he  O f f i c e  of S e c u r i t y  and Sp ecial O p e r a t i o n s ,  
U. S. Dept, of A g r i c u l t u r e .

T h e r e  is c o n c e r n  o n  our p a r t  that an e f f o r t  is u n d e r w a y  to 
c o v e r  u p  t h e s e  fi nd ings.

to
9

I w o u l d  e n c o u r a g e  y ou to c o n t a c t  S e c r e t a r y  of A g r i c u l t u r e ,  
J o h n  R. Block.

S i n c e r e l y  yours,

T o m  S t a u d e n m a i e r  
E x e c u t i v e  D i r e c t o r

T S / i j b  

A t t a c h m e n t s

be :;! and  b rjc iftast icteas e-ir-rgbing in A laska!



N o v e m b e r  16, 19 8 3

M a r y  Jo  M a l o n e
A B C  - 20/20 • . »
77 W. 6 6th S t r e e t
N e w  York, N. Y. 1 0 0 2 3  •

Re: T e l e p h o n e  C o n v e r s a t i o n  
- ' of N o v e m b e r  15th, 1983

D e a r  Ms. M a l o n e :

P l e a s e  f i n d  e n c l o s e d  the n e w s p a p e r  c l i p p i n g s  t h at  you a s k e d  
for. A  c o p y  o f  a l e t t e r  to U. S. S e n a t o r  P r o x m i r e ,  the G o v e r n m e n t  
A c c o u n t i n g  O f f i c e ,  and all o t h e r  p e r t i n e n t  data.

On N o v e m b e r  10th, 1983 a c r i m i n a l  a u d i t  w a s  c o m p l e t e d  by 
F e d e r a l  a g e n t s  f r o m  the O f f i c e  of S e c u r i t y  a nd  S p e c i a l  O pe ra ti ons, 
U. S. Dept, o f  A g r i c u l t u r e .

T h e r e  is c o n c e r n  on o u r  p a r t  that an e f f o r t  is u n d e r w a y  to 
c o v e r  up t h e s e  f i n d in g s.

•» •

I w o u l d  e n c o u r a g e  you to c o n t a c t  S e c r e t a r y  of A g ri c ul t ur e , 
J o h n  R. Block.

S i n c e r e l y  y ours,

T o m  S t a u d e n m a i e r  
E x e c u t i v e  D i r e c t o r

T S / i j b

A t t a c h m e n t s  &



D e c e m b e r  01, 1983

P a t r i c i a  A. K l e i n  
C h i e f  of P u b l i c  Rec or d s 
F e d e r a l  E l e c t i o n  C o m m i s s i o n  
1325 "K" Street, N  W  
W a shin gt on , D. C. 20463

Attention: L u c i n d a  Mu n g e r

Dear Ms. Munger:

O n  m y  v i s i t  of N o v e m b e r  22nd, 1983, Ippa i d c a s h  in the 
a m o u n t  of $118.00 to g e t  co pi e s  made.

A s  per our telephone c o n v e r s a t i o n  of today, p l e a s e  find 
e n c l o s e d  a c h e c k  for the b a la n ce  of $105.00 for the c o s t  of 
c o p yi ng  c a m p a i g n  c o n t i i b u t i o n  records c o n c e r n i n g  Stevens, Young 
a n d  Murkowski.

T h a n k  you for your a s s i s t a n c e  in this matter. P l e a s e  send 
the cop ies as soo n as possible.

S i n c e r e l y  yours,

T o m  S t a u d e n m a i e r  
E x e c u t i v e  D i r e c t o r

T S / i j b

A ttachment: c h ec k
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BILL SHEFFIELD, GOVERNOR

REPLY TO:

ALASKA PUBLIC OFFICES COMMISSION
□ 610 C STREET, SUITE 211

ANCHORAGE, ALASKA 99501-3598
(907) 276-4176

□ JUNEAU BRANCH OFFICE 
POUCH CO
JUNEAU, ALASKA 99811-0222 
(907) 465-4864

March 31, 1983

Tom Staudenmaier

Staudenmaier's Electric Merger Committee 

Post Office Box 8-890 

Anchorage, Alaska 99508

Dear Tom:

You have asked me to confirm that the Electric Merger Committee, funded 

separately and independently of the Alaska Conservative Political Action 

Committee, is not subject to the reporting requi reinents of Alaska's Campaign 

Disclosure Law, AS 15.13, with regard to elections held by private entities 

such as the Matanuska Electric Association and the Chugach Electric Association. 

The reason for this is that the disclosure requirements of AS 15.13 apply only 

to state and municipal elections. Hence, efforts to influence the outcome of 

the election held by a private entity are not reportable; advertising related 

to such a private election is not within the APOC's jurisdiction and is not 

required to carry the identification specified by AS 15.13.090.

In the event that the subject of a merger appears on the ballot at a 

Municipality of Anchorage election, however, efforts to influence the outcome 

of that municipal election would be reportable under AS 15.13 and required to 

be identified.

Sincerely

ALASKA PUBLIC OFFICES COMMISSION

Theda S. Pittman 

Executive Director

TSP/dh



M a t a n u s k a  E l e c t r ic  A s s o c ia t io n , In c .

P.O. BOX 1148 

PALMER, ALASKA 99645
TE LE P H O N E  

(907) 745-3231

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

D ecem ber 21, 1983

M r. Thom as G . Staudenm aier 
Staudenm aier's E lectr ic  M erger Committee 
P . 0 .  B ox  1603 
Eagle R iv e r , A laska 99577

Dear M r. S tauden m aier:

In re fe re n ce  to y o u r  le tter  o f  D ecem ber 7 , to MEA P res id en t R o b e rt  H u sted , 
in w hich you  b a s ica lly  re q u e ste d  a $25,000 co n tr ib u tio n  from  MEA to the 
Staudenm aier E le ctr ic  M erger Com m ittee, p lease  b e  a d v ised  that the MEA 
B oard  o f  D irecto rs  v o ted  aga in st m aking a con tr ib u tion  to y o u r  Com m ittee. 
S ince you  w ere p re se n t  at that m eetin g , I fe e l co n fid e n t  that you  
u n d ersta n d  th e  re a son s  fo r  the B oa rd s ' d e c is io n . In a d d it io n , and as you  
will no d ou b t re ca ll, on N ovem ber 9 , 1982, th e  B oard  in c lu d e d  the 
fo llow in g  comment in R esolu tion  N o. 1018, "WHEREAS, th e  B oard  o f D ire cto rs  
o f  M atanuska E lectr ic  A ssoc ia tion , In c . b eca u se  it has n ot yet been  
fu rn ish ed  with s u ff ic ie n t  in form ation  and v e r ifie d  fa c ts  in s u p p o r t  o f  the 
m ergei p lan , has taken no p osition  on th is  p la n ."  T o  the b est o f  my 
k n ow led g e , the  B oa rd 's  position  has not ch a n g e d .

Should  you  h ave  need fo r  add ition a l in form ation , p lease  sen d  us a letter  
deta ilin g  the r e q u e s t ,  and MEA will ce r ta in ly  co n s id e r  an a p p ro p r ia te  
re s p o n s e .

H appy H olidays to you and y o u r s .

G enera l M anager 

mm

c c :  B oard o f  D ire cto rs  
R og er  R . K em ppel

S in ce re ly ,

A L A S K A ' S  F I R S T  R E C -  I N C O R P O R A T E D  1 9 4 1 - E N E R G I Z E D  1942



Homer Electric Association, Inc.

C E N T R A L  O F F IC E : P.O. BO X 429 O H O M E R , A L A S K A  99 603  0429 0  19071 235-8167

D e c e m b e r  14, 1983

Mr- T o m  S t a u d e n m a i er ,  Exec. D i r e c t o r  

S t a u d e n m a i e r ' s  E l e c t r i c  M e r g e r  C o m m i t t e e  

P. 0. B o x  1603 

E a g l e  River, A l a s k a  99577

D e a r  Mr. S t a u d e n m a i e r :

R e f e r e n c e  is m a d e  to you r  c o m m u n i c a t i o n  d a t e d  D e c e m b e r  7, 1983, r e l a t i v e  to 

you r p r o p o s e d  merg e r .

P l e a s e  b e  a d v i s e d  t h a t  H E A  is p r e s e n t l y  in t h e  p r o c e s s  of f o r m i n g  a 

G e n e r a t i o n  & T r a n s m i s s i o n  C o o p e r a t i v e ;  a n d ,  t h e r e f o r e ,  w o u l d  n o t  b e  

i n t e r e s t e d  in f o r m i n g  a second o r g a n i z a t i o n .

Best wi s h e s  for a h a p p y  h o l i d a y  season.

V e r y  t ruly yours,

H O M E R  E L E C T R I C  A S S O C I A T I O N ,  INC.

LR:em



ELECTRIC MERGER COMMITTEE
^  P.O. BOX 1603 • EAGLE RIVER, AK 99577 • 6944982, 694-2322

News Re l e a s e No v , 17, 1983

ft
Pr o p o s e d n e w B i-La w s  of t h e A l a s k a So u t h c e n t r a l  E l e c t r i c Co -o p , t o b e  v o t e d

ON BY THE MEMBERS OF CHUGACH ELECTRIC ASSOC,, MATANUSKA ELECTRIC ASSOC, AND

Ho m e r E l e c t r i c  A s s o c ,, u n d e r  T itle 10, St a t u a t o r y  La w , Ch a p t e r 25, El e c t r i c a l  

a n d T e l e p h o n e  Co -o p e r a t i v e  A c t , Ar t i c l e  II, M e r g e r a n d Co n s o l i d a t i o n , I

S e c t i o n 10.25.240, I

1, T h e A l a s k a So u t h c e n t r a l  El e c t r i c Co -o p 's Bo a r d o f D i r e c t o r s s h a l l  |

CONSIST OF 11 MEMBERS, THE Co -Op 's HEADQUARTERS SHALL BE IN ANCHORAGE, I

A l a s k a ,

Ra t i o n a l e : Ev e r y  a r e a  in S o u t h c e n t r a l  Al a s k a  is e q u a l l y r e p r e s e n t e d  b y

POPULATION USING THE SAME REAPPORTIONMENT METHOD AS THE ALASKA STATE SENATE.

2, T h e B o a r d o f D i r e c t o r s s h a l l  n o t s e r v e  m o r e  t h a n o n e c o n s e c u t i v e  f o u r

YEAR TERM,

Ra t l q n a l e : Ne w p e o p l e w i l l  b r i n g n e w ide as t o t h e B o a r d of D i r e c t o r s , 

w i t h o u t  l e t t i n g  a n y  c e r t a i n  g r o u p  d e v e l o p  a p o w e r s t r u c t u r e .

3, M o n t h l y  Bo a r d M e e t i n g s  s h a l l  b e c o n v e n e d  o n t h e s e c o n d  Sa t u r d a y  of e a c h

MONTH, CONVENING AT 10:00 AM. THE MEETINGS SHALL BE HELD ON A ROTATING BASIS 

STARTING IN ANCHORAGE, THE NEXT MONTHLY MEETING SHALL BE IN THE Mat/Su VALLEY. 

FOLLOWED BY THE KENAI PENINSULA. EACH OF THESE AREAS SHALL HAVE FOUR MEETINGS 

PER YEAR, FOLLOWING THE ABOVE ROTATION SCHEDULE. THIS ROTATION SHALL NOT BE 

CHANGED UNLESS VOTED ON BY THE MEMBERSHIP AT LARGE,

Bat I-Quale : This will give the consumer/owners of the Alaska Southcentral 

Electric Co-op maximum exposure to the Board of Directors for their maximum

PARTICIPATION,

//F\\  STAUDENMAIER’S I

the best and brightest ideas energizing in Alaska!



STAUDENMAIER’S

ELECTRIC MERGER COMMITTEE
£p  P.O. BOX 1603 • EAGLE RIVER, AK 99577 • 694-4982, 694-2322

Pa g e  2

4, All o f f i c i a l  m e e t i n g s ,, i n c l u d i n g w o r k  s e s s i o n s , s h a l l  b e t a p e d , t r a n s ­

c r i b e d  AND THE ORIGINAL COPY HELD AT THE Co-OPS HEADQUARTERS FOR SEVEN YEARS.

T h e t a p i n g s y s t e m  s h a l l  b e o f t h e s a m e q u a l i t y  a s t h a t  of t h e A n c h o r a g e 

M u n i c i p a l  As s e m b l y . A l l i s s u e s s h a l l  b e r e c o r d e d  b y r o l l  c a l l  v o t e .

Ra t i o n a l e : To m a i n t a i n  a c o m p l e t e  r e c o r d  of t h e b u s i n e s s  t h a t t r a n s p i r e s

w i t h i n  t h e  Al a s k a So u t h c e n t r a l  El e c t r i c Co -o p .

5. A c o m p l e t e , c e r t i f i e d  c o p y  of t h e s e  t r a n s c r i p t s  s h a l l b e p o s t e d a t

EACH LOCATION OF THE Ak, SOUTHCENTRAL ELECTRIC Co -Op 's PLACE OF OFFICIAL 

BUSINESS, AND MADE AVAILABLE TO THE MEMBERSHIP WITHIN A8 HOURS OF A BOARD

m e e t i n g . Th e s e a r e to b e u p d a t e d  o n a m o n t h l y  b a s i s .

Ra t i o n a l e : To g i v e  t h e c o n s u m e r /o w n e r i m m e d i a t e a c c e s s  t o t r a n s a c t i o n s

THAT OCCURED AT THE BOARD MEETINGS OR WORK SESSIONS.

6. The general manager shall serve f o r  a one 5 year term. The board

OF DIRECTORS CAN REPLACE HIM OR HER AT THEIR DISCRESSION AT ANY TIME DURING 

HIS/HER TERM IF HIS/HER SERVICES ARE BELOW EXPECTATIONS.

Ra t i o n a l e : "n e w l e a d e r s h i p  b r i n g s n e w a n d f r e s h  i d e a s".

7. A l l s a l a r i e s  a n d b e n e f i t s  of t h e e m p l o y e e s  of t h e A k . So u t h c e n t r a l  

E l e c t r i c Co -op s h a l l  b e m a d e  p u b l i c t o t h e m e m b e r s h i p , w i t h an u p d a t e e v e r y 

s i x m o n t h s . B e n e f i t s s h a l l  n o t e x c e e d 20% of t h e b a s e s a l a r y . Th e s a l a r i e s ,

BENEFITS AND JOB TITLES SHALL BE POSTED IN ALL OF THE OFFICIAL OFFICES OF 

THE CO-OP FOR MEMBERSHIP REVIEW,

Rationale: The membership o w n s  the Co-op. The members are the employer

AND THEREFORE SHOULD BE AWARE OF THE SALARIES AND BENEFITS THAT THEIR 

EMPLOYEES ARE BEING PAID.

the best and brightest ideas energizing in Alaska!



ELECTRIC MERGER COMMITTEE
P.O . BOX 1603 • EAGLE RIVER, AK 99577 • 6944932, 694-2322 jK

Pa g e 3

8, Th e s a l a r y of t h e Ge n e r a l Ma n a g e r s h a l l  n o t e x c e e d t h e b a s e s a l a r y 

of t h e  Go v e r n o r  of t h e St a t e  of A l a s k a ,

Ra t i o n a l e ; T h e r e a r e  t h o u s a n d s  of Am e r i c a n  m e n  a n d w o m e n  w h o a r e

QUALIFIED, WHO ARE LOOKING FOR JOBS,

9. It s h a l l  t a k e a 2/3 v o t e b y t h e b o a r d of d i r e c t o r s  t o i m p l e m e n t a

PAY RAISE FOR THE EMPLOYEES,

Ra t i o n a l e ; To c o n t r o l  o v e r h e a d  e x p e n s e s a n d h e l p k e e p t h e c o s t of t h e

ELECTRIC UTILITIES REASONABLE,

10, Th e Al a s k a S o u t h c e n t r a l  E l e c t r i c C o -op s h a l l  be a n o n -p r o f i t

ORGANIZATION AND THEREFORE SHALL NOT ENGAGE IN ANY NEW CONSTRUCTION. NEW 

CONSTRUCTION IS DEFINED AS: ANY ITEMS THAT ARE NOT ALREADY PHYSICALLY IN

PLACE, INCLUDING TEMPORARY POWER, THE ALASKA SOUTHCENTRAL ELECTRIC C o -OP 

SHALL BE DESIGNATED AND SHALL FUNCTION AS A SERVICE AND MAINTENANCE ORGANI­

ZATION. N evi c o n s t r u c t i o n  s h a l l  b e  p u t  o u t  t o  c o m p e t i t i v e  b i d  t o  p r i v a t e

ENTERPRISE,

Ra t i o n a l e : Th e A l a s k a So u t h c e n t r a l  E l e c t r i c Co -op is a n o n -p r o t i t

ORGANIZATION AND SHALL NOT COMPETE WITH A PROFIT MAKING ORGANIZATION,

La b o r p r o d u c t i v i t y  is m u c h  g r e a t e r  in p r i v a t e  i n d u s t r y ,

11, Ma i n t e n a n c e  a n d s e r v i c e  p e r s o n n e l  u n d e r a c o l l e c t i v e  b a r g a i n i n g

AGREEMENT WITH IHE ALASKA SOUTHCENTRAL ELECTRIC Co -OP SHALL RECEIVE 85%

OF CONSTRUCTION SCALE, PLUS BENEFITS,

Ra t i o n a l e : T he A l a s k a So u t h c e n t r a l  E l e c t r i c Co -op is e s t a b l i s h e d a s a

MAINTEN/'NCE AND SERVICE ORGANIZATION, NOT AS A CONSTRUCTION COMPANY, T H E R E ­

FORE THE MEN AND WOMEN WHO WORK SERVICE AND MAINTENANCE ARE NOT ENTITLED TO

STAUDENMAIIER’S

the best and brightest ideas energizing in Alaska!



ELECTRIC MERGER COMMITTEE
^  P.O. BOX 1603 • EAGLE RIVER, AK 99577 • 6944982, 694-2322

Pa g e 4

FULL CONSTRUCTION SCALE, THOSE WHO WANT TO RECEIVE FULL CONSTRUCTION SCALE 

SHOULD TAKE THEIR TALENTS AND WORK IN THE CONSTRUCTION INDUSTRY, THIS IS 

A FAIR AND EQUITABLE WAGE AND THE SAME TYPE OF WAGE PLAN USED BY ALYESKA

P i p e l i n e S e r v i c e Co ,

12. T h e B e l u g a  Po w e r St a t i o n  s h a l l  b e d e s i g n a t e d  a s l o c a l  h i r e a n d

SERVICE AND MAINTENANCE SHALL BE RUN ON THREE 8 HOUR SHIFTS, TWENTY-FOUR 

HOURS PER DAY, SEVEN DAYS A WEEK.

Ra t i o n a l e : Cu t d o w n  c o s t  of o v e r h e a d  t o m a i n t a i n  t h e m e n a n d w o m e n

WHO WORK AT BELUGA, CREATE MORE JOBS BY CUTTING OVERTIME,

13. B id p r o c e d u r e s  s h a l l  f o l l o w  t h e bi d p r o c e d u r e s  of t h e St a t e of 

A l a s k a on a l l  n e w c o n s t r u c t i o n  p r o j e c t s , An y v i o l a t i o n s  of b i d p r o c e d u r e s  

s h o u l d b e c l a s s i f i e d  a s a f e l o n y  c o u n t u n d e r St a t u a t o r y  La w ,

Ra t i o n a l e : Ev e r y b u s i n e s s  e s t a b l i s h m e n t  t h a t  w a n t s  t o p a r t i c i p a t e  in

THE BIDDING PROCESS SHALL HAVE AN EQUAL OPPORTUNITY TO PARTAKE OF THE

Am e r i c a n  f r e e e n t e r p r i s e  s y s t e m ,

14. L ine Ex t e n s i o n  Po l i c i e s : T he A l a s k a So u t h c e n t r a l  E l e c t r i c Co -o p 's

LINE EXTENSION POLICIES SHALL BE: 1, ALL NEW SUBDIVISIONS MUST SECURE

THEIR OWN FINANCING FOR THEIR ELECTRIC POWER INSTALLATION AND SHALL BUILD 

THEIR SYSTEM TO THE ALASKA SOUTHCENTRAL ELECTRIC Co -OP's SPECIFICATIONS,

SO IT IS COMPATIBLE WITH THE MAIN POWER GRID SYSTEM. 2 EACH SUBDIVISION 

SHALL CHOOSE HIS OWN METHOD OF INSTALLATION PROVIDED IT MEETS THE SPECIFI­

CATIONS of t h e A l a s k a So u t h c e n t r a l  E l e c t r i c Co -o p , 3, Wh e n t h e s e s p e c i f i ­

c a t i o n s ARE MET, THEN THE A k . SOUTHCENTRAL ELECTRIC Co -OP ^HALL ENERGIZE 

THE SYSTEM,

STAUDENMAIER’S

the best and brightest ideas energizing in Alaska!



■ ELECTRIC MERGER COMMITTEE
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Pa g e 5

15, T h e Tr a n s i t i o n  T e a m o f t h e A l a s k a So u t h c e n t r a l  E l e c t r i c Co -o p ,

1, The transition team shall be made up of three members from 

MEA, HEA & CEA, each selected by their own Board of Directors.

2. T h e t r a n s i t i o n  t e a m p o w e r s s h a l l  b e :

A, To OVERSEE THE OFFICIAL ELECTION OF THE PERMANENT ELEVEN 

MEMBER BOARD WITHIN 60 DAYS OF THE MERGER VOTE.

B. TO EXECUTE CONTRACTS FOR THE LENGTH OF 60 DAYS ONLY, ON 

BEHALF OF THE ELECTION PROCESS,

16, The present three utilities, MEA, HEA & CEA shall function in

THEIR INDIVIDUAL CAPACITY UNTIL THE NEW ELEVEN MEMBER BOARD IS SELECTED,

The n e w b o a r d of d i r e c t o r s  s h a l l  h a v e n i n e t y d a y s  t o c o m p l e t e  t h e m e r g e r ,

17, A ll j o b s  s h a l l  b e f i l l e d t h r u a p p l i c a t i o n s  r e c e i v e d  a t  th e 

Pe r s o n n e l D e p t , of t h e A l a s k a So u t h c e n t r a l  E l e c t r i c  Co -o p . No p r e s e n t  e m p l o y e 

is guaranteed their position in t h e n e w o r g a n i z a t i o n ,

Ra t i o n a l e : A l l q u a l i f i e d  Al a s k a n s s h a l l  h a'-e t h e s a m e o p p o r t u n i t y  

t o a p p l y  a n d c o m p e t e  fo r t h e j o b s  t h a t a r e  a v a i l a b l e  in t h i s n e w Co -o p ,

/7£VS STAUDENMAIER’S

\s (  ^ ^  *■

To m St a u d e n m a i e r  
Ex e c u t i v e  D i r e c t o r

the best and brightest ideas energizing in Alaska!



L U B t t T I S I  K f c U I S I H A I I U N

ALASKA PUBLIC OFFICES COMMISSION 

Pouch C O  

Juneau, Alaska 99811-0222 

(907) 465-4864 or 465-4865

RETURN TO:

(PLEASE PRINT OR TYPE)

m i m w v

APR 1 1 1 3 8 4

a p o c -a n c h  

P M  C O T

Part 1. GENERAL INFbRMATION (The address you indicate below will be used by the APOC when forwarding information regarding the Regulation of Lobbying.)

Lobbyist's Name

Business Address (Street, City, State, Zip Code)

/ t o  3

Home Telephona

Business Telephone

Home Address (Street, City, State, Zip Code)v-ooftl .

Part 2. THIS FORM IS:

nltlal Registration Initial Date of Lobby^rJ^hiOrear CD Additional Employer

Part 3. EMPLOYER INFORMATION: NAME An £> ADDRESS

Initial Data cf Lobbying this Vear CD Amendment
(Change ot Address, Status, etc.)

Name of Business

^ ' b V C  -S’ £ 7 " /Z * '<2- S'? urYL 9  Jjr/L 7/JO C ? < / ~ ' 2 , 5 Z ~ Z

Telephone

Mailing Business Address (Street, P.O. Box, City, State, Zip Code)

Part 4. Name and Address of person who has custody of records required to be maintained by AS 24.45. if other than tha lobbyist named in Part 1. 

Name Title ' Telephone

Mailing Address (Street, City, State, Zip Code)

Part 5. EMPLOYMENT INFORMATION LOBBYIST IS:

□  Employed solely as a lobbyist •

CD Retained to lobby In addition to other duties, I.e. consulting

regular employee performing services for employer which include, but aro not limited to, Influencing legislative or administrative action.

O  A representational lobbyist, i.e., an Individual who receives no salary, fee or othor compensation from the entity on whoso bohalf he Is lobbying but whose 

expensei are reimbursed.

Part 6. TYPE OF LOBBYING:

Legislative CD Administrative

Part 7. NATURE OF COMPENSATION:

CD Salary CD Fee {^Reimbursement of Expenses CD Other (Specify)

Part 8. DESCRIPTION OF LOBBYING ACTIVITIES:

Give a general descrip' an of the subjects or mattors on which the registrant expects to lobby or to ongago in the influencing of legislative or administrative action.

Part 9. CERTIFICATION
1 hereby certify that this registration is true, complete and correct, in accordance with AS 24.45.041,
Loobyln'iSionjJtjrr NOTE: Yousj/trarTirnot copjrdered completo unless signed by the lobbyist: Data y f j/ / ^ ^ y  8- y
Complete the following if th« form was prepared by someone othor than the lobbyist:

Signature Dare Telephone

Type or Print' Nima Position

Business Address

R E M I N D E R :  For each reporting period in which you remain registered as a lobbyist you must file a LOBBYIST R E P O R T  (Form 24-3). If

you have had no activity during the period, i.e., received no compensation or made no expenditures, you are still required to 

submit Form 24-3 indicating no activity.

A S E P E R A T E  R E G I S T R A T I O N  S T A T E M E N T  M U S T  BE FILED F O R  E A C H  E M P L O Y E R . ______________________



EMPLOYER OF LOBBYIST VERIFICATION

RETURN TO:
ALASKA PUBLIC OFFICES COMMISSION 

Pouch CO 
Juneau, Alaska 99811-0222 

(907) 465-4864 or 465-4865

m  i P t  I V' U S/ 

A P R  111984

APOC-ANCH 
• PM (H C p

I N S T R U C T I O N S :  A S  24.45.061. R E P O R T S  B Y  E M P L O Y E R S  O F  LOBBYISTS, (a) Within 15 days after employing, retaining or contracting 

for the employment or retention of a lobbyist, the person w h o  employs, retains or w h o  contracts for the services of a 

lobbyist shall file a statement with the commission authorizing or verifying that employment, retention or contract for 

lobbying services.

S U B M I T  A  S E P A R A T E  A P O C  F O R M  24-2, E M P L O Y E R  O F  L O B B Y I S T  S T A T E M E N T ,  F O R  E A C H  LOBBYIST. *

t. NAME OF BUSINESS, ORGANIZATION OR INDIVIDUAL EMPLOYING OR RETAINING A LOBBYIST: (PLEASE PRINT OR TYPE)
Name: Area Coda Phone

Mailing Address (Street or P.O. Box, City, State and Zip Code)

f/ 0  /% csu  /<c-t75  >4-A
2. NAME OF LOBBYIST AND DATE OF EMPLOYMENT/DATE OF RETENTION AS A LOBBYIST

Name of lobbyist employed or retained to represent you or your business or organization

/  /~f c m  >4- S ' ■ &  / / h cf  0  J'-l l4- > _____
Current year date of employment, retention, or essignment to lobby

/ 2  jtfU X r- V  < / _____________________________________________________________________________

3. ADDRESS TO BE USED BY APOCTWHEN FORWARDING INFORMATION REGARDING LOBBYING IF OTHER THAN THE ADDRESS IN NO. 1.

4. DETERMINATION OF BONA FIDE STATUS

A. Is your association registered in the State of Alaska as: □ Partnership______□ Corporation J

B. If your association is financed by membership dues, does any one member pay in excess of 2 5 %  (one-fourth) of the total paid by all 
members? □ Yes □ N o _________ Non-applicable____________________________________________________ _______________

C. If your association is financed by membership dues and uses a sliding dues assessment scale, does any member exceed an allotted assessment 

by 2 5 %  solely for the purposes of supporting lobbying activity?

□ Yes □ N o  |)2LNon-applicable

D, D o  the association's annual expenditures for administrative and legislative lobbying (based on the previous year'siexperience or current year': 

estimate) equal or exceed 5 0 %  of the total expenditures for the year?

□ Yes ^  N o __________________________________________________________________________ ________

5. CERTIFICATION: I hereby certify that the above-named person is 
authorized to engage in the activities of lobbyist on 
behalf of the business, organization or individual 
named above and that, to the best of my knowledge, 
all facts contained herein are true, complete and cor­
rect.

EXECUTED ON BEHALF OF THE EMPLOYER:

/  S

Dote S ' ?

/ / < * & :  y

"ypo or Print Name

. s  / I / P x - S  / 1-/ / / ,  i/ ;— r ?

Titlo or Position ,____a



EMPLOYER OR CLIENT OF LOBBYIsHlEPOR
GENERAL INFORMATION SHEET \J~uU i B/

R E T U R N  TO:

A L A S K A  PUBLIC O F F I C E S  C O M M I S S I O N  

Pouch C O  

Juneau, Alaska 9 9 8 1 1 - 0 2 2 2  

(907) 4 6 5 - 4 8 6 4  or 4 6 5 - 4 8 6 5

1. NAME AND ADDRESS OF EMPLOYER OR CLIENT:
N am e

Mai l i frg  Addre s s

T e l e ph o no

Stree t  Addre s s
[ 3  C heck  If n e w  ma i l i ng  address

2. CERTIFICATION:

I hereby certify that this report and its attachments are, to the best of m y  knowiedge, true, correct and complete:

Executed on Behalf of the Employer:
Signature,

T y p o  or  Print  N a m e

e> <Ll 77f wv;/-/t//-z /? ,'< £ 'A
Tit! ' '  o f  Pos i t i on

X - —  J ■\V'
Complete the following ir the form was prepared by a person other than the person signing on behalf of the employer

Signature T y p o  or  Pr int  N a mo T o l ephon o

Business Addre s s

PLEASE R E M E M P E R :  Y O U  M U S T  A C C O U N T  F O R  A L L  LOBBYISTS W H O  W E R E  R E G I S T E R E D  D U R I N G  T H E  Q U A R T E R  F O R  W H I C H  

Y O U  A R E  REPORTING: S U B M I T  EITHER A  S C H E D U L E  A  (IF APPLICABLE P A Y M E N T S  W E R E  M A D E )  O R  N O T E  T H E  N A M E  O F  T H E  

LOBBYIST(S) U N D E R  Q U E S T I O N  8 B E L O W  (IF N O  APPLICABLE P A Y M E N T S  W E R E  MADE). F A I L U R E  T O  A C C O U N T  F O R  A L L  L O B­

BYISTS M A Y  R E S U L T  IN T H E  A S S E S S M E N T  O F  A  CIVIL PENALTY.

3. REPORTING PERIOD (CHECK ONE ONLY)

□  1st Quar t e r  ( Jan-Morch)  Quar t e r  (Apr i l-Junn)  CH 3rd Qu ar t e r  ( Ju l y-Sopt )  (3 4th Qunrtor  (Oct .-Doc)

4. NOTICE OF TERMINATION: LIST THE NAME ANO EFFECTIVE DATE OF ANY LOBBYIST WHO TERMINATED HIS LOBBYING ACTIVITIES ON YOUR

Namo Dnto

Namo Doto

IJ This constitutes a final reporting of all payments related to our attempts to influence legislative and administrative action this year.

5. DESCRIPTION OF LOBBYING ACTIVITIES:

Give a general description of the legislative or administrative action you attempted to influence through the use of a lobbyist:

6. NATURE AND INTEREST OF EMPLOYER:

a. N A T U R E  ( C ho ck  One)
O  Butino4S E n t i t y  (3 I n du s t r y ,  Trndo,  or  Profess ional  A s so c i a t i on  13 I nd i v i dua l  ■Oth«r

b. I N T E R E S T  (G i vo  a br iof  desc r i p t i on  o f  tho on t l t y  or  i nd i v i dua l ' s  intorost )

* 7 > g -

£ L
A P O C  24 4 (Rov .  12/81)

COMPI  FTF  RFX/FR.RF SIFIF
• ' j.. 3 • ,r- --. .... J,



-VV7
‘ jR H !H F ' SCHEDULE A

EMPLOYER OR CLIENT OF LOBBYIST REPORT
PLEASE DO NOT SUBMIT THIS SCHEDULE WITHOUT A GENERAL INFORMATION SHEET (FORM 24-4 )

INSTRUCTIONS: A  separate Schedule A  must be filed for each lobbyist to w h o m  payments either are due or have been made directly or indirectly to, or on behalf of, during the 

reporting poriod. See manual of instructions for specific details as to what constitutes reportable Schedule A  transactions. (If no payments were m a d e  or due to or on behalf of a 

lobbyist during the reporting period, the lobbyist's nam e  should be noted in N u m b e r  8 on the General Information Sheet (Form 24-4).

Part A-1: Goneral Information

Total Amdunt 
Paid or Accruod

Salary, Foo 
Rotoinor

Food and 
Bevorago Living Accommodations Travol

Othor Exponsos 
(Explain on Othor Sldo)

Othor Things of Voluo 
(Explain on Othor Sldo)

Totals from Above....

Totals from Othor Side..

Totals This Period...

Cumulative U't Report,

l_l Amendod

Namojjf Employet or Cliont: ^  / I  Namo of Lobbyist: / /7 ^

'j&A
Part A-2: Payments Accrued or Mado Eithar Directly or Indirectly Us. or on Behalf of, tho Lobbyist this Fariod:

• Month 
Accruod Rocipiont of Paymont

V 3  s

APOC Form 24-4A (Roy. 12/81) (USE R EVERSE  S ID E  IF  NECESSARY)



CHUGACH E L E C T R I C  ASSOCI AT ION, INC. 
A nchora ge , A l as k a

N o v e m b e r  30, 1933

TO: Joyce M. Murphy, President, Board of D i re ct o rs

FROM: Thomas S. Kol as inski,  I n t e r i m  Ge neral M a n a g e r

SUBJECT: CFC - S t u d y  of the F o rm at i on  of An A l a s k a n  G & T

C o m m e n t s :

1. S tu dy  Variance - Natural G a s  Con tracts

Quote: "V7c are of the op inion that the figures
pr o vi d ed  w h i c h  just i fy  a formation of the 
G & T  far o u t we i gh  any p e r c e iv ed  loss of 
be ne fi ts from an assign m e nt  of the gas c o n­
tracts to the n e w  G & T."

Answer: CFC states a savings of $271.9 mi llion over a
period of 18 years and $639.0 million  over the 
entire period. A p p a r e n t l y  CFC didn't do their 
h o m e w o r k  be ca u se  if the present CEA Beluga gas 
c o n t r ac t s were a b ro ga te d and the G & T woul d 
have to pay the mar ke t  price $2.32 M C F  vs 20c
MC F for the gas that is in inventory the n et
cost w o u l d  be more than $700 m i l li on  d ur i ng  the 
next 15 years.

N o w h e r e  in the study does the report ad dre ss the cost to 
C h u g a c h  (Di st r ib u ti o n Coop.) for the additional 207« s u p p l e­
mental loan r e qu i r e m e n t s  from CFC if a G & T were formed; 
i e., CEA would have a plant revenue  ratio o f  a p p r o x i m a t e l y
9.0. (Total u t i li t y p l a n t  * o p e r a t i n g  re ve nu e - less cost
of power.)

T h e  study c h a r a c t e r i z e s  hig he r m a r gi n s as a cost to members.

C h u g a c h  believes there are several benefits from u s i n g  a 
i . :> T I E R :

L. A Equity M a n a g e m e n t  P r o gr a m can flow m o ni e s back to 
the members.

2. C h m rach can invest in facilities instea d of b o r r o w i n g



V a n  N e s s , F e l d m a n , S u t c l i f f e , C u r t i s  &  L e v e n b e r g
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D ecem ber 2 ,  1 9 8 3

Dr. J o y c e  M u r p h y
C h a i r w o m a n ,  B o ar d  of Directors
Ch ug ac h E l e c t r i c  Association* Inc.
P.O. Box 351B 
A nc h o r a g e *  A l a s k a  99501

Dear D o c to r Murpby: ■ •• •
/

You have requested our o p i n i o n  ao to whether certain 
natural  gas supply contracts ("gas c o n t r a c t s " ) under which 
natural g a s  in cold to chugach E l e c t r i c  A s s o c i a t i o n * Inc. 
("Chugach") m ay  bo assigned by C h u g a c h  to a proposed g e n e r a t i o n  
and t r an sm i s s i o n  cooperative ("G&T") w i t h o u t  the co ns en t of the 
p r o d u c e r / s e l l e r s  under such co nt r a c t s .

Su mm ar y of o p i ni o n

Our o p i n i o n  is that such an a t t e m p t  to assign the gas 
contracts  w i t h ou t  tho concent of the p r od uc e r / s e l l e r s  may 
violate the terms of tho contracts. A l t h ou gh  a sound legal 
argument can be made that these c o n t r a c t  torins are i n ap pl i c a b l e  
or un enfo r ce a bl e*  an assignment w i t h o u t  the consent of the 
p r o d u c e r / s e l l e r s  presents an u n a c c e p t a b l e  rink to Chugach of 
the Iocs of the economic benefit of the gas contracts.

B a c k g round

Ch ugach has considered the p o s s i b i l i t y  of ostobliching a 
Gil' to w hi ch  Chugach'o generation and transm ission facili ti e s 
would bo t r an sf e rr e d and to which its lo n g- te rm  natural 9a» 
supply c o n t r a c t s  would be assigned. Under these contractin, 
Chugach p u r c h a s e s  natural gas for fuel for its generating 
facilities from ADLO, Shell and C h e v r o n  (“pro d u c e r / s e l l e r d “ ) at 

a price of approximately 26 cents per MCF.

Article XVII of the gas c o n t r a c t s  (which is identical in 

all of the contracts) provider, as foll ows:
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All provisions, c o v e n a n t s  and 
o bl i ga ti o ns  contained h e r e i n  by which 
e i t h e r  o£ the partieB h e r e t o  is bound, 
shall in like wanner be  b i n d i n g  upon the 
s u cc e s s o r s  and assigns of the parties ao 
b o u n d  and those -which are for the benefit 
of either o f the par t ie s shall in like 
D a n n e r  Inure to the b e n e f i t  of the 
Su cc e s s o r s  and assigns of the parties go 
benefite d)  provided, h o w e v e r ,  that neither 
p a r t y  hereto shall a s s i g n  this Agreement in 
w h a l e  ot in part {excep t to a subsidiary or 
S uc ce ssor to their r e s p e c t i v e  businesses) 
w i t h o u t  first obtain in g the consent in 
w r i t i n g  of the other p a r t y  e x c e pt  that the 
B u y e r  nay assign this A g r e e m e n t  to the 
U n i t e d  States G ov e rn m e n t  or any Agency 
t h e r e o f  to secure any i n d e bt e dn es s  thereto 
w i t h o u t  Seller's consent.

A n a l y s i s

The a s s i g n m e n t  clauses of the gas contracts by their t e r m s  
p r o h i b i t  e i t h e r  party from a ss ig n in g  the contract in wh ol e or 
in part w i t h o u t  obtaining the p r i o r  w r i t t e n  consent of the 
other part y, except where the a s s i g n m e n t  is to a " s u b s i d i a r y  Or 
succes s or "  of the assignor's " b u s i n e s s , "  or to a Federal a g e n c y  
as se c ur i ty  for indebtedness. T h u s,  assig n me n t to the G &T  
would be a b r e a c h  of the contract u nl es s  --

(i ) the G&T is a " s u b s i d i a r y  or successor" 
of ch ugach'o "business")
(ii) the assignment c l a u s e  is inapplicable or u n e n f o r c e a b l e ;  r 
(ill) consent is obtaine d,

a .  " S u b s i d i a r y  or successor"

Under A r t i c l e  XVII, consent is not required for a s s i g n m e n t  
to a "s ub s id i ar y " or "succeccor" to c h u g a c h * s  business. Both 
terms are undefi ne d . However, it is u n l i ke ly  that tile G & T  
would be r e g a r d e d  an a subsid ia ry  u n l e s s  it was owned or 
contr ol le d by Chugach, Whether the G & T  is a successor is a 
closer q u e s t io n . While it would not be a successor to C h u g a c h  
as a co r po ra t e entity (as a G&T w h i c h  resulted from a m e rg er  or 
r eo r ga n i z a t i o n  would be), the G & T  c o u l d  be regarded an a 
successor to Chugac h' s generat io n and transmi ss io n b u sines s,  
fiy s pe ci fy ing the* "business" of the p a r t i e s  instead of 
referring to the parties, the a s s i g n m e n t  clause of the c o n t r a c t  
jo co n cerned wi th  the economic a c t i v i t y  of the assignee, not 
its c or p or at e form.
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The p r o d u c e r s ,  on the other hand, could argue that the 
‘reference to "business" w a s  intended to refer to C h u g a c h ' s  
business b b  a  whole (including the d i s t r i b u t i o n  f u nc t i o n s ) ,  and 
that a G & T  n o t  owned or controlled by Chugach is not a
Subsidia ry  or successor of C h u g a c h ' s  gener at i on ,  t r a n s m i s s i o n
and d i s t r i b u t i o n  business.

b. S c o p e  Of prohibition on a s s i g n m e n t .

C o n t r a c t  clauaes prohibiting a s si g n m e n t  are S p e c i f i c a l l y  
addressed  in the Uniform CoEnercial C o d e  ("DCC"), S e c t i o n  
2.210(C) Of the UCC (AS 45.02.210(c)) npplieB to s a l o 3 of
natural g a s  (s e e , AS 45.01.107) and provides:

U n l e s s  the circumstances ind icate tho 
c o n t r a r y ,  a prohibition of as si g nm e nt  of 
"th e contract" is to be co n s tr u ed  as 
b a r r i n g  only the d e le g a t i o n  to the assignee 
of the assignor'* p er f o r m a n c e ,

Thus, if the c on tr ac t language p r o h i b i t e d  assignment, C h u g a c h  
could a s s i g n  its right to gaa d e l i v e r y ,  but not Its d u t y  to 
pay* unl os o tho circumstances I n d i c a t e d  the contrary. The g a .3 
contract's do not completely p ro hi bit assignment* they o n l y  
prohibit it u n le ss  consent is o b t a i n e d  or the assignee is a 

. successor, subsidiary, or Federal agency. In our op in i on ,  t h i s  
UCC p r o v i s i o n  applies even if tho p ro hi b it i on  on a s s i g n m e n t  is 
not u n q u a l i f i e d ,  nowover, the U CC  p r o v i s i o n  is only a rule of 
c o n s t r u c t i o n  ("is to be construed") wh i ch  applie s u n l es s  "the 
c i r c u m s t a n c e s  indicate the contrar y" .

E x a m i n a t i o n  of the a33lgnment c la u se  If, the gas c o n t r a c t s  
indicates that they are not simple p r oh ib i ti o ns  on a s s i g n m e n t ,  
but rather are carefully drafted p r o v i s i o n s  which p r e s c r i b e  the 
tights and d u t i e s  of successors ana assigns, and limit the 
conditions  u nd er which assignment is pe rmissible. Under the 
assignment clau s e,  contract o b l i g a t i o n s  are binding on 
nuccesaors and assigns; contract r i g h t a  inure to the b e n e f i t  of 
successors and assigns* but consent to an assignment Is 
required u nl es s  tho assignment is to a subsidiary, o u c c e e o o r ,  
or Federal agency.

If tho d r a f t s m a n  had intended the construction p r o v i d e d  by 
UCC S 2.210(c), (concent is required only in order to d e l e g a t e  
performance), then it in unlikely that the assignment c l a u s e  
would have sp ec if ic a ll y  provided that contract ben ef it s inure 
to the b e n e f i t  of an assignee where con s e nt  lias been give n, 
since under S 2 .2 1 0(c) the assignee could receive thene 
benefits e v e n  if consent were not given.
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c. G ood faith

If C h u g a c h  were to request c o n s e n t  to itB a ss ig n m e n t  of 
the c o n t r a c t s  to the proposed G ST , and the consent w e r e  
refused# C h u g a c h  could argue that the tefusal was not in g o o d  
faith. T he p a r t i e s  to a contract ha ve  a duty of good faith and 
fair de a li ng .  ak 45*01.203; H i t f o r d  v . De L a a a l a , 660 P,2d 
1000 (Alaska 1983). A contractual right, howovor u n c o n d i t i o n a l  
it night a pp ea r  t:o be, must be e x e r c i s e d  in go o d  faith. See, 

*-ne Service Company v. A ur o ra  Air Service, Inc., 
604 P . 2rf 1090 (Aiaska 1979) (u ni la t er al  riglit to terminate 
c ontrac t r e q u i r e d  to bo exercised in good faith). The 
p r o d u c e r s  are ob li ga t ed  to act in go o d faith in deciding 
w hether to c o n s e n t  to an assignment. If pe rf ormance by the G & T  
w ou l d not i m p o s e  any greater b u r d e n  or risk on the p r o d u c e r s  
than p e r f o r m a n c e  by Chugach, It. w ou ld  be d if fi cult for the 
p r od u ce r s tc ar gu e  that they have acted in good faith in 
w i t h h o l d i n g  c o n s e n t  to the assignment. However, if the 
p r o d u c e r s  c o u l d  find a basis for arguing  that p e r fo rm a nc e  by 
the G & T  i n s t e a d  of Chugach would d i s a d v a n t a g e  them, then th ey  
p r e s u m a b l y  w o u l d  have a good faith basis  for refusing co n s en t .

C o n c l u s i o n  ' ••

If c h u g a c h  wished to assign the gas contracts to the 
pr oposed G & T  w i t h o u t  the produce.s' consent, there ere a n u m be r 
of legal t h e o r i e s  on which Chugach could rely were the 
pr od u ce r s to c l a i m  that eucb an a s s i g n m e n t  was a breach of 
con tract. H o w e v e r ,  there is a p l a u s i b l e  reply that the 
p ro d uc er s c o u l d  make to each of these theories. Tf C h u g a c h  
argues that c o n s e n t  in not required bec au n e the G&T is a 
" su cc essor" to Ch ugach's business, tho pro du cers can re spond 
that the G & T  m u s t  be a successor to the entire business, not 
juBt the g e n e r a t i o n  and transmission business. If chugach 
argues that tho UCC makes consent u n n e c e s s a r y  because C h u gn c h 
:lo sssigni nq  a benefit rather than d el e ga t i n g  performance, the 
producer c a n  re spond that the “ci r c u m s t a n c e s  indicate the 
contrary" —  tho parties intended a d i f f e r e n t  result. If 
Chugach a r g u e s  that withholding of c o n se nt  would be in 
viol ation of the p ro d u c e r s’ duty of go od  faith, the p r o d u c er s  
w ay be able to devise a good faith o b j e c t io n  to selling gas to 
the G&T (or take the position that de fe n se  of their ec on o mi c 
interest in ra is in g the price of the gas is not bad faith).

it is our opinion that, alt h ou g h B o u n d  legal a r g u m en t s can 
he made that consent to an a ss i gn m e n t  of the g*s contracts to 
the G&T is u n n e c e s s a r y  or cannot be withheld, there in  a 
substantial p o s s i b i l i t y  that such an a s si g n m e n t  would be hold 
to be a b r e a c h  of the contract, and the basis for the 
p r o d u c e r s’ termin at i ng  delivery of the gas. Because of the 
o rL r ao r d i n n r y  value of those c o n t r a c t s  to Chugach and its
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c u s t o m e r s ,  wo b e l i e v e  that an aBeignraent without co nsent Of the 
p r o d u c e r s  w o u l d  presant an u n a c c e p t a b l e  business risk to 
Ch ugach, u n l e s s  prior to the a s s i g n m e n t  Chugach obtained a 
d e c l a r a t o r y  j u d g m e n t  or a d e c i s i o n  under the arbitration 
p r o v i s i o n s  of  the contract that s u c h  assig nm ent was 
p e r m i s s i b l e .

He h o p e  t h a t  this opinion h a s  respo nded to your 
q u e s t i o n .

S in c e re ly ,

Van N e B B ,  Feldman, Sutcliffe, 
Curtis & Levenberg, P.C.
1050 T h o m a s  J e f f er s on  Street, H«w 
W a sh i n g t o n ,  D,C« 20007 
f V 1 1 1 - 5 4 0 0

Byj R o b e r t  R. Nordhaug



May Double by 2001
Alaska’s Rapid Population Growth 
Increases Electric Power Demands

By DEB DAVID

/A lth ou gh  per capita energy con­
sumption by Alaskans has not in­
creased dramatically in this decade, the 
demand for electricity has risen due to 
unprecedented population growth. The; 
precise demand for electricity in the 
long-term future continues to evade 
planners, but they are certain that Itnil- 
bclt electrical requirements will con­
tinue to grow at n healthy rate 

A 20-year energy and peak lend fore­
cast summary compiled by tho Alnskn 
Systems Coordinating Council (ASCC) 
for the Railbelt (see Table 1) estimates 
peak energy usage will jump from 027.8 
MW in 1983 to 1,474 MW in 2001. Con­
siderable disagreement surrounds the 
peak load forecasts, which are invnlu- 
able in planning electrical generation 
needs.

One argument is the peak lond fore­
casts indicate that the proposed $3.15- 
billion (estimated 1983 dollars), 1,600- 
MW Suaitnn hydroelectric project iR too 
large. Another camp argues the power 
projections arc unrealistically low.

In either case, at least some growth in 
demand is certain, and utilities will 
continue to be active users o f construc­
tion services through tho next decade.

A n ch ora g e  A rou 
Southcentral Alaska, particularly 

the Anchorage area, has exhibited 
phenomenal population growi.li in the 
first three years o f the 1980s. The 
growth has spurred revised peak lond 
forecasts and provided the impetus for 
large electricnl construction projects.

According to the ASCC forecast, An­
chorage Municipal Light and Power 
(ML&P) generated 663 gignwntts (1 
GW = ’ .000 MW) in 1982. Energy con­
sumption by the publicly owned utility 
is expected to reuch 717 GW  this year 
and 780 GW in 1984. Table 1 shows 
sim ilarenergy usage increases through 
the year 2001.

Peak lands this winter at ML&P are

expected to reach between 130 MW and 
140 MW, compared to the peak last 
winter o f 126 MW. (Peak loads are very 
weather-sensitive, surging during 
periods o f extremely cold tempera­
tures.) By the year 1991, peak loads will 
nearly equal the utility's current total 
generating capacity o f 263 MW, which 
includes 16 MW o f  power purchased 
from the Alnskn Power Authority’s Ek- 
lutna hydro facility.

ML&P currently has more than 100- 
MW reserve capacity, a hefty 80-per-

‘ML&P’s 80-percent 
reserve capacity 
is not excessive 
for Anchorage.’

••«nt reserve enpneity. From a national 
perspective, the reserve is extremely 
high, but in Anchorage, where the 
largest unit produces 100 MW, the re­
serve is not excessive. The loss or fail­
ure of ML&P's Inrgest unit at peaking 
periods would annihilate its reserve 
generating capacity.

A $ l 92.6-million, 170-mile electrical 
intertie between Anchorage and Fair­
banks utilities will help to preserve An- 
chornge's generating reserve during 
penking, while enabling Fairbanks 
area utilities to draw from Anchorage's 
cheaper gas-fueled power. The project, 
sponsored by the Alaska Power Author­
ity, is under construction and scheduled 
for completion in December 1984. (See 
November 1983 issue of AC&O for a 
complete report on the Anchornge-Fnir- 
bnnks intertie project.)

The municipality currently operates 
seven main generating units — four 
simple-cyclc combustion turbines, two 
o f which nre diesel-fired, and two com­
bined cycle units which work in concert

with one steam turbine running ofTof 
waste heat. ML&P is considering the 
installation o f an additional 80-MW 
plant next spring at a nominal cost of 
$16 million, if  a contract for sale o f ex­
cess power can be arranged with 
Chugnch Electric Cooperative inc.

Chugach, which serves nearly 60,000 
Anchorage area customers compnrod to 
ML&P's 19,000 center city customers, 
has a greater immediate need for 
energy. Under the arrangement being 
negotiated, Chugach would buy excess 
production from the new ML&P plant 
until the latter utility required the gen­
eration to meet its customers’ needs. 
While Chugach and ML& P could mutn 
ally benefit from such an arrangement 
—  Chugach would have additional 
power without up-front capital costs, 
while the municipality could reduce its 
capital costs by selling power — both 
utilities are prepared to proceed alone if 
an agreement is not reached.

ML&P would install the plant in 
1986 instead o f 1984 without a pur­
chase agreement from Chugach. And 
the cooperative is pursuing plans to 
purchase ML&P new generation and to 
Iniild its own new unit on a parallel 
track. Chugach, which pegs the total 
project cost at $26 million, would proba­
bly install a new unit at its Beluga sta­
tion, near its cheapest Rourcc o f gas 
from the Beluga field.

Chugach Electric also is plnnning to 
increase its generation by another 40 
MW with a new unit at Bernice Lake. 
The $ 17-million project would include a 
new gas-driven turbine and 21 miles of 
115-kV transmission line from the 
Nikiski plant to a Soldotna substation. 
The transmission line portion o f the 
contract is estimated to cost between $7 
miiiion and $8 million. The Bernice 
Lake unit is scheduled for installation 
in 1984.

In 1986-R7, Chugach is planning (o 
boost its generation further by adding

12 A la ska  Const ruc t ion & O il /December 1983



two more units — an 80-MW unit at its 
Beluga station and a 49-MW unit at 
Bem ice lak e . Specifications and site 
plans for the projects are being de­
veloped.

The increased generating capacity 
will help Chugach meet ASCC's 
forecasted energy demand o f 2.304 GW 
in 1987. Table 1 indicates the coopera­
tive’s energy generation climbing from
1,765 GW in 1982, to 1,854 GW in 1983, 
to 1,966 GW in 1984, to 2,079 GW  in 
1985, and to 2,192 GW in 1986.

The two Anchorage-based utilities 
also are undertaking major transmis­
sion line upgrades this jea r . All 
Chugach-ML&P 35-kV transmission 
lines will be boosted to 115 1;V by the 
end o f 1983. The improvemen us nlso en­
tail modifying the lines into a loop sys- 
tea. to give all substations two-way 
feed. The utilities have been intercon­
nected in the past, but the recent trans­
mission upgrades will build extra relia­
bility into both systems.

ML&P will spend about $14 million 
in capital improvements this year, and 
has budgeted $36 million, including 
$16 million for the proposed new elec­

trical generating unit at its main plant, mounting energy needs. But with the
for 1984. According to Tom Stahr, gen- proposed Susitna hydroelectric project
eral manager o f ML&P, the utility also still hanging and the inability to pre-
has a four-million-gallon fuel-oil stor- cisely predict long-term energy de­
age facility on the drawing board for mands, the distant future is more un-
possihle construction in the next few certain.
years. Several proposals aimed at improv-

Additional Chugach improvements ing future capacity have been aired, in-
include a complete upgrade o f  its Be- eluding the merger o f Chugach and
luga station transmission lines to 230 ML&P. Stahr believes the proposal
kV over the next three or four years, merits further study. A merger could
The project, which will boost the cur- result in up to $60 million in savings to
rent 115-kV line from Anchorage to the consumers by avoiding duplications
Kenai Peninsula, likely will involve a and improving planning capabilities,
submarine cable crossing o f Turnagain he said. Chugach’s board o f directors
Arm. has chosen to accentuate cooperative,

In addition, the cooperative is plan- joint planning among the two utilities,
ning two new bulk power substations in 
Anchorage —  one in the western end o f 
the city near Anchorage Internntionnl 
Airport and one in east Anchorage at 
University Substation. Within the next 
five years, Chugach is planning an up- ( 
grude o f its radial transmission lines to 
138 kV in South Anchorage’s Huffman 
Road residential area.

For tho immediate future, the two 
utilities nre confident they will keep 
pace with Southcentral Alaska's

avoiding any reorganization until such 
a move is deemed economically sound 
for Chugach customers, said Larry 
Markley, director o f  government and 
environmental atTairs for Chugach.

S ou th centra l
The City o f Seward, which purchases 

the bulk o f its power from Chugnch 
Electric, is planning an estimated $10- 
million transmission line upgrade

Teblel*
Alaska System s Coordinating Council 

20-Year Energy and Peak-Load Forecast Summary 
Rollbeit Utilities

R flllbd t
AMLHP[1) CEA (1) (2) FMU|1J O V *A [1)  Total |3|

W inter W inter Winter W inter Winter

Energy Peak Fnorgy Penk Energy Peek Enorgy Peak Enargy Peek

Year (QWH) (MW) (QWH) (•AW) (GWH) (MW) (GWH) (MW) (GWH) (MW)

198? 663 130.0 1/65 3',''2.3 141 282 360 67.9 .2929 5904

19B3 717 140 0 1054 304.1 147 293 307 74.4 3105 627.0

198« 700 152.0 I960 4084 153 30.5 416 01 4 3321 672.3

1985 B44 1620 2079 432.7 161 32.2 447 09.2 3531 716,1

1966 915 174 0 2192 457.0 165 32.9 400 97.7 3752 761.6

1987 906 106 0 2304 481.3 -60 33.6 516 107.0 3974 007.9

1900 1053 1970 2417 505 6 172 34.3 558 113 7 4200 050 6

1909 1126 209 0 2530 5290 175 35 0 603 120.9 4431 094.7

1990 1200 221 0 2642 554.1 103 36.5 653 120 5 4678 940.1

1991 1270 2320 2754 5703 190 300 706 136 6 4920 984.9

1992 1322 241 0 2067 602 5 198 305 704 145.3 5151 10283

1093 1375 251 0 2979 626 0 206 41.1 020 154.4 53(16 1073.3

1994 1431 261,0 3091 651 0 214 42 0 094 164.1 5630 1110.0

1995 1409 2720 3203 675 2 225 450 967 174.5 5884 1106.7

1996 1549 2030 3315 6993 237 47.3 1046 1055 0147 1215.1

1997 1621 294 0 3420 723 5 249 40.7 1131 197 2 6429 1204.4

199B 1697 306 0 3540 747 7 262 52.3 1223 2096 6722 1315.0

1999 1776 318.0 3652 771.0 275 54.9 1323 2220 7025 1367.5

2000 1050 331 0 3764 7959 201 56 1 1432 236.9 7335 1419.0

2001 1944 344.0 3075 020.0 295 50.9 1540 251.0 7662 1474.7

N o lo c
( 11 Forerast tiom utility — 2 03
|2) OEtUorocnst Includes Mnlnnuskn Electric Association, Homer Bloclnc Association and Seward Electric rotiuitomonls 
[3] EWima is includod in AM l&P and CEA

Carper Valloy Eloctric Association (CVE A) totals not Includod. CVE A has indcntod (3/03) Its growth will avorago two lo two porcont per year through 2001

AM1.W* « Anchorage Municipal Light A Powor
CEA - Chugnch Electric Assccialion
FMU •- Fairbanks Municipal Utilities Systom
GVEA - Goldon Valloy Eloctrc Association, Fairbanks Aren

1 C o u n ty  o l Alnskn Power r\dvinislrnlion
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which will boost its power lines from 24 
kV to 115 kV. In the design phase, the 
project is scheduled to begin in spring 
1984, hinging on an appropriation from 
the Alaska legislature.

Existing single-pole transmission 
lines are undersized for current loads, 
resulting in excess voltage loss, and 
hence, in energy loss. The current 
transmission system also leaves little 
roo»- for any industrial load expansion 
at a time when Seward foresees in­
creased electrical demands from indus­
try.

A coal port to handle Usibclli coal 
being shipped to Korea’s coal-fired elec­
trical plants is scheduled to be built 
next fall in Seward. A ship lift currently 
is under construction and should be in 
use by the sum mer o f 1984. The city also 
is expecting ancillary industries to spin 
o ff o f  these larger developments und an 
accompanying increase in residential 
energy demand.

Seward’s current peak loading is esti­
mated nt 5 MW, a figure which is pre­
dicted to increase to 20 MW over the 
next 30 years. Ebasco Services Inc. cur­
rently is conducting a 30-year economic 
and lond forecast to be used in designing 
the line and preparing construction 
contract drawings and documents.

To meet short-term energy needs, the 
city will have to rely on two o f  its three 
stand-by diesel generators to supple­
ment the power it purchases from 
Chugnch. The only power currently 
generated by the city utility consists o f 
about 100 kW from a small hydro plant 
for use by the local hospital.

In the Glennllen-Vnldez area, Cooper 
Valley Electric Association (CVEA) has 
no plans for immediate capital improve­
ments. The system is powered by two 
diesel units — one producing 10 MW in 
Valdez and one producing 7 MW in 
Glcnnllon — in the winter months and 
the 12-MW Solomon Gulch hydro plant 
in the summer. Glennllcn •urrently is 
nut tied into the hydro facility and oper­
ates itsdiesel units year-round.

Dan Tegeler, CVEA office manager, 
hopes to see a transmission line built to 
tie Glennllcn into the hydro system. 
Rut no immediate plans or funding 
exists.

Also in the future is the possibility of 
installing a pressure-reducing turbine 
which would tap the kinetic energy 
from tlm trans-Alaska pipeline, ter­
minating in Valdez, and convert it to 
electricitj .  Such n system would replnce 
Valdez's aging and cxpensive-to-oper- 
nlediesel turbines.

The kinetic conversion talks have 
been held up by a lawsuit brought by

the City o f  Valdez in on effort to take 
over CVEA. Tegeler said the case soon 
will be dismissed, opening the door for 
continuation o f negotiations with the 
Alyeska Pipeline Service Co. over using 
the pipeline as a kinetic energy source.

Also in limbo is an Alaskn Power Au­
thority preliminary feasibility study to 
determine the lowest long-range cost of 
power for the area. The study, con­
ducted by Stone-Webster, tentatively 
recommended a Silver Lake hydro 
plant transmitting electricity to Cor­
dova and Valdez as the best o f severnl 
options. The Power Authority is re­
questing funding in 1984 to complete 
the feasibility study.

Unlike most areas o f the state, Cor­
dova's peak electrical loads occur dur­
ing the summer fishing season. The 
summer peak for 1983 reached 4.5 MW 
and is expected to climb to 5 MW in 
1984.

About 1,200 Cordova area customers 
ore served by the Cordova Electrical 
Cooperative Inc. A demand growth rale 
o f between seven nnd eight percent n 
yenr has necessitated construction o f a 
new power plant, which was about one- 
third complete in late October. The 
facility will increase CISC’s current 7.5-

MW generating capacity to 10 MW in 
time for next summer's fish processing 
surge.

The $3-millinn project, funded with 
money borrowed from the Rurnl Elec­
tric Association and the Nntional Rural 
Utilities Cooperative Finance Corp., 
entails installing a new 2.5-MW diesel 
unit and relocating an existing 2.5-MW 
unit to the new power plant. The con­
tract is being performed by Hales Con­
struction & AssociatesofScattle.

Two units —  1.9-MW and 2.6-MW 
Enterprise generators —  will continue 
to operate nt the existing Eyak Lake 
plant, hut plans are to eventually phase 
out these older units and replace them 
with new unnttended-operntion mod­
els. CEC Manager Doug Bechtel said 
the move would reduce staffing levels 
and lower electricity rates.

F n irban ks A ren
Fnirbunks area utilities also will ben­

efit from the Anchorage-Fairbnnks in­
tertie project currently under way. 
While demnnd is growing —  new con­
nects by Golden Vnlley Electric Associ­
ation increased from 1,075 in 1981, to 
1,319 in 1982 nnd an estimated 2,000 in

Table 2'
Junoau Area Net Generation and Peak Demand

System Nei MWH% Peak MW%
Generation Annual Demand Annual

Fiscal Year MWH' Increase MW Incronse

1970 58.266
9.5

12.4
11.3

1071 03,706
10.1

138
0.0

1972 70.255
7.0

14 9
4.0

1973 75,753
9.G

15 5
4 5

1974 03,059
13.9

16.2
9.9

1975 04,609
12.4

17.8
11.2

1976 106,296
5.6

19.0
3.0

1977 112,197
8 9

20.4
14.7

1970 122,218
9.2

23.4
-1.3

1979 133.457
7.2

23.1
13.4

1900 143,128
16.5

262
22.9

1901 166.700
21.7

32.2
29.2

1902 202,900
10.3"

41.6

1903(Ocl-Juno) 174,754
12.4

40.1
-3.6

1903 220,000'" 40.1

* Includes Alaska Eloctric Light & Powor and Glaclor Highway Eloctric Assoclalion solos and lossos
"  Incroasoovorsamo period In 1982

* "  Eslimolo basod on nlno monlhs' dala

t Courtesy o l Alaska Power Administration

1 A a i.w'ir., rvtnoti* irt ion & Oil /Drrptnhvr



1983 —  utilities generally feel their 
generating capacities are adequate to 
cover power needs into the early 1990s.

GVEA currently has a generating ca­
pacity o f  203 MW and expects peak 
loading this year to reach 72.7 MW, 
compared to a peal; load of 67.9 MW in 
1982. Peak load estimates for 1984 are 
77 MW.

Power for the cooperative’s 20,000 
customers is generated with G V E A ’s 
main base plant at Healy, which pro­
duces 25 MW from coal-fired turbines. 
In addition, two diesel-driven gen­
erators each produce 65 MW at the 
North Pole peaking plant nnd several 
7.5-MW generators operate nt the Fair­
banks Vhendercnmplex.

W hile GVEA has no plans for large 
capital improvements in the short­
term, the rising number o f new con­
nects will require continual power line 
expansions.

At Fairbanks Municipal Utility Sys­
tem (MUSj, which is interconnected 
with GVEA nnd Fort Wninwright, the 
maximum generating capacity is 63 
MW achieved with four coal-fired, 
steam turbines and two diesel turbines 
for back-up nnd for peaking. The system 
usually operates in the 30-MW to 50- 
MW range, nnd peaked at 28.2 MW in

the winter o f 1982-83. The utility ex­
pects a peak lond this winter o f 30 MW.

System growth due to new bousing 
construction and commercial construc­
tion will require MUS to purchase an 
additional 25-MW coal-diesel unit, 
which will replace three 30-year-old 
steam turbines with a combined capac­
ity o f 17.5 MW. While the change will 
not greatly enhance generation ability, 
it will build more reliability into the 
system.

Sou th eastern
The .Juneau area has experienced a 

significant increase in peak demand 
and energy consumption since 1980. In 
the spring o f 1983 local utilities were 
required to furnish more than five mil­
lion kwh o f diesel-generated electricity 
to supplement power available from hy­
droelectric plants. According to the 
Alaska Power Administration, a divi­
sion o f  the U.S. Department o f Energy, 
the need for this diesel generation is ex- 
pectod to increase each spring as nren 
reservoirs are drnwn down until addi­
tional hydro power is available from 
Crater Lake.

An Alnskn Power Administration 
study, "Juneau Area Power Market An­
alysis, Update o f  Load Forecast' " con-
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eludes that the Crnter Lake addition to 
the Snettisham hydroelectric facility is 
needed, since from 40 to 70 percent of 
the project's output could be used the 
first year on-line in 1987. Firm energy 
from Crater Lake would be used by 
1990 under a high-growth case, and by 
1993 under a lower-growth scenario.

Construction o f the Crater Lake proj­
ect, estimated to cost $70 million, is ex­
pected to be contracted by the Army 
Corps o f Engineers in the spring o f 
1984, with site construction beginning 
in early July. Under this construction 
schedule, the project would be on-line in 
February 1987.

Expected generating capacity from 
the addition is 27 MW, which repre­
sents a 60-percent increase in present 
generating capabilities in the Juneau 
area.

Crater Lake generating units will be 
housed in the Snettisham power plant, 
from which Juneau utilities draw the 
bulk o f their power. Snettisham’s cur­
rent generating enpneity is about 46 
MW. In addition, Alaska Electric Light 
& Power (AEL&P) owns small hydro 
sites supplying about 6 MW. The pri­
vately owned utility added one diesel 
unit this year to give it nine stand-by 
diesel generators with a capacity o f 17 
MW.

Plans are to odd two to three addi­
tional diesel generators a year to satisfy 
the hydroelectric deficit which -cur­
rently exists. AEL&P nlso has re­
quested a 17.5-MW oil-fired gas turbine 
which it would use strictly for stand-by 
in the event o f a loss o f load at Snet- 
tiahnin.

Potential hydroelectric sites beyond 
Crnter Lnke would include Long Lake 
Dam, Lake Dorothy, Sweetheart Creek 
nnd Speel River, according to the 
Alnskn Power Administration. AEL&P 
has proposed a cooperative study to look 
into fulu ? development o f generation 
facilities to ensure the best use o f the 
aren's hydro resourcet

Table 2 shows the o.inenu nren net 
generation anr" peak demand nnd the 
trend toward in rcased demand nnd de­
clining MW generation capacity.

In other Southeastern communities, 
the State o f Alnskn bns invested mil­
lions of dollars in hydroelectric projects 
nt Swan Lake, Tyee Lnke nnd Terror 
Lnke in an attempt to meet electrical 
demands in the long-term. (See articles 
or Southeastern hydro projects in this 
issue o f AC&O.)

Electric power retains a commanding 
role in the development o f Alaska, and 
will continue to spark construction ac­
tivity for the foreseeable future, o
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From the Editor
As M Q  goes to press for this 'Issue, the economy and the spring flowers 

in Washington scent to match— a bit bedraggled as yet but looking hetlcr 
than what we had a couple of months ago. Several of the indicators the 
experts use to gauge the general health of the economy indicate that our
nation's financial malaise is improving a bit. So we hope you can
breathe a tentative sigh of telief. put y ;  r feet up on your desk and take 
some time to enjoy an issue of M Q  o* vhich I am inordinately proud! 
Every writer has done a praiseworthy job and each article has immediate­
ly usable, readily acceptable ideas.
To switch gears a bit, those members of the Management Services staff 

who are in the field a lot have been comparing notes of late and several 
of us have become aware of a tendency (hopefully one that is not conta­
gious) which might best he described as "thc-dooin-and-gloom-thcory-of- 
rnanagemcnt". To determine whether you or others around you may have 
adopted this world view, ask yourself these questions: Have I (or a m e m­
ber of the staff or of the board of directors) made the following— or a 
similar statement— recently?” "There's no point in trying to communicate 
with the members because they don't care about the cooperative and will 
just complain no matter what." “There’s no point in trying to motivate 
employees because all they want is their paychecks and the union has our 
hands tied anyway." "There's no point in trying to give new ideas to the 
board because they never listen and they're all living in the past."
While any of these statements may be true in isolated instances, it is 

certain that they are not as universally applicable as the doom and gloom 
adherents would have us believe.
I've always found it fascinating that children can so easily build happy 

worlds lot themselves— castles and spaceships and far-off places can be 
conjured in the twinkling of an eye.
Although one of the tasks of becoming an adult is to learn lo live in the 

real world, the process seems to have left many of us with the ability to 
fantasize only harmful outcomes and to act us if they had already happen­
ed. ("Vague premonitions of disaster" is the name stress management ex­
perts give to this tendency.) Perhaps it's time that we look a cue front the 
little people around us (and from some very credible licallh practitioners 
us well) and began creating good menial scenarios for ourselves and the. 
world around us. Whclher we choose to call this exercise positive think­
ing, good mental health habits, meditation or some other form of "mental 
centering", people who use an upbeat, accepting way of processing reali­
ty seem to he highly succssful at creating the reality they wish to par­
ticipate in. It would be shortsighted ai litis point in our history to assume 
that wishing will make our problems disappear, hut it surely will not help 
to abdicate our rights and responsibilities by creating a world for 
ourselves in which we arc totally powerless to affect the outcomes.

June liostic Lime
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Is Bigger Better?

Ihc economic realities o f  the 1980 's mandate that we take a fresh look at the 
m ajor objective o f  o a r ru ra l electric systems and determine whether there are 
some other ways o f  median it. This article is a  very important one. It is the 
result o f  some lengthy analytical efforts by CFC  which clearly show the 
economic advantages o f  merging some o f  oa r sm aller systems. Would a merger 
benefit your system? Only the thoughtful consideration o f  those most closely involved 
can determine the answer and it may well be lime to examine the option.

By George King, Jr.

For many years there has been a great 
deal of discussion among rural electric 
program leaders regarding the advan­
tages of merger or consolidation of tlû_ 
smaller REA-financcd electric distribu­
tion systems, or at least a consolidation 
of certain functions into organizations of 
sufficient si/e to take advantage of the 
economies of scale inherent with higher 
volume. I do not know of a single merger 
study which has not shown cost savings 
to the ultimate consumer if two or more 
relatively small systems were consoli­
dated. Such consolidations can eliminate 
duplication in staffing, equipment, head­
quarters facilities, top management and 
consulting services. Frequently, it car 
also result in long-term savings in dis-

George King is D irector o f  Planning 
and Sta ff Services at the National Itural 
Utilities Cooperative Finance Corpora­
tion.

Irihulion plant, all of which can reduce 
costs to the ultimate consumers. Yet. rel­
atively few mergers or consolidations 
have taken nlncc,------- — = = = = =
In this article we will explore some of 

the pros and cons regarding the merger 
of rural electric distribution systems in 
the 1980’s, as compared to prior 
decades.
Obviously, the leaders in the rural 

electric program have long recognized 
the economies possible from working to­
gether to accomplish, as a group, what 
would have been iin,possible or impracti­
cal to accomplish its individuals. In the 
19.10's, when few farms and rural homes 
bad electric service, those people without 
electricity generally recognized that it 
was not practical for each farm or home 
ol buy. operate, ami maintain its own 
small generating plant. T'»e costs asso­
ciated with the purchase and installation 
of a plan:, with capacity adequate for 
more than intermittent service for a few

NRHC'A Management Quarterly

lights and a radio, were too expensive. 
After taking into consideration the addi­
tional expenses for fuel, oil, mainten­
ance, depreciation and replacement, very 
few decided it was economically feasible 
to install these “light plants".
Yet, by working together, rural resi­

dents organized REA-financed distribu­
tion systems, which are today providing 
electric service to 10 million persons. 
The key to the feasibility of these distri­
bution systems was then and is today the 
spreading of certain fixed expenses over 
a wide base of consumers and K W h  
sales. Certainly, REA's low cost loans 
were important, as v/crc non-profit oper­
ation, standardization of line materials 
and design and REA technical assistance. 
However, the keystone in the feasibility 
was the ability to take adv antage of econ­
omics of scale made possible by consum­
ers joining together to spread costs over 
a wider base.
The initial emphasis in the 30 s and on 

into the 40’s was not so much it creating 
systems of an ‘ 'optimum’ ' sl/.c, as it was 
on creating systems with adequate size 
to make the costs of service “feasible" 
or "affordable" at that lime, and into the 
immediate future.
Local control was considered to be a 

special advantage. In the creation of al­
most every rural electric system, many 
local people spent countless hours with­
out pay, calling on their neighbors to 
"sell" the concept of creating an elec­
tric cooperative, to “sign up" each farm­
er as an “applicant", to collect a $5.00 
membership fee, and to obtain an case­
ment to cross the farmer’s land with 
poles and wires. Neighbors were more 
trustful of their friends, neighbors and 
acquaintances, and this created a tenden­
cy for smaller systems to be developed.

In the 19.10‘s the creation of more jobs 
was also a major federal objective. The 
goal of the REA program was not only to 
help provide electric service in previous­
ly unserved areas, but also to provide 
jobs in manufacturing the transformers,

wire and mctcis, and the myriad of other 
items necessary to build a system. At the 
local level, jobs were created in building 
the lines and wiring the farmsteads and in 
managing and operating the local distri­
bution system. All of these developments 
were important in improving the nation's 
economic outlook in the years following 
the “great depression”. Again, optimum 
size of the new systems was not a con­
sideration. The objective was to get the 
job done, not to determine the “right" 
size.
REA did recognize the need for more 

than 3(X) or 3000 or even 30.(XX) con­
sumers to spread the costs associated 
with owning and operating generating 
plants and transmission grids. Very few 
loans were granted for distribution sys­
tems to construct their own generating 
plants. In order to spread the costs across 
a wider base, generation and transmis­
sion cooperatives were organized by 
groups of distribution systems to build 
and operate these facilities.
Rural leaders across the nation also 

recognized the need for spreading the 
costs of such programs as job and safety 
training and other educational and legis­
lative efforts over a wider base. As a re­
sult. statewide organizations were estab­
lished. The National Rural Electric Co­
operative Association (NRECA) and the 
National Rural Utilities Cooperative Fi­
nance Corporation (CFC), along with 
many regional supply organizations and 
data processing centers were created, 
each to fulfill a specific need, and each 
based upon the concept of spreading of 
the costs over a wide base in order to re­
alize economics of settle.
For forty years or more following the 

creation of the rural electric program and 
most of the rural electric distribution sys­
tems. the individual systems continued 
to grow in number of consumers served, 
miles of line, and K W h  sold. The effi­
ciency of their operations impiovcd with 
this growth. Although inflation has been 
a factor for most of Ihc REA program’s
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history, the economics of scale achieved 
by virtue of growth approximately offset 
the effect of inflation, at least through 
1973, and the systems were able to pro­
vide service with little change in their 
electric rates. However, when the rate of 
inflation reached the double-digit levels 
of the early 1970’s, costs began to in­
crease much faster than any normal econ­
omics of scale could offset.
Exhibits I and II show the Trends in 

Total Operating Expenses for the com­
posite of all REA-financcd distribution 
systems from 1962 thru 1981. Exhibit I 
excludes the cost of wholesale power and 
thus shows the increases in efficiency for 
the distribution systems alone. Exhibit 
II includes wholesale power costs and is 
thus more representative of the con­
sumer's view of his cost of electric 
service.
Under the declining cost conditions 

which prevailed until about 1970 to

1973, the consumers of most systems 
were content with the operation of their 
distribution systems, and there was little 
incentive for the consideration of mer­
gers. There was very lithe dissatisfaction 
with the quality of the electric service and 
the rates charged. The systems’ staffs en­
joyed steadily increasing wage levels 
resulting from the systems’ increased 
ability to pay, inflation and increased 
responsibilities. Under these conditions, 
most managers and directors had little in­
centive to consider changing long­
standing organizational patterns. Every­
one was happy: Why take any chances 
on the uncertainties which could be coin­
cident with a merger?

However, later in the 1970’s and con­
tinuing into the 80's, and as far into the 
future as we can now sec. the fulfillment 
of management within electric systems 
has been eroded by inflation at rates 
greater than could he offset by increases
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in the systems' efficiency or economics 
of scale resulting from normal rates of 
growth. First, there was the substantial 
inflation in the interest rates on (he loans 
to finance distribution plant extensions 
and replacements. The increase in the in­
terest rates for new generating plants has 
been even more severe.
The cost of fuel for the generating 

plants has also been increasing, and the 
rate of increase went out the ceiling fol­
lowing the OPEC oil embargo and the 
deregulation of natural gas prices in the 
United Slates.
The cost of constructing new gener­

ating plants has also been increasing 
steadily due to ordinary inflation in the 
cost of labor and materials used, but es­
pecially due to the new federal and state 
requirements to reduce the pollution of 
the air and water, not simply to a reason­
able level, but to the maximum degree 
afforded by the “state of the art’’, with

no consideration for the effect these 
measures will have on the ultimate cost 
to the consumers.
Management of electric systems has 

been made more difficult by the need for 
repeated retail electric rate increases nec­
essary to pay higher costs for trucks, 
gasoline, labor, materials and especially 
for wholesale power. The consumer’s 
reaction to these "excessive" rate in­
creases was to conserve in their use of 
electricity which, in turn, requires addi­
tional rate increases in order to realize 
sufficient revenues to cover the fixed 
costs of owning the required facilities, 
while selling a lower volume of KWh's.
It would be foolhardy to suggest that 

the merger or consolidation of systems 
into larger units would offset all these in­
creased sts. However, at a time when 
member dissatisfaction with rapidly in­
creasing rates is rampant, it would seem 
appropriate to explore all possible ways

EXHIBIT II

TRENDS IN TOTAL OPERATING EXPENSES

TIME
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to limit the need for rate increases as 
much as possible and thus minimize con­
sumer dissatisfaction and conservation, 
which only serves to compound the prob­
lem. from the point of view of the dis­
tribution system.

Merger Statistics
For a decade or more I have explored 

various approaches to quantify the poten­
tial savings possible from the merger of 
two or more electric distribution systems. 
A wealth of actual cost tltini is available 
in the REA Annual Statistical Reports 
and this data has served as the base for 
my studies. The problem is in converting 
the (laid to useful information.
Each year since 1974 I have run the 

CFC Key Ratio Trend Analysis to ex­
tract. among other things, the trends of 
various expense ratios as posted by the 
more than 900 REA-financcd electric 
distribution systems. For the purposes of 
the merger studies I have concentrated on 
ihc following two ratios of the 39 includ­
ed in the KRTA:

1. Administrative And General Ex­
penses (Expressed as a percent of 
Total Utility Plant)

2. Total Operating Expenses Less 
Powct Costs (Expressed in Mills 
per K W H  sold)

The logic is that most savings which 
can be realized in the short-term (one to 
three years) would tend to be charged to 
Administrative and General Expenses. 
Over the long-term, (five to ten years) 
savings should be realized in many addi­
tional areas, so we look to Total Oper­
ating Expenses.
Wholesale power costs are normally 

subtracted out of Total Operating Ex­
penses. since it is unlikely that the cost 
of wholesale power could be reduced ap­
preciably as the result of a merger.
In one facet of the KRTA, all distribu­

tion systems were divided into one of 11 
groups, depending upon the number of 
consumers they served, and the expense 
ratios of the systems in each group were

then sorted into descending order to de­
termine the median ratio value for each 
size group, which was taken us represen­
tative of the costs for systems in that size 
group.
The actual median values for each size 

group were then smoothed by substi­
tuting values as computed from a formu­
la derived by least squares techniques 
from the actual values. Table 1 shows 
the median data-points for Administra­
tive and General Expenses for each of 
the years from 1975 thru 1981, together 
with “adjusted” values as computed 
from the formula derived as the best 
"fit” of the actual values. Table 2 shows 
the same data for Total Operating Ex­
penses Less Wholesale Power Costs.
The data shown on Table I can be bet­

ter visualized by reference to Graph I, in 
which one can see how sharply the me­
dian expense values for 1981 fall from 
4.62% (of Total Utility Plant) for sys­
tems in the 0 to 1,000 consumer size 
group to 2.88% for systems in the 9.000 
to 12,000 size group, and then decline 
more slowly to 2.42% for systems in the 
30,000 and over consumcr-sizc group.
Graph I I shows the same data for 

1981. but points and the best-fit curve 
have been added to show data for the 
year 1975. Graph I I I  shows the 1975 
and 1981 actual data points and the best- 
fit curves for Total Operating Expenses, 
less wholesale power costs.
If you examine Graphs II and III care­

fully, you will note a considerably great­
er increase from 1975 to 1981 in the 
adjusted expense ratios for the smallest 
sizc-group as compared to the largest. 
For example, on Graph 3 the Total Oper­
ating Expenses for the smallest sir.e- 
group went from 14.08 mills per K W h  in 
1975 to 2'>.42 mills in 1981, while the 
comparable value for the largest sizc- 
group increased from 8.26 mills to 10.87 
mills over the same time span.
In order to show this more clearly, we 

rearranged the adjusted values from 
Tables 1 and 2 into time series for each

6 NRECA Management Quarterly
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to  lim it the need for rate  increases as 
m uch as possible and thus m inim ize con­
su m er d issatisfaction  and conserva tion , 
w hich only serves to com pound the prob­
lem , from  the point o f  view  o f  the d is­
tribu tion  system .

M e rg e r  S ta tis tic s
F o r a decade o r m ore I have exp lored  

various approaches to quantify the poten­
tial sav ings possib le from  the m erg er o f  
tw o o r m ore electric distribution system s. 
A w ealth  o f  actual cost ilam  is availab le  
in the REA  Annual Statistical R eports 
and this data  has served as the base for 
my studies. The problem  is in converting 
the (lulti to useful in form ation .

E ach y ear since 1974 I have run the 
C F C  Key R atio  T rend A nalysis to  ex ­
trac t. am ong o th er th ings, the trends o f  
various expense ra tios as posted by the 
m ore than 900 R E A -financcd electric  
distribution system s. For the purposes o f  
the m erger studies I have concentrated on 
the follow ing two ratios o f  the 39 includ­
ed in the KRTA:

1. A dm inistra tive  A nd G eneral E x­
penses (E xpressed  as a  percen t o f  
Total U tility  Plant)

2 . Total O perating  E xpenses Less 
Pow er C osts (E xpressed  in M ills 
p e r KW H sold)

T he logic is that m ost sav ings w hich 
can be realized  in the sho rt-term  (one to 
th ree  years) w ould tend to be charged  to 
A dm in istra tive  and G eneral E xpenses. 
O v e r the long-term , (five to  ten years) 
savings should be realized in m any add i­
tional a rea s , so  w e look to  Total O p e r­
ating  E xpenses.

W holesale  p ow er costs a rc  norm ally 
sub tracted  ou t o f  Total O perating  E x­
penses, since it is unlikely that the cost 
o f  w holesale pow er could be reduced ap ­
preciab ly  as the result o f  a m erger.

In one facet o f  the K R TA . all d istrib u ­
tion system s w ere divided into one o f  11 
g ro u p s, depending  upon the n um bcr o f  
consum ers they served , and the expense 
ra tios o f  the system s in each g ro u p  w ere

then sorted  into deseending  o rd e r to  d e ­
term ine  the  m edian ra tio  value fo r each 
size group , w hich w as taken as represen­
tative o f  the costs for system s in that size 
group .

T he actual m edian values for each size 
g ro u p  w ere  then  sm oothed by su bsti­
tuting values as com puted from  a  form u­
la derived  by least squares techniques 
from  the actual values. T ab le  I show s 
the m edian data-po in ts fo r A d m in istra ­
tive  and G eneral E xpenses for each  o f  
the y ears  from  1975 thru  1981. together 
w ith " a d ju s te d ”  values as com puted 
from  the form ula derived  as the best 
' fit”  o f  the actual values. T ab le  2  shows 
t!.e sam e data  for T otal O perating  E x­
penses L ess W holesale  P ow er C osts.

T he data show n on Table 1 can be bet­
ter visualized by reference to  G ra p h  I. in 
w hich one can  sec how  sharply  the m e­
dian  expense values fo r 1981 fall from  
4 .6 2 %  (o f  Total U tility Plant) fo r sy s­
tem s in the 0  to  1,000 co nsum er size 
g roup  to 2 .88%  for system s in the 9 .0 0 0  
to  12,000 size g ro u p , and then decline  
m ore slow ly to 2 .42%  fo r system s ir. the 
3 0 .0 0 0  and o v e r consum er-sizc  g roup .

G ra p h  w  show s the sam e da ta  for 
1981, but poin ts and the  best-fit curve 
have been added  to show  data  fo r the 
y ear 1975. G r a p h  II I  show s the 1975 
and 1981 actual data poin ts and (he bcst- 
,it curves for Total O perating  E xpenses, 
less w holesale p ow er costs.

I f  you exam ine G raphs II and III c a re ­
fully, you will note a  considerably g reat­
e r  increase from  1975 to  1981 in the 
adjusted  expense ra tios fo r the sm allest 
s izc-g roup  as com pared  to  the largest. 
For exam ple, on G raph 3 the Total O per­
ating  E xpenses fo r the sm allest sizc- 
group went from 14.08 mills per KW h in 
1975 to 29 .42  m ills in 1981, w hile  the 
com parab le  value for the largest sizc- 
group increased from 8 .26  m ills to 10.87 
m ills o v er the sam e tim e span .

In o rd er to  show  this m ore c learly , we 
rearranged  the adjusted  values from  
T ables 1 and 2 into tim e scries fo r each
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TABLE 2
A C T U A L  A N D  SIZE ADJUSTED M EDIAN RATIO VALUES

f o r
TO TAL OPERATING EXPENSES (LESS W H O LESALE POW ER C O S T S )-K R T A  RATIO 20

(EXPRESSED IN MILLS PER KWH SOLD)
M EDIAN EXPENSE RATIO BY *T*E RANGE

15.08.20 GK 
SUNSEP191982262 96

Year Under 1.000 2.500 4.000 6.000 9.000 12.000 15.000 20.000 25.000 30.000
to to to to to to to to to to and

1.000 2.499 3.999 5.999 8.999 11.999 14 999 19.999 24 °99 29.VVV O v e r Vail

MhI point <00 1.750 3.250 5.000 7.5Q0 • •.‘.JV’J 13.: 00 17.500 22.500 27.500 45.000

1975 Actual 15.57 11.34 10.12 10.13 10.41 10.14 1C. 16 9.31 9.24 8.60 8.25
Adjusted 14.08 12.14 11.28 10.72 10.22 9.82 9.53 9.24 8.97 8.76 8.26 .870

1976 Actual 14.93 11.42 9.88 10.13 10.41 9.96 10.24 9.49 9.09 9.21 8.65
Adjusted 13.51 11.89 11.16 10.69 10.25 9.91 9.66 9.41 9.17 8.98 8.54 .840

1977 Actual 15.49 11.94 10.74 10.79 10.47 10.38 10.53 9.51 8.71 9.02 8.71
Adjusted 14.49 12.48 11.60 11.02 10.50 10.09 9.79 9.49 9.2! 8 99 8.48 .920

1978 Actual 16.43 12.12 11.03 11.05 11.08 10.98 10.97 9.77 r\ 9.17 9.01
Adjusted 15.39 13.22 12.26 11.64 11.08 10.64 10.32 10.90 9 70 9.46 8.91 .920

1979 Actual 18.48 12.95 11.47 11.92 11.95 11.87 11.67 10.89 11.23 10.03 10.15
Adjusted 16.14 14.05 13.12 12.51 11.96 11.52 11.21 10.89 10.59 10.36 9.81 .800

1980 Actual 21.28 13.66 12.96 13.03 13.01 12.64 12.14 11.44 11.17 10.4L 10.05
Adjusted 18.60 15.61 14.31 13.47 '2.73 12.14 11.72 11.30 10.91 10.61 9.90 .870

1981 Actual 24.39 13.68 14.64 15.14 13.97 13.15 13.62 12.38 12.60 11.30 11.24
•Adjusted 20.42 17.13 15.71 14.79 13.97 13.33 12.87 12.41 11.98 11.65 10.87 .780

NOTE: Tin formula was found fo r  the curve (with the form  o f  Y =  A Xtt) which best f i t  the actual data points fo r  each year's datet. The adjusted va

<uua t
Z

want computed from  the derived formula. V ic  r  ’  (coefficient o f  determination) indicates the quality o f  the Jit, with r  * =  1.00 indicating a perfect j i t .
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consum er sizc-group. These values, ad ­
justed  by the form ula for the best curve- 
fit. are plotted on  G ra p h  IV  and G ra p h  
V.

C o nclusions
On G ra p h s  IV' a n d  V we can clearly 

sec that not only are the unit costs o f  op­
erating a  sm all system  higher than for 
'a rg c r system s, but the rate o f  increase 
w ith tim e is considerably g reater for 
small system s.

A dm inistrative and General Expenses 
for the sm allest sizc-group w ere 6 5 .6 f t  
greater than for the largest sizc-group in 
1975 and 8 6 .7 ft  h igher in 1981. If they 
continue to increase at the same rates, the 
sm allest g roup 's costs will be 116ft 
greater than the largest system s costs by 
1991.

Total O perating Expenses (less pow er 
costs) for the sm allest size-group w ere 
6 0 .1 f t  h igher than sim ilar unit costs for

the larges; size-group in 1975. 8 4 .2 f t  
higher in 1981 and projected lo b e  106ft 
h igher by 1991.

At best, the cost o f  electric  service is 
skyrocketing, due to  many causes. The 
consum ers react in many w ays, including 
conservation  in their use o f  electricity 
and a  retreat to alternative sources o f 
energy such as wood-burning stoves and 
solar water heaters. This reduces the vol­
um e o f  KW h sales over which the system 
spreads the fixed costs on the facilities 
built to m ake electric  service available. 
This reduced volum e only creates the 
need for additional rate increases.

Potential short-run  savings computed 
to  result irom  the m erger o r  consolida­
tion o f  one o r m ore " ty p ic a l"  system s 
in the 100 to  2500 consum er size-group 
to create a system in the 30.000 o r larger 
sizc-group could statistically  be $44.00 
per consum er per year front Adm inistra­
tive and G eneral Expenses alone.

G R A PH  III 

T O T A L  O PERATIN G EXPENSES

LESS W HOLESALE POWER COSTS

1981 ACTU AL VALUES 
1981 BEST CURVE-FIT 
1975 ACTU AL VALUES

5000 lO(MH) 15000 20000 25000 30000 35000 
SY ST E M ’S CONSU M ER S7ZE

40000
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Potential savings in Total Operating 
Expenses are com puted at S93.31 per 
consum er per y ear in the short-run and 
per $201.77 consum er per year by 1991. 
T hese calculations assum e 5%  per year 
grow th in KWh sold and 2 .7 5 ft per year 
grow th in the num ber o f  consum ers 
served.

From  the "average consum er's"  view ­
point (from  a purely financial stance), it 
would be difficult to defend a board 's re­
luctance to consider m erger, considering 
the potential savings from m erger and the 
grow ing concern over continuing in ­
creases in the cost o f  electric  service.
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If no o ther values w ere to be consider­
ed, the financial health and viability o f  
the RE program  would likely be better if 
we entered  the I9 9 0 's  with a  sm aller but 
m ore efficient g ro u p  o f  larger d istrib u ­
tion system s serving the a rea  and con­
sum ers now served by over 900 system s. 
Distasteful as this m ight be to m anagers, 
m em bers o f  the boards, auditors, a tto r­
neys and key m em bers o f  the s ta ff who 
m ight face considerab le  uncertainties 
during the m erger and readjustm ent per­
iod, a m erger should be preferred  to  an 
attem pted sellout.

THE OTHER SIDE o f  the p roposi­
tion has m any good points for considera­
tion! F irst, there has always been consid­
erable ‘‘labor o f  lo v e"  am ong the d irec­
to rs. m anagers, board m em bers and key 
s ta ff  o f  the sm alle r electric  system s. 
T here  scents to be a  g reater sense o f  
pride in being an integral part o f  a  small 
organization w hich is vital to the "h o m e  
to w n "  As the organization grows and the 
individuals becom e a sm aller part o f  the 
whole, the sense o f  im portance and pride 
d im inishes som ew hat and individuals 
tend to  dem and o ther form s o f  com pen­
sation  to replace the values lost.

Rural people w ere not generally pleas­
ed with the  forced consolidation o f  the 
rural schools into county school systems. 
T he econom ies w hich w ere prom ised 
e ither did not conic about, o r w ere lost 
n the increases in costs caused by inlla- 
ion and additional layers o f  bureaucracy.

M any small rural comm unititics are al­
ready suffering from  being by-passed by 
the interstate highway system and the mi­
gration o f  jo b s and people and services to 
m etropolitan  a reas. A reduction in pay­
roll n;sulting from  a reduction in o r a re­

location of, the local RE system ’s opera­
tion would have an important effect on a 
small com m unity which may now con­
sider the RE system  one o f  its largest 
payrolls.

The econom ics o f  scale obvious from  
the study o f  existing system s in different 
size groups cannot be achieved im m edi­
ately following a  merger. In all probabil­
ity, costs would even be h igher in (he 
first y ear as a  result o f  the costs o f  ac ­
com plishing the m erger, and a degree o f  
confusion would exist as all the people 
involved become accustomed to different 
roles and d iffcicn t procedures.

Individuals w ould undoubtedly be a p ­
prehensive for their future, and may re ­
sent their new title, assignm ents, and 
supervisors. If  this doubt and uncertainty 
and apprehension is allow ed to  build 
within the staff, they can c ither con­
sciously o r subconsciously sabotage e f­
forts to effect econom ics and truly 
" m e rg e "  the organizations into one.

Although m uch o f  the savings from  
m erger must result from  the e lim ination 
o f  duplication in jo b s , it is essential (hat 
the people involved have assurance that 
their careers will not suddenly end and 
that the vested interest o f  loyal, capable, 
dedicated em ployees will not be ignored 
sim ply in o rder to pursue econom ics o f 
scale. To a large degree, elim ination o f 
duplication must result from  attrition. In 
other w ords, it must be a process o f  evol­
ution, not revolution.

In addition to all its o ther problem s, 
it appears that the m anagem ent o f  m any 
RE systems must Itxik forward to solving 
the dilem m a o f " to  m erge o r  not to 
m erge" o r "h o w  to successfully m erge" 
in the I980 's.
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s G & T i  to^increases voice to MEA
What is a “ G&T” ? What does it mean to me, the 

aiverage consumer? Where is MEA going to get elec­
tricity for our members? What say does MEA have 
o'ver our power supply? What will it cost—or will it 
lower my electric bill?

These questions need to be asked by all the consu­
mers in south central Alaska—and the factual 
answers to these questions need to be given to the 
pu(blic by the management and boards o f directors o f 
all\the utilities in the region.

N.tatanuska Electric Association—and its Board o f 
Directors, its Member Advisory Committee and its 
m anagement staff—the whole organziation has very 
carefully examined this m ajo r  issue from every 
anghe. We have Home answers, and we w ant'our 
mem'ibers to know what they are.

A  “ G&T” is a Generation and Transmission Co­
operative. It is a special kind o f  utility organization, 
which has as its only purpose to provide power genera­
tion and the high voltage transmission o f that power 
into each iocal utility’ s power lines—into each utili-

’ i
16—M arch 10S4—Code &S

ty’s electrical distribution system. 1 }> ’ ’ T 
V The “ G”  in “ G&T” is for Generation ar d the “ T ”  is 
for Transmission. This special kind o f  utility organi­
zation is also called a Cooperative, because its 
members arts each local utilities cooperating  together,' 
p la n n in g  together, decid in g  together, bu ild in g  
together anti maintaining together the power gener­
ating plants and the high power transmission iines . , 
com ing from those plants into each local utility sys- 
tem, which are necessary to meet the electricity needs m  
o f  consumers. •» »*>-;

Why shouldn't each individual utility “ do its own 
thing,”-build its own power plants and transmission ^  
lines? Utility rates could skyrocket! Decades ago in 
this country, both lending institutions and govern- 
ment agencies came to the solid conclusion that elect- ' 
ric consumers would not be able to pay the price of1 
duplicated and unnecessary electrical plants being"z-y 
built side by side by competing private electric utilK V; 
tieB. A  new 60-megawatt gas turbine generating sef !;\ 
costs about $20,000,000 today. Today, it is still tru # .;

■ '



■'A- - V.

ig h t , th e  B e lu g a  g e n e r a t in g  
‘.ation.

Opposite: A new  tran sfo rm e r is  
\stalled a t a su b sta tio n .

hat it is cheaper for our consumers, for all consu- 
ners, i f  utilities jointly purchase just the amount o f 
lower generating supply that is needed to meet con- 
iumerB’ needs, with an appropriate reserve supply, 
ather than each utility building its own power 
ilants. Years ago in south central Alaska, the federal 
(overnm ent, through  the Rural E lectr ifica tion  
Vdministration (REA) decided only Chugach Electric 
\ssociation would be given loan funds to build G&T 
plant, and that they would sell power wholesale to 
MEA and Homer Electric Association (HEA) down 
m the Kenai Peninsula, as well as providing power to 
heir own consumers. That arrangement, stands 
oday.

Unfortunately, that “ arrangement*' leaves MEA 
ind HEA OUT o f the big decisions about new ganer- 
ition and transmission facilities. Those BIG deci- 
lions can cost our consumers more on their monthly 
ilectric bill, or less, depending on whether or not the 
{as turbine generating unit purchased is a reliable 
init. We want to be at the decision-making table, on 
behalf o f  our consumers’ best interests, when those 
decisions are made. A  Generation and Transmission 
Cooperative would have a Board o f Directors making 
Ihose nJllions-of-dollars-worth o f decisions, which 
would include representatives from each local partic­
ipating utility. Now we pay and have no say at the 
table where those decisions are m ade. . .  by Chugach 
Electric Association.

In total fairness, Chugach has made some good 
decisions for us. We have enjoyed the benefit o f some 
very inexpensive gas which runs Chugach turbines 
across Knik Arm, because Chugach negotiated those 
cheap gas contracts in past years. Our wholesale 
power rate has been leps because o f that decision. On 
the other hand, other decisions were made on the last 
couple o f generating and transmission projects 
which we believe may have made our wholesale 
power rate a little higher than it need have been. 
MEA had no Bay in either set o f  those decisions on 
behalf o f  our members. A G&T, with Chugach, 
Matanuska and Homer Electric Associations as

members, would put all the cooperatives in that 
decision-making process.

The three REA cooperatives all believe that some 
sort o f regional generating and transmission orgni- 
zation should be formed. MEA and our sister i«K>p, 
HEA, believe\\t should be a G&T. REA, itself, believes 
that a G&T should be formed, as they have been 
formed and functioning for years, among and 
between REA distribution cooperative utilities :in the 
South 48. A nt HEA believes that an Alaskan G&T 
should include Chugach, as well as the generation 
and transmission plant they have built to meet the 
needs o f Chugach, MEA and HEA, with loan® from 
REA and which w\9 have all helped pay for.

The bottom line , 3n dollars and cents to the average 
residential consumer based on Chugach’s most 
recent rate increase filing, would be an immediate 
average annual savings on their electric bills o f 
approximately $55 for thgjQhugach member, $60 for 
the HEA member &nd^$75)for the MEA member. 
These average annual savings are based upon the 
fact that a potential reduction in revenue require­
ments from electric rates o f $7,600,000 could be saved, 
i f  Chugach put its genera ting and transmission facil­
ities into a G&T. These savings are based on lower 
interest coverage required for a G&T than for a Dis­
tribution Cooperative, as which Chugach is classified 
now by REA. The interest coverage level required to 
be collected from consumers has always historically 
been significantly lower l’or a Generation and 
Transmission Cooperative, than for a Distribution 
Cooperative. While pome observers expect both those 
interest coverage levels to be increased by the federal 
government, nearly everyone acknowledges that 
there will lik ely be savings for oo nsumers i f  a G&T is 
formed, especially in the immediate future.

“ This may be the most important decision MEA 
has faced in the last ten years," announced MEA’s 
Manager o f Administration, John Parker, at the 
January meeting o f our Member Advisory Commit­
tee. We agree. In our next issue o f  R u ra lite  we will 
have more about the G&T Cooperative issue.
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TO: JOHN

FROM: KEN

RE: HB 475 APPROPRIATING 800 MILLION DOLLARS TO THE THE

ALASKA SOUTHCENTRAL ELECTRIC COOPERATIVE,

HOUSE BILL 475 MAKES AN APPROPRIATION TO THE DEPARTMENT 

OF COMMERCE AND ECONOMIC DEVELOPMENT FOR PAYMENT AS A 

GRANT TO THE ALASKA SOUTHCENTRAL ELECTRIC COOPERATIVE, 

THE MONEY WOULD BE USED BY THE COOPERATIVE TO DISCHARGE 

ALL THE DEBTS OF THE COMPANIES, ASSOCIATIONS AND COOPERA­

TIVES THAT MERGED TO FORM ONE UTILITY.

QUESTIONS:

1. HOW WAS THE FIGURE 800 MILLION DOLLARS ARRIVED AT ?

2. WHAT ARE THE ADVANTAGES TO MERGING ALL UTILITIES IN 

THE RAILBELT AREA ?

3. WHAT TYPE OF STUDIES DO YOU HAVE TO SUPPORT THESE 

ADVANTAGES ?

4. HAVE YOU HAD A MANAGEMENT PLAN LAYED OUT THAT WOULD 

SHOW EFFICIENCY YET SAVE THE CONSUMER MONEY ?

APRIL 12, 1994



5. WHY WOULD THIS MERGER PROPOSAL BE BETTER FOR CONSUM­

ERS THAN ANY OF THE OTHERS PROPOSED FOR UTILITIES IN THE 

RAILBELT AREA ? •

6. WITH 800 MILLION DOLLARS THE STATE COULD ENSURE THE 

CONSTRUCTION OF THE WATANA PHASE OF THE SUSITNA PROJECT. 

DO YOU FEEL THE MERGER IS MORE IMPORTANT THAN SUSITNA ?

7. IN THE PAST/ THE MERGING OF SMALL UTILITIES HAS RESULT­

ED IN SAVINGS FOR THE CONSUMER. BUT IN THE MERGER OF 

LARGE UTILITIES THIS IS NOT ALWAYS THE CASE. WHY DO YOU 

THINK SUCH A LARGE MERGER WOULD WORK IN THE RAILBELT



Rep. Tern-  Marlin 
Pouch V-Siatc Capiiol Bldg. 

Anchorage. AK 9 9 11 <■Alaska’s Rapid Population Growth 
Increases BecfecrPoWerDernardŝ

t^ e E B O A V ID  .

AAlthough per capita energy con­
sumption by Alaskans has not in­
creased drtm atically in this decade, the 
demand for electricity has risen due to 
unprecedented population growth. The 
precise demand for electricity in the 
long-term future continues to evade 
planners, hut they ore certain that Rail- 
belt electrical requirements will con­
tinue to grow at a healthy rate.

A 20-year energy and peak load fore­
cast summary compiled by the Alaska 
Systems Coordinating Council (ASCC) 
for the Rnilbelt (see Table 1) estimates 
peak energy usage will iump from 627.8 
MW in 1983 to 1,474 MW in 2001. Con­
siderable disagreement surrounds the 
peak load forecasts, which aie invnlu- 
nble in planning electrical generation 
needs.

One argument is the peak load fore­
casts indicate that the proposed $5.5- 
billion (estimated 1983 dollars), 1,600- 
MW Susitnu hydroelectric project is too 
large. Another cnmp argues the power 
projections arc unrealistically low.

In either case, at least some growth in 
demand is certain, and utilities will 
continue to be active users of construc­
tion services through the next decode.

A n ch ora g e  Aren
SouLhccntral Alaska, particularly 

the Anchorage area, has exhibited 
phenomenal population growth in the 
first three yenrs o f the 1980s. The 
growth has spurred revised peak load 
forecasts nnd provided the impetus for 
large eleclricnl construction projects.

According to the ASCC forecast, A n­
chorage Municipal Light and Power 
(ML&P) generated 663 gigawatts (1 
GW = 1,000 MW) in 1982. Energy con­
sumption by the publicly owned utility 
is expected to reach 717 GW this yenr 
nnd 786 GW in 1984. Table 1 shows 
similar energy usage increases through 
the year 2001.

Peak loads this winter at ML&P are

expected to reach between 130 MW and 
140 MW, compared to the peak last 
winter o f 126 MW. (Peak loads are very 
wer. cher-sensitive, surging during 
periods o f extremely cold tempera­
tures.) By the year 1991, peak loads will 
nearly equal the utility ’s current total 
generating capacity o f  253 MW, which 
includes 16 MW o f power purchased 
from the Alaska Power Authority’s Ek- 
lutna hydro facility.

ML&P currently has more than 100- 
MW reserve cupacity, n hefty 80-per-

‘ML&P’s 80-percent 
reserve capacity 
is not excessive 
for Anchorage.’

cent reserve enpneity. From n national 
perspective, the reserve is extremely 
high, but in Anchorage, where the 
largest unit produces 100 MW, the re­
serve is not excessive. The loss or fail­
ure o f ML&P’s largest unit at peaking 
periods would annihilate its reserve 
generating enpneity.

A $122.5-million, 170-mile electrical 
intertie between Anchorage nnd Fair­
banks utilities will help to preserve A n­
chorage’s generating reserve during 
peaking, while enabling Fairbanks 
men utilities to draw from Anchorage’s 
cheaper gas-fueled power. The project, 
sponsored by the Alaska Power Author­
ity, is under construction and scheduled 
for completion in December 1984. (See 
November 1983 issue o f AC&O for a 
complete report on the Anchorage-Fair- 
banks intertic project.)

The municipality currently operates 
seven main generating units — four 
simple-cycle combustion turbines, two 
o f which are dicsol-fired, nnd two com ­
bined cycle units which work in concert

with one steam turbine running ofT o f 
waste heat. ML&P iB considering the 
installation o f an additional 80-MW 
plant next spring at *>, nominal cost o f 
$16 million, if a contract for sale o f ex­
cess power can be arranged with 
Chugach Electric Cooperative Inc.

Chugach, which serves nearly 50,000 
Anchorage area customers compared to 
ML&P’s 19,000 center city customers, 
has a greater immediate need for 
energy. I nder the arrangement being 
negotiated, C b jgach  would buy excess 
production from the new ML&P plant 
until the latter utility required the gen­
eration to meet its customers' needs. 
While Chugnch and ML&P could mutu­
ally benefit from such nn arrangement 
— Chugnch would hove additional 
power without up-front capital costs, 
while the municipality could reduce its 
capita! costs by selling power — both 
utililies are prepnred to proceed nlono if 
on agreement is not reached.

ML&P would install the plnnt in 
1985 instead or 1984 without n pur­
chase agreement from Chugach. And 
the cooperative is pursuing plans to 
purchase ML&P new generation nnd to 
build its own new unit on a parallel 
track. Chugnch, whirh pegs the total 
project cost at $26 million, would proba­
bly install a new unit at its Beluga sta­
tion, near its cheapest sourer o f gas 
from the Beluga field.

Chugach Electric also is planning to 
increase its generation by another 40 
MW with a new unit at Bernice Lake. 
The $ 17-million project would include a 
new gas-driven turbine nnd 21 miles o f 
115-kV transmission line from the 
Nikiski plant to a Soldotna substation. 
The transmission line p rtion o f the 
contract is estimated to cost between $7 
million and $8 million. The Bernice 
Lake unit is scheduled for installation 
in 1984.

In 1986-87, Chugnch is planning to 
boost its genciation further by adding

1 2  A laska  C onstruction  & O i l /D ec:m ber 1983



itrgec c f  Chugach and 
* believesthe proposal; 
study. A merger could 

>60 million in savings to;, 
^avoiding duplications^ 
f  planning capabilities,';
act's board o f directora*»- * ’ ’ - . accentuate cooperative,.
amcng the two u tilitie s*
“Organization un til such,

Wey, dirertoi- o f  government and 
inmmental affairs for Chugach'. V- t

■rr- <X"‘ ur?*■

two more units —  an 80-MW unit at its 
Beluga station and a 40-MW unit at 
Bernice Lake. Specifications and site 
plans for the projects are being de­
veloped.

The increased generating capacity 
will help Chugach meet ASCC's 
forecasted energy demand o f 2,304 GW 
in 3987. Table 1 indicates the coopera­
tive’s energy generation climbing from
1,765 GW in 1982, to 1,854 GW in 1P83, 
to 1,966 GW in 1984, to 2,079 GW  in 
1985, and to 2,192 GW in 1986

The two Anchorage-based u tilises 
also are undertaking major transmis­
sion line upgrades this year. Al! 
Chugach-MJ^&P 35-kV transmission 
lines will be boosted to 115 kV by the 
end o f 1983. The improvements also en­
tail modifying the lines into a loop sys­
tem to give all substations two-way 
feed. The utilities have been intercon­
nected in the past, but the recent trans­
mission upgrades will build extra relia­
bility into both systems.

MI.&P will spend about $14 million 
in capital improvements this year, nnd 
has budgeted $36 million, including 
$16 million for the proposed new elec­

trical generating unit at its main plant, 
for 1984. According to Tom Stahr, gen­
eral manager o f  ML&P, the utility b I bo 

has a four-million-gallcin fuel-oil stor­
age facility on the drawing board for 
possible construction in the next few 
years. * 7

Additional Chugach improvements?improvemen tsV ii 
include a complete upgrade o f  its Be-: xli 
luga station transmission lines to 230 
kV over the next three or four years 
The project, which will boost the cu r 
rent 115-kV line from Anchorage to the 
Kenai Peninsula, likely will involve a 
submarine cable crossing o f Tum again 
Arm.

In addition, the cooperative is planJ 
ning two new bulk power substations in 
Anchorage —  one in the western end of 
the city near Anchorage International 
Airport and one in east Anchorage at 
University Substation. Within the next 
five years, Chugach is planning an up­
grade o f its radial transmission lines to 
138 kV in South Anchorage's Huffman 
Road residential area.

For the im m ed’ nte future, the two 
utilities are confident they will keep 
pace with Southcentral A laska’s

mounting energy needs. But with the 
proposed Susitna hydroelectric project 
still hanging and the inability to pre­
cisely predict long-term energy de­
mands, the distant future is more un­
c e r ta in ^ -

Is aimed at impro,  ' 1_____:__i •

Southcentral
The City o f Seward, which purchases 

the bulk o f its power from Chugnch 
Electric, is planning an estimated $10- 
million transmission line upgrade

Table 11
A laska System s C oord ina ting  C ouncil 

20-Year Energy and Peak-I.oad Forecast Sum m ary 
Rallbe lt U tilities

AM L4P|1) C E A|1]|2 ) FMU|1] GVEA|1]
Rallbelt 
Total (3]

W inter W inter W inter W inter W inter

Energy Peak Energy Peak Energy Peak Energy Peak Energy Peak

Year (OWH) (MW) (GWH) (MW) (GWH) (MW) (GWH) (MW) (GWH) (MW)

19B2 663 130.0 1765 372.3 141 28.2 360 67.9 .2929 598.4

1933 717 1400 1854 384 1 14.7 29.3 387 74.4 3105 627.8

19P4 786 152.0 1966 408.4 1!i3 30.5 416 01.4 3321 672.3

1935 3-14 162.0 2079 432.7 1111 32.2 447 89.2 3531 716.1

1330 915 174 0 2192 457.0 1115 32.9 480 97.7 3752 761.6

1987 986 186.0 2304 481.3 1158 33.6 516 107.0 3974 007.9

198B 1053 197.0 2417 505 6 172 34.3 558 113.7 4200 850.6

1989 1126 209.0 2530 529.8 175 35.0 603 120.9 4434 894.7

1990 1200 2’ 1.0 2642 554 1 183 36.5 653 120.5 4678 940 1

1991 1270 232.0 2754 5783 190 38 0 706 136.6 4920 904.9

1992 1322 241.0 2867 602.5 198 39.5 764 145.3 5151 1028.3

1993 1375 251.0 2979 626 8 206 41.1 826 154.4 53B6 1073.3

199-1 1-131 261 0 3091 651.0 214 42.8 894 164.1 5630 1(18.9

1995 1«C9 272.0 3203 6752 225 45.0 967 174.5 5884 1166.7

1996 1543 203 0 3315 699 3 237 47.3 1046 185.5 6147 1215.1

1997 1621 294.0 3428 723.5 249 49.7 1131 197.2 6429 1264.4

199B 1697 306 0 3540 747.7 262 523 1223 209 6 6722 1315.6

1999 1775 318.0 3652 771.8 275 54.9 1323 222.8 7025 1367.5

2000 1858 3310 3764 795.9 281 56 1 1432 2369 7335 1419.9

2001 1944 344.0 3875 820.0 2.'95 58.9 1548 251.B 7662 1474.7

N ote*:
(1) Forecast b o n  utility — 2 03
(2) CEA lorccasl includes Matanunkn Eleclnc Association, Hornor Eloctnc Association Bnd Soward Electric roquiromBnis
(3) Eklulna is included in AMLSP and CEA

Copper Valley Eleclnc Association (CVEA) totals not Included. CVEAhas indicated (3'S3) its growth will averago two to live porcont per year 'hrough 2001 

AML&P » Anchorage Municipal lig h t 8 Power
CEA •> Chugnch Eleclnc Association .
FMU - Fairbanks Municipal Utilities System Kt’P- ■ err}'Martin
CVEA -  Golden Valley Electric Association, Fairbanks Aroa Pouch V-SialC C apitol Bldg,
1 C ourtesy o l A laska Power Administration A nchorage, A L  9911
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which will boost its power lines from 24 
kV to 115 kV. In the design phase, the 
project is scheduled to begin in spring 
1984, hinging on ar. appropriation from 
the Alaska Legislature.

Existing single-pole transmission 
lines are undersized for current loads, 
resulting in excess voltage loss, nnd 
hence, in energy lose,. The current 
transmission system also leaves little 
room for any industrial load expansion 
at a time when Seward foresees in­
creased electrical demands from indus­
try.

A coal port to handle Usibelli coal 
being shipped to Korea’s coal-fired elec­
trical plants is scheduled to be built 
next fall in Seward. A ship lift currently 
is under construction and should be in 
use by the summer o f 1984. The city also 
is expecting ancillary industries to spin 
o ff o f  these larger developments and an 
accompanying increase in residential 
energy demand.

Seward’s current peak loading is esti­
mated at 5 MW, a figure which is pre­
dicted to increase to 20 MW over the 
next 30 years. Ebasco Services Inc. cur­
rently is conducting a 30-year economic 
nnd load forecast to be used in design ing 
the line and preparing construction 
contract drawings and documents.

To meet short-term energy needs, the 
city will have to rely on two o f its three 
stand-by diesel generators to supple­
ment the power it purchases from 
Chugach. The only power currently 
generated by the city utility consists o f 
nbou' 100 kW from a small hydro plant 
for use by the local hospital.

In the Glennllen-Vnldcz area, Cooper 
Valley Electric Association (CVEA) has 
no plnns for immediate cnpitnl improve­
ments. The system is powered by two 
diesel units —  one producing 10 MW in 
Valdez nnd one producing 7 MW in 
Glcnnllen — in the winter months nnd 
the 12-MW Solomon Gulch hydro plant 
in the summer. Glenallen currently is 
not tied into the hydro facility and oper­
ates itsdiescl units year-round,

Dan Tegeler, CVEA office manager, 
hopes to see a transmission line built to 
tie Glenallen into the hydro system. 
But no immediate plnns or funding 
exists.

Also in the future is the possibility o f 
installing a pressure-reducing turbine 
which would tup the kinetic energy 
from the trans-Alaska pipeline, ter­
minating in V’nldez, and convert it to 
electricity. Such a system would replace 
V aldezs aging and expensive-to-oper- 
ate diesel turbines.

The kinetic conversion talks have 
been held up by a lawsuit brought by

the City o f Valdez in an effort to take 
over CVEA. Tegeler said the case soon 
will be dismissed, opening.the door for 
continuation o f negotiations with the 
Alyeska Pipeline Service Co. over using 
the pipeline as a kinetic energy source.

Also in limbo is an Alaska Power Au­
thority preliminary feasibility study to 
determine the lowest long-range cost o f 
power for the area. The study, con­
ducted by Stone-Webster, tentatively 
recommended a Silver Lake hydro 
plant transmitting electricity to Cor­
dova and Valdez as the best o f several 
options. The Power Authority is re­
questing funding in 1984 to complete 
the feasibility study.

Unlike most areas o f the state, Cor­
dova’s peak electrical londs occur dur­
ing the summer fishing season. The 
summer peak for 1983 reached 4.5 MW 
and is expected to climb to 5 MW in 
1984.

About 1,200 Cordova area customers 
are served by the Cordova Electrical 
Cooperative Inc. A demand growth rate 
o f between seven and eight percent a 
year has necessitated construction o f a 
new power plant, which was about one- 
third complete in late October. The 
facility will increase CEC’s current 7.5-

MW g e n e r a t i n g  c a p a c i t y  t o  10 MW in 
t i m e  f o r  n e x t  B u m m c  r’s fish p r o c e s s i n g  
s u r g e .

The $3-million project, funded with 
money borrowed from the Rural Elec­
tric Association and the National Rural 
Utilities Cooperative Finance Corp., 
entails installing a new 2.5-MW diesel 
unit and relocating an existing 2.5-MW 
unit to the new power plant. The con­
tract is being performed by Hales Con­
struction & Associates ofSeattle.

Two units —  1.9-MW and 2.6-MW 
Enterprise generators — will continue 
to operate at the existing Eyak Lake 
plant, but plans are to eventually phase 
out these older units and replace them 
with new unattended-operation mod­
els. CEC Manager Doug Bechtel said 
the move would reduce staffing levels 
and lower electricity rates.

F a irban k s A rea  
Fairbanksarea utilitiesalsow ill ben­

efit from the Anchorage-Fairbanks in­
tertie project currently under way. 
While demand is growing —  new con­
nects by Golden Valley Electric Associ­
ation increased from 1,075 in 1981, to 
1,319 in 1982 and an estimated 2,000 in

Table 2'
Juneau Area Net Generation and Peak Demand

System Net MWH% Peak MW%
Generation Annual Demand Annual

Fiscal Year MWH* Increate MW Increase

1970 58,266 12.4
9.5 11.3

1971 63.786 13.8
10.1 8.0

1972 70,21.5 14.9
7.8 4.0

1973 75,7! 3 15.5
9.6 4.5

1974 83,059 16.2
13.9 9.9

1975 94,609 17.8
12.4 11.2

1976 106,290 19.8
5.6 3.0

1977 112,19/ 20.4
8.9 14.7

1976 122.218 23.4
9.2 -1 .3

1979 133,457 23.1
7 2 13.4

I960 1,13,128 26.2
16.5 2.9

1981 160,700 32.2
21.7 29.2

1982 202,000 41.6
10 .3"

1983 (Ocl-Juno) 174,754 40.1
12.4 -3 .6

1983 228 .000 '" 40.1

• Includes Alaska Electric Light & P utts ’  and Glacier Highway Electric Association sales and losses
"  Increase over same pcnod in 19B2 Rep. T erry  M urtin

"■  Eslimale based on nine months'dala Sla te  C apito l. Pouch V
t Courtes) j l  Alaska Power Administration Juneau. AK 998 1 1
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1983 —  utilities generally feel their 
generating capacities are adequate to 
cover power needs into the early 1990s.

GVEA currently has a generating ca­
pacity o f 203 MW and expects peak 
loading this year to reach 72.7 MW, 
compared to a peak load o f 67.9 MW in 
1982. Peak load estimates for 1984 are 
77 MW.

Power for the cooperative’s 20,000 
customers is generated with GVEA’s 
main base plant at Healy, which pro­
duces 25 MW from coal-fired turbines, 
in addition, two diesel-driven gen­
erators each produce 65 MW at the 
North Pole peaking plant and several 
7.5-MW generators operate at the Fair­
banks Vhender complex.

While GVEA has no plans for large 
capital improvements in the short­
term, the rising number o f new con­
nects will require continual power line 
expansions.

At Fairbanks Municipal Utility Sys­
tem (MUS), which is interconnected 
with GVEA and Fort Wainwright, the 
maximum generating capacity is 63 
M W  achieved with four coal-fired, 
steam turbines and two diesel turbines 
for back-up and for peaking. The system 
usually cperates in the 30-MW to 60- 
MW range, and peaked at 28.2 MW in

•the w in te r o f 1982-83. T he utility ex­
pects a peak load thiB winter o f 30 MW.

System growth due to new housing 
construction and commercial construc­
tion will require MUS to purchase an 
additional 25-MW coal-diesel unit, 
which will replace three 30-year-old 
steam turbines with a combined capac­
ity of 17.5 MW. While the change will 
not greatly enhance generation ability, 
it will build more reliability into the 
system.

Southeastern
The Juneau area has experienced a 

significant increase in peak demand 
nnd energy consumption since 1980. In 
the spring o f 1983 local utilities were 
required to furnish more than five m il­
lion kwh o f diesel-generated electricity 
to supplement power available from hy­
droelectric plants. According to the 
Alaska Power Administration, a divi­
sion o f the U.S. Department o f Energy, 
the need for this diesel generation is ex­
pected to increase each spring as area 
reservoirs are drawn down until addi­
tional hydro power is available from 
Crater Lake.

An Alaska Power Administration 
study, "Juneau Area Power Market A n­
alysis, Update o f Load Forecasts," con-

db
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eludes that the-Crater Lake addition to 
the Snettishnm hydroelectric facility is 
needed, since from 40 to 70 percent o f 
the project’s output could be used the 
first year on-line in 1987. Firm energy 
from Crater Lake would be used by 
1990 under a high-growth case, and by 
1993 under a lower-growth scenario.

Construction o f the Crater Lake proj­
ect, estimated to cost $70 million, is ex­
pected to be contracted by the Army 
Corps o f  Engineers in the spring o f 
1984, with site construction beginning 
in early July. Under this construction 
schedule, the project would be on-line in 
February 1987.

Expected generating capacity from 
the addition is 27 MW , which repre- 
ser*s s 60-percent increas? in present 
generating capabilities in the Juneau 
area.

Crater Lake generating units will be 
housed in the Snettisham power plant, 
from which Juneau utilities draw Lie 
bulk o f their power. Snettisham's cur­
rent generating capacity is about 46 
MW. In addition. Alaska Electric Light 
& Power (AEL&P) owns small hydro 
sites supplying about 6 MW. The pri­
vately owned utility added one die»el 
unit this year to give it nine stand-by 
diesel generators with a capacity o f 17 
MW.

Plans are to add two to three addi­
tional diesel generators a year to satisfy 
the hydroelectric deficit which .cur­
rently exists. AEL&P also has re­
quested a 17.5-MW oil-fired gas turbine 
which it would use strictly for stand-by 
in the event o f a loss o f load at Snct- 
tishnm.

Potential hydroelectric sites beyond 
Crater Lake would include Long Lake 
Dam, Lake Dorothy, Sweetheart Creek 
nnd Speel River, according to the 
Alaska Power Administration. AEL&P 
has proposed a cooperative study to look 
into future development o f generation 
facilities to ensure the best use o f the 
area’s hydro resources.

Table 2 shows the Juneau area net 
generation nnd-peak demand nnd the 
trend toward increased demand nnd de­

clin ing  MW generation enpneitv.
' In other Southeastern communities, 
the State o f Alaska has invested mil­
lions o f dollars in hydrpelectric projects 
at Swan Lake, Tyee Lake and Terror 
Lake in an attempt to meet clectricnl 
demands in the long-term. (See articles 
on Southeastern hydro projects in this 
issueof A C & 0 .).........

Electric power retains a commanding 
role in the development o f  Alaska, and 
will continue to spark construction ac­
tivity for the foreseeable future. o *





STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

[Revision Date: 3/16/84

REQUEST (LAC) FISCAL DETAIL
N a t u r a l  Resource^Bi l l/Reso lut ion N o . : cs For HB 486 Agency Affected: ____________________________

Title: s t a te  P a r k  F a cility F e e s   P r o g ra m  C a t e g o r y  Affected: N R M & E C

Sponsor: B e t t i s w o r t h  
Requestor:

Date of Request: 2/2/84

BRU, Program or Subprogram^) Affected: 
Parks, P a r k  M a n a g e m e n t / O p e r a t i o n s

EXPENDITURES/REVENUES: 'r .uusands of Do l la rs )

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 39

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

400 SUPPLIES 

500 EQUIPMENT 

600 LAND 4 STRUCTURES 

700 GRANTS, CLAIMS 

800 MISCELLANEOUS

13.5 14.0 14.6 15.2 15-3

3.0 4.5 4.5 4.5 4.5
1.5 1.5 1.5 1.5 1.5
: . o

TOTAL OPERATING 71.0 20.0 20 6 . 21.2 21.3.

| CAPITAL a s .7 1 17.9 17.9 -0- -0-

! REVENUE 200.0 210.0 231.0 254.1 280.0

FUNDING: (Thousands of Dol lars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

37.9 3 3 . 5 21.3 21.8

56.7 — 12,-9 — 38.5 , 21 .1 ........ 21.8

POSITIONS:
FULL-TIME

PART-TIME I 1 1 1 1
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

prepared By: AT i.-WMnrv n i l  inrun Phone: 2 4 1 -4 1 0 4 . ',r,s-r .Q7
D iv is io n : ______ p.-iri< ̂ /Manaotv’i n n t - _______________________________ Date: 2J2JM _____________

y\\V approved bv Commissioner: Date: q/t /ra_____________
Agency: nnp.-irtmfnt- nf Mu fiir. 1 1 Resnurees H—

D ist r ibu t ion  (by Agency preparing f isca l  note): 
Leg is la t ive  Finance 
Leg is la t ive  Sponsor 
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Off ice of Management and Budget
Impacted Agency(ies) 12/1/83



I Rev 1sion Date: 2/22/84 I

REQUEST FISCAL DETAIL
Bi 11/Resclution No.: CSHB 4 8 6 (ReslAgency Affected: Natural Resources
T i t l e :  State Park F a c i l i t y  Fees Program Category Affected: NRMEC

Sponsor: Bett isworth BRU, Program or Subprogram!s) Affected:
Requestor :^ _________________  Parks, Park Management/Operations
Date of  Request: 2/22/84 ~  ___________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Do l la rs )■■ — — ■ ■ ■ ■ ■ — —. _ i ■ 1 1 ■ ■«&...■ 7:» ■■■ I j . .  ' o V

OPERATING
FY 84 Fy 85 FY 86 Fy 87 FY 88 FY 39

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

i*00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

13.5 14.0 14.6 15.2 15.8

3.0 4 .5 4 .5 4 .5 4 .5
1.5 1.5 1.5 1.5 1 .5
3 .0

TOTAL OPERATING 21.0 20.0 20.6 21.2 21.8

1 CAPITAL I | 35.7 1 17 .S 17.9 -0- -0-

1 REVENUE | 200.0 \ 210.0 231.0 254.1 280.0

FUNDING: (Thousands of Doll ars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

56.7 37.9 38.5 21 .2 21.8

56.7 37.9 38.5 21.2 21.8

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page fo r  ana lys is

Prepared By: A1 Meiners/Mike Lee/Mary Hal loran Phone: 265-4506, *toF-2407 
D iv is ion :  Parks/Hanagenignj / ^ ~ 7  Date: t / t / M

Approved by Commiss ione/y ^ < ^ ^ j  l ^ < / ^ ~ Da te : 2/22/84
Agency: Department o ^Na ty ra l  "Resouree^______________

D is t r ib u t ion  (by Agd^cj^preparing f i s c a l  note):
Leg is la t ive  Finance 
Leg is la t ive  Sponsor 
Requestor
Off ice of Management and Budget
Impacted Agency(ies) 12/1/83



IRevision Date: 2/22/84

REQUEST FISCAL DETAIL
B i l l/Reso lu t ion  No. : CSHB 4 8 6 (ResjAgency Affected: Natural Resources ___
T i t l e :  State Park F a c i l i t y  Fees Program C a t e g o r y  Affected: NRMEC

Sponsor: Bettisworth BRU, Program or Subprogram(s) Affected:
R e q u e s t o r :    Parks,, Park Management/Operations
Date of Request: 2/22/84 ~  ____________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Do l la rs )
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700 GRANTS, CLAIMS

800 MISCELLANEOUS
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! REVENUE i 2 0 0 . 0 2 1 0 . 0 231.0 254.1 280.0 !

FUNDING: (Thousands of Doll ars)
CENERAL FUND 56.7 37.9 38.5 2 1 . 2 21 . 8

FEDERAI. FUNDS

OTHER

TOTAL 56.7 37.9 38.5 2 1 . 2 21 . 8

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY _________

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page fo r  ana lys is

Prepared By: A1 Meiners/Mike Lee/Mary Hal loran 
D iv is ion :  Parks/Manageni

Approved by Commission^ 
Agency: Department o

Phone: 265-4506, ^0^-2407 
Date: 2/2/84
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Dc
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Requestor
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(A la s k a  J& ta fe  'J le g tg la tu re
House of Representatives

Pouch V 
State Capitol 

Juueau, Alaska 99811
M E M O R A N D U M

January  19,  1984

TO:  Representat ive Cowdery ,  Chai rman
House Labor S Commerce

FROM:  Representat ive Joe

SUBJECT:  HB 497 - Overcrowd ing  in Schools

On Tuesday ,  January 26th,  the Committee on Labor & Commerce wi l l  be 
hear i ng  HB 497,  which is a bi l l  that I sponsored .  I feel this is 
important legislat ion and therefore appreciate your  committee's 
w i l l i ngness  to g i ve  this legislat ion a fa i r  and complete hear i ng .

The bi l l  is important because it deals wi th the qua l i ty  of  education here 
in Al aska .  A qua l i ty  that is erod i ng  away .  In fact ,  as you may a l ready 
be aware ,  our  students graduat i on  rates and test scores are f a l l i ng .  I 
f i nd this to be unacce* table .  I t h i nk  we can do better .

That  is why  I i nt roduced HB 497. Th i s  bi l l  wi l l  prov i de the 
oppor t un i t y  for school board members and teachers to meet together so 
they can negotiate on class size.  Th i s  is important because i f  we can 
reduce class size we can increase student  achievements a n d ,  once 
aga in b r i n g  our  education standards up to the qua l i ty  we al l expect and 
need.

The issue of  class size is not new.  It was b r ough t  to the attention o f  
the state Supreme Court several  years ago.  At that time the Court 
sugges ted ,  "It would be helpfu l  i f  the le<rslature,  t h r ough  future 
enactments prov i ded speci f ic gu i dance on a number  of  items which 
un ions seek to negot i ate . " .  T h u s ,  the Supreme Court is i nv i t i ng  a bi l l  
such as HB 497.

In that same op in i on ,  the Court also asserted that under  the Alaska 
Const i tut ion ,  Art icle V I I ,  Section I ,  the leg is lature has exclusive domain 
over  education in the state.  I bel ieve that we members must respond tn 
this obl i gat ion and pass legislat ion that can ,  in a cost effective manner 
deal  wi th some of  our  schools prob lems.

Official Business



Representat ive Cowdery 
January  20,  1984 
Page 2 of  2

I bel ieve this bi l l  wi l l  do just that .  It wi l l  p rov i de  the oppor tun i ty  to 
reduce class size and therefore increase student achievement .  I hope 
you wi l l  suppor t  this legislat ion wi th me and be l ieve ,  as I d o ,  that 
something must be done and done now.  Students are f lock ing into the 
Anchorage ,  Matsu and Kenai  d i str icts .  Class size is putt ing a terr ib le 
bu r den  on our  teachers abi l i t ies to p r ov i de  an effect ive and eff icient 
l earn ing env i ronment .  Th is  bi l l  wi l l  at least prov i de  the opportun i ty  to 
deal  wi th class size and  do so at the local level so we can mail .din the 
local control  over schools that we all want .

You wi l l  note that I have also enclosed some addi t ional  backup 
information for you r  rev i ew.  I f  you have addi t ional  quest ions to be 
answered before the hear i ng  on T h u r s d a y ,  please cal l .

Thank  you for you r  time and considerat ion in regards  to this matter.

cc:  Representat ive Furnace
Representat ive Ringstad 
Representat ive Uehl i ng 
Representat ive Wendte 
Representat ive Koponen 
Representat ive Pest inger



despite pay 
in schools

’t
from  staff.and wire reports

In the past decade, Alaska has 
retained the distinction of having 
the best-paid teachers in the country 
and has reduced the student-teacher 
ratio in the classroom, but the drop­
out rate has been increasing and test 
scores have been falling.

The numbers are not so discourag- 
• ing in Anchorage as in other parts of 
the state, says Anchorage School 
District Superintendent Gene E'avis.
. The statewide composite is drawn 
from figures released Thursday by 
the U.S. Department of Education. 
Secretary T.H. Bell said the s ta tis­
tics show that the school systems 
that spend the most m ney don’t 
necessarily get the best results.

\The data compares figures in 1982 
to 1972 and puts them into national 
perspective. .

Alaska teachers’ salaries in 1982 
averaged §29,000. The District of 
Columbia is second a t §22,883. The 
national average is §17,360.

In 1972, Alaska led the way at 
$14,124, followed by New York at , 
$11,400. The national average v/as 
$9,615.

During that 10-year period, the 
number of students per class in 
Alaska schools declined from 21 to 
16, moving Alaska from 18th in the 
country to a tit for eighth. The 
national average declined from 22.3 
to 18.9.

But Alaska’s graduation rate de­
clined from 79.3 percent to 71 per­
cent, dropping it from 25th to 38th in _  
the country. The national rate went 
from 77.2 percent to 72.8 percent.

Alaskans’ scorjs on the American 
College Test (ACT) fell from 19.6 to 
18.7 (on a scale of 1 to 36). National­
ly, the ACT scores went from 15.5 to . 
13.5 so A laska’s standing actually “ 
improved from a tie for 15th to  a tie T 
for 13th.

The dropout rate in Anchorage t 
appears to be declining, Davis said, r 
As for test scores, he acknowledged 
a decline last year in Anchorage, but 
said average mst scores here are 
nevertheless higher than the sta te or 
national average.

The biggest problem in Anchorage 
is the high turnover rate of students 
each year, Davis said. Family mobil­
ity resulted in a 35 percent turnover 
rate last year, he said.



The Glass Size/Achievement Issue:
New Evidence and a Research Plan

by Leonard S. Cahcn and N iko la N. F ilb y

Using "meta-analysis," Gene Glass arid Alary Lee Sm ith  have discovered 
im portant studen t achievement gains when class size is reduced to 15 or below. Cahcn and  

Filby arc now involved in intensive f ie ld  study o f  the whys and hows o f  these gains.

O
n t he 2
me m ini

average, s tudent  achieve- 
I m em  increases as class size is re-
' d u c td ,  and (he advantage  rises sharply  for 

a class o f  15 and below. Reductions in size 
of  from, say, 2S to 25, are p io icc tcd  to 
m ake only a small d ifference in average 
achievement.

these arc perhaps tti :  most significant 
conclusions reached in a new ‘‘meta- 
analysis’’ o f  half a century  o f  research, 
perform ed as part of a project in class size 
and instruction being conducted  by the 
Far West L abora to ry  for Educa tiona l  Re­
search and  Development with N ational 
Institute o f  Education  funds.

Gene Glass and  M ary Lee Sm ith  o f  the 
University o f  C o lo rado  were responsible 
for the meta-analysis. At the same time, a 
com plem entary  and  converging app roach  
to the question of class s ize/nchievemcnt 
relationships was undertaken  and  is co n ­
tinuing. A small n um ber o f  field studies 
were designed in which class size is ex- 
perimenially controllea and  intensive 
observation of classioorn procedures is 
being conducted . A chief object  ii to find 
out what aspects of  instruction ;r. smaller 
clr.ssr.c account for the achievement a d ­
vantages.

T he  remainder of  this article will detail

I.COSARD S. CAHCN i s  director and 
S i KOI. A S. FILflY associate dnccior of the 
Class Si r and Instruction Rro/rct, Car ll'est 
''rpional Laboratory, San frar.cnco. The 
tltidi reim-trd hare >, j i  produce! unde' SIC 
/ram So Qtl.Slfi-G.Tf-OIQ.I.

Car.cn ant! Kilny m h c  io  «>•* ' io * i td e e  the 
help ar-il support i>/ Joseph  I .m en  in  w .ri I ir. 
i « . . .  Ki'Ch.er o j the \ c t i iu ia :  In u iii i ic  o f  
/.d u ration . S e in e  sui'/m rt j , .r  the p rn -ec l cam e  
Jrymt the  I ratine S .n o ,w s  V-r'?m ii:, t enter jo r  
tr.r S tudi id  c \a ,u u n o r „  L C C A , S IC  .•unit
so oh-sil Cj.ts-o::}.

the  procedures , findings, conclusions, and 
policy implications o f  the Far West p ro j ­
ect.

For the research synthes i, «-•<■ felt that  
the new app ro ach  called meta-analysis 
w ould prove tc  be a powerful way o f re­
solving some of the inconclusive findings 
reported  in the litc tature. Glass, a pr im ary  
developer c f  meta-analysis m e thodology, 
repor ted  tha t  the  class s ize /s tud en t  
achievement literature might lend itself to 
the tech n iq ue .1

•Meta-analysis provides a m e thod  for 
i the  statistical integration o f  data  across 

m any s tud ies .: Studies o f  psychotherapy 
anci tutoring, am ong  other fields, have 
already been integrated via meta-analysis. 
Meta-analysis proceeds by calculating the 
size of  one  oi m ore  measures of  effect in 
each study, then pools these measures as 
da ta  points lor further analysis. In the 
ease of class size studies, each da ta  point 
is a m easure of  the difference in achieve­
ment between two classes of diffc ien t  size.

Glass and  Smith fust  ob ta ined  and 
read some 300 repotis , publications, 
theses, e tc .,  that reported findings on 
d .v s  size and  achievement. The search 
was m a d :  th rough E R IC , d i s s e n s i o n  ab- 
s t ia r ts ,  research reports  and  reviews,1 and 
from  nom inations  and  suggestions from  
o ther  re se a rches .  Glass an.; Smith found 
current reviews by Doris Ryan a n J  T . F a i r  
G r e e n n c ld ’ a n a  C . I). L.allrur. R. J. 
S um ner ,  an a  E. W itro n 1 very helpful. O n ­
ly 77 ol t h :  300 docum ents  could tie used. 
They yielded "2 : com parisons o f  achieve­
ment in different class si..es. .Many studies 
yielded multiple s-**. o i  data .  For example, 
one might report .v lb m - m c n i  d a ta  for 
re a d .n . ,  tnuthitn.ipcs . M i d  senn ec  for 
three print,* levels, Cuts yielding, nine c o m ­
parisons. The studies provided a d a ta  set 
based on r.enrlj DOO/.HIO ;up t ls  and

spanned over ha lf  a  century. Sixty-five 
percent o f  tlic com parisons  were ob ta ined  
f rom  jou rna ls ,  approxim ate ly  16c.o from  
b oo ks ,  an d  11'To from  u npub l ished  
sources. Approxim ately  5°7o cam e from  
theses, a source not generally tapped  in 
prior exam inations o f  the 'li terature. 
Approxim ate ly  5Gc'v o f  the  com parisons 
were ob ta ined  on  children whose ages 
ranged  fiorn 5 to approxim ate ly  l l 1/ :  
years.

As expected, most o f  the studies c o m ­
pared ciass size in the range of 20 or 
large;. C om parisons  o f  classes o f  a bo u t  26 
pupils with classes of  m ore  than  30 were 
c om m on ,  10 wills 20 far less so. For m any  
years researchers expected to see d ram atic  
differences between class sizes of 25 and  
28.

Glass an d  Sm ith  define  class size as the  
p u p i l - to - in s i ru c to r  r a t io  ( P / I ) .  O n e  
tcachrr  with 30 pupils gives a IVI of 30, 
two with 30 a f’/ i  o f  15. One  i- .icher d o ­
ing supplem entary  m ath  instruction w i 'h  
four pupils gives a I’/ l  o f  four. The search 
for an app ropr ia te  descriptive ra tio  has a 
long history in the research on  class size.6 
A ny ratio is, at best, a c rude  indica tor of  
how m uch tcacncr a t ten tion  any pups! re ­
ceives. One  hopes that  as die to-.al n um ber 
of  pupils in a class decreases, the teacher 
will be able to provide m ore  app ropr ia te ,  
persona! instruction for every y.'pii . How 
to  help teachers take advantage  o f  re d u c ­
tion in total class size becomes a crucusl 
issue, to  be discussed later.

Glass and  Sm ith  define ’‘.i  l ia ”  as a 
key concept.  A statist ical index o f  the 
achievement advantage  o f  on*.' size class 
over a n o the r  aze  class, delta  is defined 
as the m ean  achievement sem e  for the 
srr.r.tler class in a study mmu> the n w n  o f  
the laigvr class in the s tudy, the u u i c in t .  
then being divided by ike w i thm -croup

rm  d elta  >;a pp ,\n



s tandard  deviation. T o  illustrate. Class A 
has 10 pupils.  Class 0  in the same study 
has 20. T h e  s tud rn ts  in each ciass are 
given an achievement test of 50 items. The 
m ean for Class A is 35. The m ean  for 
Class H is 30. The within-group standard  
deviation is 10. T he  delta for this 
hypothetical  case would  be .5. i.e.,  
(3 5 -3 0 ) -  10. Delta ,s a s tandard  score. Its 
value can be positive, negative, o r  zero. 
Assuming a norm al d is tr ibu t ion , a delta 
o f  plus one  is one s tandard  deviation 
above the mean an d  has  a percentile rani: 
o f  84. A delta o f  plus .5 represents the 
69th percentile.

T he  calculation o f  delta is s t ra igh tfor­
ward w hen means and s tandard  deviations 
are given and when the  s tandard  devia­
tions arc equal, bu t  these cond it ions  are 
not always met. Glass worked  o u t  for­
mulas for estimating delta f rom  other 
com m on  statistics, such as a correlation 
coeffic ient. Problem s can arise in defining 
the w .uun-group  j ia n d u id  d o i - a ic r .  "  ’“ a 
Ihe g roups differ widely in variability . In 
this case the estimate o f  delta m ay  be 
biased. Con tinued  w ork  on the m ethodo l­
ogy o f  mcta-analysis, as developed by 
Glass, will z.ccd to study the effects o f  
heterogeneous variability on  the  m agni­
tude o f  deltas and  t.'ic relationship  of the 
deltas to  other variables in the studies be­
ing examined.

O f the  725 deltas calculated, 6 0 e/"o were 
positive, indicating tha t  achievem ent was 
higher in the smaller class. T he  average 
delta was .09. f u r th e r  analysis revealed 
two im po r tan t  inti "actions: T he  size o f  
the difference depcno "d on  the sizes of the 
classes being com pared ;  it also depended 
on the quality  o f  the research design. E f ­
fects were stronger in studies having good 
design characteris tics — e .g .,  where  pupils 
were random ly  assigned to classes or were 
“ m a tc h e d ,"  or  where the same teachers 
or pupils partic ipated in both  the smaller 
and the larger class. The  average delta in 
well-designed studies was .40.

T o  take in to  account the influence of 
d iffe icnt class sizes, a regtession model 
was developed to predict delta . After 
preliminary models were tried, the final 
system predicted delta  (advantage  of 
smaller over larger) front three variables:
1) n um ber of  s tudents  m the smaller ciass;
2) square  of the num ber o f  s tudents  in the 
smaller class; 3) d if fc tcncc between the 
num ber of  s tudents  tn the smaller class 
and the  num ber o f  s tudents  in the larger 
class The repression model was used to 
generate a p tap h  o f  predicted achieve­
ment. Predicted achievem ent scores were 
transform ed  to a percentile rank  on a 
hypothetical nationally  no rm ed  s tandard  
achievement test. The Glass-Smith  curve 
for wcll-dcsigncci studies is shown in 
f igure  I.

In this figure the curve s tarts  to rise 
most dramatically  when class size is re ­
duced below i ;  pupils. The  average pupil 
in class sices o f  40, 20, 15, 10, and  live

would be  expected to scotc at the 50th, 
53th, 58th, 65th , and  75th  percentiles re­
spectively. T h e  predic ted  o u tcom e  d if fe r­
ence can  be described in grade-equivalent 
units over one  school year: 1.00 years of  
g row th for class size 40. 1.15 years for size 
20, 1.24 years fot size 15, 1.45 years for 
size 10, and  1.72 for size five. These  data  
show an  impressively large a d v an tage  for 
smaller classes.

T he overall d ifference in results be ­
tween the wcll-conttolled  an d  poorly  co n ­
trolled studies was d ram atic .  T he  curve 
for the poorly  designed studies was a lm ost 
flat,  ind icating , at best, a very small a d ­
vantage to smaller classes. A lm ost  half  o f  
the deltas cam e  from  the poo tly  designed 
studies. Little w onder  cla>s size research 
has been so inconclusive.

Glass and  Sm ith  analyzed d a ta  sep­
arately for e lem entary  and  secondary 
pupils Small-class advantages  were  slight­
ly stronger at the secondary  level. It is our 
op in ion  that the advan tages  arc too  small 
to  lead to  a conclusion  tha t  e lem entary  
pupils w ould  profit  less than  secondary  
pupils if class size were reduced . There  
also appeared  to  be no difference  in re ­
sults for d ifferent subject  m a tte rs ,  such as 
reading or m athem atics .

T h e  mcta-analysis  reports  that there is 
no corre la t ion  between class size and 
achievement advan tage  in the studies p e r ­
form ed belo re  I'Mu. O ver half the 725 
deltas were from  prc-1940 studies. It is not 
surprising tha t  surveys o i  the h tc ra iu te  
prior to  W orld  W ar II typically concluded  
that tcducing  class size had no  effect on 
achievem ent.

Over the next few m o n th s  \ve plan to 
fit the Glass-Sm tth  equa tion  to da ta  not 
analyzed w hen the moocl was developed. 
Hits will a llow us io estimate the  crroi in 
th :  m odel  for dif lc 'Ciit class size c o m ­
parisons. We an tic ipate  that  new studies

will be identified, but.  these, like those 
available to Glass and  Sm ith , will contain  
few da ta  for class size smaller than 20, the 
range  wc believe to be crucial.

H ow  does one judge  the im portance  o f  
the  differences shown in f ig u :e  17 Is the 
percentile advantage  in achievement be ­
tween class sizes o f  15 and 30 big enough 
to  m ake  it worthwhile  to reduce size by 
th is  much? Policy makers will have to 
decide. As researchers, w r encourage  the 
concep t  o f  utility. We regard the delta  d if ­
ference between class size 30 and  25 as 
relatively trivial. But the d ifference be­
tween class size 30 and  15 lias utility. 
E n ou gh  pupils should prof it  to  w arran t  
pursu ing  ways of creating the smaller 
class. Wc acknow ledge the econom ic  dif- *■ 
ficulty o f  put t ing  this judgm en t  in to  p ra c ­
tice. But wc encourage investigations o f  
reduced  instructional g roup  size for parts  
o f  the school day. M ore on  this later.

A caut ionary  com m en t abou t  the  small 
changes  in achievement above a class size 
o f  20: Achievement tests m easure  only 
o n e  aspect o f  instruction. They do  not 
c a p tu re  the quality or hum anness  o f  the 
c lassroom  environm ent.  Certain ly  larger 
classes permit less relaxed in teraction  with 
ind ividual pupils.  Teachers o t te n  feel 
overw helm ed and (rustrated.

It is also im portant to point o u t  that 
the  Glass-Smith mcta-analysis snow s the 
re la tionsh ip  of class sic; and  achievem ent 
w i tho u t  any a ttem pt to see how tins teln- 
t ionsliip  is condit ioned  by a set o f  var i­
ab les  we shall call quality  of in i i ru c ’. i f t .  It 
w ou ld  be useful to  find out w hether ,  and  
h ow , good and  poor teaching or e n ­
v ironm enta l  conditions alter the curve.

T h e  F ie ld  S tu d i e s

T he  Glass-Smith meta-analysts in ­
dicates tha t ,  on  the average, achievem ent
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'  The f i e ld  studies m ay show  how  to 
achieve even greater gains in sm all classes.o  o

increases as class size decreases. If ihis is 
true, it must be because o f  som e chance  in 
c lassroom instiuction. W ith  fewer pupils 
to attend to. a teacher should be able ; c  
improve the quan ti ty  an d /  or quality  o f  in­
struction.

P. J .  Porwoll and  o thers  have conclud­
ed that many qualities o f  classroom in­
struction. such as increased individualiza­
tion. are improved when class size is 
reduced . '  Glass and Sm ith  a rc  now  doing 
a meta-analvsis o f  studies relating class 
size to classroom processes, s tudent a t ­
t itude, and teacher sa tisfaction. Teacher 
satisfaction is an im portan t  ou tcom e to 
consider in its own r ight .8 It appears  from 
the literature search tha t  relatively few 
studies ha e s>iiemiuivuui c.\amincd ti.e 
question of how  class Size influences s tu ­
dent achievement. The field studies u n d e r­
taken by the Class Size and Instruction 
Project address this question.

The basic plan o f the current field 
studies is to reduce class size experim enta l­
ly and see what changes take place in the 
classroom. In each of two schools, we 
work with two second-grade classes, each 
taught by a single teacher .  M idway 
through the year a third  teacher is hired 
and  some students  f rom  each class are 
moved to the new third class. M an y  m e th ­
odologies are used to learn a b o u t  the na ­
ture o f  schooling in the larger class s i tua­
tion (before the split), ?nd this can  be 
com pared  with what we learn when the 
classes arc made smaller after the split.

An im portant aspect o f  the field 
studies is the role o f  the classroom 
teachers. We hope to  m ake  them  col­
laborators in the investigation o f an  im ­
portan t  educational question . As a re­
search team, we shall fo rm  hypotheses 
about whai might be different in a smaller 
class, and wc shall collect evidence about 
what actually changes. T he  teachers arc 
encouraged to " t i n k e r , "  i .e .,  try new 
techniques. This means that the field 
studies are noi a " c l e a n "  experimental 
lest o f  class size but arc  instead a c o m ­
bination of class size experiment and  in- 
scrvice training for teachers. It is exactly 
this com bina tion  that wc consider it im ­
portant to study. M any  people have sug­
gested that reducing class size will have no 
effect if teachers do  exactly the santc thing 
,n a small class as in a large one and  tha t  it 
is im portan t  to help teachers take advan- 
i je c  of t a r  o ppor ' t im ts  •: i a .small r i ,v s .“

■ ■ ' ' . < :  :  v . e

i ... , ...... t:.; iturvnsrs if.
acmcven.etit si.oui.: !>? ever, greater than

those show n in the G lass-Sm ith  curve.
A m a jo r  source  o f  our perspective in 

describing c lassroom  ins truc tion  is our 
previous work on  the Beginning Teacher 
Evaluat ion  S tudy  tB T E S ) .10 In o ur  c u r ­
rent w ork  we hop e  to  e labora te  an d  ex­
tend the B TES model o i  ins truc tion ,  thus 
building a  cum ula tive  research p r o g r a m .11 
BTES researchers, w ork ing  w ith  recond- 
and  fifth -grade classes, looked  at a  series 
of  quest ions a bo u t  pupil learning  in 
m athem atics  and  reading a n d  how  this 
learning was related to  teaching  behaviors 
and  characteris tics  o f  c lassroom  learning 
env ironm ents .  T h e  B TES s tudy convinced 
us that  the teacher con tro ls  learning c o n ­
ditions that  a re  positively associated with 
pupu  learning, f o r  exam ple, larger pupil 
achievem ent gains were associated with 
teacher m o n i to r in g  o f  pupil behavio r ,  the 
teacher’s ability to  d iagnose  pupil sta tus 
and prescribe app ro p r ia te  educat iona l  
tasks (q uan ti ty  and  quality), an d  teacher 
feedback. Classes with  larger gains were 
typically associa ted  with  teachers w ho 
held academ ic  goals fo r  their pupils and  
provided relativ ely large a m o u n ts  o f  direct 
instruction. It was a lso observed  tha t  the 
teach ing/learn ing  env iro nm en ts  in these 
classes were suppor tive .  T eachers  did no t  
have to  be punitive  in o rde r  to  have 
children learn. As wc began to  design our 
plan for the Class Size and  Instruction  
Pro jec t ,  wc w ondered  how the learning 
env ironm ents  in classes could be changed  
if we reduced the num b er  o f  pupils fot 
whom  the teacher had  responsibil ity . If 
class size could be reduced by one- th ird  or 
one -fou r th ,  would  the  teacher be able to 
provide a m ore  individualized fo rm  o f  in ­
struction? W o u ld  the teacher  be able to 
diagnose pupil needs better ,  assign m ore  
app ropr ia te  vvork. and  m o n i to r  the work 
more frequently?  W ou ld  pup ils’ "w a i t  
tu n e "  (waiting, for teacher d irection  or 
help) be reduced?  W o u ld  p u p il /pu p il  and  
p u p i l ' t e a ch e r  in te rac tion  change?

H ow  would teachers feel abou t  teach ­
ing and  their pupils w hen class size was 
reduced1 W ou ld  there be m ore  tune lor 
informal d iscussions with  pupils? W ould  
there be changes in the cu rr icu lum  or 
learning activities such as m ore  and  d i f ­
ferent types o f  art o r  science lessons? 
W ould  pupils now be allowed to  talk 10 
each o the r  as they w orked?

The fo llowing categories o f  questions 
p ro *  u i e  a  r  * a s v  i ' .  r .- r i f  :.).••••: in-
■. .. ,.... ....... . . .p.tvi-:iu>ns,

p.., :! • ; • .  . : ■ :. v. ' .  Ian-
  -  -. o r ;  . f .v .ron .ncui ,  rule ••■.iting,
: : ; te :r . ;p : i /n s  r.f.J d is rup t ions ,  d iagnosis, 
assessment and  pupil eva lua t ion ,  teacher 
feedback, rew ard systems, i r n c n r '  expec­

tations  prior to splitting, and  teacher 
evaluation  o f  condit ions before  and  a lte r  
sp li t t ing .11

T w o  schools arc participating in the 
siudy. O ne  is a rural  school near Char- 
loucsviiic. Virginia, directed by G ad  Me- 
Cutcheon  o f  the University o f  Virginia. 
Pupils  are  primarily low socioeconomic 
level blacks tfi(l#,»). Before they were split 
in January .  l ‘>7y. each class had a bo u t  l*> 
pupils. Splitting reduced the classes to a p ­
proximately  13 i ■‘ents each. P a ren t  vol­
unteers a s s i s t ' chcrs.

T he  scco iOvA is located in O a k ­
land , C a l i u . . u a .  B oth  second-grade  
classes p rior  to splitting were com posed  of 
34 s tudents ,  so size d rop p ed  to  approxi­
mately 2? students per ciass after splitting 
in Feb ruary ,  1979. C lassroom  aides are 
used. T here  is a staggered reading 
schedule, meaning that h a i r (he students 
in a class com e for an  hou r  in the morning  
ar.d the o the r  half remain at the end o '  the 
day for their smaller g roup  instruction in 
reading. Nikola Filby, one  o f  the au thors ,  
teaches the class created by the sp'.it.

M e t h o d s  o f  D a t a  Co l l ec t ion

T h e  central activity in the field study 
will be to  docu m en t  and  describe d if ­
ferences in instruction fcefcre and  a fter  
splitting. Research on tcacning today  is 
multidisciplinary  and  uses m any  a p ­
proaches to knowing. Som e researchers 
advocate  the experimental m e thod  as tiic 
most pow erfu l  way o f  detecting teach­
ing / learn ing  relationships. O thers  feel 
tha t  unders tand ing  can best be a tta ined  by- 
spending m an y  hours  in classrooms 
watching the  process, talking to teachers, 
etc. M an y  researchers like ourselves think 
it is wise to  com bine  m any m ethods:  We 
obsctve and record what we see, we m ea­
sure som e dimensions, wc ask o ur  teach­
ers to  help us unders tand  what wc see. 
O ur m ethodo logy  includes bo th  qua l i ta ­
tive and  quanti ta t ive  app roaches .  The 
O ak land  and  Virginia researchers have 
developed dcsc.1 iptions o f  d ifferent a p ­
p roaches to inquiry being used in the 
study under  the following headings: I) 
"c a se  s tu d y "  observation, 2 | interviews 
with teachers, 3) systematic, quanti ta t ive  
o bse rva tion ,  4) tcacr.er jo u rn a ls ,  5) 
achievement testing. 6) samples o f  student 
w ork ,  7) pho to g raph s ,  and  8) later follow- 
u p . 1’

K epor tin j*  th e  F inding,s

T he  detailed  case studies o f  each class 
will be a m a jo r  lo rm  tor reporting our 
study findings. The case studies will docu- 

any l nances between instruction m 
the las ire ciass phase and the small-cl.Vsi 
phase . Vs i. hope  to discover whether 
changes in ins t iuc tm n  ate  a  function of 
reduced class si/e. The case studies will 
a lso addtei.s m o te  general o u c a ic n s  about 
im portan t  characteristics oi c lassroom  in­
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iXo surplus, only underutilized  teachers.

struction tha t  should be unders tood  re ­
gardless of  c'.2ss size.

It is our goal to  blend the info :m otion  
obtained from  the case studies, teacher 
Iocs, and interviews with the inform ation  
obtained th rough  quantitative  rcccrcs .  
The  " n u m b e r s ”  gathered by systematic 
observation may help tell us t /  changes 
took place after splitting. The otner 
sources o f  in form ation  can then, we nope, 
tell us how  the changes took  place.

Issues and  Pol icies

T o  date, m a jo r  reviews o f  the literature 
on class sue  have reported  conflicting 
findings in the research.14 Some stuoies 
supported  smaller class sizes; o thers did 

i t .  Reviewers generally fo u n d  the 
:rature_c.q~p!ex and inconclusive. Som e 

•hewers became pessimistic abou t  the’ 
ue 'o f  sraalier classes.15 T h e  Glass- 

nith. m et.-analysis  is unique  because it
_  , i  ■ t • • •  •  '  ••?» ' ■

reveals genera! trends. P revious reviews 
" a n d  the conclusions drawn from  them 

were primarily reached from  an " a r m -  
c h a i r"  synthesis o f  the l iterature. Studies 
were classified as supportive o f  smaller 
class size, larger class size, o r  in- • 

. conclusive. The classifications were gu id ­
ed by the statistical significance reported . 
N o  evaluation was given in the  counting  

. '  or classification procedure to  s 'u  lies n ea r ­
ing conventional levels of  significance.

. For example, studies showing p robabil ity  
levels greater than  .05 v o id d  typically be 
classified as nonsignificant and  thus be 
placed in the inconclusive category. In 

. contras t .  Glass and Smith used ail the 
available da ta  to develop a con tinuous  

1 . d istribution of effects and  therefore  move 
their analysis beyond the nom inal clas­
sification o f  supportive (favoring smaller 
classes), nonsupportivc  (favoring larger 
classes), and inconclusive (failure 10 reject 
the null hypothesis). We feel tha t  the new 
findings by Glass and Sm ith  present a 

.. ' convincing case that average achievement 
increases as ciass size decreases. e s p e c L y  
when class size is below . 0  pupils per 
class. Earlier argum ents  that  smaller 
classes cannot be justified on  the basis o f  
icsi score: must be reexamined in light of  
the Glass rtp.uh findings.

W e  r :.:rt f a i n t  a c t ,  h o w ev i s r .  that

the re  a ' o r .a r .' -  e x c ep t io n s  to the c n s r a l

t r end ,  b . v j . i e ;  is n ^ t  a l . v u y : r e t t c r .

P r e v io u s r e v iew s  ot th e  l i t e ra t i . :c h av e

c c r . e  a. co u nset:.: . ‘ I: u -p  o: d i s c : . ~ .ng  tne

l i r m . i t i  a , c : p a ; : •: j d . . t  o f  c la s s s i z e  a n d

exp . : ; r . : i . c *s . u : r .  t ne a: e z  :m:>t

r . c p . i  to s* m .v ' i e -  a .  in te rac t ! v s  — u

Glass-Smith  analyses d id  not find any  
general in te rac tions in the data ;  m a t  is. 
class size effects were not noticeably  d if ­
ferent for  children o f  d if fe ren t  ages o r  
abilities or studying  d ifferent subjects. 
But there were m an y  instances in the da ta  
where small classes did no t  p roduce  
superio r  achievem ent.  T w o  possible ex­
p lanat ions  are the natu re  o f  "the teaching 
tha t  takes place and im precision  in the 
cons truc t  "c lass  s ize ."

As discussed eariier. a n u m b e r  o f  peo ­
ple have pointed out that the effect o f  
class size depends  on  the intervening 
c lassroom  instruc tion . P o o r  teaching will 
:.c t  be effective, even in a small class. 
T eachers  may need heip in learning to  use 
"u c p r y " ' " ' -’! in th* small-class
situa t ion . W e arc exploring this issue in 
the  field studies. C ertain ly  anyone  who  
plans to reduce class size should  plan also 
to  suppor t  an d  educate  personnel to 
tcaiizc the poten t ia l .

F rom  discussions o f  class site in the 
litera ture, it is clear that  better designs arc 
needed if w« arc to u n d e rs tan d  the  c o m ­
plexities of  instruc tion  and  how  the. 
complexities arc influenced by the som e­
times poorly  def ined global term "c lass  
size ."  D o n a lJ  P idgeon  has  described 
o th e r  characteristics of  s tudents  and 
classroom s tha t  influence the size o f  the 
jo b  facing a t e a c h e r . "  He m entions 
hom ogeneity  o f  pupils, c lassroom  space 
a v a i l a b l e ,  a n d  a n c i l l a r y  a s s i s t a n c e  
available in the c lassroom. The concept of 
teacher load is discussed in tne literature. 
W hile  the term  is usually  used to o tsc r ibz  
the teaching responsibilit ies o f  secondary  
tcdchers. it applies to the elem entary  
school as well. A teacher w ho  has re sp on ­
sibility for g rading  essays p robab ly  has a 
dif ferent out-o f-schoo l  work load  than  a 
shop  teacher. The teacher w ho  has m any  
students  learning English as their sect nd 
language has additiona l  teaching burdens. 
The p io H e m s  created by d isruptive  i'tt-  
d cm s  must be reckoned with in assessing 
teaching load revponsiuiii:::- .  The Class 
Size C om m ittee  o f  the Looi (California) 
E duca tion  Associa tion  hn» a ttem p ted  to 
weight factors in the c lassroom  (i.e .,  
num ber of  slow learners, hyperactive 
pupils. Liiiitr.uisl pstpus. etc.) in adjusting  
das* size sc m at  u better  re flec t '  the range 
of i ta c h m c  responsibilit ies. • Ml o f  thc:c 
issue'- . rc.ue com plications in vunplifis..

' :ioc' ii. r »• .:.!•> s.ce,

; i o nave

in co l labora tion  with  Gene Glass and  
M ary  Lee Sm ith , wc.shall com m ission  re­
action  papers to  tne mcta-analysis on  class 
size and achievem ent  and  the second 
meta-analysis dealing with the re la tion­
ship  of class size and  c lassroom  processes, 
teacher sa tisfaction , and pupii affect. 
W ith in  o ur  fund ing  restriction wc snail 
seek reaction papers from teachers, a d ­
m inis tra tors ,  econom ists ,  and  researchers. 
T hese  papers will serve to  clarify and  
highlight the d ifferent viewpoints on  ciass 
size and  the  t rade-offs  that m ust be m ade. 
In the end . individual "a tes ,  c o m m u n i­
t ies, o r  parents  m ust  m ake  their ow n value 
jud gm en ts .

W e would hope tha t  vn d iscussions o f  
class size m any different a l ternatives  will 
be considered. The da ta  suggest tha t  there 
is relatively little p ay -o ff  for small overall 
reductions (e .g .. 23 to 25). A t ten t ion  
should be given to  ways to m ak e  larger re­
duc t ions  in m ore  limited situations. Flexi­
ble a rrangem ents  within a schooi might 
allow the creation o f  smaller instructional 
g roups for part o f  the school day  o r  for 
those  s tudents  most in need o f  closer 
.upcrv ision  or individual a tten tion .  Som e 
school districts usz a staggered schedule so 
that  s tudents spend part c f  the d ay  in a 
smaller class. Faraprofcss iona ls  can  help. 
T h e  use o f  nonprofcss iona l  instructional 
s ta f f  (aides, paren t  volunteers, and  pupil 
tutors) deserves carefu l a t ten tion .  R. G. 
S tcnnc tt ,  A . L. l '.ycr and  Robert  M. M c­
C lure , and  Beatrice A . W ard  and  William 
J .  T ik u n o f f  have discussed issues relating 
to  the use of nonccrtificatcd  personnel in 
c lassroom  in s t ru c t io n .15 W e would also 
hope that  schools examine ways to  rehire 
some o f  the m any  talented teachers who 
have lost their posit ions or  can n o t  find 
teaching, positions. We share the posit ions 
o f  Jo h n  C orba i ly :0 and  Herbert  W alberg  
anti Sue Binzur Rasher- '1 that the large 
num ber o f  unem ployed  teachers shou ld  be 
viewed as an underuti liza tion o f  talent, 
not as a su tp lus . It is interesting, to p onder  
what instruction in schools could be with 
tw o professionals teaching 30 pupils , at 
least for reading and  m athem atics  in the 
pr im ary  grades.

W e arc concerned  that the  Sm ith-Glass 
curve may br. in terpreted  by " b u d g e t  at 
any  c o s t"  school a t im im sirs to ts  and  
" l in ens  to m ean  that class s:zc car. be in­
creased bevonci 30 pupils w ithout achieve­
m ent deficit or o thct consequences.

. .  i i ;  .t i n / e  srt.ts t i t ;  ; :  .

, . ■. , .’(.liiMwcr only student .ic.h eve- 
.• »..>ine. Gl.iss and  Pm .th  are 

nti> ,i-:;sp!v:inc a se c o u j  metti- 
ati .vyiii  t:>r on: project. This  ar.atysts will

fCor.tWVCl/ nil pave i  1 ill
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s ir jc t iona l  processes, teacher morale, and  
c p.ipil affect. T he  studies will include 

pieces o f  research that previously have not 
b ren  integrated into most of  the l iterature 
reviews. Their report  is scheduled for 
publication later this spring. Wc can a n ­
ticipate that this fu r ther  analysis and  the 
field studies will give a richer picture of  
the benefits of smaller classes. Certainly 
m any  teachers arc convinced o f  the need 
for smaller classes. N E A  President J o h n  
F.yor has said that wages and  class sice 
were primary strike issues in 197S-79.”  In 
Novem ber, 197S, half o f  the Fresno, C a li­
fornia. public school teachers struck in a 
dispute  over class size. The school b o a rd  
had  rejected the  Fresno Teachers Ass oc ia ­
tion proposal  to  add an aide in elementary  
school classes with m ore  than  33 students.

We need to consider a b road  ra n cc  of 
outcomes — the -ci.v.ionshtp between 
cla>.i sire and the quality an d  hum anness 
c»f the n a t ion 's  senco:-. These concerns 
may make even small change, in class size 
wotthwr.ne and  may increase t;:e im petus 
f< find ways to create sente .sr.tr.li c ia 'ses , 
Wc encourage educators and  the public  to 
t: ir.l. scrtou.iy aoou: •■.hot we want out 
■cho-.is to ee and how m a . . . r  ' .asses 
n.teht help rc.it.e tua: image a r •ality.

;  i v  ' a : , .  " P *  i :  A : . . '  S t - - ; ,

r ■ • .  . : e  .
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MARCH 28,  1984

TO:  JOHN

FROM: KEN

RE:  HU 505 "RELATING TO INSURANCE"

THE PURPOSE OF HB 505 IS TO UPDATE THE PENALTY PROVISIONS 

IN THE INSURANCE CODE IN T ITLE  21 OF THE ALASKA STATUTES .  

UNDER CURRENT LAW,  MANY OF THE VIOLATIONS OF THE INSUR­

ANCE CODE HAVE CRIMINAL PENALTIES,  SUBJECT TO PROSECUTION 

AS A MISDEMEANOR.  THIS LEGISLATION WOULD CREATE C IV IL  

p{£" *' TIES FOR CERTAIN VIOLATIONS OF THE INSURANCE CODE.  

ACCORDING TO THE DIVISION OF INSURANCE THIS WOULD PREVENT 

MANY OF THE ADMINISTRAT ION VIOLATIONS OF THE INSURANCE 

CODE WHICH MANY INSURANCE COMPANIES NOW TAKE L IGHTLY .

QUESTIONS:

1. HOW MANY VIOLATIONS DO YOU ESTIMATE OCCUR EACH YEAR 

THAT ARE NEVER PROSECUTED ?

2.  COULD YOU ESTIMATE THE ADDED EXPENSE TO THE DIVIS ION 

BECAUSE OF THESE VIOLATIONS ?

3.  WHY IS THERE SUCH A STRONG EFFORT NOW TO CURB THESE 

VIOLATIONS OF THE CODE ?



H. ON PACE 2 ,  LINE 11,  HOW WAS THE FIGURE 2,500 DECIDED ?

5.  ON PAGE 2,  LINE 25,  25 THOUSAND DOLLARS IS A CONSIDER­

ABLE AMOUNT OF MONEY TO BE FINED BY THE DIRECTOR OF THE 

DIVIS ION OF INSURANCE FOR A C IV I L  PENALTY .  SHOULDN'T 

CRIMES SUCH AS EMBEZZLEMENT BE PUNISHED UNDER THE CRIMI­

NAL STATUTES ?

i



T h i s  p r o p o s a l ,  w h i l e  l e n g t h y ,  is  a r e l a t i v e l y  s t r a i g h t f o r w a r d  c l e a n u p  a n d  

u p d a t e  o f  t h e  p e n a l t y  p r o v i s i o n s  in t h e  i n s u r a n c e  c o d e .  T h e  f i r s t  

f u n c t i o n  o f  t h i s  b i l l  is t o  c o n s o l i d a t e  t h e  c r i m i n a l  p e n a l t i e s  o f  t h e  

i n s u r a n c e  c o d e  i n  a  s i n g l e  s e c t i o n .  S e c . 2 1 . 3 6 . 3 6 0 .  T h e r e  a r e  n o  N E W  

c r i m i n a l  p e n a l t i e s  c r e a t e d ,  b u t  t h e r e  a r e  s o m e  u p g r a d e s .  C u r r e n t l y ,  a n y  

v i o l a t i o n  o f  T i t l e  21 ( t h e  i n s u r a n c e  c o d e ) ,  i s  a m i s d e m e a n o r  u n l e s s  

o t h e r w i s e  s p e c i f i c a l l y  l a b e l e d .

T h e  s e c o n d  f u n c t i o n  o f  t h i s  b i l l  is t o  e s t a b l i s h  a n  a d m i n i s t r a t i v e  

p e n a l t y  f o r  a n y  v i o l a t i o n  o f  t h e  i n s u r a n c e  c o d e .  In m a n y  c a s e s  t h e r e  is 

n o  a d m i n i s t r a t i v e  o r  c i v i l  p e n a l t y  i o r  a  v i o l a t i o n  o f  t h e  c o d e .  T h i s  

m e a n s  t h a t  t h e  v i o l a t o r  g e t s  a w a y  w i t h  t h e  a c t .  s i n c e  a d i s t r i c t  a t t o r n e y  

is  g o i n g  t o  b e  l e s s  t h a n  e n a m o r e d  w i t h  p r o s e c u t i n g  a s  a m i s d e m e a n o r  s o m e  

o f  t h e  t e c h n i c a l  v i o l a t i o n s  w e  s e e  in t h e  a d m i n i s t r a t i o n  of t h e  c o d e .

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

c r i m i n a l  r e m e d y  w i l l  b e  a v a i l a b l e  f o r  a n y  v i o l a t i o n  o f  t h e  c o d e .  T h i s  iB 

a c c o m p l i s h e d  b y  c h a n g i n g  a l l  t h e  p r e s e n t  c r i m i n a l  l a n g u a g e  t o  c i v i l  

p e n a l t y  l a n g u a g e .  In d o i n g  t h i B .  t h e  p e n a l t y  l e v e l s ,  w h i c h  h a v e  n o t  b e e n  

c h a n g e d  s i n c e  1 9 6 6 .  h a v e  b e e n  r e v i e w e d  a n d  u p g r a d e d .

T h e  t h i r d  e l e m e n t  o f  t h i s  b i l l  d e a l s  w i t h  a g r o w i n g  c o n c e r n  a m o n g s t  

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

o f  c r i m i n a l  a c t i v i t i e s .  In r e c e n t  m o n t h s  a n u m b e r  o f  f r a u d  i n v e s t i g a t i o n s  

h a v e  c o m m e n c e d  in t h e  w e s t .  Borne in w h i c h  o u r  d i v i s i o n  i s  p a r t i c i p a t i n g .  

T h e  c h a l l e n g e  w e  c u r r e n t l y  f a c e  is t h a t  t h e r e  is  n o  i m m u n i t y  a v a i l a b l e  

f o r  p e r s o n s  s h a r i n g  o r  p r o v i d i n g  i n f o r m a t i o n . ,  T h i s  f a c t  h a s  i m p e d e d  a 

n u m b e r  of i n v e s t i g a t i o n s  a c r o s s  t h e  c o u n t r y .  In s o m e  c a s e s  o t h e r  

i n s u r a n c e  r e g u l a t o r s  a r e  w i l l i n g  to a c t  a s  o u r  a g e n t  in s e c u r i n g  

i n f o r m a t i o n  b u t  h a v e  n o  p r o t e c t i o n  if t h e y  d o  s o.  P r e s e n t l y  t w o  s t a t e s  

h a v e  a d o p t e d  l e g i s l a t i o n  t h a t  d e a l s  w i t h  t h i s  i s s u e .  W e  h a v e  u s e d  a  m o d e l  

t h a t  t r a c k s  a N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s  m o d e l .

S e c t i o n  1. P a g e  1. l i n e s  9 - 1 6 .
T h i s  i s  a n e w  civi.1 p e n a l t y  s e c t i o n  t h a t  f i n e s  a n  i n s u r e r  w h o  f a i l s  t o  

s u b m i t  i t s  a n n u a l  f i n a n c i a l  s t a t e m e n t  w h e n  d u e .  It a l s o  g i v e s  t h e  

d i r e c t o r  t h e  a u t ’ ' r i t y  to s u s p e n d  t h e  a c t i v i t i e s  o f  a n  i n s u r e r  w h o  f a i l s  

t o  s u b m i t  t h e  s t a t e m e n t  w h e n  d u e .  T h e  c o n c e r n  h e r e  i s  t h a t  t h e  s t a t e m e n t  

iB  t h e  d i r e c t o r ’s p r i n c i p a l  t o o l  in d e t e r m i n i n g  t h e  f i n a n c i a l  h e a l t h  of 

a n  i n s u r e r  a n d  i t B  a b s e n c s  l e a v e s  t h a t  h e a l t h  in q u e s t i o n .

S e c t i o n  2. P a g e  1. l i n e s  1 7 - 2 5 .
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  T h e  s e c t i o n  d e a l s  w i t h  

v i o l a t i o n s  o f  A S  2 1 . 0 9 . 2 2 0 - 2 5 0 .  w h i c h  i s  t h e  s e c t i o n  o n  t h e  

c o u n t e r s i g n a t u r e  l a w  w h i c h  is i n  t h e  p r o c e s s  o f  r e p e a l ,  a n d  w i t h  w r i t i n g  

t h r o u g h  u n l i c e n s e d  a g e n t s .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  iB  t r a n s f e r r e d  to 

S e c t i o n  1 0  [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( i )].

S e c t i o n  3. P a g e  1. l i n e s  2 6 - 2 9  &  p a g e  2i l i n e B  1-7. 

T h i s  s e c t i o n  e s t a b l i s h e s  a r.ew c i v i l  p e n a l t y .  A S  2 1 . 2 2 is  t h e  i n s u r a n c e

r/vM iUtlw



h o l d i n g  c o m p a n y  a c t  w h i c h  i s  c o n c e r n e d  w i t h  t h e  a c q u i s i t i o n  of. c o n t r o l  

of* or. m e r g e r  w i t h  a  d o m e s t i c  i n s u r a n c e  c o m p a n y .  T h e  c u r r e n t  c r i m i n a l  

p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( h ) ] ,

S e c t i o n  4. P a g e  2, l i n e s  8 - 1 2 .
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  A S  2 1 . 2 7  is t h e  i n s u r a n c e  

a g e n t s *  b r o k e r s ,  s o l i c i t o r s *  a n d  a d j u s t e r s  l i c e n s i n g  a c t .  T h e  c u r r e n t  

c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  10  C s e e  S e c .  2 1 . 3 6 . 3 6 0 ( j ) 3.

S e c t i o n  5. P a g e  2. l i n e s  1 3 - 1 9 .
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  It d e a l s  w i t h  r e p o r t i n g  of 

p r e m i u m s  t o  a n  i n s u r e r  b y  a  l i c e n s e e .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  is 

t r a n s f e r r e d  t o  S e c t i o n  10  C s e e  S e c .  2 1 . 3 6 . 3 5 0 ( n ) ].

S e c t i o n  5. P a g e  2. l i n e s  2 0 - 2 7 .
T h i s  s e c t i o n  e s t a b l i s h e s  a  n e w  c i v i l  p e n a l t y .  i s  c o n c e r n e d  w i t h  t h e

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

p r e m i u m  f r o m  a n  i n s u r e r .  T h e s e  a r e  t r u s t  f u n d s  < d t h e i r  m i s u s e  o r  

m i s a p p r o p r i a t i o n  i s  a m a t t e r  of  p a r t i c u l a r  c o n c e r n  t o  t h e  d i v i s i o n .  T h e  

c u r r e n t  c r i m i n a l  p r o v i s i o n  i s  t r a n s f e r r e d  to S e c t i o n  10  [ s e e  S e c .  

2 1 . 3 6 . 3 6 0 ( b ) (5 )3 .

S e c t i o n  7. P a g e  2. l i n e s  2 8 - 2 9  &  p a g e  3. l i n e s  1 - 1 1 .

T h i s  s e c t i o n  d e a l s  w i t h  t h e  p e n a l t i e s  f o r  v i o l a t i o n  o f  t h e  l i c e n s i n g  law. 

T h e  p r i n c i p a l  c h a n g e  h e r e  i s  a n  u p g r a d i n g  o f  t h e  a m o u n t  o f  p e n a l t y .

S e c t i o n  8. P a g e  3. l i n e s  1 2 - 2 1 .

T h i s  s e c t i o n  u p g r a d e s  t h e  f i n e  a p p l i e d  i n  l i e u  o f  s u s p e n s i o n ,  r e v o c a t i o n ,  

o f  r e f u s a l  t o  r e n e w  a l i c e n s e  f r o m  $ 5 0 0  t o  $ 2 5 0 0 .

S e c t i o n  9. P a g e  3. l i n e s  2 2 - 2 9  &< p a g e  4, l i n e s  1-2.

T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  It d e a l s  w i t h  p e r s o n s  

r e f u s i n g  e x a m i n a t i o n  b y  t h e  d i r e c t o r  of t h e i r  a c t i v i t i e s  in  t h e  s u r p l u s  

l i n e s  m a r k e t .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  i B  t r a n s f e r r e d  t o  S e c t i o n  10 

C s e e  S e c . 2 1 . 3 6 . 3 6 0 ( 1 ) 3 .

S e c t i o n  10. P a g e  4. l i n e s  3 - 2 9 .  a l l  o f  p a g e s  5 - 9  8< p a g e  10. l i n e s  1 - 1 4 .  

T h i s  s e c t i o n  c e n t r a l i z e s  t h e  c r i m i n a l  p r o v i s i o n s  o f  t h e  i n s u r a n c e  c o d e .  

T h e  c h a p t e r  i n t o  w h i c h  t h i s  h a s  b e e n  i n s e r t e d  is  t h e  t r a d e  p r a c t i c e s  a n d  

f r a u d s  c h a p t e r ,  a l o g i c a l  p l a c e  t o  l o o k  f o r  t h e s e  p r o v i s i o n s .  T h e  n e w  

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

i m m u n i  t y .

S e c  2 1 . 3 6 . 3 6 0 ( a ) .  P a g e  4, l i n e s  3 - 9 .

T h i s  s u b s e c t i o n  p r o h i b i t s  f r a u d u l e n t  a n d  c r i m i n a l  a c t s  a n d  p r o v i d e s  t h a t  

t h e  c r i m i n a l  p e n a l t i e s  a r e  in a d d i t i o n  t o  c i v i l  p e n a l t i e s .  W e  h a v e  m a d e  a 

d i s t i n c t i o n  b e t e w e e n  f r a u d u l e n t  a n d  c r i m i n a l  b e c a u s e  o f  t h e  c o n n o t a t i o n



a s s o c i a t e d  w i t h  t h e  t e r m  " f r a u d u l e n t " .  T h e  w o r d  a s  u s e d  in t h i s  s e c t i o n  

g e n e r a l l y  m e a n s  to i n t e n t i o n a l l y  i n j u r e ,  d e f r a u d ,  c r  d e c e i v e .

S e c  2 1 . 3 6 . 3 5 0 ( b ) ( 1 ) .  P a g e  4. l i n e s  1 0 - 1 5 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 3 6 . 1 8 0 ( a ) .  w h i c h  is r e p e a l e d  

i n  S e c t i o n  2 2. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( b ) f 2) —  (3) . P a g e  4, l i n e s  1 6 - 2 4 .

T h e s e  s e c t i o n s  a r e  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 3 6 . 2 0 0 .  w h i c h  is  r e p e a l e d  

in S e c t i o n  2 2. N o  s u b s t a n t i v e  c h a r g e .

S e c  21 3 6 . 3 6 0 ( b ) ( 4 ) .  P a g e  4. l i n e s  2 5 - 2 9  &< p a g e  5. l i n e s  1-2.

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 3 6 . 1 8 0 ( b ) ,  w h i c h  is r e p e a l e d  

in S e c t i o n  2 2. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( b ) ( 5 ) .  P a g e  5, l i n e s  3 - 5 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 2 7 . 3 6 0 ( c )  w h i c h  is a m e n d e d  

in S e c t i o n  6. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( b ) ( 6 ) .  P a g e  5. l i n e s  6 - 7 .

T h i s  s e c t i o n  e f f e c t i v e l y  u p g r a d e s  t h e  c r i m i n a l  o f f e n s e  of  f a i l i n g  t o  p a y  

a  t a x  l i a b i l i t y  u n d e r  t h i s  t i t l e ,  d e p e n d i n g  o n  t h e  a m o u n t  t h e  p e r s o n  h a s  

f a i l e d  t o  p a y .  It i s  c u r r e n t l y  a m i s d e m e a n o r  u n d e r  t h e  g e n e r a l  p e n a l t y  

s e c t i o n  o f  t h e  i n s u r a n c e  c o d e ,  A S  2 1 . 9 0 . 0 2 0 .

S e c  2 1 . 3 6 . 3 6 0 ( c ) .  P a g e  5, l i n e s  8 - 1 6 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 6 9 . 0 6 0  w h i c h  is a m e n d e d  in 

S e c t i o n  14. It d e a l s  w i t h  s o l i c i t a t i o n  to  f o r m  a n  i n s u r e r  w i t h o u t  a 

s o l i c i t a t i o n  p e r m i t .  N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( d ) - ( e ). P a g e  5, l i n e B  1 7 - 2 7 .

T h e s e  s e c t i o n s  a r e  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 0 6 . 1 7 0 ( e )  w h i c h  is 

r e p e a l e d  in S e c t i o n  22, a n d  d e a l s  w i t h  p e r j u r y  in a n  e x a m i n a t i o n ,  

i n v e s t i g a t i o n  o r  h e a r i n g  o f  t h e  d i v i s i o n .  N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( f ) .  P a g e  5, l i n e s  2 8 - 2 9  

T h i s  s e c t i o n  is d r a w n  f r o m  t h e  c u r r e n t  
a c c o u n t s ,  d o c u m e n t s ,  o r  a d v e r t i s e m e n t s  

15. N o  s u b s t a n t i v e  c h a n g e .

& p a g e  6, l i n e s  1 - 3

A S  2 1 . 6 9 . 2 1 0  a n d  d e a l s  w i t h  f a l s e

in f o r m i n g  a n  i n s u r e r .  S e e  S e c t i o n

S e c  2 1 . 3 6 . 3 6 0 ( g ) .  P a g e  6, l i n e s  4 - 7 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 6 9 . 3 9 0  a n d  d e a l s  w i t h  t h e  
r e m o v a l  o r  c o n c e a l m e n t  o f  r e c o r d s  o f  a  d o m e s t i c  i n s u r e r .  S e e  S e c t i o n  16. 

N o  s u b s t a n t i v e  c h a n g e .



S e c  2 1 . 3 6 . 3 6 0 ( h ) .  P a g e  6. l i n e s  8 - 9 .
T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 2 2 . 1 7 0  a i d  d e a l s  w i t h  

i n s u r a n c e  h o l d i n g  c o m p a n i e s .  S e e  S e c t i o n  3. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( i ). P a g e  6» l i n e s  1 0 - 2 1 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 0 9 . 2 5 0 - 2 6 0  a n d  d e a l s  w i t h  

t h e  w r i t i n g  o f  b u s i n e s s  by i n s u r a n c e  c o m p a n i e s  t h r o u g h  p e r s o n s  n o t  

l i c e n s e d  b y  t h i s  s t a t e .  S e e  S e c t i o n  2. N o  s u b s t a n t i v e  c h a n g e .

S e c  21 . 36. 3 6 0  (j ) . P a g e  6» l i n e s  2 2 - 2 9  &< p a g e  7. l i n e s  1-5.

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 2 7 . 0 1 0 ( d ) .  A S  2 1 . 6 6 . 1 6 0 .  e n d

A S  2 1 . 8 4 . 4 2 0 ( a )  a n d  d e a l s  w i t h  a g e n t s ,  b r o k e r s ,  s o l i c i t o r s ,  a n d  a d j u s t o r B

l i c e n s i n g .  S e e  S e c t i o n s  4. 12. a n d  18. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( k ). P a t  ' 7. l i n e s  6 - 1 4 .

T h i s  s e c t i o n  i s  d r a w n  i " o m  t h e  c u r r e n t  A S  2 1 . 2 7 . 3 7 0  in t h e  l i c e n s i n g  

c h a p t e r  w h i c h  r e q u i r e s  _ ’ 1 p a r t i e s  t o  t h e  i n s u r a n c e  t r a n s a c t i o n  h a v e  t h e  

a p p r o p r i a t e  l i c e n s e .  T h e  p e n a l t y  is d r a w n  f r o m  t h e  g e n e r a l  p e n a l t y  

s e c t i o n .  A S  2 1 . 9 0 . 0 2 0 .  N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( 1 ) .  P a g e  7. l i n e s  1 5 - 1 9 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 3 3 . 3 2 0  d e a l i n g  w i t h  

e x a m i n a t i o n  o f  s u r p l u s  l i n e s  t r a n s a c t i o n s .  S e e  S e c t i o n  9. N o  s u b s t a n t i v e  

c h a n g e .

Siec 2 1. 3 6.  3 6 0  (m ) . P a g e  7. l i n e s  2 0 - 2 3 .

T h i s  B e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 6 9 . 5 1 0 ( a )  d e a l i n g  w i t h  
u n a u t h o r i z e d  d i v i d e n d s  o f  a  d o m e s t i c  i n s u r e r .  S e e  S e c t i o n  17. N o  

s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( n ). P a g e  7. l i n e s  2 4 - 2 8 .

T h i s  s e c t i o n  is d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 2 7 . 3 6 0  d e a l i n g  w i t h  a g e n t s  
a n d  b r o k e r s  t r u s t  a c c o u n t s .  S e e  S e c t i o n  5. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( o ) .  P a g e  7» l i n e  2 9  &  p a g e  8» l i n e s  1-3.

T h i s  s e c t i o n  is d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 3 6 . 2 0 0  w h i c h  ie r e p e a l e d  in 

S e c t i o n  2 1. It d e a l s  w i t h  f a l s e  a p p l i c a t i o n s  f o r  i n s u r a n c e .  N o  

s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( p ). P a g e  8* l i n e s  4 - 5 .

T h i s  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 9 0 , 0 2 0 .  t h e  g e n e r a l  p e n a l t y  

s e c t i o n  o f  t h e  i n s u r a n c e  c o d e .  S o e  S e c t i o n  20. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( q ). P a g e  8» l i n e s  6 - 2 0 .

T h i s  s u b s e c t i o n  e s t a b l i s h e s  t h e  l e v e l  o f  c r i m i n a l  v i o l a t i o n  in e a c h  o f



t h e  a c t i v i t i e s  d e s c r i b e d  i n  t h e  s e c t i o n .  i . e . »  w h e t h e r  it is  a  c l a s s  B 

f e l o n y ,  c l a s s  C  f e l o n y ,  c l a s s  A m i s d e m e a n o r ,  o r  a c l a s B  B m i s d e m e a n o r .

S e c  2 1 . 3 6 . 3 7 0 .  P a g e  8. l i n e s  2 1 - 2 9  &  p a g e  9. l i n e  1.

T h i 3  s e c t i o n  i s  d r a w n  f r o m  t h e  c u r r e n t  A S  2 1 . 3 6 . 1 8 0 ( b )  u h i c h  i s  r e p e a l e d  

i n  S e c t i o n  2 2. N o  s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 8 0 .  P a g e  9. l i n e s  2 - 8 .

T h i s  is a n e w  p r o v i s i o n  w h i c h  r e q u i r e s  t h a t  c l a i m s  f o r m s  c o n t a i n  a 

w a r n i n g  t h a t  f a l s i f i c a t i o n  i s  a f e l o n y .

S e c  2 1 . 3 5 . 3 9 0 .  P a g e  9. l i n e s  9 - 1 9 .
T h i s  is a n e w  r e q u i r e m e n t  r e q u i r i n g  i n s u r e r s  t o  a d v i s e  t h e  d i r e c t o r  w h e n  

t h e y  h a v e  k n o w l e d g e  o f  a  f r a u d u l e n t  c l a i m .  It a l B o  p r o v i d e s  i m m u n i t y  f r o m

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

S e c  2 1 . 3 6 . 4 0 0 .  P a g e  9. l i n e s  2 0 - 2 9  &  p a g e  10. l i n e s  1-5.

T h i s  is a n e w  s e c t i o n .  It p r o v i d e s  c o n f i d e n t i a l i t y  f o r  d a t a  r e c e i v e d  

u n d e r  S e c . 2 1 . 3 6 . 3 9 0 .  P r e s e n t l y  i n v e s t i g a t i o n s  a r e  c o n s i d e r e d  e x a m i n a t i o n  

o f  t h e  i n s u r e r  a n d  a r e  c o n f i d e n t i a l  w h i l e  n e c e s s a r y ,  b u t  t h i s  is n o t  t r u e  

w h e n  a n  i n s u r e r  is n o t  i n v o l v e d  t h u s  i m p e d i n g  i n v e s t i g a t i o n .

S e c  2 1 . 3 6 . 4 1 0 .  P a g e  10, l i n e s  6 - 1 3 .

T h i s  is  a n  i m p o r t a n t  n e w  p r o v i s i o n  t h a t  e n a b l e s  t h e  d i r e c t o r  to 

e f f e c t i v e l y  s h a r e  i n v e s t i g a t i v e  f u n c t i o n s  w i t h  o t h e r  s t a t e s .  It a l l o w s  

t h e  d i r e c t o r  to  d e s i g n a t e  a n o t h e r  s t a t e  t o  a c t  o n  h i s  b e h a l f  a n d  

v i c e - v e r s a .  T h e  i n f o r m a t i o n  w o u l d  b e  in t h e  p a r t i c i p a t i n g  s t a t e  a s  w e l l  

a s  t h e  p r i n c i p l e  s t a t e .  T h i s  w o u l d  b e  a v a l u  . le t o o l  in i n v e s t i g a t i n g  

v i o l a t i o n s  o f  t h e  i n s u r a n c e  c o d e  b y  n o n  r e s i d e n t s .  F u r t h e r ,  t h e  s h a r i n g  

o f  t h e  d a t a  w i l l  b e t t e r  e n a b l e  u s  to  h e a d  o f f  p r o b l e m s  b e f o r e  t h e y  a r e  

s u f f i c i e n t l y  e n t r e n c h e d  a n d  c a u s e  l o s s  t o  t h e  i n s u r e d s  in t h i s  s t a t e  a n d  

t h e  i n s u r e r .

S e c t i o n  11. P a g e  10, l i n e s  1 4 - 2 5 .
T h i s  s e c t i o n  u p g r a d e s  t h e  r a t e  l a w  p e n a l t y  p r o v i s i o n s  to m a k e  t h e m  m o r e  

m e a n i n g f u l .  P r e s e n t l y  t h e  g a i n  f r o m  a v i o l a t i o n  of t h a t  l a w  m a y  w e l l  

e x c e e d  t h e  l o s s  f r o m  a p e n a l t y  a p p l i c a t i o n .  W i t h  t h i s  n e w  p r o v i s i o n ,  t h a t  

w o u l d  n o  l o n g e r  b e  t h e  c a s e .

S e c t i o n  12. P a g e  10. l i n e s  2 6 - 2 9  & p a g e  11, l i n e s  1-7.

T h i s  s e c t i o n  e s t a b l i s h e s  a  n e w  c i v i l  p e n a l t y .  It d e a l s  w i t h  d o i n g  a t i t l e  

i n s u r a n c e  b u s i n e s s  w i t h o u t  a n  e f f e c t i v e  c e r t i f i c a t e  of a u t h o r i t y .  T h e  

c u r r e n t  c r i m i n a l  p r o v i s i o n  is t r a n s f e r r e d  to S e c t i o n  10 [ s e e  S e c .

2 1 .3 6 .3 6 0  < j ) ] .

S e c t i o n  13. P a g e  11, l i n e s  8 - 2 1 .
T h i s  s e c t i o n  s u b s t a n t i a l l y  u p g r a d e s  t h e  t i t l e  i n s u r a n c e  r a t e  l a w



p e n a l t i e s .  T h e  g a i n  f r o m  w r i t i n g  a t i t l e  i n s u r a n c e  p o l i c y  a t  a n  

i n a p p r o p r i a t e  r a t e  i s  f a r  m o r e  p r o f o u n d  t h a n  in a  p r o p e r t y / c a s u a l t y  

s i t u a t i o n .  It i s  a l s o  m o r e  l i k e l y  to o c c u r .

S e c t i o n  14. P a g e  11. l i n e s  2 2 - 2 6 .
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  A S  2 1 . 6 9  d e a l s  w i t h  t h e  

o r g a n i z a t i o n  a n d  c o r p o r a t e  p r o c e d u r e s  o f  d o m e s t i c  i n s u r e r s .  T h e  c u r r e n t  

c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  1 0  C s e e  S e c .  2 1 . 3 6 . 3 6 0 ( c ) ] .

S e c t i o n  15. P a g e  11. l i n e s  2 7 - 2 9  &  p a g e  12. l i n e s  1-6.
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  T h i s  s e c t i o n  d e a l s  w i t h  

d e l i b e r a t e  f a l s i f i c a t i o n  of c o m p a n y  r e c o r d s .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  

i s  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( f ) ] .

S e c t i o n  16. P a g e  12. l i n e s  7 - 1 7 .
T h i 3  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  T h i s  s e c t i o n  d e a l s  w i t h  t h e  

r e m o v a l  o r  c o n c e a l m e n t  o f  t h e  r e c o r d s  o f  a  d o m e s t i c  i n s u r e r .  T h e  c u r r e n t  

c r i m i n a l  p e n a l t y  is t r a n s f e r r e d  to S e c t i o n  10  [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( g ) ] .

S e c t i o n  17. P a g e  12. l i n e s  1 8 - 2 6 .

T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y ,  't d e a l s  w i t h  t h e  

u n a u t h o r i z e d  p a y m e n t  of  d i v i d e n d s .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  i B  
t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( m ) ].

S e c t i o n  18. P a g e  12. l i n e s  2 7 - 2 9  &  p a g e  13 l i n e s  1-5.

T h i s  s e c t i o n  QE,'tabl i s h e s  a n e w  c i v i l  p e n a l t y .  It d e a l s  w i t h  t h e  

u n l i c e n s e d  a g e n t  o f  a f r a t e r n a l  b e n e f i t  s o c i e t y .  T h e  c u r r e n t  c r i m i n a l  

p e n a l t y  is  t r a n s f e r r e d  to S e c t i o n  10 [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( j )].

S e c t i o n  19. P a g e  13. l i n e s  6 - 1 8 .
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  c i v i l  p e n a l t y .  It d e a l s  w i t h  

m i s r e p r e s e n t a t i o n s  u n d e r  t h e  f r a t e r n a l  b e n e f i t  s o c i e t y  c h a p t e r .  T h e  

c u r r e n t  c r i m i n a l  p e n a l t y  is t r a n s f e r r e d  to  S e c t i o n  1 0 [ B e e  S e c .

2 1 . 3 6 .  3 6 0  (p) ].

Section 2 0.  P a g e  13. lineB 1 9 - 2 9  & p a g e  14. lines 1-7.

T h i s  s e c t i o n  i s  n e e d e d  in v i e w  o f  t h e  t r a n s f e r  uf  t h e  c r i m i n a l  p e n a l t y  in 

S e c t i o n  19. A S  2 1 . 8 4  is a n  e x c l u s i v e  c h a p t e r  t h a t  i n c o r p o r a t e s  t h e  o t h e r  

p r o v i s i o n s  of  A S  21  o n l y  b y  s p e c i f i c  r e f e r e n c e  w i t h i n  t h a t  c h a p t e r .  N o  

s u b s t a n t i v e  c h a n g e .

S e c t i o n  21., P a g e  14. l i n e s  8 - 1 7 .
T h i s  s e c t i o n  e s t a b l i s h e s  a n e w  g e n e r a l  c i v i l  p e n a l t y  f o r  v i o l a t i o n s  o f  

t h e  i n s u r a n c e  c o d e  n o t  s p e c i f i c a l l y  c a r r y i n g  a s t a t e d  c i v i l  p e n a l t y .  T h e  

c u r r e n t  c r i m i n a l  g e n e r a l  p e n a l t y  is t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .

2 1 . 7 5 . 3 6 0 < p ) ]. T h e  e f f e c t  o f  t h i s  c h a n g e  is to h a v e  a  c i v i l  p e n a l t y  a n d  a 

c r i m i n a l  p e n a l t y  f o r  a n y  v i o l a t i o n  o f  t h e  i n s u r a n c e  c o d e .  T h i s  f a c t  w i l l
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LET THE SURPLUS LiNES BROKER BEWARE

"A surplus lines broker shall ascertain the financial 
condition of an insurer before placing insurance with 
him. A violation of this section is pun.thable by a 
fine of not less than $50 or more than $250 for each 
offense. The department shall also revoke his license 
and may not license him as a surplus lines broker for 
a period of two years thereafter."

Surplus lines brokers who fail to ascertain the finan­
cial condition of insurers as required by AS 21.33- 
.180, run the risk of losing their license, as well as 
being liable for losses if an insurer proves to be in­
solvent. During the past year, we have followed up 
on numerous consumer complaints where policy 
security runs from poor to insolvent. Some of these 
policies fail to name the actual insurers as required by 
law. Instead, we see coverage backed by "Lloydr, and 
foreign companies.” The foreign companies are 
domiciled in Bermuda, Cayman Islands, Africa and 
Hong Kong. In many cases, it is more correct to say 
they were domiciled in these countries but have since 
gone broke, leaving policyholders little option but to 
recover from the surplus line broker. The Division of 
Insurance urges every licensee to know his/her mar­
kets. Agents and brokers must ascertain the quality of 
markets utilized by a surplus lines broker when they 
farm out coverage to a surplus lines wholesaler.

The responsibility to determine the financial condi­
tion of an insurer cannot be delegated. The surplus 
lines broker carries a heavy responsibility when 
dealing with the unauthorized market and will be 
held responsible for his conduct.

RURAL HEALTH CARE

Bethel Family Health Services, Inc. (BFHS), a rural, 
private health care provider, recently entered into an 
agreement with the Indian Health Service (IHS). This 
agreement is unique and the first of its kind in the 
entire U.-.ited States.

This agreement makes available acute in-patient care, 
emergency room services, laboratory services, and 
radiology services to the population of the Bethel 
area, who are not IHS beneficiaries. Bethel is a rural 
village not connected by any road or rail system to a 
major population center. In fact, Bethel is approxi­
mately 475 air-miles from Anchorage, the nearest 
population center.

In effect, BFHS can be viewed as a "retajler" of 
health care services that purchases some services from 
the "wholesaler," IHS - a "hospital within a hospi­
tal."

Any licensed physician or mid-level practitioner em­
ployed by BFHS that meets the credential require­
ments of IHS may be granted hospital privileges. In 
fact, this is what is anticipated in the agreement. 
BFHS medica! staff will be treating their own patients 
but in the IHS facility.

IHS has established a fee schedule for those services 
contracted by BFHS. IHS intends to modify this 
fee schedule annually each October 1 to reflect 
changes in the actual costs incurred based upon the 
Medicare methodology. BFHS is financially responsi­
ble for all charges incurred t.n behalf of its own 
patients. BFHS will be billed directly by IHS and, in 
turn, will bill their patients. However, BFHS must 
pay IHS directly and must collect from their patients.

I
• • • .  .



1983 INSURANCE COMPANY ANNUAL 
STATEMENTS AND PREMIUM TAX

The Alaska premium tax statements were mailed to 
all insurance companies doing business in Alaska 
during the week of November 14. The annual reports 
are due in Juneau on or before March 2, 1984. Pre­
mium tax payments must be received in the Division 
of Insurance before April 1. A postage mailing date 
stamp w ill not be accepted in lieu of actual receipt.

The 1983 INSURANCE REPORT is now available 
from the Division of Insurance for $10.00 per copy. 
Please send checks in advance with order. Make them 
payable to the Director of Insurance and/ or the 
Division of Insurance.

SHOW CAUSE ORDERS

83-10: World Underwriters/Richard Buestad

The division negotiated with Corroon Black/Dawson 
(50% owner of World Underwriters Northwest) a 
stipulated agreement signed by Richard Buestad (50% 
owner of Worid Underwriters Northwest) whereby 
World Underwriters Northwest agreed to pay a 
$50,000 fine, $25,000 suspended, and $2,500 to help 
defray investigative costs. In addition, World Under­
writers’ Northwest agreed to withdraw their request 
for renewal of their nonresident surplus line broker 
license and not reapply for any license for two years. 
The basis for the penalties was the allegation that 
World Underwriters Northwest transacted business 
with admitted companies while not properly licensed, 
altered policies, issued fraudulent endorsements, 
charged premiums in excess of those reported to the 
companies and failed to maintain a proper trust 
account.

83-11: Corroon and Black/Dawson and Company, 
Inc., Withdrawn without prejudice.

83-12: Rollins Burdick Hunter of Washington entered 
into a stipulated agreement with the division whereby 
they agreed to several points, including that they 
would pay $2,500 to help defray investigative costs 
and forfeit to the division $7,500, a sum equivalent 
to the commissions received by Rollins Burdick 
Hunter of Washington on premium charges based 
on rates not filed with the division. The agreement

was based on the division's contention that Rollins 
Burdick Hunter knew or should have known that 
certain policy dailies and endorsements received from 
an intermediary and given to the insured were not 
identical with those authorized by the company.

83-13: Alexander and Alexander. Hearing postponed 
indefinitely.

S3-14: Baccala and Shoop entered into a stipulated 
agreement whereby they agreed to pay a $50,000 fine 
with $25,000 suspended, provided no violations 
occur between November 1, 1983 and December 31, 
1984. All of Baccala and Shoop's licenses were sus­
pended until December 31, 1984. Such suspension 
is stayed provided no violations i.'icur between 
November 1, 1983 and December 3 i , 1984. The basis 
for the penalties was the allegation that Baccala and 
Shoop had acted as a general agent in Alaska without 
a license, transacted admitted business with impro­
perly or unlicensed individuals and allowed an in­
termediary to alter policies and to charge premiums 
in excess of the premium reported to the company.

83-16: Alaska National Insurance Company. Fine 
levied for dealing with improperly licensed per­
sons.

83-17. John Anderson. Hearing pending.

83-18: Rosemurgy and Company fined $5,000 for an 
unlicensed trainee adjuster adjusting claims. They are 
further prohibited from using trainee adjusters for a 
period of five years.

^  83-19: F. B. Beattie and Company, Inc. has entered 
into a stipulated agreement and agreed to pay a 
$4,000 penalty to the division for acting as a broker 
without a proper license and provide a list of all 
business conducted with admitted companies in the 
past two years. The division has agreed to :ssue F. B. 
Beattie and Company, Inc., a broker's license.

¥  83-20: Frontier Underwriters, Inc., has entered into a 
stipulated agreement and agreed co pay a $4,500 
penalty to the division for acting as a broker without 
a proper license. The division has agreed to issue 
Frontier Underwriters a broker's license.



■M i l -------s—
CEASE AND DESIST ORDERS

»
fR3-12: Automobile Warranty Corporation was
ordered to cease and desist from conducting the busi­
ness of insurance ini the State of Alaska without a 
license.

P3-13: Everett Sports Cars was ordered to cease and 
desist from conducting the business of insurance in 
the State of Alaska without a license.

83-14: Gold Rush Auto Sales was ordered to cease 
and desist from conducting the business of insurance 
in the State of Alaska without a license.

83-15: Universal Dealer Services, Inc., was ordered to 
cease and desist from conducting the business of 
insurance in the State of Alaska without a license.

83-24: Cordell Excess and Surplus Lines was ordered 
to cease and desist from conducting the business of 
insurance in the State of Alaska without a license.

*  83-25: Professional Reinsurance Office, Inc., was 
ordered to cease and desist from conducting the 
business of insurance in the State of Alaska without a 
license.

83-26: Swett and Crawford (Dallas) was ordered to 
cease and desist from conducting the business of 
insurance in the State of Alaska without a license.

88-27: Sievvart Smith Mid-America, Inc., was ordered 
to cease and desist from conducting the business of 
insurance in the State of Alaska without a license.

W/83-28: PENCO v/as ordered to cease and desist 
from conducting the business of insurance in the

83-16: Stephen J. V/ay International was ordered to State of Alaska without a license,
cease and desist from conducting the business of in-
surance in the Stale of Alaska without a license. W  83-29: The Nelson Company was ordered to cease

and desist from conducting the business of insur-
83-17: Frontier Underwriters, Inc., was ordered to 
cease and desist from dealing with admitted insurance 
companies in the State of Alaska.

ance in the State of Alaska without a license.

83-18: Swett and Crawford (Seattle) was ordered to 
cease.and desist from dealing with admitted insur- 
ance companies in the State of Alaska.

83-19: F. B. Beattie and Company, Inc. was ordered 
to cease and desist from dealing with admitted insur­
ance companies in the State of Alaska.

83-20: Don Sherwood was ordered to cease and desist 
from conducting the business of insurance in the 
State of Alaska without a license.

83-21: Loveless and Company, Inc., was ordered to 
cease and desist from conducting the business of 
insurance in the State of Alaska without a license.

83-30: GBS Insurance Agency was ordered to cease 
and desist from conducting the business of insur­
ance in the State of Alaska without a license.

83-31: Alaska Commercial and Marine Insurance 
Brokerage, Inc./Martin Horn was ordered to cpase and 
desist from acting as surplus lines brokers without a 
license. Martin Horn was ordered to cease and desist 
from acting as a broker on Alaska commercial license 
until qualifies to do so.

83-32: Miro and Associates was ordered to cease and 
desist from conducting the business of insurance in 
the State of Alaska without a license.

83-33: Bruce C. Davis was ordered to cease and desist 
from acting as a broker and dealing with admitted 
companies in the State of Alaska.

83-22: Seligman and Seligman was ordered to cease
and desist from conducting the business of insur- ^  83-34: international Rental Insurance Services, Inc.,
ance in the State of Alaska without a license.

83-23: Corroon and Black/Carter and Higgins was 
ordered to cease and desist from conducting the 
business of insurance in the State of Alaska without a 
license.

was ordered to cease and desist from conducting the 
business of insurance in the State of Alaska without 
a license.
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^  DIRECTOR'S COMMENTS af>

by Kenneth C. Moore

"Change" is 3 word you hear with increasing fre­
quency. With each change new problems arise. As a 
regulator of the busine s of insurance my major 
concern is Solvency or Insurance Companies.

Insolvencies are occurring with increasing frequency. 
These events are happening to both life and property 
and casualty companies. The citizens of Alaska de­
serve nothing less than the very best. As a producer 
agent-broker you owe this high degree of responsi­
bility, to each n.ember of the buying public. If you 
have any questions there are some simple steps that 
can be taken. A few of them art

1. Check the "Best's" rating. If you do not have a 
current guide, call the division's of Fice in Anchor­
age or Juneau.

2. Twice a year we publish a "White List" of com­
panies which meet our unofficial guide for sur­
plus lines companies. Please understand that our 
publishing of the list is no guarantee of solven­
cy. It simply means that we have made some

. checks as to capital and surplus.,We also follow 
various guides as to policy service, promptness of 
payments and a host of other informative infor­
mation, including trust deposits. We do not deny 
that there is some subjectivity in the formation 
of this list. Without the freedom of that choice I 
would immediately eliminate its publication.

3. Sharing information between us is important. 
Many of you rub shoulders on the same street 
with persons who have information. Likewise, I 
w ill share with you if you will only ask.

Let's keep aur market clean.

SPRING/SUMMER 1983

PROTECT OUR FISHING FLEET

by John George

Fishing is a major component of the economy of 
Alaska. Likewise, fishermen are extremely reliant 
upon insurance for protection of their property and 
defense of potential liability. Recent events have 
caused the fishing industry to have some misgivings 
concerning the integrity of the insurance industry.

The Division of Insurance has revoked licenses of 
those who may have been a part of this confusion. We 
found instance; of subscription policies which failed 
to name the security. The division also found policies 
listing a company actually being written in a different 
company.

Investigation revealed at hearings that companies 
were being used whose financial background was sus­
pect. Consequently, we have vessel owners who have 
hull losses, P and I claims and return premiums un­
paid.

It is the duty of the broker and surplus lines broker 
to determine the substance of the security. No 
licensee is privileged to pass the blame on to some 
other wholesale source.

Due to situations described above, many lenders have 
adopted the director's "White List" as the standard 
for acceptance of surplus lines companies on mort­
gaged vessels. Cut rate prices set by the use of unrelia­
ble security have become the standard by which all 
legitimate quotes are compared. Unpaid claims reflect 
on all insurance companies.

north to tho f u f u r o



Fishermen contacted by the division have indicated Every broker should take extra precautions when
that they do not understand marine insurance and are dealing with a nonadmitted insurer and when cover-
very dissatisfied with the handling of ail marine ing property outside the State or in dealing with a
claims. In order to gain the confidence of fishermen foreign insurer,
the insurance industry w ill need to fully explain tha
options, differences between admitted and surplus MARKET SURVEILLANCE
companies and the procedures for collecting a loss by Norm Cheney
from insurers.

NONADMITTED CARRIERS 
by Dorothy Devinney

A broker selling insurance coverage in nonadmitted 
carriers should be aware of the consequences to his 
client and himself should the company not pay a 
claim due to poor claims practices or insolvency.

Every nonadmitted policy in Alaska is required to 
have the following wording on it:

"This contract is registered as a surplus 'ine 
coverage under the insurance law of Alaska.”

In addition to the wording required under AS 21.33- 
.120, Bulletin 81-4 (Amendment) requires the follow­
ing wording affixed to the face of the policy:

"THIS POLICY OF INSURANCE IS NOT 
COVERED BY THE ALASKA INSURANCE 
GUARANTY ASSOCIATION ACT.”

This lettering must be in red and at least 3/16" high.

The meaning of the above wording should be ex­
plained to every insured.

Explanations

It means that the benefits of the State insolvency law 
do not apply. It means that the insurance director 
does not-have a control over the company, nor can be 
of any service in claims or have any control over the 
company's assets.

It also could mean that the broker providing the 
policy could be held liable for an insolvency, even if 
the risk is feinsured in a solvent admitted or non­
admitted company.

The benefits of the reinsurance do not flow to the 
insured, but rather to the receiver of the insolvent 
ceding company for the benefit of "all” insureds, 
unless there is a cut-through endorsement.

Recently, the division has become aware of many 
illegal activities taking place in the marketplace. 
These activities range from companies paying com- 
inission to unlicensed brokers all the way up to fraud. 
Many of the activities appear to be the result of in­
tense competition for business in the commercial 
arena. While the division welcomes and encourages 
healthy competition in all areas of the insurance mar­
ket, we would urge all members of the industry to 
confine their competitive efforts within the legal and 
moral framework upon which an industry based on 
trust must rely.

All admitted companies are urged to review their 
procedures to verify that all agents, brokers and 
general agents they do business with are properly 
licensed and that the rates being charged are filed 
with and approved by this division. Those utilizing 
schedule rating plans should review Bulletin 82-9 to 
make sure they are in compliance. When conducting 
field audits have the auditor look beyond the num­
bers; quite often irregularities can be picked up 
through the correspondence in the file. This tactic 
was instrumental recently in aiding the division in the 
identification of apparently illegal overcharges 
totalling almost 378,000.

While the vast majority of agents and brokers licensed 
in Alaska conduct their business in an ethical manner, 
there are few that do not choose to follow the rules. 
These are not the type of representatives the insur­
ance industry needs in Alaska. The division encour­
ages your cooperating in helping to ferret out those 
undesirable elements for the betterment of the 
industry as a whole.

Thirteen Alaskan insureds have received refunds and 
credits totalling 377,995 as a result of an investiga­
tion conducted by the Division of Insurance. The 
cash refunds were 361,443 plus 33,210 interest, in 
addition one insured received a 313,342 credit on an 
existing policy. The refunds ranged from a low of 
$103 to a high of 322,953. The division's three-



month investigation uncovered evidence that the 13 
insureds had been overcharged for insurance through 
the use of allegedly altered policy dailies and forged 
endorsements. I n- most cases, it appeared that the pro­
ducing brokers were unaware of any illegal premium 
manipulation. The insurance companies whose poli­
cies were altered are Twin City Fire, American '  >  
tennial and Old Republic. They, while innocent of any 
direct involvement in the scheme, agreed to pay to 
the insureds through their general agent Baccala 
and Shoop Insurance Services the overcharges plus 
interest from the date of the overcharge and w ill be 
reimbursing the division for investigative expenses. 
Their cooperation in this matter has been appreci­
ated.

The investigation is continuing and the division ex­
pects to issue at least four show cause orders on this 
matter in July.

BULLETIN 83-5

TO: ALL AGENCIES AND COMPANIES

RE: QUALIFYING TESTS AND EXAMINATION 
PROCEDURES FOR PRODUCERS

Due to previous problems encountered in the past, 
new guidelines have been established to permit more 
efficient and equitable testing procedures, ultimately 
benefiting all applicants for licensure. These proce­
dures are primarily applicable to the Anchorage and 
Fairbanks testing facilities.

1. AT test fees are payable in advance and must be 
received in the Juneau office by the Thursday 
prior to the test.

A. Test dates in Anchorage are the first and third
Thursdays of each month at 7:00 p.m.

' ' *
B. There is only one test date per month in Fair­

banks, that is the first Thursday of the month 
at 1:00 p.! t.

In Anchorage, all fees are collectible in advance (AS 
21.06.250(a)). NO checks will be accepted in the 
Anchorage office.

3. If your admittance card is lost, not received by 
the day prior to the test date, or if there are 
errors on your admittance card, notify Juneau no 
later than noon, Juneau time, of the test day 
(10:00 a.m. Anchorage time). Juneau can author­
ize a new admittance card to be issued by the 
Anchorage office. You w ill be required to turn in 
the old admittance card when you pick up the 
corrected one. No corrected admittance cards 
w ill be accepted at the test site. Identification will 
be required, along with your admittance card 
before any applicant w ill be allowed to sit for an 
.xamination.

If an applicant cannot appear on the scheduled test 
date, they must notify the Juneau office (465-2578) 
72 hours prior to the test date for rescheduling. For 
nonappearance without notification, the fee w ill be 
forfeited and another fee w ill need to be submitted 
before another examination date is scheduled.

>
4. When an applicant fails to pass an examination, 

there must be at least a 20-day study period be­
fore retesting. After the third time the apolicant 
has failed to pass the examination, the applicant 
must wait at least 90 days from the date of the 
most recent failure before being eligible to retake 
that examination.

SHOW CAUSE ORDERS

^>82-8: All insurance licenses of Fre^ A Tucker and 
Fred A. Tucker and Company evoked for
numerous violations of the Insur ue pertaining
to surplus lines placements or ng and vessel
insurance.

Jf- 83-1: Any and all licenses held by John C. Karnos 
were permanently revoked and fines totalling 
$35,000 were levied for misappropriating funds for 
his personal use.

83-2: John C. Murphy entered into a consent agree­
ment iri lieu of SC 83-2 for misappropriating funds 
for his personal use and for acting as an agent without 
a license. A fine of $1,000 was levied and his ad­
juster's license was permanent'y revoked.

2. All applicants .ire requested to bo at the test site 
no later than 6:45 p.m. to facilitate processing of 
the admittance card: so the examination may 
promptly begin at 7:00 p.m. (The test time is 
7:00 p.m. to 10:00 p.m.)



3^83-3: Integrity Insurance Company entered into a 
stipulated agreement with the director and reim­
bursed 51,000 in investigation expenses for paying 
commissions to an unlicensed person or firm.

83-4: Forrest Gene Short's agent's license was volun­
tarily surrendered until July 1,1983 for irregularities 
pertaining to insurance applications.

83 5: Mead Reinsurance Corporation entered into a 
stipulated agreement with the director and reim­
bursed $1,000 in investigation expenses for paying 
commissions to an unlicensed person or firm.

^ 8 3 - 3 : Baccala and Shoop Insurance Services of San 
Francisco, Los Angeles and Seattle were ordered to 
cease and desist from transacting insurance in the 
State of Alaska without a license. A fine of $2,000 
was levied by stipulated agreement.

*  834 : Patricia Fleischman, Inc., was fined $2,000 for 
dealing with an unlicensed producer in Alaska by the 
terms of a stipulated agreement.

^  83-5: Independent Contractors-Operators Association 
•was ordered to cease and desist from conducting the 
business of insurance in Alaska without a license.

83-6: Planet Insurance Company entered into a sti- ^ 8 3 - 6 : Patrick Hines was issued a Cease and Desist 
pulated agreement with the director and reimbursed Order to stop the practice of insurance in Alaska
$1,000 in investigation expenses for paying com- with out a license. Mr. Hines was subsequently issued
missions to an unlicensed person or firm. an agent's license.

w  83-7: Marsh and McLennon (Seattle) was fined 
$2,000 with $1,432 suspended for failing to file 
Surplus Line Affidavits from September 1982 - 
January 1983.

83-8: LaBow Haynes Company, Inc., entered into 
a stipulated agreement and paid fines of $9,425 for 
writing insurance without a proper license and 
dealing with matters outside the scope of their 
license.

83-9: Fred S. James' hearing for charging a fee in 
excess of filed insurance rates was postponed until 
August.

CEASE AND DESIST ORDERS

^ . 82-5: Leroy E. Kuehne was ordered to cease and 
desist from conducting the business of insurance in 
the State of Alaska without a license.

'W' 83-1: S.. J. Petrakis Insurance Services, Inc., was 
ordered to cease and desist from transacting insurance 
in the Siute without a license and paid a $2,000 pen­
alty pursuant to a stipulated agreement.

♦  83-2: Alexander Howden Insurance Services, Inc., of 
Atlanta, was ordered to cease and desist from con­
ducting the business of insurance in the State cf 
Alaska without a license.

83-7: Aviation Insurance Unlimited Agency, Inc., was 
ordered to cease and desist from conducting the busi­
ness of insurance in Alaska without a license.

83-8: John Robbins and Lightwing Insurance Agency 
was ordered to cease and desist from conducting the 
business of insu ance in Alaska without a license.

^  83-9: Samuel W Hartman was ordered to cease and 
desist from conducting the business of insurance in 
the State of Alaska without a license.

83-10: Not issued.

83-11: World Underwriters Northwest, Inc., was 
ordered to cease and desist from acting as a broker 
as they are only licensed as a nonresident surplus line 
broker.

BULLETINS

82-9: Schedule or Individual Risk Modification Plans. 
This bulletin eliminates aggregate limitations on 
schedule or individual rhk modification plans for pro­
perty and casualty. Rate modifications are limited, 
however, to the extent that they must be justified 
and shall not oe discrimimtory.

83-1: Notifies all resident and nonresident surplus 
line broken that International Indemnity Company 
of Texas h js  not been approved for our "White List.''
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DIRECTOR'S COMMENTS 
by Kenneth C. Moore

TIME FOR REVIEW

In March 197U, I listed my specific philosophies and 
goals for the Division of Insurance.

My Philosophy remains the same.

Here are the goals restated. True evaluation must 
come from you, to see how we have measured up to 
the goals. I would appreciate your comments on how 
I view the results:

1. To bring the personnel of the Division of In- 
. • surance into closer contact with the public.

Result - Through public hearings, seminars, and 
literature, we have exposed ourselves. Inquiries 
are increasing, which would indicate some 
success.

2. To personally visit as many cities and villages as 
the travel budget will permit.

Result - We have tried. Alaska is a huge area. We 
will continue in this effort.

3. To publish an educational handbook on auto­
mobile insurance covering rate making factors 
and tips on securing automobile insurance.

Result - This book as well as one on home­
owners has been published, the demand has been 
heavy.

FALL/WINTER 1982

4. To hold hearings in as close proximity as possi­
ble to the principals of such hearings.

Result - Completely accomplished for Alaskan 
residents.

5. To utilize the Division of Insurance financial and 
market surveillance personnel on any questions 
of solvency or market conduct where such 
action is justified and do so without delay.

Result - In the admitted market our efforts need 
improvement. In the Surplus Lines Market our 
actions have brought better results.

6. To personally make contacts in the insurance 
world that hopefully result in the insurance 
companies competing for business.

Result - There is now intense competition. The 
marketplace in many instances has corrected 

' itself. Our sales effort in Workmen's Compen­
sation and Nonstandard Automobile Insurance 
has been a notable success.

7. To encourage the insurance companies writing 
business in Alaska to invest portions of their 
assets in Alaska enterprises.

Result - Success here has been beyond our 
fondest expectations. Investments have ex­
panded at the rate of approximately one hun­
dred million dollars per year In this we had the 
wholehearted assistance of c ir  staff and from 
r ur agents and brokers.

nor th tio t h e  f u t u r e



2. Employees of admitted insurers need not be 
licensed to solicit, bind or otherwise carry on 
the business of insurance for their employer.

Licensees must also limit their insurance dealings to 
those types of insurance for which thev arc licensed. 
The most frequently noted violations aiv. agents 
acting as brokers and agents or brokers acting as 
surplus line brokers.

TO COMPANIES APPOINTING AGENTS:

Agent appointment Forms 08-230 not submitted in 
four copies, typewritten, and signed by an authorized 
person w ill no lo n ^ r  be accepted by the division. 
Deviation from this in the past has caused delays in 
issuing appointments and overall confusion. We will 
be better able to serve you under the new procedure.

ATTENTION RESIDENT BROKERS:

Broker licenses will be up for renewal December 31, 
1982. The division w ill attempt to send a renewal 
Form 08-266 sometime before the first of December. 
I* the form has not been received before the time 
i, Jcated, notify our office in Juneau or Anchorage 
so a form can be sent or picked up. Submit forms and 
fees on time or a late filing may result in a penalty.

SHOW CAUSE ORDERS

81-14: Barry Callahan's agent license was revoked and 
fines totalling $850.00 were levied for submitting 
false applications for insurance.

81-11: Lawrence M. English's life agents license was 
revoked and fines totalling $4,000.00 were levied for 
soliciting surplus lines insurance without an appro­
priate license.

81-16: Neil Padgett, Harold Wurster, and John 
Kelczewski all had their life agents licenses perma­
nently revoked and fines totalling $1,650.00 were 
levied for trade practice violations committed as 
agents of Combined Insurance Company of America. 
Combined entered into an agreement limiting the 
scope of their future operations in this State and 
agreed to reimburse the State for up to $20,000.00 in 
past and future investigation costs related to their 
agents.

82-2: Greg Parks entered into a settlement agreement 
for operating without a valid license for a period in 
excess of one year. A penalty of $2,000.00 was 
levied.

82-3: Bayly Martin and Fay, Clyde Clary, Lois Clary, 
Jack Katzenmeyer, and Mary Shields have each 
entered into an agreement in settlement of Show 
Cause 82-3.

BMF as owners agreed to closely monitor their Aiaska 
operations in the future and pay a $75,000.00 fine. 
BMF was dismissed from further actions without 
prejudice.

Clyde Clary's licenses were revoked and a fine of 
$75,000.00 was ie\'rH with $70,000.00 suspended 
provided that he commit no further violations of AS 
21.

Lois Clary's surplus lines brokers license was revoked 
and fines of $50,000.00 were levied with $45,000.00 
suspended provided that she commit no further vio­
lations of AS 21 during the next five years. She is also 
prohibited from dealing with premium finarv.e 
matters for five years.

Jack Katzenmeyer agreed not to violate any part of 
AS 21.

Mary Shields was fined $10,000.00 with S9,000.00 
suspended provided that she not violate AS 21 during 
the next five years. She is prohibited from exercising 
any signatory powers on behalf of any insurance 
agency in this State.

82-5: Lambert "Pete" Peterson hearing was con­
tinued pending the outcome of criminal proceedings 
against him. NOTE: Peterson was convicted on seven 
criminal counts. Sentencing has been set for Janu- 
r y 14, 1983. Peterson has announced his intent to 
ippeal.

82-7: Gail Brewer's insurance licenses were revoked 
for unfair trade practices relating to his failure to 
place coverage despite his assurances to the client that 
coverage was in effect at all times.



CEASE AND DESIST ORDERSi

81-15 & 81-16: Robert and John Deck were ordered 
to cease and desist from soliciting insurance without a 
license.

82-2: Cease and Desist Order issued to Alaska Shield 
for acting as an insurer without a Certificate of 
Authority. On appeal a hearing has been set for 
March 1983 with the concurrence of all parties.

82-3: Property Management Service, Inc. was ordered 
to cease and desist fron solicitation of insurance 
without a license.

82-4: Midwest Mutual Insurance Company was 
ordered to cease and desist solicitation of insurance in 
the State of Alaska without a Certificate of Au­
thority.

BULLETINS

82-1: Notifies all resident and nonresident surplus 
lines brokers that surplus line affidavits must be filed 
within 30 days of the end of the month for which the 
report is made.

82-2: On February 2, 1982, the director issued an 
updated list of eligible unauthorized insurers who 
have met Alaska's minimum trust or capital and 
surplus requirements.

82-3: The director continued permission to place 
aircraft workers compensation in the surplus lines 
market. This bulletin also sets out certain conditions 
on the placement of this coverage.

82-4: Rescinded

82-5: Advised all insurers of possible 4‘ jys caused by 
renovation of thp Juneau office. Renovation was 
completed October 14.

82 6: On August 10, i3S2, the director issuen an 
updated list of eligible unauthorized insurers who 
have met Alaska's minimum trust of capital and 
surplus requirements.

82-7: Removed Oceanus Mutual Underwriting Asso­
ciation from the "White list" of approved unau­
thorized insurers on October 7, 1982.

82-8: Notified all surplus lines brokers to cease ising 
Amherst Insurance Company. The company is in 
receivership.

REGULATORY ORDERS

81-6: Adopted medicare supplement regulations.

81-7: Authorizes political subdivisions as a qualifying 
group for life and disability coverages.

81-8: Requires insurers to adopt supplement payment 
coverage pertaining to attorney fees.

81-9: Pertains to filings by title insurers.

81-10: Adopted regulations pertaining to variable life 
insurance.

81-11: Approved merger of INA Corporation and 
Connecticut General Corporation.

81-12: Approved the application of Alaska National 
Insurance Company to invest in a wholly owned 
subsidiary in order to acquire ownership in their 
home office building.

82-1: Repeals regulations pertaining to deposits 
required by insurers holding a Certificate of Insur­
ance.

In this newsletter we have omitted the changes in 
company names and companies newly admitted to 
conduct business in the State. Copies of these lists are 
available upon request. Please enclose a stamped 
self-addressed envelope with your request.



STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date: 3-29-84

REQUEST FISCAL DETAIL
Bi l l/Reso lut ion N o . : CSHB 5 0 5 ( L&C)Agency Af fected :Commerce and Economic Dev . 
T i t l e :  I n s u r a n c e _________________________  Program Category Affected: P u b l i c  P r o t e c t i o n

Sponsor: Labo r  and Commerce BRU, Program or Subprogram(s) Affected:
R e q u e s t o r ;  Labor  and Commerce ___________D i v i s i o n  o f  I n s u r a n c e - ___________
Date o f  Request:________________________________________________________________________________________ ____________

EXPENDITURES/REVENUES: (Thousands of Do l la rs )

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

0 0 0 0 0 0

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<♦00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING U U U u ' ' U 0

I CAPITAL

£ REVENUE

FUNDING:____(Thousands of Pol ars )
CENEPA*. FUND 0 0 0 ‘  0

, -Q . . .  „ 0  ..

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 ■ 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS:

Prepared
D iv is ion :

Approved by Commissioner:___ Ri c h a r d  A . Lj jj]___
Agency: Commerce and Economic Deve lopment

Phone: 465-2515 
Date: 3

Date: 3  / f  Y

D is t r ibu t ion  (by Agency preparing f isca l  note):
Leg is la t ive  Finance 
Leg is la t ive  Sponsor 
Requestor
Off ice of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:

REQUEST
Bi l l/Reso lut ion No. 
T i t l e :  Insurance

HB 505
FISCAL DETAIL
Agency Affected:Commerce & E conom ic ' Dev,
Program Category Affected: Public Prot

Sponsor: Martin
Requestor: Labor & Commerce

BRU, Program or Subprogram!s) Affected: 
Division of Insurance ________

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Do l la rs )

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

0 0 0 0 0 G
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<*00 SUPPLIES

500 EQUIPMENT

600 1 AND & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 0 0 Q 0 0 0

I CAPITAL

E REVENUE

FUNDING: (Thousands of Dol la rs )
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 0 0 0 0 0

, .  0 ....... 0 . 0 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

y
ANALYSIS: Attach a sejTaraie^poge_^or e .a lys is

Prepared By: Kenneth  C. ^Mooc'e./ D i r e ccot 
D iv is io n :  I n s u r a n c e

Approved by Commissioner; R ic h a r d  A. T.von 
Agency: Commerce & Econom ic neve.lonmont-

Phone :465-2515 
Date:

Date:

D is t r ibu t ion  (by Agency preparing f isca l  note) 
Leg is la t ive  Finance 
Leg is la t ive  Sponsor 
Requestor
Off ice of Management and Budget 
Impacted Agency!ies) 12/1/83
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Plumbing and Pipe Fitting Industry

£

of the U n ited  S la te s  
and C anada

262 245 M a rin e  W ny #  7
Composed o l iournv-vtncii an d  LOCAL NO ST REET  ADDRESS

app ren tice*  w ho  have  ju r isd ic t io n
i r  every branch (.1 the plutnhinii J u n e a u ,  A la s k a  99801

and p ipe lu t in g  in d u s t ry  C ITY. STATE. /IP

S I HJECT MATTER DATE

J a n u a r y  3 1 ,  1984

M r .  C h a i r m a n ,  Comm i t t ee  Member s ,

My name i s  D w i g h t  P e r k i n s  and  I am the B u s i n e s s  Manag e r

■for the  U n i t e d  A s s o c i a t i o n  o f  PI umber  r & P i p e f i t t e r s  Loca l  Un i o n

282 i n  J u n e a u ,  A l a s k a .  I am a l s o  s p e a k i n g  on b e h a l f  o f  the A l a s k a

s t a t e  P i p e  T r a d e s  C o u n c i l  o f  the U n i t e d  A s s o c i a t i o n  w i t h  a 

m embe r s h i p  o f  two t h o u s a n d  s t a t e  w i d e .

I ' v e  come t o  speak  i n  o p p o s t i t i o n  o f  House B i l l  5 0 8 ,  an 

a c t  r e a l a t i n g  to  the  P l u m b i n g  c o d e .  I w o u l d  l i k e  to  g i u e  you sc^.e 

b a c k g r o u n d  o f  the code and  a d d r e s s  some c o n c e r n s  t h a t  we h a v e .

I n  O c to b e r  1981 a t  i t " s  5 2 n d .  An nu a l  C o n f e r e n c e ,  the 

I n t e r n a t i o n a l  A s s o c i a t i o n  o f  P l u m b i n g  and  M e c h a n i c a l  O f f i c i a l s  

a d o p t e d  the U n i f o r m  P l u m b i n g  Code ,  1982 e d i t i o n .  Up u n t i l  1982 

a l l  such co de s  had  l i m i t e d  the use o f  p o l y b u t y 1e n e , Pol  e t h y l e n e ,  

P o l y v i n a l  C h l o r i d e  and A s o e s t o s  Cement P i p e  f o r  w a t e r  d i s t r i b u t i o n  

s y s t e ms  o u t s i d e  o f  a b u i l d i n g ,  u n d e r  s e c t i o n  1004 m a t e r i a l s .

\ I \K T IN  J. \V,\R|1 JO SEPH  A W A L S H  
(U nn til  S i  t n /tin  • / miMih'r

M A R V IN  J HOI.DP. 
\s*t\tUHf dnU 'h ll /Vi'W./i W

C H A R L E S  J I I A b l G  
IW  i 'M.m .SViwfrjrV'/ri'iiiunrr

i t t  i m  i i r

l.vMlTS sltlHlitl
Hi* i «Hl|||K'«J l»»
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I n  a d d i t i o n  s e c t i o n  401 -ma te r  i a l  s l i m i t e d  the use o f  ABS 

and  PMC P i p i n g  i n s t a l l a t i o n  -for d r a i n a g e  and  v e n t i n g  s y s t e m s  to  

r e s i d e n t i a l  c ons  t r  u c t i o n , n o t  more t h an two s t  o r i  e s i n  h e i g h t .

The 1982 a d d i t i o n  o-f t he  U n i f o r m  P l u m b i n g  code has  l i f t e d  

r e s t r i c t i o n s  r e g a r d i n g  the use o f  PB w a t e r  p i p e  u nd e r  s e c t i o n  1004 

so  t h a t  now i t  may be u sed  f o r  ho t  and  c o l d  w a t e r  d i s t r i b u t i o n  

s y s t e m s  wi  t h i n  a bu i 1d i n g .

I n  S e c t i o n  4 0 1 ,  ABS and  PUC P i p i n g  i n s t a l l a t i o n s  can be 

u s ed  whe r e  a l l  c o m b u s t i b l e  c o n s t r u c t i o n  i s  a l l o w e d .

Because o '  the l e s s  s t r i n g e n t  a t t i t u d e s  the I n t e r n a t i o n a l  

A s s o c i a t i o n  o f  P l u m b i n g  and  M e c h a n i c a l  O f f i c i a l s  h a s  a d o p t e d  

r a i s e s  s e v e r a l  i s s u e s  *f c o n c e rn  no t  o n l y  '■ere i n  A l a s k a  bu t  

n a t  i onwi  d e .

The i s s u e s  I w o u l d  1 i k e  to  a d d r e s s  r e g a r d i n g  the use o f  

p l a s t i c  p i p e ,  w h e t h e r  P B . ,  PYC, a s b e s t o s  cement  p r e s s u r e  p i p i n g  or  

ABS p r e s e n t s  the f o l l o w i n g  p r o b l e m s :

1 .  D u r a b i 1 i t y

2 .  Thaw a b i l i t y  i n  A r c t i c  r e g i o n s  as w e 11 a s  o t h e r  p a r t s  o f  the 

s t a t e .



3 .  F i r e  H a z a r d s  ( b o t h  c o m b u s t i b i l i t y  and  g a s e s  r e l e a s e d  upon 

co mbu s t i  on >

4 .  use  o-f w a t e r  s y s t em  as  the  e l e c t r i c i a l  " g r ou nd"

5 .  P e r m e a b i l i t y  and  r e l a t e d  p u b l i c  h e a l t h  i s s u e s

6. W o r k e r  sa-fety

1 .  D u r a b i  1 i t y  I n  d i s c u s s i n g  the i s s u e  o-f D u r a b i l i t y  the 

most  o b v i o u s  d i f f e r e n c e  be tween  p l a s t i c  and  me ta l  p i p e  i s  

d u r a b i l i t y .  Some o f  A l a s k a  i s  e a r t h q u a k e  p r o n e  and  hence  

d u r a b i l i t y  can be q u i t e  i m p o r t a n t .  I n  c o n s t r u c t i o n  o f  l a r g e  

r e s i d e n t i a l  b u i l d i n g s  and  c omm e rc i a l  b u i l d i n g s ,  the i n c r e a s e d  

usag e  makes  d u r a b i l i t y  i m p o r t a n t .  T h i s  i s s u e  has  the a d v a n t a g e  o f  

be i no s e 1f  e v i  den t . Cast  i r o n , m a l 1a b l e  i r o n  o r  c o p p e r  p i p i n g  and 

i t s  q u a l i t i e s  a r e  a p p a r e n t  t o  a l l  a nd  a c o m p a r i s i o n  w i t h  the 

q u a l i t i e s  o f  p l a s t i c ,  p a r t i c u l a r l y  in  t e m p e r a t u r e  e x t r e m e s  such  as  

t hose  i n  the i n t e r i o r ,  n eeds  no f u r t h e r  amp 1 i f i c i a t i o n .

2 .  Thaw Ab i 1 i t v  The i s s u e  o f  thaw a b i l i t y  i n  a r c t i c  

r e g i o n s  a s  w e l l  a s  o t h e r  p a r t s  o f  the s t a t e  i s  c ause  f o r  c o n c e r n  

i n  t h a t  so m e t im e s  p i p e s  f r e e z e .  The common m e th ods  o f  t h a w i n g  

p i p e s  a r e  ( a )  the use o f  p r o p a n e  t o r c h e s ,  <b> the use o f  s t e a m ,

and ' c ) the use o f  c l amp  on e l e c t r i c i a l  g e n e r a t o r s .  Noe o f  t h e s e  

can be u s e d  on p l a s t i c  p i p e .  I n  an y  i n s t a l l a t i o n  whe re  the 

f r e e z i n g  o f  a p i p e  r e p r e s e n t s  a d a n g e r  to  e i t h e r  a c o n s i d e r a b l e

i n v e s t m e n t  or  a l a r g e  number  o f  p e o p l e ,  the a b i l i t y  t o  thaw i s
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F i r e  Hazards The 197?  e d i t i o n  o f  the U n i f o r m

P l u m b i n g  code s t a t e s  t h a t  ABS o r  P'v'C i n s t a l l a t i o n  be l i m i t e d  to  

r e s i d e n t i a l  c o n s t r u c t i o n ,  n o t  more t han  two s t o r i e s  i n  h e i g h t .  

The 1982 UPC s t a t e s  t h a t  ABS and  PMC p i p i n g  i i n s t a l l  a t  i on  s h a l l  be 

l i m i t e d  t o  the s t r u c t u r e s  whe re  c o m b u s t a b l e  c o n s t r u c t i o n  i s  

a l l o w e d .  I t  a l s o  s t a t e s  t h a t  PB p i p e  may be u sed  f o r  ho t  and  c o l d  

w a t e r  d i s t r i b u t i o n  s ys t em  w i t h i n  a b u i l d i r r , , .  The p r o b l e m s  in  t h i s  

a r e a  a r e  t w o f o l d .  F i r s t ,  p l a s t i c  p i p e  w i l l  b u r n .  I n  b u r n i n g ,  the 

p l a s t  i c e  makes  i t s e l f  u s e l e s s  as  a p i p e  and hense  t e r m i n a t e s  the 

w a t e r  w h i c h  i s  o f t e n  n e c e s s a r y  t o  f i g h t  a f i r e .  A d d i t i o n a l l y  the 

b u r n i n g  o f  the p i p e  g e n e r a t e s  g a s e s .

4 .  Gr oun d i n g  Most  modern  c o n s t r u c t i o n  i n v o l v e s

e l e c t r i c i t y .  E l e c t r i c i t y  p r e s e n t s  the p r o b l e m  o f  s h o r t  c i r c u i t s .  

A lm o s t  a l l  c o m m u n i c a t i o n s  t h a t  use e l e c t r i c i t y  r e q u i r e  a d d i t i o n a l  

g r o u n d i n g .  T r a d i t i o n a l l y ,  t h i s  g r o u n d i n g  i s  done t h r o u g h  the 

w a t e r  s y s t em  i n  a b u i l d i n g .  I n  a p l a s t i c  p i p e s  w a t e r  s y s t e m ,  

t h e r e  i s  no r e a d i l y  a v a i l a b l e  g r o u n d .  I f  the w a t e r  h as  s u f f i c i e n t  

m i n e r a l  c o n t e n t  and i f  the g r o u n d s  a re  i n s e r t e d  t h r o u g h  the p i p e ,  

a d e q u a t e  g r o u n d i n g  may o c c u r .  O t h e r w i s e  the d e f e n s e  a g a i n s t  

e l e c t r i c i a l  a c c i d e n t s  and f i r e s  i s  w o r t h l e s s  i n  a p l a s t i c  o i p e d  

bu i 1d i n q .

Pe-■m e a b i 1 i tv Recent  t e s t  s i n Ca i i f o r n  i a nave

d u p l i c a t e d  f i e l d  and l a b o r a t o r y  e x p e r i e n c e s  o f  w a t e r  u t i l  i t y



d i s t r i c t s  and env i r onmen ta l  h e a l t h  e x p e r t s  c o n c u r  t h a t  p l o y v i n y l  

c h l o r i d e  <PUC>,  P o l y e t h y l e n e  <PE) and P o l y  b u t y l e n e  <F'B) w a t e r  

s e r v i c e  l i n e s  can be and  a r e  p e r m e a t e d  by g a s o l i n e ,  p e t r o l e u m  

d i s t i l l a t e s  and i n d u s t r i a l  s o l v e n t s .  The P u b l i c  H e a l t h  im pac t  can 

be s e r i o u s  enough  t o  r e q u i r e  the r emova l  o-f an e n t i r e  u n d e r g r o u n d  

n e tw o r k  o-f p l a s t i c  w a t e r  s e r v i c e  l i n e s  and may cause  s e r i o u s  

h e a l t h  c o n s e q u e n c e s  -for i t s  c o n s u m e r s .  S i n c e  p l a s t i c  p i p e  was 

f o u n d  t o  have  a p o t e n t i a l l y  a d v e r s e  e f f e c t  on the e n v i r o n m e n t  and 

becau se  o f  i t s  t h r e a t  to  w a t e r  q u a l i t y ,  w o r k e r  s a f e t y ,  and  f i r e  

s a f e t y ,  s t a t e  a g e n c i e s  i n  C a l i f o r n i a  w i l l  n o t  a l l o w  i t s  e x p en de d  

use u n t i l  a l l  s c i e n t i f i c  and  p u b l i c  h e a l t h  q u e s t i o n s  have  been 

a n s w e r e d .

Because  the I n t e r n a t i o n a l  A s s o c i a t i o n  o f  P l u m b i n g  and  

M e c h a n i c a l  O f f i c i a l s  p r o c e e d e d  w i t h  the  e xp an d e d  use o f  p l a s t i c  

p i p e  i n  i t s  !982 U n i f o r m  P l u m b i n g  Code ,  a e d i t i o n  o f  s t a t e  p u b l i c  

and p r i v a t e  consumer  g r o u p s ,  e n v i r o n m e n t a l  and  l a b o r  o r g a n i z a t i o n s  

sued  I . A . M . P . O .  and f o r c e d  a n o t i c e  o f  d i s c l a i m e r  a t  ead- l o c a t i o n  

i n  the code whe^c p l a s t i c  p i p e  i s  m e n t i o n e d .

6. W o r k e r  Sa f e  tv  A s s e m b l a g e  i n  s m a l l  c o n s t r u c t i o n  

q u a n t i t i e s  such as  r e s i d e n t i a l  h o u s i n g ,  do no t  n o r m a l l y  b r i n g  

w o r k e r s  bey ond  the d a n g e r o u s l y  t o x i c  l e v e l s  o f  e x p o s u r e  to  the 

Be nz en e ,  C h l o r o f o r m  and  k i n d r e d  g l u e .  On l a r g e r  p r o j e c t s ,  the 

t ime  s p e n t  on t h e i r  a s s e m b l a g e  p u t s  w o r k e r s  beyo nd  the s a f e  l i m i t s  

o f  such e x p o s u r e  and  i n  e f f e c t  f o r c e s  h im  to  s n i f f  g l u e .  Because  

the damage f r om  t he s e  c h e m i c a l s  i s  pe rm anen t  and i r r e v e n s i b l e , the 

U n i t e d  a s s o c i a t  on and i t s  members s t r e n o u s l y  o b j e c t  to  the



c u r r e n t  s t a t e  o-f the a r t  p r o c e s s  -for a s s e m b l i n g  p l a s t i c e  p i p e .

I n  c l o s i n g ,  I w o u l d  ask  t h a t  you c o n s i d e r  h o l d i n g  House 

B i l l  508  i n  Comm i t t ee  and r e v i e w  the  amdenments  the  m u n c i p a l i t y  o-f 

a n c h o r a g e  has  a d o p t e d  r e g a r d i n g  the  1982 e d i t i o n  o-f Uni-form 

P l u m b i n g  Code .



L EG: 31 AT I E  PROPOSAL ANALYSIS

Subject of Proposed B i l l :

"Adoption of 1932 Uniform Plumbing Code"

Background In format ion :

Every th i rd  yea r ,  the Internat iona l  Association of Plumbing and Mechanical 
O f f ic i a l s  tdcpts a rev ised plumbing code incorporat i  ng advances and improve­
ments in technology. During the Twelfth Leg is la tu re ,  the department did not 
propose l e g i s l a t i o n  to adopt the 1982 version of the Uniform Plumbing Code
because there were con f l ic ts  between the Uniform Plumbing Code and the Uni­
form Bu i ld ing  Code. The Department of Publ ic Safety (F ire  Marsha l l 's  Off ice) 
w i l l  propose l e g i s l a t i o n  to adopt the most recent ed i t ion  of the Uniform Bu i ld­
ing Code wh ich is  consistent with the 1982 Uniform Plumbing Code.

Summary:

The most noticeable changes in the plumbing code are as fo l lows :

Section 108 allows for a la rger  grease in tercept ion to serve one or more f i x ­
tures. Section 203(d) states that copper tubing used for  water service shal l 
have a weight of not less than Type L.

Table 4-3, footnote #4. Evidence indicates that a three-inch horizontal waste 
w i l l  e f fec t ive ly  handle discharge from three water c losets ;  thus the code
change, so that only four water closets or six u n i t  traps are allowed on any
vert ica l  stack , and not to exceed three water closets or s ix  un it  traps on any
horizontal branch or d r a in .

Section 601 changes w i l l  not a l low cold storage roans, r e f r i g e ra to r s ,  cool ing
counters, etc .  designed to hold food or d r i n k ,  or sinks for  washing or pre­
paration of food, to be d i r e c t l y  connected to a waste or vent p ipe .  Al l drains 
sha l l  discharge through an a i r  gap into a open dra in or approved receptor.

Section 1004 is one of the major changes, and al lows Poly Butylene (PB) water 
pipes to be used for hot and cold water d i s t r ib u t io n  tubing systems, using 
inserts for connectors. I t  also inserts language to assure that when metal 
pipe is used as a bu i ld in g  ground, i t  w i l l  be replaced by metal pipe when 
repairs are made to these p ipes .

Also adopted were insu la t ion  standards for cold water service and yard p ip in g .  
These standards were for Poly Vinyl Chloride (PVC), asbestos cement pressure
p ip ing and Poly Butylene (PB).

Those groups most affected by th is ch0 ,ge w i l l  be plumbers, contractors, local 
governments and state agencies issu ing b u i ld in g  permits .

Estimated Fiscal Impact: (FY '83 - FY '87)

To the s ta te :  -0-

To others : - 0 -
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V CLQA S'JMMARY

This chapter covers various information not presented, earl ie r  but 

required by the C a l i f o rn ia  environmental Qual ity Act (CEQA) for 

environmental impact Reports. As th is  document is  a p re l im inary  

environmental review, , th is section has not been f u l l y  developed. When the 

d ra f t  and f i n a l  versions of the EIR are proposed, i t  is  l i k e l y  to expand and 

some of the f ind ings  w i l l  undoubtedly change or at le as t  be stated mere 

con f iden t ly .

A. S ign i f i c an t  Unavo id able Environmental Impacts

'For th is  pre l im inary  environmental review of a very subtle and complex 

proposal ,  SRI chose to describe our current overa l l  conclusions about the 

proposed plumbing code changes and our reasons for them, without making 

d e f i n i t i v e  f ind ings  of s ign i f icance  except where they were c learcut .

F i r s t ,  we discovered nothing to suggest that the issues discussed 

e a r l i e r  as the prime ones are i n s i g n i f i c a n t  or that other issues are 

dominant. The only new issue of potent ia l  s ign i f icance  that surfaced was 

the permeation of buried p l i s t i c  pipe by contaminants in  so i l  and the 

resu l t in g  poss ib le  pub l ic  hea’th impacts. Although the p o s s ib i l i t y  that 

such effects could occur from peimeation of water supply l in e s  from the 

meter to the house is  p l a u s ib le ,  any potent ia l  problem would also 

occur--probably in  much greater proportion--from the pub l ic  water
r c  _

d i s t r i b u t io n  system. This problem should be re-examined when better =5 ^
<

understood and i f  found s i g n i f i c a n t  should inf luence state po l ic ie s  wltlr--' li­

re spec t to p'as t ic use in both pub l ic  arid res ident ia l  systems. With co
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adequate education o: bu i ld in g  i n s r t o r s  or, the permeation issue ,  improper 

i n s t a l l a t io n  o' p l v . t i c  water service in rent .imina ted s o i l s  should be rare .

As to pub l ic  health impacts from chemicals leaching from water pipe 

into potable water, we f ind  that s i g n i f i c a n t  impacts are poss ib le  but 

unproven, both for p las t ic  p ipos--especia l ly  the ch lor inated variet ies--and 

for metal ones, s p e c i f ic a l l y  copper systems. I f  the upper ranges of 

possib le concentrations of leachates are re gu la r ly  reached, the cumulative 

r isks to pub l ic  health may be high enough to be of concern by typ ica l  

standards of accep tab le . r i s k , for example, a l i f e t im e  cancer r is k  of one in  

a m i l l i o n .  The chemicals of concern are lead from the solder in  ccpper 

pipes,  poss ib ly  lead ing to neuro logic d isorders ,  and carbon te t rach lo r ide ,  

perch loroethy lene , and tr ich loroethy lene from p las t ic  (espec ia l ly  PVC and 

CPVC) p ipes , poss ib ly  resu l t in g  in  cancer.

Two major considerat ions l im i t  the s ign i f icance  of the f in d in g s ,  

f i r s t ,  the status of information about long-term leve ls  of leachates is  

exceedingly f l im sy .  Reasonable fu rther test ing  cculd resolve at leas t  part  

of the uncerta inty (see Section Y I ) .  Second, the r is k  assessment procedure 

is moderately conservative.  I f  r isks  s t i l l  appear to be of concern a fter 

concentrations are better known, more attent ion would need to be devoted to 

assuring that the assessment procedure took into account deta i led  propert ies 

of the chemical .  F i n a l l y ,  thorough i n i t i a l  f lush ing  would e f fec t ive ly  

m it igate  the effects of the rap id ly  leach ing m ate r ia ls ,  e spec ia l ly  the 

solvents used with p las t ic  pipe. Overa l l ,  current Information does not 

estab l ish  an environmental preference between copper and p la s t ic  p ipe ,  with 

ne ither c le a r ly  l i k e l y  to cause a great number of deaths or serious 

111 nesses.

For worker safety and hea lth ,  a s im i l a r  s i tua t ion  e x is ts .  Doth lead 

from solder fumes in i n s t a l l i n g  copper pipe and solvents from i n s t a l l i n g  

ADS, PYC, and CPVC pipe could be hazardous i f  plumbers have high exposures 

by i n h a la t ion ;  detmal absorption could also be s i g n i f i c a n t  In the case of 

solvents. The diseases of concern f ^ r  so lder fumes are re la ted to the lead 

exposure and are neuro log ic .  Ihe solvents may a1so cause nerve damage, and



tney may be involved >n i i v e r  o.i. .!>;•’ or reproduct.ive p/'Ob 1 ems as w e l l .

Honi*vor, they are not impl icated ’;i cancer unless benzene is  more common 

than thought, Unless the MIOSM report about to be released resolves the 

range of exposures s a t i s f a c t o r i l y ,  fu rther test ing would be useful before 

completing the EiK. Safety issues genera l ly  favor p la s t ic  over meta l ,  which 

appears to lead t )  more burns (hot so lder and espec ia l ly  f l u x )  and stra ins  

and contusions (from heavier metal p ipes ) .  PB ( l i k e  PE, although i t s  uses 

are not proposed for change) poses l i t t l e  i f  any worker safety and health 

concern. Use of g loves ,  other protect ive equipment., v e n t i l a t io n ,  and simple 

care w i l l  s i g n i f i c a n t l y  reduce any potent ia l  hazards from e i the r  p la s t ic  or 

metal p ipe ,  but these practices have not achieved widespread acceptance 

among plumbers.

Fire safety is. a very real concern with p la s t ic  DWV p ipe ;  ABS is  

combustible, and PVC and CPVC w i l l  at least  soften and slump 1n l i n e s .  I f

these p las t ics  are i n s t a l le d  as direct, subst itutes for metal ,  as they 

already are in non-f ire-rated residences, they w i l l  degrade the f i r e  

resistance of struc tiu-es. The gaskets in no-hub cast i ron w i l l  also f a i l  in  

f i res  and cause the pipe to f a l l ,  leav ing  f i r e  passages. But the proposed 

code changes apply to f i r e- ra ted ,  f i r e - re s is t i v e  construction that coula 

reta in i t s  f i r e  ra t ing  i f  appropr iate i n s t a l l a t i o n  procedures are developed 

and enforced. In such cond it ions ,  no degradation of f i r e  resistance would 

occur. This issue thus turns cn enforcement, not science. The potable 

water p ipes , kept cooler by the water ins ide and of much lower mass, are not 

a s i g n i f i c a n t  f i r e  safety issue.

As with f i r e  sa fety ,  smoke to x ic i t y  i r, an issue in  which p las t ic  can 

only be less envii-onmentdlly acceptable than metal .  However, whether the 

d i fference is s i g n i f i c a n t  is  less certa in .  Both ABS, which seems l i k e l y  to 

contr ibute the ma jo r i ty  of pipe mass in  C a l i f o r n i a ,  and the po lyo le f in s  PB 1 

and PF produce combustion products that are not h igh ly  tox ic ;  few i f  any 

add it iona l  f a t a l i t i e s  or serious I n ju r ie s  would be l i k e l y  from the ir  

combustion, PYC and CPVC both produce s i g n i f i c a n t  quant i t ies  of hydrogen 

ch lor ide v ipe r  in f i r e  environments, and th is corror, ivd material could , 

under rerta in  cir»\inr,; wees, make a d i f ie rence in the p ro bab i l i t y  of human

V-3



surv iva l  in l i n o s .  t n:.jtn:nv.y of i-.io!* occur i uncos is  clouded t)y lac*, of

n oonera l ly  accepted tost for sm.ke ton ic i t y .  This problem is current ly  

being addressed both by the State of C a l i f o rn ia  Department of Indus t r ia l  

Relations and by the State of Mow Yo>*k. We be l ieve DHCD should pay close 

attent ion  to resu lts from those stud ies ,  but does not need to delay a 

decis ion so le ly  on those grounds.

Mo other s i g n i f i c a n t  adverse impacts are l i k e l y  to r e s u l t ’from the 

expanded use of p las t ic  plumbing pipe I f  r e l a t i v e l y  simple m it i g a t io n  

measures are taken. P last ic  dra in  pipes may be s l i g h t l y  n o is ie r  than cast 

iron p ipe .  See the fo l low ing  section (Y-13) for further e labo ra t ion .

Overa l l ,  the SRI study team sees H t t l e  evidence that expanded use of 

p las t ic  plumbing pipe would cause s i g n i f i c a n t l y  greater environmental 

problems than the mater ia ls  i t  would replace. Unfortunately , lack of 

evidence is  not the same as lack of  hazard. We be l ieve i t  is espec ia l ly  

important to gather .more information on leaching of chemicals from both 

p las t ic .and  metal pipe systems Into potable water and on the exposures of 

plumbers to mater ia l from p la s t ic  (ABS, PYC, CPVC) and tnetal (copper) 

plumbi ng systems.

Table Y-l summarizes our present assessment of our re la t ive  

environmental concern about pipe systems. There we show cur re !a11ve 

degrees of concern for d i f fe ren t  mater ia ls  for each of the major areas of 

impacts. A high ra t ing  does not necessari ly  mean an impact that Is 

s i g n i f i c a n t  in  the sense of CEv)A, but does mean that the material rated 

seems to us mo Pi l i k e l y  to be environmental ly harmful then other mater ia ls  

on that dimension. For example, the ch lor inated p las t ics  c le a r ly  are of 

highest concern for smoke t o x ic i t y ,  but may not pose any s i g n i f t c a n t ly  

h 'g i ier impacts in the proposed new DWY uses ( f i r e - re s is t i v e  construct ion ; .



To bio V-l

RELATIVE DEGREE OF CONCERN REGARDING 
POTENTIAL ENVIRONMENTAL IMPACTS*

Potable Water Ora i n ,  Was te ,  and Vent
P last ic  Metal ~T1 a Stic Metal

Irapac t Ga 1 v . Copper/ Ca
Area PP/PE • PVC/T.PVC Copper Steel A,IS pvc/r.p vc Gal.Steel I p

Publ ic Health 3 4 3 3 0 .0 0 i
Worker Safety 1 2 4 2 2 2 3* !
Worker Health 0 3 4 OC 4 4 3+
Fire Safety 3 2 0 0 5 4 o ;
fnokc Toxic ity 1 3 0 0 g 5 0 (
Other Impacts 0 0 0 0 1 1 o c

Key: 0 - No concern
1 - Considerably less concern than average
2 - Less concern than average

3 •• About average concern 
•1 - More concern than average 
5 - Considerably more concern than 

average

Note: High re la t iv e  concern does not necessari ly  imply high absolute con 'ern ;
s ign i f ic ance  of rat ings depends cn m it iga t ion  measures taken.

More for copper, less for ga lvanized.

V -!>



• ^ • I n si on i f ie  a.-it I 'ffei . T.

The f o l l o w i ; n  environmental effects uf expanded uses for p las t ic  

pi unking pipe nay occur but are probably i n s i g n i f i c a n t  by any reasonable 

in te rp re ta t ion  of CEQA:

. P last ic  pipe systems nay f a i l  s l i g h t l y  more frequently than ihetal
systems u n t i l  a body of experience with i n s t a l l a t i o n  errors has
accumulated.

P last ic  pipe w i l l  consume s l i g h t l y  more petroleum than metal p ipe ,
hut s l i g h t l y  loss energy o ve ra l l .

. P last ic  pipe w i l l  contribute a s l i g h t l y  d i f fe ren t  load of po l lutants
to pub l ic  waste water treatment systems, but the d i rec t ion  of 
impact, le t  alone i t s  magnitude, is uncerta in .

. P last ic  DWV pipe w i l l  be s l i g h t l y  no is ie r  than metal systems i f
i n s t a l l e d  so as to contact wall surfaces; this may be more 
s i g n i f i c a n t  than otherwise in the mult i  f am i ly ,  f i re-rated 
construct ion that is  affected in the UWY code changes.

P last ic  DWY pipe could be damaged by pipe c leaning equipment, but 
.because of i ts  resistance to corros ion ,  the frequency of such 
c lean ing  should he low.

. P last ic  pipe w i l l  s l i g h t l y  decrease the l i fe-cyc lo  cost of plumbing
and therefore of housing , but not enough to change demand patterns 
or growth.

Small sh i f ts  in  employment from metal pipe manufacturing to p las t ic  
pipe manufacturing w i l l  o_cur .

A small reduction in  the work of plumbers w i l l  occur, mostly as a 
resu lt  of repa ir  and renovation work by do- it-yourse l fers .

I

Fffccts of A lternat ive  Actions

In add it ion  to the proposed p ro ject ,  e . g . ,  the proposed change to the 

1932 Uniform Plumbing Code (UPC) a l low ing  certa in  new uses of p las t ic  

plumbing pipe as described in  the Project Descr ipt ion ,  th is  environmental 

review has examined the potent ia l  effects of a lte rnat ives  to the proposed 

pro ject on the qua l i t y  of the natural and human environment. The eventual 

FIR w i l l  consider a lte rnat ives  as wel l as the pro ject i t s e l f  to provide a

Y-5



basel ine for c-v l l i .a t  i n j  U’-e si gni f ;.: .1 :ic 0 of the impacts anil to provide 

possib le a l te rna t ive  courses of «».c *. i t.r» should the proposed pro ject create 

s i g n i f i c a n t  adverse impacts that cannot be successfu l ly  m it iga ted .  With 

th is  goal in mind, the a l te rna t ives  wo have selected for ana lys is  are no 

changes to the state code, pa r t ia l  appioval of p last ic  pipe use, and 

complete ' 'e jection of a l l  plastic, pipe (that i s ,  reversal o f e a r l i e r  

provisions a l low ing  certa in  tires of  p las t ic  p ipe ) .

Under the no-action a l t e rn a t iv e ,  there would be no changes in the state 

code regarding the use of p las t ic  plumbing p ipe .  Al l current ly  approved 

uses for p las t ic  pipe would continue to be permitted and no new uses of 

p last ic  pipe would be a l lowed. None of the impacts a t t r ib u tab le  to the use 

of p las t ic  pipe In expanded app l icat ions would be observed; arty pub l ic  

health and worker safety and health effects of current ly  allowed p las t ic  and 

metal p ip ing  systems would pe rs is t .

The p a r t ia l  approval a l te rna t ive  would amend the state code to permit 

certa in  new uses of p las t ic  p ipe ,  but not a l l  of the new uses proposed under 

the pro ject .  Counting cold a n d  hot water supply in a given app l ica t ion  as 

one new use, the proposed pro ject would change the code to permit 11 new 

uses of p las t ic  pipe ( i . e . ,  i new use for ADS p ipe ,  3 for PB p ipe ,  1 for Pv’C 

p ipe ,  and b for CPVC p ip e ) .  Considering a l l  the possib le  combinations of 

these uses, over .3,000 p a r t ia l  approval a l te rna t ives  are possib le .

Cur analyses of the environmental consequences of the proposed project

have quided our se lection of the subset of the pa r t ia l  approval a lte rnat ives

to be considered in  the LIK. That i s ,  we define the pa r t ia l  approval

al u r n a t l  ve(s) t ;  permit those now uses of  p las t ic  plumbing pipe that are

least  l i k e l y  to have s i g n i f i c a n t  adverse effects on the qua l i t y  of the

natural and human environment. At present, the only pa r t ia l  a l te rnat ive

that seems reasonably ce rta in  tc meet this requirement is  to a l low PB for

hot and cold water supply both outside bu i ld ings  and 1ns1dc bu i ld ings  that

are not f i re-rated or w i th in  the f i r e - re s is t iv e  construction of f i re-rated
»

bu i ld in g s .  No other new uses of p las t ic  pipe would be allowed.

Parenthetical l y , there seems l i t t l e  icason to p roh ib i t  PD in exposed



l o o t ' o n s  b f t ■'i • • -r >'■'i 'v. i 1 -:in<:>- ••• I*: ? as 5ho Penetrations of 

f i r e - ro s is la n t  construction are j igrind to mainta in the ra t ion  of that 

ccns t ru : t icn .  The state of information on the impacts of th is  a l te rna t iv e  

i g e n e r a l l y  the same as on those of the metal water pipe cu r rent ly  al lowed 

for these two uses. Although PB w i l l  ce r ta in ly  burn and metal w i l l  not,  the 

add it iona l  r isk  ct fir*' spread appears m in ima l ,  as does that of smoke 

t o x ic i t y .  Leachates from PB have not been shown to be r is k - f ree ,  but 

neither have those from copper or galvanized s tee l .  Of the two p las t ic  

a l te rna t iv es ,  Pfl is somewhat less l i k c h  to be a pub l ic  health hazard than 

CPVC, although the re la t ive  rat ings of r'J, CPVC, copper, and ga lvanized 

steel w i l l  not be c lear without further test ing (see Section V I ) .  PB is 

c le a r ly  a preferred m a te r i a l , from the worker safety and health v iewpoint ,  

compared both, with metal systems and with p las t ics  that requ ire cementing.

Under tha option of d isa l low ing  current ly  allowed uses of p las t ic  p ipe ,  

any impacts of those mater ia ls would disappear and those of metal systems 

reappear. The po ss ib i1i ty  of permeation of water supply p ip in g  by organic 

contaminants would decrease to the extent that PVC and TE supply l i n e s  would 

be replaced by metal with .Impermeable jo i n t s  (but even metal pipe j o i n t s  can 

be permeable) . Leachates from PVC and TB would be replaced by those from 

copper, with no c lear  Impact, pos i t ive  or negative,  on pub l ic  hea lth .  Che 

metal ptpes would be somewhat more l i k e l y  to corrode in  so i l  than p la s t ic  

(ga lvan ized ■steel is  not recommended for buried supply l i n e s ) .  Only small 

changes in  worker safety and health would resu lt  from the changes in  water 

supply pi p ing .

Any major Impacts of d isa l low ing  current user, of p la s t ic  pipe would be 

ssociated with the widespread use of A3? (and less widespread use of PVC) 

in fJWV app l ica t ions ,  r i r o  load and f i re  spread would be reduced In 

rvonfire-rated construction.  It is  probable that few f a t a l i t i e s  or l i t t l e  

property damige vault! be avoided by th is  act ion ,  but both are poss ib le  

b e re f i t s .  Smoko toxins would also decrease somewhat, espec ia l ly  i f  PVC were 

replaced.  The decrease in plumber-1 exposures to solvent cements would be 

o f fset  by increased work-related In ju r ie s  from v/orking with cast iron and, 

to some e<tent,  with soldered j o i n t s  ^n copper DWV, Whether the not e f fec t



on worker safety and health would he pos it ive  or negative is  d i f f i c u l t  to 

p red ic t ,  given the current lacV of information on plumbers' exposures.

F i n a l l y ,  the a l te rna t iv e  that would d is a l low  current uses of p la s t ic  

wo j ld  t ransfer some p ro f i t s  and jobs from the p las t ic s  to the metal pipe 

in dus t r ie s .  Since large quan t i t ies  of )WV are invo lved ,  these impacts would 

probably be greater than those for the prime pro ject a l te rna t ive  of a l low ing  

expanded uses of p las t ic  p ipe .  Houses could become more expensive, 

depending on the prices of cast i ron and copper, but probably not enough to 

s i g n i f i c a n t l y  a f fect  the demand for housing.

In s u m m a r y ,  the a l te rna t ive  of approving only the expanded uses of PB 

appears to pose fewer environmental, r isks than does the f u l l  proposed 

pro ject given the state of current in format ion .  Because metal systems a lso 

pose some unique r isks and may be comparable to p las t ic  systems in  other 

r isk  areas, we are not prepared to say that the no-project a l te rna t ive  or 

the a l te rna t ive  that would d isa l low  current uses of p las t ic  are 

environmental ly pre ferab le  to the pa r t ia l  approval a l t e rn a t iv e ,  or even to 

the f u l l  proposed pro ject .

•

0. Cumulative and Long-Term Impl icat ions

Increased use of p las t ic  plumbing pipe can contr ibute to cumulative 

environmental impacts in  two ways.
t

F i r s t ,  the sum of the environmental Impacts of p la s t ic  pipe could be 

s i g n i f i c a n t  even when no one Ind iv idua l  Impact is  deemed s i g n i f i c a n t .  In 

the case of p las t ic  p ipe ,  the most p laus ib le  example i s  for .the various 

leachates that could each contr ibute to pub l ic  health impacts. For example, 

no one leachate might reach the leve l  of 10"6 l i f e t im e  r is k  fo r  cancer, 

but the cumulative r isk  of a l l  leachates act ing together might exceed that 

l e ve l .  Given the current uncerta int ies about the pub l ic  health Impacts, 

e spec ia l ly  those concerning the long-term leve ls  of leachates 1n d r ink ing  

water, we are unable to determine whether the cumulative impact is
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’.sign i f icant .  A s im i l a r  s i tua t ion  is uvjru! w i f>  worker teal th impacts, wtere 

tte r isk of one solvent might he i ngi '.yni f i c a n t , but t h i t  of two or more 

could be s i g n i f i c a n t .  .r r l i r e  safety ,  tte-eunulat i vo impact of a l l  the 

proposed new uses ror p las t ic  pipe a:-.* l i k e l y  to be dominated by tte new DWV 

uses; the contr ibut ion  of ?<1 pipe is l i k c i y  to be n e g l i g i b l e .  Tte same is 

true of smoke t o x ic i t y ,  except t iu t  the combined affect of HC1, CO, and 

otter toxicants could be s i g n i f i c a n t  even wIon the effects of any ’one alone 

were not.

A second issue of cumulative impact is  ho question of whether the 

expanded use of p las t ic  water pipe would add to t ie  impacts of o t te r  s im i l a r  

actions and in total  create a s i g n i f i c a n t  e f fect  even though the use of 

p las t ic  water pipe is not i t s e l f  s i g n i f i c a n t .  We can consider two leve ls  of 

cumulative impacts:

. Cumulative impact of expanded and ex is t in g  use of p las t ic  plumbing 
p ipe .

. Contr ibution of p las t ic  plumbing pipe to total use of p last ic  
- products.

As has been made c lear  e a r l i e r ,  tte expanded us'S of p las t ic  pipe arc 

in many ways ra t te r  small : n comparison to e x i s t i n g  approved use of p la s t ic  

pipe. Mast new Ca l i f o rn ia  teuses are already being plumbed witb ABS DWV i f  

ttey are not f i r e - ra ted ;  tte add it ion  of lO i  (by weiglrt) more p last ic  pipe 

as FB or ( less  l i k e l y )  CPVC water pipe w i l l  be of l i t t l e  conseqjence for 

f i r e  sa fety ,  espec ia l ly  as water p ip in g  is less sens i t ive .  Tte increase for 

p la s t ic  pipe In f i re-rated construction, of course, is total since no 

p las t ic  is  being used now; tewover, 1f ways of ma inta in ing  tte ra t ing  are 

developed as ro q i i r e d  by code, l i t t l e  f i r e  safety impact would be expected. 

S im i l a r l y ,  tte cementing of p last ic  potable water pipe i s  probably m u '*  j less 

of a problem for workers than tte cementing of already approved AOS DWY. 

T lus,  tte greatest Issue of cumulative impact involves pub l ic  tea l th  

impacts, in  which p l a s t i :  In residences can add to p las t ic  In pub l ic  u t i l i t y
’ i

d is t r i b u t io n  systems We hvve no way of est imat ing tte l e la t l v c  

con tr ibu t ion  c f  each to tte total  i n z j r d ,  as tte "lurce of contaminants
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found in tne water r,wpp! v (•..m ! r o ! •) dur ing leeching tests is  not known. Wo 

doubt that the coi:bin«.-d effects of i i s t r i b u t i o n  and res ident ia l  p ip in g  would 

be s i g n i f i c a n t  i f  ne ither one alone were, but we cannot ru le  out that 

p o s s i b i l i t y .  S im i l a r l y ,  permeation of p las t ic  d is t r i b u t io n  pipes by toxic 

substances i s  more l i k e l y  than i t  is for res iden t ia l  p ip ing systems, but the 

s ign i f icance  of e i t h e r ,  in terms of an overa l l  r isk assessment, w iM  not be 

c lear  for a long Lime.

With regard to p last ics  in  t o t a l ,  the expanded uses of; p las t ic  pipe 

w i l l  be a r e l a t i v e l y  small contr ibu t ion  in  r.iost respects. P last ics are by 

now endemic in  our society . Most o f  the contaminants of PVC and CPYC that 

could be pub l ic  health hazards w i l l  be ingested in much greater quan t i t ie s  

from ether PVC products such as food containers o r ,  in  the case of  some of 

the ch lor inated methanes, simply from waste products reaching the raw water 

supply. Those from PH and PC are s im i la r  to those from PE food contact 

mate r ia ls .  I f  p l a s t ic i z e r s  do contaminate p las t ic  p ipe ,  they w i l l  s t i l l  do
4

so at much lowe r . le ve ls  than they do in  any number of p last ic ized  products 

to wjii.ch people aie* .•■egularly exposed, such as f l e x i b l e  vli\y 1 upholstery 

(where they would y i e l d  in ha la t ion  rather than Ingestion exposures). Hut 

equa l ly  c l e a r l y ,  p las t ic  p ipe does contribute to the total load of 

p las t ic- re la ted  hazards in C a l i fu rn ia -- fo r  example, to the total of a l l  

combustible p l a s t i . s  in  residences. The hazards from the total use of 

p las t ic s  are undoubtedly apprec iab le ,  even though nearly impossible to 

estimate.  Whether or not they are greater or less than the hazards of the

mater ia ls  they replace Is perhaps even more d i f f i c u l t  to state. About a l l

that can be sa id  i s  that p la s t ic  p ipe Is not an unusua l ly  prominent or 

sp?cia l case among p las t ics  genera l .

CEk'A a lso  requires an assessment of whether l o n g - t e r m  e n v i r o n m e n t a l  

rusts w i l l  be incurred as a »ecuIt  of short-term e c o n o m i c  o r  other 

bene f i ts .  C e r ta in ly ,  any pub l ic  h o i 1, th Impacts of p l a s t i c  pipe that d o  

o:cu- w i l l  probably be delayed for decades, as w i l l  seme o f  t h e  worker

health o r  smoke to x ic i t y  Impacts. However, for the p u r p o s e  cf d e t e r m i n i n g

f he e n v l ronmental consequences v f  the expanded uses o f  p l a s t i c  p i p e ,  t h o s e

•M l



should be counted us ' .urr-nt ir.puc t s . and not discnunted in  comparison with 

current bene f i ts .  be l ieve that ,  v/h;:n i t  is viewed from th is perspect ive ,  

th is CEQA issue is i n e ’evint to the decis ion at hand.

E. fi jgni f icant  I r revers ib le  Changes

•

CEO A also requires an assessment of environmental changes or 

consumption of resources that would he permanent and i r r e v e r s i b le .  For 

example, the mining of a mountain is an e ssen t ia l ly  i r r e ve rs ib le  impact, 

whereas most a i r  po l lu tants  and the ir  impacts would disappear once the 

sourc* of po l lu t io n  is icir.oved.

lr. the case o f the expanded us? of  p la s t ic  plumbing p ipe ,  there would 

be a small permanent commitment of petroleum resources (but not other energy 

sources) to the manufacture of the pipe const ituents . Total energy 

resources would be conserved to a s l i g h t  degree. ! f  any deaths occurred as 

i  resu lt  of diseases caused by leachates or occupational exposures, cr from 

f i r e  or smolce t o x ic i t y ,  they .would a lso be 1rrever s i b le .  I f  p las t ic  pipe 

w o r e  l a te r  disapproved, the' occurrence of row f a t a l i t i e s  would gradua l ly  

disappear. Some of the leachates from p las t ic  pipe are mutagens and some 

mutations can he he r i tab le .  Thus, i t  is possib le  that a hcrltable--and more 

l i k e l v  than not adverse--mutation could pe rs is t  in the population as a 

resu lt  o f d r ink inu from p la s t ic  wate** pipes. Neither the specif ics of the 

ledwhato*. in  water ‘run p last ic  pipe nor the overa l l  state of the a r t  of 

genetic r isk  as je 'v root  al lows an evaluation of th is  p o s s ib i l i t y  at 

present. I f  the 'mp.uts i f  p las t ic  pipe eventual ly  were judged 

unacceptable, i t  is possible that the metal pipe industry would have 

decl ined by that *.ir * to the po int at wh'ch i t  would prove d i f f i c u l t  to 

rev ive ,  but that p o s s ib i l i t y  is also extremely speculat ive . Overa l l ,  we 

be l ieve that the pv/crs iM l  i ty  of the impacts is not as Important an issue 

to resolve as the magnitude and s ign i f icance  of current impacts.



C a l i f o r n i a ‘ s ;.:cpulotion i r. pr-'.i(.*••:t»»«l to inc r^as-' from the 1900 total cf 

22.3 m i l l i o n  peoole *a 25.9 m i l l i o n  oy 1905 and to 27.9 m i l l i o n  by 1990 

(C a l i f o rn ia  Department of Finance, 19.31). The prooosed code change i s  not 

l i k e l y  to si gni r i . antly a f fect t ins forecast population growth for the 

fo l low ing  reasons. ' i »*s t . the reduction in  the cost of housing construction 

that would resu lt  from t. ;e of the new!_\ permit fed p last ics  in place of 

current ly  approved plum' ir ; i  mater ia ls  i s  so sr-all that 1t would have 

v i r t u a l l y  no effect on the sales pr ice or rent of dwe l l ing  un its in the 

state.  Therefore, there w i l l  bo no change in the demand for housing and 

consequently no add it iona l  in-inig*-ation of residents who would be attracted 

by a drop in  the pr ice of housing. Second, the plumbing material 

subst i tut ions that are l i k e l y  to resu lt  from the proposed code change would 

not s i g n i f i c a n t l y  a f fect employment opportun it ies in  the state and so would 

not a f fec t  the in-migration and cut-r.doration forecasts.  Nor would e i the r  

housing prices or employment opportun it ies  s i g n i f i c a n t l y  a f fect sh i f ts  in  

populat ion from one part of Ca l i fo rn ia  to another.
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Every three years ,  the Internat iona l  Association of Plumbing and 
Mechanical O f f i c i a l s  revises i t s  minimum standards fo r  the i n s t a l l a ­
t ion  of plumbing to incorporate technolog ical advances. The 1982 code 
described in  th is  b i l l  i s  the most recent e f fo r t  in th is  regard .  The 
1979 code present ly in  effect for  the State of Alaska i s  therefore 
outdated and w i l l  not be reprinted by the Internat iona l  Association of 
Plumbing and Mechanical O f f i c i a l s .

Adoption of the 1982 Uniform Plumbing Code would br ing  Alaska's minimum 
standards in to  conformity with those commonly accepted and used by 
industry across the na t ion .  The la tes t  ed i t io n  of the Uniform Plumbing 
Code is  a lso commonly adopted by p o l i t i c a l  subd iv is ions in the state as 
the minimum standards enforced under t h e i r  b u i ld i n g  inspect ion programs.

Since the time the 1982 code was adopted by the Internat iona l  Associa­
t ion  of Plumbing and Mechanical O f f i c i a l s ,  a number of water q u a l i t y ,  
worker safety and f i r e  safety questions have been posed n a t io n a l ly  
concerning 1982 code provisions which permit the use of p las t ic  pipe 
(sect ion 401 of chapter 4 dea l ing with drainage systems and section 
1004 of chapter 10 dea l ing with water d i s t r i b u t i o n ) .  This concern 
also ex ists in Alaska,  and no doubt w i l l  be brought out in the hearings 
on House 3i 11 No. 508. Although the department supports adoption of 
the 1982 code at th is  t ime ,  should i t  be determined in the course of 
the hearings that there are compell ing reasons to p roh ib i t  the use of 
p la s t ic  p ipe ,  we would not have any strong object ion to the spec i f ic  
questioned sections being excluded from the State's minimum plumbing 
standards.

House B i l l  No. 508 would not have any f isca l  impact on the Department 
of Labor.
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T h e  H o n o r a b l e  N i i l o  K o p o n e n  

H o u s e  o f  R e p r e s e n t a t i v e s  
S t a t e  C a p i t o l  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  ( M a i l  S t o p  3100)

D w i g h t  P e r k i n s  

2 4 5  M a r i n e  W a y  #7 
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  N i i l o  a n d  D w i g h t :

I a m  e n c l o s i n g  t h e  p r o p o s e d  s u b s t i t u t e  f o r  H B  508 w h i c h  h a s  b e e n  
d r a f t e d  i n  l e g i s l a t i v e  f o r m  b y  A r t  R c b s o n ,  o u r  h o u s e  c o u n s e l .  I a m  
s e n d i n g  a c o p y  o f  t h i s  l e t t e r  t o  o u r  l e g i s l a t i v e  f r i e n d s  s o  t h a t  

t h e y  w i l l  k n o w  w h a t  i s  o c c u r r i n g .

A f t e r  S e n a t o r  V i c  F i s c h e r  a d v i s e d  u s  o f  t h e  p e n d e n c y  o f  t h i s  b i l l ,  
A r t  g o t  t o g e t h e r  w i t h  D w i g h t  P e r k i n s  t o  s e e  w h a t  h a d  b e e n  d o n e  

e l s e w h e r e .  T h e y  e x t r a c t e d  t h e  m o d i f i c a t i o n s  w h i c h  w e r e  m a d e  b y  t h e  
M u n i c i p a l i t y  o f  A n c h o r a g e  a n d  t h o s e  a r e  t h e  m o d i f i c a t i o n s  m a d e  i n  

t h e  p r o p o s e d  s u b s t i t u t e  b i l l .  T h i s  m a y  n o t  b e  e x a c t l y  t h e  w a y  w e  
w o u l d  h a v e  d o n e  it, b u t  w i t h  A n c h o r a g e  a l r e a d y  h a v i n g  t h o r o u g h l y  
d e b a t e d  t h e  m a t t e r  a n d  a d o p t e d  t h e  n e w  U n i f o r m  P l u m b i n g  C o d e  i n  t h i s  
f o r m ,  w e  f e e l  t h e  i n t e r e s t s  o f  u n i f o r m i t y  r e q u i r e  t h a t  w e  a l l  g o  
t o g e t h e r  s o  t h a t  t h e  S t a t e  a d o p t s  i t  i n  t h e  s a m e  f o r m .  A d o p t i o n  i n  
t h i s  f o r m  w i l l  t a k e  c a r e  o f  a l l  o u r  c o n c e r n s  a n d  fer.rs.

I u n d e r s t a n d  t h e r e  i s  a p o s s i b i l i t y  t h a t  R i c k  E l i a s o n  w i l l  i n t r o d u c e  
t h i s  f o r m  i n  t h e  s e n a t e  s o  t h a t  i t  c a n  p r o c e e d  i n  b o t h  h o u s e s  

s i m u l t a n e o u s l y .

W e  b a c k  t h i s  s u b s t i t u t e  o n e  h u n d r e d  p e r c e n t  a n d  w e  h o p e  t h a t  o u r  
l e g i s l a t i v e  f r i e n d s  w i l l  d o  l i k e w i s e .  I h o p e  t o  b e  i n  J u n e a u  
p e r s o n a l l y  l a t e r  o n  i n  t h e  s e s s i o n  t o  g e t  t o g e t h e r  w i t h  e v e r y o n e  o n
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I M  T H E  h o u s e  by  c o w d e ry  a n d  l i s k a

SUBSTITUTE FOR 

HOUSE BILL NO. 508 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISTAHJRE - SECOND SESSION 

A  BILT,

For an Act entitled: "An Act relating to the plumbing code."

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

* Section 1. AS 18.60.705 is amended to read:

Sec 18.60.705. PLUMBING CODE. The Department of Labor shall 

adopt, as the official minimum plumbing code for the state, the 

Uniform Plinrhing Code, 1982 [1979] edition, adopted at the 52nd

[49TH] Annua. Conference, October 1981 [SEPTEMBER, 1978], Interna­

tional Association of Plumbing and Mechanical Officials, chs. 1 - 1 3  

and appendices, useful tables, and installation standards, but 

excluding Part I, Administration, pages la - 6a, all of Subsection 

(e) and it^ exception, as well as the second and third sentences of 

Part (a) of Section 1004, Chapter 10, Paae 7 5 , and subject to AS 

18.60.710 - 18.60.740. The following amendments to said code shall 

be adopted:

- 1 - HB 508



In Chapter 4, Paae 37, Section 401(a) and (b), shall be

amended bv deletion of the words "extra strength vitrified clav 

pipe" and "vitrified clav".

In Chapter 4, Paae 37, Section 401(a), subparagraphs number

(1)f(2) and (3), shall be deleted and will be replaced by the 

following words;

"1. No galvanized wrought iron or galvanized steel 

pipe or ABS or PBC shall be used under ground, but all such 

pipe shall be kept at least six inches above around.

2. ABS or PBC installations shall be limited to 

residential construction not over 25 feet in stack height. 

ABS and PBC shall be no less than Schedule 40 iron pipe 

size standard steel pipe thickness. ABS or PBC shall not 

penetrate anv one hour wall unless it is sleeved with a 

minimum of 20 gauge metal for a distance of six inches 

bevond the wall or changed to Schedule 40 galvanized DWV 

cooper or cast iron pipe to a metal trap connection."

In Chapter 5, Page 45, Section 503(a), subsection number

(2), shall be deleted and replaced with the following words:

"2. ABS or PBC installations shall be limited to 

residential '-construction not over 25 feet in stack height. 

ABS and PBC shall be no less than Schedule 40 iron pipe 

size standard steel pipe thickness. ABS or PBC shall not 

penetrate and on3 hour wall unless it is sleeved with a

minimum of 20 gauge metal for a distance of six inches



bevond the wall or chanaed to Schedule 40 aalvanized EWV

copper or cast iron pipe to a metal trap connection.”

* Sec. 2. AS 18.60.740(1) is amended to read:

(1) "code" means the Uniform Plumbing Code, 1982 [1979] 

edition, adopted at the 52nd [49TH] Annual Conference, October 1981 

[SEPTEMBER 1978], International Association of Plumbing and Mechanical 

Officials as modified bv AS 18.60.705;

-3- HB 508



JANUARY 31, 1984
TO: JOHtf

FROM: KEN

RE: HB 508, PLUMBING CODE

WHAT THE BILL DOES

HOUSE BILL 508 WOULD REPLACE THE STATES CURRENT UNIFORM PLUMBING CODE, the 1979 

EDITION, WITH THE NEWER 1982 EDITION.

CGMMENTS

AS YOU KNOW, THIS BILL IS QUITE CONTROVERSIAL WITHIN THE INDUSTRY. THE PLUMBERS UNIONS 

OPPOSE ITS IMPLEMENTATION WHILE NUMEROUS OTHER GROUPS INVOLVED WITH PLUMBING FAVOR THE 

NEW CODE. YOU CAN EXPECT SOME PRETTY HEATED DEBATE OVER THE HEALTH AND SAFETY ISSUES 

IN VOLVED WITH THE NEW CODE.

IN THE 1979 EDITION, PLASTIC PIPE WAS VERY RESTRICTED AS TO HOW IT COULD BE USED. IN THE 

1982 CODE THE USE OF PLASTIC PIPE HAS BEEN EXPANDED TO INCLUDE VENTILATION SYSTEMS, HOT 

AND COLD WATER DISTRIBUTION, AND IN DRAINAGE.

I HAVE ATTACHED AN ADDITIONAL PAGE WITH ' JESTIONS FOR SEVERAL DIFFERENT WITNESSES.



QUESTIONS ON 508

FOR PLUMBERS UNION.

1. IS IT TRUE PLASTIC PIPE SUCH AS POLYBUTALYENE IS MORE LABOR EFFICIENT 

AND ACTUALLY TAKES LESS TIME TO INSTALL ?

2. ISN'T TRUE THERE ARE CONSIDERABLE HAZARDS FROM TECHNICS USED TO INSTALL 

PIPES OTHER THAN THOSE MADE FROM PLASTIC ?

FOR SHELL OIL CO.

1. WHAT KIND OF TESTS HAVE YOU CONDUCTED THAT PROVE TO YOU PLASTIC PIPE 

IS SAFE TO USE AS PRESCRIBED BY THE 1982 UNIFORM PLUMBING CODE ?

2. DO HAVE ANY RESERVATIONS ABOUT THESE SHELL PRODUCTS ? ARE THEY AS SAFE, IN 

YOUR PROFESSIONAL OPINION, AS PIPE MADE FROM OTHER MATERIAL SUCH AS COPPER 

OR CAST IRON ?

FOR TOM HIGHAM

1. WHY DID THE INTERNATIONAL ASSOCIATION OF PLUMBERS AND MECHANICAL OFFICIALS 

DECIDE TO INCLUDE THE USE OF PLASTIC PIPE IN THE 1982 UNIFORM PLUMBERS CODE ?

2. IS THERE CONSIDERABLE DIFFERENCE : * SAFETY IN USING PLASTIC PIPE AND TOE MORE 

CONVENTIONAL PIPES, IN YOUR OPINION ?

3. MR HIGHAM, IN YOUR OPINION, IS THIS AS MUCH A POLITICAL ISSUE AS IT IS

WORKERS SAFETY ISSUE ? WHY IS THAT ?
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O R I G I N A L  F I L E D

JAN24-«384

C O U N T ' -  •: . ‘  I R K

S U P E R I O R  C O U R T  O F  T H E  S T A T E  O F  C A L I F O R L .  

F O R  T H E  C O U N T Y  O F  L O S  A N G E L E S

M A R I E  S H I B U Y A - S N E L L ,  D I R E C T O R  O F  T H E

C A L I F O R N I A  D E P A R T M E N T  O F  C O N S U M E R

A F F A I R S ,  F R I E N D S  O F  T H E  E A R T H ,

C O N S U M E R  F E D E R A T I O N  O F  C A L I F O R N I A ,

S T A T E  B U I L D I N G  A N D  C O N S T R U C T I O N  T R A D E S

C O U N C I L  O F  C A L I F O R N I A ,  A N D  A I L E F N  A D A M S ,
•*

Pl a i i . - ^ f f s ,

v s .

I N T E R N A T I O N A L  A S S O C I A T I O N  O F  P L U M B I N G  

A N D  M E C H A N I C A L  O F F I C I A L S ,  a C a l i f o r n i a  

c o r p o r a t i o n ,  a n d  D O E S  I t h r o u g h  X X ,

D e f e n d a n t s ,

C A S E  N O .  C  3 9 5  29 4

J U D G M E N T  E X T E N D I N G  

A N D  M O D I F Y I N G  
I N J U N C T I O N

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

f o r  t r i a l  o n  D e c e m b e r  12, 1 9 8 3 ,  i n  D e p a r t m e n t  32 o f  t h e  

S u p e r i o r  C o u r t ,  t h e .  - H o n o r a b l e  J a c k  A. C r i c k a r d ,  J u d g e  

P r e s i d i n g .  R o g e r -  D i c k i n s o n ,  E s q . ,  a p p e a r e d  o n  b e h a l f  o f  

p l a i n t i f f  M a r i e  S h i b u y a - S n e l l , D i r e c t o r  o f  t h e  C a l i f o r n i a  

D e p a r t m e n t  o f  C o n s u m e r  A f f a i r s  ( " D i r e c t o r " ) ;  M i c h a e l  H. R c m y ,  

E s q . ,  a n d  T i n a  A. T h o m a s ,  E s q . ,  a p p e a r e d  o n  b e h a l f  o f  

p l a i n t i f f  C a l i f o r n i a  S t a t e  B u i l d i n g  a n d  C o n s t r u c t i o n  T r a d e s  

C o u n c i l ,  A F L - C I O  ( " U n i o n  C o u n c i l " ) ;  a n d  G e o f f r e y  C o w a n ,  E s q . ,



e n t e r e d  a n  a p p e a r a n c e  o n  D e c e m b e r  12, 1 9 0 3 ,  b e h a l f  o f

p l a i n t i f f s  C o n s u m e r  F e d e r a t i o n  o f  C a l i f o r n i a ,  F r i e n d s  o f  t h e  

E a r t h  a n d  A i l e e n  A d a m s .

J o h n  F. M c K e n n a ,  J r . ,  E s q  , a p p e a r e d  o n  b e h a l f  o f

d e f e n d a n t  I n t e r n a t i o n a l  A s s o c i a t i o n  o f  P l u m b i n g  a n d  M e c h a n i c a l  

O f f i c i a l s  ( " I A P M O " ) .

T h e  m a t t e r  w a s  h e a r d  o n  D e c e m b e r  12, 13, 14, 15, 1 6 ,  20

a n d  21, 1 9 8 3 .  E v i d e n c e ,  b o t h  o r a l  a n d  w r i t t e n ,  w a s  s u b m i t t e d  

b y  a l l  p a r t i e s ,  a n d  t h e  m a t t e r  w a s  d u l y  s u b m i t t e d .

I T  I S  N O W  O R D E R E D ,  A D J U D G E D  A N D  D E C R E E D :
r

1. U p o n  t h e  a u t h o r i t y  o f  C o d e  o f  C i v i l  P r o c e d u r e  

S e c t i o n  5 2 6  S u b d i v i s i o n  (1), t h e  e x i s t i n g  p r e l i m i n a r y
l

i n j u n c t i o n ,  g r a n t e d  u p o n  t h e  a p p l i c a t i o n  o f  p l a i n t i f f

D i r e c t o r ' s  p r e d e c e s s o r  i n  o f f i c e ,  ■»s p a r t i a l l y  m o d i f i e d  a n d  

c o n t i n u e d  i n  f o r c e  a s  t h e  p e r m a n e n t  o r d e r  o f  t h i s  C o u r t .

2. P u r s u a n t  t h e r e t o ,  D e f e n d a n t  I A P M O ,  i t s  a g e n t s ,

• # f
o f f i c e r s , *  e m p l o y e e s ,  a n d  r e p r e s e n t a t i v e s ,  a n d  a l l  p e r s o n s  

A c t i n g  i n  c o n c e r t  o r  p a r t i c i p a t i n g  w i t h  I A P M O  a r e .  h e r e b y  

p e r m a n e n t l y  ‘“e n j o i n e d  f r o m  d i s s e m i n a t i n g ,  d i r e c t l y  . o r

i n d i r e c t l y ,  t o  a n y  i n d i v i d u a l  o r  o r g a n i z a t i o n  in  . C a l i f o r n i a , .
• • •  • • •

t h e  1 9 8 2  E d i t i o n  o f  t h e  U n i f o r m  P l u m b i n g  C o d e  ..(1UPC") o r  t h e• •  • •  . .#«

I A P M O  D i r e c t o r y  • o f  P l u m b i n g  R e s e a r c h  R e c o m m e n d a t i o n s  .
• 0 *

( " R e s e a r c h  •D i r e c t o r y " ) , w i t h o u t  i n c l u d i n g  a w a r n i n g  n o t i c e .

T h e  w a r n i n g  n o t i c e  r e q u i r e d  t o  b e  i n c l u d e d  s h a l l  a p p e a r  i n  n o
« •  ̂ #

less t h a n  1 0 - p o i n t  b o l d  t y p e  an d  s h a l l  s t a t e  a s  f o l l o w s :
• • » .

N O T I C E :  An E n v i r o n m e n t a l  I m p a c t  R e p o r t  is n o w
b e i n g  p r e p a r e d  in C a l i f o r n i a  t o  d e t e r m i n e  w h e t h e r  •. • 

the  u s e  o f  C P V C ,  PVC, or PR p l a s t i c  p i p e  for t r a n s -  
ing p o t a b l e  w a t e r  p o s e s  a d a n g e r  t o  p u b l i c  h e a l t h  
o r t h e  e n v i r o n m e n t .  At the t i m e  o f  t h i s  p r i n t i n g  
of  t h e  1 9 8 2  E d i t i o n  of the U n i f o r m  P l u m b i n g  C o d e ,



a n d  t h i s  u p d a t e  o f  I A P M O ' s  D i r e c t o r y  o f  P l u m b i n g  

R e s e a r c h  R e c o m m e n d a t i o n s ,  t h e  S t a t e  o f  C a l i f o r n i a  d o e s  

n o t  p e r m i t  a n y  e x p a n s i o n  o f  t h e  u s e  o f  s u c h  p i p e ,  i n  

a p p l i c a t i o n s  p e r m i t t e d  b y  t h e  U n i f o r m  P l u m b i n g  C o d e ,  - 

b e y o n d  t h o s e  a p p l i c a t i o n s  p e r m i t t e d  i n  t h e  1 9 7 9  E d i t i o n  

o f  t h e  U n i f o r m  P l u m b i n g  C o d e .

F o r  i n f o r m a t i o n  o n  C a l i f o r n i a  r e s t r i c t i o n s ,  c o n t a c t  

t h e  S t a t e  H o u s i n g  L a w  S e c t i o n  o f  t h e  C a l i f o r n i a  

H o u s i n g  a n d  C o m m u n i t y  D e v e l o p m e n t  D e p a r t m e n t .

I m m e d i a t e l y  b e l o w  t h e  n o t i c e ,  i n  t h e  s a m e  s i z e  o r  s m a l l e r

t y p e ,  t h e  f o l l o w i n g  s t a t e m e n t  m a y  a p p e a r ,  a t  t h e  o p t i o n  o f

IA P M O :

( T h i s  n o t i c e  i s  i n s e r t e d  h e r e i n  p u r s u a n t  t o  a c<-urt 

O r d e r  i n  t h e  c a s e  o f  C A L I F O R N I A  D E P A R T M E N T  O F  C O N S -  

S U M E R  A F F A I R S  v. I N T E R N A T I O N A L  A S S O C I A T I O N  O F  P L U M B -  1 §.

‘ I N G  A N D  M E C H A N I C A L  O F F I C I A L S ,  L o s  A n g e l e s  S u p e r i o r  . ... 

C o u r t  N o .  C - 3 9 5 2 9 4 . )

T h e  n o t i c e  s h a l l  n o t  c o n t a i n ,  i n c l u d e ,  o r  b e  a c c o m p a n i e d  

b y  a n y  o t h e r  i n f o r m a t i o n  o r  m a t e r i a l s .

3. T h e  n o t i c e  s h a i  . b e  a f f i x e d  . •

(a) T o  t h e  i n s i d e  c o v e r  o f  e a c h  c o p y  o f  t h e

—  U P C  a f f e c t e d  b y  t h i s  O r d e r ,  a r d  - ^

• r
(b) * U p o n  t h e  r e v e r s e  s i d e  o f  t h e  d i v i s i o n

p a g e  e n t i t l e d  " W a t e r  S y s t e m s  a n d  R e l a t e d  I t e m s "  —  •

(No. 5) o f  e a c h  c o p y  t h e  R e s e a r c h  D i r e c t o r y ,

(c) B y  s u i t a b l e  a d h e s i v e  m a t e r i a l  a l o n g  t h e

n o t i c e ' s  t o p  a n d  b o t t o m  b o r d e r s ,  i n  a m a n n e r  c a l -  • •
• • •

’ e u l a t e d  t o  e n s u r e - t h a t  t h e  a c c i d e n t a l  r e m o v a l  o f  • ' , ,. 

,» ~’- t h e  n o t i c e  d o c s  n o t  o c c u r .  ... *■•„

•4. T h e  f o r e g o i n g  o r d e r s  s h a l l  t a k e  e f f e c t  30 d a y s - a f t e r  

e n t r y  o f  t h i s  J u d g m e n t ,  a n d  t h e  f o r e g o i n g  o r d e r s  s h a l l  

a u t o m a t i c a l l y  t e r m i n a t e ,  b o t h  as  t o  t h e  U P C  a n d  t h e  R e s e a r c h  

D i r e c t o r y ,  u p o n  t h e  d a t e  the  1 9 R 7  E d i t i o n  o f  t h e  U P C  in 

s u p e r c e d e d  b y  the p u b l i c a t i o n  oi t h e  19 05  E d i t i o n  o f  t h e  UPC.
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5. All relief sought by plaintiffs, other than the relief 

granted to plaintiff Director by the foregoing orders, is denied.

6. Each party shall bear their own court costs.

DATED: Jr.iI 2 a 1984

.UCK A. CltICKAPJ

JACK A. CRICKARD
JUDGE OF THE SUPERIOR COURT
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Shell Chemical Company
A Dtvi«»on o» S h f«  O il C o m p a n y

F e b r u a r y  2 ,  1 9 8 4 P.O BO* '637 

Stockton, CA 95207

T h e  H o n o r a b l e  J o h n  C o w d e r y  
H o u s e  o f  R e p r e s e n t a t i v e s  
S t a t e  C a p i t o l  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  C o w d e r y :

I ' d  l i k e  t o  t h a n k  y o u  f o r  y o u r  p r o m p t  a n d  e f f i c i e n t  h a n d l i n g  o f  H B  5 0 8 .
I  a l s o  e x t e n d  my a p p r e c i a t i o n  t o  t h e  e n t i r e  c o m m i t t e e  f o r  t h e  c o u r t e s i e s  
e x t e n d e d  d u r i n g  my  a p p e a r a n c e  b e f o r e  t h e  H o u s e  C o m m i t t e e  o n  L a b o r  a n d  
I n d u s t r i e s .

T h e r e  i s  o n e  m a t t e r  t h a t  I  b e l i e v e  d e s e r v e s  f u r t h e r  c o m m e n t .  O n  
F e b r u a r y  1 ,  1 9 8 4 ,  d u r i n g  C o m m i t t e e  d i s c u s s i o n  o n  t h e  b i l l ,  R e p r e s e n t a t i v e  
K o p o n e n  c o m m e n t e d  o n  t wo  d i f f e r e n t  o c c a s i o n s  t h a t  " r e p r e s e n t a t i v e  f r o m  S h e l l  
s u p p o r t s  t h e  a m e n d m e n t s  s u b m i t t e d  b y  t h e  U n i t e d  A s s o c i a t i o n  ( U n i o n ) . "  P l e a s e  
b e  a d v i s e d  t h a t  S h e l l  d i d  n o t  n o r  d o e s  n o t  s u p p o r t  t h e s e  a m e n d m e n t s .

F i r s t  o f  a l l ,  I  s p e a k  o n  b e h a l f  o f  p o l y b u t y l e n e .  T h e  U . A .  a m e n d m e n t s  
d e l e t e  a l l  r e f e r e n c e  t o  p o l y b u t y l e n e  i n  t h e  C o d e .  G i v e n  t h e  s u b s t a n t i a l  
p e r f o r m a n c e  a n d  e c o n o m i c  b e n e f i t s  o f  p o l y b u t y l e n e ,  t h i s  a m e n d m e n t  i s  c l e a r l y  
n o t  i n  t h e  b e s t  i n t e r e s t  o f  t h e  p e o p l e  o f  A l a s k a .  W h e n  y o u  c o m o i n e  t h e  
p e r f o r m a n c e  b e n e f i t s  -

C o r r o s i o n  r e s i s t a n c e  
R e s i s t a n c e  t o  s c a l e  
F r e e z e  r e s i s t a n c e

w i t h  t h e  s a v i n g s  r e a l i z e d  i n  t h e  i n s t a l l a t i o n  o f  p o l y b u t y l e n e ,  y o u  c a n  u n d e r ­
s t a n d  wh y  p o l y b u t y l e n e  h a s  b e e n  w i d e l y  a c c e p t e d  b y  t h e  C o d e  a p p r o v a l  a g e n c i e s  
a n d  t h e  c o n t r a c t o r  a n d  d e v e l o p e r s  a c r o s s  t h e  U n i t e d  S t a t e s .

T h e  r e m a i n d e r  o f  t h e  U . A .  a m e n d e m e n t s  a r e  a l s o  n o t  s u p p o r t e d  b y  S h e l l .  
S i m p l y  s t a t e d  t h e s e  a m e n d m e n t s  w o u l d  b e  a  s t e p  b a c k  i n  t i m e .  T h e  d e l e t i o n  
o f  m a t e r i a l s  a l r e a d y  a p p r o v e d  b y  t h e  U . P . C .  o r  t h e  r e s t r i c t i o n  o f  t h e i r  u s e  
w o u l d  i n f l i c t  a n  e c o n o m i c  p e n a l t y  o n  t h e  b u i l d e r  a n d  c o n s u n e r .  T h i s  p e n a l t y  
w o u l d  b e  i n f l i c t e d  w i t h  n o  b a s i s  i n  f a c t .

P l e a s e  f e e l  f r e e  t o  c o n t a c t  me  i f  I  c a n  c l e a r i f y  a n y  o f  t h e  a b o v e .

V e r y  t .  u l y  y o u r s ,

M .  J .  O ' B r i e n  
R e g i o n a l  S a l e s  M a n a g e r  
P o l y b u t y l e n e  D e p a r t m e n t

MJO/ja
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L E G I S L A T I V E  P R O P O S A L  A N A L Y S I S

Subject of Proposed B i l l :

"Adoption of 1932 Uniform Plumbing Code"

Background Information:
— — — — — — — —  \

Every th i rd  yea r ,  the Internat iona l  Association of Plumbing and Mechanical 
O f f i c i a l s  adepts a rev ised plumbing code incoroorati  ng advances and improve­
ments in Ve ihnology.  During the Twelfth Leg is la tu re ,  the department did not 
propose l e g i s l a t i o n  to adopt the 1982 version of the Uniform Plumbing Code 
because there were con f l ic ts  between the Uniform Plumbing Code ana the Uni­
form Bu i ld ing  Code. The Department of Publ ic Safety (F ire  Marsha l l 's  Off ice) 
w i l l  propose l e g i s l a t i o n  to adopt the most recent ed i t ion  of the Uniform Bu i ld­
ing Code which i s  consistent, with the 1982 Uniform Plumbing Code.

Summary:

The most not iceable changes in the plumbing code are as fo l lows :

Section 108 allows for a laroar grease in tercept ion to serve one or more f i x ­
tures. Section 203(d) states that copper tubing used fo r  water service shal l 
have a weight of not less than Type L.

Table 4-3, footnote #4. Evidence indicates that a three-inch horizontal waste 
w i l l  e f fe c t ive ly  handle discharge from three water c losets ;  thus the code 
change, so that only fcur water closets or six u n i t  traps are allowed on any 
ve r t ica l  stack ,  and not to exceed three water ' • losets or s ix  unit traps on any 
hor izonta l  branch or d r a in .

Section 601 changes w i l l  not a l low cold storage roans, r e f r i g e ra to rs ,  cooling 
counters , e tc .  designed to hold food or d r i n k ,  or sinks for washing or pre­
parat ion of food, to be d i r e c t l y  connected to a was^e or vent p ipe .  Al l drains 
sha l l  discharge through an a i r  gap into a open dra in  or approved receptor.

Section 1004 is one of the major changes, and al lows Poly Butylene (PB) water 
pipes to be used for hot and cold water d i s t r ib u t io n  tubing systems, using 
inserts for connectors. I t  also inserts language to assure that when metal 
pipe is used as a bu i ld in g  ground, i t  w i l l  be replaced by metal pipe when 
repairs are made to these p ipes .

Also adopted were in su la t ion  standards for cold water service and yard p i p in g .  
These standards were for Poly Vinyl Chloride (PVC), asbestos cement pressure 
p ip ing and Poly Butylene (PB).

Those groups most affected by this change w i l l  be plumbers, contractors, local 
governments and state agencies issu ing b u i l d i n g  permits .

Estimated Fiscal  Impact: (FY '83 - FY '87)

To the s ta te :  -0-

To others: -0 -



This chapter covers various information not presented, earl io r  but 

required by the Ca l i fo rn ia  Environmental Qual ity Act (CEQA) for 

Environmental impact Reports. As th is  document is a pre l im inary  

environmental review,, th is section has not been f u l l y  developed. When the 

d ra f t  and f in a l  versions of the EIR are proposed, i t  is  l i k e l y  to expand end 

some of the f ind ings  w i l l  undoubtedly change or at le as t  be stated mere 

con f iden t ly .

A. S ign i f ican t  Unavoidable Environmental Impacts

'For th is  pre l im inary  environmental review o f  a very subtle and complex 

proposal ,  SRI chose to describe our current overa l l  conclusions about the 

proposed plumbing code changes and our reasons for them, without making 

d e f i n i t i v e  f ind ings  of s ign i f icance  except where they were c learcut .

F i r s t ,  we discovered nothing to suggest that the issues discussed 

e a r l i e r  as the prime ones are i n s i g n i f i c a n t  or that other issues are 

dominant.. The only new issue of potent ia l  s ign i f icance  that surfaced was 

the permeation of buried p las t ic  pipe by contaminants in so i l  and the 

resu l t in g  possib le pub l ic  health impacts. Although the p o s s ib i l i t y  that 

such ef fects could occur from permeation of water supply l i n e s  from the 

meter to the house is  p l a u s ib le ,  any potent ia l  problem would also 

occur--probably in much greater proportion--from the pub l ic  water
r c

d is t r i b u t io n  system. This problem should be re-examined when better 

understood and i f  found s i g n i f i c a n t  should inf luence state pol i c i es wlt l ^ - 1
fT I

respect to p las t ic  use in both publ ic  arid res ident ia l  systems. With co ”' rnm



adequate education or bu i ld in g  ins j '- . t ' , rs dr. the permeation issue , improper 

i n s t a l l a t i o n  o' p l v . t i c  v/3 ter service i i '  rcntaninated so i l s  sl'.culd be rare .

As to publ ic  health impacts from chemicals leaching from water pipe 

into potable water, we f ind  that s i g n i f i c a n t  impacts are poss ib le  but 

unproven, both for olas t ic p ipos--espccia l ly  the ch lor inated var ieties--and 

for metal ones, s p e c i f ic a l l y  copper systems. I f  the upper ranges of 

poss ib le concentrations of leachates are regu la r ly  reached, the cumulative 

r isks to pub l ic  health may be high enough to be of concern by typ ica l  

standards of acceptab )e . r i sk , for example, a l i f e t im e  cancer r is k  of one in 

a m i l l i o n .  The chemicals of concern are lead from the solder in  ccpper 

pipes, poss ib ly  lead ing to neurologic d isorders ,  and carbon te t rach lo r ide ,  

perchlcroethylene, and tr ich loroethy lene from p las t ic  (espec ia l ly  PVC and 

CPVC) p ipes ,  poss ib ly  resu l t ing  in cancer.

Two major considerations l im i t  the s ign i f icance  of the f in d in g s ,  

f i r s t ,  the status of information about long-term leve ls of leachates is 

exceedingly f l imsy .  Reasonable further test ing could resolve at least  part, 

of the uncerta inty (see Section Y I ) .  Second, the r isk  assessment procedure 

is moderately conservat ive. I f  r isks s t i l l  appear to be of concern a f te r  

concentrations arc better known, more attent ion would need to be devoted to 

assuring that the assessment procedure took into account deta i led  propert ies 

cf the chemical .  F i n a l l y ,  thorough i n i t i a l  f lush ing  would e f fec t ive ly  

m it igate  the effects of the r i p i d l y  leaching mate r ia ls ,  espec ia l ly  the 

solvents used with p las t ic  pipe. Overa l l ,  current information does not 

es tab l ish  an environmental pretorcnce between ccpper and p las t ic  p ipe ,  with 

neither c le a r l y  l i k e l y  to cause a great number of deaths or serious 

1 1 1  nesses.

For worker safety and hea lth ,  a s im i l a r  s i tua t ion  ex is ts .  Doth lead 

from solder fumes in i n s t a l l i n g  copper pipe and solvents from i n s t a l l i n g  

AOS, PVC, and CPVC pipe could bo hazardous i f  plumbers have high exposures 

by In h a la t io n ;  dermal absorption rculd also be s i g n i f i c a n t  In the case of 

solvents. The diseases of concern f ^ r  solder fumes are re lated to the lead 

exposure and are neuro log ic .  The solvents may a1so cause nerve damage, and



tney may be Involved in i i v ec  <M;•,*<;•* i-r rcproductive problems as w e l l .  

However, they are not impHc.He'J ’;i cancer unless benzene is more common 

than thought. Unless the M10SH report about to be released resolves the 

range o f  exposures s a t i s f a c t o r i l y ,  further test ing would be useful before 

completing the E!R. Safety issues genera l ly  favor p las t ic  over meta l ,  which 

appears to lead t )  more burns (hot so lder and espec ia l ly  f lu x )  and stra ins 

and contusions (from heavier ineta1 p ipes ) .  PB ( l i k e  PE, although i t s  uses 

are not proposed for change) poses l i t t l e  i f  any worker safety and health 

concern. Use of g loves ,  other  protect ive equipment., v e n t i l a t i o n ,  and simple 

care w i l l  s i g n i f i c a n t l y  reduce any potent ia l  hazards from e i the r  p la s t ic  or 

metal p ipe ,  but these practices have not achieved widespread acceptance 

among plumbers.

F ire safety is  a very real concern with p las t ic  DWV p ipe ;  ABS is 

combustible, and PVC and CPVC w i l l  at least  soften and slump 1n l i n e s .  I f  

these p las t ics  are i n s t a l l e d  as d i rect  substi tutes for metal ,  as they 

already are in  non-fi re-rated residences, they w i l l  degrade the f i r e  

resistance of structures. The gaskets in  no-hub cast iron w i l l  also f a i l  in 

f i re s  and cause the oipe to f a l l ,  l c a v in j  f i r e  passages. Out the proposed 

code changes apply to f i r e - r a le d ,  f i re-re  si st ive construction that could 

ix»tain i t s  f i r e  n t i n g  i f  appropr iate i n s t a l l a t i o n  procedures are developed 

and enforced. In such cond it ions ,  no degradation of f i r e  resistance would 

occur. This issue thus turns cn enforcement, not science. The potable 

water p ipes,  kept cooler by the water ins ide and of much lower mass, are not 

a s i g n i f i c a n t  f i r e  safety issue.

As with f i r e  s i f e t y ,  smoke to x ic i t y  i r, an issue in  which p las t ic  can 

only be less env ironmental ly  acceptable than metal .  However, whether the 

d i f ference is  s i g n i f i c a n t  is  less certa in ,  both ABS, which seems l i k e l y  to 

contr ibute the ma jo r i ty  of pipe mass in  C a l i f o r n i a ,  and the po lyn lo f lns  PG * 

and IT produce combustion products that are not h igh ly  tox ic ;  few i f  any 

add it iona l  f a t a l i t i e s  or ser ious in ju r i e s  would be l i k e l y  from the ir  

combustion, PVC an! CPVC both produce s i g n i f i c a n t  quant it ies  of hydrogen 

ch lor ide v iper  in f i r o  environments, and th is corrosivtf material  could , 

under certa in  circumstances, male a j i f te ronce  in the p robab i l i t y  of human

V.



surv iva l  in l i n e s .  1 m-.jueMcy of :u:.b ocdtir lenu.-s is clouded by lack of

a genera l ly  accepted test f . r  smoke t c i c i t y .  I h i s  problem is current ly  

being addressed both by the State of Ca’i t o r u i a  Department of Indust r ia l  

de lat ions and by the State of flew Yari<. We be l ieve OUCD should pay close 

attent ion to resu lts from those stud ies ,  but does not need to delay a 

decis ion so le ly  on those grounds.

hn other s i g n i f i c a n t  adverse impacts are l i k e l y  to re su l t ’from the 

expanded use of p la s t ic  plumbing pipe I f  r e l a t i v e l y  simple m it i g a t io n  

measures are taken. P last ic  dra in  pipes may be s l i g h t l y  n o is ie r  than cast 

iron p ipe .  See the fo l low ing  section (Y-B) for further e labo ra t ion .

Overa l l ,  the SRI study team sees l i t t ’e evidence that expanded use of 

p las t ic  plumbing pipe would cause s i g n i f i c a n t l y  greater environmental 

problems than the mater ia ls  i t u o u l d  replace. Unfortunately , lack of 

evidence i s  not the same as lack of hazard. We be l ieve  i t  is e spec ia l ly  

important to gather more information on leaching of chemicals from both 

p las t ic .and  metal pipe systems into potable water and cn the exposures of 

plumbers to mater ia l  from p las t ic  (ABS, PYC. CPVC) and metal (copper) 

plumbing systems.

Table V- 1  suirmari :.es our present assessment of our re la t ive  

environntMital concern about pipe systems. There we sfiow cur re la t ive  

degrees of concern f^r d i f f e re n t  mater ia ls  for each of the major areas of 

impacts. A high ra t ing  does not necesr.a-i ly mean an impact that Is 

s i g n i f i c a n t  in the sense of CEOA, but does mean that the material rated 

seems to us mere l i k e l y  to be environmental ly harmful tnon other mater ia ls  

on that d inens i■a. For example, the ch lor inated p las t ics  c le a r ly  are of 

highest concern for smoke t o x ic i t y ,  but may not pose any s i g n i f l c a n t ly 

h 'gner Impacts In the proposed new DWY uses ( f l r e - re s ls t l v e  construction^ .



Impact
A r e a  ___

Public lv?3 1 1h 
Worker Safety 
Worker Health 
F i r r  Safety 
rnoV-e T-'xicity 
Cthcr Inpacts

Table 7-1

RELATIVE DEGREE OF CONCERN REGARDIIJG 
POTENTIAL ENVIRONMENTAL IMPACTS*

Potable Water 
P last ic   "Metal

PP/PE

3
1

0

3

Tia! v . Copper/
7 CPVC COPJHT Steel ADS pvc/rpvc Gal .Steel

4 3 3 0 0 0
2 4 2 2 2 3*
3 4 C 4 4 3+
2 0 0 5 4 0
3 0 0 g 5 0
0 0 G '] 1 0

Grai n , _Wastr \  and Vc-nt 
"Tl a St i c

>oy: 0 - No concern

1 - Considerably less concern than average
2 - Less concern than average

About average concern 
More concern than average 
Considerably nore concern than 
average

Note: High r e la t iv e  concern docs not necessari ly  imply high absolute con'-em;
s ign i f ic ance  of rat ings depends cn m it ig a t ion  measures taken.

More for copper, I*'-,.; for ga lvan ized .



The fo l low ing  environmentl l  e f fects uf expanded uses for p las t ic

plumbing pipe nay occur but are probably i n s i g n i f i c a n t  by any reasonable 

in te rp re ta t ion  of CEO A:

. P last ic  pipe systems may f a i l  s l i g h t l y  more frequent ly than i'netal
systems u n t i l  a body of experience with i n s t a l l a t i o n  errors has
accumulated.

. P las t ic  pipe w i l l  consume s l i g h t l y  more petroleum than metal p ipe ,
but s l i g h t l y  loss energy o v e r a l l .

. P las t ic  pipe w i l l  contr ibute a s l i g h t l y  d i f f e re n t  load of po l lu tants
to pub l ic  waste water treatment systems, but the d i rec t ion  of 
impact, l o t  alone i t s  magnitude, is uncerta in .

. P last ic  DWV pipe w i l l  be s l i g h t l y  no is ie r  than metal systems i f
i n s t a l l e d  so as to contact wal l surfaces; this may be more 
s i g n i f i c a n t  than otherwise in  the m u l t i f am i ly ,  f i re-rated  
construction that is  affected in the DWY code changes.

. P last ic  DWY pipe could be damaged by pipe c lean ing equipment, but 
.because of i ts  res istance to corros ion ,  the frequency of such 
c lean ing  should he low.

. P last ic  pipe w i l l  s l i g h t l y  decrease the l i f e -cyc le  cost of plumbing 
and therefore of hous ing,  but not enough to change demand patterns 
or growth.

. Small sh i f ts  in  employment from metal pipe manufacturing to p las t ic
pipe manufacturing w i l l  o .cu r .

. A small reduction in the work of plumbers w i l l  occur, mostly as a 
resu lt  o f  repa ir  and renovation work by do- it-yourse l fers .

Effects of A lternat ive  Actions

In add it ion  to the proposed p ro jec t ,  e . g . ,  the proposed change to the 

1932 Uniform Plunb irg Code (UPC) a l low ing  certa in  new uses of p las t ic  

plumbing pipe as described in  the Project Descr ipt ion ,  th is  environmental 

review has examined the potent ia l  effects o f  a l te rnat ives  to the proposed 

pro ject ori the qua l i t y  of the natural an-! human environment. The eventual 

E13 w i l l  consider a l te rna t ives  as wel l as the project i t s e l f  to provide a



basel ine for eva luat ing  the si gni f of the impacts and to provide

poss ib le  a l te rna t ive  versos of ac-ii .n should the proposed pro ject create 

s i g n i f i c a n t  adverse impacts that cannot be successful ly m it iga ted .  With 

th is  goal in  mind, the a lte rnat ives we have selected for ana lys is  are no 

changes to the state code, pa r t ia l  appiova! of p las t ic  pipe use, and 

complete '-ejection of a l l  p la s t ic  pipe (that i s ,  reversal of e a r l i e r  

provis ions a l low ing  certa in  ures of p las t ic  p ipe ) .
%

Undci the no-action a l te rn a t iv e ,  there would be no changes in the state 

code regarding the use of p las t ic  plumbing p ipe .  Al l current ly  approved 

uses for p las t ic  pipe would continue to be permitted and no new uses of 

p last ic  pipe would be al lowed,  hone of the impacts a t t r ibu tab le  to the use 

of p las t ic  pipe in expanded app l icat ions would be observed; any pub l ic  

health and worker safety and heal th effects of current ly  allowed p las t ic  and 

metal p ip ing  systems would pers is t .

The p a r t ia l  approval a l te rna t ive  would amend the state code to permit 

certa in  new uses of p las t ic  p ipe ,  but not a l l  of the new user, proposed under 

the pro ject .  Counting cold and hot water supply in a given app l ica t ion  as 

one new use, the proposed pro ject would change the code to permit 1 1  new 

uses of p las t ic  pipe ( i . e . ,  1 new use for ADS p ipe ,  3 for l;B p ipe ,  1 for PVC 

p ipe ,  and b for CPVC p ip e ) .  Considering a l l  the possib le  combinations of 

these uses, over .3,000 pa r t ia l  approval a lte rnat ives  are poss ib le .

Cur analyses of the environmental consequences of the proposed project 

have guided our se lection of the subset of the pa r t ia l  approval a l te rnat ives  

to be consider 'd in  the U R .  That i s ,  we define the pa r t ia l  approval 

al u r n a t i  ve(s) t :  permit those new uses of p las t ic  plumbing pipe that are 

least  l i k e l y  to have s i g n i f i c a n t  adverse effects on the qua l i t y  of the 

natura 1 and human environment. At present, the only pa r t ia l  a l te rna t ive  

that seems reasonably certa in  tc meet this requirement Is to a l low P(1 for 

hot and cold water supply both outside b u l l i i n g s  and ins ide bu i ld in gs  that 

are not f i re-rated or w ith in  the f i r e - re s is t iv e  construction of f i re-rated 

b u i ld in g s .  No other new uses of p las t ic  pipe would be al lowed.

Parenthetical l y , there seems l i t t l e  reason to p roh ib i t  PB in exposed



Ic c i t iens  o f f it i *'>.i 1 ' l i »*. 5 as Hu? penetrations of

f i r e- res is tan t  cans fr:;< tiori are d< signed to mainta in the ra t ing  of that 

ccns t ru : t ion .  The state of in fom a t io n  on the impacts of th is  a l te rna t ive  

is genera l ly  the same as on those of the metal water pipe current ly  al lowed 

for these two uses. Although w i l l  c e r ta in ly  burn and metal w i l l  not, the 

add it iona l  r isk  of f i r e  spread appears m in ima l ,  as does that of snake 

t o x ic i t y .  Leachates from Pll have not been shown to he r is k - f ree ,  but 

neither have those from copper or ga lvanized s tee l .  Of the two p las t ic  

a 1ternat ives ,  PB is  somewhat less l i k e l y  to be a pub l ic  health hazard than 

CPVC, a l t h o ^ n  the re la t iv e  rat ings of P3, CPVC, copper, and galvanized 

steel w i l l  not he c lear  without further test ing (see Section V I ) .  PB is 

c le a r ly  a preferred m a te r ia l ,  from the worker safety and health v iewpoint ,  

compared both with metal systems and with p last ics  that require cementing.

Under the opt ion of d isa l low ing  current ly  allowed uses of p las t ic  p ipe ,  

any impacts of these mater ia ls  would disappear and those of metal systems 

reappear. The p o s s i b i l i t y  of permeation of water supply p ip ing  by organic 

contaminants would decrease to the extent that PVC and PC supply l ines  world 

be replaced by metal with Impermeable Joints (but even metal pipe Joints can 

be permeable) . Leachates from PVC and TB would be replaced by those from 

copper, with no c lear  Impact, pos it ive  or negative, on pub l ic  hea lth .  The 

metal p? pes would be somewhat more l i k e l y  to corrode 1 n so i l  than p las t ic  

(ga lvan ized ■steel 1s not recownended for bur led supply l i n e s ) .  Only small 

changes in  worker safety and health would resu l t  from the changes In water 

supply p ip in g .

Any major I nr. acts of d isa l low ing  current user, of p la s t ic  pipe would be 

associated with the widespread use of A35 (arid less widespread use of PVC) 

in DitV appl ic a f ions, r i r o  load and f i r e  spread would be reduced In 

rvsnfire-rated construction . It 1s probable that few f a t a l i t i e s  or l i t t l e  

property damage vault! be avoided by th is  act ion ,  hut both are possib le 

b e re f i t s .  Smok" toxins would a lso decrease somewhat, espec ia l ly  i f  PVC were 

replaced.  The decrease in plumber-' exposures to solvent cements would be 

o f fset  by increased work-related I n ju r ie s  from v/ork 1 ng with cast Iron and, 

to some extent,  with soldered jo in t s  *n copper CWV. Whether the net e f fect



on worker safety and health w.iuld h* pos it ive  or negative is d i f f i c u l t  to 

p red ic t ,  given the current laci of information on plumbers' exposures.

F i n a l l y ,  the a l te rna t ive  that would d isa l low  current uses of p las t ic  

would transfer some p ro f i t s  and jobs from the p las t ics  to the metal pipe 

indus tr ies .  Since large quant i t ies  of DWV are invo lved ,  these impacts would 

probably be greater than those for the prime pro ject a l te rna t ive  o f  a l low ing  

expanded uses of p las t ic  p ipe .  Houses could become more expensive, 

depending on the prices of cast i ron and copper, but probably not enough to 

s i g n i f i c a n t l y  a f fect  the demand for housing.

I n  s u m m a r y ,  the a l te rna t ive  o f  a p p r o v i n g  o n l y  t h e  e x p a n d e d  u s e s  o f  P B  

a p p e a r s  t o  p o s e  fewer e n v i r o n m e n t a l  r i s k s  t h a n  d o e s  t h e  f u l l  p r o p o s e d  

p r o j e c t  g i v e n  t h e  s t a t e  o f  c u r r e n t  I n f o r m a t i o n .  B e c a u s e  m e t a l  s y s t e m s  a l s o  

p o s e  s o m e  u n i q u e  r isks a n d  m a y  b e  c o m p a r a b l e  t o  p l a s t i c  s y s t e m s  i n  o t h e r  

r i s k  a r e a s ,  we a r e  n o t  p r e p a r e d  t o  s a y  t h a t  t h e  n o - p r o j e c t  a l t e r n a t i v e  o r  

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

e n v i r o n m e n t a l l y  p r e f e r a b l e  t o  t h e  p a r t i a l  a p p r o v a l  a l t e r n a t i v e ,  o r  e v e n  t o  
t h e  f u l l  p r o p o s e d  p r o j e c t .

•

0 . Cumulative and Long-Term Impl icat ions

I n c r e a s e d  use o f  p l a s t i c  p l u m b i n g  p i p e  c a n  c o n t r i b u t e  t o  c u m u l a t i v e  

e n v i r o n m e n t a l  i m p a c t s  i n  two w a y s .

F i r s t ,  t h e  s u m  o f  t h e  e n v i r o n m e n t a l  I m p a c t s  o f  p l a s t i c  p i p e  c o u l d  b e  

s i g n i f i c a n t  e v e n  w h e n  n o  o n e  I n d i v i d u a l  I m p a c t  1 s  d e e m e d  s i g n i f i c a n t .  I n  

t h e  c a s e  o f  p l a s t i c  p i p e ,  t h e  m o s t  p l a u s i b l e  e x a m p l e  1 $  f o r  t h e  v a r i o u s  

l e a c h a t e s  t h a t  c o u l d  e a c h  c o n t r i b u t e  t o  p u M I c  h e a l t h  I m p a c t s .  F o r  e x a m p l e ,  

n o  o n e  l c a c h a t * ?  m i g h t  r e a c h  t h e  l e v e l  o f  1 0 " ^  l i f e t l m o  r i s k  f o r  c a n c e r ,  

b u t  t h e  c u m u l a t i v e  r i s k  o f  a l l  l e a c h a t e s  a c t i n g  t o g e t h e r  m i g h t  e x c e c u  t h a t  

l e v e l .  G i v e n  t h e  c u r r e n t  u n c e r t a i n t i e s  a b o u t  t h e  p u b l i c  h e a l t h  I m p a c t s ,  

e s p e c i a l l y  t h o s e  c o n c e r n i n g  t h e  l o n g - t e r m  l e v e l s  o f  l e a c h a t e s  I n  d r i n k i n g  

w a t e r ,  we  a r e  u n a b l e  t o  d e t e r m i n e  w h e t h e r  t h e  c u m u l a t i v e  I m p a c t  i s



i * ; n i  M e a n t .  A s i m l a r  s i t - n t i V n  i s  ' w i n d  w i r >  w o r k e r  l e a l t h  i m p a c t s ,  w l e r e  

t i e  r i s k  o f  o n e  s > 1  v ? n t  11*.«;#;t i*<? i n a i  • g n i f l e a n * , b u t  t h i t  o f  two or n o r e  

• . c o l d  b e  s i g n i f i c a n t .  r r ; i r e  s a f e t y ,  M r  c u n i l . r . i  ve i m p a c t  o f  a l l  t h ?  

p r o p o s e d  n e w  u s e s  r o r  p i i M i e  p i p e  a : . *  l i k e l y  t o  b e  d o m i n a t e d  b y  t i c  n e , .  DWY 

u s e s ;  t f c  c o n t r i b u t i o n  o<  p i p e  i s  l i k c i y  t o  b e  n r g l  i g i b )  e .  Tlx? s a m e  i s  

t r u e  o f  s m o k e  t o x i c i t y ,  • ' i - . p t  t r o t  t h ?  c o m b i n e d  a f f e c t  o f  H C 1 ,  C O ,  a n d  

o t l i r  t o x i c a n t s  c o u l d  b e  s i g n i f i c a n t  e v e n  w l c n  t h ?  e f f e c t s  o f  a n y ’ o n e  a l o n e  
won? n o t .

0

A s e c o n d  i s s u e  o f  c u m u l a t i v e  i m p a c t  i s  t l i ?  q u e s t i o n  o f  w h e t h e r  t h e  

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

a c t i o n s  a n d  i n  t o t a l  c r e a t e  a  s i g n i f i c a n t  e f f e c t  c w n  t l c u g h  t h *  u s e  o f  

p l a s t i c  w a t e r  p i p e  ir> n o t  i t s e l f  s i g n i f i c a n t ,  we c a n  c o n s i d e r  t wo  l e w i s  o f  
c u m u i a t i v e  i m p a c t s :

* o f  c , P J n i J c ^ , i n( 1  e x i s t i n g  u s e  o f  p l a s t i c  p l u m b i n g

.  C o n t r i b u t i o n  o f  p l a s t i c  p l u m b i n g  p i p e  t o  t o t a l  u s e  o f  p l a s t i c  
-  p r o d u c t s .

As  h i s  b e e n  n . v . i *  d e a r  e a r l i e r ,  t i t  e x p a n d M  u s  s o f  p l a s t i c  p i p e  o t  

i n  m n y  w a y s  r a t  f t  r  s m a l l  ' n  c o m p a r i s o n  t o  e x i s t i n g  a p p r o v e d  u s e  o f  p l a s t i c  

p i p e .  M o s t  r : w  - a l i f u r n i a  l o u s e s  a r e  a l r e a d y  b e i n g  p i  u n b e d  w i t h  A O S  DWV i f  

t h V  a r e  n o t  f i r e - r a t e d ;  t h *  a d d i t i o n  o f  l O i  ( b y  w e i g h t )  m o r e  p l a s t i c  p i p e  

a s  i d  o r  ( l e s s  l i k e l v )  C P V C  w a t e r  p i p e  w i l l  t o  o f  l i t t l e  c o n s c q i e n c e  f o r  

f i t *  s a f e t y ,  e s p e c i a l l y  a s  w a t e r  j i p i n j  i s  l e s s  s e n s i t i v e .  T i e  i n c r e a s e  f o r  

p l a s t i c  P i r o  1 n  f i r e - r a t c l  e r n s t r j e t i o n ,  o f  c o u r s e ,  i s  t o t a l  s i n c e  n o  

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

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

S i m i l a r l y ,  t h *  c e m e n t i n g  o f  p l a s t i c  p o t a b l e  w a t e r  p i p e  1 s  p r o b a b l y  m u c h  l e s s  

o f  1 p r o b l e m  f o r  w i r k c r s  t h i n  t h ?  c o u n t i n g  o f  a l r e a d y  a p p r o v e d  A D S  PWY.

T i u s ,  t h e  g r e a t e s t  i s s u e  o f  c u m u l a t i v e  ‘ m p a c t  i n v o l v e s  p u b l i c  I r a l t h  

i m p a c t s ,  I n  w h i c h  p l a s t i ;  i n  r e s i d e n c e s  c a n  a d d  t o  p l a s t i c  1 n  p u b l i c  u t i l i t y  

d ’ S t n b u t l o n  s y s t e m ;  We: h i v e  n o  wa y  o f  e s t i m a t i n g  t h j  l e l a t l v ?  

c c i t r i b u t t o n  c f  e a c h  t a  t i e  t o t a l  h u u r d ,  a s  *h* " l u r c e  o f  contaminants



in tn*» watc f.'ippiv u ! m ir ing learn ing tests is  not known. Wo 

doubt that the jw:bin»rd effects of !i s t r ibu t ion  .ind res ident ia l  p ip in g  would 

bo s i g n i f i c a n t  i f  ne ither one alone wci", but we cinnot ru le  out th.it 

p o s s i b i l i t y .  S im i l a r l y ,  icnneat ion of p lasMc d i s t r i b u t io n  pipes by toxic 

substances is  more l i k e l y  than i t  is for res iden t ia l  p ip ing  systems, but the 

si gni f icance of c i t h e r ,  { n tenns of an overa l l  r isk assessment, w f ' l  nut be 

c le a r  for a long t ine .

w i t h  r e g a r d  t o  p l a s t i c s  i n  t o t . i l ,  t h e  e x p a n d e d  u s e s  o f ;  p l a s t i c  p i p e  

w i l l  b e  a r e l a t i v e l y  s n a i l  c o n t r i b u t i o n  i n  n o s t  r e s p e c t s .  P l a s t i c s  a r e  b y  

n o w e n d e m i c  i n  o u r  s o c i e t y ,  M o s t  o f  t h e  c o n t a m i n a n t s  o f  P V C  a n d  C P V C  t h a t  

c o u l d  b e  p u b l i c  h e a l t h  h a z a r d s  w i l l  b e  i n g e s t e d  i n  m u c h  g r e a t e r  q u a n t i t i e s  

f r o m  e t h e r  P V C  p r o d u c t s  s u c h  a s  f o o d  c o n t a i n e r s  o r ,  i n  t h e  c a s e  o f  s o m e  o f  

t h e  c h i  o r  n a t e d  u e t h a n e s ,  s i m p l y  f r o m  w a s t e  p r o d u c t s  r e a c h i n g  t h e  ra w w a t e r  

s u p p l y .  T h o s e  f r c m  P 3  a n d  PP. art* s i m i l a r  t o  t h o s e  frorr.  P E  f o o d  c o n t a c t  

m a t e r i a l s .  I f  p l a s t i c i z c r s  d o  c o n t a m i n a t e  p l a s t i c  p i p e ,  t h e y  w i l l  s t i l l  d o  

s o  a t  m u c h  l o w e r  l e v e l s  t h a n  t h e y  d o  I n  a n y  n u m b e r  o f  p l a s t i c i z e d  p r o d u c t s  

t o  w j i i c h  p e o p l e  a i e ' r e g u l a r l y  e / . p o t e d ,  s u c h  a s  f l e x i b l e  v i n y l  u p h o l s t e r y  

( w h e r e  t h e y  w o u l d  y i e l d  i n h a l a t i o n  r a t h e r  t h a n  I n g e s t i o n  e x p o s u r e s ) .  P u t  

e q u a l l y  d e a r l y ,  p l a s t i c  p i p e  d o e s  c o n t r i b u t e  t o  t h e  t o t a l  l o a d  o f  

p l a s t i c - r e l a t e d  h a z a r d s  i n  C a l i f c r n 1 a - - f o r  e x a m p l e ,  t o  t h e  t o t a l  o f  a l l  

c o m b u s t i b l e  p l a s t i  s I n  r e s i d e n c e s .  T h e  h a z a r d s  f n a n  t h e  t o t a l  u s e  o f  

p l a s t i c s  a r e  u n d o u b t e d l y  a p p r e c i a b l e ,  e v e n  t h o u g h  n e a r l y  i m p o s s i b l e  t o  

e s t i m a t e .  W h e t h e r  o r  n o t  t h e y  a r c  g r e a t e r  o r  l e s s  t h a n  t h e  h a z a r d s  o f  t h e  

m a t e r i a l s  t h e y  r e p l a c e  i s  p e r h a p s  e v e n  m o r e  d i f f i c u l t  t o  s t a t e ,  / b o u t  a l l  

t h a t  c a n  b e  s a i d  i s  t h a t  p l a s t i c  p i p e  I *  n o t  a n  u n u s u a l l y  p r o m i n e n t  o r  

s p e c i a l  c a s e  a m o n g  p l a s t i c s  »n g e n e r a l .

C E Q A  a l s o  r e q u i r e s  a n  a s s e s s m e n t  o f  w h e t h e r  l o n g - t e r m  e n v i r o n m e n t a l  

c o s t s  w i l l  b e  i n c u r r e d  a s  i  t c s u l t  o f  s h o r t - t e r m  e c o n o m i c  o r  o t h e r  

b e n e f i t s .  C e r t a i n l y ,  a n y  l u b l i c  h e a l t h  i m p a c t s  o f  p l a s t i c  p i p e  t h a t  d o  

o : c u -  w i l l  p r o b a b l y  l»e d e l a y e d  f o r  d e c a d e s ,  a s  w i l l  s e m e  o f  t h e  w o r k e r  

h e a l t h  o r  s m o k e  t o x i c i t y  i m p a c t s .  H o w e v e r ,  fo r  t h e  p u r p o s e  o f  d e t e r m i n i n g  

t h e  I ' n v l r o r . T . e n t a !  c o n s e q u e n c e s  " f  t K o  e x p a n d e d  u s e s  c f  p l a s t i c  p i p e ,  t h o s e

M 1



should he counted . r  • urr-"t impacts. and no *: discruntod 1f> comp.i r*i son v# i th 

current Irene f i t s .  J" Relievo a t ,  wh; ji i t  is viewed from th is  perspect ive , 

th is  C.EQA issue is ir roV jvant to the decis ion i t  hard.

f .  f . i g u i  f i c a n t  I r r o y o r s i M  i? C h i n e e s

C £ ? A  o l s o  r e w i r e s  a n  a s s e s s m e n t  o f  e n v i r o n m e n t a l  c h a n g e s  o r  

c ; . s u m p t i o n  o f  r c s o u * c o s  t h a t  w o u l d  h e  p e r m a n e n t  a n d  i r r e v c r s f b l o .  f o r  

e x a m p l e ,  t h e  m i : i i »••• o f  a  m o u n t a i n  i s  a n  e s s e n t i a l l y  i r r e v e r s i b l e  i m p a c t ,  

w h e r e a s  m o s t  a i r  p o l l ' i ’ a n t s  a n d  t h e i r  i m p a c t s  w o u l d  d i s a p p e a r  o n c e  t h e  

s o u r c *  o f  p o l l u t i o n  i s  i c r . o v e d .

I n  t h e  c a s e  o f  t h e  e x p a n d e d  u s ?  o f  p l a s t i c  p ’ u - h i n g  p i p e ,  t h e r e  w o u l d  

b e  a s m a l l  p e r m a n e n t  c o m m i t m e n t  o f  p e t r o l e u m  r e s o u r c e s  ( b u t  n o t  o t h e r  e n e r g y  

s o u r c e s )  t o  t h e  m a n u f a c t u r e  o f  t h e  p i p e  c o n s t i t u e n t s .  T o t a l  e n e r g y  

r e s o u r c e s  w o u l d  b e  c o n s e r v e d  t o  a  s l i g h t  d e g r e e .  I f  a n y  d e a t h s  o c c u r r e d  a s  

i r e s u l t  o f  d i s e a s e s  c a u s e d  b y  l e a c h a t e s  o r  o c c u p a t i o n a l  e x p o s u r e s ,  c r  f r o m  

f i r e  o r  s m o k e  t a x i  c i t y ,  t h e y . w o u l d  a l s o  b e  i r r e v e r s i b l e .  I f  p l a s t i c  p i p e  

w e r e  l a t e r  d i s a p p r o v e ! ,  t h e ’ o c c u r r e n c e  o f  row f a t a l i t y  w o u l d  g r a d u a l l y  

d i s a p p e a r .  S o m e  o» t h e  l e a c h a t e s  f r o m  p l a s t i c  r i p e  a r e  m u t a g e n s  a n d  s e m e  

f i l i a t i o n s  o n  h e  h r r i t a h ' ? .  T h u s ,  . t  i s  p c s s i h ’ e  t h a t  a h c r i  t a b l e - - a n d  m o r e  

l i k e l y  t h a n  n o t  a d v e r s e - - m u t a t i o n  c o u l d  p e r s i s t  i n  t h e  p o p u l a t i o n  a s  a 

r e s u l t  o f  d r i n k i n u  f r o m  p l a s t i c  w a t c -  p i p e s .  N e i t h e r  t h e  s p e c i f i c s  o f  t h e  

l e d w h a t e ;  i n  w a t e r  •v n  p l a s t i c  p i p e  n o r  t h e  o v e r a l l  s t a t e  o f  t h e  a r t  o f  

g e n e t i c  r i s k  a ' . T e n t  a l l o w s  a n  e v a l u a t i o n  o f  t h i s  p o s s i b i l i t y  a t  

p r e s e n t .  I f  t h e  - ' M p a c t s  i f  p l a s t ’ c  p i p e  e v e n t u a l l y  w e r e  j u d g e d  

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

d e c l i n e d  b y  t h a t  * . i r » t o  t h e  p o i n t  a t  w h ' c h  i t  w o u l d  p r o v e  d i f f i c u l t  t o  

r e v i v e ,  b u t  t h a t  p o s s i b i l i t y  i s  a l s o  e x t r e m e l y  s p e c u l a t i v e .  O v e r a l l ,  we 

t c l i e ’a* t h a t  t h e  r e v e r s i b i l i t y  o f  t h e  i m r n r t s  I s  n o t  a s  I m p o r t a n t  a n  I s s u e  

t o  r e s o l v e  a s  t h e  m a g n i t u d e  a n d  s i g n i f i c a n c e  o f ’ c u r r e n t  i m p a c t s .
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F. Growth-Induei"J Irraotr.

C a l i f o r n i a ' s  ’ - i on i r. projected to increase f . m  the 1900 total cf 

22.0 m i l l i o n  noonle ‘a 29.9 n i l  l i o n  'ay 1905 and to 27.9 m i l l i o n  by 1990 

(C a l i f o rn ia  Department of Finane**, 19.01). The proDorod code change Is  not 

l i k e l y  to s i g n i f ' . a r t ly  affo-.t t ins forecast population growth for the 

fo l low ing  reasons. ' i* 'St .  the reduction in  the cost of housing construction 

that would rer/ i l f f i rm ; :e o f  the nowlj permitted p last ics  in  place of 

current ly  approved intrr 1 i r,g rater I a'l s i s  so srmll that i t  would have 

v i r t u a l l v  no effect on the sales price or rent of dwe l l ing  un its  in the 

state. There fore ,  there w i l l  be no change in the demand for housing and 

consequently no add it iona l  in-mig*-at.ion of residents who would be attracted 

by a drop in  the price of housing. cecond, the plumbing material  

subst i tut ions that are l i k e l y  to resu lt  from the proposed code change would 

not s i g n i f i c a n t l y  a f fect  employment opportun it ies in the state and so would 

not a f fec t  the in-migrat ion and cut-m1grntion forecasts.  Nor would e i the r  

housing pr ices or employment opportun it ies s i g n i f i c a n t l y  a f fect  sh irks in 

populat ion from one part o f C a l i fo rn ia  to another.



Bill No. House B i l l  308

Title "An Act r e la t in g  to the Plumbing Code."

Date January 26, 1984

Contact: Eileen Plate
465-2700 
Bob Eacolas 
465-4870

Every three years ,  the Internat iona l  Association of Plumbing and 
Mechanical O f f i c i a l s  revises i t s  minimum standards fo r  the i n s t a l l a ­
t ion  of plumbing to incorporate technologica l advances. The 1982 code 
described in th is  b i l l  i s  the most recent e f fo r t  in  th is  regard .  The 
1979 code presently in  effect for the State of Aloska i s  therefore 
outdated and w i l l  not be repr inted by the Internat iona l  Association of 
Plumbing and Mechanical O f f i c i a l s .

Adoption of the 1982 Uniform Plumbing Code would br ing  Alaska's minimum 
standards into conformity with those commonly accepted and used by 
industry across the na t ion .  The la tes t  ed i t io n  of the Uniform Plumbing 
Code is  also commonly adopted by p o l i t i c a l  subd iv is ions in the state as 
the minimum standards enforced under t h e i r  b u i ld in g  inspection programs.

Since the time the 1982 code was adopted by the Internat iona l  Associa­
t ion  of Plumbing and Mechanical O f f i c i a l s ,  a number of water q u a l i t y ,  
w irker safety and f i r e  safety questions have been posed n a t io n a l l y  
ccncerning 1982 code provis ions which permit the use of p las t ic  pipe 
(section 401 of chapter 4 dea l ing  with drainage systems and section 
1004 of chapter 10 dea l ing with water d i s t r i b u t i o n ) .  This concern 
also ex ists in Alaska,  and no doubt w i l l  be brought out in the hearings 
on House B i l l  No. 508. Although the Department supports adoption of 
the 1982 code at th is  t ime ,  should i t  be determined in the course of 
the hearings that there are compel l ing reasons to p roh ib i t  the use of 
p las t ic  p ipe ,  we would not have any strong object ion to the spec i f ic  
questioned sections being excluded from the State's minimum plumbing 
standards.

House B i l l  No. 508 would not have any f isca l  impact on the Department 
of Labor.

of J.flhrtr

APPROVED:

1 /



United Association of Journeymen and Apprentices of the 
Plumbing and Pipe Fitting Industry t S I j I c n

('«»•!• v %{,| I,; jo u r n c t in t 'n  j i i J  I.CKTAI. N O . 375 s t r e e t  a d d r e s s  3568 Geraghty Streat
Jl'p.Wi . i1* ••.hw iuvc |ini>Jic!ion

•nci nt.civliu! Ihtfpluinhing ,
. . . J I . I I . . K nubstrv tin. s t a t e ,  z i p  Fairbanks, Alaska 99701

si e j e c t  m a t t e r  Proposed Substitute for HB 508 d a t e  January 26, 1984

The Honorable Niilo Koponen 
House of Representatives 
State Capitol 
Pouch V
Juneau, Alaska 99811 (Mail Stop 3100)

Dwight Perkins 
245 Marine Way #7 
Juneau, Alaska 99801

Dear Niilo and Dwight:

I am enclosing the proposed substitute for HB 508 which has been 
drafted in legislative form by Art Robson, our house counsel. I am 
sending a copy of this letter to our legislative friends so that 
they will know what is occurring.

After Senator Vic Fischer advised us of the pendency of this bill, 
Art got together with Dwight Perkins to see what had been done 
e]sewhere. They extracted the modifications which were made by the 
Municipality of Anchorage and those are the modifications made in 
the proposed substitute bill. This may not be exactly the way we 
would have done it, but with Anchorage already having thoroughly 
debated the matter and adopted the new Uniform Plumbing Code in this 
form, we feel the interests of uniformity require that we all go 
together so that the State adopts it in the same form. Adoption in 
this form will take care of all our concerns and fears.

I understand there is a possibility that Rick Eliason will introduce 
this form in the senate so that it can proceed in both houses 
simultaneously.

We back this substitute one hundred percent and we hope that our 
legislative friends will do likewise. I hope to be in Juneau 
personally later on in the session to get together with everyone on

MAKTIV > WARD JOSE I’ll  A. WALSH MARVIN J. BOKDF. CHARLES i IIADIG
G en era l P 'e y i i i ' i i t  G en era l S e e re lu n -T r e a s ta e r  A > ,i \r a in  G en era l 1‘re ii i le n l A n  I. G en era l S ecre ia rv -T rea \i:rer

Letters should 
be confined lo  
one subject



T h e  H o n o r a b l e  N i i l o  K o p o n e n  

D w i g h t  P e r k i n s  
P a g e  2
J a n u a r y  26, 1 9 8 4

t h i s ,  t h e  n a t u r a l  g a s  p i p e l i n e  p r o p o s a l s ,  a n d  o t h e r  m a t t e r s  t h a t

e f f e c t  t h e  w o r k  l i f e  o f  o u r  m e m b e r s .

M y  t h a n k s  f o r  a l l  y o u r  h e l p .

S i n c e r e l y  y o u r s ,

J. L. A R S E N A U L T ,  B u s i n e s s  M a n a g e r

F i n a n c i a l  S e c r e t a r y  - T r e a s u r e r
U . A .  L o c a l  3 7 5

C L M

E n c l o s u r e

c . c .  T h e  H o n o r a b l e  D o n  B e n n e t t

T h e  H o n o r a b l e  R i c h a r d  E l i a s o n  

T h e  H o n o r a b l e  B e t t v e  F a h r e n k a m p  
T h e  H o n o r a b l e  V i c  F i s c h e r  
T h e  H o n o r a b l e  J o e  J o s e p h s o n  
T h e  H o n o r a b l e  J a y  K e r t t u l a  

T h e  H o n o r a b l e  H. P a p p y  M o s s  
T h e  H o n o r a b l e  P a t  R c d e y  
T h e  H o n o r a b l e  B o b  B e t t i s w o r t h  
T h e  H o n o r a b l e  D o n  C l o c k s i n  

T h e  H o n o r a b l e  M i k e  D a v i s  
T h e  H o n o r a b l e  J'S'n L u n c a n  
T h e  H o n o r a b l e  We F u r n a c e  
T h e  H o n o r a b l e  Roi Id L. L a r s o n  
T h e  H o n o r a b 1e H u g h  M a l o n e  

T h e  Ho no ra b jL c M i k e  M. M i l l e r  
T h e  H o n o r a b l e  M i k e  W. M i l l e r  

T h e  H o n o r a b l e  J o h n  R i n g s t a d  
T h e  H o n o r a b l e  R i c h a r d  S h u l t z  
T h e  H o n o r a b l e  M i k e  S z y m a n s k i
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W H A T  T H I S  B R I E F  IS

T h i s  b r i e f  is a n  e x p l o r a t i o n  o f  t h e  i s s u e s  w h i c h  u n d c r l y  

t h e  u s e  o f p l a s t i c  p i p e  i n c o n s t r u c t i o n ,  a s  w e l l  a s  t h e  r e a s o n i n g  

b e h i n d  t h e  S t a t e  c o d e  w h i c h  l i m i t s  i t s  u s e  t o  c e r t a i n  t y p e  b u i l d ­

i n g  p r o j e c t s .

^ I S S U E S  A D D R E S S E D  '

T h e  ise o f  p l a s t i c  p i p e ,  w h e t h e r  " P . B . " ,  " P . V . C . " ,  o r  

a s b e s t o s  c e m e n t  p r e s s u r e  p i p i n g ,  p r e s e n t s  t h e  f o l l o w i n g  p r o b l e m s :

1. D u r a b i l i t y ;

2. T h a w  a b i l i t y  in A r c t i c  r e g i o n s ;

3. F i r e  h a z a r d s  ( b o t h  c o m b u s t i b i l i t y  a n d  g a s e s  r e ­

l e a s e d  u p o n  c o m b u s t i o n ) ;

4. U s e  o f  t h e  w a t e r  s y s t e m  a s  t h e  e l e c t r i c a l  " g r o u n d " ;

5. P e r m e a b i l i t y ;  a n d

6. W o r k e r  s a f e t y .

B A C K G R O U N D

T h e  I n t e r n a t i o n a l  A s s o c i a t i o n  o f  P l u m b i n g  a n d  M e c h a n i c a l  

O f f i c i a l s  is a n  o r g a n i z a t i o n  c o m p o s e d  o f  r e p r e s e n t a t i v e s  o f  

b u i l d i n g  i n s p e c t i o n  d e p a r t m e n t s  f o r  g o v e r n m e n t a l  b o d i e s .  It m e e t s  

in t h e  U n i t e d  S t a t e s  in  a n n u a l  c o n v e n t i o n  a n d  o n  e v e r /  t h i r d  y e a r ,  

it a d o p t s  a " U n i f o r m  P l u m b i n g  C o d e " .  U p  u n t i l  1 9 8 2 ,  a l l  s u c h  

c o d e -1 h a d  e x p r e s s l y  f o r b i d d e n  t h e  u s e  o f  a s b e s t o s  c e m e n t  p r e s s u r e  

p i p i n g  ar.d l i m i t e d  t h e  u s e  o f  P . B .  a n d  P . V . C .  p i p i n g  t o  r e s i d e n -  

t i a l  c o n s t r u c t i o r  n o t  i n  e x c e s s  o f  t w o  s t o r i e s .

I n  1 9 8 2 ,  t h e  I n t e r n a t i o n a l  A s s o c i a t i o n  o f  P l u m b i n g  a n d  

M e c h a n i c a l  O f f i c i a l s  a d o p t e d  a p l u m b i n g  c o d e  w h i c h  p e r m i t t e d  t h e  

u s e  o f  P. B.  p i p e  in h o t  w a t e r  s u p p l y ,  o f  P . B .  a n d  P . V . C .  p i p e  in  

c o l d  w a t e r  s u p p l y ,  a n d  o f  P . B . ,  P . V . C . ,  a n d  a s b e s t o s  c e m e n t

p r e s s u r e  p i p i n g  in  v e n t i n g  a n d  d r a i n a g e .  A  b r i e f  s y n o p s i s  o f  t h e  

a d o p t i o n  a n d  l o b b y i n g  o f f o r t g  w i l l  b o  f o u n d  i n  t h e  C a l i f o r n i a  

L e g i s l a t u r e ' s  s u m m a r y  o f  a c a s e  b y  t h e  C a l i f o r n i a  D e p a r t m e n t  o f  

C o n s u m e r  A f f a i r s  a n d  o t h e r s  a g a i n s t  t h e  I n t e r n a t i o n a l  A s s o c i a t i o n .
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T h i s  i s  m a r k e d  E x h i b i t  " A"  a n d  a t t a c h e d  h e r e t o .  F o r t h w i t h  u p o n  

p r o c u r i n g  t h i s  a d o p t i o n ,  t h e r e  w a s  i n t r o d u c e d  i n  A l a s k a  a n d  t h e  

o t h e r  4 9  o f  t h e  U n i t e d  S t a t e s ,  l e g i s l a t i o n  t o  c h a n g e  t h e  S t a t e  

a d o p t e d  b u i l d i n g  c o d e s  t o  t h e  n e w l y  a d o p t e d  1 9 8 2  " U n i f o r m  P l u m b i n g  

C o d e " .  I n  A l a s k a ,  t h i s  w a s  S e n a t e  B i l l  2 1 4 ,  w h i c h  d i d  n o t  p a s s  

a n d  w h i c h  w a s  s u p p o r t e d  b y  S h e l l  O i l  t o  t h e  t u n e  o f  $ 7 5 , 0 0 0  d u r i n g  

t h e  l a s t  s e s s i o n  in J u n e a u .  I t  w o u l d  h a v e  a m e n d e d  A S  1 8 . 6 0 . 7 0 5  

a n d  A S  1 8 . 6 0 . 7 4 0 ( 1 )  t o  a d o p t  t h e  1 9 8 2  " U n i f o r m  P l u m b i n g  C o d e " .

T h e  s a l i e n t  p o r t i o n  o f  t h i s  b a c k g r o u n d  h i s t o r y  is t h a t  

t h e  S t a t e  L e g i s l a t u r e  h a s  c o n s i d e r e d  a n d  n o t  a d o p t e d  t h e  p l a s t i c  

p i p e  s t a n d a r d s .  T h e  p r o p o n e n t s  ( m a n u f a c t u r e r s  o f  p l a s t i c  p i p e )  

h a v e  c o n s i s t e n t l y  m a d e  t h e  p o i n t  t h a t  p l a s t i c  p i p e  c o s t s  l e s s  t h a n  

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

T h e s e  p o i n t s  h a v e  m a d e  t h e  c o n t r a c t o r s  e a g e r  t o  b i d  a n d  c o n s t r u c t  

j o b s  u s i n g  p l a s t i c  p i p e ,  t h e r e b y  b e i n g  a b l e  t o  u n d e r b i d  t h o s e  

c o n t r a c t o r s  w h o  s t i c k  w i t h  t h e  S t a t e  b u i l d i n g  c o d e s .

A  D I S C U S S I O N  O F  T H E  I S S U E S

I .

. D U R A B I L I T Y

T h e  m o s t  o b v i o u s  d i f f e r e n c e  b e t w e e n  o l a s t i c  a n d  m e t a l  

p i p e  i s  d u r a b i l i t y .  S o m e  o f  A l a s k a  i s  e a r t h q u a k e  p r o n e  a n d  h e n c e  

d u r a b i l i t y  c a n  b e  q u i t e  i m p o r t a n t .  In  c o n s t r u c t i o n  o f  l a r g e  

r e s i d e n t i a l  b u i l d i n g s  a n d  c o m m e r c i a l  b u i l d i n g s ,  t h e  i n c r e a s e d  

u s a g e  m a k e s  d u r a b i l i t y  i m p o r t a n t .  T h i s  i s s u e  h a s  t h e  a d v a n t a g e  o f  

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

a n d  i t s  q u a l i t i e s  a r e  a p p a r e n t  t o  a l l ,  a n d  a c o m p a r i s o n  w i t h  t h e  

q u a l i t i e s  o f  p l a s t i c ,  p a r t i c u l a r l y  i n  t e m p e r a t u r e  e x t r e m e s  s u c h  a s  

e x p e r i e n c e d  in F a i r b a n k s ,  n e e d s  n o  f u r t h e r  a m p l i f i c a t i o n .

II.

Tf.AW A B I L I T Y  IN A R C T I C  R E G I O N S

T h i s  i s s u e  is a l s o  o n e  w h i c h  n e e d s  l i t t l e  a m p l i f i c a t i o n .  

F a i r b a n k s  is e x p o s e d  t o  c o l d  t e m p e r a t u r e s .  C o l d  t e m p e r a t u r e s
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s o m e t i m e s  c a u s e  p i p e s  t o  f r e e z e .  T h e  c o m m o n  m e t h o d s  o f  t h a w i n q  

p i p e s  a r e  (a) t h e  u s e  o f  p r o p a n e  t o r c h e s ,  (b\ t h e  u s e  o f  s t e a m ,  

a n d  (c) t h e  u s e  o f  q l a m p  o n  e l e c t r i c a l  g e n e r a t o r s .  N o n e  o f  t h e s e  

c a n  b e  u s e d  o n  p l a s t i c  p i p e .  In  a n y  i n s t a l l a t i o n  w h e r e  t h e  

f r e e z i n g  o f  a p i p e  r e p r e s e n t s  a d a n g e r  t o  e i t h e r  a c o n s i d e r a b l e  

i n v e s t m e n t  o r  a l a r g e  n u m b e r  o f  p e o p l e ,  t h e  a b i l i t y  t o  t h a w  is 

i m p o r t a n t .

I I I .

' ' T H E  E F F E C T S  O F  F I R E  

T h e  " U n i f o r m  B u i l d i n g  C o d e "  f r o m  1 9 7 9  a n d  a l l  p r i o r  

c o d e s  p e r m i t t e d  p l a s t i c  p i p e  o n l y  w h e r e  " c o m b u s t i b l e  c o n s t r u c t i o n  

i s  a l l o w e d " .  T h e  1 9 8 2  c o d e  m a k e s  n o  s u c h  r e s t r i c t i o n .  T h e  

p r o b l e m s  i n  t h i s  a r e a  a r e  t w o f o l d .  F i r s t ,  p l a s t i c  p i p e  w i l l  b u r n .  

I n  b u r n i n g ,  t h e  p l a s t i c  p i p e s  m a k e s  i t s e l f  u s e l e s s  a s  a p i p e  a n d  

h e n c e  t e r m i n a t e s  t h e  w a t e r  s u p p l y  w h i c h  is o f t e n  n e c e s s a r y  t o  

f i g h t  a f i r e .  A d d i t i o n a l l y ,  t h e  b u r n i n g  o f  t h e  p i p e  g e n e r a t e s  

g a s e s .  T h e s e  a r e  f u r t h e r  d i s c u s s e d  u n d e r  t h e  i s s u e  o f  p e r m e a b i l ­

i t y  a n d  w o r k e r  s a f e t y .  T h e y  r a n g e  f r o m  c a r c i n o g e n s  t o  k n o w n  t o x i c  

s u b s t a n c e s  a n d  e a c h  s u c h  g a s  r e q u i r e s  a m a t e r i a l  s a f e t y  d a t a  

s h e e t .  T h e s e  sheetsi r e v e a l  t h e  i n d i v i d u a l  p r o b l e m s  w i t h  e a c h  s u c h  

g a s .

IV.

/ '"G RO UND ING "
- - •

M o s t  m o d e r n  c o n s t r u c t i o n  i n v o l v e s  e l e c t r i c i t y .  E l e c ­

t r i c i t y  p r e s e n t s  t h e  p r o b l e m  o f  s h o r t  c i r c u i t s .  A l m o s t  a l l  

c o m m u n i c a t i o n s  t h a t  u s e  e l e c t r i c i t y  r e q u i r e  a d d i t i o n a l  g r o u n d i n g .  

T r a d i t i o n a l l y ,  t h i s  g r o u n d i n g  is d o n e  t h r o u g h  t h e  w a t e r  s y s t e m  in 

a  b u i l d i n g .  I n  a p l a s t i c  p i p e s  w a t e r  s y s t e m ,  t h e r e  is n o  r e a d i l y  

a v a i l a b l e  g r o u n d .  I f  t h e  w a t e r  h a s  s u f f i c i e n t  m i n e r a l  c o n t e n t  a n d  

if  t h e  g r o u n d s  a r e  i n s e r t e d  t h r o u g h  t h e  p i p e ,  a d e q u a t e  g r o u n d i n g  

m a y  o c c t r .  O t h o r w i u o ,  t h o  d e f e n n o  a g a i n u t  e l e c t r i c a l  ac ci de n t ; ,  

a n d  f i r e s  i s  w o r t h l e s s  i n a p l a s t i c  p i p e d  b u i l d i n g .
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V.

—  P E R M E A B I L I T Y

T h e  i s s u e  o f  p e r m e a b i l i t y  i n v o l v e s  p e t r o l e u m  p r o d u c t s ,  §j

p e s t i c i d e s ,  a n d  k i t c h e n ,  b a t h  a n d  w o r k s h o p  c h e m i c a l s .  Th.’s is jj

e x p l o r e d  a t  g r e a t  l e n g t h  i n  t h e  s u m m a r y  o f  t h e  C a l i f o r n i a  D e p a r t -  |

m e n t  o f  C o n s u m e r  A f f a i r s  l a w s u i t  a t t a c h e d  a s  E x h i b i t  "A" a n d  t h e  

d o c u m e n t s  f o r  S u b c o m m i t t e e  #1 o n  H e a l t h  a n d  W e l f a r e  O v e r s i g h t  

H e a r i n g  o n  P l a s t i c  P i p e  o f  t h e  C a l i f o r n i a  L e g i s l a t u r e ;  t h e s e  b e i n g  

a t t a c h e d - h e r e t o  a n d  m a r k e d  E x h i b i t  " B " . S u f f i c e  i t  t o  sa y,  t h e  |

c h e m i c a l  d a n g e r s  h e r e  i n v o l v e  1, 2 D i c h l o v o p r o p a n e ;  1, 1, 1

T r i c h l o r o e t h a n e ? T r i c h l o r o e t h y l e n e ; 1, 1 D i c h l o r o e t h a n e ; 1, 1

D i c h l o r o e t h y l e n e ; E t h y l o x i r a n e ;  B e n z e n e ;  M e t h y l p y r o l e ; B u t a n e ;  

T o l u e n e ;  X y l e n e s ;  T r i m e t h y l b e n z e n e s ; T e t r a m e t h y I b e n z e n e s ; 

E t h y l b e n z e n e ;  C h l o r o f o r m ;  a n d  L i n d a n e .  T h e  s a f e t y  a n d  h e a l t h  ;

i s s u e  h e r e  is s e l f  e v i d e n t .

VI.

“W O R K E R  S A F E T Y  I

T h e  r e a s o n  f o r  t h e  i n t e r e s t  o f  t h e  a m i c u s  c u r i a e  in t h i s  

a c t i o n  f l o w s  f r o m  t h e  e x p o s u r e  o f  m e m b e r s  o f  t h e  u n i o n  t o  t h e  

h a z a r d o u s  m a t e r i a l s  i n v o l v e d  in a s s e m b l i n g  t h e  p l a s t i c  p i p e .

A s s e m b l a g e  in  s m a l l  c o n s t r u c t i o n  q u a n t i t i e s  s u c h  a s  

r e s i d e n t i a l  h o u s i n g ,  e t c . ,  d o  n o t  n o r m a l l y  b r i n g  a n  e x p e r i e n c e d  

i n s t a l l e r  b e y o n d  t h e  d a n g e x - o u s l y  t o x i c  l e v e l s  frf e x p o s u r e  t c  t h e  . 

B e n z e n e ,  C h l o r o f o r m  a n d  k i n d r e d  " g l u e ”. O n  l a r g e r  p r o j e c t s ,  t h e  

t i m e  s p e n t  o n  t h i s  a s s e m b l a g e  p u t s  w o r k e r s  b e y o n d  t h e  s a f e  l i m i t  

o f  s u c h  e x p o s u r e  a n d  i n  e f f e c t  f o r c e s  h i m  t o  " s n i f f  g l u e " .

B e c a u s e  t h e  d a m a g e  f r o m  t h e s e  c h e m i c a l s  is p e r m a n e n t  a n d  

i r r e v e r s i b l e ,  t h e  U n i t e d  A s s o c i a t i o n  a n d  i t s  m e m b e r s  s t r e n u o u s l y  

o b j e c t  t o  t h e  c u r r e n t  s t a t e  o f  t h e  a r t  p r o c e s s  f o r  a s s e m b l i n g  

p l a s t i c  p i p e .  " -
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MEMORANDUM

TO: Representative John Cowdery, Chairman
House Labor and Commerce Committee

FROM: Susan Brody, Director

RE: Adoption of Uniform Plumbing Code, 1982 Version
Research Request 84-18

Ken Johnson of your s ta f f  requested information about adoption of the 
1982 version of the Uniform Plumbing Code. S pec i f i c a l l y ,  he asked us 
to survey selected m um c ip a l i t ie s  in the state io r ind out i f  they had 
adopted the 1982 version of the code, with or without amendments. Hie 
was pa r t ic u la r ly  interested in sections 4,5 and 10 of the code. Kern 
also asked us to f ind out which other western states have adopted tine 
1982 version of the code.

Adoption of the Code in  Alaska

Within the time ava i lab le  to complete th is  request, we were able to
survey the fo l low ing  seven m un ic ip a l i t ie s :  Anchorage, Bethel ,  F a i r ­
banks, Juneau, Kenai , Ketchikan and S itka .  Our f ind ings are summarized
below.

Anchorage has adopted the 1982 version of the Uniform Plumbing Code. 
However, a number of amendments were made when i t  was adopted, inc lud ing  
changes to the fo l low ing  sections: 401(a) ,  503(a) ,  506(b) ,  5 06 ( f ) ,
1003(k ) ,  1004(a) , 1004(e) , and 1007(e), In add i t ion ,  two new sections
were added— 1010 and 1011. Some of the sections noted above de<al 
s p e c i f ic a l l y  with the use of ABS, PVC and PB pipe.

Bethel has not adopted the Uniform Plumbing Code. According to p l a n ­
ning d i rector  Tony S t i g a l l ,  the c i ty  has a study underway current ly  
to consider the possib le adoption of a number of codes, inc lud ing bhe 
plumbing code.

Fairbanks is  current ly in the process of adopting the 1982 version of 
the code; a hearing is  scheduled be fo r 7 the c i ty  counci l in February. 
Amendments are being considered to sections 1002(d) , 1004(a) , 1007(ie) 
and 1008(e).

MYyTi t  * 1 . v - •: v •
-segi
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Juneau has adopted the 1982 version of the Uniform Plumbing Code with 
amendments to the fo l low ing  provisions in sections 4,5 and 10: 401(a) ,  
505(a) ,  506(c) ,  506 ( f ) ,  1004(a) , and 1007(e). See Attachment A for a 
copy of Juneau's amendments.

Kenai adopted the 1982 version of the Uniform Plumbing Code in March 
of 1983; apparently no changes were made to sections 4 ,5  and 10.

Ketchikan has not yet adopted the 1982 version of the code. According 
to Steve Elenberger, the bu i ld in g  inspector,  the c i ty  i s  wa it ing  for 
the State to adopt the 1982 version before they proceed with adoption.

Sitka has adopted the 1982 version of the code. The code was adopted 
in  i t s  ent irety with no amendments.

Adoption of the Code in Other Western States

i was not aoie to ootain a comprehensive l i s t i n g  of a l l  other states 
which have adopted the 1982 version of the Uniform Plumbing Code. I
ca l led  a number of sources which only had incomplete or out-of-date
information.  However, Tom Higham with the Internat iona l  Association
of Plumbing and Mechanical O f f i c i a l s ,  informed me that ,  to the best
of his knowledge, the fo l low ing  western states have adopted the 1982 
vers ion : C a l i f o r n i a , Colorado, Hawai i , Idaho, Montana, New Mexico and 
Utah. He also mentioned that Oregon is  current ly  in the process of 
adopting the code.

Mr. Higham pointed out that not a l l  states choose to adopt the Uniform 
Plumbing Code at the state l e ve l .  Instead, they leave adoption to 
local county and c ity  governments. For example, Arizona and Wyoming 
are two western states which take th is  approach.

* * * * *

I am sorry I was unable tc provide more complete information . I hope 
th is  information is useful to the committee.



c

I

c

hfachw eni A

( i ifw  o f  J h h w m  ,  Unujtrrm rUmbin^
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PLUMBING CODE '  *

t h i s  s e c t i o n ,  s u b j e c t  o n l y  t o  t h e  f o l l o w i n g  e n u m e r a t e d  a d d i ­
t i o n s , ,  d e l e t i o n s  and c h a n g e s :

( 1 )  D e l e t e  S e c t i o n  103 .

( Z )  D e l e t e  C h a p t e r s  2 ,  5 and 6 .

( 3 )  D e l e t e  S e c t i o n  9 1 0 .

1 9 . 1 1 . 0 1 0  PLUMBING CODE ADOPTED AMENDMENTS AND DELE­

TIONS.

For  t h e  p u r p o s e  o f  r e g u l a t i n g  t h e  e r e c t i o n ,  c o n s t r u c t i o n ,
r e  c o n s t r u e  t i o r . ,  a d d i t i o n ,  e n l a r g e m e n t ,  c o n v e r s i o n ,  e q u i p m e n t ,  
u se  a nd  m a i n t e n a n c e  o f  ai\* p i s r a t i R j  w i t h i n  and w i t h o u t  a l l  
O u i l d i n g s  and s t r u c t u r e s  o r  p o r t i o n s  t h e r e o f  w i t h i n  t h e  c i t y  
and b o r o u g h ,  t h e r e  i s  a d o p t e d  by r e f e r e n c e  as t he  P l u m b i n g  
Code o f  t he  c i t y  and b o r o u g h ,  t h a t  c e r t a i n  c o m p i l a t i o n  o f
r u l e s  and r e g u l a t i o n s  p r e p a r e d  and p u b l i s h e d  by t he  I n t e r n a ­
t i o n a l  A s s o c i a t i o n  o f  P l u m b i n g  and M e c h a n i c a l  O f f i c i a l s ,  a
n a t i o n a l l y  r e c o g n i z e d  t e c h n i c a l  t r a d e  o r g a n i z a t i o n , w h i c h  com­
p i l a t i o n  i s  e n t i t l e d  " U n i f o r m  P l u m b i n g  Code ,  1982 E d i t i o n , "  
and f i v e  c o p i e s  e a c h  o f  w h i c h  ha v e  been f i l e d  i n  t he  o f f i c e  o f  
t h e  c l e r k  o f  t h e  c i t y  and  b o r o u g h  o r  a t  s uch  p l a c e s  as d e s i g ­
n a t e d  by  t h e  c l e r k ,  f o r  p u b l i c  u s e ,  I n s p e c t i o n  and  e x a m i n a t i o n  
and w h i c h  c o m p i l a t i o n  I s  made a p a r t  o f  t h i s  c h a p t e r  as i f  
f u l l y  s e t  f o r t h  i n  t h i s  s e c t i o n ,  s u b j e c t  o n l y  t o  t h e  t d i l o w i n g
e n u m e r a t e d  a d d i t i o n s ,  d e l e t i o n s  and c h a n g e s :

( 1 )  D e l e t e  S e c t i o n s  1 0 . 1  t h r o u g h  1 0 . 4 ;  1 0 . 5 ( b ) ;  
2 0 . 1  t h r o u g h  2 0 . 3 ;  2 0 . 4 ( b )  and ( c ) ;  2 0 . 6  t h r o u g h  2 0 . 1 4 ;  and 1303 .

( 2 )  I n  S e c t i o n  3 1 0 ,  add a new s u b s e c t i o n  ( h )  r e a d ­
i n g  as  f o l l o w s :

" ( h )  G a l v a n i z e d  o r  b l a c k  s t e e l  p i p e  s h a l l  no t  
be u s ed  f o r  s o i l  p i p e . '

( 3 )  I n  S e c t i o n  4 0 1 ( a ) ,  add  new e x c e p t i o n s  3 and 4 

r e a d i n g  as f o l l o w s :

" 3 .  ABS and PVC s h a l l  n o t  be used  u n d e r g r o u n d  
whe r e  i t  p a s s e s  u n d e r n e a t h  w i t h i n  one ( 1 )  f o o t  o f  b u i l d i n g  w a l l s  
o r  f o o t i n g s  u n l e s s  a d e q u a t e l y  s l e e v e d  w i t h  c a s t  i r o n  o r  d u c t i l e  
' r o n  t o  a p o i n t  two ( 2 )  f e e t  on each  s i d e  o f  t he  w a l l  o r  f o o t i n g .

4 .  ABS and PVC s h a l l  n o t  be used  u n d e r g r o u n d  
whe r e  i t  p a s s e s  t h r o u g h  b u i l d i n g  w a l l s  o r  f o o t i n g s  u n l e s  i t  
p a s s e s  t h r o u g h  an o p e n i n g  w i t h  a m i n i mum o f  a t w o - i n c h  a n n u l a r  
s p ace  a r o u n d  t h e  p i p e  w h i c h  s p ace  s h a l l  be f i l l e d  w i t h  a w a t e r ­
p r o o f  m a t e r i a l  w h i c h  w i l l  p e r m i t  t h e  p i p e  t o  move w i t h i n  t he  
s p a c e  w i t h o u t  d a ma g e . "

Page 34
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( 4 )  I n  S e c t i o n  5 0 6 ( a )  c h a n g e  t h e  p h r a s e  " s i x  ( 6 )  
i n c h e s  ( 1 5 2 . 4  mm)" t o  r e a d  "one ( 1 )  f o o t  ( . 3  m ) “ .

( 5 )  I n  S e c t i o n  5 0 6 ( f . )  c h a n g e  t h e  p h r a s e  " s i x  ( 6 )
i n c h e s  ( 1 5 2 . 4  mm)" t o  read,  "one ( 1 )  f o o t  ( . 3  m ) 1' .

( 6 )  I n  S e c t i o n  5 0 6 ,  d e l e t e  t h e  e x i s t i n g  s u b s e c t i o n  
( f )  and  s u b s t i t u t e  a new s u b s e c t i o n  ( f )  r e a d i n g  as f o l l o w s :

f )  Vent s  t h r o u g h  t h e  r o o f  s h a l l  be a m i n i mum  o f  two  ( 2 )
* i c hes  d i a m e t e r .  The i n c r e a s e  i n  v e n t  s i z e  s h a l l  be a t  l e a s t  

* ( 6 )  i n c h e s  b e l o w  t h e  r o o f l i n e . "

( 7 )  I n  S e c t i o n  1 0 0 4 ( a ) ,  i n  t h e  s econd  s e n t e n c e ,  
. l e t e  t h e  l e t t e r s  "PB" and d e l e t e  t h e  e n t i r e  t h i r d  s e n t e n c e

r e a d i n g  "PB w a t e r p i p e  and t u b i n g  may be u s ed  f o r  ho t  and c o l d  
w a t e r  d i s t r i b u t i o n  s y s t e ms  w i t h i n  a b u i l d i n g . "

( 8 )  I n  S e c t i o n  1 0 0 7 ,  d e l e t e  s u b p a r a g r a p h  ( e )  
and s u b s t i t u t e  t h e  f o l l o w i n g :

" ( e )  R e l i e f  v a l v e s  s h a l l  be l o c a t e d  i n s i d e  
a b u i l d i n g  and s h a l l  be p r o v i d e d  w i t h  f u l l  s i z e d  d r o i n  o r
g a l v a n i z e d  s t e e l  o r  h a r d d r a w n  c o p p e r  p i p i n g  and f i t t i n g s  and 
s h a l l  e x t e n d  f r o m  thfl v a l v e  t o  a p o i n t  n o t  l e s s  t h a n  6 i n c h e s  
o r  more  t h a n  12 i n r h e " a b ove  t h e  f l o o r .  Mo p a r t  o f  s u ch  d r a i n  
p i p e  s h a l l  be t r a p p e d  i nd  t h e  t e r m i n a l  end  o f  t h e  p i p e  s l i a i .  
n o t  be t h r e a d e d . "

( 9 )  I n  S e c t i o n  1 3 0 7 ( c ) ( 3 ) ,  d e l e t e  t h e  f i r s t  s e n ­
t e n c e  and  s u b s t i t u t e  t h e r e f o r e  t h e  f o l l o w i n g :

" ( 3 )  Co mb u s t i o n  a i r  r e q u i r e m e n t s  f o r  g as  and 
o i l  b u r n i n g  w a t e r  h e a t e r s  s h a l l  c o n s i s t  o f  two o p e n i n g s  as
d e s c r i b e d  b e l o w ,  w i t h  each  o p e n i n g  c o n t a i n i n g  n o t  l e s s  t h a n  one
s q u a r e  i n c h  o f  f r e e  a r e a  p e r  5 , 0 0 0  Btu p e r  h o u r  i n p u t . "

( 1 0 )  I n  S e c t i o n  1307 , d e l e t e  s u b s e c t i o n  {’« ) ,  i n ­
c l u d i n g  T a b l e  13-1 and t h e  f o o t n o t e s  t h e r e t o ,  and s u b s t i t u t e
t h e  f o l 1 o w l n g :

" ( e )  A l t e r n a t e  Me t hods  o f  S u p p l y i n g  Combus­
t i o n  A i r .  I n  l i e u  o f  t h e  r e q u i r e m e n t s  o f  S e c t i o n  1 3 0 7 ( c ) ( 3 ) ,
c o m b u s t i o n  a i r  s u p p l y  may be d e s i g n e d  I n  a c c o r d a n c e  w i t h  r e c o g ­
n i z e d  e n g i n e e r i n g  p r i n c i p a l s  when f i r s t  a p p r o v e d  by t h e  A d m i n ­
i s t r a t i v e  A u t h o r i t y . "

( 1 1 ;  Add a new S e c t i o n  1326 r e a d i n g  as f o l l o w s :

"1326  Check V a l v e s .  Check  v a l v e s  s h a l l  n o t  be 
i n s t a l l e d  on any  d o m e s t i c  w a t e r  h e a t e r  I n s t a l l a t i o n  u n l e s s  
a p p r o v e d  by t h e  A d m i n i s t r a t i v e  A u t h o r i t y . "
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( 1 2 )  A p p e n d i c e s  A,  B,  C,  E ,  G,  and H a r e  a d o p t e d .

( 1 3 )  A p p e n d i x  D i s  a d o p t e d  w i t h  t h e  f o l l o w i n g  a d ­
d i t i o n s :  Unde r  P a r t  B add  a new s e c t i o n  D 2 . 2  r e a d i n g :

" D 2 . 2  C l e a n o u t s :  C l e a n o u t s  t h e  same s i z e  as t h e
p i p i n g  s h a l l  be i n s t a l l e d  a t  t h e  ba se  o f  a l l  r o o f  l e a d e r s . "

I n P a r t  C,  d e l e t e  t h e  l a s t  s e n t e n c e  o f  S e c t i o n  
D 3 . 1  and  s u b s t i t u t e  t h e  f o l l o w i n g :

"D3 . 1  Roo f  d r a i n a g e  r a t e  s h a l l  be b a sed  on a r a i n ­
f a l l  o f  one  ( 1 )  i n c h  p e r  h o u r . "

c

c

1 9 . 1 6 . 0 1 0  ELECTRICAL CODE ADOPTED AMENDMENTS AND 
DELET I ONS .

For  t h e  p u r p o s e  o f  r e g u l a t i n g  t h e  c o n s t r u c t i o n ,  
r e c o n s t r u c t i o n ,  a d d i t i o n ,  e n l a r g e m e n t ,  c o n v e r s i o n ,  e q u i p m e n t ,  
use  and m a i n t e n a n c e  o f  a l l  e l e c t r i c a l  w i r i n g  and d e v i c e s  w i t h i n  
and w i t h o u t  a l l  b u i l d i n g s  and s t r u c t u r e s  w i t h i n  t h e  c i t y  and 
b o r o u g h ,  t h e r e  i s  a d o p t e d ,  as t h e  E l e c t r i c a l  Code o f  t h e  c i t y
and b o r o u g h ,  t h a t  c e r t a i n  c o m p i l a t i o n  o f  r u l e s  and r e g u l a t i o n s  
p r e p a r e d  and p u b l i s h e d  by  t h e  N a t i o n a l  F i r e  P r o t e c t i o n  A s s o c i a ­
t i o n ,  a n a t i o n a l l y  r e c o g n i z e d  t e c h n i c a l  t r a d e  a s s o c i a t i o n ,  
w h i c h  c o m p i l a t i o n  i s  e n t i t l e d  " N a t i o n a l  E l e c t r i c a l  Code ,  1981 
E d i t i o n , "  and f i v e  c o p i e s  each  o f  w h i c h  h a v e  been  f i l e d  i n  t he
o f f i c e  o f  t h e  c l e r k  o f  t h e  r . i t y  and  b o r o u g h  o r  i n  such  p l a c e s
as d e s i g n a t e d  by  t he  c l e r k ,  f o r  p u b l i c  u s e ,  I n s p e c t i o n  and 
e x a m i n a t i o n  and w h i c h  c o m p i l a t i o n  i s  made a p a r t  o f  t h i s  c h a p t e r  
as i f  f u l l y  s e t  f o r t h  i n  t h i s  s e c t i o n ,  s u b j e c t  o n l y  t o  t he  
f o l l o w i n g  e n u m e r a t e d  a d d i t i o n s ,  c h a n g e s  and  d e l e t i o n s :

( 1 )  Add a new S e c t i o n  90-9  r e a d i n g  as  f o l l o w s :

"PLANS AND SPECI F I CAT I ONS .  A s e t  o f  e l e c t r i c a l  p l a n s  
and s p e c i f i c a t i o n s  o r  a w i r i n g  s c h e d u l e ,  g i v i n g  t h e  f o l l o w i n g  
i n f o r m a t i o n ,  s h a l l  be f i l e d  b e f o r e  t h e  i s s u a n c e  o f  a p e r m i t  
f o r  t h e  i n s t a l l a t i o n  o f  e l e c t r i c a l  w i r i n g  I n t e n d e d  t o  s u p p l y  
an a n t i c i p a t e d  o r  f u t u r e  l o a d  1n e x c e s s  o f  200  a m p e r e s ;  s i n g l e  
p h a s e ,  o r  150 a m p e r e s ,  t h r e e  p h a s e .  E v e r y  p l a n  s h a l l  be d r awn  
t o  s c a l e  upon s u b s t a n t i a l  p a p e r  and s h a l l  be o f  s u f f i c i e n t
c l a r i t y  t o  i n d i c a t e  t h e  l o c a t i o n ,  n a t u r e  and e x t e n t  o f  t he 
wo r k  p r o p o s e d  and s h o w i n g  i n  d e t a i l  t h a t  i t  w i l l  c o n f o r m  to 
t h e  p r o v i s i o n s  o f  t h e  E l e c t r i c a l  Code and  a l l  o t h e r  r e l e v a n t  
l a w s ,  o r d i n a n c e s ,  r u l e s  and r e g u l a t i o n s .  Spec 1 f i c a t  11 ns f o r  
such  p l a n s  may be e i t h e r  shown t h e r e o n  o r  p r o v i d e d  s e p a i a t e l y .  
The b u i l d i n g  o f f i c i a l  may r e q u i r e  p l a n s ,  c o m p u t a t i o n s  and 
s p e c i f i c a t i o n s  to  be p r e p a r e d  and d e s i g n e d  by an e n g i n e e r  
' i c e n s e d  by ’ he s t a t e  t o  p r a c t i c e  as s u c h .  The w i r i n g  p l a n  or  
s c h e d u l e  r e q a i  r e d  s h a l l  c o n t a i n  t he  f o l l o w i n g  i n f o r m a t i o n :

( a )  The t y p e ,  r a t i n g  and l o c a t i o n  o f  any  new s e r ­
v i c e  e q u i p m e n t .
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I. B A C K G R O U N D  O N  T H E  P R O B L E M  O F  P L A S T I C  P I P E S

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

l a b o r a t o r y  e x p e r i e n c e s  of w a t e r  u t i l i t y  d i s t r i c t s  a n d  e n v i r o n m e n ­

tal h e a l t h  e x p e r t s  t h a t  p o l y v i n y l c h l o r i d e  ( P VC ),  p o l y e t h y l e n e  (PE), ‘ 

a n d  p o l y b u t y l e n e  (PB) w a t e r  s e r v i c e  l i n e s  c a n  be a n d  a r e  p e r m e a t e d  

( i n f i l t r a t e d )  by g a s o l i n e ,  p e t r o l e u m  d i s t i l l a t e s  a n d  i n d u s t r i a l

i
s o l v e n t s .

T h e  p u b l i c  h e a l t h  i m p a c t  c a n  be s e r i o u s  e n o u g h  to r e ­

q u i r e  th e r e m o v a l  of an e n t i r e  u n d e r g r o u n d  n e t w o r k  of p l a s t i c  

w a t e r  s e r v i c e  l i n e s  a n d  m a y  c a u s e  s e r i o u s  h e a l t h  c o n s e q u e n c e s  f o r  

i ts  c o n s u m e r s .  B e c a u s e  of the p e r v a s i v e  o c c u r e n c e  of t o x i c  c h e m ­

ica l s p i l l s  a n d  s o i l  c o n t a m i n a t i o n  w i t h  r e s i d u e s  of p e s t i c i d e s  an d  

h e r b i c i d e s ,  C a l i f o r n i a  w i l l  n e e d  to e m b a r k  on a c o m p r e h e n s i v e  

a n a l y s i s  of the prob'-em. T h e  p r o b l e m  is a m p l i f i e d  by t h e  s p e c t e r  

of f r e q u e n t l y  u s e d  g a r d e n  and h o u s e h o l d  p r o d u c t s  t h a t  m a y  p e r m e a t e  

t h e s e  p l a s t i c  p i p e .

P e r m e a t i o n  of p l a s t i c  p i p e  by t o x i c  c h e m i c a l s  is al l the 

m o r e  s e r i o u s  b e c a u s e  of the e x i s t i n g  t h r e a t  to w a t e r  q u a l i t y  by 

t he  p i p e s  t h e m s e l v e s  a nd  the q u a l i t y  of o u r  c u r r e n t  w a t e r  s u p p l y .

T h e  C a l i f o r n i a  D e p a r t m e n t  of H e a l t h  f o u n d  t h a t  the p i p e s  t h e m ­

s e l v e s  l e a c h  l a r g e  a m o u n t s  of c h l o r o f o r m ,  c a r b o n  t e t r a c h l o r i d e ,

D E H P  a n d  a h o s t  of s o l v e n t s  u s e d  to d e g r e a s e  a n d  g l u e  the  p i p e s .

If t h e s e  t o x i c  c h e m i c a l s  a r e  a d d e d  to the a l r e a d y  h i g h  l e v e l  of 

c o n t a m i n a t i o n  of m a n y  w a t e r  s u p p 1 i e s , t h e n  a t r u l y  d a n g e r o u s  p r o s p e c t
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f o r  t h e  q u a l i t y  of o u r  p o t a b l e  w a t e r  s y s t e m s  e m e r g e s .

S i n c e  1977, th e  S t a t e  of C a l i f o r n i a  h a s  r e v i e w e d  i n d u s t r y
• .

r e q u e s t s  fo r  u n l i m i t e d  u s a g e  of p l a s t i c  p i p e  fo r w a t e r  d i s t r i b u ­

t i o n .  I n d u s t r y  a s s e r t i o n s  of e c o n o m i c  f e a s i b i l i t y  and p r o d u c t  

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

D e p a r t m e n t s  of H e a l t h ,  C o n s u m e r  A f f a i r s  /  H o u s i n g  and C o m m u n i t y  

D e v e l o p m e n t ,  C a l / O S H A ,  a n d  t h e  S t a t e  F i r e  M a r s h a l .  T h e  D e p a r t m e n t  

of  H o u s i n g  a n d  C o m m u a i t y  D e v e l o p m e n t ( H C D )  c o n c l u d e d ,  a f t e r  e x t e n s i v e  

h e a r i n g s  a n d  in c o n s u l t a t i o n  w i t h  t h e s e  o t h e r  s t a t e  a g e n c i e s ,  t h a t  

there w a s  s u b s t a n t i a l  e v i d e n c e  t h a t  u n l i m i t e d  u s e  of p l a s t i c  p i p e  

m a y  h a v e  a s i g n i f i c a n t  e f f e c t  o n  the e n v i r o n m e n t .

T h e s e  c o n c l u s i o n s  w e r e  r e a c h e d  b e c a u s e  of the t h r e a t  to 

w o r k e r s  w h o  b r e a t h e  t f u m e s  of t he  g l u e s ,  a n d  the p r e s e n c e  of 

t o x i c  c h e m i c a l s  ( d i m e t h y l f o r m a m i d e , t e t r a h y d r o f u r a n , DEHP, c a r b o n  

t e t r a c h l o r i d e ,  c h l o r o f o r m  a n d  m a n y  o t h e r s )  in d r i n k i n g  w a i e r  p a s s e d  

t h r o u g h  th e p i p e ,  a n d  an e q u a l l y  d r a m a t i c  c o n c l u s i o n  of the S t a t e  

F i r e  M a r s h a l  t h a t  p l a s t i c  p i p e  is h i g h  r i s e  c o n s t r u c t i o n  m a y  p o s e  

an u n r e a s o n a b l e  f i r e  ri sk.

S i n c e  p l a s t i c  p i p e  w a s  f o u n d  to h a v e  a p o t e n t i a l l y  a d v e r s e  

e f f e c t  on th e e n v i r o n m e n t  b e c a u s e  of its t h r e a t  to w a t e r  q u a l i t y ,  

w o r k e r  s a f e t y ,  a n d  f i r e  s a f e t y ,  s t a t e  a g e n c i e s  in C a l i f o r n i a  w i l l  

n o t  a l l o w  it s e x p a n d e d  u s e  u n t i l  a l l  s c i e n t i f i c  an d p u b l i c  h e a l t h  

q u e  t i o n s  h a v e  b e e n  a n s w e r e d .  T h e  S t a t e  A r c h i t e c t  h a s  a l s o  w a r n e d  

all t h e  d e s i g n  p r o f e s s i o n s  a n d  s c h o o l  d i s t r i c t s  t h r o u g h o u t  C a l i f o r n i a



o f  t h e  p o t e n t i a l  h a z a r d s  o f  p l u s t i c  p i p e .

Becaus e the International As so cia tion of Plumbing and

M e c h a n i c a l  O f f i c i a l s  ( I A P M O )  p r o c e e d e d  w i t h  t he  e x p a n d e d  u s e  of

p l a s t i c  p i p e  in its  1982 U n i f o r m  P l u m b i n g  C o d e ,  a c o a l i t i o n  of

s t a t e  p u b l i c  a n d  p r i v a t e  c o n s u m e r  g r o u p s ,  e n v i r o n m e n t a l  a nd  l a b o r
/

o r g a n i z a t i o n s  s u e d  I A P M O  an d  f o r c e d  a n o t i c e  d i s c l a i m e r  at e a c h  

l o c a t i o n  in t he C o d e  w h e r e  p l a s t i c  p i p e  is m e n t i o n e d .  T h e  l a w s u i t  

is s t i l l  in p r o g r e s s  o v e r  c o m p l a i n t s  t h a t  I A P M O  m i s r e p r e s e n t s  its 

p r o d u c t  e v a l u a t i o n  to th e g e n e r a l  p u b l i c .

O u t l i n e d  b e l o w  a r e  s o m e  of t he  k e y  i s s u e s  b e i n g  p u r s u e d

in t h a t  l a w s u i t .

II. I S S U E S  IN L A W S U I T  A G A I N S T  I A P M O

U n d e r  c u r r e n t  law, I A P M O  h a s  the a u t h o r i t y  to p r e p a r e  a

m o d e l  c o d e  k n o w  as the U n i f o r m  P l u m b i n g  C o d e  (UPC). T h e  c o d e  is 

■ p r e p a r e d  e v e r y  t h r e e  y e a r s  and is f o r w a r d e d  to H o u s i n g  and C o m m u n -  

. ity D e v e l o p m e n t  ( H C D )  f or  a c t i o n .  H C D  m a y  m a k e  m i n o r  m o d i f i c a t i o n s .  

In t h e  e v e n t  H C D  t a k e s  n o  a c t i o n ,  the M o d e l  C o d e  l a p s e s  i n t o  la w  

in o n e  y e a r .  T h e  C o d e  is t h e n  f o r w a r d e d  to the B u i l d i n g  S t a n d a r d s  

C o m m i s s i o n  for  f i n a l  a p p r o v a l  and p u b l i c a t i o n .

I A P M O ' s  v o t i n g  m e m b e r s h i p  c o n s i s t s  of g o v e r n m e n t a l  j u r i s ­

d i c t i o n s  a n d  b u i l d i n g  o f f i c i a l s  of m e m b e r  j u r i s d i c t i o n s .  T h e  U P C  

is a p p r o v e d  at the  I A P M O  a n n u a l  c o n v e n t i o n  a f t e r  r e c o m m e n d a t i o n s  

f r o m  I A P M O ' s  c o d e  c h a n g e  c o m m i t t e e  a r e  p r e s e n t e d  to the m e m b e r s
'

w h o  c o m e  to the c o n v e n t i o n .
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I A P M O ' s  o t h e r  m a j o r  f u n c t i o n  is p r e p a r a t i o n  o f a

R e s e a r c h  D i r e c t o r y  w h i c h  l i s t s  p r o d u c t s  b y th e m a n u f a c t u r e r ' s  n a m e .

(Such "listings" are used by jurisdictions for substitutions of

p l u m b i n g  m a t e r i a l s . )  In o r d e r  f o r  a p r o d u c t  to be a p p r o v e d ,  the

m a n u f a c t u r e r  m u s t  s u b m i t  a s i z e a b l e  a p p l i c a t i o n  fee , a l o n g  w i t h

»
d u r a b i l i t y  an d s t r e n g t h  t e s t s  an d  s h o w  c o m p l i a n c e  w i t h  c e r t a i n  

s t a n d a r d s ,  d e p e n d i n g  o n  t h e  p r o d u c t .

In t he  c a s e  o f  p l a s t i c  p i p e  p r o d u c t s  a n d  s o l v e n t s ,  the 

a p p r o p r i a t e  s t a n d a r d  is th e N a t i o n a l  S a n i t a t i o n  F o u n d a t i o n  ( N SF ) 

S t a n d a r d  14. O n e  o f  the m a i n  p r o b l e m s  w i t h  the s t a n d a r d  is t h a t  

it d o e s  n o t  t e s t  f o r  the l e a c h i n g  of o r g a n i c  c h e m i c a l s  ( d i m e t h y l -  

f o r m a m i d e ,  t e t r a h y d r o f u r a n , DE H P,  c a r b o n  t e t r a c h l o r i d e ,  c h l o r o - '  

f o r m ,  a n d  m o r e )  f r o m  th e p l a s t i c  p i p e  p r o d u c t s ,  n o r  d o e s  it t e s t  

th e p e r m e a b i l i t y  o f  the p i p e .  N S F  14 a l s o  d o e s  n o t  te st  for  f i r e  

s a f e t y  p e r f o r m a n c e  w i t h  r e s p e c t  to e i t h e r  th e  i n c r e a s e d  f i r e - s p r e a d  

r i s k s  or the t o x i c i t y  of th e s m o k e .

F i n a l l y ,  N S F  14 is i n a d e q u a t e  b e c a u s e  p l a s t i c  p i p e  d o e s  

n o t  h a v e  a 1007. c o n t e n t  r e q u i r e m e n t  s t a n d a r d .  T h u s ,  e a c h  m a n u f a c ­

t u r e r  v a r i e s  the f o r m u l a ;  o n l y  g e n e r i c  v a r i e t i e s  of p i p e  (i.e.

C P V C ,  PVC, A BS )  a r e  t e s t e d  u n d e r  S t a n d a r d  14.

A f t e r  o n e  r e v i e w  of the m a n u f a c t u r e r ' s  a p p l i c a t i o n  by 

t he  I A P M O  R e s e a r c h  C o m m i t t e e ,  the p l a s t i c  p i p e  p r o d u c t  is g i v e n  

t he  I A P M O  sea l or l o g o  w h i c h  d e c l a r e s  t h a t  th e p r o d u c t  h a s  b e e n  

t e s t e d  a n d  m e e t s  m i n i m u m  h e a l t h  a n d  s a f e t y  r e q u i r e m e n t s .
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T h e  p r o d u c t  is t h e n  l i s t e d  in t h e  R e s e a r c h  D i r e c t o r y .

B o t h  t h e  R e s e a r c h  D i r e c t o r y  a n d  t h e  U P C  a r e  h e a v i l y  r e l i e d  u p o n  by

c o n t r a c t o r s ,  b u i l d e r s ,  i n s p e c t o r s  a n d  o t h e r s  in t h e  b u i l d i n g  a n d  

c o n s t r u c t i o n  t r a d e s .

In 198 1,  I A P M O  v o t e d  f o r  n e a r l y  u n l i m i t e d  u s e  of p l a s t i c  

p i p e  p r o d u c t s  f o r  t r a n s p o r t a t i o n  o f  hot. a n d  c o l d  p o t a b l e  w a t e r  f o r  

its 1 9 8 2  C o d e .  By th is  tim e,  H C D  r e q u i r e d ,  in a c c o r d a n c e  w i t h  the  

C a l i f o r n i a  E n v i r o n m e n t a l  Q u a l i t y  A c t  C C E Q A ) ,  p r e p a r a t i o n  of an 

E I R  f o r  s u c h  e x p a n d e d  u s e  of p l a s t i c  p i p e .

N e v e r t h e l e s s ,  I A P M O  p r o c e e d e d  to d i s t r i b u t e  its 1982

U P C  w i t h  a p p a r e n t  a - n r o v a l  of p l a s t i c  p i p i n g  p r o d u c t s  f or  t r a n s ­

p o r t a t i o n  of p o t a b l e  'Ta t er .

T h e  D e p a r t m e n t  of C o n s u m e r  A f f a i r s  a n d  a h o s t  of e n v i r o n ­

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

b u s i n e s s  p r a c t i c e s  a n d  n e g l i g e n t  m i s r e p r e s e n t a t i o n  ( B u s i n e s s  a nd  

P r o f e s s i o n a l  C o d e  s e c t i o n s  1 7 2 0 0  a n d  1 7 5 0 0 ) .

T h e  t h e o r y  of the c a s e  is t h a t  I A P M O ' s  r e p r e s e n t a t i o n s  

in b o t h  th e U P C  a n d  R e s e a r c h  D i r e c t o r y  t h a t  p l a s t i c  p i p e  p r o d u c t s  

a r e  s a f e  a r e ,  in f ac t ,  g r o s s  m i s r e p r e s e n t a t i o n s .  I A P M O  h a s  no 

t e s t i n g  f a c i l i t i e s  or q u a l i f i e d  c h e m i s t s ,  t o x i c o l o g i s t s ,  or e p i ­

d e m i o l o g i s t s  on s t a f f .  V o t i n g  on p r o d u c t  a p p r o v a l  f or the R e s e a r c h  

D i r e c t o r y  a n d  th e U P C  is l i m i t e d  to v o t i n g  m e m b e r  of IA PM O.  

F u r t h e r m o r e ,  I A P M O  h a s  t o t a l l y  i g n o r e d  th e s u b s t a n t i a l  e v i d e n c e  

a m a s s e d  by H C D  t h a t  s u b s t a n t i a l  a d v e r s e  i m p a c t s  a r e  a p o s s i b i l i t y

5 .



a n d  t h a t  a n  E I R  w o u l d  b e  r e q u i r e d  b e f o r e  u s e  of s u c h  p l a s t i c  p i p e

c a n  r e c e i v e  H C D  a p p r o v a l .

T h e  D e p a r t m e n t  of C o n s u m e r  A f f a i r s  i m m e d i a t e l y  r e q u e s t e d

a n  i n d u c t i o n  f r o m  t h e  L o s  A n g e l e s  S u p e r i o r  C o u r t  to p r o h i b i t  I A P M O

f r o m  d i s t r i b u t i n g  t h e  1982  U P C  w i t h o u t  a w a r n i n g  of p o t e n t i a l
#

h a z a r d s .  T h e  S u p e r i o r  C o u r t  d e n i e d  t h e  m o t i o n ,  as d i d  the A p p e l l a t e  

C o u r t .  H o w e v e r ,  t h e  S u p r e m e  C o u r t  g r a n t e d  an  a l t e r n a t i v e  w r i t

f o r c i n g  I A P M O  to a f f i x  a w a r n i n g  to t h e  U P C .  T h a t  w a r n i n g  r e a d s :

N O T I C E :  An E n v i r o n m e n t a l  I m p a c t  R e p o r t  is n o w  b e i n g

p r e p a r e d  in C a l i f o r n i a  to d e t e r m i n e  w h e t h e r  the u s e  of 

C P V C ,  P V C ,  o r  PB p l a s t i c  p i p e  f o r  t r a n s p o r t i n g  p o t a b l e

w a t e r  p o s e s  a d a n g e r  to p u b l i c  h e a l t h  o r  the e n v i r o n ­

m e n t .  At th e tim e of t h i s  p r i n t i n g  of th e 19 82  E d i t i o n

o f th e U n i f o r m  P l u m b i n g  C o d e ,  t h e  S t a t e  of C a l i f o r n i a

d o e s  n o t  p e r m i t  a n y  e x p a n s i o n  in th e u s e  of s u c h  p i p e  

b e y o n d  t h o s e  a p p l i c a t i o n s  p e r m i t t e d  in the 1979  E d i t i o n  

o f  t h e  U n i f o r m  P l u m b i n g  C o d e .

For i n f o r m a t i o n  o n  C a l i f o r n i a  r e s t r i c t i o n s ,  c o n t a c t  

t h e  S t a t e  H o u s i n g  L a w  S e c t i o n  of the  C a l i f o r n i a  H o u s i n g  

a n d  C o m m u n i t y  D e v e l o p m e n t  D e p a r t m e n t .

T h e  t r i a l  on the u n d e r l y i n g  m e r i t s  is n o w  s e t  fo r 

D e c e m b e r  12, 1 9 8 3  in L os A n g e l e s  S u p e r i o r  C o u r t  b e f o r e  the H o n o r­

a b l e  J u d g e  J a c k  C r i c k a r d .  T h e  o b j e c t i v e s  of t h e  p l a i n t i f f s  ar e



b e s t  u n d e r s t o o d  in l i g h t  of th e  r e l i e f  r e q u e s t e d .  P l a i n t i f f s  s e e k

to r e q u i r e  e i t h e r  I A P M O ,  o r  the p r o d u c t  m a n u f <  t u r e r  t h r o u g h  a

•  •

c o n t r a c t  w i t h  an i n d e p e n d e n t  l a b o r a t o r y  a p p r o v e d  o r  d e s i g n a t e d  by

I A P M O ,  to t e s t  e a c h  i n d i v i d u a l  p r o d u c t  f o r  h e a l t h  a n d  s a f e t y  e f f e c t s .

S u c h  h e a l t h  a n d  s a f e t y  e f f e c t s  s h o u l d  i n c l u d e :
«

1. t o x i c o l o g i c a l  t e s t i n g  o f  c h e m i c a l s  f o u n d  in p r o d u c t s  

o r  to h a v e  l e a c h e d  f r o m  p r o d u c t s ;

2. w a t e r  c h e m i s t r y  t e s t i n g  o f  a p p r o p r i a t e  u s e s  of s u c h

p r o d u c  ts ;

3. p e r m e a t i o n  of  o r g a n i c  a n d  inorijsnic s u b s t a n c e s  into 

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

4. f i r e  s a f e t y  t e s t i n g ;

5. w o r k e r / i n s t a l l e r  s a f e t y  a s s e s s m e n t ;

6. d e t e r m i n a t i o n  of d u r a b i l i t y  Lo a s s u r e  a d e q u a t e  s e r v i c e

l i f e .

M o r e o v e r ,  all  R e s e a r c h  C o m m i t t e e  m e e t i n g s  s n o u l d  be 

o p e n e d  to the  p u b l i c  a t  l a r g e .  D e c i s i o n s  by the R e s e a r c h  C o m m i t­

t e e  s h o u l d  be b a s e d  o n  s u b s t a n t i a l  e v i d e n c e  in th e r e c o r d .  F i n d­

i n g s  s h o u l d  be  p r e p a r e d  by I A P M O  w h i c h  s h o w  t h a t  the R e s e a r c h  

C o m m i t t e e  h a s  d e t e r m i n e d  t h a t  the p r o d u c t  d o e s  n o t  c r e a t e  n e g a t i v e  

h e a l t h  a n d  s a f e t y  e f f e c t s .  M e m b e r s  o f  t h e  R e s e a r c h  C o m m i t t e e  m u s t  

n o t  be l i m i t e d  to I A P M O  m e m b e r s  o n l y ,  b u t  r a t h e r  m u s t  i n c l u d e  

p u b l i c  m e m b e r s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  to, t h o s e  r e p r e s e n t i n g  

e n v i r o n m e n t a 1 a n d  c o n s u m e r  i n t e r e s t s .  T h e s e  p u b l i c  m e m b e r s  sh all



h a v e  v o t i n g  p r i v i l e g e s  o n  the R e s e a r c h  C o m m i t t e e .

I A P M O  p l a y s  a c r i t i c a l  l e g i s l a t i v e  r o l e  an d  e n j o y s  the

e c o n o m i c  a n d  l e g a l  b e n e f i t s  of s u c h  a r o l e .  T h e  t i m e  h a s  c o m e  

f o r  t h e m  to a s s u m e  th e r e l a t e d  b u r d e n  of p u b l i c  r e s p o n s i b i l i t y .

/



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

S i n c e  t h e  e a r l y  1 9 6 0 ’s p l a s t i c  p i p e  h a s  s t e a d i l y  r e ­

p l a c e d  m e t a l  p i p i n g  f o r  p l u m b i n g  a p p l i c a t i o n s .  T h e s e  i n c l u d e :  

d r a i n a g e - w a s t e - v e n t  (D WV) p i p i n g  f o r  i n t e r i o r  d r a i n  s y s t e m s ;  

p o t a b l e  w a t e r  p i p i n g  f r o m  t h e  s t r e e t  m a i n  i n t o  t h e  b u i l d i n g  

( w a t e r  s e r v i c e )  ; a n d  i n t e r i o r  h o t  a n d  c o l d  w a t e r  p i p i n g  to 

f i x t u r e s  ( w a t e r  d i s t r i b u t i o n ) .

P l a s t i c  p i p e  w a s  i n t r o d u c e d  i n  t h e  U n i t e d  S t a t e s  an d  

E u r o p e  o v e r  30 y e a r s  ago . It is w i d e l y  u s e d  in E n g l a n d ,

C a n a d a ,  A u s t r a l i a ,  J a p a n  a n d  G e r m a n y .  It n o w  d i s t r i b u t e s  

p o t a b l e  w a t e r  i n t o  35 p e r c e n t  o f  t h e  n a t i o n ' s  h o u s e h o l d s  a n d  

b u s i n e s s e s .  P l a s t i c  p i p e  is u s e d  in  55 p e r c e n t  o f  t h e  n a t i o n ’s 

d r a i n ,  w a s t e  a n d  v e n t  (DWV) s y s t e m s  a n d  a f u l l  95 p e r c e n t  o f  

t h e  i r r i g a t i o n  s y s t e m s .

A  n u m b e r  o f  U . S .  c i t i e s  h a v e  i n s t a l l e d  p l a s t i c  i n s t e a d  

o f  m e t a l  p i p e  f o r  t h e i r  w a t e r  s e r v i c e  s y s t e m s .  M o s t  f e d e r a l  

h o u s i n g  p r o g r a m  p r o j e c t s  u s e  p l a s t i c  p i p e .  M o s t  h o s p i t a l s  a n d  

l a b o r a t o r i e s  m u s t  u s e  p l a s t i c  p i p e  t o  d e l i v e r  h i g h  p u r i t y  

w a t e r .

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

t i o n a l  m e t a l  p i p i n g  f o r  t h e s e  p l u m b i n g  a p p l i c a t i o n s :

1. It is m o r e  c o s t  e f f e c t i v e . B o t h  t h e  s h o r t - t e r m  

i n s t a l l a t i o n  c o s t s  o f  p l a s t i c  p i p e  a n d  i t s  l o n g e r  t e r m  c o s t s  

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

m o s t  c i r c u m s t a n c e s .



Los;ses t o  the w a t e r  w o r k s  i n d u s t r y  i n  t h e  U n i t e d  S t a t e s  

d u e  t o  u n d e r g r o u n d  c o r r o s i o n  o f  m e t a l  p i p e s  a r e  in e x c e s s  o f  

$ 1 5 0  m i l l i o n  a n n u a l l y .

In L o s  A n g e l e s  C o u n t y ,  h o m e s  b u i l t  b e t w e e n  J u l y  1 9 7 3  

a n d  A p r i l  1 9 7 6  b e g a n  to e x p e r i e n c e  l e a k s  i n  t h e  g a l v a n i z e d  

s t e e l  p l u m b i n g  s y s t e m s  s h o r t l y  a f t e r  t h e  p i p e  h a d  b e e n  i n ­

s t a l l e d .  In  S a n t a  C l a r a  C o u n t y ,  n e w l y - i n s t a l l e d  c o p p e r  

p l u m b i n g  s y s t e m s  b e g a n  t o  f a i l  i m m e d i a t e l y  u p o n  i n s t a l l a t i o n .

P l a s t i c  p i p e  d o e s  n o t  c o r r o d e  u n d e r  n o r m a l  u s e  s i t u a t i o n s .

T h e  s t a f f  o f  t h e  C a l i f o r n i a  D e p a r t m e n t  o f  H o u s i n g  a n d  

C o m m u n i t y  D e v e l o p m e n t  d i d  its o w n  e c o n o m i c  a n a l y s i s  o f  t h e  

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

C a l i f o r n i a  hornet an d  f o u n d  s u b s t a n t i a l  s a v i n g s  u s i n g  p l a s t i c  

p i p i n g .

In 1 9 8 4 ,  if  m e t a l  p i p e  w a s  u s e d  e x c l u s i v e l y ,  the  c o s t  

o f  i n s t a l l i n g  p l u m b i n g  f o r  a l l  n e w  h o m e s  in C a l i f o r n i a  w o u l d  

b e  $ 1 1 8  m i l l i o n  h i g h e r  t h a n  f o r  p l a s t i c  p i p e .  T h e  f i g u r e ,  

e s t i m a t e d  b y  th e  P l a s t i c  P i p e  a n d  F i t t i n g s  A s s o c i a t i o n  on 

h o u s i n g  p r o j e c t i o n s  f r o m  th e U C L A  E c o n o m i c  F o r e c a s t  G r o u p ,  

j u m p s  to  b e t w e e n  $ 1 2 7  a n d  $ 1 3 6  m i l l i o n  in 1 9 8 5 .

2* P l a s t i c  p i p e  is e n e r g y  e f f i c i e n t . It is l i g h t e r  

t h a n  m e t a l .  In 1 9 7 7 ,  t h e  t w o  b i l l i o n  p o u n d s  o f  p l a s t i c  p i p e  

u s e d  in c o n s t r u c t i o n  t h a t  y e a r  c o m p a r e d  w i t h  1 7 . 5  b i l l i o n  

p o u n d s  o f  t h e  e q u i v a l e n t  a m o u n t  o f  m e t a l  p i p e  w h i c h  w a s  

m a n u f a c t u r e d .  T h e  ene:rgy r e q u i r e d  f o r  p l a s t i c  p i p e  w a s  84 

t r i l l i o n  B T U s ,  v e r s u s  4 0 8  t r i l l i o n  to  p r o d u c e  th e  e q u i v a l e n t  

a m o u n t  o f  m e t a l  p i p e .  T h e  s a v i n g s  e q u a t e d  t o  56 m i l l i o n  b a r ­

r e l s  o f  c r u d e  oil . In  1 9 7 8 ,  t h e  s a v i n g s  d o u b l e d .

- 2 -



3. P l a s t i c  p i p e  p r o t e c t s  w a t e r  u s e r s  f r o m  k n o w n  h a z a r d s  

a s s o c i a t e d  w i t h  t h e  u s e  o f  m e t a l  p i p e . P l a s t i c  p i p e s  m a d e  

f r o m  a v a r i e t y  o f  p l a s t i c s  a r e  r e l a t i v e l y  i m p e r v i o u s  t o  v a r ­

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

s o l v e d  in  it. P o t e n t i a l  h e a l t h  h a z a r d s  a s s o c i a t e d  w i t h  h e a v y  

m e t a l s  w h i c h  m a y  b e  l e a c h e d  f r o m  m e t a l  p i p i n g  o r  t h e i r  j o i n ­

i n g  s y s t e m s  a r e  w e l l - k n o w n  a ^ d  d o c u m e n t e d .

T h e  F e d e r a l  S a f e  D r i n k i n g  A c t  p r o v i d e d  f o r  t h e  U . S .  

E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y  to e s t a b l i s h  s t a n d a r d s  f o r  

t o x i c  s u b s t a n c e s  in d r i n k i n g  w a t e r .  A l l  s t a t e s  m u s t  m e e t  

t h e s e  m i n i m u m  r e q u i r e m e n t s  in e n f o r c i n g  t h e i r  o w n  s a f e  d r i n k ­

i n g  w a t e r  r e g u l a t i o n s .

T h e  p l a f t i c  p i p e  i n d u s t r y  is t h e  o n l y  p i p i n g  i n d u s t r y  

w h i c h  s u b m i t s  it s p r o d u c t s  to  i n d e p e n d e n t  t h i r d  p a r t y  c e r t i ­

f i c a t i o n  p r o c e s s e s  b a s e d  e x a c t l y  o n  th e  F e d e r a l  d r i n k i n g  w a t e r  

r e g u l a t i o n s .
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C o n t a c t :  N o r a  J a c o b s

(216) 4 4 7 - 7 8 8 7

F O R  I M M E D I A T E  R E L E A S E

p i p e  G a s k e t s  p o s e  h e a l t h  t h r e a t , s t u d y  s a y s

S A C R A M E N T O ,  . C a l i fo rn ia , O c t o b e r  19, 1 9 8 3  -- P i p e  

g a s k e t s ,  n o t  p i p e  m a t e r i a l s ,  a r e  the p r i m a r y  p o i n t s  t h r o u g h  

w h i c h  c o n t a m i n a n t s  l e a c h  i n t o  d r i n k i n g  w a t e r ,  a c c o r d i n g  to . 

t e s t  r e s u l t s  p r e s e n t e d  t o d a y  to the  C a l i f o r n i a  A s s e m b l y  

b y  p l a s t i c s  i n d u s t r y  r e p r e s e n t a t i v e  A l a n  J. O l s o n .  M o r e o v e r ,  

h e  w a r n e d ,  a t t e m p t s  to r e s t r i c t  the  u s e  of  c e r t a i n  p i p e  

m a t e r i a l s  in t h e  h o p e  o f  s o l v i n g  t h i s  p r o b l e m  m a s k  t h e  

r e a l  i s s u e  - t h e  t h r e a t  to p u b l i c  h e a l t h  c a u s e d  b y  t r a n s ­

p o r t i n g  d r i n k i n g  w a t e r  t h r o u g h  c o n t a m i n a t e d  soil .

M e m b e r s  o f  the C a l i f o r n i a  P i p e  T r a d e s  U n i o n  r e c e n t l y  

h a v e  c l a i m e d  t h a t  p l a s t i c  p i p e  p o s e s  a p o t e n t i a l  t h r e a t  to 

p u b l i c  h e a l t h  b e c a u s e  it a l l o w s  g r o u n d  c o n t a m i n a t e s  to 

l e a c h  t h r o u g h  it to d r i n k i n g  w a t e r .  O l s o n ,  a s c i e n t i s t  f o r

B . F .  G o o d r i c h  C h e m i c a l  G r o u p ,  a p p e a r e d  b e f o r e  t h e  W a y s  a n d  

M e a n s  s u b c o m m i t t e e  o n  h e a l t h  a n d  w e l f a r e  to p r e s e n t  t h e  r e ­

s u l t s  of a n  i n d u s t r y - s p o n s o r e d  s t u d y  w h i c h  r e f u t e s  t h o s e  

c l a i m s .

-jnore-
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G a s k e t  H e a l t h  T h r e a t

T h e  s t u d y ,  c o n d u c t e d  b y  t h e  B a t t e l l e  M e m o r i a l  

I n s t i t u t e ,  o n e  o f  the w o r l d ' s  l a r g e s t  p r i v a t e  r e s e a r c h  

o r g a n i z a t i o n s ,  r e v e a l s  t h a t  t h e  g a s k e t s  u s e d  to j o i n  s e c ­

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

w h e n  e x p o s e d  to g a s o l i n e  s p i l l s  o r to c h e m i c a l s  s u c h  as 

t h o s e  f o u n d  i n  l a n d f i l l s  o r  d u m p  s i t e s .  A  t h r e a t  to 

p u b l i c  h e a l t h  e x i s t s ,  O l s o n  e x p l a i n e d ,  w h e n  w a t e r  d i s t r i ­

b u t i o n  s y s t e m s  a r e  r o u t e d  t h r o u g h  s u c h  a r e a s .

T h e  B a t t e l l e  t e s t s  i n v o l v e d  c o n s t r u c t i n g  g a s k e t e d  

p i p i n g  s y s t e m s  o u t  o f  t h r e e  c o m m o n l y  u s e d  m a t e r i a l s  -- 

d u c t i l e  i r o n ,  a s b e s t o s  c e m e n t  a n d  p l a s t i c  -- a n d  e x p o s i n g  

t h e m  to s o l v e n t - s a t u r a t e d  so il  c o n d i t i o n s  f o r  s i x  w e e k s .  

P i p e s  o f  the s a m e  m a t e r i a l s ,  b u t  w i t h o u t  j o i n t s ,  w e r e  e x ­

p o s e d  to i d e n t i c a l  c o n d i t i o n s .  A f t e r  s i x  w e e k s  e x p o s u r e ,  

s o l v e n t s  h a d  p e r m e a t e d  t h e  g a s k e t e d  p i p e s  in a l l  b u t  o n e  

t e s t  s i t u a t i o n  w h i l e  u n g a s k e t e d  p i p e  s h o w e d  s l o w e r  p e r m e a ­

t i o n  o r  no p e r m e a t i o n .

" W h i l e  t h e s e  r e s u l t s  c l e a r l y  e x o n e r a t e  t h e  i n t e g r i t y  

o f  th e p i p i n g  m a t e r i a l s  i n v o l v e d  in t h i s  s t u d y ,  t h e y  u n d e r ­

s c o r e  th e  u r g e n c y  o f  a d d r e s s i n g  a n  i s s u e  of  g r e a t  p o t e n t i a l  

c o n c e r n , "  O l s o n  s a i d .  " T h e  e f f e c t  o f  s o il  c o n t a m i n a t i o n  

on  d r i n k i n g  w a t e r  is s o m e t h i n g  w h i c h  t h e  S t a t e  o f  C a l i f o r n i a  

n o w  m u s t  e x a m i n e  f r o m  a f r e s h  p e r s p e c t i v e .  A s  t h e s e  r e s u l t s  

i n d i c a t e ,  m e r e l y  r e p l a c i n g  o n e  p i p i n g  m a t e r i a l  w i t h  a n o t h e r  

is n o t  th e s o l u t i o n .  U n d e r  the  w o r s t  c o n d i t i o n s ,  all t y p e s

- m o r e -



o f  p i p e  s y s t e m s  c a n  b e  c o n t a m i n a t e d  t h r o u g h  g a s k e t e d  j o i n t s .

T h e  B a t t e l l e  s t u d y  w a s  c o m m i s s i o n e d  b y  T h e  V i n y l  

I n s t i t u t e ,  a t r a d e  o r g a n i z a t i o n  o f  m a t e r i a l  s u p p l i e r s  to 

t h e  p i p e  i n d u s t r y .
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One of the most serious cases of soil pollution in the Netherlands is 

the case of Lekkerkerk.

Le k k e r k e r k  is a village north east of Rotterdam on the.river Lek in a 

reclaimed coastal swamp area. Around 1970 for the expansion of this villa; 

the ditches in the expansion area we s t  of the village were not filled up 

with crushed peat, straw and saw dust, as usually is done for building p u r r 

in m a r s h y  polders, but for financial reasons with the building and d e m o­

lition wastes. Among these, chemical wastes and wasta oil were dumped 

illegally, partly in drums (of which m o r e ; than a thousand have been found 

until now) and probably partly unpacked. Soon after the houses on this 

"ground" were built and Inhabited complaints arose about bad smells in the 

houses, while at a number of places gas and water tubes in the ground*were 

so badly affected by polluted g r o n d w a t e r  that they broke.

After the fainting of two workmen in a pit d u g  for inspection of gas pipes 

an investigation was started in 1976. From this resulted that soil and grou 

water in this new part of the village were badly polluted by aromatic 

hydrocarbons, mainly xylene, toluene and ethylbenzene (solvents widely usee 

in the paintindustryI that,.as later appeared, floated as a film on a 

layer of oily waste material on the groundwater.

Lekkerkerk

Because of the low permea b i l i t y  of the peat soil and because of the fact 

that Lekkerkerk lies in an area behind the dike of the river Lek where 

the groundwater wells up, the p ollution had not spread laterally nor
I *

vertically to the subsoil. But whe n  in april 1960 further i nvestigations 

showed .that not only the a t m o sphere inside the houses contained rele- 

tlvcly high concentrations of a r o m a t i c  h y d rocarbons by e v a p o ration from 

the soil, but that these pol l u t i n g  compounds also penetrated through the 

network of P V C  and PCE tubes in the grounu for Lite d i s t r i b u t i o n  of drinkir 

water as. a result of wlich the quality of this water could not be guarante 

any longer, in the interest of public health it was decided that at the 

shortest possible F ; ill po l l u t i o n s  should be removed. This cleaning 

operation is now in progress and reached the world press for because of tf 

' some 800 .inhabitants had to be evacuated from their 270 homes for a b o u’

six to nine months. . . *

■ * •

The o p eration is complicated by the fact that for social and financial 

reasons the aim is to save the 270 houses that are built on piles, some 

of concrete, others of wood.



The following works have been carried out or are still to be carried out.

1. All pavements, trees and other vegetation, s t r e e t  light s, g a r a g e s ,  

tubes and cables in the ground have been removed and if p o l l u t e d  

have been destroyed. Only the houses were left standing.

2. The canal around the concerning part of the village was dammed off 

from the surrounding surface waters to prevent possible spreading of

pollutions during the operation. By steel barrages the subsoil of the

quarter was divided into five compartments to reduce spreading of p o l l u­

tions from uncleaned territory into cleaned territory and to reduce 

the quantities o f  g roundwater that have to be pumped away during the 

operation. '• \ . *•• . -
-• ■ t > • -r . •

• . . .  * . t . t . ■ , . • -•* *

3. The groundwater level in the compartments was lowered by p u m p i n g  for

. the time of the operation to a level just under the p o l l u t i o n s  so

that work can be done under dry conditions, which makes grading and 

co n c entrating easier. Well from the river Lek is opposed by a n u m b e r  

of deep well pumping stations. • . * • . -

b .  All polluted m a terials d eposited on the o r i g i n a l  s u r f a c e ^ a n d  in the 

' • ditches are removed and transported to a c o m b u s t i o n  i n s t a l l a t i o n  for 

‘ dome s t i c  and chemical wastes at R o tterdam to be burned. All p o l l u t e d  

• water thas is pumped out of the compartment:; is led to a t e m p o r a r y

purifi c a t i o n  i n s tallation on the spot, where it is purified arid fi nall y 

led through active carbon filters before it is drained into the river 

Lek. Saturated activ e ' c a r b o n  sludges and c h e m i c a l s  .separated f ro m the 

water are burnt at the com b u s t i o n  instal l a t i o n  in R o t t e r d a m .

‘ . • ■ . • • . * .  * ’ • '• *

5. U n d erneath the houses the removal of soil and p o l l u t i n g  s u b s t a n c e s  

is done by special dril l i n a  and d r a g g i n g  m a c h i n e s  that can  w or k  

horizontally. To p r e v e n t - l e a n i n g  to one. side of the h o u s e s  w o r k  is'done 

■two opposite sides at the same tim**. H o u s e s  on wooden piles are k e p t

up straight by temporary steel constructions for additional support 

w K l e  work underneath them is going on.

6. After removal of all w a s tes'and polluted soil (estimated on 75.000 

tons of which 2.000 drums) the d e p r e s s i o n s  are filled with clean sand,

- for which was chosen "flugsand" to prevent differential setting of the 

ground afterwards. Flugsand is a light vulcanic sand from the E!ife 1 are.



in Germany, which has about the same v o l u m e w e i g h t  .tria^r water saturated 

conditions as peat. Nex t  clean topsoil is b r o u g h t  up. After that the 

infrastructure of the quarter can be r e e s tablished and the groundwater 

is raised to its original level again.

It is expected that the inhabitants can return to their homes on a new 

clean subsoil between november 1960 and febru a r y  1981. The costs of the 

whole operation are estimated to be more than l*tO m i l l i o n  guilders.
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T h e  r e s u l t s  o f  t h e  p i p e  s t u d y  a r e  i n  t h e  r e p o r t  e n c l o s e d .

T h e  f i n d i n g s  i n d i c a t e  t h a t  c e r t a i n  o r g a n i c  c h e m i c a l s  c a n  

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

S i n c e r e l y

T o m  I k e s a k i

TI  :et 
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F o u r  p o t a b l e  w a t e r  s e r v i c e  p i p e s  w e r e  t e s t e d  f o r  p e r m e a b i l i t y  

t o  s p e c i f i c  o r g a n i c  c o m p o u n d s .  T h e s e  o r g a n i c  c o m p o u n d s  w e r e  u s e d  

i n  c o n c e n t r a t e d  f o r m  in t h e s e  t e s t s  a n d  m a y  n o t  b e  r e p r e s e n t a t i v e  

o f  n o r m a l  a p p l i c a t i o n s .  T h r e e  s e r i e s  o f  t e s t  d e s i g n s  w e r e  u s e d .  
S u c c e s s i v e  t e s t s  w e r e  d e s i g n e d  t o  r e d u c e  t h e  p o s s i b l e  e f f e c t  o f  

p i p e  j o i n t s  to t h e  i n w a r d  m i g r a t i o n  o f  c h e m i c a l s  t h r o u g h  t h e  p i p e  

m a t e r i a l .

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

p e s t i c i d e s  a n d  g a s o l i n e  in P o l y b u t y l e n e  (PB) , P o l y e t h y l e n e  (PE) , 
P o l y v i n y l c h l o r i d e  (PVC) a n d  C o p p e r  (CU) p i p e s .

P e r m e a t i o n  b y  s m a l l  m o l e c u l a r  w e i g h t  c h l o r i n a t e d  s o l v e n t s  w a s  

p r o n o u n c e d  f o r  p o l y o l e f i n  p i p e s  ( PB & PE) , l e s s  f o r  P V C .  T r a c e  

c o n t c m i n a t i o n  o f  j o i n e d  p i p e  s y s t e m s  ( P V C  a n d  C o p p e r )  w a s  a l s o  

f o u n d .  C o n t r o l s  w i t h  no j o i n t s  in p i p e s  s h o w e d  t h a t  P V C  b u t  n o t  
C o p p e r  w a s  p e r m e a b l e  to s p e c i f i c  m o l e c u l a r  w e i g h t  c h e m i c a l s .

F o r  s y s t e m s  s h o w i n g  p e r m e a t i o n ,  t h e  r a n k  o r d e r  o f  c h e m i c a l s  

w a s  r e l a t e d  to m o l e c u l a r  w e i g h t  a n d  p o l a r i t y ,  w i t h  c o n s t i t u e n t s  o f  

c h l o r i n a t e d  s o l v e n t s ,  g a s o l i n e  ( b e n z e n e  a n d  s u b s t i t u t e d  b e n z e n e s )  

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

c h l o r i n a t e d  p i p e s ,  r e s p e c t i v e l y .  T h e  r a n k  o f  p i p e s  a c c o r d i n g  to 

d e c r e a s i n g  p e r m e a b i l i t y  is: P o l y e t h y l e n e ,  P o l y b u t y l e n e ,

P o l y v i i . y l c h l o r i d e  a n d  C o p p e r .

R e s u l t s  i n d i c a t e  t h e  p r e s e n c e  o f  o r g a n i c  c h e m i c a l s  f r o m  o t h e r  

s o u r c e s  s u c h  a s  p i p e  j o i n i n g  a n d  s e a l i n g  c o m p o u n d s ,  a n d  a g r o u p  o f  

c h e m i c a l s  t h a t  a p p e a r  to h a v e  b e e n  e x t r a c t e d  a s  s p e c i f i c  p l a s t i c  

p i p e s  w e r e  p e r m e a t e d .

-  1 -



S O M E  F R E Q U E N T L Y  A S K E D  Q U E S T I O N S  C O N C E R N I N G  
P I P E  P E R M E A T I O N

A N S W E R S  P R E P A R E D  BY  T H E  C A L I F O R N I A  P I P E  T R A D E S  C O U N C I L

W H A T  IS P I P E  P E R M E A T I O N ?

P i p e  p e r m e a t i o n  is th e p h e n o m e n a  w h e r e b y  t o x i c  s u b s t a n c e s  s e e p  
t h r o u g h  p i p e  m a t e r i a l  c a u s i n g  t h e  c o n t a m i n a t i o n  o f  th e  d r i n k i n g  

w a t e r  w h i c h  is c a r r i e d  b y  t h o s e  p i p e s .  T h i s  o c c u r s  m o s t  
c o m m o n l y  w i t h  p i p e  w h i c h  is b u r i e d  in so i l .

W H E N  W A S  P I P E  P E R M E A T I O N  F I R S T  D I S C O V E R F ^ ?

T h a t  is h a r d  to a n s w e r .  P i p e  p e r m e a t i o n  w a s  n o t  w i d e l y  r e p o r t e d  

u n t i l  the D e p a r t m e n t ’o f  C o n s u m e r  A f f a i r s  r e l e a s e d  t e s t  r e s u l t s  

in D e c e m b e r ,  1 9 8 2  , w h i c h  sV. ed t h a t  p l a s t i c  p i p e  c a n  be  p e r m e a t e d  

b y  a n u m b e r  o f  c a r c i n o g e n s .  T h e  t e s t  w a s  s p o n s o r e d  b y  t h e  
C a l i f o r n i a  P i p e  T r a d e s  C o u n c i l  a n d  w a s  c o n d u c t e d  b y  A n l a b ,  an 

i n d e p e n d e n t  t e s t i n g  l a b o r a t o r y  in S a c r a m e n t o .  T h e  i n v e s t i g a t i o n  

l e a d i n g  to t h a t  t e st ,  h o w e v e r ,  r e v e a l e d  t h a t  t h e  E a s t  B a y  
M u n i c i p a l  U t i l i t y  D i s t r i c t  h a d  r e c o g n i z e d  p e r m e a t i o n  as e a r l y  as 
1 9 7 8  a n d  h a d  r e p o r t e d  its f i n d i n g s  to t h e  D e p a r t m e n t  o f  H e a l t h  
S e r v i c e s .  F u r t h e r ,  t h e  p r e s i d e n t  o f  t h e  S o c i e t y  o f  th e  P l a s t i c s  

I n d u s t r y  (a m a j o r  t r a d e  a s s o c i a t i o n  o f  p l a s t i c  r e s i n  a n d  p l a s t i c  
p r o d u c t  p r o d u c e r s )  s t a t e d ,  in r e s p o n s e  to D C A ' s  p e r m e a t i o n  

a n n o u n c e m e n t ,  t h a t  the  f i n d i n g s  " a r e  n o t  n e w ,  s i n c e  t h e y  h a v e  

b e e n  i d e n t i f i e d  l o n &  a g o  . . . "

IS O N L Y  P L A S T I C  P I P E  P E R M E A B L E ?

A s f a r  as w e  k n o w ,  th e  o n l y  t e s t i n g  f o r  p e r m e a t i o n  h a s  b e e n  
c o n d u c t e d  w i t h  p l a s t i c  p i p e  a n d  t h e  o n l y  r e p o r t e d  i n s t a n c e s  of  

p i p e  p e r m e a t i o n  h a v e  i n v o l v e d  p l a s t i c  p i p e  ( a l t h o u g h  m e t a l  p i p e s  
h a v e  b e e n  u s e d  as t e s t  c o n t r o l ,  b u t  w e r e  n o t  p e r m e a t e d ) .  W e  
b e l i e v e ,  h o w e v e r ,  t h a t  a l l  p i p e  m a t e r i a l s  s h o u l d  b e  t e s t e d  to 
m a k e  a b s o l u t e l y  c e r t a i n  t h a t  p u b l i c  h e a l t h  is p r o t e c t e d .  T h e  

B u d g e t  B i l l  i t e m  ( / M 2 6 0 - 0 0 1 - 0 1 4 )  w h i c h  w o u l d  h a v e  a p p r o p r i a t e d  

f u n d s  f o r  a p e r m e a t i o n  s t u d y  c a l l e d  f o r  t h e  t e s t i n g  o f all 

p i p e  m a t e r i a l s .  It w a s  v e t o e d  b y  t h e  G o v e r n o r .

W H I C H  C H E M I C A L S  C A N  P E R M E A T E  P L A S T I C  P I P E ?

N o  o n e  k n o w s  f o r  s u r e  h o w  m a n y  d i f f e r e n t  c h e m i c a l s  ca n  p e r m e a t e  

p l a s t i c  p i p e ,  n o r  u n d e r  w h i c h  c o n d i t i o n s  t h e  p e r m e a t i o n  is m o s t
l.'.kely to o c c u r .  A m o n g  t h e  t o x i c s  d i s c o v e r e d  to p e r m e a t e ,  h o w ­

e v e r ,  a r e  s o m e  k n o w n  c a r c i n o g e n s  a n d  so;ne w h i c h  a r e  k n o w n  to 
c a u s e  l i v e r  a n d  k i d n e y  d a m a g e ,  m o b i l i t y  i m p a i r m e n t ,  b i r t h  d e f e c t s ,  

l u n g  c o n g e s t i o n ,  n a u s e a ,  a n d  a n e m i a .  U n t i l  a c o m p r e h e n s i v e  t e s t  
is c o n d u c t e d ,  w c  s i m p l y  w o n ' t  k n o w  w h i c h  c h e m i c a l s  p e r m e a t e  at 
h a z a r d o u s  l e v e l s .  T h e  A n l a b  t e s t  f o u n d  the  f o l l o w i n g  w i l l



p e r m e a t e :

1, 2 d i c h l o r o p r o p a n e
1, 1, 1 t r i c h l o r o e t h a n e

t r i c h l o r o e t h y l e n e
1, 1 d i c h l o r o e t h a n e
1, 1 d i c h l o r o e t h y l e n e

E t h y l o x i r a n e
B e n z e n e

M e t h y l p y r o l e

B u t a n e
T o l u e n e

X y l e n e s

T r i m e t h y l b c n z e n e s

T e t r a m e t h y l b e n z e n e s
E t h y l b e n z e n e

C h l o r o f o r m

L i n d a n e

(An a t t a c h m e n t  to t h i s  s e r i e s  of  q u e s t i o n s  5 a n s w e r s ,  e x c e r p t e d  
f r o m  " T h e  M e r c k  I n d e x "  s h o w s  s o m e  o f  t h e  c o m m o n  u s e s  o f  t h e s e  

t o x i c  c h e m i c a l s . )

Q. W H Y  D I D  T H E  G O V E R N O R  V E T O  T H E  P I P E  P E R M E A T I O N  S T U D Y ?

A. In h i s  v e t o  m e s s a g e ,  th e G o v e r n o r  s t a t e d ,  "I am e l i m i n a t i n g  the
$ 2 0 0 , 0 0 0  l e g i s l a t i v e  a u g m e n t a t i o n  fo r  th e  s t u d y  o f  the p e r m e a t i o n

a n d  i n f i l t r a t i o n  o f  t o x i c  c h e m i c a l s  i n t o  p i p e  an d  p i p e  w a t e r  
m a i n s .  I b e l i e v e  it is m o r e  a p p r o p r i a t e  f o r  t h i s  s t u d y  to be 
f u n d e d  b y  t h e  p i p e  i n d u s t r y . "

Q. W H Y  S H O U L D N ' T  T H E  I N D U S T R Y  B E  R E Q U I R E D  T O  F U N D  T H E  S T U D Y ?

A. W e ' r e  t a l k i n g  a b o u t  a p o t e n t i a l l y  s e r i o u s  h e a l t h  h a z a r d  w h i c h
c o u l d  a f f e c t  m i l l i o n s  o f  C a l i f o r n i a n s .  It r e q u i r e s  a t h o r o u g h  

a n d  o b j e c t i v e  e x a m i n a t i o n .  J u s t  as s t a t i s t i c s  c a n  be m a n i p u ­
l a t e d ,  so c a n  t e s t  p r o t o c o l s  a n d  r e s u l t s .  A l t h o u g h  th e p l a s t i c s

i n d u s t r y  a c k n o w l e d g e s  t h a t  t h e y  h a v e  k n o w n  o f  t h e  p e r m e a t i o n  
p h e n o m e n a  f o r  s o m e  t i m e ,  t h e  i n d u s t r y  h a s  n o t  b e e n  at th e f o r e­
f r o n t  o f  a n y  e f f o r t  to r e s t r i c t  t h e  u s e  o f  p l a s t i c  p i p e  to safe  

a p p l i c a t i o n s .  F u r t h e r ,  t h e  p r e s i d e n t  o f  t h e  S o c i e t y  o f  the 
P l a s t i c s  I n d u s t r y ,  w h i l e  r e f e r r i n g  to t h e  p e r m e a t i o n  t e s t s  

f i n a n c e d  b y  t h e  C a l i f o r n i a  P i p e  T r a d e s  C o u n c i l ,  s t a t e d ,  " T h e r e  
s h o u l d  b e  s e r i o u s  q u e s t i o n s  a b o u t  t h e  v a l i d i t y  o f  a r e p o r t  f u n d e d  

b y  a s o u r c e  o p p o s e d  to t h e  p r o d u c t  it is t e s t i n g . "  We c o n c u r  
t h a t  p r i v a t e l y  f u n d e d  t e s t s  m a y  h a v e  a c r e d i b i l i t y  p r o b l e m  a nd  
w e  a l s o  a s s e r t  t h e  s a m e  l o g i c  u s e d  b y  th e  S . P . I .  p r e s i d e n t  s h o u l d  

d i s c o u r a g e  r e l i a n c e  o n  t e s t s  f u n d e d  b y  a d v o c a t e s  o f  p r o d u c t s .
T h e  p o t e n t i a l  h e a l t h  h a z a r d  r e l a t e d  to p e r m e a t i o n  is s i m p l y  too 

s e r i o u s  to h a v e  it s e x a m i n a t i o n  a n d  e v a l u a t i o n  f i n a n c e d ,  d e s i g n e d ,  
o r  c o n d u c t e d  b y  a n y  o r g a n i z a t i o n  o t h e r  t h a n  o n e  t h a t  is t h o r o u g h l y  

a n d  u n q u e s t i o n a b l y  o b j e c t i v e .



W A S  T H E  T E S T  F U N D E D  B Y  T H E  P L U M B E R S  U N I O N S  ( C A L I F O R N I A  P I P E  

T R A D E S  C O U N C I L )  A  R E L I A B L E  T E S T ?

T h e  o b j e c t i v e  o f  t h e  t e s t  w a s  to d e t e r m i n e  w h e t h e r  or n o t  
c e r t a i n  c h e m i c a l s  c o u l d  p e r m e a t e  p l a s t i c  p i p e .  T h e  t e s t  di d 
n o t  r e p l i c a t e  " r e a l - l i f e "  c i r c u m s t a n c e s .  It u s e d  h i g h l y  

s a t u r a t e d  s a n d y  s o i l  in  a c o n t r o l l e d  e n v i r o n m e n t  in o r d e r  to 

a c c e l e r a t e  t h e  r e s u l t s .  T h e  t e s t  d i d  p r o v e  th a t ,  u n d e r  t h o s e  

c o n d i t i o n s ,  p l a s t i c  p i p e  is p e r m e a b l e .  W e  k n o w  t h a t  a m u c h  
m o r e  e x p e n s i v e  a n d  s o p h i s t i c a t e d  t e s t ,  s u c h  as th e  on e w h i c h  

t h e  G o v e r n o r  v e t o e d ,  is n e c e s s a r y  to a c c u r a t e l y  d e t e r m i n e  

w h i c h  c h e m i c a l s  w i l l  p e r m e a t e  a n d  u n d e r  w h i c h  s o i l  c o n d i t i o n s  
t h e  p e r m e a t i o n  w i l l  o c c u r .  T h e  p l u m b e r s '  t e s t  w a s  n o t  d e s i g n e d  

t o  b e  t h e  " l a s t  w o r d " ;  its p u r p o s e  w a s  to p r o v i d e  s u f f i c i e n t  
e v i d e n c e  o f  t h e  p r o b l e m  in o r d e r  to p r o m p t  r e s p o n s i b l e  p a r t i e s  
( s u c h  as t h e  S t a t e )  to c o n d u c t  a c o m p r e h e n s i v e  an d  o b j e c t i v e  

t e s t .

W H O  B E S I D E S  T H E  P L U M B E R S  U N I O N S  H A V E  H A D  E X P E R I E N C E  W I T H  
P E R M E A T I O N  T E S T I N G ?

A p p a r e n t l y  t he  E a s t  B a y  M u n i c i p a l  U t i l i t y  D i s t r i c t  c o n d u c t e d  
s o m e  l i m i t e d  t e s t i n g  a f t e r  t h e i r  i n i t i a l  d i s c o v e r y  o f  p e r m e a t i o n .  
W e  h a v e  r e c e n t l y  l e a r n e d ,  a l s o ,  t h a t  t e s t i n g  h a s  b e e n  c o n d u c t e d  
b y  t h e  A m e r i c a n  W a t e r  W o r k s  S e r v i c e  Co. in N e w  J e r s e y  a n d  tha t 

t h e  c o m p a n y ' s  r e s u l t s  h a v e  s h o w n  f i n d i n g s  s i m i l a r  to o u r  own.
N o n e  o f  t h i s  t e s t i n g ,  h o w e v e r ,  h a s  b e e n  n e a r l y  as c o m p r e h e n s i v e  
as t h e  o n e  w h i c h  w o u l d  h a v e  b e e n  c o n d u c t e d  p u r s u a n t  to the 

B u d g e t  B i l l  p r o v i s i o n s .  S t r a n g e l y ,  a l t h o u g h  th e D e p a r t m e n t  of 

H e a l t h  S e r v i c e s  h a s  j u r i s d i c t i o n  o v e r  the r e g u l a t i o n  of  p u b l i c  
d r i n k i n g  w a t e r  d i s t r i b u t i o n  s y s t e m s  an d  a l t h o u g h  the d e p a r t m e n t  
h a s  b e a n  a w a r e  o f  t h e  p c r m e a t i  n p h e n o m e n a  at l e a s t  s i n c e  1978, 

D H S  lias n e v e r  s h o w n  a n y  i n t e r e s t  in p e r m e a t i o n  t e s t i n g  u n t i l  
n o w .

H A S N ' T  A P E R M E A T I O N  T E S T  B E E N  C O N D U C T E D  B Y  T H E  C I T I Z E N S  F O R  

S A F E  D R I N K I N G  W A T E R ?

N o .  T h e  C i t i z e n s  f o r  S a f e  D r i n k i n g  W a t e r  d i d  w i d e l y  r e p o r t  its 

d i s c o v e r y  o f  l e a d  l e a c h i n g  in c o p p e r  p i p e .  T h e  t e s t  w a s  c o n d u c t e d  

at a f e w  l o c a t i o n s  in S a c r a m e n t o .  T h e  C i t y  o f  S a c r a m e n t o  s u b s e ­
q u e n t l y  t e s t e d  t h e  s a m e  w a t e r  t a p s  a n d  f o u n d  n o  e v i d e n c e  of 
l e a c h i n g .  T h e  o n l y  k n o w n  m e m b e r  o f  th e C i t i z e n s  f u r  S a f e  D r i n k i n g  

W a t e r ,  b y  t h e  w a y ,  is a p u b l i c  r e l a t i o n s  r e p r e s e n t a t i v e  for t h e  

P l a s t i c  P i p e  8 F i t t i n g  A s s o c i a t i o n , a t r a d e  a s s o c i a t i o n  w h i c h  
h a s  w o r k e d  c l o s e l y  w i t h  the S o c i e t y  of  t h e  P l a s t i c s  I n d u s t r y .

T h i s  f r o ^ t  o r g a n i z a t i o n  h a s  n e v e r  a n n o u n c e d  t h e  c o n d u c t  o r  t he  

r e s u l t s  o f  a n y  p e r m e a t i o n  s t u d i e s .

A S I D E  F R O M  L A B O R A T O R Y  T E S T I N G ,  W H E R E  H A S  P E R M E A T I O N  O C C U R R E D ?

It m a y  h a v e  o c c u r r e d  at t h e  C o y o t e  H i l l s  t r a c t  n e a r  the M c C o l l  
h a z a r d o u s  w a s t e  s i c e  in F u l l e r t o n .  F u r t h e r  t e s t i n g  n e e d s  to b e



c o n d u c t e d  t h e r e  to k n o w  f o r  c e r t a i n .  T h e  m o s t  d r a m a t i c  p e r m e ­

a t i o n  e p i s o d e  o c c u r r e d  at L e k k e r k e r k ,  a t o w n  in t he  N e t h e r l a n d s .  

T h e r e ,  800 i n h a b i t a n t s  w e r e  e v a c u a t e d  w h e n  2 70  h o m e s  w e r e  c o n t a m ­
i n a t e d  b y  t o x i c s  in t h e  s o i l  w h i c h  p e r m e a t e d  p l a s t i c  p i p e s  a n d  
c o n d u i t .  A l l  o t h e r  k n o w n  i n s t a n c e s  h a v e  b e e n  i n  t he  U . S .  T h e  

E a s t  B a y  M u n i c i p a l  U t i l i t y  D i s t r i c t  h a s  r e p o r t e d  12 e p i s o d e s  of 
g a s o l i n e  p e r m e a t i n g  PB p i p e ,  t w o  e p i s o d e s  o f  g a s o l i n e  p e r m e a t i o n  
o f  PB p i p e  h a v e  b e e n  r e p o r t e d  b y  th e M a r i n  M u n i c i p a l  h a t e r  

D i s t r i c t  in C o r t e  M a d e r a ,  o n e  i d e n t i c a l  e p i s o d e  h a s  b e e n  r e p o r t e d  

b y  t h e  N o r t h  M a r i n  C o u n v /  W a t e r  D i s t r i c t  in  N o v a t o ,  T e t r a c h l o r o -  
e t h y l e n e  (PCE) has. p e r m e a t e d  P E  p i p e  in D e l a w a r e ,  g a s o l i n e  

d i s t i l l a t e s  p e r m e a t e d  P E  p i p e  in C o l u m b u s ,  O h i o ,  a n d  g a s o l i n e  

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

h a v e  g o n e  u n r e c o g n i z e d  o r  u n r e p o r t e d .

A R E N ' T  T H E  P L U M B E R S  S I M P L Y  O P P O S I N G  P L A S T I C  P I P E  B E C A U S E  T H E  

I N S T A L L A T I O N  O F  P L A S T I C  P I P E  R E D U C E S  L A B O R  C O S T S ?

T h e  a d v o c a t e s  o f  p l a s t i c  p i p e  w a n t  y o u  to t h i n k  t h a t  is t h e  
r e a s o n .  A c t u a l l y ,  t h e r e  a r e  m i n i m a l  e c o n o m i c  c o n s i d e r a t i o n s  

r e l a t e d  to t he  p l a s t i c  p i p e  i s s u e .  As  y o u  k n o w ,  SRI I n t e r n a t i o n a l  
( f o r m e r l y  S t a n f o r d  R e s e a r c h  I n s t i t u t e )  is c u r r e n t l y  p r o d u c i n g  an 
e n v i r o n m e n t a l  i m p a c t  r e p o r t  ( E . I . R . )  f o r  t h e  D e p a r t m e n t  o f  

H o u s i n g  5 C o m m u n i t y  D e v e l o p m e n t  w h i c h  r e l a t e s  to th e e x p a n d e d  
u s e s  o f  p l a s t i c  p l u m b i n g  p i p e .  T h e  i n i t i a l  r e v i e w  d r a f t  p r o ­

d u c e d  b y  SRI (the  f i n a l  r e p o r t  w i l l  n o t  be  c o m p l e t e d  u n t i l  n e x t  

y e a r )  r e p o r t s  or. p a g e  I V . F - 1  t h a t  t h e  p r o p o s e d  e x p a n d e d  u s e  o f.  

p l a s t i c s  in h o m e  c o n s t r u c t i o n  w o u l d  a m o u n t  to a l a b o r  s a v i n g s  o f  
o n l y  a b o u t  $50 p e r  s i n g l e  f a m i l y  r e s i d e n c e .  T h e  E . I . R .  d o e s  n o t  
i n c l u d e  a r e v i e w  o f  th e  p e r m e a t i o n  p h e n o m e n a ,  so n o  a c c u r a t e  

c o s t s  a r e  a v a i l a b l e  on t h e  l a b o r  c o s t  d i f f e r e n t i a l  b e t w e e n  the  

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

o f  a h o u s e  is m u c h  m o r e  c o m p l i c a t e d  t h a n  s i m p l y  l a y i n g  p i p e  in 
a t r e n c h ,  w e  c a n  a s s u m e  t h a t  the  i m p a c t  on  l a b o r  c o s t s  -- if 

s u b s u r f a c e  p l a s  ic w a t e r  l i n e s  w e r e  to be  r e s t r i c t e d  -- w o u l d  b e  

n e g l i g i b l e .

W H Y  T H E N ,  A R E  T H E  P L U M B E R S  SO C O N C E R N E D  A B O U T  P E R M E A T I O N ?

M e m b e r s  o f  t he  p l u m b i n g  t r a d e s  d r i n k  w a t e r  too. H i s t o r i c a l l y ,  

o u r  m e m b e r s h i p  h a s  b e e n  v e r y  a c t i v e  in t h e  p r o m o t i o n  o f  t e c h ­
n o l o g i e s  to d e l i v e r  p u r e  w a t e r  a n d  to p r o v i d e  a d e q u a t e  s a n i t a t i o n .  

O u r  i n i t i a l  e x a m i n a t i o n  i n t o  t h e  p l a s t i c  p i p e  i s s u e  h a d  b e e n  

p r o m p t e d  b y  a f e a r  t h a t  th e  h e a l t h  o f  p l u m b e r s  h a d  b e e n  s e v e r e l y  
e n d a n g e r e d  b y  t h e  u s e  o f  a d h e s i v e s  r e q u i r e d  f o r  t h e  b o n d i n g  o f  
p l a s t i c  p i p e ,  j u s t  as, 30 y e a r s  ago , o u r  f e a r  t h a t  w o r k i n g  w i t h  
a s b e s t o s  w a s  c a u s i n g  c a n c e r  a m o n g s t  o u r  m e m b e r s h i p  l e d  to o u r  

i n v e s t i g a t i o n  i n t o  th e d a n g e r s  o f  t h a t  m a t e r i a l .  O u r  c o n t i n u i n g  
e x a m i n a t i o n  o f  p l a s t i c  h a s  u n c o v e r e d  t h e  o t h e r  d a n g e r s  o f  t h e  

m a t e r i a l ,  i . e . ,  p e r m e a t i o n ,  l e a c h i n g ,  a n d  f i r e  t o x i c i t y .



H O W  C O M E  T H E  E . I . R .  D O E S  N O T  I N C L U D E  A N  E X A M I N A T I O N  O F  T H E  

P E R M E A T I O N  I S S U E ?

W e  t h i n k  it s h o u l d .  U n f o r t u n a t e l y  t h e  p r o p o n e n t s  o f  t h e  E . I . R .  
w e r e  u n a w a r e  o f  t h e  p e r m e a t i o n  i s s u e  w h e n  t h e  s c o p e  o f  the 

s t u d y  w a s  b e i n g  d e t e r m i n e d  b y  t h e  E . I . R .  T a s k  F o r c e  m e m b e r s h i p  
( a l t h o u g h  at l e a s t  two  o f  t h e  p a r t i c i p a n t s ,  t h e  D e p a r t m e n t  of 

H e a l t h  S e r v i c e s  r e p r e s e n t a t i v e  a n d  t h e  S o c i e t y  o f  t h e  P l a s t i c s  
I n d u s t r y  spo ke sp er so n- , w e r e  a p p a r e n t l y  w e l l  a w a r e  o f  tne  i s s u e  

b u t  c h o s e  n o t  to r e v e a l  it) a n d  it w a s  t’i?erefore n e v e r  i n c l u d e d  
in t h e  E . I . R . ' s  o r i g i n a l  w o r k  p l a n .  W h e n  p e r m e a t i o n  e v e n t u a l l y  

b e c a m e  a p u b l i c  i s s u e ,  v a r i o u s  e n v i r o n m e n t a l  a n d  l a b o r  o r g a n i ­

z a t i o n s ,  s o m e  l e g i s l a t o r s ,  a n d  e v e n  t h e  D e p a r t m e n t  o f  H e a l t h  
S e r v i c e s  r e q u e s t e d  t h a t  an e v a l u a t i o n  o f  p i p e  p e r m e a t i o n  be  
i n c l u d e d  in t h e  E . I . R .  D e s p i t e  t h e  s t r o n g  e v i d e n c e  t h a t  t h i s  

p r o b l e m  n e e d s  a c a r e f u l  a n a l y s i s ,  t h e  D e p a r t m e n t  o f  H o u s i n g  5 
C o m m u n i t y  D e v e l o p m e n t  a c c e d e d  to  t h e  d e m a n d s  o f  t h e  p l a s t i c  
i n d u s t r y  a n d  r e f u s e d  t o  p e r m i t  t h e  i n c l u s i o n  o f  a p e r m e a t i o n  

s t u d y .

W H A T  R E A S O N S  D I D  T H E  D E P A R T M E N T  O F  H O U S I N G  $ C O M M U N I T Y  D E V E L ­
O P M E N T  G I V E  F O R  R E F U S I N G  T O  I N C L U D E  P E R M E A T I O N  T E S T I N G  A S  A N  
E L E M E N T  O F  T H E  E . I . R ?

T h e  d e p a r t m e n t  c o n t e n d e d  t h a t  u n d e r g r o u n d  p i p e s  a r e  o u t s i d e  o f  

t h e i r  j u r i s d i c t i o n .  T h a t  c o n t e n t i o n  is n o t  tr ue.  W h i l e  w a t e r  

m a i n s  a r e  the  r e s p o n s i b i l i t y  o f  t h e  D e p a r t m e n t  o f  H e a l t h  S e r v i c e s ,  
t h e  s u b s u r f a c e  p i p e s  w h i c h  c a r r y  w a t e r  f r o m  the m e t e r  ( u s u a l l y  

at t h e  p r o p e r t y  line) to t h e  s t r u c t u r e  a r e  w i t h i n  t h e  j u r i s d i c ­

t i o n  o f  D H C D . C l e a r l y ,  if a p l a s t i c  w a t e r  m a i n  c a n  b e  p e r m e a t e d ,  
so c a n  a p l a s t i c  s e r v i c e  l i n e  c a r r y i n g  w a t e r  u n d e r  a r e s i d e n t i a l  
y a r d .  D H C D  h a s  f r e q u e n t l y  s i d e d  w i t h  t h e  p l a s t i c  i n d u s t r y  

r e p r e s e n t a t i v e s  d u r i n g  E . I . R .  T a s k  F o r c e  d i s p u t e s ,  so the 

d e p a r t m e n t ' s  r e f u s a l  w a s  n o t  s u r p r i s i n g .

W H A T  IS T H E  M A G N I T U D E  O F  T H E  P R O B L E M ?

N o  o n e  c a n  k n o w  f o r  s u r e ,  b u t  w e  b e l i e v e  it c a n  be  a p r o b l e m  

w i t h  e n o r m o u s  c o n s e q u e n c e s .  U n t i l  a c o m p r e h e n s i v e  t e s t  is 
c o m p l e t e d ,  w e  c a n  no t  k n o w  w i t h  a b s o l u t e  c e r t a i n t y  w h i c h  c h e m ­

i c a l s  w i l l  p e r m e a t e  p l a s t i c  p i p e ,  w h i c h  s o i l  c o n d i t i o n s  c o n t r i b ­

u t e  to it, n o r  h o w  l o n g  it t a k e s  f o r  p e r m e a t i o n  to r e a c h  t r u l y  

h a z a r d o u s  l e v e l s .  T h e  v e t o e d  s t u d y  c o u l d  h a v e  g i v e n  us t h o s e  

a n s w e r s .  I ts  p o s s i b l e ,  h o w e v e r ,  to s p e c u l a t e  w i t h  s o m e  a s s u r a n c e  
a b o u t  t h e  m a g n i t u d e  o f  t h e  p r o b l e m :

T h e  E . I . R .  d r a f t  p r e p a r e d  b y  S R T. e s t i m a t e s  t h a t  o v e r  2 5 ?0 of  all 
C a l i f o r n i a n s  w i l l  l i v e  in h o m e s  p l u m b e d  b y  p l a s t i c  p i p e  w i t h i n  
th e  n e x t  25 y e a r s  if t h e  p r o p o s e d  n e w  u s e s  o f  p l a s t i c  ax e  

a p p r o v e d .  It is s a f e  to e s t i m a t e  t h a t  at l e a s t  t h a t  m a n y ,  a n d  
p r o b a b l y  m a n y  m o r e ,  w i l l  a l s o  b e  s e r v e d  b y  u n d e r g r o u n d  p i p e  

s y s t e m s  w h i c h  i n c l u d e  at l e a s t  s o m e  p l a s t i c .  (The m a n a g e r  ol 
t h e  S a n  J u a n  S u b u r b a n  W a t e r  D i s t r i c t  in S a c r a m e n t o  C o u n t y  ha s 

e s t i m a t e d  t h a t  98% of  t h e  n e w  h o m e s  in h i s  d i s t r i c t  h a v e  p l a s t i c  

w a t e r  l i n e s  f r o m  the h o u s e  to t h e  m a i n . )  C o n s i d e r  a l s o  t h a t



t h e r e  a r e  t h o u s a n d s  o f  r e c o r d e d  t o x i c  s p i l l s  e a c h  y e a r  in 

C a l i f o r n i a  ( e v e r y  o n e  o f  t h e m  c o u l d  e v e n t u a l l y  t r i g g e r  s o m e  

p e r m e a t i o n  a c t i v i t y ) , t h a t  t h e r e  a r e  n o w  t e n s  o f  t h o u s a n d s  of 
C a l i f o r n i a  h o m e s  n e a r  h a z a r d o u s  w a s t e  s i t e s  ( s u c h  as t h e  C o y o t e  

H i l l s  t r a c t  n e a r  M c C o l l ) , a n d  t h a t  m a n y  n e w  c o m m u n i t i e s  ar e 
p r o j e c t e d  f o r  d e v e l o p m e n t  o n  l a n d  w h i c h  h a d  f o r m e r l y  b e e n  

c o n t a m i n a t e d  b y  p e s t i c i d e s .  T h e  p o t e n t i a l  f o r  e x t r e m e  d a n g e r  
is h i g h ;  its t i m e  f o r  c l e a r  a n s w e r s .

IS A N Y O N E  B E S I D E S  T H E  C A L I F O R N I A  P I P E  T R A D E S  C O U N C I L  A C T I V E L Y  

S U P P O R T I N G  P E R M E A T I O N  T E S T I N G ?

T h e r e  is, o f  c o u r s e ,  c o n s i d e r a b l e  s u p p o r t  w i t h i n  t h e  L e g i s l a t u r e .  

A d d i t i o n a l l y ,  t h e  C a l i f o r n i a  P i p e  T r a d e s  C o u n c i l  is p a r t  o f  a 

c o a l i t i o n  o f  o r g a n i z a t i o n s  w h i c h  h a v e  b e e n  a c t i v e l y  p u s h i n g  for 

p e r m e a t i o n  t e s t i n g .  • O t h e r  m e m b e r s  o f  t h e  c o a l i t i o n  i n c l u d e  
t h e  C i t i z e n s  f o r  a B e t t e r  E n v i r o n m e n t ,  t h e  C o n s u m e r  F e d e r a t i o n  

o f  C a l i f o r n i a ,  t h e  F r i e n d s  o f  t h e  E a r t h ,  a n d  t h e  N a t u r a l  R e s o u r c e s  
D e f e n s e  C o u n c i l .  A d d i t i o n a l l y ,  t h e  S z e r r a  C l u b  h a s  t a k e n  s t r o n g  
s u p p o r t i v e  p o s i t i o n s .



A S T A T E M E N T  O F  C O N C E R N  F O R  A N E W  P U B L I C  H E A L T H  R I S K  
P O S E D  BY T O X I C  S U B S T A N C E S  

T H A T  P E N E T R A T E  P L A S T I C  D R I N K I N G  W A T E R  P I P E S

P r e s e n t e d  to

T h e  A s s e m b l y  W a y s  a n d  M e a n s  S u b c o m m i t t e e  N u m b e r  1 

A r t  A g n o s  , C h a i r p e r s o n

by

T h e  C o n s u m e r  F e d e r a t i o n  of C a l i f o r n i a ,  F r i e n d s  of the E a r t h ,  
C i t i z e n s  f o r  a B e t t e r  E n v i r o n m e n t ,  T h e  N a t u r a l  R e s o u r c e s  

D e f e n s e  C o u n c i  1, an d  th e  C a l i f o r n i a  P i p e  T r a d e s  C o u n c i l

O c t o b e r  19, 198 3



W e  w i s h  t o  a l e r t  t h e  C o m m i t t e e  to a n e w  an d  p r e v i o u s l y  
u n d e r e s t i m a t e d  s o u r c e  of e n v i r o n m e n t a l  c o n t a m i n a t i o n .  We a r e  

g r a v e l y  c o n c e r n e d  t h a t  C a l i f o r n i a  c o n s u m e r s  m a y  b e  u n k n o w i n g l y  
e x p o s e d  to h a z a r d o u s  c h e m i c a l s  v h i c h  m a y  e n t e r  d r i n k i n g  w a t e r  
s u p p l i e s  f r o m  c o n t a m i n a t e d  s o i l s  b y  m i g r a t i n g  t h r o u g h  th e w a l l s  of 

p e r m e a b l e  p l a s t i c  w a t e r  p i p e s .

T h e  d e g r e e  of o u r  c o n c e r n  is h e i g h t e n e d  b y  t w o  fa c t s :

1) t h e  i n c r e a s i n g  o c c u r r e n c e s  of s o i l  c o n t a m i n a t i o n  

f o l l o w i n g  a c c i d e n t a l  spills., l e a k s  f r o m  u n d e r ­
g r o u n d  s t o r a g e  t a n k s  a n d,  c h e m i c a l  m i g r a t i o n  f r o m  

l a n d f i l l s  [ f r o m  t h e  r e c o r d s  of th e E n v i r o n m e n t a l  
P r o t e c t i o n  A g e n c y  w e  k n o w  o f  5 8  e p i s o d e s  of m a j o r  

s p i l l s  of g a s o l i n e  or  d i e s e l  o i l  in o n e  m o n t h  in 
C a l i f o r n i a  a l o n e  ( J a n u a r y ,  11983)3 ; and,

2) t h e  i n c r e a s i n g  r e l i a n c e  of m a n y  m u n i c i p a l i t i e s  on 

p l a s t i c  p i p e s  as t h e  c o n d u i t s  f o r  p o t a b l e  w a t e r .

In t he  p a s t ,  s u c h  e p i s o d e s  of s o i l  c o n t a m i n a t i o n  ha d  
b e e n  t h o u g h t  to be  r a r e  a n d  s m a l l  in m a g n i t u d e .  F r o m  the EPA 
r e c o r d s  w e  k n o w  t h a t  s p i l l s  in t h e  m i l l i o n - g a l l o n  r a n g e  m a y  o c c u r  
m o n t h l y .  In e a r l y  M a y ,  1983, t h e  R e g i o n a l  W a t e r  Q u a l i t y  C o n t r o l  
B o a r d  in S a n t a  C l a r a  r e p o r t e d  a t o t a l  of 57 m a j o r  u n d e r g r o u n d  l e ak s 
f r o m  s t o r a g e  t a n k s  c o n t a i n i n g  i n d u s t r i a l  s o l v e n t s  and  s t r i p p i n g  
s o l u  t i o n s .

M u n i c i p a l i t i e s  e i t h e r  h a v e  b e e n  u n a w a r e  of t h e s e  p r o b ­
l e m s  o r  h a v e  u n d e r e s t i m a t e d  its s e r i o u s n e s s .  S a n  F r a n c i s c o  u s e s  

p l a s t i c  p i p i n g  in o v e r  50 p e r c e n t  o f  its w a t e r  s e r v i c e  c o n n e c t i o n s .  
T h e  E a s t  B a y  M u n i c i p a l  U t i l i t y  D i s t r i c t  ( E B M U D ) ,  in s p i t e  of h a v i n g  
u n c o v e r e d  o v e r  a d o z e n  s u c h  e p i s o d e s  s i n c e  1978, r e l i e s  a l m o s t  

e x c l u s i v e l y  o n  p o l y b u t y l e n e  p l a s t i c  p i p e  f o r  its m a i n s  an d r e c o m ­
m e n d s  s u c h  u s e  f o r  s e r v i c e  l a t e r a l s .

R e s e a r c h  d o n e  at the A n l a b  L a b o r a t o r y  in S a c r a m e n t o  
u n d e r  t h e  s u p e r v i s i o n  of P r o f .  M a r c  L a p p e '  of t h e  UC  B e r k e l e y  

S c h o o l  of P u b l i c  H e a l t h  h a s  s h o w n  t h a t  s e v e r a l  m a j o r  g r o u p s  of 

h a z a r d o u s  c h e m i c a l s  c a n  p e r m e a t e  d i f f e r e n t  t y p e s  of p l a s t i c  pipe.  
S o m e  o f t h e s e  p i p e s ,  s u c h  as p o l y b u t y l e n e  an d  p o l y e t h y l e n e ,  are 

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

A t  t h e  F a i r c h i l d  p l a n t  in S a n  J o s e ,  f o r  i n s t a n c e ,  s o i l s  
h a v e  b e e n  c o n t a m i n a t e d  w i t h  c h l o r i n a t e d  s o l v e n t s  l i k e  1,1,1 tri - 
c h l o r o e t h a n e  a n d  1,1 d i c h l o r o e t h y l e n e . H o m e s  in the  i m m e d i a t e



v i c i n i t y  o f t h e  p l u m e  of c o n t a m i n a t i o n  a r e  p l u m b e d  w i t h  s u b s o i l  

p o l y e t h y l e n e  (PE) and p o l y v i n y c h l o r i d e  p i p e  ( P V C ) .  P E  h a s  p r o v e n  
to b e  e x t r e m e l y  p e r m e a b l e  to t h e s e  s o l v e n t s ,  P V C  l e s s  so.

H o m e s  s o l d  t h r o u g h o u t  C a l i f o r n i a  a r e  c o m m o n l y  s p r a y e d  

w i t h  1 i n d a n e , a c a r c i n o g e n i c  a n d  t e r a t o g e n i c  p e s t  c o n t r o l  a g e n t  
w h i c h  th e  E P A  has j u s t  r e c e r t i f i e d  f o r  u s e  as a s t r u c t u r a l  p e s t  
c o n t r o l  a g e n t .  T h e  l a b e l s  o n  s e v e r a l  s u c h  f o r m u l a t i o n s  c a r r y  th e  

i n s t r u c t i o n  to s p r a y  d i r e c t l y  o n  e x p o s e d  p i p e s .  A n l a b  s t u d i e s  

s h o w  t h a t  p r o l o n g e d  c o n t a c t  ( 1 - 7  w e e k s )  b e t w e e n  P V C  p i p e  a n d  a 
c o n c e n t r a t e d  l i n d a n e  s o l u t i o n  r e s u l t s  in s u b s t a n t i a l  c o n t a m i n a t i o n  

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

t i c i d e  .

A l t h o u g h  it c o n t a i n s  l e s s  t o x i c  i n g r e d i e n t s  t h a n  l i n d a n e ,  
th e c h e m i c a l  of g r e a t e s t  c o n c e r n  r e m a i n s  g a s o l i n e  b e c a u s e  of its 

u b i q u i t o u s  p r e s e n c e  in t h e  e n v i r o n m e n t .  In s p i t e  of s t u d i e s  d o n e  
in 1 9 7 8 - 7 9  by E B M U D  w h i c h  s h o w e d  t h a t  g a s o l i n e  w i l l  r e a d i l y  p e n e ­

t r a t e  PE an d P B  ( p o l y b u t v l e n e )  p i p e ,  t h e  l e v e l  of c o n c e r n  of 
h e a l t h  o f f i c i a l s  f o r  th is  n o w  c o m m o n l y  r e c o g n i z e d  p e r m e a t i o n  e v e n t  
r e m a i n s  i n e x p l i c a b l y  lo... A s u r v e y  o f  w a t e r  u t i l i t y  d i s t r i c t s  in 

C a l i f o r n i a  p e r f o r m e d  in t h e  s u m m e r  of 1983 by th e S a n i t a r y  E n g i n ­
e e r i n g  B r a n c h  of t he  S t a t e  D e p a r t m e n t  o f  H e a l t h  S e r v i c e s  s h o w e d  
t h a t  62 p e r c e n t  of the r e p r e s e n t a t i v e s  of  d i s t r i c t s  w h i c h  r e g u l a r l y  

r e c o m m e n d  the u s e  of p l a s t i c  p i p e  f o r  w a t e r  l i n e s  k n e w  n o t h i n g  

a b o u t  S t a t e  r e g u l a t i o n s  w h i c h  p r o s c r i b e d  t h e i r  u s e  in the  p r e s e n c e  
of p e t r o l e u m  d i s t i l l a t e s .

In s p i t e  of t h e i r  f a m i l i a r i t y  w i t h  p e r m e a t i o n  p r o b l e m s  
w i t h  p l a s t i c  p i p e ,  the D e p a r t m e n t  of H e a l t h  S e r v i c e s  f a i l e d  to 

s p e c i f y  p e r m e a b i l i t y  w h e n  a s k e d  to i n d i c a t e  w h a t  p u b l i c  h e a l t h  

c o n c e r n s  w e r e  p r o p e r l y  w i t h i n  th e  s c o p e  of  an  E n v i r o n m e n t a l  I m p a c t  
R e p o r t  o n  e x p a n d e d  u s e  o f  p l a s t i c  p i p e  b e i n g  c o n d u c t e d  by the 

D e p a r t m e n t  of H o u s i n g  and C o m m u n i t y  D e v e l o p m e n t .  T h i s  o m i s s i o n  
is a l 1 t he  m o r e  q u e s t i o n a b l e  in th e f a c e  o f  th e f a c t  t h a t  R o b e r t  

S t e p h e n s ,  t h e n  the D e p a r t m e n t ' s  h e a d  of  h a z a r d o u s  s u b s t a n c e s ,  h a d  

j u s t  r e t u r n e J  f r o m  an o v e r s i g h t  m i s s i o n  in H o l l a n d  w h e r e  h e  h a d  
o b s e r v e d  the m o s t  s e r i o u s  e n v i r o n m e n t a l  e p i s o d e  i n v o l v i n g  p l a s t i c  

p i p e  p e r m e a ’.ion t h e n  k n o w n  ( L e k k e r k e r k ) .

P e r h a p s  of g r e a t e r  c o n c e r n ,  is t he f a c t  t h a t  t h e  a t t o r ­
n e y  f o r  the S o c i e t y  f o r  P l a s t i c s ,  In c . ,  f a i l e d  to d i v u l g e  a n y  
d a t a  a b o u t  p l a s t i c  p i p e  p e r m e a t i o n  w h e n  a s k e d  to d o  so  by the 

D e p a r t m e n t  of H e a l t h  S e r v i c e s  in M a r c h  of 1981 f o l l o w i n g  t h e  f i r s t  

p u b l i c  r e p o r t s  of the L e k k e r k e r k  e v e n t .  It is c l e a r  f r o m  m a t e r i a l  
s u b m i t t e d  fo r the p u b l i c  r e c o r d  t h a t  s u c h  i n d u s t r y  d a t a  w e r e  
a v a i l a b l e .



P a r t  of t h e  l a c k  of th e D e p a r t m e n t ' s  c o n c e r n  m a y  h a v e  
s t e m m e d  f r o m  t h e  m i s t a k e n  b e l i e f  t h a t  p r o b l e m s  of t h e  m a g n i t u d e  
o f  t h e  L e k k e r k e r k  e p i s o d e  ( o f t e n  c a l l e d  E u r o p e ' s  L o v e  C a n a l )  

c o u l d  n o t  h a p p e n  in th e U n i t e d  S t a t e s .  B u t  w e  k n o w  n o w  of s e v e r a l  
e p i s o d e s  r e p o r t e d  to A m e r i c a n  w a t e r  d i s t r i c t s  a n d  the  E P A  w h i c h  

h a v e  i n v o l v e d  p o t e n t i a l  h u m a n  e x p o s u r e  to e x t r e m e l y  h a z a r d o u s  

s u b s t a n c e s  s u c h  as b e n z e n e  as t h e  r e s u l t  o f  p e r m e a t i o n  of p l a s t i c  
p i p e .

A n o t h e r  e x p l a n a t i o n  f o r  D e p a r t m e n t  p a s s i v i t y  is t he  
b e l i e f  t h a t  t h e  t a s t e  o r  o d o r  of t h e  w a t e r  w i l l  a l e r t  c o n s u m e r s  
to  t h e  e x i s t e n c e  o f  a p r o b l e m .  P u b l i s h e d  d a t a  o n  o d o r  t h r e s h o l d s  

f o r  t h e  c h e m i c a l s  o f  c o n c e r n  f o r  p e r m e a t i o n  e s t a b l i s h  t h a t  c o n ­

s u m e r s  c a n n o t  b e  e x p e c t e d  to d e t e c t  t h e m  b e f o r e  t h e y  a r e  a l r e a d y  

a b o v e  t he  l e v e l  o f h e a l t h  c o n c e r n .

A c a s e  in p o i n t  is b e n z e n e ,  a h u m a n  l e u k e m i a - c a u s i n g  
a g e n t .  D a t a  f r o m  t h e  A n l a b  s t u d i e s  s h o w e d  t h a t  t h i s  c o n s t i t u e n t  

o f  g a s o l i n e  w i l l  r e a d i l y  g o  t h r o u g h  P B  a n d  P E  p i p e  w a l l s  a n d  r e a c h  
e x t r e m e l y  h i g h  c o n c e n t r a t i o n s  ( 1 0 0  p p m )  a f t e r  j u s t  o n e  w e e k  of 
e x p o s u r e .  T h i s  o b s e r v a t i o n  c o u l d  h a v e  p r e d i c t e d  a p e r m e a t i o n  
c o n t a m i n a t i o n  e p i s o d e  in C o l u m b u s ,  O h i o ,  w h e r e  s e v e n  p e o p l e  w e r e  
e x p o s e d  to l e v e l s  of b e n z e n e  w e l l  a b o v e  t h o s e  c o n s i d e r e d  the  

t h r e s h o l d  f o r  r e g u l a t o r y  a c t i o n .  F o r  b e n z e n e  in p a r t i c u l a r ,  the 
o d o r  d e t e c t i o n  t h r e s h o l d  is k n o w n  to b e  s u b s t a n t i a l l y  a b o v e  th is  

t h r e s h o l d ,  s e t  b y  t he  E P A  at 0 . 6 6  p a r t s  p e r  b i l l i o n  ( p pb ).  At 
100 p a r t s  p e r  m i l l i o n ,  t he  l e v e l s  f o u n d  b y  the A n l a b  w o r k - - a l b e i t  

w i t h  p u r e  g a s o l i n e - - a r e  o v e r  1 0 0 , 0 0 0  t i m e s  t he  a c t i o n  l e v e l .

T h e  l a c k  of r e s p o n s e  o n  t h e  p a r t  of the p l a s t i c s  i n­
d u s t r y  to t he  D e p a r t m e n t ' s  r e q u e s t  f o r  d a t a  on p e r m e a t i o n  ( M a r c h ,
1 9 b 1) is e v e n  le ss  u n d e r s t a n d a b l e ,  s i n c e  s e v e r a l  i n d u s t r y  s t u d i e s  

o n  t h e  r e s i s t a n c e  of  v a r i o u s  p l a s t i c s  to a t t a c k  by c h e m i c a l s ,  
s h o w  t h a t  t h e y  h a v e  k n o w n  a b o u t  t he  v u l n e r a b i l i t y  of v a r i o u s  

p l a s t i c s  s i n c e  th e e a r l y  1 9 6 0 ' s .  T h a t  t h e y  p e r m i t t e d  w a t e r  p i p e s  
to b e  c o n s t r u c t e d  of t h e s e  s a m e  m a t e r i a l s  w i t h o u t  p u b l i c  d i s ­
c l o s u r e  of thi s v u l n e r a b i l i t y  to a p p r o p r i a t e  p u b l i c  a g e n c i e s  is 

c a u s e  f o r  c o n c e r n .

B e c a u s e  of the g r a v i t y  of  t h e  p o t e n t i a l  h e a l t h  h a z a r d s  

p o s e d  b y t h e s e  a n d  o t h e r  c a r c i n o g e n i c  c h e m i c a l s ,  and  th e  u n c e r ­

t a i n t i e s  s u r r o u n d i n g  w h e r e  a n d  w h e n  h e a l t h - t h r e a t e n i n g  e p i s o d e s  

m a y  o c c u r  t h r o u g h o u t  the s t a t e ,  w e  b e l i e v e  t h a t  the f o l l o w i n g  
m o r a t o r i a  r e q u i r e m e n t s  a n d  a u t h o r i z a t i o n s  s h o u l d  be a d o p t e d  

i m m e d i a t e l y :

1) A s p e c i f i c  m o r a t o r i u m  o n  u s e  of  u n d e r g r o u n d  p l a s t i c



p i p e s  f o r  c a r r y i n g  p o t a b l e  w a t e r  in a n d  a r o u n d  h i g h -  
r i s k  s i t e s  in t h e  s t a t e .  T h e s e  s i t e s ,  to be  s p e c i­

f i e d  b y  t h e  D e p a r t m e n t  of  H e a l t h  S e r v i c e s ,  D e p a r t m e n t  

of F o o d  a n d  A g r i c u l t u r e ,  a n d  C a l T r a n s ,  w o u l d  i n c l u d e ,  
b u t  n o t  b e  l i m i t e d  to, a r e a s  o f  p r o x i m i t y  to p r e s e n t  
a n d  a b a n d o n e d  h a z a r d o u s  w a s t e  d i s p o s a l  s i t e s ;  land in 
p r o x i m i t y  to u n d e r g r o u n d  c h e m i c a l  s t o r a g e  ta n k s ;  a g ­
r i c u l t u r a l  l a n d  w h e r e  r e s i d u a l  c o n t a m i n a t i o n  w i t h  

p e s t i c i d e s  o r  s o i l  s t e r i l a n t s  m a y  o c c u r ;  and,  r i g h t s -  
o f - w a y  a t  h i g h  r i s k  f o r  a c c i d e n t s  o r  s p i l l s  th at  

c o n t a m i n a t e  s o i l s  w i t h  p o t e n t i a l l y  p e r m e a t i n g  c h e m ­

i c a l s  .

A r e q u i r e m e n t  t h a t  s o i l s  a t  a l l  m a j o r  c o n s t r u c t i o n  
s i t e s  a n d  r i g h t s - o f - w a y  in w h i c h  c o n t r a c t o r s  in t e n d  

to u s e  p l a s t i c  p i p e  b e  m o n i t o r e d  p r i o r  to u s e  to 

d e t e r m i n e  t h e  p r e s e n c e  o f  s i g n i f i c a n t  l e v e l s  of 

p e r m e a t i n g  c h e m i c a l s .

A d i r e c t i v e  to t h e  D e p a r t m e n t  of H e a l t h  S e r v i c e s  to 
r i g o r o u s l y  e n f o r c e  r e l e v a n t  s t a t u t e s  a n d  r e g u l a t i o n s  

d e a l i n g  w i t h  th e s i t i n g  o f  w a t e r  m a i n s  an d s e r v i c e  

l a t e r a l s .

A n o t i f i c a t i o n  r e q u i r e m e n t  t h a t  h o u s e h o l d e r s  w h o s e  
s e r v i c e  l i n e s  h a v e  b e e n  p l u m b e d  w i t h  p l a s t i c  be w a r n ­

ed of t h e  h e a l t h  r i s k s  a s s o c i a t e d  w i t h  p e r m e a t i o n  

of t o x i c  c h e m i c a l s  f r o m  c o n t a m i n a t e d  so il.

A r e q u i r e m e n t ,  t h a t  C a l T r a n s  a n d  o t h e r  e m e r g e n c y  a g e n ­
c i e s  n o t i f y  l o c a l  w a t e r  u t i l i t i e s  k n o w n  to u s e  p l a s ­
tic  p i p e  of a n y  s p i l l  o r l e a k a g e  of h a z a r d o u s  c h e m ­

i c a l s  w h i c h  c a n  p e r m e a t e  p l a s t i c  p i p i n g  (A m o d e l  

n o t i f i c a t i o n  r e q u e s t  f o r  P C B  p e r m e a t i o n  of P3 p i p e  
was r e c e n t l y  developed b y  t h e  N o r t h  M a r i n  C o u n t y  W a t e r  

D i s t r i c t )  .

A r e q u i r e m e n t  t h a t  t h e  D e p a r t m e n t  of F o o d  and A g r i ­

c u l t u r e  m o n i t o r  a g r i c u l t u r a l  s o i l s  f o r  r e s i d u a l  c o n ­
t a m i n a n t s  v?hich c a n  p e r m e a t e  u n d e r g r o u n d  p l a s t i c  
i r r i g a t i o n  p i p e s  a n d  t h e r e b y  r e c o n t a m i n a t e  c r o p s  or 

w o r k e r s  ( e x a m p l e s  i n c l u d e  D B C P  a nd  d i c h l o r o p r o p a n e s ). 

A n d

An  a u t h o r i z a t i o n  f o r  t h e  D e p a r t m e n t  of H e a l t h  S e r v i c e s  
to m o d i f y  it s e x i s t i n g  r e g u l a t i o n s  p r o s c r i b i n g  the 

u s e  of p l a s t i c  p i p e  w h e r e  p e t r o l e u m  d i s t i l l a t e s  a r e  
p r e s e n t  to e n c o m p a s s  a l l  c l a s s e s  of c h e m i c a l s  k n o w n



to p e r m e a t e  p l a s t i c  pipe.

W e  b e l i e v e  t h a t  t h e  h e a l t h  a n d  w e l f a r e  of C a l i f o r n i a  

c i t i z e n s  w i l l  b e  s u b s t a n t i a l l y  s e r v e d  b y  t a k i n g  t h e  s t e p s  o u t ­
l i n e d  a b o v e  t o o f f s e t  t h e  r e a l  a n d  p o t e n t i a l l y  d a m a g i n g  h e a l t h  

t h r e a t  p o s e d  b y  t h e  p e r m e a t i o n  of p l a s t i c  w a t e r  p i p e s  by to:»ic 
o r g a n i c  c h e m i c a l s .



I N C I D E N T S  O F  P E R M E A T I O N  O F  P L A S T I C  W A T E R  S U P P L Y  L I N E S

S I T E

E a s t  B a y  M u n i c i p a l  U t i l i t y  D i s t r i c t s ,  O a k l a n d ,  C a l i f o r n i a :

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

o f  p l a s t i c  p i p e .  S p e c i f i c  t y p e s  o f  p l a s t i c  p i p e s  p e r m e a t e d  a r e  
u n k n o w n  a t  t h i s  t i m e .

M a r i n  M u n i c i p a l  W a t e r  D i s t r i c t ,  C o r t e  M a d e r a ,  C a l i f o r n i a :

E p i s o d e s  o f  g a s o l i n e  p e r m e a t i o n  o f  P B  p i p e  a t  t w o  

r e s i d e n c e s .

N o r t h  M a r i n  C o u n t y  W a t e r  D i s t r i c t ,  N o v a t o ,  C a l i f o r n i a :

P e r m e a t i o n  o f  P B  p i p e  b y  g a s o l i n e  ( a c c i d e n t  n e a r  m e t e r )  

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

S t a t e  of  D e l a w a r e :

D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  D i v i s i o n  o f  
P u b l i c  H e a l t h  r e p o r t e d  a n  e p i s o d e  o f p e r m e a t i o n  a t  a s h o p p i n g  

c e n t e r  o f  PE  p i p e  b y  T e t r a c h l o r o e t h y l e n e  ( P C E ) .

C o l u m b u s ,  O h i o :

S h o p p i n g  c e n t e r ,  2 4 9 2  M o r s e  R o a d ,  C o l u m b u s ,  r e p o r t s  of 
p e r m e a t i o n  of P E  b y  g a s o l i n e  d i s t i l l a t e s .  A d v e r s e  h e a l t h  e f f e c t s  

r e p o r t e d .

N U M B E R  O F  E P I S O D E S  
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w m m  m m ?

I N C I D E N T S  O F  P E R M E A T I O N  O F  P L A S T I C  W A T E R  S U P P L Y  L I N E S

( C o n t i n u e d )

S I T E  N U M B E R  O F  E P I S O D E S

C h a t t a n o o g a ,  T e n n e s s e e ;

P e r m e a t i o n  o f  a r e s i d e n t i a l  p l a s t i c  s e r v i c e  l i n e  
b y  g a s o l i n e .  1

L e k k e r k e r k ,  N e d a r l a n d s :

S e e  a t t a c h e d  d e s c r i p t i o n .  8 0 0  I n h a b i t a n t s  e v a c u a t e d ;

2 7 0  h o m e s  c o n t a m i n a t e d .  270

- 2 -



CONTACT:
Ravmond Leonardini 
(916) 444-0225

A new danger associated with the use of plastic pipe was 

revealed today in Sacranento at an A s s embly committee hearing. 

L a b o r a t o r y  tests have shown that 1 i n d a n e , a carcinogenic chemical 

co m monly sprayed on or near pipes for the control of termites and 

other structural pests, will penetrate the walls of some plastic 

pipe and contaminate drinking w a ter according to Dr. Marc Lappe of 

the U.C. Berkely School of Public Health.

T e s t ifying before an A s s e m b l y  Ways 6 Means Subcommittee 

chaired by Assemblyman Art Agnos (D-San Francisco), Lappe urged the 

state to adopt an emergency regulation to prevent the application of 

lindane on or near plastic pipe.

U n der California law, all structures must be treated for 

termites before sale or resale. The average home in California is 

resold every four years, according to Lappe,' and lindane is the 

second most common chemical used for the required treatment. Lappe 

speculated that, by the year 1990, most Californians will have 

drunk water from lindane contaminated pipes.

Lappe warned the committee that "the state departments which 

are responsible for health and environmental protection need to 

conduct comprehensive examinations of plastic pipe permeation and do 

, a better job of coordinating information amongst themselves." The 

testing for lindane permeation was recently completed under Lappe's 

supervision by an independent laboratory in Sacramento. Previous 

research had indicated that gasoline and other toxic chemicals 

commonly spilled, dumped, or sprayed in or on soil will permeate 

plastic pipe.

"Despite the reports of gasoline permeation episodes by three 

different California utility districts and independent confirmation 

of my findings by the A m e rican Water '.t’orks Service Co. in New Jersey, 

the state has attempted to ignore this serious health hazard," 

l.appe charged.

Agnos had called the hearing in response to an unreleased

report by the Department of Consumer Affairs that the Department of

H eal t h  Services and other agencies had failed to properly protect

d r i nking water quality in a housing tract developed near the McCpll

hazardous waste site iri Fullerton. The hearing also questioned the

G o v e rnor's veto of a Budget Bill appropriation which would have

c o m m i s s i o n e d  a study of pipe permeation.
l i t  f t



C o m m o n  N a m e : L i n d a n e

S y n o n y m s :  H e x a c h l o r o c y c l o h e x a n e ; g a m m a  b e n z e n e  h e x a c h l o r i d e ;

B H C

U s e s : F u m i g a n t  in h o m e s  a n d  g a r d e n s *  (See a t t a c h m e n t s ) ;

c o n t r o l  o f  b o d y  l i c e

* A p p r o x i m a t e l y  2 9 , 0 0 0  p o u n d s  o f  L i n d a n e  w e r e  u s e d  for 

s t r u c t u r a l  p e s t  c o n t r o l  i n  C a l i f o r n i a  i n  1981.
P e s t i c i d e  U s e  R e p o r t , D e p t  of 

F o o d  a n d  A g r i c u l t u r e ,  S t a t e  of 
C a l i f o r n i a ,  1981.

T y p e  of C h e m i c a l : O r g a n o c h l o r i n e  ( c h l o r i n a t e d  h y d r o c a r b o n )

C h e m i c a l  a n d  P h y s i c a l  P r o p e r t i e s : C o l o r l e s s ;  p e r s i s t s  in e n v i r o n -
m e a n t  f o r  a p p r o x i m a t e l y  10 y e a r s *

* * An A s s e s s m e n t  o f  t h e  H e a l t h  R i s k s  of S e v e n  P e s t i c i d e s  
U s e d  f o r  T e r m i t e  C o n t r o l . C o m m i t t e e  on T o x i c o l o g y ,
B o a r d  o n  T o x i c o l o g y  a n d  E n v i r o n m e n t a l  H e a l t h  H a z a r d s ,  

C o m m i s s i o n  on  L i f e  S c i e n c e s .  N a t i o n a l  A c a d e m y  Pr es s,  

W a s h i n g t o n ,  D . C .  A u g u s t ,  1 9 8 2 . p . 3.

L D ^ q : A c u t e  o r a l :  8 8  m g / k g .  in m a l e  r a t s *

* T h o m s o n ,  W . T .  A g r i c u l t u r a l  C h e m i c a l s ,'T h o m s o n  

P u b l i c a t i o n s ,  Cal ifornia"! 1977.

A n t i d o t e : N o  a n t i d o t e  a v a i l a b l e

A c u t e  H e a l t h  E f f e c t s : As a n  o r g a n o c h l o r i n e , l i n d a n e  m a y  d i s r u p t
th e f u n c t i o n  of th e n e r v o u s  s y s t e m ,  p r i n­
c i p a l l y  t h a t  of t h e  b r a i n .  A c u t e  s y m p t o m s

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

h e n s i o n ,  w e a k n e s s ,  m u s c l e  t w i t c h i n g  and 
c o n v u l s i o n s .  C h l o r i n a t e d  h y d r o c a r b o n s  ar e 

f a t  s o l u b l e  a n d  m a y  be s t o r e d  in h u m a n  b o d y  

f a t .

M o r g a n ,  D . P . ,  1977. R e c o g .  &

M g m t .  of P e s t i c i d e  P o i s o n i n g s, 

U . S .  EP A,  W a s h i n g t o n ,  D.C.

L I N D A N E



A 2 - y e a r - o l d  b o y  d e v e l o p e d  a p l a s t i c  a n e m i a  
a f t e r  p l a y i n g  w i t h  a d o g  t r e a t e d  w i t h  l i n­

d a n e  s o l u t i o n  f o r  m a n g e .
V o d o p i c k ,  H. " C h e r c h e z  la 

C h i e n n e :  E r y t h r o p o i e t i c  H y p o ­
p l a s i a  A f t e r  E x p o s u r e  to 
- B e n z e n e  H e x a c h l o r i d e ." J A M A ,  

2 3 4 ( 8 ) ,  8 5 0 - 8 5 1 ,  1975.

L i n d a n e  c a n  b e  a b s o r b e d  t h r o u g h  t he  s k i n .

C h r o n i c  H e a l t h  E f f e c t s : L i n d a n e  h a s  b e e n  s h o w n  to c a u s e  c a n c e r  in
r a t s  a n d  m i c e .

R e u b e r ,  M.D.,' 1979. " C a r c i n o g e n i c i t y  of L i n d a n e . "
E n v i r o n .  R e s . 19 (2): 4 6 0 - 4 8 1 .

R e u b e r ,  M . D . ,  1979. " C a r c i n o m a s  a n d  O t h e r  L e s i o n s

o f  t h e  L i v e r  in M i c e  I n g e s t i n g  O r g a n o c h l o r i n e  P e s t i c i d e s . "
T o x i c o l .  A n n u . 3 : 2 3 1 — 256.

L i n d a n e  h a s  b e e n  f o u n d  to be m u t a g e n i c  in 
h u m a n  c e l l  c u l t u r e s  a nd  p l a n t  r o o t  t i p s . -

V a c h k o v a - P e t r o v a , R . ( I n s t .  Hyg . &  O c c u p .  D i s . ,  M e d .  A c a d . ,  
S o f i a ,  B u l g a r i a ) ,  1978. M u t a g e n n a  a k t i v n o s t  n a  p e s t i t -  

s i d i t e .  ( M u t a g e n i c  a c t i v i t y  of p e s t i c i d e s ) .  K h i g .  Zc'r a -  
v e o p a z . 21 (5) :^»96-605 . ( B u l g a r i a n ) .

R o l m a r k , F.C. " T h e  I n d u c t i o n  of C y t o g e n e t i c  C h a n g e s  and  

A t y p i c a l  G r o w t h  by H e x a c h l o r o c y c l o h e x a n e ." S c i e n c e ,  109, 
4 6 7 - 4 6 8 .  ----------

L o n g - t e r m  a d m i n i s t r a t i o n  of l i n d a n e  to r a t s  
r e s u l t e d  in d e c r e a s e d  f e r t i l i t y  a n d  p r o d u c e d  

t e r a t o g e n i c ,  c a r c i n o g e n i c  a nd  c e n t r a l  n e r ­
v o u s  s y s t e m  e f f e c t .

P e t e s c u ,  S., V. D o b r e ,  M. L e i b o v i c i ,  Z. P e t r o s c u ,  S.A. 

G h e l b e r g ,  1974. " T h e  E f f e c t s  of L o n g - T e r m  A d m i n i s t r a t i o n  

of O r g a n o c h l o r i n e  P e s t i c i d e s  ( L i n d a n e ,  D D T )  on the 
W h i t e  R a t . "  Rev . M e d .  C h i r .  7 8 ( 4 ) : 8 3 1 - 8 4 2 .
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CAUTION
M ay. b* fa ta l If sw a llo w ed . I fa r m ­
ful If Inhaled o r  n b so rl* d  th rou gh  
th* sk in  or r y t s .  D o  not jw n llo w  or  
Inhale vapor o r  sp r a y  m ist or a llo w  
c o n ta U  w ith  ik in , ey e s  or c lo th in g . 
A void co n ta c t  w ith  food  o r  feed s. 
If sw a llo w ed . Induce v o m itin g  by  
g iv in g  the v ic tim  1 T a b lesp oo n  o f  
tab le sa lt  In a g l f lu  o f  w a te r . I f  on 
skin , rem ove co n ta m in a ted  c lo th ­
ing an d  w ash  w ith  soap  and w a te r ;  
If in ey e s , f lu sh  w ith  ru n n in g  w a ­
ter. C a ll a p h y sic ian  In a ll ca se s  o f  
su sp ec te d  p r ison in g . D o  not u se  In 
d a iry  barns nr m ilk h o u ses .
P o  n o t u se  In e d ib le  prod u cts a re a s  
o f food  p r o ce ss in g  p lan ts , r e s ta u ­
r an ts or o th er  a r e a s  w h er e  food  is 
co m m erc ia lly  p rep ared  o r  p ro­
ce ssed . D o n ot u se  In ser v in g  a re a s  
w h ile  food  Is ex p o sed .
T h is product Is to x ic  to  flnh, b lrd j, 
and o th er  w ild life . K eep  out or 
la k es, s trea m s, o r  ponds. D o  n o t  
co n ta m in a te  w a te r  by c lea n in g  o f  
eq uip m ent, or d isp o sa l o f  w a ste s . 
A pply th is p rod u ct o n ly  a s  s p e c i­
fied o n  th is fnbel.

N O T I C E  —  T l r r o m m r n d a t l n n i  f o r  t h e  
u » t  o f  1 h i « i r n d u r t  o r e  b a t e d  u p o n  
I n f ur t r  f t l lnn t i r i i c n l  i n  h r  r r l i a b l e  i n  
t h e  t i m r  of  p r i n t i n g  T h e  i t n r j g r  n n d  
u i e  o f  I h l i  p r o d u c t  b r i n e  b e y o n d  ( h e  
c o n t r o l  o f  Lo t  A n g r l M  C i i r m l r a l  C u m*  
n on y ,  n o  c u a r n n l r r i  c u r e t t e d  o r  
I m p l i r d  a r t  m a d e  a t  t o  t h e  e f f o r t s  o f  
• u r h .  o r  t h r  r e s u l t s  t o  b e  o b t a i n e d .  I f  
h o t  u s e d  In t l r l r l  a r r n n l a n i c  svi i h  t h e  
r e r o n t m r m l j l l u n t  a n d  e s i a b l - s h e i l  s a f e  
a n d  s o u n d  p r a c t i c e  T h e  l l u y e r  a s -  
i i i m e s  a l l  m p o n i l h l l l l y  I n c l u d i n g  a n y  
I n j u r i e s  a n d / o r  d a i n . i f r i  r e s u l t i n g  
f r o m  l i t  m i s u s e  a s  t u r n ,  n r  In c o m ­
b i n a t i o n  w i m  o t h e r  p r o d u c t s  N o  
r c r n m r n r n d a t o - n t  a r t  m a d e  u n d e r  
a b n o r m a l  t i c i r o t r  o r  u i r  c o n d i t i o n s ,  
o r  u n d e r  l o n d i l l o n t  n o t  r e a t o n a h l y  
f o r e s e e a b l e  t o  t h e  a e l l r r .

j  r l t t W .'R I G ;  'N O r J9 6 a i 3 6 V A A V T : ‘ 7  
:i^Gp-'EPA 1ST. NO. 962-CA-l '
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~ - CAUTION
KEEP OUT OF REACH OF CHILDREN

x te r  c o n u m r R  ci nsro. co /tor have m  suiisiiinl
Do not reuse rniply drum Return lo drum lr. 'nrnll tinner 
or dest roy liy pcrlnratir.ir or rruslung »nd burying in n 
safe plnrc asvay fioin sv.alcr supplies.

W A R N I N G  —  K I . A M U A n l . K !
h i : i : p  a w a y  f r o m  i i k a t  o r  o p c . n  f u j i i :

•See o lh rr  |i rrraii llurs  tin the hark /side panel.

r . O T  N U M I I R R  N F T  O I N T M N T S

1 G A L L O N

i i r r r i i M S  m a n u f a c t i i r f .h  n v

i m m c i i O N S

I.A C C O  I lf -1 .IN  is prrp arrd fo r  u se  a g a in st  err- 
la in  h o u seh o ld  a n d  s ir u c liir a l f-csls nt lis ted  b e­
low . D o sa g e s  a re  g iv en  In le rm s o f f lu id  q u a rts  
u f th is  p rod u ct.

M O l ’S K I I O I . n :  1 q u a rt In 2 5  g allon s as a co a r se, 
w et sp r a y  o r  w ith  _a.p a in t h n ish  as d irec te d  (or 
t lic  co n tr o l u f th e  follow  io i - p e sts , R ep ea t as 
n c n lc d  In in n in ta ln  e f fe c t iv e  con tro l. M ay c a u se  
s ta in in g  In so m e  ra se s .

A N T S :  A p p ly  lo  a n t  tra ils , door s ills , w in d ow  
fr a m e s , o p e n in g s  arn n nd w a te r  p ip es, h e a l d u r u ,  
r lr r lr lr n l o u t le ts , Im tchnardi and o th er  i f e a i  
w h e r e  a n ts  m a y  e n te r  room s.

R O A C IIF .S, W ATF.R11UG S: A pply to  In fested  
c r a c k s , h id in g  p loc es  and  ad jacen t exp osed  sur* 
' .ic e s  svherc p e s ts  m ay  cra w l w h en  not in  h id in g.

M O S Q I I I T O K S :  A pply to  doors, d oor sills , 
sc r e e n s , w in d o w  fra m es, nnd o ilie r  a rea s  w h er e  
P ic  p e s ts  freq u e n tly  a ligh t.

S I I .Y t l l t r iS I I :  A pply  lo  basrhnnrds and  areas  
b ehin d  sh e lv in g , b o o k ca ses  and sto ra g e  sp aces.

n . K \ S :  A p p ly  lo  Infested  areas arraind b a se ­
b oard s, w in d o w s an il door fram es, w a ll crack s, 
s le e p .n g  q u a r te r s  o f  h ou seh old  p e ls  and lo ca lised  
a r e a s  o f f lo o rs  nnd llnnr coverin gs; p lace  fresh  
lir il lin g  in  a n im a l q u a r le i'i a fte r  trea tm e n t nnd 
du not a p p ly  d ir e c tly  lo  p ets.

t

D FU KC TIO N S (C o n t in u e d )

F U R S :  1 q u a rl In 8  g a llo n s  o f  w a te r . A p p ly  lo  
doors, d oor s ills , scr ee n s , w in d o w  fr a m e :, and 
o th e r  a r e a s  w h er e  p r sts  fr e q u e n t ly  a lig h t .

S T R U C T U R A L : 1 qu art tn 2S g a llo n s  o f  w a le r .  
p r c-co n stru ctlo n . A p p ly  a s  o  co a r se , w e t  sp ra y , or  
w llh  a p a in l brush . tn s |ie c l  trrn lcd  a r r a s  a n n u ­
a lly  fo r  s ig n s  o f  In festa tion .

S U n T F .R n A N K A N  TF.RM 1TF.S: S la b  c o n s tr u c ­
tion, u s e  a jq lu lh tn  o f  1 q u art to  3 H  g a llo n s  o f 
w a le r . F o r . 11 ca Im enT T ielore g r a v el "or ~r in d er fill 
h a s b een  ad iled, Apply 1 g a llo n  o f  s o lu l inn~per~IO ~  
P illare f r r | o f  m il s u rface. W here f ill h as n l f cniTy 
Ce c il a ik lrd, a p p ly T U  g a llo n s  p e r ' l ff sq u are_fee t. 
C cn v e n lio n a l co n str u c tio n , u se  a so lu tio n  o f  1 
q u art to  314 g a llo n s  o f  w a le r . A p p ly  to  tren ch  C 
Inch es w iilg  and up In 30  Inches drop  f or hui.lii- 
Ings w llh  d e ep  fou n d a tio n s a lon g  h otli s id e s  o f  
ex te r io r  and In lr r lo r ’ TouniTairrins, arou nd p iers  
nnd tin d er u llin y ~ ciiTrarirc3;~pTncing~ahni)t 1 /3  o f  
tlie'TnluTrin In 'iF c  b o tlo m  o f  lire tren ch  w ith  the  
rem a in in g  2 /3  m lv ed  Inlo  th e  so li o s  the tren ch  
Is h n ck fillcd . U se  2 g a llo n s  o f  so lu tio n  p er 5  I.nrar  
feet fo r  tr e n c h e s  m il o v er  R T lh c lic s  ile"fp nnd I 
g a llo n s  per fi l in ea r  fe e l  foF  tren ch es  ex c ee d in g  
IS lo  18 incites In dep th . O n v o l- li or un it m a so n ­
ry  w a lls , app ly to  123 lin e a r  fe e l , from  llie  s u r ­
face  o f  th e  soli to  th e  fo o tin g .



'.:r CAUTION
tint U 'r in  «1aiiy Iwrn* nr m ilk  lin iisr «. 

r.»*rp cn iiia ln r r  r l o ' d .
M .iy  b e  tita n r h n l thiuirKli .'kin  
A\«»irl in li.i l .i lmn .ind »km  r»»nl;irl.
In r.isi* o f  r n n l.ir i, u .is li  im m u d iu lc ly  tv llh  so a p  am i w a te r . 
«\vm il c n n ta n iin a liiin  o f f iv i l  a n il fo in ls lu ffs .
D u  nut u*e on  hnu>rhold |»ct5 or hu m an s.
H ut fitfu l If M iallnw cil. •

EPA REG .  N O .  962-375 A A  
E P A t f J ^ ^  n  '-2-CA-1

.'.‘v
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D O  N O T  L E A V E  IN S U N S H I N E .  D O  N O T  U S E ,  P O U R ,  SP I L L  
O R  S T O R E  NE AR  H E A T  O R  O P E N  F L AM E .
D E S T R O Y  OR  R E T U R N  T H I S  C O N T A I N E R  W H E N  EMPTY.
It.) not reu se  om|>ly drum . R etu rn  lo  d ru m  rc ro n d ilion rr  or 
l i e .t r o y  by |ier fu t .ilin g  o r  c r u sh in g  on il b u ryin g  in a s i t e  
p la c e  a w a y  from  w a te r  .supplies.

D IR E C T IO N S

I.A C T O  M N '-O -r i.V  Is p rep a red  /o r  u se  .g a in s t  certa in  
lin u se lio id  p e sts , lis lcd  lie low . U se  a s  a sp o t  trea tm e n t in sid e  
d w e llin g s . D o  not u se a s  a  g e n er a l sp a r e  sp r a y  or broad cast  
v ap or, U se  a co a r se  type sp r a y . I
A N T S :  S p r a y  around d o o r w a y s, w in d o w s a n d  cr a ck s o r  op­
e n in g s  o f a n y  k ind  in floor, w a lls  o r  c e ilin g  w h e r e  a n ts  
n n g h f  e n te r  (lie  room . P a y  p a r tic u la r  a tte n tio n  to sp ace b e­
hind  b aseb oard s, u n :!g c .s in i|j  In cu p b oa r d s and  behind b u ilt- 
in  d raw ers. R epeaT  ns n crd cu  for c o m p le te  con tro l.
F I  .IKK. M O S Q U IT O E S : S p ra y  to  tie.: v y  d am p n ess o n  and  
nrounil iloors, around w in d o w s, on  sc r r e n s  and an y  su r fa c e  on  
vsliich f lie s  o r  o th er  in se c ts  c o n g r e g a te . R ep e a t o ften  as n e ­
c e s sa r y  to  m ain ta in  m ax im u m  k illin g  v a lu e .
S r t l lK U S . C F N T IP F ItK S : S p r a y  In fested  b aseb oard s, co r­
n ers, tie h 11111 mix's, s to ra g e  o r  tiark  a re a s  P a y  p a r tic u la r  a t-  
I c n l io ir W lia ie in e n t s  o r  a r e a s  un d rr h o u ses , gn ragrs nnd 
s to r a g e  sh ed s. R epeat o fte n  a s  n e ed ed  to  m ain ta in  k illin g  
e ff ic ie n c y  o f  treatm en t.

D IR E C T IO N S  YCon'L)

K I I . I .S  F t .  IKS u n i t  I ,  IN D A N E

A C T IV E  IN G R E D IE N T S :

Lintlnnc* (G n itim a Iso m er o f Ron/pne
H oxach lo r it lp ) .................... :............................................... 5 0 f t

^D eo d o r ize d  K e ro s e n e .................................................  9 5 .1 0 f t

•''Toluene  ......    -......     4 .2 5 f t

IN E R T  IN G R E D IE N T S : ........................................................ 1 5 f t

C A U T I O N ! *
KEEP  O U T  OF  R EA C H  O F  C H I L D R E N

s r r .  c a u t i o n  b t a t k m k n t  t o  f .F F T

luEACTT-'RED^Y

E rr  C O N T EN T S 

G A I.LO N S

n tlf 'K K T S t:  S |ir a y  h .iv h e a n ls ,  H ix ts  o f r ln se ls  nn d  s tn ra g r  
p lan 's . S p ra y  Ihu ria igh ly  arou n d  d o u rw jy j  and  o p e n in g s  «u 
any k in d  throu gli w ln r h -r r lc k e la  tn lg lu  en te r . Itv |icn t cacti 
2 to  4 w eek s  du rin g  h ea v y  cr ick et in frst.illu n s.
Itn.A fT IK S, W A T K Itllt'fiK : S p r a y  am u n d  i l m n ,  w in d ow s, 
and in to  an y  rra rk s or space*  (su ch  a s nruund d ra in  pipe*I 
throu gh w h ich  in serts  m ight e n te r . P ay  p a r tic u la r  a tte n tio n  
lo  a rra s behind b u ilt-in  d raw ers and cu p b oard s. R ep ea l a s  
n eed ed  to m ain ta in  con tro l,
C A ItP K T  IIK K TI.K S: S p ra y  In fested  arras o f  ca r p e ls  and  su r ­
rounding floor. S p ra y  dark co r n e rs  anil Into c r a r k s  w h e r e  
in sr c ls  m ig h t h ide. R ep ea l a s  n eed ed .
n .O T I I K S  M O T IIS: C loth ing , h la n l e l s  and o th e r  w o o le n s  to  
lie p ro tected  should he clean ed  and th o ro u gh ly  sp r a y e d  so  ns  
In dam pen all su r faces. P ay  p a r tic u la r  a tte n tio n  lo  sea m s, 
c u l ls  and p ock ets. D ry  th o ro u gh ly  an d  p la c e  in g ood  lig h t  
sto ra g e . T r e a te d  item s ih ou ld  be dry c lea n e d  h e lo r e  b e in g  
used  as c lo th in g  o r  bedding.
KI.V.AS: Sp ray  Infested  areas ca r e fu lly . D ir e c t  sp rn y  Into 
cra rk s. cr ev ic es  and o th er  h id in g p lac es  In n u l-h o u sr s . y a n ls  
and ken n rls, so  that a ll in fested  a : i \ i s  a re  d a n itien n l R ep ea t  
at m on th ly  Intervals. D o not u se  in h u m a n  h a b ita tio n s D o  
nnt spray a n im a ls. D ry  trea ted  a r e a s  c a r e fu lly  b c lo r e  a llo w ­
in g  jie ls  lo  re -en ter .
S t l.V K ItF IS If:  S p ra y  b aseb oard s, beh in d  d r a w e rs o r  sh e lv ­
in g, bonk ca ses-a n d  s to ra g e  a re a s . R ep ea l a s  need ed  lo  m ain ­
ta in  e ffic ie n t co n tr o l— u su a lly  abou : each  2  to 3  m on th s.

N O T IC r.i R ecom m en d ation s fo r  th e  u se  o f  th is p rod u ct a re  
based  upon in form ation  b e lieved  lo  be re liab le  a t  t im e o f

Lrin lln g . T h e u se  o f  th is producl b e in g  beyond th e  con tro l o f  •
O S  ANG K I.K S a ! KM I CAD COM r  A NY, n o  g u a r a n te e , ex  

p ressed  or Im plied Is m ade a s  to  th e  e ffec ts  ot su ch  or th? re -  _ 
su its  to be obta ined  If not u sed  In accordan ce w ith  d irec tion s  
o r  esta b lish ed  sa fe  in d  soun d practice . I h r  B U Y K J l.m u itJ  
a ssu m e a ll re sp on sib ility  Includ ing  Injury a n d /o c  d c m a g a  , 
re su ltin g  from  Its m lsu re £ J  su ch  or I n - C om bination T v llh i{ « M i  
o th e r  products. i .• ,

|~'i "•;-fv’v-'i /iWoeMC*
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Background

In J u ly  the  Governor  b l u e  p e n c i l l e d  $200 ,000  f o r  
a study  to assess the p u b l i c  impac t  o f  the perm­
e a t i o n  and i n f i l t r a t i o n  o f  p l a s t i c  p ip e  and p ip e  
w a te r  mains by t o x i c  c h e m ic a l s .  The s tudy  c a l l e d  
f o r  a com prehens ive  and in d e p e n d e n t  l i t e r a t u r e  
search  on p e rm e a t i o n ;  the  deve lopm en t  off new t e s t  
p r o t o c o l s  to assess  p e r m e a t i o n ;  and r i s k  a s s e s s ­
ment based on the  l i k e l i h o o d  and dose o f  human 
exposu re  to  c h em ic a l s  wh ich  c o u ld  e n t e r  d r i n k i n g  
w a te r  s u p p l i e s .

The s tudy  d e s i g n e d  by the  Assemb ly  was to be 
c a r r i e d  out by an i n d e p e n d e n t  c o n t r a c t o r  unde r  the 
s u p e r v i s i o n  o f  the Assembly O f f i c e  o f  Resea rch .  I t  
was to be comp le ted  by Marc' ;  1 ,  1984 ,  and i t  was 
funded e n t i r e l y  by the Hazardous  Waste C on t ro l  
Accoun t .

The G o ve rn o r ' s  veto  message s t a t e d  t h a t  the  i tem  
was vetoed because i t  was more a p p r o p r i a t e  f o r  the 
s tudy  to  be funded  by the  p i p e  i n d u s t r y .

M a jo r  Issues

Th is  h e a r i n g  w i l l  a dd ress  f i v e  c r i t i c a l  i s s u e s  r e ­
l a t i n g  to  the  p l a s t i c  p i p e  i s s u e .

1. How much do we know abou t  the phenomena o f  perm­
e a t i o n ?  Do e x i s t i n g  s t u d i e s  and a v a i l a b l e  i n f o r ­
mat ion  s u g ge s t  t h a t  t h i s  i s  a s e r i o u s  h e a l t h  i s s u e ?

2 . What type  o f  s t u d i e s  are c u r r e n t l y  b e i n g  done by 
i n d u s t r y ?  Are they  c om pa rab le  to the s tu d y  p r o ­

posed by the  L e g i s l a t u r e ?



3. Is it p r u d e n t  p u b l i c  p o l i c y  to r e l y  on the i n d u s t r i e s  w h i c h  
m a n u f a c t u r e  p l a s t i c  p i p e  a n d  h a v e  d i r e c t  f i n a n c i a l  i n t e r e s t  

in its use, to p e r f o r m  an i m p o r t a n t  p u b l i c  h e a l t h  s t u d y ?

4. Is t h e r e  a l e g i t i m a t e  n e e d  fo r an i n d e p e n d e n t  s t u d y  of

p l a s t i c  p i p e  p e r m e a b i l i t y ?  H o w  s h o u l d  s u c h  a s t u d y  be

f u n d e d ?

5. A r e  e x i s t i n g  r e g u l a t i o n s  b e i n g  a d e q u a t e l y  e n f o r c e d ?  A r e

t h e r e  i m m e d i a t e  s t e p s  t h a t  s h o u l d  b e  t a k e n  to l i m i t  or
r e s t r i c t  the u s e  of p l a s t i c  p i p e ?

W i  t n e s s e s

M r .  R i c h a r d  S p o h n ,  A t t o r n e y  

C o n s u m e r  F e d e r a t i o n  o f  A m e r i c a

M r .  M i c h a e l  P a p a r i a n  

S i e r r a  C l u b

M r .  M a r c  L a p p e

C o a l i t i o n  of C o n s u m e r  L a b o r  a n d  E n v i r o n m e n t  G r o u p s  

R e s  i d e n t

M c C o l l  D u m p  S i t e  

M r .  A l a n  J. O l s o n

B. F. G o o d r i c h  C o r p . ,  r e p r e s e n t i n g  t h e  V i n y l  I n s t i t u t e  

M r .  J i m  B l u m e n c r a n t z

R & G  S l o a n e ,  r e p r e s e n t i n g  t h e  P l a s t i c  P i p e  h F i t t i n g  A s s o c i a t i o n  

M r .  R o b e r t  H a r r i s ,  P h D ,  C o - D i r e c t o r

H a z a r d o u s  W a s t e  R e s e a r c h  P r o g r a m ,  P r i n c e t o n  U n i v e r s i t y

M r .  R o b e r t  F u g i n a ,  C h i e f  D e p u t y  D i r e c t o r  

S t a t e  D e p a r t m e n t  of H e a l t h  S e r v i c e s

M r .  H a r v e y  C o l l i n s ,  C h i e f

E n v i r o n m e n t  H e a l t h  D i v i s i o n  - S t a t e  D e p a r t m e n t  of H e a l t h  S e r v i c e s
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B A C K G R O U N D  P A P E R  F O R  

A S S E M B L Y  W A Y S  A N D  M E A N S  S U B C O M M I T T E E  NO. 1 

ON  H E A L T H  A N D  W E L F A R E

S u m m a r y

T h i s  b r i e f i n g  d o c u m e n t  p r o v i d e s  b a c k g r o u n d  i n f o r m a t i o n  o n  t h e  

p h e n o m e n a  of p l a s t i c  p i p e  p e r m e a t i o n  a n d  d i s c u s s e s  w h a t  t h e  s t a t e  

h a s  d o n e  to r e s t r i c t  t h e  u s e  o f  p l a s t i c  p i p e .  T h e  d o c u m e n t  is 

o r g a n i z e d  a s  f o l l o w s :

O v e r v i e w  of t h e  I s s u e p g  3.

A. T y p e s  o f P i p e

B. R e p o r  ts of P e r m e a t i o n

C. R e l a  t e d P u b l i c  H e a l t h

D. J u r  i s d  ic t i o n a l  I s s u e s

E. E c o n o m i c I n t e r e s t s

II. W h a t  is K n o w n  A b o u t  P e r m e a t i o n ?

A. E a s t  B a y  M U D

B. L e k k e r k e r k
C. H o u s i n g  a n d  C o m m u n i t y  D e v e l o p m e n t

D. M c C o l l  D u m p s i t e / C o y o t e  H i l l s

E. S t r i n g f e l l o w  D u m p s i t e

F. D e p a r t m e n t  o f  C o n s u m e r  A f f a i r s

G. S h e l l  S t u d y

H. N e w  S t u d i e s

I. M i s c e l l a n e o u s  N o t e s

. . . p g  6 .
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III. Does California Heed an Independent Study of 
Permeation? What are the Issues?!

... pg 14.

IV. Are Existing Regulations Being Adequately 
Enforced? Are there Immediate Steps that 
Should be Taken to Restrict the Use of 
Plastic Pipe?

A. Existing Regulations
B. The Need for Emergency Regulations
C. The Need for an Information Program

. . . pg 15.



I. O v e r v i e w  of  t h e  I s s u e

P e r m e a t i o n  r e f e r s  to t h e  p h e n o m e n o n  by w h i c h  c h e m i c a l  
s u b s t a n c e s  t r a v e l  t h r o u g h  t h e  w a l l s  of p l a s t i c  p i p e  

f r o m  s u r r o u n d i n g  s o i l s  a n d  c o n t a m i n a t e  f l u i d s  
t r a n s p o r t e d  w i t h i n  t he  pipe. P e r m e a t i o n  is of c o n c e r n  

w h e n e v e r  d r i n k i n g  w a t e r  is t r a n s p o r t e d  by p l a s t i c  p i p e  

t h r o u g h  s o i l s  t h a t  a r e  c o n t a m i n a t e d  w i t h  h a z a r d o u s  
s u b s t a n c e s .  T h e  e v i d e n c e  d e m o n s t r a t e s  t h a t  p e r m e a t i o n  
d o e s  o c c u r ,  a l t h o u g h  th e  d a t a  n e c e s s a r y  to d e t e r m i n e  

t h e  e x t e n t  a n d  s e v e r i t y  of t h e  p r o b l e m  is n o t  
c o n c l u s i v e .  U n c e r t a i n t y  r e s t s  b o t h  w i t h  the p o t e n t i a l  
f r e q u e n c y  of th e p r o b l e m  a n d  w i t h  t h e  o f t e n  u n k n o w n  

h e a l t h  e f f e c t s  r e s u l t i n g  f r o m  c h r o n i c  ( l o n g - t e r m )  
e x p o s u r e  to l o w  l e v e l s  of t o x i c  s u b s t a n c e s .

A. T y p e s  o f  P i p e :

T h e r e  ar e t h r e e  m a j o r  t y p e s  of p l a s t i c  p i p e  c o m m o n l y  in 
u s e  f o r  w a t e r  s e r v i c e .  T he  t y p e s  of p i p e  are. r e f e r e d  to 

by t h e i r  p r i m e  c o n s t i t u e n t s :  p o l y b u t y l e n e  (PB ), 

p o l y e t h y l e n e  (PE) a n d  p o l y v i n y l c h l o r i c e  (PVC). P i p e  
u s e d  for w a t e r  m a i n s  is g e n e r a l l y  f r o m  t w o  1:0 t w e l v e  
i n c h e s  in d i a m e t e r .  P i p e  u s e d  to s e r v i c e  i n d i v i d u a l  

c u s t o m e r s  is t w o  i n c h e s  or l e s s  in d i a m e t e r .  E v i d e n c e  
i n d i c a t e s  t h a t  the h i g h e r  th e d e n s i t y  of the m o l e c u l e s  

of t he  p l a s t i c s  u s e d  in th e pipe, t h e  l o w e r  th e 
p e r m e a b i l i t y  of t h e  w a l l s  a n d  the l o w e r  the r a t e  of 

p e r m e a t i o n .

B. R e p o r t s  of P e r m e a t i o n :

P e r m e a t i o n  ha s b e e n  r e p o r t e d  in C a l i f o r n i a  an d  in the 
N e t h e r l a n d s  a n d  E P A  d a t a  i n d i c a t e s  t h a t  o t h e r  s t a t e s  

h a v e  a l s o  e x p e r i e n c e d  p e r m e a t i o n  p r o b l e m s .  A l l e g e d  

i n c i d e n t s  of p e r m e a t i o n  h a v e  b e e n  c o n n e c t e d  to 
c o n t a m i n a t e d  s o i l s  in the v a c i n i t y  of b o t h  the M c C o l l  

a n d  S t r i n g f e l l o w  dum.psites. P e r m e a t i o n  c o u l d  a l s o  be a 

p r o b l e m  if p l a s t i c  p i p e  is i n s t a l l e d  to c a r r y  d r i n k i n g  
w a t e r  n e a r  a n y  of the h u n d r e d s  of o t h e r  i d e n t i f i e d  

C a l i f o r n i a  s i t e s  w i t h  k n o w n  soil c o n t a m i n a t i o n .

T h e  e x p e r i e n c e  of o n e  m a j o r  C a l i f o r n i a  w a t e r  u t i l i t y  

d e m o n s t r a t e s  that  the i n s t a l l a t i o n  of p l a s t i c  p i p e  in 

l o c a l i z e d  a r e a s  s u b j e c t  to so il  c o n t a m i n a t i o n  f r o m  the 

s p i l l a g e  of g a s o l i n e  c a n  l e a d  to p e r m e a t i o n .  O t h e r  

s i t u a t i o n s  of c o n c e r n  i n c l u d e :  a) c a s e s  in w h i c h  F i p e  
is i n s t a l l e d  in n e w  h o u s i n g  d e v e l o p m e n t s  l o c a t e d  on o l d
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persistant pesticides; and b) application of common 
pesticides in a residential setting. in summary, the 
preconditions for permeation may be a common feature of 
residential anc urban settings.

C. Related Public Bealth Issues:

Permeation is only one of several public health .issues 
related to the use of plastic pipe. One major concern 
is the contamination of tap water from, the leaching of 
plasticizing agents which are used in the manufacture 
of plastic pipe, and of solvents and glues used in 
connecting pieces of pipa. There are also concerns 
about toxic fumes that are generated during structural 
fires. Leaching and plastic fumes are major issues in 
an EIP being developed by SRI International for the 
State Department of Housing and Community Development 
(HCD). By contrast there is no scientific study of 
permeation being carried out in California.

D. Jurisdictional Issues:

Jurisdiction over the use of plastic pipe in California 
involves a split at the property line of the individual 
hom.eovner. The laying of water mains and the delivery 
of water up to, and away from, the property line is 
regulated by the Sanitary Engineering Branch of the 
Department of Health Services (DOHS). The use of 
plastic pipe inside of the property line and within
buildings is regulated by HCD. The failure to properly
evaluate the threat cf permeation in the five years
that DOHS has known of the concerv, and the failure to
take appropriate preventive action, is partially due to 
this split in jurisdiction. In larger part, DOKS's 
failure on permeation is a function of:

o very poor follow through once regulations 
are developed;

o a tendency tc downplay the potential 
severity of public health threats and;

o understaffing.

E. Economic Interests:

The debate on pern.eation is often clouded by the large 
economic interests involved in the issue. Plum.bers 
unions have generally been opposed to the use of 
plastic pipe on several grounds including:

- 4-



o o c c u p a t i o n a l  h e a l t h  i s s u e s  i n v o l v e d  in 
u s i n g  g l u e s  t h a t  c o n t a i n  s y n t h e t i c  
o r g a n i c  c o m p o u n d s  t o  j o i n  p i e c e s  of p i p e  
and ;

o p u b l i c  h e a l t h  i s s u e s  of f i r e  s a f et y,  

l e a c h i n g  a n d  p e r m e a t i o n .

In a d d i t i o n ,  p l a s t i c  p i p e  is g e n e r a l l y  l e s s  e x p e n s i v e  
t h a n  m e t a l  p i p e  a n d  is m o r e  e a s i l y  i n s t a l l e d ,  
p a r t i c u l a r l y  by h o m e o w n e r s  a n d  o t h e r  n o n p r o f e s s i o n a l  

p l u m b e r s  t h a t  c a n  u s e  g l u e  a n d  a v o i d  the s o l d e r i n g  

n e c e s s a r y  w i t h  m e t a l  pipe. P l u m b e r s  h a v e  not  b e e n  
v o c a l  in r a i s i n g  p o t e n t i a l  h e a l t h  c o n c e r n s  w i t h  
n o n p l a s t i c  pipe . Y e t  t h e r e  a r e  a l s o  o c c u p a t i o n a l  an d 

p u b l i c  h e a l t h  i s s u e s  r e l a t e d  t o  t h e  u se of a s b e s t o s  in 
p i p e ,  a n d  t h e  l e a d  a n d  c a d m i u m  u s e d  t o  s o l d e r  m e t a l  

p i p e .

- 5-
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II. W h a t  is K n o w n  A b o u t  P e r m e a t i o n ?

T h e  f o l l o w i n g  

c o n t a m i n a t i  on

is a s u m m a r y  of i n c i d e n c e s  of

-------------------- a n c  s t u d i e s  r e l a t e d  t o  p e r m e a t i o n .

E v e n t s  a r e  p r e s e n t e d  c h r o n o l o g i c a l l y  w h e r e  p o s s i b l e .

A. E a s t  B a y  M U D :

In t h e  l a t e  1 9 7 0 ' s  t he  E a s t  E a y  M u n i c i p a l  U t i l i t y  

D i s t r i c t  (EE MUD) b e g a n  to r e c e i v e  c o m p l a i n t s  a b o u t  
d r i n k i n g  w a t e r  t a s t i n g  a n c  s m e l l i n g  of p e t r o l e u m .
A f t e r  i n v e s t i g a t i n g  s e v e r a l  c o m p l a i n t s  E B M U D  c o n c l u d e d  

t h a t  g a s o l i n e  a n d  o t h e r  p e t r o l e u m  d i s t i l l a t e s  m u s t  h a v e  
b e e n  p r e s e n t  in s o i l s  i n t o  w h i c h  p l a s t i c  w a t e r  m a i n s  

a n d  s e r v i c e  p i j e s  w e r e  i n s t a l l e d ,  a n d  t h a t  t h e s e  
c h e m i c a l s  p e r m e a t e d  t h r o u g h  t h e  w a l l s  of t h e  p i p e  a n d  

i n t o  t h e  t a p  w a t e r .

E P M U D  c o n d u c t e d  l a b o r a t o r y  s t u d i e s  d e m o n s t r a t i n g  t h a t  
p e r m e a t i o n  o c c u r s  w h e n  PE a n d  PB p l a s t i c  p i p e  is 
a l l o w e d  to s o a k  in a s o l u t i o n  of g a s o l i n e  d i l u t e d  w i t h  

w a t e r .  R e s u i t s  of an i d e n t i c a l  t e s t  of p e r m e a t i o n  
t h r c u c h  P V C  p i p e  w e r e  n e g a t i v e .  S e v e r a l  cf t h e  f i r s t  
i n c i d e n t s  of p e t r o l e u m  d i s t i l l a t e  p e r m e a t i o n  w e r e  

l i n k e d  to: (1) t h e  u n c o n t r o l l e d  d r a i n a g e  of m a t e r i a l s
u s e d  t o  c l e a n  m o t o r c y c l e s  
a n c  (2) t h e  c o n t a m i n a t i o n  

s p i l l a g e  cf g a s o l i n e  f r o m  
p a r k e d  o n a s t e e p  hill.

a n c  t h e  c o r r o s i o n  of a s p h a l t ,  
of s o i l  c a u s e d  by t h e  

the t a n k s  of a u t o m o b i l e s

A t h i r d  r e p o r t e d  i n c i d e n t  

s e r v i c e  a r e a  i n v o l v e d  the 
in t a p  w a t e r .  M e r c a p t a n s

of p e r m e a t i o n  in the EEN.UD 
p r e s e n c e  of b u t y l  m e r c a p t a n  

a r e  a d d e d  t o  n a t u r a l  g a s  to 

p r o d u c e  a n  o d o r  for s a f e t y  r e a s o n s .  T h e  me rc apt.ans 

a p p a r e n t l y  perr. e a t e a  f r o m  a n a t u r a l  g a s  s e r v i c e  p i p e  

m a d e  of P E  a n d  t h r o u g h  a PE w a t e r  p i p e  w i t h  w h i c h  t h e
c o n t a c t .  E B M U D  c o n d u c t e d  a 
of p e r m e a t i o n  u s i n g  b u t y l  

S t r o n g  m e r c a p t a n  o d o r s  w e r e  
the s a m p l e s .

g a s  p i p e  w a s  i n o i r e c t  
s i m p l e  l a b o r a t o r y  t e s t  

m e r c a p t a n  a n d  PE pipe, 
d e t e c t e d  in s e v e r a l  of

S e v e r a l  a s p e c t s  of th e E E M l’D e x p e r i e n c e  d e s e r v e  note:

o A l t h o u g h  o n e  of th e  r e p o r t e d  c a s e s  of 

p e r m e a t i o n  o c c u r r e d  on  t h e  p r e m i s e s  of 

a n  o p e r a t i n g  c h e m i c a l  m a n u f a c t u r i n g  plant, 

EEI'.UD d i d  no t e s t  for s u b s t a n c e s  o t h e r  
t h a n  g a s o l i n e  a n d  b u t y l  m e r c a p t a n .

- 6-
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o T h e  E E K U D  l a b  t e s t s  d e m o n s t r a t e  t h a t

p e r m e a t i o n  occ ur s.  T h e r e  w a s  no  a t t e m p t ,  

h o w e v e r ,  to q u a n t i t a t i v e l y  c o r r e l a t e  
c o n c e n t r a t i o n s  of s p e c i f i c  s u b s t a n c e s  
w i t h  the  rate of p e r m e a t i o n  for e a c h  t y p e  
o f  p i p e .

o E B M U D  c o n c l u s i o n s  t h a t  p e r m e a t i o n  is n o t  a 
c o m m o n  p h e n o m e n o n  b e c a u s e  of the r e l a t i v e l y  

l o w  n u m b e r  of r e p o r t e d  c a s e s  m a y  be 
e r r o n e o u s .  As the u t i l i t y  no tes , p e r m e a t i o n  

w i l l  no t l i k e l y  be r e p o r t e d  u n l e s s  th e 

t a s t e  or o o c r  o f  t h e  t a p  w a t e r  i s  a d v e r s e l y  
a f f e c t e d .  T h u s  t h e r e  m a y  be u n r e p o r t e d  
i n c i d e n t s  of p e r m e a t i o n  t h a t  i n v o l v e  

s u b s t a n c e s  at c o n c e n t r a t i o n s  t o o  l o w  to 
be d e t e c t e d  by e n d  users.

o A n u m b e r  of the E B M U D  i n c i d e n t s  i n v o l v e d  
c o n t a m i n a t e d  s o i l s  on the p r o p e r t y  of 

t h e  b u i l d i n g  in v o l v e d .  T h e r e  is s e r i o u s  
c o n c e r n  t h a t  the a p p l i c a t i o n  of p e s t i c i d e s  
n e a r  a r e s i d e n c e ,  p a r t i c u l a r l y  f u m i g a t i o n  
w i t h  l i n d a n e  a n d  c h l o r a a n e  for t e r m i t e  
or ant co nt r o l ,  m a y  i n c r e a s e  t h e  l i k e l i h o o d  
of the p e r m e a t i o n  of s e r v i c e  F i p e  r u n n i n g  

t h r o u g h  s o i l s  w i t h i n  the p r o p e r t y  line.

O n e  c o n s u l t a n t  n o t e s  th at  it is c o m m o n  
p r a c t i c e  w h e n  f u m i g a t i n g  fo.r terirites t o  

d e l i b e r a t e l y  s p r a y  b o t h  the so il  a n d  a n y  

p i p e s  e n t e r i n g  t h e  house.

O I L ?  U r U U P  p e r m e a t i o n e x p e r i e n c e s  .r.esul.tj?Q 

I d  i L ?  1 9 7 9  p r o m u l g a t i o n  p f  P Q H 5  i.eg.uL(Li_gH£
P-_LpM  t j ting ihfi PS£ pi plajLtic pjjgp in
£ oLL§ cp.n t a r j n a t p d  £ i i h  p p t j p j p p m  
d i s t i l l a t e s .

B. L e k k e r k e r k :

L e k k e r k e r k  is a “o w n  in the N e t h e r l a n d s  t h a t  

e x p e r i e n c e d  .’ha t  a p p e a r s  to be the m o s t  s e r i o u s  

r e p o r t e d  i n c i d e n t  of p e r m e a t i o n .  PE p i p e  w a s  i n s t a l l e d  

i n L e k k e r k e r k  in s o i l s  th at  w e r e  h e a v i l y  c o n t a m i n a t e d  

w i t h  a v a r i e t y  of s u b s t a n c e s  i n c l u d i n g  k n o w n  
c a r c i n o g e n s .  M a n y  of the b u i l d i n g s  w e r e  l o c a t e d  on t o p  

of a n o l d  c h e m i c a l  w a s t e  dump. T r i c h l o r o e t h y l e n e  

( T C E ) , f or  i n s t a n c e ,  w a s  f o u n d  in c o n c e n t r a t i o n s  of 
f r o m  1 4 0  to 1 6 0  p a r t s  per m i l l i o n  (ppm). In 1980, BOO 
i n h a b i t a n t s  w e r e  e v a c u a t e d  f r o m  270 h o u s e s  w h i c h  w e r e  

th°n pu t up on p i l e s  w h i l e  the c o n t a m i n a t e d  soil, 

t o t a l l i n g  1 5 0 , 0 0 0  tons, c o u l d  be r e m o v e d .

D u t c h  s c i e n t i s t s  s u b s e q u e n t l y  d i d  s e v e r a l  s t u d i e s  of
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p e r m e a t i o n .  One w a s  a 1 9 8 1  s t u d y  of th e p e r m e a t i o n  of 
g a s e o u s  m e t h y l  b r o m i d e  t h r o u g h  PE, PB a n d  P V C  pipe. An 
i n c i d e n t  of s u s p e c t e d  p e r m e a t i o n  i n v o l v e d  t h i s  s o i l  
d i s i n f e c t a n t  w h i c h  is c o m m o n l y  u s e d  in bo th  the 

N e t h e r l a n d s  a n d  t h e  U.S. P V C  p i p e  w a s  f o u n d  to be the 
m o s t  r e s i s t a n t  a n d  of t h e  t h r e e  w a s  t h e  o n l y  o n e  t h a t  

d i d  n o t  p e r m e a t e .  T h e s e  r e s u l t s  a r e  of c o n c e r n  in 
C a l i f o r n i a  b e c a u s e  of the c h e m i c a l  s i m i l a r i t y  of m e t h y l  
b r o m i d e  to e t h y l e n e  d i b r o m i d e  (EDB). A l t h o u g h  ED B is 

n o w  b e i n g  b a n n e d  for use by t h e  EPA, t h e  s u b s t a n c e  is 
v e r y  p e r s i s t a n t  a n d  h a c  b e e n  u s e d  f o r  m a n y  y e a r s  on  

C a l i f o r n i a  soils.

C. H o u s i n g  a n d  C o m m u n i t y  D e v e l o p m e n t  EIR:

T h e  D e p a r t m e n t  of H o u s i n g  a n d  C o m m u n i t y  D e v e l o p m e n t  is 
c u r r e n t l y  p r e p a r i n g  an E I R  on t h e  i m p a c t s  of e x p a n d i n g  
t h e  l e g a l  u s e s  for p l a s t i c  p i p e  i n  r e s i d e n t i a l  
b u i l d i n g s .  L e g a l  us e is c u r r e n t l y  r e s t r i c t e d  to 
e f f l u e n t  a n d  p r o h i b i t s  the u se  of p l a s t i c  p i p e  to 

d e l i v e r  p o t a b l e  w a t e r .  D e v e l o p m e n t  of th e  EI R  b e g a n  in 
1 9 7 8  w i t h  t h e  f o r m a t i o n  of a t a s k  f o r c e  c h a i r e d  by H C D  
a n d  i n c l u d i n g  r e p r e s e n t a t i v e s  of D O H S ,  C o n s u m e r  

A f f a i r s ,  C a l - O S H A ,  t he  F i r e  M a r s h a l l ,  t he  Pip e T r a d e s  
C o u n c i l  ( p l u m b e r s ) ,  the  C a l i f o r n i a  B u i l d i n g  T r a c e s  
C o u n c i l ,  a p l u m b e r s  u n i o n  a n d  s e v e r a l  m a n u f a c t u r e r s  of 

p l a s t i c  pipe. T h e  s t u d y  is b e i n g  c o n d u c t e d  by SRI 

I n t e r n a t i o n a l  a n d  f u n d e d  by the  S o c i e t y  of the P l a s t i c  

I n d u s t r y .

A l t h o u g h  SR I i d e n t i f i e d  p e r n e a t i o n  as an i m p o r t a n t  

p u b l i c  h e a l t h  c o n c e r n ,  H C D  d o e s  n o t  w a n t  to i n c l u d e  the 

i s s u e  in th e  EIR b e c a u s e :

o t h e  c o n c e r n  w a s  b r o u g h t  u p  t o o  l a t e  in 

the p r o c e s s ;

o t oo tr.uch b a s i c  s c i e n t i f i c  r e s e a r c h  is 

r e q u i r e d  b e f o r e  p e r m e a t i o n  c a n  v a l i d l y  be 
e v a l u a t e d  in an E I R  and;

o th e i s s u e  is o u t s i d e  of H C D ' s  j u r i s d i c t i o n .  

D e s p i t e  o n g o i n g  e f f o r t s  of t he P i pe  
T r a d e s  C o u n c i l  a n d  a c o a l i t i o n  of 

e n v i r o n m e n t a l  and c o n s u m e r  o r g a n i z a t i o n s ,  

it is not c l e a r  t h a t  t h e  E I R  is the p r o p e r  

f o r u m  for a s t u d y  of p e r m e a t i o n .  T he  
E I R  f o c u s s e s  on the u s e  of p i p e  in 

b u i l d i n g s  a n d  t - r r re at ic n o c c u r s  o u t s i d e  . 
of r e s i d e n c e s .



D. H c C o l l  D u m p s i t e / C o y o t e  B i l l s :

In 1 9 8 1  r e s i d e n t s  of the C o y o t e  H i l l s  h o u s i n g  
d e v e l o p m e n t  nea r the K c C o l l  d u m p s i t e  b e g a n  t o  c o m p l a i n  
of p e t r o l e u m  o d o r s  an d  t a s t e s  in t h e i r  d r i n k i n g  w a t e r .  

L i t t l e  w a s  d o n e  at e i t h e r  t h e  l o c a l  or  t h e  s t a t e  l e v e l  
t o  r e s p o n d  to  t h e s e  c o n c e r n s .  T w o  y e a r s  la t e r ,  d u r i n g  

t h e  s u m m e r  of 1 9 8 3 ,  D O H S  f i n a l l y  c o n d u c t e d  w a t e r  
s a m p l i n g  a n d  l a b o r a t o r y  a n a l y s e s  of C o y o t e  H i l l s  t a p  

w a t e r .  A l t h o u g h  D O H S  c o n c l u d e d  t h a t  p e r m e a t i o n  p r o b a b l y  
is n o t  a p r o b l e m  in t h i s  F u l l e r t o n  c o m m u n i t y ,  t h e  

r e p o r t  h a s  b e e n  c r i t i c i z e d  by l o c a l  r e s i d e n t s  a n d  t he  
P i p e  T r a d e s  C o u n c i l .  S p e c i f i c  o b j e c t i o n s  t o  t h e  s t u d y  

i n c l u d e :

o W a t e r  w a s  o n l y  a l l o w e d  t o  a c c u m u l a t e  in 
the p l a s t i c  s e r v i c e  l i n e s  f o r  t w o  h o u r s .

S u c h  a s h o r t  p e r i o d  m a y  n o t  a d e q u a t e l y  

r e f l e c t  a c t u a l  r e s i d e n t i a l  use, t e n d i n g  

to u n d e r s t a t e  any p e r m e a t i o n .

o M o  s o i l  t e s t i n g  w a s  d o n e  i n  t h e  v a c i n i t y  of 

t h e  p l a s t i c  p i p e  f r o m  w h i c h  w a t e r  e n t e r e d  

t h e  h o u s e s .

o I n s t e a d  of t e s t i n g  a r a n d o m  n u m b e r  of h o u s e s ,  

e s s e n t i a l  for s t a t i s t i c a l  v a l i d i t y ,  D O H S  

a l l e g e d l y  t e s t e d  th e f i r s t  t w e l v e  h o u s e s  

t h e y  c a m e  ac ro ss .

o T h e  D e p a r t m e n t  n e v e r  t o o k  t h e  m e a s u r e m e n t s  

of w a t e r  f l o w r a t e  n e c e s s a r y  to a s s u r e  t h a t  

t h e  s a m p l e d  w a t e r  carte f r o m  t h e  s e r v i c e  
p i p e ,  w h e r e  it w a s  s u p p o s e d  t o  b e  s t a t i c  

for t w o  hours.

The Department found extremely low levels of one or 
more of three toxic organic compounds (toluene, styrene 
and tetrahydrofuran) in the water of three houses. The 
Department concluded that although the source of the 
substances is unknown, none of the substances is 
related to the oilfield wastes that contaminate the 
soils of the area, and that permeation is not 
demonstrated to be occuring. McColl residents will 
vociferously dispute the results of the DOHS study.
The Department intends to do further water sampling at 
the Coyote Hills subdivision. The nature of this 
testing has not been announced.



E. S t r i n g f e l l o w  D u m p s i t e :

P e r m e a t i o n  h a s  a l s o  b e c o m e  a c o n c e r n  a t  the 

S t r i n g f e l l o w  d u m p s i t e .  In 1 9 7 8  t h e  r e g i o n a l  w a t e r  
b o a r d  r e l e a s e d  p a r t  of t h e  l i q u i d  c o n t e n t s  of o n e  of 
t h e  S t r i n g f e l l o w  p o n d s  d u r i n g  a h e a v y  r a i n s t o r m  in 
o r d e r  t o  a v o i d  a b r e a c h i n g  of th e  p o n d  w a l l s .  T h e  
e f f l u e n t  r a n  d o w n  t h e  c a n y o n  a n d  a c r o s s  a p o r t i o n  of 
the p l a y g r o u n d  at t h e  G l e n  A v o n  s c h o o l .  S y n t h e t i c  

o r g a n i c  c o m p o u n d s  h a v e  r e c e n t l y  b e e n  f o u n d  i n  w a t e r  
f r o m  t h e  s c h o o l  d r i n k i n g  f o u n t a i n s .  It is p o s s i b l e  
t h a t  som.e of th e  S t r i n g f e l l o w  w a s t e s  m a y  h a v e  
p e r c o l a t e d  i n t o  th e s c h o o l ' s  s o i l s  a n d  p e r m e a t e d  

p l a s t i c  w a t e r  s e r v i c e  pipe.

F. D e p a r t m e n t  o f  C o n s u m e r  A f f a i r s :

T h e  D e p a r t m e n t  of C o n s u m e r  A f f a i r s  h a s  b e e n  i n v o l v e d  in 

the i s s u e  of p e r m e a t i o n  in s e v e r a l  d i f f e r e n t  c o n t e x t s :

- In m i d - 1 9 8 2  Dr. M a r c  L a p p e ,  a c o n s u l t a n t  for 

C o n s u m e r  A f f a i r s  d u r i n g  t h e  B r o w n  A d m i n i s t r a t i o n ,  
l e a r n e d  of th e  L e k k e r k e r k  i n c i d e n t  a n d  o b t a i n e d  a cop y 

of t h e  E B M U D  s t u d i e s  t h a t  h a d  b e e n  p a r t  of t h e  h e a r i n g  
r e c o r d  for t h e  D O H S  r e g u l a t i o n s .  L a p p e  d e s i g n e d  a 
p r o t o c o l ,  w o r k i n g  w i t h  C o n s u m e r  A f f a i r s  a n d  f u n d i n g  

f r o m  th e s t a t e  E u i l d i n g  T r a d e s  C o u n c i l ,  to d u p l i c a t e  
t he  E B M U D  t e s t s  on p e t r o l e u m  d i s t i l l a t e s  a n d  to t e s t  a 
b r o a d e r  r a n g e  of o r g a n i c  c o m p o u n d s  i n c l u d i n g  s o l v e n t s  
a n d  p e s t i c i d e s .  As v i th  t he E B M U D  s t u d i e s ,  the a i m  w a s  
to q u a l i t a t i v e l y  r a t h e r  t h a n  q u a n t i t a t i v e l y ,  
d e m o n s t r a t e  th e  t h r e a t  of perm, e a t  ion. T h e  w o r k  w a s  
c o n d u c t e d  by A n L a b ,  a i n d e p e n d e n t  l a b o r a t o r y  in 
S a c r a m e n t o ,  a n d  t he  r e s u l t s  w e r e  r e l e s e a  by C o n s u m e r  
A f f a i r s  in D e c e m b e r  1982.

T h e  r e s u l t s  i n c l u d e d :

o In t e s t i n g  p e r m e a t i o n  of p i p e  w i t h  soi l 

s a t u r a t e d  by g a s o l i n e ,  A n L a b  f o u n d  th at  

b e n z e n e  (a p o t e n t  c a r c i n o g e n )  a c c u m u l a t e d  

i n  p i p e  a t  l e v e l s  of u p  t o  1 0 0  p p m  in o n e  
w e e k .  T h e  f e d e r a l  r e g u l a t o r y  a c t i o n  

l e v e l  fo r b e n z e n e  in d r i n k i n g  w a t e r  is 

a p p r o x i m a t e l y  t e n  t h o u s a n d  t i m e s  lo w e r .

o In t e s t i n g  a r a n g e  of p e s t i c i d e s ,  A n L a b  

o b t a i n e d  n e g a t i v e  r e s u l t s  for c h l o r d a n e ,  
b u t  p o s i t i v e  r e s u l t s  f or  l i n d a n e .  T h i s  

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

p e s t i c i d e s  o n  w a t e r  p i p e s .

- In t h e  s p r i n g  of 1983, G u s  K o e h l e r ,  t h e n  a 
r e s e a r c h  a n a l y s t  w i t h  C o n s u m e r  A f f a i r s ,  l e a r n e d  of the. 

e x p e r i e n c e s  of K c C o l l  area r e s i d e n t s .  K o e h l e r  
r e s e a r c h e d  a n d  w r o t e  a p a p e r  e n t i t l e d ,  " P l a s t i c  W a t e r  
P i p e  in C o y o t e  Hi l l s :  A C a s e  S t u d y  of R e g u l a t o r y  
F a i l u r e " ,  t h a t  b e c a m e  a v a i l a b l e  in d r a f t  f o r m  in A u g u s t  

1 9 8 3 o  T h e  K o e h l e r  s t u d y  is a s  a n  i n d i c t m e n t  of a s t a t e  

r e g u l a t o r y  s t r u c t u r e  t h a t  is i n t e n d e d  to p r o t e c t  the 

p u b l i c  h e a l t h .  T h e  r e p o r t  d e m o n s t r a t e s  t he  
i n e f f e c t i v e n e s s  of the e x i s t i n g  D O H S  p e r m e a t i o n  
r e g u l a t i o n s ,  d u e  l a r g e l y  to l a c k  of e n f o r c e m e n t ,  an d 
t h e  f i n g e r  p o i n t i n g  c o n c e r n i n g  th e l a c k  of s o i l  t e s t i n g  

p r i o r  to t h e  i n s t a l l a t i o n  of p l a s t i c  p i p e  b e t w e e n  th e 
d e v e l o p e r ,  the w a t e r  a g e n c y  a n d  c o u n t y  h e a l t h  
o f f i c i a l s .  K o e h l e r  h&s s i n c e  b e e n  r e m o v e d  f r o m  h is  po st 
a t  C o n s u m e r  A f f a i r s  a n d  s h u f f l e d  t o  a d e s k  w i t h  n o  

p h e n e  in a “d i f f e r e n t  d e p a r t m e n t .

G. S h e l l  S t u d y :

In J u l y  1 9 8 3  t he  G o v e r n o r  v e t o e d  b u d g e t  i t e m  4 2 6 0 - 0 0 1 -  
0 1 4  w h i c h  w o u l d  h a v e  a l l o c a t e d  $ 2 0 0 , 0 0 0  f r o m  D O B S ’ 

H a z a r d o u s  W a s t e  C o n t r o l  A c c o u n t  for an i n d e p e n d e n t  
s t u d y  of p e r m e a t i o n .  D e p a r t m e n t  r e p r e s e n t a t i v e s  
t e s t i f i e d  in b u d g e t  h e a r i n g s  t h a t  s u c h  a s t u d y  w o u l d  be 

u s e f u l .

D O H S  is n o w  w o r k i n g  w i t h  S h e l l  s c i e n t i f i c  s t a f f  at the 

firrt’s c o r p o r a t e  h e a d q u a t e r s  in H o u s t o n  to d e v e l o p  a 
p r o t o c o l  for a s t u d y  to be b o t h  f u n d e d  a n d  c o n d u c t e d  by 
S h e l l .  D e p a r t m e n t  s p o k e p e r s o n s  h a v e  i n d i c a t e d  t h a t  

S h e l l  a n d  D O H S  a r e  a l o n g  w a y  f r o m  a g r e e m e n t  a b o u t  t h e  
i n i t i a l  p r o t o c o l  s u b m i t t e d  by Shell. For e x a m p l e ,
S h e l l  d e e s  no t w a n t  to test s o i l s  c o n t a m i n a t e d  a b o v e  1 

p a r t  per m i l l i o n .  In p r a c t i c e ,  s o i l  is o f t e n  
c o n t a m i n a t e d  at l e v e l s  far i n  e - c e s s  of this.

A  n u m b e r  cf q u e s t i o n s  are u n a n s w e r e d :

o W h a t  w a s  t h e  i m p e t u s  f o r  t h e  v e t o  of t h e  

b u d g e t e d  s t u d y  a nd  t h e  S h e l l  s t u d y ?
D i d  S h e l l  o f f e r  to d o  t h e  s t u d y  or w a s  

t he  f i r m  a p p r o a c h e d  by the A d m i n i s t r a t i o n ?

c H o w  w i l l  t h e  S h e l l  s t u d y  a d d r e s s  t h e

f u n ce m c- nt a l is s u e  of p e r m e a t i o n  if it 

i n v o l v e s  o nl y one t y p e  of pi pe, PB, of 

w h i c h  S h e l l  is the m a j o r  m a n u f a c t u r e r ?  

D o e s  t h e  D e p a r t m e n t  h a v e  an y p l a n s  for 
m o r e  e x h a u s t i v e  s t u d y  of p e r m e a t i o n ?
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o T o  w h a t  d e g r e e  w i l l  D O H S  b e  a b l e  t o  e x e r c i s e  
c o n t r o l  o v e r  a s t u d y  t h a t  is f u n d e d  by 

S h e l l  a n d  is c o n d u c t e d  i n  T e x a s ?  W i l l  t h i s  
s t u d y  j u s t  be a n o t h e r  e x a m p l e  of s u s p e c t  

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

i n d u s t r y ?

T h e  S h e l l  s t u d y  is a l r e a d y  c o n t r o v e r s i a l .  Th e  
D e p a r t m e n t  c o n t e n d s  that no a c t u a l  w o r k  h a s  b e e n  d o n e  

b y  S h e l l  a n d  t h a t  o n l y  t h e  p r o t o c o l  is n o w  u n d e r  

d i s c u s s i o n .  T h e  Pi pe  T r a d e s  C o u n c i l  a s s e r t s ,  h o w e v e r ,  
t h a t  S h e l l  h a s  a l r e a d y  c o n d u c t e d  t e s t i n g  a n d  is u n h a p p y  

w i t h  t he r es ul ts .  This c o n t r o v e r s y  h i g h l i g h t s  the 

d a n g e r s  of r e l y i n g  on a s t u d y  s u c h  as S h e l l ’s as t he  
b a s i s  f or  m a j o r  p u b l i c  h e a l t h  d e c i s i o n s .

B. H e w  S t u d i e s :

T h e  r e s u l t s  of s e v e r a l  n e w  s t u d i e s  ar e  n o w  b e c o m i n g  

a v a i l a b l e  i n c l u d i n g :

o P.ecent l a b o r a t o r y  s t u d i e s  by a N e w  J e r s e y  

u t i l i t y ,  t h e  A m e r i c a n  W a t e r  W o r k s  C o m p a n y ,  
. s t r e n g t h e n s  the c a s e  on p e r m e a t i o n .

A m e r i c a n  W a t e r  W o r k s  c o n d u c t e d  t e s t s  u s i n g  
s u b s t a n c e s  p r e s e n t  i n  l o w  c o n c e n t r a t i c n s  in 

the g a s e o u s  phase, r a t h e r  th an  s o i l  

s a t u r a t e d  w i t h  l i q u i d s .  O n e  m a j o r  r e s u l t  
is t h a t  PE, PB a n d  P V C  a l l  w e r e  p e r m e a t e d  

by a g a s e o u s  s o l v e n t  in p e r i o d s  r a n g i n g  

f r o m  on e day to one w e e k .

o A n L a b ,  w i t h  f u n d i n g  f r o m  t he  P i p e  T r a d e s  

C o u n c i l ,  h a s  r e p l i c a t e d  its 1 9 8 2  e x p e r i m e n t s  
u s i n g  t i g h t e r  c o n t r o l s  to a v c i d  a ny  p o s s i b l e  

e n t r y  of s u b s t a n c e s  t h r o u g h  th e j o i n t s  
b e t w e e n  t h e  p i e c e s  of pipe, r a t h e r  t h a n  
t h r o u g h  the walls. T h e  r e s u l t s ,  t o  be 
r e l e a s e d  at the h e a r i n g ,  i n c l u d e :

- T h e  d e g r e e  a n d  r a t e  of p e r m e a t i o n  

a p p e a r s  to be a f u n c t i o n  of 

i d e n t i f i a b l e  c h e m i c a l  c h a r a c t e r i s t i c s  
of a p e r n e a n t .  C o n s t i t u e n t s  of 

g a s o l i n e ,  s u c h  a s  b e n z e n e ,  a n d  
c h l o r i n a t e d  s o l v e n t s  p e r m e a t e  r e a d i l y  

w h i l e  p e s t i c i d e s  p e r m e a t e  m o r e  s l o w l y .

- In o r d e r  of t he  t h r e a t  of p e r m e a t i o n ,

P E  p i p e  p o s e s  t h e  g r e a t e s t  d a n g e r ,  PB 

p i p e  is of i n t e r m e d i a t e  d a n g e r ,  a n d  P V C  
a p p e a r s  to p o s e  the l e a s t  th reat.



o California Analytical Labs, also under contract 
to the Pipe Trades Council, is conducting 
tests on a carbon water filter from one of 
the McColl area houses sampled by DOHS. The 
results, also to be released at the hearing, 
indicate the presence of over thirty organic 
chemicals, including a number of benzene- 
related molecules. Some of the chemicals are 
known or suspected carcinogens. A number 
of the chemicals- are related to crude 
petroleum and could probably be linked to 
the McColl wastes.

I. M i s c e l l a n e o u s  R o t e s :

Ray Leonardini's group, the Pipe Trades Council and a 
coalition of organizations including Friends of the 
Earth, Citizens for a Better Environment and the 
Consumer Federation of California, is suing the 
International Association of Plumbing- and Mechanical 
Officials (IAPMC). IAPMO is developing rules governing 
the installation and use of plastic pipe. Although the 
rules do not have the weight of law, it is common for 
IAPMO rules to be incorporated into state building 
codes. The suit is now in the discovery phase and is 
expected to go to trial in Los Angeles in December.

IAPMO contends that sufficient data exists to certify 
plastic: pipes as safe. The plaintiffs assert that 
there is insufficient data and that the development of 
the rules is premature.’



III. D o e s  C a l i f o r n i a  M e e d  a n  I n d e p e n d e n t  S t u d y  

of P e r m e a t i o n ?  W h a t  a r e  t h e  I s s u e s ?

T h e r e  ar e s i g n i f i c a n t  d r a w b a c k s  t o  r e l y i n g  on an 
i n d u s t r y  o r g a n i z a t i o n  to b o t h  f u n d  a n d  c o n d u c t  a s t u d y  
of p e r m e a t i o n .  T h e  S h e l l  s t u d y  w i l l  e x a m i n e  o n l y  PB 
p i p e , of w h i c h  t h e  c o m p a n y  is t h e  m a j o r  m a n u f a c t u r e r .  

In a d d i t i o n ,  r e p r e s e n t a t i v e s  of D O H S  i n d i c a t e  th at  
S h e l l  a n d  the D e p a r t m e n t  a r e  f a r  f r o m  a g r e e m e n t  o n  the  

p r o t o c o l  i n i t i a l l y  s u b m i t t e d  by t h e  f i r m .  T h e  S t a t e  
h a s  l i t t l e  if a n y  l e v e r a g e  o v e r  r e s e a r c h  f u n d e d  a n d  

c o n d u c t e d  by a p r i v a t e  fi r m .  Is t h e  p u b l i c  g o o d  s e r v e d  

by a p r o l o n g e d  s t u d y  t h a t  a d d r e s s e s  o n l y  p a r t  of t h e  
i s s u e ?  Th*e r e s u l t s  of t h e  S h e l l  s t u d y  w i l l  be 
i n c o n c l u s i v e  for al l p a r t i e s  e x c e p t  Shell.
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3V. A r e  E x i s t i n g  R e g u l a t i o n s  B e i n g  A d e q u a t e l y  
E n f o r c e d ?  A r e  t h e r e  I m m e d i a t e  S t e p s  t h a t  

S h o u l d  be T a k e n  t o  R e s t r i c t  
t h e  D s e  of P l a s t i c  P i p e ?

A. E x i s t i n g  R e g u l a t i o n s :

In 1 9 7 9  t h e  S a n i t a r y  E n g i n e e r i n g  B r a n c h  p r o m u l g a t e d  t w o  
n e w  r e g u l a t i o n s  r e l a t i n g  t o  th e p e r m e a t i o n  of p l a s t i c  

p i p e .  T h e s e  r e g u l a t i o n s  w e r e  th e d i r e c t  r e s u l t  of 
s t u d i e s  by E a s t  B a y  MUD, a n d  w e r e  a d d e d  to T i t l e  22, 

A r t i c l e  5, W a t e r  M a i n s  a n d  A p p u r t a n c e s .

o S e c t i o n  6 4 6 2 4  (f) s t a t e s  that:

" P l a s t i c  pipe s h a l l  n ot  be u s e d  in a r e a s  

s u b j e c t  to c o n t a m i n a t i o n  by p e t r o l e u m  

d i s t i l l a t e s . "

o S e c t i o n  6 4 6 3 0  (g) s t a t e s  that:

" I n s t a l l a t i o n  of w a t e r  m a i n s  near the 

f o l l o w i n g  s o u r c e s  of p o t e n t i a l  c o n t a m i n a t i o n  
s h a l l  be s u b j e c t  to w r i t t e n  a p p r o v a l  by 
t h e  D e p a r t m e n t  on a c a s e - b y - c a s e  b as is :

(1) S t o r a g e  p o n d s  or l a n d  d i s p o s a l  s i t e s  

for w a s t e  w a t e r  or i n d u s t r i a l  p r o c e s s  
w a t e r  c o n t a i n i n g  t o x i c  m a t e r i a l s  or 
p a t h o g e n i c  o r g a n i s m s .

(2) .‘.’o l i c  w a s t e  d i s p o s a l  sites.

(3) F a c i l i t i e s  s u c h  as s t o r a g e  t a nk s and  

p i p e l i n e s  w h e r e  m a l f u n c t i o n  of the f a c i l i t y  
w o u l d  s u b j e c t  t h e  w a t e r  in t he  m a i n  to 

t o x i c  or p a t h o g e n i c  c o n t a m i n a t i o n . "

B. T h e  N e e d  fo r E m e r g e n c y  R e g u l a t i o n s :

T h e  s c o p e  of e x i s t i n g  r e g u l a t i o n s  a p p e a r s  to be 

i n a d e q u a t e  to p r o t e c t  p u b l i c  h e a l t h  f r o m  t o x i c  
c o n t a m i n a n t s .  E x i s t i n g  r e g u l a t i o n s  a p p l y  o n l y  to 
p e t r o l e u m  d i s t i l l a t e s  a n d  e x c l u d e  m a n y  s o l v e n t s ,  

p e s t i c i d e s  a n d  o t h e r  t c x i c  s u b s t a n c e s  tha t c a n  p e r m e a t e  
p l a s t i c  pipe.

S e c t i o n  6 4 6 2 4  s h o u l d  be e x p a n d e d  b e y o n d  p e t r o l e u m



_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

d i s t i l l a t e s  t o  i n c l u d e  all h a z a r d o u s  s u b s t a n c e s ,  
i n c l u d i n g  w a s t e s .  In a d d i t i o n  t h e  r e g u l a t i o n s  c o u l d  

r e q u i r e :

o c e r t i f i c a t i o n  t h a t  s o il  h a s  b e e n  t e s t e d  
p r i o r  to i n s t a l l a t i o n  of p l a s t i c  p i p e

o t h a t  e n d  u s e r s  of w a t e r  r e c e i v e  n o t i c e  

frorr. the e n t i t y  i n s t a l l i n g  the F i p e  t h a t  
p l a s t i c  p i p e  h a s  b e e n  u s e d  a n d  t h a t  in 

t he  e v e n t  of c o n t a m i n a t i o n  of a d j a c e n t  

s o i l s  d e l i v e r e d  w a t e r  c o u l d  b e c o m e  

c o n t a m i n a t e d  t h r o u g h  p e r m e a t i o n .

C. T h e  N e e d  f o r  a n  I n f o r m a t i o n  P r o g r a m :

T h e  D e p a r t m e n t  h a s  n o p r o c e d u r e s  to  i n f o r m  a f f e c t e d  

p a r t i e s  of t h e  p e r m e a t i o n  r e g u l a t i o n s .  A D e p a r t m e n t  
s u r v e y  of w a t e r  u t i l i t i e s  f o u n d  v e r y  p o o r  k n o w l e d g e  of 
t h e  r e g u l a t i o n s .  It is u n l i k e l y  t h a t  h o u s i n g  

d e v e l o p e r s  h a v e  a n y  k n o w l e d g e  of t h e  r e g u l a t i o n s .  In 
t h e  c a s e  of t h e  a l l e g e d  p e r m e a t i o n  i n  t h e  v a c i n i t y  of 
M c C o l l ,  t h e r e  w e r e  t h r e e  f o r m s  of r e g u l a t o r y  fa il ure .

o T h e  c o n t r a c t o r  w a s  u n a w a r e  of S e c t i o n  6 4 6 2 4  

w h i c h  p r o h i b i t s  the u s e  of p l a s t i c  p i p e  in 

a r e a s  s u b j e c t  to s o i l  c o n t a m i n a t i o n .

o T h e  w a t e r  p u r v e y o r  r e l i e d  or. t h e  c o n t a c t o r  to  

i n f o r m  h i m  of any soi l c o n t a m i n a t i o n .

o D e s p i t e  the p r o x i m i t y  of the M c C o l l  d u m p s i t e  

th e w a t e r  p u r v e y o r  d i d  n o t  r e q u e s t  the 
D e p a r t m e n t ’s p e r m i s s i o n  to i n s t a l l  p l a s t i c  

pi pe , in v i o l a t i o n  of S e c t i o n  64630.

D O H S  s h o u l d  d e v e l o p  n r o c e d u r e s  to:

o I n f o r m  w a t e r  u t i l i t i e s  a n d  c o n t r a c t o r s  of 
t h e i r  r e s p o n s i b i l i t i e s  u n d e r  th e  p e r m e a t i o n  

r e g u l a t i o n s .

o U t i l i z e  d a t a  f r o m  a v a r i e t y  of s o u r c e s  w i t h i n  

th e D e p a r t m e n t ,  a n d  f r o m  t he r e g i o n a l  w a t e r  

b o a r d s  a n d  t h e  S t a t e  W a s t e  M a n a g e m e n t  Bo a r d ,  
to a i d  'Local g o v e r n m e n t s  in l o c a t i n g  s i t e s  

of k n o w n  or p o t e n t i a l  c o n t a m i n a t i o n .  T h i s  
d a t a  b a s e  s h o u l d  i n c l u d e  i n f o r m a t i o n  on 

a b a n d o n e d  sites, u n d e r g r o u n d  s t o r a g e  f a c i l i t i e s ,  

s o l i d  a n d  i n d u s t r i a l  w a s t e  d i s p o s a l  f a c i l i t i e s  

a n d  l i q u i d  w a s t e  s u r f a c e  i m p o u n d m e n t s .

- 1 6 -



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

f o r

W A Y S  & M E A N S  S U B C O M M I T T E E  N U M B E R  1 
A R T  A G N C S ,  C H A I R P E R S O N

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

1 p . m.  R o o m  4 3 7  

O c t o b e r  19, 1983

P r e s e n t e d  b y :

T h e  C o n s u m e r  F e d e r a t i o n  of C a l i f o r n i a , F r i e n d s  of t he  E a r t h ,  
C i t i z e n s  fo r  a B e t t e r  E n v i r o n m e n t ,  T h e  N a t u r a l  R e s o u r c e s ? 
D e f e n s e  C o u n c i  1, a n d  t he  C a l i f o r n i a  P i p e  T r a d e s  C o u n c i l

C o o r d  ina t o r : 
R a y m o n d J .  L e o n a r d i n i  

( 9 1 6 )  4 4 4 - 0 2 2 3



E N C L O S U R E S

1. J o i n t  S t a t e m e n t  o f  E n v i r o n m e n t a l ,  C o n s u m e r  an d  L a b o r  Coali'tion
o n  H e a l t h  R i s k s  in P e r m e a t i o n

2. L i s t  o f  p e r m e a t i o n  e p i s o d e s

3. P r e s s  S t a t e m e n t ,  F a c t  S h e e t  a n d  L a b e l s  re L i n d a n e  p e r m e a t i n g  
p l a s t i c  w a t e r  p i p e s .

4. E . P . A .  D e s c r i p t i o n  of m a j o r  p e r m e a t i o n  e v e n t - - L e k k e r k e r k

5. S u m m a r y  of A N L A B  T e s t  'Data of P e r m e a t i o n

6. C o m m o n l y  a s k e d  q u e s t i o n s  o n the  p e r m e a t i o n  p r o b l e m .

INDEX





Alaska Secondary Distribution

WkSFtHN
ALASKA
UAMQE
ne supply

CHART XI

Lepond
A AGENT PLANT (ICE LOCKED) 
■  AGENT PLANT 
•  MAJOR SUPPLY TERMINAL

DUTCH HARBOR^ , 1

SOUTHtA31LMN
ALASKA
TONQASS UAHQE 
RE SUPPLY 
PROM KE rclllKAN



IRev is ion Date:

REQUEST FISCAL DETAIL
B i l l /R eso lu t io n  No. :  HB 509_________  Agency A ffected :  D epa r tm en t  o f  L a w
T i t l e :  " A n  A c t  r e l a t i n g  to Program Category Afrected :__________________

a v i a t i o n  f u e l  r e f i n e r s ; . . . "   G e n e r a l  G o v e r n m e n t ____________
Sponsor: R e p r ._H u r l b e r t _______________ BRU, Program or Subprograms) Affected :
Requestor: H o u s e  L a b o r  & C o m m e r c e  L e g a l  S e r v i c e s  O p e r a t i o n s ______

Date o f  Request: 3/28/84 ~~ _   _________________________________________________________________

EXPENDITURES/REVENUES: (Thousands o f  Pol.Tars)
FY 84 FY 85 FY 86 | FY 87 FY 88 FY 89

OPERATING 1 1 1
i00 PERSONAL SERVICES 1 1
200 TRAVEL 1
300 CONTRACTUAL •
A00 SUPPLIES 1
500 EQUIPMENT 1
S00 LAND & STRUCTURES
700 GRANTS, CLAIMS 1 •

SOO MISCELLANEOUS

TOTAL OPERATING n 81 n 1 n n n

1 CAPITAL 1 I

[ REVENUE

FUNDING: (Thousands o f  Doll ars)
CENERAL FUND -0- -0- -0- -0- -n- I -0-
FEDERAL FUNDS

OTHER , 1
TOTAL 1

POSITIONS:
FULL-TIME - U - - 0- - 0- r ~ - o - - 0- - 0-
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate p ^ e  f o r  ana lys is

Prepared By:----R.lr .hnrH -T .— Pegu l L i— D i r e c t o r   n i l ' - A 65— 3672-----
D iv i s i o n :--- Adni3.nj .s t r a t ^ v e  J g o r j i c j?6 P i ^ i s i -on—  *— 5— 2-8—8-4 -

Approved by Commissioned ' *  N n r m ; m  cf) cLxsuch —  Date:— 8-?a-8A_______
Agency: D e p a r t m e n t  o f  L a w _____________________

D is t r i b u t i o n  (by Agency prepar ing  f i s c a l  no te ) :
L e g i s l a t i v e  Finance 
L e g i s l a t i v e  Sponsor 
Requestor
O f f ice  o f  Management and Budget
Impacted Agency( ies)  12/1/83



F i s c a l  Note M a r c h  28, 1984
A n a l y s i s
HB  509

This b i l l  amends A l a s k a ' s  Code of Civil P r o c e d u r e  by 
ex e m p t i n g  a v i a t i o n  fuel refiners f r o m  l iabi l i t y  in a civil action 
for injuries r e s u l t i n g  f r o m  the u s e  of c o n t a m i n a t e d  or impure 
fuel u n l e s s  the fuel r e f i n e r  intentionally, recklessly, or 
th r o u g h  gross n eg ligence, causes or c o nt ributes to an injury. 
This e x e m p t i o n  f r o m  l i a b i l i t y  w o u l d  also not apply w h e n  an
a v i a t i o n  fuel r e f i n e r  transfers a v i a t i o n  fuel d i r e ctly into the
fuel tanks of an aircraft. This b i l l  also amends T i tle 45, Trade
and Commerce, to p r o v i d e  that an a v i a t i o n  fuel r e f i n e r  m a y  not 
r e f u s e  to sell a v i a t i o n  fuel solely b e c a u s e  the p u r c h a s e r  
pr o v i d e s  drums of 50 gallons or m o r e  into w h i c h  the a v i a t i o n  fuel 
is to be delivered.

E n a c t m e n t  of this bill  w i l l  p r o b a b l y  n o t  have any 
di r e c t  fiscal impact on the D e p a r t m e n t  of L a w  b e c a u s e  it deals 
w i t h  p r i v a t e  sector l i a b ility  m a t t e r s  r ather than the legal
o p e r a t i o n s  of state government. State funds could be 
s i g n i f i c a n t l y  impacted, however, in a m o r e  indirect manner.

If, for instance, a m a j o r  airc raft disaster occur r e d  at 
a state o p e r a t e d  airport, the state c o u l d  be one of several 
p a rti es w i t h  p o t e n t i a l  liability. W h e n  a n o ther p a r t y  is s h i elded 
f r o m  liability, as is p r o v i d e d  for in this bill, that p o r t i o n  of 
the l i a b i l i t y  that is s h i e l d e d  is n ot e x t i n g u i s h e d  but, rather, 
it is t r a n s f e r r e d  to the r e m a i n i n g  liable parties. In this 
event, the total p o t e n t i a l  l iabi l i t y  w o u l d  be s h o u l d e r e d  by the 
r e m a i n i n g  parties, i n c l u d i n g  the state, but e x c l u d i n g  the 
a v i a t i o n  fuel refiner, even though c o n t a m i n a t e d  or impure fuel 
m i g h t  be a c o n t r i b u t i n g  cause. Because there are so man y 
u n c e r t a i n t i e s  i n v o l v e d  in a s s e s s i n g  p o t e ntial  liability, the cost 
of such an e v e n t u a l i t y  cannot be estimated. Consequently,  no 
fiscal impact has b e e n  shown in this analysis.



MEMO

FEBRUARY 28,

TO: JOHN

FROM: KEN

RE: HB 509

1984

DUE TO ADDITIONAL CHANGES IN THE LANGUAGE OF HB 509 "RELATING TO AVIATION 

FUEL SUPPLIERS", THE COMMITTEE SUBSTITUTE IS STILL IN THE DRAFTING STAGE. 

HB 509 HAD BEEN PIACED ON TODAY'S CALENDAR. IT WILL BE RE-SCHEDULED SOON.



■ ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

January 12, 1984

Representative John Cowdery 
ATTN: M e r r i l l  Sik.orski9
Nancy Pease 
Leg is la t ive  Analyst

Product L i a b i l i t y  Laws fo r  Aviat ion Gasol ine 
Research Request 83-249

M e r r i l l  Sikorsk i of your o f f ic e  requested information regarding product 
l i a b i l i t y  fo r  av ia t ion  gasol ine i n  other states .  He expressed a special 
in terest in  l e g i s l a t i o n  that would l im i t  the l i a b i l i t y  of suppl iers and 
d is t r ibu te rs  of av iat ion gaso l ine .

I contacted Chevron USA, the Off ice of A i r  Worthiness Standards of the 
Federal Aviation Administrat ion (FAA), the A i rc ra f t  Owners and P i lots 
Lobbying Association, and the aeronautics and consumer protection agencies 
in Alaska and f i v e  other s t a e s .  I t  appears that no states have laws which 
l im i t  product l i a b i l i t y  fo r  av ia t ion  gaso l ine .  However, several of the 
agencies I contacted mentioned other issues regarding the qua l i t y  control 
of av iat ion fuel which may be of interest to you.

According to Thomas Horess, manager of the Propulsion Branch of the FA4 s 
Off ice of A ir  Worthiness Standards, the FAA has seen no need to federa l ly  
regulate av iat ion gasol ine in  the past . However, since August of 1982, 
the FAA has authorized the use of high octane automobi le fuel in  12 or 
more mcrl2 1s of general av ia t ion  engines and a i r p lanes .  As a re su l t ,  con­
cern has increased in  several states over l i a b i l i t y  for  auto fuel used in 
a v ia t ion .  Automobile fuel normal ly is  not subject to the s t r ic t  qua l i ty  
controls that assure the pur i ty  of av iat ion gaso l ine .  The FAA st ipu lates 
that automobile gas used in  a i r c r a f t  be handled according to the American 
Society of Testing and Materia ls  (ASTM) standards for  av ia t ion  gaso l ine .  
However, Mr. Horess said that the gasol ine industry has d i f f i c u l t y  contro l­
l i n g  product qua l i t y  at the gas stat ion d i s t r i b u t io n  l e v e l ,  a troblem that 
has raised concern about product l i a b i l i t y  for the fuel supp l ie rs .

Pat Chapman, a researcher fo. the A irc ra ft  Owners and P i lo ts  Lobbying 
Association, also mentioned the issue of product l i a b i l i t y  fo r  automobile 
fuel used in a v ia t ion .  Mr. Chapman noted that the fuel manufacturers are 
increas ing ly  concerned over major settlements anc' awards in product l i a b i l ­
i t y  lawsu i ts ,  but he could f ind  no l e g i s l a t i o n  addressing the issue in 
other states .

TO:

FROM:

RE:

Pouch Y . State C ap ito l 

Juneau , A la ska  99811 

(9 0 7 ) 465-3991



Representative Cowdery 
January 12, 1984 
Page 2

Jim Day of Chevron's pub l ic  a f f a i r s  o f f ice  in Anchorage reported that he 
was not aware of any ef forts  to l e g is l a t e  l im i t s  to l i a b i l i t y  for  av ia t ion  
f u e l .  However, Mr. Day mentioned that Chevron had refused to supply some 
remote fu e l in g  s ites in  Alaska in  instances where f a c i l i t i e s  were inade­
quate to assure against fuel contamination. According to Mr. Day, general 
av iat ion in  Alaska involves unique fuel l i a b i l i t y  s i tuat ions which are not 
l i k e l y  to have arisen in  other states.

Mr. Sikorski ind icated that he thought Ohio might have a law l im i t i n g  the 
product l i a b i l i t y  of av iat ion f u e l ,  but I could f ind  no such law in  the 
Ohio Revised Code or through t a lk in g  with numerous Ohio state agencies. 
I contacted aeronautics and consumer protection agencies in four other 
states with s im i l a r  negative resu lts .

While no states have l im ited  the l i a b i l i t y  fo r  fuel products, approximately 
15 states have adopted ASTM qua l i t y  standards for  the production and han­
d l in g  of petroleum products, and a few states have developed fuel inspec­
t ion  programs.1 Otherwise, states have l i t t l e  involvement in regu la t ing  
fuel q u a l i t y .

I am s t i l l  t ry ing  to contact the Product L i a b i l i t y  Defense Bar, an associa­
t ion of attorneys based in Washington D.C. I f  they can provide any further 
information on t h is  issue ,  I w i l l  ce r ta in ly  pass i t  on to you. However, 
i t  appears that no states have passed le g is l a t i o n  to l im i t  product l i a b i l ­
i t y  for av ia t ion  gaso l ine .

I f  we can ass ist you further on th is  or other issues, please feel free to 
contact us.

NP

1 Brad Parker, invest igator  fo r  th*' Alaska Consumer Protection Agency, 
telephone conversation, December 20, 1983.



RE: H B  509 -  A v i a t i o n  Fuel L i a b i l i t y

TI16 i m p o r t a n c e  of a v i a t i o n ,  b o t h  c o m m e r c i a l  and g e ne r a l ,  to A l a s k a n  

c o m m u n i c a t i o n  a n d  c o m m e r c e  c a n n o t  b e  o v e r s t a t e d .  It is c o m m o n  k n o w l e d g e  that 

m o r e  air m il e s  per r e s i d e n t  a r e  f l o w n  in A l a s k a  t han in any o t h e r  state; i n d e e d  

a v i a t i o n  is the o n l y  m e c h a n i s m  by w h i c h  m o d e r n  c o m m e r c e  and c o m m u n i c a t i o n  ca n  

b e  u n d e r t a k e n  to the va s t  m a j o r i t y  of A l a s k a n  l o c a t i o n s .

1. M a r k e t i n g  A v i a t i o n  F u e l s  in A l a s k a .

In o r d e r  to fuel the e v e r  g r o w i n g  a v i a t i o n  t r a f f i c  in A l a s k a , it has 

b e c o m e  n e c e s s a r y  to d e v e l o p  an e n o r m o u s  m a r k e t i n g  s y s t e m  to d i s t r i b u t e  the r el a  

t i v e l y  few g a l l o n s  of a v i a t i o n  fuel to m a n y  g e o g r a p h i c a l l y  d i v e r s e  l o c a t i o n s  

a c r o s s  the state. H o w e v e r ,  b e c a u s e  of the i n c r e a s i n g  e x p o s u r e  to l i a b i l i t y  

f ro m  the sale of a v i a t i o n  p r o d u c t s ,  m a n y  c o m p a n i e s  h av e  remo v e d  t h e m s e l v e s  fro m  

tne A l a s k a n  market. D u e  to the r e l a t i v e l y  l o w  v o l u m e ,  and g e o g r a p h i c a l l y  

d i v e r s e ,  a v i a t i o n  fuel m a r k e t  in A l a s k a ,  the i n c r e a s e d  e x p o s u r e  to l i a b i l i t y  

h as r e s u l te d  in a d e c l i n i n g  incentive- to m a r k e t  a v i a t i o n  fuel in the state.

T h i s  is p a r t i c u l a r l y  tru e  w i t h  a v i a t i o n  g a s o l i n e s ,  as o p p o s e d  to je t  

fuels. For th e  mos t  part, je t  f u e l s  ar e  u s e d  in c o m m e r c i a l  a v i a t i o n  w h e r e  the 

v o l u m e  sales a r e  high, and t h e  g e o g r a p h i c a l  d i s t r i b u t i o n  is not as great. 

A v i a t i o n  g a s o l i n e  c o n s t i t u t e s  a r e l a t i v e l y  m i n o r  p o r t i o n  of the total m a r k e t  

for a v i a t i o n  fuels. On the o t h e r  hand, b e c a u s e  of its lo w  v o l u m e ,  the r e l a t i v e  

m u l t i t u d e  of i n d i v i d u a l  s a l e s ,  and the g e o g r a p h i c a l  d i v e r s i t y  of the u l t i m a t e  

c u s t o m e r s ,  a v i a t i o n  g a s o l i n e s  a c c o u n t  for the g r e a t e s t  e x p o s u r e  to l i a b i l i t y  in 

the a v i a t i o n  fuel market.

MEMORANDUM



F o r  e x a m p l e ,  in 1981, C h e v r o n  U. S . A . I n c . ,  t h e  l a r g e s t  m a r k e t e r  of 

a v i a t i o n  f uels in the s t a t e  of A l a sk a ,  sold a t o t a l  of 375 m i l l i o n  g a l l o n s  of 

a v i a t i o n  fuel in the state. Of that total, j e t  f u e l  s a l e s  a c c o u n t e d  for 360 

m i l l i o n  g a l l o n s .  O n l y  15 m i l l i o n  g a l l o n s  of a v i a t i o n  g a s o l i n e  w e r e  sold. As 

s t a t e d  befo r e , a l t h o u g h  a v i a t i o n  g a s o l i n e s  a c c o u n t  fo r  o n l y  4% of C h e v r o n ' s  

a n n u a l  a v i a t i o n  fue l  s al e s ,  t h e s e  s a l e s  provide, by f a r  the g r e a t e s t  e x p o s u r e  to 

li a b i l i t y .

2. A v i a t i o n  F u e l  R e f i n e r s  -  U n p r e c e d e n t e d  E x p o s u r e  to L i a b i l i t y .

A v i a t i o n  fuel r e f i n e r s  are at an u n f a i r  d i s a d v a n t a g e  w i t h  r e s p e c t  to 

the sale of th e i r  p r o d u c t s  as o p p o s e d  to the s a l e  of o t h e r  p r o d u c t s  by  o t h e r  

c o m p a n i e s .  T h e  e x p o s u r e  to l i a b i l i t y  is m u c h  g r e a t e r  t han w i t h  a l m o s t  a n y  

o t h e r  p r o d u c t  b e c a u s e  of the s e r i o u s  c o n s e q u e n c e s  of a n y  a v i a t i o n  a c c i d e n t .

T h e  c o u r t ' s  d e v e l o p m e n t  of the s t r i c t  l i a b i l i t y  t h e o r y  for d e f e c t i v e  

p r o d u c t s  has c r e a t e d  a l e ga l  s i t u a t i o n  w h e r e i n  the r e f i n e r  is v i r t u a l l y  g u i l t y  

u n t i l he proves h i m s e l f  in n o ce n t .

B e c a u s e  m o s t  r e f i n e r s  are large c o m p a n i e s ,  the D e e p  P o c k e t  T h e o r y  

i n v i t e s  p l a i n t i f f s'  a t t o r n e y s  to j o i n  t hem in a c t i o n s  e v e n  w e r e  l i a b i l i t y  is 

u n l i k e l y .  R e f i n e r s  m a y  at times find it m o r e  e c o n o m i c a l  to s e t t l e  a c a s e  than 

s pend t h o u s a n d s  in d e f e n s e ,  even  w hen they b e l i e v e  t h e r e  is no liability.,

E v e n  w h e r e  the r e f i n e r  is s u c c e s s f u l  in d e f e n d i n g  s u c h  cases, the 

c o u r t ' s  award of c o s t s  and a tt o r n e y s '  fees r a r e l y  r e p r e s e n t s  e v e n  o n e - h a l f  of 

the ac tu a l  e x p e n d i t u r e s .  This, of course, d o e s  not e v e n  c o n s i d e r  the i n - h o u s e  

c o s t s  of the r e f i n e r  in i n v e s t i g a t i v e  and a d m i n i s t r a t i v e  e n d e a v o r s  r e l a t e d  to 

the l i t i g a t i o n .  In a d d i t i o n ,  w h e r e  the c o u r t  m a k e s  a cost award fo r  a t t o r n e y s '  

fees and c o s t s  i n c u r r e d  in d e f e n d i n g  s u c h  an a c t i o n ,  c o l l e c t i o n  of the a ward is 

n e v e r  g u a r a n t e e d  and o f t e n  is not pos s i b l e .



E x a m p l e s  of th e  e f f e c t  of this i n c r e a s e d  e x p o s u r e  to l i a b i l i t y  ar e 

n o t  di ff i c u l t  to find in A l a s k a .  In 1980, T e x a c o  q u i e t l y  w i t h d r e w  f r o m  the 

a v i a t i o n  fuel m a r k e t  b e c a u s e  of t h e  p o t e n t i a l  l i a b i l i t y  it faced. T h i s  r e m o v a l  

p r o m p t e d  a let t e r  f r o m  G o v e r n o r  H a m m o n d  to C h e v r o n  U . S . A .  I nc., a s k i n g  that 

C h e v r o n  do e v e r y t h i n g  p o s s i b l e  to r e m a i n  in the a v i a t i o n  fue l  m a r k e t ,  an d  

i n q u i r i n g  as to w h e t h e r  t h e r e  m i g h t  b e  a n y  a s s i s t a n c e  th e  S t a t e  of A l a s k a  cculd 

r e n d e r  in that regard.

U n i o n  Oil C o m p a n y  w i t h d r e w  f r o m  t h e  a v i a t i o n  fuel  m a r k e t  in S o u t h e a s t  

A l a s k a  s om e t i m e  ago for the s a m e  r e a s o n .  O t h e r s  m a y  do the s a m e  t h i n g  In 

S o u t h c e n t r a l  A l a s k a  as a r e s u l t  o f  the S p e r n a k  A i r w a y s  inc i d en t .

In that c a s e ,  a p l a n e  c a r r y i n g  f our p e o p l e  c r a s h e d  on t a k e - o f f  at 

M e r r i l l  Field in A n c h o r a g e .  It w a s  d e t e r m i n e d  tha t the c a u s e  of t h e  c r a s h  w a s  

w a t e r  in the gas l i ne s  of the a i r p l a n e .  A c c o r d i n g  to the i n v e s t i g a t o r  for the 

N a t i o n a l  T r a n s p o r t a t i o n  S a f e t y  B o a r d  (NTSB), th e  s o u r c e  of the w a t e r  w h i c h  

c o n t a m i n a t e d  the p l a n e ' s  f u e l  l i n e s  w a s  the s t o r a g e  tanks k e p t  b y  S p e r n a k  

A i r w a y s  at M e r r i l l  F i e l d .  S p e r n a k  A i r w a y s  m a i n t a i n e d  a $ 5 0 0 , 0 0 0  g e n e r a l  

li a b i l i t y  policy, a n d  h a s  s e t t l e d  the c a s e  for the p o l i c y  l i m i t s .  H o w e v e r ,  in 

s p i t e  of the N T S B ' s  f i n d i n g s  tha t  the s o u r c e  of the w a t e r  w a s  the S p e r n a k  

s t o r a ge  tanks, U n i o n  O i l  wa s  s u e d  for d a m a g e s  in the a m o u n t  of $ 5 , 0 0 0 , 0 0 0 .

3. T h e  U s e  of B a r r e l s  in the D i s t r i b u t i o n  of A v i a t i o n  F u e l s .

In an a t t e m p t  to r e d u c e  its e x p o s u r e  to l i a b i l i t y ,  C h e v r o n  ha s  d e c l i n e d  

to p l a c e  a v i a t i o n  f uel in u s e d  b a r r e l s  for d i s t r i b u t i o n  to t h e  p o p u l a r  a v i a t i o n  

market. C h e v r o n  c o n t i n u e s  to m a r k e t  a v i a t i o n  fuels in n e w  b a r r e l s  o n l y  in 

Alaska, and o n l y  as an a c c o m m o d a t i o n  to the u n i q u e  r e l i a n c e  this s t a t e  ha s  on 

g e n e r a l  a v i a t i o n  in r e m o t e  a r e a s  w h e r e  the m o s t  p r a c t i c a l  m e a n s  of s u p p l y  is by 

barrel. In all o t h e r  s t a t e s ,  C h e v r o n  w i l l  not sell a v i a t i o n  fuel in a b a r r e l .



jgawggyya-» 'v-
Ir this r e g a r d ,  it s h o u l d  b e  n o t e d  tha t  t h e r e  is no suc h  thing as a 

" s e a l e d  b a r r e l . "  Al l  b a r r e l s ,  w h e t h e r  n e w  or u s e d ,  ar e  s u s c e p t i b l e  to m o i s t u r e  

c o n t a m i n a t i o n  p a r t i c u l a r l y  w h s n  t h e y  a r e  s t o r e d  o u t s i d e  in the w i d e l y  f l u c t u a t i n g  

t e m p e r a t u r e s  e n c o u n t e r e d  in A l a s k a .  D u r i n g  s u c h  f l u c t u a t i o n s ,  w h e n  raoisture is 

p r e s e n t  on top of the b a r r e l  n e a r  the b u n g  h o l e ,  m o i s t u r e  can be p u l l e d  rig.it 

t h r o u g h  the t h r e a d s  on th e  b u n g  w i t h  t h e  e x p a n s i o n  and c o n t r a c t i o n  of the 

b a r r e l .  T h e r e  in thus n o  g u a r a n t e e  t hat u n c o n t a m i n a t e d ,  cle a n ,  d r y  fuel 

p u r c h a s e d  in a n e w  b a r r e l  w i l l  r e m a i n  so w h e n  it is st o r e d  i m p r o p e r l y .

T y p i c a l  s u p p l y  r o u t e s  of a v i a t i o n  f ue l  in r u r a l  A l a s k a  i n c l u d e  the

fo l l o w i n g :

A) D ir e c t  p u r c h a s e  by the c o n s u m e r  f r o m  a C h e v r o n - o w n e d  b u l k  

p l a n t - s u c h  as the bu l k  p l a n t s  l o c a t e d  at K o t z e b u e ,  N o m e  and 

Bethel.

B) P u r c h a s e  b y  a C h e v r o n  a v i a t i o n  fuel d e a l e r  from a C h e v r o n - o w n e d  

b u l k  p l a n t  and sa l e  b y  t h e  C h e v r o n  a v i a t i o n  fuel d e a l e r  to the 

c o n s u m e r .

C) P u r c h a s e  b y  a n y o n e  a c t i n g  as a " m i d d l e m a n "  f r o m  a C h e v r o n - o w n e d  

b u l k  p l a n t  or a C h e v r o n  a v i a t i o n  fuel d e a l e r  and s a l e  by the m i d d l e­

man  to the c o n s u m e r  or to a n o t h e r  m i d d l e m a n  - such an u l t i m a t e

s al e  by t h e  m i d d l e m a n  w o u l d  b e  of u n b r a n d e d  product.

C h e v r o n  has l e a r n e d  tha t  s o m e  of its d e a l e r s  and s o m e  " m i d d l e m e n "  w ho  b u y  

a v i a t i o n  fuel from C h e v r o n  h a v e  ( w h i l e  not b e  u n d e r  a n y  o b l i g a t i o n  to do so) 

a d o p t e d  C h e v r o n ' s  p o l i c y  of d e c l i n i n g  to d e l i v e r  a v i a t i o n  fuel in use d  d r u m s 

s u p p l i e d  by the cus t o m e r .

A r e c e n t  e x a m p l e  m a y  h e l p  to i l l u s t r a t e  the c o m p l e x  s u p p l y  r o u t e s  and 

t h e  impact on rural r e s i d e n t s .
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R e p r e s e n t a t i v e  H u r l b e r t  l i v e s  in S l e e t m u t e  w h i c h  is a b o u t  200 m i l e s  

up the K u s k o k w i m  R i v e r  f r o m  Bethttl. T h e  s o u r c e  of p e t r o l e u m  p r o d u c t s  i n c l u d i n g  

a v i a t i o n  g a s o li n e ,  for t h i s  r i v e r  s y s t e m  is C h e v r o n ' s  b u l k  p l a n t  in Bethel.

A v g a s  can be p u r c h a s e d  f r o m  C h e v r o n  P O B  B e t h e l  in n e w  d r u m s  or  5 g a l l o n  pails 

or in b u l k  q u a n t i t i e s  d e l i v e r e d  to a c u s t o m e r ' s  b a r g e  or t a n k  truck. T h e r e  ar e  

two b a r g e  c o m p a n i e s  c u r r e n t l y  s e r v i n g  the r i v e r  c o m m u n i t i e s .

S o m e t i m e  la s t  fall  R e p r e s e n t a t i v e  H u r l b e r t  a p p a r e n t l y  had h a u l e d  a 

n u m b e r  of used d r u m s  d o w n  the r i v e r  e x p e c t i n g  to h a v e  the b a r g e  o p e r a t o r  

fill them d i r e c t l y  f r o m  s t o r a g e  t anks or the ba r g e .  T h e  b a r g e  o p e r a t o r  w a s  not

a C h e v ro n  a v i a t i o n  f u e l  d e a l e r  but  h a d  p u r c h a s e d  a v i a t i o n  ga s  in b u l k  f r o m

C h e v r o n  at B e t h e l .  T h e  b a r g e  o p e r a t o r ,  as an i n d e p e n d e n t  b u s i n e s s m a n ,  a p p a r e n t l y  

a d o p t e d  C h e v r o n ' s  p o l i c y  r e g a r d i n g  used d r u m s  an d  r e f u s e d  to f i l l  them. 

R e p r e s e n t a t i v e  H u r l b e r t  had to w a i t  u n t i l  b u l k  p r o d u c t  w a s  p u m p e d  a s h o r e  into 

an o t h e r  c u stomers' t a n k  t hen m o v e  his b a r r e l s  to that l o c a t i o n  for Tilling.

4. A l t e r n a t e  M a r k e t i n g  O p t i o n s

It s h o u l d  a l s o  be n o t e d  that C h e v r o n  has i m p l e m e n t e d  a n e w  [.rpgram in 

the l o w e r  48 s t a t e s  c o n c e r n i n g  the s a l e  and d i s t r i b u t i o n  of a v i a t i o n  fuels.

T h i s  p r o g r a m  c o u l d  p r o v e  d e l e t e r i o u s  to the fl o w  of A l a s k a  c o m m e r c e  if i m p l e m e n t e d  

in this state.

In the l o w e r  48 s t a t e s ,  C h e v r o n  w i l l  d e l i v e r  a v i a t i o n  fuel o n l y  in 

10 ,000- g a l l o n  d e l i v e r i e s  and o n l y  to its own a i r p o r t  d e a l e r s  tha t  m e e t  its 

qu a l i t y  s p e c i f i c a t i o n s .  A l l  o t h e r  w h o l e s a l e  p u r c h a s e r s  m u s t  t a k e  d e l i v e r y  of 

su c h  fuels in m i n i m u m  1 0 , 0 0 0 - g a l l o n  a l l o t m e n t s  at a C h e v r o n  b u l k  plant w h e n  

C h e v r o n  has c e r t i f i e d  t h a t  the c a r r y i n g  v e h i c l e  is a p p r o p r i a t e  for the t ra n s p o r t  

of a v i at i o n  fuels.
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5. H o u s e  B il l  No. 509

H o u s e  Bill 509 as o r i g i n a l l y  i n t r o d u c e d  p r o t e c t s  o n l y  a v i a t i o n  fue l  

r e f i n e r s  from u n r e a s o n a b l e  a s s e r t i o n s  of l i a b i l i t y .  As i n d i c a t e d  a b o v e ,  n u m e r o u s  

and p r o b a b l y  the m a j o r i t y  of s a l e s  of a v i a t i o n  fuel in A l a s k a  a r e  m a d e  b y  

i n d e p e n d e n t  b u s i n e s s e s  t h a t  a r e  no t  o w n e d  or  c o n t r o l l e d  b y  C h e v r o n .  P e r h a p s  

c o n s i d e r a t i o n  should b e  g i v e n  to;

a) e x p e n d i n g  th e  p r o t e c t i o n  of the b i l l  to i n c l u d e  w i t h i n  its 

p r o t e c t i o n  all s e l l e r s  of a v i a t i o n  fuel to the u l t i m a t e  

c o n s u m e r s ,  and

b) r e s t r i c t i n g  t h e  b i l l ' s  a p p l i c a b i l i t y  to sales of l e s s  t h a n  a 

g i v e n  a m o u n t ,  s u c h  as 10 , 0 0 0  ga l l o n s .



M r .  J a m e s  H o w a r d  

C h e v r o n  I n t e r n a t i o n a l  

P . O .  3 o x  1 5 8 0  

A n c h o r a g e ,  A K  9 9 5 1 0

D e a r  M r .  H o w a r d :

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

i t s  a t t e n d a n t  t r a n s p o r t a t i o n  c h a n g e s ,  o n e  s u p p l i e r  o f  a v i a t i o  

g a s o l i n e  h a s  s i g n i f i c a n t l y  c u t  b a c k  i t s  s a l e s  o f  t h i s  p r o d u c t  

i n  A l a s k a .  I h a v e  b e e n  m a d e  a w a r e  t h a t  t h i s  a c t i o n  h a s  

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

o f  t h e  s t a t e .  A s  y o u  a l s o  k n o w ,  a v g a s  p l a y s  a lar ge, , m o r e  

v i t a l  r o l e  i n  t h e  l i f e  a n d  c o m m e r c e  o f  A l a s k a  t h a n  in  a n y  o f  

t h e  s m a l l e r  s t a t e s ,  o r  p e r h a p s  t h e  w o r l d .  T h e r e f o r e ,  s u p p l y  

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

I a m  a w a r e  t h a t  y o u  h a v e  a l r e a d y  p r o v i d e d  a s s i s t a n c e  to s o m e  

a i r c r a f t  o p e r a t o r s  e x p e r i e n c i n g  s u p p l y  p r o b l e m s .  Y o u r  

e f f o r t s  to d a t e  a r e  a p p r e c i a t e d , . I c a n  o n l y  a s k  t h a t  y o u  

c o n t i n u e  to  d o  w h a t e v e r  e l s e  y o u  c a n  t o  a s s i s t  t h o s e  o c h e r  

o p e r a t o r s  w h o  a r e  s t i l l  w i t h o u t  a n  a v g a s  s u p p l i e r .

P l e a s e  c o n t a c t  t h e  D i v i s i o n  o f  E n e r g y  a n d  P o w e r  D e v e l o p m e n t  

i f  y o u  h a v e  q u e s t i o n s  o r  i f  t h e  S t a t e  o f  A l a s k a  c a n  a s s i s t  

y o u  i n  t h i s  m a t t e r .

n

S . . c e r e l y

c c :  J e s s i e  D o d s o n

C l a r i s s a  Q u i n l a n
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7  f u e l  l i n k e d  t o  a i r  c r a s h
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a ie r a n d 'rust con- 
he fuel system  of 
a t M errill r i d d  h as 
.e fiery crash  that 
in O ctober 1979. 
art on the accident, 
.asportation  Safety 
con tam inated  fuel 
underground fuel 

It also said th .* air- 
• w as con tam inated

rrnak  Airways and 
;ers w ere killed in 
Cessna 207 which 
.n g ar shortly a f te r 
ed a blaze* which .

,-iUg3po^c,.,;he
Ion

: linEergrtaiMJ'Jw

• YX-* -* • ’ • '- • *t

he crauti said the 
o the north, then 
t tu rn  and lost alti- 
sm ashed  into the 
of a hangar near 

ie, exploded and 
; to he hangar.

>h w ere pilot Wil- 
tchorage and pas- 
Stz.ndifer Sr.; his 
iu, and h er daugh- 
f T vonek.

d in ed  to specify the term s.
Bud's A ircraft is no longer a p a r t  

of the sui;,
been added z£a  d e fe n d a n t Cam c^pt 
said thec>ar.3 '.5et

- — S r 2  x e t v i r l r i , " -  > , .  u u _____________

-fit

r t w a c

A ircraft, the suit says, 
was "grossly  negligent," and showed 
"w anton d isregard  for p roper de­
sign. m anufactu re , w arning and in­
struction for u se "  of the fuel system  
on the model 207 a irc ra ft.

The suit also says the plane 
c rashed  as "a  d irec t and p ’wximate 
resu lt"  of C essna’s "defec tive de-

ivUy:.ci&/

f i i e !  . .
(Continued from page A-l) * 

are being u .ed now that w ere used at 
I he tim e ol the crash .

bach  a ir  taxi operato r is respon­
sible for m aintaining its sto rage 
tanks. No local, s ta te  o r federal 
regulations cu rren tly  are  in effect to 
govern fuel sto rage or tank m ain te­
nance,*

Merrill Field M anager Joe Fouts 
said tie  m unicipality, which oper­
ates tie  field, leases land to the v a ri­
ous air taxi se rv ices for th e ir o pe ra­
tions.* He sau) about 20 leaseholders 
have Iheir own underground fuel 
tanks. | „ -■

Joe Swanson, head of the s ta te 's  
Jivisioi of weights nnd m easu res, 
.aid a bill had been [vending in the 
-eg isljture to give his agency  juris- 
lirtionover fuel tank m aintenance. 

"B it the bill d idn 't go an y w h ere ,"

;‘Spent! k;7.V-
.  _ bylujtjilW .hf
3 vcH’ f c -Irten -

pe* ding, but 
T.ey for Stan- 
wisrsfOTrrSs
•‘•rrafc..*k F

sign, m anufactu re , warning and in- 
slructions for u se"  of the c ra ft 's  fuel 
and related  system s.

HoS’hase:: b e in g ,iw ^ r,vM C O ^ « to

Ceor** .pem ak, ow ner of Sper­
nak A ir s, said he hadn’t seen the 
transpor.M ion board’s report and de­
clined com m ent on it. When 5 por­
tion of report w as read  to him Mon­
day, Spernak said, "W e've been here 
since 16b5 and we haven 't heard  
those repo rts.”

Spernak A irw ays has two under­
ground fuel tanks which a rc  supplied 
by Union Oil, Spernak raid, adding 
" th ey  a re  checked for w ater by 
Union Oil each tim e and we w atch 
their p rocedures."

Spernak said the sam e fuel tanks 
. (See FUEL, page A*3) ____

Swanson said.
The federal board said it recog­

nized the nilot is responsible for 
m aking sure that an airp lane has un­
con tam inated  fuel.

Pilots norm ally check for w ater 
or p an ic le s  during  preflight inspec­
tion, the repo n  said, and contam ina­
tion can be d e tec ted  because w ater 
or partic les se ttle  to the bolt bin of 
the tank.

"H ow ever, when fuel con­
tam inated  by w a te r is added to an 
u nco n ta rr ' ated  tank, considerable 
tim e is needed for the w a te r to com ­
p letely  se ttle  to the bottom  of the 
tan k ,"  the repo n  said. "T his crea te s 
the opportunity for contam inated  
fuel to go u nde tec ted ."

The repo n  goes on :** list several 
o ther instances which m ay prevent 
im m edia te  detection of con­

tam inated  fuel and concludes, th: 
while the pilot, “ although respons 
ble, is p resented  with situations- 
which w ater detection  is d ifficu lt.”
‘ The board recom m ended that if 
Federal Aviation Adtninistraiic 
adopt three specific regulatioi 
which would:

F-O b_:7 r. yry:; JI if, ;ratuo,^gy clfict 
t i o rxl^ <J ies i e ijj  irWr. enia fc
a v lavfbjsf d il»si pi x •riv.v.'ii't fis p_t- n s i n 
syst i.-TT.-.y if'T w hlt 
a ^ £ :r=!~
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r u n n i n g  out of gas
»•

by P a iti E p le r
TJrr.cs S.'rJ:rr

Two M errill F ield  (businessm en 
say they will e ith e r  h av e  to close 
th e ir doors o r ra ise  th e ir  p rices be­
cause T exaco  Inc. a s  decided  to cut 
back  its  sa le  o f av ia tion  gas in 
Alaska.

G ene B ender of P ip er Sales 
Alaska and  Ken T rip le tt of Alyeska 
Air Service say  they  h ave  now here 
to turn  for w holesale gas . The m en 
said n e ith er of the two o th e r sup­
pliers of av ia tion  g as  in A laska, 
Chevron USA Inc. and Union Oil Co. 
of California, a r e  accep tin g  new cus­
tom ers.

The o the r co m pan ies a r e  not tak ­
ing new cu s to m ers  until they see 
what happens to two bills b efo re  the 
s'.’ te  L eg is la tu re  that would lim it 
the la b il i ty  of oil com panies in the 
sale o>' gas. .

B ender and T rip le tt a re  the only"

(Continued from  page A -l)
GOO pilots p e r  m onth  gas a t his 
pum ps.

Now, he ray s , h e 's  not selling any 
fuel lo anybody. W hat he has left in 
his s to rag e  tan k s  he m ust keep  for 
his own a irc ra f t.

T rip le tt, who runs a c h a r te r  busi­
ness, said  he also  has cu t off his 15 
regu lar cu s to m ers  in o rd e r to pro­
tect his o wn supply.

He will be fo rced  to buy gas from  
com petito rs a t the  going, public ra te . 
That, he said , will force him  to ra ise  
his c h a r te r  p rices betw een  13 and  510 
per hour, n fa c to r  he believes will un­
fairly p rice  hirn out of the m ark e t.

" I t 's  a a  u n fa ir  ad v an tag e ,”  he 
said. " I 'v e  got too m uch invested 
here  to go out of business, I'll ju s t

■rT y

two cu t off by T exaco  in A nchorage. 
The third and la rg est T exaco  re ­
ta ile r, A ir A ssociates a t  A nchorage 
In ternational A irport, will still have 
fuel, a Texaco spokesm an  said.

"Hie spokesm an said  T exaco  has 
not done m uch business in A laska in 
the past and has decided  to cut back  
on the aviation gas business h e re  be­
cause  it’s just not w orth  th e ir  trou­
ble.

P ip er Sales. .Alyeska A ir Service 
and Air A ssociates a r e  the only Tex­
aco re ta ile rs  in A nchorage.

In th ree  w eeks, said  B ender, " I 'll  
have to close my doors. I t’s e ith e r 
that o r get som e aw ful pow erful rub­
b er bands and som e big ap es  to wind 
them  up.”

L ender said his business consists 
of a irc ra f t sa les and  se rv ice , ren ta l 
of p lanes and studen t instruction .

Additionally, he sa id , m ore than 
(See A IR C R A FT, p age  A-3)

have to m ake ends m e e t."
T rip lett said C hevron a n f  Union 

a re  not taking new cu s to m ers  be­
cause they don 't w ant to  add to their 
liabilities. He is hoping the two bills 
lirn k rig  oil com pan ies ' liability wili 
pass this y ea r.

The problem  now, he raid, is that 
s ta te  law  m akes the oil com panies 
responsible for th e ir fuel even a f te r  
they have sold it to som eone else.

T he bills would stop the liability 
of the oil com panies once they have 
sold their g as to a re ta ile r  and the re ­
ta ile r  pu ts it in his own tanks, Tri- ' 
p lctt raid.

"B u t,"  he said , “ even if those a re  
p isse d , th e re 's  no g u a ran te e  they 'll 
tak e  Alyeska Air Serv ice a s  a cus­
to m e r."



ISSU E D :  F e b r u a r y  6, 1 931

F o r w a r d e d  to:

Mr. C h a r l e s  E. Wei t. boner  
A c t in g  A d m in i s t r a to r  
F e d e r a l  A v ia t ion  A d m in i s t r a t i o n  
Washing ton,  D.C.  20591

On O c t o b e r  3, 1979,  a C e s sn a  207A, N6424H, c r a s h ed  into a hangar  a t  Merr i l l  
F ie ld ,  A nchorage ,  Alaska,  m o m e n t s  a f t e r  l i f t - o f f  f rom run w ay  33. All four o c c u p a n t s  
w er e  kil led,  and the p o s t c r a s h  f i r e  d e s t r o y e d  th e  hangar .

I nves t iga t ion  of  t h e  a c c i d e n t  r e v e a l e d  t h a t :  t h e  fuel sys tem  snowed e v i d e n c e  of 
e x t e n s iv e  w a t e r  and r u s t  c o n t a m i n a t i o n ;  th e  unde rg round  fuel  lank  a t  Merr i l l  Field  
w h e re  th e  a i r c r a f t  was l a s t  fue l ed  c o n t a in e d  a la rg e  q u a n t i t y  of  w a t e r  and rus t ;  t h e  
unde rg round  fuel tank 's  f i l t r a t i o n  s y s t e m  v.as heavi ly  c o n t a m in a t e d ;  and an i n c o r r e c t  
fuel  sy s tem  di spens ing  f i l t e r ,  i n t e n d e d  for  use  with  diesel  fuel,  had been  ins ta l l ed .

In 1978, the  N a t iona l  T r a n s p o r t a t i o n  S a f e t y  Bourd in v e s t ig a t e d  17 g e n e r a l  a v ia t ion  
a c c i d e n t s  involving fuel c o n t a m i n a t i o n  "exc lus ive"  of  w a t e r  as a cau se  or f a c t o r ,  and  66 
g e n e r a l  av ia t ion  a c c i d e n t s  i n v o lv i n g 'w a t e r  "in" the fuel  as a cause  or f a c t o r .  In March  
1983,  t h e  S a f e ty  Board 's A n ch o rag e  f ie ld  o f f i c e  mai led  a q u e s t io n n a i r e  to all  known 
c o m m e r c i a l / a i r  tax i  o p e rn to r s  in the S t a t e  of  Alaska .  Of the o p e ra to r s  who rep l ied ,  
4 p e r c e n t  did no t  know w h a t  type  of  f i l t r a t i o n  a s sem bl i e s  and f i l t e r s  t h e y  used,  
4 p e r c e n t  p e r f o r m e d  no in sp e c t i o n s  to d e t e r m i n e  when the dispens ing f i l t e r s  should be 
changed ,  30 p e r c e n t  i n s p e c t e d  th e  d ispens ing f i l t e r  dai ly ,  and  20 p e r c e n t  i n s p e c t e d  th e  
d ispens ing f i l t e r  " a t  l e a s t  ye a r ly . "  The  r e m a i n i n g  o p e r a to r s  i n s o e c te d  a t  i n t e r v a l s  
r ang ing  from "once e v e r y  3 days" t o  "onc e  e v e r y  3 yea rs ."

The S a f e t y  Board  r e c o g n i z e s  t h a t  th e  pi lot  is r esponsible  for  a ssu r ing  t h a t  a 
g e n e r a l  av ia t ion  a i r c r a f t  has u n e o n t a m i n a t e d  fuel .  Pi lo ts  of  g e n e r a l  av i a t io n  a i r c r a f t  
p ro oedu ra l ly  dra in  a sm a l l  a m o u n t  of  fuel f r om  the  tanks  and the  fuel  s t r a i n e r  and 
ch e ck  for  th e  p r e s e n c e  of  w a t e r  and  p a r t i c u l a t e  m a t i e r .  If a p a r t i a l l y  f i l l ed  t an k  cools ,  
con d en s a t io n  re su l t s  and s e t t l e s  to the b o t t o m  of  :he tank.  This  is d e t e c t a b l e  using  
n o rm a l  p r e f l ig h t  p ro ce d u re s .
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H o w eve r ,  when  fuel c o n t a m i n a t e d  by w a U i  is added  to an u n c c n t a m i n a t e d  t ank ,  
c o n s id e r a b l e  t i m e  is n ee d e d  for t h e  w a t e r  to  c o m p l e t e l y  s e t t l e  to  t h e  b o t t o m  of  th e  tank .  
This  c r e a t e s  th e  o p po r tu n i ty  for  c o n t a m i n a t e d  fue l  to go u n d e t e c t e d .  Also,  th e  
u n c o n t a m i n a t e d  fue l  in t h e  l ines  and  f i t t i n g s  m u s t  f i r s t  be  d r a in e d  to d e t e c t  t h e  w a t e r -  
c o n t a m i n a t e d  fueL On so m e  a i r c r a f t ,  m o r e  th a n  a  q u a r t  o f  fue l  mus t  be  d ra ined  b e l o r e  
any w a t e r  app ea rs .  Most t i e d o w n  a r e a s  w h e r e  p r e f l ig h t s  c h e c k s  a r e  p e r f o r m e d  be long  to  

‘ f l i g h t  schools  or  f i x ed -b as e  o p e r a to r s ,  m o s t  o f  whom do no t  e n c o u r a g e  pi lots to  d ra in  a  
'  q u a r t  of fue l  on the a sp h a l t  b e c a u s e  a i r c r a f t  fuel  t en ds  t o  disso lve  this  p a r t i c u l a r  s u r f a c e .

T h e  pi lo t  then,  a l t houg h  resp onsib le ,  is p r e s e n t e d  wi th  s i t u a t io n s  in which w a t e r  d e t e c t i o n  
" is d i f f i c u l t .  • ' f; '

While the Doard be l ieves  t h a t  p i lo t s  mus t  c o n d u c t  an a d e q u a t e  p re f l ig h t  c he c k ,  we 
a r e  c o n c e r n e d  t h a t  this is no t  a t o t a l  so lu t io n  t o  th e  p ro b le m  of fue l  c o n t a m in a t i o n .  In 
ad d i t io n  io th e  c u r r e n t  pi lo t  re spons ib i l i t y ,  th e  Board  b e l i e y e s  t h a t  o th e r  m e a s u r e s  should 
be t a k e n  to  insure  aga in s t  c o n t a m i n a t i o n .  Fo r  e xa m ple ,  fuel  d i s p en s in g . sy s t e m s  c o u ld . b e  

R e q u i r e d  to be  equipped wi th  f i l t e r / s e p a r a t o r  un i ts  which r e sp ond  to the p r e s e n c e  o f  f r e e  
w a t e r  by s h u t t i n g  down.  . . '■

The Board is aw a re  t h a t  14 C F R .  139 p r e s c r i b e s  ru le s  gove rn in g  the  c e r t i f i c a t i o n  of  
land a i r p o r t s  se rv ing  a ir  c a r r i e r s  t h a t  ho ld c e r t i f i c a t e s  o f  publ ic  c o n v en ie n ce  and 
n e c e s s i ty  issued  by the Civi l  A e r o n a u t i c s  ’ Board.  P a r t  139.51 s t a t e s  t h a t  " . . .  t h e  
a p p l i c a n t  for  an a i rp o r t  c e r t i f i c a t e  m u s t  show t h a t  it  (or i ts  t en an t ) ,  as  the  fuel ing  a g e n t ,  
has  8; s u f f i c i e n t  nu m be r  o f  t r a i n e d  p e r s o n n e l  and p r o c e d u re s  for  sa fe ly  s to r ing ,  dispensing,  
and o t h e r w i s e  handl ing fuel ,  l u b r i c a n t s ,  and  oxygen  on the  a i r p o r t  (o ther  than  a r t i c l e s  and 
m a t e r i a l s  t h a t  a r e ,  or a r e  i n t e n d e d  to be,  a i r c r a f t  cargo) .  . . ." This is the  only ru le  t h a t  
a dd res ses  th e  s u b je c t  of  s to r in g  and  d i spens ing  av i a t io n  fuel ,  and in add i t ion ,  app l ie s  solely  
t o  a i r  c a r r i e r  a i rp o r t s .  In the Board 's  opinion, 14 C F R  139 is i n a d eq u a te  even  for  those  
a i r p o r t s  i t  c o v e r s  b e c au se  i t  does  no t  a d d re s s  fue l  c o n t a m i n a t i o n .  Our a c c i d e n t  s t a t i s t i c s  
do n e t  i n d i c a t e  t h a t  fuel  c o n t a m i n a t i o n  has b e e n  a p ro b lem  to a i r  c a r r i e r  a i r c r a f t .  
However ,  i n f o r m a l  c o m m u n ic a t i o n  w i th  th e  FA A ind ica t e s  t h a t  c o n t r o l  of  c o n t a m i n a t i o n  
is c o n s id e r e d  du ring a i rp o r t  c e r t i f i c a t i o n  via a r a t h e r  b r o a d  i n t e r p r e t a t i o n  of  14 C F R  

. 139.51.  T h e  Board be l ieves  tha t  t h e  p r o b l e m  of  fue l  c o n t a m i n a t i o n  should be  sp e c i f i c a l ly  
a d d r e s s e d  for  bo th  ai r c a r r i e r  and  g e n e r a l  a v i a t io n  a i rp o r t s .  In our ju d g m e n t ,  fuel  
c o n t a m i n a t i o n  should be spe c i f i ca l ly  a d d r e s s e d  for  all  s e g m e n t s  of  av ia t ion  r a t h e r  t h a n  
only t h a t  s e g m e n t  in which t h e r e  is an a p p a r e n t  c u r r e n t  p ro b le m .  It has b e e n  g en e ra l ly  
a c c e p t e d  t h a t  s t a n d a rd s  for  air c a r r i e r  o p e r a t i o n s  mus t  be  as  s t r i n g e n t  as th e y  a r e  fo r  
g e n e r a l  av i a t io n .  We be l i eve  t h a t  th e  r e g u l a t i o n s  should r e f l e c t  this con s i s te nc y .

T h e r e f o r e ,  th e  N a t io na l  T r a n s p o r t a t i o n  S a f e ty  Board r e c o m m e n d s  t h a t  t h e  F e d e r a l  
A v ia t ion  A d m in i s t r a t ion :

Expand  14 C F R  139 to inc lude  m in im um  sp e c i f i c a t i o n s  and design 
c r i t e r i a '  for  th e  i n s t a l l a t io n ,  m a i n t e n a n c e ,  and  in spec t i on  of  
a v i a t io n  fuel  s t o r a g e  and d ispens ing  s y s t e m s  a t  a i rp o r t s  
c e r t i f i c a t e d  unde r  14 C F R  139. (C lass  II, P r io r i ty  Act ion)  (A-81-9 )

T a k e  n e c e s sa ry  a c t i o n  to  e s t ab l i s h  min im um  sp e c i f i c a t i o n s  and 
design c r i t e r i a  for av i a t io n  fuel  s t o r a g e  and di spens ing  sy s t e m s  a t  
p ub l ic -u se  a i r p o r t s  n o t  c e r t i f i e d  unde r  14 C F R  139. In add i t ion  to 
t h e  equ ip m e n t  i t se l f ,  such  c r i t e r i a  should add ress  the i r  i n s ta l l a t ion ,  
o p e ra t io n ,  m a i n t e n a n c e ,  and  in spec t ion .  (Class  II, P r i o r i tv  Act ion)
(A - 8 1 -1 0 )



When s p e c i f i c a t i o n s  and c r i t e r i a  a r e  e s t a b l i s h e d  for  a v i a t io n  fue l  
s t o r a g e  -md d ispens in g  s y s t e m s  a t  p u b l i c -u se  a i r p o t t s  a r e  n o t  
c e r t i f i e d  u n d e r  14 C F R  139, e s t ab l i sh  and i m p l e m e n t  p r o c e d u r e s  to 

' ve r i fy  c o m p l i a n c e .  (C la ss  II, P r io r i ty  Act ion)  ( A - 8 1 - 1 1 )

KING, C h a i rm a n ,  DRIVER,  Vice C h a i r m a n ,  McADAMS, GOLDMAN and BURSLEY, 
Members ,  co n c u r r e d  in th e s e  r e c o m m e n d a t i o n s .

v
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G o o d  M o r n i n g .  M y  n a m e  is G e o r g e  D a y ,  I a m  t h e  P u b l i c  
A f f a i r s  M a n a g e r  f o r  C h e v r o n  U . S . A .  I n c .  i n  A n c h o r a g e .  C h e v r o n

m a r k e t s  a c o m p l e t e  l i n e  o f  p e t r o l e u m  p r o d u c t s  t h r o u g h o u t  A l a s k a

a n d  is t h e  l a r g e s t  m a r k e t e r  o f  a v i a t i o n  f u e l s  i n  t h e  s t a t e .  In

1 9 8 3 ,  C h e v r o n  s o l d  a t o t a l  o f  160 m i l l i o n  g a l l o n s  o f  a v i a t i o n

f u e l  i n  A l a s k a .  J e t  f u e l  s a l e s  a c c o u n t e d  fo r  1 4 7  mill, on

g a l l o n s ,  a n d  o n l y  13 m i l l i o n  g a l l o n s  o f  a v i a t i o n  g a s  w e r e  s o l d .

F o r  t h i s  r e a s o n ,  C h e v r o n  is v i t a l l y  i n t e r e s t e d  i n t h e  p a s s a g e  o f

H B  5 0 9 .

C h e v r o n  h a s  d e v e l o p e d  a n  e x t e n s i v e  d i s t r i b u t i o n  s y s t e m  

f o r  s u p p l y i n g  a v i a t i o n  f u e l s  t h r o u g h o u t  t h e  S t a t e  o f  A l a s k a .  

C h e v r o n  r e c o g n i z e s  t h a t  i t s  p r i m a r y  r e s p o n s i b i l i t y  is t o  d e l i v e r  

u n c o n t a m i n a t e d  f u e l  t o  t h e  n e x t  p e r s o n  i n  t h e  d i s t r i b u t i o n  c h a i n .  

Q u a l i t y  c o n t r o l  is a n  o n g o i n g  p r o c e s s  t h a t  r e q u i r e s  c o n s t a n t  

s u p e r v i s i o n  a n d  t h e  e x p e n d i t u r e  of m u c h  t i m e  a n d  m o n e y .  

N e v e r t h e l e s s ,  i n s p e c t i o n  o f  t h e  f u e l s  f o r  c o n t a m i n a n t s  a n d  f o r  

w a t e r  is r e l a t i v e l y  e a s y .  I n  o r d e r  t o  d e m o n s t r a t e  t h i s ,  w e  h a v e  

b r o u g h t  s a m p l e s  o f  jet f u e l ,  A v g a s  80, a n d  A v g a s  100.

[ D e m o n s t r a t e  i n s p e c t i o n  p r o c e s s ]

A  d e s c r i p t i o n  o f  o u r  d i s t r i b u t i o n  p r o c e s s  t o  t h e  u r b a n  

a r e a s  a n d  t o  t h e  b u s h  a r e a s  o f  A l a s k a  s h o u l d  h e l p  t h e  c o m m i t t e e  

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

a v i a t i o n  f u e l  r e f i n e r .



T e s t i m o n y  o £  G e o r g e  D a y  
F e b r u a r y  2, 1 9 8 4  
P a g e  2

L D e s c r i b e  A n c h o r a g e  p r o c e s s ]

[ D e s c r i b e  B e t h e l  p r o c e s s ]

T h e  d e v e l o p m e n t  o f  t h e  t h e o r y  o f  s t r i c t  l i a b i l i t y  in  

p r o d u c t s  l i a b i l i t y  c a s e s  h a s  g r e a t l y  e x p a n d e d  t h e  l i a b i l i t y  

e x p o s u r e  o f  a n  a v i a t i o n  f u e l  r e f i n e r  t o  f u e l  l i a b i l i t y .  A s  y o u  

m a y  k n o w ,  t h e  p l a i n t i f f  i n  a s t r i c t  l i a b i l i t y  l a w s u i t  n e e d  o n l y  

d e m o n s t r a t e  c h a t  h e  w a s  s o l d  a " d e f e c t i v e  p r o d u c t "  b y  t h e  

d e f e n d a n t  w h i c h  c a u s e d  d a m a g e  t o  t h e  p l a i n t i f f .  T h e  p l a i n t i f f  is 

not  r e q u i r e d  t o  d e m o n s t r a t e  t h a t  t h e  d e f e n d a n t ' s  c o n d u c t  in 

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

T h e  e s s e n t i a x  d i s t i n c t i o n  b e t w e e n  a v i a t i o n  f u e l  a n d  

o t h e r  p r o d u c t s  f o r  w h i c h  s t r i c t  l i a b i l i t y  is i m p o s e d  is t h a t  m o s t  

o t h e r  p r o d u c t s  s u c h  a s  a u t o m o b i l e s  or f u r n i t u r e  o r  e v e n  a i r p l a n e s  

a r e  s t a t i c  i n t h e i r  q u a l i t y  o n c e  t h e y  h a v e  b e e n  m a n u f a c t u r e d .  

G e n e r a l l y  s p e a k i n g ,  b a r r i n g  u n f o r e s e e n  e v e n t s ,  o t h e r  p r o d u c t s  

r e m a i n  i n  t h e  s a m e  f o r m  a s  t h e y  w e r e  i m m e d i a t e l y  a f t e r  t h e i r  

m a n u f a c t u r e .  H o w e v e r ,  t h e  q u a l i t y  of a v i a t i o n  f u e l  is a l w a y s  

s u b j e c t  t o  i n c r e m e n t a l  c h a n g e  d e p e n d i n g  o n  t h e  q u a l i t y  o f  t h e  

h a n d l i n g  t h e r e o f .

At e a c h  s t a g e  o f  t h e  d i s t r i b u t i o n  p r o c e s s ,  

c o n t a m i n a t i o n  is a d i s t i n c t  p o s s i b i l i t y  t h a t  m u s t  c a r e f u l l y  be 

g u a r d e d  a g a i n s t .  F u e l  t h a t  is c l e a n  a n d  d r y  g o i n g  i n t o  a s t o r a g e  

t a n k  c a n  c o m e  o u t  w e t ,  d i r t y ,  a n d / o r  c o n t a m i n a t e d  d e p e n d i n g  on  

t h e  q u a l i t y  jf t h e  s t o r a g e  t h e  m e t h o d  o f  h a n d l i n g .  O n c e  a



r e f i n e r  h a s  p l a c e d  a v i a t i o n  f u e l  i n  t h e  s t o r a g e  t a n k s  of  a n o t h e r  

p e r s o n  not  u n d e r  t h e  r e f i n e r ' s  c o n t r o l ,  w e  b e l i e v e  t h a t  it is 

u n f a i r  t o  h o l d  t h e  r e f i n e r  l i a b l e  f o r  t h e  c o n t i n u e d  q u a l i t y  a n d  

i n t e g r i t y  o f  t h a t  fuei:

N e v e r t h e l e s s ,  ^e m o s t  r e f i n e r s  a r e  l a r g e

c o m p a n i e s ,  p l a i n t i f f s '  " -eys t e n d  t o  j o i n  t h e m  i n  a c t i o n s

e v e n  w h e r e  l i a b i l i t y  m a y  b e  u n l i k e l y .  R e f i n e r s  m a y  at  t i m e s  f i n d  

it m o r e  e c o n o m i c a l  t o  s e t t l e  t h e  c a s e  t h a n  s p e n d  t h o u s a n d s  in 

d e f e n s e ,  e v e n  w h e n  t h e y  b e l i e v e  t h e r e  is n o  l i a b i l i t y .  I n  

r e s p o n s e  t o  t h i s  i n c r e a s e d  e x p o s u r e  t o  l i a b i l i t y ,  c o m p a n i e s  h a v e  

q u i e t l y  w i t h d r a w n  f r o m  t h e  a v i a t i o n  f u e l  m a r k e t  in A l a s k a .

T e x a c o  d i d  so i n  1 9 8 0 ,  a n d  U n i o n  O i l  C o m p a n y  h a s  p u l l e d  o u t  o f  

t h e  a v i a t i o n  f u e l  m a r k e t  in S o u t h e a s t  A l a s k a .

B a r r e l s  p o s e  a p a r t i c u l a r  d i l e m m a  f o r  t h e  r e f i n e r .  

C h e v r o n  c o n t i n u e s  t o  m a r k e t  a v i a t i o n  f u e l s  in n e w  b a r r e l s  o n l y  i n  

A l a s k a ,  a n d  o n l y  f»-j a n  a c c o m m o d a t i o n  t o  t h e  u n i q u e  r e l i a n c e  t h e  

s t a t e  h a s  o n  g e n e r a l  a v i a t i o n  i n  r e m o t e  a r e a s  w h e r e  t h e  m o s t  

p r a c t i c a l  m e a n s  o f  s u p p l y  is b y  b a r r e l .  In  a l l  o t h e r  s t a t e s ,  

C h e v r o n  d o e s  no t s e l l  a v i a t i o n  f u e l  i n  a b a r r e l .

It is i m p o r t a n t  t o  r e a l i z e  t h a t  t h e r e  is n o  s u c h  t h i n g  

as a " s e a l e d  b a r r e l . "  A l l  b a r r e l s ,  w h e t h e r  n e w  o r  u s e d ,  ar e 

s u s c e p t i b l e  t o  m o i s t u r e  c o n t a m i n a t i o n  p a r t i c u l a r l y  w h e n  t h e y  a r e  

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

in A l a s k a .  D u r i n g  s u c h  f l u c t u a t i o n s ,  w h e n  m o i s t u r e  is p r e s e n t  o n

T e s t i m o n y  of  G e o r g e  Day
F e b r u a r y  2, 1984
P a g e  3



t h e  t o p  o f  t h e  b a r r e l  n e a r  t h e  b u n g h o l e /  m o i s t u r e  c a n  b e  p u l l e d  

r i g h t  t h r o u g h  t h e  t h r e a d s  o n  t h e  b u n g  w i t h  t h e  e x p a n s i o n  a n d  

c o n t r a c t i o n  o f  t h e  b a r r e l .  T h e r e  is t h u s  n o  g u a r a n t e e  t h a t  

u n c o n t a m i n a t e d /  c l e a n ,  d r y  f u e l  p u r c h a s e d  i n  a n e w  b a r r e l  w i l l  

r e m a i n  s o  w h e n  it is s t o r e d  i m p r o p e r l y .

O b v i o u s l y ,  u s e d  b a r r e l s  p o s e  a d d i t i o n a l  p r o b l e m s  b e y o n d  

s u b s e q u e n t  c o n t a m i n a t i o n .  N o  d e a l e r  h a s  t h e  f a c i l i t i e s  t o  

c o m p l e t e  a n  a c c u r a f  e i n s p e c t i o n  o f  b a r r e l s  p r i o r  t o  r e f i l l i n g  

t h e m .  F o r  t h e s e  r e a s o n s ,  C h e v r o n  d e c l i n e s  t o  r e f i l l  u s e d  b a r r e l s  

w i t h  a v i a t i o n  f u e l .

T h e s e  p r o b l e m s  c o m b i n e  t o  c r e a t e  s t r o n g  i n c e n t i v e  t o  

d i s c o n t i n u e  t h e  p r e s e n t  m a r k e t i n g  s y s t e m  i n  t h e  s t a t e .  F o r  

e x a m p l e ,  in t h e  l o w ^ r  48 s t a t e s ,  C h e v r o n  w i l l  d e l i v e r  a v i a t i o n  

f u e l  o n l y  in 1 0 , 0 0 0 - g a l l o n  d e l i v e r i e s  a n d  o n l y  t o  i t s  o w n  a i r p o r t  

d e a l e r s  w h o  m e e t  it s q u a l i t y  s p e c i f i c a t i o n s .  A l l  o t h e r  w h o l e s a l e  

p u r c h a s e r s  m u s t  t a k e  d e l i v e r y  o f  s u c h  f u e l s  in m i n i m u m  

1 0 , 0 0 0 - g a l l o n  a l l o t m e n t s  at a C h e v r o n  b u l k  p l a n t  a f t e r  C h e v r o n  

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

t r a n s p o r t  o f  a v i a t i o n  f u e l s .

It is i m p e r a t i v e  t h a t  t h e  S t a t e  of  A l a s k a  t a k e  

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

a l l o w  t h e  c o n t i n u e d  d i s t r i b u t i o n  of  a v i a t i o n  f u e l s  t o  a l l  a r e a s  

of t h e  s t a t e .

T e s t i m o n y  of G e o r g e  D a y
F e b r u a r y  2, 1984
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T h e  s o l e  p u r p o s e  o f  H B  509 is t o  c r e a t e  a f a i r  a n d  

r e a s o n a b l e  b u s i n e s s  c l i m a t e  f o r  a v i a t i o n  f u e l  r e f i n e r s  b y  

r e m o v i n g  u n r e a s o n a b l e  e x p o s u r e  t o  l i a b i l i t y .  T h i s  w i l l  g o  a l o n g  

w a y  t o w a r d  a s s u r i n g  a d e q u a t e  s u p p l i e s  t o  r e m o t e  g e o g r a p h i c a l  

l o c a t i o n s  a n d  t o  i n d i v i d u a l  c u s t o m e r s .

T h e  m e a n s  s e l e c t e d  t o  a c h i e v e  t h i s  o b j e c t i v e  slt•» 

c a r e f u l l y  t a i l o r e d  t o  m e e t  t h e  n e e d s  t h a t  h a v e  b e e n  s t a t e d .

U n d e r  H B  509, r e f i n e r s  a r e  s t i l l  s u b j e c t  t o  l i a b i l i t y  w h e n  t h e y  

p l a c e  f u e l  d i r e c t l y  i n t o  a i r c r a f t .  T h i s  is a s  it s h o u l d  be , 

s i n c e  t h e  r e f i n e r s  h a v e  t o t a l  c o n t r o l  o f  t h e  q u a l i t y  o f  t h e  

p r o d u c t  u p  t o  f i n a l  d e l i v e r y .

E x c e p t  fo r  g r o s s  n e g l i g e n c e ,  r e c k l e s s n e s s  or 

i n t e n t i o n a l  c o n d u c t ,  t h e  r e f i n e r  is no t l i a b l e  w h e r e  t h e  f u e l  is 

d e l i v e r e d  o t h e r  t h a n  d i r e c t l y  i n t o  a n  a i r c r a f t .  T h e  i m p o r t a n t  

p o i n t  t o  n o t e  h e r e  is t h a t  o n c e  t i t l e  a n d  p o s s e s s i o n  h a v e  p a s s e d  

f r o m  a r e f i n e r ,  t h e  r e f i n e r  n o  l o n g e r  h a s  c o n t r o l  o v e r  t h e  

i n t e g r i t y  o f  t h e  f u e l  a n d  s h o u l d  not h e  h e l d  l i a b l e  t h e r e f o r .

A v i a t i o n  f u e l  r e f i n e r s  w i l l  n o t  d i s m a n t l e  q u a l i t y  

c o n t r o l  p r o g r a m s  m e r e l y  b e c a u s e  o f  t h e  p a s s a g e  of t h i s  

l e g i s l a t i o n .  It s h o u l d  b e  a g a i n  e m p h a s i z e d  t h a t  r e f i n e r s  ar e  

s t i l l  f u l l y  e x p o s e d  t o  l i a b i l i t y  w h e r e  t h e y  f u e l  a i r p l a n e s  

d i r e c t l y .  T h u s ,  t h e  d i s m a n t l i n g  of  t h e  q u a l i t y  c o n t r o l  p r o g r a m  

w h i c h  r e s u l t s  in t h e  d e l i v e r y  o f  c o n t a m i n a t e d  f u e l  i n t o  a n  

a i r c r a f t  b y  a r e f i n e r  w o u l d  s t i l l  f u l l y  e x p o s e  t h e  r e f i n e r  t o  

l i a b i l i t y .



F u r t h e r m o r e ,  e v e n  w h e r e  t h e  d e l i v e r i e s  a r e  n o t  m a d e  

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

T h e  d i s m a n t l i n g  o f  a q u a l i t y  c o n t r o l  p r o g r a m ,  a n d  t h e  u s e  

t h e r e a f t e r  o f  l i t t l e  o r  n o  c a r e  i n  t h e  m a n u f a c t u r e  o f  a v i a t i o n  

f u e l ,  m a y  b e  h e l d  t o  b e  " g r o s s  n e g l i g e n c e "  u n d e r  t h e  b i l l .  T h u s ,  

t h e  r e f i n e r s '  l i a b i l i t y  w o u l d  b e  m a i n t a i n e d  i n  s u c h  s i t u a t i o n s .

H B  5 0 9  r e - e s t a b l i s h e s  t h e  b a l a n c e  t h a t  h a s  o f t e n  b e e n  

l o s t  i n  t h e  d e v e l o p m e n t  o f  p r o d u c t s  l i a b i l i t y  l a w .  E a c h  e n t i t y  

in t h e  d i s t r i b u t i o n  c h a i n  m u s t  t a k e  r e s p o n s i b i l i t y  f o r  i t s  

a c t i o n s  in h a n d l i n g  a v i a t i o n  f u e l ,  a n d  m u s t  b e  h e l d  r e s p o n s i b l e  

f o r  f a i l u r e  t o  d o  so p r o p e r l / .  A v i a t i o n  f u e l  r e f i n e r s  m u s t  

c o n t i n u e  t o  e n s u r e  q u a l i t y  coi.trol d u r i n g  t h e  m a n u f a c t u r e  a n d  

d i s t r i b u t i o n  o f  t h e  p r o d u c t .  W h o l e s a l e r s  a n d  r e t a i l e r s  m u s t  a l s o  

t a k e  a d e q u a t e  s t e p s  t o  e n s u r e  t h e  c o n t i n u e d  i n t e g r i t y  o f  t h e  

p r o d u c t  d u r i n g  t h e i r  p a r t  o f  t h e  d i s t r i b u t i o n  c h a i n .  F i n a l l y ,  

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

s a f e  m a n n e r  a n d  t e s t  f o r  q u a l i t y  b e f o r e  a n d  a f t e r  e a c h  t r a n s f e r .  

O n l y  b y  f o l l o w i n g  s u c h  p r o c e d u r e s  f o r  e a c h  f u e l  t r a n s f e r  c a n  t h e  

i n t e g r i t y  o f  t h e  a v i a t i o n  f u e l  b e  a s s u r e d .  It is f o r  p r e c i s e l y  

t h e s e  r e a s o n s  t h a t  C h e v r o n  u r g e s  t h e  a d o p t i o n  o f  H B  50 9 .

T e s t i m o n y  o f  G e o r g e  Day
F e b r u a r y  2, 1984
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B A C K G R O U N D  

H B  535

H o u s e  B i l l  5 3 5  is a s i n g l e  p u r p o s e  p i e c e  o f  l e g i s l a t i o n  

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

t h e i r  g r o u p  l i f e  i n s u r a n c e  a f t e r  a g e  65, T h e y  w o u l d  

b e  r e q u i r e d  to p a y  t h e  p r e m i u m s  o n  t h i s  c o v e r a g e .

H B  5 3 5  a r o s e  f r o m  c o m p l a i n t s  f r o m  a c o n s t i t u e n t i n  H o u s e  

D i s t r i c t  17 w h o  i s  a r e t i r e d  stcice e m p l o y e e .  A t  t h e  t i m e  

o f  h e r  r e t i r e m e n t ,  t h e  g r o u p  l i f e  i n s u r a n c e  p o l i c y  w i t h  

t h e  s t a t e  w a s  h e r  o n l y  l i f e  c o v e r a g e .  B y  t h e  t i m e  s h e  

w a s  i n f o r m e d  t h a t  s h e  w a s  n o  l o n g e r  c o v e r e d ,  h e r  a g e  m a d e  

i t  i m p o s s i b l e  to p u r c h a s e  l i f e  i n s u r a n c e  o n  t h e  o p e n  

m a r k e t  a t  a r e a s o n a b l e  r a t e .

C o s t  o f  f u n e r a l s  i n  s m a l l ,  i n t e r i o r  c o m m u n i t i e s  is v e r y  

h i g h .  T h i s  is p r i m a r i l y  d u e  to t h e  f a c t  t h a t  g r a v e s  

c a n n o t  b e  d u g  in t h e  w i n t e r ,  a n d  b o d i e s  m u s t  t h e r e f o r e  

e i t h e r  b e  c r e m a t e d  o r  h e l d  i n  c o l d  s t o r a g e  u n t i l  a f t e r  

b r e a k - u p .
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JUNEAU. ALASKA <50811 

<507-. i65-3600

LEGISLATIVE AFFAIRS AGENCY
H  E  M  0 R  A  N D  U  M  J a n u a r y  30, 1 9 8 4

S U B J E C T :  S e c t i o n a l  a n a l y s i s  o f  H B  5 3 5

TO: R e p r e s e n t a t i v e  J o h n  C o w d e r y
C h a i r m a n ,  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  E d w a r d  H. H e i n
L e g i s l a t i v e  C o u n s e l

U n d e r  A S  3 9 . 3 0 . 0 9 0  s t a t e  e m p l o y e e s  a n d  o t h e r s  w h o  p a r t i c i ­
p a t e  i n  s t a t e - p r o v i d e d  g r o u p  l i f e  i' i u rance a r e  e n t i t l e d  to 
c o n t i n u e  t h e  i n s u r a n c e  a f t e r  t e r m i n  i n g  e m p l o y m e n t  i f  t h e y  
p a y  t h e  c o s t  o f  t h e  i n s u r a n c e  t h e m s e  res. O n l y  t h e  c o v e r a g e  
t h e  p e r s o n  h a d  at t h e  t i m e  o f  l e a v i n g  e m p l o y m e n t  m a y ^ b e  p u r ­
c h a s e d .  T h e  c o n v e r s i o n  p r i v i l e g e  is l i m i t e d  to p e r s o n s  
OfTd'dr'65 y e a r s  o f  age. H B  5 3 5  d e l e t e s  t h e  ag e  r e q u i r e m e n t  
at p a g e  2, l i n e  23. A l l  o t h e r  c h a n g e s  r e f l e c t e d  i n  t h e  b i l l  
a r e  t e c h n i c a l .

E H H :oj b 
J 3 / 0 1 5



Alaska Public 
Employees Association
S t a t e  H e a d q u a r te r s :  340 N. F rank lin ,  J u n e a u ,  AK 99801 (907) 586-2334

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  C h e r i e  S h e l l e y ^
E x e c u t i v e  D i r e c t o r

o U B J E C T :  H B  535

D A T E :  F e b r u a r y  7, 1 9 8 4

T h e  A l a s k a  P u b l i c  E m p l o y e e s  A s s o c i a t i o n  f u l l y  s u p p o r t s  t h e  
p r o v i s i o n s  of H B  5 3 5  a l l o w i n g  a l l  f o r m e r  p u b l i c  e m p l o y e e s  to 

c o n t i n u e  to p u r c h a s e  g r o u p  l i f e  i n s u r a n c e  r e g a r d l e s s  of a g e .

T h i s  l e g i s l a t i o n  w i l l  r e m o v e  d i s c r i m i n a t o r y  l a n g u a g e  f r o m  s t a t e  
s t a t u t e  a n d  m a k e  i n s u r a n c e  c o v e r a g e  a v a i l a b l e  a t  a t i m e  w h e n  
p e o p l e  n e e d  i t  t h e  m o s t .

C o s t  to t h e  s t a c e  w i l l  b e  m i n i m a l  s i n c e  t h e  p r e m i u m  w i l l  b e  p a i d  
b y  t h e  f o r m e r  e m p l o y e e s .

C S / r b

Fairbanks Flold Ollico Anchorage Field Ollico Juneau Flold Office
820 D College Road 833 Gamboll Sireet, Suite A 227 4th Street
Fairbanks, AK 99701 Anchorage, AK 99501 Junouu. AK 99801

Telephone: (907) 456-5412 Telephone: (907) 274-1688 Telephone: ',07) 586-6305
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[Revision Date:

REQUEST FISCAL DETAIL
B ill/Reso lut ion No.: HB 535 Agency Affected A ll State Agencies
T i t l e : An Act re la t in g  to purchaseProgram Category A ffected :Health Insurance
of oroup l i f e  insurance by r e t i r ees.__________________________________________________________________

Sponsor: Shultz____________________________ BRU, Program or Subprogram!s) Affected:
Requestor:_____________________________________  _______________________________________________________________________
Date of Reauest:

EXPENDITURES/REVENUES: (Thousands of Do lla rs )
Operatinn j FY 84 FY 85 FY 86 FY 87 FY 88 • FY 89
100 Personal Svcs i 1
100 Ptmnr. A BnftS j 1
200 Travel 1 I
|300 Contractual 1 > 1
1400 Supplies i 1 1 i
•500 Equipment i !
600 l.ann A Struct j i i
|7O0 Grants, Claims; 1 : 1
|70P 7RS Ma^cn 1 1
iTOTAL OPERA. MG « -0- -0- -0- -0- 1 0 1 1 0 1

! CAPITAL 

REVENUE

FUNDING: (Thousands of Do lla rs )
.General Fund •

[Federal Funds 1
,0ther
|Total

1

-0- -0- . .. -0- -0- . .  -Q=. -0- !
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House B i l l  535 
Fiscal Mote Analysis 

Prepared by the D iv is ion  of Retirement & Benefits 
Department o f Adm in istration

February 3 , 1984

IV Ana lys is : This b i l l  would a l low  re t irees  age 65 and o lde r to
continue to purchase optiona l qroup l i f e  insurance. 
Current ly , re t irees are in e l i g ib le  to purchase th is  
insurance a fte r  'ge 65.

There is  no cost to the State. Premiums fo r  th is
insurance would be paid by the re t ire e .



#

Position Paper 

HB 535

The Department, of Administration supports th is  b i l l .  I t  o ffe rs  re t irees 

the choice of continuing to purchase optional group l i f e  insurance 

coverage bevond the current l im i t  of age 65. This f l e x i b i l i t y  can be 

achieved with no cost to the state . Favorable premium rates would 

benefit  the re t ire e .



S U M M A R Y
1 a) R e l a t e d  UHlt ISimtlf i*  o r  C o n f l i c t i n g

none
2. <1 O r g a n m t i o n t l  S u p p o r t  to r  Sill

Unknown

1. b )  O t n u r  A g o n c i o ,  A l U c t c u  b y  b i ll

I
7 .  b )  O r g a n i s a t i o n a l  O p p o i K i o n  t o  SHI

Unknown

3.  P r o g r a m  S l l a c t l  o l  Sill

This b i l l  would a llow  ret irees to continue to purchase optional l i f e  insurance coverage 
beyond the current age l im i t  o f 65.

4.  F i i c n  i m o a c t : O  None F iscal N o ta  A tta c h e d

5. A m a n a m e n t i  P r o p o s e d :

6. C o m m e n ts :

I f  th is  b i l l  becomes law ret irees who became i n e l i g i b l e  in the past because o f age and 
those who re t ired  a fte r reaching age 65 and were never e l i g i b l e ,  would be given the 
opportunity to re-enroll in  th is coverage without evidence of in s u ra b i l i t y .
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Bill No. House B i l l  Ho. 540

Title "An Act re la t in g  to claims against 
a contractor's payment bend"

Date February 13,1984

Contact: Eileen P la te , 465-2700 
Bob Bacolas, 465-4870

The b o n d i n g  r e q u i r e m e n t s  o f  AS 3 6 . 2 5  a r e  d e s i g n e d  t o  p r o v i d e  p e r s o n s  
p e r f o r m i n g  l a b o r  o r  f u r n i s h i n g  m a t e r i a l -  on a pu b l  ic c o n s t r u c t i o n  p r o j e c t  
w i t h  r e m e d i e s  c o m p a r a b l e  to  t hose  t h a t  a r e  a v a i l a b l e  t o  p e r s o n s  
p e r f o r m i n g  wo r k  o r  f u r n i s h i n g  m a t e r i a l  on a p r i v a t e  s e c t o r  c o n s t r u c t i o n  
p r o j e c t .  W i t h  r e s p e c t  t o  p r i v a t e  c o n s t r u c t i o n ,  t he  f o l 1o w i n g - p o i n t s  a r e  
r e  1e v a n t :

1 .  A p e r s o n  who p e r f o r m s  wo r k  or s u p p l i e s  m a t e r i a l s  on a p r i v a t e  
p r o j e c t  may l i e n  the p r o p e r t y  f o r  r e c o v e r y  o f  m o n i e s  owed f o r  w a ge s  
o r  m a t e r  i a l s ;

2 .  A l i e n  on the  p r o p e r t y  may be f i l e d  f o r  up to  98 d a y s  a f t e r  the l a s t  
o a t e  on w h i c h  the p e r s o n  p e r f o r m e d  l a b o r  o r  f u r n i s h e d  m a t e r i a l s ;  and

3 .  The p r o p e r t y  i s  l i e n a b l e  by  w o r k e r s  and s u p p l i e r s  o f  the g e n e r a l  
c o n t r a c t o r  o r  any  s u b c o n t r a c t o r .

P u b l i c  p r o p e r t y ,  on the  o t h e r  h a n d ,  c a n n o t  be l i e n e d ,  a nd  the b o n d i n g  
r e q u i r e m e n t s  o f  AS 3 6 . 2 5  e v o l v e d  as an e q u i t a b l e  a l t e r n a t i v e ,  w i t h  the 
o n l y  d i f f e r e n c e  b e i n g  the v e h i c l e  u sed  f o r  r e c o v e r y  —  on p u b l i c  
c o n s t r u c t i o n ,  the c o n t r a c t o r ' s  b o n d ;  on p r i v a t e  c o n s t r u c t i o n ,  l i e n a b l e  
r e a l  p r o p e r t y .

The amendments  to  AS 3 6 . 2 5 . 8 2 8 < b ) , a s  se t  o u t  i n  House B i l l  No .  5 4 8 ,  
p r op o s e  to  d i s r u p t  the e q u i t y  p r e s e n t l y  p r o v i d e d  by d i s c r i m i n a t i n g  
a g a i n s t  the p e r s o n  who p e r f o r m s  l a b o r  o r  f u r n i s h e s  m a t e r i a l  to  a 
s u b c o n t r a c t o r  on a p u b l i c  c o n s t r u c t i o n  p r o j e c t .  I n  f a c t ,  the p r o p o s e d  
p r o v i s i o n  t h a t  t hese  w o r k e r s  o r  s u p p 1 i e r s  must  i n i t i a t e  t h e i r  c l a i m s  
a g a i n s t  the c o n t r a c t o r ' s  bond  w i t h i n  ten d a y s  f r o m  the f i r s t  d a t e  l a b o r  
was p e r f o r m e d  o r  m a t e r i a l s  were  f u r n i s h e d  e f f e c t i v e l y  d e n i e s  them use o f  
the s ys t em  s p e c i f i c  A l l y  d e s i g n e d  to  a s s i s t  t hem .  Few w o r k e r s  o r  
s u p p l i e r s  w o u l d  f e a r  t h a t  money owed them was  i n  j e o p a r d y  a f t e r  o n l y  ten  
d a y s .  F u r t h e r ,  the  r e q u i r e m e n t s  o f  AS 3 6 . 2 5 . 0 1 0 < a ) <2)  c l e a r l y  
c o n t e m p l a t e  t h a t  th t  g e n e r a l  c o n t r a c t o r  i s  r e s p o n s i b l e  f o r  the 
p r o t e c t i o n  o f  a l l  p e r s o n s  who s u p p l y  l a b o r  and  m a t e r i a l  i n  c o n n e c t i o n  
w i t h  the c o n s t r u c t i o n  c o n t r a c t .  T h e r e f o r e ,  the p r o p o s a l  to  t r e a t  a- 
s u b c o n t r a c t o r ' s w o r k e r s  and s u p p l i e r s  d i f f e r e n t l y  th an  t hose  o f  a 
g e n e r a l  c o n t r a c t o r  i s  no t  o n l y  w i t h o u t  j u s t i f i c a t i o n ,  b u t  i s  a l s o  
c o n t r a r y  to  the s p i r i t  o f  the b o n d i n g  l a w  i t s e l f .

House B i l l  540 i s  no t  i n  the be s t  i n t e r e s t  o f  A l a s k a ' s  w o r k e r s ,  and  the 
d e p a r tm e n t  o p p o s e s  i t s  p a s s a g e .

APPROVED:
'Jim R ob i s o n  
Commi s s i  o n e r

P O S IT IO N  PAP1EM/Department of Labor



TESTIMONY OF

ALASKA CHAPTER

THE ASSOCIATED GENERAL IOF A M E R I C A

TO THE

HOU«L LABOR AND COMMERCE COMMITTEE 

ON

VARYING THE NOTICE PROVISIONS TO PRIME CONTRACTORS

BY

SUBCONTRACTOR SUPPLIERS (HB 540)



The change proposed in HB540 would not preclude claim9 of a 

subcontractor’s supplier against a general contractor's payment bond# 

However, timely notice to the genet I contractor of the supplier'6 status 

and existence will become a prerequisite to filing a claim. This notice 

requirement will allow a general contractor to ensure that a subcontractor 

has paid nil suppliers.

Under proposed H8540, a general contractor will know which persons 

may possibly have claims against his payment bond prior to a claim being 

made. Under existing law, a general contractor cannot determine, in 

advance of a claim being filed, which persons may be eligible to file a 

claim.

111)540 proposes a system BOmewhat nnalagoua to the Alaska lien law (AS 

34.35). In 1978 the H e n  laws for the Stnto.of Alaska wero eubstantially 

revised. The revisions st l l’* provide protection to the subcontractor and 

materiel supplier but now subcontractor and suppliern have to take the 

initiative in assuring that the owner and lender are aware of their 

existence and ability to lien the project.

In summary, the A.G.C. believes HB540 will continue to provide4

protection to subcontractor suppliers but in a more enlightened and 

commercially reasonable manner. The A.G.C. urges this committee to 

consider all of the offered testimony and pass? HB540 on to the next 

committee -'f referral.



The Alaska Chapter Associated General Contractors of America represents

more than 800 companies including most of general contracting companies 

>

engaged in commercial construction. We appreciate the opportunity to present 

A-G.C.'s views on H3540.

The A.G.C. supports HB540 and offers the following brief explanation of 

the effect of the proposed change as we understand its intent.

Under existing law, a person with no direct contractural relationship with 

a general contractor, but who supplies labor or material to a 

subcontractor, may make a claim against the payment bond by giving the 

general contractor written notice within 90 day i from the last date on 

which the person performed labor or furnished material. A  general 

contractor has no way of knowing who may have supplied labor or materials 

to a subcontractor. Accordingly, a general contractor has no easy way to 

assure that a subcontractor has paid all his suppliers. Certification by 

a subcontractor that all labor and materialmen have been paid is no 

QHsurance if the certifying subcontractor is or becomes Insolvent. The 

only "iron clad" safeguard for a general contractor is to delay payment to 

all subcontractors until 90 days after they have supj. lied labor or 

materials. Thin solution would do little to harmonize-, relations and 

increase cooperation between general contractors and subcontractors.



T O U  ® I F  l h l l h § M  

TC3 H H i d O M l T M
LEGISLATIVE AFFAIRS AGENCY

M  E M O R A N D U M  J a n u a r y  27, 1 9 8 4

S U B J E C T :

TO:

F R O M :

U n d e r  A S  3 6 . 2 5 . 0 1 0 ( a ) ( 2 ) ,  a g e n e r a l  o r  s p e c i a l t y  c o n t r a c t o r ,  
a s  a c o n d i t i o n  o f  b e i n g  a w a r d e d  a c o n t r a c t  f o r  a p u b l i c  
b u i l d i n g  o r  p u b l i c  w o r k s  p r o j e c t  e x c e e d i n g  $ 1 0 0 , 0 0 0 ,  m u s t  
p o s t  a p a y m e n t  b o n d  f o r  t h e  p r o t e c t i o n  o f  a l l  p e r s o n s  w h o  
s u p p l y  l a b o r  a n d  m a t e r i a l s  p r o v i d e d  f o r  i n  t h e  c o n t r a c t .

U n d e r  A S  3 6 . 2 5 . 0 2 0 ( b ) ,  a s u p p l i e r  o f  l a b o r  o r  m a t e r i a l s  
u n d e r  a c o n t r a c t  w i t h  a s u b c o n t r a c t o r , w h o  h a s  n o  

c o n t r a c t u a l  r e l a t i o n s h i p  w i t h  t h e  p r i m e  c o n t r a c t o r ,  
h a s  a r i g h t  o f  a c t i o n  a g a i n ; ?  t h e  p a y m e n t  b o n d  if t h e  
s u p p l i e r  n o t i f i e s  t h e  p r i m e  j n t r a c t o r  w i t h i n  90 d a y s  a f t e r  
c o m p l e t i n g  t h e  w o r k  o r  t h e  d e l i v e r y  o f  a l l  m a t e r i a l s .

T h e  b i l l  a m e n d s  t h i s  s e c t i o n  to p r o v i d e  t h a t  t h e  s u p p l i e r  
w o u l d  h a v e  to g i v e  n o t i c e  w i t h i n  10 d a y s  a f t e r  b e g i n n i n g  
p e r f o r m a n c e .  T h e  g o a l  is to g i v e  p r i m e  c o n t r a c t o r s  e a r l i e r  
n o t i c e  o f  c l a i m s  t h a t  m i g h t  b e  m a d e  a g a i n s t  t h e  p a y m e n t  b o n d  

so t h a t  t h e  c o n t r a c t o r s  c a n  w i t h h o l d  a d e q u a t e  a m o u n t s  f r o m  
t h e  s u b c o n t r a c t o r s  to a s s u r e  t h a t  t h e  s u p p l i e r s  w i l l  b e  
p a i d .

B e c a u s e  t h e  b i l l  w o u l d  r e q u i r e  t h a t  n o t i c e  b e  g i v e n  in m o s t  
c a s e s  b e f o r e  w o r k  is c o m p l e t e d ,  it w i l l  o f t e n  b e  i m p o s s i b l e  
f o r  t h e  s u p p l i e r  to " s t a t e  w i t h  s u b s t a n t i a l  a c c u r a c y  the 
a m o u n t  c l a i m e d " ,  as is n o w  r e q u i r e d  in A S  3 6 . 2 5 . 0 2 0 ( b ) .
T h u s ,  t h a t  l a n g u a g e  is d e l e t e d  a t  l i n e s  16 - 17 oi the b i l l .  
T h e  n e w  l a n g u a g e  i n s e r t e d  a t  l i n e s  18 - 23 r e q u i r e  t h a t  the 
n o t i c e  a l s o  i d e n t i f y  t h e  p r o j e c t ,  d e s c r i b e  t h e  work, or 

m a t e r i a l  f u r n i s h e d ,  a n d  s t a t e  t h e  d a t e  o n  w h i c h  p e r f o r m a n c e  

b e g a n .

S e c t i o n a l  a n a l y s i s  o f  H B  5 4 0

R e p r e s e n t a t i v e  J o h n  C o w d e r y  
C h a i r m a n ,  H o u s e  L a b o r  a n d  

C o m m e r c e  C o m m i t t e e

E d w a r d  H. H  
L e g i s l a t i v e

POUCH Y . STATE CAPITOL 

JUNEAU, ALASKA <59811 

9 0 7 J 6 5 - 3 U 0 O

E H H  i o ]b 

J 3 / 0 0 5



A p r i l  17, 1984

To: J o h n

From  Ken 

RE: HB 540

HB 540 MAKES CHANGES i n  t h e  s t a t u t e s  d e a l i n g  w i t h  a  c o n t r a c t o r s

PAYMENT BOND ON PUBLIC CONSTRUCTION AND PUBLIC WORKS PROJECTSc

Un d e r  p r e s e n t  s t a t u t e  i f  l a b o r  or  m a t e r i a l s  a r e  s u p p l i e d  t o  a  p r o j e c t

FOR USE BY A SUBCONTRACTOR WHO V/AS H IRED  BY THE GENERAL CONTRACTOR;

THE PERSON OR COMPANY SUPPLYING THE LABOR OR MATERIALS HAVE UP TO 90  

DAYS FROM THE LAST DATE SUCH MATERIALS OR LABOR WERE FURNISHED TO F IL E  / 

CLAIM AGAINST THE CONTRACTORS PAYMENT BOND, SHOULD THE SUBCONTRACTOR 

NOT PAY I I I S  B I L L S ,  THE COMMITTEE SUBSTITUTE FOR HB 5 4 0  WOULD CHANGE 

THE STATUTE TO READ 3 0  DAYS FROM THE F IR S T  DATE LABOR OR MATERIALS WERE

FURNISHED .
 __

QUESTIONS:

1 ,  Wh a t  i s  w r o n g  w i t h  t h e  s t a t u t e  now  ?  Wh y  i s  s u c h  a  r a d i c a l  c h a n g e

NEEDED ?



2 ,  Wo u l d  t h i s  c r e a t e  an  u n n e c e s s a r y  a m o u n t  o f  a d d e d

PAPERWORK FOR THOSE SUPPLYING MATERIALS TO A CONSTRUCTION 

JOB ?

3 ,  Wo u l d n ' t  t h i s  l e g i s l a t i o n  r e a l l y  b e  f o r c i n g  t h e  m a t e r i a l

SUPPLIERS,  LABORERS AND SUBCONTRACTORS TO BE DOING THE 

GENERAL CONTRACTORS WORK, BY THAT I MEAN POLICING THE JOB 

9

4 ,  Ha s  t h e  s u p p l i e r s  o f  b u i l d i n g  m a t e r i a l s  w o r k e d  w i t h  y o u  on t h i s  n e w

COMMITTEE SUBSTITUTE ?



UM TS)lumber Co., Inc.
WHOLESALE 
P.O. BOX 1318 
KENT, W A  08301 
(208)872-7788 -

ANCHORAQE 

8011 JEWEL LAKE RD. 
ANCHORAQE, AK 8SS02 

243-4545

EAQLE RIVER 

P.O. BOX 488 
EAQLE RIVER, AK 89845 
884-2784

Building Supply & Home Center

PALMER 
P.O. BOX 1270 
PALMER, AK 89845 
745-2410

SOLDOTNA 

P.O. 8 0X 2109  
SOLDOTNA, AK 89889 
282-8091

CORPORATE HEADQUARTERS 
P.O. BOX 8808 •  ANCHORAQE, AK 89502 

TELEPHONE (807) 243-4545

BETHEL 
P.O. BOX 1888 
BETHEL, AK 89559 
543-2034

HOM E CENTER 
501 W . RASPBERRY RD. 
ANCHORAQE, AK 99502 
349-7518

March 8, 1984

The Honorable John J. Cowdery 
Pouch V
Juneau, Alaska 99811

Dear Representative Cowdery:

I, In my capacity as;Seeretary/Tl^as^^ and Controller:fo^UNITtl)’ * 
IAJMBER COMPANYf INC., have recently had the opportunity to review HB 540 
which amends AS 36.25.020 (called the Little Miller Act). The proposed 
amendment adds subsection (d) which imposes certain notice requirements 
on suppliers of materials, equipment to be given to general contractors 
in order to preserve a right of action under the Act.

By way of background, in recent years the burden of preserving 
Mechanic’s Lien rights for material suppliers and subcontractors has, in 
our view been unfairly shifted from those in the most logical and least 
burdened position to protect everyone’s lien rights to the subcontractors 
and material suppliers.

I have HB 540 with some of my colleagues

For example, the Mechanics Lien Law was amended in 1979 and 1980 
which resulted in changing priority between a Mechanic’s Lien and a Deed 
of Trust securing the interim construction loan. 7.116 amendments further 
created the burden upon subcontractors and material suppliers to obtain 
an "acknowledgement of right to lien" from the owner if we were not 
selling directly to the owner.

Certainly the general contractor on a State 
funded project is in the best position to determine with whom his subcontractors 
are dealing with in the purchase of materials. Such could be a condition 
of draws by the subcontractors, and checks can be made payable jointly.

M ILLW O R K4 TRUSS 

160 W . B8TH
ANCHORAQE, AK 89502

MANUFACTURINQ PLANT 
M ILE 7 Vi OLD SEW AR0 HW Y . 
ANCHORAQE, AK 99502

UNITED CL MPONENT 8 BUILDING SYSTEMS PLANT 
PALMER INU .'STR IAL PARK 

PALMER, AK 99845

SAWM ILL
147'/• STERLINQ MWY. 
STARISKY, AK 99839



Lumber Co., Inc.

March 8, 1984 

Page 2

Speaking from personal experience, the staff in cur Credit Department 

doubled:..;in.^o:jxLer tor Jreep... up Jtfith the new notice requirements of the 

amended; Mechanics Lien Law. Y Now we are faced with additional notice 
r e q u i r e m e n t s n f f f S S r ^ ^ 3 D \ ^ . 020 if HB 540 is passed in order to protect 

our rights under the Little Miller Act. Additionally, the proposed 
amendment under HB 540 requires that we give notice to the general 
contractor by registered mail, a costly and time-consuming method.

We would urge consideration by you as to the effect of this unnecessary 
and costly amendment. We would welcome the opportunity to meet with you 
personally if you are in Anchorage during this current session. In the 
alternative, please don't hesitate to call me collect if you have any 
questions or if I can further elaborate upon the position of the retail/wholesale 
lumber suppliers.

Sincerely Y ours,

UNITED LUMBER COMPANY INC.

0. Holmstrom 
Secretary/Treasurer

mak
Attachment
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R E P R E S E N T A T I  V E

R O B E R T  H .  " B O B ”  B E T T I S W O R T H
2 11  C U S H M A N  S T R E E T  

F A R B A N K S ,  A LA SK A  9 9 7 0 1

M e m o r a n d u m :

F r o m :  R e p .  B o b  B e t t i s w o r t h

T o :  J o h n  C o w d e r y ,  C h a i r m a n ' H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

Re: B i l l  A n a l y s i s :  H B  5 4 0  " A n  a c t  r e l a t i n g  to c l a i m s  a g a i n s t  a
c o n t r a i l  r's p a y m e n t  b o n d "

T h e  p u r p o s e  o f  t h e  b i l l  i s  t o  c h a n g e  t h e  t i m i n g  r e q u i r e d  f o r  

n o t i c e  o f  a c l a i m  t o  a c o n t r a c t o r  b y  a t h i r d  p a r t y  h a v i n g  a 

c o n t r a c t u a l  r e l a t i o n s h i p  w i t h  a s u b c o n t r a c t o r  b u t  n o  c o n t r a c t u a l  

r e l a t i o n s h i p  w i t h  t h e  c o n t r a c t o r .

A t  p r e s e n t  a p e r s o n  f u r n i s h i n g  l a b o r  o r  m a t e r i a l s  h a s  9 0  d a y s  

a f t e r  t h e  l a s t  d a t e  t h e  p e r s o n  p r o v i d e d  l a b o r  o r  m a t e r i a l s  to 

m a k e  n o t i c e  o f  a c l a i m .  In t h i s  s i t u a t i o n  t h e  c o n t r a c t o r  o f t e n  

f a c e s  c l a i m s ,  a g a i n s t  i t s  p a y m e n t  b o n d  f r o m  p e r s o n s  o r  b u s i n e s s e s ,  

w h i c h  w e r e  f i l e d  l o n g  a f t e r  t h e  c o n t r a c t o r  h a s  p a i d  t h e  

s u b c o n t r a c t o r .  T h e  p r o p o s e d  b i l l  w i l l  r e q u i r e  n o t i c e  b y  t h e  

p e r s o n  p r o v i d i n g  l a b o r  o r  m a t e r i a l s  w i t h i n  1 0  d a y s  o f  t h e  d a t e  

t h e y  f i r s t  p r o v i d e  l a b o r  o r  m a t e r i a l s .  T h i s  w i l l  n o t  p r e v e n t  

c l a i m s  a g a i n s t  t h e  p a y m e n t  b o n d .  H o w e v e r ,  i t  w i l l  g i v e  t h e  

c o n t r a c t o r  n o t i c e  o f  t h o s e  p e o p l e  o r  b u s i n e s s e s  w h i c h  m a y  h a v e  

c l a i m s  so t h a t  t h e  c o n t r a c t o r s  w i l l  b e  a b l e  to t a k e  m e a s u r e s  to 

i n s u r e  t h a t  p e r s o n s  f u r n i s h i n g  l a b o r  o r  m a t e r i a l s  a r e  p a i d  w h e n  

t h e  s u b c o n t r a c t o r s  a r e  p a i d .

T h e  b i l l  a l s o  e l i m i n a t e s  t h e  r e q u i r e m e n t  t o  s t a t e  t h e  a m o u n t  

c l a i m e d .  I n  i t s  p l a c e  is a r e q u i r e m e n t  t o  p r o v i d e  t h e  n a t u r e  o f  

t h e  m a t e r i a l s  o r  w o r k  p r o v i d e d  a n d  t h e  d a t e  w o r k  o r  m a t e r i a l s  

w e r e  f i r s t  p r o v i d e d .  T h i s  i s  n e c e s s a r y  b e c a u s e  t h e  e x a c t  a m o u n t  

o f  t h e  c l a i m  w o u l d  n o t  b e  k n o w n  i n  a l l  c a s e s .
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M e m o r a n d u m :

F r o m :  R e p .  B o b  B e t t i s w o r t h

T o :  J o h n  C o w d e r y ,  C h a i r m a n  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

Re: 5 i l l  A n a l y s i s :  H B  5 4 0  "An a c t  r e l a t i n g  to c l a i m s  a g a i n s t  a
c o n t r a c t o r ' s  p a y m e n t  b o n d "

requ ired for-' 
g U S  VVi'rigi%

. w i t h  a s u b c o n t r a c t o r  b u t  . o c o n t r a c t u a l  -

a f t s c  vth'axlaBt d a te  the pergpni«&to.v 1 deftgjHa-tebrSuta B W M |  top 

^xmmmmrn- m-immwo rig®
m brnm sm m a a a g  I  r e q u i  r e  n o t i c e >
pe,r so a p r o v i d i n g  l a b o r  o r  m a t e , r i a l s  w i t h i n  1 0 'days  c f t h e  d a t e  
' ty £.L r s t p r o v i d e  l a b o r  ok  m« te  r .% a I s . .  Th i s w i l l  n e t  p r e s e n t

m
m
i n s u r e  t h a t  
ithe'-ASub'co

the c o

a c t o r s  a r e  p a i d ,  ,
m m

g m m t w *  
l l T r i . a y

n m m  m m o s m
aria is a r e a *  id v^en ,w

T h e  b i l l  a l s o  e l i m i n a t e s  t h e  r e q u i r e m e n t  t o  s t a t e  t h e  a m o u n t  

c l a i m e d .  In i t s  p l a c e  is a r e q u i r e m e n t  to p r o v i d e  t h e  n a t u r e  o f  

t h e  m a t e r i a l s  o r  w o r k  p r o v i d e d  a n d  t h e  d a t e  w o r k  o r  m a t e r i a l s  

w e r e  f i r s t  p r o v i d e d .  T h i s  i s  n e c e s s a r y  b e c a u s e  t h e  e x a c t  a m o u n t





It has come to m y  a t t e n t i o n  that there are no  c u rrent laws r e q u i r i n g  

emp l o y e r s  of food s e rvice w o r k e r s  to p r o v i d e  a h a l f - h o u r  b r e a k  for their 

emp l o y e e s  d u r i n g  ea c h  shift.

T h e r e  is also no federal or state law r e q u i r i n g  an e m p l o y e r  to p r o v i d e  

emp l o y e e s  w i t h  rest or mea l  p eriods d u r i n g  a w o r k  shift. H o w e v e r  p r i v a t e  

e m p l o y m e n t  a g r e e m e n t s  and c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t s  f r e q u e n t l y  r e quire 

rest and m e a l  p e riods and the A l a s k a  Dept, of L a b o r  w i l l  e n force those 

pr i v a t e  agreements. Food service w o r k e r s  w h o  do not h a v e  an e m p l o y m e n t  

agree m e n t s  or c ollective b a r g a i n i n g  c o n t r a c t s  could then be r e q u i r e d  to w o r k  

th rough a shift w i t h o u t  h a v i n g  any b r e a k  time.

T h e  intent of this l e g i slation is to i m p l e m e n t  by  s t a t u t e  a b r e a k  time 

requirement.
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S U B J E C T :  R e q u i r i n g  R e s t  o r  M e a l  P e r i o d s  f o r  F o o d
S e r v i c e  W o r k e r s  ( W o r k  O r d e r  No. 1 3 - 1 6 2 6 )

TO: R e p r e s e n t a t i v e  B a r b a r a  L a c h e r

F R O M :  T e r e s a  B. C r a m e r  A S
L e g i s l a t i v e  C o u n s e l  ^  —  a

Y o u  h a v e  r e q u e s t e d  i n f o r m a t i o n  a b o u t  a n y  c u r r e n t  l a w s  

r e q u i r i n g  e m p l o y e r s  o f  f o o d  s e r v i c e  w o r k e r s  to p r o v i d e  a 
h a l f - h o u r  b r e a k  f o r  t h e i r  e m p l o y e e s  d u r i n g  e a c h  s h i f t .  Y o u  
h a v e  a l s o  a s k e d  f o r  r e c o m m e n d a t i o n s  a b o u t  h o w  to r e q u i r e  
t h o s e  e m p l o y e r s  to p r o v i d e  a b r e a k - t i m e  f o r  t h e i r  e m p l o y e e s .

T h e r e  is n o  f e d e r a l  o r  s t a t e  l a w  r e q u i r i n g  a n  e m p l o y e r  to 
p r o v i d e  e m p l o y e e s  w i t h  r e s t  o r  m e a l  p e r i o d s  d u r i n g  a w o r k  
s h i f t .  H o w e v e r ,  p r i v a t e  e m p l o y m e n t  a g r e e m e n t s  a n d  c o l l e c ­
t i v e  b a r g a i n i n g  c o n t r a c t s  f r e q u e n t l y  r e q u i r e  r e s t  a n d  m e a l  
p e r i o d s  a n d  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r  w i l l  e n f o r c e  
t h o s e  p r i v a t e  a g r e e m e n t s .  F e d e r a l  r e g u l a t i o n s  u n d e r  the 
F a i r  L a b o r  S t a n d a r d s  A c t  (29 U . S . C .  201 - 219) r e c o g n i z e  
t h a t  e m p l o y m e n t  c o n t r a c t s  m a y  r e q u i r e  e m p l o y e r s  to p r o v i d e  
r e s t  o r  m e a l  p e r i o d s  a n d  a d d r e s s  h o w  to c o n s i d e r  t h o s e  

p e r i o d s  w h e n  c o m p u t i n g  o v e r t i m e  c o m p e n s a t i o n .  (A c o p y  o f  29 
C . F . R .  7 8 5 . 1 8  a n d  7 8 5 . 1 9  is a t t a c h e d  f o r  y o u r  i n f o r m a t i o n . )

T h e  s t a t e  c a n n o t  a d o p t  l a w s  i n  a f i e l d  w h i c h  f e d e r a l  
s t a t u t e s  h a v e  p r e - e m p t e d .  T h e  F a i r  L a b o r  S t a n d a r d s  A c t  d o e s  
n o t  a d d r e s s  r e s t  or m e a l  p e r i o d s .  It s e t s  a f l o o r  b e l o w  
w h i c h  s t a t e s  m a y  n o t  g o  in r e g u l a t i n g  m i n i m u m  w a g e s  a n d  

o v e r t i m e  c o m p e n s a t i o n .  It p e r m i t s  s t a t e s  to p r o v i d e  g r e a t e r  
p r o t e c t i o n s  f o r  e m p l o y e e s  t h a n  t h o s e  o f  t h e  f e d e r a l  l a w  
p r o v i d e d  t h a t  t h o s e  p r o t e c t i o n s  do n o t  c o n f l i c t  w i t h  or 
f r u s t r a t e  t h e  p u r p o s e  o f  t h e  f e d e r a l  law. T h e  a c t  d o e s  n o t  
p r o h i b i t  A l a s k a  f r o m  a d o p t i n g  r e q u i r e m e n t j a b o u t  b r e a k  
t i m e s .

V.

A  b r e a k - t i m e  r e q u i r e m e n t  s h o u l d  b e  i m p l e m e n t e d  b y  s t a t u t e  
r a t h e r  t h a n  b y  r e g u l a t i o n .  N e i t h e r  A S  2.3.10 ( t h e  A l a s k a



R e p r e s e n t a t i v e  B a rbara L ac her 
Page 2
J a n u a r y  11, 1984

Wa g e  and H o u r  Act) n o r  AS 18.60.010 - 18.60.105 (prevention 
of acci :°.nt and h e a l t h  hazards) speaks direc tly to this 
p r o p o s e u  requirement. The W a g e  and H o u r  Act establishes 
m i n i m u m  w a g e  and overtime compen s a t i o n  standards. AS 
18.60.010 - 18.60.105 addresses the p r e v e n t i o n  of 
w o r k - r e l a t e d  accidents and h e a l t h  hazards. Since r e g u­
lations p r o v i d i n g  for rest or meal peri ods w o u l d  not 
directly flow from existing sta tutory language, the safer 
course to f ollow w o u l d  be to e s t a b l i s h  the requirement by 
statute in general terms and permit regula tions to be 
ad opted to implement it.

T B C :lmb 
L3/087

A t t a c h m e n t
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i 785 .15 On d u ly .

A s te n o g ra p h e r  w ho  re a d s  a  book 
vhtle w a iting  fo r  d ic ta tio n , a  m essen- 
:er who w orks a  c rossw o rd  puzzle 
vhilc aw aitin g  a s s ig n m e n ts , f ire m a n  
v ho  p lays ch e c k e rs  w h ile  w a itin g  fo r  
ila n n s  an d  a  fa c to ry  w o rk e r  w ho  ta lk s  
o h is  fellow  em p lo y ees w h ile  w a itin g  
o r m ach in ery  to  be re p a ire d  a r e  a ll 
vorking d u r in g  th e i r  p erio d s o f  inac- 
.ivity. T h e  ru le  a lso  ap p lie s  to  em p lo y ­
e s  who w ork  aw ay  fro m  th e  p la n t. 
Tor exam ple, a  re p a ir  m an  is w o rk in g  
*hile  he w aits fo r  h is  e m p lo y e r’s  cus- 
om er to  g e t  th e  p rem ise s  in  re ad in e ss . 
The tim e is w o rk tim c  even  th o u g h  th e  
employee is a llow ed to  leave th e  p rem - 
ses or th e  Job s i te  d u r in g  su c h  p e rio d s 
>f inactiv ity . T h e  p e rio d s d u r in g  
vhich  th e se  o ccu r a re  u n p re d ic ta b le . 
They are u su a lly  of s h o r t  d u ra t io n . In  
d th e r  ev e n t th e  em p lo y ee  is u n a b le  to  
lse th e  tim e  e ffec tiv e ly  fo r h is  own 
m rposcs. I t  b e lo n gs to  an d  Is con- 
rolled by th e  em p loy er. In  a ll o f th e s e  
•ases w aiting  Is a n  in te g ra l  p a r t  o f th e  
ob. T h e  em ployee is en g ag ed  to  w ait. 
See: S k idm ore v. S w ift. 323 U .S. 134, 
37 (1944), W rig h t v. C a rrlg g , 275 F . 2d 
48. 14 W .H. C ases (C.A . 4. 1960); 

•litchell v. W igger, 39 L a b o r  C ases. 
>ara. 66.278. 14 W .H . C ases 534 
D.N.M. 1960); M itc h e ll v. N ich o lson . 
79 F. S upp . 292.14 W .H . C ases 487 
W.D.N.C. 1959))
785 .16  O ff d u ty .

(a) General P e r io d s  d u r in g  w h ic h  a n  
m ployce Is co m p le te ly  re liev ed  fro m  
u ty  and  w h ich  a rc  lo n g  e n o u g h  to  
nable h im  io u se  th e  tim e  e ffec tiv e ly  
or his own p u rp o se s  a r e  n o t  h o u rs  
/orked. H e Is n o t  co m p le te ly  re lieved  
rom d u ty  and  c a n n o t  u se  th e  tim e  ef- 
ectively fo r  h is  ow n p u rp o se s  u n less 
c is d efin ite ly  to ld  in ad v an ce  t h a t  h e  
tay  leave th e  Job a n d  t h a t  h e  w ill n o t  
ave to com m ence w ork  u n ti l  a  defl- 
Itely specified  h o u r  h a s  n rriv ed . 
/h e th e r  th e  tim e  Is long  e n o u g h  to  
nable h im  to  u se  th e  t im e  e ffec tiv e ly  
)r his own p u rp o se s  d e p en d s  u p o n  all 
f th e  fac ls  and  c irc u m s ta n c e s  o f th e  
use.
(b) Truck drivers; specific examples. 
tru ck  d riv e r w ho  h a s  to  w a it a t  o r

car th e  Job s ite  fo r  goods to  be loaded  
. w orking d u r in g  th e  lo ad in g  period , 
f th e  d riv er re a c h e s  h is  d e s tin a tio n

a n d  w h ile  aw a itin g  th e  r e tu r n  t r ip  is 
re q u ire d  to  ta k e  c a re  o f  h is  e m p lo y e r’s  j 
p ro p e r ty , h e  is a lso  w ork ing  w h ile  
w a itin g . In  b o th  cases th e  em p loy ee  is 
en g ag ed  to  w ait. W a itin g  is a n  in te g ra l  
p a r t  o f th e  job . O n  th e  o th e r  h a n d , fo r  
ex am p le , if  th e  tru c k  d riv e r  is s e n t  
fro m  W a sh ln g tio n , D .C . to  N ew  Y o rk  
C ity , leav ing  a t  6 a.m . an d  a r r iv in g  a t  £
12 noo n , a n d  is co m p le te ly  a n d  specifi- -i
ca lly  re lieved  fro m  all d u ty  u n ti l  6 
p .m . w h en  h e  ag a in  goes on  d u ty  fo r  :.f,
t h e  r e tu r n  t r ip  th e  id le  tim e  is n o t  $
w o rk in g  tim e. H e  is w a itin g  to  be en- Vj
gaged . (S k id m o re  v. S w ift. 323 U.S.
134, 137 (1944); W alling  v. D u n b a r  -ft
T r a n s fe r  &  S to rag e . 3 W .H . C ases 284;
7 L a b o r C ases p a ra . 61,565 (W .D . a
T e n n . 1943); G if fo rd  v. C h a p m an , 6 •.£
W .H . C ases 806; 12 L abo r C ases p ara .
63.661 (W .D . O k la .. 1947); T h o m p so n  - f
v. D a u g h e r ty , 40 S u p p . 279 (D . M d.
1941)) M

9 785.17 On-call time. ?f:.
An em p lo y ee  w ho is req u ired  to 

re m a in  on  ca ll on th e  em p lo y er's  
p rem ise s  o r  so  close th e re to  t h a t  h e  ■*%
c a n n o t  u se  th e  tim e  effec tiv e ly  fo r his 
ow n p u rp o se s  Is w ork ing  w hile  "o n  ■%
ca ll" . A n em p loy ee  w ho is n o t  req u ired  
to  re m a in  on  th e  em p lo y e r’s p rem ises %
b u t  is m ere ly  re q u ire d  to  leave w ord a t  $ 3
h is  h o m e  o r  w ith  co m pan y  o fficia ls £':•
w h e re  h e  m ay  be reach ed  Is n o t work- \P I
Ing  w h ite  o n  call. (A rm o u r &  Co. v. ■•£».'
W a n to ck , 323 U .S. 126 (1944); H an d le r 
v. " h ro sh e r , 191 F . 2d 120 (C.A. 10,
1951); W alling  v. B an k  of W aynesboro , -wk"
G eo rg ia . 61 F . S u p p . 384 (S.D . Go. •&<
1945)) . > ‘<£

R e s t  a n d  M eal  P e r io d s  ’ ; y - w
V'/'-'Sn

9 785.18 R ent
R e s t p erio d s o f  s h o r t  d u ra tio n ,

— * c M lM iaiao frt n h n n l 20  m ill-  ■•Sri?>55l
    ■

n ln g  fro m  5 m in u te s  to  a b o u t 2 0 jn li) 
u te s , a re  
p ro m o te

i/f: '<&
-  . . . . .   —

! com m on  In Ind ustry . T h ey .,
 th e  effic iency  o f  th e  employ*

ee  an d  a r e  cu s to m arily  pold fo r  
w ork ing  tim e. T h e y  m u s t be coun ted  
as  h o u rs  w orked . C om pensab le  tim e  of 
r e s t  perio d s m ay  n o t  be o ffse t ag a ln rt  ̂ K i g j  
o th e r  w ork ing  tim e  su c h  as comports** 
b le  w a iting  tim e  o r  on-call t lm o . i i '* ;^  
(M itc h e ll v. G rc in c tz , 235 F . 2d 621, I lM S jg :  
W .H . C ases 3 (C.A. 10. 1050); B alU rd  
C o n so lid a ted  S tee l C orp., L td-',flI^F j< ^ffjfj! 
S u p p . 996 (S.D . Cal. 1945)),

n-rn

C h a p te r  V— W a g e  a n d  Hour Division § 78!5:22
§ 7 8 5 .1 9  M ea l.

(a ) Bona fide meal periods. B o n a  
fid e  m ea l p e rio d s  a r e  n o t  w o rk tim e . 
B o n a  fid e  m eal p e rio d s do  n o t  in c lu d e  
co ffee  b re a k s  o r  tim e  fo r  snack.-.. 
T h e s e  a re  r e s t  p erio d s. T h e  em p loy ee  
m u s t  be co m p le te ly  re liev ed  fro m  d u ty  
fo r  th e  p u rp o se : o f e a tin g  re g u la r  
m ea ls . O rd in a r ily  30 m in u te s  o r  m o re  
is  lo n g  e n o u g h  fo r  a  b o n a  f id e  m ea l 
p e rio d . A s h o r te r  p e rio d  m ay  be lo ng  
e n o u g h  u n d e r  sp ec ia l co n d itio n s . T h e  
em p lo y ee  is n o t  re liev ed  if h e  is r e ­
q u ire d  to  p e rfo rm  a n y  d u tie s , w h e th e r  
ac tiv e  o r  in ac tiv e , w h ile  e a tin g . F o r  ex ­
am p le . a n  o ffice  em p lo y ee  w h o  is re-^ 
q u ire d  to  e a t  a t  h is  d esk  o r  a  fa c to ry  
w o rk e r  w ho  is re q u ire d  to  be a t  h is  
m a c h in e  is w o rk in g  w h ile  e a tin g . 
(C u lk in  v. G le n n  L. M a r tin . N e b ra sk a  
Co., 97 F . S u p p . 661 (D . N eb. 1951), 
a f f ’d 197 F . 2d 981 (C.A. 8. 1952), c e r t, 
d e n ie d  344 U .S. 888 (1952); T h o m p so n  
v. S to ck  Si S ons. Inc.. 93 F. S u p p . 213 
(E .D . M ich  1950), a f f ’d  194 F . 2d 493 
(C.A. 6. 1952); B iggs v. J o s h u a  H cn d y  
C orp ., 183 F. 2d 515 (C. A. 9. 1950), 187 
F. 2d 447 (C.A. 9. 1951); W a llin g  v. 
D u n b a r  T r a n s fe r  &  S to ra g e  Co., 3 
W .H. C ases 284; 7 L a b o r C ases p a ra . 
61.565 (W .D . T e n n . 1943); L o fto n  v. 
S en eca  C oal a n d  C oke Co., 2 W .H . 
C ases 669; 6 L a b o r C ases p a ra . 61,271 
(N .D . O k la . 1942); a f f ’d 136 F . 2d 359 
(C.A. 10. 1943); c e rt, d en ied  320 U .S. 
772 (1943); M itc h e ll v. T a m p a  C ig a r 
Co., 36 L ab o r C ases p a ra . 65, 198, 14 
W .H . C ases 38 (S .D . F la . 1959); D o u g ­
lass v. H u rw ltz  Co., 145 F . S u p p . 29. 13 
W .H. C ases (E .D . P a. 1956))

(b ) IVVicre no  p e rm iss io n  to leave 
premises. I t  is n o t  n e c e ssa ry  t h a t  a n  
em p lo y ee  be p e rm itte d  to  leav e  th e  
p rem ise s  if h e  Is o th e rw ise  co m p le te ly  
freed  fro m  d u tie s  d u r in g  th e  m eal 
period .

S l e e p in g  T i m e  a n d  C e r t a in  O t h e r  
A c t i v i t i e s

4 785 .2 0  ( ic n c r a l .

U n d er c e r ta in  c o n d itio n s  a n  em p lo y ­
ee Is co n sid ered  to  be w o rk in g  ev en  
• h o u g h  so m e of h is  t im e  Is s p e n t  in 
sleep ing  o r In c e r ta in  o th e r  a c tiv itie s .
» 785,21 | , , . HH ( h im  2 1 - h o u r  d u t y .

An em p loy ee  w ho  Is re q u ire d  to  be 
on  d u ty  (o r less th a n  24 h o u rs  Is w o rk ­

in g  ev en  th o u g h  h e  Is p e rm it te d  to 
s le ep  o r  engage In o th e r  p e rso n a l a c ­
tiv itie s  w h e n  n o t busy. A te le p h o n e  
o p e ra to r , fo r exam ple, w ho  is re q u ire d  
to  be on  d u ty  for sp ec ified  h o u rs  is 
w o rk in g  even  th o u g h  sh e  Is p e rm it te d  
to  s le ep  w hen  n o t busy  an sw erin g  
ca lls. I t  m ak es  no  d iffe re n ce  t h a t  s h e  
is fu rn is h e d  facilities fo r s le ep in g . H e r 
tim e  is g iven  to  h e r  em p loy er. S h e  is 
re q u ire d  to  be on d u ty  an d  th e  tim e  is 
w o rk tim e . (C e n tra l Mo. T e le p h o n e  Co. 
v. C onw ell, 170 F . 2d 641 (C.A. 8, 1948); 
S t r a n d  v. G a rd en  V alley T e le p h o n e  
Co., 51 F . S u p p . 898 (D . M in n . 1943); 
W h l ts i t t  v. E n id  Ice &  F u e l Co., 2 W. 
H . C ases 584; 6 L abo r C ases psira. 
61,226 (W .D . O kla. 1942).)

§ 785.22 D u ty  o f  21 h ou rs o r  m ore.

(a ) General. W h ere  an  em p loy ee  is 
re q u ire d  to  be on  d u ty  fo r 24 h o u rs  or 
m o re , th e  em p loy er and  th e  em ployee 
m ay  a g re e  to  exc lude  bona fide m eal 
p e rio d s  a n d  a  b o n a  fide re g u la rly  
sc h e d u le d  sleep in g  period  o f  n o t m ore 
th a n  8 h o u rs  from  h o u rs  w orked, p ro ­
v ided  a d e q u a te  sleep ing  fac ilities  a re  
fu rn is h e d  by th e  em p loy er an d  Ih e  
em p lo y ee  ca n  u su a lly  en jo y  a n  u n in ­
te r r u p te d  n ig h t ’s sleep . If  s leep ing  
p e rio d  is o f  m o re  th a n  8 h o u rs , o n ly  8 
h o u rs  will be c red ited . W h ere  no  e x ­
p re ssed  o r  Im plied  ag re e m e n t to  th e  
c o n tr a ry  is p re se n t, th e  8 h o u rs  o f 
s le ep in g  t im e  a n d  lu n ch  periods c o n s ti­
t u te  h o u rs  w orked . (A rm o u r v. W an- 
to ck . 323 U .S. 126 (1944); S k id m o re  v. 
S w ift, 323 U .S. 134 (1944); G e n e ra l 
E lc j t r ic  Co. v. P o rte r , 208 F. 2d 805 
(C  A. 9, 1953), c e rt, den ied , 347 U .S. 
951, 975 (1954); B ow ers v. R e m in g to n  
R a n d , 64 F. S u p p . 620 (S.D . 111. 1946), 
a f f ’d  159 F . 2d 114 (C.A. 7, 1946) c e rt, 
d en ied  330 U .S. 843 (1947); Bell v. 
P o r te r . 159 F . 2d 117 (C.A. 7, 1946) 
ce rt, d en ied  330 U.S. 813 (1947); B rld - 
gem nn  v. F o rd , B acon Si D avis, 161 F. 
2d J62  (C.A. 8, 1947); R o k ey  v. D ay  Si 
Z im m erm an , 157 F. 2d 736 (C.A . 8,
1946); M cL au g h lin  v. T o d d  Si B row n. 
Inc., 7 W .H . C ases 1014; 15 L abo r 
C oses p a ra . 64,006 (N .D. In d . 1948); 
C am p b e ll v. J o n e s  Sc L a u g h lin , 70 F. 
S u p p . 996 (W .D . P a . 1947).)

(b ) Interruptions of sleep. I f  th e  
s le ep in g  perio d  Is in te r ru p te d  by  u call 
to  d u ty , th e  In te rru p tio n  m u s t he
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a h n r  tf. ^  ' D a t e :



The Department of Labor i s ,  from a safety and health standpoint, an 
advocate of the philosophy that workers need time away from th e ir  
duties during the work s h i f t ,  as provided fo r in House B i l l  545.
While there are presently no provis ions in  e ithe r state or federal law 
that requ ire  rest or meal periods for any class of worker, the absence 
of such provis ions is  premised upon the a b i l i t y  and good fa it h  of 
employers and employees to negotiate su itab le  arrangements in  th is  
regard . This has been very workable and, g ene ra l ly , employers and 
employees do come to mutually acceptable terms on meal and rest 
per iods . However, i t  appears that the food service industry has fa i le d  
to s a t is fa c to r i ly  po lice  i t s e l f  in th is  regard , and that workers in  
the industry are being-denied the opportunity to negotiate fo r  meal or 
rest periods which is  commonly extended to workers in  other indus tr ie s .

T r a d it io n a l ly ,  a ro le  of government has been to provide remedies to 
inequ it ie s  when the more des irab le  se lf- regu la t in g  approach has f a i l e d .  
With th is  being the s itua t ion  in the food service industry , i t  i s ,  
there fore , appropriate fo r government to assume the stronger ro le  as 
provided fo r  in  House B i l l  545.

Th° Department of Labor, therefore , supports passage of House B i l l  545. 
I t  w i l l  not have a f is c a l  impact on the Department.

APPROVED

Jim Robison 
Commi ssioner

P 0 3 I X 2 0 M  P A P 3E S 5/Department of Labor



E m p l o y e e s  &  

i ^ e s t a u r a n t  

J. m p lo y e e s  U n i o n
Local 879

Daniel E. Loring 
Financial Secrctary-Trcasurer 
Business Manager

909 First Avenue — Fairbaaks, Alaska 99701 
907-452-2332

—  Farthest North Local —

Mark Rosen 
President

6 February 1984

Rep. Niilo Koponen 
Alaska State Legislature 
Pouch V  (MS 3100)
Juneau, Alaska 99811

Dear Representative Koponen,

Local 879 is pleased to see the introduction of H.B. 545, and would like 
to be kept informed of its progress in the Labor and Commerce Committee.
As this bill is presently written, is it intended to provide workers 
with either a meal or a -30 minute break, but not necessarily both? It 
would seem to be a curious result if employers provided a meal but required 

the employee to eat it while on shift.

Thank you for introducing this bill, and for sending us your comments or 

further information on it.

P.S. Please let Rep. Ringstad know that his constituents favor this bill!^f>

Sincerely

Beth Ii. Liehner 
Business Agent, Local 8/9



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y, State Capitol 
Juneau, Alaska 99811 

(907) 465-3991

March 6 , 1984

MEMORANDUM

TO: Representative Barbara Lacher

FROM: David Teal
Leg is la t ive  Analyst

RE: Meal Period fo r Food Service Workers
Research Request 84-057

You asked about state and federal laws and regu la t ions perta in ing  to 
rest or meal periods fo r food service workers on an 8-hour s h i f t .  
A laska, l ik e  most states , defers to federal standards in  l ie u  of state 
wage and hour regu la t ion . Federal requirements fo r  work breaks (except 
fo r minors) were abolished in the 1960s when equal pay and equal oppor­
tun ity  laws were adopted.*

I spoke with Don Wilson and James Sanwick, both of the Alaska Department 
of Labor, about states that have adopted la«s and regu la t ions governing 
meal per iods . Washington, Oregon, C a l i fo rn ia  and Hawaii are some of 
the states that have state wage and hour requirements in  add it ion  to 
federal requi reinents.

Hawaii requires employers to provide breaks to employees who are m inors, 
but does not require breaks for adult workers.- C a l i fo rn ia  ’requires 
employers-to provide a meal-period to workers>1n some f i e ld s ,  but food 
service workers are not on t h e - l i s t  of occupations'covered 'by the 
regu la t ions . A copy of C a l i fo rn ia 's  regu lat ions governing meal periods 
1s attached to th is  memorandum.

Employers that are covered by state regu la t ion  in  Oregon must provide 
a 10-minute break (15 minutes for minors) twice a day and must provide
a meal break w ith in  5 hours of the beginning of a s h i f t .  Oregon's

iU n t i l  the federal equal pay requirements were adopted, employers were 
required to provide breaks to women and ch i ld ren  employees. Federal 
regu lat ions no longer require employers to give adu lt employees rest 
or meal breaks, but they do require that employees be compensated fo r 
breaks of less than 20 minutes and meal periods of less than one-half 
hour.



Representative Lacher 
Marh 6 , 1984 
Page 2

wage and hour regu lat ions apply only to those businesses that have 
gross sales of less than $362,000 per year eud do not pa rt ic ip a te  in  
in te rs ta te  commerce. Over 90 percent of the employers in  Oregon are 
covered by federal regu la t ions .

W a s h i n g t o n ' s . . a d m i n i s t r a t i v e  c o d e  r e q u i r e s  e m p l o y e r s  t o  a l l o w  e m p l o y e e s  
t o  t a k e  a  m e a l  b r e a k  o f  a t  l e a s t  3 0  m i n u t e s  n o  l e s s . t h a n  t w o  h o u r s  a n d  
n o  m o r e  t h a n  /’ f i v e  . . h o u r s  . f r o m  t h e  b e g i n n i n g  o f / a  s h l f t . ^ T n  ' a d d i t i o n , ! '  
e m p l o y e e s  m u s t  r e c e i v e  a  p a i d ;  1 0 - m i n u t e  b r e a k  f o r  e a c h  f o u r  hours o f
w o r k .  T h e  p r o v i s i o n s  a p p l y  t o  a l i ' e m p l b y e r S !{i r i ^ h e -  s t a t e d

Several people I spoke with stated that most food service workers are 
allowed to eat before , a fte r  or during th e ir  s h i f t s ,  often fo r  free . 
Several contacts mentioned that a requirement fo r  a meal break might 
cause "during sh ift"  meals to change from the t r a d it io n a l  no cost and 
no lost hourly compensation s itu a t io n .  I f  food service workers in 
Alaska are given meal breaks, they may no longer be paid fo r the meal
period and could be required to pay fo r any of the employers' food
which is  consumed.

I f  you wish us to perform a more extensive survey of states , please 
contact the agency.

DT

Attachment



M A R C H  7, 1984

TO :  JOHN

FROM: KEN

RE: HB 545

THE LANGUAGE IN HB 545 IS VERY SIMPLE, BUT IT  PROPOSES 

ACTION WHICH IS UNPRECEDENTED IN ALASKA STATUTE .  THIS 

LEGISLATION WOULD MANDATE THAT WORKERS IN THE FOOD SER­

VICE INDUSTRY BE GIVEN A 30 M INUTE REST OR MEAL PERIOD 

DURING WORK SHIFTS THAT LAST E IGHT HOURS OR MORE.

QUESTIONS:

1. WHY HAVE FOOD SERVICE WORKERS BEEN SINGLED OUT IN THIS 

B ILL  ?

2. HAS THIS TYPE OF LEGISLATION BEEN PASSED IN OTHER 

STATES ?

3. IS THERE ANY LAW ON THE FEDERAL LEVEL THAT MIGHT SUP­

PORT SUCH LEGISLATION ?

4.  IF TH IS LEGISLATION IS PASSED, L, YOU EXPECT A LARGE
0J  />.-<-

NUMBER'OF WORKERS WILL WANT THE SAME PRIV ILEGE ?.

U) - V - O  (
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' •  House B i l l  No. 545

Title "^n ^ct r e ^a t ^n 9 to rest or mea  ̂ Periods fo r 
food service workers."

Date February 1 5  > 1 9 8 4

Eileen Platecontact. 4 6 5 _27o0
Bob Bacolas 
465-4870

The Department of Labor i s ,  from a safety and health standpoint, an 
advocate of the philosophy that workers need time away from th e ir  
duties during the work s h i f t ,  as provided fo r in  House B i l l  545.
While there are presently no provis ions in  e ithe r state or federal law 
that requ ire rest or meal periods for any class of worker, the absence 
of such provisions is  premised upon the a b i l i t y  and good fa it h  of 
employers and employees to negotiate su itab le  arrangements in  th is  
regard . This has been very workable and, g ene ra l ly , employers and 
employees do come to mutually acceptable terms on meal and rest 
periods . However, i t  appears that the food serv ice industry has fa i le d  
to s a t is fa c to r i ly  po lice  i t s e l f  in th is  regard , and that workers in 
the industry are being denied the opportunity to negotiate fo r  meal or 
rest periods which is  commonly extended to workers in other industr ie s .

T ra d it io n a l ly ,  a ro le  of government has been to provide remedies to 
inequ it ies  when the more des irab le  se lf- re gu la t in g  approach has f a i l e d .  
With th is  being the s itua t ion  in  the food service industry , i t  i s ,  
therefore , appropriate for government to assume the stronger ro le  as 
provided fo r  in House B i l l  545.

The Department of Labor, there fore , supports passage of House B i l l  545. 
I t  w i l l  not have a f is c a l  impact on the Department.

APPROVED:

Jim Robison 
Commissioner

P O S I T I O N  P A P E P l/ D e p a r t m e n t  of Labor
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HB 545
FISCAL DETAIL 
Agency Affected: Labor

REQUEST
B ill/Reso lut ion No.:________________________  ___
T it le :  " . . . r e l a t i n g  to rest or mealProgram Category Affected:_

periods fo r  food serv ice workers11 Public Protection_____________ ______________________
Sponsor: Representative Lacher BRU, Program or Subprogram!s) Affected:
Requestor: House Labor & Commerce Labor Standards ft Safety________________________
Date of Request: 2/10/84 ____________ ;______________________________________________________

EXPENDITURES/REVENUES: (Thousands of

OPERATING
FY 84 FY 85 FY 8 6 FY 87 FY 8 8 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<♦00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 
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TOTAL OPERATING . ..... JO.... ______ 0 0 f 0 n

CAPITAL I |

REVENUE

FUNDING: (Thousands of Doll a r s )
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FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not Applicable

ANALYSIS: Attach a sepfakzfte page fp r  analysis

Prepared By: nnllor
Di vi s ion:— i ahor_Standacds-A-S.a£e.ty.

Ear.o las,....Sr..
T

Approved by Commissioner 
A gency :_Lflhm:_________________

•— li.m. Roljtson_T

LEG: B:5
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Leg is la t ive  Sponsor 
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Office of Management and Budget 
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Date: i / / / ,  / } '  /
r

12 /1 /83
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REQUEST FISCAL DETAIL
B ill/Reso lu t ion  No .: HB 569__________  Agency Affected: Commerce and Economic Dev
T it le :  An Act re la t in g  to Cemetary Program Category Affected: Consumer_
Associations._____________________________________Protection_______________________________
Sponsor: Representative P h i l l ip s  BRU, Program or Subprogram(s) Affected:
Requestor^_________________________________________ Banking, Securit ies and Corporations
Date of Request:_______________________________ _________________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Do lla rs )
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<*00 SUPPLIES

500 EQUIPMENT

600 LAND L STRUCTURES

700 CRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING - 0  - - 0  - - 0  - - 0  - - 0  -
.  u - _  -

CAPITAL - 0  - - 0  - - 0  - - 0  - - 0  - - 0  -

REVENUE - 0  - - 0  - - 0  - - 0  - - 0  - - 0 -

FUNDING: (Thousands of DoT ars)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL - 0  - - 0  - - 0  - - O' - - u - - U ■- ■

POSITIONS:
FULL-TIME ••

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL.:

Phone: 465-2521_________

Date: 2/14/84

Date: < ^ f £ - / /

D is t r ibu t io n  (by Agency preparing f is c a l  note):
L eg is la t ive  Finance 
Leg is la t ive  Sponsor _
Requestor
Office o f Management and Budget
Impacted Agency(ies) • 12/1/83

ANALYSIS: Attach a /-separate page fpr_a.na ly s is

Prepared By: W i l l i s  F. K irkp a t r ic k , D irector
D iv is io n : Banking, Securit ies and Corporations

Approved by Commissioner: Richard ATLvon
Agen> Commerce and Economic Development



Alaska St?.te Legislature

S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s  s t“ pLi
Juneau, Alaska 99811

Official Business (907) 465-3720

F e b r u a r y  6, 1 9 8 4

T O  R e p .  J o h n  C o w d e r y
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  C h a i r m a n

F R O M  R e p .  J o e  H a y e s
S p e a k e r

RE: H B  5 6 9 /  c e m e t e r v  a s s o c i a t i o n s

R e p r e s e n t a t i v e  P h i l l i p s  h a s  i n t r o d u c e d  H B  5 6 9  r e l a t i n g  t o  
c e m e t e r y  a s s o c i a t i o n s  a n d  I h a v e  r e f e r r e d  i t  t o  t h e  L a b o r  
a n d  C o m m e r c e  C o m m i t t e e .

I h a d  i n t e n d e d  t o  i n t r o d u c e  s i m i l a r  l e g i s l a t i o n ,  a n d  I a m  
s u p p o r t i v e  o f  t h i s  b i l l .  I w o u l d  a p p r e c i a t e  i t  if y o u  w o u l d  
s c h e d u l e  H B  5 6 9  f o r  a c o m m i t t e e  h e a r i n g  is s o o n  a s  c o n v e n ­
i e n t  so t h a t  w e  m i g h t  b e  a b l e  to b r i n g  it to t h e  f l o o r  f o r  a 

v o t e  in t h e  n e a r  f u t u r e .

T h a n k s .



HB 5 3 8 . (cont'd)

lating to agriculture, industry, horticulture, nat i v e  plants or 

livestock, 3) indicating past, aresent, or future p o t e n t i a l  of a 

renewable resource that is related to the community, region or 

state, A) showing household arts, and 5) including general interest 

subjects such as hobbies, arts, crafts, p h o t o g r a p h y  and school 

education.

IN TR O D U C T I O N  OF B ILLS (House)

Motorcycle

Helmets______

(mandatory)

Contractor's 

Payment Bond 

(c 1 a iras 

against)

page 137

Rewrites defin i t i o n  of "agricultural and industrial fair" to mean: 

". . .a community, regional or state fair that includes in its 

activities exhibits of agriculture, industry, horticulture, native 

plants, livestock, and related domestic arts prod u c e d  in the 

community, region, or state;" (currently an "agricultural and 

industrial fair" means a fair, the major focus of which is 

displays, exhibitions, demonstrations, contests or promo t i o n s  of 

agricu l t u r a l  or industrial concern to the r e g i o n  in which the fair 

is located, or any fair which, before July 1, 1980, has rece i v e d  a 

grant under this chapter;"). Identical to SB 378, page 119.

Does not provide for an effective date (becomes law 90 days after 

G ove r n o r  signs bill).

Introduced J anuary 24 and referred to Resources, Finance.

HOUSE BI L L  NO. 5 3 9 , by Reps. Cato and M. M. Miller. W ould 

require a p e r s o n  driving, operating, or riding as a passenger 

on a motorcycle, m o t o r - d r i v e n  cycle, or snowmobile to we a r  an 

approved m otorc ycle helmet. Does not p r ovide for an effective date 

(becomes law 90 days after Governor signs bill).

Introduced January 25 and referred to State Affairs.

HOUSE B I L L  NO. 5 4 0 . by Rep. Bettisworth. Relates to the 

rights of perso ns who furnish labor or materials. Under this 

bill a p e r s o n  having direct contractual r e l a t i o n s h i p s  wit h  a 

s ubcontractor but no contractual r e l ationship express or im­

plied with the contractor furnishing the payment h -jnd has a right 

of action on the payment bond upo n  giving w r i t t e n  notice to the 

contractor w i t h i n  10 days from the first date on w h i c h  the person 

performed labor or furnished material for which the claim is made 

(under current law the pers o n  has a right to action wit h i n  90 days 

from the last date on which the person p e r formed labor or furnished 

material) . Requires the notice to state the name of the person to 

wh o m  the m a t e r i a l  was furnished or for w h o m  the labor was

performed,  . . identify the public buil d i n g  project or public

work project for w h i c h  the mater i a l  was furnished or for w hich the 

labor was performed. describe the material furnished and to be 

furnished or the wor k  performed and to be performed, and state the 

date on w h i c h  the material was first furnished or the w o r k  was 

first performed. . . .11 (currently the notice must state "with 

substantial accuracy the amoun,; claimed and the name of the person 

to w h o m  the m a t e r i a l  was furnished or for w h o m  the labor was 

p e r f o r m e d — underlined language added to current law by this bill). 

Does not provide for an effective date (becomes law 90 days 

following Gover nor's signature).
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EAGLE RIVER. ALASKA 
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HOUSE DISTRICT 15

M E M O R A N D U M

TO:

FRO M :

D A T E :

RE:

T h e  H o n o r a b l e  J o h n  C o w d e r y
C h a i r m a n ,  H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e

R e p r e s e n t a t i v e  R a n d y  P h i l l i p ^ ^ . i ;  f
F e b r u a r y  8, 1 9 8 4

H o u s e  P i l l  569
Re: C e m e t e r y  A s s o c i a t i o n s

K e n  J o h n s o n  o f  y o u r  o f f i c e  r e c e n t l y  a s k e d  f o r  b a c k g r o u n d  
i n f o r m a t i o n  r e g a r d i n g  t h e  c a p t i o n e d  b i l l ,  w h i c h  is s e t  
f c r  h e a r i n g  n e x t  T u e s d a y ,  F e b r u a r y  14, 1984.

I a m  a t t a c h i n g  a c o p y  o f  a l e t t e r  I r e c e i v e d  f r o m  t h e  
C h a i r m a n  o f  t h e  S p e c i a l  C o m m i t t e e  o f  A n g e l u s  M e m o r i a l  
P a r k  A s s o c i a t i o n  in A n c h o r a g e .  A s  y o u  c a n  s e e  f r o m  h i s  
l e t t e r ,  t h e  A s s o c i a t i o n  w i s h e s  t o  b u i l d  a b u i l d i n g  t o  
h o u s e  m u c h - n e e d e d  a d m i n i s t r a t i o n  a n d  s e r v i c e - r e l a t e d  
a c t i v i t i e s .  U n d e r  p r e s e n t  law, t h e  A s s o c i a t i o n  c o u l d  
o n l y  a c c o m p l i s h  t h e  b u i l d i n g  o f  s u c h  a s t r u c t u r e  b y  s e l l i n g  
o f f  a p o r t i o n  o f  t h e  l a n d  it o w n s ;  in o t h e r  w o r d s ,  p r e s e n t  
s t a t u t e s  p r o h i b i t  t h e  A s s o c i a t i o n  f r o m  f i n a n c i n g  s u c h  
s t r u c t u r e s .  A d d i t i o n a l l y ,  u n d e r  p r e s e n t  s t a t u t e s ,  a 
c e m e t e r y  a s s o c i a t i o n  c a n n o t  i n c o r p o r a t e  as a n o n - p r o f i t  
a s s o c i a t i o n .  H o u s e  B i l l  569 w o u l d  p e r m i t  thi s .

I h a v e  a s k e d  L e g a l  S e r v i c e s  t o  p r e p a r e  a s e c t i o n a l  a n a l y s i s  
o f  t h e  b i l l  a n d  I h o p e  t o  h a v e  it t o  y o u r  o f f i c e  b e f o r e  t h e  
h e a r i n g ;  h o w e v e r ,  I h a v e  b e e n  a d v i s e d  t h a t  d u e  t o  t h e  p e r s o n a l  
b i l l  d e a d l i n e ,  s u c h  s e c t i o n a l  a n a l y s i s  m a y  h a v e  t o  w a i t .
I h a v e  n o t i f i e d  Mr. B u s w e l l  o f  t h e  m e e t i n g  a n d  h e  h a s  
i n d i c a t e d  t h a t  t h e  A s s o c i a t i o n  w i l l  e i t h e r  s e n d  s o m e o n e  
t o  J u n e a u  to t e s t i f y  o r  w i l l  s u b m i t  w r i t t e n  t e s t i m o n y .

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  c o n t a c t  me.

E n c l o s u r e
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N A T I O N A L  A S S O C I A T I O N  O F  C E M E T E R I E S

Jtotg&ht:s Jstamariall&nxk
ALASKA’S  F IR S T  MEM ORIAL PARK CEM ETERY

P H O N E  3 4 4 - 1 3 1 1  
O F F I C E  H O U R S :  

1 0  A . M .  T O  3  P .M .
J a n u a r y  1 9 , 1 9 6 4 C E M E T E R Y  

A N D  
O F F I C E  

O N  K L A T T  R O A D
Mr. R a n d y  P h i l l i p s  
S t a t e  L e g i s l a t o r  

J u n e a u ,  A l a s k a

D e a r  Mr. P h i l l i p s :

T h e  B o a r d  o f  T r u s t e e s  o f  A n g e l u s  M e m o r i a l  P a r k  A s s o c i a t i o n  a p p r o v e d  
a m o t i o n  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e ,  a m e n d m e n t s  t o  t h e  A l a s k a  
C e m e t e r y  S t a t u t e s ,  p e r t a i n i n g  t o  n o n - p r o f i t  c e m e t e r y  a s s o c i a t i o n s .
A  c o m m i t t e e  w a s  a p p o i n t e d  c o n s i s t i n g  o f  Mr. A l v a h  C. B u s w e l l ,  Jr. 
a n d  Mr. R o b e r t  F. S h a r y ,  w h o  a r e  b e a r d  m e m b e r s  a n d  Mr. S i d n e y  A b b o t t ,  
p a r k  m a n a g e r ,  w e r e  t o  w o r k  o n  t h e  p r o p o s e d  a m e n d m e n t s  o f  t h e  p r e s e n t  
s t a t u t e s .

T h e  p r e s e n t  A l a s k a  n o n - p r o f i t  c e m e t e r y  s t a t u t e s  w e r e  p a t t e r n e d  a f t e r  
t h e  O r e g o n  S t a t u t e s  m a n y  y e a r s  a g o  b e f o r e  S t a t e h o o d  a n d  a r e  b a d l y  
o u t  d a t e d .  T h e  S t a t e  o f  O r e g o n  h a s  s i n c e  a m e n d e d  t h e i r  S t a t u t e s ,  

t w i c e ,  a n d  n o w  A l a s k a  n e e d s  to d o  t h e  s a m e ,  s o  t h a t  a n o n - p r o f i t  
c e m e t e r y  c a n  b e t t e r  s e r v e  t h e  c o m m u n i t y .  To o u r  k n o w l e d g e  A n g e l u s  
is t h e  o n l y  nor.-profit c e m e t e r y  in the s t a t e .

E n c l o s e d  a r e  c o p i e s  o f  O r e g o n  S t a t u t e s  t h a t  h a v e  b e e n  a m e n d e d  a n d  

a c o p y  o f  o u r  p r o p o s e d  r e v i s i o n s  t o  t h e  A l a s k a  S t a t e  C e m e t e r y  S t a t u t e s ,

T h e  a s s o c i a t i o n  r e a l y  n e e d s  t h e s e  c h a n g e s  i n  o r d e r  to grov/, as it is 
now, w e  c a n  n o t  s e r v e  t h e  c o m m u n i t y  a s  a m o d e r n  c e m e t e r y ,  b e c a u s e

T h e  p u b l i c  w a n t s  a l l  t h e  s e r v i c e so f  t h e  w a y  t h e  l a w s  a r e  w r i t t e n ,  
a c e m e t e r y  is s u p p o s e  t o  s u p p l y , s u c h  as, a c o l u m b a r i u m  f o r  i n u r n m e n t
o f  c r e m a t e d  r e m a i n s ,  m a u s o l e u m ,  n i c h e  a n d  s t o r a g e  v a u l t .  A l s o  w e  c a n  
n o t  e v e n  b u i l d  a m u c h  n e e d e d  a d m i n i s t a r t i o n  b u i l d i n g .  W e  n o w  h a v e  to 
r e n t  a  v e r y  i n a d e q u a t e  building, f o r  a n  o f f i c e .  T h e  a s s o c i a t i o n  h a s  
n e v e r  h a d  a m a i n t e n a n c e  b u i l d i n g .  T h e  p r e s e n t  lav/s p r e v e n t  o u r  g r o w t h .

T h e  r e a s o n  w e  i n c l u d e d  a s s o c i a t i o n  a n d  o r  c o r p o r a t i o n  is t h a t  A n g e l u s  
i n t e n d s  t o  i n c o r p o r a t e  in o r d e r  to h e l p  l e s s e n  t h e  p e r s o n a l  i n d i v i d u a l  
l i a b i l i t y  o f  t h e  b o a r d  m e m b e r s .  A n g e l u s  b o a r d  m e m b e r s  a r e  n o n  p a i d .

S i n c e r e l y ,

S p e c i a l  C o m m i t t e e
Mr. A l v a h  C. B u s w e l l ,  Jr.

C h a i r m a n

A N G E L U S  M E M O R I A L  P A R K  A S S O C I A T I O N

E n c l o s u r e s  
T h i s  m a t e r i a l  h a s a l s o  b e e n  s e n t  to R e p r e s e n t a t i v e  J o e  H a y e s

A N O N - P R O F I T  A S S O C I A T I O N



ALASKA STATUTES

C H A P T E R  30* C e m e t e r y  A s s o c i a t i o n s

Sac. 10.30.070. C r e a t i o n  of i rredu c i b l e  fund. The a s s o c i a t i o n  m a y  

b y  its bylaws p r ov ide that a s tated p e r c e n t a g e  o f  the m o n e y  r e a l­

ized f r o m  the sale o f  lots and d o n a t i o n s  (AND O T H E R  S O U R C E S  O F  R E V E N U E )  

c o nstitute s an i r reducible fund, w h i c h  m a y  be inves t e d  in the m a n n e r  

o r  loaned u p o n  the s e c u r i t i e s  the a s s o c i a t i o n  o r  the t r u s t e e s  c o n s i d e r  

proper. The intere st o r  income f r o m  the irre du c i b l e  fund p r o v i d e d  f o r  

in a n y  b y l a w  o r  as m u c h  as m a y  be n e c e s s a r y  s h a l l  be d e v o t e d  e x c l u s i v e l y  

to the p r e s e r v a t i o n  and e m b e l l i s h m e n t  o f  the (CEMETERY) grounds, 

buildi ngs and p r o p e r t y  of the a s s o c i a t i o n  and o r  c o r p o r a t i o n  and the 

lots and space in b u i l d i n g s  o r  g r o u n d s  sold to the m e m ber s of the 

a s s o c i a t i o n  and or corporation, o r  to the p a y m e n t  of the interest 

or p r i n c i p a l  of the d e b t s  a u t h o r i z e d  b y  the a s s o c i a t i o n  for the 

purchase of land, equipment, e r e c t i n g  b u i l d i n g s  and improvements.

Where a b y l a w  has b e e n  e n acted for the c r e a t i o n  of an i r reducible  fund, 

(IT) the set a m o u nt or perc en t a g e  s eat ed in the bylaw, m a y  not be 

amended  except for the purpose of i n c r e a s i n g  the fund. (36-5-5 A C L A  19L9

I was told to use caps 2c 

put in brac kets those 

words to be d e le ted and 

to underline a ll new 

wording.

O f f i c e



A L A S K A  STATUTE S 

C H A P T E R  30* C e m e t e r y  A s s o c i a t i o n s

Sec. 10.. 30.090. D e b t s  ‘of a s s o c i a t i o n  and o r  corporation. A c e m e t e r y  

a s s o c i a t i o n  and o r  c o r p o r a t i o n  may (NOT) c o n t r a c t  deb ts in a n t i c i p a t i o n  

of future receipts, (EXCEPT) f o r  the (ORIGINAL) purchase of c e m e t e r y  

land and o r  f o r  o t h e r  c e m e t e r y  purposes, the laying out and e m b e l l i s h m e n t  

of the g r o u n d s  and a v e n u e s  of the cemetery, r e p a i r i n g  t h e i r  b u i l d i n g s , 

e r e c t i o n  of n e w  buildings, mausoleums, c o l u m b a r i u m s , and purcha s i n g  

n e c e s s a r y  e q u i p m e n t , f o r  w h i c h  debts the a s s o c i a t i o n  m a y  issue bonds 

or  notes. The a s s o c i a t i o n  m a y  secure these d e b t s  b y  mortgag e u p o n  its 

lands, except lots w h i c h  have b e e n  c o n v e y e d  to the members of the 

A s s ociatio n, c r b y  s e c u r i t y  interest in no more t h a n  50$ of the irreducib' 

fund. (36-5-5 A C L A  1949).



C H A P T E R  30- C e m e t e r y  A s s o c i a t i o n s .

Sec. 10.30 . 1 2 5  D e f i n i t i o n  of " C e m e t e r y  Lot", one o r  nore t h a n  one 

adjoining, lot, plot, sr-ace, grave, nich, m a u s o l e u m  crypt, vault, and 

columbar ium, f o r  the interment of h u m a n  remains.

ALASKA STATUTES
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bank or trust c o m p a n y  shall be governed 
bv the provisions of O R S  128.057 and shall 
not be- required to invest the m o n e y  according 
w  the list approved by the Stata T im w rar. 
An officer of the corporauon shall file  with  
the Secretary of State on or before April 15 of 
each year a verified statement in duplicate 
containing the s a m e  information pertaining to 
the irreducible fund as provided tn O R S  

a? 810 (2) regarding e n d o w m e n t  care funds. 
The Secretary of State m a y  require the corpo­

ration to file, as often as he considers it to be 
necessary, a detailed report of the conditions 

and assets of the irreducible fund.

i3) The interest or income arising from the 
irreducible fund provided for in this section or 

bv any bylaws, or so m u c h  thereof as is neces­

sity. shall be devoted exclusively to the pres­
ervation and embellishment of the grounds, 

buildings and property of the corporation and 

•he lots and space in buildings or grounds sold 

la the m e m b e r s  of the corporation, or to the 
payment of the interest or principal of the 

debts authorized by subsection (5) of this 
-eciion for the purchase of land, erecting 
building', and improvements. A n y  surplus 
thi n-of not needed or used for such purposes 

•hall he invested as provided in this section 

.ind 'hall become part of the irreducible fund.

4' After paying for the land and the 
iTift a m  of the original buildings and improve- 

meii!- thereon, all the future receipts and 
:n. m e  of the corporation subject to the provi- 

Mon- in this section relating to the creation of 

an irn-ducible fund, whether from the sale of 
lots ind burial space, cremation of bodies, 

donations, gifts and othjr sources, shall be 

nppl.'d exclusively to laying out, preserving, 
protivting, embellishing and beautifying the 

cemetery or the crematory and grounds there­

of. and the avenues leading thereto, and to the 
cruet ion of such buildings and improvements 
as m a y  be necessary or convenient for c e m e­

tery or crematory purposes, and to pay the 

necessary expenses of the corporation.

(5) N o  debts shall be contracted by such 

mrporation in anticipation of any future re- 
mipts, except for originally purchasing the 

!ands authorized to be pure' aoed by it, laying 
"ut and embellishing the ^juunda and •<?«- 
nues, erecting buildings and v a u k a  otf eoeh 
lnnd. and improving t h e m  for tha pmvem t of 
'he corporation. T h e  corporation may laaua 
^°nds or notes for debt* so contracted and n a y  
*xuro the m  by w a y  of mortgage upon any of

lands, buildings, property ard improve­
ments excepting lota or spaoo conveyed to the

members. (1 9 6 9  c  5 8 0  196; 1971 c .2 2 5  111

61.735 Selling land unsuited for

bu ria ls. If in the board of directors’ opinion, 
any portion of the lands of a nonprofit corpo­
ration organized and existing solely for the 
purposes of either owning or operating a c e m­
etery or the cremation of dead bodies and the 
burial and care of incinerate remains is u n­
suitable lor burial purposes or other purposes 
of the corporation, the board of directors m a y  

sell such portion and apply the proceeds to the 
general purposes of such corporation in the 

s a m e  proportion and m a n n e r  as provided by 

O R S  61.005 to 61.125, 61.131 to 61.370,
61.375 to 61.481 and 61.505 to 61.950. 11959 
c.580 5971

61.770 Burial lots or space; use, 

e x e m p t i o n  f r o m  taxation, execution a n d  
liens; lien for p u r c h a s e  price of grave­
stone. Burial lots or space for burial of incin­

erate remains in buildings or grounds sold by 
a nonprofit corporation organized and existing 
solely for the purposes of either owning and 

operating a cemetery or cremating dead bodies 
and burying and caring for incinerate remains 

shall be for the sole purpose of interment or 
deposit and safekeeping of incinerate remains. 
Such lots or space shall he exempt from taxa­

tion, execution, attachment or other lien or 
process, if used as intended by the purchaser 

thereof from such corporation, or his assigns 

or representatives, exclusively for burial 

purposes, and in no wise with a view to profit. 

T h e  vendor of any gravestone, however, shall 
not be prevented from having and enforcing a 

lien thereon for all or part of its purchase 

price. If u suit is brought to enforce such a 

lien, the decree therein is enforceable thereaf­
ter; and, for the purpose of enabling the lien 

to t« had and enforced, the gravestone shall 
be d e e m e d  personal property and m a y  be 

severed and removed, under execution and 
order of sale, from the lot where it is situated 
and m a y  be sold in the s a m e  m a n n e r  as any 
other personal property. [1 9 6 9  c .m o  |9 « )

61.775 R ecord in g  plan; p o w er  to  
Im prove an d  regu la te  ground s. A  nonprofit 

corporation organized and existing solely for 

the purposes of owning and operating a c e m e­

tery or cremating dead bodieB and burring 
and caring for incinerate remains shall cause 
a plan of its land and grounds and of the lots 
laid out by it and of the niches or burial space 
in the building* erected thereon to be m a d e  
and recorded in the county in which svjch 
grounds and land are located, such lota or



C E M E T E R I E S ,  H U M A N  B O D I E S  A N D  T E R M I N A L  I L L N E S S  97.010

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

R E N T I N G  T O  O R S  97.010 T O  

97.040, 97.110 T O  97.450, 97.510 

T O  97.730, 97.810 T O  97.920 a n d  
97.990

97.010 Definitions for O R S  97.010 to 

97.040, 97.110 to 97.450, 97.510 to 97.730, 
97.810 to 97.920 a n d  97.990. A s  used in O R S  

q7.0l0 to 97.040, 97.110 to 97.450, 97.510 to 
97,730. 97.810 to 97.920 and 97.990:

1 1 ) " H u m a n  remains” or "remains” m e a n s  
the body of a deceased person in any stage of 
decomposition or after cremation.

(2) "Cemetery" m e a n s  any place dedicated 

to and used, or intended to be used, for the 
permanent interment of h u m a n  remains.

(3) "Burial park” m e a n s  a tract of land for 

the burial of h u m a n  remains in the ground 
a.-ed, or intended to be used, and dedicated for 

cemetery purposes.

14) "Mausoleum" m e a n s  a structure for 
the e ntombment of h u m a n  remains in crypts 

nr vaults in a piace used, or intended to be 
ji-ed. and dedicated for cemetery purposes.

(5) "Crematory" m e a n s  a structure con­

taining a retort for the reduction of bodies of 
liceased persons to cremated remains.

16) "Columbarium" m e a n s  a structure or 
-nom containing niches for permanent inurn­
ment of cremated remains in a place used, or 
mended to be used, and dedicated for ceme- 
vry purposes.

• 7) "Interment" m e a n s  the disposition of 

human remains by cremation, inurnment,

• ntomhment or burial.

<8) "Cremation" m e a n s  the reduction of a 
hidv of a deceased person to cremated remains 

n a crematory.

<!)) "Inurnment" m e a n s  placing cremated 

•’'■mains in an urn and depositing it in a niche.

(10) " E n tombment" m e a n s  the placement 
f h u m a n  remains in a crypt or vault.

*11) "Burial" m e a n s  the placement of 

‘•'Jinan remains in a grave.

'12) "Grave" m e a n s  a space of ground in a 
‘■’irial park used, or intended to he used, for 

■Jr'al of the remains of one person.

13) "Crypt" or "vault" m e a n s  a space in a 
“•"Jsoloum of sufficient size used, or intended 

ho used, to entomb uncremated h u m a n
"Wins.

'14) "Niche" is a recess in a columbarium 
'■'h or intended to be used, for the interment

of the cremated remains of one or more per­

sons.

(15) "Cemetery authority" includes cem e­
tery corporation, association, corporation sole 

or other person or persons owning or control­

ling cemetery lands or property.

(16) "Cemetery association" m e a n s  any 
corporation or association authorized by its 

articles to conduct any or all the businesses of 

a cemetery, but does not include a corporation 

sole or a charitable, eleemosynary association 
or corporation.

(17) "Cemetery business," "cemetery busi­

nesses” and "cemetery purposes" are used 

interchangeably and m e a n  any business and 

purpose requisite or incident to, or necessary 

for establishing, maintaining, operating, 
improving or conducting a cemetery, interring 

h u m a n  remains, and the care, preservation 
and embellishment of cemetery property.

(18) "Directors" or "governing body” 
m e a n s  the board of directors, board of trust­
ees, or other governing body of a cemetery 
association. _

(19) “Lot,” "plot” or "burial space" m eans 
space in a cemetery o w n e d  by one or more 

individuals, an association or fraternal or 
other organization and used, or intended to be 

used, for the permanent interment therein of 
the remains of one or more ofceased persons. 
Such terms include and apply with like effect 

to one, or more than one, adjoining grave, 
crypt, vault or niche.

(20) T h e  term "plot owner ’ oi "owner” 

m e a n s  any person in whose n a m e  a burial plot 
stands as owner of the right of sepulture 

therein in the office of the cemetery authority, 
or w h o  holds from such cemetery authority a 

conveyance of the right of sepulture or a cer­

tificate of ownership of the right of sepulture 
in a particular lot, plot or space.

(2 1) " E n d o w m e n t  care" m eans the general 
care and maintenance of developed portions of 

a cemetery and memorials erected thereon 
financed from the income of a trust fund 

established and maintained pursuant to the 
provisions of ^ R S  97.810 to 97.660. E n d o w­

m e n t  care cemeteries o wned by a city or a 

county m a y  supplement their general care and 
maintenance trust funds from general reve­
nues.

(22) "Special care” is any care in excess of 
endowed care in accordance with the specific 
directions of any donor of funds for such pur­
poses. I Amended by 1!)!>5 c 545 51; l«K5*» e.:>,96 511



C O c u l ,
61.738 CORPORATIONS AND PA R T N ER SH IPS

61.738 P ro ced u re  for revok in g  cer ­
tificate  o f authority . O R S  57.735, relating to 

revocation of certificate of authority, is appli­

cable to nonprofit corporations. 11963 c.492 (36 

fenacu-d in I h ’ u  o f  61 735)1

61.740 I Kr-nunihi-n-ti 61.9841

61.741 A p p lication  to corporation  
authorized  to tran sact b u sin ess  in this 
sta te  on D ecem ber 31, 1959. Foreign corpo­
rations which are duly authorized to transact 

business in this state on December 31, 1959. 

for a purpose or purposes for which a corpora­

tion might secure such authority under O R S

61.005 to 61.125, 61.131 to 61.370, 61.375 to

61.481 and 61.505 to 61.950, shall, subject to 

the limitations set forth in their respective 

certificates of authority, be entitled to all the 

rights and p --vi leges applicable to foreign 

corporations procuring certificates of authori­

ty to transact business in this state under 

O R S  61 005 to 61.125, 61.131 to 61370. 

til 375 to 61.481 and 61.505 to 61 950, and 

from IVcomber 31, 1959. such corporal ions 

shall !>«• subject lo all the limitations, restric­

tions, liabilities and duties prescribed herein 

for foreign corporations procuring certificates 

of authority to transact business in this state 
under O R S  61 005 to 61 125. 61 131 to 61 370. 

61 375 to til 4H1 and HI 505 to 61 350 lit.vi 
i* ftsn ̂sii,

61.745 Transacting business without 

certificate of authority, i II N o  foreign corpo­

ration transacting business in this state with­

out a certificate of authority shall b  permit­

ted to maintain anv action, suit or proceeding 

in any court of this state, until such corpora­

tion shall have obtained u certificate of a u­

thority. N o  action, suit or proceeding shall be 

maintained in any court of this stnte by any 

successor or assignee of such corporation on 

uny right, claim or d e m a n d  arising out of the 

transaction of business by such corporation in 

this state, until a certificate of authority shall 

have been obtained by such corporation or by 

a corporation which has acquired all or sub­

stantially all its assets.

(2) T h e  failure of a foreign corporation to 

obtain a certificate of authority to transact 

business in this state shall not impair the 
validity of any contract or act of such corpora­

tion. and shall not prevent such corporation 
from defending any action, suit or proceeding 
in any court of t h i s  state. 11959 c 580 (8 1 1

CEM ETERIES AND  
CREM ATORIES

61.735 L ands of cem etery  or cromn. 
tory corp o ration; exem ption  f r o m  execu­
tion, taxation  and c o n d e m n a t i o n .  A  nor., 
profit corporation organized and existm,, 

solely for the purposes of either owning .in - 
operating a cemetery or cremating dead l>odic. 
and burying and caring for incinerate r- 

mains, m a y  purchase or take, by gift nr di­
vise, and o w n  and hold lands for the sole pur­
pose of either a cemetery or a crematory and 
burial place for incinerate remains 

lands shall be exempt from execution .md 
taxation, and from any appropriation („r 
public purposes, and lots or portions of -.i.«h 

land and space in any buildings thereon m;c. 
be sold, if intended to be used exclusively h r 

burial purposes, and in no wise with a vi.-w m  
the profit of the m e m b e r s  of such corpora! u n 

The land so held for cemetery pui|iose> slia’I 
not exceed 600 acres, but if the land aln-.ur. 

held for such purpose by the corporation i- -ill 
practically used, the amount thereof m.n !» 
increased by adding (hereto not more tl .m 20 

acres at any one tune T h e  land so held for :• • 

purposes of a crematory and the b u n  -I - ; 
incinerate remains shall not exceed .to air-- 

but if the land already held for such pur|- •• 

by the corporation is all practically u-eo

amount thereof m a y  he 

thereto not mure than 
time, i  1  t r a i l  I : > H t l  ( ! » . ri

increased by ad 

10 acres at an\

a  bank or t:

pr°Vli;

61.760 Revenues; restrictions on 

uses thereof, i l l  A nonprofit c o r ju i’ a t u r  
organized or existing solely for the pin (*>-•- of 

either owning and operating a c e m e te r y  --r 
cremating dead bodies and burying and c a m v  
for incinerate remains may, by its b y la w - 
provide that a stall'd percentage of the m " ’i<-. 
received from the sale of lots and burial sp c * 

cremation of bodies, donations, gifts or o th e r  
sources of revenue shall constitute an irredu 

cible fund. A n y  bylaw enacted for the creatine, 

of the irreducible fund cannot be amended t>' 
reduce the fund. •* "

(2) T h e  board of directors m a y  direct the 

investment of the m o n e y  in the irreducible 
fund,, but all investments of m o n e y  d e p o s i te d  
in thre fund on or after January 1, 1972, shall 

be in oecurities in classes and amounts ap­
proved by, the State Treasurer ond p u b l i s h e d  
in a list pursuant to O R S  97.820. If a bank "< 
trust c o m p a n y  qualified to engage in the tru-i 
business is direirted by the board of director- 
to invest the m o n e y  in the irreducible fu n d .

*
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V t a j t y

HEALTH AND SAFETY CODE 
DIVIS I O N  7. D E A D  B O D I E S  

P A R T  I. G E N E R A L  P R O V I S I O N S

C h a p t e r  1. D e f i n i t i o n s

7000. The definitions in this chapter apply to this division and to 
Divisions 8 and 9 of this code.
7001. “H u m a n  remains" or “remains" means the body of a deceased 

person, and includes the body in any stage of decomposition and cremated 
remains.

7002. “Cremated remains” means h u m a n  remains after incineration 
and necessary processing under Section 7054.1 in a crematory.

7003. “Cemetery” means any one, or a combination of more than one, 
of the following, in a place used, or intended to be used, and dedicated, 
for cemetery purposes;

(s».) A  burial park, for earth interments.
(b) A  mausoleum, for crypt or vault interments.
(c) A  ciematory, or a crematory and Columbarium, for cinerary 

interments.
- 7004. “Burin! park" means a tract of land for the burial of h u m a n  
remains in the ground, used or intended to be used, and dedicated, for 
cemetery purposes.

7005. Except in Part 5 of Division 8 of this code, “mausoleum" means 
a structure or building for the entombment of h u m a n  remains in crypts 
or vaults in a place used, or intended to be used, and dedicated, for 
cemetery purposes.

7006. "Crematory" means n building or structure containing one or 
more furnaces for the reduction of bodies of deceased persons to cremated 
remains.
■ 7007. Except in Part 5 of Division 8 of this code, "columbarium" means 
a structure, room, or other space in a building or structure containing 
niches for inurnment of cremated h u m a n  remains in a place used, or 
intended to be used, and dedicated, for cemetery purposes.
' 7CX)8. “Crematory and columbarium" means a building or structure 
containing both a crematory and columbarium.
7009. "interment" means the disposition of h u m a n  remains by 

imminent, entombment, or burial in a cemetery or, in the case of 
cremated remains, by inurnment, entombment, burial, or buria! at sea as 
novided in Section 7117.
- 7010. "Cremation” means the reduction of the body of a deceased 
person to cremated remains in a crematory and the placement of the 
cremated remains in a grave, vault or niche or burial at sea as provided 
in Section 7117 of this code.
7011. “Inurnment” means placing cremated remains in nn urn and 

placing it in a niche.
• 7012. "Entom b m e n t "  meuns the placement of h u m a n  remains in a 
crypt or vault.
>••7013. "Burial" means the placement of h u m a n  rcmnins in a grave.
.. 7014. "Crave" means a space of ground in a burial park, used, or 
intended to be used, for burial.
7015. "Crypt" or "vault" means a space in a mausoleum of sufficient 

size, used or intended lo lie used, to entomb uncrcmntcd h u m a n  remains.
701 fi. "Niche" means a space in n columbarium used, or intended to be

used, for inurnment of cremated h u m a n  remains.
7017r "Temporary receiving vault" means a vault used or intended to 

be used for the temporary placement of h u m a n  remains.
—  7018. "Cemetery authority" includes cemetery association, 
corporation sole, or other person owning or controlling cemetery lands or 
property. : ,
. 7019. "Cemetery corporation,” "cemetery association," or “cemetery 
corporation or association" m e a n  any corporation n o w  or hereafier 
organized which is or m a y  be authorized by its articles to conduct any one 
or more or all of the businesses of a cemetery, but do not m e a n  or Include 
a corporation sole.

7020. “Cemetery business," “cemetery businesses," and "cemetery 
purposes” are used interchangeably and m e a n  any and all business and 
purposes requisite to, necessary for, or incident to, establishing, 
maintaining, operating, improving, or conducting a cemetery, interring 
h u m a n  remains, and the care, preservation, and embellishment of 
cemetery property, including, but not limited to, anv activity or business 
designed for the benefit, service, convenience, education, or spiritual 
uplift of property owners or persons visiting the cemetery.
^-7021. "Directors” or "governing body” means the board of directors, 
board of trustees, or other governing body of a cemetery association."
"• .7022. "Lot,” "plot," or "interment plot" means space in a cemetery, 
"useci or intended to be used for the interment of h u m a n  remains. Such 
terms include and apply to one or mo r e  than one adjoining graves, one or 
more than one adjoining crypts or vuults, or one or more than one 
adjoining niches.

7023. "Plot owner," "owner," or "lot proprietor" means any person in 
whose n a m e  an interment plot stands of record as owner, in tne office of 
a cemetery authority.

7024." "Permit for Disposition of H u m a n  Remains" includes “burial 
permit" and is a permit, issued pursuant to law, for the interment, 
disinterment, removal, reinterment or transportation of h u m a n  remains.

DIVISION 8. C E M E T E R I E S  

P A R T  1. G E N E R A L  P R O V I S I O N S

C h a p t e r  1. C e m e t e r y  D e f i n e d  , , !
JfijXL gix or more h u m a n  bodies being buried at one place constitute

'Tfic place u cemetery.

CiiAPTEn 2. V a n d a l i s m
8101. (a) Every person Is guilty of n misdemeanor and punishable by

a fine of not less than two hundredfifty dollars ($250) nor mor e  than one 
thousand dollars ($1,000), or by imprisonment in the county jail for no', 
exceeding one year, or by both, w h o  maliciously floes any of the following:

(1) Destroys, cuts, mutilates, effaces, or otherwise injures, tears down, 
or removes any tomb, monument, memorial, or marker in a cemetery, or 
any gate, door, fence, wall, post or railing, or any inclosure for the 
protection of n cemetery or uny property in a cemetery.

(2) Obliterates any grave, vault, niche, or crypt.
(3) Destroys, cuts, breaks or injures any building, statuary, 

ornamentation, tree, shrub, or plant within the limits of a cemetery.



D EPA U TM EXT OF LAW

O F F I C E  O F  T H E  A T T O R N E Y  G E N E R A L

PO U C H  K -  S T A T E  CAPITOL 
JU N E A U . A LA SK A  9 9 8 1 1  
PH O N E : 19071 4 6 5 -3 6 0 0

Bill S h e f f i e l d ,  G o v e r n o r

F e b r u a r y  3, 1 9 8 4

F E B  0 3  804:

T h e  H o n o r a b l e  J o e  H a y e s  
S p e a k e r  o f  t h e  H o u s e  

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

R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

Re: H o u s e  B i l l
r e l a t i n g  to' n o n p r o f i t  
c e m e t e r y  c o r p o r a t i o n s

T e a r  R e p r e s e n t a t i v e  H a y e s :

Y o u  h a v e  a s k e d  t h e  C o n s u m e r  P r o t e c t i o n  s e c t i o n  o f  the
A t t o r n e y  G e n e r a l ' s  o f f i c e  t o  r e v i e w  H o u s e  B i l l  ________ r e g a r d i n g
n o n p r o f i t  c e m e t e r i e s ,  a n d  t o  i n f o r m  y o u  w h e t h e r  t h e  D e p a r t m e n t  o f  

L a w  h a s  a n y  d i f f i c u l t i e s  w i t h  t h e  o v e r a l l  c o n c e p t  b e h i n d  t h e  
b i l l ,  s p e c i f i c a l l y  w h e t h e r  i t  w o u l d  p o s e  a t h r e a t  o f  i n j u r y  to 
t h e  c o n s u m i n g  p u b l i c  d e a l i n g  w i t h  n o n p r o f i t  c e m e t e r i e s  in t h e  
s t a t e .

M y  u n d e r s t a n d i n g  o f  t h e  i n t e n t  b e h i n d  t h e  b i l l  is to 
m o d e r n i z e  a n d  c l a r i f y  t h e  1 9 4 9  N o n p r o f i t  C e m e t e r y  A s s o c i a t i o n  

s t a t u t e  p r e s e n t l y  in e f f e c t .  T h e  b i l l  w o u l d  a l l o w  n o n p r o f i t  

c e m e t e r y  a s s o c i a t i o n s  t o  b e  i n c o r p o r a t e d  a s  n o n p r o f i t  
c o r p o r a t i o n s  u n d e r  A S  1 0 . 2 0  a n d  w o u l d  g e n e r a l l y  g i v e  the 

n o n p r o f i t  c e m e t e r y  a s s o c i a t i o n  o r  c o r p o r a t i o n  m o r e  f l e x i b i l i t y  in 
h o w  it i n v e s t s  t h e  m o n i e s  in i t s  i r r e d u c i b l e  f u n d ,  h o w  it s p e n d s  
i t s  o t h e r  r e v e n u e s  a n d  h o w  a n d  f o r  w h a t  p u r p o s e s  it m a y  c o n t r a c t  
d e b t s .  T h e  c r u c i a l  p a r t  o f  t h i s  u p d a t i n g  w a s  to a d d  a d e f i n i t i o n  
o f  " c e m e t e r y  l o t "  to i n c l u d e  n o t  o n l y  g r a v e  s p a c e s  b u t  a l s o  
m a u s o l e u m  c r y p t s ,  o r  c r e m a t o r y  n i c h e s ,  s i n c e  t h o s e  i t e m s  a r e  
o f t e n  the p r e f e r r e d  c h o i c e  o f  m o d e r n  c o n s u m e r s .

T h e  C o n s u m e r  P r o t e c t i o n  s e c t i o n  i n  t h e  A t t o r n e y  
G e n e r a l ' s  o f f i c e  is n o t  o p p o s e d  t o  t h i s  b i l l  a n d  d o e s  n o t  t h i n k  
t h a t  it w i l l  c a u s e  a n y  h a r m  t o  t h e  p u b l i c .  I f  a n y t h i n g ,  t h e  b i l l  
w i l l  a l l o w  t h o s e  n o n p r o f i t  c e m e t e r y  a s s o c i a t i o n s  o p e r a t i n g  in the 
s t a t e  to b e t t e r  s e r v e  t h e i r  o w n  m e m b e r s h i p .  S i n c e  t h e s e  
a s s o c i a t i o n s  a r e  l i k e  c o o p e r a t i v e s ,  o w n e d  a n d  c o n t r o l l e d  b y  t h e  
m e m b e r s ,  t h e r e  is l i t t l e  d a n g e r  o f  o v e r r e a c h i n g  o r  a b u s e  o f  the 
c o r p o r a t i o n ' s  c e m e t e r y  a s s e t s .  Th< c h a n g e s  in t h i s  s t a t u t e  w i l l  
o n l y  f u r t h e r  t h e  w o r t h y  p u r p o s e s  o f  t h e  c e m e t e r y  a s s o c i a t i o n s  as
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t h e y  w i l l  b e  a b l e  to r e s p o n d  t o  t h e  n e e d s  o f  t h e i r  o w n  
a s s o c . a t i o n  f o r  t h e  e r e c t i o n  o f  n e w  b u i l d i n g s ,  a c q u i s i t i o n  o f  n e w  

l a n d s  o r  e q u i p m e n t  o r  d e v e l o p m e n t  o f  n e w  c e m e t e r y  s e r v i c e s  s u c h  
as m a u s o l e u m s .

T h e  l a s t  s e c t i o n  o f  t h e  b i l l  a l s o  a d d s  a b r o a d e r  
d e f i n i t i o n  o f  " c e m e t e r y  l o t "  to t h e  A l a s k a  U n f a i r  T r a d e  P r a c t i c e s  
a n d  C o n s u m e r  P r o t e c t i o n  A c t .  T h i s  d e f i n i t i o n  r e f e r s  to 
A S  4 5 . 5 0 . 4 7 1 ( b ) (24 ) ,  w h i c h  r e g u l a t e s  t h e  s a l e s  o f  f u n e r a l  or 
b u r i a l  g o o d s  o r  s e r v i c e s  b e f o r e  " n e e d "  ( i . e .  b e f o r e  d e a t h ) .  

U n d e r  4 7 1 ( b ) (24) a s  it p r e s e n t l y  e x i s t s ,  a c o r p o r a t i o n  or 
a s s o c i a t i o n  m a k i n g  a d v a n c e  s a l e s  o f  f u n e r a l  g o o d s  o r  s e r v i c e s  is 
r e q u i r e d  t o  d e p o s i t  t h e  c o n s u m e r s '  m o n i e s  i n  a t r u s t  f u n d  p e n d i n g  
a c t u a l  u s e  b y  t h e  c o n s u m e r .  T h e r e  is p r e s e n t l y  a n  e x e m p t i o n
f r o m  t r u s t  d e p o s i t  f o r  t h e  a m o u n t  p a i d  f o r  t h e  a c t u a l  c e m e t e r y  
lot a n d  g r a v e  m a r k e r .  B y  e x p a n d i n g  t h e  d e f i n i t i o n  o f  c e m e t e r y  

lot, a n  a d v a n c e  p u r c h a s e  o f  a m a u s o l e u m  c r y p t ,  o r  a c r e m a t o r i u m  
d e p o s i t  s p a c e  o f  s o m e  sor t ,  w o u l d  a l s o  b e  e x e m p t  f r o m  t h i s  t r u s t  
d e p o s i t  r e q u i r e m e n t .

T h e  D e p a r t m e n t  o f  L a w  d o e s  n o t  o p p o s e  t h i s  c h a n g e ,
s i n c e  it s e e m s  r e a s o n a b l e  t h a t  t h i s  b r o a d e r  d e f i n i t i o n  o f  
c e m e t e r y  l o t  b e  a d o p t e d  to m e e t  w i t h  m o d e r n  d a y  m a r k e t i n g  o f
b u r i a l  g o o d s  s u c h  as c r e m a t o r y  c r y p t s .  T h e  C o n s u m e r  P r o t e c t i o n  

s e c t i o n  d o e s  n o t  b e l i e v e  t h a t  b r o a d e n i n g  t h i s  d e f i n i t i o n  w i l l  
l e a d  to a n y  a b u s e  o f  t h e  a d v a n c e - n e e d  f u n e r a l  s t a t u t e ,  d e s p i t e  

w h a t  m e m b e r s  o f  t h e  p u b l i c  o r  L e g i s l a t u r e  m i g h t  f e a r  b e c a u s e  o f  
the r e c e n t  d e b a c l e  w i t h  t h e  V a l l e y  M e m o r i a l  G a r d e n  C e m e t e r y  n e a r  
P a l m e r .  ( U n f o r t u n a t e l y ,  m o s t  o f  t h e  a d v a n c e - n e e d  b u r i a l  s a l e s
m a d e  b y  t h a t  c e m e t e r y  w e r e  m a d e  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  

A S  4 5 . 4 7 1  (b) (24) , a n d  it w a s  t h e  l a c k  o f  a n y  t r u s t  r e q u i r e m e n t  
for a n y  p o r t i o n  o f  t h e  a d v a n c e - n e e d  s a l e s  p r i c e  w h i c h  a l l o w e d  the 
a b u s i v e  d i s s i p a t i o n  o f  t h o s e  f u n d s  b y  t h e  f o r - p r o f i t  c e m e t e r y  
c o r p o r a t i o n  ki.own a s  V a l l e y  M e m o r i a l  G a r d e n s ,  I n c . )

I f  l e g i s l a t o r s  h a v e  a c o n c e r n  t h a t  t h e  p u r c h a s e  m o n i e s  
f r o m  c o n s u m e r s  w h o  p u r c h a s e  c e m e t e r y  l o t s  o r  c r e m a t o r y  c r y p t s  in 
a d v a n c e  n e e d  f u r t h e r  p r o t e c t i o n ,  a f u r t h e r  s e n t e n c e  c o u l d  b e  
a d d e d  to 4 7 1 ( b )  (24) to t h e  e f f e c t  t h a t  c e m e t e r y  l o t s  (as m o r e  
b r o a d l y  d e f i n e d  b y  t h i s  b i l l )  a r e  e x e m p t  i f  t h e y  a r e  in fact, 

u p o n  p a y m e n t  o f  t h e  p u r c h a s e  p r i c e ,  " t r a n s f e r r e d "  f r o m  t h e  s e l l e r  
to t h e  c o n s u m e r .  A l t h o u g h  t r a n s f e r  i s  n o t  u s u a l l y  m a d e  in the 
s e n s e  o f  l e g a l  p r o p e r t y  " t i t l e "  t r a n s f e r ,  d e s i g n a t i o n  o f  the 
s p a c e  as a c o n s u m e r ' s  b y  t h e  p l a c e m e n t  o f  a g r a v e  s t o n e  m a r k e r  
a l r e a d y  m a r k e d  w i t h  t h e  c o n s u m e r ' s  n a m e  a n d  d e s i g n a t i o n  o f  the 
p l o t  o r  c r y p t  as t h e  c o n s u m e r ' s  o n  t h e  o f f i c i a l  m a p  o f  the 
c e m e t e r y  s h o u l d  b e  s u f f i c i e n t  p r o t e c t i o n .
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O v e r a l l ,  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  d o e s  n o t  s e e  

s i g n i f i c a n t  p r o b l e m s  w i t h  t h e  e n a c t m e n t  o f  H o u s e  B i l l  __________ .

S i n c e r e l y ,

N O R M A N  C. G O R S U C H  
A T T O R N E Y  G E N E R A L

B y :

C o n n i e  J. S i p e  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
C o n s u m e r  P r o t e c t i o n  S e c t i o n
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To: L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F r o m :  J o e  L. H a y e s
S p e a k e r  o f  t h e  H o u s e

R e : H B  5 6 9 /  c e m e t e r y  a s s o c i a t i o n s

T h e  f o l l o w i n g  i n f o r m a t i o n  is p r o v i d e d  as b a c k g r o u n d  f o r  t h i s  
l e g i s l a t i o n .

D u r i n g  t h e  p a s t  y e a r ,  t h e  A n g e l u s  M e m o r i a l  P a r k  A s s o c i a t i o n  
in A n c h o r a g e  a c q u i r e d  t h e  V a l l e y  M e m o r i a l  G a r d e n  c e m e t e r y  in 
P a l m e r .  V a l l e y  M e m o r i a l  w a s  in b a n k r u p t c y  p r o c e e d i n g s  a n d  
m a n y  c o m m u n i t y  r e s i d e n t s  f e a r e d  t h a t  t h i s  c e m e t e r y  w o u l d  b e  
l o s t  a s  w o u l d  m a n y  r e l a t i v e s  b u r i e d  i n  t h e  c e m e t e r y .

A f t e r  A n g e l u s  h a d  c o m e  t o  t h e  r e s c u e ,  so t o  s p e a k ,  o f  V a l l e y  
M e m o r i a l  G a r d e n ,  it w a s  d i s c o v e r e d  t h a t  t h e  c e m e t e r y  h a d  
n e v e r  b e e n  p r o p e r l y  s u r v e y e d ,  b u r i a l s  h a d  b e e n  i m p r o p e r l y  

m a d e  a n d  t h e  e n t i r e  lh  >*e f • ^ i l i t y  w a s  in n e e d  o f  s u b s t a n­
t i a l  c a p i t a l  i m p r o v e m e n t  p ,/ever, s t a t e  l a w  r e l a t i n g  t o  
c e m e t e r i e s  is e x t r e m e l y  o u ^ a a t e d  a n d  is v e r y  r e s t r i c t i v e  as 
t o  w h a t  m o n e y  a n d  a s s e t s  p o s s e s s e d  b y  a c e m e t e r y  a s s o c i a t i o n  

m a y  b e  u s e d  f o r  s u c h  i m p r o v e m e n t s  o r  as c o l l a t e r a l .

T h e  l e g i s l a t i o n  is i n t e n d e d  t o  r e m e d y  t h a t  s i t u a t i o n  a n d  
a l l o w  n o n - p r o f i t  c e m e t e r y  a s s o c i a t i o n s  as A n g e l u s  m o r e  
f l e x i b i l i t y  in u s i n g  t h e i r  f u n d s  t o  s e r v e  t h e  p u b l i c .  T h i s  

b i l l  w i l l  a l l o w  t h e  c e m e t e r y  a s s o c i a t i o n  t o  b e t t e r  s e r v e  its 
c l i e n t s .  A s  t h e  l e t t e r  f r o m  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  
p r o v i d e d  a s  b a c k u p  i n d i c a t e s ,  t h e s e  a s s o c i a t i o n s  a c t  l i k e  
c o o p e r a t i v e s  a n d  t h e r e  w o u l d  b e  l i t t l e  d a n g e r  o f  a b u s i n g  t h e  
c o r p o r a t i o n ' s  a s s e t s .

In g e n e r a l ,  w i l l  a l l o w  c e m e t e r y  a s s o c i a t i o n s  t o  p r o v i d e  f o r  
t h e  d e s i r e s  o f  t o d a y ' s  c o m m u n i t y  i n  t h e  a r e a  o f  c e m e t e r y  

s e r v i c e s .



- 2 -
W e  s u g g e s t  a n  a m e n d m e n t  w h i c h  h a s  b e e n  r e c o m m e n d e d  b y  t h e  
A t t o r n e y  G e n e r a l ' s  o f f i c e .

* A d d  a s e c t i o n  13 t o  r e a d

A S  4 5 . 5 0 . 5 6 1  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  t o  r e a d ;

(9) " c e m e t e r y  l o t "  m e a n s  a lot, p l o t ,  s p a c e ,  g r a v e ,  
n i c h e ,  m a u s o l e u m ,  c r y p t ,  v a u l t  o r  c o l u m b a r i u m ,  u s e d  o r  
i n t e n d e d  t o  b e  u s e d  f o r  t h e  i n t e r m e n t  o f  h u m a n  r e m a i n s .

T h i s  is a n  a m e n d m e n t  t o  t h e  u n f a i r  t r a d e  p r a c t i c e s  s t a t u t e s  
r e f e r r e d  t o  i n  t h e  s e c o n d  p a g e  o f  t h e  l e t t e r  p r o v i d e d  as 
f u r t h e r  b a c k u p .

F o r  f u r t h e r  b a c k g r o u n d ,  I w o u l d  s u g g e s t  t h e  c o m m i t t e e  
r e q u e s t  t e s t i m o n y  f r o m  C o n n i e  S i p e  in t h e  C o n s u m e r  P r o­
t e c t i o n  s e c t i o n  o f  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e .
S h e  h a s  b e e n  i n s t r u m e n t a l  i n  t h e  d r a f t i n g  if t h i s  l e g i s­
l a t i o n .
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P H O N E  3 4 4 - 1 3 1 1  
O F F I C E  H O U R S :  

1 0  A . M .  T O  3  P.M, J a n u a r y  1 9 , 1 8 4
C E M E T E R Y

A N D

R e p r e s e n t a t i v e  J o e  H a y e s
O F F I C E  

O N  K L A T T  R O A D

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

J u n e a u ,  A l a s k a

A t t e n :  Mr. J e f f  D a y :

T h e  B o a r d  o f  T r u s t e e s  o f  A n g e l u s  M e m o r i a l  P a r k  A s s o c i a t i o n  a p p r o v e d  
a m o t i o n  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e ,  a m e n d m e n t s  t o  t h e  A l a s k a  
C e m e t e r y  S t a t u t e s ,  p e r t a i n i n g  t o  n o n - p r o f i t  c e m e t e r y  a s s o c i a t i o n s .

A c o m m i t t e e  w a s  a p p o i n t e d  c o n s i s t i n g  o f  Mr. A l v a h  C. 3 u s w e l l ,  Jr. 
a n d  Mr. R o b e r t  F. S h a r y ,  w h o  a r e  b o a r d  m e m b e r s  a n d  Mr. S i d n e y  A b b o t t ,  
p a r k  m a n a g e r ,  t o  w o r k  o n  t h e  p r o p o s e d  a m e n d m e n t s  o f  t h e  p r e s e n t  
s t a t u t e s .

T h e  p r e s e n t  A l a s k a  n o n - p r o f i t  c e m e t e r y  s t a t u t e s  w e r e  p a t t e r n e d  a f t e r  
t h e  O r e g o n  S t a t u t e s  m a n y  y e a r s  a g o  b e f o r e  S t a t e h o o d  a n d  a r e  b a d l y  
o u t  d a t e d .  T h e  S t a t e  o f  O r e g o n  h a s  s i n c e  a m e n d e d  t h e i r  S t a t u t e s ,  
t w i c e ,  a n d  nov; A l a s k a  n e e d s  t o  d o  t h e  s a m e ,  s o  t h a t  a n o n - p r o f i t  
c e m e t e r y  c a n  b e t t e r  s e r v e  t h e  c o m m u n i t y .  T o  o u r  k n o w l e d g e  A n g e l u s  
is t h e  o n l y  n o n - p r o f i t  c e m e t e r y  in t h e  s t a t e .

E n c l o s e d  a r e  c o p i e s  o f  O r e g o n  S t a t u t e s  t h a t  h a v e  b e e n  a m e n d e d  a n d  
a c o p y  o f  o u r  p r o p o s e d  r e v i s i o n s  t o  t h e  A l a s k a  S t a t e  C e m e t e r y  S t a t u t e s .

T h e  a s s o c i a t i o n  r e a l y  n e e d s  t h e s e  c h a n g e s  i n  o r d e r  to g r o w ,  a s  it is 
n o w ,  w e  c a n  n o t  s e r v e  t h e  c o m m u n i t y  a s  a m o d e r n  c e m e t e r y ,  b e c a u s e  
o f  t h e  w a y  t h e  l a w s  a r e  w r i t t e n .  T h e  p u b l i c  w a n t s  a l l  t h e  s e r v i c e s  
a c e m e t e r y  is s u p p o s e  t o  s u p p l y ,  s u c h  as, a c o l u m b a r i u m  f o r  i n u r n m e n t  

o f  c r e m a t e d  r e m a i n s ,  m a u s o l e u m ,  n i c h e s  a n d  s t o r a g e  v a u l t .  A l s o  w e  c a n  
n o t  e v e n  b u i l d  a m u c h  n e e d e d  a d m i n i s t r a t i o n  b u i l d i n g .  W e  r.ow h a v e  t o  
r e n t  a v e r y  i n a d e q u a t e  b u i l d i n g  f o r  a n  o f f ? c e .  T h e  a s s o c i a t i o n  h a s  
n e v e r  h a d  a m a i n t e n a n c e  b u i l d i n g .  T h e  p r e s e n t  l a w s  p r e v e n t  o u r  g r o w t h .

T h e  r e a s o n  w e  i n c l u d e d  a s s o c i a t i o n  a n d  o r  c o r p o r a t i o n  i n  o u r  
a m e n d m e n t s  is t h a t  A n g e l u s  i n t e n d s  t o  i n c o r p o r a t e  in o r d e r  t o  h e l p  
l e s s e n  t h e  p e r s o n a l  i n d i v i d u a l  l i a b i l i t y  o f  the b o a r d  m e m b e r s .
A n g e l u s  b o a r d  m e m b e r s  a r e  n o n - p a i d .

S i n c e r e l y ,
Mr. D o u g l a s  W. B r o w n  ^
P r e s i d e n t  o f  B o a r d  o f  T r u s t e e s

E n c l o s u r e s

T h i s  m a t e r i a l  h a s  a l s o  b e e n  s e n t  t o  R e p r e s e n t a t i v e  R a n d y  P h i l l i p s

A N G E L U S  M E M O R I A L  P A R K  A S S O C I A T I O N

A N O N - P R O F I T  A S S O C I A T I O N
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t j,e h a n k  or trust c o m p a n y  shall be governed 
bv the provisions of O R S  128.G57 a n d  shall 
not be required to invest the more'/ according 

‘0 the list approved by the 9tat» Treasurer.
officer of the corporation shall fiie  w ith  

the Secretary of State on or before April 15 of 
each year a verified statement in  duplicate 
containing the s a m e  information pertaining to 
tbe irreducible fund as provided in ORS 
a? 910 (2) regarding e n d o w m e n t  care fund*. 
The Secretary of State m a y  require the corpo­
ration to file, as often as he considers it to be 

n e c e s s a r y ,  a detailed report of the conditions 

.ind assets of the irreducible fund.

i3) T h e  interest or income arising from the 

irreducible fund provided for in this section or 

),v any bylaws, or so m u c h  thereof as is neces­

sary. shall be devoted exclusively to the pres­
ervation and embellishment of the grounds, 

buildings and property of the cc poration and 

•.In* lots and space in buildings or grounds sold 

la the m e m b e r s  of the corporation, or to the 

payment of the interest or principal of the 

drills authorized by subsection (5) of this 

-eelion for the purchase of land, erecting 

building', and improverm. its. A n y  surplus 
thereof not needed or used for such purposes 

•hall he invested as provided in this section 

.mil shat, become part of the irreducible fund

•I1 After paying for the land and the 

erict a m  of the original buddings and improve­

m e n t -  thereon, all the future receipts and 

in. m e  of the corporation subject to the provi- 
-inn.' m  this settlor relating to the creation of 

an irnducible fu.d, whether from the sale of 

lots m d  burial space, cremation of bodies, 

donut urns, gifts and other sources, shall be 

npple«| exclusively to laying out, preserving, 

prote. iing, embellishing and beautifying the 

cemoN-ry or the crematory and grounds there­
of, and the avenues leading thereto, nnd to the 

erection of such buildings and improvements 
as m a y  be necessary or convenient for c e m e­
tery or cremntory purposes, and to pay the 

necessary expenses of the corporation.

(5) N o  debts shall be contracted by such 

corporation in anticipation of any future re- 
r,iptsl except for originally purchasing the 
'ands authorized to be purchased by it, l a y i n g  
out and embellishing the g r o u n d *  a n d  av«- 

"ues, erecting buildings nnd vaults cap ouch 
^nd. and improving t h e m  foe t h *  purpees* of 
'he corporation. T h e  corporation m a y  Issue 
hands or notes for debts bo c o n t r a c t e d  e n d  roajr 
^‘nire t h e m  by w n y  of mortgage u p o n  any o f  
l,s lands, buildings, property a n d  improve­
ments excepting Iota or s p a c e  c o n v e y e d  to tha

members. (1969 c.580 196; 1971 c.22£ H I

61.765 Selling land unauited for 

burials. If in the board of directors’ opinion, 

liny portion of the lands of a nonprofit corpo­

ration organized and existing salely for the 

purpoeea of either owning or operating a c e m­

etery or the cremation of dead bodies and the 

burial and care of incinerate remains is u n­

suitable for burial purposes cr other purposes 

of the corporation, the board of directors m a y  

sell such portion and apply the proceeds to the 

general purposes of such corporation in the 

s a m e  proportion and m a n n e r  as provided by 

O R S  61.005 to 61.125, 61.131 to 61.370,

61.375 to 61.481 and 61.505 to 61.950. [1969 
C.5W0 §971

61.770 Burial lots or space; use, 

e x e m p t i o n  f r o m  taxation, execution a n d  

liens; lien for p u r c h a s e  price of g r a v e­

stone. Burial lots or space for burial of incin­

erate remains in buildings or grounds sold by 

a nonprofit corporation organized and existing 

solely for tho purpoces of either o w n i n g  and 

operating a cemetery or cremating dead bodies 

and burying nnd caring for incinerate remains 
shall be for the sole purpose ~f interment or 

deposit and safekeeping of incinerate remains. 

Such lots or space shall be exempt from taxa­

tion, execution, attachment or other lien or 

process, if used as intended by the purchaser 

thereof from such corporation, or his assigns 

or representatives, exclusively for burial 

purposes, and in no wise with a view to profit. 

T h e  vendor of any gravestone, however, shall 

not be prevented from having and enforcing a 

h e n  thereon for all or part of its purchnBe 

price. If a suit is brought to enforce such a 

lien, the decree therein is enforceable thereaf­

ter; and, for the purpose of enabling the lien 

to be had and enforced, the grovcHtone shall 
be d e e m e d  personal property and m a y  be 

severed and removed, under executi n nnd 

order of sale, from the lot where it is situated 
and m n y  be sold in the n a m e  m a n n e r  as any 
other personal property. (l«S9  c.MO 196)

61.775 R ecord in g  plan; p o w er  to  
im p rove an d  reg u la te  grounds. A  nonprofit 
corporation organized and existing solely for 

the purpnees of owni n g  and operating a c e m e­

tery or cremating dead bodies and burying 
and caring for incinerate re mains shall cause 
a plan of it* land and grounds and of the lota 
Laid out by it a n d  of the niches or burial apace 
in die building* erected thereon to be m a d e  
and recorded in the county in which such 
ground* and land are located, such lota or
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C E M E T E R I E S .  H U M A N  B O D I E S  A N D  T E R M I N A L  I L L N E S S 97.010

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

R E L A T I N G  T O  O R S  97.010 T O  

97.0-10. 97.110 T O  97.450, 97.510 

T O  97.730, 97.810 T O  97.920 a n d  

97.990

97.010 Definitions for O R S  97.010 to 

97.040. 97.110 to 97.450, 97.510 to 97.730, 

97.810 to 97.920 a n d  97.990. A s  used in O R S  

97.010 to 97.0-10. 97.110 to 97.450, 97.510 to 

97.730. 97.810 to 97.920 and 97.990:

(1) " H u m a n  remains” or "remains” m e a n s  

the  body of a deceased person in any stage of 
d ec o m p o s itio n  or a/ter cremation.

12) "Cemetery" m e a n s  a n y  place dedicated 

to and used, or intended to be used, for the 
tx-rmanent interment of h u m a n  remains.

(3) "Burial park" m e a n s  a tract of land for 

the burial of h u m a n  remains in the ground 

j-ed, or intended to be used, and dedicated for 

a-metery purposes.

(4) "Mausoleum" m e a n s  a structure for 

the entombment of h u m a n  remains in crypts 

•>r vaults in a place used, or intended to be 

■j-cd, and dedicated for cemetery purposes.

15) "Crematory” m e a n s  a structure con­

taining a retort for the reduction of bodies of 

k ceased persons to cremated remains.

(6) "Columbarium" m e a n s  a stru ture or 

M o m  containing niches for permaner t inurn­

ment of cremated remains in a place used, or 
mended to be used, and dedicated fjr c e m e­

tery purposes.

(7) "Interment" m e a n s  the disposition of 

human remains by cremation, inurnment, 

• m o m b m e n t  or burial.

<8) "Cremation" m e a n s  the reduction of a 

■*xlv of a deceased person to cremated remains 

n a crematory.

<9) "Inurnment" m e a n s  placing cremated 

•’'•mains in an urn and depositing it in a niche.

HO) " E n tombment" m e a n s  the placement 

■f H u m a n  remains in a crypt or vault.

*11) "Burial" m e a n s  the placement of 

‘■'man remains in a grave.

'12) "Grave" m e a n s  a space of ground in a 

''Jrial park used, nr intended to be used, for 
r,Jnal of the remains of one person.

’13) "Crypt" or "vault" m e a n s  a space in a 

" lUsoleum of sufficient size used, or intended 
' He used, to entomb uncremated h u m a n  
'"nains.

'14) "Niche" is a recess in a col u m b a r i u m  
i • "d, or intended to be used, for the interment

*.
5

of the cremated remains of one or m o r e  per­

sons.

(15) "Cemetery authority" includes c e m e­

tery corporation, association, corporation sole 

or ether person or persons owning or control­

ling cemetery lands or property.

(16) "Cemetery association" m e a n s  any 

corporation or association authorized by its 

articles to conduct any or all the businesses of 

a cemetery, but does not include a corporation 

sole or a charitable, eleemosynary association 
or corporation.

(17) "Cemetery business," "cemetery busi­

nesses" and "cemetery purposes" are use ' 

interchangeably and m e a n  any business and 

purpose requisite or incident to, or necessary 

for establishing, maintaining, operating, 

improving or conducting a cemetery, interring 

h u m a n  remains, and the care, preservation 

and embellishment of cemetery property.

(18) "Directors" or "governing body" 

m e a n s  the board of directors, board of trust­

ees, or other governing body of a cemetery 
association. ____

(19) "Lot," "plot" or "burial space” m e a n s  

space in a cemetery owned by one or mor e  

individuals, an association or fraternal or 

other organization and used, or intended to be 

used, for the permanent interment therein of 

the remains of one or more deceased persons. 

Such terms include and apply with like effect 

to one, or more than one, adjoining grave, 
crypt, vault or niche.

(20) T h e  term "plot owner" or "owner" 

m e a n s  any person in whose n a m e  a burial plot 

stands as owner of thv right of sepulture 

therein in the office of the cemetery authority, 

or w h o  holds from such cemetery authority a 

conveyance of the right of sepulture or a cer­

tificate of ownership of the right of sepulture 
in a particular lot, plot or space.

(21) " E n d o w m e n t  care" m e a n s  the general 
care and maintenance of developed portions of 

a cemetery and memorials erected thereon 
financed from the income of a trust fund

stnblishod and maintained pursuant to the 
provisions of O R S  97.810 to 97.860. E n d o w­

m e n t  care cemeteries owned by a city or a 

county m a y  supplement their general care and 

maintenance trust funds from general reve­
nues.

(22) "Special care" is any care in excess of 
e n d o w e d  care in accordance with the specific 

directions of any donor of funds for such pur­

poses. |  A m ended  by 1 9 5S  c  5 4 S  «1 ; 19J55 c :)9 fi 5 1 1



61.738 CO RPO R ATIO NS A N D  P A R T N E R S H IP S

61.736 P r o c e d u r e  for revoking cer­

tificate of authority. O R S  57.735, relating to 

revocation of certificate of authority, is appli­

cable to nonprofit corporations. 11963 c492 136 

letincU'd in !i**u of 61 735H

61.740 I Ki-numlxTui 61.984|

61.741 Application to corporation 

authorized to transact business in this 

state o n  D e c e m b e r  31, 1959. Foreign corpo­

rations which are duly authorized to transact 

business in this state on Dece m b e r  31, 1959, 

for a purpose or purposes for which a corpora­

tion might secure such authority under O R S

61.005 to 61.125, 61.131 to 61.370, 61.375 to

61.481 and 61.505 to 61.950, shall, subjict to 

the limitations set forth in their respective 

certificates of authority, he entitled to all the 

rights and privileges applicable to foreign 

corporations procuring certificates of authori­

ty to transact business in this state under 

O R S  61 005 to 61.125. 61.131 to 61 370. 

HI 375 to 61.481 and 61.505 to 61 950. and 

from December 31, 1959. such cnqxirul ion* 

shall b* subject to all the limitations, restric­

tions. liabilities and duties prescribed herein 

for foreign corporations procuring certificates 

of authority to transact business in this state 

under O H S 6 1  005 to 61.125. 61 131 to 61 370.

61.375 to 61.181 and 61 505 to 61.950 l«vi 

t* ssn $mh(

61.745 T r a n sacting business without 

certificate of authority, il) N o  foreign corpo- 

ration transacting business in this stale with­

out a certificate of authority shall Is* |x*rmil- 

ted to maintain any action, suit or proceeding 

in any court of this state, until such corpora­

tion shall have obtained a certificate of a u­

thority. N o  action, suit or proceeding shall be 

maintained in any court of this state by any 

successor or assignee of such corporation on 

any right, claim or d e m a n d  arising out of the 

transaction of business by such corporation in 

this state, until a certificate of authority shall 

have been obtained by such corporation or by 

a corporation which has acquired all or sub­

stantially all its assets.

(2) Tlie failure of a foreign corporation to 

obtain a certificate of nuthority to transact 

business in this state shall not impair the 

validity of any contract or act of such corpora­

tion, and shall not prevent such corporation 
from deforcing any action, suit or proceeding 
in anv court of this state. 11969 c r>so 1811

C E M E T E R IE S AN D  
C R EM A TO R IES

61.7G3 I .r nrl■ of c e m e t e r y  or crema. 
tory corporation; e x e m p t i o n  f r o m  execu­
tion, taxation and c o n d e m n a t i o n .  A  nor., 

profit corporation organized and existing 

solely for the purposes of either owning and 

operating a cemetery or cremating dead Ixjdu-. 

a n d  burying a n d  caring for incinerate r* 

mains, m a y  purchase or take, by gift or di- 

vise, and o w n  and hold lands for the sole pur. 

pose of either a cemetery or a crematory nn>l 

burial place for incinerate remans. Such 

lands shall be exe m p t  from execution ,md 

taxation, and from any appropriation fur 
public purposes, and lots or portions of si.D. 

land a n d  space in any buildings thereon may 
be sold, if intended to he used exclusively for 

burial purposes, and in no wise with a view to 

the profit of the m e m b e r s  of such corporaln.n 
T h e  land so held for cemetery pur|>oses sit.i'l 

not exceed 600 acres, hut if the land alre.ur. 

held for such purpose by the corporation i- all 

practically used, the a m o u n t  thereof rn.iv l» 

increased by adding thereto not more than jo 

acres at any one time T h e  land so held for :: • 

puqxises of a crematory and the huri.il 
incinerate remains shall nut exceed 31>  . u  p -  

but if the land already held for such |hir|•< -i 
by the corporation is all practically u-ed "• 

a m o u n t  thereof m a y  be increased by ad I : r' 

thereto not more* than 10 acres at a m  > • 
time. | l i i . W  i rhi1 5*1.3

61.7t>0 R e v e n u e s ;  restrictions on 

uses thereof, ill A  nonprofit n i q x i m t M’ 

organized o r  existing solely for the p u q x i s e *  »*f 
either o w n i n g  a n d  operating a cemetery *>r 

cremating dead bodies and burying and caring 

for incinerate remains may. by K- bylaw- 

provide that a stall'd percentage of the inii'i**;. 
received from the sale of lots and burial sp t*v 

cremation of bodies, donations, gifts or other 

sources of revenue shall constitute an i r r e d u  
cible fund. A n y  bylaw enacted for the crenti"t*. 

of the irreducible fund cannot bt' a m e n d e d  t*> 
reduce the fund.

(2) T h e  board of directors m a y  direct the 
investment of the m o n e y  in the irreducible 

fund, but all investments of m o n e y  d e p o s i te d  
in the fund on or after January 1, 1972. shall 
be in aecuritieo in classes nnd amounts ap- 
prbvad by; the State Treasurer nnd p u b l i s h '  d 
in a list pursuant to O R S  97.820. If a bank " 

trust c o m p a n y  qualified to engage in the tni-t 
business is directed by the board of direct**' 
to invest the m o n e y  in the irreducible fund.

y yji bank or t 
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HEALTH AND SAFETY CODE 
DIVISION 7. DEAD BODIES 

PART 1. GENERAL PROVISIONS
C h a p t e r  1. D e f i n i t i o n s

7000. The definitions in this chapter apply to this division and to 
visions 8 and 9 of this code.
7001. "Human remains" or "remains" means the body of a deceased 
rson, and includes the body in any stage of decomposition and cremated 
mains.
7002. "Cremated remains" means human remains after incineration 
d necessary processing under Section 7054.1 in a crematory.
7003. "Cemetery” means any one, or a combination of more than one, 
tlie following, in a place used, or intended to be used, and dedicated,

V.

r c e m e te ry  purposes: 
rial pa

(b) A mausoleum, for crypt or vault interments.
(r.) A burial park, for earth interments.

(c:j A crematory, or a crematory and Columbarium, for cinerary 
lerments.
7004. "Burial park” means a tract of land for the burial of human 
mains in the ground, used or intended to be used, and dedicated, for 
metery purposes.
7005. Except in Part 5 of Division 8 of this code, "mausoleum" means 
;lructure or building for the entombment of human remains in crypts
vaults in a place used, or intended to be used, and dedicated, for 

metery purposes.
7006. "Crematory" means a building or structure containing one or 
ire furnaces for the reduction of bodies of deceased persons to cremated 
mains.
7007. r xcept in Part 5 of Division 8 of this code, “columbarium” means 
;tri'cUire, room, or other space in a building or structure containing 
:!ics for inurnment of cremated human remains in a place used, or 
ended to be used, and dedicated, for cemetery purposes.
7IXJ8. "Crematory and columbarium" means a building or structure 
n taming both a crematory and columbarium.
7009. "In term ent"  means the disposition of human remains by 
irnment, entombment, or burial in a cemetery or, in the case of 
•mated remains, by inurnment, entombment, burial, or burial al sea as 
ovidcd in Section 7117.
7010. "Cremation" means the reduction of the body of a deceased 
rson to cremated remains in a crematory and the placement of the 
■ ■mated remains in a grave, vault or niche or burial at sea as provided 
Section 7117 of this code.

7011. "Inurnm ent"  means placing cremated remains in an urn and 
.icing it in a niche.
7012. "Entom bm ent" means the placement of human remains in a 
ypt or vault. «
7013. "Burial" means the placement of human remains in n grave.
7014. "Crave" means a space of ground in a burial park, used, or 
tended to be used, for burial.
7015. "Crypt" or "vault” means a space in a mausoleum of sufficient 

us,ed or intended to be used, to entomb uncremated human remains.
7016. "Niche" means a space in a columbarium used, or intended to be

used, for inurnment of cremated human remains.
7017r "Temporary receiving vault” means a vault used or intended to 

be used for the temporary placement of human remains. * .
7018. "Cemetery authority” includes cemetery association, 

corporation sole, or other person owning or controlling cemetery lands or 
property. r ,
. 7019. "Cemetery corporation," “cemetery association," or "cemetery 
corporation or association" m e\n  any corporation now or hereafter 
organized which is or may be authorized by its articles to conduct any one 
or more or all of the businesses of a cemetery, but do not mean or include 
a corporation sole.

7020. "Cemetery business," "cemetery businesses,” and "cemetery 
purposes" are used interchangeably and mean any and all business and 
purposes requisite to, necessary for, or incident to, establishing, 
maintaining, operating, improving, or conducting a cemetery, interring 
human remains, and the core, preservation, and embellishment of 
cemetery property, including, but not limited to; any activity or business 
designee! for the benefit, service, convenience, education, or spiritual 
uplift of property owners or persons visiting the cemetery.
— 7021. “Directors" or "governing body" means the board of directors, 
board of trustees, or other governing body of a cemetery association!*'- 

V • ~  7022. “Lot," “plot," or "interment plot" means space in a cemetery, 
3 v  usbci o r in tended  to be used for the interment of human remains. Such 

terms include and apply to one or more tlian one adjoining graves, one or 
more than one adjoining crypts or vaults, "or one or more than one 
adjoining niches.
• 7023. "Plot owner," “owner,” or "lot proprietor" means any person hi 
whose name an interment: plot stands of record as owner, in tne office of 
a cemetery authority. * ‘ ''

7024." "Permit for Disposition of Human Remains” includes "burial 
permit" and is a permit, issued pursuunt to law, for the interment, 
disinterment, removal, reinterment or transportation of human remains.

DIVISION 8. CEMETERIES

PA R T I. CENERAL PROVISIONS . . .
«

C h a p t e r  I. C e m e t e r y  D e f i n e d  . » =
y  ALOO.^ix or more human bodies being buried at one place constitute 

' 'r f tep lace a cemetery.

C h a p t e r  2. Va n d a lism  ,:i
8101. (a) Every person is guilty of a misdemeanor und punishable by

a fine of not less than two hundred fifty dollars ($250) nor more than one 
thousand dollars ($1,000), or by imprisonment in the county jail for not 
exceeding one year, or by both, who maliciously docs any of tne following:

(1) Destroys, cuts, mutilates, effaces, or otherwise injures, tears down, 
or removes any toinb, monument, memorial, or marker in a cemetery, or 
any gate, door, fence, wall, post or railing, or nny inclosurc for the 
protection of a cemetery or any property in a cemetery.

(2) Obliterates any grave, vault, niche, or crypt.
(3) Destroys, cuts, breaks or injures any building, statuary, 

ornamentation, tree, shrub, or plant within the limits of n cemetery.



'Xirv • BULtCMAIL- 
U'S'.'PO STAGE

.̂ .0 Wait* 
Permit N<u154 
Nojvprotit'pn).0070S2 

p e n n y  P o r r t  
6,5 m srpcE 
ANCHOWa g e ,

Hi
OPAG

A’. OMer Persons Action Group, lnc,>VoLti No. i l2  : December 1SS2

: .3i.*<';.»'*• A ,! *■ •■•• ,J
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Bankruptcy 
frustrates

r  .  . - . • .

cemetery 
consumers

• —  . ’ .• '  i H-' > > T

. by Rebecca Goodman v .
The gray-haired woman jostled 

, . through the packed courtroom  clearing 
> path for the dirabled man behind 

'  • her. He moved haltingly on his one leg 
'  w ith crutches, searching each row for 

. vacant seals. . . , ,

The pair had already spent a n ' 
■ hour winding up and down corridors 

and stairs as court officials herdrd con­
s u m e r s  through tw o courtroon s too 

small to  hold everyone.

It was standing room only in this 
big courtroom  too. The men and 
women had to  settle for vacant wall-

space to lean against. . i - r f 'V .a
During the next tw o hours they 

listened along with more ’than 100 
other consum ers to questions and 
testim ony in the bankruptcy proceed- 
Inga o f  the Valley Memory Cardens 
cem etery. , " ,  '  •>, -*

The man grew Impatient anil more 
agitated w ith every question. He mut- 
tered aloud: “ They act as though 
there’s nobody even buried out there... 
W hat's going to  h tppen  to my kids’ 
graves?" .  - . .

The audience exploded when one 
atto rney explained that consumers 
probably would lose not only their

. m oney, b u t also their cemetery plot.
.»  Several consumers shouted. *'We 
should've been warned If (hey weren't 
placing our money in to  trust accounts... 

^ Why a ren 't they filing criminal 
A  charges?"

Finally the man gathered his nerve 
and raised his hand to speak.

* “ I have some questions that I 
think every single person in this court­
room wants answered," he began.

. “ I bought land and headstones 
and vaults at Valley Memory and I 
have tw o  people buried there. I 
scraped together money and paid for 

Continued on pigs 9

Bankrupt Palmer cemetery’s fate still in limbo

Comotary bankruptcy efforts more than 1,000  consumers.
. I • *• —  .

. .j by Rebecca Goodm an
Sighs o f  relief swept across a 

federal courtroom  in Anchorage 
as nearly 100 older consum ers 

•• heard Judge Douglas Williams' 
decision to  delay for three 
Months abandonm ent o f  the 
bankrupt Valley Memory Gar­
dens Cemetery In Paimer.

4 "• . But consum ers' relief may 
be prem ature and, for som e, 

v  may never come.
There arc still n o  buyers 

ready to  take over the cem etery 
property , ‘ ■

Even worse, consumers who 
purchased pre-need funeral ser­
vices will probably never recover 
their money for those items.

The 90-day delay granted 
by Williams allows the state C on­
sumer Protection Office time to  
locate a buyer for the nine-acre 
cemetery.

Included in the bankruptcy 
case -the  biggest in Alaska's 
history in terms o f  num bers o f 
creditors Involved • -  are over 

_ , 1,000 consuipers_whp purchased
7?- ' plots " and pre-need funeral 

services from Use cemetery be- 
Iween 1966 nnd 1982. Many o f  
(hose consumers, frustrated and 
angry about their financial 
losses, sat thjough lung hours o f  
court heannf s lis t m onth  trying

if'■i.

to  figure out what happened to  
their money. 4

Court testim ony painted a 
confusing picture o r  cemetery 
mismanagement and com pli­
cated land deals. It was testified 
that: . I -  •

•  A ithur Richmond, as

cates o f  pre-arrangement" only.
. •  The ' cemetery was a 

major portion o f  collateral in a 
loan deal involving the cemetery 
firm, Arthur Richmond, and 
another businessman, Wayne 
Lofgien. They borrowed 
1300,000 from the Matanuska

See related stories, 

pages 8, 9, 10, 11 

Opinion, page 4

president and major shareholder 
o f  Valley Memory Gardens, Inc., 
neglected to pul consumers' 
money for pre-need services in to  
ind vidttal trust accounts as re­
quired by stale law.

•  The cemetery firm used 
tne proceeds from consumers' 
^re need sales to  buy more than 
40 acies r f  residential lo ll in the 
Matanuska Valley with the 
Intenticn of subdividing for 
P .io f lt .— _  -----------

•  Consumers’ deeds o f  
trm ts to  their cemetery plots 
weie no t, accotding to  Rich­
mond, legal deeds o f trust trans­
ferring ownership rights. The 
cemetery intended for those 
deeds to  be considered "certlfi-

Valley Valley Federal Credit 
Union to  finance a  new busi­
ness venture, then defaulted on 
the loan.

As the major creditor in the 
case, the Matanuska Valley 
Federal Credit Union could 
become the new owner o f  the 
cemetery In mid-February. 
However, the court is accom­
modating consumers by allowing 
the Consumer Protection Olfice 

,ant{ asiiitanl attorney general 
Connie Sipe a chance to locate a 
buyer for the cemetery by 
February 17, 1983.

If the credit union becomes 
owner. It is uncertain what 
would happen to  the cemetery 

Continued on p ig t 7
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‘Cemetery laws jn  this state are lousy’
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" I  d idn 't know  that my cern:- 

tery p lot came w ith  a 'consum er 

bew are ' tag attached to the deed ," 

said  one disgruntled o lder consum er 

invo lved in the V alley ' Memory 

C ard en s cemetery bankrup tcy , „ 

"B o y ! The cemetery law s in 

th is sta te  are lo u sy ,"  he fumed. . • 

ir As is reported elsewhere in th is 

. i s s u e , more t h a n - 1 ,0 0 0  A laskan 

consum ers are caught up in the 

Pa lm er cem etery's bankruptcy and 

stand  to lose all or nearly all o f  the 

m oney they have paid for cemetery 

lo ts and funeral services. Probab ly 

all o f  them would agree w ith  that 

assessm ent o f  A laska 's law s on 

cem etery.operation. ;

•The most startlin g  single th ing 

to  com e out o f the V alley Memory 

ca sc -a s id c  from the lo sses suffered 

by ind iv idua ls and fam ilic s - is  th is: 

As It stands right now, Alaska 
just doesn't even have basic laws 
regulating cemeteries.

It would certainly seem appro­

priate that the new state adm in istra­

tion  and the new leg islature address 

th is  lack  o f  consum er protection

law s as a top p rio rity .......................

T h is  present lack o f  law s w ith 

• teeth  in them h it consum ers three 

d iffe ren t w ays in the Valley 

M emory case: . " ' I . ' .  •

1. There are no  regulatory 

boards overseeing cem etery sales 

p ractices. .. . v / f t - -
_ A »  1. 'T h e re  .''ate , no dedication 
-V  procedures' ror'ccm eteries.* (P roce1-

du rcs th at w ou ld  recogn ize  cem e­

te r ie s as sp ec ia l pu rpose property 

and se t aside that p roperty  forever.)

3 .  T here  are no requ irem ents 

th at each deed in a b u r ia l p lo t m ust 

be recorded as p roperty .

T he  m ain  p ro b lc rn - la c k  o f  tcgu - 

la io ry  board s to oversee cem etery 

p ra c t ic c s -m ra n s  that there is no 

c lo u t beh ind  the few  cem etery  law s 

th at arc on  the bo o ks. 1 ,

F o r  exam p le , a 1 9 7 7  law  re­

q u ire s  that ind iv idu a l tru st accounts 

h r e stab lish ed  by cem etery  firm s to 

hand le  every pre-need sa le  o f  funer­

al se rv ice s .

In  the V alley  M em ory C ardens 

ca se , cou rt te stim ony  revealed that 

con sum ers' m oney fo r pre-need 

sa le s  w as held  for a short w h ile in 

a s in g le  co llec tive  tru st p rio r to 

1 9 7 9 . T hen , a s  a f in an c ia l squeeze 

h it the firm , the tru st m oneys, 

acco rd ing  to court te stim ony , were 

rem oved from  the tru st account 

arid d istr ib u ted  to general fund ' 

ac co un ts . C onsum ers' m oney van ­

ish ed .

C u rren tly , A laska has no 

s ta tu te s  to provide fo r regular 

ch e ck s on  e stab lish ed  tru st 

acco un ts o f  con sum ers' sa les fund s. 

It is  le ft to  the cem etery  f r m  to 

e stab lish  and m ain ta in  these tru st 

accoun ts A s evidenced in  the V al­

le y  M em ory G ardens b ankrup tcy , 

the requ irem ent to e stab lish  trust 
'accoun ts is  a w eak la w . Y : .*• !;

A1 t 'c o n d  prob lem  that 'hurt*

Valley M emory G ardens con sum ers 

was the lack  o f  ded ication  proce­

dures fo r cem eteries. D ed ication  

m eans that designated property  i s '  

recogn ized as a cem etery forever 

and cannot be abandoned . I f  som e­

th in g  happens to the property  to 

threaten its  cem etery s ta tu s, d ed ica ­

tion would provide for " re sc u e "  

and m ain tenance by the '.tatc.

••• In  the V alley Memory G ardens 

case, the cem etery w as viewed as 

com m ercia l property: 5 ,5 0 0

un so ld , unoccupied cem etery  p lo ts, 

In a loan  arrangem ent in 19 8 0  w ith  

the M atanuska V alley  Federal 

C redit U nion, ow ners o f  the cem e­

tery , used th is com m erc ia l value to 

ob ta in  a $ 5 0 0 ,0 0 0  loan . T he cem e­

tery w ith  its 5 0 0  occup ied gruvc- 

s itc s becam e the m ajor portion  o f  

co lla tera l for the $ 5 0 0 ,0 0 0  loan .

When the loan  was de fau lted  

upon, con sum ers who had pur­

chased p lo ts or had re latives buried  

in V alley  M emory G ardens w ere 

aston ished  to discover that in o n -  

gages cou ld  be made on cem eteries.

According to Connie S ip c , a ss is ­

tant atto rney  general fo r A laska: 

"N o one shou ld  ever be a llow ed  to 

m ake • m ortgages on cem eteries; 

th a t 's  w hy ded ication  procedures 

are im portant. We need to re struc­

ture the law s ."  . -7. / '

T he th ird problem  area n eed s’' 

atten tion  too: there arc no rcqu irc - 

'm encs that’ each deed to a bu ria l , 
p lot must be recorded as p roperty .» a » • < ,  . . .  , , ,  • .  • ,  "  A- e I1 \ I*'

r,tvV v
*U.,Hw/"

In  the V alley  Memory C ardens 

ca se , co n sum ers' p lo ts do not show  

up  in  the d istr ic t recorder's title 

reco rd s. T he  n ine-acre cemetery 

p ro p e rty  is recorded , but not each 

in d iv id u a l g ravesite . . ...

.,/ -There is  now  some question  

w h e th e r  con sum ers' deeds o f  trust 

to  th e ir  cem etery  p lo ts are actually  

lega l deeds.. In  court testim ony, 

A rthu r R ichm o nd , president o f  the 

cem ete ry  firm , stated tlint those 

deed s w ere fo r  "r igh t to future 

in te rm e n t"  o n ly . No ownersh ip 

r ig h ts  were transferred  accord ing to 

R ic h m o n d 's  testim ony ,

S in c e  there were no p lo ts re­

co rd ed  as property  in the d istrict 

re co rd e r 's  o ff ic e  and no law s re­

q u ir in g  such  a record, consum ers 

m ay* be the u ltim ate  lo sers in th is 

con tro ve rsy  over deeds.

In  com m en ting  on the case, 

S ip c , w ho  is  head o f  the sta te 's  con­

sum e r p ro tection  agency, said: >.

* " I n  m o st sta te s there is  more 

p ro tec t io n  for consum ers.

"M ayb e  w e can prevent th is 

from  hap p en in g  again i f  the statu tes 

are  changed  to  protect fu ture con­

su m e rs  o f  cem etery  services. Some 

good  m ay s t il l  com e out o f  th is 

c a se ."  f \ , Y  * .

' -'•:But th at w ill on ly  happen i f  

th e  state  adm in istra tion  an d ’ the 

le g is la tu re  ta ke  it upon themselves 
to  m ake  sure  that a Valley M cmoiy 

G ard en s case doesn 't happen rgain ,

Need information? Try GPAG’s directory
. R ecen tly  we attended a large 

m eeting o f  senior c it izen s where 

, partic ipants were urged to voice 

: the ir m ost pressing problem s.

« "T he re 's  no place we can go 

•' to get a ll the inform ation  we n eed ," 

said one woman to a round o f 

app lause.

-  * ?*• *r u m b  rhm »e r i n h f  **

lad y  seem ed to w an t, it does con ­

ta in  a w ea lth  o f  in fo rm ation  o f  

h e lp  to the sen io r c it izen .

T w o  yea rs ago the state D iv i­

s io n  o f  A dult and A ging Set ices 

gave OPAG a p ilo t p ro ject grant to 

p ub lish  the first d irecto ry , a 68 - 

page com p ila t io n  o f  agencies, pro- 

cram s. o rc an iza 'io n s  and business

r a t io n s  d irec tly  a ffe c tin g  sen io rs. 

These lis t in g s cover 8 9  d iffe ren t 

com m unitie s acro ss the state .

In fo rm ation  for the d irecto ry  

was gathered from a varie ty  o f  

sources, in c lud in g  local sen io r c it i ­

zen program s, local o rgan iza tio n s 

and sta te  ag ing o ff ic ia ls .

S en io rs have told us they lik e

" (T h is  i s )  one o f  the best pieces 

here becau se  it is ju s t  r ig h t ,"  he 

sa ir  o f  the bookle t. "Shape and 

co n ten ts  and hand ling all fit to­

ge th e r id ea lly ; heads (h ead lin es) 

v is ib le  at a g lance, c lear and inc i­
s iv e ."  ....... .

A gran t from  the M unicipality 

o £  A nchorage to OPAG included

.1
•nd
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Valley Memory Gardens:

Cemetery 20-year history reveals land deals
A legal tangle o f  questions 

remains to  be answ ered  about 
events leading u p  to  th e  Valley 
M em ory C ardens Cem etery 
b ankrup tcy .

T o  p u t recent even ts Into 
perspective, It's h elp fu l to  look 
■I be histo ry  o f  th e  cem etery , 
from  1962 to  present:
1962 -  A rthur R ichm ond  pur*

/Education

Responds to  tha educational 
needs o l njrel A iaskana.

•  C orrespondence stud ies
•  12  rural •<> centers
•  T uition w sivar fo r senior 

c irin n e
t

For in form ation c o n ta c t:
T ha Rural Ed cen te r nearest to  
y ou  or:
(DO7) 267-3310  A nchorage 
(007) 470-7222  Fairbanks

chased p rop e rty  for V alley 
M em ory G ardens C em etery  on  
O ld  Palm er H ighw ay. R ichm ond 
sold  lo ts , vaults a i d  funeral ser­
vices. l ie  testified  o u nn g  recen t 
c o u rt hearings th a t n o  pre-need 
services w eie sold  betw een  1962 
and  1966.
1966  -  V alley M em ory G ardens 
Is Inco rporated  Asaets conveyed 
In to  the  lim it .d  c o rp o ra tio n  in ­
c lude 2 0  acres w ith  shop b u ild ­
ings, house , equ ip m en t and 
cem e te ry . R ichm ond 's  sh are ­
ho lder in terest In the  c o rp o ra ­
tio n  Is, b y  his ow n  estim ate , 8S 
p ercen t. T here a r t  10 to  12 
o th e r  shareholders, all w ith  small 
In te re su  in the  c o rp o ratio n .

In 1966 R ichm ond began

A le rt issued to  locate  all creditors
D ie  S ta te  C onsum er P ro ­

te c tio n  O ffice  is seeking all 
con su m ers  involved in  the 
V alley M em ory  G u d e n s  
C em etery  b a n k ru p tc y  case.

So far the Pit has grown

to  over 1 .200 persons and U 
exp ec ted  ro  reach 1 .500 . The 
s ta te  office  is particularly  
concerned  a bo u t consum ers 
w ho  purchased services 
lo t i  from  the cem e te ry  then 
m oved ou ts id e  o f  A laska.

I f  you k now  som eone 
w ho bought c em etery  services 
and  m ay be  unaw are o f  th e  
curren t b an k ru p tcy  p roceed ­
ings, con tac t C onnie Sipe i t  
th e  C onsum er P ro tection  
O ffice, (9 0 7 ) 279-0428 .

o f  subd iv id ing  sn d  selling as 
residen tia l lo l l .

R ich m on d  testified  recen tly  
th a t  all p roceeds  from  sales w ere 
p low ed b ack  In to  the cem e te ry  
c o rp o ra tio n . V alley  M em ory 
G ard ens , Inc. to ld  the  c o n tra c ts  
fo r b o th  residen tia l lo ta  and 
c em e te ry  ploL* and  services to  

selling a p re-n iod  package p la n *  ih re e  financ* co rp o ra tio n s  In ex-

p lanned  to  use th e  loan  m oney 
fo r |H* p lan t.

Tl«c co lla tera l used  fo r that 
c red it u n io n  loan  Included the 
c em e te ry , a pp ro x im a te ly  22 
acres o f  adjacent p ro p e r ty  and 
co n tra c ts  from  cem e te ry  sales 
R ichm ond claim s th a t  no  a tto r­
ney  w i t  present d u ring  loan 
transactions. R ich m on d  also

Ju ne  1982 -  Bennie L eonard  
o f  A nchorage, a real e sta te  sales 
represen ta tive , is app o in ted  
trus tee  by  the  b an k ru p tcy  c o u rt 
to  take  p o u e u lo n  o f  all cem e­
tery  auc la  during b an k ru p tcy  
proceedings. Services b y  th e  
cem etery  w ere officially  h alted  
Ju ne  16, 1982. N o fu rth e r p a y ­
m ents w ere accep ted  b y  th e

th a t. Included  .a p k x • -vault, and ^ c h a n g ?  for cash  advances. T hei*  testified  th a t L ofg ten  pu t u p  no  • corpo ration  after th is d ate
. L J ' . .  ■ . 1 . . . .   « i__ .  - -  r n l l l l f  1 ,1  n f  h i ,  n u m  u . l  mm. l u l u  IO U V  - I I . . .  Uservices. T he average cost o f  " c a s h  advances ranged b etw een  

these  pre-need plans was S4,0 0 0 . 5 0  and  9 0  p erc e n t o f  th e  facn
A ccording to  R ichm ond , land  value o f  th e  c o n tra c ts .  A lthough
w as purchased b y  the corpo ra- n o  to ta l d o lla r  figure w as dls-
lio n  du ring  th is  period  and  b y * ' d o se d  In recen t te s tim o n y . Rich- 
1980  over 4 0  acres c f  land  had  m on d  testified  th a t the  cash  id -
been  acqulied  w ith  th e  purpose

• »!!•# 
•in.

S e n io r s ,  p ic k  y o t i r w l v w  a  
N E W , Y O U N G  l o o k  f r o m  
o u r  H o c k  o f  n o w l o o k  
f r a m e s .  L o t o u r  o a p o r t i  
h o lp  y o u .  A ll th i s  f o r  
1 0 %  o f f  f o r  y o u  f r o m  
a l r e a d y  lo w  p r ic o s l .

A laska Optical Serv ice
Moil O lder, Welcome

Lens I ’ r ices
Slnfilr
Bifocal*
Trifocals

«:>5
65
75

554 F a it 3rd 
IIox I& I7 6 6  
A u c tio n !* , A l t ik i  9 9 5 11 1 7 6 - 2 0 4 0

3 H : a  i a m  :b b b i i  

J O I N  OU R
#

a n d  r e c e iv e  1 0 %  o f f  
a n y  p r e s c r ip t i o n  

n o  c h a r g e  f o r  m e m b e r s h ip  
8  A la s k a n  S to r e s

vsnces fo r th ese  • con tract*  
a c c o u n te d  fo r  a '"significant por* 
l io n ’o f  V alley  M em o ry  G ard e n 's '' 
o p era tin g  in co m e . *
1977 -  D ie  S ta te  o f  A laska a- 
m ended  th e  A laska  C onsum er 
P ro tec tion  A ct t o  requ ire  th a t all 
funera ls  and  o th e r  services sold 
li) fam ilies o n  a p re-need  basis be 
fu lly  fu nd ed  In individual trust 
acco u n ts  fo r th e  benefits o f  
persons pu rch asin g  those  services. 
I97R  -  A cco rd ing  to  recent 
c o u r t  te s t im o n y  by  D ean E rich, 
V alley  M em ory  G ard ens ' i ;c te -  
ta ry - t r r i tu r c r ,  th e  c c ip o ra lio n  
had  a single collective itu sl 
end o w m en t acc o u n t In N ational 
Uank o f  A laska  th a t  to ta led  
a p p ro x im a te ly  S 2 0 0 .0 0 0  to  
S J0 0 .0 0 0  d u rin g  1977-1978 . 
E rich  fu rth e r  s ta te d  th a t w hen 
he becam e a c o rp o ra te  o fficer 
In 1979 , re co rd s  in d ica ted  that 
these  tru s t fu n d s  had  been  tran s ­
ferred  to  a g en era l a cco u n t.

1 979  — C o n su m er P to ie c ilo n  
O ffice  filed su it against V alley 
M em ory G ard e n s , Inc. charging 
th e  c em e te ry  w ith  six c o u n ti  o f  
frau d  In th e  sale o l p re-need 
funera l services. D ie  su it cha igcd  
th a t Valley M em ory  G arCens 
w as tn  v io la tio n  o f  th e  1977  law 
requ iring  tru s t a cc o u n ts  for pre- 
need  c o n tra c ts . . , 

A ugust 2 2 , 1 9 79  -  C onsum er
A u c t i o n  received sw orn 
d ep o sition  f ro m  A rth u r R ich ­
m on d  c la im ing  th a t ■ tru s t 
a cco u n t w as e s tab lish ed  fo r pre- 
need  services. N o  sum  w as d is­
c losed  In th a t  d ep o s itio n .
1980  -  D urin g  iccen l c o u r t 
h ea rings, R ich m o n d  testified  
th a t he w i i  ap p ro ach ed  b v  a 
loan  b ro k e r , W illiam  lu n g  and 
an  U m s to r , W ayne L ofg ren . in 
1980  lo  arrange a '5 0 0 .0 0 0  I >an 
for needed  o p e ra tin g  funds fiom  
the  11 .000-m em b er M atanuska 
V alley  F edera l C red it U nion. 
R ichm ond  c la im s th a t th e  cred it 
un io n  gave th e  cem e te ry  c o r­
p o ra tio n  5 2 5 .0 0 0 . p rom ised  It 
an o th e r  r w i

co lla tera l o f  his o w n , yet re­
ceived app io x im a te ly  5450 .000  
o f  th r  5 500,000  lo an . * ,fc • 

A ccording  to  c red it union 
a tto rn e y , Jan  O stio v ik y , Lof- 
grcn has paid  hack som e po rtion  
o f  th a t 5 5 0 0 / 0 0  lo an . A 'xo rd - 
mg to  R ichm ond , L o fc .cn  has 
’p a id  back  i  5 2 8 .0 0 0  Small 
Buiincsa A dm in istra tion  lo in  
h c lu d e d  in the  5 5 0 0 .0 0 0  loan
^iCk.Kt. 1 -• .............
January  1981 -  Dean Erich, 
secre lary -trea iu ier o f  VMG, Inc., 
testified  recen tly  th a t the  cem e­
tery  c o rp o ra tio n  h a d  a slngje 
trust acco u nt du ring  th is time 
that to ta led  app ro x im ate ly  
5 6 .000  lo  57 .0 0 0 . -

Ju ly  1982 -  V alley M em ory 
G ardena, Inc. filei for b an k ru p t­
cy  under C hapter 7 , w hich m an- 
dates the com plete  liqu id a tion  
o f  com pany  assets and  pay m en t 
d istribu tion  to  the  cred ito rs . 
S eptem ber 1982 -  Federa l 
bank ru ptcy  cou rt approves the  
m ollon  to  move V alley M em ory 
G ardens In to  C hap te r 7 b a n k ­
ru p tcy . All consum ers w ho  have 
purchased services from  ‘ th e  
cem etery  and received n o  - p e r ­
form ance”  on  (hose purchases 
becom e c red ito rs accord ing  to  
b an k ru p tcy  law.
N ovember 16, 1982 -  D uring 
abandonm ent hearings, a federal 
Judge gives a 9 0 d a y  con tin u an ce

. ...during fhls porlod...ovor 40 acres 
was acquired with the purpose of 

subdividing and selling residential lots

April 1981 -  T w o  years afrer 
It In itia ted  th e  su it ,  the  C on­
sum er P ro tec tion  O ffice  received 
a  consen t Judgem ent in  th e  1979 
suit against V alley M emory 
G ardens. D ie  cem e te ry  refused 
to  acknowledge any  w iongdoing. 
It la ter appealed th e  o rder lo  
re tio ic liv e ly  place all m oney  it 
h ad  received since Janu ary  1, 
1977 for pre-need services Into 
separa te  trust a cc o u n ts . The 
c em etery  c o rp o ra tio n  claim ed 
it was sufficient th a t all m oney 
was in  one  collective tru s t. 
S ep tem ber 1981 — Valley
M em ory G ardens, In c . files for 
b an k ru p tcy  u n der C hap te r  11 o f  
the U.S. b an k ru p tcy  code lo  
allow  for reorgan isa tion  o f  the  
corpo ration .
January  1952 -  T he  1981 
appeal b y  V alley M em ory G ar­
dens regarding the legality  o f  
estab lishing  a single collective 
trust fund  fails. The A laska S u ­
prem e C ou n  upho lds the  earli­
e r o rder ih a i pre-need paym ents 
m ust be placed in to  individual 
trust accounts.

to  allow  consum er cred ito rs  l lm r  
to  locale  a buyer fo r rhe c em e ­
te ry . This move delays ab an d o n ­
m ent o f  (lie cem etery  to  th e  
major cred ito r w ith  a secured 
(m ortgaged) claim , the  M ata ­
nuska Valley Federal C red it 
U nion. C onnie S ipe, assistant 
a tto rn ey  general, was given u n til 
Febiuaxy !7 , 1983 to  lo ca te  a 
b u yer for the  V alley M em ory 
G ardens cem etery . Sipe c o n tin ­
ued to  explore o p tions and b en e ­
fits o f  n a ilin g  a non p rofit 
cem etery  association o r e x p a n d ­
ing an  existing one. Sipe p lanned  
to  poll c red ito rs abo u t th e ir  
op in ions on  the n on-p rofit s u o -  
e lation  Idra In late N ovem ber.

N ovem ber IS , 1982 -  A rthu r 
R ichm ond appeared in c o u rt 
d uring  con tinuation  o f  the first 
creditors* m eeting T hiee  h o u rs  
o f  questioning  shed little  light 
on w hat h ipp en ed  lo  consumers* 
m oney. R ichm ond rcfuved to  
answer o r  failed to  recall n u m er­
ous details about th e  eventa 
that led to  the  bank ru p tcy

Where can I get discounts on prescription drugs? 

W e c a n  h e l p  y o u  f in d  Ih e  a n s w e r .
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Bankrupt Palmer cemetery’s fate still in limbo
C on tin u a l from  p ig s  I 
property . O ne o p tio n  o p en  to  
the  cred it union Includes u l e  o f  
the  cem etery  lands and  consoU- 
ia l lo n  of c u t t in g  p lo u  in to  a 
sm aller parcel o f  land.

MWc*ic hopin g  it w o n 't  
com e to  th a t ,"  Sipe exp la ined . 
~The State*! N o. 1 p rio r ity  In 
th is  c i te  is to  p tc v rv e  th e  cem e- 
tc ry  and the right to  peaceful 
b u rn t ."  • '  '  •

C o m u m en  m ust n o w  decide 
w hat op tions to  pu rsue  to  save 
the cem etery  and  existing  p lo ts .

Since It Is un likely  th a t a 
for profit cem etery  firm  w ould  
move in and  lake  over the  f in a n ­
cial woes o f  the  V alley M em ory 
G ardens cem etery , th e  c u irc n t 
focus is on n on-p rofit cem etery  
associations. •. t •

• T he  C onsum er h o le c l io n  
Of Ik e  Is exploring alternatives 
for non profit association! and  
U about to  p od  coniurnera  on 
those alternative*. * % k ,

" O n i a lternative w ould 
e x /a n d  an existing n o n p ro f i t  

 ̂ cem etery  auo c ta llo n . T he  o th e r  
w ould  form  an en tire ly  new  
n on-p rofit auo c ta tio n .

" F ro m  the  po ll, w e l l  d e ­
cide w hether consum eis feel th u  
ts w orth  pursuing and  h o w  m uch 
th ey 'd  be willing lo  spend  on  
m em bership  fees." Sipe said.

As fai as cou rt proceedings 
are concerned , m a n / questions 
rem ain unanswered.

R ichm ond 's questioning  
du itng  a rrcen i c red ito rs ' m ee t­
ing s’- r i  little  light on  w hat 

• a r * ^  . m pp en ed  lo  consum ers ' 
».H*oty. 1U refused to  answ er 
m any questions and o f te n  cou ld  
no t iccall a ruw en  to  o th e r  quea- 
lions.

A tto rneys fo r the  c i rd i to n  
tried  to  determ ine w hether any  
trust fund i were e itab lish tc  by

the  cem etery  fo r consum ers pie- 
need  accounts.

U nder a 1977 am endm ent 
to  th e  C onsum er P rotection  A ct, 
funera l d irec to rs  are required to  
p lace in to  Individual trust 
a cco u n ts  all funds fo r funerals 
and  o th e r  services sold on  a p re­
n eed  basis.
* i C ou rt te stim o ny  from  Rich­
m ond  revealed th at one  collec­
tive tru s t m ay  have been  estab ­
lished som etim e p rio r to  1979 
and  m ay  have con ta in ed  a to tal
o f s lo o .o o o .

.'V ccrelary-ticasuier o f  Val- ., 
ley  M em ory G ardens. Inc., Dean 
E rich , testified  th a t those trust 
funds were transferred  In to  , 
general acco u nts  som etim e after 
1979 . v . , , w

,N • ’ T h e  cem etery  firm  operated  
, fo r years as •  land  developm ent 

c o m p a n y , accord ing  to  a tto rney  
fo r the  tru s tee , C ab o t Christian-

.se.’"**!*'!)*•••• n»- 
N "T h e  cem etery  was really 

o n ly  a small part o f  the  lands 
ow n ed  o u t th e re ,"  Christianson 
u id .  “ T here 's a  38-acre subdivi­
sion . a n d  p roperty  all over In 
the valley being foicclosec* upon .

" I t  appears th a t the  c o rp o r­
a tion  took, consum ers ' m oney 
and p u t it in to  undeveloped 
lands w ith  the hopes o f  big 
m on ey  from  tales o f  irsiden tia l 
lots,'* h e  added .

O ne o f  consum ers ' biggest 
con cerns  is w he ther their deeds 
o f  tru s t to  c em etery  p lo ts  are 
ac tu a lly  legal deeds w ith  owner- 
ih lp  i t j h u .  . 7 > \ , .

A cross the  to p  o f  m oil 
deeds issued a fte r  1966 aie  If s 
w ords “ deed  for right to  be 
In te rred ."

There are no  seals o r  stamps 
on m o il deeds, and  R ichm ond 
claim s th a t the cem etery  c o n ­
sidered th e  papers “ certificates

o f  p ie  arrangem ent* ' o n ly , w ith ­
ou t n g h ti  o f  ow nersh ip

The cem etery  lo ts  do  n o t 
show up  In the  p ro p e rty  recurds 
by the  d istric t reco rder, and  It 
would appear th a t th e  deeds are 
no t considered  accep tab le  p ro p ­
e rty  deeda.

In  a  sim ilar case In Washing­
ton  c ou rts , certifica tes o f  p ie- 

ju ian g cm en t w ere n o t consid ­
ered  by th e  co u r ts  as real deeds 
o f  t a u t .  .. *.» ' ,v,.; r

Som e fu tu re  ru ling  on  the 
' legality o f  these papers m ay  be 
t necessary . If abandonm ent 

proceedings a r t con tin u ed  in 
m id-F ebruary . . . ,-v •
•y.s The cou rt-ap p o in ted  trustee  
for the case, Bennie L eonard , an 
A nchorage teal c i la te  rep resen ta ­
tive, Is curren tly  review ing all 

# claims against tha  cem e te ry . .« 
The biggest single claim  la 

held  by  the  M atenuika  V alley 
^ F e d e ra l C red it U nion  for Its 

* 500 ,0 00  loan to  R ichm ond , 
the  cem etery  and L ofg ren . ■ •••»,. 
j r „  U nder b an k ru p tcy  laws, the  

cicd lt u n io n 's  claim s take  priori- 
,  ty  over all consum ers ' c laim s.

Leonard and a tto rn ey s  In 
the  casr are a ttem p tin g  to  piece 
together w liat h ap p en ed  in  1980 
w hen the loan  deal w as arranged , 
then  defau lted  up on .

. R ichm ond said th a t Lofgren 
Intended to  Invest the  loan 
m oney In a new  fish processing 
plant In Falm er. R ichm ond  said 
lie received S25.UOO o f  the  loan 
and  a "p ro m ise"  o f  ano ther 

, S ? 5 ,000 to  be handed  over in  u x  
m onths. .. /  *

A ccording to  R ich m on d 's  
testim ony , Lofgien paid  o f f  a 
SI'8 .000 Small Business A dm ini­
stration  loan , bu t end ed  up  w ith  
the remaining S400 .000 .

;r Credit un ion  o f lk i i l s  tepo rl 
tha t rom r p o rtio n  o f  th e  loan

Cemetery
president
Richmond
P resident o f  V allay 
M em ory Cardan* cerra- 
la ry . A rth u r R ich m on d , 
has bean  an  elusive 
f ly ire  th ro u g h o u t b an k ­
ru p tcy  proceedings. 
R ichm ond  tr ied  • u n ­
successfully  • to  dodge 
•  Senior V oice  p h oto - 
gtapher p rio r to  h h  ap ­
pearance a t a  recen t 
c red ito rs ' m astin g  In 
tha  fe d e ra l B uilding In ‘ 
A nchorage. -Vi-V tu u r.wwxms'

m ay n o t be  resolved for ano ther
six to  12 m on ths. f . , .*

. . .  . . .  In  the m eantim e, consum ers* A tto rn ey s  c o n tin u e  lo  a t -  •• •»  , • - . .  V  .. , . a r t  being  inform ed o f  proceed-plore the  loan  a u a n g e in e m .a n iL w . - -  :- * . .  ••wv ^ n p  and requested  to  retu rn
th e  q u ea llon i su rro u nd in g  th e  ^  ^

was paid  back  b y  L ofg ren . No 
o th e r  details w ere icvealed.

A tto rn ey s  c o n tin u e  to  a t -

signing o f  p apers. R ich m on d  u i d th e ir  op in ion  polls on the  m ilte rIIIII UIU f .  _ .o f  fo rm ing  a non  profit auocta- 
p resen t s  .. % -
r , i . i n . .  "°n- • . . . .

t l u t  no a t to rn e y  was
d u rfn , t h ,  a m in e  P ,o c « d u ,e , n l f  ^  ^
jnd l.« n .,n lto n « d . n u m b e r o f .  n K d  fo , m m t '  ltc tll)n  fol
"prom ises that w eir  never
p laced  In w riting.

N o crim inal chaiges have 
been  filed in th is  case , b u t the  
d istric t a tto rn e y  is fo llow ing  the  
p roceedings. H

A ccording to  S ipc, th e  case

consum ers,”  Sipe u id  “ Some 
th ink  th a t we over-regulate, hu t 
it shou ld  be  know n th at Alaska 
lacks som e basic laws for c o n ­
sum er p ro tec tion  In th is  area 
We n eed  lo  com pletely  re s tru t 
lu re  c rm ite ry  laws in th is s tate /*

Questions about deeds, trusts, 
money and laws surround case
Fdltor'i note: Piroughout 
bankruptcy hearing! for the 
"ille y  Memory Cardent 
itmeter>. omiumm have 
tiwtxlcd to undent and what 
happened. They want to 
know where their money 
went, whether their evntroctt 
will be honored, whether 
criminal charger wilt be fded 

.and what the ilate cemetery 
Lw i cover. Senior Voice 
tackled aruwen to thou 
qunliom and more. . .

O ' W lu t happened  to  con- 
ru m en ’ m oney? W hit did V alley 
M emory Gar dens do w ith  pre- 
need funeral service paym ents?

A: A rthur R ichm ond , presi­
dent o f  Valley M em ory G ardens. 
Inc., has refused to  answ er th ine  
questions. F rom  court testim ony  
of o ther w itnesses, how ever, It 
* fpean that the cem etery  took  
tonsum cn* m oney and , .a th e r  
than pU cm t H in to  »c.»T_

th rough  and  invested m oneys 
were lo st.

Q IXs w r  have legal deeds 
o f  tru s t w ith  ow nersh ip  rights lo  
our cem e te ry  p lots?

A: A ccording  to  C onnie 
S ipe , assistan t a tto rn e y  general,

vidual trust deposits fo r every 
consum er purchasing pre-need 
funeial services. Tlie 1977  laws 
do no t cover cem etery  spaces, 
Just p re-pait p lans.

. Q; Will cilm lnal charges be 
filed agalsst R ichm ond  o i o the rs?

th e  deeds h eld  by  consum ers . V *  A: T o  b rtng  'c r im in a l
m ay n o t actua lly  be deeds. M ost charges against R ichm ond  w ould 
o f  the  deeds are titled  “ deed- requ ire the involvem ent o f  the
fo r In te rm en t r igh ts ."  R ichm ond 
u i d  In c o u r t th a t those  deeds 
w ere p re-arrangem en t rights, not 
ow nersh ip  rights. I t  icm a in t for 
th e  c o u n ts  to  figuie o u t  w hat 
consum ers ac tu a lly  have in those 
"d ee d s ."

Q : W hy a ren 't  th e  cem e­
te ry  lo t i  reco rded  as deeds o f  
fiua t?  '  • '

A: A pp aren tly  s ta te  law 
d oes no t requ ire  deeds to  burial 
p lo ts  to  be reco rded  a t p rop erly . 
P rop erty  reco rd  o f  cem etery  lots 
d oes n o t show  u p  in the  official 
t id e  reco rds. Burial p lots are no t 
accep ted  b y  th e  d istric t reco idcr. 

n- •• • •______

district a tto rn ey . C urren tly  th?  
distric t a tto rn ey  Is reviewing the 
m ilte r .  It w ould  have to  be 
show n that R ichm ond lo o k  cor- 

Continued on pass 9
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far h drlkloua dinner Include* you# cbokc of >oup or eaUd and 
a dinner rol or garlic toast. (Dinnera «Hh potatoes offer a cSolce 
of french fries or whipped potatoes and gravy) These specials 
•  * i . i  art lor pel sons 36 years of age and over.

• • • r .  *
D ..p - f ' .1 .- in .h  P U l.t Ti . . . . . . . . ' . . ' i . ' . . " . . : ...........3 .9 5
Served with hot vegclablea and ch<»k« rf french fries or whipped

Hearty beef afrw served e/i casserok. ' .  * •  ^

Frtwd c h i d e s . . ,  .  ;.*s . : » ; !  //. . 3.93
Two crispy pieces. Served with hot vegetsbks and choke of 
ftench fries or *hlpi*dpol#lof» and grav? * *

SpegtM tU ■nd M e a fh a lla  •  •  « •• i .» m ? ! , t m i i I 'm . ) . 4 S
Topped wtlh a rkhhalUTStyW sauce and served with hot vegetabks.

B a s il TUrluve   ................................................................?•?•* •• . ' . . . 3 ^ 3
Topped with gravy and served with dressing, hot vegetabks and * \  -  
cianberry sauce. . .  .  w’

G r i l l e d  Hans'. ! ................................................   3 .9 3
Served with sliced peaches and ennke of french fries or whipped 
potatoes and gravy . , .  . . g  r .’. - i V ,

A v a ilab le  3  P M -9  PM .
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Few alternatives left for cemetery creditors
l l 'f  a hard  lu m p  to  swallow.
No one likes being ' npped  

o f f "  And no one likes ./>< idea 
o l plunking d ow n  m ure m oney 
ju il lo  hang o n to  w hat he or 
sh : a lready o w n t.

But t h i t ’i the problem  
facing over 1 ,000 Anchorage 
area consum ers, m ostly older 
persons, a t a  lesu lt o f  the Valley 
M emory G ard tn s  bankruptcy  

•ca se . V .
71*  cem etery ’s bank ru p tcy  

U shaping u p  to  be w hat the 
In te rnal Revenue Service calls a 

." to ta l ly  w orthless bad d eb t.”  
Creditors w ho  paid as m uch as 

- .th ou sand s o f  dollars fo r lo ts  and 
| services m sy  end  up  w ith  Utile 
o r  no th ing . ••.

n So  w heie  doe* th at leave the  
‘persons w ho paid  for cem etery  
services o r  lo ts? What a lterna­
tives are th ere  for recouping 
losses o i p lanning new  funeral 
arrangem ents? . . ..j . . .

For th ose  consum ers w ho 
’ paid  only  for funeral lervicci, 

b u t no t fo r lo ts , there Is Uttle

hope o f  recovering n ny  m oney  
ow ed  th em  by  the  c em e tery . 
A bout th e  on ly  alternative  
these consum ers have ts a p os­
sible tax  w rite -o ff foi bad  d eb ts .

A ny consum er involved in 
the b an k ru p tcy  case w h o  w an u  
to  know  w hat ihetr lax  w nie - 
o f f  o p tio n s  are should  caU th e  
In ternal R evenue Service foi 
pub lica tion  548 ‘’D eductions 
for Bad D ebts.”  CaU 27 6-1 0 40  
o r  w n ie  the  I H.1*., P .O . Box 
1500, A nchorage 9 )5 1 0 .

A ccording  lo  tax  specialist 
M ane L o u a n o , "C onsum ers will 
have to  prove th at th eir  c o n n e c t  
w ith  the  cem etery  U w oith lcss 
and a m ere  b an k iu p tc y  d o esn 't  
prove th a t i f  i  w orth less.”  • 1

In  o th e r  w ords, to  file  c ap i­
tal lo t i  d ed u c lio n i, consum ers 
will have to  w ait u n til  final 
d istrib u tio n  o f  ix seti has been 
m ade a t the  end  o f  th e  bank- 

■ rup tcy  heatings tlx  lo  12 m on th s  
from  now . . ... . ,

For con tu m ers  w t o  p u r­
chased ccrm dery lo ts , th e  alter-

ry

All y°ur
•f’ Christmas needs
Ribbons

Paper
Decorations

Gifts
Cards

■Film

Longs the place to go 
Where everybody saves ■ -
s  300  E ,I |  N o n h .m  L iflho DI«J. % • 

" 001 Em  Oimrnil BI*J. • ■'

E E B S B B s a a

^ ) v v -■ n e z d  

■■ Mutual Cave P2ms
M utual o f  O m a h a 's  M utual C a ic  P lus h c lM  

y o u  p a y  w h a t M e d ic a te  d o c a i  ' p a y  P t a a d r s  b e r a ­
t e  lot h o sp ita l-sk illed  n u r-ju g  facilities  e x p e r .s c s J  
It e v e n  p ro v id e s  b e n e f i ts  for c o n f in e m e n t  in  a  
c o n v a le s c e n t  o r  n u rs in g  facility  n o t  c e r t if ie d  try 
Medicare

G et full ( a c ts  o n  th is  im p c n a n :  p r o te c t io n  
A sk  o u r  local re p re s e n ta t iv e  t o  c o n ta c t  y o u  to d a y

m R ichard  L  (W hin) W hin in jio n
M u t u a l

M o rt)  t h a n  1 0 0  c o n s u m n r s  o w e d  m o n e y  b y  t t i a  b a n k r u p t  V a lle y  M e m o ry  G a r d e n s  
C e m e te r y  l in e  u p  o u ts i d e  f e d e r a l  c o u r t r o o m s  in  A n c h o ra g e  d u r in g  e  r e c e n t  n lw irx ion - 
r r s n t  h o a r in g .  T h e  c r o w d s  w o re  s o  la rg o  t h a t  c o u r t  o f f ic ia l s  h a d  t o  m o v o  h e a r in g s  t o  a  
la rg e r  c o u r t r o o m .  In v o lv o d  in  t h e  c a s e  a r e  s o m e  1 ,0 0 0  c o n s u m a n  w h o  p u r c h a s e d  p lo t s  
a n d  p r e - n e e d  f u n e r a l  s e rv ic e s . - - • .
n s t l .e s  look m ore  positive.

I f  th e  S ts te  o f  A laska C on ­
sum er P ro tection  O ffice 
manage* to  locate a buyer for 
th e  cem etery  b efo ie  F ebruary 
17, 1983, |N : federal bank- 
ru p tc y  cou rt will n o t abandon  
th e  cem etery  lot to  the m ajor 
c red ito r , the  M atanuska V alley 
F edera l C ied it U nion.

But finding a buyer w on 't 
be e a ty . It U unlikely  that a for- 
p ro fit ccinelerv  w ould agiee 
lo  la k e  over V alley M cm oiy 
G a id e n i. H  e legal and  financial 
com plica tion! alone w ould 
p rob ab ly  prevent such  a b u si­
ness from  being a profitable 
en te rp rise .

F o r th a t reason , th e  C on ­
sum er P ro tec tion  O ffice is ex ­
p loring  (w o alternatives Involv­
ing non-p rofit c em etery  auocl-* 
a tio n i.

The tw o a lternatives In­
c lude expand ing  an ongoing 
n o n-p rofit cem etery  a s io cu - 
t lo n  such as Angelus M emorial 
P a rk  in  A nchorage, o r  form ing 
an  en tire ly  new  non-p io fil 
associa tion .

E ither w ay, all consum er 
c red ito rs  w ould be  asked to  jo in

the  a iso c u iio n  fo r a m em bersh ip  
fee that w ould  cover equ ipm en t 
and c a te tak in g  costs fo r the  
c rm c le ry . M em bership w ould 
n o t be lim ited  to  those  who 
purchase ! In is a t Valley M em ory 
G a id rn s . anyone could  jo in .

A new  non-p rofit cem etery  
a su x ia tio n  w ou !j require only  
five m ern b en  to  fo rm  and w ould 
be p erm u ted  to  o p era te  cem e­
tery  land  so th a t people w ho 
have p u d  fo r p lo ts  could  sllU be 
buried  th e re  In the p lacet ilray 
have a lready  paid  for.

Confiia S ipe, assistant 
a tto rn ey  general w ith  the  C on­
sum er P ro tec tion  O ffice, Is 
c u rren tly  po lling  all c on su m ed  
Involved in the  case to  deter- 
nurse th e ir  in terest level in 
fo nn ing  a n on-p rofit association. 
Sipe also  w an ts to  find o u t  how  
m uch consum ers w ould be  w ill­
ing to  p ay  for association 
m em bersh ip  fees.

- I t ’s o p  to  the  consum ers to  
le t me k n ow  w hether th ey  th ink  
th is  Idea b  w orth  pursu ing,” 
S ipe u i d .  "A  n on  p rofit cem e­
te ry  associa tion  is really th e  best 
deal w e can  w ork o u t.”

F o r consum ers w ho w ant to

begin again to  p lan  funeral 
arrangem ents, one ‘ocal con 
lum er-run , n o n-p rofit society 
assists consum ers in  funera l pre- 
a rrangem ent details.

W hether y o u ’re in te rrs ied  in 
crem ations, simple cerem onies 
or e laborate  services, the  C ook 
Inlet M em niiil S ocie ty  offers, 
for a 110  one-tim e m em bership  
fee, the o p p o r tu n ity  to  com pare 
cost levels o f  various funeral 
services and  a rn n g e  through 
the socie ty 's  c o n tra c tu a l agree­
m ent w ith  a local funera l d irec­
to r  som e o f  the H  vesl-co ti ser­
vices available in the  A nchorage 
a irs .

As a new m em b er, y o u  aie 
asked to  fill ou t a sim ple form  
gM ng instructions to  your fam i­
ly and /o r  funeral d irec to r  spell 
ing ou t caac tly  w ha t you  want. 
A copy  o f  your fo rm  is k ep t on 
fde w ith  the so c ie ty  and with 
the funera l d irec to r.

F o r m ore in fo rm atio n  about 
C ook In let M em orial Society , 
con tact Prerq G azaw ay , presi­
den t, a t 277-2073  o r  w rite  CIMS. 
P.O. B ox 2414 . A nchorage, AK 
9 9 5 1 0 . ■; -  .

Glossary spells out explanations 
of bankruptcy legal terminology
C hap te r  I I  b an k ru p tcy  -  B ank­

ru p tcy  laws are federal laws 
1 th a t pre-em pt all s ts te  laws. 

}  .C h ap te r  11 is corpo rate  re ­
organ ization  and  allow s a 

* co rp o ratio n  to  evaluate 
th c ii s itua tion  and tecover. 
If possible.

C hap te r  7 b an k ru p tcy  -  C hapter 
7 bank ru p tcy  is com plete  
liq u ida tion  o f  assets w ith  no  
h o pe  o f  reorganization . All 
assets sre taken  and divided 
up  according lo  federal 
b an k ru p tcy  law. Valley

federal c >urt judge  In ■ 
b an k ru p tc y  case to  s lop  a l l '  

‘ a ctions b y  the c o rp 'r a t io n . 
It is th e  tru s te r’ »onsi- 
b flity  to  figure c  now  to  
pay the  biggest cred ito rs 
and legally p roceed to  pay 
ofT d eb ts .

C r rd i to n  -  There are tw o  so rti 
o f  c r rd i to n ,  those w ith  se­
c u red  claim s and those  w ith  
unsecu red  claim s. T he cred it 
un io n  is the  m ajor cred ito r 
in  th is  case because it has a 
secu red  (m ortgaged) claim 

^  «•* »h*> rem e ie rv  fo r Its

. the  cem etery  and  a ie  now 
ow ed m oney  because the 
cem etery  e ith e r  lost theu  
m on ey  o i failed  to  peifo itr 
on  consum ers ' con trac ts .

C r rd i to n ' C om m ittee  — Crour 
^  o f  five consum ers nonu 

n a tc d  b y  llie  . consum er 
them selves to  supervise ih> 

." tru s tee . T he cred ilo n*  com  
* m il lee m ay call creditors 

m eetings for th e  purpose e  
' !  gathering in form ation  

C red ito rs ' m eetings are no  
a tten d ed  b y  federal cour 
judges, .



Valley Memory Gardens:

Bankruptcy frustrates consumers
Continued from pa^a I 

c v try fh m g -S I  2 .000  fo r all o f  it. 
My q u eitio n  U .d o  I ttiU  have it?

"A nd  if  m y k id t  have to  be 
m oved, w h o 'i  going to  pay  fu r it 
and  who in ihc  c o u r t w ill o ider 
It? And w hy isn 't th e  ju dg e  here 
to  hear th is?"

The a ltu rn e y i g lanced  at 
each c 'h e r ,  n o t k n ow in g  where 
to  begin to  tack le th e  m an 's  
barrage o f  q uestions.

breaking the  u n co m fo rtab le  
silence. C andy  Pow ers, c lerk  o f  
c o u n ,  answ ered h is U :t  q u es­
tion  fu st. ’

r "D uring  the first m ee tin g  o f  
cred ito rs, the  b a n k iu p ic y  cou rt 
opera tes w ith o u t th e  b an k ru p tc y  
Judge. Please u n d e rs tan d  th at 
th is  Is o n ly  Use beg inn ing  and  It 
d oesn 't happen  very fa s t,"  
Powers said.

The m an  on  c ru tc h es  never 
d id  gel any  teal answ ers lo  his 
questions u n til the  proceedings 
ended . .

* t T ha t's  w hen  C on n ie  S ipe, 
assistant a tto rn ey  g en era l, look  
over the task o f  field ing  q u es­
tions fiom  fru s tra ted , con fu sed  
consum ers.

"This is going to  get m ore 
legally com plica ted , b u t  ! will 
keep you  in form ed o f  every th in g  
th a t h appens,"  Sipe p rom ised .
. i  *To answ er y o u r q u es tio n s ,"  
Sipe nodded  to  th e  m an  on 
c rutches, " th e  deeds h e ld  by 
consum ers m ay  n o t a c tu a lly  be 
deeds; it b n 'l  a b lack-and-w hite  
Issue.-. . -  ,

"W e're try ing  to  figure ou t 
w hether those papers are p rom ­
ises fur in term en t righ ts  o r real 
deeds o f  ow nership . We figure 
9 0  percent o f  the  con su m ers  
d o n 't have any real d ee d s ; they  
have pre-arrangem ent c e r tif i­
cates."

C onsum ers w ho  h ad  begun 
(o leave the co u r tro o m  at the  
end o f  proceedings d rew  closer 
to h c a rS ip e 's  rem arks.

"A n d  as to  the  rem oval o f  
bodies,"  Sipe c o n tin u ed , " th e  
stale is in oppo sition  to  rem oval 
o f  anyone from  th a t cem e te ry . 
We can prevent th e  aba n d o n ­
m ent o f  the  cem etery  If  w e start 
a  non-profit cem e te ry  associa­

tio n  ru n  by consum ers. You 
m ust all show up  at the  next 
aban d o nm ent In an n g  to  lei the 
judge  know  how  y ou  feel. The 
s ta te  ag .ees w ith  consum ers; the 
cem etery  should no t be  aban­
d o n e d ."

T o  help consum ers under­
stand  the  proceedings o f  the 
b an k ru p tcy  hearings, Sipe has 
issued sum m aries o f  events to  
over 1 ,000 consum eri owed 
m on ey  by  the cem etery  firm.

;* D uitng  the  c red ito rs ' m eet­
ing, Sipe p atien tly  answered 
several dozen questio ns  b y  con ­
sum ers.

O ne o lder w om an asked: 
•"W hat happens if  I die to m o r­
ro w ?"

• ..  * S ipc  replied: "N o  one can 
be b u ried  in th a t cem etery  right 
n ew , every thing 's in lim bo. 
A bou t all 1 can  say Is 't ry  no t to  
die fo r aw h ile .'"

A nother w om an asked: * 
"W h n  we rard it was no longer 
a so und  business we stopped  
o u r paym ents in to  the pre-need 
acco u n t. Valley M em ory w ent to  
a collections agency and they  
tried  :o  rum  o u r  cred it rating. 
All we w anted w as to  he  sure 
that It was i  sound  business. 
W ho w ants to  pay  for som ething 
th ey  w on ’t ever - *t to  use?"

Sipc explained how Valley 
M em ory took  its consum er con ­
trac ts  to  finance corporations in 
exchange fur cash advances for 
a b o u t 6 0  percent o f the  face 
value o f  the con trac ts .
* -  "E ven  If ■ business sells a 
p ay m en t to  s  t lu n l p arty , you 
still d o n 't  have to  pay th a t third 
p a rty  if  the original con tract was 
b ro k e n ,"  Sipe add ed . "Y ou  can 
see h o w  com plica ted  each indi­
v idual case can becom e "

O thers com plained  about 
n o t being  no tified  o f  the b an k ­
ru p tc y .

"1 w asn’t even aware o f  the 
p ro b lem ,"  u i d  one m an. "M y 
w ife d ied  last spnr.g  and 1 
o rdered  a h eadstone tr» Ju ly . My 
check  was cashed by  the cem e­
te ry , bu t no headstone ever 
show ed up . 1 got no th in g ."  , •'

A no th e r consum er re ­
m arked , "R ich m on d  gave me

inform ation  saying that V alley 
M em ory C ardens belonged to  a 
national cem etery  o rgan i/Jiio n  
and if we purchased services 
w ith  htrn, those w ould be tran s ­
fe ra b le  to  o ther cem eteries. I« 
th a t so ?"

Sipe prom ised to  ask R ich ­
m ond th is question  and did so 
during a second c red ito rs’ m ee t­
ing. C ourt testim ony  revealed 
that despite thr 150 annual 
dues required for i c rn b e tih ip in  
the national cem etery  o rgan iza­
tio n , abou t the o n ly  guarantees 
provided were fo r yearly ce rtif i­
cates lo  post on the  cem etery 's  
office wall.

O ne m an listened a long 
whJi? to  the questions and  
answ ei:, then held  up  h it deed 
and u id ,  "111 sell th is to  a n y ­
one w ho w ants it - r e a l  cheap ."

.  T hcte  was iittle  laughter.
Sipe summ ed up  the feelings 

o f  consum ers by  u y m g  
* "We need big im provem ents 

in th e  ccm eiery  laws. Too m any  
consum ers have spen t conudera- 
l i e  sum s o f  m oney  and have no  
hope o f  ever recovering it.

Tliis is th e  hardest and 
u d d e s t case I've ever dealt w ith ."
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Visitor lays w reath a t military honor memorial at Vallay 
Memory Garden, Cem etery. Over 500 pcnon , are buried 
in the nino-acro Palm er cemetery.
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Questions surround use 
of money, deeds, trust S
C ontinued from  page 7 . '  .* p rio iity  undc i b an k ru p tcy  law.
I ora t c funda and used th e m  for 
personal m e t fo r any  crim inal 
charges to  be  filed . R ich m on d  
kivrsted funds for c o rp o ra te  uses 
in the docum ents review ed  by 
the  c o u rt. . ..

\ l  Q: W »o a r t  th e  m ajor 
creditors : : w ith  o u ts tan d in g  
claims against th e  cem etery  
p roperty?  • .

A: T hose  w ith  secu red  or 
m ortgaged claim s in d u d e  »he 
Matanuska ValJey F edera l C redit 
U nion, S5 00 .000  lo a n ; A lu k a  
Pacific Bank. SI 5 ,00 0  lo a n ;  Na- 
t in m l Bank o f  A U \ka. $ 1 0 ,0 0 0

Q: W hat will happen  i f  the  
crmete,*y Is abandoned  to  the 
Mat?nus>.a V alley Federal C redit 
Unic n , tlu* la gest cred ito r?

A : T h t  c red it union is 
un der ob ligation  to  its share- 
hoi Jen  to  get the  m ost m oney  
possible fror.1 p roperly  and 
investm en ts. T ha t obligation 
m ay  also app ly  to  the  com m er­
cial vraluc o f  the cem etery  p ro p ­
e r ty . In th ree  sim ilar cem etery - 
aban d o nm ents  in  the  S tate  o f  
W ashington, the  cem eteries were 
con so lida ted , bodies exhum ed

 1 .»»’— •
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We would like to thank the"' . 
people of A laska for' their ~ ’ 

support on Novem ber1 : W e  j 
pledge, to work in 'unity with 

S '- people all over the state to ■'}&+ 
j r  make }uneau the best possible :

;i:: capital for Alaska.
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M E M O R A N D U M
F e b r u a r y  13, 1 9 8 4

S U B J E C T :  S e c t i o n a l  a n a l y s i s  o f  H B  5 6 9

TO: R e p r e s e n t a t i v e  R a n d y  P h i l l i p s

F R O M :  E d w a r d  H. H e i n
L e g i s l a t i v e  C o u n s e l

S e c t i o n  1 a l l o w s  a n o n p r o f i t  c e m e t e r y  to i n c o r p o r a t e  u n d e r  
A S  1 0 . 2 0  as a n  a l t e r n a t i v e  to f o r m i n g  as a c e m e t e r y  a s s o ­
c i a t i o n .

S e c t i o n  2 a d d s  c l e a n - u p  p r o v i s i o n s  n e c e s s i t a t e d  b y  s e c t i o n  

1  # '

S e c t i o n  3 e x p a n d s  to w h i c h  a c e m e t e r y ' s  e n d o w m e n t  f u n d  m a y  
b e  p u t  to i n c l u d e  i m p r o v e m e n t  o f  t h e  g r o u n d s ,  b u i l d i n g s ,  a n d  
l o t s ,  a n d  t h e  r e p a y m e n t  o f  d e b t s .

S e c t i o n  4 a d d s  c l e a n - u p  p r o v i s i o n s  n e c e s s i t a t e d  b y  s e c t i o n  

1  •

S e c t i o n  5 e x p a n d s  a n o n p r o f i t  c e m e t e r y ' s  a u t h o r i t y  b o r r o w  
m o n e y  to c o n s t r u c t  a n d  r e p a i r  b u i l d i n g s  a n d  m a u s o l e u m s ,  to 

p u r c h a s e  o r  l e a s e  e q u i p m e n t ,  a n d  o t h e r  p u r p o s e s .  S u c h  d e b t s  
m a y  b e  s e c u r e d  b y  m o r t g a g e s  o n  t h e  c e m e t e r y ' s  l a n d ,  e x c e p t  
t h o s e  b u r i a l  l o t s  i n  w h i c h  a s s o c i a t i o n  m e m b e r s  o r  c o r p o r a t e  
o f f i c e r s ,  t r u s t e e s ,  o r  e m p l o y e e s  h a v e  m o r e  t h a n  a o n e - h a l f  
i n t e r e s t .

S e c t i o n s  6 - 1 1  a d d  c l e a n - u p  l a n g u a g e  n e c e s s i t a t e d  b y  s e c -  
t i o n  1 .

S e c t i o n  12 a d d s  a d e f i n i t i o n  f o r  t h e  t e r m  " c e m e t e r y  lot".

E H H : o j b  
J 3 / 0 8 9
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N A T I O N A L  A S S O C I A T I O N  O F  C E M C T C R I E S

C A R E

1,1
lO W E D

j A a g s l i t s  J S e m a r r a !  B a i k

A L A S K A 'S  F iR S T  M E M O R IA L  P A R K  C E M E T E R Y

P H O N E  3 4 A - 1 3 1 1  
O F F I C E  H O U R S :  

1 0  A . M .  T O  3  P. M J a n u a r y  1 9 , 1 8 L
C E M E T E R Y

A N D
O F F I C E  

O N  K L A T T  R O A DR e p r e s e n t a t i v e  J o s  H a y e s

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

J u n e a u ,  A l a s k a

A t t e n :  Mr. J e f f  D a y :

T h e  B o a r d  o f  T r u s t e e s  o f  A n g e l u s  M e m o r i a l  P a r k  A s s o c i a t i o n  a p p r o v e d  
a m o t i o n  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e ,  a m e n d m e n t s  to t h e  A l a s k a  
C e m e t e r y  S t a t u t e s ,  p e r t a i n i n g  t o  n o n - p r o f i t  c e m e t e r y  a s s o c i a t i o n s .
A  c o m m i t t e e  w a s  a p p o i n t e d  c o n s i s t i n g  o f  Mr. A l v a h  C. B u s w e l l ,  Jr. 

a n d  Mr. R o b e r t  F. S h a r y ,  w h o  a r e  b o a r d  m e m b e r s  a n d  Mr. S i d n e y  A b b o t t ,  
p a r k  m a n a g e r ,  t o  w o r k  o n  t h e  p r o p o s e d  a m e n d m e n t s  o f  t h e  p r e s e n t  

s t a t u t e s .

T h e  p r e s e n t  A l a s k a  n o n - p r o f i t  c e m e t e r y  s t a t u t e s  v/ere p a t t e r n e d  a f t e r  
t h e  O r e g o n  S t a t u t e s  m a n y  y e a r s  a g o  b e f o r e  S t a t e h o o d  a n d  a r e  b a d l y  
o u t  d a t e d .  T h e  S t a t e  o f  O r e g o n  h a s  s i n c e  a m e n d e d  t h e i r  S t a t u t e s ,  
t w i c e ,  a n d  n o w  A l a s k a  n e e d s  t o  d o  t h e  s a m e ,  s o  t h a t  a n o n - p r o f i t  
c e m e t e r y  c a n  b e t t e r  s e r v e  t h e  c o m m u n i t y .  T o  o u r  k n o w l e d g e  A n g e l u s  
is t h e  o n l y  n o n - p r o f i t  c e m e t e r y  i n  t h e  s t a t e .

E n c l o s e d  a r e  c o p i e s  o f  O r e g o n  S t a t u t e s  t h a t  h a v e  b e e n  a m e n d e d  a n d  
a  c o p y  o f  o u r  p r o p o s e d  r e v i s i o n s  t o  t h e  A l a s k a  S t a u e  C e m e t e r y  S t a t u t e s .

T h e  a s s o c i a t i o n  r e a l y  n e e d s  t h e s e  c h a n g e s  in o r d e r  to g r o w ,  as it is 
n o w r, w e  c a n  n o t  s e r v e  t h e  c o m m u n i t y  a s  a m o d e r n  c e m e t e r y ,  b e c a u s e  
o f  t h e  w a y  t h e  l a w s  a r e  w r i t t e n .  T h e  p u b l i c  w a n t s  a l l  t h e  s e r v i c e s  
a c e m e t e r y  is s u p p o s e  t o  s u p p l y ,  s u c h  as, a c ,'lumbariun: f o r  i n u r n m e n t  

o f  c r e m a t e d  r e m a i n s ,  m a u s o l e u m ,  n i c h e s  a n d  s t o r a g e  v a u l t .  A l s o  w e  c a n  
n o t  e v e n  b u i l d  a m u c h  n e e d e d  a d m i n i s t r a t i o n  b u i l d i n g .  W e  n o w  h a v e  t o  
r e n t  a v e r y  i n a d e q u a t e  b u i l d i n g  f o r  a n  o f f i c e .  T h e  a s s o c i a t i o n  h a s  
n e v e r  h a d  a m a i n t e n a n c e  b u i l d i n g .  T h e  p r e s e n t  l a w s  p r e v e n t  o u r  g r o w t h .

T h e  r e a s o n  w e  i n c l u d e d  a s s o c i a t i o n  a n d  o r  c o r p o r a t i o n  i n  o u r  
a m e n d m e n t s  is t h a t  A n g e l u s  i n t e n d s  t o  i n c o r p o r a t e  in o r d e r  to h e l p  

l e s s e n  t h e  p e r s o n a l  i n d i v i d u a l  l i a b i l i t y  o f  t h e  b o a r d  m e m b e r s .
A n g e l u s  b o a r d  m e m b e r s  a r e  n o n - p a i d .

S i n c e r e l y ,
M r .  D o u g l a s  W. B r o w n  ^
P r e s i d e n t  o f  B o a r d  o f  T r u s t e e s  ^
A N G E L U S  M E M O R I A L  P A R K  A S S O C I A T I O N  

E n c l o s u r e s
T h i s  m a t e r i a l  h a s  a l s o  b e e n  s e n t  t o  R e p r e s e n t a t i v e  R a n d y  P h i l l i p s

A N O N - P R O F I T  A S S O C I A T I O N
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. e hank or trust c o m p a n y  shall be governed 
bv the provisions of ORS 128.057 and shall 
not b1* required to invest the m oney according 
l0 the list approved by the 9 ta te Treasurer. 
An officer of the corporation shall f ib  w ith  
the Secretary of State on or before April 15 of 
,-ach year a verified statem ent in  duplicate 
containing the s a m e  inform ation pertain ing to  
the irreducible fund as provided in  ORS 
u7 810 (2) regarding e n d o w m e n t  care fund*. 
The Secretary of State m a y  require the corpo­
ration to file, as often as he considers it to be 
necessary, a detailed report of the conditions 

.,nd assets of the irreducible fund.
i3) T h e  interest or income arising from the 

irreducible fund provided for in this section or 
|,i any bylaws, or so m u c h  thereof as is neces- 
v.ry. shall be devoted exclusively to the pres­

ervation and embellishment of the grounds, 

buildings and property of the corporation and 

the lots and space in buildings or grounds s c M  

t<> the m e m b e r s  of the corporation, or to the 
payment of the interest or principal of the 

drills authorized by subsection (5) of this 
-ection for the purchase of land, erecting 

building', and improvements. A n y  surplus 
thereof not needed or used for such purposes 

-hall he invested as provided in this section 

.ip.d -hall become part of the irreducible fund.

•I After paying for the land and the 
envi.io of the original buildings and tmprove- 

meiit - thereon, all the future receipts and 

in. m e  of the corporation subject to the provi- 

Mori' in this section relating to the creation of 

an irreducible fund, whether from the sale of 
lots ind burinl space, cremation of bodies, 

donate ms, gifts and other sources, shall be 

applied exclusively to laying out, preserving, 

protc. iing, embellishing and beautifying the 

cemetery or the crematory and grounds there­

of. and the avenues lending thereto, nnd to the 

erection of such buildings and improvements 
as m a y  be necessary or convenient for c e m e­
tery or crematory purposes, a n d  to pay the 

necessary expenses of the corporation.

(5) N o  debts shall be contracted by such 
corporation in anticipation of a n y  future re­
ceipts. except for originally purchasing the 
lands authorized to be purchased by it, laying  
"Ut and embellishing the grounds and ave- 

nues, erecting buildings and yautte V f eoch 
l;>nd. and improving the m  foe tha purpacM oi 
’he corporation. The corporation m ay laaua 
bonds or notes for debts so contracted and rooty 

^curo t h e m  by w n y  of m ortgage upon any c/ 
,,s lands, buildings, property and im prove­
ments excepting lots or space convayod to the

m e m b e r s .  {1969 c.580 196; 1971 c.226 11)

C1.765 Selling land unsuited for

burials. If in the board of directors’ opinion, 

a n y  portion of the lands of a nonprofit corpo­

ration organized and existing solely for the 

purposes of either owning or operating a c e m­

etery or the cremation of dead bodies a nd the 

burial a n d  care of incinerate remains is u n­

suitable for burial purposes or other purposes 

of the corporation, the board of directors m a y  
sell such portion and apply the proceeds to the 

general purooses of such corporation in the 

s a m e  proportion and m a n n e r  as provided by 

O R S  61.005 to 61.125, 61.131 to 61.370,

61.375 to 61.481 and 61.505 to 61.950. {1959 
c.580 5971

61.770 Burial lots or space; use, 

e x e m p t i o n  f r o m  taxation, execution a n d  

liens; iien for p u r c h a s e  price of g r a v e­

stone. Burial lots or space for burial of incin­

erate remains in building, or grounds sold by 

a nonprofit corporation organized and existing 

solely for the purposes of either o w n i n g  and 
operating a cemetery or cremating dead bodies 

a n d  burying nnd caring for incineraie remains 

shall be for the sole purpose of interment or 

deposit a n d  safekeeping of incinerate remains. 

S u c h  lots or space shall be exempt from taxa­

tion, execution, attachment or other lien nr 
process, if used as intended by the purchaser 

thereof from such corporation, or his assigns 

or representatives, exclusively for burial 

purposes, a n d  in no wise with a view to profit. 

T h e  vendor of any gravestone, however, shall 

not be prevented from having and enforcing a 

lien thereon for all or part of its purchase 

price. If n suit is brought to enforce such a 
lien, the decree therein is enforceable thereaf­

ter; and, for the purpose ol enabling the lien 

to be had nnd enforced, the gravestone shall 
be d e e m e d  personal property and m a y  be 

severed and removed, under execution nnd 

order of sale, from the lot where it is situated 
a n d  m a y  be sold in the S a m e  m a n n e r  as a n y  

other personal property. {1969 c.580 196)

61.775 R eco rd in g  p lan; p o w er  to  
i m p r o v e  an d  reg u la te  grounds, A  nonprofit 

corporation organized and existing solely for 

the purposes of own i n g  and operating a c e m e­
tery or cremating dead bodies and burying 

and eating for incinerate remains shall cause 
a plan of iU land and grounds nnd of the lota 
Laid out by it a n d  of the niches or burial space 
in the buildings erected thereon to be m a d e  
and recorded in the county in which such 
ground* a n d  land are located, such lota or
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C E M E T E R IE S , H U M A N  B O D IE S  AN D T E R M IN A L  IL L N E SS 97.010

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

R E L A T I N G  T O  O R S  97.010 T O  

97.040, 97.110 T O  97.450, 97.510 

T O  97.730, 97.810 T O  97.920 a n d  

97.990

97.010 Definitions for O R S  97.010 to 

97.040, 97.110 to 97.450, 97.510 to 97.730, 

97.810 to 97.920 a n d  97.990. A s  used in O R S  

97.010 lo 97.040, 97.110 to 97.450, 97.510 to 

97.730, 97.810 to 97.920 and 97.990:

(1) " H u m a n  remains" or "remains" m e a n s  

the body of a deceased person in a n y  stage of 

decomposition or after cremation.

(2) "Cemetery” m e a n s  any place dedicated 

lo and used, or intended to be used, for the 

permanent interment of h u m a n  remains.

(3) "Burial park" m e a n s  a tract of land for 

the burial of h u m a n  remains in the ground 

j-=ed, or intended to be used, and dedicated for 

cemetery purposes.

(4) "Mausoleum" m e a n s  a structure for 
the entombment of h u m a n  remains in crypts 

or vaults in a place used, or intended to be 

u.-i-d, and dedicated for cemetery purposes.

(5) "Crematory" m e a n s  a structure con­

taining a retort for the reduction of bodies of 

kceased persons to cremated remains.

(6) "Columbarium" m e a n s  a structure or 

'•Kim containing niches for pe r m a n e n t  inurn­

ment of cremated remains in a place used, or 
mended to be used, nnd dedicated for c e m e­

tery purposes.

<7) "Interment" m e a n s  the disposition of 

Human remains by cremation, inurnment, 

••niombment or burial.

(8) "Cremation" m e a n s  the reduction of a 

•‘>dy of a deceased person to cremated remains 

a a crematory.

<9) "Inurnment" m e a n s  placing cremated 

■’•mains in an urn and depositing it in a niche.

HO) "Entombment" m e a n s  the placement 

f h u m a n  remains in a crypt or vault.

'j '11) "Burial" m e a n s  the placement of

\  ' ,Jman remains in a grave.
1 '12) "Grave" m e a n s  a space of ground in a

•J ‘Urial park used, or intended to be used, for
5 :,jrial of the remains of one person.

3 '13) "Crypt" or "vault" m e a n s  a space in a

2 ”'Usolcum of sufficient size used, or intended 
he used, to entot jcremated h u m a n

’"'tains.

114) "Niche" is a recess in a columbarium 
"d, or intended to be used, for the interment

of the cremated remains of one or m o r e  per­

sons.

(15) "Cemetery authority” includes c e m e­

tery corporation, association, corporation sole 

or other person or persons owning or control­

ling cemetery lands or property.

(16) "Cemetery association" m e a n s  any 

corporation or association authorized by its 

articles to conduct any or all the businesses of 

a cermtery, but does not include a corporation 

sole or a charitable, eleemosynary association 

or co»-poration.

i /) "Cemetery business," "cemetery busi­

nesses" and "cemetery purposes" are used 

interchangeably and m e a n  any business and 

purpose requisite or incident to, or necessary 

for establishing, maintaining, operating, 

improving or conducting a cemetery, interring 

h u m a n  remains, and the care, preservation 

and embellishment of cemetery property.

(18) "Directors" or "governing body" 

m e a n s  the board of directors, board of trust­

ees, or other governing body of a cemetery 
association._____________________________________

(19) "Lot," "plot" or "burial space" m e a n s  

space in a cemetery o w n e d  by one or more 

individuals, an association or fraternal or 

other organization and used, or intended to be 

used, for the permanent interment therein of 
the remains of one or more deceased persons. 

Such terms include and apply with like effect 

to one, or more than one, adjoining grave, 
crypt, vault or niche.

(20) T h e  term "plot owner" or "owner" 

m e a n s  any person in whose n a m e  a burial plot 

stands os owner of the right of sepulture 

therein in the office of the cemetery authority, 

or w h o  holds from such cemetery authority a 

conveyance of the right of sepulture or a cer­

tificate of ownership of the right of sepulture 

in a particular lot, plot or space.

(21) " E n d o w m e n t  care" m e a n s  the general 

care and maintenance of developed portions of 

a cemetery and memorials erected thereon 

financed from the income or a trust fund 

established and maintained pursuant to the 

provisions of O R S  97,810 to 97.860. E n d o w­
m e n t  care cemeteries o w n e d  by a city or u 

county m a y  supplement their general care and 

maintenance trust funds from general reve­
nues.

(22) "Special care" is any care in excess of 

e n d o w e d  care in accordance with the specific 
di rections of any donor of funds for such pur­

poses. I A m end:*! by 10f»5 c.545 *1; c .'l'.H) 511
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C O R P O R A T I O N S  A N D  P A R T N E R S H I P S
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61.736 P r o c e d u r e  for re’..iking cer­

tificate of authority. O R S  57.735, relating to 

revocation of certificate of authority, is appli­

cable to nonprofit corporations. 11963 c492 136 

tmncU'd in lii'u of 61 735)|

6 1 .7 4 0  I H i-num lx-red  6 1 .9 6 4 )

61.741 Application to corporation 

authorized to transact business in this 

state o n  D e c e m b e r  31, 1959. Foreign corpo­

rations which are duly authorized to transact 

business in this state on December 31, 1959, 

for a purpose or purposes for which a corpora­

tion might secure such authority under O R S  

61.005 to 61.125, 61.131 to 61.370, 61.375 to 

61.481 and 61.505 to 61.950, shall, subject to 

the limita.ions set forth in their respective 

certificates of authority, Ik * entitled to all the 

rights and privileges applicable to foreign 

corporations procuring certificates of authori­

ty to transact business in this state under 

O R S  61 005 to 61.125. 61.131 to 61 370. 

61 375 to 61.481 and 61.505 to 61.950. and 

from IVcember 31, 1959. such enqxirnt ions 

shall lx* subject to all the limitations, restric­

tions, liabilities and duties prescribed herein 

for foreign corporations procuring certificates 

of authority to transact business in this state 

under O K S 6 1  005 to 61.125. 61 1.31 to 61 .370.

61.375 to 61.481 and 61 505 lo 61 050 l!*Vi 

«• ,risn $h h |

61.745 Transacting business without 

certificate of authority. 11) N o  foreign corpo­

ration transacting business in this stale with­

out a certificate of authority shall lx* |>ermit- 

ted to maintain any action, suit or proceeding 

in any court of this state, until such corpora­

tion shall have obtained a certificate of a u­

thority. N o  action, suit or proceeding shall Ik * 
maintained in any court of this state by any 

successor or assigns* of such corporation on 

any right, claim or d e m a n d  arising out of the 

transaction of business by such corporation in 

this state, until a certificate of authority shall 

have b"cn obtained by such corporation or by 

a corporation which has acquired nil or sub­

stantially all its assets.

(2) Tlie failure of u foreign corporation to 

obtain a certificate of authority to transact 

business in this state shall not impair the 

validity of any contract or act of such corpora­

tion, and shall not prevent such corporation 

from defending any action, suit or proceeding 
in any court of this state. 11959 c Sho 5811

C E M E T E R I E S  A N D  

C R E M A T O R I E S

•1.7&1 Lands of c e m e t e r y  or c r e m a­
to ry corporation; e x e m p t i o n  f r o m  execu. 
bon, taxation and c o n d e m n a t i o n .  A  non­

profit corporation organized and existing 

solely for the purpcwes of either owning an-j 

operating a cemetery or cremating dead Udu-. 

a n d  burying and caring for incinerate r- 

mains, m a y  purchase or take, by gift nr d>- 

vise, and o w n  and hold lands for the sole pur­

pose of either a cemetery or a crematory and 

burial place for incinerate remains. S u m  

lands shall be* exe m p t  from execution .ind 

taxation, and from any appropriation fur 
public purposes, and lots or portions of x u h  

land and space in any buildings thereon m;r. 
bo sold, if intended to bo used exclusively for 

burial purposes, and in no wise with a view tn 

the profit of the mernberr of such corporal n.n 
T h e  land so held for cemetery puqxises sli.i1 

not exceed 600 acres, but if the land alre.u:. 

held for such purpose hv the corporation i- ail 

practically used, the a m o u n t  thereof mat l» 
increased by adding thereto not more i L m  _’n 

acres at any one time T h e  land so held fur : 

puqxises of a crematory and the burial 

incinerate remains shall not exceed .30 ,ur—  

but if the land already held for such put'|- 

by the corporation is all pinclurnlly u-ni ' 

a m o u n t  thereol m a y  lx' increased by .id: 

thereto nol m o r e  than 10 acres at .on • 
time. 11059 . 5HO 5!la

61.760 R e v e n u e s ;  restrictions on 

uses thereof, ill A  nonprofit em-pomlM* 

organized or existing solely for the p m  jxi-e- of 

either owni n g  and operating a cemetery "r 

cremating dead bodies and burying and cai m r 

for incinerate remains may, by it-- htl.itt* 

prnvide that a stated percentage of the mime;, 

received from the sale of lots and burial sp h v  

cremation of bodies, donations, gifts or other 

sources of revenue shall constitute an irredu 

cible fund. A n y  bylaw enacted for the creation 

of the irreducible fund cannot be am e n d e d  t» 

reduce tha fund. " " *

(2) T h e  board of directors m a y  direct the 
investment of the m o n e y  in the i r r e d u c ib le  

fund,, but all investments of m o n e y  de p o s ite d  

in the fund on or nfter January 1, 1972, shall 
be in aecuritien in classes and a m ounts ap- 

prbvvl by; the State Treasurer and p u b l is h e d  

in a lint pursuant to O H S  97.820. If n bank i" 
truai c o m p a n y  quulified to engage i n  the t r U ' t  
busine.m ia directed by the board of director- 
to invest the m o n e y  in the irreducible fund.

bank or t 
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HEALTH AND SAFETY CODE 
DIVISION 7. DEAD BODIES 

PART 1. GENERAL PROVISIONS
C h a p t e r  1. D e f i n i t i o n s

7000. The definitions in this chapter apply to this division and to 
visions 8 and 9 of this code.
7001. "Human remains” or "remains” means the body of a deceased 
rson, and includes the body in any stage of decomposition and creinat jd
mains.
7002. "Cremated remains" means human remains after incineration 
d necessary processing under Section 7054.1 in a crematory.
?0U3. "Cemetery" means any one, or n combination of more than one, 
the following, in a place used, or intended to be used, and dedicated, 

'  cemetery purposes:
(a) A burial park, for earth interments.
(b) A mausoleum, for crypt or vault interments.
(c) A crematory, or a crematory and Columbarium, for cinerary 
crments.
7004. "Burial park” means a tract of land for the burial of human 
mains in the ground, used or intended to be used, and dedicated, for 
metery purposes.
7005. Except in Part 5 of Division 8 of this code, “mausoleum" means 
.tructurc or building for the entombment of human remains in crypts
vaults in a place used, or intended to be used, and dedicated, for 

metery purposes.
7006. "Crematory" means a building or structure containing one or 
ire furnaces for the reduction of bodies of deceased persons to cremated 
mains.
7007. Except in Part 5 of Division 8 of this code, “columLnrium" means 
tructurc, room, or other space in a building or structure containing 
.•lies for inurnment ol cremated human remains in a place used, or 
ended to be used, and dedicated, for cemetery purposes.
7(X)8. "Cremau'ry and columbnrium” means a building or structure 
ntaining both a crematory and columbarium.
7009. "Interm ent" means the disposition of humnn remains by 
irnmcnt, entombment, or burial in a cemetery or, in the case of 
■mated remains, by inurnment, entombment, burial, or burial at sea as 
ovided in Section 7117.
7010. "Cremation" means the reduction of the body of a deceased 
rson to cremated remains in a crematory and *V.o placement of the 
cmated remains in a grave, vault or niche or burial at sea as provided 
Section 7117 of this code.
7011. "Inurnment" means placing cremated remains in an urn nnd
acing it in a niche.
7012. "Entombment" means the plncement of humun remains in a 
ypt or vault.
7013. "Burial" means the placement of human remains in n grave.
7014. "Grave" means n space of ground in a burial park, used, or 
tended to be used, for burial.
7015. "Crypt" or "vault" means a space in n mnusoleum of sufficient 
'mused or intended to be used, to entomb uncrcmated human remains.
7016. • »Niche" means a space in a columbnrium used, or intended to be

I
used, for inurnment of cremated human remains.

70I7r "Temporary receiving vault” means a vault used or intended to 
be used for the temporary placement of human remains. - .

7018. “Cemetery authority" includes cemetery association, 
corporation sole, or other person owning or controlling cemetery lands or 
property. ' .
. 7019. "Cemetery corporation,” “cemetery association,” or “cemc.ery 
corporation or association" mean any corporation now or hereafter 
organized which is or may be authorized by its articles to conduct any one 
or more or all of the businesses of a cemetery, but do not mean c? Include 
a corporation sole.

7020. "Cemetery business," "cemetery businesses," and "cemetery 
purposes" are used interchangeably and mean any and all business and 
purposes requisite to, necessary for, or incident to, establishing, 
maintaining, operating, improving, or conducting a cemetery, interring 
human remains, and the care, preservation, and embellishment of 
cemetery property, including, hut not limited to; anv activity or business 
designed tor the benefit, service, convenience, education, or spiritual 
uplift of property owners or persons visiting the cemetery.
— 7021. "Directors" or "governing body" means the board of directors, 
board of trustees, or other governing body of a cemetery association;’'- X ' ' - , -7022. . "Lot," "plot," or "interment plot" means space in a cemetery, 

< \ ‘— used or”intended to be used for the interment of human remains. Such 
terms include and apply to one or more than one adjoining graves, one or 
more than one adjoining crypts or vaults, or one or more than one 
adjoining niches.

7023. "Plot owner," “owner,” or "lot proprietor" means any person In 
whose name an interment plot stands of record as owner, in tne office of 
a cemetery authority.

7024r "Permit for Disposition of Human Remains" includes "burial 
permit" and is a permit, issued pursuant to law, for the interment, 
disinterment, removal, reinterment or transportation of human remains.

DIVISION 8. CEMETERIES
i

PART 1. GENERAL PROVISIONS .' ,

C h a f e r  1. C e m e t e r y  D e f in e d  , » !
\ ,  JUPQ^Six or more human bodies being buried at one place constitute 

'TluPpIace a cemetery.

C h a p t e r  2. Va n d a U sm
8101. (a) Every person is guiltv of n misdemeanor and punishable by

a fine of not less than two hundred  fifty dollars ($250) nor more than one 
thousand dollars ($1,000), or by imprisonment in the county jail for not 
exceeding one year, or by both, who maliciously does nny of the following:

(1) Destroys, cuts, mutilates, elTnces, or otherwise injures, tears down, 
or removes any tomb, monument, memorial, or marker in n cemetery, or 
any gate, door, fence, wall, post or railing, or any inclosure for the 
protection of a cemetery or any property in a cemetery.

(2) Obliterates any grave, vault, niche, or crypt.
(3) Destroys, cuts, breaks or injures nny building, statuary, 

ornamentation, tree, shrub, or plant within the limits of a cemetery.





H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

M a r c h  2, 1 9 8 4

F O R  I M M E D I A T E  R E L E A S E  

C O N T A C T :  R E P .  J O H N  C O W D E R Y  

4 6 5 - 4 9 0 5

H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  A M E N D M E N T  K E E P S  

S U S I T N A  E Q U I T Y  C L A U S E  I N T A C T

J U N E A U  - T h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  on 

F r i d a y  a p p r o v e d  H o u s e  B i l l  58 9 ,  b u t  a d d e d  an a m e n d m e n t  t o  t h e  

l e g i s l a t i o n  w h i c h  w o u l d  e n s u r e  f u n d i n g  a n d  c o n s t r u c t i o n  o f  

t h e  W a t a n a  D a m  p h a s e  o f  t h e  S u s i t n a  H y d r o e l e c t r i c  P r o j e c t .

H B  58 9 ,  a u t h o r e d  b y  t h e  S h e f f i e l d  a d m i n i s t r a t i o n ,  

p r o p o s e d  to r e p e a l  t h e  s o - c a l l e d  " s u s i t n a  e q u i t y  c l a u s e "  as 

p a r t  o f  a n  a t t e m p t  t o  f i n a n c e  f o u r  a i l i n g  h y d r o e l e c t r i c  

p r o j e c t s  u n d e r  t h e  d i r e c t i o n  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y .

Re p .  J o h n  C o w d e r y ,  R - A n c h o r a g e ,  c h a i r m a n  o f  t h e  

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

e q u i t y  c use u n t i l  c o n s t r u c t i o n  o f  t h e  W a t a n a  D a m  is e n s u r e d  

w i t h  t h e  e s t a b l i s h m e n t  o f  a p r o p o s e d  m a j o r  p r o j e c t s  fund, 

" T h i s  is a m e s s a g e  t o  t h e  a d m i n i s t r a t i o n  t h a t  S u s i t n a  

s u p p o r t e r s  w i l l  n o t  s t a n d  b y  i d l e l y  w h i l e  a t t e m p t s  a r e  m a d e  

t o  s a l v a g e  t h e  f o u r  d a m  p o o l "  s a i d  C o w d e r y .  T h e  

r e p r e s e n t a t i v e  f r o m  s o u t h  A n c h o r a g e  n o t e d  " t h i s  is o n l y  t h e  

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

s t a t e - w i d e  e n e r g y  p r o g r a m .  T h e r e  is o b v i o u s l y  a l o t  o f  

n e g o t i a t i n g  t o  b e  d o n e  b e f o r e  t h e  p r o b l e m s  w i t h  h y d r o p o w e r  in 

A l a s k a  a r e  r e s o l v e d " .



T h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  a l s o  a p p r o v e d  a m e a s u r e  

a p p r o p r i a t i n g  35 m i l l i o n  d o l l a r s  t o  h e l p  s t a b i l i z e  p o w e r  

r a t e s  f o r  t h e  f o u r  d a m  p o o l .  B o t h  p i e c e s  o f  l e g i s l a t i o n  n o w  

g o  t o  t h e  R e s o u r c e s  C o m m i t t e e  w h e r e  f u r t h e r  w o r k  w i l l  b e  d o n e  

o n  t h e  s t a t e s  e n e r g y  p r o g r a m  a n d  t h e  p r o p o s e d  m a j o r  p r o j e c t s  

fund.



MARCH 2, 1984

TO: JOHN

FROM: KEN 

RE: HB 589

POINTS OF DEBATE FAVORING AMENDMENT TO HB 589

THE KEY WORD IN WENDTE'S OPPOSITION DEBATE WILL BE "IF", 

THERE ARE TOO MANY "IF'S" OR VARIABLES STILL TO BE 

RESOLVED BEFORE SUSITNA SUPPORTERS WILL ALLOW THE EQUITY 

CLAUSE TO BE REPEALED,

1, IF POWER SALES AGREEMENTS ARE SIGNED,

2, IF PETERSBURG DOES NOT SIGN THE AGREEMENT SOON, ALTER­

NATIVE POWER SALES CONTRACTS WILL HAVE TO BE DRAWN UP 

AND THERE IS NO ASSURANCE THE FOUR OTHER COMMUNITIES 

INVOLVED IN THE NEGOTIATIONS WILL AGREE TO THE JEW TERMS 

BECAUSE:

A. THE ENTRY RATE INTO THE INITIAL PROJECT FOR THE 

FOUR COMMUNITIES WILL BE HIGHER,

B, THE WHOLESALE POWER RATE MIGHT ALSO BE HIGHER 

BECAUSE OF LESS UTILIZATION AT LAKE TYEE,



3. IE THE LEGISLATURE APPROVES A MAJOR PROJECTS FUND 

WHICH PRIORITIZES WATANA CONSTRUCTION, IF THE LEGISLA­

TURE APPROVES THE COMMITTEE SUBSTITUTE FOR HB 589, IE THE 

LEGISLATURE PASSES HB 68H APPROPRIATING FUNDS FOR RATE 

STABILIZATION. .!£ ALL THESE PIECES OF LEGISLATION ARE 

PACKAGED AND APPROVED IT WILL SOLIDIFY ALASKA'S COMMIT­

MENT TO A COMPREHENSIVE STATEWIDE ENERGY PROGRAM.

4. IE THESE STEPS ARE TAKEN I WOULD PROJECT THE "BONDING 

APPEAL" FOR ALASKA'S HYDROELECTRIC PROJECTS WILL ESCALATE 

AND THERE WILL BE NO DEFAULT ON ANY OF THE SHORT DEBTS 

NOW FACING THE STATE,

AS CHAIRMAN, IT IS MY INTENTION TO PASS FROM THE LABOR 

AND COMMERCE COMMITTEE TO THE NEXT COMMITTEE OF REFER­

RAL, THE COMMITTEE SUBSTITUTE FOR HB 589 ALONG WITH HB 684 

APPROVING A 35 MILLION DOLLAR APPROPRIATION FOR RATE 

STABILIZATION.



H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e
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F O R  I M M E D I A T E  R E L E A S E  

C O N T A C T :  R E P . J O H N  C O W D E R Y  
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H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  A M E N D M E N T  K E E P S  

S U S I T N A  E Q U I T Y  C L A U S E  I N T A C T

J U N E A U  - T h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  on 

F r i d a y  a p p r o v e d  H o u s e  B i l l  589, b u t  a d d e d  a n  a m e n d m e n t  t o  t h e  

l e g i s l a t i o n  w h i c h  w o u l d  e n s u r e  f u n d i n q  a n d  c o n s t r u c t i o n  o f  

t h e  W a t a n a  D a m  p h a s e  o f  t h e  S u s i t n a  H y d r o e l e c t r i c  P r o j e c t .

H B  589, a u t h o r e d  b y  t h e  S h e f f i e l d  a d m i n i s t r a t i o n ,  

p r o p o s e d  to r e p e a l  t h e  s o - c a l l e d  " s u s i t n a  e q u i t y  c l a u s e "  as 

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

p r o j e c t s  u n d e r  t h e  d i r e c t i o n  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y .

Rep. J o h n  C o w d e r y ,  R - A n c h o r a g e ,  c h a i r m a n  o f  t h e  

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

e q u i t y  c l a u s e  u n t i l  c o n s t r u c t i o n  o f  t h e  W a t a n a  D a m  is e n s u r e d  

w i v s t h e  e s t a b l i s h m e n t  o f  a p r o p o s e d  m a j o r  p r o j e c t s  fund. 

" T h i s  is a m e s s a g e  to t h e  a d m i n i s t r a t i o n  t h a t  S u s i t n a  

s u p p o r t e r s  w i l l  n o t  s t a n d  b y  i d l e l y  w h i l e  a t t e m p t s  a r e  m a d e  

t o  s a l v a g e  t h e  f o u r  d a m  p o o l "  s a i d  C o w d e r y .  T h e  

r e p r e s e n t a t i v e  f r o m  s o u t h  A n c h o r a g e  n o t e d  'this is o n l y  t h e  

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

s t a t e - w i d e  e n e r g y  p r o g r a m .  T h e r e  is o b v i o u s l y  a l o t  o f  

n e g o t i a t i n g  t o  b e  d o n e  b e f o r e  t h e  p r o b l e m s  w i t h  h y d r o p o w e r  in 

A l a s k a  a r e  r e s o l v e d " .



T h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  a l s o  a p p r o v e d  a m e a s u r e  

a p p r o p r i a t i n g  35 m i l l i o n  d o l l a r s  t o  h e l p  s t a b i l i z e  p o w e r  

r a t e s  f o r  t h e  f o u r  d a m  p o o l .  B o t h  p i e c e s  o f  l e g i s l a t i o n  n o w  

g o  t o  t h e  R e s o u r c e s  C o m m i t t e e  w h e r e  f u r t h e r  w o r k  w i l l  b e  d o n e  

o n  t h e  s t a t e s  e n e r g y  p r o g r a m  a n d  t h e  p r o p o s e d  m a j o r  p r o j e c t s  

f u n d .
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"An act- re la t in q  to t i n  Alaska PowerHB 589:
Author ity ;  and prov id ing for  an e f fect ive  date."

My name is  George Matz. I am Special Assistant to Commissioner Richard A.. 
Lyon fo r  the Department of Commerce and Ei aomic Development. I am repre­
senting Commissioner Lyon who regrets that he is  not able to attend th is  
hearing because of previous commitments in Washington, D.C.

There are four points that I want to make in my testimony:

o F i r s t ,  HB 589 is essent ia l to the power sales agreements and the long­
term f inancing of  the "Four Dam Pool."

Second, the, long-term f inancing of the "Four Dam Pool" is  essentia l to 
the Energy Program fo r  Alaska.

Th ird ,  the power sales agreements now being negotiated by the Alaska 
Power Authority (APA) should be Cinancable.

Fourth, the Department of Commerce and Economic Development supports 
the terms and condit ions of the power sales agreements being negot i­
ated by the APA.

• • I •A )
*‘life.* {
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To elaborate on these po in ts ,  the Energy Program fo r  Alaska was conceived 
by the Leg is lature in 1981 when i t  enacted Chapter 118, SLA 1981 (SB 25). 
After near ly three years of gestat ion ,  we are about to witness i t s  b i r th  as 
an operating power supply system. However, nearly $200 m i l l i o n  of in ter im 
f inanc ing  must f i r s t  be converted tc long-term f inanc ing .  How the f in an­
cing occurs w i l l  determine the long-term health of the Energy Program fo r  
Alaska.

■vjt.

I f  revenue bonds are used for  long-term f inanc ing ,  the Energy Program fo r  
Alaska w i l l  have overcome some prenatal i l l n e s s  and can look forward to a 
healthy l i f e  with ever more a ttract ive  power rates . A lso , these i n i t i a l  
projects can expect to be the parents of a fam ily  of power pro jects that 
serve the e lec t r ic a l  needs of Alaska, 
nostic s k i l l s ,  we w i l l  prevent a recurrence 
experienced.

I f  long-term f inanc ing is  based on add it iona l  State appropr ia t ions ,  the 
Energy Program for Alaska w i l l  draw nourishment from other State needs. 
A lso ,  the program w i l l  not have demonstrated the a b i l i t y  to ex is t  without 
1C0% f in anc ia l  support from the State. This is  not a good precedent fo r  
propagating add it iona l  power projects .

Hopefu l ly ,  with our improved diag- 
ence of the problems previously

I A' ?
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the State would defau lt  on repayments o f  the in ter im f inanc ing .

          . . . . . . . . . .

I f  the Energy Program fo r  Alaska has ne ither revenue bond f inanc ing  nor 
State appropr ia t ion ,  i t  w i l l  be s t i l l b o r n .  In f in anc ia l  terms that means

As we approach the term of th is  gestat ion ,  we know that some assistance is
-term f inanc ing .  Our bond counsel andneeded.to assure completion of long 

underwriters warned us of some statutory problems that 
sa le of revenue bonds. A lso , the respective communi 
stated that the i r  p a r t ic ipa t ion  is  contingent on certai

U U l U U N U  L U U I I b L  I CHIU
l a t  could impede the 
i t i e s  and u t i l i t i e s  have



As a resu lt  o f th is  advice, the Governor has introduced HB 589 which includes 
the statutory changes required to meet the demands of both the bond buyer 
and the wholesale power buyer. The Administration considers each section 
o f  th is  b i l l  tc be essent ia l .

The h igh l i g h ts  of HB 589 are as fo l lows :

1. Section 1 repeals the ex is t in g  statutory requirement that industr ia  
r e t a i l  power rates can be no less than r e t a i l  power rates to residen­
t i a l  customers. This allows u t i l i t i e s  to o f f e r ,  i f  they w ish ,  lower 
rates to large volume customers.

2. Section 1 and 2 al lows the four projects that are part o f  the "Four 
Dam Pool" (Solomon Gulch, Swan Lake, Lake Tyee and Terror Lake) to be 
considered as one pro ject .  The s ign i f icance of th is  is  that the debt
service portion of the wholesale power rate fo r  each pro ject w i l l  be
un i f ie d  rather than pro ject-spec i f ic  as current ly  required by the 
statutes. Pro ject-specif ic a l loca t ion  of debt service results in  
h igher wholesale power rates for  projects which are more cost ly and/or
have unused capacity re la t iv e  to other projects in the poo l .  However,
new projects added to the Energy Program fo r  Alaska w i l l  have project- 
spec i f ic  rates.

3- Section 2 deletes the "Susitna clause" which otherwise would t r ig g e r  
substantia l wholesale power rate increases for  projects included in 
the Energy Program fo r  Alaska. The p o s s ib i l i t y  of th is  rate increase 
and the reduction that could occur in demand and revenues w i l l  have a 
decidedly negative effect on the rat ings and interest rates o f  revenue 
bonds used fo r  long-term f inancing of the "Four Dam Pool."

4. Section 2 includes a technical amendments which deletes "at the bus-
• bar" in  order to remove ambiguity.

5. Section 3 protects the "Four Dam Pool" from the add it ion of new pro­
jects to the Energy Program fo r  Alaska which could substan t ia l ly  
increase th e i r  wholesale power rate.

c . ‘V*

6. Section 4 removes reference to the "Susitna clause" from de f in i t ions  
that apply to the Energy Program fo r  Alaska.

7. Section 5, s im i l i a r  to Section 1, al lows u t i l i t i e s  to estab l ish  r e t a i l  
i n dus t r ia l  rates + K t  are less than res ident ia l  rates.

, } . *; • ! f v‘ ,

8. Section 6 provides an immediate e f fect ive  date. \

• ♦ 
HB 589 represents a tremendous amount of analys is and negot ia t ing .  A l l
communities or u t i l i t i e s  that are part o f  the "Four Dam Pool" have had 
extensive opportunity to partake in d ra f t ing  the concept and the language 
o f  th is  b i l l .  The Administration f i rm ly  bel ieves that HB 589 represents 
the best reso lut ion to a d i f f i c u l t  problem and the best approach for lever­
aging futher development of power projects in  Alaska.

•• ■ ' • •' ' v:
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FEBRUARY 29, 198^

TO :  JOHN

KEN 

*,'• 589

h ' V ■■OULD AMEND STATE STATUTES GOVERNING THE ALASKA 

POVVti. AU TH O R ITY .  IT WOULD COMBINE FOUR HYDROELECTRIC 

PROJECTS, LAKE TYEE ,  SWAN LAKE ,  SOLOMON GULCH , AND 

TERROR LAKE ,  INTO ONE POWER PROJECT WHICH WOULD BE 

REFERED TO AS THE IN IT IA L  PROJECT. THE LEGISLATION WOULD 

ALSO REPEAL THE HIGHLY CONTROVERSIAL "SUSITNA CLAUSE",  A 

STATUTE APPROVED BY THE LEGISLATURE TO ASSURE .H E  

CONSTRUCTION OF THE SUSITNA HYDROELECTRIC PROJECT.

WHILE I BELIEVE THIS B ILL HAS CONSIDERABLE MER IT ,  I AM 

OPPOSED TO THE REPEAL OF THE SUSITNA CLAUSE WITHOUT SOME 

SUBSTITUTE ASSURANCE THAT THE WATANA PHASE CP SUSITNA 

WILL BE CONSTRUCTED. IT MY INTENT IO N ,  AS CHA IRMAN ,  TO 

TAKE TESTIMONY TODAY ON HB 589, AND ,  I WOULD ASK THE 

MEMBERS OF THIS COMMITTEE TO CONSIDER THAT TESTIMONY AND 

PERHAPS A COMMITTEE SUBSTITUTE .



LEGISLATIVE BRIEFING 
LABOR AND COMMERCE COMMITTEES 

ENERGY PROGRAM FOR ALASKA

The Energy Program fo r  Alaska,  adooted by the Leg is lature in 1981, provides for 
State construction ,  ownership, and operation of power generating projects through­
out the State. Program objectives are achieved by provid ing f inanc ing through the 
Power Author ity fo r  the development of new power projects and the acqu is i t ion  of 
ex is t ing  pro jects .  The Energy Program includes a check and balance system fo r  
pro ject development and approva l ,  through which a pro ject 's  f e a s i b i l i t y  must be 
approved by the Leg is la ture before expenditures fo r  design and construction can 
begin .  Fol lowing l e g i s l a t i v e  approval and fund ing ,  the Power Authority designs 
and constructs the p ro jec t ,  which is  then owned by the State.

Unde?' the Energy Program fo r  Alaska, the Power Authority acquired the Solomon 
Gulch p ro jec t ,  then being constructed by Copper Val ley E lectr ic  Association. This 
pro ject serves Valdez and Glennal len . The Swan Lake p ro ject ,  then being developed 
by Ketchikan Publ ic U t i l i t i e s ,  was a lso acquired under th is  program. In add i t io n ,  
the Power Author ity assumed re spons ib i l i t y  fo r  developing and constructing the 
Tyee Lake project for  Wrangell and Petersburg, and the Terror Lake project near 
Kodiak.

These hydroelectr ic  projects are known as the Four Project PoolI, which has become 
the cornerstone of the Energy Program fo r  Alaska"! The Solomon Gulch project is  in 
commercial operat ion ;  the Tyee pro ject w i l l  soon be provid ing test power to 
Wrangell and Petersburg; Swan Lake is  provid ing test power to Ketchikan; and the 
Terror Lake project is  about 95 percent complete with power projected to be 
on-l ine in September 1984. With the completion of these pro jects ,  the ro le of the 
Power Authority in power generation,  transmission,  and the wholesale marketing of 
e lec t r ica l  energy is  s i g n i f i c a n t l y  expanding.

When the Leg is la ture  began appropr ia t ing funds in 1979 for  the construction of
hydroelectric pro jects ,  i t  was intended that these projects were to be f u l l y  
financed by the State. However, dec l in ing  State revenues resu’t ing  from a drop in 
internat iona l  o i l  prices has forced the abandonment, at least cor the foreseeable 
fu tu re ,  of f u l l  State funding of these pro jects .  Lower o i l  prices have also made
the short term cost of hydropower from new projects less advantageous, when
compared to the cost of diesel generated e l e c t r i c i t y ,  than i t  once waa expected to 
be. Power Authority economic and f in anc ia l  analyses have necessari ly assumed
conservative long term o i l  pr ice increases although experts consider the p o s s ib i l ­
i t y  of world o i l  supply interrupt ions could dramat ica l ly  revise current Power 
Author ity pro ject ions .

In the face of th': f inanc ia l  r e a l i t y  of dec l in ing  State revenue, the Leg is la ture  
amended the Energy Program fo r  Alaska with House B i l l  9 (HB 9) in 1982. The 
o r ig i n a l  l e g i s l a t i o n  had establ ished a s ing le  wholesale power rate fo r  a l l  Power 
Authority pro jects in the State. HB 9 changed th is  by estab l ish ing  a new rate 
sett ing mechanism based on pool ing the debt service of the py'ojects and provid ing 
that each project carry i ts  own operation and maintenance costs.

To meet the requirements of HB 9 and the needs of consumers in the communities 
served by the Four Project Pool as equ itab ly as poss ib le ,  the Power Authority has 
084/156
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proposed new power sales agreements with those communities served by the Four 
Project Pool. These agreements are the resu lt  of several months of negot iat ion 
and extensive coordination between the Power Author i ty ,  the u t i l i t i e s  to be served 
by the pro jects ,  f i n anc ia l  i n s t i t u t io n s ,  the Governor's O f f ice ,  and the l e g i s l a ­
t ive  leadersh ip .  Under the agreements, i n i t i a l  consumer rates fo r  the four
hydroelectr ic projects are designed so as not to exceed the cost of d ie se l­
generated power, and in the long-run, provide more favorable rates .  They should 
provide s i g n i f i c a n t  benefi ts to the communities served by the projects as wel l  as 
communities to be served by future projects that w i l l  be included in the program.

In order to implement the proposed power sales agreements, new l e g i s l a t i o n  is  
necessary. These l e g i s l a t i v e  changes are:

0 E l im inat ion of the energy fund requirement (commonly referred to as the
Susitna Clause) to reduce the potent ia l  future r is k  to the Four Project 
Pool communities

A l im i t a t io n  on the impact of new projects coming into the system on the 
debt requirement of the f i r s t  four projects

Authorization of the sale of power to in dus t r ia l  users at a separate
rate

0 C lass i f ic a t ion  of the f i r s t  four pro jects as one project in order to
issue revenue bonds as a s ing le  system

Approval and f inanc ing of a Rate S tab i l i z a t io n  Fund (with a tota l  State 
appropr iat ion of approximately $35 m i l l i o n )  to off-set the d i fference 
between the costs of hydropower and diesel generated e l e c t r i c i t y  during 
the ear ly  years of the pro jects .

Negotiations are s t i l l  in progress with the Five communities involved in the Four 
Project Pool. The Power Authority plans to present i t s  f i n a l  o f fe r  to the Board 
of Directors fo r  action on March 9, 1984. The communities have indicated that i t  
w i l l  take t h i r t y  to fo r ty- f ive  days longer fo r  them to r a t i f y  any agreement due to 
local ordinance requirements. Petersburg has indicated tb>t they w i l l  conduct a
local e lect ion on the matter on Apr i l  17, 1984.
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Pouch Y, Stale Capitol 
Juneau, Alaska 99811 

(907) 465-3991

March 1C, 1983

MEMORANDUM

TO: Representative Jack McBride

FROM: Jack Kreinhedei
Research Staff

RE: History of Hydro Projects in E lect ion D is t r i c t  1 
Research Request 83-54

You requested that we summarize the development of hydro projects in 
Elect ion D is t r i c t  1, focusing on the Swan Lake, Lake Grace and Tyee 
Lake s i te s .  As you know, the Swan Lake and Tyee Lake projects are 
under construction by the Alaska Power Author i ty ,  wh i le  Lake Grace was 
considered as an a l te rna t ive  to the Swan Lake s i t e .

Ex is t ing  Hydro Projects in Ketchikan and Petersburg

The City of Ketchikan's e lec t r ic  u t i l i t y  generates about 45 percent of 
i t s  annual power production from three e x i s t i n g  hydro f a c i l i t i e s  at 
Ketchikan,  Beaver Fe1 I s ,  and Lake S i l v i s .  The generation capacity of 
these hydro un its is  4 ,200 ,  5 ,000,  and 2,100 k i low a t t s ,  respect ive ly .  
The f i r s t  generating un i t  at the Ketchikan s i te  was i n s t a l l e d  in  1938, 
with another un it  added in 1957. The f i r s t  Beaver Fa l l s  un it  was 
in s t a l le d  in  1946, with two more generators added in 1954. The Lake 
S i l v i s  p lant was i n s t a l l e d  in 1968.

Ketchikan's remaining power demand is  met by d iese l  generators with a 
tota l  capacity of about 18,300 k i low a t ts .  These d iese l  units w i l l  be 
re t i red  except fo r  standby generation purposes when the Swan Lake 
pro ject is  completed.

Petersburg generates about 50 percent of i t s  current power requirements 
from the Crystal Lake hydro p ro jec t .  This pro ject was o r i g i n a l l y  
developed in  1929, with a major expansion in 1955. The current genera­
t ion capacity of the Crystal Lake p lant i s  about 2,000 k i lowa t ts .

The City of Wrangel l present ly generates a l l  of i t s  e l e c t r i c i t y  from 
diesel p lants .
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Lake Grace

Lake Grace i s  located about 15 miles east of Swan Lake on the west 
~ide of Behm Canal . The proposed hydro p lant at Lake Grace would have 
been s ub s tan t ia l l y  la rge r  than Swan Lake in terms of power output and 
cost . The Lake Grace pro ject would provide 25,000 k i lowatts (KW) of 
capacity and 102 m i l l i o n  k i lowa t t  hours (KWH) of average annual energy, 
in  comparison to 18,000 KW of capacity and 85.4 m i l l i o n  KWH of energy 
fo r  the Swan Lake p ro jec t .

You expressed an in te res t  in how the decis ion was made by Ketchikan to 
proceed with development of the Swan Lake hydro s i t e ,  rather than the 
Lake Grace s i t e .  The p r inc ipa l  basis fo r  th is  dec is ion was an appraisal  
report prepared by R.W. Beck and Associates in June 1977 for Ketchikan
Publ ic  U t i l i t i e s .  This report evaluated the technical  and economic
f e a s i b i l i t y  and compared the cost of power fo r  hydro developments at 
Swan Lake, Lake Grace, and Mahoney Lake, which is  a smal ler s i t e .

The R.W* report found that although hydro development was feas ib le  
at each of the three s i t e s ,  Swan Lake was the most economic hydro 
a l t e rn a t i v e  which would e l im ina te  Ketchikan's re l iance on diesel  f u e l .  
The average 10-year cost of power for  the Swan Lake pro ject was 
estimated at 6.7 cents per KWH, compared to 7 .8 cents per KWH for the 
Lake Grace a l t e r n a t i v e .  The Mahoney Lake a l te rna t iv e  was competit ive 
with Swan Lake with a power cost of 6 .7 cents per KWH, but the Mahoney 
Lake s i te  would not generate enough power to replace a l l  of Ketchikan's 
d iesel generation .  A summary comparison of the three projects is
inc luded in  Appendix A, taken from the R.W. Beck report .

You a lso ind icated an in te res t  in  whether the U.S. Borax mineral 
development at Quartz H i l l  was considered in the evaluat ion of a l te rna­
t iv e  hydro pro jects fo r  Ketchikan. I t  appears that the power requ i re­
ments of the Borax development were not given s i g n i f i c a n t  cons iderat ion ,  
fo r  at least two reasons. When the Borax molybdenum discovery was 
f i r s t  announced in  1977, Borax planned to meet i t s  power needs by 
construct ing i t s  own hydro pro ject at Wilson Lake ( t h is  plan was 
l a t e r  dropped because of strong local oppos it ion ,  due in  large part to 
the h igh sport f i s h i n g  value of Wilson Lake) . In a d d i t i o n ,  the City 
of Ketchikan was p r im a r i l y  concerned with meeting the power needs of 
i t s  res idents ,  not of mining or other industr ies  outside of the c i t y .

R.W. Beck recommended that Lake Grace and Mahoney Lake be reevaluated 
as add i t io na l  hydroe lectr ic  developments when the power output from Swan 
Lake nears f u l l  u t i l i z a t i o n .  Lake Grace is  now w i th in  the l i i s ty  Fjords 
National Monument, which may make future development of th is  s i te  more 
d i f f i c u l t .  The Lake Grace area was withdrawn under federal land c l a s s i ­
f i c a t io n  at one time as a power pro ject s i t e ,  but is  unclear whether 
th is  withdrawal was superceded by the National Monument des ignat ion .
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Swan Lcke

The Alaska Power Authority prepared the fo l low in g  b r i e f  h istory of 
the Swan Lake p ro jec t ,  which is  expected to begin producing power 
by January or February of 1984.

The City of Ketchikan,  having made the decis ion to discontinue 
i ts  re l iance on the use of d iese l  e le c t r i c  generation to meet 
r i s i n g  energy demands, author ized the eng ineering f i rm  of R.VI. 
Beck in  September of 1977 to inves t iga te  the f e a s i b i l i t y  of 
deve lop ing ,  as a major hydroe lectr ic  generating resource, the 
Swan Lake Project which is  located approximately 22 miles 
northeast of Ketchikan near the northern end of Carro l l  In le t  
in the central port ion of Rev i l l a g igedo  Is la nd .

In June of 1978, R.W. Beck issued a f e a s i b i l i t y  report i n d ic a t­
ing that a hydroe lectr ic  pro ject which would demonstrate a 
benefi t/cost ra t io  of 1.25 could be constructed at Swan Lake 
at a tota l  investment cost of $80 ,924 ,000 . Subsequently, the 
City of Ketchikan, Ketchikan Publ ic  U t i l i t i e s  (KPU) authorized 
R.W. Beck to proceed with preparation of f i n a l  design of the 
p ro je c t .

The 1980 Leg is la tu re  through j o i n t  reso lu t ion  author ized the 
Alaska Power Authority to issue bonds up to the maximum amount 
of $120,000,000 for f inanc ing  the construction of the Swan Lake 
Pro ject .

Construction was i n i t i a t e d  b> KPU in  November of 1980. Funding 
for  pro ject design and i n i t i a l  construction was secured p r im a r i­
ly  through the proceeds or loans from the Power Author i ty 's  
Power Project Revolving Loan Fund.

On May 28, 1981, the Power Author ity loaned KPU $35,000,000 fo r  
construction from funds which had been ra ised through t; e sa le 
of General Ob l igat ion  Bonds.

On May 21, 1982, the Power Authori ty and KPU executed an
acqu is i t ion  agreement under which, in  return fo r  p rov id ing  
funds to complete pro ject construct ion ,  the Power Authority 
w i l l  receive t i t l e  to the pro ject and as operation of the 
pro ject [beg ins] w i l l  provide s u f f i c ie n t  power fo r  the City of 
Ketchikan's needs via a Power Sales Agreement.

The total  construction cost fo r  the Swan Lake pro ject is  now e s t i ­
mated at $93.5 m i l l i o n  in nominal d o l l a r s .  The target completion 
date is  Apr i l  1984; however, the construction work is  ahead of
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schedule and the project may be completed as ear ly  as January 1984. 
Swan Lake w i l l  have an in s t a l le d  generation capacity of 22.5 megawatts 
and an annual f i rm energy production of about 70 m i l l i o n  KWH. The 
pro ject is  expected to have about 50 percent u t i l i z a t i o n  in i t s  f i r s t  
years of operat ion ;  that i s ,  about 35 m i l l i o n  KWH of the 70 m i l l i o n  KWH 
a va i l a b le  w i l l  be used by Ketchikan Publ ic U t i l i t i e s .  The year in 
which the f u l l  capacity of Swan l.*ke w i l l  be consumed depends la rge ly  
on the rate of increase in future power demand, which is uncerta in .  
However, current Power Authority pro ject ions show the pro ject being 
f u l l y  u t i l i z e d  in about 2002.

Lake Tyee

I be l ieve  that you ha*e seen a copy of my memo on the Tyee project 
to Representative C locks in ,  dated February 11. Attached to that memo 
was a Tyee chronology prepared by the Power Authority which focused 
main ly on cost estimates.  This chronology is  a lso attached here as 
Appendix 2.

The Tyee pro ject was o r i g i n a l l y  proposed by the Thomas Bay Power 
Author i ty ,  a local Petersburg and Wrangel l group. This group was 
f i r s t  interested in the development of the Thomas Bay hydro s i t e ,  but 
a reconnaissance study by the Corps of Engineers ind icated that the 
smal ler  Tyee project was more feas ib le  and cost-effect ive .  Based on 
the Corps study, the Thomas Bay Power Author ity dropped the Thomas 
Bay s i te  in  favor of the Tyee p ro jec t .  When the Alaska Power Authority 
became operat ional  in  1978, an agreement was reached fo r  the Authority 
to take over the development of the pro ject and proceed with design and 
l ic ens in g  work.

The Alaska Power A u t ' i t y  prepared the fo l low ing  b r i e f  h is tory  of the 
Tyee p ro jec t .

On December 19, 1979, the Alaska Power Author ity submitted an a p p l i ­
cation to the Federal Energy Regulatory Commission (FERC) for  the 
construction of the Tyee Hydroelectric Project in the v i c i n i t y  of 
Wrangel l and Petersburg, Alaska.  Our engineers ,  R.W. Retherford 
Associates/International  Engineering Company (IEC0),  estimated the 
cost of the project at that t ime at $53,333,000, in c lud in g  an 
cl lowance for i n f l a t i o n  at the rate of seven percent per year during 
the construction per iod .  Procurement of long-lead-time turb ines 
began in July 1981, in  an t ic ipa t ion  of a FERC l icense .  FERC issued 
a l icense August 5 , 1981, and the award of several add it iona l  
procurement and one construction contract fol lowed almost immedi­
a te ly  thereaf te r .
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The power-on-line date is  scheduled for January 1984. The current 
estimate of the tota l  pro ject cost is  $124 m i l l i o n .  Ava i lab le  
funds inc lude $82 m i l l i o n  in State grants and $50 m i l l i o n  in inter im 
f in anc ing .

The powerhouse is  located in the Tongass National Forest, approx i­
mately 40 miles east-southeast of Wrange l l ,  Alaska. The project 
is  designed to develop the energy potent ia l of Tyee Lake--a natural 
lake at E levat ion 1396--convert i t  to e l e c t r i c i t y ,  and transmit 
the energy to the communities of- Wrangel l and Petersburg for 
d i s t r i b u t io n .

Tyee w i l l  have an i n i t i a l  generating capacity of 20 megawatts, expand­
able to 30 megawatts with the add it ion  of a th i r d  generating u n i t .  
The project w i l l  be able to oroduce about 110 m i l l i o n  KWH per year ,  
of which about 34 m i l l i o n  KW (31 percent) is  expected by the Power 
Authority to be sold to Peters urg and Wrangel l in the f i r s t  year of 
operat ion .  Based on the Powe. Author i ty 's  estimate of 2 .5 percent 
annual increase in  power demand, the power output from the Tyee project 
w i l l  not be f u l l y  u t i l i z e d  u n t i l  the year 2033.

I have a lso attached as Appendix C a memorandum by George Matz of the 
Off ice of Management and Budget which out l ines the h is tory  of the Tyee 
pro ject from the perspective of studies and approva ls .

I f  you have any questions or would l i k e  more spec i f ic  information on 
any of these hydroe lectr ic  p ro jec ts ,  please do not hesitate to contact 
me. A lso , I plan to complete a response to your research request 
on Swan Lake power rates (//83-89) by March 25. This ana lys is  w i l l  
compare pro jected power rates for the Swan Lake project with current 
power generation costs in  Ketchikan and discuss a l te rna t ives  for  re­
ducing Swan Lake ra tes ,  i f  necessary.
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90 
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L a k e  T a p  and 
Va lve 
C h a m b e r

POWER CONDUIT

T u n n e l :
D i a m e t e r ,  F t .....................................  10 9
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Q M a x i m u m ,  c f s  ................................. 1 , 1 6 0  920
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P O W E R H O U S E
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D i s c h a r g e  at A v g .  H e a d ,  c f s  ................  1 , 0 1 4  8 5 5  /8
A v g .  T a i l w a t e r  E l e v a t i o n  ..................... 0 27 88
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APPENDIX 8

C 334 WEST 5th AVENUE • ANCHORAGE, ALASKA 99501 Phone: (907) 277-7641 
(907) 276-0001

February 9, 1983

Mr. Jack Kreinheder 
House Research Agency 
Pouch Y
Juneau, Alaska 99811

Subject: Tyee Hydroelectric Project-Summary o f  Estimated Total Costs

Dear Jack:

As per your request , fo l low in g  is  a b r i e f  summary on the sequence of 
events on the Tyee hydropower pro ject p r im a r i l y  r e la t i n g  to cost. The 
summary o f  Board actions was extracted from our corporate minutes. Most of 
the actions taken by the Board were based on advice from myself and my s t a f f .

Op December 19, 1979, the Alaska Power Author ity submitted a revised 
app l ic a t ion  to the Federal Energy Regulatory Commission (FERC) fo r  the 
construct ion o f  the Tyee Hydroelectr ic Project in the v i c i n i t y  o f  Wrangel l 
and Petersburg, Alaska. Our engineers ,  R.W. Retherford Assoc iates/ Inter­
national  Engineering Company (IECO) estimated the tota l  cost o f  the pro ject at 
that time a t  $39,590,000 (1980$'s ) .  With an al lowance fo r  i n f l a t i o n  and 
in te res t  dur ing construction the estimated tota l  cap ita l  investment at that 
time came to $53,333,000.

In September 1980, IECO submitted a revised cost estimate of $50,976,000 
(August 1980$'s ) .

Ear ly  in  1981, the Power Author ity reta ined FBASC0 Serv ices , I n c . ,  to 
prepare an independent cost estimate. EBASC0 subsequently estimated the total  
pro ject cost at $96,693,000 (May 1981$' s ) .  Escalated to the midpoint of 
construct ion ,  th is  would represent a completed cost of approximately $11J 
m i l l i o n .  A fter  rev iewing the EBASC0 estimate , IECO conceded that i t s  pre­
vious estimates were low and IECO ra ised i t s  estimate to $81,069,000 (June 
1981$'s ) .  EBASC0 refuted th is  rev ised estimate.

Procurement of long-lead-time turb ines began in  July  1981 in  a n t i c i ­
pat ion o f  a FERC l icense .  The Board of Directors was rea l igned  by Statute 
in the l a t t e r  part o f  July  1981. The FERC issued a l icense on August 5,
1981 and the award o f  several add i t iona l  procurement and one construction 
contract fo l lowed almost immediately thereaf ter .

IECO continued to make monthly reports on the status o f  the p ro jec t ,  
inc lud ing  estimated tota l  pro ject costs. I t  i s  important to note that by 
the end o f  March 1982, IECO had increased i t s  p ro ject  estimate to $97,072,000,
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inc lud ing  engineering costs p r i o r  to construct ion .  In the March report the 
overhead transmission l i n e  was estimated to cost $12,840,000 plus a 
$6,000,000 contingency. Less than two months l a t e r ,  dur ing the b id opening 
for  that contract ,  IECO provided an eng ineer 's  estimate of $23,280,887.00-- 
an estimate that is  24 percent above any previous estimate , i n c lu d i r g  con­
tingency funds. The actual low b id was even h igher at $24,901,466.

S ta rt ing  with the IECO estimate from the March 1982, report ,  ad just ing  
fo r  the actual low bid on the transmission l i n e ,  and adding the estimated 
cost fo r  a proposed separate substation construction contract ,  the estimated 
tota l  pro ject cost was increased by IECO to $110,133,000 (May 1982). This 
did not inc lude approximately $5 m i l l i o n  fo r  owner provided insurance.
During the months that fo l lowed ,  the tota l  pro ject cost has decreased and 
increased, s l i g h t l y ,  as adjustments have been made fo r  actual bids on r e l a ­
t i v e l y  small procurement con t rac ts . .

In December 1982, and again in January 1983, senior s t a f f  o f  IECO and 
IECO' parent company, Morrison Knudson (M-K), met with representatives o f  the 
Power Author ity to discuss construct ion management of the p ro jec t ,  inc lud ing  
total  pro ject  costs. The la t e s t  in format ion from IECO is that the tota l  pro­
je c t  cost w i l l  not exceed $124,836,100. The Power Authori ty has asked the 
parent company, M-K, to completely review th is  estimate.  A report from the 
M-K s t a f f  is  ant ic ipated  the second week o f  March 1983.

A summary o f  Board act ions ,  as extracted from our corporate minutes, is  
as fo l lows :

October 4 ,  1978 Board receives report on Tyee Project in d ic a t in g  tha t ,  
according to the reconnaissance scudy by Robert W. Retherford Associates,  
(RWR) the Project looks favorab le  and that Thomas Bay Power Commission 
(TBPC) w i l l  soon enter in to  contract with RWR fo r  Federal Energy Regulatory 
Commission (FERC) work and that TBPC may request the Alaska Power Author ity 
to take over the p ro jec t .

November 18, 1978 APA Board voted to make $120,000 loan to TBPC for Tyee 
FERC work and th is  would supplement the $300,000 a v a i l a b le  from the Water 
Resources Revolving Loan Fund (WRRLF) in  order to cover the $475,000 contract 
with RWR.

June 21, 1979 Board makes a loan to TBPC o f  $60,000 fo r  Tyee Pro ject .  TBPC 
and Representative E.J . Haugen request the APA take over Tyee. The Board 
d irected s t a f f  to b r ing  in format ion back at next Board meeting fo r  Project 
take-over.

September 27, 1979 Tyee Letter of Understanding with TBPC adopted by Board.

November 2, 1979 Board authorized Executive D irector to submit FERC l icense 
a pp l i c a t io n .  Also passed "stop-the-clock" reso lu t ion  needed for  bonding.

February 7, 1980 Board agreed to extend contract fo r  advanced Engineer ing
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and Design to IECO fo r  Tyee but i t  was l a t e r  decided with lega l  counci l to 
seek competit ive proposals .

A pr i l  18, 1980 Board selects IECO fo r  the Engineer ing and Design from among 
three proposals.

October 23, 1980 Board informed that costs have increased from $39,000,000 
to $51,000,000 and has IECO exp la in  to Board.

Apr i l  20, 1981 Board selects consultant panel as required by FERC.

May 14, 1981 Board awards Bids fo r  Turbines.

July 6 ,  1981 Board considered awarding contract fo r  Steel lowers and Conductors 
but defers "notice to proceed" u n t i l  a f te r  opening of major C iv i l  Contract 
so that the Board could get a better f i x  on the true cost of the Project.

August 18, 1981 FERC l icense has been received.  Bids for  C iv i l  construction 
were reviewed as were the economics of the Project based on new cost 
estimates. Notice-to-proceed was given on Towers and Conductors. The 
Board was informed that e x i s t i n g  funds were i n s u f f i c i e n t  and that in ter im 
f inanc ing  would be necessary. Board deferred action un t i l  the next meeting.

September 10, 1981 Board awards C iv i l  Works contract to Southeast Harrison 
Western (SEHW) a f t e r  lengthy debate.

October 2, 1981 Board informed on lega l  actions aga inst Tyee construction 
contracts . Meed fo r  in te r im  f inanc ing  was discussed and ind icated a 
proposal would be presented to the Board in  December, 1981. Risk Management's 
des ire  to use "Wrap-up Insurance" on Tyee Project was discussed and actions 
that would be taken to effectuate such a program.

December 15, 1981 A Finance Plan was presented to the Scard. I t  was 
recommended that the Board appoint a subcommittee to review the f e a s i b i l i t y  
o f  the Tyee Project based on present knowledge o f  the costs. Commissioner^ 
Ward and Muel ler and Dr. Weeden were appointed to the subcommittee. The 
Board moved that f i n a l  f inanc ing  documents fo r  f inanc ing  be prepared. The 
economics o f  the Pro ject was reviewed.

January 22, 1982 Senator Dankworth and Representative Haugen addressed the 
Board and recommended proceeding with in te r im  f inanc ing .  Board authorized 
secur ing o f  $50,000,000 in  in te r im  f inanc ing .  Board awarded a contract fo r  
Underwater Cables.

May 25, 1982 The Board awarded the Overhead Transmission Line contingent 
upon the Leg is la tu re  not passing a piece of l e g i s l a t i o n  that was being 
considered but that subsequently was not passed. Thus, on June 3, 1982 the 
Executive Director informed the Board o f  in's in tent  to issue the award fo r  
Transmission Tower construction .
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October 22, 1982 The Board awarded contract for Transformers.

I t rust th is  information is o f assistance to you. I f  there is  any 
fu rther  information you need, please ca l l  on me.

S incere ly ,

Er ic P. Yould 
Executive Director

CC:
C. Conway 
Comm. D. Lyon
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Associate Director
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George MatzT s u b j e c t

Division of Strategic Planning 
Office of Management and Budget

February 23, 1983

465-3573

T y e e  L a k e  P r o j e c t

C

There has been controversy recently regarding the Tyee Lake 
Project. The City of Petersburg has stated that the cost of 
power from the project is too expensive and they may not want to 
sign a power sales contract under the terms initially proposed by 
the Alaska Power Authority (APA). This situation has lead to an 
examination of other questions including the projects economic 
feasibility and the process by which this is determined. The 
purpose of this memo is to provide an historical perspective on 
the question of economic feasibility. The information in this 
memo should supplement rather than duplicate information in a 
February 9, 1983 memo from Eric Yould to Jack Kreinheder and a
February 11, 1983 memo from Jack Kreinheder to Representative
Dor. "locksin.

The feasibility study for the Tyee Lake Project was completed for 
the APA in December of 1979. The statute at this time (AS 
44.56.180) required the Office of the Governor to evaluate APA 
feasibility studies. Since the APA was in its infancy and the 
Tyee Lake Project was its first project to have completed a 
feasibility study, no formal review was undertaken.

In 1980, the Legislature passed an omnibus energy bill (Ch 83,
SLA 1980) which amended requirements for APA reconnaissance and 
feasibility studies. This bill also requires the Division of 
Budget and Management (now Office of Management and Budget.) to 
review these studies for statutory compliance and provide a 
recommendation to the Governor and the Legislature for feasi­
bility studies. However, certain projects, including the Tyee 
Lake Project, had been previously approved by the Legislature 
and were exempted from review by the Division of Budget and 
Management. House Joint Resolution No. 62, which had been 
approved by the Legislature earlier in the 1980 session, stated 
that the general design of the Tyee Lake Project was approved and 
that the APA could incur $70,000,000 in revenue bond indebtedness 
to finance the project.
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In 1981, the Legislature once again made significant amendments .
to the APA statutes (Ch 118, SLA 1981). One of the more signi- \
ficant amendments established a Power Development Fund to be 
used primarily for financing construction ^ f State owned power 
project/:. Restrictions were placed on the use of this fund.
One of these restrictions (AS 44.83.394) states that "the 
authority may not use money in the fund for a power project 
except in compliance with AS 44.83.177-44.83.187 and unless 
the authority determines that the project is economically 
feas ible."

Ch 90, SLA 1981 (which was the appropriation bill which 
accompanied Ch 113, SLA 1981) made appropriations to begin 
construction on three power projects. These projects, and the 
amount of their respective appropriations are Tyee Lake Project 
- $48,000,000, Swan Lake Project - $53,000,000, and the Terror 
Lake Project $81,500,000. Additional appropriations in the 
form of a loan, had previously been made to each of these 
projects. These loans we r t converted to grants by another 
bill Ch 91, SLA 1981.

Although each of these projects had completed feasibility studies 
and received legislative approval, AS 44.83.394 required a 
final review of the economic feasibilty of each project before 
the APA could make expenditures from the Power Development .
Fund. The statutes are not specific as to how the economic V
feasibility should be determined. The APA assumed that the 
feasibility assessment should be treated as an updated supplement 
to previous feasibility studies rather than repeat the entire 
process.

Apparently, the APA's first attempt at complying with AS 44.83.394 
was an August 13, 1981 memo from Robert Mohn, Director of
Engineering to the Record (see Attachment A). The information 
in this memo was presented to the August 18, 1981 meeting of
the APA Board of Directors to demonstrate that even with more 
recent and higher construction cost estimates, the Tyee Lake 
Project was economically feasible at the "most likely" load 
growth rates. Following this presentation, the Board was 
asked to approve the award of construction contracts which 
would obligate funds in the Power Development Fund. It should 
be noted that this was the first meeting of a newly appointed 
Board of Directors and not all.of the Board members were familiar 
with statutory requirements for power projects.

Ron Lehr, a Board member and Director of Budget and Management 
at that time, questioned some of the points used in the presen­
tation and requested backup information. This information was 
sent to Budget and Mangemer.t where staff found the information 
inadequate to make a determination regarding the economic
feasibility of the Tyee Lake Project. APA staff was informed 
of thi3 and responded in a September 10, 1981 letter with
copies of the calculations used for the August 13, 1981 memo.



Budget and Management staff reviewed these calculations, 
found some technical errors, and requested that corrections 
be made in the analysis. Apparently, the request led to a 
decision by the APA to provide a more complete and adequate 
explanation of the economic feasibility of the project. The 
product of this effort was a "Findings and Recommendations" 
report that was completed on December 2, 1981 and distributed
to the Board at its December meeting. This report fully 
explained the assumptions that were being used and provided 
enough details to review the economic feasibility of the 
project.

Although a review by Budget and Management of the "Findings 
and Recommendations" report was not required by statute, a 
review was undertaken for the benefit of Ron Lehr who's 
interest was both as a Board member and State Budget Director.
Ron "jehr distributed this review to the Board at its January,
1 9 82 meet ing.

The Budget and Management review (Attachment B) questioned 
several assumptions and calculations used in the "Findings 
and Recommendations" report. The conclusion of the review 
is that the Tyee Lake Project may not be economically feasible 
based on the "most likely" load forecast but should be eco­
nomically feasible if the actual load should exceed the 
"mu3 t likely" load forecast. Some of the more significant 
points brought out in the review are giver, below.

1) If and When - The economic feasibility analysis of a 
power project, particularly projects having a long life 
such as hydro power, should not only determine "if" the 
project is feasible but "when" is the most economic 
time to begin construction. A timing exercise of this 
nature was not done for the Tyee Lake Project even 
though such an exercise is most applicable to projects 
which have initial overcapacity, such as the Tyee Lake 
Project.

2) Reserve Capacity - Neither this economic analysis or cost 
of power calculation considered the cost of reserve 
capac ity.

3) Load Forecast - The base year for the load forecast was 
higher than actual data. Also, the load forecast assumed 
an increase in electric space heating even though fuel 
oil appears to be a less expensive alternative.

4) Alternative - A number of smaller and less remote hydro- 
electric alternatives were not given detailed considerat ion. 
U.S. Army Corps of Engineers data indicates that some
of these projects could have lower power costs than the 
Tyee Lake Project. Also, since all of the projects 
were smaller, overcapacity would not be a s ign i.f icant 
problem.
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The load forecast in the most significant and perhaps the most 
uncertain parameter which applies to the economic feasibility 
of the Tyee Lake Project. Since the load forecasts were made 
a few years ago, we now have the benefit of hindsight to 
assess the accuracy of the first few years of the forecast.
This information is presented below based on the "most likely" 
forecast for the "Findings and Recommendations" report and 
the "expected" forecast for the Feasibility Study. The 
Feasibility Study used 1978 as the last year of actual data. 
Neither of these forecasts, as presented, subtract out approxi­
mately 11,700 MWh of annual generation from an existing 
hydroelectric facility near Petersburg.

c

Energ^ Sales (MWh) for Wrangell and Petersburg

Year Ac tual

1978 29,981
1979 29 , 087
1980 29,788
198 1 29 , 222
1982 30,989

Findings and 
Recommendations 

Report______

30,535 
31,726 
32,963

Feasibility
Study

29 ,98 1 
31,445 
32,990 
35,275 
37,710

In summary, commitments to the Tyee Lake Project have been 
slightly ahead of establishing a more rigorous process for 
assessing the economic feasibility of proposed APA projects 
Specifically:

(

1) the feasibility study for the project was completed 
before an independent review process was firmly established 
by the Legislature;

2) the Legislature approved the project without benefit of 
an independent cost analysis as now required by statute; 
and

3) construction contracts had been awarded before the "Findings 
and Recommendations" report had been completed and before 
the provisions of AS 44.83.394 has been met.

L



S t  a t  is o r  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R  
( t U N R A U

F e b r u a r v  8 1 9 8 4

T h e  H o n o r a b l e  J a l m a r  K e r t ^ u l a  
A l a s k a  S t a t e  S e n a t e  

P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  S e n a t o r  K e r t t u l a :

U n d e r  t h e  a u t h o r i t y  o f  ar t .  Il l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to t h e  
s a l e  o f  p o w e r  b y  t h e  A l a s k a  P o w e r  A u t h o r i t y .  T h e  b i l l  
a m e n d s  p o r t i o n s  o f  A S  4 4 . 8 3 . 3 9 8 ,  w h i c h  g o v e r n s  s a l e  o f  
p o w e r  f r o m  p r o i e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .  T h e  
a m e n d m e n t s  ar^ n e c e s s a r y  b e f o r e  p o w e r  s a l e s  a g r e e m e n t s  c a n  
b e  s i g n e d  a n d  l o n g - t e r m  f i n a n c i n g  c a n  b e  p u t  i n  p l a c e  f o r  
t h e  L a k e  T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h ,  a n d  T e r r o r  L a k e  
h y d r o e l e c t r i c  p r o j e c t s  —  t h e  " f o u r  d a m  p o o l . "

A  s e c t i o n - b y - s e c t i o n  a n a l y s i s  f o l l o w s .

S e c t i o n s  1 (by a m e n d i n g  A S  4 4 . 8 3 . 3 9 8 ( a ) )  a n d  5 (by r e p e a l ­
i n g  A S  4 4 . 8 3 . 3 9 8 ( d ) )  o f  t h e  b i l l  e l i m i n a t e  r e s t r i c t i o n s  o n  
i n d u s t r i a l  p o w e r  r a t e s  t h a t  m a y  b e  c h a r g e d  b y  u t i l i t i e s  
p u r c h a s i n g  p o w e r  from' p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  
A l a s k a .  T h e  s t a t u t e  .c u r r e n t l y  p r o h i b i t s  u t i l i t i e s  f r o m  
c h a r g i n g  a r e t a i l  p o w e r  r a t e  to i n d u s t r i a l  c o n s u m e r s  t h a t  

i s  l e s s  t h a n  t h e  r a t e  c h a r g e d  t o  r e s i d e n t i a l  c o n s u m e r s .  

T h e  c h a n g e  a l l o w s  u t i l i t i e s  co o f f e r  a l o w e r  r ite to 

l a r g e - v o l u m e  c o n s u m e r s ,  o r  c o n s u m e r s  w h o  c u r r e n t l y  u s e  

t h e i r  o w n  g e n e r a t i o n  s o u r c e s ,  w h i c h  s h o u l d  r e f u c e  t h e  

o v e r a l l  r a t e  t o  a l l  c o n s u m e r s .  T h e  a u t h o r i t y  h a s  d i s ­

c u s s e d  w i t h  t h e  u t i l i t i e s  t h e  u s e  o f  f i x e d - t e r m  s u p p l y  

contracts with industrial users with the length of the 
c o n t r a c t  l i m i t e d  s o  t h a t ,  w h e n  u s a g e  o f  p o w e r  f r o m  t h e  
h y d r o e l e c t r i c  f a c i l i t i e s  a p p r o a c h e s  c a p a c i t y ,  m o r e  p o w e r  
w i l l  b e  a v a i l a b l e  to r e s i d e n t i a l  c o n s u m e r s  a n d  t h e y  w i l l  
n o t  e n d  u p  s u b s i d i z i n g  i n d u s t r i a l  p o w e r  r a t e s .
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S e c t i o n  1 a l s o  p r o v i d e s  f o r  t h e  c o m b i n a t i o n  of t h e  L a k e  

T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h ,  a n d  T e r r o r  L a k e  h y d r o e l e c ­
t r i c  p r o j e c t s  i n t o  o n e  p o w e r  p r o j e c t  f o r  t h e  p u r p o s e s  of 

t h e  w h o l e s a l e  p o w e r  r a t e  c a l c u l a t i o n  in A S  4 4 . 8 3 . 3 9 8 -  
(b) (1) . T h i s  p o w e r  p r o j e c t  is r e f e r r e d  to as t h e  " i n i t i a l  
p r o j e c t . "

S e c t i o n  2 d e l e t e s  t h e  " S u s i t n a  c l a u s e "  i n  A S  4 4 . 8 3 . 3 9 8 -  
(b) (2) . R e p e a l  o f  t h i s  p r o v i s i o n  i s  d e s i r e d  b y  b o t h  the 
a u t h o r i t y  a n d  t h e  p u r c h a s i n g  u t i l i t i e s  b e c a u s e  o f  t h e  p o ­
t e n t i a l  e f f e c t  o n  r a t e s .  I t  i s  a l s c  v i e w e d  as c r u c i a l  to 
t h e  l o n g - t e r m  f i n a n c i n g  o f  t h e  i n i t i a l  p r o j e c t  a n d  f u t u r e  
p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .  T h e  r a t i n g  
s e r v i c e s  a r e  r e l u c t a n t  t o  g i v e  a f a v o r a b l e  r a t i n g  to r e v e­
n u e  b o n d s  i s s u e d  w i t h  t h i s  p r o v i s i o n  i n  p l a c e  b e c a u s e  of 
t h e  p o s s i b i l i t y  t h a t  r a t e p a y e r s '  r a t e s  c o u l d  i n c r e a s e  s u b­
s t a n t i a l l y  i n  1 9 9 1 .  T h e  r a t e s  c o u l d  b e  h i g h  e n o u g h  to 
r e d u c e  d e m a n d  a n d  r e v e n u e s ,  t h u s  j e o p a r d i z i n g  t h e  a b i l i t y  
o f  t h e  u t i l i t i e s  to m e e t  t h e i r  p a y m e n t  o b l i g a t i o n s  u n d e r  
t h e  p o w e r  s a l e s  c o n t r a c t s .

S e c t i o n  2 a l s o  d e s c r i b e s  t h e  m e t h o d  f o r  d e t e r m i n i n g  the 
a m o u n t s  to b e  a l l o c a t e d  to e a c h  h y d r o e l e c t r i c  f a c i l i t y  in 
t h e  i n i t i a l  p r o j e c t .  U n d e r  t h i s  c o m b i n e d  s y s t e m  t h e  f a­
c i l i t i e s  s h a r e  t h e  d e b t  s e r v i c e  f o r  t h e  e n t i r e  p r o j e c t  a n d  
t h e r e  is a s i n g l e  c e n t s - p e r - k i l o w a t t - h o u r  r a t e  f o r  d e b t  

s e r v i c e  a p p l i c a b l e  t o  a l l  f o u r  h y d r o e l e c t r i c  f a c i l i t i e s  in 
t h e  i n i t i a l  p r o j e c t .  T h e  r a t e  f o r  c o s t s  o f  o p e r a t i o n s ,
m a i n t e n a n c e ,  e q u i p m e n t  r e p l a c e m e n t ,  s a f e t y  i n s p e c t i o n s ,  
a n d  i n v e s t i g a t i o n s  is d e t e r m i n e d  s e p a r a t e l y  f o r  e a c h  f a ­
c i l i t y .  T h e  r e s u l t  i s  a d i f f e r e n t  w h o l e s a l e  r a t e  f o r  e a c h  
f a c i l i t y  i n  t h e  i n i t i a l  p r o j e c t ,  b u t  a s h a r i n g  o f  d e b t  
s e r v i c e  w h i c h  s u b s t a n t i a l l y  r e d u c e s  t h e  w h o l e s a l e  r a t e  f o r  
p r o j e c t s  s u c h  a s  L a k e  T y e e .

S e c t i o n  3 a d d s  a s e n t e n c e  t o  A S  44. r j . 3 9 8  (e) t o w a l l o w  t h e  
p o w e r  a u t h o r i t y  t o  c o n t r a c t u a l l y  l i m i t  t h e  a m o u n t  o f  d e b t  
s e r v i c e  p a y a b l e  b y  p o w e r  p u r c h a s e r s  a s  a c o n s e q u e n c e  o f  
t h e  l a t e r  a d d i t i o n  o f  n e w  p r o j e c t s  t o  t h e  e n e r g y  p r o g r a m  
f o r  A l a s k a .

S e c t i o n  4 r e m o v e s  t h e  r e f e r e n c e  t o  t h e  " S u s i t n a  c l a u s e "  
f r o m  A S  4 4 . 8 3 . 3 9 8 ( g ) .

S e c t i o n  6 p r o v i d e s  f o r  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

S i n c e r e l y

Bi:

G o v e r n o r



A l a s k a  P o w e r  A u t h o r i t y

C o m m i s s i o n e r :  D L y o n

E x e c u t i v e  D i r e c t o r :  L a r y  C r a w f o r d

B o a r d  m e e t i n g ,  22 F e b r u a r y  1 9 8 4

P o w e r  S a l e s  a g r e e m e n t s ;

1. C o p p e r  V a l l e y :  c l o s e  t o  a n  a g r e e m e n t .  J i m  B i l l i n g a m e ,
m a n a g e r  o f  u t i l i t i e s s t a t e s  t h a t  h e  s h o w s  s o m e  c o n c e r n  of 
c o n f r o n t i n g  h i s  p u b l i c  w i t h  a c o s t  n o t  s e e n  b e f o r e .  P r e s e n t l y  

G l e n n a l l e n  d i e s e l  g e n e r a t i o n  is .06 P K H  a n d  p r o p o s e d  A P A  p o w e r  
w i l l  b e  .07 PKW. T h i s  c o n s t i t u t e s  a 40% i n c r e a s e  t o  som e .  V a l d e z  
i s  a n  e m p h a t i c  NO! A v e r a g e  m o n t h l y  c o n s u m p t i o n  in G l e n n a l l e n
is 3 4 0  K W H  a n d  t r a n s l a t e s  t o  $ 9 0  p e r  m o n t h ,  w h i l e  V a l d e z  

is r u n n i n g  a n  a v e r a g e  m o n t h l y  b i l l  of 550 K W H  o r  $ 1 5 1 .  p e r  m o n t h .
A  4 0 %  i n c r e a s e  c a n  b e  d e v a s t a t i n g .

2. W r a n g e l l :  M a t t  C o l e  ( p o s i t i o n  u n k n o w n )  w i l l  b e  t a k i n g  p o w e r
s a l e s  a g r e e m e n t  to c i t y  c o u n c i l  T h u r s d a y  n i g h t  (Feb 23rd) f o r  
c o n s i d e r a t i o n .  H e  s a y s  d i s c u s s i o n  ( i n f o r m a l )  w i t h  c o u n c i l  
m e m b e r s  a p p e a r s  g o o d  a n d  c o n t r a c t  m a y  b e  f o r t h c o m i n g .

3. K o d i a k :  D a v i d  N e e s e ,  M g r  o f  M u n i - p o w e r .  M u n i c i p a l i t y  h a s  a g r e e d
t o  p u r c h a s e  p o w e r  f r o m  A P A .  T w o  s u g g e s t i o n s :  p o s s i b l e  l o a n s  t o

c o n s u m e c s  a n d  the e s t a b l i s h m e n t  o f  a n  a d v i s o r y  b o a r d .

4. K e t c h i k a n :  R i c k  - ? — . m g r  of u t i l i t i e s  s a y s  it l o o k s  v e r y

g o o d ,  c o n t r a c t  in t h e  m a k i n g  w i t h  q u e s t i o n s  as to w o r d i n g

o f  l e g a l  d o c u m e n t s .

5. P e t e r s b u r g :  NO'.'

M a n a g e m e n t  s t u d y  ( s t a t u s  r e p o r t )  p r e s e n t e d  b y  R o g e r  M c M a n n u s  of 
M e a d  c o n s u l t a n t s  for F Y  84, F Y  85, F Y  86.

P r e s e n t l y  A P A  e m p l o y e s  69 p e r s o n s

E x e c u t i v e  D e p t ------------------ 4

P l a n n i n g  ------------------------ 9
P r o j e c t s ------------------------ 18
O p e r a t i o n s  --------------------- 7
F i n a n c e - A d m i n i s t r a t i o n  ----31

A P A  is a s k i n g  for an i m m e d i a t e  i n c r e a s e  o f  16,' 17 m o r e  F Y  85, a n d  
a n  a d d i t i o n a l  9 for FY 86 to t o t a l  1 1 1  p e r s o n s .

19 8 4  S u s i t n a  c o n t i n g e n c y  fun d :  3 . 1 8  M i l l i o n  d o l l a r s
D r i l l i n g  r e q u e s t  ( w a n t a n a  dam) 1 . 9  m i l l i o n ,  if a p p r o v e d  t h i s

w i l l  l e a v e  in the c o n t i n g e n c y  f u n d  1 . 2 8  m i l l i o n .

C o m p e t i t i v e  b i d d i n g  on W a t a n a  D a m  d r i l l i n g  w i l l  be l e t  27 F e b  84 
w i t h  ^ w a r d i n g  of c o n t r a c t  s o m e t i m e  in m i d  A p r i l  84.
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Repeal of the "Susitna Clause" w i l l  remove the ob l i ga t ion  that the 
State must appropriate $5 b i l l i o n  to the Power Development Fund by 
1991 in  order to prevent t r ig ge r in g  of a requirement that there be 
a 10 percent rate of return on power pro ject investments.
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Repeal of the "Susitna Clause" w i l l  remove the ob l iga t ion  that the 
State must appropriate $5 b i l l i o n  to the Power Development Fund by 
1991 in  order to prevent t r ig ge r in g  of a requirement that there be 
a 10 percent rate of return on power project investments.



A l a s k a  P o w e r  A u t h o r i t y

C o m m i s s i o n e r :  D L y o n

E x e c u t i v e  D i r e c t o r :  L a r y  C r a w f o r d

B o a r d  m e e t i n g ,  22 F e b r u a r y  1 1 8 4

P o w e r  S a l e s  a g r e e m e n t s ;

1. C o p p e r  V a l l e y :  c l o s e  t o  a n  a g r e e m e n t .  J i m  B i l l i n g a m e ,
m a n a g e r  o f  u t i l i t i e s s t a t e s  t h a t  h e  s h o w s  s o m e  c o n c e r n  of 

c o n f r o n t i n g  h i s  p u b l i c  w i t h  a c o s t  n o t  s e e n  b e f o r e .  P r e s e n t l y  

G l e n n a l l e n  d i e s e l  g e n e r a t i o n  is .06 P K H  a n d  p r o p o s e d  A P A  p o w e r  
w i l l  b e  .07 PKW. T h i s  c o n s t i t u t e s  a 40% i n c r e a s e  t o  s o m e .  V a l d e z  
is a n  e m p h a t i c  NO! A v e r a g e  m o n t h l y  c o n s u m p t i o n  i n  G l e n n a l l e n

is 3 4 0  K W H  a n d  t r a n s l a t e s  t o  $ 9 0  p e r  m o n t h ,  w h i l e  V a l d e z  

is r u n n i n g  a n  a v e r a g e  m o n t h l y  b i l l  of 550 K W H  o r  $ 1 5 1 .  p e r  m o n t h .
A  40% i n c r e a s e  c a n  b e  d e v a s t a t i n g .

2. W r a n g e l l :  M a t t  C o l e  ( p o s i t i o n  u n k n o w n )  w i l l  b e  t a k i n g  p o w e r
s a l e s  a g r e e m e n t  t o  c i t y  c o u n c i l  T h u r s d a y  n i g h t  (Feb 23rd) f o r  
c o n s i d e r a t i o n .  H e  s a y s  d i s c u s s i o n  ( i n f o r m a l )  w i t h  c o u n c i l  
m e m b e r s  a p p e a r s  g o o d  a n d  c o n t r a c t  m a y  b e  f o r t h c o m i n g .

3. K o d i a k :  D a v i d  N e e s e ,  M g r  of M u n i - p o w e r .  M u n i c i p a l i t y  h a s  a g r e e d
t o  p u r c h a s e  p o w e r  f r o m  A P A .  T w o  s u g g e s t i o n s :  p o s s i b l e  l o a n s  t o

c o n s u m e r s  a n d  t h e  e s t a b l i s h m e n t  o f  a n  a d v i s o r y  b o a r d .

4. K e t c h i k a n :  R i c k  - ? — . m g r  of u t i l i t i e s  s a y s  i t  l o o k s  v e r y

g o o d ,  c o n t r a c t  i n  t h e  m a k i n g  w i t h  q u e s t i o n s  as to w o r d i n g

o f  l e g a l  d o c u m e n t s .

5. P e t e r s b u r g :  NOV

M a n a g e m e n t  s t u d y  . s t a t u s  r e p o r t )  p r e s e n t e d  b y  R o g e r  M c M a n n u s  of 
M e a d  c o n s u l t a n t s  f o r  F Y  84, F Y  85, F Y  86.

P r e s e n t l y  A P A  e m p l o y e s  69 p e r s o n s

E x e c u t i v e  D e p t ------------------ 4

P l a n n i n g  ------------------------  9
P r o j e c t s -------------------------18
O p e r a t i o n s -----------------------7 11 i j i
F i n a n c e - A d m i n i s t r a t i o n  31 'JjJ*''

A P A  is a s k i n g  f o r  an i m m e d i a t e  i n c r e a s e  o f  16, 17 m o r e  F Y  85, a n d  
a n  a d d i t i o n a l  9 f o r  F Y  86 to t o t a l  111 p e r s o n s .

1 9 8 4  S u s i t n a  c o n t i n g e n c y  f u n d :  3 . 1 8  M i l l i o n  d o l l a r s
D r i l l i n g  r e q u e s t  ( w a n t a n a  dam) 1.9 m i l l i o n ,  if a p p r o v e d  t h i s

w i l l  l e a v e  in t h e  c o n t i n g e n c y  f u n d  1 . 2 8  m i l l i o n .

C o m p e t i t i v e  b i d d i n g  o n  W a t a n a  D a m  d r i l l i n g  w i l l  b e  l e t  27 F e b  84 
w i t h  a w a r d i n g  o f  c o n t r a c t  s o m e t i m e  in m i d  A p r i l  84.



S t a t u  o  r  A  l  a  s  k  a
O F F I C E  O F  T H E  G O V E R N O R  

i l U N T . A U

F e b r u a r y  8 , 1 9 8 4

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
A l a s k a  S t a t e  S e n a t e  

P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  S e n a t o r  K e r t t u l a :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  se c .  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to t h e  
s a l e  o f  p o w e r  b y  t h e  A l a s k a  P o w e r  A u t h o r i t y .  T h e  b i l l  
a m e n d s  p o r t i o n s  o f  A S  4 4 . 8 3 . 3 9 8 ,  w h i c h  g o v e r n s  s a l e  o f  
p o w e r  f r o m  p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .  T h e  
a m e n d m e n t s  a r e  n e c e s s a r y  b e f o r e  p o w e r  s a l e s  a g r e e m e n t s  c a n  
b e  s i g n e d  a n d  l o n g - t e r m  f i n a n c i n g  c a n  b e  p u t  i n  p l a c e  f o r  
t h e  L a k e  T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h ,  a n d  T e r r o r  L a k e  
h y d r o e l e c t r i c  p r o j e c t s  —  t h e  " f o u r  d a m  p o o l . "

A  s e c t i o n - b y - s e c t i o n  a n a l y s i s  f o l l o w s .

S e c t i o n s  1 (by a m e n d i n g  A S  4 4 . 8 3 . 3 9 8 ( a ) )  a n d  5 (by r e p e a l ­
i n g  A S  4 4 . 8 3 . 3 9 8 ( d ) )  o f  t h e  b i l l  e l i m i n a t e  r e s t r i c t i o n s  o n  
i n d u s t r i a l  p o w e r  r a t e s  t h a t  m a y  b e  c h a r g e d  b y  u t i l i t i e s  
p u r c h a s i n g  p o w e r  from' p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  
A l a s k a .  T h e  s t a t u t e  , c u r r e n t l y  p r o h i b i t s  u t i l i t i e s  f r o m  
c h a r g i n g  a r e t a i l  p o w e r  r a t e  to i n d u s t r i a l  c o n s u m e r s  t h a t  

is l e s s  t h a n  t h e  r a t e  c h a r g e d  to r e s i d e n t i a l  c o n s u m e r s .  

T h e  c h a n g e  a l l o w s  u t i l i t i e s  t o  o f f e r  a l o w e r  r a t e  to 

l a r g e - v o l u m e  c o n s u m e r s ,  o r  c o n s u m e r s  w h o  c u r r e n t l y  u s e  

t h e i r  o w n  g e n e r a t i o n  s o u r c e s ,  w h i c h  s h o u l d  r e d u c e  t h e  

o v e r a l l  r a t e  to a l l  c o n s u m e r s .  T h e  a u t h o r i t y  h a s  d i s ­

c u s s e d  w i t h  t h e  u t i l i t i e s  t h e  u ; e  o f  f i x e d - t e r m  s u p p l y  

contracts with industrial users with the length ox the 
c o n t r a c t  l i m i t e d  s o  t h a t ,  w h e n  u s a g e  o f  p o w e r  f r o m  t h e  
h y d r o e l e c t r i c  f a c i l i t i e s  a p p r o a c h e s  c a p a c i t y ,  m o r e  p o w e r  
wil.l b e  a v a i l a b l e  t o  r e s i d e n t i a l  c o n s u m e r s  a n d  t h e y  w i l l  
n o t  e n d  u p  s u b s i d i z i n g  i n d u s t r i a l  p o w e r  r a t e s .



2

S e c t i o n  1 a l s o  p r o v i d e s  f o r  t h e  c o m b i n a t i o n  o f  t h e  L a k e  

T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h ,  a n d  T e r r o r  L a k e  h y d r o e l e c ­
t r i c  p r o j e c t s  i n t o  o n e  p o w e r  p r o j e c t  f o r  t h e  p u r p o s e s  o f  

t h e  w h o l e s a l e  p o w e r  r a t e  c a l c u l a t i o n  in A S  4 4 . 8 3 . 3 9 8 -  
(b) (1) , T h i s  p o w e r  p r o j e c t  is r e f e r r e d  to a s  t h e  " i n i t i a l  

p r o j e c t . "

S e c t i o n  2 d e l e t e s  t h e  " S u s i t n a  c l a u s e "  in A S  4 4 . 8 3 . 3 9 8 -  
(b) (2) . R e p e a l  o f  t h i s  p r o v i s i o n  is d e s i r e d  b y  b o t h  the 
a u t h o r i t y  a n d  t h e  p u r c h a s i n g  u t i l i t i e s  b e c a u s e  o f  t h e  p o ­
t e n t i a l  e f f e c t  o n  r a t e s .  I t  i s  a l s o  v i e w e d  as c r u c i a l  to 
t h e  l o n g - t e r m  f i n a n c i n g  o f  t h e  i n i t i a l  p r o j e c t  a n d  f u t u r e  
p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .  T h e  r a t i n g  
s e r v i c e s  a r e  r e l u c t a n t  t o  g i v e  a f a v o r a b l e  r a t i n g  to r e v e ­
n u e  b o n d s  i s s u e d  w i t h  t h i s  p r o v i s i o n  i n  p l a c e  b e c a u s e  o f  
t h e  p o s s i b i l i t y  t h a t  r a t e p a y e r s '  r a t e s  c o u l d  i n c r e a s e  s u b­
s t a n t i a l l y  i n  1 9 9 1 .  T h e  r a t e s  c o u l d  be h i g h  e n o u g h  to 
r e d u c e  d e m a n d  a n d  r e v e n u e s ,  t h u s  j e o p a r d i z i n g  t h e  a b i l i t y  
of the u t i l i t i e s  to m e e t  t h e i r  p a y m e n t  o b l i g a t i o n s  u n d e r  
t h e  p o w e r  s a l e s  c o n t r a c t s .

S e c t i o n  2 a l s o  d e s c r i b e s  t h e  m e t h o d  f o r  d e t e r m i n i n g  t h e  
a m o u n t s  to b e  a l l o c a t e d  to e a c h  h y d r o e l e c t r i c  f a c i l i t y  in 
t h e  i n i t i a l  p r o j e c t .  U n d e r  t h i s  c o m b i n e d  s y s t e m  t h e  f a­
c i l i t i e s  s h a r e  t h e  d e b t  s e r v i c e  f o r  t h e  e n t i r e  p r o j e c t  a n d  
t h e r e  is a s i n g l e  c e n t s - p e r - k i l o w a t t - h o u r  r a t e  f o r  d e b t  
s e r v i c e  a p p l i c a b l e  t o  a l l  f o u r  h y d r o e l e c t r i c  f a c i l i t i e s  in 
the i n i t i a l  p r o j e c t .  T h e  r a t e  f o r  c o s t s  o f  o p e r a t i o n s ,  
m a i n t e n a n c e ,  e q u i p m e n t  r e p l a c e m e n t ,  '=»fety i n s p e c t i o n s ,  
a n d  i n v e s t i g a t i o n s  is d e t e r m i n e d  sc; y f o r  e a c h  f a­
c i l i t y .  T h e  r e s u l t  i s  a d i f f e r e n t  win. ?. 2 r a t e  f o r  e a c h
f a c i l i t y  i n  t h e  i n i t i a l  p r o j e c t ,  b u t  ' . h a r i n g  o f  d e b t
s e r v i c e  w h i c h  s u b s t a n t i a l l y  r e d u c e s  t h e  . l e s a l o  r a t e  f o r

p r o j e c t s  s u c h  a s  L a k e  T y e e .

S e c t i o n  3 a d d s  a s e n t e n c e  t o  A S  44 . 8 3 . 3 9 8  (e) to"'allow the 
p o w e r  a u t h o r i t y  to c o n t r a c t u a l l y  l i m i t  t h e  a m o u n t  o f  d e b t  
s e r v i c e  p a y a b l e  b y  p o w e r  p u r c h a s e r s  a s  a c o n s e q u e n c e  o f  
t h e  l a t e r  a d d i t i o n  o f  n e w  p r o j e c t s  to t h e  e n e r g y  p r o g r a m  

f o r  A l a s k a .

S e c t i o n  4 r e m o v e s  t h e  r e f e r e n c e  t o  t h e  " S u s i t n a  c l a u s e "

f r o m  A S  4 4 . 8 3 . 3 9 8 ( g ) .

S e c t i o n  6 p r o v i d e s  f o r  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

S i n c e r e l y ,

Bi!

G o v e r n o r





TO :  JOHN

FROM: KEN

RE: HB 610 "RELATING TO CONSTRUCTION CONTRACTORS"

HOUSE BILL 610 HAS BEEN CHANGED CONSIDERABLY IN THE 

DRAFTING OF TH IS  COMMITTEE SUBST ITUTE .  MOST OF THE 

SUBSTANCE OF THE OR IG INAL BILL 610 DEALT WITH THE CREATION 

OF A BOARD OF BUILDERS .  IN THE COMMITTEE SUBST ITUTE ,  THE 

REFERENCE TO A BOARD OF BUILDERS HAS BEEN DE» FTED AND 

THE FOCUS HAS TURNED TO ENFORCEMENT OF CURRENT 

REGULAT ION . UNDER THIS COMMITTEE SUBST ITUTE ,  THE 

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT WOULD 

BE GRANTED THE AUTHOR ITY  TO HIRE INVESTIGATORS TO POLICE 

CONSTRUCTION JOB CITES TO INSURE ALL CONTRACTORS ON THE 

JOB ARE LICENSED AND ARE COMPLYING TO THE LAW. THE 

INVESTIGATORS WOULD BE GIVEN THE AUTHOR ITY  TO WRITE 

C ITAT IONS FOR V IOLATIONS WHICH THEY DISCOVER DURING THEIR  

INVEST IGAT IONS .  TH IS  IS COVERED IN SECTION FIVE ON PACE 

TWO. A SECTIONAL ANALYSIS OF THE COMMITTEE SUBSTITUTE 

HAS BEEN PREPARED AND PROVIDED BY THE LEGAL SERVICES 

D IV IS ION .

MARCH 28, 1984



M A R C H  2 8 ,  1 9 8 4

TO: JOHN

FROM: KEN

RE: HB 610 "RELATING TO CONSTRUCTION CONTRACTORS"

THE COMMITTEE SUBSTITUTE FOR HOUSE BILL 610 IS BASICALLY A 

REWRITE OF THE ORIGINAL BILL.  MOST OF THE SUBSTANCE OF 

THE ORIGINAL BILL DEALT WITH THE CRFATION OF A BOARD OF 

BUILDERS.  IN THE COMMITTEE SUBSTITUTE,  THE REFERENCE TO 

A BOARD OF BUILDERS HAS BEEN DELETED AND THE FOCUS HAS 

TURNED TO ENFORCEMENT OF CURRENT REGULATION.  UNDER 

THIS COMMITTEE SUBSTITUTE,  THE DEPARTMENT OF COMMERCE 

AND ECONOMIC DEVELOPMENT WOULD BE GRANTED THE AUTHORITY 

TO HIRE INVESTIGATORS TO POLICE CONSTRUCTION JOB CITES TO 

INSURE ALL CONTRACTORS ON THE JOB ARE LICENSED AND ARE 

COMPLYING TO THE LAW.  THE INVESTIGATORS WOULD BE GIVEN 

THE AUTHORITY TO WRITE CITATIONS FOR VIOLATIONS WHICH 

THEY DISCOVER DURING THEIR INVESTIGATIONS.  THIS IS COVERED 

IN SECTION FIVE ON PAGE TWO.  A SECTIONAL ANALYSIS OF THE 

COMMITTEE SUBSTITUTE HAS BEEN PREPARED AND PROVIDED BY 

THE LEGAL SERVICES DIVISION.



M A R C H  8, 1984

TO :  JOHN

FROM: KEN

RE: HB 610

HB 610 WAS WRITTEN IN LATE NOVEMBER AFTER A NUMBER OF 

HEARINGS CONDUCTED BY REP. FURNACE ON PROBLEMS RELATING 

TO SMALL CONTRACTORS IN ALASKA .  THE PURPOSE OF THIS 

LEGISLATION IS TO REDUCE THE NUMBER OF CONTRACTORS WHO 

OPERATE IN ALASKA WITHOUT HOLDING A STATE CONTRACTORS 

LICENSE. DURING THE HEAVY CONSTRUCTION SEASON A LARGE 

NUMBER OF CONTRACTORS F *OM OUT OF STATE COME TO ALASKA 

AND BECAUSE MANY ARE NOT LICENSED OR BONDED AND DON'T 

HAVE EXPENSES SUCH AS WORKMANS COMPENSATION, THEY CAN 

EASILY UNDER BID THOSE CONTRACTORS WHO COMPLY WITH L I­

CENSE REQUIREMENTS. TH IS  B ILL  WOULD MAKE CHANGES IN 

STATUTES DESIGNED TO HELP THOSE CONTRACTORS WHO HAVE 

COMPLIED WITH THE LAWS OF THIS STATE .

QUESTIONS:

1. WHAT IS THE ADVANTAGE TO SMALL CONTRACTORS OF HAVING 

A BOARD OF BUILDERS ?



2. WHAT IS THE NEED TO INCREASE A GENERAL AND SPECIALTY 

CONTRACTORS BOND ?

3.  HOW CAN LANGUAGE BE ADDED OR CHANGED IN THIS B iLL 

THAT WOULD GO EVEN FURTHER IN HELPING THE SPECIALTY CON­

TRACTORS ?

4 .  WHEN HEARINGS WERE BEING HELD IN ANCHORAGE ON THIS 

5SSUE, A SUGGESTION WAS MADE TO REQUIRE A CONTRACTOR 

INCLUDE HIS LICENSE NUMBER IN ALL ADVERTISEMENTS.  WAS 

THAT SUGGESTION ADOPTED INTO THIS B ILL  ?

5 .  HOW MANY NONE LICENSED CONTRACTORS DUE YOU ESTIMATE 

ARE OPERATING IN ALASKA ?

6 .  HOW MANY OF THOSE ARE STATE RESIDENTS THAT ARE SIMPLY 

NOT LICENSED ?



MARCH 23, 1984

TO :  JOHN

FROM: KEN

RE: WORK SESSION ON HB 610 "RELATING TO CONSTRUCTION

CONTRACTORS AND ESTABLISHING A BOARD OF BUILDERS"

THE HOUSE LABOR AND COMMERCE COMMITTEE HAS SPENT MANY 

HOURS WORKING TO RESOLVE THE PROBLEMS WHICH PLAGUE THE 

CONSTRUCTION INDUSTRY .  DURING THE INTER IM ,  SEVERAL HEAR­

INGS WERE HELD WITH MEMBERS OF THE INDUSTRY IN AN EFFORT 

TO HAMMER OUT A LEGISLATIVE SOLUTION . THE RESULT WAS 

HOUSE BILL 610, WHICH WE NOW HAVE BEFORE US. DURING RE­

CENT PUBLIC HEARINGS HELD HERE IN JUNEAU AND IN 

ANCHORAGE , THE COMMITTEE RECOGNIZED THAT HB 610 DID NOT 

SOLVE ALL THE PROBLEMS WE HAD SOUGHT TO SOLVE. IN THIS 

WORK SESSION TODAY ,  I WOULD ASK THE COMMITTEE TO CONSID­

ER THE CONCERNS BROUGHT OUT IN PUBLIC TEST IMONY , AS WE 

WORK TO CONSTRUCT A B ILL WHICH IS ADVANTAGEOUS TO GENER­

AL CONTRACTORS, SPECIALTY CONTRACTORS, AND TO THE CON­

SUMER AS WELL.



L I C E N S E D  A N D  B O N D E D  C O N T R A C T O R S  M E E T I N G  
N O V E M B E R  29, 1 9 8 3  

2 : 0 0  P M

T h e  m e e t i n g  w a s  c a l l e d  to o r d e r  m y  Re p .  F u r n a c e .  P e r s o n s  
p r e s e n t  at t h e  m e e t i n g  w e r e :

R e p .  F u r n a c e  
R e p .  C o w d e r y  
R e p .  U e h l i n g  
A l l a i r y  
K e n  J o h n s o n  
S t e v e  L e v i  
D i a n n a  S m i t h  
E a r l  C a r l y l e  
R a y  D. A g e n  
J a m e s  N. M a l a p a n e s  

C l a y  P o r t e r

E a r l  C a r l y l e  p a s s e d  o u t  a p a p e r  w i t h  15 s u g g e s t i o n s  to 
s u p p o r t  s p e c i a l t y  c o n t r a c t o r s  a n d  t h e s e  s u g g e s t i o n s  w e r e  
d i s c u s s e d  in d e t a i l  a n d  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s  w e r e  
m a d e :

1. C o m e  u p  w i t h  a m o d i f i e d  d e f i n i t i o n  o f  a " C o n t r a c t o r " .  
M a k e  it m a n d a t o r y  f o r  a l l  l i c e n s e d  c o n t r a c t o r s  to 
i n c l u d e  t h e i r  l i c e n s e  n u m b e r  i n  a l l  a d v e r t i s e m e n t s ;  
i n c l u d i n g  b u s i n e s s  c a r d s ,  s i g n s ,  n e w s p a p e r  ads, t e l e ­
v i s i o n  ad s ,  r a d i o  ads, a n d  y e l l o w  p a g e s  f o r  e a s i e r  
i d e n t i f i c a t i o n  b y  t h e  l i c e n s e  e n f o r c e m e n t  i n v e s t i g a t o r .

2. P u t  in t h e  s t a t u t e s  t h a t  t h e  c o n t r a c t o r s  l i c e n s e  n u m b e r  
o r  a d m i n i s t r a t o r s  l i c e n s e  n u m b e r  s h o u l d  a p p e a r  o n  all 

v e h i c l e s  u s e d  in t h e  c o n d u c t  o f  b u s i n e s s .

3. B o n d s  s h o u l d  b e  i n c r e a s e d  to $ 5 , 0 0 0  a n d  $ 1 0 , 0 0 0  o n  the 
j n i t i a l  d r a f t .

A. C o n c e r n  w a s  e x p r e s s e d  o v e r  t h e  l a c k  o f  e n f o r c e m e n t  
o f f e r e d  b y  t h e  D e p t ,  o f  L a b o r  a n d  t h e  s u g g e s t i o n  w a s  
m a d e  to t r a n s f e r  t h e  e n f o r c e m e n t  f u n c t i o n  to D e p t ,  o f  
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  D i v i s i o n  o f  O c c u p a ­

t i o n a l  L i c e n s i n g  w h i c h  i., a m o r e  r e a s o n a b l e ,  s u p e r v i­
s o r y  g o v e r n m e n t a l  u n i t .  It w a s  n o t e d  t h a t  w e  s h o u l d  
g i v e  t h e  i n s p e c t o r s  m o r e  a b i l i t y  o f  c h e c k i n g  f o r  
v i o l a t i o n s .  C o n c e r n  w a s  a l s o  e x p r e s s e d  w i t h  the r e g a r d  
to the a b i l i t y  o f  t h e  e n f o r c i n g  a g e n c y  to i s s u e  c i t a ­

t i o n s  w i t h  " t e e t h " .  F o r  f u r t h e r  i n f o r m a t i o n ,  s t a f f  w a s  
a d v i s e d  to c o n t a c t ,  R o n  W a t u S  w i t h  the M u n i c i p a l i t y  at 
7 8 6 - 8 3 0 7 .



 — .— — — ,-------------------------------------------------—

5. E s t a b l i s h m e n t  o f  a s t a t e w i d e  B o a r d  o f  B u i l d e r s  w h i c h  
s h a l l  m e e t  o n  a m o n t h l y  b a s i s  a n d  s h a l l  i n c l u d e  a 
m e m b e r s h i p  o f  t h e  f o l l o w i n g :

1) S p e c i a l i t y  C o n t r a c t o r
2) R e m o d e l i n g  S p e c i a l i s t
3) P r i v a t e  S e c t o r  R e p r e s e n t a t i v e
4) L o c a l  G o v e r n m e n t  R e p r e s e n t a t i v e
5) T w o  G e n e r a l  C o n t r a c t o r s
6 ) O n e  H e a v y  H i g h w a y  C o n t r a c t o r

6 . T h i s  s t a t e m e n t  is a l r e a d y  c o v e r e d  in n u m b e r  one.

7. It w a s  r e c o m m e n d e d  t h a t  H o u s e  C o u n s e l  e x a m i n e  t h e  
c o n s t i t u t i o n a l i t y  o f  l e g i s l a t i o n  to t e r m i n a t e  p h o n e  
s e r v i c e  f o r  t h o s e  c o m p a n i e s  w h o  a r e  i n v i o l a t i o n  o f  the 
l i c e n s i n g  a n d  b o n d i n g  p r o v i s i o n s  o f  t h e  s t a t u t e s  a n d  
r e g u l a t i o n s .  H o u s e  C o u n s e l  w a s  c o n t a c t e d  a n d  s t a f f  h a s  
b e e n  i n f o r m e d  t h a t  t h e r e  is p r o b a b l y  n o  c o n s t i t u t i o n a l  
q u e s t i o n  i n v o l v e d  in t h e  d i s c o n t i n u a n c e  o f  t e l e p h o n e  
s e r v i c e  f o r  t h o s e  b u s i n e s s e s  w h i c h  a d v e r t i s e  f a l s l y  o r  
f a l s l y  p o r t r a y  t h e m s e l v e s  as b o n a f i e d  b u s i n e s s e s .  T h e  
o n l y  d i f f i c u l t y  t h a t  c o u l d  a r i s e  w o u l d  b e  t h e  i n s t a n c e  
in w h i c h  a b u s i n e s s  p h o n e  a n d  a p e r s o n a l  p h o n e  a r e  u s e d  
f o r  t h e  s a m e  p u r p o s e  a n d  f o r  s o m e  r e a s o n  t h e  i n d i v i d u a l  
c o u l d  n o t  d i s a s s o c i a t e  t h e  t w o  e n t i t i e s .

8 . It w a s  n o t e d  t h a t  the l a w s  f o r  v i o l a t o r s  a r e  t h e r e  a n d  
t h e  p r o b l e m  w e  a r e  h a v i n g  is w i t h  e n f o r c e m e n t .  It w a s  
r e c o m m e n d e d  t h a t  ^ m o n e t a r y  f i n e  o f  n o t  m o r e  t h a n  $ 2 5 0  
a d a y  f o r  c o n t r a c t o r s  in v i o l a t i o n  o f  t h e  l a w  (s e e  p a g e  
15 o f  t h e  O r e g o n  l a w ) .

9. T h i s  s t a t e m e n t  is c o v e r e d  in s u g g e s t i o n  n u m b e r  on e ,  b u t  
it w a s  r e c o m m e n d e d  to m a y b e  i n c l u d e  a m o n e t a r y  f i n e  o f  
$ 2 5 0  a day.

10. It w a s  n o t e d  t h a t  s i n c e  t h e r e  is s o m e  s u p p o r t  f o r  t h i s  
i s s u e ,  w e  w o u l d  p r o p o s e  t h i s  to the d r a f t e r s  a n d  l e t  
t h e m  w o r k  w i t h  s o m e  l a n g u a g e  as to h o w  w e  c a n  b e s t  do 
this. T h e  g e n e r a l  c o n t r a c t o r  is a l r e a d y  c o v e r e d ,  w e  
w a n t  to r e a c h  t h e  s u b c o n t r a c t o r .

11. It w a s  n o t e d  t h a t  a l i s t  c a n  b e  o b t a i n e d ,  b u t  t h a t  it 
t a k e s  a l o n g  t i m e  to ge t .  A  p e r s o n  r e q u e s t i n g  a l i s t  

o f  c o n t r a c t o r s  y o u  s h o u l d  b e  a b l e  to g e t  o n e  w i t h i n  a 
c e r t a i n  p e r i o d  o f  t i m e  t h a t  is f a i r l y  p r e d i c t a b l e .  It 
w a s  r e c o m m e n d e d  t h a t  w e  s h o u l d  a d v i s e  t h a t  a l i s t  is 
a v a i l a b l e  u p o n  r e q u e s t  f o r  a n o m i n a l  fee, if any, a n d  
t h a t  the l i s t  c a n  b e  e x p e c t e d  to b e  r e c e i v e d  w i t h i n  a 

t w o  w e e k  o r  30 d a y  t i m e  f r a m e .  It w a s  s u g g e s t e d  t h a t  
w e  f » y  w a n t  to c o n t a c t ,  D i c k  L y o n  w i t h  t h e  D e p t ,  o f  
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  to f u r t h e r  d i s c u s s  
the p o s s i b i l i t i e s  o f  t h i s  o f  i n s t i g a t i n g  this.



12. It w a s  n o t e d  t h a t  t h i s  s t a t e m e n t  s h o u l d  h a v e  b e e n  o n  a 
s e p a r a t e  s h e e t  o f  p a p e r  a n d  is n o t  to b e  i n c l u d e d  u n d e r  
t h i s  h e a d i n g  b e c a u s e  it p e r t a i n s  to t h e  m o t o r  v e h i c l e  
l a w s .

13. It w a s  r e c o m m e n d e d  t h a t  w e  r e s t a t e  t h i s  i n  w h a t e v e r  n e w  
s e c t i o n  w e  d e v e l o p  o n  g e n e r a l  c o n t r a c t o r s  a n d  s p e c i a l t y  
c o n t r a c t o r s .

14. It w a s  r e c o m m e n d e d  t h a t  a o w n e r / b u i l d e r  c a n  o n l y  b u i l d  
o n e  h o m e  o r  o n e  s t r u c t u r e  p e r  y e a r  to t a k e  a d v a n t a g e  o f  
t h e  o w n e r - b u i l d e r  o p t i o n  to r e m a i n  u n l i c e n s e d .
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I’cnich Y , S la lc  C ap iio l 

Juneau , A la ska  99811 

(9 0 7 )4 6 5 -3 9 9 1

January 10, 1984

MEMORANDUM

TO: Representative Jack McBride

FROM: Nancy Pease
Leg is la t ive  Analyst

RE: Licensing and Bonding of Contractors in Other States
Research Request 83-251

Rena Bukovich of your staf f  requested information on the l icens ing and 
bonding of contractors in other states.  S p ec i f i c a l l y ,  she asked how 
certa in contractors--plumbers, e le c t r ic ia n s ,  bu i lders and specialty 
contractors--are l icensed and regulated in the fo l low ing  states: Ca l i ­
fo r n ia ,  Colorado, Idaho, Michigan, Montana, Ohio, Oregon, and Washing­
ton.

Regulation of Contractors in the Eight States

L icens ing . Altogether,  28 states l icense contractors. The l icens ing 
and bonding requirements for contractors in  the e ight states about 
which you inqu ired are summarized in the attached chart (see Attachment 
A).  Of these states , Ohio is  the only state which does not l icense 
contractors in any of the trades you spec if ied (e lec t r ica l  work, plumb­
i ng ,  or general or specia lty contract ing ) .  Colorado does not l icense 
general or specia lty construction contractors, and Idaho and Montana 
require l icenses of construction contractors only i f  they wish to bid 
on pub l ic  works. With these exceptions, the states genera l ly  require 
contractors to be l icensed.

Bonding. C a l i f o rn ia ,  l i k e  Alaska, requires that al 1 contractors post 
bonds wi th the state as a prerequ is ite for l icense approva l .  Washington 
and Michigan require bonding for e l e c t r ic ia n s ; the other states do not 
requ ire e lectr ic ians  or plumbers to post bonds in order to obtain a 
l icense .  Four of the eight states--Ca l i rorn ia , Michigan, Oregon, and 
Washington--require general or specia lty construction contractors to 
post bonds wi th the state.  The largest bonds are required by Michigan, 
where a res ident ia l  bu i ld in g  contractor must post a bond of $10,000 to 
obtain a l icense .

Regu lat ions . As requested, we are provid ing copies of the other states'  
statutes for the trades of e lec t r ica l  work, plumbing, and general and 
spec ia l ty  contract ing .
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In some instances, we have included l icense app l icat ions and printed 
regulations suppl ied by the states'  trade boards. Please let  us know 
i f  you require further ana lys is of the statutes and regu lat ions ;  we 
w i l l  be happy to summarize and compare them i f  needed.

Requirements for a Contractor's License

Licensing requirements for contractors vary from trade to trade and 
from state to state . The procedure for obtain ing a l icense may require 
the appl icant to complete some of the fo l low ing  steps:

• pass a wr itten or oral examination;

• submit a f inanc ia l  statement;

• submit references from material suppl iers and/or bank;

• attest to ownership of equipment and/or experience related 
to the given f i e l d ;

• report an in-state business address;

• report personal or corporate bankruptcies;

• obtain bonding; or

• obtain insurance covering pub l ic  l i a b i l i t y ,  property damage, 
and workers' compensation.

Exemptions. Some states exempt from l icens ing  those contractors whose 
contracts do not exceed a spec i f ied do l l a r  amount. Other states wa^vc- 
the l icense requirement i f  a person intends to work only on h is personal 
property . For example, Alaska does not require a person to l icense 
himself to ic ^- i"  his own property, whi le  Arizona requires that work 
on personal property be performed by a l icensed and bonded contractor 
i f  the bu i ld in g  is to be rented or sold wi th i n one year of completion 
of the work. Two states ,  Kansas and Nebraska, l icense only nonresident 
contractors,  and Delaware l icenses contractors for revenue purposes 
on ly .

Limited and reciprocal l icenses. In ski 1 lea trades such as plumbing and 
e lec t r ic a l  work, states frequent ly issue l icenses that l i m i t  the l i c e n ­
see to working at a p a r t ic u la r  s k i l l  level fo r which he has demonstrated 
competency or proven his experience. For example, Colorado l icenses 
e lec t r ic a l  workers at four s k i l l  leve ls :  t ra inee ,  res ident ia l  wireman, 
journeyman e le c t r ic ia n ,  and master e l e c t r ic ia n .
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In granting a l icense to a contractor, some l icens ing  boards a lso :  
(1) determine the construction c la s s i f ic a t io n  at which the contractor 
may work ( i . e .  i n d u s t r i a l ,  commercial, r e s id e n t i a l ,  pub l ic  works); 
and (2) set a contract bid l im i t  based on the contractor 's working 
cap i t a l ,  i . e . ,  he may not b id  over $200,000 on a s ing le  contract or 
over $500,000 on separate, concurrent bids .

A few states have agreed to rec ip roca l ly  recognize other states contrac­
tors '  l icenses ;  for example, Michigan and Indiana permit plumbers l i ­
censed in  e i ther state to do contract work in  both states .

Licensing Boards

In states which thoroughly review the q u a l i f ic a t io n s  of contractor ap­
p l ic an ts ,  the l icens ing  procedure is usua l ly  handled by a l icens ing  
board. Typ ica l ly ,  th is  board is composed of l icensed , experienced 
contractors who are appointed by the governor or the state le g is la tu re  
and who convene in term it tent ly  throughout the year .  Recently, many 
states have included members of the general pub l ic  on regulatory boards 
so that the boards are not composed exc lus ive ly  of representatives of 
the regulated industry or profession.*

Bonding Requirments

Of the 28 states that l icense contractors, eleven states require the 
contractor to be bonded as a condit ion of l icense approva l .3

As you may know, Alaska requires a surety bond of $5,000 for a general 
contractor and $2,000 for a specia lty contractor,  or an equiva lent cash 
depos i t .3 The surety bond, al so termed a "l icense bond", is  intended 
to assure payment of (1) taxes , (2) employees and supp l ie rs ,  and (3) any 
judgments against the contractor for negl igent or improper work, breach 
of contract,  or damage to pub l ic  f a c i l i t i e s .

The bonds that some states require before they w i l l  l icense contractors 
are independent from the bonds that construction c l ien ts  may require 
before they w i l l  accept a contractor's b id .  Construction c l ients  may

*State of Tennessee "Program Evaluation on the Board for Licensing 
Contractors", D iv is ion of State Audi t ,  July 1978.

31 bid
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require (1) performance bonds to guarantee that the work will be com­
pleted on time and according to specifications; (2) payment bonds to 
guarantee that suppliers and employees will be paid; and (3) bid bonds 
to guarantee the sincerity of the bid.

Penalties and Enforcement

Penalties. AS 08.18.141 states that "a person acting in the capacity of 
a contractor in violation of this chapter is guilty of a misdemeanor." 
The contractor is usually given a hearing before the trade or licensing 
board, and if found guilty, he may be fined in addition to having his 
license revoked. This same penalty appears to be common among states 
that require contractors to be licensed.

The method of recovering damages from bonded contractors in Alaska 
also appears to be normal procedure in other states. The surety bond 
issuer is not liable for claims in excess of the amount of the bond, 
and claims for breach of contract are assigned a lowef priority than 
claims for labor costs and taxes which may be owed to government units.

Enforcement. Most states share with local governments the responsibil­
ity for monitoring contractors. For example, Colorado plumbing laws 

prescribe that cities with populations of over 70,000 must appoint 
inspectors of plumbing to their local boards of health to help report 
violations of plumbing laws to the State Examining Board of Plumbers. 
In addition, Colorado's State Examining Board of Plumbers is authorized 
to hire its own plumbing inspectors.

In states which have a single board of licensing for contractors in all 
trades, enforcement duties may be divided among state agencies as well 
as between state and local agencies. For example, in Tennessee, the 
Board for Licensing Contractors only investigates complaints about 
licensing, while violations of the technical rules of a particular trade 
are dealt with by the appropriate trade board or by state health and 
safety agencies.

*  *  *

I hope you find this information useful. If we can be of further assist­
ance, please let us know.

NP

Attachments



Attachment A 

Table 1

LICENSING AND BONDING OF CONTRACTORS IN EIGHT STATES

Cali fornia2>3 

Colorado

Electrical work Plumbing

1icense 
bond ($5,000)

1’oense

1i cense 
bond ($5,000)

license

General Building 
Contracting1

1icense 
bond ($5,000)

Speciality
Contracting

1icense 
bond ($5,000)

Idaho

Michigan

Montana

Ohio^

Oregon

Washington

license

license
bond4

license

license

1icense 
bond ($3,000)

1icense 

1i cense 

1i cense

license for public works license for public works

1icense 

1icense

license for residential builders license^
bond ($2,000-$10,000)

license for public works

license for bldg. construction 
bond ($6,000)

1icense 
bond ($4,000)

license for public works

1icense 
bond ($4,000)

1 icense 

bond ($2,000)

Footnotes: See Next Page



FOOTNOTES TO TABLE 1

AS 8.18.171 defines "general contractor" as a contractor whose business operations require the use of more than 

two distinct trades whose work the general contractor superintends; the terms "general contractor" and "builder" 
are synonymous; a "specialty contractor is a contractor whose operations do not fall within the definition of
"general contractor". Contractors are persons who undertake or bid for projects to construct, alter, repair, move
or demolish a building, highway, road, railroad, or a type of fixed structure, including excavation, site develop­
ment and erection of scaffolds.

A bond of three to ten times this amount is required for the licensing of applicants who have been a party to 
business infractions resulting in the revocation of their own or other contractors' licenses (CRS 7071.8). Swim­

ming pool contractors must post a bond of $10,000.

The co-owner of a licensed firm, or the subsidiary or joint venture partner of a licensed firm, may in some circum­
stances be required to post an additional bond of $2,500. CRS.7068 and CRS.7071.9.

The bond takes the form of a deposit to the Homeowners Construction Lien Recovery Fund. The required amount of

the bond varies. MCL 338.883.

Contractors in the fields of residential building, maintenance, or alteration must post bonds of $2,000 for each 
trade for which they are licensed, not to exceed a total of $10,000. MCL.338.1504.

0RC 3781.102 delegates the licensing of contractors in Ohio to local governments. However, legislation is now 
pending before the Ohio General Assembly to establish requirements for state licensing of electrical contractors.
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MEMORANDUM

TO: Representative W.alt

FROM: David Teal

Legislative Analyst

RE: Licensed/Bonded Contractors
Research Request 83-213

Steve Levi, of your staff, asked whether or not Alaska had the least 
restrictive standards for licensed and bonded contractors. We contacted 
the Council of State Governments, the Nationa' Conference of State 
Legislatures and the Associated General Contractors of America to deter­
mine Alaska's standing in this regard. We discovered that training/ 
experience requirements in Alaska are minimal relative to other states 

which require licensing and bonding of contractors, but that nearly 
half of all states do not require contractors to be licensed. Further, 
fewer than half of the 50 states require contractors to be bonded.

This memorandum discusses standards for contractors from three perspec­

tives: when a licence is required; requirements for obtaining a
license; and the consequences of failure to meet legal standards. 
Each of these topics is discussed below,

Who must obtain a contractors' license?

The attached table shows that 20 states require contractors to be 
licensed and that only 11 of those states require licensed contractors 
to be bonded.* From the perspective of whether or not â  license is 
required to operate as a 'contractor, Alaska's standards are clearly 
more restrictive than those imposed by some states. However, relative 
to other states that require contractors to be licensed and bonded, 
Alaska is more liberal than some sta-.es. For example, no license is 
required for an Alaskan to repair his own property, while Arizona 
requires that work on personal property be performed by a licensed and 
bonded contractor if the building is rented or sold within one year 
of completion of the work.

^The table is from a 1978 document prepared by the State of Tennessee. 
Much of the information appears to be outdated. More reliable informa­
tion will be forwarded to you when it is received.
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What is required to obtain a contractor's license?

Among those states that require contractors to be licensed, Alaska's 
standards are relatively nonrestrictive. Alaska does not require 
demonstration of knowledge or experience in order to obtain a license 

to contract for general building construction or repairs. Alaska 
requires only that an applicant complete an aoplication, pay the regis­

tration fees, obtain-a $5,000 surety bond ($2,000 for specialty con­

tractors) or file an equivalent cash deposit, obtain a business license 
and provide evidence of insurance covering public liability, property 
damage and workers' compensation. Several states require that an 
applicant pass an examination and provide evidence of four or more years 
of experience in the construction field. Some states have more strin­
gent requirements related to an applicant's financial situation, char­
acter, integrity, qualifications and age.

V/hat are the consequences of failure to comply with the law?

AS 08.18.141 states that "a person acting in the capacity of a con­

tractor in violation of this chapter is guilty of a misdemeanor." 
This penalty appears to be common among states that require contractors 
to be licensed. The method of recovering damages from bonded con­
tractors in Alaska also appears to be normal procedure in other states. 
The surety bond issuer is not liable for claims in excess of the amount 
of the bond, and claims for breach of contract are assigned a lower 

priority than claims for labor costs and taxes which may be owed to 
government units.

* * *

•

The Associated General Contractors of America has written a letter on 
this subject to each state. When results from that survey are available, 
they will be forwarded to your office. Previous work by the House 
Research Agency on the subject of contract bonding is attached to this 
memorandum. I hope you find the information useful.

DT *

Attachments
Research Request 80-147
Exhibit I, State of Tennessee Program Evaluation
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APPENDIX IX

o rricc  of t h c  a d h i n i s t r a t o r

. U .S . s m a l l  B u s i n e s s  A d m i n i s t r a t i o n
W a s h i n g -, o h , D.C. 20416

JULY 2, 1974

Mr. Victor L. Lowe "
Director
United States General Accounting Office 
."Washington, D. C. 20548

Dear Mr. Lowe: • • • • . ■
• • * ,

This is in response to ycur request for comments on. the draft report 
entitled "Surety Bonds in Federal Construction: A  Study of Their 
Application and Effectiveness. 11

[See CAO note 1, p. 40.]

r~'

Operation of the Program

Before we get into the specific areas listed, we must bear in mind that 
the report itself is 14 months old, and wc should like to provide an update 
on thc statistical data listed in thc report as of March 31, 1973> and bring 
that up to May 20, 1974. The Surety Bond Guarantee Program is the fastest 
growing program of the SBA. Following is a table indicating levels of 
activity:
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Fiscal Year

1971 (Pilot)
1972
1973
1974 (Thru 5/20/74) 

T O T A L

No. Guarantees 
Approved

• 21 
2,316 

8,657 

11,856

22,850

No. Contracts 
Awarded

r

1,339 
5 ,5 9 7
8,150

15,093

Value of ■ 
Contracts

$ 312, Z52
$ 94,434,157
$ 351,169,011 
$ 571,426,269

$1, 017,361,689

• > 
i

1t
1 it 1
e •

Thc total number *)•' contractors-that have received this assistance since 
the inception, of the program, had been 8,342. There are 99 sureties that 
are currently participating in the program. Approximately 35 percent of 
our total guarantees are for minority contractors.

Next, we should like to outline the procedures through which an applicant 
goes in obtaining a surety bond guarantee: (1) The contractor obtains a 
copy of our application form from one of our district offices or, in most 
cases, through a broker or agent. (2) -The original application goes 
directly to our surety bond personnel in the regional office, a copy to the 
surety, and an information copy to our local district office.

If an agent or contractor is unable to locate a surety willing to participate 
in our program in his area or feel3 that the sureties are unreasonable in 
their underwriting standards, our offices are prepared to give him a list 
of the sureties winch have demonstrated a responsiveness to our program. 
Agreement with the surety industry provides, that, if a surety decides that 
it cannot issue a bond even with an SBA guarantee, SBA will be supplied 
with the reasons for decline* Three major reasons for declination are:

1. The financial package is inadequately prepared,
l • . •  *

2. The surety feels that, the contractor does not have sufficient 
■working capital to handle the contract under consideration, or

3. Thare is a lack of sufficient technical and/or managerial 
skills to perform the contract or to handle the extra manageriod. 
and .financial load of one more cpntract in addition to his work 
in progress.

. .

SBA can and does assist the contractor to eliminate deficiencies by the 
following means: t . •

1. Refers the contractor to funded organizations which specialise 
in assisting the contractor in putting his financial package 
together p:voperly»

59
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APPENDIX IX

Refers the contractor to SBA loan specialists for consideration 
of either a working capital loan or the revocable, revolving 
line of credit, which was designed specifically for construction 
contractors.

l o s s .

3. Refers contractor to our management assistance personnel.

If the surety decides that a bond can be issued with our guarantee, they 
will forward to our office a copy of the contractor's financial statement, 
together with a copy of our Surety Bond Guarantee Underwriting Review,
SBA Form 994-B. The SBA Form 994-B is primarily a checklist of 
virtually all of the normal underwriting requirements that a surety would 
check out prior to issuing a bond, be it with SBA or on their own. Upon 
receipt of the Underwriting Review, the financial statement, and the 
suretyls recommendation, the SBA makes its own underwriting review, 
and, if favorable, completes the guarantee agreement and returns it to 
the surety.

The following is an update on our claims and defaults. W  e compute our 
loss ratios on a quarterly basis, the last of which was as of A.pril 20, 1974. 
At that time we had 548 default notifications, with 393 of these that have 
established incurred loss of $.9, 260, 21 * Th'. incurred loss figure included 
paid losses plus reserves. In computing our loss ratios, ve use our 
average sized contract of $68, 000 and prorate the contract over a 10 month 
period. In other words, our $68,000 contract is 50 percent completed in 
5 months and 100 percent complete in 10 months. Our loss ratio, based on 
completed commitments, is 1. 24 percent. I
T h e  s u r e t i e s  c o m p u t e  t h e i r  l o s s  r a t i o s  on a n  e a r n e d  p r e m i u m  b a s i s  r a t h e r
th.7n  An average contract of 568. 000 would carry a 1 percent
p r e n v u m .  T h e r e f o r e ,  t h e i n d u s t r y  I os s r a t i o ,  b a s e d  on e a r n e d  p r e m i u m s .  
would he 124 p e r c e n t  v e r s u s  1,24 p e r c e n t  on c o m m i t m e n t s .

We break down our loss ratio by region as well as by surety. At any given 
time we can determine the loss ratio of a specific surety company, cither 
nationwide or in any region.

All claims are handled cut of our Central Office. Our field office sends U 3 

a copy of the complete underwriting file. A desk audit is made on each 
claim submitted. In addition to normal verification and audit of claims data, 
we also assure that the surety made no misrepresentations, etc., as well 
as attempting to establish reasons for default. We have found that thc 
reasons our contractors go into default arc basically the same as those 
that the sureties sustain under normal programs - insufficient capitalization 
to carry them over when they run into trouble, and going beyond their 
capacity. Only about 3 percent of our contracts go into default. Therefore, 
wc have a success rate of 97 percent.
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As a matter‘of information, we also have broken, down some other 
statistical data with regard to our loss ratios. A  study made by ua in. 
February shows the surcharge rate companies had a 1.56 percent loss 
ratio versus a 1.34 percent for the standard rate companies. This includes 
only those companies that have one or more losses. The commitments of 
the other companies are not included.

Minority contractors have established a 1. 8 percent loss ratio versus non­
minority at a 1.1 percent loss ratio. Our lour largest producers in this 
program have the following loss ratios: 1.58 percent, 2.3 percent,
1.67 percent, 2.58 percent. These are all smaller companies that special­
ize in smaller contracts. One of the major companies, which is one of 
the largest surety bond writers in the country, has established a loss ratio 
of 1.60 percent in'our program. A  copy of the los3 ratios is enclosed with 
this report and, as you will note, one company ha3 a 7.5 percent I 0 3 3  

ratio. However, there were only two claims that were unite substantial 
and would be considered as shock losses in determining loss ratio. W e  
v.'\ll debar any surety that has a consistent and inordinately high unexplained 
loss ratio. • . .

We have taken the position, unless Congress feels to he contrary, that 
a 2 percent loss ratio on commitments should be the maximum allowable 
in the urogram. Thi3. we feel, is a reasonable loss expectation for the 

,<£/ /S. marginal contractor. As a comparison in loss ratios. GAO reports show
t , that sureties have a 51 -percent loss ratio on government work, based on

/• their premiums. Converting this to our method of computation would
show a . 51 percent loss ratio on the "blue chin11 contractors. Comparing 
this contractor to the marginal contractors that we are dealing with, our 
loss ratio of 1. 24 percent would fall in line with the intent of the program.

Need for Increased Participation'by SBA in Program Operations

Our position is that any contractor who meets our size standards is eligible 
to apply for surety bond guarantee assistance. The initial evaluation of 
the contractor is up to the surety. The premiums charged by sureties 
include efforts expended in the prequalification of contractors. This i < a 
function that we feel should be performed by the surety itself. Our function" 
is only reviewing what the surety ha3 submitted to us and to see whether 
it falls in line with our leiusL: tive and regulatory requirements. The 
industry itself does not ? ave any iron-clad formal underwriting criteria. 
Each case must stand or its own merits. We feel this same procedure 
should be followed within our own program. However, we do have, our 
underwriting review, which i3 an official checklist for the industry of 
thc information we expect them to develop in order to make an underwriting 
determination. As we have mentioned earlier, should a surety decide 
that a contractqr does not qualify for a bond, even with an SBA agreement, 
and, if we feel that the contractor can perform, wc will refer him to *. 
more responsive surety.

6 1
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One factor which makes it difficult to establish formal underwriting 
guidelines for the sureties is that these guidelines can be used to turn down 
applicants, as well as to make them eligible. As a rule of thumb, for con­
struction contractors, many sureties require a ratio of 1 to 10 of the con­
tractor's net quick assets to his total work in progress. There are cases 
where the surety may want a 1 to 5 ratio. There are other cases where 
another surety may go 1 to 20 on a specific contractor. Availability of 
additional credit, size of the job, and the amount to be subcontracted are 
all elements that enter into a decision bn net quick asset requirements.
If we were to establish a standard of, say 1 to 15, a.ratio of less would 
automatically trigger a decline by the surety industry. It would become 
too complex to establish these types of standards. The industry itself 
has feneral guidelines in their normal underwriting: we expect them to 
use their guidelines, consider that these are marginal contractors, and 
that the SRA will accept risks that the industry would normally decline.
All we ask them to do is to give us the normal underwriting data with all 
of the'facts and their opinion as to whether the contractor can perform 
the specific contract. Based on that analysis, SBA will further analyze 
the facts presented and make a subjective judgment.

We have even had cases where we have extended our guarantee vihere thc 
contractor had a deficit net worth and where h. performed successfully. 
However, we could not write a guideline t.iat would permit the issuance 
of a guarantee to a contractor with a deficit net worth. Such a determina­
tion would depend upon the individual contractor.and circumstances of 
the specific case.

A contractor has every right to appeal to SBA for assistance should he 
be turned down by a surety, and, as a matter of fact, frequently does.
We have met with several minority contractor associations throughout 
the country. There is a favorable consensus among these groups.

The question of "graduation" is a difficult one. The sureties do not notify 
us when they take a contractor out of our program and put him into their 
own. The only assumption we can make is that, if there is no activity in 
a particular file for 6 months to a year, we can assume that the contractor, 
if he has not gone into claim, has gone into the surety’s normal business.
We do, however, have certain guidelines for our surety bond personnel 
in the field. As'an example, a valid reason for keeping a contractor in 
our program after he completes several jobs could be that his financial 
statements show insufficient earnings to justify bonding him without SBA 
support. Another reason is that the contractor is increasing the size of 
job or total work program beyond what thc surety would accept in its 
standard business. Again, this is a form of graduating from small contracts 
to larger contracts.
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There is considerable room for upward mobility within the program. ^  
The average job is now $68, 000. Our limit is $500, 000. We also find 
that the marketplace itself assists in this area. We have noted that even 
in the cases of some surcharge rate companies, which may not write 
standard rate bond business, a contractor who can qualify for standard 
business will.go with one of thc major companies. The reason for tin  ̂
twofold:

(1) The contractor will not pay the higher premium if he c a n  
avoid it. -and

(2) There is a certain pride among contractors when th»y m n  
get bonding on their own with one nf the major sureties.

We must remember that the contractors in our program are considered 
marginal and no contractor wants to be tagged with that label fnr any 
longer than absolutely necessary. In checking with one of the laiL’e pro-, 
ducera in the surcharge rate area, we find that they average 1-1/2 con­
tracts before they lose a client to one of the other surety companies.
Our national average i3 less than two contracts per contractor since the 
inception of the program.

When, we originally discussed the prospects of this program with the 
industry, one of the objections of the industry in handling our tyn«» of 
business - the marginal contractor - was the fact that the .idrn^i'fr?*iv» 
ecaenae alone, aside from the losses, would be far greater than the normal 
business. Our experience so far has proven, this to be the case.

In February we had a meeting with 19 surety companies, each of which 
write 1 percent or more of our total volume. Combined, they represented 
89 percent of the totaL volume in our program. Also attending were repre­
sentatives of the American Insurance Association, the Surety Associaticn 
ef America, and the Agents1 Associations. The purpose of the meeting 
was to discuss premium sharing, percentage of guarantee, and contractors 
fees. •• -

• • * 
The major companies expressed a willingness to increase the SBA share 
of the premium and to consider a reduced‘guarantee percentage. They 
also stated that they were losing money on the program. Our analysis 
of their activity would bear-fchis out.

9
The smaller-companies took a very strong position, on maintaining the 
present fee and guarantee structure. They stated that they were making 
money on the program, that increased fees and decreased guarantees 
would eliminate profit-, and that without profit they would not remain in 
the program.
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There are many factors to consider. Why are the major companies 
willing to participate in the program at loss? Is it because their big 
business clients are applying subtle pressure to eliminate competition?
Is it because they .know that the smaller sureties cannot remain in the 
program at a loss? .

To remain in the program with higher fees or a lesser guarantee, the 
smaller sureties would have to tighten up on their underwriting. What 
would the effect be on the minority contractor? The loss rate on his 
business is 1.8 percent-versus 1.1 percent for nonminority. With a 
tightening of underwriting standards, the benefits of the program would 
be denied to those who need it most.

We  are not prepared to adjust either the fees or percentages of guarantee 
at this time. We will, however, make adjustments at such a time as our 
continuing analyses might justify.

We  are enclosing a list of all the sureties participating in our program
as of May 20, 1974 (from the inception of the program). This list includes
the number of contracts and the dollar values by region and total. As you
will note, there are many sureties listed that are national companies but
have written very few bonds through our program ir. the almost 3 year
period since its inception.

•

The report also states that the maximum allowable premium rate that SBA 
permits was $20.00 a thousand and a change to $15.00 a thousand under 
contemplation. Our maximum allowable rate as of March 1973 is $15.00 
pt;r ̂ hrvsand for the first 550.000 and $10.00 ncr thousand on amounts in 
excess of S50.000. The-, efcre, we only allow the additional 1/2 percent 
on the first $50. 000. Any rurctv that is usinî  the standard 1 percent in 
their normal husiness. because of filing with the various state insurance 
departments, must use the same rate for the business with the SBA prc^nm. 
Therefore, there are very few companies charcrinp. the 1-1/2 percent rate, 
though it is true that a substantial amount of our volume comes from 
sureties which charre thc higher rate. We have no quarrel with those 
sureties which are in the program for profit. Profit, if kept within 
reasonable bounds, is a perfectly legal and proper incentive.

»

Lack of Incentives

Our experience in the program alone seems to dispute this point.

1. For the surcharge rate companies, their records show that 
a contractor, on the average, has 1-1/2 contracts prior to 
leaving them.



2. The total number of contracts in the prpgram versus the 
number of contracts guaranteed is still less than two 
contracts per contractor.

It is true that the surcharge rate companies would prefer to keep the 
contractor with them for a longer period of time, but, because of market 
conditions and the lower rates with the standard surety companies, the 
contractor automatically will go where the price is right. It must also 
be noted that publicly the Surety Association and American Insurance 
Association have indicated to us that they feel the program is getting too 
large. Therefore, they are encouraging their members to graduate con­
tractors out of our program and write them in as their standard business. 
This philosophy of the industry is understandable. They are afraid of 
any government interference in the surety bond field. Total underwritings 
through the SBA are probably between 1 to 2 percent of the total value of 
construction bonds written throughout the country, and it is evident that 
they do not want government participation to become a much bigger factor 
than it now is. #

We have found no instance where the surety found that it was advantageous, ’ 
economically or administratively, to allow the contractor to default rather 
than provide financial and technical assistance. On the contrary, the 
sureties check with us on all claims and we work together in attempting 
to handle claims in the best way possible. There are mrny cases where . 
the sureties have financed the contractor. When the surety finances the 
contractor, we do not provide any funds to the surety while they have the 
funds in a controlled account. However, once the funds are expended 
from the account, then the sureties receive their 9C percent reimbursement. 
This is much the same way that claims are handled between the sureties 
and their reinsurers. So again, we have found no cases where the surety 
has defaulted a contractor rather than go through additional administrative' 
expense in trying to have tl. s contractor himself complete the job. It is an 
unfortunate fact that,once a marginal contractor defaults, the chances of 
his’survival are minimal. In a few cases, however, through the mutual 
efforts of SBA and the surety, we have been able to help a contractor so 
that he corrected his default and was able to continue in business. " .

t • ̂ •
Conclusions

Based on the information giysn herein, we feel that we have covered the 
three points in your recommendations:



r  ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES' * 

RESEARCH AGENCY

Pouch Y , S ta te  C ap ito l 

Juneau , A la sk a  99811  

(9 0 7 ) 4 5 5 -3 9 9 1

MEMORANDUM July 1, 1980

TO:

RE:

FROM:

Representative Patrick O'Connell

Anne DeVries, Issues Analyst /

Availability of Contract Bonding 
Research Request No. 147

This memorandum is in response to your request for research on the 
availability of contract bonding for small contractors. I understand 
you are interested in possible legislative action to relieve the problems 
some contractors face in obtaining contract bonds in amounts over $500,000.

Summary of Findings
I ,

Briefly, there are three major findings from this research:

for which they are qualified. It is not evident that sureties 
are denying bonds to contractors on the basis of criteria 
which are irrelevant to their ability to complete a contract.

A State reinsurance program is the major way in which bonding 
could be made more available. The primary problem of such a 
program is that it would expose the State to financial losses 
on defaulted contracts.

The availability of bonding is important to contractors because 
bonds are required for most public works contracts. An alternative 
to making bonds more available is to modify access to public 
contracts. The State has two main alternatives: to raise the
amount of the contract below which no bonding is required, or 
eliminate bonding altogether. There are two problems with 
these alternatives: they-expose the state to financial losses
from defaulted contracts and they shift the responsibility of 
determining contractor qualifications from a non-political 
body, the surety, to the State. These are the same problems 
that the surety system was designed to eliminate.

Overall, contractors are able to get bonding in the amounts
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Introduction to the Question of bond Availability

Contract bonding is the way in which a corporate surety, usually a large 
insurance company, extends its financial backing to qualified construction 
contractors. It is a means of assuring the construction client that he 
will not have to suffer a financial loss because the contractor fails to 
complete a contract. The demand for bonds arises primarily from the 
public sector as bonds are a means of protecting the taxpayer from 
contract losses.

In return for a service fee, a surety company will bond any contractor 
it deems- qualified to do the work for which a bond is required. If the 
contractor defaults on the job, the surety is obligated to assure that 
the contract is satisfied with no financial loss to the client. If the 
surety incurs a loss in meeting its obligation to the client, it will 
take action against the contractor to recover its losses. Under established 
surety underwriting practices, the risk of financial loss from default 
remains with the.contractor. As a consequence, the surety will bond 
only those contractors in situations where it anticipates that no default 
will, occur, and where the contractor is financially able to cover any 
losses that may.occur (if, for instance, where one of the principals 
dies and the firm cannot complete the contract). The availability of 
'.onding, therefore, is determined by the criteria surety underwriters 
use to define a "qualified1' contractor.

Interest Groups

The question you have raised concerning the availability of contract 
bonding directly affects the economic interests of four groups, often in 
conflicting ways. The.interests of these groups - the contractors, the 
sureties, the construction clients and the State - are described in this 
section.

The Contractors: As a group, contractors share two interests:

They desire .ready access to work, and to the extent that the 
lack of bonding denies-iaccess, they want ready access to 
bonding as well.

. They would like to Limit competition to qualified contractors.
An unqualified contractor may be the low bidder because he 
lacks full knowledge of costs and potential problems in a job.
He may get a contract and then fail to perform. This creates 
"unfair" competition to qualified contractors.



R e p r e s e n t a t i v e  P a t r i c k  O ' C o n n e l l

J u l y  1, 1 9 8 0

P a g e  No. 3

Obviously, those contractors who have no trouble obtaining bonds do not 
necessarily see their interests enhanced by measures making it easier 
for other contractors to secure the same means of access to work.

The Sureties: As a group, sureties share an interest in making money.
However, there are two types of surety companies with distinctly different 
ways of making money:

Standard sureties make money by writing all the bonds they 
can. However, as they are not compensated for risk, they 
adhere to underwriting criteria that are established based on 
the presumption of "no losses".

’«*

Specialty sureties make money by exploiting the government 
.subsidy inherent in the Small Business Administration's re­
insurance program. This is discussed in greater detail later 
in the memorandum.

The'Construction Clients: Demand for bondii.g originates primarily from
the public sector, all discussion in this memorandum will focus on the' 
interests of municipal, state and federal construction clients. As a 
group, these entities share two interests:

They want to protect the taxpayers' interests by obtaining 
the best quality construction worn at the lowest price.

In order to insure the lowest feasible costs, state and 
federal governments want to insure adequate competition among 
qualified contractors by removing any artificial impediments 
to competition, such as minority discrimination.

They want to protect themselves from the claims of suppliers 
or laborers who were not compensated by a contractor on a 
public works job. Bonds are necessary as public works are 
not subject to liens designed to protect suppliers and laborers 
on private jobs.

The State: -The State, as a protector of its citizens, wants to:

Insure that citizens are not prevented from enj^ving their 
livelihoods by the arbitrary acts of others, such is.a private 
company discriminating against minorities.
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Insure that citizens have "fair" access to all work that the 
state provides.

Of these four parties, the State faces the strongest conflicting interests. 
It may want to make access to bonding easier in order to insure some of 
its citizens better access to their livelihoods, while at the same time 
it is the largest single beneficiary of the contract bonding system.
This conflict will be the focus of this memorandum.

What is Contract Bonding?

Construction is an. inherently risky business. A contractor can fail to 
perform on a job for any number of reasons:

Key personnel die or become disabled, either physically or 
emotionally - a divorce or death in the family, a drinking 
problem, etc.

He is overextended; either he has committed his firm to too 
much work or to' a job which nay have unexpected problems 
beyond his capability to solve.

He has inadequate supervision.

He has an inefficient operation.

He lacks the appropriate job cost accounting records and 
procedures.

He has *'ninsured losses. 4

He i3 the victim of employee dishonesty.

He has submitted an improper bid: it nay contain mistakes, it 
may not allow for unforeseen contingencies and/or price increases, 
or it may not have adequately provided for overhead.

He has failed to arrange proper financing.

. He has made a poor selection of venture partners.

He is adversely affected by weather conditions.
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Awarding a contract to the "lowest qualified bidder" increases the risks 
of a project, for the contractor who wins the job has given himself the 
smallest possible financial cushion with which to absorb the cost of any 
problems.

The construction client recognizes that these problems can occur and he 
has two alternative ways to protect his interests:

If a contractor fails to perform, the client can arrange to 
complete the job himself and take legal action against the 
contractor.

He can require that the contractor secure the backing of 
another party who will ass'-re the client that he will suffer 
no financial loss from a cot tractor failure. This third party 
may be an individual or a corporate sur. ty.

Under either alternative, the client pays for the cost of this protection 
In the former instance, he.incurs the costs directly; in the latter, the 
cost of the surety's bond is included in the bid price.

Types of Bond Required: Three types of contract bonds are generally
required:

Performance bonds guarantee that the work will be completed in 
accordance with the plans and specifications and at the contract 
price.

Payment Bonds guarantee that the suppliers and employees of the 
contractor will.be paid. Payment bonds are required on all public 
works projects because that property cannot be made subject to a 
Mechanics and Materialmen’s Lien which protects these interests on 
private projects. A payment bond also makes it easie. for suppliers 
to get credit, as they are assured of being paid.

Eid Bonds guarantee the sincerity of the bid. A bid bond in the 
amount of 10% to 25% of the bid is usually required. If a contract 
is awarded to a bidder who is then unable to secure the other 
required bonding or for. some reason cannot enter into a contract, 
the bid bond is forfeited. A surety will usually issue a bid bond 
only when it is prepared to issue payment and performance bonds, as 
required.
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Both payment and performance bonds are required because it is possible for 
a contractor to finish a job and then "leave town" before his suppliers 
and employees are paid, or he might meet his obligations to his suppliers 
and employees without satisfactorily completing the job.

Underwriting Requirements: The surety decides whether or not to provide
bonding to a contractor through a careful analysis of his job history and 
financial capacity. This process is termed underwriting. It is underwriting 
which determines the availability of contract bonding.

There are two major factors considered in underwriting:
• • •

The total amount of work the contractor will have if he is 
awarded the contract for which a bond is required.

A combination of his performance record, his experience with 
the type of work required by the contract, r.be suitability of 
his equipment and the skill of his employee.-, for the type of 
construction, the soundness of his bid and his financial 
capability.

The contractor will usually be asked to supply his bond agent or broker 
with the following:•

Financial statements for the last three years. Depending on 
the size of the job and the surety, these statements may have 
to be prepared by a certified public accountant and may have 
to be auditied.

•

Completion of a contractor questionnaire which requires 
resumes of experience —  job size, client, etc.

A letter from his banker stating his credit experience with 
the contractor - what credit has been extended, how it has 
been handled, what credit is •available for the upcoming contract, 
etc.

.. . Twc or three letters of recommendation from former clients.

One to two letters of recommendation from major suppliers.
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An underwriter evaluates two aspects of the contractor's financial 
status: the amount of working capital he has in relation to the dollar 
volume of his projected workload and his net worth. Sufficient working 
capital is necessary to cover cash outlays for which the contractor will 
be reimbursed later. Contractors are usually paid on work as it is 
completed, therefore they must finance each portion of the work themselves. 
In addition, clients retain a portion of the payment, usually 10%, until 
the project is completed in order to guarantee performance. The contractor 
has to finance that 10% for the duration of the project. Without adequate 
working capital, a contractor may have to stop work on the project and 
be in default on the contract. A contractor's net worth, total assets 
less total liabilities, is the second component of his financial status 
that is important to a surety. The surety relies on a contractor's net 
worth as the primary loss paying fund, should the contractor default on 
the contract and the surety incurs losses in completing the contract.

Cost of Bonding: Contractors are charged a premi-m for the bonds they are
issued. The premium is determined by the amount of the bond, the duration 
of the bond obligation and the type of contract being bonded: as the
amount of the bond increases, the cost per thousand dollars of bonding 
declines; as the duration of the bond obligation lengthens beyond a 
specified period, the cost of the bond increases; and as the complexity 
of the construction task increases, the cost'of the bond increases. The 
Surety Association of America has established rates which are used by 
most standard sureties; in its rate setting manual, it divides construction 
contracts into three major groups:

Class B These are the most difficult types of construction
involving architectural building construction, most 
engineering construction, concrete and excavation 
work performed underground or in or under water, 
etc.

Class A These are general contracts and subcontracts of
generally less difficult nature than those included 
within Class-B—such as most earthmoving work of a 
non-excavation nature, etc.

Class A-l Contracts of this description include those generally
less difficult than "B" or "A" of the construction 
classification and contracts for furnishing and in­
stalling, or installing only, or providing various 
services and equipment, such (as a data processing 
contract.
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As an example of the rate structure, the premium established for a Class 
B contract is 1.2% of! the contract amount under $500,000, .725% of the 
next $2,000,000; .575% of the next $2,500,000; .525% of the next $2,500,000; 
and .48% for any additional amounts. This covers a bond obligation of 
24 months.

The premium charged by.a surety is distinctly different from that charged 
by an insurance company. The surety premium is not meant to create a 
loss-paying fund as an insurance premium does. In insurance, risk is 
transferred to the insurer, whereas in bonding that risk remains with 
the contractor. The function of a premium, is clearly stated in the 
following excerpt from a Surety Association of America publication:

Suretyship transaction does not intend a transfer of risk from the
contractor to the surety The surety's obligation is collateral
or secondary to the contract obligation assumed by the contractor..
The surety's fee is essentially a flat rate charge for the services 

. performed by the surety and as such it is more related to averting 
or controlling loss chan to funding ultimate loss."

The Unseen Services of a Surety, Surety Association of America

Reinsurance and Cosuretyship: A surety has two options for limiting his
exposure on a contract bond: reinsurance and cosuretyship. Reinsurance 
is a means of sharing the premium and risk with another company; and it 
is a standard practice in the industry. The most, commonly used mechanism 
is for the reinsurer to take a percentage of the premium (net of commission) 
and to assume the same percentage of any loss. The SBA program is a 
form of reinsurance; however, the government assumes a disproportionately 
large share of the risk for the premium it receives.

Cosuretyship is the means by which two or more sureties jointly issue a 
bond. Each surety has a limit on the amount of single bond it can 
write, depending on its financial position; this limit is established 
by the U.S. Treasury. By jointly, issuing a bond with another surety, a 
surety can bond a contractor for an amount greater than the Treasury 
limit of either surety. Most cosuretyship arrangements limit the liability 
of each surety to a specified amount.

Regulations Pertaining to the Contracting Industry

The following sections outline the State's requirements for entry into 
the contracting business and its requirements for bonding on public 
works contracts.
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There are about 3,000 contractors licensed by the State to operate in 
Alaska. About half of these are general contractors, the remainder are 
specialty contractors.*

According to AS 8.16, in -order for a construction contractor to operate 
in the state, he must be issued a certificate of registration by the De­
partment of Commerce and Economic Development. The following are required 
before a certificate is issued:'

a completed application

a registration fee of $100 for a general contractor and. $50 
for a specialty contractor *

a surety bond of $5,000 for a general contractor and $2,000 
for a specialty contractor or an equivalent cash deposit

public liability and property damage insurance no less than 
$20,000 for property damage, $50,000 for injury or death to 
one person and $100,000 for injury or death to more than one 
person.

The surety bond, also termed a "license bond", is intended to assure 
payment of:

all taxes and contributions due the state'and political subdivisions

payments to all persons furnishing labor or material or 
renting or supplying equipment

payments for all amounts that may be adjudged against the 
contractor by reason of negligent or improper work, breach of 
contract or damage to public facilities occurring in the 
course of a construction project.

* AS 8.18 defines a contractor as "a person who., in the pursuit of an
Independent business, undertakes or offers to perform, or claims to have 
the capacity to perform,, or submits a bid for a project to construct, 
alter, repair, move or demolish a building, highway, road, railroad, or 
any type of fixed structure, including excavation and site development and 
erection of scaffolding; a "general contractor" is a contractor whose 
business operations require the use of more than two distinct trades whose 
work the general contractor superintends." A specialty contractor is one 
involved in only one or two distinct trades.
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In addition to this bond, the State requires payment and performance 
bonds on construction work exceeding $50,000 in value. AS 36.25 establishes 
the minimum bond coverage; the contracting officer is empowered to increase 
these amounts as he sees fit. The bond requirement can be satisfied by 
either a corporate surety, a large insurance company, or by two individual 
suretis who "shall each justify in. a sum equal to the amount of the bond".
The relevant portions of the statute are quoted below:

. . . before a contract exceeding $50,000 for the construction 
• alteration, or repair of a public building or a public work of 
the state or a political subdivision of the state is awarded to a 
general or specialty contractor, the contractor shall furnish to 
the state or political subdivision of the state the following bonds, 
which become binding upon the award of the contract to that contractor.

(1) a performance bond ... .; the amount of the performance bond 
shall be-equivalent to the amount of the payment bond.

(2) a payment bond . . . for the protection of all persons who 
supply labor and material in the prosecution of the work provided 
for In the contract; when the total amount payable by the terms
of the contract is not more than $1,000,000, the payment bond shall 
be. in a sum of one-half (50%) the total amount payable by the terms 
of the contract; when the total amount . . .  is more than $1,000,000 
and not more than $5,000,000, the payment bond shall be in a sum of 
40% of the total amount . . when the total amount . . .  is more 
than $5,000,000 the payment bond shali be in the sum of $2,500,000.

The statute also provides for a municipal exemption which allows municipalities 
to exempt contractors from these bonding requirements on contracts not exceed­
ing $400,000 if the following conditions are met:

The contractor has been licensed in the state for a period of 
two years and his principal office is in the state.

The contractor has certified that he has not defaulted on a 
contract awarded to him during the previous three years.

The contractor submits a financial statement, prepared.within 
a period of 9 months preceding the submission of a bid, . , .
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certified by a public accountant . . . demonstrating that the 
contractor has a net worth of not less than 20% of the amour.' 
of the contract for which the bid is submitted.

The total amount of all contracts which the contractor anticipates 
performing during the term of performance of the contract for 
which a bid is submitted does not exceed the reported net 
worth by more than seven times.

The Federal statutes, the Miller Act, served almost verbatim as a model 
for the State statute. There are only two differences: the Federal
government requires bonds for all contracts in excess of $2,000 and it 
leaves the amount, of the performance bond to the discretion of the 
contracting officer.

While the State statute requires a combination of payment and performance 
bonds amounting to 100% of the contract amount on jobs under $1,000,000,
80% on jobs between $1,000,000 and $5,000,000, ard a flat bond of $5,000,000 
on jobs over $5,000,000, in practice 100% bc.; ding is required on all 
projects over $50,000. On projects which involve federal money, a 100% 
performance bond and a 100% payment bond is usually required. Municipal 
practices differ with the municipality and the source of funds it is spend­
ing; however, they are usually at least as strict as the state practices.

The Alaska Bond Market: Contracts bonds are supplied by 71 companies 
licensed'to do business in Alaska. All are regulated by the Division of
Insurance of the Department of Commerce and Economic Development, to 
which they must submit their premium rates for approval.

There are three types of firms: the standard companies, the specialty
companies which are involved ir. the SBA reinsv,ranee program, and sub­
standard companies. This last group is able to supply bonds for the .. •
most marginal contractors by charging higher rates. It is not a significant 
part of the market.

The standard companies dominate the bonding market. The four largest 
companies, Travellers, Firemen's Fund, Fidelity and Deposit of Maryland, 
and Slafeco, control over 50% of the Alaska market. Forty-nine companies, 
each writing less than $50,000 in premium annually, account for only 5% 
of the market. .

In 1978, the last year for which data is available, $5.6 million of
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direct premiums were written for surety bonds on Alaskan construction. 
Premiums average about 1% of the bond amount, so approximately $562.6 
million of construction jobs were bonded. Direct losses to surety 
companies, net of recoveries, were $0.2 million, or 4% of the premiums 
written or .04% of the construction activity. The table below summarizes 
bonding activity since 1974.

TABLE 1

Surety Bonding Activity in Alaska, 1975 - 1978

' 1975 1976 1977 1978

Number of Companies 93 70 68 71

Direct Premiums (000) $3950.5 $4178.0 $4442.0 $5626.0

Direct Losses (000) $1838.7 $ 964.0 $2-362.0 $ 209.0

Losses/Premiums 47% • 232 64% 4%

Source: Insurance Reports for 1977-1979, issued by the Department
of Commerce and Economic Development, Division of Insurance.

As you are aware, some small contractors: have noted a tightening in the 
availability of bonds. They are unable to get the sane levels of bonding 
that they have gotten in the past or they are unable to find sureties 
willing to write larger bonds for them. Apparently, they are experiencing 
the impact of tighter underwriting standards which have been made necessary 
by the large losses the sureties suffered in the mid-1970's, as indicated 
on Table 1; normal surety losses average between 57. to 107. of premiums 
while losses in Alaska got as high as 64% in 1977. One surety termed 
Alaska.the "cemetery" of surety companies.

According to members of the industry who have followed the developments 
in the Alaska market, underwriting standards by most sureties were 
relaxed in the early 1970's in response to competitive pressures.
Sureties are in the business..of writing bonds and the primary limitation 
on the amount of bonds they write is their underwriting criteria. In



Representative Patrick O'Connell
July 1, 1930
Page No. 13

the late 1960's, a company entered the Alaska market agressively seeking 
business by writing bonds more readily than the existing companies. It 
offered larger bonds and larger bonding capacities to firms in order to 
take business away from competitors. The other companies were forced to 
match its tactics in order to retain customers. By the mid-1970's, this 
company, which had followed the sane strategy across the country, was 
incurring large losses and decided to leave the surety business.

The problem of losses due to loosened underwriting standards was exacerbated 
by the recession in the mid-1970's. High interest rates affecteJt a 
contractor's ability to get financing and inflation adversely affected 
his ability to project costs for materials and labor; both could lead to 
default on a contract.

As a response to these problems, some sureties chose to leave the Alaska 
market, while the remaining ones revised their underwriting criteria.
One broker characterized this as a return to normal underwriting practice 
after a period.of too-loose underwriting. He m o tea that the market in 
Alaska is "coming back". The current market has been characterized as 
thc best one in Alaska for years; the comment that "any qualified contractor 
can get bonding" was made repeatedly by the surety representatives interviewed

Means of Increasing Bond Availability

It is the question of what constitutes a "qualified contractor" which 
is central to the issue of availability. For the client, bonding serves 
a twofold purpose: it protects him from financial loss'and it is a
means of pre-qualifying contractors who want to bid on work. The client 
is protected by the surety's financial stake in only bonding qualified 
contractors. Because contract bonding is both a fcrm of credit and a 
pre-qualification process, there are always some contractors who are 
unable to secure bonding for.Jobs which, in the opinion of the surety, 
exceed thair financial or technical capability. Consequently, it is 
impossible to judge whether the contractors who have been experiencing 
problems in bonding are being subjected to unfair discrimination or are 
simply not sufficiently qualifled_to warrant the surety's financial 
commitment. If, through additional extensive research, it is found that 
there is some significant pattern of discrimination against a particular 
type or class‘of contractor, the State has two types of approaches to 
relieve their dilemma:

mm
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It can permit sureties to lower their underwriting standards 
by assuming a large share of the risk of contractor defaults.

-■«. •

. It can remove the bonding requirement, on all jobs or on jobs 
over a certain amount, and assume the surety’s dual functions. 
The State would be responsible for recovering its own losses 
on contractor defaults and it would have to devise a means of 
pre-qualifying contractors. These qualifications could reflect 
preferences to particular types of contractors .if_ it could be 
shown they had been excluded unjustly from.work because of 
surety discrimination.

There are variations on these approaches; however, these are the two 
major ones which have been considered by the Federal government in its 
frequent reviews of the surety bonding process.

Again, I have been unable to conclude that any group of contractors has 
been denied bonding for reasons unrelated to their ability to perform.
As a third-party,.often the State of Alaska, relies on bonding to protect 
the taxpayers'and simplify its contracting process, it would s« ;m that 
such a pattern of discrimination would, have to exist before the State 
encourages the lowering of underwriting standards or becomes its own 
surety. That'reservation aside, the following.section describes how the 
Small Business Administration’s reinsurance program wcrk3. This is the 
type of program which the State could implement if It choose the first 
of the two alternatives listed above.

The SBA Program 
•

The Small Business Administration manages a program of reinsurance for 
contractors with annual gross sales of less than $3.5 million who are 
unable to get bonding with a standard surety company. The SBA program 
will issue a bond up to $1 million. The average SBA bond in the Pacific 
Northwest Region is about $70,000. This program was originally intended 
to help minority contractors secure bonding. I. has since been expanded 
to include all small contractors as a way to insure their access to the 
bond market, and hence to public construction jobs.

The standard, market takes the theoretical approach to surety bonding - .it 
bonds contractors assuming there will be no losses and charges a premium, 
not based on. risk, but to cover the costs of offering the service. On 
the other hand, the sureties which spcialize in SBA bonds - the specialty
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market - are more liberal in their underwriting criteria because the 
federal government is subsidizing the defaults of less "qualified" 
contractors who are bonded through the program.

The contractor pays a higher price for SBA bonding than he would if he
qualified for bonding in the standard market. Table 2 presents a comparison 
of the premiums charged for bonds of different amounts under the standard 
surety rates and the SBA rates. The standard surety charges 1.2% of the 
contract amount for the first $500,000 and .0725% for up to the next $2,000,000 
pf bonding. In return for this premium, the surety is obligated to the 
full extent of the ̂ contract amount. These are the maximum rates charged 
for the most risky class of contract according to the-Surety Association 
of America rate filing.

For the specialty surety, the maximum premium is 1.5% on amounts less
than $250,000 and 1.0% on the balance of the.bond. In addition, the SBA
charges .2% of the contract amount as a-service fee. Therefore, on a
$250,000 bond issued by the SBA, the contractor pays 1.7% of the contract
amount, compared to 1.2% for similar standard bond. The surety retains 
80% of the premium and the remainder goes to the SBA. For its 80% 
premium, the surety takes 20% of the risk of default (10% if the bond is
less than $250,000). The SBA assumes 80% of the risk.of default (90% if
the bond is less than $250,000) and receives 20% of the premium and the 
.2% service charge.

The SBA makes it attractive for sureties to bond contractors through its 
program by taking a disproportionately large share of the risk for the 
premium it receives. Table 3 illustrates the cost of this reinsurance 
program to the SBA. Table 3 assumes a 1.25% loss rate on each bond; 
this is the loss experience for the Pacific Northwest over the life of 
the SBA program. This loss is divided between the surety and the SBA 
and then compared to the premium income each received. For instance, on 
a $500,000 bond the loss is assumed to be $6250 or 1.25% of the bond.
The SBA would cover 80% of that, or $5C00. In issuing this bond the SBA 
received $1250 in premium and $1000 in service fees, a total of $2250.
The SBA incurs a loss/premium ratio of 225% by assuming the larger share 
of the risk while the specialty surety has a more moderate 25% loss 
ratio. Overall, the loss ratio is 86.2%. This compares unfavorably 
with the national average of 5% to 10% and the most recent Alaskan 
performance of 4%. Table 3 also illustrates why some contractor^ have 
trouble getting SBA bonding over $250,000. The loss ratio doubles on 
these larger bonds because the government is assuming less of the risk; 
therefore, the specialty sureties have lost some of their incentive to 
take chances on weaker contractors.
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Standard sureties, the ones writing the majority of the business in 
Alaska, generally do not participate in the SBA program. They have a 
number of objections to it:

The paperwork demands are great. A contractor has to be 
underwritten each time he wants a bond.• This requires the 
compilation o'f financial statements, letters of recommendations, 
etc. for each bond application. • A standard surety avoids this 
problem by establishing a bond capacity, good for up to a 
year, on which the contractor can draw.

Paperwork requirements create time delays. For instance, 
bonds over $500,000 must be approved by the SBA.’s Washington 
D. C. office.

The SBA duplicates the underwriting work of the sureties to 
'some extent.

•

However, the overriding objection to the program is that 
"unqualified" contractors are placed in competition with 
"qualified" contractors, those who got bonding in the standard 
markets. Standard sureties see themselves as applying one 
standard to a contractor - v-aether or not he can complete the 
job - if the contractor c?,n not mmet this standard, then he 
should not be given bonding.

It is likely that a State program similar to the SBA's would face similar 
problems: .duplication of work done in the private sector, creation of a 
bureaucracy, the resistance of standard sureties, etc. However, the two 
most important problems it would face are:

the cost of defaulted contracts, and

the difficulty of defining limits to the program

These are clearly related. The SBATprogram began to help minorities,
the victims of racial diselimination. It was expanded to help all 
"small businesses" and is under pressure to increase its limits to raise
the definition of "small". A state program would be faced with a
similar dilemma of pressures _for an ever expanding scope. And clearly, 
financial losses from defaulted contracts would be a function of how 
broadly the State defined the group of contractors worthy of subsidy and the 
extent of the subsidy it offered.
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It has not been possible to provide an extensive analysis of the SBA 
program within the time frame of this research. The detailed questions 
which would require answers before any State program is considered, are:

Why are contractors in the SBA program unable to get bonding 
elsewhere? (Minorities excluded)

Why is the loss ratio so high? How does this relate to 
the composition of contractors In the SBA program?

How many contractors are able to grow out of the SBA program
into the standard surety market?

What are the administrative costs of the program?

. Based on a range of assumptions about the scope of the program, 
the amount of the risk assumed by the State and loss experience, 
what are the potential costs to the S.tate?

Modifications of Bonding Requirements '•

The State has another alternative way of addressing the problems some 
contractors face in obtaining bonds, and hence access to public work: 
it could eliminate all bonding on State jobs or it could increase the 
contract amount below which no bonding is required. There are two 
problems with this approach. First, the State would have to duplicate 
the capabilities of existing sureties. It would require personnel to
arrange for the satisfactory completion of contracts in default and to
bring legal action against defaulting contractors for any losses it 
incurred. In addition, it would require the development of criteria to 
determine which contractors were qualified to bid on State contracts.
One of the reasons for the cre3ticn cf the surety system was to remove 
the "qualifying" process from the potential distortions of the political 
process. If the State became its own surety, on some or all contracts, 
its loss experience would primarily be determined by the appropriateness 
of its qualifying criteria in relation to contract, requirements.

As this memorandum has shown, underwriting is a subjective process. It 
has been impossible to determine, within the time frame of this work, 
whether any conditions exist which limit bonding available in a way that 
warrants action by the State to increase availability of bonding. The 
standards that sureties established are intended to protect the client,
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notably the State of Alaska, and any actions to change underwriting standards 
to increase availability may create serious problems for the State. I will 
send shortly selected portions of a report to Congress on the surety industry 
and its effect in preventing contract losses to the federal government. This 
may be of interest to yo'u. If you have any additional questions, please let 
me know.

AHP/bf



COMPARISON OF LOSS/PREMIUM RATIOS FOR THE SPECIALTY SURETY AND THE SBA 
-—  —  -—       — -—   -

‘

BOND AMOUNTS

 .. . ....

$249,999 $250,000 $500,000 $750,000 $1,000,000

SPECIALTY SURETY

-Loss
-Premium

-Loss/Premium

SBA
-Loss

-Premium 
-Service Charge

-Premium + Service Charge 

-Loss/Premium + Service Charge 

OVERALL

-Loos/Premium + Service Charge

312
3,000

10.4%

2,812

750
500

1,250

225.0%

73.5%

625 
3f 000

20.8%

2,500

750
500

1,250

200.0%

73.5%

1,250
5,000

25.0%

5.000

1.250
1.000

2.250 

222.2%

86.2%

1,875
7,000

26.8%

7.500

1,750
1.500

3,250

230.8%

91.5%

2,500
9,000

27 8%

10,000

2.250 
2,000

4.250 

235.3%

94.3%

House Research Agency

July 1, 1980



COMPARISON OF STANDARD AND SPECIALTY SURETY RATES , - u -j

BOND AMOUNTS

• $249,000 $250,000 $500,000 $750,000 $1,000,000

STANDARD SURETY •

Surety's Premium-*- • 3,000 3,000 6,000 7,813 9,625
Exposure * 249,999 250,000 500,000 750,000 1,000,000

Cost to Contractor 1.2% 1.2% 1.2% 1.0% 1.0%

SPECIALTY SURETY

Total Premium^ 3,730 3,750 6,250 8,750 11,250

SBA1s Premium^ 750 750 1,250 1,750 2,250
Surety's Premium̂ - 3,000 3,000 5,000 7,000 9,000

Surety's Exposure^ 25,000 50,000 100,000 150,000 200,000
SBA's Exposure^ 249,999 200,000 400,000 600,000 800,000

Cost to Contractor?• 1.7% 1.7% 1.5% 1.4% 1.3%

For Clas3 B contracts: 1.2% for 1st $500,000, 0.723% for next $2,000,000 per the Surety Assoc, of America rate filing.

Maximum premium of 1.5% on 1st $250,000, 1.0% on amounts over $250,000 per SBA fact sheet. •

20% of the premium. 

i*̂ % of thc premium.

10% for bonds less than $250,000, 20% for^bondo equal to or greater than $250,000.

Balance of the contract amount.

Include 0.2% for SBA service fee on all bonds.

I
I

House Research Agency

July 1, 19E0



HOUSE OF REPRESENTATIVES 
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\ _ -  P o u ch  Y , S ta le  C ap ito l 

J u n e au , A la sk a  99811 

(9 0 7 ) 46 5 -3 991

MEMORANDUM July 16, 1980

TO: Representative Patrick O'Connell

FROM: Anne DeVries
Issues Analyst

RE: Contract Bonding
Research Request No. 147 (Additional Material)

I have enclosed three excerpts from a report on the use of surety bonds
in federal construction prepared by the General Accounting Office and sub- .
nitted to the U1S. Congress. This report concluded that the government 
should not eliminate bonding and become its own self insurer. In addition,
the report found problems in the ability of the SBA program to meet its
objective of providing a transitional program fcA. a marginal contractor.

One problem facing the SBA which I did not address was the involvement 
of organized crime in the specialty surety business. Recently, NBC Nightly 
News examined abuse of the SBA program in Chicago, where it is believed 
that fraudulent claims are being submitted by sureties fronting for organized 
crime. I do not know much about this beyond the NBC news story. However, 
if the State does consider a SBA-like program, this potential type of abuse 
may need to be examined more closely.

AHD/bf
Enclosure



EXHI3IT 1

States Licensing General Contractors

States
License

Contractors
License

Subcontractor Dollar Limit
• Bond 

Requirements

1. Alabama Yes No $20,000 2!o
2. Alaska Yes No 1,000 $2,000 Surety
3. Arizona Yes No NA 1,000 to 15,000
4. Arkansas Yes Yes 20,000 No
5. California Yes toV 100 2,500
6. Florida Ye'i Ho NA No
7. Hawaii Yes No NA No
8. Louisiana Yes No 30,000 bond(1)
9. Maryland ?fes No 5,000 amount-NA

10. Michigan Yes No 200 No
11. Mississippi Yes Yes 10,000 No
12. Montana Ye3 No 15,000 No
13. Nevada Yes Yes NA amount-NA
14. New Mexico Yes No NA No
15. North Carolina Yes No 30,000 No
16. North Dakota Ye3 Yes 500 No
17. South Carolina Yes No 30,000 No
18. Tennessee Yes Yes(2) 50,000 No
19. Utah Yes Yes NA bond(3)
20. Virginia Yes Yes 30,000 No
21. Washington Yes No 250 1,000 to 2,000

States

States Licensing Specialty Contractors

Type of License
Bond ing ■ 

Requirements

22. Idaho
23. New Jersey
24. Oregon
25. Wyoming
26. Delaware 
27i Kansas 
28. Nebraska

Public Works Contractors
Electrical Contractors
Residential Building Contractors
Electrical Contractors
Registers Contractors for revenue cnly
Nonresident Contractors
Nonresident Contractors

No
No
($3,000 bond requir
No
No
$1,000 bond require 
$1,000 bond require

(1) Surety Bond3 required for taxes on nonresident contractors.
(2) License only subcontractors who perform heating and ventilating, air 

conditioning, electrical, and plumbing work where the contract cost 
exceeds $50,000.

(3) 50 percent performance bond for public works contract.

amount NA-do liar amount not available.

Source: State of Tennessee Program Evaluation
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I •

ELIMINATING CURRENT BONDING SYSTEM
*•*

DOES NOT APPEAR WARRANTED

We e v a lu a t e d  (1) th e  e f f e c t i v e n e s s  o f  t h e  c u r r e n t  
b o n d in g  s y s te m  and (2) th e  e conom ic  and a d m i n i s t r a t i v e  f e a ­
s i b i l i t y  o f  e l im i n a t i n g  bonds  and h a v in g  the  G o v e rn m e n t  b e ­
come a s e l f - i n s u r e r .  ' •

I n  g e n e r a l ,  s u r e t y  bonds  and th e  s u r e t y  c o m p a n ie s  p r o v id e

1 .  F i n a n c i a l  p r o t e c t i o n  to . Gove rnm en t a g e n c ie s  a g a i n s t
l o s s e s  r e s u l t i n g  f ro m  d e f a u l t s ;

N

.2. .- . F i n a n c i a l  r e c o u r s e  f o r  s u b c o n t r a c t o r s ,  s u p p l i e r s ,
• and  l a b o r e r s .

3.. F i n a n c i a l  and t e c h n i c a l  a i d  f o r  c o n t r a c t o r s .

The l a c k  o f  c o s t  d a t a  and th e  l a c k  o f  F e d e r a l  e x p e r i e n c e ,  
p a r t i c u l a r l y  w i t h  r e s p e c t  t o  th e  l a t t e r  two f u n c t i o n s ,  p r e ­
v e n t e d  u s  f ro m  r e d u c in g  th e  i s s u e  o f  s e l f - i n s u r a n c e  t o  a 
s t r i c t l y  q u a n t i t a t i v e  d e t e r m in a t io n .  The m o n e ta r y  v a l u e  o f  
t h e  i n d i v i d u a l  s e r v i c e s  p r o v id e d  b y  s u r e t i e s  c o u l d  n o t  be  
i s o l a t e d .  B e cau se  th e  F e d e r a l  a g e n c ie s  h a v e  h a d  no e x p e r ie n c e  
i n  p r o v id in g '  t h e s e  s e r v i c e s ,  t h e y  c o u ld  n o t  s t a t e  w h a t  t h e  
c o s t  w ou ld  be  i f  th e  Gove rnm en t assumed su ch  s e r v i c e s .

I n  th e  a b sen ce  o f  c om pa rab le  q u a n t i t a t i v e  d a t a ,  we c o u ld  
n o t  d e v e lo p  m e a su ra b le  e v id e n c e  s u p p o r t in g  e i t h e r  e l i m i n a t i o n  
o r  r e t e n t i o n  o f  th e  c u r r e n t  b o n d in g  s y s te m .  T h e  m a jo r  o a r t i c  
i p r i n t s  i n  th e  s y s te m — F e d e r a l  c o n s t r u c t  jo n  • a g e n c ie s  , c o n t r a c -  
f o r y  snhrnn t.r? .r_ tn rs  ,— s u p p l i e r s ,  e t c .  - - g e n e r a l l y  v o i c e d  
o p in i o n s  t h a t  s u r e t y  bonds  were needed and t h a t  th e  c u r r e n t . 
s y s te m  was e f f e c t i v e  and s h o u ld  be c o n t in u e d .

* *

As  d i s c u s s e d  b e lo w ,  F e d e r a l  c o n s t r u c t i o n  a g e n c i e s  d o  
n o t ,  a t  t h i s  t i n i i ,  h a v e  th e  a b i l i t y  t o  d u p l i c a t e  some o f  t h e  
s e r v i c e s  p r o v id e d  b y —s u r e t i e s .  - P a r t i c u l a r  f a c t o r s  a r c u i n c  
a g a i n s t  . the  G o v e rn m e n t 's  becom ing  a s e l f - i n s u r e r  a r e  t h e  
l a c k  o f  l e g a l  means, a d m in i s t r a t i v e  m a c h in e r y ,  and in - h o u s e  
e x p e r t i s e  f o r  h a n d l in g  c la im s  o f  s u b c o n t r a c t o r s ,  s u p p l i e r s .

14 *



c o u l d  d e v e lo p  t h e  n e c e s s a r y  c a p a b i l i t i e s , ' i t  w o u ld  p r o b a b l y  • •
p r o v e  c o s t l y  t o  th e  G ove rnm en t .  * *

•  •

A l t h o u g h  we do n o t  recommend e l i m i n a t i n g  t h e  c u r r e n t  
b o n d in g  s y s t e m ,  we f e e l  t h a t  t h e  G o v e rn m e n t  i s  n o t  b e n e f i t i n g  
a s -m u ch  a s  i t  c o u l d  f ro m  s u r e t y  b o n d s .  C h a p t e r  5 d i s c u s s e s  
t h o s e  a r e a s  w he re  t h e  F e d e r a l  c o n s t r u c t i o n  a g e n c ie s ' ' c a n  im ­
p r o v e  t h e i r  p a r t i c i p a t i o n  i n  t h e  s y s t e m .  ‘

•  .  -. . .  i  .

CLAIMS OF SUBCONTRACTORS, ' • * - ••*
S U P P L IE R S ,  AND LABORERS * ’ * ' ‘ ' **v -

•  •  .  •»  t

The  b a s i c  p u r p o s e  o f  t h e  M i l l e r  A c t  i s  t o  p r o v i d e  a
means o f  r e c o u r s e  f o r  s u b c o n t r a c t o r s ,  s u p p l i e r s ;  a n d  l a b o r e r s
on  F e d e r a l  c o n s t r u c t i o n  p r o j e c t s .  P a ym en t  b o n d s  p r o v i d e  t h e
means b y  w h ic h  s u b c o n t r a c t o r s ,  s u p p l i e r s ,  a nd  la b o ’r e r s  c a n
s u b m i t  c l a im s  a g a i n s t  c o n t r a c t o r s ,  e v e n  i n  t h e  a b s e n c e - o f '
d e f a u l t s .  . • _ ‘ * ' - j

. . .  • . • ’ ’*' i- • i*. • "\:V I
• • * * 

We e x a m in e d  s e l e c t e d  p r o j e c t  f i l e s  a t  9 F e d e r a l  c o n - - ‘ .
s t r u c t i o n  a g e n c i e s ,  i n c l u d i n g  f i l e s  r e l a t i n g  t o ' 75 d e f a u l t e d  •
c o n t r a c t s .  F o r  17 o f  t h e  d e f a u l t s ,  we e xam in e d  t h e  p r o j e c t
f i l e s  a t  b o t h  t h e  F e d e r a l  a g e n c y  and  t h e  c o g n i z a n t  s u r e t y
com pany . I n  many i n s t a n c e s ,  s u b c o n t r a c t o r s , s u p p l i e r s ,  o r
l a b o r e r s  s u b m i t t e d  c l a im s  o r  v o i c e d  c o m p la in t s  d i r e c t l y ' t o
t h e  F e d e r a l  a g e n c i e s .  B e c a u s e  t h e s e  p r o j e c t s  w e re  b o n d e d ,
t h e  F e d e r a l  a g e n c ie s  s im p l y  r e f e r r e d  t h e  c o m p l a i n t s  t o  t h e
a p p r o p r i a t e  s u r e t y  com pany . The  f a c t  t h a t  s u r e t i e s  'h a n d le d
th e  c l a im s  rem oved  p o t e n t i a l l y  m a jo r  l e g a l  and  a d m i n i s t r a t i v e
p r o b le m s  f ro m  th e  F e d e r a l  c o n s t r u c t i o n  a g e n c i e s .

The  s u r e t y  i n d u s t r y  h a s  s a i d  t h a t  i t  d o e s  n o t  k e e p  o v e r ­
a l l  s t a t i s t i c s  on th e  am ount o f  c l a im s  s u b m i t t e d  a n d  p a i d  o n  
F e d e r a l  c o n s t r u c t i o n  p r o j e c t s .  To a s c e r t a i n  t h e  p r e v a l e n c e  
o f  c l a i m s ,  we r e v ie w e d  s e l e c t e d  s u r e t y  c o m p a n ie s .  P r e s e n t e d  
b e lo w  a r e  e x a m p le s  o f  t h e  s i t u a t i o n s  we f o u n d .

9

E xam D le  1— — ,  » »• • •

On a $ 3 6 ,0 0 0  N avy  c o n t r a c t ,  a s u b c o n t r a c t o r  s u b m i t t e d  a  
c l a i m - f o r  $ 2 9 ,0 0 0  t o  t h e  s u r e t y  com pany , c i t i n g  non-1 
p aym en t  b y  t h e  c o n t r a c t o r .  The  s u r e t y  m a i n t a i n s  t h a t ,
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•$1 0 ,1 3 0 .  The s u r e t y  a l s o  n o te d  t h a t  i t s  a t t e m p t s  t o  
r e c o v e r  i t s  l o s s  f rom  th e  c o n t r a c t o r  h a d  s o  f a r  p r o v e d  
u n s u c c e s s f u l .

E x a m p le  2 .

The c o n t r a c t o r  g o t  i n t o  d i f f i c u l t y  s im u l t a n e o u s l y  on 
t h r e e  m u l t i m i l l i o n  d o l l a r  F e d e r a l  p r o j e c t s .  The  s u r e t y  
a l lo w e d  th e  c o n t r a c t o r  t o  c o m p le te  a l l  t h r e e  p r o j e c t s  
and fu n d e d  s e t t l e m e n t s  w i t h  s u b c o n t r a c t o r s  and  m a t e r i a l  
s u p p l i e r s .  The  s u r e t y  c i t e d  paym en ts  on  su ch  c l a im s  o f  
o v e r  $ 5 4 0 ,0 0 0 ,  p l u s  i n c u r r e d  e xp e n se s  o f  o v e r  $ 2 0 ,0 0 0  
and s a i d  t h a t ,  so  f a r ,  i t  had  r e c o v e r e d  o n l y  a b o u t  
$ 8 5 ,0 00  f ro m  th e  c o n t r a c t o r .

H ow ever , i n  o t h e r  i n s t a n c e s  t h e  s u r e t i e s  c o n t e s t e d  s u b ­
c o n t r a c t o r s ’ and s u p p l i e r s '  c l a im s -  I t  i s  a p p a r e n t  t h a t  t h e  
s u r e t i e s  do n o t  a u t o m a t i c a l l y  p ay  a l l  c l a im s  s u b m i t t e d  u n d e r  
p aym en t b o n d s .  - R a t h e r ,  th e  s u r e t i e s  make c e r t a i n  d e t e r m in a ­
t i o n s  r e g a r d in g  t h e  v a l i d i t y  o f  th e  c l a im s  and  th e  e f f e c t  
t h a t  payment o r  nonpaym ent w i l l  h a ve  on th e  s u r e t i e s ’ f i ­
n a n c i a l  e x p o su re  and on c o n t r a c t  c o m p le t io n .

I f  bonds  were e l im in a t e d ,  some o t h e r  s y s t e m  f o r  p r o ­
t e c t i n g  s u b c o n t r a c t o r s ,  s u p p l i e r s ,  and l a b o r e r s  w o u ld  h a v e  
t o  be  d e v is e d .  M o s t  F e d e r a l  c o n s t r u c t i o n  a g e n c ie s  b e l i e v e  
t h a t  a w o rk a b le  s y s tem  c a n n o t  be  d e v e ]o p e d .  The a g e n c ie s  
f e e l  t h a t ,  even  i f  a s v s tem  c o u ld  be  d e v e lo p e d ,  th e  a d m in i ­
s t r a t i v e  c o s t  t o  t h e  Gove rnm en t t o  o p e r a t e  t h e  s y s tem  l i k e l v  
w o u ld  be  h i g h .

FINANCIAL AID TO CONTRACTORS

The—s u r e t y  .k e ep s  a  bonded  c o n t r a c t o r  ’ s .w o rk  p ro g ra m  .. 
u n d e r  s u r v e i l l a n c e  t o  g u a rd  a g a in s t  t h e  c o n t r a c t o r  o v e r e x ­
t e n d in g  i t s  t o t a l  r e s o u r c e s  and th u s  s u b j e c t ir ic r t h e  s u r e t y  

to . p o t e n t i a l  f i n a n c i a l  l o s s e s .  Shou ld ,  th e  c o n t r a c t o r  g e t  
i n t o, d i f f i c u l t v .  .t h e  su ra .tv_m ay .be . . .ab le . tp.-arrar._gg f o r  t h e  
lo a n  o f  s u p e r v i s o r y  p e r s o n n e l ,  s k i l l e d  t e c h n i c i a n s ,  o r  s p e c ia l  
e q u ip m e n t  f ro m  o t h e r  c o n t r a c t o r  c l i e n t s  o f  t h e  s u r e t y .  Tn 
a d d i t i o n ,  a s u r e t y  som e t im es  p r o v id e s  o r  a r r a n g e s  f o r  f i ­
n a n c i a l  a s s i s t a n c e  t o  a c o n t r a c t o r  i n  t r o u b l e .
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p r o v i d e  in - h o u s e  t e c h n i c a l  a s s i s t a n c e  t o  a  c o n t r a c t o r .  K o w -  • 
e v e r ,  t h e  a g e n c ie s  c u r r e n t l y  h a v e  no l e g a l  m eans , a d m i n i s t r a ­
t i v e  m a c h in e r y ,  o r  r e s o u r c e s  t o  p r o v i d e  f i n a n c i a l  a i 'd  t o  c o n - '  
t r a c t o r s  i n  t r o u b l e .

A s  shown i n  t h e  f o l l o w i n g  e x a m p le s ,  t h e  s u r e t y  c o m p a n ie s  
c a n  and  do  p r o v i d e  f i n a n c i a l  a s s i s t a n c e  t o  c o n t r a c t o r s .

E x a m p le  1

A c o n t r a c t o r  i n v o l v e d  i n  a  F e d e r a l  dam p r o j e c t  f o r  t h e  
C o r p s  o f  E n g in e e r s ,  D e p a r tm e n t  o f  t h e  A rm y , e x p e r i e n c e d  
a  s e r i o u s  c a s h  s h o r t a g e  t h a t  t h r e a t e n e d  i t s  a b i l i t y  t o  
c o n t i n u e  o p e r a t i o n s .  The  s u r e t y  e l e c t e d  t o  s u p p o r t  t h e  
c o n t r a c t o r  and  s e c u r e d  a $1 m i l l i o n  l i n e  o f  c r e d i t  f o r  
t h e  c o n t r a c t o r  a t  a  c o m m e r c ia l  b a n k .  -The  s u r e t y  g u a r -  . 
a n t e e d  a d v a n c e s  ’u n d e r  t h e  l i n e  o f  c r e d i t .  A s  a r e s u l t  
o f  t h e  s u r e t y ' s  a i d ,  t h e  c o n t r a c t o r  a v o id e d  d e f a u l t  a n d  

■ c o m p le t e d  t h e  p r o j e c t .  1 ■ :

E x a m p le  2

T h e  c o n t r a c t o r  e x h a u s t e d  i t s  c a p i t a l  a t  t h e  t im e  i t  w as  
i n v o l v e d  w i t h  n in e  b on ded  p r o j e c t s . ,  i n c l u d i n g  e i g h t  
F e d e r a l  j o b s .  The  s u r e t y  p r o v i d e d  t h e  c o n t r a c t o r  w i t h  
eno u gh  c a p i t a l  t o  p a y  c o n s t r u c t i o n  c o s t s  and  t o  s a t i s f y  
o u t s t a n d i n g  b o n d e d  j o b  o b l i g a t i o n s .  S u r e t y  p a y m e n ts  on  
t h e  F e d e r a l  j o b s  t o t a l e d  $ 1 3 8 ,5 0 0 ,  p l u s  l e g a l  and  o t h e r ' '  
e x p e n s e s  o f  o v e r  $ 5 , 0 0 0 .  The  s u r e t y  e v e n t u a l l y  w a s  r e ­
im b u r s e d .

I t  was e v i d e n t  f r o m  o u r  s t u d y  t h a t  t h e  d e c i s i o n  t o  p r o ­
v i d e  f i n a n c i a l  a i d  t o  c o n t r a c t o r s  was g e n e r a l l y  b a s e d  s t r i c t l y  
o n  s u r e t i e s '  c o n c e r n  f o r  m in im i z i n g  p o t e n t i a l  l o s s e s .  I f  t h e  
s u r e t y  d e t e r m in e d  t h a t  im m e d ia te  f i n a n c i a l  a i d  w o u ld  b e  l e s s '  
c o s t l y  t h a n  t h e  l o s s  f r o m  d e f a u l t ,  t h e  a i d  was p r o v i d e d .  
H o w e v e r ,  i f  t h e  s u r e t y  f e l t  t h a t  i t  w o u ld  b e  ' p o t e n t i a l l y  l e s s  
c o s t l y  t o  t a k e ’ o v e r  t h e  c o n t r a c t ,  the . c o n t r a c t o r  w as  a l l o w e d
t o  d e f a u l t .  • ‘

• • • \ . .
• t

DEFAULTS  ON FEDERAL CONSTRUCTION' ' t

F rom  th e  n in e  F e d e r a l  a g e n c ie s  r e v ie w e d ,  we t r i e d  t o  
o b t a i n  d e t a i l e d  d a t a  on t h e  d e f a u l t  h i s t o r y  f o r  a 1 0 - y e a r
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p e r i o d  and  t h e  r e l a t i o n s h i p  o f  d e f a u l t s  t o  t o t a l  construction 
a c t i v i t i e s .  O n ly  one o f  t h e  n in e  a g e n c ie s  w a s  . a b le  t o  p r o ­
v i d e  c o m p le te  i n f o r m a t i o n .

An a n a l y s i s  o f  t h e  l i m i t e d  in f o r m a t io n  a v a i l a b l e  i n -  
i c a t e s  t h a t  (1) m o s t  a g e n c ie s  e x p e r ie n c e d  v e r y  few  d e f a u l t s  

and  (2) t h e  v a lu e  o f  t h e  d e f a u l t e d  c o n t r a c t s  r e p r e s e n t e d  a 
v e r y  s m a l l  p o r t i o n  o f  t h e  t o t a l  v a lu e  o f  a l l  c o n s t r u c t i o n  
c o n t r a c t s .  F o r  e x am p le ,  f o r  t h e  p e r i o d  1 9 6 3 -7 2 ,  AEC , NASA, 
and  HEW w e re  a b le  t o  i d e n t i f y  o n l y  f i v e ,  tw o ,  and  s ix :  d e -

• f a u l t s ,  r e s p e c t i v e l y .

The  C o r p s  o f  E n g in e e r s  was t h e  o n l y  a g e n c y  a b l e  t o  p r o ­
v i d e  c o m p le t e  d a t a  c o m p a r in g  d e f a u l t s  t o  t o t a l  c o n s t r u c t i o n  
a c t i v i t i e s .  F o r  t h e  1 0 - y e a r  p e r i o d ,  t h e  C o r p s  h a d  73 d e ­
f a u l t e d  c o n t r a c t s  h a v in g  a t o t a l  c o n t r a c t  a w a rd  v a lu e  o f  
a b o u t  $30 m i l l i o n .  D u r in g  t h e  p e r i o d ,  t h e  C o r p s  aw a rded

• a b o u t '2 0 ,0 0 0  c o n t r a c t s  v a lu e d  a t  a b o u t  $ 1 1 .7  b i l l i o n .  T h e  ' 
n um be r o f  d e f a u l t e d  c o n t r a c t s  r e p r e s e n t e d  l e s s  t h a n  o n e -  
h a l f  o f  1 p e r c e n t  o f  t o t a l  c o n t r a c t  a w a rd s .  On t h e  b a s i s -  
o f  t h e  t o t a l  v a lu e  o f  a l l  c o n t r a c t  aw a rd s ,  t h e  v a l u e  o f  t h e  
d e f a u l t e d  c o n t r a c t s  was a l s o  l e s s  t h a n  o n e - h a l f  o f  1 p e r c e n t -

G e n e r a l l y ,  t h e  c o s t  o f  p e r fo rm a n c e  and p aym en t  b o n d s  
r e p r e s e n t s  a b o u t  o n e - h a l f  o f  1 p e r c e n t  t o  t h r e e - q u a r t e r s  o f  
1 p e r c e n t  o f  t h e  t o t a l  c o n t r a c t  p r i c e .  A c c o r d i n g l y ,  i t  a p ­
p e a r s  t h a t  s u r e t i e s 1 l o s s e s  on  t h e  C o r p s '  d e f a u l t e d  c o n ­
t r a c t s  w e re  c o n s i d e r a b l y  l e s s  t h a n  th e  bond  p rem ium s  e a r n e d  
f r o m  su ch  c o n t r a c t s .  S u r e t y  f i g u r e s  show t h a t ,  f o r  a l l  
F e d e r a l  c o n t r a c t s ,  t h e  d i r e c t  l o s s e s  i n c u r r e d  a v e r a g e d  51  
p e r c e n t  f o r  t h e  p e r i o d  1 9 5 9 -7 0 — t o t a l  p rem ium s o f  a b o u t '
$ 241  m i l l i o n  v e r s u s  d i r e c t  l o s s e s  o f  a b o u t  $123  m i l l i o n .

I n  c o m p a r in g  t h e s e  f i g u r e s  t o  t h e  t o t a l  p re m iu m s  p a i d  
on d i r e c t  F e d e r a l  c o n s t r u c t i o n  (a b o u t  $24 m i l l i o n  a n n u a l l y ) , 
i t  a p p e a r s ; t h a t  t h e  G ove rnm en t  c o u ld  s e l f - i n s u r e  a g a i n s t  
l o s s e s ' f r o m  d e f a u l t s  i f  F e d e r a l  c o n s t r u c t i o n  a g e n c i e s  c o u l d  
k e e p  l o s s e s  f r o m  d e f a u l t s ,  i n c l u d i n g  t h e  a d m i n i s t r a t i v e  c o s t  
o f  h a n d l i n g  d e f a u l t s ,  b e lo w  $24  m i l l i o n  a n n u a l l y .  The  
a g e n c ie s  c o u ld  n o t  d e t e rm in e  w h a t  t h e i r  a d m i n i s t r a t i v e  c o s t s  
w o u ld  b e  i f  t h e y  h ad  t o  assume t h e  r e s p o n s i b i l i t y  f o r  h a n d ­
l i n g  d e f a u l t s .  _ .• .



X .  The c o s t s  r e l a t e d  t o  t h e  o t h e r  s e r v i c e s  p r o v i d e d  
h y  s u r e t i e s ,  p a r t i c u l a r l y  p a y in g  c l a i m s  a n d  p r o -  
v i d i n g  f i n a n c i a l  a i d  t o  c o n t r a c t o r s -  '

^r

f

I

■Jt-

2 .  W ha t t h e  d e f a u l t  r a t i o  w o u ld ’ b e  i f  s u r e t y  b o n d s  
w e re  e l im i n a t e d .  • -  ; • •• *

I f  b o n d s  w e re  e l im i n a t e d ,  _ t r ... e tw o  i s s u e s  w o u ld  b e ­
come p a r t i c u l a r l y  im p o r t a n t .  Ui„ . ^ s  some s u b s t i t u t e  m e th od  
w as  d e v i s e d  t o  h a n d l e  c l a i m s  and  p r o v i d e  c o n t r a c t o r s  w i t h  
f i n a n c i a l  a i d ,  d e f a u l t s  w o u ld  i n c r e a s e .

O t h e r  f a c t o r s  a f f e c t  t h e  r a t i o  o f  l o s s e s  t o  p re m iu m s  
e a r n e d .  When a  d e f a u l t  o c c u r s ,  s u r e t i e s  t r y  t o  m i n im i s e  
t h e i r  l o s s e s  t h r o u g h  v a r i o u s  l e g a l  s a n c t i o n s  a g a i n s t  t h e  

! ’ d e f a u l t i n g  c o n t r a c t o r ,  s u c h  a s  a t t a c h m e n t  'and s u b s e q u e n t
l i q u i d a t i o n  o f  t h e  c o n t r a c t o r ' s  e q u ip m e n t  and  p e r s o n a l  
a s s e t s .  I f  t h e  G o v e rn m e n t  becam e a s e l f - i n s u r e r ,  i t  w o u ld  
h a v e  t o  t a k e  s i m i l a r  a c t i o n s  o r  f a c e  t h e  p r o s p e c t  o f  h i g h e r  
l o s s  r a t i o s .  ' 1‘ '

M o s t  a g e n c ie s  e x p r e s s e d  s a t i s f a c t i o n  .o . th  s u r e t i e s '  e f -  
1 f o r t s  on  d e f a u l t e d  c o n t r a c t s .  O u r  r e v i e w  o f  d e f a u l t e d  c o n -

t r a c t s  a t  b o t h  t h e  F e d e r a l  a g e n c ie s  and  t h e  s u r e t y  c o m p a n ie s  
g e n e r a l l y  s u p p o r t e d  t h e  a g e n c i e s '  o b s e r v a t i o n s . ’ - S u r e t i e s  
w e r e  u s u a l l y  p ro m p t  i n  a t t e m p t i n g  t o  r e a c h  a g r e e m e n t s  w i t h  
t h e  a g e n c ie s  r e g a r d i n g  a r r a n g e m e n t s  f o r  c o m p l e t i n g  t h e  p r o ­
j e c t s .  G e n e r a l l y  t h e  s u r e t i e s  (1) c o o p e r a t e d  w i t h  t h e  
a g e n c i e s  i n  c o m p le t i n g  t h e  p r o j e c t s  and  (2) h o n o r e d  t h e  
a g e n c i e s ' c l a im s  f o r  r e im b u r s e m e n t  o f  a d d i t i o n a l  c o n t r a c t  
c o s t s  i n c u r r e d  i n  c o m p le t in g  t h e  p r o j e c t s .  A s  d i s c u s s e d  i n  
c h a p t e r  5 ,  we b e l i e v e  t h e  a g e n c i e s ,  b e s i d e s  b e i n g  r e im b u r s e d  
f o r  i n c r e a s e d  c o n t r a c t  c o s t s ,  s h o u ld  a l s o  b e  r e im b u r s e d  f o r  
t h e  a d m i n i s t r a t i v e  c o s t s  i n c u r r e d  i n  h a n d l i n g  d e f a u l t s .

CONCLUSIONS

B e c a u s e  o f  t h e  u n a v a i l a b i l i t y  o f  c o s t  - d a ta  a n d  . t h e  G o v ­
e r n m e n t ' s  i n e x p e r i e n c e  i n  p r o v i d i n g  c e r t a i n  s u r e t y - t y p e  
s e r v i c e s ,  we c o u ld  n o t  q u a n t i t a t i v e l y  d e t e r m in e :



1 .  The v a lu e  o f  t h e  s e r v i c e s  p r o v id e d  b y  s u r e t i e s
p a r t i c u l a r l y  t h e  v a lu e  o f  h a n d l i n g  c l a i m s  o f  s i
c o n t r a c t o r s ,  s u p p l i e r s ,  and l a b o r e r s  a n d  p r o ­
v i d i n g  f i n a n c i a l . a i d  t o  c o n t r a c t o r s  i n  t r o u b l e .

2 .  Y foe the r i t  w o u ld  be e c o n o m ic a l l y  f e a s i b l e  f o r
F e d e r a l  c o n s t r u c t i o n  a g e n c ie s  t o  assum e t h e s e  
s e r v i c e s  and h a v e  t h e  G ove rnm en t becom e a  s e l f -  
i n s u r e r .

• T h e r e f o r e  we do  n o t  recommend e l i m i n a t i n g  t h e  c u r r e n  
b o n d in g 's y s t e m .  F a c t o r s  a r g u in g  a g a i n s t  t h e  G o v e rn m e n t 's  
b e co m in g  a s e l f - i n s u r e r  a r e  i t s  l a c k  o f  l e g a l  m ean s ,  admi: 
i s t r a t i v e  m a c h in e r y ,  and  in - h o u s e  e x p e r t i s e  f o r  h a n d l i n g  
c l a im s  and p r o v i d i n g  f i n a n c i a l  a i d  t o  c o n t r a c t o r s .

AGENCY COMMENTS AND OUR EVALUATION

The F e d e r a l  c o n s t r u c t i o n  a g e n c ie s  s u p p o r t e d  o u r  c o n ­
c l u s i o n  t h a t  t h e r e  was no  b a s i s  f o r  re com m end ing  e l i m i n a ­
t i o n  o f  t h e  c u n  t̂ b o n d in g  s y s te m .  F o r  e x a m p le ,  t h e  D e ­
p a r tm e n t  o f  D e fe n se  (DOD) s t a t e d  t h a t  i t  s t r o n g l y  s u p p o r t e  
o u r  " c o n c l u s io n  t h a t  t h e  p r e s e n t  b a s i c  s y s t e m  o f  p e r f o rm a n  
and  paym en t bonds, i n  c o n s t r u c t i o n  s h o u ld  be  r e t a i n e d . ' . '

The O f f i c e  o f  Management and  B u d g e t  e x p r e s s e d  t h e  
o p i n i o n  t h a t  we m ig h t  r e v ie w  t h e  i s s u e s  i n  g r e a t e r  d e t a i l .  
On t h e  b a s i s  o f  f a c t o r s  c i t e d  i n . t h i s  c h a p t e r ,  h o w e v e r ,  we 
do  n o t  b e l i e v e  t h a t  a d d i t i o n a l  r e v ie w  e f f o r t  w o u ld  p r o d u c e  
enough  m e a n in g fu l  d a t a  t o  make a d e f i n i t i v e  d e c i s i o n  on  t h i  
G o v e rn m e n t 's  b ecom ing  a s e l f - i n s u r e r .



C H A P T E R  6

SPA BOND GUARANTEE PROGRAM

As  p a r t  o f  o u r  s t u d y ,  we exam ined  S E A ' s  bond g u a r a n t e e  
p ro g r a m .  The p ro e r r ? n 'g  o b j e c t i v e s  a r e  t o  (1 )  p r o v i d e
b o n d s  f o r  s m a l l  and m in o r i t y  c o n t r a c t o r s  who c a n n o t  o b t a i n  
b o n d s  i n  th e  ooen m a rk e t  and (2 )  i n c r e a s e  t h e  v i a b i l i t y  o f  
t h e s e  c o n t r a c t o r s  so  t h e y  can  make th e  t r a n s i t i o n  ( " g r a d u ­
a t e 11) t o  th e  r e g u l a r  b o n d in g  s y s t e m . We b e l i e v e  t h a t  t h e 
p ro g ra m  w ou ld  be more e f f e c t i v e  i f  SBA d e v e lo p e d  f o r m a l  
c r i t e r i a  f o r  g r a d u a t in g  p a r t i c i p a t i n g  c o n t r a c t o r s  and e s t a b —

. l i s h e d  a m o n i t o r i n g  s y s te m  to  i n s u r e  t h a t  s u r e t i e s  a r e  com­
p l y i n g  w i t h  su ch  c r i t e r i a .

P R O G R A M  O P E R A T I O N

The  b on d  g u a r a n t e e  p ro g ra m ,  e s t a b l i s h e d  p u r s u a n t  t o  . 
P u b l i c  Law  91—609 (15 U . S . C .  6 9 4 a -b )  , a l l o w s  SBA  t o  g u a r a n t e e ,  
f o r  a  f e e ,  a n y  s u r e t y  com pany a g a i n s t  u p  t o  90 p e r c e n t  o f  
i t s  l o s s e s  r e s u l t i n g  f r o m  a s m a l l  c o n t r a c t o r ' s  b re a ch ,  o f  t h e  
t e r m s  o f  a  b i d ,  p e r f o r m a n c e ,  o r  p a ym en t  b o n d .  To q u a l i f y ,  a  
c o n t r a c t o r  m us t  b e  a s m a l l  b u s i n e s s  \ : i t h  a n n u a l  s a l e s  u n d e r  
$ 7 5 0 ,0 0 0  and  b e  a b l e  t o  show th a n  a s u r e t y  b o n d  i s  r e q u i r e d  
a n d  c o u l d  n o t  b e  o b t a i n e d  on  r e a s o n a b le  t e r m s  a n d  c o n d i t i o n s  
w i t h o u t  an  SBA g u a r a n t e e .  The  g u a r a n t e e  i s  l i m i t e d  t o  s u r e t y  
b o n d s  on  c o n t r a c t s  u p  t o  $ 5 0 0 ,0 0 0 .

SBA s t a t e d  t h a t ,  a s  o f  May 2 0 ,  1974 , i t  h a d  g u a r a n t e e d  
b o n d s  on  1 5 ,0 9 3  c o n t r a c t s  h a v in g  a  t o t a l  v a l u e  o f  a b o u t  $1  
b i l l i o n .  A s  o f  t h a t  d a t e ,  99 s u r e t i e s  w e re  p a r t i c i p a t i n g  i n  
t h e  p r o g r a m .

T o  o b t a i n  a b o n d ,  a c o n t r a c t o r  a p o l i e s  t o  a  b on d  b r o k e r  
o f  i t s  c h o i c e .  The  c o n t r a c t o r  f u r n i s h e d  t h e  b r o k e r  w i t h  t h e  
n e c e s s a r y  f i n a n c i a l  d a t a ,  w o r k  h i s t o r y ,  and  o t h e r  i n f o r m a t i o n .  
I f  t h e  b r o k e r  d e c i d e s  t h a t  t h e  c o n t r a c t o r  may b e  b o n d a b l e ,  
h e  r e f e r s  t h e  a p p l i c a t i o n  t o  s u r e t y  c o m p a n ie s  h e  r e p r e s e n t s  
u n t i l  h e  f i n d s  a  s u r e t y - w i l l i n g  t o  b ond  t h e  c o n t r a c t o r .

A  s u r e t y  com pany  w h ic h  i s  i n t e r e s t e d  i n  t h e  c o n t r a c t o r ' s  
a p p l i c a t i o n  d e c id e s  w h e th e r  t o  (1) b ond  t h e  c o n t r a c t o r  w i t h ­
o u t  a n  SBA g u a r a n t e e ,  (2) b on d  w i t h  an SBA g u a r a n t e e ,  o r  
(3) n o t  b o n d  u n d e r  a n y  c i r c u m s t a n c e s .  I f  t h e  s u r e t y  d e t e r ­

m in e s  an SBA g u a r a n t e e  i s  n e c e s s a r y ,  i t  s e n d s  a  l e t t e r  w i t h  
s u p p o r t i n g  d a t a  t o  t h e  a p p r o p r i a t e  SBA r e g i o n a l  o f f i c e
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r e v ie w  and , i f  i t  i s  f a v o r a b le ,  c o m p le t e s  t h e  g u a r a n t e e
ag re em en t  and r e t u r n s  i t  t o  t h e  s u r e t y  com pany .

• •

. . When th e  bond  i s  i s s u e d ,  t h e  c o n t r a c t o r  p a y s  SBA tw o -  
t e n t h s  o f  1 p e r c e n t  ($2 p e r  $ 1 ,0 0 0 )  o f  t h e  c o n t r a c t ' s  f a c e  
v a l u e .  I n  t h e  c a s e  o f  p a r t i a l  b o n d s  ( l e s s  t h a n  1 0 0 - p e r c e n t  
b o n d s ) , t h e  c o n t r a c t o r  p a y s  SBA e i t h e r  t w o - t e n t h s  o f  1 p e r ­
c e n t  o f  t h e  c o n t r a c t ' s  f a c e  v a lu e  o r  20 p e r c e n t  o f  t h e  
t o t a l  p rem ium  c h a rg e d  b y  t h e  s u r e t y ,  w h ic h e v e r  i s  l e s s .  The  
c o n t r a c t o r  m us t  a l s o  p a y  t h e  s u r e t y  t h e  t o t a l  b on d  p rem ium ,
10 p e r c e n t  o f .w h i c h  t h e  s u r e t y  p a y s  t o  SBA a s  i t s  f e e  f o r  t h e  
g u a r a n t e e .  .

C la im s  and  d e f a u l t s  •

SBA o f f i c i a l s  s t a t e d  t h a t  l o s s e s  r e s u l t i n g  f r o m  d e ­
f a u l t e d  c o n t r a c t s  w e re  1 .2 4  p e r c e n t  o f  t o t a l  c o m p le t e d  c o n ­
t r a c t s  b a ch e d  b y  g u a r a n t e e s .

. I n i t i a l l y ,  r e s e r v e s  to  c o v e r  p o t e n t i a l  c l a im s  r e s u l t i n g  
from  payment d e f a u l t s  were abou t  $ 4 0 0 ,0 0 0 ,  o r  1 p e r c e n t  o f  
th e  $40 m i l l i o n  i n  bonds o u t s t a n d in g .  SBA s u b s e q u e n t ly  
r a i s e d  r e s e r v e s  to  abou t 2 p e r c e n t  b e cau se  o f  an i n c r e a s e  i n  
t h e  number o f  c l a im s .

i*
D e f a u l t s  and c l a im s  a g a in s t  SBA b o n d -g u a r a n t e e d  c o n t r a c ­

t o r s  a r e  h a n d le d  b y  t h e  s u r e t i e s .  SBA g i v e s  e a ch  s u r e t y  
w r i t t e n  a u t h o r i z a t i o n  t o  d e a l  w i t h  su ch  p ro b le m s  i n  a m an n e r  
w h ic h  i s  r o u t i n e  f o r  t h e  company and c o n d u c iv e  t o  m i t i g a t i n g  
l o s s e s  and i n s u r i n g  s a t i s f a c t o r y  c o m p le t io n  o f  t h e  c o n t r a c t .

Sharing ratios and premiums

'The SBA p rogram  i s  o f t e n  r e f e r r e d  to  as  th e  " 9 0 -1 0  p r o - ” 
gram" b ecau se  o f  the  method used to  d i s t r i b u t e  r i s k  e x p o s u re  

. t o  p rem iums e a rn e d .  SBA g u a ra n t e e s  90 p e r c e n t  o f  th e  r i s k
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s u r e t i e s  p a r t i c i p a t i n g  i n  t h e  p ro g ra m  i n c u r  o n l y  a  1 0 - p e r c e n t  
r i s k  f o r  90 p e r c e n t  o f  t h e  b on d  p rem ium s  c o l l e c t e d -

The  a u t h o r i z i n g  l e g i s l a t i o n  s t a t e d  t h a t  S 3 A  c o u l d  g u a r a r -  
t e e  u p  t o  90 p e r c e n t  o f  t h e  p e n a l  am ount o f  t h e  b o n d  i n  r e ­
t u r n  f o r  a r e a s o n a b le  p o r t i o n  o f  t h e  p e rm ium s  c o l l e c t e d  f r o m  
t h e  c o n t r a c t o r s .  The  d i s p a r i t y  i n  t h e  r e l a t i o n s h i p  o f  r i s k  
t o  p re m iu m s  r e s u l t e d  f r o m  t h e  u n c o m p ro m is in g  p o s i t i o n  t a k e n  
b y  t h e  s u r e t y  i n d u s t r y  d u r i n g  n e g o t i a t i o n s .  A c c o r d i n g  t o  SBA  
o f f i c i a l s ,  t h e  s u r e t y  i n d u s t r y  d i c t a t e d  t h e  t e r m s  u n d e r  
w h i c h  i t  w o u ld  p a r t i c i p a t e  i n  t h e  p r o g ra m .  One c o n d i t i o n  
t h e  i n d u s t r y  i n s i s t e d  on  was t h a t  SBA h a d  t o  a g r e e  t o  a c c e p t  
90 p e r c e n t  o f  a n y  l o s s  f o r  no  more t h a n  10 p e r c e n t  o f  t h e  
p re m iu m s  c o l l e c t e d .  SBA a g r e e d ,  and  t h e  i n d u s t r y  i n d i c a t e d  
a  w i l l i n g n e s s  t o  r e a s s e s s  t h e  a d e q u a c y  o f  S B A ’ s  1 0 - p e r c e n t  . ■ 
s h a r e  a f t e r  2 y e a r s  o f  e x p e r i e n c e .

•

I n  F e b r u a r y  1 9 7 4 ,  SBA m e t  w i t h  s u r e t y  r e p r e s e n t a t i v e s  
t o  r e a s s e s s  . th e  " 9 0 - 1 0 "  r a t i o .  No ch an g e  r e s u l t e d  f r o m  t h e .  
m e e t in g .  •

S B A ' s  a p p a r e n t  l a c k  o f  f o r c e f u l n e s s  i n  d e a l i n g  w i t h  t h e  
i n d u s t r y  w a s • e x p l a i n e d  a s  b e i n g  t h e  r e s u l t  o f  t h e  i n d u s t r y ' s  
t a k e  i t  o r  l e a v e  i t  p r o p o s i t i o n  £ ' j r  SBA . SBA o f f i c i a l s  made 
t h e  f o l l o w i n g  o b s e r v a t i o n s .

— I f  SBA  h a d  n o t  b e e n  w i l l i n g  t o  a c c e p t  90  p e r c e n t  o f  . 
t h e  r i s k ,  t h e  i n d u s t r y  w o u ld  n o t  h a v e  b e e n  w i l l i n g  t o  

• p a r t i c i p a t e  i n  t h e  p r o g r a m .

— The  s u r e t y ' s  p rem ium  on  t h e  a v e r a g e  g u a r a n t e e d  b o n d  
i s  n o t  l a r g e  and  h a s  t o  b e  s h a r e d  w i t h  SBA  and  t h e  
b r o k e r .

•• •*
— The  1 0 - p e r c e n t  r i s k  t h e  s u r e t y  f a c e s  m akes  i t  m o re

r e s p o n s i b l e  t h a n  i t  w o u ld  b e  i f  i t  b o r e  no  r i s k
w h a t s o e v e r .✓

S u r e t i e s  a r e  a l l o w e d  t o  c h a r g e  h i g h e r  p re m iu m  r a t e s  
f o r  g u a r a n t e e d  b o n d s .  N o r m a l l y ,  b o n d s  c o s t  c o n t r a c t o r s  
$10 p e r  $ 1 , 0 0 0  f o r  c o n t r a c t s  u p  t o  $ 1 0 0 ,0 0 0 .  H o w e v e r ,  f o r  
b o n d s  i s s u e d  u n d e r  t h e  SBA p ro g ra m ,  . s u r e t i e s  w e r e  a l l o w e d  t o  
c h a r g e  a r a t e  u p  t o  $20 p e r  $ 1 , 0 0 0 .  I n  M a rc h  1 9 7 3 ,  t h e  r a t e
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The need f o r  in c r e a s e d  SBA g u id a n c e  and p rog ram  m anage­
ment i s  a p p a r e n t .  S p e c i f i c a l l y ,  SBA s h o u ld  p r o v id e  f o r m a l  
g u i d e l i n e s  and im p roved  p ro c e d u re s  f o r  g r a d u a t in g  g u a r a n t e e d  
c o n t r a c t o r s .

A c c o r d in g  t o  SBA, th e  p rog ram  i s  t o o  new t o  have  an 
a d e q u a te  b a s i s  f o r  g r a d u a t io n  p r o c e d u r e s , ’ and th e  p ro g ra m  
o p e r a t e s  u nd e r  th e  a s su m p t io n  t h a t  a " s u r e t y  w i l l  make e v e r y  
e f f o r t  to  gradua.be a c o n t r a c t o r . "

B e cau se  SBA does  n o t  have f o r m a l  g r a d u a t io n  p r o c e d u r e s  
o r  a m o n i t o r in g  sy s tem , i t  does no t  know ( V; t h e  number o f
g rsdnahpd  r n n h r a n h n r s  n r  (?)  t h e  number o f  c o n t r a c t o r s  1 1
i n th e  p rog ram  t h a t  s h o u ld  have been g r a d u a t e d .  T h e r e f o r e . * 
S BA has no t  heen a b le  to  d e te rm in e  th e  e x t e n t  t o  w h ic h  t>’e 
p rog ram  was a c c o m p l i s h in g  i t s  o b j e c t i v e .

CONCLUSIONS

I t  i s  a p p a re n t  to  us t h a t ,  u n le s s  SBA d e v e lo p s  a d e q u a te  
p r o c e d u r e s  f o r  g r a d u a t in g  c o n t r a c t o r s ,  i t s  a b i l i t y  to  i n s u r e  
• tha t  th e  p rog ram  i s  a c c o m p l i s h in g  i t s  o b j e c t i v e s  w i l l  be im ­
p a i r e d .  A c c o r d i n g l y ,  we b e l i e v e  SBA s h o u ld  d e v e lo p  f o r m a l  
c r i t e r i a  f o r  g r a d u a t in g  p a r t i c i p a t i n g  c o n t r a c t o r s  i n t o  th e  • 
r e g u l a r  b o n d in g  sy s tem  and e s t a b l i s h  a m o n i t o r i n g  s y s te m  t o  
i n t f - c  t h a t  s u r e t i e s  a re  c o m p ly in g  w i t h  su ch  c r i t e r i a .

RECOMMENDATION

We recommend ;h a t  the  A d m in i s t r a t o r  o f  SBA d i r e c t  t h a t  
f o r m a l  c r i t e r i a  be d e v e lo p e d  f o r  g r a d u a t in g  p a r t i c i p a t i n g  , • 
c o n t r a c t o r s  i n t o  th e  r e g u la r  bond ing  s y s tem  and a  m o n i t o r i n g  
s y s tem  be e s t a b l i s h e d  to  i n s u r e  t h a t  s u r e t i e s  a r e  c o m p ly in g  
w i t h : s u c h  c r i t e r i a .

• AGENCY COMMENTS AND OUR EVALUATION

The A d m i n i s t r a t o r , .SBA, d i s a g r e e d  w i t h  o u r  f i n d i n g s ,
• c o n c l u s i o n s , ’ and recom m enda t ion  r e g a r d in g  th e  bond g u a r a n t e e  

p rog ram . •W i t h ’ r e s p e c t  to  ou r re com m en d a t io n ,  he s t a t e d  t h a t  
SBA ha3 e s t a b l i s h e d  c r i t e r i a  by w h ich  i t s  f i e l d  o f f i c e s  w i l l  
q u e s t io n  the  s u r e t i e s  on why a p a r t i c u l a r  c o n t r a c t o r  i s  r e ­
m a in in g  in  the  p rog ram  and no t  b e in g  g r a d u a t e d .  SBA t h i n k s ,  
h ow eve r ,  t h a t  th e  f o r c e s  a t  work i n  th e  m a r k e t p la c e  w i l l
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A f t e r  r e c e i v i n g '  i t s  com m ents, we a s ked  SBA t o  p r o v i d e  
us w i t h  a cop y  o f  th e  e s t a b l i s h e d  c r i t e r i a .  SBA o f f i c i a l s  
s t a t e d  t h a t  t h e r e  was no w r i t t e n  c r i t e r i a ,  j u s t  an u n d e r ­
s t a n d in g  among S B A ' s ' f i e l d  o f f i c e s  to  r e v ie w  a c o n t r a c t o r ' s  
f i l e  when a s u r e t y  a p p l i e s  f o r  a g u a r a n t e e .

The o f f i c i a l s  a c k n o w le d g e d  t h a t  SBA has  no s y s t e m a t i c  
m e thod  f o r  d e t e r m in in g  w h e th e r  a c o n t r a c t o r  h a s ,  i n  f a c t ,  
g r a d u a t e d .  I t  s h o u ld  be r e c o g n i z e d fV t h a t  " m a r k e t p l a c e  c o n d i ­
t i o n s "  c o u ld  p ro d u ce  r e s u l t s  o t h e r  ’t h a n  g r a d u a t i o n ,  s u c h  a s  
a c o n t r a c t o r  no l o n g e r  b e in g  i n  b u s in e s s  o r  maybe b e in g  i n ­
v o l v e d  i n  p r o j e c t s  t h a t  do n o t  r e q u i r e  b o n d s .

We s t i l l  b e l i e v e  th e  p rog ram  w o u ld  be more e f f e c t i v e  i f  
o u r  r e c o m m e n d a t io n  were im p le m e n te d .  F o l l o w i n g  a r e  com m en ts  
f ro m  t h o s e  F e d e r a l  c o n s t r u c t i o n  a g e n c i e s — GSA, T r a n s p o r t a -  . 
t i o n  (DO T), and NASA— t h a t  d i s c u s s e d  th e  SBA s e c t i o n  o f  t h e  
r e p o r t .  * ' * .

GSA— " S in c e  th e  re c o m m e n d a t io n s  d i r e c t e d  p r i m a r i l y  t o - *  
w a rd  SBA w ou ld  g e n e r a t e  c e r t a i n  b e n e f i t s  f o r  t h e  
p r o c u r i n g  a g e n c ie s  p a r t i c i p a t i n g  i n  t h e  s m a l l  
b u s in e s s  p ro g ra m s ,  we a l s o  s u p p o r t  t h o s e  re c o m ­
m e n d a t io n s . "

• * if

DOT— "We do n o t  o b j e c t  t o  th e  re c o m m e n d a t io n s  c o n c e r n ­
i n g  th e  S m a i i  B u s in e s s  A d m i n i s t r a t i o n ' s  i n v o l v e ­
ment i n  th e  S u r e t y  Bond G u a ra n t e e  P r o g r a m . "

NASA— "We b e l i e v e  t h e  GAO f i n d i n g s  t o  be a c c u r a t e  a n d  
t h e i r  re co m m e n d a t io n s  s o u n d . "

O ur r e p o r t  was a l s o  r e v ie w e d  by r e p r e s e n t a t i v e s  f r o m  
t h e  S u r e t y  A s s o c i a t i o n  o f  Ameru. th e  A m e r ic a n  I n s u r a n c e  
A s s o c i a t i o n ,  th e  R e in s u r a n c e  A s s c - n a t i o n  o f  A m e r i c a ,  t h e  Na­
t i o n a l  A s s o c i a t i o n  o f  S u r e t y  Bond P r o d u c e r s ,  and s e v e r a l  
s u ’ e t y  c o m p a n ie s .  A l l  th e  r s p r e s e n t a t i v e s  s t a t e d  t h a t  t h e  
SBA s e c t i o n  o f  th e  r e p o r t  was an a c c u r a t e  d e s c r i p t i o n  o f  t h e
SBA p ro g ra m  and how i t  i s  c u r r e n t l y  o p e r a t i n g .

*

A f t e r  c a r e f u l l y  c o n s i d e r i n g  S B A ' s  i n f o r m a t i v e  r e s p o n s e ,  
we s t i l l  b e l i e v e  o u r  r e p o r t  a c c u r a t e l y  r e f l e c t s  t h e  c u r r e n t  

’ s t a t e  o f  t h e  bond g u a ra n te e  p ro g ra m ,  a v ie w  s u p p o r t e d  b y  t h e  
F e d e r a l  c o n s t r u c t i o n  a g e n c ie s  and th e  s u r e t y  i n d u s t r y .  We 
b e l i e v e  t h a t  im p le m e n t a t io n  o f  o u r  r e c o m m e n d a t io n s  w i l l  make 
th e  p ro g ra m  more e f f e c t i v e  and i t s  g o a l s  more r e a d i l y  
a t t a i n a b l e .
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S t a t e  o f  A l a s k a

W A L T  F U R N A C E . C H A I R M A N  
R I C K  U E H L I N G ,  V I C E  C H A I R M A N  

J O H N  C O W O E R Y  .
N I I L O  E.  K O P O N E N  

H U G H  M A L O N E  
J O H N  R I N G S T A D  

R O N  W E N D T E

H o u s e L a b o r  a n d  C o m m e r c e  Co m m i t t e e

To: House L a b o r  and Commerce Com m ittee

From: W a lt  Furna-ce, Cha irm an  

Da te : Sep tem ber 26 , 1983

T h is  i n t e r im  th e  House L a b o r  and Commerce Comm ittee i s  
s p e c i f i c a l l y  l o o k in g  i n t o  th e  q u e s t io n  o f  l i c e n s e d  and 
bonded c o n t r a c t o r s .

A t  th e  p r e s e n t  t im e  t h e r e  a re  a m u l t i t u d e  o f  c o n t r a c t o r s  who 
a re  l e a d in g  th e  p u b l i c  to  b e l i e v e  t h a t  th e y  a re  bo th  
l i c e n s e d  and bonded though  n e i t h e r  i s  th e  c a s e .  S hou ld  
th e s e  c o n t r a c t o r s  p ro d u ce  i n f e r i o r  w o rk ,  the  consumer i s  
o f t e n  l e f t  w i t h  no r e c o u r s e  o t h e r  th an  to  r e p a i r  the  damage 
ou t  o f  h i s  own p o c k e t .

F u r t h e r ,  som etim es a l i c e n s e d  and bonded c o n t r a c t o r  w i l l  
p rodu ce  i n f e r i o r  work  and the  c o s t  o f  h i s  damage exceeds the 
bond p o s te d .  A g a in ,  t h i s  means t h a t  consumer o f t e n  has no 
r e c o u r s e  b u t  to  pay f o r  r e p a i r s  ou t  o f  h i s  own p o c k e t .

The i n t e n t  o f  the  h e a r in g s  i n  F a i r b a n k s ,  K e t c h ik a n  and 
Ancho rage  i s  to  seek  an answ er to  th e  f o l l o w in g  th re e  
q u e s t i o n s :

1) A re  t h e re  enough s e r i o u s  abuses o f  the  law  to
su g g e s t  t h a t  the  L e g i s l a t u r e  s h o u ld  demand 
s t r i c t e r  e n fo rc em en t  o f  the  l i c e n s i n g  and b on d in g  
s e c t o r ?

2) A re  t h e r e  enough s e r i o u s  abuses to  the  consumer by
l i c e n s e d  and bonded c o n t r a c t o r s  to  w a r r a n t  the  
e s t a b l i s h m e n t  o f  some t e s t i n g  and c r e d e n t i a l l i n g  
o f  th o se  b u s in e s s e s  who r e p r e s e n t  th e m se lv e s  to  
the  p u b l i c  as l i c e n s e d  c o n t r a c t o r s ?

3) I s  th e  amount o f  b o n d in g  s u f f i c i e n t  and, i f  n o t ,  i s
t h e r e  a n o th e r  r e a s o n a b le  manner i n  w h ich  the  
consumex can be p r o t e c t e d  f i n a n c i a l l y  from  
i n f e r i o r  work  by l i c e n s e d  c o n t r a c t o r s ?



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

W A L T  F U R N A C E , C H A I R M A N  
R I C K  U E H L I N G .  V I C E  C H A I R M A N  

J O H N  C O W D E R Y  
N I I L O  E.  K O P O N E N  

H U G H  M A L O N E  
J O H N  R I N G S T A D  

R O N  W E N D T E

P O U C H  V 
J U N E A U .  A L A S K A  0 9 8 1  ■ 

(9 0 7 )  4 6 5 * 3 8 9 2

H o u s e L a b o r  a n d  C o m m e r c e  C o m m i t t e e

To: A l l  members o f  the  House Lai

f lo rn :  R e p r e s e n t a t i v e  W a lt  Fu rna i 

D a te :  Sep tem ber 21, 1983

RE: L ic e n s e d /B o n d e d  C o n t r a c t o r s

E n c lo s e d  p le a s e  f i n d  a s e l e c t i o n  -o f m a t e r i a l s  you may f i n d  
in f o r m a t i v e  f o r  the  m e e t in g s  on September 26 and O c tob e r  3.



* : *

< -.-•'MEMORANDUM State of Alaska
TO.

FROM;

C o n n ie  S ip e
C h i e f ,  Consum er P r o t e c t i o n  
D epa r tm en t  o f  Law -A n cho rage

Deborah  Fe ldm an  
I n v e s t i g a t o r
Consumer P r o t e c t i o n - A n c h o r a g e

DATE; 

FILE NO: 

TELEPHONE NO; 

SUBJECT:

M arch  23 , 1982

C o n t r a c t o r s

I  e xam in ed  a p p r o x im a t e l y  97 consum er c o m p la in t  f i l e s  
f i l e d  i n  t h e  A n ch o ra g e  Consum er P r o t e c t i o n  O f f i c e  be tw een  
J a n u a ry  1579 and F e b ru a r y  1982 —  a l i t t l e  o v e r  3 y e a r s  w o r th  
o f  c o m p la in t s .  Th e se  c o n t r a c t o r  c o m p la in t s  do n o t  i n v o l v e  any 
consumer c o m p la in t s  a g a in s t  p lu m b e r s ,  f u r n a c e  r e p a i r  p e o p le ,  o r  
e l e c t r i c i a n s .  A l s o ,  c o m p la in t s  a g a i n s t  d e v e lo p e r s ,  a r c h i t e c t s ,  
d e s ig n e r s ,  and r e a l  e s t a t e  a g e n t s  a r e  n o t  i n c l u d e d ,  a l t h o u g h  i n  
a number o f  c a s e s  consum ers  had  home im p rovem en t o r  home 
c o n s t r u c t i o n  r e l a t e d  c o m p la in t s  a g a i n s t  th e s e  k in d s  o f  
p r o f e s s i o n a l s .  A  b reakdow n  on t h e  c a t e g o r i e s  o f  c o m p la in t s  i s  
a s  f o l l o w s :

G e n e r a l  C o n t ra c to r /H o m e  B u i l d e r 41
L a n d s c a p e / E x c a v a t in g  
Home Im provem ent I n s t a l l a t i o n s  

( g l a s s ,  f i r e p l a c e ,  t i l e ,

18

f l o o r i n g ) 9
I n s u l a t i o n / R o o f i n g 7
D r y w a l l / P a i n t i n g 6
M a s o n s / A s p h a l t in g 4
F e n c in g  I n s t a l l a t i o n 4
D r i l l i n g 4
C a r p e n t e r 2
O th e r 1

T o t a l  . 97

B e low  i s  a b reakdow n  o f  c o n t r a c t o r  c o m p la in t s  by
y e a r s :

27 
32 
29 
8

T o t a l  97

1.979
1930
1981
1982 ( Jan /F e b )

o r o o i A i n . ,  . lo/rvi



• M emo Re  C o n t r a c t o r s
‘P a g e  2

The f i g u r e s  a v a i l a v l e  f o r  1982 r e f l e c t  t h a t  8 
c o m p la in t  > have  a l r e a d y  been f i l e d  w i t h  th e  Consum er P r o t e c t i o n  
S e c t i o n .  P r o j e c t e d  o v e r  th e  c o u r s e  o f  th e  y e a r  th e  1982 t o t a l  
c o u ld  be 48 c o m p la in t s ,  a 33% in c r e a s e  o v e r  t h e  n e x t  h i g h e s t  
y e a r ,  1980. T h i s  w o u ld  seem t o  be  a c o n s e r v a t i v e  p r o j e c t i o n ,  
as  t h e r e  w i l l  be a p p r o x im a t e l y  4 ,5 0 0  h o u s in g  s t a r t s  i n  
A n ch o rag e  a lo n e  t h i s  y e a r .  W ith  t h i s  in c r e a s e d  b u i l d i n g  
a c t i v i t y  i t  i s  l i k e l y  t h a t  t h e r e  w i l l  be a s u b s t a n t i a l  i n c r e a s e  
o v e r  t h e  y e a r .  '  . . .

A b reakdow n  by  a r e a  i s  a s  f o l l o w s :

A n ch o ra g e  76
O u t l y i n g  are-es ( W i l lo w ,
W a s i l l a ,  P a lm e r)  . 8

K e n a i  a r e a  8
Bush  4
F a i r b a n k s _________________________________1

T o t a l  97
I ,

The f o l l o w i n g  i s  a l i s t  o f  d w e l l i n g  u n i t  s t a r t s  i n  
A n ch o rag e  f o r  1980 and  1581. A l s o  l i s t e d  i s  t h e  p r o j e c t e d  
number o f  s t a r t s  f o r  1982.

D w e l l i n g  U n i t  S t a r t s

1980 1 ,071
1981 2 ,601
1982 ( p r o j e c t e d )  4 ,0 0 0 -4 ,5 0 0

The f i g u r e s  a lm o s t  sp eak  f o r  t h e m s e lv e s .  The 
p r o j e c t e d  g ro w th  i n  d w e l l i n g  u n i t  s t a r t s  f o r  t h e  A n ch o rag e  a r a  
w i l l  be be tw een  35% and 43%.

The im p a c t  o f  t h i s  in c r e a s e d  a c t i v i t y  upon th e
consum er i s  o b v io u s .  More c o n t r a c t o r s  w i l l  be co m p e t in g  f o r
t h i s  new b u s in e s s  and o u r  e x p e r ie n c e  w i t h  th e  o i l  p i p e l i n e  boom 
i n d i c a t e s  t h a t  many, o f  t h e s e  new c o n t r a c t o r s  w i l l  be " t a k e  th e  
money and ru n "  t y p e s .



Comments R e g a rd in g  Th e se  C o m p la in t s :

A l t h o u g h  i t  was d i f f i c u l t  t o  do so ,  I  a t te m p te d  t o  
e v a lu a t e  t h e  le g i t a m a c y  o f  t h e  c o n s u m e r 's  c o m p la in t  by r e a d in g  
t h r o u g h  th e  e n t i r e  f i l e ,  i n c l u d i n g  t h e  b u s i n e s s ' s  r e sp o n se  t o  
t h e  c o m p la in t .  I n  a p p r o x im a t e ly  t h r e e  c a s e s  o u t  o f  th e  97 ,

' c on sum e rs  a p p e a re d  t o  have  p e rh a p s  been  u n r e a s o n a b le  i n  t h e i r  
c o m p la in t s  ( e . g . ,  dem and ing r e p a i r s  p a s t  t h e  w a r r a n t y  t im e ,  
dem and ing  ch a n g e s  i n  th e  c o n t r a c t  a f t e r  w o rk  had commenced).
I n  one a d d i t i o n a l  c a s e ,  t h e  b u s in e s s  c la im e d  t h a t  i t  s o ld  th e  
house  a s  a p r i v a t e  p a r t y  and t h a t  o u r  o f f i c e  had no 
j u r i s d i c t i o n  o v e r  th e  r e p a i r  c o m p la in t .

I n  a p p r o x im a t e ly  90% o f  t h e  r e m a in in g  c a s e s ,  th e  
b u s in e s s  e i t h e r  (a) d id  n o t  r e s p o n d  t o  th e  consum er c o m p la in t ;  
(b) had d is a p p e a r e d  o r  “ffbsconded  w i t h  money; (c) gave  a p a r t i a l  
c o r r e c t i o n  o r  a d ju s tm e n t  t o  t h e  con sum er;  o r  (d) d i s p u t e d  th e  
c o n s u m e r 's  v e r s i o n  o f  t h e  f a c t s .  I n  t h e s e  l a t t e r  c a s e s ,  o u r  
o f f i c e  u s u a l l y  ended  up r e f e r r i n g  th e  consum er t o  a p r i v a t e  
a t t o r n e y  o r  s m a l l  c l a im s  c o u r t  b e cau se  o u r  o f f i c e  does n o t  have  
th e  r e s o u r c e s  t o  a s s e s s  i n  any d e p th  e v id e n c e  p r e s e n t e d  i n  an 
i n d i v i d u a l  c o m p la in t .  F o r  e x am p le ,  b u s in e s s e s  o f t e n  d i s p u t e d  
t h a t  t h e r e  e x i s t e d  any c o r r e c t i v e  w o rk  f o r  them to  do o r  t h a t  
t h e  c o r r e c t i v e  w o rk  was so  s m a l l  i n  n a t u r e  t h a t  i t  d id  n o t  f a l l  
u n d e r  any w a r r a n t y  o r  g u a r a n t y .  . A n o th e r  p ro b le m  s t h a t  v e r b a l  
a g re em en ts  w e re  o f t e n  made be tw een  th e  c o n t r a c t o r  and th e  
con sum e r,  e v e n t u a l l y  le a d in g  t o  many c o n t r a c t  d i s p u t e s  o v e r  th e  
te rm s  o f  t h e  ag reem en t w h ic h  c o u ld  n o t  be r e a d i l y  e v a lu a t e d .

B e cau se  o f  th e  a b o v e -m e n t io n e d  f a c t o r s  p r e s e n t  i n  
t h e s e  d i s p u t e s  betw een  con sum ers  and c o n t r a c t o r s ,  o u r  
r e s o l u t i o n  r a t e  on th e s e  d i s p u t e s  i s  v e r y  low  —  ap p ro x im a te . !y  
10% . „ n s u m e r s  a c h ie v e d  a s a t i s f a c t o r y  s e t t l e m e n t  th ro u g h  ou r  
o f f ic e - , -  ’ T h i s  i s  a much lo w e r  r a t e  th a n  o u r  n o rm a l r a t e  (40%) 
o f  r e s o l u t i o n  o f  consum er c o m p la in t s  th ro u g h  m e d ia te d  
s e t t l e m e n t .

I r  a d d i t i o n  t o  w r i t t e n  c o m p la in t s ,  o u r  o f f i c e  
r e c e i v e s  a number o f  p h o n e - in  c o m p la in t s  a j a i n s t  c o n t r a c t o r s .  
Our i n f o r m a t i o n  o f f i c e r  t a k e s  t h e s e  p h o n t - in  c o m p la in t s  b u t  
a l s o  g e n e r a l l y  r e f e r s  consum ers  w i t h  c o n t r a c t i n g  c o m p la in t s  t o  
O c u p a t io n a l  L i c e n s i n g  and th e  D ep a r tm en t  o f  L a b o r .  In  many 
c a s e s ,  t h e  con sum er c a l l s  us i n  th e  hopes t h a t  th e  Consumer



P r o t e c t i o n  O f f i c e  can  in t e r v e n e  l e g a l l y  on th e  c o n su m e r 's  
b e h a l f .  O f t e n  when th e  consum er f i n d s  o u t  t h i s  i s  n o t  th e  
c a s e ,  h e / sh e  may f i l e  d i r e c t l y  i n  c o u r t  o r  go t o  O c c u p a t io n a l  
L i c e n s i n g  o r  t h e  D e p a r tm e n t  o f  L a b o r  w i t h o u t  f i l i n g  a w r i t t e n  
c o m p la in t  w i t h  Consum er P r o t e c t i o n .  I n  f a c t ,  t h e  more s e r i o u s  
o r  l e g a l l y  u r g e n t  t h e  c o n t r a c t o r  c o m p la in t ,  t h e  more- s t r o n g l y  
we u rg e  s e e in g  a p r i v a t e  a t t o r n e y  and th e n  we o f t e n  do n o t  g e t  
a w r i t t e n  consum er c o m p l in t  on th o s e  c a s e s .

.In  r e v ie w in g  o u r  phone l o g s ,  o u r  i n f o r m a t io n  o f f i c e r  
e s t im a t e s  t h a t  a t  l e a s t  55 -60  a d d i t i o n a l  c o n t r a c t o r  c o m p la in t s  
were r e c e i v e d  by  t h e  Consum er P r o t e c t i o n  O f f i c e  i n  1981 . The se  
c o m p la in t s  a r e  n o t  r e f l e c t e d  i n  t h e  p r e v i o u s l y  d i s c u s s e d  c h a r t s  
b e cau se  w r i t t e n  c o m p la in t s  w e re  n o t  f o r m a l l y  p r o c e s s e d  i n  t h e s e  
p h o n e - in  c a s e s .  T o t a l  e s t im a t e d  c o n t r a c t o r  c o m p la in t s  (n o t  
i n c l u d i n g  p lu m b e r s ,  e l a e - t r i c i a n s , e t c . )  f o r  1981 a lo n e  c o u ld  
be 8 7 -9 2 .

T h e re  i s  a h ig h  p e r c e n t a g e  o f  c o n t r a c t i n g  b u s in e s s e s  
w h ic h  s h u t  down, e n t e r  b a n k r u p t c y ,  o r  s im p ly  d i s a p p e a r  a f t e r  a 
consum er c o m p la in t  i s  f i l e d ,  m ak ing  any  k in d  o f  r e s o l u t i o n  o f  a 
c o m p la in t  p r e t t y  im p o s s i b l e .

C o m p la in t s  A b o u t  Q u a l i t y  o f  C o n t r a c t o r ' s  Work 
(1979 -1982  sam p le  f ro m  97 t o t a l  
number o f  w r i t t e n  c o m p la in t s )

M a jo r  d e l a y s  12
♦ D e v ia t io n  f ro m  O r i g i n a l  P l a n  6
♦ Extra C h a r g e / C o s t  O v e r r u n s  5
♦ D e fe c t iv e  W o rk /M a jo r /  35

S t r u c t u r a l  
♦ D e fe c t iv e  W o r k / F in i s h /

C o s m e t ic  22
♦ D e fe c t iv e  W ork/Code

V i o l a t i o n  6
♦ D e fe c t iv e  W o r k / O p e r a t io n a l  11
♦ Incom p le te  W o rk /M a jo r  . 9
♦ Incom p le te  W o r k / F in i s h /

C o s m e t ic  26
♦ Incom p le te  W o r k / O p e r a t io n a l  4
♦ Clean-Up ________________________________4

T o t a l 140



A e m o  Re C o n t r a c t o r s
P a c e  5

N o te :  C a t e g o r i e s  w h ic h  r e f l e c t  c o m p la in t s  o f  a more 
m a jo r  o r  s e r i o u s  n a t u r e  have  an (*) a s t e r i s k .  T o t a l  number o f  
s e r i o u s  c o m p la in t s  f ro m  th e s e  c a t e g o r i e s  i s  82 o r  59% o f  a l l  
140 a l l e g a t i o n s ,  (The f i g u r e  i s  c o n s e r v a t i v e  s i n c e  th e  o t h e r  
c a t e g o r i e s  a l s o  c o n t a i n  c o m p la in t s  w h ic h  a r e  more s e r i o u s  i n  
n a t u r e  b u t  a r e  n o t  c o u n te d  i n  t h e  59% f i g u r e  a s  t im e  -has n o t  
p e r m i t t e d  more d e t a i l e d  a n a l y s i s  t o  be made o f  t h e s e  c o m p la in t  
c a t e g o r i e s . )  A l s o ,  b e lo w  a re  l i s t e d  some o t h e r  s e r i o u s  
p ro b le m s  con sum ers  e n c o u n te d  w i t h  c o n t r a c t o r s  a s  f a r  a s  method 
o f  d o in g  b u s in e s s  w h ic h  a r e  n o t  a c c o u n te d  f o r  i i .  t h e  5 9% 
f i g u r e .

M i s r e o r e s e n t a t i o n s  C o n n e c te d  w i t h  C o n t r a c t o r  C o m D la in t s
(1979 -1982  f ro m  97 t o t a l  

w r i t t e n  c o m p la in t s )

M i s l e a d in g  o r  F a l s e  
A d v e r t i s i n g  

M i s r e p r e s e n t a t i o n  
Q u a l i f i c a t i o n s ,
L i c e n s i n g ,  e t c .

P ro m is e d  C o r r e c t i v e  Work 
N o t  Done 

M i s r e p r e s e n t e d  Terms o f  
A g reem en t  

M is r e p r e s e n t e d  Money W ould 
Be R e fu n ded  

N o t  p r o p e r t y  l i c e n s e d . _____

T o t a l  65

20 ( a p p r o x im a t e ly )

9

20

13

3
•?



O th e r  R e la t e d  P ro b le m s  
(1979 -1982  from  97 t o t a l  w r i t t e n  c o m p la in t s )

L i e n  T h re a te n e d
L i e n  F i l e d  ( s e p a r a t e  f rom

2

above)
V e r b a l  A buse  o r  . P h y s i c a l

2

T h r e a t  by  c o n t r a c t o r  
* C o n t r a c t o r  D is a p p e a r e d /

6

Went Out o f  B u s in e s s  
Damages I n c u r r e d  by  F a u l t y  Wo. k 

* C o n t r a c t o r  Ab sconded  w i t h  fu n d s  
W a r r a n t v / G u a r a n t v  N o t  H ono red

8
5
17
20

/
T o t a l 58

* F i g u r e s  a v a i l a b l e  f o r  1981 o n ly  -  9 c o n t r a c t o r s  u n l i c e n s e d ,  4 
unknown, 16 l i c e n s e d .

N o te :  I n  25 o f  97 c o m p la in t s  t h e  c o n t r a c t o r  e i t h e r  
a b sconded  w i t h  money, d is a p p e a r e d ,  c o u ld  n o t  be c o n t a c t e d ,  went 
o u t  o f  b u s i n e s s  o r  w en t b a n k r u p t .

1. T h e se  c h a r t s  r e p r e s e n t  an e x t r e m e ly  c o n s e r v a t i v e  
e s t im a t e  o f  t h e  k in d s  o f  c o m p la in t s  con sum e rs  have  a g a in s t  
c o n t r a c t o r s .  I n  a number o f  c a s e s  I  s u s p e c t  t h a t  many 
a d d i t i o n a l  m i s r e p r e s e n t a t i o n s  w e re  made t o  t h e  con sum er,  b u t  
t h e  consum er d i d  n o t  r e p o r t  t h e s e  m i s r e p r e s e n t a t i o n s ,  ( e .g .  
c o n c e r n in g  w a r r a n t y  t h a t  r e p a i r s  w o u ld  be done , t h a t  th e  
c o n t r a c t o r  was l i c e n s e d  and b o n d e d .)  S i m i l a r l y ,  i n  many o f  th e  

•o th e r  c a t e g o r i e s  su ch  as " w a r r a n t y , "  " c l e a n - u p , "  "dam ages ,"  th e  
consum er may n o t  have  r e p o r t e d  t h e s e  p ro b le m s  i f  h e / sh e  had a 
more p r e s s in g  c o n c e rn  su ch  a s  a m a jo r  b u i l d i n g  d e f e c t .

2 . I n  a lm o s t  e v e r y  i n s t a n c e ,  p e o p le  who f i l e d  w r i t t e n  
c o m p la in t s  a g a i n s t . c o n t r a c t o r s  w e re  n o t  " n i t - p i c k i n g " a b o u t  one 
o r  two m in o r  i t e m s  t o  be c o r r e c t e d  u n d e r  w a r r a n t y ,  f o r  e xam p le .  
The g r e a t e s t  number o f  c o m p la in t s  a g a in s t  c o n t r a c t o r s  f e l l  
u nd e r  t h e  c a t e g o r y  o f  m a jo r  d e f e c t i v e  a n d / o r  in c o m p le t e  w o rk .
In  a d d i t i o n ,  t h o s e  consum ers  who had more m in o r ,  c o s m e t ic  o r  
f i n i s h  w o rk  t o  be done p r e s e n t e d  l i s t s  o f  f o u r  o r  more i t e m s  
f o r  w h ic h  t h e y  had been w a i t i n g  a lo n g  t im e  f o r  c o r r e c t i o n  by 
th e  c o n t r a c t o r .

3. D e f i n i t i o n s  —  "M a jo r "  o r  " s t r u c t u r a l "  d e f e c t s  a r e  
t h o s e  d e f e c t s  w h ic h  a re  s u b s t a n t i a l  and may p r e v e n t  n o rm a l use 
o f  t h e  home.

Comments



'Memo Re C o n t r a c t o r s
'  ’ Page 7

" C o s m e t ic "  o r  " f i n i s h "  w o rk  d e f e c t s  i n c l u d e  d e f e c t s  
w h ic h  a r e  l e s s  s u b s t a n t i a l  and w h ic h  may n o t  keep  th e  homeowner 
f ro m  e n jo y in g  th e  n o rm a l u se  o f  t h e  home. I tem s  i n  t h i s  
c a t e g o r y  i n c l u d e  b u b b l in g  o r  w a rp in g  o f  c o u n t e r s ,  d e f e c t i v e  
p a i n t i n g  o r  s t a i n i n g ,  c r a c k e d  p l a s t e r ,  c h ip p e d  w a l l s ,  lo o s e  
n a i l s ,  and w a rped  o r  damaged f l o o r i n g .

" O p e r a t i o n a l "  d e f e c t s  i n c l u d e  d e f e c t s  i n  m e c h a n ic a l ,  
e l e c t r i c a l ,  o r  p lu m b in g  i t e m s .  M o s t  common e x a m p le -;' i n  t h i s  
c a t e g o r y  a r e  d e f e c t i v e  o r  in c o m p le t e  p lu m b in g  f i x t u i ^ a  w h ic h  
c a n n o t  be u s e d ,  d e f e c t i v e  f i r e p l a c e s  w h ic h  c a n n o t  be u s e d ,  and 
d e f e c t i v e  h e a t in g  a n d / o r  c o o l i n g  s y s tem s  w h ic h  c a n n o t  be u s e d .

"W a r r a n ty "  c a t e g o r y  i s  c o u n te d  o n l y  when th e  consum er 
a l l e g e s  a w a r r a n t y  o b l i g a t i o n  e x i s t s  t h a t  i s  n o t  met o r  where  
i t  i s  o t h e r w is e  obv ious~ -from  th e  n a t u r e  o f  t h e  c o m p la in t  t h a t  a 
w a r r a n t y  o b l i g a t i o n  has  n o t  been  m et.

" D e v ia t i o n  from  p la n s "  p r i m a r i l y  r e f e r s  t o  i n s t a n c e s  
w here  a g e n e r a l  c o n t r a c t o r  a l t e r s  c o n s t r u c t i o n  from  w hat was 
o r i g i n a l l y  a g re e d  t o  o r  f rom  w ha t was on t h e  b l u e p r i n t .

" C le a n -U p "  r e f e r s  t o  c a s e s  w here  c o n t r a c t o r s  have 
l e f t  a m a jo r  mess f o r  th e  consumer t o  p i c k  up a f t e r .

G e n e ra l  P a t t e r n s  * •

1 . The o v e rw h e lm in g  m a j o r i t y  o f  c o m p la in t s  a r e  by condom in ium  
o r  homeowners a g a i n s t  th e  g e n e r a l  c o n t r a c t o r / b u i l d e r .  M os t  
c o m p la in t s  a r e  f rom  th e  A n cho rage  a r e a  ( i n c l u d i n g  E a g le  R i v e r ) .

2 . The g r e a t e s t  number o f  c o m p la in t s  i n v o l v e  a l l e g a t i o n s  o f  
m a jo r  s t r u c t u r a l  c r o b le m s  o r  d e f e c t s  such  a s  s t r u c t u r a l l y  
d e f e c t i v e  f o u n d a t io n s ,  le a k y  r o o f s ,  im p ro p e r  r o o f  o r  d e ck  
• c o n s t r u c t i o n ,  m is s in g  s t r u c t u r a l  s u p p o r t  and im p ro p e r  g r a d in g  
o r  d r a in a g e  l e a d in g  t o  f l o o d in g .

3 . The se co nd  g r e a t e s t  a r e a  o f  c o m p la in t  i n v o l v e d  in c o m p le t e  
w o rk  such  as m is s i n g  t r im ,  u n p a in t e ' i  s u r f a c e s ,  in c o m p le t e  
p lu m b in g  f i x t u r e s , .m is s in g  w indow s, d o o r s ,  s c r e e n s ,  
d e c o r a t i o n s ,  m i s s i n g  c a r p e t  and t i l i n g .  O ur o f f i c e  a l s o  
r e c e i v e d  a number o f  c o m p la in t s  c o n c e r n in g  m a jo r  u n f i n i s h e d  
w o rk  by c o n t r a c t o r s  su ch  as  m is s in g  f i x t u r e s ,  u n f i n i s h e d  l o t  
g r a d in q ,  u n f i n i s h e d  c a r p e n t r y  w o rk .

4 . N e x t  c a t e g o r y  i n v o lv e d  more m in o r ,  c o s m e t i c ,  o r  v i s u a l  
d e f e c t s  su ch  as  b l i s t e r e d  p a i n t ,  c r a c k e d  p l a s t e r ,  warped 
c o u n t e r s  and f l o o r s ,  im p ro p e r  c a r p e t  i n s t a l l a t i o n ,  p i t t e d  o r  
u n l e v e l  a s p h a l t .

5 . In  e v e r y  c a s e  i n v o l v i n g  g e n e r a l  c o n t r a c t o r s ,  consum ers  
a t te m p te d  t o  have  th e  c o n t r a c t o r  c o r r e c t  t h e  p ro b le m s  
c o m p la in e d  a b o u t ,  b u t  w ere  u n s u c c e s s f u l  i n  t h e s e  e f f o r r s .  In

s '



m ost c a s e s , t h e  con sum er t r i e d  t o  w o rk  w i t h  t h e  c o n t r a c t o r  f o r  
s e v e r a l  m on ths a f t e r  " c l o s i n g 11 a d e a l  b e f o r e  f i l i n g  a c o m p la in t  
w i t h  th e  Consum er P r o t e c t i o n  O f f i c e .
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LIMITED PROGRAM EVALUATION
BOARD FOR LICENSING CONTRACTORS

JULY 1978

INTRODUCTION

PURPOSE AND AUTHORITY FOR THE EVALUATION

This limited program evaluation of the Eoard for: Licensing Contractors was 

contacted in accordance with the Tennessee Governmental Entity Review Law, 

Tennessee Code Annotated, Title 4, Section 29. The evaluation is intended to aid the 

legislative evaluation committee in determining whether the Board for Licensing 

Contractors should be abolished, continued, or restructured.

OBJECTIVES OF THE EVALUATION

The primary objective of the limited program evaluation was to address the 

criteria for review outlined in TCA 4-2911 and 4-2912. The secondary objective was to 

determine the issues involved in licensing contractors. An attempt was made to gather 

all pertinent information relating to these issues, and any other information which 

would aid the legislative evaluation committee.

SCOPE AND METHODOLOGY

The scope of the evaluation was the activities of the Board for Licensing 

Contractors for the last three years—1975, 1976, and 1977. This report is based on the 

following:

Examination of minutes, correspondence, and other records of the 
board;

Questionnaires completed by the board and its executive director;

Intereviews with board members, staff, and other state and local 
officials;

Interviews with licensing and consumer officials of the southeastern 
states;

Correspondence with other states and national organizations;
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Exam ination  of resource m ateria ls  and publications concerning 
contrac t construction; and

Observation o f board m eetings.



OF THE
BOARD FOR LICENSING CONTRACTORS 

HISTORY AND BACKGROUND

The first legislation regulating the construction industry in Tennessee was 

passed in 1931. Under the first law only general contractors were licensed. The 

original law defined a general contractor as any person who completed or improved a 

structure where the cost exceeded $10,000.

The original law was repealed in 1945. The 1945 lavi' included provisions for 

the licensure of subcontractors who contracted work in excess of $10,000. In addition 

mis statute fixed standards of qualification and eligibility, provided for revocation of 

licenses for cause, and provided penalties for other violations.

In 1965 an amendment was passed that exempted residential contractors n  

counties with populations less than 60,000. According to the 1970 census only ten 

counties in Tennessee have populations over 60,000. As a resul: of this amendment, 46 

percent of the population in Tennessee is not affected by the residential lice: «ing 

requirement. If there is a public purpose involved in licensing homebuilders in urban 

areas, there should also be a public purpose in licensing rural homebuilders. The 

feeling of the current board is that the law should apply equally tc both rural and urban 

homebuilders.

In 1972 the contractors act was amended again. The majcr alteration was to 

clarify that only subcontractors engaged in performing plumbing, electrical, heating, 

ventilating, or air conditioning work were required to be licenced. The 1972 

amendments also raised the minimum contract amount which necessitated the 

licensing of contractors and subcontractors from $10,000 to $20,000.

In 1976 a new contractors licensing act wa3 passed. The act included the 

^.update and revision of obsolete and ambiguous sections of the previous law. It also 

provided for certain exemptions and b. 1ding provisions (see Summary of the Current 

Law, page 8). In 1977 the minimum contract amount requiring a contractor and 

subcontractor license was increased from $20,000 to $50,000. •
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SUMMARY OF THE CURRENT LAW

1. The Tennessee Boa.vd for Licensing Contractors is created by TCA 62-604, and is 
charged with the administration of that act.

2. This act applies to: any person, firm, or corporation engaged in contracting in
this state where the cost of the completed structure or improvement, or of 
different structures and improvements under the same contract, exceeds 
$50,000. The act applies to subcontractors who engage in electrical, plumbing, 
heating or ventilating and air conditioning classifications or contracting where 
the amount of the subcontract is equal to or greater than $50,000.

3. This act does not apply to: any person, firm, or corporation in a county with
under 60,60 0 population according to the 1970 census, who engages in his county 
of residence in the construction of residential buildings; any person, firm, or 
church that owns t/roperty and constructs thereon single residences, farm 
buildings or other buildings for individual use, not for resale, lease, rent or 
similar purpose.

4. An applicant for a first-time license is charged a fee of $75, and a renewal fee of 
$35 is charged each year after that.

5. Each approved applicant is issued a license to construct in certain classifications, 
i.e., industrial, commercial, residential, and a single contract limit above which 
he may not bid, eJg., $100,000, $1,000,000, $2,000,000.

6. Every contract awarded for more than $50,000 requires uiat each bidder 
represent his license number, classification, and expiration date on the outside of 
his bid. Penalties are provided for violation of this provision.

The board is authorized to:

1. Administer the contractors licensing act, rules and regulations;

2. Make bylaws, rules, and regulations;

3- D r  cermine the qualifications o f  candidates (experience, education, finances, and
e jUipment);

4. Conduct written or oral examinations;

5. Determine classifications and bid levels;

6. Revoke or suspend (after a hearing) any license or renewal granted;

7. Initiate inquiries and investigations;

8. Prosecute violators subject to the approval of the Commissioner of Insurance.

8



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

As shown in Exhibit 1 on page 10, there are 23 states that in some manner 

license or register contractors or subcontractors. Twenty of these states license 

contractors in a manner similar to Tennessee. Four states license only some specialty 

contractors—for example, electrical contractors—two states license only nonresident 

contractors, and Delaware licenses contractors for revenue purposes only. Of the 

eight states bordering Tennessee, all license contractors except Kentucky and Georgia.

Eleven states which license contractors in some manner require surety or 

performance bonds from non-resident, general, or public works contractors. Different 

bond payments are required in order to assure that nonresident contractors pay taxes, 

and that general or public works contractors complete their awarded projects. The 

Tennessee contractors act does not require any surety cc performance bonds.

There is great variability in the state laws regulating contractors. Before 

issuing a license most states require the assessment of an applicant's financial 

statement, bank and material supplier references, construction experience and 

equipment. Several states require contractors to report any personal or corporate 

bankruptcies to the board; however, the Tennessee law does not include such a 

provision.

ORGANIZATION AND STAFFING

The Boara for Licensing Contractors consists of seven licensed contractors 

appointed by the governor for seven-year terms. The beard is composed of one 

subcontractor, one homebuilder, and five other licensed contractors who have had at 

least ten years of construction experience.

The adi linistrative staff to the board consists of cne executive director, 

one executive aide, three clt '< IPs, one typist, and one investigator (see Exhibit 2, 

page 11 for organization chart). The major functions of the administrative staff pertain

9



E X H I 3 I T  1

States Licensing G e n e r a l  C o n t r a c t o r s

S t a t e s
Li c ense 

C o n t r a c t ' j s

License

S u b c o n t r a c t o r Dollar Limit

Bond

R e q u i r e m e n t s

1. A l a b a m a Yes N o $20,000 No
2. A l a s k a Yes N o 1,000 $2,000 S u r e t y
3. A r i z o n a Yes N o N A 1,000 to 1 5 , 0 0 0
4. A r k a n s a s Yes Y e s 20,000 No
5. C a l i f o r n i a Yes Yes 100 2,500
6. F l o r i d a Yes N o N A No
7. H a w a i i Yes No NA No
8. L o u i s i a n a Yes N o 30,000 b o n d (1)
9. M a r y l a n d Yes N o 5,000 a m o u n t - N A

10. M i c h i g a n Yes N o 200 No
11. M i s s i s s i p p i Yes Y es 10,000 No
12. M o n t a n a Yes No 15,000 No
13. N e v a d a Yes Y es NA amo u n t - N A
14. N e w  M e x i c o Yes No N A No
15. N o r t h  C a r o l i n a Yes N o 30,000 No
16. N o r t h  D a k o t a Yes Yes 500 No
17. So u t h  C a r o l i n a Yes No 30,000 No
18. T e n n e s s e e Yes Y e s (2) 50,000 No
19. Utah Yes Yes NA b o n d (3)
20. V i r g i n i a Yes Yes 30,000 No
21. W a s h i n g t o n Yes N o 250 1,000 to 2,000

States Licensing S p e c i a l t y  C o n t r a c t o r s

St a t e s

22. Idaho

23. New J e r s e y

24. O r e g o n

25. W y o m i n g

26. D e l a w a r e

27. Kansas

28. N e b r a s k a

Type of L i c e n s e

Public W o r k s  C o n t r actors

E l e c t r i c a l  Contractors

R e s i d e n t i a l  Building C o n t r a c t o r s

E l e c t r i c a l  C ontractors

R e g i s t e r s  Contractors for revenue only

N o n r e s i d e n t  Co n t r a c t o r s

N o n r e s i d e n t  Co n t r a c t o r s

Bonding

R e q u i r e m e n t s

No

No

(53, 000 bond requirev 

No 

No

$1,000 bond r e q u i r e m  

$1,000 bond r e q u i r e m

U )  S w e t y  B o n d s  required for taxes on n o n r e s i d e n t  contractors.

(2) L i c e n s e  o n l y  s u b c o n t r a c t o r s  who p e r f o r m  h e a t i n g  and ventilating, air 

c o n d i t i o n i n g ,  e lectrical, and p l u m b i n g  wor k  where the cont r a c t  cost 

e x c e e d s  $S0,000.

(3) 50 p e r c e n t  p e r f o r m a n c e  bond for p u b l i c  w o r k s  contract.

a m o u n t  N A - d o l l a r  amount not available.



EXHIBIT 2. O r g a n i z a t i o n  Ch a r t : Bo a r d  f o r L i c e n s i n g  Co n t r a c t o r s



to licensing and renewal activities. The staff is responsible for compiling the roster, 

renewing licenses, issuing original licenses, preparing for board meetings, and all 

related notification and clerical work.

The board has proposed in its fiscal year 1978-79 budget to computerize the 

licensing process at a cost of $2,894. The computer could send out renewal notices and 

type renewal licenses, post renewal payments, notify delinquent contractors, keep 

track of expired licenses, type the annual roster, type and address all mailing labels 

and keep a record r <11 licensing information such as bid limits and classifications. 

These are essentially the same functions a Clerk n now performs. Generally, a 

computerized system requires caref’jl  planning for successful implementation. A 

computerized system is usually adled when it results in savings in time and personnel 

costs.

Recently many states have included public members on regulatory boards. 

This trend has resulted from criticism that licensing boards are composed exclusively 

of representatives of the regulated industry or profession. The Tennessee Board for 

Licensing Contractors does not have a public member.

The board is required by law to meet six times per year (in January, March, 

May, July, September, r.iid November) for interviewing applicants and evaluating 

applications and extensions of bid limits. Each session lasts two to three days and 

board members are compensated for travel and boarding expenses but receive no per 

diem. Members of all other regulatory boards in the Department of Insurance receive 

compensation (salary or per diem) and travel and boarding expense. In all other 

southeastern states that license contractors, board members receive per diem 

payments.



■

LICENSING ACTIVITIES

1. Licensing Procedures

According to the contractors' rules and regulations 0680—1—.01, an

applicant desiring to be licensed must have reference inquiries from: (1) an

architect or engineer; (2) a bank; (3) a material or supplies dealer; and, (4) another 

contractor. The candidate must also complete a personal questionnaire covering 

his business finances, equipment and experience. For bid limits under $500,000 

the financial statement in the questionnaire may be prepared by the applicant and 

notarized; if not prepared by the applicant it must be signed by a certified public 

accountant (CPA), a public accountant (PA), or a bank officer. For bid limits over 

$500,000 the financial statement must be prepared by a CPA, PA, or bank officer. 

The financial statement required of the applicant is a balance sheet, which is not 

required to be audited, and which may or may not reflect an accurate picture of 

his financial situation. The board has the authority to require an audited financial 

statement before a license is issued; however, they have not utilized this 

authority.

After all reference and questionnaire forms have been properly

completed the applicant is scheduled for a hearing with the board. During the 

hearing, or interview, the board divides into groups to question the applicant in 

order to insure that he has proper experience, finances, and equipment. If the 

applicant's finances are on the "light side" as determined by the board, the board 

will require the applicant and/oc partners to indemnify the company. 

Indemnification is a procedure which requires that applicants send in current 

personal financial statements and agree to stand personally liable for their 

company's actions. Subsequent to the interview the board determines the

classification and bid limit that is warranted by tne applicant's finances,

M g a n H M B M M I
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experience, and equipment. For example, an applicant might be granted a license 

to engage in the classifications of residential and commercial building with a per 

contract bid limit of $200,000. This does not restrict the licensee frsm taking 

any number of jobs at this bid limit. For example, a contractor with a $100,000 

bid limit could have ten or fifty jobs for $100,000 each underway at any one time. 

Therefore, the bid limit in itself is not an effective method of insuring financial 

responsibility.

In the first year of the board's operations, 177 general contractors were 

licensed. As of 1977 over 6,511 contractors and subcontractors were licensed by 

the board. According to the board, from 1974 to June 1977, 33 applicants, or 1.45 

percent of those who applied, were denied licenses.

Re a s o n ?  for A o o l i c a t i o n  D e n ials

a ; I n s u f f i c i e n t  W o r k i n g  C a p i t a l 21

B. Lack o f  E x p e r i e n c e 3

c. 3ad R e c o m m e n d a t i o n s 5

D. Lack o f  R e q u i r e d  I n f o r m a t i o n

S u b m i t t e d 3

E. I n f o r m a t i o n  S u b m i t t e d  F a l s i -

f i e d  1

Classification

There are approximately 200 different classifications of construction 

work in Tennessee. There is no easy way to get an accurate total number of 

classifications, due to the lack of a standardized or uniform classification system. 

The effect of t.his is that it is not clear what types of construction activities the 

board is authorizing when it issues a license. This is especially true in specialized 

fields of contracting such as utility construction. The board has realized these 

difficulties and has been working on a new classification system which should be 

adopted sometime in the spring of 1978.



,

contractors engage in only the categories of work for which they are qualified by 

experience and expertise. Although currently no guidelines exist fee determining 

whether or not a contractor is qualified in a certain classit cation and there are 

difficulties in the standardization of categories, classifying contractors is still one 

of the most effective means available to the board to assure quality construction. 

It is especially important in the more technical areas of construction which 

demand more expertise—for example, high rise buildings cc sewage treatment 

plants.

3. Criteria for Licensing

a license are the applicant's experience, equipment, references, and financial

situation and the second most important is evidently experience. The applicant's 

refei ences are not verified, and it appears to be sufficient to have access to the 

right type of equipment to be licensed.

criteria to guide the board in its decisions. The rules and regulations 0680-0-.01 

state "Sufficient finances, equipment, and experience must be shown to enable the

added). How the board arrives at the classifications and bid limits that are 

granted i3 unclear. For example, there are no established criteria regarding the 

experience requirements or the examination.

applicants to pass written examinations befocfe licensure. The written 

examinations cover the applicant's general knowledge in the classification of work

As previously mentioned, the factors the board considers when issuing

situation. The principal determinant appears to be the applicant's financial

Neither the contractors law nor the rules and regulations states any

contractor to do the work applied fee, in the discretion of the Board" (emphasis

Five of the eight southeastern states that license contractors require



applied for, general knowledge of construction methods, safety, health and lien

laws of each states. The southeastern states that require examinations are shown 

below:

Southeastern States Examinations

1. Virginia written*
2. Florida written
3. Louisiana written
4. North Carolina written
5. South Carolina written
6. Tennessee oral or written
7. Alabama oral or written
8. Mississippi oral or written

♦written exam required for plumbers and electricians

Currently, the Tennessee Board for Licensing Contractors gives an interview or 

oral exam. The board prefers an interview over a written test for the following 

reasons:

1. Knowledge of the contractor concerning experience, equipment, 
and specialties is examined through the interview.

2. Some contractors cannot pass a written exam but can oerform 
quality construction work.

3. Compiling a fair test on methods, specialties, etc., would be 
difficult.

4. An exam on safety and lien laws would be unfair because they are 
constantly changing.

5. Some construction companies or corporations are highly 
specialized and rely on several partners' expertise to run their 
companies. Therefore, it would be difficult to test only one 
partner, and unfair to test all.

The arguments for a supplemental written exam are:

L More objectivity is instilled in the board's decision-making.

2. Greo ler uniformity in the granting of licenses is assured.

3. Increased assurance is obtained that contractors are familiar with 
state health, safety, and lien laws.



Tennessee does not have any stated criteria fo r determining bid levels.
The board has followed an unofficial policy of issuing a bid limit of 10 times the

candidate's quick assets.^ However, the board frequently deviates from this

policy. In a random sample of 110 renewal financial statements, original licenses,

and extensions,' 31.3 percent of the bid levels were over 10 times the applicant's

quick assets, and 17.2 percent had negative net working capital.

Other states hove established minimum criteria that candidates must

meet to be licensed at a certain bid level. For example, in North Carolina:

Total current assets of at least $7,500 in excess of total current 
liabilities are required for a Limited License. Total current assets 
of at least $35,000 in excess of current liabilities are required for 
an Intermediate License. Total current assets of at least $65,000 
in excess of total current liabilities are required for an Unlimited 
License.2

Written, minimum criteria give notice to the applicant of what is 

required for a bid limit, allow for greater uniformity between bid levels, and help 

to assure continuity of action when the composition of the board changes. For 

example, a minimum standard for a bid limit of $50,000 might be one year of 

experience in the type of construction classification sought, and a net working 

capital of $5,000.

Several members of " ^oard expressed the view that applicants' 

experience and expertise are adeq /  ihecked through the interview. However, 

observation of the interviews revealea unem to be quite brief—five to ten minutes 

long—and emphasizing the financial status of the applicant.

^u ick  assets, or net quick, is (current assets-inventory) - current liabilities.

Correspondence with C. S. Scatton, Assistant to Secrctary-Treasurer, North Carolina 
Licensing Board for Contractors, January 11, 1973.

2



Renewals ' ' ••

Licensed contractors are required by law to renew their licenses 

annually and pay a renewal fee of 535. Before 1972, contractors were required to 

submit renewal fccms prior to December 31 of each year. Contractors licensed 

after 1972 are required to send in renewals during the month of original licensure. 

Although renewals were staggered by this change, approximately 30 percent (or 

2,000) of the renewals still come in during November and December. As a result 

of this peak workload, the activity of the administrative staff increases for two 

months, and decreases in other months. A possible solution is to stagger renewal 

dates so the workload will be equalized throughout the year.

Beginning in November 1976, contractors were required to send in 

current financial statements in order to renew their licenses. The rationale for 

this requirement is that the financial status of a contractor can change drastically 

from one year to the next. The board is currently in favor of lowering the bid 

limits of contractors with financial problems, although they have not lowered bid 

limits in the past. They have not set up any criteria to aid in making decisions on 

lowering bid limits, and they emphasize that limits should be lowered only when 

there is a clear need, not just because a contractor has a bad year.

Although the procedure requiring financial statements is 

commendable, the board does not require the financial statements to be audited. 

Assets could easily be overstated, liabilities understated, or the statements 

otherwise prepared in a misleading manner. Requiring that all financial 

statements be audited every year would probably impose an unjustifiable burden 

on contractors. However, unless the statements are audited, the board has no 

assurance of their reliability except for the contractor's integrity. Many

18



contractors already submit audited statements. The board could obtain assurance 

of the validity of financial statements and otherwise ease the burden on 

contractors by periodically requiring that statements be audited.

The Board for Licensing Contractors has not reviewed any of the 

renewal financial statements submitted since they were first required in 1976. 

The board has an informal agreement with the Comptroller of the Treasury, 

Division of State Audit to review the financial statements of contractors. The 

state auditors calculate net worth and net working capital for each contractor, 

review the financial statements, and "red flag" those with problems for the board's 

attention. During calendar year 1977 over $20,000 was charged for these services; 

however, the results of the work have not been utilized. According to the 

executive director of the board, the renewal financial statements have not been 

utilized because of a shortage of personnel in the office of the board and a failure 

of State Audit to return the financial statements in a timely manner. The 

statements were not returned in a timely manner because of the lack of emphasis 

put on them by the board. The result has been that the statements have been filed 

away without the board's consideration, in effect wasting the $20,000 paid to the 

Division of State Audit to review them. Another result has been the approval of 

renewals without reviewing the financial statements, thereby granting license 

renewals to contractors whose financial positions may have changed. In these 

cases, if the financial statements had been examined, the board might have 

required further evidence of financial stability or lowered the license limits of 

some contractors.

A further difficulty with the current renewal procedure is that 

financial statements have been taken from the office of the board for review by 

State Audit, sometimes for extended periods of time. According to the executive



director of the board, it is often necessary to refer to those files which are 

removed from the office. The board has requested an Auditor in  position for the 

review of financial statements in their office. This position was approved in the 

fiscal year 1978-79 budget. The auditor should save both money and time in 

reviewing the financial statements. However, to perform his or her job 

adequately the workload would have to be rearranged so that a manageable 

number of renewals were due each month.

ENFORCEMENT

The Roard for Licensing Contractors only investigates complaints about 

unlicensed contractors, licensed contractors bidding on contracts over their bid limit, 

or contractors bidding in areas of construction for which they are not licensed. Most 

of these investigations stem from written complaints, telephone complaints, and Dodge 

Reports. Dodge Reports is a periodical which publishes construction projects up for 

bid, the contractors who bid on the projects, the bid prices, and the contractors who 

are awarded the projects. The board's investigator examines these reports to assure 

that contractors are properly licensed, classified, and within their proper bid levels. 

The emphasis of the investigative work is not on the quality of contractors' work.

In addition to investigating licensing violations, the investigator has 

attempted to inform municipal building and housing inspectors as to which contractors 

are required to be licensed by the state. According to the investigator, many licensing 

violations could be resolved by local building inspectors. TCA 62-621 states in part: 

"No official of the State, or any political subdivision thereof, shall issue a permit or 

contract work order to any applicant therefor, to do contract work, unless such 

applicant at the time holds a license as a contractor under thc provisions of this 

chap te r .. ." According to the board, cooperation by the building inspectors has been 

weak in the areas of issuing building permits to contractors who are not properly
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licensed, and in the referral to the board of complaints about the quality of 

contractors' work. Improved cooperation and coordination of efforts between the 

board and the building inspectors could expedite the enforcement of the lawn

TCA 62-617 stipulates that it is the duty of the board before granting a 

renewal to gather or receive satisfactory evidence that a contractor has paid all state, 

municipal and county taxes. The board presently requires a notarized statement from 

the contractor stating that all taxes have been paid; however, not all contractors have- 

submitted these statements. The board has not verified the statements that were 

submitted or followed up on those that were not.



The construction industry's main characteristics are its low profit margin, 

competitive bidding, and its reaction to the trends in the national economy. All of 

these characteristics promote a high failure rate. It is theorized that the licensing of 

contractors protects the public welfare by qualifying applicants so they can better 

react to the economy and thus maintain financial responsibility. It is also postulated 

that the qualification of contractors promotes better quality work, and that the Board 

for Licensing Contractors serves as a forum for public complaints. Theoretically, the 

classification of contractors protects the public by assuring that the contractor 

possesses the minimum level of financial means, experience, and expertise to engage in 

the specific area of construction for which a license is sought.

How do these theories hold up in practice? First, the Board for Licensing

Contractors does not effectively fissure financial responsibility. The bid limits 

established by the board are for per contract bids, and do not prevent a contractor 

from having ten or a hundred projects of that size in progress at one time. Also the 

procedure for arriving at those bid limits is questionable; it is not based upon any 

stated criteria and can be circumvented in several ways. Renewal financial 

statements have not been utilized by the board; consequently, contractors who might 

once have had sound financial positions could now have limits greater than their 

resources justify.

Second, the Board for Licensing Contractors presently does not assure the 

competence of contractors. The references contractors submit are not verified, the 

interviews ure quite brief, and there are no minimum criteria established for either

experience or financial responsibility. Further, although the board inspector is

vigorous in seeking out contractors who are not licensed,, in the past the bo-ard has not 

activ .iy  reviewed complaints regarding the quality of contractors' work.

R A T I O N A L E  F O R  L I C E N S U R E



Although the Board for Licensing Contractors is a group of dedicated 

individuals who have tried to protect the public as well as possible within the 

framework of the current law, the net effect of the operations of the board has not 

been the protection of the public. On the other hand, the public has not been adversely 

affected by the licensing of contractors. In essence die gains to the public from 

licensing have not been commensurate with the burden on contractors of complying 

with another set of government regulations. It is not clear what the effects of 

terminating the board would be; however, 22 states in no way license contractors.
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Crackdown sought on 
no-license contractors

B y  P A U L  L A I R D  
A J C  Editor 

Earl Carlyle ib a painting 
:ontractor w h o’B m a d  as hell 
and isn’t going to take any 
more.
A  licensed painting contrac­

tor who's m a d  as hell nd isn’t 
going to take any more.
The owner of Earl’s Custom 

H o m e  Painting in Anchorage, 
this uncaped crusader is con­
ducting a one-man campaign 
to mobilize licensed specialty 
contractors throughout Alaska 
and force the state to crack 
d o w n  on unlicensed contrac­
tors in all trades.
"I don’t k no w  about doing 

research,” he said. "I do know 
about raising a lot of hell. I'm • 
tired of living in a trailer and 
not being able to prosper even 
after seven years in business.” 
W h a t  he lacks in research 

expertise he compensates for 
in ability to match names in a 
state directory of licensed con­
tractors against names of con­
tractors listed in the Yellow 
Pages of the Greater Anchor­
age telephone directory.
State law prohibits unli­

censed contractors from adver­
tising. Nonetheless, Carlyle 
jays he’s found nearly 500 con­
tractors without licenses adver­
tised in the phone book.
State Rep. Wult Furnace, R- 

Anchorage and chairman of 
the House Labor &  Commerce 
Committee, said m a n y  contrac­
tors don't bother to secure state 
iccnses because thc process is 
time-consuming.
"The process isn’t cumber- 

lome, but it iB time-consuming,” 
i c  said. " W e  all have a thing 
ibout filling out forms.”

While requirements for con- 
ractors' licenses aren’t that 
tringent, they do require some- 
vhat of a commitment from 
he applicants. To secure li­
enees, contractors must have 
>onding, insurance a n a  

workers’ compensation pro­
grams.
Carlyle said that by avoid­

ing those requirements, unli­
censed contractors nre able to 
underprice those with licenses, 
nnd they also sidestep accoun­
tability for their work.
He  said his investigation of 

the problem through classified 
advertising in daily newspap­
ers and bidding fo rms pub­
lished by general contractors 
for their projects leads him to 
aelieve the 500 unlicensed con- 
.ractors in the Yellow PageB 
ire only the tip of the iceberg. 
During the suimmer, there 

ould be as m a n y  as 2,000 un­
icensed contractors operating 
n the Municipality of Anchor- 
ige, he said.

Furnace said most unlicensed 
ontractoru in the Anchorage 
rea seem to be subcontrac­
ts, It’s licensed companies 
perating in a subcontractor 
tance that seem to be injured 
’OSt

Carlyle said some licensed 
contractors in Alaska have 
been forced out of business by 
price undercutting from unli­
censed competition, both from 
within Alaska and Outside. 
Others have been forced to live 
indefinitely from one job to the 
next.

“Fly by nighters" w h o  "gua­
rantee their work right up to 
the time w h e n  the plane leaves” 
cost his business about $500,000 

' in jobs during hiB first five 
years of painting contracting,

. he said. N o w  he’B beginning to 

live off referrals.
“These fly by nightera bring 

their out-of-state prices with 
them, and a licensed contrac- 

• tor can’t compete,” he said. 
“They don’t keep books, they

- don't pay taxeB and they don’t 
incur the expenses of doing

_ business here during the winter. 
“They just comein the Bpring

and split in the fall whe n  it 
gets cold. They d on’t have to 
eat their mistakes; thc consu­
mer does.”

Earlier this year he engi­
neered a write-in campaign of 
more than 1,000 of the B t a t e ’B 
specialty contractors to the 
governor, key legislators nnd 
other Btatc officials. Goal of 
the campaign wub to build 
awareness of the problem and 
to prompt stricter enforcement 
of state law barring unlicensed 
contractors from working in 
Alaska.
One legislator reported receiv- 

ingmorcthan 1,000 letters from 
specialty contractors through­
out Alaska.

“That must m e a n  there are 
1,000 specialty contractors w h o  
are as m a d  aB I am," Carlyle 
Baid. "I think we're starting to 
get some attention now.” 

Although' the A nchoruge 
painting contractor said he’s 
co»'t:r:.^idting another mailing 
blitz, the firBt one apparently 
found its mark.

Furnace said his committee 
is studying the problems of

- local hire and unUcepr:- i con­
tractors before the next legis-

. lative session beginB in Janu­
ary, and public hearings will 
be scheduled fir Anchorage, 
Fairbanks, Ketchikan or 
Juneau and possibly Bethel or 
Kotiuibue sometime thiB month.
“At this point w e  don’t k n o w  

what the overall effect of unli­
censed contractors operating

i nere are too iew people 
responsible for keeping track 
of too m a n y  things in the div­
ision," Furnace said. H e  added 
he believes the problem is not a 
lack of m o n e y  in the depart­
ment’s budget, but rather ques­
tionable priorities of h o w  the 
money is spent.
“There’s never been a shor­

tage of m oney (in the depart­
ment),’’ he said. "The shortages 
in enforcementman power have 
been the result of the w a y  the 
money is allocated.”

A  number of approaches to 
the problem are being consi­
dered, and notification of this 
month's hearings will be mailed 
to nearly 2,000 specialty con­
tractors statewide to generate 
responses to existing propos- 

. als and other ideas.
The Anchorage painting con­

tractor said he expects wides­
pread support for the m o v e  to 
push for stricter enforcement, 
but he also anticipates resist­
ance from some general con­
tractors w h o  capitalize on the 
availability of cheaper unli­
censed subcontractors.
H e  s&id he's encountered a 

handful of subcontractors 
afraid to become active in the 
involvement for fear general 
contractors will refuse them 
work.

in the state iB, and w e  don’t 
k n o w  h o w  Bevere the income 
loss is to licensed contractors," 
Furnace said. “That’s what 

l we  hope to determine from tes­
timony at these hearings."
Carlyle blames the unli­

censed contractor problem on 
Bpotty enforcement by the state, 
and Furnace agrees. The A n c h­
orage legislator said the Depart­
ment of Commerce &  Economic 
Development division respon­
sible for enforcement— the Divi­
sion of Occupational Licens­
ing— has been stymied by m a n ­
power shortages.

Established contractors’ orga­
nizations won'trcsist the move, 
he said, but some individual 
general contractors w h o  use 
unlicensed subcontractors will 
lobby against it.

" W e’re going to need strong 
organization before the legis­
lative session startfl if w e  want 
to accomplish anything," he 
said.
Though shoddy w o r k m a n­

ship and lack of accountabil­
ity are major problems with 
unlicensed contractors, Carlyle 
said the Btate should not instate 
written examinations to assure 
competency.

"Some real artists and crafts­
men couldn’t pass a written 
test, but they could certainly 
passntcB ton the job," he said.

Carlyle received an assur­
ance from a Bpecial assistant 
to Gov. Bill Sheffield late in 
the Bpring that the Division of 
Occupational Licensing has 
been working with the Depart­
ment of L a w  to develop a cit­
ation program to enforce regu­
lations restricting unlicensed 
contractors.

The special assistan t wrote 
Carlyle th a t Borne names he" 
supplied to the division indeed 
are practicing without licenses, 
and those violators were Bent 
warning letters.

"The liBt of nam t will be 
monitored for compliance and 
are potentially the first to be 
cited when the program begins 
if they are not licensed," the 
special assistan t wrote.

Furnace said he believes 
1 m a n y  of the violators simply 
don’t k n o w  they're not c o m p­
lying with state regulations, 
and he hopes to avoid an en­
forcement’ approach that will 
be punitiv \
“So m e  r mtractors think all 

they need .8 a business license,” 
he said. “It's c ,e of the prob­
lems of the easy entrance and

easy exit in business in 

Alaska."
H e  added he hopes the prob­

lem can be addressed a'; least 
partially without adding to 
state Btatutes.

“The main thing is that we 
have to prevent unlicensed peo­
ple from posing as experts by 
advertising," he said.

A  possible solution, the A n c h­
orage legislator said, is solicit­
ing voluntary cooperation from 
newspapers of general circula­
tion and from the people who 
compile the Yellow Pages.

B y  screening unlicensed con­
tractors from advertising, those 
sources could prevent unli­
censed contractors from pos­
ing as experts, Furnace said. 
O n e  Anchorage daily already 
operates under that policy, he 
added, but the other doesn’t

“We'd like not to have to put 
that kind of thing into statute 
form, but we  do need the help 
of the private sector in attack­
ing the problem," Furnace said.

H e  added he doesn't believe 
the licensing process on the 
books n o w  is in need of revamp­
ing.

A n  aide to Furnace said the 
following list of solutions iB 
being studied, but some are 
believed unworkable. The leg­
islator’s office is soliciting reac­
tions to and suggestions about 
these proposals:
• Require all contractors to 

include contracting license n u m­
bers in all advertising.
• Req uire con tractors to place 

signs on both B ideB  of their 
vehicles stating c o m p a n y  
names and contracting license 
numbers.
• Increase bonds for specialty 

Contractors to $5,000 and for 
general contractors to $15,000.
• Give enforcement inspec­

tors authority to check identi­
fication and issue citations.
• Establish a state division 

for policing contracting laws.
• Mandate that enforcement 

officers to police newspapers, 
Yellow Pages, television and 
radio for violators.
• Adopt legislation requiring 

telephone utilities to disconnect 
service for unlicensed contrac­
tors.
• Impose stiffer penalties for 

violators.
• Prohibit state agencies from 

contracting with unlicensed con­
tractors and licenBed contrac­
tors w h o  subcontract to unli­
censed subcontractors. Prohibit 
projects using unlicensed con­
tractors or subcontractors from 
taking advantage of state 
financing or refinancing for 
one year.

• H a v e n  computerized list of 
contractors available on de­
m a n d  that would include the 
kind of contractor, license n u m ­
ber, company n a m e  and ad­
dress.

Proposals for ensuring c o m­
pliance with local hire laws 
include requiring the submis­
sion and monitoring of a state­
ment of the percent of work 
force to be hired locally w h e n  
state funds are involved, requir­
ing quarterly filings of c o m­
pliance statements and the use 
of spot audita and penalties.



/°

HB 610

Amendments Proposed:

1. Delete all reference to a board.
2. The below amendments if the bill is passed.

Page 1 - Delete reference to a Board of Builders. "

Line 11 - Delete 
Lines 18 to 20 - Delete.

% ' ' \\ . .  ■■■

Page 3, line 13, section 8 - Delete. ' ■ '£«<V;v-

Insert between lines 18 and 19, page 3: • Vv..

♦Section AS 08.18.011 is amended to read:

Sec. 08.18.011. REGISTRATION REQUIRED. _[a)_ It is unlawful 
for a person to submit a bid or work as a contractor until that 
person has been issued a certificate of registration by the De­
partment of Commerce and Economic Development. A bid submitted for 
work as a_ contractor by a_ person or firm not registered under this 
chapter prior to the bid is invalid and shal1 be rejected.

(b) A bid_ submitted for contracts involving electrical work 
bya registered contractor who is not a_ 1icensed electrical 
administrator, or does not have in his employ, an electrical 
administrator qualified under AS 08.40.090 is invalid and shal 1 be_ 
rejected. A registered electrical contractor who has been retained 
must qual ~ fy_ under AS 08.40.090.

(c) A general or specialty contractor registered under this 
chapter, prior to bidding on a_ contract involving electrical work, 
must

H I  be an owner licensed as an electrical administrator 
and 1icensed to perform electrical work in the category to be 
performed under the contract on which the contractor is bidd.ing, 
or;

(2) have in his employ, prior to bidding, a_ person 
licensed as an electrical administrator in the category of the work 
to be_ performed under the contract on whTcli the contractor is 
biddi ng.

Line 23 - Delete "By the Board".

♦Sec. 2. AS 08.18.026 is amended to read:

Sec. 08.18.026. ELECTRICAL CONTRACTORS, (a) The department 
may not issue a certificate of registration as an electrical con­
tractor to an applicant unless the applicant is, or employs, a 
person currently licensed as an electrical administrator under 
AS 08.40.



(b) Each applicant for an electrical contractor's certificate 
of registration may employ more than one electrical administrator.

(c) If the relationship of the [ONLY] electrical adminis­
trator with a registered electrical contractor is terminated, the 
contractor must notify the department within seven days following 
the termination. Registration is void 30 days after termination 
ITHE NEXT REGULARLY SCHEDULED EXAMINATION] unless the electrical 
contractor has hired a licensed electrical administrator in the 
interim.

Insert after line 20, page 4:

♦Sec. 3. AS 08.18.121 is amended to read:

Sec. 08.18.121. SUSPENSION AND REVOCATION OF REGISTRATION.
(a) If the insurance required in AS 08.18.101 ceases to be in
effect, the registration of the contractor shall be suspended until 
the insurance has been reinstated.

(b) If a final judgment impairs the liability of the surety 
upon the bond or depletes the cash deposit so that there is not in 
effect a bond undertaking or cash deposit in the full amount pres­
cribed in AS 08.18.071, the registration of the contractor involved 
shall be suspended until the bond liability in the required amount,

, unimpaired by unsatisfied judgment claims, has been furnished.

(c) If a bonding company cancels its bond of a contractor the 
contractor's registration shall be revoked. The contractor may 
again obtain registration by complying with the requirements of 
this chapter.

(d) If a licensed contractor fails to fulfill the contrac­
tor's obligations as set out in AS 08.18.071 the contractor's 
license shall be suspended for a period of time the commissioner 
determines is appropriate. After three suspensions the contrac­
tor's license may be permanently revoked.

(e) Proceedings to suspend or revoke a license issued under 
this chapter are governed by the Administrative Procedure Act (AS 
44.62).

(f) If the commissioner of commerce and economic develooment 
or the commissioner of labor determines that a person is acting as 
a contractor in violation of this chapter, the commissioner orf 
commerce and economic development or the commissioner of labor 
shall give written notice prohibiting further action by the person 
as a contractor. The prohibition continues until the person has 
submitted evidence acceptable to the commissioner [OF LABOR] showing 
that the violation has been corrected.

(g) A person affected by an order issued under this chapter 
may seek equitable relief preventing the commissioner of commerce 
and economic development or the commi ssioner of labor from en­
forcing the order.



(h) The departments of_ commerce and economic devvlopment and 
labor may investigate al le'gbd 0£ apparent violations of this chapter. 
Upon demand, a_ contractor or h_i_s representative must produce evidence 
of current registration. Refusal or failure to provide proof of 
current registration constitutes violotion of this chapter.

(i) Registered contractors util 7'zing subcontractors shal 1 
ensure that these contractors meet the registration requirements of 
this chapter.

Page 4, lines 21 to 29, section 13 - Delete question - Why a highway 
specialist?

Page 5, lines 1 to 23 - Delete.

Line 24, Section 15 - As read, this section would take the juris­
diction away from the Department of Labor, Mechanical Inspectors and 
Department of Commerce and Economic Development Investigators.

We would prefer to see the authority for issuance :y misdemeanor citations 
with mandatory court appearance. This would demar,.. the "fly-by-night 
operators" to become licensed or leave the industry. The citation 
program should extend to legitimate contractors using unlicensed sub­
contractors.

♦Sec. 4. AS 08.18.131 is amended to read:

Sec. 08.18.131. INJUNCTION. In an action instituted in the 
superior court by the commissioner of commerce and economic devel­
opment or the commissioner of labor or a_ LTHEJ commissioners'1' 
[COMMISSIONER'S] representative, a person acting in the capacity of 
a contractor in violation of this chapter may be enjoined from 
doing so.

♦Sec. 5. AS 08.18.141 is amended to read:

Sec. 08.18.141. MISDEMEANOR. A person acting in the capacity 
of a contractor in violation of this chapter is guilty of a mis­
demeanor. An authorized representative of the commissioner of 
commerce and economic development or the commi ssioner of labor may 
j ssue a_ mi sdemeanor citation to a_ person, firm, partnership, cor­
poration, or any other entity that is doing contracting work if the 
person, firm, partnership, corporation, or other entity does not 
have a valid certificate of registration under AS 08.18.011 or 
AS 08.18.026.

Section 17, lines 7 to 14 - Delete.

If not, then line 9 - Change to quarterly if necessary. This should be 
by regulation, not statute.

Line 12 - Delete telephone numbers.

Section 18, line 22 - Delete.

HDT/wfs22884b
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The Alaska Chapter, Associated General Contractors of America, (A.G.C.) 

represents mo r e  than 800 companies, including most of the general contracting 

companies engaged in commercial construction, U e  appreciate the opportunity 

to present A.G.C.'s views on HB 610.

The A.G.C. opposes HB 610. In its present configuration, HB 610 includes 

commerical contractors w i t h i n  a statutory framework aimed at residential home 

contractors. A.G.C. urges this committee to scrutinize any legislation creating 

a ny n e w  "Board" as the State is presently inundated with Boards and Commissions. 

Finally, A.G.C. opposes the broad powers vested in the proposed Building Board 

by Ihis legislation. There are no standards of conduct established or criteria 

other than basic licensing requirements. In short, ? "board" is not necessary to 

enforce what is already the law.

Specifically, A.G.C. objects to the creation and all references to a "Board of 

Builders", The inappropriateness of the formation of thi9 board is nowhere more 

apparent than in Section 13 of proposed House Bill 610. Section 13 attempts to 

create and defineB the membership of the Board of Builders, Three general contractors 

are provided for in this section, one of which must be a "remodeling specialist"

(a terra which seemingly contradicts the terra "general contractor") and one of who m  

is a Highway specialist. The ono remaining "general contractor" Board m e m b e r  wouid 

be picked frora general contractors with such varied expertise as a  residential 

contractor building five houses a year, a residential houuing contractor building 

<100 multi-family units per year, a commercial building contractor conntructing omall 

shopping centers, a com'ercial building contractor constructing lurge public and 

private buildingo such on the Convention Center, AllCO or S011IQ buildings, a heavy 

and industrial general contractor constructing such items as major hydroelectric 

projects and refining plants, vnd any one of more than hundreds of different 

contractors with different areas of focus. All of these contractors will have



different perspectives; therefore, it seems inappropriate to elevate to a  special 

status a remodeling specialist and a highway specialist.

With respect to including the r e g istration number on stationery and on vehicles as 

required by Section 11; the A.G.C. recommends modification if this p r ovision is 

felt to be necessary. We recommend that Page 4, Lines 7-9 be changed to read: 

c) A  motor vehicle di s p l a y i n g  the name of a contractor shall also display 

the registration number of the c on t r a c t o r .

We further recommend an effective date of January 1986 to a l l o w  for utilization 

of supplies which do not contain the registration number.

The Alaska Chapter, A.G.C, d u e s  not oppose increasing the bond limits as provided

In summary, the Alaska Chaptex-, A.G.C. opposes all of the provisions of HB 610 

with the exception of raising the b o n ding limits for contractors.

The labor and commerce committee appears to be responding to a statewide need on 

two separate and unrelated issues. First, is the claim by many licensed residential 

contractors that they are competing with unlicensed contractors —  in particular 

the small specialty subcontractor. Second, many home purchasers complain of 

construction quality and the inadequate legal remedy that presently exists -

especially if the contractor is no longer in tha state.
\

HB 6i0 as proposed will not solve either problem. Unlicensed contractors are illegal 

under present law - creating a "hoard" will not solve the problem. Shoddy construction 

and an inadequate remedy for home purchasers will continue as long as home purchasers 

do not check into the reputation of the contractor. Raising the bonding limits to 

510,000 still will not provide an adequate safeguard.

in Section

further.

oppose raising the bond limits even



The A laska Chapter A.G.C. submits that the present system can w o r k  if everyone 

knows the laws that presently e x i s t , and if the b o n ding limits are increased 

to an e f fective level. Present laws prohibit an unlicensed contractor from suing 

for c o m p e n s a t i o n  or a breach of contract. A  public awareness campa i g n  of this 

fact m a y  stimulate many individuals to o b t a i n  licenses.



-J. " A

.. :

STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

fRlvision Date:

REQUEST
BiH/Resolution No.; HB 610 
Title:"An Act establishing a 

Board of Builders."

Sponsor: Rep. Furnace 

Requestor; Labor & Commerce 

Date of Request:____________

FISCAL DETAIL
Agency Affected: Commerce & Economic Dev.

Program Category Affected:
Public Protection

BRU, Program or Subprogram!s) Affected: 
Occupational Licensing______________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not identified by the Sponsor

- .

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING

100 PERSONAL SERVICES 0 72.6 76.2 80.0 84.1 88.2

200 TRAVEL 0 36.3 38.1 40.0 42.1 '  '44.2
300 CONTRACTUAL 0 87.9 92.3 96.9 101.8 106.9
<*00 SUPPLIES 0 1.8 1.9 2.0 2.1 2.2
500 EQUIPMENT 0 12.6 0 0 0 0
600 LAND & STRUCTURES 0 6.1 6.4 6.7 7.0 7.4
700 CRANTS, CLAIMS 0 0 0 0 0 0
800 MISCELLANEOUS 0 0 0 0 0
TOTAL OPERATING 0 217.3 214.9 225.6 237.1 248.9

CAPITAL 0 0 o 0 0 0

REVENUE 0 0 o o .  o o i

FUNDING: (Thousands of D o V ars)
CENERAL FUND 0 217.3 214.9 225.6 237.1 248.9 1
FEDERAL FUNDS i ’
OTHER

TOTAL 0 21,7.3 214.9 225.6 237.1 248.9

POSITIONS:
FULL-TIME

PART-TIME - s e a s o n a l 0 3 3 3 3 3
TEMPORARY
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F I S C A L  A N A L Y S I S  

H B  6 1 0

A s s  u m p t i o n s :

T h i s  b i l l  c r e a t e s  a n e w  s e v e n  m e m b e r  b o a r d  to g o v e r n  an e s t a b l i s h e d  

l i c e n s i n g  f u n c t i o n  w i t h i n  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t ,  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g ,  C o n s t r u c t i o n  C o n ­
t r a c t o r s  .

T h e r e  a r e  c u r r e n t l y  a p p r o x i m a t e l y  7 , 0 0 0  l i c e n s e d  c o n t r a c t o r s  a n d  an 

e s t i m a t e d  2 , 5 0 0  to 3 , 0 0 0  c o n t r a c t o r s  t h a t  h a v e  n o t  r e n e w e d  t h e i r  r e ­

g i s t r a t i o n  a n d  a r e  c o n s i d e r e d  i n a c t i v e .

T h i s  b i l l  is s i l e n t  o n  t h e  n u m b e r  o f  m e e t i n g s  t h a t  t h e  b o a r d  s h a l l  

h o l d  e a c h  y e a r .  In t h e  a b s e n c e  o f  s p e c i f i c  s t a t u t e s ,  A S  0 8 . 0 1 . 0 7 0 ( 2 )  

s h a l l  p r e v a i l .  T h i s  s t a t e s  t h a t  e a c h  b o a r d  s h a l l  h o l d  a m i n i m u m  o f  

o n e  m e e t i n g  e a c h  y e a r .  W i t h  t h e  n u m b e r  o f  l i c e n s e d  c o n t r a c t o r s ,  it 

is a n t i c i p a t e d  t h a t  it w o u l d  b e  n e c e s s a r y  f o r  t h e  b o a r d  to h o l d  at 

l e a s t  q u a r t e r l y  m e e t i n g s  a n d  i n  g e o g r a p h i c  l o c a t i o n s  o f  t h e  S t a t e  

to c o v e r  S o u t h e a s t e r n ,  I n t e r i o r  a n d  S o u t h c e n t r a l ,  w i t h  at l e a s t  t w o  

o f  t h e  m e e t i n g s  t o  b e  h e l d  in A n c h o r a g e ,  w i t h  e a c h  m e e t i n g ,  i n c l u d ­

i n g  t r a v e l  t i m e ,  b e i n g  t h r e e  d a y s  d u r a t i o n ,  in o r d e r  to c o m p e t e n t l y  
a d d r e s s  t h e  b u s i n e s s  o f  t h e  b o a r d .

T r a v e l  a n d  P e r  D i e m  c o s t s  w o u l d  b e  i n c u . r e d  f o r  b o a r d  m e m b e r s  a n d  

d i v i s i o n  a d m i n i s t r a t i v e  s u p p o r t  s t a f f  t o  a t t e n d  t h e  b o a r d  m e e t i n g s .

T h i s  b i l l  d o e s  n o t  a d d r e s s  t h e  r e g i s t r a t i o n  o r  r e n e w a l  f e e  s t r u c t u r e ,  

as s p e c i f i e d  i n  AS 0 8 . 1 8 . 0 4 1 ,  t h e r e f o r e  n o  f i s c a l  i m p a c t  w o u l d  b e  
i n c u r r e d  o n  r e v e n u e .

T h e  b i l l  d o e s  p r o v i d e  f o r  c i v i l  p e n a l t i e s  f o r  v i o l a t i o n s ,  h o w e v e r  

it w o u l d  b e  e x t r e m e l y  d i f f i c u l t  to p r o j e c t  a n y  r e v e n u e  f r o m  c i v i l  
p e n a l t i e s  i m p o s e d  on l i c e n s e d  c o n t r a c t o r s  b y  t h e  b o a r d .

T h e  b i l l  d o e s  n o t  a d d r e s s  t h e  i s s u e  o f  g e o g r a p h i c  a r e a s  o f  t h e  S t a t e  

t h a t  b o a r d  m e m b e r s  s h a l l  r e s i d e  in a s  a c r i t e r i a  f o r  a p p o i n t m e n t  t o  

t h e  b o a r d  to e n s u r e  e q u a l  r e p r e s e n t a t i o n  f o r  c o n t r a c t o r s  t h r o u g h o u t  

t h e  S t a t e .  It is a n t i c i p a t e d  t h a t  t h r e e  o f  t h e  b o a r d  m e m b e r s  w o u l d  

b e  f r o m  t h e  I n t e r i o r  a r e a ,  t h r e e  f o r  S o u t h c e n t r a l  a n d  t h e  r e m a i n i n g  

o n e  w o u l d  be f r o m  t h c  S o u t h e a s t e r n  a r e a .  T r a v e l  c o s t  p r o j e c t e d  is 
b a s e d  o n  t h i s  a s s u m p t i o n .

T h i s  b i l l  t r a n s f e r s  t h e  e n f o r c e m e n t  r e s p o n s i b i l i t y  f o r  c o n s t r u c t i o n  

c o n t r a c t o r  s t a t u t e s  a n d  r e g u l a t i o n s  f r o m  t h e  D e p a r t m e n t  o f  L a b o r  to 

t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  B o a r d  o f  B u i l d e r s .  

A d d i t i o n a l  I n v e s t i g a t i v e  p e r s o n n e l  w o u l d  b e  r e q u i r e d  f o r  t h i s  a c t i v i t y  

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

All S U rltWr •



H O U S E  B I L L  N O .  6 1 0

100 P E R S O N A L  S E R V I C E S  - ( FY '84 S a l a r y  S c h e d u l e  w i t h  a 5%

i n f l a t i o n  f a c t o r  p r o j e c t e d  f o r  

s u c c e e d i n g  F i s c a l  Y e a r s )

2 I n v e s t i g a t o r s ,  R a n g e  1 8 A ,  G e n e r a l  G o v e r m e n t ,

S e a s o n a l  - 6 m o n t h s  e a c h  ( M a r c h  t h r o u g h  

S e p t e m b e r )  1 l o c a t e d  in A n c h o r a g e  a n d  1

l o c a t e d  in J u n e a u  $ 4 6 , 2 9 9 . 4 8

1 I n v e s t i g a t o r ,  R a n g e  1 8 E , G e n e r a l  G o v e r m e n t ,

S e a s o n a l  - 6 m o n t h s  ( M a r c h  t h r o u g h

S e p t e m b e r )  t o  b e  l o c a t e d  i n  F a i r b a n k s  2 6  , 30 1. 85

T o t a l :  $ 7 2 , 6 0 1 . 3 3

2 00 T R A V E L  ( E s t i m a t e d )

2 S t a f f  t r a v e l  f r o m  j u n e a u  t o  a t t e n d  b o a r d  m e e t i n g s :

A n c h o r a g e :  2 m e e t i n g s

T r a n s p o r t a t i o n :  $ 4 0 0 . 0 0  e a c h  x 2 s t a f f  x 2

m e e t i n g s  = $ 1 , 6 0 0 . 0 0

P e r  D i e m :  2 s t a f f  - 2 m e e t i n g s  3 d a y s  e a c h

0 $ 8 0 . 0 0  p e r  d a y  = 9 6 0 . 0 9  

F a i r b a n k s :  1 m e e t i n g

T r a n s p o r t a t i o n :  2 s t a f f  x $ 4 7 5 . 0 0  e a c h  = 9 5 0 . 0 0
P e r  D i e m :  2 s t a f f  3 d a y s  e a c h  0 $ 9 0 . 0 0

p e r  d a y  = 5 4 0 . 0 0

B o a r d  T r a v e l :

T r a n s p o r t a t i o n :  J u n e a u  m e e t i n g

3 m e m b e r s  f r o m  A n c h o r a g e  0 $ 4 0 0 . 0 0  e a c h  = 1 , 2 0 0 . 0 0
3 m e m b e r s  f r o m  F a i r b a n k s  § $ 4 7 5 . 0 0  e a c h  = 1 , 4 2 5 . 0 0

P e r  D i e m :  7 m e m b e r s  - 3 d a y s  e a c h  0 $ 8 0 . 0 0

p e r  d a y  = 1 , 6 8 0 . 0 0

T r a n s p o r t a t i o n :  A n c h o r a g e  m e e t i n g
1 b o a r d  m e m b e r  f r o m  J u n e a u  0 $ 4 0 0 . 0 0  e a c h

x 2 m e e t i n g s  = 8 0 0 . 0 0
3 b o a r d  m e m b e r s  f r o m  F a i r b a n k s  0 $ 2 5 0 . 0 0

e a c h  x 2 m e e t i n g s  = 1 , 5 0 0 . 0 0

P e r  D i e m :  7 b o a r d  m e m b e r s  3 d a y s  e a c h  x

2 m e e t i n g s  @ $ 8 0 . 0 0  p e r  d a y  = 3 , 3 6 0 . 0 0



T r a n s p o r t a t i o n :  F a i r b a n k s  m e e t i n g  

1 b o a r d  m e m b e r  f r o m  J u n e a u  @ $ + 7 5 . 0 0  =

3 b o a r d  m e m b e r s  f r o m  A n c h o r a g e  0 $ 2 5 0 . 0 0  e a c h  

P e r  D i e m :  7 b o a r d  m e m b e r s  0 $ 9 0 . 0 0  p e r  d a y  x 

3 d a y s  e a c h  =

4 7 5 . 0 0

7 5 0 . 0 0

1 , 8 9 0 . 0 0

I n v e s t i g a t o r  T r a v e l :

F a i r b a n k s :  1 I n v e s t i g a t o r  - 1 a i r l i n e  t r i p  

p e r  m o n t h  0 $ 3 0 0 . 0 0  x 6 m o n t h s  =

P e r  D i e m :  8 d a y s  p e r  m o n t h  0 $ 9 0 . 0 0  p e r  d a y  

x 6 m o n t h s  =

1 , 8 0 0 . 0 0

4 , 3 2 0 . 0 0

J u n e a u / A n c h o r a g e :  2 I n v e s t i g a t o r s  1 .5 a i r ­

l i n e  t r i p s  p e r  m o n t h  e a c h  0 $ 3 0 0 . 0 0  x 6 m o n t h s  

P e r  D i e m :  8 d a y s  p e r  m o n t h  p e r  I n v e s t i g a t o r  

0 $ 8 0 . 0 0  p e r  d a y  x 6 m o n t h s  =

T O T A L  T R A V E L :

5 , 4 0 0 . 0 0

7 , 6 8 0 . 0 0  

$ 36 , 330 . 00

300 C O N T R A C T U A L  ( E s t i m a t e d  c o s t s )

P o s t a g e ,  t e l e p h o n e  a n d  o p e r a t i n g  c o s t s ,  3 

I n v e s t i g a t o r s  @ $ 2 5 0 . 0 0  p e r  m o n t h  eacli x

6 m o n t h s  = $ 4 , 5 0 0 . 0 0

I n v e s t i g a t o r  L e a s e d  V e h i c l e s ,  d r y  , IV/Mai nt c n a n c c  :

J u n e a u :  1 v e h i c l e  0 $ 4 2 5 . 0 0  p e r  montli x 6
m o n t h s =  2 , 5 5 0 . 0 0

A n c h o r a g e :  1 v e h i c l e  0 $ 4 1 0 . 0 0  p e r  m o n t h
x 6 m o n t h s  = 2 , 4 6 0 . 0 0

F a i r b a n k s :  1 v e h i c l e  0 $ 5 4 0 . 0 0  p e r  m o n t h

x 6 m o n t h s  = 3 , 2 4 0 . 0 0

F u e l :  3 l e a s e d  v e h i c l e s  0 e s t i m a t e d  $ 1 7 5 . 0 0

p o r  m o n t h  e a c h  x 6 m o n t h s  = 3 , 1 5 0 . 0 0

D i s c i p l i n a r y  H e a r i n g s :

E s t i m a t e d  36 h e a r i n g s  u n d e r  t h e  A d m i n i s t r a t i v e

P r o c e d u r e  A c t  f o r  d i s c i p l i n a r y  s a n c t i o n s  w i t h
an e s t i m a t e d  c o s t  p e r  h e a r i n g  0 $ 2 , 0 0 0 . 0 0  = 7 2 , 0 0 0 . 0 0

T O T A L  C O N T R A C T U A L :  $ 8 7 , 9 0 0 . 0 0

4 0 0  C O M M O D I T I E S  ( E s t i m a t e d  c o s t s )

S t a t i o n e r y ,  T y p e w r i t e r  r i b b o n s ,  p e n s ,  p e n c i l s ,  

t a b l e t s ,  a n d  o t h e r  m i s c e l l a n e o u s  d e s k  t o p  

s u p p l i e s :  3 I n v e s t i g a t o r s  0 $ 1 0 0 . 0 0  p e r

m o n t h  e a c h  x 6 m o n t h s  = 1 , 8 0 0 . 0 0



wsmp?<\

5 0 0  E Q U I P M E N T  ( O n e  t i m e  c o s t  - FY '85 o n l y -  b a s e d  on e s t i m a t e d
J u n e a u  c o s t s  f o r  FY ’85)

3 I n v e s t i g a t o r s -  J u n e a u ,  A n c h o r a g e  a n d  F a i r b a n k s :

3 D e s k s ,  d o u b l e  p e d e s t a l ,  6 0 "  x 3 0"

0  $ 5 6 8 . 2 2  e a c h  = $ 1 , 7 0 4 . 6 6

5 C h a i r s ,  E x e c u t i v e  S w i v e l ,  w i t h  a r m s

0 $ 31 3. 30 e a c h  = 9 39. 9  0

5 T y p e w r i t e r s ,  I B M  C o r r e c t i n g  S e l e c t r i c  w i t h

d u a l  p i t c h ,  1 5 . 5  i n c h  p a p e r  c a p a c i t y  0 $ 1 , 3 6 9 . 3 6

e a c h  = 4 , 1 0 8 . 0 8

3 T y p e w r i t e r  T a b l e s  0 $ 1 3 5 . 6 5  e a c h  = 4 0 6 . 9 5

3 C a l c u l a t o r s ,  D e s k ,  p r i n t i n g  a n d  d i s p l a y ,

12 d i g i t ,  0  $ 3 6 4 . 6 6  e a c h  = 1 , 0 9 3 . 9 8

3 C h a i r s , S i d e  w i t h o u t  a r m s ,  c o n t o u r  s t y l e

0 $ 1 1 4 . 6 0  e a c h  = 3 4 3 . 8 0

3 R e c o r d i n g  M a c h i n e s ,  L a n i e r ,  p o r t a b l e

0 $ 7 7 5 . 8 7  e a c h  = 2, 32 7.6 1

3 B o o k  C a s e s ,  w i t h  a d j u s t a b l e  s h e l v e s  (3)

0  $ 1 6 4 . 6 9  e a c h  = 4 9 4 . 0 7

3 F i l e  C a b i n e t s ,  5 d r a w e r ,  l e g a l  w i t h  l o c k
0  $ 4 0 6 . 9  1 e a c h  = 1 , 2 2 0 . 7 5

T O T A L  E Q U I P M E N T  C O S T S :  $ 1 2 , 6 3 9 . 7 8

6 00 L A N D  5 S T R U C T U R E S  ( E s t i m a t e d  c o s t s )

O f f i c e  s p a c e  f o r  3 I n v e s t i g a t o r s :

J u n e a u :  150 s q u a r e  f e e t  0  $ 2 . 2 5  p e r  f o o t  $ 2 , 0 2 5 . 0 0

p e r  m o n t h  x 6 m o n t h s  =

A n c h o r a g e :  150 s q u a r e  f e e t  0  $ 2 . 0 0  p e r  f o o t

p e r  m o n t h  x 6 m o n t h s  = 1 , 8 0 0 . 0 0

F a i r b a n k s :  1 5 0  s q u a r e  f e e t  0  $ 2 . 5 0  p e r  foot

p e r  m o n t h  x 6 m o n t h s  = 2 , 2 5 0 . 0 0

T O T A L  L A N D  $ S T R U C T U R E S  C O S T :  $ 6 , 0  7 5 . 0 0

T O T A L  O P E R A T I N G  C O S T S :  $ 2 1 7 , 3 4 6 . 1 1



TOTAL COST

FUND INC SOURCERECEIPT CODE

Federal Receipts 1002

C.F. Match

Ccncrol Funds 

I-A Receipts

Program Receipts 1028

Other

FOR HAM USE ONLY 

4A KEY NUMBER

W J .J .T U M I IW
RANGE/STEP

18A

.APPRPV PISAPPFORM 12 PACE/LINE

ELECTION DISTRICTLOCATION
AWA

JUSTIFICATION

m w i

WMJBHIim U U U M I—

13 REQUEST FOR 
NEW POSITION

Um i M I I L U J M t
01-1 156 (7/031 - 15

AGENCY Commerce and Economic Development

Consumer Protection 
PkOGRAM  ----------------------------------

BRU Occupational Licensing 

COMPONENT Investigations________________________ Revised Date

41,627.90

I
sr.UTIL. I 'B U tt lH B B W I
POSITION TITLE

Investigator III
POSITION STAFF MONTHS 

6

CONTINUATION LEVEL i n

RP NUMBER

ADDITION

PCN NUMBER

4. TYPE OF EXPENDITURE

1 2

PERSONAL SERVICES

5. Salary 1 7 ,7 9 0 .on
6. Benefi ts 2.905.11
7. Supplemental Benefits 1.090.53
8. Fixed Benefits 1.364.10 .
9. TOTAL PERSONAL SERVICES 01

10. Travel 02

11. Contractua1 03

12. Commodi tics 04

13. Equipment 05 ;

14. Other -Innd & structures

'aF5uDFTT

23,149.74

6,540.00

5 ,100.00

600.00

4,213.16

2,025.00

41,627.90

This position would be necessary to implement the 

provisions of HB 610, which creates the Board of 

Builders and transfers investigations and enforce­

ment of Construction Contractor statute, AS 08.18, 

and regulations adopted to implement the statute, 

from the Department of Labor to the Department of 

Commerce and Economic Development. This would be a 

seasonal position of 6 months duration to conduct 

investigations into alleged violations of AS 08.18, 
and of alleged violations of the regulations and 

orders of the Board of Builders during the peak 

months of the construction season.



j 1*
POSITION TITLE

InvestiEator III

2.
T Y P ^ f  POSITION STATF MONTHS 

6
RP NUMBER PCN NUMBER

3. CONTINUATION LEVEL | | ADDITION |

<♦. TYPE Of EXPEND 11URE AMOUNT

1 2 3

PERSONAL SERVICES

17,790.00

23,148.74

5. Salary

6. Benefits 2,905.11
7. Supplemental Benefits 1,090.10

\ 8. Fixed Benefits 1,364.10

9. 10IAL PERSONAL SERVICES 01

10. Travel 02 6,540.00

11. Contractual 03 5,010.00
12. Commodities 0<» 600.00
13. Equipment 05 4,213.26
14. Other- land & structures 1,800.00
15. TOIAL COST " ;m  . u o

II
RECEIPT CODE FUNDING SOURCE

16. Federal Receipts 1002

17. G.F. Match 1003

18. Cencral Funds 1004 41,312.00

19.

20.

l-A Receipts 1005

Program Receipts 1028

21. Other

!;XvX
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CGU
LOCATIONEBA

FORM 12
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ELECTION DISTRICT

GOV,

LEG/,

U I M I W
A^ROV. DlSAPp.

JUSTIFICATION

This position would be necessary to implement the 

provisions of HB 610, which creates the Board of 

Builders and transfers investigations and enforce­

ment of Construction Contractor statute, AS 08.18, 

and regulations adopted to implement the statute, 

from the Department of Labor to the Department of 

Commerce and Economic Development. This would be a 

seasonal position of 6 months duration to conduct 

investigations into alleged violations of AS 08.18, 

and of alleged violations of the regulations and 

orders of the Board of Builders during the peak 

months of the construction season.
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Investigator III

2.
typM f p o s i t i o n STAFF MONTHS 

6
RP NUMBER PCN NUMBER

3. CONTINUATION LEVEI j | AUDITION j |

<t. TYPE OF EXPLNUI1URE AIIOUNT

1 2 3

PERSONAL SERVICES

20,364.005. Sa1ory

6. Bcnef its 3,325.44

7. Supplemental Benefits 1,248.31 I

8. Fixed Benefits 1.364.10
9. TOTAL PERSONAL SERVICES 01 23,301.85

10. Travel 02 6 , 1 2 0 . 0 0

11. Contractua1 03 5,790.00

12. Commodi ti es 04 600.00

13. Equipment 05 4,213.26

Id. Other - land & structures 2,250.00

15. TOTAL COST 42,275.11

FOR ASM USF. ONLY 

4A KEY NUMBER

■Il iU U l
RANGE/STEP
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nRU PRIORITY
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FORM 12 PACE/LINE
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RECEIPT CODE FUND INC SOURCE

16. Federal Receipts 1002

17. G.F. Match TLJ3

18. Ceneral Funds 1004 42.275.11
19. l-A Receipts 1C05

20. Program Receipts 1028

21. Other

JUSTIFICATION

This position would be necessary to implement the 

provisions of HB 610, which creates the Board of 

Builders and transfers investigations and enforce­

ment of Construction Contractor statute, AS 08.18, 

and regulations adopted to implement the statute, 

from the Department of Labor to the Department of 

Commerce and Economic Development. This would be a 

seasonal position of 6 months duration to conduct 

investigations into alleged violations of AS 08.18, 

and of alleged violations of the regulations and 

orders of the Board of Builders during the peak 

months of the construction season.
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f b r i U J O r r t v v r f  J
HB 610 (L&C)

S e c t i o n  5 , Page 2 ,  L i n e  13;

Adds a new s e c t i o n  a u t h o r i z i n g  th e  D epa r tm en t  o f  Commerce and 

E conom ic  D eve lopm en t e n fo rc e m e n t  and c i t a t i o n  pow e rs .

S e c t i o n  6 , Page 3, L i n e  15 and S e c t i o n  7 , L i n e  25 and 26:

T h i s  s u b s e c t io n  a d d re s s e s  t h e  a u t h o r i t y  o f  t h e  c o m m is s io n e r  o f  

l a b o r  b u t ,  adds " o r  t h e  c o m m is s io n e r  o f  commerce and econom ic  

d e v e lo p m e n t " .

R E C O M M E N D A T I O N :

E i t h e r  t h e  D epa rtm en t o f  L a b o r  o r  t h e  D epa rtm en t o f  Commerce 

and E conom ic  D eve lopm en t have  e n fo rc e m e n t  and c i t a t i o n  a u t h o r i t y  

b u t ,  n o t  b o t h .  T h i s  w ou ld  h e lp  a v o id  t h e  p o t e n t i a l  f o r  c o n f l i c t i n g  

r e g u l a t i o n s  and a c t i o n s .

S e c t i o n  3, Page 1 , L i n e  29:

Adds t h a t  a l l  a d v e r t i s i n g  and c o n t r a c t s  a r e  t o  in c l u d e  th e  

r e g i s t r a t i o n  number.

R E C O M M E N D A T I O N ;

M os t  t e le p h o n e  y e l l o w  page a d v e r t i s e m e n t s  a r e  p re p a re d  lo n g  i n  

a d v an ce .  The e f f e c t i v e  d a te  o f  t h i s  b i l l  i s  J u l y  1 , 1984 t h e r e f o r e  

any  a d v e r t i s i n g  a p p e a r in g  i n  a t e le p h o n e  book a f t e r  t h a t  d a te  

w ou ld  be i n  v i o l a t i o n .  An e f f e c t i v e  d a te  o f  J a n u a ry  1 , 1986 

f r r  S e c t i o n  3 w ou ld  a v o id  t h i s  p ro b le m .

S e c t i o n  1, Page 1, L i n e  12 and 13;

The word  " p e r s o n "  i s  u sed .  I t  i s  u n c le a r  i f  " p e r s o n "  means 

an i n d i v i d u a l  p e r s o n  h i r e d  t o  do some w ork  o r  a f i r m  t h a t  i s  

a s p e c i a l t y  c o n t r a c t o r .



RECOMMENDATION:

The language be clarified to indicate that this section is 

addressing the hiring of a specialty contractor firm and not 

and an individual person.
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S T A T E  O F  A L A S K A  1 9 8 4  L E G I S L A T I V E  S E S S I O N
F I S C A L  N O T E

Revision Date: March 28, 1984

REOUEST
Bill/Resolution No.: OS HB 610
Title: "An Act relating to

FISCAL DETAIL
Agency Affected: Commerce & Econ. Dev.

’ Program Category Affected:________________
Construction Contractor ___________ Public Protection___________________________

Sponsor:Labor & Commerce Committee BRU, Program or Subprogram!S) Affected:
RequestorLabor & Commerce Comm. 
Date of Request:3/28/84

Occupational Licensing

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES 0 72.6 76.2 80.0 84.1 88.2
200 TRAVEL 0 19.2 20.2 21.2 22.2 23.3
300 CONTRACTUAL 0 15.8 16.6 17.4 18.3 19.2
400 SUPPLIES 0 1.8 1.9 2.0 2.1 2.2
500 EQUIPMENT 0 12.6 -0- -0- -0- - 0 -
600 LAND & STRUCTURES 0 5.9 6.1 6.4 6.7 7.1
700 GRANTS, CLAIMS 0 - 0 - -0- -0- -0- - 0 -

800 MISCELLANEOUS 0 -0- -0- -0- -0- -0-
TOTAL OPERATING 0 1.2 7.9 121.0 127.0 133.4 140,0.

CAPITAL 0 0 L  u 0 0

I REVENUE 0 0 0 0 0 0 1

FUNDING: (Thousands of Dollars)

CENERAL FUND 0 127.9 121.0 127.0 133.4 140.0
FEDERAL FUNDS )

OTHER 1

TOTAL 0 127.9 121.0 127.0 133.4 140.0

POSITIONS:
FULL-TIME 1
PART-TIME 0 3 3 3 .3 3
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

NOT IDENTIFIED BY THE SPONSOR

ANALYSIS: Attach a separate-page for analysis SEE ATTACHMENTS
4 /  fW U lL

Prepared By: Darrell Miller Phone: 4 6 5 - 2 5 3 5

Division: Occupational L i c e n s i n g  Date: '3/28/84

Approved by Commissioner: Richard A. Lyon__________Date:
Agency: Commerce & Economic Development ~ ~

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



FISCAL ANALYSIS 

CS HB 610

Assumptions:

This bill does not address the registration or renewal fee structure, 

as specified in AS 08.18.041, therefore no fiscal impact would be 

incurred on revenue generated by licensing.

This bill does provide for civil penalties for violations, however 

it would be extremely difficult to project any revenue generated 

from civil penalties imposed under the provisions of this bill.

A  fiscal impact would be incurred on revenue generated from civil 
penalties.

The provisions of this bill transfers the enforcement responsibility 

for the construction contractor statute and regulations from the 

Department of Labor to the Department of Commerce and Economic 

Development. This will require additional investigative personnel 

for this activity and travel and per diem costs would be incurred 
for investigations as well as personal services.



CS H O U S E  B I L L  NO. 610

100 PERSONAL SERVICES: (FY '84 salary schedule with a 5%

inflation factor projected)

2 Investigators, Range 18A, General Goverment,

Seasonal - 6 months each (April through September) 

located in Anchorage

1 Investigator, Range 18E, General Goverment,

Seasonal - 6 months (April through September) 

located in Fairbanks

Total Personal Services:

200 TRAVEL: (Estimated)

Anchorage: 2 Investigators - 1.5 airline trips

per month each @ $300.00 x 6 months

Per Diem: 8 days per month per Investigator @

$80.00 per clay x 6 months

Fairbanks: 1 Investigator - 1 airline trip per

month @ $300.00 x 6 months

Per Diem: 8 days per month @ $90.00 per day x 6 months

Total Travel Costs:

300 CONTRACTUAL: (Estimated)

Postage, telephone and operating costs: 3 Investigators 

@ $250.00 per month each x 6 months

Investigator Leased vehicles, dry W / M a i n t e n a n c e :

Anchorage: 2 vehicles @ $410.00 per month each x 6 months 

Fairbanks: 1 vehicle @ $540.00 per month x 6 months

Fuel: 3 leased vehicles estimated @ $175.00 per month

each x 6 months

Total Contractual Costs:

$46,299.48

26,301.85

$72,601.33

$ 4,400.00

7.680.00

1.800.00 

4,320.00

$19,200.00

$ 4,500.00

4.920.00

3.240.00

3.150.00 

$15,810.00



400 C O M M O D I T I E S : ( E st im at ed costs)

Stationery, typ- writer ribbons, pens, pencils, tablets

and other miscellaneous desk top supplies: 3 Investigators

@ $100.00 each per month x  6 months $1,800.00

500 E Q U I P M E N T : (One time cost - FY ’85 only)

3 Investigators: 2 Anchorage and 1 Fairbanks:

3 desks, double pedestal, 60" x 30" @ $568.22 each $ 1,704.66

3 chairs, executive swivel, with arms, @ $313.30 each 939.90

3 typewriters, IBM correcting Selectric with dual pitch,

15.5 inch paper capacity @ $1,369.36 each 4,108.08

3 typewriter tables @ $135.65 each 406.95

3 calculators, desk, printing and display, 12 digit,

@ $364.66 each 1,093.98

3 chairs, side without arms, contour style, @ $114.60 each 343.80

3 recording machines, portable, Lanier, @ $775.87 each 2,327.61

3 bookcases with 3 adjustable shelves @ $164.69 each 494.07

3 file cabinets, 5 drawer, legal with lock, @ $406.91 each 1,220.73

Total Equipment Cost: $12,639.78

600 LAND & STRUCTURES: (Estimated Costs)

Office Space:

Anchorage: 2 Investigators - 150 square feet @ $2.00 per

foot each per month x 6 months $3,600.00

Fairbanks: 1 Investigator - 150 square.feet @ $250.00

per foot per montli x 6 months 2,250.00

Total Land & Structures Cost: $5,850.00

TOTAL OPERATING COST: £127A 901.11



1.
P0SI1 To H TITLE 

Investigator III

7.
TYPE or POSITION 
SET

rrinr i miiat m u  i cur

STATF MONTHS 
6

i 1 1 Ann

HP NUMBER 

IT ION 1 1

PCN NUMUER

J •
4 . TYPE Of EXPEND 1IURE AlibUIII

1 7 3
PERSONAL SERVICES

17,790.00

23,148.74

5 . Salary

6 .
7'.

Benef i ts 2,yub.ii

Supplemental Benefits 1,090.10
8. Fixed Benefits 1,364.10

9. 10IAL PERSONAL SERVICES 01

10. Travel 02 b,34u.uu

11. Contractual 03 5,010.00

12. Commodities 04 600.00

13.1 Equipment 05 4,213.26

14. Other - Land & Structures 1,800.00

15.| TOTAL COST 41,312.26

II X-X-X'X-XnX ^ ’X’X'Xv Xv X v X v X x X v X v .v .

RECEIPT CODE FUND INC SOURCE

16. Federal Receipts 1002

17. G.F. Match 1003

18. Ceneral Funds 1004 41,312.26

_19_.
20.

l-A Receipts 1005

Program Receipts 1028

21. Other

FOR BAM USE ONLY 

4 A KEY HUMBER------- " --------
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URU PRIORI TV

GGU
LOCAI I OH 

EBA
EI.ECT I OH DISTRICT

GOV;
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. AWRBV.
w n f
DlSAPP.

JUST IFICATION

This position would be necessary to implement the 

provisions of CS HB 610, which transfers the invest­

igations and enforcement of Construction Contractor 

statute, AS 08.18, from the Department of Labor to the 
Department of Commerce and Economic Development. This 

would be a seasonal position of 6 months duration to 

conduct investigations into alleged violations of 

AS 08.18 and alleged violations of the regulations in 

12 AAC 21, adopted to implement the provisions of 

AS 08.18, during the peak months of the construction 
season.
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POSITION TITLE 

Investigator III

RANGE/STEP

18A

BARG. UNIT 

GGU

FORM 12 PACE/LINE
COY.v.;:

;APPRpV. DlSAPP

TYPE OF POSITION 
SET

STAFF MONTHS 
6

RP NUMBER PCN NUMUER IJRU PRIORITY LOCATION

EBA
ELECTION DISTRICT

LEG.

FOR HAM USE ONLY 

'tA KEY NUMBER

TYPE OF EXPENJIIURE AfioUNI

i 7 3

PERSONAL SERVICES
1 7 ,7 90. 005. Salary

6. Benef i ts z, y u b . i i

7. Supplemental Benefits 1 , 0 9 0 . 1 0

8. Fixed Benefits 1 , 3 6 4 . 1 0 no 1 /, Q 7/,
9. 101AL PERSUNAL SERVICES 01

Z j ) l ^ 4 0  • /4

10. Travel 02 b , 540.00

11. Contractua1 03 5,01 0.0 0

12. Commodi ti es O') 600.00

13. Equipment 05 4,213.26

n . Other - Land & Structures 1,80 0.0 0

15. TOTAL COST 41,312.2"’

RECEIPT CODE FUNDINC SOURCE

16. Federal Receipts 1002

17. C.F. Match 1003

18.

19!

General Funds IOO'i 4 1 ,3 12. 26

l-A Receipts 1005

JO.

21.

Program Receipts 1028

Other

This position would be necessary to implement the 

provisions of CS HB 610, which transfers the invest­

igations and enforcement of Construction Contractor 

statute, AS 08.18, from the Department of Labor to the 

Department of Commerce and Economic Development. This 

would be a seasonal position of 6 months duration to 

conduct investigations into alleged violations of 

AS 08.18 and alleged violations of the regulations in 

12 AAC 21, adopted to implement the provisions of 

AS 08.18, during the peak months of the construction 
season.
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____________
— IB— EWBP1 m .

 •;________

Investigator III

TYPE OF POSITION 
SFT

STAFF MONTHS 
6

RP NUMBER

CONTI HUAI ION LEVEL J | ADDITION 1 ' '
IYPE OF EXPENDITURE

PERSONAL St..VICES

Sa 1 ary

Benef i ts

Supplemental Benefits

Fixed Benefits

20,364.00

3,325.44

1,248.31

1,364.10
TOTAL PERSONAL SERVICES

Travel

Contractual

Commodi ti es

Equipment

Other - Land & Structures

T01AL COST

26,301.85
6 ,1 2 0 .0 0
5,790.00

600.00

4,213.26

2,250.00

457275:II

JUSTIFICATION

This position would be necessary to implement the 

provisions of CS HB 610, which transfers the invest­

i g a t i o n s  and enforcement of Construction Contractor 

statute, AS 08.18, from the Department of Labor to the 

Department of Commerce & Economic Development. This 

would be a seasonal position of 6 months duration to 

conduct investigations into alleged violations of 

AS 08.18, and alleged violations of the regulations 

in 12 AAC 21, adopted to implement the provisions of 

AS 08.18, during the peak months of the construction 

season.

RECEIPT CODF.

C.F. Match 1003

45,275.11

Program Receipts 1028

Other

General Funds 

l-A Receipts
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M arch  27, 1984

POUCHY STATE CAPITOl 

JUNEAU. AtASKA 9 0 8 11 
1 0 7  .165 3 8 0 0

SUBJECT: C o n s t r u c t io n  c o n t r a c t o r s
(CSHB 610 (L&C))

TO: R e p r e s e n t a t iv e  John  Cowdery
Cha irm an , House L a b o r  and Commerce Comm ittee

FROM: Tamara B ra n d t  Cooky
Deputy D i r e c t o r  \
D i v i s i o n  o f  L e g a l  S e r v ic e s

Here i s  the  s e c t io n  by s e c t i o n  a n a l y s i s  t h a t  you re q u e s te d  
o f  th e  d r a f t  CSHB 610(L&C).

S e c t io n  1 makes i t  u n la w fu l  f o r  a g e n e ra l  c o n t r a c t o r  to  
a u t h o r i z e  a p e rson  to  b e g in  work  as a s p e c i a l t y  c o n t r a c t o r  
u n le s s  the  p e rso n  i s  r e g i s t e r e d .

S e c t io n  2 p r o h i b i t s  the  c om m iss io n e r  o f  commerce and econom- 
i c  deve lopm ent from  i s s u i n g  a r e g i s t r a t i o n  o r  renew ing  a 
r e g i s t r a t i o n  o f  an a p p l i c a n t  whose r e g i s t r a t i o n  has been 
re vo ked  o r  suspended o r  a g a in s t  whom a f i n e  has been imposed 
u n t i l  the  p e r io d  o f  r e v o c a t io n  o r  s u s p e n s io n  has e x p i r e d  and 
th e  f i n e  has been p a id .

S e c t io n  3 r e q u i r e s  t h a t  a d v e r t i s i n g  and c o n t r a c t s  in c lu d e  
the  c o n t r a c t o r ' s  r e g i s t r a t i o n  number.

S e c t io n  4 r a i s e s  the  amount o f  bonds to  $10 ,000  f o r  a g en e r -  
a l  c o n t r a c t o r  and $5 ,000  f o r  a s p e c i a l t y  c o n t r a c t o r .

S e c t io n  5 r e q u i r e s  the  departm en t o f  commerce and econom ic  
deve lopm ent to  p r o v id e  i n v e s t i g a t i v e  s e r v i c e s  to  e n fo r c e  AS
0 8 .1 8 .  A peace o f f i c e r  o r  employee d e s ig n a te d  to  condu c t  
i n v e s t i g a t i o n s  may i s s u e  a c i t a t i o n  f o r  a v i o l a t i o n  o f  AS
08 .1 8 .  Each day a v i o l a t i o n  c o n t in u e s  i s  a s e p a ra te  
v i o l a t i o n .  The Supreme C o u r t  i s  r e q u i r e d  to  e s t a b l i s h  a 
s c h e d u le  o f  b a i l  amounts f o r  v i o l a t i o n s .  A p e r so n  c i t e d  may 
d e l i v e r  to  the  c l e r k  o f  th e  c o u r t  i n  w h ich  th e  c i t a t i o n  i s  
f i l e d  the  amount o f  b a i l  and a copy o f  the  r r t a t i o n



R e p r e s e n t a t i v e  J o h n
P a g e  2
M a r c h  27, 1 9 8 A

i n d i c a t i n g  t h a t  th e  r i g h t  to  an appea rance  i s  w a iv e d ,  a p le a  
o f  no c o n t e s t  e n te re d ,  and b a i l  i s  f o r f e i t e d .  F o r f e i t u r e  o f  
b a i l  i s  a com p le te  s a t i s f a c t i o n  f o r  th e  v i o l a t i o n .  I f  th e  
p e rso n  c i t e d  f a i l s  t o  pay th e  b a i l  amount o r  t o  appea r i n  
c o u r t ,  the  c i t a t i o n  i s  c o n s id e re d  a summons f o r  a 
m isdem eanor.

S e c t io n  6 a l lo w s  th e  com m iss io n e r  o f  commerce and econom ic  
deve lopm ent as w e l l  as th e  c om m iss io n e r  o f  l a b o r  to  p r o h i b i t  
a p e r s o n  from  engag ing  i n  a c t i o n  as a c o n t r a c t o r  i n  c e r t a i n  
s i t u a t i o n s .

S e c t io n  7 a l lo w s  a p e rso n  a f f e c t e d  by an o r d e r  i s s u e d  by the  
com m iss io no r  o f  commerce and econom ic d eve lo pm en t ,  as w e l l  
as th o se  a f f e c t e d  by an o r d e r  from  th e  c o m m iss io n e r  o f  
l a b o r ,  to  seek  e q u i t a b le  r e l i e f .

S e c t i o n  8 a l lo w s  th e  com m iss io ne r  o f  commerce and econom ic 
deve lopm ent as w e l l  as the  c om m iss io n e r  o f  l a b o r  to  seek  an 
i n j u n c t i o n  a g a in s t  a p e rso n  a c t in g  i n  th e  c a p a c i t y  o f  a con ­
t r a c t o r  i n  v i o l a t i o n  o f  AS 0 8 .1 8 .  A c i v i l ,  p e n a l t y  n o t  to  
exceed  $250 may be imposed f o r  each  v i o l a t i o n  and each day 
t h a t  an u n la w fu l  a c t  c o n t in u e s  i s  a s e p a ra te  v i o l a t i o n .

S e c t io n  9 p r o v id e s  t h a t  a p e rson  a c t i n g  i n  th e  c a p a c i t y  o f  a 
c o n t r a c t o r  i n  v i o l a t i o n  o f  AS 08 .18  i s  g u i l t y  o f  a c l a s s  A 
m isdem eanor. A c l a s s  A m isdemeanor i s  p u n is h a b le  by a term  
o f  im p r iso nm en t  o f  n o t  more than  one y e a r  and by  a f i n e  o f  
n o t  more than  a $5 ,000 .

S e c t io n  10 p r o h i b i t s  a s t a t e  agency , c o r p o r a t io n  o r  a u th o r -  
i t y  from  le n d in g  money f o r  c o n s t r u c t i o n  o f  a p r o j e c t  t h a t  i s  
c o n s t r u c t e d  in  v i o l a t i o n  o f  AS 0 8 .1 8 .0 1 1  and r e q u i r e s  the  
le n d in g  i n s t i t u t i o n  to  make r e a s o n a b le  e f f o r t s  to  d e te rm in e  
w he th e r  c o n s t r u c t i o n  i s  p ro c e e d in g  i n  a c c o rd a n ce  w i t h  t h a t  
s e c t i o n  b e fo r e  r e l e a s in g  money unde r  a c o n s t r u c t i o n  lo a n .

S e c t io n  11 adds a d e f i n i t i o n  o f  d epa r tm en t f o r  pu rpo se s  o f  
th e  c h a p te r .

S e c t io n  12 t i e s  the  e f f e c t i v e  d a te  to  th e  b e g in n in g  o f  th e  
new f i s c a l  y e a r .

TB C:oib
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M E M O R A N D U M

DATE: 29 March 1984

TO: R e p r e s e n t a t i v e  R ic k  U e h l in g

.FROM: John Geary

RE: D e n ta l  H y g ie n i s t s ,  CSHB 611

You have r e q u e s te d  t h a t  I  r e v ie w  CSHB 611 an a c t  r e l a t i n g  to  
d e n t i s t s  and d e n t a l  h y g i e n i s t s .  T h is  a c t ,  in t r o d u c e d  by 
R e p r e s e n t a t i v e  W a lt  F u rn a c e ,  c o n s i s t s  o f  41 s e c t io n s  w h ich  
d i v i d e  i n t o  t h r e e  m a jo r  t o p i c s .

1. S e c t i o n s  1-15 r e g u la t e  th e  p r a c t i c e  o f  d e n t a l  h y g i e n i s t s .

2. S e c t i o n s  16-21 r e g u la t e  th e  boa rd  o f  d e n t a l  e xam in e rs  who 
o v e rs e e  b o th  d e n t i s t s  and d e n t a l  h y g i e n i s t s .

3. S e c t io n s  22-41 amends th e  c u r r e n t  r e g u l a t i o n s  o f  d e n t i s t s .

F o r  su ch  an o v e r a l l  le n g th y  b i l l  i t  r e a d s  c o h e r e n t ly  and i s  
p o p u la r  w i t h  th e  d e n t i s t s  th e m se lv e s



M A R C H  29, 1984

TO: JOHN

FROM: KEN

RE: HB 611 "RELATING TO DENTISTS AND DENTAL HYGENT!STS"

HB 611 WOULD UPDATE THE CURRENT STATUTES WHICH GOVERN 

THE LICENSING, EXAMINATIONS, AND PRACTICES TO WHICH 

DENTISTS AND DENTAL HYGENTIST MUST COMPLY. THIS BILL IS 

INTENDED TO GIVE MORE CLARITY TO THOSE STATUTES WHICH 

COVER: LICENSES AND REGISTRATION, TESTING OF APPLICANTS, 

DISCIPLINARY SANCTIONS, AND THE OPERATION OF THE BOARD OF 

DENTAL EXAMINERS. TO DATE THE COMMITTEE HAS HELD ONE 

PUBLIC HEARING ON HB 611, AND SINCE THAT TIME

REPRESENTATIVES OF THE DIVISION OF LICENSING, THE BOARD OF 

DENATL EXAMINERS, THE ALASKA DENTAL SOCIETY, AND THE 

DENTAL HYGENTISTS SOCIETY, HAVE MET. IT IS MY

UNDERSTANDING THAT THE BASIC PROBLEMS HAVE BEEN WORKED 

OUT. DURING TO TODAYS SESSION I HOPE ANY OTHER 

NECESSARY CHANGES CAN BE MADE TO THE LEGISLATION.



Delete all references to certificate or registration. Retain the word 
license.

Page 1

Line 12 add current after "without a."

Line 12/13 delete all after [and a current certificate of registration]. 

Line 15 delete [and registration].

Lin® 16 delete [and registration].

Page 2

Line 5 delete [a professional dental cr dental hygiene association]. 
Insert [Another Dental Licensing jurisprudence].

Line 9 delete [and registration].

Page 3

Begin on Line 1. Oppose as unnecessary. The language can be restrictive 
to the board. The size of the board and number of applicants could be 
burdensome to meet this statutory requirement.

Line 18 add this new sentence [If the board has reason to believe the 
applicant cannot practice safely on a_ clinical patient ]T~

Line 20 delete [REGISTRATION AND].

Line 21 delete [If the applicant passes the examination].

Line 21 change "t" to "T".

Line 28 and 29 delete. Retain only the term of license or licensure.

Page 4

Line 6, 7 and 8 delete words "registration or registration certificate". 

Line 29 change to (5) license renewal fee.

Page 5 

Section 10

Line 19, 20 and 21 request the direct and indirect term be clarified.



Line 21 add (b) eliminate intra oral (Lois Reeder).

Section 11

Recommend the wording be changed to: (Begin on line 24) "The board
may revoke or suspend the license of a dental hygienist, after a hear­
ing, or may reprimand, censure, or discipline a licensee, if the board 
finds that the licensee...." This change would give the board the 
authority to act timely for minor infractions without threating the 
loss of a license.

L ine 28

(1) delete or change the word knowingly.

This causes an extra burden of proof on the disciplinary body.
It offers an affirmative defense or raises an issue that could 
cloud the main concern. It is fair to assume a licensee of this 
intelligence level would not participate in securing a license 
except by the same method the licensee applied.

Page 6

Line 1 add "or registration.."

Line 5 and 6 delete (3) as unnecessary. Item (2) of the same section
would cover the false or misleading advertising.

Line 6 delete [in violation of regulations adopted by the board].

Line 15 delete as over stating. "Severe" need not be stated if one is 
dependent on a substance such as alcohol or drugs so their reliability
to protect the public is a question.

Section 12

Delete Section 12 beginning on lino 25 continuing on to page 7, line
9. (Per Lois Reeder, and agreed by DOL).

Line 28 delete the word "Board." The board sits as the final judge 
they should not be the "investigators."

Page 7

Line 2 - Oppose. Prejudgment could be dangerous to fairness. The 
panel could recommend for reprimand or censure, not for hearing.



Page 9

Begins addressing AS 08.36 Dentist

Line 5 and 6 change after the word "state" who teaches or demonstrates 
clinical techniques at a_ seminar or 1 i mi ted course of instruction.

Line 9 to 11. Delete (4) instructors should be the first to be licensed.

Line 26 and 27 delete [FOR CAUSE] . Board members should be appointed 
and removed by the Governor.

Page 10 

Section 18

Line 1 change [is] to "may be"

Line 5 - change "once" to read four.

This would allow proper budgeting. If once or one the agency would 
be able to budget for one meeting.

Line 12 to 14 - Delete as unnecessary beginning with "The department

shall reimburse a member, etc...."

Page 11

L’ne 21 - This is fine, however, should it be required in statute?

Line 27 - Item (11). OK. However, the Association of Dental Hygienist

wanted to respond.

Line 28 add the word "specific" after for.

Line 29 change special to "specific" and after training add "as determined 

by.."

Page 12

Section 21

Oppose to and request deletion of lines 13 to 17. This not only circum­
vents state hiring procedures but dictates the service which the investi­

gator will serve under ("exempt").

The current system provides for investigation when funded. Contractual 
monies are available for hiring expert help in the professional 
evaluations when needed. At present, there is insufficient cases to 
have one investigator serve just the dental board.

-3-



The Dental Board requests change of the word "is a" to "has" on line 26 and 
line 27 after graduate add or will graduate.

Page 13

Section 24

Line 8 change [30] to 45.

Line 21 change [shall] to may. The board will have the latitude to 
follow the national acceptable standard; however, if the national stan­
dard falls below the State level, the board is not statutorily required 
to follow it.

Line 27 add "if the hoard has reason to believe the applicant cannot 
practice safely on a clinical patient.'1

Page 14

Line 5 add "regulation ofa"

Page 15 

Section 27

Line 1 delete "professional association peer review procedure."

Line 2 change "professional dental associat.jn" to ANOTHER DENTAL 

LICENSING JURISDICTION.

Section 29 (continues on to page 16)

(b) delete as unenforceable. Licensing should be as stated in the above 
AS 08.36.246(a)(1), (2) and (3) as all that is necessary.

Page 16

Section 30

Line 9 to 11 delete.

Opposed as increasing the number of board members.

Page 17 

Section 33

Line 17 to 22 (see prior recommendation Section 11)

Line 23 - Delete "knowingly."

L i n e  2 6  a n d  27

- 4 -



Line 16 delete the word severe.

Line 24 add "in violation of."

Line 26 add after "board" - through the Division of Occupational
Licensing

Reason - Board members are not always available.

Delete all of Section 34 beginning on page 18 and continuing to line 
12 of Page 19.

Page 21

Linp 11 add after "who" teaching or

Line 12 add after "a seminar or limited course of instructions."
Delete the word "meeting."

Line 15-17 - delete. The Dental Hygienist School requires a current 
licensed dentist (see AS 08.32.095(1)).

Page 22

Section 40

Delete. The purpose of this new section is unclear. It enables one 
to violate this chapter under research.

HDT/kkkB41
32884b

Page 18



V Sec. 08.36.140. Out-of-state examination. If an applicant requests the board to hold an examination outside 
the state, the board may require the applicjnt to pay the transportation costs to the members of the committee 
conducting the examination. (Sec 3 art 111 ch 186 SLA 1S55) ___________________

v'- Sec. 08.36.150. Examination in out-of-state dental schools. The examination committee, with the approval 
of the board, may conduct an examination in the clinic of an approved dental school within the continental 
limits of the United States and admit to the examination a dental student in iiis last year of school who would 
otherwise be eligible for admission to examination and licensing in the state upon completion of his education. 
(Sec 3 art III ch 186 SLA 1955)_____________________________________________

^ Sec. 08.36.170. Partial examination. A student at least 19 years of age who has satisfactorily completed regu­
lar courses of instruction in dentistry in at least two different school years at an approved dental school, and 
who is certified by the dean of the college as having satisfactorily completed the subjects included in Section I 
of the examination may take Section I of the examination. If the student passes Section I and subsequently 
takes the full examination, the requirements of Section I are waived. (Sec 5 art III ch 186 SLA 1955)

J Sec. 08.36.200. Waiver of written examination. The board may waive the requirement for written examina­
tion for an applicant who holds a certificate from the National Board of Dental Examiners that he has passed the 
theoretical or written examination given by the national board. (Sec 8(a) art III ch 186 SLA 1955)

Sec. 08.36.280. Temporary permit, (a) The board may issue a one year temporary permit without examina­
tion to an applicant to practice dentistry in a locality requested by the applicant if the locality is of the type 
specified in (2) of this subsection and the applicant

(1) meets the requirements of Sec 110 of this chapter; 1

(2) desires to practice dentistry in a city or rural village which does not have a resident licensed dentist in 
active general practice;

(3) has a license in good standing to practice dentistry in a state, territory, district or possession of the 
United States;

(4) tenders and pays the fee prescribed in AS 08.36.290(9).

(b) The board may authorize a temporary permittee to practice dentistry in more than one city or rural 
village of the type specified in (a)(2) of this section.

(c) The board may annually renew a tempom-' oermit upon written appliction of an applicant and upon 
payment of the prescribed fee if the applicant. ,ot committed an act which is a ground for revocation in 
Sec. 310 of this chapter, but in any case, within two years from issuance of his first temporary permit, the- 
applicant must pass a board exam.

(d) A temporary permit may be revoked, suspended .or annulled, or the permittee may be reprimanded, 
censured or disciplined by the board in the same manner and for the same cause as a licensed dentist under 
Sec. 310 of this chapter. j

(e) The board shall grant or deny an application for a temporary permit within 60 days after it is received. 
'(Sec 15 art III ch 186 SLA 1955; am Sec 4 ch 26 SLA 1965; am Secs 8, 9 ch 121 SLA 1972; am ch 59 SLA
1982)



MARCH 21 , 1984

TO : JOHN

FROM: KEN

RE: HB 611 "RELATING TO DENTISTS AND DENTAL HYCENTISTS"

HB 611 WOULD UPDATE THE CURRENT STATUTES WHICH GOVERN 

THE L IC EN S IN G , EXAM INAT IO NS , AND PRACTICES TO WHICH 

D ENT IS ITS  AND DENTAL HYGENTIST MUST COMPLY. TH IS  B ILL  IS 

INTENDED TO G IVE MORE CLAR ITY  TO THOSE STATUTES WHICH 

COVER : LICENSES AND REG ISTRA T IO N , TESTING  OF APPLICANTS ,

D ISC IPL IN ARY  SANCTIONS , AND THE OPERATION OF THE BOARD OF 

DENTAL EXAM INERS .

QUESTIONS:

1 . TH IS  B ILL  HAS A STRONG EMPHASIS ON D ISC IPL INARY ACT IO NS . 

IS THERE SERIOUS PROBLEMS IN THE INDUSTRY TODAY THAT 

WARRANTS TH IS  IN THE B ILL ?

2 . WHAT ARE THE FEELINGS ON TH IS  B ILL  OF THE DENTAL ASSO­

C IAT IO NS AND DENTAL SOCIETIES AROUND THE STATE ?

3 . PARAGRAPH D OF SECTION SEC. 11, PAGE 6 LINE 19 SUGGESTS 

A CONTINU ING  EDUCATION PROGRAM SHOULD BE IN PLACE. AT



THE PRESENT IS THERE A REQUIREMENT FOR CONTINU ING  

TION AND IF SO HOW IS IT  MEASURED ?

EDUCA-
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H O U S E  B I L L  NO. 6 1 1

F I S C A L  A N A L Y S I S :

A s s u m p t i o n s :  If a d o p t e d  i n  i t s  p r e s e n t  f o r m ,  t h i s  b i l l  w o u l d

r e q u i r e  r e g u l a t i o n s  b e  a d o p t e d  to i m p l e m e n t  t h e  

p r o v i s i o n s  o f  S e c .  17, p a r a g r a p h s  ( 1 0 ) ,  (12) a n d  

(1 3 ) ,  a n d  S e c .  27. T h i s  w o u l d  b e  a o n e  t i m e  c o s t  

f or FY '85 o n l y  f o r  t r a v e l  a n d  c o n t r a c t u a l  c o s t s .

Se c .  17, p a r a g r a p h  ( 1 1 ) ,  w o u l d  r e q u i r e  a c o n t i n ­
u i n g  c o n t r a c t u a l  c o s t  f o r  a d v e r t i s i n g  o f  a s u m m a r y  

o f  d i s c i p l i n a r y  a c t i o n s  b y  t h e  b o a r d .

2 0 0  T R A V E L

1 s t a f f  t r a v e l  t o  F a i r b a n k s  a n d  A n c h o r a g e  to 

c o n d u c t  p u b l i c  h e a r i n g s  o n  p r o p o s e d  r e g u l a t i o n s .

F a i r b a n k s :  T r a n s p o r t a t i o n  - 1 t r i p  $ 4 5 0 . 0 0

P e r  D i e m :  2 d a y s  @ $ 9 0 . 0 0  1 8 0 . 0 0

A n c h o r a g e :  T r a n s p o r t a t i o n  - 1 t r i p  3 7 5 . 0 0

P e r  D i e m :  2 d a y s  @ $ 8 0 . 0 0  1 6 0 . 0 0

T o t a l  $ 1 , 1 6 5 . 0 0

3 00 C O N T R A C T U A L

A d v e r t i s i n g  c o s t s  f o r  p u b l i c  n o t i c e s  o ^  

p r o p o s e d  r e g u l a t i o n s  a n d  p u b l i c  h e a r i n g s ;

3 m a j o r  n e w s p a p e r s ,  >nc t i m e  o n l y  X

$ 1 0 0 . 0 0  e a c h ,  ( o n e  ae c o s t  - FY '85 o n l y )  $ 3 0 0 . 0 0

A d v e r t i s i n g  cos * f o r  q u a r t e r l y  p u b l i c a t i o n  

o f  t h e  s u m m a r y  o f  d i s c i p l i n a r y  a c t i o n s ;  3 

m a j o r  n e w s p a p e r s ,  o n e  t i m e  o n l y  X $ 1 0 0 . 0 0  

e a c h  = $ 3 0 0 . 0 0  X 4 q u a r t e r s =  1 , 2 0 0 . 0 0
(7°o i n f l a t i o n  f a c t o r  p r o j e c t e d  for 

s u c c e e d i n g  f i s c a l  y e a r s )  T o t a l  $ 1 , 5 0 0 . 0 0
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PO UCHY STATE CAPITOI 
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907 465 3800

LEGISLATE AFFAIRS AGENCY

M E M O R A N D U M  M arch  20, 1984

SUBJECT: S e c t i o n a l  a n a l y s i s  o f  HCS CSHB 611
( D e n t i s t s  and D e n ta l  H y g ie n i s t s )

TO: R e p r e s e n t a t i v e  John  Cowdery
C h a irm a n , Labo rv  Commerce

FROM: T e re s a  B. Cramer
L e g i s l a t i v e  C o un se l

You have asked  f o r  a s e c t i o n a l  a n a l y s i s  o f  CSHB 611 (L& C ) . 
The b i l l  can be c o n s id e r e d  i n  t h r e e  p a r t s .  S e c t io n s  1-15 
amend AS 0 8 .3 2 ,  r e g u l a t i n g  th e  p r a c t i c e  o f  d e n t a l  
h y g i e n i s t s .  Many o f  the  amendments t r a n s f e r  l e g u l a t i o n s  
a p p ly in g  to  h y g i e n i s t s  b u t  c o d i f i e d  i n  AS 0 8 .3 6 ,  r e g u l a t i n g  
d e n t i s t s ,  i n t o  AS 08 .3 2 .

The second  s e t  o f  amendments, found  i n  s e c t io n s  16 -21 , r e ­
l a t e  to  the  Board  o f  D e n ta l  E xam in e rs  w h ich  r e g u la t e s  b o th  
d e n t a l  h y g ie n i s t s  and d e n t i s t s .

The t h i r d  p a r t  o f  th e  b i l l  amends th e  r e g u l a t i o n  o f  d e n t i s t s  
and i s  c o n ta in e d  i n  s e c t io n s  22 th ro u g h  41.

S e c t io n s  R e la t in g  to  D e n ta l  H y g ie n i s t s

S e c t io n s  1 and 2 C l a r i f y  th e  re q u i r e m e n t  t h a t  h y g ie n i s t s  be 
r e g i s t e r e d  as w e l l  as l i c e n s e d .

S e c t i o n  3 P e rm it s  d e n t a l  h y g i e n i s t s  l i c e n s e d  i n  a n o th e r  
s t a t e  to  a p p ly  f o r  a tem pora ry  l i c e n s e  p end in g  r e c e i p t  o f  
t h e i r  A la s k a  l i c e n s i n g  e x a m in a t io n  r e s u l t s .

S e c t i o n  5 C l a r i f i e s  the  c o m p o s i t io n  and c o n te n t  o f  the  
l i c e n s i n g  e x a m in a t io n .

S e c t io n s  6 and 7 C l a r i f y  the  re q u i r e m e n t  t h a t  r e g i s t r a t i o n s  
be renewed e v e ry  f o u r  y e a r s .  S e c t io n  7 i s  modeled on AS 
0 8 .3 6 .2 5 0  w h ich  c u r r e n t l y  a p p l i  s t o  h y g i e n i s t s  as w e l l  as 
t o  d e n t i s t s .



R e p r e s e n t a t i v e  John  Cowdery 
Page 2
March  20, 1984

S e c t i o n  8 The p e n a l t y  f o r  l a t e  re n e w a l u nde r  AS 
0 8 .0 1 .1 0 0 (b )  i s  $10.

S e c t i o n  9 G iv e s  th e  b oa rd  th e  power to  s e t  l i c e n s i n g  fe e s  
by r e g u l a t i o n .  AS 0 8 .36 .1 90  c u r r e n t l y  s e t s  f e e s  f o r  d e n t a l  
h y g i e n i s t s  and d e n t i s t s  by s t a t u t e .

S e c t io n  10 Adds r e f e r e n c e  i n  AS 0 8 .3 2 .1 1 0  to  re q u ire m e n t  
t h a t  h y g i e n i s t s  who a d m in is t e r  l o c a l  a n e s t h e t i c s  be c e r ­
t i f i e d .

S e c t i o n  11 P a ra g ra p h  (2) adds f r a u d u le n t  b i l l i n g  f o r  s e r ­
v i c e s  as a b a s i s  f o r  im p o s in g  d i s c i p l i n e .  P a ra g ra p h  (3) 
l i m i t s  d i s c i p l i n e  f o r  f a l s e  o r  m is le a d in g  a d v e r t i s i n g  to  
in s t a n c e s  i n  w h ic h  th e  a d v e r t i s i n g  v i o l a t e s  r e g u la t i o n s  
adop ted  by the  b o a rd .  P a ra g ra ph  (6 ) (D )  adds u n f i t n e s s  b e ­
cause  o f  f a i l u r e  to  keep in fo rm e d  o f  c u r r e n t  p r o f e s s i o n a l  
t h e o r i e s  and p r a c t i c e s  as g rounds f o r  im p o s in g  d i s c i p l i n e .

Se c t i o n  12 Adds a new s e c t io n  to  p r o v id e  t h a t  a p a n e l o f  
tn e  b oa rd  w i l l  s c re e n  consumer c o m p la in t s  b e fo r e  th e  com­
p l a i n t  re a ch e s  an a d j u d i c a t o r y  h e a r in g  unde r th e  A d m in i s t r a ­
t i v e  P ro c e d u re  A c t .

S e c t i o n  13 T r a n s f e r s  p r o v i s i o n s  i n  AS 0 8 .3 6 .3 2 0  to  AS 08 .32  
and adds language  i n  s u b s e c t io n  (c )  to  p e rm i t  the  b oa rd  to  
suspend  th e  l i c e n s e  o f  a d e n t a l  h y g i e n i s t  who r e f u s e s  to  
subm it  to  a p h y s i c a l  o r  m en ta l e x a m in a t io n .

S e c t io n  14 Makes f a i l u r e  to  com ply  w i t h  a r e g u l a t i o n  o f  the  
b oa rd  a v i o l a t i o n  and changes th e  p e n a l t y  f o r  a v i o l a t i o n  to  
a C la s s  B m isdemeanor ( p u n is h a b le  by a f i n e  o f  no more than  
$1000 (AS 1 2 .5 5 .0 3 5 )  and by im p r iso n m en t  f o r  no lo n g e r  than  
50 days (AS 1 2 .5 5 .1 3 5 ) .

S e c t io n  15 Adds new p r o v i s i o n s  m ode led  on AS 0 8 .36 .3 50  to  
p e rm i t  the  h y g i e n i s t s  l i s t e d  to  p r a c t i c e  w i t h o u t  a s t a t e  
l i c e n s e .  S u b s e c t io n  (b) h o ld s  th o se  d e n t a l  h y g ie n i s t s  to  
th e  same s ta n d a rd  o f  c a re  as l i c e n s e d  h y g i e n i s t s .

S e c t io n s  r e l a t i n g  to  th e  Board  o f  D e n ta l  E xam ine rs

S e c t i o n  16 Adds a re q u ire m e n t  t h a t  th e  d e n t a l  h y g i e n i s t  on 
the  Board  'o f  D e n ta l  E xam ine rs  have p r a c t i c e d  i n  A la s k a  f o r  
f i v e  y e a r s .
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S e c t io n  17 Adds language  t o  suspend  a d e n t i s t  o r  d e n t a l  
h y g i e n i s t  f rom  th e  b o a rd  i f  an a c c u s a t io n  a l l e g i n g  u n p r o f e s ­
s i o n a l  conduc t  has been f i l e d  u nde r  th e  A d m in i s t r a t i v e  P r o ­
cedu re  A c t .  The s u s p e n s io n  l a s t s  u n t i l  the. d e c i s i o n  o f  the  
b o a rd  i s  f i n a l  u nde r  AS 4 4 .6 2 .5 2 0 .

Se c t i o n  18 P e rm it s  a m a j o r i t y  o f  th e  b o a rd  to  c a l l  a m eet­
in g  i n  the  absence  o f  a c a l l  o f  th e  p r e s id e n t .

S e c t io n  19 Adds s p e c i f i c  a u t h o r i z a t i o n  f o r  th e  departm en t 
to  re im b u r s e  b o a rd  members f o r  e xpen se s .

S e c t io n  20 P a ra g ra ph  ( a ) ( 3 )  expands the  r e q u i r e d  c o n te n t  o f  
th e  b o a r d ' s  an n u a l r e p o r t .  P a ra g ra p h  ( a ) (10) r e q u i r e s  t h a t  
th e  b o a rd  p u b l i s h  in f o r m a t io n  abou t i t s  d i s c i p l i n a r y  d e ­
c i s i o n s  a n n u a l l y .  P a ra g ra ph  ( a ; (11) p e rm i t s  th e  b oa rd  to  
p r o v id e  f o r  e d u c a t io n  and t r a i n i n g  re q u i r e m e n ts  f o r  s p e c i a l  
p ro c e d u re s  and to  i s s u e  p e rm i t s  o r  c e r t i f i c a t e s  t o  tho se  who 
meet th o se  re q u i r e m e n t s .  P a ra g ra p h  ( a ) (12) c l a r i f i e s  e x i s t ­
in g  powers o f  th e  b o a rd .  P a ra g ra ph  ( b ) (2 )  p e rm i t s  th e  boa rd  
to  a u t h o r i z e  th e  in s p e c t i o n  o f  r e c o rd s  o f  d e n t i s t s  to  m on i­
t o r  c o m p l ia n c e  w i t h  AG 08 .32  and 0 8 .3 6 .

S e c t io n  21 A u t h o r i z e s  the  b oa rd  to  h i r e  an i n v e s t i g a t o r .
The boa rd  c u r r e n t l y  has no s t a f f .

S e c t io n s  r e l a t i n g  to  d e n t i s t s .

S e c t io n  22 D e le t e s  r e f e r e n c e  to  p e r m i t s .  The b i l l  r e p e a ls  
IS  0 8 .3 6 .2 8 0  w h ich  p r o v id e s  f o r  tem po ra ry  p e r m i t s .  D e n t i s t s  
p r a c t i c i n g  i n  i s o l a t e d  a re a s  under AS 08 .3 6 .2 71  a re  exempt 
from  the  c h a p te r  unde r AS 0 8 .3 6 .3 5 0 .

S e c t io n s  23 and 27 R e q u ir e  t h a t  a l l  a p p l i c a n t s  f o r  l i c e n s -  
in g  p a ss  the  n a t i o n a l  b oa rd  e x a m in a t io n  b e fo r e  t a k in g  the  
s t a t e  exam.

S e c t io n  25 C l a r i f i e s  the  c o m p o s i t io n  and s t r u c t u r e  o f  the  
l i c e n s i n g  e x a m in a t io n .

S e c t i o n  26 The p e n a l t y  unde r AS 0 8 .0 1 .1 0 0 (b )  f o r  l a t e  r e -  
new a l i s  $10.

s e c t i o n  28 D e le t e s  th e  re q u ire m e n t  t h a t  d e n t i s t s  r e g i s t e r  
w i t h  th e  c l e r k  o f  the  s u p e r io r  c o u r t .
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S e c t io n s  29 and 30 R e q u ir e  t h a t  a p p l i c a n t s  f o r  s p e c i a l i s t  
l i c e n s e s  be e l i g i b l e  f o r  d ip io m a te  s t a t u s  w i t h  a s p e c i a l t y  
b o a rd  and t h a t  a l i c e n s e d  s p e c i a l i s t  t a k e  p a r t  i n  the  
l i c e n s i n g  p ro c e d u re s .

S e c t i o n  31 Adds s u b s e c t io n  (b) r e q u i r i n g  t h a t  d e n t i s t s  who 
a re  re n ew in g  t h e i r  r e g i s t r a t i o n s  r e p o r t  to  the  b o a rd  any 
s u i t s  f i l e d  a g a in s t  them based  on th e  q u a l i t y  o f  t h e i r  p r o ­
f e s s i o n a l  s e r v i c e s .

S e c t io n  32 R e w r i t e s  th e  fe e  s t a t u e  to  a l l o w  th e  boa rd  to  
s e t  f e e s  by r e g u l a t i o n  r a t h e r  than  p r o v id in g  f o r  s p e c i f i c  
amounts by s t a t u t e .

S e c t io n  33 P a ra g ra ph  (2) adds f r a u d u le n t  b i l l i n g  f o r  s e r ­
v i c e s  as a b a s i s  f o r  im p o s in g  d i s c i p l i n e .  P a ra g ra ph  (3) 
l i m i t s  d i s c i p l i n e  f o r  f a l s e  o r  m is le a d in g  a d v e r t i s i n g  to  
in s t a n c e s  i n  v i o l a t i o n  o f  r e g u l a t i o n s  adop ted  by th e  b o a rd .  
P a ra g ra p h  (10) makes a d e n t i s t  who f a i l s  to  r e p o r t  a dea th  
o c c u r r in g  i n  th e  d e n t i s t ' s  o f f i c e  l i a b l e  to  d i s c i p l i n e .

S e c t io n  34 Adds a new s e c t i o n  to  p r o v id e  t h a t  a p a n e l o f  
th e  boa rd  w i l l  r e v ie w  c o m p la in t s  about p r o f e s s i o n a l  s e r v i c e s  
b e fo r e  an a c c u s a t io n  i s  f i l e d  under the  A d m in i s t r a t i v e  P r o ­
cedu re  A c t  a d j u d i c a t o r y  h e a r in g  p ro c e d u re s .  (See a l s o  S e c ­
t i o n  12)

S e c t io n  35 D e le t e s  r e f e r e n c e  to  d e n t a l  h y g ie n i s t s

Se c t i o n  36 Adds language  to  p e rm it  th e  b oa rd  to  suspend the  
l i c e n s e  o f  a d e n t i s t  who r e f u s e s  to  subm it  to  a m en ta l o r  
p h y s i c a l  e x a m in a t io n .

S e c t i o n  37 Makes d e n t i s t s  who v i o l a t e  r e g u l a t i o n s  o f  the  
b oa rd  s u b je c t  to  s e n te n c in g .  A C la s s  B m isdemeanor c a r r i e s  
a maximum f i n e  o f  $1000 (AS 1 2 .5 5 .0 3 5 )  and im p r isonm en t  f o r  
no more than  90 days (AJ 1 2 .5 5 .1 3 5 ) .

S e c t i o n  38 Pa rag raph  ( a ) ( 5 )  c l a r i f i e s  e xem p t ion s  f o r  
l i c e n s e d  c l i n i c i a n s .  P a ra g ra ph  ( a ) ( 6 )  exempts from  l i c e n s i n g  
i n s t r u c t o r s  i n  an a c c r e d i t e d  d e n t a l  e d u c a t io n a l  i n s t i t u t i o n .  
P a ra g ra p h  ( a ) ( 7 )  exempts d e n t i s t s  p r o v id in g  emergency c a re .  
S u b s e c t io n  (b) h o ld s  d e n t i s t s  exempt from  l i c e n s i n g  to  the  
same s ta n d a rd  o f  c a re  as l i c e n s e d  d e n t i s t s

S e c t io n  39 P a ra g ra ph  (7) d e f in e s  t h c  p r a c t i c e  o f  d e n t i s t r y  
to  e x c lu d e  owners and managers o f  d e n t a l  f a c i l i t i e s .
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Section 40 Adds a n e w  section to provide rights to d e n­
tists. Paragraphs (3) and (4) permit dentists supervising 
r e s e a r c h  in a research institution chart ered b y  the state or 
in a school accre dited by the A m e r i c a n  Dental A s s o c i a t i o n  to 
p e r f o r m  procedures that w o u l d  othe rwise v i o l a t e  this c h a p­
ter. P a r a g r a p h  (4) requires that the dentist n o t i f y  the 
b o a r d  of any procedures to be p e r f ormed on patients. The 
b o a r d  m a y  disapprove the procedures.

Section 41 Repeals five sections of the law.

AS 08.36.140 permits the bo ard to hold a licensing exam 
outside the state.

AS 08.36.150 permits students in their last year of 
dental school to take the licensing exam ination and 
permits the board to give the: exam in an out-of-state 
dental school.

AS 08.36.170 permits students to take sections of the 
state licensing examin ation sit different times.

AS 08.36.200 permits the b o a r d  to waive the state w r i t­
ten exam for applicants who have passed the national 
board examination.

AS 08.36.280 provides for temporary permits to dentists 
p r a c t i c i n g  in a city or rural v i l l a g e  w h i c h  does not 
have a resident licensed dentist in active general 
p r a c t i c e .

TCsoib
J4/105





FEBRUARY 28, 1984

TO :  JOHN

FROM: KEN

RE: OPENING COMMITTEE COMMENTS ON HB 633

HOUSE B ILL  633, SPONSORED BY OUR COLLEAGUE REP. FURNACE,  

WOULD AMEND T ITLE  21 OF THE ALASKA STATUTES .  UNDER PRE­

SENT LAW THE FEES REQUIRED FROM THOSE WORKING IN THE 

INSURANCE INDUSTRY ,  ARE ESTABLISHED BY THE LEGISLATURE . 

IF TH IS  B ILL  IS ADOPTED, THE LEGISLATURE WOULD NO LONGER 

BE RESPONSIBLE SETTING THESE FEES. INSTEAD ,  THIS B ILL 

WOULD GRANT AUTHOR ITY ,  UNDER STATE REGULATIONS,  TO THE 

DIRECTOR OF THE D IV IS ION OF INSURANCE TO ESTABLISH FEES 

FOR THE INDUSTRY .

QUESTIONS:

1. WHY CAN'T THE DIV IS ION OF INSURANCE SUBMIT CHANGES IN 

THE FEE STRUCTURE TO THE LEGISLATURE FOR APPROVAL RATH­

ER THAN CHANGING THE STATUTE ?

2. HAS THE D IV IS ION OF INSURANCE EXPERIENCED PROBLEMS IN 

THE PAST WITH A LEGISLATURE WHICH REFUSED TO COOPERATE 

WITH THE D IV IS IONS REQUESTS ?



HOUSE BILL 633 
PROPOSED FEES

Sec. 21.06.250 (a)
1 (A) domestic insurers 
fo re ign  insurers
(B) annual continuation of c e r t i f ic a ' '  >f author ity
(C) reinstatement of c e rt if ic a te s  of
(D) amending c e r t i f ic a te  of author ity
( 2 ) f i l i n g  amendment of a r t ic le s  o f f  v '■ on, 
domestic arid fo re ign  insurers
( 3 ) f i l i n g  bylaws or amendments theret ‘ required
( 4 ) f i l i n g  annual statement of in su re r , v.. _ r  than as 
part o f app lic a t ion  fo r  o r ig in a l  c e r t i f ic a te  of authority
( 5 ) (A) app lic a t ion  fo r  o r ig in a l  l ic en se , and inc lud ing  
issuance of l ic ense , i f  issued,
( i )  in d iv idua l
( i i )  f irm  or corporation
(B) annual renewal or continuation of l icense
( i )  in d iv idua l
( i i )  f irm  or corporation
(C) Appointment of agent or general agent, each insurer
(B) annual renewal of appointment of general agent or 
agent, each insurer
(E) temporary l icense
(6 ) nm res ident general agent or agent's l icense
(A) in d iv idua l
(B) f irm  or corporation
(C) annual renewcl or continuation of l icense
(7) broker l icense
(A) app lica t ion  fo r o r ig in a l  1 .'cense and inc lud ing  
issuance of l icense i f  issued--re :ident
( i )  a l l  l in e  broker [$ 1 0 0 ]
( i i )  property-casualty broker [$ 75]
( i i i )  1i f e - d is a b i l i t y  broker [$ 75]
(B) annual renewal or continuation o f Iicense--resident
( i )  a l l  l in e  broker [$ 1 0 0 ]
( i i )  property-casualty broker [$ 75]
( i i i )  1i f e - d is a b i l i t y  broker [$ 75]

[$ 1 0 0 ]
■$1 0 0 ]
[$ 65]
[$ 65]
[$ 1 0 ]

[$ 1 0 ]
[$ 1 0 ]

[$ 1 0 ]

[$ 35]

L$ 75]

[$ 35]
[$ 751
[$ 5]

[$ 5]
[$ 35]

[$ 75]
[$150]
[$ 75]

FY 83 FY 84 FY 35

1,000 2,000 2,000 2,000
1,000 7,975* 15,000 15,000

100 53,610* 85,000 85,000
500 -0- -0- -0-
100 200 2,000 2,0CC

100 470 4,700 4,700
100 3,410 34,100 34,100

1 0 0  8,800 8 8 , 0 0 0  8 8 , 0 0 0

50 7,000 10,000 10,000
100 2,000* 2,700 2,700

50 20,010* 28 , : ' 0  28,600
100 18,135* 24,20v.- 24,200

1 0  2,000 4,000 4,000

10 37,812* 75,620 75,62C_o- -0- -0-
100 7,500 10,000 10,000
200 1,500 2,000 2,000
1(50 65,000* 86,700 86,700

200 1,500 3,000 3,000
150 2,000* 4,050 4,050
150 300 600 600

200 5,050* 10,100 10,100
150 13,200 26,400 26,400

150 3,600 7,200 7,200



(C) app lic a t ion  fo r  o r ig in a l  l icense and inc lud ing  
issuance of l ic ense , i f  issued— nonresident
( i ) a l l  l in e  broker
( i i )  property-casualty broker
( i i i )  1 i f e - d is a b i l i t y  broker
(D) annual renewal or continuation o1 license-nonresident
( i ) a l l  l in e  broker
( i i )  property-casualty broker
( i i i )  1 i f e - d is a b i l i t y  broker
(8 ) s o l ic i t o r  l icense
(A) app lica t ion  fo r o r ig in a l  l ic ense , inc lud ing  issuance 
of l icense i f  issued
(B) annual continuation of l icense
(9 ) general agent or agent l ic en se , l i f e ,  d i s a b i l i t y  
issuance and annuit ies
(A) app lica t ion  fo r  o r ig in a l  l ic ense , inc lud ing  issuance 
of VV.ense, i f  issued,
( i )  in d iv idua l
( i i )  f irm  or corporation
(B) annual renewal or continuation of l ic ense ,
( i )  in d iv idua l
( i i )  f irm  or corporation
(C) appointment of general agent or agent, each insurer
(D) annual renewal of appointment of general agent or
agent, each insurer
( 1 0 ) [examination] a p p l ication fo r  l icense as general 
agent, agent, broker, s o l ic i t o r  or ad jus te r , each 
[examination] app licat ion
( 1 1 ) surplus l in e  broker l icense
(A) app lica t ion  fo r  o r ig in a l  l icense and fo r  issuance of 
l ic ense , i f  issued--resider.t
(B) app lica t ion  fo r  o r ig in a l  l icense and fo r  issuance of 
l ic ense , i f  issued--nonresident
(C) annual renewal or continuation of 1icense--resident
(D) annual renewal or continuation of 1icense--nonresident
( 1 2 ) ad juster license
(A) app lica t ion  fo r  o r ig in a l  l icense and fo r  issuance of 
l icense i f  issued--resident
(B) annual renewal or continuation o f 1icense— resident

[$250] 500 1,000 2,000 2,000
[$150] 300 1,000 1,800 1,800
[$150] 300 450 900 900

[$250] 500 20,700* 41,500 41,500
[$150] 300 4,500 9,000 9,000
[$150] 300 750 1,500 1,500

[$ 15] 50 -0- -0- -0-

[$ 15] 50 -0- -0- -0-

[$ 35] 50 70 100 100
[$ 75] 100 150 200 200

[$ 35] 50 2,400* 3,400 3,400
[$ 75] 100 425* 500 500
[$ 5] 10 10 10 10

[$ 5] 50 20 200 200

[$ 10] 20 8,130 16,260 16,260

[$100] 200 200 400 400

[$300] 600 1,200 2,400 2,400
[$100] 200 3,700 7,400 7,400
[$30C] 600 14,850* 29,400 29,400

[$ 35] 70 70 140 140
[$35] 70 3,710 7,420 7,420



(C) app lic a t ion  fo r  or ig- ' ia l l icense and fo r  issuance 
of l ic ense , i f  issued--nonresident
(D) annual renewal or continuation o f l icense— nonresident
(13) isurance vending machine l ic ense , each machine,each 
year
(14) fo r  issu ing  any other c e r t i f ic a te  required or 
perm issib le under law
(15) fo r  accepting service o f process
(16) fo r  copy of insurance code, actual p r in t in g  cost 
plus postage;
(17) fo r  copy of insurance report , actual p r in t in g  cost 
plus postage;
(18) fo r  any printed materia l furnished by the d irecto r 
not mentioned above, the d irec to r may charge the actual 
cost of p r in t in g  plus handling and postage;
(19) fo r  l im ite d  license (trave l insurance agent)
(20) [Repealed]
( 2 1 ) ra t in g  bureaus ( fo r  a three-year l icense)
(b) The d irec to r sha ll promptly deposit with the commis­
sioner of revenue to the c red it  of the general fund of th is  
state a l l  fees received by him under th is  section . ( 1  ch 
120 SLA 1966; 1-6 ch 113 SLA 1974; 1 ch 206 SLA 1976)

Surplus Lines Statement Fee**

Reta lita ry  Fees

Penalties**

TOTALS
BUDGET

[$ 75] 
[$ 75]

[$ 35]

[$ 5] 
[$ 5]

[$ 25] 

[$100]

* Figures given by D iv is ion  of Insurance 

** Vary with Volume

150 75 150 150
150 2,443* 4,800 4,800

70 -0 - -0 - -0 -

25 2,080 10,400 10,400
25 1,565 7,825 7,825

280 280 280

-0 - -0 - -0 -

485 485 485
40 275 550 550

300 450* 1 , 2 0 0 1 , 2 0 0

261,358 225,000 225,000

140,548 140,548 140,548

67,418 96,720 96,720

801,034 1,138,458 1,138,458
976,000 991,600 1,083,900

—  174,966 146,858 54,558

s T '  

A ^



D R A F T
Under the authority of art. Ill, sec. 18, of the A la ska 

Constitution, I a m  transm i t t i n g  a bill a m e nd ing the c u r­

rent structure for fees c o l l e c t e d  b y  the div ision of i n­

surance, D epart m e n t  of C ommerce and Economic D e v e l o p m e n t  

u nder AS 21.

Insurance license and other r e l a t e d  fees are c u r r e n t l y  set 

by statute and m a y  be a d j u s t e d  on ly through legislation. 

This bill pro poses to remove these fee structures f r o m  the 

statutes and p r o vide that they m a y  be set instead by r e g u­

lation. This wi ll m e a n  that the fees m a y  be a d j usted to 

m o r e  n early r e fle ct actual costs to the state for the s e r­

vices rendered, w i t h o u t  the n e e d  to r epeatedly request 

statutory changes. The director of the division of i n s u r­

ance, Department  of Commer ce and Economic  Development, 

will have the r e s p o n s i b i l i t y  for adopt i n g  the f e e-setting 

r e g u l a t i o n s .

i

The statutes c u r r e n t l y  setti ng fees for the division of 

insurance do not p r o v i d e  a d e quate revenue to the state to 

cover the d ivisio n's present  budget. Most of the fees 

w e r e  set by statute in 1966 and have r )t been i n c r eased 

since. In order to permit adjust m e n t  of insurance fees to 

more closely a p p r o x i m a t e  the actual cost of services, I 

urge yr. ^r prompt actio n on this measure.

- 1 -



Sincerely,

Bill S h e f f i e l d  
G o v ernor
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Current
User
Fee

Recommended
User
Fee

Projection 
on # of 

Applications

■■ * , ■ 

r
Estimated

1984
Income

Date o 
Last 

Statut 
Change

C e rt if ic a te  of Authority (■ ■ 
Domestic and Foreign

i
Annual Continuation of 

C e r t if ic a te  of Authority

\»
)

1 0 0 750 50 37,500 1966

65
t

150 950 140,500 1966

Reinstatement of •
.Cont inuat ion  of CTF of A
* \ /

65 150 1 150 1966

w •.!
Amendi ng CTF of A 1 0 1 0 0 40 4,000 1976

F i l i n g  A rt ic le s  of 
Incorporation

1 0 25 1 25 1966

F i l i n g  Bylaws or Amendments 1 0 25 1 0 250 1966

F i l i n g  Bylaws or Amendments 1 0 25 2 0 500 1966

F i l i n g  Annual Statements 1 0 1 0 0 950 95,000 1966

Resident Agent License 
In d iv id u a l App licat ion

35 50 150 7,500 1966

Resident Agent-Firm 
App licat ion

75 150 1 0 1,500 1966

Agent Renewal-Individual 35 50 350 17,500 1966

Agent Renewal-Firm 75 150 135 10,125 1966

Appointment of Agent or 
General Agent of Company

r> 1 0 1 0 0 1 , 0 0 0 1966

Annual Renewal of Agent or 
General Agent Appointment

5 1 0 3 ,2 r 0 32,500 1966

Temporary License 35 35 0 0 1966

Nonresident General Agent 
or Agent's License 
Ind i v idual 
Fi rm

35

35
150

75

75
2 0 0

30

30
1 0

2.250

2.250 
2 , 0 0 0

1966

1966
1966

Annual Renewal of Nonresident 
Agent or General Agent's License 
Indi v idual 
F i rm

75
75

75
1 0 0

300
250

22,500
25,000

1966
1966



• Current
User
Fee

Recommended
User
Fee

Projection 
on # of 

Applications

Estimated
1984

Income

Date i 
Last 

Statu' 
Chanqi

A pp lica t ion  fo r 
i A11 Lines Broker 

; Property Casualty Broker 
1 L i fe  and D is a b i l i t y  Broker

1 0 0
75
75

150
1 0 0
1 0 0

1 0
1 0
1 0

1,500
1 , 0 0 0
1 , 0 0 0

1974
1974
1974

Renewal-Resident Broker 
■i A11 Lines Broker 
‘ Property Casualty Broker 

L i fe  and D is a b i l i t y  Broker

1 0 0
75
75

150
1 0 0
1 0 0

45
2 0
20

6,750
2 , 0 0 0
2 , 0 0 0

1974
1974
1974

A pp lica t ion  fo r O r ig in a l 
License-Broker/Nonresident 
A l l  Lines Broker 
Property Casualty Broker 
L i fe  and D is a b i l i t y  Broker

25"
15.
150

250
2 0 0
2 0 0

4 
1 0
5

1 , 0 0 0
2 , 0 0 0
1 , 0 0 0

1974
1974
1974

Renewal For
License-Broker/Nonresident
A l l  Lines Broker S U . f  J  250

^  150
jc u u .  y  .V-. 150 

/ '

250
2 0 0
2 0 0

60
70
1 0

15.000
14.000 

2 , 0 0 0

1974
1974
1974

A pp lica t ion  fo r S o l ic ito rs  
License

15 25 1 0 250 1966

Renewal of S o l ic i to rs  License 15 25 5 125 1966

A pp lica t ion  fo r General Agent 
L i fe  and D is a b i l i t y  

Ind i v idua l 
Fi rm

35
75

50
150

2 0
1 0

1 , 0 0 0
1,500

1966
1966

L ife  and D is a b i l i t y  Agent 
Renewal 

Ind i v idua l 
Fi rm

35
75

50
150

350
135

17 500
i o , , :5

1966
1966

Appointment by Company to 
Agents and G/A

5 1 0 1 0 0 1 , 0 0 0 1966

Renewal Appointment 5 1 0 3,250 32,250 1966

Examination App 1 icationi for 
Agent-G/A, Broker, S o l ic i t o r

1 0 15 250 3,750 1974

or Adjuster



Date of

■
Current
User
Fee

Recommended
User
Fee

Projection 
on # of 

App licat ions

Estimated
1984

Income

Last
Statute
Change

Examination Fee Payable to 
Testing Contractor

A pp lica t ion  fo r  Surplus 
Lines Broker 

Resident 
Nonresident

1 0 0
300

150
500

3
3

450
1,500

1966
1966

Renewal of 
Surplus Lines Broker 

î  Non Resident Surplus Lines Broker
1 0 0
300

150
500

28
58

4,200
29,000

1966
1966

A pp lica t ion  - Adjuster License 35 50 1 0 500 1966

Renewal * Adjuster License 35 50 125 6,250 1966

A pp lica t ion  - Nonresident Adjuster 75 1 0 0 2 2 0 0 1966

Renewal-Nonresident Adjuster 75 1 0 0 35 3,500 1966

Insurance-Vending Machines 35 50 3 150 1966

Miscellaneous Cert if ica tes 5 1 0 60 600 1966

Service of Process 5 15 2 0 0 3,000 1966

For Lim ited License
J

25 25 16 400 1966

Rating Bureaus 
, ' 3 '.Years
i '  ;

i
I

1 0 0 150 3 450

566,750

1966

* „l
^Surplus Lines 

Fi l in g  Fee 
1/2% of 50 mi 1 l i  on 250,000

816,750

Reta l ia to ry  Fee 95,000
9 1 1 , 7 5 0



A G E N C Y :

19  8 4 " L E G I S L A T I V E  P R O P O S A L  R E Q U E S T  F O R M  

. . . . C o m m e r c e ,  and Economic Development____________________

Ho'il

S U B J E C T  O F  

P R O P O S E D  B I L L ;
Repeal o f  insuranca fees as set by statute; in order that, 

they can be set by re gu la t io n .______________________________________________

B R I E F  S U M M A R Y : Insurance fees are curren t ly  set by statute . They can be_________________ _

adjusted on ly  by means o f  the le g is la t iv e  process. The current__________

fees , most o f  which were estab lished as long ago as 1966. (see____________
( A t t a c h  a m o r e  d e t a i l e d  e x p l a n a t i o n  i f  y o u  c a n . )  attached)

E S T I M A T E D  F I S C A L  

I M P A C T :i . ■

O T H E R  S T A T E  A G E  C I E S  

C O N S U L T E D / A F F E C '  ' D : _mms_

C O N S T I T U E N T  G R O U P S :  .

T h o s e  o p p o s e d :  _____

T h o s e  i n  f a v o r :

T h o s e  y e t  t o  b e  

c o n t a c t e d :
— f-

H a s  t h i s  o r  a s u b s t a n t i a l l y  s i m i l a r  b i l l  b e e n  i n t r o d u c e d  ( a n d  n o t  p a s s e d )  i n  t h e  
L e g i s l a t u r e  i n  a p r e v i o u s  s e s s i o n ?  Y e s  _______  N o

I f  s o ,  p l e a s e  s t a t e :  B i l l  n u m b e r  _______________

D e p t ,  o f  L a w  l o g  n o: 3-11-

P R E F E R R E D  H O U S E  O F  

I N T R O D U C T I O N :

(if i t  w a s  a G o v e r n o r ' s  b i l l )

LATE T H E  B I L L ' S  I M P O R T A N C E  T O  D E P A R T M E N T  B Y  P R I O R I T Y  ff: 

'.RAFT A T T A C H E D :  Y e s  N o  N o t  f i n a l i z e d

C O M M I S S I O N E R ' S  S I G N A T U R E : Richard A. Lyon

.'ATE:



are inadequate to re f le c t  the costs o f  the services provided. I t  is 
proposed that fees v/ould be more appropr ia te ly  placed in  regu la t ion  
where they can be adjusted upwards or downwards to re f le c t  true costs 
and e lim inate the need to repeatedly ask fo r statutory change.

In FY 83, income from the various fee charges was $801,034. The 
budget for the D iv is ion  was $939,823. The proposed fees would more 
c lose ly  approximate the actual cost to provide services to the user 
and balance the D iv is io n 's  budget.

Perhaps only sections 1 , 11, 14 and 29 need be included in  the b i l l
and the rev isor o f  statutes could pick up the remaining c o n f l ic t in g  statutes .
This would avoid a lengthy b i l l  which appears more complicated than i t  i s .

q  4





F u r t h e r  R e f l e c t i o n s  o n  t h e  A l a s k a  

R e l a t i o n s h i p  w i t h  E a s t  A s i a

O v e r  t h e  p a s t  t w o  d e c a d e s ,  a n e w  i n t e r n a t i o n a l  o r d e r  h a s  

e m e r g e d  i n  E a s t  A s i a .  C o m p o s e d  o f  t w e l v e  n a t i o n s  w i t h  m a r k e t  

e c o n o m i e s ,  f r i n g e d  b y  f o u r  n a t i o n s  w i t h  s o c i a l i s t ,  o r  c o m m a n d  

e c o n o m i e s ,  a n d  o n e  n a t i o n ,  C h i n a ,  m o v i n g  f r o m  a c o m m a n d  t o  a 

m a r k e t  e c o n o m y ,  t h e  o r d e r  h a s  a t  i t s  c e n t e r  J a p a n  a n d  t h e  

U n i t e d  S t a t e s .

T h e  b a s i s  o f  t h e  i n t e r n a t i o n a l  o r d e r  i s  m u t u a l  e c o n o m i c  

b e n e f i t .  E a c h  m e m b e r  n a t i o n  h o p e s  t o  s t i m u l a t e  i t s  g r o w t h  

t h r o u g h  e c o n o m i c  c o o p e r a t i o n .  At p r e s e n t ,  t r a d e  is t h e  m o s t  

d e v e l o p e d  t i e .  E a c h  E a s t  A s i a n  n a t i o n  t r a d e s  m o r e  w i t h  t h e  

o t h e r  E a s t  A s i a n  n a t i o n s  t h a n  it d o e s  w i t h  n a t i o n s  o u t s i d e  o f  

E a s t  A s i a .  L e d  b y  J a p a n  arid t h e  U n i t e d  S t a t e s ,  i n v e s t m e n t  

b e t w e e n  t h e  n a t i o n - s t a t e s  iss a. i.. s t a r t i n g .  J a p a n  s e e m s  

m o s t  i n t e r e s t e d  in t h e  d e v e l o p i n g  n a t i o n s ;  t h e  U n i t e d  S t a t e s  

s e e m s  m o s t  i n t e r e s t e d  in t h e  n e w l y  i n d u s t r i a l i z e d  s t a t e s .

T h e  g r o w t h  r a t e s  o f  d e v e l o p i n g  a n d  n e w l y  i n d u s t r i a l i z e d  

s t a t e s  is h i g h ,  w i t h  s o m e  E a s t  A s i a n  n a t i o n s  h a v i n g  g r o w t h  

r a t e s  in t h e  d o u b l e  d i g i t s .  C l e a r l y ,  E a s t  A s i a  w i l l  b e  at 

t h e  f o r e f r o n t  o f  t h e  w o r l d ' s  e c o n o m i c  a c t i v i t y  in t h e  y e a r s  

a h e a d  .

A l a s k a ,  b y  b o t h  g e o g r a p h i c  a n d  e c o n o m i c  l o g i c ,  b e l o n g s  

t o  t h i s  n e w  i n t e r n a t i o n a l  o r d e r .  Y e t ,  at t h e  p r e s e n t  t i m e ,



n o n e  o f  t h e  o t h e r  n a t i o n s  i n  t h e  i n t e r n a t i o n a l  o r d e r  r e c o g n i z e

t h e  r e l a t i o n s h i p .  A l a s k a  i s  s e e n  a s  p a r t  o f  t h e  U n i t e d  S t a t e s ,

•its f a t e  i m m u t a b l y  h o o k e d  t o  t h a t  o f  t h e  U n i t e d  S t a t e s ,  t h e

a r t i c u l a t i o n  o f  i t s  i n t e r e s t s  e m a n a t i n g  f r o m  W a s h i n g t o n .

A l a s k a ' s  g r e a t e s t  t a s k ,  t h e n ,  i s  t o  d e m o n s t r a t e  t h a t  it 

is  p a r t  o f  t h i s  n e w  i n t e r n a t i o n a l  o r d e r .  W h i l e  p a r t  o f  t h e  

U n i t e d  S t a t e s ,  i t s  i n t e r e s t s  a r e  n o t  necess.'-rily i d e n t i c a l  

t o  t h e  i n t e r e s t s  o f  t h e  l o w e r  f o r t y - e i g h t  s t a t e s .  It  d o e s  

n o t  r e l y  o n  W a s h i n g t o n  f o r  t h e  a r t i c u l a t i o n  o f  i t s  i n t e r e s t s .

It  c a n  s p e a k  f o r  i t s e l f .  A l a s k a  h a s  m u c h  t o  c o n t r i b u t e  t o  

t h e  d e v e l o p m e n t  o f  t h e  o t h e r  E a s t  A s i a n  a n d  S o u t h e a s t  A s i a n  

s t a t e s .  A l a s k a  h a s  m u c h  t o  g a i n  f r o m  t h i s  c o n t r i b u t i o n .

If t h e  i n t e r n a t i o n a l  o r d e r  is c o o p e r a t i v e ,  it is a l s o  

c o m p e t i t i v e .  A l a s k a  b e l o n g s  t o  t h e  r e s o u r c e  r i c h  n a t i o n s .  

I n d o n e s i a ,  M a l a y s i a ,  A u s t r a l i a ,  a n d  T h a i l a n d  a r e  o t h e r  

e x a m p l e s .  I t  m u s t  c o m p e t e  w i t h  t h e m .  A n d ,  i n  m a n y  r e s p e c t s ,  

A l a s k a  is b e h i n d  t h e  p o w e r  c u r v e .

P o l i t i c a l  p h i l o s o p h y  is a c a s e  in p o i n t .  A l a s k a  h a s  

d e r i v e d  i t s  r u l e s  o f  g o v e r n a n c e  f r o m  e a r l y  A m e r i c a n  a n d  E u r o ­

p e a n  e x p e r i e n c e .  It b e l i e v e s  t h a t  t h e  s t a t e  s h o u l d  p a r t i c i p a t e  

in  b u s i n e s s  o n l y  t o  t h e  e x t e n t  o f  r e g u l a t i n g  i t .  T h e  E a s t  

A s i a n  s t a t e s ,  o n  t h e  o t h e r  h a n d ,  d e r i v e  t h e i r  r u l e s  o f  

g o v e r n a n c e  f r o m  t h e  J a p a n e s e  e x p e r i e n c e ,  t h e  l a s t  o f  t h e  

b i g  p o w e r s  t o  m o d e r n i z e .  T h e y  b e l i e v e ,  a n d  t h e  J a p a n e s e  

b e l i e v e ,  t h a t  t h e  s t a t e  h a s  t h e  r e s p o n s i b i l i t y  o f  f o s t e r i n g  

d e v e l o p m e n t .  G o v e r n m e n t  s h o u l d  b e  a p a r t n e r  o f  b u s i n e s s .
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T h e  d e v e l o p m e n t a l  s t a t e  is n o t  a s o c i a l i s t  s t a t e .  In a 

s o c i a l i s t  s t a t e ,  t h e  a u t h o r i t i e s  c o n t r o l  a l l  t h e  f a c t o r s  o f  

p r o d u c t i o n ,  a r e  r e l a t i v e l y  i n d i f f e r e n t  t o  p r i c e  a n d  t o  

c o m p e t i t i o n .  I n  t h e  d e v e l o p m e n t a l  s t a t e ,  t h e  a u t h o r i t i e s  

a r e  m o s t  s e l e c t i v e  a b o u t  w h e r e  t h e y  i n t e r v e n e .  T h e y  p r o t e c t  

if  n o t  s t r e n g t h e n  t h e  t e r m s  o f  c o m p e t i t i o n .  T h e y  a c c e p t  t h e  

d i s c i p l i n e  i m p o s e d  b y  c u t t n r o a t  p r i c i n g .

T h e  E a s t  A s i a n  n a t i o n s  h a v e  d e v e l o p m e n t  s t r a t e g i e s .  T h e s e  

s t r a t e g i e s  a r e  d e l i n e a t e d  i n  plans,, T h e s e  p l a n s  a r e  i m p o r t a n t  

f o r  t w o  r e a s o n s .  F i r s t ,  t h e i r  p r e p a r a t i o n  r e q u i r e s  b o t h  

g o v e r n m e n t  o f f i c i a l s  a n d  b u s i n e s s m e n  t o  c o m e  t o g e t h e r  t o  

e s t a b l i s h  g o a l s  a n d  s e t  p r i o r i t i e s . .  D r e a m s  a r e  m a d e  r e a l  a n d  

p r a c t i c a l .  S e c o n d ,  t h e  p l a n s  s e r v e  a s  a d v e r t i s e m e n t s .  T h e y  

i n f o r m  o t h e r  n a t i o n s  w h a t  w i l l  b e  h a p p e n i n g .  T h e  o t h e r  n a t i o n s  

c a n  s h a p e  t h e i r  p l a n s  t o  m a k e  b e s t  u s e  o f  t h e i r  a d v a n t a g e s .  T h e  

o t h e r  n a t i o n s  c a n  l e a r n  w h e t h e r  o r  n o t  t h e y  w i s h  t o  i n v e s t  in 

t h e  p l a n - w r i t i n g  n a t i o n .  T h e r e  h a v e  b e e n  m a n y  i n s t a n c e s  w h e r e  

t h e  p l a n s  h a v e  s e r v e d  a s  t h e  b a s i s  f o r  i n t e r n a t i o n a l  c o o p e r a t i o n .

T h e  E a s t  A s i a n  n a t i o n s  p u s h  t h e i r  i n t e r e s t s  o v e r s e a s .

T h e y  d o  t h i s  t h r e e  w a y s :  t h r o u g h  i n t e r n a t i o n a l  o r g a n i z a t i o n s -

A S E A N  is  a c a s e  in p o i n t :  t h r o u g h  t h e  r i g o r o u s  t r a i n i n g  o f  

i t s  o f f i c i a l s  in d i p l o m a c y  a n d  d e v e l o p m e n t a l  e c o n o m i c s ;  a n d  

t h r o u g h  t h e  e s t a b l i s h m e n t  o f  l a r g e  e m b a s s i e s .

E a c h  E a s t  A s i a n  n a t i o n  h a s  r e p r e s e n t a t i o n  in t h e  c a p i t a l  

o f  e v e r y  o t h e r  A s i a n  n a t i o n  a s  w e l l  a s  in t h e  c a p i t a l s  o f  e a c h  

i n d u s t r i a l i z e d  s t a t e .  T h e s e  e m b a s s i e s  r e p o r t  o n  t h e  d e v e l o p m e n t s ,  

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

i n v e s t m e n t .  T h e y  a r e  w o r t h  e v e r y  p e n n y  i n v e s t e d  in t h e m .



F i r s t  o f  a l l ,  A l a s k a  s h o u l d  l o o k  t o  i t s  g o v e r n i n g  

m e c h a n i s m s .  S h o u l d  t h e  A l a s k a n  g o v e r n m e n t  r e f l e c t  A m e r i c a  

a t  t h e  t i m e  o f  t h e  C i v i l  W a r ,  s h o u l d  i t  r e m a i n  i n  i t s  

p h i l o s o p h y  a r e g u l a t o r y  s t a t e ?  O r  s h o u l d  t h e  A l a s k a n  

g o v e r n m e n t  l o o k  o v e r s e a s  t o  l a t e  n i n e t e e n t h  c e n t u r y  G e r m a n ,  

t o  p o s t w a r  J a p a n ,  a n d  n o w  t o  S o u t h  K o r e a ,  S i n g a p o r e ,  a n d  T a i w a n  

t o  b e c o m e  a d e v e l o p m e n t a l  s t a t e ?

S e c o n d ,  A l a s k a  s h o u l d  f i g u r e  o u t  w h e r e  i t  i s  g o i n g .

T h e r e  a r e  l o t s  o f  t e s t e d  b u t  d i f f e r e n t  d e v e l o p m e n t a l  

s t r a t e g i e s  t o  r e v i e w .  A n d  t h e r e  i s  p l e n t y  o f  r o o m  t o  a r g u e  

o v e r  h o w  d e t a i l e d  a n d  w h o  s h o u l d  a c t u a l l y  u n d e r t a k e  a n d  

p a r t i c i p a t e  i n  t h e s e  r e v i e w s .  B u t  i h e r e  i s  l i t t l e  q u e s t i o n  

t h a t  s o m e  s o r t  o f  a s t r a t e g y  s e t  d o w n  is s o m e  s o r t  o f  a p l a n  

is  n e e d e d .

F i n a l l y ,  A l a s k a  n e e d s  a f o r e i g n  S e r v i c e .  C u r r e n t l y ,

A l a s k a  h a s  a s m a l l  o f f i c e  i n  T o k y o .  I t s  p e r s o n n e l  a r e  o f  

h i g h  q u a l i t y .  I t s  m a n a g e r  is p o l i t i c a l l y  s a v v y .  T h e y  

r e p r e s e n t  A l a s k a  w e l l .  B u t  t h e  o f f i c e  is m i n i s c u l e  c o m p a r e d  

t o  t h e  e m b a s s i e s  o f  t h e  o t h e r  A s i a n  s t a t e s ,  m a n y  o f  w h o m  h a v e  

s t a f f s  t h a t  n u m b e r  in t h e  h u n d r e d s ,  a l l  a g g r e s s i v e l y  u s h i n g  

t h e i r  n a t i o n ' s  i n t e r e s t s .

S o  m u c h  f o r  b r o a d  s t a t e m e n t s .  N o w  l e t  m e  o f f e r  s o m e  

d e t a i l e d  c o m m e n t s .

In t e r m s  o f  p r o d u c t ,  A l a s k a n s  a r e  p r o b a b l y  c o r r e c t  in 

f i r s t  c o n c e n t r a t i n g  o n  t h e  s a l e  o f  e n e r g y — o i l ,  g a s ,  a n d  c o a l .

- 4 -

W h a t  s h o u l d  A l a s k a  be d o i n g ?



A l a s k a  h a s  c o m p a r a t i v e  a d v a n t a g e  o v e r  t h e  o t h e r  e n e r g y  s t a t e s  

i n  t w o  r e s p e c t s :  It  h a s  s h o r t  l i n e s  o f  s u p p l y  n o t  e a s i l y

s u b j e c t  t o  i n t e r d i c t i o n  u n l e s s  t h e  i n t e r d i c t i n g  s t a t e  w i s h e s  

t o  m e s s  w i t h  t h e  U . S .  N a v y .  A n d  p o l i t i c a l  c o n d i t i o n s  in 

A l a s k a  a r e  s u c h  t h a t  p o l i t i c s  w i l l  n o t  d i s r u p t  p r o d u c t i o n .

B u t  A l a s k a n s  s h o u l d  a g g r e s s i v e l y  s t a r t  t o  p u s h  t h e i r  

o t h e r  r e s o u r c e s — f i s h ,  l u m b e r ,  m i n e r a l s ,  a n d  h y d r o - e l e c t r i c  

p o w e r .  J a p a n e s e  a n d  K o r e a n  c o m p a n i e s  a r e  b e g i n n i n g  t o  p e d d l e  

A l a s k a n  r e s o u r c e s  in t h e  o t h e r  c o u n t r i e s  o f  E a s t  A s i a  a n d  in 

t h e  U n i t e d  S t a t e s .  T h e y  s h o u l d  n o t  b e  d i s c o u r a g e d .  B u t  t h e  

A l a s k a n s  s h o u l d  d o  m o r e  t h e m s e l v e s .

F i n a l l y ,  A l a s k a  s h o u l d  t r y  t o  t a k e  a d v a n t a g e  o f  c o n d i t i o n s  

in t h e  o t h e r  A s i a n  n a t i o n s .  T w o  e x a m p l e s  i m m e d i a t e l y  c o m e  t o  

m i n d .  B e c a u s e  o f  h i g h  p o w e r  c o s t s ,  t h e  J a p a n e s e  a l u m i n u m  

i n d u s t r y  is n o  l o n g e r  i n t e r n a t i o n a l l y  c o m p e t i t i v e .  It is 

d e c l i n i n g  a n d  t h e  J a p a n e s e  g o v e r n m e n t  i s  p r e p a r e d  t o  l o o k  t o  

f o r e i g n  s o u r c e s  f o r  i t s  a l u m i n u m  i n g o t s .  W h y  s h o u l d n ' t  t h i s  

i n d u s t r y  m o v e  t o  A l a s k a ,  w h e r e  p o w e r  i s  c h e a p ?

A s e c o n d  e x a m p l e  is  c e m e n t .  D u r i n g  t h e  t r i p ,  w e  h e a r d  

t h e  o f f i c i a l s  o f  t h e  D A E  L I M  C o m p a n y  b o a s t  t h a t  t h e y  h a d  b u i l t  

a n d  w e r e  r u n n i n g  t h e  w o r l d ' s  l a r g e s t  c e m e n t  p l a n t .  T h a t  p l a n t  

w i t h  i t s  o t h e r  p l a n t s  m a y  s u p p l y  t h e  d o m e s t i c  n e e d s  o f  K o r e a  

a s  w e l l  a s  t h e  n e e d s  o f  t h e  K o r e a n  c o n s t r u c t i o n  f i r m s  o v e r ­

s e a s .  B u t  c e r t a i n l y ,  D A E  L I M  w i s h e s  t o  f u r t h e r  p r o f i t  b y  

e x p o r t i n g  i t s  c e m e n t  t e c h n o l o g y ,  t o o .  S h o u l d  it n o t  b e  i n v i t e d  

t o  l o o k  at c o n d i t i o n s  in A l a s k a  t o  d e t e r m i n e  i f  t h e r e  is r o o m  

f o r  a c e m e n t  i n d u s t r y ?
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F i n a l l y ,  d u r i n g  t h e  t r i p  w e  h e a r d  f r e q u e n t l y  b u s i n e s s m e n ,  

p o l i t i c i a n s ,  a n d  c. i c i a l s  s a y  t h a t  t h e y  o f t e n  t r a n s i t e d  

A l a s k a .  I h a v e  c o m e  t o  c o n c l u d e  t h a t  m o s t  o f  t h e  w o r l d ' s  

l e a d e r s  h a v e  at  o n e  t i m e  o r  a n o t h e r  s t o o d  a r o u n d  i n  t h e  

i n t e r n a t i o n a l  l o u n g e  in t h  F a i r b a n k  o r  A n c h o r a g e  a i r p o r t  

f o r  a n  h o u r  o r  s o ,  w a i t i n g  f o r  t h e i r  p l a n e  t o  b e  f u e l e d  f o r  

an  o n g o i n g  f l i g h t .  S h o u l d n ' t  t h e s e  a i r p o r t s  h a v e  ;jmall 

t h e a t e r s  w h e r e  t h e  A l a s k a n  g o v e r n m e n t  c o u l d  s h o w  f i l m s ,  w i t h  

s o u n d  t r a c k s  i n  s e v e r a l  l a n g u a g e s ,  e x t o l l i n g  w h a t  A l a s k a  h a s  

a n d  w h a t  A l a s k a  c a n  d o ?

I n  t e r m s  o f  t a r g e t  n a t i o n s ,  A l a s k a  s h o u l d  c o n c e n t r a t e  o n  

J a p a n .  It  is t h e  w o r l d ' s  s e c o n d  l a r g e s t  e c o n o m y .  I t s  

a p p e t i t e  f o r  n a t u r a l  r e s o u r c e s  i s  v o r a c i o u s .  It h a s  a 

s u b s t a n t i a l  a n d  g r o w i n g  i m b a l a n c e  o f  t r a d e  w i t h  t h e  U n i t e d  

S t a t e s  a n d  it h a s  a n  i m p a t i e n t  a n d  c o m p l a i n i n g  A m e r i c a n  

g o v e r n m e n t  l e a n i n g  o a  it t o  c o r r e c t  t h i s  i m b a l a n c e .  T h e s e  

f a c t o r s  s u g g e s t  t h a t  J a p a n  s h o u l d  b e  w i l l i n g  t o  b u y  A l a s k a n  

p r o d u c t s .

B u t  n o t  a l l  f a c t o r s  f a v o r  A l a s k a .  F o r  o v e r  a c e n t u r y ,  

t h e  J a p a n e s e  h a v e  s a i d  t h a t  t h e y  h a v e  t h e  r e s p o n s i b i l i t y  f o r  

l e a d i n g  A s i a ,  f o r  d e v e l o p i n g  c o n d i t i o n s  o f  p e a c e  a n d  p r o s p e r i t y  

in t h e  o t h e r  A s i a n  n a t i o n s .  T h a t  m e a n s  t h a t  t h e  J a p a n e s e  l o o k  

m o r e  f a v o r a b l y  s o u t h  t h a n  t h e y  d o  n o r t h .  S e c o n d l y ,  J a p a n  h a s  

sper.t m u c h  t i m e  a n d  t r e a s u r e  d e v e l o p i n g  r e s o u r c e s  in S o u t h e a s t  

A s i a  a n d  A u s t r a l i a .  It w i l l  n o t  p u t  a s i d e  t h i s  i n v e s t m e n t  

r e a d i l y .  T h i r d l y ,  A s i a n s  have* t h e  t i e s  t o  a n d  k n o w  h o w  t o  

s e l l  t o  t h e  J a p a n e s e ,  s o m e t h i n g  t h a t  t h e  A l a s k a n s  c a n n o t  do, y e t .
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F i n a l l y ,  t h e  J a p a n e s e  h a v e  b e c o m e  a c c u s t o m e d  t o  a n d  k n o w  h o w  

t o  d e f l e c t  W a s h i n g t o n  c o m p l a i n t s .  T h e y  a r e  a;:are t h a t  b o t h  

J a p a n  a n d  t h e  U n i t e d  S t a t e s  h a v e  a g a i n  e n t e r e d  a n  u p w a r d  p h a s e  

o f  t h e  b u s i n e s s  c y c l e  a n d  d u r i n g  t h e s e  u p w a r d  t h r u s t s ,  W a s h i n g t o n  

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

T h e s e  n e g a t i v e  f a c t o r s  l e a d  m e  t o  c o n c l u d e  t h a t  A l a s k a  

w i l l  f i r s t  b e  a b l e  t o  s u c c e e d  in i t s  o v e r s e a s  e f f o r t s  in 

K o r e a .  It  h a s  a b o o m i n g  e c o n o m y .  It h a s  g o v e r n m e n t  o f f i c i a l s  

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

t o w a r d s  t h e  U n i t e d  S t a t e s .  It h a s  a n  u n f a v o r a b l e  b a l a n c e  o f  

t r a d e  w i t h  t h e  U n i t e d  S t a t e s  a n d  b o t h  i t s  b u s i n e s s m e n  a n d  

o f f i c i a l s  w a n t  t o  c o r r e c t  t h a t .  K o r e a  d o e s  n o t  h a v e  a n y  

p o l i t i c a l  g o a l s  in S o u t h e a s t  A s i a ,  t h o u g h  i t  is d a l l y i n g  w i t h  

t h e  i d e a  o f  h e l p i n g  t h e  C h i n e s e  d e v e j  o p  M a n c h u r i a  a n d  t h e  

R u s s i a n s  t o  d e v e l o p  S i b e r i a  w i t h  t h e  a i m  o f  o u t f l a n k i n g  t h e  

N o r t h  K o r e a n s .  F i n a l l y ,  K o r e a  h a s  a h e a l t h y  a p p e t i t e  f o r  

r a w  m a t e r i a l s ,  p a r t i c u l a r l y  e n e r g y .

A l a s k a  s h o u l d  n o t  o v e r l o o k  T a i w a n .  It, t o o ,  is  s h o r t  

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

r e a s o n s ,  t o  p u r c h a s e s  f r o m  t h e  U n i t e d  S t a t e s .  T h e  P h i l i p p i n e s  

a r e  p r e s e n t l y  in p o l i t i c a l  t u r m o i l .  B u t  t h a t  w i l l  p a s s .

A l t h o u g h  r i c h  i n  s o m e  r e s o u r c e s ,  it is s h o r t  o f  e n e r g y .  It 

is a n o t h e r  p o t e n t i a l  m a r k e t  f o r  A l a s k a .  F i n a l l y ,  A l a s k a  

s h o u l d  b e  e x t e n d i n g  f e e l e r s  t o  H o n g  K o n g  a n d  S i n g a p o r e .  T h e y ,  

t o o ,  h a v e  h i g h  g r o w t h  r a t e s ,  r e s o u r c e  s h o r t a g e s ,  a n d  w a n t  to 

e s t a b l i s h  c l o s e r  t i e s  w i t h  t h e  U n i t e d  S t a t e s .
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F e b r u a r y  8, 1984

T h e  H o n o r a b l e  J o h n  C o w d e r y  

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

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  C o w d e r y :

J i m  C l a r k  h a s  u r g e d  m e  t o  p r o p o s e  t h a t  y o u  c o n s i d e r  m y  c o n t i n u e d  

a s s o c i a t i o n  w i t h  t h e  S t a t e  t o  a s s i s t  in m a k i n g  A l a s k a  t h e  f o c a l  p o i n t  

o f  a r e s o u r c e  r e l a t i o n s h i p  w i t h  t h e  P a c i f i c  R i m  c o u n t r i e s .  A s  y o u  

k n o w ,  t h e s e  c o u n t r i e s  h a v e  h i s t o r i c a l l y  l o o k e d  t o  S o u t h e a s t  A s i a  a n d  

t h e  S o u t h  P a c i f i c  f o r  t h e i r  r e s o u r c e s .  T h e  n o t i o n  o f  l o o k i n g  n o r t h  is 
s o m e t h i n g  t h a t  t h e y  h a v e  r e a l l y  o n l y  r e c e n t l y  c o n s i d e r e d .

T h e  e x c h a n g e  o f  l e g i s l a t i v e  m i s s i o n s  h a s  c r e a t e d  a w a r e n e s s  a m o n g  

s o m e  J a p a n e s e  p o l i t i c a l  l e a d e r s  o f  A l a s k a ' s  p o t e n t i a l ,  n o t  o n l y  f o r  

s u p p l y i n g  r e s o u r c e s ,  b u t  a l s o  f o r  e n h a n c i n g  J a p a n ' s  s e c u r i t y  r e l a t i o n ­

s h i p  w i t h  t h e  U . S .  T h e  s a m e  c a n  b e  s a i d  f o r  K o r e a n  p o l i t i c a l  l e a d e r s .  

E f f o r t s  s u c h  a s  t h e  l e g i s l a t i v e  m i s s i o n  n e e d  t o  b e  c o n t i n u e d  a n d  a c ­

c e l e r a t e d  w i t h i n  t h e s e  p o l i t i c a l  e s t a b l i s h m e n t s  t o  b r o a d e n  s u p p o r t  f o r  

t h e  c o n c e p t .

T h i s  i s  a m a t t e r  a b o u t  w h i c h  I f e e l  v e r y  s t r o n g l y .  I s h a r e  

A m b a s s a d o r  M i k e  M a n s f i e l d ' s  v i e w  t h a t  t h e  U n i t e d  S t a t e s '  b i l a t e r a l  

r e l a t i o n s h i p  w i t h  J a p a n  is t h e  m o s t  i m p o r t a n t  in t h e  w o r l d  a n d  I w o u l d  

l i k e  t o  d o  e v e r y t h i n g  I c a n  t o  e n h a n c e  it. K o r e a  is a l s o  i m p o r t a n t .  

E n h a n c i n g  a n d  p r o t e c t i n g  t h e s e  r e l a t i o n s h i p s  b y  t h e  s a l e  o f  A l a s k a ' s  

r e s o u r c e s  t o  t h e  P a c i f i c  R i m  a n d  b y  J a p a n e s e  a n d  K o r e a n  i n v e s t m e n t  in 

A l a s k a  a r e  o b v i o u s  t h i n g s  w e  c a n  d o.

I a m  g o i n g  t o  be  in J a p a n  f o r  a g o o d  d e a l  o f  t h i s  y e a r  w o r k i n g  o n

a b o o k .  I b e l i e v e  t h a t  I w o u l d  be  in a g o o d  p o s i t i o n  to  a t t e m p t  t o
e x p l a i n  A l a s k a ' s  p o t e n t i a l  w i t h i n  J a p a n e s e  p o l i t i c a l  c i r c l e s ,  a t  t h e  
h i g h e s t  l e v e l s .  M o r e o v e r ,  s i n c e  it w o u l d  b e  a p p r o p r i a t e  t o  i n c l u d e
B i l l  O v e r s t r e e t  in t h e s e  e f f o r t s ,  T b e l i e v e  w e  c o u l d  c r e a t e  a m e c h a n ­

i s m  t o  c a u s e  A l a s k a ' s  v i e w p o i n t  t o  b e  m a d e  k n o w n  w i t h  t h e s e  p e o p l e  o n  

a c o n t i n u i n g  b a s i s .

If y o u  f e e l  t h i s  w a r r a n t s  f u r t h e r  d i s c u s s i o n ,  p l e a s e  let m e  know.

V e r y  t r u l y  y o u r s ,

Dr. N a t h a n i e l  T h a y p r
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13 February 1984

Representative John Cowdery 

Pouch V

Juneau, Alaska 99811 

Dear John,

I enclose a copy of mv trip report. For some unknown 

reason, the hotel never cabled it to you, though I instructed 

them to d o  so.

I look forward to testifying tomorrow.

Sincerely,

Nathaniel B. Thayer 

Director of Asian Studies
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F u r t h e r  R e f l e c t i o n s  o n  t h e  A l a s k a  

R e l a t i o n s h i p  w i t h  E a s t  A s i a

O v e r  t h e  p a s t  t w o  d e c a d e s ,  a n e w  i n t e r n a t i o n a l  o r d e r  h a s  

e m e r g e d  i n  E a s t  A s i a .  C o m p o s e d  o f  t w e l v e  n a t i o n s  w i t h  m a r k e t  

e c o n o m i e s ,  f r i n g e d  b y  f o u r  n a t i o n s  w i t h  s o c i a l i s t ,  o r  c o m m a n d  

e c o n o m i e s ,  a n d  o n e  n a t i o n ,  C h i n a ,  m o v i n g  f r o m  a c o m m a n d  t o  a 

m a r k e t  e c o n o m y ,  t h e  o r d e r  h a s  a t  i t s  c e n t e r  J a p a n  a n d  t h e  

U n i t e d  S t a t e s .

T h e  b a s i s  o f  t h e  i n t e r n a t i o n a l  o r d e r  i s  m u t u a l  e c o n o m i c  

b e n e f i t .  E a c h  m e m b e r  n a t i o n  h o p e s  t o  s t i m u l a t e  i t s  g r o w t h  

t h r o u g h  e c o n o m i c  c o o p e r a t i o n .  A t  p r e s e n t ,  t r a d e  is t h e  m o s t  

d e v e l o p e d  t i e .  E a c h  E a s t  A s i a n  n a t i o n  t r a d e s  m o r e  w i t h  t h e  

o t h e r  E a s t  A s i a n  n a t i o n s  t h a n  it d o e s  w i t h  n a t i o n s  o u t s i d e  o f  

E a s t  A s i a .  L e d  b y  J a p a n  a n d  t h e  U n i t e d  S t a t e s ,  i n v e s t m e n t  

b e t w e e n  t h e  n a t i o n - s t a t e s  i s  a l s o  s t a r t i n g ,  J a p a n  s e e m s  

m o s t  i n t e r e s t e d  in t h e  d e v e l o p i n g  n a t i o n s ;  t h e  U n i t e d  S t a t e s  

s e e m s  m o s t  i n t e r e s t e d  in t h e  n e w l y  i n d u s t r i a l i z e d  s t a t e s .

T h e  g r o w u n  r a t e s  o f  d e v e l o p i n g  a n d  n e w l y  i n d u s t r i a l i z e d  

s t a t e s  is h i g h ,  w i t h  s o m e  E a s t  A s i a n  n a t i o n s  h a v i i g  g r o w t h  

r a t e s  in t h e  d o u b l e  d i g i t s .  C l e a r l y ,  E a s t  A s i a  w i l l  b e  at 

t h e  f o r e f r o n t  o f  t h e  w o r l d ' s  e c o n o m i c  » . c t i v i t y  i n  t h e  y e a r s  

a h e a d .

A l a s k a ,  b y  b o t h  g e o g r a p h i c  a n d  > c o n o m i c  l o g i c ,  b e l o n g s  

t o  t h i s  n e w  i n t e r n a t i o n a l  o r d e r .  Y e t ,  at t h e  p r e s e n t  t i m e ,



n o n e  o f  t h e  o t h e r  n a t i o n s  i n  t h e  i n t e r n a t i o n a l  o r d e r  r e c o g n i z e

t h e  r e l a t i o n s h i p .  A l a s k a  i s  s e e n  a s  p a r t  o f  t h e  U n i t e d  S t a t e s ,

■its f a t e  i m m u t a b l y  h o o k e d  t o  t h a t  o f  t h e  U n i t e d  S t a t e s ,  t h e

a r t i c u l a t i o n  o f  i t s  i n t e r e s t s  e m a n a t i n g  f r o m  W a s h i n g t o n .

A l a s k a ' s  g r e a t e s t  t a s k ,  t h e n ,  i s  t o  d e m o n s t r a t e  t h a t  i t  

i s  p a r t  o f  t h i s  n e w  i n t e r n a t i o n a l  o r d e r .  W h i l e  p a r t  o f  t h e  

U n i t e d  S t a t e s ,  i t s  i n t e r e s t s  a r e  n o t  n e c e s s a r i l y  i d e n t i c a l  

t o  t h e  i n t e r e s t s  o f  t h e  l o w e r  f o r t y - e i g h t  s t a t e s .  It d o e s  

n o t  r e l y  o n  W a s h i n g t o n  f o r  t h e  a r t i c u l a t i o n  o f  i t s  i n t e r e s t s .

It c a n  s p e a k  f o r  i t s e l f .  A l a s k a  h a s  m u c h  t o  c o n t r i b u t e  t o  

t h e  d e v e l o p m e n t  o f  t h e  o t h e r  E a s t  A s i a n  a n d  S o u t h e a s t  A s i a n  

s t a t e s .  A l a s k a  h a s  m u c h  t o  g a i n  f r o m  t h i s  c o n t r i b u t i o n .

I f  t h e  i n t e r n a t i o n a l  o r d e r  i s  c o o p e r a t i v e ,  i t  is a l s o  

c o m p e t i t i v e .  A l a s k a  b e l o n g s  t o  t h e  r e s o u r c e  r i c h  n a t i o n s .  

I n d o n e s i a ,  M a l a y s i a ,  A u s t r a l i a ,  a n d  T h a i l a n d  a r e  o t h e r  

e x a m p l e s .  I t  m u s t  c o m p e t e  w i t h  t h e m .  A n d ,  i n  m a n y  r e s p e c t s ,  

A l a s k a  is b e h i n d  t h e  p o w e r  c u r v e .

P o l i t i c a l  p h i l o s o p h y  i s  a c a s e  in p o i n t .  A l a s k a  h a s  

d e r i v e d  i t s  r u l e s  o f  g o v e r n a n c e  f r o m  e a r l y  A m e r i c a n  a n d  E u r o ­

p e a n  e x p e r i e n c e .  It b e l i e v e s  t h a t  t h e  s t a t e  s h o u l d  p a r t i c i p a t e  

in b u s i n e s s  o n l y  t o  t h e  e x t e n t  o f  r e g u l a t i n g  i t. T h e  E a s t  

A s i a n  s t a t e s ,  o n  t h e  o t h e r  h a n d ,  d e r i v e  t h e i r  r u l e s  o f  

g o v e r n a n c e  f r o m  t h e  J a p a n e s e  e x p e r i e n c e ,  t h e  l a s t  o f  t h e  

b i g  p o w e r s  t o  m o d e r n i z e .  T h e y  b e l i e v e ,  a n d  t h e  J a p a n e s e  

b e l i e v e ,  t h a t  t h e  s t a t e  h a s  t h e  r e s p o n s i b i l i t y  o f  f o s t e r i n g  

d e v e l o p m e n t .  G o v e r n m e n t  s h o u l d  b e  a p a r t n e r  o f  b u s i n e s s .
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T h e  d e v e l o p m e n t a l  s t a t e  i s  n o t  a s o c i a l i s t  s t a t e .  I n  a 

s o c i a l i s t  s t a t e ,  t h e  a u t h o r i t i e s  c o n t r o l  a l l  t h e  f a c t o r s  o f  

p r o d u c t i o n ,  a r e  r e l a t i v e l y  i n d i f f e r e n t  t o  p r i c e  a n d  t o  

c o m p e t i t i o n .  I n  t h e  d e v e l o p m e n t a l  s t a t e ,  t h e  a u t h o r i t i e s  

a r e  m o s t  s e l e c t i v e  a b o u t  w h e r e  t h e y  i n t e r v e n e .  T h e y  p r o t e c t  

i f  n o t  s t r e n g t h e n  t h e  t e r m s  o f  c o m p e t i t i o n .  T h e y  a c c e p t  t h e  

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

T h e  E a s t  A s i a n  n a t i o n s  h ^ v e  d e v e l o p m e n t  s t r a t e g i e s .  T h e s e  

s t r a t e g i e s  a r e  d e l i n e a t e d  i n  p l a n s .  T h e s e  p l a n s  a r e  i m p o r t a n t  

f o r  t w o  r e a s o n s .  F i r s t ,  t h e i r  p r e p a r a t i o n  r e g u i r e s  b o t h  

g o v e r n m e n t  o f f i c i a l s  a n d  b u s i n e s s m e n  t o  c o m e  t o g e t h e r  t o  

e s t a b l i s h  g o a l s  a n d  s e t  p r i o r i t i e s .  D r e a m s  a r e  m a d e  r e a l  a n d  

p r a c t i c a l .  S e c o n d ,  t h e  p l a n s  s e r v e  a s  a d v e r t i s e m e n t s .  T h e y  

i n f o r m  o t h e r  n a t i o n s  w h a t  w i l l  b e  h a p p e n i n g .  T h e  o t h e r  n a t i o n s  

c a n  s h a p e  t h e i r  p l a n s  t o  m a k e  b e s t  u s e  o f  t h e i r  a d v a n t a g e s .  T h e  

o t h e r  n a t i o n s  c a n  l e a r n  w h e t h e r  o r  n o t  t h e y  w i s h  t o  i n v e s t  in 

t h e  p l a n - w r i t i n g  n a t i o n .  T h e r e  h a v e  b e e n  m a n y  i n s t a n c e s  w h e r e  

t h e  p l a n s  h a v e  s e r v e d  as t h e  b a s i s  f o r  i n t e r n a t i o n a l  c o o p e r a t i o n .

T h e  E a s t  A s i a n  n a t i o n s  p u s h  t h e i r  i n t e r e s t s  o v e r s e a s .

T h e y  d o  t h i s  t h r e e  w a y s :  t h r o u g h  i n t e r n a t i o n a l  o r g a n i z a t i o n s —

A S E A N  is a c a s e  in p o i n t ;  t h r o u g h  t h e  r i g o r o u s  t r a i n i n g  o f  

i t s  o f f i c i a l s  in d i p l o m a c y  a n d  d e v e l o p m e n t a l  e c o n o m i c s ;  a n d  

t h r o u g h  t h e  e s t a b l i s h m e n t  o f  l a r g e  e m b a s s i e s .

E a c h  E a s t  A s i a n  n a t i o n  h a s  r e p r e s e n t a t i o n  in t h e  c a p i t a l  

o f  e v e r y  o t h e r  A s i a n  n a t i o n  a s  w e l l  a s  in t h e  c a p i t a l s  o f  e a c h  

i n d u s t r i a l i z e d  s t a t e .  T h e s e  e m b a s s i e s  r e p o r t  on t h e  d e v e l o p m e n t s ,  

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

i n v e s t m e n t .  T h e y  a r e  w o r t h  e v e r y  p e n n y  i n v e s t e d  in t h e m .
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F i r s t  o f  a l l ,  A l a s k a  s h o u l d  l o o k  t o  i t s  g o v e r n i n g  

m e c h a n i s m s .  S h o u l d  t h e  A l a s k a n  g o v e r n m e n t  r e f l e c t  A m e r i c a  

a t  t h e  t i m e  o f  t h e  C i v i l  W a r ,  s h o u l d  it r e m a i n  i n  i t s  

p h i l o s o p h y  a r e g u l a t o r y  s t a t e ?  O r  s h o u l d  t h e  A l a s k a n  

g o v e r n m e n t  l o o k  o v e r s e a s  t o  l a t e  n i n e t e e n t h  c e n t u r y  G e r m a n ,  

t o  p o s t w a r  J a p a n ,  a n d  n o w  t o  S o u t h  K o r e a ,  z . n g a p o r e , a n d  T a i w a n  

t o  b e c o m e  a d e v e l o p m e n t a l  s t a t e ?

S e c o n d ,  A l a s k a  s h o u l d  f i g u r e  o u t  w h e r e  it i s  g o i n g .

T h e r e  a r e  l o t s  o f  t e s t e d  b u t  d i f f e r e n t  d e v e l o p m e n t a l  

s t r a t e g i e s  t o  r e v i e w .  A n d  t h e r e  is p l e n t y  o f  r o o m  t o  a r g u e  

o v e r  h o w  d e t a i l e d  a n d  w h o  s h o u l d  a c t u a l l y  u n d e r t a k e  a n d  

p a r t i c i p a t e  i n  t h e s e  r e v i e w s .  B u t  t h e r e  is l i t t l e  q u e s t i o n  

t h a t  s o m e  s o r t  o f  a s t r a t e g y  s e t  d o w n  is s o m e  s o r t  o f  a p l a n  

is n e e d e d .

F i n a l l y ,  A l a s k a  n e e d s  a f o r e i g n  S e r v i c e .  C u r r e n t l y ,

A l a s k a  h a s  a s m a l l  o f f i c e  i n  T o k y o .  I t s  p e r s o n n e l  a r e  o f  

h i g h  q u a l i t y .  I t s  m a n a g e r  is p o l i t i c a l l y  s a v v y .  T h e y  

r e p r e s e n t  A l a s k a  w e l l .  B u t  t h e  o f f i c e  is m i n i s c u l e  c o m p a r e d  

t o  t h e  e m b a s s i e s  o f  t h e  o t h e r  A s i a n  s t a t e s ,  m a n y  o f  w h o m  h a v e  

s t a f f s  t h a t  n u m b e r  in t h e  h u n d r e d s ,  a l l  a g g r e s s i v e l y  p u s h i n g  

t h e i r  n a t i o n ' s  i n t e r e s t s .

S o  m u c h  f o r  b r o a d  s t a t e m e n t s .  N o w  l e t  m e  o f f e r  s o m e  

d e t a i l e d  c o m m e n t s .

In t e r n s  o f  p r o d u c t ,  A l a s k a n s  a r e  p r o b a b l y  c o r r e c t  in 

f i r s t  c o n c e n t r a t i n g  o n  t h e  s a l e  o f  e n e r g y - - o i l , g a s ,  a n d  c o a l .

What s h o u l d  A l a s k a  be d o i n g ?



A l a s k a  h a s  c o m p a r a t i v e  a d v a n t a g e  o v e r  t h e  o t h e r  e n e r g y  s t a t e s  

i n  t w o  r e s p e c t s :  It h a s  s h o r t  l i n e s  o f  s u p p l y  n o t  e a s i l y

s u b j e c t  t o  i n t e r d i c t i o n  u n l e s s  t h e  i n t e r d i c t i n g  s t a t e  w i s h e s  

t o  m e s s  w i t h  t h e  U . S .  N a v y .  A n d  p o l i t i c a l  c o n d i t i o n s  in 

A l a s k a  a r e  s u c h  t h a t  p o l i t i c ^  w i l l  n o t  d i s r u p t  p r o d u c t i o n .

B u t  A l a s k a n s  s h o u l d  a g g r e s s i v e l y  s t a r t  t o  p u s h  t h e i r  

o t h e r  r e s o u r c e s — f i s h ,  l u m b e r ,  m i n e r a l s ,  a n d  h y d r o - e l e c t r i c  

p o w e r .  J a p a n e s e  a n d  K o r e a n  c o m p a n i e s  a r e  b e g i n n i n g  t o  p e d d l e  

A l a s k a n  r e s o u r c e s  in t h e  o t h e r  c o u n t r i e s  o f  E a s t  A s i a  a n d  in 

t h e  U n i t e d  S t a t e s .  T h e y  s h o u l d  n o t  b e  d i s c o u r a g e d .  B u t  t h e  

A l a s k a n s  s h o u l d  d o  m o r e  t h e m s e l v e s .

F i n a l l y ,  A l a s k a  s h o u l d  t r y  t o  t a k e  a d v a n t a g e  o f  c o n d i t i o n s  

in t h e  o t h e r  A s i a n  n a t i o n s .  T w o  e x a m p l e s  i m m e d i a t e l y  c o m e  t o  

m i n d .  B e c a u s e  o f  h i g h  p o w e r  c o s t s ,  t h e  J a p a n e s e  a l u m i n u m  

i n d u s t r y  is n o  l o n g e r  i n t e r n a t i o n a l l y  c o m p e t i t i v e .  It is 

d e c l i n i n g  a n d  t h e  J a p a n e s e  g o v e r n m e n t  is p r e p a r e d  to l o o k  t o  

f o r e i g n  s o u r c e s  f o r  i t s  a l u m i n u m  i n g o t s .  W h y  s h o u l d n ' t  t h i s  

i n d u s t r y  m o v e  t o  A l a s k a ,  w h e r e  p o w e r  is c h e a p ?

A s e c o n d  e x a m p l e  is c e m e n t .  D u r i n g  t h e  t r i p  w e  h e a r d  

t h e  o f f i c i a l s  o f  t h e  D A E  L I M  C o m p a n y  b o a s t  t h a t  t h e y  h a d  b u i l t  

a n d  w e r e  r u n n i n g  t h e  w o r l d ' s  l a r g e s t  c e m e n t  p l a n t .  T h a t  p l a n t  

w i t h  i t s  o t h e r  p l a n t s  m a y  s u p p l y  t h e  d o m e s t i c  n e e d s  o f  K o r e a  

a s  w e l l  a s  t h e  n e e d s  o f  t h e  K o r e a n  c o n s t r u c t i o n  f i r m s  o v e r ­

s e a s .  B u t  c e r t a i n l y ,  D A E  L I M  w i s h e s  t o  f u r t h e r  p r o f i t  b y  

e x p o r t i n g  i t s  c e m e n t  t e c h n o l o g y ,  t o o .  S h o u l d  it n o t  b e  i n v i t e d  

t o  l o o k  a t  c o n d i t i o n s  in A l a s k a  t o  d e t e r m i n e  i f  t h e r e  is r o o m  

f o r  a c e m e n t  i n d u s t r y ?
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F i n a l l y ,  d u r i n g  t h e  t r i p  w e  h e a r d  f r e q u e n t l y  b u s i n e s s m e n ,  

p o l i t i c i a n s ,  a n d  o f f i c i a l s  s a y  t h a t  t h e y  o f t e n  t r a n s i t e d  

A l a s k a .  I h a v e  c o m e  t o  c o n c l u d e  t h a t  m o s t  o f  t h e  w o r l d ' s  

l e a d e r s  h a v e  at o n e  t i m e  o r  a n o t h e r  s t o o d  a r o u n d  i n  t h e  

i n t e r n a t i o n a l  l o u n g e  i n  t h e  F a i r b a n k  o r  A n c h o r a g e  a i r p o r t  

f o r  a n  h o u r  o r  s o, w a i t i n g  f o r  t h e i r  p l a n e  t o  b e  f u e l e d  f o r  

an  o n g o i n g  f l i g h t .  S h o u l d n ' t  t h e s e  a i r p o r t s  h a v e  s m a l l  

t h e a t e r s  w h e r e  t h e  A l a s k a n  g o v e r n m e n t  c o u l d  s h o w  f i l m s ,  w i t h  

s o u n d  t r a c k s  i n  s e v e r a l  l a n g u a g e s ,  e x t o l l i n g  w h a t  A l a s k a  h a s  

a n d  w h a t  A l a s k a  c a n  d o ?

In t e r m s  o f  t a r g e t  n a t i o n s ,  A l a s k a  s h o u l d  c o n c e n t r a t e  o n  

J a p a n .  It is t h e  w o r l d ' s  s e c o n d  l a r g e s t  e c o n o m y .  I t s  

a p p e t i t e  f o r  n a t u r a l  r e s o u r c e s  i s  v o r a c i o u s .  It h a s  a 

s u b s t a n t i a l  a n d  g r o w i n g  i m b a l a n c e  o f  t r a d e  w i t h  t h e  U n i t e d  

S t a t e s  a n d  it h a s  an i m p a t i e n t  a n d  c o m p l a i n i n g  A m e r i c a n  

g o v e r n m e n t  l e a n i n g  o n  it t o  c o r r e c t  t h i s  i m b a l a n c e .  T h e s e  

f a c t o r s  s u g g e s t  t h a t  J a p a n  s h o u l d  b e  w i l l i n g  t o  b u y  A l a s k a n  

p r o d u c t s .

B u t  n o t  a l l  f a c t o r s  f a v o r  A l a s k a .  F o r  o v e r  a c e n t u r y ,  

t h e  J a p a n e s e  h a v e  s a i d  t h a t  t h e y  h a v e  t h e  r e s p o n s i b i l i t y  f o r  

l e a d i n g  A s i a ,  f o r  d e v e l o p i n g  c o n d i t i o n s  o f  p e a c e  a n d  p r o s p e r i t y  

in t h e  o t h e r  A s i a n  n a t i o n s .  T h a t  m e a n s  t h a t  t h e  J a p a n e s e  l o o k  

m o r e  f a v o r a b l y  s o u t h  t h a n  t h e y  d o  n o r t h .  . S e c o n d l y ,  J a p a n  h a s  

s p e n t  m u c h  t i m e  a n d  t r e a s u r e  d e v e l o p i n g  r e s o u r c e s  in S o u t h e a s t  

A s i a  a n d  A u s t r a l i a .  It w i l l  n o t  p u t  a s i d e  t h i s  i n v e s t m e n t  

r e a d i l y .  T h i r d l y ,  A s i a n s  h a v e  t h e  t i e s  t o  a n d  k n o w  h o w  t o  

s e l l  t o  t h e  J a p a n e s e ,  s o m e t h i n g  t h a t  t h e  A l a s k a n s  c a n n o t  d o > y e t



F i n a l l y ,  t h e  J a p a n e s e  h a v e  b e c o m e  a c c u s t o m e d  t o  a n d  k n o w  h o w  

t o  d e f l e c t  W a s h i n g t o n  c o m p l a i n t s .  T h e y  a r e  a w a r e  t h a t  b o t h  

J a p a n  a n d  t h e  U n i t e d  S t a t e s  h a v e  a g a i n  e n t e r o d  a n  u p w a r d  p h a s e  

o f  t h e  b u s i n e s s  c y c l e  a n d  d u r i n g  t h e s e  u p w a r d  t h r u s t s ,  W a s h i n g t o n  

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

T h e s e  n e g a t i v e  f a c t o r s  l e a d  m e  t o  c o n c l u d e  t h a t  A l a s k a  

w i l l  f i r s t  b e  a b l e  t o  s u c c e e d  in i t s  o v e r s e a s  e f f o r t s  in 

K o r e a .  It h a s  a b o o m i n g  e c o n o m y .  It h a s  g o v e r n m e n t  o f f i c i a l s  

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

t o w a r d s  t h e  U n i t e d  S t a t e s .  It h a s  a n  u n f a v o r a b l e  b a l a n c e  o f  

t r a d e  w i t h  t h e  U n i t e d  S t a t e s  a n d  b o t h  i t s  b u s i n e s s m e n  a n d  

o f f i c i a l s  w a n t  t o  c o r r e c t  t h a t .  K o r e a  d o e s  n o t  h a v e  a n y  

p o l i t i c a l  g o a l s  i n  S o u t h e a s t  A s i a ,  t h o u g h  it is d a l l y i n g  w i t h  

t h e  i d e a  o f  h e l p i n g  t h e  C h i n e s e  d e v e l o p  M a n c h u r i a  a n d  t h e  

R u s s i a n s  t o  d e v e l o p  S i b e r i a  w i t h  t h e  a i m  o f  o u t f l a n k i n g  t h e  

N o r t h  K o r e a n s .  F i n a l l y ,  K o r e a  h a s  a h e a l t h y  a p p e t i t e  f o r  

r a w  m a t e r i a l s ,  p a r t i c u l a r l y  e n e r g y .

A l a s k a  s h o u l d  n o t  o v e r l o o k  T a , v a n . It, t o o ,  is s h o r t  

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

r e a s o n s ,  t o  p u r c h a s e s  f r o m  t h e  U n i t e d  S t a t e s .  T h e  P h i l i p p i n e s  

a r e  p r e s e n t l y  in p o l i t i c a l  t u r m o i l .  B u t  t h a t  w i l l  p a s s .

A l t h o u g h  r i c h  in s o m e  r e s o u r c e s ,  it i s  s h o r t  o f  e n e r g y .  It 

is a n o t h e r  p o t e n t i a l  m a r k e t  f o r  A l a s k a .  F i n a l l y ,  A l a s k a  

s h o u l d  b e  e x t e n d i n g  f e e l e r s  t o  H o n g  K o n g  a n d  S i n g a p o r e .  T h e y ,  

t o o ,  h a v e  h i g h  g r o w t h  r a t e s ,  r e s o u r c e  s h o r t a g e s ,  a n d  w a n t  t o  

e s t a b l i s h  c l o s e r  t i e s  w i t h  t h e  U n i t e d  S t a t e s .
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I - P U R P O S E  AN D M E T H O D O L O G Y

T h e  p r i m a r y  p u r p o s e  o f  t h i s  r e p o r t  is t o  p r o v i d e  t h e  A l a s k a  

H o u s e  o f  R e p r e s e n t a t i v e s  w i t h  a f e a s i b i l i t y  s t u d y  f o r  t h e  

e s t a b l i s h m e n t  o f  a n  A l a s k a  t r a d e  o f f i c e  i n  K o r e a ,  a s  w e l l  as 

a s e t  of g u i d e l i n e s  a n d  r e c o m m e n d a t i o n s ,  i n c l u d i n g  p r o p o s e d  

g o a l s  a n d  o b j e c t i v e s ,  f o r  t h e  e s t a b l i s h m e n t ,  s t a f f i n g  a n d  

o p e r a t i o n  o f  s u c h  a n  o f f i c e .

T h e  s c o p e  o f  t h i s  f e a s i b i l i t y  s t u d y  i s  l i m i t e d  t o  t h e  

f o l l o w i n g  s p e c i f i c a l l y  r e q u e s t e d  t o p i c s  a n d  a r e a s :

1. O u t l i n i n g  t h e  c u r r e n t  s t r u c t u r e  o f  t h e  A l a s k a  S t a t e  

A s i a n  O f f i c e  ( A S A O )  in T o k y o ,  i n c l u d i n g  s t a f f i n g  

a n d  c o s t s  of o p e r a t i o n ;

2. A n a l y z i n g  t h e  o p e r a t i o n  a n d  f u n c t i o n s  o f  t h e  A S A O ;  

e v a l u a t i n g  i t s  e f f e c t i v n e s s  a n d  e x a m i n i n g  t h e  

o p t i o n  of e x t e n d i n g  i t s  o p e r a t i o n  to i n c l u d e  t h e  

r a p i d l y  i n c r e a s i n g  t r a d e  r e l a t i o n s  a n d  a c t i v i t i e s  
i n  K o r e a ;

3. R e v i e w i n g  t h e  a c t i v i t i e s  o f  o t h e r  s t a t e s  t h a t  h a v e  

e s t a b l i s h e d  t r a d e  o f f i c e s  i n  K o r e a ;

A. P r o v i d i n g  a h i s t o r y  o f  A l a s k a - K o r e o n  t r a d e  e f f o r t s  

a n d  a c t i v i t i e s ;

5. O u t l i n i n g  t h e  s t r o n g e s t  a r e a s  of K o r e a n  i n t e r e s t  in 

A l a s k a  a n d  e x a m i n i n g  t h e  p o t e n t i a l  e c o n o m i c  

b e n e f i t s  to t h e  s t a t e  f r o m  i n c r e a s e d  t r a d e  w i t h  

K o r e a  a n d  f r o m  i n c r e a s e d  K o r e a n  i n v e s t m e n t  in 

A l a s k a ;

6. S y n t h e s i z i n g  t h e  m a t e r i a l s  a n d  i n f o r m a t i o n  g a t h e r e d  

f r o m  K o r e a n  b u s i n e s s  p e o p l e  a n d  g o v e r n m e n t a l  

o f f i c a l s ,  e s p e c i a l l y  i n f o r m a t i o n  r e g a r d i n g  K o r e a n  

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

7. S e t t i n g  f o r t h  a n d  d i s c u s s i n g  t h e  m a i n  r e a s o n s  f o r  

t h e  d e s i r a b i l i t y  a n d  f e a s i b i l i t y  of e s t a b l i s h i n g  a 

s e p e r a t e  A l a s k a  t r a d e  o f f i c e  in K o r e a  a n d  o u t l i n i n g  

a p l a n  f o r  t h e  s e t t i n g  up, s t a f f i n g  a n d  o p e r a t i o n  
o f  s u c h  a n  o f f i c e .

A . P u r p o s e  and Sco pe .
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T h i s  s t u d y  w a s  a c c o m p l i s h e d  i n  t h r e e  p h a s e s .  T h e  f i r s t  w a s  

a i m e d  at o b t a i n i n g  i d e a s  a n d  i n f o r m a t i o n  f r o m  v a r i o u s

A l a s k a n  b u s i n e s s  p e o p l e  a n d  p u b l i c  o f f i c i a l s  r e g a r d i n g  t h e  

e s t a b l i s h m e n t ,  f u n c t i o n s ,  g o a l s  a n d  p o l i c i e s  o f  a n  A l a s k a n  

t r a d e  o f f i c e  in K o r e a .  T h e  o r g a n i z a t i o n s  c o n t a c t e d  in t h i s

r e g a r d  i n c l u d e d  t h e  A l a s k a - K o r e a  B u s i n e s s  C o u n c i l  ( A K B C ) ,

a n d  t h e  A n c h o r a g e  o f f i c e s  o f  t h e  U . S .  D e p a r t m e n t  of

C o m m e r c e ,  t h e  I n t e r n a t i o n a l  T r a d e  A d m i n i s t r a t i o n ,  a n d  t h e  

R e s o u r c e  D e v e l o p m e n t  C o u n c i l  f o r  A l a s k a ,  I n c .  N u m e r o u s  

A l a s k a n s  p r e s e n t l y  i n v o l v e d  o r  c o n t e m p l a t i n g  b e i n g  i n v o l v e d  

i n  t r a d e  w i t h  K o r e a  w e r e  a l s o  i n t e r v i e w e d .

T h e  s e c o n d  p h a s e  w a s  c o n d u c t e d  i n  S e o u l ,  K o r e a .  I n t e r v i e w s

•were h e l d  w i t h  K o r e a n  g o v e r n m e n t  a n d  b u s i n e s s  l e a d e r s  to

o b t a i n  t h e i r  i d e a s  a n d  i n f o r m a t i o n  r e g a r d i n g  t h e

e s t a b l i s h m e n t  o f  a n  A l a s k a n  t r a d e  o f f i c e  in t h e i r  c o u n t r y .

A m o n g  t h e  g o v e r n m e n t  a g e n c i e s ,  t r a d e  a s s o c i a t i o n s  a n d

b u s i n e s s  g r o u p s  c o n t a c t e d  w e r e  t h e  f o l l o w i n g :

K o r e a n  F o r e i g n  M i n i s t r y ;

K o r e a n  M i n i s t r y  of C o m m e r c e  a n d  I n d u s t r y ;

E c o n o m i c  P l a n n i n g  B o a r d ;

N a t i o n a l  T a x  A d m i n i s t r a t i o n ;

K o r e a - U . S .  E c o n o m i c  C o u n c i l ;

K o r e a  T r a d e  A s s o c i a t i o n  ( K O T R A ) ;

S a m s u n g  C o m p a n y ,  L t d . ;

H y u n d a i  C o m p a n y ,  L t d . ;

K u k g e - I C C  C o r p o r a t i o n ;

D a e w o o  C o r p o r t i o n ;

K o l o n  C o r p o r a t i o n ;

N a m j u  D e v e l o p m e n t  C o r p o r a t i o n ;

V a r i o u s  m i d d l e - s i z e d  a n d  s m a l l e r  K o r e a n  b u s i n e s s  

e n i t i e s ;

S e o u l  o f f i c e  of t h e  U . S .  E m b a s s y ,  C o m m e r c i a l  S e c t i o n ;  

S e o u l  o f f i c e  of t h e  U . S .  C h a m b e r  o f  C o m m e r c e .

B. P R O C E D U R E S  F O L L O W E D
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T h e  t h i r d  a n d  f i n a l  p h a s e  of t h i s  s t u d y  i n v o l v e d  t h e  

s y n t h e s i z i n g  of a l l  t h e  d a t a  c o l l e c t e d  ir. t h e  f i r s t  t w o  

p h a s e s ,  f o c u s i n g  o n  t h e  a r e a s  s p e c i f i c a l l y  r e q u e s t e d  b y  t h e  

A l a s k a  S t a t e  H o u s e  of R e p r e s e n t a t i v e s  a n d  a s  s e t  f o r t h  in 

t h e  p r e c e d i n g  s u b s e c t i o n .

C. G e n e r a l  R e s u l t s .

T h e  c o n t a c t s  t h a t  w e r e  m a d e  a n d  t h e  i n t e r v i e w s  t h a t  w e r e  

c o n d u c t e d  i n  b o t h  A l a s k a  a n d  K o r e a  r e v e a l e d  a r e m a r k a b l e  

d e g r e e  o f  i n t e r e s t  f r o m  a l l  sourv ^ s .  T h e  a m o u n t  o f  c a n d i d  

a n d  p o s i t i v e  i n p u t  f r o m  A l a s k a n  a n d  K o r e a n  b u s i n e s s  p e o p l e  

a n d  g o v e r n m e n t  o f f i c i a l s  w a s  v e r y  e n c o u r a g i n g ,  b u t  s o m e w h a t  

u n e x p e c t e d  i n  l i g h t  o f  w h a t  a p p e a r s  t o  h a v e  b e e n  a v e r y  

l i m i t e d  a m o u n t  o f  c o m m u n i c a t i o n  a n d  s h a r i n g  o f  d e t a i l e d  

b u s i n e s s  a n d  t r a d e  i n f o r m o t i o n  b e t w e e n  A l a s k a  a n d  K o r e a  in 

t h e  p a s t .
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II - H I S T O R Y  O F  A L A S K A - K O R E A N  T R A D E

A . L i m i t a t i o n s .

T h e r e  is v e r y  l i t t l e  d o c u m e n t a t i o n  a v a i l a b l e  t h a t  

s p e c i f i c a l l y  d e a l s  w i t h  p a s t  a n d  c u r r e n t  t r a d e  a c t i v i t i e s  

b e t w e e n  K o r e a  a n d  A l a s k a .  M o s t  of t h e  i n f o r m a t i o n  o b t a i n e d  

f o r  t h i s  s t u d y  w a s  t h e  p r o d u c t  o f  i n t e r v i e w s  w i t h  

i n d i v i d u a l s  f a m i l i a r  w i t h  , o r  w a s  d e r i v e d  f r o m  p u b l i c a t i o n s  

t h a t  a d d r e s s e d  o n l y  s m a l l  p o r t i o n s  of t h e  o v e r a l l  p i c t u r e  or 

i n c l u d e d  i n f o r m a t i o n  o n  K o r e a  t h a t  w a s  o n l y  i n c i d e n t a l  to 

o t h e r  t o p i c s .  A s  a r e s u l t ,  i t  i s  i m p o s s i b l e  to p r e s e n t  a n  

a c c u r a t e ,  c o m p r e h e n s i v e  a n d  u p  to d a t e  s u m m a r y  o f  A l a s k a -  

K o r e a  t r a d e  a c t i v i t i e s .  T h u s ,  w h a t  f o l l o w s  is o n l y  a 

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

r e c e n t  l e v e l  o f  t r a d e ,  a s  to w h i c h  s o m e  e x a m p l e s  a n d  

s t a t i s t i c s  w e r e  a v a i l a b l e .

B. C a p s u l e  H i s t o r y .

U n t i l  v e r y  r e c e n t l y  d i r e c t  t r a d e  b e t w e e n  A l a s k a  a n d  K o r e a  

h a s  b e e n  r e l a t i v e l y  s p a r s e  c o m p a r e d  to t r a d e  a c t i v i t i e s  

b e t w e e n  A l a s k a  a n d  J a p a n ,  f o r  e x a m p l e .

A l a s k a - K o r e a n  t r a d e  a c t i v i t i e s  h a v e  g e n e r a l l y  i n v o l v e d  

e x p o r t i n g  A l a s k a n  n a t u r a l  r e s o u c e  p r o d u c t s ,  p a r t i c u a r l y  

f i s h ,  t i m b e r  a n d  c o a l ,  t o  K o r e a .  In a d d i t i o n ,  s o m e  K o r e a n  

f i r m s  h a v e  s u p p l i e d  i n d u s t r i a l  m a t e r i a l s  f o r  A l a s k a n  c a p i t a l  

p r o j e c t s ,  a n d  in a f e w  c a s e s  K o r e a n  f i r m s  h a v e  b e e n  a w a r d e d  

c o n t r a c t s  to c o n s t r u c t  a l l  o r  s u b s t a n t i a l  p o r t i o n s  o f  s u c h  

p r o j e c t s .  I n  m o r e  r e c e n t  y e a r s ,  K o r e a n  f i r m s  h a v e

p a r t i c i p a t e d  a n d  s h o w n  a s t r o n g  i n t e r e s t  in c o n t i n u i n g  to



p a r t i c i p a t e  i n  j o i n t  v e n t u r e s  w i t h  A l a s k a n  b u s i n e s s e s ,  

e s p e c i a l l y  t h o s e  i n v o l v e d  in n a t u r a l  r e s o u r c e  e x t r a c t i o n  a n d  

d e v e l o p m e n t .

C. L e v e l  o f  T r a d e .

As  to t h e  s p e c i f i c  l e v e l  of A l a s k a - K o r e a n  t r a d e  a c t i v i t i e s ,  

a c c o r d i n g  to a t a b l e  in t h e  1 9 8 0  A l a s k a  S t a t i s t i c a l  R e v i e w  

l i s t i n g  t h e  v a l u e  o f  A l a s k a n  i m p o r t s  a n d  e x p o r t s  by n a t i o n  

f o r  s e l e c t e d  y e a r s  b e t w e e n  1 9 7 0  a n d  1 9 7 9 ,  i n  1 9 7 0  K o r e a  

r a n k e d  4 t h  as a r e c i p i e n t  o f  A l a s k a n  e x p o r t s ,  b e h i n d  J a p a n ,  

I n d i a  a n d  C a n a d a .  I n  1 9 7 9 ,  K o r e a  a g a i n  r a n k e d  4 t h ,  t h i s  

t i m e  b e h i n d  J a p a n ,  I n d i a ,  a n d  t h e  P e o p l e ' s  R e p u b l i c  of 

C h i n a .  J a p a n  w a s  c l e a r l y  t h e  d o m i n a n t  e x p o r t  m a r k e t  f o r  

A l a s k a ,  r e c e i v i n g  o v e r  8 0 %  o f  a l l  A l a s k a n  e x p o r t s ,  w h i l e  

K o r e a  d o e s  n o t  a p p e a r  t o  h a v e  b e e n  a s i g n i f i c a n t  m a r k e t  

d u r i n g  t h e  1 9 7 0 ' s .

A c c o r d i n g  to s t a t i s t i c s  f r o m  t h e  A l a s k a  D e p a r t m e n t  of 

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  o n ,  A l a s k a n  e x p o r t s  to 

E a s t  A s i a n  m a r k e t s  f o r  t h e  y e a r s  1 9 7 8  t h r o u g h  1 9 8 2 ,  K o r e a  

w a s  c o n s i s t a n t l y  r a n k e d  b e h i n d  J a p a n  a n d  t h e  P e o p l e ' s  

R e p u b l i c  of C h i n a  u n t i l  1 9 8 2 ,  w h e n  i t  s u r p a s s e d  t h e  l a t t e r .  

H o w e v e r ,  it s h o u l d  b e  n o t e d  t h a t  i n  1 9 8 2  t h e  s a l e  of 2 

r e c o n d i t i o n e d  j e t  a i r c r a f t  to K o r e a  a c c o u n t e d  f o r  o v e r  h a l f  

t h e  t o t a l  y e a r l y  f i g u r e .

I t  s h o u l d  f u r t h e r  be n o t e d  t h a t  t h e  s t a t i s t i c s  m e n t i o n e d  

a b o v e  r e f l e c t  o n l y  e x p o r t s  t h a t  w e r e  s h i p p e d  d i r e c t l y  to 

K o r e a  f r o m  A l a s k a .  M a n y  A l a s k a n  p r o d u c t s  h a v e  b e e n  a n d  a r e  

b e i n g  e x p o r t e d  to J a p a n ,  w h o s e  t r a d i n g  c o m p a n i e s  t h e n  s e l l



t h e m  to K o r e a .  F u r t h e r m o r e ,  s o m e  A l a s k a n  p r o d u c t s  h a v e  b e e n  

a n d  a r e  b e i n g  t r a n s p o r t e d  t o  t h e  c o n t i g u o u s  U n i t e d  S t a t e s  

b e f o r e  b e i n g  s h i p p e d  t o  K o r e a ,  a n d  n o  s t a t i s t i c s  a r e  

a v a i l a b l e  f o r  a l l  t h e s e  t y p e s  of t r a n s a c t i o n s .
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I l l  - O T H E R  S T A T E S ’ T R A D E  O F F I C E S 1

A c c o r d i n g  to a 1 9 8 0  s u r v e y ,  3 3  s t a t e s  w e r e  r e p r e s e n t e d  in

t h a t  y e a r  b y  t r a d e  o f f i c e s  i n  6 6  f o r e i g n  c o u n t r i e s .  T h i s

2
h a d  i n c r e a s e d  f r o m  2 0  s t a t e s  in 1 9 7 7 .  W h i l e  s o m e  s t a t e s  

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

t h r e e  y e a r s ,  i n t e r n a t i o n a l  t r a d e  s t a f f  f o r  s u c h  n a t i o n a l

o r g a n i z a t i o n s  a s  t h e  N a t i o n a l  A s s o c i a t i o n  o f  S t a t e

D e v e l o p m e n t  A g e n c i e s  ( N A S D A ) ,  t h e  N a t i o n a l  C o n f e r e n c e  o f  

S t a t e  L e g i s l a t o r s  ( N C S L )  , a n d  t h e  C o u n c i l  o f  S t a t e  

G o v e r n m e n t s  ( C S G )  i n d i c a t e d  t h a t  t h e  l e v e l  o f  a c t i v i t y  i s  

a b o u t  t h e  s a m e  c u r r e n t l y .  N A S D A  i s  i n  t h e  p r o c e s s  of 

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

w h i c h  s h o u l d  b e  a v a i l a b l e  l a t e r  t h i s  y e a r .

I n  a l m o s t  a l l  c a s e s ,  t h e  f o r e i g n  t r a d e  o f f i c e s  a r e

a s s o c i a t e d  w i t h  t h e i r  s t a t e ' s  e c o n o m i c  d e v e l o p m e n t  a g e n c y .  

I n  a f e w  c a s e s ,  t h e  o f f i c e  r e p r e s e n t s  t h e  s t a t e ' s  

a g r i c u l t u r e  a g e n c y ,  a n d  i n  s o m e  s t a t e s  d i f f e r e n t  a g e n c i e s  

s h a r e  a n  o f f i c e .  I n  s o m e  c a s e s ,  r a t h e r  t h a n  r e p r e s e n t i n g  a 

s t a t e ,  a n  o f f i c e  w i l l  r e p r e s e n t  a p o r t  a u t h o r i t y  or s o m e  

o t h e r  r e g i o n a l  e n t i t y .  F o r  t h e  p u r p o s e s  of o u r  d i s c u s s i o n ,  

w e  h a v e  n o t  i n c l u d e d  a n y  s t a t e  o f f i c e s  w h i c h  a r e  l i m i t e d  to 

p r o m o t i n g  t o u r i s m ,  a l t h o u g h  s o m e  s t a t e  t r a d e  o f f i c e s  d o  

s e r v e  t h i s  f u n c t i o n  i n  a d d i t i o n  t o  o t h e j  d u t i e s .

lrr h i s  s e c t i o n  of t h e  s t u d y  w a s  p r o v i d e d  by J o n a t h a n  S h e r w o o d  

^f t h e  H o u s e  R e s e a r c h  A g e n c y .

N a t i o n a l  G o v e r n o r s '  A s s o c i a t i o n ,  E x p o r t  D e v e l o p m e n t  a n d  

F o r e i g n  I n v e s t m e n t ;  T h e  R o l e  of S t a t e s  a n d  i t s  L i n k a g e  to 

F e d e r a l  A c t i o n ,  ] 9 8 1 ,  p . 2 2 .
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F o r e i g n  t r a d e  o f f i c e s  a r e  m o s t  f r e q u e n t l y  s t a f f e d  by 

p e r s o n n e l  e m p l o y e d  d i r e c t l y  by s t a t e  g o v e r n m e n t ,  a s  i s  t h e  

c a s e  w i t h  A l a s k a .  I n  m a n y  c a s e s ,  t h e s e  a r e  r e g u l a r  

e m p l o y e e s  of t h e  p a r e n t  a g e n c y ,  w h o  a r e  r o u t i n e l y  r o t a t e d  to 

t h e i r  h o m e  s t a t e .  H o w e v e r ,  s o m e  s t a t e s  c o n t r a c t  w i t h  o n e  or 

m o r e  f o r e i g n  c o n s u l t a n t s  to r e p r e s e n t  t h e i r  s t a t e .  I n  

a d d i t i o n ,  s e v e r a l  w e s t e r n  s t a t e s  o p e r a t e  t h e  O l d  W e s t  

C o m m i s s i o n ,  w h i c h  h a s  h a d  j o i n t  t r a d e  o f f i c e s  i n  b o t h  E u r o p e  

a n d  A s i a .

F o r e i g n  t r a d e — a n d  c o n s e q u e n t l y  t h e  a c t i v i t i e s  o f  s t a t e  

f o r e i g n  o f f i c e s — i s  o f t e n  c l a s s i f i e d  i n t o  t w o  b r o a d  

c a t e g o r i e s :  ( 1 )  i n v e s t m e n t ;  a n d  ( 2 )  t r a d e .  I n v e s t m e n t ,

a l s o  c a l l e d  r e v e r s e  i n v e s t m e n t  or f o r e i g n  i n v e s t m e n t ,  r e f e r s  

to b u s i n e s s  t r a n s a c t i o n s  in w h i c h  f o r e i g n  c o m p a n i e s  i n v e s t  

c a p i t a l  i n  t h e  s t a t e ,  f r e q u e n t l y  o p e n i n g  a m a n u f a c t u r i n g  

p l a n t .

T r a d e , ,  t h e  s e c o n d  k i n d  o f  a c t i v i t y ,  i n v o l v e s  t h e  e x p o r t i n g  

o f  g o o d s  to f o r e i g n  m a r k e t s .  A c c o r d i n g  t o  M a r s h a  C l a r k e ,  

w i t h  N A S D A ,  s t a t e  f o r e i g n  t r a d e  o f f i c e  a c t i v i t y  i s  f a i r l y  

e v e n l y  d i v i d e d  b e t w e e n  t h e  p r o m o t i o n  o f  t h e s e  t w o  f u n c t i o n s ,  

at l e a s t  o n  t h e  g l o b a l  s c a l e .  S t a t e  o f f i c e s  in d e v e l o p e d  

c o u n t r i e s  l i k e  J a p u n  m a y  p l a c e  a h i g h e r  p r i o r i t y  o n  

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

m a y  p l a c e  a g r e a t e r  p r i o r i t y  on e x p a n d i n g  m a r k e t s ,  o s  t h e s e  

c o u n t r i e s  a r e  l e s s  l i k e l y  to h a v e  f i r m s  i n t e r e s t e d  in 

d e v e l o p i n g  o p e r a t i o n  in t h e  U . S .
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T h e  t r a d e  o f f i c e s  o f  o t h e r  s t a t e s  a l s o  c o l l e c t  t r a d e

i n t e l l i g e n c e  f o r  t h e i r  s t a t e .  H o w e v e r ,  a c c o r d i n g  to M s .

C l a r k e ,  it is d i f f i c u l t  to i d e n t i f y  h o w  m u c h  t i m e  is d e v o t e d  

to t h i s  a c t i v i t y ,  a s  it t e n d s  to b e  p e r f o r m e d  in c o n j u n c t i o n  

w i t h  t h e  o f f i c e ' s  p r o m o t i o n a l  a c t i v i t i e s .

A c c o r d i n g  to a 1 9 8 3  s t u d y  p r e p a r e d  f o r  t h e  A l a s k a

L e g i s l a t u r e  by D u p e r e  a n d  A s s o c i a t e s ,  o n c e  a s t a t e  f o r e i g n  

o f f i c e  h a s  m a d e  c o n t a c t  w i t h  a f o r e i g n  f i r m  i n t e r e s t e d  in

d o i n g  b u s i n e s s  w i t h  t h e  U . S . ,  t h e  s t a t e ' s  h o m e  o f f i c e  

p r o v i d e s  t h e  U . S .  b u s i n e s s  c o n t a c t .

T h e  D u p u r e  r e p o r t  a n d  o t h e r  a r t i c l e s  o n  f o r e i g n  t r a d e

o f f i c e s  e m p h a s i z e  t h e  i m p o r t a n c e  o f  s t r o n g  d i r e c t i o n  a n d  

s u p p o r t  f o r  s t a t e  f o r e i g n  o f f i c e s  f r o m  t h e i r  p a r e n t  a g e n c y .  

T h e  h o m e  o f f i c e  m u s t  b e  a b l e  to i d e n t i f y  t h e  a p p r o p r i a t e

b u s i n e s s  c o n t a c t s  f o r  f o r e i g n  b u s i n e s s  i n t e r e s t s  w h o  c o n t a c t  

t h e  s t a t e ' s  f o r e i g n  o f f i c e ,  a n d  to i d e n t i f y  w h i c h  i n - s t a t e  

b u s i n e s s e s  e x p r e s s i n g  i n t e r e s t  in e x p o r t i n g  t h e i r  p r o d u c t s  

a r e  s e r i o u s  c a n d i d a t e s  f o r  f o r e i g n  t r a d e .

M s .  C l a r k e  s t a t e d  t h a t  t h e  t y p i c a l  c o s t  f o r  a f o r e i g n  t r a d e

o f f i c e  w o u l d  be b e t w e e n  $ 1 0 0 , 0 0 0  a n d  $ 3 0 0 , 0 0 0 .  S h e  n o t e d

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

o p e r a t i o n ,  b u t  a l s o  c a u t i o n e d  t h a t  T o k y o  w a s  s u b s t a n t i a l l y  

m o r e  e x p e n s i v e  t h a n  o t h e r  l o c a t i o n s .  A 1 9 8 2  s u r v e y

i n d i c a t e d  t h a t  t h e  n u m b e r  of e m p l o y e e s  p e r  o f f i c e  v a r i e d  

f r o m  1 to 8, w i t h  2 o r  3 e m p l o y e e s  b e i n g  t h e  m o s t  c o m m o n
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s t a f f i n g  p a t t e r n .  T h e  l a r g e s t  n u m b e r  o f  e m p l o y e e s  i n  t h e  

J a p a n e s e  o f f i c e s  s u r v e y e d  w a s  s i x .

A s i a n  O f f i c e s .

A c c o r d i n g  t o  M a r s h a  C l a r k e ,  h e r  m o s t  r e c e n t  i n f o r m a t i o n

s h o w s  t h a t  19 s t a t e s  n o w  h a v e  f o r e i g n  t r a d e  o f f i c e s  i n  

3
J a p a n .  I n  a d d i t i o n ,  C a l i f o r n i a ,  w h i c h  d o e s  n o t  h a v e  a 

s t a t e  o f f i c e  t h e r e ,  h a s  s e v e r a l  p o r t  a u t h o r i t i e s ,  i n c l u d i n g  

L o n g  B e a c h  a n d  O a k l a n d ,  w h i c h  o p e r a t e  o f f i c e s  in J a p a n .  

M o s t  of t h e s e  o f f i c e s  a r e  r e g i o n a l  i n  s c o p e ;  h o w e v e r ,  s o m e  

o f  t h e  o f f i c e s  a r e  i n t e n d e d  to d e a l  s t r i c t l y  w i t h  J a p a n .  

S t a t e s  w h i c h  c u r r e n t l y  h a v e  o f f i c e s  i n  J a p a n  a r e  l i s t e d  

b e l o w :

A l a b a m a  I n d i a n a  M i c h i g a n  P e n n s y l v a n i a

A l a s k a  K e n t u c k y  M i s s o u r i  S o u t h  C a r o l i n a

F l o r i d a  L o u i s i a n a  N e w  Y o r k  V i r g i n i a

G e o r g i a  M a r y l a n d  N o r t h  C a r o l i n a  W a s h i n g t o n

I l l i n o i s  M a s s a c h u s s e t t e s  O h i o

I n  a d d i t i o n ,  I l l i n o i s  h a s  an o f f i c e  i n  H o n g  K o n g  a n d  M i s s o r i

h a s  a n  a g r i c u l t u r e  r e p r e s e n t a t i v e  i n  S i n g a p o r e .  N o n e  of t h e

i n d i v i d u a l s  w e  c o n t a c t a e d  w a s  a w a r e  o f  a n y  s t a t e  w i t h  an

o f f i c e  in K o r e a . ^

A c c o r d i n g  to M s .  C l a r k e ,  s t a t e  f o r e i g n  o f f i c e s  in J a p a n  

u s u a l l y  p l a c e  m u c h  m o r e  e m p h a s i s  o n  e n c o u r a g i n g  f o r e i g n  

i n v e s t m e n t  a n d  l i t t l e  e m p h a s i s  o n  i n c r e a s i n g  e x p o r t s .  M s .  

C l a r k e  e x p l a i n e d  t h a t  t h i s  is a r e s u l t  o f  J a p a n ' s  l o n g -

? T h i s  c o m p a r e s  w i t h  14 s t a t e s  in 1 9 8 0 .

4W e  r e c e i v e d  a n  e x c e r p t  of a r e c e n t l y  p u b l i s h e d  b o o k  on 

f o r e i g n  t r a d e  o f f i c e  a c t i v i t y  w h i c h  r e f e r s  to a p o s s i b l e  

o f f i c e  in K o r e a .  T h e  e x c e r p t  d o e s  n o t  p r o v i d e  d e t a i l  o n  t h e  

s t a t u s  of t h e  o f f i c e ;  it is n o t  c l e a r  w h e t h e r  a n  o f f i c e  h a s  

b e e n  o p e n e d  o r  w a s  m e r e l y  p l a n n e d .



s t a n d i n g  t r a d e  r e s t r i c t i o n s  o n  t h e  i m p o r t a t i o n  of 

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

T r a d i t i o n a l l y ,  t h e s e  hai " m a d e  i t  v e r y  d i f f i c u l t  f o r  t h e  

U . S .  b u s i n e s s e s  to e x p o r t  g o o d s  t o  J a p a n .  W h i l e  s o m e  of 

t h e s e  r e s t r i c t i o n s  h a v e  b e e n  l i f t e d  i n  r e c e n t  y e a r s ,  M s .  

C l a r k e  s t a t e d  t h a t  t h e  d i r e c t i o n  o f  s t a t e s ’ t r a d e  o f f i c e  

a c t i v i t i e s  i n  J a p a n  h a v e  n o t  c h a n g e d  s i g n i f i c a n t l y .  T h e  

D u p e r e  s t u d y  a l s o  f o u n d  t h e t  m o s t  s t a t e  o f f i c e s  i n  J a p a n  

d e v o t e  m o r e  t i m e  t o  p r o m o t i n g  J a p a n e s e  i n v e s t m e n t  i n  t h e  

U . S .  t h a n  to p r o m o t e  t r a d e .



I V  - K O R E A N  G O V E R N M E N T .  B U S I N E S S  A N D  C U L T U R A L  

P R A C T I C E S  A N D  P R O T O C O L

A. I n t e r r e l a t i o n s h i p .

T h e r e  is a v e r y  c l o s e  i n t e r r e l a t i o n s h i p  b e t w e e n  K o r e a n  

g o v e r n m e n t a l ,  b u s i n e s s  a n d  c u l t u r a l  p r a c t i c e s  a n d  p r o t o c o l ,  

t h e  d e g r e e  a n d  e x t e n t  o f  w h i c h  i s  c o m p l e t e l y  f o r e i g n  to m o s t  

A m e r i c a n s .  T h i s  c h i e f l y  s t e m s  f r o m  t h e  f a c t  t h a t  m o d e r n  

K o r e a n  i n d u s t r i a l  s o c i e t y  is f o u n d e d  o n  c l o s e  c o o p e r a t i o n  

b e t w e e n  g o v e r n m e n t  a n d  p r i v a t e  s e c t o r s .  G o v e r n m e n t  a g e n c i e s  

a r e  r e s p o n s i b l e  f o r  e s t a b l i s h i n g  a n d  i m p l e m e n t i n g  s h o r t  a n d  

l o n g  t e r m  g o a l s  t h a t  s e t  t h e  t o n e  f o r  t h e  p r i v a t e  s e c t o r ^ ,  

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

b r o a d ,  e f f i c e n t  a s s i s t a n c e  t o  p r i v a t e  e n t e r p r i s e s  w i l l i n g

a n d  a b l e  to h e l p  p u r s u e  a n d  f u l l f i l  t h e  c h o s e n  g o a l s .

T h e  c l o s e l y  k n i t  t i e s  b e t w e e n  g o v e r n m e n t  a n d  p r i v a t e  s e c t o r s  

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

o v e r l a p p e d  a n d ,  i n  e s s e n c e ,  h e l d  t o g e t h e r  b y  u n i q u e  c u l t u r a l  

p r a c t i c e s  a n d  r u l e s  o f  p r o t o c o l  a n d  e t i q u e t t e .

E. B e ^ i c  P r i n c i p l e s .

L i k e  a l l  o t h e r  c o u n t r i e s ,  a n d  e v e n  s p e c i f i c  r e g i o n s  w i t h i n  a 

c o u n t r y ,  in K o r e a  t h e r e  a r e  m a n y  p e c u l i a r i t i e s  a n d  p r a c t i c e s  

t h a t  h a v e  c o m e  to ; b e  r e c o g n i z e d  a s  p r o p e r  a n d  c o r r e c t

e t i q u e t t e  in t h e  b u s i n e s s  c o m m u n i t y ,  a s  w e l l  a s  in

g o v e r n m e n t a l  a n d  s o c i a l  c i c l e s .  A n d  a l t h o u g h  t h e y  m a y  

d i f f e r  in f o r m  a n d  v a r y  w i t h  s p e c i f i c  c i r c u m s t a n c e s ,  K o r e a n

* T h e  e c o n o m i c  P l a n n i n g  B o a r d  ( E P B ) ,  a n  a g e n c y  w i t h i n  t h e  

M i n i s t r y  o f  C o m m e r c e  a n d  I n d u s t r y ,  s e t s  a n d  i m p l e m e n t . s  ?:he 

e c o n o m i c  a n d  c o m m e r c i a l  p l a n s ,  g o a l s  a n d  p o l i c i e s  f o r  t h e  

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

a r e  e s s e n t i a l l y  b a s e d  o n  c e r t a i n  f u n d a m e n t a l  p r i n c i p l e s  

w h i c h ,  to m o s t  e f f e c t i v e l y ,  e f f i c i e n t l y  a n d  p r o f i t a b l y  

c o n d u c t  b u s i n e s s  i n  K o r e a ,  m u s t  b e  a c k n o w l e d g e d ,  l e a r n e d  a n d  

a d h e r e d  to.

T h e  s t r o n g e s t  a n d  m o s t  b a s i c  p r i n c i p l e s  o f  p r o p e r  K o r e a n  

e t i q u e t t e  a n d  p r o t o c o l  a r e  r e s p e c t ,  c o u r t e s y  a n d  s e n i o r i t y .  

T h e s e  a r e  u n i v e r s a l  n o r m s ,  b u t  n o w h e r e  a r e  t h e y  m o r e  

s t r o n g l y  i n g r a i n e d  a n d  a d h e r e d  t o  t h a n  in K o r e a .

F u r t h e r m o r e ,  t h e  c o n c e p t  o f  s e n i o r i t y  d o e s  n o t  m e r e l y  r e f e r  

to a g e ,  a l t h o u g h  t h a t  c e r t a i n l y  i s  a v a l i d  c o n s i d e r a t i o n ,  

b u t  a l s o  a p p l i e s  t o  r a n k ,  s t a t u s  a n d  r e l a t i v e  p o s i t i o n ,  w i t h  

w h i c h  K o r e a n s  a r e  i n t e n s e l y  c o n c e r n e d .  T h u s ,  i t  i s  e q u a l l y  

i m p r o p e r  to b e  o v e r l y  c o u r t e o u s  t o  s o m e o n e  o f  l e s s e r  s o c i a l

s t a t u s ,  j o b  p o s i t i o n  a n d  a g e  a s  i t  is t o  b e  c u r t  a n d

i n a t t e n t i v e  t o  s o m e o n e  o f  g r e a t e r  s e n i o r i t y .

F o r  o b v i o u s  r e a s o n s ,  t h i s  s t u d y  c a n n o t  d e a l  w i t h  a l l ,  or 

e v e n  m o s t ,  o f  t h e  s p e c f i c  p r a c t i c e s  a n d  r u l e s  t h a t  a p p l y  to 

e v e n  t h e  m o s t  b a s i c  o f  s i t u a t i o n s .  T h e  e x a m p l e s  t h a t  

f o l l o w ,  h o w e v e r ,  c a n  s e r v e  a s  a g e n e r a l  i n t r o d u c t i o n  a n d

g u i d e  in t h i s  a r e a .

C. S p e c i f i c  C u s t o m s .

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

m o d e r n  a n d  w e s t e r n i z e d  i n  t h e i r  a t t i r e .  T h e y  t e n d  t o  d r e s s  

f o r m a l l y  a n d  c o n s e r v a t i v e l y ,  w e a r i n g  s u i t s  t h a t  a r e  of 

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

s u b d u e d  t i e s .  T h e  w e a r i n g  o f  l o u d  c o l o r e d ,  l e i s u r e  t y p e
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c l o t h i n g  a n d  a c c e s s o r i e s  i s  g e n e r a l l y  c o n s i d e r e d  i n  p o o r  

t a s t e  w h e n  a t t e n d i n g  to b u s i n e s s  a n d  g o v e r n m e n t a l  a f f a i r s ,  

e v e n  if a f t e r  n o r m a l  b u s i n e s s  h o u r s .

K o r e a n s  h o v e  a n  e x t r e m e l y  s t r o n g  w o r k  e t h i c  t h a t  t h e y  a r e

v e r y  p r o u d  a n d  c o n c i o u s  o f .  I t  i s  b a d  f o r m ,  e v 2n i n  j e s t ,

t o  c o n d o n e  t h e  w a s t i n g  o f  w o r k i n g  t i m e  a n d  r e s o u c e s .  L o n g

l u n c h e s  or w o r k  b r e a k s  a r e  f r o w n e d  u p o n  u n l e s s  w a r r a n t e d  by

a s p e c i a l  o c c a s s i o n  or a t  t h e  i n s i s t a n c e  o f  a h i g h e r  r a n k i n g

h o s t ,  a n d  i t  i s  e q u a l l y  f r o w n e d  u p o n  t o  s h o w  u p  t o o  e a r l y

f o r  a b u s i n e s s  a p p o i n t m e n t ,  a s  i t  i s  c o n s i d e r e d  r u d e  a n d

2
i n s u l t i n g  to b e  m o r e  t h a n  a f e w  m i n u t e s  l a t e .

N o r m a l  h a n d s h a k e s  a r e  t h e  a c c e p t e d  f o r m  o f  g r e e t i n g .  B o w i n g  

i s  u s u a l l y  r e s e r v e d  f o r  g r e e t i n g s  b e t w e e n  K o r e a n s  t h e m s e l v e s  

a n d  w e s t e r n e r s  a r e  n o t  r e q u i r e d  o r  e x p e c t e d  to e n g a g e  in 

t h a t  p a r t i c u l a r  c u s t o m .

T h e  t r a d i t i o n a l  K o r e a n  w a y  o f  w r i t i n g  n a m e s  i s  to p l a c e  t h e  

f a m i l y  ( o r  l a s t )  n a m e  f i r s t ,  f o l l o w e d  b y  t h e  f i r s t  a n d  t h e n  

t h e  m i d d l e  n a m e .  T h i s  t r a d i t i o n  is s l o w l y  c h a n g i n g ,  

h o w e v e r ,  a n d  .m a n y  K o r e a n s  n o w  u s e  the w e s t e r n  m e t h o d  of 

f i r s t ,  m i d d l e  a n d  t h e n  l a s t  n a m e .  I t  is p r o p e r  e t i q u e t t e  to 

r e f e r  t o  a n  i n d i v i d u a l  b y  h i s  o r  h e r  f a m i l y  ( l a s t )  n a m e  

p r e c e d e d  by M r .  or M r s .  I t  i s  n o t  a p p r o p r i a t e  to u s e  f i r s t  

n a m e s  u n l e s s  s p e c i f i c a l l y  r e q u e s t e d  by t h e  i n d i v i d u a l  

i n v o l v e d .

 ---------------------------

A c t u a l l y ,  i f  o n e  h a s  a c h o i c e  in t h e  m a t t e r ,  i t  is b e t t e r  

to b e  a f e w  m i n u t e s  l a t e  t h a n  e a r l y  b e c a u s e  t h i s  is a p t  to 

w a s t e  l e s s  of y o u r  K o r e a n  h o s t ’s t i m e .
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A t  t h e  f i r s t  m e e t i n g  w i t h  a K o r e a n  b u s i n e s s  p e r s o n  or 

g o v e r n m e n t  o f f i c i a l ,  i t  i s  a p p r o p r i a t e  a n d  e x p e c t e d  t o  l e t  

t h e  h o s t  i n t i a t e  a n d  l e a d  t h e  c o n v e r s a t i o n  a n d  t h e  m e e t i n g .  

F i r s t  m e e t i n g s  a r e  u s u a l l y  s h o r t  a n d  t h e  K o r e a n  h o s t  w i l l  

m o s t  o f t e n  f o c u s  o n  n o n - e s s e n t i a l  m a t t e r s .  I n - d e p t h

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

l a t e r  m e e t i n g s ,  b u t  e v e n  t h e n  i t  i s  n o t  at a l l  u n u s u a l  f o r  a 

K o r e a n  h o s t  t o  s o m e w h a t  a b r u p t l y  c h a n g e  t h e  s u b j e c t .  T h i s  

n o r m a l l y  i n d i c a t e s  t h a t  t h e  f o r m e r  t o p i c  o f  d i s c u s s i o n  is 

c l o s e d  f o r  t h a t  m e e t i n g ,  a n d  i t  i s  b e s t  n o t  to i n s i s t  on 

d i s c u s s i n g  t h a t  p a r t i c u l a r  m a t t e r  f u r t h e r .

A s  a g e n e r a l  r u l e ,  K o r e a n  b u s i n e s s  p e o p l e  a n d  g o v e r n m e n t  

o f f i c i a l s  w i l l  n o t  c o m p l e t e  a t r a n s a c t i o n  o f  a n y  

s i g n i f i c a n c e  a t  t h e  f i r s t  m e e t i n g .  T h e  m a i n  r e a s o n  f o r  t h i s  

is t h a t  t h e y  p u t  a g r e a t  d e a l  m o r e  e m p h a s i s  t h a n  A m e r i c a n s  

on e s t a b l i s h i n g  a p ' r s o n a l  r a p p o r t  w i t h  t h e  o t h e r  p a r t y  

b e f o r e  e n t e r i n g  i n t o  s e r i o u s  or f i n a l  d i s c u s s i o n s  a n d  

n e g o t i a t i o n s .

D. C u l t u r e  a n d  A r t s .

A r e c e n t  ( D e c e m b e r ,  1 9 8 2 )  p u b l i c a t i o n  of t h e  K o r e a n  M i n i s t r y

of C u l t u r e  a n d  I n f o r m a t i o n  t i t l e d  L o o k i n g  Aliead c o n t a i n s  ( a t

p a g e s  56 a n d  5 7 )  thf4 f o l l o w i n g  c o l o r f u l  d e s c r i p t i o n  of

K o r e a n  c u l t u r e  a n d  a r t s :

K o r e a n  c u l t u r e  h a s  a s p e c i a l  f l c v o r  al] i t s  o w n ,  

a u n i q u e  b l e n d i n g  of c h a n g e  w i t h  t r a d i t i o n s  s t r e t c h ­

i n g  b a c k  s o m e  5 0 0 0  y e a r s  i n t o  t h e  m i s t s  o f  m y s t e r y  

a n d  m y t h ,  of a n i m i s t i c ,  B u d d h i s t ,  a n d  C o n f u c i a n  

b e l i e f s .  K o r e a  is a k a l e i d o s c o p e  of s i g h t s  

a n d  Its u n i q u e  t a s t e  c o n  b e  f o u n d  ir. t h e  r e s p l e n ­

d e n t  r a i n b o w s  o f  " t a n c h o n g ” t h a t  c o l o r  t h e  p a l a c e s
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a n d  t e m p l e s  t h r o u g h o u t  t h e  c o u n t r y ;  t h e  l i v e l y  

m o t i o n s  of a n  a g e l e s s  f a r m e r s  d a n c e ;  t h e  r i c h l y  

v i b r a n t  s o u n d s  o f  e x o t i c  m u s i c a l  i n s t r u m e n t s ;  

t h e  s l o w ,  s u b t l e  m o v e m e n t s  o f  t h e  s h o u l d e r s ,  

h a n d s ,  a n d  n e c k  of t h e  c o u r t  d a n c e r s ;  a n d  t h e  

s o f t ,  c u r v i n g  r o o f  l i n e s  f l o a t i n g  e v e r  s o  g e n t l y  

h e a v e n w a r d .

E a c h  d y n a s t y  p r o d u c e d  i t s  o w n  u n i q u e  a r t i s t i c  

f o r m s ,  n o t  to m e n t i o n  t h e  w o r l d ' s  f i r s t  m o v e -  

a b l e  m e t a l  p r i n t i n g  t y p e s  s o m e  2 2 0  y e a r s  b e f o r e  

t h e  G u t t e n b e r g  i n v e n t i o n ,  a n d  t h e  H a n g u l  a l p h a ­

be t ,  p e r h a p s  t h e  m o s t  s c i e n t i f i c  s y s t e m  of 

w r i t i n g  in g e n e r a l  u s e  i n  a n y  l a n g a u g e .

K o r e a ' s  a r t s  a r e  c o l o r e d  w i t h  s y m b o l i s m  r e f l e c t ­

i n g  a p e o p l e  w h o  w a n t e d  t o  b e  h a p p y ,  h a v e  

p r o g e n y ,  l i v e  l o n g ,  a n d  e n j o y  g o o d  l u c k .  E v e n  

t o d a y ,  f u r n i t u r e ,  l i n e n s ,  c l o t h e s ,  a l l  a c c e s s ­

o r i e s  i n c l u d i n g  h a i r p i n s ,  o u t s i d e  w a l l s ,  g a t e s ,  

c h i m n e y s ,  e t c . ,  a r e  a d o r n e d  w i t h  t h e  f i v e  

e l e m e n t s ,  t e n  s y m b o l s  o f  l o n g e v i t y ,  f o u r  d i r e c t ­

i o n a l  a n i m a l s ,  t w e l v e  a n i m a l s  o f  t h e  o r i e n t a l  

z o d i u c  a n d  p r o p i t i o u s  a d e o g r a p h s ;  a s p i c y  m i x i n g  

of s h a m a n i s t i c ,  T a o i s t ,  a n d  B u d d h i s t  b e l i e f s .

M u c h  p o t t e r y  a n d  m a n y  p a i n t i n g s ,  e s p e c i a l l y  

f o l k  p a i n t i n g s ,  a r e  r a t h e r  w h i m s i c a l ,  r e f l e c t i n g  

t h e  a r t i s t ' s  o w n  s e n s e  o f  h u m o r  a n d  p l a y f u l n e s s .  

W h i l e  a c a d e m i c  p a i n t e r s  t e n d e d  t o w a r d s  a l m o s t  

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

o f  s e r e n i t y  a n d  o n e n e s s  w i t h  n a t u r e ,  t h e  c h a r m i n g ­

ly n a i v e  a n d  u n p r e t e n t i o u s  f o l k  p a i n t i n g s  r e f l e c t  

t h e  a c t u a l  l i f e  of t h e  p e o p l e .

C e r a m i c s ,  e s p e c i a l l y  t h e  b l u e - g r e e n  K o r y o  c e l a ­

d o n s  p r o d u c e d  m o r e  t h a n  a t h o u s a n d  y e a r s  a g o ,  a r e  

by f a r  t h e  m o s t  f a m o u s  c l a s s  o f  t h e  n o t i o n ' s  

a r t  o b j e c t s .  T h e  Yi D y n a s t y  f o r s o o k  t h e  d e l i c a t e  

a n d  i n t r i c a t e  to p r o d u c e  s i m p l e ,  r o b u s t  f o r m s  of 

o n  u n p r e t e n t i o u s  a n d  s p o n t a n e o u s  s t y l e .  N o  

m a t t e r  w h i c h  of n a t u r e ' s  s h a p e s  a r e  s u g g e s t e d .  

K o r e a n  p o t t e r s  c r e a t e d  s o m e  o f  t h e  m o s t  b e a u t i f u l  

e l o n g a t e d  c u r v e s  c e r a m i c  h i s t o r y  h a s  k n o w n ,  c u r ­

v a c e o u s  l i n e s  s o a r i n g  w i t h  e n e r g y ,  l i n e s  t h a t  w e r e  

p e r f e c t e d  a n d  m a d e  m o r e  a p p r o a c h a b l e  a n d  w a r m .

S o  t o o  i s  K o r e a n  d a n c e  w a r m ,  e a r t h y  a n d  a l i v e  w i t h  

a c h a r a c t e r  a l l  i t s  o w n .  U n l i k e  o t h e r  A s i a n  

d a n c e s ,  t h e  d a n c e  in a n d  o f  i t s e l f  n e v e r  t e l l s  

a s t o r y  b u t  s t r i v e s  o n l y  to c o m m u n i c a t e  a m o o d .  

S t e p p e d  by s i l k - c l a d  c o u r t  l a d i e s  t h e  a n c i e n t  

c o u r t  d a n c e s  a r e  c h a r a c t e r i z e d  by d i g n i t y  a n d  

g r a c e .  N o t  so t h e  f o l k  d a n c e s  f a r m e r s  i m p r o v i s e d



d u r i n g  p l a n t i n g  a n d  h a r v e s t  t i m e s ,  a s l i t h e r i n g  

of a i r b o r n e  p a p e r  s t r e a m e r s  f r o m  t h e  c r o w n  o f  

g y r a t i n g  h e a d d r e s s ,  w h i l e  a c r o b a t i c s  m o u n t i n g  

in a c r e s c e n d o  of f r e n z y ,  a f l e e t i n g  f l a s h  of 

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

w i t h  c o m p l e x  c r o s s  r y t h m s  of d r u m ,  g o n g  a n d  
b u g l e .

M u s i c ,  e s p e c i a l l y  c o u r t  m u s i c ,  is b o t h  n a s a l  

a n d  s h r i l l ;  s l o w  l o n g - h e l d  n o t e s  d i s s o l v i n g  

i n t o  l a c y  a r a b e s q u e s  p u n c t u a t e d  b y  t h e  s i n g l e  

t h u m p  o f  a d r u m ,  o n e  p u n g e n t  s t r o k e  o f  g o n g ,  

c h i m e  or c y m b a l .  O u t l i n i n g  v a s t  a r c h i n g  m e l o d i e s ,  

t h e  t o n e s  s o u n d  s t r a n g e l y  p i q u a n t .

M u s i c a l  e v e n t s ,  e s p e c i a l l y  f o l k  o n e s ,  a r e  o f t e n  

p u n c t u a t e d  b y  b o i s t e r o u s  c r i e s  o f  d e l i g h t  a n d  

e n c o u r a g e m e n t  f r o m  t h e  a u d i e n c e  a s  t r a d i t i o n a l l y ,  

t h e  e n j o y m e n t  o f  t h e s e  a r t  f o r m s  i s  i n  t h e  p a r t ­

i c i p a t i o n  a n d  n o t  m e r e l y  t h e  w a t c h i n g .

E. S e n s e  o f  N a t i o n a l  I d e n t i t y .

M o d e r n  K o r e a n s  a r e  e x t r e m e l y  c o n s c i o u s  o f  a n d  c o n c e r n e d  w i t h  

p r o j e c t i n g ,  m a i n t a i n i n g ,  e n h a n c i n g  a n d  g e t t i n g  o u t s i d e r s  to 

a c k n o w l e d g e  a n d  a c c e p t  t h e i r  u n i q u e  n o t i o n a l  i d e n t i t y .  T o  

s a y  t h a t  K o r e a n s  a r e  n o t  p l e a s e d  o r  e v e n  t h a t  t h e y  a r e  

i n s u l t e d  w h e n  a s s o c i a t e d  or s t e r o t y p e d  o r  a n a l o g i z e d  w i t h  

o t h e r  o r i e n t a l  c u l t u r e s ,  e s p e c i a l l y  t h e  J a p a n e s e ,  i s  to 

v a s t l y  u n d e r s t a t e  t h e  m a t t e r .  At t h e  v e r y  l e a s t ,  s u c h  

b e h a v i o r  i s  c o n s i d e r e d  a s e r i o u s  b r e a c h  o f  e t i q u e t t e  a n d  to 

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

i g n o r a n c e  o f  o r i e n t a l  c u l t u r e s  a n d  h i s t o r y .

T h i s  is a v e r y  i m p o r t a n t  p o i n t  f o r  a n y  A m e r i c a n  w h o  d e s i r e s  

to h o v e  s m o o t h ,  s u c c e s s f u l  a n d  p r o f i t a b l e  d e a l i n g s  w i t h  

K o r e a  to c o n s t a n t l y  k e e p  ii. m i n d .  I t s  s i g n i f i c a n c e  c a n n o t  

b e  o v e r l y  e m p h a s i z e d .

F o r  e x a m p l e ,  in t h e  c o u r s e  o f  c o n d u c t i n g  t h i s  s t u d y  in 

K o r e a ,  it w a s  e x t r e m e l y  d i f f i c u l t  to e v e n  r a i s e ,  m u c h  l e s s
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--------------

*

s e r i o u s l y  d i s c u s s ,  t h e  o p t i o n  o f  e x t e n d i n g  t h e  o p e r a t i o n  of 

t h e  A S A O  o f f i c e  in T o k y o  a s  a v i a b l e  a l t e r n a t i v e  to 

e s t a b l i s h i n g  a s e p e r a t e  t r a d e  o f f i c e  i n  K o r e a .  T h a t  

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

t h e  J a p a n e s e  c a r r i e s  a s t r o n g  a n d  e x t r e m e l y  n e g a t i v e  s t i g m a  

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

u n a n i m o u s l y  s h a r e  i n  t h e  g o a l  o f  r e v e r s i n g  t h e  v i r t u a l l y  

c o m p l e t e  e c o n o m i c  c o n t r o l  a n d  e x p l o i t a t i o n  t h a t  J a p a n e s e  

t r a d i n g  c o m p a n i e s  e x e r t e d  f o r  s o  m a n y  y e a r s  o v e r  t h e  

K o r e a n s . ^

3
T h i s  s t r o n g  s e n s e  o f  n a t i o n a l  i d e n t i t y  a n d  f e v e r i s h  n e e d  to 

d i s a s s o c i a t e  t h e m s e l v e s  f r o m  J a p a n e s e  d o m i n a n c e  u n d e r l i e s  

t h e  K o r e a n s '  n o t o r i o u s  a g g r e s s i v e n e s s  a n d  c o m p e t i t i v e n e s s  in 

t h e  a r e a  of i n t e r n a t i o n a l  t r a d e ,  w h i c h  in t u r n  p r o v i d e s  t h e  

b a s i s  f o r  t h e i r  d r a m a t i c  s u c c e s s e s  i n  t h a t  a r e a .
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V -  K O R E A N  I N T E R E S T S  I N  A L A S K A

A.  K o r e a n  I n t e r e s t s  G e n e r a l l y .

B e c a u s e  o f  K o r e a ' s  l a c k  of n a t u r a l  r e s o u c e s ,  i t  m u s t  s e c u r e  

s t a b l e  a n d  l o n g t e r m  s u p p l y  s o u r c e s  e l s e w h e r e .  T h u s ,

A l a s k a ' s  n a t u r a l  r e s o u r c e s  a r e  c o n s i d e r e d  a p r i m e  s o u r c e  of 

a c q u i s i t i o n  b y  t h e  K o r e a n s ,  w h o  a r e  a l s o  i n t e r e s t e d  in 

m a r k e t i n g  t h e i r  g o o d s  a n d  s e r v i c e s  i n  A l a s k a .  T h i s  s t u d y  

w i l l  h i g h l i g h t  t h e  m o s t  s e r i o u s  a r e a s  o f  i n t e r e s t  t h e  

K o r e a n s  h a v e  i n  A l a s k a ,  w h i c h  a r e  a s  f o l l o w s :

1. P o t e n t i a l  A c u u i s i t i o n s  i n  A l a s k a :

a. C o a l  a n d  h a r d r o c k  m i n e r a l s ;

b. O i l  a n d  p e t r o l e u m  p r o d u c t s ;

c. L i q u i f i e d  n a t u r a l  g a s  ( L N G ) ;

d. F i s h e r i e s ;

e. T i m b e r  r e s o u r c e s ;

f. A g r i c u l t u r e .

2. P o t e n t i a l  g o o d s  a n d  s e r v i c e s  t o  b e  p r o v i d e d  to 

A l a s k a :

a. H e a v y  i n d u s t r i a l  m a c h i n e r y ,  e q u i p m e n t ,  t o o l s  

a n d  m a t e r i a l s ;

b. C o n s t r u c t i o n  a n d  i n f r a s t r u c t u r e  d e v e l o p m e n t  

p r o j e c t s ;
c. J o i n t  v e n t u r e s  in v a r i o u s  a r e a s ,  e c s p e c i a l l y

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

d. A i r l i n e  p a s s e n g e r  a n d  c a r g o  s e r v i c e s .

B. G o v e r n m e n t a l  P o l i c y .

T h e  K o r e a n  M i n i s t r y  of E n e r g y  a n d  R e s o u r c e s  s t r o n g l y  

e n c o u r a g e s  p r i v a t e  b u s i n e s s e s  to g e t  i n v o l v e d  i n  t h e  

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

c o u n t r i e s  w i t h  w h i c h ,  a s  a p a r t  o f  t h e  g e n e r a l  p l a n ,  t r a d e  

a n d  c o m m e r c e  c a n  a l s o  b e  i m p l e m e n t e d  o r  i n c r e a s e d .  T o  t h e  

K o r e a n s ,  t h e  k e y  to r e s o u r c e  d e v e l o p m e n t  a b r o a d  l i e s  in 

s e c u r i n g  a s t a b l e  s u p p l y  of e n e r g y  s o u r c e s  o n  a l o n g  t e r m
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b a s i s .  S i n c e  t h i s  r e q u i r e s  a g r e a t  d e a l  of c a p i t a l ,  i t  is 

t h e  r e c o m m e n d a t i o n  o f  t h e  K o r e a n  M i n i s t r y  o f  E n e r g y  a n d  

R e s o u r c e s  t h a t  e n e r g y  e x p l o r i n g  a n d  c o n s u m i n g  f i r m s  e n g a g e  

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

o f  c o n s o r t i u m s  a n d  j o i n t  v e n t u r e s .

C. C o a l  a n d  S t r a t e g i c  M i n e r a l s .

B e c a u s e  of t h e  o i l  s h o c k s  o f  1 9 7 2  a n d  1 9 7 9 ,  K o r e a  h a s  

u n d e r t a k e n  a n  a g g r e s i v e  p r o g r a m  o f  i n c r e a s i n g  t h e  u s e s  of 

c o a l  a n d  n u c l e a r  p o w e r  to s u p p l y  i t s  e n e r g y  n e e d s .  

F u r t h e r m o r e ,  t h e  m o s t  r e c e n t  t r e n d  h a s  b e e n  t o  r e l y  m o r e  

h e a v i l y  on c o a l  t h a n  n u c l e a r  p o w e r ,  w h i c h  h a s  f a l l e n  i n t o  

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

c o n s t r u c t i o n  a n d  t h e  i n c r e a s e d  s a f e t y  r e g u l a t i o n s  a n d  

s t a n d  lrds t h a t  m u s t  b e  e s t a b l i s h e d  a n d  i m p l e m e n t e d . ^

I n  1 9 8 0 ,  a K o r e a n  c o r p o r a t i o n ,  t h e  S u n  E e l  S h i p p i n g  C o m p a n y ,  

L t d . ,  s i g n e d  a l o n g  t e r m  ( 1 0  y e a r s )  c o n t r a c t  to p u r c h a s e  7 

m i l l i o n  m e t r i c  t o n s  o f  c o a l  f r o m  t h e  U s i b e l l i  C o a l  M i n e  n e a r  

H e a l y .  I n  1 9 8 3 ,  S u n  E e l  a n d  a n o t h e r  K o r e a n  c o m p a n y ,  t h e  

K o r e a n  E l e c t r i c  P o w e r  C o p o r a t i o n ,  f u r t h e r  a g r e e d  to e x p o r t  

8 0 0 , 0 0 0  m e t r i c  t o n s  o f  c o a l  a n n u a l l y  f r o m  t h e  U s i b e l l i  C o a l  

M i n e  t h r o u g h  t h e  c o a l  l o a d i n g  f a c i l i t i e s  t h a t  a r e  p r e s e n t l y  

b e i n g  c o n s t r u c t e d  in S e w a r d .

^ T h i s  i n f o r m a t i o n  w a s  o b t a i n e d  p r i m a r i l y  f r o m  i n t e r v i e w s  a n d  

d i s c u s s i o n s  w i t h  v a r i o u s  K o r e a n  G o v e r n m e n t  o f f i c i a l s ,  

i n c l u d i n g :  t h e  d i r e c t o r  o f  t h e  A m e r i c a n  D i v i s i o n  o f  t h e

F o r e i g n  M i n i s t r y ,  J . J .  R y u n g ,  a n d  h i s  s u b d o r i n a t e  in c h a r g e  

o f  t h e  N o r t h  A m e r i c a n  s e c t o r ,  S . H .  K :.m; a n d  t h e  d i r e c t o r  o f  

t h e  A m e r i c a n  T r a d e  D i v i s i o n  o f  t h e  M i n i s t r y  o f  C o m m e r c e  a n d  

I n d u s t r y ,  S . H .  C h a n g .



T h e  K o r e a n s  a r e  a l s o  i n v o l v e d  i n  a n o t h e r  c o a l  d e v e l o p m e n t  

p r o j e c t  t h r o u g h  a j o i n t  v e n t u r e  b e t w e  e n  a c o n s o r t i u m  of 

K o r e a n  c o p o r a t i o n s  c a l l e d  t h e  K o r e a  A l a s k a  D e v e l o p m e n t  

C o p o r a t i o n  ( K A D C O )  a n d  C h u g a c h  N a t i v e s  C o r p o r a t i o n ,  I n c . ,  

w h o  a r e  t h e  o w n e r s  of t h e  c o a l  f i e l d  b e i n g  d e v e l o p e d  n e a r  

C o r d o v a .  T h i s  A l a s k a n - K o r e a n  j o i n t  v e n t u r e  i s  n a m e d  t h e  

B e r i n g  R i v e r  D e v e l o p m e n t  C o r p o r a t i o n  a n d  i t  h a s  v e r y  

p r o m i s i n g  p r o s p e c t s  b e c a u s e  t h e  c o a l  t o  b e  e x t r a c t e d  is of 

h i g h e r  q u a l i t y ,  a n d  v a l u e ,  t h a n  t h a t  f r o m  t h e  U s i b e l l i  C o a l  

M i n e .  H o w e v e r ,  t h e  j o i n t  v e n t u r e  f a c e s  a n d  h a s  b e e n  d e a l i n g  

w i t h  a m a j o r  p r o b l e m  i n  t h a t  t h e  c o a l  f i e l d s  a r e  l o c a t e d  

a p p r o x i m a t e l y  2 0  m i l e s  f r o m  t h e  o c e a n  a n d  t r a n s p o r t a t i o n  a n d  

l o a d i n g  f a c i l i t i e s  n e e d  t o  b e  c o n s t r u c t e d .

D. O i l  a n d  P e t r o l e u m  P r o d u c t s .

E v e n  t h o u g h ,  a s  p r e v i o u s l y  m e n t i o n e d ,  K o r e a  is g e a r i n g  u p  to 

d e c r e a s e  h e r  o i l  d e p e n d a n c y ,  i t  w i l l  b e  s o m e  t i m e  b e f o r e  h e r  

o i l  i m p o r t s  a r e  s u b s t a n t i a l l y  r e d u c e d .  K o r e a  c u r r e n t l y  

p u r c h a s e s  a l i t t l e  o v e r  $6 b i l l i o n  w o r t h  o f  o i l  a n n u a l l y  

f r o m  t h e  M i d d l e  E a s t ,  w h i c h  is a h i g h l y  u n s t a b l e  a n d  d i s t a n t  

m a r k e t .  T h u s ,  i n  t e r m s  of s t a b i l i t y  a n d  l o g i s t i c s ,  it is 

v e r y  c l e a r  t h a t  A l a s k a  w o u l d  b e  a m u c h  b e t t e r  s o u r c e  of 

c r u d e  o i l  f o r  t h e  K o r e a n s ,  w h o  h a v e  c o n s i s t e n t l y  e x p r e s s e d  

a n  i n t e r e s t  in p u r c h a s i n g , a n d  b e c o m i n g  i n v o l v e d  in t h e  

d e v e l o p m e n t  of, A l a s k a n  c r u d e ,  a n d  w h o  a r e  a l s o  v e r y  

i n t e r e s t e d  i n  b e i n g  a l l o w e d  to e x p l o r e  t h a t  p o s s i b i l i t y  if 

a n d  w h e n  t h e  f e d e r a l  e x p o r t  r e s t r i c t i o n s  a r e  r e m o v e d .

-21-



I f  a g a s  l i n e  i s  c o n s t r u c t e d ,  a n d  i f  e x s i s t i n g  f e d e r a l

r e s t r i c t i o n s  a r e  r e m o v e d ,  K o r e a  w o u l d  a l s o  b e  a n  i d e a l

p o t e n t i a l  c o n s u m e r  o f  A l a s k a n  L N G .  O f  c o u r s e ,  t h e  l e v e l  of

L N G ,  as w e l l  a s  c r u d e  o i l ,  i m p o r t s  b y  K o r e a  d e p e n d s  o n  a

h o s t  of o t h e r  f a c t o r s ,  e s p e c i a l l y  price,, B u t  t h e  i n t e r e s t

2
i s  c e r t a i n l y  t h e r e ,  a n d  t h e  K o r e a n s '  e n t r y  a s  a c o m p e t i t o r  

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

b e n e f i t  to A l a s k a .

A s  to o t h e r  p e t r o l e u m  p r o d u c t s ,  s e v e r a l  K o r e a n  c o p o r a t i o n s

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

3
u n l e a d e d  g a s o l i n e ,  r e f o r m o t e  a n d  r e s i  d u a l  f u e l  o i l .

I n  c o n c l u s i o n ,  a l t h o u g h  A l a s k a - K o r e a n  t r a d e  in o i l  a n d  

p e t r o l e u m  p r o d u c t s  h a s  n o t  y e t  g o t t e n  o f f  t h e  g r o u n d ,  it 

c l e a r l y  a p p e a r s  t h a t  K o r e a  is a p o t e n t i a l l y  g o o d  c u s t o m e r  

w h o  is w i l l i n g  a n d  a b l e  to p a r t i c i p a t e  in t h e  i n f r a s t r u c t u r e  

d e v e l o p m e n t  t h a t  i s  n e c e s s a r y  to m a r k e t  t h o s e  r e s o u r c e s .

E. F i s h e r i e s .

“A l t h o u g h  t h e r e  a p p e a r s  to be s o m e  c u e s t i o n  a b o u t  K o r e a ' s  

p o t e n t i a l  a s  a n  A l a s k a n  c r u d e  o i l  a n i  L N G  p u r c h a s e r  d u e  to 

i t s  l o n g  t e r m  c o m m i t m e n t s  to o b t a i n  t h o s e  r e s o u r c e s  f r o m  

o t h e r  c o u n t r i e s ,  v i r t u a l l y  a l l  o f  t h e  c o p o r a t e  u n d  

g o v e r n m e n t  o f f i c i a l s  c o n t a c t e d  in K o r e a  e x p r e s s e d  a k e e n  

i n t e r e s t  in t h e s e  a r e a s .  I n  t h i s  r e g a r d ,  s e e  t h e  n o t e s  of 

i n t e r v i e w s  c o n d u c t e d  i n  K o r e a  A t t a c h m e n t  D h e r e t o ;  a n d  a l s o  

s e e  t h e  J a n u a r y  10, 1 9 8 4  l e t t e r  f r c j  S a m s u n g  P r e s i d e n t  J . H .  

K y o n g ,  in A t t a c h m e n t  C h e r e t o ,  w h i c h  s t a t e s :  " w e  h a v e

e x p r e s s e d  o u r  k e e n  i n t e r e s t s  in t h e  A l a s k a n  L N G  a n d  

p e t r o c h e m i c a l  p r o j e c t  w h e n  M r .  H i c k e l  v i s i t e d  s e o u l  ( s i c . )  

l a s t  D e c e m b e r .  T o  f a c i l i t a t e  o u r  e f f o r t s ,  S a m s u n g  is 

o p e n i n g  an A n c h o r a g e  o f f i c e s  ( s i c . ) ,  b e g i n n i n g  t h i s
ft

f o r m a t i o n  w a s  o b t a i n e d  f r o m  t w o  o f f i c i a l s  o f  t h e  

A l a s k a - K o r e a  B u s i n e s s  C o u n c i l  ( A K B C ) ,  L o r e n  L o u n s b u r y  a n d  

R o b e r t  B r e e z e .

J a n u a r y  

T h i s  i
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T h e  e x p o r t  of A l a s k a n  s e a f o o d  p r o d u c t s  t o  K o r e a  h a s  b e e n  o n e  

o f  t h e  l a r g e s t  i t e m s  o f  t r a d e  in t h e  p a s t  s e v e r a l  y e a r s .

A s  f o r  a s  f i s h e r i e s  a n d  f i s h  p r o c e s s i n g  a c t i v i t i e s  a r e

c o n c e r n e d ,  u n t i l  v e r y  r e c e n t l y  f o r e i g n  e n t i t i e s ,  i n c l u d i n g

K o r e a ,  c o n d u c t e d  e n t i r e l y  s e l f - s u f f i c e n t  o p e r a t i o n s .  T h e

m o r e  r e c e n t  t r e n d ,  h o w e v e r ,  h a s  b e e n  t h e  f o r m a t i o n  of j o i n t

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

K o r e a  h a s  b e e n  v e r y  a c t i v e  i n  t h i s  t r e n d  a n d  t h e r e  is e v e r y

I n d i c a t i o n  t h a t  it w i l l  c o n t i n u e  t o  d o  s o  a n d  t h a t  t h e

n u m b e r  o f  K o r e a n - A l a s k a n  j o i n t  v e n t u r e s  w i l l  r a p i d l y  

4
i n c r e a s e .

F . A g r i c u l t u r e .

A l t h o u g h  in t h e  p a s t  t h e r e  h a s  n o t  b e e n  m u c h  a g r i c u l t u r a l

t r a d e  b e t w e e n  A l a s k a  a n d  K o r e a ,  t h e r e  i s  a n  e x i s t i n g  b e e f

e x p o r t i n g  o p e r a t i o n  n e a r  H o m e r  a n d  t w o  l a r g e  K o r e a n  f i r m s

h o v e  i n i t i a t e d  a p r o j e c t  i n  t h e  K e n a i  a r e a  t h a t  e n t a i l s  t h e

l e a s i n g  of U n i v e r s i t y  of Alaskai l a n d  f o r  t h e  r a i s i n g  a n d

5
s l a u g h t e r  o f  c a t t l e  to be s h i p p e d  to K o r e a .

S o m e  w o r k  is p r e s e n t l y  b e i n g  d o n e  in t h e  a r e a  of g r o w i n g  a n d  

e x p o r t i n g  g r o i n  p r o d u c t s  f r o m  t h e  M a t - S u  V a l l e y  to K o r e a  a n d  

o t h e r  P a c i f i c  R i m  c o u n t r i e s .  I t  a p p e a r s  t h a t  t h e  s u c c e s s  of 

t h i s  p r o j e c t  l a r g e l y  d e p e n d s  o n  e x p e r i m e n t a l  r e s e a r c h  b e i n g

4 ------------------------
T h u s ,  a c c o r d i n g  to a r  .•morandum d a t e d  J a n u a r y  17, 1 9 8 4 ,

f r o m  H o u s e  R e s e a r c h  a g e n c y  a n a l y s t  J o n a t h a n  S h e r w o o d  to

S p e a k e r  H a y e s '  o f f i c e ,  8 o f  t h e  17 j o i n t  v e n t u r e s  a p p r o v e d

by t h e  N o r t h  P a c i f i c  F i s h e r i e s  M a n a g e m e n t  C o u n c i l  in

j l e c e m b e r ,  1 9 8 3 ,  i n v o l v e d  K o r e a n  f i r m s .

T h i s  i n f o r m a t i o n  w a s  a l s o  o b t a i n e d  f r o m  A K B C  m e m b e r s

L o u n s b u r y  a n d  B r e e z e .

- 2 3 -



d o n e  at a n d  i n  c o n j u n c t i o n  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a  on 

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

p r o d u c e d  i n  l a r g e  q u a n t i t i e s  h e r e  i n  A l a s k a .  D u e  t o  i t s  

h i g h  d e m a n d  a n d  n e e d s ,  K o r e a  is a n  i d e a l  p o t e n t i a l  m a r k e t  

f o r  t h e  e x p o r t  o f  t h e s e  g r a i n  p r o d u c t s ,  a n d  i f  s u c c e s s f u l  

t h e  v e n t u r e  p r o m i s e s  t o  b e  v e r y  b e n f i c i a l ,  i n  t e r m s  o f  j o b s  

a n d  r e v e n u e ,  to A l a s k a . ^

G. K o r e a n  I n v e s t m e n t s  in a n d  G o o d s / S e r v i c e s  P r o v i d e d  to 

A l a s k a .

A s  p r e v i o u s l y  d i s c u s s e d ,  K o r e a n  i n v e s t m e n t  i n  A l a s k a  

p r e s e n t l y  c o n s i s t s  o f  j o i n t  v e n t u r e s  i n  c o a l ,  t i m b e r ,  

f i s h e r i e s  a n d  t h e  r a i s i n g  of r e i n d e e r . ^  T h e  c u r r e n t  l e v e l  

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

a s  f u r t h e r  d i s c u s s e d  b e l o w ,  t h e r e  i s  v e r y  s t r o n g  K o r e a n

g
i n t e r e s t  in i t s  c o n t i n u e d  e x p a n s i o n .

K o r e a n  f i r m s  h a v e  p r o v i d e d  a n d  a r e  p r o v i d i n g  a l a r g e  a n d  

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

a n d  s e r v i c e s  t o  A l a s k a .  A l t h o u g h  t h e r e  a r e  n o  a v a i l a b l e

T h i s  i n f o r m a t i o n  w a s  o b t a i n e d  f r o m  i n t e r v i e w s  w i t h  Ilyoung 

" H e n r y "  K i m ,  t h e  p r e s i d e n t  of T o p e x  I n d u s t r i e s ,  I n c . ,  a n  

A l a s k a n  c o p o r a t i o n  w i t h  o f f i c e s  in A n c h o r a g e  t h a t  is 

^ n v o l v e d  i n  t h e  p r o j e c t  d i s c u s s e d .

T h e  N a n a  R e g i o n a l  N a t i v e  C o r p o r a t i o n  in K o t z e b u e  is e n g a g e d  

in a K o r e a n  j o i n t  v e n t u r e  t h a t  i n v o l v e s  r a i s i n g  a n d  

m a i n t a i n i n g  a h e r d  o f  6 , 0 0 0  r e i n d e e r s ,  w i t h  t h e  h o r n s  of 

s l a u g h t e r e d  a n i m a l s  b e i n g  e x p o r t e d  to K o r e a  a n d  t h e  m e a t  

b e i n g  c o n s u m e d  by l o c a l  E s k i m o s .

I n  a d d i t i o n  to t h e  o t h e r  s p e c i f i c  j o i n t  v e n t u r e s  a n d  

p r o j e c t s  m e n t i o n e d  i n  t h i s  r e p o r t ,  A K B C  m e m b e r  R o b e r t  B r e e z e  

r e c e n t l y  i n d i c a t e d  t h a t  a l a r g e  K o r e a n  c o m p a n y ,  t h e  K o r e a  

S h i p  B u i l d i n g  a n d  E n g i n e e r i n g  C o p o r a t i o n ,  h a s  m a d e  s e r i o u s  

a n d  d e t a i l e d  p r o p o s a l s  to b u i l d  a m o d e r n  s h i p  r e p a i r  a n d  

b u i l d i n g  f a c i l i t y  a t  S e w a r d .
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f i g u r e s  as to t h e  d o l l a r  l e v e l  o f  t h e s e  t r a n s a c t i o n s ,  t h e y  

i n c l u d e  t h e  f o l l o w i n g :

1. A n  $ 1 1 8 . 4  m i l l i o n  s a l t w a t e r  t r e a t m e n t  p l a n t  t h a t  

t h e  K o r e a n  f i r m ,  D a e w o o ,  c o n s t r u c t e d  a n d  d e l i v e r e d  

to A R C O  o n  t h e  N o r t h  S l o p e  i n  1 9 8 3 ;

2. T h e  H y u n d a i  C o r p o r a t i o n ,  t h e  l a r g e s t  in K o r e a ,  

p r o v i d e d  t h e  s t r u c t u r a l  s t e e l  f o r  t h e  n e w  S o h i o  

L u i l d i n g  i n  A n c h o r a g e ;  a n d

3. H y u n d a i  is a l s o  e r e c t i n g  t h e  t r a n s m i s s i o n  t o w e r s  

f o r  a s e c t i o n  o f  t h e  A n c h o r a g e - F a i r  b a n k s  p o w e r  

i n t e r t i e .

T h e  K o r e a n s  a r e  e s p e c i a l l y  i n t e r e s t e d  i n  e x p a n d i n g  t h e  g o o d s

a n d  s e r v i c e s  t h a t  h a y e  b e e n  a n d  a r e  b e i n g  p r o v i d e d  to

A l a s k a .  I n  t e r m s  of t h e i r  p o t e n t i a l  to d o  so, it s h o u l d  b e

n o t e d  t h a t  in t h e  l a s t  d e c a d e  K o r e a  h a s  m a d e  a d r a m a t i c

e m e r g e n c e  in t h e  w o r l d  c o m m u n i t y  a s  a h e a v i l y  i n d u s t r i a l i z e d

n a t i o n  t h a t  d o e s  n o t  n e e d  t o  t a k e  a b a c k  s e a t  to a n y o n e ,

w i t h  s p e c i f i c  a r e a s  o f  e x p e r t i s e  in t h e  m a n u f a c t u r i n g  o f

s t e e l  p r o d u c t s ;  p i p e ;  p l a n t  c o n s t r u c t i o n ;  h e a v y  e q u i p m e n t ;

p e t r c c h e m i c a l  i n d u s t r i e s ;  s h i p  b u i l d i n g  a n d  r e p a i r i n g ;  a n d

9
g e n e r a l  c o n s t r u c t i o n  s e r v i c e s .

B e c a u s e  t h e  K o r e a n s  a r e  h i g h l y  m o d e r n i z e d  a n d

t e c h n o l o g i c a l l y  s o p h i s t i c a t e d ,  a n d  o c e a u s e  t h e y  h a \ e  a 

h i g h l y  s k i l l e d  a n d  l o w  p r i c e d  l a b o r  f o r c e ,  t h e y  a r e  v e r y  

c o m p e t e t i v e  in a l l  t h e  a l o v e  a r e a s ,  w h i c h  h a s  b e e n  a n d  w i l l  

b e  o f  s u b s t a n t i a l  b e n e f i t  to A l a s k a  a s  K o r e a n  i n v o l v e m e n t  in

9
T h i s  i n f o r m a t i o n  w a s  o b t a i n e d  f r o m  i n t e r v i e w s  w i t h  

o f f i c i a l s  of t h e  l a r g e s t  K o r e a n  C o r p o r a t i o n s ,  or 

c o n g l o m e r a t e s ,  w h o s e  a n n u a l  s a l e s  f i g u r e s  a n d  d i v e r s i t y  of 

i n t e r e s t ,  e x p e r t i s e  a n d  p r o j e c t s  a r e  e x t r e m e l y  i m p r e s s i v e ;  

a s  i n d i c a t e d  in t h e  b r o c h u r e s  f o u n d  in A t t a c h m e n t  "c" 
h e r e t o .
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c o n s t r u c t i o n  a n d  i n f r a s t r u c t u r e  d e v e l o p m e n t  p r o j e c t s  

c o n t i n u e s  a n d  e x p a n d s .

H. P o t e n t i a l  f o r  F u t u r e  T r a d  ^

M o s t  A l a s k a n s  w h o  a r e  i m r o l v e d  o r  c o n t e m p l a t i n g  b e i n g  

i n v o l v e d  i n  t r a d e  w i t h  K o r e a  u n a n i m o u s l y  a g r e e  t h a t  t h e r e  is 

v a s t  p o t e n t i a l  f o r  i n c r e a s e d  t r a d e ,  w i t h  t h e  e x p o r t  of 

A l a s k a n  n a t u r a l  r e s o u r c e s  as t h e  m o s t  p r o m i s i n g  a r e a .  Of 

c o u r s e ,  t h e  m a j o r  d r a w b a c k s  o f  i n a d e q u e t e  i n f r a s t r u c t u r e  a n d  

g o v e r n m e n t a l  r e g u l a t i o n s  a r e  u s u a l l y  a l s o  f o c u s e d  o n  b y  b o t h  

A l a s k a n s  a n d  K o r e a n s  i n t e r e s t e d  in s e e i n g  t r a d e  i n  t h i s  a r e a  

e x p a n d  .

I n  g e n e r a l ,  K o r e a n s  v i e w  A l a s k a  a s  a n  i d e a l  t r a d i n g  p a r t n e r  

b e c a u s e  o f  i t s  w e a l t h  o f  n a t u r a l  r e s o u r c e s ;  i t s  p r o x i m i t y  to 

K o r e a ;  a n d  i t s  p o l i t i c a l  s t a b i l i t y  c o m p a r e d  to o t h e r  s o u r c e s  

of v i t a l  n a t u r a l  r e s o u r c e s .

A l l  of t h e  m a j o r  K o r e a n  c o r p o r a t i o n s  a n d  g o v e r n m e n t  a g e n c i e s  

c o n t a c t e d  a s  p a r t  o f  t h i s  s t u d y  e x p r e s s e d  a k e e n  i n t e r e s t  in 

i n t i a t i t i n g  o r  e x p a n d i n g  t h e i r  t r a d e  w i t h  A l a s k a .

F o r  e x a m p l e ,  D i r e c t o r  K . S .  C h o o ,  s p e a k i n g  f o r  h i m s e l f  a n d  on 

b e h a l f  of p r e s i d e n t  M . J .  C h u n g  o f  H y u n d a i  H e a v y  I n d u s t r y ,  

t h e  l a r g e s t  p r i v a t e '  b u s i n e s s  e n t i t y  i n  K o r e a ,  s t a t e d  t h a t  

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

of t r a d e  w i t h  A l a s k a :  s t e e l ;  p i p e ;  c o a l ;  t i m b e r ;  h e a v y

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

a n d  r e d  m e a t .  ̂

^ S e e  n o t e s  o n  1 / 1 1 / 8 4  i n t e r v i e w  w i t h  M r .  C h o o  i n  A t t a c h m e n t  

B  h e r e t o .
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M r .  S . N .  S o n h ,  t h e  m a n a g e r  o f  n a t u r a l  r e s o u r c e s  o f  the 

D a e w o c d  C o r p o r a t i o n ,  K o r e a ' s  s e c o n d  l a r g e s t  p r i v a t e  b u s i n e s s  

e n i t y ,  s t a t e d  t h a t  h i s  c o m p a n i e s  a r e  i n t e r e s t e d  i n  p r e - c a s t  

c e m e n t ;  r o l l i n g  s t o c k s ;  L N G ;  c o a l ;  o i l ;  s h i p  b u i l d i n g  a n d  

r e p a i r ;  a n d  t e x t i l e s . ^

M r .  J . H .  K y o n g ,  t h e  p r e s i d e n t  o f  S a m s u n g  C o r p o r a t i o n ,  t he

t h i r d  l a r g e s t  p r i v a t e  b u s i n e s s  e n i t y  i n  K o r e a  w i t h  a n n u a l

g r o s s  r e v e n u e s  o f  a p p r o x i m a t e l y  $ 2 . 5  b i l l i o n ,  s t a t e d  t h a t

h i s  g r o u p  of c o m p a n i e s  a r e  i n t e r e s t e d  i n  c o a l ;  t i m b e r ;  L N G ;

s t e e l ;  h e a v y  i n d u s t r i a l  p r o d u c t s ;  o i l  a n d  p e t r o l e u m

p r o d u c t s ;  s t e e l  s t r u c t u r e s ;  p i p e ;  h e a v y  c o n s t r u c t i o n

m a c h i n e r y ,  v e h i c l e s  a n d  t o o l s ;  a n d  j o i n t  v e n t u r e s  w i t h

A l a s k a n  n a t i v e  c o r p o r a t i o n s  a n d  o t h e r  A l a s k a n  e n t i t i e s ,

12
e s p e c i a l l y  t h o s e  i n v o l v e d  i n  n a t u r a l  r e s o u r c e  d e v e l o p m e n t .

M r .  J . J .  K i m ,  t h e  e x e c u t i v e  v i c e - p r e s i d e n t  o f  K u k j e - I C C

C o r p o r a t i o n ,  t h e  f o u r t h  l a r g e s t  p r i v a t e  b u s i n e s s  e n t i t y  in

K o r e a  w i t h  a n n u a l  g r o s s  r e v e n u e s  of a p p r o x i m a t e l y  $ 2 . 2

b i l l i o n ,  s t a t e d  t h a t  h i s  g r o u p  o f  c o m p a n i e s  a r e  i n t e r e s t e d

i n  L N G ;  coal.; t i m b e r ;  o i l  a n d  p e t r o l e u m  p r o d u c t s ;  h e a v y

c o m p o n e n t  p a r t s ;  h e a v y  e q u i p m e n t ;  a n d  j o i n t  v e n t u r e s  w i t h

A l a s k a n  n a t i v e  c o p o r a t i o n s  a n d  o t h e r  A l a s k a n  e n t i t i e s ,

13
e s p e c i a l l y  t h o s e  i n v o l v e d  i n  n a t u r a l  r e s o u r c e  d e v e l o p m e n t .

S e e  n o t e s  o n  1 / 1 3 / 8 4  i n t e r v i e w  w i t h  M r .  S o n h  in A t t a c h m e n t  

3 ^ h e r e t o .

S e e  n o t e s  o n  1 / 9 / 8 4  i n t e r v i e w  w i t h  M r .  K y o n g  j n  A t t a c h m e n t  

^ h e r e t o .  •
S e e  n o t e s  o n  1 / 9 / 8 4  i n t e r v i e w  w i t h  M r .  K i m  in A t t a c h m e n t B  

h e r e t o .
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T h e  c o n t a c t s  u n d e r t a k e n  f o r  t h i s  s t u d y  i n  A l a s k a  a n d  K o r e a

l e a v e  l i t t l e  d o u b t  t h a t  t h e  p o t e n t i a l  f o r  f u t u r e  t r a d e  is

e x t r e m e l y  p r o m i s i n g .  I n d e e d ,  g i v e n  t h e  s t r o n g  i n t e r e s t  a n d

e n t h u s i a s m ,  a n d  c o n s i d e r i n g  t h e  m u t u a l l y  c o m p a t a b l e  n e e d s

a n d  d e s i r e s ,  o n  b o t h  s i d e s ,  i t  a p p e a r s  to b e  i n e v i t a b l e  t h a t

A l a s k a - K o r e a n  t r a d e  w i l l  c o n t i n u e  a n d  w i l l  e x p a n d .  A n d  it

s e e m s  q u i t e  p o s s i b l e  t h a t  t h i s  e x p a n s i o n  w i l l  t a k e  p l a c e  at

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

s u b s t a n t i a l  b e n e f i t s  to b o t h  t r a d i n g  p a r t n e r s .  F u r t h e r m o r e ,

it is a l s o  o b v i o u s  t h a t  t h e  A l a s k a  s t a t e  g o v e r n m e n t  c a n  be

of g r e a t  a s s i s t a n c e  in f o s t e r i n g  a n d  e n h a n c i n g  t h i s  f r u i t f u l

c l i m a t e .  T h u s ,  t h e  e s t a b l i s h m e n t  a n d  m a i n t e n a n c e  of an

A l a s k a n  t r a d e  o f f i c e  i n  K o r e a  w h i c h  c a n  p r o v i d e ,  a s  p a r t  of

i t s  f u n c t i o n s ,  i n f o r m a t i o n  a b o u t  b u s i n e s s  a n d  i n v e s t m e n t

o p p o r t u n i t i e s  to b o t h  g r o u p s ,  a n d  c a n  s e r v e  o s  a c o n t a c t

p o i n t  f o r  A l a s k a n  a n d  K o r e a n  b u s i n e s s e s ,  s e e m s  to b e  a

l o g i c a l  n n d  a p p r o p r i a t e  s t e p  i n  t h e  r i g h t  d i r e c t i o n  a t  t h i s  

14
t i m e .

T h e  m a j o r  d r a w b a c k s  to t h e  r a p i d  e x p a n s i o n  o f  A l a s k a - K o r e a  

t r a d e ,  a s  e x p r e s s e d  by b u s i n e s s  a n d  g o v e r n m e n t  l e a d e r s  on 

b o t h  s i d e s ,  a r e  A l a s k a ' s  l a c k  o f  a d e q u a t e  i n f r a s t r u c t u r e  f o r  

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

e x p e r t i s e  in i n t e r n a t i o n a l  t r a d e  a m o n g  A l a s k a n  b u s i n e s s e s ;  

t h e  l a c k  o f  c o n s i s t a n t  a n d  p o s i t i v e  g o v e r n m e n t a l  p o l i c i e s  

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

g o v e r n m e n t a l  r e s t r i c t i o n s  a n d  r e q u i r e m e n t s .  O f  c o u r s e ,  t h e  

A l a s k a  s t a t e  g o v e r n m e n t  c a n  a l s o  b e  of m a j o r  a s s i s t a n c e  in 

m i t i g a t i n g  o r  r e m o v i n g  s o m e  o f  t h e s e  o b s t a c l e s .
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V I .  - P O T E N T I A L  E C O N O M I C  B E N E F I T S  T O  A L A S K A

A. G e n e r a l l y .

A s  a g e n e r a l  p r o p o s i t i o n ,  i t  i s  o b v i o u s  t h a t  A l a s k a  w i l l  

r e a p  e c o n o m i c  b e n e f i t s  f r o m  i n c r e a s e d  t r a d e  w i t h  K o r e a ,  a n d  

f r o m  i n c r e a s e d  K o r e a n  i n v e s t m e n t s  in t h e  s t a t e .

B. L e v e l  a n d  F r e q u e n c y .

A s  to t h e  l e v e l  a n d  f r e q u e n c y  of t h o s e  b e n e f i t s ,  t h e r e  is 

i n a d e q u a t e ,  u p  t o  d a t e  i n f o r m a t i o n  a v a i l a b l e  o n  w h i c h  to 

b a s e  a n y  d e t a i l e d  e s t i m a t e s ,  o t h e r  t h a n  t o  s a y  t h a t ,  a s  

r e f l e c t e d  i n  o t h e r  s e c t i o n s  o f  t h i s  r e p o r t ,  t h e r e  a r e  

v a r i o u s  f a c t o r s  i n d i c a t i n g  t h a t  t h e y  a r e  a p t  to b e  

s u b s t a n t i a l ,  f r e q u e n t  a n d  c a p a b l e  of r a p i d l y  i n c r e a s i n g .  

T h o s e  f a c t o r s  i n c l u d e  b u t  a r e  n o t  l i m i t e d  to t h e  f o l l o w i n g :

1. T h e  v a s t  n a t u r a l  r e s o u r c e s  t h a t  A l a s k a  p o s s e s s e s ;

2. T h e  g r e a t  a n d  i n c r e a s i n g  n e e d s  t h a t  K o r e a  h a s  f o r  

t h o s e  r e s o u r c e s ;

3. A l a s k a ' s  a c u t e  n e e d  to d e v e l o p  i n f r a s t r u c t u r e  to 

s u c c e s s f u l l y  a n d  p r o f i t a b l y  m a r k e t  i t s  r e s o u r c e s ;

4. K o r e a ' s  w i l l i n g n e s s  a n d  a b i l i t y  to i n v e s t  a n d  

p a r t i c i p a t e  in t h e  d e v e l o p m e n t  o f  A l a s k a n  i n f r a ­

s t r u c t u r e  ;

5. K o r e a ' s  r a p i d l y  g r o w i n g  c a p a b i l i t y  a n d  e x p e r t i s e  

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

h i g h l y  c o m p e t i t i v e  p r i c e s ;  a n d

6. K o r e a ' s  c o m m e r c i a l  a n d  i n d u s t r i a l  a g g r e s s i v e n e s s  

a n d  t h e  h e a l t h y  c o m p e t i t i v e  a f f e c t  t h i s  w i l l  h o v e  

a m o n g '  p o t e n t i a l  p r o v i d e r s  o f  g o o d s  a n d  s e r v i c e s  

to A l a s k a ,  a n d  a m o n g  p o t e n t i a l  p u r c h a s e r s  of 

A l a s k a ' s  e x p o r t s .

C. N a t u r e  a n d  E x t e n t .

A s  to the n a t u r e  a n d  e x t e n t  o f  t h e  b e n e f i t s ,  t h e  i m m e d i a t e  

b e n e f i t  w i l l  b e  a b r o a d e n i n g  o f  A l a s k a ' s  e c o n o m i c ,  b a s e  

s t e m m i n g  f r o m  t h e  s t e a d y ,  t h o u g h t f u l  d e v e l o p m e n t  o f  i . s
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n a t u r a l  r e s o u r c e s .  T h i s  s h o u l d  r e s u l t  i n  m o r e  j o b s  f o r  

A l a s k a n s  a n d  a b r o a d e r  t a x  b a s e  a s  t h e  i n f r a c t u r e  n e e d e d  to 

m a r k e t  t h e  r e s o u r c e s  is e x p a n d e d  a n d  r e f i n e d .

J u s t  a s  s u c c e s s  b r e e d s  s u c c e s s ,  a s t r o n g  e c o n o m y  w i l l  b r e e d  

a s t r o n g e r  e c o n o m i c  b a s e  t o  s u s t a i n  a n d  b e n e f i t  f u t u r e  

g e n e r a t i o n s  o f  A l a s k a n s .  T h e  l o n g - t e r m  v i e w  s h o w s  t h a t  t h e  

p o t e n t i a l  f o r  d e v e l o p m e n t  o f  A l a s k a ' s  r e s o u r c e s ,  a n d  t h e  

i n f r a s t r u c t u r e  n e c e s s a r y  t o  m a r k e t  t h e m ,  h a s  b a r e l y  b e g u n ,  

a n d  t h a t  t h e  p r o c e s s  n o w  u n d e r  w a y  c a n  b e  c o n t r o l l e d  a n d  

g u i d e d  i n  t h e  p r o p e r  d i r e c t i o n ,  s o  a s  t o  m a k e  t h e  A l a s k a n  

e c o n o m y  s t e a d i e r  a n d  s a f e r  in t h e  c o m i n g  y e a r s .

F o r  e x a m p l e ,  t h e  i m m i n e n t  p u r c h a s e  o f  t h e  A l a s k a  R a i l r o a d  

w i l l  n e e d  to b e  c o u p l e d  w i t h  p r i v a t e  i n v e s t m e n t s  in f u r t h e r  

i n f r a s t r u c t u r e  d e v e l o p m e n t  b e f o r e  t h e  s t a t e  c a n  r e a p  t h e  

m a x i m u m  b e n e f i t s .  A n d  t h e  c o n t i n u i n g  e x p a n s i o n  o f  t h e  

p e t r o l e u m  i n d u s t r y  a l s o  n e e d s  t o  b e  t i e d  to f u r t h e r  

i n f r a s t r u c t u r e  d e v e l o p m e n t  s o  a s  to a s s u r e  t h a t  t h e  

d i v e r s i f i c a t i o n  n e c e s s a r y  to s t a b i l i z e  a n d  t h o u g h t f u l l y  

e x p a n d  t h e  A l a s k a n  e c o n o m y  w i l l  o c c u r .

T h e  K o r e a n  b u s i n e s s  a n d  g o v e r n m e n t  o f f i c i a l s  i n t e r v i e w e d  f o r  

t h i s  s t u d y  u n d e r s t a n d  a n d  a r e  m o r e  t h e n  w i l l i n g  to 

p a r t i c i p a t e  i n  f u l f i l l i n g  t h e s e  A l a s k a n  g o a l s .  A n d  t h e y  

o p e n l y  a c k n o w l e d g e  t h a t  it is i n  t h e i r  b e s t ,  l o n g  r a n g e  

i n t e r e s t  to d o  so, as p a r t  o f  u h e  p r i c e  t h e y  a r e  w i l l i n g  a n d

^ O f  c o u r s e ,  it is t h e  A l a s k a  l e g i s l a t u r e ' s  f u n c t i o n  to m a k e  

s u r e  t h a t  t h e  d e v e l o p m e n t  of t h e  s t a t e ' s  n a t u r a l  r e s o u r c e s  

t a k e s  p l a c e  in a s t e a d y  a n d  t h o u g h t f u l  m a n n e r .



a b l e  to p a y  to o b t a i n  t h e  v i t a l  n a t u r a l  r e s o u r c e s  so 

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



V I I .  - F U N C T I O N S ,  O B J E C T I V E S  A N D

E F F E C T I V E N E S S  O F  A S A O

A. A S A O ' s  P r i m a r y  A r e a  of S e r v i c e .

T h e  A l a s k a n  S t a t e  A s i a n  O f f i c e  ( A S A O )  l o c a t e d  in T o k y o ,

J a p a n ,  h a s  an i n t e r e s t i n g  a n d  i n t r i g u i n g  h i s t o r y  d a t i n g  b a c k

to its f o u n d i n g  in 1 9 6 5  t h a t  w a s  d e t a i l e d  in a r e c e n t  s t u d y *

e n d  c l e a r l y  i n d i c a t e s  t h a t  d e s p i t e  i t s  r e c e n t l y  c h a n g e d

n a m e ,  t h e  A S A O  h a s  b e e n  a n d  is p r i m a r i l y ,  if n o t  s o l e l y ,

i n v o l v e d  in p r o v i d i n g  c o n t a c t s  a n d  s e r v i c e s  w i t h  and

r e g a r d i n g  J a p a n ,  r a t h e r  t h a n  a n y  o t h e r  A s i a n  c o u n t r y .  T h i s

c o n c l u s i o n  is f u r t h e r  s u p p o r t e d  by a n  e x a m i n a t i o n  of

p e r t i n e n t  d o c u m e n t s  a n d  an i n t e r v i e w  c o n d u c t e d  f o r  t h i s

s t u d y  by H o u s e  R e s e a r c h  A g e n c y  a n a l y s t  J o n a t h a n  S h e r w o o d

w i t h  V i n c e  O ' R e i l l y ,  D e p u t y  C o m m i s s i o n e r  of C o m m e r c e  and

2
E c o n o m i c  D'.>velopment, w h i c h  i n d i c a t e s  t h a t  the A S A O  has 

d e v o t e d  v e r y  l i t t l e ,  if a n y ,  t i m e  or r e s o u r c e s  to K o r e a  or 

t h e  t w o  o t h e r  c o u n t r i e s — T a i w a n  a n d  C h i n a — t h a t  it is 

s u p p o s e d  to s e r v i c e . *

--------------------------------------
A l a s k a n  S t a t e  A s i a n  O f f i c e  S t u d y , J a n u a r y ,  198 2 ,  s u b m i t t e d  

by A g r i t r a d e  I n t e r n a t i o n a l ,  I n c .  to t h e  D e p a r t m e n t  of 
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t ,  at p a g e s  1 0 - 1 4 .
S e e  J a n u a r y  17, 1 9 8 4 ,  m e m o r a n d u m  f r o m  Mr. S h e r w o o d  to H o u s e  

S p e a k e r  H a y e s '  o f f i c e ,  at p a g e s  2 - 3 .
F o r  e x a m p l e s ,  Mr. O ' R e i l l y  s t a t e d  t h a t  t h e  c o n t a c t s  a n d  

a c t i v i t i e s  of the A S A O  w i t h  A s i a n  c o u n t r i e s  o t h e r  t h a n  J a p a n  
is so n e g l i g i b l e  t h a t  v i r t u a l l y  n o  r e c o r d s  t h e r e o f  a r e  k e p t  
a n d  no e s t i m a t e s  c a n  be m a d e ;  a n d  t h e  2 A S A O  m o n t h l y  r e p o r t s  
d e t a i l i n g  a c t i v i t i e s  in S e p t e m b e r  a n d  O c t o b e r  of 1 9 8 3 ,  w h i c h  
a r e  in A t t a c h m e n t  "jy" h e r e t o ,  s h o w  t h a t  t h e  o n l y  c o n t a c t  
w i t h  K o r e a  d u r i n g  t h e  2 m o n t h  p e r i o d  i n v o l v e d  w a s  a t r i p  on 

O c t o b e r  12, 198 3 ,  to a t t e n d  a f u n e r a l  of the K o r e a n  
g o v e r n m e n t  o f f i c i a l s  k i l l e d  in t h e  R a n g o o n  b o m b i n g .
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B. F U N C T I O N S  A N D  O B J E C T I V E S .

As m a n d a t e d  in t h e  a p p r o p r i a t e  e x e c u t i v e  b u d g e t  d o c u m e n t s ,  

the p r i m a r y  p u r p o s e s  a n d  f u n c t i o n s  of t h e  A S A O  a r e  to:

1. P r o v i d e  t h e  A l a s k a  b u s i n e s s  c o m m u n i t y  w i t h  p e r -  
t i e n t  i n t e l l i g e n c e  on m a r k e t  p r i c e s  a n d  c o n d i t i o n s ,  

p r o d u c t  u t i l i z a t i o n ,  e t c . ;
2. L o c a t e  a n d  e s t a b l i s h  b u s i n e s s  c o n t a c t s  w h i c h  a r e  

i n t e r e s t e d  in A l a s k a n  p r o d u c t s  a n d  i n v e s t m e n t s ;

3. A c t  as a c a t a l y s t  to a s s i s t  A l a s k a  a n d  f o r e i g n  

b u s i n e s s  p e r s o n s  to m e e t  a n d  c o n d u c t  b u s i n e s s ;
4. E s t a b l i s h  f o r e i g n  g o v e r n m e n t  c o n t a c t s  w h i c h  a r e  

i m p o r t a n t  to A l a s k a ,  a n d  i n t r o d u c e  t h e m  to t h e  
s t a t e ' s  e c o n o m i c  t r a d e  a n d  d e v e l o p m e n t  p o l i c i e s ;  

a n d
5. E s t a b l i s h  ^ f a v o r a b l e  i m a g e  of A l a s k a  in f o r e i g n  

c o u n t r i e s .

As p r e v i o u s l y  m e n t i o n e d ,  it is q u i t e  c l e a r  t h a t  t h e  A S A O  is 

o n l y  e x e r c i s i n g  t h e  f u n c t i o n s  a n d  f u l f i l l i n g  t h e  o b j e c t i v e s  

l i s t e d  a b o v e  i n  r e g a r d  to J a p a n .  F o r  e x a m p l e ,  as to the 

f i r s t  f u n c t i o n  a n d  o b j e c t i v e ,  it is o b v i o u s  t h a t  t h e  A S A O  

c a n n o t  p r o v i d e  " p e r t i n e n t  i n t e l l i g e n c e  on m a r k e t  p r i c e s  a n d  

c o n d i t i o n s "  in K o r e a  if i t s  o n l y  c o n t a c t s  w i t h  t h a t  c o u n t r y  

in a 2 m o n t h  p e r i o d  is a s i n g l e  t r i p  t h e r e  to a t t e n d  a 

f u n e r a l . ̂

C. E f f e c t i v e n e s s .

It is d i f f i c u l t ,  if not i m p o s s i b l e ,  to e v a l u a t e  the 

e f f e c t i v e n e s s  of t h e  A S A O  w i t h o u t  s o m e  m e a s u r a b l e  and 

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

o p e r a t i o n  A l a s k a n  e x p o r t s  to J a p a n  h a v e  r i s e n  d r a m a t i c a l l y  

a n d  it is p r e d i c t e d  t h a t  t h e y  w i l l  r e a c h  t h e  $1 b i l l i o n  m a r k

4 S e e  f o o t n o t e  2, a b o v e ,  and a c c o m p a n y i n g  t e x t .  

5 S e e  f o o t n o t e  3, a b o v e ,  a n d  a c c o m p a n y i n g  t e x t .
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in the n e x t  y e a r  or t w o ’̂ a n d  t h i s  is :l.n i t s e l f  an 

i n d i c a t i o n  of the A S A O ' s  s t r o n g  e f f e c t i v e n e s s .

H o w e v e r ,  o n c e  a g a i n  it m u s t  be p o i n t e d  o u t  t h a t  the A S A O ' s  

e f f e c t i v e n e s s  is o n l y  in r e l a t i o n  to A l a s k a n  t r a d e  w i t h  

J a p a n .  C e r t a i n l y ,  b a s e d  on t h e  p r e v i o u s l y  m e n t i o n e d  

i n f o r m a t i o n ,  it w o u l d  be u n w a r r a n t e d  to a t t r i b u t e  t h e  

d r a m a t i c  r e c e n t  r i s e  in A l a s k a n  e x p o r t s  to K o r e a ^  to t h e  

A S A O .

()A U. S .  D e p a r t m e n t  of C o m m e r c e ,  D i v i s i o n  of I n t e r n a t i o n a l  
T r a d e ,  s t u d y  l i s t i n g  t h e  l e v e l  of A l a s k a  e x p o r t s  to A s i a n  
c o u n t r i e s  t h r o u g h  N o v e m b e r ,  1 9 8 2 ,  i n d i c a t e d  t h a t  in 1 9 8 1  the 
t o t a l  e x p o r t s  to J a p a n  w e r e  a p p r o x i m a t e l y  $ 9 3 4  m i l l i o n .
T h i s  d e c r e a s e d  in 1 9 8 2  to a p p r o x i m a t e l y  $888 m i l l i o n ,  bu t 
th e  d i r e c t o r  of t h e  U. S .  D e p a r t m e n t  of C o m m e r c e ' s  A n c h o r a g e  
o f f i c e ,  R i c h a r d  L e n a h a n , c o n c u r s  w i t h  the $1 b i l l i o n  in the 
n e x t  y e a r  or t w o  p r e d i c t i o n .
T h e  sa m e  s t u d y  m e n t i o n e d  in f o o t n o t e  6 , a b o v e ,  s h o w s  t h a t  

e x p o r t s  to K o r e a  r o s e  f r o m  a p p r o x i m a t e l y  $ 2 0  m i l l i o n  in 1 9 8 1  

to a r o u n d  $95 m i l l i o n  t h r o u g h  N o v e m b e r  of 1982.
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V I I I .  - E X P A N D I N G  T H E  A S A O  T O  S E R V I C E  K O R E A

A. O n l y  P r o t o c o l  F u n c t i o n s  and O b j e c t i v e s  B e i n g  P r o v i d e d  

Re K o r e a .

As p o i n t e d  o u t  in t h e  p r e i v o u s  s e c t i o n  of t h i s  r e p o r t ,  t h e  

A S A O  is n o t ,  in a n y  m e a n i n g f u l  s e n s e ,  p r o v i d i n g  a n y  s e r v i c e s  

in r e g a r d  to K o r e a .

T h e  A S A O  is n o t ,  in a n y  m e a n i n g f u l  s e n s e ,  p r o v i d i n g  t h e  

A l a s k a  b u s i n e s s  c o m m u n i t y  w i t h  p e r t i n e n t  i n t e l l i g e n c e  on 

m a r k e t  p r i c e s  a n d  c o n d i t i o n s ,  p r o d u c t  u t i l i z a t i o n ,  e t c . ,  in 

r e g a r d  to K o r e a .  It is n o t  a n d  it c a n n o t  p e r f o r m  t h i s  

f u n c t i o n  b e c a u s e  to do so w o u l d  r e q u i r e  a p r e s e n c e  or

r e p r e s e n t a t i o n  in K o r e a ,  and t h a t  h a s  n o t  o c c u r e d  a n d  is n o t  

o c c u r i n g .

T h e  A S A O  is n o t  a n d  c a n n o t  l o c a t e  a n d  e s t a b l i s h  b u s i n e s s

c o n t a c t s  in K o r e a  w h i c h  are i n t e r e s t e d  in A l a s k a  p r o d u c t s  

a n d  i n v e s t m e n t s  b e c a u s e  to do so w o u l d  r e q u i r e  a p r e s e n c e  or 

r e p r e s e n t a t i o n  in t h a t  c o u n t r y ,  a n d  t h a t  h a s  n o t  o c c u r e d  a n d  

is not o c c u r i n g .

T h e  A S A O  is n o t  a n d  c a n n o t  a c t  as a c a t a l y s t  to a s s i s t

A l a s k a  a n d  K o r e a  b u s i n e s s  p e r s o n s  to m e e t  a n d  c o n d u c t  

b u s i n e s s  b e c a u s e  to do so w o u l d  r e q u i r e  a p r e s e n c e  or

r e p r e s e n t a t i o n  in K o r e a ,  and t h a t  h a s  n o t  o c c u r e d  a n d  is n o t  

o c c u r i n g .

H o w e v e r ,  t h e  A S A O  is a p p a r e n t l y  m a k i n g  s o m e  e f f o r t ,  a n d  

p l a n n i n g  to i n c r e a s e  t h o s e  e f f o r t s , ^  to e s t a b l i s h  g o v e r n m e n t

^ T h i s  i n f o r m a t i o n  w a s  o b t a i n e d  by H o u s e  R e s e a r c h  A g e n c y  
a n a y l i s t  J o n a t h a n  S h e r w o o d  t h r o u g h  i n t e r v i e w s  w i t h  A l a s k a  
s t a t e  o f f i c i a l s  a n d  r e v i e w  of a p p l i c a b l e  d o c u m e n t s  for t h i s  

s t u d y .
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c o n t a c t s  w h i c h  a r e  i m p o r t a n t  to A l a s k a ,  and i n t r o d u c e  t h e m  

to the s t a t e ' s  e c o n o m i c  t r a d e  a n d  d e v e l o p m e n t a l  p o l i c i e s ,  

a n d  to e s t a b l i s h  a f a v o r a b l e  i m a g e  of A l a s k a  in K o r e a .

It s h o u l d  be n o t e d  t h a t  t h e  l a t t e r  a c t i v i t i e s  b e i n g  

p e r f o r m e d  a n d  c o n t e m p l a t e d  by t h e  A S A O  in r e g a r d  to K o r e a  

a r e  in the n a t u r e  of a l i a s o n  or p r o t o c o l  f u n c t i o n  a n d  

o b j e c t i v e .

B. F e a s a b i l i t y .

T h e  q u e s t i o n  of w h e t h e r  it is f e a s i b l e  f o r  the A S A O  to 

e x p a n d  its pre at or c o n t e m p l a t e d  f u n c t i o n s  a n d  o b j e c t i v e s  

so as to p e r f o r m  a n d  f u l f i l l  t h e m  in r e g a r d  to K o r e a ,  h a s  

a l r e a d y  b e e n  a n s w e r e d  in the n e g a t i v e ,  for o b v i o u s  r e a s o n s .  

T h e  g a t h e r i n g  of p e r t i n e n t ,  or u s e a b l e ,  i n t e l l i g e n c e  on 

m a r k e t  p r i c e s ,  c o n d i t i o n s ,  p r o d u c t  u t i l i z a t i o n ,  e t c . ,  in 

K o r e a  is a f u n c t i o n  t h a t  c a n n o t  c o n c e i v a b l y  be p e r f o r m e d  

w i t h o u t  b e i n g  p r e s e n t  or r e p r e s e n t e d  in t h a t  c o u n t r y .  A n d  

t h e  sa m e  is t r u e  f o r  l o c a t i n g  a n d  e s t a b l i s h i n g  b u s i n e s s  

c o n t a c t s  a n d  a c t i n g  os a c a t a l y s t  f o r  b u s i n e s s  t r a n s a c t i o n s .  

T h e s e  are a c t i v i t i e s  t h a t  r e q u i r e  v i r t u a l l y  d a y  to d a y  

a t t e n t i o n  a n d  c a n n o t  be p e r f o r m e d  in a n y  m e a n i n g f u l  s e n s e  

f r o m  a n o t h e r  c o u n t r y .

C. O t h e r  C o n s i d e r a t i o n s .

T h u s ,  the o n l y  w a y  to e x p a n d  t h e  A S A O  to s e r v i c e  K o r e a  is to

l i m i t  its a c t i v i t i e s  in t h a t  c o u n t r y  to t h o s e  it is a l r e a d y

p e r f o r m i n g  or c o n t e m p l a t i n g ,  w h i c h  is m a i n l y  a l a i s o n  or

p r o t o c o l  f u n c t i o n .  I n c r e a s i n g  t h e  c o n t a c t s  the A S A O  h a s

w i t h  K o r e a  w i l l  n o t  s u b s t a n t i a l l y  a l t e r  t h e  n a t u r e  of c h a t
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f u n c t i o n  u n l e s s  t h o s e  c o n t a c t s  a r e  i n c r e a s e d  to t h e  p o i n t  

w h e r e  it b e c o m e s  p r a t i c a l  a n d  n e c e s s a r y  to h a v e  a 

r e p r e s e n t a t i v e  p e r m a n a t e l y  s t a t i o n e d  in K o r e a ,  a n d  to 

e s t a b l i s h  a p e r m a n a n t  A S A O  b r a n c h  o f f i c e  t h e r e .

H o w e v e r ,  t h e r e  a r e  r e a s o n s  t h a t  s u c h  an a l t e r n a t i v e  to 

e s t a b l i s h i n g  a s e p e r a t e  A l a s k a n  t r a d e  o f f i c e  in K o r e a  is 

i l l - a d v i s e d  a n d  s h o u l d  be r e j e c t e d .

As p r e v i o u s l y  m e n t i o n e d  a n d  d i s c u s s e d  in t h i s  r e p o r t  K o r e a n s

h a v e  a s t r o n g  s e n s e  of n a t i o n a l  i d e n t i t y  a n d  t h e y  a r e  v e r y

2
s e n s i t i v e  a b o u t  b e i n g  r a t e d  s e c o n d  to J a p a n .  I n d e e d ,  all

t h e  K o r e a n  b u s i n e s s  a n d  g o v e r n m e n t  o f f i c i a l s  i n t e r v i e w e d  for

t h i s  s t u d y  p o i n t e d  t h i s  out, a n d  s o m e  of t h e m  e x p r e s s l y

s t a t e d  t h a t  t h e y  w o u l d  c o n s i d e r  t h e  e x p a n s i o n  of the A S A O  in

T o k y o  to s e r v i c e  K o r e a  as r e l e g a t i n g  K o r e a  to the p o s t i o n  of

3
b e i n g  a s e c o n d  c l a s s  c i t i z e n .

O t h e r  K o r e a n s  i n t e r v i e w e d  for t h i s  s t u d y  h a d  m o r e  p r a c t i c a l

o b j e c t i o n s .  T h u s ,  Mr. R h i m ,  the e x e c u t i v e  d i r e c t o r  of the

K o r e a - U . S .  E c o n o m i c  C o u n c i l  ( K U S E C )  p o i n t e d  out t h a t  to be

e f f e c t i v e ,  an A l a s k a n  r e p r e s e n t a t i v e  in K o r e a  m u s t  be

k n o w l e d g e a b l e  of K o r e a n  b u s i n e s s  p r o t o c o l  a n d  m u s t  h a v e  an

u n d e r s t a n d i n g  of K o r e a n  b u s i n e s s  p r a c t i c e s  a n d  t h e i r

r a m n i f i c a t i o n s .^ Mr. K y o n g ,  t h e  p r e s i d e n t  of S a m s u n g

C o r p o r a t i o n ,  s t a t e d  t h a t  a T o k y o  l a i s o n  o f f i c e  w o u l d  n o t  be

e f f i c e n t  b e c a u s e  of the a m o u n t  of t i m e  l o s t  d u e  to t r a v e l ,  

? ---------------------------
^ S e e  s e c t i o n  IV, s u b s e c t i o n  E, a b o v e .
S e e  n o t e s  on 1 / 1 1 / 8 4  i n t e r v i e w  w i t h  M r .  C h o o ,  the d i r e c t o r  

of the H y n d a i  C o r p o r t i o n ,  in A t t a c h m e n t  B h e r e t o .
S e e  n o t e s  of 1 / 3 1 / 8 4  i n t e r v i e w  w i t h  Mr. R h i m  in A t t a c h m e n t  

B h e r e t o .

-37-



r e p o r t i n g  a n J  f o l l o w  up,, He a l s o  p o i n t e d  o u t  t h a t  h i s  

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

o w n  c o r p o r a t e  b r a n c h  o f f i c e  s t r u c t u r e  in o t h e r  p a r t s  of the 

w o r l d  . ̂

^ S e e  n o t e s  on 1 / 9 / 8 4  i n t e r v i e w  w i t h  Mr. K y o n g  in A t t a c h m e n t  

B h e r e t o .



IX - PROS AND CONS OF E S T A B L I S H I N G  A SEPERATE

A L A S K A  T R A D E  O F F I C E  IN K O R E A

A. T h e  P r o s  A m o n g  K o r e a n s .

V i r t u a l l y  a l l  of t h e  K o r e a n  b u s i n e s s  p e o p l e  and g o v e r n m e n t  

o f f i c i a l s  i n t e r v i e w e d  as p a r t  of t h i s  s t u d y  a g r e e d  t h a t  the 

e s t a b l i s h m e n t  of a s e p e r a t e  A l a s k a  t r a d e  o f f i c e  in K o r e a  

w o u l d  n o t  o n l y  be of g r e a t  p o t e n t i a l  b e n e f i t  to b o t h  K o r e a n s  

a n d  A l a s k a n s ,  b u t  w o u l d  a l s o  c o n s t i t u t e  a p o s i t i v e  a n d  m u c h  

n e e d e d  s t e p  in the d i r e c t i o n  of f o s t e r i n g  b e t t e r  t r a d e  

r e l a t i o n s  t h a t  m i g h t  h a v e  i m m e d i a t e ,  p r a c t i c a l  r e s u l t s .

T h e  K o r e a n s  w e r e  s o p h i s t i c a t e d  a n d  r e a l i s t i c  e n o u g h  to 

u n d e r s t a n d  t h a t  a l t h o u g h  A l a s k a  is a w e a l t h y  s t a t e  in m a n y  

r e s p e c t S j  l i k e  m o s t  o t h e r  g o v e r n m e n t a l  b o d i e s  t h r o u g h o u t  the 

w o r l d ,  it a l s o  has l i m i t a t i o n s  on t h e  a m o u n t  of p u b l i c  f u n d s  

it c a n  d e v o t e  to b u s i n e s s  p r o m o t i o n a l  a c t i v i t i e s  s u c h  as the 

e s t a b l i s h m e n t ,  s t a f f i n g  a n d  o p e r a t i o n  of a f o r e i g n  t r a d e  

o f f i c e .  N e v e r t h e l e s s ,  v i r t u a l l y  a l l  of t h e m  s e e m e d  to h a v e  

a v e r y  d i f f i c u l t  t i m e  u n d e r s t a n d i n g  w h y  t h e  A l a s k a  s t a t e  

g o v e r n m e n t  d o e s n ' t  a l r e a d y  r e c o g n i z e  t h a t  the t r e m e n d o u s  

p o t e n t i a l  e c o n o m i c  b e n e f i t s  to be d e r i v e d  f r o m  f o s t e r i n g  

t r a d e  r e l a t i o n s  w i t h  K o r e a  at t h i s  t i m e  f a r  o u t w e i g h  the
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c o s t s  of e s t a b l i s h i n g ,  s t a f f i n g  a n d  o p e r a t i n g  a m o d e s t  t r a d e  

o f f i c e  in t h e i r  c o u n t r y .  ̂

K o r e a n s  a r e  v e r y  a w a r e  a n d  p r o u d  of t h e  f a c t  t h a t  t h e i r  

c o u n t r y  is p r e s e n t l y  t h e  U n i t e d  S t a t e s '  1 2 t h  l a r g e s t  t r a d i n g  

p a r t n e r ;  t h a t  K o r e a  is o n e  of t h e  l a r g e s t  i m p o r t e r s  of U . S .  

g r a i n  p r o d u c t s  a n d  l i v e s t o c k ;  a n d  t h a t  K o r e a  h a s  i n c u r r e d  

a n d  c o n t i n u e s  to i n c u r  a s u b s t a n t i a l  t r a d e  d e f i c i t  in i t s  

d e a l i n g s  w i t h  t h e  U n i t e d  S t a t e s .

K o r e a n s  a r e  a l s o  v e r y ,  k e e n l y  a w a r e  of t h e  r a p i d ,  

u n p r e c e d e n t e d  i n c r e a s e  in t r a d e  w i t h  A l a s k a  d u r i n g  t h e  p a s t  

f e w  y e a r s ,  a n d  t h e y  g e n e r a l l y  v i e w  the o p e n i n g  of an A l a s k a n  

t r a d e  o f f i c e  in K o r e a  as an i d e a l  w a y  to e n c o u r a g e  K o r e a n  

b u s i n e s s e s ,  w h o  c a n  u s u a l l y  o b t a i n  e x t e n s i v e  c o o p e r a t i o n  a n d  

a s s i s t a n c e  f r o m  t h e  K o r e a n  g o v e r n m e n t ,  to a c t i v e l y  g e t  

i n v o l v e d  m  t r a d e  a c t i v i t i e s  w i t h  A l a s k a .

As i n d i c a t e d  in t h e  n o t e s  of t h e  i n t e r v i e w s  c o n d u c t e d  in

K o r e a  c o n t a i n e d  in A t t a c h m e n t  D h e r e t o ,  v i r t u a l l y  a l l  the

K o r e a n  b u s i n e s s  a n d  g o v e r n m e n t  l e a d e r s  c o n t a c t e d  f e l t  t h a t

an A l a s k a n  t r a d e  o f f i c e  in t h e i r  c o u n t r y  c o u l d  f u l f i l l  t h e

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

i n f o r m a t i o n  a b o u t  A l a s k a  a n d  b e i n g  a p o i n t  of c o n t a c \  for

K o r e a n  a n d  A l a s k a n  b u s i n e s s  e n t i t i e s .  F u r t h e r m o r e ,  t h e r e

'''Attachment " C” h e r e t o  c o n t a i n s  l e t t e r s  f r o m  t h r e e  of the 
m a j o r  K o r e a n  c o r p o r a t i o n s  c o n t a c t e d  w h o s e  e x p r e s s i o n  of 

s u p p o r t  f o r  t h .2 p r o p o s e d  t r a u e  o f f i c e  a r e  r e p r e s e n t a t i v e  of 
all the o t h e r  b u s i n e s s  a n d  g o v e r n m e n t  l e a d e r s  i n t e r v i e w e d .  
F u r t h e r m o r e ,  o n e  of t h o s e  l e t t e r s ,  f r o m  J u n g  J u  K i m ,  
E x e c u t i v e  V i c e  P r e s i d e n t  of the K u k j e  - I C C  C o r p o r a t i o n ,  
e x p r e s s e s  t h e  w i d e s p r e a d  d e s i r e  a n d  n e e d  f o r  d e t a i l e d  
i n f o r m a t i o n  a b o u t  A l a s k a ,  w h i c h  is a p e r c e i v e d  f u n c t i o n  of 

an A l a s k a n  t r a d e  o f f i c e  in K o r e a .
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w a s  w i d e s p r e a d  i n t e r e s t  in b e i n g  p r o v i d e d  a c c e s s  to 

i n f o r m a t i o n  a b o u t  g o v e r n m e n t  r e g u l a t i o n s  a f f e c t i n g  t r a d e ,  

Eind o t h e r  t e c h n i c a l  m a t t e r s  n e c e s s a r y  to e n g a g e  in or e x p a n d  

b u s i n e s s  a c t i v i t i e s  in a n d  w i t h  A l a s k a .

B. T h e  P r o s  A m o n g  A l a s k a n s .

T h e  v i e w  a m o n g  A l a s k a n  b u s i n e s s  p e r s o n s  a n d  o f f i c i a l s  

i n t e r v i e w e d  w a s  e q u a l l y  o n e - s i d e d  in f a v o r  of e s t a b l i s h i n g  a 

s e p e r a t e  t r a d e  o f f i c e  in K o r e a ,  a n d  v i r t u a l l y  all t h e  

A l a s k a n s  w h o  a r e  p r e s e n t l y  i n v o l v e d  or c o n t e m p l a t e  b e i n g  

i n v o l v e d  in t r a d e  w i t h  K o r e a  e m p h a s i z e  t h e  s t r o n g  n e e d  for 

s u c h  a s o u r c e  of d e t a i l e d  i n f o r m a t i o n  a b o u t  K o r e a n  g r o u p s ,  

o p p o r t u n i t i e s ,  p r o c e d u r e s  a n d  o t h e r  f a c t o r s  v i t a l  to 

e f f i c i e n t  a n d  p r o f i t a b l e  t r a d e  w i t h  t h a t  c o u n t r y .

C. T h e  C o n s .

F r o m  the K o r e a n  s i d e  t h e r e  w e r e  n o t  a n y  o b j e c t i o n s  to t h e  

p r o p o s e d  A l a s k a n  t r a d e  o f f i c e ,  a n d  f r o m  the A l a s k a n  s i d e  the 

o n l y  n e g a t i v e  p o i n t  to t h e  e s t a b l i s h m e n t ,  s t a f f i n g  a n d  

o p e r a t i o n  of a s e p e r a t e  t r a d e  o f f i c e  in K o r e a  w a s  i t s  c o s t .  

In t h i s  r e g a r d ,  a l t h o u g h  it c a n  be s a i d  t h a t  s e t t i n g  up an 

o f f i c e  t h e  s i z e  of t h e  A S A O  in T o k y o  is p r o h i b i t i v e  a n d  

p e r h a p s  u n j u s t i f i a b l e  at t h i s  t i m e ,  v i r t u a l l y  e v e r y o n e  w i l l  

a g r e e  t h a t  a s m a l l e r  o f f i c e  in K o r e a ,  w i t h  a s m a l l  s t a f f ,  

d o e s  n o t  s e e m  e x c e s s i v e  in l i g h t  of t h e  s u b s t a n t i a l  

p o t e n t i a l  b e n e f i t s  to be d e r i v e d  by f o s t e r i n g  t r a d e  w i t h  

K o r e a  at t h e  p r e s e n t  t i m e .



X - C ON C LU S I O N S  AND R E C O M M E N D A T I O N S

A. C o n c l u s i o n s .

B a s e d  on t h e  i n i o r i n a t i o n  o b t a i n e d  in t h i s  s t u d y ,  the 

c o n c l u s i o n  t h a t  is n o t  o n l y  f e a s i b l e  b u t  a p p r o p r i a t e  and 

e v e n  n e c e s s a r y  to e s t a b l i s h  a s e p e r a t e  A l a s k a n  t r a d e  o f f i c e  

in K o r e a  is i n e s c a p a b l e .

In j u s t  t h e  p a s t  f e w  y e a r s ,  the l e v e l  of A l a s k a n  e x p o r t s  to

K o r e a  h a s  d r a m a t i c a l l y  i n c r e a s e d *  a n d  t h e r e  h a s  b e e n  an

i n c r e a s e  in K o r e a n  i n v e s t m e n t  in A l a s k a ,  w i t h  e v e r y

i n d i c a t i o n  t h a t  t h e s e  t r e n d s  w i l l  c o n t i n u e  a n d  r a p i d l y

e x p a n d  in t h e  f u t u r e ,  t h u s  p r o v i d i n g  s u b s t a n t i a l  p o t e n t i a l

2
e c o n o m i c  b e n e f i t s  to A l a s k a .

All t h e s e  t h i n g s ,  and m o r e ,  i n d i c a t e  t h a t  t h e  s t a t e  s h o u l d  

e n d e a v o r  to r e a l i z e  t h e s e  p o t e n t i a l  e c o n o m i c  b e n e f i t s ,  and 

t h a t  the e s t a b l i s h m e n t  of a s e p e r a t e  t r a d e  o f f i c e  in K o r e a  

t h a t  con f u l l y  p e r f o r m  a n d  f u l f i l l  a l l  t h e  f u n c t i o n s  and 

o b j e c t i v e s  of the A S A O  in T o k y o  w i l l  be a s i g n i f i c a n t ,  

p o s i t i v e  s t e p  in t h a t  d i r e c t i o n .  In t h i s  r e g a r d ,  t h e  o p t i o n  

of e x p a n d i n g  t h e  A S A O  to a d e q u a t e l y  s e r v i c e  K o r e a  is 

u n f e a s i b l e  a n d ,  i n s o f a r  os the K o r e a n s  t h e m s e l v e s  ore 

c o n c e r n e d ,  u n t h i n k a b l e ,  d e m e a n i n g  and t h u s  i n h e r e n t l y  

c o n t r a d i c t o r y  to the b a s i c  o b j e c t i v e  of i m p r o v i n g  A l a s k a ' s  

i m a g e  in t h a t  c o u n t r y .

*S e e  s e c t i o n  V, s u b s e c t i o n  F, and s e c t i o n  V I I ,  s u b s e c t i o n  C, 
f o o t n o t e  7, a b o v e .  T h e  l a t t e r  r e f e r s  to a s t u d y  s h o w i n g  

t h a t  the l e v e l  of A l a s k a n  e x p o r t s  to K o r e a  r o s e  f r o m  $ 2 0  
p i l l i o n  in 1 9 8 1  to $95 m i l l i o n  in 1 9 8 2 . .

S e e  s e c t i o n  VI, s u b s e c t i o n  B, a b o v e ,  f o r  a l i s t  of f a c t o r s  
r e s p o n s i b l e  for t h i s  t r e n d .



B. R e c o m m e n d a t i o n s .

In a d d i t i o n  to r e c o m m e n d i n g  t h a t  a s e p e r a t e  t r a d e  o f f i c e  in 

K o r e a  be e s t a b l i s h e d  a s  s o o n  as p o s s i b l e ,  t h e  f o l l o w i n g  

r e c o m m e n d a t i o n s  a r e  a l s o  o f f e r e d :

1. L o c a t i o n : as s u g g e s t e d  a n d ^ e x p l a i n e d  by the

e x e c u t i v e  d i r e c t o r  of K U S E C  a n d  t h e  v i c e -  
p r e s i d e n t  of t h e  U S  C h a m b e r  of C o m m e r c e  in 
K o r e a ,  the A l a s k a n  t r a d e  o f f i c e  s h o u l d  be 

l o c a t e d  in the c e n t r a l  b u s i n e s s  d i s t r i c t  of 
S e o u l ,  c l o s e  to t h e  U n i t e d  G o v e r n m e n t  B u i l d i n g  
a n d  the U.S. E m b a s s y ,  n o t  o n l y  b e c a u s e  of 
e a s i e r  a c c e s s  to g o v e r n m e n t  a n d  b u s i n e s s  h e a d ­
q u a r t e r s ,  but a l s o  b e c a u s e  s u c h  a l o c a t i o n  is 
p e r c e i v e d  by K o r e a n s  as a s t a t e s  s y m b o l  of w h i c h  

t h e y  a r e  o *:>:emelly c o n s c i o u s .

2. S t a f f i n g : the A l a s k a n  t r a d e  o f f i c e  s h o u l d  h a v e ,  as
a m i n i m u m  s t a f f ,  an e x e c u t i v e  d i r e c t o r ,  a d e p u t y  
d i r e c t o r  a n d  a s e c r e t a r y .  It is i m p o r t a n t  to h a v e  
a d e p u t y  d i r e c t o r  b e c a u s e  t h e r e  s h o u l d  a l w a y s  be 

s o m e o n e  in the o f f i c e  of s u f f i c i e n t  r a n k  to h o s t  
i m p o r t a n t  v i s i t o r s  w h i l e  t h e  e x e c u t i v e  d i r e c t o r  is 

a t t e n d i n g  i m p o r t a n t  f u n c t i o n s .

3 . Qualifico*--* o n s : e i t h e r  t h e  e x e c u t i v e  or d e p u t y
d i r e c t o r  m u s t  be f l u e n t  in K o r e a n  a n d  be a b l e  to
r e a d  and w r i t e  t h e  l a n g u a g e .  In g e n e r a l ,  t h e s e  
i n d i v i d u a l s  s h o u l d  be b u s i n e s s  o r i e n t e d  p r o f e s s i o n ­

al s ,  p r e f e r a b l y  w i t h  e x p e r i e n c e  in K o r e a n - A l a s k a n  

t r a d e ,  r a t h e r  t h a n  d i g n i t a r y  t y p e s .  T h i s  is in 
k e e p i n g  w i t h  t h e  t e n o r  of t h e  o f f i c e ,  w h i c h  s h o u l d  
be o r i e n t e d  m o r e  t o w a r d  t h e  b u s i n e s s  f u n c t i o n s  t h a n

3 S c e  n o t e s  on 1 / 1 0 / 8 4  i n t e r v i e w  w i t h  Mr. R h i m  in A t t a c h m e n t  

D h e r e t o .
4 L e e  n o t e s  on 1 / 1 0 / 8 4  i n t e r v i e w  w i t h  B r i g a d i e r  G e n e r a l  
( r e t i r e d )  F r e d e r i c k  C. K r a u s e  in A t t a c h m e n t  D h e r e t o .
5 S e e  s e c t i o n  IV, s u b s e c t i o n  B, a b o v e ,  w h e r e  t h e  b a s i c  
p r i n c i p l e s  of s e n i o r i t y ,  c o u r t e s y  a n d  r e s p e c t  a n d  d i s c u s s e d ,  
p u r s u a n t  to w h i c h ,  h a v i n g  an o f f i c e  in an i n f e r i o r  l o c a t i o n  

w o u l d  be a b r e a c h  of K o r e a n  b u s i n e s s  e t i q u e t t e .
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t h e  l a i s o n  o r  p r o t o c o l  f u n c t i o n s . ^ 1

4. D u t i e s  and G o a l s : T h e  A l a s k a n  t r a d e  o f f i c e  s h o u l d  

h a v e  t h e  s a m e  b a s i c  f u n c t i o n s  a n d  o b j e c t i v e s  th a t  
a r e  p r e s e n t l y  m a n d a t e d  f o r  t h e  A S A O  in T o k y o ,  w h i c h  

a r e  to:
a. P r o v i d e  t h e  A l a s k a  b u s i n e s s  c o m m u n i t y  

w i t h  p e r t i n e n t  i n t e l l i g e n c e  on K o r e a n  

m a r k e t  p r i c e s ,  c o n d i t i o n s ,  p r o d u c t  

u t i l i z a t i o n  a n d  r e l a t e d  m a t t e r s ;

b. L o c a t e  a n d  e s t a b l i s h  K o r e a n  b u s i n e s s  

c o n t a c t s  w h i c h  a r e  i n t e r e s t e d  in A l a s k a  

p r o d u c t s  a n d  i n v e s t m e n t s ;

c. A c t  as a c a t a l y s t  to a s s i s t  A l a s k a n  and 

K o r e a n  b u s i n e s s  p e r s o n s  to m e e t  a n d  
c o n d u c t  b u s i n e s s ;

d. E s t a b l i s h  K o r e a n  g o v e r n m e n t  c o n t a c t s  

w h i c h  a r e  i m p o r t a n t  to A l a s k a ,  a n d  
i n t r o d u c e  t h e m  to t h e  S t a t e ' s  e c o n o ­
mi c  t r a d e  and d e v e l o p m e n t  p o l i c i e s ;  and

e. E s t a b l i s h  a f a v o r a b l e  i m a g e  of A l a s k a  

in K o r e a .  y

5. P r o p o s e d  A n n u a l  B u d g e t .
E x e c u t i v e  D i r e c t o r  $ 6 0 , 0 0 0 .
D e p u t y  D i r e c t o r  4 0 , 0 0 0 .

S e c r e t a r y  1 0 , 0 0 0 .
O f f i c e  R e n t  2 4 , 0 0 0 .
O f f i c e  E q u i p m e n t  1 0 , 0 0 0 .
O f f i c e  E x p e n s e s  1 2 , 0 0 0 .

O f f i c e  S u p p l i e s  1 , 2 0 0 .
P r i n t i n g  1 , 2 0 0 .

E n t e r t a i n m e n t  1 2 , 0 0 0 .
M i s c .  C o s t s  ( l i c e n s e s ,  e t c . )  1 0 , 0 0 0 .
T o t a l  $ 1 8 0 , 4 0 0 .

As p r e v i o u s l y  d i s c u s s e d  in s e c t i o n  VI, s u b s e c t i o n  B, a b o v e ,  
t h i s  is in r e c o g n i t i o n  of a n d  in c o m p l i a n c e  w i t h  t h e  s t r o n g  

K o r e a n  w o r k  e t h i c ,  p u r s u a n t  to w h i c h  t h e  a p p o i n t m e n t  of 
d i g n i t a r y - t y p e  i n d i v i d u a l s  w i t h  no p r i o r  e x p e r i e n c e  in or 

d e t a i l e d  k n o w l e d g e  of K o r e a n - A l a s k a n  t r a d e  w o u l d  be v i e w e d  
as i n e f f i c e n t  a n d  u n w i s e  ''’hi s  is n o t  to s a y ,  h o w e v e r ,  that 
the p r o t o c o l  or l a i s o n  f u n c t i o n  a n d  o b j e c t i v e  s h o u l d  be 
^ g n o r e d .
D e t a i l e d  e s t i m a t e d  c o s t s  of o f f i c e  s p a c e ,  h o u s i n g ,  

t r a n s p o r t a t i o n ,  s c h o o l i n g  a n d  o t h e r  e x p e n s e s  w e r e  p r o v i d e d  

by the v i c e  p r e s i d e n t  of t h e  U . S .  C h a m b e r  of C o m m e r c e  in 
K o r e a .  S e e  n o t e s  on 1 / 1 0 / 8 4  i n t e r v i e w  w i t h  B r i g a d i e r  
G e n e r a l  ( r e t i r e d )  F r e d e r i c k  C. K r a u s e  in A t t a c h m e n t  B 

h e r e t o .

- 4 4 -
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6 . P l a c e m e n t *

T h e  A l a s k a n  t r a d e  o f f i c e  in K o r e a  s h o u l d  be p l a c e d  

u n d e r  t h e  j u r i s d i c t i o n  of the D e p a r t m e n t  of 

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  w h e r e  t h e  A S A O  
in T o k y o  is p r e s e n t l y  p l a c e d .  T h i s  is c o n s i s t a n t  

w i t h  t h e  p r a c t i c e  f o l l o w e d  by v i r t u a l l y  a l l  s t a t e s  
t h a t  h a v e  f o r e i g n  t r a d e  o f f i c e s .

--------------------------------------
D e t a i l e d  e s t i m a t e d  c o a t  of o f f i c e  s p a c e ,  h o u s i n g ,  

t r a n s p o r t a t i o n ,  s c h o o l i n g  a n d  o t h e r  e x p e n s e s  w e r e  p r o v i d e d  
by the v i c e  p r e s i d e n t  of t h e  U . S .  C h a m b e r  of C o m m e r c e  in 
K o r e a .  S e e  n o t e s  no 1 / 1 0 / 8 4  i n t e r v i e w  w i t h  B r i g a d i e r  

G e n e r a l  ( r e t i r e d )  F r e d r i c k  C. K r a u s e  in A t t a c h m e n t  B h e r e t o  
S e e  s e c t i o n  III, a b o v e ,  c o n t a i n i n g  the f o l l o w i n g  s t a t e m e n t  

"In a l m o s t  a l l  c a s e s ,  t h e  f o r e i g n  t r a d e  o f f i c e s  a r e  

a s s o c i a t e d  w i t h  t h e i r  s t a t e ' s  e c o n o m i c  d e v e l o p m e n t  a g e n c y . "

- 4 5 -
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S U B M I T T A L

T h i s  r e p o r t  is b e i n g  r e s p e c t f u l l y  s u b m i t t e d  on t h e  1 4 t h  d a y  

of F e b r u a r y ,  1 9 8 4 ,  to A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  

S p e a k e r  J o e  H a y e s  by

- 4 6 -
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L e t t e r s  f r o m  K o r e a n  b u s i n e s s  l e a d e r s .
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Mr. Joe L, Haye3 January 16, 19B4

Speaker of the Hous? of Representatives. 

Alaska State Legislature

Den Sir,

It is an honor for us to express our sincere gratitude to you for Alaska 
State's intention to open a trade office in Seoul. He firmly believe this 
planned office will do much to increase trade and business relations between 
Alaska and Korea.

We, Kolon International Corp., very much welcome your proposal, and as an 

importer-cxporter and investor, will be foremost to use this plannned-office 

in the fucure. And we sincerely hope that we may be able to offer you any 

assistarce in the establishment and functioning of this office.

We hope that nomotima In tho nour future your plun will include a trip to 
Korea and at thut time you will offer us the opportunity of ruqyi.ving you 
at our main offices.    ...-

We send you our best regurds and intentions both to you und entire state . 
of Alaska. , , •••—  ---

Sincerely Yours,

K O L O N  I N T E R N A T I O N A L  COUP

CCt Mr. Michael M. Gay
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SAMSUNG CO., LTD.
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Jan 10, 1984

Mr. J o o  L. H a y e s  

S p e a k e r  o f  T h e  H o u s e  

P o u c h  V  
S t a t e  C a p i t a l  

J u n e a u ,  A l a s k a  99811

D e a r  Mr, H a y e s  i

I t  is m y  g r e a t  p l e a s u r e  to take this o p p o r t u n i t y  to g i v e  o u r  

... yh^l n - h a n r t e d  .}ial£pmp_^an4 support, to y o u r  i n i t i a t i n g --**.-TeawJ Ui.ti.ty- ... 

s t u d y  o f  o p e n i n g  a  trade o f f i c e  in Seoul.

S a m s u n g  Co., Ltd. is a l r e a d y  p a r t i c i p a t i n g  i n  the B e r i n g  coal field 

d e v e l o p m e n t  p r o j e c t  t h r o u g h  o u r  K A D C O  c o n s o r t i u m  s i n c e  1981 and n o w  

we a re u l o o  s t u d y i n g  t i m b e r  d e v e l o p m e n t  p r o j e c t  w i t h  S o u l u a k a  corp.

M o r e o v e r ,  wo h a v e  e x p r e s s e d  o u r  k e e n  I n t e r e s t s  in the A l a s k a n  L N G  

a n d  p e t r e c h o m i c u l  project; w h u n  Mr. H l o k o l  v i s i t e d  so e u l  l a s t  Dooe.-.iber 

T o  f a c i l i t a t e  o u r  e f f o r t s ,  S a m s u n g  is o p e n i n g  an A n c h u r a g e  offic e s ,  

b e g i n n i n g  tills J a n u a r y ,

I f  y o u r  trade o f f i c e  w o u l d  b e  e s t a b l i s h e d  in seoul, r e c i p r o c a t i n g  

o u r  K o r e a n  e f f o r t s  as s o o n  as p o s s i b l e ,  w o  ai'o s u r e  a  b i l a t e r a l  

t r a d e  b e t w e e n  A l a s k a  a n d  K o r e a  c u n  bo t u n g l b l y  a c t i v a t e d .

E c o n o m i c  c o o p e r a t i o n ,  e s p e c i a l l y  in t he f i e l d s  o f  n a t u r a l  r e s o u r c e s ,  

a g r i c u  1 t u r e , Cv i s t r u c t i o n  a n d  p l a n t s  f o r  A l a s k a  b a s e d  i n d u s t r y  

etc., w o u l d  be s o m e t h i n g  to w a t c h  w i t h  g r e a t  e x p e c t a t i o n s .

We hop. y o u r  w i s e  vision, w o u l d  b r i n g  s u c c e s s  a n d  g o o d  results.

S i n c e r e l y ,

J o o  flyon K y o n g  

P r e s i d e n t  
S a m s u n g  Co., L td
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D a te :  J a n u a ry  15, 1984

H is  E x c e l l e n c y  

M r.  Joe  L .  Hayes 

Speake r o f  the  House 

A la s k a  9 * fe a te -k e g is la tu re

You r E x c e l l e n c y  :

Few days ago , I  had an o p p o r t u n i t y  o f  m ee t in g  

M r.  M ic h a e l  M. Gay who was in t r o d u c e d  to  me by M r .  P i o  Y .  P a r k .  

A t  t h i s  m ee t in g  we d i s c u s s e d  many i n t e r e s t i n g  t o p ic B  r e g a r d in g  

the  K o re a -A la s k a  b u s in o a s  p o t e n t i a l s  and p o s s i b i l i t y  o f  

e s t a b l i s h i n g  a A la s k a n  o f f i c e  h e re  i n  K o re a .

As I am i n  the  p o s i t i o n  o f  d e v e lo p in g  o v e rs e a  b u s in e s s e s  

w i t h i n  o u r  c o r p o r a t i o n ,  I  am k e e n ly  aware o f  th e  f a c t  t h a t  

o v e r a l l  i n f o r m a t io n s  a b o u t  th e  s t a t e  o f  A la s k a  o r  l a c k  o f  them 

may i n f l u e n c e  s i g n i f i c a n t  f u t u r e  b u s in e s s  d e c i s i o n s .  M o s t  o f  

the  Ko rean  b u s in e s s  men, i n c l u d i n g  m y s e l f ,  have  v e r y  r o m a t ic  

n o t io n s  ab ou t  the  A la s k a  b u t  see  few b u s in e s s  p o t e n t i a l i t i e s .

To be more s p e c i f i c ,  we do n o t  know the  d e t a i l s  o f  th e  n a t i v e s  

and A la s k a n  S t a t e ,  th e  c o m m e rc ia l  la w s ,  th e  la b o r  r e l a t i o n s h i p s  

and o t h e r  f e d e r a l  law s  t h a t  may g ove rn  the Ko rean  s i d e  i n v o l v e ­

ments .
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By e s t a b l i s h i n g  th e  A la s k a n  o f f i c e  i n  K o re a  w i l l  s o lv e  

and c l e a r  a l l  o f  th e se  q u e s t i o n s .  What i s  more im p o r t a n t  i n  

my o p in i o n  i s  t h a t  i t  w i l l  c r e a t e  b o th  A la s k a  and Ko rean  

e x p o su re s  t h a t  a r e  b o th  b e n e f i t i a l  to  each  o t h e r .

I n  o u r  judgem en t, th e  t im in g  i s  r i g h t  and hope t h a t  

you w i l l  s e t  up such  an o f f i c e  i n  K o re a .

Ve ry  t r u l y  y o u r s ,

K u k je - I C C  C o r p o r a t i o n

I

I
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STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE 

Revision Date:

! •

REQUEST
Bi l l/Reso lut ion No. : HB 654
T i t l e :  "An Act re la t in g  to Alaska
Foreign Off ices . _____________________

Sponsor: Haves___________________________________
R e q u e s t o r ;  House Labor/Commerce 
Date of Request:_______________________________

FISCAL DETAIL
Agency Affected: Commerce & Economic Development
Program Category Affected:__________________________

Economic D e v e l o p m e n t _____________________
BRU, Program or Subprogram(s) Affected:

Economic Development Advocates BRU___
Internat iona l  Trade Component____________

EXPENDITURES/REVENUES:____(Thousands of Do l la rs )

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<♦00 SUPPLIES 

510 EQUIPMENT 

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

800 MISCELLANEOUS

1 0 1 .1 106. 2 _ 111.5 117.1 123.0
2 5 . 0 2 6 .3 27 . 6 2 9 . 0 30.5

293 . 9 3 0 8 . 5 32 4 . 0 3 40 . 2 357.2
1 4 . 0 14 . 7 15.4 16 . 2 17.0

TOTAL OPERATING 434.0 455.8 478.5 502.5 527.7

I CAPITAL

I REVENUE

FUNDING: (Thousands of Dol ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

434.0 455.8 478.5 502.5 527.7

POSITIONS:
FULL-TIME 1 .0 1 .0 1 . 0 1 . 0 1 .0
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page fo r  analys is

prepared By: Lois Cook, Director
D iv i s io n : Administrative Services

Approved by Commissioner: Richard A/TyorT__________
Agency:______________Commerce & Economic Development

D is t r ibu t ion  (by Agency preparing f i sca l  note):  
Leg is la t ive  Finance 
Leg is la t ive  Sponsor 
Requestor
Off ice of Management and Budget 
Impacted Agency(ies) .

Phone:_ 
Date:

4-65-2505

- Date: /=--■

12/1/83



Personal Services - 101.1 - One Far East Representative

Travel - 25.0

Contractual - 293.9

Communications - 35.0
Printing & Advertising - 13.0 
Space Expense & Fees - 90. C
Repair & Maintenance - 2.0
Equipment Rental - 4.0
3 Contract Nationals - 78.0
Contractual Funds - 17.9
Hospitality - 37.3
Miscellaneous - 16.7

Commodities - 14.0

y — — — — -



ATTACHMENT C

State Foreign Trade Offices



WESTERN COlMFEREtMCE
t t f f -  ( J O i  ir-JL iu  o r  G T A l i  L IU  VI r-irjN.11 r j r s

7 B O  S A C R A M E N T O  S T R E E T . 3r-cJ F L O O R  S A N  F R A N C IS C O . C A L IF O R N IA  941 Q B  (<315) B B S -3 7 G O

D e c e m b e r  19, 1983

John Sherwood
A la ska  House R e s e a r c h  A g e n c y  
P o u c h  Y
J u n e a u ,  AK 99811 

D e a r  uohn:

E n c lo s e d  a r e  th e  m a t e r i a l s  I fou nd  on s t a t e s '  f o r e ig n  t r a d e  p r o m o t i o n  o f f i c e s .

E n c lo s u r e  1 is f r o m  a  p u b l i c a t i o n  t h a t  t h e  C o unc i l  o f  S t a t e  G o v e r n m e n t s  (CSC.) did 
e a r l i e r  th i s  yea r ,  E e o n o m i c  D e v e l o p m e n t :  A S u r v e y  o f  S t a t e  A c t i v i t i e s .  T h e  i n f o r m a t i o n  
f r o m  t h e  s tu dy  was g a t h e r e d  in a  s u r v e y  s e n t  in S e p t e m b e r  o f  1982.  Bob R e i n s h u t t l e ,  t h e  
c o n t a c t  pe r son  a t  CSC t h a t  I g a v e  you,  p ro d u c e d  t h e  f in i sh e d  r e p o r t .

E n c lo s u r e  2 is f ro m  a r e p o r t  p r o d u c e d  by t h e  N a t i o n a l  G o v e r n o r s '  A s s o c i a t i o n  in 1981. 
T h e  r e p o r t ,  Ex por t  D e v e l o p m e n t  a n d  F o r e ig n  I n v e s t m e n t :  T h e  R o le  o f  S t a t es  and  i ts
L in k a g e  to  F e d e ra l  A c t i o n , w as  d e v e l o p e d  us ing  i n f o r m a t i o n  NGA g a t h e r e d  th r o u g h  a 
su r v e y  of  s t a t e  o f f i c i a l s .

E n c lo s u r e  3 is e x c e r p t e d  f r o m  a b o o k  w r i t t e n  by J o h n  K l ine ,  S t a t e  G o v e r n m e n t  In f l u en ce  
in U.S.  I n t e r n a t i o n a l  E c o n o m i c  P o l i c y  ( L e x in g to n  Books,  1983).  T h e  c h a p t e r  1 h a v e  s e n t  
you  p ro v ides  m o re  d e t a i l e d  b a c k g r o u n d  on s t a t e  e x p o r t  p r o m o t i o n a l  a c t i v i t i e s ,  inc lud in g  
f o r e ig n  t r a d e  o f f i c e s .  I r e c o m m e n d  t h e  e n t i r e  book  i f  you a r e  look ing  f o r  i n f o r m a t i o n  on 
o t h e r  a s p e c t s  o f  s t a t e  f o r e i g n - t r a d e  a c t i v i t i e s .

T h e  N a t io n a l  A s s o c i a t i o n  f o r  S t a t e  d e v e l o p m e n t  A g e n c i e s  (N A SDA )  d id  i ts  own su r v e y  on 
s t a t e s '  e x p o r t  p r o m o t i o n  a c t i v i t i e s  (I g a v e  you M arsha  C l a r k e  a s  a c o n t a c t  t h e r e ) .  T h e  
NASDA su r v e y  is p r o b a b ly  t h e  m o s t  r e c e n t  work  in t h a t  a r e a .

I hope  a l l  of  this  is he lp fu l  to  yo u .  C a l l  m e  if you h a v e  a n y  q u e s t i o n s  i f  o u r  o f f i c e  c a n  
p ro v id e  you with f u r t h e r  a s s i s t a n c e .

S in c e r e ly ,

Mark  K lcn d e r  
Po l icy  A n a ly s t

M K sk /W C l0 a - 0 1
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INDUSTRIAL
DEVELOPMENT:
ADVERTISING.
MEDIA PROMOTION 
AMD
PUBLICATIONS

Comparison between . - oenditures for 
non-tcurist advertising a., uiotion in fiscal 
1932 shows a striking contrast. Six states spent 
nothing, while 11 spent over 5500,003. The largest 
expenditures for advertising and promotion were 
by New York (S6.95 m illion), Maryland (51.2 m il­
lion), and Kentucky ($1 m illion). Other significant 
expenditures were by Florida, Louisiana, Massa­
chusetts and Pennsylvania.

In fiscal 1983 budgets, the recession was 
reflected in nearly every state, and there was 
much debate in the legislatures and executive o f­
fices as to whether promotional budgets should 
be increased to attract more business and indus­
try to the state, or reduced as part o l an overall 
budget reduction plan. Eight states chose the lat­
ter by reducing expenditures (Arizona, Florida, 
Georgia, Hawaii, Kentucky, M iss iss ippi, Montana, 
and W isconsin). Most states, however, decided 
that a greater commitment should be made to pro­
mo e their stale as a good place to do business.
At a result, five states w ill spend above a m illion 
dollars on that activity: New York (S9.38 m illion  re­
quested), Michigan (S1.5 m illion), Maryland (S1.3 
m illion), Massachusetts (S1.05 m illion), and New 
Mexico (51.033 m illion).

Of the states whose budgets have received final A  
approval, the largest percentage increases w ill 
take place in Illino is, M ichigan, Oregon, Ten­
nessee, Utah, Vermont, Wastiington and West 
V irginia. It is interesting to note that many of 
these states have sulfcred the most severe bud­
getary and economic difficulties during the past 
lew years.

Caution should be used in making direct com­
parisons between state budgetary figures. Stale' 
which spend very different dollar amounts fur 
advertising and promotion may nevertheless be 
spending comparable percentages of their total 
budgets lor that purpose, and in a few cases a 
special promotional effort may have swelled the 
promotion budget out of proportion to past expen­
ditures.

Ol the 45 states responding to this question, 24 
indicated that the amount allocated lor promotion 
and advertising is determined exclusively by the 
legislature, while 19 said expenditures are deter­
m ined by administrative decision. In Nevada and 
V irg in ia , the decision is made by both legislative 
and administrative action. (See Table 13.)

Advert is ing Media
Forty-lour states indicated that they advertise 

through one or more of the following media: news­
papers, magazines, radio, television, billboards 
and direct periodicals. California, Minnesota and 
New Hampshire do not advertise but produce 
their own publication. Colorado does not budget 
for advertising and promotion. (See Table 14.)

Field Representatives

Field representatives cover two basic areas: in 
state, to provide services to local industry, com- 
muivties and development groups; nnd out-of- 
state, to make contact with industrial prospects, 
provide them with information on locations in . '  
sta-e, and render location assistance to prospects 
once they move into the state. Overall, field 
representatives provide information, technical 
and coordinating services.

Twenty-four states employ in-state field repre­
sentatives. Kansas has such a proposal under 
consideration, nnd Alabama uses regular line stall 
to meet these responsibilities. Eight states use 
field representatives tor work outside the state, 
and 19 use field representatives outside the 
Uniled States.

Seven states reported having information cen­
ters located outside their own jurisdiction. The 
two most popular locations are New York City and 
Washington, D.C. Centers there primarily provide 
industrial development and trade facility informa­
tion to interested persons.

Foreign Off ices to Promote 
Industr ial Development and Trade

Twenty-three slates reported having at least 
one foreign o llico  engaged in promoting state pro­
ducts, providing information, and assisting 
foreign corporations who may be interested in 
locating a plant within their state. Most states 
have their o llices in Japan, Belgium and West Ger­
many; however, other locations include England, 
China, Canada, Mexico, Brazil, Switzerland, 
France nnd The Netherlands. Most loreign offices 
focus on a region rather than merely concen­
trating their efforts on the country in which they 
are located. The exceptions are Michigan, whose 
office in Tokyo works only with Japanese repre-

2G
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Canada. Virginia employs Ihe largest stall in its 
foreign offices (six in Japan and eight in Belgium). 
The average number of staff per foreign office is 
ttirec; however, larger staffs are commonly placed 
in European offices.

Within Ihe past five years, 10 states have ex­
panded their foreign opcrations{A labama, Florida, 
Georgia, Illinois, Maryland, M issouri, Nebraska, 
New York, North Carolina, Pennsylvania and 
Virginia), while two states have reduced their 
visibility in other parts of the world (Louisiana and 
Washington). Ohio recently shifted its West Ger­
many office to Belgium. Three states (Maryland, 
Missouri and Ohio) plan to expand their foreign 
operations in 1983, and Illino is opened an office in 
Japan in January. (See Tables 15 and 16.)
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Alabama Yes except Japan 4 1 2 2 Expand None
Connecticut Yes 2 None None
Florida Yes • 2 Expand None
Georgia Yes 3 3 1 Expand None
Illinois Yes 1 7 2 5 Expand Japan o
Indiana Yes 1 2 None None
Iowa Yes 2 None None
Kansas •  •

Louisiana Yes 1 fteduclion 
Irom 2 to 1

None

Maryland Yes 2 3 Expand Expand

Massachusetts • •

Michigan Yes except Japan 2 5.S None None

Missouri Yes 2 3 1 1 Expand Expand

Nebraska Yes • •
Expand None

New York Yes except Japan 
/Canada

2 2 2 A Expand None

North Carolina Yes 2 2 Expand. 
Japan opened

None

Ohio Yes 3 A ' W. Gur. replaced 
by Oelg.

Expand

Pennsylvania Yes • •  » • • Expand None

South Carolina Yes 2 None None

Texas No 2 None None

Vermont No 2.S None None

Virginia Yes C e Expand None

Washington 3 contract staff Reduction None

•  Consultant on contract.



F o r e i g n  O f f i c e s

An important part of trade o r g a n i z a t i o n  for m a n y  states is the 

o verseas o ff ic es . A l t ho u gh  there has b e e n  some d e b a t e  in the past 

o ver  th ei r u t il i ty  and cost e f f e c t i v e n e s s ,  the c o n t i n u i n g  increase in 

the n u mb er  of o v e r s e a s  off ic es  i nd icate t h e i r  i m p o r t a n c e  to states' 

co m me r ci al  inter es ts  ov erseas. D ata c o m p i l e d  in L976 show nineteen 

states with  o v e r s e a s  offices. T h i s  s urvey, c o n d u c t e d  in October 1980, 

indicates that t h i r t y - t h r e e  states are r e p r e s e n t e d  o v e rs e as  and that 

there are s i x t y - s i x  offices. Some of th es e o f f i c e s  ( t h o s e  organized by 

r egi o na l c o m m i s s i o n s )  are s hared by s e v e r a l  states, while several 

states h a v e  mo re  t h a n  one o ff ic e to r e p r e s e n t  t h e m  a r ou n d the world.

S t a t e s  ha ve  this  kin d of c o n t i n u o u s  r e p r e s e n t a t i o n  in all parts of 

the r-orld. E u r o p e  was t he first target w h e n  s ta t es  b e g a n  to set up

these o f f i c e s  m o r e  chan a d e ca de  ago. J a p a n  t h e n  b e c a m e  a focus of

activity. N o w  s e v e n t e e n  d i f f e r e n t  c o u n t r i e s  host state

r e pr e s e n t a t i v e s .  M o s t  of the se  o f fi ce s h a v e  r eg i o n a l  r e s p o n s i b i 1 ii tes , 

m a k i n g  it c l e a r  tha t state e c o n o m i c  a c t i v i t i e s  reach into most parts 

of th c world.

O u r  s u r v e y  d a t a  showed that o v e r s e a s  o f f i c e s  could be categorized 

by the t ype of a u t h o r i t y  a d m i n i s t e r i n g  them. .First, there are offices 

m a i n t a i n e d  b y  the st a te  unit c ha rg ed  w i t h  p r i m a r y  r e s p on s ib il i ty  for 

i nr ^e a si ng  i n t e r n a t i o n a l  c om m e r c e  (the e c o n o m i c  d e v e l o p m e n t  office or

s imilar d e p a r t m e n t )  or by closely a l li ed  o f fi c es  (such as those in 

charge of  t ou ri sm ).  S e c o n d l y  there are o f f i c e s  m ai ntai ne d by

q ua s i - p u b l i c ,  s e m i - a u t o n o m o u s  state org an s,  such as port authorities. 

Finally, there are o ff ic es  o p e r a t e d  by r e g i o n a l  o r g a n i z a t i o n s  such as 

n o n - s t a t e  port a u t h o r i t i e s  or p l a n n i n g  c o m m i s s i o n s .  Some states, 

p a r t i c u l a r l y  in the West, w or k  through this k in d  of o f f i c e  rather than



m
5TIV*
tabu: 11.4 - state oekices abroad

ARKANSAS

Ca l i f o r n i a

COLORADO

oo::r£cricuT
DELASiARE

FIORIRA

GEORGIA X*

RAW/MI

IEAHO ick
ILLINOIS

INDIANA

ICMA

KANSAS

KENTUCKY

LOUISIANA

MAINE

MARYLAND X

MASSACHUSETTS X

MICHIGAN

MINNESOTA

MISSISSIPPI

MISSOURI

MONTANA ick ~kU
NEBRASKA irit i r k

NEVADA

NEW HAMPSHIRE

NEW JERSEY

NEW MEXICO

NEW YORK

NORTH CAROLINA

N0R1H n-VKOEA ■krk vJt

OHIO X

OKLAHOMA

OKfjGON i r k

PENNSYLVANIA

R‘K)DE 1 SI AND

TENNESSEE
TEXAS

■kirk

SiXJm CAROLINA X 

SOOTH DAKOTA irk

■k-kk

irk

UTAH

VERVONT

VIIC IN IA

WASHINGTON
LEST VIRGINIA

X X

WISCONSIN

w yc m jn g rck
X = one or no re s t. i te  o f f ic e s
* -  Regional Ports  Authority o f f i c e s

** = Regional Planning Cannission o f f ic e s  
-̂Ar* = private s t a t e  g rc x jp  o f f ic e s



m a i n t a i n i n g  their own f ac il it ie s a b r o a d . ^  Appendix III lists 

state o v er s ea s  offi ce s of all types.

S t a f f i n g  a r r a n g e me n t?  lor overs e 

cases the staffs w er e  e m p l o y e d  by the 

state. In o th er  c ases, the state 

b usi ne ss  contact, e i t h e r  on its own

c ommiss ion.

D i f f e r e n t  state d e p a r t m e n t s ,  such as e c o n o m i c  development offices 

and port a uth ori ti es  (or even  the same) s o m e t i m e s  mai nt ai ne d separate 

off ic es  in d i ff er en t f o rei gn country. In o t h e r  cases, different 

d e p a r t m e n t s  from the same state shared o f f i c e s  or consultants in the 

same f oreign country. Fo r a list of o v e r s e a s  re pr e se n ta ti on  by state 

and councry, iee T a b l e  II .4.

P ol ic y I m p l i c a t i o n s  and R e c o m m e n d a t i o n s

T h i s  c h a pt e r o u t l i n e s  the c o n t i n u i n g  i n c r e a s e  in foreign trade 

a c t i v i t i e s  by states. F i g ur e s on o v e r s e a s  trade missions, the 

h o s t i n g  of foreign d e l e g a t i o n s  ( w h e t h e r  or not v i s i t s  are directly tied 

to c o m m e r c i a l  e xc h a n g e s ) ,  and the p r o l i f e r a t i o n  of state offices 

o ver se as  sugg est  the s c o p e  of the states' a c t i v i t y .  O rganizational 

d e v e l o p m e n t s  also give e x p r e s s i o n  to e x p a n d i n g  o v e rs e as  interests. 

T r a d i t i o n a l  b u r e a u c r a t i c  o rg a ns  hav e be e n g i v e n  n e w  responsibilities 

and in s ome cases s p e c i a l i z e d  a g e nc i es  h a v e  be en  created. The 

e m e rg e n c e  of a s u b s t a n t i a l  n u m b e r  of t r a d e - r e l a t e d  interests within 

states has required s pe ci al  m e c h a n i s m s  to fo ster c o o p e r a t i v e  relations 

b e t w e e n  st a te  g o v e r n m e n t s  nnd their trade c o mm u ni t ie s.  Advisory 

c oun c il s in which the e n ti re  trade c o m m u n i t y  is r ep r es en te d have been

o r g a n i z e d  by some g o v e r n o r s  to deal w ith this situation. In other

states the p r o l i f e r a t i o n  of trade a c t i v i ti e s and interests remain to be

*0/ A fo urth type, u n o f f i c i a l l y  r e p r e s e n t i n g  the state of 

P e n n s y l v a n i a ,  was. o p e r a t e d  by a p ri v a t e  s t a t e  regional economic 

developni. nt association.

as o f f i c e s  also varied. In some 

st a te  and solely represented the 

r e t a i n e d  o nl y  a consultant or 

or t h r o u g h  a regional planning



area w i t h i n  the state. N e w  H a m p s h i r e ,  w h i c h  t a r g e t e d  b o t h  rural and

cconnmi ealiy d e p r e s s e d  a r e a s ,  n o t e d  tha t a la bor  m a r k e t s u f f i c i e n t  to 

m eet an i ndu str y's  n e e d s  was one  o f  its b a s i c  c r i t e r i a  u s e d  in 

a s s i s t i n g  firms w i s h i n g  to r e l o c a t e  t h e r e .  T a b l e  H I . 8 p r o v i d e s  a

s u m ma r y  of internal t a r g e t i n g  by the s t a t e s .

F o r e i g n  A r e a  T a r g e t i n g

A  look at w h e r e  s t a t e s  c h o o s e  t o  m a r k e t  s t at e p r o d u c t s  or to s e e k  

o v e r s e a s  in v e s t or s is i n s t r u c t i v e  in s e v e r a l  w ays . It s u g g e s t s  t h e

e x t e n s i v e n e s s  o f  s t a t e - b a s e d  c o m m e r c i a l  n e t w o r k s  a r o u n d  the w o r l d .  

F o r e i g n  areas w h e r e  s t a t e  e f f o r t  is m o s t  c o n c e n t r a t e d  are  i d e n t i f i e d ,  

as is the p re s e n c e  of s t a t e  a c t i v i t y  in t h o s e  i n t e r n a t i o n a l  m a r k e t s  w i t h  

th e g r e a t e s t  p o t e n t i a l .

T a k e n  c o l l e c t i v e l y ,  s t a t e  over't.is i r '. i r est s re ach  int o m o s t  a r e a s  

of the world. T h e  m a j o r  r e g i o n s  i d e n t i f i e d  for m a r k e t  d e v e l o p m e n t  are 

E u r o p e ,  Asia and L a t i n  A m e r i c a .  It d o e s  not a p p e a r  f r o m  the s u r v e y  

that states h av e  g i v e n  m u c h  a t t e n t i o n  to  t he t r a d e  o p p o r t u n i t i e s

a v a i l a b l e  in E a s : e r n  E u r o p e ,  A f r i c a ,  o r  W e s t  A s i a .

I T h a t  states' e x p o r t  p r o m o t i o n  e f f o r t s  do g i v e  g r e a t e r  f oc us to

w e l l - e s t a b l i s h e d  m a r k e t s  is a p p a r e n t  if we  notr t h o s e  c a s e s  w h e r e

s p e c if i c  c o u n t r i e s  are m e n t i o n e d ,  In q u e s t i o n n a i r e  r e s p o n s e s ,  s t a t e s  

te nd ed  to i d e n t i f y  r e g i o n s  or c o n t i n e n t s  r a t h e r  c h a n  i n d i v i d u a l  

c o un t r i e s .  The list o f  c o u n t r i e s  w h i c h  w e r e  al so  s p e c i f i e d  i n c l u d e s  

o n ly  m o d e r n  or r a p i d l y  m o d e r n i z i n g  c o u n t r i e s .  For t h e  m o s t  par t, 

s p e c i f i c  c o u n t r i e s  w i t h i n  T n i r d  W o r l d  m a r k e t s  w e r e  not i d e n t i f i e d .

T h e  s ur ve y  p r o v i d e s  no s u r p r i s e s  in the a r e a  o f  t a r g e t i n g

P  in ves tme nt.  For m o s t  s t a t e s  the m a } ir s o u r c e s  of f o r e i g n  i n v e s t m e n t

are the d e v e l o p e d  c o u n t r i e s .  W e s t e r n  E u r o p e ,  C a n a d a ,  and J a p a n  f ocu s 

jgi mo st  s tate effort. A  few s t a t e s  do l oo k  to the r a p i d l y  m o d e r n i z i n g

S  e c o n o m i e s  of T a i w a n ,  M e x i c o ,  and S o u t h  K o r e a .



A detailed b r e a k d o w n  of w he re  s ta te s c o n c e nt ra t e their overseas 

activities is pr ov i de d in T a b l e  I I I . 9. It illustrates the considerable 

d iversity of states in t h ei r  t a r g e t i n g  of intern at ion al  business. Of 

the forLy-four stat es  from wh i ch  data was c o l le c te d regar di ng  foreign 

targeting and e xp or t promotion,^* t hi r ty -o ne  c o nc en t ra t ed  on 

particular g e o g r a p h i c a l  areas. Ve rm on t , wh il e not e n g a g i n g  in 

t argeting per sc, has p a r t i c i p a t e d  in tra de  shows and mis si on s held in 

West Europe and L a t i n  A m e r i c a .  W y o m i n g  h a d  no ta rg e ti ng  policy; it 

co nf in ed  its in te rn at i on a l b u s i n e s s  a c t i v i t i e s  to p ar t i c i p a t i o n  in the 

Old West Regional C om m i s s i o n ,  l e a v i n g  to that, o rg a n i z a t i o n  such policy 

decisions. The e l e v e n  s tat es  did not s p e c i f y  any sp ecific region or 

c o un tr y for e x p o r t  p r o m o t i o n  include: A ri zo na , Colo rad o,  Delaware,

Georgia, Iowa, N e b ra s ka ,  Nevada, N o r t h  Carol in a,  P e nn s yl v an ia , South 

Dakota, and Utah.

Among the t hi ^ y-t wo  states t a r g e t i n g  foreign areas for export 

promotion, regions or c o n t i n e n t s  w e r e  s pec if ie d s i x ty - tw o  times, 

particular c ountries t w e n t y - f o u r  times. P r ef e re nc e s for E u r o p e a n  and 

Asian regions we re  equal ( t went y ea ch), followed c l o s e l y  by Latin 

A me ric a (eighteen). T w o  states i d e n t i f i e d  the Pac ifi c Ri m countries. 

The particular c o u n t r i e s  m e n t i o n e d  as targets for e xport promotion 

were: Canada (by 5 states); M e x i c o  (by A states); Ja pa n (by 3 states); 

Ge rm an y (by 2 states); and T a i w a n  (by 2 states). A rg en ti na , Australia, 

Brazil, China, D en ma r k,  N e w  Ze aland, South Korea, and V e n e z ue la  were 

each mentioned by one state.

O f  the f o r t y - s i x  s t a t e s  for w h i c h  d a t a  was c o l l e c t e d  r e g a r d i n g  

f o r e i g n  t a r g e t i n g  a nd  r e v e r s e  i n v e s t m e n t ,  t h i r t y - f i v e  c o n c e n t r a t e d  on 

p a r t i c u l a r  a rea s o v e r s e a s .  As in t h e  c a s e  o f  e x p o r t  o r o m o t i o n ,  W y o m i n g  

l o a v e s  such t a r g e t i n g  u p  to its r e g i o n a l  c o m m i s s i o n .  ' m e  t w e l v e  st a t es  

that do not t a r g e t  s p e c i f i c  f o r e i g n  a r e a s  for a t t r a c t i n g  i n v e s t m e n t

V  I n s u f f i c i e n t  d a t a  for L o u i s i a n a ,  N o r t h  D a k o t a ,  S o u t h  C a r o l i n a ,
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T A B L E  LI 1 . 9 - REG 1O N / C O U N T R Y  T A R G E T S  OF S T A T E  

I N TE R N A T I O N A L  B U S I N E S S  A C T I VI T Y

ALABAMA

ALASKA

ARIZONA

ARKANSAS
II

C AL IFORNIA

i
I
i

COLORADO 

j CONNECTICUT
I

I

DELAWARE

FLORIDA

G E OR G IA

HAWAII

IDAHO

ILLINOIS

INDIANA

IOWA

KANSAS

Expor t Prompt ion

C e n t r a l / S o u t h  A me ric a,  

Far East, E u ro pe

Japan, G e r m a n y  

Denmark, T a i w a n

 N O N E---

Europe, Far East

Mexico, C a n a d a  

P a c i f i c  R im  C o u n t r i e s ,  

E.E .C .,  Sou th  A m e r i c a

 N O N E ---

Europe, South A me ri c a,  

As ia

- — N O N E ---

Lot in America, 

Europe, Far East

 N O N E ---

Japan, Canad a,  

A si a /P a ci  f ic

L a t i n  America, 

Asia, Euro pe

E.E.C., Far East

So ut h A me rica, 

Europe, Far East

 N O N E ---

South America, 

Far East, E u ro pe

R e v e r s e  Investment 

Eurt pe, Far East

Ge rm an y,  Denmark, T ai wa n

Japan, West Europe,

Taiw an , South Korea

E u r o p e ,  Japan

J ap an , E.E.C.

 N O N E---

West E u r o p e  (Germany, 

S w i t z e rl a nd ,  England, Belgium, 

N e t h e r l a n d s ) ,  Scandinavia 

(Sweden, Denmark), A s i a - J a p a n  '

 N O N E---

Canada, Europe, Jap an

J a p a n / F a r  East,

E u ro p e,  Canada

J ap a n,  Canada

 N O N E — -

 NO NE---

E u r o p e , Tapnn

Eu rope

Europe

KENTUCKY Europe, South A m er i ca , 

Far East

E u ro p e,  Japan
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T A B L E  1 1 1 . 9 (C O N T )

E xp o rt  P ro m ot io n Reverse Inv est me nt

L OU IS IA NA

M A I N E

M A R Y L A N D

MASSACHUSETTS

M I C H I G A N

M I N N E S O T A
•

MI SS IS SI PP I

MI SS OU RI

M O N T A N A

N E B R A S K A

N E V A D A

N E W  HAMPSHIRE

N E W  JERSEY 

N E W  MEXICO 

N E W  YORK

NO R T H CAROLINA 

NO R TH  DAKOTA 

OH IO

(1)

Europe, C anada, Far E a s t  

F a r  East, W e s t  E u r o p e

W e st  E u r o p e

L a t i n  A me r i c a ,  Asia, E u r o p e

E ur ope , C a na d a 

L a t i n  A m e r i c a

C e n t ra l  Am er ic a,

So ut h A m e r i c a

W e s t  E u rop e,  East and 

S o u t h e a s t  Asia, and 

L a t i n  A m e r i c a

P a c i f i c  R i m  Co u nt ri es ,  

So u th  A m e ri ca

 N O N E ---

 N O N E ---

Eu r o p e  (all c o u n t r i e s ) ,  

So u th  A m e r i c a  ( Ve ne zu el a,  

Brazil, A rg e nt in a) ,  

A u s t r a l i a - A s i a  ( A u s t ra l ia , 

N e w  Z ea la nd , Tai wa n,  

Sou th  K orea, Japan, China )

L a t i n  A m e r i c a

M e x i c o

( 2)

 N O N E ---

( 1)

Asia, L a t i n  A m e r ic a , 

West E u r o p e

(I)

Europe, Canada, Far East

Far E a s t / C h i n a ,

West Europe, C a n a d a

We st  Europe, J ap an , Canada

Europe, J a p a n

 N O N E ---

Germany, En gl a nd ,  Canada

West E urope, East Asia, 

and C a n a d a

— n o n e :---

— N O N E ---

— N O N E ---

Eur o pe  (E ngland, France, 

Germany, Italy, Spain, 

Sc an di na v ia ) , Canada, 

A us tralia, S o u t h  Afric a

Wes t E u r op e , J a p a n

 N O N E ---

North E u r o p e ,  
U nit ed  K i n g d o m ,  J a p a n

W e s t  E ur ope , J a p a n

(I)

West E u ro pe ,  J ap an

O K L A H O M A  Canada, Mexic o

We s t  G e r m a n y
Canada, Mexico, 

West G e r m a n y ,  J a p a n



T A B L E  111.9 (CO N T )

50

Export Promotion R e v e r s e  Investment

O R E G O N Fa r East, Southeast Asia 

W e s t e r n  La t in  A m eri ca

E u r o p e ,  Japan

P EN N SY LV A NI A --- NO N E--- J a p a n ,  W e s t  Europe

RHODE ISLAND E.E.C. W e s t  Europe

SOUTH C A R O L I N A C O (1)

SOUTH D AKOTA --- NONE ---- --- N O N E ----

T E N N ES S EE L a t i n  America, 

Asia, Europe

J a p a n ,  Germany, 

O c h e r  E u r o p e a n  C ountries

T EXA S Mexi co --- N O N E ---

UTAH --- NO N E — --- N O N E —

V E R M O N T (3) C a n a d a ,  Europe

V I R G I N I A Euro pe , Far E ast 

L a t i n  A m e ri ca

W e s t  Eur ope , Japan

W AS H I N G T O N A si a -P ac i fi c E u r o p e ,  Asia

WEST V I R G I N I A (1) J a p a n ,  W e s t  Germany, 

Engl and

W IS C ON S IN S o u t h  America, Far E a s t E u r o p e ,  F ar  East

W Y O M I N G (A) (A)

(1) I ..sufficient Data

(2) T arget s pe cific areas, b u t  n o n e  l i s t e d

(3) No specific targeting, but h a v e  p a r t  i<~ tpatcd

in trade miss  io ns / sh o ws  in W e s t  E u r o p e  and 

L a t i n  A me ri ca  

(A) Left up to re gi on a l p l a n n i n g  c o m m i s s i o n



include: Colorado, D el aw ar e , Idaho, Illinois, Minnesota, M o n t a n a ,

Nebraska, Nevada, N e w  M ex ic o,  So ut h D a kot a,  Texas, and Utah.

Europe and the Far Ea st  are, almost ex cl usively, the regions w he r e 

states go to seek i nvestment. A  r an k o rd er  of specific c o u n t r i e s  

m e nt io ne d by number of stat es  s ug ge s ts  what are regarded as the best 

sources of investment m on ey . T h i s  p at t e r n  is illustrated in T a b l e  

III. 1 0 .

TABLE III.10 - C O U N T R I E S  T A R C E T E D  FOR S T A T E  INVESTMENT 

PROMOTION BY N U M B E R  O F  T I M E S  M E N T I O N E D  ON Q UE S T I O N N A I R E

Cou nt ry No. Of  Times M e n t i o n e d

JAPAN 20

CA N A D A  I

GERMANY/WEST G E R M A N Y  

E NGL AN D/UNITED K I N G D O M  

DENMARK 

TA I W A N  

AUSTRALIA 

BEL GI UM  

FRANCE 

ITALY 

M EX I CO  

NETHERLANDS 

SOUTH AFRICA 

SOUTH KOREA 

SPAIN 

S WEDEN 

SWITZERLAND

Six states targeted s p e c i f i c  f o re ig n are as  for expor 

not for reverse investment. T h e s e  s tates include:

Minnesota, Montana, N e w  Mexico, and T ex as . In terns o 

all of these states s t r o n g l y  e n c o u r a g e  e xp or t p romotion and s t r o n g l y  

discourage, mildly d i s c o u ra g e,  or at least arc neutral coward, r e v e r s e

pro mo ti on , but 

Idaho. I ll in oi s,  

general poli cy,
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f o r e i g n  i n v e s t m e n t .  Six st a t es  a l s o  t a r g e t e d  s p e c i f i c  f ore ign  areas 

for r e v e rs e  i n v e s t m e n t ,  b ut  not for e x p o r t  p r o m o t i o n .  T h e s e  stat es 

in cl u d e :  A r i z o n a ,  G e o r g i a ,  Iowa, N o r t h  C a r o l i n a ,  P e n n s y l v a n i a ,  and

V e r m o n t .

P o l i c y  I m p l i c a t i o n s  nn d R e c o m m e n d a t i o n s

T o  s p e a k  of s t a t e  t r a d e  p o l i c y  is r e a l l y  o n l y  to r e f e r  to the 

c o l l e c t i v e  a c t i v i t i e s  t ha t  s t a t e s  p e r f o r m  in p r o m o t i n g  i n t e r n a t i o n a l  

b u s i n e s s .  N o  s t a t e  a p p e a r s  to h a v e  a n y t h i n g  a p p r o x i m a t i n g  an 

a r t i c u l a t e d  p o l i c y  r e l a t i n g  to  t ra de .  A  f e w  s t a t e s  are so m i n i m a l l y  

i n v o l v e d  in i n t e r n a t i o n a l  t rade it w o u l d  be d i f f i c u l t  to a c c u r a t e l y

i d e n t i f y  a t r a d e  pos tu re ,  m u c h  less a p o l i c y .  Y e t  th e idea of t rad e

p o l i c y ,  and ir.s d e v e l o p m e n t  in t h e  s t a t e s ,  g i v e s  an i n s t r u c t i v e  focus 

to the f i n d i n g s  of this  c h a p t e r .

F r o m  t he  c o l l e c t i v e  a c t i v i t i e s  o f  the t y p i c a l  s t a t e  it i6 p o ss i b l e

t o  d e r i v e  t h e  e l e m e n t s  of a p o l i c y  f r a m e w o r k .  F o r e i g n  i n v e s t m e n t  and

e x p o r t  p r o m o t i o n  ar e b o t h  s t r o n g l y  e n c o u r a g e d .  T h e  l o n g s t a n d i n g  

i n t e r e s t  o f  s t a t e s  in inve' * c o n t i n u e s ,  a l t h o u g h  there is

i n c r e a s i n g  i n t e r e s t  in e x p o r t  pconi./c ion. T h e  h i g h e r  p r i o r i t y  g i v e n  

e x p o r t s  is e v i d e n t .  L a r g e r  a l l o c a t i o n s  of  t h e  s t a t e ' s  i n t e r n a t i o n a l  

b u d g e t  go for t ra de  e x p a n s i o n .  S t a t e s  o f f e r  a full r a n g e  of e x p o r t  

s e r v i c e s  in r e s p o n s e  to a w h o l e  r a n g e  o f  n e e d s  w i t h i n  an e x p a n d i n g  

s t a t e  t r a d e  n e t w o r k .  It seems that s t a t e s  h a v e  g e n e r a l l y  r e j e c t e d  a 

s t r a t e g y  of m a k i n g  s ta te  e x p o r t s  m o r e  p r o f i t a b l e .  T h a t  a p p r o a c h  w o u l d  

o n l y  s erv e o n e  c a t e g o r y  of b u s i n e s s  w i t h i n  th e s t a t e  —  the  e x p e r i e n c e d  

e x p o r t e r .  In p r o v i d i n g  a n u m b e r  of p r o g r a m s ,  t he  s t a t e  r e a c h e s  firms

w i t h  no e x p e r i e n c e ,  t ho se  w ho  m i g h t  e x p o r t  b u t  d o n ' t  k n o w  how, t ho se

w h o  w ant to but  n e e d  a s s i s t a n c e ,  an d t h o s e  w h o  d o e x p o r t  and w an t

g r e a t e r  m a r k e t  o p p o r t u n i t i e s .  By s p o n s o r i n g  a v a r i e t y  of p r o m o t i o n

p r o g r a m s ,  s t a t e s  a s s u r e  that t here  is an a p p r o p r i a t e  p r o g r a m  for mo st  

b u s i n e s s e s  in the e x p a n d i n g  t r a d e  e n v i r o n m e n t .  T h i s  s t r a t e g y  is 

c o m p a t i b l e  w i t h  the f i n d i n g  that s t a t e  p r o g r a m s  a r e  g e n e r a l l y  g e a r e d  to 

s m a l l  m a n u f a c t u r i n g  firms wi th  f ewe r t h a n  fi v e  y e a r s  of e x p e r i e n c e  in
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£pE5 State Trade-and-

Investment Promotion

The most obvious manifestation of statc-govcrnmcnt involvement in interna­
tional economic matters is the growth of state tradc-and-invcstmcnt promo­
tion activities. These efforts have developed a structural dimension that dem­
onstrates some of the organizational changes states experience in responding 
to international economic forces. While the national government encouraged 
initial s ate involvement in international promotional activities, this intergov­
ernmental relationship has recently exhibited some competitive as well as co­
operative aspects in both programmatic and policy terms.

Statc-govcrnmcnt promotional efforts affect U.S. policy outcomes pri­
marily through indirect means as 'he program-implcmcntation level. Trade 
activities generally support the ac <cv. acnt of national cxpor'.-expansion 
goals while state investment promotion .an conflict with national policy re­
garding the use of public incentives. The growth of state promotirnal pro­
grams thus offers evidence of the overlapping government interests created by 
intcrnational-intcrdcpcndcncc trends and resultant state influence on U.S. 
policy outcomes.

The State Economic Interest

The growth of state promotional activities, including their interface with na­
tional programs, can be understood only within the context of their impor­
tance to state economic interests. Chapter 3 detailed some of the broad impact 
of interdependence at the state level, but a clearer picture emerges when one 
considers the role intcrnational-markct factors can play in a state’s cconomic- 
dcvclopmcnt strategy.

A growing export sector, for example, can provide a dynamic base for the 
expansion of production and employment within a state. In case after case 
during the 1970s, states reported growth in production for exports running 
two or three times higher than general manufacturing production. Benefits to 
a state’s economy from increased exports, especially when indirect and other 
’’multiplier” effects arc considered, can also go far beyond immediate produc­
tion jobs into area such as transportation, finance, insurance, and greater state 
tax revenues.

The particular experience of several states might help to illustrate both the 
economic importance and the organizational support now given to interna­
tional trade as a central facet of a state's economy. Illinois became involved i t

5 3
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actively promoting exports in 1967, utilizing the Illinois Department of Busi- 
ncss and Economic Development in which an International Marketing Dc- 

_ i pertinent was established. Hy 1976 over 346,(>'v «■ 'rkcrs in Illinois were em­
ployed full lime in manufacturing exports, nth <• -rccnt of the state's total 
work force earning all or part of their in.conu export activities. Exports 
jumped from 4.3 percent of the gross stale product in 1972 to 10.?. percent in 
1974. The following year, the state exported S6.8 billion in manufactured 
goods. S2.2 billion of agricultural products, and in the process collected S6S0 
million in taxes from this export production.

In the Chicago area, manufacturing employment declined from the mid- 
1960s to the mid-1970s, but jobs attributable to manufacturing exports almost 
doubled during this decline. The Chicago Association of Commerce and In­
dustry estimated that the city's export growth had added 60,000 jobs in the 
area over this ten-year period. More doliar shipments of manufactured goods 
were sent out of Chicago than any other statistical metropolitan area.1

Florida is another state that consciously set out to tic its economic for­
tunes into the foreign-trade sector. The oil-pricc shocks in the early 1970s 
nearly decimated the tourism and construction industries that formed the 
backbone of Florida’s economy. In response Florida conceived a strategy of 
aggressively promoting foreign trade, especially focusing on its port activities, 
which by 1978, had paid off handsomely. Exports from the Tampa and Miami 
areas alone generated S4 billion annually in revenue nnd involved over 167,000 
people. Statewide the export trade accounted for 8 percent of total personal 
income, double the propo.'ion for the 1960s. State initiatives in terms of trade 
missions, information, establishment of foreign-trade zones, authorization of 
forcign-bank activity, and others helped link the state more securely into ex­
panding world markets.1

While exports have provided a beneficial area for state business develop­
ment, the importance of this r )lc goes beyond its utility as a timely area of cco- 
n imic growth, as useful as that may be. Many other purely domestic sectors 
have also provided spurts of economic activity at different times. The export 
area, however, offers some additional benefits in terms of the countercyclical 
potential of forcign-markct sales.

Countercyclical benefits of foreign trade stem from the normally different 
economic growth rates prevailing in various parts of the world at any given 
time. While there arc occasions when the worst-casc scenario of global reces­
sion sets in, it seldom occurs simultaneously, and the more normal pattern has 
l>ccr. for some countries to be gearing up their economies while others are slid­
ing into slowcr-growth periods. Exports can help stabilize U.S.employment if 
demand from abroad counters declining U.S. sales, while later U.S. economic 
recovery then could cushion a falloff in overseas economic activity.

The practical utility of ties to broader world markets became apparent in 
business experiences during the 1974-1975 U.S. recession. At a series of public

hearings around the country sponsored by the U.S. Commerce Department in 
1976, numerous witnesses testified to the production and employment impact 
of export sales during the recession. Typical of the stories were these:

More than 6.0U0 cmploycesfout of 31,000 total) at DowChcmicalCorpo­
ration were engaged in S650 million of export business in 1975. Exports 
provided enough of a cushion during the recession that only 100 employ­
ees were laid off even though production volume declined 20 percent.-’

Emerson Electric Company of St. Louis, Missouri concentrated on do­
mestic growth until 1970, when international market development became 
a corporate objective. By the 1974-1975 recession, Emerson's interna­
tional business was growing by 22 percent while domestic business de­
clined by 5 percent, counterbalancing by some 900 jobs the employment 
loss brought on by the recession.4

The Executive Director of the Texas Industrial Commission {which in­
cludes the state's International Tradc Division) testified that the state was 

one of the least nffcctcd during the recession due to involvement in the 
export sector, information from major Texas companies showed that 
expansion of international sales had allowed them to maintain or even 

add to their labor forces during the recession.1

This last testimony pinpoints the direct interest of state governments in 
the countercyclical benefits of foreign trade— keeping people employed (and 
paying taxes rather than drawing state unemployment-compcnsation bene­
fits). An international-trade base is best built, of course, during relatively good 
economic periods when time and resources arc available to develop the strong 
export position needed to help counteract later cyclical downturns. Studies by 
the Indiana Department of Commerce showed a large number of small- to 
medium-sized companies interested in exporting that needed assistance to 
enter overseas markets. The state reportedly concluded that cxporl-promo- 
lion efforts also offered the best avenue for increasing and diversifying the 
state's economic base in the face of declines in the domestic dtirablc-goods 
market. As a result, a private nonprofit corporation, Indiana Export, Inc. 
(IE l), was created to provide specialized counseling to firms on how to expand 
into export operations. It is estimated that up to 20,000 jobs may be created 
over the next five years as a result of expected increases in export sales."

International-trade ties thus help provide a better, broader "cushion" 
against hard times than business plans limited to inlra-or even interstate eco­
nomic expansion. Along with the positive benefits of normal industrial expan­
sion from increased exports, this countercyclical potential helps provide an 
additional rationale for un active statc-govcrnmcnt role in trade promotion.



Structuring State Promotional Activities

From rather modest beginnings, state promotional activities have expanded 
tremendously over the last decade. This section discusses the nature, growth, 
and current dimensions of these programs, using both aggregate measures and 
specific state examples. It should be noted, however, that the rapid changes 
occurring in thi: area quickly overtake specific, snapshot examples, which arc 
therefore employed f >7 illustrative purposes only. Descriptions of individual 
state programs and statistics would need to be updated almost continuously,to 
retain their complete accuracy.

While foreign-trade promotion can be seen as an extension of traditional 
state busincss-dcvclopmcnt programs, the actual methods employed demon­
strate a mix of both normal and rather unconventional state services. Pro­
grams include trade missions, information and training seminars, trade shows 
at home and abroad, export directories and newsletters, computerized dis­
tributor of trade leads, and other such aids, administered through interna­
tional bu.incss departments and often with the assistance of overseas state 

offices.7
The organizational pattern for administration of state (radc-promotion 

activities reflects the diversity one might expect given the fifty states’ histori­
cal, geographic, economic, and policy priority differences. While rnostclToris 
seem to be coordinated out of international divisions within a state’s com­
merce department, a significant and sometimes lead role is played in other 
states by the agriculture department. Other forms of public and sometimes 
private bodies can also serve as central directing, coordinating, and/oradvis- 
ory devices. Linking mechanisms within astute are essential since many‘‘part­
ners’' arc often required to formulate an effective tradc-promoiion program, 
including port authorities, tourism agencies, forcign-lradc-zonc authorities, 
transportation and economic development departments, chambers of com­
merce, world-trade councils, and local governments. (For a more complete 
discussion including examples of several state organizational structures, sec 
the 1981 NGA report on E x p o r t  D e v e l o p m e n t  a n d  F o r e i g n  I n v e s t m e n t :  T h e  

R o l e  o f  the Slates a n d  Its L i n k a g e  to F e d e r a l  Action.)*

State expenditures on trade promotion have become very substantial in 
dollar amounts as well as in the establishment of specialized program mech­
anisms and state cxccutivc-timc commitment. As shown in table 5-1, the 
states in 1980 reported spending $18,855,550 on cxport-promotion activities. 
Utah was the sole state with no direct expenditures, while nearly two-thirds of 
the states allocated SI00.000 or more to export promotion and four states 
(Ohio, Illinois, Virginia, and Maryland) spent over SI million.

The allocation of state personnel to international business activities 
shows a similar impressive commitment. While the numbers include indi­
viduals working on investment promotion as well as trade activities, some

Stale Tradc-nnd-lnvestm oni p ro m u u u n ----------------------

Table  5-1
State Expenditures on International Business Promotion

AJjbama
Alaska
/Witona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire 
New Jersey 
New Mexico 
New York 
Norili Carolina 
North Dakota 
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington

Tota l

International
llusiness

Expenditure
Export

P rom otion

Reverse•  
Investment 
Promotion

375.000 
745,007
134.000
350.000 
403,835
132.000
250.000
100.000
684.000
795.000
195.000
50.000

1.642.000 
929,541 
358.616 
100,000 
994.500
250.000
174.000 

1,980,491
450.000

1.100.000
200.000
300.000
900.000 
298,529 
197,688

5,000
50.000 

450.00'*
90.000

1.300.000
950.000
102 .000

2.320.000 
334.600 
393,225 
478,700

45.000
500.000
145.000 
440,100 
795,477

0
52,500

2.564.115
370.000

273,750
372.500
107,200
175,000
234,224
120,120
75.000
30.000 

458,280 
310.050 
107,250
47.500 

1,527.060
752.042
240,273

70.000 
576.810

25.000 
90.740

1.287.319
45.000 

682,003
188.000 
150.000
729.000 
277.632 
195.711
5.000

20,000
315.000

70.000
845.000
503.500 

99,960
1.832,800

247.604
361.767
263.285

11,250
100.000 
139.200 
193.644 
739.794

0
6,825

1.487,187
333.000

101.250
372,500

26,80‘J
175.000 
121,151

11,880
150.000

70.000 
225.720 
484.950

27,300
2.500

114,940
158.022
118.343
30.000 

417.690
225.000 

22.685
693.172
405.000
418.000

12.000
120.000 
153.000 
20.897

1,977

30.000
135.000

455.000 
446,506

•2.040
487.200

8 0 .3 0 ’
15.729 

215.415
3J.750

400.000 
5.800

290,166
47.729 

0
45.675 

1,076.928 
7.400

61.075

JO.OOO
18.000

20.000

6,692
15.729

7.955
0

29.600

I',

t;
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B u in ir i i  E x p o rt  Investm ent

50 Stole Gov ernm en t  inf luence  in U . S  International  Pol icy

Expend itu re P ro m o t io n P rom o t io n O ilie r

'e»t Virginia 71.545 35 .77J 17,886 17,886
’i.c o n tin 110.000 82.500 27,500 _
'yom inp 15.000 15.000 — —
*' T o u l i i5 .6 7 l.9 J2 18.855,550 8,500,099 387,324 '

u u ire : A d i pled from  Export Deve lopm ent a n d  F o re ig n  h n e s lm e n t : The R o le  o f  the S late  a n d  

i  L m la g e  to Federa l A n io n  (W a ih in g io n , D .C .: N a iio ru l G o v e rn o rs ' A ssoc ia tio n , 1981).

50 personnel were engaged in stale international business activities in 1980. 
inly two states devoted less than a full-time position to these tasks while the 
vcragc state designated eleven individuals to this function and Virginia 
opped the list with fifty-nine employees. While fully comparable data is 
.ot available from all slates for preceding years, reported figures for at least 
inc-half the stales demonstrate a clear expansion in both pcisonncl and bud- 
rt expenditures from 1976 to 1980. New Mexico was the only state in twenty* 
our to show a decrease, while the average state quadrupled itsexpcnditurcs 
nd ai least doubled us personnel commitment.’

Few states provide direct financial incentives for exports (in contrast to 
nvcsttncni promotion, as will be discussed). New York offers an export tax 
ncentivc, Michigan subsidizes booth space in state-sponsored trade shows, 
ml several states provide free product advertising through overseas export 
atulogs or other promotional devices. A few stales arc now exploring various 
xport-ftnancing aids. The recent NGA study speculates that this interest in 
lute export incentives rr ay expand in the future,l0and indeed there is incrcas- 
ng evidence of such a development.
r The primary objectives of state trade-promotion programs arc to intro- 
lucc new firms to the export market and to expand the ovcrscassalcs ofcom- 
unics alicady exporting, essentially matching up instate firms with overseas 
uuycrs for their products. To this end the slates employ trade missions, trade 
.hows, overseas offices, catalogs and advertising, computerized information 
systems, how-to export seminars and virtually a.sy other nonfinancial device 
used at the national level or elsewhere. Through coordination and referral with 
national-governincnl agencies, the states can also link their clients up with other 
services, including such aids as the Export-lmport Hank or now, the new 
Fotcign Commercial Service.

While state programs arc usually designed to handle a broad range of 
companies and products, in reality they ate targeted more at medium- to 
smaller-sized companies, especially new-|o-cxport firms that lack thcexpcri-

IIP
cncc and resources of major U.S. multinational corporations. In a survey re- 
sponsc concerning their cxport-promotion programs, state agencies reported 
that nearly two-thirds of their export services arc use 1 by small businesses, 
over 30 percent by medium-sized firms and only 5 percent by large companies.
The same essential distribution was maintained when services were appor­
tioned by the length of a firm's experience in export markets, although a few 
states, most notably Alaska, seemingly focused on larger, experienced firms.
Probably as a result of this relative inexperience in their usual clients, state 
cxport-promotion agencies also appear to target well-established markets 
abroad (Europe, Asia, and Latin America over Africa, West Asia, or Eastern 

Europe).11
These major export markets arc also the logical site for overseas state 

offices— one of the most evident structural symbols of direct state involve­
ment in the international marketplace. Trade missions abroad, often led by 
the governor or other top officials, have long been a useful device to open 
doors and facilitate trade contacts for local companies with potential foreign 
buyers. A permanent state presence abroad, however, is more novel.

The specific country location of state offices has tended to undergo peri­
odic changes as experience is gained or shifts occur in functional objectives 
between export marketing and investment attraction. Change also occurs in 
the use of forcign-consultant representatives versus a full office structure, or 
thechoscn configuration of individual state, regional, or port-authority spon­
sorship. A fully accurate picture of office loca'ions would therefore require y
frequent updating, as svould other elements of a state’s promotional activity. , j|v &
A view of recent comparative growth was offered, however, by the NGA sur- 1
vcy report released in 1981.

While about twenty states maintained overseas offices at the time of tit:
1977 Council of Slate Governments’ study, the NGA data in table 5-2 shows 
that by October 1980 thirty-three states were represented by sixty-six offices, j j \ \
including some organized on a regional basis o through port authorities. * * '
While established European and Japanese market i were the initial locales for 
these offices, seventeen countries arc now reported to host state representa­
tives, including Mexico, Brazil, Panama, Colombia, Australia, Hong Kong, 

and Singapore.
Developments since the NGA survey have witnessed the opening of addi­

tional state offices in several countries, including Mexico and Canada, as well 
as a new venture in Korea. At the same time there has been a decrease in re- j. j fcj
gionally funded representation efforts, partly due to a loss of financial sup- n|**V
port and partly to competitive allocation difficulties. Financing has been a j Fjf
particularly uncertain aspect of these state programs since the existence of an j: < fc.
overseas office costing several hundred thousand dollars annually to operate j 1
can face funding tiifficultics in budget-conscious state legislatures. j 1 uV

For example, an office in Brussels, Belgium, operated by the Pennsylvania . (
Commerce Department’s Bureau of International Commerce (PENBiC) was j j-\t

S lato Tradu-ancl- lnvcsimcni r rumuuyu
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Alabama X X
Alaika X X
Arkanut X
Connecticut X
l k l i  wire • • •  •
llo r id i X x
Georgia X 0 •

X*
Idaho •  •
I It i noil X X X
Indiina X X
Iowa X
Kentucky X
Louisiana X X X X X X X
Maryland X X X X
Mitiachuictu X x
Michigan X •

X
Mmuuri X
Moniana •  • •  •
Ncbraika •  • •  •
New Jency • ♦ •  1 •
New Yoik X x
North Carolina X x
North Dakota •  • « •
Ohio X X
Oregon § •
Pennsylvania •  • • •  • •
South Carolina X x
.South Dakota •  t V •
le a n X
Wrnionl
Virginia X X X

XV/aihington
Wyoming •  t • «

Sour re: Adapted bom Export Development and Foreign Investment: The Role o f the States and 
In Linkage to Federal Action (Washington. D.C.: National Governor!1 Association, I9SI).

X *• one or more state offices.

•  “ Regional I’orti Authority offices.

R eg io n a l  P la n n in g  C o m m i s s i o n  ofl iccs ,
• • •  “ 1‘rivkie state group offices.

dosed in 1977 after the Pennsylvania General Assembly passed a general- 
appropriations act prohibiting the expenditure of money for offices outside 
the stale. Two years later the Pennsylvania Secretary of Commerce was back

wd
a

before the General Assembly’s Appropriations Committees arguing for a state 
office in Europe to boost the state’s economy and create mote jobs.11 The 
NGA report shows the state as operating through private officesabroad at the 
time of its survey, but by 1981 Pennsylvania offices were being established in 
multiple European locations, Japan, and later in Mexico.

Other states have been more successful in sustaining supp art for their for­
eign operations. The Illinois Department of Business and Economic Develop- 

“ ntent operates three foreign offices (Brussels, Belgium; Hong Kong; and Sao 
Paulo, Brazil) to help Illinois manufacturers sell their goods overseas. This 
activity received bipartisan support from four governors and the state legisla­
ture11 largely because the department has paid close attention to illustrating 
the practical benefits of such offices. A report, "On Selling Illinois South of 
the Border," noted that since the Sao Paulo office was established in May 
1976, some 1,000 Illinois businesses had received assistance while firms par­
ticipating in the department’s trade shows had nearly S20 million incsiima'cd 
first-year sales.14

Other ovcrscas-offtcc programs claim similar cosi-bcncfit successes. The 
director of Ohio’s International Trade Division estimated »hat one dollar of 
expenditures generated approximately S260 in export sales for the state’s 
companies. New York state’s representative in Tokyo reported about SiO 
million worth of export business attributable to the office'] operation there.11

Michigan's Office of Economic Expansion founded an International 
Division in 1972, which now maintains offices in Toityo and Brussels. These 
offices offer the Exporter's Travel Assistance Program (EX-TAP;, which 
helps arrange appointments, make reservations and, at limes, accompany 
visiting state businessmen on their calls to potentir 'orcign distributors.16 
Donald llufford, President of Hufford Industries, lnc.,aS2-millioncompany 
located in Charlevoix, Michigan, was reportedly one of the beneficialics of 
such state assistance. He told of answering a state export advcrtiscmcr. in a 
local newspaper. The state office set up a trip for him to Europe, provided 
translatcrs and screened possible distributors. Hufford Industries bt»an 
exporting to Britain, West Germany, the Netherlands, and France and pro­
jects that one-half of its market may lie overseas.17

As is evident from table 5-3, an overseas office is only one part of stair 
cxport-promotion progratns(and may actually be more useful for invcstmeiv 
promotion, as will be discussed). For example, a number of states have de­
veloped computerized hookups that alio**' them access to general trade lead:, 
or even the capability to conduct searches tailored to the needs of specific 
state firms, New Jersey’s International Trade Office, which utilizes a com­
puterized information-matching system, also publishes an international trade 
directory listing all New Jersey firms engaging in international trade and 
sponsors workshops for small businesses seeking to break into the export 
market. The tradc-proinotion program in Illinois includes stale subsidized

State Trndc-and- lnvestm en i Promotion GT "
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Table 5-3

S l a t e  I n t e r n a t i o n a l  B u s in e s s  P r o g r a m s  a n d  A c t iv i t ie s

J  I I  . 1  c !  I I  I  I  f s  1  > U 1
^ 5  ^  s ■?•= T  ^  S ? a S •. -5 t  5 = ^  -cq *2 q 9 o ■' o r  5*.̂  -̂ 5 u-2 3 s»-
^  £ 5  •< ujta -5 -S -5 «■ t  -5 £  <Sq  iS 'a 'o

uMahama X X X X X X X X 8
Alaska X X X X X X X X 8
A iiioru X X X V X X X 7
A i k i n u t X X X X X X X X X 9
California X X X X X X X X 8
Colorado X X X X X X 6
Connecticut X X X X X X X 7
O cIj u i i c X X X X X X X X X X 10
Honda X X X X X X . X X X 9
G c o iju X X X X X X X X X X 10
Hawaii A X X X X X X X X 9
1J j he. X X X X X X 6
Illinois X X X X X X X X X X 10
Indiana X X X X X X X X X X 10
lOwa X X X X X X X X 8
Kansas X X X X X X X X s
Kentucky X X X X X X X X X X 10
lavuiiiana X X X X X 5
Maine X X X X X X X X X X 10
MatylanJ X X X X X X X X X X 10
Maiuchuiclll X X X X X X X X X 9
Michigan X X X X X X X X 8
Minnesota X X X X X X X 7
Mississippi X X X A X X X X X 9
Missouri X X X X X X X X X X 10
M.voianj X X X X X X X X X X 10
N dn itk i X X X X X X X 7
NtttJi X 1
New Hampshire X X X X X 5
New Jcn cy X X X X X X X X X 9
New Me sico X X X X X X X 7
New York X X X X X X X X X 9
North Carolina X X X X X X X X X 9
S'iMih Dakota X X X J
Olivo X X X X X X X X X X 10
Oklahoma X X X X X X X v» X X 10
<Vn(.in X X X X X X X 7
Pennsylvania X X X X X X X X X X 10
Hho»le Ivljiwl X X X X X X X X 8
South Carolina X X X X X 5
South (t ik o li X X X X X X X 7
Itancticc X X X X X X X X 8
l o t i X X X X X X X 7
llu li X X X X X 5
Vcitiiont X X X X X X 6
Vo j in n X X X X X X X X X X 10
Washington X X X X X X X X X 9

Stale  Tradc-anci-invcsimum riUinuowM

Ttihlc 5-J coiiiiimcJ

W 'f i l Virginia X X X X X X  6
Wisconsin X X X X X X 6
Wyoming X X 2

Totals 46 45 48 41 46 44 35 35 25 22 Mean = 7.74

Source: Export Development onJ Foreign Investment: The Rule o f the State: and Its Linkage to 
Federal Action (Washington, D.C.: National Governors' Association, 1981).

trade fairs, trade missions, and catalog shows, with companies charged fees 
ranging from S400 to S1,500 per firm for these services that the slate claimed 
increases the average company’s export sales by S25,OOO.l‘

These examples arc simply a few of the many active but diverse tradc-pro- 
motion efforts being conducted by state governments and related instrumen­
talities. While legislatcd-funding authorizations have often been difficult to 
secure, the growing importance of international trade to the U.S. economy 
and the demonstrated success of some sister states in generating increased 
trade benefits have brought more and more states into active promotional 
programs.

The same basic promotional pattern has been followed in the area of 
forcign-invcstmcnt programs. Just as the states started to gear up their trade 
activities in the early 1970s, the United States began to experience significant 
inflows of foreign direct investment, which added a new dimension to domes­
tic cconomic-dcvclopment activities. In a GAO survey, only ten states were 
found to have committed budgetary resources to attracting foreign invest­
ment before 1969. Twenty-one states began active promotional efforts be­
tween 1969-1975 as these rcversc-invcstmcnt flows picked up, while fourteen 
more began in the 1975-1978 period. By the time of the 1979 survey, only three 
stales reported no active program to encourage foreign investment.1'1

Early state experience with investment promotion stemmed from over­
seas missions led by state governors. During 1977-1978 states reported spon­
soring 113 missions abroad to promote foreign investment as well as partici­
pating in nearly thirty additional missions sponsored by the U.S. government 
and oth.-i organization. Many overseas state offices discussed earlier were 
actually established largely for invcstmcnt-promolion purposes to followup 

on the iiMial success of z governor’s trip.
Evert more than with trade flows, direct investment activities almost by 

definition require significant statc-govcrnmcnt involvement. Charters, siting,
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MEMORANDUM

TO: Representat ive Joe Hayes
Attn: Je f f  Day

FROM: Jonathan Sherwood L
L e g i s l a t i v e  Analyst

RE: Alaska State Trade O f f ice  in  Korea
Research Request 83-245

Jeff Day of your s t a f f  requested that our agency provide in fo rmat ion  on 
state fo re ign  trade o f f i c e s  and on Alaska-Korea t rade .  I t  i s  our under­
standing that  t h i s  in fo rm a t ion  i s  to be used by a consu l tan t ,  Michael 
Gay, in  a study he i s  p repa r ing  on the f e a s i b i l i t y  of a State trade 
o f f ice  in  Korea. S p e c i f i c a l l y ,  we were asked to perform the f o l l ow in g  
research*.

• Out l ine t . ie current structu re  of the State 's  Asian o f f i c e  inc lud ing  
s t a f f i n g ,  d u t ie s ,  and costs .

• Describe the h i s t o r y  of Alaska-Korean trade e f f o r t s .

• I d e n t i f y  and report  on a c t i v i t i e s  of other states which have 
estab l ished  o f f i c e s  in  Korea and other Pac i f ic  Rim coun t r ie s .

In the course of our research ,  we have contacted several i n d i v i d u a l s  
f am i l i a r  w i th  the h i s to r y  o f  Alaska-Korean trade or w ith  the a c t i v i t i e s  
of other s ta te 's  t rade o f f i c e s .  In a d d i t i o n ,  we have obta ined in forma­
tion from the Department of Commerce and Economic Development (DCED) 
perta in ing  to the operat ions of the State 's  Asian Off ice and the extent 
of A laska's trade w ith  Korea and other Asian nat ions .

Whenever poss ib le  we have obta ined s t a t i s t i c s  and other q u a n t i t a t i v e  
data concerning the issues we were asked to address and inc luded  many 
of these mate r ia ls  as attachments to the memorandum. This has a l lowed 
us to spend more time c o l l e c t i n g  data w h i l r  s t i l l  p rov id in g  the i n f o r ­
mation to the consu ltant  i n  a useful fr.rri--perhaps more usefu l  given 
the problems inherent in  us ing  secondary and t e r t i a r y  sources.
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THE STATE OF ALASKA'S ASIAN OFFICE

The State 's  Asian O f f ic e ,  i n  Tokyo, i s  the major component of the Alaska 
Department of Commerce and Economic Development's Off ice of In terna­
t iona l  Trade. In add i t ion  to the Asian O f f i c e ,  the Off ice of In te rna­
t iona l  Trade inc ludes one Development S p e c i a l i s t  pos it ion  in  Juneau. 
However, t h i s  pos i t io n  is  not c u r ren t ly  f i l l e d .

S t a f f i n g . The State 's  Asian O f f ice  i s  s t a f f e d  by one State employee, 
a Far East Representat ive .  This p o s i t i o n  is  cu r rent ly  f i l l e d  by W. 
D. Overstreet ,  former Mayor of Juneau. Mr. Overstreet reports to
Deputy Commissioner Vince 0 'R e i7l y  or Commissioner Lyon. Four Japanese 
employees al«:o work fo r  the Asian O f f ic e ;  they are h i red on a contrac­
tual bas is  to avo id the compl icat ions of hav ing  fo re ign  employees in 
the State personnel system. These employees, w ith  t h e i r  current annual 
s a la r i e s ,  are l i s t e d  below:

1 B i l i n g u a l  Executive Secretary $20,500
1 Translator/Research Analyst $20 ,000
1 C lerk-Typist/Recept ion ist $18,000
1 Ass istant/Trans lator $14,500

Duties and A c t i v i t i e s . According to the FY 85 executive budget docu­
ments, the purposes and funct ions of the O f f ice  of In te rna t iona l  Trade 
are to :

•  provide the Alaska business community w i th  pert inent i n te l l i g e n c e  
on market pr ices and cond i t i o n s ,  product u t i l i z a t i o n ,  e t c . ;

• locate and es tab l ish  business contacts which are in terested in  
Alaska products and investments;

• act as a ca ta lys t  to a s s is t  Alaska and fo re ign  business persons 
to meet and conduct bus iness ;

• e s ta b l i s h  fo re ign  government contacts which are important to 
A laska ,  and introduce them to the State 's  economic trade and 
developmental p o l i c i e s ;  and

• e s t a b l i s h  a favorab le  image of Alaska in  fore ign  countr ies .

According to  the FY 84 Executive Budget, the o f f i c e  serves Alaska and 
fo re ign  companies, State agenc ies ,  and Alaska and fore ign  t o u r i s t s .  
Based on conversations with Vince O 'R e i l l y ,  Deputy Commissioner of 
Commerce and Economic Development, and on DCED documents, i t  appears 
that the Asian O ff ice  serves a l l  of these func t ions .  Mr. O 'R e i l l y ,  
strted that the target  area o f  t-he Asian o f f i c e  i s  current ly  Japan, 
Korea, Taiwan, and the People's Republ ic of China.
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Mr. O 'R e i l l y  was not able to estimate the amount of time the Asian Off ice 
devotes to countr ies other than Japan; however, based on our d iscuss ion 
and the Far East Representat ive 's  repo r ts ,  i t  appears that Mr. Over­
street in tents to make a s i g n i f i c a n t  e f f o r t  to expand contacts with 
Korea. For example, according to Mr. O 'R e i l l y ,  the Representative is  
p a r t ic ip a t in g  in  the d iscuss ions between the St^ce and Korea concerning 
l i q u i f i e d  natura l  gas exports .

Based on the monthly repor ,  from the Far East Representat ive to the 
Commissioner's o f f i c e ,  i t  wuuld appear that a s i g n i f i c a n t  amount of 
the Representat ive 's time i s  spent meeting with Japanese business 
persons who are in te res ted  or invo lved in  Alaska t rade a c t i v i t i e s .  
The Far East Representat ive a lso  meets wich and ass is ts  members of the 
media who are in te res ted  in  p u b l i s h in g  in format ion  about Alaska.

One of the dut ies  of the Far East Representative i s  to represent the 
State of Alaska and, to some extent ,  Alaska industry  at t rade shows, 
p o l i t i c a l  fu n c t io n s ,  and bus iness-re la ted soc ia l  func t ions .  In  a d d i t i o n ,  
the Asian O ff ice  hosts recept ions and luncheons fo r  v i s i t i n g  Alaska 
businessmen and State o f f i c i a l s .  Vince O 'R e i l l y  exp la ined that  business 
re la t ions  in  Japan t r a d i t i o n a l l y  in vo lve  more soc ia l  a c t i v i t i e s  than 
in  the United States .

The Far East Representat ive a lso  serves as the o f f i c i a l  representat ive  
of the Governor of  Alaska at state func t ions .  For example, Mr. Over­
street represented the Governor at the fu . iera l of the Korean government 
o f f i c i a l s  assas inated t h is  autumn.

Another r e s p o n s ib i l i t y  of the Asian o f f i c e  i s  lo provide ass istance 
and support fo r  t rade de legat ions  and v i s i t i n g  State o f f i c i a l s .  For 
example, when Governor S he f f ie l d  and h is  party t r a v e l l e d  to Japan and 
Korea th is  l a s t  f a l l ,  the Asian O ff ice  was respons ib le  fo r  some of the 
arrangements; Mr. Overstreet and s t a f f  members a lso accompanied the 
Governor. According to Mr. O 'R e i l l y ,  the Asian O ff ice  was a lso 
responsib le fo r  a r rang ing  a tour of the Far East fo r  an Alaska logg ing  
industry group in  the sp r ing  of 1983; the Off ice i d e n t i f i e d  appropr ia te  
contacts and arranged meetings w ith Asian f i rm s .

One of the a c t i v i t i e s  of the Asian O ff ice  U  the comp i la t ion  and/or 
the d isseminat ion of market in fo rm a t io n ,  both fo r  Asian businesses 
i r  :erested in  t rade or investment in  Alaska and to Alaska f ^ m s  i n ­
terested in  market ing t h e i r  products in  the Or ien t .  Two of the Japanese 
support s t a f f  t r a n s la te  in fo rmat ion  pub l ished in  Japanese to  E ng l i s h .

P roduc t iv i t y . One convenient method of determin ing the p roduc t iv i t y  
of the Asian O f f ice  i s  to look at the extent to which i t  meets i t s



Representative Hayes

January 17, 1984
Page Four

own performance ob je c t ive s .  The f o l l o w in g  performance measures were 
l i s t e d  in  the monthly reports submitted by the Far East Representative:

• the number of trade/market ing shows in  which s t a f f  members 
p a r t i c i p a t e ;

• the number of conferences attended ;

• the number of f i rms contacted or a s s is te d ;

• the number of Japanese o rgan iz a t io ns  provided in fo rmat ion ;

• the number of pamphlets d i s t r i b u t e d ;

• the number of Alaska f i rms prov ided in fo rmat ion ;  and

• the number of government representa t ives  ass is ted .

We have a lready provided the consu ltant w i th  two of the Asian Off ice 
monthly reports which provides in fo rmat ion  on the extent to which each 
s t a f f  member performs these dut ies (see Attachment A).  At h is  request, 
we w i l l  attempt to obta in  a dd i t i o n a l  reports  from DCED.

Costs. The State Asian O ff ice  i s  inc luded  in  the In te rna t iona l  Trade 
component of the DCED budget. This component a lso  includes one develop­
ment s p e c ia l i s t  po s i t io n  in  Juneau and some t rave l  funds used fo r  DCED 
o f f i c i a l s  and others to p a r t i c i p a t e  i n  i n te rn a t in n a l  trade events.*

The FY 85 Execut ive Budget request for the In te rna t iona l  Trade component 
i s  $543,500. According to the FY 85 budget documents (Attachment B), 
t h is  represents a maintenance leve l  budget fo r  the new f i s c a l  y e a r . 2 
Of the to ta l  amount, approx imate ly $455,900 i s  fo r  the Asian O f f ice .  
Table 1 provides a breakdown of these costs .  The remainder of the 
In te rna t iona l  Trade component budget goes to support the Juneau-based 
development s p e c i a l i s t  and to f inance  in te rn a t io n a l  trade promotion 
a c t i v i t y  by State o f f i c i a l s ,  l e g i s l a t o r s ,  and others .

1 Whi le we have been able to separate most of the costs of the State 
Asian o f f i c e ,  i t  should be noted that  t h ‘*re are a few items, e . g .  
o f f ic e  s u p p l i e s ,  for  which approx imat ions have been used. However, 
th is  should not resu l t  in  a s i g n i f i c a n t  e r ro r  in  our c a lc u la t io n s .

2 According to Joan Brown, serv ice le ve l  SL 1 ( id en t ic a l  to SL 2) 
was inc luded in  the inc luded in  the Governor's budget. Budget leve ls  
fo r  SL 1 are used in  th is  memorandum and should be used when looking 
at Attachment B.
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TABLE 1 
Alaskan Asian O ff ice  Costs 

( i n  $thousands)

Personal Services

Sa lary  85.0
Employee Benef its  18.3

Travel

F ie l d  and adm in is t ra t iv e  35.6

Contractual

Communications 35.0
P r in t i n g  and ad ve r t i s in g  13.0
Space expense and fees 90.0
Repair  and maintenance 2 .0
Equipment renta l  4 .0
Pro fess iona l  fees

Tokyo o f f i c e  s t a f f  90.0
Contracts* 9 .0

Other fees and expenses, r i s k  management 60.0

Supp l ies and M a te r i a l s !

Household and i n s t i t u t i o n a l  supp l ies  1.5
Structura l  m a te r ia l s  and supp l ies  .5
Equipment parts  and supp l ies  .5
O f f ice  and l i b r a r y  supp l ies 11.5

TOTAL 455.9

* Tnis item i s  fo r  consu l t in g  contracts ;  the amount expended by the 
Asian O f f ice  var ies  f ron  year to yea r .  For our purposes, we have 
a l located one-ha l f  of the tota l  amount to the Asian O f f ic e .

t Some supp l ies  and m a te r ia l s  may be charged to the Juneau Development 
Spec ia l i s t  p o s i t i o n ;  however, we are unable to separate these expenses 
at th is  t ime .

Source: Department of Commerce and Econoinir Development, FY 85 budget
documents, C se r ies  for I n te rna t io na l  Trade Component, and 
conversat ions w ith  Joan Brown, DCED. Table prepared by Mouse 
Research Agency, 1984.
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One should note that, the a l l o c a t i o n  fo r  space rent not on ly  inc ludes 
o f f ic e  space in  Tokyo, but a lso  an apartment fo r  the Far Eastern Rep­
resentat ive .  According to Joan Brown, a dm in i s t r a t iv e  ass is tan t  with 
the Department of Commerce and Economic Development, t-he cost of o f f i c e  
rent is cu r rent ly  about $54,200 per year  and the apartment costs 
about $32,000 per y pa r .  The $60,000 shown fo r  other fees and expenses, 
and r isk  management inc ludes $10,000 fo r  membership fees ,  $8,000 fo r  
conference r e g i s t r a t i o n ,  and $37,300 fo r  h o s p i t a l i t y .

H is tory . The Alaska State Asian O ff ice  was opened at the end of 1964 
f o l 1owing the passage of the l e g i s l a t i o n  which created and funded i t  
fo r  $25,000 (Sl.A 1964 Ch. 91 & 92 ) .  O r i g i n a l l y ,  i t  was adm ins t ra t ive ly  
located in the O f f ice  of the Governor; however i t  was t rans fe r red  to 
the Department of Commerce and Economic Development in  1980.

Based on comments we received in  the course of our in te rv iews and on 
information inc luded in  prev ious consu ltan ts '  studies of the Asian 
o f f i c e ,  i t  appears that the Off ice  has operated without strong d i r e c ­
t ion  or support from some of the past a dm in i s t ra t io n s .  For fu r ther  
information on the past a c t i v i t i e s  of the Asian Off ice we re fe r  you to 
the Alaska Trade O f f ic e s Study pub l ished fo r  the Alaska L e g is la tu re  by 
Dupere and Associates fn January of 1982 and to the Alaskan State 
Asian Off ice Study, performed by Agr i t rade  In te rna t iona l  I n c . ;  these 
reports are inc luded w ith the memorandum. Both contain in fo rmat ion  on 
past operations of the o f f i c e  as we l l  as eva luat ions  of the o f f i c e ' s  
performance and support from State government i n  A laska .
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OTHER STATES' TRADE OFFICES

According to a 1980 survey,  33 states were represented in  that year 
by trade o f f ices  in  66 fo re ign  coun t r ie s .  Th is  had increased from 20 
states in 1977.3 While some states may have added or closed fore ign  
trade of f ices in  the l a s t  three y e a r s ,  i n t e r n a t io n a l  trade s t a f f  fo r  
such national  o rgan iza t ions  as the Nat iona l  Assoc iat ion of State 
Development Agencies (NASDA), the Nat iona l  Conference of State L e g i s l a ­
tors (NCSL), and the Council of State Governments (CSG) ind icated 
that the leve l  of a c t i v i t y  i s  about the same c u r r e n t l y .  NASDA is  in 
the process of comp i l ing  an updated l i s t  of s tates '  fo re ign  trade 
o f f ic e s ,  which should be a v a i l a b le  l a t e r  t h i s  y e a r .

In almost a l l  cases, the fo re ign  trade  o f f i c e s  are associated with 
t h e i r  state 's  economic development agency. In a few cases, the o f f ic e  
represents the s ta te 's  a g r ic u l t u r e  agency, and in  some s ta tes ,  d i f ­
ferent agencies share an o f f i c e .  In some cases, ra ther  than represent­
ing a state ,  an o f f i c e  w i l l  represent a port au tho r i t y  or some other 
regional e n t i t y .  For the purposes of our d is cuss io n ,  we have not 
inc luded any state o f f ic e s  which are l im i t e d  to promoting tour ism , 
although some state trade o f f ic e s  do serve t h i s  funct ion in  add i t ion  
to other du t ie s .

Foreign trade o f f ic e s  are most f requen t ly  s ta f fed  by personnel employed 
d i r e c t l y  by state government, as i s  the case w ith  A laska .  In many 
cases, these are re gu la r  employees of the parent agency, who are 
rout ine ly  rotated to t h e i r  home s ta te .  However, some states contract 
with one or more fo re ign  consu ltants to represent t h e i r  s ta te .  In 
ad d i t io n ,  several western states operate the Old West Commission, 
which has had j o i n t  trade o f f ic e s  in  both Europe and As ia .

Foreign trade--and consequently the a c t i v i t i e s  of state fo re ign  of- 
f ices-- is  often c l a s s i f i e d  in to  two broad ca tego r ie s :  (1) investment;
and (2) t rade .  Investment, a lso  c a l l e d  reverse i r ;e s tmen t  or fo re ign  
investment, re fe rs  to business t ransact ions  i n  which fo re ig n  companies 
invest cap ita l  i n  the s ta te ,  f requen t ly  by opening a manufacturing 
p la n t .

Trade, the second k ind  of a c t i v i t y ,  invo lves  the export ing  of goods 
to fore ign markets.  According to Narsha C la rke ,  w ith  NASDA, state 
fore ign  trade o f f i c e  a c t i v i t y  i s  f a i r l y  evenly d iv ided  between the 
promotion of these two func t ions ,  a', l e a s t  on the g loba l  s c a le .  State

3 National Governors' Assoc ia t ion ,  Export Development and Foreign In­
vestment: Ther Role of States a id  I ts  L inkage to Federal Act ion , 
1981, p. 22.
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o f f ices  in  developed countr ies l i k e  Japan may place a h ighe r  p r i o r i t y  
on encouraging investment ;  i n  deve lop ing  n a t io n s ,  state o f f i c e s  may 
place a greater p r i o r i t y  on expanding export markets,  as these coun­
t r i e s  are less l i k e l y  to have f i rms in te res ted  in  developing operat ions 
in  the U.S.

The trade o f f i c e s  of  other states a lso  c o l l e c t  trade i n t e l l i g e n c e  fo r  
t h e i r  s tate .  However, accord ing to Ms. C la rke ,  i t  i s  d i f f i c u l t  to 
i d en t i f y  how much time i s  devoted to t h i s  a c t i v i t y ,  as i t  tends to 
be performed in  con junct ion  w ith the o f f i c e ' s  promotional a c t i v i t i e s .

According to a 1982 study prepared fo r  the Alaska Leg is la tu re  by Dupere 
and Associates,  once a state fo re ign  o f f i c e  has made contact with a 
fo re ign  f i rm  in te res ted  in  do ing business w ith  the U .S . ,  the s ta te 's  
home o f f ic e  provides the U.S. business contact .

The Dupure report and other a r t i c l e s  on f o re ig n  trade o f f ic e s  emphasize 
the importance of strong d i r e c t io n  and support fo r  state fo re ign  o f f ic es  
from t h e i r  parent agency. The home o f f i c e  must be able to i d e n t i f y  
the appropr iate business contacts fo r  f o re ig n  business in te re s ts  \;;.o 
contact the s t a t e ' s  fo re ign  o f f i c e ,  and to i d e n t i f y  which in-sf. rte 
businesses express ing  i n te re s t  in  e xpo r t in g  t h e i r  products are ser ious 
candidates fo r  f o re ig n  t r ad e .

Ms. Clarke stated that the typ ic a l  cost fo r  a fo re ign  trade o f f ic e  
would be between $100,000 and $300,000. She noted that the upper l im i t  
genera l ly  prov ides fo r  a la rge  ope ra t io n ,  bu' %1so cautioned that Tokyo 
was s u b s t a n t i a l l y  more expensive than othe . ‘.ons. A 1982 survey
ind icated that the number of employees per . ? var ied from 1 to 8,
with 2 or 3 employees being the most commi f f i n g  p a t te rn .  The
la rgest  number of employees in  the Japanes ^  ces S’irveyed was 6.

Asian O ff ices .  According to Marsha C la rke ,  her most recent in format ion  
shows that 19" states now have fo re ig n  trade o f f ic es  in  Japan .4 In 
a d d i t io n ,  C a l i f o r n i a ,  which does not have a state o f f ic e  the re ,  has 
several port a u t h o r i t i e s ,  i n c lu d in g  Long Beach and Oakland, which 
operate o f f ic e s  in  Japan. Most of these o f f ic e s  are reg iona l  in  scope; 
however, some of the o f f ic e s  are intended to deal s t r i c t l y  w i th  Japan. 
States which c u r re n t ly  have o f f ic e s  in  Japan are l i s t e d  below:

Alabama 
Alaska 
F lor ida  
Georgia 
I l l i n o i s

4This compares w i th  14 states in  1980.

Ind iana  
Kentucky 
Loui si  ana 
Maryland 
Massachussetts

Mi chi gan 
Mi ssouri  
New York 
North Caro l ina  
Ohio

South Caro l ina 
Vi r g i n i a  
Washi ngton

......  i— — — — — — ■—  B
i
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In  add i t ion ,  I l l i n o i s  has an o f f i c e  in  Hong Kong and Missouri  has an 
agr icu l tu re  representat ive  i n  Singapore . None of the i n d i v i d u a l s  we 
contacted was aware of any state w ith an o f f i c e  in  Korea .5

According to Ms. C la rke ,  state fo re ign  trade o f f ic e s  i n  Japan usua l l y  
place much more emphasis on encouraging f o re ig n  investment and l i t t l e  
emphasis on inc reas ing  exports .  Ms. C larke exp la ined  that t h i s  i s  a 
resu lt  of Japan's long-stand ing  trade r e s t r i c t i o n s  on the importa t ion  
of manufactured goods and a g r ic u l t u r a l  products .  T r a d i t i o n a l l y ,  these 
have made i t  very d i f f i c u l t  fo r  U.S. businesses to export goods to 
Japan. While some of these re s t r ic t i o n s  have been l i f t e d  i n  recent 
years ,  Ms. Clarke stated that the d i r e c t i o n  of s tates '  t rade o f f ic e  
a c t i v i t i e s  in  Japan have not changed s i g n i f i c a n t l y .  The Dupere study 
a lso found that most state o f f ic es  in  Japan devote more time to pro­
moting Japanese investment in  the U.S. than to promoting t rade .

For add it iona l  i n fo rm a t io n ,  we re fe r  you to the Dupere s tudy ,  which 
includes an examinat ion of e igh t  state o f f ic e s  in  Tokyo and ten o f f ices  
in  Europe. The study provides a subs tan t ia l  amount of in fo rmat ion  on 
t h e i r  a c t i v i t i e s  and procedures.  We a lso  re fe r  you to Attachment C, 
which provides several a r t i c l e s  on state fo re ign  trade o f f ic e s  sent to 
our agency from the Western Conference of the Counci l of State Govern­
ments.

5 We received an excerpt of a recent ly  pub l ished book on fo re ig n  trade
o f f ice  a c t i v i t y  which re fers to a poss ib le  o f f i c e  in  Korea. The
excerpt does not prov ide d e ta i l  on the status of the o f f i c e ;  i t
i s  not c lea r  whether an o f f i c e  has been opened or was merely
planned.



Representative Hayes 
January 17, 1984 
Page Ten

HISTORY OF ALASKA-KOREAN TRADE

There are very few documents a v a i l a b le  which s p e c i f i c a l l y  address the 
past and current trade a c t i v i t i e s  between the Republ ic of Korea and 
the State of Alaska.  Most o f  our in fo rmat ion  was obtained e i th e r  through 
conversations with i n d i v i d u a l s  f a m i l i a r  w i th  Alaska-Korea trade a c t i v i ­
t i e s ,  or from pub l ic a t io ns  which addressed on ly  a small port ion  of 
trade a c t i v i t i e s  or inc luded in format ion on Korea inc identa l  to other 
top ics .  As a r e s u l t ,  the in format ion presented in  th is  sect ion does
not represent a comprehensive summary of Korea-Alaska trade a c t i v i t i e s .

In th is  sect ion ,  we w i l l  present a genera l overview of Alaska-Korea 
t rade ,  inc lud ing  an in forma l chronology of events . We then discuss 
the h istory  and status of s p ec i f ic  areas of t r ad e ,  in c lud in g  examples
and s ta t i s t ic s  whenever we have found them r e a d i l y  a v a i l a b le .

Overview

H i s t o r i c a l l y ,  d i rec t  trade between Alaska and Korea has been r e l a t i v e l y  
sparse compared to t rade a c t i v i t i e s  between Alaska and Japan, or Alaska 
and the contiguous United States.  According to the i n d iv id u a ls  we 
contacted, trade a c t i v i t i e s  between the two countr ies have gene ra l ly  
involved export ing Alaska natura l  resource products ,  p a r t i c u l a r l y  f i s h  
and timber ,  to Korea. In a d d i t i o n ,  some Korean f i rms have supp l ied
in dus t r ia l  mate r ia ls  fo r  la rge  cap i ta l  p r o je c t s ,  and in  a few cases, 
Korean f irms have received contracts to construct a l l  or po rt ions  of 
such pro jects .  In recent yea rs ,  Korean f i rms  have a lso begun p a r t i c i ­
pat ing in j o i n t  ventures with Alaska businesses invo lved in  natural 
resource ex t rac t ion .

Presented below i s  a b r i e f  chronology of Alaska-Korea trade a c t i v i t i e s  
based p r im a r i ly  on our in terv iews w ith  those knowledgeable about the 
h is tory  of Alaska-Korea t r ade .  Whi le  i t  i s  not comprehensive, i t  
should help to place the d iscuss ion in  a c le a re r  perspect ive .

Year ‘ Event

1950s —  L i t t l e  d i rec t  trade between Alaska and Korea.
Timber and f i s h  products exported from Alaska to 
Korea through Japanese t r a d in g  companies.

Late 1960s —  Korean f i s h i n g  f l e e t  begins f i s h in g  in  Alaska
waters .

—  Hyundai Corporation b u i ld s  Parks Highway br idge
at Hurricane Gulch.
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Year Event

Ear ly 1970s —  More wood products exported to Korea, s t i l l  through 
Japanese t rad ing  companies.

—  Sun Eel Corporation begins e xp lo r in g  the p o s s i b i l ­
i t y  of export ing  coal from Alaska to Korea.

1975 —  Anchorage businessman, Loren Lounsbury, appointed
honorary consul by Korean government.

Mid 1970s —  Koreans begin p a r t i c i p a t i n g  in  j o i n t  t imber
ventures with Alaska bus inesses .

Late 1970s —  U.S.-Korean j o i n t  ventures 1n Alaska f i s h e r ie s
begi n .

1980 —  Korean government es tab l i shes  Consul-General post
i n  Anchorage. F i r s t  Consul-General appointed.

—  Sun Eel exports test shipment of U s i b e l l i  steam
coal to Korea.

1981 —  Sun Eel agrees to export 800 ,COO metric tons of
coal annua l ly  through Seward for 15 years .

—  Hyundai awarded contract to erect transmiss ion
towers on the Anchorage to Fairbanks e l e c t r i c a l  
i n t e r t i e .  Also provides st ructu ra l  steel fo r  the 
new Sohio b u i l d i n g  in  Anchorage.

—  Daewoo Corporation provides sa ltwater treatment 
f a c i l i t y  to A t la n t ic  R ic h f i e l d  Corporation on
the North Slope.

In add i t io n ,  we located some general s t a t i s t i c s  on the volume of Alaska- 
Korea trade in  past y ea rs .  Attachment D i s  a t ab le ,  taken from the 
Alaska S t a t is t i c a l Review, 1980, which g ives the value of Alaska
imports and exports by nat ion fo r  selected years between 1970 and 
1979. The tab le  shows that i n  1970, Korea ranked fourth as a rec ip ie n t  
of Alaska exports behind Japan, I n d i a ,  and Canada. In 1979, Korea
again ranked fourth as a rec ip ien t  of expo rts ,  t h is  time behind Japan, 
I n d ia ,  and the People 's Republ ic  of China .  Japan i s  c le a r l y  the domi­
nant export market fo r  A laska ,  rece iv ing  over 80 percent of a l l  Alaska 
exports . Korea does not appear to have been a s i g n i f i c a n t  source of 
imports to Alaska in  the 1970s.
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Attachment E provides in format ion on A laska 's  exports to East Asian 
markets for the years 1978 through 1982. This In format ion was provided 
by the Alaska Department of Commerce and Economic Development. As the 
t ab le  shows, Korea had cons is ten t ly  ranked behind Japan and the People's 
Republ ic of China u n t i l  1982, when i t  surpassed China.  However, i t  
should be noted that in  1982, two r e c o n d i . i j n e d  j e t  a i r c r a f t  were 
exported to Korea frcm Alaska accounting fo r  over h a l f  of the tota l  
f i g u r e .  This i s  not a common export item fo r  Alaska and, to some 
extent ,  d is to r t s  the export f i g u res  fo r  1982.

I t  should be noted that these s t a t i s t i c s  r e f l e c t  only exports which 
are shipped d i r e c t l y  to Korea from A laska .  Many of the i n d iv id u a l s  
interv iewed stated that some Alaska products are exported to Japan 
and are then sold to Korea by Japanese t r ad in g  companies. A lso ,  some 
Alaska products may be transported to the cont iguous U.S. before being 
shipped to Korea. We have not located any s t a t i s t i c s  which ind ica te  
the extent to which th is  occurs.

In the sect ions that f o l l o w ,  we provide in fo rmat ion  on the h is to ry  and 
current status of s p ec i f ic  areas of t r ade ,  a summary of trade promotion 
a c t i v i t i e s ,  and a b r i e f  d iscuss ion of the po ten t ia l  fo r  increased 
trade between Alaska and Korea. Much of the in format ion  is  q u a l i t a t i v e  
i n  nature ,  based on in terv iews and d e sc r ip t iv e  reports on Alaska com­
merce. Whenever po ss ib le ,  we have inc luded e x i s t i n g  summary data on 
the volume of spec i f ic  items of t rade .

Comprehensive in format ion on the leve l  of t rade is  a v a i l a b le  in  the 
U.S.  Department of Commerce reports fo r  the Alaska customs d i s t r i c t ,  
which may be obtained from the U.S. Department of Commerce I n t e r ­
national  Trade Off ice  in  Anchorage. In f a c t ,  the in format ion in  the 
two attachments discussed above was compiled us ing these reports .  
The reports go back to 1954 and prov ide export and import to ta ls  fo r  
the d i s t r i c t  as we l l  as s pec i f ic  d o l l a r  and piece amounts fo r  i n d i ­
v idua l  items. Un fo rtunate ly ,  these reports do not provide any summary 
data by general type of product , fo r  example, forest products or sea­
food.

We have not attempted to compile any summary data using these reports ,  
as we lack ready access to the reports i n  Juneau (the In te rna t iona l  
Trade Off ice in  Anchorage does not have d u p l i c a t in g  equipment capable 
of making copies of the m icrof iche records fo r  recent y e a rs ) .  The task 
of obta in ing  copies and compi l ing summaries ourse lves was not poss ib le  
w i th in  the t ime constra ints of th is  request .  However, as prev ious ly  
noted, some of the in format ion has a lready  been summarized by other 
agencies and these are inc luded in  the attachments.

i
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There are several i n d ic a t io n s  that the po ten t ia l  f o r  increased j o i n t  
venture a c t i v i t i e s  with Korea i s  g re a t .  Of the seventeen jo in t-ventures 
approved by the North P ac i f i c  F ishe r ie s  Management Council in  December 
of 1983, e ight invo lved Korean f i rm s .  In a d d i t i o n ,  some of the Native 
corporat ions we contacted reported that they were cu r ren t ly  nego t ia t ing  
w ith  Korean f i rms fo r  j o i n t  ventures .  Furthermore,  fo re ign  a l lotments 
of the Alaskan FCZ f i s h e r ie s  are now determined to some extent by that 
na t ion 's  leve l  of jo in t-ven tu re  a c t i v i t y  i n  the f i s h e r y .  This increases 
the incentives to fo re ign  processors to p a r t ic i p a t e  in  j o i n t  ventures .

Timber

For the period 1977 through 1982, fo rest  products were the most cons is­
tent and most valuable export from Alaska to Korea. The value of forest 
products exported to Korea i n  the f i r s t  eleven months of 1982 was $9.7 
m i l l i o n .  However, fo r  the same f ive-yea r  p e r io d ,  1977 to 1982, Korea 
gene ra l ly  ranked behind Japan and the People 's Republ ic of China as a 
mark it  for Alaska t imber .  Japan f requen t ly  imported twenty times the 
amount of Alaska forest  products imported by Korea dur ing t h i s  pe r iod .

The Alaska t imber export market to Korea inc ludes  hemlock, used in  the 
hidden i n te r io r s  of homes, S itka snruce , used in  musical instruments, 
and red cedar , which has recent ly  become a popu lar  pane l ing mater ia l  
i n  Korea.

There have been some jo in t- t im be r  ventures between Korean and U.S. 
f i rms in  Alaska.  According to Robert Breeze, Korean f i rms have been 
invo lved in  j o i n t  t imber ventures w ith  some Native corporat ions .  
Robert l .oescher, with the Sealaska Corpora t ion ,  reported that h is f i rm  
is  undertaking a j o i n t  venture w ith the Korean Alaska Development 
Corporation (KADCO), a consortium of severa l Korean t rad ing  companies, 
i n c lu d in g  Hyundai Corporat ion and Samsung Corporat ion .  Mr. Loescher 
a lso  mentioned that h is  co rporat ion  has been export ing  t imber to Korea 
f o r  the la s t  several y e a rs .  In 1983, Sealaska exported 25 m i l l i o n  
board feet of round logs to Korea.

A recent study of the markets fo r  Alaska t imber compiled fo r  the U.S. 
Forest Service pred icts that  the Korean market fo r  spruce w i l l  hold 
steady or increase s l i g h t l y  i n  the f u t u re .  However, i t  a lso po ints out 
that  the Korean market fo r  hemlock is  l i k e l y  to dec l ine  as the Japanese 
market improves. This is  because the Koreans are current ly  buying a 
h igher  grade of hemlock than they r e q u i r e ,  due to i t s  low pr ice  compared 
to i n f e r i o r  q u a l i t y  woods from other sources.  I f  Japan begins paying 
more for  t h is  hemlock, the Korean market w i l l  probably subst i tu te  
other woods. The study does a n t ic ip a t e  an increase in  the demand fo r  
red cedar, and mentions that there may be some po ten t ia l  fo r  s e l l i n g  
Alaska cottonwood, white spruce ,  and p o s s ib ly  b i rch to Korean markets.

i
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Attachment H contains the pert inent sect ion of t h i s  Forest Service 
report ,  which inc ludes tab les  with some Korean t imber import in forma­
t i o n .

Minera ls

Coal . While there has been Korean in te res t  in  Alaska coal since the 
ea r ly  1970s, actual  exports d id  not begin u n t i l  1980, when the Sun Eel 
Shipping Co . ,  L td .  Corporat ion purchased a test  shipment of steam coal 
from the U s i b e l l i  Coal Mines near Healy fo r  t r i a l  i n  power generators 
in  Korea. Fo l low ing  a successful t r i a l ,  Sun Eel signed a ten-year 
contract to buy 7 m i l l i o n  metr ic  tons of c o a l .  Last y e a r ,  Sun Ee l ,  
along with Korea E le c t r ic  Power Corporation agreed to export 800,000 
metr ic tons of coal annua l ly  through the coal lo ad in g  f a c i l i t y  cu r rent ly  
under construction at Srward. As U s i b e l l i  i s  the only working coal 
mine in A laska ,  t h is  w i l l  represent the on ly  re g u la r  export of coal 
from the s ta te .

There is  a lso a coal development pro ject c u r ren t ly  underway in vo lv in g  
Korea. This i s  the Ber ing River Coal f i e l d  located 60 m i les east of 
Cordova on land owned by Chugach Nat ives ,  I n c .  This f i e l d  i s  being 
developed by the Bering R iver  Development Corpora t ion ,  a j o i n t  venture 
between Chugach Nat ive ,  I n c .  and KADC0. Although the coal l i e s  app rox i­
mately 30 m i les  from t idewa te r ,  and there is  no e x i s t i n g  t ransporta t ion  
or load ing f a c i l i t y ,  the coal has a h igher  BTU value than the U s i b e l l i  
c oa l .  To da te ,  no m in ing  has occured, and i t  i s  uncerta in  i f  and when 
t h is  f i e l d  w i l l  a c tu a l l y  begin export ing to Korea.

Petroleum. Petroleum exports do not appear to be s i g n i f i c a n t  part of 
the Alaska-Korea trade h i s t o r i c a l l y .  Of course,  export of crude o i l ,  
and the po ten t ia l  expert o f LNG for A laska 's  North Slope i s  res t r ic ted  
by federal  law .  According to Robert Maynard, Ass istant Attorney 
Genera l ,  p rov is ions  in  the Congressional a u tho r i z a t io n  of the Trans- 
Alaska P ip e l i n e  make i t  almost impossib le to export North Slope crude 
o i l ,  and p rov is ions  in  the Congressional a u tho r iz a t io n  of the Northwest 
ga s l in e  p ro ject  make i t  very d i f f i c u l t  to export  l a rge  amounts of LNG. 
This l im i t s ,  to  a l a rge  ex ten t ,  the po ten t ia l  »or trade in  o i l .  However, 
i n  the f i r s t  eleven months of 1982, Korea imported $16.6 m i l l i o n  worth 
of urea from A laska .  No urea was exported in  the four prev ious years .  
We have not obtained any f i g u re s  for  1983.

I t  was the genera l consensus of the i n d i v i d u a l s  I in terv iewed that 
Kort jn  f i rms would be very interested in  import ing  l i q u i f i e d  natura l 
gas (LNG) i f  a g a s l i n e  was b u i l t  and might a lso  import o i l  i f  federal 
laws were changed. However, i t  was mentioned that  Korea uoes have 
other sources of energy ,  and that i t  was not c le a r  the extent to which 
unref ined Alaska petroleum products would be compet i t ive .  Alaska
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petroleum does have r e l a t i v e l y  h igh  ex t rac t ion  costs associated w ith 
i t .  Any decis ion regard ing  the export of Alaska petroleum to Korea 
would be based on the p r ice  of Alaska petroleum r e l a t i v e  to the p r ice  
of petroleum from other sources.

According to Robert Breeze, the Korean t r ad in g  company, Samsung, i s  
cons idering import ing unleaded gaso l ine  and reformate from Alaska 
to Korea. He also stated tha t  another Korean f i rm ,  Sangyong, i s  
consider ing export ing leaded gaso l in e  and §2 fue l  o i l  from Korea 
to western Alaska .  In a d d i t i o n ,  Korea S h ip bu i ld i n g  and Eng ineer ing 
Corporation i s  exp lo r ing  the p o s s i b i l i t y  of import ing  res idua l  fuel  
o i l  to Korea, to be purchased from Tesoro.

Other M inera ls .  Although there does not appear to be any Alaska-Korea 
trade in minera ls other than coal and petroleum at t h i s  t ime ,  both 
Loren Lounsbury and Robert Breeze mentioned s t ra te g ic  m inera ls  as 
another source of fu tu re  t rade  with Korea. However, as several 
i n d iv id u a ls  mentioned, Alaska p resent ly  lacks the i n f r a s t ru c tu re  to 
develop these mineral resources .  Presumably, any development of Alaska- 
Korea trade in  th is  area i s  dependent on fu tu re  in f r a s t ru c tu re  develop­
ment.

Agr icu lture

To date, there does not appear to be much a g r i c u l t u r a l  trade between 
Alaska and Korea. There has been some shipment of beef and l i f e s to c k  
from Alaska to Korea; Loren Lounsbury c i ted  an operat ion near Homer 
which is  current ly  expo r t ing  beef .  Robert Breeze stated that two 
Korean f irms are cu r ren t ly  attempt ing to lease Un ive rs i ty  of Alaska 
lands in  the Kenai area fo r  c a t t l e  r a i s i n g .  Mr. Breeze stated that 
current plans ca l l  fo r  the f i rm s  to export c a t t l e  as we l l  as process 
ca t t le  in  Alaska.

Several of the people w ith  whom we spoke mentioned the p o s s i b i l i t y  of 
export ing bar ley to Korea. Japan and Korea are considered the primary 
markets for Alaska bar ley e xpo r ts .  However, the lack of a g ra in  t e r ­
minal at ra i lhead  appears to be a major impediment in  the development 
of th is  market.

F i n a l l y ,  an a r t i c l e  in  Forbes (Attachment I )  notes that without the 
Korean market for rc ir .Jeer a n t l e r s ,  Nana Corporat ion 's  re indeer herd 
would cease to be an economica l ly  v ia b le  e n te rp r i s e .  In  a dd i t io n  to 
the an t le rs ,  the herd a lso  provides a source of fresh meat fo r  loca l  
res idents .
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Korean Investment in  Alaska

We have a lready discussed many of the areas in  which Korea has invested 
in  Alaska in  our discussion of j o i n t  ventures i n  resource development. 
These inc lude t imbe r ,  f i s h e r i e s ,  and co a l .  I t  should be noted , however, 
that j o i n t  ventures in f i s h e r ie s  do not u su a l l y  e n t a i l  fo re ign  invest­
ment onshore. The fo re ign  processor s imply buys f i s h  from a U.S. 
f i s h in g  vessel and processes the f i s h  on board .

Mr. Breeze a lso  mentioned that the Korea S h ip b u i ld in g  and Eng ineer ing 
Corporation has proposed b u i l d i n g  a sh ip  r e p a i r  f a c i l i t y  i n  Seward that 
might eventua l ly  inc lude a small r o l l i n g  m i l l  and some sh ip b u i ld in g  
f a c i l i t i e s  as w e l l .

Whi le many of the i n d iv id u a l s  w ith  whom we spoke stated that there was 
the potent ia l  fo r  substant ia l  Korean investment ,  p a r t i c u l a r l y  in  the 
extract ion  of A laska 's  natura l  resources, Korea's Consul General Hwang 
cautioned that  Korean f i rms are re luc tant  to invest  i n  the i n f r a s t r u c ­
ture necessary to develop some of these resources.  He exp la ined that 
other natura l  resource producers,  such as Canada, are w i l l i n g  to bu i ld  
the necessary f a c i l i t i e s  to make t h e i r  resources a v a i l a b l e  to fore ign  
f i rms at docks ide .  This reduces the to ta l  cost to  Korean f i rms purchas­
ing  these products.

Imports

According to those we in te rv iewed ,  Korean f i rms prov ide a s i g n i f i c a n t  
amount of heavy in d u s t r i a l  goods used in  A laska .  We have not located 
any in format ion  which evaluates the r e la t i v e  s ize  of Korean exports to 
Alaska in  t h i s  f i e l d .  However, our sources d id  prov ide several exam­
p le s .  The Korean f i rm ,  Daewoo, de l ive red  a sa l twa te r  treatment plant 
to A t lan t ic  R ic h f i e ld  Corporation on the North Slope l a s t  year valued 
at over $200 m i l l i o n .  The Hyundai Corporat ion provided the structura l  
stee l for  the new Sohio b u i l d i n g  in  Anchorage. Hyundai a lso  i s  erect ing 
the transmiss ion towers fo r  a sect ion of the Anchorage-Fairbanks 
power i n t e r t i e .  In a d d i t i o n ,  Hyundai b u i l d  the b r idge  at Hurricane 
Gulch on the Parks Highway in  the la te  1960s. Robert Breeze also 
mentioned that  cement and e l e c t r i c a l  t ransformers were a lso  imported 
from Korea.

For consumer goods, the po ten t ia l  fo r  import does not appear great .  
Consul-General Hwang stated that Alaska i s  ge ne ra l l y  considered too 
small of a market to make import ing  l i k e l y .  Although many Korean prod­
ucts eventua l ly  are consumed in  A laska ,  these are u s u a l l y  d i s t r ib u ted  
by coinpa. ies operat ing out of the contiguous U .S . A small Korean 
products import trade had ex is ted  in  Anchorage fo r  some yea rs ;  however, 
t h is  p r im a r i l y  serves the Korean community there and i s  not l i k e l y  to 
increase s i g n i f i c a n t l y .
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Trade Promotion A c t i v i t i e s

In add it ion  to actual trade a c t i v i t i e s ,  there are a number of a c t i v i t i e s  
related to the promotion or enhancement of Alaska-Korea trade which 
merit mention. For example, f o r  the la s t  several y e a rs ,  de legat ions  of 
business persons and/or p o l i t i c a l  o f f i c i a l s  have e i t h e r  gone to Korea, 
or come from Korea to v i s i t  A laska .  According to Robert Breeze, trade 
delegations have r e g u la r l y  t r a v e l l e d  from Alaska to Korea or v ice versa 
fo r  the las t  few years .  Governor Hammond and several State o f f i c i a l s  
( inc lud ing  l e g i s l a t o r s ) ,  made a tour of the Far East to  discuss trade 
in  early 1979 (see Attachment H) ,  and Governor She f f ie ld  led a s im i l a r  
de legation la s t  f a l l .

In 1975, the Korean government appointed Loren Lounsbury, a long-time 
Anchorage businessman, honorary consul fo r  Korea in  A laska .  In 1980, 
the Korean government es tab l ished  a regu la r  consulate i n  Anchorage, 
staf fed by a Consul-General .

The Alaska-Korea Business Counc i l ,  an Alaska o r g an iz a t io n ,  was formed 
a few years ago to enhance trade and other re la t io ns  between the two 
loca les .  A s im i l a r  o r g an iz a t io n ,  the Korea-Alaska Economic Cooperation 
Committee, ex is ts  in  Korea.

Several major Korean t r ad in g  companies have opened o f f ic e s  in  Anchorage 
or announced plans to open o f f ic e s  in  Anchorage. These inc lude  Hyundai, 
Sun Ee l ,  Daewoo, and Korea S h ipbu i ld in g  and Eng ineer ing .

Potential fo r  Future Trade

V i r t u a l l y  everyone w ith whom we spoke stated that there was the poten­
t i a l  fo r  g rea t ly  increased trade between Alaska and Korea. Export of 
Alaska's natura l  resources was c i ted  as the most promis ing area of 
trade between the two. I t  should be noted, however, that the i n f r a ­
structure necessary to develop many of these resources i s  not yet in 
p lace ,  and u n t i l  i t  i s ,  there are probably l im i t e d  oppo r tun i t ies  fo r  
increasing t h is  t rade .  In a d d i t i o n ,  federal r e s t r ic t io n s  on the export 
of North Slope crude o i l  and LNG w i l l  have to be l i f t e d  before Korea 
can take f u l l  advantage of A laska 's  petroleum resources.

Among the advantages c i ted  fo r  Alaska as a potent ia l  t r a d in g  partner 
with Korea are :

• the prox im ity  of Alaska to Korea;

» the quant ity  and d i v e r s i t y  of Alaska's natura l  resources ; and
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• the political stability of the united States compared to other 

resource exporting countries.

The individuals with whom we spoke also cited several negative features 

which the Koreans see as drawbacks to Alaska as a trading partner, 

including:

• the lack of adequate infrastructure for resource development;

• the lack of sophistication and expertise of Alaska business firms;

• the lack of consistent, positive State government policy concerning 

resource development; and

• State and federal restrictions and permit requirements which add 

time and expense to resource development.

Robert Breeze, Loren Lounsbury, and Bill Bittner, attorney for Hyundai 

in Alaska, all stated that Korean trading companies are interested in 

becoming involved in Alaska's infrastructure development, both as a 

supplier of industrial materials, and as a contractor. Korean companies 

reportedly have a similar posture toward Alaska Power Authority hydro­

electric power projects.

While it appears that Korean companies are neither used to or inclined 

to invest heavily in infrastructure development, they have begun 

investing in Alaska's resource development, as evidenced by the Bering 

River Development Corporation and joint ventures in the timber industry.

* * *

This concludes our research on Korean trade and foreign trade offices. 

As noted throughout this memorandum, we have supplied several attach­

ments which should be useful to the consultant in preparing his report. 
We are, of course, willing to ass’st the consultant in obtaining further 

information to the degree that time permits. Should you have any 

questions, or if we can provide further information on any of the issues 

addressed in this memorandum, please do not hesitate to contact us.

JS

Attachments

cc w/attachments: Michael Gay
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Alaska Exports to East Asian Markets



ALASKA EXPOKTS: EAST ASIA AND PACIFIC
Totals and Major Products (000)

COUNTRY (PRODUCT) 1 1977 | 1973 | 1979 | 1980 | 1981 | 1982 (N 1

JAPAN |288.16A.0 A71 . 181.5 | 738.AA5.7 j 757.959.A 93A.205.7 887.9671

Seafood | A 7 . o 2 3 . 7 203,A 79.o | 396.895.2 2 9 7 .A9A.2 AOb.279.6 332,A91I

Forest Products |1 A 1.096.1 133.A 10.5 | 236.306.5 273.337.1 206 , 21 A.7 205.081 I

Pet d. Put/Chum* | 95.325.6 121.AA8.A | 131.6A9.3 222.6A7.A 297,350.7 281.9A7I

C H I N A | 7,196.2 18.711.A 32.352.5 67,795.1 A3.8A1.7 58.6651

Urea | 6,938.6 15.17A.O | 27 . 1 79.2 35.036.6 18.953.6 A3,860.1

Forest Products | 0.0 3,393.2 1.303.6 32,173.3 2A.A12.5 9.562.1

TAI WAN | 8,573.6 8.090.6 12.096.A 1A .600.6 16.916.0 A.37A.I

Urea 0.0 0.0 2.A 0.0 A , 109.7 0 . 1

Forest Products I 7.3A9.2 5.61 A . 2 9,A 79.0 9,201.5 7,036.6 3,658.

Seafood I 0.0 0.0 0.0 9.6 0.0 0.

KOREA | 8.302.5 8,653.5 23.573.6 36,121.0 19,807.A 95.185.

Urea 0.0 0.0 0.0 0.0 0.0 16,612.

Coa 1 0.0 0.0 0.0 0.0 635.7 0.

Forest Products | 5.31A.O 2,A20.3 12.773.9 8,030.8 9.A30.0 9.A69.

Seafood | 0.0 3.A53.5 1 AA6.0 2A.3A5.0 A,088.A 9.3A5.

THAILAND

Urea
Forest Products

HONG KONC

Pet i Pet/Clicm 

Forest Products 

Seafood

3.321 .3 

0 . 0  
A,219.3

A.306.8 | 

99A.o j 

2,662.8 |

3.A63.A 

600.9 

2.368.9

5. 539.A 

A.283.9 

1,069.7

A,099.8 

0 . 0  
2.3A7.6

309. 1 

0.0 
A02.2 

0.0

1.303.9 j 2,963.3

0.0 j 1 72
0.0 I 0.0
0.0 I 32.6

1 ,839.3 

0.0 
0.0 
1.5

5,611.3

.7

982.2

0.0

9,331

2.88A.

5,995.

917.

0.
0.
0.

INDONESIA 0.0 1,102.A | 1,188.A 10.9A2.A 2.969.5 22.199.

U rca

Forest Products O 
O
l

o 
o
l

0.0

0.0

1 0.0 1 

1 O.o 1

0.0

0.0

0.0

5A5.7

15,552. 

5 , 2 A 7.

PIIILLIP1NES | 22.0 | 367.2 I 3.270.6 | 1A.598.3 28.326.A 12,551.
Urea 1 0.0 | 0.0 I 2,21 7. 9| 1A.AA2.A 26,362.6 12.256..

MALAYSIA 1 0-0 1 166.2 ! A.859.9 ! A.901.2 10,627.2 1 A ,038.(
U rea 1 0.0 | 0.0 j 2.219.0 | 3,579.6 6.A08.A 1 1 ,893.:

AUSTRALIA I 1.173.A | 6.965.9 | 13,313.6 | 3,069.0 9,096.0 33.576.1
Urea 1 o.o | 0.0 I 3.7“2.o | 0.0 0.0 8.02S.:

NEW ZEALAND 1 o.o | 2.C 1 27.1 | 0.0 | 0.0
1 u

TOTAL EXPORTS [392.157.3 | 61 1 .825.7 I 913.0A 7.A 1 987.519.0 1 .182.597.2 1,199,536.7

*-■?•• f \ |>nr /Chan" v r>r> r c r  ̂

i * " ' r ------ .....

1 „ n » •• m * 

I >1 U « tr » » • \ ' S.



ALASKA EXPORTS: WORLDWIDE TOTALS

Major Products (000)

Produce 1 1977 1978 | 1979 1980 | 1981 | 1932 (NOV

Forest Products | 1 7 9 , 2 1 2 . 5 1 6 8 , A B A . A 271 , 135.9 33 9, 037 .1 | 2 7 3 . 0 2 6 . 5 1 252 ,31 5.(

Se af o o d  Products | 5 2 , 1 0 6 . 3 20 5, 7 0 7 . 1 3 5 6 , 0 A 7 .6 32 7 , 2 0 5 . 3 | A 2 7 . 1 A 2 . 3 | 3 A 9 . 3 9 1 .(

Na tu ral Gas | 9 5 , 3 2 5 . 6 1 1 1 . A A 2 . 0 1 2 2 . 5 3 6 . 0 218 , O A A .A | 3 1 0 , 0 2 A .5 | 2 6 6 . IAS.(

Urea | 2 0 . 0 5 9 . 1 5 9 , 8 3 7 . 6 7 3 , 7 1 9 . 5 8 7 . A 8 1 .3 | 13 3. A 1 7 . 2 | 1 0 0 . 73A.:

Am m o n  i a | 6 , 5 1 7 . 5 9 . A 3 3 . 5 913. 8 2. 6A 3.7 | 0.0 | 19,371.:

TOT/.L 1 3 9 2 . 1 5 7 . 3 6 1 1 . 8 2 5 . 7 9 1 3 . 0 A 7 . A 9 8 7 . 5 1 9 . 0 1 . 1 8 2 . 5 9 7 . 2 1,199.356.'
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REPORT TO THE ALASKA LEGISLATURE 

OF THE

LEGISLATIVE MISSION TO JAPAN AND KOREA 

Ja n u a r y  1 4 - 2 1 , 1984



R E P O R T  O F  L E G I S L A T I V E  M I S S I O N  T O  J A P A N  A N D  K O R E A

I. Executive Summary

This report describes the legislative mission of 
Senator Bettye Fahrenkamp, Representative Bob Bettisworth 
and Representative John Cowdery to Japan and Korea. The 
purpose of the mission was severalfold:

1) to return the visit of Japanese Diet members 
who visited Alaska in August 1983;

2) to join with Senator Murkowski in requesting 
Japan and Korea to formally request Alaska oil from the 
United States government;

3) to let Japan and Korea know of the Legislature's 
intent to seek a long term resource relationship, 
particularly energy resources, with those countries as 
provided in the respective communiques signed during 
President Reagan's November 1983 trip to those 
countries; and

4) to seek a summit meeting on energy among Japan, 
Korea, the Republic of China and the United States to 
form a financing plan for the construction of a gas 
pipeline and the marketing of the North Slope gas. The 
briefing material contained in Appendix A was submitted 
to officials of each government.

The Export Administration Act, which contains the 
prohibition on the export of Alaska oil, will be considered 
in mid-February 1984 by the United States Senate. If 
Japan's and Korea's formal requests for the oil are to do 
any good, they must be made soon. This legislative mission 
went at this time to these countries along with Senator
Murkowski to show Alaska's solidarity in making this request 
and to stress the need for immediate action.

In Japan we found continued interest in purchasing
Alaskan crude oil if the law can be changed to allow its
export. We recommend that Alaska continue to establish
relations with our friends in the Japanese Diet who 
prescribe energy policy for Japan. The interest of these 
Diet members will insure closer cooperation of the 
officials in the Ministry of International Trade and 
Industry (MITI).



On natural gas the Japanese continue to talk of an 
oversupply of gas extending into the 1990‘s. The Japanese 
look to private enterprise to perforin any necessary 
marketing or financing studies. The MITI ministry appears 
to desire to operate solely within the United States-Japan 
Energy Working Group. This working group does not now favor 
an energy summit. Continued efforts with the Diet should be 
pursued to convince MITI to participate. Further, if Korea 
and Taiwan agree to a summit meeting, it would be difficult 
for Japan to refuse to attend.

The Koreans were very positive with respect to the 
oil and the gas. On oil, Energy Minister Choi stated that 
Korea wanted to purchase Alaskan oil and that it would point 
that fact out to the United States government. The Koreans 
favor the energy summit on gas and have taken preliminary 
steps with private industry in Korea to participate in the 
financing and marketing study. We recommend increased 
efforts with the Korean government to encourage this 
continued positive attitude.

While the legislative mission did not visit the 
Republic of China, Senator Murkowski reports from his 
meetings there during the week of January 9, -184 that the
Republic of China's government has the same attitude as the 
Korean government with respect to the oil and gas. Again, 
this attitude should be encouraged.

A word needs to be said about Alaska's Asian 
Office, which is located in Tokyo. It is the mission's 
impression that the Office is doing an excellent job. In 
the opinion of the mission, its effectiveness could be 
increased if offices were established in Seoul and Taiwan. 
We urge a review of this proposal by the Alaska Department 
of Commerce and Economic Development with a report by 
Commerce to the Legislature during this legislative session. 
Bill Overstreet, Director of the Alaskan Asian Office, was 
with the mission in Japan and Korea. His assistance 
throughout was most helpful and appreciated. The mission is 
firmly committed to the Asian Office.

It is the observation of the authors of this report 
that Asians and students of American history recognize that 
the United States is entering the "Century of the Pacific". 
Alaska, as a central point in the Pacific Rim geography, 
should be an integral part of the future trade pattern of 
the Pacific Rim region. Further, it is our observation that 
the United States will not be Alaska's primary market in the 
years and decades to come. We believe that the real market
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for Alaskan resources is with and in Pacific Rim nations 
with which the United States of America has economic and 
strategic treaties (Japan, Korea, and Taiwan).

Asian countries have historically looked to 
Southeast Asia for trade and commerce. Those countries must 
be made aware of Alaska's other resources. This will take 
an effort by Alaskans. Moreover, Alaskans must be made 
aware of the potential.

It is our perception that I_F Alaska is to maintain 
its high production ir. hydrocarbons and IJ? Alaskans continue 
to receive revenues it believes it needs, then the State 
leaders must plan for the future.

It is asserted by some economists and futurists 
that the center of world commerce has already shifted from 
the historic north Atlantic to the north Pacific Rim region. 
We believe this to be true and want our State to be aware of 
the potentials, opportunities and/or hazards.

II. Recommendations.

It is the opinion of the Alaska legislative mission 
that for Alaska to realize the promise of that portion of 
the Reagan/Nakasone communique of November 1983, that calls 
for Alaska to be the focal point of an energy relationship 
between the U. S. and Japan and other countries on the 
Pacific Rim, most notably Korea and the Republic of China 
(Taiwan), the State of Alaska must be an active party. 
Recognizing this, we recommend the following:

1. That in cooperation with the Alaska 
Congressional delegation and the Governor, the Alaska 
Legislature take an active role in seeking to market 
Alaska's energy resources in the Pacific Rim, recognizing 
that such an undertaking will require the expenditure of 
funds and will probably take some time;

2. That the Alaska Legislature establish a 
procedure for exchanging visits with members of the 
legislative bodies of Pacific Rim countries interested in 
Alaska’s energy and other resources, with a view toward 
establishing with those legislators an understanding of 
Alaska's resources and the desirability of purchasing those 
resources. In particular, the Alaska Legislature should 
support Senator Murkowski's efforts to arrange an energy 
summit meeting between the United States, Japan, Korea and 
the Replublic of China (Taiwan) with representatives from 
Alaska in attendance.
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3. That the Alaska Legislature assist the Governor 
and the Alaska Congressional delegation in seeking to lift 
the ban on the export of Alaska crude oil, including the 
expenditure of funds for Congressional lobbying and general 
education efforts, recognizing that this may take some time 
to achieve.

If Congress fails to lift the ban on the export of 
Alaska crude when the issue is debated in the Senate in 
February this year, all appropriate action should be under­
taken by the State of Alaska, assisted by the Alaska 
Congressional delegation, to permit the export of a portion 
of the State's royalty crude oil. Such actions may include 
a request by the Governor for an export permit for State 
royalty crude oil as suggested by Senator Murkowski, or a 
lawsuit to establish the State's right to sell its own oil 
as suggested by Congressman Young.

4. That the Alaska Legislature support the efforts 
of private groups to arrange for marketing of Alaska's gas 
and financing of a gas pipeline, including marketing of the 
gas to the Pacific Rim countries. The Alaska Legislature 
should consider procedures which would require that any 
foreign companies which obtain contracts to help build the 
natural gasline, are from countries that agree to provide 
markets or financing for the gasline.

5. That the State of Alaska take all appropriate 
measures to assure that existing coal contracts take place 
on schedule and that additional opportunities for the sale 
of Alaska coal be found. In proposing this, the Alaska 
legislative mission recognizes that large scale coal 
contracts with the Pacific Rim cannot be expected to occur 
earlier than the mid 1990's. However, some assurance of 
sales at this time wou.ld be of great assistance to the 
Legislature in making pioper decisions for construction of 
the infrastructure needed for coal development.

6. That the mission of Alaska's Asian Office be 
expanded to agressively market Alaska's resources on the 
Pacific Rim. In this regard we envision its mission for 
Alaska as similar to that which the Ministry of Interna­
tional Trade and Industry provides for Japan. To perform 
this function, Alaska's Tokyo office would have to be 
upgraded and offices established in Seoul and Taiwan. Given 
the interest in Alaska's resources we have seen in Japan and 
Korea, the money expended would be a wise investment. We 
recommend that the Alaska Department of Commerce and



Economic Development study this proposal and report back to 
the full Legislature before the end of this legislative 
session.

III. Discussion of Trip Details

The mission left Juneau for Anchorage on January 
13th. That evening the mission attended a dinner hosted by 
Consul General Huang of Korea, to which Consul General 
Inamura of Japan was invited. Energy matters were generally 
discussed. The main purpose of the dinner, however, v/as to 
firm up the arrangement for the visit. The mission very 
much appreciated the information provided by the Consuls 
General.

The mission left Anchorage on January 14 , 1984 and 
arrived in Tokyo on January 15, 1984, having lost a day
crossing the international dateline. January 16, 1984 was a 
holiday in Japan, during which the mission adjusted to the 
time and was briefed by the Alaska Asian office.

On the evening of January 16, 1984 the mission had 
dinner at Bill Overstreet's home, which was attended by 
Senator Murkowski, for the purpose of rehearsing for the 
meetings. It was decided that after the introduction of the 
legislative mission by Senator Murkowski, Senator 
Fahrenkamp, as the mission's senior member, would make the 
following points:

1. The mission was returning the August 1983 visit 
of the Diet with the idea of continuing such exchanges 
in the future;

2. The mission felt it was in the interest of both 
Japan and Alaska to work to implement that portion of 
the November 1983 communique from the meeting of 
President Reagan and Prime Minister Nakasone which 
named Alaska as the focal point for an energy relation­
ship between Japan and United States;

3. The mission recognized that realizing Alaska's 
position as the focal point of an energy relationship 
will take time and commitment, which Alaska for its part 
was willing to pursue;

4. The mission endorsed the efforts of the 
Congressional delegation to change that portion of the
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Export Administration Act which precluded the export of 
Alaska oil and the effort to arrange for an energy 
summit meeting..

It was agreed that Senator Murkowski would speak to these 
subjects on behalf of the combined group.

The first meeting on January 17, 1984 was a
briefing by Ambassador Mansfield. After Senator Murkowski 
had introduced the legislative mission, Ambassador Mansfield 
gave an in-depth and exceptionally knowledgeable review of 
both the oil and gas issues from both the U. S. and Japanese 
perspectives. He stated his unequivocal support for the 
export of Alaskan crude oil, Pacific Rim, and promised to be 
of assistance in any appropriate way. He detailed the 
numerous publications and occasions in which ha had made 
known his views on this subject. He is clearly a friend of 
Alaska.

The combined mission met with MITI Vice Minister 
Komatsu on January 17, 1984. Vice Minister Komatsu is one
of the two senior Japanese officials who sit on the U. S.- 
Japan Energy Working Group. After Senator Murkowski had 
made the introductions and Senator Fahrenkamp had made the 
above listed introductory remarks on behalf of the .legisla­
tive mission, Senator Murkowski made the following points to 
the Vice Minister:

1) The purchase of Alaska’s energy resources would 
provide Japan an opportunity to redress its balcnce of 
payment problem with the United States that opening its 
market to U. S. citrus and beef cannot do;

2) The U. S. Senate would soon take up the Export 
Administration Act, while Japan has informally indicated 
its desire to purchase E0,000 barrels per day (bbl/d); a 
formal request by the government of Japan for the oil 
would be very helpful in Senate debate;:

3) The group felt that an energy summit among the 
U.S., Japan, Korea and Taiwan to discuss Alaska oil and 
gas would be a good means of implementing the Reagan- 
Nakasone comminique as it pertains to Alaska energy 
resources.

Mr. Komatsu replied that energy is an area where 
Alaska and Japan can cooperate. Japan told1 the U.S.-Japan 
Energy Working Group that it wanted the oil,, and the Japan 
Refiners’ Association said the same thing on its trip to 
Washington, D. C. Mr. Komatsu saiid that that request



constituted a "formal" request. Japan believes that lifting 
the crude oil ban is critical. However, it understands that 
lifting the export ban will be difficult in the short run; 
this must be a long-term effort.

Mr. Komatsu declared that the potential exists for 
Japan's purchase of LNG from Alaska in the 1990's. The 
development of this potential is up to private enterprise in 
each country.

Mr. Komatsu said that coal is also the responsi­
bility of private industry, although there are many more 
difficulties connected with this resource than with LNG.

On January 17th the combined delegation met with 
Mr. Nagayama of the Japan Refiners' Association and his 
staff. After Senator Murkowski and Senator Fahrenkamp had 
made their prepared presentations, Senator Murkowski stated 
that the Export Administration Act and Senator Murkowski's 
amendment to allow the export of Alaska oil will be debated 
in February. The Senator described the proposed amendment 
and advised Mr. Nagayama that there is strong objection by 
the maritime unions to the export of Alaska oil. If this 
objection can be overcome there will be a market in the U.
S. for replacement oil from Mexico and an opportunity for 
Japan to redress its balance of payments problems with the 
U. S. A formal request for the oil from Japan to the U. S. 
would help in the Senate debate.

Mr. Nagayama replied that he had made a request for 
the oil during his trip to Washington, D. C. on the issue. 
Furthermore, he felt that the Japanese side had requested 
the oil during the U. S.-Japan Energy Working Group discus­
sions. Mr. Nagayama said he understood that it would be 
politically difficult to have the amendment pass.

Mr. Nagayama expressed concern about that portion 
of the Senator's proposed amendment that called for the oil 
to go to Japan on U. S. bottoms. He stated that he was 
concerned that this would make the price of the oil 
commercially unreasonable. A discussion then ensued which 
explained to Mr. Nagayama that the transportation price 
would »je absorbed at some point in the distribution system 
and thus Japan would pay no more than the market price for 
the oil. Mr. Nagayama replied that even if the delivered 
price were the same the U. S. tanker proviso precluded 
Japanese oil companies from using their tankers which were 
surplus to the present demand. Dr. Thayer responded that



having the oil on American tankers provided security to the 
Japanese, because it would be an act of war to stop an 
American tanker. Mr. Nagayama acknowledged the point.

Mr. Nagayama then expressed concern that the 
proposed amendment called for the oil to be cut off in case 
of an emergency. ... Senator Murkowski explained that this was 
because Japan as an OECD nation would receive oil pursuant 
to the Inter national Energy Act were there to be an 
emergency.

Mr. Nagayama stated that he agreed that importing 
Alaska crude oil would go a long way toward resolving 
Japan's imbalance of trade problems. He had spoken with 
people during his U. S. trip on the issue who had told him 
that changing the balance with Alaska oil was not a desir­
able way to do it. The reason he had been given was that 
this would possibly take the pressure off Japan to resolve 
other trade difficulties. He thus expressed concern that 
even if Japan purchased the oil, U. S. criticism of the 
trade imbalance would continue.

Nevertheless, Mr. Nagayama believed that Japan 
should buy limited quantities of oil to reduce the balance 
of payments problem. Furthermore, he felt it important to
diversify Japan's source of supply and reduce its dependence 
on Middle East oil.

Senator Murkowski responded by saying that the 
efforts of the U. S. ^Lnc Lebanon and the Middle East to
secure peace were of iess benefit to Japan than the U. S.
because the U. S. was more dependent than Japan on oil from 
that area. Mr. Nagayama reiterated the desirability of a 
diversified oil supply but said it would be inappropriate 
for him to comment on the Lebanon situation.

There was some confusion on the Japanese side 
regarding the 200,000 bbl/d amendment. Mr. Takahashi asked
if this represented royalty oil only. Senator Murkowski 
replied that the 200,000 bbl/d representated oil from all 
sellers including the State. The Senator said that the
200,000 bbl/d war selected because it was the amount of oil 
which could be sold without causing a job loss among 
existing maritime workers as a result of oil export. He 
cited the Putnam, Hayes and Bartlett report prepared for 
Alaska Lumber and Pulp Co., Inc. .(ALP) as the authority for 
this proposition. He said it was only a coincidence that 
this 200,000 bbl/d was the same amount as the total of the 
State's royalty oil. Mr. Ishiyama of ALP later informed 
members of the group that because of the political good will
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involved with it, the Japanese are far more interested in 
State royalty oil than oil from the other producers. As Mr. 
Ishiyama understood it this had a lot to do with the fact 
that the Japan Refiners' Association had expressed interest 
only in 50,000 bbl/d of royalty oil.

Representative Bettisworth told Mr. Nagayama that 
Alaska looked upon the oil export issue as a long-term 
proposition. He said the Alaska Legislature expected to 
push hard to achieve oil export over whatever period it took 
to succeed. During this period he hoped that further visits 
between the Diet and the Alaska Legislature could be 
arranged.

The combined group then met with Mr. Murata, the 
Director General of the Economic Affairs Bureau of the 
Ministry of Foreign Affairs. After Senator Murkowski and 
Senator Fahrenkamp made their initial presentation Senator 
Murkowski explained the amendment he intended to introduce 
to the Export Administration Act to permit the export of a 
limited amount of Alaska crude oil. Senator Murkowski told 
Mr. Murata that it would enhance chances for the amendment's 
success if Japan would formally request the oil. The 
Senator pointed out that the State of Alaska was prepared to 
spend money to help get the amendment passed. The Senator 
said th*t passage of this amendment would help the Japanese 
avoid crticism due to the balance of payments problem. The 
Senator then outlined his proposal for an energy summit.

Mr. Murata responded that Japan would like to 
purchase Alaska crude oil in order to diversify its sources 
of supply and to help its balance of payments problem. He 
stated that Japan was reluctant to make a formal request for 
the oil because it could be interpreted to be interference 
with the internal affairs of the United States (i.e., the 
deliberations on the Export Administration Act) . Accord­
ingly, the problem has "chicken and egg" aspects: Japan
says the U.S. should make the oil available before it takes 
action to purchase it; Senator Murkowski wants Japan to 
indicate a desire to purchase the oil first.

Senator Murkowski stated that it would be very 
embarrassing if the U.S. lifted the oil export ban only to 
find that Japan was not interested in purchasing any oil. 
He stak .d that it was difficult to understand the rationale 
for Japanese refusal to make a formal request for the oil 
when Taiwan had agreed to do so. It was anticipated that 
Korea would also do so. The Senator pointed out that the 
U.S. was securing Japan's oil supply as well as that of the 
United States by its actions in the release. Thus, it was
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hard to understand why the Japanese invested in Sahkalin 
rather than Alaska. The Senator asserted that it would be 
much better if Japan invested in Alaska.

Mr. Murata asked what would happen if no amendment 
to the Export Administration Act allowing crude oil export 
was achieved in February. Senator Fahrenkamp responded that 
Alaska would try again. She stated that the State 
Legislature was prepared to spend money to obtain the amend­
ment but recognized that it could take some time to have 
this happen.

On January 18, 1984 the combined group met with
Minister Okonogi, the Minister of International Trade 
Industry. Senator Murkowski and Senator Fahrenkamp made 
initial remarks as outlined previously. Senator Murkowski 
then stated that purchasing crude oil from Alaska would help 
Japan reduce the balance of payments problem. The Senator 
declared that opening the beef, citrus food barriers to U.S. 
producers would not provide sufficient balance of payment 
offset. The Senator stated that the answer to the balance 
of payments problem was not for the U.S. to restrict import 
of Japanese products, but for the Japanese to buy more U.S. 
products. The Senator then described his proposal for an 
energy summit as outlined above. Mr. Okonogi replied that 
he will be in Washington, D.C. at the end of the month and 
these issues will be discussed. Mr. Okonogi said he 
preferred using the U.S.-Japan Energy Working Group in the 
energy summit proposal, but would consider the proposal.

Senator Murkowski pointed out that Vice President 
Bush has responsibility to follow through on the 
Reagan/Nakasone communique. He stated his intention to meet 
with the Vice-President concerning the energy summit.

The combined group then had lunch with three of the 
four- Diet members who had visited Alaska in August, 1983: 
Namely Mr. Watanabe, Mr. Harada, and Mr. Yosano. Mr. Kato, 
a Diet member interested in energy, also attended, Mr. 
Uetake, a former Diet member, was present as was Mr. 
Matsune, Chairman of Alaska Kai. Mr. Nakayama, senior 
counselor to the Industrial Bank of Japan, and a long-time 
friend of Alaska, attended as did Ishiyama, the President of 
Alaska Lumber and Pulp Company. The discussion focused on 
the desirability of exchanging visits between Diet members 
and members of the Alaska Legislature. Senator Fahrenkamp 
expressed the view that Alaska was prepared, on its part, to 
take the actions necessary to implement that portion of the 
Reagan/Nakasone communique which calls for Alaska to be the 
focal point of an energy relationship between Japan and the
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U.S. Minister Watanabe stated that this was a worthwhile 
goal which he would be unable to pursue because of his 
recent promotion to Minister of Health and Welfare. He 
stated that the other Diet members present were prepared to 
be helpful in the effort. In their various remarks the Diet 
members expressed an interest in the energy summit proposed 
by Senator Murkowski and promised to consider it*

Following lunch the Alaska legislative mission held 
a press conference with the Japanese press. Senator 
Fahrenkamp presented the points she had made in meetings 
with government officials. The press was extremely 
interested in the oil and gas issues and the interview had 
to be terminated to allow the mission to take the flight to 
Korea.

The combined group was met at Kimball International 
Airport on the evening of January 18, 1984 by former Korean 
Energy Minister S.K. Lee, a strong advocate of development 
of Alaska's energy resources. The group was joined by 
another long-time friend of Alaska, Mr.' T. J. Kim at the 
Shilla Hotel.

The first meeting of the morning of January 19, 
1984 was breakfast with the corporate leaders of Sun II 
Corporation concerning its coal purchase contract with 
Usabelli Coal Company. The group was assured that the 
project was on schedule.

The combined group then received a briefing from 
Mr. Walter Lundy, economic counselor to Ambassador Walker. 
Mr. Lundy briefly outlined the dramatic expansion of the 
Korean economy in the last ten years. The Korean economy is 
growing at approximately ten percent f.er year. Much of this 
is due to the expanding domestic market in Korea. The 
Koreans are presently trying to enter the export market and 
participate in the hi-tech area. For the first time, Korea 
will have an unfavorable balance of payments problem with 
tne United States in 1983 - approximately $1 billion. The 
Koreans are extremely worried about this.

Mr. Lundy felt that the Korean government would
respond favorably to the proposal of formally requesting oil
and to the idea of an energy summit. He warned that due to 
their recent prosperity the Koreans had been deluged with 
requests to purchase foreign goods. The Koreans have 
sufficient energy in the short run but need assured, long­
term supplies over the long run. Mr. Lundy viewed the



creation of the five company consortium to participate in 
the market! .g and financing study of the gas as very 
favorable.

Mr. Lundy advised that although there was no 
specific mention of Alaska, as there had been in the 
Reagan/Nakasone communigue, the communique between President 
Reagan and President Chun in November, 1983 contained a 
paragraph in which the United States pledged to be an energy 
supplier to Korea and to help Korea obtain energy resources 
in case of emergency. Mr. Lundy suggested that in its 
discussion with the Korean government, the group point to 
this paragraph as the basis for its proposal that the 
Koreans make a formal request for oil and an energy summit 
meeting. Mr. Lundy stated that the embassy would provide 
all possible assistance in achieving these goals.

The combined group met next with Minister of 
Commerce and Industry Kum. After Senator Murkowski and 
Senator Fahrenkamp had made their opening statements Senator 
Murkowski urged that the Korean government make a formal 
request for crude oil from Alaska that there be a four 
nation energy summit meeting. Mr. Kum responded that while 
Korea was interested in purchasing energy resources from 
Alaska, the specifics of that discussion would have to await
the group's meeting with Energy Minister Choi. Mr. Kum
stated that Korea would buy the oil if the export ban were
lifted and asked Senator Murkowski to explain the procedures 
for changing the law. Following Senator Murkowski's explan­
ation, Senator Murkowski did give reasons why Alaska was 
looking to Pacific Rim as a market.

The combined group had lunch with National 
Fisheries Administrator Kang. After an exchange of intro­
ductions, Senator Murkowski applauded Korea's adherence to 
the 200-mile limit. He asked if the Korean government was 
interested in obtaining more joint ventures with Alaska 
fishermen as opposed to fishermen from elsewhere. The 
conversation centered on these two points.

In the afternoon the combined group met with
Ambassador Walker. The Ambassador stated his support for 
the export of Alaska crude oil and for the energy summit 
meeting. He promised to do everything he could to assist in 
Korea's purchase of natural gas from Alaska. To that end he 
planned to host a dinner for Yukon Pacific officials in the 
five company consortium which had agreed to do the financing 
and marketing study on the gas during Governor Hickel's 
visit in February, 1984. Senator Fahrenkamp thanked the



Ambassador and explained that Alaska intended to 
aggressively market its resources on the Pacific Rim and to 
make any necessary changes in federal or state law toward 
that aim.

The combined group then met with Minister Choi, 
Minister of Energy and Resources. Senator Murkowski and 
Senator Fahrenkamp made opening remarks. Senator Murkowski 
asked that Korea make a formal request for Alaska oil and 
that there be an energy summit between the U.S., Korea, 
Japan and the Republic of China (Taiwan). Senator 
Fahrenkamp asked the Minister to assist in making certain 
that the coal contracts between Sun II Company and Usabelli 
Coal Company occur on schedule.

Minister Choi stated that Korea wanted to diversify 
its sources of energy supply. Korea would buy Alaska crude 
oil if it were made available and would seriously consider 
making a formal request for it. He said that while there 
was no need for gas right now because of purchases from 
Indonesia, his ministry's upgraded projections show a need 
by 1989. Accordingly, his ministry would assist private 
enterprise of Korea to coordinate Korea's portion of the 
financing and marketing feasibility study. Minister Choi 
said that he is uncertain that the Sun Il/Usabelli contract 
would occur on schedule. The Minister said that he views 
favorably the proposed energy summit. He then asked Senator 
Murkowski to explain his proposed amendment to export crude 
oil and to describe the prospects for passage in the Senate.

Senator Murkowski gave a detailed account of the 
proposed amendment. He stated that changing the law would 
be a hard fought battle. Accordingly, he appreciated the 
Minister's consideration of the proposal that Korea make a 
formal request for the oil as this would be a great help.

The group then met with Mr. Lee, Chairman of the 
Board of Samsung Corporation. Senator Murkowski pointed out 
that the gasline construction would involve assistance from 
companies such as Samsung. The Chairman stated that Samsung 
Corporation had always looked for natural resources, 
particularly in the United States, and more specifically 
Alaska.

The combined group then met with the President of 
the Korean Electric Power Company, Mr. Park. After Senator 
Murkowski and Senator Fahrenkamp had made initial remarks, 
Senator Murkowski stated that he hoped that the Sun II 
Usabelli coal contract would go forward as scheduled. Fe 
was assured by Mr. Park that it would. Senator Fahrenkamp
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then brought up the issue of all of Alaska's resources 
focusing specifically on Alaska's energy resources. An 
informal discussion ensued regarding the opportunities for 
marketing those resources on the Pacific Rim.

At this point Senator and Mrs. Murkowski left the 
group to return to the United States. Following departure 
of Senator Murkowski the discussion continued and was led by 
Senator Fahrenkamp.

The legislative mission met for breakfast on 
January 20, 1984, to discuss the points it would make in its 
meetings during the day, all of which were with Korean 
companies interested in Alaska’s energy resources and their 
construction projects in Alaska. It was decided that 
Senator Fahrenkamp, as senior member, would make the follow­
ing points at each of the meetings:

1. That the Alaska Legislature intended to make a 
major effort to market Alaska's resources on the Pacific 
Rim.

2. That the mission has come to Jap-n and Korea at 
this time to demonstrate the Alaska Legislature's support of 
the congressional delegation's effort to lift the ban on the 
export of Alaska oil to the Pacific Rim.

3. That this issue will be debated in Congress in 
mid-February. The Alaska legislative mission believes that 
the ban on Alaska crude oil exported is inconsistent with 
Paragraph 12 of the communique between President Chun and 
President Reagan, which provided that the U.S. would be a 
reliable supplier of energy and help Korea obtain stable 
energy supplies.

4. That the legislative mission urges the Korean 
government to contact the U.S. government to formally 
request the Alaska oil. In particular the U.S. Defense 
Department should be contacted regarding Korea's desire for 
the oil.

5. That Alaska has extensive natural gas supplies. 
Senator Murkowski is trying to put together a four-country 
energy summit meeting to discuss financing and marketing of 
the gas.

6. That the Alaska legislative mission understands 
that former Governor Hickel will be in Korea in February to 
discuss the natural gas issue. Ambassador Walker told the 
mission yesterday that he will help coordinate that visit
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with key industry leaders. The Alaska legislative mission 
supports this initiative.

7. That coal is one of Alaska's major resources. 
Contracts have been entered to sell Alaska coal to Korea. 
The legislative mission is delighted to learn that arrange­
ments for coal delivery are still on schedule. The Alaska 
legislative delegation would like to see more coal sold in 
Korea.

8. That in April a delegation from the Alaska 
Loggers' Association will be in Korea to discuss Alaska's 
timber resources. The Alaska legislative mission urges the 
Korean business community to work with the Alaska timber 
industry to sell more of Alaska's timber in Korea.

The Alaska legislative mission met with Fisheries 
Minister Kang for lunch. The Alaska legislative mission 
applauds the efforts made by the Korean fishing industry to 
comply with the requirements of the 200-mile limit and 
requests that the Korean fishing industry enter into more 
joint ventures with Alaska fishermen.

The mission met first with Mr. Kim, President of 
Ssangyong Construction Company. Senator Fahrenkamp made the 
remarks outlined above. Mr. Kim expressed the hope that 
Korea would enter into a long-term energy relationship with 
the United States. He stated that his firm had purchased 
some Alaskan coal in connection with its cement plant opera­
tions, but the coal was wet and had to be mixed with other 
coals. Ssangyong is not now using Alaska coal.

Mr. Kim expressed his company's interest in any 
construction contracts which may arise from construction of 
the gas pipeline. Senator Fahrenkamp responded that it was 
her personal view that in awarding such contracts considera­
tion would be given to companies of nations that partici­
pated in the financing and marketing of the gas and were 
themselves helpful in causing the project to happen.

The legislative mission then met with officials of 
the Doosan group. Senator Fahrenkamp made the points 
outlined above. Mr. Keh stated that Korea v '.s interested in 
Alaska's resources. While Doosan was smallo'. than the big 
Korean trading companies, he was quite intt.ested in those 
resources and also interested in participating in the 
construction of the natural gasline. Senator Fahrenkamp 
repeated the point about assistance causing che project to 
happen, previously made to Ssangyong officials.
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The group met next with Mr. Cheon of Hyundai 
Construction Company. Hyundai is the largest of the Korean 
trading companies. Mr. Cheon stated that he had prior 
experience in construction projects in Alaska. He plans to 
be in Alaska in April. He expressed interest in construc­
tion of the gas pipeline. Senator Fahrenkamp repeated what 
she had told the other companies. Mr. Cheon wanted to know 
if the Hyundai built the project, could it be paid in 
natural gas. Representative Bettisworth stated that in his 
opinion, this was the only way the project would work. 
General discussion about Alaska’s potential then followed.

The legislative mission then met with Mr. Roh, Vice 
Chairman of the Federation of Korean Industries (FKI), which 
is similar to the Keidenren. Mr. Roh stated that approxi­
mately 400 of the largest Korean companies are members of 
FKI. The FKI makes recommendations to the government after 
reaching an internal consensus.

Senator Fahrenkamp delivered her prepared remarks, 
whereupon there was a general discussion about the desira­
bility of Korea purchasing Alaska's energy resources and 
other resources. Mr. Roh stated that the business community 
was anxious to expand its activities in Alaska.

Following the FKI meeting, the legislative mission 
was met with Mr. Lee, Vice-President of Daelim Construction 
Company. After Senator Fahrenkamp delivered her prepared 
remarks there again was a general discussion about construc­
tion activity in Alaska. Senator Fahrenkamp repeated her 
remark that any construction company that participated in 
the natural gas line would have to be from a country which 
participated in the financing and marketing study and itself 
was helpful in causing the project to happen.

In the evening the group attended a reception put 
on by Ambassador Walker for the Alaska legislative mission 
and a congressional mission which was then in Korea. During 
the course of this reception, members of the Alaska legisla­
tive mission had the opportunity to talk with members of the 
Korean National Assembly and with members of Congress 
regarding these energy issues. In particular, there was an 
opportunity to talk with Congressman Jack Hightower of 
Texas. Congressman Hig)tower stated that the congressional 
attitude against exporting Alaska oil was not strongly held, 
although he doubted it would pass the Congress at this time 
because of the power of maritime unions. The members of the 
National Assembly with whom conversations were conducted 
were very anxious that the oil export ban be lifted and that 
Korea participate in the purchase of Alaska’s energy
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resources. Members of the legislative mission also talked 
with Ambassador Walker and economic counselor Lundy and were 
promised all possible support from the Embassy in assisting 
the legislative mission in achieving its goal.

On Saturday, January 21, the Alaska legislative 
mission traveled to Pamunjon. The purpose of the trip was 
primarily to view the demilitarized zone and, secondarily, 
to experience first hand, Korean life which has been 
dramatically affected by its relationship with North Korea.

IV. Conclusion.

In conclusion, we believe that the objectives of 
the mission we set out to achieve were accomplished. 
However, much more work needs to be done. In this regard, 
we would urge that the recommendations made in Section II of 
this report be adopted.



ATTACHMENT I
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Forbes, November 7, 19B3--"Northwest Passage"



A s i a  c o v e t s  A l a s k a n  f i s h , t i m b e r ,  c o a l  a n d ,  

e s p e c i a l l y ,  o i l ,  a n d  t h e  s t a t e s  l i t t l e - k n o w n  

N a t i v e  c o r p o r a t i o n s  a r e  f i n d i n g  n e w  t r a d ­

i n g  p a r t n e r s .

p a s s a g e

Dy Allan D o d d s  F r a n k

h e n  t h e  re s iden tia l  h o u s in g  
m ark e t  s lu m p s  in T o k y o ,  it 
hur ts  A laska  N a t iv e s  in  Ju ­

neau  and Sitka. W h en  S outh  Koreans 
get depressed, a p h ro d is iac  p rices t h e re  
d ec l ine  and E sk im os in K otzebue lose

profits . W h a t ' s  go ing  on  is th a t  th e  
N a t iv e s  of A laska ,  th e  E sk im o s ,  In d i ­
a n s  and  A le u ts ,  a rc  e s ta b l i s h in g  b u s i ­
ness  e m p i r e s  in c re a s in g ly  t ied  to  th e  
f o r tu n e s  o f  t h e  Pacific  K im . Japan and  
S o u th  Korea p ro v id e  m a jo r  m a r k e t s  
for t im b e r ,  f ish , m in e r a l s  an d ,  yes, 
ev en  r e in d e e r  h o rn ,  w h ic h  old-fash-

K
• K

>• \ *

( '.mil' In te l Helium. I i ' i  I ‘i i •'//len t  l i n y  I In lm i l in ' t  i l l  Ixxn l i / i i t i r le i 's  i l l  Am  In u a y j -  
A lu s k i i n  c o i l l  t o  J < i / > u n ?

I 'll

m iied  apnihcc.iiies in Seoul lovely 
g rind  in to  m uch-savo red  nc>: p in io n s .

Ileing iii  th e  export husinirss  is just 
o n e  offshoot ol the  1971 se t t l e m e n t ,  
e n a c te d  by Congicss . of th e  land 
c l a im s  ol A la sk a ’s XII,1)00 E sk im os , 
In d ian s  and  Aleuts. T h e  N a m e s  w ere  
g ran ted  44 m il l ion  acres ,  a land  area 
eq u a l  to  2%  of the  e n t i re  U.S. T o  he lp  
th e m  e n te r  t h e  cap ita lis t  m a in s t r e a m ,  
S962.5  m il l ion  w as th r o w n  in to  th e  
p o t  ( Fo i i i i e s ,  ( h i  _’-71 to  e s tab l ish  20.1  
village and  12 giant regional co rp o ra ­
t io n s .  T h e s e  are to  a d m in i s t e r  th e  
land  and  begin p ro f i tm a k in g  v en tu res .  
Each N a t iv e  received 100 sh a res  in  a 
regional co rpora t ion . T o  p reven t  t a k e ­
ove rs  by outs iders ,  C o n g re ss  p ro h ib i t ­
ed any  s to c k  sale u n t i l  1991.

" U n t i l  I b ecam e a N a t iv e  A m e r ic a n  
b u s in e s s m a n ,  I a lw ay s  th o u g h t  a 
s t ro n g  A m er ican  dollar  w a s  a good 
t h i n g , "  says Roger Lang, a T s im s h ia n  
Ind ian  w h o  fishes c o m m e rc ia l ly  for 
s a lm o n  and  ha l ibu t  w h e n  n o t  a t t e n d ­
ing  to  h is  d u t ie s  as a d i re c to r  of Sea- 
laska  Corp ., a co m p a n y  w i th  e s t i m a t ­
ed -timber asse ts  in h e m lo c k ,  sp ru ce  
an d  cedar  w o r th  m ore  th a n  S200 m i l ­
lion. He n o w  k no w s  a w e ak  yen  m ean s  
w e a k  sales. Lang adds t h a t  C an ad a ,  
w h ic h  he  accuses  of d u m p in g  logs, has  
h u r t  Sea laska  t im b e r  sa les  to  Japan, 
w h ic h  last year w ere  n ea r ly  190 m i l ­
l ion  board feet, m o s t ly  in  ro u n d  logs.

O v e ra l l  th e  12 A laska  N a t iv e  co rp o ­
ra t io n s ’ profits  have  been  im p ro v in g  
(six' Kitile. i> JJJi,  bu t  th e  big  m ov e  
forw ard  will  occu r  w h e n  w o r ld  prices 
for oil, t im b e r  and fish im p ro v e .  U n t i l  
t h e n  th e  c o rp o ra t io n s  w il l  w o rk  on 
h o n in g s k i l l s  in sc o u t in g  o u t  n ew  jo int  
v e n tu re s .  Several N a t iv e  c o rp o ra t io n s  i 
h av e  o pen ed  b ran ch es  in T o k y o  and  I 
Seoul, an d  m o re  will  fo llow . A la sk a  is J 
m id w a y  b e tw een  T o k y o  and  N e w  
York by air, and  by w a te r  i t ’s far easie r  
to  sh ip  b u lk  c o m m o d i t i e s  to  th e  Pacif­
ic R im  th a n  to th e  U.S. East C o a s t .  
R aw  s a lm o n  is a big se l le r  in th e  O r i ­
en t ,  so several  N a t iv e  co rp o ra t io n s .  
l ik e C a l i s t a  C orp. in s o u t h w e s t  A laska  
an d  N a n a  Regional Corp . in  Kotzebue , 
h av e  neg o t ia ted  w h o le sa le  d ea ls  to  sell 
fish ca u g h t  by N a t iv e s  to  Japan.

For N an a ,  the  S o u th  K orean  m ark e t  
for re in d ee r  horn  is th e  m arg in  tha t  
m a k e s  it possib le  to  m a i n t a i n  a herd  
of 6,01)0 a n im a ls  th a t  a l s o  p rovides  
fresh m e a t  lor local E sk im os ,  all of 
w h o m  are s to c k h o ld e rs .  T h e  herd  still  
loses  m o n e y ,  w h ich  m a k e s  it a tax- 
loss earryfo i ward on  th e  hoof,  bu t  the 
s l a u g h te r h o u s e  a lso  is u sed  in s u m ­
m e r  to p rocess  l ish .  Resides, N ana  
s to c k h o ld e r s  are c o n s ta n t ly  e n t e r ­
ta in ed  hy m a n a g e m e n t ' s  a m u s in g  ef­
fo rts  at ro u n d in g  up  th e  re in d ee r .  U s ­
ing  tax -d ed u c t ib le  to y s — hel icop te r s ,
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. I l l l l . l l l .  l I l l i T ' W h t v l o l  VC- 
lucles and dug 
thcy t ty  tn  M-p.ii.ue th e  
if in il i i ' r  111mi th u n d e r in g  
I h i  (Is i l l  wild ca i i l iu u  
|Tlsey Ii ii ik alike am i  a t e  
ciimp.tt i hlc.) N .m a jiImi 
m ines decora tive i | i ia l i iy  
pule that  it sells in  T a i w a n  
lot carving in tu  c ln eks ,  
ash trays  anil l i t t l e  a n i ­
mals, even  tenuleer.

"In  Japan they  u n d e r ­
s tand th e  Alaska m a r k e t  
m u c h  bet te r  th an  a n y o n e  
e lse ,"  says Alex Ra ider ,
Caltsta  Corp. p re s id e n t .
Raider has e n t iced  sev e ra l  
major Japanese c o r p o r a ­
tions, inc lud ing  M i t s u i  
Engineering & S h ip lu ii ld -  
ini;, Ltd. and Kawnslio  In ­
te rna t ion a l  Corp., in to  
joint ven tu res  to  su p p ly  
engineer ing  ex p er t ise  an d  
steel for liuilding o f fsh o re  
oil rigs in the  Bering and  
C h u k c h i  seas. I t ’s n o t  just  
the Asians w ho  are  d o in g  
business w ith  th e  N a t iv e  
corporations. R e m e m b e r ,  
the dozen c o rp o ra t io n s  
control 44 m il l ion  ac re s  of 
the  s ta te  and deal w i th  th e  
major U.S. oil c o m p a n ie s ,  h a n d l in g  
service and c o n s t r u c t io n  c o n t r a c t s .  
N atives  and o i lm e n  lobby  to g e th e r  
against e n v i r o n m e n ta l i s t s  for sa le  of 
Alaska oil to (apan.

In the  m ain , th e  N a t iv e  c o rp o ra ­
tions have staked  t h e i r  fu tu re  o n  r e ­
source d ev e lo p m e n t ,  w i th  n ea r ly  e v ­
ery corpora tion  in v o lv e d  in jo in t  v e n ­
tures w i th  oil  c o m p a n ie s .

i ' l l  i n u l a  

A m c x  

t u n e .

g a s  le s e r v e s .

I'lacci 
■mean- 

oil and 
C ook  Inlet

/><>i;ir l/ iit ji. a  Tsiinsliitni li it lim i trim  />' ii Svttlti.dvt i l im '/u r  
Learning llial a  strong dollar doesn't always help.

T h e  m o s t  p ro f i tab le  N a t iv e  c o rp o ra ­
t ion , C o o k  Inlet Region, Inc., is  s e e k ­
ing a b lend  of Pacific  R im  an d  d o m e s ­
t ic  m a r k e t s  t h a t  o th e r  N a t iv e  c o rp o ra ­
t io n s  arc t ry in g  to d u p l ic a te .  C o o k  
In let  P re s id en t  Roy H u h n d o r f  says i m ­
p ro v e m e n t  of coal prices co u ld  m a k e  it 
e c o n o m ic a l ly  feasib le  to  sh ip  to  Japan 
from  th e  c o rp o ra t io n 's  m ass iv e  Beluga 
coa lf ie ld  nea r  A nchorage , to  he  o p e r a t ­

e s  going  to  su c k  tn  iiimt 
v e n tu i c s  w ith  expert nper- 
a to r s  like Aren anil T e x a ­
c o ,"  says H uhndiir l .

T h e  N a tive  corpora- 
l i o n s  a lw ays  look for v e n ­
tu r e s  th a t  will em p loy  
sh a reh o ld e rs ,  a n o t io n  
t h a t  p roduces co m p a n y  
t ic s  ak in  to th e  Japanese 
erad lc-to -g rave  e m p lo y ­
m e n t  approach . T h e  N a ­
t iv e  leaders s tr ive  10 c r e ­
a te  sh a reho lde r  loya l ty— 
W il l ia m  L. Hensley , p res i­
d e n t  of N ana  D ev e lo p ­
m e n t  Corp., a N an a  s u b ­
sid ia ry , ca lls  it "S ivuniig- 
v ik , "  sp irit  in E sk im o — to 
w o r k  agains t  th e  t e m p ta ­
t io n  to sell ou t  w h e n  1991 
c o m e s  around.

T h e  N a t iv e  co rp o ra ­
t ions ,  how ever ,  h av e  lost 
a friend w i th  th e  re s ig na­
t io n  of lam es  W att ,  th e  In­
te r io r  Secretary . W att  had 
p u sh ed  hard  to u n lu c k  
th e i r  lands for exp lo ra t ion  
an d  to  get th e ir  land t i t les  

to  t h e m .  H e  put federal law yers  to  
w o r k  on  p ro jec ts  to  m ak e  the  N a t iv e s  
s e l f - su f f ic ien t ,  even  if it m e a n t  f igh t­
ing  T h e  Sierra C lub , w h ich  it has. As 
h e  to ld  Fdkues  before h is  res igna tion , 
" T h e  n o - g ro w th  ad v o ca te s  w h o  try  to 
d e s t r o y  th e  su ccess  of these  co rp o ra ­
t i o n s  s h o u ld n ' t  he to le ra ted ."

But t h e n  W a tt  believed in se lf-re li­
a n c e  for th e  N a t iv es ,  not h a n d o u ts .  ■

On native ground

T hese  12 c o rp o ra t io n s ,  e s ta b l i sh e d  by C o ngress ,  c o n ­ b u s in e s s e s  and m a n a g e th e  a s se ts  to m ak e  A laskan
trol m ost  su b su r fa c e  and  su rface  ri gilts to 44 m il l ion N a t iv es  se l f - su p p o r t in g T h e y c a n ’t sell  'h e i r s to ck
acres of Alaska anil w e re  g iven  S962.5 m i l l io n  to set op u n t i l  1991. H e re 's  a s i t u a t i o n  repo r t .

• Settle- Long
1111*111 iftni • Cnrrcni Current

Kipiiriing Stock- Acreage iiuiiicy Equity ill'll! assets liabilities Earnings Equity
Corporation year holders (mill ions) ------------ (in ....... sands] per share per share

Alima 1 tie 1983 1,074 1.8 SI 5,085 SI 7,755 S 877 512,304 S 1.354 S 2.69 SI 7.34
Aleut Corp 1982 3,24 V 1.5 19,504 15,839 2,110 8,346 1,208 1.53 48.75
Arctic Slope llcgintml Corp I9H2 3,733 5.2 22,535 20,(X)2 16,299 15,684 14,938 (18.38) 50.84
Bering Straits Native Corp 1981-82 7,4 2S 2.2 51,225 8,360 24,391 5,640 3,404 15.01) 13.20
llristol Bay Native Corp 1983 S,40l 3.2 32,695 37,194 14,527 7,980 3,761 5.88 62.87
Calista Corp 1982 13,306 6.5 80,133 54,716 23,865 21.571 3,600 1.18 41.12
Cliugach Natives Inc 1982 1,90H 1.0 11.454 6,049 906 8,828 9.710 14.621 31.64
Cook Inlet Itegion Inc 1982 6,264 2.4 43,026 75,880 9,685 65,209 26.677 24.98 121.14

Dnyim Ltd 1982 9,491 12.2 53,609 57,991 3,374 11,602 19.144 0.74 64.00
Knniag Inc |9 nuts ending 3/31/82) 3,432 1.1 26,904 15,043 2,886 8,696 8,315 I3.33J 33.35
Nana Itcginiial Com Inc 1982 4,828 2.3 43.583 44,669 2,751 20,594 20,184 1.80 60.85
Sealaska Corp 1982 15,787 0.6 203,948 1 76,(XM> 36,88V 100,756 101.828 117.721 111.41

X t l l l t t *  ttrnfm* ilh  o i \ ' t i i i i i n i i l  i%y*0U
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B. The Market for Alaskan Timber Products in Korea

Korea is a country of few forest resources but a.sizeable.wood-products-----

industry that relies heavily on the export market. It exports large 

volumes of plywood worldwide and some lumber to Japan and the Mucle East 

where Korean contractors are very active.

1. Market Structure for Alaskan Timber

Our investigation of the Korean market showed that only four firms import

from southeast Alaska and one of these, a red cedar importer, was beyond 

the scope of the study. Each of the three applicable users is an 

integrated importer/processor importing hemlock and spruce directly from 

Alaska. The three '.mporters used 75,500 m 3 of Alaska spruce and hemlock 

timber in 1931, most of which (83*) was western hemlock imported by one 

firm. Table 5 summarizes survey results of the tnree Alaskan timber 

imoorters. Alaskan timber represented 29 percent of their total tir.wCr 

volume, ranging from 25 percent to 75 percent. For all Korea, Alaskan 

timber represented only about one percent of the total timber usage ir. 

lsdl.

2. End Use

The greatest single use of Alaskan timber is western hemlock in nidcen 

interiors of houses. Western hemlock is also used in exposed house

interiors and boxes and crates. Sitka spruce usually goes into the crowing

musical instruments industry, particularly Korean pianos.

3. Timber Quality and Desirable Characteristics

Most Korean concern about quality pertain to Sitka spruce which is used in 

the higher valued musical instruments industry. They are less concerned 

about the quality of western hemlock which they use primarily because of 

price consideration. The quality of hemlock logs is not good but 

acceptable at the low price Koreans pay (recently S200 per MBF, p.a.s.).
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Tali 1e 5. Information summary on sawmills importing ST Alaskan timber, Korea 1/

1 tern Survey results

Total annual volume:

Timber processed, all sources 

SE Alaskan timber 

SE Alaskan 1 ocjs (n=l)

SE Alaskan cants (n=2)

SE Alaskan Sitka spruce (n=3)

SE Alaskan western hemlock - all logs

Alaskan timber as 1 of total

Recovery on logs 

Recovery on cants (n=2)

End Use

o SE Alaskan western hemlock logs (n=l)

o SE Alaskan Sitka spruce scants

260,667 m 3

75.500 m 3

67.500 m 3 

0,000 m 3

13,000 m3

62.500 m 3

1 mill - 27%,

2 mills - 75%

Sitka spruce - 65%, hemlock - 60X 

Sitka spruce - 70% and 75%:

50%, House const. - hidden interiors

20%, House const. - cxposei 

30%, boxes and crates

100%, Musical instruments

interiors

]_/ A total of three integrated sawmills were surveyed and to the best of our knowledge they are the only 

Korean users of SE Alaskan Sitka Spruce and western hemlock. Each does its own importing of timber.



Koreans prefer the same Qualities in Sitka spruce as the Japanese; high 

ring count, free of small knots and specific uniform grain angle. There 

have been problems attaining acceptable quality in most of these areas.____

4. General Timber Situation in Korea

Demand

In 1981, total timber demand was 7.3 million m 3 (log equivalents), sawn 

from 11.6 million m3 in 1978. Traditionally, most of Korea's demand for 

timber was for re-export. Recently domestic demand h^s become dominant 

mairly due to declines in the export market. In 1982, domestic demand is 

expected to account for 65 percent of the timber use and lower export 

demand will account for only 35 percent of the log use.

Most of the wood product exports is in the form of plywood, 2.5 million m3 

log equivalents in 1981 or 93 percent of exports. However, this is down 

sharply from a peak of 4.9 million m 3 in 1977.

The reduction in plywood exports is attributed to decreased supplies of 

suitable hardwood logs, more so than reduced plywood markets. Key hardwood 

exporting countries have significantly restricted log exports in recent 

years.

By 1990, Korean forestry officials expect annual timber demand to be 19 

million m3 annually. They expect the domestic demand to be 14.5 million m 3 

and export demand to be 4.8 million m 3. We believe the export demand 

projection may decline faster than the government estimates. Domestic 

demand projections are reasonable if Korea can maintain its economic growth 

and increase housing starts which recently ranged from 200,000 to 250,000



SuDOlV

In 1965 comest ic__t imber_accounted_for_48 percent. of_ the_tota1_supply.______

imports teiame more and more important as the plywood and lumber re-export 

industry grew, and domestic sources supplied only 8 percent in 1978. Their 

proportional importance has increased sharply since 1578, however, up to 16 

percent in 1981. This is largely because of reduced hardwood imports for 

the plywood re-export industry as discussed earlier. The actual volumes 

have been 800.0C0 to 900,000 cubic meters since the mid 1960‘s, topping 1 

mil 1 ion m3 in 1981.

Imported supplies reached a peak of 10.6 million m 3 in 1978, declining to

6.1 million m 3 in 1981. Most of this decline has been in the hardwood area 

and while the volume of imported softwoods is down some. Softwoods now 

represent a larger share of imports, 22 to 23 percent in 1978 to 1531 

versus 3 percent in 1975.

5. Trends and Opportunities in the Korean Market

Due to a combination of increased demand for softwood and limited domestic 

resources, use of North American softwoods will presumably grow. Most of 

this will be in the form of logs but the share of orocessed timber is 

expected cc grow.

If Alaska suppliers can be price competitive, they should expect increased 

exports to Korea. If current manufacturing practices hold, demand for 

Sitka spruce in musical instruments should increase. Hcwcer, if spruce is 

replaced by other woods in piano keys, legs and frame, sprue.: emand could

decline but such substitution c es not appear likely.

While Korea can probably use more hemlock in the future, their actual 

hemlock imports will depend on what the Japanese do. If the Japan market 

strengthens, the Koreans will not likely compete with the Japanese for' 

hemlock logs and cants. They will seek lower cost and lower quality 

substitutes. Thus, relative to Japan, the hemlock market in Korea does not 

look particularly good.
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• Alaskan Sitka spruce is preferred over essentially all foreign 

spruces. Assuming prices are competitive no major threats to 

substitution exist and Alaskan volume should be a direct function 

of 'Japanese demand_for' spruce.”  At higher prices, subTtitu"tes_do—  

exist and wil1 be used.

• The Japanese sawmills have had problems with quality control on 

Alaskan timber. We recommend Alaskan exporters start a program 

with key traders to identify specific problems and improve 

sorting and grading of timber for Japanese customers.

• The Japanese sawmillers are very interested in discussing their 

trading problems and establishing long-term trading 

relationships.

Korea is a much smaller importer than Japan but offers potential for growth 

in Alaskan timber imports. We offer the following specific conclusion and 

recommendations:

• Korea sawmillers and importers, compared to Japanese, are more 

price conscious and less cuality conscious, particularly 

regarding hemlock.

• We recommend that Alaskan traders develop a sort specifically for 

the Koreans, like the K-sort used in the Pacific Northwest. This 

will complement the need to maintain higher quality and prices 

for the Japanese market. The lower quality material can be 

sorted out and sold to Korea at a fair price.

• Korean plywood mills are facing great difficulty securing 

Southeast Asian hardwood. They may be able to substitute seme 

Alaskan species, e.g., cottonwood or the larger white spruce 

logs, to replace part of the hardwood needs and Alaska should 

investigate this potential.
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Taiwan offers potential for Alaskan timber primarily by increasing volume 

in current use areas. Both spruce and hemlock markets are exploitable and

. current volumes could be increased in multiples. However, even if 

increased the volume scale will be low compared to Japan. *--------------

The People1' Republic of China is a large potential market but the 

purchasing process is complex and not conducive to seller initiated 

marketing. We recommend the Alaskan traders establish a representative to 

work with the U.S. Chinese trade officials (The China National Native 

Produce and Animal By-Product Import and Export Corporation (Tuhsu)) to 

assure that Alaskan exporters are informed about Chinese buy orders and can 

respond accordingly.
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V. THE POTENTIAL MARKETS FOR ALASKAN TIMBER PRODUCTS IN KOREA

A. Backcrouno

Korea is a country with few forest resources, but with a sizeable wood 

products export industry. The domestic torests were heavily cut in the 

later years of Japanese occupation for military construction purposes and 

before they could recover were again cut over for firewood during and just 

after the Korean War. They now consist largely of planted pines, crowing 

slowly on rather poor sites, and planted poplars, plus limited old growth 

hardwoods, pines, and other conifers. The acreage is extensive but 

stocking is low, except in the poplar plantations. Total fores: -:i-ea is 

6.5 million hectares, with an estimated 111 million cubic me:.e-*s of growing 

stock, or 16.8 cubic meters per hectare.

Exports consist mostly of plywood produced from imoorted Southeast Asia

hardwood logs. In recent years American softwood logs r.ave fovicac the

raw material for construction lumber excorted to Japan and the Middle East, 

where Korean contractors are very active. As of 1981, Korea ceoenceo on 

imports for 83 percent of its timber requirements.

B. The Market Structure for Alaskan Timoor in Korea

1. Importers, Sawmills and Channels of Distribution

To the best of our knowledge there are four firms that import from 

southeast Alaska, but only three fall strictly within the sccoe of tnis 

study. The fourth is a red cedar importer and falls ouisice tr.e scope cf 

this study. For the apoiicable cases, the market structure is the same. 

Each is an integrated importer/processor who imports directly *rom Alaska. 

One importer does sell a minor quantity to small independent sawmills.

V-1
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The three importer/processors imported about 75,500 m 3 of Alaskan timber in 

1981 according to survey responses. Most of this, 83 percent, was K-sort 

hemlock logs imported by one firm (Table V-l). Sitka spruce imports 

totaled 13,000 m3 of which 8.000 m3 were cants, in 1980, one firm reported 

they had imported hemlock cants also, but lost money on the venture and 

nave not repeated if.

The Alaskan timber represents about 29 percent of the total volume of the 

three processors and ranges from 27 percent to 75 percent. For the total 

Korean industry, Alaskan imports represented only about one percent of 

total timber usage in 1981.

2. End Use

As shewn in Table V-l, the greatest share of the Alaskan timber, 31,25C m 3 

of western hemlock, went into hidden interiors of houses. The remainder o*' 

the western hemlock was used in exposed house interiors and boxes ar.c 

crates. Sitka spruce, logs or cants, usually went into the growing musical 

instruments industry, particularly Korean pianos.

3. Preferences

Korean preferences for Sitka spruce require a high ring count, an even knot 

distribution and a specific uniform grain angle. They tend to oe less 

concerned about quality characteristics in hemlock which is used in lower 

value or hidden end products.

In the case of the hemlock logs, they are generally satisfied and acceot 

the trade-off in quality for the low price they pay (recently 5 200 per MEF, 

FAS). Alaskan logs are criticized, however, for a high percentage of 

center defects. While specifications ao allow up to 40 percent deduction 

from gross for these defects, the usual deduction is less than 20 percent. 

Also, the overall recovery rate on logs is relatively high, 60 percent, 

considering the low grade of logs imported.
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Table V-l. Info'-iiiation summary on sawmills importing St Alaskan timber, Korea \J

I tern

Total annual volume:
i

» Timber processed, all sources

• Sf. Alaskan timber

• SE Alaskan logs (n=l)

• SE Alaskan cants (n=2)

• SE Alaskan Sitka spruce (n=3)

• SE Alaskan western hemlock - all logs

Alaskan timber as % of total

Recovery on logs 

Recovery on cants (n=2)

End Use

i SE Alaskan western hemlock logs (n=l)

* SE Alaskan Sitka spruce cants

Survey results

260.667 m3

75.500 m 3

67.500 in3 

0,000 m 3

13,000 m3

62.500 m 3

1 mill - 27%,

2 mills - 75%

Sitka spruce - 65%, hemlock - 60% 

Sitka spruce - 70% and 75%

50%, Mouse const. - hidden interiors 

20%, Mouse const. - exposed interiors 

30%, boxes and crates

100%, Musical instruments

1/ A total of three integrated sawmills were surveyed and to the best of our knowledge they are the only 

Korean users of SE Alaskan Sitka Spruce and western hemlock. Each does its own importing of timbe-'.



Preferences or criticisms of Ihe spruce timber were at least more vigorous, 

if not Tore serious. One irr.Dorter notes that only 40 percent or so of the 

Sitka spruce is really suitable for sounding boards in pianos, its intended 

use. They complain about knots, unacceptably wide grain, wavy grain, pitch 

pockets, or lines, excessive hardness and instability in drying. As a 

result of these defects, one processor has accumulated about 500 MBF of 

material that they car.nct use--presumably it could be used for legs but the 

requirement for legs is not large enough to use defective material. In 

contrast, the other Sitka spruce importer did not have major complaints 

about quali ty.

C. The General Situation for Timber in Korea

Given the status of Alaskan timber imports in Korea, we now provide an 

overview of the aggregate timber market. Topics covered include demand and 

supply which will lead to a final section on opoortunities for Alaskan 

timber in Korea.

1. Demand

The total demand for timber in Korea was 11.6 million cubic meters (log 

equivalent) in 1973, declining to 7.3 million in 1981. The Office of 

Forestry forecasted, about a year ago, that 1982's demand would be up to 

8.3 million cubic meters. 1982 data were not available at the time of the 

visit, but it is apparent that there has been an appreciable increase over 

1981. Table V-2 shows the demand from 1965 to date by category of domestic 

use, and by domestic vs. re-export reouireme.nts.

According to the Korean Office of Forestry, Korea's domestic needs were 

much less than those of the Korean re-export industry through the late 

1960's and up to 1977. During those years the re-export sector took almost 

60 percent of the total demand, reaching 66 percent in 1976. Still, its 

importance has declined recently, and is likely to decline even more in the 

future.
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Table V-2. Korea's wood products demand

1965 1970 1975 1978 1979 1981 1932

1000 m-> 1 _ ; _ _ _ r
c u u i v o i c i i t a ----------

Domestic use

Pit props 304 450 5 4 > 617 626 623 637
Pulpwood 41 206 183 313 233 497 737
Plywood - - - 541 1,792 1,245 1,132
Other 403 1,057 2., 159 4 ,375 3,965 2,115 2,911
Total 748 1,713 2,839 6 ,346 o ,616 4,585 5,417

Export use

Plyv/ood 511 2  , 2 7 3 3,2.26 4,523 3,031 2,497 2,413
Other 1 17 350 737 i ,293 183 460
Total 5 T l ' .2 ,28/ 3 ,S7o 5 , 2 6 5 4,324 2,680 2 ,8/3

Total Demand 1,259 4,000 6,465 11,511 10,940 7,265 2,290

Note: 1932 figu res are a forecast perpared at the end of 1981, appa rently

reasonably accurate.

Source: Assembled from data obtained from the Korean Office of Forestry.

v
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a. Gomest’c recuirements

The categories of domestic use into which the Office of Forestry groups its 

figures, and which are shown in Table 7-2, are pitprops, pulpwood, plywood 

ana general use (presumably lumber in its various applications and particle 

board). The plywood and general use categories cover housing and other 

construction, furniture and musical instruments, and boxes and crating 

material.

Since Korea is heavily export-oriented, an unknown but certainly quite

large part of domestic use should perhaps be assigned to the re-export \

sector - e.g., furniture, musical instruments and the packing materials

needed for all kinds of export items. These requirements would exist in

most countries, but in Japan and the United States, for example, they are

small compared to other domestic needs. In Korea, they probably inflate

domestic demand to a significant degree.

Domestic use peaked in 1973, at 5.5 million cubic meters, declinea to -.5

million in 1931. Government stimulation of the housing industry was to

increase domestic use to '5.4 million in 1982.

The current rate of housing starts is between 200,000 and 250,000 annually, 

and is expected to increase slightly. Data were not available cn the 

number of multi-unit vs. single-family dwellings. However, in terms of 

wood use it is probably not as significant as in Japan because there are 

very few wood-frame buildings.. Wood is used primarily in door and window 

frames, floors, ceilings and roofs to some extent, doors and some 

cabinetry, and in concrete forming.

The volume of wood used per housing unit is estimated to be 7.1 m3.

Housing, therefore, would be using 1.4 to 1.3 million cuoic meters per [

year, plus whatever is used temporarily for concrete forming, perhaps 

another 0.2 or 0.3 million. Plywood and general use took 3.5 million cubic 

meters is 1931, so roughly another 0.5 million were required for other 

construction, furniture, crating, etc.
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b. P.e-exDort

Starting in the early 1960‘s, Korea became the world's most important 

in-transit processor/producer of hardwood plywood, using Southeast Asian 

logs. This activity peaked in 1977, with 4.9 million cubic meters of 

1ogs— ha 1 f of Korea's total log requirements in that year. It has since 

dropped sharply, to 2.5 million in 1981.

Reduced plywood markets in North America, Europe, Japan, etc. are not the 

only factor in the decrease in Korea's plywood re-export trade. The 

declining availability of suitable logs is more significant and promises 

more future problems for the industry. Indonesia and the Philippines have 

severely restricted log exports, leaving only Papua New Guinea and the 

Malaysian states of Sabah and Sarawak as places from which logs may be. 

exported on a reasonably open market basis As a result, Korea must compete 

with Taiwan, Singapore and Japan for these remaining log sources.

The Korean plywood industry has two ootions for dealing with this oroblem. 

They are:

• shift their operations to the resource country which many 

companies either have done or are planning to do. This, of 

course, removes their log requirements from Korea's total demand.

• Substitute other woods for Southeast Asian hardwoods, in core and 

cross-band veneer. The possibilities include Korean plantation 

poplar, cottonwood from North America, tight-knotted so'twood 

logs from North America, or imported veneer of softwoocs, aspen, 

etc.

Korea also exports lumber, moldings and other remanufariured wood products, 

although this is much less important than plywood export. The raw material 

for this includes North American softwoods, re-exported to Japan and to



Korean construction comoanies working in the Middle East. This sector took

1,293,000 cubic meters or logs in 1979, dropping to 183,000 in 1981 ana 

supposedly increasing to ^60,000 in 1982.

Export statistics cast doubt or. the above figures, however. In 1981, Korea 

apparently exported 262,000 cubic meters of lumber, moldings, and other 

processed lumber of which 219,000 cubic meters were softwoods for Japan and 

the Middle East. Probably about 400,000 cubic meters of logs would have 

been needed to produce this volume, suggesting that lumber re-export is 

much more important than the 183,000 cubic meters sncwn in Table '1-2.

c. Future demand

The Office of Forestry has prepared a forecast of timber demand anc supply 

up to the year 2030. This was done in 1978 and their estimate for 1980, 

not surprisingly, missed sionificantly as the world-wide economic climate 

suddenly worsened. Their long-term forecasts are presumably more reliable, 

if their analysis of underlying comestic trenas is soundly based. These 

forecasts are:

Domestic Export

use use Tota1

------------------ million cubic meters — ---- ---------

1990 14.5 4.3 19.3

2000 19.5 3.0 22.5

2010 22.7 2.5 25.2

2020 24.6 2.0 26.6

2030 25.6 1.5 27.1

I

It would not be surprising if the export sector's demand aecl'ned faster 

than these figures suggest, particularly with respect to piywooa. As 

domestic demand increases and as the plywood industry struggles with its 

raw materials problems, a larger decline in exports is possib1
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2. SuddI v of Timber

a. Domestic supplies

|
In 1965 domestic timber accounted for 48 percent of the total supply. 

Imports became more and more important as the plywood and lumber re-export 

industry grew, and domestic sources supolied only 8 percent in 1978. Their 

proportional importance has increased sharply since 1978, however, up to 

16J in 1981. This is largely because of reduced imports for the plywood 

re-export industry as discussed earlier. The actual volumes have been

800,000 to 900,000 cubic meters since the mid 1960's, topping 1 million in 

1981.

Oata were not obtainable on the species composition of domestic production, 

but from our knowledge of Korea it estimated that well over he;:' would be 

pine, about one-tenth plantation poplar, and the balance otner conifers, 

oak, chestnut and miscellaneous other nardwooas (e.g., walnut, persimmon, 

Paul ownia).

Domestic logs are mostly small and of ratner low grade and poor form.

Their end uses are:

• Conifers: construction, generally utilizing small cross-section

and short lengths.

• Poplar: packing material, chcosticks, blockbnard.

• Hardwoods: furniture, sliced veneer (particularly in narrow

widths and short lengths for items such as plywooc parquet), and

specialty purposes such as golf club heads (pers :mmcr.), and 

Japanese-style solid or veneered furniture (Paulownia).

Table V-3 shows the sources of Korea's timber supply from 1965 to cate.
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Table V-3. Sources of Korea's timber supply

Source and species 1965 1970 1975 1973 1979 1981

~-innn mi 1

Domestic supplies 503 845 896 996 952 1,130

Imports
-

Tropical hardwood 718 2,863 5,116 8,197 7,886 4,792

Softwood

North American 18 236 443 1,719 1,252 929

Chile 2. New Zealand 20 56 - 632 832 414

Total 33 292 448 2,401 2,084 1,343

Other 5 17 18 -

Total 756 3,155 6 , 6 6 9 10,615 9,983 6,135

Total supplies 1,259 4,000 6 ,465 11,611 10,940 7,255

Source: Assembled from data obtained from the Korean Offi cs of Fores try.



b. linoorts

Imports reached a peak of 10.6 million cubic meters in 1978, declining to

6.1 million in 1981. Industry sources consider an increase to 6.3 million, 

likely in 1982. Southeast Asia and the South Pacific are the principal 

sources, and trom 1965 to 1977 this area supplied 85-95 percent of imports. 

Softwood imports increased sharply in 1978, and as of 1981 they reduced 

tropical hardwoods' share of the market to 72 percent.

Tropical hardwoods are used mostly for plywood, but also for otner purposes 

such as lumber and remanufactured product exports, furniture, domestic 

moldings, window frames, and construction. Table V-4 compares the Office 

or Forestry data on domestic and excort plywood raw material reguirements, 

and on trcpical hardwood imports, in order to get some idea of the hardwooa 

volume that gees into these uses.

Softwood imports have so far come mainly from the United States. Mew 

Zealand and Chile are suppliers of Monterey pine, accounting for aoout 27 

percent in 1381. Korea has also started to buy Siberian legs, either 

transshipped or redocuirented in Japan. There has been seme imports from 

Canada in the past few years, the volume is not available. We suspect that 

it is quite sma11.

With a few exceptions, Korean importers have but one criterion for 

softwocds--price. Colo- , grain character!sties, kr.ot placement, ring count 

and log size mean little. Knot size is of some significance, however, 

since Korea, like other Asian countries, uses lumber in some very small 

cross-section, it does not seem to be a serious problem. Also, logs with 

smaller knots are selected for this type of end proouct. One product that 

o n  accept large knots, provided they are tight, is crating material for 

machinery exports, etc. Moncere> pine, from Mew Zealand anc Chile, is used 

for this, as it is in Japan.
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Table V-4. Korean plywood requirements and tropical hardwood imports

Item 1973 1979 1SS1

-1000 m J log equivalents--

Plywood requirements

Domestic 541 1,792 1,345

Export

Total

4,528

5,069

3,031

4,823

2,497

3,842

Tropical hardwood imports 8,197 7,386 4,792

Tropical hardwood used for 

lumber, moldings, etc. 

(domestic and export)

3,128 3,063 950

Source: Assembled from data obtained from the Korean Office of Forestry

and the Korean Traders Association.



VJest Coast exoorters prepare a class of logs for the Korean market, 

appropriately called "K Sort." Ideally this consists of small 

second-growth legs, in long lengths, so that the Korean mills can benefit 

from the very high Scribner M8F/cubic meter conversion factor. While the 

Japanese market accepts small logs (down to 6":), * . Lyreans also accept a 

considerable degree of roughness, i.e. more knots, sweep, crook bark seams, 

center rot and, catfaces. The Korean market will also accept larger logs 

with considerable center defect (say, up tc 35-40 percent of the gross 

volume), provided it is scaled out and the poorer stowage on board ship is 

accounted for in the price.

U.S. lumber grading rules are not applicable to Korean usage, because with 

a wide variety of small sizes the Korean sawmillers can recover clear 

lumber where U.S. sav/millers could not. However it may be useful to 

describe Korea's lumber use in terms of these rules to prcvice an icea cf 

what is needed from their softwood supplies. Some characteristics are:

A moderate amount of imorovement in recoverv--upgrading from 

purchase basis by remanufacturing into small sizes. This end 

result, achievable directly in the sawmill, will not be very 

large because most of the logs imported are small second-growth, 

with tight knots.

• A moderate amount of utility grade lumber, used domestically,

probably most of it as boxes or packing material.

• A moderate amount of Standard grade, used domestically or

exported to Japan or the Middle East.

t Some Construction araGe--probao1y most of which is exported to

u 3 pd n .

A little Mo. 1, Select Structural, Shop Graces, or Clears, 

probably used locally for miscellaneous special uses or exported 

to Japan.

'/-13
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Two exceptions to these remarks are:

• Sitka spruce for the musical instrument manufacturers, whose 

requirements are even more stringent than those of their Japanese 

counterparts. Korea does not have the same cutlets as Japan for 

spruce which, while not meeting musical instrument 

specifications, is still of rather high grade, and

• Red ceoar, which has come into fashion in Korea for wall 

panelling. In this case the Koreans are forced into taking lower 

grade sawlogs in order to get the larger logs that yield clear 

lumber for panelling; the lower grade logs then go into general 

uses, probably including crating.

D. Trends and Opportunities in the Korean Market

1. Future Timber and Lumber Sucolies

The production forecasts developed oy the Office of Forestry indicates an 

aggressive production level for domestic timber. Supplies are projected to 

increase to 13 million m 3 by 2030 or 42 percent of the projected demand in 

that year. By 1990, however, domestic supplies are expected to be at only 

the 3 million m3 level, or 15 percent of demand. These forecasts rely 

heavily on poplar, which of course grows much faster than any native 

species. Poplar volume is expected to reach a plateau of 5 million cubic 

meters per year by 2010.

Imports are forecast to grow, with domestic demand, to 16.4 million cubic 

meters in 1S90, but to decline to 14.1 million in 2030, as domestic 

supplies increase. The importance of North America as a suooly source is 

likely to increase, as Korea's overall demand comes to consist more of 

domestic construction needs and less of (mostly plywooG) re-export raw 

materi al.
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Table '/-5 shews the Office of Forestry's estimates of where supplies will 

come from between now and 2030, plus cur own estimate of how much .North 

America might provide. Our estimate is based on these assumptions:

• Korea's re-export industry will continue to have difficulties 

competing for South Seas hardwoods to supply the necessary 

component for the plywood component.

• The domestic plywood requirement will account for about one-third 

of total domestic demario. A part of the domestic demanc will be 

filled by softwood plywood imports; some softwoods will be used 

for veneer in domestic plywcod production.

9 As a result of increasing difficulty in obtaining tropical

hardwood logs, tr.e volume of tropical hardwoods usee for purposes 

other than plywood will decline. The combined domestic and 

export plywood demanc will approximate the extent of trtaical 

hardwood imports.

Up to now Korea has imported almost all its 'lumber requirements as logs, 

with relatively little material in cants, squares, lumber, particle beard, 

etc. From our analysis of the market, we believe Korea will gracually 

import more and more finished of semi-finished wood proaucts. !: is 

difficult to quantify this, but the areas in which such imports are likely 

to show the most growth are:

• Korean specification construction lumber sawn in flortn American

mills from K Sort logs--simiiar to those mills that new produce

to Japanese specifications,

• hardwood lumber as by-products of Korean plywcod ooe-at'ons in

Indonesia, etc.,

• softwood veneer and plywooa, ana

V-l 5
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- 1988 1990 2000 2010 2020 2030

ctju i va i ci

Domes tic supplies

Native species 1.4 1.5 2.0 4.0 o.O 3.0
Poplar 0.9 1.5 4.4 5.0 5.0 5.0
Total 2.3 3.0 6.4 s.o 11.0 13.0

Imports

North American 4.8 5.1 4.7 4.4 3.9 3.0
Other areas 10.9 11.3 11.4 11.3 11.7 11.1
Total 15.7 16.4 16.1 16.2 15.6 14.i

Total 18.0 19.4 22.5 25.2 26.6 27.1

Source: Assembled from data obtainea frcm the Korea n Office of Forestry.
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* North American particle board.

2. Opportunities for Alaskan Timber Species

Within the general setting, it is also possible to gain some insight about 

opportunities for Sitka spruce, western hemlock and seme other Alaskan 

products.

a. Sitka spruce

As mentioned, the Korean musical instrument industry uses about 5 million 

8F or (13,000 cu. m.) of spruce per year. This figure is likely tc 

increase somewhat, according to the largest piano manufacturer. They 

report increasing demand for Korean-made pianos, and to satisfy this they 

are increasing their capacity. Within a couple of years the total demand 

will probably be about 7 million 8r or (18,000 m 3).

Also as mentioned, the demand could theoretically be halved, or at least 

reduced, if spruce are supolied only in sounding coara Quality ar.c basswood 

and other species are used for keys, legs, etc. In practice, basswood 

might not be as convenient to import as spruce, and so it seems ratr.er 

likely that spruce will maintain its position.

Since even the highest grade log is bound to contain consiaeracle non-music 

grade material, we think it is reasonable to say that cants, containing as 

c;uch as possible of music grade cuttings, would be preferred if the 

end-users could get them. Some of the smaller companies are .new making 

efforts in this direction.

b_. Hem lock ano lower grade spruce

Only a very small percentage of Southeast Alaska hemlock ana soruce is 

really suitable for the Korean market - top grade spruce for musical 

instruments, ana small, knotty and preferably sound logs of aitner species.

. . .  •
r
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What lies in betv/een is too good, in the sense that it possesses 

characteristics (tight grain and generous yield of clear lumber) that 

command a premium in Japan but are in most cases of no importance in Korea.

Korea's current log imports from Alaska are covering not only the small lev/ 

quality, knotty logs but also the next layer of quality upwards - as 

previously described, logs that will yield a considerable amount of clear 

lumber but which have a lot of defect. This is probably due to two 

factors:

*
• the current low prices for all logs which brings more logs within 

the range that Korean importers are willing to pay, and

• the overall lower level of logging activity in the Pacific 

Northwest, which reduces the volume of K Sort logs available 

there.

When the Japanese market improves, or as the yen strengthens against the 

dollar, it is almost certain that some of the logr now being bought by 

Korea will be priced out of the Korean's reach, and either imported by 

Japan in the round or custom sawn into cants. When this happens exports to 

Japan from the Pacific Northwest will pick up, producing more K Sort legs 

as a kind of by-product; some of the Koreans' buying will presumably then 

shift back to that area.

One might suppose that the small percentage of "true K Sort" logs produced 

from National Forest land in Southeast Alaska could be sawn into cants that 

would then be suitable and reasonably priced for the Korean market. Vie do 

not think so, for these reasons:

• such logs are, at most, 15" i«. diameter, and the lower 

productivity with small logs makes the canting process 

inordinately expensive, and
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i with larger logs, the cost of producing cants (nay be partly

offset by a real freight sav’ng, as defective material is sawn 

out. With small, knotty but reasonably sound logs this saving is 

not available.

In short, these logs should, perhaps, be available for export to Korean in 

the round.

c. Red cedar

Unless red cedar panelling is a passing fad, th? projected growth of Korean 

domestic demand, based on housing and other building construction, will 

mean more demand for red cedar, and more opportunities to supply it tc 

small scale importers or end users in the fcrm of cants.

d_. Other Alaskan possibilities

Moving north and west along the Gulf of Alaska coast, the percentage cf 

logs that are suitable for Korea rises sharply. In places such as 

Seldovia, Port Chatham and Ar'ognak and Kodiak Islands aoout half cf toe 

volume could be considered K Sort.

Possibilities for Korea's plywood industry exist in cottonwcoG, wnite 

spruce,- and perhaps birch, is log or maybe even veneer imports.

In general, the Korean market prospects are good . >r high grade soruce logs 

or cants and for red ceaar. The market size is small compared to -Japan, 

however. The Korean market does not look particularly gooa for hemlock or 

low grade spruce, as Koreans will not compete price-wise with the Jacanese 

for this timber. As described above, some other Alaskan timbers also have 

some market potential and deserve some attention.
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^ 0  AOGA PROPOSED TESTIMONY ON HOUSE BILL NO. 680 

lK , V HOUSE L7\BOR AND COMMERCE COMMITTEE

( f f MARCH 7, 1984

Goad-in even i ng_ Ilmj Ba^e—Yes-l-andy Senior Staff Environmental Engineer
f flxrxT

with Shell Western E & P. IJ-m- representing the Alaska Oil and Gas 

Association bh-i-s mblTTing" and I will comment on the proposed Commit­

tee Substitute for HB680.

which is to provide 

the legislation necessary to enable the State to be the sole admin­

istrator of a permitting program for underground injection wells 

related to oil and gas production activities, or Class II wells, as
H o ~  'AaaJj u l ..- J U c

they are identified in the Federal program. I will (f-d-ieeiis-s— fehe- 

: oux suireasons for support.

Without State preemption of the Federal program there will be 

redundant State and Federal programs with nothing but duplicated 

record-keeping and administrative delay as a result.

We have had a concern that existing statutes might prevent the State 

from preempting the Federal program because confidentiality provi­

sions and penalty imposition limits may not meet the Federal re­

quirements. We believe this bill will eliminate that concern.

Our Association prefers that the permitting process for injection 

wells, related to oil and gas operations, be controlled by the



AOGA Comments on HB No. 680 
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state. The regulation of o'1 and gas operations by the Alaska Oil 

and Gas Conservation Commission is an example of regulatory control 

based on well-established knowledge of the regulated activity.

Therefore, we believe the Alaska Oil and Gas Conservation Commission 

is the appropriate administrator of regulations that bear on the 

technical elements of oil and gas operations and it should be the 

sole administrator of Class II wells in the state.

Finally we have seen that the Federal program, as proposed, would 

reduce the production rate of secondary recovery projects (water 

floods) by requiring that current injection pressure be reduced. 

The EPA's basis for lower pressures is no more than a "rule-of- 

thumb" which they acknowledge may be changed on a case-by-case 

review. But, until that review is completed, pressure would have to 

be reduced to comply with the regulations. This reduction would nor 

only reduce current production rates, but ever, if only temporary, 

would reduce the ultimate total production of the formation causing 

revenue losses to both the State and producer. It is therefore a 

matter of mutual urgency.

If the proposed Federal rules are promulgated in the absence of 

State intent and ability to assume the program there will be a loss 

with no measure of compensation.
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We urge the State to assume primacy in the regulation of Class II 

injection wells and we believe this bill contains specific statutory 

language which will serve this purpose.

Thank you.



S t a t  is o k  A i .a s k a

O F F I C E  O F  T H E  G O V E R N O R  

J  IT N  IS A  U

February 13, 1984

The Honorable Joe Hayes 
Alaska House of Representatives 
Pouch V
Juneau, AK 99811

D e a r  R e p r e s e n t a t i v e  H a y e s :

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
Alaska Oil and Gas Conservation Commission. This bill 
would give the state the authority to assume control and 
regulation of injection wells associated with oil and gas 
production, such as salt water disposal or enhanced recov­
ery of natural gas or oil. The U.S. Environmental Pro­
tection Agency currently has that authority. A 1980 
amendment to the Safe Drinking Water Act (42 U.S.C. sec. 
300f -- j) added a new sec. 300h-4 that would allow a
state to obtain primary enforcement responsibility from 
the federal government for those portions of its Under­
ground Injection Control program related to the recovery 
and production of oil and gas. Instead of imposing the 
existing federal regulatory requirement, sec. 300h-4 would 
give a state that authority if the state could demonstrate 
that it had an effective program to prevent underground 
injection which endangers drinking water sources. This 
bill would give the state that authority.

Sincerely

Dill Sheffield 
Governor



QUESTIONS

Hb #680— -3/7/84

MEMO:

F r o m i Me r r i l l  

To: J ohn

1 . )  Ha v e  t h e  f e d s  b e e n  d o i n g  t h i s  e l s e w h e r e ? And  e v e n  i f  we 

PASS TH IS  b i l l  g i v i n g  t h e  s t a t e  t h e  a u t h o r i t y  so  t h a t  i t  m ay

APPLY FOR TRANSFER,  DOES IT  GUARANTEE THAT W E 'L L  GET IT ?

2 . )  I f THE FEDS ARE MAKING TH IS  TRANSFER POSS IBLE ,  ARE THEY 

PROVIDING ANY PROGRAMS TO HELP THE STATE FUND I T ?

A , )  FOLLOW UP: If THERE ARE GOING TO BE FEDERAL FUNDS

A VA ILABLE ,  I S N 'T  THE F ISCAL NOTE RATHER H IGH?
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HB# 680

R u le s  b y  r e q u e s t  o f  th e  G u ve rn o r  
R e la t in g  to oil 5 g a s  r e c o v e r y

ANALYSIS  FOR LABOR I COMMERCE COMMITTEE
7 M a rch ,  198#

T h i s  b i l l  wi l l  b a ^ . c a l l y  g i v e  the  s t a te  a u t h o r i t y ,  e n a b l i n g  it to a p p ly  to 
the  EPA for  t r a n s f e r  o f  a u t h o r i t y  to con t ro l  a nd  r e g u l a t e  in jec t ion  w e l l s  
a s s o c i a t e d  w i th  oil 5 n a tu r a l  g a s  p r o d u c t i o n .  T h e  G ove rno r  in h i s  
m e s s a g e  t r a n sm i t t i n g  t h i s  b i l l  to th e  H ou se ,  s t a t e d :

"T H IS  B I L L  WOULD GIVE THE S T A T E  THE AUTHORITY TO ASSUME 
CONTROL AND REGULATION OF INJECTION WELLS ASSOCIATED WITH 
OIL AND GAS PRODUCTION, SUCH AS SALT  WATER D ISPOSAL o R  
ENHANCED RECOVERY OF NATURAL CAS OR OIL .  THE U .S .  
ENVIRONMENTAL PROTECTION AGENCY CU R R EN TLY  HAS THAT 
AUTHO RITY .  A 1980 AMENDMENT TO THE SAFE  DRINKING WATER 
ACT,  ADDED A NEW SECTION 300h~# THAT WOULD ALLOW A STA T E  
TO OBTAIN PRIMARY ENFORCEMENT R E S P O N S IB I L IT Y  FROM THE 
FED ER A L  GOVERNMENT FOR THOSE PORTIONS OF ITS  UNDERGROUND 
INJECTION CONTROL PROGRAM R ELA TED  TO THE RECOVERY AND 
PRODUCTION OF OIL AND GAS.  INSTEAD OF IMPOSING THE 
EX IST ING FED ER A L  REGULATORY REQUIREMENT , S E C .  3 0 0 h - #
WOULD GIVE A STA TE  THAT AUTHORITY IF THE STA T E  COULD 
DEMONSTRATE THAT IT HAD AN E F F E C T IV E  PROGRAM TO PREVENT 
UNDERGROUND INJECTION WHICH ;ENDANGERS DRINKING WATER 
SOU RCES .  TH IS  B I L L  WOULD GIVE THE  STATE THAT A U T H O RITY . "



AOGA PROPOSED TESTIMONY ON HOUSE BILL NO. 680 

HOUSE LABOR AND COMMERCE COMMITTEE 

MARCH 7, 1984

Good morning. I'm Dave Yesland, Senior Staff Environmental Engineer 

with Shell Western E & P. I'm representing the Alaska Oil and Gas 

Association this morning and I will comment on the proposed Commit­

tee Substitute for HB680.

Our Association supports the intent of CSHB680, which is to provide 

the legislation necessary to enable the State to be the sole admin­

istrator of a permitting program for underground injection wells 

related to oil and gas production a c t i v i t y o r  Class II wells, as 

they are identified in the Federal program. I will discuss the 

reasons for our support.

Without State preemption of the Federal program there will be 

redundant State and Federal programs with nothing but duplicated 

record-keeping and administrative delay as a result.

We have had a concern that existing statutes might prevent the State 

from preempting the Federal program because confidentiality provi­

sions and penalty imposition limits may not meet the Federal re­

quirements. We believe this bill will eliminate that concern.

Our Association prefers that the permitting process for injection 

wells, related to oil and gas operations, be controlled by the
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state. The regulation of oil and gas operations by the Alaska Oil 

and Gas Conservation Commission is an example of regulatory control 

based on well-established knowledge of the regulated activity.

Therefore, we believe the Alaska Oil and Gas Conservation Commission 

is the appropriate administrator of regulations that bear on the 

technical elements of oil and gas operations and it should be the 

sole administrator of Class II wells in the state.

Finally we have seen that the Federal program, as proposed, would 

reduce the production rate of secondary recovery projects (water 

floods) by requiring that current injection pressure be reduced. 

The EPA's basis for lower pressures is no more than a "rule-of- 

thumb" which they acknowledge may be changed on a case-by-case 

review. But, until that review is completed, pressure would have to 

be reduced to comply with the regulations. This reduction would not 

only reduce current production rates, but even if only temporary, 

would reduce the ultimate total production of the formation causing 

revenue losses to both the State and producer. It is therefore a 

matter of mutual urgency.

If the proposed Federal rules are promulgated in the absence of 

State intent and ability to assume the program there will be a loss 

with no measure of compensation.
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We urge the State to assume primacy in the regulation of Class II 

injection wells and we believe this bill contains specific statutory 

language which will serve this purpose.

Thank you.



P R O P O S E D  A M E N D M E N T  170. 1 

F O R

C S  H o u s e  B i l l  No. 6 8 0  L  & C

A d d  to t h e  B i l l  a n e w  S e c t i o n  A a s  f o l l o w s  a n d  r e n u m b e r  s u b s e ­

q u e n t  S e c t i o n s  a c c o r d i n g l y :

* Sec. A A S  3 1 . 0 5 . 1 7 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  

to r e a d :

(1A) r e g u l a r  p r o d u c t i o n  m e a n s  c o n t i n u i n g  p r o d u c t i o n  o f  o i l  

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

f o r  t r a n s p o r t a t i o n  to m a r k e t ,  b u t  d o e s  n o t  i n c l u d e  

s h o r t  t e r m  t e s t i n g ,  e v a l u a t i o n ,  o r  e x p e r i m e n t a l  p i l o t  

p r o d u c t i o n  a c t i v i t i e s  w h i c h  h a v e  b e e n  a p p r o v e d  b y  

p e r m i t  o r  o r d e r  o f  t h e  c o m m i s s i o n .



A R C O  A la sk a , Inc. %

L e g a l  D iv i s io n  

P o s !  O lf ic e  B o x  3 6 0  

A n c h o r a g e .  A la s k a  9 9 5 1 0  

T e le p h o n e  9 0 7  2 6 5  6 5 4 0

S t e p h e n  M . W il l i a m s  

S e n io r  A tto rn e y

February 28, 1984

Barbara Herman, Esquire 
Deputy Attorney General 
Alaska Department of Law 
Resolution Tower 
Anchorage, AK 99510

RE: Petition for Rehearing, ARCO Alaska, Inc. to the
Alaska Oil and Gas Conservation Commission

Dear Barbara,

Attached for your review is the Stipula' .on and 
Settlement in the above-entitled matter. Th-s docu­
ment includes the comments we reviewed on Monday, 
February 27, 1984. I have executed 2 original copies 
of the settlement on behalf of ARCO. After you and 
the members of the Commission have executed the 
settlement, please transmit a copy to me.

If you have any questions, please advise me. Thank 
you for your assistance in resolving this matter.

• * — •   -_

S. M. Williams

SMW/ksm

Attachment

A RC O  A laska . Inc. it  a subsid iary of A llan iicR irh firld C o m p an v



B e f o r e  the A l a s k a  Oil a n d  G a s  
C o n s e r v a t i o n  C o m m i s s i o n

In the matter of )
A R C O  A l a s k a ,  Inc. ) S t i p u l a t i o n  a n d  S e t t l e m e n t

)

T h i s  S t i p u l a t i o n  a n d  S e t t l e m e n t  is e n t e r e d  in t o  b y  A R C O  

A l a s k a ,  Inc. (ARCO) and t h e  S t a t e  o f  A l a s k a  O i l  and Gas C o n­

s e r v a t i o n  C o m m i s s i o n  ( A O G C C ) ;

WHEREAS ARCO is the owner of certain acreage located on 

the North Slope of Alaska, including Section 35 of ADL 25649, 

located within the boundaries of the Kuparuk River Unit; and 

WHEREAS ARCO app’led to the AOGCC for approval to conduct 

the West Sak Sands Pilot Project to determine the optimum 

techniques for development of the West Sak Reservoir, and 

gather data for use m  pool rules hearings; and

WHEREAS the AOGCC approved the West Sak Sands Pilot 

Project by Conservation Order No. 191; and

WHEREAS, since that time, ARCO has conducted the West 

Sak Sands Pilot Project in accordance with Conservation Order 

No. 191; and

W H E R E A S  oil and gas t e s t  p r o d u c t i o n  h a s  e n s u e d  f r o m  t h e  

W e s t  S a k  S a n d s  P i l o t  P r o j e c t  Area; and

WHEREAS ARCO has filed confidential reports setting 

forth the production levels on the West Sak Sands Pilot 

Project Area for the month of December 1983, and January 

19S4; and



WHEREAS there is a d. spute between ARCO and the AOGCC on 

whether the test production must be reported on Form 10-405; 

and

WHEREAS the AOGCC, by Order dated January 25, 1984,

ordered ARCO to file _ the December 1983 production data on 

Form 10-405; and

WHEREAS ARCO, on February 10, 1984, petitioned the AOGCC 

for rehearing and reconsideration in accordance with the 

provisions of AS 31.05.080; and

WHEREAS it is the desire of both the AOGCC and ARCO to 

settle these matters;

NOW THEREFORE, ARCO and the AOGCC agree to stipulate 

and settle these issues as follows:

1. Until the date the pilot production facility to be 

located at the West Sak Sands Pilot Project Area commences 

normal operations and processes, and treats production from 

West Sak Sands Pilot production wells, or July 1, 1984,

whichever date is earlier, ARCO shall file a monthly report 

on or before the 20th day of the month, commencing with a 

report on March 20, 1984 showing the test production levels, 

injection levels, and other test production data and informa­

tion gathered by ARCO for the previous month. Such report 

shall be in the form and provide the specific information 

inclrded m  the reports filed by ARCO for December 1933, and 

January 1984. These reports will be kept and maintained 

confidential by the AOGCC in accordance with AS 31.05.035(d). 

Such reports shall be in addition to the quarterly report

- 2 -



■.

required by Conservation Order No. 191, Rule 11.

2. Upon commencement of normal operations of the West 

Sak pilot, production facility or July 1, 1984, whichever is 

earlier, ARCO must file all previously filed production 

reports on Form 10-405., or appeal to the Superior Court within 

20 days of July 1, 1984 pursuant to the provisions of AS 

31.05.080(b).

3. The AOGCC agrees to not claim, contend, or bring any 

action against ARCO under AS 31.05.150 of the Alaska Oil and 

Gas Conservation Commission statutes, or contend that ARCO 

violated AOGCC regulations for failure to file Form 10-405 

showing West Sak Pilot test production information so long 

as ARCO is in compliance with the provisions of this Stipula­

tion and Settlement, Conservation Order No. 191, and the 

AOGCC Regulations.

4. Because a dispute exists between ARCO and the AOGCC, 

this settlement shall not be construed as setting precedent 

or predjudicmg any claims, arguments, or contentions of 

either ARCO or the AOGCC with respect to any of the issues 

set forth in this stipulation. Both the AOGCC and ARCO 

agree not to use this settlement as. evidence in any proceeding 

before any court of law or administrative body, except as 

necessary to enforce the provisions set forth m  this stipul­

ation and settlement.

5. The AOGCC order issued January 25, 1984 is hereby

amended to conform to this Stipulation and Settlement.



Agreed to and approved this

1 9 8 4 .

ARCO ALASKA, INC.

B y  -----
.-Stephen M. Williams, Attorney

d a y  o f

ALASKA DEPARTMENT OF LAW

By_  er<-
Barbara Herman

- 4 -



P R O P O S E D  A M E N D M E N T  No. 2 

F O R

C S  H o u s e  B i l l  No. 6 8 0  L  & C

A d d  to t h e  B i l l  a n e w  S e c t i o n  2 as f o l l o w s  a n d  r e n u m b e r  s u b s e­

q u e n t  s e c t i o n s  a c c o r d i n g l y :

* S e c ,  2. A S  3 1 . 0 5 . 0 3 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  

to r e a d :

(i) T h e  c o m m i s s i o n  s h a l l  h a v e  the a u t h o r i t y  to a c t  as 

t h e  j u r i s d i c t i o n a l  a g e n c y  o v e r  a p p l i c a t i o n s  i n v o l v i n g  

n a t u r a l  g a s  p r i c e  d e t e r m i n a t i o n s  f o r  a l l  w e l l s  in A l a s k a  n o t  

u n d e r  f e d e r a l  j u r i s d i c t i o n ,  p u r s u a n t  to t h e  " N a t u r a l  G a s  

P o l i c y  A c t "  o f  1 9 7 8 ,  P u b l i c  L a w  9 5 - 6 2 1  a n d  a p p l i c a b l e  

r e g u l a t i o n s .
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Subpart E— Identification of State and Federal 
Jurisdictional Agencies

[1124,451]

Sec. 274.501 Ju risd ic tiona l agency.

(a) Definition. Except as provided in paragraph (b), "jurisdictional 
agency" means:

(1) with respect to a well the surface location of which is on the OCS, the 
Federal or State agency having regulatory jurisdiction with respect to the 
production of natural gas. The following agencies have notified the 
Commission of their authority in this regard.

(1) for OCS wells located in the Gulf Coast Region:

Area Oil St Gas Supervisor 
Suite 336 

3301 N. Causeway Blvd.
Metairie, Lc 70010

(ii) for OCS wells located in the Atlantic Region:

Area Oil and Gas Supervisor 
Atlantic OCS Operations 

Suite 204 
1725 K  Street, N . W  

Washington, D C  20244

(iii) for OCS wells located offshore Alaska:

Area Oil & Gas Supervisor 
P.O. Box 259 
Suite 109 

800 A Street 
Anchorage, A K  99510

(iv) for OCS wells located offshore California:

Area Oil & Gas Supervisor 
160 Federal Building 
1340 W. 6th Street 

Los Angeles, C A  90017

(2) with respect to a well the surface location of which is on lands within 
the boundaries of a State (including Federal lands anil offshore Slate lands), 
the Federal or Stale agency having regulatory jurisdiction with respect to the 
production of natural gas. The following agencies have notified the 
Commission ">f their authority in this regard:

Fodor.il E n e rgy  R e gu la to ry  C o m m iss io n  
oe? is

§ 2 7 4 . 5 0 1  1 1 2 4 ,4 5 1
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Jurisdictional agency lor wells on

State in which wett ts located Federal lands Other lands

Alabama .........      Area Oil A Gas Supervisor. Suto 204, 1725 Od & Gas Supervisor. State C J A Gas Boaid.
K. S t . N W . Wasbmgion. 0 C . 20006. Drawer O. University. AL 35486.

Alaska ....................    Area Oil A Gas Supervisor, PO  Bo* 259. Od 4 Gas Conservation Commission. 3C01
Suite 109. 800 A Street. Anchoraqo. AK Porcupine Drrve. Anchorage. AK 99501 
99510.

Arizona - .........   Area Oil & Gas Supervisor. PO . Bo* 26124. Oil & Gas Conservation Comrriss’on. Suite
505 Marquette Ave.. N W , A’buqucrque. 420. 1645 W. Jelfcrson. Phocnnr. A2 
NM 87125 -  85007

ArVcnsw................................................. Area Oil A Gas Supervisor. 6136 E. 32nd Oil A Gas Commission. A Division of the Ar-
Place. Tutsa. OK 74135. Kansas Oepl. ol Commerce. 314 Easl Oak.

El Dorado. AR 71730.
Area O il A Gas Supervisor. 160 Federal Department ol Conservation. Division ol 0<l A 

Building, 1343 W rit 6th Street, Los Gas. 1416 Ninth SL. Rm. 1316. Sacramen* 
Anpeles, CA 90017 lo. CA 35014

Ar%-a Od A Gas Supervisor. PO. Box 7859. Oil A Gas Conservation Commission. 1313 
2C02 Fedcial Budding A Post Otfico. Sherman Strcot. Rm. 721. Denver, CO 
Casper. W < 626G2 80203.

Area O l A Gas Supervisor. P O Bo* 26124,
505 Marquette Avo.. NW. Albuquerque.
NM 87125

Area Oil A Gas Supervisor. Suite 204, 1 725 Administrator ol Oil A Gas. p -.eau of Gec'o* 
K Street. N W.. Washington. D C. 20006. gy. Department of Natur/il Resources. 903

W Tcn’.ossco Street. Tallahassee. FL 
32304.

Georgia............................      Area O'l A Gas Supervisor. Suilo 204. 1725 Department of Natural Resources. Gcotoqic
K St.. N.'//. Washington. D C. 20036. A Weler Resources Division, 19 Madm

Luther King Drrve. SW . Atlanta. GA 30334.
Idaho .................................   Area O il A Gas Supervisor, 160 Federal Idaho Public Utilities Commission, Statohouso

Building, 1343 West 6th Street. Los Mad. Boise ID 83720.
Angeles". CA 90017

Illinois. .......................................  Area Oil A Gas Supervisor. Su.lo 204. 1725 Department of Mines and Minerals. Od A Gas
K Street. N W . Washington. D.C. 20006. Division, 704 Stratton OMicc BuikJ.ng, 400

S Sprmq StrOQt. Springfield. H 62706
Indiana ....................  ....... Area Oil A Gas Supervisor. Suite 204. 1725 Department ol Natural Resources. Oil A Gus

K St/col, N W.. Washington. O C. 20C06. D.viSHjn, 606 Siato OHico Bidg. 100 N.
Sonolo Avenuo. Indianapolis. IN 46204.

K- a s ........................   «... . . . . . .. Area Oil A Gas Supervisor. 6136 Easl 32nd Corporation Commission. Stato Offico Build*
Place. Tulsa. OK 74J35. ing, TopcKa. KS 66612.

Koi .ucKy       Area Od A Gas Supervisor. Suilo 201. 1725 Department of Mmcs and Minerals. Oil A Gas
K Street. N W . Washington, D C. 2C006, Dwu.an. Bo* 680. Lexington. KY 40501.

Louisiana   Area Od A Gas Supervisor. 6130 Easl 32nd Olfico of Conservation. Bo* 44275. Baton
Place. Tulsa. OK 74135. Rouge. LA 70004.

Maryland      Area Od A Gas Supervisor. Suilo 204. 1725 Enorgy end Coast*.. Zone Administration. Do-
K Street. N.W. Washington. D.C. 20008. pattmont n? Natural Resources. Tawcs

State C'tice Oldq . Annapolis. MD 21404.
M chigan  Area O l A Gas Supervisor, Sudo 204. 1725 Depart.ncnl ol Natural Resources, Box

K Street. N W . Washington. D C 200CG 3C028. Lansing. Ml 48909
Mississippi   Area Od A Gas Supervisor. Suite 204, 1725 Sttfe Od A Gas Board. Box 1332. Jackson,

K Street. f l W , Washington. D C. 20006 MS 39205.
Montana...  Area Oil A Gas Supervisor. PO  Bo* 2059. Oil A Gas Conservation Division. Ccpartmenl

2002 Federal Bldg. A Post Office. Casper, of Natural Resources and Conservation.
WY 82602 2535 St Johns Avo . Billings. MT 59102. or

PO . Bo* 217. Helena. MT 59601.

California.

Colorado (except for the west 
•anqes of the New Mexico 
Principal Meridian).

(c/)
Colorado (only the west ranges ol 

the New Mexico Pnnepal 
Meridian)

1 1 2 4 , 4 5 1  § 2 7 4 . 5 0 1 F ed e ra l E n e rgy  G u id e lin e s
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Junsdrcboaal agoncy for wolls on

S'ato >n «rt*cn wroil 4 tocatod Fodoral lands Oito lands
Nebraska..

N e v a d a  _______ _______

N ew  M e x ic o  __ ________

Now York —  T

North Cerpfcnf   __

North Cako'a . . .   ______

O h o  _____________________

O klahom a (except mo O sag o  
R eservation).

(or)

Okiahoma (Only mo Osago 
Reservation)

O reg o n  . . ^ . . . .  ___«._______

. A n r . 0*1 A G as S upervso r. P O  Qo* 2659. 
2002 Fodo«ai Bidg A P o st Olltco. C asper, 
WV 82602

A'ca  O il A G as S u re rv is o r .  icO f e d e r a l  
B u ild in g , 13*10 W est 6 th  S tre e t .  L cs 

_  A ng e les. CA 90017

Aroa 0*1 A G as Supervisor. P O  Box 26124. 
M a'cuo lto  Ave., N.W., A lbuquo'quo. NM 
07125.

Area 0*« A G as  Supervisor. S o le  204. 1725 
K S troct. N W . W ashington. 0  C 20006.

Area 0*1 A G as Supervisor. Su*te 204. 1725 
K Strool. N W . W ashington. 0  C 20006.

A rea OH A G as Supervisor. P O  Be* 2659. 
2002 F edera l BMg A P ost O ffce , C aspor, 
WY 82602.

Aroa Oil A G as  Supervisor. Su*ie 204. 1725 
K S t/eo t, N W.. W ashm gion. D C  20006

A rea Oil A G as  Supervitior. 6136  E asl 32nd 
P laco. Tulsa. O k  74135.

0«l A G as  C on se rva to n  Comn*ssK)n. Box 
393. S-dney. NE 6J162 .

departm ent o l G  nservat on and  Natural Po- 
sourcos. Orvs^on of W rera i R osources. 
C ap  to« Comp:e*. 2^1 S Fan Street. C arson 
Gfy. NV 89710

D epartm ent o l Energy and M inerals. Ol C on­
servation O iYisoa Box 2068. S an ta  Fo. NM 
07501.

D epartm ent of Environmental C on so rv ito n . 
Buroau ol M .rerai P eso u /cos . 50 WoH 
R oad. Albany. NY 12233

D epartm ent o l N atural P-* sources and Com . 
mun*ty Developm ent. 5 12  N Sai'Sbuty 
Strool. Raleigh. NC 2 7 6 1 1 .

Geological Survey. University Station. G rand 
Forks. NO 50202.

Ohio D epartm ent o l Natural R esources. 1932 
fleichor Onve. F o u r u  n Squ.vo, C o'um bus. 
OH 43224.

Corporation Com.m.ss»on. J.m Thqrpe Build­
ing. Oviaf-oma Gfy. OK. >3»05.

Pcnn sy i/an io  .

S outh  Carolina ___ ..................___

S outh  D a k o ta   .....

Tennossoe............................... .
T o«as (Easl ol lha  to o th  Mondian)

(or)
T oxas (W osl o t the 100th 

Morid.an).

U tah  (except San Ju an  C oun ty ).. 

(or)

S u p e rin ten d en t O sa g e  tnd.an Agoncy. 
B ureau of Indian Affairs. U S  D epartm ent 
of the Intenor. P flvhusxa. OK 74056.

A rea  O il A G os S u p e rv iso r , 160 Fedora- 
B u ild in g , 13*10 W est 6 th  S trep* . l.os 
A ng e le s, CA 90017 

A 'oa  Oil A Sm s  Suporvisor. >u.to <:u-* i / o  
K StrcoL N W . W ashington. D.C. 20006.

Area 0»l A G as Suporvisor. Su*to 204. 1725 
K St*’out. N W . W ashington. D.C. 20006 

Area Oil A G as S jp rrv .so r . P  0  Box 2d59. 
2002 F ederal Gidg A P ost Otf-co. C asper, 
WY 02602

Area 0*1 A G as  Supervisor. Su*lo 204. 1726 
K S trcot. N W . W ashington. D C 20006 

A /oa 0*i A G as Supervisor. 61JG  Ea*l 32nd 
Place . Tulsa, OK 7 4 U 5 .

A rea Oil A G as Suporvisor. P O  Box 2612*.* 
505 M irquoltS  A vo, N W . AlbuquCfqui), 
NM 07125

A rv i Oil A G as Superv.oor P O  Box 2BS*. 
2002 F ederal B.'dg A P o st Olf*co. C asper. 
WY 82602.

D epartm ent of Gnotogy A Mtnoral i*du*t'«is. 
1C69 S tare  Office B’d g .  P o 'tland . OR 
97201.

D epartm ent of Environm ental R esources. Di- 
vis-on of Oil A G as R c ^ j 'a t’on. 1205 K cis- 
m an  B id q . 100 Forties Aver.ve. Pittsburgh. 
PA 15222

South Caroline Pubt-c S o rvco  C om rm sv 1 \ 
P 0  Dr Jwnr 11649. Coi*rO*4. SC 2921 ' 

Geological Survey, S cience Coxnr Um«or **ry 
VoimuUon. 5 0  57062

Siaio  Oil A G as 3 o srd . G -5  S 'n ie  C f 'c o
B tug . N aihvitie. t n  V 2 ? 9  

Ra iroad C om m .ss.on. O.Mwwf 12367. Austin.
Tx /a/ 11 .

D-vS'on of Oil G as  and  IAp.- h). U tah Depart- 
m eni c l  N atural R esources. 1580 V.ost 
North Temple. S j ' i cake  G ty. UT o 4 P C

U tah  (only S an  Ju an  County)..,

Virginia   ........

W ashington ...................... - .........

W osl V irginia « . ..  .

W yom ing  .........................

A rea 0.1 A G as Supervisor. P O  0 a«  26124 
505 M arqucllo A vo . N W . Albuquerque.
NM 87125

A rea 0*1 A G .is Suporvisor. S .xte 204 1775 Division o l M nos and  Q n v w s .  P O  Drawer 
K S treet. N W W ashington. D C  20096 V. B q  S lone Gap. v'A 24219

A rea  O il A G as S u p e rv iso r , 160 F rr.'iw .i 0*1 A G as Suporvisor, C ep.vtm ent ol N .llurjl 
B u ild in g , 1340 W est 6 th  S tre e t ,  Lcs flusou rcos. O ’sm pia WA 36504.
A ng e les. CA 90017

A rea Oil A G as Suporvisor. Su.to 204. 1 / 5*5 0.1 A G as  D r.ivon. Dapi.rtT.eni of Mines.
K Streol. N W . W ashington. D C. 2 0 J3 8  S lalo  Capitol. C harleston. .VV 25305

A rea Oil A G as Supervisor. P  O Bo* 2659 0*1 A G a s  Conrerval>on C o m 'i.sv o n , Oox 
2002 F ederal BUg A P o st OHiCe, C asper. 2640, C aspor. WY 82602.

Fed e ra l E n e rgy  R e gu la to ry  C o m m is s io n579 00 § 2 7 4 . 5 0 1  1| 2 4 , 4 5 1
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(b) Waiver. In the case of any determin3' ion to which a waiver under 
Subpart C  of Part 274 is applicable, "jurisdictional agency” means the 
Commission.

(c) Federal lands. For purposes of this section, "Federal lands" means

(1) all lands leased under:
(1) the Mineral Lands Leasing Act, as amended, 30 U.S.C. § § 181 cl scq.; 

and __

(ii) the Mineral Leasing Act for Acquired Lands, as amended, 30 U.S.C. 
§ § 351 et scq.; and

(2) all Indian lands which are under the supervision of the United States 
Geological Survey (30 C F R  Part 221); and

(3) all Indian lands which are under the supervision of the Osage Indian 
Agency, Bureau of Indian Affairs, U.S. Department of the Interior.

(d) Divided-interest leases. Unless an agreement under paragraph (f) of 
this section provides otherwise, when: a well is located on a divided-interest 
lease involving Federal (or Indian) and private (or Slate) ownership:

(1) the Federal jurisdictional agcr.cy shall make the determination where 
the majority lease interest is Federal (or Indian);

(2) the State jurisdictional agency shall make the determination where 
the majority lease interest is private (or State); and

(3) the -State jurisdictional agency shall make the determination where 
the lease is divided equally

(e) Drilling units. Unless an agreement under paragraph (f) of this 
section provides otherwise, where a drilling unit is drained by two or more 
wells, the Federal jurisdictional agency shall make the determination if the 
completion location of the well in question is located on a Federal (or Indian) 
lease, and the Slate jurisdictional agency shall make the determination if the 
completion location of the well in question is located on a private (or Slate) 
lease.

(f) A g r e e m e n t s . If the United States Geological Survey and any State 
jurisdictional agency enter into an agreement authorizing such State agency 
to make determinations under Subpart A  of this part with respect to wells 
located on Federal lands, or authorizing the U.S. Geological Survey to make 
such determinations with respect to wells located on State lands, such 
agreement shall be filed with the Commission. Upon the filing of such an 
agreement the agency so authorized in the agreement shall be considered the 
jurisdictional agency /ith respect to wells on the designated lands to the 
extent provided in the agreement.

.0 : 44 F .R . 48664  (August 2 0 .1 9 7 9 )

.1S Historical record.—Section  274 .SOI 
o r ^ in a t e d  in  43 F .R . 5 6 448  (1 2 /1/7 !)). 

e le c t iv e  12 /1 /78 .

Sub section  (a ) , ap p ea r in g  in  43 F .R .
56448  (1 2 / 1 / 7 9 ) . effective 12 /1 /78 , read aa

fo llo w s u n til i t s  am endm ent in 44 F .R . 

48664 (8 / 2 0 / 7 9 ) . effective 8 /1/79 :

(a )  Definition Kxccpl a s  provided in 

paragraph (l>), "jurisd ictional agency" means:

1 (24 ,451  § 2 7 4 .5 0 1 Fodoral Energy G uldo llno i
0)1-7.4
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11) W ith respect to a well on the OCS. one of 

the following offices of the United S ta les 

Geological Survey:

(1) for OCS weds located in Ihe Gulf Coast 

Region:

Area Oil fi Gas Supervisor 

Suite 336  

3301 N Causeway Blvd.

M etairie. LA 70 010

( i i )  for OCS wells located in the Atlantic 

Region:

Area Oil Si Gas Supervisor 

A tlantic OCS Operations 

Suite 204 

1725 K Street. N.W 

W ashington, DC 20244

( i i i )  for OCS wells located offshore Alaska:

Area Oil ft Gas Supervisor 

P.O. Box 25 9  

Suite 109 

8 0 0  A Street 

Anchorage, AK 99 510

( i v )  for OCS w e lls  lo cated  o ffsho re  

California:

Area Oil ft Gas Supervisor 

160 Federal Building 

1340 West 6th  Street 

Los Angeles. CA 90017

(2 )  W ith respect to a well the surface 
location of which is on lands w ithin the 

boundaries of a State (includ ing Federal lands 
and offshore State lands), the agency specified 

In the following table:

(Note: the l is t  o f ju r isd ic t io n a l agen c ie s, 

ap p e a r in g  in 43 F .R . 56448  (1 2 / 1 / 7 8 ) , 

effective  12 /1 /7 8 , is  not reproduced.!

Sub sec tio n  (c ). appea rin g  in 43 F .R . 

5 6 448  (1 2 / 1 / 7 8 ) . effective  12 /1 /78 . read a s 

fo llo w s u n til it s  am endm ent in 44 F .R . 

48664 (8 / 2 0 / 7 9 ) . e ffective 8 /1/79 :

tc ) Fvtlvral /.ini/v For pur|m w s of th is 

section. "Federal lands” means 

( 1 1 a ll lands leased under.

( i i  the M ineral Lands Leasing Act. as 

amended, 3 ') U.S.C. § 5 181 it s ir / . and 

I i i )  the M ineral Leasing Act for Atiuired 

Lands, as amended, 3 0  U.S.C. 4 § 351 <•/ set/. 

and

(2 )  all Indian lands which are under the 

supervision of the United S late s Geological 

Survey t.V iCFR  Part 2 2 1 1 
Sub sec tio n s (d ) and (e ) n ew ly  o rig in ated  

in  44 F .R . 48664  (8 /2 0 / 7 9 ) . effective 8 /1 /79 .

Sub section  ( 0  (fo rm erly  designa ted  as 

sub sec tion  (d )), appearin g  in 43 F .R . 56448 

(1 2 / 1 / 7 8 ) . e ffective 12 /1 /78 . read a s  fo llow s 

u n t il its  am endm ent in 44 F .R . 48664 

(8 / 2 0 / 7 9 ) . e ffective 8/1/79 : 

id )  Aurcvments If the United States 

Geological Survey and any state jurisd ictional 

agency enter into an agreement authorizing 

such state agency to make determ inations 

under Subpart A with respect to wells located 

on Federal lands, such agreement shall lie filed 

w ith the Commission. If such an agreement is 

f i le d , then  such  s ta te  agent y sh a ll In 

considered the ju risd ictional agency with 

respect to wells on Federal lands in such state 

to the extent provided in the agreement

(P art 275 b e g in s  o n  page 14,541.]

Fodora l E no rgy  R e gu la to ry  C o m m iss io n § 2 7 4 . 5 0 1  1 1 2 4 ,4 5 1



(b) Waiver. In tin case of any determination to which a waiver under 
Subpart C of Part 2 /4  is applicable, "jurisdictional agency" means the 
Commission. .v

(c) Federal lands. For purposes of this section, “ Federal lands" means
(1) all lands leased under:
(1) the Mineral Lands Leasing Act, as amended. 30 U.S.C. § § 181 el scq.;

and
(ii)  the M ineral Leasing Act for Acquired Lands, as amended, 30 U.S.C. 

§ § 351 cl scq.; and
(2) all Indian lands which are under the supervision of the United States 

Geological Survey (30C FR Part 221).
(d) Agreements. I f  the United Slates Geological Survey anil any state 

jurisdictional agency enter into an agreement authorizing such stale agency to 
make determinations under Subpart A with respect to wells located on Federal 
lands, such agreement shall be filed w ith the Commission. If  such an 
agreement is filed, then such state agency shall be considered the 
jurisdictional agency w ith respect to wells on Federal lands in such state to 
the extent provided in the agreement.

9 5'17'79 Regulations 14 ,517

[ P a r t  275 begins  on  page  14,5*11.1

Fed e ra l E n e rgy  R e g u la to ry  C o m m iss io n §  2 7 4 . 5 0 1  1 1 2 4 ,4 5 1



U.S. DEPARTMENT OF ENERGY p o rm  Approv id

Federal Energy Regulaiory Commission O M B No 1 9 0 2 - 0 0 3 3
Washington. D C. 20426

(E x p i ie s  1 2 / 3 1 / 8 4 )

APP LIC A TIO N  FOR D E T E R M IN A T IO N  OF TH E  M A X IM U M  LA W F U L 
PRICE UNDER T H E  N A T U R A L  GAS POLICY ACT (NGPA) 

(Sections 102, 103, 107 and 108)

_______________________ G E N E R A L  IN S T R U C T IO N S___________________________________________________

C o m p le te  th is  fo rm  if you  a re  a p p ly in g  for p r ice  c la s s if ic a t io n  u nd e r se c t io n s  1 0 2 ,  1 0 3 ,  1 0 7  or 1 0 8  o f  th e  N G PA .

C o m p le te  e ach  ap p ro p r ia te  item  oh  th e  reverse  s id e  o f t h L  page . T he  code n u m b e rs  u sed  in item s 4  an d  6  can  be o b ta in ed  

fro m  th e  B u v e r /S e lle r  C ode B o o k . If th e re  is m o re  th an  o n e  p u rch a se r or c o n tr a c t , id e n t ify  the a d d it io n a l in fo rm a t io n  in  the 

sp am  b e lo w . A lso  en te r  an y  ad d it io n a l r e m a rk s  in  th e  sp ace  b e lo w . T h e  d a ta  rep o rted  on  tm s fo rm  C' no t co n s id e red  to  be 

c o n f id e n t ia l and  w i l l  not be tre a ted  a s  su c h .

S u b m it  the c o m p le ted  ap p lic a t io n  to  th e  ap p ro p r ia te  J u r isd ic t io n a l A gen cy  a s  lis te d  in  t it le  18 o f th e  C F R , p a r t  2 7 4 .5 0 1 .

If th e re  are  an y  a u e s t io n s , c a ll ( 2 0 2 )  3 5 7 -H 5 8 5 .

S DE C IF IC  IN S T R U C T IO N S

Use the co d e s  in  th e  ta b le  b e lo w  for ty p e  o f d e te rm in a t io n  in item  2 .

Section  of 

NGPA 

la)

Category

Code

lb)

Description

Ic)

102 1 N ew  O CS lea se

102 2 N ew  o n sh o re  w e ll ( 2 . 5  m ile  te s t )

102 3 N ew  o n sh e m  w e ll ( 1 0 0 0  fe e t d eep e r te s t )

L 1 0 2 4 H aw  o n sh o re  re servo ir

102 c N ew  re se rvo ir  on  o ld  O CS lea se

1 0 3 - N ew  o n sh o re  p ro d u c t io n  w e ll

1 0 7 0 D eep  (m ore  th an  1 5 ,0 0 0  fe e t ) h ic h  e n st gas

1 0 7 1 Gas p ro d u ced  from  geo p re ssu red  b r in e

1 0 7 2 Gas p ro d u c ’d from  co a l se am s

1 0 7 3 G as p ro d u ced  from  D evo n ian  sh a le

1 0 7 5 P ro d u c t io n  enh an cem en t gas

107 ' 6 N ew  t ig h t fo rm a t io n  qas

1 0 7 7 R e ro m p le t io n  t ig h t fo im a t io n  ons

1 0 8 0 S tr ip p e r  w e ll

1 0 8 1 S tr ip p e r  w e ll -  s e a so n a lly  a f fe c te d

1 0 8 2 S tr ip p e r  w e ll -  e n h an ced  reco very

1 0 8 3 S tr ip p e r  w e ll — tem p o ra ry  p re ssu re  b u i ld u p

1 0 8 « S tr ip p e r  w e ll -  p ro te st procedtrre

En te r th a  a p p ro p r late in fo rm a t io n  rega rd in g  o th er P u rc h a se r s/C o n tra c t s•

Lmo

No

Contract Date 

IMo. Dj. Yr) 
la)

Purchaser

lb)

Buyer Code 

fc)
1 •
2

3

4

5

6

1/ A gas sales contract has not as yet been agreed upon and/or 

executed. It is anticipated, however, that it will contain pricing 

provisions that will permit ARCO to collect the maximum lawful price.

FERC-l 21 (S-S2)



A P P LIC A TIO N  FOR D E TE R M IN A T IO N  OF TH E M A X IM U M  LA W FU L 
PRICE UNDER THE N A T U R A L  GAS POLICY AC T (NGPA)

1.0 API well number: j 

( II no i assigned, leave blank. 14 digits.) 1 50- 029 - 20585 -

2.0 Type ol determination being sought. 

lUse the corses found on the front

1—  

1 
1 i n ? 4

o l this form.) 1 Section NGPA Catwiory iludl1
3.0 Depth ol the deepest completion

location: lOnly needed it sections 103 ' , Inet
or 107 in 2.0 aoove.) 1

i
4.0 Name, address and code number ol 

applicant. (35 letters per line

; a k i u  Alaska, inc., a corporation duly organized 

i under the laws of the State of Delaware 000969
maximum. II code number not 

available, leave blank,)

1 Name

1 P. 0. Box 2819 (22-108 DAB)
Seller Code

[ Street

Dallas. Texas 75221
I City State Zip Code

5.0 Location o l this well: (Complete la) 

or Ib l .l Kuparuk River Oil Pool

la) For onshnre wells

(35 letters maximum loi field

j Field Name

North Slope Borough Alaska
name.) I County State

(b) For OCS wells:

1

1 Aroa Name Block Number

1
1
1

Date of Lease:

1 1 1 1 1 1 1
1 Mo. Day Yr. OCS Lcr.se Number

(c) Name and identification number 

o l this we ll: (35 letters and digits

1
j Kuparuk River Unit #10-8

maximum.) i
I

(d) II code 4 or 5 in 2.0 above, name 

of the reservoir: 135 letters
l
I

maximum.) I
i

6 .0 (a) Name and code number ol the 

purchaser: (35 letters and digits 

nrViXimum. If code number not

i
1

, Nnnp Contract Pending

ivailot'le, leave blank.) 1 Name Buyer Code

(b) Date of the contract: 1
1
1 , N/A, , ,

1 1

1 Mo. Day Yr.

(c) Estimated total annual production 

from the w( il:

1
1 302.8 Million T iilu r F«m
1
1

1
1
1
1

(a) Oaso Price

as of 2-1-84

lb) Tax

f.s .t i  p a r te d

II.) All Olliei 

Pi ices | Indicate 

l t |  or (-11

hi) Total o l (al. 

lb) and tel

7.0 Contract prico:

(As of filing date. Complete to 3 

decimal places.)

i
ISrMMBTU
1
i

_D._D_Q_Q. _ Q . _ Q i L I L _ _ o ._ o _ Q _ a
1/

_D....ajCLXL

8.0 Maximum lawful rate:

(As o l filing date. Comolnte to 3 

decimal places.)

1
■s/MMBTU

1
— 3— 6.-0-9. _ Q . _ D . _ o _ o - a - 3 -  -9-vL-O-

9.0 Person responsible lor this application

' Dott.ic? J. Martinson
Director,
Gas Remilat.inn*;

Agency Use Only ! Name Z y ',. / /  '  D Xl-oxt J Title

Date Received bv Juris. Agency

1 Signature ( /
Due Receiveo b\ FERC i reoruary i d , iytw (214) 880-3650

. Oate Appi'cation is Completed Phone Number

FERC-121 (8-82)



P R O P O S E D  A M E N D M E N T  NO. 3 

F O R

C S  H o u s e  B i l l  Ho. 6 8 0  L  & C

A d d  to t h e  B i l l  a n e w  S e c t i o n  3 as f o l l o w s  a n d  r e n u m b e r  s u b s e ­

q u e n t  s e c t i o n s  a c c o r d i n g l y :

* Sec. 3 A S  3 1 . 0 5 . 0 3 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  

to r e a d :

(j) T h e  c o m m i s s i o n  i n  a c c o r d a n c e  w i t h  I . R . C .  S e c t i o n  

4 9 9 3 ( d ) ( 5 ) ( A ) (i) s h a l l  h a v e  t h e  a u t h o r i t y  to a c t  as t h e  

s t a t e  j u r i s d i c t i o n a l  a g e n c y  o v e r  a p p l i c a t i o n s  i n v o l v i n g  

t e r t i a r y  r e c o v e r y  p r o j e c t s  o n  l a n d s  i n  A l a s k a  n o t  u n d e r  

f e d e r a l  j u r i s d i c t i o n ,  p u r s u a n t  to r e q u i r e m e n t s  o f  I . R . C .  o f  

S e c t i o n  4 9 9 3 ( c ) ( 2 ) ( A ) ,  ( B ) , a n d  (C) o f  t h e  " C r u d e  O i l  

W i n d f a l l  P r o f i t s  T a x  A c t "  o f  1 9 8 0  a n d  a p p l i c a b l e  r e g u l a t i o n s .



J A Y  S .  H A M M O N D
c : v c o i i o o

J v n k a u

September 23, 1980

The Honorable W. Michael Blumenthal 
Secretary of the Treasury 
15th Street and Pennsylvania Avenue 
Washington, D.C. 20220

Dear Mr. Secretary:

Pursuant to the requirements of Section 4993 (d)(5)(A) of 
the recently enacted Crude Oil Windfall Profits Tax Act of 
1980, I have appointed the Alaska Oil and Gas Conservation 
Commission (AOGCC) as the jurisdictional agency over ap­
plications involving tertiary recovery projects on lands in 
Alaska under federal jurisdiction. The AOGCC will 
review and take suitable action on any application for a 
tertiary recovery project within the stipulations of the 
Crude Oil Windfall Profits Tax Act of 1980., and applicable 
regulations.

This notification fulfills the responsibilities of the 
Governor of Alaska to provide a written submittal of agency 
designation in accordance with Section 4993 (d)(5)(A) of the 
Act. t

Acknowledgement of receipt of this letter is requested. _

Sincerely,

Jay S. Hammond 
Governor

cc: Hoyle H. Hamilton, Chairman/Commissioner
Alaska Oil and Gas Conservation Commission

The Honorable William P. Clements, Governor of Texas 
Interstate Oil Compact Commission

William W. Hopkins
Alaska Oil and Gas Association

The Honorable Robert E. LeResche, Commissioner 
Department of Natural Resources

E x h i b i t  1-2

S t a t i !  o r  A l a s k a .
orricc or t « c  g o v c p n o p
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Amendments: Sec. as amended '
effective:

P.L. 96-223, § tO lU X l) ..................................................................

P .L . 96-223. § 101(aXi):
Added Code’See. 4992 lo read as above. For the effective 

date and transitional rules, sec RL. 9&-22J. § 101(i ). 
following Code Sec. 4986

[Sec. 4993]
SEC. 4993. IN C R E M E N T A L  T E R T IA R Y  O IL .

(Sec. 4993(a)]
(a) I n  G e n e r a l . —For purposes of this chapter, the term "incremental tertiary oil" means the 

excess of—
(1) the amount of crude oil which is removed from a property during any month and which is 

produced on or after the project beginning date and during the period for which a qualified tertiary 
recovery project is in effect on the property, over

(2) the base level for such property for such month.
Source: New

[Sec. 4993(b)]
(b) D e t e r m i n a t i o n  o f  A m o u n t . — Fir purposes of this section—

(1) B a s e  LEVEL,—The base level for any properly for any month is the average monthly 
amount (determined under rules similar to rules used in determining the base production control 
level under the June 1979 energy regulations) of crude oil removed from such properly during the 
6-month period ending March 31,1979, reduced (but not below zero) by the sum of—

(A) I |>erccnt of such amount for each month which begins after 1978 and bciorc the first 
month beginning after the project beginning date, and

(B) 2V, percent of such amount for each month which begins after the project beginning 
date (or after 1978 if the project beginning date is before 1979) and before the month for 
which the base level is being determined.
(2) M i n i m u m  a m o u n t  i n  c a s e  o f  p r o j e c t s  c e r t i f i e d  r y  d o e — In the case ol a 

project described in subsection (cXIXA), for the period during which the project is in effect, me 
amount of the incremental tertiary oil shall not be less than the incremental production 
determined under the June 1979 energy tegulations.

(3) A l l o c a t i o n  RULES—The determination of which barrels of crude oil removed during 
any month arc incremental tertiary uil shall be made—

(A) first by allocating the amount of incremental tertiary oil between—
(i) oil which (hut for this subsection) would be tier 1 oil, and
(ii) oil which (but for th is  subsection) would be tier J  oil,

in proportion to the respective amounts of each such oil removed from the property during 
such month, and

(U) then by taking into account barrels of crude oil so removed in the order of their 
rcsjicciivc removal prices, beginning with the highest of such juices 

Source; New

[S e c . 4 9 9 3 (c ) ]

(c) Q u a l i f i e d  T e r t i a r y  R e c o v e r y  P r o j e c t  —For purposes of this section—
(1) I n  G EN E R A L — T he te rm  "quali f ied  te r t i a ry  recovery project"  m eans—

(A) a qualified tertiary enhanced recovery project with respect to which a certification as 
such has been apjiroved and is in effect under the June 1979 energy regulations, or

( B )  an y  project far enhanc ing  recovery of crude oil wh ich m eets the requ irem ents of 

p arag raph  (2 ) .

In t e r n a l  R e v e n u e  C ode SCC. 4993(c)
014-04
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(2) R e q u i r e m e n t s . —A project meets the requirements of this paragraph if—
(A) the project involves the application (in accordance with sound engineering principles) 

of I or more tertiary recovery methods which can reasonably be expected to result in more 
than an insignificant increase in the amount of crude oil which will ultimately be recovered,

(B) the project beginning date is after May 1979,
_(C) the portion of the property to be affected by the project is adequately delineated,
(D) the operator submits (at such time and in such manner as the Secretary may by 

regulations prescribe) to the Secretary—
(i) a certification from a petroleum engineer that the project meets the requirements 

of subparagraphs (A), (B), and (C), or
(ii) a certification that a jurisdictional agency (within the meaning of subsection

(d)(5)) has approved the project as meeting the requirements of subparagraphs (A), (B), 
and (C), and that such mnroval is still in effect, and
(E) the operator submits (at such time and such manner as the Secretary may by 

regulations prescribe) to the Secretary a certification from a petroleum engineer that the 
project continues to meet the requirements of subparagraphs (A), (B), and (C).

Source: New.

(S e c . 4 9 9 3 (d ) )

(d) D e f i n i t i o n s  a n d  S p e c i a l  R u l e s  — For purposes of th is  section—
(1) T e r t i a r y  r e c o v e r y  m e t h o d — T he te rm  " t e r t i a r y  recovery m e th o d "  m eans—

(A) any method which is described in subparagraphs (1) through (9) of section 212.78(c) 
of the June 1979 energy regulations, or

(B) any other method to provide tertiary enhanced recovery which is approved by the 
Secretary for purposes of this chapter.
(2)  P r o j e c t  d e g i n n i n c  d a t e .— T he te rm  "pro jec t  beginning d a t e "  m eans  the  la ter  of—

(A) the date on which the injection of liquids, gases, or other matter begins, or
(B) the date on which—

(i) in the case of a project described in subsection (c)(1)(A), the project is certified as 
a qualified tertiary enhanced recovery project under the June 1979 energy regulations, or

(ii) in the case of n project described in subsection (cXIKBI, a petroleum engineer 
certifies, or a jurisdictional agency approves, the project as meeting the requirements oi 
subparagraphs (A), (B), and (C) of subsection (c)(2),

(3 )  P r o j e c t  o n l y  AFFECTS p o r t i o n  o f  p r o p e r t y —  If a qualified tertiary recovery 
project can reasonably be expected to increase the ultimate recovery of crude oil from only a 
portion of a property, such portion shall be treated as a separate property.

(•)) S i g n i f i c a n t  e x p a n s i o n  t r e a t e d  as  s e p a r a t e  p r o j e c t  — a  s ignif ican t expansion 
of a n y  project shall be t r ea ted  as  a  s ep a ra te  project.

(5) J u r i s d i c t i o n a l  A G E N C Y —T h e  te rm  " ju r isd ic tional ag en c y"  means—

(A) in the case ol an application involving a tertiary recovery project on lands not under 
Federal jurisdiction—

(I) the appropriate State agency in the State in which such lands are located which is 
designated by the Governor of such State in a written notification submitted to the 
Secretary as the agency which will nppruve prujects under this subsection, or

(ii) if ihe Governor of such State docs not submit such written notification within 
180 days after the date of the enactment of the Crude Oil Windfall Profit Tax Act of 
1980, the United Slates Geological Survey (until such time as the Governor submits such 
notification), or
(II) in the case of an application involving a ternary recovery project on lands under 

Federal jurisdiction, the United Stales Geological Survry.
(6) B a s is  o f  r e v i e w  o f  c e r t a i n  q u a l i f i e d  t e r t i a r y  r e c o v e r y  p r o j e c t s — In the 

case of any project which is approved under subsection (c.H2)(DXii) and for which a certification is 
submitted to the Secretary, ihe project shall be considered as meeting the requirements of 
subparagraphs (A), (B), and (C) of subsection (cX2) unless the Secretary determines that—

Sec. 4993(d) v 0 1 9 8 t . C o m m erce  C le a r in g  H o u se , In c .
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(A) the approval of the jurisdictional agency was not supported by substantial evidence 
on the record upon which such approval was based, or

(B) additional evidence not contained in the record upon which such approval was based 
demonstrates that such project does not meet the requirements of subparagraph (A), (B). or
(C) of subsection (cX2).

If the Secretary makes a determination described in subparagraph (A) or (B) of the preceding 
sentence, the determination of whether the project meets the requirements of subparagraphs (A),
(B)jand (C) of subsection (cX2) shall be made without regard to the preceding sentence.

(7 )  R u l i n g s  r e l a t i n g  t o  c e r t a i n  q u a l i f i e d  t e r t i a r y  r e c o v e r y  p r o j e c t s — In  
the case of any tertiary recovery project for which a certification is submitted to the Secretary 
under subsection (c)(2)! D>(ii>, a taxpayer may request a ruling from the Secretary with respect to 
whether such project is a qualified tertiary recovery project. The Secretary shall issue such ruling 
within 180 days of the date after he receives the request and such information as may be necessary 
to make a determination.

Source: New.

A m endm ents: Sec. as amended
effective:

P.L. 96-223 § lO lla X l) ..................................................................

P .L . 96-223. § lOI(aXI):
Added Cole Sec. 4993 lo read is atxnc F'it Ihe effective 

date and transitional rules, see P.L 90-223, $ IOI(i) 
following Code Sec. 4986.

[Sec. 49941
SEC. 4994. D E F IN IT IO N S  AND SPE C IA L  RU LES RELA TIN G  TO E X E M PT IO N S.

. ( a j  Q u a l i f i e d  G o v e r n m e n t a l  I n t e r e s t — F or purposes of section 4991(b)—
(1 )  I n  g e n e r a l . —The term "qualified governmental interest" means an economic interest 

in crude oil if—
(A) such interest is held by a Slate or political subdivision thereof or by an agency or 

instrumentality of a State or political subdivision thereof, and
(B) under the applicable State or local law, all of the net income received pursuant lo 

such interest is dedicated to a public purpose.
(2) N e t  i n c o m e  —For purposes of this paragraph, the term "not income" means gross 

income reduced by production costs, and severance taxes of general application, allocable to the 
interest.

(3) A m o u n t s  p l a c e d  i n  c e r t a i n  p e r m a n e n t  f u n d s  t r e a t e d  a s  d e d i c a t e d  t o  
PUBLIC PURPOSE—The requirements of paragraph (1 ) ( 8 )  shall I . treated as met with respect to 
any net income which, under the applicable Stale or local law, is placed in a permanent fund the 
earnings on which are dedicated to a public purpose.

Source: New.
[Caution: Code Sec. 4994(b), below, as amended by P.L. 97-34, is applicable to taxable 

periods beginning after December J I, I'JSO.—CCII.j

(See, 4994(b))
(b)  Q u a l i f i e d  C h a r i t a b l e  I n t e r e s t  — For purposes of section 4991(b)—

( I )  I n  g e n e r a l — T he te rm  "qua l i f ied  char i tab le  in te res t"  means a n  economic into rest in 
c ru de  oil if—

(A) such interest Is—
(i) held by an organization described in clause (ii), (iii), or (tv) o( section l7(Xb)(l)(A) 

which is also described in section 170(cX2),
(ii) held by an organization described in section 17(Xc)(2) which is organized nnd 

operated primarily for the residential placement, care, or treatment of delinquent, 
dependent, orphaned, neglected, or handicapped children, or

(iii) held—
(1) by an organization described in clause (i; of section 17(Xbill)(A) which is also 

described in section 170(c)(2), and
I n t e r n a l  R e v e n u e  C ode SGC. 4994(b)001-2/
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( i i )  There has been a m aterial change of 
c ircum stances since the time that the project 
or expansion was in itiated; and

( i i i )  The project is ccrdfied under the 
c r ite r ia  and p u rsu an ' to the procedures 
provided in paragraph (d ). For purposes of 
determ in ing 'le g ib ility  for certification, an 
e x i s t i n g  p r o je c t  s h a l l  be e x a m in e d  
p r o s p e c t i v e l y ,  on th e  b a s i s  o f th e  
c ircum stan ce s ex ist in g  a t  the time such 
certification  is  sought.

( c )  Definitions. For purposes of th is  
section— ........................

A "qu a lif ied  te rtiary  enhanced recovery 
pro ject" is a project for the enhanced recovery 
of crude oil, to the extent that such project 
invo lves the application of one or more of the 
following techniques and is  certified pursuant 
to paragraph  (d ) of th is ' section a s being 
uneconomic a t  the otherwise app licab le ce iling 
prices; ' ' • '• •* •• ■'

(1 ) 'M isc ib le  fluid d isplacem ent, r. c., an  oil 
d isp lacem ent process in which gas or alcohol is 
in jected ip lo  an  oil reservoir, a t  pressure levels 
such that the injected gas or alcohol and 
reservo ir oil are m iscible. The process m ay 
in c lu d e  the con cu rren t, a l t e r n a t in g , or 
subsequent injection of w ater. The injected gas 
may be natu ra l gas, enriched natu ra l gas, a 
liquefied petroleum gas s lug driven  by natu ral 
gas, carbon dioxide, nitrogen, or flue gas. Gas 
cycling , r. c., gas injection into gas condensate 

reservo irs, is  not a m iscible Pu id  d isplacem ent 
technique nor a te rtiary  enhanced recovery 
technique w ith in  the m eaning of-this section. ,

( 2 )  S te am  d r iv e  ■ in je c t io n , /. e., • the 
continuous injection of steam  into one set of 
wells (in jection w e lls) or other injection source 
to e ffe c t  o il d isp la c em en t tow ard  and 
p roduction  from  a second se t of w e lls  
(production w ells). •

(3 )  M icrocmulsion, or m icellar/em ulsion , 
flooding, /. e.,' an  augmented watcrflooding 
technique in which a su rfactan t system  is 
injected in order to enhance oil d isp lacem ent 
toward producing wells. A surfactan t system  
norm ally includes a su rfactan t, hydrocarbon, 
cosurfactant, an electrolyte and water, and 
jio lym ers (or m obility control.

(4 )  In  s itu  combustion, /. e., combustion of 
oil in the reservoir, sustained by continuous a ir 
injection, to displace unburned oil toward 
producing wells.

( 5 )  Po lym er augmented watcrflooding, /'. e., 
augmented waterllooding in which organic 
polym ers are injected w ith  the water to 
improve areal and vertical sweep efficiency.

( 6 )  C yc lic  steam  in jection , i .  e., the 
a lte rn a tin g  injection of stca in  and production 
of oil w ith  condensed steam  from the same well 
or wells.

(7 )  A lkaline (or "c a u s t ic " ) flooding e., an 
augmented vt,;.ierflooding technique in which 
the water is made chem ically  b asic as a result 
of the addition of a lk a li m etals.

( 8 )  C a r b o n  d i o x i d e  a u g m e n t e d  

waterflooding, i. e., injection of carbonated 
water, or water and carbon dioxide, to increase 

w.itcrflood efficiency.

(9 )  Im m iscib le carbon dioxide disp lacem ent, 

i. e., injection of carbon dioxide into an oil 

reservo ir to effect oil d isp lacem ent under 

conditions in which m isc ib ility  w ith  reservoir 

oil is not obtained.

(1 0 )  Specific Variations of any  of the above- 

listed general techniques, a s determ ined in any 

particu lar case by the certify ing authority .

'■“ C e r t i f y in g  a u t h o r i t y "  m ean s- ' th e  

A d m in i s t r a t o r ,  E c o n o m ic  R e g u la t o r y  

A dm inistration, Department of Energy, or any 
officer of the Departm ent of Energy  to whom 

the A d m in is t r a to r  h a s  d e le g a ted  su ch  
functions. •

"Increm enta l crude o il"  (re su lt in g  from the 
im p lem en ta t io n  of a  q u a l i f ie d  te r t ia r y  

enhanced recovery project) means, in the case 
of a new project, the amount of crude oil which 
is or w ill be produced a s  a resu lt of such a 

project and which is in excess of the amount 
crude o il'("non incrcm cn ta l crude o il" ) which 
could have been produced from the property or 

project area through continued maximum 

feasible production from methods of production 

employed on the property prior to (he receipt 

of the certifications provided for in paragraph
(d ) of th is section. As applied to expansion of 
existing te rtia ry  enhanced recovery projects, 

the term means the amount of crude oil which 

is  or | w ill be produced as a result of the 

expanded project and which is in excess of the 

amount of crude oil ("non incrcm cntal crude 

o i r )  which could have been produced from the 
properly or project area through continued 
m ax im um  fe a s ib le  p roductio n  from the 

m ethods of production employed on the 
p ro p e r ty  p r io r  to th e  re c e ip t  of the 

certification provided for in  paragraph (d ) of 
th is section. As applied to an existing project 

w ith in  the m eaning of paragraph (bX 2 ) of th is 
section, the term means the amount of crude 

oil which is or w ill be produced as a result of 

the continuation of the project or of the 
particu lar highcosl phase of the project and 
which is in excess of the amount of crude oil 
("non incrcm cntal crude o i l" )  which could have 

been produced from Ihe properly or project 

area through continued maximum  feasible 
production from methods of production (other 
than the te rtia ry  method, or that phase of such 

method, that would be discontinued in the
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ALASKA O IL  AMD GAS CONSERVATION COMMISSION

I N T R O D U C T I O N : 

C o d e  100

C o d e  200 

C o d e  3 0 0  a) 

b)

C o d e  400

A N A L Y S I S

T h e  f i s c a l  i n p a c t  r e s u l t s  s o l e y  f r o n  s u b s e c t i o n  
(h) S e c t i o n  1 o f  t h e  B i l l .

A r e  a d v i s e d  b y  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y  
( E P A ) a n d  b y  o t h e r  s t a t e s  w h o  h a v e  b e e n  d e l e g a t e d  
e n f o r c e m e n t  p r i m a c y  b y  E P A  t h a t  t h e r e  is a s u b s t a n­
t i a l  i n c r e a s e  in t h e  t e c h n i c a l  c l e r i c a l  w o r k l o a d .  
A c c o r d i n g l y  r e q u e s t  p e r s o n a l  s e r v i c e s  f u n d i n g  f o r  
a C l e r k  T y p i s t  III.

F i e l d  i n s p e c t i o n  r e q u i r e m e n t s  w i l l  n e a r l y  d o u b l e  
t h e  c u r r e n t  l e v e l  o f  t r i p s  to the f i e l d .  A c c o r d ­
i n g l y  a d d i t i o n a l  t r a v e l  f u n d i n g  is r e q u i r e d .

C o n t r a c t u a l  c o s t  to p r e p a r e  a n  a p p l i c a t i o n  p a c k a g e  
to E P A  f o r  o b t a i n i n g  p r i m a c y  is e s t i n a t e d  to c o s t  
$ 6 0 , 0 0 0  w h i c h  w i l l  b e  e x p e n d e d  in F Y '84.

A  w o r d  p r o c e s s i n g  m a c h i n e  w i l l  b e  o b t a i n e d  f o r  t h e  
a d d i t i o n a l  C l e r k  T y p i s t  I I I  o n  a f o u r  y e a r  r e n t a l /  
p u r c h a s e  a g r e e m e n t .

A d d i t i o n a l  c l e r i c a l  s u p p l i e s  w i l l  b e  r e q u i r e d  f o r  
t h e  n e w  C l e r k  T y p i s t  III.

C o d e  5 0 0  A  o n e - t i m e  e x p e n d i t u r e  f o r  o f f i c e  e q u i p m e n t  ( d e s k ,
c h a i r ,  e t c . )  w i l l  b e  n e c e s s a r y  in FY'85.
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the ow ner o f the w e ll g ives w ritte n  perm ission to  release the reports  and 
in fo rm a tio n  a t an e a rlie r dale. I f  the com m issioner finds th a t the 
requ ired  reports and in fo rm a tio n  contain s ig n ific a n t in fo rm a tion  
re la tin g  to the va lua tion  o f  unleased land in the same v ic in ity , he sha ll 
keep the reports  and in fo rm a tio n  confiden tia l fo r  a reasonable tim e a fte r  
the d isposition o f  a ll a ffec ted  unleased land, unless the  ow ner o f the w ell 
gives w rit te n  perm ission to  release the reports and in fo rm a tio n  a t an 
ea rlie r date. W e ll location, depth, s ta tus and production  data and 
production reports  requ ired  by the commission to be filed  subsequent to 
the 30-dav f ilin g  period shall be considered pub lic  in fo rm ation  and shall 
not be classified con fiden tia l. Production data, as used in th is subsection, 
means volume, g ra v ity  and gas-oil ra tio  o f a ll production o f o il ur~t?as 
a fte r  the w e ll begins re g u la r production.
T-  (d) E ng ineering , getflo ifleat, ami o ilie r  in fo rm a tio n  not requ ired  by (a) 
o f th is  section b u t v o lu n ta r ily  filed  w ith  the commission shall be kept 
confiden tia l i f  the person f ilin g  the in fo rm a tio n  so requests. (!) 2 ch 2U9 
S LA  1970; am § 5 ch 158 S LA  1978; am § § 3  —  6 ch 160 S LA  1978)

E ffe c t  » f  n m vn d n io n ts . — Tin* f i r s l  1078 

am endm ent su b s t itu te d  "co m m iss io n "  fo r 

"d o |ia r lm e n t "  th ro u gh o u t th e  section .

T he second 1!)78 am end m en t in 

su b se c t io n  (a ), in se rted  " f lo w  te st  

in fo rm atio n  an d "  in p a ra g rap h  12), de leted  

"d ip m e te r  s u r v e y s "  fo llo w in g  "e x p e r i­

m en ta l Io n s "  in p a rag rap h  (2 ), and added 

p a rag rap h  (II). In su b se c t io n  («*>, the 

am endm ent su b s t itu te d  " re q u ir e d  in la )  o f 
th is  se c t io n "  fo r "m a rk e d  co n fid en t ia l"  in 

the f ir s t  sen ten ce  and added the p re sen t 

second  sen ten ce . The am endm ent, a lso  

added su b se c t io n  (d).

Sec. 31.05.010. Rules ;;n<l re g u la tio n s  o f  com m iss ion , (a) The 
commission sha ll presc ibe ru les and regu la tions gove rn ing  practice and 
procedure before  it  under this chapter.

(b) A ll o rders issued by the commission sha ll be in w rit in g , sha ll be 
entered in fu l l and indexed in books kep t by the commission fo r  th a t 
purpose, and sha ll be public records open fo r inspection a t a ll times 
d u rin g  reasonable o ffice  hours. A copy o f an o rde r ce rtified  by the 
commission, under its  seal, shall be received in evidence in a ll courts o f 
the sta te  w ith  the same e n e c t as the o rig ina l. (§ 9 1 ,5  ch 40 S LA  1955; 
am § 5 cb 158 SLA 1978)

K o v iso r 'x  n o te . — Sub su c tio n  (Id o f  th is  
suction  and  AS It 1 .0 5 .0 5 0—3 1.05.080 a r c  
gen e ra lly  superseded  hv the A d m in is tra ­

tive  P rocedu re  Act (A S  -1-1,Ii2). However, 

the d ep a rtm en t h a s  the pow er to hold h e a r ­

in g s  and  m ake  o rd ers r e la t in g  to "poo lin g ," 
etc. (A S  III 0 5 .1 0 0  and  31 .05 .1101 . w h ich  

m av  or m ay  not fa ll u nder the Ad­

m in is t r a t iv e  P rocedu re  Act. If  those 

h e a r in g s  and  (in te r s  do not fa ll under the 
A d m in is tra t iv e  P rocedure  Act, then the

procedure in (h i o f th is  section  and  in 

A S 3 1 .0 5 .0 5 0  -  3 1 .0 5 .0 8 0  would ap p ly .
E ffe c t  o f  m tt i'i i i ln ic n l. — T he  P.I78 

am endm ent su b s t itu te d  "co m m iss io n "  fo r 

"d ep artm en t." th roughou t the sectio n .
Section  li, ch I5S , SLA  11178, provides: 

"A f te r  the e ffe c t iv e  d a le  o f th is  Act 

|. la n u a r y  1. I! i7 !) |. a ll o rd e rs , re g u la t io n s , 

and o th er r u l in g s  o f the d iv is io n  o f o il and 
g a s  sh a ll  rem a in  in e ffe c t  until e x p re s s ly  

revoked  o r m od ified  by the co m m iss io n ."

u shall 1)0 
• id unless
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H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

M A R C H  7, 1984

G o o d  m o r n i n g .  I ' m  D a v e  Y e s l a n d ,  S e n i o r  S t a f f  E n v i r o n m e n t a l  E n g i n e e r  

w i t h  S h e l l  W e s t e r n  E & P. I ' m  r e p r e s e n t i n g  t h e  A l a s k a  O i l  a n d  G a s  

A s s o c i a t i o n  t h i s  m o r n i n g  a n d  I w i l l  c o m m e n t  o n  t h e  p r o p o s e d  C o m m i t ­

t e e  S u b s t i t u t e  f o r  H B 6 8 0 .

O u r  A s s o c i a t i o n  s u p p o r t s  t h e  i n t e n t  o f  C S H B 6 8 0 , w h i c h  i s  t o  p r o v i d e  

t h e  l e g i s l a t i o n  n e c e s s a r y  t o  e n a b l e  t h e  S t a t e  t o  b e  t h e  s o l e  a d m i n ­

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

r e l a t e d  t o  o i l  a n d  g a s  p r o d u c t i o n  a c t i v i t i e s ,  Ox C l a s s  II w e l l s ,  a s  

t h e y  a r e  i d e n t i f i e d  in t h e  F e d e r a l  p r o g r a m .  I w i l l  d i s c u s s  t h e  

r e a s o n s  f o r  o u r  s u p p o r t .

W i t h o u t  S t a t e  p r e e m p t i o n  o f  t h e  F e d e r a l  p r o g r a m  t h e r e  w i l l  b e  

r e d u n d a n t  S t a t e  a n d  F e d e r a l  p r o g r a m s  w i t h  n o t h i n g  b u t  d u p l i c a t e d  

r e c o r d - k e e p i n g  a n d  a d m i n i s t r a t i v e  d e l a y  a s  a r e s u l t .

W e  h a v e  h a d  a c o n c e r n  t h a t  e x i s t i n g  s t a t u t e s  m i g h t  p r e v e n t  t h e  S t a t e  

f r o m  p r e e m p t i n g  t h e  F e d e r a l  p r o g r a m  b e c a u s e  c o n f i d e n t i a l i t y  p r o v i ­

s i o n s  a n d  p e n a l t y  i m p o s i t i o n  l i m i t s  m a y  n o t  m e e t  t h e  F e d e r a l  r e ­

q u i r e m e n t s .  W e  b e l i e v e  t h i s  b i l l  w i l l  e l i m i n a t e  t h a t  c o n c e r n .

O u r  A s s o c i a t i o n  p r e f e r s  t h a t  t h e  p e r m i t t i n g  p r o c e s s  f o r  i n j e c t i o n  

w e l l s ,  r e l a t e d  t o  o i l  a n d  g a s  o p e r a t i o n s ,  b e  c o n t r o l l e d  b y  t h e
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s t a t e .  T h e  r e g u l a t i o n  o f  o i l  a n d  g a s  o p e r a t i o n s  b y  t h e  A l a s k a  O i l  

a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n  is a n  e x a m p l e  o f  r e g u l a t o r y  c o n t r o l  

b a s e d  o n  w e l l - e s t a b l i s h e d  k n o w l e d g e  o f  t h e  r e g u l a t e d  a c t i v i t y .

T h e r e f o r e ,  w e  b e l i e v e  t h e  A l a s k a  O i l  a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n  

is t h e  a p p r o p r i a t e  a d m i n i s t r a t o r  o f  r e g u l a t i o n s  t h a t  b e a r  o n  t h e  

t e c h n i c a l  e l e m e n t s  o f  o i l  a n d  g a s  o p e r a t i o n s  a n d  i t  s h o u l d  b e  t h e  

s o l e  a d m i n i s t r a t o r  o f  C l a s s  II w e l l s  in t h e  s t a t e .

F i n a l l y  w e  h a v e  s e e n  t h a t  t h e  F e d e r a l  p r o g r a m ,  a s  p r o p o s e d ,  w o u l d  

r e d u c e  t h e  p r o d u c t i o n  r a t e  o f  s e c o n d a r y  r e c o v e r y  p r o j e c t s  ( w a t e r  

f l o o d s )  b y  r e q u i r i n g  t h a t  c u r r e n t  i n j e c t i o n  p r e s s u r e  b e  r e d u c e d .  

T h e  E P A ' s  b a s i s  f o r  l o w e r  p r e s s u r e s  is n o  m o r e  t h a n  a "ru.le-of- 

t h u m b "  w h i c h  t h e y  a c k n o w l e d g e  m a y  b e  c h a n g e d  o n  a c a s e - b y - c a s e  

r e v i e w .  B u t ,  u n t i l  t h a t  r e v i e w  is c o m p l e t e d ,  p r e s s u r e  w o u l d  h a v e  to 

b e  r e d u c e d  t o  c o m p l y  w i t h  t h e  r e g u l a t i o n s .  T h i s  r e d u c t i o n  w o u l d  n o t  

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

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

r e v e n u e  l o s s e s  t o  b o t h  t h e  S t a t e  a n d  p r o d u c e r .  It is t h e r e f o r e  a 

m a t t e r  o f  m u t u a l  u r g e n c y .

I f  t h e  p r o p o s e d  F e d e r a l  r u l e s  a r e  p r o m u l g a t e d  i n  t h e  a b s e n c e  o f  

S t a t e  i n t e n t  a n d  a b i l i t y  t o  a s s u m e  t h e  p r o g r a m  t h e r e  w i l l  b e  a l o s s  

w i t h  n o  m e a s u r e  o f  c o m p e n s a t i o n .
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i n j e c t i o n  w e l l s  a n d  w e  b e l i e v e  t h i s  b i l l  c o n t a i n s  s p e c i f i c  s t a t u t o r y  

l a n g u a g e  w h i c h  w i l l  s e r v e  t h i s  p u r p o s e .

T h a n k  y o u .
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Representative Milo Fritz 
District 5 
P .O . Box 158
A nchor P oint, A laska 99556 
(907) 235-8366

Ijjouap n f  S e p r m n t a t t a B

MILO FRITZ 

MEMORANDUM

\ ■> 'f J r  '- SJ \ &Mg,

While in Juneau
Pouch V
Juneau, Alaska 99811 
(907) 465-4833

TO: Representative John Cowdry
Labor & Commerce Chairman

FROM: Representative Milo Fritz ,,,
Finance Committee Member *

DATE: March 13, 1984

SUB.T: HB 683

I would greatly appreciate your springing HB 683 out of your 
Committee. As I look at it, there is no th7:eat to the Susitna Damn 
and with the population of the Kenai Peninsula growing in the 
neighborhood of between nine and ten percent every year, we will 
need the power from Bradley Lake within the next two years. Your 
consideration in getting HB 683 out of your Committee and on to the 
next Committee of referral will be very greatly appreciated. If 
there is anything about this matter that you would care to discuss 
with me I am at your service.

cc: D. Kent Wicke
Mr. Leo Rhode



Homer Electric A ssociation, Inc.

C ENTRAL O FF IC E : P.O. BOX 420 8) HO M ER , ALASKA  99603 0429 O (907) 235 8167

March 7, 1984

The Hon. John J. Cowdery, Chairman 
House Labor & Commerce Committee 
Alaska State Legislature 
Pouch V (MS 3100)
Juiieu, Alaska 99811

Dear Mr. Cowdery:

House Bill #683, presently in the Labor and Commerce Committee, would 
authorize Bradley Lake as a State project. It requests no funding. Bradley 
Lake must be authorized in order for the Alaska Power Authority to file for 
a FERC license. Filing for an FERC license should be done concurrently with 
development of a financing plan and power sales agreements.

Approval of HB #683 does not conflict with the four-dam pool, and Bradley
Lake is not competition to Susitna. Power from Bradley Lake is needed for 
the winter of 1988/89. Without Bradley Lake natural gas generation 
facilities must be added. I believe all studies thus far show no negative 
impact of Bradley Lake on Susitna feasibility or financing.

We need your support! HB #683 should be passed out of its assigne
Committees for full House consideration as soon as possible to keep the
project on schedule. Funding will be requested only after a financing plan 
is developed. Funding is not requested in HB #683.

Thank you in advance for your consideration. Please let us know if we can 
answer any of your questions.

Sincerely yours,

HO M E R  ELECTRIC ASSOCIATION, INC

BjJ&wrt Wick 
General Manager

B K W :cm



Speaker of the House of Representatives

( ifl'ii ut lluMlll'U

M a r c h  29, 1 9 8 4

1’nuch V 

Stale C jp il:il 

Juneau. A l.i'ka 99N11 

(9 07 ) 4 f 6  :t72(l

T o :  R e p r e s e n t a t i v e  D o b  B e t t i s w o r t h
V i c e  C h a i r m a n ,  H o u s e  F i n a n c e

F r o m :  R e p r e s e n t a t i v e  J o e  H a y e s  f\ fl{
H o u s e  S p e a k e r  [ i f  ‘

i

P e r  o u r  r e c e n t  t e l e p h o n e  c o n v e r s a t i o n ,  I a m  s e n d i n g  a c o p y  

o f  G o v e r n o r  S h e f f i e l d ' s  l e t t e r  d a t e d  M a r c h  29, 1 9 8 4 ,  
p r o p o s i n g  a f o r m u l a  t o  t h e  s o l u t i o n  o f  t h e  4 - D a m  P o o l  

problem..

W o u l d  y o u  p l e a s e  c h e c k  o u t  t h e  d i s p o s i t i o n  o f  v a r i o u s
p i e c e s  o f  l e g i s l a t i o n  r e l a t i n g  t o  " t h e  p a c k a g e " .  I b e l i e v e

m o s t  o r  a l l  o f  t h e m  m a y  b e  in H o u s e  F i n a n c e .  I w o u l d  

a p p r e c i a t e  y o u r  s u g g e s t i o n s  f o r  a r e s o l u t i o n  t o  t h e  G o v e r ­

n o r ' s  r e q u i r e m e n t s .

P l e a s e  f e e l  f r e e  t o  d i s c u s s  t h i s  w i t h  t h e  G o v e r n o r  a n d  h i s  

s t a f f .



M a r c h  2 9 ,  1 9 8 4

T h e  H o n o r a b l e  J o e  H a y e s

T h e  C a p i t o l

J u n e a u

D e a r  J o e ,

F r o m  o u r  d i s c u s s i o n  a t  l u n c h  t o d a y ,  i t  i s  m y  u n d e r s t a n d i n g  

t h a t  y o u  w o u l d  c o n s i d e r  a n  a g r e e m e n t  t o  e n s u r e  t h a t  a 

s o l u t i o n  t o  t h e  4 - d a m  p o o l  p r o b l e m  i s  b r o u g h t  t o  t h e  H o u s e  
f l o o r  f o r  a v o t e .

I p r o p o s e  t h e  f o l l o w i n g  f o r m u l a  a s  t h e  s o l u t i o n ,  a n d  d u e  to 

t h e  t i m e  c o n s t r a i n t s  i m p o s e d  o n  u s  b y  t h e  f o u r  c a p i t a l  

b u d g e t s  n o w  o n  m y  d e s k ,  t h e  v o t e  o n  a l l  b u t  o n e  p o r t i o n  o f  

t h e  f o r m u l a  n e e d s  to b e  t a k e n  d u r i n g  y o u r  f l o o r  s e s s i o n  t h i s  
e v e n i n g .

T h e  p a c k a g e  i n c l u d e s :

— R e p e a l  o f  t h e  S u s i t n a  C l a u s e

— A p p r o v a l  o f  $ 4 9  m i l l i o n  f o r  t h e  R a t e  S t a b i l i z a t i o n  F u n d  

— R e p e a l  o f  t h e  p r o h i b i t i o n  aga'inst i n d u s t r i a l  r a t e s  
— I n c l u s i o n  o f  W a t a n a  a n d  B r a d l e y  L a k e  i n t o  a n e w ,  6- d a m  

p o o l

— $ 2 0 0  m i l l i o n  a p p r o p r i a t e d  t o  t h e  P o w e r  D e v e l o p m e n t  F u n d .

I u n d e r s t a n d  t h e  t i m e  p r o b l e m  i n v o l v e d  o n  t h i s  i t e m ,  a n d  I 
w o u l d  a g r e e  t h a t  i t  c o u l d  b e  h a n d l e d  l a t e r .

I t  w o u l d  b e  m y  i n t e n t i o n  t o  p u b l i c l y  s u p p o r t  t h i s  f o r m u l a ,  

a n d  I a l s o  w o u l d  r e i t e r a t e  m y  l o n g s t a n d i n g  s u p p o r t  f o r  t h e  

S u s i t n a  H y d r o e l e c t r i c  P r o j e c t .  T h e  o n l y  q u a l i f i c a t i o n s  t o  
m y  s u p p o r t  f o r  S u s i t n a  i s  t h e  s a m e  a s  a l w a y s :  t h a t  w e  f i r s t  

a r r i v e  a t  a p o s i t i v e  f i n d i n g  o f  f e a s i b i l i t y ,  a w o r k a b l e  
f i n a n c i n g  p l a n  a n d  p r e - s i g n e d  p o w e r  s a l e s  a g r e e m e n t s  w i t h  
t h e  R a i l b e l t  u t i l i t i e s .

A s  w e  a l s o  d i s c u s s e d ,  t h e  i s s u e  o f  t h e  M a j o r  P r o j e c t s  F u n d  

a l s o  s h o u l d  b e  s u b j e c t e d  to a f l o o r  v o t e  t o d a y .  I s t r o n g l y  
b e l i e v e  t h a t  o n l y  a " c l e a n "  c o n s t i t u t i o n a l  a m e n d m e n t  
r e p r e s e n t s  g o o d  p u b l i c  p o l i c y .  I r e i t e r a t e  t h a t  i f  a v o t e  
is t a k e n  t o d a y ,  i t  s h o u l d  b e  o n  H o u s e  J o i n t  R e s o l u t i o n  57 as 
I i n t r o d u c e d  it.



I u n d e r s t a n d  y o u r  p e r s o n a l  o p p o s i t i o n  t o  s o m e  o f  t h e s e  

p o i n t s .  I a p p r e c i a t e  y o u r  a g r e e m e n t  t o  r e f r a i n  f r o m  l o b b y i n g  

o t h e r s  in o p p o s i t i o n ,  a n d  y o u r  w i l l i n g n e s s  t o  all.ow t h e  

m e m b e r s  o f  y o u r  c a u c u s  t o  v o t e  t h e i r  o w n  c o n s c i e n c e s .  I a l s o  

c a n  a s s u r e  y o u  t h a t  p o s i t i v e  a c t i o n  o n  t h e s e  i s s u e s  w i l l  

g r e a t l y  i n f l u e n c e  m y  b u d g e t  d e c i s i o n s  o v e r  t h e  n e x t  f e w  
d a y s .

S j  n p p r o l  \ r

B i l l  S h e f f i e l d  

G o v e r n o r



FEBRUARY 29 , 1984

TO :  JOHN

FROM: KEN

RE: HB 683 "APPROVING THE BRADLEY LAKE HYDROELECTRIC

PROJECT"

HB 683 IS A B ILL WHICH ASKS THE LEGISLATURE TO APPROVE THE 

BRADLEY LAKE HYDROELECTRIC PROJECT AS A PROJECT OF THE 

ENERGY PROGRAM FOR ALASKA .  TH IS  LEGISLATION ALSO ASKS 

FOR APPROVAL OF THE COST OF BRADLEY LAKE ,  ESTIMATED TO 

BE 354 MILLION DOLLARS. THE B IL L ,  HOWEVER, IS NOT AN AP­

PROPRIATIONS B ILL .  FUNDING FOR BRADLEY LAKE PROJECT 

WOULD NOT BE ASSURED BY PASSAGE OF HB 683.

QUESTIONS:

1. HOW LONG WILL IT BE BEFORE THE A . P .A .  COMPLETES ITS 

F INDINGS AND RECOMMENDATION REPORT AND SENDS IT ON TO

O .M .B .  ?

2. HOW LONG DO YOU EXPECT IT TO TAKE O .M .B .  TO PRODUCE 

ITS REPORT ONCE THE A .P .A .  HAS PASSED ON ITS FINDINGS ?

3. ISN'T TH IS  LEGISLATION A B IT  UNTIMELY SINCE THE LEGISLA­

TURE HAS NO ASSURANCE AT THIS POINT THAT THE A .P .A . ' S  AND

O .M .B . ' S  F INAL REPORTS WILL SUPPORT THE FEAS IB IL ITY  STUDY ?

4. WHERE WILL THE IN IT IA L  FUNDING FOR THE CONSTRUCTION OF 

BRADLEY LAKE COME FROM AND HOW WILL THE E N T IR .  PROJECT 

BE FUNDED ?



6 .  W ILL THERE BE A NEED FOR THE STATE TO PROVIDE SUBSIDY 

TO STAB IL IZE  POWER RATES DURING THE FIRST FEW YEARS 

BRADLEY LAKE IS IN OPERATION ?

7 .  W ILL BRADLEY LAKE POWER BE AN AD D IT IONAL  SOURCE OF 

POWER TO CUSTOMERS ON THE KEN AI PENINSULA OR W luL  IT 

REPLACE THE CURRENT SOURCE OF POWER ?

8 .  WHAT PERCENTAGE OF THE POWER PRODUCED AT BRADLEY 

LAKE CAN BE SOLD WHEN THE PROJECT COMES ON LINE ?

9. IS THE A .P .A .  CERTAIN THAT  POWER PRODUCED AT BRADLEY 

LAKE COULD BE SOLD ?

10. ARE THERE NOW OR HAS THERE BEEN ANY POWER SALES NEGO­

T IAT IONS WITH U T IL ITY  COMPANIES FOR BRADLEY LAKE POWER ?

11. WITH WHAT U T IL ITY  COMPANIES HAVE THOSE NEGOTIATIONS 

OR TALKS TAKEN PLACE ?

12. WHAT IS THE STATUS OF THE F . E . R . C .  L ICENSING PROCESS 

FOR BRADLEY LAKE ?

13. HOW LONG BEFORE CONSTRUCT'ON COULD ACTUALLY START ?

14. ARE THE COMMUNITIES TO BE SERVED BY BRADLEY LAKE SET 

UP TO HANDLE THE TRANSMISSION OF THAT POWER ?

15. THEN ,  ARE THERE CAP ITAL PROJECTS ASSOCIATED WITH 

BRADLEY LAKE THAT ARE NOT INCLUDED IN THE 354 MILLION 

DOLLAR COST FIGURE ?



STATUS REPORT

Bradley Lake Hydroelectric Project February 27, 1984

The Bradley Lake Hydroelectric Power Project was authorized by the 

U.S. Congress as a Federal project in the Flood Control Act of 1962.

After lengthy study the project was found to be economically feasible by 

the U.S. Army, Corps of Engineers in 1978.

The Corps of Engineers started work in 1978 and published a General 

Design Memorandum in February 1982 and a final Environmental Impact 

Statement in August 1982.

The 1981 Alaska State Legislature, by joint resolution, requested that 

the United States Congress provide a system to permit the Corps to 

design and construct the project as a project of the Alaska Power 

Authority, provided that the financing for the project be solely the 

responsibility of the State of Alaska and the Power Authority. The 

Legislature also appropriated $15 million from the General Fund to the 

Power Development Fund for the Bradley Lake project.

The 1982 Alaska State Legislature in HB 9 stated that subject to the 

review of the feasibility study and plan of finance by the Division of 

Budget and Management in the Office of the Governor the Bradley Lake 

Hydroelectric Project is approved as a project of the Power Authority. 

The Letter of Intent accompanying HB 9 stated that it was the intent of 

the Legislature that the Power Authority proceed with the Bradley Lake 

Hydroelectric Project by expending the funds received and by securing, 

if necessary, additional financing. The Legislature also appropriated 

$3 million for the 3radley Lake project.

The Power Authority attempted to negotiate an agreement with the Corps 

concerning the Bradley Lake project. Due to lack of Federal legislation 

to allow the Corps to accept State funds, impact of Federal ownership on 

ability of the Power Authority to obtain bonding for the project, and 

lack of State control of cost overruns and power rates, the Power 

Authority Board of Directors in October 1982 voted to pursue design and 

construction of the project by the Power Authority and supported 

Federal deauthorization of the project.

The Bradley Lake project was deauthorized by the U.S. Congress in 

December 1982.

In March 1983, the Board of Directors approved the selection of the firm 

of Stone and Webster Engineering Company as design engineer for the 

project, and authorized an award of a contract for preliminary design 

and feasibility study to focus on the determination of the feasibility 

and optimum plan for development of Bradley Lake. The project's 

conceptual design has been modified from that planned by the Corps to 

lessen the environmental impact and the cost of the project.

103/080 D1



STATUS REPORT 

February 27, 1984 

Page 2

Results of the Feasibility Study were presented to the Power Authority 

Board of Directors in September 1983. Tho project is attractive econom­

ically, both with or without Susitna. A sensitivity analysis at zero 

percent load growth indicates that Bradley Lake's economic feasibility 

remains positive. Consequently, the Board authorized preparation of a 

Federal Energy Regulatory License Application. Preliminary cost of 

power determinations were made under various funding scenarios which 

indicate that the Bradley Lake power costs are competitive with the 

thermal alternatives. The project was sized at 90 megawatts, con­

structed so that it could be expanded to 135 Megawatts in the future if 

necessary. In 1983 dollars the project cost is $283 million. The 1985 

bid price is $354 million, not including financing costs.

Meetings have been held with the various utilities who are potential 

power purchasers and Letters of Interest to purchase power have been 

received from a sufficient number of utilities to indicate that Bradley 

power is marketable.

Environmental aspects of the project have been discussed with the 

various Resource Agencies. The 60 day agency consultation period 

required by the Federal Energy Regulatory Commission (FERC) has been 

initiated and the draft license application has been forwarded to 

interested agencies. Minimum Bradley River instream flow requirements, 

which was a major concern of the Resource Agencies expressed in their 

review of the Corps' Final EIS, have been established and concurred with 

following Power Authority field study and analysis in 1983. A moose 

migration study is also underway to establish mitigation requirements 

for possible impacts on the moose population.

Current Status and Future Actions

1. The Finance Plan is in final preparation. The Plan considers 

information gained from the 4 Dam Pool negotiations and is based on 

Bradley Lake being in the Energy Program for Alaska. It should be 

finalized by March 18, 1984.

2. The Power Authority is currently working with the Office of 

Management and Budget on their review of the Feasibility Study and 

the Plan of Finance.

3. The submittal of the FERC license application will be considered by 

the Power Authority Board of Directors meeting during the week of 

mid March 1984.

4. Although funds have been appropriated for Bradley Lake, the project 

has not been specifically authorized by the Legislature at a 

specified construction cost nor has it been included in the Energy 

Program for Alaska. Design cannot be initiated until the project 

is authorized at a specified construction cost. HB 683 provides 

the required authorization and includes tne project in the Energy 

Program for Alaska.

103/080 D1
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5. If the Legislature authorizes the project, design can commence if 

approved by the Power Authority Board of Directors. No design 

funds will be expended until power sales agreements with specified

power rates have been signed by the participating utilities.

6. Sufficient funds have been appropriated to fund FERC license

support and design activities in FY 85. Additional funds,

dependent on the requirements of the Finance Plan, will be required

in FY 86 and later years.

7. If design can be initiated by July 1, 1984, construction could

commence in August 1985 with first power on line in late 1988. The

construction start is dependent on receipt of the FERC license.

FERC has indicated in writing that due to extensive Federal

environmental work on the project, it may be possible to receive 

the license as early as 11 months after submittal.

103/080 D1



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch  Y . S ta te  C ap ito l 

Ju n e au , A la sk a  99811  

(9 0 7 ) *465-3991

.  • April 26, 1982

MEMORANDUM

TO:.'j,;/.. Representative Hugh Malone •

Attnr*..rSpike Dale '

FROM: . ' Jack Kreinh^c(Jjl\ and David TeaL^T"

y r r jr  : Research - St • -T;fv

RE: Bradley Lake Financing Analysis

•" Research Request 82-122

You requested that we convert the power cost figures in the Bradley 

Lake-financing analysis nrepared by Sterling Gallagher into 1982 dol­

lars,' so that the costs can be more accurately compared to current 

power costs. Tables 1 and 2, below, show annual project and energy 

costs; based on 100 percent bond financing, and on 50 percent State 

financing, respectively- These tables correspond to Tables III and 

VIII of Mr. Gallagher's analysis.

TABLE 1

BRADLEY LAKE COST ANALYSIS (1982 DOLLARS)

Financing: 100 Percent Tax Exempt 14% Bonds

(7% inflation, 3% real discount rate)

Year -''

Debt

Service*- ••
• ($000) • —

Operating

Costs^

”• ($000)

Total 

Annual Cost 

'($000)

Energy 

Sales 

(MWH)

Power

Cost

(Cents/Kl

1989 $69,658 ” $1,063 $70,721 340,000 20,80

1994 42,845 917 43,762 340,000 12.87

1999 26,350 791 27,141 340,000 7.98

2004 16,206 683 16,889 340,000 4.97

2009 9,967 589 10,556 340,000 3.10

2014 6,130 508 6,638 340,000 1.95

1 Debt service in nominal dollars would be $137.6 million per year.

2 Operating costs are constant in real terms and are discounted at 

a real rate of 3 percent per year.



R e p r e s e n t a t i v e  Hugh M al o ne

April 26, 1982
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BRADLEY LAKE COST ANALYSIS (1982 DOLLARS) 

Financing: 50 Percent State Grant,

50 Percent Tax Exempt 14% Bonds 

(7% inflation, 3% real discount rate)

TABLE 2

Year

Debt

Service

($000)

Operating

Costs

($000)

Total 

Annual Cost 

($000)

Energy

Sales

(MWH)

Power

Cost

(Cents/KI

1939 $31,799 $1,063 $32,862 340,000 9.67

1994 19,557 917 20,474 340,000 6.02

1999 12,028 791 12,819 340,000 3.77

2004 7,398 683 8,081 340,000 2.38

2009 4,550 589 5,139 340,000 1.51

2014 2,798 508 3,306 340,000 0.97

These cost figures are based on the Gallagher analysis, discounted at 

an inflation rate of 7 percent and a real discount rate of 3 percent. 

The resulting power costs are much lower than those cited in the 

Gal lagher analysis, particularly in the more distant years. For 

example, Gallagher's figures for the cost of power under the 100 per­

cent bond financing case range, in nominal dollars, from 41 cents/KWH 

in 1989 to 44 cents in 2014.

In 1982 dollars, these costs are equivalent to 21 cents/KWH in 1989 

and 2 cents/KWH in 2014. Although the actual power cost in 2014, 

under Mr. Gallagher's assumptions, would be about 44 cents/<WH, this 

amount is comparable to only about 2 cents/KWH in terms of today's 

dol lars.

We are presently working on the second part of your request, which was 

to apply the analysis used by Mr. Gallagher for Bradley Lake to the 

Susitna project, and to re ew the Bradley Lake analysis for accuracy 

and completeness. This wurK should be completed by tomorrow, April 27. 

If you have any questions in the meantime, please let us know.

JK/bf



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch  Y . S ta le  C ap ito l 

Ju n eau , A la sk a  99811 

(9 0 7 )  4 6 5 -3 9 9 1

April 29, 1982

MEMORANDUM

TO: Representative Hugh Malone

ATTN: Spike Dale

FROM: Jack Krei

Research^I^Staff

r and David Teal

RE: Bradley Lake Financing Analysis--Supplementa'l Information

Research Request Number 82-122

This memorandum is in response to your request for a comparison of the 

Bradley Lake and Susitna hydroelectric projects, based on Sterling 

Gallagher's recent Bradley Lake financing analysis. The memorandum

contains 1) several tables which present energy costs of the two

projects and 2) a review of Mr. Gallagher's Bradley Lake analysis for

accuracy and completeness. The major finding is that, application of

Gallagher's analysis to both projects shows that the Bradley Lake 

project is capable of producing energy at lower cost than the combined 

l/atana and Devil Canyon portions of the Susitna project.

The source of data on the Susitna project is the Susitna Hydroelectric 

Project Draft Feasibility Report prepared by ACRES for the Alaska Power 

Authority, That report gives annual operating costs of the l/atana 

portion of the Susitna project as $10 million and lists project 

construction costs as $3,647 mil 1 ion. Construction and annual operating 

costs of the Devil Canyon project are $1,480 million and $5.2 million, 

respectively. All of these figures are in 1982 dollars.

Table 1 presents projected costs of the l/atana and Devil Canyon projects 

in nominal dollars. A seven per cent annual interest rate was used to 

convert 1982 do 1 la«s to projected bonding requirements and operating 

costs in the year of project completion,.and a 14 percent interest rate 

was used to compute interest costs during the construction periods. 

Both computations used the construction cost schedules presented in the 

draft feasibility reoort.
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Table 1

PROJECTED COSTS OF THE WATANA AND DEVIL CANYON 

HYDROELECTRIC PROJECTS 

(in millions of nominal dollars)

Watana Devil Canyon

(Completed 1993) (Completed 2002)

Total Construction Cost $ 6,D06 $ 4,503

Interest to Completion of 

Construction— Capital ized 4,555 2,800

Total Investment Cost 10,561 7,302

Financing Expense 327 226

Reserve Fund 1,804 1,247

TOTAL CAPITAL REQUIREMrNT $12,692 $ 8,775

Annual Debt Service $ 1,804 $ 1,247

Coverage (20% of Debt Service) 361 249

Interest on Reserve (at 13%) (234) (162)

NET ANNUAL DEBT SERVICE $ 1,930 $ 1,334

Operating Costs in First Year $ 21 $ 20

TOTAL ANNUAL COST— FIRST YEAR $ 1,951 $ 1,354

Source: House Research Agency 4/82

The remainder of the tables in this memorandum are based on the infor­

mation above and on average annual energy sales of 3,450,000 MWH and 

3,340,000 MWH from the Watana and Devil Canyon projects, respectively.*

lACRES anticipates that sale of power from the Devil Canyon project will 

be less than plant capacity during an initial operating period of about 

ten years. The resulting higher per unit power costs during that period 

are reflected in.the tables in this memorandum.
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Each of the tables is described below. In all cases, debt service is 

based on assumptions used in Gallagher's analysis of the Rradley Lake 

project. That is, the projects are supported by a tax exempt bond 

issue at 14 percent interest, a reserve fund equal to one year of 

debt service requirements, and coverage of 20 percent of annual debt 

service requirements. These figures are not identical to the financing 

details used by ACRES to determine the debt service requirements of 

the Susitna project. We have used Mr. Gallagher's approach on both 

the Bradley Lake and Susitna projects in order to minimize differences 

in the computation of total cost of the projects.

Although financing has been made equivalent, energy cost comparisons 

may not be accurate if some components of total cost have been omitted 

from one or more of the projects or if the methodology for estimating 

costs is not comparable. We have reviewed the construction cost esti­

mates of the Bradley Lake project and find Mr. Gallagher's figures 

acceptable for comparison with the Susitna project.

Table 2 shows project and energy costs of the Watana project in nominal 

dollars and is comparable to Gallagher's Table III. Debt service is 

constant— payments are fixed at the time bonds are sold— and operating 

costs increase at sev°n percent per year, which is the assumed rate of 

inflation. As in Gallagher's analysis, energy costs inc ase throughout 

the evaluation period. Table 2 shows energy costs of b .55 cents per 

kwh in 1994 and 58.45 cents per kwh in 2(114.

Table 2

WATANA HYDROELECTRIC PROJECT COST ANALYSIS 

(in millions of nominal dollars)

Energy Power

Debt Operating Total Sales • Cost

Year Service Costs_______ Annual Cost (GWH) (cents/kwh)

1994 $1,929.85 $22.52 $1,952.37 3,450 56.59

1999 1,929.85 31.59 1,961.44 3,450 56.85

2004 1,929.85 44.30 1,974.15 3,450 57.22

2009 1,929.85 62.13 1,991.98 3,450 57.74

2014 1,929.35 87.15 2,017.00 3,450 58.45

Source: House Research Agency 4/82
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Table 3 shows project and energy costs of the Uatana project in 1982 

dollars. The table corresponds to Table 1 in memorandum number 82-122 

delivered to you on April 26.2 Debt service is deflated at seven per­

cent per year to reflect the declining real value of a fixed payment. 

Operating costs are constant because it is assumed that the increase 

in operating costs is exactly equal to the rate of inflation. Energy 

costs decline from 25.13 cents per kwh in 1994 to 6.71 cents per kwh 

in 2014.

Table 3

WATANA HYDROELECTRIC PROJECT COST ANALYSIS 

(in millions of 1982 dollars)

Year

Debt

Service

Operati ng 

Costs

Total 

Annual Cost

Energy 

Sal es 

(GWH)

Power

Cost

(cents/kv

1994 $856.88 $10.00 $866.88 3,450 25.13

1999 610.94 10.00 620.94 3,450 18.00

2004 435.59 10.00 445.59 3,450 12.92

2009 310.57 10.00 320.57 3,450 9.29

2014 221.43 10.00 231.43 3,450 6.71

Source: House Research Agency 4/82

Table 4 compares energy costs of the Bradley Lake, Watana, and nevil 

Canyon projects. Estimated costs are in nominal dollars. Table 5 

makes the same comparison in 1982 dollars. In both tables, the "per- 

centage difference" columns refer to change from the projected energy 

costs of the Bradley Lake project. In both tables, the energy costs 

listed for the Susitna project are weighted averages of the Watana 

and Devil Canyon projects. In 2004 and 2009, the figures for Devil

2ln Table 1 of our memorandum of April 26, the discount rate included 

a three percent rate for the time value of money. That factor has been 

omitted from the computations in this memorandum. This "real interest 

rate" does not affect the percentage changes shown in tables 4 and 5 of 

this memorandum.
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Canyon are adjusted for operation at less than plant capacity. Note 

that power produced at Devil Canyon is expected to be about six percent 

cheaper than power from Bradley Lake once Devil Canyon is at full 

capacity but that the combined cost of energy from the Susitna project 

remains higher than energy produced at the Bradley Lake project.

Table 4

PROJECTED ENERGY COSTS OF THREE HYDROELECTRIC PROJECTS 

(NOMINAL CENTS PER KWH)

Year

Bradley

Lake Watana

Percentage Devil 

Difference Canyon

Percentage 

Di fference

Combi ned 

Susitna

Percentage

Difference

1994 41.32 56.59 37% — 56.59 37%

1999 41.68 56.85 36 — 56.85 36

2004 42.16 57.22 36 61.20 45 % 58.78 39

2009 42.85 57.74 35 43.30 1 50.84 19

2014 43.81 58.46 34 41.31 (6) 50.02 14

Source: House Research Agency 4/82

PROJECTED 1

Table 5

ENERGY COSTS OF THREE HYDROELECTRIC 

(1982 CENTS PER KWH)

PROJECTS

Year

Bradley

Lake Watana

Percentage Devil 

Difference Canyon

Percentage 

Di fference

Combi ned 

Susitna

Percentage 

Di fference

1994 18.35 25.13 37% — 25.13 37%

1999 13.19 18.00 36 — 18.00 36

2004 9.52 12.92 36 13.81 45% 13.27 39

2009 6.90 9.29 35 6.97 1 8.18 19

2014 5.03 6.71 33 4.74 (6) 5.74 14

Source: House Research Agency 4/82
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Ue were also asked to review the Bradley Lake analysis for accuracy and 

completeness. In Mr. Gallagher's Table III, the cost components are 

inaccurately summed. However, the energy cost computation is correct 

so there is no major flaw in the analysis. The construction cost esti­

mates of both projects appear to include similar items, and the assump­

tions on financing appear reasonable.3 Mr. Gallagher apparently used 

a project cost of $360 million and transmission costs of $70 million, 

compared to costs of $367 million and $47 million, respectively, cited 

in the Corps of Engineers' design memorandum. However, these cost 

differences do not have a major effect on projected energy costs. In 

short, we believe Mr. Gallagher's analysis was both complete and 

reasonably accurate.

*  *  *

We hope the information presented in this memorandum is helpful. If you 

would like additional information or would like to discuss the informa­

tion presented here, please call.

3The "financing expense" included in Mr. Gallagher's analysis was not 

verified. He simply use 1 the ratio of financing expense to total 

construction costs to determine a similar expense for the Susitna 

project.
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Bargaining In Billions: OFFICE CCPY vm

BLACKMAIL FOR "SUSITNA FUND"
Repeal of the so-called Susitna “blackmail clause” may be linked to the Gover­

nor's Major Projects Fund, and a new proposal to channel a portion of those revenues 
to Susitna and Bradley Lake. The inclusion of Bradley Lake in the potential compro­
mise may also be significant as a future alternative and compromise should Susitna
falter. The problem with the Susitna “equity/blackmail” clause— attaches to the
authorization of the four-dam pool now in controversy— is that it presents a “catch- 
22- situation, especially for Susitna backers and Southcentral region lawmakers. The 
clause effects $280 million in state grants (a gift) already invested in the four 
dams, and would convert that equity to interest hearing debt/equity if $5 billion is 
not invested in Susitna by 1991.

The short term debt used to construct the four dams is now coming due, beginning
in May. This means the state must either: (1) appropriate and pay cash for the
remaining $200 million in short-term debt, (2) finance the remaining $200 million 
with longer term revenue bonds, or (3) go into default.

The state and tbe Alaska Power Authority have proposed financing the remaining 
debt with longer term revenue bonds, (option 2). However, this requires (for bond 
buyers) evidence of feasibility and ability to repay, which means power-use contracts 
with the communities to be served. However, the communities to be served would not 
sign those agreements unless guaranteed that their wholesale power rates would be at, 
or below, their present alternative diesel capncity. Hencj, the Alaska Power Author­
ity has proposed n rate stabilization package, requiring $35 million initially (as a 
bond reserve) and a total of $65 million. On this basis bond buyers appear to have 
assurances they need to buy the bonds. (continued page 5)

Projects Bills Moving Quickly
The six capital projects bills are n ow moving 

swiftly in the House and Senate. The swift pace of 

the b i l l s  m e a n s  p r o ject l o b b y i s t s  had hest be 

a l e r t  c o n c e r n i n g  t h e i r  p r o j e c t s .  By the end of 

this week each House will probably have sent their 
throe bills to the "other House." The bills will 
quickly find their way to the Finance Co m m i t t e e s  

where they will "pause" for a time to get finish­

ing touches. The bills are: HB-635, Development, 
H B - 6 3 S ,  T r a n s p o r t a t i o n ,  IIB-637, U n i v e r s i t y  of 

Alaska, SB-3A4, Erosion Control, SB-403, Educa­

tion, and SB-42D, Hater and Sewer.

(continued page 4)
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Bargaining Over The "Blackmail Clause”
(Continued from page 1)
However, the Susitna "equity/black­

mail" clause presents further problems 
if buyers are to be attracted. What the 
clause means to bond buyers is that they 
do not know whether their risk should be 
assessed against $200 millio; (present 
remaining debt), or $480 million, should 
the blackmail clause come into effect 
and grants be converted to debt. It is 
as if the bond buyer is being asked to 
take a second mortgage behind Susitna, 
which is an unlikely position for either 
buyers to take or bond houses to recom­
mend. What is remarkable about the 
four-dam package is that the combined 
project is already salted with $280 
million in grant dollars and apparently 
still fails feasibility tests without 
further subsidy.

How did we get to this position. 
Well, of course things were different 
back when the dams were authorized and 
original appropriations made. The state 
was wallowing in enough money that these 
latter costs might easily have simply 
been appropriated if need be. If 
things were to be done over again, with 
benefit of hindsight, certainly with a 
$280 million gift to the projects, the 
users (communities) would have been 
required to sign off on power use con­
tracts before construction began and 
assume a share of the risk based on 
energy cost projections. They might 
have von big had the energy crisis con­
tinued, or lost. But that's the way 
most energy projects arc financed.

Now the four-dam financing package is 
all tangled up with Susitna. The pro­
blem for Susitna backers and Southcen­
tral lawmakers is that they may have to 
’’give up" something they thought they 
had, something no politician likes to 
dc. The Railbel.t lawmakers would like to 
maintain what they feel are political 
guarantees on Susitna. If they give up 
the “blackmail clause- they will want 
some similar provision such as guaran­
tees for Su3itna in the Major Projects 
Fund. If they can’t gel: pound for pound 
collateral for trading the "blackmailp^^

(continued from previous column) 
clause”, then some kind of reduced col­
lateral will have to do. Lastly, any 
politician wants to "save face".

The legislature could up and pay the 
$200 million due and maintain the 
"blackmail clause", but it would be 
politically difficult to squeese $200 
million out of the current capital pie. 
Next, they could do what the APA and 
Sheffield Administration propose, and 
devise whatever they can as a collateral 
payment for repealing the clause. Last­
ly, the state could "default", a move 
that would leave a terrible fiscal mess 
and likely a negative impact on state 
and local bond ratings of all kinds. 
Default would most certainly kill any 
chances of financing Susitna, or similar 
large scale state related revenue bond 
projects, unless the state were to use 
its own cash dollars.

The situation is not a happy one for 
anyone. Even the four-dam pool communi­
ties find that the dams produce no "rate 
benefits" presently, or are likely to in 
the near future. Perhaps the only la­
ment is that everything would have been 
wonderful if energy rates had soared as 
projected.

Eklutna Where Are You ? ? ?
With the major legislative capital 

billB now being kicked into their res­
pective "other houses", the biggest 
missing piece from those bills is the 
Anchorage Eklutna water project. The 
giant $220 million project, designed to 
meet Anchorage water demands in the late 
n S O ’s, received $13.7 million in 1982 
and $22.5 million last year. In Novem­
ber 1983, Anchorage voters also commit­
ted to the project with approval of $55 
million in local bonds. Plans called 
for 252! of funds to be local and 75% to 
he state ($55 million vs. $165 million).

A push and pull over Eklutna could 
develop in the latter stages of capital 
bill funding within the legislature, or 
or negotiations between the executive 
and the legislature.





S t a t e  o r  A l a s k a
□ F F I C E  O F  T H E  G O V E R N O R

J u n e a u

F e b r u a r y  13, 1 9 8 4

T h e  H o n o r a b l e  J o e  H a y e s  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  

P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  H a y e s :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, se c .  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  m a k i n g  a s p e c i a l  
a p p r o p r i a t i o n  t o  t h e  Al« s k a  P o w e r  A u t h o r i t y .  T h i s  s p e c i a l  
a p p r o p r i a t i o n  is f o r  r a t e  s t a b i l i z a t i o n  f o r  t h e  u t i l i t i e s  
t h a t  w i l l  b e  p u r c h a s i n g  p o w e r  f r o m  t h e  L a k e  T y e e ,  S w a n  
L a k e ,  T e r r o r  L a k e ,  a n d  S o l o m o n  G u l c h  h y d r o e l e c t r i c  f a c i l i ­
ti e s .  T h e  m o n e y  w i l l  b e  u s e d  t o  r e d u c e  t h e  w h o l e s a l e  p o w ­
e r  r a t e  f o r  t h e s e  u t i l i t i e s  d u r i n g  t h e  e a r l y  y e a r s  o f  t h e  
o p e r a t i o n  o f  t h e  h y d r o e l e c t r i c  f a c i l i t i e s  w h e n  h y d r o e l e c ­
t r i c  c o s t s  w i l l  b e  s i g n i f i c a n t l y  h i g h e r  t h a n  t h e i r  p r o ­
j e c t e d  c o s t s  f o r  d i e s e l  g e n e r a t i o n .

A t  t h e  c u r r e n t  s t a g e  o f  n e g o t i a t i o n s  o n  t h e  p o w e r  s a l e s  
a g r e e m e n t s  t h e  r a t e  s t a b i l i z a t i o n  f u n d  i s  t r e a t e d  a s  a 
g r a n t ,  a n d  t h e  s p e c i a l  a p p r o p r i a t i o n  b i l l  r e f l e c t s  t h i s  
a p p r o a c h .  H o w e v e r ,  t h e  a u t h o r i t y  is s t i l l  l o o k i n g  a t  t h e  
p o s s i b i l i t y  o f  f u n d i n g  r a t e  s t a b i l i z a t i o n  w i t h  a l o a n  
r a t h e r  t h a n  a g r a n t .  If t h e  l o a n  a p p r o a c h  is u s e d ,  a n  

a m e n d m e n t  uo t h i s  b i l l  w i l l  b e  p r o p o s e d  t o  relic''’: t h e  
c h a n g e .

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r
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PROPOSED RATE STABILIZATION FUND

A major issue involved with the establishment of the Energy Program for Alaska's 

Four Project Pool is the cost of power in the early years of operation. As is 

often the case with hydropower projects, the high fixed cost of bringing the 

projects on-line combined with relatively low utilization in the early years and 

lower than expected costs of operating diesel units has meant that the cost of 

power will exceed that of existing diesel generation. The Alaska Power Authority 

has, therefore, suggested a Rate Stabilization Plan that would provide an entry 

rate competitive with existing generation, protect the communities from rate 

shock, and allow the communities access to hydropower until the project's capacity 

is utilized enough to make it more desirable than diesel generation.

The power sales agreements proposed to the communities involved in the Four

Project Pool recognize that the full power cost of the Power Authority's hydro­

electric project will initially exceed that of the purchasing utilities' existing 

generation. This situation is V'-kely to continue for several years until the in­

creased usage of hydroelectric power brings its unit cost down and the unit cost 

of diesel generation, including the cost of additional generating capacity in­

creases. The attached graph illustrates this relationship. It shows, in concept, 

the average unit revenue requirements with and without the hydroelectric projects. 

The average unit revenue requirement represents the total co.'ts projected to be 

paid by the utility from sales revenue in each year divided by the forecasted 

sales of electricity. In the long run this approximates the average rate per unit 

of electricity sold to each type of customer including commercial, industrial, and 

residential.

The intent of the Rate Stabilization Fund is to offset the higher costs of the

hydroelectric projects in these early years in amounts equivalent to the costs

avoided by not operating diesel generation. The amount of the Fund is represented 

by the shaded area on the graph. The amount initially deposited in the Fund and

the annual amounts withdrawn from the Fund to offset each utility's power costs

from the Power Authority are established in advance and the power sales agreement 

will be conditional upon the establishment of the Fund. The calculations to 

determine the size of the Fund and the schedule of payments are detailed and

complex. They rely on large amounts of data and numerous assumptions and involve

analytical models that have been developed over the last several months with the 

purchasing utilities.

In general, the methodology involves projecting each utilities' costs with and 

without the hydroelectric projects and determining the difference. The costs 

without the projects include diesel fuel, operation and maintenance costs, major 

repairs and overhauls, and additions or replacements of generating capacity. By 

ourchasing power from the Power Authority, the utilities can avoid some or all of 

the costs associated with these items. If the amount paid for power rroin the 

Power Authority is equal to the avoided cost of diesel, then the resulting costs 

to the ratepayers is no greater than it would otherwise have been. Once the

avoided cost of diesel exceeds the fully allocated costs of Power Authority power,

there is no further need for rate stabilization payments. The point at which this

occurs is generally referred to as the "cross-over point." At the cross-over

084/156
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point power costs tend to stabilize as the slight increases in the operating costs 

of the hydroelectric projects are off-set by increasing power sales.

The amount in the Rate Stabilization Fund needs to be carefully considered as well 

as the variables that, will effect it. The amount is approximately $61.5 million 

consisting of $35 million in a State grant, $12 million from the bond proceeds,

and about $14.5 million in interest earned on the $47 million invested during the

approximately eight years that the Fund would be needed. These funds would be 

held by the Bond Trustee, not the communities, and each utility would take annual 

credits that would be necessary to stabilize their rates. Each utility would have 

a specific, maximum amount which could be drawn from the fund. While this amount 

could not be exceeded, the utility could elect not to take the entire annual

amount and the remainder would be held in the Rate Stabilization account and 

reinvested. In this way, the utility could use the excess money to provide for 

future rate shock insurance.

Due to provision in House Bill 9 (HB 9), an amendment to the Energy Program for

Alaska which established the pooled debt concept, there is the possibility of

return on the State's investment to these four projects. Because of the "system 

increment" mechanism imposed by HB 9, when a new project is introduced to the 

Energy Program, the debt service on that project is pooled with the projects

already in the system. The projects then continue to pay on the pooled debt at 

their established proportionate share. System increments, however pose problems 

for rate stability if a heavily debt financed project enters the system. As part 

of the rroposed power sales agreements, the Power Authority is proposing a "cap" 

on the amount that rates can be raised due to a system increment. (See attached

graph.) This will provide protection for the Four Project Pool utilities from

future rate shock due new projects being brought into the system while at the same 

time it will return a portion of the State's investment in these four facilities.

084/156



A l a s k a  P o w e r  A u t h o r i t y

C o m m i s s i o n e r :  D L y o n

E x e c u t i v e  D i r e c t o r :  L a r y  C r a w f o r d

B o a r d  m e e t i n g ,  22 F e b r u a r y  1 9 8 4

P o w e r  S a l e s  a g r e e m e n t s ;

1. C o p p e r  V a l l e y :  c l o s e  t o  a n  a g r e e m e n t .  J i m  B i l l i n g a m e ,  
m a n a g e r  o f  u t i l i t i e s s t a t e s  t h a t  h e  s h o w s  s o m e  c o n c e r n  of 
c o n f r o n t i n g  h i s  p u b l i c  w i t h  a c o s t  n o t  s e e n  b e f o r e .  P r e s e n t l y  

G l e n n a l l e n  d i e s e l  g e n e r a t i o n  is .06 P K H  a n d  p r o p o s e d  A P A  p o w e r  
w i l l  b e  .07 P K W .  T h i s  c o n s t i t u t e s  a 40% i n c r e a s e  t o  som e .  V a l d e z  
i s  a n  e m p h a t i c  NO! A v e r a g e  m o n t h l y  c o n s u m p t i o n  i n  G l e n n a l l e n
is 3 4 0  K W H  a n d  t r a n s l a t e s  t o  $ 9 0  p e r  m o n t h ,  w h i l e  V a l d e z  

is r u n n i n g  a n  a v e r a g e  m o n t h l y  b i l l  of 550 K W H  o r  $ 1 5 1 .  p e r  m o n t h .
A  40% i n c r e a s e  c a n  b e  d e v a s t a t i n g .

2. W r a n g e l l :  M a t t  C o l e  ( p o s i t i o n  u n k n o w n )  w i l l  b e  t a k i n g  p o w e r

s a l e s  a g r e e m e n t  t o  c i t y  c o u n c i l  T h u r s d a y  n i g h t  (Feb 23rd) f o r  
c o n s i d e r a t i o n .  H e  s a y s  d i s c u s s i o n  ( i n f o r m a l )  w i t h  c o u n c i l  
m e m b e r s  a p p e a r s  g o o d  a n d  c o n t r a c t  m a y  b e  f o r t h c o m i n g .

3. K o d i a k :  D a v i d  N e e s e ,  M g r  of M u n i - p o w e r .  M u n i c i p a l i t y  h a s  a g r e e d
t o  p u r c h a s e  p o w e r  f r o m  A P A .  T w o  s u g g e s t i o n s :  p o s s i b l e  l o a n s  to

c o n s u m e r s  a n d  t h e  e s t a b l i s h m e n t  o f  a n  a d v i s o r y  b o a r d .

4. K e t c h i k a n :  R i c k  - ? — . m g r  o f  u t i l i t i e s  s a y s  i t  l o o k s  v e r y

g o o d ,  c o n t r a c t  i n  the m a k i n g  w i t h  q u e s t i o n s  a s  to w o r d i n g
of l e g a l  d o c u m e n t s .

5. P e t e r s b u r g :  N O 1.'

M a n a g e m e n t  s t u d y  ( s t a t u s  r e p o r t )  p r e s e n t e d  b y  R o g e r  McManr.us of 
M e a d  c o n s u l t a n t s  f o r  F Y  84, F Y  85, F Y  86.

P r e s e n t l y  A P A  e m p l o y e s  69 p e r s o n s

E x e c u t i v e  D e p t ------------------ 4

P l a n n i n g  ------------------------ 9
P r o j e c t s  ------------------ 18
O p e r a t i o n s -----------------------7 |(

F i n a n c e - A d m i n i s t r a t i o n  31

A P A  is a s k i n g  f o r  a n  i m m e d i a t e  i n c r e a s e  o f  16, 17 m o r e  F Y  85, a n d  
a n  a d d i t i o n a l  9 f o r  F Y  86 to t o t a l  )ii p e r s o n s .

1 9 8 4  S u s i t n a  c o n t i n g e n c y  f u n d :  3 . 1 8  M i l l i o n  d o l l a r s
D r i l l i n g  r e q u e s t  ( w a n t a n a  dam) 1 . 9  m i l l i o n ,  if a p p r o v e d  t h i s  

w i l l  l e a v e  in t h e  c o n t i n g e n c y  f u n d  1 . 2 8  m i l l i o n .

C o m p e t i t i v e  b i d d i n g  o n  W a t a n a  D a m  d r i l l i n g  w i l l  b e  l e t  27 F e b  84 
w i t h  a w a r d i n g  of c o n t r a c t  s o m e t i m e  in m i d  A p r i l  84.
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May 26, 1983

MEMORANDUM

TO: Representative Ron Wendte

FROM: Jack Kreinhede

Research Staft

RE: Power Rates for Alaska Power Authority Projects 

Research Request 83-182

Suzanne Mullen of your staff requested that we review and summarize the 

power rate analysis provided to you by the Alaska Power Authority. 

This analysis compared power rates for the four projects now completed 

or under construction -- Solomon Gulch, Swan Lake, Terror Lake, and 

Tyee Lake -- under the following cases or scenarios:

• a base case, with all four projects under the current rate

structure established by HB 9, and minimum expected power sales.

• power sales for Swan Lake assumed to increase to 90 percent of

project capacity, with remaining assumptions identical to the 

base case.

• a "stand alone" case, in which all four projects are separatee

and responsible for the payment of their own debt service.

Under the current system, debt service is pooled for the four 

projects.

a stand alone case identical to the one just described, except 

that all projects are assumed to be fully utilized (all power 

sold). Swan Lake was assumed to be 90 percent utilized.

General Comments

In general, the rate calculations provided by the Power Authority appear 

to be accurate for the cases specified. Some of the power sales figures 

in the base case do differ slightly from earlier estimates provided by 

the Power Authority, but the differences are not major. However, the 

rate tables which were provided to you do not match all of the cases 

described in the cover letter. For example, the cover letter states 

that the analysis includes a case for Terror Lake, Swan Lake and Solomon 

Gulch under the current HB 9 rate system (Tyee excluded), and a case
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for Terror Lake and Solomon Gulch (Tyee and Swan l.ake excluded). 

However, neither of these two cases were included in the tables I 

reviewed. The only similar case was one for Terror Lake, Solomon Gulch, 

and Tyee Lake, with Swan Lake excluded from the system.

If you specifically requested these two cases from the Power Authority, 

you may wish to inform the Authority staff that the correct rate

analysis was not provided for these cases.

Comparison of Rate Scenarios

The attached graph and table provide a summary comparison of wholesale 

power rates in FY 1986 for the four scenarios described on the first 

page of this memo. Under the "current system" or base case scenario,

the Tyee project would have the highest power rate, at 16.6 cents per

kilowatt hour (KWH), with progressively lower rates for Swan Lake, 

Terror Lake, and Solomon Gulch.

Under the second scenario, increasing utilization of Swan Lake from 40 

percent to 90 percent reduces the power rates for all projects except 

Solomon Gulch. The explanation for the higher Solomon Gulch ''ate 

is rather complex, but basically, Solomon Gulch would have to carry a 

larger portion of debt service because of the lower system average 

rate which would result from increased utilization of Swan Lake. Swan 

Lake rates would decrease the most, but Terror Lake and Tyee would 

also benefit because of the debt-sharing formula included ir the HB 9 

rate structure.

The third scenario is the stand alone case. The power rates for this 

scenario should be compared to the current system case, rather than the 

90 percent Swan Lake usage case. Separation of the four power projects 

would have a large impact on rates, with large rate decreases for the 

Solomon Gulch and Swan Lake projects, and substantial rate increases 

for the Terror Lake and Tyee Lake projects. The primary reason ror the 

differences in rates is the dc-ot/equity ratio of the four projects.

Solomon Gulch has no debt, while Swan Lake was 26 percent debt financed. 

On the other hand, Terror Lake ane Tyee were 58 percent and 36 percent 

debt financed, respectively. The higher level of debt for these two

projects means that their power rates would increase if they were

separated from the current APA system, unless some other action were

taken to limit their rates, such as the Petersburg proposal for the 

Tyee project.

Finally, the fourth scenario shows the power rates for the four pro­

jects on a stand alone basis, with full utilization of the projects1 

capacities, except for Swan Lake, which is 90 percent utilized. The 

largest decrease in rates under this scenario is for the Tyee project,
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because of the low (26 percent) level of utilization for this project 

in the early years of operation. Swan Lake rates would also decrease 

substantially. Power rates for Terror Lake would decrease by a lesser 

amount, because it is already expected to be 68 percent utilized in 

its first year of operation. Solomon Gulch is essentially fully uti­

lized now, and so would not have any rate decrease under this scenario.

I hope this information is helpful. If you have any questions or would 

like additional research, please let us know.

JK

Attachments

C



COMPARISON OF ALASKA POWER AUTHORITY WHOLESALE RATES 

FY 1986 -- Four Scenarios 

(Cents Per Kilowatt Hour)

Project

Current

System

90 Percent 

usage of 

Swan Lake

Stand Alone 

Case

Stand Alone 

Case 

High Usage

Solomon Gulch 10.5 11.7 • 3.8 3.8

Swan Lake 13.5 8.2 8.7 3.7

Terror Lake 13.1 11.3 17.5 12.0

Tyee Lake 16.6 14.3 19.1 5.2

Source: Alaska Power Authority, 5/83 

House Research Agency 5/26/83
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May 27, 1983

MEMORANDUM

TO: Representative Ron Wendt.e

FROM: Jack Kreinheder
Research Staff

RE: Power Rates for APA Projects
Research Request 83-182 (Additional Information)

Suzanne Mullen of your staff provided a set of additional rate 

projections made by the Alaska Power Authority and asked that we prepare 
a comparative graph and table similar to that which was included in my 
memo of May 26. The graph and table are attached, and a brief explana­

tion of the rate comparison follows.

The first scenario shown in the graph and table is identical to the 

second scenario included in my previous memo, and is repeated here as a 
basis for comparison with the other cases. The power rates shown for 
this first scenario are based on the current four-project APA system 
in FY 1986, with Swan Lake power sales at 90 percent of project capacity.

The second scenario shows the effect on power rates of excluding the 
Tyee Lake project from the APA system, with the other three projects 
remaining in the system. The power rates for Tyee would increase from 
14.3 cents to 19.1 cents in 1986 if it were separated from the system, 
unless additional power from the project could be sold or some other 
action was taken to reduce rates. The rates for the other three projects 
would all decline if Tyee were removed from the APA system, because 
chey would not have to share the higher cost of Tyee power.

Swan Lake is excluded from the APA system under the third scenario,
with Tyee, Solomon Gulch, and Terror Lake remaining in the system. The 
power rates for Swan Lake would decline by more than 50 percent, from 
8.2 cent; to 3.7 cents, if this separation occurred, and if 90 percent 
of the power from the project can be sold in 1986. The rates for Tyee 
and Terror Lake would increase substantially if Swan Lake were removed
from the power system, because of the loss of Swan Lake's relatively
low cost power to share the system debt service. Solomon Gulch would 

have a minor rate increase.

C
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Under the fourth scenario, Tyee and Swan Lake are both removed from the 
APA system, leaving only Solomon Gulch and Terror Lake. Tyee and Swan 
would both have the same power races as if they had independently been 
excluded from the system. Terror Lake rates would increase from 11.3 
cents in the base case to 13.7 cents under this scenario, while Solomon 
Gulch rates would stay about the same.

Please contact me if you have any questions or would like additional 
information.

JK

Attachments as stated



FY 1986 -- Four Scenarios 
(Cents Per Kilowatt Hour)

C O M P A R I S O N  O F  P O WE R  R A T E S  F O R  A L A S K A  P O WE R  A U T H O R I T Y  P R O J E C T S

Project

Base Case -- 

Assumes 90% 
Swan Lake Usage

Tyee Lake 
Exluded From 
APA System

Swan Lake 

Excluded From 
APA System

Tyee & Swan 
Excluded From 
APA System

Solomon Gulch 11.7 11.1 11.3 11.6

Swan Lake 8.2 7.6 3.7 3.7

Terror Lake 11.3 10.2 14.4 13.7

Tyee Lake 14.3 19.1 17.5 19.1

Source: Alaska Power Authority, 5/83 
House Research Agency, 5/27/83
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RESEARCH AGENCY

Pouch Y, State Capitol 
Juneau, Alaska 99811 

(907) 465-3991

April 12, 1983

MEMORANDUM

TO: Representative Ron Wendte

FROM: .Jack Krei nhede
Research Staff

r

RE: Susitna "Rlackmail Clause" [AS 44.83.398(h)(2)] 
Research Request 83-145

Suzanne Mullen of your staff asked that we briefly explain the current 
effect of [AS 44.83.398(b)(2)], commonly referred to as the Susitna 
"blackmail clause," on the viability of the Susitna hydroelectric pro­
ject and on other Alaska Power Authority projects.

As you know, the clause states that if $5 billion is not appropriated 
to the power development fund by July 1, 1986, the power rate for 
each project owned by the Power Authority will increase to a level 
sufficient to return to the State If) percent of the State investment 

in the project each year. There has been some controversy over the 
definition of the term "State investment" as used in the clause, which 
has resulted in uncertainty over the power rates that would occur if 
the clause went into effect. In any case, the clause would result in 
a substantial increase in power rates, up to lf)0 percent or more for 
some projects. The higher rates under the clause would apply not only 

to cu.-rent projects, but to Susitna and other future projects, as well.

The "blackmail clause" was enacted as part of SB 25 in 1981, and was 
intended to provide some assurance that Susitna or another large Rail- 
belt power project would receive appropriations comparable to those 
made in 198D and 1981 for p o w e r  projects in other regions of the state. 

At that time, $5 billion was considered sufficient to pay for almost 
the full cost of Susitna and the other projects under development.

As a result of the sharp declines in State revenues over the last two 
y^ars, the blackmail clause is now considered by the Power Authority 
and other experts to be an obstacle, rather than an aid, to development 

of Susitna and other projects. As you know, the Power Authority has 
introduced (through the Governor's Office) legislation to repeal the 
clause.



The basic problem is that falling State revenues have made it extremely 
unlikely, barring a complete reversal in oil price trends, that the 

State can afford to appropriate $5 billion for power projects by FY 86. 
Approximately $50G million has been appropriated for power projects 
to date, so that an additional $4.5 billion would have to be appro­
priated in the next three fiscal years to meet the requirements of the 
clause. The latest Department of Revenue figures (30th percentile) 
project about $8.8 billion in total general fund revenues from FY 84 
to FY 86. At current levels, the operating budget alone would require 
about $5.8 billion over these three years, leaving only $3 billion for 
ail loan and capital appropriations. Under more optimistic revenue 
forecasts, it would be more practical to appropriate the required $4.5 
billion for power projects, but very little money would remain for 
other capital projects or loans.

Because it appears almost certain that the "blackmail clause" would 
take effect if it remains law,* the electric utilities in the Railhalt 
and other areas of the state have become concerned about the efferc of 
the clause on them. The clause, as part of the Power Authority's rate 
statutes, must be included in every power sales contract negotiated by 
the Authority. Although the Authority has obtained power sales con­
tracts for the Solomon Gulch, Terror Lake, and Swan Lake projects, the 
utilities involved are very concerned about the prospect that their 
rates for purchased power could double in three years.

The Power Authority's financial advisors also fear that the clause 
could affect the issuance of revenue bonds for existing and future 
power projects, because the bond markets could be concerned about the 
ability and willingness of utilities to pay the higher rates under the 
clause. The financial advisors have stressed the importance of having 
the Power Authority's first bond issues be as straightforward and 
risk-free as possible in order to establish a sound credit rating.

With respect to Susitna, both the Governor and the Federal Energy 
Regulatory Commission (FERC) have stated that construction cannot 

begin, non will a FERC license be issued, until power sales agreements 
for Susitna pover have been signed by Railbelt utilities. As mentioned 

earlier, the "blackmail clause" applies to future power projects, not 
just projects new under construction or in operation. One of the

* There have been questions raised about the constitutional i «.y of the 
clause, and it is possible that the clause would be struck down in 
court. The clause vs currenlty the subject of a lawsuit by the 

Trustees for Alaska; however, the suit has been stayed pending 
legislative action on the measures to repeal the clause.
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largest obstacles to the successful negotiation of the Susitna power 
sales agreements is that the pov/er rates for Susitna depend heavily 
on the level of State funding for the project, which is uncertain 
at this time. The clause accentuates this problem by creating the 
prospect that Susitna power rates could be considerably higher than 
estimated by recent studies.

I hope this information is useful. If you have any questions or would 
like additional research, please let us know.

C
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April 15, 1983

MEMORANDUM

TO: Representative Jack McRride

FROM: Jack Kreir»hed<
Research Staf

RE: Swan Lake Hydroelectric Project 
Research Request 83-89

In response to a request made '« Rena Bukovich of your staff, this 
memorandum provides the following information on the Swan Lake hydro 
project near Ketchikan:

(1) the expected construction cost and completion date of the 

project;

(2) a comparison of the projected cost of power from the project 
and current power rates in Ketchikan; and

(3) the status of the power sales agreement between Ketchikan and 
the Alaska Power Authority.

PROJECT STATUS

The Swan Lake hydro project 's expected to he completed and begin 
operation by January 1984. Ar.cording to John Ferguson, the Swan Lake 
project manager for the Alaska rower Authority, the project was 84 per­
cent complete as of March 31, 1983. The project will have an installed
generating capacity of 22.5 megawatts and an annual firm energy pro­
duction of about 70 million kilowatt hours per year.

The total completed cost of the project was estimated at $99.2 million 

as of February 1, 1983, including about $2 million in contingencies. 
At that time, $72.4 million had be-̂ n spent by the Power Authority on 
the project. The financing for the project consists of $69 million 
in State appropriations and $35 million in short-term interim financing 

obtained by the Power Authority. The interim financing comes due in 
March 1984, and will have to be refinanced at that time, probably 
through the issuance of long-term revenue bonds.

C

(
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CURRENT AND PROJECTED POWER RATES

As you know, concerns have developed in recent months about the high 
projected cost of power from the APA hydro projects now under con­
struction, primarily in regard to the Tyee Lake project.* Initial 
rate projections done by the Power Authority early this year indicated 
that power rates frcm the Swan Lake project might also exceed the cost 
of diesel generation in the first years of project operation. However, 
current rate analyses conclude that the cost of power from Swan Lake 
will he competitive with diesel generation from the beginning of 

project operation, even without any additional State funding or other 

legislative action. In addition, there appears to be a good chance of 
marketing surplus power from the project to industrial users, thus 
reducing power rates substantially.

Current Diesel Generation Costs

Bob Arnold, General Manager of the Ketchikan electric utility, stated 
that the current cost of diesel power generation for the utility is 
about 13 cents per kilov/att hour. This cost is up from 12 cents per 
kilowatt hour (KWH) in 1982, despite the decline in world oil prices. 
Mr. Arnold said that there has been only a small drop in diesel fuel 
prices in Ketchikan (about five cents per gallon) and that this drop 
was offset by increased operation and maintenance costs for the diesel 
generating units.

Ketchikan also generates about 45 percent of its power requirements
from three hydro plants. The average cost of power from these plants
is only about 4 cents per KWH. These existing hydro facilities will 
continue to be operated after Swan Lake begins operation, unless
increased utilization of t»'e project makes it economic to shut the
smaller plants down.

Swan Lake Power Rates

The current "base case" power rate for Swan Lake is expected to be 
about 12.5 cents per KWH in FY 86, according to Mike Yerkes, Director 
of Operations for the Power Authority. This base case rate forecast 
assumes no additional State appropriations to the energy program and 
no sale of surplus power from Swan Lake. FY 86 is the critical year 

for powv.-r rates, because that is when the Terror Lake project would 
begin operation. Under the rate structure established last year by

* For a more detailed discussion of the Tyee Lake rate situation, see 
my memo of 2/11/83 to Representative Clocksin (Request No. 83-39).

C



c
R e p r e s e n t a t i v e  M c B r i d e
A p r i l  1 5 ,  1 9 3 3
P a g e  3

HB 9, each power project has a separate rate, but the debt service is
pooled for all of the projects under the energy program for Alaska.
Therefore, the addition of new projects to the system can affect the

rates for earlier projects such as Swan Lake.

The higher ratio of debt to equity for Terror Lake and the way in

which debt is pooled among the four projects -- Swan, Tyee, Terror,

and Solomon Gulch -- results in power rates for all of the projects
peaking when Terror Lake is added to the system in FY 85.

As noted earlier, Swan Lake is expected'to begin operation in January 
1983. During the first few months of operation, until long-term debt 
is issued, the power rate will be set at a level to cover only opera­
tion and maintenance costs. This rate will probably be in the range of 
4 to 5 cents per KWH. As of July 1, 1985, the power rate is projected 
to increase to about 9 cents per KWH, with a further increase in July
1985 to the 12.5 cents per KWH rate cited above. The rate is then
expected to decline slowly to 11 cents in FY 90, 8.5 cents in 1995, and 
just over 6 cents in the year 2000. See attachment A for a chart of 

this rate trend.

It should be noted that these rate projections are somewhat arbitrary 
in that they do not account for the addition of other power projects
such as Bradley Lake or Susitna. However, the future of these projects
is still uncertain and their impact on power rates depends largely on 
the financing used to build them.

If these rate estimates are accurate, there should be no difficulty in
marketing power from the Swan Lake project. The highest power rate 
would be in FY 86 at 12.5 cents per KWH, less than the 13 cents per KWH
which it now costs Ketchikan to generate diesel power. If oil prices
drop substantial ly or revenue bond interest rates are higher than 
expected by the Power Authority, a rate problem could develop for Swan 

Lake; however, this appears unlikely.

Sale of Surplus Power

About 40 percent of the generation capacity of the Swan Lake project
would be used in the first years of project operation, based on current
Ketchikan power dennnd and growth rates. Mr. Arnold has had discussions 
with the managers of industrial plants in Ketchikan who now generate 
their own power about the possibility of purchasing Swan Lake power. He 
believes it is likely that agreements to market surplus Swan Lake power 
can be negotiated and that the power output of the project can be fully 
utili*: d from its first year of operation.
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Full utilization of Swan Lake's capacity would decrease the power rate 

from 12.5 cents to about 8 cents per KWH in FY 86. Under this arrange­
ment, power sales to industrial users would be made on an interruptible 

basis, meaning that sales to industrial users would be reduced as the 
power demand of residential and commercial users increased in future 
years.

Full or increased utilization of the Swan Lake project would also reduce 
power rates for the other three projects under the energy program, 
because of the pooling of debt service among the projects. With higher 
utilization, Swan Lake would pay for a larger percentage of the uebt 
service for all the projects. This effect is most important for thr. 
Tyee project because '.t has the highest power cost of the four projects. 
For Tyee, full utilization of Swan Lake would reduce the power rate 
from 16 cents per KWH to about 13.5 cents.

This lower rate would substantially improve the marketabi 1 ity of Tyee 
power, although a further decrease in rates through other means c>uld 
still be necessary. It should be noted that increasing the utilization 
of Tyee itself would be the most effective means of lowering the power 
rate from that project. Consideration is being given to this option, 
but the market for surplus power in Petersburg and Wrangell appears 
weaker than in Ketchikan. One longer-term option would be to construct 
an intertie between the Tyee and Swan Lake projects, in order to make 

additional capacity available to Ketchikan when the power from Swan 

Lake is fully utilized. The Power Authority is currently conducting 
a study to evaluate this option, as well as other power sources for 
Ketchikan.

Attachment B illustrates the relationship between increased utilisation 
of Swan Lake and power rates for the project. The figures also show 
that Swan Lake covers an increasing percentage of debt service for the 
energy program as utilization rises. This increasing share of debt 
borne by Swan Lake is what causes the decline in power rates for other 
projects.

The one drawback or limitation to the increased utilization of Swan 
Lake is that the contracts for the sale of surplus power will not be 
firm take-or-pay contracts. This means that if an industrial purchaser 
shuts down because of market conditions or a strike, for example, the 
purchaser will not have to pay for the power which is not used. As a 
result, the power rate paid by the Ketchikan utility would have to 
revert to a higher rate to cover the debt service and operating costs 
of the project.

This situation would not be as problematic for Ketchikan as for Peters­
burg and Wrangell, because the highest rate for Ketchikan would still 
be below the cost of diesel generation (according to current estimates).
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However, for Petersburg and Wrangell, the increased power rate resulting 

from reduced utilization of Swan Lake could be higher than the cost of 

diesel generation for these communities. Therefore, Petersburg and 
Wrangell nay be reluctant to sign power sales agreements based on a 
power rate that depends on full utilization of Swan Lake. It may 
be necessary to implement some type of "backup plan" based on State 
appropriations or loans to ensure that the power rates for these cities 
will not exceed an acceptable level.

The Power Authority Board of Directors will consider the power rate 
issue at their board meeting scheduled for Monday, April 18 in Juneau.

SWAN LAKE POWER SALES AGREEMENT

An agreement for the purchase of Swan Lake power was signed by the 
Power Authority and the City of Ketchikan in the spring of 1982. The 
agreement now needs to be revised to incorporate the substantial 
changes made by HB 9, which was enacted at toe end of the 1982 legisla­
tive session. The original agreement specified that the contract was 
subject to statutory changes and would be changed to reflect any changes.

The Power Authority and the City of Ketchikan decided last fall to 
wait until the end of the current legislative session before revising 
the existing contract, rather than risk having to revise the contract 
a second time if changes to the Power Authority's statutes are made 
during this session. As the project will not begin operation until at 
least January 1984, this delay should not have any significant effect 

on the project.

ie ie it "k ie

I hope you find this information useful. If you have any questions or
would like additional research, please do not hesitate to call.

Attachments
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ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATI VES 

RESEARCH AGENCY

Pouch Y. State Capitol 

Juneau. Alaska 99811 
(907) 465-3991

February 11, 1983

MEMORANDUM

TO: Representative Don Clocksin

FROM: Jack Kreinheder
Research Staff

RE: Lake Tyee Power Costs and Project History 
Research Request 83-39

You requested that we summarize the current status of contract nego­
tiations for the sale of power from the Lake Tyee hydro project. You 
asked that we address the expected cost of power from the project, 
current power costs in Petersburg and Wrangell, and alternatives for 
reducing Tyee power costs to marketable levels.

The attached letter from the Alaska Power Authority outlines the 
sequence of construction cost estimates for the Tyee project and 
the decisions made by the Power Authority Board concerning project 

construction.

It is important to emphasize that the power cost projections in this 
memorandum are preliminary and are currently being revised by the 
Power Authority to reflect detailed financing arrangements for the 
Tyee project* These revised cost estimates will probably be somewhat 
lower than the figures cited here.

SUMMARY OF. FINDINGS

The basic power marketing problem for the Tyee project is that the 
wholesale cost of power from the project in its first years of operation 
is projected to be about 40 percent higher than current power generation 
costs for Petersburg and Wrangell. The Power Authority estimates that 
Tyee power will cost about 16.5 cents per kilowatt hour (KWH) in FY 
1986. Recent press reports have cited claims by Petersburg officials 
that the retai 1 cost of power from Tyee would be 100 percent higher 
than current levels. However, these claims are disputed by the Power 
Authority, as discussed later.

Power generation in Petersburg and Wrangell now costs about 12 cents 
per KWH and this cost is not likely to increase substantially over 
the next several years unless oil prices increase more than expected 
by most forecasters. These co. 'unities are understandably not willing
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to sign contracts to purchase Tyee power at rates substantially higher 
than current generation costs.

If no action is taken by the legislature to reduce Tyee rates, it 
appears that power sales agreements could not be obtained and the 
Power Authority wojld not be able to sell the necessary revenue bonds 
to repay the interim financing for the project. Although I did not 
research the possible steps the Power Authority might take in this 
situation to avoid a default on the Tyee debt, the Authority would 
probably be in a precarious financial position.

There are several possible approaches to reducing power rates for 

the Tyee project, most of which require more State money:

(1) Make an additional lump sum appropriation to the hydro 
program to reduce the amount of debt financing required 
for Tyee and other projects. About $70-80 million may be 
required to reduce Tyee rates to the evel of current power 
coots. If desired, this apprupriation could be structured 
as a loan, to be repaid to the State after Tyee power becomes 
competitive with the cost of power from present generation 

facilities.

. (2) Appropriate a smaller amount of about $20 million only to the 
Tyee project and enact temporary legislation which would 
reduce only the Tyee rates. (Under present law, an appro­
priation to any power project would reduce the power rates 
by an equal percentage for all projects.)

(3) Make annual appropriations of about $2-3 million to cover a 
portion of the debt service costs for the Tyee project, 
allowing power rates to be reduced until the project becomes 

— •— competitive with diesel generation costs. —

(5) Restructure the long-term debt for the Tyee project to rc-duce 
debt service costs in the early years of project operation 
(the viability of this approach is uncertain).

Amend the rate structure under present law to spread the 
higher cost of Tyee power among other power projects.

C
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TYEE POWER COSTS

The following table shows projected wholesale power costs for the 
Tyee project frc.n FY 85 to FY 90.

PROJECTED TYEE WHOLESALE POWER COSTS 
(Cents per Kilowatt Hour)

Fiscal Year__________ 1985 1986 1987 1988 1989__ 1990

Power Cost 12.8 16.5 16.7 16.8 17.0 17.2

Power Sales 32.0 32.8 33.6 34.5 35.3 36.2
(Mi 11 ions of KWH)

Source: Alaska Power Authority for FY 85-86, 
adjusted by House Research Agency for 
FY 87-90 for 4 percent annual increase 
in debt service cap, 3 percent average annual 
load growth for all APA projects, and 5 percent 
annual inflation in operation and maintenance costs.
Debt service calculations based on 35-year revenue bonds 
at 11 percent interest, with a 1.1 coverage level.

Again, these projections are preliminary, and more accurate figures 
will be available within a week. These projected rates are probably 
on the high side because they do not account for the interest earned 
on debt reserve funds or the lower-than-expected cost of the interim 
financing for the project. The Power Authority's financial advisors 
are now Vurking to incorporate these-and other adjustments to arrive 
at more accurate rate projections. One uncertainty in these rates is 
that they assume the Wrangell sawmill will buy ’.bout 7 million KWH per 
year —  about 20 percent of total projected power sales from the pro­
ject. The sawmill was shut down for over a month this winter and 

could be an uncertain buyer of Tyee powe'1.

The Tyee project is scheduled to be completed in early 1984, and may be 

on line as soon as Octooer 1983 if work continues at its current pace. 
When the project begins generating power, the initial rate will be 

set to cover only operation and maintenance costs (4-5 cents/KWH) until 
the start of the 1985 fiscal year, when the rate will increase to cover 
the costs of long-term financing for Tyee and the Swan Lake project. 
The power rate will increase again in FY 86 to reflect the cost of
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revenue bonds issued for the Terror Lake project. After 1986, the Tyee 
power rate will probably increase by about two percent per year.*

PROJECT FINANCING

The completed cost of the Tyee project is now estimated at $115 to $125 
million. Construction of the project has been financed by $82 million 

in appropriations from the legislature and $50 million in interim 
financing. This interim financing will have to be repaid in the 
spring of 1984 through the issuance of revenue bonds, additional State 
appropriations, or a combination of the two. The Swan Lake project 
also has $50 million in interim financing which will be repaid at about 
the same time. Terror Lake has $100 million in short-term debt which 
will be due in 1985.

HB 9 RATE STRUCTURE

The financing and power costs for Tyee are tied to those of other 
Power Authority hydro projects under legislation enacted in 1982 
(CCSHB 9 —  Chapter 155). This statute requires each hydro project to 
pay its "proportionate share" of the total debt service costs for all 
projects, as determined under a formula in the stavute. Basically, the 
statute means that if the construction cost of Tyee is 25 percent of 
the total cost of all projects in the system, Tyee must pay 25 percent 
of the total debt service costs for all projects. The wholesale power 

rate for each project is then determined by adding operation and 
maintenance expenses to debt service costs and dividing this sum by 
the expected power sales for each project.

The HB 9 rate structure replaced the "postage stamp" or single statewide 
rate formula which was enacted in 1981 by SB 25. The major purpose 
for the change in the rate structure was to increase the incentive for 

-building cost-effective and properly sized* projects, by-linking power 

costs more directly with project construction costs.

When the conference committee on HB 9 reviewed rate projections for the 
four power projects, there was concern that the rates for the Tyee and 
Swan Lake projects would be excessive under the HB 9 rate structure. 
As a result, the committee included in the legislation a limit or cap 
on the debt service cost for each project. Under this cap, no project 
must pay more than the average debt service cost for all Power Authority

* The rate calculation is complex, hut the three main factors that affect 
the project rates after 1986 are: inflation in 0&M costs, the rate of 
growth in power sales, and the 4 percent annual increase in the HB 9 
debt service cap. The addition of the Bradley Lake project or other 
projects could also affect Tyee rates substantially.
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projects, plus a certain percentage which increases eech year (8 percent 
in FY 85, 12 percent in FY 86, and so on). Although this debt service
limit reduces the power rate for Tyee substantially, iv does not reduce
the rate to a marketable level.

Because the debt service costs are pooled for all projects in the 
system, an appropriation to Tyee or any other project would reduce 
the power costs for all projects by an equal percentage.

PETERSBURG AND WRANGELL POWER COSTS

Current Costs

Exa^t power costs for Wrangell and Petersburg were not readily available 
at this writing. However, the busbar generation cost (equivalent to the 
wholesale power cost from Tyee) for both communities is approximately 
12 cents per KWH. Wrangell generates all of its electricity from 
diesels, while Petersburg obtains about half its power from the Crystal 
Lake hydro project, which was built many years ago. The Petersburg 

utility apparently has a higher level of debt than the Wrangell utility, 
which offsets the lower cost of power from the hydro facility.

While most of the recent publicity concerning the Tyee project has 
focused on the city of Petersburg, the Power Authority staff maintains 
that Wrangell would face a larger rate increase if Tyee power were 

purchased at current projected rates than would Petersburg. According 
to Mike Yerkes, who is negotiating the Tyee contracts for the Power 
Authority, this is because Wrangell would convert entirely from diesel 
generation to Tyee power, while Petersburg would continue to generate 
about half its power from the low-cost Crystal Lake hydro project, 
which was built decades ago.

Future Costs

The rate of increase in future generation costs for Petersburg and 
Wrangell is one of the basic questions tu consider in determining what 
approach the State might take to the Tyee situation. The cost of 
diesel fuel is the largest expense component for these utilities,
averaging about 9-10 cents per KWH generated over the past year.
As you know, the future of world oil prices is highly uncertain and 
the range of forecasts is considerable. However, the most recent 
Department of Revenue forecast projects a 28 percent cumulative decrease 
in the real price of oil through FY 87. In nominal terms, oil prices
in FY 88 are forecast to be about the same as today.

If this projection is accurate, it may be the early to mid-1990s 
before diesel generation costs would increase to the level of Tyee
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costs. However, an additional consideration is that Wrangell and 
Petersburg may have deferred expansion of their generation facilities 
in expectation of receiving Tyee power. Therefore, new generators 
might have to be ?dded to meet increases in load growth during the 
80s, which would increase power rates.

Retai1 Power Rates

Part of the publicity over the Tyee project centered on claims by 
Petersburg officials that they would have to add about 9 cents per 
KWH to the wholesale cost of power from Tyee for distribution and 
overhead costs, thus doubling the retail power costs from current 
levels. The Power Authority staff believe tnis figure is highly 
inflated and does not account for savings in diesel maintenance costs 
which would occur when Tyee comes on line. The staff is preparing 
documented estimates of what they feel are more realistic distribution 

and overhead costs.

Other Concerns

It is important to note that the cost of power from current projects is 
not the only concern of Petersburg, Wrangell, and other cities or 
utilities to be served by Power Authority projects. These groups are 
also concerned that under the current rate structure, their power rates 

could increase substantially as additional projects are added to the 
system. Whether this would occur depends on the level of State funding 
for the additional projects. If the ratio of State funding to bonded 
costs for new projects is lower than the average for current projects, 
the rates for_current projects would rise.

The "Susitna Blackmail Clause" [AS 44.83.398(b)(2)] is an additional 
source of concern for municipalities and utilities, as the clause 
could dramatically increase power rates if not repealed. This clause 
would increase power rates by requiring a 10 percent annual return on 
investment to the State if $5 billion has not been appropriated for 

power projects by 1986.
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POSSIBLE APPROACHES TO THE TYEE RATE PROBLEM

There a.rfs several possible approaches to the Tyee rate problem, as 
summarized earlier. The choice among them is complex and depends on 
basic policy issues relating to the power development program. Some 
of the more important factors to consider are discussed below.

Lump Su.ni Appropriation

This approach would be the most expensive; preliminary calculations 
indicate that $70-80 million would be necessary to lower the Tyee power 
rates to the cost of diesel generation.* Although the outstanding 
debt on the Tyee project is only $50 million, the pooling of debt 
service among all projects under the APA rate structure requires a 
larger appropriation to reduce Tyee rates sufficiently. A lump sum 
appropriation would also lower the power rate: for Solomon Gulch, Swan 
Lake, and Terror Lake by an equal percentage (obout 40 percent). This 

raises two questions.

First, is it necessary or desirable to reduce the power rates for 
other projects that already have reasonably price power? Second, what 
effect would lowering the rates for all projects now on line or under 
construction have on future projects? Lowering the average power rate 

would reduce the debt/equity ratio for current projects and require 
a higher level of State appropriations for future projects unless 
power rates were to be increased for all projects.

Special Tyee Legislation

If special legislation were passed so that a one-time appropriation 
would be used to reduce only Tyee power rates, roughly $20 mi 11 ion 
mul£L_be_ required to provide the necessary rate reduction. However, 
this approach could be- viewed as creating a precedent for "bailing 

out" high-cost projects which might result in similar problems for 
future projects.

Annual Appropriation

In lieu of a one-time appropriation, the legislature could make annual 
appropriations of about $2.4 million to cover the debt service shortfall 
that will result if power is sold at 12 cents rather than 16.5 cents 
per KWH. These appropriations would continue and eventually diminish

* I have not included these calculations here for the sake of brevity, 
but can provide them if desired.
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to zero as the cost of diesel generation increased to match the cost
of Tyee power or the cost of Tyee power fell. Although it is uncertain
how long these annual appropriations would be required, depending on 
fuel escalation rates and other factors, the total cost would probably 
be half or less the cost of a lump sum appropriation.

The Petersburg and Wrangell utilities would be eligible for rate relief 

under the power cost assistance program, but only for the portion of 
retail rates above 16 cents in FY 86. This floor increases by one cent 
each fiscal year. Also, cost assistance is available only for the 
first 600 KWH per month sold to each customer. Therefore, a separate 
appropriation specifically for Tyee debt service might be required 
each year in order to reduce power rates sufficiently.

Modification of Rate Structure

It would be technically possible to modify the statutory rate structure
to reallocate at least part of the Tyee debt service to other lower
cost projects, primarily Solomon Gulch and Terror Lake. The communities 
served by these projects would probably strongly "ppose this change. 
In addition, the bond markets could view this juggling of the rate 
structure with some concern.

Restructure Project Debt

It may be possible to reduce the debt service costs for the first few 
years of operation of the Tyee project by borrowing additional funds 
with which to pay part of the interest on the bonds for several years. 
According to Sterling Gal lager of John Nuveen and Associates, it is 
legally possible to have this type of arrangement for five years 
without violating federal arbitrage regulations. However, the financial 
viability of this approach is uncertain and would require additional 
research.  _

Another possibility would be to use a geometric financing approach, in 
which the debt service schedule would be shifted so that debt service 
costs would be lower in the early years and increase gradually as the 
project power sales increased. This approach has been used in a few 
utility bond issues, but it is uncommon and would also require more 
investigation to determine its viability for the Tyee situation.
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IMPLICATIONS FOR OTHER POWER PROJECTS

A number of legislators and other observers ha\e expressed concern 
about the possibility of the Tyee marketing prjblem occurring with 
Susitna or other hydro projects. This is a controversial issue with 

numerous points of view, but a few observations may be helpful in 
understanding the problem.

It is important to recognize the distinction between the economic
feasibi1ity of a hydroelectric project and the marketing feasibi1ity of' 
the same project. Although the economic feasibility of the Tyee 
project is an issue itself, the point is that even a clearly feasible 

hydro project will usually require some sort of grant or low-cost 
financing to lower power rates to marketable levels in its early years 
of operation. After a period of years, increasing power sales and 
higher fuel costs for the alternative generation source should result 
in a break-even point, after which the hydro power becomes less
expensive. The initial subsidy to the project can then be repaid, if 

necessary.

In the case of the Tyee project, the continually increasing cost
estimates for the project made it difficult to determine how much State 
money was required to achieve marketable power rates. The power-mar­
keting problem for Tyee is also accentuated by the fact that Tyee has 
the largest excess generation capacity of the four projects now or 
line or under construction -- only about 25-30 percent of the project's 

capacity will be used in the first years of operation. This lower 
level of utilization means that a higher proportion of State funds is 
necessary to obtain reasonable power rates.

A major element of the Tyee problem appears to be that neither the 
legislature nor the Power Authority placed sufficient emphasis until 
recently on the marketing of power-from the project;, under-construction. 
Part of the reason for this apparent oversight is that in 1980 and 
1981, State revenues were increasing rapidly and it was expected that 

most of the project costs would be funded through direct appropriations 
or low-cost loans, rather than by revenue bonds. With this expectation, 
power marketing was not an issue because of the low power costs. The 
sharp decline in State revenues has resulted in more reliance on debt 
financing, causing higher power rates and the marketing problem demon­
strated by the Tyee project.

With respect to the Power Authority, an additional problem was the lac.< 
of staff with experience in marketing and rate issues. It was only 
about 10 months ago that the Power Authority hired someone with rate 
setting and utility experience. Until then, the focus cf the staff
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was more on the feasibility, design, engineering and financing aspects 
of power development.

A final contributing factor to the Tyee situation was that the revisions 
to the Power Authority rate structure enacted in 1982 by HB 9 were not 
based on a full assesment of the effect of these rate revisions on the 
marketability of power from T>ee and the other projects.

The likelihood of the Tyee rate problem occurring with other power 

projects is difficult to assess. The Power Authority appears to have 
made good progress in dealing with the marketing issue. Several 
measures have been taken to avoid the recurrence of tho Tyee cost 

escalation problem, and a number of recent bids for construction of 
the Terror Lake and Anchorage-Fairbanks projects have been substantially 
lower than engineering estimates.

In addition, the Authority has proposed changing its procedures to 
require power sales contracts to be signed before project construction 

begins, and this was done for the Terror Lake project. In the past it 
has been difficult to obtain contracts because it was uncertain how much 
funding would be provided by the legislature, and there is a natural 

incentive for communities to lobby the legislature for additional funds 
to reduce their power rates. It may also be difficult to obtain pre­
construction power sales agreements for the Susitna project because of 

the long lead time of the project.

The chances of the Tyee power marketing problem occurring with future 

power projects wculd be reduced if the legislature made certain it 
had sound estimates of the maximum appropriation necessary for power 
marketing purposes before approving construction of a project, and 
committed itself to the appropriation of the necessary amount. Any 
changes in the rate structure should also be made only after detailed- 
evaluatlon of the impact on project power rates and marketabi 1 ityr—

* * * * *

I hope this information is useful. If you have any questions or would 

like additional information, please don't hesitate to call.

JK

Att’-hment
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February 9 ,  1983

H r .  J a c k  K r e i n b e d e r  
H o u s e  R e s e a r c h  A g e n c y  
P o o c h  Y
J u n e a u ,  A l a s k a  9 9 8 1 1

Subject: T y e e  H y d r o e l e c t r i c  Project-SiMMry o f  E s t i m a t e d  T o t a l  C o s t s  

D e a r  J a c k :

A s  p e r  j o u r  r e q u e s t ,  f o l l o w i n g  1 s  a  b r i e f  s u m a r y  o n  t h e  s e q u e n c e  o f  
e v e n t s  o n  t h e  T y e e  h y d r o p o w e r  p r o j e c t  p r i m a r i l y  r e l a t i n g  t o  c o s t -  T h e  
s u M » r y  o f  B o a r d  a c t i o n s  w a s  e x t r a c t e d  f r o m  o u r  c o r p o r a t e  m i n u t e s .  H a s t  o f  
t h e  a c t i o n s  t a k e n  b y  t h e  B o a r d  w e r e  b a s e d  o n  a d v i c e  f r o a  n y s e l f  a n d  m y  s t a f f .

■A<

O n  D e c e m b e r  1 9 ,  1 9 7 9 .  t h e  A l a s k a  P o w e r  A u t h o r i t y  s u b m i t t e d  & r e v i s e d  
a p p l i c a t i o n  t o  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C c w i s s l o n  ( F E R C )  f o r  t h e  
c o n s t r u c t i o n  o f  t h e  T y e e  H y d r o e l e c t r i c  P r o j e c t  i n  t h e  v i c i n i t y  o f  W r a n g e l l  
a n d  P e t e r s b u r g ,  A l a s k a ,  O u r  e n g i n e e r s ,  R .W .  R e t h e r f o r r f  A s s o c i a i e s / t u t e r -  
n a t i o n a l  E n g i n i s e r f n g  C o m p a n y  ( I E C O )  e s t i m a t e d  t h e  t o t a l  c o s t  o f  t h e  p r o j e c t  a t  
t h a t  t i m e  a t  $ . $ , 5 9 9 , 0 0 0  ( 1 9 8 0 $ ‘ s ) .  W it h  a n  a l l o w a n c e  f o r  i n f l a t i o n  a n d  
i n t e r e s t  d u r i n g  c o n s t r u c t i o n  t h e  e s t i m a t e d  t o t a l  c a p i t a l  i n v e s t m e n t  a t  t h a t  
t i m e  c a m e  t o  $ 5 3 , 3 3 3 , 0 0 0 .  -

S n  S e p t e m b e r  1 9 8 0 .  I E C O  s u b m i t t e d  a  r e v i s e d  c o s t  e s t i m a t e  o f  $ 5 0 , 9 7 6 , 0 0 0  
( A u g u s t  1 9 8 0 $ ’ s ) .

E a r l y  i n  1 9 8 1 ,  t h e  P o w e r  A u t h o r i t y  r e t a i n e d  E B A S C Q  S e r v i c e s .  I n c . .  t o  
p r e p a r e  a n  i n d e p e n d e n t  c o s t  e s t i m a t e .  E B A S C O  s u b s e q u e n t l y  e s t i m a t e d  t h e  t o t a l  

. p r o j e c t  c o s t - a t  $ 9 6 , 6 9 3 , 0 0 0  ( H a y  1 9 8 1 $ * s ) .  - E s c a l a t e d  t o  t h e  m i d p o i n t  o f  
c o n s t r u c t i o n ,  t h i s  w o u l d  r e p r e s e n t  a  c o m p l e t e d  c o s t  o f  a p p r o x i m a t e l y  $ 1 1 0  
m i l l i o n .  A f t e r  r e v i e w i n g  t h e  E B A S C O  e s t i m a t e .  I E C O  c o n c e d e d  t h a t  I t s  p r e ­
v i o u s  e s t l m t e s  w e r e  l o w  a n d  I E C O  r a i s e d  i t s  e s t i m a t e  t o  $ 8 ) , 0 6 9 , 0 0 0  ( J u n e  
1 9 8 1 $ ' s ) .  E B A S C O  r e f u t e d  t h i s  r e v i s e d  e s t i m a t e .

P r o c u r e m e n t  o f  h * > g - ! e a d - t i m e  t u r b i n e s  b e g a n  i n  J u l y  1 9 8 1  i n  a n t i c i ­
p a t i o n  o f  a  r e f t C  l i c e n s e .  T h e  B o a r d  o f  D i r e c t o r s  w a s  r e a l i g n e d  b y  S t a t u t e  
i n  t h e  l a t t e r  p a r t  o f  0 , ' l y  1 9 8 1 .  T h e  F E R C  i s s u e d  a  l i c e n s e  o n  A u g u s t  5*
1981 and tha a w a r d  o f  s e v e r a l  a d d i t i o n a l  procurement a n d  o n e  c o n s t r u c t i o n  
c o n t r a c t  followed a l m o s t  l i m n e d l a t e l y  t h e r e a f t e r .

I E C O  c o n t i n u e d  t o  « a k e  m o n t h l y  r e p o r t s  o n  t h e  s t a t u s  o f  t h e  p r o j e c t ,  
I n c l u d i n g  e s t i n a t e d  t o t a l  p r o j e c t  c o s t s .  I t  i s  i m p o r t a n t  t o  n o t e  t h a t  b y  
t h e  e n d  o f  M a r c h  1 9 8 2 .  I E C O  h a d  i n c r e a s e d  i t s  p r o j e c t  e s t i m a t e  t o  $ 9 7 , 0 7 2 , 0 0 0 ,
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i n c l u d i n g  e n g i n e e r i n g  c o s t s  p r i o r  t o  c o n s t r u c t i o n .  I n  t h e  M a r c h  r e p o r t  t h e  
o v e r h e a d  t r a n s m i s s i o n  l i n e  w a s  e s t i m a t e d  t o  c o s t  $ 1 2 , 8 4 0 , 0 0 0  p l u s  a  
$ 6 , 0 0 0 , 0 0 0  c o n t i n g e n c y .  L e s s  t h a n  tw o  m o n t h s  l a t e r ,  d u r i n g  t h e  M d  o p e n i n g  
f o r  t h a t  c o n t r a c t .  I E C O  p r o v i d e d  a n  e n g i n e e r ' s  e s t i m a t e  o f  $ 2 3 , 2 8 0 , 8 8 7 . 0 0 - *  
a n  e s t i m a t e  t h a t  i s  2 4  p e r c e n t  a b o v e  a n y  p r e v i o u s  e s t i m a t e ,  i n c l u d i n g  c o n ­
t i n g e n c y  f u n d s .  T h e  a c t u a l  l o w  b i d  w a s  e v e n  h i g h e r  a t  $ 2 4 , 9 0 1 , 4 0 6 .

S t a r t i n g  w i t h  t h e  I E C O  e s t i m a t e  f r o m  t h e  M a r c h  1 9 8 2 ,  r e p o r t ,  a d j u s t i n g  
f o r  t h e  a c t u a l  lo w  b i d  o n  t h e  t r a n s m i s s i o n  l i n e ,  a n d  a d d i n g  t h e  e s t i m a t e d  
c o s t  f o r  a  p r o p o s e d  s e p a r a t e  s u b s t a t i o n  c o n s t r u c t i o n  c o n t r a c t ,  t h e  e s t im a t e d  
t o t a l  p r o j e c t  c o s t  w as i n c r e a s e d  b y  I E C O  t o  $ 1 1 0 , 1 3 3 , 0 0 0  ( H a y  1 9 8 Z ) .  T h i s  
d i d  n o t  i n c l u d e  a p p r o x i m a t e l y  $ 5  m i l l i o n  f o r  o w n e r  p r o v i d e d  i n s u r a n c e .
D u r i n g  t h e  m o n t h s  t h a t  f o l l o w e d ,  t h e  t o t a l  p r o j e c t  c o s t  h a s  d e c r e a s e d  a n d  
i n c r e a s e d ,  s l i g h t l y ,  a s  a d j u s t m e n t s  h a v e  b e e n  a « d e  f o r  a c t u a l  b i d s  o n  r e l a ­
t i v e l y  s * a l l  p r o c u r e m e n t  c o n t r a c t s . .

I n  D e c e m b e r  1 9 8 2 ,  a n d  a g a i n  i n  January 1 9 8 3 ,  s e n i o r  s t a f f  o f  I E C O  a n d  
l E C O ' s  p a r e n t  c o m p a n y ,  M o r r i s o n  K n u d s o n  ( H * K ) ,  m e t  w i t h  r e p r e s e n t a t i v e s  o f  t h e  
P o w e r  A u t h o r i t y  t o  d i s c u s s  c o n s t r u c t i o n  m a n a g e m e n t  o f  t h e  p r o j e c t ,  i n c l u d i n g  
t o t a l  p r o j e c t  c o s t s .  T h e  l a t e s t  i n f o r m a t i o n  f r o m  I E C O  i s  t h a t  t h e  t o t a l  'r e ­
j e c t  c o s t  w i l l  n o t  e x c e e d  $ 1 2 4 , 8 8 6 , 1 0 0 .  T h e  P o w e r  A n t h o r i t y  h a s  a s k e d  tt 

p a r e n t  c o m p a n y ,  M - K .  t o  c o m p l e t e l y  r e v ie w  t h i s  e s t i m a t e .  A  r e p o r t  f r o m  t h e  
M - K  s t a f f  1 s  a n t i c i p a t e d  t h e  s e c o n d  w e e k  o f  M a r c h  1 9 8 3 .

A  s u * a r y  o f  B o a r d  a c t i o n s ,  a s  e x t r a c t e d  f r o m  o u r  c o r p o r a t e  m i n u t e s ,  i s  
a s  f o l l o w s :  —

O c t o b e r  4 ,  1 9 7 8  B o a r d  r e c e i v e s  r e p o r t  o n  T y e e  P r o j e c t  i n d i c a t i n g  t h a t ,  
a c c o r d i n g  t o  t h e  r e c o n n a i s s a n c e  s t u d y  b y  R o b e r t  W . R e t b e r f o r d  A s s o c i a t e s ,  
(R W R ) t h e  P r o j e c t  l o o k s  f a v o r a b l e  a n d  t h a t  T h o m a s  B a y  P o w e r  C o m m i s s i o n  
( T B P C )  w i l l  s o o n  e n t e r  i n t o  c o n t r a c t  w i t h  RW R f p r  F e d e r a l  E n e r g y  R e g u l a t o r y  
C o m m i s s i o n  ( F E R C )  w o r k  a n d  t h a t  T B P C  m a y  r e q u e s t  t h e  A l a s k a  P o w e r  A u t h o r i t y  
t o  t a k e  o v e r  t h e  p r o j e c t .

N o v e m b e r  1 8 ,  1 9 7 8  A P A  B o a r d  v o t e d  t o  m a k e  $ 1 2 0 , 0 0 0  l o a n  to TBPC  f o r  T y e e  
F E R C  w o r k  a n d  t h i s  w o u l d  s u p p l e m e n t  t h e  $ 3 0 0 ,0 0 0  a v a i l a b l e  from t h e  H a t e r  
R e s o u r c e s  R e v o l v i n g  L o a n  F u n d  ( W R R L F )  i n  o r d e r  t o  c o v e r  t h e  $ 4 7 5 ,0 0 0  c o n t r a c t  
w i t h  R W R .

J u n e  2 1 ,  1 9 7 9  B o a r d  m a k e s  a  l o a n  t o  T B P C  o f  $ 6 0 , 0 0 0  f o r  T y e e  P r o j e c t .  T 8 P C  
a n d  R e p r e s e n t a t i v e  E . J .  H a u g e n  r e q u e s t  t h e  A P A  t a k e  o v e r  T y e e .  T h e  B o a r d  
d i r e c t e d  s t a f f  t o  b r i n g  i n f o r m a t i o n  b s c k  a t  n e x t  B o a r d  m e e t i n g  f o r  P r o j e c t  
t a k e - o v e r .

S e p t e m b e r  2 7 *  1 9 7 9  T y e e  L e c t f V  o f  U n d e r s t a n d i n g  w i t h  T B P C  a d o p t e d  b y  B o a r d .

N o v e m b e r  2.  1 9 7 9  B o a r d  a u t h o r i z e  E x e c u t i v e  D i r e c t o r  t o  s u b m i t  F E R C  l i c e n s e  
a p p l i c a t i o n .  A l s o  p a s s e d  " s t o p - t b * - u o c k “' r e s o l u t i o n  n e e d e d  f o r  b o n d i n g .

F e b r u a r y  7 ,  1 9 8 0  B o a r d  a g r e e d  t o  e x t e n d  c o n t r a c t  f o r  a d v a n c e d  E n g i n e e r i n g
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a n d  D e s i g n  t o  I E C O  f o r  T y e e  b u t  i t  w as  l a t e r  d e c i d e d  w i t h  l e g a l  c o u n c i l  t o  
s e e k  c o m p e t i t i v e  p r o p o s a l s .

A p r ^ 'l ‘ E ,  1 9 8 0  B o a r d  s e l e c t s  I E C O  f o r  t h e  E n g i n e e r i n g  a n d  D e s i g n  f r o m  a m o n g  
t h r e e  p r o p o s a l s .

O c t o b e r  2 3 ,  1 9 8 0  B o a r d  i n f o r m e d  t h a t  c o s t s  h a v e  i n c r e a s e d  f r o m  $ 3 9 , 0 0 0 , 0 0 0  
t o  $ 5 1 , 0 0 0 , 0 0 0  a n d  h a s  I E C O  e x p l a i n  t o  8 o a r d .

A p r i l  2 0 ,  1 9 8 1  B o a r d  s e l e c t s  c o n s u l t a n t  p a n e l  a s  r e q u i r e d  b y  F E R C .

H a y  1 4 ,  1 9 8 1  B o a r d  a w a r d s  B i d s  f o r  T u r b i n e s -

J u l y  6 ,  1 9 8 1  B o a r d  c o n s i d e r e d  a w a r d in g  c o n t r a c t  f o r  S t e e l  T o w e r s  a n d  C o n d u c t o r s
b u t  d e f e r s  " n o t i c e  t o  p r o c e e d "  u n t i l  a f t e r  o p e n i n g  o f  m a j o r  C i v i l  C o n t r a c t  
s o  t h a t  t h e  B o a r d  c o u l d  g e t  a  b e t t e r  f i x  o n  t h e  t r u e  c o s t  o f  t h e  P r o j e c t .

A u g u s t  1 8 ,  1 9 8 1  F E R C  l i c e n s e  h a s  b e e n  r e c e i v e d .  B i d s  f o r  C i v i l  c o n s t r u c t i o n  
w e r e  r e v ie w e d  a s  w e r e  t h e  e c o n o m i c s  o f  t h e  P r o j e c t  b a s e d  o n  n e w  c o s t  
e s t i m a t e s .  H o t i c e - t o - p r o c e e d  w as g i v e n  Or: T w e r s  a n d  C o n d u c t o r s .  T h e  
B o a r d  w a s  i n f o r m e d  t h a t  e x i s t i n g  f u n d s  w e v e  i n s u f f i c i e n t  a n d  t h a t  i n t e r i m  
f i n a n c i n g  w o u ld  b e  n e c e s s a r y .  B o a r d  d e f e r r e d  a c t i o n  u n t i l  t h e  n e x t  ■ e e t i n g .

S e p t e m b e r  1 0 ,  1 9 8 1  B o a r d  a w a r d s  C i v i l  W o r k s  c o n t r a c t  t o  S h u t '  l e a s t  H a r r i s o n  
Western ( S E H W )  a f t e r  l e n g t h y  d e b a t e .

O c t o b e r  2 ,  1 9 8 1  B o a r d  i n f o r m e d  o n  l e g a l  a c t i o n s  a g a i n s t  T y e s  c o n s t r u c t i o n  
c o n t r a c t s .  H e e d  f o r  I n t e r i m  f i n a n c i n g  w a s  d i s c u s s e d  a n d  i n d i c a t e d  a  
p r o p o s a l  w o u l d  b e  p r e s e n t e d  t o  t h e  B o a r d  1 n  D e c  c a b e r ,  1 9 8 1 .  R i s k  M a n a g e m e n t ' s  
d e s i r e  t o  u s e  " W r a p - u p  I n s u r a n c e "  o n  T y e e  P r o j e c t  w as d i s c u s s e d  a n d  a c t i o n s  
t h a t  w o u l d  b e  t a k e n  t o  e f f e c t u a t e  s u c h  a  p r o g r a m .

D e c e o b e r  1 5 ,  1 9 8 1  A  F i n a n c e  P l a n  w as p r e s e n t e d  t o  t h e  B o a r d .  I t  w a s  
r e c t  w e n d e d  t h a t  t h e  B o a r d  a p p o i n t  a  s u b c o m m it t e e  t o  r e v ie w  t h e  f e a s i b i l i t y  
o f  I n e  T y e e  P r o j e c t  b a s e d  o n  p r e s e n t  k n o w le d g e  o f  t h e  c o s t s .  C o m m is s io n e r s  
W a r  a n d  M u e l l e r  a n d  O r .  W e e d e n  w e r e  a p p o i n t e d  t o  t h e  s u b c o m m i t t e e .  T h e  
B o a r d  m o v e d  t h a t  f i n a l  f i n a n c i n g  d o c u a e n t s  f o r  f i n a n c i n g  b e  p r e p a r e d .  T h e  
e c o n o m i c s  o f  t h e  P r o j e c t  w a s  r e v ie w e d .

J a n u a r y  2 2 ,  1 9 8 2  S e n a t o r  D a n k w o r t h  a n d  R e p r e s e n t a t i v e  H a u g e n  a d d r e s s e d  t h e  
B o a r d  a n d  r e c o w w n d e d  p r o c e e d i n g  w i t h  i n t e r i m  f i n a n c i n g .  B o a r d  a u t h o r i z e d  
s e c u r i n g  o f  $ 5 8 , 0 0 0 , 0 0 0  i n  i n t e r i m  f i n a n c i n g .  B o a r d  a w a r d e d  a  c o n t r a c t  f o r  
U n d e r w a t e r  C a b l e s .

H a y  2 5 ,  1 9 8 2  T h e  B o a r d  a w a r d e d  t h e  O v e r h e a d  T r a n s m i s s i o n  l i n e  c o n t i n g e n t  
u p o n  t h e  L e g i s l a t u r e  n o t  p a s s i n g  a  p i e c e  o f  l e g i s l a t i o n  t h a t  w as b e i n g  
c o n s i d e r e d  b u t  t h a t  s u b s e q u e n t l y  w as n o t  p a s s e d .  T h u s  o n  J u n e  3 ,  1 9 8 2  t h e  
E x e c u t i v e  D irector i n f o r m e d  t h e  Board o f  h i s  I n t e n t  t o  i s s u e  t h e  award for 
T r a n s m i s s i o n  T o w e r  c o n s t r u c t i o n .
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October 22, 1982 The Board a w a r d e d  contract f o r  Transformers.

I  t r u s t  t h i s  i n f o r m a t i o n  i s  o f  a s s i s t a n c e  t o  y o u .  I f  t h e r e  i s  
f u r t h e r  I n f o r m a t i o n  y o u  n e e d ,  please c a l l  o n

E r i c  P .  Y o u l d  
E x e c u t i v e  D i r e c t o r

CC:
C .  C o n w a y  
C o o w . D -  L y o n



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch V, Stale Capitol 
Juneau, Alaska 99811 

(907) .465-3991

March 10, 1983

MEMORANDUM

TO: Representative Jack McBride

FROM: Jack Kreinhedei
Research Staff

RE: History of Hydro Projects in Election District 1 
Research Request 83-54

You requested that we summarize the development of hydro projects in 
Election District 1, focusing on the Swan Lake, Lake Grace and Tyee 
Lake sites. As you know, the Swan Lake and Tyee Lake projects are 

under construction by the Alaska Power Authority, while Lake Grace was 
considered as an alternative to the Sv/an Lake site.

Existing Hydro Projects in Ketchikan and Petersburg

The City of Ketchikan's electric utility generates about 45 percent of 
its annual power production from three existing hydro facilities at 
Ketchikan, Beaver Falls, and Lake Silvis. The generation capacity of 
these hydro units is 4,200, 5,000, and 2,100 kilowatts, respectively. 
The first generating unit at the Ketchikan site was installed in 1938, 
with another unit added in 1957. The first Beaver Falls unit was 
installed in 1946, with two more generators added in 1954. The Lake 
Silvis plant was installed in 1968.

Ketchikan's remaining power demand is met by diesel generators with a 
total capacity of about 18,300 kilowatts. These diesel units will be 
retired except for standby generation purposes when the Swan Lake 
oroject is completed.

Petersburg generates about 50 percent of its current power requireinents 
from the Crystal Lake hydro project. This project was originally 
developed in 1929, with a major expansion in 1955. The current genera­
tion capacity of the Crystal Lake plant is about 2,000 kilowatts.

The City of Wrangell presently generates al 1 of its electricity from 
diesel plants.
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Lake Grace

Lake Grace is located about 15 miles east of Swan Lake on the west 
side of Behm Canal. The proposed hydro plant at Lake Grace would have 
been substantially larger than Swan Lake in terms of power output and 
cost. The Lake Grace project would provide 25,000 kilowatts (KW) of 

capacity and 102 million kilowatt hours (KWH) of average annual energy, 
in comparison to 18,000 KW of capacity and 85.4 million KWH of energy 
for the Swan Lake project.

You expressed an interest in how the decision was made by Ketchikan to 
proceed with development of the Swan Lake hydro site, rather than the 
Lake Grace site. The principal basis for this decision was an appraisal 
report prepared by R.W. Beck and Associates in June 1977 for Ketchikan 
Public Utilities. This report evaluated the technical and economic 
feasibility and compared the cost of power for hydro developments at 
Swan Lake, Lake Grace, and Mahoney Lake, which is a smaller site.

The R.W. Beck report found that although hydro development was feasible 
at each of the three sites, Swan Lake was the most economic hydro 
alternative which would eliminate Ketchikan's reliance on diesel fuel. 
The average 10-year cost of power for the Swan Lake project was 
estimated at 6.7 cents per KWH, compared to 7.8 cents per KWH for the 
Lake Grace alternative. The Mahoney Lake alternative was competitive 
with Swan Lake with a power cost of 6.7 cents per KWH, but the Mahoney 

Lake site would not generate enough power to replace all of Ketchikan's 
diesel generation. A summary comparison of the three projects is 

included in Appendix A, taken from the R.W. Beck report.

You also indicated an interest in whether the U.S. Borax mineral 

ci-velopment at Quartz Hill was considered in the evaluation of alterna­
tive hydro projects for Ketchikan. It appears that the power require­
ments of the Borax development were not given significant consideration, 

for at least two reasons. When the Borax molybdenum discovery was 
first announced in 1977, Borax planned to meet its power needs by 
constructing its own hydro project au Wilson Lake (this plan was 
later dropped because of strong local opposition, due in large part to 
the high sport fishing value of Wilson Lake). In addition, the City 
of Ketchikan was primarily concerned with meeting the power needs of 
its residents, not of mining or other industries outside of the city.

R.W. Beck recommended that Lake Grace and Mahoney Lake be reevaluated 
as additional hydroelectric developments when the power output from Swan 
Lake nears full utilization. Lake Grace is now within the Misty Fjords 
National Monument, which may make future development of this site more 
difficult. The Lake Grace area was withdrawn under federal land classi­
fication at one time as a power project site, but is unclear whether 
this withdrawal was superceded by the National Monument designation.
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Swan Lake

The Alaska Power Authority prepared the following brief history of 
the Swan Lake project, which is expected to begin producing power 
by January or February of 1984.

The City of Ketchikan, having made the decision to discontinue 
its reliance on the use c; .'.iesel electric generation to meet 
rising energy demands, authorized the engineering firm of R.W. 
Beck in September of 1977 to investigate the feasibility of 
developing, as a major hydroelectric generating resource, the 
Swan Lake Project which is located approximately 22 miles 
northeast of Ketchikan near the northern end of Carroll Inlet 
in the central portion of Revillagigedo Island.

In June of 1978, R.W. Beck issued a feasibility report indicat­

ing that a hydroelectric project which would demonstrate a 
benefit/cost ratio of 1.25 could be constructed at Swan Lake 
at a total investment cost of $80,924,000. Subsequently, the 
City of Ketchikan, Ketchikan Public Utilities (KPU) authorized 
R.W. Beck to proceed with preparation of final design of the 

project.

The 1980 Legislature through joint resolution authorized the 
Alaska Power Authority to issue bonds up "o the maximum amount 
of $120,000,000 for financing the construction of the Swan Lake 

Project.

Construction was initiated by KPU in November of 1980. funding 
for project design and initial construction was secured primari­
ly through the proceeds of loans from the Power Authority's 
Power Project Revolving Loan Fund.

On May 28, 1981, the Power Authority loaned KPU $35,000,000 for 
construction from funds which had been raised through the sale 

of General Obligation Bonds.

On May 21, 1982, the Power Authority and KPU executed an
acquisition agreement under which, in recurr, for providing 
funds to complete project construction, the Power Authority 
wil ' receive title to the project and as operation of the 
project [begins] will provide sufficient power for the City of 

Ketchikan's needs via a Power Sales Agreement.

The total construction cost for the Sv/an Lake project is now esti­

mated at $93.5 million in nominal dollars. The target compl>'ti'n 
date is April 1984; however, the construction work is aheaa of
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schedule and the project may be completed as early as January 1984. 
Swan Lake will have an installed generation capacity of 22.5 megawatts 
and an annual firm energy production of about 70 million KWH. The 
project is expected to have about 50 percent utilization in its first 
years of operation; that is, about 35 million KWH of the 70 million KWH 
available will be used by Ketchikan Public Utilities. The year in 
which the full capacity of Swan Lake will be consumed depends largely 
on the rate of increase in future power demand, which is uncertain. 
However, current Power Authority projections show the project being 
fully utilized in about 2002.

Lake Tyee

I believe that you have seen a copy of my memo on the Tyee project 

to Representative Clocksin, dated February 11. Attached to that memo 
was a Tyee chronology prepared by the Power Authority which focused 
mainly on cost estimates. This chrono'logy is also attached here as 
Appendix 2.

The Tyee project was originally proposed by the Thomas Bay Power 
Authority, a local Petersburg and Wrangell group. This group was 

first interested in the development of the Thomas Bay hydro site, but 
a reconnaissance study by the Corps of Engineers indicated that the 
smaller Tyee project was more feasible and cost-effective. Based on 
the Corps study, the Thomas Bay Power Authority dropped the Thomas 
Bay site in favor of the Tyee project. When the Alaska Power Authority 
became operational in 1978, an agreement was reached for the Authority 
to take over the development of the project and proceed with design and 
licensing work.

The Alaska Power Authority prepared the following brief history of the 
Tyee project.

On December 19, 1979, the Alaska Pov/er Authority submitted an appli­
cation to the Federal Energy Regulatory Commission (FERC) for the 
construction of the Tyee Hydroelectric Project in the vicinity of 

Wrangell and Petersburg, Alaska. Our engineers, R.W. Retherford 
Associates/International Engineering Company (IECO), estimated the 
cost of the project at that time at $53 ,333,000, including an 
allowance for inflation at the rate of seven percent per year during 
the construction period. Procurement of iong-lead-time turbines 

began in July 1981, in anticipation of a FERC license. FERC issued 
a license August 5, 1981, and the award of several additional 
procurement and one construction contract followed almost immedi­
ately thereafter.
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The power-on-line date is scheduled for January 1984. The current 

estimate of the total project cost is $124 million. Available 
funds include $82 million in State grants and $50 million in interim 

financi ng.

The powerhouse is located in the Tongass National Forest, approxi­
mately 40 miles east-southeast of Wrangell, Alaska. The project
is designed to develop the energy potential of Tyee Lake--a natural 

lake at Elevation 1396--convert it to electricity, and transmit 
the energy to the communities of- Wrangell and Petersburg for 
distribution.

Tyee will have an initial generating capacity of 20 megawatts, expand­
able to 30 megawatts with the addition of a third generating unit. 
The project will be able to produce about 110 million KWH per year, 
of which about 34 million KWH (31 percent) is expected by the Power 
Authority to be sold to Petersburg and Wrangell in the first year of
operation. Based on the Power Authority's estimate of 2.5 percent 
annual increase in power demand, the power output from the Tyee project
will not be fully utilized until the year 2033.

I have also attached as Appendix C a memorandum by George Matz of the 
Office of Management and Budget which outlines the history of the Tyee 
project from the perspective of studies and approvals.

If you have any questions or would like more specific information on 
any of these hydroelectric projects, please do not hesitate to contact 
me. Also, I plan to complete a response to your research request 
on Swan Lake power rates (#83-89) by March 25. This analysis will 

compare projected power rates for the Swan Lake project with current 
power generation costs in Ketchikan and discuss alternatives for re­
ducing Sv/an Lake rates, if necessary.
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C
334 W E S T  5th A V E N U E  - A N C H O R A G E ,  A L A S K A  99501 Phone: (907) 277-7641 

(907) 276-0001

February 9, 1983

Mr. Jack Kreinheder 
House Research Agency 
Pouch Y
Juneau, Alaska 99811

Subject: Tyee Hydroelectric Project-Summary of Estimated Total Costs

Dear Jack:

As per your request, following is a brief summary on the sequence of 
events on the Tyee hydropower project primarily relating to cost. The 
summary of Board actions was extracted from our corporate minutes. Most of 
the actions taken by the Board were based on advice from myself and my staff.

On December 19, 1979, the Alaska Power Authority submitted a revised 
application to the Federal Energy Regulatory Commission (FERC) for the 
construction of the Tyee Hydroelectric Project in the vicinity of Wrangell 
and Petersburg, Alaska. Our engineers, R.W. Retherford Associates/Inter­
national Engineering Company (IECO) estimated the total cost of the project at 
that time at $39,590,000 (1980$1s). With an allowance for inflation and 
interest during construction the estimated total capital investment at that 
time came to $53,333,000.

In September 1980, IECO submitted a revised cost estimate of $50,976,000 
(August 1980$1s).

Early in 1981, the Power Authority retained EBASCO Services, Inc., to 
prepare an independent cost estimate. EBASCO subsequently estimated the total 
project cost at $96,693,000 (May 1981 $ 1s). Escalated to the midpoint of 

construction, this would represent a completed cost of approximately $110 
million. After reviewing the EBASCO estimate, IECO conceded that its pre­
vious estimates were low and IECO raised its estimate to $81,069,000 (June 
1981 $ 1s). EBASCO refuted this revised estimate.

Procurement of long-lead-time turbines began in July 1981 in antici­
pation of a FERC license. The Board of Directors was realigned by Statute 
in the latter part of July 1981. The FERC issued a license on August 5,
1981 and the award of several additional procurement and one construction 
contract followed almost immediately thereafter.

/

IECO continued to make monthly reports on the status of the project, 
including estimated total project costs. It is important to note that by 
the end of March 1982, IECO had increased its project estimate to $97,072,000,
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including engineering costs prior to construction. In the March report the 

overhead transmission line was estimated to cost $12,840,000 plus a 
$6,000,000 contingency. Less than two months later, during the bid opening 

for that contract, IECO provided an engineer's estimate of $23,280,887.00-- 
an estimate that is 24 percent above any previous estimate, including con­

tingency funds. The actual low bid was even higher at $24,901,466.

Starting with the IECO estimate from the March 1982, report, adjusting 
for the actual low bid on the transmission line, and adding the estimated 

cost for a proposed separate substation construction contract, the estimated 
total project cost was increased by IECO to $110,133,000 (May 1982). This 
did not include approximately $5 million for owner provided insurance.

During the months that followed, the total project cost has decreased and 
increased, slightly, as adjustments have been made for actual bids on rela­

tively small procurement contracts..

In December 1982, and again in January 1983, senior svaff of IECO and 
IECO's parent company, Morrison Knudson (M-K), met with representatives of the 
Power Authority to discuss construction management of the project, including 
total project costs. The latest information from IECO is that the total pro­
ject cost will not exceed $124,886,100. The Power Authority has asked the 

parent company, M-K, to completely review this estimate. A report from the 
M-K staff is anticipated the second week of March 1983.

A summary of Board actions, as extracted from our corporate minutes, is 

as follows:

October 4, 1978 Board receives report on Tyee Project indicating that, 
according to the reconnaissance study by Robert W. Retherford Associates, 
(RWR) the Project looks favorable and that Thomas Bay Power Commission 
(TBPC) will soon enter into contract with RWR for Federal Energy Regulatory 
Commission (FERC) work and that TBPC may rrquest the Alaska Power Authority 

to take over the project.

November 18, 1978 APA Board voted to make $ 120,000 loan to TBPC for Tyee 
FERC work and this would supplement the $3C9,000 available from the WLter 
Resources Revolving Loan Fund (WRRLF) in order to cover the $475,000 contract 

with RWR.

June 21, 1979 Board makes a loan to TBPC of $60,000 for Tyee Project. TBPC 
and Representative E.J. Hauge.n request the APA take over Tyee. The Board 
directed staff to bring information back at next Board meeting for Project 

take-over.

September 27, 1979 Tyee Letter of Understanding with TBPC adopted by Board.

November 2, 1979 Board authorized Executive Director to submit FERC license 
application. Also passed "stop-the-clock" resolution needed for bonding.

February 7, 1980 Board agreed to extend contract for advanced Engineering
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and Design to IECO for Tyee but it was later decided with legal council to 

seek competitive proposals.

April 18, I9S0 Board selects IECO for the Engineering and Design from among 
three proposals.

October 23, 19S0 Board informed that costs nave increased from $39,000,000 
to $51,000,000 and has IECO explain to Board.

April 20, 1981 Board selects consultant panel as required by FERC.

May 14, 1981 Board awards Bids for Turbines.

July 6, 1981 Board considered awarding contract for Steel Towers and Conductors 
but defers "notice to proceed" until after opening of major Civil Contract 
so that the Board could get a better fix on the true cost of the Project.

August 18, 1981 FERC license has been received. Bids for Civil construction 
were reviewed as were the economics of the Project based on new cost 
estimates. Notice-to-proceed was given on Towers and Conductors. The 
Board was informed that existing funds were insufficient and that interim 

financing would be necessary. Board deferred action until the next meeting.

September 10, 1981 Board awards Civil Works contract to Southeast Harrison 
Western (SEHW) after lengthy debate.

October 2, 1981 Board informed on legal actions against Tyee construction 
contracts. Need for interim financing was discussed and indicated a 
proposal would be presented to the Board in December, 1921. Risk Management's 

desire to use "Wrap-up Insurance" on Tyee Project was discussed and actions 
that would be taken to effectuate such a program.

December 15, 1981 A Finance Plan v/as presented to the Board. It was 
recommended that the Board appoint a subcommittee to review the feasibility 
of the Tyee Project based on present knowledge of the costs. Commissioners 
Ward and Mueller and Dr. Weeden were appointed to the subcommittee. The 

Board moved that final financing documents for financing be prepared. The 
economics of the Project was reviewed.

January 22, 1982 Senator Dankworth and Representative Haugen addressed the 
Board and recommended proceeding with interim financing. Board authorized 
securing of $50,000,000 in interim financing. Board awarded a contract for 

Underwater Cables.

May 25, 1982 The Board awarded the Overhead Transmission Line contingent 
upon the Legislature not passing a piece of legislation that was being 
considered but that subsequently was not passed. Thus on June 3, 1982 the 
Executive Director informed the Board of his intent to issue the award for 
Transmission Tower construction.
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October 22, 1982 The Board awarded contract for Transformers.

I trust this information is of assistance to you. If there is any 
further information you need, please call on me.

Executive Director

CC:
C. Conway 

Comm. D. Lyon
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T y e e  L a k e  P r o j e c t

T h e r e  h a s  b e e n  c o n t r o v e r s y  r e c e n t l y  r e g a r d i n g  the T y e e  La k e  
P r o j e c t .  The C i t y  of P e t e r s b u r g  has s t a t e d  that the c o s t  of 
p o w e r  f r o m  t h e  p r o j e c t  is too e x p e n s i v e  and t h e y  m a y  not w a n t  to 
s i g n  a p o w e r  s a l e s  c o n t r a c t  u n d e r  the terras i n i t i a l l y  p r o p o s e d  by 
the A l a s k a  P o w e r  A u t h o r i t y  (APA). T h i s  s i t u a t i o n  h a s  lead to an 
e x a m i n a t i o n  of o t h e r  q u e s t i o n s  i n c l u d i n g  t h e  p r o j e c t s  e c o n o m i c  

f e a s i b i l i t y  and t h e  p r o c e s s  by w h i c h  th i s  is d e t e r m i n e d .  T h e  
p u r p o s e  of t h i s  n e m o  is to p r o v i d e  an h i s t o r i c a l  p e r s p e c t i v e  on 
t h e  q u e s t i o n  of e c o n o m i c  f e a s i b i l i t y .  T h e  i n f o r m a t i o n  in this 
m e m o  s h o u l d  s u p p l e m e n t  r a t h e r  t h a n  d u p l i c a t e  i n f o r m a t i o n  in a 
F e b r u a r y  9, 1983 m e m o  f r o m  E r i c  Y o u l d  to J a c k  K r e i n h e d e r  and a
F e b r u a r y  1!, 1983 m e m o  f r o m  J a c k  K r e i n h e d e r  to R e p r e s e n t a t i v e

Don C l o c k s i n .

T h e  f e a s i b i l i t y  s t u d y  for the T y e e  L a k e  P r o j e c t  w a s  c o m p l e t e d  for 
the A P A  in D e c e m b e r  of 1979. T h e  s t a t u t e  at th i s  t i m e  (AS 
4 4 . 5 6 . 1 8 0 )  r e q u i r e d  t h e  O f f i c e  of the G o v e r n o r  to e v a l u a t e  A P A  
f e a s i b i l i t y  s t u d i e s .  Sir. re t h e  A P A  w a s  in its i n f a n c y  a n d  the 
T y e e  L a k e  P r o j e c t  w a s  its f i r s t  p r o j e c t  to h a v e  c o m p l e t e d  a 
f e a s i b i l i t y  s t u d y ,  no f o r m a l  r e v i e w  w a s  u n d e r t a k e n .

In 1980, t h e  L e g i s l a t u r e  p a s s e d  an o m n i b u s  e n e r g y  b i l l  (Ch 83,
S L A  1980) w h i c h  a m e n d e d  r e q u i r e m e n t s  for A P A  r e c o n n a i s s a n c e  and 
f e a s i b i l i t y  s t u d i e s .  T h i s  b i l l  a l s o  r e q u i r e s  the D i v i s i o n  of 
B u d g e t  and M a n a g e m e n t  (now O f f i c e  of M a n a g e m e n t  and B u d g e t )  to 
r e v i e w  t h e s e  s t u d i e s  for s t a t u t o r y  c o m p l i a n c e  and p r o v i d e  a 
r e c o m m e n d a t i o n  to the G o v e r n o r  a n d  the L e g i s l a t u r e  for f e a s i­
b i l i t y  s t u d i e s .  H o w e v e r ,  c e r t a i n  p r o j e c t s ,  i n c l u d i n g  t h e  T y e e  
L a k e  P r o j e c t ,  h a d  b e e n  p r e v i o u s l y  a p p r o v e d  by t h e  L e g i s l a t u r e  
and w e r e  e x e m p t e d  f r o m  r e v i e w  b y  the D i v i s i o n  of B u d g e t  and 
M a n a g e m e n t .  H o u s e  J o i n t  R e s o l u t i o n  No. 62, w h i c h  h a d  b e e n  
a p p r o v e d  by the L e g i s l a t u r e  e a r l i e r  in the 1980 s e s s i o n ,  s t a t e d  
th a t  t h e  g e n e r a l  d e s i g n  of the T y e e  L a k e  P r o j e c t  was a p p r o v e d  arid 
t h a t  t h e  A P A  c o u l d  i n c u r  5 7 0 , 0 0 0 , 0 0 0  <n r e v e n u e  b o n d  i n d e b t e d n e s s  
to f i n a n c e  the p r o j e c t .
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In 1981, the L e g i s l a t u r e  o n c e  a g a i n  m a d e  s i g n i f i c a n t  a m e n d m e n t s  *

to t h e  A P A  s t a t u t e s  (Ch 118, S L A  19 8 1 ) .  One of the m o r e  s i g n i -  \ 
f i c a n t  a m e n d m e n t s  e s t a b l i s h e d  a P o w e r  D e v e l o p m e n t  F u n d  to be 
u s e d  p r i m a r i l y  for f i n a n c i n g  c o n s t r u c t i o n  of S t a t e  o w n e d  p o w e r  
p r o j e c t s .  R e s t r i c t i o n s  w e r e  p l a c e d  on the use of t h i s  fund.
O n e  of t h e s e  r e s t r i c t i o n s  (AS 4 4 . 8 3 . 3 9 4 )  s t a t e s  t h a t  "t h e  

a u t h o r i t y  m a y  not use m o n e y  in t h e  fu n d  for a p o w e r  p r o j e c t  
e x c e p t  in c o m p l i a n c e  w i t h  AS 4 4 . 8 3 . 1 7 7 - 4 4 . 8 3 . 1 8 7  and u n l e s s  
the a u t h o r i t y  d e t e r m i n e s  t h a t  the p r o j e c t  is e c o n o m i c a l l y  
f e a s i b l e . "

Ch 90, S L A  1981 (w h i c h  was the a p p r o p r i a t i o n  b i l l  w h i c h  
a c c o m p a n i e d  Ch 118, S L A  1981) m a d e  a p p r o p r i a t i o n s  to b e g i n  

c o n s t r u c t i o n  on t h r e e  p o w e r  p r o j e c t s .  T h e s e  p r o j e c t s ,  and the 
a m o u n t  of  t h e i r  r e s p e c t i v e  a p p r o p r i a t i o n s  are T y e e  L a k e  P r o j e c t  
- $ 4 8 , 0 0 0 , 0 0 0 ,  S w a n  L a k e  P r o j e c t  - $ 5 3 , 0 0 0 , 0 0 0 ,  and the T e r r o r  
L a k e  P r o j e c t  $ 8 1 , 5 0 0 , 0 0 0 .  A d d i t i o n a l  a p p r o p r i a t i o n s  in the 
f o r m  of a l o a n ,  h a d  p r e v i o u s l y  b e e n  m a d e  to each of t h e s e  
p r o j e c t s .  T h e s e  l o a n s  w e r e  c o n v e r t e d  to g r a n t s  by a n o t h e r  
b i l l  Ch 91, S L A  1981.

A l t h o u g h  each of t h e s e  p r o j e c t s  had c o m p l e t e d  f e a s i b i l i t y  s t u d i e s  
and r e c e i v e d  l e g i s l a t i v e  a p p r o v a l ,  A S  4 4 . 8 3 . 3 9 4  r e q u i r e d  a 
f i n a l  r e v i e w  o f  t h e  e c o n o m i c  f e a s i b i l t y  of e a c h  p r o j e c t  b e f o r e  
the A P A  c o u l d  m a k e  e x p e n d i t u r e s  f r o m  the P o w e r  D e v e l o p m e n t  .

F u n d .  T h e  s t a t u t e s  are not s p e c i f i c  as to h o w  the e c o n o m i c  V,

f e a s i b i l i t y  s h o u l d  be d e t e r m i n e d .  T h e  A L A  a s s u m e d  th a t  the 
f e a s i b i l i t y  a s s e s s m e n t  s h o u l d  be t r e a t e d  as an u p d a t e d  s u p p l e m e n t  
to p r e v i o u s  f e a s i b i l i t y  s t u d i e s  r a t h e r  t h a n  r e p e a t  the e n t i r e  
p r o c e s s .

A p p a r e n t l y ,  t h e  A P A ' s  f i r s t  a t t e m p t  at c o m p l y i n g  w i t h  AS 4 4 . 8 3 . 3 9 4  
w as an A u g u s t  13, 1981 m e m o  f r o m  R o b e r t  M o h n ,  D i r e c t o r  of
E n g i n e e r i n g  to t h e  R e c o r d  (see A t t a c h m e n t  A). T h e  i n f o r m a t i o n  
in t h i s  m e m o  w a s  p r e s e n t e d  to t h e  A u g u s t  18, 1S81 m e e t i n g  o f
t h e  A P A  B o a r d  of D i r e c t o r s  to d e m o n s t r a t e  t h a t  e v e n  w i t h  mo re 
r e c e n t  a n d  h i g h e r  c o n s t r u c t i o n  c o s t  e s t i m a t e s ,  the T y e e  L a k e  
P r o j e c t  w a s  e c o n o m i c a l l y  f e a s i b l e  at t h e  " m o s t  l i k e l y "  l o a d  
g r o w t h  r a t e s .  F o l l o w i n g  t h i s  p r e s e n t a t i o n ,  the B o a r d  was 
a s k e d  to a p p r o v e  the a w a r d  of c o n s t r u c t i o n  c o n t r a c t s  w h i c h  
w o u l d  o b l i g a t e  f u n d s  in t h e  P o w e r  D e v e l o p m e n t  F u n d .  It shouJ - 
be n o t e d  t h a t  t h i s  was the f i r s t  m e e t i n g  of a n e w l y  a p p o i n t e d  
B o a r d  o f  D i r e c t o r s  and not all of t h e  B o a r d  m e m b e r s  w e r e  f a m i l i a r  
w i t h  s t a t u t o r y  r e q u i r e m e n t s  for p o w e r  p r o j e c t s .

R on L e h r ,  a B o a r d  m e m b e r  a n d  D i r e c t o r  o f  Budge*- a n d  M a n a g e m e n t  
at t h a t  t i m e ,  q u e s t i o n e d  s o m e  of the p o i n t s  u s e d  in the p r e s e n ­
t a t i o n  and r e q u e s t e d  b a c k u p  i n f o r m a t i o n .  T h i 3  i n f o r m a t i o n  was 

s e n t  to B u d g e t  and M a n g e m e n t  w h e r e  s t a f f  f o u n d  the i n f o r m a t i o n  
i n a d e q u a t e  to m a k e  a d e t e r m i n a t i o n  r e g a r d i n g  the e c o n o m i c
f e a s i b i l i t y  of the T y e e  La k e  P r o j e c t .  A P A  s t a f f  was i n f o r m e d  
of t h i s  a n d  r e s p o n d e d  in a S e p t e m b e r  10, 1981 l e t t e r  w i t h

c o p i e s  of the c a l c u l a t i o n s  u s e d  for the A u g u s t  13, 1 9 8 1  m e m o .



B u d g e t  and M a n a g e m e n t  s t a f f  r e v i e w e d  t h e s e  c a l c u l a t i o n s ,  
f o u n d  s o m e  t e c h n i c a l  e r r o r s ,  and r e q u e s t e d  t h a t  c o r r e c t i o n s  
be m a d e  in the a n a l y s i s .  A p p a r e n t l y ,  the r e q u e s t  led to a 
d e c i s i o n  by the A P A  to p r o v i d e  a m o r e  c o m p l e t e  and a d e q u a t e  
e x p l a n a t i o n  of the e c o n o m i c  f e a s i b i l i t y  of the p r o j e c t .  The 
p r o d u c t  of t h i s  e f f o r t  w a s  a " F i n d i n g s  and R e c o m m e n d a t i o n s "  
r e p o r t  t h a t  w a s  c o m p l e t e d  o n  D e c e m b e r  2, 1981 and d i s t r i b u t e d

to the B o a r d  at its D e c e m b e r  m e e t i n g .  T h i s  r e p o r t  f u l l y  
e x p l a i n e d  the a s s u m p t i o n s  t h a t  w e r e  b e i n g  u s e d  a n d  p r o v i d e d  
e n o u g h  d e t a i l s  to r e v i e w  t h e  e c o n o m i c  f e a s i b i l i t y  of the 

p r o j e c t .

A l t h o u g h  a r e v i e w  by B u d g e t  and M a n a g e m e n t  of the " F i n d i n g s  
and R e c o m m e n d a t i o n s "  r e p o r t  was not r e q u i r e d  by s t a t u t e ,  a 
r e v i e w  w a s  u n d e r t a k e n  for the b e n e f i t  of R o n  L e h r  w h o ' s  
i n t e r e s t  w a s  b o t h  as a B o a r d  m e m b e r  and S t a t e  B u d g e t  D i r e c t o r .
Ron L e h r  d i s t r i b u t e d  t h i s  r e v i e w  to the B o a r d  at its J a n u a r y ,

1982 m e e t i n g .

T h e  B u d g e t  and M a n a g e m e n t  r e v i e w  ( A t t a c h m e n t  B) q u e s t i o n e d  
s e v e r a l  a s s u m p t i o n s  and c a l c u l a t i o n s  u s e d  in t h e  " F i n d i n g s  
and R e c o m m e n d a t i o n s "  r e p o r t .  T h e  c o n c l u s i o n  of the r e v i e w  
is t h a t  the T y e e  L a k e  P r o j e c t  m a y  n o t  be e c o n o m i c a l l y  f e a s i b l e  
b a s e d  on t h e  " m o s t  l i k e l y "  lo a d  f o r e c a s t  but s h o u l d  be e c o­
n o m i c a l l y  f e a s i b l e  if t h e  a c t u a l  l o a d  s h o u l d  e x c e e d  the 
" m o s t  l i k e l y "  l o a d  f o r e c a s t .  S o m e  of the m o r e  s i g n i f i c a n t  

p o i n t s  b r o u g h t  o u t  in the r e v i e w  are g i v e n  b e l o w .

1) If and W h e n  - T h e  e c o n o m i c  f e a s i b i l i t y  a n a l y s i s  of a 
p o w e r  p r o j e c t ,  p a r t i c u l a r l y  p r o j e c t s  h a v i n g  a lo n g  li f e  
s u c h  as h y d r o  p o w e r ,  s h o u l d  not o n l y  d e t e r m i n e  "if" the 
p r o j e c t  is f e a s i b l e  but " w h e n "  is t h e  m o s t  e c o n o m i c  
t i m e  to b e g i n  c o n s t r u c t i o n .  A t i m i n g  e x e r c i s e  of this 
n a t u r e  was n o t  d o n e  for t h e  T y e e  L a k e  P r o j e c t  e v e n  
t h o u g h  su c h  an e x e r c i s e  is m o s t  a p p l i c a b l e  to p r o j e c t s  
w h i c h  h a v e  i n i t i a l  o v e r c a p a c i t y ,  s u c h  as the T y e e  L a k e  

P r o j e c t .

2) R e s e r v e  C a p a c i t y  - N e i t h e r  t h i s  e c o n o m i c  a n a l y s i s  or c o s t  
of p o w e r  c a l c u l a t i o n  c o n s i d e r e d  the c o s t  of r e s e r v e  

c a p a c  i t y .

3) L o a d  F o r e c a s t  - T h e  b a s e  y e a r  for the load f o r e c a s t  w a s  
h i g h e r  t h a n  a c t u a l  d a t a .  A l s o ,  the l o a d  f o r e c a s t  a s s u m e d  
an i n c r e a s e  in e l e c t r i c  s p a c e  h e a t i n g  e v e n  t h o u g h  fuel 
o i l  a p p e a r s  to be a l e s s  e x p e n s i v e  a l t e r n a t i v e .

4) A l t e r n a t i v e  - A n u m b e r  of s m a l l e r  ana l e s s  r e m o t e  h y d r o ­
e l e c t r i c  a l t e r n a t i v e s  w e r e  not g i v e n  d e t a i l e d  c o n s i d e r a t i o n .  
U.S. A r m y  C o r p s  of E n g i n e e r s  d a t a  i n d i c a t e s  t h a t  some
o f  t h e s e  p r o j e c t s  c o u l d  h a v e  l o w e r  p o w e r  c o s t s  t h a n  the 
T y e e  L a k e  P r o j e c t .  A l s o ,  s i n c e  all of  the p r o j e c t s  

w e r e  s m a l l e r ,  o v e r c a p a c i t y  w o u l d  not be a s i g n i f i c a n t  
p r o b l e m .
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The l o a d  f o r e c a s t  in the m o s t  s i g n i f i c a n t  and p e r h a p s  the m o s t  
u n c e r t a i n  p a r a m e t e r  w h i c h  a p p l i e s  to the e c o n o m i c  f e a s i b i l i t y  
of t h e  T y e e  L a k e  P r o j e c t .  S i n c e  the l o a d  f o r e c a s t s  we r e  m a d e  

a few y e a r s  ago, we n o w  h a v e  t h e  b e n e f i t  of h i n d s i g h t  to 
a s s e s s  the a c c u r a c y  of the f i r s t  few y e a r s  of the f o r e c a s t .
T h i s  i n f o r m a t i o n  is p r e s e n t e d  b e l o w  b a s e d  on t h e  " m o s t  l i k e l y "  
f o r e c a s t  for t h e  " F i n d i n g s  and R e c o m m e n d a t i o n s "  r e p o r t  and 

the " e x p e c t e d "  f o r e c a s t  for the F e a s i b i l i t y  S t u d y .  The 
F e a s i b i l i t y  S t u d y  u s e d  1978 as t h e  l a s t  y e a r  of a c t u a l  d a ta. 
N e i t h e r  of t h e s e  f o r e c a s t s ,  as p r e s e n t e d ,  s u b t r a c t  o u t  a p p r o x i­
m a t e l y  1 1 , 7 0 0  M W h  of a n n u a l  g e n e r a t i o n  f r o m  an e x i s t i n g  
h y d r o e l e c t r i c  f a c i l i t y  n e a r  P e t e r s b u r g .

C

E n e r g y  S a l e s  (MWh) for W-rangell and P e t e r s b u r g

Ye a r Ac tu a l

F i n d i n g s  and 
R e c o m m e n d a t  ions 
 R e p o  r t_______

F e a s i b i l i t y  
S t u d y ___

1978 29 , 9 8 1 ----- 29, 9 8 1

1979 2 9 , 0 8 7 ----- 3 1 , 4 4 5

1980 2 9 , 7 8 8 3 0 , 5 3 5 3 2 , 9 9 0

1981 2 9 , 2 2 2 3 1 , 7 2 6 3 5 , 2 7 5

1982 3 0 , 9 8 9 3 2 , 9 6 3 3 7 , 7 1 0

In s u m m a r y ,  c o m m i t m e n t s  to the T y e e  L a k e  P r o j e c t  h a v e  b e e n  
s l i g h t l y  a h e a d  of e s t a b l i s h i n g  a m o r e  r i g o r o u s  p r o c e s s  for 
a s s e s s i n g  the e c o n o m i c  f e a s i b i l i t y  of p r o p o s e d  A P A  p r o j e c t s  

S p e c i f i c a l l y ;

c

1) t h e  f e a s i b i l i t y  s t u d y  for the p r o j e c t  w a s  c o m p l e t e d
be fore an i n d e p e n d e n t  r e v i e w  p r o c e s s  was f i r m l y  e s t a b l i s h e d  

by  the L e g i s l a t u r e ;

2) the L e g i s l a t u r e  a p p r o v e d  t h e  p r o j e c t  w i t h o u t  b e n e f i t  of 
an i n d e p e n d e n t  c o s t  a n a l y s i s  as n o w  r e q u i r e d  b y  s t a t u t e ;  

and

3) c o n s t r u c t i o n  c o n t r a c t s  had b e e n  a w a r d e d  b e f o r e  the " F i n d i n g s  
a n d  R e c o m m e n d a t i o n s "  r e p o r t  h a d  b e e n  c o m p l e t e d  and b e f o r e  
t h e  p r o v i s i o n s  of AS 4 4 . 8 3 . 3 9 4  h a s  b e e n  met.
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* Four towns may agree soon 
on dams, APA director says
By DEAN FOSDICK
The Associated Press '■

JU N E A U  — T he h e a d  of th e  A la s k a  P o w e r  
A u th o r i t y  s a id  W ednesday  th e  u t i l i t y  is n e a r  
a g re e m e n t .o n  long-te rm  p o w e r  c o n t ra c ts  w i th  
fo u r  o f  f ive  c o m m u n i t ie s  in th e  “ F o u r  D am  
P oo l ,”  b u t  P e te r s b u rg  is u n c o m fo r ta b le  w ;*h 
th e  dea l  a n d  w ill  le t th e  v o te r s  dec ide  in a 
spec ia l  e lec tion , a s p o k e s m a n  says.

L a r ry  C ra w fo rd ,  A P A  e x e c u t iv e  d irec to r ,  
to ld  b o a rd  m e m b e rs  t h a t  n e g o t ia t io n s  c o n t in ­
ued  u n t i l  n e a r ly  m id n ig h t  T u e sd a y  w i th  r e p r e ­
se n ta t iv e s  of K e tc h ik a n ,  W rangell, .  P e te r s ­
bu rg , K o d ia k  a n d  Valdez.

“ I t h in k  a t  th is  p o in t  i t 's  p r o b a b ly  a l i t t le  
m o re  d ia lo g u e  w i th  th e  c o m m u n i t i e s , "  C r a w ­
ford sa id .  " I  t h in k  w e ’re g e t t in g  c lo se r  w i th  
fo u r  of th e m ."

He in d ica ted ,  h o w ev er ,  th a t  a n  " a l l  o r  
n o n e "  p ro v is io n  t h a t  h a d  been  c a r r ie d  th ro u g h  
th e  c o n tra c t  t a lk s  be  m o d if ied  so th e  s t a t e  
could  act in th e  p lace  of a n y  c o m m u n i ty  
ex c lu d ed  from  th e  a g re e m e n t  — a re fe ren ce  to 
P e te r sb u rg .

T he  A P A  h a s  e m b a rk e d  on  a $462.5 m il l io n  
h y d ro  p ro g ra m  in v o lv in g  fo u r  n ew  d a m s  to  
s u p p ly  p o w e r  to  th e  f ive  co as ta l  A la sk a  cit ies . 
T h e  p ro jec ts ,  e i th e r  f in ished  o r  n ea r - f in ishe d ,  
w e re  b u i l t  w i th  $282.83 m il l ion  in s ta te  loans  
a n d  th e  res t  in  in te r im  financing .

T he  agency  h as  been  t r y in g  to  get th e  c it ie s  
to  s ign  p o w e r  c o n tra c ts  so th  s ta te  can  

. r e f in an ce  a b o u t  $179.67 million, in  s h o r t - t e rm  
l loans  t h a t  beg in  com ing  du o  th is  y ea r .  T he  

re s u l t in g  long-te rm  re v e n u e  b o n ds  w o u ld  be  
used  fo r  p a y in g  p ro jec t  cos ts  n o t  co v e red  by  
g ra n ts .

B u t  th e  c it ies  h a v e  res is ted ,,  co n te n d in g  
th e y ’ll no t s ign  c o n tra c ts  u n t i l  a s su re d  th a t  
h y d ro  costs  d o n ’t o v e r ly  exceed  w h a t  th e y  
now  p a y  fo r  d iesel.  ..

T hey  a lso  co n ten d  t h a t  th e  " S u s i tn a  B la c k ­
m a i l  C la u se ,"  w h ich  w as  ta c k e d  on by  th e  • 
leg is la tu re ,  w o u ld  inc rease  c o n su m e r  r a te s  by  
as  m uch as 50 percen t.

T h e  c lause  s ta te s  th a t  if  $5 b i l l io n  is not 
a p p r o p r ia te d  by  1991 to  b u i ld  tw o  h y d ro e le c ­

tr ic  d a m s  on th e  S u s i t n a  R iv e r  to  se rv e  
S o u th c e n t ra l  A la sk a ,  s t a t e  g r a n ts  to  o th e r  
p ro jec ts  w o u ld  h a v e  to  b e  re p a id  a t  a  r a t e  of 
10 p e rc e n t  a n n u a l ly . '

J im  F i l l in g a m e ,  m a n a g e r  o f  th e  C o p p e r  
V a l le y  E le c tr ic  A ssoc ia t ion  Inc. a t  G le n n a l le n ,  
sa id  c u s to m e rs  in th e  V aldez a re a  se rv ed  by  
th e  new  S o lo m on  G u lch  D am  w e re  p ro m ise d  
tw o  y e a r s  ago  t h e y ’d be g e t t in g  “ good, ch eap  
e lec tr ic  p o w e r .”

" I t  w a s  no l i t t l e  jo b  to  se ll  th e  p ro g ra m  to  
th e  p e o p le ,"  F i l l i n g a m e  to ld  A P A  d irec to rs .  
"N o w , I 'v e  got to  go b a c k  an d  te l l  th e se  s a m e  
peo p le  that-  good h y d ro  p o w e r  w i l l  cost 
sev e ra l  cen ts  m o re  p e r  h o u r  th a n  w h a t  w e can  
g e n e ra te  by  d ie se l . "

P ro p o se d  " e n t r y  c o s ts "  fo r  t h a t  u t i l i ty  
w o u ld  m e a n  a b o u t  a 40 p e rcen t  inc rease  fo r  
la rge  p o w e r  u se rs  a n d  a 22 p e rc e n t  r a te  h ik e  
fo r  r e s id e n t ia l  u se rs ,  he  said .

W rangell  r e p re se n ta t iv e s ,  m e a n w h i le ,  sa id  
th a t  c i ty  w a s  a b o u t  a w e e k  a w a y  f ro m  m a k in g  
a decis ion  on  th e  p ro po sa ls .

D a v id  N eese, g en e ra l  m a n a g e r  fo r  th e  K o ­
d ia k  E lec tr ic  A ssoc ia t ion , sa id  t h a t  c o m m u n i­
ty  w as  re a d y  to  a g re e  to  th e  deal.

K e tc h ik a n  P u b l ic  .U t i l i ty  M a n ag e r  Rick 
N e w la n d  sa id ,  "W e 're  v e ry  close to  a g re e m e n t  
on  th e  m a jo r  issues. T h e re  a r e  se v e ra l  y e t  to  
be  reso lved  b u t  th e  g r o u n d w o rk  is th e re  to  
reach  re s o lu t io n ."

B u t R ic h a rd  U n d e rk o f le r ,  P e te r s b u rg  c ity  
m a n a g e r ,  to ld  a  r e p o r t e r  t h a t  c i ty  h as  p r o b ­
lem s w i th  th e  e n t ry  r a te  a n d  sy s te m  in c re ­
m e n t  issues.

"W e ’re a b o u t  $1.5 m il l io n  a w a y  on th e i r  
a s s u m p t io n  o f  w h a t  th e  d if fe ren ce  b e tw e e n  
w h a t  d iesel a n d  h y d ro  costs  w o u ld  b e ,” he 
sa id .  " T h a t ’s fo r  th e  life  of th e  p ro g ra m  so i t ' s  
re a l ly  n o t  t h a t  b ro a d .

" B u t  th e  sy s te m  in c re m e n t  issue  is p h i lo ­
so p h ic a l ,"  U n d e r k o f le r  sa id .  " T h e  p o w e r ' a u ­
th o r i ty  w i l l  h a v e  a l icense  to  in c rease  o u r  
ra te s  o v e r  th e  t e rm  of  th e  a g re e m e n t  to  p ay  
fo r  its  e n d e a v o rs  e lsew h ere .  I t 's  o u r  feeling 
w e  s h o u ld  b e  re leased  f ro m  f u r th e r  d e b t  
serv ice  if w e  p a y  o ff  o u r  loans.



A la s k a  Power A u t h o r i t y
C om m is s io n e r:  D Lyon
E x e c u t iv e  D i r e c t o r :  L a r y  C raw fo rd

Board  m e e t in g ,  22 F e b ru a ry  1984

Power S a le s  ag reem ents;

1. Coppe r V a l l e y :  c lo s e  t o  an ag reem ent. J im  S i l l i n g a m e ,  
manager o f  u t i l i t i e s s t a t e s  t h a t  he shows some con ce rn  o f  
c o n f r o n t in g  h i s  p u b l i c  w i t h  a c o s t  n o t  seen b e f o r e .  P r e s e n t l y  
G le n n a l l e n  d i e s e l  g e n e r a t io n  i s  .06 PKH and p ropo sed  APA power 
w i l l  be .07 PKW. T h is  c o n s t i t u t e s  a 40% in c r e a s e  t o  some. V a ld e z  
i s  an em pha t ic  NO! A ve rage  m on th ly  con sum p t ion  i n  G le n n a l le n
i s  340 KWH and t r a n s l a t e s  t o  $90 p e r  month, w h i l e  V a ld e z  
i s  r u n n in g  an ave rage  m on th ly  b i l l  o f  550 KWH o r  $151. p e r  month.
A 40% in c r e a s e  can be d e v a s t a t in g .

2. W ra n g e l l :  M a t t  C o le  ( p o s i t i o n  unknown) w i l l  be t a k in g  power
s a le s  agreem ent to  c i t y  c o u n c i l  T hu rsd ay  n ig h t  (Feb 23rd) f o r  
c o n s id e r a t i o n .  He says  d i s c u s s i o n  ( in fo rm a l)  w i t h  c o u n c i l  
members appea rs  good and c o n t r a c t  may be fo r th c o m in g .

3. K o d ia k :  D av id  Neese , Mgr o f  M un i-p ow e r.  M u n i c i p a l i t y  has ag reed
t o  p u rch a se  power from  APA. Two s u g g e s t io n s :  p o s s i b l e  lo a n s  t o
consum ers and th e  e s t a b l i s h m e n t  o f  an a d v i s o r y  boa rd .

4. K e t c h ik a n :  R ic k  - ? — . mgr o f  u t i l i t i e s  sa y s  i t  lo o k s  v e r y
good, c o n t r a c t  i n  the  making w i t h  q u e s t io n s  as to  w o rd ing
o f  l e g a l  docum ents.

5. P e t e r s b u rg :  NO'.'

Management s tu d y  ( s t a t u s  r e p o r t )  p re s e n te d  by Roger McMannus o f  
Mead c o n s u l t a n t s  f o r  FY 84, FY 85, FY 86.

P r e s e n t l y  APA employes 69 p e rson s

E x e c u t iv e  D ep t----------------------- 4
P la n n in g  ------------------------------  9
P r o j e c t s  -------------------------------18
O p e r a t i o n s -----------------------------7 H
F i n a n c e - A d m in i s t r a t i o n  31

APA i s  a s k in g  f o r  an im m ed ia te  in c r e a s e  o f  16, 17 more FY 85, and 
an a d d i t i o n a l  9 f o r  FY 86 t o  t o t a l  111 p e r s o n s .

1934 S u s i t n a  c o n t in g e n c y  fund : 3 .18  M i l l i o n  d o l l a r s
D r i l l i n g  re q u e s t  (wantana dam) 1 .9  m i l l i o n ,  i f  app roved  t h i s  
w i l l  le a v e  in  the  c o n t in g e n c y  fund  1 .28  m i l l i o n .

C o m p e t i t iv e  b id d in g  on Watana Dam d r i l l i n g  w i l l  be l e t  27 Feb 84 
w i t h  aw a rd ing  o f  c o n t r a c t  sometime i n  mid A p r i l  84.
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e c o n o m ic  a n d  e n v i r o m n  n t a l  p r a c t i c a l i t y  o f  c o m p le t in g  a  p ro p o se d  
p o w e r  p ro je c t  u n d e r  A S  44 .8 3 .1 8 1 ;

(B) in c lu d e s  e n g i n e e r i n g  a n d  d e s ig n  w o rk  to  m e e t  t h e  r e q u i r e m e n t s  
fo r  s u b m is s io n  o f  a  l i c e n se  a p p l ic a t io n  fo r  a  p ro p o se d  n e w  p ro je c t  to  t h e  
F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m iss io n ;

(9) " s m a l l - s c a le  p o w e r  p ro d u c t io n  fa c i l i ty ” m e a n s  a  f a c i l i ty  w h ic h ,  
b y  d e s ig n ,  is  to  p ro d u c e  le s s  t h a n  25  m e g a w a t t s  o f  p o w e r .  (§ 1 ch  278  
S L A  1976; a m  §§ 21 , 2 2  ch  156  S L A  1978; a m  §§ 26 , 27  c h  83  S L A  
1 9 8 0 ;  a m  §§ 10, 11 ch  133 S L A  1982)

E ffect o f  am endm en ts. — The 1982 
am endm ent substituted the present defi­
nition for "power project" or "project" in 
paragraph (4) for the definition set out in

the main pam phlet and substituted "elec­
trical and therm al energy needs* for 
"power needs” in paragraph (7).

Article 7. Susitna River Hydroelectric Project. 
Sec. 44.83.325. Restrictions on contracting.

E d ito r’s note. — Section 21, ch. 133, 
SLA 1982, provides: "Notwithstanding the 
provisions of AS 44.83.325, the Alaska 
Power Authority may en ter into contracts 
under AS 44.83.300 — 44.83.360 for pre­
lim inary work without the upprovul 
required by AS 44.83.325. In th is section, 
'prelim inary work’ means the preparation 
of plans and studies and the preparation 
and submission of license applications, as 
well ns other types of work, th a t m ust bo

completed before actual construction of the 
Susitna River hydroelectric project, de­
scribed in AS 44.83.300, may ’ jgin. This 
section does not authorize ti e Alaska 
Power authority to en ter into contracts for 
the actual construction of the Susitna 
River hydroelectric project or for the prep­
aration of the site of the Susitna River 
hydroelectric project w ithout the approval 
required by AS 44.83.325.”

Article 8. Rural Electrification Revolving Loan Fund. 
S ection
361. Rural electrification revolving loan 

fund
363. Loan advisory committco

S e c .  4 4 .8 3 .3 6 1 .  R u r a l  e l e c t r i f i c a t i o n  r e v o l v i n g  l o a n  f u n d ,  (a) 
T h e  r u r a l  e le c t r i f ic a t io n  r e v o lv in g  lo a n  fu n d  is  e s t a b l i s h e d  in  t h e  
A l a s k a  P o w e r  A u t h o r i t y .  T h e  fu n d  c o n s is ts  o f

(1) a p p r o p r i a t io n s  m a d e  to  t h e  fu n d ;  a n d
(2) p r in c ip a l  p a y m e n t s  o n  lo a n s  m a d e  u n d e r  t h i s  sec t io n .



§ 44.83.361 A laska St/ tutes Supplement § 44.83.361

(b) T h e  a u t h o r i t y  m a y  m a k e  lo a n s  f ro m  t h e  r u r a l  e le c t r i f ic a t io n  
r e v o lv in g  lo a n  fu n d  to  e l e c t r i c  u t i l i t i e s  c e r t i f ie d  b y  t h e  A l a s k a  P u b l ic  
U t i l i t i e s  C o m m is s io n .  A  lo a n  f ro m  t h e  fu n d  m a y  b e  m a d e  o n ly  fo r  th e  
p u r p o s e  o f  e x te n d in g  n e w  e le c t r i c  s e rv ic e  in to  a n  a r e a  o f  t h e  s t a t e  t h a t  
a n  e le c t r ic  u t i l i t y  m a y  s e r v e  u n d e r  a  c e r t i f i c a te  o f  p u b l ic  c o n v e n ie n c e  
a n d  n e c e s s i ty  i s s u e d  b y  t h e  A l a s k a  P u b l ic  U t i l i t i e s  C o m m is s io n .  A  lo a n  
m a y  b e  m a d e  f ro m  t h e  f u n d  to  a n  e le c t r ic  u t i l i t y  i f  t h e  u t i l i t y  in v e s ts  
t h e  m o n e y  n e c e s s a r y  to  p ro v id e  o n e  po le ,  c n e  s p a n  o f  l in e ,  one 
t r a n s f o r m e r ,  a n d  o n e  s e rv ic e  d r o p  fo r  e a c h  c o n s u m e r  fo r  w h o m  im m e d i ­
a t e  s e rv ic e  w o u ld  be  p r o v id e d  b y  t h e  e x te n s io n  o f  e le c t r ic  s e rv ic e .  H o w ­
e v e r ,  a  lob * m a y  n o t  b e  m a d e  f ro m  t h e  fu n d  u n le s s

(1) t h e  lo a n  is  r e c o m m e n d e d  by  a  lo a n  a d v iso ry  c o m m i t t e e  a p p o in te d  
u n d e r  A S  4 4 .8 3 .3 6 3 ;  a n d

(2) t h e  e x te n s io n  o f  e le c t r i c  s e rv ic e  w o u ld  p ro v id e  i m m e d i a t e  se rv ic e  
to  a t  l e a s t  t h r e e  c o n s u m e r s .

(c) A  lo a n  f ro m  t h e  r u r a l  e le c t r i f ic a t io n  r e v o lv in g  lo a n  f u n d  s h a l l  
b e a r  a n  a n n u a l  r a t e  o f  i n t e r e s t  o f  tw o  p e r c e n t  o f  t h e  u n p a id  b a l a n c e  o f  
t h e  lo a n .  I n t e r e s t  r e c e iv e d  o n  a  lo a n  m a d e  u n d e r  t h i s  s e c t io n  m u s t  be  
t r a n s f e r r e d  m o n t h l y  to  t h e  c o m m is s io n e r  o f  r e v e n u e  for d e p o s i t  in  th e  
g e n e r a l  fund .

(d) W h e n  a  lo a n  is  m a d e  b y  t h e  a u t h o r i t y  u n d e r  t h i s  s e c t io n ,  t h e  
e le c t r ic  u t i l i t y  r e c e iv in g  t h e  lo a n

(1) s h a l l ,  in  a d d i t i o n  to  t h e  r a t e s  t h a t  i t  is  a u th o r i z e d  to  c h a r g e ,  
c h a r g e  th e  c o n s u m e r s  s e r v e d  b y  t h e  e le c t r ic  se rv ice  e x te n d e d  w i t h  th e  
lo a n  p ro ceed s  a n  a m o u n t  s u f f ic i e n t  to  p a y  t h e  in t e r e s t  co s ts  o f  t h e  loan ;

(2) s h a l l  p a y  to  t h e  a u t h o r i t y  a n n u a l l y  a n  a m o u n t  e q u a l  to
(A) i n t e r e s t  o f  tw o  p e r c e n t  on  t h e  u n p a id  b a la n c e  o f  t h e  lo a n ;  a n d
(B) p a y m e n t s  on  t h e  u n p a i d  b a la n c e  o f  t h e  p r in c ip a l  o f  t h e  lo a n  for 

e a c h  n e w  c o n s u m e r  s e r v e d  by  t h e  e le c t r ic  serv ice  e x te n d e d  w i t h  th e  
lo a n  p roceeds;  p a y m e n t s  o n  t h e  u n p a i d  b a la n c e  o f  t h e  p r in c ip a l  o f  t h e  
lo a n  s h a l l  b e  m a d e  a t  a  r a t e  e q u a l  to  th e  d if fe ren ce  b e tw e e n  t h e  a c t u a l  
cos t  o f  m a k i n g  t h e  s e rv ic e  c o n n e c t io n  to  t h e  c o n s u m e r s  a n d  t h e  m i n i ­
m u m  i n v e s t m e n t  p e r  c o n s u m e r  r e q u i r e d  o f  t h e  u t i l i t y  b e fo re  a  m a n  is 
m a d e  u n d e r  (b) o f  t h i s  s e c t io n .

(e) T h e  a u t h o r i t y  s h a l l
(1) a d o p t  r e g u l a t i o n s  n e c e s s a r y  to  c a r r y  o u t  t h e  p r o v is io n s  o f  t h i s  

s ec t io n ;
(2) a d m i n i s t e r  t h e  r u r a l  e le c t r i f ic a t io n  re v o lv in g  lo a n  fu n d ;  a n d
(3) s u b m i t  to  th e  l e g i s l a t u r e  w i th i n  th e  f i r s t  10 d a y s  o f  e a c h  r e g u l a r  

le g i s la t iv e  se ss io n  a  r e p o r t  o f  a c t io n s  t a k e n  by t h e  a u t h o r i t y  u n d e r  t h i s  
s e c t io n  a n d  a n  a c c o u n t in g  o f  t h e  r u r a l  e le c t r i f ic a t io n  r e v o lv in g  lo a n  
fu n d .

(0  In  t h i s  sec t io n ,
(1) " c o n s u m e r ” m e a n s  a  p e r so n ,  a s  d e f in e d  in  A S  0 1 .1 0 .0 6 0 (7 ) ,  o r  a  

g o v e r n m e n t a l  a g e n c y ,  i f  t h e  p e r s o n  o r  g o v e rn m e n ta l  a g e n c y  r e q u e s t s  
a n d  o ffers  to  pay  for e le c t r i c a l  s e rv ic  •: to  a  fac il i ty  o r  p a r t  o f  a  f a c i l i ty ;
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S t a t e  G o v e r n m e n t § 4 4 .8 3 .3 6 3

t h e  a u t h o r i t y  s h a l l  c o n s i d e r  a  p e r s o n  w h o , o r  a  g o v e r n m e n t a l  a g e n c y  
t h a t ,  o ffers  to  p a y  fo r  e le c t r i c a l  s e rv ic e  to  s e v e r a l  f a c i l i t i e s  to  b e  a  
s e p a r a t e  c o n s u m e r  fo r  e a c h  fa c i l i ty ,  i f  e a c h  f a c i l i ty  is  p h y s ic a l ly  s e p a ­
r a t e  f ro m  a n o t h e r  f a c i l i ty ,  o t h e r  t h a n  t h r o u g h  e le c t r ic  s e rv ic e  l in e s ,  
a n d  i f  t h e  p e r s o n  o r  g o v e r n m e n t a l  a g e n c y  r e q u e s t s  a n d  offers  to  p a y  for 
e le c t r ic a l  s e rv ic e  to  e a c h  f a c i l i ty ;

(2) " fa c i l i ty "  m e a n s  a  s t r u c t u r e  c a p a b le  o f  r e c e iv in g  a n d  u s i n g  e le c ­
t r i c a l  e n e rg y ;  a n d

(3) " g o v e r n m e n ta l  a g e n c y ” in c lu d e s ,  W ith  r e s p e c t  to  t h e  s t a t e  o r  
f e d e ra l  g o v e r n m e n t  o r  a  m u n i c i p a l  g o v e r n m e n t ,  a  l e g i s l a t iv e  body , 
b o a rd  o f  r e g e n t s ,  a d m i n i s t r a t i v e  bo d y ,  b o a rd ,  c o m m iss io n ,  c o m m i t t e e ,  
s u b c o m m i t te e ,  a u t h o r i t y ,  c o u n c i l ,  a g e n c y ,  p u b l ic  c o rp o ra t io n ,  schoo l  
b o a rd ,  d e p a r t m e n t ,  d iv is io n ,  b u r e a u ,  o r  o t h e r  s u b o r d in a t e  u n i t ,  
w h e t h e r  a d v is o ry  o r  o th e r w i s e ,  o f  t h e  s t a t e ,  f e d e ra l ,  o r  m u n ic ip a l  g o v ­
e r n m e n t .  (§ 1 c h  11 8  S L A  1981; a m  §§ 10 —  13 c h  89  S L A  1983)

E ffect o f am en d m en ts . — The 1983 "extended with the loan proceeds" for 
amendment, effective Ju ly  22, 1983, 
deleted "and interest" following "prin­
cipal” in paragraph (a)(2), ndded the sec­
ond sentence of subsection (c), substituted

"during the preceding year for which the 
loan was made” in paragraph (d)(2)(B), 
and added subsection (0.

S e c .  4 4 .8 3 .3 6 3 .  L o a n  a d v i s o r y  c o m m i t t e e .  W h e n  a n  a p p l ic a t io n  
for a  r u r a l  e le c t r i f i c a t io n  lo a n  is  s u b m i t t e d  to  t h e  a u t h o r i t y  u n d e r  A S  
44 .83 .361 , t h e  a u t h o r i t y  s h a l l  a p p o in t  a  local a d v is o ry  c o m m i t t e e  f ro m  
p e r so n s  r e s id in g  in  t h e  a r e a  t h a t  t h e  a p p l i c a n t  u t i l i t y  is  c e r t i f i e d  to  
se rve .  T h e  lo a n  a d v i s o ry  c o m m i t t e e  s h a l l  c o n s id e r  t h e  lo a n  a p p l ic a t io n ,  
a n d  s h a l l  r e c o m m e n d  w h e t h e r  th e  lo a n  a p p l ic a t io n  is  to  b e  a p p r o v e d  or  
d isa p p ro v e d .  A  f a v o ra b l e  r e c o m m e n d a t i o n  f ro m  t h e  lo a n  a d v is o ry  c o m ­
m i t t e e  s h a l l  b e  b a s e d  o n  a  d e t e r m i n a t i o n  t h a t  d e v e lo p m e n t  in  t h e  a r e a  
o f  t h e  p ro p o sed  e x te n s io n  o f  e le c t r i c  s e rv ic e  is  l ik e ly  to  p ro v id e  for fu ll  
r e p a y m e n t  o f  t h e  lo a n  u n d e r  A S  44 .8 3 .3 6 1 (d)  w i t h i n  10 y e a r s .  In  
m a k in g  t h a t  d e t e r m i n a t i o n  t h e  c o m m i t t e e  s h a l l  c o n s id e r

(1) p e r m a n e n c e  o f  t h e  p r e m is e s  to  b e  s e r v e d  by  t h e  e x te n s io n ;
(2) lu n d  u s e  p a t t e r n s  in  t h e  a r e a ;  . • . ..
(3) access  fo r  t h e  l i n e  t h a t  w o u ld  be  i n s t a l l e d  w i th  lo a n  p ro ceed s ;
(4) a v a i l a b i l i t y  o f  o t h e r  u t i l i t y  s e rv ic e  in  t h e  a r e a ;  a n d
(5) t h e  e co n o m ic  f e a s ib i l i ty  o f  t h e  e x te n s io n  o f  e le c t r ic  s e rv ic e  w i th  

t h e  p ro ceed s  o f  t h e  lo a n .  (§ 1 ch  118  S L A  1981)

A r t i c l e  9 . E n e r g y  P r o g r a m  f o r  A l a s k a .
Section
380. Program entabiiBhcd
382. Power development fund established
384. Ubc of fund balance
38G. Investment of fund
388. Allotment to projects

Section
390. Reappropriation of fund bnlnnco 
392. Lapse of excess appropriations 
394. (Repealed)
396. Operation of power project 
398. Sale of power from power project

30 9
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R EPR E SE N TA T IV E  W ALT F U RN A C E 
R E PR ESEN TA TIV E NIILO K O PO N E N  

REPR E SE N TA T IV E  JE R R Y  W A RD  
D EPR ESEN TA TIV E R O N  W E N D T E

R EPR E SE N TA T IV E  RICK UEHLING 
CHAIRMAN

From

To:

Rep. R i c k  U e h l in g ,  Cha irm an
House S p e c i a l  Com m ittee  on S t  ans

Rep. John Cowdery, Cha irm an 
House L a b o r  & Commerce Commit"—

Jixrnae imperial CHaatmittec mt 
Skianja

S u b je c t :  HB 689

Date March 5, 1984

HB 689, An A c t  r e l a t i n g  t o  th e  r u r a l  e l e c t r i f i c a t i o n  lo a n  
fu nd ,  i s  p r e s e n t l y  i n  y o u r  Com m ittee .

D u r in g  o u r  Loans Comm ittee h e a r in g s  on HB 650, w h ich  c o n t a in s  
an a p p r o p r i a t i o n  f o r  th e  A la s k a  Power A u t h o r i t y  -  R u ra l  
E l e c t r i f i c a t i o n  Loan Fund , t e s t im o n y  was r e c e i v e d  abou t th e  
Loan fund  and th e  need t o  c l a r i f y  th e  e x i s t i n g  s t a t u e s .

As Cha irm an o f  th e  House Loans Comm ittee I  w ou ld  l i k e  to  
r e q u e s t  t h a t  you s c h e d u le  a c t i o n  on t h i s  measure because  i t  
w i l l  e l im in a t e  th o se  d i s c r e p a n c ie s  and make i t  p o s s i b l e  t o  use 
th e  fund s  i n  th e  R u r a l  E l e c t r i f i c a t i o n  Loan Fund. I t  i s  
im p o r t a n t  t h a t  t h i s  be done b e fo r e  a d d i t i o n a l  a p p r o p r i a t io n s  
a re  made f o r  p r o j e c t s  su ch  as  th e  C r a ig - K la w o c k  I n t e r t i e .

Thank you v e r y  much f o r  y o u r  a t t e n t i o n  t o  t h i s  m a t te r .

RAU/as
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R E PR ESEN TA TIV E RICK UEHU- - 
CHAIRMAN

R E PR ESEN TA TIV E W ALT FU RN A C E 
R E PR ESEN TA TIV E NIILO K O PO N E N  

R EPR E SE N TA T IV E  JE R R Y  W ARD 
R E PR ESEN TA TIV E R O N  W E N D T E

To: Rep. John Cowdery, Cha irm an
House Labo r  & Commerce Comm ittee

From: Rep. R ic k  U e h l in g ,  Cha irm an
House S p e c i a l  Comm ittee on Sta£^v. Z^oans

S u b je c t :  HB 689

Date: March  5, 1984

HB 689, An A c t  r e l a t i n g  t o  th e  r u r a l  e l e c t r i f i c a t i o n  lo a n  
fu nd ,  i s  p r e s e n t l y  i n  y o u r  Com m ittee .

D u r in g  o u r  Loans Comm ittee h e a r in g s  on HB 650, w h ich  c o n t a in s  
an a p p r o p r i a t io n  f o r  .;he A la s k a  Power A u t h o r i t y  -  R u ra l  
E l e c t r i f i c a t i o n  Loan Fund, te s t im o n y  was r e c e iv e d  abou t th e  
Loan fund  and th e  need t o  c l a r i f y  th e  e x i s t i n g  s t a t u e s .

As Cha irm an o f  th e  House Loans Com m ittee  I w ou ld  l i k e  to  
r e q u e s t  t h a t  you s c h e d u le  a c t i o n  on t h i s  measure because  i t  
w i l l  e l im in a t e  th o se  d i s c r e p a n c ie s  and make i t  p o s s i b l e  t o  use 
th e  fund s  i n  th e  R u ra l  E l e c t r i f i c a t i o n  Loan Fund. I t  i s  
im p o r ta n t  t h a t  t h i s  be done b e fo r e  a d d i t i o n a l  a p p r o p r i a t io n s  
a re  mac'e f o r  p r o j e c t s  such  as th e  C r a ig - K la w o c k  I n t e r t i e .

Thank you v e r y  much f o r  y o u r  a t t e n t i o n  t o  t h i s  m a t te r .

RA.U/as



ALASKA RURAL ELECTRIC COOPERATIVE
ASSOCIATION, INC.

237 E. FIRENVEED L A N E  •  S U IT E  301 
A N C H O R A G E , A L A S K A  99503 •  (907) 276-3235

March 16, 1984

R e p r e s e n t a t i v e  John Cowdery, Ch a ir m an  
Ho us e Labor and Commer ce  Committee 
Pouch V
Juneau, Alas ka 99811 

Dear R e p r e s e n t a t i v e  Cowdery:

Ho us e  Bill 689 is ess ential to clean up the statutory 
language a u thorizi ng  the rural e l e c t r i f i c a t i o n  revolving loan 
fund so that program can finally be mad e to work as intended.

This loan fund was created as a section of SB 25 in 1981 
by  including in that historic le gi s la t io n the conte nt s of a bill 
sp onsored by then R e p r e s e n t a t i v e  Pappy Moss. As a result, there 
is almost no separate l e gislat iv e h i st o ry  which would have given 
the power au thority some g uidance  in a d m i n i st e ri n g the program. 
For anyone not intimately involved with line extensio ns  of an 
electric utility, the present st atutory language is quite c o n f u s­
ing. The result of all this is that the rural e l e c t r i fi ca t io n  
re vo lving loan fund has never worked as intended.

The purpose of this loan fund is to extend the back bo ne  
electric d i st r ib u ti on  system through d e v e l o p i n g  rural areas. The 
target areas at present do not have enough pop ulation to meet 
the defin it i on s  of feasibil ity set out by the lending institutions 
such as the Rural E l ec t ri f ic at i on  A dm i ni st ration.  However, the 
target areas are expected to d e v e l o p  rather qu ic kl y once utility 
service be comes available.

This is a narrow purpose program, and I would not envision 
that it would ever become very large in terms of the total funding 
it requires. The concept for this pr ogram was o ri g in al l y d e v e l o p­
ed to meet specific problems around Fa i r ba n ks  like the G o l d s t r e a m  
area and in the Mat-Su Borough like the Ca swe ll Lakes area. After 
three years, not one dime has gone to meet the very serious needs 
of those areas and other like them across the state.

Enclosed is a sectional analysis which briefly  describes 
the contents of HB 689. The key feature of this pr ogram n e ce ss ary 
to make it work is that the payback period has to be for an 
indetermin at e period rather than for a set term of years. This is

D E M O C R A C Y  I N  A C T I O N



R e p r e s e n t a t i v e  John Cowdery
March 16, 1984
Page Two

an unusual feature of a loan program, but it is essential in 
this case. Jf the term of years is fixed, the utility is the
one at risk that the anticipated d e v el o pm e nt  will in fact occur.
R EA  w l I I  not permit its b or rowe rs  to accept loans for projects 
which do not meet the RE A  de fi n it io n  of feasibility. If these 
pro jects could meet tne R E A  feasi bi li ty test, we would borr ow  
from R EA  and would not need this program.

The concept of mak ing the term of the loan in de terminate 
and ha vi ng  the payback schedule tied to the actual rate of 
de vel o pm e nt  was co ntained in the o ri ginal legislation. The power 
a u th o ri t y has never accepted that legi sl a ti v e policy, and they 
ha ve  in fact arbit ua lly set a 20 year term by regulation. That 
is why this program has never worked.

We think HB 689 is a very good bill, and we ask you 3nd
your c om mittee to support it. However, there is one amendment 
which is needed to prevent possible co n fu s io n  in the future. As 
used in this program, the term ''rural" simply m eans an area where 
the pop ulation  dens it y is low. I would propose that a new 
d e fi n it i on  be included in section 5 of the bill to read:

"rural area" means an area in which the number of 
co nsume rs  to be served by an e l ec tr ic d i st r ib ut ion 
line in the year in which it is co n st ru cted does not 
exceed five per mile of line.

Sincerely,

A

David Hutchens 
Ex ecutive Director



House Bill No. 689 

oectional Analysi s

S ection 1 states the le gi slative intent that this pr og ra m is to 

he lp  finance pioneer el ectric d i s t r i b u t i o n  lines through d ev el oping 

rural areas.

Section 2 pro vides that loans m ay  be m a d e  to public utilities to 

build d i s tr ib u ti o n lines into rural areas not r e ce iv ing electric 

service if (1) the loan is r ec om mended by a loan advisory committee,

(2) the line extension will serve at least three co ns umers in its 

first year and (3) the utility has a c e r t i f i c a t e  from the APUC to 

serve that area.

Section 3 pro vides that the utility shall collect TL interest on 

this loan from its consumers served by the line exten si on  and 

shall pay that interest to the APA ann u al ly  with its principal 

payment. The principal repayment formula is geared to the number 

of new co ns um ers being served by this line e x tensio n rather than 

to a specific term of years. The cost of the line is divided into 

units c on si s ti n g of its average cost per 350 feet (the app ro ximate 

dist an ce  of a span of line). The utility repays one unit of the 

pr incipal for each ,'ew consumer served by the line.

Section 4 vests the ad mi ni st r at i ve  au t horit y with the APA and r e­

quires an annual report to the legislature.

Section 5 defines the terms used in this legislation.



Se ction 6 limits the amount of a loan to the amount ne c essar y to 

build an over he ad line, but a mo r e e x pe n s i v e  method of c o n s t r u c­

tion may  be used if the additional cost is financed from some 

other source. The utility is requ ir ed to invest from other 

sources one unit of cost (the av erage cost for 350 feet of line) 

for each consumer to be served in the first year.

Section 7 authorizes the ex ec ut ive director of the APA to appoint 

a loan ad vi sory co mm ittee from re sidents of the assigned service 

area of the applicant utility. The co m m it te e  has the re sp ons ibil 

ity to advise whether or not d e v e lo pm e nt  of the area in questio n 

is likely to occur rapidly enough to provide full repayment of 

the loan wi th in 20 years.
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S t a t e  o  e  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J U J T B A U

M arch  21 , 1984

The H o n o ra b le  Jo e  Hayes 
A la s k a  House o f  R e p r e s e n t a t i v e s  
Pouch  V
Ju n e au ,  AK 99811

D ea r R e p r e s e n t a t i v e  H a y e s :

Under th e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18 , o f  th e  A la s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a b i l l  t o  amend AS 43, th e  
Revenue and T a x a t io n  Code , by r e p e a l i n g  AS 4 3 .2 0 .0 3 1 (d )  
and AS 4 3 . 7 0 . 0 3 0 ( b ) .

T h is  b i l l  r e p e a l s  AS 4 3 . 2 0 . 0 3 1 ( d ) ,  w h ic h  exempts banks and 
s a v in g s  and lo a n  a s s o c i a t i o n s  from  t a x a t i o n  unde r 
AS 4 3 . 2 0 ,  th e  c o r p o r a t e  incom e t a x  c h a p t e r .  I t  a l s o  r e ­
p e a l s  AS 4 3 . 7 0 . 0 3 0 ( b ) ,  w h ic h  t a x e s  b a n k s ,  t r u s t  com pan ie s ,  
and s a v in g s  and lo a n  a s s o c i a t i o n s  u nd e r  AS 4 3 . 7 0 ,  th e  
B u s in e s s  L i c e n s e  A c t .

C u r r e n t l y ,  banks and s a v in g s  and lo a n  a s s o c i a t i o n s  a re  
s p e c i f i c a l l y  exempted from  th e  c o r p o r a t e  incom e t a x  under 
AS 43 .20  because  o f  f e d e r a l  r e s t r i c t i o n s  w h ich  r e q u i r e d  
s t a t e s  t o  t a x  n a t i o n a l  banks  and s a v in g s  and lo a n  a s s o ­
c i a t i o n s  s e p a r a t e l y  from  o t h e r  c o r p o r a t i o n s .  Those f e d e r ­
a l  r e s t r i c t i o n s  no lo n g e r  e x i s t .  T h e r e f o r e ,  we may now 
t a x  banks  unde r AS 43 .20  a lo n g  w i t h  a l l  o t h e r  c o r p o r a t e  
t a x p a y e r s ,  and t h a t  i s  w hat t h i s  b i l l  w i l l  a c c o m p l is h .

S i n c e r e l y ,

B i ______________
G ove rno r
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R E Q U E S T

B i l l / R e s o l u t i o n  No:

Title: S t a t e  t a x a t i o n  of n a t i o n a l  b a n k s

S p o n s o r :  G o v e r n o r

S T A T E  OF  A L A S K A  1984 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

R e v i s i o n  D at e

P age  1 o f  2 
 HB—7_Q 3___

R e q u e s t o r : ________

D a t e  of Request:.

F I S C A L  D E T A I L

A g e n c y  A f f e c t e d : D e p a r t m e n t  of R e v e n u e  

P r o g r a m  C a t e g o r y  A f f e c t e d : C o l l e c t i o n  and

M a n a g e m e n t _______________________________________

BRU, P r o g r a m  of S u b p r o g r a m ( s )  A f fected: 

A u d i t  D i v i s i o n  ___________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  Dolla r s )

I I F Y  84 I F Y  85 I F Y  86 I F Y  87 I FY  88 I F Y  89

O P E R A T I N G

100 P E R S O N A L  S E R V I C E S 1 — 1 - 1 - 1 - 1 - 1 -
200 T R A V E L 1 - 1 - 1 - 1 - 1 - 1 -

300 C O N T R A C T U A L 1 - 1 -  I - 1 -  1 - 1 -

400 S U P P L I E S 1 - 1 - 1 - 1 - 1 - 1 -

500 E Q U I P M E N T 1 - 1 - 1 - 1 - 1 - 1 -

600 L A N D S  &  S T R U C T U R E S 1 - 1 - 1 - 1 - 1 - 1 -

700 G R A N T S ,  C L A I M S 1 - 1 - 1 - 1 - 1 - 1 -
800 M I S C E L L A N E O U S 1 - 1 - 1 ■- 1 ~ 1 - 1 -

T O T A L  O P E R A T I N G 1 — 1 - 1 — 1 ~ 1 — 1

1 C A P I T A L  1 - 1 - 1 - 1 - 1 - 1 -

1 R E V E N U E  1 

F U N D I N G :  ( T h o u s a n d s  of D o llars)

- 1 - 1 - 1 - 1 - 1

| G E N E R A L  F U N D  

j F E D E R A L  F U N D S  

j O T H E R

1 T O T A L ___________

P O S I T I O N S :

| F U L L - T I M E  

j P A R T - T I M E  

1 T E M P O R A R Y

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

A N A L Y S I S : A t t a c h  a s e p a r a t e  p a g e  f o r  a na lysis.

P r e p a r e d  By: M a u r e e n  0* B r l e n / / ft iV ol W  "Ji/u £jj_j Phone: 4 6 5 - 2 3 2 0

T t z r —  ' ......................
D i v i s i o n :  A u d i t  D i v i s i o n

A p p r o v e d  by C o m m i s s i o n e r :  

A g e n c y :  R e v e n u e ____________

Date: M a r c h  20. 1984

Date: 3 /jo/gy
D i s t r i b u t i o n  (by A g e n c y  p r e p a r i n g  f i s c e l  note): 

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of M a n a g e m e n t  and B u d g e t  

I m p a c t e d  A g e n c y ( i e s )
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C u r r e n t l y  b a n k s  are r e q u i r e d  to f i l e  r e t u r n s  and pay tax u n d e r  
a s t a t u t e  s e p a r a t e  fr o m  a l l  o t h e r  c o r p o r a t i o n s  (AS 43.70).
T h i s  r e s u l t s  in s i g n i f i c  ,nt a d m i n i s t r a t i v e  and legal p r o b l e m s .  
T h e  D e p a r t m e n t  of R e v e n u e  t h e r e f o r e  r e c o m m e n d s  that b a nks be 
t a x e d  u n d e r  the s a m e  i n c o m e  t a x  s t a t u t e s  as o t h e r  c o r p o r a t i o n s  
(AS 4 3 . 2 0 ) .

A l t h o u g h  s t a t e  and m u n i c i p a l  i n t e r e s t  is c u r r e n t l y  t a x a b l e  
u n d e r  A S  4 3 . 7 0  and w o u l d  n o t  be s u b j e c t  to tax u n d e r  AS 43.20. 
w e  e s t i m a t e  t h a t  r e q u i r i n g  b a n k s  to f i l e  u n d e r  AS  4 3 .20 r a t h e r  
t h a n  A S  4 3 . 7 0  w i l l  r e s u l t  in no loss of r e v e n u e  to the State. 
T h e  D e p a r t m e n t ' s  p o s i t i o n  is th a t  u n d e r  IRC sec. 265(2), w h i c h  
is a d o p t e d  by r e f e r e n c e  in A S  4 3 . 2 0 . 0 2 1 ( a ) ,  no d e d u c t i o n  is 
a l l o w e d  for e x p e n s e s  a n d  i n t e r e s t  i n c u r r e d  or c o n t i n u e d  to 
p u r c h a s e  or c a r r y  o b l i g a t i o n s  the i n t e r e s t  on w h i c h  is e x e m p t  
f r o m  tax. T h i s  i n c l u d e s  not o n l y  e x p e n s e s  and i n t e r e s t  r e l a t e d  
to tax e x e m p t  s t a t e  and m u n i c i p a l  i n t e r e s t  income, but a l s o  
e x p e n s e s  a n d  i n t e r e s t  r e l a t e d  to tax e x e m p t  U.S. i n t e r e s t  
i n c o m e .  T h e r e f o r e ,  the t o t a l  a m o u n t  of n o n d e d u c t i b l e  e x p e n s e s  
u n d e r  A S  4 3 . 2 0  w i l l  be c l o s e  to the a m o u n t  of n o n t a x a b l e  income.
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BI LL S H E F F I E L D
G O V E R N O R

a
v

S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J U N K A U

M a r c h  21, 1904

The H o n o r a b l e  Joe Hayes 
A l a s k a  H ouse  of R e p r e s e n t a t i v e s  
P o u c h  V
Juneau, A K  99811

D e a r  R e p r e s e n t a t i v e  Hayes:

Under the authority o f  arc. Ill, sec. 18, of the A l a s k a  
Consti t u t i o n ,  I am t r a n s m i t t i n g  a b i l l  to amend AS 43, the 
Re v e n u e  and Taxation Code, by r e p e a l i n g  AS 43.20.031(d) 
and AS 4 3 . 7 0 . 0 3 0 (b).

This bill repeals AS 43.20.031(d), w h i c h  exempts ban ks and 
savings and loan a s s o c i a t i o n s  from taxation u n d e r  
AS 4 3.20, the corporat e income tax chapter. It also r e­
peals AS 43.70.030(b), w h i c h  taxes banks, t rust companies, 
and savings and loan a s s o c i a t i o n s  u n d e r  AS 43.70, the 
Bu s in ess License Act.

Currently, banks and savings and loan associations are 
s p e c i f i c a l l y  exempted from the c o r p o r a t e  income tax u n d e r  
AS 43.20 because of federal r e s t r i c t i o n s  which r e q u i r e d  
states to tax nation al banks and saving s and loan a s s o­
ciations separately from o t h e r  corporat ions. Those f e d e r­
al restri c t i o n s  no lo nger exist. Therefore, we m a y  now 
tax bank3 under AS 43.20 along w i t h  all other c o r p o r a t e  
taxpayers, and that is w h a t  this bill w i l l  accomplish.

Sincerely,

Bill S h e f f i e l d / ' 
Governor
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R equ estor:_________
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Bill/Res ol ut io n N o : ______HB 703_________
Title: State taxat io n of national banks

STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

FISCAL DETAIL
Agency Affected: Department of Revenue___

Program Category Affected: Collection and

Ma na gement____________________________________

BRU, Program of Subprogram(s) Affected: 

Audit Division ________________________

E X P E N D I T U R E S / R E V E N U E S : (Thousands of Dollars)

I I FY 84 1 FY 85 1 FY 86 1 FY 87 1 FY 88 f FY 89

1 OPERA TI NG I 1 1 1 1 I •

| 100 P ER SONAL SERVICES 1 - 1 - 1 1 1 ! -

| 200 TRAV EL 1 - 1 - 1 1 1 1 -

| 300 CONTR AC TUA L 1 - 1 - 1 1 1 1 -

| 400 SUPPLIES 1 - 1 - 1 1 ~ 1 \ -

| 500 E QUIPMENT i - 1 - 1 1 1 1 -

| 600 LANDS & STRUCTURES 1 - 1 - 1 1 1 1 -

| 700 GRANTS, CLAIMS 1 - 1 - 1 1 - 1 1 -

1 800 MI SC EL LA NEO US 1 - 1 - 1 - 1
f
1 I -

1 TO TA L OPERA TI NG 1 - 1 - 1 1 1 [ -

1 CAPITAL 1 - 1 - 1 1 1 1 -

1 REVENUE 1 - 1 - 1 1 1 I -

F UNDING : (Thousands of Dollars)

| G E NER AL  FUND 1 - 1 - 1 1 1 1 -

| FEDERAL FUNDS 1 - 1 - 1 1 1 I -

| OTH ER 1 - 1 - 1 1 1 ) -

1 TOTA L 1 - 1 - 1 1 1 1 -

POSITIONS:

FULL-TIME I I I I I - I

| PART-TIME j j I I I I
I T E MP OR ARY_________________________| | I I I \

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L :

A N A L Y S I S : A ttach a separate page for analysis.
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C u r r e n t l y  b a n k s  a r e  r e q u i r e d  t o  f i l e  r e t u r n s  a n d  p a y  t a x  u n d e r  

a s t a t u t e  s e p a r a t e  f r o m  a l l  o t h e r  c o r p o r a t i o n s  ( A S  4 3 . 7 0 ) .

T h i s  r e s u l t s  i n  s i g n i f i c a n t  a d m i n i s t r a t i v e  a n d  l e g a l  p r o b l e m s .  

T h e  D e p a r t m e n t  o f  R e v e n u e  t h e r e f o r e  r e c o m m e n d s  t h a t  b a n k s  b e  

t a x e d  u n d e r  t h e  s a m e  i n c o m e  t a x  s t a t u t e s  a s  o t h e r  c o r p o r a t i o n s  

( A S  4 3 . 2 0 ) .

A l t h o u g h  s t a t e  a n d  m u n i c i p a l  i n t e r e s t  is  c u r r e n t l y  t a x a b l e  
u n d e r  A S  4 3 . 7 0  a n d  w o u l d  n o t  b e  s u b j e c t  t o  t a x  u n d e r  A S  4 3 . 2 0 ,  

w e  e s t i m a t e  t h a t  r e q u i r i n g  b a n k s  t o  f i l e  u n d e r  A S  4 3 . 2 0  r a t h e r  

t h a n  A S  4 3 . 7 0  w i l l  r e s u l t  i n  n o  l o s s  o f  r e v e n u e  t o  t h e  S t a t e .

T h e  D e p a r t m e n t ' s  p o s i t i o n  i s  t h a t  u n d e r  I R C  s e c .  2 6 5 ( 2 ) ,  w h i c h  

is  a d o p t e d  b y  r e f e r e n c e  i n  A S  /| 3 . 2 0 . 0 2 1 ( a ), n o  d e d u c t i o n  is 

a l l o w e d  f o r  e x p e n s e s  a n d  i n t e r e s t  i n c u r r e d  o r  c o n t i n u e d  t o  
p u r c h a s e  o r  c a r r y  o b l i g a t i o n s  t h e  i n t e r e s t  o n  w h i c h  is e x e m p t  
f r o m  t a x .  T h i s  i n c l u d e s  n o t  o n l y  e x p e n s e s  a n d  i n t e r e s t  r e l a t e d  

t o  t a x  e x e m p t  s t a t e  a n d  m u n i c i p a l  i n t e r e s t  i n c o m e ,  b u t  a l s o  

e x p e n s e s  a n d  i n t e r e s t  r e l a t e d  t o  t a x  e x e m p t  U . S .  i n t e r e s t  

i n c o m e .  T h e r e f o r e ,  t h e  t o t a l  a m o u n t  o f  n o n d e d u c t i b l e  e x p e n s e s  

u n d e r  A S  4 3 . 2 0  w i l l  b e  c l o s e  t o  t h e  a m o u n t  o f  n o n t a x a b l a  i n c o m e .
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# S e c .  1. A S  2 1  is a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  59.

A U T O M O B I L E  S E R V I C E  C O R P O R A T I O N S  

S e c .  2 1 . 5 9 . 0 1 0 .  S C O P E  O F  C H A P T E R ,  (a) T h i s  c h a p t e r  a p p l i e s  t o  e v e r y  

i n d i v i d u a l ,  p e r s o n ,  f i r m ,  c o r p o r a t i o n ,  o r  o r g a n i z a t i o n  o f  a n y  k i n d  

h e r e a f t e r  e n g a g i n g  o r  p u r p o r t i n g  t o  e n g a g e  i n  t h e  p r o v i s i o n  o f  a l l  o r  

p a r t  o f  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  c o v e r a g e  a s  d e f i n e d  i n  A S

2 1 . 5 9 . 9 0 0 .  f o r  i t s  s u b s c r i b e r s  i n  e x c h a n g e  f o r  p e r i o d i c  p r e p a y m e n t s  b y  

t h e  s u b s c r i b e r .
(b) T h i s  c h a p t e r  d o e s  n o t  a p p l y  t o  a p e r s o n  i s s u e d  a  c e r t i f i c a t e  o f  

a u t h o r i t y  u n d e r  A S  2 1 . 0 9 .
<c) N o  p r o v i s i o n  o f  t h i s  t i t l e  m a y  a p p l y  t o  a n  a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n  u.iless c o n t a i n e d  o r  r e f e r r e d  to i n  t h i s  c h a p t e r .
S e c .  2 1 . 5 9 . 0 2 3 .  I N C O R P O R A T I O N  -  C E R T I F I C A T E  O F  A U T H O R I T Y  R E Q U I R E D .

(a) A p e r s o n  e n g a g e d  i n  o r  p u r p o r t i n g  t o  e n g a g e  i n  t h e  p r o v i s i o n  o f  a n  

a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  s e r v i c e  s h a l l  b e  i n c o r p o r a t e d  u n d e r  t h e  

l a w s  o f  A l a s k a  a s  a n o n p r o f i t  c o r p o r a t i o n  a n d  b e  c u r r e n t l y  a u t h o r i z e d  a s  

a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  u n d e r  a c e r t i f i c a t e  o f  a u t h o r i t y  i s s u e d  

b y  t h e  d i r e c t o r  u n d e r  t h i s  c h a p t e r .
(b) B e f o r e  t h e  a r t i c l e s  o f  i n c o r p o r a t i o n  of t h e  p r o p o s e d  c o r p o r a t i o n  

o r  a m e n d m e n t s  t o  e x i s t i n g  a r t i c l e s  o f  i n c o r p o r a t i o n  a r e  f i l e d  w i t h  t h e  

c o m m i s s i o n e r  o f  c o m m e r c e ,  t h e y  s h a l l  b e  s u b m i t t e d  to  t h e  d i r e c t o r ,  a n d  

t h e  c o m m i s s i o n e r  o f  c o m m e r c e  s h a l l  n o t  f i l e  t h e  a r t i c l e s  o r  a m e n d m e n t s  

u n l e s s  t h e  d i r e c t o r ’s  a p p r o v a l  i s  e n d o r s e d  t h e r e o n .  T h e  d i r e c t o r  s h a l l  

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

c o m p l y  w i t h  l aw .  If n o t  a p p r o v e d ,  t h e  d i r e c t o r  s h a l l  r e t u r n  t h e  p r o p o s e d  

a r t i c l e s  o f  i n c o r p o r a t i o n  t o  t h e  i n c o r p o r a t o r s  o r  a m e n d m e n t s  t o  t h e  

c o r p o r a t i o n ,  t o g e t h e r  w i t h  h i s  w r i t t e n  s t a t e m e n t  o f  p a r t i c u l a r s  o f  t h e  

r e a s o n s  f o r  n o n a p p r o v a l .
S e c .  2 1 . 5 9 . 0 3 0  Q U A L I F I C A T I O N S  F O R  C E R T I F I C A T E  O F  A U T H O R I T Y .  T h e  

d i r e c t o r  m a y  n o t  i s s u e  o r  p e r m i t  to e x i s t  a c e r t i f i c a t e  o f  a u t h o r i t y  to  

b e  o r  a c t  a s  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  t o  a c o r p o r a t i o n  w h i c h  

d o e s  n o t  f u l f i l l  t h e  f o l l o w i n g  q u a l i f i c a t i o n s :

(1) it m u s t  b e  i n c o r p o r a t e d  a s  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n

(2) it m u s t  i n t e n d  to a n d  a c t u a l l y  c o n d u c t  i t s  b u s i n e s s  in g o o d  

f a i t h  a s  a n o n p r o f i t  c o r p o r a t i o n ;

(3) if a  n e w l y  f o r m e d  c o r p o r a t . o n .  it m u s t  p o s s e s s  s u f f i c i e n t  

a 1, a i l a b l e  w o r k i n g  f u n d s  to p a y  a l l  r e a s o n a b l y  a n t i c i p a t e d  c o s t  of  

a c q u i s i t i o n  o f  n e w  b u s i n e s s  a n d  o p e r a t i n g  e x p e n s e s ,  o t h e r  t h a n  l o s s e s ,  

f o r  a p e r i o d  o f  n o t  l e s s  t h a n  s i x  m o n t h s  f o l l o w i n g  t h e  d a t e  of  i s s u a n c e  

o f  t h e  c e r t i f i c a t e  o f  a u t h o r i t y ;

(4) it m u s t  p o s t  w i t h  t h e  d i r e c t o r ,  a  b o n d  in t h e  a m o u n t  o f  

$ 5 0 , 0 0 0 .  i s s u e d  b y  a  c o r p o r a t e  s u r e t y  a u t h o r i z e d  u n d e r  A S  21 t o  a c t  a s  

s u r e t y  a n d  c o n d i t i o n e d  u p o n  t h e  o r g a n i z a t i o n ’s f a i t h f u l  f u l f i l l m e n t  o f  

i t s  c o n t r a c t s ;  a n d .

(5) it m u s t  f u l f i l l  a l l  o t h e r  a p p l i c a b l e  r e q u i r e m e n t s  o f  t h i s

c h a p t e r .

S e c .  2 ’. 5 9 . 0 4 0  C E R T I F I C A T E  O F  A U T H O R I T Y ,  (a) A p p l i c a t i o n  f o r  a 

c e r t i f i c a t e  o f  a u t h o r i t y  t o  t r a n s a c t  b u s i n e s s  a s  a n  a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n  s h a l l  toe m a d e  t o  t h e  d i r e c t o r ,  o n  f o r m s  a s  p r e p a r e d  a n d  

f u r n i s h a d  b y  t h e  d i r e c t o r  a n d  r e q u i r i n g  t h e  i n f o r m a t i o n  r e l a t i v e  to t h e  

a p p l i c a n t ,  i t s  d i r e c t o r s ,  o f f i c e r s ,  a n d  a f f a i r s  a s  the» d i r e c t o r  m a y



r e a s o n a b l y  r e q u i r e  c o n s i s t e n t  w i t h  t h i s  c h a p t e r .

(b) T h e  a p p l i c a t i o n  s h a l l  b e  a c c o m p a n i e d  b y  t h e  f o l l o w i n g  d o c u m e n t s :

(1) o n e  c o p y  o f  t h e  a p p l i c a n t ’s a r t i c l e s  o f  i n c o r p o r a t i o n  a n d  

a l l  a m e n d m e n t s *  c e r t i f i e d  b y  t h e  c o m m i s s i o n e r  o f  c o m m e r c e ;

(2) o n e  c o p y  o f  t h e  a p p l i c a n t ’s b y l a w s *  c e r t i f i e d  b y  i t s

c o r p o r a t e  s e c r e t a r y ;
(3) o n e  c o p y  o f  e a c h  s u b s c r i b e r s ’ c o n t r a c t  p r o p o s e d  t o  b e

o f  f e r e d :
(4) a f i n a n c i a l  s t a t e m e n t  o f  t h e  a p p l i c a n t  a s  o f  t h e  d a t e  n o t  

m o r e  t h a n  3 0  d a y s  b e f o r e  t h e  f i l i n g  o f  t h e  a p p l i c a t i o n *  s h o w i n g  t h e  

a m o u n t  o f  w o r k i n g  f u n d s  a v a i l a b l e  t o  t h e  a p p l i c a n t *  t h e  s o u r c e  o f  t h e  

f u n d s ,  a n y  p e r t i n e n t  d a t a  r e l a t e d  t h e r e t o ,  a n d  a c c o m p a n i e d  b y  a c o p y  of

t h e  a g r e e m e n t  u n d e r  w h i c h  t h e  f u n d s  w e r e  c o n t r i b u t e d  t o  o r  p r o v i d e d  fo r

t h e  a p p l i c a n t ;
(5) t h e  b o n d  r e q u i r e d  in a s  2 1 . 5 9 . 0 3 0 ( 4 ) ;  a n d .

(5) a c o p y  o f  a n y  o t h e r  r e l e v a n t  d o c u m e n t  r e a s o n a b l y  r e q u e s t e d  

b y  t h e  d i r e c t o r .
S e c .  2 1 . 5 9 . 0 5 0 .  R E S E R V E S ,  (a) E a c h  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  

s h a l l  e s t a b l i s h  a n d  m a i n t a i n  u n i m p a i r e d  r e s e r v e s  a s  f o l l o w s :

(1) a r e s e r v e  in a n  a m o u n t  n o t  l e s B  t h a n  a l l  l e g a l  o b l i g a t i o n s  

o f  t h e  c o r p o r a t i o n ,  o t h e r  t h a n  c l a i m s  o r i g i n a t i n g  u n d e r  s u b s c r i b e r ’s 

c o n t r a c t s ,  d u e  b u t  u n p a i d ;
(2) a  r e s e r v e  e q u a l  t o  n o t  l e s s  t h a n  t h e  a m o u n t  n e c e s s a r y  b y  

r e a s o n a b l e  e s t i m a t e  to p a y  a l l  c l a i m s  i n c u r r e d  u n d e r  s u b s c r i b e r ’s 

c o n t r a c t s  b u t  c u r r e n t l y  u n p a i d ,  a n d  i n c l u d i n g  a  r e a s o n a b l e  a d d i t i o n a l  

a m o u n t  t o  c o v e r  c l a i m s  i n c u r r e d  b u t  n o t  r e p o r t e d  t o  t h e  c o r p o r a t i o n  a t  
t h e  t i m e  o f  d e t e r m i n a t i o n  o f  t h e  c n r p o r a t i o n ’s  f i n a n c i a l  c o n d i t i o n ;  a n d .

(3) a  r e s e r v e  e q u a l  t o  5 0  p e r  c e n t  o f  a l l  3 u m s  c h a r g e d  n n d  

r e c e i v e d  b y  t h e  c o r p o r a t i o n  d u r i n g  t h e  c a l e n d a r  p e r i o d  c o v e r e d  t h e  

f i n a n c i a l  s t a t e m e n t ,  o n  a c c o u n t  u f  i n d e m n i t y  b e n e f i t s  p r o v i d e d  in 

s u b s c r i b e r ’s  c o n t r a c t s  f o r  t e r m s  f o r  w h i c h  p r e m i u m  w a s  l a s t  p a i d  a n d  

u n e x p i r e d  a t  t h e  d a t e  o f  t h e  f i n a n c i a l  s t a t e m e n t .

(b) T h e  r e s e r v e s  r e q u i r e d  u n d e r  (a) o f  t h i s  s e c t i o n  c o n s t i t u t e  a 

l i a b i l i t y  o f  t h e  c o r p o r a t i o n  in a d e t e r m i n a t i o n  o f  i t s  f i n a n c i a l  

c o n d i t i o n .

S e c .  2 1 . 5 9 . 0 6 0 .  R E C O R D S  A N D  A C C O U N T S ,  (a) />n a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n  s h a l l  e s t a b l i s h  a n d  m a i n t a i n  c o m p l e t e  a n d  a c c u r a t e  r e c o r d s  
a n d  a c c o u n t s  c o v e r i n g  i t s  t r a n s a c t i o n s  a n d  a f f a i r s ,  in a c c o r d a n c e  w i t h  

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

r e c o r d  k e e p i n g  a s  a p p l i e d  t o  t h e  b u s i n e s s  o f  t h e  c o r p o r a t i o n .

(b) T h e  c o r p o r a t i o n  s h a l l  e s t a b l i s h  a s e p a r a t e  r e c o r d  o f  e a c h  c l a i m  

r e c e i v e d  f o r  b e n e f i t s  u n d e r  a s u b s c r i b e r ’s c o n t r a c t ,  w h e t h e r  t h e  c l a i m  is 

f o r  s e r v i c e  o r  f o r  i n d e m n i t y .  T h e  c l a i m  r e c o r d  s h a l l  c o n t a i n  i n f o r m a t i o n  

r e a s o n a b l y  n e c e s s a r y  f o r  t h e  d e t e r m i n a t i o n  o f :

(1) t h e  i d e n t i t y  of t h e  c l a i m a n t :

(2) t h e  n a t u r e  o f  t h e  c l a i m ;

(3) t h e  p r o b a b l e  a m o u n t  to b e  p a i d  b y  t h e  c o r p o r a t i o n  o n  a c c o u n t  

of t h e  c l a i m ;  a n d .

(4) t h e  a m o u n t s  a c t u a l l y  p a i d  b y  t h e  c o r p o r a t i o n  o n  a c c o u n t  o f  

t h e  c l a i m .

S e c .  2 1 . 5 9 . 0 7 0 .  O T H E R  P R O V I S I O N S  A P P L I C A B L E .  In a d d i t i o n  to t h e  

p r o v i s i o n s  c o n t a i n e d  in t h i s  c h a p t e r ,  o t h e r  c h a p t e r s  a n d  p r o v i s i o n s  o f  

t h i B  t i t l e  s h a l l  a p p l y  ti. a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n s ,  t o  t h e  e x t e n t  

a p p l i c a b l e  a n d  n o t  in c o n l  i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  

c h a p t e r  a n d  t h e  r e a s o n a b l e  i m p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  a n d



f o r  t h e  p u r p o s e s  o f  t h e  a p p l i c a t i o n  t h e  c o r p o r a t i o n s  s h a l l  b e  c o n s i d e r e d
to b e  m u t u a l i n s u r e r s ,  a s  f o l l o w s :

(1) A S  2 1 . 0 3
(2) A S  2 1 . 0 5

(3) A S  2 1 . 0 9 . 0 5 0

< 4) A S  2 1 . 0 9 . 1 0 0 - 2 5 0
(5) A S  2 1 . 1 2
(6) A S  2 1 . 3 6

(7) A S  2 1 . 6 9

(8) A S  2 1 . 7 8

(9) A S  2 1 . 9 0 .

S e c . 2 1 . 5 9 . 9 0 0 .  D E F I N I T I O N S .  In t h i s

(1) " a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n "  m e a n s  a c o r p o r a t i o n  

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

s e r v i c e s  f o r  s u b s c r i b e r s  in  e x c h a n g e  f o r  p e r i o d i c  p r e p a y m e n t  in 

i d e n t i f i a b l e  a m o u n t  b y  o r  a s  t o  t h e  s u b s c r i b e r s ;

(2) " s e r v i c e s "  m e a n s  a n y  p r o f e s s i o n a l  s e r v i c e .  t e c h n i c a l  

s e r v i c e *  r e p l a c e m e n t  o f  g o o d s  w h i c h  t h e  c o r p o r a t i o n  m a y  b e c o m e  o b l i g a t e d  

to  p r o v i d e  u p o n  a c o n t i n g e n t  e v e n t  o r  a  c e r t a i n  e v e n t  w h i c h  m a y  o c c u r  a t  

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

is c h a r g e d  o r  c o l l e c t e d ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  to

(A) e m e r g e n c y  r o a d  s e r v i c e ;

(B) r e i m b u r s e m e n t  o f  l e g a l  f e e s  f o r  r e p r e s e n t a t i o n  o n  

t r a f f i c  o f f e n s e s ;

(C) p r o v i d i n g  b a i l  b o n d B  f o r  t r a f f i c  o f f e n s e s ;

(D) p r o v i d i n g  m a p s  a n d  t r i p  p l a n n i n g  s e r v i c e s ;  a n d .

IE) a r r a n g e m e n t  o f  d i s c o u n t s ,  r e b a t e s  o r  p r i c e  r e d u c t i o n s  

o n  t r a v e l  r e l a t e d  g o o d s  a n d  s e r v i c e s .

(3) " s u b s c r i b e r s  c o n t r a c t s "  m e a n s  t h e  c o n t r a c t  b e t w e e n  t h e  

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

p a r t  o f  o n e  o r  m o r e  s e r v i c e s  is t o  b e  r e n d e r e d  t o  o r  o n  b e h a l f  o f  t h e  

s u b s c r i b e r  b y  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  o r  b y  a  p r o v i d e r  t h a t  h a s  

e n t e r e d  i n t o  a s e r v i c e  a g r e e m e n t  w i t h  t h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n .
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# S e c .  1. A S  2 1  is  a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  t o  r e a d :
C H A P T E R  59.

A U T O M O B I L E  S E R V I C E  C O R P O R A T I O N S  

S e c .  2 1 . 5 9 . 0 1 0 .  S C O P E  O F  C H A P T E R ,  (a) T h i s  c h a p t e r  a p p l i e s  t o  e v e r y  

i n d i v i d u a l ,  p e r s o n ,  f i r m ,  c o r p o r a t i o n ,  o r  o r g a n i z a t i o n  o f  a n y  k i n d  

h e r e a f t e r  e n g a g i n g  o r  p u r p o r t i n g  to e n g a g e  i n  t h e  p r o v i s i o n  of a l l  or 

p a r t  o f  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  c o v e r a g e  a s  d e f i n e d  in A S

2 1 . 5 9 . 9 0 0 ,  f o r  i t s  s u b s c r i b e r s  in e x c h a n g e  f o r  p e r i o d i c  p r e p a y m e n t s  b y  

t h e  s u b s c r i b e r .
(b) T h i s  c h a p t e r  d o e s  n o t  a p p l y  t o  a  p e r s o n  i s s u e d  a  c e r t i f i c a t e  of 

a u t h o r i t y  u n d e r  A S  2 1 . 0 9 .

<c) N o  p r o v i s i o n  o f  t h i s  t i t l e  m a y  a p p l y  t o  a n  a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n  u n l e s s  c o n t a i n e d  o r  r e f e r r e d  t o  in  t h i s  c h a p t e r .

S e c .  2 1 . 5 9 . 0 2 0 .  I N C O R P O R A T I O N  - C E R T I F I C A T E  O F  A U T H O R I T Y  R E Q U I R E D .

(a) A  p e r s o n  e n g a g e d  i n  o r  p u r p o r t i n g  t o  e n g a g e  in t h e  p r o v i s i o n  of a n  
a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  s e r v i c e  s h a l l  b e  i n c o r p o r a t e d  a s  a 

n o n p r o f i t  c o r p o r a t i o n  a n d  b e  c u r r e n t l y  a u t h o r i z e d  a s  a n  a u t o m o b i l e  

s e r v i c e  c o r p o r a t i o n  u n d e r  a c e r t i f i c a t e  o f  a u t h o r i t y  i s s u e d  b y  t h e  

d i r e c t o r  u n d e r  t h i s  c h a p t e r .
(b) If a  p r o p o s e d  c o r p o r a t i o n  is t o  f o r m e d  u n d e r  t h e  l a w s  o f  A l a s k a ,  

t h e  a r t i c l e s  o f  i n c o r p o r a t i o n  o f  t h e  p r o p o s e d  c o r p o r a t i o n  o r  a m e n d m e n t s  

t o  e x i s t i n g  a r t i c l e s  o f  i n c o r p o r a t i o n  a r e  t o  b e  s u b m i t t e d  t o  t h e  d i r e c t o r  

b e f o r e  t h e y  s h a l l  b e  f i l e d  w i t h  t h e  c o m m i s s i o n e r  o f  c o m m e r c e ,  a n d  t h e  

c o m m i s s i o n e r  of c o m m e r c e  s h a l l  n o t  f i l e  t h e  a r t i c l e s  o r  a m e n d m e n t s  u n l e s s  

t h e  d i r e c t o r ’s a p p r o v a l  is e n d o r s e d  t h e r e o n .  T h e  d i r e c t o r  s h a l l  a p p r o v e  

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

law. If n o t  a p p r o v e d ,  t h e  d i r e c t o r  s h a l l  r e t u r n  t h e  p r o p o s e d  a r t i c l e s  o f  

i n c o r p o r a t i o n  t o  t h e  i n c o r p o r a t o r s  o r  a m e n d m e n t s  to t h e  c o r p o r a t i o n ,  

t o g e t h e r  w i t h  h i B  w r i t t e n  s t a t e m e n t  o f  p a r t i c u l a r s  o f  t h e  r e a s o n s  f o r  

n o n a p p r o v a l .
S e c .  2 1 . 5 9 . 0 3 0  Q U A L I F I C A T I O N S  F O R  C E R T I F I C A T E  O F  A U T H O R I T Y .  T h e  

d i r e c t o r  m a y  n o t  i s s u e  o r  p e r m i t  to e x i s t  a c e r t i f i c a t e  of a u t h o r i t y  to 

b e  o r  a c t  a s  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  to a  c o r p o r a t i o n  w h i c h  

d o e s  n o t  f u l f i l l  t h e  f o l l o w i n g  q u a l i f i c a t i o n s :

(1) if a  n e w l y  f o r m e d  c o r p o r a t i o n ,  it m u B t  p o s s e s s  s u f f i c i e n t  

a v a i l a b l e  w o r k i n g  f u n d s  t o  p a y  a ll r e a s o n a b l y  a n t i c i p a t e d  c o s t  o f  

a c q u i s i t i o n  o f  n e w  b u s i n e s s  a n d  o p e r a t i n g  e x p e n s e s ,  o t h e r  t h a n  l o s s e s ,  

f o r  a p e r i o d  o f  n o t  I s b s  t h a n  s i x  m o n t h s  f o l l o w i n g  t h e  d a t e  o f  i s s u a n c e  

o f  t h e  c e r t i f i c a t e  o f  a u t h o r i t y ;

(2) it m u s t  p o B t  w i t h  t h e  d i r e c t o r ,  a b o n d  in t h e  a m o u n t  of 

$ 5 0 , 0 0 0 ,  i s s u e d  b y  a  c o r p o r a t e  B u r e t y  a u t h o r i z e d  u n d e r  A S  21 to a c t  a s  

s u r e t y  a n d  c o n d i t i o n e d  u p o n  t h e  o r g a n i z a t i o n ’s  f a i t h f u l  f u l f i l l m e n t  o f  

i t s  c o n t r a c t s ;  a n d .

(3) it m u s t  f u l f i l l  all o t h e r  a p p l i c a b l e  r e q u i r e m e n t s  o f  t h i s

c h a p t e r .

S e c .  2 1 . 5 9 . 0 4 0  C E R T I F I C A T E  O F  A U T H O R I T Y ,  (a) A p p l i c a t i o n  f o r  a 

c e r t i f i c a t e  o f  a u t h o r i t y  t o  t r a n s a c t  b u s i n e s s  a s  a n  a u t o m o b i l e  B e r v i c e  

c o r p o r a t i o n  s h a l l  b e  m a d e  to t h e  d i r e c t o r ,  o n  f o r m s  a B  p r e p a r e d  a n d  

f u r n i s h e d  b y  t h e  d i r e c t o r  a n d  r e q u i r i n g  t h e  i n f o r m a t i o n  r e l a t i v e  to t h B  

a p p l i c a n t ,  i t s  d i r e c t o r s ,  o f f i c e r s ,  a n d  a f f a i r s  a s  t h e  d i r e c t o r  m a y  

r e a s o n a b l y  r e q u i r e  c o n s i s t e n t  w i t h  t h i s  c h a p t e r .
(b) T h e  a p p l i c a t i o n  s h a l l  b e  a c c o m p a n i e d  b y  t h e  f o l l o w i n g  d o c u m e n t s :



(1) o n e  c o p y  o f  t h e  a p p l i c a n t ’s a r t i c l e s  o f  i n c o r p o r a t i o n  a n d  

a l l  a m e n d m e n t s *  c e r t i f i e d  b y  t h e  a p p r o p r i a t e  o f f i c i a l  o f  t h e  s t a t e  of 

i n c o r p o r a t i o n ;
(2) o n e  c o p y  o f  t h e  a p p l i c a n t ’s b y l a w s ,  c e r t i f i e d  b y  i t s  

c o r p o r a t e  s e c r e t a r y ;
(3) o n e  c o p y  o f  e a c h  s u b s c r i b e r s "  c o n t r a c t  p r o p o s e d  t o  b e

o f f e r e d ;
(4) a n  a u d i t e d  f i n a n c i a l  s t a t e m e n t  o f  t h e  a p p l i c a n t  f o r  t h e  m o s t  

r e c e n t  f i s c a l  y e a r ;  or. a f i n a n c i a l  s t a t e m e n t  o f  t h e  a p p l i c a n t  a s  o f  t h e  

d a t e  n o t  m o r e  t h a n  3 0  d a y s  b e f o r e  t h e  f i l i n g  o f  t h e  a p p l i c a t i o n ,  s h o w i n g  

t h e  a m o u n t  o f  w o r k i n g  f u n d s  a v a i l a b l e  t o  t h e  a p p l i c a n t ,  t h e  s o u r c e  o f  t h e  

f u n d s ,  a n y  p e r t i n e n t  d a t a  r e l a t e d  t h e r e t o ,  a n d  a c c o m p a n i e d  b y  a c o p y  of 

t h e  a g r e e m e n t  u n d e r  w h i c h  t h e  f u n d s  w e r e  c o n t r i b u t e d  to o r  p r o v i d e d  f o r  

t h e  a p p l i c a n t ;
(5) t h e  b o n d  r e q u i r e d  in a s  2 1 . 5 9 . 0 3 0 ( 2 ) 5  a n d ,

(6) a  c o p y  o f  a n y  o t h e r  r e l e v a n t  d o c u m e n t  r e a s o n a b l y  r e q u e s t e d  

b y  t h e  d i r e c t o r .
S e c .  2 1 . 5 9 . 0 5 0 .  R E S E R V E S ,  (a) E a c h  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  

shell 1 e s t a b l i s h  a n d  m a i n t a i n  u n i m p a i r e d  r e s e r v e s  a s  f o l l o w s :

(1) a  r e s e r v e  in a n  a m o u n t  n o t  l e s s  t h a n  a l l  l e g a l  o b l i g a t i o n s  

o f  t h e  c o r p o r a t i o n ,  o t h e r  t h a n  c l a i m s  o r i g i n a t i n g  u n d e r  s u b s c r i b e r ’s 

c o n t r a c t s ,  d u e  b u t  u n p a i d :
(2) a  r e s e r v e  e q u a l  t o  n o t  l e s s  t h a n  t h e  a m o u n t  n e c e s s a r y  b y  

r e a s o n a b l e  e s t i m a t e  to p a y  a l l  c l a i m s  i n c u r r e d  u n d e r  s u b s c r i b e r ’s 

c o n t r a c t s  b u t  c u r r e n t l y  u n p a i d ,  a n d  i n c l u d i n g  a r e a s o n a b l e  a d d i t i o n a l  

a m o u n t  t o  c o v e r  c l a i m s  i n c u r r e d  b u t  n o t  r e p o r t e d  to  t h e  c o r p o r a t i o n  a t  

t h e  t i m e  o f  d e t e r m i n a t i o n  o f  t h e  c o r p o r a t i o n ’s f i n a n c i a l  c o n d i t i o n ;  a n d .
(3) a  r e s e r v e  e q u a l  to 5 0  p e r  c e n t  o f  a l l  s u m s  c h a r g e d  a n d  

r e c e i v e d  b y  t h e  c o r p o r a t i o n  d u r i n g  t h e  c a l e n d a r  p e r i o d  c o v e r e d  b y  t h e  

f i n a n c i a l  s t a t e m e n t ,  o n  a c c o u n t  o f  i n d e m n i t y  b e n e f i t s  p r o v i d e d  in 

s u b s c r i b e r ' s  c o n t r a c t s  f o r  t e r m s  f o r  w h i c h  p r e m i u m  w a s  l a s t  p a i d  a n d  

u n e x p i r e d  a t  t h e  d a t e  o f  t h e  f i n a n c i a l  s t a t e m e n t .

(b) T h e  r e s e r v e s  r e q u i r e d  u n d e r  (a) o f  t h i s  s e c t i o n  c o n s t i t u t e  a 

l i a b i l i t y  o f  t h e  c o r p o r a t i o n  in a d e t e r m i n a t i o n  o f  i t s  f i n a n c i a l  

c o n d i  t i o n .
(c) T h e  r e q u i r e m e n t s  of (a) a n d  (b) o f  t h i s  s e c t i o n  d o  n o t  a p p l y  if 

t h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  s h a l l  in l i e u  o f  t h e  b o n d  r e q u i r e d  in 

A S  2 1 . 5 9 . 0 3 0 ( 2 ) ,  f i l e  a b o n d  u n d e r  t h a t  s e c t i o n  in t h e  a m o u n t  o f  $ 2 0 0 , 0 0 0 .

S e c .  2 1 . 5 9 . 0 5 0 .  R E C O R D S  A N D  A C C O U N T S .  A n  a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n  B h a l l  e s t a b l i s h  a n d  m a i n t a i n  c o m p l e t e  a n d  a c c u r a t e  r e c o r d s  

a n d  a c c o u n t s  c o v e r i n g  i t s  t r a n s a c t i o n s  a n d  a f f a i r s ,  in a c c o r d a n c e  w i t h  

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

t h e  c o r p o r a t i o n .
S e c .  2 1 . 5 9 . 0 7 0 .  O T H E R  P R O V I S I O N S  A P P L I C A B L E .  In a d d i t i o n  to L he 

p r o v i s i o n s  c o n t a i n e d  in t h i s  c h a p t e r ,  o t h e r  c h a p t e r s  a n d  p r o v i s i o n s  of  
t h i s  t i t l e  s h a l l  a p p l y  t o  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n s ,  t o  t h e  e x t e n t  

a p p l i c a b l e  a n d  n o t  in  c o n f l i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  

c h a p t e r  a n d  t h e  r e a s o n a b l e  i m p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  a n d  

f o r  t h e  p u r p o s e s  o f  t h e  a p p l i c a t i o n  t h e  c o r p o r a t i o n s  s h a l l  b e  c o n s i d e r e d  

to  b e  m u t u a l  i n s u r e r s ,  a s  f o l l o w s :

(1) A S  2 1 . 0 3

(2) A S  2 1 . 0 5

(3) A S  2 1 . 0 9 . 0 5 0

(4) A S  2 1 . 0 9 . 1 0 0 - 2 6 0
(5) A S  2 1 . 1 2



(B) A S  2 1 . 3 6

(7) A S  2 1 . 6 9

(8) A S  2 1 . 7 8
(9) A S  2 1 . 9 0 .

S e c . 2 1 . 5 9 . 9 0 0 .  D E F I N I T I O N S .  In t h i s  c h a p t e r

(1) " a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n "  m e a n s  a c o r p o r a t i o n  
p r o v i d i n g  a l l  o r  p a r t  o f  o n e  o r  m o r e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  

s e r v i c e s  f o r  s u b s c r i b e r s  i n  e x c h a n g e  f o r  p e r i o d i c  p r e p a y m e n t  in 

i d e n t i f i a b l e  a m o u n t  b y  o r  a s  t o  t h e  s u b s c r i b e r s ;

(2) " a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  s e r v i c e s "  m e a n s  a n y  

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

c o r p o r a t i o n  m a y  b e c o m e  o b l i g a t e d  t o  p r o v i d e  u p o n  a  c o n t i n g e n t  e v e n t  o r  a 

c e r t a i n  e v e n t  w h i c h  m a y  o c c u r  a t  a n  u n c e r t a i n  t i m e  a n d  f o r  w h i c h  a 

s p e c i f i e d  s i n g l e  o r  p e r i o d i c  p r e p a y m e n t  i s  c h a r g e d  o r  c o l l e c t e d ,  

i n c l u d i n g ,  b u t  n o t  l i m i t e d  to
(A) e m e r g e n c y  r o a d  s e r v i c e ;

(B) r e i m b u r s e m e n t  o f  l e g a l  f e e s  f o r  r e p r e s e n t a t i o n  o n  

t r a f f i c  o f f e n s e s ;  a n d ,
(C) p r o v i d i n g  b a i l  b o n d s  f o r  t r a f f i c  o f f e n s e s .

A n  a u t o m o b i l e  3 e r v i c e  c o r p o r a t i o n  m a y  p r o v i d e  o t h e r  s e r v i c e s  o r  b e n e f i t s  

w K i c h  d o  n o t  f a l l  w i t h i n  t h e  d e f i n i t i o n  o f  a n  a u t o m o b i l e  s e r v i c e  
v p o r a t i o n  s o r v i c e s .

(3) '’s u b s c r i b e r ’s c o n t r a c t "  m e a n s  t h e  c o n t r a c t  b e t w e e n  t h e  

a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  a n d  i t s  s u b s c r i b e r  u n d e r  w h i c h  a l l  o r  a 

p a r t  o f  o n e  o r  m o r e  s e r v i c e s  i s  t o  b e  r e n d e r e d  to  o r  o n  b e h a l f  o f  t h e  

s u b s c r i b e r  oy a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  o r  b y  a p r o v i d e r  t h a t  h a s  

e n t e r e d  i n t o  a s e r v i c e  a g r e e m e n t  w i t h  t h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n .



HB 704 PR OPOSED COMMI TT EE  SU BS TI TU TE  AUTO CLUBS 4/3/94

#Sec. 1. AS 21 is amended by ad ding a new chapter to read:

C HA PTE R 53.

A UT OMO BI LE  CL UBS

Sec. 21.59.010. SCOPE OF CHAPTER, (a) This  chapter a p pli es  to every 

individual, person, firm, corporation, or or gan ization of any kind 

hereafter en gaging or purp or ti ng  to e ng ag e in the p rov isi on  of all or 

part of an a uto mobile club  serv ic e as defined in AS 21.59.900. for itB 

subsc ri ber s in exchange for periodic p rep ay me nt s by the subscriber.
(b) This chapter does not apply to a perso n issued a c er ti fi ca t e of 

authority under AS 21.09.

(c) No provision of this title may apply to an a u t o mobile cl u b  unleBB 
contained or referred to in this chapter.

Sec. 21.59.020. INCORPORATION - CE R TI F IC AT E  OIF AU TH O RI T Y REQUIRED.

(a) A person engaged in or purp or ti ng  to e ng ag e in the provi si on  of an 

automobile club service shall be incorporated as a nonpr of it  corpo ra ti on  

and be c ur re nt ly  au th or ize d as an a u tom ob il e club under a c er tif ic at e of 

authority issued by the director under this chapter.

(b) If a p ro posed c or po rat io n is to formed under the laws of Alr.aka. 

the articles of incorporation of the p ro posed corpo ra ti on or a me ndments 

to existing art ic le s of incorporation are to be s ubmitted to the director 
before they shall be filed uith the c o mm is si on er  of commerce, and the 

commissioner of commerce Bhall not file the articles or am en dm en ts  unless 

the d i r e c t o r’s approval is e nd orsed thereon. The di rector shall approve 

the articles or am en dments u nle ss he finds that they do not c omp ly  uith 

law. If not approved, the director shall return the proposed a rt icles of 

incorporation to the incorporators or a me n dm ent s to the corporation, 

together uith his uritten s tatement of p art ic ul ar s of the reasons for 

n o n a p p r o v a l .

' Sec. 21.5 9. 030  Q UAL IF IC AT IO NS  FOR CE RTI FI CA T E OF AUTHORITY. The 

director may not issue or permit to exiBt a c ert if ic at e of auth or it y to 

be or act b b  an au to mobile club to a corpo ra ti on  uhich does  not fulfill 

the follouing qualifications:

(1) if a neuly formed corporation, it must p os ses s sufficient 

available uorking funds to pay all reasonably anticip at ed  cost of 

a cquisition of new business and operating expenses, other than losseB. 

for a period of not less than six monthB follouing the dat e of issuance 

of the c er ti fi ca t e of authority;

(2) it must post uith the director, a bond in the amount of 

$50,000. issued by a corporate surety au th orized under AS 21 to act as 

surety and condit io ned  upon the o r g a n i z a t i o n’s faithful fulfillment of 

its contracts; and.

(3) it must fulfill all other ap pl ic ab le  requirements of this

chapter.
Sec. 21.5 9.0 40  CE RTIFICATE OF AUTHORITY, (a) Appli ca ti on  for a 

certificate of authority to transact busin es s as an aut om obi le  club shall 

be made to the director, on forms as prepared and furnished by the 

director and requiring the information relative to the applicant. itB 

directors, officers, and affairs as the di rector may reasonably require 
consistent uith this chapter.

(b) The application shall be accompanied by the follouing documents:

(1) one copy of the a p p l i c a n t’s a rt icles of incorporation and 

all amendments, certified by the approp ri at e official of the state of



incorporation;
(2) one copy of the applicant's bylaus. c ertified by its 

c orporate secretary;

(3) one copy of each s u b s c r i b e r s’ contract proposed to be

offered;

(A) an audited financial statement of the applicant for the most 

recent fiscal year; or, a financial statement of the applicant as of the 

date not more than 30 day s before the filing of the application, shouing 

the amount of working funds available to the applicant, the source of the 

funds, any pertinent data related thereto, and a ccompanied by a copy of 

the agreement under which the funds were contri bu te d to or provided for 
the applicant;

(5) the bond required in as 21.59.030(2); and.

(6) a copy of any other relevant document reasonably requested 

by the director.

Sec. 21.59.050. RESERVES, (a) Each a ut omobile club shall estab li sh  

and maintain unimpaired reserves as follows:

(1) a reserve in an amount not less than all legal oblig at io ns

of the corporation, other than claims originating under s u b s c r i b e r’s 
contracts, due but unpaid;

(2) a reserve equal to not less than the amount necessary by 

reasonable e st imate to pay all claims incurred under s u b s c r i b e r’s 

contr ac ts but currently unpaid, and including a reasonable additional 

amount to cover claims incurred but not reported to the corporation at 

the time of determin at io n of the c o r p o r a t i o n’s financial condition; and,

(3) a reserve equal to 50 per cent of all sums charged and

received by the corporation during the calendar period covered by the 

financial statement, on account of indemnity benefits provided in 

s u b s c r i b e r’s contracts for terms for which premium uaB last paid and 

u nexpired at the date of the financial statement.

(b) The reserves required under (a) of this Bection constitute a 

liability of the c orporation in a d et ermination of its financial 

condi tion.

(c) The requirements of (a) and (b) of this section do not apply if 

the a ut omobile club shall in lieu of the bond required in AS 

21.59.030(2), file a bond under that Bection in the amount oil $250,000.

Sec. 21.59.050. RECORDS AND ACCOUNTS. An automobile servi.ce 

corpo ra tio n shall e stablish and maintain complete and accurate recordB 

and accounts co vering its transactions and affairs, in accordance with 

gener al ly accepted accounting principles as applied to the business of 
the corporation.

Sec. 21.59.070. OTHER PROVISIONS APPLICABLE. In addition to the 

pr ov isions contained in this chapter, other ch apters and provisions of 

this title Bhall apply to automobile club, to the extent applicable and 

not in co nflict uith the express provisions of this chapter and the 

reasonable implications of the express provisions, and for the purposes 

of the appli ca ti on  the corporations shail be considered to be stock 
insurers, as follows:

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09.050

(A) AS 21.09.100

(5) AS 21.09.120-210

(6) AS 21.12



(7) AS 21.36

(8) AS 21.69
(9) AS 21.78

(10) AS 21.90.

Sec .21.59.900. DEFINITIONS. In this chapter

(1) "automobile club" means a corpora ti on  pr oviding all or part

of one or more aut om ob il e club se rv i ce s for s ub sc ri be rs  in exchange for

periodic pr epayment in identifiable amount by or as to the subscribers;

(2) "automobile club services" means any professional service, 

technical service, replacement of goods uhich the corpora ti on  may become 

obligated to prov id e upon a con ti ng en t event or a cer ta in  event which may 

occur at an u n ce rt ai n time and for which a specified single or periodic 

prepayment xs c ha rge d or collected, including, but not limited to
(A) emer ge nc y road service;

(B) reimbursement of legal fees for representation on 

traffic offenses; and.

(C) p roviding bail bonds for traffic offenses.

An a ut omobile club maj' provide other services or b en efits which do not 

fall within the d ef inition of au to mo bil e club services.

(3) " su bscriber's contract" means the contract between the 

au to mobile clu b and its su bs criber under which all or a part of one or 

more services is to be rendered to or on behalf of the subscriber by an 

automobile club or by a provider that has entered into r service 

agreement with the a ut omobile club.



SECTION BY SECTION ANALYSIS OF CSHB 704(L&C). 4/3/84.

This proposal is intended to permit auto clubs to form and operate in 

Alaska. Since auto clubs do provide very limited forms of insurance, they 

are currently required to form as an insurer under Title 21. This is 

effect iv el y a barrier since those requirements are aimed at a different 

kind oil entity. The division recognizes that the requirements for an auto

club do not need to be s b  s tringent as for a normal insurer and support

the concept encomp as se d in HB 704. HB 704. houever presented a dileana 

that we have  attem pt ed  to resolve with a suggested substitute. HB 704 

provided the di rector with du ties to do certain things, yet the statute 

giving him the a uthority to do those things is made not effective. While 

this may be a minor consideration, there are other things in the
insurance c ode that should be made applicable, hence the redraft. We have

used the s ta tu te  allowing hospital or medical service corp or at io ns  as a 

guide in s tr u ct ur in g this substitute.

Sec. 21.59.010.

This section requires that an auto club is subject to the provisions of 

the new chapter. It excludes insurers with a ce rtificate of authority 

issued under AS 21.09. It also provides that only provisions referred to 

or contained in AS 21.59 apply to an auto club.

Sec. 21.59.020.

This section requires that the auto club be a nonprofit corporation and 

hold a certi fi ca te  of authority issued by the director. It also 

e stablishes some procedural requirements about order of filing certain 

documents if the auto club is a domestic.

Sec.- 21.59.030.

This section establ is hes  crvalifications for a ce rtificate of authority. 

The auto club must be financially sound and it must post a bond assuring 
that it will meet its contractual obligations.

Sec. 21.59<040.

This section lists the documents needed to obtain a certif ica te  of 

authority. (4) provides an option of two ways to provide some e vi dence of 

financial soundness. The rest is almost boilerplate requirements for 
issuance of a certificate of authority.

Sec. 21.59.050.

Subsec ti on s (a) and (b) provide the reserves needed if the bond filed 

under Sec. 21.59.030(2) i© for $50,000. Subsection (c) makes no special 

reserve requirements if the bond filed under Sec. 21.59.030(2) is for 

$250,000. Since the amounts for uhich the auto club will bo at risk a.e 

very low for each subscriber, the bond is a good substitute.



Sec. 21.5S.060.

Thi s s ection requires that records be kept on a g en er al ly  ac cepted 

a cco unting pr in ci pl es  basis rather than that usual to an insurer, a 

statu to ry  basis.

Sec. 21.59.070.

Since this is an exclu si ve  statute, one to which p ro visions o utside of 

the c hapter do not apply, this s ection is needed to bring other 

approp ri ate  se ct i on s  of the insurance code to bear on auto club3.

AS 21.03. Thi s chapter dea ls  with the scope of the insurance code.

AS 21.06. This chapter es ta bli sh es  the a uthority and po wers of the

director of insurance.

AS 21.09.050. This section bars misleading or d upl ic at io n of insurer 

names.

AS 21.09. .,00. ThiB section deals with management and a ffi li at io ns  of 
insurers.

AS 21.09 120-170. These sections deal uith the c er t if ic at e of 

authority. Issuance, refusal to issue, ounership. continuance, 

expiration, reinstatement, ammendment. revocation, suspension, and 

duration of su spe ns io n of a certifi ca te  of authority.

AS 21.09.180-190. These sections deal with service of process.
AS 21.09.200. This section deals uith at annual statement.

AS 21.09.210. This section deals uith taxation.

AS 21.12. This chapter defines the kinds of insurance.

AS 21.36. This chapter deals uith unfair trad'3 prac ti ce s and frauds.

AS 21.69. This chapter deals uith organization and c orporate

p rocedure for domestic corporations.

AS 21.78. This chapter deals uith rehabilitation and liquidation of 
impaired or insolvent insurers.

AS 21.90. This chapter c on tains the general penalty s ection and 
general d ef in iti on s for the insurance code.

Sec 21.59.900. 

Definition section.
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A P R IL  4 , 1984 :

T O : JOHN

FROM: KEN

RE : HB 704 "RELATING  TO AUTOMOBILE CLUBS"

THE INTENT  OF HB 704 IS TO AMEND ALASKA STATUTES TO PER­

M IT  T H E .T R IP L E  A AUTOMOBILE CLUB TO INCORPORATE IN ALASKA 

AS A NON-PROFIT CORPORATION . BECAUSE SEVERAL OF THE ;

S.ERVICES OFFERED BY TR IPLE A WOULD FALL UNDER THE  D E F IN I­

T ION  OF INSURANCE , THE D IV IS ION  OF INSURANCE FELT A NUM­

BER OF CHANCES WERE NECESSARY TO PREVENT PROBLEMS IN THE 

STATUTES FOR BOTH THE D IV IS ION  AND FOR TR IPLE A .

IT  IS MY UNDERSTAND ING  THAT  DURING  THE PAST TWO REP­

RESENTAT IVES OF TR IPLE  A AND THE D IV IS ION OF INSURANCE 

HAVE WORKED TO DEVELOP A COMPROMISE PIECE OF LEG ISLATION 

WHICH ACCOMMODATES TR IPLE  A'S REQUEST FOR INCORPORATION 

AND SOLVES STATUTE PROBLEMS C ITED  BY THE D IV IS IO N . A 

BR IEF ING  PAPER HAS BEEN SUPPLIED BY TRIPLE A'S REPRESENTA­

T IVES  WHICH DETA ILS  SOME OF THE STATUTORY PROBLEMS. THE 

RESULT ING  DRAFT LEG ISLATION IS IN ALL  MEMBERS PACKETS . A 

SECT IONAL ANALYS IS  IS ATTACHED TO THE BACK .



Q U E S T I O N S

1. WHY HAS THE TR IPLE  A AUTO CLUB NOT SOUGHT TO ORGA­

NIZE IN ALASKA BEFORE ?

2 . WHY HAS TH IS  B ILL  BEEN EXPANDED SO MUCH FROM THE 

O R IG INAL  VERSION ?





Attached is a suimary of a problem area of vital concern to the real estate 

industry. The ALASKA ASSOCIATION OF REALTORS is suggesting content for a 

bill which will address the issue. We seek your consideration and support.



ALASKA ASSOCIATION Or REALTORS - Position Paper, RE: The Surety Fund 

Hi story

From its creation in 1964, as reflected in AS 08.88, the Real Escace 

Commission's primary purpose has been the protection of the public through the 

examining and licensing of real estate practitioners. Through 1975, the 

public's guarantee of monetary relief was a required bond in the amount of 

$1000/Salesman and $500C/broker.

Through the early '70's there were few claims against the bonds; however, 

the industry realized that the bonding level was not adequately protecting the 

public's interests. Following the example of twelve other states, (Footnote: 

1974 NARELLO Report, page 25) the industry together with the Real Estate

t
Commission actively lobbied for the 1974 legislation (Attachment A: 45.85.010-110 

& 08.88.281, .071, & .401) to create a surety fund with a two-fold purpose:

1) to provide indemnification up to $ 10,000/1 ransaction for judgments 

awarded by the courts to persons who suffered financial loss because of a 

licensee's actions that involved fraud, deceit, misrepresentation, or conversion 

of trust funds, and

2) to provide funding for real estate education of both the public and the 

licensees from funds collected in excess of the specified $250,000 minimum 

balance in the fund.

The 1974 legislation, which was patterned after the California model, 

required court action ano a judgment against a licensee prior to any disbursement 

of Surety Fund dollars. However, Alaska's enacted version did not require an 

attempt to collect money from or attach the assets of the named licensee, 

nor 'lid it provide for any review by the Commission prior to payment from the fund.



Thus from the 1976 license renewal cycle when the first fees were paid into

the surety fund, judges were able to order payment directly from the fund to

satisfy a judgment.

These conditions were in effect until 1980 when the statute was amended,

initiated by the Legislative Audit Committee during the Sunset Review, to charge

the Real Estate Commission with the responsibility to both hear cases and

award payments, but without ensuring the full protection of due process and

judicial precedent (Attachment B,\.

The use of hearing officers (as allowed by the Administrative Procedures

Act) starting in January 1982 and the regulations adopted by the Commission in

%
December 1982 (effective April 1983) have further attempted to work within the 

current statute (Attachment C ) .

-2-

Attachments: A) 1974 Surety Fund Statute

B) 1980 Amended Surety Fund Statute

C) 1982 Surety Fund Regulations



-3-

Currenc Situation

The real estate industry in Alaska consists of some 4000 licensees who 

support sensible legislation to regulate the industry and to protect the public 

against illegal real estate practices. This sense of professional responsi­

bility has not changed throughout the 20-year historical summary period outlined 

above.

Currently there are no filing fees or costs if a claim is denied, nor 

is the claimant required to exhaust other remedies before receiving satisfaction 

from the Surety Fund. Thus, the "no-risk" and "no-costs incurred" status of 

claimants simply encourages claims. Further, the state entity, either contracted 

or appointed, is in the position of being both judge and jury.

It is the consensus of the industry that a concent raced effort must 

be made immediately to restore the integrity of the surety fund, both in 

concept and in actual administration.

Points to Achieve

1. Ensure the rights of all parties to due process through the court

system with the determination of a claim's validity and resultant damage

assessment in the courts.

2. Maintain the Surety Fund as a resource to be drawn upon only when funds

are not collectable from the judgment debtor by any other means.

3. Charge the Real Estate Commission with the responsibility of timelv 

license actior. on the licensee whose action has resulted in a draw from the Fund.

4. Direct the Real Estate Commission to provide quality education 

programs to licensees and the public as to licensees' responsibilities under the 

real estate statutes and regulations.

ALASKA ASSOCIATION OF REALTORS
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M E M O :

3 A p r il, '84

TO: John
FROM: Merrill

RE: HBIf 706

John, I have written a short analysis of this b ill which is attached, 
Chat Chatterton w ill be standing by for a conference call this morning, 
so that he may testify and answer any questions. Industry will also 
have someone present. Larry Vavra of Union Oil has suggested an 
amendment changing the words "price determinations" to "well 
classifications", because this is actually what the commission does and 
the price is determined by the classification. Everyone has signed off 
on the change, but when I talked with Chatterton late Monday, he 
wanted a s lightly different wording to conform with federal regs. I 
wasn't able to contact Vavra , but am sure it can be worked out during 
the committee meeting this morning.

QUESTIONS:

1 .)  As more and more gas wells are discovered in A laska, is this 
process going to become burdensome to the commission budget wise?

2 .)  What would the effects of natural gas decontrol have on this 
process?

3 .)  Is there any real need to put this in the statutes if  you have been 
operating without any problems since 1979?

a .)  FOLLOW UP: If  this is not put into the statutes, could the
Governor at a future date transfer the authority to another agency?

4 .)  Is the decision of the Commission f in a l, or does tne applicant have 
any course of appeal, if there is a disagreement as to the classification 
of the well?



A N A L Y S I S

HB# 706 by Labor 6 Commerce 
RE: The authority of the Oil S Gas Conservation Commission

This b ill was introduced by the committee as a result of testimony at a 
March 7th hearing by the Labor S Commerce Committee or. HB# 680, a 
b ill relating to underground injection wells. At that hearing M r. Chat 
Chatterton, Chairman of the Alaska Oil 6 Gas Commission, suggested 
several amendments to HB# 680. the Committee adopted one of the 
amendments to HB# 680, and recommended that a separate b ill be 
introduced to take care of the other issues.

HB# 706 adds a new subsection to AS. 31 .05.030 to make the Alaska Oil 
and Gas Conservation Commission the state jurisdictional agency over 
applications for natural gas price determinations, for wells that are 
outside federal ju risd iction .

Since the Oil £ Gas Conservation Commission was established Jan. 1, 
1979, by the Governor, it has been perform ing this function. What the 
Commission actually does is determine the category for the well, and the 
price of the gas is determined according to the well category. They 
have been doing this in compliance with federal law that requires the 
state Oil 6 Gas regulatory authority to become the jurisdictional agency. 
This b ill simply adds this authority to state statute.
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A N A L Y S I S

HE# 706 by Labor & Commerce 
RE: The authority of the Oil 6 Gas Conservation Commission

This b ill was introduced by the committee as a result of testimony at a 
March 7th hearing by the Labor & Commerce Committee on HB# 680, a 
b ill relating to underground injection wells . At that hearing M r. Chat 
Chatterton.. Chairman of the Alaska Oil 6 Gas Commission, suggested 
several amendments to HB# 680, the Committee adopted one of the 
amendments to HB# 680, and recommended that a separate b ill be 
introduced to take care of the other issues.

HB# 706 adds a new subsection to AS. 31.05.030 to make the Alaska Oil 
and Gas Conservation Commission the state jurisdictional agency over 
applications for natural gas price determinations., for wells that are 
outside federal ju risd iction .

Since the Oil & Gas Conservation Commission was established Jan. 1, 
i979, by the Governor, it has been perform ing this function. What the 
Commission actually does is determine the category for the well, and the 
price of the gas is determined according to the well category. They 
have been doing this in compliance with federal law that requires the 
state Oil & Gas regulatory authority to become the jurisdictional agency. 
This b ill simply adds this authority to state statute.



PROPOSED A M E N D M E N T  No. 2 

FOR

CS House Bill No. 680 L & C

A d d  to the Bill a n e w  Section 2 as follows and renumber subse­

quent sections accordingly:

* Sec. 2. AS 31.05.030 is a m e n d e d  b y  adding a n e w  subsection 

to read:

(i) The commis sion shall have the authority to act as 

the j u r i s d i c t i o n a l  agency over applications involving 

n a t u r a l  gas price determinatio ns i * all wells in Alaska not 

under federal jurisdiction, p u r s u a n t  to the "Natural Gas 

Policy Act" of 1978, Public Lav; 95-621 and applicable 

r e g u l a t i o n s .
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Subpart E— Identification of State and Federal 
Jurisdictional Agencies

[11 24,451]
Sec. 274.501 Jurisdictional agency.

(a) Definition. Except as provided in p a ra g ra p h  (b), " jurisdictional 
ag ency"  means:

(1) w ith  respect to a  well the surface location of which is on the OCS, the 
Federal  or S ta te  agency  having regulatory  jurisdiction w ith  respect to the 
p ro duc tion  of n a tu ra l  gas. T h e  following agencies have  notified the 
Commission of their  au th o r i ty  in this regard.

(1) for OCS wells located in the Gulf Coast Region:
Area Oil Jfe G as  Supervisor 

Suite 336
3301 N. C ausew ay  Blvd.

Metairie . LA 70010

(ii) for OCS wells located in the A tlan tic  Region:
Area Oil and  G as  Supervisor

A tlan tic  OCS Operations 
Suite 204 

1725 K Street , N.W.
W ashington, DC 20244

(iii) for OCS wells located offshore Alaska:
Area Oil & G as Supervisor 

P.O. Box 259 
Suite 109 

800  A Street
Anchorage, AK 99510

(iv) for OCS wells located offshore California:
Area Oil & G as Supervisor 

160 Federal Building 
1340 W 6 th  Street

Los AngcU s, CA 90017

(2) w ith  respect to a well the surk .ee location of which is on lands within 
the boundaries of a S ta te  (including Federal lands and  offshore S ta le  lands), 
the Federal  or S ta te  agency having regulatory  jurisdiction w ith  respect to the 
p roduc tion  of n a tu ra l  gas. T he  following agenc ies  hav e  notified the 
Commission of the ir  a u th o r i ty  in this regard:

F e d e ra l  E ■ j r g y  R e g u la to ry  C o m m is s io n  
oa; is
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Ju ris d ictio n a l a g e n c y  lo r w e lls  o n

Slate in which won ts »ocated Federal lands Other lands

Alabama  ..   Area Oil & f a s  Supervisor. S u te  204. 1725 CJ A Gas Supervisor S tate CJ A Gj s  Ooi>d.
K. S t . N W . Washington, o C . 20006 C'awcr O. University. Al 35466

A laska......—  ..........   Area 0-1 & G as Supervisor. P O  0n« 259. CM A Gas Conservation Commission. 3C01
Suite 109. 000 A Street. Ancforago. AK Porcupme Drrve Anchorage. AK 99501
99510.

A nxona -------- -----   ----------  Ate a  O JA  Gas Supervisor. P O  Bo* 26124. OJ A G as Conservation Commission. Suite
505 Ma/Cucro A ve. N W , Abuqucrgue. 420. 1645 W Jetlcrson. P h c cm . A2
NM 07125 05007

ArVcnsa* ...........— .. . . . . . . . . . . . . .  Area Oil A Gas S u p e r io r .  6136 E 32nd O l A Gas Corvnrss>on. A Ov s e n  ot the Ar.
Place. Tots), C< 74135. kansas Oept ot Commerce. 314 Easl Oak.

El Dorado. AR 71/30.
Area O il A Gas Superv isor. 170 Federal Ccpa>tmen| ol Conservation. D vtvon ot OJ A 

B uilding, 1349 W est 6 th  S tree t. I.es Gas. 1416 N.nih S I. Rm 1316. S jcrjm cn-
A ngeles. CA 90017 to. CA 35014

Ar»a OJ A G as Supervisor. P O  Co* 7059. OJ A Gas Conservation Comm-ssem. 13:3 
2C02 Feoc*at RuikJu>g A Posl Ortico. Sherman Street. Rm 721. D e r m .  CO 
Casper. W f 026G.L 00203

Aica O-l A Gas Supervisor. P O  Do* 26124.
505 M anue'.te Ave. NW  AlCtquCnue.
NM 87125

Area Oil A G cs S. pervisor. Su-tc 204, 1725 Adm.n.stra:or cl OJ A Gas. f lu eau  ol Gcdo* 
K Street. N V /, Washington. D C  2C006. gy. Department ot Natural Resources. 903

W T cn 'tcssee St/eot, T aitjn jssce. F t
32304

Georgia  .   Area OJ A G j s  Supervisor. Su»tc 204. 1725 Department ol N ai-rji Resources. Gcotcqic
K St., N W . Washington. O C. 20006. A Wetcr R esources Division 19 U rlm

Luther Kmq D ive. SW . A 'tjnia. GA 30334
Idaho ...................... ...................«... Aren O il A Gns S uperv isor, 169 Federal Idaho Public UMihc* Commission. S taithov .o

B uilding, 1349 W est 6 th  S tre e t. Los MaJ. B c so  tD 03720 
Angeles, CA 9C0I7

Illinois.......................   A rr j OJ A v*as Suprrv»sor. SuJO *.'04. 1725 Department ol M.ne* and M*'crals. O l A Gas
K  S'JCCI. N W , W ash ngton. O.C. 200u6 Orvivon. 704 Stratton OM<o Bu.wj.nq a i’O

S Spnnq Strool. Sprinqlicd. IL 6 ? .’C6 
Indiana       A tea  Oil A Gas Supervisor. Suite 204. 1725 Department ol Natural Resource*. OJ A G„s

K Street. N W . Washington. 0  C. 20CC6 Dvi*,«on. 606 State O lk o  Bk)q. 100 N.
S enate Avenuo. Indianapolis. IN 46204.

K ansas ......    ........ Area OJ A Gas Supervisor. 6136 Easl 32nd Corporation Comrmsvon. S u to  O k o  BuJd*
Place. Tjisa. CK 74535. inq. Topeka. KS 60612.

Kentucky ............     Area 0*t A Gj s  Supervisor, Suite 204. 1725 Department ol M«ne* and Minerals. OJ A Gas
K Street. N W . Washington. DC 2CC06, Division. Bo* GUO. lofinqton, KY 40501

Louisiana ............................   Area C'l A Gas Satrtrvtsor. 6136 Easl 32nd 0 :k O  ol Conservat/on, Bo* 44275. Baton
Place, Tulsa. OK 74135. Rouge. LA 7C0O4.

Maryland ......  Area OJ A G as Supervisor. Suite 204. 1 725 Enorqy and Coastal <one Administration. Do*
K Street. N W . Washington. O.C. 20006. pjrtm cnt ol Natural Resources. Tawes

State C lk o  U 'dg . Annapot*». MD 21404
M ohigin ...............      Area C l A Gas Supervisor. S u to  204. 1725 Department ol Natural Resources, Bo*

K Street. N W . Washington. D C 200CC 30020. Lansmq. Ml 48009
M ississippi .................................. Area OJ A GuS Supervisor. Suite 204. 1 725 Stale OJ A G as Board. Bo* 1332. Jackson,

K Street. N W . Wash,ngton. O C 20006 MS 39205
M ontana...........................   Area OJ A Gas Supervisor. P O  Oo* 2059. OJ A Gas Conservation Division. Cepartmenl

2002 Federal Oidg. A Posl O lfco, Casper, ol Natural R esources and Conservation.
WY 02602. 2535 St Johns Avo . Billing* MT 59102. or

P O  Bo* 217. Melon). MT 59C01.

Cai-fomia .

Colorado (cicnpi lor the west 
ranges ol the New MonCO 
Principal Mcrdian).
(cr)

Colorado (om/ the west ranges ol 
the New Mexico Prmc pal 
Mendian)

1124,451 § 274.501 F e d e r a l  E n e r g y  G u i d e l i n e ss.*9 oo
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Jun3dk:tonal agoncy for wolls on

S 'a te  in mtrcfi well i» located Fod«yal lands Other taros

N c b ' l S k a A r o c  04 4 Gas Supervisor. PO . Oo* 2859. 04 4  Gas Conservation Convt»svon. Bo* 
2002 Fodorai 6Jdg & Post Oihco. Caspor. 393. Sdney. NE 6J162.
WY 82502

Nevada --------------------- — ----- — fireo  O il 4  Gas Superv isor, icO fe d e ra l department of C tnsarva ton  a v l N.ituUi Pa-
B uilding, 1340 W est 6 th  S tree t. Los sotxeos. D<v*s*on of M-norai Resources.
Angeles, CA 90017 Cap.toi Comoie*. 201 S Fart St/oot. Carson

City. NV 89710
New Vei-co A'%a O l 4  Gas Supervisor. P O  Bo* 26124. Doparimont of Energy and Mmerait Of Con-

Ma'cuwfte Ave.. N W.. AibuquO'quO. NM scrvaton OryiSKXn. Oo* 2088. Santa F t . NM
87125. 87501.

N o* VOfk  ..........................   Area 04  4  Gas Supervisor. Su.te 204. 1725 Department of Environmental Consvrviton.
K Stroot. N W , Washington, D C 20C06. Buroau of M.rorai Resourcos. 50 V/oif

Road. Albany. NY 12231
North Ca ' pi mi — Ar ea O l 4  G as S u p e rio r . Sc*le 204 1725 Department ol Natural R -no-'ces and Cr.vn-

K Stroot. N W.. Washington. OC. 20006. mun.ty Development. 512 N Sdnsovi'y
Stroot. Ra'c»qh. NC 27611.

Nonh Cako’a . . . Ar ea 04  4  Gas Supervisor. P O  Be* 2859. Geological Survey. 'Jn/vurMfy Station. Grand 
2002 Federal BMg 4  Post Office, Caspor, Forks. ND 68202.
WY 82602.

O h o .... .. . -----------------------  Aros Oil 4  Gas Supervisor. Su*te 204. 1725 ONo Department of Natural Revju'Cos. 193/
K Street. N W.. Washington. DC. 2C006. floichor Onve. Fountain Squ.vo. Co'umfc-.s.

OH 43224.
A/ea Oil 4  G as Supervisor. 6136 East 32nd Corporation Comm.ssion. Oui'd-

Plac-. • sa. OK 74135. mg. Okiat oma Gty. OK. *3 <05.

Superintendent. O sage lnd*an Agoncy.
Oureau of Ind.an Aflairs. U S Dop.iMmont 
of the Intenor. Pawhusfca. OK 74053.

Area OH & Gos Superv isor, 160 Federa* Oep.irtmcnl of Oooloqy A M*icr|l indvstr as. 
B uilding, 1340 W est 6 th  Stree*. Loi 1C69 Stale Olf*co O'dg. P»>tianj. OR 
Angeles. CA 90017 97201

P cn n sy i/an ia    Arua 04  4  U o  Suoervisor. bu.io *u* • / «  Department of Environmental Rckvtcos Oi-
K S lrcol N W . Washington. 0  C 20006. viS*on of 0*1 4  Gas Roju'atmn. 1205 Kos%.

man Bidg, ICO Forbes A v tf t* . PCsbu'gh, 
,  PA 15222

South C.vghna ..............  ... Area Oil A Gas Supervisnr. Suite 204. 1725 South Carolina Pubic Sonnet Commiss'on.
K Street. N W . Washington. 0  C 20006 P O  Driw*r 11619. Co»wn*a. SC 23211

South 0 j >o t a   ............  Area Oil 6  Gas Sipcrv.ser. P O  Bo* 2859. G roiogcai Survey. Science C o■»:*# Urv.o'Vty
2002 Federal Qldg 4 Post Oif.co. Casper. Vornvitan. SO 57063 
WY 02002

T ennestoo .............    .. Area Oil 4 G as Supervisor. Su*'e 204. 1725 Stalo 04  4 Gas O oi'd. G-S S'atn O l'ca
K Strcol. N W . Washington. 0  C 20006 BlrJg . N'ashvt u. Yf| V 2 '9

To«as (Cast ol lha tCOlh Mondun) A/na 0.1 4 Gas Supervisor. 61 JO East 32nd Railroad vorrrt».svon. 0-M*«r 12367. Austin.
Place. Tulsa, OK 74135. T* 78711.

(or)
To*as (Wosl ol ttia 100th Area Oil 4 Gas Supervisor. P O  Oo* 26124.

Mend an) 505 M irqooltt Ave. N W , Albuquerque,
NM 87125

U tah fercup t San J^an  Counry)  Area 04  A Gas S u p e r io r  P O  Bo* 285*. D*v.sion of O l G as and Mi.-.-vj Ulah Depart-
2002 Federal Oidg 4  Posl Olf-co. Casper, mont cl Niigra* Pesgm ces. 1589 West
WY 02602 North Temp^ S j 'l  <.4*0 O f/. L /  Oi I '6

(or)
Ulah (only San Juan County)   Area 0.1 4  G as Supervisor. P O  Oo* 26124.

505 Marq.jelto A ve. N W . Albuquerque.
NM 87125

Veg.ma ..   A ea  O l 4  Gas Supervisor. S.vte 704. 1725 Division of Mmos .trvj Q .iv ’ es. P O  Ora*i'r
k S lrtd l, n  w  Washington. D C  2909A v. Oq Stone Gao ya 24719

W ashington ................. .......................  Area O il 7. G ot S u p e rv n o r, 160 FrrJn'r.i 0*1 4  Gas Supwvmv. Cop.vtmont ol Natural
B uilding, 13.10 W en 6th  5 ire*r, Lei Resources. 0:>m,p a WA Jd5C4 
Angeles. CA 90017

W est Virg*ma................ - ....................  Area Oil 4 Gas Supervisor. Su le 704. I7 i5  Oil 4 G as Division D#p v im rn l of Minus.
K Street. N W . Wasrur.gion. D C 20 J00 Slato Cap-iof. Chant Von. ,YV 253U5

W yonvng   .......................       Area 04  4 G as Supervisor P O  Oo* 2850 04  4 G is  Conrerv.non Co»nn.ss»on, Oo*
2002 Federal Hidg 4 Posl Olf.ce. Caspor, 2610. C a‘>pot. WY &2t)02.

O iijh o m a ietCvvr ovt Osaga 
Reservation).

(or)
Okt/hom a (Omy 'ho Osago 

Rcsenvationi

Foder.i l E n o rc y  R e g u la to ry  C o m m is s io n  § 2 74 .5 01  .24,451
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(b) Waiver. In  the case of any  de te rm ina t ion  to which a waiver under 
S u b p a r t  C of P a r t  274 is applicable , " jurisdic tional agency"  means the 
Commission.

(c) Federal lands. For purposes of th is section, “ Federal lands ' means
(1) all lands leased under:
(1) the M ineral L ands Leasing Act, as am ended, 30  U.S.C. § § 1S1 el scq.;

a n d
(ii) the M ineral Leasing Act for Acquired Lands, as am ended, 30  U.S.C. 

§ § 351 el seq.; and
(2) all Ind ian  lands which are  under  the supervision of the U nited  S lates 

Geological Survey (30  C F R  P a r t  221); and
(3) all Ind ian  lands which are under  the supervision of the Osage Indian 

Agency, Bureau of Ind ian  Affairs, U.S. D e p a r tm en t  of the Interior.
(d) Dividcd-intcrest leases. Unless an  ag reem en t under parag rap h  (f) of 

th is  section provides otherwise, where a well is located on a dividcd-intcrest 
lease involving Federal (or Ind ian )  an d  p r iva te  (or S ta te )  ownership:

(1) the Federal jurisdictional agency  shall m ake the dete rm ina t ion  where 
the  m ajority  lease in terest  is Federal (or Indian);

(2) the S tate  jurisdictional agency shall make the dete rm ina t ion  where 
the  m ajority  lease in terest  is p r iva te  (or State); and

(3) the S ta te  ju risdictional agency shall m ake the dete rm ina t ion  where 
the lease is divided equally.

(e) Drilling units. Unless an agreem ent u nder  parag rap h  (f) of this 
section provides otherwise, where a dri lling unit  is d rained  by two or more 
wells, the  Federal jurisdictional agency shall m ake the de te rm ination  if the 
completion location of the well in question is located on a Federal (or Indian) 
lease, and  the S ta te  jurisdictional agency shall m ake the dete rm inat ion  if the 
com ple tion location of the well in question is located on a p rivate  (or S tale)  
lease.

(f) Agreements. If  the United S lates  Geological Survey and  any  State  
ju r isdictional agency en te r  into an agreem ent au thoriz ing  such S ta te  agency 
to make de te rm ina t ions  under S ubpar t  A of th is  p a r t  with respect to we'ls 
located on Federal lands, or au thoriz ing  the U.S. Geological Survey to ma) e 
such d e te rm ina t ions  w ith  respect to wells located on S ta te  lands, s^ch 
ag reem en t shall be filed with the Commission. Upon the filing of such an 
a g reem en t  the agency so au thorized  in the ag reem en t shall be considered the 
jurisdictional agency with respect to wells on the designated  lands to the 
ex ten t  provided in the agreem ent.

.01 44 F.R 48664 (August 20. 1979)

.05 H is to r ic a l record .— Section 274.501 
o r ig in a te d  in 43 F .R .  56448 (12/1/78),  
effective 12/1 /78.

S ubsec tio n  (a), ap p ea rin g  in 43 F .R .
5o448 (12 /1 /79 ) .  effective 12 /1/78 . read a.'.

follow s u n til its am en d m e n t in 44 F .R . 
48664 (8 /2 0 /7 9 ), effective a /1 /7 9 :

(a)  D e fin it io n . Kscepl as provided in 
paragraph (b), “jurisdictional agency" means:

1124,451 § 2 7 4 .5 0 1 F o d o r a l  E n e r g y  G u l d o l l n o i
0*1
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(1) W ith respect to a well on the  OCS. one of 
the following offices oi the United States 
Geological Survey:

<i ) for OCS wells located in the Gulf Coast 
RcKion:

Area Oil & G.is Supervisor 
Suite .130 

3301 N Causeway Blvd.
M etairie. LA 70010

(ii) for OCS wells located in the A tlantic 
Region:

Area Oil &' Gas Supervisor 
A tlantic OCS Operations 

Suite 2(M 
1725 K Street, N.W.

W ashington. DC 20244
(iii) for OCS wells located offshore Alaska:

Area Oil A Gas Supervisor 
r.O  Box 259 

Suite 109 
800 A Street 

Anchorage. AK 99510
<iv> for OCS w ells  lo c a te d  o ffsho re  

California:
Area Oil &• Gas Supervisor 

160 Federal Building 
1340 W est 6 th  Street 

Los Angeles. CA 90057
(2) W ith respect to a well the surface 

location of which is on lands w ithin the 
boundaries of a State (including Federal lands 
and  offshore State lands), the agency specified 
in the following table:

[N ote: th e  lis t of ju risd ic tio n a l agencies, 
a p p e a r in g  in  43 F .R . 56448 (1 2 /1 /7 8 ), 
effective 12 /1 /78 . is n o t rep roduced .!

S u b sec tio n  (c), ap p ea rin g  in 43 F .R . 
56448 (1 2 /1 /7 8 ), effective 12 /1 /78 . read  as 
fo llow s u n til its  a m en d m e n t in 44 F.R. 
48664 (8 /2 0 /7 9 ). effective 8 /1 /7 4 : 

tc) Federal l.tnri' For pur|ivscs of ih t ' 
sectiun. "Federal lands" means 

i !! all lands leased under.
(ii the M ineral Lands Leasing Act. as 

am ended, 30 U.S.C. § § 181 i t set/., and 
iii) the M ineral Leasing Art for Aiiuircd 

Lands, as am ended, 30 I'.S.C. § § 351 cl set;., 
and

t2) all Indian lands which are  under the 
supervision of the United States Geological 
Survey I.VICFR Part 221)

S u bsec tio n s (d) an d  (c) new ly o rig in a te d  
in 44 F .R . 48664 (8 /2 0 /7 9 ). effective 8 /1 /7 9 .

S ubsec tio n  (f) (fo rm erly  design a ted  as 
su bsec tio n  (d)), ap p ea rin g  in 43 F.R. 56448 
(1 2 /1 /7 8 ), effective 12 /1 /78 , read  as follow s 
u n til its  a m e n d m e n t in 44 F.R. 48664 
(8 /2 0 /7 9 ), effective 8 /1 /7 9 :

(d ) A greem ents If the U nited S ta tes  
Geological Survey and any  sta le  jurisdictional 
agency en ter into an agreem ent authorizing 
such s ta te  agency to make determ inations 
under 'iu l.parl A with respect to wells located 
on Federal lands, surh agreem ent shall lie filul 
with the Commission. If such an agreem ent is 
f iled , th e n  such s ta le  agency  shall be 
considered the  jurisdictional agency with 
respect to wells on Federal lands in such state 
to the extent provided in the agreement

[ P a r t  275 b e g in s  o n  p a g e  14,541.]

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n § 2 7 4 .5 0 1  24,451
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(b) Waiver. In  the  case of an y  de te rm in a t io n  lo which a waiver under 

S u b p a r t  C of P a r t  274 is applicable , “ Jurisdictional agency"  m eans the 
Commission.

(c) Federal lands. For purposes of th is section, “ Federal lands"  means
(1) all lands leased under:
(:) the M ineral L ands  Leasing Act, .as am ended . 3 0  U.S.C. § § LSI cl >•«/.;

an d
(:i) the M ineral Leasing Act for Acquired Lands, as am ended , 3 0  U.S.C. 

§ § 351 cl scq.; and
(2) all  n id ian  lands which arc under the supervision of the United Stales 

Geological Survey  (30  C F R  P a r t  221).
(d) Agreements. If the  U n ited  S ta le s  Geological Survey  and  a n y  s ta te  

jur isd ictional agency  e n te r  in to  an  agreem ent au thoriz ing  such s la te  agency to 
m ake  de te rm in a t io n s  under S ubp a r t  A with respect to wells located on Federal 
lands, such ag reem en t shall be filed w ith  the Commission. If such an 
a g re e m e n t  is filed, then  such s ta te  agency  shall be considered the 
jurisdictional agency  with respect to wells on Federal lands in such s ta le  to 
th e  ex ten t  provided in the agreem ent.

[ P a r t  275 b e g in s  o n  p a g e  14.541.1

F e d e ra l  E n e rg y  R e g u la to r y  C o m m is s io n
2bt 0i

§ 274.501 «,| 24,451



U .S .  D E P A n T M E N T  O F  E N E R G Y  
F ed era l  E n ergy  R e g u l a t o r y  C o m m i s s i o n  

W a s h in g to n .  D .C .  2 0 4 2 f i

A P P L IC A T IO N  F O R  D E T E R M I N A T I O N  O F  T H E  M A X IM U M  L A W F U L  
P R IC E  U N D E R  T H E  N A T U R A L  G A S P O L IC Y  A C T  (N G P A )  

(Sections 102, 103, 107 and 108)

G EN ER A L  INSTRUCTIONS

Complete this form if you are apply ing 'or price classification under sections 102, 103, 107 oi 108 of the NGPA.

Complete each appropriate item oh the reverse side of th i, oage. The code numbers used :n items 4 and 6 can be obtained 

from the Buver/Seller Code Book. If there is more than one purchaser or contract, identify the additional information in the 

spare below. Also enter any additional remarks in the space below . The data reported on tms form  are not considered to be 

confidential and w ill not be treated as such.

Submit the completed application to the appropriate Jurisdictional Agency as listed in title 18 of the CFR , part 274 .501 .

If there are any a. estions, call (202) 357-8585.

SDECIFIC  INSTRUCTIONS

Use the codes in the table below for type of determ ination in item 2.

Section of 

NG PA  

(a)

Category 
Code 

(b 1

Desr:  iDtion

: l

102 1 New OCS lease

102 2 New onshore well (2 .5 m ile test)

102 3 New onshore well (1000 feet deeper test)

102 4 New o-i'hore reservoir

102 c New reservoir on o 'd OCS lease

103 New onshore production well

107 0 Deep (more than 15,000 feet) hich cnu gas

107 1 Gas produced from  geopressured brine

(07 2 Gas produced from  coal seams

107 3 Gas produced from Devonian shale

107 5 Production enhancement gas

107 6 New tight formation gas

107 7 Recompletion tight formation oas

108 0 Stripper well

108 1 Stripper well — seasonally affected

108 2 Stripper well -  enhanced recovery

108 3 Stripper well — temporary pressure bu ildup

108 4 Stripper well — protest procedure

Enter the appropriate information regarding other Purchasers/Contracts

Line

No .

Contract Date 

(M o. Do. Yrl 
(a!

Purchaser

(b l

Buyer Code 

(c l

1 •

2

3

4

5

6

Remarks:
1/ A gas sales contract has not as yet been agreed upon and/or 
executed. It is anticipated, however, that it will contain pricing 
provisions that will permit ARCO no collect the maximum lawful price,

FERC-121 (8-82)



A P P L I C A T I O N  F O R  D E T E R M I N A T I O N  O F  T H E  M A X IM U M  L A W F U L  
P R IC E  U N D E R  T H E  N A T U R A L  G A S P O L IC Y  A C T  (N G P A I

1.0 API well num ber :
(If n o t  assigned, leave b lank .  14 digits.) 50- 029 - 20585

2.0 T y p e  ol  de term ina t ion  being sought:  
(Use the codes foun d  on the  front  
of  this form.)

1 0 ?
Section o* NGPA Cat'Miory

_ 4 _ . ___

3.0  D epth  of the deepest  com ple tion
loca t ion :  (Only needed  if sections 103 
or  107 in 2 .0  above.)

. feet

4 .0  Name, address an d  code  n u m b e r  of 
app l ican t .  (35 le tters  oer line 
m ax im u m .  If code  n u m b e r  not 
available, leave blank,)

AkiG Alaska, inc., a corporation duly organized 
under the laws of the State of Delaware_______

Name
000969

Seller Code
P. 0. Box 2819 (22-108 DAB)

Street
Dallas.

City
Texas

Sta te
752Z1

Zip Code
5 .0  Location of  the.  well: [Comple te  (a) 

o r  (b l .l ! Kuparuk River Oil Pool
(a) For  onshnre  wells

(35 le tters max '  n u m  for field
Field Name

j North Slope Borough Alaska
name.) I County Sta te

(b) For OCS wells: 1
1

Area Name Olock N um ber

1
1
|

Date of Lease:

1 1 I 1 1 1 1
1 Mo. Day Yr. OCS Lt.-.se Number

fc) Name an d  identif ication num ber  
o f  this well: (35 le tters a n d  digits

1
I Kuparuk River Unit rlC-8

m axim um .) i
i

(d) If code 4 or 5 in 2.0 above, nam e 
ol  the  reservoir: (35 le tters

l
i

m axim um .) I
i

6 .0  (a) Name an d  code  num ber  of the  
purchaser:  (35 le tters  a n d  digits 
m ax im um . If coda n u m b e r  no t

1
t
; fijnnp Contract Pending

available, leave blank.) I Name B uy? '  Code
(b) Date of thR con t rac t : 1

1
I 1 f y h \  1 I 1 1
I Mo Day Yr.

(c) Estimated total  annual  p ro d u c t io n  
f rom  the well:

1
1 302.8 Million r u h . r  Cam
1
1
1
1
1
1

(a) Base Price

as of 2-1-84

(b) Tax

FsiiiTia.Led

(l) All Other 
Pi ices I Indicate 
f t )  or (-) .l

frl) Total  of (a), 
lb) anti  <«:)

7.0 Con trac t  price:
'As p i  filing da te .  Com ple te  to  3 
decimal places.)

i
1 S/MMBTU
1
|

___P__D_Q_Q. _ D . JO J). IL — D._0_Q_a
1/

_0. ..0.J1XL

8.0  M ax im um  lawful rate:
(As of  filing da te .  C om p le te  t o  3 
decimal places.)

1
1 S/MM0TU 
1

-4-----------------
— 3— 6.-0-9- _0._3.-E. 4- __o ._o-o_a _3.-3--7-.Q-

9.0  Person responsible  for tm s  appl ica t ion :

Agency Use Only
Date  Received by Juris. Agency

Date Receivco by FERC

Dott.ie P. Martinson

' 7 / J ~ r / z s .  a
Signature ( /

-Gas...RpguLit.inn.s-

Signature
February 16, 1984

DatP A ppi 'ca t ion  is Com ple ted
(214) 880-36jO

Phone Number
FERC-121 (8-82)





APR IL  4 ,  1984

TO: JOHN

FROM: KEN

RE: HB 711 "RELATING TO THE BOARD 0 ~  PUBLIC

ACCOUNTANCY"

BY MANDATE OF ALASKA STATUTES 44.60.050 AND 08.03.010 THE 

HOUSE LABOR AND COMMERCE COMMITTEE MUST CONSIDER FOR 

SUNSET REVIEW, THE STATE BOARD OF PUBLIC ACCOUNTANCY. HB 

711 WOULD EXTEND THAT BOARD THROUGH 1988.

IF THE COMMITTEE MEMBERS HAVE AND A CHANCE TO REVIEW THE 

PERFORMANCE REPORT OF THE BOARD OF PUBLIC ACCOUNTANCY, 

YOU WOULD HAVE NOTED UNDER THE RECOMMENDATIONS SECTION, 

THERE ARE NO RECOMMENDATIONS MADE BY THE REPORT WHICH 

INDICATE STATUTE CHANCES ARE NECESSARY. SiNCE THE BOARD 

OF PUBLIC ACCOUNTANCY HAS BEEN GIVEN A CLEAN SLATE IN 

THE PERFORMANCE REPORT, IT IS MY INTENTION TO PASS HB 711 

ON TO THE NEXT COMMITTEE OF REFERAL, W ill ,H WOULD BE 

RULES.



March 22, 1984

RE: Board of Registration for Architects,.
Engineers and Land Surveyors

Representative Cowdry, Chairman 
Labor and Commerce Committee 
Room 209 Behrends Building 
Juneau, Alaska

Dear Representative Cowdry:

Thank you for the opportunity to comment on the Committee bill 
regarding the continuation of the Board of Registration for Archi­
tects, Engineers and Land Surveyors. I understand th«t your 

committee proposes to continue the board for another four years, 
to reduce the length of terms to four years, to lea''e the composi­
tion of the board unchanged, and to delete the requirements in CS 
SB 438 for registrants providing evidence of "continued compe­
tence" for renewal of registration.

As President of the board I concur with these positions and feel 

that the board will also concur. If Lean be of further assis­
tance please contact me or any other board member.

Sincerely,

[p)o® D [ o «  © U @ a JjOflSQ©®®, g f e f r ©
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A u d i t  C o n t r o l  N u m b e r

08 -1 1 1 4 -5 1 -8 3 -R

Co m m ission er, D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  R i c h a r d  A. L y o n

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  V i n c e n t  O ' R e i l l y

T e r r y  E l d e r

M e m b e r s  of the B o a r d  of P h a r m a c y

C h a i r m a n
Se c r e t a r y
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r

E l d o n  U lme r 
M a r g a r e t  So den 
S u s a n  R o b er ts 
R o b e r t  Snider 
James M c C o r c l e  
Ch arles R u s h  
Slidney Fry

S T A T E  Oi- A L A S K A D IV IS IO N  O F  L E G IS L A T IV E  A U D IT



/ AUDIT DIVISION 
j  POUCH W / JUNEAU. ALASKA 99811

THE LEGISLATURE !i
BUDGET AND AUDIT COMMITTEE j

Ma y  17, 1983

Members of the
Legislative Budget and Audi t Committee:

In accordance w i t h  the provisions of Titles 24 and 44 of the 
Alaska Statutes (sunset), the attached report is submitted 
for your review.

A  PERFORMANCE REPORT 
ON THE 

BOARD OF PHARMACY

July 1, 1980 to February 28, 1983

— -

Gerald L. Wilkerson, CPA 
Legislative Auditor 
Division of Legislativ e Audit
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PURPOSE AND SCOPE OF THE REPORT

PURPOSE

In accordance w i t h  the intent of Titles 24 and 44 of the 
Alaska Statutes (sunset l e g i s l a t i o n ) , w e  have reviewed the 
activities of the Board of Pharmacy for the past three fis­
cal years. Our examination was conducted to determine if 
the Board has been operating in an efficient and effective 
m a n n e r .

Legislative intent requires consideration of this report 
during legislative oversight hearings to determine whether 
the Board of Pharmacy should be reestablished. The law now 
specifies that the Board will terminate June 30, 1984, and 
have cue year from that date to conclude its affairs.

SCOPE

The major areas of our examination we re the licensing, e x­
amination, administration, complaint, and affirmative action 
functions of the Board. We reviewed and evaluated the fol­
lowing :

1. A pplicab le statutes and regulations.

2. Interviews with the license examiners.

3. Tests of files and documents of licensees.

4. Complaints filed with the Division of Occupational L i­
censing, Human Rights Commission, Equal Employment 
Opportunity Office, Attorney General's Office, and the 
Ombudsman Office.

5. Discussions w i t h  Board members.

6. Minutes of Board meetings and Division correspondence
f i l e s .

7. Attorney General Opinions applicable to professional 
b o a r d s .
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ORGANIZATION AND FUNCTION

The Board of Pharmacy is a regulatory board w i t h  seven mem*- 
bers; two public members having no direct financial interest 
in the health care industry, and five professional members 
wi t h  three years practical experience and licensed in Alaska. 
Whenever possible, each judicial district should be r e p r e­
sented b y  a Board member.

The Board regulates five types of licenses; pharmacists, 
retail pharmacies, wholesale pharmacies, hospital pharmacies 
and drug rooms. The Board sets the m i n i m u m  standards to 
practice in Alaska by:

1. Examining and issuing licenses to qualified applicants.

2. Establishing, amending, or eliminating regulations con­
trolling pharmacy practices.

3. Revoking, annulling or suspending licenses in a c c o r­
dance with the Administrative Procedures Act when a 
person has viola t e d  pharmacy statutes or regulations.

Applicants for registration as a pharmacist are required to 
pass th'i National Association  of the Boards of Pharmacy L i­
censing Examination ( N A B PL EX), and a jurisprudence exam 
covering Alaska pharmacy law and the Federal Controlled Sub­
stance Act.

Pharmacists licensed to practice in another state who apply 
for licensure in Alaska can be licensed by credentials, 
except for those applicants from California or Louisiana. 
These two states require applicants to pass a state exam, 
not the national exam. Consequently, these applicants must 
take the national exam when applying in Alaska.

The Board may also issue temporary or emergency permits. 
Temporary permits allow qualified applicants to practice 
until the Board can formally license them; emergency permits 
allow pharmacists licensed in another state to practice in 
Alaska in an emergency. Both permits are limited in their 
duration and application.
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REPORT CONCLUSION

Policy Issues

This report contains policy issues raised as a result of our 
evaluation of various Board p r a c t i c e s . The final policy 
decisions affecting these practices are not w ithin  the scope 
of this report but require Legislative consideration. In 
debating these issues, the oversight committees should take 
into consideration the findings and recommendations present­
ed in this report so the potential impact of policy changes 
can be evaluated.

Report Conclusion

In our opinion, the Board of Pharmacy should be r e estab­
lished. The regulation and licensing of qualified p r o f e s­
sionals is necessary to protect the public's health, safety, 
and welfare. The Board provides this service by e stablish­
ing m i n i m u m  educational and experience requirements that 
provide reasonable assurance that persons licensed are qu al­
ified. Also, assurances that those licensed act in a compe­
tent m a n n e r  is provided by active investigation of c o m­
plaints and revocation or suspension of licenses where a p­
propriate.

However, the following findings describe areas where w e a k­
nesses or conflicts exist. We have made recommendations 
which, if implemented, will improve the efficiency and e f­
fectiveness of the Board.
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FINDINGS AND RECOMMENDATIONS

T h e  Board of Pharmacy should allow the Division of O c c u p a­
tional Licensing (OL) to perform its administrative duties' 
as described in AS 08.61.050 to improve documentation and 
file management"!

T h e  Secretary of the Board receives license fees and appli­
cations, keeps applicant files, sends notification  of exam 
results, and issues temporary permits. Each of these r e­
sponsibilities has been assigned b y  the Legislature to the 
D epartment of Commerce and Economic Development, Division of 
Occupational Licensing. The above situation exists because 
the previous Secretary believed h e  could be more efficient 
in maintaining  the files and processing the applications.
W e  disagree.

T h e  D i v is ion of Occupational Licensing is able to provide 
c o n t i n u o u s , uninterrupted service while Board membership 
changes causing address changes and file transfers.

Additionally, the Secretary of the Board m a y  not be equipped 
w i t h  the space or security needed to m a i n t a i n  conf idential­
ity of files and to safeguard State assets. Furthermore, 
applicants become confused about w h e r e  to send their docu­
ments .

Noncompliance w i t h  AS 08.01.050 is the majo r cause of the 
following problems:

A. In seven of ten files reviewed for proper permanent 
licensure, we were unable to assure ourselves the a p­
plicant h a d  passed the jurisprudence exam.

B. In two of the files, we were unable to verify the a p­
plicants had satisfied the internship requirement. The 
Board reviewed these files and was unable to satisfy us 
that the requirements had b o c n  met. One file was m i s­
sing documentation and the other file had documentation 
we considered insufficient in relation to that required 
of other applicants. Most applicants were required to 
have certified copies of hours w orked from supervising 
pharmacists. In this case, documentation consisted of 
an internship permit issued b y  the Board w i t h  no e v i­
dence any hours had been worked.

C. Temporary permits are being issued by individual Board 
members without complete documen tation on file in DOL. 
This procedure has resulted in inconsistent issuances 
of temporary permits. Furthermore, it allows for the 
possibility of unqualified individuals being licensed.

Recommend ation No. 1

STATE OF A L A S K A
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Prior to the February 1983 Board meeting, we reviewed 
each application for permanent licensure scheduled for 
Board consideration. Each applicant had already been 
issued a temporary permit. In five of eleven cases, 
thexe was insufficient do cumentation in the applicant's 
file to show that all requirements for temporary licen­
sure had been met.

By the time of the February 1983 meeting, all necessary 
documentation to support issuance of temporary permits, 
except for a jurisprudence exam, had either b e e n  r e­
ceived by OL or brought to the m e e t i n g  by the Secretary 
of the Board. W i t h  the additional documentation, we 
determined that no temporary permit had been issued to 
an unqualified applicant. However, the possibility 
exists for a person  to be improperly licensed for a 
^hort time.

The Board should ensure all documentation is sent d i­
rectly to OL. W h e n  the file is complete, a member of 
the Board can either issue the permit or direct OL to 
issue the permit. This procedure will ensure that all 
necessary documentation is on file at OL before is­
suance of temporary p e r m i t s .

D. A laska Statute 08.80.157 requires proof that an appli­
c a n t  for a retail or wholesale pharmacy license has the 
land, facilities and equipment nece ssary to carry on 
business. Also, that the applicant be free of any con­
viction of a federal or state drug offense and free of 
any addiction.

W e  reviewed seven pharmacy files and none of the files 
contained sufficient documentation to issue a License. 
W e  discussed our finding w i t h  the Board and determined 
it was not their policy to include this documentation. 
They knew who had the facilities and relied on a tele­
phone call from the Drug Enforcement Ad ministration to 
satisfy the conviction requirement.

We believe the Board should adopt a policy to document 
satisfaction of the licensing requirements. The p r o c e­
dures need not be elaborate, but should supply suffici­
ent proof that the applicant complies wit h law.

W e  recommend the Board ensure that all files, applications,
fees and exam results aie sent directly to OL. Also, that
temporary permits are only issued after all documentation
has been received by OL.

STATE  O F A LA SKA
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The Board of Pharmacy should reevaluate its regulations g o v­
erning continuing e d u c a t i o n .

The following requirements of continuing education should be 
reviewed.

A. Regulations require nonacademic programs to have an 
examination or another method of assuring satisfactory 
completion of the p r ogram before continuing education 
credit will be given. The Board s h o w e d  continuing 
education credit to be given to ar idividual when  the 
nonacademic requirement had not been met. The reason 
given for allowing these credits was that the r e g u l a­
tions w e r e  too stringent.

. If the Board believes its regulations to be arbitrary 
or unreasonable, those regulations should be changed 
before accepting nonregulation continuing education 
credits. Compliance w i t h  existing regulations will 
ensure that all licensees are treated equally and con­
sistently until changes can be male.

B. The Board has described four instances when they will 
excuse a licensee from continued competency r e q u i r e­
ments. These causes are chronic illness, retirement, 
milit a r y  service, or hardships as individually d et er­
min e d  by the Board.

In our opinion, it is more reasonable to require indi­
viduals who have been chronically ill, retired or in 
the military to demonstrate their continued competency, 
than those who have not interrupted their practice. We 
also understand that those persons who have been chron­
ically ill should not be penalized for their illness.

However, the Board has the ability, under the hardship 
clause, to determine each case i n d i v i d u a l l y . They 
should evaluate the changes in the profession and d e v e­
lop a plan for the individual that w o u l d  allow h i m  or 
her to practice while fulfilling the continuing e d u c s - 
tion requirements. This w ould fulfill the Board's p r i­
mar y  purpose to protect the public while not unduly 
penalizing the professional.

Recommendation Mo. j

The Board of Pharmacy and the Division of Occupational L i­
censing should introduce legislation that will clarify c e r­
tain statutory r e q u i r e m e n t s .

Alaska Statute 08.0].050(19) places the responsibility for

R ecommendation No. 2

-9-
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perfor ming investigations w i t h  the Division; A l as ka Statute 
08.01.070 assigns to the Board the requesting authority. 
However, AS 08.80.030(3) also gives the Board the authority 
to conduct investigations. This conflict has caused fric­
tion b e t w e e n  the Division and the Board.

The Board is concerned that the D i v i s i o n  is not informing 
them of complaints or investigations concerning pharmacy, 
while the Divisi on is concerned that the Board not become 
involved in the investigation to such an extent as to pre ju­
dice the case. Also, the Board m u s t  remain impartial in 
case they become involved in any disciplinary action against 
the licensee.

L e g i s l a t i o n  is ne cessary to clarify the responsibilities of 
the Boar d and the Division so both will be confident they 
are properly  performing their statutory duties.

Recommendation  Ho. 4

The Office of the Governor should ensure that Board members 
are pr operly appointed^

In July of 1980, the Legislature limited the number of con­
secutive terms a Board member could serve to two and reduced 
the term from five years to four. The intent of AS 08.80.020 
as amended, was to make service on the Board accessible to 
more individuals in the profession.

In discussions with Legislative A f f a i r s ' attorneys, it b e­
came clear that the intent of the Legislatu re was to include 
service prior to July, 1980, in determining the limitation. 
Three members of the Board of Pharmacy have served longer 
than is allowed when prior service is applied.

One m e m b e r  has served for ’sixteen years as of M.^rch 31,
1983, thirteen of those years prior to July, 1980. This 
same m e m b e r  was reappointed after the effective date of AS- 
08.80.020. At the end of his present term, he will have 
served n i n eteen years. Two other members will have served 
twelve and ten years at the end of their present terms on 
M arch 31, 1984 and M arch 31, 1985, respectively.

Additionally, three members of the Board appointed after the 
effective date of the legislation, have been appointed for 
five year terms instead of four.

Wa recommend the Office of the Governor ensure that Board 
members are appointed in accordance w i t h  statute.

STATE  O F  A LA SKA
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ANALYSIS OF PUBLIC NEED

The following analyses indicate both positive and negative 
factors as they relate to the public need as defined in the 
"sunset" law. These analyses are not intended to be compre­
hensive, but to address those areas we were able to cover 
during our review.

I . The extent to wh ich the board, commission or program
has operated in the public i n t e r e s t .

A. The Board has hel d public meetings three times a 
year.

B. The Board administers the pharmacy test yearly.

C. The Board has passed regulations concerning danger­
ous d r u g s , continuing education as proof of c o n­
tinued competency, false or misleading advertise­
ment of d r u g s , and prepackaging of drugs in h o s p i­
tal drug r o o m s .

D. The Board was instrumental in passage of the C o n­
trolled Substance Act and the Marijuana Therapeutic 
Research Program.

II. The extent to w hich the operation of the board, commis­
sion, or agency progr am has been impeded or enhanced by
existing statutes, procedures, and practices which it 
Has adopted, and any other matter, including budgetary, 
resource, ana~personnel m a t t e r s .

A. The Board adopted continuing education regulations 
that may be too stringent. The Board is r e c o n­
sidering these regulations (see Recommendation 
No. 2).

III. The extent to whic h the board, commission or agency has 
recommended statutory changes whict~are generally of 
benefit to the public i n t e r e s t .'

A. The Board actively supported passage of the C o n­
trolled Substance Act; it became effective 
January 1, 1983.

B. The Board succeeded in having Various obsolete or 
vague statutory requirements repealed which p r o­
vided for smoother operation of the Board.

L i mit ed Analysis

STATE OF A LA SKA
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X V . T he extent to w hich the board, commission or agency
has encouraged interested persons to report to it con­
cerning the effect of its regulations and decisions on 
the effectiveness of service^ economy of service, and 
availability o T  service w h i c h  it has p r o v i d e d .

A. Board meetings are announced to the public. Com­
ments on regulation changes are solicited by a n­
nouncement in public newspapers. The Board does 
not actively solicit comments on its eff ective­
ness .

V. T h e  extent to which the board, commission or agency 
has encouraged "public partici pation in the making of 
its regulations and decisions!

A. The Board announces proposed regulation changes or 
additions in newspapers according to the Adminis­
trative Procedures Act.

VI. The efficiency wi th which public inquiries or c o m­
plaints regarding the activities of the board, commis­
sion or agency filed with it, w i t h  the department to 
w h i c h  a board, or commission is administratively a s­
signed, or with the Office of the Ombudsman have b~een 
processed and r e s o l v e d

A. We found no problems in this area.

VII. The extent to which a board or commission which regu­
lates entry into an"occupation or profession has p r e­
sented qualified applicants to serve the p u b l i c .

A. We found no instances, where the Board had licensed 
unqualified practitioners.

B. The Board has licensed 83 pharmacists in the last 
three years, all but eight w e r e  licensed by c r e­
dentials .

VIII. The extent to which state personnel practices, includ­
ing affirmative action requirements, have been com-' 
plied with bv the board, commission or agency to its 
own activities and the area of activity or i n t e r e s t .

A. Applications for licensure as a pharmacist require 
information and photographs which the Division of 
Equal Employment Opportunity (EEO) believes may 
not be necessary to determine the qualifications 
of the applicant.

STATE  O F A LA SKA
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The extent to which statutory, regulatory, budgeting 
or other changes are necessary to enable the agency? 
b oard or commission to better serve the interests of 
the public and to comply w i t h  factors enumerated in 
this subsection^

Please refer to the recommendation section of this 
report.
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• A P P ENDIX A

BOARD OF  P HARMACY 
R EVENUES CO MPARED W I T H  E X P E N D IT UR ES  

For the F isc al  Year Ended June 30, 1982

(UNAUDITED)
(Note 1)

Average Re v en ue s (Noce 2)

Less: E x p e nd it ur es  (Note 3)

Excess of Ex pe nd it u re s 
O v e r  Rev en u es

5 4 2 , 7 6 3  

4 6 , 1 6 6  

$ 3 . 4 0 3

Revenue Type

E x a m i n a X i o n  Fee 
Re-exaniination Fee 
In v e s t i g a t i o n  Fee 
Pharm ac is t Fee 
Pharm ac is t Rene wa l Fee 
T e m p o r a r y  L ic en se  Fee 
W h o l e sa le  D ru g  De al er  Fee 
W h o l e sa le  D r u g  Dealer Renewal Fee 
Retail P h a rma c y Fee 
Retail P h a r m a c y  Renewal Fee 
Ph ar ma cy  I n t e r i m  Fee 
Em er ge nc y Pe rm it  Fee 
H o s p it al  P h a rm ac y Fee 
H ospital Phar ma cy  Renewal Fee 
Hosp it al  D ru g  Room Fee 
H ospital Dr u g  Room Renewal. Fee 
N ur si ng  Home and Related 

Fac il it y Fee 
N ur si ng  Home an d Related 

F a c i L i t y  Renewal Fee 
L ic en se  A me nd m e n t s  or 

Rene w al  Fee

A mou nt

$ 5 0
15 
25 

200 
200 
20 

200 
200 
200 
200 

10 
10 

200 
200 
100 
100

10 0

100

10

C o l l e c t i o n  Time________

W i t h  app lic at io n 
W i t h  a p p lic at io n 
W i t h  app lic at io n 
W i t h  license issuance 
Eve ry  four years 
W i t h  p er mi t issuance 
W i t h  license issuance 
Eve ry  four years 
W i t h  license renewal 
Eve ry  four years 
W i t h  license issuance 
W i t h  p er mi t issuance 
W i t h  license issuance 
Eve ry  four years 
W i t h  license issuance 
Ev e r y  four years

W i t h  license issuance

E ve r y  four years

W h e n  a pplicable

Note 1

This r e v e n u e / ex pe nd it ur e comp ar is on  was p r e p a r e d  f r om  av ai la bl e records 
and d i s cu ss io ns  wi t h  O cc up at io na l Li ce n s i n g  personnel. T he  records were 
not au d i t e d  b y  us and ac co rd in gl y we do not express an o p i n i o n  on the 
Board's Rev en ue s Compa r ed  w i t h  Expenditures.

Note 2

The m a j o r i t y  of  the revenues collected are compiosed of license renewal 
fee3. Th es e fees are colle cte d by most boards once ev e r y  two or four 
years and causes revenues in one year to be m u c h  gr e a t e r  than the r e v e­
nues c o l l e c t e d  in the next year. Therefore, we c a l c u l a t e d  an d reported 
an aver ag e of  the revenues collected in Fiscal Years 1581 and 1982 in 
order Co ob t a i n  a more ac curate r e p r es en ta ti on  of rev en ue s collected.

Note 3

E xp enditures include chose ma d e  by b oa r d  members, such as travel and per 
diem, and an all o ca te d perc en ta ge  (estimated) of total a dm in is t r a t i v e  e x­
penses of the Division of O c c u p at io na l Licensing, Th e y  do not include 
expenditures for efforts of other d ep ar tments (su_ ( as the D e pa rt me nt  of 
Law) a s s i s t i n g  the boards and the Division.
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BILL SHEFFIELD, GOVERNOR
I •

DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

O F F IC E  O F  T H E  C O M M IS S IO N E R

POUCH D
JUNEAU. ALASKA 99811 
PHONE: 465-2500

June 28, 1983

Mr. Gerald W ilkerson , CPA 
Leg is la t ive  Auditor 
Audit D iv is ion  
Pouch W
Juneau, Alaska 99811 

Dear Mr. W ilkerson:

Thank you fo r the opportunity to respond to the performance audit of the 
Board of Pharmancy and the D iv is ion of Occupational Licensing which is 
dated July 1 , 1980 to February 28, 1983.

We concur with your evaluation that the Board of Pharmacy should con­
tinue to ex is t  in interest, of the pub l ic 's  health and safety. Your 
suggestions w i l l  be evaluated fo r implementation. Those determined to 
improve the e ff ic iency  and effectiveness of the d iv is io n  and the board 
w i l l  be strong ly  supported and recommended. We have reviewed each of 
your recommendations and w i l l  provide you with th is agency's posit ion i f  
we do not agree.

RECOMMENDATION #1.

The board of Pharmacy should a llow the D iv is ion  of Occupational Licensinq 
IDOL) to perform it s  admin is t ra t iv e  duties as described in AS 08.01.050 
to improve documentation and f i l e  management.

We concur in th is  recommendation,and cooperative e ffo rts  have recently 
improved. As mandated by le g is la t io n ,  and in the interest o f e f f i ­
ciency, D0L is  committed to ass is t ing  the Board G f  Phannacy in  a l l  
areas.

RECOMMENDATION #2.

The Board of Pharmacy should reevaluate i ts  regulations governing con­
t inu ing  e~ducation.

Re: Board of Pharmacy
Performance Report

03-H2LH
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Mr. Gerald Wilkerson, CPA - 2 - June 28, 1983

This agency is  continuing a review on requirement of continuing educa­
t ion  by l ic ens in g  agencies (boards). We do not agree that continued 
education ensures continued competency. As a l ic ens in g  agency we deter­
mine that competency is  the roost important. Competency ensures the 
safety o f  the consumer. We a lso take the pos it ion that i n i t i a l  l i ­
censing is  based on minimum q u a l i f ic a t io n s ;  retesting on the entrance 
leve l may serve the purpose of ensuring continued competency. Continued 
education would, or should , be viewed as the professional assoc iation 's 
re sp o n s ib i l i t y  to ensure knowledgeable pro fess iona ls . This would also 
be in  keeping with less government regu lations and le t t in g  industry 
regulate i t s e l f .

RECOMMENDATION #3.

The Board of Phanmacy and the D iv is ion of Occupational Licensing should
introduce le g is la t io n  that w i l l  c la r i f y  certain statutory requirements.

We concur with th is  recommendation. This agency has been working with 
the Leg is la t ive  Code Revision Committee in  rew r it ing  T it le  8. This 
would have deleted the fragmentation throughout T it le  8 and the various 
chapters. This e f fo r t  was resisted by the board as an e f fo r t  to dim inish 
i t s  au thor ity . We w i l l  seek to have le g is la t io n  submitted to c la r i f y  
the issue of c o n f l ic t  w ith in  the statutes.

RECOMMENDATION #4.

The Office of the Governor should ensure that board members are properly 
appointed. ~ ""

We would assure the auditors th is  has been addressed by the Governor's 
Office and by the Department of Law.

Again , thank you fo r the opportunity to respond to your report. Please
feel free to contact th is  agency or the D iv is ion  of Occupational L i­
censing i f  add it iona l information or c la r i f ic a t io n  1s needed. Be assured, 
we determine your comments and f ind ings to be f a i r  and in  the best 
in te rest of Alaskan consumers and professional pharmacist.

Richard A. Lyon 
Commissioner

RAL/CW023DD1
62883B
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DOWNTOWN REXALL DRUG

ULMER REXALL & TRUE VALUE HARDWARE

23 M a r c h  1984

H o n o r a b l e  J o e  L. H a y e s  
S P E A K E R  O F  T H E  H O U S E  
o f  R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u  , A l a s k a  9 9 8 1 1  

D e a r  J oe ,

M a n y  t h a n k s  f o r  y o u r  l e t t e r  o f  M a r c h  17. It is g r a t i f y i n g  t o  m e  
to k n o w  t h a t  y o u  , R e p r e s e n t a t i v e  C o w d e r y ,  a n d  S e n a t o r  E l i a s o n  
a r e  t a k i n g  a h a r d  l o o k  a t  w h a t  i s  h a p p e n i n g  r e g a r d i n g  
i m p l e m e n t a t i o n  o f  A l a s k a ' s  C o n t r o l l e d  S u b s t a n c e  A c t  a n d  
p a r t i c u l a r l y  A S  1 7 . 3 0  o f  t h a t  A c t .

T h e  B o a r d  o f  P h a r m a c y  w a s  h a n d e d  t h e  b a l l  b y  t h e  L e g i s l a t u r e ,a l o n g
w i t h  f u n d i n g  to h i r e  an  E x e c u t i v e  S e c r e t a r y  a n d  I n v e s t i g a t o r .  
U n f o r t u n a t l y  t h e s e  t i t l e s  w e r e  n o t  i n c l u d e d  as  s p e c i f i c  w o r d i n g  
in  t h e  l a w  , a l t h o u g h  t h e s e  p o s i t i o n s  w e r e  r e p e a t e d l y  

m e n t i o n e d  w h e n  t h e  l e g i s l a t i o n  w a s  b e i n g  c o n s i d e r e d  a n d  p a s s e d .

B o a r d  r e q u e s t s  (br a n  E x e c u t i v e  S e c r e t a r y  , h a v e  r e p e a t e d l y  b e e n  
i g n o r e d  b y  t h e  G o v e r n o r ,  th e C o m m i s s i o n e r  o f  C o m m e r c e  , a n d  the  
D i r e c t o r  o f  O c c u p a t i o n a l  L i c e n s i n g  ( D O L ) . I b e l i e v e  a l l  o f  t h e m  
h a v e  a m i s c o n c e p t i o n  o f  t h e  i n t e n t  , t h e  i m p o r t a n c e  , a n d  t h e  
t i m e l y  im p l e m e n t a t i o n  o f t h e  Law .

F e d e r a l  s t a t i s t i c s ,o n  f i l e  w i t h  th e  A l a s k a  D e p a r t m e n t  o f  L a w  ,
s h o w  t h a t  c o n t r o l l e d  s u b s t a n c e  f r o m  t h e  l e g i t i m a t e  i n d u s t r y
a c c o u n t  f o r  s o m e  60 % o f  d e a t h s  o f  p a t i e n t s  b r o u g h t  to 

h o s p i t a l  e m e r g e n c y  r o o m s  w i t h  d r u g  r e l a t e d  p r o b l e m s  ( n a t i o n  w i d e ) . 
S t a t i s t i c s  a l s o  s h o w  , o v e r  6 01 o f  d r u g  r e l a t e d  p r o b l e m s  o f  p a t i e n t s  

b e i n g  t r e a t e d  i n  h o s p i t a l  e m e r g e n c y  r o o m s ,  c o m e  f r o m  d r u g s  f r o m  t h e  
l e g i t i m a t e  i n d u s t r y .  T h e s e  d r u g s  a r e  o b t a i n e d  b y  a r m e d  r o b b e r y ,  
b y  a f t e r  h o u r  b r e a k i n s ,  b y  p r e s c r i p t i o n s  f r o m  u n s c r u p u l o u s  
p r a c t i t i o n e r s ,  b y  f o r g e r y  of p r e c s r i p t i o n s , o r  b y  s a l e  b y
u n s c r u p u l o u s  p h a r m a c i s t s ............ b u t  a l l  f r o m  t h e  l e g i t i m a t e
i n d u s t r y .

T h e  f e d e r a l  D r u g  E n f o r c e m e n t  A d m i n i s t r a t i o n ( D E A )  a n d  s t a t e  a n d  
l o c a l  d r u g  e n f o r c e m e n t  u n i t s  h a v e  t h e i r  h a n d s  f u l l  d e a l i n g  w i t h  
t h e  " s t r e e t  t r a f f i c "  i l l e g i t i m a t e  e n t r a n c e  o f  a n d  u s e  o f  
c o n t r o l l e d  s u b s t a n c e s  m  a l l  s t a t e s  . T h e y  r e l y  o n  s t a t e  laws , 
s u c h  as A l a s k a ' s  A S  1 7 . 3 0  t o  d e a l  w i t h  t he  l e g i t i m a t e  i n d u s t r y .
M o s t  • s t a t e s  e f f e c t i v e l y  d o  t h i s  t h r o u g h  t h e i r  B o a r d s  o f  P h a r m a c y .
N o  b i g  b u e a r a c y  is n e e d e d  . W y o m i n g  d o e s  it  q u i e t l y ,  a n d  c o s t  

e f f e c t i v e l y  w i t h  o n e  E x e c u t i v e  S e c r e t a r y  a n d  o n e  I n v e s t i g a t o r ,

U n d e r  t h e  d i r e c t i o n  o f  it s B o a r d  o f  P h a r m a c y .  A l a s k a  w o u l d  d o  
w e l l  to e m u l a t e  t h i s  p r o g r a m  a n d  t h e  B o a r d  p l a n n e d  j u s t  t h a t .
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ULMER REXALL & TRUE VALUE HARDWARE

23 M a r c h  19 84

H o n o r a b l e  J o e  L. H a y e s  
p a g e  2 .

Y o u  a n d  R e p r e s e n t a t i v e  C o w d e r y  a n d  S e n a t o r  E l i a s o n  a l l  h a v e  
d o c u m e n t e d  e v i d e n c e  o f  t h e  v a l i e n t  e f f o r t  b y  t h e  B o a r d  
o f  P h a r m a c y  to c a r r y  o u t  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e .
I w i l l  n o t  r e p e a t  a l l  o f  t h a t  h e r e ,  b u t  i t  is i m p o r t a n t  f o r  
y o u  to  k n o w  t h a t  I d i d  s p e n d  m a n y  l o n g  h o u r s  d r a f t i n g
b o t h ......... p r o p o s e d  r e g u l a t i o n s  a n d  j o b  q u a l i f i c a t i o n s
a n d  a j o b  d e s c r i p t i o n  f o r  t h e  E x e c u t i v e  S e c r e t a r y . T h e  l a te r 
m a y  b e  o f  v a l u e  to  y o u  w h e n  y o u  p r o p o s e  l e g i s l a t i o n  t o  
m a n d a t e  c r e a t i o n  o f  t h e  p o s i t i o n .

A g a i n  t h a n k s  f o r  y o u r  l e t t e r  , y o u r  i n t e r e s t  , a n d  y o u r  
h e l p  in d r a f t i n g  a n d  p a s s i n g  l e g i s l a t i o n  t h a t  w i l l  c l a r i f y  
l e g i s l a t i v e  i n t e n t  . If I c a n  b e  of  a s s i s t a n c e  in  t h i s  

e f f o r t  , p l e a s e  c a l l  m e.

S i n c e  t h e  G o v e r n o r  r e m o v e d  m e  f r o m  t h e  B o a r d ,  a n d  r e f u s e d  to 
r e a p p o i n t  t h e  m e m b e r  f r o m  S i t k a  a n d  h a s  i n d i c a t e d  t h a t  he  
w i l l  n o t  r e a p p o i n t  t h e  p r e s e n t  e x p e r i e n c e d  S e c r e t a r y  o f  t h e  B o a r d  
t h e  B o a r d  w i l l  b e  d o w n  t o  o n e  p r o f e s s i o n a l  a n d  o n e  l a y  m e m b e r  
w i t h  a n y  r e a l  e x p e r i e n c e  . T h e  nev; i n e x p e r i e n c e d  B o a r d  w i l l  
d e s p e r a t e l y  n e e d  t h e  E x e c u t i v e  S e c r e t a r y  .

E l d o n  R. U l m e r ,  R . P h

C o p y :  ‘' R e p r e s e n t a t i v e  J o h n  C o w d e r y  
S e n a t o r  D i c k  E l i a s e n
C h a r l e s  R u s h  , R . P H .  S e c r e t a r y  B o a r d  o f  P h a r m a c y



DEPARTMENT DP COMMERCE A 
ECONOMBC DEVELOPMENT

BILL SHEFFIELD, GOVERNOR

POUCHD
JUNEAU, ALASKA 09811 
PHONE: IS07) 465-2534

D IV I S IO N  C F  O C C U P A T IO N A L  L IC E N S IN G

Eldon Ulmer, R.Ph.
Chai rman
Board of Pharmacy 
P.O. Box 101420 
Anchorage, Alaska 99510

Dear Mr. Ulmer:

Re: Executive O ff ic e r  Pos it ion

This correspondence is  to advise you that e f fo r t s  of Mr. Jim 
Lawson, personnel o f f ic e r ,  Department of Commerce and Economic 
Development, were to no ava i l  in  changing the p o s it io n  of the 
in ve s t ig a to r  to an executive o f f ic e r .

We should proceed immediately to f i l l  the po s it io n  vs man­
dated by le g is l a t io n .

July 29, 1983

Di rector

HDT/cwsr2707
72983A

cc: Dick Long



W i l l i a m  S h e f f i e l d ,

Governor
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5 M a r c h  1 9 8 3  E l d o n  R. U l m e r  , R . P h .
P r e s i d e n t ,  B o a r d  o f  P h a r m a c  
P. O.  B o x  1 0 1 4 2 0  

A n c h o r a g e ,  A l a s k a  9 9 5 1 0

Mr. H a r r y  T r e a g e r  
D i r e c t o r
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  
P o u c h  "D"
J u n e a u  , A l a s k a  9 9 8 1 1

D e a r  Mr. T r e a g e r :

P l e a s e  c o n s i d e r  (t h i s  l e t t e r  a n d  s u n p o r t i v e  i n f o r m a t i o n
a t t a c h e d  , as  an  o f f i c i a l  r e q u e s t  f o r  a c t i o n  b y  y o u  ,
f r o m  t h e  B o a r d  o f  P h a r m a c y

W h e n  y o u  m e t  w i t h  th e B o a r d  i n  J u n e a u  o n  F e b r u a r y  25, 1 9 3 3 ,
y o u  r e q u e s t e d  t h a t  I w r i t e  to y o u  a s k i n g  y o u r  h e l p  in 
o b t a i n i n g  c h a n g e s  in t h e  "d e s i g n a t io n  o f  p e r s o n n e l "  
p o r t i o n  o f  th e  b u d g e t e d  l i n e  i t e m s  fo r  i m p l e m e n t a t i o n  
o f  A S  1 7 . 3 0  a n d  A s  1 7 . 3 5  b y  th e  B o a r d  o f  P h a r m a c y .

• V *
» Y o u  a l s o  a s k e d  f o r  a j o b  d e s c r i p t i o n  f o r  t h e  B o a r d s  

d e s i g n a t i o n  o f  " E X E C U T T V E - S E C R F T A R Y - I N S P E C T O R  " . In t h e  
f i v e  p a g e s ,  a t t a c h e d , s t a t i n g  p u r p o s e  , a n d  i n c l u d i n g  
n a r r a t i v e  , c o n c l u s i o n  , a n d  an  a d d e n d u m , .  I h a v e  a t t e m p t e d  
to d o  t h a t  . I t  is c o m p l e x  , to s a y  t h e  l e a s t ,  b u t  I 
d o  b e l i e v e  it  c o n v e y s  t h e  i n t e n t  o f  t he  l e g i s l a t u r e  a n d  
a m e a n s  o f  i m p l e m e n t i n g  t h a t  i n t e n t .

P l e a s e  e x n o d i  t o y o u r  r e q u e s t  f o r  th e l i n e  i t e m  c h a n g e  
so  w e  m a y  p r o c e e d  a t  o n c e .  W e  a r e  a l r e a d y  tw o  m o n t h s  i n t o  
1 9 8 3  , a n d  n e e d  to g o  a t  full s p e e d  in t h e  n e x t  m o n t h  o r  
t w o  .

L e t  m e  k n o w  as  s o o n  as y o u  h a v e  h i r e d  th e  r e g u l a t i o n  s p e c i a l i s t  
t h a t  y o u  p r o m i s e d  to  h i r e  a n d  b a s e  i n  A n c h o r a g e .  I h a v e  f i v e  
p a g e s  o f  s u g g e s t e d  r e g u l a t i o n s  c o v e r i n g  n o t  o n l y  A S  1 7 . 3 0 ,  
b u t  a l s o  A S  1 7 ^ 3 5  . I h a v e  a c o m m i t m e n t  f r o m  a l l  f o u r  o f
th e  p h y s i c i a n s  to  s e r v e  i n  t h e  v a r i o u s  c a t e g o r i e s  o n  t h e  
P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  a n d  n e e d  t h e  s p e c i a l i s t  
4:0 a i d  in g e t t i n g  m y  p r o p o s e d  a p p l i c a t i o n s  f o r  t h o s e  
p o s i t i o n s  . i n t o  p r i n t e d  f o r n ,  s o  l e t t e r s  o f  - a p p o i n t m e n t  m a y  
b e  s e n t . •
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T h e  L e g i s l a t u r e  p a s s e d  t h e  C O N T R O L L E D  S U B S T A N C E  S T A T U T E  
A S  1 7 . 3 0  A N D  T H E  M A R I J U A N A  T H E R A P E U T I C  R E S E A R C H  P R O G R A M  
S T A T U T E  A S  1 7 . 3 5  I N  1 9 8 2  w i t h  a n  e f f e c t i v e  d a t e  o f  J a n u a r y  
1, 1 9 8 3 .

M u c h  o f  t h e  r e s p o n s i b i l i t y  f o r  t he  i m p l e m e n t a t i o n  o f  t h e s e  
t w o  s t a t u t e s  r e s t s  w i t h  t h e  B o a r d  o f  P h a r m a c y  . T h e  l e g i s l a t i o n  
d i d  n o t  s p e c i f i c a l l y  a d d r e s s  t h e  f u n d i n g  fo r  t h e  i m p l e m e n t a t i o n ,  

n o r  t h e  n u m b e r  o r  t y p e  o f  p e r s o n n e l  t h a t  w o u l d  b e  n e e d e d  f o r  
i m p l e m e n t a t i o n .

T h e  B o a r d  o f  P h a r m a c y  h a s  b e e n  p l a n n i n g  , s i n c e  1 9 8 1  , f o r  
t h e  r e s p o n s i b i l i t i e s  t h a t  m a n y  b e l i e v e d  w o u l d  b e  v e s t e d  w i t h  
t h e  B o a r d  , b u t  c o u l d  m a k e  .no d e f i n i t e  p l a n s  u n t i l  e n a c t m e n t  
w a s  a c c o m p l i s h e d  a n d  an  e f f e c t i v e  d a t e  e s t a b l i s h e d .

T h e  B o a r d  is n o w  f a c e d  w i t h  p r o b l e m s  o f  s e l e c t i n g  a n d  f u n d i n g  
p e r s o n n e l  to i n s u r e  a t i m e l y  i m p l e m e n t a t i o n  o f  i t ' s  r o s p o n s i b l i y .

N A R R A T I V E :

U n d e r  S e c  1 7 . 3 0 . 0 1 0  R e g u l a t i o n s  m u s t  b e  p r o m u l g a t e d .

U n d e r  S e c  1 7 . 3 0 . 0 2 0  , ( a ) , ( b ) , ( c ) , ( d ) , (e) & (f) R e g i s t r a t i o n  
r e q u i r e m e n t s  m u s t  b e  m e t  .

U n d e r  S e c  1 7 . 3 0 . 0 3 0  (a), ( b ) , & (c) R e g i s t r a t i o n  m u s t  b e
a c c o m p l i s h e d .  _ * #

U n d e r  S e c  1 7 . 3 5  M a r i j u a n a  T h e r a p e u t i c  R e s e a r c h  , a p r o g r a m  
.mu s t  b o  e s t a b l i s h e d  , p h y s c i a n s  i n t e r v i e w e d  a n d  a p p o i n t e d  to 
t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  a n d  r e g u l a t i o n s  m u s t  
b e  a d o p t e d  to a s s u r e  t h i s  p r o g r a m  is a d m i n i s t e r e d  a t  a s t a t e  • 
l e v e l  t h a t  is c o m p a t i b l e  w i t h  F e d e r a l  S t a t u t e s .

A l l  o f  a b o v e  car, iio :  b e  a c c o m l i s h o d  in t h r e e  m e e t i n g s  o f  t w o  d a y s  
e a c h  p r e s e n t l y  b u d g e t e d  f o r  t h e  B o a r d .

C o m p e t e n t ,  q u a l i f i e d  a n d  e x p e r i e n c e d  p e r s o n n e l  m u s t  b e  h i r e d ,  
a n d  f a s t , to a c c o m p l i s h  t h e  m a n d a t e  o f  t h e  l e g i s l a t u r e .

f

W i t h  this in m i n d  t h e  B o a r d  a s  e a r l y  a s  J u n e  1 9 8 1  , s t a r t e d  
s e t t i n g  u p  a p r o p o s e d  b u d g e t  a n d  e s t a b l i s h i n g  g o a l s  a n d  
o b j e c t i v e s  , e v e n  t h o u g h  n o  l a w  w a s  o n  t h e  b o o k s  a t  t h a t  t i m e .

A t  tw o o f  i t s  t h r e e  m e e t i n g s  in 1 9 8 2  , a f t e r  t h e  e n a c t m e n t  
o f  t h e  l e g i s l a t i o n  , b u t  sti.ll p r i o r  t o  t h e  e f f e c t i v e  d a t e ,  t h e  
B o a r d  a g a i n  e s t a b l i s h e d  g o a l s  a n d  a n  a c c o m p a n i n g  p r o p o s e d  
b u d g e t  . T h i s  f a c t  m a y  b e  v e r i f i e d  b y  t h e  m i n u t e s  o f  a l l  o f  
t h e  a b o v e  c i t e d  m e e t i n g s  a n d  t h e  a t t a c h e d 'g o a l s  a n d  o b j e c t i v e s  
to  t h o s e  m i n u t e s .

T h r o u g h o u t  t h e  m e e t i n g s ,  e v i d e n c e  o f  t h e  B o a r d ' s  i n t e n t  c a n  
b e  c l e a r l y  i d e n t i f i e d  . N e v e r  d i d  t h e  B o a r d  w a v e r  f r o m  i t ' s  
i n t e n t  to h i r e  a " E x e c u t i v e -  S e c r e t a r y  " t y p e  p e r s o n  t o  c o m e  
o n  b o a r d  i n  a f u l l  t i m e  p o s i t i o n  . V a r i o u s  b u d g e t  f i g u r e s  

w e r e  s u b m i t t e d  i n  t h e  r a n g e  o f  ? 8 5 , 0 0 0 . 0 0  f o r  t h e  p e r i o d  
J a n u a r y  1, 1 9 8 3  t h r o u g h  J u n e  30 , 1 9 8 3  ( a h a l f  y e a r )  t o  f i t  t h e  
f i s c a l  b u d a e t  t i m e  f>*ame f r o m  e f f e c t i v e  d a t e  o f  J a n u a r y  1 , 1983.



N A R T A T I V E  : (  c o n t i n u e d )

T h e  B o a r d  d o e s  n o t  e n j o y  b u d g c t - b y p n s s  p r i v e l e d g e s  a n d  
m u s t  s u b m i t  a b u d g e t  t h r o u g h  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  
L i c e n s i n g  . I t  i s  t h e  B o a r d s  u n d e r s t a n d i n g  t h a t  t h i s  b u d g e t  
i s  t h e n  s u b m i t t e d  t h r o u g h  t h e  D i v i s i o n  o f  C o m m e r c e  a n d  
E c o n o m i c  D e v e l o p e m n t  a n d  o n  to  t h e  M o u s e  a n d  S e n a t e  B u d g e t  
C o m m i t t e e s  .

T h e  B o a r d  D I D  s u b m i t  a b u d g e t  , b o t h  f o r  t h e  f i s c a l  y e a r  
1 9 8 3  a n d  a g a i n  f o r  t h e  h a l f - f i s c a l  y e a r  1 9 8 3 (  J a n u a r y  1 , 1 9 8 3  
t h r o u g h  J u n e  30 , 1 9 8 3 .  T h e  1 9 8 3 - 8 4  F i s c a l  y e a r  b u d g e t  
w a s  s u b m i t t e d  to t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g
a l s o / a n d  i t  is p r e s e n t l y  i n  t h e  p r o c e s s .

W i t h  e a c h  b u d g e t  r e q u e s t  , a b r e a k d o w n  w a s  a l s o  s u b m i t t e d .
I n  e v e r y  r e q u e s t  t h e r e  is a n  a u d i t  t r a i l  e s t a b l i s h e d
i n  t h e  m i n u t e s  o f  m e e t i n g s  a n d  i n  letters.. T h e  B o a r d  a l w a y s  
i n c l u d e d  e x p e n s e s  f o r  a p o s i t i o n  t h a t  w a s  l a b e l e d  v a r i o u s  
w a y s  , b u t  e i t h e r  w a s  c a l l e d  " E x e c u t i v e - S e c r e t a r y " o r  

a c o m b i n e d  p o s i t i o n  o f  " E x e c  ' t i v o - S e c r o t a r y - I n v e s t i g a t o r - E x a m i n o r .

T h e  B o a r d  r e a l i z e d  t h a t  a r e g u l a t i o n  s p e c i a l i s t  w o u l d  b e
n e e d e d  to p r o m u l g a t e  a l l  o f  t h e  r e g u l a t i o n s  m a n d a t e d  by
s t a t u t e  a n d  b u d g e t e d  f o r  t h a t  p o s i t i o n  a l s o  . T h e  B o a r d
a l s o  r a l i z c d  t h a t  , a l t h o u g h  it  lias a l w a y s  b e e n  a s s i g n e d
a n  i n s p e c t o r  , b y  t h e  D O L  , t h a t  a f u l l  t i m e  i n s p e c t o r  w o u l d
a s l o  b e  n e e d e d  , in a d d i t i o n  t o  shari.gg t h e  o n e  u s e d  in t h e
p a s t  . T h i s  w o u l d  t h e n  a m o u n t  to a n  i n v e s t i g a t o r  a n d  u h a l f (  th e
h a l f  o n e  b e i n g  s h a r e d  w i t h  o t h e r  boards) a n d  t h e  f u l l  t i m e  o n e
.b e i n g  u s e d  in t h e  e x t e n s i v e  i n v e s t i g a t o r y  w o r k  a n t i c i p a t e d  in
t h e  d r u g  e n f o r c e m e n t  a r e a  .
%

S o m e w h e r e ,  in th e  t r a n s l a t i o n  f r o m  B o a r d  mi'nutes a n d  v o c a l  
r e q u e s t s ,  m a d e  b y  t h e  B o a r d  t o t h e  D i r e c t o r  o f  O c c u p a t i o n a l  
L i c e n s i n g  , M U C H  W A S  L O S T . T h e  Boar.d r e c e n t l y  w a s  m a d e
a w a r e  t h a t  l i n e  i t e m  b u d g e t  i t e m s  w e r e  r e q u e s t e d  O R  A T  L E A S T 
G R A N T E D i n  t h e  b u d g e t  , T I E D  to s p e c i f i c  pe rs onnel"! T h i s  
p e r s o n n e l  is d e f i n e d ,  a c c o r d i n g  to t h e  D O L  f o r  t w o  r e g u l a t i o n  
s p e c i a l i s t s  a n d  tw o i n v e s t i g a t o r s  . T h e s e  p e o p l e  a r e  
in a d d i t i o n  to t he  r e g u l a r  l i c e n s i n g  e x a m i n e r  t h a t  is a s s i g n e d  
to e a c h  b o a r d  a n d  u s u a l y  s h a r e d  b y  a t  l e a s t  o n e  o t h e r  b o a r d .
T h e  r e g u l a t i o n  s p e c i a l i s t s  a n d  t h e  t w o  i n v e s t i g a t o r s  w e r e  to 
b e  th e p e o p l e  t h a t  w o u l d  a i d  t h e  B o a r d  in e m p l c n t i n g  i t s  
w o r k .

T h i s  w i l l  j u s t  N O T  W O R K .  T h e  B o a r d  n e e d s  a n  E x e c u t i v o -  
S e c r e t a r y  t y p e  p e r s o n  , c o m p a r a b l e  to t h o s e  in t h e  e m p l o y e e  
o f  o t h e r  s t a t e s  s u c h  a s  W a s h i n g t o n ,  O r e g o n ,  a n d  W y o m i n g ,  w h e r e  
s t a t e  p h a r m a c y  b o a r d s  h a v e  f u l l  r e s p o n s i b i l i t y  f o r  t h e i r  s t a t e s  
c o n t r o l l e d  s u b s t a n c e  s t a t u t e s .  T h e  B o a r d  h a s  i n  m i n d  a t  l e a s t  
t h r e e  p e o p l e  , t w o  o f  w h i c h  w o u l d  b e  e x c e l l e n t  ,and w h o  h a v e  
i n d i c a t e d  a d e s i r e  t o  c o m e  t o  A l a s k a  . T h e s e  p e o p l e  h a v e  b e e n  
e m p l o y e d  f o r  a t  l e a s t  f i v e  y o a r ^  a s  o x e c u t i v e - s e c r e t a r i e s ,
A n d -: a l s o  h a v e  i n v e s t i g a t e  e x e p e r i e n c c  , a n d  h a v e  b e e n  
i n v o l v e d  in t h e  a d m i n i s t r a t i o n  o f  b o t h  c o n t r o l l e d  s u b s t a n c e  

l e g i s l a t i o n  a n d  m a r i j u a n a  r e s e a r c h  p r o g r a m s  . J u s t  t h e  t y p e  
o f  p e r s o n  w i t h  j u s t  t h e  t y p e  o f  c r x p e r i e n c e  n e e d e d  i n  t h e  i n i t i a l



s t a g e  o f  t h e  p r o g r a m  i n  A l a s k a  . U n f o r t u n a t e l y  ,no 
s u c h  p o s i t i o n  i s  s p e c i f i c a l l y  l i s t e d  in  t h e  j o b  
c l a s s i  F i c a t i o n  p r o g r a m  o f  t h e  s t a t e ,  d i r e c t l y  i d e n t i f i e d  
w i t h  t h e  P h a r m a c y  B o a r d  . S i m i l i a r  p o s i t i o n s  d o  e x i s t  
w i t h  t h e  B o a r d  o f  N u r s i n g  a n d  o t h e r s ,  b u t  n o t  P h a r m a c y .

T h e  B o a r d  o f  P h a r m a c y  d o e s  n o t  n e e d ,  in t h e  i n i t i a l  
o r g a n i z a t i o n  , t w o  i n v e s t i g a t o r s  . T h e  B o a r d  d o e s  
d e s p e r a t e l y  n e e d  a n  e x p e r i e n c e d  e x e c u t i v e - s e c r e t a r y  t y p e ,  
o n  a d a y - b y - d a y  b a s i s  to g e t  t h e  p r o g r a m s  i n i t i a t e d  arid 
t h e n  p r o p e r l y  a d m i n i s t r a t e d  .

T h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  h a s  
a g r e e d  to s u b m i t  t h e  B o a r d s  d e s i r e s  as t o  c h a n g i n g  the 
b u d g e t  l i n e  i t e m  i d e n t i f i c a t i o n  f r o m  t w o  r e g u l a t i o n
s p e c i a l i s t s  a n d  t w o  i n v e s t i g a t o r s  to t h e  p e r s o n n e l  t h a t  
c o u l d  d o  t h e  j o b  , as  l o n g  a s t h e  B o a r d  s t a y s  w i t h i n  t h e  
b u d g e t e d  d o l l a r s .  T h e  B o a r d  h a s  b e e n  i n f o r m e d  t h a t  i t  h a s  , 
b u d g e t e d  d o l l a r s  c o v e r i n g  t h e  f o u r  p e o p l e  m e n t i o n e d  a b o v e ,  
in t h e  a m o u n t  o f  $ 7 5 , 0 0 0 . 0 0  f o r  t h e  p e r i o d  J a n u a r y  1, 1 9 8 3  
t h r o u g h  J u n e  30 ,, 1 9 8 3  . T h e  B o a r d  h a s  a s k e d  t h e  d i r e c t o r

th e

N  A  R R A T I V E  ( c o n t i n u e d )

D O L to m a k e f o l l o w i n g  r e q u e s t :

•- I n v e s t i g a t o r /  
E x e c u t i v e - S e c r e t a r y - I n s p e c t o r  
E s t i m a t e d  30 o f  s a l a r y  f o r  o f f i c e  
O n e  f u l l  t i m e  r e g u l a t i o n  s p e c i a l i s t  
E s t i m a t e d  3C i o f  s a l a r y  f o r  o f f i c e  
L i c e n s i n g  E x a m i n e r ( o r  s e c r e t a r y  type) 
E s t i m a t e d  30 1 f o r  o f f i c e  e t c .

r a n g e
e t c

o f $ 4 5 , 0 0 0  
13, 5 0 0
3 3 . 0 0 0  
9 , 9 0 0

2 8 . 0 0 0  
8 , 4 0 0

o f

0 0/ v r  
00/ y r  
00/ y r  
00/ y r  
00/ y r  
0 0/ v r

T O T A L  F O R  O N E  Y E A R $ 1 3 7 . 8 0 0 . 0 0 / y r

f o r t h e  r e m a i n d e r  o f  
H T r o u g h  J u n o  30 , 1 9 8 3 ) . a n d

'This w o u l d  b r e a k  d o w n  to 
f i s c a l  y e a r  1 9 8 3  ( h a l f  y e a F
w e l l  u n d e r  t h e  $ 7 5 , 0 0 0 . 0 0  b u d g e t e d  . T h e  f i g u r e s  a b o v e  m a y  
b e  s l i g h t l y  o f f  , b u t  s h o u l d  b e  f a i r l y  c l o £ e  a n d  de fi ni te ly  on  
t h e  c o n s e r v a t i v e  s i d e  c o n s i d e r i n g  th e  l i c e n s i n g  e x a m i n e r  
b u d g e t e d  a b o v e  f o r  f u l l  t i m e  P h a r a m c y  B o a r d  w o r k  , w h e n  s h e  
w o u l d  p r o b a b l y  b e  u s e d  p a r t  t i m e  w i t h  a n o t h e r  b o a r d .

T h e  D i r e c t o r  o f  T h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  h a s  f 
a s k e d  t h a t  th e P r e s i d e n t  o f  T h e  B o a r d  O f  P h a r m a c y  w r i t e  h i m  
a l e t t e r  a s k i n g  f o r  h i s  c o o p e r a t i o n  in r e q u e s t i n g  t h e  c h a n g e  
a n d  in a d d i t i o n  a t t e m p t  to w r i t e  a j o b  e x p e r i e n c e  q u a l i f i c a t i o n  
r e q u i r e m e n t s  a n d  a j o b  d e s c r i p t i o n  f o r  t h e  p o s i t i o n  o f  
E x e c u t  i v e - S e c r e t a r y - I n v e s t i  ga  t o r

T h e  l e t t e r  h a s * b e e n  w r i t t e n  a n d  w i l l  b e  s e n t  t o  t h e
D i r e c t o r  a l o n g  w i t h  t h i s  n a r r & t i v t  a n d  a c o n c l u s i o n
s t a t e m e n t .  C o p i e s  o f  a l l  m a t e r i a l  w i l l  a l s o  b e
s e n t  to  T h e  G o v e r n o r ,  T h e  C o m m i s s i o n e r  o f  C o m m e r c e  6
Ec on on v' c D e v e l o p e m e n t , T h e  S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s ,
T h e  P r e s i d e n t  o f  t h e  A l a s k a  S t a t e  S e n a t e ,  a l l  B o a r d  o f  P h a r m a c y
M e m b e r s ,  a n d  L e g i s l a t i v e  S u n s » t  R e v i e w  C o m m i t t e e ,  a n d
T h e  A t t o r n e y  G e n e r a l  , a n d  D a p a r t m e n t  o f  L a w .

- 3 -



C O N C L U S I O N :

E X E C U T T V E - S E C R E T A R Y - I N V E S T I G A T O R  F O R  B O A R D  O F   P H A R M A C Y :

Q u a l i  f i c a t i o n s :

1. F i v e  y e a r s  e x p e r i e n c e  w i t h  a n o t h e r  B o a r d  o f  P h a r m a c y ,  o f  
w h i c h  t h r e e  y e a r s  m u s t  b e  in t h e  p o s i t i o n  o f  e x e c u t i v e -  
s o o r e t a r y  a n d  t h e  r e m a i n d e r  in t h e  p o s i t i o n  o f  i n v e s t i g a t o r .

2. E x p e r i e n c e d  i n  a d m i n i s t e r i n g  c o n t r o l l e d  s u b s t a n c e  
l a w  o f  a s t a t e  , u n d e r  d i r e c t i o n  a n d  s u p e r v i s i o n  
o f  a p h a r m a c y  b o a r d .

3c E x p e r i e n c e  i n  a d m i n i s t e r i n g  a m a r i j u a n a  t h e r a p e u t i c
r e s e a r c h  p r o g r a m  u n d e r  th e d i r e c t i o n  a n d  s u p e r v i s i o n  o f  
a b o a r d  o f  p h a r m a c y .

4. Experience maintaining files and registration and licensing of 
pharmacists and controlled subs Lance registratants at the 
direction ancj under the supervision of a board of pharmacy.

5. Be  a r e g i s t e r e d  p h a r m a c i s t  in a s t a t e  r e c o g n i z e d  b y  t h e  
N a t i o n a l  A s s o c i a t i o n  o f  B o a r d s  o f  P h a r m a c y  a n d  b e  
r e q u i r e d  t o  b e c o m e  r e g i s t e r e d  a s  a p h a r m a c i s t  in t h e  
S t a t e  o f  A l a s k a  w i t h i n  s i x  m o n t h s  o f  b e i n g  h i r e d  as 
E x o c u t i v e - S e c r e t a r y - I n v e s t i g a t o r  *by t h e  s t a t e  o f  A l a s k a .

J O B  D E S C R I P T I O N :  • •••' '
9 - i ------------------------------------------------------------------------------------------          •>

•
' U N D E R  T H E  S U P E R V I S I O N  A N D  A T  T H E  D I R E C T I O N  O F  T H E  B O A R D  •
O F  P H A R M A C Y  A N D  U N D E R  T H E  M A N D A T E S  O f  A S . 0 8 . 0 1 . ,  C E N T R A L I Z E D
l i c e n s i n g  s t a t u t e  a n d  A S  0 0 . 8 0  P H A R M A C Y  A C T . :

•*
1. A s s i s t  B o a r d  in p r o c e s s  o f  r e g i s t r a t i o n  o f  a l l  D r u g

e n f o r c e m e n t  r e g i s t r a n t s  u n d e r  t h e  F e d e r a l  L a w  u n d e r  
th e A S  1 7 . 3 0  A l a s k a  S t a t e  S t a t u t e  , i n c l u d i n g  d e s i g n  
o f  a p p l i c a t i o n  f o r m  a n d  l i c e n s e  .

1

2. M a i n t a i n  r e c o r d  o f  r e g i s t r a t i o n  a n d  l i c e n s u r e  u n d e r  
A S  1 7 . 3 0  w i t h  s u c h  r e c o r d s  p r o p e r l y  m a i n t a i n e d  a t  
th e D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  .

3. I N V E S T I G A T E  v i o l a t i o n s  o f  a n y  s t a t e  o r  f e d e r a l  l a w  
u n d e r  t h e  j u r i s d i c t i o n  o f  t h e  B o a r d  o f  P h a r m a c y  a n d  at 
t h e  d i r e c t i o n  o f  t h e  B o a r d  of- P h a r m a c y  a n d  t h e  D i v i s i o n  
of O c c u p a t i o n a l  L i c e n s i n g .

4. A i d  B o a r d  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  M a r i j u a n a  T h e r a p e u t i c

R e s e a r c h  P r o g r a m  A S . 1 7 . 3 5  , i n c l u d i n g  m a i n t a i n i n g  r e c o r d s
at t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  , a n d  a i d i n g  
t h e  P a t i e n t  Q u a l i f i c a t i o n ^ R e v i e w  C o m m i t t e e  in  p r o c e s s i n g  
a p p l i c a n t s  u n d e r  t h a t  p r o g r a m .

5. C o o p e r a t e  w i t h  a l l  s t a t e  a n d  f e d e r a l  l a w  e n f o r c e m e n t
a g e n c i e s  at- rli r^r’t-inn o f  non»-a o *7



C O N  r  1< U  .* I O N .  : ( c o n t i n u e d )

6 . F o l l o w  d i r e c t i o n  o f  D O L  in  m a i n t a i n i n g  r e c o r d s ,i s s u e i n g  
l i c e n s e s  , r e c e i v i n g  f e e s ,  a n d  a n y  o t h e r  j o b  
r e q u i r e m e n t s  a s s i g n e d  t o  l i c e n s i n g  e x a m i n e r s  , i n c l u d i n g :

(a) C o l l e c t i n g  f e e s  & i s s u e i n g  r e c e i p t s ;
()») M a i n t a i n i n g  r e c o r d s  a n d  f i l e s  ;
(«:) I s s u e i n g  & r e c e i v i n g  a p p l i c a t i o n  f o r m s ;
(d) N o t i f y i n g  a p p l i c a n t s  o f  a c c e p t a n c e  o r  r e j e c t i o n  o f  

a p p l i c a n t s  a s  d e t e r m i n e d  b y  B o a r d ;
(0) A t  d i r e c t i o n  o f  D O L  & B o a r d ,  n o t i f y i n g  a p p l i c a n t s  

f o r  a n y  l i c e n s u r e  u n d e r  A S  0 8 . 8 0  or A S  1 7 . 3 0  o f  
e x a m i n a t i o n  d a t e s  o r  l i c e n s e  r e n e w a l  d a t e s .

( D  A r r a n g e  s p a c e  f o r  h o l d i n g  e x a m i n a t i o n s
(g) N o t i f y  a p p l i c a n t s  o f  r e s u l t s  o f  e x a m i n a t i o n s ;
(li) I s s u e  l i c e n s e s  & c e r t i f i c a t e s  o r  t e m p o r a r y  l i c e n s e s  

o r  c e r t i f i c a t e s  a s  a u t h o r i z e d  b y  B o a r d
(1) A n s w e r  r o u t i n e  i n q u i r e s  ;
(3 ) M a i n t a i n  a c u r r e n t  r e g i s t r y  o f  a l l  l i c e n s e s  i s s u e d  

u n d e r  A S  0 8 . 8 0  & A S  1 7 . 3 0  
(U) P e r f o r m  o t h e r  s e r v i c e s  a s  r e q u e s t e d  b y  b o a r d  c o n s i s t e n t  

w i t h  r e q u i r e m e n t s  o f  A S  08. 80 f, A S  - 7 . 3 0  {, A s  1 7 . 3 5 .

7. P e r f o r m  t h e  f o l l o w i n g  j o b  d e s c r i p t i o n  d u t i e s  as 
m a n d a t e d  b y  a n d  e s t a b l i s h e d  b y  i n v c s t i y a t i v e  
p r o c e e d u r e s  o f  D O L  & Board..

(a) (b) (c) e t c ......... to be i n s e r t e d  b y  DOl. s. c o n s i s t a n t
w i t h  j o b  d e s c r i p t i o n  d u t i e s  o f * I M U E S T I G A T O k S  .

'JOTE: Tt is t h e  i n t e n t  o f  t h e  B o a r d  o f  P h a r m a c y  t h a t  th e  a b o v e  
p e r s o n  b e  e m p l o y e d ,u n d e r  s t a t e  e m p l o y m e n t  l a w s  , b y  the 
D i v i s i o n  o f  O c c u p a t i o n a l  l.icen ni nq  . , T h e  D i r e c t o r  w o u l d ,  
i n  e f f e c t  , b e  t h e  p e r s o n ' s  b o s s  , a n d  w o n  1 d d i r e c t ‘th e  
d u t i e s  a n d  p e r f o r m a n c e  o f  t h e  p e r s o n , -  a t  t h e  r e q u e s t  a n d  
w i t h  d i r e c t  i n p u t  , f r o m  t h e  B o a r d  o f  P h a r m a c y .  T h e  p e r s o n  
v/ould r e s i d e  i n  t h e  A n c h o r a g e  a r e a  , w o r k i n g  o u t  o f  t h e  
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s e  o f f i c e  in A n c h o r a g e .

T h e  a b o v e  „ a b  d e c r y p t i o n ,  n a r r a t i v e ,  a n d  c o n c l u s i o n  s o l v e s  
t h e  p r o b l e m  t e m p o r a r i l y . ,  h o w e v e r  t h e  p r o b l e m  m a y  u l t i m a t e l y  
h a v e  to b e  a d d r e s s e d  b y  t h e  l e g i s l a t u r e  . T h e  B o a r d  o f  P h a r m a c y  
in o f f e r i n g  t h e  s o l u t i o n  , l i s t e d  here , is a t t e m p t i n g  to c a r r y  
o u t  thi? w i s h e s  o f  t h e  L e g i s l a t u r e ,  s o  t h e  i m p o r t a n t  p r o g r a m s  
m a y  b e  s t a r t e d  a t  o n c e  a n d  c a r r i e d  o u t  to t h e  b e s t  o f  t h e  
a b i l i t y  o f  a l l  i n v o l v e d .

A D D E N D U M
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DRUG STORES

Jh u & V a iim
H A R D W A R E  STORES

DOWNTOWN REXALL DRUG
415 Was! 5th - P.O. Bo* 1420 
Anchorage. Alaska 99510 " (907) 277-2567

ANCHORAGE PROFESSIONAL PHARMACY
2841 DeBarr R a , Suite '225 • Box 1420 
Anchorage. Alaska 99510 - (907)264-1650

ULMER REXALL & TRUE VALUE HARDWARE
Lakeside Mall • Box 520
Horner. Alaska 99603 < (90/1235-11594

John. J. C o w d e r y
C h a i r m a n ,  L a b o r  s. C o m m e r c e  C o m m i t t e e  , H o u s e  

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

R i c h a r d  I. E l i a s o n
C h a i r m a n  , L a b o r  & C o m m e r c e  C o m m i t t e e ,  S e n a t e  

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

P c u c 'Jt V  (MS 310))
J u n e a u  , A l a s k a  9 9 8 1 1

D e a r  C h a i r m e n  C o w d e r y  a n d  E l i a s o n :

Y o u r  Committees; w i l l  b e  c o n s i d e r i n g  l e g i s l a t i o n  as 
to t h e  S u n s e t  o f  t h e  B o a r d  o f  P h a r m a c y ,  a n d  in  t h e  
p r o c e s s  ( s h o u l d  t h e  B o a r d  b e  c o n t i n u e d  p a s s i n g  
l e g i s l a t i o n  that: w o u l d  m o d i f y  o r  chancre t h e  lav/s
t h a t  m a n d a t e  n o w  t h e  B o a r d  w i l l  o p e r a t e  in the f u t u r e .

T h e  L e g i s l a t u r e  in 1 9 8 2  p a s s e d  t he  C o n t r o l l e d  S u b s t a n c e

A c t  . T h e  p o r t i o n s  o f  t h a t  a c t  t h a t  d e a l  w i t h _t h e
l e g i t i m a t e  indu.fi try a r e  A S  1 7 . 3 0  a n d  As 1 7 . 3 5 .  T h e  
L e g i s l a t u r e  p l a t e d  the r e s p o n s i b i l i t y  of  a d m i n i s t e r i n g  
t h e s e  s e c t i o n s  w i t h  t h e  B o a r d  o f  P h a r m a c y .  T h e s e  
s e c t i o n s  , A S  1 7 . 3 0  a n d  A s  1 7 . 3 5  w e n t  i n t o  e f f e c t  o n  

J a n u a r y  1 , 1383.

Y o u  h i v e  c o p i e s  o f  t h e  B o a r d ' s  R E P O R T  T O  T H E  L E G I S L A T U R E
P Y ' 3 3  . T h e  r e p o r t  is v o l u m i n o u s  a n d  w i l l  n o t  b e  r e p e a t e d

h e r o 7 o t h e r  t h a n  to s t a t e  t h e  f a c t  t h a t  t h e  B o a r d  h a s  b e e n  
f r u s t r a t e d  b y  l a c k  o f  s u p p o r t  f r o m  t h e  a d m i n i s t r a t i o n  

a n d  f r o m  the D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  in its 

d e d i c a t e d  e f f o r t  to i m p l e m e n t  the* i n t e n t  o f  t h e  

L e g i s l a t u r e .

T h e  k e y  t o th e s u c c e s s f u l  i m p l e m e n t a t i o n  o f  t h e  la w 
l i e s  i n  t h e  r e q u e s t  m a d e  b y  the B o a r d  i n v o l v i n g  the 
p e r s o n n e l  b e i n g  h i r e d  to a i d  t h e  B o a r d  in d o i n g  the job.

T h e  B o a r d  r e q u e s t e d  , w i t h i n  th e  b u d g e t ,  t h a t  a n  e x e c u t i v e  
d i r e c t o r  b e  h i r e d  . T h e  B o a r d  P r e s i d e n t  w r o t e  b o t h  a j o b  
d e s c r i p t i o n  f or  this p o s i t i o n  an d  t h e  q u a l i f i c a t i o n s  f o r  
t he  job. S p e c i a l  e x e m p t i o n  i m p l e m e n t a t i o n  w a s  r e q u e s t e d  
s o  t h i s  p o s i t i o n  c o u l d  be a d d e d  to t h e  a p p r o p r i a t e  p e r s o n n e l  

s e c t i o n  of  th e d e p a r t m e n t  o f  p e r s o n n e l .
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r u i x a lf
DRUG STORES

T h m l/a S m
. H A R D W A R E  STORES ,

DOWNTOWN REXALL DRUG
415 West 5th • P O Box U20 
Anchorage, Alaska 99510 • (907) 277-2567

ANCHORAGE PROFESSIONAL PHARMACY
2841 DoBarr l?d.. Suite *225 • Box 1420 
Anchorage. Alaska 9951) • (907) 264-1650

ULMER REXALL & TRUE VALUE HARDWARE
Lakeside Mall • Box 520
Homer. Alaska 99603 • 1907)235-8594

7 M a r c h  19 84

C o w d  e r y / E 1  i a ;s o n 
p a g e  2 .

H o  a c t i o n  w a s  t a k e n  b y  e i t h e r  t h e  A d m i n i s t r a t i o n  o r  the
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  . R e s u l t  the
. i m p l e m e n t a t i o n  f l o u n d e r e d .  A l l  of t h e  l e g i t i m a t e  i n d u s t r y  
t h a t  .la a l l o w e d  b y  F e d e r a l  L a w  to b o  i n v o l v e d  w i t h  
c o n t r o l l e d  s u b s t a n c e s  , a n d  it'hat is .licensed b y  t h e  F e d e r a l  
D r u g  E n f o r c e m e n t  A g e n c y  ( :DEA) s h o u l d  h a v e  b e e n  l i c e n s e d  
b y  the S t a t e  o f  A l a s k a  d u r i n g  c a l e n d a r  y e a r  1 9 8 3  . T h e y  
w e r e  n o t  . T h i s  i n s p i t e  o f  a v a l i e n t  e f f o r t  b y  t h e  
B o a r d  o f  P h a r m a c y .  T h i s  s i t u a t i o n  m u s t  b e  c h a n g e d ,  e i t h e r

b y  the s p e c i a l  e x e m p t i o n  r o u t e  o r  b y  l e g i s l a t i o n  e s t a b l i s h i n g  
a n  e x e c u t i v e  s e c r e t a r y  p o s i t i o n  f o r  th e B o a r d  o f  P h a r m a c y .

F e d e r a l  s t u d i e s  o 

th at  in  e x c e s s  of  
i n v o l v e  e m e r g e n c y  

s e c u r e d  t h r o u g h  fch 

w e r e  o b t a i n e d  b y 
r o b b e r y  o f  d r u g  
d r u g  s t o r e s  o r  o t h  
s u b s t a n c a s , u n s e t  
p r a c t i t i o n e r s ;  „ 

p h a r m a c i s t s  , p h y n  
o f  e s t a b l i s h m e n t s

b t a i n e d  b y  
CO Z o f  

r o o m s  of 
e legitimat. 
a n u m b e r  o f  
s t o r e s ,  br­
e r  p l a c e s  
u p u l o u s  w r  
f o r g e d  pr e  
ician.3, ruvr 

l e g a l l y  h

the D e p a r t m e n t  o f  La w,  s h o w  
d r u g  r e l a t e d  d e a t h s  t h a t  
h o s p i t a l s  a r e  c a u s e d  b y  d r u g s  
e i n d u s t r y  . T h e s e  d r u g s  
w a y s  a n d  i n c l u d e  a r m e d  

o a k  i n s  a f t e r  h o u r s  o f  
e g i t i m a t e l y  h a n d c l i n g  c o n t r o l l e d  
i t i n g  o f p r e s c r i p t i o n s  b y  
script.ions , d i s h o n e s t  
s o s  , w a r e h o u s e m e n ,  o r  e m p l o y  
a n d l i n g  c o n t r o l l e d  s u b s t a n c e s .

p r o c e s s e d  f r o m  
tno p l'c c  I: i t i o n  o r  s .

T h e  B o a r d  of  P h a r m a c y  h a s  b e e n  p r o m i s e d  c o p i e s  o f a l l  

c o n t r o L l o d _ s u b s t a n c e  o r d ^ r  f o r m s  t h a t  a r e
A l a s k a ,  ’ IF A M D W HE N the B o a r d  l i c e n s e s

T h i s  i n f o r m a t i o n  wil 1 a l l o w  A l a s k a  to d e t e r m i n e  w h e r e  the 
c o n t r o l l e d  s u b s t a n c e s  a r e  g o i n g  a n d  a t  w h a t  v o l u m e .  P r a c t i t i o n e r s  

u s i n g  l a r g e  q u a n t i t i e s  c a n  t h e n  b e  c o s t  e f f e c t i v e l y  
i n v e s t i g a t e d  a n d  p o s s i b l e  i l l e g a l  t r a n s a c t i o n s  u n c o v e r e d  

a n d  s t o p p e d  . T h e  F e d e r a l  D B A  is n o t  n o w  d o i n g  this. T h e y  

w i l l  c o o p e r a t e  w i t h  a n y  s t a t e  to a i d  t h e  s t a t e  B U T  D E A  
F U N C T I O N  is L A B O E L Y  W I T H  T H E  I L L E G I T I M A T E  D I S T R I B U T I O N  ,
A N D  S O  C A L L E D  S T R E E T  T R A F F I C  A N D  A I R P O R T  T R A F F I C  O F  DR U G S .
E a c h  s t a t e  is e x p e c t e d  t o  p o l i c e  its o w n  l e g i t i m a t e  i n d u s t r y ,  
a n d  the D E A  w i l l  s u p p l y  a n y  i n f o r m a t i o n  t h a t  w i l l  a i d  t h e  
s t a t e  , p r o v i d i n g  a l i c e n c i n g  p r o c c e d u r e  is e s t a b l i s h e d .

In c l o s i n g  , m a y  I s u g g e s t  t h a t  t h e  l e g i s l a t u r e  w r i t e  t h e  
n e c e s s a r y  l e g i s l a t i o n  e s t a b l i s h i n g  a n e x e c u t i v e  s e c r e t a r y  
to f u n c t i o n  u n d e r  th e d i r e c t i o n  of the Boarc; of P h a r m a c y
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— d  t h e  o r i g i n a l  i n t e n t  o f  the 19 82  L e g i s l a t u r e  can  
b e  e f f e c t i v e l y  c a r r i e d  out.

A s  a f o r m e r  B o a r d  o f  P h a r m a c y  m e m b e r  o f  s e m e  s e v e n t e e n  
y e a r s  a n d  a s  President: o f  t h e  B o a r d  f or  m u c h  o f  t h a t  t i m e
I a m  c o n c e r n e d  t h a t  A S  1 7 . 3 0  & .AS 1 7 . 3  5 b e  i m p l e m e n t e d

fj 
th at

as r a p i d l y  a n d  as c o s t  e f f e c t i v e l y  as possible*,

T h e  A d m i n i s t r a t i o n  h a s  r e m o v e d  o n e  e x p e r i e n c e d  m e m b e r  f r o m  
t h e  B o a r d , a n d  h a s  toici t h e  B o a r d  t h r o u g h  h i s  s t a f f ,  i 

n o  m e m b e r s  w i l l  o e  r e a p p o i n t e d  a t  t h e  e x p i r a t i o n  of 

the i x  t e r m s  ,w h e t h e r  p a r t i a l  o r  c o m p l e t e  terras,, T h e  m a k e  
u p  o f  the f u t u r e  B o a r d  , w h e n  t h e  p r e s e n t  S e c r e t a r y  is 

L e p l a c a d  in a le v /  m o n t h s  , w i l l  b e  m o s t l v  n e w  . i n e x p e r i e n c e d  
p e o p l e  . M o  m a t t e r  h o w  d e d i c a t e d  t h e s e  p e o p l e  m a y  be, 
i t  w i 4.1 l a k e  t i m e  cor t h e m  to b o  e f f e c t i v e  m e m b e r s .  T h e y  

w i l l  d e s p e r a t l y  n e e d  a n  e x p e r i e n c e d  a n d  q u a l i f i e d  e x e c u t i v e  
score'_cuj . S e v e r a l  v e r y  q u a l i f i e d  a n d  o x p e r i e n c e d  
p e o p l e  w h o  h a v e  b e e n  f u n c t i o n i n g  as e x e c u t i v e  s e c r e t a r i e s  

o f  B o a r d s  o f  P h a r m a c y  f or  s o m e  o f  t h e  W e s t e r n  S h a l e s ,  "have 
i n d i c a t e d  a n  i n t e r e s t  to c o m e  t o  A l a s k a  a n d  a c c e p t  s u c h  
a p o s i t i o n  h e r e .  T h e i r  e x p e r i e n c e  i n  al.l a r e a s  o f  c o n t r o l l e d  
s u b s t a n c e  law a d m i n i s t r a t i o n  c o v e r s  s o m e  e i g h t  to t e n  y e a r s .  
O n c e  the p o s i t i o n  is m a n d a t e d  b y  l e g i s l a t i o n  o n e  of  t h e s e  
p e o p l e  s h o u l d  b e  b r o u g h t  o n  b o a r d  a t  t h e  e a r l i e s t  d a t e .

T h a n k y o u c o n s i d e r i n g  m y  r e m a r k s  a n d  c u  i g e s t i o n s , 
..t I may ;>c O- M a r i n e r  fiery i ce  o r  o f  a n y  h e l o  , I w i l l  
b o  g.lad to t r a v e l  to J u n e a u  a t  m y  o w n  e x o e n s a
t e s t i m o n y

r.o or t e r

J o e  L. Hciye r

P-.Ph. S e c r e t a r y  - B o a r d  o f  P h a r m a c y  

S p e a k e r  - A l a s k a  S t a t e  H o u s e  o f  Representctivi

Jalntar P.. K e r t t u l a ,  P r e s i d e n t - A l a s k a  S t a t e  S e n a t e  

W i l l i a m  S h e f f i e l d ,  G o v e r n o r  - S t a t e  o f  A l a s k a  

D i c k  L y o n ,  C o m m i s s i o n e r  D e p t  C o m m e r c e  a  E c o n o m i c  D e v c l o p m e n *
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J o h n  J. C o w d e r y
C h a i r m a n ,  L a b o r  & C o m m e r c e  C o m m i t t e e  , H o u s e  

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

R i c h a r d  I. E l i a s o n
C h a i r m a n  , L a b o r  t, C o m m e r c e  C o m m i t  tee, S e n a c e  

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

P o u c h  V  (MS 3100)
J u n e a u  , A l a s k a  9 9 3 1 1

D e a r  C h a i r m e n  Ccvrdery a n d  E l i a s o n :

f o u r  C o m m i t t e e s  v;ill b e  c o n s i d e r i n g  l e g i s l a t i o n  as 

t o  the S u n s e t  o f  t h e  B o a r d  o!: P h a r m a c y ,  a n d  i n  t h e  
p r o c e s s  ( s h o u l d  t h e  B o a r d  b e  c o n t i n u e d )  p a s s i n g  
l e g i s l a t i o n  t h a t  w o u l d  m o d i f y  o r  c h a n g e  th e  l a w s  
t h a t  mandat. -• h o w  t h e  B o a r d  w i l l  o p e r a t e  in t h e  f u t u r e .

T h e  L e g i s l a t u r e  i n  1 9 8 2  p a s s e d  t he  C o n t r o l l e d  S u b s t a n c e  

A c t  . T h e  p o r t i o n s  o f  t h a t  a c t  t h a t  d e a l  w i t h  t h e  
l e g i t i m a t e  i n d u s t r y  a r e  A S  1 7 . 3 0  a n d  A s  17 . 3 5 .  T h e  
L e g i s l a t u r e  p l a c e d  th e r e s p o n s i b i l i t y  of a d m i n i s t e r i n g  
t h o s e  s e c t i o n s  w i t h  t h e  B o a r d  o f  P h a r m a c y .  T h e s e

s e c t i o n s  , 
J a n u a r y  1 ,

A S  1 7 . 3 0  
198 3 .

at A s  1 7 , 3 5  w o n t  i n t o  e f f e c t  on

Y o u  h a v e  c o p i e s  o f  t h e  B o a r d ' s  R E P O R T  T O  T H E  L E C M S L A T U a- 

F Y }83 . T h e  r e p o r t  is v o l u m i n o u s  a n d  w i l l  n o t  b e  r e p e a t e d  

h e r e ,o t h e r  t h a n  t o  s t a t e  t h e  f a c t  t h a t  t h e  B o a r d  h a s  b e e n  
f r u s t r a t e d  b y  l a c k  o f  s u p p o r t  f r o m  t h e  a d m i n i s t r a t i o n  
a n d  f r o m  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  , i n  i ts  

d e d i c a t e d  e f f o r t  t o  i m p l e m e n t  t h e  i n t e n t  of: t h e  

L e g i s l a t u r e .

T h e  k e y  to t h e  s u c c e s s f u J  i m p l e m e n t a t i o n  o f  the law  
l i e s  i n  t h e  r e q u e s t  m a d e  by  the  B o a r d  i n v o l v i n g  the 

p e r s o n n e l  b e i n g  h i r e d  to a i d  t h e  B o a r d  i n  d o i n g  t h e  job.

T h e  B o a r d  r e q u e s t e d  , w i t h i n  t h e  b u d g e t ,  t h a t  an  e x e c u t i v e  
d i r e c t o r  b e  h i r e d  . T h e  B o a r d  P r e s i d e n t  w r o t e  b o t h  a job 
d e s c r i p t i o n  f o r  t h i s  p o s i t i o n  a n d  t h e  q u a l i f i c a t i o n s  fo r  
the job. S p e c i a l  e x e m p t i o n  i m p W s m e n t a c r o n  w a s  r e q u e s t e d  
sc tills: p o s i t i o n  c o u l d  b e  a d d e d  to t he  a p p r o p r i a t e  p e r s o n n e l  

s e c t i o n  o f  the d e p a r t m e n t  of  p e r s o n n e l .
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C o  w d e r  y  ,/E 1 i a s o n  

c a g e  2 .

M o  a c t i o n  w a s  t a k e n  b v  e i t h e r  t h e  A d m i n i s t r a t i o n  o r  th e
D i v i s i o n  of  O c c u p a t i o n a l  L i c e n s i n g  » R e s u l t  th e
i m p l e m e n t a t i o n  f l o u n d e r e d .  A i l  o f  th e l e g i t i m a t e  i n d u s t r y  
t h a t  -i.s. a l l o w e d  by  F e d e r a l  L a w  to  b e  i n v o l v e d  w i t h  
c o n t r o l l e d  s u b s t a n c e s  , a n d  >chat is l i c e n s e d  b y  t h e  F e d e r a l  

D r u g  E n f o r c e m e n t  A g e n c y  ( H E  A) s h o u l d  h a v e  b e e n  l i c e n s e d  
b y  t h e  S t a t e  of  A l a s k a  d u r i n g  c a l e n d a r  y e a r  1 9 8 3  . T h e y  
w e r e  n o t  . T h i s  ir.spite o f  a v a l i e n t  e f f o r t  b y  t h e  
B o a r d  o f  P h a r m a c y .  T h i s  s i t u a t i o n  m u s t  b e  c h a n g e d ,  e i t h e r

b y  t h e  s p e c i a l  e x e m p t i o n  r o u t e  o r  b y  l e g i s l a t i o n  e s t a b l i s h i n g  
a n  e x e c u t i v e  s e c r e t a r y  p o s i t i o n  f o r  t h e  B o a r d  o f  P h a r m a c y .

F e d e r a l  s t u d i e s  ,o b t a i n e d  b y  t h e  D e p a r t m e n t  o f  Law , s h o w  
t h a t  in e x c e s s  of  GO % o f  d r u g  r e l a t e d  d e a t h s  t h a t  
i n v o l v e  e m e r g e n c y  r o o m s  o f  h o s p i t a l s  a r e  c a u s e d  b y  d r u g s  
s e c u r e d  t h r o u g h  t h e  l e g i t i m a t e  i n d u s t r y  . T h e s e  d r u g s  
w e r e  o b t a i n e d  by a n u m b e r  o f  w a y s  a n d  i n c l u d e  a r m e d  
r o b b e r y  o f  d r u g  s t o r e s ,  b r e a k  i ns  a f t e r  h o u r s  o f  
d r u g  s t o r e s  o r  o t h e r  p l a c e s  l e g i t i m a t e l y  h a n d e l i n g  c o n t r o l l e d  
s u b s t a n c e s ,  u n s c r u p u l o u s  w r i t i n g  o f  p r e s c r i p t i o n s  b y  
pructitibnx-rsr „ f o r g e d  p r e s c r i p t i o n s  , d i s h o n e s t  
p h a r m a c i s t s  , p h y s i c i a n s ,  n u r s e s  , w a r e h o u s e m e n ,  o r  e m p l o y e e s  
o f  e s t a b l i s h m e n t s  l e g a l l y  h a n d l i n g  c o n t r o l l e d  s u b s t a n c e s .

T h e  H o a r d  of P h a r m a c y  h a s  b e e n  p r o m i s e d  c o p i e s  o f  a .11 

c o n t r o l l e d  s u b s t a n c e o r d e r fo r m s  t h a t  a r e  p r o c e s s e d  f r o m
A l a s k a ’," I F  A N D  W H E N  t h e  K o a r a  l i c e n s e s  t h e  p r a c t i t i o n e r s .

T h i s  i n f o r m a t i o n  w i l l  allot' A l a s k a  t o  d e t e r m i n e  w h e r e  th e 

c o n t r o l l e d  s u b s t a n c e s  a r e  g o i n g  a n d  a t  w h a t  v o l u m e .  P r a c t i t i o n e r s  
u s i n g  l a r g e  q u a n t i t i e s  c a n  t h e n  b e  c o s t  e f f e c t i v e l y  
i n v e s t i g a t e d  a n d  p o s s i b l e  i l l e g a l  t r a n s a c t i o n s  u n c o v e r e d  
a n d  s t o p p e d  . T h e  F e d e r a l  D E A  s n o t  n o w  d o i n g  t h i s .  T h e y  

w i l l  c o o p e r a t e  w i t h  a n y  s t a t e  to a i d  t h e  s t a t e  B U T  D E A  
F U N C T I O N  IS L A R G E L Y  W I T H  T H E  I L L E G I T I M A T E  D I S T R I B U T I O N  ,
A N D  S O  C A L L E D  S T R E E T  T R A F F I C  A N D  A I R P O R T  T R A F F I C  O F  D R U G S .
E a c h  s t a t e  is e x p e c t e d  t o  p o l i c e  its o w n  l e g i t i m a t e  i n d u s t r y ,  
a n d  t he  D E A  w i l l  s u p p l y  a n y  i n f o r m a t i o n  that, w i l l  a i d  t h e  
s t a t e  , p i o v i d i n g  a l i c e n s i n g  p r o c e e d u r e  is e s t a b l i s h e d .

In c l o s i n g  , m a y  I s u g g e s t  t h a t  t h e  l e g i s l a t u r e  w r i t e  the 
n e c e s s a r y  l e g i s l a t i o n  e s t a b l i s h i n g  a n  e x e c u t i v e  s e c r e t a r y  

to  f u n c t i o n  u n d e r  th e  d i r e c t i o n  o f  t h e  B e a r d  o f  P h a r m a c y
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p a g e  3
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cxO t h e  o r i g i n a l  i n t e n t  o r  t h e  13 82 L e g i s l a t u r e  c a n  
b e  e f f e c t i v e l y  c a r r i e d  out .

ho a roi.no>. r o a r i  or P h a r m a c y  m e m D e r  o f  r o n e  s e v e n t e e n  
y e a r s  a n o  a s  a-r e s i d e n t  or i n e  iJosrd tor m u c h  o f  there time,

I a m  c o n c e r n e d  t h a t  A S  1 7 . 3 0  & A S  1 7 . 3 5  b e  i m p l e m e n t e d
a s r a p i o l y  a n d  as  c o s t  e f f e c t i v e l y  as p o s s i b l e .

T h e  A d m i n i s t r a t i o n  h a s  r e m o v e d  o n e  e x p e r i e n c e d  m e m b e r  f r o m  
t h e  B o a r d , a n d  h a s  tolcl t h e  B o a r d  t h r o u g h  h i s  s t a f f ,  t h a t  
n o  m e m b e r s  w i l l  b e  r e a p p o i n t e d  at  th e  e x o i r a t i o n  of 
t h e i r  t e r m s  ,w h e t h e r  p a r t i a l  o r  c o m p l e t e  te rm s.  T h e  m a t e  
u p  of  t h e  f u t u r e  B o a r d  , w h e n  t h e  p r e s e n t  S e c r e t a r y  is 

r e p l a c e d  in a f e w  m o n t h s  , w i l l  b e  m o s t l y  n e w  i n e x p e r i e n c e d  
p e o p l e  . N o  m a t t e r  h e w  d e d i c a t e d  t h e s e  p e o p l e  m a y  be, 
it. w i l l  t a k e  t i m e  f o r  t h e m  to b e  e f f e c t i v e  m e m b e r s .  T h e y  

w i l l  d e s p e r n t l y  n e e d  an e x p e r i e n c e d  a n d  Q u a l i f i e d  e x e c u t i v e  
s e c r e t a r y  . S e v e r a l  v e r y  q u a l i f i e d  a n d  e x p e r i e n c e d  

p e o p l e  w h o  h a v e  b e e n  f u n c t i o n i n g  as e x e c u t i v e  s e c r e t a r i e s  
o f  B o a r d s  o f  P h a r m a c y  l o r  s o m e  o f  t h e  W e s t e r n  S t a t e s ,  h a v e  
i n d i c a t e d  a n  i n t e r e s t  tc c o m e  t o  A l a s k a  a n d  a c c e p t  s u c h  

a p o s i t i o n  h e r e .  T h e i r  e x p e r i e n c e  i n  a l l  a r e a s  o f  c o n t r o l l e d  
s u b s t a n c e  lav; a d m i n i s t r a t i o n  c o v e r s  s o m e  e i g h t  to t e n  ye ar s,  
O n c e  t h e  p o s i t i o n  is m a n d a t e d  b v  l e g i s l a t i o n  o n e  o f  t h e s e  
p e o p l e  s h o u l d  be  b r o u g h t  o n  b o a r d  at  t h e  e a r l i e s t  d a t e .

T h a n k  y o u  
If X m a v  t

for c o n s i d e r i n g  m y  r e m a r k s  a n d  s u g g e s t i o n s ,  
b e  o f  f u r t h e r  s e r v i c e  o r  o f  a n y  h e l p  , I w i l l  

b e  g l a d  to tr ave l to J u n e a u  a t  m y  o w n  e x p e n s e  to 
t e s t i m o n y

o f f e r

E l d o n  v . U l m e r ,  R . P h .

l.Oi x. C h a r l e s  R u s h  , ... Hi. S e c r e t a r y  “-Boa.rd o f  P h a r m a c v

J o e  L. H a y e s ,  S p e a k e r  - A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t e d  

J a l m a r  M. K e r t t u l a ,  President-A.la.ska S t a r e  S e n a t e  

h i i l i a m  S h e f f i e l d ,  G o v e r n o r  - S t a t e  o f  A l a s k a  

D i c k  L y o n ,  C o m m i s s i o n e r  D e p t  C o m m e r c e  c E c o n o m i c  D e v e l o p m e n



uunsL

Lokeside Moll • 0O» 520
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ULMER REXALL & TRUE VALUE HARDWARE

415 West 5m -P.O. Box 1420 
Anchorage. Alaska 99510 • (907) 277-2567

ANCHORAGE PROFESSIONAL PHARMACY
2841 DeBorr Rd.. Suite *225 • Box 1420 
Anchorage. Alaska 99510 • (907)264-1650

DOWNTOWN REXALL DRUG
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H o n o r a b l e  J o h n  J. C o w d e r y  
R e p r e s e n t a t i v e  . . . . D i s t r i c t  8 
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100)
J u n e a u  , A l a s k a  9 9 8 1 1

D e a r  J o h n :

1 a m  e n c l o s i n g  t h e  R E P O R T  T O  T H E  L E G I S L A T U R E  f o r  
F Y  83 b y  t h e  B o a r d  of P h a r m a c y .  E x c e p t  f o r  p a r t
2 a n d  3 , I p r e p a r e d  t h e  w h o l e  t h i n g .

T h e  r e p o r t ,  a l o n g  w i t h  t h e  A d d e n d u m s ,  w i l l  g i v e  y o u  

t h e  s t o r y .

I a m  o f f  t h e  b o a r d  , as I t o l d  y o u  . F i r e d  b y  t h e
G o v e r n o r  o n  a t r u m p e d  u p  e x c u s e  t h a t  I h a d  b e e n
a p p o i n t e d  i l l e g a l l y  b y  H a m m o n d .  I a m  j u s t  as i n t e r e s t e d  
n o w  ,as w h e n  I w a s  o n  t h e  b o a r d  , in m a k i n g  s u r e  t h e  
i n t e n t  o f  t h e  L e g i s l a t u r e  is c a r r i e d  o u c  a n d  t h a t  t h e  
C o n t r o l l e d  S u b s t a n c e  A c t  A S  1 7 . 3 0  a n d  c o m p a n i o n  
a c t  A S  1 7 . 3 5  is i m p l e m e n t e d .  T h e  p r e s e n t  a d m i n i s t r a t i o n  
h a s  d o n e  a l m o s t  n o t h i n g  to h e l p  t h e  B o a r d  o f
P h a r m a c y  g e t  t h i s  i m p o r t a n t  p i e c e  o f  l e g i s l a t i o n
i n  p l a c e  a n d  f u n c t i o n i n g .

I w o u l d  l i k e  t o  t e s t i f y  o n  b e h a l f  o f  m y s e l f ,  a s  to 
t h e  n e e d  t o  c o n t i n u e  t h e  B o a r d  o f  P h a r m a c y  a n d  to

t h e  u r g e n c y  o f  a n  e a r l y  i m p l e m e n t a t i o n  of As 1 7 . 3 0  a n d
A S  1 7 . 3 5  , b y  t h e  B o a r d  a s  w a s  i n t e n d e d  b y  t h e

e n a c t m e n t  o f  t h e  l e g i s l a t i o n .

P l e a s e  l e t  m e  k n o w  w h e n  y o u  p l a n  h e a r i n g s  a n d  w h e r e  
t h e y  w i l l  b e  h e l d .  T h e  w o r d  I h a v e  n o w  is t h a t  y o u  

w i l l  b e  a d d r e s s i n g  t h e  S u n s e t  o f  t h e  B o a r d  o n  
M a r c h  8 , 1 9 8 4  , i n  J u n e a u .  If th is  d a t e  a n d  p l a c e
is c o r r e c t  , p l e a s e  let m e  k n o w  t i m e  o f  d a y  a n d  
p l a c e  in J u n e a u ,  o r  w h e r e  e v e r  , t h a t  t h e  h e a r i n g s  
w i l l  b e  h e l d .

G o o d  t a l k i n g  t o  y o u  in A n c h o r a g e  l a s t  w e e k  end. T h a n k s  
f o r  y o u r  h e l p .

EN C L :  R e p o r t  t o  L e g i s l a t u r e



R e p o r t  t o th e  L e g i s l a t u r e  F Y  ' 83. 

S u b m i t t e d  A u g u s t  11 , 1 9 8 3

.B O A R D  O F  P H A R M A C Y

CONTENTS:

1 . C o v e r  L e t t e r  . U L M E R

2 . N a r r a t i v e  S t a t e m e n t . S O D E N

3. S t a t i s t i c a l  O v e r v i e w  . B R A N S O N

4. R e v i e w  o f  p r i o r  y e a r s  o b j e c t i v e s  . U L M E R

5. G o a l s  a n d  O b j e c t i v e s  f o r  F Y ' 84 U L M E R

6 . B u d g e t  R e c o m m e n d a t i o n s  . U L M E R

A d d e n d u m ilr 1 : U l m e r  l e t t e r  t o  T r e a g g e r 5 M a r c h 1 9 0 3

A d d e n d u m L
.if 2 : G o v e r n o r ' s  l e t t e r  t o  U l m e r 28 M a r c h 1983

A d d e n d u m ji 3 : L a w s o n  l e t t e r  to T r e a g e r 13 A p r i l 1 9 8 3

( c o v e r  l e t t e r  T r e a g e r  to U l m e r ) 15 J u n e 1 9 8 3

A d d e n d u m nir 4 : T r e a g e r  l e t t e r  to U l m e r 29 J u l y 19 83

A d d e n d u m u:r 5 : N o t i c e  o f  P r o p o s e d  R e g u l a t i o n
c h a n g e s 13 J u l y 1983

T h i s  is a F Y  '84 a c t i o n  i t e m  , b u t  s h o w n  h e r e  a s  t h e s e  r e g u l a t i o n s  
w e r e  r e v i e w e d  in F Y  1 83 & p a s s e d  a t  a F Y  '83 b o a r d  m e e t i n g .
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B o a r d  o f  P h a r m a c y
P O U C H D
JUNEA U, ALASKA 59011 
PHONE: (007) 465-0334

A u g u s t  11 , 1 9 8 3

Mr. H a r r y  D. T r e a g e r  

D i r e c t o r

D i v i s i o n  o f  O c c u p a t i o n a l  

L i c e n s i n g  
D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t  

P o u c h  D
J u n e a u  , A l a s k a  9 9 8 1 1  

D e a r  M r.  T r e a g e r :

In c o m p l i a n c e  w i t h  A S  37 a n d  A S  08 a n d  o n  b e h a l f  o f  

t h e  B o a r d  o f  P h a r m a c y  , I a m  s u b m. 't ti ng  t h e  e n c l o s e d  
A n n u a l  R e p o r t  c o n c e r n i n g  t h e  b o a r d ' s  a c t i v i t i e s  a n d  

a c c o m p l i s h m e n t s  f o r  F i s c a l  Y e a r  19 83.

In c o m p l i a n c e  w i t h  A S  37 a n d  s p e c i f i c a l l y  w i t h  

A S  0 8 . 8 0 . 0 4 0  (4) , a n d  o n  b e h a l f  o f  t h e  B o a r d

o f  P h a r m a c y  , p l e a s e  s u b m i t  t h i s  r e p o r t  to t h e  

L e g i s l a t u r e .

S h o u l d  t h e r e  b e  a n y  q u e s t i o n s  c o n c e r n i n g  t h i s  r e p o r t ,  

p l e a s e  f e e l  f r e e  t o  c o n t a c t  m e  . T h a n k  y o u .

E l d o n  R. U l m e r , R . P h .
P r e s i d e n t

B o a r d  o f  P h a r m a c y

E n c l o s u r e  A  s i x  p a r t  r e o o r t  w i t h  t he  i n c l u s i o n  o f  
/ ' f i v e  a d d e n d u m s .

H 8 L H



N a r r m i v e  ̂  S t a t e m e n t p r e p a r e d  a n d  s u b m i t t e d  b y  
M a r g a r e t  S o d e n  R T p h . ,  S e c r e t a r y  o f  t h e  B o a r d  

• f o r  F Y  '83

(

<
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F Y ' 8 3  w a s  a s i g n i f i c a n t  y e a r  f o r  t h e  A l a s k a  B o a r d  o f  P h a r m a c y .

N o t  o n l y  d i d  w e  h a v e  o u r  u s u a l  n u m b e r  o f  r e q u e s t s  f o r  i n f o r m a t i o n ,  
a p p l i c a n t s  f o r  l i c e n s u r e ,  a n d  g e n e r a l  B o a r d  b u s i n e s s  t o  c o n d u c t  at 
e a c h  m e e t i n g ,  b u t  t h e  A l a s k a  C o n t r o l l e d  S u b s t a n c e s  A c t  b e c a m e  e f f e c t i v e  
o n  J a n u a r y  1 , 1 9 3 3 .  T h e  A c t  i m p a c t s  o u r  B o a r d  t o  a g r e a t  e x t e n t  i n  
t h a t  w e  are t h e  r e s p o n s i b l e  a d m i n i s t r a t o r  of  T i t l e  17, C h a p t e r  30, 

R e g u l a t i o n  o f  M a n u f a c t u r e ,  D i s t r i b u t i o n ,  P r e s c r i p t i o n  a n d  D i s p e n s i n g  
of  C o n t r o l l e d  S u b s t a n c e s  a n a  T i t l e  17, C h a p t e r  35, M a r i j u a n a  T h e r a p e u t i c  
R e s e a r c h  P r o g r a m .  j

B e c a u s e  T i t l e  17 d i d  n o t  b e c o m e  e f f e c t i v e  u n t i l  J a n u a r y  1, 1933, 

w e  c o u l d  n o t  a c t u a l l y  b e g i n  w o r k i n g  o n  o u r  d u t i e s  as o u t l i n e d  in 

t h e  t w o  S e c t i o n s  c i t e d  a b o v e .  W e  did, h o w e v e r ,  d o  m u c h  p r e l i m i n a r y  
w o r k  in a s c e r t a i n i n g  h o w  b e s t  w e  c o u l d  h a n d l e  s t a t e  r e g i s t r a t i o n  of  

F e d e r a l  D r u g  E n f o r c e m e n t  A d m i n i s t r a t i o n  (DEA) r e g i s t r a n t s  ( e s t i m a t e d  

to  b e  1 0 00 - 2000  in n u m b e r ) ,  t h e  p r o c e d u r e  f or  o b t a i n i n g  t h e r a p e u t i c  
m a r i j u a n a  for t h e  r e s e a r c h  p r o g r a m ,  s e e k i n g  o u t  p h y s i c i a n s  t o  s e r v e  

o n  t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  e s t a b l i s h e d  i n  S e c t i o n  35, 
a n d  a n u m b e r  o f  m i s c e l l a n e o u s  a d m i n i s t r a t i v e  d e t a i l s .

In A p r i l  1 9 8 3  t h e  R e g u l a t i o n s  S p e c i a l i s t  b u d g e t e d  t o  w o r k  w i t h  

t h e  B o a r d  w a s  h i r e d .  A t  o u r  J u n e  1 9 8 3  m e e t i n g  s h e  p r e s e n t e d  r e g­

u l a t i o n s  for  t h e  s t a t e  r e g i s t r a t i o n  o f  all  A l a s k a n  D E A  l i c e n s e  
h o l d e r s  a n d  f o r  t h e  M a r i j u a n a  T h e r a p e u t i c  R e s e a r c h  P r o g r a m ' s  P a t i e n t  

Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e .  w i t h  s o m e  c h a n g e s ,  t h e  r e g u l a t i o n s  w e r e  
a p p r o v e d  an d  a r e  n o w  in t h e  " n o t i c e  a n d  h e a r i n g 1 p h a s e .  W e  a r e  

h o p e f u l  t h e y  w i l l  b e  a d o p t e d  b e f o r e  N o v e m b e r  o r  D e c e m b e r  s o  w e  c a n  
b e g i n  r e g i s t r a t i o n  a n d  o f f i c i a l l y  a p p o i n t  t h e  f o u r  p h y s i c i a n s  w h o  

h a v e  a g r e e d  to s e r v e  o n  t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e .  *
In g e n e r a l  b u s i n e s s  o f  t h e  B o a r d  t h i s  y e a r  we:

1. C o m p l e t e d  i n s p e c t i o n  o f  a l l  p h a r m a c i e s ,  d r u g  r o om , h o s p i t a l  
p h a r m a c i e s  a n d  n u r s i n g  h o m e  d r u g  r o o m s  w i t h  t h e  e x c e p t i o n  o f  t h o s e  in  
S e w a r d ,  G l e n a l l e n  a n d  S e l d o v i a .  W e  a l s o  f o l l o w e d  u p  o n  v i o l a t i o n s  
o b s e r v e d  in p r i o r  i n s p e c t i o n s  s u c h  as s e c u r i t y  in t w o  r e t a i l  p h a r m a c i e s  
a n d  g e n e r a l  p h y s i c a l  c o n d i t i o n s  i n  o n e  A n c h o r a g e  p h a r m a c y .

2 . O b s e r v e d  n o n - c o m p l i a n c e  w i t h  p r e s c r i p t i o n  a d v e r t i s i n g  

r e g u l a t i o n s  ii a F a i r b a n k s  p h a r m a c y ,  c o r r e s p o n d e d  w i t h  t h e  o u t l e t  in 
q u e s t i o n  a n d  t h e  p r o b l e m  wa s  r e s o l v e d .

3. R e w r o t e  s e v e r a l  q u e s t i o n s  o n  o u r  J u r i s p r u d e n c e  e x a m  to 

i n c l u d e  t h e  C o n t r o l l e d  S u b s t a n c e s  S t a t u t e  a n d  M a r i j u a n a  P r o g r a m .

4. A p p r o v e d  a f o r m  for t h e  r e p o r t i n g  o f  C o n t i n u i n g  E d u c a t i o n  
t h a t  w i l l  b e  r e q u i r e d  o f  p h a r m a c i s t s  w i t h  t h e i r  J u n o  1 9 8 4  r e n e w a l s .

5. A s k e d  t h a t  u p d a t e d  s t a t u t e  b o o k s  b e  s e n t  t o  a l l  licensee*!
T h i s  r e q u i r e d  t w o  p r i n t i n g s  s o  is in p r o g r e s s .

6 . S o u g h t  a n d  h a d  p r e l i m i n a r y  a p p r o v a l  f o r  t h e  B o a r  a  t o  

p a r t i c i p a t e  in t h e  N a t i o n a l  A s s o c i a t i o n  o f  B o a r d s  o f  P h a r m a c y  (K A 8P ) 
F o u n d a t i o n ' s  n e w s l e t t e r  p r o g r a m .  T h i s  n e w s l e t t e r  is p u b l i s h e d  
q u a r t e r l y  w i t h  t w o  p a g e s  of F e d e r a l  r e g u l a t i o n s  n e w s  a n d  t w o  p a g e s  o f  

s t a t e  n e w s .  It is a v e r y  w o r t h w h i l e  a n d  t i m e l y  p u b l i c a t i o n .  T h e  D O L  
f e l t  i't w o u l d  b e  m o r e  c o s t  e f f e c t i v e  t o p u b l i s h  a n e w s l e t t e r ^  l o c a l l y  

s o  w i t h d r e w  a p p r o v a l .  H o w e v e r  n o  s t a t e  p u b l i c a t i o n  h a s  b e e n  d o n e  

s i n c e  F a l l  1 9 8 1  w i t h  t h e  e x c e p t i o n  o f  a v e r y  s h o r t  s e v e r a l  p a r a g r a p h  
l e t t e r  s e n t  t o  l i c e n s e e s  in e a r l y  1982 . A l t h o u g h  $ 1 0 0 0  w a s  b u d g e t e d  
for  F Y ' 8 3 ,  n o  n e w s l e t t e r  t y p e  c o m m u n i c a t i o n  f r o m  t h e  D O L  o r  B o a r d  o f  
P h a r m a c y  w a s  s e n t  t o  l i c e n s e e s .

7. H e l d  a j o i n t  m e e t i n g  w i t h  t h e  M e d i c a l  a n d  N u r s i n g  B o a r d s  i n  

F e b r u a r y  1983  i n  w h i c h  w e  d i s c u s s e d  m a t t e r s  o f  c o m m o n  i n t e r e s t .  O n e  

m a t t e r  o f  p a r t i c u l a r  c o n c e r n  w a s  t h e  e m e r g e n c y  r o o m  d i s p e n s i n g  o f  . 1)Acn 
c o n t r o l l e d  s u b s t a n c e s  o n  w e e k e n d s ,  e v e n i n g s  o r  at o t h e r  t i m e s  wh-irch 

t h e  p h a r m a c i s t  o r  p h a r m a c i s t / c c n s u  l t a n t  is n o t  a v a i l a b l e .  Th4-s— irs*=a
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T h i s  is a s p e c i a l  p r o b l e m  t. hr o u g h o u t  A l a s k a .  D E A  h a d  a p r o p o s e d  
r u l e  c h a n g e  w h i c h  w o u l d  h a v e  a l l o w e d  e m e r g e n c y  c o n t r o l l e d  s u b s t a n c e s  
tc. b e  i n  s u c h  s i t u a t i o n s ,  b u t  n a t i o n a l l y  it  m e t  w i t h  a
g r e a t  d e a l  o f  o p p o s i t i o n .  W e  v/ere t h e  " c r y  in t h e  w i l d e r n e s s "  in 
f a v o r .  D E A  h a s  n o w  d r o p p e d  t h e  w h o l e  i d e a .  T h e  A l a s k a  B o a r d  cf  
P h a r m a c y  c a n n o t  w r i t e  r e g u l a t i o n s  c o u n t e r  t o  F e d e r a l  l a w  s o  t h e  

p r o b l e m  w i l l  r e m a i n .
8 . R e v i e w e d  s e v e r a l  r e q u e s t s  f r o m  i n d i v i d u a l s  a n d  g r o u p s  

fo r  a p p r o v a l  o f  C o n t i n u i n g  E d u c a t i o n  p r o g r a m s  n o t  s t r i c t l y  m e e t i n g  

t h e  re q v. ir e m e n t s  o f  o u r  r e g u l a t i o n s .  •

9. R e c e i v e d  a f a v o r a b l e  o p i n i o n  f r o m  A t t o r n e y  G e n e r a l ,  W i l s o n  

C o n d o n ,  c o v e r i n g  o u r  B o a r d ' s  d e s i r e d  p o l i c y  r e g a r d i n g  i n v e s t i g a t i o n s  

h a n d l e d  b y  DOL-i'
10. A t t e m p t e d  t o  c o m e  t o  s o m e  u n d e r s t a n d i n g  w i t h  t h e  A l a s k a  

D e n t a l  S o c i e t y  a n d  t h e  B o a r d  o f  D e n t a l  E x a m i n e r s  r e l a t i n g  to  t h e  

p r a c t i c e  b y  s o m e  d e n t i s t s  o f  w r i t i n g  p r e s c r i p t i o n s  o u t s i d e  t h e i r
a r e a  o f  e x p e r t i s e .  M a n y  p h a r m a c i s t s  w e r e  r e f u s i n g  t o  f i l l  p r e s c r i p t i o n s  
f o r  n o n - d e n t a l  r e l a t e d  c o n d i t i o n s  a n d  s o m e  t e n s i o n  w a s  t h e  r e s u l t .

11. A c t e d  o n  p r o p o s a l  o r  l e g i s l a t i o n  o f  i n t e r e s t  e i t h e r  as 

a B o a r d  o r  i n d i v i d u a l l y .  S o m e  o f  t h e m  w e r e :
a. A l a s k a  C e d e  R e v i s i o n - d i d  n o t  s u p p o r t  as c u r r e n t l y  

w r i t t e n .
H B  10 I m i t a t i o n  C o n t r o l l e d  S u b s t a n c e s - s u p p o r t e d  w i t h  

q u a l i f i c a t i o n .

H B  225 U s e  o f  D r u g s  b y  O p t o m e t r i s t s - d i d  n o t  s u p p o r t  as 

w r  i 1 1  e n .
P r o p o s e d  c h a n g e  in r e g u l a t i o n s  r e g a r d i n g  " k e y s  t c  a 

p h a r m a c y ."
R e p e a l e d  s e v e r a l  C E  r e g u l a t i o n s - a  " h o u s e k e e p i n g "  

m e a s u r e .
12. B e g a n  p r e p a r i n g  fo r  S u n s e t  R e v i e w  in  1 9 8 4 .  C a r o l  C a r r o l l ,  

L e g i s l a t i v e  A u d i t ,  a t t e n d e d  o u r  F e b r u a r y  1 9 8 3  m e e t i n g  a n d  w e  d i s c u s s e d  

s e v e r a l  a c t i v i t i e s  a n d  q u e s t i o n s  s h e  h a d  w i t h  r e g a r d  t o  P h a r m a c y  B o a r d  

p o l i c y  or p r o c e d u r e .  W e  i n d i v i d u a l l y  r e c e i v e d  a n d  r e s p o n d e d  to  

" I n t e r i m  L e t t e r  No. 1" f r o m  t h e  C o m m i t t e e .
C u r  p r i m a r y  c o n t i n u i n g  c o n c e r n  is w i t h  t h e  n e e d  to p r o c e e d  

w i t h  i m p l e m e n t a t i o n  o f  T i t l e  17, S e c t i o n s  3 0  a n d  35 w i t h  a l l  d u e  h a s t e .  

O v e r  s e v e n  m o n t h s  h a v e  p a s s e d  a n d  l i t t l e  c o n c r e t e  p r o g r e s s  a p p e a r s  t o  
h a v e  b e e n  m a d e .  W e  a r e  p a r t i c u l a r i l y  c o n c e r n e d  w i t h  t h e  s t a f f  
b u d g e t e d  t o  p u t  T i t l e  17, S e c t i o n s  3 0  a n d  35 i n t o  e f f e c t .  T h e  B o a r d  
w a s  b u d g e t e d  f o r  t w o  R e g u l a t i o n s  S p e c i a l i s t s  a n d  t w o  I n v e s t i g a t o r s .

^ 1 v.-u-v s t r c n o i v  th«t two R e g u l a t i o n s  S o e c i a l i s t s  are no t n e e d e d

b.

c.

d.

e.

V.'e f e e l  v e r y  s t r o n g l y  t h a t  
n o r  a r e  t w o  I n v e s t i g a t o r s  n e e d e d  to d o  t h e  w o r k  o u r  p o r t i o n  o f  T i t l e  17 
r e q u i r e s .  W e  h a v e  r e q u e s t e d  o n  s e v e r a l  o c c a s i o n s  t h a t  t h e  o n e  
R e g u l a t i o n s  S p e c i a l i s t  a n d  o n e  I n v e s t i g a t o r  p o s i t i o n s  b u d g e t e d  (b ut  

u n f i l l e d  to  t h i s  d a t e )  b e  s o m e h o w  c h a n g e d  to  e n c o m p a s s  an  " e x e c u t i v e  

s e c r e t a r y / i n s p e c t o r "  .(var io us t i t l e s  m a y  b e  u s e d )  t y p e  p e r s o n  w h o  w o u l d  
d i r e c t l y  a t t e n d  to t h e  a d m i n i s t r a t i v e  d u t i e s  w o  a r e  n o w  r e q u i r e d  to 

h a n d l e .  O u r  l i c e n s i n g  e x a m i n e r  c a n n o t  b e  e x p e c t e d  t o  f u l f i l l  t h e s e  
f u n c t i o n s  a l o n g  w i t h  h e r  o t h e r  d u t i e s .  It is i m p o r t a n t  t h a t  t h i s  
p o s i t i o n  b e  f i l l e d  b y  s o m e o n e  f a m i l i a r  w i t h  p h a r m a c y  n o m e n c l a t u r e , '  

p h a r m a c y  p r o c e d u r e s ,  t h e  a d m i n i s t r a t i o n  o f  a C o n t r o l l e d  S u b s t a n c e s  A c t  
a n d  M a r i j u a n a  P r o g r a m ,  a n d  b e  a b l e  t o  h a n d l e  a n d  r e v i e w  t h e  r e g i s t r a t i o n  

o f  1 0 0 0  t o  2 0 0 0  A l a s k a  C o n t r o l l e d  S u b s t a n c e s  l i c e n s e e s  es  a y e a r  long,  

o n  g o i n g  p r o c e s s .  T h i s  p e r s o n  c o u l d  a l s o  s e r v e  as a n  i n s p e c t o r  s i n c e  

t h a t  a c t i v i t y  w i l l  i n c r e a s e  w i t h  t h e •i m p l e m e n t a t i o n  o f  T i t l e  17. T h i s
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w o u l d  a l s o  r e l e a s e  t h e  P h a r m a c y  B o a r d  m e m b e r s  f r o m  an  i n s p e c t i o n  

function' w h i c h  t h e y  d o  as p e r s o n a l  t i m e  a n d  f u n d s  a l l o w .  F o r  a m o r e  
c o m p l e t e  d i s c u s s i o n ,  s e e  t h e  a t t a c h e d  l e t t e r  a n d  r e v i e w  o f  t h e  E o a r d ' s  
p o s i t i o n  w r i t t e n  b y  M r .  E l d o n  U l m e r ,  C h a i r m a n ,

T h e  s e c o n d  m a j o r  c o n c e r n  is f o r  s o m e  s o r t  o f  t i m e l y  p u b l i c a t i o n  

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

D r a c t i c e  o f  t h e  p h a r m a c y  p r o f e s s i o n  in  t h i s  s t a t e ,  s o m e  m e a n s  of  
c o m m u n i c a t i o n  is v i t a l .  T h e  B o a r d  w o u l d  p r e f e r  p a r t i c i p a t i o n  in 
t h e  N A E ?  p r o g r a m  s i n c e  it e n c o m p a s s e s  b o t h  F e d e r a l  a n a  s t a t e  a c t i v i t i e s .  

S i n c e  m a n y  o t h e r  s t a t e s  p a r t i c i p a t e  i n  t h e  p r o g r a m ,  t h e  c o s t  o f  

p u b l i c a t i o n  is s h a r e d .  T i m e l y  c o m m u n i c a t i o n  t o  l i c e n s e e s  is t h e  k e y  

t o  o u r  c o n c e r n  a n d  i n  F Y  '83 t h e r e  w a s  n o n e . ,  w e  a r e  h o p e f u l  t h e  $ 1 0 0 0  
w e  i n c l u d e d  in 3 u d g e t  F Y '84 fo r a n e w s l e t t e r  w i l l  b e  u s e d  t o  a c h i e v e  

t h i s  g o a l .
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T h e  B o a r d  o f  P h a r m a c y  e n u m e r a t e d  e i g h t  o b j e c t i v e s  f o r  FY  '83. 

S e v e r a l  o f  t h e s e  h a v e  b e e n  d i s c u s s e d  p r e v i o u s l y  in t h e  
" - N a r r a t i v e  S t a t e m e n t  " b u t  w i l l  b e  r e p e a t e d  h e r e  to c o m p l y  
w i t h  t h e  r e q u e s t e d  f o r m a t .  T h e  e i g h t  o b j e c t i v e s  w e r e :

j
1. I n s p e c t  all p h a r m a c i e s  l i c e n s e d  u n d e r  t h e  B o a r d  o f

P h a r m a c y  J u r i s d i c t i o n . T h e  b o a r d ' s  a c t i v i t y  as to i n s D e c t i o n s  
w a s  l i m i t e d  d u e  to l a c k  o f  f u n d s  a n d  t i m e .  T h e  b o a r d  r e a l i z e d  

t h a t  th e  i m p l e m e n t a t i o n  o f  its  r e s p o n s i b i l i t i e s  u n d e r  A S  30 

a n d  A S  35 w o u l d  m a k e  it i m p o s s i b l e  to  i n s p e c t  a l l  p h a r m a c i e s .  

T h e  b o a r d  d e c i d e d  to f o l l o w  u d  i n  o r o b l e m  a r e a s  t h a t  

w e r e  r e v e a l e d  in th e m a s s i v e  i n s p e c t i o n s  c o n d u c t e d  in F Y  '81 

a n d  F Y  '82. A l m o s t  a l l  p h a r m a c i e s  h a d  b e e n  i n s p e c t e d  in t h o s e  

t w o  y e a r s .  T h i s  w o u l d  d e l a y  th e n e x t  s t a t e w i d e  i n s p e c t i o n  o f  
p h a r m a c i e s  u n t i l  FY  '84, r a t h e r  t h e n  to S D e n d  f u n d s  t h a t  
m i g h t  j e o p a r d i z e  t h e  b o a r d s  f i s c a l  a b i l i t y  to  c o n d u c t  th e  
t h r e e  b o a r d  m e e t i n g s  p r o g r a m e d  f o r  '83. T h e  p r o b l e m  a r e a
f o l l o w  u p  r e v e a l e d  t h a t  th e i n s t a l l a t i o n  o f  a s i n k  in o n e  
p h a r m a c y  h a d  b e e n  a c c o m p l i s h e d  , t h a t  a d e q u a t e  s e c u r i t y  o f  
t h o s e  p h a r m a c i e s ( w h o  c l o s e d  t h e i r  p r e s c r i p t i o n s  d e p a r t m e n t s -  

w h e n  o t h e r  a r e a s  o f  t h e  s t o r e  w e r e  o D c n )  h a d  b e e n  a c c o m p l i s h e d ,  

a n d  t h a t  h o u s e  k e e p i n g  m e a s u r e s  h a d  b e e n  i m p r o v e d  in 
t h o s e  a r e a s  w h e r e  a d e q u a t e  c l e a n l i n e s s  h a d  b e e n  f o u n d
to b e  b e l o w  a p p r o v e d  s t a n d a r d s .

2. E s t a b l i sh c o n t i n u i n g e d u a c t ion ■thod o f  r e p o r t i n g  a n d

a u d i t i n g fo r 3 . c e n s u r e  r e q u i r e m e n t s  fo r  1 9 84. T h e  b o a r d  
a d o p t e d  t h e  r e p o r t i n g  a n d  a u d i t i n g  s y s t e m  d e v e l o p e d  by  

S i d  F ry , R. Ph .,  p r o f e s s i o n a l  m e m b e r  ol: t h e  board, f r o m  

S i t k a .  A  f o r m  w a s  a p p r o v e d  , t o  b o  m a i l e d  w i t h  t h e  l i c e n s e  
r e n e w a l  s t a t e m e n t .  P h a r m a c i s t s  w i l l  b e  r e q u i r e d  to s u b m i t

t he c o m p l e t e d  f o r m  , s h o w i n g  t h e y  h a v e  c o m p l e t e d  the 

r e q u i r e d  n u m b e r  o f  c o n t i n u i n g  e d u c a t i o n  h o u r s ,  w i t h  t h e  

u n d e r s t a n d i n g  t h a t  a s p o t  c h e c k  s y s t e m  o f  t h o s e  h o u r s  

w i l l  b e  c o n d u c t e d  .

3. M eet t h e  r e q u i r e m e n t s o f  t he  C o n  t r o l l e d  S u b s t- n e e A c t______
A S  J 0~"ah  d T h e  M a  r i i u a n a T h e r a p e u t i c  _ R e s e a r c h P r o g r a m

S t a t u t e  A S  35 . T h e s e  t w o  s t a t u t e s  , a l t h o u g h  p a s s e d  b y
t h e  l e g i s l a t u r e  in 1 9 8 2 ,  d i d  no t g o  i n t o  e f f e c t  u n t i l  

J a n u a r y  1 ,1 98 3.  T h e r e  w e r e  n o  f u n d s  a v a i l a b l e  for  h a l f  
o f  F Y  '83 for  the  i m p l e m e n t a t i o n  o f  th e s t a t u t e s  . T h i s  

c r a m m e d  a l l  e f f o r t  b y  t h e  b o a r d  i n t o  the  s i x  m o n t h  p e r i o d  

f r o m  J a n u a r y  1 , 1 9 8 3  u n t i l  J u n e  30 , 19 8 3 .  T h e  b o a r d  

wa=> a w a r e  o f  t h i s  a n d  s p e n t  m a n y  h o u r s  i n d i v i d u a l l y  , 
a n d  c o l l e c t i v e l y  , p r i o r  to  the f i r s t  m e e t i n g  o f  t h e  
b o a r d  in F e b r u a r y  o f  1 9 8 3  , p r e p a r i n g  p r o p o s e d  r e g u l a t i o n s  

s o  t h a t  a r u n n i n g  s t a r e  c o u l d  b e  m a d e  at  t h e  F e b r u a r y  
m e e t i n g .  P a g e s  o f  t h e s e  p r o p o s a l s  w e r e  p r e p a r e d  b y  t h e  . 

p r e s i d e n t  o f  th e  b o a r d  a n d  b r o u g h t  to t h e  F e b r u a r y  
m e e t i n g .  T h e  b o a r d  h a d  r e q u e s t e d  t h a t  a r e p r e s e n t a t i v e  

f r c m  th e A t t o r n e y  G e n e r a l ' s  o f f i c e  a n d  a r e p r  s e n t a t i v e  
f r c m  t h e  S p e c i a l  P r o s e c u t o r ' s  O f f i c e  b e  in a t t  id an ce  a t  

the; F e b r u a r y  m e e t i n g .  T h i s  r e q u e s t  w a s  g r a n t e d  a n d  t h e s e  

t w o  p r o f e s s i o n a l s  w e r e  v e r y  h e l p f u l  in th e  a r e a  o f  
r e g u l a t i  o n s .



( c o n t i n u e d )

T h e  m a n y  p a g e s  o f  p r o p o s e d  r e g u l a t i o n s  p r e s e n t e d  b y  

t h e  p r e s i d e n t  o f  t h e  b o a r d ,  w e r e  c o n s i d e r e d  i n  d e p t h  

b y  t h e  b o a r d .  I t  w a s  a g r e e d  t h a t  t h i s  w a s  a s t a r t i n g  
p o i n t  , b u t  t h a t  m a n y  m o r e  p a g e s  w o u l d  b e  n e c e s s a r y  
b e f o r e  a l l  s u b j e c t s  a n d  r e q u i r e m e n t s  w e r e  m e t .  S e v e r a l  
f a c t s  w e r e  m a d e  a v a i l a b l e  to t h e  b o a r d  a t  t h e  F e b r u a r y  
m e e t i n g  , t h a t  h e r e - t o - f o r e  w e r e  n o t  k n o w n  b y  t h e  b o a r d .
T h e  b o a r d  s t a r t e d  as  e a r l y  as F Y ' 8 1  ( as s u b s t a n t i a t e d  

b y  m i n u t e s  o f  m e e t i n g s  in F y  81 a d n  F Y  '82) p l a n n i n g  f o r  

a c t i o n  u n d e r  t h e  t h e n  p r o p o s e d  c o n t r o l l e d  s u b s t a n c e  a c t  

t h a t  w a s  b e i n g  c o n s i d e r e d  b y  t h e  l e g i s l a t u r e  T h e  b o a r d  

r e a l i z e d  ( a g a i n  s u b s t a n t i a t e d  b y  m i n u t e s  o f  m e e t i n g s  

o f  F Y ' 8 1  a n d  F Y ' 8 2  ) t h a t  t h e  b o a r d  w o u l d  n e e d  c e r t a i n  
p e r s o n n e l  , w i t h i n  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  

(DOL) to e f f e c t i v e l y  a d m i n i s t e r  a c o n t r o l l e d  s u b s t a n c e  
a c t  , if t h e  b o a r d  w a s  g i v e n  t h e  r e s p o n s i b i l i t y  o f  

a d m i n i s t e r i n g  t he  act. T h e  b o a r d  p l a c e d  h i g h  p r i o r i t y  on  
t h e  h i r i n g  o f  a n  e x e c u t i v e - s e c r e t a r y  t y p e  p e r s o n  , o n  a 

f u l l  t i m e  b a s i s ,  w h o  w o u l d  w o r k  w i t h i n  t h e  j u r i s d i c t i o n  o f  
t h e  D O L  , b u t  at t h e  d i r e c t i o n  a n d  g u i d a n c e  o f  t h e  b o a r d .

T h e  b o a r d  r e a l i z e d  t h a t  it w o u l d  n e e d  a f u l l  t i m e  r e g u l a t i o n  

s p e c i a l i s t  a n d  a f t e r  t h e  r e g u l a t i o n s  h a d  b e e n  a d o p t e d ,  
a n d  a l i c e n s i n g  s y s t e m  h a d  b e e n  e x t a b l i s h e d ,  p o s s i b l e  t h e  

s e r v i c e  o f  a n  i n v e s t i g a t i v e  p e r s o n .  S o m e  o f  t h e s e  r e q u e s t s  
w e r e  p r o v i d e d  f o r  w h e n  th e D O L  s u b m i t t e d  t h e  b o a r d ' s  b u d g e t  
to t h e  b u d g e t  p r o c e s s  f o r  F Y ' 8 3 .  T h e  m o s t  n e e d e d  p o s i t i o n  

r e q u e s t  ’wa s  c o m p l e t e l y  i g n o r e d  b y  t h e  D O L  w h e n  t h e  l i n e  

i t e m s  w e r e  s u b m i t t e d  to t h e  l e g i s l a t u r e  v i a  t h e  b u d g e t  
p r o c e s s .  T h e  p o s i t i o n  o f  e x e c u t i v e - s e c r e t a r y  h a d  b e e n  
l e f t  o u t  a n d  i n s t e a d  , t h e  b u d g e t e d  d o l l a r s  f o r  p e r s o n n e l  

t h a t  w e r e  a l l o w e d  w i t h  e n a c t m e n t  o f  t h e  C o n t r o l l e d  S u b s t a n c e  

A c t  a n d  A S  35 , w e r e  s u b m i t t e d  r e q u e s t i n g  t w o  i n v e s t i g a t o r s .  
T h e  b o a r d  w a s  f r u s t r a t e d  by t h i s  a c t i o n  o f  t h e  D O L ,  s i n c e  
th e b o a r d  h a d  n o t  b e e n  m a d e  a w a r e  o f  t h e  l i n e  i t e m  r c a u e s t s  
m a d e  b y  t h e  D O L . A n  i n v e s t i g a t o r  w i l l  b e  n e e d e d  in F Y  85 o r  

F Y ' 8'6. I n v e s t i g a t o r s  a r e  no t  n e e d e d  u n t i l  t h e  l i c e n s i n g  
p r o c e s s  is e s t a b l i s h e d  s o  t h e r e  a r e  l i c e n s e s  t o  i n v e s t i g a t e ,  
if p r o b l e m s  o c c u r .  T h e  h i r i n g  o f  i n v e s t i g a t o r s  w i l l  a c c o m p l i s h  

n o t h i n g  in the e a r l y  s t a g e s  o f  i m p l e m e n t a t i o n  o f  A S  30 a n d  
A S  35. D o l l a r s  w i l l  be w a s t e d  . I n v e s t i g a t o r s  s p e c i f i c a l l y  

h i r e d ( n o t  u n d e r  t h e  i n t e n t  cf t h e  l e g i s l a t u r e  w h e n  e n a c t i n g  

AS 30 a n d  A S  35 ). w i l l  s i t  o n  t h e i r  h a n d s ,  o r  b e  u s e d  b y  t h e  

d i r e c t o r  o f  D O L  in o t h e r  a r e a s  o u t s i d e  t h e  b u d g e t  o f  t h e  

b o a r d  o f  p h a r m a c y  a n d  in v i o l a t i o n  o f  t h e  i n t e n t  o f  t h e  
l e g i s l a t i o n .  T h e  b o a r d  k n o w s  t h a t  t h e  C o n t r o l l e d  S u b s t a n c e  
A c t s  o f  W a s h i n g t o n ,  O r e g o n  , a n d  W y o m i n g  w e r e  alii 

p u t  in p l a c e  e f f e c t i v e l y  , w i t h  th e a i d  o f  a n  e x e c u t i v e  
s e c r e t a r y  t y p o  p e r s o n .  T h e s e  t h r e e  s t a t e s  h a v e  e s t a b l i s h e d  

p r o g r a m s  a n d  h a v e  b e e n  e f f e c t i v e l y  o p e r a t i n g  t h e m  f o r  
f r o m '  f i v e  to s e v e n  y e a r s .  T h e y  d o  s o  w i t h  t h e  h e l p  o f  a 

f u l l  t i m e  e x e c u t i v e  s e c r e t a r y  t y p e  p e r s o n  . T h e  b o a r d  h a s  
k n o w l e d g e  t h a t  t h e r e  a r e  a n u m b e r  o f  p e o p l e  w h o  h a v e  b e e n  

w o r k i n g  in t h e  p r o g r a m s  o f  t h o s e  t h r e e  s t a t e s  , b o t h  as 
e x e c u t i v e  s e c r e t a r i e s  a n d  i n v e s t i g a t o r s  , w h o  a r e  i n t e r e s t e d  
in c o m i n g  to A l a s k a  in a l i k e  p o s i t i o n  . T h e  b o a r d  d o e s  

n o t  k n o w  o f  a n y  p e r s o n  p r e s e n t l y  w i t h  t h e  D O L  o r  a v a i l a b l e  
in A l a s k a  w h o  c o u l d  q u a l i f y  f o r  t h i s  h i g h l y  t e c h n i c a l  a n d  
s p e c i a l i z e d  p o s i t i o n .



( c o n t i n u e d )

W h e n  t h e  d i r e c t o r  o f  D O L  a d v i s e d  t h e  b o a r d  t h a t  t h e  b u d g e t  
l i n e  i t e m s  c o u l d  n o t  b e  c h a n g e d  a n d  t h a t  h i s  p l a n  

w a s  t o h i r e  t h e  t w o  i n v e s t i g a t o r s ,  t h e . b o a r d  w a s  i n  s h o c k .

A n  i m m e d i a t e  . e v a l u a t i o n  o f  w h a t  w o u l d  h a p p e n  u n d e r  s u c h  a 

p l a n  r e v e a l e d  t he  f a c t  t h a t  t h e  p r o g r a m  v/ould b e  in 
j e o p a r d y  a n d  i n d e e d  p r o b a b l y  c o m p l e t e l y  d e l a y e d  u n t i l  

t h e  a c t i o n  b y  t h e  d i r e c t o r  o f  t h e  D O L  c o u l d  b e  c h a n g e d  o r  , 
a l t e r e d .  T h e  d i r e c t o r  t h e n  a d v i s e d  t h e  b o a r d  t h a t  th e 
o n l y  r e m e d y  w a s  t o  s u b m i t  a r e q u e s t  t o  t h e  d e p a r t m e n t  o f  

p e r s o n n e l  t h a t  a " s p e c i a l  e x e m p t i o n "  s t a t u s  b e  e n a c t e d  

a n d  t h a t  a n  e x e c u t i v e - s e c r e t a r y  p o s i t i o n  b e  c r e a t e d  u n d e r  

t h e  s p e c i a l  e x e m p t i o n  p r o c e s s .  T h e  o t h e r  a l t e r n a t i v e  

is t o  s e e k  l e g i s l a t i v e  a c t i o n  . S i n c e  t i m e  i s a l r e a d y  j 

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

t a k e n  i n  J a n u a r y  o r  F e b r u a r y  o f  1 9 8 4  , w o u l d  s e r i o u s l y  
d e l a y  p l a c i n g  th e p r o v i s i o n s  o f  A S  30 a n d  A S  35 o n  
s t r e a m .  T h e  b o a r d  r e q u e s t e d  t h a t  t h e  d i r e c t o r  o f  D O L  a p p l y  
f o r  a s p e c i a l  e x e m p t i o n  s t a t u s  a n d  p r o c e e d  f u l l  s p e a d  w i t h  
t h e  r e q u e s t  . T h e  d i r e c t o r  a s k e d  t h e  p r e s i d e n t  o f  t h e  
b o a r d  t o  w r i t e  h i m  a l e t t e r  , r e q u e s t i n g  t h a t  t h i s  a c t i o n  

b e  t a k e n  . lie a l s o  r e q u e s t e d  t h a t  th e  p r e s i d e n t  o f  t h e  b o a r d  

w r i t e  a j o b  d e s c r i p t i o n  fo r  t h e  e x e c u t i v e - s e c r e t a r y  
p o s i t i o n  a n d  p r o v i d e  t h e  q u a l i f i c a t i o n s  f o r  t h e  job .

T h e 'p r e s i d e n t  o f  t h e  b o a r d  s p e n t  m a n y  h o u r s  d r a f t i n g  the 
q u a l i f i c a t i o n s  a n d  t h e  jo b  d e s c r i p t i o n  a n d  s e n t  t h e m  
w i t h  a c o v e r  l e t t e r  t o  t h e  d i r e c t o r  o f  D O L  w i t h  c o p i e s  to 
t h e  G o v e r n o r  , t h e  L e g i s l a t i v e  A u d i t  Coinmitte, a n d  t h e  

S p e a k e r  o f  t h e  H o u s e  a n d  P r e s i d e n t  o f  the  S e n a t e  as v/ell 

as to t h e  A t t o r n e y  G e n e r a l  a n d  t h e  C o m m i s s i o n e r  o f  
C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t .  A  ropy o f  t h a t  l e t t e r  

a n d  t he q u a l i f i c a t i o n  p a p e r  a n d  j o b  d e s c r i p t i o n  a r e  

a t t a c h e d  to t h i s  r e p o r t  as A d d e n d u m  “ 1 . A  c o p y  o f
t h e  l e t t e r  f r o m  t h e  G o v e r n o r , i n  r e p l y  to  t h e  r e c e i p t J o f  

a l l  t h e  m a t e r i a l  t h a t  w e n t  to t he  d i r e c t o r  o f  D O L , i s  
a t t a c h e d  to t h i s  r e p o r t  as A d d e n d u m  H 2. T h e  r e q u e s t ,t h r o u g h  
t h e  p e r s o n n e l  o f f i c e r  o f  t he  D O L  to t h e  p e r s o n n e l  o f f i c e  o f  

th e  s t a t e ,  w a s  g a r b l e d  . T h i s  is e v i d e n t  f r o m  t h e  l e t t e r  
o f  r e p l y  w r i t t e n  to t h e  r e q u e s t  . T h e  l e t t e r  r e j e c t i n g  
t h e  r e q u e s t  s t a t e s  t h a t  an e x c h a n g a  o f  t h e  " p o s i t i o n s "  
o f  i n v e s t i g a t o r s  to t h e  " p o s i t i o n s 1 o f  e x e c u t i v e  t y p e  

p e r s o n n e l  w a s  d e n i e d .  T h e  b e a r d  d i d  n o t  a s k  t h a t  t h e  

t w o  i n v e s t i g a t o r  p o s i t i o n s  b e  e x c h a n g e d  f o r  t w o  s e c r e t a r y  
t y p e  p o s i t i o n s .  It a s k e d  t h a t  t h e  t w o  p o s i t i o n s  o f  

i n v e s t i g a t o r s  b e  c h a n g e d  to O N E  P O S I T I O N  O F  E X E C U T I V E -  
S E C  K E T  A N Y  . T h i s  e x c h a n g e  w o u l d  r e s u l t  in o n e  1 e s s  p e r s o n  
b e i n g  h i r e d  a n d  w o u l d  b e  c o s t  e f f e c t i v e  d u e  to t h e  
e l i m i n a t i o n  o f  o n e  p o s i t i o n  . N o t  o n l y  w o u l d  t h e  e x c h a n g e  
b e n i f i t  t h e  b o a r d  in i m p l e m e n t a i o n  o f  A S  30 a n d  A S  35 , B U T  

D O L L A H S  W O U L D B E  S A V E D . A c o p y  o f  th e m e m o r a n d u m  o f  
A p r I l ~ T 3  , 1 9 8 3  to t h e  d i r e c t o r  o f  D O L  f r o m  t h e  p e r s o n n e l  

o f f i c e r  o f  D O L  , J i m  L a w s o n  , is a t t a c h e d  a s  A d d e n d u m  jj 3.

T h e  b e a r d  m e e t i n g  in J u n e  o f  1 9 8 3  , a g a i n  a s k e d  t h e  d i r e c t o r  
o f  D O L  to a p p e a l  t h e  d e c i s i o n  o f  th e p e r s o n n e l  d i r e c t o r ,  . 

a n d  t o  s p e c i f i c a l l y  s t a t e  t h a t  o n l y  o n e  p e r s o n  w a s  b e i n g  

a s k e d  f o r  i n s t e a d  o f  tw o . T h e  d i r e c t o r  a p p a r e n t l y  d i d  

a p p e a l  a n d  a c o p y  o f  t h e  l e t t e r  o f  J u l y  29, 1 9 8 3  w r i t t e n  

b y  t h e  d i r e c t o r  o f  D O L  to th e p r e s i d e n t  o f  t h e  b o a r d ,  
a d v i s i n g  o f  t h e  f a i l u r e  o f  t he  a p p e a l  , is a t t a c h e d  as 

A d d e n d u m  fi 4 .



r

3 . ( c o n t i n u e d )

T h e  b o a r d  h a s  s p e n t  m u c h  v a l u a b l e  t i m e  i n  F Y ' 8 3  t r y i n g  
to  c o n v i n c e  t h e  d i r e c t o r  o f  D O L ,  t h e  C o m m i s s i o n e r  o f  
C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t ,  a n d  t h e  G o v e r n o r  t h a t  '
t h e  b o a r d  b e l i e v e s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  in  

t h e  e n a c t m e n t  o f  A S  30 a n d  A S  35 w a s  to g e t  t h e  j o b  
d o n e .  T h e  b o a r d  b e l i e v e s  t h a t  t h e  p r e s s u r e  b y - p a s s  
s p e c i a l  e x e m p t i o n  m e t h o d  o f  s e c u r i n g  t h e  n e c e s s a r y  
q u a l i f i e d  p e r s o n n e l  in  t h e  D O L  t o  a i d  t h e  b o a r d  in  
i m p l e m e n t i n g  A S  30 a n d  A S  35 s h o u l d  a n d  c o u l d  b e  u s e d ,  

if i t  w e r e  p r e s e n t e d  p r o p e r l y  . T h e  p r o g r e s s  o f  t h e  b o a r d  

in i m p l e m e n t i n g  t h e  s t a t u t e s  h a s  b e e n  g r e a t l y  i m p e d e d  b y  

t h e  l a c k  o f  t h e  q u a l i f i e d  p e r s o n n e l  . T h e  d i r e c t o r  o f  D O L  

f i n a l l y  h i r e d  a r e g u l a t i o n  s p e c i a l i s t  , w h o  c a m e  o n  b o a r d  
in m i d  A p r i l  1 9 8 3 .  T h i s  r e g u l a t i o n  s p e c i a l s t  h a s  b e e n  o f  
g r e a t  h e l p  a n d  w i t h  t h e  h e l p  o f  a r.egular r e g u l a t i o n  

s p e c i a l i s t  i n  t h e  J u n e a u  o f f i c e  o f  DO L,  p r e p a r e d  r e g u l a t i o n s  
t h a t  w e r e  p a t t e r n e d  a f t e r  t h o s e  w r i t t e n  b y  t h e  p r e s i d e n t  o f  

t h e  b o a r d .  T h e s e  p r o p o s e d  r e g u l a t i o n s  w e r e  p r e s e n t e d  
to t h e  b o a r d  a t  t h e  J u n e  1 9 8 3  m e e t i n g  . C h a n g e s  w e r e  

m a d e  a n d  t h e  p r o p o s e d  r e g u l a t i o n s  w e r e  a s k e d  t o  b e  p u t  
in f i n a l  f o r m  a n d  p r o m u l g a t e d  as s o o n  as p o s s i b l e .  A n  o u t l i n e  cop} 

o f  t h e s e  r e g u l a t i o n s  is a t t a c h e d  as A d d e n d u m  #5.
I r r e g a r d l e s  to a l l  t h e  r o a d  b l o c k s  t h a t  h a v e  i m p e d e d  - 

i m p l e m e n t a t i o n  o f  A S  30 a n d  A S  35, t h e  f o l l o w i n g  h a s  b e e n  
a c c o m p l i s h e d :

C

A . T h e  b a o r d  

a n d  t h e n  
f o l l o w i n g

B

p r e s i d e n t  c o n t a c t e d  , f i r s t  by p h o n e ,
w h e r e  n e e d e d  , b y  l e t t e r  t h e
: F e d e r a l  D r u g  A d m i n i s t r a t i o n  (FDA)

T h e  N a t i o n a l  ‘Institute.*, of  D r u g  A b u s e  ( NI DA)  
T h e  D r u g  E n f o r c e m e n t  A d m i n i s t r a t i o n ( D E A )  

( S t a t e  l e v e l ,  R e g i o n a l  l e v e l ,  N a t i o n a l  
T h e  N a t i o n a l  E y e  I n s t i t u t e  (NEI)
T h e  N a t i o n a l  C a n c e r  I n s t i t u t e  (NCI)

l e v e l .

T h e  F D A  s e n t  c o p i e s  o f  t h e  G r o u p  G u i d l i n e s  f o r  t h e  

u s e  o f  D e l t a - 9 - T e t r a h y d r o c a n n a b i n o l  (THC) N S C  1 3 4 4 5 4  
a l o n g  w i t h  r e g i s t r a t i o n  f o r m s ,  o r d e r  f o r m s ,  a n d  
i n f o r m a t i o n  o n  o b t a i n i n g  m a r i j u a n a  f o r  u s e  w h e n  *

i m p l e m e n t i n g  A S  35. T h e  D E A  s e n t  a c o m p l e t e  p r i n t  o u t  

o f  a l l  D E A  r c i s t r a t i o n s  in A l a s k a ( s o m e  1 0 0 0 )  , w h e n

t he  b o a r d  p r e s i d e n t  w r o t e  t h e m  a n d  e x p l a i n e d  t h a t  
t h e  l i s t  w a s  i m p e r a t i v e  to t h e  p r o o r a m  in A l a s k a .  T h e  

b o a r d  p r e s i d e n t  f u r t h e r  a s k e d  a n d  r e c e i v e d  a l e t t e r  

f r o m  D E A  a l l o w i n g  l i m i t e d  d i s t r i b u t i o n  o f  t h i s  l i s t  
to p h a r m a c i e s  ( a s  t h e  o n l y  p e o p l e  o t h e r  t h a n  

t h e  b o a r d  a n d  i t ' s  e x t e n t i o n s )  w h o  h a v e  a n e e d  f o r  
t h i s  l i s t  . T h e  N I D A  , t h e  f e d e r a l  a g e n c y  a u t h o r i z e d
to  i s s u e  T H C  , p r o m i s e d  to c o - o p e r a t e  w i t h  th e. .b oa rd

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

o f  T H C  ( m a r i j u a n a  d e r i v i t i v e )  f o r  t h e  r e s e a r c h  p r o g r a m .

.T h e  p r e s i d e n t  o f  t h e  b o a r d  c o n t a c t e d  m a n y  o p t h a l m o l o g i s t s , 

r a d i o l o g i s t s '  , p s y c h i a t r i s t s  a n d  m e m b e r s  o f  t h e  M e d i c a l  

B o a r d ,  in a n  e f f o r t  to s t i m u l a t e  a s  m u c h  i n t e r e s t  as
p o s s i b l e  w i t h  t h o s e  p r o f e s s i o n a l s  s o  t h e y  w o u l d  a p p l y

f o r  a p p o i n t m e n t  t o  t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  
C o m m i t t e e  ( A s  17 35). C o p i e s  o f  t h e  l a w  w e r e  h a n d e d  
o a t  a t  a m e e t i n g  o f  t h e  p s y c h i a t r y  A s s o c i a t i o n  m e e t i n g ,



r e s u l t i n g  i n  t h e  a p p l i c a t i o n  f r o m  a p s y c h i a t r i s t ,  a 
r a d i o l o g i s t ,  a o p h t h a l m o l o g i s t  a n d  a r e s p o n s e  f r o m  

a m e m b e r  ( p r o f e s s i o n a l  m e m b e r )  o f  t h e  m e d i c a l  b o a r d .

• T h e  p r e s i d e n t  o f  t h e  b o a r d  , w i t h  t h e  h e l p  o f  t h e  

r e g u l a t i o n  s p e c i a l i s t , d e s i g n e d  a n  a p p l i c a t i o n  f o r m  
to b e  u s e d  b y  t h e s e  p r o f e s s i o n a l s .  T h e  p r o f e s s i o n a l s  
f i l l e d  t h e  f o r m s  o u t  a n d  s e n t  t h e m  t o  t h e  p r e s i d e n t  

o f  t h e  b o a r d ,  w h o  p r e s e n t e d  t h e m  a t  t h e  J u n e  m e e t i n g .  
A l l  w e r e  a p p r o v e d  f o r  a p p o i n t m e n t  a n d  t h e  p r s i d e n t  

o f  t h e  b o a r d  ( a t t e s t e d  "to b y  t h e  s e c r e t a r y )  m a i l e d  

o f f i c i a l  l e t t e r s  o f  a p p o i n t m e n t  t o  t h e  f o u r  p h y s i c i a n s .  
A s  s o o n  as p r o m u l g a t i o n s  a r e  f i n a l i z e d ,t h i s  P a t i e n t  

Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  w i l l  m e e t  a n d  t h e  p r o g r a m  

w i l l  b e  i n i t i a t e d .

C . T h e  b o a r d  is s t i l l  p e r s u i n g  w i t h  v i g o r  t h e  a t t e m p t  

t o  b r i n g  a n  e x e c u t i v e  - s e c r e t a r y  o n  b o a r d  at DOL .

D . C o n t r o l l e d  s u b s t a n c e  l i c e n s e  f o r m s  a r e  b e i n g  d e s i g n e d  

w i t h  t h e  h e l p  o f  t h e  r e g u l a t i o n  s p e c i a l i s t .  T h e  c o n c e p t  

i f  n o t  t h e  a c t u a l  f o r m ,  w a s  a p p r o v e d  a t  t h e  J u n e  m e e t i n g  
T h i s  f o r m  w i l l  s p e e d  u p  t h e  l i c e n s u r e  o f  t h o s e  t h a t  a r e  

r e q u i r e d  to b e  l i c e n s e '1 u n d e r  A S  30, a s  s o o n  a s  al l  
r e g u l a t i o n s  a r e  p r o m u  .ted , h o p e f u l l y  e a r l y  F Y  '84.

E . T h e  p r e s i d e n t  o f  t h e  b o a r d  d i d  w r i t e  a q u a l i f i c a t i o n  
p a p e r  f o r  an e x e c u t i v e  s e c r e t a r y  a n d  a l s o  a j o b  
d e s c r i p t i o n  ( s e e  A d d e n d u m  jll) .

F. R e g u l a t i o n s  as e v i d e n c e d  b y  .Ad d e n d u m  # 5 a r e  b e i n g  
p r o m u l g a t e d  , a f t e r  a p p r o v a l  a t  J u n e  m e e t i n g  o f  t h e  

b o a r d .
G . I n  s u m m a r y  , a g r e a t  d e a l  h a s  . b e e n  d o n e  a n d  a g r e a t  

d e a l  o f  it  b y  i n d i v i d u a l  a c t i o n  b y  d e d i c a t e d  b o a r d  
m e m b e r s .  A  g r e a t  d e a l  m o r e  c o u l d  h a v e  b e e n  a c c o m p l i s h e d  

w i t h  t h e  h e l p  o f  q u a l i f i e d  p e r s o n n e l .

P r o m u l g a t e  r e g u l a r  r e g u l a t i o n s ( o c h e r  t h a n  t h o s e  m a n d a t e d  
b y  A S  30 fi A S  35. . T h e  b o a r d  a t  a r e g u l a r  m e e t i n g  v o t e d  
o n  t h e  n e e d  f o r  r e g u l a t i o n s  t h a t  w o u l d  s p e c i f i c a l l y  -.allow 

th e s e c r e t a r y  of  t h e  b o a r d  to k e e p  " c o p i e s " o f  a p p l i c a t i o n s  
f o r  r e g i s t r a t i o n  a n d  b a c k  u p  m a t e r i a l  c o p i e s  to a i d  

a l l  b o a r d  m e m b e r s  in t h e  i s s u i n g -  o f  t e m p o r a r y  p e r m i t s .
A b o a r d  m e m b e r  a s s u m e s  a g r e a t  r e s p o n s i b i l i t y  w h e n  h e / s h e  

i s s u e s  o n e  o f  t h e s e  p e r m i t s .  T h e  b o a r d  m e m b e r  n e e d s  to 

b e  a b l e  t o  v e r i f y  t h a t  a l l  m a t e r i a l  s u b m i t t e d  .is f a c t u a l  

a n d  a l l  n e c e s s a r y  r e q u i r e m e n t s  a r e  m e t .  T h e  p e r s o n n e l  a t  
D O L  h a v e  d e m o n s t r a t e d  a l a c k  o f  k n o w l e d g e  to l o o k  at 

d o c u m e n t s  a n d  v e r i f y  f a c t s .  A  b o a r d  m e m b e r ,  a s s u m i n g  
t h e  r e s p o n s i b i l i t y  f o r  t h e  q u a l i f i c a t i o n s  o f  an  a n o l i c a n t ,  
w h e n  a t e m p o r a y  p e r m i t  .is i s s u e d w o u l d  be r e m i s s  'i n d e e d  

i f  a l l  m a t e r i a l  is n o t  c h o c k e d  b y  a p r o f e s s i o n a l  m e m b e r  
o f  t h e  b o a r d .  T h i s  p e r s o n  s h o u l d  b e  t h e  s e c r e t a r y ,  w h o  

s h o u l d  h a v e  c o p i e s  o f  a l l  d o c u m e n t s  , s o  t h e  p r o p e r  
i n f o r m a t i o n  c a n  b e  t r a n s m i t t e d  to t h e  i s s u i n g  b o a r d  m e m b e r  

T h e  b o a r d  m e m b e r  is r e s p o n s i b l e  , n o t  a m e m b e r  o f  D O L  
s t a f f ,  w h o  m i g h t  i n t e r p r e t  i n f o r m a t i o n  w r o n g  a n d  r e s u l t  
in a l i c e n s e  b e i n g  i s s u e d  w i t h o u t  p r o p e r  q u a l i f i c a t i o n .
T h e  d i r e c t o r  o f  D O L  t o l d  t h e  r e g u l a t i o n  s p e c i a l i s  to 
p u t  t h a t  r e g u l a t i o n  '"on t h e  b a c k  b u r n e r "  a n d  n o t  d o  a n y t h i n  
a b o u t  it. R e s u l t .........n o  r e g u l a t i o n ,  e v e n  t h o u g h  v o t e d  o n



N e w s  l e t t e r  i n  c o o p e r a t i o n  w i t h  t h e  N a t i o n a l  A s s o c i a t i o n  
o f B o a r d s  o f  P h a r m a c y ( N A B P ) . T h e  N A B P  i n  c o o p e r a t i o n  w i t h  
m o s t  o f  t h e  50 s t a t e s  , p r i n t s  a n e w s  l e t t e r  a n d  m a i l s  it  

t o  p h a r m a c i s t s  w i t h i n  t h e  s t a t e s .  T h e  NAB P ,  u s e s  50 % o f  

t h e  s p a c e  i n t h e  • .- l e t t e r  f o r  n a t i o n a l  n e w s ,  a n d  t h e  

b o a r d s  o f  p h a r m a c y  o f  p a r t i c i p a t i n g  s t a t e s  s e n d  in s t a t e  
n e w s  , t h u s  s u p p l y i n g  t h e  o t h e r  50 % o f  t h e  n e w s " l e t t e r  

T h e  N A B P  p u t s  t h i s  t o g e t h e r  a n d  m a i l s  e a c h  s t a t e  t h e  

news l e t t e r  p e r t a i n i n g  t o  t h e i r  i n d i v i d u a l  s t a t e s . T h i s  
u s u a l l y  is m a i l e d  f r o m  t h e  N A B P  a f t e r  a p p r o v a l  o f  t h e  

p a r t i c i p a t i n g  s t a t e .  T h e  b o a r d  i n  r e g u l a r  s e s s i o n  u n a n i m o u s l y  
a p p r o v e d  p a r t i c i p a t i o n  in t h i s  p r o g r a m .  T h e  s e c r e t a r y  w a s  

i n s t r u c t e d  t o  o b t a i n  a l l  t h e  d e t a i l s  a n d  i f  i t  c o u l d  b e  
d o n e  w i t h i n  t h e  b u d g e t  , to p r e c e e d  w i t h  t h e  l e t t e r .  T h e  
d i r e c t o r  o f  D O L  h a d  a t e n  o r  f i f t e e n  m i n u t e  t e l e p h o n e  
c o n v e r s a t i o n  w i t h  a m e m b e r  o f  the. a t t o r n e y  g e n e r a l ' s  o f f i c e ,  .

a n d  as a r e s u l t  n i x e d  t h e  l e t t e r .  R e s u l t  ........N o  n e w s

l e t t e r  , a l t h o u g h  it  is g r e a t l y  n e e d e d  t o  m a k e  r e g u l o n s  

a w a r e  o f  A N P  a n d  P A  l i c e n s u r e  a s  w e l l  a s  r e g u l a t i o n  
c h a n g e s  a n d  b o a r d  a c t i o n s .  M o s t  s t a t e s  , i f  t h e v  h a v e  th e  

f i n a n c i a l  m e a n s  ( b o a r d 1 s b u d g e t  p r i v e d  f u n ds) p a r t i c i p a t e  
in t h i s  v e r y  w o r t h  w h i l e  p r o j e c t .  A l a s k a  "does n o t  

a n d  t h e  b o a r d  w o n d e r s  w h y  , w h e n  it w a s  p a s s e d  in r e g u l a r  
s e s s i o n  a n d  f u n d s  b u d g e t e d  f o r  it.

D e p a r t m e n t  n e w s  l e t t e r . ( D O L ) . T h e  b o a r d  w a s  t o l d  t h a t  th e 
D O L  w a s  p l a n n i n g  a d e p a r t m e n t  n e w s  l e t t e r  t h a t  c o u l d  a n d  

w o u l d  c o n t a i n  n e w s  i t e m s  f r o m  a l l  b o a r d s  t h a t  a r e  a s s o c i a t e d  
w i t h  D O L  . T h e  b o a r d  ( o r  b o a r d s )  w e r e  t o  s u b m i t  n e w s  

i t e m s  w h e n  t h i s  p u b l i c a t i o n  w a s  t o  g o  t o  p r e s s .  T o  t h e  
b o a r d s  k n o w l e d g e  n o  s u c h  l e t t e r  w a s  p u b l i s h e d  in F Y  '83 a n d  
if it w a s ,  n o  n e w s  w a s  s o l i c i t e d  f r o m  t h e  p h a r m a c y  b o a r d .

C o n d u c t  t h r e e  r e g u l a r  b o a r d  m e e t i n gs  d u r i n g  F Y  ' 8 3 . T h e  b o a r d  
d i d  c o n d u c t  t h r e e  m e e t i n g s  d u r i n g  F Y ' 8 3  . T h e  d a t e s  a n d  
l o c a t i o n  o f  t h e s e  m e e t i n g s  w a s :  O c t o b e r  7 & 8 , 1 9 8 2  in

F a i r b a n k s :  F e b r u a r y  24 fi 25, 1 9 8 3  in  J u n e a u :  J u n e  23 & 29 , 1 9 8 3  

in A n c h o r a g e .  M o s t  m a t e r i a l  c o v e r e d  in t h o s e  m e e t i n g s  is 
r e p o r t e d  in t h e  " N a r r a t i v e  R e p o r t  " , s o  w i l l  n o t  b e  

r e p e a t e d  h e r e  o c h e r  t h a n  to n o t e  t h a t  t h e  g o a l  o f  h o l d i n g  
t h r e e  m e e t i n g s  w a s  m e t .

B o a r d  r e s p o n s e  to s u n s e t. T h e  m e m b e r s  o f  t h e  b o a r d  o f  
p h a r m a c y  w e r e  m a d e  a w a r e  o f  t h e  p r o v i s i o n s  o f  s u n s e t  
l e g i s l a t i o n  b y  t h e  r e c e i p t  o f  a l e t t e r  w r i t t e n  F e b r u a r y 2 4 ,  
1 9 8 3  , f r o m t h e  L e g i s l a t i v e  A u d i t  C o m m i t t e e .  T h e  l e t t e r  
a s k e d  t h a t  t h e  b o a r d  r e s p o n d  to a ' / q u e s t i o n n a i r e .  T h e  b o a r d  

did. T h e  n e x t  c o m m u n i c a t i o n  f r o m  t h e  L e g i s l a t i v e  A u d i t  
C o m m i t t e e  w a s  in t h e  f o r m  o f ' T n t e r i m  " L e t t e r  No . 1 " t h a t  
w a s  w r i t t e n  A p r i l  12, 1 9 8 3  a n d  a d d r e s s e d  t o  e a c h  b o a r d  

m e m b e r .  M o s t  b o a r d  m e m b e r s  a n s w e r e d  t h i s  l e t t e r .  D o c u m e n t s ,  
l e t t e r s ,  a n d  f a c t s  w e r e  s u b m i t t e d  b y  s o m e  b o a r d  m e m b e r s .  T h e  
b o a r d  s t a n d s  r e a d y  , w i l l i n g  , a n d  a b l e  t o  t e s t i f y  , w i t h i n  
t h e  b u d g e t ,  o r  b o a r d  m e m b e r s  .i nd i v u d u a l  m e a n s ,  w h e n  so  a s k e d  
b y  th e L e g i s l a t i v e  A u d i t  C o m m i t t e e .  T h e  b o a r d  w e l c o m e s  t h e  
o p p o r t u n i t y  to p r e s e n t  i t ' s  a r g u m e n t  as  t o  w h y  t h e  b o a r d  
s h o u l d  s t a y  in e x i s c a n c e .



*;a r t  5 . N e w  G o a l s  a n a  D b j e c t l ’, _ FY ^4 :

1 . I n s p e c t i o n s :

, I n s p e c t i o n s  o f  p h a r m a c i e s  w a s  a t  a m i n i m u m  d u r i n g  F Y  '83 
d u e  to t h e  p r e s s i n g  d e m a n d  o n  th e  b o a r d ' s  t i m e  a n d  f u n d s ,  

i t is b e l i e v e d  t h a t  a f u l l  s c a l e  s t a t e  w i d e  i n s p e c t i o n  
o f  p h a r m a c i e s  w i l l  b e  i n i t i a t e d  i n  F Y  '84. T h e  t w o
p r o f e s s i o n a l  b o a r d  m e m b e r s  f r o m  S o u t h  E a s t e r n  A l a s k a  w i l l  

t e a m  u p  to c o v e r  al l  o f  S o u t h  E a s t e r n .  T h e s e  b o a r d  m e m b e r s  

w i l l  t a k e  a d v a n t a g e  o f  s u p e r  s a v e r  f a r e s  w h e n  p o s s i b l e  a n d  

w i l l  s c h e d u l e  t h e i r  i n s p e c t i o n  so t h e  e n t i r e  a r e a  is 

c o v e r e d  o n  o n e  t r i p  . I d e a l l y  t h e  b o a r d  l i k e s  t o  h a v e  

a p r o f e s s i o n a l  m e m b e r  t e a m  w i t h  a n o n - p r o f e s s i o n a l ,  b u t  

t h e r e  is n o  n o n - p r o f e s s i o n a l  in Soutli E a s t e r n  A l a s k a .  T h i s  
m a n d a t e s  t h a t  t w o  p r o f e s s i o n a l s  c o n d u c t  t h a t  p o r t i o n  o f  
t h e  s t a t e  \vide i n s p e c t i o n s .  C e n t r a l  a n d  N o r t h  W e s t e r n  
A l a s k a  c a n  b e  c o v e r e d  b y  h a v i n g  t h e  n o n - p r o f e s s i o n a l  m e m b e r  f r o m  
A n c h o r  P o i n t  t r a v e l  to F a i r b a n k s  a n d  t e a m  w i t h  t h e  

p r o f e s s i o n a l  m e m b e r  t h e r e .  T h e  t w o  c a n  t h e n  i n s p e c t  a l l  o f

t h e  F a i r b a n k s  a r e a ,  fl y o n  to N o m e  a n d  o t h e r  a r e a s  in
C e n t r a l  a n d  c o v e r  a l l  p h a r m a c i e s  i n  t h o s e  a r e a s .  T h e  t w o

p r o f e s s i o n a l  m e m b e r s  in t h e  A n c h o r a g e  a r e a  c a n  t e a m  w i t h  
t h e  n o n - p r o f e s s i o n a l  m e m b e r  in A n c h o r a g e  a n d  c o v e r  a l l  o f  

t h e  A n c h o r a g e  a r e a  a s  w e l l  as t h e  M a t a n u s k a  V a l l e y  , a n d  
a r e a s  a l o n g  t h e  h i g h w a y  . T h e  n o n - p r o f e s s i o n a l  m e m b e r  f r o m  

A n c h o r  P o i n t  w i l l  b e  m e t  o n  the  K e n a i  b y  o n e  o f  th e  

p r o f e s s i o n a l  m e m b e r s  f r o m  A n c h o r a g e  to c o v e r  a l l  o f  t h e  
K e n a i  P e n i n s u l a  . O n e  o f t h e  p r o f e s s i o n a l  m e m b e r s  f r o m  

A n c h o r a g e  w i l l  j o i n  w i t h  t h e  n o n - p r o f e s s i o n a l  f r o m  A n c h o r a g e  

a n d  i n s p e c t  C o r d o v a ,  V a l d e z  a n d  K o d i a k .  T h i s  p l a n  s h o u l d  

e f f e c t i v e l y  c o v e r  t h e  s t a t e  in FY '84, a n d  w i t h i n  the 

b u d g e t e d  a m o u n t  o f  $ 5 , 0 0 0 . 0 0  ( r e q u e s t e d ) .

2. C o n t i n u ing  E d u c a t i o n  R e q u i r e m e n t s  f o r L i c e n s u r e  in 19 84  

a n d  t h e  F u t u r e .  Ail  r e g u l o n s  w i l l  b e  c o m i n g  u p  fo r  
r e - l i c e n s u r e  d u r i n g  1 9 8 4  . T h e  b o a r d  h a s  a d o p t e d  a p r o g r a m  t h a t  
w i l l  a l l o w  c o n t i n u i n g  e d u c a t i o n  c r e d i t s  to  b e  u s e d  to

s a t i s f y  the  r e q u i r e m e n t s  f o r  c o m p e t e n c y  u n d e r  A S  0 8 . 8 0 . " 4 0 ( 8 ) .
T h e  b o a r d  h a s  a d o p t e d  r e g u l a t i o n  t h a t  w i l l  b e  in f o r c e

d u r i n g  the r e g i s t r a t i o n  a n d  r e - r e g i s t r a t i o n  o f  r e g u l o n s  in
1984  an d f o l l o w i n g  y e a r s .  T h e  b o a r d  w i l l  f o l l o w  t h e s e  
r e g u l a t i o n s  in 1 9 8 4  a n d  r e - r e g i s t e r  al l a p p l i c a n t s  w h o  

s u b m i t  the r e q u i r e d  h o u r s  of  c o n t i n u i n g  e d u a c a t i o n  a n d  

pa y  the f :e. A s y s t e m  fo r  s p o t  c h e c k i n g  r e q u i r e m e n t s  is

e s t a b l i s h e d  a n d  w i l l  b e  in e f f e c t  u t i l i z i n g  p e r s o n n e l  f r o m
the D O L  a n d  b o a r d  m e m b e r s  .

3 . E s t a b l i s h , b y  R e g u l a t i o n  , _  t h e  P r o c e d u r e  f o r  A d m i n i  s t r a t i o n _

o f  t h e  C o n t r o l l e d  S u b s t a n ce  A c t  A S  17" '35 a n d  t h e  M a r i j u a n a ....
Their a peuiw.c~ Re s e a  .r c h  P r o g r a m , A S  17 3 5_ a n d  P r o c e e d  to _

A d m i n i s t e r  t h e  A c t s : __ T h e  F e d e r a l  C o n t r o l l e d  S u b s t a n c e

A c t  o f  1 97 0  a s atnmended w a s  p u t  in p l a c e  in 1 9 7 0 .  F r o m

t h a t  t i m e  u n t i l  J a n u a r y  1 , 1 9 8 3  , A l a s k a  d i d  n o t  h a v e  a w o r k a b l e
s t a t e  c o n t r o l l e d  s u b s t a n c e  act. A l l  o t h e r  49 s t a t e s  d i d  

p a s s  c o n t r o l l e d  s u b s t a n c e  a c t s  . A l a s k a  w a s  t h e  l a s t .  W h e n  

t h e  l e g i s l a t u r e  w a s  c o n s i d e r i n g  a c o n t r o l l e d  s u b s t a n c e  a c t  

in t h e  m a n y  y e a r s  b e t w e e n  1 9 7 0  a n d  1 9 8 3  , t h e y  a l w a y s  r a n  i n t o  

p r o b l e m s  -and f o r  o n e  r e a s o n  o r  a n o t h e r  a l w a y s  a b o r t e d  the: 
e f f o r t s  - 'fht' l e q i t i m a t e  i n d u s t r y  m u s t  h a v e  an  A l a s k a n  

S t a t e - C o n t r o l l e d  S u b s t a n c e  A c t  to e x i s t  i n  h a r m o n y " ' ' w i t h

rt v  4- H m  n o  1■* I



3. ( c o n t i n u e d )
F e d e r a l  S t a t u t e s .  D u r i n g  1 9 8 2  a s e r i o u s  e f f o r t  b y  t h e  
l e g i s l a t u r e  r e s u l t e d  i n  t h e  p a s s a g e  o f  an' A l a s k a n  

C o n t r o l l e d  S u b s t a n c e  A c t  A S  1 7 . 3 0  a n d  a companion.-, a c t  
T h e  M a r i j u a n a  T h e r a p e u t i c  R e s e a r c h  P r o g r a m  ,AS .35. T h e  
b o a r d  o f  p h a r m a c y  a t t e n d e d  h e a r i n g s  w i t h  t h e  l e g i s l a t i v e  

c o m m i t t e e s  a n d  c o n t r i b u t e d  i n f o r m a t i o n  a n d  e x p e r t  t e s t i m o n y .
In d o i n g  s o  - t h e y  w o r k e d ,  w i t h  t h e  h e l p  o f  t h o s e  i n  
s t a t e  g o v e r n m e n t  w h o  d e s i r e d  t h e  p a s s a g e  o f  t h e  a c t ,  to 

w r i t e  t h e  l e g i t i m a t e  i n d u s t r y  p o r t i o n  o f  t h e  act.. T h i s  p o r t i o n  

is k n o w n  as A S  1 7  30. T h e  l e g i s l a t u r e  w a s  in  d o u b t  as 
to w h a t  b e a r d  o r  c o m m i s s i o n  o r  d e p a r t m e n t  s h o u l d  a d m i n i s t e r  

t h e  act. D u r i n g  t h e  h e a r i n g s  t h e  b o a r d  o f  p h a r m a c y  

d e m o n s t r a t e d  k n o w l e d g e  , b o t h  i n  w r i t i n g  t h e  l e g i t i m a t e  

i n d u s t r y  p o r t i o n  , a n d  'in a n  u n d e r s t a n d i n g  o f  h o w  it 

w o u l d  r e l a t e  a n d  f u n c t i o n  w i t h  t h e  F e d e r a l  A c t .  T h e  

q u e s t i o n  w a s  a s k e d  " D o e s  t h e  B o a r d  o f  P h a r m a c y  h a v e  
t h e  a b i l i t y  a n d  k n o w l e o g e  t o  a d m i n i s t e r  AS 17 30 a n d  

A S  17 35 ?". T h e  a n s w e r  g i v e n  b y  b o a r d  m e m b e r s  w h o  

t e s t i f i e d  w a s  a r e s o u n d i n g  " Y E S  " , b u t  a c u a l i f i e d  " Y E S " .
T h e  b o a r d  h a s  k n o w l e d g e  as t o  h o w  W a s h i n g t o n ,  O r e g o n  a n d  

W y o m i n g  a d m i n i s t e r  t h e i r  c o n t r o l l e d  s u b s t a n c e  a c t s  a n d  

t h e  b o a r d  k n e w  t h a t  it c o u l d  d o  t h e  s a m e  .. .. ..given t h e
p r o p e r  t o o l s  a n d  f u n d s .  O n e  o f  t h e  q u a l i f i c a t i o n s  w a s  
th a t  q u a l i f i e d  p e r s o n n e l  , b e  h i r e d  w i t h i n  t h e  
D O L  , to a s s i s t  t h e  b o a r d .  T h i s  q u a l i f i e d  p e r s o n n e l  
s h o u l d  b e  in t h e  f o r m  o f  a n  e x e c t i v e - s e c r e t a r y  , w h o  
s h o u l d  b e  a p h a r m a c i s t  , a n d  i f  n o t  r e g i s t e r e d  in t h e  
s t a t e  , b e  r e q u i r e d  to b e c o m e  r e g i s t e r e d  i n  t h e  s t a t e .

W i t h  t h i s  q u a l i f i e d  a n d  e x p e r i e n c e d  h e l p ,  t h e  b o a r d  

w o u l d  b e  a b l e  to p r o p e r l y  a n d  p r o m p t l y  p u t  in p l a c e  
a l l  t h e  r e q u i r e m e n t s  o f  A S  17 30 & A S  .17 35. T h e  b o a r d  

b e l i e v e d  t h a t  t h i s  w o u l d  t a k e  p l a c e / a n d  i n v e s t i g a t e d  the 
a v a i l a b i l i t y  o f  q u a l i f i e d  p e o p l e  .and f o u n d  a t  l e a s t  t h r e e  
p e o p l e  w h o  q u a l i f i e d .  T h e s e  'peo'ole h a d  m a n y - y e a r s  ( front-5 to 

8 y e a r s  ) o f  e x p e r i e n c e  w i t h  p h a r m a c y  b o a r d s  fajom o u r  
n e i g h b o r i n g  s t a t e s  to t h e  s o u t h .  T h e  b o a r d  p l a n n e d  to 

b r i n g  o n e  o f  t h e s e  p e o p l e  o n  l i n e  a t  a n  e a r l y  d a t e .  T h e  
b o a r d  , as o u t l i n e d  in S e c t i o n  4 o f  t h i s  r e p o r t  , r a n  i n t o  
d i f f i c u l t i e s  , n o t  o f  t h e i r  d o i n g ,  b u t  b r o u g h t  o n  b y  
t h e  e r r o n e o u s  s u b m i s s i o n  o f  t h e  r e q u e s t  f o r  t w o  i n v e s t i g a t o r s ,  

i n s t e a d  o f  th e o n e  e x e c u t i v e - s e c r e t a r y  t h a t  t h e  b o a r d , i n  

d o c u m e n t e d  m i n u t e s ,r e q u e s t e d .  It is the b o a r d s  g o a l  for 
F Y  1 84, to h a v e  t h e  e x e c u t i v e - s e c r c t r n y  p o s i t i o n  p l a c e d  
in th e p e r s o n n e l  d i v i s i o n  o f  th e  s t a t e ,  s o  t h i s  p o s i t i o n  
m a y  b e  f i l l e d .  It c a n  b e  clone b y  s p e c i a l  e x c e p t i o n ,  a n d  

d o n e  r a t h e r  r a p i d l y  , o r  it c a n  b e  d o n e  b y  l e g i s l a t i v e  a c t i o n  
e a r l y  in 1 9 8 4  . It m u s t  b o  d o n e  to a s s u r e  p r o p e r  

i m p l e m e n t a t i o n  o f  A S  17 30 & A S  17 35 a n d  a t  t h e  e a r l i e s t  

d a t e  p o s s i b l e  . T h e  b o a r d  h a s  s u b m i t t e d  F Y  '84 b u d g e t  

as p a r t  6 o f  t h i s  r e p o r t  a n d  h a s  b u d g e t e d  $ 3 5 , 0 0 0 . 0 0  f o r  

w h a t  r e m a i n s  o f  F Y  '84, a n d  $ 5 2 , 0 0 0 . 0 0  in  F Y  '85 a n d  

$ 5 6 , 0 0 0 . 0 0  in F Y ' 86 . T h e s e  b u d g e t  r e q u e s t s  a r e  r e a s o n a b l e  
a n d  a r e  n e c e s s a r y  to g e t  r h e  j o b  d o n e .  O n e  p e r s o n  d o e s  t h e  

j o b  in W a s h i n g t o n  , in O r e g o n  a n d  i n  W y o m i n g  . T w o  i n v e s t i g a t o r  

a r e  n o t  n e e d e d  . T h e  b o a r d  h a s  s u b m i t t e d  a b u d g e t  o f  
$ 1 5 , 0 0 0 . 0 0  p e r  y e a r  f o r  e a c h  o f  t h e  y e a r s  F Y ' 8 4 ,  FY  '85 a n d  ' I j 
F Y  '86 , as a t r a v e l  e x p e n s e  i t e m  f o r  t h e  e x e c u t i v e - s e c r e t a r y .  

-rhe e x e c u t i v e - s e c r e t a r y  , in f u t u r e  y e a r s ,  c o u l d  t a k e  o v e r



( c o n t i n u e d )

ir.uch o f  t h e  i n s p e c t i o n  o f  p h a r m a c i e s  , in c o n j u n c t i o n  
w i t h  b o a r d  m e m b e r s  in t he  v a r i o u s  g e o g r a p h i c  a r e a s  

o f  t h e  s t a t e .  T h e  e x e c u t i v e - s e c r e t a r y  c o u l d  a l s o  

d o  m o s t  o f  t h e  i n v e s t i g a t i o n  w o r k  , w i t h  t h e  h e l p  

o f  i n v e s t i g a t o r s  n o w  e m p l o y e d  b y  t h e  DOl., w i t h o u t  
h i r i n g  a d d i t i o n a l  . i n v e s t i g a t o r s .  T h i s  is h o w  t h e  

p r o g r a m  w o r k s  in t h e  t h r e e  s t a t e s  r e f e r r e d  t o  p r e v i o u s l y  
i n  t h i s  r e p o r t .  I t  is e f f e c t i v e  a n d  it is  c o s t  e f f e c t i v e .

T h e  b o a r d  h a s  r e q u e s t e d  $ 3 5 , 0 0 0 . 0 0  f o r  a r e g u l a t i o n  
s p e c i a l i s t  fo r t h e  F Y  '84 a n d  r e d u c e d  t h i s  to $ 3 3 , 0 0 0 . 0 0  
i n F Y '85 a n d  to z e r o  in F Y ' 86. M o s t  o f  t h e  r e g u l a t i o n s

n e e d e d  s h o u l d  b e  i n  p l a c e  b y  t h e  e n d  o f  F Y  '05.
T h e  b o a r d  h a s  r e q u e s t e d  t h a t  n o  m o n e y  b e  s p e n t  o r  p u t  
in t h e  b o a r d ' s  b u d g e t  f o r  i n v e s t i g a t o r s  f o r  F Y  84. T h e  
l i c e n s e s  m u s t  b e  i s s u e d  a n d  in p l a c e  p r i o r  t o  b e i n g  

a b l e  to i n v e s t i g a t e  l i c e n s e  v i o l a t i o n s  . T h e  b o a r d  h a s  

r e q u e s t e d  $ 4 5 , 0 0 0 . 0 0  ci y e a r  f o r  i n v e s t i g a t o r  h i r e  
i n  F Y  85 a n d  a g a i n  in FY'' 86 , a s  b y  t h a t  t i m e  i n v e s t i g a t i o n s  

w i l l  b e  in o r d e r  a n d  i n d e e d  n e e d e d .  T h e  b o a r d  h a s  r e q u e s t e d  

$ 1 5 , 0 0 0 . 0 0  f o r  l i c e n s i n g  r e g -*lons in e a c h  y e a r  o f  F Y ' 8 4 ,
F Y  '85 a n d  F Y  '86., a n d  t h i s  a m o u n t  o f  m o n e y  r e p r e s e n t s  

t h e  b o a r d ' s  s h a r e  o f  t h e  e x p e n s e  f o r  a l i c e n s i n g  e x a m n i n e r  

t h a t  is s h a r e d  b y  o t h e r  b o a r d s .  T h s  b o a r d  h a s  s u b m i t t e d  t h e  
a m o u n t  o f  $ 1 , 0 0 0 . 0 0  p e r  y e a r  f o r  e a c h  o f  F Y  '84, F Y  '85 a n d  
F Y  '86 f o r  t h e  p r o d u c t i o n  o f  a n e w s  l e t t e r .  It  is o n e  o f  

t h e  b o a r d  g o a l s  t h a t  t h i s  b e  d o n e  i n  c o n j u n c t i o n  w i t h  the 

N A B P  n e w s  l e t t e r  . T h e  b o a r d  h a s  r e q u e s t e d  t he  s u m  o f  
$ 1 8 , 0 0 0 . 0 0  to c o n d u c t  t h r e e  b o a r d  m e e t i n g s  in F Y  '84 a n d  

t h e  s u m  o f  $ 2 0 , 0 0 0 . 0 0  f o r  F Y  '85 a n d  t h e  s u m  o f  $ 2 2 , 0 0 0 . 0 0  

f o r  FY '86 . T h e  b o a r d  h a s  r e q u e s t e d  th e  s u m  o f  $ 5 , 0 0 0 . 0 0  

to h e l p  d e f r a y  the c o s t  o f  b o a r d  m e m b e r s  b e i n g  r e p r e s e n t e d  
c*t h e a r i n g s  d u r i n g  s u n s e t  . In 1 9 7 9  b o a r d  m e m b e r s  p a i d  
t h e i r  o w n  w a y  to  t h e s e  h e a r i n g s  a t  a c o n s i d e r a b l e  o u t  o f  

p o c k e t  e x p e n s e  th at  s h o u l d  n o t  b e  a r e s p o n s i b i l i t y  o f  b o a r d  

m e m b e r s .  T o t a l  b u d g e t  r e q u e s t s  f o r  F Y  '84 is $ 1 5 8 , 4 0 0 . 0 0 ,  

for F Y  '85 it is $ 194 , 0 0 0 . 0 0  a n d  f o r  F y  '86 '.t is $ 1 6 3  , 0 0 0 . 0 0

P r o m u l g a t e  P.eo u 1 a .i.ons to C a r r y  O u t  th e  P u r p o s e  o f A S  80,

T h a t  H a v e  N o t  B e e n  P r e v i o u s l y  C o n s i d e r e d  _Djje to_ W o r k  L o a d s  
T h e  b o a r d  - s p r o j e c t i n g  an e x p e n s e  ( b u d g e t  r e q u e s t )  o f  

$ 3 , 0 0 0 . 0 0  for e a c h  y e a r , F Y  '84, F Y  '85, a n d  F Y  '86. T h i s  

a m o u n t  s h o u l d  c o v e r  a c t u a l  c o s t s  , n o t  i n c l u d i n g  s ;la:ry f o r  
t h e  r e g u l a t i o n  s p e c i a l s  / t h a t  is s u b m i t t e d  e l s e w h e r e  in 
b u d g e t  r e q u e s t .

N e w s  L e t  t e r :

A l t h o u g h  t h e  b o a r d  h a s  b e e n  t e m p o r a r i l y  s t o p p e d  b y  a c t i o n  
o f  t h e  d i r e c t o r  o f  D O L  , f r o m  a c o o p e r a t i v e  e f f o r t  w i t h  th e 
N A B P  in t h e  p r o d u c t i o n  o f  a n e w s  l e t t e r ,  t h e  b o a r d  h a s  

a s a g o a l  in F Y  '84 t h e  e s t a b l i s h m e n t  o f  t h e  n e w s  l e t t e r .
T h e  b o a r d  h a s  a s k e d  the  a t t o r n e y  g e n e r a l  r e p r e s e n t a t i v e  , . 
w h o  • g a v e  an u n o f f i c i a l  n e g a t i v e  r e s p o n s e  t o  t h e  r e q u e s t  t h e  

f i r s t  time,  to t a k e  ar. i n d e p t h  l o o k  a t  t h e  l e g a l  p r o b l e m s  

t h a t  a r e  i m a g i n e d  , t o  d e t e r m i n e  t h a t  t h e y  r e a l l y  d o  n o t  

e x i s t .  M o s t  o t h e r  s t a t e s  h a v e  t h i s  p r o g r a m  w i t h  n o  p r o b l e m s .  
A l a s k a  s h o u l d  a l s o  b e n e f i t  f r o m  t h e  coopercit.ion o f  N A B P  
in s u p p l y i n g  a g o o d  n e w s  l e t t e r  to a l l  r e q u l o n s .



T h e  B o a r d  P l a n s  T h r e e  R e g u l a r l y  S c h e d u l e d  M e e t i n g s  f o r

F Y 1 84 a n d  is P r o j e c t i n g  a L i k e  Am o u n t '  f o r  E a c h  y e a r  F Y ' 8 5  & F Y 1 8
T h e  b o a r d  w i l l  c o n t i n u e  t o  h o l d  a t  l e a s t  o n e  m e e t i n g  a y e a r

in  J u n e a u  a n d  f o r  F Y  '84 , h a s  s c h e d u l e d  t h e  f a l l  1 9 8 3  m e e t i n g
i n  J u n e a u  o n  O c t o b e r  27 & 2 8  , 1 9 8 3 .  T h e r e  w i l l  p r o b a b l y

a l s o  b e  a m e e t i n g  i n  J u n e a u  i n  F e b r u a r y  1 9 8 4  a n d  t h e  J u n e

m e e t i n g  w i l l  b e  h e l d  ( a t  a n  u n d e c i d e d  l o c a t i o n )  a n d  a t  t h e

t i m e  t h e  2JABPLEX ( n a t i o n a l )  e x a m i n a t i o n  is s c h e d u l e d  n a t i o n
w i d e  . T h e  b o a r d  m a y  a l s o  h o l d  t e l e p h o n e  t e l e c o n f e r e n c e s  , in

F Y  '84 , i n  a n  a t t e m p t  t o e x p e d i t e  i m p l i m e n t a t i o n  o f

A S  30 & A S  35 a n d  as a n e c e s s i t y  d u e  to l i m i t e d  f u n d s  a n d

t i m e .  P r o j e c t e d  c o s t s  a r e  F Y ' 8 3 - ' 8 4  & ' S 5  is $ 1 8 , 2 0 ,  a n d  $ 2 2 , 0 0 0 . 0

T h e  B o a r d  W i l l  R e s p o n d  t o  L e g i s l a t i v e  a u d i t  U n d e r  " S u n s e t "  • 
L e g i s l a t i o n  to J u s t u f v  t h e  F. xi st an ce  o f  t h e  B o a r d .
T h e  b o a r d  s t r o n g l y  f e e l s  t h a t  t h e  b o a r d  s y s t e m  is t h e  
b e s t  m e t h o d  o f  a d m i n i s t e r i n g  p h a r m a c y  l a w s  a n d  r e g u l a t i o n s ,  
a n d  t o  t h i s  e n d  w i l l  p r e s e n t  t e s t i m o n y  t o  t h e  l e g i s l a t i v e  
a u d i t  c o m m i t t e e  a n d  t h e  v a r i o u s  c o m m i t t e s -1 o f  t h e  l e g i s l a t u r e ,  

w h e n  t h i s  is n e c e s s a r y  . T h e  p h a r m a c y  b o a r d  w a s  g i v e n  a 
v o t e  o f  c o n f i d e n c e  , w h e n  t h e  C o n t r o l l e d  S u b s t a n c e  A c t  

w a s  i m p l e m e n t e d  . .The l e g i s l a t u r e  f e l t  a t  t h a t  t i m e  t h a t  
t h e  p h a r m a c y  b o a r d  c o u n d  a d m i n i s t e r  t h e  A c t  in a k n o w l e d g a b l e  

a n d  c o s t  e f f e c t i v e  w a y .  T h e  b o a r d  i n  r e a c t i n g  t o  t h a t  

c o n f i d e n c e  is a t t e m t i m g  to d o  j u s t  t h a t  a n d  to c o n d u c t  t h e  

d u t i e s  o f  t h e  b o a r d  in a r e s p o n s i v e  a n d  e f f e c t i v e  m a n n e r .
C o s t s  a r e  p r o j e c t e d  as $ 5 , 0 0 0 . 0 0  f o r  F Y ' 8 4  a n d  n o  c o s t s  f o r  
F Y  '85 & F Y ' 86 a s  t h e  t w o  l a t e r  y e a r s  a r e  n o n - s u n s e t  y e a r s .



P a r t  6 . B u d g e t  R e c o m m e n d a t i o n s  F Y  '84 W i t h  E s t i m a t e s  B u d g e t  
R e c o m m e n d a t i o n s  f o r  F Y  '85 a n d  F Y ' 86:

I T E M B U D G E T  F Y  184 B U D G E T  F Y '85 B U D G E T  F Y  '86’

1 .I n s p e c t i o n s $ 5 , 0 0 0 . 0 0 $ 5 , 5 0 0 . 0 0 $ 6 ,000 .00

2 . C o n t i n u i n g  

E d u c a t i o n

5 , 0 0 0 . 0 0 - 0- - 0-

3 . C o n t r o l l e d

S u b s t a n c e  Ac t.  
A S  30 & A S  .35

*
• '

A. E x e c u t i v e  
S e c r e t a r y $ 3 5 , 0 0 0 . 0 0 $ 5 2 , 0 0 0 . 0 0 $5 6  ,000 .00

B. T r a v e l  fo r  
E x - S e c t . $ 1 5 , 0 0 0 . 0 0 $ 1 5 , 0 0 0 . 0 0 $ 1 5 , 0 0 0 . 0 0

C. R e g u l a t i o n
S p e c i a l i s t $ 3 5 , 0 0 0 . 0 0 $ 3 3 , 0 0 0 . 0 0 - 0-

D. I n v e s t i g a t o r  - 0 - $ 4 5 , 0 0 0 . 0 0 $ 4 5  , 0 0 0 . 0 0

E. L i c e n s i n g
E x a m i n e r  $ 1 5 , 0 0 0 . 0 0  

( S h a r e d  e x p e n s e )

$ 1 5 , 0 0 0 . 0 0 $ 1 5 , 0 0 0 . 0 0

4. R e g i s t r a t i o n  
O f  Regulor.s $ 3 , 0 0 0 . 0 0 $ 3 , 0 0 0 . 0 0 $ 3 , 0 0 0 . 0 0

5. N e w s  L e t t e r $ 1 ,000 .00 $ 1 ,000 .00 $ 1 ,000 .00

6 . B o a r d  M e e t i n g s  
( 3 a ye a r ) $ 1 3 , 0 0 0 . 0 0 $ 2 0 ,000 .00 $ 2 2 ,000 .00

7. R e s p o n s e  to 
S u n s e t $ 5 , 0 0 0 . 0 0  • - 0- - 0 -

T O T A L S $ 1 5 8 / 4 0 0 . 0 0 $ 1 9 4 , 0 0 0 . 0 0 $ 1 6 3 , 0 0 0  . 00
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5 M a r c h  1 9 8 3 E l d o n  R. U l m e r  , R . P h .  

P r e s i d e n t ,  B o a r d  o f  P h a r m a c y  

P . O .  B o x  1 0 1 4 2 0  

A n c h o r a g e ,  A l a s k a  9 9 5 1 0

Mr . H a r r y  T r e a g e r  

D i r e c t o r
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  
P o u c h  "D"
J u n e a u  , A l a s k a  9 9 8 1 1

D e a r  Mr . T r e a g e r :

P l e a s e  c o n s i d e r  t h i s  l e t t e r  a n d  s u p p o r t i v e  i n f o r m a t i o n

a t t a c h e d  , as a n  o f f i c i a l  r e q u e s t  f o r  a c t i o n  b y  y o u  ,
f r o m  t h e  B o a r d  o f  P h a r m a c y

W h e n  y o u  m e t  w i t h  t he  B o a r d  in J u n e a u  o n  F e b r u a r y  25, 1 9 8 3 ,
y o u  r e q u e s t e d  t h a t  I w r i t e  to y o u  a s k i n g  y o u r  h e l p  in 
o b t a i n i n g  c h a n g e s  in t h e  " d e s i g n a t i o n  o f  p e r s o n n e l 11 
p o r t i o n  o f  t h e  b u d g e t e d  l i n e  i t e m s  f o r  i m p l e m e n t a t i o n  

o f  A S  1 7 . 3 0  a n d  A s  1 7 . 3 5  b y  t h e  B o a r d  o f  P h a r m a c y .

Y o u  a l s o  a s k e d  f o r  a j o b  d e s c r i p t i o n  f o r  t h e  B o a r d s  
d e s i g n a t i o n  o f  11 E X E C U T I V E - S E C R E T A R Y - I N S P E C T O R  11 . In t h e  
f i v e  p a g e s ,  a t t a c h e d , s t a g i n g  p u r p o s e  , a n d  i n c l u d i n g  

n a r r a t i v e  , c o n c l u s i o n  , a n d  an a d d e n d u m ,  I h a v e  a t t e m p t e d  
to d o  t h a t  . It is c o m p l e x  , to s a y  t h e  l e a s t ,  b u t  I 
d o  b e l i e v e  it c o n v e y s  t h e  i n t e n t  c f  t h e  l e g i s l a t u r e  a n d  
a m e a n s  o f  i m p l e m e n t i n g  t h a t  i n t e n t .

P l e a s e  e x p e d i t e y o u r  r e q u e s t  f o r  th e  l i n e  i t e m  c h a n g e  
s o w e  m a y  p r o c e e d  a t  o n c e .  W e  a r e  a l r e a d y  t w o  m o n t h s  i n t o  
.19 8 3 , a n d  n e e d  to g o a t  f u l l  s p e e d  in t h e  n e x t  m o n t h  o r  
t w o  .

L e t  m e  k n o w  as s o o n  as y o u  h a v e  h i r e d  t h e  r e g u l a t i o n  s p e c i a l i s t  

t h a t  y o u  p r o m i s e d  to h i r e  a n d  b a s e  in A n c h o r a g e .  I h a v e  f i v e  

, p a g e s  o f  s u g g e s t e d  r e g u l a t i o n s  c o v e r i n g  n o t  o n l y  A S  1 7 . 3 0 ,  
b u t  a l s o  A S  1 7 . 3 5  . I h a v e  a c o m m i t m e n t  f r o m  a l l  .four o f

t h e  p h y s i c i a n s  to  s e r v e  in t h e  v a r i o u s  c a t e g o r i e s  o n  t h e  
P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  a n d  n e e d  t h e  s p e c i a l i s t  
to  a i d  in g e t t i n g  m y  p r o p o s e d  a p p l i c a t i o n s  f o r  t h o s e  
p o s i t i o n s  i n t o  p r i n t e d  form , s o  l e t t e r s  o f  a p p o i n t m e n t  m a y  

b e  s e n t .(

08 H O LM
E l u o n  R. Ulmer, R.Ph.



c
E l d o n  R. U l m e r  , R . P h .  
P r e s i d e n t ,B o a r d  o f  P h a r m a c y  

P . O .  B o x  1 0 1 4 2 0  
A n c h o r a g e ,  A l a s k a  9 9 5 1 0

Mr. H a r r y  T r e a g e r

D i r e c t o r ,  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g

E n c l o s u r e :  F i v e  p a g e s  o f  s u p p o r t i v e  m a t e r i a l .

C O P Y  TO: H o n o r a b l e  W i l l i a m  S h e f f i e l d
G o v e r n o r ,  S t a t e  o f  A l a s k a  
P o u c h  "A" S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u  , A l a s k a  9 9 8 1 1

R i c h a r d  A . L y o n ,  C o m m i s s i o n e r  C o m m e r c e  & E c o n . D e v .  

P o u c h  "D"
J u n e a u  , A l a s k a  9 9 8 1 1

H o n o r a b l e  J o e  H a y e s ,  S p e a k e r  o f  H o u s e  o f  R e p r e s e n t a t i v e  

P o u c h  "V"
J u n e a u  , A l a s k a  9 9 8 1 1  ‘

H o n o r a b l e  J a l m a r  K o r t t u l a ,  P r e s i d e n t  o f  t h e  S e n a t e  

P o u c h  "V"
J u n e a u  , A l a s k a  9 9 8 1 1

Norinan G o r s u c h ,  A t t o r n e y  G e n e r a l  
D e p a r t m e n t  o f  L a w  

P o u c h  "K"
J u n e a u  , A l a s k a  9 9 8 1 1

D a n  Hickey,- C h i e f  P r o s e c u t o r ,
D e p a r t m e n t  o f  L a w  

P o u c h  'lK"
■Ju n e a u  , A l a s k a  9 9 8 1 1

A L L  M E M B E R S  O F  A L A S K A  B O A R D  O F  P H A R M A C Y

G e r a l d  W i l k e r s o n ,  C P A  ,
L e g i s l a t i v e  A u d i t o r  

P o u c h  "W"
Junec.u, A l a s k a  9 9 8 1 1

(

ao  »;b l h
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I M P L E M E N T A T I O N

C O N T R O L L E D  S U B S T A N C E  S T A T U T E  A S . 1 7 . 3 0  
A N D

M A R I J U A N A  T H E R A P E U T I C  R E S E A R C H  

P R O G R A M  S T A T U T E  A S . 1 7 . 3 5

A L A S K A  S T A T E  B O A R D  O F  P H A R M A C Y

/



•

T h e  L e g i s l a t u r e  p a s s e d  t h e  C O N T R O L L E D  S U B S T A N C E  S T A T U T E  

A S  1 7 . 3 0  A N D  T H E  M A R I J U A N A  T H E R A P E U T I C  R E S E A R C H  P R O G R A M  
S T A T U T E  A S  1 7 . 3 5  I N  1,9 82 w i t h  a n  e f f e c t i v e  d a t e  o f  J a n u a r y  
1, 1 9 8 3 .

M u c h  o f  t he  r e s p o n s i b i l i t y  f o r  t h e  i m p l e m e n t a t i o n  o f  t h e s e  

tw o  s t a t u t e s  r e s t s  w i t h  t h e  R o a r d  o f  P h a r m a c y  . T h e  l e g i s l a t i o n  

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

T h e  B o a r d  o f  P h a r m a c y  h a s  b e e n  p l a n n i n g  , s i n c e  1 9 8 1  , f o r  

t he  r e s p o n s i b i l i t i e s  t h a t  m a n y  b e l i e v e d  w o u l d  b e  v e s t e d  w i t h  

t h e  B o a r d  , b u t  c o u l d  m a k e  n o  d e f i n i t e  p l a n s  u n t i l  e n a c t m e n t  

w a s  a c c o m p l i s h e d  a n d  an e f f e c t i v e  d a t e  e s t a b l i s h e d .

/
T h e  B o a r d  is n o w  f a c e d  w i t h  p r o b l e m s  o f  s e l e c t i n g  a n d  f u n d i n g  

p e r s o n n e l  t o  i n s u r e  a t i m e l y  i m p l e m e n t a t i o n  o f  i t ' s  r c s p o n s i b l i y .

N A R R A T I V E ;

U n d e r  S e c  1 7 . 3 0 . 0 1 0  R e g u l a t i o n s  m u s t  b e  p r o m u l g a t e d .

U n d e r  S e c  17. 3 0 . 0 2 0  , ( a ) , ( b ) , ( c ) , (d) , (e) & (f) R e g i s t r a t i o n  
r e q u i r e m e n t s  m u s t  b e  m e t  .

U n d e r  S e c  1 7 . 3 0 . 0 3 0  (a), ( b ) , 6 (c) R e g i s t r a t i o n  m u s t  b e  
a c c o m p l i s h e d .

U n d e r  S e c  1 7 . 3 5  M a r i j u a n a  T h e r a p e u t i c  R e s e a r c h  , a p r o g r a m  

m u s t  b e  e s t a b l i s h e d  , p h y s c i a n s  i n t e r v i e w e d  a n d  a p p o i n t e d  to 
t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  a n d  r e g u l a t i o n s  m u s t  
b e  a d o p t e d  to a s s u r e  t h i s  p r o g r a m  is a d m i n i s t e r e d  a t  a s t a t e  
l e v e l  t h a t  is c o m p a t i b l e  w i t h  F e d e r a l  S t a t u t e s .

A l l  o f  a b o v e  c a n  no t  b e  a c c o m l i s h e d  in t h r e e  m e e t i n g s  o f  t.</o d a y s  
e a c h  p r e s e n t l y  b u d g e t e d  f o r  t h e  B o a r d .

C o m p e t e n t ,  q u a l i f i e d  a n d  e x p e r i e n c e d  p e r s o n n e l  m u s t  b e  h i r e d ,  
a n d  f a s t  , to a c c o m p l i s h  t h e  m a n d a t e  o f  t h e  l e g i s l a t u r e .

W i t h  t h i s  in m i n d  t h e  B o a r d  as e a r l y  a s  J u n e  1 9 8 1  , s t a r t e d  
s e t t i n g  u p  a p r o p o s e d  b u d g e t  a n d  e s t a b l i s h i n g  g o a l s  a n d  

o b j e c t i v e s  , e v e n  t h o u g h  n o  lav; w a s  o n  t h e  b o o k s  a t  t h a t  t i me .

A t  t w o  o f  i t s  t h r o e  m e e t i n g s  in 1 9 8 2  , a f t e r  t h e  e n a c t m e n t  

o f  t h e  l e g i s l a t i o n  , b u t  s t i l l  p r i o r  t;o t h e  e f f e c t i v e  d a t e ,  t h e  

p o a r d  a g a i n  e s t a b l i s h e d  g o a l s  a n d  a n  a c c o m p a n i n g  p r o p o s e d  
b u d g e t  . T h i s  f a c t  m a y  b e  v e r i f i e d  by t h e  m i n u t e s  o f  a l l  o f  

t h e  a b o v e  c i t e d  m e e t i n g s  a n d  t h e  a t t a c h e d ' a o a l s  a n d  o b j e c t i v e s  
to t h o s e  m i n u t e s .

T h r o u g h o u t  t h e  m e e t i n g s ,  e v i d e n c e  o f  t h e  B o a r d ' s  i n t e n t  c a n  

b e  c l e a r l y  i d e n t i f i e d  . N e v e r  d i d  t h e  B o a r d  w a v e r  f r o m  i t ' s  

( i n t e n t  t o  h i r e  a " E x e c u t i v e -  S e c r e t a r y  " t y p e  p e r s o n  to c o m e

o n  b o a r d  in a  f u l l  t i m e  p o s i t i o n  . V a r i o u s  b u d g e t  f i g u r e s  

w e r e  s u b m i t t e d  in t h e  r a n g e  of  $ 8 5 , 0 0 0 . 0 0  f o r  t h e  p e r i o d  
J a n u a r y  1, 1 9 8 3  t h r o u g h  J u n e  30 , 1 9 8 3  ( a h a l f  y e a r )  t o  f i t  t h e  
f i s c a l  b u d g e t  t i m e  f r a m e  f r o m  e f f e c t i v e  d a t e  o f  J a n u a r y  1 , 1983 .
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T h e  B o a r d  d o e s  n o t  e n j o y  b u d g e t - b y n a s s  p r i v e l e d g e s  a n d  
m u s t  s u b m i t  a b u d g e t  t h r o u g h  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  ! 
Li'cen s i n g  . I t  i s t h e  B o a r d s  u n d e r s t a n d i n g  t h a t  t h i s  b u d g e t  

i s  t h e n  s u b m i t t e d  t h r o u g h  t h e  D i v i s i o n  o f  C o m m e r c e  a n d  
E c o n o m i c  D e v e l o p e m n t  a n d  o n  t o  t h e  H o u s e  a n d  S e n a t e  B u d g e t  

C o m m i t t e e s  .

T h e  B o a r d  D I D  s u b m i t  a b u d g e t  , b o t h  f o r  t h e  f i s c a l  y e a r  

1 9 8 3  a n d  a g a i n  f o r  t h e  h a l f - f i s c a l  y e a r  1 9 8 3 (  J a n u a r y  1 , 1 9 8 3  

t h r o u g h  J u n e  30 , 1 9 8 3 .  T h e  1 9 8 3 - 8 4  F i s c a l  y e a r  b u d g e t
w a s  s u b m i t t e d  to t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g
a l s o * a n d  it is p r e s e n t l y  i n  t h e  p r o c e s s .

W i t h  e a c h  b u d g e t  r e q u e s t  , -a b r e a k d o w n  w a s  a l s o  s u b m i t t e d .

In e v e r y  r e q u e s t  t h e r e  is a n  a u d i t  t r a i l  e s t a b l i s h e d
i n  t h e  m i n u t e s  o f  m e e t i n g s  a n d  in letters.. T h e  B o a r d  a l w a y s  
i n c l u d e d  e x p e n s e s  f o r  a p o s i t i o n  t h a t  w a s  l a b e l e d  v a r i o u s  

w a y s  , b u t  e i t h e r  w a s  c a l l e d  " E x e c u t i v e - S e c r e t a r y "  o r  

a c o m b i n e d  p o s i t i o n  o f  " E x e c u t i v e - S e c r e t a r y - I n v e s t i g a t o r - E x a m i n e r .

T h e  B o a r d  r e a l i z e d  t h a t  a r e g u l a t i o n  s p e c i a l i s t  w o u l d  b e  
n e e d e d  to p r o m u l g a t e  a l l  o f  t h e  r e g u l a t i o n s  m a n d a t e d  b y  
s t a t u t e  a n d  b u d g e t e d  f o r  t h a t  p o s i t i o n  a l s o  . T h e  B o a r d
a l s o  r a l i z e d  t h a t  , a l t h o u g h  it n a s  a l w a y s  b e e n  a s s i g n e d
a n  i n s p e c t o r  , by  th e  D O L  , t h a t  a f u l l  t i m e  i n s p e c t o r  w o u l d  

a s l o  b e  n e e d e d  , in a d d i t i o n  to s h a r i n g  t h e  o n e  u s e d  in t h e  
p a s t  . T h i s  w o u l d  t h e n  a m o u n t  to a n  i n v e s t i g a t o r  a n d  a h a l f (  th e 
h a l f  o n e  b e i n g  s h a r e d  w i t h  o t h e r  boards) a n d  t h e  f u l l  t i m e  o n e  
b e i n g  u s e d  in th e  e x t e n s i v e  i n v e s t i g a t o r y  w o r k  a n t i c i p a t e d  in 
t h e  d r u g  e n f o r c e m e n t  a r e a  .

S o m e w h e r e , in t h e  t r a n s l a t i o n  .From B o a r d  m i n u t e s  a n d  v o c a l  
r e q u e s t s ,  m a d e  b y  t he B o a r d  to  t h e  D i r e c t o r  o f  O c c u p a t i o n a l  
L i c e n s i n g  , M U C H  W A S  L O S T . T h e  B o a r d  r e c e n t l y  w a s  m a d e
a w a r e  t h a t  l i n e  i t e m  b u d g e t  i t e m s  w e r e  r e q u e s t e d  O R A T  L E A S T  
G R A N T E D  in t h e  b u d g e t  , T I E D  to s p e c i f i c  p e r s o n n e l .  T h i s
p e r s o n n e l  is d e f i n e d ,  a c c o r d i n g  to the D O L  f o r  t w o  r e g u l a t i o n  
s p e c i a l i s t s  a n d  tw o  i n v e s t i g a t o r s  . T h e s e  p e o p l e  a r e  

in a d d i t i o n  to the r e g u l a r  l i c e n s i n g  e x a m i n e r  t h a t  is a s s i g n e d  
to e a c h  b o a r d  a n d  u s u a l y  s h a r e d  b y  a t  l e a s t  o n e  o t h e r  b o a r d .
T h e  r e g u l a t i o n  s p e c i a l i s t s  a n d  th e  t w o  i n v e s t i g a t o r s  w e r e  to 
b e  th e p e o p l e  t h a t  w o u l d  a i d  t h e J 3 o a r d  in e m p l e n t i n g  its 
w o r k .

I
T h i s  w i l l  j u s t  N O T  W O R K .  T h e  B o a r d  n e e d s  a n  E x e c u t i v e -  
S e c r e t a r y  t y p e  p e r s o n ~  c o m p a r a b l e  to t h o s e  i n  t h e  e m p l o y e e  
6 f o t h e r  s t a t e s  , s u c h  a s W a s h i n g t o n ,  O r e g o n ,  a n d  W y o m i n g ,  w h e r e  

s t a t e  p h a r m a c y  b o a r d s  h a v e  f u l l  r e s p o n s i b i l i t y  f o r  t h e i r  s t a t e s  

c o n t r o l l e d  s u b s t a n c e  s t a t u t e s .  T h e  B o a r d  lias in m i n d  a t  l e a s t  

t h r e e  p e o p l e  , t w o  o f  w h i c h  w o u l d  b e  e x c e l l e n t  ,and w h o  h a v e  
i n d i c a t e d  a d e s i r e  to c o m e  to A l a s k a  . T h o s e  p e o p l e  h a v e  b e e n  
e m p l o y e d  f o r  a t  l e a s t  f i v e  y e a r s  a s  o x e c u t i v e - s e c : : e t a r i e s , • 

ciad1! a l s c  h a v e  i n v e s t i g a t e  e x e p e r i e n c e  , a n d  h a v e  b e e n  

i n v o l v e d  in t h e  a d m i n i s t r a t i o n  o f  b o t h  c o n t r o l l e d  s u b s t a n c e  

l e g i s l a t i o n  a n d  m a r i j u a n a  r e s e a r c h  p r o g r a m s  . J u s t  t h e  t y p e  
o f  p e r s o n  w i t h  j u s t  t h e  t y p e  o f  e x p e r i e n c e  n e e d e d  in t h e  i n i t i a l
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s t a g e  o f  t h e  p r o g r a m  i n  A l a s k a  . U n f o r t u n a t e l y  ,no 
s u c h  |.jsition i s  s p e c i f i c a l l y  l i s t e d  i n  t h e  j o b  '

r  • c l a s s i f i c a t i o n  p r o g r a m  o f  t h e  s t a t e ,  d i r e c t l y  i d e n t i f i e d
w i t h  t h e  P h a r m a c y  B o a r d  . S i m i l i a r  p o s i t i o n s  d o  e x i s t  

w i t h  th e  B o a r d  o f  N u r s i n g  a n d  o t h e r s ,  b u t  n o t  P h a r m a c y .  >

T h e  B o a r d  o f  P h a r m a c y  d o e s  n o t  n e e d ,  in t h e  i n i t i a l  

o r g a n i z a t i o n  , t w o  i n v e u t i g a t o r s  . T h e  B o a r d  d o e s  

d e s p e r a t e l y  n e e d  an  e x p e r i e n c e d  e x e c u t i v e - s e c r e t a r y  t y p e ,  
o n  a d a y - b v - d a y  b a s i s  to g e t  t h e  p r o g r a m s  i n i t i a t e d  a n d  

t h e n  p r o p e r l y  a d m i n i s t r a t e d  .

T h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  h a s  
a g r e e d  to s u b m i t  t h e  B o a r d s  d e s i r e s  as to c h a n g i n g  t h e  , 

b u d g e t  l i n e  i t e m  i d e n t i f i c a t i o n  f r o m  t w o  r e g u l a t i o n  
s p e c i a l i s t s  a n d  t w o  i n v e s t i g a t o r s  t o  t h e  p e r s o n n e l  t h a t
c o u l d  d o  t h e  j o b  , as l o n g  as t h e  B o a r d  s t a y s  w i t h i n  t h e  
budget.ed d o l l a r s .  T h e  B o a r d  h a s  b e e n  i n f o r m e d  t h a t  i t  h a s  , 
b u d g e t e d  d o l l a r s  c o v e r i n g  t h e  f o u r  p e o p l e  m e n t i o n e d  a b o v e ,  
in th e  a m o u n t  o f  $ 7 5 , 0 0 0 . 0 0  f o r  t h e  p e r i o d  J a n u a r y  1, 1 9 8 3  
t h r o u g h  J u n e  30 , 1 9 0 3  . T h e  B o a r d  h a s  a s k e d  t h e  d i r e c t o r  o f
D O L  to m a k e  t h e  f o l l o w i n g  r e q u e s t :

I n v e s t i g a t o r  /  ■'. 
E x e c u t i v e - S e c r e t a r y - I n s p e c t o r  r a n g e  o f  $ 4 5 , 0 0 0 . 0 0 / y
E s t i m a t e d  30 % o f  s a l a r y  f o r  o f f i c e  e t c  1 3 , 5 0 0 . 0 0 / y
O n e  f u l l  t i m e  r e g u l a t i o n  s p e c i a l i s t  33, 00t).00/y

E s t i m a t e d  304 o f  s a l a r y  f o r  o f f i c e  9 , 9 0 0 . 0 0 / y

L i c e n s i n g  E x a m i n e r ( o r  s e c r e t a r y  t y p e )  2 8 , 0 0 0  . GO/y: 1
E s t i m a t e d  30 I  f o r  o f f i c e  e t c .  8 , 4 0 0 . 0 0 / y :

T O T A L  F O R  O N E  Y E A R  . $ 1 3 7 . 8 0 0 7 0 0 / y .  I

T h i s  w o u l d  b r e a k  d o w n  to ?> 6 8 , 9 0 0 . 0 0  f o r  t h e  r e m a i n d e r  o f  
f i s c a l  y e a r  1 9 8 3  ( h a l f y e a r  J a n  1  □Trough J u n e  30 , 1983)  a n d
w e l l  u n d e r  the  S 7 5 ~ 0 0 O .0 0 ~ B u d g e t e d  . T h e  f i g u r e s  a b o v e  m a y
b e  s l i g h t l y  o f f  , b u t  s h o u l d  b e  f a i r l y  c l o s e  a n d  d e fi n i l e l y  o n  
t h e  c o n s e r v a t i v e  s i d e  c o n s i d e r i n g  t h e  l i c e n s i n g  e x a m i n e r  
b u d g e t e d  a b o v e  f o r  f u l l  t i m e  I'haramcy B o a r d  w o r k  , w h e n  s h e  
w o u l d  p r o b a b l y  b e  u s e d  p a r t  t i m e  w i t h  a n o t h e r  b o a r d .

T h e  D i r e c t o r  o f  T h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  h a s  
a s k e d  t h a t  t h e  P r e s i d e n t  c f  T h e  B o a r d  C f  P h a r m ;  - v w r i t e  h i m  
a l e t t e r  a s k i n g  f o r  h i s  c o o p e r a t i o n  in r e q u e s t  ig t h e  c h a n g e  
a n d  in a d d i t i o n  a t t e m p t  to w r i t e  a j o b  e x p e r i e n c e  q u a l i f i c a t i o n  
r e q u i r e m e n t s  a n d  a j o b  d e s c r i p t i o n  f o r  t h e  p o s i t i o n  o f  
E x e c u t i  v e - S e c r e t a r y - I n v e s t i g a t o r

, T h e  l e t t e r  h a s  b e e n  w r i t t e n  a n d  w i l l  b e  s e n t  t o  t h e  

D i r e c t o r  a l o n g  w i t h  t h i s  n a r r o t i v t -  a n d  a c o n c l u s i o n  " 

s t a t e m e n t .  C o p i e s  o f  a l l  m a t e r i a l  w i l l  a l s o  b e  

s e n t  to T h e  G o v e r n o r ,  T h e  C o m m i s s i o n e r  o f  C o m m e r c e  &

E c o n o m i c  D e v e l o p e m e n t , T h e  Sp, n k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s ,  
T h e  P r e s i d e n t  o f  t h e  A l a s k a  S t a t e  S e n a t e ,  a l l  B o a r d  o f  P h a r m a c y  

M e m b e r s ,  a n d  L e g i s l a t i v e  S u n s e t  R e v i e w  C o m m i t t e e ,  a n d  
( T h e  A t t o r n e y  G e n e r a l  , a n d  D a p a r t m e n t  o f  L a w .
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Q u a l i f  i c a t i o n s :

1 .

2 .

F i v e  y e a r s  e x p e r i e n c e  w i t h  a n o t h e r  B o a r d  o f  P h a r m a c y ,  o f  

w h i c h  t h r e e  y e a r s  m u s t  b e  in t h e  p o s i t i o n  o f  v x e c u t i v e -  

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

E x p e r i e n c e d  in a d m i n i s t e r i n g  c o n t r o l l e d  s u b s t a n c e  
l a w  o f  a s t a t e  , u n d e r  d i r e c t i o n  a n d  s u p e r v i s i o n  

o f  a p h a r m a c y  b o a r d .

3.

4 .

5.

E x p e r i e n c e  in a d m i n i s t e r i n g  

r e s e a r c h  p r o g r a m  u n d e r  the 
a b o a r d  o f  p h a r m a c y .

a m a r i j u a n a  

d i r e c t i o n  a n d

t h e r a p e u t i c  

s u p e r v i s i o n  o f

E x p e r i e n c e  m a i n t a i n i n g  f i l e s  a n d  r e g i s t i a t i o n  a n d  l i c e n s i n g  o f  

p h a r m a c i s t s  a n d  c o n t r o l l e d  s u b s t a n c e  r e g i s t r a t a n t s  a t  t h e  
d i r e c t i o n  a n d  u n d e r  t h e  s u p e r v i s i o n  o f  a b o a r d  o f  p h a r m a c y .

B e  a r e g i s t e r e d  p h a r m a c i s t  in a s t a t e  r e c o g n i z e d  b y  t h e  

N a t i o n a l  A s s o c i a t i o n  o f  B o a r d s  o f  P h a r m a c y  a n d  b e  
r e q u i r e d  to b e c o m e  r e g i s t e r e d  a s  a p h a r m a c i s t  i n  t h e  
S t a t e  o f  A l a s k a  w i t h i n  s i x  m o n t h s  o f  b e i n g  h i r e d  a s  
E x e c u t i v e - S e c r e t a r y - I n v e s t i g a t . a r  b y  t h e  S t a t e  o f  A l a s k a .

J O B D E S C R I P T I O N :

/

U N D E R  T H E  S U P E R V I S I O N  A N D  A T  T H E  
O F  P H A R M A C Y  A N D  U N D E R  THE 
l i c e n s i n g  s t a t u t e  a n d  A S  0 8 . 8 0

D I R E C T I O N  O F  T H E  
O F  A S . 0 8 . 0 1 . ,  

P H A R M A C Y  A C T . :

B O A R D
C E N T R A L I Z E D

1. A s s i s t  B o a r d  i n  p r o c e s s  o f  r e g i s t r a t i o n  o f  a l l  D r u g  
e n f o r c e m e n t  r e g i s t r a n t s  u n d e r  t h e  F e d e r a l  L a w  u n d e r  
th e A S  1 7 . 3 0  A l a s k a  S t a t e  S t a t u t e  , i n c l u d i n g  d e s i g n  
o f  a p p l i c a t i o n  form, a n d  l i c e n s e  .

2. M a i n t a i n  r e c o r d  o f  r e g i s t r a t i o n  a n d  l i c e n s u r e  u n d e r  
A S  1 7 . 3 0  w i t h  s u c h  r e c o r d s  p r o p e r l y  m a i n t a i n e d  a t  

t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  .

3. I N V E S T I G A T E  v i o l a t i o n s  o f  a n y  s t a t e  o r  f e d e r a l  lav;
u n d e r  t h e  j u r i s d i c t i o n  o f  t h e  B o a r d  o f  P h a r m a c y  a n d  at 

th e  d i r e c t i o n  o f  t h e  B o a r d  o f - P h a r m a c y  a n d  t h e  D i v i s i o n  

o f  O c c u p a t i o n a l  L i c e n s i n g .  , .

4 . A i d  B o a r d  in t h e  a d m i n i s t r a t i o n  o f  t h e  M a r i j u a n a  T h e r a p e u t i c  

R e s e a r c h  P r o g r a m  A S . 1 7 . 3 5  , i n c l u d i n g  m a i n t a i n i n g  r e c o r d s
a t  the D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i  g , a n d  a i d i n g  

t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i  t e e  in p r o c e s s i n g  

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

5. C o o p e r a t e  w i t h  a l l  s t a t e  a n d  f e d e r a l  l a w  e n f o r c e m e n t  

a g e n c i e s  a t  d i r e c t i o n  o f  B o a r d  o f  P’ r m a c y  .



C O N  c I. u S I O  a :

F o l l o w  d i r e c t i o n  o f  D O L  i n  m a i n t a i n i n g  r e c o r d s ,i s s u e i n g  
l i c e n s e s  , r e c e i v i n g  f e e s ,  a n d  a n y  o t h e r  j o b  * 

r e q u i r e m e n t s  a s s i g n e d  to  l i c e n s i n g  e x a m i n e r s  , i n c l u d i n g :

(a) C o l l e c t i n g  f e e s  & i s s u e i n g  r e c e i p t s ;

(b) M a i n t a i n i n g  r e c o r d s  a n d  f i l e s  ;
(c) I s s u e i n g  & r e c e i v i n g  a p p l i c a t i o n  f o r m s ;

(d) N o t i f y i n g  a p p l i c a n t s  o f  a c c e p t a n c e  o r  r e j e c t i o n  o f  

a p p l i c a n t s  a s  d e t e r m i n e d  b y B o a r d ;
(e) A t  d i r e c t i o n  o f  D O L  & B o a r d ,  n o t i f y i n g  a p p l i c a n t s  

f o r  a n y  l i c e n s u r e  u n d e r  A S  0 8 . 8 0  o r  A S  1 7 . 3 0  o f  

e x a m i n a t i o n  d a t e s  o r  l i c e n s e  rern w a l  d a t e s .

(f) A r r a n g e  s o a c e  f o r  h o l d i n g  e x a m i n a t i o n s
(g) N o t i f y  a p p l i c a n t s  o f  r e s u l t s  o f  e x a m i n a t i o n s ;
(h) I s s u e  l i c e n s e s  & c e r t i f i c a t e s  o r  t e m p o r a r y  l i c e n s e s  

o r  c e r t i f i c a t e s  as  a u t h o r i z e d  b y  B o a r d

(i) A n s w e r  r o u t i n e  i n q u i r e s  ;
(j) M a i n t a i n  a c u r r e n t  r e g i s t r y  o f  a l l  l i c e n s e s  i s s u e d  

u n d e r  A S  0 8 . 3 0  & *\S 1 7 . 3 0  
(k) P e r f o r m  o t h e r  s e r v i c e s  as  r e q u e s t e d  b y  b o a r d  c o n s i s t a n t  

w i t h  r e q u i r e m e n t s  o f  A S  0 8 . 8 0  & A S  - 7 . 3 0  & A s  1 7 . 3 1 .

7. P e r f o r m  t h e  f o l l o w i n g  j o b  d e s c r i p t i o n  d u t i e s  as 
m a n d a t e d  b y  a n d  e s t a b l i s h e d  b y  i n v e s t i g a t i v e  

p r o c e e d u r e s  o f  D O L  £. B o a r d .

(a) (b) (c, e t c ......... tD be i n s e r t e d  b y  D O L  & c o n s i s t a n t
w i t h  j o b  d e s c r i p t i o n  d u t i e s  o f  J N V E S T I G A T O R S  .

N O T E :  1 1 is t he  i n t e n t  o f  t h e  B o a r d  o f  P h a r m a c y  t h a t  t h e  a b o v e  
p e r s o n  b e  e m p l o y e d ,u n d e r  s t a t e  e m p l o y m e n t  l a w s  , b y  the 
D i v i s i o n  of O c c u p a t i o n a l  j . i c e n s i n g  . T h e  D i r e c t o r  w o u l d ,  
in e f f e c t  , b e  t h e  p e r s o n ' s  b o s s  , a n d  w o u l d  d i r e c t  t h e  

d u t i e s  a n d  p e r f o r m a n c e  o f  t h e  p e r s o n ,  a t  t h e  r e q u e s t  a n d  
w i t h  d i r e c t  i n p u t  , f r o m  t h e  B o a r d  o f  P h a r m a c y .  T h e  p e r s o n  
w o u l d  r e s i d e  i n  t h e  A n c h o r a g e  a r e a  , w o r k i n g  o u t  o f  t h e  
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s e  o f f i c e  in A n c h o r a g e .

A D D E N DUM:

T h e  a b o v e  j o b  d e c r i p t i o n ,  n a r r a t i v e ,  a n d  c o n c l u s i o n  s o l v e s  
t h e  p r o b l e m  t e m p o r a r i l y . ,  h o w e v e r  t h e  p r o b l e m  m a y  u l t i m a t e l y  
h a v e  to b e  a d d r e s s e d  b y  t he  l e g i s l a t u r e  . T h e  B o a r d  o f  P h a r m a c y  

in o f f e r i n g  th e  s o l u t i o n  , l i s t e d  h e r e , i s  a t t e m p t i n g  to c a r r y  
o u t  t h e  w i s h e s  o f  t h e  L e g i s l a t u r e ,  so  t h e .i m p o r t a n t  p r o g r a m s  

m a y  b e  s t a r t e d  at o n c e  a n d  c a r r i e d  o u t  to t h e  b e s c  o f  t h e  
'abili-ty o f  a l l  i n v o l v e d .

6 .

C

-  r. -



c S t  a t  1 5 o f  A l a s k a

M a r c h  23, 1 9 8 3

Mr . E l d o n  R. U l m e r ,  R . P h .

P r e s i d e n t ,  B o a r d  o f  P h a r m a c y  
P.O.  B o x  1 0 1 4 2 0  
A n c h o r a g e ,  A K  9 9 5 1 0

D e a r  Mr . U l m e r :

T h a n k  y o u  f o r  a c o p y  o f  y o u r  r e c e n t  c o r r e s p o n d e n c e  
to  Mr. H a r r y  T r e a g e r  r e g a r d i n g  y o u r  r e q u e s t  in 

o b t a i n i n g  c h a n g e s  in  t h e  " d e s i g n a t i o n  o f  p e r s o n n e l "  
p o r t i o n  o f  t h e  b u d g e t e d  l i n e  i t e m s  f o r  i m p l e m e n t a ­
t i o n  o f  A S  1 7 . 3 0  a n d  A S  1 7 . 3 5  b y  t h e  B o a r d  o f  

P h a r m a c y .  Y o u  m a y  b o  a s s u r e d  t h a t  I w i l l  g i v e  

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

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

C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  f o r  C o m m i s s i o n e r  
R i c h a r d  L y o n ' s  r e v i e w .

S i n c e r e l y

B i l l  S h e f f i e l d  

G o v e r n o r

(



®f m il
A D D E N D U M  # 3 

^  ( t w o  pa rt)

D K P A K ' C ' t f l K i V r  O f  1 ' O M M E K C E  &  
K C O ’̂’O.'vlIDt D E V E L O P M E N T

01 V IS IO N  O F  O C C U P A  T IO N A L  L IC E N S IN G

DILL SHEFFIELD, GOVERNOR

POUCHD
JUNEA U. A LA'SKA 93811 
PHONE: 1907) 465-2534

DATE:

TO:

FROM:

SUBJECT:

The attached memorandum was received from the personnel 
of f ic e r .

UDT/jarll4
61583a

Attachment

June 15, 1983

Board x)f Pharmacy

Harry D. Treager, D ire^eor 
D iv is ion ' of Occupational L icensing

Personnel Posit ion



MEMORANDUM
■

ate of Alaska
t o .  Harry D. Treager, D irector

D iv is ion  of Occupational Licensing
d a t e : A pr i l  13, 1983

FILE NO:

TELEPHONE NO:

f r o m :  o fn t  l^wson, Personnel O ff ice r
i jv is io n  of Adm in istrative Services

SUBJECT. Requested Change of 
Authorized Posit ion 
and Function

In response to your memo of April 7, 1983 requesting a change in  t i t l e  
fo r  two Invest igato r I I I  pos it ions to "Executive O ff ic e rs ."

These pos it ions were budgeted fo r and authorized in  the c la s s i f ie d  
service subject to the ru les of the c la s s i f ie d  personnel system. There 
is  no c la s s i f ic a t io n  fo r  Executive O ff ice r  and I am, the re fo re , unable 
to e ffect the requested change.

JL/cwnf23Ql 3



A D D E N D U M  # 4

IDKPARTM K.Vr OS-' COMMERCE & 
ECONOM BC D EVELO PM EN T

D l  V IS IO N  O F  O C CU R  A  T IO N A L  L IC E N S IN G

P O U C H O
JUNEAU. ALASKA 99111 
P H O N E : 19071465-2534

July 29, 1983

Eldon Ulmer, R.Ph.
Chairman
Board of Pharmacy 
P.O. Box 101420 
Anchorage, Alaska 99510

Dear Mr. Uliner:

Re: Executive O ff ice r  Posit ion

This correspondence is  to advise ycu that e f fo r ts  of Mr. Jim 
Lawson, personnel o f f ic e r ,  Department of Commerce and Economic 
Development, were to no ava il in changing the pos it ion  of the 
in ves t ig a to r  to an executive o f f ic e ’,'.

We should proceed immediately to f i l l  the pos it io n  as man­
dated by le g is la t io n .

l y - /  /

/ / /

. Treager 
Di rector

HDT/cwj/2707
72983A
cc: Dick Long

H8LH



NOTICE OF PROPOSED CHANGES IN THE REGULATIONS OF THE 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

BOARD OF PHARMACY

Notice is  hereby given that the Department of Commerce and Economic 
Development, Board of Pharmacy, under authority  vested by AS OB,80.030,
AS 17.30.010, and AS 17.35.020, proposes to adopt regu lat ions in  T it le  12 
o f the Alaska Administrative Code, Chapter 52, dea l in g  with regu lat ion 
o f manufacture, d is t r ib u t io n ,  prescr ip t ion  and dispensing contro lled 
substances, marijuana therapeutic research program and d e f in it io n s  to 
implement AS 17.30.020, AS 17.30,030, AS 17.30.040 and AS 17.35.030 as . 

fo l low s :

A rt ic le  5, General Provisions is  renumbered to A r t ic le  7, General 
P rov is ions , w ith A rt ic le  5 being assignee to the "Regulation of Manu­
facture , D is t r ib u t io n , Prescription and Dispensing of Controlled Sub­
stances," and A rt ic le  5 being assigned to the "Marijuana Therapeutic :
Research Program." *1
12 AAC 52 is  amended by adding a new a r t ic le  to read: _

ARTICLE 5
REGULATION OF MANUFACTURE, DISTRIBUTION, PRESCRIPTION 

AND DISPENSING OF CONTROLLED SUBSTANCES

Section

400. Reg istrat ion requirements 
405. Reg istrat ion

•410 . App licat ion  forms for re g is t ra t io n  
415. Fee fo r reg is tra t io n  and renewal 
420. Exemption from reg is tra t io n  and fees
425. Separate re g is tra t io n  for independent a c t iv i t ie s  and locations 
430. C e rt if ic a te  of re g is tra t io n  
435. Termination of re g is tra t io n
440. D en ia l , revocation and suspension of re g is t ra t io n

12 AAC 52.400 provides that every person who manufactures, d is t r ib u te s , 
or dispenses any contro lled substance, or who proposes to do so, must 
obtaip a c e r t i f ic a te  of re g is t ra t io n  for such a c t iv it y  with the Board of 
Pharmacy.

i

12 AAC 52.405 provides for the e ffec t ive  data and exp ira t ion  dates of 
a l l  c e r t if ic a te s  of re g is t ra t io n .

ak
12 AAC 52.410 provides for the app lic a t ion  forms for re g is t ra t io n  and •'
procedures for an app licant app ly ing for r e g is t r a t io n .  ;

12 AAC 52.415 provides fo r on anneal fee of $10.00 fo r each c e r t i f ic a te  • 
o f re g is t ra t io n  issued.

• 12 AAC 52.420 provides for the exemption from re g is t ra t io n  and ,: ^._s fo r
' any person exempted from re g is t ra t io n  under the Federal Controlled 

Substance Act of 1970, as amended.

12 AAC 52.425 provides that a separate re g is t ra t io n  sha ll be required 
for any person engaging in more than one group of independent a c t iv i t ie s  
and sets fo rth  the categories of independent a c t i v i t ie s .

»

12 AAC 52.430 provides for the issuance of the C e r t if ic a te  of Reg istrat ion
by the board, the information contained on the c e r t i f ic a t e ,  and other
requirements the board may impose on an app lican t to determine i f  a 
c e r t i f ic a te  should be issued or denied.

12 AAC 52.435 provides for the termination of any re g is t ra t io n  in  the 
event of the'death of the re g is t ra n t ,  or ceases lega l existence or 
discontinues business or professional pract ice .

12 AAC 52.440 provides for the procedures for the d e n ia l ,  revocation or
suspension of any re g is tra t io n  and sets forth the procedures for the
board, and the app licant or re g is t ra n t ,  to fo l low  in the event of any 
such potion to ensuro n i l  pa rt ies ' r inh ts  sm  n m w t n H



12 AAC 52 is  amended by adding a new a r t ic le  to read:

ARTICLc. G

MARIJUANA THERAPEUTIC RESEARCH PROGRAM

Section

600. Paticn i l i f i c a t i o n  Review Committee 
610. Applicat ion for appointment 
620. Term o f appointment 
630. Duties of committee

12 a\AC 52.600 establishes a Patient Q u a l i f ic a t io n  Revit. °e of
four members to oversee the marijuana therapeutic resear im.

12 AAC 52.610 sets forth the app lic a t ion  fo r appointmen Patient
Q ua l if ic a t io n  Review Committee by the Board of Pharmacy.

12 AAC 52.620 provides for the term o f appointment fo r  each of the four
members appointed and designating which appointee w i l l  be the chairman 
of the committee.

12 AAC 52.630 sets forth the duties of the committee in  the management
of the marijuana therapeutic research program.

12 AAC 52.900 DEFINITIONS (ARTICLE 7) is  amended by adding new paragraphs 
to provide d e f in it io n s  fo r "compounder" and "committee."

Notice is  also given that any person interested may present w ritten 
statements or arguments, re levant to the action proposed by m a il in g  
or d e l iv e r in g  them so they are received by 4 :30 p .m . ,  September 30, 1983 
to :

Department of Commerce and Economic Development 
D iv is ion  of Occupational Licensing 
Board of Pharmacy - Regulations 
Century Plaza 
142 East 3rd Avenue 

■ Anchorage, Alaska 99501

Copies of the proposed regu lat ions nav be obtained by w r it in g  to the 
above address, or by telephoning (907") 276-7969.

This action is  expected to requ ire an increased app rop r ia t ion  to implement 
and maintain the re g is tra t io n  requirements, as spec if ie d  in  12 AAC 52.400- 
I t  is  antic ipated that the add it iona l funding required fo r  one-half of 
Fiscal Year 1934 w i l l  amount to $17,500.00 to cover personal serv ices , 
contractua l, commodities and equipment (the equipment is  a one-time 
cost) . Fiscal Year 1905 is  estimated to requ ire $26,700.00 and Fiscal 
Year 1986 is  estimated to requ ire $27,900.00.

The action in  regard to 12 AAC 52.600-.530 and 12 AAC 52.900(16) and
(17) is  not expected to require an increased app rop r ia t io n .

The Department of Commerce and Economic Development, Board of Pharmacy, 
upon its  own motion or at the instance of any interested persons, may 
thereafter adopt the proposals s u b s tan t ia l ly  as described above without 
further no t ice , o r  may decide to take no action on them.

Richard A. Lyon, Commissioner 

DATE:__ ( T o t -  v / 3 . / f j > j



A M E N D M E N T

B y  U e h l i n g

TO: C S H B  7 1 6 (L&C)

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

D e l e t e  "j_" a n d  i n s e r t

P a g e  2, l:*ne 2:

D e l e t e  a l l  m a t e r i a l

P a g e  2, l i n e  10, f o l l o w i n g  " c h a p t e r " :

I n s e r t  " o r  A S  1 7 . 3 0’

P a p e  2, l i n e  11:

D e l e t e  " t h i s "  a n d  i n s e r t  " e i t h e r "

P a g e  2, l i n e  12:

D e l e t e  " t h i s "  a n d  i n s e r t  " e i t h e r "

P a g e  2, l i n e  15:

F o l l o w i n g  " c h a p t e r "  i n s e r t  " o r  A S  1 7 . 3 0 "

D e l e t e  " i t "  a n d  i n s e r t  " e i t h e r  c h a p t e r "

P a g e  2, l i n e  16:

D e l e t e  " r e f e r  t h e  m a t t e r  to t h e  d e p a r t m e n t "  a n d  i n s e r t  " i n v e s t i g a t e  

t h e  m a t t e r  i n  a c c o r d a n c e  w i t h  t h i s  c h a p t e r  o r  A S  1 7 . 3 0 "

- 1 - 4 / 1 9 / 8 4
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APRIL 18, 1984

TO: JOHN

FROM: KEN

RE: HB 716 RELATING TO THE BOARD OF PHARMACY

THE PRIMARY PURPOSE OF HB 716 IS TO ENSURE THE STATE 

BOARD OF PHARMACY IS EXTENDED FOR ANOTHER FOUR YEAR 

PERIOD. ALONG WITH THAT EXTENTION THE BOARD CF PHARMACY 

WOULD BE GIVEN NEW RESPONSIBILITIES AND EXPANDED POWERS. 

WITH THIS NEW AUTHORITY THE BOARD WOULD HIRE AN EXECU­

TIVE SECRETARY. THE PROPOSED JOB DESCRIPTION FOR THE 

EXECUTIVE SECRETARY HAS BEEN PROVIDED BY THE BOARD TO 

THE DIVISION OF OCCUPATIONAL LICENSING. THIS NEWLY CRE­

ATED POSITION WOULD GIVE THE BOARD THE STAFF NECESSARY 

TO CARRY OUT ITS RESPONSIBILITIES.

QUESTION:

1. IN OTHER STATES WHERE THE BOARD OF PHARMACY HAS

STAFF SUCH AS AN EXECUTIVE SECRETARY, HOW HAS THE PRO­

GRAM WORKED ?

2. HAS SUCH A PROGRAM BEEN MORE EFFICIENT THAN ONE LIKE

WE HAVE HERE IN ALASKA ?



3. DO YOU FEEL THAT THE PHARMACY IS A VULNERABLE ENOUGH 

INDUSTRY TO NEED A CONSTANT WATCHDOG SUCH AS THE EXECU­

TIVE SECRETARY WOULD BE ?

A. HOW MUCH WOULD FISCAL NOTES CHANGE IF AN EXECUTIVE 

SECRETARY IS HIRED ?

5, WOULD THIS LESSEN THE WORK LOAD OF THE DIVISION OF 

OCCUPATIONAL LICENSING ?

6. DON'T YOU FEEL THAT SOMEONE WITH A PHARMACY BACK 

GROUND WOULD BE A BETTER WATCHDOG FOR THE INDUSTRY 

THAN AN INVESTIGATOR WHO HAS TO MONITOR SEVERAL INDUS­

TRIES ?



MARCH 14, 1983

THE BOARD OF PHARMACY IS MADE UP OF SEVEN MEMBERS, TWO 

OF WHICH MUST BE PUBLIC MEMBERS WITH NO DIRECT FINANCIAL 

INTEREST IN THE HEALTH CARE INDUSTRY. FIVE PROFESSIONAL 

MEMBERS WITH AT LEAST THREE YEARS EXPERIENCE FILL THE 

OTHER FIVE SEATS. THE BOARD REGULATES LICENSES, 

PHARMACISTS, ALL PHARMACIES AS WELL AS HOSPITAL DRUG 

ROOMS.

QUESTIONS:

1. DO YOU CONCUR WITH THE FINDINGS AND RECOMMENDATIONS 

MADE BY THE LEGISLATIVE AUDIT DIVISION FOR THE BOARD OF 

PHARMACY ?

2. HOW OFTEN DO YOU FEEL THE BOARD OF PHARMACY SHOULD 

BE REVIEWED BY THE LEGISLATURE ?

3. WHAT SUGGESTIONS DO YOU HAVE FOR IMPROVEMENT OF THE 

BOARD OF PHARMACY ? (ft  i . e .  # 7
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C r a m e r  
4 / 1 1 / 8 4  ,

»

O r i g i n a l  sponsor: L a b o r  a n d  C o m m e r c e  C o m m i t t e e

B Y  T H E  L A B O R  A N D
IN T H E  H O U S E  C O M M E R C E  C O M M I T T E E

C S F O R  H O U S E  E I L L  NO. 7 1 6  (L&C)

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  B o a r d  o f  P h a r m a c y ;  a n d  p r o ­

v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. A S  0 8 . 0 3 . 0 1 0 ( c ) (4) is a m e n d e d  to re a d:

(4) B o a r d  o f  P h a r m a c y  (AS 0 8 . 8 0 . 0 1 0 )  -- J u n e  30, 1 9 8 8

[1984] .

* Sec. 2. A S  0 8 . 8 0 . 0 3 0  is a m e n d e d  to r e a d :

Sec. 0 8 . 8 0 . 0 3 0 .  P O W E R S  O F  T H E  B O A R D .  T h e  b o a r d  m a y

( 1 ) e l e c t  a p r e s i d e n t  a n d  s e c r e t a r y  f r o m  it s m e m b e r s h i p  a n d  

a d o p t  r u l e s  f o r  t h e  c o n d u c t  o f  its  b u s i n e s s ;

(2 ) e x a m i n e  a p p l i c a n t s  f o r  r e g i s t r a t i o n  as p h a r m a c i s t s ;

(3) i n v e s t i g a t e  i n d i v i d u a l l y ,  c o l l e c t i v e l y ,  o r  t h r o u g h  its 

a g e n t ,  f o r  v i o l a t i o n s  o f  t h i s  c h a p t e r ,  o r  of  a n y  o t h e r  s t a t e  or  

f e d e r a l  s t a t u t e  r e l a t i n g  to the  p r a c t i c e  of  p h a r m a c y ;

(4) a d o p t  r e g u l a t i o n s  [A ND  D O  W H A T E V E R  E L S E  IS N E C E S S A R Y

A N D  A D V I S A B L E ]  to c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;

(5) [ P R O M U L G A T E  R E G U L A T I O N S  T O  C A R R Y  O U T  T H E  P U R P O S E S  O F  

T H I S  C H A P T E R ;

(6 ) R e p e a l e d

(7)] r e g i s t e r  i n t e r n  p h a r m a c i s t s  a n d  a d o p t  r e g u l a t i o n s  

[ P R O M U L G A T E  R U L E S ]  r e l a t i n g  to t h e i r  m i n i m u m  e x p e r i e n c e  r e q u i r e m e n t s ;

(6 ) a d o p t  [(8 ) P R O M U L G A T E ]  r e g u l a t i o n s  to e n s u r e  a d e q u a t e  

s e c u r i t y  f o r  a l l  d a n g e r o u s  d r u g ^ ;

(7) [(9)] a d o p t  r e q u i r e m e n t s  f o r  l i c e n s i n g  in a d d i t i o n  to
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t h e  r e q u i r e m e n t s  s e t  o u t  in t h i s  chapterj_

(8 ) h i r e  an e x e c u t i v e  s e c r e t a r y .

*  Sec. 3. A S  0 8 . 8 0  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to r e ad :

Sec. 0 8 . 8 0 . 0 9 5 .  E X E C U T I V E  S E C R E T A R Y .  T h e  b o a r d  m a y  h i r e  an 

e x e c u t i v e  s e c r e t a r y  to a s s i s t  i n i m p l e m e n t i n g  t h i s  c h a p t e r .  T h e  

e x e c u t i v e  s e c r e t a r y  s h a l l  b e  a m e m b e r  ; t h e  p a r t i a l l y  e x e m p t  s e r v i c e  

u n ^ a r  A S  3 9 . 2 5 . 1 2 0 .

Sec. 0 8 . 8 0 . 0 9 7 .  I N V E S T I G A T I O N S .  (a) T h e  e x e c u t i v e  s e c r e t a r y  

m a y  i n s p e c t  p h a r m a c i e s  a n d  i n v e s t i g a t e  c o m p l a i n t s  to d e t e r m i n e  w h e t h e r  

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

t h i s  c h a p t e r  o r  to s e c u r e  i n f o r m a t i o n  u s e f u l  i n  t h e  a d m i n i s t r a t i o n  o f  

t h i s  c h a p t e r .

(b) If t h e  e x e c u t i v e  s e c r e t a r y  b e l i e v e s  t h a t  a p e r s o n  m a y  h a v e  

e n g a g e d  in  or  b e  a b o u t  to e n g a g e  in an  a c t  o r  p r a c t i c e  in v i o l a t i o n  of

t h i s  c h a p t e r  o r  a filiation a d o p t e d  u n d e r  it, t h e  e x e c u t i v e  s e c r e t a r y

•/ \ / CC-Qa* - ^  -• I 7 3 b A  S>0"&¥, C
shall/fref-er t h e — ma-t-te-r—  t o — t h e  -dG^a-tlinient-and -immed-ia-te-ly— g e n d  wr-i-t-ten

U u Z k -  K i c k
L- n o t i c e ' t o  “e a c h  b o a r d  m e m b e r - o f - t h e  r e f  erra-1-. . , . *

„  ,/ Vu jrJU ,Clhr ‘ 'y j  (c) T h e  d e p a r t m e n t  s h a l l  b e g i n  to i n v e s t i g a t e  e a c h  m a t t e r  r e ­

f e r r e d  b y  t h e  e x e c u t i v e  s e c r e t a r y  w i t h i n  f i v e  w o r k i n g  d a y s  a f t e r  t he  

r e f e r r a l  a n d  s h a l l  r e p o r t  t h e  r e s u l t s  o f  its i n v e s t i g a t i o n  to t he  

b o a r d .

* Sec. 4. A S  3 9 . 2 5 . 1 2 0 ( c )  is a m e n d e d  to re a d :

(c) T h e  f o l l o w i n g  p o s i t i o n s  in the s t a t e  s e r v i c e  c o n s t i t u t e  t h e  

p a r t i a l l y  e x e m p t  s e r v i c e :

( 1 ) d e p u t y  a n d  a s s i s t a n t  c o m m i s s i o n e r s  o f  th e p r i n c i p a l  

d e p a r t m e n t s  o f  t he  e x e c u t i v e  b r a n c h ,  i n c l u d i n g  t h e  a s s i s t a n t  a d j u t a n t  

g e n e r a l  o f  th e D e p a r t m e n t  o f  M i l i t a r y  A f f a i r s ;

(2 ) t h e  d i r e c t o r s  o f  the m a j o r  d i v i s i o n s  o f  t he  p r i n c i p a l  

d e p a r t m e n t s  o f  t he  e x e c u t i v e  b r a n c h  a n d  t h e  r e g i o n a l  d i r e c t o r s  o f  t he
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D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s ;

(3) a t t o r n e y  m e m b e r s  o f  the s t a f f  o f  t h e  D e p a r t m e n t  o f  L a w  

a n d  o f  t h e  p u b l i c  d e f e n d e r  a g e n c y ;

(4) o n e  p r i v a t e  s e c r e t a r y  f o r  e a c h  h e a d  o f  a p r i n c i p a l  

d e p a r t m e n t  in the  e x e c u t i v e  b r a n c h ;

(5) e m p l o y e e s  o f  c o u n c i l s ,  b o a r d s ,  o r  c o m m i s s i o n s

e s t a b l i s h e d  b y  s t a t u t e  in the O f f i c e  o f  the  G o v e r n o r  o r  t h e  o f f i c e  of  

th e l i e u t e n a n t  g o v e r n o r ,  u n l e s s  a d i f f e r e n t  c l a s s i f i c a t i o n  is p r o v i d e d  

b y  s t a t u t e ;

(6 ) t he e x e c u t i v e  d i r e c t o r ,  d e p u t y  d i r e c t o r ,  h e a r i n g

o f f i c e r s ,  a n d  a d m i n i s t r a t i v e  l a w  j u d g e s  c f  the A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n ;

(7) the d i r e c t o r ,  d e p u t y  d i r e c t o r ,  s t a f f  l e g a l  c o u n s e l ,  an d  

h e a r i n g  o f f i c e r s  o f  the A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n ;

(8 ) n o t  m o r e  t h a n  tw o s p e c i a l  a s s i s t a n t s  to the

c o m m i s s i r n e r  o f  e a c h  o f  t h e  p r i n c i p a l  d e p a r t m e n t s  o f  t h e  e x e c u t i v e  

b r a n c h ,  b u t  t he  n u m b e r  m a y  b e  i n c r e a s e d  if t h e  p a r t i a l l y  e x e m p t  

s e r v i c e  is e x t e n d e d  u n d e r  A S  3 9 . 2 5 . 1 3 0  to i n c l u d e  the a d d i t i o n a l  

s p e c i a l  a s s i s t a n t s ;

(9) t h e  p r i n c i p a l  e x e c u t i v e  o f f i c e r  o f  th e  f o l l o w i n g

b o a r d s ,  c o u n c i l s ,  o r  c o m m i s s i o n s :

(A) A l a s k a  P u b l i c  B r o a d c a s t i n g  C o m m i s s i o n ;

(B) P r o f e s s i o n a l  T e a c h i n g  P r a c t i c e s  C o m m i s s i o n ;

(C) P a r o l e  B o ar d;

(D) B o a r d  o f  N u r s i n g ;

(E) R e a l  E s t a t e  C o m m i s s i o n ;

(F) A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y

B o a r d ;

(G) A l a s k a  H i s t o r i c a l  C o m m i s s i o n ;
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(H) A l a s k a  S t a t e  C o u n c i l  o n  th e A r t s ;

(I) A l a s k a  P o l i c e  S t a n d a r d s  C o u n c i l ;

(J) C o u n c i l  o n  S c i e n c e  a n d  T e c h n o l o g y ;

(K) O l d e r  A l a s k a n s  C o m m i s s i o n ;

(L) Boa d o f  P h a r m a c y ;

(10) A l a s k a  P i o . e e r s 1 H o m e  m a n a g e r s ;

(1]) h e a r i n g  e x a m i n e r s  in t h e  D e p a r t m e n t  o f  R e v e n u e ;

(12) the c o m p t r o l l e r  in th e d i v i s i o n  o f  t r e a s u r y ,  D e p a r t m e n t  

o f  R e v e n u e ;

(13) i n v e s t m e n t  o f f i c e r s  in t h e  D e p a r t m e n t  of R e v e n u e ;

0 4 )  a i r p o r t  m a n a g e r s  in the D e p a r t m e n t  o f  T r a n s p o r t a t i o n  

a n d  P u b l i c  F a c i l i t i e s  e m p l o y e d  at th e A n c h o r a g e  a n d  F a i r b a n k s  

I n t e r n a t i o n a l  A i r p o r t s ;

(15) th e d e p u t y  d i r e c t o r  o f  th e d i v i s i o n  o f  t o u r i s m  a n d  the 

d e p u t y  d i r e c t o r  o f  the d i v i s i o n  o f  i n s u r a n c e  in the D e p a r t m e n t  of 

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ;

(16) t he e x e c u t i v e  d i r e c t o r  a n d  s t a f f  o f  the A l a s k a  P u b l i c  

O f f i c e s  C o m m i s s i o n ;

(17) the d i r e c t o r ,  d e p u t y  d i r e c t o r ,  p e r s o n n e l  a n a l y s t s  II, 

l a b o r  r e l a t i o n s  a n a l y s t s  I, l a b o r  r e l a t i o n s  a n a l y s t s  II, s e n i o r  

n e g o t i a t o r s ,  a n d  r e s e a r c h  d i r e c t o r s  o f  th e d i v i s i o n  o f  l a b o r  r e l a t i o n s  

in the  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ;

(18) the r e h a b i l i t a t i o n  a d m i n i s t r a t o r  of  the  W o r k e r s '  

C o m p e n s a t i o n  B o a r d .

* Sec. 5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  0 1 . -  

1 0 . 0 7 0 ( c ) .
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A L A S K A  S T A T E  B O A R D  O F  P H A R M A C Y

I M P L E M E N T A T I J N

C O N T R O L L E D  S U B S T A N C E  S T A T U T E  A S . 1 7 .3 0 
A N D

M A R I J U A N A  T H E R A P E U T I C  R E S E A R C H  
P R O G R A M  S T A T U T E  A S . 1 7 . 3 5



T h e  L e g i s l a t u r e  p a s s e d  th e C O N T R O L L E D  S U B S T A N C E  S T A T U T E  
A S  1 7 . 3 0  A N D  T H E  M A R I J U A N A  T H E R A P E U T I C  R E S E A R C H  P R O G R A M  
S T A T U T E  A S  1 7 . 3 5  IN 1 9 8 2  w i t h  a n  e f f e c t i v e  d a t e  o f  J a n u a r y  
1, 1983.

M u c h  o f  t h e  r e s p o n s i b i l i t y  f o r  t h e  i m p l e m e n t a t i o n  o f  t h e s e  
t w o  s t a t u t e s  r e s t s  w i t h  t h e  B o a r d  o f  P h a r m a c y  . T h e  l e g i s l a t i o n  
d i d  n o t  s p e c i f i c a l l y  a d d r e s s  t h e  f u n d i n g  f o r  t h e  i m p l e m e n t a t i o n ,  
n o r  t h e  n u m b e r  o r  t y p e  o f  p e r s o n n e l  t h a t  w o u l d  b e  n e e d e d  f o r  
i m p l e m e n t a t i o n .

T h e  B o a r d  o f  P h a r m a c y  h a s  b e e n  p l a n n i n g  , s i n c e  1 9 8 1  , f o r  
t he  r e s p o n s i b i l i t i e s  t h a t  m a n y  b e l i e v e d  w o u l d  b e  v e s t e d  w i t h  
t h e  B o a r d  , b u t  c o u l d  m a k e  n o  d e f i n i t e  p l a n s  u n t i l  e n a c t m e n t  
w a s  a c c o m p l i s h e d  a n d  an e f f e c t i v e  d a t e  e s t a b l i s h e d .

T h e  B o a r d  is n o w  f a c e d  w i t h  p r o b l e m s  o f  s e l e c t i n g  a n d  f u n d i n g  
p e r s o n n e l  to i n s u r e  a t i m e l y  i m p l e m e n t a t i o n  o f  i t ' s  r e s p o n s i b l i y

N A R R A T I V E :

U n d e r  S e c  1 7 . 3 0 . 0 1 0  R e g u l a t i o n s  m u s t  b e  p r o m u l g a t e d .

U n d e r  S e c  1 7 . 3 0 . 0 2 0  , ( a ) , ( b ) , ( c ) , ( d ) , (e) & (f) R e g i s t r a t i o n  
r e q u i r e m e n t s  m u s t  b e  m e t  .

U n d e r  S e c  1 7 . 3 0 . 0 3 0  (a), (b ) , & (c) R e g i s t r a t i o n  m u s t  b e  
a c c o m p l i s h e d .

U n d e r  S e c  1 7 . 3 5  M a r i j u a n a  T h e r a p e u t i c  R e s e a r c h  , a p r o g r a m  
m u s t  b e  e s t a b l i s h e d  , p h y s c t a n s  i n t e r v i e w e d  a n d  a p p o i n t e d  to 
t h e  P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  a n d  r e g u l a t i o n s  m u s t  
b e  a d o p t e d  t o  a s s u r e  t h i s  p r o g r a m  is a d m i n i s t e r e d  a t  a s t a t e  
l e v e l  t h a t  is c o m p a t i b l e  witli F e d e r a l  S t a t u t e s .

All of above can not be accomlished in three meetings of two days 
each presently budgeted for the Board.

Competent, qualified and experienced personnel must be hired, 
and fast , to accomplish the mandate of the legislature.

W i t h  t h i s  in m i n d  t h e  B o a r d  as e a r l y  as J u n e  1 9 8 1  , s t a r t e d  
s e t t i n g  u p  a p r o p o s e d  b u d g e t  a n d  e s t a b l i s h i n g  g o a l s  a n d  
o b j e c t i v e s  , ever? t h o u g h  n o  l a w  w a s  o n  t h e  b o o k s  a t  t h a t  t i me .

A t  t w o  o f  its t h r e e  m e e t i n g s  i n  1 9 8 2  , a f t e r  t h e  e n a c t m e n t  
o f  the l e g i s l a t i o n  , b u t  s t i l l  p r i o r  to t h e  e f f e c t i v e  d a t e ,  t h e  
B o a r d  a g a i n  e s t a b l i s h e d  g o a l s  a n d  a n  a c c o m p a n i n g  p r o p o s e d  
b u d g e t  . T h i s  f a c t  m a y  b e  v e r i f i e d  by t h e  m i n u t e s  o f  al l o f  

t h e  a b o v e  c i t e d  m e e t i n g s  a n d  t h e  a t t a c h e d  g o a l s  a n d  o b j e c t i v e s  
to  t h o s e  m i n u t e s .

T h r o u g h o u t  t he m e e t i n g s ,  e v i d e n c e  o f  th e  B o a r d ' s  i n t e n t  c a n  
b e  c l e a r l y  i d e n t i f i e d  . N e t e r  d i d  t h e  B o a r d  w a v e r  f r o m  i t ' s  
i n t e n t  to h i r e  a " E x e c u t i v e -  S e c r e t a r y  " t y p e  p e r s o n  to c o m e  
o n  b o a r d  i n a f u l l  t i m e  p o s i t i o n  . V a r i o u s  b u d g e t  f i g u r e s  

w e r e  s u b m i t t e d  in t h e  r a n g e  o f  $ 8 5 , fh)n.00 f o r  th e  p e r i o d  
J a n u a r y  1, 1 9 8 3  t h r o u g h  J u n e  30 , 1 9 8 3  ( a h a l f  y e a r )  to f i t  t h e  
f i s c a l  b u d g e t  t i m e  f r a m e  f r o m  e f f e c t i v e  d a t e  o f  J a n u a r y  1 , 1 9 8 3
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N A R  N A T I V E  : ( c o n t i n u e d )

T h e  B o a r d  d o e s  n o t  e n j o y  b u d g c t - b y p a s s  p r i v e l e d g e s  a n d  
m u s t  s u b m i t  a b u d g e t  t h r o u g h  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  
L i c e n s i n g  . I t  is t h e  B o a r d s  u n d e r s t a n d i n g  t h a t  t h i s  b u d g e t  

is t h e n  s u b m i t t e d  t h r o u g h  th e D i v i s i o n  o f  C o m m e r c e  a n d  
E c o n o m i c  D e v e l o p e m n t  a n d  o n  t o  the H o u s e  a n d  S e n a t e  B u d g e t  

C o m m i t t e e s  .

T h e  B o a r d  D I D  s u b m i t  a b u d g e t  , b o t h  f o r  t h e  f i s c a l  y e a r  
1 9 8 3  a n d  a g a i n  f o r  t h e  h a l f - f i s c a l  y e a r  1 9 8 3 (  J a n u a r y  1 , 1 9 8 3  
t h r o u g h  J u n e  30 , 1983.  T h e  1 9 8 3 - 8 4  F i s c a l  y e a r  b u d g e t  
w a s  s u b m i t t e d  t o  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g

also, a n d  i t is p r e s e n t l y  i n  t h e  p r o c e s s .

W i t h  e a c h  b u d g e t  r e q u e s t  , a b r e a k d o w n  w a s  a l s o  s u b m i t t e d .
In  e v e r y  r e q u e s t  t h e r e  is an a u d i t  t r a i l  e s t a b l i s h e d 1
i n  t h e  m i n u t e s  o f  m e e t i n g s  a n d  in letters.. T h e  B o a r d  a l w a y s  
i n c l u d e d  e x p e n s e s  f o r  a p o s i t i o n  t h a t  w a s  l a b e l e d  v a r i o u s  
w a y s  , b u t  e i t h e r  w a s  c a l l e d  " E x e c u t i v e - s e c r e t a r y "  o r  

a c o m b i n e d  p o s i t i o n  o f  " E x e c u t i v e - S e c r e t a r y - l n v e s t i g a t o r - E x a m i n e r .

T h e  B o a r d  r e a l i z e d  t h a t  a r e g u l a t i o n  s p e c i a l i s t  w o u l d  b e  
n e e d e d  to p r o m u l g a t e  a l l  o f  t h e  r e g u l a t i o n s  m a n d a t e d  b y  
s t a t u t e  a n d  b u d g e t e d  f o r  t h a t  p o s i t i o n  a l s o  . T h e  B o a r d
a l s o  r a l i z e d  t h a t  , a l t h o u g h  it h a s  a l w a y s  b e e n  a s s i g n e d
a n  i n s p e c t o r  , b y  th e D O L  , t h a t  a f u l l  t i m e  i n s p e c t o r  w o u l d  
a s l o  b e  n e e d e d  , in a d d i t i o n  to s h a r i n g  t he o n e  u s e d  .in t h e  
p a s t  . T h i s  w o u l d  t h e n  a m o u n t  to a n  i n v e s t i g a t o r  a n d  a h a l f (  th e 
h a l f  o n e  b e i n g  s h a r e d  w i t h  o t h e r  boards) a n d  t h e  f u l l  t i m e  o n e  
b e i n g  u s e d  in the e x t e n s i v e  i n v e s t i g a t o r y  w o r k  a n t i c i p a t e d  in 
t h e  d r u g  e n f o r c e m e n t  a r e a  .

S o m e w h e r e , i n  t h e  t r a n s l a t i o n  f r o m  B o a r d  m i n u t e s  a n d  v o c a l  
r e q u e s t s ,  m a d e  b y  t h e  B o a r d  to t h e  D i r e c t o r  o f  O c c u p a t i o n a l  
L i c e n s i n g  , M U C H  W A S  L O S T . T h e  B o a r d  r e c e n t l y  w a s  m a d e
a w a r e  t h a t  l i n e  i t e m  b u d g e t  i t e m s  w e r e  r e q u e s t e d  O R  A T  L E A S T  
G R A N T E D  in th e  b u d g e t  , T I E D  to  s p e c i f i c  p e r s o n n e l .  T h i s
p e r s o n n e l  is d e f i n e d ,  a c c o r d i n g  to t he  D O L  f o r  two r e g u l a t i o n  
s p e c i a l i s t s  a n d  two i n v e s t i g a t o r s  . T h e s e  p e o p l e  a r e  
in  a d d i t i o n  to the r e g u l a r  l i c e n s i n g  e x a m i n e r  t h a t  is a s s i g n e d  
to e a c h  b o a r d  a n d  u s u a l y  s h a r e d  b y  a t  l e a s t  o n e  o t h e r  b o a r d .
T h e  r e g u l a t i o n  s p e c i a l i s t s  a n d  th e  t w o  i n v e s t i g a t o r s  w e r e  t o  
b e  t h e  p e o p l e  t h a t  w o u l d  a i d  t h e  B o a r d  in empl ent zin g its 
w o r k .

T h i s  w i l l  j u s t  N O T  W O R K .  T h e  B o a r d  n e e d s  a n  E x e c u t i v e -  
S e c r e t a r y  type" p e r s o n  c o m p a r a b l e  to t h o s e  in t h e  e m p l o y e e  
o f  o t h e r  s t a t e s  , s u c h  as  W a s h i n g t o n ,  O r e g o n ,  a n d  W y o m i n g ,  w h e r e  
s t a t e  p h a r m a c y  b o a r d s  h a v e  f u l l  r e s p o n s i b i l i t y  f o r  t h e i r  s t a t e s  
c o n t r o l l e d  s u b s t a n c e  s t a t u t e s .  T h e  B o a r d  h a s  in m i n d  a t  l e a s t  
t h r e e  p e o p l e  , two  o f  w h i c h  w o u l d  b e  e x c e l l e n t  ,and w h o  h a v e  
i n d i c a t e d  a d e s i r e  to c o m e  to A l a s k a  . T h e s e  p e o p l e  h a v e  b e e n  
e m p l o y e d  f o r  a t  l e a s t  f i v e  y e a r s  as e x e c u t i v e - s e c r e t a r i e s , 
iind ! a l s o  h a v e  i n v e s t i g a t e  e x e p e r i e n c e  , a n d  h a v e  b e e n  

i n v o l v e d  in t h e  a d m i n i s t r a t i o n  o f  b o t h  c o n t r o l l e d  s u b s t a n c e  
le gis t it i o n  a n d  m a r i j u a n a  r e s e a r c h  p r o g r a m s  . J u s t  t h e  t y p e  
o f  p e r s o n  w i t h  j u s t  th e  t y p e  o f  e x p e r i e n c e  n e e d e d  i n  t h e  i n i t i a l



s t a g e  o f  t h e  p r o g r a m  i n  A l a s k a  . U n f o r t u n a t e l y  ,no 
s u c h  p o s i t i o n  i s  s p e c i f i c a l l y  l i s t e d  in th e  j o b  
c l a s s i f i c a t i o n  p r o g r a m  o f  t h e  s t a t e ,  d i r e c t l y  i d e n t i f i e d  
w i t h  t he  P h a r m a c y  B o a r d  . S i m i l i a r  p o s i t i o n s  d o  e x i s t  

w i t h  the B o a r d  o f  N u r s i n g  a n d  o t h e r s ,  b u t  n o t  P h a r m a c y .

T h e  B o a r d  o f  P h a r m a c y  d o e s  n o t  n e e d ,  in  the  i n i t i a l  
o r g a n i z a t i o n  , t w o  i n v e s t i g a t o r s  . T h e  B o a r d  d o e s  
d e s p e r a t e l y  n e e d  a n  e x p e r i e n c e d  e x e c u t i v e - s e c r e t a r y  t y p e ,  
o n  a d a y - b y - d a y  b a s i s  t o  g e t  t h e  p r o g r a m s  i n i t i a t e d  a n d  
t h e n  p r o p e r l y  a d m i n i s t r a t e d  .

N A K R A  T I V  E ; ( c o n t i n u e d )

T h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  h a s  
a g r e e d  to s u b m i t  t h e  B o a r d s  d e s i r e s  as to c h a n g i n g  t h e

s p e c i a l i s t s  a n d  t w o  i n v e s t i g a t o r s  to t h e  p e r s o n n e l  t h a t  
c o u l d  d o  t h e  j o b  , as l o n g  a s  t h e  B o a r d  s t a y s  w i t h i n  t h e  
b u d g e t e d  d o l l a r s .  T h e  B o a r d  h a s  b e e n  i n f o r m e d  t h a t  it h a s  , 
b u d g e t e d  d o l l a r s  c o v e r i n g  t h e  f o u r  p e o p l e  m e n t i o n e d  a b o v e ,  
i n  t h e  a m o u n t  o f  $ 7 5 , 0 0 0 . 0 0  f o r  t h e  p e r i o d  J a n u a r y  1, 1 9 8 3  
t h r o u g h  J u n e  30 , 1 9 8 3  . T h e  B o a r d  h a s  a s k e d  t h e  d i r e c t o r  o f
D O L  to m a k e  t h e  f o l l o w i n g  r e q u e s t :

T h i s  w o u l d  b r e a k  d o w n  to $ 68,-900.00 f o r  the r e m a i n d e r  o f  
f i s c a l  y e a r  1 9 8 3 (  h a l f  y e a r  J a n  1 t h r o u g h  J u n e  30 , 1983) a n d

b e  s l i g h t l y  o f f  , b u t  s h o u l d  b e  f a i r l y  c l o s e  a n d  definitely o n  
t h e  c o n s e r v a t i v e  s i d e  c o n s i d e r i n g  t h e  l i c e n s i n g  e x a m i n e r  
b u d g e t e d  a b o v e  f o r  f u l l  t i m e  P h a r a m c y  B o a r d  w o r k  , w h e n  sh e  
w o u l d  p r o b a b l y  b e  u s e d  p a r t  t i m e  w i t h  a n o t h e r  b o a r d .

T h e  D i r e c t o r  o f  T h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  h a s  

a s k e d  t h a t  t h e  P r e s i d e n t  o f  T h e  B o a r d  O f  P h a r m a c y  w r i t e  h i m  
a l e t t e r  a s k i n g  f o r  h i s  c o o p e r a t i o n  in r e q u e s t i n g  t h e  c h a n g e  
a n d  in a d d i t i o n  a t t e m p t  to  w r i t e  a j o b  e x p e r i e n c e  q u a l i f i c a t i o n  
r e q u i r e m e n t s  a n d  a j o b  d e s c r i p t i o n  f o r  t h e  p o s i t i o n  o f  
E x e c u t i  v e - S e c r e t a r y - I n v e s t i g a t o r

T h e  l e t t e r  h a s  b e e n  w r i t t e n  a n d  w i l l  b e  s e n t  to  t h e  
D i r e c t o r  a l o n g  w i t h  t h i s  n a r r o t i v c  a n d  a c o n c l u s i o n  
s t a t e m e n t .  C o p i e s  o f  a l l  m a t e r i a ]  w i l l  a l s o  b e  

s e n t  to T h e  G o v e r n o r ,  T h e  C o m m i s s i o n e r  o f  C o m m e r c e  &
E c o n o m i c  D e v e l o p e m e n t , T h e  S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s ,  
T h e  P r e s i d e n t  o f  th e  A l a s k a  S t a t e  S e n a t e ,  a l l  B o a r d  o f  P h a r m a c y  
M e m b e r s ,  a n d  L e g i s l a t i v e  S u n s e t  R e v i e w  C o m m i t t e e ,  a n d  
T h e  A t t o r n e y  G e n e r a l  , a n d  D a p a r t m e n t  o f  Law.

b u d g e t  l i n e  i t e m  i d e n t i f i c a t i o n  f r o m  t w o  r e g u l a t i o n

E x e c u t i v e - S e c r e t a r y - I n s p e c t o r  r a n
E s t i m a t e d  30 % o f  s a l a r y  f o r  o f f i c e  e t c  
O n e  f u l l  t i m e  r e g u l a t i o n  s p e c i a l i s t  
E s t i m a t e d  30 % o f  s a l a r y  f o r  o f f i c e  
L i c e n s i n g  E x a m i n e r ( o r  s e c r e t a r y  type) 
E s t i m a t e d  30 % f o r  o f f i c e  etc.

- I n v e s t i g a t o r /
r a n g e  o f  $ 4 5 , 0 0 0 . 0 0 / y r

1 3 , 5 0 0 . 0 0 / y r
3 3 . 0 0 0 . 0 0 / y r  
9 ,900 . 0 0 / y r

2 8 . 0 0 0 . 00 /yr t 
8, 400. 0 0 / y r

T O T A L  F O R  O N E  Y E A R $ 1 3 7 . 8 0 0 . 0 0 / y r

w e l l  u n d e r  th e e t e d  . T h e  f i g u r e s  a b o v e  m a y
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Q u a l i f i c a t i o n s :

E X E C U T I V E - S E C R E T A R Y - I N V E S T I G A T O R  F O R  H O A R D  OF  P H A R M A CY:

1. F i v e  y e a r s  e x p e r i e n c e  w i t h  a n o t h e r  B o a r d  o f  P h a r m a c y ,  o f  
w h i c h  t h r e e  y e a r s  m u s t  b e  in t h e  p o s i t i o n  o f  executiv'e- 

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

2. E x p e r i e n c e d  i n  a d m i n i s t e r i n g  c o n t r o l l e d  s u b s t a n c e  
l a w  o f  a s t a t e  , u n d e r  d i r e c t i o n  a n d  s u p e r v i s i o n  
o f  a p h a r m a c y  b o a r d .

3. E x p e r i e n c e  in a d m i n i s t e r i n g  a m a r i j u a n a  t h e r a p e u t i c  
r e s e a r c h  p r o g r a m  u n d e r  th e d i r e c t i o n  a n d  s u p e r v i s i o n  o f  
a b o a r d  o f  p h a r m a c y .

4. E x p e r i e n c e  m a i n t a i n i n g  f i l e s  a n d  r e g i s t r a t i o n  a n d  l i c e n s i n g  of  
p h a r m a c i s t s  a n d  c o n t r o l l e d  s u b s t a n c e  r e g i s t r a t a n t s  a t  th e 
d i r e c t i o n  a n d  u n d e r  t h e  s u p e r v i s i o n  o f  a b o a r d  o f  p h a r m a c y .

5. B e  a r e g i s t e r e d  p h a r m a c i s t  in a s t a t e  r e c o g n i z e d  by  th e 
N a t i o n a l  A s s o c i a t i o n  o f  B o a r d s  o f  P h a r m a c y  a n d  b e  
r e q u i r e d  to b e c o m e  r e g i s t e r e d  as  a p h a r m a c i s t  in th e 
S t a t e  o f  A l a s k a  w i t h i n  s i x  m o n t h s  o f  b e i n g  h i r e d  as 
E x e c u t i v e - S e c r e t a r y - I n v e s t i g a t o r  b y  t h e  S t a t e  o f  A l a s k a .

J O B  D E S C R I P T I O N :

U N D E R  T H E  S U P E R V I S I O N  A N D  A T  T H E  D I R E C T I O N  O F  T H E  B O A R D
O F  P H A R M A C Y  A N D  U N D E R  T H E  M A N D A T E S  O F  A S . 0 8 . 0 1 . ,  C E N T R A L I Z E D
l i c e n s i n g  s t a t u t e  a n d  A S  0 8 . 8 0  P H A R M A C Y  A C T . :

1. A s s i s t  B o a r d  in p r o c e s s  o f  r e g i s t r a t i o n  o f  all D r u g  
e n f o r c e m e n t  r e g i s t r a n t s  u n d e r  the F e d e r a l  L a w  u n d e r  
t h e  A S  1 7 . 3 0  A l a s k a  S t a t e  S t a t u t e  , i n c l u d i n g  d e s i g n  
o f  a p p l i c a t i o n  f o r m  a n d  l i c e n s e  .

2. M a i n t a i n  r e c o r d  o f  r e g i s t r a t i o n  a n d  l i c e n s u r e  u n d e r  
A S  1 7 . 3 0  w i t h  s u c h  r e c o r d s  p r o p e r l y  m a i n t a i n e d  a t  
t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  .

3. I N V E S T I G A T E  v i o l a t i o n s  o f  a n y  s t a t e  o r  f e d e r a l  l a w  
u n d e r  the j u r i s d i c t i o n  o f  t h e  B o a r d  o f  P h a r m a c y  a n d  at 
t h e  d i r e c t i o n  o f  th e B o a r d  o f  P h a r m a c y  a n d  the D i v i s i o n  
o f  O c c u p a t i o n a l  L i c e n s i n g .

4. A i d  B o a r d  in t h e  a d m i n i s t r a t i o n  o f  the M a r i j u a n a  T h e r a p e u t i c  

R e s e a r c h  P r o g r a m  A S . 1 7 . 3 5  , i n c l u d i n g  m a i n t a i n i n g  r e c o r d s
at the D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  , a n d  a i d i n g  

the P a t i e n t  Q u a l i f i c a t i o n  R e v i e w  C o m m i t t e e  in p r o c e s s i n g  
a p p l i c a n t s  u n d e r  t h a t  p r o g r a m .

5. C o o p e r a t e  w i t h  a l l  s t a t e  a n d  f e d e r a l  l a w  e n f o r c e m e n t  

a g e n c i e s  a t  d i r e c t i o n  o f  B o a r d  o f  P h a r m a c y  .
- a -
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c 0 N C L U S I O N :

6. F o l l o w  d i r e c t i o n  o f  D O L  in m a i n t a i n i n g  record:., i s s u e i n g  
l i c e n s e s  , r e c e i v i n g  fees, a n d  a n y  o t h e r  j o b  
r e q u i r e m e n t s  a s s i g n e d  to l i c e n s i n g  e x a m i n e r s  , i n c l u d i n g :

(a) C o l l e c t i n g  f e e s  & i s s u e i n g  r e c e i p t s ;
(b) M a i n t a i n i n g  r e c o r d s  a n d  f i l e s  ;
(c) I s s u e i n g  & r e c e i v i n g  a p p l i c a t i o n  f o r m s ;
(d) N o t i f y i n g  a p p l i c a n t s  o f  a c c e p t a n c e  o r  r e j e c t i o n  o f  

a p p l i c a n t s  as d e t e r m i n e d  by  Bo a r d ;
(e) A t  d i r e c t i o n  o f  D O L  & B o a r d ,  n o t i f y i n g  a p p l i c a n t s  

f o r  a n y  l i c e n s u r e  u n d e r  A S  O B . 80 o r  A S  1 7 . 3 0  o f  
e x a m i n a t i o n  d a t e s  o r  l i c e n s e  r e n e w a l  d a t e s .

(f) A r r a n g e  s p a c e  f o r  h o l d i n g  e x a m i n a t i o n s
(g) N o t i f y  a p p l i c a n t s  o f  r e s u l t s  o f  e x a m i n a t i o n s ;
(h) I s s u e  l i c e n s e s  & c e rt i f i c u t e s  o r  t e m p o r a r y  l i c e n s e s  

o r  c e r t i f i c a t e s  as a u t h o r i z e d  by B o a r d
(i) A n s w e r  r o u t i n e  i n q u i r e s  ;
(j) M a i n t a i n  a c u r r e n t  r e g i s t r y  o f  a l l  l i c e n s e s  i s s u e d  

u n d e r  A S  0 8 . 8 0  & A S  1 7 . 3 0
(k) P e r f o r m  o t h e r  s e r v i c e s  as r e q u e s t e d  b y  b o a r d  c o n s i s t a n t  

w i t h  r e q u i r e m e n t s  o f  A S  0 8 . 8 0  & A S  - 7 . 3 0  & A s  1 7 . 3 5 .

7. P e r f o r m  t h e  f o l l o w i n g  j o b  d e s c r i p t i o n  d u t i e s  as
m a n d a t e d  b y  a n d  e s t a b l i s h e d  by i n v e s t i g a t i v e
p r o c e e d u r e s  o f  D O L  & B o a r d .

(a) (b) (c) e t c .........t d bu i n s e r t e d  b y  D O L  & c o n s i s t a n t
w i t h  j o b  d e s c r i p t i o n  d u t i e s  o f  TNVFSTIGATQl:.! .

( c o n t i n u e d )

NOTE: It is the intent of the Board of Pharmacy that the above 
person be employed,under state employment laws , by the 
Division of Occupational Licensing . The Director would, 
in effect , be the person's boss , and would direct the 
duties and performance of the person, at the request and 
with direct input , from the Board of Pharmacy. The person 
would reside in the Anchorage area , working out of the 
Division of Occupational License office in Anchorage.

ADDENDUM:

The above job decription, narrative, and conclusion solves 
the problem temporarily., however the problem may ultimately 
have to be addressed by the legislature . The Board of Pharmacy 
in offering the solution ,listed here,is attempting to carry 
out the wishes of the Legislature, so the important programs 
may be started at once and carried out: to the best of the
abilrty of all involved.

-5-



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE ■

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

OPERATING

1 0 0  PERSONAL SERVICES 
20 0  TRAVEL 
3 0 0  CONTRACTUAL 
<♦00 SUPPLIES 
5 0 0  EQUIPMENT 
60 0  LAND & STRUCTURES 
7 0 0  CRANTS, CLAIMS 
8 0 0  MISCELLANEOUS
TOTAL OPERATING

|Revision Date: ~j

REQUEST FISCAL DETAIL

Bill/Resolution No. : HB 716__________ Agency Affected: Commerce & Economic Dev.
Title:An Act relating to th e   Program Category Affected: Public Protection

Board of Pharmacy; & providi j for an effective date____________
Sponsor:Labor & Commerce Committee BRU, Program o r S u b p r o g r a m ! s )  Affected:

Requestor:______________________________  Division of Occupational Licensing________
Date of Request:_______________________ ___________________________________________________

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate/ffage-forA n a  1 vsis

Prepare^By^^- d ^ n n i fer' Strickler. Management Analyst Phone: 465-2144 
Division: Occupationa iTicensirfg )/? Date: A  j l ~ t l 84-

Approved by Commissioner: R i c h a r c W L  Lyon Date: '-if)?>!$'‘'I
Agency: Commerce ft Economic Development___________  '

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 88

I CAPITAL

[ REVENUE j j | | | | 1

FUNDING: (Thousands of Dollars)

160.4
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(NOTE: 7*/. i n f l a t i o n  f a c t o r  p r o je c te d  f o r  FY ‘86 th rough
FY ' Sp f o r  o p e r a t in g  c o s ts )

100 EEBSQbQl— SEE^IGES l

1 E x e c u t iv e  S e c re ta r y ,  Range 18A
PX, 12 months to  be lo c a te d  in  Anchorage

2 0 0  IB&VELJL

E xecu t iv e  S ec re ta ry  3 boa rd  m ee t in g s  (2  days e a .  <3 $80
pe r  day/ pe r  d iem  = $160 x 3)
T r a n s p o r t a t io n  - 3 board  intgs i§
$400 e a .

N o te : There a r e  119 l ic e n s e d  pharm ac ies  wh ich  r e q u i r e  in s p e c t io n s .  Assuming
the E x e c u t iv e  S e c re ta ry  w i l l  be lo c a te d  in  the  Anchorage a r e a ,  the  f o l l o w in g  
does not in c lu d e  the  41 pharm ac ies  in  the  Anchorage a r e a .  These c o n s is t  o f  
32 R e t a i l ,  2 W h o le s a le ,  6 H o s p i t a l  Pha rm ac ies , and 1 N u rs in g  Home Drug Room 
pharmacy.

T r a n s p o r t a t io n  f o r  In s p e c t io n s  not in  the  
Anchorage a r e a ,  a t  $400 e a .  x 70

Per Diem f o r  In s p e c t io n s  not in  the  Anchorage 
a r e a ,  a t  $80 pe r day x 3 days e a .  x 78

300 CQNIE&CIUAL:

P os tage , t e le p h o n e , p r i n t i n g ,  p u b l ic a t i o n  and 
o p e r a t in g  c o s t s :

(W ith  the  a u t h o r i t y  to  i n v e s t i g a t e  v i o l a t i o n s ,  the 
f o l l o w in g  w i l l  a p p l y : )

L e ga l f e e s :  E s t im a ted  2 in v e s t i g a t i o n s  a n n u a l l y  w i l l  
r e s u l t  i n  d i s c i p l i n a r y  p ro c e e d in g s :  Fees cove r a l l  cos ts  
i n c l u d i  is  h e a r in g  o f f i c e r  f e e s ,  c o u r t  c o s t s ,  c ou rt  re c o rd e r  
c o s t s ,  a p p e a ls  c o s t ,  w it n e s s  f e e s ,  and a l l  o th e r  r e la t e d  costs*, 
(E s t im a te d  each h e a r in g  process cos t i s  $ 1 0 ,0 0 0 .0 0  x 2)

2 0,000.00

E x e c u t iv e  S ec re ta ry  le a se d  v e h ic l e ,  d ry  m/maintenance*.

A ncho rage : 1 v e h ic le  <3 $ 410 .0 0  p e r  month x 12 months 4 ,9 2 0 .0 0

F u e l :  1 le ased  v e h ic l e  <3 e s t .  $ 87 .5 0  pe r month
x 12 months _ 1 .l050.*00

$ 2 7 ,9 7 0 .0 0

3 1 ,2 0 0 .0 0

$ 5 1 ,6 0 0 .0 0

$2 , 000.00

$480 .0 0

1,200.00

4 6 , 5 1 9 . 8 8



flfil-CQMUQDIIIES:

S t a t io n e r y , t y p e w r i t e r  r ib b o n s ,  pens , p e n c i l s ,
t a b l e t s ,  and o th e r  m is c e l la n e o u s  desk top  s u p p l i e s  1 ,2 0 0 .0 0

 EQ'JIEtJEbJlJL (one t im e  co s ts  o n ly )

1 d e s k ,  d o u b le  p e d e s t a l ,  60" x 30" <3 5 6 8 .2 2  e a . 5 6 8 .2 2
1 c h a i r ,  e x e c u t iv e  s w iv e l ,  w it h  arms <3 $313 .3 0  3 1 3 .3 0
1 t y p e w r i t e r ,  IBM c o r r e c t in g  S e le c t r ic  w it h  d u a l

p i t c h ,  1 5 .5  in ch  paper c a p a c it y  <3 $ 1 ,3 6 9 .3 6  e a .  1 ,3 6 9 .3 6
1 t y p e w r i t e r  t a b le  <3 $ 135 .6 5  e a . 1 3 5 .6 5
1 c h a i r ,  s id e  w it h o u t  arms , c o n to u r  s t y l e  <9

$114 .6 0  e a .  1 14 .6 0
1 r e c o r d in g  m ach ine , p o r t a b le ,  L a n ie r  <3 $ 7 7 5 .8 7  e a .  7 7 5 .8 7
1 bookcase w it h  3 a d ju s t a b le  s h e lv e s  <3 $ 164 .6 9  e a . 1 6 4 .6 9
1 f i l e  c a b in e t ,  5 d raw e r , l e g a l  w/ lock (3 $406 .91  e a .  4 0 6 .9 1
1 c a l c u l a t o r s ,  d e sk , p r i n t i n g  and d i s p l a y ,  1 2 - d i g i t ,

i§ $364 .6 6  e a . ____364^.66
$ 4 ,2 1 3 .2 6

'3Gfl__LSt'ID_&_SIBU£IL!BES:

150 s q .  f t .  0 $ 2 .0 0  pe r f t .  pe r mo. x 12 mas. $ 3 ,6 0 0 .0 0

TOTAL OPERATING COSTS: $ 1 3 5 ,1 0 3 .1 4



POSITION TITLE
Executive Secretary

UARG. UNIT
GGU

FORM 12 PA CE/ LI  HERANGE/STEP
10A

Al'l'ROV

STAfF MONTHS RP NUMBER PCN NUMBER ELECTION DISTRICT
ALL

LOCATION
EBA

CONTINUATION LEVEL
1YPE UK EXPEND!I  URL

As requested by the House Labor & Commerce Committee 
in House Bill 716.PERSONAL SERVICES

B e n e f  i t s
S u p p l e m e n t a l  B e n e f i t s
F i x e d  B e n e f i t s

IUIAL PERSONAL SERVICES
T r a v e l
C o n t r a c t u a 1
C o m m o d i t i e s
E q u i p m e n t

TOTAL COST

FUND I NO SOURCE
F e d e r a l  R e c e i p t s  1 0 02
C . F .  Ma t ch
G e n e r a l  F u n d s  
I - A  R e c e i p t s

FOR BSM USE ONLY 
<«A KEY NUMBER

a g e n c y  Department of Commerce. aiuLEconomi.c Development

p r o g r a m  Public. .PrQ.ter.ti.oa

1 3  REQUEST FOR 
• .♦ *NEW POSITION b r u . Occupational Licensing

Revised on toCOMPONENT
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B i i l N d .  House B111 719 Date May 1 5  • 1 9 8 4

Title "An Act relating to the rights of contractors C n r t A r t *  Eileen Plate 
on public works projects." va)u..cua. 455.2700

, A r f O / 5 ^  •' Bob Bacolas

I* t S f f t  465-4870

This bill would protect a prime contractor on a public works project 

from being required to pay wage claims to a principal or owner/operator 

of a subcontractor whenever a dispute arises between the prime contractor 

and the subcontractor concerning the performance of work under the sub­

contract.

Under this bill, the Department of Labor would be required to undertake 

investigations of the subcontractor's performance, hold hearings, and 

issue determinations as to whether or not the subcontractor has "substan­

tially failed to perform the subcontract." These types ov contract 

performance disputes frequently involve complicated questions of law 

and facts which are normally by the courts, r . jt by administrative 

agencies. The Department would have to make what is ultimately a 

legal determination as to performance under the subcontract, which 

would likely involve the Department in third party court litigation 

and would not be in the best interests of either the Department or the 

State of Alaska.

Moreover, as the attached fiscal note makes clear, the Department would be 

required to retain certain professional, consulting, and legal services 

in order to make the necessary determinations of contract performance.

While the Department is not opposed to the idea of withholding payment 

to owner/operators of subcontractors during litigation of contract 

performance disputes, we believe that there is a much less costly way 

of accomplishing this result. In cases where a contract dispute arises 

between a prime contractor and a subcontractor, the contracting agency 

administering the public works project would withhold accrued payments 

from the prime contract as provided in AS 36.05.070 and .090 but would 

not disburse any wage payments to owner/operators or persons with an 

ownership interest in that subcontractor until the contract performance 

dispute has been resolved. Durir.y the pendency o f litigation, the 

.̂1 tracti ng agency could be directed to hold those amounts in escrow 

and disburse only in accordance with an orde’ of the court or by stipu­

lation of the parties.

Specifically, the Department recommends that in Section 1 of House Bill 

719, the added language on line 15 be deleted. In Section 2 of the bill, 

proposed AS 35.05.095 should read as follows:

CONTRACTORS AND SUBCONTRACTORS, (a) A contractor may inform the 

Department of Labor that a contract dispute exists with respect 

to the performance of a ;ubcontracfor and that a court action has 

been filed concerning such dispute Within ten days of receiving 

such notification, the department shall verify this information 

and transmit it to the contracting agency administering the public 

works project.

P O S I T I O N  P A P E R / D e o a r t m e n t  of Labor



House Bill 719

(b) Upon receipt of notification frcr. the Department of Labor 

that a court action has been filed with respect to the performance 

of a subcontractor on a public works project, the contracting 

agency shall withhold but m a y  not disburse any accrued payments 

from the public construction contract to pay wages to any person 

having an ownership interest in thv; subcontractor until directed 

to do so by court order or by stipulation of the parties.

(c) The Department of Labor may not exercise any of its statutory 

remedies under AS 36.05.010-110 against a contractor because of 

that contractor's failure to make payment to any person having an 

ownership interest in a subcontractor until such time as the 

contract performance dispute between the contractor and subcontractor 

has been resolved by court order or by stipulation of the parties.

A fiscal note is attached.

APPROVED:

■>-Jim Robison 

Commissioner



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: HB 719 Agency Affected: Labor________________

Title: "An Act relating to r i g h t ?  Program C a t e g o r y  Affected: Public
of contractors. . .

Sponsor: House Labor & Commerce

Requestor: House Labor & Commerce

Date of Request: May 14, 1984

Protection______________________

BRU, Program or Subprogram!s) Affected: 

Labor Standards & Safety BRU;____________

Wage & Hour

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

1 0 0  PERSONAL SERVICES 
2 0 0  TRAVEL 
3 0 0  CONTRACTUAL 
4 0 0  SU P P LI ES  
5 0 0  EQUIPMENT 
6 0 0  LAND & STRUCTURES 
7 0 0  CRANTS,  CLAIMS 
8 0 0  MISCELLANEOUS

12.8 13.4 14.0 14.8 15.7

76.3 81.5 86.0 91.8 96.0

.5 .5 .6 .6 .6
2.5

•

TOTAL OPERATING 0 92.1 94.9 100.6 106.4 112.3

I CAPITAL |

[ REVENUE

FUNDING: (Thousands of Pol ars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 92.1 94.9 100.6 . 106.4 112.3

____ .0 .... 92,1 94.9 .. 100.6 .. JLOfi^. 112.3.

POSITIONS:

FULL-TIME
PART-TIME 1 1 1 1 1
TEMPORARY

. . .  . 1  . . . .

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L : 

N/A

A N A L Y S I S : Attach a separata page for analysis

Prepared By: 1/Ts____________________

Di V i S 1 on:__ Labor Standard*;^Safety

Approved by Coinmissioner^ i m  R n h i s m i ^ ^  
Agency: | rhnr_____________ ____________________________

L E G :B :16
Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies)

Phone: 466-4870
Date:______________

Date: £(

12/1/83



FISCAL NOTE
*<

THE LEGISLATURE OF THE STATE OF ALASKA ^

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: H3 719

TITLE: "An Act relating to rights of contractors on public works projects."
AGENCY AFFECTED: Department of Labor

Page 2

U * l

Under this bill the Department of Labor would be required to conduct complex 

investigations, issue formal determinations, and hold hearings in certain 

instances upon the request of a prime contractor. A request may oc * when a 

wage claim is filed against the prime contractor by a subcontractor ...ien liti­

gation is pending between the parties arising out of a dispute concerning 

quality of work, or specific performance under the sub-contract.

The Wage and Hour Administration routinely handles about 20 enforcement actions 

each year that involve owners/operators who perform on public works projects 

as laborers, mechanics, or field surveyors. This fiscal note assumes that 

fifty percent of these actions will involve disputes between the prime contractor 

and subcontractor. In order to meet the investigation requirements of this 

bill, the cost associated with staffing full-time professionals, who have the 

required expertise to evaluate performance, would be prohibitive. Therefore, 

such activity would be handled through pr o f e s s i o n a l service contracts o n an 

as-needed basijs^ Under this plan, the following a s s u m p t i o n s V a n ~ b e  made.

1. Contract attorney to handle the legal needs of the program ($140 per hour).

2. Professional consultant fees associated with investigating, determining, 

and issuing reports ($250 per hour).

3. A part-time Clerk Typist III in the Wage and Hour Administration to provide 

the required clerical support for the Department's involvement in the 

program.

We approximate it will take 16 hours per complaint for a private consultant to 

investigate, make a determination, and issue a report; and 16 hours per complaint 

by a contract attorney for legal involvement.

Based on these assumptions, the following formulas were used to compute the 

Fiscal Year 1985 costs to operate the program.

Consultant Fees: 10 ijivestigat ions x 16 hours x $250 per hour = $ 40.0

Attorney Fees: 10 investigations x 16 lours x $140 per hour = $ 22.4

Miscellaneous other routine contractual services would 

include reporting and recording services

Costs associated with the Clerk Typist III are shown on the 

attached Form 13. Of these costs, only the equipment costs 

of $2.5 would be one-time items.

$ 7.5

C ?  7



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HB 719

TITLE. An Act relating to rights of contractors on public works proiects 11 
AGENCY AFFECTED: Department of Labor projects.

Page 3

In preparing these cost estimates, we have assumed an effective date on the bill 

of July 1, 1984. Also, an inflation rate of six percent is included for fiscal 
years 1986 - 1989.

LEG:B:16



TO5TT ,C,e 
rk Typist

Type of Position 

PPT

Staff Months 

 6

Range/Step 

8 A

Barg. Unit 

6GU
Form 12 Page/Line 

Election District*

GOV. APPROV. OISAPP.

RP Number 

HB 719

IPCN Number BRU Priority Location
Anchorage

LEG.

CONTINUATION LEVEL

Type of Expenditure

1
PE'RS'On a l  s e r v i c e s

5

6 
7

_8

9
10

11
12'
13
H
15

Salary

B e n e f i t s _______

Supplemental Benefits

Fixed Benefits

TOTAL PERSONAL SERVICES
Travel

Contractual

Commodities

Equipment

ADDITION

9,318

T7SS5"
T 7 T

01
T T ? 6 7

02
03
04

05

Other

TOTAL COST

16
17
18
19
20 
21

RECEIPT CODE

100

FUNDING SOURCE

Federal R e c e i p t s  1002

G.F. Match 1003
General Funds 1004
I-A Receipts 1005

Program Receipts 1028

Other

For MSB Use Only 

4A Key Number

Amount

12,807

TT

6 ,4 1 8
~ W

2,500

777275-

J IJ S T IF IC A T IO

This position would provide clerical support to the 

investigations required by this bill.

The clerk would maintain files on the cases, answer 

phones, type correspondence, etc.

Contractual Services costs include telephone charges, 

$1,800 for rent, $1,118 for management services 

support, etc.

A one-time cost of $2,500 for equipment would include 

a desk, chair, calculator, file cabinet, etc.

AGENCY Department of Labor

13 REQUEST FOR NEW POSITION
PROGRAM Worker Protection

BRU Labor Standards & Safety

Page of 
1 1

C O MPONENT Wane ft Hour

Revised Date

«
>

L E G : B : 17

I FY 85 |

4
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DEPARTMENT OF LABOR /? £ C £ 15/ £ 0
OFFICE OF THE COMMISSIONER

M Y  2 1904

BRIEFING rAPSR ON l a h e n t e r p r i s e s OFFICE OF THE CfifiiaiSSiO®

L Ec II ENTERPRISES IS THE PRIME CONTRACTOR ON THE ANCHORAGE SERVICE-HAN3HEW 

SPORTS COM PI,EX IN ANCHORAGE. GROUND UP CONSTRUCTION WAS UNDER SUBCONTRACT TO 

L & II ENTERPRISES FOR EXCAVATION AND INSTALLATION OF WATER AND SEWER LINES.

GROUND UP FAILED TO PAY WAGES FOR THE WORK PERFORMED ON THE PROJECT. AT LEAST 

FOUR PEOPLE PERFORMED WORK TOR GROUND UP ON THE PROJECT. THEY ARE:

GARY STERNA -LABORER- OWNER OF GROUND UP CONSTRUCTION

DENNIS THOMAS -LABORER & OPERATOR- REPUTED BY L & II TO BE CO-OWNER OF GROUND UP 

ANDY STERRA -OPERATOR h LABORER- GARY STERBA’o BROTHER 

LCD GUrOWSKY-THUCiC DRIVER h IA BORER

L & H HAS WITHHELD ALL PAYMENTS TO GROUND UP CONSTRUCTION FOR THIS PROJECT DUE 

TO A DISPUl'E OVER THE QUALITY/QUANTITY OF WORK PERFORMED. IN FEBRUARY 193L, 

GROUND UP CONSTRUCTION FILED A CHAPTER 7 BANKRUPTCY. THE DEPARTMENT AUDITED 

AVAILABLE TIME RECORDS 1ND HAS REQUESTED THAT THE CONTRACTING AGENCY WITHHOLD 

•*17,6 3 9 . 5 WHICH REPRESENTS THE WAGES DUE FOR LABOR PERFORMED ON THIS PROJECT 

BY THE FOUR MEN LISTED ABOVE. THE AMOUNT TO iiifi WITHHELD WAS DETERMINED FROM AN 

AUDIT OF CERTIFIED PAYROLL RECORDS SUBMITTED TO THE DEPARTMENT ON DECEMBER 20, 

1933 AND AUfHENTICATED BY A SWORN STATEMENT FROM GARY STERBA, THE OWNER OF GROUND 

UP CONSTRUCTION. WITHHOLDING WAS REQUESTED IN ACCORDANCE WITH AS 36.09.070(c).

COUNSEL FOR I. & II ENTERPRISES HAS OBJECTED TO: THE HOURS SUBMITTED BY GROUND UP;

THE DEPARTMENT SEEKING COLLECTION OF WAGES FOR COMPANY OWNERS OR REPUTED OWNERS; 

THE DEPARTMENT SEEKING COLLECTION FROM THE CONTRACTING AGENCY.

THE 'vNW !' IF. FOLLOWI Ml ESTABLISHED p r o c e d u r e s in p u r s u i n g t h i s m a t t e r , t h e

C V !T R A O rO R / ; : i iT .O Y ! 'R  IS IN  BANKRUPTCY AND TH E  DEPARTMENT HAS NO A L T E R N A T IV E  IN  T I T L E



BRIEFING PAPER

PAGE 2

MAY 1, 19 Rli

3 6 . 0 5  ENFORCEMENT ACTIONS BUT TO SEEK FINAL PAYMENT OF WAGE DISCREPANCIES FROM 

THE CONTRACTING AGENCY. THE FACT THAT SOME OF THE L\BOR WAS PERFORMED 3Y AN OWNER 

OF THE COMPANY DOES NOT NEGATE OIJR OBLIGATION TO INSURE THAT ALL LABOR IS COMPEN­

SATED FOR AT PREVAILING RATES. THIS MIRRORS FEDERAL FOLICY F'OR DAVI3-BAC0N 

ENFORCEMENT. THE ISSUE AS TO ACi'UAL HOURS WORKED HAS YET TO BE RESOLVED.

AN INFORMAL CONFERENCE WAS HELD IN ANCHORAGE ON APRIL 26. L A H AND GROUND UP 

CONSTRUCTION WERE REPRESENTFD. NO RESOLU1TON COULD BE REACHED SO THE MATTER 

WILL BE SET FOR HEARING TO DETERMINE THE NUMBER OF HOURS WORKED AND THE AMOUNT 

OF WAGES DUE TO BE TAID BY THE CONTRACTING AGENCY IN ACCORDANCE WITH AS 36.03.090(g),



MAY 16, 1984

TO: JOHN

FROM: KEN

RE: HB 719 RELATING RIGHTS OF CONTRACTORS

THE PURPOSE OF THIS BILL IS TO PROTECT PRIME CONTRACTORS 

ON PUBLIC WORKS JOBS FROM PAYING WAGE CLAIMS TO A 

SUBCONTRACTOR WHEN A DISPUTE ARISES OVER THE 

PERFORMANCE OF THE WORK BY THE SUBCONTRACTOR. IT IS 

PRESENTLY THE DEPARTMENT OF LABORS POLICY TO HAVE THE 

CONTRACTING AGENCY WITH HOLD AND SOMETIMES DISBURSE 

FUNDS EARMARKED FOR THE PRIME CONTRACTOR WHEN WAGE 

CLAIMS ARE MADE AGAINST THAT CONTRACTOR. THE MAIN 

INTENT OF THIS BILL IS TO PREVENT THE OWNER OP ■. * OF 

A SUBCONTRACTING FIRM FROM COLLECTING ON A WA .AIM 

UNTIL ALL LITIGATION OVER THE PERFORMANCE OF THAT 

SUBCONTRACTOR HAS BEEN RESOLVED.



•Sill N o .  House B i l l  719 Date May 15 ■ 1984
T i t l p  "An Act relating to the rights of contractors Eileen Plate

1 on public works projects." I o n i a n .  4 65_27oo

i , Bob Bacolas 

465-4870

This bill would protect a prime contractor on a public works project 

from being required to pay wage claims to a principal or owner/operator 

of a subcontractor whenever a dispute arises between the prime contractor 

and the subcontractor concerning the performance of work under the sub­

contract.

Under this bill, the Department of Labor would be required to undertake 

investigations of the subcontractor's performance, hold hearings, and 

issue determinations as to whether or not the subcontractor has "substan­

tially failed to perform the subcontract." These types of contract 

performance disputes frequently involve complicated questions of law 

and facts which are normally by the courts, not by administrative 

agencies. The Department would have to make what is ultimately a 

legal determination as to performance under the subcontract, which 

would likely involve the Department in third party court litigation 

and would not be in the best interests of either the Department or the 

State of Alaska.

Moreover, as the attached fiscal note makes clear, the Department would be 

required to retain certain professional, consulting, and legal services 

in order to make the necessary determinations of contract performance.

While the Department is not opposed to the idea of withholding payment 

to owner/operators of subcontractors during litigation of contract 

performance disputes, we believe that there is a much less costly way 

of accomplishing this result. In cases where a contract dispute arises 

between a prime contractor and a subcontractor, the contracting agency 

administering the public works project would withhold accrued payments 

from the prime contract as provided in AS 36.05.070 and .090 but would 

not disburse any wage payments to owner/operators or persons with an 

ownership interest in that subcontractor until the contract performance 

dispute has been resolved. During the pendency of litigation, the 

contracting agency could be directed to hold those amounts in escrow 

and disburse only in accordance with an order of the court or by stipu­

lation of the parties.

Specifically, the Department recommends that in Section 1 of House Bill 

719, the added language on line 15 be deleted. In Section 2 of the bill, 

proposed AS 35.05.095 should read as follows:

CONTRACTORS AND SUBCONTRACTORS. <i )  A contractor may inform the 

Department of Labor that a contract dispute exists with respect 

to the performance of a subcontractor and that a court action has 

been filed concerning such dispute. Within ten days of receiving 

such notification, the department shall verify this information 

and transmit it to the contracting agency administering the public 

works project.

I
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(b) Upon receipt of notification from the Department of Labor 

that a court action has been filed with respect to the performance 

of a subcontractor on a public works project, the contracting 

agency shall withhold but may not disburse any accrued payments 

from the public construction contract to pay wages to any person 

having an ownership interest in the subcontractor until directed 

to do so by court order or by stipulation of the parties.

(c) The Department of Labor m ay not exercise any of its statutory 

remedies under AS 36.05.010-110 against a contractor because of 

that contractor's failure to make payment to any person having an 

ownership interest in a subcontractor until such time as the 

contract performance dispute between the contractor and subcontractor 

has been resolved by court order or by stipulation of the parties.

A fiscal note is attached.

APPROVED?

'-Jim Robison 

Commissioner
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Under this bill the Department of Labor would be required to conduct complex 

investigations, issue formal determinations, and hold hearings in certain 

instances upon the request of a prime contractor. A  request m ay occur when a 

wage claim is filed against the prime contractor by a subcontractor when liti­

gation is pending between the parties arising out of a dispute concerning 

quality of work, or specific performance under the sub-contract.

The Wage and Hour Administration routinely handles about 20 enforcement actions 

each year that involve owners/operators who perform on public works projects 
as laborers, mechanics, or field surveyors. This fiscal note assumes that 

fifty percent of these actions will involve disputes between the prime contractor 

and subcontractor. In order to meet the investigation requirements of this 

bill, the cost associated with staffing full-time professionals, who have the 

required expertise to evaluate performance, would be prohibitive. Therefore, 

such activity would be handled through professional service contracts on an 
as-needed basis. Under this plan, the following assumptions can be made.

1. Contract attorney to handle the legal needs of the program ($140 per hour).

2. Professional consultant fees associated with investigating, determining, 

and issuing reports ($250 per hour).

3. A part-time Clerk Typist III in the Wage and Hour Administration to provide 

the required clerical support for the Department's involvement in the 
program.

We approximate it will take 16 hours per complaint for a private consultant to 

investigate, make a determination, and issue a report; and 16 hours per complaint 

by a contract attorney for legal involvement.

Based on these assumptions, the following formulas were used to compute the 

Fiscal Year 1985 costs to operate the program.

Consultant Fees: 10 investigations x 16 hours x $250 per hour = $ 40.0

Attorney Fees: 10 investigations x 16 hours x $140 per hour = $ 22.4

Miscellaneous other routine contractual services would $ 7.5

include reporting and recording services

Costs associated with the Clerk Typist III are shown on the 

attached Form 13. Of these costs, only the equipment costs 

of $2.5 would be one-time items.
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In preparing these cost estimates, we have assumed an effective date on the bill 

of July 1, 1984. Also, an inflation rate of six percent is included for fiscal 

years 1986 - 1989.

L E G :B :16
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Typist III-Cle rk. 
: of Po

.

Staff Months 

6

Range/Step 

8 A

Barg. Unit 

6GU
Form 1? Page/Line GOV. APPROV. OISAPP.

Type of Position 

PPT

RF' Number 

HB 719

PCN Number BRIJ Priority Location
Anchorage

Election District LEG.

CONTINUATION LEVEL ADDITION J1JS T I F I C A T 10
4 Type of Expenditure Amount

1 2 3
PERSONAL SERVICES

9,318

12,807

5 Salary

6 Benefits 1 , 5 5 6

7 Supplemental Benefits 571

8 Fixed Benefits 1 , 3 6 2

9 TOTAL PERSONAL SERVICES 0 1

10 Travel 02 ~ U ~

11 Contractual 03 V , 4 ' 1 8

1 2 Commodities 04 5UU''

13 Equipment 05 2 , 5 0 0

14 Other

15 TOTAL COST 2 2 , 2 2 b

RECEIPT CODE FUNDING SOURCE

16 Federal Receipts 1002

17 G.F. Match 1003

18 100 General Funds 1004 2 2 ,22b

19 I-A Receipts 1005

20 Program Receipts 1028

21 Other

For m i  Use Only 

4A Key Number

This position would provide clerical support to the 

investigations required by this bill.

The clerk would maintain files on the cases, answer 

phones, type correspondence, etc.

Contractual Services costs include telephone charges, 

$1,800 for rent, $1,118 for management services 

support, etc.

A one-time cost of $2,500 for equipment would include 

a desk, chair, calculator, file cabinet, etc.

13 REQUEST FOR NEW POSITION

AGENCY Department of Labor________________________________ | FY 85 |

PROGRAM Worker Protection_________

BRU Labor Standards & Safety 

COMPONENT Wage & Hour_________________

LEG:B:17

P a g e o 7  
1 1 

Revised Date



DEPARTMENT OF LABOR H E  11 [ I V [ I ]
OFFICE OF THE COMMISSIONER

MAY 2 1964

BRIEFIN'? PAPER ON L h II ENTERPRISES OF THE COl/ISHSSiflrftS

L & II ENTERPRISES 13 THE PRIME CONTRACTOR ON THE ANCHORAGE SERVICE-IIANSIIEW 

SPORTS COMPLEX IN /ANCHORAGE. GROUND UP CONSTRUCTION WAS UNDER SUBCONTRACT TO 

Ij & H ENTERPRISES FOR EXCAVATION AND INSTALLATION OF WATER AND 3 EWER LIMES.

GROUND Ur FAILED TO PAY WAGES TOR THE WORIC PERTORMED ON THE PROJECT. AT LEAST 

FOUR PEOPLE ITJRFORMED WORK FOR GROUND UP ON THE PROJECT. THEY ARE:

GARY STERNA -LABORER- OWNER OF GROUND UP CONSTRUCTION

DENIMS THOMAS -LABORER & OPERATOR- REPLfPED BY L & II TO BE CO-OWNER OF GROUND UP 

ANDY STERBA -OPERATOR ?< LABORER- GARY STERNA13 BROTHER 

ED GUrOWSKY-TRUCK DRIVER A IABORER

L h il HAS WITHHELD ALL PAYMENTS TO GROUND UP CONSTRUCTION FOR THIS PROJECT DUE 

TO A DISPUl'E OVER THE QUALITY/QUANTITY OF WORK PERFORMED. IN FEBRUARY 1981*, 

GROUND UP CONSTRUCTION FILED A C! I AFTER Y BANK HU I T O Y . THE DEPARTMENT AUDITED 

AVAILABLE TIME RECORDS AND HAS REQUESTED THAT THE CONTRACTING AGENCY WITHHOLD 

vlY.6 3 9 .5 H WHICH REPRESENTS THE WAGES DUE FOR LABOR PERFORMED ON THIS PROJECT 

BY THE FOUR MEN LISTED ABOVE. THE AMOUNT TO BE WITHHELD WAS DETERMINED FROM AN 

AUDIT OF CERTIFIED PAYROLL RECORDS SUBMITTED TO THE DEPARTMENT ON DECEMBER 20, 

1933 AND AUITIENTICATEI) BY A SWORN STATEMENT FROM GARY STERBA, THE OWNER OF GROUND 

UP CONSTRUCTION. WITHHOLDING WAS REQUESTED IN ACCORDANCE WITH AS 36.Q5.0Y0(c).

COUNSEL FOR I, & II ENTER PR >K3 HAS OBJECTED TO: THE HOURS SUBMITTED BY GROUND UP;

THE DEPARTMENT SEEKING COLLECTION OF WAGES TOR COMPANY OWNERS OR REPUTED OWNERS;

THE DEPARTMENT SEEKING COLLECTION FROM THE CONTRACTING AGENCY.

T IE vll’A M'i::;:':' IP. FOLL-WI re; ESTABLISHED PROCEDURES IN PURSUIT! THIS MATTER. THE 

COiM’ia-.TOR/.riPI.OYER IS I." BANKRUPTCY AND THE DEPARTMENT HAS NO ALTERNATIVE IN TITLE



BRIEFING PAPER 
PAGE 2 
MAY 1, 198H

36.05 ENFORCEMENT AC?IONS BIT TO SEEK FINAL PAYMENT OF WAGE DISCREPANCIES FROM 

THE CONTRACTING AGENCY. THE FACT THAT SOME OF THE LABOR WAS PERFORMED 3Y AM OWNER 

OF THE COMPANY DOES NOT NEGATE OUR OBLIGATION TO INSURE THAT ALL LABOR IS COMPEN­

SATED FOR AT PREVAILING RATES. THIS MIRRORS FEDERAL FOLICY FOR DAVIS-BACON 

ENFORCEMENT. THE ISSUE AS TO ACTUAL HOURS WORKED HAS YET TO BE RESOLVED.

AN INFORMAL CONFERENCE WAS HELD IN ANCHORAGE ON APRIL 26. L & H AND GROUND UP 

CONSTRUCTION WERE REPRESENTED. NO RESOLUTION COULD BE REACHED SO THE MATTER 

WILL BE SET FOR HEARING TO DETERMINE THE NUMBER OF HOURS WORKED AND THE AMOUNT 

OF WAGES DUE TO BE PAID BY THE CONTRACTING AGENCY IN ACCORDANCE WITH AS 36.05.090(a)

---------------------------------------------
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OFFICE OF THE COMMISSIONER
J o e  L. H a y e s  

S p e a k e r  o f  the H o u s e  of  R e p r e s e n t a t i v e s  
P o u c h  W O  (Mail  S t o p  3100)

J u n e a u , A K  99811

D e a r  S p e a k e r  H ay es :

E n c l o s e d  is a c o p y  o f  a r e q u e s t  for i n v e s t i q a t i o n  I h a v e  s e n t  to
Mr. C h e n o w e t h ,  the S t a t e  O m b u d s m a n ,  p e r t a i n i n g  to an

i n v e s t i g a t i o n  b e i n g  p e r f o r m e d  by t h e  W a g e  & H o u r  A d m i n i s t r a t i o n ,  

L a b o r  S t a n d a r d s  & S a f e t y  D i v i s i o n  o f  t h e  D e p a r t m e n t  of  L a b o r .

A f t e r  y o u  h a v e  h a d  a c h a n c e  to r e a d  the c o n t e n t s  o f  m y  l e t t e r  to

Mr. C h e n o w e t h ,  w h i c h  s e t s  f o r t h  th e  i s s u e s  i n v o l v e d ,  p e r h a p s  it 
w o u l d  be u s e f u l  for y o u  a n d  o t h e r  m e m b e r s  o f  the l e g i s l a t u r e  to 

a d d r e s s  t h e  i m p a c t  o f  th e  i n t e r p r e t a t i o n  t h a t  is b e i n g  p l a c e d  o n  

the r e g u l a t i o n s  a n d  the e n a b l i n g  s t a t u t e  a s  to w h o  the 
b e n e f i c i a r i e s  o f  t h e  L a w  are. Mr. S i l v e r t h o r n ,  the i n v e s t i g a t o r  

a s s i g n e d ,  t a k e s  the  p o s i t i o n  t h a t  th e s t a t u t e  in q u e s t i o n  

p e r t a i n s  to p a y m e n t  o f  w a g e s  to all p e r s o n n e l  w h o  p r o v i d e  w o r k  o n  
a c o n s t r u c t i o n  p r o j e c t  for the S t a t e  o f  A l a s k a  o r  o n e  o f  its 

p o l i t i c a l  s u b d i v i s i o n s ,  e v e n  if s o m e  o f  t h o s e  p e o p l e  are  the 

o w n e r s  o f  th e c o n t r a c t o r  w h o  u n d e r t o o k  to o e r f o r m  the s e r v i c e s  by 
c o n t r a c t .  In t he  i n s t a n t  c a s e ,  t he  s u b c o n t r a c t  b e t w e e n  L & H 

E n t e r p r i s e s ,  Inc. a n d  G r o u n d  U p  C o n s t r u c t i o n ,  a p a r t n e r s h i p  o w n e d  

by  G a r y  S t e r b a  an d D e n n i s  T h o m a s ,  w a s  f o r  $ 1 4 , 5 5 0 .  Due  to th e  
f a i l u r e  o f  G r o u n d  Up to p r o p e r l y  p e r f o r m  the w o r k ,  an d  th e 
r e q u i r e m e n t  t h a t  L & H h a d  to m a k e  g o o d  t h a t  p o r t i o n  o f  th e w o r k ,  

as  p a r t  o f  its d u t i e s  as  g e n e r a l  c o n t r a c t o r ,  L & H h a d  b a c k  

c h a r g e s  for a l m o s t  t he  ful l a m o u n t  o f  the c o n t r a c t .

N e v e r t h e l e s s ,  Mr. S t e r b a  an d  Mr. T h o m a s  h a v e  m a d e  w a g e  c l a i m s  of  
a p p r o x i m a t e l y  $ 1 1 , 0 0 0 ,  in a d d i t i o n  to w a g e  c l a i m s  b y  t w o  o t h e r  
m e n  t h e y  c l a i m  w o r k e d  for t h e m  o n  the p r o j e c t  a m o u n t i n g  to a 

l i t t l e  o v e r  $ 6 , 0 0 0 .  B a s e d  o n  Mr. S i l v e r t h o r n ' s  " i n v e s t i g a t i o n , "  
th e s c h o o l  d i s t r i c t  h a s  b e e n  o r d e r e d  to w i t h h o l d  the full 

$ 1 7 , 6 3 9 . 5 4 ,  i n c l u d i n g  a l m o s t  $ 1 1 , 0 0 0  for S t e r b a  a nd  T h o m a s ,  f r o m

I

General Contractc-s/Design Build Services 

P.O. Box 111593/Anchorage, Alaska 99511/Phone: (907) 349-2559

autliorized  bu ik jer atlantic __



J o e  L. H a y e s
M a r c h  28, 1984
P a g e  Two

L & H E n t e r p r i s e s ,  In c., s i n c e  G r o u n d  Up C o n s t r u e t i o n  d i d  n ot  p a y  

a n y  w a g e s  to a n y  o f  t he p e r s o n n e l  i n v o l v e d  in the p r o j e c t .

Y o u  w i l l  n o t e  f r o m  o u r  r e p o r t  to Mr. C h e n o w e t h  the c r i t i c i s m s  we 
h a v e  o f  t h e  m e t h o d s  o f  i n v e s t i g a t i o n  t h a t  a re  b e i n g  e m p l o y e d  b y  

t h i s  d i v i s i o n  o f  the S t a t e  o f  A l a s k a .  H o w e v e r ,  e v e n  m o r e  
d i s t r e s s i n g ,  and the s u b j e c t  tha t I w o u l d  a p p r e c i a t e  the 

l e g i s l a t u r e  a d d r e s s i n g  i t s e l f  to, is t he  i m p a c t  o f  t h i s  k i n d  o f  

e n f o r c e m e n t  p r a c t i c e  o n  c o n t r a c t i n g  o n  p u b l i c  w o r k s  p r o j e c t s  in 
the S t a t e  o f  A l a s k a .

If Mr. S i l v e r t h o r n  is r i g h t  in h i s  i n t e r p r e t ? ' ' o n ,  a n y t i m e  a 
s u b c o n t r a c t o r  f a i l s  to p e r f o r m  on a p u b l i c  w ■.xs p r o j e c t s ,  th e 

o w n e r s  o f  the s u b c o n t r a c t o r  c a n  e s s e n t i a l l y  g e t  b a c k  all o r  e v e n  

m o r e  t h a n  w h a t  t h e y  e x p e c t e d  to m a k e  f r o m  th e p r o j e c t  t h r o u g h  
w a g e  c l a i m s ,  b r e a c h  t h e i r  c o n t r a c t  a nd  fail to p e r f o r m ,  c a u s e  
t h e i r  u p s t r e a m  c o n t r a c t o r  to e x p e n d  s u b s t a n t i a l  s u m s  o f  m o n e y  to 

c o m p l e t e  the w o r k  t h a t  s u b c o n t r a c t o r  h a s  u n d e r t a k e n  to p e r f o r m ,  
a n d ,  in a d d i t i o n ,  h a v e  to p a y  out. o f  its p o c k e t  s o - c a l l e d  " w a g e s "  

o f  th e o w n e r s  o f  the s u b c o n t r a c t o r  tha t d e f a u l t e d .  If t h a t  in 

fac t is t h e  la w o f  t h e  S t a t e  o f  A l a s k a ,  I s u s p e c t  t he  s t a t e  an d  
its p o l i t i c a l  s u b d i v i s i o n s  a r e  g o i n g  to find it i n c r e a s i n g l y  

d i f f i c u l t  to o b t a i n  r e a s o n a b l e  b i d s  f r o i  c o n t r a c t o r s  to p e r f o r m  
t h e i r  p r o j e c t s .

Y o u r  i n q u i r y  into t h i s  m a t t e r  w o u l d  be " e r y  m u c h  a p p r e c i a t e d .  If 

Mr. S i l v e r t h o r n  is i n c o r r e c t l y  i n t e r p r e t i n g  th e law, p e r h a p s  he 
s h o u l d  be s e t  s t r a i g h t .  If he  is c o r r e c t l y  i n t e r p r e t i n g  it, 

o b v i o u s l y  t h e  l e g i s l a t u r e  n e e d s  to tak e s o m e  c o r r e c t i v e  a c t i o n .  
T h a n k  y o u  for v o u r  a s s i s t a n c e .

L & H E n t e r p r i s e s ,  Inc

cc: A l l  L e g i s l a t i v e  M e m b e r s

G o v e r n o r  W i l l i a m  S h e f f i e l d
E n e l .
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E N T E R P R I S E S  INC.

M a r c h  28, 1984

J a c k  C h e n o w e t h

O m b u d s m a n
S t a t e  o f  A l a s k a
P o u c h  W O  (Mail St op: 3000)
J u n e a u ,  A K  99811

Re: D e p a r t m e n t  o f  L a b o r  W a g e  & H o u r s  v. L s H E n t e r p r i s e s

D e a r  Mr. C h e n o w e t h :

B r u c e  S i l v e r t h o r n ,  i n v e s t i g a t o r  fo r the W a g e  & H o u r  

A d m i n i s t r a t i o n ,  L a b o r  S t a n d a r d s  a n d  S a f e t y  D i v i s i o n  o f  the  
D e p a r t m e n t  o f  L a b o r  in A n c h o r a g e  h a s  i n i t i a t e d  a p r o c e e d i n g  w h i c h  

h a s  r e s u l t e d  in the A n c h o r a g e  S c h o o l  D i s t r i c t  w i t h h o l d i n g  the s u m  
o f  $ 1 7 , 6 3 9 . 5 4  f r o m  m y  c o m p a n y ,  L & H E n t e r p r i s e s ,  Inc., in 
c o n n e c t i o n  w i t h  w o r k  v e  a r e  p e r f o r m i n g  o n  the A n c h o r a g e  S e r v i c e -  
H a n s h e w  S p o r t s  C o m p l e x ,  P W A  1 1 8 3 - 0 2 5 .

B e c a u s e  o f  t h e  p r o c e s s  t h a t  Mr. S i l v e r t n o r n  is e m p l o y i n g ,  a n d  

s o m e  o f  t h e  r a t i o n a l e  he is p r o c e e d i n g  u n d e r ,  I h e r e b y  r e q u e s t  

t h a t  y o u  i n v e s t i g a t e  t h i s  m a t t e r .  On  or a o o u t  N o v e m b e r  18, 1982, 
L & H E n t e r p r i s e s ,  Inc., as g e n e r a l  c o n t r a c t o r ,  c o n t r a c t e d  w i t h  

the M u n i c i p a l i t y  o f  A n c h o r a g e  S c h o o l  D i s t r i c t  for the t u r n k e y  

c o n s t r u c t i o n  o f  the S e r v i c e - H a n s h e w  S p o r t s  C o m p l e x .  On M a y  24, 
1983, L & H s u b c o n t r a c t e d  w i t h  G r o u n d  Up C o n s t r u c t i o n  for c e r t a i n  

e x c a v a t i o n  w o r k ,  i n s t a l l a t i o n  o f  w a t e r  l i n e s ,  b a c k f i l l i n g ,  

c o m p a c t i n g ,  t e s t i n g  and  i n s p e c t i o n ,  for a t o ta l s u b c o n t r a c t  p r i c e  
o f  $ 1 4 , 5 5 0 .  T he  s u b c o n t r a c t  w a s  s i g n e d  by  D e n n i s  T h o m a s ,  

r e f l e c t i n g  t h a t  he w a s  " c o - o w n e r "  o f  G r o u n d  Up C o n s t r u c t i o n .

T h i s  s u b c o n t r a c t  w a s  s i g n e d  o n  J u n e  3, 1983.

In t h e  c o u r s e  o f  p e r f o r m a n c e  b y  G r o u n d  Up C o n s t r u c t i o n ,  G r o u n d  Up 

d a m a q e d  u n d e r g r o u n d  u t i l i t y  l i n e s  a n d  e x i s t i n g  c o n c r e t e  c u r b i n g ,  
i m p r o p e r l y  c o m p a c t e d  an d  f i l l e d  in t r e n c h e s ,  an d o t h e r w i s e  f a i l e d  
p r o p e r l y  to p e r f o r m  u n d e r  its s u b c o n t r a c t .  As a r e s u l t ,  L & H 

b a c k  c h a r g e d  G r o u n d  Up C o n s t r u c t i o n  t he  s u m  o f  $ 1 2 , 2 9 0 . 2 0  to 
c o r r e c t  a n d  c o m p l e t e  G r o u n d  U p ' s  w o r k .
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At  the t i m e  th at  Mr. S i l v e r t h o r n  b e q a n  i n v e s t i g a t i n g  the m a t t e r ,  
and n o t i f i e d  L & H of  h i s  i n v e s t i g a t i o n ,  d u e  to the s i z e  o f  the
b a c k  c h a r g e ,  and the f a c t  t h a t  L & H ha d r o t  ye t b e e n  p a i d  by the

m u n i c i p a l i t y  for a p o r t i o n  o f  the w o r k  c o v e r e d  by t h e  G r o u n d  Up
s u b c o n t r a c t ,  L & H h a d  n o t  d i s b u r s e d  a n y  p a y m e n t  to G r o u n d  Up
u n d e r  t he  s u b c o n t r a c t .

In l a t e  N o v e m b e r ,  Mr. S i l v e r t h o r n  w a s  in t o u c h  w i t h  L & H to 
a d v i s e  t h a t  he wa s c o n d u c t i n g  an i n v e s t i g a t i o n  into a c l a i m  for 

u n p a i d  w a g e s  b e i n g  a s s e r t e d  by Mr. T h o m a s ,  G a r y  S t e r b a ,  the o t h e r  
o w n e r  of  G r o u n d  Up C o n s t r u c t i o n ,  Ed G r a k o w s k v  and A n d y  S t e r b a ,  a 
r e l a t i v e  o f  G a r y  S t e r b a .

A l t h o u g h  r e q u i r e d  b y  l a w  to p r o v i d e  t i m e l y  c e r t i f i e d  p a y r o l l s  

s w o r n  u n d e r  o a t h  in c o n n e c t i o n  w i t h  the p r o j e c t  in q u e s t i o n ,  

G r o u n d  Up C o n s t r u c t i o n  f a i l e d  to d o  so. H o w e v e r ,  at s o m e  p o i n t  
a b o u t  th e c o m m e n c e m e n t  o f  Mr. S i l v e r t h o r n 's i n v e s t i g a t i o n ,  G r o u n d  
Up d i d  s u b m i t  a b r e a k d o w n  i n d i c a t i n g  w h e n  e a c h  of the four m e n  in 

q u e s t i o n  w o r k e d  on the p r o j e c t  in q u e s t i o n ,  the a m o u n t  t h e y  w e r e  
e n t i t l e d  to per h o u r  and the a m o u n t  o f  h o u r s  t h e y  pu t in, 
i n c l u d i n g  o v e r t i m e .

Mr. S i l v e r t h o r n  s e n t  t h i s  d o c u m e n t  to L ^ E n t e r p r i s e s ,  m i  
r e q u e s t e d  th at  we e v a l u a t e  it. O u r  s u p e r i n t e n d e n t  o n  the 

p r o j e c t ,  J u n i o r  R u s s e l l ,  d i d  c o m p a r e  th? " p a y r o l l "  d o c u m e n t s  
s u b m i t t e d  b y  G r o u n d  Up, a n d  p r o v i d e d  an a f f i d a v i t  d a t e d  
D e c e m b e r  16, 1983, a c o p y  o f  w h i c h  w a s  s e n t  to Mr. S i l v e r t n o r n .

In t h e  a f f i d a v i t ,  Mr. R u s s e l l  p o i n t s  o u t  t h a t  t h e r e  w e r e  m a n y  

g l a r i n g  e r r o r s  in the jo b  log  and t i me  s h e e t s  s u b m i t t e d  to the 

d e p a r t m e n t  b y G r o u n d  Up. For e x a m p l e ,  t h o s e  r e c o r d s  c l a i m e d  

e i g h t  d a y s  o f  e m p l o y m e n t  for a t r u c k  d r i v e r ,  w h e n  in f a c t  a t r u c k  
w a s  o n l y  u s e d  o n  a m a x i m u m  o f  fou r d i f f e r e n t  d a y s ,  for n o t  m o r e  
t h a n  o n e - h a l f  d a y  e a c h ,  for a t o t a l  o f  tw o full d a y s .
F u r t h e r m o r e ,  th e t i m e  s h e e t s  t u r n e d  in by G r o u n d  Up in no w a y  
m a t c h e d  L & H ' s  jo b log.

Mr. R u s s e l l  a l s o  p o i n t e d  o u t  t h a t  G r o u n d  U p  e n t e r e d  a s e p a r a t e
c o n t r a c t  w i t h  the s c h o o L  d i s t r i c t  to p e r f o r m  s o m e  r e p a i r s  to a 
b r o k e n  p i pe , w h i c h  w a s  n o t  p a r t  o f  the s u b c o n t r a c t  w i t h  L & H, 

a n d  w h i c h  m i g h t  have  a c c o u n t e d  for a p o r t i o n  o f  the t i m e  c l a i m e d  
b y  G r o u n d  U p  e m p l o y e e s  in c o n n e c t i o n  w i t h  the Service-liarishew 
p r o j e c t .  O f  c o u r s e ,  t h a t  w a s  not  t h e  r e s p o n s i b i l i t y  of L & »i.

F i n a l l y ,  h e p o i n t e d  o u t  t h a t  A n d y  S t e r b a  w a s  n e v e r  o n  the job,
n o t w i t h s t a n d i n g  the i n d i c a t i o n  o f  tho t i m e  s h e e t s  p r o v i d e d  by
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G r o u n d  rJp. F u t h e r m o r e ,  he p o i n t e d  o u t  t h a t  Ed G r a k o w s k y  an d G a r y  
S t e r b a  b o t h  w e r e  l i s t e d  as o p e r a t o r s  o f  e q u i p m e n t  o n  th e s a m e  

d a y ,  a n d  w e r e  c l a i m i n q  e i g h t  h o u r s  a p i e c e ,  o r  a c o m b i n a t i o n  of 
16 h o u r s  a s o p e r a t o r s  o n  th e  s a m e  p i e c e  o f  e q u i p m e n t  on  th e same  
d a y .  T h e y  o n l y  haa  o n e  b a c k h o e ,  a n d  b e t w e e n  them, d u r i n g  a 

s t r a i g h t  t i m e  d a y ,  c o u l d  n o t  h a v e  g o t t e n  in m o r e  t h a n  an 
a g g r e g a t e  o f  e i g h t  h o u r s .

T h e s e  a nd o t h e r  s u b s t a n t i a l  d i s c r e p a n c i e s  w e r e  p r o m p t l y  m a d e  
k n o w n  to Mr. S i l v e r t h o r n .

N e v e r t h e l e s s ,  b a s e d  u p o n  the t i m e  s h e e t s  s u b m i t t e d  by G r o u n d  Up 
C o n s t r u c t i o n ,  o n  D e c e m b e r  22, 1983, J e a n e  M o r g a n ,  Mr.
S i l v e r t h o r n ' s  s u p e r v i s i n g  i n v e s t i g a t o r ,  s e n t  a le t t e r  to the 

s c h o o l  d i s t r i c t  i n s t r u c t i n g  the s c h o o l  d i s t r i c t ,  p u r s u a n t  to 
A.S . 3 6 . 0 5 .  070(c ) to w i t h h o l d  $ 1 3 , 1 2 9  f r o m  L & H E n t e r p r i s e s ’ 
c o n t r a c t .  T h e r e a f t e r ,  in F e b r u a r y  1984, Mr. S i l v e r t h o r n  r e c e i v e d  

a n e w  " c e r t i f i e d  p a y r o l l "  p r o v i d e d  by G a r y  S t e r b a  of  G r o u n d  Up 
C o n s t r u c t i o n .  Mr. S t e r b a  a p p a r e n t l y  i n f o r m e d  h i m  t h a t  the f i r s t  

r e p o r t  w a s  e r r o n e o u s ,  b u t  the s e c o n d  r e p o r t ,  a f t e r  c o n s i d e r i n g  

Mr. R u s s e l l ' s  a f f i d a v i t ,  w a s  m o r e  a c c u r a t e .  A c o p y  o f  th at  w a s  
s e n t  to L & H E n t e r p r i s e s .  T h a t  s o - c a l l e d  " c e r t i f i e d  p a y r o l l "  

w a s  n o t  c e r t i f i e d ,  w a s  no t p r e s e n t e d  u n d e r  o a t h ,  nor w a s  it 

s i g n e d  by Mr. S t e r b a  or  a n y o n e  e l se . It r a d i c a l l y  d e p a r t e d  from 
the e a r l i e r  " c e r t i f i e d  p a y r o l l "  t h a t  G r o u n d  Up had s u b m i t t e d  to 

th e D e p a r t m e n t  o f  L a b o r ,  a n d  as a r e s u l t  o f  it, Ms. M o r g a n  s e n t  a 

n e w  l e t t e r  to the s c h o o l  d i s t r i c t  o n  J a n u a r y  31, 1984 i n s t r u c t i n g  
th e s c h o o l  d i s t r i c t  to w i t h h o l d  an e v e n  l a r g e r  sum, $ 1 7 , 6 3 9 . 5 4 ,  

f r o m  L  & H ' s  c o n t r a c t .

M y  a t t o r n e y ,  S t e p h e n  S. D e L i s i o ,  o n  F e b r u a r y  21, 1984, s p o k e  w i t h  

Mr. S i l v e r t h o r n  a b o u t  t h e  d o c u m e n t  we h a d  n o w  b e e n  p r o v i d e d  as 

t h e  l a t e s t  " c e r t i f i e d  p a y r o l l "  of G r o u n d  Up  C o n s t r u c t i o n .  Mr. 
S i l v e r t h o r n  a d v i s e d  Mr. D e L i s i o  t h a t  it w a s  n e i t h e r  s i g n e d  n o r  

s w o r n  to b y  Mr. S t e r b a  o r  a n y o n e  e l s e ,  s i n c e ,  b y  s i g n i n g  it, t h e y  

w o u l d  be  r e p r e s e n t i n g  t h a t  th e w a g e s  had  b e e n  p a id , w h e n  th e 
w a g e s  h a d  n o t  b e e n  p ai d.  A p p a r e n t l y  no w a g e s  w h a t e v e r  w e r e  p a i d  
to a n y  o f  th e four  m e n  in q u e s t i o n ,  i n c l u d i n g  the t wo o w n e r s ,

G a r y  S t e r b a  an d D e n n i s  T h o m a s .  Mr. D e L i s i o  t h e n  r e q u e s t e d  Mr. 
S i l v e r t h o r n  to o b t a i n  an a f f i d a v i t  f r o m  s o m e o n e  at G r o u n d  Up 
C o n s t r u c t i o n  to the e f f e c t  t h a t  the i n f o r m a t i o n  c o n t a i n e d  in the 

m o s t  r e c e n t  d o c u m e n t s  s u b m i t t e d  by G r o u n d  Up wa s a c c u r a t e .  Mr. 
S i l v e r t h o r n  i n d i c a t e d  t h a t  he s h o u l d  be a b l e  e a s i l y  to d o  so.
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H o w e v e r ,  a m o n t h  e l a p s e d  a f t e r  t h a t  c o n v e r s a t i o n ,  b e f o r e  we w e r e  
p r o v i d e d  s u c h  a f f i d a v i t  o r  f u r t h e r  d o c u m e n t a t i o n  fr om  Mr. 

S i l v e r t h o r n  or a n y o n e  e l s e .  It f i n a l l y  a r r i v e d  Mart.h 22, 1984, 
an d a c o p y  is e n c l o s e d .

Mr. S i l v e r t h o r n  a s k e d  L & H to m a k e  an a n a l y s i s  o f  the s e c o n d  

p a y r o l l  d o c u m e n t  f r o m  G r o u n d  Up, b u t  we a d v i s e d  hi m  t h a t  J u n i o r  
R u s s e l l ,  t he  s u p e r i n t e n d e n t  w h o  w o u l d  h a v e  to d o  the a n a l y s i s ,  

w a s  t r a v e l i n g  in the L o w e r  48 S t a t e s ,  a n d  w a s  n o t  e x p e c t e d  b a c k  

u n t i l  a p p r o x i m a t e l y  Ma y.  We d o  n o t  h a v e  c o n t a c t  w i t h  Mr. R u s s e l l  
d u r i n g  t he  w i n t e r  m o n t h s ,  w h e n  he is o f f  d u t y ,  and, a l t h o u g h  we  

h a v e  m a d e  a t t e m p t s  to l o c a t e  him , we h a v e  n o t  y e t  d o n e  so. 
A c c o r d i n g l y  we h a v e  n o t  b e e n  a b l e  to f u r t h e r  a n a l y z e  G r o u n d  U p ' s  
m o s t  r e c e n t  r e c o n s t r u c t i o n  o f  the t i m e  i ts  p e r s o n n e l  a l l e g e d l y  
w o r k e d  o n  t he  p r o j e c t  e x c e p t  as p r e v i o u s l y  d o n e  by J u n i o r  

R u s s e l l .  Of c o u r s e ,  Mr. R u s s e l l ' s  c r i t i q u e  w a s  then i n t o  a c c o u n t  
by G r o u n d  Up in r e w o r k i n g  i t s  a n a l y s i s .

A l t h o u g h  t h e  r e g u l a t i o n s  u n d e r  w h i c h  Mr. S i l v e r t h o r n  is o p e r a t i n g  
e n t i t l e  L & H E n t e r p r i s e s  to a full h e a r i n g ,  an d an o p p o r t u n i t y  
to e x a m i n e  the e v i d e n c e  s u p p o r t i n g  the W a g e  & H o u r ' s  i n s t r u c t i o n s  

to t h e  s c h c o l  d i s t r i c t  to w i t h h o l d  f u n d s  f r o m  L & H, and a l t h o u g h  
L & H h a s  r e q u e s t e d  an o p p o r t u n i t y  f or  s u c h  a h e a r i n g ,  n o n e  has 

ye t  b e e n  m a d e  a v a i l a b l e ,  a l t h o u g h  th e  m a t t e r  h a s  b e e n  u n d e r  

i n v e s t i g a t i o n  n ow  for m o r e  t h an  four m o n t h s ,  a nd a s u b s t a n t i a l  
s u m  o f  m o n e y  ha s b e e n  w i t h h e l d  f r o m  L & H b y  the s c h o o l  d i s t r i c t  

for m o r e  t h a n  t h re e m o n t h s .

F u r t h e r m o r e ,  a n d  e v e n  m o r e  i n c r e d i b l y ,  Mr. S i l v e r t h o r n  t a k e s  t h e  

p o s i t i o n  t h a t  the two o w n e r s  o f  th e  c o m p a n y ,  G a r y  S t e r b a  a nd  

D e n n i s  T h o m a s ,  a r e  e n t i t l e d  to b e  p a i d  t h e i r  w a g e s  by L & H 
E n t e r p r i s e s ,  d u e  to the f a i l u r e  o f  G r o u n d  Up C o n s t r u c t i o n  to d o  

so, j u s t  a s  a n y  o f  the e m p l o y e e s  o f  t h a t  c o m p a n y  m i g h t  b e  

e n t i t l e d  u n d e r  the  law. O f  t h e  $ 1 7 , 6 3 9 . 5 4  b e i n g  w i t h h e l d  f r o m  

L & H E n t e r p r i s e s  by the  s c h o o l  d i s t r i c t ,  o n  i n s t r u c t i o n s  o f  the 

D e p a r t m e n t  o f  Labor, $ 1 0 , 6 1 8 . 1 6  is w i t h h e l d  o n  b e h a l f  o f  G a r y  
S t e r b a  a n d  D e n n i s  T h o m a s .

U n d e r  t h i s  a r r a n g e m e n t ,  a l t h o u g h  Mr. T h o m a s  a n d  Mr. S t e r b a ,  as 

o w n e r s  o f  t h e  G r o u n d  Up C o n s t r u c t i o n  C o m p a n y  p r o p r i e t o r s h i p ,  
b r e a c h e d  t h e i r  c o n t r a c t  w i t h  L & H E n t e r p r i s e s ,  e n t i t l i n g  L & H 

to b a c k  c h a r g e  a l m o s t  t he  f u l l  a m o u n t  o f  t h e  c o n t r a c t  p r i c e  

o r i g i n a l l y  n e g o t i a t e d  b e t w e e n  the p a r t i e s ,  t h e s e  m e n  wil l be a b l e  
to t a k e  a s u m  o f  m o n e y  r e p r e s e n t i n g  a l m o s t  t h r e e - q u a r t e r s  o f
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t h e i r  c o n t r a c t  p r i c e  in th e f o r m  o f  w a g e  c l a i m s  f r o m  L & H 

E n t e r p r i s e s ,  if Mr. S i l v e r t h o r n  ha s  h i s  way.  T h i s  n o t w i t h­

s t a n d i n g  G r o u n d  U p ' s  b r e a c h  o f  c o n t r a c t  a n d  the  b a c k  c h a r g e  t h a t  
a l m o s t  e q u a l s  th e full a m o u n t  o f  the c o n t r a c t  p r i c e ,  d u e  to t h a t  

b r e a c h .  Mr.  S i l v e r t h o r n  is o p e r a t i n g  on  the p r e m i s e  that h i s  
D i v i s i o n ' s  f u n c t i o n  is to r e c o v e r  w a g e s  fo r o w n e r s  o f  
s u b c o n t r a c t o r s  w h o  perforin w o r k  o n  the j o b  t h e m s e l v e s ,  n o t w i t h ­

s t a n d i n g  t h e i r  f a i l u r e  to p e r f o r m  th e p r o j e c t  c o r r e c t l y ,  t i m e l y  
o r  e c o n o m i c a l l y .

He a l s o  m a k e s  the r a t h e r  u n u s u a l  a r g u m e n t  that , b e c a u s e  D e n n i s  
T h o m a s  n o w  c l a i m s  he w a s  n o t  an o w n e r  o f G r o u n d  Up C o n s t r u c t i o n  
f o r  the p u r p o s e  o f  th is  p r o j e c t ,  T h o m a s  s h o u l d  no t  be t r e a t e d  as 

a s  o w n e r ,  in a n y  e v e n t ,  b u t  j u s t  as a n o t h e r  e m p l o y e e .  T h i s  
n o t w i t h s t a n d i n g  the fact  t h a t  he h a s  v e r i f i e d  tha t Mr. T h o m a s  

s i g n e d  t h e  s u b c o n t r a c t  in q u e s t i o n  an d  i d e n t i f i e d  h i m s e l f  on  t h a t  

c o n t r a c t ,  w h e n  he s i g n e d  it, as w e l l  as o t h e r w i s e  d u r i n g  the 
c o u r s e  o f  t he  p r o j e c t  to L & H E n t e r p r i s e s  p e r s o n n e l ,  as a 
c o - o w n e r  o f  G r o u n d  Up C o n s t r u c t i o n .

I am d e e p l y  a l a r m e d  at t h e  r a t h e r  b i z a r r e  d i r e c t i o n  that t h i s  
w a g e  c l a i m  i n v e s t i g a t i o n  h a s  t a k e n  b y  Mr. S i l v e r t h o r n  and tne 

D e p a r t m e n t  o f  La bor. I d o  n ot  feel t h a t  L n H ha s b e e n  d e a l t  
w i t h  f a i r l y  o r  r e a s o n a b l y  in th e m a t t e r .  Mr. S i l v e r t h o r n  h a s  
c o m p e l l e d  t h e  s c h o o l  d i s t r i c t  to w i t h h o l d  v e r y  s u b s t a n t i a l  s u m s  

o f  m o n e y  f r o m  my  c o m p a n y ,  b a s e d  u p o n  i n f o r m a t i o n  w h i c h  w a s  
s u s p e c t  to s a y  the l e a s t  in the f i r s t  i n s t a n c e  and has b e e n  e v e n

m o r e  s u s p e c t  w h e n  the f i r s t  p r e s e n t a t i o n  w a s  so s u b s t a n t i a l l y  

i m p e a c h e d  b y  Mr. R u s s e l l ' s  a n a l y s i s ,  t h a t  a s e c o n d  p r e s e n t a t i o n  
h a d  to b e  m a d e  by G r o u n d  U p.  U n t i l  M a r c h  20, 1984, n o n e  o f  t h e s e

d o c u m e n t s  f r o m  G r o u n d  Up h a v e  e v e r  b e e n  s i g n e d  o r  s u b m i t t e d  u n d e r

o a t h ,  s o  t h a t  t h e r e  c o u l d  be r e c o u r s e  a g a i n s t  the p e r s o n s  
r e s p o n s i b l e  for p r e p a r i n g  t h e m  if o n e  c o u l d  e v e n t u a l l y  p r o v e  t h a t  
the  d o c u m e n t s  w e r e  false, a n d  t h a t  the a u t h o r s  w e r e  

m i s r e p r e s e n t i n g  t he  facts. N o n e t h e l e s s ,  Mr. S i l v e r t h o r n  h a s  

p r o c e e d e d  o n  t h i s  d o c u m e n t a t i o n  as if th e i n f o r m a t i o n  wa s  H o l y  
W r i t .

F u r t h e r m o r e , .  Mr. Si Ivor t h o r n ' s a t t e m p t  to c o l l e c t  w a g e s  for 
o w n e r s  o f  th e c o m p a n y  is g r o s s l y  i n a p p r o p r i a t e .  O u r  a t t o r n e y  h a s  

u r g e d  h i m  to c o n s u l t  w i t h  th e A t t o r n e y  G e n e r a l ' s  o f f i c e  in this  
r e g a r d ,  a n d  a l t h o u g h  he s a y s  he has, he h a s  n e v e r  s h o w n  a n y t h i n g  
to o u r  a t t o r n e y  t h a t  w o u l d  i n d i c a t e  t h a t  s u c h  a c o n s u l t a t i o n  h a s  

b e e n  h a d  o r  t h a t  th e D e p a r t m e n t  o f  Law  w a s  f u l l y  a p p r i s e d  o f  th e



J a c k  C h e n o w e t h  
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i s s u e s  in q u e s t i o n .  If t h e  D e p a r t m e n t  o f  L a b o r  is g o i n g  to 
p u r s u e  a p o l i c y  to p a y  w a g e s  to o w n e r s  o f  s u b c o n t r a c t o r s  wh o  
f a i l e d  to f u l f i l l  t h e i r  c o n t r a c t  o b l i g a t i o n s  o n  p u b l i c  p r o j e c t s ,  

th e  w h o l e  u n d e r p i n n i n g  o f  the f r e e  e n t e r p r i s e  s y s t e m  in A l a s k a  
w i l l  be j e o p a r d i z e d ,  p a r t i c u l a r l y  as t h e y  r e g a r d  p u b l i c  w o r k s .

H o w  c a n  a n y  r e s p o n s i b l e  c o n t r a c t o r  a f f o r d  to i n v o l v e  h i m s e l f  w i t h  

a p u b l i c  c o n t r a c t  in A l a s k a ,  g o v e r n e d  by t h e s e  A l a s k a  s t a t u t e s ,
w h e r e  h e  m a y  b e  c o m p e l l e d  to p a y  t h e  b u l k  if n o t  all o f  the

c o n t r a c t  p r i c e  to a d e f a u l t i n g  s u b c o n t r a c t o r  t h r o u g h  t h a t  

s u b c o n t r a c t o r ' s  p e r s o n a l  w a g e  c l a i m s ?

As I u n d e r s t a n d  the law t h a t  Mr. S i l v e r t h o r n  is a t t e m p t i n g  to 
e n f o r c e ,  it is a i m e d  at s e e i n g  to it t h a t  w a g e s  o f  h i r e d  
e m p l o y e e s  o n  p u b l i c  w o r k s '  p r o j e c t s  a r e  p a i d  by s o m e o n e  - if no t 

b y  t h e  e m p l o y e r ,  t h e n b y  o n e  o f  th e u p p e r  t i e r  c o n t r a c t o r s  f r o m  
th e p u b l i c  f u n d s  o n  the p r o j e c t .  H o w e v e r ,  Mr. S i l v e r t h o r n  
a t t e m p t s  to c a r r y  the  m a t t e r  o n e  s t e p  f u r t h e r  and w i t h h o l d  f u n d s  
f r o m  us o f  w h i c h  a p p r o x i m a t e l y  t w o - t h i r d  a r e  for the b e n e f i t  o f
t h e  o w n e r s  o f  th e d e f a u l t i n g  c o n t r a c t o r .

F u r t h e r m o r e ,  a l t h o u g h  o u r  a t t o r n e y  h a s  i n q u i r e d  o f Mr.

S i l v e r t h o r n  r e g a r d i n g  h i s  i n t e n t  to p r o s e c u t e  G r o u n d  Up for its 
o b v i o u s  v i o l a t i o n s  o f  the l a w  r e q u i r i n g  it to f i l e  c e r t i f i e s  
p a y r o l l s  o n  a t i m e l y  b a s i s  an d  to p a y  its e m p l o y e e s  as r e q u i r e d  

b y  law,  Mr. S i l v e r t h o r n  ha s  i n d i c a t e d  t h a t  his  o n l y  p u r p o s e  in 
th e i n v e s t i g a t i o n  is to e x t r a c t  f u n d s  w i t h  w h i c h  to p a y  the f)ur 
m e n  i n v o l v e d ,  i n c l u d i n g  the two o w n e r s .  T h i s  s e e m s  to m e  a 

s e v e r e  l a p s e  o n  the p a r t  o f  the D e p a r t m e n t  of L a b o r  in p u r s u i n g  
a n d  p r o s e c u t i n g  o b v i o u s  w r o n g d o e r s  u n d e r  the law. E s s e n t i a l l y  
w h a t  th e  d e p a r t m e n t  is a t t e m p t i n g  to d o  is to s h i f t  to L & 11 

E n t e r p r i s e s ,  Inc., a b l a m e l e s s  g e n e r a l  c o n t r a c t o r ,  the f i n a n c i a l  
b u r d e n  o f  a d e f a u l t i n g  s u b c o n t r a c t o r  for p a y m e n t  n o t  o n l y  o f  

w a g e s ,  bu t  a l s o  l os s p r o f i t s ,  et c.

I w o u l d  v e r y  m u c h  a p p r e c i a t e  it if you w o u l d  l o o k  i n t o  t h e  

m a t t e r ,  a n d  a d v i s e  me  o f  y o u r  c o n c l u s i o n s .  I a m  e n c l o s i n g  

h e r e w i t h  c o p i e s  o f  d o c u m e n t s  t h a t  m a y  b e  o f  h e l p  to y o u  in y o u r  
i n v e s t i g a t i o n ,  i n c l u d i n g  the two s e t s  o f  t i m e  r e c o r d s  r e c e i v e d  

f r o m  G r o u n d  Up C o n s t r u c t i o n  by  th e  D e p a r t m e n t  o f  L a b o r ,  a c o p y  o f  

J u n i o r  R u s s e l l ' s  a f f i d a v i t  r e g a r d i n g  the f i r s t  set, Ms. M o r g a n ' s  
l e t t e r s  to th e s c h o o l  d i s t r i c t  o f  D e c e m b e r  22, 19 83  and 

J a n u a r y  31, 1984, an d m y  a t t o r n e y ' s  l e t t e r s  to Mr. S i l v e r t h o r n  

d a t e d  D e c e m b e r  22, 1983, F e b r u a r y  6, 1984 and M a r c h  20, 1984.



J a c k  C h e n o w e t h
M a r c h  28, 1984
P a g e  Seven

A l s o  e n c l o s e d  is a c o p y  o f  Mr. S i l v e r t h o r n 1 s l e t t e r  to L & !J 
E n t e r p r i s e s  o f  J a n u a r y  31, 1984.

If we c a n  p r o v i d e  y o u  w i t h  a n y  f u r t h e r  i n f o r m a t i o n  in r e g a r d  to 
t h i s  m a t t e r ,  we w i l l  be h a p p y  to d o  so.

\ ? t z  V  \T  h * r*  I 1 1 * T r\

^  L & II E n t e r p r i s e s ,  Inc.



E n t e r p r i s e s  In c .

J u l y  2 2 , 1983

G r o u n d  U p  C o n s t r u c t i o n  

7 8 2 1  S a n d y  P l a c e  

A n c h o r a g e ,  AK. 9 9 5 0 7

G e n t l e m e n ,

T h i s  l e t t e r  is t o  i n f o r m  y o u  t h a t  as o f  t h i s  d a t e ,  L  & H  E n t e r ­

p r i s e s  h a s  n o t  r e c e i v e d  a  c o p y  o f  y o u r  c e r t i f i e d  p a y r o l l  r e c o r d s  
f o r  t h e  S e r v i c e  H a n s h e w  S p o r t s  C o m p l e x  p r o j e c t .

F u r t h e r m o r e ,  o u r  a c c o u n t i n g  o f f i c e  h a s  c h e c k e d  w i t h  t h e  A l a s k a  

D e p a r t m e n t  o f  L a b o r  a n d  t h e y  too, h a v e  n o t  r e c e i v e d  t h e  r e q u i r e d  
r e p o r t s .

U n l e s s  t h i s  i n f o r m a t i o n  is f o r w a r d e d  i n  i t s  e n t i r e t y  to L  i H 

E n t e r p r i s e s '  a c c o u n t i n g  d e p a r t m e n t  b y  t h e  c o m p l e t i o n  o f  y o u r  s c o p e  

o f  t h i s  p r o j e c t ,  w e  w i l l  b e  f o r c e d  to w i t h h o l d  a l l  p a y m e n t s  for 

t h i s  w o r k ,  p e n d i n g  t o  a u d i t  b y  t h e  D e p a r t m e n t  o f  L a b o r .

Y o u  i m m e d i a t e  c o o p e r a t i o n  o n  t h i s  m a t t e r  is n e c e s s a r y .

S i n c e r e l y ,

L St H ENTERPRISES. INC.

R o b e r t  E. K i r k m a n  

P r o j e c t  M a n a g e r

cc: L e n  H a n n a m a n

J i m  S t o n e b r a k e r  

J R  R u s s e l l  

C a r o l  S k i n n e r  

J u d y  Z u n d e l

R E K / y s

General Contractor*-,'Ormicjn Ruild Services
P.O. Bo x 111593/Anchor.nge, Alaska 99511/Phone: (907) 349-2559
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E n t e r p r is e s  in c .

N o v e m b e r  18, 1983

G r o u n d  U p  C o n s t r u c t i o n  ,

707 N B u n n
A n c h o r a g e ,  A K  9 9 5 0 8  

G e n t l e m e n :

I n  r e s p o n s e  to y o u r  r e c e n t  p h o n e  c a l l s ,  w e  at L  & H  E n t e r p r i s e s  
h a v e  e n c l o s e d  a s u m m a r y  o f  a l l  b a c k c h a r g e s  a g a i n s t  y o u r  c o m p a n y  
h e r e i n .

S i n c e  o u r  l a s t  m e e t i n g ,  t h e r e  h a s  b e e n  a s i g n i f i c a n t  i n c r e a s e  

in  the  c h a r g e s  d u e  to c o r r e c t i v e  m e a s u r e s  t a k e n ,  to r e p a i r  the 

p r o b l e m s  c r e a t e d  b y  y o u r  o r i g i n a l  w o r k .

Y o u r  p e r f o r m a n c e  o n  t h i s  j o b  w a s  e n t i r e l y  i n a d e q u a t e ,  a n d  c a u s e d  

ua t i m e  a n d  m o n e t a r y  l o s s e s  f a r  in e x c e s s  ot t h a t  d o c u m e n t e d  

h e r e i n .  F u r t h e r m o r e  t h e  l e g a l  j e a p o r c y  t h a t  y o u  p l a c e d  L * H 

E n t e r p r i s e s  in w i t h  y o u r  n o n  - O S H A  a p p r o v e d  t r e n c h i n g  p r a c t i c e s  

is u n e x c u s a b l e .

In a d d i t i o n  w e  a t  L  & H  E n t e r p r i s e s  h a v e  h a d  a l i e n  p l a c e d  o n  

y o u r  c o n t r a c t  b y  T o p e  E q u i p m e n t  for a s u m  o f  $ 2 2 , 4 2 3 . 8 4  
a n d  a n y  l e f t  o v e r  f u n d s  f r o m  y o u r  c o n t r a c t  w i t h  us m u s t  be 
t u r n e d  o v e r  to T o p e  E q u i p m e n t  i m m e d i a t e l y .  P l e a s e  n o t e  c o p y  
o f  l i e n  e n c l o s e d .

F u r t h e r m o r e ,  o u r  b o o k k e e p e r ,  J u d y  Z u n d e l ,  h a s  h a d  a c o n v e r s a t i o n  
w i t h  the A l a s k a  D e p a r t m e n t  o f  l a b o r  r e g a r d i n g  y o u r  c l a i m  a g a i n s t  

L  & H  E n t e r p r i s e s ,  Inc. f o r  e m p l o y e e  w a g e s .  S h e  w a s  t o l d  t h a t  

y o u r  c l a i m  w a s  i n v a l i d  s i n c e  th e c l a i m a n t s  w e r e  b o t h  c o - o w n e r s  

o f  G r o u n d  Up C o n s t r u c t i o n .  T h a t  i n c l u d e s  Mr. D e n n y  T h o m a s  w h o  
r e p r e s e n t e d  h i m s e l f  as a c o - o w n e r  at the ti me  he s i g n e d  the 
c o n t r a c t .

In s u m m a t i o n  [ w i l l  c o m m e n t  t h a t  in m y  e n t i r e  c o n s t r u c t i o n  c a r e e r  
I h a v e  n e v e r  h a d  a s u b c o n t r a c t o r  p e r f o r m  as b a d l y ,  a n d  w i t h  as 

l i t t l e  c o n c e r n  f o r  t he  o v e r a l l  p r o j e c t  as y o u r  f i r m  so did.

General Contractors/Desiqn BuilcJ Services 
*P.O. B o x  111593/Anchorage, Alaska 99511/Phone: (907) 349-2559

autiiorized bulkier atlantic



s e t t e r  to Ground', C o n s t r u c t i o n  
N o v e m b e r  18, 1 9 8 3  
P a g e  two

P l e a s e  d i r e c t  a n y  f u t u r e  c o m m u n i c a t i o n  i n  th e f o r m  o f  t y p e ­
w r i t t e n  l e t t e r  to th e a t t e n t i o n  o f  Mr .  L e n  H a n n a m a n .

S i n c e r e l y ,

L  & H  E N T E R P R I S E S ,  .INC.

R o b e r t  E. K i r k m a n  

P r o j e c t  M a n a g e r

E n c l o s u r e  

R E K / y s

r

•>
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Enterpr ises  Omc.

N o v e m b e r  15, 1 9 8 3  

S E R V I C E  H A N S H E W  S P O R T S  C O M P L E X  P R O J E C T

8 / 2 9

7/1 5

7 / 1 8

6 / 3 0

7 /0 7

7/ 07

6 / 3 0

6 / 2 8

8 / 2 7

6 / 1 4

9 / 1 9

9/ 30

9 / 0 7

8 / 2 6

7/2 1

7 /2 2

7/20

7 / 1 9

8 / 2 7

6 / 3 0

8 / 2 9

B A C K C H A R G E S  - G r o u n d  Up C o n s t r u c t i o n

A l a g c o 9 7 1 1 3 $ 2 1 5 . 5 1

K e n a i  S u p p l y 2 3 3 0 6 4 1 4 8 . 6 0
- J R  R u s s e l l 9 7 8 1  ‘ (8 2 . 3 4

C e n t r a l  P l u m b i n g 1 3 7 7 1 0 3 . 7 5

C e n t r a l  P l u m b i n g 1 366 1 0 0 . 0 0

C e n t r a l  P l u m b i n g 4 4 1 4 4 1 , 8 9 5 . 1 0

C e n t r a l  P l u m b i n g 1 5 0 1 4 8 1 , 2 4 5 . 0 5

K e n a i  S u p p l y 2 3 3 0 5 6 3 2 9 . 8 6

K e n a i  S u p p i y 2 3 2 8 1 2 9 2 . 8 4

A l a g c o 9 7 0 9 4 4 0 4 . 6 4

C e n t r a l  P l u m b i n g 4 3 6 1 4 1 6 4 . 0 5

S u m m i t  P a v i n g 518 1 , 2 8 8 . 0 0

S h e l t o n  Electrric 1 1 4 8 3 , 3 3 6 . 5 0

S t e p h a n s  T o o l  R e n t a l 6 5 3 0 1 3 0 . 0 0

A l a g c o 9 7 0 7 9 6 5 . 5 7

T o t a l I n v o i c e  C h a r g e s $ 9 , 3 3 7 . 1 3

L A B O R

M a n  H o u r s :

C h r i s t i a n s o n 2

C h r i s t i a n s o n 2

C h r i s t i a n s o n 2

C h r i s t i a n s o n 2

C h r i s t i a n s o n 6]i ( O v e r t i m e )

B r o w n 1

R e m s e n 5

General Contractors/Design Build Services 

P.O. Box 111593/Anchorage, A laska 99511/Phone: (907) 349-2559
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B a c k c h a r g e s  to GroV .d Up  C o n s t r u c t i o n  
N o v e m b e r  15, 1 9 8 3  
P a g e  two

8 / 3 1

8 / 2 9

8 / 3 1

8 / 3 0

R e m s e n

C h r i s t i a n s o n

C h r i s t i a n s o n

C h r i s t i a n s o n

2 %

5

4

_ 4

36 h o u r s  @ 

3 7 . 5 0 / h r  =

S u b t o t a l

15% O v e r h e a d

T o t a l  D u e

to L & H E n t e r p r i s e s

$ 1 , 3 5 0 . 0 0

1 0 , 6 8 7 : 1 3

1 , 6 0 3 . 0 7

$ 1 2 , 2 9 0 . 2 0



E n t e r p r i s e s  8n c .

N o v e m b e r  8, 1983

Mr . B r u c e  S i l v e r t h o r n  

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

D e p a r t m e n t  o f  L a b o r  

3 3 0 1  E a g l e

A n c h o r a g e ,  A K  9 9 5 0 3

Re: G r o u n d  U p  C o n s t r u c t i o n

S e r v i c e  H . i s h e w  S p o r t s  C o m p l e x

G e n t l e m e n :

A t t a c h e d  y o u  w i l l  f i n d  a c o p y  o f  o u r  s u b c o n t r a c t  w i t h  G r o u n d - U p  

C o n s t r u c t i o n ,  w h e r e  y o u  w i l l  see t h a t  D e n n y  T h o m a s  r e p r e s e n t e d  
h i m s e l f  to us a C o - o w n e r  o f  h i s  c o m p a n y .

S e c o n d l y ,  I h a v e  e n c l o s e d  a m e m o r a n d u m  f r o m  B o b  K i r k m a n ,  o u r  

p r o j e c t  m a n a g e r  f o r  the  j o b ,  s h o w i n g  s o m e  o f  the p r o b l e m s  
w h i c h  w e r e  c a u s e d  b y  G r o u n d - U p  C o n s t r u c t i o n .

If y o u  n e e d  f u r t h e r  i n f o r m a t i o n ,  do n e t  h e s i t a t e  to c o n t a c t  me.

S i n c e r e l

L  & H  E N T E R P R I S E S ,  I N C

Jr°

w  J i m  S t o n e b r a k e r  
G e n e r a l  M a n a g e r

E n c l o s u r e

J S / y s

General Contractors/Design Huild Services 
P.O. Box 111593/Anchorage. Alaska 99511/Phone: (907) 349-2559

Ulilbori/rd Innl/I^r



I N T E R  O F F I C E  M E M O

Date: S e p t e m b e r  30, 1983

To: J i m  S t o n e b r a k e r

From: B o b  K i r k m a n

Re: S e r v i c e  Hans'new S p o r t s  C o m p l e x  G r o u n d  Up C o n s t r u c t i o n

I advise t h a t  all p a y m e n t s  to G r o u n d  U p  C o n s t r u c t i o n  be w i t h h e l d  

p e n d i n g  b a c k - c h a r g e s  i n c u r r e d  in the f o l l o w i n g  areas:

1. D a m a g e  to u n d e r g r o u n d  u t i l i t y  l i n e s

2. D a m a g e  to e x i s t i n g  c o n c r e t e  c u r b i n g

3. I m p r o p e r  c o m p a c t i o n  a n d  n o n - s p e c  fill m a t e r i a l  in t r e n c he s

4. C h a r g e s  for p l u m b i n g  e q u i p m e n t  a n d  a c c e s s o r i e s  p u r c h a s e d

o n  L & H E n t e r p r i s e s  a c c o u n t

5. A d d i t i o n a l  s u p e r v i s i o n ,  l a b o r  a n d  m a n a a e n e n t  c h a r ge s

Th e  a b o v e m e n t i o n e d  items, a l o n g  w i t h  a n y  a d d i t i . n a l  bac k  charges, 

are c u r r e n t l y  b e i n g  i t e m i z e d  for an a c c u r a t e  a c c o u n ti n g .

In a ddition, s e r i o u s  c o n s i d e r a t i o n  s h o u l d  be trrven to the p r o j e c t  

d e l a y s  i n c u r r e d  t h r o u g h  G r o u n d  Up' s  m i s m a n a g e m e n t  of t h e i r  s cope 

of the work, and the r e s u l t i n g  d o l l a r  i m p a c t  s u f f e r e d  by L & H 

E n t e r p r i s e s  therein.

R o b e r t  E. K i r k m a n  

P r o j e c t  M a n a g e r
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E N T E R P R I S E S  INC.

S U B C O N T R A C T

T H I S  S U B C O N T R A C T ,  m a d e  a n d  e n t e r e d  i n t o  as o f  t h i s  24 

d a y  o f  May__________________________ , 19 83 , by a n d  b e t w e e n

L  & H  Enterprises, Inc.

w h o s e  m a i l  a d d r e s s  is

P.O. Box 111593 

Anchorage, A K  99511

h e r e i n a f t e r  c a l l e d  " C o n t r a c t o r " ,  a n d

Ground Up Construction

h e r e i n a f t e r  c a l l e d  " S u b c o n t r a c t o r ’’, w h o s e  m a i l  a d d r e s s  is

630 Western Drive 

Anchor age , A K  99501

W I T N E S S E T H

W H E R E A S ,  C o n t r a c t o r  e n t e r e d ,  o r  is a b o u t  to e n t e r  i n t o  a 
c o n t r a c t ,  N u m b e r e d  C-20397 ,
a n d  d a t e d  November 18, T 9 8 3 ____________, w i t h

Municipality of Anchorage

h e r e i n a f t e r  c a l l e d  " O w n e r " ,  f o r  t h e  p e r f o r m a n c e  o f  c e r t a i n  w o r k  

a c c o r d i n g  to the  t e r m s  a n d  c o n d i t i o n s  o f  s a i d  c o n t r a c t  a n d  t h e  

g e n e r a l  s p e c i f i c a t i o n s  a n d  s u p p l e m e n t s  to the s p e c i f i c a t i o n s ,  
a d d e n d a ,  g e n e r a l  a n d  s p e c i a l  p r o v i s i o n s  a n d  c o n d i t i o n s ,  p l a n s ,  

d r a w i n g s ,  b i d  s c h e d u l e ,  m a p s  a n d  o t h e r  d o c u m e n t s  m a d e  a p a r t  

t h e r e o f ,  a n d  a l l  c h a n g e  o r d e r s  o r  a m e n d m e n t s  t h e r e t o ,  a l l  o f  
w h i c h  a r e  h e r e i n  c o l l e c t i v e l y  r e f e r r e d  to as t h e  " G e n e r a l  
C o n t r a c t " ,  s a i d  w o r k  u n d e r  t h e  G e n e r a l  C o n t r a c t  b e i n g  g e n e r a l l y  
d e s c r i b e d  as f o l l o w s :

Turnkey construction of t lu Service Hanshaw Sports Complex.

G(!”-val Coniractoir.'Dor.ign PuilcJ Services 

P.O. box 1H 593 .'A nchn :a g r , A laska 99511/Phone: (907) 3-19-2559



a n d ,

W H E R E A S , t h e  p a r t i e s  a r e  d e s i r o u s  o f  e n t e r i n g  i n t o  a s u b c o n t r a c t  

w h e r e b y  S u b c o n t r a c t o r  s h a l l  u n d e r t a k e  t h e  p e r f o r m a n c e  o f  a p a r t  

of the w o r k  to b e  d o n e  u n d e r  t h e  G e . a r a l  C o n t r a c t ,  o n  t h e  t e r m s  
an d c o n d i t i o n s  h e r e i n  s t a t e d ;

HOW, T H E R E F O R E ,  t h e  p a r t i e s  h e r e t o ,  in c o n s i d e r a t i o n  o f  t h e  

m u t u a l  p r o m i s e s  a n d  c o n d i t i o n s  h e r e i n  c o n t a i n e d ,  d o  h e r e b y  a g r e e ,  

one w i t h  the o t h e r ,  a s  f o l l o w :

I___________ W O R K  T O  D E  P E R F O R M E D

Th e s u b c o n t r a c t o r  a g r e e s  t o  f u r n i s h  a l l  m a t e r i a l s ,  l a b o r ,  t o o l s ,  

e q u i p m e n t ,  s u p e r v i s i o n ,  s u p p l i e s ,  a n d  o t h e r  t h i n g s ,  u n l e s s  o t h e r w i s e  

p r o v i d e d  h e r e i n ,  n e c e s s a r y  o r  r e q u i r e d  to p e r f o r m ,  a n d  t o  p e r f o r m  

f u l l y  a n d  c o m p l e t e l y ,  a t  t h e  p r i c e  o r  p r i c e s  s e t  o u t  h e r e i n ,  a l l  

that p o r t i o n  o f  t h e  w o r k  r e q u i r e d  to b e  d o n e  b y  C o n t r a c t o r  u n d e r  

the G e n e r a l  C o n t r a c t  d e s c r i b e d  as f o l l o w s :

I t e m  E s t i m a t e d  U n i t

W o . _________ Q u a n t i t y _____________________I t e m  D > - - c r i p c i o n ______ P r i c e  T o t a l

1 As General Spec- Cut asphalt, remove from job

2 ifications and Excavate
3 prints for Ser- Install b" •..titer line

4 vice Hanshew Install A" -..-acer line

3 Sports Conplex Backfill

6 Compaction

7 All testing as required

8 All inspections as required $14,300.00

ft
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V,

It is u n d e r s t o o d  a n d  a g r e e d  I Siat q u a n t i t i e s  s h o w n  a b o v e  a r e  q u a n ­

t i t i e s  e s t i m a t e d  to b e  r e q u i r e d  u n d e r  t h e  G e n e r a l  C o n t r a c t  a n d  

t h a t  the a c t u a l  q u a n t i t i e s  s h a l l  b e  i n  s u c h  a m o u n t s  as m a y  e v e n t ­

u a l l y  b e  r e q u i r e d  a n d  d e t e r m i n e d  u n d e r  t h e  G e n e r a l  C o n t r a c t  o r  

u n d e r  the  G e n e r a l  C o n d i t i o n s  o f  t h i s  S u b c o n t r a c t .

II P A Y M E N T S

I n  c o n s i d e r a t i o n  o f  t h e  p r o m i s e s ,  c o v e n a n t s  a n d  a g r e e m e n t s  o f  

S u b c o n t r a c t o r  h e r e i n  c o n t a i n e d ,  a n d  t h e  f u l l ,  f a i t h f u l  a n d  p r o m p t  

p e r f o r m a n c e  o f  t h i s  S u b c o n t r a c t  b y  S u b c o n t r a c t o r ,  C o n t r a c t o r  • 

a g r e e s  to p a y  a n d  S u b c o n t r a c t o r  a g r e e s  to  r e c e i v e  a n d  a c c e p t  as 

f u l l  c o m p e n s a t i o n  f o r  d o i n g  a l l  w o r k  a n d  f u r n i s h i r 6 a l l  m a t e r i a l s , ,  

s u p p l i e s  a n d  e q u i p m e n t  c o n t e m p l a t e d  a n d  e m b r a c e d  h e r e i n  a n d  f o r  

w e l l  an d  f a i t h f u l l y  c o m p l e t i n g  t h e  w o r k  a f o r e s a i d  a n d  t h e  w h o l e  

t h e r e o f  i n  t h e  m a n n e r  a n d  a c c o r d i n g  t o  t h e  r e q u i r e m e n t s  o f  t h i s  

S u b c o n t r a c t ,  t h e  G e n e r a l  C o n t r a c t ,  t h e  O w n e r  a n d  t h e  C o n t r a c t o r ,  
the su m  o f  Fourteen thousand three hundred an d  no/100. f

( $14,300.00_______________  ) s u b j e c t  to a d d i t i o n s  a n d  d e d u c t i o n s ,  it

any, by r e a s o n  o f  v a r i a n c e  f r o m  e s t i m a t e d  q u a n t i t i e s ,  c h a n g e  

o r d e r s ,  d e l e t i o n s  o r  e x t r a  w o r k  o r d e r s  p e r t a i n i n g  to  t h e  

S u b c o n t r a c t  i t e m s .

III S P E C I A L  C O N D I T I O N S

T h e  S p e c i a l  C o n d i t i o n s ,  c o n s i s t i n g  o f  P a r a g r a p h s  t h r o u g h  

a t t a c h e d  h e r e t o  a r e  a p a r t  o f  t h i s  S u b c o n t r a c t  a n d  b y  t h i s  

a r e  i n c o r p o r a t e d  h e r e i n  a n d  m a d e  a p a r t  h e r e o f  as  f u l l y  as 

se t f o r t h  h e r e i n .

IV G E N E R A L  C O N D I T I O N S

T h e  G e n e r a l  C o n d i t i o n s ,  c o n s i s t i n g  o f  P a r a g r a p h s  1 t h r o u g h  27 , 

a t t a c h e d  h e r e t o  a r e  a p a r t  o f  t h i s  S u b c o n t r a c t  a n d  b y  t h i s  r e f e r e n c e  

a r e  i n c o r p o r a t e d  i n t h i s  S u b c o n t r a c t  a n d  m a d e  a p a r t  h e r e o f  a s  
f u l l y  as t h o u g h  s e t  f o r t h  h e r e i n .

 V_______ S U P P L E M E N T S

T h e  S u p p l e m e n t s ,  c o n s i s t i n g  o f  N u m b e r s __________ , a t t a c h e d  h e r e t o

ar e a p a r t  o f  t h i s  S u b c o n t r a c t  a n d  b y  t h i s  r e f e r e n c e  a r e  i n c o r p o r a t e d  
in this  S u b c o n t r a c t  a n d  m a d e  a p a r t  h e r e o f  a s  f u l l y  a s  t h o u g h  

se t  f o r t h  h e r e i n .

r e i e r e n c o

t h o u g h

IN W I T N E S S  W H E R E O F ,  t h e  p a r t i e s  h a v e  e x e c u t e d  t h i s  S u b c o n t r a c t  
the day a n d  y e a r  f i r s t  h e r e i n a b o v e  w r i t t e n .

S u b c o n t r a c t o r  _ / 3  C o n t r a c t o r

By JPj . w*j _  o u t '  ------------

T i l l e  CO - t-v>------------ 1 G v ___________
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L  a i: Enterprises, Inc. 

Gro’jnd Up Construction S u b c o n t r a c to r

, C o n t r a c t o r

d a t e d  May 24, 1983

Subcontractor scope of w o r k  includes:

Cut asphalt, ramove from job 

Excavate

Install 2" water line 

Install 4" sewer line 

All tasting as required 
Backfill 

Ccrrpacticn

All inspections as required

Subcontractors work excluded:

Vacating electrical and gas lines 
Hookup to existing water, main

i
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i i l j l r 3 î.W/k ; - ' v A '  •“ ,|.
■O U Ur U L j J  U O  U U J  u  

D E F *  S T K E r i T  O F  I A G 3 0 R

/

f l /LZ. S H E F F IE L D ,  G O V E R N O R

3301 E A G L E  S T R E E T

/vtt..I >v •'. If*-? .• " JJ

Anchorage School District 
Pouch 6-614 

Anchorage, A K  99502

Attention Lowell T. Freeman

Dear Mr. Freeman:

«.uwu.»^ —  niiununMUC

D E C  2 9  1983

SCHAIBLE, STALEY, 
DeLISIO AND COOK, INC.

RE: ASD-SERVICE HENSHEW SFORTS COMPLEX

As we explained to you in our phone conversation of December 21, we are currently 
investigating Ground Up Construction for alleged violations of Title 36 of the 

Alaska Statutes. Ground Up Construction is a subcontractor with L & H Enterprises 
on this public works project.

Ground Up Construction has failed to pay its employees on this project in accor­

dance with the law. As a part of our investigation we are attempting to determine 
the exact hours worked by these employees and the total wages due. Our best 
available information currently show three employees are owed a total of $13,129 

in wages for work performed on the Service Henshew Sports Complex. These wages are 
broken down as follows:

Ed Gutosky
112 hours s.t. 0 $23.84 per hour 
61 hours o.t. 0 $35.76 per hour 

173 hours fringe benefit 0 $5.45 
Total

Dennis Thomas
133 hours s.t. 0 $22.45 per hour
43.5 hours o.t. 0 $33,675 per hour

176.5 hours fringe benefit 0 $5.45 
Total

Andy Sterba
iours s.t. 0 $26.69 per hour 

Total wages due

AS 36.05.070(c) states, in part:

$2670.08
2181.36
942.85

$2985.85
1464.86

961.93

$5794.29

$5412.64

$1921.68

$13,129.00

' - •'.*0

'A:}r"

' -,U 
•** v  •

"A contract for public works in the state or a pol'tical subdivision shall 
contain provisions that

(4) the state or political subdivision shall withhold so much of the 

accrued povments as is necessary to pay to laborers, mechanics, or field 

surveyors employed by the contractor or subcontractors the difference 
between
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Anchorage School District 
December 22, 1983 

Page 2

_  ’ ‘ ’

(A) the rates of wages required by - »e contract pain Latore-s,
mechanics, or field surveyors on the work, and

(B) the rates of wages in fact received by laborers, mechanics, or
field surveyors."

In accordance with the above, I am directing the Anchorage School District to with­

hold fran this public construction contract the amount of thirteen thousand one hun­

dred twenty-nine dollars ($13,129) pending the conclusion our investigation into

this matter.

Any questions you may have regarding this may be directed to me or Bruce 

Silverthorn, the investigator on the case.

In closing, I would like to ask that you confirm to us in writing that these funds 

have been withheld. We  feel it our responsibility to advise you that failure to 
comply with this demand for retention of funds may result in further action in 

accordance AS 36.05.030(b).

Very truly yours,

Jean Morgan

Supervising Investigator
Wage & Hour Administration

Labor Standards & Safety Division

certified # P483768426 .
cc: Ground Up Construction ' -;
cc: L & H Enterprises, Inc.

cc: Steve DeLisio
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The Law Firm of
Schaible. Stalev. DeLisio & Cook. Inc.

D e c e m b e r  22, 1983

A n c h o r a f e  O f f ic e  
£ t i ' | t | i r i i  S . D r l . i - ia  

A lan  S l ir r ry  
J iim*|iIi M. M oran  

M irh a r l C . ( ir r a c li ly  
P a tr ic ia  I.. Zulw l 

U a l te r  J .  S  z iu llo  
A lla n  J .  t U -m

Mr. B r u c e  S i l v e r t h o r n  

De pt.  o£ L a b o r  
D i v i s i o n  of W a g e  a n d  H o u r s  

3301 E a g l e  St., S u i t e  31 0 

A n c h o r a g e ,  A K  9 9 5 0 3

Re: G r o u n d  U p  C o n s t r u c t i o n  C e r t i f i e d  P a y r o l l

S e r v i c e  H a n s n e w  S p o r t s  C o m p l e x

F a i r b a n k s  O f f ic e  
( ira c c  l l r r ,  S r l m l i l r  
l l i m a n l  j l a l r y  
l> n n i»  E . C o o k  
I l a i l u n  I .  J x h u l in u n n
R nlicrl I). G n iw r tw *  
C l u r l n  I ) . S iU r v .  J r .

O f C o u n v l : ,
William V. lioppn*

D e a r  Mr. S i l v e r t h o r n :

T h i s  is to f o l l o w  up  o n  t e l e p h o n e  c o n v e r s a t i o n s  we  h a v e  h a d  

c o n c e r n i n g  w a g e  c l a i m s  of the o w n e r s  a n d  e m p l o y e e s  of G r o u n d  

Up C o n s t r u c t i o n  w i t h  r e g a r d  to w o r k  p e r f o r m e d  on the S e r v i c e  

H a n s h e w  H i g h  S c h o o l  S p o r t  C o m p l e x  p r o j e c t .  As I h a v e  

a d v i s e d  you, I am  c o u n s e l  fo r L & H E n t e r p r i s e s ,  the 

c o n t r a c t o r  to w h o m  G r o u n d  Up s u b c o n t r a c t e d  for c e r t a i n  w o r k  

in c o n n e c t i o n  w i t h  th at  p r o j e c t .

B y  n o w  y o u  w i l l  h a v e  r e c e i v e d  the a f f i d a v i t  of J u n i o r  

R u s s e l l  w h i c h  d e m o n s t r a t e s ,  u n d e r  o a t h ,  t h a t  a s u b s t a n t i a l  

a m o u n t  of  the i n f o r m a t i o n  c o n t a i n e d  in t he  c e r t i f i e d  

p a y r o l l s  r e c e i v e d  f r o m  G r o u n d  U p  C o n s t r u c t i o n  is at  l e a s t  

e r r o n e o u s ,  a n d  at w o r s t  fa lse . A c c o r d i n g l y ,  it b e c o m e s  

i n c u m b e n t  u p o n  you , in the c c a r s e  of  y o u r  i n v e s t i g a t i o n ,  co 

r e q u i r e  a l l  e v i d e n c e  f r o m  G r o u n d  Up  a n d  its e m p l o y e e s  to be  

r e c e i v e d  in a s w o r n  form. W h e t h e r  o r  n o c  t h a t  is y o u r  u s u a l  
p r o c e d u r e  is i r r e l e v a n t  in this cas e.  H e r e  v.'e h a v e  s w o r n  

t e s t i m o n y  in h a n d  r e f l e c t i n g  t h a t  the i n f o r m a t i o n  y o u  a re  

o e i n g  p r o v i d e d  by G r o u n d  Up is i n c o r r e c t .  O b v i o u s l y ,  

a s e a r c h  for the t r u t h  in m a k i n g  a d e t e r m i n a t i o n  by y o u  is 

the b o t t o m  line.

In f u r t h e r a n c e  of the s e a r c h  for tr uth , I w o u l d  s t r o n g l y  

r e c o m m e n d  th at  S t e r b a ,  T h o m a s  a n d  a n y o n e  e l s e  w h o  p r o v i d e s  

i n f o r m a t i o n  c o n c e r n i n g  t h es e m a t t e r s  be i n f o r m e d ,  u p o n

*
*»,v. „ ■..** ' W M
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Mr. B r u c e  S i l v e r t h o r n
D e c e m b e r  22, 1983
P a g e  T w o

g i v i n g  s w o r n  t e s t i m o n y ,  the p e n a l t i e s  of p e r j u r y .  W i t h  th at  

s o m b e r i n g  i n f o r m a t i o n ,  the c h a n c e  of y o u  r e c e i v i n g  t r u t h f u l  
i n f o r m a t i o n  s h o u l d  be e n h a n c e d .

3 a s e d  on  Mr. R u s s e l l ' s  a f f i d a v i t ,  the i n f o r m a t i o n  c o n t a i n e d  

in G r o u n d  U p ' s  p a y r o l l  p e r t a i n i n g  to th is  p r o j e c t  is 
i n c o r r e c t ,  M o r e o v e r ,  f r o m  the f a c e  of the d o c u m e n t ,  the 
c e r t i f i e d  p a y r o l l  w a s  n o t  f i l e d  t i m e l y  p u r s u a n t  to A.S.

36.05.  040. A.S. 36. 05. 06 0  s e t s  f o r t h  the p e n a l t y  for 

v i o l a t i o n  of the C h a p t e r ,  i n c l u d i n g  v i o l a t i o n  of A.S.

3 6 . 0 5 . 0 4 0 .  In y o u r  " e v e n  h a n d e d "  a p p r o a c h  to s u c h  a m a t t e r ,  

o n e  w o u l d  a s s u m e  t h a t  a p p r o p r i a t e  c r i m i n a l  p r o s e c u t i o n  of a 

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

c e r t i f i e d  p a y r o l l ,  as p r o v i d e d  by law. H o w e v e r ,  w h e n  I 
d i s c u s s e d  this p o s s i b i l i t y  w i t h  you, y o u  s e e m e d  to take the 

v i e w  t h a t  y o u r  d e p a r t m e n t  w a s  n o t  i n t e r e s t e d  in p r o s e c u t i o n  

v i o l a t o r s  of the s t a t u t e  in q u e s t i o n .

T h e  f a c t  t h a t  the G r o o n  U p  p a y r o l l  w a s  p r e p a r e d  and 

s u b m i t t e d  so lo ng  a f t e r  the f a c t  s h o u l d  r a i s e  s o m e  s e r i o u s  
q u e s t i o n s  in y o u r  a n d  e v e r y o n e  e l s ^ ' s  m i n d s  as to the 

l e g i t i m a c y  of w h a t  is h a p p e n i n g  h e r e .  C o n s i d e r i n g  the c l o s e  

s i m i l a r i t y  b e t w e e n  the a m o u n t  b e i n g  c l a i m e d  as w a g e s  a n d  the 
a m o u n t  of the c o n t r a c t  p r i c e  t h a t  h a s  n o t  b e e n  p a i d  to 

G r o u n d  U p  by L £ H, o n e  s h o u l d  a s k  w h e t h e r  the p r o c e d u r e  

w h i c n  w a s  i n s t i t u t e d  oy Mr. T h o m a s  an d is b e i n g  p u r s u e d  b y  

G a r y  S t e r b a ,  the c o - o w n e r s  of G r o u n d  U p  C o n s t r u c t i o n ,  is . 'viylv
m e r e l y  a b a c k  d o o r  e f f o r t  to o b t a i n  p a y m e n t  u n d e r  tha - ;i . . t 
c o n t r a c t  to w h i c h  t h e y  a r e  n o t  o t h e r w i s e  e n t i t l e d  d u e  to 

t h e i r  b r e a c h  of c o n t r a c t .

A s  I a d v i s e d  y o u  by t e l e p h o n e  on D e c e m b e r  1 9, 1983, s o m e  of  

the ti me  s e t  f o r t h  in the c e r t i f i e d  p a y r o l l  c h a r g e d  a g a i n s t  •

L & H ' s  c o n t r a c t  w a s  a c t u a l l y  p e r f o r m e d  d i r e c t l y  by G r o u n d  ••
U p  C o n s t r u c t i o n  u n d e r  a s e p a r a t e  c o n t r a c t  d i r e c t l y  w i t h  th e 

S c h o o l  D i s t r i c t .  A c c o r d i n g l y ,  t h o s e  s e r v i c e s  h a d  n o t h i n g  to 
d o  w i t h  the r e l a t i o n s h i p  b e t w e e n  L & H a n d  G r o u n d  U p  

C o n s t r u c t i o n .  ,

'y ' i f .
O n  the q u e s t i o n  of w h e t h e r  the  o w n e r s  o f  the c o m p a n y  w o u l d  

be e n t i t l e d  to p a y m e n t  of w a g e s  t h r o u g h  the p r o c e s s  y o u  a r e  

p u r s u i n g  in y o u r  a g e n c y ,  an d w h e t h e r  D e n n i s  T h o m a s  is o r
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s h o u l d  be c o n s i d e r e d  f o r  s u c h  p u r p o s e s  as an o w n e r  of G r o u n d  

Up C o n s t r u c t i o n  in r e g a r d  to the w o r k  in q u e s t i o n  ar e 

m a t t e r s  w h i c h  we h a v e  d i s c u s s e d  at l e n g t h .  I h a v e  

s t r e n u o u s l y  u r g e d  y o u  to s e e k  the a d v i c e  of  a q u a l i f i e d  

a t t o r n e y  a s s i g n e d  to the Dept.' of L a b o r  f r o m  the A t t o r n e y  

G e n e r a l ' s  o f f i c e  o n  t h e s e  issu es.  S i n c e  y o u  ar e  n o t  an 
a t t o r n e y ,  y o u  a r e  in no  p o s i t i o n  to m a k e  a l e g a l  e v a l u a t i o n  
o f t h o s e  i s s u e s ,  a l t h o u g h  y o u  s e e m  f u l l y  p r e p a r e d  to take 

t h a t  on y o u r s e l f  w i t h o u t  l e g a l  a d v i c e .  T h a t  is an is sue 
t h a t  L s. H i n t e n d s  to p u r s u e  l e g a l l y  to the f u l l  l i m i t s  of 

the law, s h o u l d  an a d v e r s e  r u l i n g  be m a d e  by y o u r  d i v i s i o n .
I am  c o n f i d e n t  t h a t  a q u a l i f i e d ,  e x p e r i e n c e d  a t t o r n e y  w i l l  

c o m e  to the s a m e  c o n c l u s i o n  t h a t  I h a v e :  t h a t  n e i t h e r  G a r y
S t e r b a  no r  D e n n i s  T h o m a s  are e n t i t l e d  to p a y m e n t  of any 

w a g e s  t h r o u g h  D i v i s i o n  of W a g e  an d H o u r  p r o c e d u r e s  u n d e r  the 
Act, for the r e a s o n  t h a t  t h e y  a r e  o w n e r s  o f  the c o m p a n y .

On  the fa ce  of the s u b c o n t r a c t  b e t w e e n  L & H an d 

D e n n i s  T h o m a s  s i g n e d  h i s  n a m e  as a c o - o w n e r .  Me
G r o u n d  Up, 
m a d e  tne

s a m e  r e p r e s e n t a t i o n  to L & H ' s  r e p r e s e n t a t i v e  in n e g o t i a t i n g  

the c o n t r a c t .  G a r y  S t e r b a  m a d e  the s a m e  r e p r e s e n t a t i o n  to L 

& H ' s  r e p r e s e n t a t i v e s .  R e g a r d l e s s  of the f a c t  t h a t  S t e r b a ' s  

n a m e  m a y  a p p e a r  to be the o n l y  o n e  o n  the c o n t r a c t o r ' s  b o n d  

f i l e d  w i t h  the s t a t e  o r  on the s t a t e  b u s i n e s s  l i c e n s e ,  tha t 
d o e s  n o t  m e a n  th at  D e n n i s  T h o m a s  w a s  not, at  l e a s t  for the 

p u r p o s e s  of th is  o n e  p r o j e c t ,  a c o - o w n e r  of G r o u n d  Up 

C o n s t r u c t i o n .  He w a s  a p p a r e n t l y  a d d e d  as a p a r t n e r  a f t e r  

the c o n t r a c t o r ' s  l i c e n s e  and b u s i n e s s  l i c e n s e  w e r e  ob*tained. 
W h e t h e r  or  n o t  he a n d  S t e r b a  w o u l d  h a v e  a p p l i e d  fo r  ah 

a m e n d e d  or n e w  b u s i n e s s  l i c e n s e  or c o n t r a c t o r ' s  b c n d , : or 

e v e n  w o u l d  be r e q u i r e d  to d o  s o  u n d e r  the law, is w h o l l y  

i r r e l e v a n t .  M o r e o v e r ,  e v e n  if it w e r e  to d e v e l o p  

u n e q u i v o c a l l y  t h a t  D e n n i s  T h o m a s  w a s  in f a c t  n o t  a g e n u i n e  

o w n e r  of G r o u n d  U p  at a n y  time, by  h a v i n g  s i g n e d  the 
c o n t r a c t  w i t h  L s H as an o w n e r ,  he  is e s t o p p e d  l e g a l l y  f r o m  

d e n y i n g  tha t he w a s  an o w n e r  o f  the c o m p a n y  fo r p u r p o s e s  of 

e n f o r c e m e n t  of thi s c o n t r a c t .  He is c i v i l l y  l i a b l e  to L & H 

for b r e a c h  of c o n t r a c t  u n d e r  the law, j u s t  as c o - o w n e r  G a r y  
S t e r b a  is.

••• *■
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Y o u  i n d i c a t e d  t ha t the norm.il e n f o r c e m e n t  p o l i c y  o f  y o u r  

d i v i s i o n  is to r e q u i r e  p a y m e n t  of w a g e s  to o w n e r s .  I a m
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c u r i o u s  to k n o w  h o w  f r e q u e n t l y  the i s s u e  h as  c o m e  up. I 

w o u l d  be s u r p r i s e d  if it c a m e  up  m o r e  th an  on a rare  

o c c a s i o n .  H o w e v e r ,  r e g a r d l e s s  of w h e t h e r  t h e r e  is in f a c t  a 

p o l i c y  or if t h a t  is s i m p l y  the w a y  t h a t  s o m e  e n f o r c e m e n t  

o f f i c e r  for W a g e  an d  H o u r  D i v i s i o n  h a n d l e d  an i n d i v i d u a l  

s i t u a t i o n  in the p a s t ,  t h er e is no  a u t h o r i t y  u n d e r  the 

e n a b l i n g  l e g i s l a t i o n  to p e r m i t  s u c h  a r e su lt .

Y o u  h a v e  i n d i c a t e d  t h a t  the r e g u l a t i o n s  p e r m i t  t h a t  

a p p r o a c h ,  b u t  I w o u l d  r e m i n d  y o u  t h a t  the r e g u l a t i o n s  c a n  d o  

n o  m o r e  t h a n  w h a t  the e n a b l i n g  s t a t u t e s  a u t h o r i z e .  A n y  
e f f o r t  on  the p a r t  of the r e g u l a t i o n s  to g o  b e y o n d  the 

a u t h o r i t y  g r a n t e d  by the s t a t u t e s  is n u l l  an d v o i d  as a 

m a t t e r  o f law. Y o u  a l s o  s e e m  to t h i n k  that, the r e g u l a t i o n s  
an d  this  s o - c a l l e d  " p o l i c y "  is j u s t i f i e d  u n d e r  the 

p r o v i s i o n s  o f  the A c t  t h a t  r e q u i r e  o w n e r s  to i n c l u d e  on 
c e r t i f i e d  p a y r o l l s  t h e i r  h o u r s  a n d  r a t e s  of p a y  for d o i n g  

the s a m e  s o r t  of w o r k  as t h e i r  e m p l o y e e s .  H o w e v e r ,  if is 

q u i t e  o b v i o u s  f r o m  the s t a t u t e  that  t h e r e  is e s s e n t i a l l y  o n e  
r e a s o n  fo r  d o i n g  this: to m a k e  s u r e  that, for d e t e r m i n i n g

the a p p r o p r i a t e  a v e r a g e  w a g e  a p p l i : a b l e  to the g i v e n  t y p e  of  

w o r k  f o r  e n f o r c e m e n t  p u r p o s e s ,  the d i v i s i o n  r e c e i v e s  al l 
d a t a  g e r m a n e  to m a k i n g  t h a t  c a l c u l a t i o n .  T h e  a m o u n t  t h a t  

o w n e r s  p a y  t h e m s e l v e s  f or d o i n g  the i d e n t i c a l  type w o r k  in 

q u e s t i o n  is o b v i o u s l y  i m p o r t a n t  d a t a  co th at  d e t e r m i n a t i o n .

Yo u  i n d i c a t e d  t h a t  t h e r e  is a s e c o n d  use for this 

i n f o r m a t i o n :  in r e v i e w i n g  c o n t r a c t s  and p u b l i c  w o r k s ,  y o u

ar e  a b l e  to m a k e  c e r t a i n  t h a t  the c o n t r a c t o r  s u b m i t s  a v a l i d  
c o m p e t i t i v e  bi d w i t h  s u f f i c i e n t  f u n d s  to in f a c t  p a y  w a g e s  

to e m p l o y e e s  w h o  a r e  a c t u a l l y  p e r f o r m i n g  the w o r k  in 
q u e s t i o n .  If s u c h  r e v i e w  o f  c o n t r a c t s  is a l e g i t i m a t e  

e x e r c i s e  of y o u r  d i v i s i o n ,  s t i l l  the p u r p o s e  of r e q u i r i n g  

the o w n e r  to s u b m i t  h i s  h o u r s  an d  r a t e s  of p a y  on  c e r t i f i e d  
p a y r o l l  is for d a t a  c o l l e c t i o n  p u r p o s e s .  In s h o r t ,  n o t h i n g  

in the s t a t u t e  a u t h o r i z e s  y o u r  d i v i s i o n  to e n f o r c e  p a y m e n t  

of  w a g e s  to o w n e r s .

F i n a l l y ,  I. a m  s o m e w h a t  c o n c e r n e d  a b o u t  the a p p r o a c h  t h a t  As 
b e i n g  t a k e n  in this  e n t i r e  m a t t e r .  U n d e r  the Act, the 
c o n t r a c t o r  w h o  is in v i o l a t i o n  of the A c t  for n o n p a y m e n t  of 
w a g e s  is D e n n i s  T h o m a s  a n d  G a r y  S t e r b a  d / b / a  G r o u n d  Up 

C o n s t r u c t i o n .  Q u i t e  apairt f r o m  y o u r  i n v e s t i g a t i o n  in 

d e t e r m i n i n g  v a l i d i t y  of w a g e  c l a i m s ,  e t c . ,  w h a t  e f f o r t  is 

b e i n g  m a d e  to c o m p e l  ('round U p  C o n s t r u c t i o n  to p a y  its
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e m o l o y e e s ?  A g a i n ,  v i o l a t i o n  o f  tne A c t  c a r r i e s  c r i m i n a l  

p e n a l t i e s .  H a v e  S t e r b a  a n d  T h o m a s  b e e n  i n f o r m e d  of t h o s e  

p e n a l t i e s  an d is a n y  p r o s e c u t i o n  u n d e r  c o n s i d e r a t i o n  s h o u l d  

t h e y  f a i l  to m e e t  t h e i r  o b l i g a t i o n s  as e m p l o y e r  u n d e r  the 

A c t  w i t h  r e g a r d  to p a y m e n t  of the e m p l o y e e s ?

F r o m  my c o n v e r s a t i o n s  w i t h  you, it s e e m s  as if y o u r  p r i m a r y  

t h r u s t  is to s a t i s f y  y o u r s e l f ,  p r i m a r i l y  b a s e d  on u n s w o r n  

i n f o r m a t i o n  r e c e i v e d  f r o m  S t e r b a ,  T h o m a s  a n d  t h e i r  

e m p l o y e e s ,  as to h o w  m u c h  w a g e s  a r e  i n v o l v e d ,  a n d  then s e e k  

to f o r c e  L & H, the g e n e r a l  c o n t r a c t o r  on the p r o j e c t ,  or 

the s c h o o l  d i s t r i c t  to p a y  t h o s e  w a g e s .  O b v i o u s l y  the 

e n t i t y  r e s p o n s i b l e  for  p a y m e n t  of the w a g e s  is G r o u n d  U p  

C o n s t r u c t i o n ,  an d  e v e r y  e f f o r t  a v a i l a b l e  to the D i v i s i o n  
s h o u l d  be e x h a u s t e d  in s e e k i n g  to c o m p e l  G r o u n d  Up  to p a y  

its  e m p l o y e e s ,  b e f o r e  the D i v i s i o n  e v e n  c o n s i d e r s  p u r s u i n g  

o t h e r  s o u r c e s  of p a y m e n t .  I t r u s t  t h a t  is e x a c t l y  w h a t  y o u  

w i l l  do, and  th at  my u n e a s y  f e e l i n g  in this r e g a r d  is 
u n f o u n d e d .

As I h a d  i n d i c a t e d  b e f o r e ,  if we c a n  be of  a n y  f u r t h e r  

a s s i s t a n c e  in d e v e l o p i n g  d a t a  or f a c t u a l  i n f o r m a t i o n  t h a t  

w i l l  a s s i s t  y o u  in g e t t i n g  at the t r u t h  in t h i s  m a t t e r ,  we 
w i l l  be h a p p y  to c o o p e r a t e .  H o w e v e r ,  my c l i e n t  ha s a r i g h t  

to be t r e a t e d  f a i r l y  u n d e r  the lav/ and a c c o r d i n g  to d u e  
p r o c e s s  of  law, j u s t  as a n y o n e  e l s e  d o es.  T h e  W a g e  a n d  H o u r  

D i v i s i o n  f u n c t i o n  s h o u l d  n o t  be p r o s t i t u t e d  to b e c o m e  a 
m e t h o d  o f s u b c o n t r a c t o r s  g e t t i n g  t h e i r  m o n e y  o u t  o f  an 

u p s t r e a m  c o n t r a c t o r ,  w h e n  the s u b c o n t r a c t o r  h a s  b r e a c h e d  h i s  
c o n t r a c t  and f a i l e d  to f u l f i l l  h i s  o b l i g a t i o n s  to the 

u p s t r e a m  c o n t r a c t o r .  S u c h  a p r o c e s s  w o u l d  c o n s t i t u t e  a t  

b e s t  a g r o s s  a b u s e  of the e n a b l i n g  l e g i s l a t i o n ,  as w e l l  as  a 
m a j o r  m i s c a r r i a g e  of  j u s t i c e .

W i t h  b e s t  r e g a r d s ,

SC HA 113 LE, S T A L 2 Y ,  D e L I S I O  

& C O O K ,  INC.

By:

S S D / s l b

cc: L e n  llannaman
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RECEIVED —  ANCHORAGE

FEr'B 1 -  1384

January 31, 1984

SCHAiBLE. STALEY, 
DeLISIO AND COOK, INC

L & H Enterprises, Inc,
P.O. Box 111593 

Anchorage, Alaska 99511

Attention: Len Hannaman

Dear Mi*. Hannajnan:

RE: ANCHORAGE SERVICE-HANSHEW SPORTS COMPLEX

PWA 1183-025

Enclosed is a copy of our letter to the Anchorage School District requiring 

the withholding o£ funds on the project referenced above. The total to be 
withheld has been increased to $17,640.00. This new figure is based upon the 

following:

1. Ground Op Construction has submitted revised certified payrolls to 

our office, along with its payroll records.

2. The Attorney General's Office has informed us that wages earned by 

owner/operators must be paid at prevailing wage rates; specifically,
29 CFR 5.2(i) states,

"Every person paid by a contractor or  subcontractor in any manner 
for his labor in the construction prosecution; completion or repair 
of a public building or public work...is 'employed' and receiving 
'wages' regardless of any contractual relationship alleged to exist."

Therefore, we have adjusted the amount of funds being retained.

As you will see from the payroll copies enclosed, the hours of work shown vary 

from the original payrolls submitted by Ground Up Construction. If you have 

any dispute with the hours s h o w ,  please submit any documentation or other 
evidence you may have that supports your contention(s) to me at the address 

shown above.



Page 2

If you agree with the time shewn, please inform our office of the action you 
wish to take to have these wages paid. Whatever the case, please respond to 

this letter by February 10, 1984.

If you have any questions, please feel free to contact ire.

Bruce Silverthorn 

Investigator

Wage & Hour Administration 

Labor Standards & Safety Division

Enclosure

cc: Steve Delisio

cc: Ground Up Construction

cc: Anchorage School District
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Anchorage School District: 
Pouch 6-614

Anchorage, Alaska 99502 

Attention: Lowell T. Freeman

Da at* Hr. Freeman:

RE: ASD-SERVICE HANSFEW SPORTS COMPLEX
FV1A 1183-025

On Dacember 22, 1983, we wrote to the Anchorage School District to explain 
that we were investigating the wages paid to the employees of Ground Op 

Construction. Ground Up Construction is a subcontractor of L & H Enterprises, 

Inc. on this project. Our letter directed you to withhold a total of 
$13,129.00.

Since that time, we have been provided with additional information on the total 
hours worked by the Ground Up Construction emplc/ees, as follows:

Gary Sterba

Laborer

157 s.t. hrs.

59 o.t. hrs.

$ 5,840.71

0 $ 18.82 = $ 2,954.74

@ 28.23 1,665.57

0 5.65. = . 1,220.40

$ 5,840.71

Denny Thctnas

(117 s.t. hours, 51 o.t. hours)

Laborer (80%)

93 1/2 s.t. hrs. 0 $ 18.82 = $ 1,759.67

41 o.t. hrs. 0 28.23 = 1,157.43
134 1/2 f.b. hrs. 0 5.65 = 759.93

Operator (20*)
$ 37U777UJ

23 1/2 s.t. hrs. 0 $ 23.34 = $ 560.24

10 o.t. hrs. a 35.76 = 357.60

33 1/2 f.b. hrs. 9 5.45 182.58

$ 1,100.42

$ 4,777.45



Anchorage School District
January 31, 1981
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1117 sit. hours, 51 o,,t . hours)

Operator (80>)
93 1/2 s.t. hrs. ?■$ 23.84 = $ 2,229.04
41 o.t. hrs. 0 35,76 = i,466.16

134 1/2 f.b. hrs. 0 5.45 = 733.03

$ 4,428.23

Laborer (20?)
23 1/2 s.t. hrs. 0 S 18.82 = $ 442.27
10 o.t. hrs. @ 28.23 = 282.30
33 1/2 f.b. hrs. 0 5.65 = 189.23

$ 913.85

S 5,342.08
Andy Sterba

(64 s.t. hours)

Truckdriver (80?)
51 s.t. hrs. 0 $ 19.80 = $ 1,009.80

51 f.b. hrs. 0 6.89 = 351.39
$ 1,361.19

Laborer (20?)
13 s.t. hrs. 0 $ 18.82 = $ 244.66

13 f.b. hrs. 0 5.65 = 73.45

$ 318.11

$ 1,679.30

TOTAL WAGES EARNED = S 17,639.54

In accordance with the provisions of Title 35 of the Alaska Statutes quoted in 
our previous letter, we are hereby directing the Anchorage School District to 

adjust the amount of funds withheld from the L s. H Enterprises, Inc. contract to 
$17,640.00.

In closing, I would like to ask once again that you confirm to us in writing 
that you have complied with this demand for withholding! As~mentioned in our 
first letter, failure to comply may result in further action by the Department of 
Labor in accordance with A.S. 36.05.030(b).
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If ycu have any questions, please contact Bruce Silverthorn or myself, and we 

will assist ycu.

Vciy truly yours,

'■"'Jean Morgan 
Supervising Investigator 

Wage & Hour Administration 
Labor Standards & Safety Division

cc: L & H Enterprises, Inc.
Steve Delisio 
Ground Up Construction
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Schuible. Stalev. DeLisio & Cook. Inc
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A n r h o r n . - r  ( /tT ic e  
S tr j ih rn  5». I M J m o  

A lun S h rm r  
Jo sep h  M . M oran  

M id ia r l  C . O r a c h l y  
I’a tn r in  I ,. YaM  

W a ltr r  j .  S cz in lln  
A lla n  j .  O ls m

B r u c e  S i l v e r t h o r n ,  I n v e s t i g a t o r  
A l a s k a  D e p a r t m e n t  o f  L a b o r  
W a g e  & H o u r  A d m i n i s t r a t i o n  

L a b o r  S t a n d a r d s  & S a f e t y  D i v i s i o n  

P o u c h  7 - 0 2 1  
A n c h o r a g e ,  A K  9 9 5 1 0

Re: A n c h o r a g e  S e r v i c e - H a n s h e w  S p o r t s  C o m p l e x

P W A  1 1 8 3 - 0 2 5

F a i r b u n k i i  O f f ic e  
G ra c e  H ere S c h a ib lc  
lIoH jn l Malcy 

D rn n is  E . G * 'k  
B a r lu r a  I ,. S c h u h m a n n  
R o l r r t  R. O n n t l i M  
C h ftrlr*  I ) .  S i b  n r ,  J r .

O f  d u u n w l :
U i l l ia in  \ .  R o p e r s

D e a r  Mr. S i l v e r t h o r n :

Y o u r  l e t t e r  t o  L & H  E n t e r p r i s e s  o f  J a n u a r y  31, 1984, w i t h  r e g a r d  
t o  t h e  a b o v e  m a t t e r  h a s  b e e n  r e f e r r e d  t o  m e  fo r  r e s p o n s e  o n  b e h a l f  

of L i H. I h a v e  c e a s e d  t o  be a m a z e d  a t  t h e  l a c k  o f  d u e  p r o c e s s  

w h i c h  y o u r  d e p a r t m e n t  a p p e a r s  to  f a v o r  in t h e s e  m a t t e r s ,  a t  l e a s t  
as it as b e e n  d e m o n s t r a t e d  i n  t h i s  ca s e .

To  b e g i n  w i t h ,  th e t h r u s t  o f  y o u r  l e t t e r  is d i r e c t e d  at m y  c l i e n t ,  
t h e  g e n e r a l  c o n t r a c t o r ,  n o t  a t  t h e  e m p l o y e r  of t h e  e m p l o y e e s  w h o  

h a v e  n o t  b e e n  p a i d  as r e q u i r e d  by t h e  l a w  y o u  s e e k  to e n f o r c e .

W h a t  a c t i o n  is b e i n g  t a k e n  w i t h  r e g a r d  to G r o u n d  U p  C o n s t r u c t i o n  

a n d  i ts  c o - o w n e r s ,  G a r y  S t e r b a  a n d  D e n n i s  T h o m a s ,  in t h i s  r e g a r d ?  
W h a t  d o  t h e y  p r o p o s e  t o  d o  a b o u t  p a y i n g  t h e  w a g e  c l a i m s  o f  t h e i r  

e m p l o y e e s ,  is t h e  m o r e  a p p r o p r i a t e  q u e s t i o n  t h a t  s h o u l d  b e  a s k e d  '.;C 
at t h i s  t i m e .  F u r t h e r m o r e ,  w h a t  a c t i o n  d o e s  y o u r  d e p a r t m e n t  i n t e n d  

t o  t o  t a k e  w i t h  r e g a r d  t o  t h e  s t a t u t e s  t h a t  s e t  f o r t h  s a n c t i o n s  

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

a n d  ta .1 t o  p r o p e r l y  p a y  p r e v a i l i n g  w a g e  r a t e s  t o  it s  e m p l o y e e s ?

U n d e r  a n y  r e a s o n a b l e  p r o c e d u r e ,  o n e  w o u l d  h a v e  e v e r y  r e a s o n  t o  

e x p e c t  t h a t  t h e  a d m i n i s t r a t i v e  p r o c e d u r e s  a v a i l a b l e  t o  y o u r  a g e n c y  * 
w o u l d  b e  e x h a u s t e d  in d e a l i n g  w i t h  t h e  p a r t y  w h o  is d i r e c t l y  .

r e s p o n s i b l e  f o r  t h e  p r o b l e m  - t h e  e m p l o y e r .  Y e t  y o u r  l e t t e r  d o e s  
n o t  e v e n  a d d  a s s  t h a t  s u b j e c t  m a t t e r ,  b u t  a d d r e s s e s  t h e  s u b j e c t  t o  
L & H E n t e r p r i s e s  as if L & H w a s  t h e  a c t u a l  e m p l o y e r  o f  t h e  

w o r k m e n  in q u e s t i o n .

P1YQ7b l i i  I

•M.1 Wr-.l titll Atritlir 
27 '>-«).j7 I

p.iii nrfii c  i i n «  1 0 2 1 1  i o
( j i l i l r  A i l i l r r . ,  -  M H I t V M . I I

Anrlioriijir, Alitalia W 5 1 0-21110 
T tlr t  No. 2.r>-2."»7



B r u c e  S i l v e r t h o r n
F e b r u a r y  6, 1984
P a g e  T w o

A s  y o u  v e r y  w e l l  k n o w ,  w e  d o  d i s p u t e  t h e  h o u r s  s h o w n  b y  G r o u n d  U p  

C o n s t r u c t i o n .  F o r  w h a t e v e r  r e a s o n ,  y c u r  l e t t e r  c o m p l e t e l y  l a i l s  

t o  a d d r e s s  t h e  f a c t  t h a t ,  w i t h o u t  a n y  o b l i g a t i o n  t o  d o  so, w e  

s u b m i t t e d  t o  y o u  a s w o r n  a f f i d a v i t  o f  J u n i o r  R u s s e l l  d a t e d  

D e c e m b e r  16, 1 9 8 3 ,  s e t t i n g  f o r t h  t h e  b a s i s  f o r  o u r  c h a l l e n g i n g  

t h e  p a y r o l l  r e c o r d  o f  G r o u n d  U p  C o n s t r u c t i o n ,  a s  t h e n  k n o w n .

W e  r e a l i z e  t h a t  y o u  h a v e  r e c e i v e d  m o r e  r e c e n t  i n f o r m a t i o n ,  b u t  

t h a t  m o r e  r e c e n t  i n f o r m a t i o n  has r e s u l t e d  i n  a  s u b s t a n t i a l  i n c r e a s e  , 

i n  t h e  a m o u n t  o f  h o u r s  a l l e g e d l y  w o r k e d ,  w h e r e a s  M r .  R u s s e l l ' s  

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

r e c o r d  w a s  g r o s s l y  e x c e s s i v e .

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

h o u r s  w o r k e d  is u t t e r l y  u s e l e s s  i n  o u r  b e i n g  a b l e  t o  m a k e  a 

r e s p o n s e  w i t h  r e g a r d  t o  d i s p u t i n g  t h o s e  h o u r s .  N o  a t t e m p t  i s  

m a d e  i n  y o u r  a t t a c h e d  l e t t e r  o f  J a n u a r y  31, 1 9 8 4  t o  t h e  s c h o o l  

d i s t r i c t ,  w h e r e i n  t h e  h o u r s  a r e  s e t  f o r t h ,  t o  s h o w  o n  w h a t  d a y s  

e a c h  i n c r e m e n t  o f  h o u r s  w a s  .put i n .  O b v i o u s l y  t h a t  i s  t h e  o n l y  

w a y  t h a t  w e  w o u l d  h a v e  t o  c h a l l e n g e  t h e  h o u r s  s h o w n .

T h i r d ,  w h a t e v e r  h a p p e n e d  t o  t h e  r i g h t  t o  a  h e a r i n g  o n  a  d i s p u t e  

o f  t h i s  t y p e .  F r o m  t h e  t o n e  o f  y o u r  l e t t e r ,  o u r  e n t i t l e m e n t  t o  b e  

h e a r d  is a p p a r e n t l y  g o i n g  t o  l i m i t e d  t o  s u b m i s s i o n  o f  d o c u m e n t a t i o n  

o r  o t h e r  e v i d e n c e  t h a t  w e  h a v e  t h a t  s u p p o r t s  o u r  c o n t e n t i o n s .  T h i s  

is v e r y  d i s t u r b i n g  i n a s m u c h  a s  y o u r  l e t t e r  f a i l e d  t c  n o t e  t h a t  w e  

h a d  a l r e a d y  s u b m i t t e d  a s u b s t a n t i a l  s w o r n  d o c u m e n t  w h i c h  v e r y  

e x t e n s i v e l y  c h a l l e n g e d  t h e  c l a i m s  b e i n g  a s s e r t e d  b y  G r o u n d  U p  

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

I n  a d d i t i o n ,  w e  h a d  p r e v i o u s l y  a d v i s e d  y o u  t h a t  a p o r t i o n  of the ..V* 
w o r k  p r o v i d e d  b y  G r o u n d  U p  C o n s t r u c t i o n  a t  A n c h o r a g e  Service-HansheW 
S p o r t s  C o m p l e x  w a s  p e r f o r m e d  d i r e c t l y  t o  t h e  a c c o u n t  o f  t h e  * 

A n c h o r a g e  S c h o o l  D i s t r i c t ,  a n d  n o t  u n d e r  t h e  s u b c o n t r a c t  with L & 'H’vj 
E n t e r p r i s e s .  N e v e r t h e l e s s ,  n e i t h e r  y o u r  letter t o  L 4 H Enterprises1 
o r  y o u r  l e t t e r  t o  t h e  s c h o o l  d i s t r i c t ,  b o t h  of w h i c h  a r e  dated 
J a n u a r y  31, 1 9 8 4 ,  d e a l  w i t h  t h i s  q u e s t i o n .  A  h u n d r e d  p e r c e n t  of 
w h a t  y o u  a r e  a s k i n g  t h e  s c h o o l  d i s t r i c t  t o  w i t h h o l d  i s  b e i n g  asked ■' 
t o  b e  w i t h h e l d  f r o m  L & H E n t e r p r i s e s  c o n t r a c t .  O b v i o u s l y ,  no 
m a t t e r  h o w  t h e  s t a t u t e  a n d  r e g u l a t i o n s  y o u  a r e  a t t e m p t i n g  to enforce
a r e  i n t e r p r e t e d  i n  t h e  f i n a l  a n a l y s i s ,  t h e r e  w o u l d  b e  absolutely ;,;f£

n o  r i g h t  f o r  a n y b o d y  t o  h a v e  t h e  s c h o o l  d i s t r i c t  w i t h h o l d  monies '.'-7 
f r o m  L (» H E n t e r p r i s e s  f o r  w a g e s  o w e d  b y  G r o u n d  U p  C o n s t r u c t i o n  to 
i t s  e m p l o y e e s  f o r  p e r f o r m i n g  s e r v i c e s  t o  t h e  d i r e c t  a c c o u n t  of the 
A n c h o r a g e  S c h o o l  D i s t r i c t .

C o n c e r n i n g  y o u r  a d v i s e  w i t h  r e g a r d  t o  t h e  e n t i t l e m e n t  o f  o w n e r /

o p e r a t o r s ,  a s  y o u  w e l l  k n o w ,  w e  i n t e n d  t o  c h a l l e n g e  t h a t ,  i f

n e c e s s a r y ,  t o  t h e  h i g h e s t  c o u r t .  T h e  i n t e r p r e t a t i o n  is b e i n g  m a d e



E r u c e  S i l v e r t h o r n
F e b r u a r y  6, 1984
P a g e  T h r e e

o f  a r e g u l a t i o n  w h i c h  d o e s  n o t  e x p r e s s l y  s a y  w h a t  y o u  s a y  i t  

s a y s .  I n  o t h e r  w o r d s  y o u  a r e  i n t e r p r e t i n g  w h a t  t h e  w o r d s  m e a n .  

T h e  r e g u l a t i o n  o n l y  h a s  s u c h  s c o p e ,  f o r c e  a n d  e f f e c t  a s  t h e  

e n a b l i n g  s t a t u t e  g i v e s  it, a n d  t h e r e  i s  n o t h i n g  u n d e r  t h e  s t a t u t e  

t h a t  g i v e s  t h e  D e p a r t m e n t  o f  L a b o r  t h e  r i g h t  t o  e s t a b l i s h  a 

r e g u l a t i o n  w h i c h  v/ould r e q u i r e  a n  u p s t r e a m  c o n t r a c t o r  t o  p a y  a 

d e f a u l t i n g  s u b c o n t r a c t o r  o w n e r / o p e r a t o r  p r e v a i l i n g  w a g e  r a t e s .

K e  h e r e b y  d e m a n d  o u r  r i g h t s  a s  e s t a b l i s h e d  b y  l a w  t o  t h e  b e n e f i t  

o f  t h e  a d m i n i s t r a t i v e  p r o c e d u r e s  p e r t a i n i n g  t o  s u c h  m a t t e r s .  

F u r t h e r m o r e ,  w e  r e q u e s t  a n  a n s w e r  t o  t h e  i n q u i r i e s  w e  h a v e  m a d e  
a b o v e .

S h o u l d  y o u  s e e  f i t  to p r o v i d e  u s  w i t h  a  b r e a x d o w n  o f  t h e  h o u r s  

c l a i m e d  b y  G r o u n d  U p ' s  e m p l o y e e s  a n d  o w n e r s ,  o n  a  d a y - b y - d a y  

b a s i s  s o  t h a t  w e  c a n  e v a l u a t e  t h e m ,  w e  w i l l  b e  h a p p y  t o  m a k e  a 

f u r t h e r  e v a l u a t i o n .  H o w e v e r ,  w e  q u e s t i o n  w h e t h e r  s u c h  a n  

a n a l y s i s  w o u l d  b e  a w a s t e  o f  t i m e ,  s i n c e  y o u  h a v e  o b v i o u s i y  

d i s r e g a r d e d  M r .  R u s s e l l ' s  p r e v i o u s  sv/orn a n a l y s i s .

V e r y  t r u l y  y o u r s ,

S C U M B L E ,  S T A L E Y ,  D e L I S I O  

& C O O K ,  I N C .

E y :

Si .  -  ________________________________________________
S S D / s l b

c c :  L e n  H a n r . a m a n
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M a r c h  20, 1 9 8 4

B r u c e  S i l v e r t h o r n ,  I n v e s t i g a t o r  

A l a s k a  D e p a r t m e n t  o f  L a b o r  

W a g e  & H o u r  A d m i n i s t r a t i o n  

L a b o r  S t a n d a r d s  & S a f e t y  D i v i s i o n  

P o u c h  7 - 0 2 1  

A n c h o r a g e ,  A K  9 9 5 1 0

R e :  A n c h o r a g e  S e r v i c e - H a n s h e w  S p o r t s  C o m p l e x

P W A  1 1 8 3 - 0 2 5

D e a r  M r .  S i l v e r t h o r n :

Y o u  w i l l  r e c a l l  o n  F e b r u a r y  21, 1 9 8 4  o u r  t e l e p h o n e  c o n v e r s a t i o n s  

r e g a r d i n g  t h e  f a c t  t h a t ,  e v e n  t h e  m o s t  r e c e n t  r e v i s e d  p r o p o r t e d  

p a y r o l l  r e c o r d s  p r o d u c e d  t o  y o u  b y  G r o u n d  U p  C o n s t r u c t i o n s  w e r e  

n o t  p r e s e n t e d  u n d e r  o a t h .  Y o u  s t a t e d  t h a t  M r .  S t e r b a  w a s  u n w i l l i n g  

t o  p r o v i d e  a " c e r t i f i e d  p a y r o l l " ,  o n  t h e  g r o u n d  t h a t  h e  f e l t  s u c h  

c e r t i f i c a t i o n  c o n s t i t u t e d  a r e p r e s e n t a t i o n  t h a t  t h e  p a y r o l l  h a d  b e e n  

p a i d ,  w h e n  i t  h a d  n o t .

A c c o r d i n g l y ,  I r e q u e s t e d  t h a t  y o u  o b t a i n  f r o m  G r o u n d  U p  C o n s t r u c t i o n  

a s w o r n  a f f i d a v i t  t o  t h e  a c c u r a c y  o f  t h e  i n f o r m a t i o n  c o n t a i n e d  i n  

w h a t e v e r  p a y r o l l  r e c o r d  G r o u n d  U p  i n t e n d s  n o w  t o  r e l y  u p o n .  Y o u  

a d v i s e  t h a t  t h a t  w o u l d  b e  a n  e a s y  t h i n g  t o  a c c o m p l i s h ,  a n d  t h a t  y o u  

w o u l d  d o  s o  a n d  s e n d  m e  a c o p y  o f  t h e  a f f i d a v i t  i m m e d i a t e l y .

W e  a r e  n o w  a p p r o x i m a t e l y  o n e  f u l l  m o n t h  s i n c e  t h a t  d i s c u s s i o n ,  a n d  

1 h a v e  n o t  r e c e i v e d  a n y  s u c h  a f f i d a v i t .  H a s  M r .  S t e r b a  d e c l i n e d  t o  

p r o v i d e  o n e ?  W h e n  m a y  w e  e x p e c t  t o  s e e  s o m e  s w o r n  s u p p o r t  f o r  t h i s  

o f t  c h a n g e d  a n d  p e r h a p s  i n  t h e  f u t u r e  o f t e n  c h a n g i n g  p a y r o l l  " r e c o r d ? "  . Fie

I a t t e m p t e d  t o  c a l l  y o u r  o f f i c e  o n  M a r c h  19, o n l y  t o  b e  a d v i s e d  t h a t  

y o u  w e r e  g o n e  o n  p e r s o n a l  l e a v e  u n t i l  A p r i l  1. I t r u s t  y o u  w i l l  

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

V e r y  t r u l y  y o u r s ,  •

S C H A I B L E ,  S T A L E Y ,  D e L I S I O  & C O O K ,  I N C .

c c :  L e n  H a n n a m a n
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BILL SHEFFIELD.  GOVERNOR

IVAGE & HOUR ADMINISTRA TION 
LABOR STANDARDS & SAFETY DIVISION

DEPARTMENT OF LABOR 3301 E A G L E  ST R E E T  
POUCH 7-021
A N C H O R A G E .A L A SK A  9 9 5 1 0  
PH O N E: 1 9 071 264-2 435

RECEIVED — ANCHORAGE

M A R  2  2  1384
March 21, 1984 SCHAIBLE, STALEY, 

DsLISIO AND COOK, INC.

Schaible, Staley, Delisio & Coolc, Inc.

PO Box 102340 

Anchorage, AK 99510

Attention Stephen S. Delisio

RE: ASD-SERVICE IIANSIIEU SPORTS COMPLEX

PWAI183-025

Enclosed are the amended certified payrolls sucmitted by Cary Sterba, on 

behalf of Ground lh) Construction, for work performed on the above referenced 

project. Mr. Sterba's certification is attached for your review.

Please compare these payrolls for consistancy with your own records and provide 

this office with any comments you might have by April 6, 1984.

If you have any questions, please don't hesitate to contact our office at

264-2435•

Yours ,

W a g e  A  H o u r  ' Adinini s t r a t  i o n  

L a b o r  S t a n d a r d s  &  S a f e t v  D i v i s i o n

Enclosures

■ (T



ALASKA DEPARTMENT OF LABOR 
LABOR STANDARDS & SAFETY DIVISION 
W AGE & HOUR ADMINISTRATION

CERTIFIED PAYROLL

NAME OF CONTRACTOR □  OR SU BCO NTRA CTO R A D D R ESS

j  7 9 2 0  Ladasa pi
PHONE NO. 

349-9985Ground Up Construction

FOR W EEK ENDING CONTRACTOR S  L IC EN SE  NO

A 1 2 2 7 3

PA YRO LL NO. PR O JE C T  STA RT OATE PR O JEC T  AND LOCATION

S e r v i c e  H a u s h e w  H. s

PR O JEC T  O R CO N TRA CT NO.

wEHer £°§iwir Outside
Non e

DEDUCTIONS

P erm anen t D om ic ile  A dd re ss 
o l E m p lo yee  (No Po st O llice  

or S ta r R ou lc  B o x e s )

N am e. M a ilin g  A ddress & 
S o c ia l S e cu r ity  Number o l 

E m p lo yee

Total
H ours

W orked

G ro ss
Amount
Earned

Hourly
R a le

Pa id

O ther
(E x ­

p la in )

Total
DeduC'

lio n s

Net
Amount

Pa id

S p e c if ic  W g ix  
C la ss if ic a t io n

27 T8~T9 Jp l T
H ours w o rk e d  E ach  Oi

C h eck
N um ber

U nion
D u e s

Gary L Sterba 
7920 Ladasa pi 
A n c h  A K  9 9 5 0 7  

5 0 8 - 5 2 - 4 2 5  L

O w n e r / U p e rSAME

D e n n i s  T h o m a s  
3948 B o n i f a c e  #3 

A n c h  AK. 9 9 5 0 4
SAM E

E d w a r d  G u t o w s k y  
P u B o x  64 
D i l l a r d ,  OR 97432 

1 5 7 - 1 4 - 5 6 8 2

SAME O p e r a t o r

A n d y  S t e r b a  
7920 L a d a s a  Pi 
A n c h  A K  9 9 5 0 7  

5 J 7 - 8 2 - 8 0 A 8

Truck D r i v e r  
L a b o r e r



T- -

ALASKA DEPARTMENT OF LABOR 
LABOR STANDARDS & SAFETY DIVISION 
WAGE & HOUR ADM INISTRATION

CERTIFIED PAYROLL

NAME OF CONTRACTOR □  OR SUBCO NTRACTO R

Ground Up Construction

Sterba P H O N E  N O . 

349-9985

FOR W EEK  ENDINGPA YRO LL NO

N o n e
CO N TRA CTO R'S L IC E N S E  NO PR O JEC T  START DATE PR O JEC T  AND LOCATION

Service .tfOnshevl M/S

PR O JEC T  OR CONTRACT NO. 

Sport C o m p l e x  „

DEDUCTIONS

Perm anen t Dom icile  A dd re ss 
o ( Em p loyee  (No P o s l O ltice  

or S ta r Rou le  B o x e s )

N am e. M ailing  A ddress & 
S o c ia l S e cu r ity  Number of 

Em p loyee

To la l

~ rf to to H ours
H ours W orked E ach  P a y  W orked

G ross
Amount
Earned

Other

(E x ­
p la in )

T o la l

D educ
lio n s

H ourly
R o le
P a id

Net 
i Amount 

• Pa id

S p e c if ic  W ork 
C la s s if ic a t io n

Union

D ue s

C heck
N um berFICA

Gary L Sterba 
7 9 2 0  Ladasa Pi 
A n c h  A k  99507 
5 0 8 - 5 2 - 4 2 5 1

SAME Owner Oper

D e n n i s  T h o m a s  
3948 B o n i f a c e  #3 
A n c h  A K  9 9 5 0 4

E d w a r d  Gutowsky 
P 0  b o x  64 

D i l l a r d ,  OK 9 7432 
1 5 7 - 1 4 - 5 6 3 2

A n d y  S t e r b a  
792 0 L a d a s a  pi 
A n c h  A K  9 9 5 07  
5 3 7 - 8 2 - 8 0 4 8

SAME



FO R W EEK  ENOINGPA YRO LL NO. 

None

H ourly
R a le
Pa id

- AL*ASKA DEPARTMENT OF LABOR
LABOR STANDARDS & SAFETY DIVISION 
W AGE & HOUR ADM IN ISTRATION
n a m e  o f  c o n t r a c t o r  D  o r  s u b c o n t r a c t o r ^  Gary L Sterba 

Ground Up Construction

p r o j e c t  o r  c o n t r a c t  n o .  

sport Complex 

Water & sewer Outside

DEDUCTIONS

E S  D.

Union
D ue s

O lhar
(E x ­

p la in )

To la l
D ed u c ­

t ion s

Nel
Amount

Pa id

C heck
N um ber

A D D R ESS

7920 Ladasa pi

CO N TRA CTO R'S L IC EN SE  NO.

A12273

PR O JEC T  START DATE PR O JEC T  AND LOCATION 

Service Hansiiew H.s.

Nam e M ailin g  Add le s s  A 
S o c ia l S e cu r ity  Number o l 

Em p lo yee

Gary L Sterba 
7920 Ladasa Pi 
Anch AK 99507 

508-52-4251

1 Dennis lhor 3 

J°43 Boni je n?3 
Anch AK 9-./504

Pe rm anen t O om ici'e A ddress 

o l Em p loyee  (No P o st O llice  
or S tar Route B o xe s)

SAME

Edward Gutowsky 

P 0 b O a 64 

Dillard, Ok 97432 

157-14-5682

Andy Sterba 

7920 Ladasa Pi 
Anch AK 99507 
537-82-8048

SAMt

SAME

SAME

S p e c if ic  Work 
C la ss if ic a t io n

Owner Oper

Oper/Laoorer

Operator

Truck Driver

D ay  and  D a le

is 2 ! 7 ; r z : r i
H ours W o rk c a E a c h  Day

Tota l
H ours

W orked

P H O N E  NO. 

349-9985

G ro ss 
Amounl 
F am ed  FICA

1419.32

1698.88



ALASKA DEPARTMENT OF LABOR 
LABOR STANDARDS & SAFETY DIVISION 
WAGE & HOUR ADM IN ISTRATION
NAME OF CONTRACTOR □  OR SU BCO N TRA CTO R -CX- P H O N E  N OADDR

PA YROLL NO. FO R W EEK  ENOING CO N TRA CTO R S  L ie , PR O JE C T  START DATE PR O JE C T  AND LOCATION P R O JEC T  OR CONTRACT NO.

DEDUCTIONS

Name. M ailin g  A dd re ss & 
S o c ia l S e cu r ity  Num ber o l 

E m p lo yee

G ro ss
Amount
Earn ed

Pe rm an en t O om icile  A d d re ss 
o l Em p lo yee  (N o P o s t  O ltice  

or S ta r R ou te  B o x e s )

Total
H ours

W u iked

H ourly
R a te
P a id

Net
Amount

P a id

To ta l
D e d u C '

l io n s

S p e c if ic  W ork 
C la s s if ic a t io n

Union
D u e s

C heck
N um berFICA

' i < tr *5

o /-AOAS A PL



* 5 r . r - )*r-&!j?;*
ALASKA DEPARTMENT OF LABOR 
LABOR STANDARDS & SAFETY DIVISION 
WAGE & HOUR ADM IN ISTRATION

!7V

CERTIFIED  PAYROLL

MAW£ OF CONTRACTOR □  OR SU BCO N TRA CTO R IjJ

A  %  1  O o n K t
'AYROLL n o " I C R  W EEK  ENDING

S f c / i b A

1 / 3 / ^

CO N TRA CTO R'S L IC EN SE  NO.

A l y l ' S

P R O JE C T  STA RT DATE

l > / V  o / ^ 3

A D D R E SS  r\

'  ' H ' S - [ S a a j ^ /  j / A < t e

PHONE NO

• 3  V / -  5 / / V

P R O JE C T  AND LOCATION

5 t M l A l  l U p s h e i P _____ f l  £  -

•
D ay  and  D ate

i-

ame. M ailing  A dd re ss & Pe rm an en t D om ic ile  A d d re ss
S p e c if ic  W ork 
C la s s if ic a t io n

1 C Total H ourly

ic ia l Secu rity  N um ber of 
'  E m p lo ,e e

o l Em p lo yee  (No P o s t  O llico  
or S tar Rou te  B o x e s ) □ c. ft ^D u r sK vo rk ed  Ea<?h D ay

H ours

W orked

R ate
P a id

S U A - % *s ^ u U o i
s $ -  M 4 5 /

01
ST / 6 / o / £ $ 3 ?> C 'O a w

f 0

i< >  " f \ \ m A s

•
OT

5 I j . i o A - Z  A
ST / / / 0 L f t 2 l ? H I J W . r / 7

ru5 / A y fit ’ fc .'fl. t 0 ^  f t i jp a A C r  ^

OTO c - e d - A i o  A ST / ) / f f C C ;
f * 9 , H n

I B

A A O A S A  fJL T a i a c  K  D / W

OT

-e

5 , 3 7 -

: . i s '  
( »

Cf ■ M l
1 m 1 u

O l

ST

1 B

OT

ST

% f IB

OT

•
S t

1 B

OT

. . s '  ; ST
•

_ . . . . .  . . . . . . .  .
», •

„ _ ' - . _ -

G ro ss
Amount
Earned

/7 5 Z V 0

/ / 5 ^

PR O JE C T  OR CONTRACT NO.

^  A . / ) f e ' 44A51

FICA

Fed
W/H
Tax

DEDUCTIONS

Net
Amount

Pa id
C heck

N um berE S  0
Union
D ue s

Other
(E x -

p la in )

Tota l
D ed u c ­

tion s

r ) f4  fA/ J

/.Hi

/H i pAt J
4

j^A/d
•:

•

--------

•

X
\



H ourly
R a le
P a id

Q n e b x k A

O u ) t i e / Z .
M d / \ / l  D ^ .

ULL.I . L-.c-J - -»

LASKA DEPARTMENT OF LABOR 
ABOR STANDARDS & SAFETY DIVISION 
'AGE & HOUR ADM IN ISTRATION

C E RT iH E D  PAYROLL
A ; /  I

p o  fa/. n  / o ' ? j

r1 r( 5 i f

AME OF CONTRACTOR Q OR SU BCO N TRA CTO R ^  y  5  f-f/. fc)/

ou/o A  7 A  p Ciooszf
AYROLL NO.

a 3 ( D / 0 < s .

FO R W E ^ tt ENDING

W  9l/t3

CO N TRA CTO R S  l i c e n s e  n o .

A  / J ? 7 3
P R O JE C T  STA RT DATE

(*/ o / <S3
PR O JE C T  AND LOCATION

5^/4 U/ d <s //aV51z^  / / • £ > .

me. M ailing  A dd re ss & 
cie l S e cu r ity  N um ber o l 

Em p lo yee

Pe rm anen t O om icile  A d d re ss 
o l Em p loyee  (No P o s t  O llico  

or S ta r R ou te  B o x e s )

s *
. A< 

± Z. -
/«> ”7 ~~Kon>\f> s

AJ * fv\£ C & 3  

h AK  9 9 5 ^
■SV tu  <z

fi fi I/ tZfcA. To Ot-'A-'v, 5
-fl \Q ,lUlti  ̂ 0 .^£r^C3/-̂

STtRSQ 
/ . ^ A S A

\ / a :  W

S ^ A a c  

S 3  7 ”

S p e c if ic  W ork 
C la s s i l ic a l io n

O t e t J r t o A  

P m K 1 \A £L___

A D D R E S S " / T , PHONE NO.

3

D ay  and  D a le

H t: r
I  £

s f l  o-t 77”
1~1

TTL
To la l
H ours

W orked

G ro ss
Amount
Earn ed

PR O JEC T  OR CONTRACT NO.

FICA

DEDUCTIONS

Fed
W/H
Tax E  S  D.

Union
D ues

O lher
(Ex­

p la in )

To la l
O ed u c- 

_ lio n s

N et
Am ount

P aid
C heck

N um ber

A.>0f p f i  »‘ J

K)o f pAf d

T l U L ^ c J Z

d e t  p P J

O c i  f f l i A

Form  07-G05B (Ruv. 5/83



f r

M E M O P  .'DUM

T O : F i l e

F R O M : S S D  Jo * *

D A T E : 1 2 / 1 9 / 8 3

R e :  L & H  E n t e r p r i s e s  v. G r o u n d  U p  C o n s t r u c t i o n

O n  t h i s  d a t e  I s p o k e  a t  l e n g t h  w i t h  B r u c e  S i l v e r t h o r n  r e g a r d i n g  

t h e  s t a t u s  o f  t h e  m a t t e r .  H e  i s  e x p e c t i n g  t o  m e e t  w i t h  G a r y  S t e r o a

o n  t h e  m o r n i n g  o f  D e c e m b e r  20, 1 9 8 3 .  H e  i n d i c a t e d  t h a t  h e  h a d  n o t

t o l d  S t e r b a  t h a t  h e  w o u l d  b e  o r d e r i n g  t h e  S c h o o l  D i s t r i c t  t o  p a y  

t h e  w a g e s .  H e  w i l l ,  h o w e v e r ,  b e  i n s t r u c t i n g  t h e  S c h o o l  D i s t r i c t  t o  

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

p r e l i m i n a r y  i n q u i r y  m a y  b e  d u e .

I i n f o r m e d  h i m  o f  t h e  a f f i d a v i t  p r e p a r e d  b y  J u n i o r  R u s s e l l

f r o m  t h e  L  & H  j o b  l o g s ,  a n d  a g r e e d  t o  d e l i v e r  a c o p y  o f  t h e  a f f i d a v i t s  

t o  h i m  a s  s o o n  a s  p o s s i b l e .  I s e n t  i t  w i t h  S.iaron o n  t h e  a f t e r n o o n  

o f  1 2 / 1 9 / 8 3 .  I a l s o  r e a d  f r o m  i t  t h e  c o n f l i c t i n g  i n f o r m a t i o n  f r o m  

t h e  c e r t i f i e d  p a y r o l l  r e c o r d s .

H e  i n d i c a t e s  t h a t  a c o u p l e  o f  t h e  e m p l o y e e s  h a v e  e v e n  f i l e d  

c o n f l i c t i n g  c l a i m s  i n d i c a t i n g  t h a t  t h e r e  i s  m o r e  o w i n g  t h e m  t h a n  is 

s h o w n  o n  t h e  c e r t i f i e d  p a y r o l l  s u b m i t t e d  b y  S t e r b a .

O n c e  a g a i n  h e  r e i t e r a t e d  h i s  b e l i e f  t h a t  o w n e r s  w e r e  e n t i t l e d  

t o  p a y m e n t  u n d e r  t h e  A c t  a s  w e l l  a s  r e g u l a r  e m p l o y e e s .  I p o i n t e d  

o u t  t o  h i m  t h a t ,  b e f o r e  h e  m a d e  a m a j o r  m i s t a k e  i n  e n f o r c e m e n t ,  h e  

s h o u l d  i n q u i r e  f o r  a n  o p i n i o n  o f  t h e  a s s i s t a n t  a t t o r n e y  g e n e r a l  t h a t  

a d v i s e s  t h e  D e p a r t m e n t  o f  L a b o r .  H e  a l s o  i n d i c a t e d  t h a t  h i s  r e s e a r c h  

h a d  s h o w n  t h a t  G a r y  S t e r b a  w a s  t h e  o n l y  o w n e r  s h o w n  o n  t h e  c o n t r a c t o r ' s  

b o n d  a n d  b u s i n e s s  l i c e n s e .  I p o i n t e d  o u t  t o  h i m  t h a t  w a s  i r r e l e v a n t ,  

f o r  p u r p o s e s  o f  t h i s  j o b ,  s i n c e  D e n n y  T h o m a s  h a d  h e l d  h i m s e l f  o u t  a n d  

s i g n e d  t h e  c o n t r a c t  a s  a  c o - o w n e r .  H e n c e  T h o m a s  s h o u l d  a l s o  b e  d e a l t  

w i t h  a s  a n  o w n e r  w i t h  r e g a r d  t o  t h i s  c l a i m .  I f u r t h e r  u r g e d  h i m  t o  

o b t a i n  a n  o p i n i o n  o n  t h i s  f r o m  t h e  a t t o r n e y  g e n e r a l ' s  o f f i c e .

S i l v e r t h o r n  a d m i t t e d  t h a t  h e  w a s  n o t  a t t o r n e y ,  b u t  w a s  s i m p l y  

f o l l o w i n g  e n f o r c e m e n t  p r a c t i c e s  t h a t  a ~ e  a p p a r e n t l y  w e l l  e s t a b l i s h e d  

i n  t h e  d e p a r t m e n t .  T h e y  h a v e  a p p a r e n t l y  r o u t i n e l y  b e e n  e n f o r c i n g  

p a y m e n t  o f  w a g e s  t o  o w n e r s ,  a s  w e l l  a s  t o  e m p l o y e e s ,  w h e r e  t h e  s i t u a t i o n  

h a s  a r i s e n .

I a l s o  i n s i s t e d  t h a t  h e  t a k e  a n y  f u r t h e r  i n f o r m a t i o n  r r o m  S t e r b a ,  

T h o m a s  o r  t h e  e m p l o y e e s  u n d e r  o a t h ,  s i n c e  w e  w a n t e d  t h e  s a n c t i o n  o f  

p e r j u r y  o v e r  t h e i r  h e a d s  i f  t h e y  l i e d .  H e  s o u n d e d  a s  i f  h e  r e a l l y  

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

w h e t h e r  w a g e s  w e r e  d u e ,  a n d  n o t  t o  m a k e  a  c a s e  f o r  a n y b o d y .  I p o i n t e d  

o u t  to h i m  t h a t ,  o b v i o u s l y ,  h i s  f u n c t i o n  w a s  t o  g e t  t o  t h e  t r u t h  a n d  

t h e  b e s t  w a y  t o  g e t  t o  t h e  t r u t h  w a s  t o  t a k e  t e s t i m o n y  u n d e r  o a t h



r r

p a r t i c u l a r l y  w h e r e  t h e r e  w e r e  m a j o r  c o n f l i c t s .  I p o i n t e d  o u t  t h a t ,  

if h e  r e q u i r e d  a l l  o f  t h e  e v i d e n c e  t o  c o m e  i n  u n d e r  o a t h ,  h e  w a s  

m u c h  m o r e  l i k e l y  to g e t  t o  t h e  r e a l  t r u t h  e a r l i e r .

I a l s o  p o i n t e d  o u t  t h a t  s o m e  o f  t h i s  w o r k  h a d  b e e n  d o n e  b y  

G r o u n d  U p  d i r e c t l y  f o r  t h e  a c c o u n t  o f  t h e  S c h o o l  D i s t r i c t ,  a n d  t h a t  

w e  w e r e  b e i n g  c h a r g e d  a s  i f  i t  w a s  d o n e  f o r  u s .  H e  i n d i c a t e d  t h a t  

h e  w o u l d  c h e c k  w i t h  H a n s c o m b  H e r r y  t o  f i n d  o u t  a b o u t  t h i s  a s p e c t .

c c :  L e n  H a n n a m a n



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

T h i r d  J u d i c i a l  D i s t r i c t  )

To Whom it May Concern:

I am no longer an employee of L  & H Enterprises, Inc. Therefore, 
not having the employee to company loyalty I h'ave also had a 
past acquaintance and friendship with Ground-Up Construction, as 
well as a working relationship with them. I believe I am a 
neutral party in this matter of L & H Enterprises, Ino. vs. 
Ground-Up Construction.

I r e m e m b e r  t h e  c o n t r a c t  v e r y  w e l l ,  a s  I n e g t o i a t e d  i t  w i t h  D e n n y  

T h o m a s  p e r  i n s t r u c t i o n s  f r o m  G a r y  S t e r b a .  D e n n y  T h o m a s  i n f o r m e d  

m e  t h a t  h e  w a s  c o - o w n e r .  I d i d  n o t  q u e s t i o n  i f  t h a t  m e a n t ,  a l l  

p a s t  w o r k ,  a l l  f u t u r e  w o r k  o r  j u s t  t h i s  p a r t i c u l a r  j o b .

On August 3, 1983 and August 4, 1983, Denny Thomas called Bob 
Kirkman (L L H Office per phone record,) to get L & H Enterprises' 
record of days worked on this job by Ground-Up personnel. These 
I supplied after our office notified Ground-Up to send copies of 
Certified Payroll. I have noted several discrepancies from our 
job log and time sheets turned in by Gary Sterba.

The record shows 2 loads of pipe hauled in, 2 loads of asphalt 
and broken concrete hauled off. The last load going with trailer 
and backhoe, therefore, the work was not in excess of four each 
-V days for the truck driver, or a total of 2 full days. Note: 
Total job they show the time for truck driver as 8 days. There 
was not any fill or bedding hauled to the job. This man was not 
on the job 8 days.

A copy of the Certified Payroll time sheets turned in by Ground- 
Up Construction no way matches the job log. Time sheets for the 
week ended July 3, 1983 and for the day of June 27 show Gary 
Sterba working 16 hours. The job log shows him arriving on the 
job at j0:00am. As he indicated working 16 hours, this would 
mean he would not have gotten off until 2:00am the next morning. 
Also his certified payroll show his men working the same day, 
only got 11 hours. Something is amiss in their records. On 
July 11, 1983 the log book shows Ground-Up (Gary Sterba and 
Denny Thomas) arriving on the job at 3:00pm then showing on the 
time sheet only Gary Sterba working 12 hours. No one else from
Ground-Up was working. On July 14, 1983 shown by log book, Gary
Sterba left the job at ll:30ara yet claimed 8 hours.

We have to assume the time sheet of week ending June 26, 1983 is 
really week ending July 17, 1983. Week ending June 26, 1983 is 
a week before their job even started. It looks as if after L & H 
Enterprises, Inc. gave dates of work on job, that Ground-Up 
went back 6 weeks and guessed on hours worked, and net very 
accurately I might add.

O n  J u i y  17, 1983, G r o u n d - U p  C o n s t r u c t i o n  w o r k e d  o n  c o n t r a c t  

b e t w e e n  A n c h o r a g e  S c h o o l  D i s t r i c t  a n d  G r o u n d - U p ,  a s e p a r a t e  c o n ­

t r a c t  t o  t h a t  o f  o u r s ,  y e t  S t e r b a  i s  c l a i m i n g  8 h o u r s  o f  t i m e

to t h e  L & H j o b .  O n  J u l y  15, 1983 t h e y  w e r e  w o r k i n g  o n  t h e

a f o r e  m e n t i o n e d  c o n t r a c t  a n d  c h a r g e d  L & H E n t e r p r i s e s  12 m a n  

h o u r s .  T h i s  is c o n f i r m e d  b y  o u r  job l o g .  P e r h a p s  C e r t i f i e d



Payroll on the other contract with the School District will shov; 
this discrepancy. Maybe an oversight on their part. It is 
impossible from the Ground-Up time sheets to match our job log.

Andy Sterba was never an operator on this job yet time sheets 
show him as such. It is real confusing as to what they are 
trying to do. It looks as if they are guessing on their hours 
rather than being accurate.

I have no argument on hours for Denny Thomas. Though accurate 
hours on him were not properly kept, as he would leave the job 
during work hours and did so on many occasions and would also 
show up late. He was looking and bidding other work and charging 
hours to L & H job as it appears and was told to me.

The most accurate hours would be on Ed Growkoski. However, both 
Ed Growkoski and Gary Sterba are listed as operators on the same 
days. It is very hard in an 8 hour day to get in 16 hours of 
operators time on one piece of equipment. They only had one 
backhoe.

As a former employee of L & H Enterprises, Inc. I am under no 
obligation, connection, or ties with L & H Enterprises, Inc. at 
this time.

I f  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e  p l e a s e  b e  a d v i s e d  t h a t  I w i l l  

b e  g a l d  to h e l p ,  L o g  b o o k s ,  t i m e  s h e e t s  a n d  p e r s o n a l  k n o w l e d g e  

o f  t h e  a b o v e  is t r u e  t o  t h e  b e s t  o f  m y  k n o w l e d g e .

Best Regards, 
JR Russel

v

Subscribed and sowrn to before me 
this / C day of December, 1983.

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

M y  c o m m i s s i o n  e x p i r e s ;



Alaska State Legislature

Speaker of the House of Representatives Pouch V 

State Capitol 

Juneau AK 99811 

(907)465-3720
Official B tu in e s

A p r i l  2 4, 1 9 8 4

M r .  L e n  H a n n a m a n

P r e s i d e n t ,  L  & H E n t e r p r i s e s ,  I n c .

P . O .  B o x  1 1 1 5 9 3  

A n c h o r a g e ,  A l a s k a  9 9 5 1 1

D e a r  M r .  H a n n a m a n :

T h a n k  y o u  f o r  t h e  l e t t e r  a n d  i n f o r m a t i o n  r e g a r d i n g  t h e  i n v e s t ­

i g a t i o n  y o u  h a v e  r e q u e s t e d  o f  a r e c e n t  W a g e  a n d  H o u r  A d m i n i ­

s t r a t i o n  p r o b e .  I a p p r e c i a t e  t h e  a m o u n t  o f  t i m e  a n d  e f f o r t  

y o u  s p e n t  c o m p i l i n g  t h i s  i n f o r m a t i o n .

I n v e s t i g a t i o n s  o f  t h i s  n a t u r e  o f t e n  p r o v e  t o  b e  d i f f i c u l t  a n d  
t i m e  c o n s u m i n g .  H o w e v e r ,  e r r o r s  a r e  o f t e n  m a d e  d u r i n g  t h i s  

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

t i o n  t o  R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  o f  t h e  H o u s e  

L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  f o r  f u r t h e r  r e v i e w .  T h i s  

J o m m i t t e e  i s  b e s t  e q u i p p e d  t c  c o n d u c t  s u c h  a n  i n v e s t i g a t i o n  

a n d  d e t e r m i n e  w h e t h e r  n e w  l e g i s l a t i o n  w o u l d  b e  r e q u i r e d  t o  

r e c t i f y  t h e  s i t u a t i o n .

T h a n k s  a g a i n  f o r  y o u r  i n p u t .  I f  I c a n  b e  o f  a d d i t i o n a l  

a s s i s t a n c e ,  p l e a s e  f e e l  f r e e  t o  c o n t a c t  m e  a t  m y  J u n e a u  

o f f i c e .

V e r y  t r u l y  y o u r s ,

J o e  L. H a y e s  

S P E A K E R  O F  T H E  H O U S E

J L H :s m h



Enterprises Inc.

M a r c h  28, 1984

J o e  L. H a y e s

S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s  
P o u c h  W O  ( M a i l  S t o p  3 1 0 0 )

J u n e a u ,  A K  9 9 8 1 1

D e a r  S p e a k e r  H a y e s :

E n c l o s e d  is a c o p y  o f  a r e q u e s t  f o r  i n v e s t i g a t i o n  I h a v e  s e n t  to

Mr. C h e n o w e t h ,  t h e  S t a t e  O m b u d s m a n ,  p e r t a i n i n g  to a n

i n v e s t i g a t i o n  b e i n g  p e r f o r m e d  b y  t h e  W a g e  & H o u r  A d m i n i s t r a t i o n ,  

L a b o r  S t a n d a r d s  & S a f e t y  D i v i s i o n  o f  t h e  D e p a r t m e n t  o f  L a b o r .

A f t e r  y o u  h a v e  h a d  a c h a n c e  to r e a d  t h e  c o n t e n t s  o f  m y  l e t t e r  to

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

a d d r e s s  t h e  i m p a c t  o f  t h e  i n t e r p r e t a t i o n  t h a t  is b e i n g  p l a c e d  o n  

t h e  r e g u l a t i o n s  a n d  t h e  e n a o l i n g  s t a t u t e  a s  t o  w h o  t h e  
b e n e f i c i a r i e s  o f  t h e  l a w  a r e .  Mr. S i l v e r t h o r n ,  t h e  i n v e s t i g a t o r  

a s s i g n e d ,  t a k e s  t h e  p o s i t i o n  t h a t  t h e  s t a t u t e  in q u e s t i o n  

p e r t a i n s  to p a y m e n t  o f  w a g e s  to a l l  p e r s o n n e l  w h o  p r o v i d e  w o r k  o n  

a c o n s t r u c t i o n  p r o j e c t  f o r  t h e  S t a t e  o f  A l a s k a  o r  o n e  o f  i t s  

p o l i t i c a l  s u b d i v i s i o n s ,  e v e n  if s o m e  o f  t h o s e  p e o p l e  a r e  t h e  

o w n e r s  o f  t h e  c o n t r a c t o r  w h o  u n d e r t o o k  to p e r f o r m  t h e  s e r v i c e s  b y  
c o n t r a c t .  In t h e  i n s t a n t  c a s e ,  t h e  s u b c o n t r a c t  b e t w e e n  L  & H 

E n t e r p r i s e s ,  Inc .  a n d  G r o u n d  U p  C o n s t r u c t i o n ,  a p a r t n e r s h i p  o w n e d  

b y  G a r y  S t e r b a  a n d  D e n n i s  T h o m a s ,  w a s  f o r  $ 1 4  5 5 0 .  D u e  to t h e  
f a i l u r e  o f  G r o u n d  U p  t o  p r o p e r l y  p e r f o r m  t h e  w o r k ,  a n d  t h e  

r e q u i r e m e n t  t h a t  L & H h a d  to m a k e  g o o d  t h a t  p o r t i o n  o f  t h e  w o r k ,  

as  p a r t  o f  i t s  d u t i e s  a s  g e n e r a l  c o n t r a c t o r ,  L  & H h a d  b a c k  

c h a r g e s  f o r  a l m o s t  t h e  f u l l  a m o u n t  o f  t h e  c o n t r a c t .

N e v e r t h e l e s s ,  M r .  S t e r b a  a n d  Mr. T h o m a s  h a v e  m a d e  w a g e  c l a i m s  o f  
a p p r o x i m a t e l y  $ 1 1 , 0 0 0 , in a d d i t i o n  to w a g e  c l a i m s  b y  t w o  o t h e r  

m e n  t h e y  c l a i m  w o r k e d  f o r  t h e m  o n  t h e  p r o j e c t  a m o u n t i n g  to a 

l i t t l e  o v e r  $ 6 , 0 0 0 .  B a s e d  o n  Mr. S i l v e r t h o r n 's " i n v e s t i g a t i o n , "  

t h e  s c h o o l  d i s t r i c t  h a s  b e e n  o r d e r e d  to w i t h h o l d  t h e  f u l l  

$ 1 7 , 6 3 9 . 5 4 ,  i n c l u d i n g  a l m o s t  $ 1 1 , 0 0 0  f o r  S t e r b a  a n d  T h o m a s ,  f r o m

General Contractors/Design Build Services 

P.O. B o x  111593/Anchorage, Alaska 99511/Phone: (907) 349-2559

a u t h o r i z e d  b u i l d e r  atlantic
AbuiHinc systems, inc.



L & H E n t e r p r i s e s ,  I n c . ,  s i n c e  G r o u n d  U p  C o n s t r u c t i o n  d i d  n o t  p a y  

a n y  w a g e s  to a n y  o f  t h e  p e r s o n n e l  i n v o l v e d  in t h e  p r o j e c t .

Y o u  w i l l  n o t e  f r o m  o u r  r e p o r t  to M r .  C h e n o w e t h  t h e  c r i t i c i s m s  w e  

h a v e  o f  t h e  m e t h o d s  o f  i n v e s t i g a t i o n  t h a t  a r e  b e i n g  e m p l o y e d  b y  

t h i s  d i v i s i o n  o f  t h e  S t a t e  o f  A l a s k a .  H o w e v e r ,  e v e n  m o r e  

d i s t r e s s i n g ,  a n d  t h e  s u b j e c t  t h a t  I w o u l d  a p p r e c i a t e  t h e  

l e g i s l a t u r e  a d d r e s s i n g  i t s e l f  t o, i s  t h e  i m p a c t  o f  t h i s  k i n d  o f  

e n f o r c e m e n t  p r a c t i c e  o n  c o n t r a c t i n g  o n  p u b l i c  w o r k s  p r o j e c t s  in 
t h e  S t a t e  o f  A l a s k a .

If M r .  S i l v e r t h o r n  is r i g h t  in h i s  i n t e r p r e t a t i o n ,  a n y t i m e  a 

s u b c o n t r a c t o r  f a i l s  to p e r f o r m  o n  a p u b l i c  w o r k s  p r o j e c t s ,  t h e  

o w n e r s  o f  t h e  s u b c o n t r a c t o r  c a n  e s s e n t i a l l y  g e t  b a c k  a l l  o r  e v e n  

m o r e  t h a n  w h a t  t h e y  e x p e c t e d  t o  m a k e  f r o m  t h e  p r o j e c t  t h r o u g h  

w a g e  c l a i m s ,  b r e a c h  t h e i r  c o n t r a c t  a n d  f a i l  to p e r f o r m ,  c a u s e  

t h e i r  u p s t r e a m  c o n t r a c t o r  to e x p e n d  s u b s t a n t i a l  s u m s  o f  m o n e y  to 

c o m p l e t e  t h e  w o r k  t h a t  s u b c o n t r a c t o r  h a s  u n d e r t a k e n  to p e r f o r m ,  
a n d ,  in a d d i t i o n ,  h a v e  t o  p a y  o u t  o f  i t s  p o c k e t  s o - c a l l e d  " w a g e s "  

o f  t h e  o w n e r s  o f  t h e  s u b c o n t r a c t o r  t h a t  d e f a u l t e d .  If t h a t  in 

f a c t  is t h e  l a w  o f  t h e  S t a t e  o f  A l a s k a ,  I s u s p e c t  t h e  s t a t e  a n d  
i t s  p o l i t i c a l  s u b d i v i s i o n s  a r e  g o i n g  to f i n d  it i n c r e a s i n g l y  

d i f f i c u l t  to o b t a i n  r e a s o n a b l e  b i d s  f r o m  c o n t r a c t o r s  to p e r f o r m  

t h e i r  p r o j e c t s .

Y o u r  i n q u i r y  i n t o  t h i s  m a t t e r  w o u l d  b e  v e r y  m u c h  a p p r e c i a t e d .  If 

Mr. S i l v e r t h o r n  is i n c o r r e c t l y  i n t e r p r e t i n g  t h e  l a w ,  p e r h a p s  h e  

s h o u l d  b e  s e t  s t r a i g h t .  If h e  is c o r r e c t l y  i n t e r p r e t i n g  it, 

o b v i o u s l y  t h e  l e g i s l a t u r e  n e e d s  to t a k e  s o m e  c o r r e c t i v e  a c t i o n .

J o e  L. H a y e s
M arch 2.'3r 1984
P a g e  Two

L  t'< H E n t e r p r i s e s ,  Inc .

c c :  A l l  L e g i s l a t i v e  M e m b e r s

G o v e r n o r  W i l l i a m  S h e f f i e l d
E n e l .



Enterpr ises bnc.

M a r c h  28, 1984

J a c k  C h e n o w e t h

O m b u d s m a n

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

P o u c h  W O  ( M a i l  S t o p :  3 0 0 0 )

J u n e a u , A K  9 9 8 1 1

Re :  D e p a r t m e n t  o f  L a b o r  W a g e  & H o u r s  v. L & H E n t e r p r i s e s

D e a r  Mr. C h e n o w e t h :

B r u c e  S i l v e r t h o r n ,  i n v e s t i g a t o r  f o r  t h e  W a g e  & H o u r  

A d m i n i s t r a t i o n ,  L a b o r  S t a n d a r d s  a n d  S a f e t y  D i v i s i o n  o f  t h e  

D e p a r t m e n t  o f  L a b o r  in A n c h o r a g e  h a s  i n i t i a t e d  a p r o c e e d  ir.a w h i c h  

h a s  r e s u l t e d  in t h e  A n c h o r a g e  S c h o o l  D i s t r i c t  w i t h h o l d i n g  r h e  s u m  

o f  $ 1 7 , 6 3 9 . 5 4  f r o m  m y  c o m p a n y ,  L & H E n t e r p r i s e s ,  In c . ,  in 

c o n n e c t i o n  w i t h  w o r k  w e  a r e  p e r f o r m i n g  o n  t h e  A n c h o r a g e  S e r v i c e -  

H a n s h e w  S p o r t s  C o m p l e x ,  F W A  1 1 8 3 - 0 2 5 .

B e c a u s e  o f  t h e  p r o c e s s  t h a t  Mr. Silvert.'.orn is e m p l o y i n g ,  a n d  

s o m e  o f  t h e  r a t i o n a l e  h e  is p r o c e e d i n g  u n d e r ,  I h e r e b y  r e q u e s t  

t h a t  y o u  i n v e s t i g a t e  t h i s  m a t t e r .  O n  o r  a o o u t  N o v e m b e r  18, 1 9 8 2 ,  
L & H E n t e r p r i s e s ,  I n c . ,  a s  g e n e r a l  c o n t r a c t o r ,  c o n t r a c t e d  w i t h  

t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  S c h o o l  D i s t r i c t  for t h e  t u r n k e y  

c o n s t r u c t i o n  o f  t h e  S e r v i c e - H a n s h e w  S p o r t s  C o m p l e x .  O n  M a y  24, 
1 9 8 3 ,  L  & H s u b c o n t r a c t e d  w i t h  G r o u n d  U p  C o n s t r u c t i o n  f o r  c e r t a i n  

e x c a v a t i o n  w o r k ,  i n s t a l l a t i o n  o f  w a t e r  l i n e s ,  b a c k f i l l i n g ,  

c o m p a c t i n g ,  t e s t i n g  a n d  i n s p e c t i o n ,  f o r  a t o t a l  s u b c o n t r a c t  p r i c e  
O l $ 1 4 , 5 5 0 .  T h e  s u b c o n t r a c t  w a s  s i g n e d  b y  D e n n i s  T h o m a s ,  

r e f l e c t i n g  t h a t  h e  w a s  " c o - o w n e r "  o f  G r o u n d  U p  C o n s t r u c t i o n ,

T h i s  s u b c o n t r a c  w a s  s i g n e d  o n  J u n e  3, 1983.

In t h e  c o u r s e  o f  p e r f o r m a n c e  b y  G r o u n d  U p  C o n s t r u c t i o n ,  G r o u n d  U p  

d a m a q e d  u n d e r g r o u n d  u t i l i t y  l i n e s  a n d  e x i s t i n g  c o n c r e t e  c u r b i n g ,  
i m p r o p e r l y  c o m p a c t e d  a n d  f i l l e d  in t r e n c h e s ,  a n d  o t h e r w i s e  f a i l e d  

p r o p e r l y  to p e r f o r m  u n d e r  i t s  s u b c o n t r a c t .  A s  a r e s u l t ,  L & H 

b a c k  c h a r g e d  G r o u n d  U p  C o n s t r u c t i o n  t h e  s u m  o f  $ 1 2 , 2 9 0 . 2 0  to 
c o r r e c t  a n d  c o m p l e t e  G r o u n d  U p ' s  w o r k .
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A t  t h e  t i m e  t h a t  M r .  S i l v e r t h o r n  b e g a n  i n v e s t i g a t i n g  the m a t t e r ,  

a n d  n o t i f i e d  L & H o f  h i s  i n v e s t i g a t i o n ,  d u e  to t h e  s i z e  o f  t h e  
b a c k  c h a r g e ,  a n d  t h e  f a c t  t h a t  L  & H h a d  ~ o t  y e t  b e e n  p a i d  b y  t h e  

m u n i c i p a l i t y  for a p o r t i o n  o f  t h e  w o r k  c o v e r e d  b y  t h e  G r o u n d  U p  
s u b c o n t r a c t ,  L & H h a d  n o t  d i s b u r s e d  a n y  p a y m e n t  to G r o u n d  U p  
u n d e r  t h e  s u b c o n t r a c t .

In l a t e  N o v e m b e r ,  M r. S i l v e r t h o r n  w a s  in e o u c h  w i t h  L & n to 

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

u n p a i d  w a g e s  b e i n g  a s s e r t e d  b y  M r .  T h o m a s ,  G a r y  S t e r b a ,  t h e  o t h e r  

o w n e r  o f  G r o u n d  U p  C o n s t r u c t i o n ,  Ed G r a k o w s k v  a n d  A n d y  S t e r b a ,  a 
r e l a t i v e  o f  G a r y  S t e r b a .

A l t h o u g h  r e q u i r e d  b y  l a w  to p r o v i d e  t i m e l y  c e r t i f i e d  p a y r o l l s  

s w o r n  u n d e r  o a t h  in c o n n e c t i o n  w i t h  t h e  p r o j e c t  in q u e s t i o n ,  

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

a b o u t  t ' c o m m e n c e m e n t  o f  Mr. S i l v e r t h o r n 's i n v e s t i g a t i o n ,  G r o u n d  
U p  d i d  r b m i t  a b r e a k d o w n  i n d i c a t i n g  w h e n  e a c h  o f  t h e  f o u r  m e n  in 

q u e s t i o n  w o r k e d  o n  t h e  p r o j e c t  in q u e s t i o n ,  t h e  a m o u n t  th.\-v w e r e  

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

M r .  S i l v e r t h o r n  s e n t  t h i s  d o c u m e n t  to L ; ~ E n t e r p r i s e s ,  m :  

r e q u e s t e d  t h a t  w e  e v a l u a t e  it. O u r  s u p e r i n t e n d e n t  o n  t h e  

p r o j e c t ,  J u n i o r  R u s s e l l ,  d i d  c o m p a r e  t h e  " p a y r o l l "  d o c u m e n t s  
s u b m i t t e d  b y  G r o u n d  U p ,  a n d  p r o v i d e d  a n  a f f i d a v i t  d a t e d  
D e c e m b e r  16, 1983, a c o p y  o f  w h i c h  w a s  s e n t  to Mr. S i l v e r t n o r n .

In t h e  a f f i d a v i t ,  Mr. R u s s e l l  p o i n t s  o u t  t h a t  t h e r e  w e r e  m a n y  

g l a r i n g  e r r o r s  in t h e  j o b  l o g  a n d  t i m e  s h e e t s  s u b m i t t e d  to t h e  

d e p a r t m e n t  b y  G r o u n d  Up. F o r  e x a m p l e ,  t h o s e  r e c o r d s  c l a i m e d  

e i g h t  d a y s  o f  e m p l o y m e n t  f o r  a t r u c k  d r i v e r ,  w h e n  in f a c t  a t r u c k  
w a s  o n l y  u s e d  o n  a m a x i m u m  o f  f o u r  d i f f e r e n t  d a y s ,  for n o t  m o r e  
t h a n  o n e - h a l f  d a y  e a c h ,  f o r  a t o t a l  o f  t w o  f u l l  d a y s .

F u r t h e r m o r e ,  t h e  t i m e  s h e e t s  t u r n e d  in b y  G r o u n d  U p  in no w a y  
m a t c h e d  L  & H ' s  j o b  l o g .

Mr. R u s s e l l  a l s o  p o i n t e d  o u t  t h a t  G r o u n d  U p  e n t e r e d  a s e p a r a t e
c o n t r a c t  w i t h  t h e  s c h o o l  d i s t r i c t  to p e r f o r m  s o m e  r e p a i r s  to a 

b r o k e n  p i p e ,  w h i c h  w a s  n o t  p a r t  o f  t h e  s u u - o n t r a c t  w i t h  L & H, 

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

b y  G r o u n d  U p  e m p l o y e e s  in c o n n e c t i o n  w i t h  t h e  S e r v i c e - H a n s h e w  

p r o j e c t .  O f  c o u r s e ,  t h a t  w a s  n o t  t h e  r e s p o n s i b i l i t y  o f  L & H.

F i n a l l y ,  h e  p o i n t e d  o u t  t h a t  A n d y  G t e r b a  w a s  n e v e r  o n  t h e  j o b ,

n o t w i t h s t a n d i n g  t h e  i n d i c a t i o n  o f  t h e  t i m e  s h e e t s  p r o v i d e d  b y
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G r o u n d  U p .  F u t h e r m o r e ,  h e  p o i n t e d  o u t  t h a t  Ed G r a k o w s k y  a n d  G a r y  

S t e r b a  b o t h  w e r e  l i s t e d  a s  o p e r a t o r s  o f  e q u i p m e n t  o n  t h e  s a m e  

d a y ,  a n d  w e r e  c l a i m i n g  e i g h t  h o u r s  a p i e c e ,  o r  a c o m b i n a t i o n  o f  

16 h o u r s  a s  o p e r a t o r s  o n  t h e  s a m e  p i e c e  o f  e q u i p m e n t  o n  t h e  s a m e  

d a y .  T h e y  o n l y  h a d  o n e  b a c k h o e ,  a n d  b e t w e e n  t h e m ,  d u r i n g  a 

s t r a i g h t  t i m e  d a y ,  c o u l d  n o t  h a v e  g o t t e n  in m o r e  t h a n  an 
a g g r e g a t e  o f  e i g h t  h o u r s .

T h e s e  a n d  o t h e r  s u b s t a n t i a l  d i s c r e p a n c i e s  w e r e  p r o m p t l y  m a d e  
k n o w n  to Mr. S i l v e r t h o r n .

N e v e r t h e l e s s ,  b a s e d  u p o n  t h e  t i m e  s h e e t s  s u b m i t t e d  b y  G r o u n d  U p  

C o n s t r u c t i o n ,  o n  D e c e m b e r  22, 1 9 8 3 ,  J e a n e  M o r g a n ,  Mr.

S i l v e r t h o r n 's s u p e r v i s i n g  i n v e s t i g a t o r ,  s e n t  a l e t t e r  to the 

s c h o o l  d i s t r i c t  i n s t r u c t i n g  t h e  s c h o o l  d i s t r i c t ,  p u r s u a n t  to 
A . S .  3 6 . 0 5 . 0 7 0 ( c )  to w i t h h o l d  $ 1 3 , 1 2 9  f r o m  L  & H E n t e r p r i s e s '  

c o n t r a c t .  T h e r e a f t e r ,  in F e b r u a r y  1 9 8 4 ,  Mr. S i l v e r t h o r n  r e c e i v e d  

a n e w  " c e r t i f i e d  p a y r o l l "  p r o v i d e d  b y  G a r y  S t e r b a  o f  G r o u n d  U p  
C o n s t r u c t i o n .  Mr. S t e r b a  a p p a r e n t l y  i n f o r m e d  h i m  t h a t  t h e  f i r s t  

r e p o r t  w a s  e r r o n e o u s ,  b u t  t h e  s e c o n d  r e p o r t ,  a f t e r  c o n s i d e r i n g  

Mr. R u s s e l l ' s  a f f i d a v i t ,  w a s  m o r e  a c c u r a t e .  A  c o p y  o f  t h a t  w a s  

s e n t  to L  & H  E n t e r p r i s e s .  T h a t  s o - c a l l e d  " c e r t i f i e d  p a y r o l l "  

w a s  n o t  c e r t i f i e d ,  w a s  n o t  p r e s e n t e d  u n d e r  o a t h ,  n o r  w a s  it 

s i g n e d  b y  Mr. S t e r b a  o r  a n y o n e  e l s e .  It r a d i c a l l y  d e p a r t e d  f r o m  
t h e  e a r l i e r  " c e r t i f i e d  p a y r o l l "  t h a t  G r o u n d  U p  h a d  s u b m i t t e d  to 

t h e  D e p a r t m e n t  o f  L a b o r ,  a n d  a s  a r e s u l t  o f  it, M s. M o r g a n  s e n t  a 

n e w  l e t t e r  to t h e  s c h o o l  d i s t r i c t  o n  J a n u a r y  31, 1 9 8 4  i n s t r u c t i n g  
t h e  s c h o o l  d i s t r i c t  to w i t h h o l d  a n  e v e n  l a r g e r  s u m ,  $ 1 7 , 6 3 9 . 5 4 ,  

f r o m  L  & H ' s  c o n t r a c t .

M y  a t t o r n e y ,  S t e p h e n  S. D e L i s i o ,  o n  F e b r u a r y  21, 1 9 8 4 ,  s p o k e  w i t h  

M r .  S i l v e r t h o r n  a b o u t  t h e  d o c u m e n t  w e  h a d  n o w  b e e n  p r o v i d e d  a s  

t h e  l a t e s t  " c e r t i f i e d  p a y r o l l "  o f  G r o u n d  U p  C o n s t r u c t i o n .  Mr. 

S i l v e r t h o r n  a d v i s e d  Mr. D e L i s i o  t h a t  it w a s  n e i t h e r  s i g n e d  n o r  

s w o r n  to b y  Mr. S t e r b a  o r  a n y o n e  e l s e ,  s i n c e ,  b y  s i g n i n g  it, t h e y  

w o u l d  b e  r e p r e s e n t i n g  t h a t  t h e  w a g e s  h a d  b e e n  p a i d ,  w h e n  t h e  

w a g e s  h a d  n o t  b e e n  p a i d .  A p p a r e n t l y  n o  w a g e s  w h a t e v e r  w e r e  p a i d  
to a n y  o f  t h e  f o u r  m e n  in q u e s t i o n ,  i n c l u d i n g  t h e  t w o  o w n e r s ,

G a r y  S t e r b a  a n d  D e n n i s  T h o m a s .  Mr. D e L i s i o  t h e n  r e q u e s t e d  Mr. 
S i l v e r t h o r n  to o b t a i n  a n  a f f i d a v i t  f r o m  s o m e o n e  at G r o u n d  Up 

C o n s t r u c t i o n  t o  t h e  e f f e c t  t h a t  t h e  i n f o r m a t i o n  c o n t a i n e d  in t h e  

m o s t  r e c e n t  d o c u m e n t s  s u b m i t t e d  b y  G r o u n d  U p  w a s  a c c u r a t e .  M r. 
S i l v e r t h o r n  i n d i c a t e d  t h a t  he s h o u l d  b e  a b l e  e a s i l y  to d o  so.
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H o w e v e r ,  a m o n t h  e l a p s e d  a f t e r  t h a t  c o n v e r s a t i o n ,  b e f o r e  w e  w e r e  
p r o v i d e d  s u c h  a f f i d a v i t  o r  f u r t h e r  d o c u m e n t a t i o n  f r o m  M r. 

S i l v e r t h o r n  o r  a n y o n e  e l s e .  It f i n a l l y  a r r i v e d  M a r c h  22, 1984, 
a n d  a c o p y  i s  e n c l o s e d .

Mr. S i l v e r t h o r n  a s k e d  L & H to m a k e  a n  a n a l y s i s  o f  t h e  s e c o n d  

p a y r o l l  d o c u m e n t  f r o m  G r o u n d  U p ,  b u t  w e  a d v i s e d  h i m  t h a t  J u n i o r  

R u s s e l l ,  t h e  s u p e r i n t e n d e n t  w h o  w o u l d  h a v e  to d o  t h e  a n a l y s i s ,  

w a s  t r a v e l i n g  in t h e  L o w e r  48 S t a t e s ,  a n d  w a s  n o t  e x p e c t e d  b a c k  

u n t i l  a p p r o x i m a t e l y  M a y .  W e  d o  n o t  h a v e  c o n t a c t  w i t h  Mr. R u s s e l l  
d u r i n g  t h e  w i n t e r  m o n t h s ,  w h e n  h e  i s  o f f  d u t y ,  a n d ,  a l t h o u g h  w e  

h a v e  m a d e  a t t e m p t s  to l o c a t e  h i m ,  w e  h a v e  n o t  y e t  d o n e  so. 

A c c o r d i n g l y  w e  h a v e  n o t  b e e n  a b l e  to f u r t h e r  a n a l y z e  G r o u n d  U p ' s  
m o s t  r e c e n t  r e c o n s t r u c t i o n  o f  t h e  t i m e  i t s  p e r s o n n e l  a l l e g e d l y  

w o r k e d  o n  t h e  p r o j e c t  e x c e p t  a s  p r e v i o u s l y  d o n e  b y  J u n i o r  

R u s s e l l .  Of c o u r s e ,  M r .  R u s s e l l ' s  c r i t i q u e  w a s  t h e n  i n t o  a c c o u n t  
b y  G r o u n d  U p  in r e w o r k i n g  i t s  a n a l y s i s .

A l t h o u g h  t h e  r e g u l a t i o n s  u n d e r  w h i c h  Mr. S i l v e r t h o r n  is o p e r a t i n g  
e n t i t l e  L & H E n t e r p r i s e s  to a f u l l  h e a r i n g ,  a n d  a n  o p p o r t u n i t y  

t o  e x a m i n e  t h e  e v i d e n c e  s u p p o r t i n g  t h e  W a g e  & H o u r ' s  i n s t r u c t i o n s  

to t h e  s c h o o l  d i s t r i c t  to w i t h h o l d  f u n d s  f r o m  L & H, a n d  a l t h o u g h  

L & H h a s  r e q u e s t e d  a n  o p p o r t u n i t y  f o r  s u c h  a h e a r i n g ,  n o n e  h a s  

y e t  b e e n  m a d e  a v a i l a b l e ,  a l t h o u g h  t h e  m a t t e r  h a s  b e e n  u n d e r  

i n v e s t i g a t i o n  n e w  f o r  m o r e  t h a n  f o u r  m o n t h s ,  a n d  a s u b s t a n t i a l  
s u m  o f  m o n e y  h a s  b e e n  w i t h h e l d  f r o m  L  & H b y  t h e  s c h o o l  d i s t r i c t  

f o r  m o r e  t h a n  t h r e e  m o n t h s .

F u r t h e r m o r e ,  a n d  e v e n  m o r e  i n c r e d i b l y ,  M r. S i l v e r t h o r n  t a k e s  t h e  

p o s i t i o n  t h a t  t h e  t w o  o w n e r s  o f  t h e  c o m p a n y ,  G a r y  S t e r b a  and 

D e n n i s  T h o m a s ,  a r e  e n t i t l e d  to b e  p a i d  t h e i r  w a g e s  b y  L & H 
E n t e r p r i s e s ,  d u e  to t h e  f a i l u r e  o f  G r o u n d  U p  C o n s t r u c t i o n  to d o  

s o ,  j u s t  a s  a n y  o f  t h e  e m p l o y e e s  o f  t h a t  c o m p a n y  m i g h t  b e  

e n t i t l e d  u n d e r  t h e  l a w .  O f  t h e  $ 1 7 , 6 3 9 . 5 4  b e i n g  w i t h h e l d  f r o m  

L & H E n t e r p r i s e s  b y  t h e  s c h o o l  d i s t r i c t ,  o n  i n s t r u c t i o n s  o f  t h e  

D e p a r t m e n t  o f  L a b o r ,  $ 1 0 , 6 1 8 . 1 6  is w i t h h e l d  o n  b e h a l f  o f  G a r y  

S t e r b a  a n d  D e n n i s  T h o m a s .

U n d e r  t h i s  a r r a n g e m e n t ,  a l t h o u g h  M r. T h o m a s  a n d  M r. S t e r b a ,  as 

o w n e r s  o f  t h e  G r o u n d  Up C o n s t r u c t i o n  C o m p a n y  p r o p r i e t o r s h i p ,  
b r e a c h e d  t h e i r  c o n t r a c t  w i t h  L & H E n t e r p r i s e s ,  e n t i t l i n g  L & H 

to b a c k  c h a r g e  a l m o s t  t h e  f u l l  a m o u n t  o f  t h e  c o n t r a c t  p r i c e  

o r i g i n a l l y  n e g o t i a t e d  b e t w e e n  t h e  p a r t i e s ,  t h e s e  m e n  w i l l  be a b l e  
t o  t a k e  a s u m  o f  m o n e y  r e p r e s e n t i n g  a l m o s t  t h r e e - q u a r t e r s  of
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t h e i r  c o n t r a c t  p r i c e  in t h e  f o r m  o f  w a g e  c l a i m s  f r o m  L s H 

E n t e r p r i s e s ,  if Mr. S i l v e r t h o r n  h a s  h i s  w a y .  T h i s  n o t w i t h ­

s t a n d i n g  G r o u n d  U p ' s  b r e a c h  o f  c o n t r a c t  a n d  the b a c k  c h a r g e  t h a t  

a l m o s t  e q u a l s  t h e  f u l l  a m o u n t  o f  t h e  c o n t r a c t  p r i c e ,  d u e  to t h a t  

b r e a c h .  M r .  S i l v e r t h o r n  is o p e r a t i n g  o n  t h e  p r e m i s e  t h a t  h i s  

D i v i s i o n ' s  f u n c t i o n  is to r e c o v e r  w a g e s  f o r  o w n e r s  o f  

s u b c o n t r a c t o r s  w h o  p e r f o r m  w o r k  o n  t h e  j o b  t h e m s e l v e s ,  n o t w i t h ­

s t a n d i n g  t h e i r  f a i l u r e  to p e r f o r m  t h e  p r o j e c t  c o r r e c t l y ,  t i m e l y  
o r  e c o n o m i c a l l y .

He a l s o  m a k e s  t h e  r a t h e r  u n u s u a l  a r g u m e n t  t h a t ,  b e c a u s e  D e n n i s  
T h o m a s  n o w  c l a i m s  h e  w a s  n o t  a n  o w n e r  o f  G r o u n d  Up C o n s t r u c t i o n  

f o r  t h e  p u r p o s e  o f  t h i s  p r o j e c t ,  T h o m a s  s h o j l d  n o t  b e  t r e a t e d  as 

a s  o w n e r ,  in a n y  e v e n t ,  b u t  j u s t  a s  a n o t h e r  e m p l o y e e .  T h i s  

n o t w i t h s t a n d i n g  t h e  f a c t  t h a t  he h a s  v e r i f i e d  t h a t  M r .  T h o m a s  

s i g n e d  t h e  s u b c o n t r a c t  in q u e s t i o n  a n d  i d e n t i f i e d  h i m s e l f  o n  t h a t  

c o n t r a c t ,  w h e n  he s i g n e d  it, a s  w e l l  a s  o t h e r w i s e  d u r i n g  -.he 
c o u r s e  o f  t h e  p r o j e c t  t o  L & H E n t e r p r i s e s  p e r s o n n e l ,  a s  i 
c o - o w n e r  o f  G r o u n d  U p  C o n s t r u c t i o n .

I a m  d e e p l y  a l a r m e d  a t  t h e  r a t h e r  b i z a r r e  d i r e c t i o n  t h a t  t h i s  

w a g e  c l a i m  i n v e s t i g a t i o n  h a s  t a k e n  b y  M r. S i l v e r t h o r n  a n d  t.ne 
D e p a r t m e n t  o f  L a b o r .  I d o  n o t  f e e l  t h a t  L £ H h a s  b e e n  dealt 
w i t h  f a i r l y  o r  r e a s o n a b l y  in t h e  m a t t e r .  Mr. S i l v e r t h o r n  h a s  
c o m p e l l e d  t h e  s c h o o l  d i s t r i c t  to w i t h h o l d  v e r y  s u b s t a n t i a l  sums 
o f  m o n e y  f r o m  m y  c o m p a n y ,  b a s e d  u p o n  i n f o r m a t i o n  w h i c h  w a s  
s u s p e c t  to s a y  t h e  l e a s t  in t h e  f i r s t  i n s t a n c e  a n d  h a s  b e e n  e v e n  

m o r e  s u s p e c t  w h e n  u h e  f i r s t  p r e s e n t a t i o n  w a s  s o  s u b s t a n t i a l l y  

i m p e a c h e d  b y  Mr. R u s s e l l ' s  a n a l y s i s ,  t h a t  a s e c o n d  p r e s e n t a t i o n  

h a d  to b e  m a d e  b y  G r o u n d  U p .  U n t i l  M a r c h  20, 1984, n o n e  o f  t h e s e  

d o c u m e n t s  f r o m  G r o u n d  U p  h a v e  e v e r  b e e n  s i g n e d  o r  s u b m i t t e d  u n d e r  

o a t h ,  s o  t h a t  t h e r e  c o u l d  be r e c o u r s e  a g a i n s t  t h e  p e r s o n s  

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

m i s r e p r e s e n t i n g  t h e  f a c t s .  N o n e t h e l e s s ,  Mr. S i l v e r t h o . n  h a s  

p r o c e e d e d  o n  t h i s  d o c u m e n t a t i o n  a s  if t h e  i n f o r m a t i o n  w a s  H o l y  

W r i t .

F u r t h e r m o r e ,  Mr. Si I v o r  t h o r n ' s  a t t e m p t  to c o l l e c t  w a g e s  f o r  
o w n e r s  o f  t h e  c o m p a n y  is g r o s s l y  i n a p p r o p r i a t e .  O u r  a t t o r n e y  h a s  

u r g e d  h i m  to c o n s u l t  w i t h  the A t t o r n e y  G e n e r a l ' s  o f f i c e  in t h i s  

r e g a r d ,  a n d  a l t h o u g h  h e  s a y s  h e  h a s ,  h e  h a s  n e v e r  s h o w n  a n y t h i n g  

to o u r  a t t o r n e y  t h a t  w o u l d  i n d i c a t e  t h a t  s u c h  a c o n s u l t a t i o n  h a s  

b e e n  h a d  o r  t h a t  t h e  D e p a r t m e n t  o f  L a w  w a s  f u l l y  a p p r i s e d  o f  t h e
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i s s u e s  in q u e s t i o n .  If t h e  D e p a r t m e n t  o f  L a b o r  is g o i n g  to 
p u r s u e  a p o l i c y  to p a y  w a g e s  to o w n e r s  o f  s u b c o n t r a c t o r s  w h o  

f a i l e d  to f u l f i l l  t h e i r  c o n t r a c t  o b l i g a t i o n s  o n  p u b l i c  p r o j e c t s ,  

t h e  w h o l e  u n d e r p i n n i n g  o f  t h e  f r e e  e n t e r p r i s e  s y s t e m  in A l a s k a  
w i l l  b e  j e o p a r d i z e d ,  p a r t i c u l a r l y  a s  t h e y  r e g a r d  p u b l i c  w o r k s .

H o w  c a n  a n y  r e s p o n s i b l e  c o n t r a c t o r  a f f o r d  to i n v o l v e  h i m s e l f  w i t h  

a p u b l i c  c o n t r a c t  in A l a s k a ,  g o v e r n e d  b y  t h e s e  A l a s k a  s t a t u t e s ,  

w h e r e  h e  m a y  b e  c o m p e l l e d  to p a y  t h e  b u l k  i f  n o t  a l l  o f  t h e  

c o n t r a c t  p r i c e  to a d e f a u l t i n g  s u b c o n t r a c t o r  t h r o u g h  t h a t  

s u b c o n t r a c t o r ' s  p e r s o n a l  w a g e  c l a i m s ?

As I u n d e r s t a n d  t h e  l a w  t h a t  Mr. S i l v e r t h o r n  is a t t e m p t i n g  to 

e n f o r c e ,  it is a i m e d  a t  s e e i n g  to it t h a t  w a g e s  o f  h i r e d  
e m p l o y e e s  o n  p u b l i c  w o r k s '  p r o j e c t s  a r e  p a i u  b y  s o m e o n e  - if n o t  

b y  t h e  e m p l o y e r ,  t h e n  b y  o n e  o f  t h e  u p p e r  t i e r  c o n t r a c t o r s  f r o m  

t h e  p u b l i c  f u n d s  o n  t h e  p r o j e c t .  H o w e v e r ,  M r .  S i l v e r t h o r n  

a t t e m p t s  to c a r r y  t h e  m a t t e r  o n e  s t e p  f u r t h e r  a n d  w i t h h o l u  f u n d s  

f r o m  us o f  w h i c h  a p p r o x i m a t e l y  t w o - t h i r d  a r e  for t he b e n e n t  o f  

t h e  o w n e r s  o f  t h e  d e f a u l t i n g  c o n t r a c t o r .

F u r t h e r m o r e ,  a l t h o u g h  o u r  a t t o r n e y  h a s  i n q u i r e d  o f  Mr.

S i l v e r t h o r n  r e g a r d i n g  h i s  i n t e n t  to p r o s e c u t e  G r o u n d  U p  for its 
o b / i o u s  v i o l a t i o n s  o f  t h e  lav/ r e q u i r i n g  it to f i l e  c e r t i f i e s  

p a y r o l l s  o n  a t i m e l y  b a s i s  a n d  to p a y  i t s  e m p l o y e e s  an r e q u i r e d  

b y  l a w ,  Mr. S i l v e r t h o r n  h a s  i n d i c a t e d  t.nac h i s  o n l y  p u r p o s e  .a 
the i n v e s t i g a t i o n  is to e x t r a c t  f u n d s  w i t h  w h i c h  to p a y  t h e  *. >ur 
mer. i n v o l v e d ,  i n c l u d i n g  t h e  t w o  o w n e r s .  T h i s  s e e m s  to ne a 

s e v e r e  l a p s e  o n  t h e  p a r t  o f  t h e  D e p a r t m e n t  o f  L a b o r  in p u r s u i n g  
a n d  p r o s e c u t i n g  o b v i o u s  w r o n g d o e r s  u n d e r  t he l a w .  E s s e n t i a l l y  
w h a t  t h e  d e p a r t m e n t  is a t t e m p t i n g  t o  d o  is to s h i f t  to L & H 

E n t e r p r i s e s ,  I n c . ,  a b l a m e l e s s  g e n e r a l  c o n t r a c t o r ,  t h e  f i n a n c i a l  
b u r d e n  o f  a d e f a u l t i n g  s u b c o n t r a c t o r  f o r  p a y m e n t  n o t  o n l y  o f  

w a g e s ,  b u t  a l s o  l o s s  p r o f i t s ,  e t c .

I w o u l d  v e r y  m u c h  a p p r e c i a t e  it if y o u  w o u l d  l o o k  i n t o  t h e  

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

h e r e w i t h  c o p i e s  o f  d o c u m e n t s  t h a t  m a y  b e  o f  h e l p  to y o u  in y o u r  
i n v e s t i g a t i o n ,  i n c l u d i n g  t h e  t w o  s o t s  o f  t i m e  r e c o r d s  r e c e i v e d  

f r o m  G r o u n d  U p  C o n s t r u c t i o n  b y  t h e  D e p a r t m e n t  o f  L a b o r ,  a c o p y  o f  

J u n i o r  R u s s e l l ' s  a f f i d a v i t  r e g a r d i n g  t h e  f i r s t  s e t ,  M s .  M o r g a n ' s  
l e t t e r s  to t h e  s c h o o l  d i s t r i c t  o f  D e c e m o e r  22, 1 9 8 3  a n d  

J a n u a r y  31, 1984, a n d  m y  a t t o r n e y ' s  l e t t e r s  to Mr. S i l v e r t h o r n  

d a t e d  D e c e m b e r  22, 1 9 8 3 ,  F e b r u a r y  6 , 1 9 8 4  a n d  M a r c h  20, 1 9 8 4 .
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A l s o  e n c l o s e d  is a c o p y  o f  M r. S i l v e r t h o r n ' s  l e t t e r  to L s H 
E n t e r p r i s e s  o f  J a n u a r y  31, 1 9 8 4 .

If w e  c a n  p r o v i d e  y o u  w i t h  a n y  f u r t h e r  i n f o r m a t i o n  in r e g a r d  to 
t h i s  m a t t e r ,  w e  w i l l  b e  h a p p y  to d o  s o.



E n t e r p r i s e s  I n c .

July 22, 1933

Ground Up Construction 
7821 Sandy Place 
Anchorage, AK 99507

Gentlemen,

This letter is to inform you that as of this date, L & H Enter­
prises has not received a copy of your certified payroll records 
for the Service Hanshew Sports Complex project.

Furthermore, our accounting office has checked with the Alaska 
Department of Labor and they too, have not: received the required 
reports.

Unless this information is forwarded in its entirety to L 1 H 
Enterprises' accounting department by the completion of your scope 
of this project, we will be forced to withhold all payments for 
this work, pending to audit by the Department of Labor.

You immediate cooperation on this matter is necessary.

Sincerely,

L & H ENTERPRISES, INC.

Robert E. Kirkman 
Project Manager

cc: Len Hannaman
Jim Stonebraker 
JR Russell 
Carol Skinner 
Judy Zundel

General Contractors'Der.icjn fimld Cervices 
P.O. B o x  1 1 1593/Anchor age, Alaska 99511/Phone: (907) 349-2559
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ENTERPRISES SMC.

November 18, 1983

Ground Up Construction 
707 N Bunn
Anchorage, AK 99508 

Gentlemen:

In response to your recent phone calls, we at L & H Enterprises 
have enclosed a summary of all backcharges against your company 
herein.

Since our last meeting, there has been a significant increase 
in the charges due to corrective measures taken, to repair the 
problems created by your original work.

Your performance on this job was entirely inadequate, and caused 
us time and monetary losses far in excess of chat documented 
herein. Furthermore the legal jeaporcy that you placed L a K 
Enterprises in with your non - OSHA approved trenching practices 
is unexcusable.

In addition we at L St H Enterprises have had a lien placed on 
your contract by Tope Equipment for a sum of $22,423.84 
and any left over funds from your contract with us must be 
turned over to Tope Equipment immediately. Please note copy 
of lien enclosed.

Furthermore, our bookkeeper, Judy Zundel, has had a conversation 
with the Alaska Department of Labor regarding your claim against 
L & H Enterprises, Inc. for employee wages. She was told that 
your claim was invalid since the claimants were both co-owners 
of Ground Up Construction. That includes Mr. Denny Thomas who 
represented himself as a co-owner at the time he signed the 
contract.

In summation I will comment that in my entira construction career 
I have never had a subcontractor perform as badly, and with as 
little concern for the overall project as your firm so did.

General Comractors/Desiqn Build Services 

P.O. Box 1 1 1593/Anchorage. Alaska 99511/Phone: (907) 349-2559

a u t h o r i z e d  b u i l d e r  atlantic



Letter to Ground\ Construction 
November IS, 1983 
Page two

Please direct any future communication in the form of type- 
written letter to the attention of Mr. Len Hannaman.

Sincerely,

Robert E . Kirkman 
Project Manager

Enclosure

REK/ys
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November 15, 1983 
SERVICE HANSHEW SPORTS COMPLEX PROJECT

BAGKCHARGES - Ground Up Construction

8/29 Alagco 97113 $ 215.51
7/15 Kenai Supply 233064 148.60

- JR Russell 9781 [82,.34]
7/18 Central Plumbing 1377 103.75
6/30 Central Plumbing 1356 100.00
7/07 Central Plumbing 4^144 1,895.10
7/07 Central Plumbing 150148 1,245.05
6/30 Kenai Supply 233056 329.86
6/28 Kenai Supply 232812 92.84
8/27 Alagco 97094 404.64
6/14 Central Plumbing -3614 164.05
9/19 Summit Paving 513 1.283.00
9/30 Shelton Electric 1148 3 ,336 . 50
9/07 Stephans Too.l RentaL 65301 30.00
8/26 Alagco 97079 65.57

Total

LABOR
Invoice Charges 

Man Hours:

$9,337.13

7/21 Christianson 2
7/22 Christianson 2
7/20 Christianson 2
7/19 Christianson 2
8/27 Christianson 6-‘j (Overtime)
6/30 Brown 1
8/29 Remsen 5

General Contractors/Desiqn Build Services 
P.O. Box 111593/Anchorage. A laska 99511/Phone: (907) 349-2559

a u t h o r i z e d  b u i l d e r  atlantic
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Backcharges to Gro'- .d Up Construction 
November 15, 1983
Page two

8/31

8/29

8/31

8/30

Remsen

Christianson

Christianson

Christianson

2 h  

5

36 hours 3 
37.50/hr = $ 1,350.00

Subtotal

15% Overhead

Total Due
to L & H Enterprises

10,687.13 

1.603.07

$12,290.20



November 8, 1983

M r .  B r u c e  S i l v e r t h o r n  

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

D e p a r t m e n t  o f  L a b o r  

3 3 0 1  E a g l e

A n c h o r a g e ,  A K  9 9 5 0 3

Re: G r o u n d  U p  C o n s t r u c t i o n

S e r v i c e  H a n s h e w  S p o r t s  C o m p l e x

G e n t l e m e n :

A t t a c h e d  y o u  w i l l  f i n d  a  c o p y  o f  o u r  s u b c o n t r a c t  w i t h  G r o u n d - U p  

C o n s t r u c t i o n ,  w h e r e  y o u  w i l l  s e e  t h a t  D e n n y  T h o m a s  r e p r e s e n t e d  
h i m s e l f  to u s  a C o - o w n e r  o f  h i s  c o m p a n y .

S e c o n d l y ,  I h a v e  e n c l o s e d  a  m e m o r a n d i m  f r o m  B o b  K i r k m a n ,  jur 

p r o j e c t  m a n a g e r  f o r  t h ’. j o b ,  s h o w i n g  s o m e  o f  t h e  p r o b l e m s  

w h i c h  w e r e  c a u s e d  b y  G r o u n d - U p  C o n s t r u c t i o n .

I f  y o u  n e e d  f u r t h e r  i n f o r m a t i o n ,  d o  n o t  h e s i t a t e  t o  c o n t a c t  m e .

S i n c e r e  i y ,

L  & H  E N T E R P R I S E S ,  INC,

X)

y
. ^  “' J i m  S t o n e b r a k e r

'y G e n e r a l  M a n a g e r

E n c l o s u r e

J S / y s

General ContrncMrs/Dosiqn Umld Services 

P.O. B o x  111593/Anchorage. Alaska 99511/Phone: (907) 349-2559



INTER office memo

Date: September 30, 1983

To: Jim Stonebraker

From: Bob Kirkman

Re: Service Hanshew Sports Complex Ground Up Construction

I advise that all payments to Ground Up Constructs in be withheld 

pending back-charges incurred in the following areas:

1 .

2 .
3.

b.

Damage to underground utility lines 

Damage to existing concrete curbing

Improper compaction and non-spec fill material in trenche. 

Charges for plumbing equipment and accessories purchased 

on L a H Enterprises account

Additional supervision, labor and management charges

The above mentioned items, along with any ad-..:.ti 

are currently beina itemised for an accurate :.z

r.ai back charces, 

ocur.tina.

In addition, serious consideration should be given to the project 

delays incurred through Ground Up's mismanagement of their scope 

of the work, and the resulting dollar impact suffered by L & H 

Enterprises therein.

Robert E. Kirkman 

Project Manager



E n t e r p r i s e s  I n c .

S U B C O N T R A C T

T H I S  S U B C O N T R A C T ,  m a d e  a n d  e n t e r e d  i n t o  a s  o f  t h i s  24

d a y  o f  H ay___________________________ , 1 9  83______ , b y  a n d  b e t w e e n

L  & K  Enterprises, Inc.

w h o s e  m a i l  a d d r e s s  i s

P.O. B o x  111593 

Anchorage, A K  99511

h e r e i n a f t e r  c a l l e d  " C o n t r a c t o r " ,  a n d

Ground Up C o n s t r u c t i o n

h e r e i n a f t e r  c a l l e d  " S u b c o n t r a c t o r " ,  w h o s e  m a i l  a d d r e s s  is

639 W e s t e r n  D r i v e  

Anchorage, A K  99501

W I T N E S S E T H

W H E R E A S ,  C o n t r a c t o r  e n t e r e d ,  o r  is a b o u t  tc e n t e r  I n t o  a

c o n t r a c t ,  N u m b e r e d  C - 2 0 3 9 7 _____________________________________________________ ,

a n a  d a t e d  Ncverbs ' 18, 1983 , w i t h

M u n i c i p a l i t  o f  A n c h o r a g e

h e r e i n a f t e r  c a l l e d  " O u t e r " , f o r  t h e  p e r f o r m a n c e  o f  c e r t a i n  w o r k  

a c c o r d i n g  t o  t h e  t e r m s  a n d  c o n d i t i o n s  o f  s a i d  c o n t r a c t  a n d  t h e  

g e n e r a l  s p e c i f i c a t i o n s  a n d  s u p p l e m e n t s  t o  t h e  s p e c i f i c a t i o n s ,  

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

d r a w i n g s ,  b i d  s c h e d u l e ,  m a p s  a n d  o t h e r  d o c u m e n t s  m a d e  a p a r t  

t h e r e o f ,  a n d  a l l  c h a n g e  o r d e r s  o r  a m e n d m e n t s  t h e r e t o ,  a l l  o f  

w h i c h  a r e  h e r e i n  c o l l e c t i v e l y  r e f e r r e d  t o  a s  t h e  " G e n e r a l  

C o n t r a c t " ,  s a i d  w o r k  u n d e r  t h e  G e n e r a l  C o n t r a c t  b e i n g  g e n e r a l l y  
d e s c r i b e d  a s  f o l l o w s :

T u r n k e y  c o n s t r u c t i o n  o f  tb_j S e r v i c e  H a n s h e w  S p orts Complex.

Ge'vrn l CentracJc.'T'RcT.ign Build Services 
P.O. Box 11 l5D 3 .A ncho :ano , A laska  99511/Phone: (907) 349-2559



and,

brlnr-sr-S, t h e  p a r t i e s  a r e  d e s i r o u s  o f  e n t e r i n g  i n t o  a s u b c o n t r a c t  

w h e r e b y  S u b c o n t r a c t o r  s h a l l  u n d e r t a k e  t h e  p e r f o r m a n c e  o f  a  p a r t  

or t h e  w o r k  to b e  d o n e  u n d e r  t h e  G e n e r a l  C o n t r a c t ,  o n  t h e  t e r ^ s  

a n d  c o n d i t i o n s  h e r e i n  s t a t e d ;

N O W ,  T H E R E F O R E ,  t h e  p a r t i e s  h e r e t o ,  i n  c o n s i d e r a t i o n  o f  t h e  

m u t u a l  p r o m i s e s  a n d  c o n d i t i o n s  h e r e i n  c o n t a i n e d ,  d o  h e r e b y  a g r e e ,  

o n e  w i t h  t h e  o t h e r ,  a s  f o l l o w :

I____________W O R K  T O  B E  P E R F O R M E D

T h e  s u b c o n t r a c t o r  a g r e e s  t o  f u r n i s h  a l l  m a t e r i a l s ,  l a b o r ,  t o o l s ,  

e q u i p m e n t ,  s u p e r v i s i o n ,  s u p p l i e s ,  a n d  o t h e r  t h i n g s ,  u n l e s s  o t h e r w i s e  

p r o v i d e d  h e r e i n ,  n e c e s s a r y  o r  r e q u i r e d  t o  p e r f o r m ,  a n d  t o  p e r f o r m  

f u l l y  a n d  c o m p l e t e l y ,  a t  t h e  p r i c e  o r  p r i c e s  s e t  o u t  h e r e i n ,  a l l  

t h a t  p o r t i o n  o f  t h e  w o r k  r e q u i r e d  t o  b e  d e n e  b y  C o n t r a c t o r  u n d e r  

t h e  G e n e r a l  C o n t r a c t  d e s c r i b e d  a s  f o l l o w s :

I tern 

No.

1
nA-

3

4

5

6
7

8
Ct -

E s t i n a t e d

Q u a n t i t y

As General S p e c­

ifications a n d  

prints for S e r­

vice H a n s h e w  

Sports C o m p l e x

I tern D> c r i n  t i o n

u n i t

P r i c e

/(

remove r r o m  ■,oo

—

C u t  aspr.2_i 
E x c a v a t e
i n s t a l l  i "  v a t e r  line 
I n s tall 4" •.;etar line 

B a c k f i l l  

C o m p a c t i o n

A l l  t e s t i n g  as required

A l l  in s p e c t i o n s  as r e c u i r e d  • •

^  /yy y r  . . ________________________

i o t a  i

$ 1 4 , 3 0 0 . 0 0

r *



I t

t
t h

is u n d e r s t o o d  a n d  a g r e e d  t h a t  q u a n t i t i e s  s h o w n  a b o v e  a r e  q u a n -L. i  j  t j i  j u u  —» u  u  ^  u  u h u  w  i. u  t i t u  —' • * »» * » u  u  u  v  o  u  <. i .  v.;

i t i e s  e s t i m a t e d  t o  b e  r e q u i r e d  u n d e r  t h e  G e n e r a l  C o n t r a c t  a n d  

h a t  t h e  a c t u a l  q u a n t i t i e s  s h a l l  b e  i n  s u c h  a m o u n t s  a s  m a y  e v e
a l  1 v  "no r p m i i  T o r i  a n d  r i p f p r r n '  nr>n n n r l o r  fVip ft i-* n t  a 1 O n n  r r- t  r* r or-

U i i U  u  L U U  u »  w  w  A  U I > W t * u a . W A . W h >  w > t t b t  *—  w *  w t *  — . . . W  k .  W  u u  *—  V  V—

u a l l y  b e  r e q u i r e d  a n d  d e t e r m i n e d  u n d e r  t h e  G e n e r a l  C o n t r a c t  o r  

u n d e r  t h e  G e n e r a l  C o n d i t i o n s  o f  t h i s  S u b c o n t r a c t .

v e n t -

II P A Y M E N T S

I n  c o n s i d e r a t i o n  o f  t h e  p r o m i s e s ,  c o v e n a n t s  a n d  a g r e e m e n t s  o f  

S u b c o n t r a c t o r  h e r e i n  c o n t a i n e d ,  a n d  t h e  f u l l ,  f a i t h f u l  a n d  p r o m p t  

p e r f o r m a n c e  o f  t h i s  S u b c o n t r a c t  b y  S u b c o n t r a c t o r ,  C o n t r a c t o r  

a g r e e s  to p a y  a n d  S u b c o n t r a c t o r  a g r e e s  t o  r e c e i v e  a n d  a c c e p t  a s  

f u l l  c o m p e n s a t i o n  f o r  d o i n g  a l l  w o r k  a n d  f u r n i s h i n g  a l l  m a t e r i a l s ,  

s u p p l i e s  a n d  e q u i p m e n t  c o n t e m p l a t e d  a n d  e m b r a c e d  h e r e i n  a n d  f o r  

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

t h e r e o f  i n  t h e  m a n n e r  a n d  a c c o r d i n g  t o  t h e  r e q u i r e m e n t s  o f  t h i s  

S u b c o n t r a c t ,  t h e  G e n e r a l  C o n t r a c t ,  t h e  O w n e r  a n d  t h e  C o n t r a c t o r ,  
t h e  s u m  o f  Fourteen thou s a n d  three h u n d r e d  a nd no/100.

( $ 14,300.00_______________  ) s u b j e c t  t o  a d d i t i o n s  a n d  d e d u c t i o n s ,  i t

any~, b y  r e a s o n  o f  v a r i a n c e  f r o m  e s t i m a t e d  q u a n t i t i e s ,  c h a n g e  

o r d e r s ,  d e l e t i o n s  o r  e x t r a  w o r k  o r d e r s  p e r t a i n i n g  t o  t h e  

S u b c o n t r a c t  i t e m s .

I l l S P E C I A L  C O N D I T I O N S

T h e  S p e c i a l  C o n d i t i o n s ,  c o n s i s t i n g  c f  P a r a g r a p h s  t h r o u g h  

a t t a c h e d  h e r e t o  a r e  a p a r t  o f  t h i s  S u b c o n t r a c t  a n d  b y  t h i s  r e f e r e n c .  

a r e  i n c o r p o r a t e d  h e r e i n  a n d  m a d e  a p a r t  h e r e o f  a s  f u l l y  as t h o u g h

s e t  f o r t n  n e r e m .

I V G E N E R A L  C O N D I T I O N S

T h e  G e n e r a l  C o n d i t i o n s ,  c o n s i s t i n g  o f  P a r a g r a p h s  1 t h r o u g h  2 7 ,  

a t t a c h e d  h e r e t o  a r e  a p a r t  o f  t h i s  S u b c o n t r a c t  a n d  b y  t h i s  r e f e r e n c e  

a r e  i n c o r p o r a t e d  i n  t h i s  S u b c o n t r a c t  a n d  m a d e  a p a r t  h e r e o f  a s  

f u l l y  as t h o u g h  s e t  f o r t h  h e r e i n .

S U P P L E M E N T S

T h e  S u p p l e m e n t s ,  c o n s i s t i n g  o f  N u m b e r s  ____

a r e  a p a r t  o f  t h i s  S u b c o n t r a c t  a n d  b y  t h i s  

i n  t h i s  S u b c o n t r a c t  a n d  m a d e  a p a r t  h e r e o f  a s  f u l l y  a s  t h o u g h  

s e t  f o r t h  h e r e i n .

 , a t t a c h e d  h e r e t o

r e f e r e n c e  a r e  i n c o r p o r a t e i

I N  W I T N E S S  W H E R E O F ,  t h e  p a r t i e s  h a v e  e x e c u t e d  t h i s  S u b c o n t r a c t  
t h e  d a y  a n d  y e a r  f i r s t  h e r e i n a b o v e  w r i t t e n .

S u b c o n t r a c t o r

c/

T  i 1 1 e f_r> - rvu ^ i ________ ____

D a t e  E x e c u t e d  /C- ? - ?

/w y Contractor 
•7 \ C L  ' '

n.v   , /



L  * i: E n t e r p r i s e s ,  Inc. 

G r o u n d  U p  C o n s t r u c t i o n

, C o n t r a c t o r

, S u o c o n t r a c t o r

d a t e d  M a y  24, 1933

Subcontractor scope o f  w o r k  includes:

Cut asphalt, r e m o v e  f r c u  j o b  

Excavate

Install 2" water line 

Install 4" sewer line 

A l l  testing as r e q u i r e d  

E ackiill 

Compaction

A l l  inspections as r e q u i r e d

Subcontractors w o r k  excluded:

V a c a t i n g  electrical a nd gas lines 

H ookup to existing water, rrnin



/^ F ?  n  f ?  f p  P  n  n  n  ( v /  n
Vs. i| /i\ li 'L’ i I 11 I V.. i • •' I: \ BILL SHEFFIELD. GOVERNOR\\ 11 i>\ I I ; N i p  • l*\ i I /il l N\ I /■ \ /i‘ l /
". I ! • • • \ . j : It,1) t I I ; . •
’ey u Li u u i—i ey u u u un j u ey u vl tj u j

D E P *®  O F  L A C 3 0 R  3301 e a g l e  s t r e e t

December 2z, i^o3
>v *. -■ -J

Anchorage School District 
Pouch 6-614 

Anchorage,- A K  99502

Attention Lowell T. Freeman

Cfear Mr. Freeman:

RE: A S D - S ERVICE HENSHEW SPORTS COMPLEX

As we e xpl a i n e d  to you in our phone conversation of December 21, w e  are currently 
investigating Ground Up Construction for alleged violations of T i t l e  36 of the 

Alaska Statutes. Ground Up Construction is a subcontractor with L  & H Enterprises 
on this p u b l i c  works project.

r.Lu'EIVED— ANCHORAGE 

D E C  2 9  1283

SCHAIBLE, STALEY, 
DeLISIO AND COOK, INC.

Ground Up Construction has failed to pay its employees on this project in a c c o r­

dance with the law. As a part of o ur investigation we are attempting to determine 
the exact hours worked by these employees a nd the total wages due. Our best 
available information currently show three employees are owed a total of $13,129 

in wages for work performed on the Service Hensnew Sports Canplex. These wages are 
broken down as follows:

Ed Gutoskv
112 hours"s.t. @ $23.84 p e r  hour 
61 hours o.t. @ $35.76 p er hour 

173 hours fringe benefit @ $5.45 

Total

Dennis Thanas
133 hours s.t. @ $22.45 per hour
43.5 hours o.t. @ $33,675 per hour

176.5 hours fringe benefit @ $5.45 
Total

A nd y  Sterba
/2 hours s.t. @ $26.69 per hour 

Total wages due

$2670.08

2181.36
942.85

$2985.85
1464.86

961.93

$5794.29

$5412.64

$1921.68

$13,129.00

• ‘.V.-

A S  36.05.070(c) states, in part:

"A contract for public works in the state or a political sub:'vision shai; 
contain provisions that

' x 
■

(4) the sta 1 o r  political subdivision shall withhold so i, ich of the 

accrued pay..ients as is necessary to pay to laborers, mechai ics, or field 

surveyors employed by the contractor or subcontractors the difference 

between



(

Anchorage School District
December 22, 1983
Page 2

(A) cne rates of w a g e s  required by " 'e contract * . p m o  
mechanics, or field surveyors on cue work, and

(B) the rates of w a g e s  in fact received by laborers, mechanics, o r
field surveyors."

In accordance with the above, I a m  directing the Anchorage School District to w i t h­

hold frcm this public construction contract the amount of thirteen thousand one hun­

dred twenty-nine dollars ($13,129) pending the conclusion our investigation into

this matter.

A ny questions you may have regarding this m ay be directed to me or Bruce 

Silverthorn, the investigator o n  the case.

In closing, I would like to ask that you confirm to us in writing that these funds 

have been withheld. W e  feel it o u r  responsibility to advise you that failure to 
comply w i t h  this demand for retention of funds may result in further action in 

accordance A S  36.05.030(b).

Very truly yours,

Jean Morgan

Supervising Investigator
W ag e  & Hour Administration

Labor Standards & Safety Division

certified # P483768426
cc: Ground Up Construction ' i-

cc: L  & H Enterprises, Inc. . ^

cc: Steve DeLisio ■■■}*!?



The Law Firm  of

Schaible. Staley. DeLis^o & Cook. Inc.

A n ch o rag e  O ffice F a irh a n ltt  O ffice
Sli'pltm  s .  !)«•!,i 'io  (irace Here Schaible

D e c e m b e r  22, 1 983
M irlurl ( '.  (irraglitv Bariura L  S ih uhnunn

Patricia L. Zolirl Rolirrt B. G iw erlo-e
W alter J. rfiziifllr» Charles D. S ib ry . Jr.

Allan J . t Mm in
Of Counsel:, 
William V. flopped

Mr. B r u c s  S i l v e r t h o r n  

D e p t ,  o f  L a b o r  

D i v i s i o n  o f  W a g e  a n d  H o u r s  

3 3 0 1  E a g l e  S t . ,  S u i t e  3 1 0  

A n c h o r a g e ,  A K  9 9 5 0 3

Re: G r o u n d  U p  C o n s t r u c t i o n  C e r t i f i e d  P a y r o l l  -

S e r v i c e  H a n s n e w  S p o r t s  C o m p l e x

D e a r  Mr. S i l v e r t h o r n :

T h i s  is to f o l l o w  u p  o n  t e l e p h o n e  c o n v e r s a t i o n s  w e  h a v e  h a d  

c o n c e r n i n g  w a g e  c l a i m s  o f  the o w n e r s  a n d  e m p l o y e e s  o f  S r o u n d  

U p  C o n s t r u c t i o n  w i t h  r e g a r d  to w o r k  p e r f o r m e d  o n  t h e  S e r v i c e  

H a n s h e w  H i g h  S c h o o l  S p o r t  C o m p l e x  p r o j e c t .  A s  I h a v e  

a d v i s e d  you ,  I a m  c o u n s e l  f o r  L & K E n t e r p r i s e s ,  t h e  

c o n t r a c t o r  to w h o m  G r o u n d  U p  s u b c o n t r a c t e d  f o r  c e r t a i n  w o r k  

in c o n n e c t i o n  w i t h  t h a t  p r o j e c t .

B y  n o w  y o u  w i l l  h a v e  r e c e i v e d  t h e  a f f i d a v i t  o f  J u n i o r  

R u s s e l l  w h i c h  d e m o n s t r a t e s ,  u n d e r  o a t h ,  t h a t  a s u b s t a n t i a l  

a m o u n t  o f  t he i n f o r m a t i o n  c o n t a i n e d  in t h e  c e r t i f i e d  

p a y r o l l s  r e c e i v e d  f r o m  G r o u n d  U p  C o n s t r u c t i o n  is a t  l e a s t  

e r r o n e o u s ,  a n d  a t  w o r s t  f a l s e .  A c c o r d i n g l y ,  it b e c o m e s  

i n c u m b e n t  u p o n  y o u ,  in t h e  c o u r s e  o f  y o u r  i n v e s t i g a t i o n ,  to 

r e q u i r e  a l l  e v i d e n c e  f r o m  G r o u n d  U p  a n d  its e m p l o y e e s  t o  b e  

r e c e i v e d  in a s w o r n  .'orrn. W h e t h e r  o r  n o t  t h a t  is y o u r  u s u a l  

p r o c e d u r e  is i r r e l e v a n t  in t h i s  c a s e .  H e r e  w e  h a v e  s w o r n  

t e s t i m o n y  in h a n d  r e f l e c t i n g  t h a t  t h e  i n f o r m a t i o n  y o u  a r e

t he b o t t o m  l i n e .

In f u r t h e r a n c e  o f  t h e  s e a r c h  f o r  t r u t h ,  I w o u l d  s t r o n g l y  

r e c o m m e n d  t h a t  S t e r b a ,  T h o m a s  a n d  a n y o n e  e l s e  w h o  p r o v i d e s  

i n f o r m a t i o n  c o n c e r n i n g  t h o s e  m a t t e r s  be i n f o r m e d ,  u p o n

o e i n g  p r o v i d e d  b y  G r o u n d  U p  is i n c o r r e c t .  O b v i o u s l y ,  

a s e a r c h  f o r  t h e  t r u t h  in m a k i n g  a d e t e r m i n a t i o n  b y  y o u  is

W  W f»l 6 th  A vrnuc  
(9 0 7 )  2 7 9 - 9 3 7 1

I ’ohI O f f i r r  I t .ix  1021110
Cubit* A tlilrrm  .  MMIANCII

A nchornp e, A la n ia  99 51 0 -2 1 11 0  
T r im  .No. 2 5 -2 3 7



Mr. B r u c e  S i l v e r t h o r n  

D e c e m b e r  22, 1 9 8 3  

P a g e  T w o

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

s o m b e r i n g  i n f o r m a t i o n ,  t h e  c h a n c e  o f  y o u  r e c e i v i n g  t r u t h f u l  

in f o r m a  tier, s h o u l d  be e n h a n c e d .

3 a s e d  o n  Mr. R u s s e l l ' s  a f f i d a v i t ,  t h e  i n f o r m a t i o n  c o n t a i n e d  

in G r o u n d  U p ' s  p a y r o l l  p e r t a i n i n g  to t h i s  p r o j e c t  is 

i n c o r r e c t .  M o r e o v e r ,  f r o m  t h e  f a c e  o f  t h e  d o c u m e n t ,  the 

c e r t i f i e d  p a y r o l l  w a s  n o t  f i l e d  t i m e l y  p u r s u a n t  to A . S .

3 6 . 0 5 . 0 4 0 .  A . S .  3 6 . 0 5 . 0 6 0  s e t s  f o r t h  t h e  p e n a l t y  f or 

v i o l a t i o n  o f  t h e  C h a p t e r ,  i n c l u d i n g  v i o l a t i o n  o f  A . S .

3 6 . 0 5 . 0 4 0 .  I n  y o u r  " e v e n  h a n d e d "  a p p r o a c h  to s u c h  a m a t t e r ,  

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

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

c e r t i f i e d  p a y r o l l ,  a s  p r o v i d e d  b y  l a w .  H o w e v e r ,  w h e n  I 

d i s c u s s e d  t h i s  p o s s i b i l i t y  w i t h  y o u ,  y o u  s e e m e d  to t a’<e t h e  

v i e w  t h a t  y o u r  d e p a r t m e n t  w a s  n o t  i n t e r e s t e d  in p r o s e c u t i o n  

v i o l a t o r s  o f  t h e  s t a t u t e  in q u e s t i o n .

T h e  f a c t  t h a t  t h e  G r o u n  U p  p a y r o l l  w a s  p r e p a r e d  a n d  

s u b m i t t e d  s o  l o n g  a f t e r  t h e  f a c t  s n o u i d  r a i s e  s o m e  s e r i o u s  

q u e s t i o n s  in y o u r  a n d  e v e r y o n e  e l s ^ ' s  m i n d s  as tc the 

l e g i t i m a c y  o f  w h a t  is h a p p e n i n g  h e r e .  C o n s i d e r i n g  t h e  c l o s e  

s i m i l a r i t y  b e t w e e n  t h e  a m o u n t  b e i n g  c l a i m e d  as w a g e s  a n d  the 

a m o u n t  o f  t he c o n t r a c t  p r i c e  t h a t  h a s  n o t  b e e n  p a i d  to 

G r o u n d  U p  by L & H, o n e  s h o u l d  aslc w h e t h e r  t h e  p r o c e d u r e  

w h i c n  war. i n s t i t u t e d  o y  Mr. T h o m a s  a n d  is b e i n g  p u r s u e d  b y  

G a r y  S t e r b a -  t h e  c o - o w n e r s  o f  G r o u n d  U p  C o n s t r u c t i o n ,  is 

m e r e l y  a b a c K  d o o r  e f f o r t  t o  o b t a i n  p a y m e n t  u n d e r  t h e  

c o n t r a c t  to w h i c h  t h e y  a r e  n o t  o t h e r w i s e  e n t i t l e d  d u e  to 

t h e i r  b r e a c h  o f  c o n t r a c t .

A s  I a d v i s e d  y o u  b y  t e l e p h o n e  o n  D e c e m b e r  19, 1 9 8 3 ,  s o m e  o f  

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

L & H ' s  c o n t r a c t  w a s  a c t u a l l y  p e r f o r m e d  d i r e c t l y  b y  G r o u n d  

U p  C o n s t r u c t i o n  u n d e r  a s e p a r a t e  c o n t r a c t  d i r e c t l y  w i t h  t h e  

S c h o o l  D i s t r i c t .  A c c o r d i n g l y ,  t h o s e  s e r v i c e s  h a d  n o t h i n g  to 
d o  w i t h  t h e  r e l a t i o n s h i p  b e t w e e n  L & H  a n d  G r o u n d  U p  

C o n s t r u c t i o n .

O n  t h e  q u e s t i o n  o f  w h e c h e r  t h e  o w n e r s  o f  t h e  c o m p a n y  w o u l d  

b e  e n t i t l e d  to p a y m e n t  o f  w a g e s  t h r o u g h  t h e  p r o c e s s  y o u  a r e  

p u r s u i n g  in y o u r  a g e n c y ,  a n J  w h e t h e r  D e n n i s  T h o m a s  is o r
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s h o u l d  b e  c o n s i d e r e d  f o r  s u c h  p u r p o s e s  as a n  o w n e r  o f  G r o u n d  

U p  C o n s t r u c t i o n  in r e g a r d  to t h e  w o r k  in q u e s t i o n  a r e  

m a t t e r s  w h i c h  we h a v e  d i s c u s s e d  a t  l e n g t h .  I h a v e  

s t r e n u o u s l y  u r g e d  y o u  t o  s e e k  t h e  a d v i c e  o f  a q u a l i f i e d  

a t t o r n e y  a s s i g n e d  to t h e  D e p t ,  o f  L a b o r  f r o m  the A t t o r n e y  

G e n e r a l ' s  o f f i c e  o n  t h e s e  i s s u e s .  S i n c e  y o u  a r e  n o t  an 

a t t o r n e y ,  y o u  a r e  in n o  p o s i t i o n  to m a k e  a l e g a l  e v a l u a t i o n  

o f  t h o s e  i s s u e s ,  a l t h o u g h  y o u  s e e m  f u l l y  p r e p a r e d  to t a k e  

t h a t  o n  y o u r s e l f  w i t h o u t  l e g a l  a d v i c e .  T h a t  is a n  i s s u e  

t h a t  L & H i n t e n d s  to p u r s u e  l e g a l l y  to t h e  full, l i m i t s  o f  

t h e  law ,  s h o u l d  a n  a d v e r s e  r u l i n g  be m a d e  b y  y o u r  d i v i s i o n .

I a m  c o n f i d e n t  t h a t  a q u a l i f i e d ,  e x p e r i e n c e d  a t t o r n e y  w i l l  

c o m e  to the s a m e  c o n c l u s i o n  t h a t  I h a v e :  t h a t  n e i t h e r  G a r y

S t e r n a  n o r  D e n n i s  T h o m a s  a r e  e n t i t l e d  to p a y m e n t  o f  any 

w a g e s  t h r o u g h  D i v i s i o n  o f  W a g e  a n d  H o u r  p r o c e d u r e s  u n d e r  t h e  

A c t ,  f o r  the r e a s o n  t h a t  t h e y  a r e  o w n e r s  o f  t h e  c o m p a n y .

• " .

• V*' It,

Y o u  i n d i c a t e d  t h a t  t h e  norm.il e n f o r c e m e n t  p o l i c y  o f  y o u r  

d i v i s i o n  is to r e q u i r e  p a y m e n t  af w a g e s  to o w n e r s .  I a m

O n  t h e  f a c e  o f  t h e  s u b c o n t r a c t  b e t w e e n  L & H a n d  G r o u n d  Up, 

D e n n i s  T h o m a s  s i g n e d  h i s  n a m e  a s  a c o - o w n e r .  H e  m a d e  ane 

s a m e  r e p r e s e n t a t i o n  to L & H ' s  r e p - e s e n t a t i v e  in n e g o t i a t i n g  

t h e  c o n t r a c t .  G a r y  S t e r b a  m a d e  t h e  s a m e  r e p r e s e n t a t i o n  to L 

& H ' s  r e p r e s e n t a t i v e s .  R e g a r d l e s s  of the f a c t  t h a t  S t e r b a ' s  

n a m e  m a y  a p p e a r  to b e  t h e  o n l y  o n e  o n  the c o n t r a c t o r ' s  c o n d  

f i l e d  w i t h  the s t a t e  o r  o n  t h e  s t a t e  b u s i n e s s  l i c e n s e ,  t h a t  

d o e s  n o t  m e a n  t h a t  D e n n i s  T h o m a s  w a s  n o t ,  a t  l e a s t  f o r  t he 

p u r p o s e s  o f  t h i s  o n e  p r o j e c t ,  a c o - o w n e r  of G r o u n d  U p  

C o n s t r u c t i o n .  H e  w a s  a p p a r e n t l y  a d d e d  as a p a r t n e r  a f t e r  

t h e  c o n t r a c t o r ' s  l i c e n s e  a n d  b u s i n e s s  l i c e n s e  w e r e  o b t a i n e d .  

W n e t h e r  o r  n o t  h e  a n d  S t e r b a  w o u l d  h a v e  a p p l i e d  f o r  a n  

a m e n d e d  o r  n e w  b u s i n e s s  l i c e n s e  o r  c o n t r a c t o r ' s  b o n d , ; o r  

e v e n  w o u l d  b e  r e q u i r e d  t o  d o  s o  u n d e r  t h e  law, is w h o l l y  

i r r e l e v a n t .  M o r e o v e r ,  e v e n  if it w e r e  to d e v e l o p  

u n e q u i v o c a l l y  t h a t  D e n n i s  T h o m a s  w a s  in f a c e  n o t  a g e n u i n e  

o w n e r  o f  G r o u n d  U p  a t  a n y  t i m e ,  b y  h a v i n g  s i g n e d  the 

c o n t r a c t  w i t n  L  & H  a s  a n  o w n e r ,  ne is e s t o p p e d  l e g a l l y  f r o m  

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

e n f o r c e m e n t  o f  t h i s  c o n t r a c t .  H e  is c i v i l l y  l i a b l e  t o  L  & H  

f o r  b r e a c h  o f  c o n t r a c t  u n d e r  t h e  law, j u s t  as c o - o w n e r  G a r y  
S t e r b a  is.
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c u r i o u s  to k n o w  h o w  f r e q u e n t l y  t h e  i s s u e  h a s  c o m e  up. I 

w o u l d  b e  s u r p r i s e d  if i t  c a m e  u p  m o r e  t h a n  o n  a r a r e  

o c c a s i o n .  H o w e v e r ,  r e g a r d l e s s  o f  w h e t h e r  t h e r e  is in f a c t  a 

p o l i c y  o r  if t h a t  is s i m p l y  t h e  w a y  t h a s  s o m e  e n f o r c e m e n t  

o f f i c e r  f o r  W a g e  a n d  H o u r  D i v i s i o n  h a n d l e d  an i n d i v i d u a l  

s i t u a t i o n  in t h e  p a s t ,  t h e r e  is n o  a u t h o r i t y  u n d e r  t h e  

e n a b l i n g  l e g i s l a t i o n  to p e r m i t  s u c h  a r e s u l t .

Y o u  h a v e  i n d i c a t e d  t h a t  t h e  r e g u l a t i o n s  p e r m i t  t h a t  

a p p r o a c h ,  b u t  I w o u l d  r e m i n d  y o u  t h a t  the r e g u l a t i o n s  c a n  d o  

n o  m o r e  c h a n  w h a t  t n e  e n a b l i n g  s t a t u t e s  a u t h o r i z e .  A n y  

e f f o r t  o n  t he p a r t  o f  t he r e g u l a t i o n s  ta g o  b e y o n d  che 

a u t h o r i t y  g r a n t e d  b y  t h e  s t a t u t e s  is n u l l  a n d  v o i d  a s  a 

m a t t e r  o f  law. Y o u  a l s o  s e e m  to t h i n k  t h a t  t h e  r e g u l a t i o n s  

a n d  t h i s  s o - c a l l e d  " p o l i c y "  is j u s t i f i e d  u n d e r  t h e  

p r o v i s i o n s  o f  t he A c t  t h a t  r e q u i r e  o w n e r s  to i n c l u d e  on 

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

t h e  s a m e  s o r t  o f  w o r k  a s  t h e i r  e m p l o y e e s .  H o w e v e r ,  is is 

q u i t e  o b v i o u s  f r o m  t h e  s t a t u t e  t h a t  t h e r e  is e s s e n t i a l l y  o n e  

r e a s o n  f o r  d o i n g  t h i s :  to m a k e  s u r e  th a t ,  f o r  d e t e r m i n i n g

t h e  a p p r o p r i a t e  a v e r a g e  w a g e  a p p l i : a o l e  to t h e  g i v e n  t y p e  o f  

w o r k  f o r  e n f o r c e m e n t  p u r p o s e s ,  t h e  i i v i s  i o n  r e c e i v e s  a l l  

d a t a  g e r m a n e  t o  m a k i n g  t h a t  c a l c u l a t i o n .  T h e  a m o u n t  t h a c  

o w n e r s  p a y  t h e m s e l v e s  f o r  d o i n g  t h e  j : 'al t y p e  w o r t  m  

q u e s t i o n  is o b v i o u s l y  i m p o r t a n t  d a u a  c d e t e r m i n a t i o n .

Y o u  i n d i c a t e d  t h a t  t h e r e  is a s e c o n d  u. c t h i s  

i n f o r m a t i o n :  in r e v i e w i n g  c o n t r a c t s  a n d  p u b l i c  v o r k s ,  y o u

a r e  a b l e  to m a k e  c e r t a i n  t h a t  the c o n t r a c t o r  s u b m i t s  a v a l i d  

c o m p e t i t i v e  b i d  w i t h  s u t f i c i e n t  f u n d s  to in f a c t  p a y  w a g e s  

t o  e m p l o y e e s  w h o  a r e  a c t u a l l y  p e r f o r m i n g  the w o r k  in 

q u e s t i o n .  If s u c h  r e v i e w  o f  c o n t r a c t s  is a l e g i t i m a t e  

e x o r c i s e  o f  y o u r  d i v i s i o n ,  s t i l l  the p u r p o s e  o f  r e q u i r i n g  

t h e  o w n e r  to s u b m i t  h i s  h o u r s  a n d  r a t e s  o f  p a y  o n  c e r t i f i e d  

p a y r o l l  is f o r  d a t a  c o l l e c t i o n  p u r p o s e s .  In s h o r t ,  n o t h i n g  

in t h e  s t a t u t e  a u t h o r i z e s  y o u r  d i v i s i o n  to e n f o r c e  p a y m e n t  

o f  w a g e s  to o w n e r s .

F i n a l l y ,  I a m  s o m e w h a t  c o n c e r n e d  a b o u t  the a p p r o a c h  t h a t  is 

b e i n g  t a k e n  in t h i s  e n t i r e  m a t t e r .  U n d e r  t h e  A c t ,  t he 

c o n t r a c t o r  w h o  is in v i o l a t i o n  o f  t h e  A c t  for n o n p a y m e n t  o f  

w a g e s  is D e n n i s  T h o m a s  a n d  G a r y  G t e r b a  d / b / a  G r o u n d  U p  

C o n s t r u c t i o n .  Q u i t e  a p a r t  f r o m  y o u r  i n v e s t i g a t i o n  in 

d e t e r m i n i n g  v a l i d i t y  o f  w a g e  c l a i m s ,  e t c . ,  w h a t  e f f o r t  is 

b e i n g  m a d e  to c o m p e l  G r o u n d  U p  C o n s t r u c t i o n  to p a y  its
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e m o l o y e e s ?  A g a i n ,  v i o l a t i o n  o f  t n e  A c t  c a r r i e s  c r i m i n a l  

p e n a l t i e s .  H a v e  S t e r b a  a n d  T h o m a s  b e e n  i n f o r m e d  of t h o s e  

p e n a l t i e s  a n d  is a n y  p r o s e c u t i o n  u n d e r  c o n s i d e r a t i o n  s h o u l d  

t h e y  f a i l  to m e e t  t h e i r  o b l i g a t i o n s  as e m p l o y e r  u n d e r  the 

A c t  w i t h  r e g a r d  to p a y m e n t  o f  t h e  e m p l o y e e s ?

F r o m  m y  c o n v e r s a t i o n s  w i t h  y o u ,  it s e e m s  as if y o u r  p r i m a r y  

t h r u s t  is to s a t i s f y  y o u r s e l f ,  p r i m a r i l y  b a s e d  on u n s w o r n  

i n f o r m a t i o n  r e c e i v e d  f r o m  S t e r b a ,  T h o m a s  a n d  t h e i r  

e m p l o y e e s ,  as to h o w  m u c h  w a g e s  a r e  i n v o l v e d ,  a n d  t h e n  s e e k  

to f o r c e  L & H, t h e  g e n e r a l  c o n t r a c t o r  :n the p r o j e c t ,  or 

t h e  s c h o o l  d i s t r i c t  to p a y  t h o s e  w a g e s .  O b v i o u s l y  the 

e n t i t y  r e s p o n s i b l e  f o r  p a y m e n t  o f  t h e  w a g e s  is G r o u n d  U p  

C o n s t r u c t i o n ,  a n d  e v e r y  e f f o r t  a v a i l a b l e  to the D i v i s i o n  
s h o u l d  be e x h a u s t e d  in s e e k i n g  to c o m p e i  G r o u n d  U p  to p a y  

i t s  e m p l o y e e s ,  b e f o r e  t h e  D i v i s i o n  e v e n  c o n s i d e r s  p u r s u i n g  

o t t e r  s o u r c e s  o f  p a y m e n t .  I t r u s t  t h a t  is e x a c t l y  w h a t  y o u  

w i l l  do, a n d  t h a t  m y  u n e a s y  f e e l i n g  in t h i s  r e g a r d  is 

u n f o u n d e d .

A s  I h a d  i n d i c a t e d  b e f o r e ,  if w e  c a n  ue o f  a n y  f u r t h e r  

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

w i l l  a s s i s t  y o u  in g e t t i n g  a t  t h e  t r u t h  in t h i s  m a t t e r ,  we 

w i l l  b e  h a p p y  to c o o p e r a t e .  H o w e v e r ,  m y  c l i e n t  h a s  a r i g h t  

t o  b e  t r e a t e d  f a i r l y  u n d e r  t h e  lav/ a n d  a c c o r d i n g  to d u e  

p r o c e s s  o f  l a w ,  j u s t  a s  a n y o n e  e l s e  d o e s .  T h e  W a g e  a n d  H o u r  

D i v i s i o n  f u n c t i o n  s h o u l d  n o t  b e  p r o s t i t u t e d  to b e c o m e  a 

m e t h o d  o f  s u b c o n t r a c t o r s  g e t t i n g  t h e i r  m o n e y  o u t  o f  i n  

u p s t r e a m  c o n t r a c t o r ,  w h e n  t h e  s u b c o n t r a c t o r  h a s  b r e a c h e d  h i s  

c o n t r a c t  a n d  f a i l e d  to f u l f i l l  h i s  o b l i g a t i o n s  to the 

u p s t r e a m  c o n t r a c t o r .  S u c h  a p r o c e s s  w o u l d  c o n s t i t u t e  a t  

b e s t  a g r o s s  a b u s e  o f  t h e  e n a b l i n g  L e g i s l a t i o n ,  a s  w e l l  as a  
m a j o r  m i s c a r r i a g e  o f  j u s t i c e .

W i t h  b e s t  r e g a r d s ,

S C H A I B L E ,  S T A L E Y , D e L I S I O  

& C O O K ,  INC.

S t e p h e n  s. d o l i s l o

S S D / s l b

cc: L e n  H a n n a m a n



X X !  E A G L E  S T R E E T  
P O U C H  7 - 0 2 !

A N  C H O P  A '3  E . A L A S K A  5 5 5 1 0  

P K C f J E :  IS O N  2 & - 2 A 3 5

WAGE 3. HOUR ADUiNiSTRA TION 
LABOR STANDARDS & SAFETY DIVISION

RECEIVED —  m NCHORAGE

F F E  i ~  1SS4

January 31, 1984

SCHAiBLE. STALEY, 

DeLISIO AND COOK. INC.

L & H Enterprises, Inc.
P.O. Box 111593 

Anchorage, Alaska 99511

Attention: Len Hannaman

Dear Mr. Hannaman:

RE: ANCHORAGE SERVICE-HANSHEW SPORTS C O M P L E X

FXA 1183-025

Enclosed is a copy of o ur letter to the Anchorage School District requiring 

the withholding of funds on the project referenced above. The total to be 
withheld has teen increased to 517,640.00. This new figure is based upon the 

following:

1. Ground <Jp Construction has submitted revised certified payrolls to 

our office, along wich its payroll records.

2. The Attorney General's Office has informed us that wages earned by 

owner/operators must be paid at prevailing wage rates; specifically,
29 C F R  5.2(i) states,

"Every person paid by a contractor o r  subcontractor in any manner 
for his labor in the construction prosecution; completion o r  repair 

o f  a public building or public work...is 'employed' and receiving 
'wages' regardless of any contractual relationship alleged to exist."

Therefore, w e  have adjusted the amount of funds being retained.

As you will see fran the payroll copies enclosed, the hours of work shown vary 

from the original payrolls submitted by Ground Up Construction. If you have 

any dispute with the hours shown, please submit any documentation o r  other 
evidence you may have that supports your content io n (s) to me at the address 

shown above.
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L & H Enterprises 

January 31, 1984 
Page 2

If you agree with the time shown, please inform o u r  office of the action you 

w ish to take to have these wages paid. W h a t e v e r  the case, please respond" to 
this letter by February 10, 1984.

If you have any questions, please feel free to contact me.

Bruce Silverthorn 

Investigator

Wage & Hou r  Administration 

Labor Standards & Safety Division

Enclosure

cc: Steve Delisio

cc: Ground L’p Construction

cc: Anchorage School District
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| Anchorage School District
Pouch 6-614

Anchorage, Alaska 9^502

Attention: Lowell T. Freeman

Dear Mr. Freeman:

j RE: ASD-SERVICE HANSFSW SPORTS COMPLEX
F.'LA 1133-025

On December 22, 1983, w e  wrote to the Anchorage School District to explain 
that we were investigating the wages paid to the employees of Ground Op 

3 Construction. G r o u n d  Up Construction is a subcontractor of L & H Enterprises,

Inc. on this oroject. Our letter directed vou to withhold a total of
513,129.00.

8 Since that time, we have been provided wit h  additional information on the total
hours worked by the Ground Up Construct Lon emplc/ees, as follows:

<! G a r y  Sterba

Laborer

157 s.t. hrs. » 5 13.82 = 5 2,954.74

59 o.t. hrs. @ 28.23 = 1,665.57

216 f.b. hrs. 0 5.65 = 1,220.40

5 5,840.71

Dennv Thomas

(117 s.t. hours, 51 o.t. hours)

5 5,840.71

Laborer (80$)

93 1/2 s.t. hrs. a $ 18.82 = 5 1,759.67

41 o.t. hrs. @ 28.23 = 1,157.43
134 1/2 f.b. hrs. (3 5.65 = 759.93

Operator (20?)

23 1/2 s.t. hrs. q 5 23.34 = $ 560.24

10 o.t. hrs. a 35.76 = 357.60

33 1/2 f.b. hrs. a 5.45 182.58

S L,100.42

5 4,777.45



\

Anchorage School District
January 31, 1984
Page 2

Ed C-utosky
(117 s.t. hours, 51 o .t. hours)

Oper a t o r  (80»)
93 1/2 s.t. hrs. 0 $ 23.84 = $ 2,229.04
41 o.t. hrs. @ 35.76 = 1,466.16

134 1/2 f.b. hrs. 0 5.45 = 733.03

$ 4,428.23

Laborer (20*)
23 1/2 s.t. hrs. ■a $ 13.82 = $ 442. 27
10 o.t. hrs. ? 28.23 = 282.30
33 1/2 f.b. hrs. 0 5.65 = 189.28

$ 913.85

S 5,342.03
A n d y  Sterba

(64 s.t. hours)

Truckdriver (80^) 
51 s.t. hrs. 0 

51 f.b. hrs. 0

S 19.80

6.89

= S 1,009.80

351.39
S 1,361.19

Laborer (20»)
13 s.t. hrs. 0 
13 f.b. hrs. ?

$ 18.82
5.65

= $ 244.66

73.45

S 318.11

$ 1,679.30

TOTAL W A G E S  EARNED = $ 1 7 , 6 3 9 . 5 4

In accordance with the provisions of Title 36 of the Alaska Statutes quoted in 
o u r  previous letter, we are hereby directing the Anchorage School District to 

adjust the amount of funds withheld from the L & H Enterprises, Inc. contract to 
$17,640.00. •. %

In closing, I would like to ask once again that you c o n firm to us in writina 
that you have complied with this demand for withholding! As mentioned in our 
first letter, failure to comply m ay result in further action by the Department of 
Labor in accordance with A.S. 36.05.0 30(b).



Anchorage School District
January 31, 1934
Page 3

If y cu have any questions, please contact Bruce Silverthorn o r  myself, and we 
will assist ycu.

Very trjly yours,

Supervising Investigator

Wag e  & Hour Administration

Labor Standards & Safety Division

cc: L & H Enterprises, Inc.
Steve Delisio 

Ground Up Construction

“''Jean Morgan



The Law Firm of
Schaible. Staley. DeLisio & Cook. Inc.

F e b r u a r y  6 , 1 9 8 4

B r u c e  S i l v e r t h o r n ,  I n v e s t i g a t o r  

A l a s k a  D e p a r t m e n t  o f  L a b o r  

W a g e  & H o u r  A d m i n i s t r a t i o n  

L a b o r  S t a n d a r d s  & S a f e t y  D i v i s i o n  

P o u c h  7 - 0 2 1  

A n c h o r a g e ,  A K  9 9 5 1 0

A n rh o rag e  O ffice 
Stephen 5. DeLhio 

Alan Shrm r 
Jorcph M. Moran 

Micharl C. Ccraehiv 
Palnria  L  Zubrl 

Walter J. Sczuiilo 
Allan J. ()l*in

F a irb a n k s  O ffice 
Grace Berg Schaible 
How an 1 Staley 
Dennis E. Cook 
Barbara L. Schuhmann 
RuUrt B. Cforeclose 
C harlie 1). Silvcv. Jr.

O f Coun*el:
William V. Bnpgns

R e: A n c h o r a g e  S e r v i c e - H a n s h e w  S p o r t s  C o m o l e x

P W A  1 1 8 3 - 0 2 5

D e a r  M r .  S i l v e r t h o r n :

Y o u r  l e t t e r  t o  L  & H  E n t e r p r i s e s  o f  J a n u a r y  31, 19 8 4 ,  w i t h  r e g a r d  

t o  t h e  a b o v e  m a t t e r  h a s  b e e n  r e f e r r e d  t o  m e  f o r  r e s p o n s e  o n  b e h a l f  

o f  L  & H. I h a v e  c e a s e d  t o  b e  a m a z e d  a :  t h e  l a c k  o f  d u e  p r o c e s s  

w h i c h  y o u r  d e p a r t m e n t  a p p e a r s  t o  f a v o r  rr. t h e s e  m a t t e r s ,  a t  l e a s t  
as i t  a s  b e e n  d e m o n s t r a t e d  i n  t h i s  c a s e .

T o  b e g i n  w i t h ,  t h e  t h r u s t  o f  y o u r  l e t t e r  is d i r e c t e d  a t  m y  c l i e n t ,  

t h e  g e n e r a l  c o n t r a c t o r ,  n o t  a t  t h e  e m p l o y e r  o f  t h e  e m p l o y e e s  w h o  

h a v e  n o t  b e e n  p a i d  a s  r e q u i r e d  b y  t h e  l a w  y o u  s e e k  t o  e n f o r c e .

W h a t  a c t i o n  i s  b e i n g  t a k e n  w i t h  r e g a r d  t o  G r o u n d  U p  C o n s t r u c t i o n  

a n d  i t s  c o - o w n e r s ,  G a r y  S t e r b a  a n d  D e n n i s  T h o m a s ,  i n  t h i s  r e g a r d ?  

W h a t  d o  t h e y  p r o p o s e  t o  d o  a b o u t  p a y i n g  t h e  w a g e  c l a i m s  o f  t h e i r  

e m p l o y e e s ,  i s  t h e  m o r e  a p p r o p r i a t e  q u e s t i o n  t h a t  s h o u l d  b e  a s k e d  •_ 
a t  t h i s  t i m e .  F u r t h e r m o r e ,  w h a t  a c t i o n  d o e s  y o u r  d e p a r t m e n t  i n t e n d  

t o  t o  t a k e  w i t h  r e g a r d  t o  t h e  s t a t u t e s  t h a t  s e t  f o r t h  s a n c t i o n s  ■>' 

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

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

U n d e r  a n y  r e a s o n a b l e  p r o c e d u r e ,  o n e  w o u l d  h a v e  e v e r y  r e a s o n  t o  

e x p e c t  t h a t  t h e  a d m i n i s t r a t i v e  p r o c e d u r e s  a v a i l a b l e  t o  y o u r  a g e n c y ’ 

w o u l d  b e  e x h a u s t e d  i n  d e a l i n g  w i t h  t h e  p a r t y  w h o  is d i r e c t l y  

r e s p o n s i b l e  f o r  t h e  p r o b l e m  - t h e  e m p l o y e r .  Y e t  y o u r  l e t t e r  d o e s  

n o t  e v e n  a d d r e s s  t h a t  s u b j e c t  m a t t e r ,  b u t  a d d r e s s e s  t h e  s u b j e c t  t o  

L  & H  E n t e r p r i s e s  a s  i f  J, & H  w a s  t h e  a c t u a l  e m p l o y e r  o f  t h e  

w o r k m e n  i n  q u e s t i o n .

. .

91.1 W n l  fit It A v tn n r  P n . t  O f f ir r  Him 10-HIII  AnchorO(tr,  Alu.ku W 3 I ( W  ' I I I
(907 ) 279 -9 5 7 1 CnWc A i l i l r c .  - MK.lt W C II  T r | „  2 5 .^ 5 7

bus I



B ruce S i l v e r t h o r n
F e b r u a r y  6, 1984
Pa g e  T w o

A s  y o u  v e r y  w e l l  k n o w ,  w e  d o  d i s p u t e  t h e  h o u r s  s h o w n  b y  G r o u n d  U p  

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

t o  a d d r e s s  t h e  f a c t  t h a t ,  w i t h o u t  a n y  o b l i g a t i o n  t o  d o  so, w e  

s u b m i t t e d  t o  y o u  a s w o r n  a f f i d a v i t  o f  J u n i o r  R u s s e l l  d a t e d  

D e c e m b e r  16, 19 8 3 ,  s e t t i n g  f o r t h  t h e  b a s i s  f o r  o u r  c h a l l e n g i n g  

t h e  p a y r o l l  r e c o r d  o f  G r o u n d  U p  C o n s t r u c t i o n ,  a s  t h e n  k n o w n .

W e  r e a l i z e  t h a t  y o u  h a v e  r e c e i v e d  m o r e  r e c e n t  i n f o r m a t i o n ,  b u t  

t h a t  m o r e  r e c e n t  i n f o r m a t i o n  has r e s u l t e d  m  a  s u b s t a n t i a l  i n c r e a s e  . 

i n  t h e  a m o u n t  o f  h o u r s  a l l e g e d l y  w o r k e d ,  w h e r e a s  M r .  R u s s e l l ' s  

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

r e c o r d  w a s  g r o s s l y  e x c e s s i v e .

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

h o u r s  w o r k e d  is u t t e r l y  u s e l e s s  i n  o u r  b e i n g  a b l e  t o  m a k e  a 

r e s p o n s e  w i t h  r e g a r d  t o  d i s p u t i n g  t h o s e  h o u r s .  N o  a t t e m p t  is 

m a d e  i n  y o u r  a t t a c h e d  l e t t e r  o f  J a n u a r y  31, 1 9 8 4  t o  t h e  s c h o o l  
d i s t r i c t ,  w h e r e i n  t h e  h o u r s  a r e  s e t  f o r t h ,  t o  s h o w  o n  what: d a y s  

e a c h  i n c r e m e n t  o f  h o u r s  w a s  p u t  in. O b v i o u s l y  t h a t  is t h e  o n l y  
w a y  t h a t  w e  w o u l d  h a v e  t o  c h a l l e n g e  t h e  h o u r s  s h o w n .

T h i r d ,  w h a t e v e r  h a p p e n e d  t o  t h e  r i g h t  t o  a h e a r i n g  o n  a d i s p u t e  

o f  t h i s  t y p e .  F r o m  t h e  t o n e  o f  y t u r  l e t t e r ,  o u r  e n t i t l e m e n t  to b e  

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

is v e r y  d i s t u r b i n g  i n a s m u c h  a s  y o u r  l e t t t r  f a i l e d  t o  n o t e  t h a t  w e  
h a d  a l r e a d y  s u b m i t t e d  a s u b s t a n t i a l  s w o r n  d o c u m e n t  w h i c h  v e r y  

e x t e n s i v e l y  c h a l l e n g e d  t h e  c l a i m s  b e i n g  a s s e r t e d  b y  G r o u n d  U p  

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

I n  a d d i t i o n ,  w e  h a d  p r e v i o u s l y  a d v i s e d  y o u  t h a t  a p o r t i o n  o f  t h e  

w o r k  p r o v i d e d  b y  G r o u n d  U p  C o n s t r u c t i o n  a t  A n c h o r a g e  S e r v i c e - H a n s h e w  
S p o r t s  C o m p l e x  w a s  p e r f o r m e d  d i r e c t l y  t o  t h e  a c c o u n t  o f  t h e  ‘

A n c h o r a g e  S c h o o l  D i s t r i c t ,  a n d  n o t  u n d e r  t h e  s u b c o n t r a c t  w i t h  L  & K  

E n t e r p r i s e s .  N e v e r t h e l e s s ,  n e i t h e r  y o u r  l e t t e r  t o  L  & H  E n t e r p r i s e s ”V-/S$r 

o r  y o u r  l e t t e r  t o  t h e  s c h o o l  d i s t r i c t ,  b o t h  o f  w h i c h  a r e  d a t e d  • - ' g & M  
J a n u a r y  31, i9 8 4 .  d e a l  w i t h  t h i s  q u e s t i o n .  A  h u n d r e d  p e r c e n t  o f  

w h a t  y o u  a r e  a s k i n g  t h e  s c h o o l  d i s t r i c t  t o  w i t h h o l d  is b e i n g  a s k e d  

t o  b e  w i t h h e l d  f r o m  L & H  E n t e r p r i s e s  c o n t r a c t .  O b v i o u s l y ,  n o  

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

a r e  i n t e r p r e t e d  i n  t h e  f i n a l . a n a l y s i s , t h e r e  w o u l d  b e  a b s o l u t e l y  

n o  r i g h t  f o r  a n y b o d y  to h a v e  t h e  s c h o o l  d i s t r i c t  w i t h h o l d  m o n i e s  

f r o m  L  & H  E n t e r p r i s e s  f o r  w a g e s  o w e d  b y  G r o u n d  U p  C o n s t r u c t i o n  t o  ' 
i t s  e m p l o y e e s  f o r  p e r f o r m i n g  s e r v i c e s  t o  t h e  d i r e c t  a c c o u n t  o f  t h e  
A n c h o r a g e  S c h o o l  D i s t r i c t .

C o n c e r n i n g  y o u r  a d v i s e  w i t h  r e g a r d  t o  t h e  e n t i t l e m e n t  o f  o w n e r /  

o p e r a t o r s ,  a s  y o u  w e l l  k n o w ,  w e  i n t e n d  t o  c h a l l e n g e  t h a t ,  if 

n e c e s s a r y ,  t o  t h e  h i g h e s t  c o u r t .  T h e  i n t e r p r e t a t i o n  is b e i n g  m a d e  . . ...
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B r uce S i l v e r t h o r n
F e b r u a r y  6, 1984
P a g e  T h r e e

o f  a r e g u l a t i o n  w h i c h  d o e s  n o t  e x p r e s s l y  s a y  w h a t  y o u  s a y  i t  

s a y s .  I n  o t h e r  w o r d s  y o u  a r e  i n t e r p r e t i n g  w h a t  t h e  w o r d s  m e a n .  

T h e  r e g u l a t i o n  o n l y  h a s  s u c h  s c o p e ,  f o r c e  a n d  e f f e c t  a s  t h e  

e n a b l i n g  s t a t u t e  g i v e s  it, a n d  t h e r e  i s  n o t h i n g  u n d e r  t h e  s t a t u t e  

t h a t  g i v e s  t h e  D e p a r t m e n t  o f  L a b o r  t h e  r i g h t  t o  e s t a b l i s h  a 

r e g u l a t i o n  w h i c h  w o u l d  r e q u i r e  a n  u p s t r e a m  c o n t r a c t o r  t o  p a y  a 

d e f a u l t i n g  s u b c o n t r a c t o r  o w n e r / o p e r a t o r  p r e v a i l i n g  w a g e  r a t e s .

W e  h e r e b y  d e m a n d  o u r  r i g h t s  a s  e s t a b l i s h e d  b y  l a w  t o  t h e  b e n e f i t  

o f  t h e  a d m i n i s t r a t i v e  p r o c e d u r e s  p e r t a i n i n g  t o  s u c h  m a t t e r s .  
F u r t h e r m o r e ,  w e  r e q u e s t  a n  a n s w e r  t o  t h e  i n q u i r i e s  w e  h a v e  m a d e  
a b o v e .

S h o u l d  y o u  s e e  f i t  t o  p r o v i d e  us w i t h  a  brea.-idown o f  t h e  h o u r s  
c l a i m e d  b y  G r o u n d  U p ' s  e m p l o y e e s  a n d  o w n e r s ,  o n  a d a y - b y — l a y  

b a s i s  s o  t h a t  w e  c a n  e v a l u a t e  t h e m ,  w e  w i l l  b e  h a p p y  t o  m a k e  a 
f u r t h e r  e v a l u a t i o n .  H o w e v e r ,  w e  q u e s t i o n  w h e t h e r  s u c h  a n  

a n a l y s i s  w o u l d  b e  a w a s t e  o f  t i m e ,  s i n c e  y o u  h a v e  o b v i o u s l y  
d i s r e g a r d e d  M r .  R u s s e l l ' s  p r e v i o u s  s w o r n  a n a l y s i s .

V e r y  t r u l y  y o u r s ,

S C H A I B L E ,  S T A L E Y ,  D e L I S I O  

& C O O K ,  I N C .

Ey:

S S D / s l b

c c: L e n  H a n n a m a n
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Micharl C. G rrachu  
P atnria  L. Zohe. 
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Allan J . '/I.Min 
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F a irb a n k . O ffice 
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Ocnnir E Con1 
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Robert B. G r w c l i x  
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B illiam \  . Hnpeo*

D e a r  M r .  S i l v e r t h o r n :

Y o u  w i l l  r e c a l l  o n  F e b r u a r y  21, 1 9 8 4  o u r  t e l e p h o n e  c o n v e r s a t i o n s  

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

n o t  p r e s e n t e d  u n d e r  o a t h .  Y o u  s t a t e d  t h a t  M r .  S t e r b a  w a s  u n w i l l i n g  

t o  p r o v i d e  a " c e r t i f i e d  p a y r o l l " ,  o n  t h e  g r o u n d  t h a t  h e  f e l t  s u c h  

c e r t i f i c a t i o n  c o n s t i t u t e d  a r e p r e s e n t a t i o n  t h a t  t h e  p a y r o l l  h a d  b e e n  

p a i d ,  w h e n  i t  h a d  n o t .

A c c o r d i n g l y ,  I r e q u e s t e d  t h a t  y o u  o b t a i n  f r c m  G r o u n d  U p  C o n s t r u c t i o n  

a s w o r n  a f f i d a v i t  t o  t h e  a c c u r a c y  o f  t h e  i n f o r m a t i o n  c o n t a i n e d  i n  

w h a t e v e r  p a y r o l l  r e c o r d  G r o u n d  U p  i n t e n d s  n o w  t o  r e l y  u p o n .  Y o u  

a d v i s e  t h a t  t h a t  w o u l d  b e  a n  e a s y  t h i n g  t o  a c c o m p l i s h ,  a n d  t h a t  y o u  

w o u l d  d o  s o  a n d  s e n d  m e  a c o p y  o f  t h e  a f f i d a v i t  i m m e d i a t e l y .

W e  a r e  n o w  a p p r o x i m a t e l y  o n e  f u l l  m o n t h  s i n c e  t h a t  d i s c u s s i o n ,  a n d  

I h a v e  n o t  r e c e i v e d  a n y  s u c h  a f f i d a v i t .  H a s  M r .  S t e r b a  d e c l i n e d  t o  

p r o v i d e  o n e ?  W h e n  m a y  w e  e x p e c t  t o  s e e  s o m e  s w o r n  s u p p o r t  f o r  t h i s  

o f t  c h a n g e d  a n d  p e r h a p s  i n  t h e  f u t u r e  o f t e n  c h a n g i n g  p a y r o l l  " r e c o r d ? "

I a t t e m p t e d  t o  c a l l  y o u r  o f f i c e  o n  M a r c h  19, o n l y  t o  b e  a d v i s e d  t h a t  

y o u  w e r e  g o n e  o n  p e r s o n a l  l e a v e  u n t i l  A p r i l  1. I t r u s t  y o u  w i l l

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

V e r y  t r u l y  y o u r s ,

S C H A I B L E ,  S T A L E Y ,  D e L I S I O  & C O O K ,  I N C .

c c: L e n  H a n n a m a n
V 1.1 B r . l  l i th  kxiM iur 
(‘HIT)
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BILL SHEFFIELD. GOVERNOR

WAGE & HOUR A DM IN 1STRA T/ON 
LABOR STANDARDS & SAFETY DIVISION

DElPASaTIMEWT OF LA3 0 3 X X 1 EA G LE STR EET 
POUCH 7-021
ANCHO RAG E. ALASKA 9 9 5 1 0  
PH O N E: 19071254-2435

RECEIVED— ANCHORAGE

M A R  2  2  1384
March 21, 1984 SCHAIBLE. STALEY, 

DsLISIO AND COCK, INC.

Schaible, Staley, Delisio A Cook, Inc.

PO Box 102340 

Anchorage, AK. 99510

Attention Stephen S. Delisio

RE: ASD-SERVICE HANSHEW SPORTS COMPLEX

PUA1183-025

Enclosed are the amended certified payrolls submitted by Gary Sterba, on 

behalf of Ground 'Jp Construction, for work performed on the above referenced 

project. Mr. Sterba's certification is attached for your review.

Please compare these payrolls for consistancy with your own records and provide 

this office with any conments you mighL have by April 6, 1984.

If you have any questions, please don't hesitate to contact our office at

264-2435.

Yours,

M/ll Investigator ’

wage & Hour Administration
Labor Standards & Safetv Division

Enc losures



T O :  F i l e

F R O M :  S S D

D A T E :  1 2 / 1 9 / 3 3

R e :  L  & H  E n t e r p r i s e s  v. G r o u n d  U p  C o n s t r u c t i o n

O n  t h i s  d a t e  I s p o k e  a t  l e n g t h  w i t h  B r u c e  S i l v e r t h o r n  r e g a r d i n g  

t h e  s t a t u s  o f  t h e  m a t t e r .  H e  is e x p e c t i n g  t o  m e e t  w i t h  G a r y  S t e r b a

o n  t h e  m o r n i n g  o f  D e c e m b e r  20, 1 9 8 3 .  H e  i n d i c a t e d  t h a t  h e  h a d  n o t

t o l d  S t e r b a  t h a t  h e  w o u l d  b e  o r d e r i n g  t h e  S c h o o l  D i s t r i c t  t o  p a y  

t h e  w a g e s .  H e  w i l l ,  h o w e v e r ,  b e  i n s t r u c t i n g  t h e  S c h o o l  D i s t r i c t  t o  

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

p r e l i m i n a r y  i n q u i r y  m a y  b e  d u e .

I i n f o r m e d  h i m  o f  t h e  a f f i d a v i t  p r e p a r e d  b y  J u n i o r  R u s s e l l

f r o m  t h e  L  & H  j o b  l o g s ,  a n d  a g r e e d  t o  d e l i v e r  a c o p y  o f  t h e  a f f i d a v i t s  

t o  h i m  a s  s o o n  a s  p o s s i b l e .  I s e n t  i t  w i t h  S h a r o n  o n  t h e  a f t e r n o o n  

o f  1 2 / 1 9 / 8 3 .  I a l s o  r e a d  f r o m  i t  t h e  c o n f l i c t i n g  I n f o r m a t i o n  f r o m  

t h e  c e r t i f i e d  p a y r o l l  r e c o r d s .

H e  i n d i c a t e s  t h a t  a c o u p l e  o f  t h e  e m p l o y e e s  h a v e  e v e n  f i l e d  

c o n f l i c t i n g  c l a i m s  i n d i c a t i n g  t h a t  t h e r e  i s  m o r e  o w i n g  t h e m  t h a n  is 

s h o w n  o n  t h e  c e r t i f i e d  p a y r o l l  s u b m i t t e d  b y  S t e r b a .

O n c e  a g a i n  h e  r e i t e r a t e d  h i s  b e l i e f  t h a t  o w n e r s  w e r e  e n t i t l e d  

t o  p a y m e n t  u n d e r  t h e  A c t  a s  w e l l  a s  r e g u l a r  e m p l o y e e s .  I p o i n t e d  

o u t  t o  h i m  t h a t ,  b e f o r e  h e  m a d e  a m a j o r  m i s t a k e  i n  e n f o r c e m e n t ,  h e  

s n o u i u  .Inquire f o r  a n  o p i n i o n  o f  t h e  a s s i s t a n t  a t t o r n e y  g e n e r a l  t h a t  

a d v i s e s  t h e  D e p a r t m e n t  o f  L a b o r .  H e  a l s o  i n d i c a t e d  t h a t  h i s  r e s e a r c h  

h a d  s h o w n  t h a t  G a r y  S t e r b a  w a s  t h e  o n l y  o w n e r  s h o w n  o n  t h e  c o n t r a c t o r ' s  

b o n d  a n d  b u s i n e s s  l i c e n s e .  I p o i n t e d  o u t  t o  h i m  t h a t  w a s  i r r e l e v a n t ,  

f o r  p u r p o s e s  o f  t h i s  j o b ,  s i n c e  D e n n y  T h o m a s  h a d  h e l d  h i m s e l f  o u t  a n d  

s i g n e d  t h e  c o n t r a c t  a s  a c o - o w n e r .  H e n c e  T h o m a s  s h o u l d  a l s o  b e  d e a l t  

w i t h  a s  a n  o w n e r  w i t h  r e g a r d  t o  t h i s  c l a i m .  I f u r t h e r  u r g e d  h i m  t o  

o b t a i n  a n  o p i n i o n  o n  t h i s  f r o m  t h e  a t t o r n e y  g e n e r a l ' s  o f f i c e .

S i l v e r t h o r n  a d m i t t e d  t h a t  h e  w a s  n o t  a t t o r n e y ,  b u t  w a s  s i m p l y  

f o l l o w i n g  e n f o r c e m e n t  p r a c t i c e s  t h a t  a r e  a p p a r e n t l y  w e l l  e s t a b l i s h e d  

i n  t h e  d e p a r t m e n t .  T h e y  h a v e  a p p a r e n t l y  r o u t i n e l y  b e e n  e n f o r c i n g  

p a y m e n t  o f  w a g e s  t o  o w n e r s ,  a s  w e l l  a s  t o  e m p l o y e e s ,  w h e r e  t h e  s i t u a t i o n  

h a s  a r i s e n .

I a l s o  i n s i s t e d  t h a t  h e  t a k e  a n y  f u r t h e r  i n f o r m a t i o n  f r o m  S t e r b a ,  

T h o m a s  o r  t h e  e m p l o y e e s  u n d e r  o a t h ,  s i n c e  w e  w a n t e d  t h e  s a n c t i o n  o f  

p e r j u r y  o v e r  t h e i r  h e a d s  i f  t h e y  l i e d .  H e  s o u n d e d  as i f  h e  r e a l l y  

d i d  n o t  i n t e n d  to d o  t h a t  s i n c e  h i s  o n l y  p u r p o s e  w a s  t o  d e t e r m i n e  

w h e t h e r  w a g e s  w e r e  d u e ,  a n d  n o t  t o  m a k e  a  c a s e  f o r  a n y b o d y .  I p o i n t e d  

o u t  to h i m  t h a t ,  o b v i o u s l y ,  h i s  f u n c t i o n  w a s  t o  g e t  to t h e  t r u t h  a n d  

t h e  b e s t  w a y  t o  g e t  t o  t h e  t r u t n  w a s  t o  t a k e  t e s t i m o n y  u n d e r  o a t h

MEMORANDUM



r
i r

p a r t i c u l a r l y  w h e r e  t h e r e  w e r e  m a j o r  c o n f l i c t s .  I p o i n t e d  o u t  t h a t ,  

if  h e  r e q u i r e d  a l l  o f  t h e  e v i d e n c e  t o  c o m e  i n  u n d e r  o a t h ,  h e  w a s  

m u c h  m o r e  l i k e l y  t o  g e t  t o  t h e  r e a l  t r u t h  e a r l i e r .

I a l s o  p o i n t e d  o u t  t h a t  s o m e  o f  t h i s  w o r k  h a d  b e e n  d o n e  b y  

G r o u n d  U p  d i r e c t l y  f o r  t h e  a c c o u n t  o f  t h e  S c h o o l  D i s t r i c t ,  a n d  t h a t  

w e  w e r e  b e i n g  c h a r g e d  a s  i f  i t  w a s  d o n e  f o r  u s. H e  i n d i c a t e d  t h a t  

h e  w o u l d  c h e c k  w i t h  H a n s c o m b  K e r r y  t o  f i n d  o u t  a b o u t  t h i s  a s p e c t .

c c :  L e n  H a n n a m a n



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

T h i r d  J u d i c i a l  D i s t r i c t  )

T o  W n o m  i t  M a y  C o n c e r n :

I am no longer an employee of L & H Enterprises, Inc. Therefore, 
not having the employee to company loyalty I h'ave also had a 
past acquaintance and friendship .̂ ith Ground-Up Construction, as 
well as a working relationship with them. I believe I am a 
neutral party in this mat.ter of L a H Enterprises, Inc., vs. 
Ground-Up Construction.

I r e m e m b e r  t h e  c o n t r a c t  v e r y  w e l l ,  a s  I n e g t o i a t e d  it w i t h  D e n n y  

T h o m a s  p e r  i n s t r u c t i o n s  f r o m  G a r y  S t e r b a .  D e n n y  T h o m a s  i n f o r m e d  

m e  t h a t  h e  w a s  c o - o w n e r .  I d i d  n o t  q u e s t i o n  i f  t h a t  m e a n t ,  a l l  

p a s t  w o r k ,  a l l  f u t u r e  w o r k  o r  j u s t  t h i s  p a r t i c u l a r  j o b .

On August 3, 1983 and August 4, 1983, Denny Thomas called Bob 
Kirkman (L & H Office per phone record,) to get L & H Enterprises' 
record of days worked on this job by Ground-Up personnel. These 
I supplied after our office notified Ground-Up to send copies of 
Certified Payroll. I have noted several discrepancies from our 
job log and time sheets turned in by Gary Sterba.

The record shows 2 loads of pipe hauled in, 2 loads of asphalt 
and broken concrete hauled off. The last load going with trailer 
and backhoe, therefore, the work was not in excess of four each 
% days for the truck driver, or a total of 2 full days. Note: 
Total job they show the time for truck driver as 8 days. There 
was not any fill or bedding hauled to the job. This man was not 
on the job 8 days.

A copy of the Certified Payroll time sheets turned in by Ground- 
Up Construction no way matches the job log. Time sheets fcr the 
week ended July 3, 1983 and for the day of June 27 show Gary 
Sterba working 16 hours. The job log shows him arriving on the 
job at 10:00am. As he indicated working 16 hours, this would 
mean he would not have gotten off until 2:00am the next morning. 
Also his certified payroll show his men working the same day, 
only got 11 hours. Something is amiss in their records. On 
July 11, 1983 the log book shows Ground-Up (Gary Sterba anu 
Denny Thomas) arriving on the job at 3:00pm then showing on the 
time sheet only Gary Sterba working 12 hours. No one else from
Ground-Up was working. On July 14, 1983 shown by log book, Gary
Sterba left the job at 11:30am yet claimed 8 hours.

We have to assume the time sheet of week ending June 26, 1983 is 
really week ending July 17, 1983. Week ending June 26, 1983 is 
a week before their job even started. It looks as if after L & H 
Enterprises, Inc. gave dates of work on job, that Ground-Up 
went back 6 weeks and guessed on hours worked, and not very 
accurately I might add.

O n  J u l y  17, 1983, G r o u n d - U p  C o n s t r u c t i o n  w o r k e d  o n  c o n t r a c t  

b e t w e e n  A n c h o r a g e  S c h o o l  D i s t r i c t  a n d  G r o u n d - U p ,  a s e p a r a t e  c o n ­

t r a c t  to c h a t  o f  o u r s ,  y e t  S t e r b a  is c l a i m i n g  8 h o u r s  o f  t i m e

to t h e  L & H jo b .  O n  J u l y  15, 1983 t h e y  w e r e  w o r k i n g  o n  t h e

a f o r e  m e n t i o n e d  c o n t r a c t  a n d  c h a r g e d  L & H E n t e r p r i s e s  12 m a n  

h o u r s .  T h i s  is c o n f i r m e d  b y  o u r  j o b  l o g .  P e r h a p s  C e r t i f i e d



Payroll on the ether contract with the School District will show 
this discrepancy. Maybe: an oversight on their part. It is 
impossible from the Ground-Up time sheets to match our job log.

A n d y  S t e r b a  w a s  n e v e r  a n  o p e r a t o r  o n  t h i s  j o b  y e t  t i m e  s h e e t s  

s h o w  h i m  as s u c h .  I t  i s  r e a l  c o n f u s i n g  a s  t o  w h a t  t h e y  a r e  

t r y i n g  t o  d o .  It l o o k s  a s  i f  t h e y  a r e  g u e s s i n g  o n  t h e i r  h o u r s  
r a t h e r  t h a n  b e i n g  a c c u r a t e .

I have no argument on hours for Denny Thomas. Though accurate 
hours on him were not properly kept, as he would leave the job 
during work hours and did so on many occasions and would also 
show up late. Ke was looking and bidding other work and charging 
hours to L & H job as it appears and was told to me.

The most accurate hours would be on Ed Growkoski. However, both 
Ed Growkoski and Gary Sterba are listed as operators on the same 
days. It is very hard in an 8 hour day to get in 16 hours of 
operators time on one piece of equipment. They only had one 
backhoe.

As a former employee of L & H Enterprises, Inc. I am under no 
obligation, connection, or ties with L & H Enterprises, Inc. at 
this time.

I f  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e  p l e a s e  b e  a d v i s e d  t h a t  I w i l l  

b e  g a l d  t o  h e l p .  L o g  b o o k s ,  t i m e  s h e e t s  a n d  p e r s o n a l  k n o w l e d g e  

o f  t h e  a b o v e  is t r u e  t o  t h e  b e s t  o f  m y  k n o w l e d g e .

Best Regards, 
JR Russel

Subscribed and sowrn to before me 
this / £  day of December, 1983.

(Seal)
State of Alaska 
My commission expires;





Eileen Plate

^  „ KT House Bill 720 465-2750

Bill No. Date Bob Bacolas

, "An Act relating to electrical codes." ^  465-4870title Contact:

The National Electrical Code is updated every three years, and the 1984 

code is the most recent effort in this regard. The 1981 code presently 

in effect for the state of Alaska is, therefore, outdated and will not 

be reprinted. Adoption of the 1984 code would bring Alaska's minimum 

standards into conformity with those commonly accepted and used by 

industry across the nation. The latest edition of the National 

Electrical Code is also commonly adopted by political subdivisions in 

the state as the minimum standards enforced under their building 

inspection programs.

The Department supports adoption of the 1984 code. It will not have 

a fiscal impact on the Department.

APPROVED

lim Robison* 

Commissioner
( K  Jim Robison

P O S IT IO N  PAPBR/Department of Labor
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

|Revision Date:

REQUEST

Bil1/Resolution No.: HB 720 

Title: "An Act relating to 

Electrical Codes"

FISCAL DETAIL 

Agency Affected: Labor

Program Category Affected: Public Protection

Sponsor: House Labor and Commerce BRU, Program or Subprogram(s) Affected: 

Requestor: House Labor and'Commerce Labor Standards and Safety BRU,_______

EXPENDITURES/REVE WES: (Thousands of Dollars)

FY 84 FY 85 CY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<♦00 SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

I CAPITAL | | |

c REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL 0 0 . . . .  0 .  . 0 .  0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach

Prepared By: Robe

for analysis

Division: Labor Standar.dS-.anc! Safety

Approved by Commissioner^ . J i m  Robjs^ 

Agency: Labor___________ ^_____________

LEG:A :69
Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)

Phone:

Date:
465-4870

Date:

12/1/83





W 2 M  I

—r r    :.’. . i: , , t r ?*" " 1

’..’: :: . i ; 
» * 3

^  / " W -  '

:,L.. J - l -  f i j m - Q  - h > - „  f ^ a i e A  /j -/fe, / 9 9 V  ._. .1 ;;

j f

 . . f W t t _ 2 .-..-'.t;««_ 3  _____   f t E i a .
J •« *% : f * "  , " S T  »T * "  » r ‘ l* * ' • ' ' > '  '  *"w*

t t S e a a j S M t t f e j - v s i s S b a B H f c • • •;:- • - .» « « • • ; .  ^  . . .  _  .
*  ____ - _Lj____ ______________ J Z j t t v v A - J S r - . l ' i  / m l  . . i b  l H a m  1 H & ,  / W _______________
'•- ; :.•- - ,)-V -.ysj 'j •■• rV.7̂ >ŷ SiS': v ■
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SALES STILL FLAT
As economists talk healthy retail sales, surpris­
ing unemployment drops, and steady economic 
recovery, seafood dealers are becoming weary of 
the good news. The recovery has not yet touched 
seafood sales, which remain depressingly flat.

Holiday sales of specialty and shellfish items 
did not materialize as expected. Confusion in the 
shrimp and scallop markets has kept buying at a 
hand-to-mouth level. Fish inventories are run­
ning 13 percent higher and shellfish inventories 
16 percent higher than one year ago, mostly due 
to cod and shrimp.

The strong U.S. dollar has attracted imports 
from all over the world, intensifying competition 
for traditional suppliers. In the shrimp and 
scallop markets, prices have hit resistance levels. 
The U.S. dollar continues at record-high levels 
and is expected to remain strong, dampening 
exports.

With Lent starting almost one month later 
this year than last (March 7 as oppocad to 
February 16), more time is available for planning 
promotions and for suppliers and buyers to 
establish programs.

Despite the doldrums, there is good news on 
the horizon for seafood consumption. Beef, pork,

and broiler prices are expected to rise in the 
spring, as supplies dwindle. An explanation by 
David Stroud follows on page 11.

The relationship between higher prices in 
competing protein sources and increased seafood 
consumption is made clear by a recent USDA 
report tying changing incomes and prices to 
consumption. Data on per capita consumption 
and prices of rod meats, poultry, and fish in the 
U.S. from 1950 to 1978 showed that for every 1 
percent rise in the price of red meats, red moat 
consumption is reduced 0.68 percent. At the 
same time, poultry consumption increases 0.56 
percent, and fish consumption increases 0.16 
percent. Thus, if beef prices rise the 2 percent 
predicted in the first half of the year, fish 
consumption should increase a minimum of 0.32 
percent. Since the price of broilers is also 
expected to rise, more consumers should turn to 
seafood.

As incomes rise, as they are expected to, 
shellfish consumption should benefit. According 
to the USDA study, a 1 percent rise in consumer 
incomes prompts a 0.68 percent increase in 
dollars spent on shellfish, the category among all 
meats and poultry with the highest positive 
reaction. Finfish expenditures increase 0.14 
percent with a 1 percent rise in income.

Retail Price Index for Meat, Fish, Poultry

*Oo

rsrso

MEAT POULTRY

YEAR AND MONTH Source: NOAA-NMFS
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Amendments made to 

limited entry regulations
P le n ty  o f changes have been made 

to  lim ite d  e n try  re gu la tion s , and 
copies o f the  new re gu la tion s  are 
availab le  fro m : C om m ercial
F isheries E n try  Com mission, Pouch 
K B . Juneau, A K  99811, o r ca ll (907) 
586-3456.

Some o f the  changes inc lude the 
broaden ing o f the  d e fin it io n  of 
sab le iish ; re w o rd in g  o f gear codes to  
inc lude power, jig g in g  equipm ent; 
changes in  the  boundaries o f k ing  
crab a d m in is tra tiv e  areas in  the 
B e ring  Sea and N o rto n  Sound; 
increasing  the  annual fee fo r Class 
V I p e rm its  fro m  $15 to  $30 fo r 
A laska  res iden ts , and from  $45 to 
$90 fo r non-residents; re q u ir in g  
app licants in  lim ite d  e n try  fisheries 
to  n o tify  the  Com m ission i f  they 
have not rece ived co n firm a tion  tha t 
the  Com m ission has received th e ir  
app lica tion . □

Whitney processing 
plant closes

T he  W hitney, a processing  barge 
ow ned by  W h itne y-F id a lgo  
Seafoods, is  c los ing  its  doors 
fo llo w in g  p rec ip ito us  declines in 
s h rim p  and crab stocks. P la n t 
su p e rv iso r M ik e  Thom pson said the  
D u tch  H a rb o r p la n t w il l  p robab ly  
re m a in  closed in  the  near fu tu re .

T w e n ty  people w il l  be la id  o ff by 
the  closure  and on ly  one person w il l 
rem a in  beh ind  to  m a in ta in  the  
barge. □

Naknek demo to chair 
new fish committee

R epresen ta tive -e lec t A de lhe id  
H e rrm a nn  (D-Naknek) has been 
selected by the  m a jo r ity  coa lition  of 
the  A laska  S ta te  House of 
R epresen ta tives  to  ch a ir the  Special 
C om m ittee  on F isheries .

H e rrm a nn  is one o f s ix  ru ra l 
le g is la to rs  who have jo ined  w ith  
o th e r House m em bers to  fo rm  a 
coa lition  o f tw en ty-seven  m em bers.

"THIS ALUCRAFT PACKS A 
BIGGER LOAD 

AMD STILL STAYS STEADY IN 
TIME WATER."

1
Bill BrJShlei. Mjrysvillo. Wj jD
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.for salmon buyers
by B ren t E v an s

'Salmon in Che ice-box,
Salmon in the sink.
Salmon on consignment,

■ ' ■ Floating in red ink.' •

Step  in sid e  the corridors of any 
m ajor processor o r broker ol frozen 
aa'mon and feel the ch ill. I t ’s  the cold 
d ra ft of m illions and . m illions of 
unsold frozen salmon; It 's  "the 
despa ir of p lay in g  Jap ane se  
Roulette and lot in g . . i :

“I 'v e  been h  the fish  b u s in e ss  a ll 
my life . M y fa ther w a s a cannec in 
A laska . . .  I 've  never seen it  a s  bad 
a s  i t  is  th is  year,” sa y s  a m anager of 
one scafooo company. “Som ebody's 
go ing to g e t hurt.”
. T h is y ea r 's  B r is to l Bay  record run 
is  a c la ' .ie  case  of how vo la tile  and 
dangerous the salm on m arket can 
be. By a ll accounts, both A merican 
processors and Japanese  im porters 
(trad in g  com panies and fish in g  
companies) stand  to “lose b ig "  in 
1983. Some companies, like  
V anguard F ish e r ie s , which filed  for 
bankruptcy under Chapter 7  in 
Sea ttle , A ugu st 12, don’t have the 
cap ita l resources necessary  to 
w ith stand  in it ia l lo sse s. Other 
com panies. a lready  w eakened 
financ ia lly  by h igh  in te re st ra te s  
and poor cash  (low s, could be forced 
into se ll in g  product a t a  lo ss in o rder 
to m ake the ir f ir s t  _ quarte r ly  
paym ents to, a s  yet,' fr iend ly  
b ankers.

Japanese  b uye rs, too. aro 
su ffe r in g  from the plungo i r  tho 
price of salmon. "W e 're  ab so rb ing  
m ost o f the lo ss th is  yea r, not 
A merican p rocesso rs," s a y s  t 
spokesm an for one Japanese  trad in g  
company. “Wo had the pre-season 
contracts based on the projected run 
and we lo st. Wo had to take  tho 
salmon a t the agreed  upon price no 
m atter w hat w ho le sa lers in Japan  
w ill pay u s for It. U nfortunately, 
m ost American fisherm en and

firocessors never, eve r believe we 
ose money."

By a ll accounts, the knlfo cu t both 
w ay s th is  year. Some American 
companies havo reported ly dom  
w ell by w ise ly  s t ic k in g  to pre-season 
arrangem ents and avo id ing tho
tem ptation of b idd ing for fish
w ithout a guaranteed buyer. M ost, 
however, tcok tho fish . Tho 
excitem ent ol’ tho enormous run 
m ust have in ftcted  buyers a s much 
a s  fisherm en, flow  e lse  to exp la in  
the en thu sia stic  buy ing of salmon 
that w ent rn  and on, days, oven 
w eeks a fte r it  w as common 
know ledge that tho Japnncsc 
w eren 't buying, th at tho Japanese  
w ere desperate ly  try in g  to back 
aw ay from previous commitments?

Frozon sto rage  fac ilit ie s In 
S ea tt le  and Tokyo aro bu lg ing w ith  
salmon. The question is: whose is  it7 
Reported ly , many American b rokers 
and packers e ither didn't believe 
th e ir Jap anese  counterparts that 
the m arket w as bad, fee ling they 
could hold out for h igher p rice s, or 
they found transportation  rou tes 
south overloaded and sh ipped 
salmon to Japan  w ithout a buyer. No 
one know s how many million pounds 
of sockeye le ft on tram pers from 
B r isto l Bay w ith  no place to ca ll 
home, but everyone knows there is  a 
trem endous p lug of fish  in Jap anese  
and American cold sto rage which 
inev itab ly  has to be offered to the

m arket a t  a  p rice  the m arket w ill 
accept. T h is  y ea r , for m any, the 
price won 't be enough.

How did  m atte rs g e t so bad, you 
a sk . W ell, fisherm en  aren ’t the only 
ones who know the price goes up 
som etim es, and som etim es it  goes 
down. D esp ite  tho enormous 
financia l and economic leve rage  of 
Jap anese  trad in g  com panies, the 
price of salmon in Japan depends to 
a  gTeat e x ten t on the confidence of 
those c lo sest to the m arket, the 
prim ary  w h o lc sa le r .-T h e ,Jap an e se  
w ho le sa ler , or n iuke (neo-oo-kay),"is 
cu rren tly  buy ing  v e ry  l it t le  salmon, 
even  though the price is  low. He 
know s i t  w ill go low er. T he danger 
fc r  both A m erican and Jap anese

"Im ported  salm on fits  n ea tly  into 
an a llo tted  time fram e in tho m inds 
of m ost Jap anese  b uye rs,"  s a y s  one 
American processor who se lls  a 
g rea t deal to Jap an ,” r ig h t  behind 
d e liv e r ie s of Jap an 's  m othersh ip  
fleet and coastal fisherm en , and 
r igh t before the la rge  Hokkaido 
chum ru n s in Septem ber and 
October. I f  the w ho le sa le rs lack the 
confidence to buy and d istr ib u te  
imported salmon ag g re s s iv e ly  
during  th at in te r im , imported 
salmon could be la rg e ly  ignored by 
the m arket.” .

T hat i s  the cu rren t dilemma. 
Though price s are  low , w ho le sa lers 
aro only buy ing  w h at they need on a 
daily  b a s is . W hy buy on speculation 
when any  day now, some American 
packer is  go ing to b reak , s e ll o ff h is

o»-iue iiumuer aim quumy ui unit 
ava ilab le , of o vera ll consum ption, of 
la s t  y ea r 's  inven to rie s, of w eather 
and any num ber of other facto rs. 
T he ir  profit m arg in s a re  close, the 
volumes invo lved aro large , and 
m istake s can be co stly . They 've a ll 
been burned before.

A s a re su lt , salmon consumption 
bu ild s s low ly . As pro jections and 
e stim ate s match w ith  actual 
h a rv e st s , a s  price expectations 
match actual p rices, en thu siasm  
am ong w ho le sa lers and re ta ile r s  
bu ild s. Salmon g e ts  sold . . . .  and 
eaten . . .

T h is  y ea r th at scenario  qu ick ly  
fe ll apart. E ven  before the season  
began , the m arket w as depressed  by 

. la rg e  invento rie s of frozen aalmon 
from la s t  year. Some e stim ate s 
pegged the holdover a s  h igh  a s

product a t a lo s s 'a n d p a y  h is-banker? • 70 ,000  m etric tons, the h igh est leve l 
U nder normal conditions; the' " 's e e h 'S in e e -th e d isa s t rq u sy c a r , 1980. 

salmon m arket in Jap an  develops 
slow ly  each ypar. B u y e ; ., and se lle r s

Still, Japanese buyers projected a 
s e e  S A t  M O N  B U Y E R S  p a g e  4 8
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If it is  time to repower, and you are con­
cerned about fuel co sts, excessive down­
time, or short lifo, rcpoworing with a 

. - ;  reliable, fuel efficient Cummins ongino
- m ight be your an sw er. . : -  V:

. • ’
' Regardless of your application, whothor 
It bo tugboat, towboat, trawler or gillnotter, 
Cummins builds en ongino to meet your 

* power requirements. From 2 0 0  to 1 3 8 5
. i • - horsepower, Cummins marine engines havo

established an unbeatable reputation 
among boat ownors and operators for 
performance, durability and economy. >. -

»Vv '/••••• V’» *■>.-- .-
Cummins offers a complete marine packego ■. 
w ith a clean, uncluttered design that 
permits quick, easy  installation. On-the-spot 
techn ics' assistance , installation rocom- - -  
mondations, propeller selection, and instru­
mented soa trials are also  providod. - , .. v ,

• . . . i . i f r . r  .(nn jB rr- 
PLUS—Cummins Northwost and our inde­
pendent Cunm ins Service Centers are fully 
equipped to provido you w ith fast, efficient 
service when you neod it.

If you'ro considering ropowor, call your 
local Cummins Northwost branch or Inde­
pendent sorvico centor. . •

Cumvnins
Northwest

Bellevue
Ronton
Tacoma
Aberdeen
Anchorage

( 2 0 6 ) 7 4 7 - 9 4 1 0  
( 2 0 6 )  2 3 5 - 3 4 0 0  
(2 0 6 )  5 7 2 -9  ° .00 
(2 0 6 )  5 3 3 - 2 5 3 2  
(9 0 7 )  2 7 9 - 7 5 9 4
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s ta r t in g  price (o r Jap anese  
m othersh ip  salmon (sem i-d ressed , 3  
fish/10 kilo box) a t 1 ,750 yen/kilo, 
down from 2 ,000 yen  the y e a r  
before, but not a ll th at bad e ither.

E v e ry  y ea r , A merican and 
Canadian salmon ge t linked to th is  
p rice , u sua lly  s ta r t in g  200-300 yen  
low er for F a ls e  P a s s  sockcye , and ,-jo 
on, for o ther area s. T h is y ea r , 
w o rk ing  back from th e se  prices and 
u s in g  pro jected run s in A la ska  to 
e stim ate  the o v src ll h a rv e st , 
Jap ane se  im porters made pre- 
season  con tracts w itn  som e 
A m erican p ackers for a reported 
$1.65-1.75/pound. These  prices in 
tu rn  influenced proccssor-fishcrm cn  ■ 
negotiation s for ex -ve sse l p rices. B y  
Ju ly , the m arket, the im porters, the 
p rocesso rs, the fishe rm en—all w ere  
expecting an e stim ated  21 m illion 
salm on to be taken in  B r isto l B a y . 
-In stead , 36 m illion w ere taken (rom  

-  the la rg e st  run in h isto ry . W holcsalo 
p rice s plummeted. M othersh ip 
p r ice s slid  to 1,250 yen/kilo and 
pu rchasin g  o f imported salm on 
ground to a halt. . i j .n e  ’

•i. Conditions w ere made w o rse , 
how ever, by -a num ber of o th e r 
facto rs. R u s s ia  closed its  north  

. P ac if ic  w aters to Jcp ane sc  fish in g  
ahead of schedu le th is  year. Jap an 's  
m othersh ip  flee t retu rned  home and 
it s  catch went on the m arket a ll a t 
once, forcing down prices. In B r is to l 
B ay , the salmon tended to be sm a ll, 
2-4 pounds in stead  of 4 6  pounds and 
the enormous run coincided w ith  
su ltry  w eather and w arm er w a te r . 
Combined w ith  long hold ing tim er,

; th e se  factors re su lted  in poorer 
qua lity , lower grado fish . The sm a ll 

■ s iz c t  impinged upon both the p ink  
and chum m arkets, and price fe ll.

Fo r those who th ink hnvin, fioh is 
-. tho sam e a s  h av in g  m ono ), the 

buy ing continued. W ise r heads go t 
out fa st . Japanese  w ho le sa lers w e re  
for a while “in an abso lu te pan ic ." 
The buy ing stopped in Japan  in the 
second week.o f Ju ly  but went on for 
another two w eek s in A loskn. Fo r 
some who had turned down 
Jap ane se  o ffers to buy a t ¥1.60 the 
week before, there w a s  only tho 
b ltto rn e ss of know ing no nno would 

. now buy the ir fish  a t any prico. ,.f
V anguard F ish e r ie s  is  porhnps 

ju s t  tho f ir s t  to fa ll out. Owned and 
operated by Vince Goddnrd, a 
ta lented young entrepreneur w ith  
lo ts of Jap anese  expel Use, 
V anguard F ish e r ie s  a g g re s s iv e ly  
sough t fisherm en and fish  donls i his 
sp r in g . An agreem ent to m arket fish  
from the Coppur R iv e r  F ish e rm en ’s  
Co-op w as one such arran gem en t. 
The 'com pany also  took tho p lunge 
and so t up processing operations 
and hired f lo a te rs,t m oving from 
b rokerin g  to buy ing-thcir-own , a 
ca lcu lated r is k  th n l d idn 't pay off. 
W hen tho company filed for 
bankruptcy in early  A ugust, It lis ted  
a s s e t s  of $300,000 and lia b ilit ie s  of 
$ 1,000 ,000 .

Tho problem , then, is  salmon: loo 
much bought from fisherm en a t  too 
h igh a price. Rum ors in Senttlu  say  
'h a t  anyono th at re lied  heav ily  on 
tho frozen m arket th is  year could be 
in trouble. Most read ers w ill know 
who they nre.

Tho m arket r ig h t now is  lik e  tho 
CTcat earthen  dam at the base of 
Mount S t. Helens hold ing back w hat 
onco wan S p ir it  L ake . E veryone 
know s it 's  go ing to go, the oo'r- 
question is  when. In the casu of tho 
salmon m arket in Japan , everyone 
know s the p lug of salmon w ill have 
to go and lh a t the price w ill f a l lw i lh  
it . F o r some, there may be an o.xo on 
tho w ty  down, too. □



n o f w hich extends in to  the 
ern * D is tr ic t. The stocks 
r t«  be 200 fathom s and
r.
N o rthe rn  D is tr ic t opened fo r 
k in g  crab fish ing  M ay 1. The 

n it is 5Vz inches. □

•>wn king < rab

ur boats check 
S Shelikof
success o f the A dak b row n 
crab fishe ry  has created 
t  in exp lo ring  K od iak 's  
>f S tra it fo r brown k in g  crab

:rm it-o n ly  season opened in  
May 1. Four vessels app lied  

rm its  and headed o u t to 
•. Small numbers o f b row n 
ab have occasionally shown 
he red k in g  crab de live ries , 
ith e r  K od iak has any conccn- 
o f stocks is unknown. Cl

Tanner crab
Still scratching 
in Aleutians

There  was l i t t le  e ffo r t  on the 
A le u tia n  tanner crab stocks a fte r 
the  A p r i l 15 closure o f the Adak 
b row n  k in g  crab fishe ry .

In  the W este rn  A le u tia n  D is tr ic t 
the re  was no fish ing  the  last p a rt of 
A p r i l  and the  season’s catch stands 
a t 463,000 pounds.

In  the E astern  A leu tians a few 
local boats continued to  scratch in to  
M ay d e live ring  about 10,000 pounds 
a week. A s o f M ay 4, the to ta l 
h a rvest fo r the season was 516,000 
pounds. □

Small fleet still 
on Bering Sea

In  the B ering  Sea the tanner crab 
fishe ry  continued to  be a shadow of 
days gone by. A estim ated  30 to 40

vessels continued to  fish  in to  the  
sp rin g  and, by M ay 4, had delivered 
4.3 m illio n  pounds o f b a ird i and 11.7 
m illio n  pounds o f op ilio  tanner crab.

In  1982 the b a ird i de liveries had 
reached 8.4 m illion  pounds by the 
f i r s t  o f M ay and the o p ilio  de liveries 
had reached 17.7 m illio n  pounds. 
T here  w ere  m ore than 100 boats on 
th e  grounds d u ring  the  19S2 fishery, 
about double the num ber o f boats 
irh ic h  fished the  1983 season. □

Shrimp
No joy at 
all in Kodiak.

K od ia k  fisherm en have p re tty  
m uch w r it te n  o ff  a sp ring  shrim p 
fis h e ry  and are looking  fo r w h ite fish  
m a rke ts . On A p r i l 25 the 86-foot 
s te rn  tra w le r  Dawn's owners 
rem oved the  vessel's o u trig g e rs  as 
p a r t  o f the  conversion o f the vessel 
fro m  a double-rigged sh rim p  tra w le r 
See GROUNDS page 4 2
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R e l i a b i l i t y

MerCruiser 
260 HP Sterndrive

Blue Water™ 
170 HP Inboard
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y to Captivate Seafood 
mpted Burglary of 
B  Spotlight

SES
rivnchus tschjwytscfij,Tyee,
Slug, Lunker, Smiley, Hog 
PTION
■o Aljvkj vvatm during 1983 vilmon .laton, Im- 
•r . drrtvrd. Mut* not hr watermarked. Scales in- 
•M Oct *8 at the vVi-\t»n Hotel. To be cooked 
•v nationally prominent theli.

\RD
■ill purchate ihr (up larRpit king ulmon (ound.
■ tip uvpd lot Ihp fivh £«|>o HJ tpalood ipcppllon. 
iinremcnit will lie Ilown lo Spallle wilh .1 compa- 
Hotel 11 providing a double room throughout Fiih

ION
moil important ipalood. It ihould be treated wtlli 
• I any Inh improperly handled,

TO Handle Heavy- 
• Wide Beam Work, 
irclat Fishing Boats.

From the Grounds
continued from page 37

to  a single-rigged dragger capable o f 
m id-w ater tra w lin g .

“ I t 's  the  end o f an e ra ,”  
commented p a rt ow ner A1 Burch . 
The Daum  was the  f irs t double­
rigged  tra w le r w ith  a stern  ram p to  
fish  shrim p in  A laskan waters. I t  
sailed in to  Kod iak in 1971, the ye a r 
o f the record 180 m illion pound 
shrim p harvest.

R obert J . B row ning described the  
D .am  as “ a pioneer vessel" w h ich  
'qu ick ly  became a h igh lin c r," in h is 

book "F isheries o f the N o rth  
P a c if ic "

“ We hope th is  w ill be the  
beginning o f a new era —the era o f 
w h ite fish ," said Burch.

The Fish and Game research 
vessel Resolution le f t  Kodiak M ay 9 
to begin the annual shrim p survey, 
though b io log ists doubted the re  
were any concentrations o f sh rim p  
le ft.

Recent w o rk  by Fish and Game 
b iom etric ian  Steve Thompson 
indicates the re  is a s tron g  
corre la tion  between tho decline o f 
the Kod iak sh rim p stocks and 
increasing w a te r tem peratures.

The recent w arm ing  trend, w hich 
began about 1975, was enough to  
cause stock reduction, Thompson's 
analysis o f h is to ric  data showed. I l ia  
w ork  also ind icated tha t sh rim p 
stock declines arc also corre lated  
w ith  the presence of pollock on the  
shrim p grounds. The presence of cod 
on the  grounds is followed by a 
decline in the sh rim p stocks a year 
la te r.

A ll  th ree  e lem ents—w arm
tem peratures, Increased pollock 
stocks and increased cod
stocks —are present in  the K od iak 
area. □*

CHUCK ROAST

Shrimp
Cook Inlet 
looks bad

Cook In le t's  sh rim p stocks appear 
to  be collapsing and w h e th e r there 
w il l  be a 1983-84 season depends on 
the resu lts  of the M ay 18-24 shrim p 
survey. "E ven  the  areas no t fished, 
the  O ute r and E astern  D is tr ic ts , are 
a ffected the same way as the  areas 
fished," repo rted  the  H om er shrim p 
m anagement b io log ist.

The disappearance o f Cook In le t ’s 
sh rim p  stocks coincided w ith  the 
appearance o? an unusually large 
biomass o f young pollock. The 
pollock do not appear to  stay In the 
in le t fo r more than a year.

L as t year b io logists saw the  f ir s t  
evidence o f a decline in  the  Cook 
In le t sh rim p stocks and slashed the 
quota from  G m illio n  to  3 m illion  
pounds. H um py sh rim p  populations 
w ere the f ir s t  to  d isappear, fo llow ed 
by p ink  shrim p populations.

Despite one of the most 
conservative management
stra teg ies in  the state , the shrim p 
population continued to  sp ira l 
dow nw ard d u ring  the  1982-83 
season. □

WMteffslli
New pollock 
school found

A second m a jo r school of 
spawning pollock was discovered 
about A p r i l °0 by M el W ick w h ile  
onroute to  Prince W illia m  Sound

f>up«f inti, baby bun in l comlodl 
Mniaillitftco not only luoiif good, if*

POLARFLEECE
Warm and 

GUARANTEED 
FOR LIFE!



P ff f iT B Q A T S  SD SERIES
WITH REMOVABLE BOWDODGER

F rom  ' ^ - 
T he G r o u n d s

; Herring
/4 P WS a bust
? with 2,600 tons

( f  •"  Bad weather and re lu c ta n t
^  h e rring  plagued th is  year's  Prince

W illiam  Sound h e rr ing  fishery. 
^  D uring  the only opening fo r seiners

 ̂ 2,GOO tons of the pro jected  5,000 ton
j harvest was taken in  the  Naked
£

Island area. The flee t then se ttled  in 
to w a it fo r  the  M ontague ru n , b u t 
the M ontague run  never showed.

By the  f ir s t  week in A p r i l,  m arine 
mammals and - b irds were 
congregating in P rince W illia m  
Sound v ig h t along w ith  the seiners 
and tenders. B iologists estim ated 
th a t the 20 companies buy ing  
he rr ing  had fie lded "a tender fo r 
every se iner."

As 70 kno t w inds whipped the 
sound A p r i l 3, most o f the flee t 
huddled in Cordova Bay. " I t 's  like  a 
flo a tin g  c ity  ou t the re ," commented

one resident.
On A p r i l 11 snow fe ll in  Prince 

W illia m  Sound and some boats 
reported  th ree  inches o f the  s tu ff  on 
th e ir  decks. Snow and fog kep t the 
sp o tte r planes ou t o f the  a ir  and 
fisherm en w o rried  th a t the  h e rr in g  
m igh t spawn befc anyone knew 
the fish  were ripe .

On A p r i l 14, despite b low ing  snow 
and ra in , the Naked Is land run  
boiled up. S po tte r planes were 
forced to  f ly  a t 200 fee t in o rde r to  
see the  fish. In  one hour the  
estim ated 70 seiners on the Naked

Island grounds took nearly 2,600 
tons o f he rring .

In  M ontague Island's Rocky Bay 
the w eather was so bad and the 
w a te r so s tirre d  up no one could see 
fish and the boats had to set b lind.

"E ven  so s ix  or seven boats 
managed to  set on h e rr in g ," said the 
Cordova F ish and Game 
management b io log ist. Tota l catch 
from  Rocky Bay was 14G tons.

The b ig  surprise  was the size of 
the h e rr in g  in the Naked Island 
area. "T h e y 're  the biggest herring 
we’ve ever seen —ve ry  comparable

M I © ¥ !
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DIIESEL GEHEnmonS
AIR AND WATER COOLED 
2.5 TO 12 KW

•  R U C G C 0  B E U A O I E .  I I T A V  i i u l Y  D I E S E L  P O W E R
•  E A S Y  S E A M S  0Y H A N D  0 B  ' . l E C I R I C  S T A R I E R  .

E V E N  B E L O W  F R E f f t N i T
•  Q U I E T .  S M O O t H .  C L E A N  W I N N ' N G
•  I C O M M I C A I I O  O P E R A T E  A N D  M A I N T A I N
•  H U E S !  Q U A L I T Y  A M E R I C A N  C E N I S A I O B S

Hunai&Tic, me.
g y  Enjjine Controls

for throttle &  trnnsm lsslon

•  1, 2 or 3 .stations

•  m i lo m n l lc  sy n ch ro n iza t io n
• sm ooth , positive control

• ensy velvet touch throttle

• nu lom a llc  se lf loch ltig  of th io lt le co n lro l
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s ta tion  in  Cordova fo r five-day 
periods, and w il l b rin g  w ith  i t  a 
double crew  to  insure  24-hour 
operation. □ •

Processing 
Wrangell plant 
closed for 
1983 season

H a rb o r Seafoods, W ra n ge ll’s 
only seafood processing p lan t, 
closed its  doors in  early  M ay and 
says i t  w il l not operate fo r  the 
rem a inder o f the 1983 season. A  
spokesman fo r H a rb o r Seafoods 
said the  company has suffered 
s ign ifican t ope ra ting  i jsses 
d u rin g  the past severa l years and 
would have again los t money had 
the p lan t rem ained open.

H a rbo r Seafoods is owned by 
the A laska Lum ber and Pulp 
Company, a subs id ia ry  o f a 
Japanese-owned corporation. The 
tim b e r company acquired H a rbor 
Seafoods in 1974. The W range ll 
p lan t employed about 20 people, 
bu t d u rin g  the peak of the salmon 
runs the w o rk  force swelled to 
over 100. H a rbo r canned and 
froze a ll species o f salmon from  
seiners, g illn e tte rs  and tro lle rs  
d e live rin g  there  and to  tr.e com­
pany’s tenders. □

Canadian 
seized for 
poaching

The U.S. Coast Guard seized the 
Canadian halibut longliner Cassiar 
67 in D ixon Entrance fo r illegally 
fishing in U.S. waters. The cu tte r 
Cape Ilatteras  intercepted the 
Canadian fisherman 40 miles south 
o f Kctchiknn shortly  a fte r

.... M .  . 1 1

any renegotia tion  o f the UiS.- 
Canada salmon tre a ty  w hich has 
been sta lled by vehem ent 
opposition from  A laska 's 
fisherm en. The B rit is h  Columbia 
position was conveyed to  
Canada’s M in is te r o f F isheries, 
P ie rre  De Bane, in  O ttaw a on M ay 
11. De Bane is expected to  issue a 
sta tem ent on his co u n try ’s 
position on the tre a ty  by the  end 
o f May.

The Canadians have threatened 
a fish w ar in  the event the  U.S. 
refused to  begin m anaging along 
tre a ty  guidelines th is  season. In  
such a “ w a r" Canada would cu t 
enhancement e ffo rts  on r iv e rs  
shared w ith  the  U.S., increase 
catches on those r iv e rs , and a llow  
th e ir  t ro l l  fishe ry  to  take k ing  
salmon in  much la rg e r numbers

A laska and the  U.S. responded 
to  the  Canadian th rea ts  by 
ca tegorica lly  re fus ing  to  consider 
a fish w a r as a viable  response. 
A laska  Commissioner o f F ish and 
Game Don CollinsvOorth said, 
“ A laska w il l no t f ire  the  f ir s t  
fish ," when asked about 
p a rtic ip a tion  in a d ispute. A laska 
G overnor B ill Sheffie ld  is 
personally  overseeing the feelers 
from  A laska, through the State 
D epartm ent to  Canada and has 
thus fa r assumed a conc ilia to ry  
stance. How ever, S heffie ld  has 
ou tlined  his objections to  the 
cu rre n t version o f the  tre a ty  and 
c lea rly  w il l not accede unless 
some changes are made. The 
consensus among U.S. fish ing  
in te res ts  and po litic ians remains 
in  favo r o f a tre a ty , b u t against 
the  present version. □

v

Hoax brings false lead 
in 'Investor' murder case

A  fo rm er men­
ta l p a tie n t in 
Indiana c la im ­
ing  to know the 
whereabouts of 
a s u rv iv in g  
crewman from  
the fish ing  ves­
sel Investor led 
A laska detect­
ives on a chase 
to  th a t m idw est- 
ern state  in A p ­
r i l ,  according to  
a s to ry  in the 
Bellingham H er­
ald. The Invest­
or burned o ff 
C ra ig  d u ring  the 1982 scajon 
a fte r its  sk ipper, his fam ily  and 
crew were m urdered.

The t ip  from  Ind iana proved to 
be a hoax. I t  began on A p r il 11 
when a man telephoned long 
distance to  A laska S tate 
Troopers in K etch ikan  and asked 
whero he could contact the 
parents o f one o f the Investor

impossible.
The man who called Ketch ikan 

described the crewman "dow n to 
the last ha ir," according to  the 
Troopers. He also knew the 
answers to  questions about the 
case th a t inves tiga to rs  believed 
were known only to them  and the 
k il le r  or k ille rs .

Inve s tiga to rs  learned th a t the 
long distance call was made from  
a home in Goshen, Indiana, and 

g they contacted the Goshen police. 
*  Tw o A laska detectives then flew 
o to  Ind iana and, w ith  the Goshen 
° police, took the ca lle r in to  custody 
|  A p r il 24.

U nder question ing, the man’s 
s to ry  held up fo r about tw o  hours, 
according to  the investiga to rs , 
b u t even tua lly  i t  broke down and 
de te rio ra ted  in to  a w ild  ta lc  laced 
w ith  paranoid conspiracy theory 
and inaccuracies about the 
m urders.

Inve s tiga to rs  then learned the 
man’s real name from a mental
| i n c | i S ( g |  I n  ^  •* *••• 1

■■lui nit* giuup wi.icn wiir
p lan t said da ily  fish auc 
be held, o ffe ring  salmon, 
bottom  fish during  the 
The p lan t w ill be equ 
bread, f ille t and c 
process the fish and c 
spokesman said Crystn 
w il l be competitive w itl 
ra tes for processing and 1

Sealaska timl 
fined $9,500

Sealaska Tim ber Corj 
has been fined $9,500 foi 
tim b e r in to  a salmo 
steelhead spawning cn 
Prince o f Wales Islan 
v io la tion  occurred in 
1981, when a la rge  nur 
trees were found in  St 
Creek.

Sealaska T im ber is ow 
the Sealaska C orpora l 
Juneau-based A laska 
corporation w hich also 
Ocean Beauty Seafoods, 
the  S ta te ’s tw o  la rgest pro 
companies. Sealaska 
pleaded no contest to the 
v io la tio n  charges in Ke 
D is tr ic t  C ourt. C

New direct* 
for Fish Bos

Beth S tew art has been a| 
ed executive d irector o 
A laska Boards of Fishcrit 
Game, replacing M il Zahi 
le ft  the job in January 
serv ing  fo r less than one 
S tew a rt was form erly the s 
assistant to the Commissior 
the A laska Commercial Fis 
E n try  Commission. She ha? 
in  A laska since 1958 r«n> 
served in government pos 
several years.

S tew art said her firs t 
task as the adm inistra tive  cl 
the two Boards would be to 
the State's six Regional Fis
f ’ . . . . , . .  . . . .  i., f . .n  -



Hard times
Sealaska ||

.  V •  * V i  - ' *

backs out of 
NEFCO deal

A fte r  f l i r t in g  w ith  the  idea fo r 
o ver tw o  years, Sealaska has 
backed o u t o f b u y in g  the  A laska  
processing p lan ts  c f  the  b a n k ru p t 
N ew  E ng land  7/ish Com pany 
(NEFCO).

The Decem ber . 16
announcem ent is a b low  to  the  
se ttle m e n t o f the  N E FC O  e rta te , 
w h ich  is s t i l l  t r y in g  to  pay o ff  a 
re p o rte d  $35 m illio n  in  unse ttled  
cla im s. ~

S h o rtly  a fte r  N E FC O  w e n t 
b. nke in  M ay 1980, Sealaska 
agreed to  pay the  N EFCO  esta te  
$11.1 m ill io n  fo r  p ro p e rtie s  a t 
Sand P o in t, U gan ik , Chatham , 
Noyes Is land , the  K e tch ikan  Cold 
S torage, and the  T o tem  P acking  
Com pany (fo rm e rly  Nefco-F ida lgo 
P ack ing  Company). . • -

Serlaska  low ered  th e ir  o r ig in a l 
o ffe r to  $8 m illio n  in  N ovem ber 
because o f the  severe recession in 
the  salmon in d u s try . The 
purchase was also ham pered by a 
s till-p e n d in g  class-action la w s u it 
ca lled the  Dom ingo case, in  w h ich  
a fede ra l c o u rt found NEFC O  
lia b le  fo r ra c ia l d isc rim in a tio n .

Sealaska spokespcople on 
num erous occasions said the  deal 
w ould  on ly  be consum m ated i f  the 
la w s u it is se ttle d . >

Sealaska C orpora tion  is 
A laska ’s la rg es t p riva te ly -ow ned  
business co rpo ra tion  and is the 
A laska  na tive  reg iona l 
co rpo ra tion  fo r Southeast A laska.

The salmon ir  
betw een the  U.S. 
abou t to  y ie ld  a t 
to  the  ch ie f n 
announced compl 
tre a ty  in  Se< 
Decem ber.

A f te r  going h 
tw o  weeks, Lee 
Canadian negc 
Shepard we ’e con 
fin a l ve rs ion  o f th  
be ready  to  pre 
respective  gove 
D ecem ber’s end.

U n de r the  d ra f 
sides w il l  reduce 
s p o rt h a rve s t oi 
C hinook ru ns  ir. ord 
them . A lth o u g h  the 
o f endangered C 
relics on lo w e r cat 
la rge  p a r t o f the  tre t 
to  agreem ent on con 
enhancem ent rnea 
tre a ty  calls , fo r 
U.S./Canadian mana 
designed to  j»revt 
declines in spaw ning '

The d ra ft  t re a ty  al 
th a t the ’U .S. federa l
w il l  fu n a ’.tne  e-.pan 
L i t t le  P o rt »v,d te

Labor J
Dutch Harbor 
workers OK 
union
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w h ich  sank a fte r  be ing  h it  by  tw o  
g ia n t waves, w atched as a shark  b it  
o ff  the  leg  o f crewm an Dennis 
M u rp h y  w ho then  swam  o ff  to  lu re  
sharks away fro m  h im  and a fem ale 
c rew m ate . C ry in g , Boundy to ld  the  
s to ry  to  re p o rte rs  fro m  a hosp ita l 
bed in  T o w n sv ille , A u s tra lia . 
M u rp h y  was k ille d , he said, and the  
sharks re tu rn e d  a fe.w hours la te r 
and k ille d  the  wom an. S ix  planes and 
a f le e t o f local tra w le rs  searched fo r 
s u rv iv o rs  fo r  tw o 'days  before f in a lly  
s p o tt in g  Boundy on Lodestone Reef, 
p a r t  o f th e  G rea t B a r r ie r  Reef. □

u ru o c  ta |ja u c u  a iiu  sanK zz mues 
n o rth  o f D u tch  H a rb o r on A u g . 14, 
bound fo r  S t. M a tth e w s  Is land  
w ith  fue l tanks fu l l and loaded 
dow n w ith  crab  pots.

L o s t a re  s k ip p e r H a ro ld  
Pederson o f S ea ttle ; R andy F icks  
o f S ea ttle ; J im  Converse o f 
E ngad ine , M ich .; and A n n e tte  
F le tc h e r o f P o r t  Tow nsend, 
W ash.

S u rv iv in g  the  s in k in g  was a 
- f i f t h  crew m an, J e ff  A nderson  o f 
- E v e re tt,  W ash., w ho  escaped in  a 

l ife ra ft .  He was p icked  up abou t 
24 hours la te r  b y  a Panam anian 
f is h in g  vessel and taken  to  D u tch  

.. H a rb o r in  good cond ition .
A nderson  re p o rte d  to  Coast 

; G uard  a u th o r itie s  in  D u tch  
H a rb o r th a t the  c ra bb e r capshed 
so q u ick ly  th a t  th e re  wasn’t  tim e  

v ' to  send a M ay  Day o r p u t on 
s u rv iv a l su its . O th e r crew m en 
had escaped the  capsiz ing vessel, 
he said, b u t th e y  w e re  lim p  in  the  
w a te r, and he was unable to  
paddle  to  them  in  the  heavy seas.

The vessel had le f t  D u tch  
H a rb o r a fte r  some •.emporary 
re p a irs  had been made to  he r 
ru d d e r system . A nderson  
re p o rte d  to  in v e s tig a tin g  A laska  
S ta te  T ro o p e r John Leonard  th a t 
the  vessel depa rted  D u tch  H a rb o r 
w ith  “ a s lig h t l is t  to  p o r t "  and 
th a t the  boat had been 
respond ing  "s lu g g is h ly "  d u r in g  
the  t r ip .  The search fo r  the  
m issing  crew m en was ham pered 
by  heavy fog, said the  Coast 

1 G uard. □

low to cook 
65-pound salmon?
T ro lle r  J im  B a rk e r o f W ra n g e ll 
•fts a 65-pound k in g  salm on 
nich he caught on J u ly  4, near 
:. Laza ria  Is land, on the  F/V  
ar. B a rke r en te red  the  g ia n t 
ng in  the  A laska  Seafood M ar- 
•ting  In s t itu te ’s contest fo r  the  
ggest and best-handled salmon 

the  1983 season. So fa r, 
irk e r 's  e n try  is the  fro n t-  
inner. P lans a re  to  p resen t the  
.lmon as a "ce n te rp iece " a t the  
sh E xpo seafood recep tion , Oct. 
l a t the  W estin  H o te l in  S ea ttle . 
B a rke r w ins, he w il l  be flo w n  to  
;a tt le  w here  he can be on hand 
r  ta s tin g  o f his w in n in g  fish , 
ccord ing to  A S M I, th is  w i l ’ be 
e la rg es t salmon e ve r cc ked 
hole; and no one know s e xac tly  
>w to  go about i t .  Poach it?  
la t ’s a p o s s ib ility  i f  a poaching 
in b ig  enough can be found. C hef 
iin e r  C reube l o f th e  W estin  
otel su rveys his challenge 
pper r ig h t)  along w ith  Jon 
ow ley, banquet co ord ina to r. □

Old NEFCO' cannery 
to become a resort
. The C hatham  salm on cannery, 

located on the  southeast co rne r o f 
C h ichagof Is land, is s la ted  to  become 
a re c re a tio na l com m un ity . The 55- 
acre p ro p e rty  was purchased by 
th re e  Juneau res iden ts , in c lu d in g  
fo rm e r A tto rn e y  G eneral A v  Gross. 
B u il t  in  1905, the  Chatham  Cannery 
was purchased from  the  hold ings o f 
th e  fo rm e r N ew  E ng land F ish  Co. 
fo r .a n  undisclosed am ount. N E FC O  
closed the  cannery in  1974 w hen i t  
fa iled  to  m eet E .P .A . standards; . he 
fo llo w in g  year a f ire  burned  i ,  e 
m ain b u ild in g . P lans ca ll fo r a f u t 1 
dock, m arina  and genera l s to re . 
O th e r p a rtn e rs  in  the  v e n tu re  are 
Lee C offm an, p res ide n t o f A laska  
Savings and Loan, and B ill G oertzen, 
a co n tra c to r. □

940 Orca Street 

Anchorage AK 99501

FIBERGLASSING, INC

Quality at a Reasonable Price

anding
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Low Prices and Short

Trollers to the Limit
i  ?!>:• •••• ...•

b y  K a r l O hls

f  '
J L n  the  ye a r when m anagem ent 

had a pp a ren tly  s tab ilized , the  
.... S outheast t r o l l  f le e t su ffe red  an 

unexpected shock when salmon 
prices, a ll species, H it the  low est 

.V le ve l in  years.
- j t . " I  hear i t  o ve r and o ver aga in ," 

said Jacqu i LaRue, the  E lf in  Cove 
fish  b u ye r fo r Pelican Cold S torage.

, '“ A  guy b r in g in g  in  a load o f fish  w il l 
say th is  is h a lf o f w h a t he go t las t 

• ye a r." | t ■
, T ro lle rs  have go tten  used to  
p rem ium  prices fo r th e ir  fish , caught 
w h ile  feed ing  ir. sa ltw a te r, dressed 
on board the  vessel and destined fo r 
the  top  q u a lity  m a rke t. F rom  tho 
fishe rm en ’s vantage p o in t, the  
reasons fo r tho  p rice  d rop  w e re n 't 

' c lear. ’■
Cal Boord, m anager o f Pelican 

Cold S torage, w ould  on ly  say th a t •
. the  p rices “ are  re fle c tiv e  o f the 

m a i'so t s itu a tio n  w o rld w id e ."  Th is  
. .. means they  w ere  d rive n  dow n by a 
V ’ com bina tion  o f evonts, such as a 

deva lued franc , h igh  inven to ries ,
. and, a lm ost ce rta in ly , com pe tition  

■̂• fro n i N o rw eg ian  pen-raised salmon.
W h a te ve r -ii tho  .' exact cause,

' fisherm en had tho  same answer 
whon .they w ere  asked how th e ir  

. seasons w ere : “ lo ts  o f fish , lousy 
. p rice .",-. '' •/ ? ''■ *' -
■ • .'.-' (A t  the  dock in Pelican, tho  prices 

w e re  $1.50 a pound fo r la rge  red 
k ings, $1.10 fo r m edium  k ings, 73* 
fo r  coho, and 35* fo r p inks. Tho 
b u y in g  s ta tions, because o f

tra n s p o rta tio n  costs, paid 5* less fo r 
each species.)

" I ’d be s it t in g  on top  o f a re a l nice 
season, except fo r  the  p ric e ,"  said 
L o re n  C a rte r o f Tenakee S prings, 
s k ip p e r o f the  F/V  Relief. He added 
th a t he w on ’t  be h u r t  by the  season 
"because I ’ve go t tho  o ld  slab paid 
fo r ,”  b u t some o th e r guys m ig h t no t 
be so lu c k y . • • • - 

Juneau re s id en t Rod P ru it t ,  
ow ne r o f the F/V  Kipling, said, 
"F ish w ise , I ’m okay. I  1 I  don’t  
know  i f  I ’m going to  make v ds m eet 
o r n o t."  •" y , .

Chuck P iedra  (F/V M ercedes) o f 
P o r t  P ro te c tio n  described 1983 as, 
"F in a n c ia lly , tho w o rs t season I ’ve 
had in  e ig h t years."- . .•-/ •>:..• < •

The p rice  fo r fresh  tro ll-ca ug h t, 
dressed cohos is tho rea l shocker. 
J im  W ild , an E lf in  Cove pow er 
t r o l lc r  and h a n d tro lle r since 1973, 
said th a t in  a norm al ye a r he gets 
$10 fo r each 12 pound coho. “ Th is  
ye a r i t ’s $6." x  r .

. , Jacqu i LaRuo, " in te rv ie w e d  
'  s h o rt ly  before the  A u g . 4 coho 
. c losuro, said somo guys had a lready  , -

A Trailer Jim Wild:"We need help with 
the markets." Wild has developed his -S
own markets for winter fish, but in the 
summer there are too many fish and :  J .

.. not enough time. - v  ‘ ’’r- r/;’: .
' Vi* . ■ , : • .7* . ,-jW b

Heading out from Elfin Cove: For .V  
. Alaskan trollers, seasons are getting 

shorter and prices lower.
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hung up the season and led . Some 
get disgusted and come in for most 
ol the day. "Some are out twice as 
long because they're getting half as 
much."

Hugh Rietze, who, along with his 
wife Mary, buys fish in Elfin Cove 
for the Excursion Inlet Packing Co., 
said, "Ol course nobody is happy 
with the price. But the fishermen 
hive to realize there are ups and 
downs. I think most o f  them are 
taking it pretty well."

Alternate markets aren’t really 
feasible for the trollers of the 
isolated north end. Jim Wild has his 
own markets for winter kings, but 
said that in the summer he handles 
too many fish. "It would lake too 
much time to box them up and ship 
them out."

Wild is a recently elected member 
of the Alaska Trollers Association 
board o f directors. He said he 
brought up at a recent meeting the 
idea o f A TA  somehow getting 
involved in the market situation. 
But the other board members felt 
there were too many Issues upon 
u s -th e  treaty, the single species 
■fuhery—to spend energy on it now." 
Others felt market problems should 
be left to the Sealood Producers 
Cooperative. Wild said thero may be 
more Interest in pursuing the 
matter at the end of the season.

"W e need help with tho markets," 
Wild said as he maneuvered his 
boat, thn Kuphoria, in the waters off 
Three llill Island. Occasionally the 
conversation would be interrupted 
as he raised the line to bring In a 
coho or pink. “ We can't dump off 
cohos at 084/lb. and expect to make 
any money."

With the troll seasons unlikely to 
improve, people in Elfin Cove and 
Pelican are starting to explore other 
ways of making a living, auch as 
tourism. Ilut there is uncertainty 
that people used to the rough and 
tumble commercial fiahery would lie 
able to comfortably cater to the 
needs of tourists and sportsmen. 
Also, no one knows If it would really 
generate enough business.

Aa for tho future o f the troll 
fishery. the fleet is divided Into 
optimists and pessimists.

Jim Wild la an optimist. He point! 
to the chlnook quota not taking any 
further cuts and the unratlfied 
Canada U.S. salmon Interception 
treaty. "The governor la giving ua 
support,”  he said, as he cleaned a 
humpy on one particularly slow day 
ol fishing. “ The stale ia starting to 
stand up for us and admit we exist. 
There's s hock of a lot mors 
opllmlam than there was at this lime 
last year."

lie admits that there still may be 
some tough llm ri ahead. "W e’ve 
still got the treaty threat hinging 
over our heads." . t , . ■

Alaaka trollers were outspoken In 
their opposition to the draft treaty 
because they fell the chlnook cu ll 
they would have to take were 
Inequitable compared to what the 
Canadians would do In return.

Fled Howard, on thn Jolent H, Is 
alio hopeful of better times ahead. 
He said there may be a light at the 
end of tho tunnel In tho governor 
standing up for tho fishermen.

"Washington and Oregon are 
trying to get Alaska to sign the 
treaty," he said. "They ought to put 
their goddamn pressure on Canada 
and forget about Alaska because 
Alaska has things under control."

Hod Darnell of Elfin Cove Is a 
pessimist. "Aa long as they keep a 
quota, there's no hope," he said. The 
manager! aren't managing on the 
strength of the run, he added, and If 
there s a poor run it could be wiped 
out. Darnell's attitude toward 
management la tb it he's fighting a 
foreign government.

Darnell had spent the last couple

days before the Aug. 4 closure 
rigging up a new trolling pole for his 
boat, the F /V  Pin la. "I’ve only got 
one day o f fishing left." he said. 
"Why should I ruah out for 60* a 
pound?"

Darnell was optimistic about the 
fishery until he saw the price 
reduction. He caught 23 more king 
salmon than last year, but still isn't 
ahead. “ I don't see how I'm going to 
make boat payments now." he snid. 
'T he state or the bank is going to 
repossess half the boats. The 
fishermen will become shoe clerks in 
town." He added that the only 
solution is to diversify into rockfish, 
cod and halibut.

Most of the fishermen on the 
north end commented on the high 
availability of king salmon in recent 
years. This was attributed to foreign 
Ira • lers being regulated a couple 
years ago to the west side of a 
longitudinal line running south of 
YakutaL

The outcry over the prescncti of

mysterious net marks on troll- 
caught salmon also seems to have 
tapered off. Teresa Moen. the 
quality control supervisor for 
Pelican Cold Storage, said she does 
see quite a lot of them, possibly 
"more than one out of every 
hundred" fish. Rarely, though, are 
the marks bad enough that a troll 
salmon would be graded number two 
instead of number one.

Pish buyer Hugh Reitz in Elfin 
Cove said he's not seeing as many 
marks as in past years.

Still, almost everyone seems to 
have samples of nets, floats and 
other foreign fishing gear that they 
either found washed up on beaches 
or caught on their lines and 
stabilizers. The tuck of marine 
organisms on much of the debris is 
evidence that it hasn't been in the 
water very long. This leads to the 
suspicion that some illegal foreign 
fillin g  is taking place close to 
Southeast.

All of these things add up to the

PACEM

conclusion that the troll fishery's 
problems aren't likely to be solved 
anytime soon.

Despite the preoccupation with 
the market problems, trailers still 
have plenty of complaints ubout the 
Alaska Department o f Fiuh and 
Game's management o f the fishery. 
For the last four to five years, 
trollers have been engaged in an 
ongoing battle with the stnte and 
federal fisheries managers over the 
optimum y>e!d (OYI figure, or quota 
for king salmon. Each year, until thia 
year, the trollers saw their 
allocation and seasons reduced so 
more Chinooks could get bar's to the 
fisheries and spawning grounds of 
British Columbia, Washington and 
Oregon.

One common complaint was that 
when this year's quota was figured 
out. no one realized the pricrs.would 
be so low.

"W e could live with those prices if 
we could (continue to) fish," siiJ  
Ernst Rasmussen, skipper of the

■» w - . ,
• -jv

. a l l
jIM



F/V  Golden Eagle
Even though a ll k inds o f b o a ts  i .

used in the  t r o l l  f ish e ry , 
Rasmussen’s vessel was one o f the 
more unique s igh ts  in  th e ' Pelican v i '  
boat harbor. I t  looks lik e  a 63-foot . : 
p leasure c ra ft. Rasmussen said he 
saw the  tre n d  in  the  t r o l l  f is h e ry  1 
when he had i t  b u ilt  in  1977. J u s t ■ 
rem ove the  tro ll in g  po lls  “ and I  can 
sell i t  as a ya ch t." No one w o u ld  be •• =  
able to  buy  i t  as a t ro lle r .  /

M y r l jflancock o f P o r t Tow nsend, 
W ash., said his boat, th e  F /V  
M urrle tt, and p e rm it a re  now up fo r 
sale " fo r  the s im p le  reason th a t
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‘ T h e r e ' s  g o i n g  t o  b e  m o r e  p e o p l e  w i n t e r  

f i s h i n g  t h a n  a n y b o d y  h a s  s e e n  b e f o r e . * ,  p
' ;w l ;

• • . - v ' -  ’ •• •'■’*.

J u ly , the  closures came ju s t  when 
the  fish in g  was g e tt in g  good each 
m onth. P u llin g  o u t a tidebook and 
p o in tin g  to  the  series o f b u ild in g  

th e y ’ve go t me shut-dow n. I ’m no t tides in  e a rly  A u g u s t, he said he
a llow ed to  fis h ."  Hancock expects 
th a t his boat w il l s tay  tie d  up n e x t 
ye a r because no one w il l w a n t to  buy 
the  package.

W h ile  F ish and Game catch 
s ta tis tic s  show th a t tro lle rs  are 
go ing  to  do the  same o r b e tte r  than  
la s t year, no one in Pelican o r E lf in  
Cove was ve ry  pleased w ith  a ll the 
closures (A p r. 15 to  M ay 15, m ost o f 
June, and A ug . 4 to  14; also a ll 
fede ra l w a te rs  from  th ree  to  200 
m iles sh u t down J u ly  20). •

Cal Boord a t Pelican Cold S torage 
said the  closure o f the  fishe rie s
conservation  zone c e rta in ly  reduced businesses th a t serv ice  the  flee t, 
his p lan t's  a b il ity  to  a t t r a c t “ I  have a fee ling  a lo t o f peoplep lan t'i 
landings.

essentia l, th e y ’re  g e tt in g 'it  f ixe d . He 
added th a t betw een p rices and the  
pressure  o f thQ season, a lo t o f 
fishe rm en  don’t  w an t to  lose fis h in g  
tim e  d r iv in g  in to  the  cove to  ge t 
som eth ing  repa ired .

L es lie  D ud ley manages Swanson's 
G eneral S to re  in  E lf in  Cove. She has 
noticed th a t fisherm en a re  v e ry  
cautious w ith  th e ir  m oney; th e y  ju s t  
buy the  basics, "m ilk ,  eggs, b read ."

V iv ia n  M ax, a life lo n g  Pelican 
re s id e n t and the  ow ne r fo r the  la s t 
ten  years o f V iv i ’s Cafe, said she 
used to  be able to  g e t up in  the  
m orn ing , look a t the  boat ha rbo r, 
and te ll how busy her day was going 
to  be. N ow , the y  "a ll come in  a t once 
and leave a t once."

S it t in g  a t a tab le  in  he r cafe, M ax 
.. said, "T o da y  (Aug. 5) p robab ly  is one 

fee ling  a lo t o f people are ' , :-o f m y  bus iest days a ll season. You 
./ ju s t m ak ing  do w ith  w h a t they have can see the  d iffe rence  betw een

h w ould  " tra d e  a ll the  re s t o f the  year 
fo r  the  days fro m  A u g u s t 7 th  to  the 
17th ."

The seasons and the  prices are 
going to  “ force people to  w in te r  
fish ," said F re d  H ow ard , from  
W hidbey Is land , W ash. “ There 's  
going to  more goddam n people 
w in te r  fish ing  than  anybody has 
seen before. H a lf the  goddamn quota 
w il l be f i l le d "  (by spring).

Tho closures and the  prices also 
•have a m a jo r im pact on the  t r o l l  
fish ing  com m unities and on the

Rasmussen said th a t excep t f o r - / . t o  have,”  W a lton  said. " I f  i t ’s n o t ye s te rd ay  and to d a y ." Th is

... unevenness causes prob lem s in 
o rd e r in g  food and h ir in g  employees. 
N onethe less, " I ’l l  s t i l l  keep go ing  as 
long  as i t  doesn 't g e t w orse .’’

S t i l l ,  some people have tr ie d  to 
; t  th in k  up so lu tions. Juneau tro lle r  

Rod P ru i t t  on the  F /V  Kipling  has a 
s im p le  so lu tio n  to  the  whole 
d ilem m a. F irs t ,  he said, a d ju s t the 
F ra s e r R iv e r section o f th e  proposed 
tre a ty  so th a t the  Canadians get 
60%  o f the  sockeye ru n  and the 

•’ A m ericans  40% . In  re tu rn  fo r th is , 
he believes, the  Canadians w il l  a llow  
the  A laska  tro lle rs  th e  20 year 
average o f th e ir  k in g  catch, 300,000. 
T he la s t th in g  th a t needs to  be done 
is reopen the  tra d it io n a l t ro llin g  
g rounds w est o f Cape S uck ling  to 
re lie ve  p ressu re  on Southeast.

" W ith  those th re e  s im p le  th ings,
• we could do i t , "  P r u i t t  said. "W e  
i could s u rv iv e  under a num ber and 

the  t r o l l  f le e t could re tu rn  to  a state  
o f h ea lth ."

M anagem ent and m a rke t 
p rob lem s o ften  have a w ay o f 
re s is tin g  sim p le  so lu tions. 
U nforeseen th ing s  crop up.

A sked  abou t the  fu tu re  o f tro llin g , 
23-year-old D w ig h t R iedere r,

( s k ip p e r o f the  Wendy A , said his 
hope was th a t "20 years fro m  now, I  

, don’t  w a n t to  be dow n in  K e tch ikan , 
huddled around m y stove, w a itin g  
fo r a 10-day open ing  in  J u ly ."  □
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Kmq crab demise hastens switch
iy ANDREW MacLEOD.. ;•/ to* o ' - s h i f t  in}* to s u c h  sp cc io s 'a s cod ll6nd i?fw <. l 'I t ‘i i  hard to 'say . but I v;ould sa>;v»> nood ; It v had been c lo sed ,' w a s !;
Inited Press International V4\  V*: ■•;•••'-'"I ' . h a lib u t,‘ owners of m ony:'*oF 'the  tyyouVtVlooking In 'thc next two years;;?, prompted by decimated stocks. The 
' KODIAK -  Co llap se of A la ska 's  la rge r bonfr. a rc  concentrating on Ihd1: at 40 to CO percent of the crab flee t; exact cause, or causes, of the sharp 
td  k ing  crab s to c k s :— once the ground fishery . ' * se r iou sly  looking into, i f  not .makr drop in  crab  po p u la t io n  is  not
cwcl ’ of tho Boring Sen -  has The ground fishery  includes p o l- , :  ing, the necessary (m echan ical) eon- known. •
jpurrod American fisherm en  to enter / lock and other h lgh-vq lU m e.l'low -r.: ve rsio n s,"  Stephan sa id . D isease , increased predation, a
ho foreign-dom inated 
fishery; o ff ic ia ls  say  

"The .decline

■UV-7 " .  V •••' Vnim ' i

fishery is  la rge ly  responsib le 
development of the bottom fishery 
as we know  it tod ay ," sa id  J e ff 
S'tcphan, • m anager of the United 
F isherm en 's M arketing A ssociation. 
•.While some in the crab fleet arc

U ntil the passage of the 200-m ilev!. been p articu lar ly  hard fe lt because 
lim it in 1870, Americans had l it t le  ' recovery of tho stocks is  expected to 
opportunity to claim  the 1.5 m illion  ; be n slow  process, 
m elric-ton harvest of ground fish  o ff 1 Cancellation of the season in Sep- 
A lnskn. lombcr, the fir s t  tim e since state-

What Is known is  that for severa l 
years b io log ists noted a drop in the 
number of young m ales entering the 
population and tin a la rm ing  increase 
in the number of barren fem ales.

TT'TT— -rpai,;

m

• . •: s*wrfi.
“I • don’t th in k 1 there Is any one 

i faetor that i s  more respunsib le thatt: ■;1|\  
a others,'" sa id  M artin Eaton, 0  state  ’fc'; 
.'•.shellfish b io log ist who h as s tu d ie d '; -  
. the problem . ' ' •
•;.:. ‘ B io lo g ists  believe it w il l  be at f : , 
j :' lc a s t  e igh t years before the stocks . V 
;Arccovtr. D uring that period, no com-^ 
'•"•morcini h arvest is  expected. -'Hi'.'

“The whole tiling  m akes us pretty ; 
u n e o m fo r ta b lc ,"  s a id  f ish e rm an  < 
Vein H a ll. "W e’ve got n resource 
that is  go ing down h il l  in several

Soo  Pago  J -3 . FISHERM EN

i



Fisjierrnen gear up for ground fishery
| Continued from Page J-1

w ays.”  - . . '■
W ith  the  prospect of. a . 

long w a it  before  the  red 
k in g s ; ! r e tu rn ,  ^ fish e rm e n  
have an added in cen tive  fo r  
considering the  $300,000 to  .■
$750,000 cost in v o lv e d  in  
cove rting  the ir, boats fo r  the  Z 
ground fishe ry . V ' v jm ;

A long  the  m is ty  docks o f 
K o d ia k , w h ich  b il ls  its e lf  ss'-; 
the  "K in g  C rab C a p ito l o f J; 
the W o rlr i.’V n o ta l l  are hap- .: 
py.: a b o u t ...the  . : lo o m in g .  7' 
changes,

C on tro l o f the  ■ m u lt im il-  
l io n -d o lla r  g ro u n d  f is h e r y ’* ;  
o ff, A la s k a . w i l l , no t occur 
fast enough fo r  som e fishe r- 
men. .-. . ^ v - '-

"O v e ra ll, I  w o u ld  say the 
vast m a jo r ity  o f the  people ■ 
don 't .have the  m oney to  m. 
convert,",, s a id . Ron J o lin ,
>vho -ope ra tes  a 9 0 -fo o t 
schooner and 44-foot seiner. ...

.In  a d d itio n , the re  is l i t t le  . 
onshore processing capac ity  
and the A la ska n  flee t, fo r  
the m ost p a rt, is  d iv e rs ifie d . '.
To enter the g round  fishe ry , 
some fisherm en w i l l  have to  
fo re g o  o th e r  ^ lu c r a t iv e  !. 
catches. , r  • 1 :

Jack H i l l ,  o p e ra to r o f a 
90-foot boat, sa id he w o u ld  
have to  g ive  u p 'te n d e r in g  
salmon and f is h in g  fo r  ta n ­
ner.: crabs and h a lib u t to  
enter the ground fishe ry .

“ W hy should  I  co nve rt? " 
he asked. "S o  Lean  g ive  up 
(a good income) to  get in to  a • 
h igh-vo lum e, lo w -p rice  fish - j l fo d la k  
c r y . " ' t > i o  ,1981 during

H ow ever, some o f the^cey*’’* * ^ * ? - /   .........
h is to r ic  o b s tru c t io n s  to  said B i l l  P h illip s , a fisheries 
A m erican fisherm en e n te r--.^e x p e rt oh the  s ta f f  o f  Sen. 
ing  th e  g ro u n d  f is h e ry ,  f  ;Tcd S tevens, R -A laska. 
w h ich  is concentra ted in  the- •: X Lack  o f onshore process- 
Bering Sea and dom ina ted  • ing  fa c ilit ie s  has been ad- 
Ly the Japanese, are crum - - i'd ressed  b y  le g is la t io n  
b iing  • .‘ L .b a cke d  b y  S tevens  th a t

Japanese o ff ic ia ls , faced ; w o u ld  ease f in a n c in g  fo r  
w ith  the  prospect o f being 
forced o u t o f the  200-m ile 
l im it ,  agreed in  N ovem ber 
to n e a rly  doub le  th e ir  p u r­
chase from  U.S. fisherm en 
o f the  annua l g round fis h

AnctofOQO DaJy Nevs.'Cra'O Hvtlolt

king crab fishermen deliver, their prized catch in 
ring better times. , .  ' »• j- 1 '

/pptM 'iip l'X* »»•;> "V- .--V r . l  J .- .T l.-:*'.

. g round fish e ry  o f f  A laska  
^ .co u ld  .develop in to 'o n e  o f 
'.th e  la rgest in  the nation. 

VWe’ve ca lled i t  a b illio n -  
d o l la r  f is h e ry  w hen  you  
Took a t the processing and 
assoc ia ted  in d u s tr ie s ,”  he 

•said. r' '•••'•■' --.•••• .Vvi - 
conve rting  onshore p lan ts  to  The s h ift  in  p roduct har-
handle  ground fish .

' " ' I  th in k ’, the tra n s it io n  
th a t is now  under w a y  is o f f  

, th e  g ro u n d  and r o l l in g , " ,  
P h illip s  sa id. "T h e  fu l l  in te

.vested also w o u ld  b rin g  a 
change in  m arke ts  and pu t 
the  U.S. in to  com petition  

• w ith  large-scale fish ing  na-- 
tions , according to  in d u s tiy  
o f f ic ia ls . ' ' ■; 'x . ' ; >;
"’ '“ "W ith  a g round fishe ry ,

catch. . , /r .  - ' ' g ra te d  sys te m  is  w i t h in
“ The U.S. ha rves t has in - . ' '  reach in ' 10 years.' The (con. ’ 

creased 10 .fo ld  since J>960 '- " t r o l  ,o f  ,(thp) h a rve s ting  is^ y o u 're , ta lk in g  a d iffe re n t ' 
and the  new agreem ent w ilL r- i'W ^h in 're a c h  in f iv e  years.V'. , . ba llgam c. Y ou 're  lo o k in g  a t • 
put us in  the  range o f 5QC ■> C oun ting  onshore process- a w o rld  m a rk e t,"  . S te p h a n .

ine. PhilllDS estimates the said. ' ' "Wnnn enn nnn
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by Andy Ryan :  '
Time* Juneau B ora*  •* • '  />•' * J

Juneau — Despite record runs of 
sockeye and pink salmon th is year, gtllnet 
fishermen In Southeastern A laska say  
they are  on the brink o l financial ruin.

They blame their problems largely on 
past policies of the state Board of F ish ­
eries, which they say  have discrim inated 
aga in st them In favor of purse seine fish- 

' ermen.
Two w eeks ago, gillnetters presented 

Gov. 3111 Sheffield and F ish  and Game 
Commissioner Don Collingsworth with a  
set of sta tistic s — culled from state re- 

, cords — showing that average Southeast­
ern purse seine catches have Jumped by 

: 500 percent since 1075, while gillnet 
catches have stayed about the sam e.

>. The figures, compiled by Jeron Bruce,
. director of the United Southeast Alaska 

G illnetters Association, also show that 
A laskans hold about G3 percent of the 
state 's 486 gillnet perm its but Just 45 per-! 
cent of the 421 seine perm its,
• Seiners u se a larger, different kind of 

net than gillnetters use. Also, se iners typl- 
• cally  have a s ix  or seven-person crew,
1 compared to gillnetters, who tend to be so­

lo ists.
1 This year w ill bring the largest salmon 
1 harvest In the region since 1949, B ru c e '
- said.

But gillnetters’ share of tho take Is ex- 
, pcctcd to be about the sam e a s  In the past 
; tew years.

In fact, g illnetters' percentage of the 
i ’total catch m ay be tho lowest since I960.

"Some people may bo able to weather 
It better than olucre, but everybody Is tak­
ing a beating this y ea r ,"  Erucc said .

The pllgnt of the g lllne 'tcrs, ho said, 
has been caused by m ismanagement In 
;tho D ivision of Commercial F isherie s and 
by "the political nature'.’ of the Board of 
.F isherie s. • •• ' *■ < ■
'■■■• Po litics, ho said , h a s  kept gillnetters 
"out of prime fishing area s, whllo purso 

.se in e rs have filled their holds with 
' salmon.
i With Sheffield's election, however, and 
' w ith h is appointment of new members to 
tire Boara of F isheries, gillnetters have 
f begun to talk about a return to prosperity. 
r ' '"Vc’ro real hopeful with tno new ad­

m inistration," Bruce said . "T here 's n now 
,, commissioner of fish and gumo and an en- 
"r. tire now board of fisheries. The time iins
• •• final y  come when tho state Is going to r e - , 
: ’ spon l to the problems facing the gillnet

fishery since 1977."
6  . At their spring meeting, members of 
p; the Board of F isheries voted that when
• they meet again  In February they w ill 
" ta k e  up how salmon should bo allocated 
: among fishermen using different typo of

■ gear. Previous boards had refused to con­
sider the Issue of allocation.

Steve Pennoyer, commercial flsherk 
director, said  Sheffield and Collingsworth 

. have agreed to try to bring se iners and 
g illnetters together before the board 

. meeting to try to Iron out their differ­
ences. But the state h as been carefu l not 
to take sides in the m atter, he said .

There is  no doubt that seine catches 
r have risen while g illnetters have been 

treading water, Pennoyer said .
But he noted that seine fishing on pink 

salmon stocks w as cut back during the 
, early  1970s for conservation reasons. It 

has been only recently, he sa id , that pink 
. salmon — the m ainstay of the seine Indus- 
■ m try —have made such a formidable come- 
V back.

In the past, he said , the Board of F ish ­
eries operated under the general axiom 
that fish stocks should not b e  reallocated 
— that Is, dram atically  shifted from one 

( gear group to another.
•• "They thought that you shouldn't 

'. simply bo able to w altz hi and take tht> fish 
aw ay from somebody e lse ,"  Pennoyer 
said . If board members do decide to real­
locate the fish, he said , they w ill be In for 
some touRh choices.

Terry Gardiner, a  former state repre- 
' scntativo from Ketchikan and a gillnet 

fisherman for 14 years, hung up h is net 
I" ? th is year and stayed home to work nt h is 

seafood packing business.

Before this number of salmon fisher­
men was restricted In the early  1970s, he 

: said , there w as a  35 percent annual tumo- 
,;; vc r among gillnetters.

't Gnrd'.r.er said  figures showing higher 
1 catches by se iners are  a result of dm -' 

m atlc Increases In r in k  salmon runs. And 
* - the areas where gillnetters fish  aren ’t the :
j ' area s where pinks are being caught.

.itft'v As to the question of whether the Board m ',"  . .  ' ' ■ ” '
of F isheries has discrim inated aga in st , Altukan gOlnelteri feel they are being ihorted in Uror ol

; gillnetters In assign ing the a rea s  In which
hey may fish, 

ipiy

Tlm«imo>hort 1*1 ,•
pune Miner* • |

ardiner sold the board
i ■ has simply maintained the statu s quo for...

tho past IS years. -.v'-.'k ■> i t .  : i>
,.frt;,"Tho  board really  hasn’t done anything ■ 
jii'ono way or tho other. So they really  . 
I .'haven 't d iscrim inated for or ago In s t .: 
Ij:’ someone, unless you In itially mako tho j 
I - "moral judgement that tho statu s quo w as 
I "w ro n g ,'h e sa id .

Gardiner w as asked If, In Ugh' of 
,, .. changes In catch patterns In Southeastern - 

A laska, the salmon fishery needs to be 
, reallocated between different

groups.
gear ,■

" I f  1 w as a gtllncttcr I ’d say  It does, It I 
. w as a seiner I ’d say  no," Gardiner said. 
" I f  I w as God, I ’d say  cut tho baby In 
ha lf."
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$3 million inji£ 
ifed. loans ok'd

, ASki r

T h re e  m il l io n  d o lla rs 'in  em ier- ~" 
g r.ncy, lo w - in te r e s t  lo a n s  h a v e . . .  
been m ade a v a ila b le  f ro m  thev4c  
fe d e ra l f is h e r ie s  :;lo a n  fund.-''-.* 
th ro u g h  - th e  " L e p a r t in e n t  a o f i’ k  
Com m erce. T ho  funds  a re  in te n d - - ^  
ed to  hel p fishe rm e n  avo id  d e f a u l t . ^  I 
on f ish in g  vessel m ortgages. .

A cco rd in g  to  N M F S , the  adm in-l.-v; 
is t ra t iv e  agency in  charge  o f the,*£  fund, m o rtg a g e s  m u s t be on .ves-.hv  
sels o f  a t le a s t f iv e  n e t tons to  be --^  
e lig ib le  fo r  assistance. The m oney 
can be used to  pay o f f  m o rtga ge s  
in c u rre d  to  fin a n ce  th e  b u ild in g ,  
re b u ild in g ,  o r  re c o n d it io n in g  o f 
those vessels.

One m illio n  do lla rs  has been se t 
aside fo r  fishe rm en  whose vessels v 
are f in a n c e d  u n d e r  th e  F e d e ra l.  .^. 
F ish e rie s  O b lig a t io n  G u a ra n te e  ......
P rog ram . T he  d ea d lin e  fo r  a p p li-  - - - 
ra tion is June  1,1984. ^

T he  re m a in in g  tw o  m i l l io n  ' ; 
lo lla rs  is  e a rm a rk e d  fo r  f is h e r - '*  V.. 
nen w h ose  v e s s e ls  a re  n o t," ,r; ' |  
innnced th ro u g h  th e  fed e ra l p r o - . 
;ram . A p p lic a tio n  fo r  th is  m oney ' 
sopen fro m  Ja n u a ry  15 .to  M a rch  ' V 
a , aaon. . . r . ' . t . - ,

C o n ta c t th e  N a t io n a l M a r in d  ’v l 
■’ ishe ries  S e rv ice  fo r  m ore  in fo r - * ;£  
nation.□

!-7

8 Bering Sea"oiJ2|.

.'.timing 
Sand pi( a\ 
•400 h e , y  
whom;• » j V* ■. aseas

• • • - •*.» .  » - y .
m a tin  

• "  bo 'ath 
v  h e s it i '■ 
. 'in s u lt  

•: F in a ll 
• in to 'i  
t u r n i  
Haw? 
a Lo: 
h e s il 
w e a l V 

. s t a b '  v 
Caus

P i!XL

W , . '

wants but of

• r;!;V,
. . . . .

, ............. ‘ ii?.•»“»'• - • -‘S’ vt*Sea Galley Stores, Inc., which 
owns Sea Galley restaurants, is 
trying to sell the Seldovia seafood 

-v.'i.n'J ■ j packing plant it has owned for
■ -•‘t two years. The company blames 

?‘n r j r heavy losses partially on the de-
F j " ‘1- j .clino in king crab production and 

'other operating probloms.. .*‘j\yv
' ‘. The Seldovia plant produced

— * " ’

I ijr
b  i>iOn Dec. 15 thestei 
•’ fish blanketed dow nl 
 ̂ Residents buried th 

^ thejr coat collars !on 
‘"'' find a phone'and call 

demand olfactory rctli*
• The odor was wal.lii 

westerly air current 
Dry, the fish meal pi; 

‘ of Kodiak.is in .t ie  
purchasing, 'v V;.- T- 
r City Manager Sam 
asked that the fish 
been sitting in Bio-Drj 
for several months be c 
which is exactly what 
manager started doing 
can’t believe they didn 
an offshore wind," said ( 

Irate citizens calle 
Gesko called Police. < 
Martin and Martin nen 
officer out to Bio-Dry t

V . i n n n n n f A -  a - -----

p o r t io n  c o n tro lle d  D ark  flfTOQ A f

•-/I J*t

f ,   J •.<;

Sheffield pick 
Adm iral Kneip 
for c a b in e t^ .

Coast Guard Rear ,'A 
Richard Knapp has been i 
by Alaska Governor Bill SI 
to head the state Dcpartn | 

.Transportation.. Knapp, 
currently tho commanding . 
of all Coast Guard perajnr.

) Alaska. He will retirtp.fro 
Coast Guard with 32 year's 1



ff

/OL.XXXVIII, NO...57, 164 PAGES

^  VhUy „*"7
• ; •' ANCHORAGE, ALASKA, FRIDAY, SEPTEMBER 16. 1 9 0 3 ; PRICE 25 CENTS

.    • ('.sy« n-' 'i.;. <

seasons
Jy CHUCK KLEESCHULTE
J.iity Nov/3 buslnoss roporlor 

F o r ' the fir st 
s ta teho o d ,. A ln ska  
rh im d ay  canceled 
seasons th is year 
ind In B r isto l Bay 
surveys show . crab popula 
.ions nt cr it ica lly  low leve ls.
, ,Thc closures by the state 
D epartm ent of F is h  and 
D sim c  in the two areas that 
^reduce most of the s la te ’s

red k ind  crab mean A la sk a ,.’’-  hauled l i i n l  the peak of mod- r ;  ab le to hade on u n til tanner m ates that 20 m illion  fem ales ' pounds th is  year If the season'.;.- J -

fishermen may h arvest as l it -  '•<!cm  crab catches.In lflflf M. . j' ; crab season opens (In Fcbru-

of a ll species of k in g  crab — 
red, b lue and b 

j w ill be le ss than 
• pounds In tho 
o ffic ln ls say . That compares 
to 193.1 m il l io n  pound s

Just
J lsn slo r for a lot of fisher­
men. Hopefully , most w i l l  he

only
In the bay , down 50 percent 
from la st year. The state  cstl-

those wntcrs w a s estim ated nre sampled by a d ifferent . .
5 m illion , the lowest ever • method, estim ates nre t h a tX ;

recorded. there ore only 5.5 m illio n : - ’•
L a s t  y e a f  B r i s t o l '  B a y  pounds of male crab, com-

" produced 3 m illion  pounds of 
red k ln j; crab; The stnte e s t i­
mates the bay could have 
produced o n ly  I m il lio n

pnrcd to .0 m illion  pounds!’ !-! 
ju s t two yonrs ago. Many of *'.j:

S e c  S a c k  Pnao, KING



King crab
Continued from Page A-1

the  fem ale  crabs surveyed o ff  
K o d ia k  were barren  o f eggs, 
leav ing  less tha n  70 percent 
capable o f reproduction , com­
pared to  m ore than  90 percent 
tv /o  years ago. ■ a

B io lo g is t Eaton said th a t in? 
U g a n ik  B ay o f f  K o d ia k , ev­
e ry  fem ale crab tested was? 
b a rren  o f eggs. .*.' • v ; ;■ 

“ I f  th is  is n ’t  a -d isas te r, I v 
don ’t  k n o w  w h a t is. I t  .is.'?; 
precedent se tting  fo r  us t o *  
c lose  e n t ire  g ro u n d s , b u t ’*  
w e 've  never seen such d ism a l’*  
stocks be fo re ,’ ’ Eaton said. >.

He sa id  the  state closed the 
K o d ia k  season, w h ic h  w ou ld  
have opened Sept. 25, and the 'J  
B r is to l  B a y  season, w h ic h '-  
w o u ld  have opened Oct. 1 ,* 
because stocks are s t i l l  d e c lin -- 
ing a fte r  la s t ye a r’s sharp .J 
decline. •

Eaton said the  miain cause * 
o f the  fa l l  in  stocks seems t o "  
be the increase i n ' cod and 
h a lib u t th a t feed on k in g  crab J 
la rva  and im m a tu re 1 <fcrabs." 
“ O ur surveys are sam pling  
record cod and h a lib u t stocks. 
And w e are seeing a decrease 
in  u n d e rs iz e d  c rabs th a t  
points a f in g e r a t cod as the  
cause,’ ’ the  b io lo g is t said. ?.

The s ta te  is s t i l l  try in g  to  , 
determ ine the  cause, fo r  the  
great increase in  barren  fe-1 
m ales o v e r  th e  p a s t tw o- 
years. . Si

Last year, fisherm en n e tte d . 
$110 m ill io n  o f f  state  v'crab', 
stocks. W ith  fu r th e r  increase? 
in k in g  crab prices l ik e ly  to - 
be triggered  b y  the reduced-? 
harvest, s ta te  o ff ic ia ls  said i t  
is too e a rly  to  p red ic t the 
f in a l v a lu e  o f  th is  y e a r ’s? 
?atch. 7 . :j

The closure means th a t the 
:o ta l A laska  red k in g  crab 
:atch th is  ye a r w i l l  consist of:

• 200,000 pounds caught o f f  
Southeast; ’ . ,

• 300,000 pounds caught in  
■arly A ugust in  Cook In le t; ■

• 750,000 /--to 1 . m i l l i o n  
>ounds th a t are expected to  
?e caught o ff  the  A la s k a  Pen- 
nsula; and,

• A bou t 2.5 m ill io n  pounds ^ 
Predicted fo r  h a rv e s t o f f  
•\dak. . •
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R E S O L U T I O N  N O .  1

W H E R E A S  m a r k e t  v a l u e  o f  A l a s k a  s a l m o n  is d e p r e s s e d  f r o m  t h e  

h i g h  l e v e l s  a c h i e v e d  d u r i n g  t h e  l a t e  1 9 7 0 ' s  a n d  e a r l y  1 9 8 0 ' s  b y  

a s  m u c h  a s  4 0 %  o n  s o m e  s p e c i e s ;  a n d

W H E R E A S  s a l m o n  f i s h e r m e n  f r o m  a l l  a r e a s  o f  t h e  s t a t e  i n  

r e s p o n s e  t o  t h e  f a v o r a b l e  e c o n o m i c  c o n d i t i o n s  o f  t h e  i m m e d i a t e  

p a s t  m a d e  s u b s t a n t i a l  i n v e s t m e n t s  i n  u p - g r a d i n g  t h e i r  v e s s e l s  a n d  

g e a r ;  a n d

W H E R E A S  m a n y  o f  t h e s e  f i s h e r m e n  n o w  i n  t h e  a r e a s  o f  K o d i a k  

a n d  C o r d o v a  a n d  t o m o r r o w  i n  o t h e r  a r e a s  o f  t h e  s t a t e  a r e  o v e r ­

c a p i t a l i z e d  i n  r e l a t i o n s h i p  t o  t h e  c u r r e n t  m a r k e t  v a l u e  o f  t h e i r  

p r o d u c t s ;  a n d

W H E R E A S  m a n y  o f  t h e s e  f i s h e r m e n /  w h o  a r e  p r o f e s s i o n a l s  w i t h  

y e a r s  o f  p r o d u c t i v e  e x p e r i e n c e /  w i l l  s o o n  b e  f a c e d  w i t h  t h e  

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

N O W  T H E R E F O R E  B E  I T  R E S O L V E D  t h a t  t h e  U n i t e d  F i s h e r m e n  o f  

A l a s k a  r e q u e s t s  G o v e r n o r  S h e f f i e l d  t o  t a k e  i m m e d i a t e  a c t i o n  

i n  d e t e r m i n i n g  t h e  m a g n i t u d e  o f  t h i s  p r o b l e m ;  a n d

B E  I T  F U R T H E R  R E  S O L V E D  t h a t  a p r o g r a m  b e  c r e a t e d  a n d  f u n d e d  

t o  a s s i s t  t h o s e  f i s h e r m e n  w h o  c a n  d e m o n m s t r a t e  t h e  p o t e n t i a l  t o  

r e g a i n  t h e i r  e c o n o m i c  v i a b i l i t y  i n  s o l v i n g  t h e i r  i m m e d i a t e  

f i n a n c i a l  p r o b l e m s .

D a t e : :L-y/̂ &rY '

H. B l a k e  

P r e s i d e n t



Juneau fish processing plant to close Dec. 31
By CHUCK KI EESCHULTE ?<> *  * > d  coho salmoh %  ' ' :  ' '

•Daily News business reporter '  -w hile-declin ing to-discuss1 W hile  dec lin ing  to  discuss the size o f the 
The o n ly  fish  processing p la n t in  Juneau 'f lo s s e s , .Horgan said the company had tr ie d  ;• 

w i l l  shut dow n and be p u t up fo r  sa le .a t the  •’..• new  measures d u ring  the past tw o  years to  
end o f the  year, the  v ic t im  o f h igh  Southeast i^ is te m  the red in k . . '• • * . . j
opera ting  costs. >' ' !v V v '; ''I t ’s been a. steady decline fo r the  past

. K o d ia k  K in g  Crab. Inc., a subs id ia ry  o f ^ jth re e  o r fo u r years. A nd  w e ’re convinced i t  
" Ocean B eauty Seafoods, said i t  w i l l  close fe j ju s t  can’t  be turned a rou n d ," H organ said. '
■ Juneau Cold Storage and se ll the  d o w n to w n 1.?,} -He said the p lan t was closing since its  o lde r 
w a te rfro n t p ro p e rty  Dec. 31. ■ - 1 /equ ipm ent resa lied  in  in e ffic iency  an'd h ighe r

V ic to r Horgan, p res ident o f K o d ia k  K in g  j  opera ting  costs than new er ones in  the  s ta te ..
Crab, sa id in  a phone in te rv ie w  fro m  Seattle  
th a t the Juneau p la n t has consis ten tly  record­
ed opera ting  losses. In  re c e n t-y e a rs ,- it.  has 
been processing and freezing 3 .m illio n  to  4 
m ill io n  pounds o f se a fo o d — red, c h u m ,'p in k

A nd  he said Juneau’s location , a long distance 
ja f ro m  m a jo r Southeast f ish in g  grounds, also . i '  
•;j h u r t 'its  chances fo r  p r o f i ta b i l i t y . .

-The closin,; ^infill id le  seven fu ll- t im e  cm- ' 
ployees and-n ine  h o u rly  w orkers . D u rin g  the

• 1 ' i. * ‘ * •> ‘ .* •I | K » ..................  , v

summer, an a d d itio n a l 16 h o u r ly  w o rke rs ' 
were h ired . The p la n t is Juneau’s largest non-j 
governm ental em ployer. »

Horgan said th is  sum m er the p la n t bough t' 
fish  from  101 fisherm en. The company is* 
t ry in g  to  help the fisherm en fin d  new buyers. .

- Horgan said the closing l ik e ly  w i l l  not have 
a m a jo r e ffect on the s ta te ’s fish  processing 
in du s try .

The Juneau p la n t is owned jo in t ly  by the 
Japanese tra d in g  com pany ■ M arubeni Corp. 
and by  Ocean Beauty, a w h o lly  owned subsi- 
d a ry  o f the Sealaska N a tive  Regional Corp.- 
based in  Juneau. •• .

The closing w i l l  not a ffect K o d ia k  K in g  
C rab ’s K o d ia k  processing p lan t, Horgan said.



MEMORANDUM State of Alaska
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s

to: L e n n i e  B o s t o n ,  S p e c i a l  A s s i s t a n t  DATE. . J a n u a r y  2 4 ,  198<i

O f f i c e  o f  t h e  G o v e r n o r

FROM:

FILE NO: 

TELEPHONE NO: 

SUBJECT:

m i s s x o n e r

4 6 5 - 4 7 0 0

K o d i a k  N e a r - T e r m  

A s s i s t a n c e  P r o j e c t

A t t a c h e d  i s  a n  e x e c u t i v e  s u m m a r y  f o r  t h e  p r o j e c t  e f f o r t ,  a s  

w e l l  a s  i n d i v i d u a l  r e p o r t s  p r o d u c e d  b y  e a c h  o f  t h e  D e p a r t m e n t s  
r e p r e s e n t e d  o n  t h e  i n t e r d e p a r t m e n t a l  w o r k i n g  g r o u p .  T h e  

e x e c u t i v e  s u m m a r y  r e p r e s e n t s  a d i s t i l l a t i o n  o f  t h e  p o s i t i v e  

a c t i o n  s t e p s  p r o p o s e d  b y  e a c h  D e p a r t m e n t  t h a t  w o u l d  c o n t r i b u t e  

t o w a r d s  n e a r - t e r m  e c o n o m i c  r e l i e f  o n  K o d i a k  I s l a n d .



K o d i a k  N e a r - T e r m  A s s i s t a n c e  W o r d i n g  G r o u p

E x e c u t i v e  S u m m a r y

A n  i n t e r d e p a r t m e n t a l  w o r k i n g  g r o u p  w a s  c o n v e n e d  J a n u a r y  1 2,

1 9 8 4  t o  a d d r e s s  K o d i a k  I s l a n d ' s  c u r r e n t  e c o n o m i c  d i f f i c u l t i e s .  

T h e  w o r k i n g  g r o u p  c o n s i s t e d  o f  m e m b e r s  f r o m  t h e  D e p a r t m e n t s  o f  

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ;  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s ;  H e a l t h  a n d  S o c i a l  S e r v i c e s ;  l a b o r ;  a n d  T r a n s p o r t a t i o n  

a n d  P u b l i c  F a c i l i t i e s .  T h e  o b j e c t  o f  t h i s  v/ork in g g r o u p  h a s  

b e e n  t o  p r o d u c e  a r e p o r t  r e g a r d i n g  t h e  o p t i o n s  a n d  p r o s p e c t s  
f o r  n e a r - t e r m  a s s i s t a n c e  w h i c h  t h e  S t a t e  c o u l d  p r o v i d e  to  

K c d i a k  I s l a n d  r e s i d e n t s  w h o  a r e  c o p i n g  w i t h  d r a m a t i c  d e c l i n e s  

in t h e  r e g i o n ' s  f i s h e r i e s  r e l a t e d  e c o n o m y .  T h i s  r e p o r t  f o c u s e s  

o n  s p e c i f i c  a c t i o n s  w b ' c h  t h e  S t a t e  c o u l d  t a k e  in t h e  n e a r  

f u t u r e  t o  p r o v i d e  f o r  o m e  l e v e l  o f  i m m e d i a t e  e c o n o m i c  r e l i e f  
to t h e  r e g i o n .

T h i s  e x e c u t i v e  s u m m a r y  p r e s e n t s  t h e  c u m u l a t i v e  p o s i t i v e  a c t i o n s  

p r o p o s e d  b y  t h e  s e p a r a t e  a g e n c i e s  w h i c h  p a r t i c i p a t e d  in t h e  

p r o j e c t  w o r k i n g  g r o u p .  T h o  w o r k  p l a n  f o r  t h i s  p r o j e c t  is 

a t t a c h e d  a s  w e l l  a s  t h e  s e p a r a t e  r e p o r t s  a s  p r o v i d e d  b y  t h e  

p a r t i c i p a t i n g  a g e n c i e s .



DFPAPTMFNT OF COMMERCE AND ECONOMIC DEVELOPMENT

A. L o a n  E x t e n s i o n s . T h e  D i v i s i o n  o f  A c c o u n t i n g  a n d  C o l l e c t i o n s  

c o n s i d e r s  f o r m a l  r e q u e s t s  f o r  l o a n  e x t e n s i o n  o n  c o m m e r c i a l  
f i s h e r i e s  l o a n s  i s s u e d  b y  t h e  D i v i s i o n  o f  I n v e s t m e n t s .  M o s t  I 

a n n u a l  i n t e r e s t  a n d  p r i n c i p a l  p a y m e n t s  a r e  d u e  i n  a l u m p  s u m  

e a c h  O c t o b e r  a n d  N o v e m b e r .  T h i s  y e a r ,  53  l o a n  e x t e n s i o n  / 

r e q u e s t s  h a v e  b e e n  r e c e i v e d  f r o m  K o d i a k  I s l a n d .

A c t i o n  S t e p s :  P r o c e s s i n g  o f  e x t e n s i o n  r e q u e s t s  a r e  r e c e i v i n g

p r i o r i t y  a t t e n t i o n . A s  o f  1 / 2 0 / 8 4 ,  3 8  r e q u e s t s  w e r e  a p p r o v e d ,

1 r e q u e s t  w a s  d i s a p p r o v e d ,  a n d  1 4  r e q u e s t s  a r e  u n d e r  v a r y i n g  

s t a g e s  o f  r e v i e w .  A l l  a p p l i c a t i o n s  a r e  e x p e c t e d  t o  b e  

p r o c e s s e d  b y  e a r l y  F e b r u a r y ,  1 9 8 4 .

B. B u l k  F u e l  L o a n . T h e  D i v i s i o n  o f  I n v e s t m e n t s  h a s  a b u l k  f u e l  
l o a n  p r o g r a m  to a s s i s t  s m a l l  c c m m u n t i e s  in t h e  p u r c h a s e  o f  b u l k  

f u e l .  T h e  s i x  o u t l y i n g  c o m m u n i t i e s  o n  K o d i a k  I s l a n d  a r e  —  

e l i g i b l e  f o r  t h i s  p r o g r a m .  L o a n s  a r e  i n t e r e s t - f r e e  t h e  f i r s t  

y e a r ,  54  t h e  s e c o n d  y e a r ,  a n d  g r a d u a t e d  u p w a r d s  t h e r e a f t e r .  

K a r l u k  p r e s e n t l y  h a s  a l o a n ;  A k h i o k  w o u l d  q u a l i f y  f o r  a 

s e c o n d - y e a r  l o a n .  A l l  o f  t h e  o t h e r  c o m m u n i t i e s  c o u l d  q u a l i f y  

f o r  t h e  i n t e r e s t  f r e e  l e a n .  A p p l i c a t i o n  r e q u i r e s  a l e t t e r  f r o m  
a n  a u t h o r i z e d  c o m m u n i t y  r e p r e s e n t a t i v e .

A c t i o n  S t e p s :  T h e  D C E D  h a s  i n i t i a t e d  s t e p s  t o  i n f o r m  a ll

c o m m u n i t i e s  o f  t h e  a v a i l a b i l i t y  o f  t h e s e  l o a n s  a n d  p r o c e d u r e s  
r e q u i r e d  t o  a p p l y .

C. N a t i o n a l  M a r i n e s  F i s h e r i e s  S e r v i c e s  l o a n  P r o g r a m . N M F S  h a s

a l i m i t e d  l o a n  p r o g r a m  ($3 m i l l i o n  n a t i o n w i d e )  d e s i g n e d  t o  ' 

a s s i s t  f i s h e r m e n  in m a k i n g  l o a n  p a y m e n t s  o n  t.heir v e s s e l s .  T a x  

a n d  a c c o u n t i n g  r e c o r d s  a r e  r e q u i r e d ,  t h e  b o r r o w e r  m u s t  b e  in 

r i s k  o f  d e f a u l t  b u t  n e t  i n  b a n k r u p t c y  p r o c e e d i n g s ,  a n d  t h e  

v e s s e l  c a n n o t  b e  s e c o n d h a n d .  O n e  y e a r  l o a n s  c a n  b e  p a i d  o f f  

o v e r  t e n  y e a r s  a t  a r a t e  o f  34.

A c t i o n  S t e p s : T h e  D C E D  h a s  i n i t i a t e d  s t e p s  to p r o v i d e  t h e

B o r o u g h  o f  K o d i a k  w i t h  apr.ror. r i a t e  r e g u l a t i o n s  a n d  i n f o r m a t i o n  .

D. F i s h e r m e n / V e s s e l  M a t c h i n g  s e r v i c e s . C u t - o f - s t a t e  v e s s e l s  

w h i c h  f i s h  o f f  t h e  A l a s k a n  c o a s t  t r a d i t i o n a l l y  e m p l o y  f e w  

A l a s k a n s ,  s i n c e  m o s t  g e a r  u p  in S e a t t l e .  A l a s k a n s  h a v e  n o t  

a c t i v e l y  p u r s u e d  t h e s e  p o s i t i o n s .  It is l i k e l y  t h a t  m a n y  

u n d e r - e m p l o y e d  K o d i a k  I s l a n d  f i s h e r m e n  a r e  m o r e  s k i l l e d  in 

A l a s k a n  f i s h i n g  t h a n  t h e  p r e s e n t  c r e w s  o n  t h e s e  v e s s e l s .



A c t i o n  S t e p s :  T h e  O f f i c e  o f  C o m m e r c i a l  F i s h e r i e s  D e v e l o p m e n t ,
D C E D ,  h a s  i n i t i a t e d  c o n v e r s a t i o n s  w i t h  t h e  N o r t h  P a c i f i c  

F i s h i n c  V e s s e l  O w n e r s '  A s s o c i a t i o n  f o r  t h e  p u r p o s e  o f  

d e t e r m i n i n g  t h e  n a t u r e  o f  p o t e n t i a l  j o b  o p e n i n g s  a n d  t o  

i n i t i a t e  a p i l o t  p r o g r a m  f o r  m a t c h i n g  t h o s e  o p e n i n g s  w i t h  

f i s h e r m e n  o n  K o d i a k  I s l a n d  i n t e r e s t e d  i n  s u c h  e m p l o y m e n t .  T h e  

A s s o c i a t i o n  r e s p o n d e d  p o s i t i v e l y  t o  i n i t i a l  i n q u i r i e s .

E. T o u r i s m  S u r v e y . S e v e r a l  r u r a l  K o d i a k  c o m m u n i t i e s  h a v e  

e x p r e s s e d  a n  i n t e r e s t  in t o u r i s m .  T h e r e  is, h o w e v e r ,  a l a c k  o f  

s p e c i f i c  i n f o r m a t i o n  o n  t h e  c h a r a c t e r i s t i c s  o f  t h e s e  

c o m m u n i t i e s  t h a t  m i g h t  a t t r a c t  t o u r i s t s  a s  w e l l  a s  a l a c k  o f  

m a r k e t  s u r v e y  i n f o r m a t i o n  o n  w h a t  p o t e n t i a l  t o u r i s t s  m i g h t  b e  

i n t e r e s t e d  in a n d  t h e  k i n d s  o f  s e r v i c e s  t h e y  w o u l d  s e e k .

A c t i o n  S t e p :  T h e  D i v i s i o n  o f  F i n a n c e  & E c o n o m i c s  in

C o o r d i n a t i o n  w i t h  a d v o c a c y  d i v i s i o n s  w i t h i n  D C E D  h a s  i n i t i a t e d  

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

s a m p l e  o f  A n c h o r a g e ' s  p o p u l a t i o n  o n  t h e  o t h e r  t o  d e t e r m i n e  t h e 

p o t e n t i a l  o f  t o u r i s m  f o r  r u r a l  k c d i a k  c o m m u n i t i e s .

\

F. C o a s t  G u a r d  U n i f o r m e d  S e r v i c e  P r o v i s i o n .  A  n u m b e r  o f  

m a i n t e n a n c e  s e r v i c e s  p r e s e n t l y  p e r f o r m e d  b y  C o a s t  G u a r d  \ 
p e r s o n n e l  in K o d i a k  c o u l d  b e  p e r f o r m e d  b y  t h e  p r i v a t e  s e c t o r . ^

A c t i o n  S t e p :  A  l e t t e r  h a s  b e e n  t r a n s m i t t e d  f r o m  t h e  G o v e r n o r ' s

O f f i c e  to t h e  A l a s k a n  D e l e g a t i o n  i n  W a s h i n g t o n  e n c o u r a g i n g  t h a t  

s u c h  a t r a n s f e r  o f  m a i n t e n a n c e  s e r v i c e s  f r o m  t h e  U n i f o r m e d  

S e r v i c e  t o  t h e  p r i v a t e  s e c t o r  b e  c o n s i d e r e d .



rgPAFTMEKT CF COMMUNITY AND PEGICNAL AFFAIRS

A. J o b  T r a i n i n g  P a r t n e r s h i p  A c t  ( J T P A ) , . D i v i s i o n  o f  C o m m u n i t y  

D e v e l o p m e n t  ( D C D ) .

1. M a t c h i n g  F u n d  A s s i s t a n c e . J T P A  o f f e r s  a D i s l o c a t e d  

W o r k e r s  P r o g r a m  f o r  . t r i d e n t s  w h o  h a v e  b e e n  t e r m i n a t e d  d u e  to 

i n d u s t r i a l  d e c l i n e .  A p p r o x i m a t e l y  $ 3 4 0 , 0 0 0  w i l l  b e  a v a i l a b l e  

(as o f  c o n t r a c t  a w a r d  i n  F e b . ,  8 4 ) ,  $ 6 7 , 0 0 0  o f  w h i c h  is s t a t e  

m o n e y .  P r o g r a m  r e s p o n d a n t s  ( p r i v a t e - f o r - p r o f i t  o r  

n o n - p r o f i t )  m u s t  p r o v i d e  a n  a d d i t i o n a l  2 5 %  in  m a t c h i n g  f u n d s .

A c t i o n  S t e p :  T h e  s t a t e  c c u l d  p i c k - u p  t h e  2 5 %  m a t c h i n g  i'ur.cs 

t o  f a c i l i t a t e  a c c e s s . A d d i t i o n a l l y ,  t h e  C C F A  w i l l  a s s i s t  

w h e r e  p o s s i b l e  i n  t h e  l o c a l  v e n d o r  a p p l i c a t i c r .  p r o c e s s ..

2. V o c a t i o n a l  E d u c a t i o n a l  F u n d s . J T P A  p r o v i d e s  f u n d i n g  fcr

a . )  E m p l o y m e n t  S e c u r i t y  c o u n s e l i n g  s t a f f  a n d  b . )  

P r e - a p p r e n t i c e s h i p  T r a i n i n g  i n  b u i l d i n g  m a i n t e n a n c e .

A c t i o n  S t e p s :  A  s u p p l e m e n t a l  a p p r o p r i a t i o n  c c u l d  b e  t a r g e t e d  

at  p r o v i d i n g  s u c h  p o s i t i o n s  in K o d i a k  I s l a n d  o n  a 

p e r - c c m m u n i t y  b a s i s . T h e  b u i l d i n g  m a i n t e n a n c e  p o s i t i o n s  

c c u l d  b e  l i n k e d  to p r o p o s e d  P.DA b u i l d i n g  a n d  h y c r c p c w e r  

p r o j e c t s .

?. O t h e r  J T P A  P r o g r a m s . J T P A  o f f e r s  C n - T h e - J c b - T r a i n i r . g  

( G J T ), I n s t i t u t i o n a l  S k i l l s  T r a i n i n g  ( 1S T)  a n d  Y c u t h  P r o g r a m s  

\'YP); a l l  o f  w h i c h  c o u l d  b e  a p p l i c a b l e  t o  t h e  d i v e r s i f i c a t i o n  
c f  K o d i a k ' s  f i s h e r i e s  i n d u s t r i e s .  D i r e c t  i n f u s i o n  o f  j o b  

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

c o u l d  p r o v i d e  f o r  i m m e d i a t e  e c o n o m i c  r e l i e f .  L a c k  o f  a 

p r i v a t e  e c o n o m y  m a k e s  u s e  o f  f e d e r a l  f u n d s  u n l i k e l y .  

S h c r t - t e r m  a s s i s t a n c e  w i t h  C J T  in t h e  p u b l i c  s e c t o r ,  p e r h a p s  

o n e  t o  s i x  j o b s  p e r  c o m m u n i t y ,  c o u l d  b e  a c c o m p l i s h e d  t h r o u g h  

a d i r e c t  g r a n t  to t h e  r e g i o n a l  n o n - p r o f i t  f o r  i m p l e m e n t a t i o n .

A c t i o n  s t e p s :  T h e  stat c o u l d  p r o v i d e  a d d i t i o n a l  i m m e d i a t e  
f u n d i n c  t o  t h e s e  r ^ c o r a m s  t h r c u o h  a s u p p l e m e n t a l  

a p p r o p r i a t i o n . E s t i m a t e d  c o s t  w o u l d  b e  $ '1 50, 00 0 t o  

$ 2 2 5 , 0 0 0 .  T h e  D e p a r t m e n t ' s  r e g i o n a l  i. e p r e s e n t a t  i v r  is in 

c o n t a c t  w i t h  C i t y  o f f i c i a l s  a n d  c o m m u n i t y  s e r v i c e  a g e n c i e s  in 

r e g a r d  to a p p l i c a t i o n  o f  e x i s t i n g  f u n d i n g .  DCF.A's r e g i o n a l  

r e p r e s e n t a t i v e  is c u r r e n t l y  n e g o t i a t i n g  w i t h  p r i v a t e  i n d u s t r y  
in K o d i a k  w i t h  r e g a r d  t o  1 S T  c o n t r a c t s .

- 4 -



E . S t a t e  E m p l o y m e n t  a n d  T r a i n i n g  P r o g r a m  ( S E T ? ), C C D . T h i s  

p r o g r a m  p r o v i d e s  u p g r a d e  t r a i n i n g  a n d  i n t e r n s h i p s  a n d  w o u l d  b e  

a p p l i c a b l e  to t h e  r e t r a i n i n g  n e e d s  o f  f i s h e r m e n  a n d  f i s h  

p r o c e s s o r s  in a d a p t i n g  t o  t h e  n e w  b o t t o m f i s h  i n d u s t r y .  T h i s  
s t a t e - f u n d e d  p r o g r a m  r e q u i r e s  a n n u a l  a p p r o p r i a t i o n s .

A c t i o n  S t e p :  A n  F Y 8 4  s u p p l e m e n t a l  a p p r o p r i a t i o n  c c u l d  b e  
t a r c e t e d  t o  t h e  K o d i a k  r e a i c n .

C. S t a t e  L c w - i n c c m e  W e a t h e r i z a t i o n  P r o c r a m ,  P C D . T h e  

D e p a r t m e n t  h a s  r e c e n t l y  r e c e i v e d  t w o  p r o p o s a l s  f r o m  t h e  K o d i a k  

a r e a :  o n e  f r o m  K A N A  ( $ 1 8 2 , 0 0 0 )  t o  w e a t h e r i z e  h o m e s  in  A k h i o k  

a n d  K a r l u k ;  a n d  o n e  f r o m  A C D O  f o r  $ 1 . 5  m i l l i o n  t o  w e a t h e r i z e  

h o m e s  in t h e  C i t y  o r K o d i a k .  A t  p r e s e n t ,  t h e s e  p r o p o s a l s  m u s t  

p a s s  t h r o u g h  a com; n a t i v e  e v a l u a t i o n  p r o c e s s  a n d  m a y  o r  m a y  

n o t  b e  a p p r o v e d  a n a  m a y  b e  f u n d e d  a t  a l o w e r  l e v e l  t h a n  

r e q u e s t e d .  T h e  D e p a r t m e n t  h a s  r e c e i v e d  a p r o x i m a t e l y  $ 1 5  

m i l l i o n  i n  r e q u e s t s  a n d  h a s  a p r c x i m a t e l y  $ 5 . 5  m i l l i o n  a v a i l a b l e  
in p r o g r a m  f u n d s .

A c t i o n  S t e p :  T h e  s t a t e  c o u l d  tarcet. a s u p p l e m e n t a l

a p p r o p r i a t i o n  t o  a s s u r e  t h e  f u n d i n g  o f  t h e s e  p r o p o s a l s ,  a n d

p e r h a p s  a d d i t i o n a l ,  v / e a t h e r i z a t i o n  p r o p o s a l s  a n d  " f a s t  t r a c k "

t h e  e v a l u a t i o n  p r o c e s s .- ■ ■ -    ■

D. C h i l d  C a r e  P r o g r a m s ,  P C D . E e c a u s e  o f  t h e  e c o n o m i c  

d i f f i c u l t i e s  in K o d i a k ,  a n  i n c r e a s i n g  n u m b e r  o f  m o t h e r s  w i s h  to 

e n t e r  t h e  a c t i v e  l a b o r  f o r c e .  T h e  l a c k  o f  a d e q u a t e  c h i l d  c a r e  

f a c i l i t i e s  is a m a j o r  c o n s t r a i n t .  T h e r e  a r e  t h r e e  a r e a s  o f  

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

n e a r - t e r m  d a y  c a r e  a s s i s t a n c e :  1) m o r e  l i c e n s e d  c h i l d  c a r e  

f a c i l i t i e s ;  2) m o r e  p r o g r a m  d o l l a r s  t o  a l l o w  e l i g i b l e  f a m i l i e s  
a c c e s s  t o  s e r v i c e s ;  3) a d d i t i o n a l  t r a i n i n g  o f  s t a f f  a n d  
a d m i n i  s t r a t o r s .

A c t i o n  s t e p :  T h e  s t a t e  c c u l d  t a r c e t  a s u p p l e m e n t a l  

a p p r o p r i a t i o n  in t h e  f o r m  o f  C h i l d  Ca~re G r a n t s  to t h e  
c o m n u n t i e s  o n  K o d i a k  I s l a n d .

E. T e c h n i c a l  A s s i s t a n c e  G r a n t s , M u n i c i p a l  a n d  R e g i o n a l  

A s s i s t a n c e  D i v i s i o n  (M R A D ). E x i s t i n g  F Y 8 4  p r o g r a m  f u n d s  h a v e  
b e ^ n  e x p e n d e d  or  c o m m i t t e d .

/ A c t i o n  S t e p s :  A  s u p p l e m e n t a l  a p p r o p r i a t i o n  c o u l d  b e  d i r e c t e d  to 

I p r o v i d i n g  t e c h n i c a l  a s s i s t a n c e  t o  K c a i a k  I s l a n d  c o m m u n i t i e s . 

N e a r - t e r m  b e n e f i t s  w o u l d  d e r i v e  m o s t  q u i c k l y  f r o m  l a b o r  '

i n t e n s i v e  p r o j e c  s s u c h  a s  c o m m u n i t y  s u r v e y s  p e r f o r m e d  in 

c o n j u n c t i o n  w i t h  l o n g e r  t e r m  d e v e l o p m e n t  c o n c e p t s .  A d d i t i o n a l ,  

I f u n d i n g  c c u l d  b e  t a r g e t e d  t o w a r d s  o c c u p a t i o n a l  t r a i n i n g  s c h e m e s  

\ w h i c h  p r o v i d e  r e s i d e n t s  w i t h  m a i n t e n a n c e  a n d  o p e r a t i o n a l  s k i l l s  
\ r e q u i r e d  f o r  a n t i c i p a t e d  e q u i p m e n t  o r  c a p i t a l  f a c i l i t i e s  

p u r c h a s e s .
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F. R u r a l  D e v e l o p m e n t  A s s i s t a n c e , M R A D .  P r e s e n t  p r o g r a m  

g u i d e l i n e s  l i m i t  g r a n t s  tc  $ 1 0 0 , 0 0 0  p e r  c o m m u n i t y  p e r  f i s c a l  

y e a r .  F Y  8 4  R D A  f u n d s  h a v e  b e e n  d i s b u r s e d  o r  c o m m i t t e d .  A t  

t h i s  t i m e ,  t h e r e  a r e  s e v e r a l  p r o p o s a l s  s u b m i t t e d  t o  t h e  
D e p a r t m e n t  f o r  F Y 8 5  c o n s i d e r a t i o n .

A c t i o n  s t e p s :  A  s t a t e  s u p p l e m e n t a l  a p p r o p r i a t i o n  c c u l d  b e  

t a r g e t e d  t o  e a c h  o f  t h e  o u t l y i n g  s i x  c o m m u n i t i e s  t o  b e  

d i s b u r s e d  a l o n g  t h e  l i n e s  o f  t h e  e x i s t i n g  F D A  prcgra,... T h e  

a p p r o p r i a t i o n  w o u l d  b e  a d m i n i s t e r e d  t h r o u g h  t h e  K o d i a k  I s l a n d  

E o r o u g h  w h i c h  h a s  p l a n n i n g  p o w e r s  f o r  K o d i a k  I s l a n d .  T w o  

g e n e r a l  a r e a s  o f  p r o c r a m  a p p l i c a t i o n  w o u l d  b e  t h e  c o n s t r u c t i o n ,  

e x p a n s i o n ,  a n d  m a i n t e n a n c e  o f  c o m m u n i t y  h a l l s  a n d  t h e  

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

f o r  e x i s t i n g  o r  a n t i c i p a t e d  c i t y  e q u i p m e n t  (o i l t r u c k s ,  

g r a d e r s ,  f i r e  e n g i n e s ,  e t c . ) .

G. C a n i t a l  I m p r o v e m e n t s  P r o j e c t s :  F o r c e  A c c o u n t s , M R A D .  F o r c e  

a c c o v /. t s a r e  w h e r e  t h e  c o m m u n i t y  p e r f o r m s  i t s  o w n  c o n s t r u c t i o n  
p r o j e c t s ,  i n - h o u s e ,  r a t h e r  t h a n  g o i n g  o u t - t o - c c n t r a c t . In  t h i s  

c a s e ,  t h e  c o m m u n i t y  c o u l d  h i r e  l o c a l  r e s i d e n t s  to p e r f o r m  t h e  

p r o j e c t .  S m a l l  c o m m u n i t i e s  w o u l d  n e e d  t e c h n i c a l  

a s s i s t a n c e / t r a i n i n g  in t h e  e f f i c i e n t  f o r m u l a t i o n  a n d  

i m p l e m e n t a t i o n  o f  s u c h  p r o g r a m s .

A c t i o n  S t e p :  T h e  D e p a r t m e n t  w o u l d  o f f e r  a p r c a r a m  o f  t r a i n i n g  

a n d  follov.'-up t e c h n i c a l  a s s i s t a n c e  t o  s u p p o r t  c o m m u n i t i e s  in 

t h i s  e f f o r t . T h i s  p r o g r a m  w o u l d  b e  w e l l  s u i t e d  for p l a c e m e n t  
i n  t h e  M u n i c i p a l  a n d  R e g i o n a l  A s s i s t a n c e  D i v i s i o n  a n d  c o u l d  b e  

i m p l e m e n t e d  r a p i d l y .



__________________________  T h e  p r o g r a m

K o d i a k  a r e a  h a s  m o r e  t h a n  d o u b l e d  i n  t h e  l a s t  

c u r r e n t  e c o n o m i c  p r o b l e m s  h a v e  b e e n  i d e n t i f i e d  a s

c a s e l o a d  in 

y e a r .  T h e  

m a j o ra m a j o r  c a u s e

o f  t h i s  i n c r e a s e .  T h i s  i n c r e a s e  h a s  f o r c e d  t h e  p r o g r a m  t o  

e x c e e d  a p p r o p r i a t e  c c u n s e l e r  t o  c l i e n t  r a t i o s .  T h e  O f f i c e  

r e c o r t s  t h a t  b u d g e t  c u t s  l a s t  y e a r  n e c e s s i t a t e d  t h e  c e s s a t i o n  

o,. c l i e n t  s e r v i c e s  t o  r e s i d e n t s  o f  t h e  o u t l y i n g  v i l l a g e s  o n  

K o d i a k  I s l a n d .  I n  F Y S 4  t h e  K o d i a k  C o u n c i l  r e c e i v e d  a g r a n t  

a w a r d  o f  $ 2 6 5 , 0 0 0  r e q u i r i n g  a l o c a l  m a t c h  o f  $ 2 9 , 4 0 0 .  T h e  

t h e  o p t i o n  o f  w a i v i n g  t h i s  m a t c h  a t  a n y  t i m e .

A c t i o n  S t e p s :  ____

t h e  r e g i o n a l  s t a f f
a d d i t i o n a l  s t a f f  c o u n s e l e r  s h o u l d

T h i s  p o s i t i o n  w o u l d  a l l o w  f o r  i n c r e a s e d  

a n d  r e n e w e d  o u t r e a c h  s e r v i c e s  t o  t h e  s i x  o u t l y i n g  
A d d i t i o n a l  t r a v e l  f u n d s  w o u l d  a l s o  b e  r e q u i r e d  

f o r  t h e  a d d i t i o n a l  p o s i t i o n  a n d  t r a v e l

a f t e r c a r e  

c o m m u n i  t i e s .

T o t a l  p r o j e c t e d  c o s t s  

w o u l d  b e  a b o u t  $ 3 0 , 0 0 0 .

B . D i v i s i o n  o f  M e n t a l  H e a l t h  a n d  D e v e l o p m e n t a l  D i s a b i l i t i e s . 

B a s e d  u p o n  c u r r e n t  t r e n d  i n f o r m a t i o n ,  t h e r e  w i l l  b e  a m a j o r  

i n c r e a s e  in d e m a n d  fo r m e n t a l  h e a l t h  s e r v i c e s  in K o d i a k ,  'i'nis 
i n c r e a s e  m a y  b e  d i r e c t l y  l i n k e d  t o  t h e  p r e s e n t  e c o n o m i c  

d i f f i c u l t i e s .  U n e m p l o y m e n t  b o t h  p r e c i p i t a t e s  m e n t a l  p r o b l e m s  

a n d  p r e c l u d e s  a c c e s s  to t r e a t m e n t  w i t h o u t  s o m e  f o r m  cf 

f i n a n c i a l  a s s i s t a n c e .

A c t i o n  S t e p s :  T w o  t o  f i v e  n e w  p o s i t i o n s  a r e  r e q u i r e d .  T h e s e

s h o u l d  b e  l o c a l  h i r e  p o s i t i o n s t h a t  w o u l d  b e  i n v o l v e d  w i t h  t h e  

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

r e h a b i l i t a t i o n  c a s e s  ( T r a i n e r s  a n d  A i d e s ) .

C. D i v i s i o n  o f  P u b l i c  A s s i s t a n c e . T h e r e  is a n  i n c r e a s i n g  l e v e l  
o f  n e e d  a n d  d e m a n d  o n  D P A  p r o g r a m s .  M a n y  h o u s e h o l d s  a r e  

s e e k i n g  e n e r g y  a s s i s t a n c e  ( E A P )  m u c h  e a r l i e r  in t h e  w i n t e r  
h e a t i n g  s e a s o n  t h a n  u s u a l .

A c t i o n  S t e p s :  W h i l e  D P A  p r o g r a m s  a r e  r e p o r t e d  t o  h e  w e l l  k n o w n  

in t h e  r e g i o n , ' D P A  w i l l  i n i t i a t e  a n  o u t r e a c h ,  e f f o r t ,  i n c l u d i n g  
a d d i t i o n a l  d i s p l a y  a d v e r t i s e m e n t s  in t h e  l o c a l  p a n e F i A n  E A P  

o u t r e a c h  c o n t r a c t  w i t h  t h e  K o d i a k  A r e a  n a t i v e  A s s o c i a t i o n  h a s  
r e c e n t l y  b e e n  e xe c, - te d . IThile r e c e n t  i n c r e a s e s  in D P A  

c a s e l t  d s  h a v e  n o t  b e e n  d r a m a t i c ,  D P A  is " b e i n g  p a r t i c u l a r v  

m i n d f u l "  o f  m o n i t o r i n g  c a s e l o a d s  in t h e  K o d i a k  r e g i o n  in o r d e r  

to a n t i c i p a t e  a n v  d r a m a t i c  i n c r e a s e  in p r o g r a m  d e m a n d .
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D. D i v i s i o n  o f  F a m i l y  a n d  Y o u t h  S e r v i c e s . T h o  D i v i s i o n  h a s  

e x p e r i e n c e d  a 1 0 - 1 5 %  i n c r e a s e  i n  c a s e l o a d s  in t h e  K o d i a k  a r e a  
d u r i n g  t h e  l a s t  y e a r .

A c t i o n  S t e p s :  A d d i t i o n a l  s t a f f  w i l l  b e  r e q u i r e d .  T h e s e  w o u l d

p r e f e r a b l y  b e  e n t r y  l e v e l  p o s i t i o n s  s u c h  a s  S o c i a l  W o r k e r  I o r  

S o c i a l  S e r v i c e  A s s o c i a t e  I I I .  U s i n g  a n  e n t r y  l e v e l  p o s i t i o n  
w o u l d  p r o m o t e  l o c a l  h i r e .
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DEPARTMENT CF LABOR

A .  J o b  P l a c e m e n t  A s s i s t a n c e . J o b  S e r v i c e  p e r s o n n e l  in K o d i a k  

p r o v i d e  a w i d e  r a n g e  o f  e m p l o y m e n t  p l a c e m e n t  s e r v i c e s .  T h e s e  

p e r s o n n e l  w o r k  c l o s e l y  w i t h  m a n a g e r s  o f  a l l  p l a n t s  o n  K o d i a k  

I s l a n d  t o  p r o v i d e  a s e r v i c e  t h a t  p r o m o t e s  c o n s i d e r a t i o n  o f  

a v a i l a b l e  w o r k e r s  in  a n d  a r o u n d  K o d i a k .

A c t i o n  S t e p s :  T o  i m p r o v e  c o n s i d e r a t i o n  f o r  l o c a l  h i r e  o f

s e a f o o d  w o r k e r s ,  t h e  S t a t e  S e a f o o d  P l a c e m e n t  C o o r d i n a t o r  w i l l  

r e v i s i t  t h e  S e a t t l e  o f f i c e s  o f  K o d i a k  p l a n t s  in F e b r u a r y  a n d  
f u r t h e r  e n c o u r a g e  t h e  u s e  o f  j o b  s e r v i c e  i n  K o d i a k  i t o  o b t a i n

t h e i r  w o r k e r s .  A  s p e c i a l  e f f o r t  w i l l  b e  m a d e  t o  a c c e s s  f e d e r a l

e m e r g e n c y  V e t e r a n ' s  J o b  T r a i n i n g  f u n d s  b y  a s s i s t i n g  l o c a l  

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

p r o g r a m s . U p  t o  $ 1 0 , 0 0 0  in  w a g e  s u b s i d y  a r e  a v a i l a b l e  t h r o u g h  

t h i s  p r o g r a m ,  w h i c h  o f f s e t s  t h e  e m p l o y e r ' s  c o s t s  o f  t r a i n i n g s

B. J o b  T r a i n i n g  P a r t n e r s h i p  A c t  ( J T P A ). J o b  S e r v i c e s  f u n c t i o n s  
a s  a l i a i s o n  w i t h  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  a n d  t h e  D e p a r t m e n t  o f  E d u c a t i o n ,  t o  c o o r d i n a t e  a n d  
p r o v i d e  J T P A  s e r v i c e s .

A c t i o n  S t e p :  J o b  S e r v i c e  w i l l  c o o r d i n a t e  w i t h  t h e  J T P A  e f f o r t s

d e s c r i b e d  e a r l i e r  u n d e r  t h e  D e o a r t m e n t .  o f  C o m m u n i t v  a n d

R e g i o n a l  A f f a i r s .



DEPARTMENT CF TRANSPORTATION AMD PUBLIC FACILITIES

A. L o c a l  S e r v i c e  R o a d s  a n d  T r a i l s  P r o g r a m . T h e  L o c a l  S e r v i c e  

R o a d s  a n c  T r a i l s  ( L S R & T )  p r o g r a m  w a s  i n i t i a J l y  c r e a t e d  i n  1 9 7 1  
t o  p r o v i d e  S t a t e  g r a n t  f u n d s  t o  i m p r o v e  l o c a l  c o m m u n i t y  r o a d s .

T h e  d i s t r i b u t i o n  f o r m u l a  a n d  f u n d i n g  c y c l e  f o r  t h e  L S R & T  
p r o g r a m  s i g n i f i c a n t l y  a f f e c t s  i t s  a b i l i t y  t o  b e  r e s p o n s i v e  t o  

K o d i a k  n e e d s  in a n y  s i g n i f i c a n t  f a s h i o n .  A s  a n  e x a m p l e ,  if t h e  

p r e s e n t  a n n u a l  a p p r o p r i a t i o n  w e r e  d e v i d e d  e v e n l y  a m o n g  t h e  s i x  

o u t l y i n g  K o d i a k  c o m m u n i t i e s ,  r o u g h l y  $ 2 2 , 0 0 0  w o u l d  b e  a v a i l a b l e  

p e r  c o m m u n i t y ,  w h i c h  w o u l d  b a r e l y  c o v e r  e q u i p m e n t  m o b i l i z a t i o n  
c o s t s .

A c t i o n  S t e p :  D e s i g n a t e  s o m e  t y p e  o f  a d d - o n  o r  s u p p l e m e n t a l

f u n d i n g  f o r  t h e  K o d i a k  I s l a n d  E o r o u a h  L o c a l  S e r v i c e  F.caa a n d  

T r a i l  P r o g r a m . G i v e n  s u c h  f u n d i n g  a s  i n d i c a t e d ,  t h e  f o l l o w i n g  
l o c a l  p r o j e c t s ,  w h i c h  h a v e  b e e n  i d e n t i f i e d  f o r  i m m e d i a t e  \

c o n s t r u c t i o n ,  w o u l d  in e a c h  c a s e  p r o v i d e  s o m e  n e a r - t e r m  — Nj

e m p l o y m e n t  o p p o r t u n i t i e s  f o r  l o c a l  l a b o r e r s :
/

1. C u z i n k i e  E o a r d w a l k ;  $ 6 0 , 0 0 0 .

2. O l d  H a r b o r  L a n d f i l l  A c c e s s  R o a d  I m p r o v e m e n t s ;  $ 2 5 0 , 0 0 0 .

3. P o r t  L y o n s  R o a d  R e b u i l d i n g  a n d  E x t e n s i o n s ;  $ 2 , 0 0 0 , 0 0 0 .

4. K a r l u k  U p g r a d e  o f  R o a d  t o  S a n i t a r y  L a n d f i l l ;  $ 2 0 0 , 0 0 0

B . E a r l y  I m p l e m e n t a t i o n  o f  F u n d e d  C a p i t a l  I m p r o v e m e n t  

P r o j e c t s  ♦ T h e  D G T / P F  h a s  i d e n t i f i e d  a n u m b e r  o f  p r o j e c t s  o n  

K o d i a k  I s l a n d  f o r  w h i c h  f u n d i n g  e x i s t s  a n d  w h i c h  a r e  

e s s e n t i a l l y  r e a d y  f o r  c o n s t r u c t i o n .  H o w e v e r ,  t h e  o n l y  p r o j e c t  

w h i c h  c o u l d  in s o m e  m a n n e r  b e  f a c i l i t a t e d  is t h e  M i s s i o n  R o a d  

R e c o n s t r u c t i o n  P r o j e c t .  T h e  P r o j e c t  w i l l  b e  r e a d y  f o r  
c o n s t r u c t i o n  t h i s  s p r i n g ,  b u t  a t  a r e d u c e d  s c o p e  u n l e s s  

s u p p l e m e n t a l  f u n d i n g  is m a d e  a v a i l a b l e .  A n  e x p a n d e d  p r o j e c t  
w o u l d  t r a n s l a t e  i n t o  i m m e d i a t e  e m p l o y m e n t  o p p o r t u n i t i e s .

A c t i o n  S t e p :  S u p p l e m e n t a l  a p p r o p r i a t i o n  f o r  t h e  M i s s i o n  R o a d
R e c o n s t r u c t i o n  P r o j e c t  o f  £ 3 4 0 , 0 0 0 .

C. E x p e d i t i n g  F e d e r a l  C o n s t r u c t i o n  P r o g r a m s . T h e r e  is 

c u r r e n t l y  o n l y  o n e  o u t s t a n d i n g  p r o g r a m  r e s e r v a t i o n  f o r  H U D  

h o u s i n g  in t h e  K o d i a k  a r e a .  T h e  r e s e r v a t i o n  is f or 15  u n i t s  in 

O l d  H a r b o r .  T h e  K o d i a k  I s l a n d  H o u s i n g  A u t h o r i t y  h a s  b e e n  

u n a b l e  t o  p r o c e e d  b e c a u s e  t h e y  c a n n o t  e n s u r e  M U D  o f  p h y s i c a l  

a c c e s s  t o  t h e  s i t e .  K I H A  is w o r k i n g  w i t h  B I A  to s e c u r e  a 
c o m m i t m e n t  f o r  r e a d  c o n s t r u c t i o n ;  h o w e v e r ,  D I A  h a s  v e r y  l i m i t e d  

r e s o u r c e s .



A c t i o n  S t e p :  T h e  P O T / F F  c o u l d  b e  u s e f u l  i n  e x p e d i t i n g  t h e  K U D

c o n s t r u c t i o n  p r o j e c t  b y  s u p p o r t i n g  a n  O l d  H a r b o r  a c c e s s  r e a d . 

N e a r - t e r m  b e n e f i t s  w o u l d  d e r i v e  f r o m  b o t h  t h e  r o a d  a n d  h o u s i n g  

p r o j e c t s .  I t  is a n t i c i p a t e d  t h a t  s u c h  a p r o j e c t  c o u l d  b e g i n  b y  
l a t e  s p r i n g  a n d  w o u l d  c o s t  a p p r o x i m a t e l y  $ 4 0 0 , 0 0 0 .

D* " C t h e r "  P r o j e c t s . T h e  D C T / P F  h a s  i d e n t i f i e d  s e v e r a l  K o d i a k  

I s l a n d  P r o j e c t s  w h i c h  c o u l d  p r o v i d e  s o m e  l e v e l  o f  n e a r - t e r n  
e c o n o m i c  b e n e f i t  t o  l o c a l  r e s i d e n t s .

A c t i o n  S t e p s :

1. U p g r a d e  D o g  E a y  S m a l l  E o a t  H a r b o r ;  $ 8 0 0 , 0 0 0 .

2. C o n s t r u c t  C o m m u n i t y  E q u i p m e n t  f a c i l i t i e s ;  $ 1 0 0 , 0 0 0  c e r  
f a c i l i t y .

3. P o r t  L i e n s  F e r r y  D o c k  R e p a i r ;  $ 5 0 0 , 0 0 0 .

4. O l d  H a r b o r  F u e l  D o c k  R e p a i r s ;  $ 8 0 0 , 0 0 0 .

- 1 1 -



K O D I A K  P R O J E C T  

N E A R - T E R M  A S S I S T A N C E

W O R K I N G  G R O U P  P L A N

W o  r k G r o u D  M e m b e r s

D C R A : J e f f  S m i t h  ( l e a d

D H S S : J e r r y  H a r r i s

D O T / P F: R i l e y  Snei;
A S M I : B i l l  H u d s o n

D C E D : B i l l  B e a r d s ! '

D O L : J i m  O ' C o n n o -

T h e  o b j e c t  o f  t h i s  w o m i n g  g r o u p  is to p r o d u c e  a r e p o r t  
r e g a r d i n g  t h e  o p t i o n s  a n d  p r o s p e c t s  f o r  n e a r - t e r m  a s s i s t a n c e  

w h i c h  t h e  S t a t e  m a y  p r o v i d e  t o  K o d i a k  I s l a n d  r e s i d e n t s  w h o  a r e  
c o p i n g  w i t h  d r a m a t i c  d e c l i n e s  in  t h e  r e g i o n ' s  f i s h e r i e s  r e l a t e d  

e c o n o m y .  T h i s  r e p o r t  s h o u l d  p r e s e n t  s p e c i f i c  a c t i o n s  w h i c h  t h e  

S t a t e  c o u l d  t a k e  in t h e  n e a r  f u t u r e  to p r o v i d e  f or  s o m e  l e v e l  

o f  i m m e d i a t e  e c o n o m i c  r e l i e f  to  t h e  r e g i o n .  W h e r e  a p p r o p r i a t e ,  

s u p p l e m e n t a l  f u n d i n g  r e q u i r e m e n t s  s h o u l d  b e  d e f i n e d .  If 

p o s s i b l e ,  t h e  e f f e c t s  o f  v a r i o u s  l e v e l s  o f  s u p p l e m e n t a l  f u n d i n g  

s h o u l d  b e  i d e n t i f i e d .  T h e  r e p o r t  is t o  b e  p r e s e n t e d ,  in f i n a l  
f o r m ,  t o  t h e  G o v e r n o r ' s  m i n i - C a b i n e t  o n  T u e s d a v  m o r h i n a ,  

1 / 2 4 / 3 4 .

I n  o r d e r  to a c h i e v e  t h i s  t i m e f r a m e ,  t h e  f o l l o w i n g  w o r k  p l a n  is 
s u g g e s t e d :

1 / 1 2  ( T h u r s d a y ,  a . m . ) :  F i r s t  g r o u p  m e e t i n g ;  s c o p i n g

s e s s i o n  t o  r e v i e w  t h e  g e n e r a l  t a s k ,  d i s c u s s  t h e  

i n t e r a g e n c y  r e p o r t  o n  K o d i a k  e c o n o m i c  c o n d i t i o n s ,  

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

r e s e a r c h / r e p o r v  c o o r d i n a t i o n .  W e  s h o u l d  l e a v e  t h i s  

m e e t i n g  w i t h  a c l e a r  i d e a  o f  w h a t  e a c h  i n d i v i d u a l  is 
r e s p o n s i b l e  fo r p r o d u c i n g ,  a s  w e l l  a s  a g r e e d  u p o n  
t i m e s  f o r  s u b m i s s i o n  o f  d r a f t  m a t e r i a l s .

1 / 1 8 ( W e d n e s d a y ,  p . m . ) :  S e c o n d  g r o u p  m e e t i n g ;

e x c h a n g e  p r e l i m i n a r y  f i n d i n g s ,  d i s c u s s
r e s e a r c h / r e p o r t  p r o b l e m  a r e a s .

1 / 2 0  ( F r i d a y ,  p . m . ) :  S u b m i s s i o n  o f  f i n a l  d r a f t
m a t e r i a l s  for i n c l u s i o n  i n t o  f i n a l  r e p o r t .

1 / 2 3  ( M o n d a y ) :  P r e p a r a t i o n  o f  e x e c u t i v e  s u m m a r y .

1 / 2 4  ( T u e s d a y ,  a . m . ) :  R e p o r t  to C a b i n e t .



P r e l i m i n a r y  t a s k  a s s i g n m e n t s ,  b y  d e p a r t m e n t ,  a r e  as f o l l o w s :

I . D C R A

A. L e a d  a g e n c y  r e s p o n s i b l e  f o r  w o r k i n g  g r o u p  c o o j d i n a t i o n

a n d  p r o d u c t i o n  o f  e x e c u t i v e  s u m m a r y .

B. I n v e s t i g a t e  " m a t c h i n g  f u n d "  c o n s t r a i n t s  to c o m m u n i t y

a c c e s s  to  f e d e r a l  f u n d i n g  ( B I A ,  H U D ,  e t c . )

C .  I n v e s t i g a t e  r e q u i r e m e n t s  o f  i n c r e a s e d  f a c i l i t a t i o n  o f
R D A  p r o j e c t s .

D. I n v e s t i g a t e  r e q u i r e m e n t s  f o r  e x p a n d i n g  t h e  L E A ?
p r o g r a m  ( f u e l  s u p p l e m e n t ) .

E.  A s s e s s  l e v e l s  o f  m o s t  c r i t i c a l ,  i m m e d i a t e ,  n e e d s  
( F u e l ,  F o o d )

I I .  D H S S

A.  I n v e n t o r y  t h e  D e p a r t m e n t s  p r o g r a m m a t i c  a c t i v i t y  in  t h e  
K o d i a k  I s l a n d  A r e a .

B. I n v e s t i g a t e  " m a t c h i n g  f u n d "  c o n s t r a i n t s  to c o m m u n i t y  

a c c e s s  to f e d e r a l  f u n d i n g  ( H S S ,  H U D ,  e t c . )

C .  T o  t h e  d e g r e e  p o s s i b l e ,  d e f i n e  p r e s e n t  a n d  p r o j e c t e d  

i n c r e a s e s  in  p r o g r a m  u s e  ( W I C ,  ^ o o d  S t a m p ,  A D F ,  M e n t a l  
h e a l t h ,  Y & F S ,  e t c . )  a t t r i b u t a b l e  to t h e  r e c e n t  

e c o n o m i c  s l o w d o w n .  I n v e s t i g a t e  t h e  c o s t  r e q u i r e m e n t s  
o f  s e r v i n g  t h i s  i n c r e a s e d  n e e d .

D. A s s e s s  l e v e l s  o f  m o s t  c r i t i c a l ,  i m m e d i a t e ,  n e e d s  
( h e a l t h ,  s o c i a l )

E. R e s e a r c h  t e m p o r a r y  e m p l o y m e n t  o p p o r t u n i t i e s  o f  D H S S  
p r o g r a m  a c t i v i t y .

I I I .  D O T / P F  .

A. I n v e s t i g a t e  t h e  c o s t s  a n d  e f f e c t s  o f  s u p p l e m e n t a l  

a p p r o p r i a t i o n s  f o r  L o c a l  S e r / i c e  R o a d s  a n d  T r a i l s  
f u n d s .

B. I n v e s t i g a t e  t h e  s p e c i f i c  s t e p s  o f  e a r l y  i m p l e m e n t a t i o n  

o f  f u n d e d  c a p i t a l  i m p r o v e m e n t s  in t h e  K o d i a k  I s l a n d  
a r e a .

C .  I n v e s t i g a t e  f a c i l i t a t i n g  e a r l y  i m p l e m e n t a t i o n  o f  

p r o p o s e d  f e d e r a l  c o n s t r u c t i o n  p r o j e c t s  (BIA, P U S , H U D )  

i n s o f a r  a s  t h e y  m i g h t  p r o v i d e  i m m e d i a t e  e m p l o y m e n t  
o p p o r  t u n i  t i e s .

D. E r o s i o n  C o n t r o l  P r o g r a m s

E. T o  r e s e a r c h  a v a i l a b i l i t y  f o r  c o n t r a c t i n g  o u t  to 
c o m m u n i t i e s  m a i n t e n a n c e  f o r  S t a t e  f a c i l i t i e s .



D O L

A.  S u p p l e m e n t a l  J o b  S e r v i c e  A c t i v i t y .

B. R e s e a r c h  D O L  r e g u l a t i o n s  t o  o b t a i n  h i r i n g  a t  t h e  

c o m m u n i t y  l e v e l  fo r c a p i t a l  c o n s t r u c t i o n  t h i s " s u m m e r .

D C E D

A .  I n v e s t i g a t e  s h o r t - t e r m  p r o j e c t s ,  l o a n  v e h i c l e s ,  t h a t  

c o u l d  p r o v i d e  i n t e r i m  e m p l o y m e n t  o p p o r t u n i t i e s .

B. I n v e s t i g a t e  e x p e d i e n t  i m p l e m e n t a t i o n  o f  t h e  R a w  F i s h  

T a x  C r e d i t  I n c e n t i v e  ' P r o g r a m  a s  r e c o m m e n d e d  b y  
G o v e r n o r ' s  F i s h e r i e s  P o l i c y  T a s k  F o r c e .

C. I n v e s t i g a t e  s t a t u s  o f  t h e  F i s h e r i e s  I n d u s t r i a l  

T e c h n o l o g i c a l  C e n t e r  p r o p o s e d  f o r  K o d i a k  I s l a n d .

D. S u m m a r i z e  r e c e n t / o n g o i n g  s t u d i e s  r e g a r d i n g  e c o n o m i c  

d i v e r s i f i c a t i o n  o n  K o d i a k  I s l a n d  ( S t a t e ,  C h a m b e r  o f  
C o m m e r c e  a c t i v i t y ,  e t c . ) .

E. L o o k  a t  t r a n s i t i o n i n g  C o a s t  G u a r d  e n l i s t m e n t  
e m p l o y m e n t  to c i v i l i a n  a t  K o d i a k  B a s e .

B r u c e  T w o m b l y ,  C o m m e r c i a l  F i s h e r i e s  L i m i t e d  E n t r y  
C o m m i s s i o n



N E A R  T E R M  A S S I S T A N C E  T O  K O D I A K  

D E P A R T M E N T  O F  C O M M E R C E  & E C O N O M I C  D E V E L O P M E N T  

S Y N O P S I S  A N D  A C T I O N  S T E P S

L o a n  E x t e n s i o n s :

S y n o p s i s :  T h e  D i v i s i o n  o f  A c c o u n t i n g  a n d  C o l l e c t i o n s  c o n s i d e r s

f o r m a l  r e q u e s t s  f o r  l o a n  e x t e n s i o n  o n  c o m m e r c i a l  f i s h e r i e s  

l o a n s  i s s u e d  b y  t h e  D i v i s i o n  o f  I n v e s t m e n t s .  M o s t  a n n u a l  

i n t e r e s t  a n d  p r i n c i p a l  p a y m e n t s  a r e  d u e  i n  a l u m p  s u m  e a c h  

O c t o b e r  a n d  N o v e m b e r .  T h i s  y e a r  5 3  l o a n  e x t e n s i o n  r e q u e s t s  
h a v e  b e e n  r e c e i v e d  f r o m  K o d i a k  I s l a n d .

A c t i o n  S t e p :  A s  o f  1 / 2 0 / 8 4 ,  38 r e q u e s t s  w e r e  a p p r o v e d ,  1 r e c u e s t  

w a s  d i s a p p r o v e d ,  a n d  14 r e q u e s t s  a r e  u n d e r  v a r y i n g  s t a g e s  o f  

r e v i e w .  P r o c e s s i n g  o f  e x t e n s i o n  r e q u e s t s  a r e  r e c e i v i n g  p r i o r i t y  
a t t e n t i o n ,  a n d  a l l  a p p l i c a t i o n s  a r e  e x p e c t e d  t o  b e  p r o c e s s e d  

b y  e a r l y  F e b r u a r y ,  1 9 8 4 .

B u l k  F u e l  L o a n s :

S y n o p s i s :  T h e  D i v i s i o n  o f  I n v e s t m e n t s ,  D C E D ,  h a s  a  b u l k  f u e l

l o a n  p r o g r a m ,  t h e  p u r p o s e  o f  w h i c h  i s  t o  a s s i s t  s m a l l  c o m m u n i ­
t i e s  i n  t h e  p u r c h a s i n g  o f  b u l k  f u e l .  A n y  " o r g a n i z e d  m u n i c i ­

p a l i t y  o r  u n i n c o r p o r a t e d  v i l l a g e  w i t h  a p o p u l a t i o n  u n d e r  

2 , 0 0 0 ,  o r  i n d i v i d u a l  e n d o r s e d  b y  t h e  m u n i c i p a l i t y "  is e l i g i b l e .  

A l l  c o m m u n i t i e s  o n  K o d i a k  I s l a n d ,  e x c e p t  f o r  t h e  C i t y  o f  K o d i a k ,  

q u a l i f y  f o r  t h i s  p r o g r a m .  L o a n s  a r e  i n t e r e s t - f r e e  t h e  f i r s t  

y e a r  t h a t  a  c o m m u n i t y  a p p l i e s ,  5 % i n t e r e s t  t h e  s e c o n d  y e a r ,  

a n d  g r a d u a t e d  u p w a r d  t h e r e a f t e r .  K a r l u k  p r e s e n t l y  h a s  a l o a n .  

A k h i o k  w o u l d  q u a l i f y  a s  a s e c o n d - y e a r  c a n d i d a t e  ( i. e .,  f o r  

t h e  5%  l o a n ) . T h e  r e m a i n i n g  c o m m u n i t i e s  q u a l i f y  f o r  i n t e r e s t -  

f r e e  l o a n s .  A p p l i c a t i o n  p r o c e d u r e s  a r e  v e r y  s i m p l e  ( b a s i c a l l y  

a  l e t t e r  t o  t h e  D i v i s i o n  o f  I n v e s t m e n t s  f r o m  a n  a u t h o r i z e d  
c o m m u n i t y  r e p r e s e n t a t i v e ) .

A c t i o n  S t e p :  D C E D  h a s  i n i t i a t e d  s t e p s  t o  i n f o r m  a l l  c o m m u n i t i e s

o f  t h e  a v a i l a b i l i t y  o f  t h e s e  l o a n s  a n d  t h e  p r o c e d u r e s  r e q u i r e d  
t o  a p p l y .

N a t i o n a l  M a r i n e  F i s h e r i e s  L o a n  P r o g r a m :

S y n o p s i s :  W M F  h a s  a v e r y  l i m i t e d  l o a n  p r o g r a m  ($3 m i l l i o n
n a t i o n w i d e )  d e s i g n e d  t o  a s s i s t  f i s h e r m e n  in m a k i n g  l o a n  p a y ­

m e n t s  o n  t h e i r  v e s s e l s .  T a x  a n d  a c c o u n t i n g  r e c o r d s  a r e  r e ­

q u i r e d ,  t h e  b o r r o w e r  m u s t  b e  i n  r i s k  o f  d e f a u l t  b u t  n o t  in 

b a n k r u p t c y  p r o c e e d i n g s ,  a n d  t h e  v e s s e l  c a n n o t  b e  s e c o n d h a n d .

O n e  y e a r  l o a n s  c a n  b e  p a i d  o f f  o v e r  1 0  y e a r s  a t  a r a t e  o f  3^.



A c t i o n  S t e p :  D C E D  h a s  i n i t i a t e d  s t e p s  t o  p r o v i d e  t h e  B o r o u g h

o f  K o d i a k  w i t h  a p p r o p r i a t e  r e g u l a t i o n s  a n d  i n f o r m a t i o n .

F i s h e r m a n / V e s s e l  M a t c h i n g :

S y n o p s i s :  O u t - o f - s t a t e  v e s s e l s  a n d  f l e e t s  w h i c h  f i s h  o f f

t h e  A l a s k a n  c o a s t  t r a d i t i o n a l l y  e m p l o y  f e w  A l a s k a n s ,  s i n c e  m o s t  

g e a r  u p  i n  S e a t t l e ,  a n d  A l a s k a n s  h a v e  n o t  a c t i v e l y  p u r s u e d  

t h e s e  p o s i t i o n s .  M a n y  o f  t n e  c r e w s  h i r e d  a r e  n o t  s k i l l e d  f i s h ­

e r m e n  a n d  f e w  k n o w  t h e  A l a s k a n  f i s h e r i e s  e n v i r o n m e n t .  F u r t h e r ,  

o n  t h e  s u r f a c e  i t  a p p e a r s  t h a t  t h e r e  m a y  b e  a s i g n i f i c a n t  

n u m b e r  o f  K o d i a k  f i s h e r m e n  w h o  m i g h t  b e  a v a i l a b l e  a n d  q u a l i f i e d  
f o r  s u c h  e m p l o y m e n t .

A c t i o n  S t e p :  T h e  O f f i c e  o f  C o m m e r c i a l  F i s h e r i e s  D e v e l o p m e n t ,

D C E D ,  h a s  i n i t i a t e d  c o n v e r s a t i o n s  w i t h  t h e  N o r t h  P a c i f i c  

F i s h i n g  V e s s e l  O w n e r s '  A s s o c i a t i o n  f o r  t h e  p u r p o s e  o f  d e t e r ­

m i n i n g  t h e  n a t u r e  o f  p o t e n t i a l  j o b  o p e n i n g s  a n d  t o  i n i t i a t e  

a p i l o t  p r o g r a m  f o r  m a t c h i n g  t h o s e  r e q u i r e m e n t s  w i t h  f i s h e r ­

m e n  o n  K o d i a k  I s l a n d  i n t e r e s t e d  i n  s u c h  e m p l o y m e n t . T h e  
A s s o c i a t i o n  r e s p o n d e d  p o s i t i v e l y  t o  i n i t i a l  i n q u i r i e s .

T o u r i s m  S u r v e y :

S y n o p s i s :  S e v e r a l  r u r a l  K o d i a k  c o m m u n i t i e s  h a v e  e x p r e s s e d  a n

i n t e r e s t  i n  t o u r i s m .  T h e r e  is , h o w e v e r ,  a  l a c k  o f  s p e c i f i c  

i n f o r m a t i o n  o n  t h e  c h a r a c t e r i s t i c s  o f  t h e s e  c o m m u n i t i e s  t h a t  

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

Act.ion S t e p s :  T h e  D i v i s i o n  o f  F i n a n c e  & E c o n o m i c s ,  D C E D ,  i n

c o o r d i n a t i o n  w i t h  a d v o c a c y  d i v i s i o n s  w i t h i n  t h e  D C E D  h a s  

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

h a n d  a n d  a s a m p l e  o f  A n c h o r a g e ' s  p o p u l a t i o n  o n  t h e  o t h e r  t o  

d e t e r m i n e  t h e  p o t e n t i a l  o f  t o u r i s m  f o r  r u r a l  K o d i a k  c o m m u n i t i e s .

A t t a c h m e n t s :

F u e l  L o a n  I n f o r m a t i o n  S h e e t

F i s h e r i e s  L o a n  Fi n d  A p p l i c a t i o n

L e t t e r  r e l a t i n g  .o V e s s e l / F i s h e r m e n  M a t c h i n g
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O w n e r s '  A s s o c i a t i o n
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F u r t h e r  t o  o u r  t e l e p h o n e  c o n v e r s a t i o n  t h i s  m o r n i n g  I w o u l d  

l i k e  to e x p l a i n  i n  g r e a t e r  d e t a i l  t h e  f i s h e r i e s  r e l a t e d  

e c o n o m i c  p r o b l e m s  b e i n g  e x p e r i e n c e d  b y  r u r a l  K o d i a k  f i s h e r m e n  

a n d  t h e  p o s s i b i l i t y  o f  o u r  w o r k i n g  t o g e t h e r  t o  p l a c e  s o m e  o f  
t h o s e  f i s h e r m e n  a s  c r e w m e n  i n  t h e  u p c o m i n g  S h e l i k o f  S t r a i t s  

j o i n t  v e n t u r e  f i s h e r y .  A s  y o u  m a y  k n o w ,  t w o  y e a r s  o f  p o o r  

P i n k  s a l m o n  r e t u r n s  i n  -the K o d i a k  a r e a  h a v e  c o m b i n e d  w i t h  t h e  

c o l l a p s e  o f  t h e  K i n g  C r a b  f i s h e r y  t o  s e v e r e l y  d i s r u p t  t h e  
e c o n o m y  o f  r u r a l  K o d i a k .  I n  s u c h  v i l l a g e s  a s  O l d  H a r b o r ,

A h k i o k ,  L a r s e n  B a y ,  a n d  O u z i n k e  e x p e r i e n c e d  p u r s e  s e i n e / c r a b  

f i s h e r m e n  w h o  o w n  t h e i r  / e s s e l s  o r  o p e r a t e  c a n n e r y  o w e d  

v e s s e l s  a r e  v i r t u a l l y  w i t h o u t  a l t e r n a t e  e m p l o y m e n t  o p p o r t u n i t i e s  
f i s h e r i e s  r e l a t e d  o r  o t h e r w i s e .

A s  I i n d i c a t e d  i n  o u r  c o n v e r s a t i o n  e a r l i e r  t o d a y ,  I w o u l d  

p r o p o s e  t h a t  o u r  o f f i c e ,  N P F V O A ,  a n d  p o s s i b l y  t h e  K o d i a k  A r e a  

N a t i v e  A s s o c i a t i o n  ( KA N A)  w o r k  t o g e t h e r  i n  a  " m a t c h m r k i n g "  

r o l e ,  e x p l o r i n g  t h e  p o s s i b i l i t y  o f  c r e a t i n g  e m p l o y m e n t  o p p o r ­

t u n i t i e s  a b o a r d  s o m e  o f  y o u r  m e m b e r s '  v e s s e l s  d u r i n g  t h e  1 9 8 4  

S h e l i k o f  S t r a i t s  f i s h e r y .  I w o u l d  p e r c e i v e  t h a t  t h e  r e s p e c t i v e  

r o l e s  o f  o u r  o r g a n i z a t i o n s  w o u l d  b e  a s  f o l l o w s :

N P F V O A  w o u l d  ..identify v e s s e l  o w n e r s  i n t e r e s t e d  i n  p a r t i c i p a t i n g  

w i t h  t h e  p r o g r a m  a n d  o u t l i n e  b a s i c  r e q u i r e m e n t s  f o r  p o t e n t i a l  

c r e w m e m b e r s .

K A N A  w o u l d  p e i f o r m  t h e  o u t r e a c h  f u n c t i o n  a n d  p r e l i m i n a r y  
s c r e e n i n g  o f  p o t e n t i a l  c r e w m e m b e r s .

O C F D  w o u l d  c o o r d i n a t e  t h e  p r o g r a m  a n d  w o u l d  f u r t h e r  s c r e e n  

p o t e n t i a l  c r e w m e m b e r s  to i n s u r e  t h a t  o n l y  t r u l y  q u a l i f i e d  
a p p l i c a n t s  w e r e  i n t r o d u c e d  t o  v e s s e l  o w n e r s .

I w o u l d  a p p r e c i a t e  i t  g r e a t l y  if y o u  c o  lid p r e s e n t  t h i s  i d e a  

t o  y o u r  B o a r d  o f  D i r e c t o r s  a n d  s u b j e c t  t o  t h e i r  a p p r o v a l
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p r o c e e d  w i t h  s o m e  m o r e  d e t a i l e d  d i s c u s s i o n s ,  p o s s i b l y  d u r i n g  

t h e  u p c o m i n g  N P F M C  m e e t i n g  h e r e  i n  J u n e a u .  C l e a r l y  w e  a r e  

o n l y  i n  t h e  c o n c e p t u a l  s t a g e  w i t h  t h i s  i d e a  a n d  I ' m  c e r t a i n  

t h a t  m o r e  d i s c u s s i o n  w o u l d  l e a d  t o  a  b e t t e r  u n d e r s t a n d i n g  o f  t h e  
o p t i o n s .  S h o u l d  w e  b e  a b l e  t o  r e a c h  s o m e  a g r e e m e n t ,  I f u l l y  

u n d e r s t a n d  t h a t  i n  n o  w a y  w o u l d  N P F V O A  b e  i n  a  p o s i t i o n  t o  

g u a r a n t e e  a n y  a c t u a l  e m p l o y m e n t  a n d  t h a t  a n y  h i r i n g  '"’e c i s i o n s  

w i l l  u l t i m a t e l y  r e s t  w i t h  t h e  v e s s e l  o w n e r ( s )  i n v o l v e d .

B a r r y ,  t h a n k  y o u  a q a i n  f o r  y o u r  i n t e r e s t  i n  t h i s  i s s u e  a n d  

I l o o k  f o r w a r d  t o  ...eeing y o u  h e r e  i n  J u n e a u  f o r  t h e  C o u n c i l  
m e e t i n g .

B e s ’

F. G r e g o  

D i r e c t o r

c c:  C o m m i s s i o n e r  R i c h a r d  L y o n

D e p u t y  C o m m i s s i o n e r  V i n c e  O ' R e i l l y  

B e n  H a r d i n g ,  S p e c i a l  A s s i s t a n t  

t o  t h e  G o v e r n o r
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T0: T h e  H o n o r a b l e  J e f f  S m i t h  

D e p u t y  C o m m i s s i o n e r  

O f f i c e  o f  t h e  C o m m i s s i o n e r

f r o m ; M a r k  M i c k e l s o n  

G r a n t  A d m i n i s t . r  

D i v i s i o n  o f  C o m m u n i t y  D e v e l o p m e n t

Si cuG
C o m m u n i t y  & R e g i o n a l  A f f a i r s

JAN 2 G ;gc-;
d a t e : J a n u a r y  2 0 ,  1 9 8 4

FILE NO:

TELEPHONE NO; 4 6 5 - 4 8 6 1

COMMISSIONER'S OFFICE 
COMMUNITY & REGIONAL AFFAIRS

s u b j e c t . K o d i a k  I s l a n d  N e a r -  

T e r m  A s s i s t a n c e  

P r o j e c t

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

C o m m u n i t y  D e v e l o p m e n t  w h i c h  a d d r e s s '  t h e  K o d i a k  N e a r - T e r m  
A s s i s t a n c e  P r o j e c t .  T h e  m a j o r  i s s u e s  t h a t  o u r  D i v i s i o n  

w o u l d  l i k e  to p u t  f o r w a r d  as p r a c t i c a l  s u g g e s t i o n s  a r e  a s  

f o l l o w s :

1. S u p p l e m e n t a l  F u n d i n g  R e q u e s t  - F o r  t h e  S t a t e  E m p l o y m e n t  
a n a  Tr n i n g  P r o g r a m .  F u n d s  s p e c i f i c a l l y  e a r m a r k e d
f o r  t h e  U p g r a d e  S k i l l s  T r a i n i n g  c o m p o n e n t  c o u l d  

e f f e c t r  l y  p r o m o t e  r e t r a i n i n g  e f f o r t s  f o r  f i s h e r m e n  

a n d  f i s h  p r o c e s s o r s  o n  K o d i a k  I s l a n d  to a d o p t  to t h e  

e v o l v i n g  b o t t o m  f i s h e r i e s  a n d  r e l a t e d  s u p p o r t  

o c c u p a t i o n s .  U n d e r  t h i s  p r o g r a m  o t h e r  c o m p o n e n t s  

c o u l d  a l s o  p r o v i d e  s h o r t  t e r m  s u b i s i d i z e d  e m p l o y m e n t  

in  t h e  f o r m  o f  v o c a t i o n a l  e x p l o r a t i o n  f o r  y o u t h  a n d  

i n t e r n s h i p  p o s s i b i l i t i e s .

2. J T P A  D i s l o c a t e d  W o r k e r  P r o g r a m  - B e c a u s e  o f  l a y - o f f s

in  th e r i s n i n g  i n d u s t r y  a n d  c h a n g e s  in s p e c i e s  h a r v e s t /  

p r o c e s s i n g ,  t h i s  s p e c i a l  p r o g r a m  m i g h t  w e l l  b e  u t i l i z e d  

in K o d i a k .  W e  c a n  b e t t e r  p r o m o t e  t h e  p r o g r a m  t h e r e  

a n d  p r o v i d e  a s s i s t a n c e  w i t h  a p p l i c a t i o n  p r e p a r a t i o n .

3. L o w - I n c o m e  W e a t h e r i z a t i o n  - P e n d i n g  p r o p o s e d  s e l e c t i o n ,  
t w o  c o n t r a c t s  m a y  b e  i s s u e d  w h i c h  c o u l d  i m p a c t  o n  

K o d i a k  I s l a n d  c o m m u n i t i e s .  B e c a u s e  t h e r e  is a n  o b v i o u s  
n e e d  t h e r e ,  s u p p l e m e n t a l  f u n d i n g  u n d e r  t h i s  p r o g r a m  

c o u l d  r e a c h  m o r e  c o m m u n i t i e s  o n  K o d i a k ,  w i t h  s e c o n d a r y  

e f f e c t s  o f  e c o n o m i c  s t i m u l u s  t o  l o c a l  e c o n o m i e s .  O n c e  

c o n t r a c t s  a r e  a w a r d e d  w e  c a n  e x p e d i t e  t u e i r  i m p l e m e n t a ­

t i o n  .
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4. I n c r e a s e d  C h i l d  C a r e  F u n d u . ^  - I n  a d d i t i o n  t o  t h e  

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

w h i c h  in t u r n  e n a b l e s  t h e m  to  w o r k  w i t h  a f f o r d a b l e  

c h i l d  c a r e ,  a d d i t i o n a l  c h i l d  c a r e  i n d u s t r y  j o b s  a r e  

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

5. I n c r e a s e d  O u t r e a c h  a n d  T e c h n i c a l  A s s i s t a n c e  E f f o r t s  - 

P u r s u a n t  t o  a l l  D e p a r t m e n t a l  g r a n t  p r o g r a m s  w e  c a n  

i m p r o v e  t h e  K o d i a k  C o m m u n i t i e s  a c c e s s  t o  a n d  e x p e r t i s e  

i n  a p p l i c a t i o n  p r o c e d u r e s  a n d  s u c c e s s f u l l y  o b t a i n i n g  

g r a n t  f u n d s .  C r o s s  t r a i n i n g  o f  D e p a r t m e n t a l  s t a f f ,  a 

s t r o n g  c o m m i t t m e n t  t o  R e g i o n a l i z a t i o n  a n d  

c i r c u i t - r i d i n g  e d u c a t i o n a l  a n d  t e c h n i c a l  a s s i s t a n c e  

e f f o r t s  w o u l d  a l l  r e a p  l o n g e r  t e r m  r e s u l t s .  B o a r d ,  

c o m m i s s i o n  or  c o u n c i l  v a c a n c i e s  f i l l e d  b y  K o d i a k  

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

t e r m  b e n e f i t  in p r o g r a m  p l a n n i n g / d e s i g n  a n d  a l l o c a t i o n  
o f  g r a n t  f u n d s  f o r  K o d i a k  c o m m u n i t i e s .

I f  y o u  h a v e  a n y  q u e s t i o n s  o n  t h e s e  r e c o m m e n d a t i o n s  o n  t h e

a t t a c h e d  r e p o r t s  p l e a s e  f e e l  f r e e  to c o n t a c t  m e.

A t t a c h m e n t s

c c:  K a r e n  P e r d u e
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DATE: 

FILE NO: 

TELEPHONE NO: 

SUBJECT:

January 18, 1984

Kodiak Near Term 
Asst . Project

I .  The f o l l ow in g  State JTPA programs may be a v a i l a b l e  fo r  use i n  the Kodiak 
area .

1. The Older Workers program fo r  economica l ly disadvantaged res idents who 
are a t  l e a s t  55 years o ld .

An RFP has been issued and awarded. The one respondent from Kodiak,
KANA, d id  not rece ive a contract .  However, another RFP for approx i­
mate ly $26,600 w i l l  be issued in  Ap r i l  and any p r i v a t e - fo r- p r o f i t ,  
- 'on-prof i t ,  or state agency may respond.

2. Tne Dis located Workers program is  f r v  Alaskan res idents wiic have e i the r  
been terminated or have received a l a y -o f f  notice due to i n d u s t r i a l  
d ec l in e  and are u n l i k e l y  to return to that in dus t r y .

The RFP was issued 1/18/84, i s  due in  2/17/84, and the contracts w i l l
be awarded 2/24/84.

Approximate ly  $336,900 is  a v a i l a b l e ,  which inc ludes $67,394 o f  State 
money. The respondents must provide an ad d i t io n a l  25'S in  matching funds. 
Any p r i v a t e - fo r- p r o f i t  or non-prof i t  agency may app ly .

3 .  The f o l l o w in g  recommendations fo r  the Vocationa l Education monies have 
been made:

a) $16,000 to S .E .R .R .C .  fo r  Skagway Host program.

b) $65,085 to Employment Security  fo r  counse l ing s t a f f  to work in
E .S .  o f f i c e s  and community co l leges .

c) $60,000 in  Pre-Apprenticeship T ra in in g  in  B u i l d in g  Maintenance.

The Kodiak area may be ab le  to obta in  some of the funds a v a i l a b l e  under 
sections b & c o f  th is  program.

I I .  Kodiak 's need appears to be a d i v e r s i f i c a t i o n  o f  economy from a f i s h i n g  base 
The p ro jec t ions  fo r  the f i s h i n g  industry  are dismal at  best fo r  the Kodiak 
area . The completion o f  the Terror Lake Hydro p ro jec t  should provide some 
incent ive  f o r  a l t e rna te  industry  to re loca te ,  thus p rov id in g  a stab le  year- 
round economy, but the nature and extent o f that  industry  are unknown at 
th is  t ime . The harbor completion would ass is t  i n  the f i s h i r 3 industry 
expans ion,  but a t  th is  po in t  the current f i s h e r i e s  would 'ece ive  l i t t l e  
bene f i t .

0?CO1A^*v 10/79)



Mark Mickelson 
January 19, 1984 
Page Two

I I I .
I t  i s  poss ib le  that the T i t l e  I I I  program under JTPA could be used to a ss is t
the Dis located Worker in  Kodiak, provided a proposal i s  received from a
vendor to serve that popu la t ion .  The matching requirement o f  the program
could be met through the State funded sha~e o f  the unemployment benef i ts  the 
pa r t ic ip an ts  are r e c e iv in g .



'MEMORANDUM
T0M a r k  M i  eke Ison

Gr a n t s  A d m i n i s t r a t o r  
C e n t r a l  O f f i c e

FR0M: M i c h e l l e  C h u r c h f \
F i e l d  R e p r e s e n t a t i v e  II 
R e g i o n  V

State of Alaska
DATE: 

FILE NO. 

TELEPHONE NO: 

SUBJECT:

J a n u a r y  17,
4JAN 1 0 1904

C e p t .  o l  C o m m u n it y  5, R e g iona l  A l l  
D iv is ion  o l  C o m m u n it y  D eve lopm e

K o d i a k  P r o j e c t  N e a r  T e r m  
A s s i s t a n c e

P r o g r a m s  a v a i l a b l e ,  D o l l a r  amo u n t s ,  P l a n n e d  A c t i v i t i e s  in Kodiak.

J T P A  O J T  $ 8 6 , 4 0 0  (total R e g i o n  V  A d u l t  a n d  Youth)

J T P A  1 S T  $ 4 3 , 0 0 0  (total R e g i o n  V)

J T P A  Y o u t h  P r o g r a m s  $ 1 0 0 , 0 0 0  (total R e g i o n  V)

SETP P r o g r a m s  $ u n k n o w n  (Upgrade, I n - S c h o o l  C o u n s e l i n g ,
I n t e r n s h i p  a n d  VEP)

D i s p l a c e d  H o m e m a k e r s $  u n k n o w n  

L e g i s l a t i v e  G r a n t s  $ u n k n o w n

T h e s e  f unds are c o n t r o l l e d  b y  the l e g i s l a t u r e .

We are c u r r e n t l y  in c o n t a c t  w i t h  s e v e r a l  e m p l o y e r s  in the K o d i a k  a r e a  
in p u r s u i t  of  O J T  c o n t r a c t s .  T h e  R F P 's a r e ' s t i l l  out f o r  I n s t i t u t i o n a  
Skills T r a i n i n g  a n d  the Y o u t h  P r o g r a m s ;  t h e r e f o r e ,  n o  p r o j e c t i o n s  can 
be m a d e  cn the n u m b e r  o f  v e n d o r s  to b e  s e r v e d  or the d o l l a r  a m o u n t s  
i nvolved. As s t a t e d  above, the SETP, D i s p l a c e d  H o m e m a k e r ,  a n d  the 
n a m e  r e c i p i e n t  l e g i s l a t i v e  g r a n t s  are c o n t r o l l e d  s o l e l y  b y  the 
l e g i s l a t u r e  and p r o j e c t i o n s  on the n u m b e r s  a n d  d o l l a r  a m o u n t s  a v a i l­
able can n o t  be made.

O J T  C o n t r a c t s  p r o j e c t  as follows:

* N o r t h  S t a r  S e a f o o d s

C i t y  o f  P o r t  L i o n s  

C i t y  of O u z i n k i e  

C i t y  o f  L a r s o n  Bay

70 p o s i t i o n

1 p o s i t i o n  

1 p o s i t i o n  

1 p o s i t i o n  

T o t a l

$ 5 , 000 
$ 10,000

$ 2 , 5 0 0  

$ 2 , 5 0 0  

$ 2 , 5 0 0  

$ 1 7 , 5 0 0

02 001 A iR .y 10/701



M a r k  M i e k e I s o n  
J a n u a r y  17, 1984 
P a g e  2

* This is a p o s s i b i l i t y  for a P e r f o r m a n c e  B a s e d  c o n t r a c t  h o w e v e r  
n e g o t i a t i o n s  w i l l  n o t  take p l a c e  u n t i l  J a n u a r y  18 o r  19, 1984. If 
the c o n t r a c t  is w r i t t e n  on  p e r f o r m a n c e  b a s i s  the a m o u n t  m a y  b e  h i g h e r

I w i l l  b e  t r a v e l i n g  to K o d i a k  on J a n u a r y  18 t h r o u g h  2 0 t h  to n e g o t i a t e  
the N o r t h  S t a r  S e a f o o d s  c o n t r a c t  a n d  b e g i n  the n e c e s s a r y  a p p l i c a n t  
pool. I p l a n  to m e e t  w i t h  o t h e r  c a n n e r y  r e p r e s e n t a t i v e s  a n d  interesti 
e m p l o y e r s  to d i s c u s s  the p r o g r a m s  a v a i l a b l e .  I also p l a n  to m e e t  witl 
T o m  P e t e r s o n  f r o m  K o d i a k  A r e a  N a t i v e  A s s o c i a t i o n  to d i s c u s s  a possible 
c o o p e r a t i v e  agreement.

C u r r e n t l y  the e c o n o m i c  p i c t u r e  in K o d i a k  is do w n  due to the p o o r  
fish ta k e  a n d  the c l o s e d o w n  o f  cr a b  f i shing. T h e  O J T  c o n t r a c t  we 
are n e g o t i a t i n g  w i t h  N o r t h  S t a r  is d i r e c t l y  r e l a t e d  to the c h a n g i n g  
f i s h i n g  indus t r y .  T h e  f i s h e r m e n  a n d  c a n n e r i e s  are t u r n i n g  t o w a r d s  
b o t t o m  fishing. However they are b o t h  u n p r e p a r e d  a n d  u n t r a i n e d  to 
deal w i t h  this total c h a n g e  in t e c h n i q u e s .  We are h o p e f u l  to a s s i s t  
in this change.

A c t i o n  Plans:

W e  w i l l  k e e p  i n  c o n t a c t  w i t h  t h e  C i t y  o f f i c e s  a n d  c o m m u n i t y  s e r v i c e  

a g e n c i e s .  W e  w i l l  r e m a i n  a v a i l a b l e  to  t h e  p r i v a t e  e m . D l o y e r s  f o r  

i n p u t  a n d  w e  w i l l  w o r k  w i t h  K A M A  t o  p r o v i d e  c o o p e r a t i v e  s e r v i c e s  co 

K o d i a k  r e s i d e n t s .



MEMORANDUM State of Alaska
TO:

FROM:

M a r k  M i c k e l s o n

G r a n t s  A d m i n i s t r a t o r

D i v  o f  C o m m u n i t y  D e v e l o p m e n t

C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S  

d a t e : J a n u a r y  1 6  , 1 9  84 •

FILE NO:

TEl"PHONE NO:

R o b e r t  L. B r e a n  

D e p u t y  D i r e c t o r  
D i v  o f  C o m m u n i t y  D e v e l o p m e n t  

O f f i c e  o f  E n e r g y  P r o g r a m s

SUBJECT: K o d i a k  F u n d i n g

T h e  S t a t e ' s  L o w - I n c o m e  V J e a t h e  i rization P r o g r a m  i s  t h e  o n l y  

p r o g r a m  w i t h i n  t h e  O f f i c e  c f  E n e r g y  P r o g r a m s  h a v i n g  a  
p o t e n t i a l  f u n d i n g  i m p a c t  o n  K o d i a k .  I u s e  " p o t e n t i a l "  

b e c a u s e  w e  d o  n o t  c u r r e n t l y  h a v e  a n y  c o n t r a c t s  i n  t h a t  a r e a ,  

b u t  h a v e  j u s t  r e c e i v e d  t w o  p r o p o s a l s  ( o n e  f r o m  K A N A  f o r  

$ 1 8 2 , 2 9 6  t o  w e a t h e r i z e  h o m e s  i n  A k h i a k  a n d  K a r l u k  a n d  o n e  

f r o m  A C D C  f o r  a b o u t  $ 1 . 5  m i l l i o n  t o  w e a t h e r i z e  h o m e s  i n  t h e  
c i t y  o f  K o d i a k . )

T h e s e  p r o p o s a l s  m u s t  g o  t h r o u g h  a n  e v a l u a t i o n  a n d  m a y  o r  m a y  

n o t  b e  f u n d e d  o r  m a y  b e  f u n d e d  a t  a  l e s s e r  a m o u n t  t h a n  t h a t  
r e q u e s t e d .

W e  b e l i e v e  t h a t  w e a t h e r i z a t i o n  i s  p r o b a b l y  o f  g r e a t e s t  

b e n e f i t  o f  a n y  e n e r g y  c o n s e r v a t i o n  p r o g r a m  s i n c e  i t  i m p r o v e s  
t h e  h o u s i n g  s t o c k  w h i l e  s i m u l t a n e o u s l y  l o w e r i n g  f u e l  c o s t s  

a n d  a l s o  p r o v i d e s  s o m a  t e m p o r a r y  e m p l o y m e n t  foi l o c a l  

i n d i v i d u a l s .

B y  e x p e d i t i n g  t h e  w e a t h e r i z a t i o n  c o n t r a c t s  o n c e  t h e y ' r e  

a w a r d e d ,  K o d i a k  w i l l  h a v e  t h e i r  p r o g r a m  a v a i l a b l e  a s  s o o n  a s  
p o s s i b l e .

c c .  K a r e n  P e r d u e

0 2  O O l A i R e *  1 0 ( 7 9 )



'MEMORANDUM State of Alaska
TO: Mark M i c k e l s o n

G r a n t s  A d m i n i s t r a t o r

Commun ity  & R e g i o n a l  A f f a i r s  

DATE: J a n u a r y  1 6 ,  1984

D i v i s i o n  o f  Commun ity  D eve lo pm en t  fileno: 6 . 1 . 8

TELEPHONE NO: 465-4890

FROM:
s u b j e c t : P ro g r am  Funds

Re:  K . r d ia k  I s l a n d

P u r s u a n t  to y o u r  r e q u e s t  f o r  p o t e n t i a l  a n d / o r  a c t u a l  
f u n d i n g  a / a i l a b l e  to K o d i a k  I s l a n d ,  I  have  i d e n t i f i e d  the  
f o l l o w i n g  s o u r c e  o f  f u n d s :

1 .  (A )  Community  D eve lo pm en t  B l o c k  G r a n t  P r o o r a m :

These f e d e r a l  D epa r tm en t  o f  H o u s i n g  and Urban 
Deve lo pm en t  f u n d s  a re  p a s s e d  t h r o u g h  to  s t a t e s  i n  
t h e  fo rm  o f  a b l o c k  g r a n t .  The s t a t e  d i s s e m i n a t e s  
CDBG f u n d s  to  i n c o r p o r a t e d  c o m m u n i t i e s  on a 
c o m p e t i t i v e  b a s i s  f o r  c om m un i t y  d e v e lo p m e n t  and 
p l a n n i n g  p r o j e c t s .

(B )  F u n d i n g  A v a i l a b l e : $ 1 , 5 0 0 , 0 0 0

I n  FY84 ,  the  S t a te  w i l l  r e c e i v e  a p p r o x im a t e l y  $ 1 . 5  
m i l l i o n .  C i t i e s  a r e  e l i g i b l e  to  a p p l y  fcv  
comm un i ty  d e v e lo p m e n t  f u n d s  up to $ 1 0 5 , 0 0 0  maximum 
pe r  a p p l i c a n t ,  o r  $ 5 5 , 0 0 0  maximum f o r  p l a n n i n g  
f u n d s .  G r a n t e e s  a re  s e l e c t e d  on th e  b a s i s  o f  a 
c o m p e t i t i v e  r e v i e w  and s c o r i n g  p r o c e s s .

(C )  M a t c h i n g  R e q u i r e m e n t s :

T he re  a r e  no m a t c h i n g  f u n d s  r e q u i r e d  o f  
s u b - g r a n t e e s .  H ow eve r ,  due to  t h e  l i m i t e d  f e d e r a l  
f u n d i n g  a v a i l a b l e  f o r  t h i s  p r o g r a m ,  the  l e v e r a g i n g  
o f  o t h e r  s o u r c e s  o f  f u n d s  i s  e n c o u r a g e d .  An 
a p p l i c a n t  can r e c e i v e  up to  40 p o i n t s  d e p e n d i n g  on 
the  amount o f  o t h e r  f u n d s  l e v e r a g e d .



M a r k  Mickel.son

J a n u a r y  16, 198 4
P a g e  2 •••

' (D )  P r e s e n t  F u n d i n g  f o r  K o d i a k  I s l a n d  C o m m u n i t i e s :

The C i t y  o f  K o d i a k  was d e s i g n a t e d  a t h r e e  y e a r  
c o m p r e h e n s i v e  g r a n t e e  by HUD f o r  t h e  p e r i o d  
FY81-83 .  When the  S t a t e  a c c e p t e d  t h e  CDBG p r o g ram  
i n  FY82 ,  i t  a g r e e d  to  h o n o r  t h i s  t h r e e  y e a r  
c om m itm en t .  As a r e s u l t  t h e  C i t y  o f  K o d i a k  has 
r e c e i v e d  th e  f o l l o w i n g  f u n d s :

FY£1 
FY82
FY83 ___________________
TOTAL $ 1 , 5 0 0 , 0 0 0

$ 5 0 0 , 0 0 0  ( d i r e c t l y  f r om  HUD)
5 0 0 . 0 0 0  ( t h r o u g h  t h e  S t a t e  o f  A l a s k a )
5 0 0 . 0 0 0  ( t h r o u g h  t h e  S t a t e  o f  A l a s k a )

Funds a r e  b e i n g  u t i l i z e d  f o r  s t r e e t  c o n s t r u c t i o n ,  
a m i n i  p a r k ,  and teen  c e n t e r  r e n o v a t i o n .

U t i l i z i n g  FY82/83 com b in e d  c o m p e t i t i v e  f u n d s  the  
C i t y  o f  P o r t  L i o n s  has been  s e l e c t e d  to r e c e i v e  a 
CDBG g r a n t :

FY82/83 :  $ 7 8 , 0 0 0

These f u n d s  w i l l  be used  to  add  an a d d i t i o n  to the  
C i t y  o f f i c e s .  The comm un i t y  w i l l  use  l o c a l  h i r e  
to  h e l p  o f f s e t  h i g h  u n e m p lo y m e n t .

2 .  C r i t i c a l  N eeds :

Most r u r a l  a l a s k a n  c o m m u n i t i e s  need  c a p i t a l  p r o j e c t  
and p l a n n ; ng f u n d s .  F u n d i n g  w h i c h  can  c r e a t e  needed  
f a c i l i t i e s ,  s u p p l y  j o b s ,  and a i d  i n  d e v e l o p i n g  some 
l e v e l  o f  econom ic  d e v e lo p m e n t  a r e  c r i t i c a l .
Emp loymen t  o p p o r t u n i t i e s  a r e  e s s e n t i a l  i n  K o d i a k .

3 .  A c t i o n  P l a n : •

Because  o f  the  c o m p e t i t i v e  n a t u r e  o f  t h e  CDBG p r o g r a m ,  
q u i c k  a ccess  to f u n d i n g  i s  n o t  p o s s i b l e .  H ow ev e r ,  
o t h e r  p o t e n t i a l  r e s o u r c e s  m i g h t  be th e  f e d e r a l  
Econom ic  Deve lo pm en t  A d m i n i s t r a t i o n  (EDA) w i t h  an 
o u t r e a c h  o f f i c e  l o c a t e d  i n  A n c h o r a g e .  HUD s M ’j i d  a l s o  
be c o n t a c t e d  c o n c e r n i n g  t h e i r  U rb an  D e v e lo p m e n t  A c t i o n  
G r a n t  (UDAG) p r o g r a m  w h ic h  can p r o v i d e  a p e r c e n t a g e  o f  
f u n d i n g  f o r  the  o v e r a l l  c o s t  o f  a p r o j e c t  i n  
d i s t r e s s e d  c o m m u n i t i e s .

c X ? k v £ . Cycfe- '

0 .Aiflllacf I
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MEMORANDUM State of Alaska

RMark M i c k e l s o n J a n u a r y  1 6 ,  1934

JAM 1 0 1934 FILE NO:

Dept, of C om m unity & R fg io fihH A ffsm o :
D iv ision  o l C om m un ity D eve lopm en t

FROM: /  . SUBJECT: .
L a r e  1 ^ )  K o d i a k  I s l a n d :
C h i l d  Ca re  C o o r d i n a t o r  C h i l d  Ca re  P ro g r am s

C h i l d  C a re  P rog rams  A v a i l a b l e

The C h i l d  Care  p r o g r a m s  a d m i n i s t e r e d  by th e  D e p a r tm en t  and 
o p e r a t i n g  on K o d i a k  I s l a n d  a r e :

P ro g r am  T o t a l  ' 8 4 Budge t  K o d i a k  I s l a n d  '8

$ $

1 .  a .  Day Ca re  A s s i s t a n c e  5 , 6 9 3 , 3 9 3  1 5 0 , 1 2 1
b .  L o c a l  A d m i n i s t r a t i o n

f o r  Day Care  A s s i s t a n c e  5 6 9 , 7 3 9  1 5 ,0 1 2

2 .  C h i l d  Care G ra n t  * 1 , 1 1 7 , 9 6 3  3 4 , 4 7 9

( E s t im a t e

3 .  E d u c a t i o n  & T r a i n i n g  8 4 , 5 0 0  2 , 4 3 0

4 .  D e v e l o p m e n t a l l y  D i s a b l e d  1 9 4 , 4 0 0  Not  o p e r a t i

5 .  Head S t a r t  2 , 7 6 8 , 0 0 0  (B

(A ) R e a l l o c a t i o n  o f  Day Ca re  f u n d s  t a k e s  p l a c e  by t h e  end  o f  
J a n u a r y .  K o d i a k  i s  r e q u e s t i n g  $ 3 0 , 0 0 0  more  to  a l l e v i a t e  
W a i t i n g  L i s t s  c au sed  by l a c k  o f  p r o g r a m  d o l l a r s  f o r  
e l i g i b l e  f a m i l i e s .

(B) Ru rAL  CAP a d m i n i s t e r s  t h e  Head S t a r t  p r o g r a m  i n  K o d i a k  and  
i s  o ne  o f  a p p r o x im a t e l y  30 s i t e s .  The b u d g e t e d  d o l l a r  
f i g u r e s  f o r  Head S t a r t  i n  K o d i a k  f o r  FY ' 8 3  was $ 4 5 , 0 0 0  
( f e d e r a l  and  S t a t e  d o l l a r s }

I I .  What a r e  most c r i t i c a l  needs?

From t h e  c h i l d  c a r e  p e r s p e c t i v e ,  t h e  most  c r i t i c a l  needs  a r e  ( 1 )  
more l i c e n s e d  c h i l d  c a r e  f a c i l i t i e s ,  ( 2 )  more p r o g r a m  d o l l a r s  to  
a l l o w  e l i g i b l e  f a m i l i e s  a c c e s s  to  c n i l d  c a r e  s e r v i c e s  (3 )  
a d d i t i o n a l  t r a i n i n g  o f  s t a f f  and p a r e n t s  i n  e a r l y  c h i l d h o o d  
i s s u e s  ( 4 )  a d d i t i o n a l  t r a i n i n g  f o r  e a r l y  c h i l d h o o d  
a d m i n i s t r a t o r s .

Because  o f  the  " r e c e s s i o n "  i n  K o d i a k ,  more and  more m o t h e r s  a r e  
e n t e r i n g  t h e  a c t i v e  l a b o r  f o r c e .  T h i s  w i l l  f u r t h e r  i n c r e a s e  t h e  
demand f o r  c h i l d  care.- as w e l l  as p l a c e  an e ven  g r e a t e r  demand 
on l i m i t e d  S t a t e  Day Care  d o l l a r s  f o r  t h i s  c o m m u n i t y .

0? OOlAiRev 101791
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F r o m  a b r o a d e r  p e r s e p c t i v e ,  d i v e r s i f i c a t i o n  o f  e m p l o y m e n t  is 

e s s e n t i a l  if K o n ' ^ k  i s  t o  m o v e  f r o m  t h e  r o l l e r c o a s t e r  s y n d r o m e  

o f  a o n e  i n d u s t r y  c o m m u n i t y .  T h i s  w i l l  i n c l u d e  n o t  o n l y  

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

t r a i n e d  a n d  d i v e r s i f i e d  l a b o r  f o r c e .

I I I .  E x p a n s i o n  and  I n f u s i o n  D o l l a r s :

Day C a r e : Day Ca re  A s s i s t a n c e  d o l l a r s  a r e  a l l o c a t e d  by  t h e
number o f  l i c e n s e d  c h i l d  c a r e  s p a c e s  i n  a g i v e n  c o m m u n i t y .  I n  
t h e  p a s t  two y e a r s  (1981  t o  1983 )  t h e  number o f  l i c e n s e d  c h i l d  
c a r e  s p a c e s  has  i n c r e a s e d  by 5 0 .  H o w e ve r ,  e ven  w i t h  t h i s  
i n c r e a s e ,  each  y e a r  K o d i a k  r e q u e s t s  a d d i t i o n a l  p r o g r a m  d o l l a r s  
to  a l l o w  e l i g i b l e  p a r e n t s  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  T h i s  
has  a d i r e c t  im p a c t  on em p lo ym en t  and  t r a i n i n g .

T h e re  i s  a l s o  a need f o r  a d d i t i o n a l  c h i l d  c a r e  s p a c e s .  W h i l e  
t h e r e  a r e  s i x  l i c e n s e d  c h i l d  c a r e  c e n t e r s ,  t h e  number o f  
l i c e n s e d  homes has  d r o p p e d  f r om  17 to  9 f a m i l y  d a y  c a r e  homes i n  
t h e  p a s t  y e a r .  T h i s  i s s u e  has been  d i s c u s s e d  w i t h  th e  
D e p a r tm e n t  o f  H e a l t h  & S o c i a l  S e r v i c e s .

T h u s ,  i f  more homes a r e  l i c e n s e d ,  t h e r e  w i l l  be b o t h  a l a r g e r  
number o f  c h i l d  c a r e  s p a c e s  as w e l l  a s  a l t e r n a t i v e s  w he re  
p a r e n t s  can  have  t h e i r  c h i l d r e n  i n  c a r e .

C h i l d  Care  G r a n t : The C h i l d  C a re  G r a n t  has  a l l o w e d  K o d i a k  c h i l d
c a r e  f a c i l i t i e s  t o  augment  b u d g e t s  i n  s a l a r i e s ,  f o o d  and  age  
a p p r o p r i a t e  e q u ip m e n t  e x p e n d i t u r e s .  The C h i l d  Care  G r a n t  
P ro g r a m  has a s s i s t e d  c h i l d  «.a:e p r o v i d e r s  i n  n o t  d r a s t i c a l l y  
r a i s i n g  r a t e s .

E d u c a t i o n  & T r a i n i n g :  K o d i a k ' s  S m a l l  W o r l d  C h i l d  Care  C en te r
was a w a rd e d  two E d u c a t i o n  & T r a i n i n g  g r a n t s  i n  FY ' 8 4 .  One 
g r a n t  w i l l  p r o v i d e  a s e r i e s  o f  a u d i o  t a p e s  on i n f a n t  d e v e l o p m e n t  
f o r  t h e  K o d i a k  a r e a ,  a s  w e l l  as A n c h o r a g e ,  J u n e a u ,  B e t h e l ,  
F a i r b a n k s ,  K o t z e b u e  and  Home. Tne o t h e r  g r a n t  p r o v i d e s  f u n d i n g  
f o r  t h r e e  S m a l l  W o r l d  s t a f f  members t o  p a r t i c i p a t e  i n  t h e  AAEYC 
a n n u a l  c o n f e r e n c e  i n  A p r i l  o f  ' 3 4 .

K o d i a k ,  as w i t h  o t h e r  r u r a l  a r e a s  i n  A l a s k a ,  i s  r a t h e r  
i s o l a t e d .  The E d u c a t i o n  & T r a i n i n g  g r a n t s  p r o v i d e  K o d i a k  c h i l d  
c a r e  s t a f f  an o p p o r t u n i t y  t o  wo r k  w i t h  o t h e r  c h i l d  c a r e  
p r o f e s s i o n a l s  w i t h i n  t h e  S t a t e .
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FILE NO:

TELEPHONE NO.

FROM: M i c h a e l  C ukhV ng ,  R e s e a r c h  A n a l y s t  s u b j e c t : K o d i a k  I s l a n d
M u n i c i p a l  ^ R e g i o n a l  A s s i s t a n c e  D i v .  A s s i s t a n c e

MRAD com m un i t y  a s s i s t a n c e  p r o g r a m s  w e re  r e v i e w e d  w i t h  r e g a r d  t o  
t h e i r  a p p l i c a t i o n  to  t h e  . im m ed ia te  n eed s  o f  th e  e c o n o m i c a l l y  
d e p r e s s e d  c o m m u n i t i e s  o f  K o d i a k  I s l a n d .  More  s p e c i f i c a l l y ,  t h e  
f o c u s  was on em p lo ym en t  g e n e r a t i o n  i n  t h e  n e x t  30 to  180 d a y s .  
A p p e n d i x  A p r e s e n t s  an o v e r v i e w  o f  t h e  r a n g e  o f  p r o g r a m  o p t i o n s  
a v a i l a b l e  w i t h i n  t h e  D i v i s i o n .  A number o f  t h e s e  a s s i s t a n c e  
o p t i o n s  a r e  n o t  im m e d i a t e l y  a p p l i c a b l e  t o  t h e  s i t u a t i o n  a t  
h a n d ,  e i t h e r  b ec au se  o f  l a c k  o f  e x i s t i n g  f u n d i n g  o r  b e cause  t h e  
p r o g r a m  i s  i n h e r e n t l y  d i r e c t e d  a t  l o n g e r  r a n g e  s o l u t i o n s .  
B u d g e te d  FY 84 p r o g r a m  f u n d s  a r e  a l j e a d y  e xp e n de d  o r  
c o m m i t t e d .  FY 85 p r o g r a m  f u n d i n g  w i l l  n o t  be a v a i l a b l e  u n t i l  
J u l y  o r  l a t e r .  T h i s  e s s e n t i a l l y  n a r r o w s  t h e  r a n g e  o f  p o s s i b l e  
o p t i o n s  to  t h o s e  w h : c h  c o u l d  be f u n d e d  by  a s u p p l e m e n t a l  
a p p r o p r i a t i o n  to  th e  FY 84 b u d g e t .

F o l l o w i n g  i s  a p r e s e n t a t i o n  o f  s e l e c t e d  o p t i o n s  w h ic h  c o u l d  
p r o v i d e  some fo rm  o f  s h o r t - t e r m  e c o n om ic  r e l i e f :

1 .  P l a n n i n g .  G r a n t s / T e c h n i c a l .  A s s i s t >  nee

G i v e n  a s u p p l e m e n t a l  a p p r o p r i a t i o n ,  f u n d s  c o u l d  b e g i n  t o  e n t e r  
t h e  c o m m u n i t i e s  as  e a r l y  as  M a r c h .  The m os t  im m e d i a t e  f o rm  o f  
em p lo ym en t  o p p o r t u n i t y  w o u l d  be p r o v i d e d  by a l o c a l - h i r e  s u r v e y  
p r o g r a m .  I n  t h i s  p r o g r a m  two o r  more  i n d i v i d u a l s  w o u l d  be 
e m p lo y e d  i n  each  c o m m un i t y  f o r  s e v e r a l  m on ths  to  a s s i s t  i n  th e  
p e r f o r m a n c e  o f  an u p d a t e d  a t t i t u d e  a n d / o r  e c o n om ic  a s s e s sm en t  
s u r v e y  o f  t h e i r  c o m m u n i t y .  The s u r v e y  w o u l d  be d e s i g n e d  to  
p r o v i d e  b a s e l i n e  i n f o r m a t i o n  i n  s u p p o r t  o f  d e v e l o p i n g  l o n g e r  
r a n g e  s o l u t i o n s  f o r  th e  c o m m u n i t i e s .  L o c a l  p e o p l e  c o u l d  be 
b r o u g h t  t o  K o d i a k / A n c h o r a g e  f o r  i n i t i a l  t r a i n i n g  w o r k s h o p s ,  t o  
a s s i s t  i n  d e v e l o p i n g  t h e  s u r v e y  i n s t r u m e n t ,  and l a t e r ,  to  
a s s i s t  i n  t h e  a s s e s sm e n t  o f  s u r v e y  r e s u l t s .  These  e f f o r t s  
w o u l d  be c o o r d i n a t e d  t h r o u g h  the  K o d i a k  I s l a n d  Borough/KANA .

T i m e f r a m e :

J a n / F e b :  MRAD S t a f f  A s s i g n m e n t ;  d r a f t  p r o g r a m  
r e q u i r e m e n t s  ( b u d g e t )  i n  p r e p a r a t i o n  f o r  s u p p l e m e n t a l  
a p p r o p r i a t i o n  request .-
F e b / M a r c h :  d r a f t  p r e l i m i n a r y  s u r v e y ;  c o o r d i n a t e  w i t h  
K o d i a k  I s l a n d  B o r o u g h ;  s e l e c t  and  h i r e  l o c a l  i n d i v i d u a l s .  
M a r c h - J u n e :  h o l d  t r a i n i r .3 s e s s i o n s ,  p e r f o r m  and a s s e s s  
s u r v e y .



J e f f  S m i t h ,  D e pu ty  C o m m is s io n e r  
J a n u a r y  2 0 ,  1984 
Page Two

2 .  R u r a l .  D e ye lo pm en . t /B u lk .  . f u e l . , s t o r a g e .  G r a n t s

P r e s e n t  p r o g r a m  g u i d e l i n e s  l i m i t  g r a n t s  to  $ 1 0 0 , 0 0 0  p e r  
c om m u n i t y  p e r  f i s c a l  y e a r .  The s i x  o u t l y i n g  K o d i a k  I s l a n d  
c o m m u n i t i e s  w o u l d  r e q u i r e  a d e s i g n a t e d  s u p p l e m e n t a l  
a p p r o p r i a t i o n  t o t a l i n g  $ 6 0 0 , 0 0 0 .  The c o m m u n i t y  o f  O ld  H a r b o r  
h a s  an  FY 85 r e q u e s t  i n  f o r  $ 2 7 , 0 0 0  and  L a r s e n  Bay i s  
f o r m u l a t i n g  a r e q u e s t  f o r  h a r b o r  d e v e l o p m e n t .  O th e r  p r o j e c t  
p o s s i b i l i t i e s  m e n t i o n e d  by  c o m m u n i t i e s  w h i c h  c o u l d  g e n e r a t e  
some s h o r t  te rm  l o c a l  em p lo ym en t  a r e :

A k h i o k :  e q u i p m e n t  s t o r a g e  b u i l d i n g s  
r o a d  to  new b u l k  f u e l  s i t e
p h a s e  I I  b u l k  f u e l  s t o r a g e  f a c i l i t y  ( $ 6 5 , 0 0 0 )  

K a r l u k :  e q u i p m e n t  ( p r o p o s e d  f i r e  t r u c k ,  e x i s t i n g  f u e l  
t r u c k ) s t o r a g e  b u i l d i n g s  

L a r s e n  B a y :  c om m u n i t y  c e n t e r
t i e - d o w n  s p ace s  a t  a i r s t r i p  

O ld  H a r b o r :  c o m m un i t y  b u i l d i n g  
O u z i n k i e :  w a t e r  & sewe r  r e p a i r
P o r t  L y o n s :  u p g r a d e  com m un i t y  b u i l d i n g  and  L i b r a r y

s i t e  p r e p a r a t i o n  f o r  c a n n e r y  o r  c o l d  s t o r a g e

3 .  C o a s t a l  E n e r g y .  Im p a c t .  P rogram .  (C E IP ) .  l o a n  p r o g r a m

W h i l e  a l l  g r a n t  m o n i e s  f r om  th e  CE IP  p r o g r a m  have  been 
d i s b u r s e d ,  l o a n  mo n i e s  a r e  a v a i l a b l e  ( $ 2 0 , 0 0 0 , 0 0 0 ) .  The 
p r e s e n t  te rm s  a r e  u n a p p r o a c h a b l e  by  s m a l l e r  c o m m u n i t i e s  (10% 
i n t e r e s t ) , e s p e c i a l l y  when p o t e n t i a l  d e f a u l t  i s  a l r e a d y  a m a j o r  
p r o b l e m  i n  t h e  c o m m u n i t y .  One p o s s i b l e  a p p r o a c h  t h a t  the  S t a t e  
c o u l d  c o n s i d e r  w o u l d  be t h e  c r e a t i o n  o f  a l o a n  s u b s i d y  p r o g r a m  
w he re b y  t h e  S t a t e  w o u l d  p a y  a l l  o r  p a r t  o f  t h e  i n t e r e s t  on a 
f e d e r a l  CE IP  l o a n  ho c o m m u n i t i e s .  A f u r t h e r  d e p t h  o f  s u b s i d y  
w o u l d  i n c l u d e  t h e  S t a t e ' s  p a y i n g  t h e  c o s t s  o f  d e f e r r i n g  the  
l o a n  r e p a y m e n t  f o r - a  p e r i o d  o f  t im e  u n t i l  t h e  im m e d i a t e  
e c o nom ic  p r o b l e m s  a r e  p a s t .  T h i s  l o a n  s u b s i d y  c o n c e p t  s h o u l d  
be p u r s u e d  by th e  D e p a r tm e n t  o f  Revenue  a n d ,  more  s p e c i f i c a l l y ,  
by  t h e  M u n i c i p a l  Bond t a n k  w h ic h  p r e s e n t l y  m a i n t a i n s  th e  CE IP  
l o a n  a c c o u n t .  D e p e n d i n g  upon  th e  m e c h a n i c s  o f  i n s t a l l i n g  such  
a p r o g r a m ,  f u r d s  c o ’ i d  be a v a i l a b l e  :. . i  t h e  c o m m u n i t i e s  by 
l a t e - s u m m e r  (84)

c c :  M a r t y  R u t h e r f o r d ,  D i r e c t o r
M u n i c i p a l  & R e g i o n a l  A s s i s t a n c e  D i v .



A p p e n d i x  A 

K O D I A K  A S S I S T A N C E  P R O J E C T  

O U T L I N E  O F  P O T E N T I A L  M R A D  A S S I S T A N C E  O P T I O N S

I. E X I S T I N G  P R O G R A M S /  E x i s t i n g .  .(Fy. 84). f u n d i n g

A.  S u m m a r y :  P r i m a c i . l y  b e c a u s e  s u c h  f u n d i n g  i s  e x p e n d e d  o r  

c o m m i t t e d ,  e x i s t i n g  M R A D  p r o g r a m s  a n d  F Y  84  f u n d i n g  

p r o v i d e  no..means, of. i m m e d i a t e  e m p l o y m e n t  g e n e r a t i o n  o n  
K o d i a k  I s l a n d .

B.  R D A  G r a n t s / B u l k  F u e l  S t o r a g e :  F Y  84 f u n d s  h a v e  b e e n  

a l m o s t  e n t i r e l y  d i s b u r s e d .  T h e r e  a  s m a l l  R D A  r e s e r v e  

w h i c h  is  c o m m i t t e d  to a n  a p p e a l s  p r o c e s s .

C. G e n e r a l  P l a n n i n g  G r a n t  M o n e y /  T e c h n i c a l  A s s i s t a n c e :  O f  

t h e  o r i g i n a l  $ 1 8 0 , 0 0 0  f o r  F Y  8 4 ,  a p p r o x i m a t e l y  $ 3 3 , 0 0 0  

r e m a i n .  T h e s e  r e m a i n i n g  f u n d s  a r e  t o  b e  d i s t r i b u t e d  to  

e x i s t i n g  p r o p o s a l s ,  n o n e  o f  w h i c h  c o m e  f r o m  K o d i a k  

I s l a n d .  T h e r e  w e r e  o v e r  a m i l l i o n  d o l l a r s  i n  request-- 

f o r  t h e s e  f u n d s ,  a g a i n ,  n o n e  o f  w h i c h  c a m e  f r o m  K o d i a x  
I s l a n d  c o m m u n i t i e s .

D. C E I P  f u n d s :  A l l  g r a n t  m o n i e s  f r o m  t h i s  h a v e  b e e n
i . ,m -  -  ■

d i s b u r s e d .  K o d i a k  C i t y  r e c e i v e d  $ 1 4 0 , 0 0 0  i n  a g r a n t ;  

t h e  B o r o u g h  r e c e i v e d  $ 3 0 7 , 0 0 0  i n  6 g r a n t s  ( 1 9 7 8 - 1 9 8 3 ) .  

W h i l e  l o a n  m o n i e s  a r e  a v a i l a b l e  ( $ 2 0 , 0 0 0 , 0 0 0 ) ,  t h e  

p r e s e n t  t e r m s  a r e  u n a p p r o a c h a b l e  b y  s m a l l e r  c o m m u n i t i e s  

( 1 0 %  i n t e r e s t ) , e s p e c i a l l y  w h e n  p o t e n t i a l  d e f a u l t  i s  

a l r e a d y  a m a j o r  p r o b l e m  i n  t h e  c o m m u n i t y .  O n e  p o s s i b l e  

a p p r o a c h  t h a t  t h e  S t a t e  c o u l d  c o n s i d e r  w o u l d  b e  t h e  

c r e a t i o n  o f  a l o a n  s u b s i d y  p r o g r a m  w h e r e b y  t h e  S t a t e  
w o u l d  p a y  a l l  o r  p a r t  o f  t h e  i n t e r e s t  o n  a f e d e r a l  C E I P  

l o a n  t o  c o m m u n i t i e s .  P f u r t h e r  d e p t h  o f  s u b s i d y  w o u l d  

i n c l u d e  t h e  S t a t e ' s  p a y i n g  t h e  c o s t s  o f  d e f e r r i n g  t h e  

l o a n  r e p a y m e n t  f o r  a pe.'iod o f  t i m e  u n t i l  t h e  i m m e d i a t e  

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

s h o u l d  b e  p u r s u e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  a n d ,  m o r e  

s p e c i f i c a l l y ,  b y  t h e  M u n i c i p a l  B o n d  B a n k  w h i c h  p r e s e n t l y  

m a i n t a i n s  t h e  C E I P  l o a n  a c c o u n t .  D e p e n d i n g  u p o n  t h e  

m e c h a n i c s  o f  i n s t a l l i n g  s u c h  a p r o g r a m ,  f u n d s  c o u l d  b e  

a v a i l a b l e  in t h e  c o m m u n i t i e s  b y  l a t e - s u m m e r  (84)

I I.  E X I S T I N G  P R O G R A M S /  S u p p l e m e n t a l  F Y  8 4  F u  .ding

A. S u m m a r y :  W i t h  r e g a r d  to s u p p l e m e n t a l  f u n d i n g  p r o v i d i n g  
s p e c i f i c  a s s i s t a n c e  to K o d i a k  I s l a n d ,  a m a j o r  

c o n s i d e r a t i o n  is t h a t  e x i s t i n g  M R A D  p r o g r a m s  f u n c t i o n  o n  

a s t a t e w i d e  b a s i s  i n c o r p o r a t i n g  d i s t r i b u t i o n  e q u i t y

A - 1



g u i d e l i n e s .  T h e r e f o r e ,  i n  t h e  c a s e  o f  s u p p l e m e n t a l  

a p p r o p r i a t i o n s  to e x i s t i n g  p r o g r a m s ,  K o d i a k  I s l a n d  

c o m m u n i t i e s  w o u l d  b e  c o m p e t i n g  w i t h  c o m m u n t i e s  

t h r o u g h o u t  t h e  S t a t e  f o r  s u p p l e m e n t a l  f u n d i n g .  A s  a n  

a l t e r n a t i v e ,  a s u p p l e m e n t a l  a p p r o p r i a t i o n  t o  t h e  

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

Ko di ak .. .Is la nd  a n d  t h e n  d i r e c t s  t h a t  t h e  D e p a r t m e n t ' s  

. R D A / T e c h n i c a l  A s s i s t a n c e  m e c h a n i s m s  b e  e m p l o y e d  in t h e  
d i s t r i b u t i o n / m a n a g e m e n t  o f  t h o s e  f u n d s  t o  t h e  c o m m u n i t y  
l e v e l .

A s s u m i n g  t h a t  s u c h  a  s u p p l e m e n t a l  a p p r o p r i a t i o n  w e r e  

p a s s e d  i n  F e b r u a r y ,  f u n d s  c o u l d  p r o b a b l y  e n t e r  t h e  

c o m m u n i t i e s  b y  M a r c h  o r  A p r i l .  T h i s  w o u l d  r e q u i r e  t h a t  

c o m m u n i t y  p r o p o s a l s  f o r  f u n d i n g  r e q u e s t s  b e  in  t h e  w o r k s  

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

t h e  s u p p l e m e n t a l  a p p r o p r i a t i o n .  A n o t h e r  t i m e  f r a m e  

c o n s i d e r a t i o n  is  t h e  n e c e s s a r y  c o o r d i n a t i o n  o f  e f f o r t s  

t h r o u g h  t h e  K o d i a k  I s l a n d  B o r o u g h ,  w h i c h  h a s  p l a n n i n g  

p o w e r s  i n  t h e  r e g i o n .

B.  R D A :  P r e s e n t  R D A  g u i d e l i n e s  l i m i t  g r a n t s  t o  $ 1 0 0 , 0 0 0  p e r  

c o m m u n i t y  p e r  f i s c a l  y e a r .  A s s u m i n g  t h i s  m a x i m u m  w e r e  

t o  b e  p r o v i d e d  t o  e a c h  o f  t h e  s i x  o u t l y i n g  c o m m u n i t i e s  

o n  K o d i a k  I s l a n d ,  t h i s  w o u l d  r e q u i r e  a s u p p l e m e n t a l  

a p p r o p r i a t i o n  o f  $ 6 0 0 , 0 0 0 .

C. P l a n n i n g  G r a n t s / T e c h n i c a l  A s s i s t a n c e :  G i v e n  a 

s u p p l e m e n t a l  a p p r o p r i a t i o n  i n  l a t e  F e b r u a r y ,  t h e s e  f u n d s  
c o u l d  b e g i n  to e n t e r  t h e  c o m m u n i t y  b y  M a r c h / A p r i l ,  8 4 .  

O n e  e m p l o y m e n t  p o s s i b i l i t y  w o u l d  b e  a l o c a l  a t t i t u d e  a n d  

e c o n o m i c  c o n d i t i o n s  s u r v e y  e f f o r t .  T h i s  c o u l d  i n c l u d e  

w o r k s h o p s ,  t r a i n i n g ,  s u r v e y ,  a n d  a s s e s s m e n t  a c t i v i t i e s  

a t  t h e  l o c a l  l e v e l .  T h i s  w o u l d  r e q u i r e  c o o r d i n a t i o n  
w i t h  t h e  K o d i a k  I s l a n d  B o r o u g h .

I I I .  E X I S T I N G  P R O G R A M S /  F Y  8 5  f u n d i n g

A. S u m m a r y :  T h e  t i m e  f r a m e  o f  F Y  85  p r o g r a m  furui.ng w o u l d  
e s s e n t i a l l y  p r e c l u d e  a n y  i m m e d i a t e  e m p l o y m e n t  

g e n e r a t i o n . .  T h e  f i r s t  e f f e c t  o f  t h e s e  f u n d s ,  if 

p r o p o s a l s  w e r e  s u c c e s s f u l ,  w o u l d  b e g i n  i n  l a t e

s u m m e r ( 8 4) .  T h e r e  a r e  s e v e r a l  w a y s  i n  w h i c h  t h e  

D e p a r t m e n t  m i g h t  b e  a b l e  t o  f a c i l i t a t e  t h e  d i s b u r s e m e n t  

o f  t h e s e  funds-.

B .  R D / . / B u l k  F u e l :  C o m m u n i t y  p r o p o s a l s  a r e  to b e  s u b m i t t e d  

t o  t h e  D e p a r t m e n t  b y  J u n e  1. D e f e n d i n g  o n  t h e  d u r a t i o n  

o f  t h e  l e g i s l a t i v e  s e s s i o n ,  i t  c o u l d  b e  m d - s u m m e r  
b e f o r e  a n  a p p r o p r i a t i o n  l e v e l  is  d e t e r m i n e d .  A  

S t a t e w i d e  c o i n p e t a t i v e  s e l e c t i o n  p r o c e s s  m u s t  t h e n  

d i s b u r s e  t h e  a v a i l a b l e  f u n d i n g  a m o n g s t  s u b m i t t e d

A - 2



p r o p o s a l s .  O n e  p o s s i b l i t y  o f  f a c i l i t a t i n g  t h i s  p r o c e s s  
w o u l d  b e  t o  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  t o  t h e  

c o m m u n i t i e s  d u r i n g  t h e  p r o c e s s  o f  p r o p o s a l  s u b m i s s i o n .  

T h i s  s e r v i c e  is a v a i l a b l e ,  t i m e  a n d  f u n d i n g  p e r m i t t i n g ,  

u p o n  f o r m a l  r e q u e s t  f r o m  t h e  c o m m u n i t y .  A  s e c o n d  

p o s s i b i l i t y  w o u l d  b e  t o  a d v a n c e  t h e  d e a d l i n e  d a t e  f o r  

p r o p o s a l  s u b m i s s i o n  a n d  b e g i n  a p r e l i m i n a r y  s e l e c t i o n  

p r o c e s s  b e f o r e  t h e  f i n a l  p r o g r a m  a p p r o p r i a t i o n  l e v e l  i s  
a c t u a l l y  k n o w n .

G e n e r a l  P l a n n i n g  G r a n t /  T e c h n i c a l  A s s i s t a n c e :  T h e s e  a r e
g e n e r a l  f u n d  m o n i e s  a n d  t h e  a c t u a l  l e v e l  o f  f u n d i n g  i s  

d e t e r m i n e d  c o n t i n g e n t  u p o n  o t h e r  i n t e r n a l  f u n d i n g  

r e q u i r e m e n t s .  G i v e n  t h e  p r e s e n t  b u d g e t i n g  p r o c e s s ,  t h e  

l e v e l  o f  m o n e y  a v a i l a b l e  f o r  s u c h  g r a n t s  a n d  a s s i s t a n c e  

i s  n o t  c l e a r l y  e s t a b l i s h e d  u n t i l  J u l y ,  o r  d i s b u r s e d  

u n t i l  a t  l e a s t  A u g u s t .  T n i s  p r o c e s s  m i g h t  b e  f a s t  

t r a c k e d  t o  d i s b u r s e  f u n d s  a m o n t h  e a r l i e r ,  b u t  p r o b a b l y  

n o  e a r l i e r  t h a n  m i d - J u l y .  T h e  F Y 3 5  a m o u n t  is e s t i m a t e d  

to b e  a b o u t  $ 2 0 0 , 0 0 0 ,  s i m i l a r  t o  t h e  F Y  84 f i g u r e .



KODIAK PROJECT 

Options and Projects for Near-Term Assistance 

Working Group Plan 

Department of Health and Social Services

The Department of Health and Social Services was assigned the task of 

reviewing five specific areas to determine levels of services presently 

being provided, additional services or programs which may be needed and 

special projects which may be undertaken to provide economic relief to the 

Kodiak area. These five areas included:

(A) Inventory of DHSS programmatic activity in the Kodiak Island area

(B) Investigate "matching fund" constraints to community access to

federally funJed grants, projects, etc.

(C) To the degree possible, define present and projected increases in

program use (WIC, Food Stamp, AFDC, Mental Health, Family and

Youth Services, etc.) attrributa'ole to the recent economic

slowdown. Investigate the cost requirements of serving this 

increased need.

(D) Assess levels of most critical, immediate needs (health, social 

• and financial)

(E) Research temporary employment opportunities of DHSS program



Inventory of DHSS Programmatic Activity in the Kodiak Island Area:

(A) Division of Public Assistance

The Division of Public Assistance prov.^es services to Kodiak and the 

surrounding villages through a network of fee agents, two full time 

Eligibility Technicians in Kodiak and field unit staff support from 

Anchorage. The Division offers a variety of cash, food ar.d medical 

assistance programs which include the following:

Aid to Families with Dependent Children (AFDC) A nationwide 

state/federal financial aid program helping needy children who are 

deprived because at least one parent is absent, disabled, or dead. 

Assistance is intended to provide the basic necessities for the 

children, thereby enabling them to remain within the family unit.

Adult Public Assistance (APA) APA Includes Aid to the Blind, Aid to 

the Disabled, and Old Age Assistance. These programs provide cash 

assistance to needy adults who are unable to provide for their own 

basic needs.

Energy Assistance Program fEAP 1 EAP is a 100 percent f e d e r a ^ y  funded 

program to aid 1ow-income households. Cash assistance in thn form of 

payments to home energy supplieers are made on behalf of eligible 

households to offset the impact of rising home energy costs. Renters 

and homeowners are served.



General Relief Assistance (GRA) The GRA program provides assistance 

for obtaining the necessities of life for pecple who temporarily have 

absolutely no other personal, private, or public resources available 

to meet their needs.

Food Stamp Program Food stamps provide assistance to low-income 

households in purchasing food. The objective is to improve nutrition 

of recipients.

Medicaid Medicaid is a joint state/federal program which pays 

providers of medical care for medical services delivered to eligible 

low-income Alaskans. Ear.ly and Periodic Screening, Diagnosis and 

Treament (EPSDT), a component of Medicaid, is a preventive health 

program for children of eligible low-income families.

General Relief Medical (GR Med) This state program pays providers for 

medical care and emergency dental care for low-income persons.

Catastrophic Illness Program This is a state-funded program 

established to financially assist residents of Alaska who have 

suffered a serious illness or injury resulting in unpaid medical 

expenses exceeding $1000.

(B) Office of Alcoholism/Drug Abuse

The Kodiak Council on Alcoholism is presently operating an Intensive 

Intermediate Care, 45 day non-medical treatment program at Hope House, 

utilizing 13 beds in the facility. Non-medical detox for those 

persons wishing to enter the treatment program is accomplished in a
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seperate 1-bed and bath wing of Hope House. Outpatient, afterca**--, 

family counseling, outreach and intervention are provided from a 

seperate clinic. Education and consultation, youth alternative and 

the alcohol safety action program (drunk driving diversion) are also 

provided through a subcontract with the Kodiak Area Native 

Association. Information, education and prevention services are 

provided through Community Health representatives to six villages on 

Kodiak Island.

(C) Division of Family and Youth Services

The Kodiak office provide: services to residents of the island of 

Kodiak plus 15 villages on .'-.hc peninsula. Services provided include 

child abuse investigations, individual and family assessments, adult 

protective services, individual and family counseling, information and 

re fe r ra l, foster care for children and adults, residential care for 

children and adults, and protective services day care. Licensing 

services include homemaker support, residential child care, and day 

care. Our Kodiak staff also provides a good deal of community service 

serving as memebers of committees and boards.

(D) Division of Public Health

The Division of Public Health provide: health services to Kodiak and 

surrounding villages through a staff of three Public Health nurses and 

two support staff. The Kodiak Area Native Association (KANA) receives 

a £120,500 rural itinerant health care grant. The Division offers a 

variety of services which include the following provided by Public 

Health nurses:



Immunizations: Immunizations to infants, preschool, school children

and adults.

T ub er cu lo si s: Give TB tests annually to preschool and school-aged

children. TB testing and surveillance of cases and contacts.

Venereal Disease: Conducts VD clinics, obtains lab tests for

diagnostic purposes and does surveillance and treatment of cases 

including follow-up of contacts.

Early Periodic Screening, Diagnosis and Treatment (EPSDT): Inform and

outreach high risk cedicaid eligible children. Screen children 

according to guidelines. Refer for medical or dental evaluation.

Track referrals to resolution.

Handicaioed C h i l dr en : Case finding through EPSDT and well child

conferences; complete HCP application and coordinates case management 

until condition resolved.

Communicative D is o rd e rs : Cooperate with school personnel to screen

hearing of preschool and school children according to schedule. 

Coordinate patient referrals, treatment, clinics and f o ?low-up.

Infancy and P r es ch ool : Early identification and intervention through

home visits of newborn infants at risk for health or social reasons. 

Well child conferences to screen, refer and facilitate medical care; 

(target pop.0-3 years).



School A g e : Coordinate with school nurses as indicated in TB, vision,

hearing, screening and school entry immunization.

Child Bearing Y e a r s : Provide family planning outreach, education,

counseling and referral services. Identify early pregnancy through 

testing, promote physician evaluation in first trimester and make home 

visits to postpartum referrrals and at risk infants or families.

Middle and Late Y ea r s: Promote adult health services aimed at

reducing risks associated with the following: heart disease, stroke,

cancer, accidents. Provide cancer screening services, pap smears, 

breast exam, stool testing, blood pressure, etc.

Health education is integrated into each individual encounter or 

through the utilization of group classes and sponsoring of local 

community health fairs.

Home Health A i d e s : PHNs set up plan of care and supervise HHA who

provides health related personal care to individuals at their place of 

residence.

The public health nurse that works ' n the villages also teach and wo  'k 

with the community health aides.



HEALTH EDUCATION

Positive health practices are promoted by integrating health teaching 

into each encounter and through group classes, i.e., prenatal, 

childbirth, child rearing, family planning, stress management, etc. 

The focus of health education is personal responsibility for quality 

of life and the relationship between personal choices and health.

(E) Division of Mental Health and Developmental Disabilties

The Division of Mental Health and Developmental Disabilities offers a 

comprehensive services t.o- include outpatient services, school 

counseling services, day care services, 24 hour emergency services, 

child and adolescent services, inpatient services, diagnostic and 

testing services to vocational rehabilitative clients, chemotherapy 

and residential training services.

11 . Investigate "Matching Fund" Contraints to Community Access to 

Federally Funded Grants, Projects, etc.

(A) Division of Public Assistance

In the domain of cash, food and medical assistance DPA is o f f e r’ng 

communities all available state and federal resources for such aid. 

There are no constraints to a particular community's access to DPA 

programs. Communities do not have the option to operate these 

programs in most instances. In the event they could, it would not 

generally profit a community to duplicate an existing and currently 

available DPA service.



The Kodiak Area Native Association will soon be serving the area 

temporarily through the Bureau of Indian Affairs General Assistance 

program. They have limited one-time funding, but there is a 

possibility of additional funds being available this ye ar  if there is 

a caseload increase. Though not a major source of assistance it will 

provide temporary cash assistance to some households.

DHSS has transferred $500,000 from its Low Income Home Energy 

Assistance block grant to the Department of Community and Regional 

Affairs to augment their state and federal funding for low-income 

weatherization. This has helped create more flexibility in the 

program, thus allowing the weatherization program to be offered in the 

Kodiak area for the first time. It will create seme temporary jobs 

and result in considerable energy savings to those households served.

The work should occur this spring and summer.

(B) Office of Alcoholism and Drug Abuse

In F Y '84 the Kodiak Council received a grant award of $265,000 

requiring a local match of $29,400. The State Office has the ability

to waive this match at any time. It should be noted that the program

has ample funds to meet the match requirement this year and during the 

coming fiscal year.

(C) Division of Family and Youth Services 

No impact as no local match required.



(D) Division of Public Health

KANA receives $120,600 which is a rural itinerant health care project 

and community health aide supervision and training. There are no 

matching fund constraints.

(E) Division of Mental Health and Developmental Disabilities

Currently, the Kodiak program is required to match the mental health 

grant by 25". Reducing the match requirement to a provrrLy level 10" 

will have no appreciable effect upon the program since it now far 

exceeds the match requirement meeting nearly 50" of the program costs.

III. To the Decree Possible Define Present and projected increases in 

program use (WIC. Food Stamp, AFDC, Merita! Health, Family and Youth 

Services, etc.) attributable to the recent economic slowdown. Investigate 

the cost requirements of serving this increased need.

(A) Division of Public Assistance

Some DPA programs are more likely to experience caseload increases 

than others. Aid to Families with Dependent Children, Adult P"blic 

Assistance, and Medicaid have had no s gnificant recent increase in 

participation from the Kodiak area, nor is an increase anticipated.



This is due largely to the nature of these programs and their 

qualifying standards. If caseload increases occurred in these 

programs, applicants could be handled. Kodiak does not have a large 

enough population of potential eiigibles to seriously impact program 

budgets.

The Energy Assistance Program, Food Stamps, and General Relief 

Assistance are the programs most likely affected by an economic 

slowdown. EAP has increased response f"om Kodiak this year. Last 

yea r approximately $275,000 in EAP benefits went to eligible 

applicants on the island. The increase in benefits and qualifying 

income guidelines this year, coupled with the poor economic situation 

have resulted in more applicants applying and being found eligible. 

There has also been increasing demand for additional emergency 

benefits to avoid home energy crisis such as utility service 

termination and running out of heating fuel. The FY 84 estimate is 

for expenditures in excess of $300,000. The FY 84 EAP budget can 

accommodate the projected caseload and emergency service increases. 

With its liberal eligibility requirements, EAP is the DPA program most 

accessible and drawn upon by Kodiak households facing economic 

difficulties.

The Food Stamp program has more restrictive eligibility requirements 

including an assets test. The food stamp program caseload in the 

Kodiak area is up only slightly in the last year.



DATE HOUSEHOLDS DATE HOUSEHOLDS

May 1982 253 May 1983 268

Sept 1982 181 Sept 1983 

Nov 1983

201
Nov 1982 216 211

Workers in the Kodiak DPA district office reported an overall increase 

in inquires and applicants, particularly from persons involved in the 

fishing related occupations. They also noticed an increase in first 

time applicants which had not previously applied for public 

assistance. A lengthy economic slump in the area could bring a rise 

in the food stamps caseload. In the event that this were to occur, it 

would not impact the food stamps program budget since it is 100 

percent federally funded and can cover all qualifying applicants.

General Relief Assistance is a program of last resort aiding the 

destitute with basic subsistence needs. The caseload during October 

to December 1982 is identical to the same period in 1983. Its highly 

restrictive qualifying standards and low assistance amount make GRA 

available only to those in desperate need. There were but two such 

cases in Kodiak in December.

It is not anticipated that GRA will be drawn upon heavily in comina 

months. If it were, the FY 1984 GRA budget does appear able to 

accommodate a moderate increase in demand.



DPA programs basically have income and resource tests, and are 

designed to serve low-income households. Most have strict federal 

regulations concerning eligibility and benefit amounts. Many 

households facing temporary economic hardship may not qualify for 

public assistance, however, those falling to the point of eligibility 

have a range of services available to meet their basic needs. DPA is 

meeting the needs o f  those who currently qualify for its programs, and 

is capable of aiding those who may soon need to draw upon its 

services.

(B) Office of Alcoholism/Drug Abuse

The program has seen an increase in outpatient case load which may be 

due to the recent economic slowdown. During the past year, they have 

seen 325 clients compared to 152 the prior year. This is due in part 

to an improved program, but unemployment has been a major factor. 

Budget cuts last y ear necessitated the cessation of client services to 

residents of the outlying villages other than in Kodiak.

(C) Division of Family and Youth Services

The Division of Family and Youth Services is experiencing increases in 

caseloads. Child Protective Service investigations are estimated to 

increase this fiscal y ea r  by 10" and individual and family counseling 

cases will increase by 15;j. Just how much of this projected increase 

may be attributed to the economic down-turn is unknown.



(D) Division of Public Health

In 1983 4,990 individuals were served by the Section of Nursing 

Services. This represents an increase of 770 over the previous year.

At present, the current staff is able to meet the service demands. No 

significant demand for service resulting from the recent economic 

slowdown is anticipted.

(E) Division of Mental Health and Developmental Disabilities

The active number of cases in July 1983, was 370. This increased to 

406 in August, 382 in September when several staff were on vacation, 

400 in October, 435 in November and 415 in December. There has also 

been a noticeable increase in collaborative type cases between mental 

health and vocational rehabilitation since July. Thus, during the 

first half of FY84, the number of active cases served by the Kodiak 

Mental Health Program ranged from 370 in July to 435 in November, an 

increase of 18" in four months.

Based upon the current trend, there will be a major increase in the 

demand for mental health services in the Kodiak. There is an expected 

increase in the number of shared mental health/vor (tional 

rehabilitation cases. Patients who are carrying private insurance are 

dropping 'nsurance coverage due to their inability to pay the 

premiums. This is resulting in an increased number of no-charge cases 

and an expected decrease in revenue for the program.



IV. Assess levels of most critical, immediate needs (Health, Social,

Financial)

(A) Division of Public Assistance

From the DPA viewpoint there is an increasing level of need and demand 

on its programs. The DPA district office in Kodiak and village Fee 

Agents are busier than usual, but are currently meeting that demand. 

The Energy Assistance Program has been very active. Many households 

are contacting DPA seeking additional energy assistance much earlier 

in the winter heating season than usual. This program is well known 

and widely used in the area. To ensure that those unfamiliar with the 

program are made aware, additional display advertisements will be run 

in the local paper. The DPA network is good in the Kodiak area. The 

Fee Agents are of high quality and have been recently trained. The 

Kodiak Area Native Association has a good social services staff, and 

works cooperatively with DPA by referring needy households. An EAP 

outreach contract with the Kodiak Area Native Association has been 

recently executed.

DPA programs do form a "safety net" which can help needy families.

The network is in place, and the services available to those who 

qualify. There has not been a crisis situation to date. Applicants 

are being served in a timely way by existing staff. Caseloads have



not dramatically expanded. With the economic slowdown in the area, 

many families are experiencing genuine hardships. This has not yet 

translated into a major migration to DPA programs. It may be that 

many of these households still have income and resources that keep 

them above the DPA qualifying standards. The most critical and 

immediate need is for DPA to be prepared to meet the demand should it 

increase suddenly, being particularly mindful of caseload trends.

(B) Office of Alcoholism/Drug Abuse

The increase in the outpatient load has forced the program to exceed 

the appropriate counselor to client ration necessary for effective 

counseling interaction. The addition of another staff counselor would 

reduce the overload and improve service quality. The additional 

counselor position would also allow Kodiak Council on Alcoholism to 

provide increased aftercare and outreach services to strengthen those 

components of the program, and community development services to the 

six other villages on the island. Some additional travel funds would 

also be required. Total projected costs for an additional worke r and 

travel would be $30,000.

(C) Division of Family and Youth Services

Unmet needs. Ir. view of the anticipated workload, additional staff 

will be required, preferably at the entry level and/or 

paraprcfessional level, either a Social Worker I or a Social Service * 

Associate III. Using an entry level position should result in local



hire. Additional funds for support, such as office equipment, space, 

travel and per diem will be needed. This is the best projection we 

can give for needs for FY 85. A supplemental for this fiscal year 

would not be required.

(D) Division of Public Health

The existing staff is able to meet the service demands

(E) Division of Mental Health and Developmental Disabilities

The program has an immediate need to increase their residential

training program and had plans to do so had they been allowed to apply

for CSP monies. They would need 2-5 local hire positions that would, 

be involved with the residential training program as well as the 

vocational rehabilitation cases. These people would be trainers and 

aides.

V. Temporary Employment Opportunities of DHSS Prooram Activity

The opportunity available for temporary employment through the expansion of 

DHSS appears minimal. The Department of Health and Social Services has not 

yet realized a significant increase in the demand for services which can be 

attributed to the recent economic slowdown in the Kodiak area. For the 

most part, the present level of demand for services can be met with the 

existing level of staff. Various program enhancements could be made which '

would provide employment opportunities in the Kodiak area, if the



department were to receive additional resources. These enhancements would 

be of benefit to both the programs and the people who are served. At the 

same time opportunity for employment, although minimal would be available, 

to residents of the Kodiak Island area.



MEMORANDUM State of Alaska
Jeff Smith 

t o : Deputy Commissioner DATE: January 23, 198*1
Department of Community & Regional Affairs

THRU: Bob Landa

FILE NO:

465-4342
Assistant Commissioner TELEPHONE NO:

SUBJECT:
Kodiak 
llear-Term Assistance

2 .
3.

4.

onal Supervising Investigator 
rtment of Labor

Grants to City and/or Borough for capital improvements projects, 

to be used as force account. Force account are a do-it-yourself 

type of construction, wherein the City or Borough decides not 

to contract out the v/ork, but actually performs it "in-house" 
with its own employees. Therefore, the City or Borough could 

hire local people, to provide interin employment opportunities.

Alaska's 34,0nn-miles coastline represent the world's largest 

and most productive commercial fishery. Therefore, the 

Governor's Fisheries Task Force, should communicate with, and 

contact all floating or shore based processors in/or outside 

the State, and ask them for assistance in hiring Kodiak 

residents, through private sources, or the state employment 
centers.

Contact all businesses working on the North Slope and ask for 
assistance in hiring Kodiak residents.

A joint effort between the state and private industries, to train 
Alaskan residents in the field of tourism.
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••••• •' MEMORANDUM
ALASKA DEPARTMENT OF LABOR

State of Alaska
Employment Security Division

T0: Jeff Smith, Director

Dept, of Community & Regional Affairs 

Division of Municipal & Regional 
Assistance

F|LE NO: AK ( E|. ]S g j

DATE:
January 23, 1S84

TELEPHONE NO:
465-2712

THRU; Robert Landau ' f a / '
Assistant Commissioner

SUBJECT:
Kodiak Near-Term 
Assistance

FROM: John W. Sha.}

Director

During the current drastic economic downturns the Employment Security 

Division will provide the residents of Kodiak with direct placement 

assistance, employer tax credits, Veterans Job Training enrollment and 
unemployment insurance benefits. In addition, the office will maintain 

information on job and training opportunities in other locations and can 
assist job seekers and employers in taking advantage of Job Training 
Partnership Act and other programs.

ESD operates a full-service office.in Kodiak staffed by three Employment 

Service (ES) and two Unemployment Insurance (UI) workers who have the 

capability to deliver all Division programs on site immediately.

UNEMPLOYMENT INSURANCE IN KCDIAK

The Job Service office in Kodiak contains a full-service unemployment 

insurance contingent. The staff via direct satellite communication with 
the Employment Security Division's main frame computer, are able to 

directly input claim transactions which result in overnight payments or 

determinations of eligibility. The staff in Kodiak and the support 
system behind them in Anchorage and Juneau are capable of paying timely 

Unemployment Insurance benefits to those eligible and out of work in a 
falling economy. Those benefits not only provide partial wage replace­

ment to the individu 6  i j  u'l i uv. ted, but provide much needed cash flow to 
the local economy. Without modification, unemployment insurance is 

designed for j: st such a situation.

EMPLOYMENT SERVICE 

Basic Placement Assistance

The Kodiak Employment Center, as part of the Employment Service network, 
provides the full range of employment services for job applicants who 

are seeking employment and employers who are recruiting q m M f i e i i  

employees.

Kodiak job applicants are assisted in matching their job skills to labor 

market demands through the registration process, referral to appropriate

0 2 - 0 0 1 A (Rev. 1 0 / 7 9 )



Kodiak Near-Term Assistance -2- January 23, 1934

jobs, job development, and through special referral for applicants who need 

pre-employment assistance from other appropriate service agencies.

Employers, through the Kodiak Employment Center, are able to recruit workers 

who meet their specific industrial needs.

The Kodiak Employment Center registered for work over 3,000 new job applicants 

during the 1933 Federal Fiscal Year. Over 1,200 of those registered applicants 
were identified as being qualified for occupations in the seafood industry.

In addition, 1,325 job openings were filled and it is estimated that 42 percent 
of the openings were in the seafood processing industry.

The following special programs are administered by the Employment Service:

Job Placement Assistance For The Seafood Industry

With the exception of seafood plants outside of Kodiak City, housing for workers

is a constant problem. • As a result, there is a strong tendency for these

plants to hire workers who live in Kodiak. On the other hand, those plants 
located away from the city have adequate quarters and have hired many of their 

workers from the mainland and from the Lower 48.

Job Service personnel in Kodiak are working closely with managers of all plants

on Kodiak Island to provide a service that promotes consideration of available

workers in and around Kodiak. Considerable progress is reflected in statistics 

for the local office as placement to seafood worker positions has nearly doubled

over the past two years, from 310 in 1981 to 585 in 1983.

As a measure to further improve consideration for local hire of seafood workers, 

the State Seafood Placement Coordinator will revisit the Seattle offices of 

Kodiak plants in February and further encourage the use of Job Service in
Kodiak to obtain their workers.

The ES Computer Network
■ i

The Kodiak Employment Center is assisted in its efforts to find jobs for people 

by an extensive statewide computerized network. Information describing both 

job orders and applicants for Kodiak, as well as statewide, is stored in the ES 

computer files and is retrievable from the computer via terminals at the 

Employment Centers. The computer is programmed to match employer job openings 
with qualified registered applicants.

This computerized network can also provide applicants with information on job 
openings and identify qualified applicants for employers in Kodiak and thr ou gh­
out the state. Current labor market information for areas within the state 
served by other Employment Centers is also available.
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Job Training Partnership Act (JTPA)

Job Service functions as a liaison with the Department of Community and Regional 

Affairs and the Department of Education, to coordinate and provide JTPA services 

to eligible individuals and locate interested employers.

During the registration process, Job Service makes an assessment of an indivi­

dual's need for training or other assistance to become employable. Applicants 

interested in JTPA are pre-screened for eligibility and enrollment is facilitated 

by referring the applicants to the Division of Community Development (D CD ) . 

Since DCD has no staff on site, Job Service is able to channel interested and 

eligible individuals for JTPA service that otherwise might no* be reached in a 
rural area.

Job Service also promotes JTPA among employers to develop On-the-Job Training 

(OJT) slots, provides information on and recruits for JTPA openings and does 

pre-apprenticeship aptitude and proficiency testing.

Job Service will also provide placement services to JTPA-trained clients, such 

as job seeking skills assistance,- job search information, specialized job 
development, and job referral.

Emergency Veterans' Job Training - (VJT)

A special effort can be made through Job Service, Job Service Employer Committees 

and its links with the private sector to assist employers to prepare significant 

training programs for eligible veterans. VJT will subsidize with federal 

funds up to $10,000 in wages. The subsidy will help offset employer's cost of 

training and bring federal dollars into the community while training eligible 

veterans to perform significant jobs. VJT can also be linked with other subsi­

dized programs such as Targeted Jobs Tax Credit (TJTC).

Targeted Jobs Tax Credit

The Targeted Jobs Tax Credit (TJTC) program stimulates private sector employment 

opportunities by providing a federal income tax credit to those employers who 

hire and pay wages to .eligible individuals. The potential two-year savings 

can amount to as much as $3,370 per eligible employee, depending upon the 

amount of wages paid and the employer's tax bracket.

Eligibility of applicants for the program is determined by Job Service. Those 

targeted groups who are eligible for TJTC certification include certain youth, 

Vietnam-Era veterans, ex-convicts, handicapped individuals, recipients of 
Supplemental Security Income (SSI) payments and recipients of Aid to Families 
with Dependent Children or general assistance.
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SUPPLEMENTAL FUNDING REQUIREMENTS

.̂h e .above P r a a m s  are currently funded with the exception of some of 

I n  J  Trai^ n 9 Partnership Act (JTPA) activity. We are currently plannino 
equest additional staffing to assist the statewide coordination of this 

piogram. Any increase in Unemployment Insurance payment activity costs will 
be covered by reimbursement from the Federal Government



Kodiak Project 

Options and Prospects for Near-Term Assistance 
Dorking Group Plan 

Department of Transportation and Public Facilities

The Kodiak Working Group assigned the Department of Transportation and Public 
Facilities the task of reviewing five specific areas to determine options 

and prospects for near-term assistance which "ight be undertaken to provide 
for some level u f  immediate e c o n o m i c  r e l i e f  to t h e  Kodiak a r e a ,  Tho five 

transportation areas identified for review are listed below, along w ith 

specific recommended action. The areas and projects include:

A. Investigation of the costs and effects of supplemental appropriations 

for the Local Service Roads and Trails Program;

1. A k h 1 ok Access Road frcn Airport to Floating Dock $500,000

2. Ouzinkie Boardwalk S60,000
4

3. Old Harbor Landfill Access Road Improvements $250,000

4. Port Lions Road Rebuilding and Extension $2,000,00^

5. Karltik Upgrade of Road to Sanitary Landfill $200,000

B. Investigate the specific steps of early inplsnsntati on cf funded capital

Improvements in the Kodiak Island area;

1, Mission Road Supplemental . $340,000

C. Investigate facilitating early implementation of proposed Federal c o n­

struction projects (BIA, PUS and HUD), in so far as they night provide 
immediate employment opportunities;

1, Old Harbor Access Road to Proposed HUD Housing Project $400,000

D. Erosion Control Program; and

E. D0TAPF Maintenance and Operations Program

Findings and corclusi'ons regarding each of the five areas are detailed below.
In A d d i t i o n ,  wc hove  oumif lor i -od one  a d d i t i o n a l  c a t o q o r y  v»hich i r.c 1 nr ias *
variety of activities not identified above. In summary, the "other" activities 

include:

F. "Other"

1. Dog Bay Small Boat Harbor Upgrade $000,000

2. Village Equipment Storage Facilities $100,000

3, Port Lions Ferry Dock Repairs $500,000

4, Old H a r b o r •Fuel Dock Repairs $B00,000



A. Local Service Roads and Trails Program

F1nd1nqs: The Local Service Roads and Trails (LSR&T) program was Initially 

created in 1971 to provide State grant funds tc improve local roads within 

municipalities, boroughs and small cities. In July 1982, the program was 

phased out. However, an appropriation was Identified by the 19S3 State 
Legislature and the program was reauthorized.

The allocation for the Kodiak Island Borough, determined on the basis of a 

formula which Includes population, road miles and other factors, has amount­

ed to $1,027,710, since the program's Inception. This year the LSRfiT_ 

allocation to the Kodiak Island Borough was $130,821. Individual projects 
for the program are determined by the Borough according to State Statute.

Practical application of this program 1n the villages within the Borough 

1s very limited. Mobilization costs for equipment and machinery suffi­

ciently Inflate any single project cost to far exceed any cost-benef1t 

ratio given the limited funds in the LSRftT program. As an example, 1f the 

annual appropriation were divided evenly among the six villages, roughly 
$22,000 would be available per village. This amount would barely cover
m o b i l i z a t i o n  c o s t s  f o r  two plocos  of  heavy equipment t o  a u111aq».  Rnr 
this reason, the Kodiak Island Borough has elected to use LSRfiT program 

funding only for preliminary engineering design preparation for projects 

on the contiguous road system.

Actions: The distribution formula and funding cycle for the LSRftT program 

si gni n c a n t l y  affects its ability to be responsive to Kodlax needs 1n any 
significant fashion. However, if some type of add-on or s upp1emental 

funding were made available, designated for the Kodiak Island Borough and 

not the statewide Local Service Road and Trail program, several local p r o­

jects have been identified for immediate construction. They include:

1, Akhlok Access Road from Airport to Floating Dock $500,000

The project would fund construction of a road from the airport to the 

floating dock. Preliminary e n g l n e e r l n g e s t l m a t e s  the project will cost 

$500 000. Most of the remaining work will involve heavy equipment work 
for grading, hauling and other construction activities. Consequently, 
near-term economic benefit to the community would be limited since 

little labor Intensive work remains to be done.

2. Ouzlnkie Boardwalk $60,000

Boardwalk improvements are needed to provide safe access for ped es­

trians around the harbor area. It is estimated the project could be 
constructed, using local labor, at a cost of approximately $50,000- 

$50,000. Near-term economic benefit would be limited, but would 

provide immediate Income, for the laborers. \

3. Old Harbor Landfill Access Road Improvements $250,000

Improvements are needed to the existing landfill access rood to prevent 

its continued erosion by tidal action. The project was originally 

estimated to cost $250,000. Some near-tern economic benefit would 

accrue villagers employed as labors on the job.



The Port Lions City Council has identified a number of local roads which 
need rebuilding and/or extensions to better serve the residential and 

commercial areas of the city. The roads include:

a. Main Street - 1,500 feet

b. Spruce Drive - 1,800 feet including 400' extension
c. Birch Drive - 1,200 feet

d. Birch Street - 1,800 feet

e. Beach Drive - 750 feet

f. Cove Drive - 300 feet

g. Bayview Drive (Phase II) including sewer and water 

5. Karluk Upgrade of Road to Sanitary Landfill

1,300 feet 

$200,000

Improvements are needed to the existing landfill access r o a d ,  The 

project 1s estimated to cost $200,000 and would provide sor.e near-term 

economic benefit to villagers used on local labor crew.

B. Early Implementation of Funded Capital Improvement Projects

F i n d i n g s : The Department's annual capital budget has included a number of 

Kodiak; area projects. The following construction projects are presently 
funded:

1. Pedestrian Safeway $670,000

Kodiak Borough has accepted funds through a T0RA for project management 

and construction of a pedestrian bicycle path to run parallel to Rezanoff 

Drive from East Elementary School to Fort Aberccmoie State Park.

$1,295,000

Mill Bay Road paving (CDS 1.90-2.59) and construction of a pedestrian 
walkway with curb and gutter.

3. Mission Road Reconstruction $1,000,000
Funds will be used to upgrade, realign, pave and aquire R-0-W for 

Mission Road between Cutoff Road and Shahafka Cove.

4. Kodiak highway Repair $1,276,000

Emergency repairs on the Kodiak road 1n the area of Pillar Mountain.

A $1,000,000 setaside remains from the original appropriation. A portion 

of the remaining funds will be used for rip-rap maintenance project this 

s u m m e r .

5. Port Lions Innerharbor $1,650,000

Project consists of construction to complete boat harbor mooring facll 
H i e s  with 50 oertns ana 10 transient mooring oertns.



Three of the above five projects are ready for construction this spring, 

Including the Pedestrian Safeway Project, Mill Bay Road and Port Lions In- 

nerharbor. The Kodiak Highway Repair project is still in the design stage. 

The repair project Includes a Pillar Mountain stabilization element and, 

because of the complexity of the design problem, probably could not provide 
any near-term economic benefit, even if accelerated. The Mission Road p r o­

ject has been Identified as having a funding short-fall. If so, the pro­

ject will not be able to proceed until additional funds could be secured 
or the project scope reduced.

A c t i o n s : Three of the funded Capital Improvement projects are already on 

H n e  and ready for construction as soon as the weather allows. Nothing 
can be done to a c c e l e r a t e  their implementation, barring an early spring. 

Little can be done to expedite the Kodiak Highway Repair project because of 

the design phase which must precede any construction activity. A small 

maintenance project using some of those funds has been planned for this 
summer. Mission Road w1ll.be ready for construction this spring, but with 

a reduced scope unless supplemental funding 1s made available. A supple­

mental appropriation for Mission Road could be considered for immediate 

action for Its near-term benefit.

1. Mission Road Supplemental $340,000

Federal Construction Programs (BIA, PHS, HUD)

F i nd i ng s: The Department has contacted the Bureau of Indian Affairs (BIA), 

the Public Health Service (PHS) and the Department of Housing and Urban 
Development (HUD) to determine 1f early Implementation of any proposed 

Federal construction projects could be facilitated. All three of these 
agencies already seem to work in close concert with ona another 1n the 

development of projects.

A large share of the housing 1n rural Kodiak Is HUD housing, constructed 

and financed by HUD through the Kodiak Island Housing Authority. The 

Public Health Service generally piggybacks the housing construction projects 
by funding off-s1te water and sewer development. At the same time, the BIA 

generally tries to develop road projects which support the housing projects.

There 1s currently only one outstanding program reservation for HUD housing 
In the Kodiak area. The reservation 1s for 15 family units in Old Harbor ,
The Kodiak Island Housing Authority has not been able to proceed with the 
project because they cannot ensure HUD they have physical access to the site. 

The Housing Authority 1s working with BIA, at this time, to secure a c om m it­

ment for the road construction. BIA, unfortunately, has very limited sources 

and is concerned it will not be able to make any financial commitment to the 

project. The housing units cannot be built without the access road because 

HUD will not release the reserved funds unless they are assured of site 

access.

Many village road needs have been met recently by the BIA construction 

program. The BIA recently completed road reconstructlon projects 1n Akhlok 
ana Old Harbor. This fall their road equipment was moved to Larsen Bay to 

await a spring start-up on a project there which will construct 9„000' of 

road to the village's new sanitary landfill, After Larsen Bay, the Bureau . 

roaa crew and equipment will move to Ouzlnkie for a road reconstruction



project, bIA operators travel with the equipment since few villagers are 

licenced as heavy machine operators. Whenever possible the Bureau employs 

local labor through force account hiring. Generally that work is limited 

to brush clearing and labor Intensive tasks.

A c t i o n s : The Department could be useful in expediting the Federal construc­

tion project by supporting an Old Harbor Access Road project, A financial 

commitment here would allow the Kodiak Island Housing Authority to proceed 

with construction of the 15 housing units. It is likely at least some 

near-term economic benefit would be directly realized by Old Harbor resi­

dents given PHS and HUD local hire efforts.

1. Old Harbor Access Road to Proposed HUD Housing Project. $<100,000

This project would fund construction of a road from the village to the 

proposed new HUD housing area. Only preliminary cost estimates from 

the Kodiak Island Housing Authority are available at this time. Near- 

term ecnnomic benefit to the village residents for this project would 

Include labor Intensive work associated with brush clearing and site 

preparation. Lead time would be required to coordinate the road 

project's development with HUD. It 1s possible that construction could 

proceed late this Spring.

D. Erosion Control Programs

Findings: Three erosion control studies, completed by the Department, have 
identified potential problem areas and have recommenaea solutions. The 

three areas Include:

1, Capo Ch1nia'< Road Erosion Control Study

Cape Chlniak road Is located on Kodiak Island and connects Caoe Chiniak 

residential area to the City of Kodiak. Wave erosion 1s cutting into 

a section of the highway at MP 0-1.0. The recommended alternative for 
mitigating erosion damage and maintaining access on Cape Chiniak Road 

1s to relocate approximately 0.8 miles of road to the south of the 

existing route. The report includes a conceptual road relocation 

alignment. A ground survey and additional engineering studies will be 

needed to refine the final project, but preliminary estimates place 

the project cost at $1,069,000. The near-terin economic benefit of 
this project would be limited since this would be a large scale con­

struction project Involving road relocation with much preliminary 
engineering yet required.

2. Karluk Erosion Control Study

The recommended structural alternatives for mitigating damage Include 

the construction of a rubblemoond revetment at Karluk, a r1p-rap rev et­

ment at Old Karluk, and a sacrlfical gravel berm along the bank of the 
new townsIte. Estimated project cost Tor this alternative 1s $631,500. 

Near-tern economic benefit for this project would be limited because 

of the emphasis on heavy equipment work Inherent in the structual 
alternative recommendation.

-5 -



Recommended non-structural measures include the relocation or replace­

ment of two endangered structures. This measure would provide several 

local employment opportunities. Total replacement cost are approxi­

mately $532,000, However, these types of improvements do not have strong 

local support.

3. OuzlnkJe Erosion Control Study

The study recommends that a slope revegetation project be implement­

ed to reduce the rate of side slope erosion. Other non-structural 

remedial measures include the regulation or control of foot traffic 

and reduction of the practice of hauling firewood over the eroding 

slope. It 1s further recommended the City's sewer outfall system be 

regularly inspected and future construction near the top of the bluff 
be discouraged.

The recommended structural alternative includes construction of a 

quarry stone revetment. Estimated costs for such a revetment is 
$41)/ ,uuu, assuming a DreaKwater p r o j e c t  Is not  implemented.  The r e v e t ­
ment project should be reevaluated 1f harbor breakwater plans are ever 

finalized. If a breakwater is constructed, a less substantial revet­

ment structure would be required No funds have been Identified either 

for harbor development or erosion control measures at this time.

Near-term economic benefit for this project would be limited because 

of the emphasis on heavy equipment work Inherent 1n the structual 

alternative recommendation.

Actions: Very little near-term economic development could be realized with 

tne early Implementation of any of these projects. All three of the projects 
emphasize heavy equipment work in their preferred structural alternatives.

The most direct economic benefit would probably accrue to the Kodiak m e t r o­

politan area where contractors are prepared to handle such work.

Maintenance and Operations Effort

F i n d i n g s : The State of Alaska currently provides maintenance service at 

the State Airport and on the Island's contiguous highway network of State 

roads. Services In the villages are limited to the airports and are p r o­

vided, on a contract basis, with the local unit of government or a private 
Individual,

The following table summarizes major expenses associated with the Kodiak 
Maintenance and Operations program:

Kodiak and Kalsin Hill Maintenance A Operations Staff 

Ave.-age Annual Salaries for 13 permanent full-time 

positions (including we rh ead ) $631,500

Kodiak Airport Annual Maintenance Contracts (local purchase)

Petroleum Products $ 32,000

Sand A Gravel $ 50,000

Kodiak Highways Annual Maintenance Contracts (local purchase)

Highway Grading Material $ 60,000



Equipment Transportation Between Villages 

Barge (two trips per year) $ 6,500
Personal Services Contracts (Village Airport Maintenance 

Program)

Karluk - Airport (City) $ 4,000

Larsen Bay - Airport (Private) $ 4,000

Old Harbor - Airport (City) S 2,750

Port H o n s  - Airport and Road to Small Boat Harbor (City) $ 14,000
Akhlok -0-

Ouzinkie - Airport (being advertised) $ 3,500

Total Maintenance A Operations 5808,250

A c t i o n s : The Department's Maintenance effort, to the greatest extent 

practical, 1s already being passed through to the local economy. No now 

positions are expected to be added to staff since no Increase in the FY'35 

operating budget is expected. Any additional maintenance funding of Kodiak 

would create Inconsistencies 1n maintenance level within the region,

"O t h e r "

F in d i n g s : The Deportment has reviewed the Kodiak Island Borough Capital

Improvement Program and other D0T&PF projects in order to Identity other 

possible funding opportunities. A number of projects which did not fall 

into one of the above five categories might be id=.nt1 f 1 ed for funding given 

the special needs of Kodiak. Some of the projects might be most appro­

priately administered by D0T3PF, some by other D ep a rt m en ts , and even others 

by local units of government.

A c t i o n s : DOT&PF Design has identified an Improvement project for the Dog 

Bay Small Boat Harbor facility which would increase Its moorage capabilities 
and provide some safeguards against future failures occurring as a result 

of strong winds.

1. Dog Bay Small Boat Harbor Upgrade $000,000

The project would upgrade "N" float, replace finger float hinges ana 
stall float hinges re-dr1ve miscellaneous piling and replace exterior 

pile collars and overhead lighting.

Community equipment' storage facilities have been Identified as a need in 

many of khe communities. The communities are beginning to acquire various 

types of equipment for providing community services (I.e. f 1 re fighting 
trucks, bulk fuel delivery trucks, small road maintenance equipment).

While the villages have been able to acquire funding for the equipment they 

have not been able to secure funds for construction of storage sheds. The 
Borough 1s confident that with a construction foreman a number of local 

residents can be employed 1n the construction of the sheds. The Borough 
estimates the sheds could be constructed for an average $100,000 per 
b u i 1d1ng.



1. Village Equipment Storage Facilities $l00,000/fac11 1ty

In addition two dock Improvement projects have village priority. Thev may 
be implemented with a minlmim amount of design work.

2. Por t  L1on3 Fer ry  Dock Repai r  $500,000

3. Old.Harbor Fuel dock Repairs 800,000

Other projects, including small equipment purchases and preliminary design 
(i.e. small boat harbors) have been Identified, but their ability to respond 

to the near-term economic benefit criteria are much more limited.
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BLUE RIBBON COMMISSION ON THE Pouch YG

STATE PERSONNEL ACT Mail Stop 3123

Juneau, Alaska 99811 
Senator Bill Ray, Chairman (907) 465-4442

M E M O R A N D U M  Ju ne  21, 1983

TO: House Labor & Commerce Committee

FROM: Teresa B, C r a m e r ^ £ A i 2 4 C & J ^ l ^
Administrative Assistant

SUBJECT: CS for Senate Bill No. 55 (Rules)

Relating to Collective Bargaining

The Public Employment Relations A ct provides that the monetary 

terms of any agreement entered into between the state and an employee 

representative are subject to funding through legislative appropriation.

AS 23.40.215, The PERA does not set out a system of legislative review 

for the monetary terms. If the legislature is dissatisfied with the 

negotiated terms, there is no formal vehicle to explain to the parties 

to the agreement (the Administration and the employee union or association) 

the substance of the legislature's concerns. Therefore, the parties do 

not have a concrete set of limitations from w hi ch to wo r k should they 

decide to renegotiate the original agreement. Furthermore, legislative 

delay and rejection of negotiated contracts has, in the past, led to the 

calling of a Special Session, which is an expensive way to resolve the 
i ssue.

The Blue Ribbon Commission recommends legislation to encourage 
legislative review of collective bargaining agreements early in the 

session. If the legislature is dissatisfied with the monetary terms, 

the parties may choose to renegotiate before the session adjourns with a 
clear understanding of the legislature's concerns.

Bill Analysis

Page 1 The first section requires that the monetary terms of

Line 9 a collective bargaining agreement be submitted to the

legislature withi n 10 days of agreement by the parties,

If the parties reach an agreement wh il e  the legislature 

is not in session, then the monetary terms are to be 

submitted within 10 days of the convening of the f’sxt 

regular session. T he  legislature is given 60 days to 
consider the agreement and express its opinion by 

concurrent resolution.

JU N E A U . A LA SK A
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House Labor & Commerce Committee

June 21, 1983

Page Two

'iv ’ ;A&' ';' --J

Line 17

Line 19 

Line 23

Any approval given by the legislature is a "nonbinding, 

advisory expression o f  legislative intent." This 

language makes clear that the resolution does not take 

the place of an appropriation bill to fund the contract 

and permits the legislature to change its mind, should 
circumstances warrant.

If the legislature dissapproves the negotiated agreement, 

the parties may resume negotiations.

The second section adds a definition of "monetary terms 

of an agreement" to t he  Public Employment Relations Act 

to set out those items which are subject to legislative 
review.

Line 29 The third section provides for an immediate effective date.

TBC: link



Offered: 6/17/83

Original sponsor: Rules/Legislative Council

1

2

3

4

5

6 

7

IN THE SENATE BY THE RULES COMMITTEE 

CS FOR SENATE BILL NO. 55 (Rules)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

THIRTEENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to collective bargaining; and p r o­

viding for an effective date."

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

9 * Section 1. AS 23.40.215 is amended by adding a n e w  subsection to

10 read:

1112
13

14

15

16

17

18

19

20 21 
22

23

24

25

26

27

28 

29

(b) The Department of A d m i n i s t r a t i o n  shall submit the monetary

terms of an agreement to the l e g i s l a ture w i t h i n  10 _days after the

agreement of the parties, if the legislature is in session, or w i t h i n  

10 days after the convening of the next regular session. The l e g i s l a­

ture shall a d v i s e , the parties Ly concurrent resolution if it approves 

or disapproves of the monetary terms w i t h i n  60 days after the a g r e e­

ment is submitted to the legislature. The approval of the monetary 

terms of an agreement under this subsection is a nonbinding, advisory 

expression of legislative intent. If w i thin 60 days after the a g r e e­

ment is submitted the legislature advises the parties by c o n c u r r e n t 

re.salution thrrt— i-fc— di-sapprov©s~the m o n e t a r y  terms of the agreement,
O / W  S. / O A

t-he— paTbies m ay - resume negotiat ions-.—

*  Sec. 2. AS 23.40.250 is amended by adding a n e w  p aragraph to read:

(8) "monetary terms of an agreement" means the changes in 

the terms and conditions of employment resulting from an agreement 

that will require an appropriation for their implementation or j wIJL 1 

result in a change in state revenues or productive w o r k  hoqrs for
r T l * " "  -  1 •mmmwrn ,  n  n m m m m m m m iiiim *  i ^

state employees.

* Sec. 3. This Act takes effect immediately in accordance w i t h

- 1 - CSSB 55(Rls)





April 7, 1983

237 E. F IK E W E E D  L A N E  • SU ITE  301 
A N C H O R A G E , A L A S K A  99503 • (907) 276-3235

ALASKA RURAL ELECTRIC COOPERATIVE 
ASSOCIATION, INC.

The Honorable Richard Eliason 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811

RE: CSSB 67

Dear Senator Eliason:

The Committee Substitute for Senate Bill 67 ma the cost of 
relocating utility facilities incident to a municipal highway 
project a cost of the highway project. This practice in 
regard to municipal highway projects would then be identical 
to the practice relating to State highway projects.

By making these utility relocation costs a part of the cost 
of the highway project, the local utility rate payer is 
relieved of this burden. In most cases a State grant is the 
funding source for the road project. Tn those cases, these 
relocation costs would be transferred to the State government.

In some cases the expense will be assumed by the municipality. 
When this expense is transferred from the local utility rate 
payer to the local municipal taxpayer, there is no net change 
for residents who are in both roles. However, a utility's 
consumers and the municipality's taxpayers are not always the 
same people. Fairness requires that if a municipal project 
causes the cost of relocating utility facilities, then the 
municipality should be responsible for that cost. It is 
also important that all of the costs as well as all of the 
benefits of a proposed project be considered at the time a 
municipality decides to relocate or widen a highway. Without 
Senate Bill 67, the municipality considers all of the benefits 
of a proposed project, but it only considers a part o the 
cost.

S incerely,

David Hutchens 
Executive Director

DEMOCRACY IN A C TION



ALASKA RURAL ELECTRIC COOPERATIVE 
ASSOCIATION, INC.
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January 26, 1983

Senate Labor and Commerce Committee 

Alaska State Legislature 

Capitol Building 

Pouch V

Juneau, Alaska 99811 

RE: Senate Bill 67

Gentlemen:

Senate Bill 67 makes the cost of relocating utility facilities incident to a 

municipal highway project a cost of the highway project. This practice in 

regard to municipal highway projects would then be identical to the practice 

relating to State highway projects.

By making these utility relocation costs a part of the cost of the highway 

project, the local utility rate payer is relieved of this burden. In most 

cases a State or federal grant is the funding source for the road project. In 

those cases, these relocation costs would be transferred to the State or federal 
government.

In some cases the expense will be assumed by the municipality. When this 

expense is transferred from the local utility rate payer to the local municipal 

taxpayer, there is no net change for residents who are in both roles. However, 
a utility's consumers and the municipality's taxpayers are not always the same 

people. Fairness requires that if a municipal project causes the cost of 

relocating utility facilities, then the municipality should be responsible for 

that cost. It is also important that all of the costs as well as all of the 

benefits of a proposed project be considered at the time a municipality decides 

to relocate or widen a highway. Without Senate Bill 67, the municipality 

considers all of the benefits of a proposed project, but it only considers a 
part of the cost.

Sincerely,

David Hutchens 

Executive Director

DEMOCRACY IN AC TION
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T E L E P H O N E S  
tg 0 7 )  5 8 6 * 1 3 2 5  

5 0 6 * 6 5 2 6

2 0 4  N. FRANKLIN ST. 
JU N EA U . ALASKA 9 9 8 0 1

F e b r u a r y  8, 1 9 8 3

t o :  S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e

f r o m :  G i n n y  C h i t w o o d ,  A M L  E x e c u t i v e  D i r e c t o r  

r e :  S B  6 7  -  U t i l i t y  R e l o c a t i o n  C o s t s

M u n i c i p a l i t i e s  o p p o s e  S B  6 7  b e c a u s e  t h e  i s s u e  i s  a l o c a l  o n e  
a n d  s h o u l d  b e  r e s o l v e d  a t  t h e  l o c a l  l e v e l .  T h i s  b i l l  w o u l d  

a m e n d  T i t l e  1 9 ,  C h a p t e r  2 5  -  P r o t e c t i o n  a n d  U s e  o f  S t a t e  

H i g h w a y s  and. R o a d s  ( e m p h a s i s  a d d e d ) .  T h e  c h a n g e s  i n  S B  67, 

h o w e v e r ,  d o n ' t  r e l a t e  t o  s t a t e  r o a d s ;  t h e y  d e a l  w i t h  l o c a l  

r o a d s ,  p a i d  f o r  b y  l o c a l  f u n d s .

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

t h e  f u n d i n g  i s  p a i d  b y  t h e  f e d e r a l  g o v e r n m e n t .  I n  m u n i c i p a l  

r o a d  p r o j e c t s ,  h o w e v e r ,  t h e r e  i s  n o  w a y  t o  s h i f t  9 5 %  o f  t h e  

c o s t s  t o  a n o n - r e s i d e n t  t h i r d  p a r t y .  T h e  c o s t s  a r e  p a i d  b y  

t h e  l o c a l  t a x p a y e r  u n l e s s  t h e  m u n i c i p a l i t y  r e c e i v e s  a s p e c i f i c  
s t a t a  g r a n t  f o r  a  s p e c i f i c  p r o j e c t .

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

o f  e a c h  r o a d  p r o j e c t ,  I w a s  n o t  a b l e  t o  g e n e r a t e  a n y  a v e r a g e  

m u n i c i p a l  c o s t  p e r  m i l e  f i g u r e s ,  b u t  I d o  h a v e  g e n e r a l  c o m m e n t s  
f r o m  s e v e r a l  m u n i c i p a l i t i e s :

C i t y  o f  P a l m e r  -  M a n a g e r  D a v e  S o u l a k  e s t i m a t e s  t h e  p r o v i s i o n s  

o f  S B  67, w i t h o u t  s e c t i o n  5, w o u l d  c a u s e  a 5 t o  1 5 %  i n c r e a s e  

o n  3 r o a d  p r o j e c t s  c u r r e n t l y  b e i n g  p l a n n e d .  I n  m a n y  c a s e s ,  

u t i l i t i e s  a r e  n o t  w h e r e  t h e y ' r e  s u p p o s e d  t o  b e .  H e  d o e s n ' t  

t h i n k  t h a t  r u n i c i p a l i t i e s  s h o u l d  h a v e  t o  p a y  f o r  u t i l i t y  

m i s t a k e s ,  b u t  d o e s  n o t  o p p o s e  t h e  m u n i c i p a l i t y  p a y i n g  t o  

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

M a t a n u s k a - S u s i t n a  B o r o u g h  -  M a n a g e r  G a r y  T h u r l o w  b a s i c a l l y  
a g r e e s  w i t h  S o u l a k .

C i t y  &  B o r o u g h  o f  S i t k a  -  A d m i n i s t r a t o r  R o c k y  G u t i e r r e z  

b e l i e v e s  t h a t  m u n i c i p a l i t i e s  s h o u l d n ' t  b e  i n  s t a t e  s t a t u t e s  

e x c e p t  i n  T i t l e  2 9 .  S i t k a  h a s  w o r k e d  o u t  a n  a g r e e m e n t  w i t h  
t h e  n o n - m u n i c i p a l  u t i l i t i e s .

C i t y  o f  K o d i a k  - M a n a g e r  S a m  G e s k o  o p p o s e s  s e c t i o n  3 o f  t h e  
b i l l ,  m a k i n g  t h e  r e l o c a t i o n  c o s t s  a m u n i c i p a l  r e s p o n s i b i l i t y .

C i t y  o f  F a i r b a n k s  - M a n a g e r  W a l l y  D r o z  s a y s  t h e r e  w o u l d  b e

M EM BER O F  T H E  NATIONAL LEAGUE O F  C ITIES AND T H E  NATIONAL A SSO C IA TIO N  O F  C O U N T IE S



*1 ~ < v  -  A laska  T e lephone A ssoc ia tion
3201 C Street / Suite 601 
Anchorage, Alaska 99503  

(907) 276-3293
A.C. Pistorius 

P r e s id e n t

February 4, 1983

Committee on Labor § Commerce 

A laska State Senate 

Pouch V

Juneau, A l a s k a  99811

»

Gentlemen:

I am writing in support of SB67, relating to the relocation of u t i lity facilities.
In doing so, the telecommunications industry joins the other utilities in our state 

in asking for passage.

SB67 asks fair treatment in paying the costs of relocating facilities required 

by a municipal government. It asks, simply, that the entity which causes the cost 

p a y  the cost. This :is a r e s p o n sibility already recognized by the federal and 

state governments in existing statutes.

Under current statutes, a municipal povernment m ay order a utility to relocate

its facilities at its own expense. Since ratepayers aren't necessarily the same

as taxpayers in a given situation, this places an unnecessary burden on the ratepayer.

Many communities have recognized their responsibility to reimburse the utility 

for costs r e sulting from relocations requ.'.red by the municipal government. However, 

they are under no obligation to do so. Consequently, utilities are at a disadvantage 

in recovering costs.
S

I would be h a p p y  to ansver any questions you m a y  have. I ask your support for 
the bill.

Gordon Parker
E x e c u t iv e  D ire c to r



Tony Knowles. 
Mayor

Anchorage Telephone Utility
6 0 0  E A S T  3 8 T H  A V E N U E . A N C H O R A G E . A L A S K A  9 9 5 0 3 - 6 0 4 1  

T E L E P H O N E  ( 9 0 7 )  5 6 4 - 1 0 0 0  

T e le x  0 9 0 - 2 5 - 1 0 0  

F a c s im i l e  ( 9 0 7 )  5 6 1 - 1 7 0 3

Owned by the 
Municipality 
of Anchorage

March 18, 1983

Senator Eliason 
Chairman, Labor & Commerce 
Alaska State Legislature 
Pouch V
Juneau, AK 99811

Re: SB-67
Dear Senator Eliason:

The passage of SB 67 will resolve a long standing disparity between the Federal 
and State laws on one hand, and local government policies on the other hand, 
as to reimbursements to utilities when they are required to relocate installed 
facilities to accommodate road and highway construction

The Federal and State governments have historically reimbursed local utilities all 
reasonable costs associated with such relocation requests. The Municipality of
Anchorage, for one, has refused such reimbursement.

Passage of SB 67 will be of significant, positive benefit to all Municipal utilities 
and their customers. No longer will the utilities have to bear unreasonable 
expenses incurred due to the failure of local governments to properly absorb 
relocation costs as a rightful part of their projects. Also rectified is the im­
proper assignment of such relocation costs to all customers of a particular 
utility when only those living within a particular road improvement district o*r
along a particular street may actually receive the benefits.

Cordially,

ANCHORAGE TELEPHONE UTILITY

A. C. Pistorius 
General Manager

cc: Patrick Anderson, Legislative Affairs
Gary Tucker, Assistant Municipal Attorney 
Executive Manager, Public Utilities 
Alaska Municipal League
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P. O. BOX 580 KENAI. ALASKA 9961 1 

TELEPHONE 283 • 7535

M a r c h  11, 1 9 8 3

H o n o r a b l e  R i c h a r d  E l i a s o n ,  C h a i r m a n  

S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
S t a t e  o f  A l a s k a  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  E l i a s o n :

In r e s p o n s e  to a r e q u e s t  b y  y o u  d i r e c t e d  t h r o u g h  t h e  A l a s k a  

M u n i c i p a l  L e a g u e  in p r o v i d i n g  y o u  w i t h  i n f o r m a t i o n  o n  h o w  m u c h  it 

w i l l  c o s t  m u n i c i p a l i t i e s  to p a y  for r e l o c a t i o n  o f  u t i l i t i e s  in 

c o n n e c t i o n  w i t h  m u n i c i p a l  h i g h w a y  p r o j e c t s ,  p l e a s e  c o n s i d e r  t h e  
f o l l o w i n g :

H o m e r  E l e c t r i c  w h i c h  is t h e  p r o v i d e r  o f  e l e c t r i c a l  p o w e r  f o r  t h e  

C i t y  o f  K e n a i  a n d  t h e  s u r r o u n d i n g  a r e a s  h a s  i n d i c a t e d  to t h e  C i t y  

t h a t  d u r i n g  t h e  y e a r s  1 9 8 0 ,  1 9 8 1  a n d  1 9 8 2 ,  the c o s t  for 

r e l o c a t i n g  t h e i r  u t i l i t y  p o l e s  in c o n j u n c t i o n  w i t h  r o a d  p r o j e c t s  

u n d e r t a k e n  b y  t h e  C i t y  o f  K e n a i  c o s t  in e x c e s s  o f  $ 3 0 0 , 0 0 0 .  In 

a d d i t i o n ,  for t h e  l a s t  h a l f  o f  1 9 0 2 ,  H o m e r  E l e c t r i c  s u b m i t t e d  a 

b i l l  f o r  $ 6 0 , 0 0 0  f o r  a p a r t i c u l a r  r o a d  p r o j e c t  t h a t  t h e  C i t y  h a d  
u n d e r  c o n s t r u c t i o n .

At t h i s  t i m e ,  t h e  C i t y  h a s  r e f u s e d  to p a y  t h a t  b i l l  a n d  as a 

m a t t e r  o f  f a c t ,  we n o w  f i n d  o u r s e l v e s  in c o u r t  w i t h  t h a t  u t i l i t y  

o v e r  t h e  d i s p u t e  o f  w h e t h e r  or n o t  t h e  u t i l i t y  or t h e  C i t y  is 

g o i n g  to p a y  t h o s e  c o s t s .  T h e  C i t y ' s  c o n t e n t i o n  is a n d  w i l l  

r e m a i n  u n t i l  d i r e c t e d  o t h e r w i s e  t h a t  t h e  u t i l i t i e s  a r e  in o u r  

r i g h t  o f  w a y s  at t h e  s u f f e r a n c e  o f  t h e  p u b l i c  a n J  t h e r e f o r e  w h e n  

t h e  C i t y  u n d e r t a k e s  a m a j o r  r o a d  r e d e s i g n  or i m p r o v e m e n t  p r o j e c t ,  

t h e  u t i l i t y  s h a l l  b e a r  t h e  c o s t  for m o v i n g  t h e  p o l e s  to c o m p l y  

w i t h  t h e  r o a d  d e s i g n .

In a d d i t i o n  to t h a t ,  in 1 9 8 2  t h e  C i t y  h a d  a d o w n t o w n  r o a d  p r o j e c t  

for w h i c h  we w e r e  a s p h a l t i n g  a l m o s t  a m i l e  a n d  a h a l f  o f  r o a d ,  we 

r e q u e s t e d  t h a t  H o m e r  E l e c t r i c  b u r y  t h e i r  l i n e s  in t h a t  a r e a  on 

t h e  b a s i s  t h a t  it w a s  d o w n t o w n  p r o p e r t y .  H o m e r  E l e c t r i c  r e f u s e d  

to b u r y  t h o s e  l i n e s  a n d  we s a t  d o w n  a n d  n e g o t i a t e d  w i t h  H o m e r  

E l e c t r i c  a n d  t h e  C i t y  e n d e d  up p a y i n g  for t h e  b u r y i n g  o f  t h o s e  
l i n e s  a n d  t h e  c o s t  to t h e  C i t y  w a s  $ 7 5 , 0 0 0 .



N o w ,  as a m a t t e r  o f  f a c t ,  w e  c o u l d  h a v e  f i x e d  t w o  or t h r e e  o f  o u r  

r o a d s  i n  t h i s  c o m m u n i t y  t h a t  d u r i n g  b r e a k u p  n o - o n e  c a n  e v e n  d r i v e  

d o w n ,  c i t i z e n s  h a v e  to p a r k  t h e i r  c a r s  as f a r  a w a y  as f o u r  or 

f i v e  c i t y  b l o c k s  f r o m  t h e i r  h o m e  b e c a u s e  t h e  r e a d s  a r e  in s u c h  

c o n d i t i o n  d u r i n g  b r e a k u p  t h e y  c a n n o t  b e  t r a v e r s e d .

It is f or t h e s e  r e a s o n s  t h a t  t h e  C i t y  o p p o s e s  SB 67. T h e  C i t y ' s  

c o n t e n t i o n  i s  t h a t  it a l w a y s  h a s  b e e n  a n d  s h o u l d  r e m a i n  t h e  

u t i l i t y ' s  r e s p o n s i b i l i t y  for r e l o c a t i n g  t h e i r  u t i l i t y  l i n e s  w h e n  

t h e  C i t y  is i m p r o v i n g  t h e  h i g h w a y  s y s t e m  f r o m  a s a f e t y  s t a n d p o i n t  

and. f o r  a c o n v e n i e n c e  s t a n d p o i n t  f or t h e  t r a v e l i n g  p u b l i c  in 
t h e s e  c o m m u n i t i e s .

At t h i s  p o i n t  w e  h a v e  o n l y  t a l k e d  a b o u t  t h e  e l e c t r i c  u t i l i t y ,  y o u  
m u s t  r e m e m b e r  t h a t  i f  t h o s e  c o s t s  a r e  r e p r e s e n t a t i v e  for t h e  

e l e c t r i c  u t i l i t y ,  m o s t  a l l  o f  t h e  t e l e p h o n e  l i n e s  m u s t  be at t h e  

s a m e  t i m e  m o v e d  a n d  on m a n y  o c c a s i o n s ,  t h e  g a s  l i n e s  a l s o  h a v e  to 

b e  m o v e d .  If y o u  m u l t i p l y  $ 3 0 0 , 0 0 0 +  t h e n  t h e  C i t y  o v e r  t h e  l a s t  

t h r e e  y e a r s  w a s  l o o k i n g  at a t o t a l  e x p e n d i t u r e  o f  a p p r o x i m a t e l y  

$1 m i l l i o n  j u s t  to r e l o c a t e  t h e  u t i l i t i e s  in o r d e r  to p e r m i t  t h e  
C i t y  to r e p a i r  a n d  m a i n t a i n  t h e  r o a d s  to b e n e f i t  t h e  t r a v e l i n g

It b e c o m e s  o b v i o u s  t h a t  a c i t y  o f  3 , 0 0 0  p e o p l e  d o e s  n o t  h a v e  t h e  

k i n d  o f  m o n e y  n e c e s s a r y  in o r d e r  to do t h e  r o a d w o r k  t h a t  we f e e l  

i s  o u r  o b l i g a t i o n  a n d  at t h e  s a m e  t i m e  p r o v i d e  t h e  m o n e y  f o r  all 

o f  t h e  u t i l i t i e s  w h i c h  a r e  p r i v a t e  e n t r e p r e n e u r s  a n d  in ttie 
p r o f i t  m a k i n g  b u s i n e s s .

S i n c e r e l y ,

C i t y  M a n a g e r  

W J B / d g

c c: S e n a t o r  D o n  G i l m a n

S e n a t o r  P a u l  F i s c  tier 

R e p r e s e n t a t i v e  H u g h  M a l o n e  

R e p r e s e n t a t i v e  M i l o  F r i t z  

A l a s k a  M u n i c i p a l  L e a g u e

p u b  1 i c .



ANCHORAGE WATER & SEW ER & . IL1TIES
':'i •“ :vI’R?''-? •

Tony Knowles 
Mayor

March 7, 1983

3000 Arctic  Boulevard 
Anchorage, Alaska 99503 

(907) 277-7622

Owned by the M un ic ipa lity  
o l Anchorage

Senator Eliason 

Chairman, Labor &. Commerce 

A l a s k a  State Legislature 
P o u c h  V

Juneau, .Alaska 99811 

RE: SB-G7

D e a r  Senator Eliason:

F r o m  the perspective of water a nd wastewater facilities, passage of the subject 

legislation should not have a  significant impact on the cost of municipal raid 
improvements.

In Anchorage for example, it is rare wh e n  a  municipal road improvement impacts 

m u c h  more than the surface o r  above surface water and wastewater facilities. 

G e nerally this would include m oving fire hydrants, adjusting sewer manhole ele­

vations, adjusting water valve b ox elevations, etc. These type of relocations 

cos t  AWWU approximately $100,000 in 1982, a year with significant road improve­
m e n t  activity.

A n  exception to the above would be a situation where a  road improvement project 

necessitated relocating an e n t i r e  stretch of water or sewer main. Generally 

thi s  only occurs when the road grade is lowered s o  much that freezing becomes a 

potential p r o blem for an existing facility. In these cases relocation could 

c o s t  as much a s  $100 per lineal foot of pipe, including apurtenanc.es.

If the Anchorage Water and Wastewater Utility can provide any further informa­

tion please contact either myself or Brian Crewdson at 265-55G1.

S incerely,

R O B E R T  E. SMITH 

G e n e r a l  Manager

Anchorage Water & Wastewater Utility

RES/BIC/slr
H / S E

cc: /Alaska Municipal league

P a t r i c k  Anderson 
Jo h n  Harshman



Bill Sheffield, Governor

OF COMMUNITY & REGIONAL AFFAIRS POUCH B
JUNE A U. ALASKA 99811 
PHONE: 19071 465-4700OFFICE OF THE COMMISSIONER

M a r c h  2 5, 1 9 8 3

B I L L  A N A L Y S I S

RE: C S S B  6 7

S P O N S O R :  S E N A T E  L A B O R  & C O M M E R C E  C O M M I T T E E  

P R O G R A M  E F F E C T S  O F  B I L L

T h e  c u r r e n t  s t a t u t e  r e q u i r e s  t h a t  if, a s  a r e s u l t  o f  a  s t a t e  

h i g h w a y  c o n s t r u c t i o n  p r o j e c t ,  u c i l i t y  f a c i l i t i e s  m u s t  b e

r e l o c a t e d  t h e  S t a t e  m a y  o r d e r  t h e  u t i l i t y  t o  r e l o c a t e  t h a t

f a c i l i t y  a n d  t h e  S t a t e  m u s t  a l s o  p a y  t h e  c o s t  o f  t h a t

r e l o c a t i o n .  T h i s  b i l l  w o u l d  a l s o  e x p a n d  t h e  s t a t u t e  t o  i n c l u d e  

M u n i c i p a l  h i g h w a y  c o n s t r u c t i o n .  I t  a l s o  r e s t r i c t s  t h e  c o s t s  

p a y a b l e  -to u t i l i t y  f a c i l i t i t e s  l o c a t e d  a s  a r e s u l t  o f  v a l i d
e a s e m e n t  o r  p e r m i t s .

I t  is r e a s o n a b l e  t o  a l l o w  m u n i c i p a l i t i e s ,  w h i c h  a r e  r e s p o n s i b l e  

f o r  c o n s t r u c t i o n  o f  l o c a l  r o a d s  a n d  h i g h w a y s ,  t h i s  t y p e  of

a u t h o r i t y .  W e  do, h o w e v e r ,  h a v e  s o m e  c o n c e r n  a b o u t  r e l o c a t i o n  

c o s t s  i n  i n s t a n c e s  w h e r e  s t r i c t  e a s e m e n t  a n d  r i g h t - o f - w a y

p r o c e d u r e s  h a v e  n o t  b e e n  a d h e r e d  t o .  M a n y  o f  t h e  s m a l l e r ,

o l d e r  u t i l i t i e s  d o  n o t  h a v e  f o r m a l  e a s e m e n t s  o r  r i g h t - o f  w a y s .  

I t  w o u l d  s e e m  t h a t  s t r i c t  i n t e r p r e t a t i o n  o f  n e w  l a n g u a g e  c o u l d  
c a u s e  u n d u e  h a r d s h i p  f or s o m e  o f  t h e  s m a l l e r  u t i l i t y  c o m p a n i e s .

I t  w o u l d  b e  o u r  r e c c  m m e n d a t i o n  t h a t  s o m e  i n d i v i d u a l  c a s e  b y
c a s e  d i s c r e t i o n  s h o u l d  b e  c o n s i d e r e d .

C O M M E N T S
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STATE OF ALASKA

FISCAL NOTE Revision Date , 1983

I. REQUEST

Bill/Resolution No.: cs SB 67

T i 1 1 e : relocation of utility facilities

Sponsor: Labor & Commerce__________________
Requestor: Community & Regional Affairs

Committee 
EXPENDITURES/REVENUES:

II. FISCAL DETAIL

Agency A f f e c t e d : Community & Regional Affai? 
Program Category Affected: development 

BRU., Pro gra m of S u b p r o g r a m ^ ) Affected:

 L ocal Government Assistance____________ ___

(Thousands of Dollars)

OPERATING

FY 83 FY 84 f y  r FY 86 FY 87 FY 88

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

TOTAL OPERATING -O- -O- - 0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF B I L L : 

Sponsor did not indicate.

CAPITAL -0- -0- 1 -0- -0- | -0- 1 -0- I

REVENUE 1 -0- -0- -0- -0- -0- -0-

GENERAL FUND 

FEDERAL FUNDS 

OTHER (Specify Source)

-0- -0- -0- -0- -0- -0-

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

-0- -0- -0- -0- -0- -0-

IV. ANALYSIS: Attach a separate aage for any Analysis

Prepared By: Terry Enrlev .

Di Vi Si On :_____Local. C.ovorr nont Assistances' /

Approved by Commissioner;^ 

Department: c o m m e n t - & ifci

Phone: 4 6 W . 7 1 Q

Date: 3/25/83

Date:____3/25/83

Distribution:
Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor
Co d v  to Reauestor (if different from Sponsor) 3/R/R3



SENATE LABOR AND COMMERCE 

STANDING COMMITTEE 

February 3 ,  1983

Members Present: Senator Dic k  Eliason, Chair 

Senator Bob Mulcahy 

Senator Pat Rodey

Members Absent: Senator D on Bennett 

Senator John Sackett

COMMITTEE CALENDAR

Senate Bill 67 - "An Act relating to the 

relocation of utility facilities inci­

dent to the construction of highway pro­
jects by a municipality; and providing 

for an effective date."

WITNESS REGISTER

Dave Hutchens, Executive Director

Alaska Rural Electric Cooperative Association, Inc.
237 East Fireweed Lane 

Anchorage, Alaska 99503 
586-2660

Position Statement: Supports SB 67, proposed amendment.

Ginny Chitwood, Executive Director 
Alaska Municipal League 

204 North Franklin St.

Juneau, Alaska 99801 

586-1325

Position Statement: Opposes SB 67, issue should be

determined on local level, 

placement should be in Title 

29.

Patrick Anderson 

Municipality of Anchorage 

Pouch 6-650

Anchorage, Alaska 99502 

264-4431

Position Statement: Voiced objection to specific portions

of bill, and will provide specific 
recommendations by Friday.

Gordon Parker

Alaska Telephone Association 

3201 C Street, Suite 601 

Anchorage, Alaska 99501 

276-3293

Position Statement: Supports measure.



PREVIOUS ACTION

TAPE //3 

Recording 

Number 004

Number 020

No previous action to record. 

ACTION NARRATIVE

Senator Eliason, Chair, called the meeting of 

the Labor and Commerce Committee to order at 

1:35 pm with members Senator Mulcahy and Sena­

tor Rodey in attendance.

Dave Hutchens, Executive Director of Alaska 

Rural Electric Cooperative Association, Inc., 

provided the first testimony on SB 67. He 

expressed support for the measure and offered 

an amendment to the bill. Several years ago, 

he stated, the legislature made a policy; 

whenever a state highway was being constructed 

utility relocation would be part of the con­

struction cost. Presently the utility bears 

the cost when municipal road projects art in 

construction and a utility facility needs to 

be relocated. SB 67 will make the cost of 

the project include utility relocation. Last 

year the same measure p,. ,sed the Senate late, 

and did not get through the House. The objec­

tions voiced last year included one concern 

with language (line 15, "under its jurisdic­

tion" rather than "within its jurisdiction") 

and one concern dealt with by SB 67: for

projects for which f i n’ing is in place (such 

as projects financed by bonding) and for 

which a municipality would not have adequate 

funds to cover utility relocation costs, an 
exemption is made. One of the major points 

stressed by Mr. Hutchens was that the utility 

does not cause the cost, V :t still pays.

Dave Hutchens proposed an amendment prepared 

by Gary Thurlow of the Mat-Su Borough (Mata- 

nuslca-Sustina) ; it amends Section 5 to read 

that "a municipality is not obligated for 

costs for relocating utility facilities which 

are not located in a municipal right of way 

pursuant to a valid easement or permit nor for 

costs for relocating atility facilities asso­

ciated with a highway project for which ge­

neral obligation bonds have been approved or 

for which state or federal grants have been 

received before the effective date of this 

act."

Number 300 Glnny Chitwood, Executive Director of the



Alaska Municipal League, provided testimony 

in opposition to SB 67. She stated that the 

measure did not belong in Title 19, Chapter 

25, a section of the statutes concerned with 

state highways and roads. She further stated 

that the issue is a municipal one, and should 

be locally determined. In Anchorage a city 

ordinance is about to be adopted addressing 

the subject. Local determination mere readily 

permits case by case determination. Ms. 
Chitwood stated that in the case of state 

grants going to a municipality for road con­

struction it would be appropriate for the 

legislature to impose conditions. In the 

case ol roads funded with federal dollars 

(state/federal) the cost is passed on to the 

feds.

Senator Rodey commented that the question is 

one of fairness. (Taxpayers end up pacing...)

Ms. Chitwood noted that most municipal offi­

cials are chiefly concerned about the proper 

placement of utilities.

Sen. Mulcahy commented that he didn't know 

why the measure wasn't placed in Title 29—  

that it seemed to be "sneaking in the back 
door".

Sen. Eliason commented that the measure seems 
to spread the cost, assigning some of it to 

the municipality rather than concentrating 

the burden on the users (utility users).

Pat Anderson, representing the Municipality of 

Anchorage, stated that the cost to the Munici­

pality (of paying for utility facility relo­

cation) would be $1-2 million for what is on 

the street today. One objection of the 

Municipality not handled by Dave Hutchens' 

proposed amendment concerns the upgrading of 

utilities, and another concerns the question 

of general depreciation and whether the 

municipality bears the cost of replacement, 

thereby subsidizing the consumer. On a philo­

sophical note, the Municipality of Anchorage 

maintains that the decision is best made at 

a local level. Mr. Anderson stated that 

he would submit the figures the committee had 

requested and would submit specific recommen­
dations by Friday.

Gordon Parker, representing the Alaska Tele-



phone Association (20 telephone companies) 

testified in support of the bill. He pointed 

out that although it is true that some com­

munities do negotiate wit h  tlhe utility, but 

they are not compelled to do so under current 

law. He also clarified that there is not 

an intent to have municipalities fund expan­
sion.

Number 538 There being no further testimony or questions, 

Sen. Eliason adjourned the meeting.



FLOOR COMMENTS ON SB 67

CSSB 67 MAKES THE COST OF RELOCATING UTILITY FACILITIES INCIDENT TO A 

MUNICIPAL HIGHWAY PROJECT A COST OF THE HIGHWAY PROJECT. THIS WOULD 

ALLOW ALL OF THE COSTS, AS WELL AS ALL THE BENEFITS, OF A PROPOSED 

PROJECT TO BE CONSIDERED AT THE TIME A  MUNICIPALITY DECIDES TO RELOCATE

s r r K z tr r :
OR WIDEN AJilGHWrYr

UNDER CURRENT STATUTES, A MUNICIPAL GOVERNMENT MAY ORDER A UTILITY TO 

RELOCATE ITS FACILITIES AT ITS OWN EXPENSE. IT SEEMS ONLY FAIR THAT IF 

A MUNICIPAL PROJECT CAUSES THE COST OF UTILITY RELOCATION, THEN THAT 

MUNICIPALITY SHOULD BE RESPONSIBLE FOR THAT COST. CSSB 67 WOULD ALLOW 

THIS TO HAPPEN.

HOWEVER, IF UTILITY FACILITIES ARE NOT LOCATED IN A MUNICIPAL 

RIGHT-OF-WAY UNDER THE CONDITIONS OF A VALID EASEMENT OR PERMIT, A 

MUNICIPALITY WOULD NOT BE OBLIGATED TO PAY THE COST OF THE RELOCATION.

CSSB 67 IS A FAIR RESPONSE TO THE QUESTION OF WHO WILL BEAR THE COST OF 

UTILITY RELOCATION AND I URGE YOUR SUPPORT TO THIS LEGISLATION.



ANSWER TO POSSIBLE CONCERN:

1) A  MUNICIPALITY IS NOT OBLIGATED FOR UTILITY FACILITY RELOCATION 

COSTS ASSOCIATED WITH A HIGHWAY PROJECT FOR WHICH GENERAL OBLIGATION 

BONDS HAVE BEEN APPROVED OR FOR WHICH STATE GENERAL FUND APPROPRIATIONS 

HAVE BEEN RECEIVED BEFORE THE EFFECTIVE DATE OF THE BILL.

2) CURRENTLY STATE AND FEDERAL HIGHWAY PROJECTS RECOGNIZE UTILITY 

RELOCATION AS AN ALLOWABLE EXPENSE.



) A l a s k a  S t a t u t e s § 19.40.210

0.100. Use of the highway by industrial or commer-
(a) The d e p a rtm e n t sh a ll m a in ta in  the  h ig h w a y  and keep 

id u s tr ia l o r com m ercia l t ra ff ic  th ro u g h o u t the  year, 
it r iu l  or com m ercia l t ra v e l"  means 

necessary and re la ted  to resource e xp lo ra tion  and 
t o r to su pp o rt o f those a c tiv itie s , i f  the  in d iv id u a l engaged 
iv it ie s  has a ll necessary pe rm its ; o r 
necessary and re la te d  to access by local res idents to  th e ir

ca rrie rs  engaged i r  commerce w h ich  are .common ca rr ie rs  
:a rric rs  re gu la ted  by the  A la s k a  T ra n s p o rta tio n  C om m is- 

42.10. (§ 3 ch 177 S LA  1980) ’

J.110. Public use o f a portion of the highway. The
sha ll m a in ta in  the  section o f the  h ig h w a y  between the  
r  and D ie tr ic h  Cam p and sh a ll keep th a t  section o f the  
m to use by the  p u b lic  between June  1 and Septem ber 1 
* 4 ch 177 S LA  1980; AS  19.40.120)

f a

:>lcs. — T h is  se c t io n  w o s 

VS 1 9 .1 0  1 2 0  b u t w o s
ren um bered  by th e  r e v iso r  o f s t a tu t e s  p u r- 
s u n n i  to A S 0 1 .0 5 .0 3 1 .

). 120. C lo s u re  o f  th e  h ig h w a y  to  t r a f f ic .  The p rov is ions 
100 app ly  to  the  closure o f the  h ig h w a y  by the  departm en t. 
S LA  1980; AS  19.40.110)

i Ic b . — T h is  se c t io n  w n s 

\ S  1 9 .4 0 .1 1 0  b u t  w n s
ren um bered  by th e  rev iuo r o f  s t a tu t e s  p u r ­
s u a n t  to A S 0 1 .0 5 .0 3 1 .

I
t.200. P r o h ib i t io n  o n  d is p o s a l o f  la n d  w i t h in  f iv e  
h ig h w a y .  T he  s ta te  m ay no t dispose o f s ta te  land  und e r 
is w ith in  five  m ile s  o f the  r ig h t-o f-w a y  o f the  h ighw ay. 

SLA 1980)

h is to r y  r e p o r t s .  — F o r 

r r e tu rn in g  S C S  HU am  S  

itc ) se c  1 9 8 0  I . 'iu n e  Jo u r -  

d 1 9 8 0  S e n a te  J o u r n a l ,  p,

1 7 8 1 . F o r  a tto rn ey  g e n e ra l 's  op in io n  
a d v is in g  th e  go ve rno r th a t  th e  hou se  ond 

se n a te  d id  not pn sa th s sam e  b i l l ,  to e  Op. 
A lly . G en . J u ly  1, 1 9 8 0 .

.210. P r o h ib i t io n  o f  o f f - ro n d  v e h ic le s . OfT-road ve h i- 
ib itcd  on land  w ith in  five  m iles o f the  r ig h t-o f-w a y  o f the  
wever, th is  p ro h ib it io n  does no t app ly  to  a person who 
ig  c la im  in  the  v ic in ity  o f the  h ig h w a y  and who m u st use 
ive m iles o f the  r ig h t-o f-w a y  o f the  h igh w a y to g a in  access 
! c la im . (§ 5 ch 177 S LA  1980; AS  19.40.200(h))

§ 19.45.001 H ighways a n d Ferries § 19.45.001

Chapter 45. Miscellaneous Provisions.
S e c tio n
0 1 . D e f in it io n s
0 2 . P e n a lt ie s

15 . H ig h w a y  co n stru c t io n  n e a r  a irp o r t s

Sec. 19.45.001. D e f in it io n s .  In  A S  19.05 —  19.40
(1) "com m iss ione r”  m eans the  com m issioner o f tra n sp o rta tio n  ond 

p u b lic  fa c ilit ie s ;
(2) "co n s tru c tio n ”  o r any  d e riv a tio n  means construction , 

re construc tion , a lte ra tio n , im p ro vem e n t o r m a jo r re pa ir;
(3) "contro lled-access fa c i l i ty ”  means a h ig h w a y  especia lly  designed 

fo r th ro u g h  tra ff ic ,  and over, from , o r to w h ich  owners or occupants o f 
a b u ttin g  la nd  o r o th e r persons have e ith e r no r ig h t  o r easement or on ly 
a con tro lled  r ig h t  o r easem ent o f access, l ig h t,  a ir ,  o r v iew ;

(4) "cost o f change, re loca tion , o r re m o va l”  means the  e n tire  cost 
in cu rre d  by th e  u t i l i t y  p ro p e rly  a ttr ib u te d  to th e  change, re loca tion , or 
rem ova l o f a fa c il ity ,  l ess a ny  costs fo r im p ro ve m ents o r upgrading^over 
and above the  cost o f a fu n c tio n a lly  equal fa c il ity ;  i f  a fa c il i ty  is to  be 
re located and replaced w ith  new equ ipm en t, the re  sh a ll also he 
subtracted  fro m  the  e n tire  cost any sa lvage va lue  derived from  the  old 
fa c il ity ;

(5) "d e p a -tm e n t”  m eans the  D e p a rtm e n t o f T ra n sp o rta tio n  and P ub­
lic  F a c ilit ie s ;

’ (6) "excess lands”  m eans la nd  acqu ired  by the  s ta te  in  excess o fla n d  
requ ired  ftw a h ig h w a y , w hen  the  re m a in in g  p o rtio n  o f a parce l o f land 
go acqu ired  is le f t  in  such shape or co nd itio n  as to be o f l i t t le  o r no vn lue 
to its  ow ner, o r to  g ive  rise  to  c la im s o r l i t ig a t io n  concern ing  severance 
or o th e r damage;

(7) "fed e ro l-a id  p r im a ry , fede ru l-a id  secondary, and in te rs ta te  sys­
te m " inc lude  any h ig h w a y  w h ich  is a p a r t o f the  fcde ra l-a id  systems an 
provided in  the  F cd e ra l-A id  H ig h w a y  A c t o f  1956, and any laws 
am end ing  o r su pp le m en ting  it ;

(8) "h ig h w a y "  inc ludes a h ig h w a y  (w h e th e r inc luded  in  p r im a ry  or 
secondary system s), road, s tree t, t r a i l ,  w a lk , b ridge , tu n n e l, d ru inagc 
s tru c tu re  and o th e r s im ila r  o r re la te d  s tru c tu re  o r fa c il ity ,  and 
rig h t-o f-w a y  the reo f, and fu r th e r  inc ludes a fe rry  system , w he the r 
operated so le ly  ins ide  the  s ta te  o r to  connect w ith  a C anad ian h ighw ay, 
and any such re la te d  fa c il ity ;

(9) "m a in te n an ce ”  m eans the  p rese rva tion  o f  each type o f  h ighw ay, 
roadside s tru c tu re  and fa c i l i ty  as n e a rly  as possible in  its  o r ig in a l 
co nd itio n  as constructed, o r as subsequently  im proved , und the  oper­
a tio n  o f h ig h w a y  fa c il it ie s  and services to  p rov ide  sa tis fa c to ry  and safe 
h ighw ays;

(10) "m u n ic ip a lity "  moans an incorpora ted  c ity  o r p o lit ic a l subdi-



S E N A T E  A M E N D M E N T

By Senator Gilman

■To: Committee Substitute for SENATE B IL L  No, 67 (L&C)

To: HOUSE B IL L  No,

Page: 2 _ after L i n e :  11
Insert new section 5. .

*Section 5. A.S. 19.45.001(4) is amended to read:
(4) "cost of change, relocation, or removal" means the 

entire cost incurred by the utility properly attributed to the 
change, relocation, or removal of a facility, less any costs 
for improvements or upgrading over and above the cost of a 
functionally equal facility; if a facility is to be relocated 
and replaced with new equipment, there shall also be 
substracted from the entire cost any salvage value derived from 
the old..facility; if a facility's service life is extended by 
the work done to change or relocate it, a percentage equal to 
the percentage of extension of the facility's service life 
shall be subtracted from the cost;

Renumber the following sections accordingly.
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ANChC rAGE WATER & SEW ER 6 , 1LITIES

Anchorage, Alaska 9 9 5 0 3  U ^ S K i

(907; 277-7622
W .  I n

Ton)' Knnwles 
Mayor

Owned by the M unicipa lity  
o l Anchorage

M a r c h  7, 1983

S e n a t o r  Eliason 

Chairman, L a b o r  &  Commerce 

A l a s k a  St a t e  Legislature 

P o u c h  V

Juneau, A l a s k a  99811 

RE: SB-67 .

D e a r  Senator Eliason:

F r o m  the p erspective of wa t e r  and wastewater facilities, passage of the subject 

le g i s l a t i o n  should not have a  significant impact on the cost of municipal road 
improvements.

In A n chorage for example, it is rare w h e n  a  municipal road improvement impacts 

m u c h  m o r e  than the surface or ab o v e  surface water and wastewater facilities. 

G e n e r a l l y  this would include m o v i n g  fir e  hydrants, adjusting sewer manhole e le­

vations, a d justing w a t e r  valve b o x  elevations, etc. These type of relocations 

c o s t  AWWU approximately $100,000 in 1982, a year with significant road improve­
m e n t  activity.

A n  exception to the above would be a  situation where a road improvement p r o ject 

n e c e s s i t a t e d  relocating an e n t i r e  stretch of water or sewer main. G e nerally 

t h i s  only occurs when the road grade is lowered s o  much that freezing becomes a 

potential problem for a n  existing facility. In these cases relocation could 

c o s t  a s  mi ch a s  $100 per lineal foot of pipe, including a p u r t e n a n c e s .

If the Anc h o r a g e  Water a nd Was t e w a t e r  Utility can provide a n y  further informa­

tio n  please contact e ither m yself or Brian Crewdson at 2G5-5561.

I V V /U L a  V X J J  • U iU J L J . i l

G e n e r a l  Manager

A n c h o r a g e  Wa t e r  Si Wastewater Utility

R E S / B I C / s l r

H / S E

cc: A l a s k a  Municipal League

P a t r i c k  Anderson 
J o h n  Rarshman



STATE OF ALASKA
FISCAL NOTE

I. REQUEST II. FISCAL DETAIL

Bill/Resolution No.: CSS B  67 (L&C) am A gency Affected:______ N / A __________________

Title:Reloc. of ■■tility Fac... Municipality Program Category Affected: N/A__________

Sponsor: Labor & Commerce Committee  BRU, Program o r  Subprogram(s) Affected:
Requestor: Community & Regional Affairs N/A_________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT
6C0 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

| CAPITAL -0- I -u- | -0- -0- -0- -0-

REVENUE -0- -0- -0- -o- 1 -0- -0-

FUNDING: (Thousands of Dollars)

GENEFAL FUND

FEDERAI, FUNDS

OT H E R  (Specify Source)

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

TII. SOURCE O F  FUNDS T O  OFFSET FISCAL IMPACT OF B I L L : 

N/A

IV. ANALYSIS: Attach a separate page for any Analysis (attached)

Prepared By: Bruce R. Freitag______________________________Phor.e: 789-0841

Division: Standards and Technical Services ~  Date: 4/18/83

Approved b y  Commissioner:_____________________________________ ________ Date: 4 - / ^ 7 k 3
Department: Transportation"arxT Public F a c i l ities<^Cl-^’ ' '

Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)

Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different frcm Sponsor) 3/8/83



ANALYSIS OF CSSB 67 (L&C ) am

C.S,S.B. 67 (L & C ) aro is very similar to H.B. 244. (The basic difference is 
the addition of an amendment to Sec. 5. AS 19.45.001 (4).)

The Department of Transportation and Public Facilities currently has the 

authority to relocate utilities that are located in highway rights-of-way 

under the Department's jurisdiction. Current State Statutes also require the 

State to pay the cost of any change, relocation or removal ov utilities 
necessitated by highway construction.

C.S.S.B. 67 am would give the municipalities the same authority and responsib­
ility for highways and streets under their jurisdiction.

C.S.S.B. 67 am would have no effect on highways constructed by DOT<5PF; 

however, if municipalities receive grants from the State for highway purposes, 

these grants would need to be adjusted to compensate for added costs of 
utility relocation.

It should be noted that the Department has had trouble with tne present 
wording of Sec. 4. AS 19.25.020 (c) as the phrase "...notwithstanding the 

terms or provisions of any existing permit, agreement, regulation, or statute 

to the contrary." has been interpreted that no special condition regarding 
relocation costs on previously issued permits would be valid. This may also 

then affect municipalities which have allowed conditional utility installation 

permits within their rights-of-way to provide for certain rapid system expans­

ions where code wasn't in all cases followed. If this situation within a 

municipality exists, they may, under this proposed statute, be liable for 

higher relocation costs than would normally be allowed. It is recommended 

that consideration be given to deleting this phrase from any new legislation.



STATE OF ALASKA
FISCAL NOTE

I. REQUEST

Bill/Resolution No.: CSSB 67 (L&C) am

II. FISCAL DETAIL

Title:Reloc. of Utility Fac... Municipality

S p o n s o r : Labor & Commerce Committee______

Requestor: Community & Regional Affairs

A gency Affected: N/A_________

Program Category Affected: N/A

BRU, Proqram or Subprogram(s) Affected: 
N /A

OPERATING

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT
600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC
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REVENUE -0- -0- -0- -0- | -0- -0-
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FULL-TIME
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III. SOURCE O F  FUNDS T O  OFFSET FISCAL IMPACT O F  BILL:

N/A

IV. ANALYSIS: Attach a separate page for any Analysis (attached)

Prepared By: Bruce R. Freitag________________________________________ Phone: 789-C341______________

Division: Standards and Technical S e rvices____________________ Date: 4/1 f 33______________

Approved b y  Cco oussioner: ^    Date: # / ?  7 ^ 3 _________

Department: Transportation and Public Facilities-^!—  ' '

Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)

Cop y  to Department (for Governor introduced bills)

Cbpy to Sponsor

Cop y  to Requestor (if different from Sponsor) 3/8/83



ANALYSIS OF CSSB 67 ( L & C ) am

C.S.S.B. 67 (L & C ) am is very similar to H.B. 244. (The basic difference is 

the addition of an amendment to Sec. 5. AS 19.45.001 (4).)

The Department of Transportation and Public Facilities current1 has the 

authority to relocate utilities that are located in highway rights-of-way 

under the Department's jurisdiction. Current State Statutes also require the 

State to pay the cost of any change, relocation or removal of utilities 
necessitated by highway construction.

C.S.S.B. 67 am would give the municipalities the same authority and responsib­
ility for highways and streets under their jurisdiction.

C.S.S.B. 67 am  would have no effect on highways constructed by DOT&PF; 

however, if municipalities receive grants from the State for highway purposes, 

these grants would need to be adjusted to compensate for added costs of 
utility relocation.

It should be noted that the Department has had trouble with the present 
wording of Sec. 4. AS 19.25.020 (c) as the phrase "...notwithstanding the 

terms or provisions of any existing permit, agreement, regulation, or statute 

to the contrary." has been interpreted that no special condition regarding 
relocation costs on previously issued permits would be valid. This may also 

then affect municipalities which have allowed conditional utility installation 

permits within their rights-of-way to provide for certain rapid system expans­

ions where code wasn't in all cases followed. If this situation within a 

municipality exists, they may, under this proposed statute, be liable for 

higher relocation costs than would normally be allowed. It is recommended 

that consideration be given to deleting this phrase from any r;r-w legislation.
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& U T 2 V 1  I i r t i w ,  O i . l i - m . n

Mae rise  her. Vice-Chairman 
R aad r PhilTrpc 

M5o F ritz 
Don C loclrgn 
Jack M cB ride 

M ike S z y m m k i
H CS CSSB 67 (C&RA) 

D e a r  Mr. Speaker,

Room 104 
Stale Cipcol 

Juneau. Alaska 99311

Pouch V 
Juneau. Alaska. 99811

House of Representatives 
Committee on Community & Regional Affairs

A  m a j o r i t y  o f  the B o u s e  C o m m i t t e e  on Community and R e g i o n a l  Affairs oppose E C S C S S B  

67 ( C s R A ) . T he p r o v i s i o n s  of E C S C S S B  67 (C&RA) c h a nges the historical 

r e l a t i o n s h i p  b e t w e e n  u t i l i t y  companies and m u n i c i p a l i t i e s  in matters p e r t aining to 

the u s e  of p u b l i c  r i g h t s - o f - w a y  and streets by v a r i o u s  u t i l i t y  companies." Present 

A l a s h a  Stat u t e s  r e q u i r e  m u n i c i p a l i t i e s  to a l l o w  u t i l i t y  companies to u s e  the 

p u b l i c  r i g h t - o f - w a y  and t h e reby avoid the e x p ense of securing easements from 

p r i v a t e  p r o p e r t y  owners. T h e  p r o p o s e d  l e g i s l a t i o n  is designed to further b e n e f i t  

the u t i l i t i e s  b y  r e q u i r i n g  m u n i c i p a l i t e s  to p ay the costs of relocating the 

u t i l i t i e s  w h e n  the r e l o c a t o n  is incident to a m u n i c i p a l  street project. The 

r e q u i rement for m u n i c i p a l i t i e s  to b e a r  the b u r d e n  of the relocation costs is 

c o n t r a r y  to p r a c t i c e s  e s t a b l i s e d  in c o m m o n  law and c o n t r a r y  to procedures used 

t h r o ughout the U n i t e d  States. I m p o sition of s u c h  costs would amount to a p u b l i c  

subsidy of p r i v a t e  p r o f i t  m a k i n g  v e n t u r e s  as w e l l  as for private non-profit 

u t i lity companies.

E n a c t n e n t  of a ny l e g i s l a t i o n  that w o u l d  require m u n i c i p a l i t i e s  to pay utility 

r e l o c a t i o n  co s t s  w i l l  not, in the lon g  run, r e duce o p e r a t i n g  costs for utilities 

b ut in all p r o b a b i l i t y  w i l l  .increase costs to the utilities. Municipalities w i l l  

u n d o u b t e d l y  h e  h i g h l y  r e s t r i c t i v e  in the conditions of future permits for the . 

i n s t a l l a t i o n  of u t i l i t i e s  and w i l l  be g i n  to charge m a x i m u m  fees for use of the 

p u b l i c  r i g h t - o f - w a y  as o p p o s e d  to the g e n e r a l  p r a c t i c e  of providing use at no 

charge.

The Com m i t t e e  h a s  found that m u n i c i p a l i t i e s  are fa i r  and reasonable in their 

r e l a t i o n s h i p s  w i t h  ut i l i t i e s ,  and that the p a r t i c u l a r  ne e d s  of each type of 

u t i lity is c o n s i d e r e d  w h e n  n e g o t i a t i o n s  for the use of a public right-of-way a re 

conducted. T he c o n t i n u a t i o n  of reasonable fees, p ermit conditions, and equitable 

a l l o c a t i o n  o f  u t i l i t y  r e l o c a t i o n  costs is insured b y  the availability of 

a r b i t r a t i o n  and r e d r e s s  p r o v i d e d  by the Alaska P u b l i c  U t i l i t i e s  Commission. T h e  

c o n s i d e r a b l e  d i v e r s i t y  of types and purposes of p r o f i t a b l e  private and of 

n o n - p r o f i t  u t i l i t y  c o m p a n i e s  further reinforces the C o m m i t t e e ' s  belief that the 

a l l o c a t i o n  of u t i l i t y  r e l o c a t i o n  costs can be s t be n e g o t i a t e d  on the local 

g o v e r n m e n t a l  level, on a case b y  case basis.

In summary, the C o m m i t t e e  b e l i e v e s  that the p r o p o s e d  legislation is an u n n e c e s s a r y  

and unwarr a n t e d  u s u r p t i o n  of local g o v e r n m e n t a l  a u t h o r i t y  w h i c h  may have an 

’adve r s e  m o n e t a r y  effect on the u t i l i t y  consumer and the m unicipal tax payer. 

T h e r efore, any a t t e m p t  to l e g i slatively i n terfere w i t h  the existing relationships 

b e t w e e n  m u n i c i p a l i t i e s  and u t i lity companies should not be favorably considered.

/ s / R e p r e s e n t a t i v e  L a c h c r



Comments on House CS for CS for SB 67 (LiC)

by
Dave Palmer, City Administrator 

City of Craig, Alaska 

P.O. Box 23 

Craig, Ak. 99921

I want to start: by mentioning some specific problems with the bill, 
and follow with some general comment.

The first section (AS 19.25.020 [a] adds "municipality" as an 

entity with the authority to order the relocation of a utility within a 
right of way under its jurisdiction.

COMMENT: The municipal authority to regulate activity within rights 
of way already exists and in fc.mJi In AS 29.48.035. This amendment 

duplicates existing authority. —

AS 19.25.020 (c) references the definition of "cost" as in AS 
19.45.001(4) a copy is attached.

COMMENT: No definition of "highway construction" is given. However, 
"highway" is defined at AS 19.45.001(8) and reads?

"highway" includes a highway (whether included in primary or 

secondary systems), road, street, trail, walk, bridge, tunnel, drainage 

structure and other similar or related structure of facility, and 

right-of-way thereof, and further includes a ferry system, whether 

operated solely inside the state or to connect with a Canadian highway, 

and any such related facility;"

This is an overly broad definition including minor activities such 

as the relocation of utilities for drainage culverts, driveways, and 

minor street improvements. The provisions of this bill extend beyond 

the transfer of cost of the relocation of utilities in major grant 

funded projects. Apparently, the relocation cost for any "highway" 
project is transferred to the municipality.

AS 19.25.020(c) in the bill contains several exclusions and exceptions, 

primarily battle scars of several committee hearings and it is difficult 
to understand.

First, relocation cost is identified as an allowable cost of 

construction and that cost is to be borne by the m u n i c ipality...there is 

no discretion allowed, the bill states the cost: is TO BE PAID by the 

state or municipality EXCEPT

(notwithstanding a valid permit system) a municipality is relieved 

of the relocation cost UNLESS

1. The facilities have been placed in the municipal right of way 

under a valid easement or permit; or

2. The facilities were placed BEFORE a system of permits existed.



Comments on CS for C 367 (L&C)
Dave Palmer 

page 2

In other words, the municipality pays if placement falls under a 

permit or agreement and the municipality pays if the placement occurred 
absent a permit process.

So: the municipality pays both when a process exists and when a 

process does not exist.

It appears that the bill would prohibit the municipality and a 

utility company from negotiating an agreement that would provide for the 

utility to assume the cost of relocation [from tho mandatory language of 
19.25.020(c)],

It appeors that for facilities placed under a former (but now 

expired) agreement, the municipality would pay, regardless of the terms 

of the agreement, since the permit is not currently valid.

It appears that facilities placed without permission and without 

authority (absent a permit process) must be relocated at municipality 

expense, as well. I question the equity of requiring a municipality or 

any government to pay for actions taken by a utility company without 
permission or authority.

This bill reaches back in time and makes the municipality responsi­

ble to pay to move existing utilities, regardless of the authority— or 

l„ok of authority, granted to the utility. The bill places a burden on 

the municipality for actions taken in the past. It also commits the 

municipality for future costs,

DISCUSSION ON THE MERITS OF THE BILL:

The granting of permission to use rights of way is just that, a 

discretionary grant of permission to use land a utility does not own. 

There is a substantial benefit to a utility company for private use of 

public property. Acceptance of the cost to move utilities when neces­

sary for the public good is a very reasonable cost of operation compared 

to the option of negotiating of purchasing easements privately. The use 

by the private sector of publically owned land is, in effect, a subsidy 

to that operation. To require the public, the owners of that land, to 

pay the cost incident to the use of public land is not a fair division 

of costs. The transfer of relocation costs from the private sector to 

the public sector does not benefit the public. It benefits the private 

utility company and the utility company's profit and loss picture. 

Further, this transfer removes from local control a legitimate negotiable 

item that can be and is dealt with at the local level. In exchange for 

a long term authority to operate in public rights of way, utility 

companies have not found the assumption of relocation costs unacceptable.

The City of Craig is served by Alaska Power and Telephone Company 

of Port Townsend, Washington. They serve Skagwr.y, Hydaburg,Tok-Dot Lake 

and Craig. Their agreement with Skagway provides that the company will 

move utilities when necessary at their expense. In exchange, they are 

assured of a 21/ year commitment to use the right of way and other 
aspects of their operation are clarified.
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The 20 year permit in Craig expired about 2 years ago. Therefore, 

under the terms of the bill, Craig is liable for relocation expenses for 

all past installations (done under the then valid system) as well as 

current installations (placed before a system is put into place).

Alaska Power and Telephone officials ;have indicated to me that a 

permit system similar to Skagway's would be acceptable to them. This 

bill would obviously change the terms of our negotiation.

Basically, we believe the authority of a municipality to exercise 

its regulatory authority over rights of w ay pursuant to AS 29,48.035 

should not be transferred by the state to private utility companies. 

Requiring a municipality to assume direct costs when it exercises its 

discretionary authority reduces the municipality's ability to properly 

protect the public interest (because some negotiating points with the 
utility have already been given away).

This is a local control issue. There is a satisfactory process in 
place to deal with this issue now. In this case, the old saying applies: 
"If it's not broke, don't fix it".
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§ 19.45.001 H ighways and Ferries § 19.45.001

Chapter 45. Miscellaneous Provisions.
S ec tio n
0 1 . D e f in it io n s

0 2 . P e n a lt ie s
15 . H ich w ay  co n stru c t io n  n e a r  a irp o r ts

Sec. 19.45.001. D e fin it io n s .  In  ^  19.05 —  19.40
(1) "com m issioner" means the  com m issioner o f tra n sp o rta tio n  and 

pub lic  fa c ilit ie s ;
(2) "co ns tru c tio n " o r any  d e riv a tio n  means construction , 

reconstruction, a lte ra tio n , im provem en t o r m iyo r repa ir;
(3) "controlled-acccss fa c il ity "  means a h igh w a y especially designed 

fo r th rough  tra ff ic , and over, from , o r to w h ich  owners o r occupants o f 
a b u ttin g  land o r o th e r persons have e ith e r no r ig h t  o r casem ent o r on ly  
u contro lled  r ig h t  o r eascs isn t o f access, l ig h t,  a ir ,  o r v iew ;

(4) "cost o f change, re loca tion , o r rem ovn l" means the  e n tire  cost 
incurred  by the  u t i l i t y  p rope rly  a ttr ib u te d  to the  change, re location , o r 
rem oval o f a fa c il ity ,  less any costs fo r im provem ents or u pg rad ing  over 
and above the  cost o f u fu n c tio n a lly  equal fa c ility ; i f  a fa c il ity  is to  bo 
relocated und replaced w ith  new equ ipm ent, the re  sh a ll also be 
subtracted from  the  e n tire  cost any salvage va lue  derived  from  the  o ld 
fa c ility ;

(5) "d cp a rtm o n t" means the  P -p  ̂ r tm e n t o f T ra nsp o rta tio n  and P ub­
lic  F ac ilitie s ;

(6) "excess lands" means land acquired by the  sta te  in  excess o f  lund  
requ ired  fo r u h ighw ay, w hen the  re m a in in g  po rtion  o f a parcel o f land  
so acquired is le ft in  such shape o r cond ition  as to be o f l i t t le  o r no va lue  
to its  owner, o r to g ive  rise  to c la im s o r l it ig a tio n  concern ing severance 
or o the r damage;

(7) "fedcra l-n id  p rim a ry , fedora l-a id  secondary, und in te rs ta te  sys­
tem " include any h igh w a y  w h ich  is u part o f the  fcde ra l-a id  system s as 
provided in  the  F ede rn l-A id  H ig h w a y  A c t o f 195(3, and any law s 
am ending o r supp lem en ting  it ;

(8) "h ig h w a y " includes a h igh w a y  'w h e th e r included in  p r im a ry  o r 
secondary systems), road, s tree t, t r a i l ,  w a lk , bridge, tu n n e l, d ra inage  
s truc tu re  and o th e r s im ila r  o r re la ted  s tru c tu re  o r fa c ility , and 
righ t-o f-w ay  thereof, and fu r th e r includes a fe rry  system , w h e th e r 
operated so lely inside the  state  o r to connect w ith  a C anad ian h igh w a y , 
and any such re lu ted  fa c ility ;

(9) "m a in tenance" means the  p reserva tion  o f each type o f h igh w a y , 
roadside s tru c tu re  and fa c il ity  as nea rly  as possible in  its  o r ig in a l 
cond ition  as constructed, o r as subsequently im proved, and the  oper­
a tion  o f h igh w a y fa c ilit ie s  and services to  p rovide  sa tis facto ry  and safe 
highways;

rim
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Chapter 45. Miscellaneous Provisions.
§ 19.45.001 H i g h w a y s  a n d  F e r r i e s  § 19.45.001

I S ec tio n
01. D efin ition s
02. P ena ltie s

 ̂ . 15. H ighw ay construction near a irports

Sec. 19.45.001. D e f in it io n s .  In  AS 19.05 —  19.40
(1) "com m issioner”  means the  com m issioner o f tra n sp o rta tio n  and 

p ub lic  fa c ilit ie s ;
(2) "co ns tru c tio n ”  o r any  d e riv a tio n  m eans construction, 

reconstruction , a lte ra tio n , im p rovem en t o r m q jo r repaiir;
(3) "controlled-access fa c il ity ”  means a h igh w a y  especia lly designed 

fo r th ro u g h  tra ff ic , and over, from , o r to  w h ich  owners o r occupants o f 
a b u ttin g  land  o r o th e r persons have e ith e r no r ig h t  o r easement o r on ly  
a contro lled  r ig h t  o r easement o f access, lig h t,  a ir ,  o r v iew ;

(4) "cost o f change, re location , o r re m o va l”  means, the e n tire  cost 
in cu rred  by the  u t i l i t y  p rop e rly  a ttr ib u te d  to  the  change, re location, o r 
rem ova l o f a fa c il ity ,  less any costs fo r im provem ents o r upg rad ing  over 
and above the  cost o f a fu n c tio n a lly  equal fa c il ity ;  i f  a fa c il ity  is to  be 
relocated and replaced w ith  new equ ipm ent, the re  sh a ll also be 
subtracted from  the  e n tire  cost any salvage va lue  derived  from  the  old 
fa c ility ;

(5) "d ep a rtm en t”  means the  D e pa rtm e n t o f T ra nsp o rta tio n  and Pub­
lic  F a c ilitie s ;

(6) "excess lands" means land  acqu ired by the  sta te  in  excess o f land 
requ ired  fo r a h ighw ay, w hen the  re m a in in g  po rtion  o f a parcel o f land 
so acquired is le ft in  such shape or cond ition  as to  be o f l i t t le  o r no value 
to its  ow ner, o r to  g ive  rise  to c la im s o r l i t ig a t io n  concern ing severance 
o r o the r damage;

(7) "fede ra l-n id  p r im a ry , federa l-a id  secondary, and in te rs ta te  sys­
te m ”  inc lude  any h igh w a y  w h ich  is a p a rt o f tho  federa l-n id  systems as 
provided in  the  F edera l-A id  H ig h w a y  A c t o f 1956, and any laws 
am end ing  o r supp lem en ting  it ;

(8) "h ig h w a y " includes a h igh w a y (w he the r inc luded  in  p rim a ry  or 
secondary systems), road, stree t, t r a i l ,  w a lk , b ridge , tu n n e l, drainage 
s truc tu re  und o th e r s im ila r  o r re la ted  s tru c tu re  o r fa c ility , and 
rig h t-o f-w a y  thereof, and fu r th e r  includes t fe - ry  i.ystem, w hether 
operated so le ly ins ide  the  state o r to connect w ith  a C anad ian h ighw ay, 
and any such re la ted  fa c il ity ;

(9) "m a in tenance" means the  p reserva tion  o f each type o f h ighw ay, 
roadside s tru c tu re  and fa c il ity  as nea rly  as possible in  its  o r ig in n l 
cond ition  as constructed, o r as subsequently im proved, and the oper­
a tion  o f h igh w a y fa c ilit ie s  and services to  p rov ide  sa tis factory  ond safe 
h ighw ays;

(10) "m u n ic ip rU ty "  means an incorpora ted  c ity  o r p o litica l subd i­
v is ion  w h ich  has ju r is d ic t io n  over h ighw ays  in  its  incorporated area;
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(11) Repealed by § 6 ch 233 SLA 196b.
(12) " u t i l i t y ”  inc ludes ra ilro a d s  and a ll  p u b lic ly , p r iv a te ly , or 

cooperative ly owned lines , fa c ilit ie s  and system s fo r p roducing , tra n s ­
m it t in g  o r d is tr ib u t in g  com m unica tions, te lecom m un ica tions, power, 
e le c tr ic ity , l ig h t ,  hea t, gas, o il,  crude products, w a te r, steam , waste, 
s to rm  w a te r n o t connected w ith  h ig h w a y  d ra inage, and o th e r s im ila r  
com m odities, in c lu d in g  p u b lic ly  owned f ire  and police s igna l systems 
and s tree t l ig h t in g  systems;

(13) "encroachm ent”  means and includes a tow er, pole, pole lin e , 
p ipe, p ipe line , d rivew ay , p r iv a te  road, fence, b illb o a rd , s tand o r b u ild ­
in g , o r a s tru c tu re  o r object o f any k in d  w h ich  is  o r has been placed in , 
on, u nd e r o r over a p o rtio n  o f a h ig h w a y  o r road. (§ 1 ch 57 SLA 1961; 
§ 3 a r t  I  t i t le  I  ch 152 SLA 1957: am  § 3 ch 124 SLA 1959: am § 1 ch 
122 SLA 1960; § 1 a r t  V t i t le  I I  ch 152 SLA 1957; § 3 (14) a r t  I  t i t le  
I  ch 152 SLA 1957: added by § 2 ch 122 SLA 1960; § 2 ch 59 SLA 1949; 
am  § 1 ch 86 SLA 1953; am  §§ 4 ,5  ch 49 SLA 1963; am  § 6 ch 233 SLA 
1968; am  § 29 ch 32 SLA 1971; am  § 1 ch 64 SLA 1971; am  §§ 1, 2 ch
106 SLA 1977; am E xecu tive  O rd e r No. 39, § 11 (1977); AS 19.05.130)

R e v is o r ’s  n o te s . — T h is section de r ive s The second 1977 amendment substi- 
from AS 19.05.130 and w as renumbered by tu ted  references to the comm issioner o f
the revi.-or o f s ta tu te s  p u rsu an t to AS transporta tion  and pub lic  fa c ilit ie s  and to
01.05.031. the D epartm ent o f T ransporta tion and

Effect o f  am en dm en ts . — Tho f ir s t  P ub lic  F a c ilit ie s  for references to the com-
1977 am endm ent su b s t itu te d  the lan- m issioner o f h ighw ays and to the Dc-part-
guage beg inn ing  " fa c ility , le ss :v.y costs m ent o f H ighw ays in  paragraphs (1) and
for im provements" and end ing "sub trac ted  (5), respective ly .
from the en tire  cost” for " u t i l i ty  a fte r L e g is la t iv e  h is to r y  re p o r ts . — For
deducting any increase in  the v a lu e  o f the report on ch. 32, SLA 1971 (HB 111 am),
new fa c ility  and" in  paragraph (4) and sec 1971 House Joum n l, p. 138.
rew rote paragraph (12).

N O TES  TO D E C IS IO N S

A p p lie d  in  S ta te  v . I'Anson, Sup. Ct.
Op. No. 1102 (F ile  No. 2032), 529 P.2d 188 
(1974).

Sec. 19.45.002. P e n a ltie s . A person who v io la tes  any p rov is ion  o f 
chs. 5-25 o f th is  t i t le  is g u il ty  o f a m isdem eanor and upon conv: :tion  is 
pun ishab le  by a fine  o f no t less th a n  $10 no r m ore th a n  $500, o r by 
im p riso nm en t in  ja i l  fo r a period not to exceed one year, o r by both. (§ 7 
a r t  V I I  t i t le  I I  ch 152 SLA 1957; AS 19.05.140)

I t e v is o r ’s  n o te s . — Th is section derive s C ro s s  re fe re n c e s . — As to sentences 
from AS 19.05.140 and w as renumbered by for m isdemcunors, see AS 12.55.135.
the re v iso r o f s ta tu te s  p u rsuun t to AS C o lla te r a l re fe re n c e s . — 25 Am. Ju r .,
01.05.031. H ighwnys ai>/2 S tree ts, § 73.

§ 19.45.002 A l a s k a  S t a t u t e s  § 19.45.002
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§ 19.25.020 A l a s k a  S t a t u t e s § 19.25.030

lations prescribed by the departm ent and if  authorized by a w ritten 
perm it issued by the departm ent. (§ 8 a r t VII title  II ch 152 SLA 1957- 
am § 3 ch 106 SLA 1977)

Effect of amendments. — The 1977 2d, Highways, Streets and Bridge*, 
amendment rewrote this section. §§ 218-234.

Collateral references. — 39 Am. Jur. 40 C.J.S., Highways, §§ 232, 233.

Sec. 19.25.020. R e lo ca tio n  o f u tilitie s  in c id e n t to  h ighw ay  
p ro jec ts , (a) If, incident to the construction of a highway project, the 
departm ent determ ines and orders th a t a u tility  facility located across, 
along, over, under, or w ithin a s ta te  right-of-way m ust be changed, 
relocated or removed, the u tility  owning or m aintain ing the facility 
shall change, relocate or remove it in accordance w ith the order. The 
order shall provide a  reasonable tim e period for compliance.

(b) If the u tility  facility is not changed, relocated or removed in 
accordance w ith the order, the facility becomes an unauthorized 
encroachment and may be disposed of in accordance w ith AS 19.25.240 
— 19.25.250. In addition, the owner of the facility shall indemnify the 
sta te  for any am ount for which the sta te  may be liable to a contractor 
by reason of the encroachment.

(c) The cost of change, relocation, or removal necessitated by 
highway construction is a cost of highway construction to be paid by the 
sta te in accordance with AS 19.45.001(4), no tw ithstanding the term s or 
provisions of any existing perm it, agreem ent, regulation or s ta tu te  to 
the contrary.

(d) If requested by a municipality, the departm ent shall implement 
this chapter by requiring to the m aximum extent possible location 
underground of electric power transm ission lines w ithin the munic­
ipality. (§§ 2, 3 ch 57 SLA 1961; am § 4 ch 106 SLA 1977)

Rcvisor’s notes. — A reference to AL Effect of amendments. — The 1977
19.45.001(4) was substituted for n refer- amendment rewrote this section,
encc to AS 19.05.130(4) in subsection (c) to Opinio-... -f attorney general. — This 
conform to the renumbering of that section section is constitutional. 1961 Op. Atl'y
by tho revisor of statutes under AS Gen., No. 12.
01.05.031.

A rtic le  2. D am ages a n d  O b s tru c tio n s .
Section
30. Damages to obstructions, signs, and 

construction

Sec. 19.25.030. D am ages to  o b s tru c tio n s , signs, a n d  c o n ­
s tru c tio n . The driver or owner, or both, of a vehicle, self-propelling c ’ 
otherwise, which passes through, over or around an obstruction placed 
under authority  of AS 19.10.100, or a person who opens, removes or 
defaces an obstruction or w arning sign w ithout w ritten permission
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BILL SHEFFIELD. COVERNOR

ALASKA PUBLIC UTILITIES COMMISSION <20 "L" STREET 
SUITE 100
ANCHORaCE. ALASKA 99501

DEPARTMENT OF COMMERCE ANO ECONOMIC DEVELOPMENT (907; 276-6222

The Commission has been requested to provide comments 
in regard to legislation that addresses relocation of utility 
fac1l1ti es.

The Commission, at this time, takes no position on the 
subject legislation. However, it would bring to the attention 
of the Committee the following observations.

1. If costs are Incurred by a utility to relocate its 
facilities, the utility will generally be allowed to recover 
that expense 1n Its rates. There 1s no "free lunch;" 1f a 
utility 1s not reimbursed by a governmental entity for its 
cost of relocation, the utility, absent neglect, would 
recover the cost from Its consumers. Therefore, the issue 
of who should pay for the relocation of utility facilities 
appears to be a public policy issue of how best to distri­
bute the economic burden.

2. However, 1t 1s respectfully sugqested that the 
legislature should consider the likely sources of govern­
mental funds that would be expended If the government, 
rather than the utility's customers continued to assume the 
costs of relocation. Frequently matching funds are Involveo 
which help defray the governmental entity's project costs, 
Including utility relocations. However, if CTnsumers are 
forced to pay, they will receive no such offset. Thus, the 
resultant dollar burden on consumers may exceed the actual 
dollar savings to the actual governmental entity directing 
the relocation.

3. The statute of the Alaska Public Utilities Com­
mission speaks to the Commission's authority in this area.

Section 42.05.251: Use of streets in cities and
boroughs. Public utilities have the right to a 
permit to use public streets, alleys and other 
public ways of a city 0 * borough, whether home 
rule or otherwise, upon payment of a reasonable 
permit fee and on reasonable terms and con­
ditions and with reasonable exceptions the city 
or borough requires. A dispute as to whether 
fees, terms, conditions or exceptions are rea­
sonable shall be decided by the commission. The 
commission may require a utility to add the 
amount of any permit fee paid as a pro rata 
surcharge to Its bills for service rendered at 
locations within the boundaries of any city or 
borough which requires payment of a permit fee
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Section 42.05.640: Regulation by municipality.
The commission's jurisdiction and authority extend 
to public utilities operating within a city or 
borough, whether home rule or otherwise. In the 
event of a conflict between a certificate, order, 
decision or regulation of the commission and a 
charter, permit, franchise, ordinance, rule or 
regulation of such a local governmental entity, 
the certificate, order, decision or regulation 
of the commission shall prevail.

The Commission assumes that the enactment of HCSCSSB 67 
(C&RA) would not d1m 1sh the existing jurisdiction of the 
Commlsslon.

4. The Commission currently has three proceedings 
under consideration in which the subject of utility relocation 
and the expense thereof 1s at issue, specifically which rate­
payers should bear the relocation expense charged by a munici­
pality to a utility providing service in an area greater than 
the municipally.

If there are specific questions, the Commission would be 
glad to respond.

ALASKA PUBLIC UTILITIES COMMISSION

Carolyn S. Guess 
Cha1rman



AMENDMENT

page 2, after In. 10 add:

(d) Not wi th st an di ng  the terms or provisions of any existing permit, 

agreement, reg ul at io n or statute to the contrary, the municipality may 

charge the util it y a fee for past use of a right of way under the 

municipality's jurisdiction, equal to the cost of change, relocation or 

removal n e cc es si ta ted  by highway construction, except that a utility is 

not obligated to pay the fee for past use of a municipal right of wa y 

unless

(1) the facilities were placed in the municipal right-of-way 

before the muni ci pa li ty  had a system for granting easements or permits 

for utility facilities; or

(2) the facilities have been placed in the municipal right of 

w ay  under a valid easement or permit.



February 7, 1984

To: John

From: Ken

RE: HCSCSSB 6 7 — R E L A T I N G  TO U T I L I T Y  R E L O C A T I O N  INCIDENT TO

HI G H W A Y  CONSTRUCTION.

W H A T  THE BILL DOES

If this bill w e r e  to pass the House, it of course has 

passed the Senate, it w o u l d  place the b urden of cost-of 

relocati ng u t i l i t i e s-incident to h i g h w a y  constr u c t i o n - o n  

the municipality. In other words, if the m u n i c i p a l i t y  

decides to w i d e n  a road and utilities have to be moved; the 

utility would  have to bear the cost.

COMMENTS

At present the state includes the re loca t i n g  of utilities 

in its planning costs. M u n i c i p a l i t i e s  at present do not 

include such costs in planning proposals.

At issue is w h e t h e r  a utility's rate rate-payers get stuck 

with the cost of r elocati ng the facility, or m u n i c i p a l  

taxpayers as a w h o l e  bare the cost. If a road is w i d e n e d  

or built for ‘•he use of all, why s hould a few incur a major 

portion of the cost, such as utility relocation. These are 

the points the bill hits on.



This comm ittee substitute will m a k e  the fourth time the 

bill has either been amended or redrafted. The substitute 

p l a n n e d  for introduction by the L a b o r  and Commerce C o m m i t­

tee is m u c h  like the one passed out of the Senate Lab or and 

C o m m e r c e  Committee, except it has an amendmen': w h i c h  s o f t­

ens the impact on municipalities. This amendment 

r e-def i n e s  the cases in which the m u n i c i p a l i t y  must pay the 

cost of u t i l i t y  relocation.

Q U E S TIONS

1. W h y  is it a p r oblem for m u n i c i p a l i t i e s  to include in 

planning, the cost of relocating u t i l i t y  facilities ?

2. Has the state ever balked at approp r i a t i n g  funds for 

re l o c a t i n g  utilities ?

3. W h y  has it been a practice in the past not to include 

ut ility reloca t i o n  in planning costs ?



C I T Y  OF  K E N A I
"O il Gcupjiorl frf AlcuUza

P . O . BOX 5 8 0  KENAI. ALASKA 9 9 6 M  
TELEPHONE 583 • 7S3S

A u g u s t  17, 1 9 0 3

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  
1 100 M c K a y  B u i l d i n g  

338 D e n a l i  S t r e e t  

A n c h o r a g e ,  A l a s k a  9 9 3 1 0

RE: T a r i f f  N o. 3 5 - 3 2

D e a r  C o m m i s s i o n e r s :

T he C i t y  o f  K e n a i  a d a m a n t l y  o p p o s e s  T A  //35-32 b y  Horner E l e c t r i c  

A s s o c i a t i o n ,  I n c ,  ( H E A )  w h i c h  w o u l d  r e s u l t  in a s u r c h a r g e  to t h e  

c o n s u m e r s  w i t h i n  o u r  m u n i c i p a l i t y  for u t i l i t y  f a c i l i t y  

r e l o c a t i o n s  r e q u i r e d  b y  H i e  C i t y  o f  K e n a i  to a c c o m m o d a t e  

m u n i c i p a l  c o n s t  r u c t i o n  p r o j e c t s .

The p r e s e n t  r e q u e s t  o f  H E A  is an a t t e m p t  t o . d o  i n d i r e c t l y  w h a t  it 

h a s  n o t  b e e n  a b l e  to a c c o m p l i s h  d i r e c t l y  iTider t h e  c o m m o n  law, by 

c o n t r a c t ,  b y  l e g i s l a t i o n  or b y  c o u r t  o r d e r  as a r e s u l t  of 

l i t i g a t i o n .  To p e r m i t  t h i s  s u r c h a r g e  to t h e  c o n s u m e r s  w i t h i n  a 

m u n i c i p a l i t y  w o u l d  be to g i v e  t h e m  e x a c t l y  t h a t  w h i c h  t h e y  h a v e  

so f a r  b e e n  d e n i e d  a n d  to w h i c h  t h e y  a r e  n o t  e n t i t l e d .

tinder A l a s k a  S t a t u t e s  ( AS 4 2 . 0 5 . 2 5 1  ) t h e  e l e c t r i c  c o m p a n y  is 

e n t i t l e d  to a p e r m i t  to u s e  t'lie s t r e e t s ,  a l l e y s ,  a n d  o t h e r  p u b l i c  

w a y s  " u p o n  p a y m e n t  o f  a r e a s o n a b l e  p e r m i t  f e e  a n d  on r e a s o n a b l e  

t e r m s  a n d  c o n d i t i o n s  w i t h  r e a s o n a b l e  e x c e p t i o n s "  [ e m p h a s i s  

s u p p l i e d ]  t h e  c i t y  r e q u i r e s .  T he c o n t r a c t  o f  H o m e r  E l e c t r i c  w i t h  
the C i t y  to o p e r a t e  t h e  e l e c t r i c  s y s t e m  o f  t h e  c i t y  c o n t a i n e d  no 

a g r e e m e n t  as to t e r m s  fbr u s e  o f  c i t y  s t r e e t s  n o r  d i d  it p r o v i d e  
for a n y  p e r m i t  fee. In c o n t r a s t ,  K e n a i  U t i l i t y  S e r v i c e  

C o r p o r a t i o n  p a y s  t h e  C i t y  2 %  o f  .its g r o s s  i n c o m e  w i t h i n  t h e  C i t y  

for a p e r m i t  to e x e r c i s e  t h e  p r i v i l e g e  w h i c h  H o m e r  E l e c t r i c  

e x e r c i s e s  w i t h o u t  a n y  p a y m e n t  w h a t s o e v e r .  T h i s  l a c k  o f  a 

c o n t r a c t u a l  r e q u i r e m e n t  b y  t h e  C i t y  to a s s u m e  t h e  r e s p o n s i b i l i t y  

or l i a b i l i t y  for a n y  r e l o c a t i o n  e x p e n s e s  i n c u r r e d  b y  t h e  u t i l i t y  

b e c a u s e  o f  w o r k  w i t h i n  t h e  c i t y  r i g h t - o f - w a y  m a k e s  12 M c U u i l l i m  

M u n i c i p a l  C o r p o r a t i o n s ,  S e c t i o n  3 A . 7 2  v e r y  a p p l i c a b l e :



" T h e  g r a n t e e  of a f r a n c h i s e  to u s e  t h e  s t r e e t s  t a k e s  it 

s u b j e c t  to t h e  r i g h t  o f  t h e  m u n i c i p a l i t y  to m a k e  p u b l i c  

i m p r o v e m e n t s  w h e n e v e r  and w h e r e v e r  t he p u b l i c  i n t e r e s t s  

d e m a n d s ,  a n d  if t h e  i m p r o v e m e n t  c a u s e s  i n j u r y  to t h e  

c o m p a n y ,  as b y  r e q u i r i n g  it to r e l a y  or c h a n g e  t h e  l o c a t i o n  

o f  i ts p i p e s ,  t r a c k s ,  or p o l e s ,  or o t h e r w i s e ,  t h e  g r a n t e e  c f  

t h e  f r a n c h i s e  c a n n o t  r e c o v e r  d a m a g e s  f r o m  a m u n i c i p a l i t y  
t h e r e f o r . "

In t h i s  s a m e  s e c t i o n  it g o e s  on to s t a t e  t h a t  t h e  d a m a g e s  m a y  be 
r e c o v e r e d  f r o m  a m u n i c i p a l i t y :

" I f  t he s t a t u t e s  or t h e  c h a r t e r  o f  a m u n i c i p a l i t y  p r o v i d e  

f or a r e c o v e r y  o f  d a m a g e s  r e s u l t i n g  f r o m  the g r a d i n g  or 
c h a n g i n g  of g r a d e  o f  a s t r e e t . "

In S e c t i o n  3 4 . 7 4  a o f  M c Q u i l l i m ,  it is s t a t e d  t h a t :

" T h e  f u n d a m e n t a l  c o m m o n - i a w  r i g h t  a p p l i c a b l e  to f r a n c h i s e s  

in s t r e e t s  is t h a t  t h e  u t i l i t y  c o m p a n y  m u s t  r e l o c a t e  its 

f a c i l i t i e s  in p u b l i c  s t r e e t s  w h e n  c h a n g e s  a r e  r e q u i r e d  by 

p u b l i c  n e c e s s i t y .  A c c o r d i n g l y ,  it is g e n e r a l l y  h e l d  t h a t  

t h e  m u n i c i p a l i t y  m a y  r e q u i r e  a c h a n g e  in t he l o c a t i o n  of 

p i p e s  o r  o t h e r  u n d e r g r o u n d  f a c i l i t i e s  o f  t h e  g r a n t e e  o f  t h e  

f r a n c h i s e ,  w h e r e  p u b l i c  c o n v e n i e n c e  or s e c u r i t y  r e q u i r e  it, 
e v e n  at t he g r a n t e e ' s  o w n  e x p e n s e , . . . "

In t he s a m e  s e c t i o n  it is s t a t e d  t h a t  !.he c o i n m o n - l a w  d u t y  o f  the 

u t i l i t y  to r e l o c a t e  its f a c i l i t i e s  at i t s  o w n  e x p e n s e  w h e n  p u b l i c  

c o n v e n i e n c e  or n e c e s s i t y  so r e q u i r e s :

" m a y  be c h a n g e d  b y  c o n t r a c t  b e t w e e n  t h e  u t i l i t y  a n d  a 

m u n i c i p a l i t y  so t h a t  r e l o c a t i o n  e x p e n s e s  a r e  b o r n e  b y  the

m u n i c i p a l i t y , or m a y  be c h a n g e d  by s t a t u t e  so tha t

r e l o c a t i o n  e x p e n s e s  in c e r t a i n  c a s e s  a r e  b o r n e  b y  t h e  S t a t e "  
[ e m p h a s i s  s u p p l i e d ]

S i n c e  t h e r e  is n o t h i n g  in s t a t e  law, n o r  b y  c o n t r a c t ,  n o r  by

l e g i s l a t i o n ,  n o r  b y  c o u r t  o r d e r  w h i c h  w o u l d  r e q u i r e  t h e

m u n i c i p a l i t y  of K e n a i  to b e a r  s u c h  r e l o c a t i o n  e x p e n s e s ,  n o r  d o e s  

the c h a r t e r  o f  K e n a i  so r e q u i r e ,  t h e r e  e x i s t s  no b a s i s  u p o n  w h i c h  

to a s s e s s  e i t h e r  t h e  C i t y  o f  K e n a i  d i r e c t l y  or its c i t i z e n s  

i n d i v i d u a l l y  d i r e c t l y  o r  i n d i r e c t l y  f o r  t h e  c o s t s  o f  r e l o c a t i o n s  

r e q u i r e d  to a c c o m m o d a t e  m u n i c i p a l  c o n s t r u c t i o n  p r o j e c t s .  A n y  

r e q u i r e m e n t s  to t h e  c o n t r a r y  w o u l d  be a r b i t r a r y ,  c a p r i c i o u s  a n d  

u n r e a s o n a b l e  a n d  in d e r o g a t i o n  of t h e  c o m m o n - i a w ,  p r e s e n t  s t a t e  

law, c o n t r a c t  l a w  a n d  t h e  i n t e n t  o f  o u r  s t a t e  l e g i s l a t i v e  b o d y .
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The l a c k  o f  a n y  c o n t r a c t u a l  o b l i g a t i o n  is a p p a r e n t  f r o m  a r e a d i n g  

of  t h e  c o n t r a c t  e n t e r e d  p u r s u a n t  to O r d i n a n c e  No. 1 9 9 - 7 1  w n i e h  is 
a t t a c h e d  h e r e t o  a n d  c o n s i s t s  of 24 p a g e s  a n d  is d e s i g n a t e d  as 

E x h i b i t  2. T h e  C o m m i s s i o n ' s  a t t e n t i o n  is s p e c i f i c a l l y  d r a w n  to 

p a g e  n u m b e r  12, S e c t i o n  9 - 3  r e g a r d i n g  r e l o c a t i o n s .  T h i s  d o c u m e n t  

is a l s o  t h e  s u b j e c t  o f  p r e s e n t  l i t i g a t i o n  b e t w e e n  t h e  C i t y  of 

K e n a i  a n d  H E A  w h i c h  is d i s c u s s e d  e l s e w h e r e  in t h i s  c o m m u n i c a t i o n .

As p r e v i o u s l y  n o t e d ,  t h e r e  e x i s t s  l i t i g a t i o n  in t h e  S u p e r i o r  

C o u r t  for t h e  S t a t e  o f  A l a s k a ,  T h i r d  J u d i c i a l  D i s t r i c t  at K e n a i  

c a p t i o n e d  H o m e r  E l e c t r i c  A s s o c i a t i o n ,  I n c .  P l a n t i f f  v. C i t y  of 

K e n a i  M u n i c i p a l  C o r p o r a t i o n ,  D e f e n d a n t ,  C a s e  N o .  3 K N - 8 3 - 4 6 1  Cl, 

w h i c h  c o n c e r n s  s o l e l y  t h e  r e s p o n s i b i l i t y  f o r  t h e  c o s t s  o f  

r e l o c a t i o n  a n d  t h e  a m o u n t .  T h e  p r e s e n t  l i t i g a t i o n  w a s  n r e c e e d e d  

b y  a P E T I T I O N  F O R  D E C L A R A T O R Y  R E L I E F  b y  H E A  d a t e d  J a n u a r y  6, 1 9 0 3  

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

T h e  a m e n d e d  c o m p l a i n t  a n d  a n s w e r  t h e r e t o  a r e  a t t a c h e d  to t h i s  

c o m m u n i c a t i o n  a n d  d e s i g n a t e d  as E x h i b i t  3. A g a i n ,  o n l y  a c u r s o r y  

r e a d i n g  o f  t h e  r e l e v a n t  d o c u m e n t s  is n e e d e d  to a s c e r t a i n  t h a t  t h e  

s o l e  t h r u s t  o f  t h e  c o m p l a i n t  is to b u r d e n  t h e  m u n i c i p a l i t y  o f  
K e n a i  w i t h  r e l o c a t i o n  c o s t s .

T h e  a t t e m p t  o f  H E A  to b u r d e n  t h e  C i t y  w i t h  r e l o c a t e  c o s t s  is

e v i d e n c e d  b y  t h e i r  u n s u c c e s s f u l  a t t e m p t  to h a v e  S B  67 p a s s e d .  In

s u p p o r t  o f  t h a t  b i l l ,  f i n d  a t t a c h e d  a l e t t e r  f r o m  H E A ' s  a t t o r n e y  

d a t e d  M a r c h  18, 1 9 8 3  a n d  m a r k e d  as E x h i b i t  1, i n d i c a t i n g  

r e l o c a t i o n  c l a i m s  a g a i n s t  t h e  C i t y  in t h e  a m o u n t  o f  $ 1 5 0 , 0 0 0  

w h i c h  m a y  g i v e  s o m e  i n d i c a t i o n  o f  t h e  m a g n i t u d e  of a s s e s s m e n t s  

th a t  w o u l d  be l e v i e d  a g a i n s t  the i n d i v i d u a l  c i t i z e n s  of the 

m u n i c i p a l i t y  s h o u l d  t h e y  b e  g r a n t e d  t h e  r e l i e f  t h e y  a r e  

r e q u e s t i n g .  S i m i l a r  l e g i s l a t i o n  f a i l e d  in t h e  1 9 8 2  l e g i s l a t u r e .

It is t h e  C i t y ' s  p o s i t i o n  t h a t  h a d  t h a t  l e g i s l a t i o n  p a s s e d  or if 

t h e  p r e s e n t  r e l i e f  w e r e  g r a n t e d  it w o u l d  b e  in v i o l a t i o n  of AS 

4 2 . 0 5 . 3 9 1  in t h a t  it w o u l d  be an u n r e a s o n a b l e  p r e f e r e n c e  nr 

a d v a n t a g e  a n d  c r e a t e  an u n r e a s o n a b l e  d i f f e r e n c e  as to r a t e s  as 

b e t w e e n  l o c a l i t i e s  s e r v e d  a n d  c a t e g o r i e s  o f  c u s t o m e r s  all to t h e
d e t r i m e n t  o f  t h o s e  w i t h i n  m u n i c i p a l i t i e s .

W h e r e  s t a t e  r i g h t s - o f - w a y  a r e  c o n c e r n e d  A S  1 9 . 2 5 . 0 2 0  s p e c i f i c a l l y  

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

c o n s t r u c t i o n  a r e  to b e  p a i d  by t h e  s t a t e .  O b v i o u s l y ,  t h e  

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



W i t h o u t  l e g i s l a t i o n  s u c h  as 5 0  67 it is t h e  C i t y ' s  p o s i t i o n  t h a t  

t h e  r i g h t s  o f  t h e  p u b l i c  a r e  p a r a m o u n t  a n d  t h e  C i t y  is w i t h o u t  

p o w e r  to a c c o m m o d a t e  H E A  e v e n  if it w a n t e d  to. A s  s t a t e d  by 39 

A m  J u r  2d, H i g h w a y s ,  S t r e e t s ,  a n d  B r i d g e s ,  S e c t i o n  2 7 3 :

"A m u n i c i p a l  c o r p o r a t i o n  h a s  no r i g h t  d i r e c t l y  or i n d i r e c t l y  

to b u r d e n  i t s e l f  or its c i t i z e n s  w i t h  t h e  c o s t  o f  r e m o v i n g  

a n d  r e p l a c i n g  t h e  s t r u c t u r e s  a n d  a p p l i a n c e s  of p u b l i c  

s e r v i c e  c o m p a n i e s  t h a t  m a y  n e . a e s s a r i  1 y b e  i n t e r f e r e d  w i t h  in 

l a y i n g  s e w e r s  in t h e  s t r e e t s , . . . "

In the s a m e  s e c t i o n ,  it is a l s o  s t a t e d :

" w i t h  r e s p e c t  to m u n i c i p a l l y  o w n e d  p u b l i c  s e r v i c e  c o m p a n i e s ,  

it is g e n e r a l l y  h e l d  t h a t  t h e  m u n i c i p a l i t y  is a c t i n g  in a

p r o p r i e t a r y  a n d  not a g o v e r n m e n t a l ,  c a p a c i t y ,  a n d  is

t h e r e f o r e  r e s p o n s i b l e  for tlae c o s t  o f  r e m o v a l  or r e l o c a t i o n  

o f  i ts s t r u c t u r e s  a n d  a p p l i a n c e s  w h e n  r e q u i r e d  for h i g h w a y  

p u r p o s e s . "

T h e  l a t t e r  s t a t e m e n t  c o r r e c t l y  d i s t i n g u i s h e s  b e t w e e n  a u t i l i t y  

s e r v i c e  o w n e d  b y  a m u n i c i p a l i t y  as a " p r o p r i e t a r y "  a c t i v i t y  a n d  

not a " g o v e r n m e n t a l "  a c t i v i t y ,  a n d  it c a n  h a r d l y  be a s s u m e d  t h e n  

t h e  s a l e  o f  t h e  p r o p r i e t a r y  f u n c t i o n  t h e  m u n i c i p a l i t y  i n t e n d s  to 

g i v e  up a n y  o f  its g o v e r n m e n t a l  p o w e r s .

T h e  a b o v e  q u o t e d  39 A m  3 u r  2d at S e c t i o n  2 3 2  is in a c c o r d  w i t h

t he C i t y ' s  p o s i t i o n  w h e r e i n  it s t a t e s :

" R i g h t s  a n d  s t r e e t s  or h i g h w a y s  g r a n t e d  to i n d i v i d u a l s  or 

c o r p o r a t i o n s  a r e  at a l l  t i m e s  h e l d  in s u b o r d i n a t i o n  to the 

s u p e r i o r  r i g h t s  o f  t h e  p u b l i c .  T h e  g r a n t e e  L a k e s  t h e m  

s u b j e c t  to the p a r a m o u n t  r i g h t  o f  t h e  p u b l i c  a u t h o r i t i e s  to 

g r a d e  a n d  i m p r o v e  t h e  w a y  a n d  to m a k e  o u c h  r e q u i r e m e n t s  a n d  

r e g u l a t i o n s  as a r e  n e c e s s a r y  a n d  r e a s o n a b l e  in o r d e r  m a k e  it 

s u i t a b l e  o n d  c o n v e n i e n t  for t h e  u s e  o f  t h e  t r a v e l l i n g  

p u b l i c ,  a n d  t he g r a n t e e  m a y  b e  r e q u i r e d  to a b a n d o n  t h e  u s e  

g r a n t e d ,  or to r e m o v e  or c h a n g e  t h e  l o c a t i o n  o f  s t r u c t u r e s  

e r e c t e d  u n d e r  t he g r a n t y w h e n  d e m a n d e d  by t h e  p u b l i c  

n e c e s s i t y ,  c o n v e n i e n c e ,  or w e l f a r e .  T h i s  p o w e r  o f  t h e  

p u b l i c  a u t h o r i t y  c a n n o t  be l i m i t e d  h y  c o n t r a c t ." L e m p h a s i  a 

s u p p  1 1 cd J
It is the C i t y ' s  posit -.on t h a t  it w o u l d  be i n a p p r o p r i a t e  for the 

A P U C  to d o  e i t h e r  i n d i r e c t l y  or d i r e c t l y  t h a t  w h i c h  t h e  C i t y  is 

not e m p o w e r e d  to do e s p e c i a l l y  w h e n  o n e  a p p l i e s  the r u l e  s t a t e d  

in t h e  a b o v e  c i t e d  v o l u m e  o f  39 A m  J u r  2 d  at S e c t i o n  2 2 3  that 

s t a t e s  t h a t :

I*
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" A s  a g e n o r a l  r u l e ,  e v e r y  g r a n t  in d e r o g a t i o n  o f  t h e  r i n h t  

o f  the p u b l i c  to t h e  u s e  o f  t h e  s t r e e t s  w i l l  lie c o n s t r u e d  

s t r i c t l y  a g a i n s t  t h e  g r a n t e e  a n d  in f a v o r  of t h e  p u b l i c . "

U n f o r t u n a t e l y ,  it a p p e a r s  t h a t  t h e  c o m m i s s i o n  i t s e l f  m a y  h a v e  

p r e c i p i t a t e d  t h e  p r e s e n t  f i l i n g  b y  H E A  in t h e i r  c o m m u n i c a t i o n  of 

J u n e  3, 1 9 8 3  to C o u n c i l  w h e r e  it is s u q g e s t e d  t h a t  H E A  " . . . s h o u l d  

c o n s i d e r  f i l i n g  a s p e c i a l  t a r i f f  tn a u t h o r i z e  c o l l e c t i o n  o f  t h e  

u n r e i m b u r s e d  c o s t s  o f  a n y  m u n i c i p a  1 1 y - d i r e c t e d  r e l o c a t i o n  as a 

s u r c h a r g e  on t h e  b i l l s  o f  c u s t o m e r s  r e s i d i n g  w i t h i n  t h e  p o l i t i c a l  

b o u n d a r i e s  o f  t h e  C i t y  o f  K e n a i .  T h e  C i t y  t a k e s  e x c e p t i o n  to 

t h i s  p o s i t i o n  a n d  a l s o  to a n y  i n f e r e n c e  c o n t a i n e d  in the n e x t  

p a r a g r a p h  o f  t he l e t t e r  t h a t  w o r l d  i n f e r  t h a t  t h e  C i t y  o f  K e n a i  

n e g o t i a t e  a w a y  i ts i m m u n i t y  for h a v i n g  to p a y  r e l o c a t i o n  c o s t s  in 
a n y  f r a n c h i s e  or p e r m i t  a g r e e m e n t .

The a r g u m e n t s  b e i n g  m a d e  b y  H E A  b e f o r e  t h i s  C o m m i s s i o n ,  the 

l e g i s l a t u r e  a n d  in t h e  c o u r t s  a r e  not n e w  b u t  s e e m  to b e  m a d e  

m o r e  f r e q u e n t l y  a l o n g  w i t h  o L h e r  a r g u m e n t s  n a t i o n a l l y  as s h o w n  by 

t h e  c o m m u n i c a t i o n s  w i t h  N I M I O  a n d  a c o p y  of C h e s a p e a k e  a n d  

P o t o m a c  T e l e p h o n e  C o m p a n y  o f  V i r g i n i a  vs. L a n d r i e s  6 / 4  f e d  S e c o n d  

2 9 8  ( 1 9 8 2 )  a t T a c h e d  as E x h i b i t  A, in .which t h e  c o u r t j  h a v e  q o n e  

so far as to d e c l a r e  u t i l i t i e s  " d i s p l a c e d  p e r s o n s "  s o  th a t  t h e y  

c a n  be r e i m b u r s e d  for a f a c i l i t y  r e l o c a t i o n .  H o p e f u l l y ,  t he 

d e c i s i o n  o f  the C o m m i s s i o n  w i l l  nut be c i r c u i t o u s  or t o r t u r e d  in 

i t s  r e a s o n i n g  n o r  a r b i t r a r y ,  c a p r i c i o u s  a n d  u n r e a s o n a b l e  in 

a p p l i c a t i o n  but w i l l  f o l l o w  t h e  c o m m o n - i a w  as w e l l  as t h e  b e t t e r  

r e a s o n e d  a n d  m a j o r i t y  c a s e  l a w  a n d  a p p l i c a b l e  A l a s k a  S t a t u t e s  as 

w e l l  as t h e  i n t e n t  o f  o u r  last t w o  s t a t e  l e g i s l a t i v e  b o d i e s .

In t h e  a l t e r n a t i v e ,  t h e  C i t y  w o u l d  r e q u e s t  t h a t  in v i e w  o f  t h e  

C o m m i s s i o n 's p r e v i o u s  d e c . s i o n  not to t a k e  j u r i s d i c t i o n  o f  t h e  

c o n t r o v e r s y  b e t w e e n  H E A  a n d  the C i t y  i n s o f a r  as r e l o c a t i o n  c o s t s ,  
t h a t  it a l s o  d e c l i n e  to d i r e c t l y  a s s e s s  t h e  c i t i z e n s  o f  K e n a i  

i n d i v i d u a l l y , - at l e a s t  u n t i l  t h o  c o u r t s  d e c i d e  t h e  u l t i m a t e  

r e s p o n s i b i l i t y  for r e l o c a t i o n  c o s t s  in o r d e r  that c o n f l i c t i n g  

d e c i s i o n s  n ot b e  r e a c h e d  b y  t h e  c o u r t s  o n  o n e  h a n d  a n d  an 
a d m i n i s t r a t i v e  b o d y  on t h e  o t h e r .

W h i l e  H E A  m a y  d r a w  a d i s t i n c t i o n  b e t w e e n  a d i r e c t  a s s e s s m e n t  to 

t h e  c i t i z e n s  of K e n a i  v e r s u s  an i n d i r e c t  a s s e s s m e n t  by a l e v y  o n  

t h e  g o v e r n m e n t a l  a n d  t a x i n q  a u t h o r i t y  f o r  t h e  C i t y  o f  K e n a i ,  t h e  
C i t y  d o n s  not d r a w  s u c h  a d i s t i n c t i o n .  A n y  a s s e s s m e n t  a g a i n s t  

t h e  C i t y  w o u l d  b e  p a s s e d  o n  to t h e  c i t i z e n s  o f  K e n a i  by 

a s s e s s m e n t  or t a x e s  or d e c r e a s e d  s e r v i c e s ,  f a c i l i t i e s  or 

i m p r o v e m e n t s .  T h e  u l t i m a t e  d e e p  p o c k e t  r e m a i n s  t h e  s a m e ;  I h e



i n d i v i d u a l  c i t i z e n .  W h e n  o n e  r e m e m b e r s  that t he m u n i c i p a l i t i e s

Ke°Vc ^ v S'nrd ‘t'ha. II T M " *  lhe.]y an, thal taxes should he spread on as larne a base a- 

r e q u e s t e d  i‘ ^  " "

' I
R e s p e c t  f u l l y  s u b m i t t e d ,

“ • / / ,  \  /
■Y

Tim Rogers 
City Attorney

TR/dg
e n c l o s u r e s !

cc: C. R. Baldwin

Goo ; - 3 u*jl m i Wulit.
l-f'crn. r̂

VMM I (;̂ 'l| 2lip
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E X H I D I T  1

M a r c h  1 G . 1 9 3 3

S e n a t o r  D o n  G i l m a n  

P o u c h  V, M a i l  S t o p  3 1 C 0  

J u n e a u ,  A l a s k a  9 9 8 1 1

/
R e :

D e a r  D o n :

I n o t e  t h a t  t h e  a b o v e  b i l l  i s  n o w  i n . t h e  C o m m u n i t y  

a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e .  P l e a s e  g i v e  s e r i o u s  

c o n s i d e r a t i o n  t o  a f a v o r a b l e  r e p o r t  t o  t h e  b i l l .  H o m e r  

E l e c t r i c  h a s  g o t t e n  i n t o  a r e a l  b i n d  w i t h  t h e  C i t y  o f  K e n a i  

d u e  t o  t h e  s i g n i f i c a n t  i n c r e a s e  i n  r o a d  c o n s t r u c t i o n  w h i c h  

h a s  b e e n  f u n d e d  p r i m a r i l y  b y  t h e  S t a t e .  T h e  C i t y  h a s  n o t  
a l l o c a t e d  a n y  p o r t i o n  o f  t h o s e  p r o c e e d s  t o  t h e  c o s t s  o f  

r e l o c a t i n g  u t i l i t i e s  a n d  h a s  c a l l e d  u p o n  H o m e r  E l e c t r i c  t o  

m o v e  t h e  u t i l i t i e s  a n d  t o  b e a r  t h e  c o s t s .  O b v i o u s l y  t h e  c o s t s  

d o n ' t  g o  a w a y  t h e y  j u s t  s p r e a d  o v e r  a l a r g e r  r a t e  b a s e .  

F o r t u n a t e l y  t h e  r e s t  o f  t‘ _ i t i e s  o n  t h e  P e n i n s u l a  h a v e  

n o t  t a k e n  t h i s  p o s i t i o n  b u t  j u s t  a  q u i c k  r e v i e w  o f  t h e  C o m m o n  

Lav; c o n v i n c e s  m e  t h a t  t h e y  m i g h t  b e  w i t h i n  t h e i r  l e g a l  r i g h t s  
t o  d o  s o .

A t  t h e  p r e s e n t  t i m e  t h e  c l a i m  b y  H E A  a g a i n s t  t h e  

C i t y  is w e l l  o v e r  5 1 5 0 , 0 0 0 . 0 0 ,  a n d  t h e  m a t t e r  i s  b e i n g  

d e t e r m i n e d  b y  t h e  P u b l i c  U t i l i t i e s  C o m m i s s i o n  w h i c h  h a s  

j u r i s d i c t i o n  o v e r  t h e  p u r c h a s e  c o n t r a c t  b e t w e e n  H E A  a n d  t h e  

C i t y .  A n y  d e t e r m i n a t i o n  b y  t h e  P U C  w i l l  n o t  a f f e c t  t h e  

r e l a t i o n s h i p  o f  H E A  w i t h  t h e  o t h e r  c i t i e s  b e c a u s e  b a s i c a l l y  
t h e  P U C  i s  o n l y  b e i n g  a s k e d  t o  i n t e r p r e t  t h e  c o n t r a c t  u n d e r  
w h i c h  H E A  is p u r c h a s i n g  t h e  o l d  K C L  s y s t e m .

I t  m a k e s  m o r e  s e n s e  a n d  w i l l  b e  l o s s  e x p e n s i v e  i n  t h e  

l o n g  r u n  i f  t h e  c i t i e s  w i l l  f u n d  t h e  c o s t s  o f  r e l o c a t i o n  

u o  f r o n t  i n s t e a d  o f  r e q u i r i n g  t h e  U t i l i t i e s  t o  d o  t h e  w o r k ,  

a d v a n c e  t h e  m o n e y ,  a n d  t h e n  a t t e m p t  a t  s o m e  l a t e r  d a t e  t o



I
S e n a t o r  D o n  G i l m a n  
M a r c h  18 ,  19e3 
P a g e  T w o

c o l l e c t  t h a t  m o n e y  t h r u  a  r a t e  i n c r e a s e .

T h a n k s  f o r  y o u r  a t t e n t i o n  t o  a s u b j e c t  \-rhich i s  a  v i t a l  
c o n c e r n  t o  H o m e r  E l e c t r i c .

V e r y  t r u l y  y o u r s

C .  R. B A L D W I N

C R B / h s

c c : 5. K e n t  W i c k ,  G e n e r a l  M a n a g e r

H o m e r  E l e c t r i c  A s s o c i a t i o n ,  I n c .

S e n .  P a u l  F i s c h e r  

R e p .  M i l o  F r i t z  

P.ep. H u g h  M a l o n e  

R e p .  B e t t e  C a t o
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EXHIBIT 2

CIT Y  OF K E N A I , A L A S K A  

O R D I N A N C E  NO. 199-71

■ r'r̂.T- ■ ■—r* 'VTT&rz

A N  O R D I N A N C E  of the C i t y  of Kenai. Alaska, p r o v i d i n g  
for the s u b m i s s i o n  to the q u a l i f i e d  elec tors 
of the C i t y  at a s p ecial e l e c t i o n  to be held 
th erein on 3 Au gust, 1971 of a p r o p o s i t i o n  
of w h e t h e r  the C i t y  sn o u l d  ent er i nto an a g r e e­
me n t  w i t h  Hom e r  E l e c t r i c  A s s o c i a t i o n ,  Inc. w h i c h  
wou l d  pr o v i d e  for the o p e r a t i o n  of the C i t y ' s  
el e ctric  s y s t e m  by Hom e r  E l e c t r i c  Asso c i a t i o n ,
Inc. and w o u l d  further p r o v i d e  for the transfer 
of. the o w n e r s h i p  of th e electrical, system fro m  
the C i t y  to Hom e r  E l e c t r i c  Asso c i a t i o n ,  Inc. 
upo n  the s u c c e s s f u l  c o n s u m a t i o n  of the a g r e e m e n t  • . ■
and w o u l d  a u t h o r i z e ,  as a part of such agreement, 
a franc h i s e  or p e r m i t  w h e r e i n  Homer E l e ctric 
Ass o c i a t i o n ,  Inc. w o u l d  be a u t h o r i z e d  to construct,' 
direct, o p e r a t e  and m a i n t a i n  in, upon, along, 
across, above, o v e r  a n d  und e r  the streets, alleys, ■, ■ ■ 
p u b l i f  w a y s  and pu b l i c  p l a c e s  now laid out or' 
d e d i c a t e d  and all e x t e n s i o n s  thereof and a d d i t i o n s  
thereto in the City, pcles, wires, cables, 
un d e r g r o u n d  conduits, m a n h o l e s  and oth e r  e l e c t r i c  
fixtures n e c e s s a r y  or pr o p e r  for the m a i n t e n a n c e
and o p e r a t i o n  in the C i t y  of an e l e ctric  ___
d i s t r i b u t i o n  s y s t e m  and w i r e s  c o n n e c t e d  t h e r e w i t h  
and d e c l a r i n g  an emergency.

WHER EAS, the C i t y  has e s t a b l i s h e d  and is p r e s e n t l y  m a i n t a i n -
• I.

ing and o p e r a t i n g  a m u n i c i p a l  e l e c t r i c  pow e r  system, and in c o n n e c t i o n  

there w i t h  own s  and o p e r a t e s  p r o p e r t i e s  for the pu rchase, transmission, 

distribution, supply and cole of e l e c t r i c  power and energy; and is 

e n g a g e d  in tho b u s iness of c elling a n d  s u p p l y i n g  elec t r i c  power and 

en e r g y  to residential, c o m m e r c i a l ,  i n d u s t r i a l  and g o v e r n m e n t a l  c o n­

sumers w i t h i n  and abo u t  the C i t y  of Kenai, Al aska; and

WHEREAS, Hom er E l e c t r i c  A s s o c i a t i o n ,  Inc. (hereinafter 

ca l l e d  "HEA"), as an ele ct r i c  c o o p e r a t i v e  c r e a t e d  and e x i s t i n g  under 

the laws of the State of Al a s k a ,  engages, among o t h e r  u t i l i t y  a c t ivities, 

in the bus in e s s  of purc h a s i n g ,  t r ansmitti ng , di s t r i b  '.ting, supplying, 

and selling electric e n e r g y  w i t h i n  tho Sta t e  of Alaska; and

-  1 -



WHEREAS, H E A 1 s e l e c t r i c a l  sy s t e m  is or can  be int e r­

con n ected w i t h  the s y s t e m  of the C i t y  for the p u rpose of furnishing 

st andby e l e c t r i c  power; and

WHEREAS, the C i t y  C o u n c i l  of the C i t y  of Kenai ("Cou n c i l 1 ) 

deems that the o p e r a t i o n  by HEA of C i t y ' s  e l e c t r i c  system would 

be b e n e f i c i a l  to the C i t y  and to C i t y ' s  u s e r s  and consumers of 

el e c t r i c  energy; and

WHER EAS , the C o u n c i l  has r e s olved that such o p e r a t i o n  

of the Ci t y ' s  e l e c t r i c  s y s t e m  can be a c c o m p l i s h e d  by m e a n s  of 

an o p e r a t i n g  a g r e e m e n t  b e t w e e n  the C i t y  and HEA; and

WHEREAS', the Bo a r d  of D i r e c t o r s  of HEA has d e t e r m i n e d

that it is to the i n t e r e s t  of H E A  that an a g r e e m e n t  should be 

e n tered into for th e o p e r a t i o n  of th e Ci t y ' s  e l e c t r i c a l  system 

under the terms and c o n d i t i o n s  h e r e i n a f t e r  set forth; and

WHEREAS, the p a r t i e s  h a v o  r e a c h e d  a b a s i c  u n d e r s t a n d i n g  

c o n c e r n i n g  the terms and c o n d i t i o n s  r e l a t i v e  to the transfer cf 

tho o p e r a t i o n  and m a n a g e m e n t  of the e l e c t r i c  s y s t e m  to HEA and 

the c o n v e y a n c e  of the C i t y ' s  e l e c t r i c a l  sy s t e m  to HEA and the 

Ci t y  C ouncil d e s i r e s  to have the v o t e r s  a p prove their ent r y  into

C ••
such A g r e e m e n t  w i t h i n  the g u i d e l i n e s  set forth heroin; and

W HEREAS, the Board of D i r e c t o r s  of HEA d e s i r e  to have

a fra nc h i s e  or pe r m i t  to o p e r a t e  w i t h i n  the City of Kenai and

the C oun ci l has r e s o l v e d  that such a f r a n c h i s e  or per m i t  should 

be g r a n t e d  as is m o r e  ful ly set forth hereinafter; and

WHEREAS, tho c h arter of the Cit y  r e q uires that the q u e s t i o n  

of w h e t h e r  the C i t y  sh o u l d  e n t e r  into the A g r e e m e n t  for the 

op e r a t i o n  anil trans f e r  of its e l e c t r i c  sy s t e m  to H EA and w h e t h e r

as a part of such A g r e e m e n t  a f r a n c h i s e  or p e r m i t  to o p e r a t e

an e l e c t r i c a l  d i s t r i b u t i o n  s y s t e m  should b e  g r a n t e d  to H E A  

should be submitted to the q u a l i f i e d  e l e c t o r s  of the C i t y

for their r a t i f i c a t i o n  or rejection;

- 2 -
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1. The "System" means all tangible properties and 

property rights which, (as o £ the effective date of the Agreement) 

are being used by the City for, or are useful for, the transmission 

and distribution of electric energy and power within the limi.a 

of the City ana in such area adjacent thereto as may be presently 

served by said System. Said tangible property shall include 

real property, rights-of-way, easements, poles and pole lir.es, 

crossarms, sub-stations, transformers, station equipment, 

meters, and other tangible property of every lind and description 

which are now used, owned and operated by the City in the 

operation of said System, together with any and 11 additions, 

betterments, improvements and extensions thereof which may hcraaftor 

be acquired and made a part of said System under tho terms of 

this agreement; the System shall also include all rights and obligation! 

which the City shall have under that certain contract existing 

between the City and Consolidated Utilities, Ltd., dated September 

11, 19C3, covering the generation by Consolidated ar.d the purchase 

by the City of electric energy. The aforosaid definition of tho 

System shall not include cash in the Revenue Fund of the System 

as of the effective date of the agreement, nor shall it include 

any of the funds, securities, investments or assets ir. any of 

the Bond Redemption Funds or Reserve Accounts of the Bond Redemption 

Funds or any sinking fund pertaining thereto, provided, however, 

that funds, securities, investments or assets in any such Bond 

Redemption Funds, Reserve Accounts or sinking funds shall be held 

and applied by the City for tho purpose of redeeming Electric 

I.ight and Rower Bonds of thu City as herein defined in accordance
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with the provisions of said bonds and tho ordinances of the City.

2. "Outstanding Ecr.ds" shall mean the City of Kenai,

Alaska Electric Light and Power Revenue Donds issued as follows: 

the 1963 City of Kenai, Alaska, Electric Light and Power Revenue 

Donds in the original principal amount of $425,000, authorized 

by Ordinance No. 54 of the City, passed and approved on October

10, 1963; the City of Kenai, Alaska, Electric Light and Power Revenue 

Donds, 1964, in the original principal amount cf $25,000, author­

ized by Ordinance No. 70 of tho City, passed and approved on the 

26th day of August, 1964; the Ci",/ of Kenai, Alaska, Electric 

Light and Power Revenue Donds, 1967, in the original principal 

amount of $300,000, authorized by Ordinance No. 124 of the City,

passed and -^proved on September 20, 1967; tho City of Kenai,

Alaska, Electric Light and Power Revenue Donds, 1969, in the original 

princiuui amount of $25,000, authorized by Ordinance No. 174, passed 

and approved February 4, 1970; the City of Kenai, Alaska, Electric 

Light and Power Revenue Donds, 1970, in the original principal 

amount of $275,000, authorized by Ordinance No. 100 of the City,

passed and approved on May 20, 1570. Attached hereto, marked Exhibit

C, is a schedule showing (1) tho total amount of outstanding indebted 

upon each of the afo.•e-aid Electric Light and Power Revenue Dond 

issues, and (2) the amounts of principal and interest payments 

required to bo made each year hereafter upon each such i.isuc of 

revenue bonds from the date hereof tc the final maturity date 

of tho bonds of each such issue.

3. The "Kenai 1963 Electric Light and Power Revenue 

Fund" shall mean the fund of that name created by Ordinance No.

54 into which are paid all gross earnings and revenue derived 

by the City from tho operation of its System and all additions 

and improvements thereto and extensions thereof.



Suction 2. Tho City shall, if approved by the voters, 

at the special election herein provided for, enter into an 

Agreement (hereinafter Agreement) with I!EA which Agreement shall 

provide substantially as follows:

1. For liEA to manage and operate the System for and on 

behalf of the ,”ity of Kenai.

2. For the maintenance of the Kcr.ai 1963 Electric Light 

a?d Power Revenue Fund as a trust fund for the payment of the 

Outstanding Bonds.

3. For liEA to assume and agree to perform all of the 

services and to provide all supplies and materials necessary 

to maintain and operate tho System and for HEA to covenant and 

agree to maintain the System in good condition and repair and 

to meet all of tho covenants heretofore made by the City with 

the holders of the Outstanding Bonds.

4. For HEA to interconnect its existing electrical 

distribution system with that of the City to the extent that 

tho same nay become necessary to provide continuous uninter­

rupted service for the inhabitants of the City of Kenai.

5. Ter HEA to provide for additions, improvements, 

betterments and extensions of tho System which, in its judg­

ment, will provide for the full, complete, efficient operation 

of electric power, light and energy as nay be required front time 

ti time by such consumers ar.d users.

6. For HEA to pay into such accounts as may bo created 

by the Agreement, sufficient sums to pay the Outstanding Bonds, 

maintenance and operation costa, protection of all reserve accounts 

<ind payment of any other necessary costs and expenses for maintaining 

and operating the System and for the payment of any balance to

i



HEA as reimbursement for wholesale power costs (as defined ir. 

the A g r e ement); its normal costs of maintenance and operation; 

costs of renewals and replacements of the System and additions, 

and betterments thereto and as payment for the services of HEA 

rendered in the management and operation of the System.

7. For HEA to pay to the City upon the effective date

of the Agreement (1) a sum in cash equal to the money in value

on such date of the investments in the several reserve accounts 

now held in the several bond funds, (2) a sum in cash sufficient 

to reimburse the City for moneys expended frcm tho City General 

Fund for purposes of the system and (2) a sum u-unl to the value 

of all personal property used in the operation of the System 

which may be payable according to the terms of a negotiable note 

in equal monthly installments to bear interest at tho rate of

6". per annum upon diminishing balances.

8. For HEA to account to the City for the operations

of the System during each month it operates the System, includ­

ing an itemized statement of all receipts and disbursements 

including amounts expended for maintenance, labor cost, a ddi­

tions, improvements, betterments and extensions. The C i t y  

shall reserve the right to inspect books and records of HEA

in so far as they pertain to the operation of the System.

0. For HEA to utilize the same billing policies 

and procedures as havo heretofore pertained to tho operation 

of the System by tho City.

10. For tlio City to grant to 1IEA a franchise or permit 

to operate an nlcctical distribution system within the City

for a period of 30 years from tho effective date of this Agreement.

11. For HEA to make any and all renewals and r e p lace­

ments, extensions, additions, improvements, and betterments



to the Sys*em in accordance with the same standards and criteria 

which HEA would operate its own electric properties and business.

12. For HEA to render an accounting to the City 

each year, showing in reasonable detail all retirements and 

renewals, replacements, additions, betterments, extension

and improvements to the System made during the preceding calendar 

year.

13. For HEA to seek and secure the approval of the 

administrator for the Rural Electrification Administration 

Department of Agriculture, United States of America to the 

Agreement.

Is. For HEA to endeavor to take into its employ 

all of the employees of the City's electrical system, excepting 

supervisory employees, at the same wage scale which are applicable 

to present employees of HEA in the same classification of employment 

and the seniority measurment by their continuous employment 

by the City immediately prior to tho beginning of the Agreement.

15. For ilEA to base a working crew within the City 

sufficient and adequate to properly service the System.

16. For HEA to agree not to discriminate in the sale 

of electrical energy between those who live within the City cf 

Kenai and those who live without the City of Kenai unless there 

is a rational and justifiable cost basis for so doing.

17. For either party to suspend its obligations under 

the Agreement during the time it is prevented from doing so

by force majcure, which means acts of Cod, strikes, acts of 

the public enemy, wars, blockades, insurrections, riots, epidemics, 

'landslides, lightning, earthquakes, fires, storms, floods, washouts, 

arrest and restraints of government and people, civil disturbances, 

explosions, breakdown of machinery or equipment and any other



cause not within the control of the party claiming suspension.

18. For tho City to retain tho right to ter.Tiinate the 

Agreement should HEA become insolvent or become default in any 

of its obligations, or ask for a receiver or file a petition

in bankruptcy or under the reorganization provisions of the 

Bankruptcy Act of the United States.

19. For the City to retain title and ownership cf 

the System until the full performance of the Agreement.

20. For transfer of the System to HEA upon full 

performance of the Agreement according to its terms and upcn 

payment of or provision for payment of all principal and interest 

on all of the Outstanding Bonds.

21. For the Agreement to become effective upon the 

first day of the calendar month after the voters have approved 

the entry by the City Council into tho Agreement and after the 

Agreement shall have been ratified and approved by the Board of 

Directors of HEA and by the Rural Electrification Administration 

of the Department of Agriculture, United States of America 

which ever date shall last occur.

22. For the City to continue to operate the System for 

the sole account and benefit of the City, until the Agreement is 

effective.

23. For such other terms and conditions to be made a 

part of the Agreement as the Council shall deem necessary or 

desirable for the protection of the City and tho System.

Section 3. If the voters approve the entry into the 

Agreement between the City and HEA as hereinabove set forth, 

the City will be obligated to grant a franchise or permit 

to HEA, and HEA desires to have a franchise or permit to operate 

an electrical distribution system during the time tho Agreement

-  3 -



is in force, and thereafter v.-hen the System will be transferred 

to ilEA as provided in the Agreement. The City therefore docs 

grant to HEA, a franchise cr permit to operate an electrical 

distribution system within the City on the terms and conditions 

cot forth hereinafter.

During the time HEA is operating the System and prior 

to the time the System is transferred to liEA, HEA shall maintain 

the System, ind IIEA's system as separate entities, and maintain 

separate books and accounts, and the provisions of this ordinance 

relative to the franchise shall not be applicable to the system 

as distinguished from HEA's system. Following the transfer of tho 

System to HEA, all of the provisions of this ordinance relative to 

tho franchise or permit shall be applicable to any extension of the 

HEA's System into the City.

Section -1. Grant of Authority.

There is hereby granted by the City to HEA the richt 

and privilege to construct, erect, operate and maintain, ir., 

upon, along, across, above, over and under the streets, alleys, 

public ways and public places r.ow laid out or dedicated, ar.d 

all extensions thereof, and additions thereto, in tho City, 

poles, v/ircs, cables, underground conduits, manholes and other 

electric fixtures necessary or proper for the maintenance ar.d 

operation in the City of an electric d i s t r i b u t i o n  system ar.d 

wires connected therewith.

The right to use and occupy said streets, alleys, public 

ways and places for tho purposes herein set forth shall not bo 

exclusive, and tho City reserves the right to grant a similar 

use cf said streets, alloys, public ways and places, to any 

person at any period of this franchise.



Section 5. Compliance with Applicable Lav;s and Ordinances. 

HEA shall, at all times during the life of this franchise, 

be subject to all lawful exercise of the police power by the 

City, and to such reasonable regulation as the City shall hereafter 

by resolution or ordinance provide.

Section G. HEA Liability - Indemnification.

It is expressly understood and agreed by and between 

H EA and the City that HEA shall save the City harmless from all 

loss sustained by the City on account of any suit, judgment, 

execution, claim, or demand whatsoever, resulting from negligence 

on the part of HEA in the construction, operation or maintenance 

of its electric system in the City. The City shall notify HEA's 

representative in the City within ten (10) days after the prosentati 

of any claim or demand, either by suit or otherwise, made against 

tho City on account of any negligence as aforesaid cn the part 

of HEA.

Section 7. Scrv.ee Standards.

HEA shall maintain and operate its plant and system 

and render efficient service in accordance with tho rules and 

regulations a3 are, or may bo, set forth by tho Council as 

provided in Section 5 of this ordinance, or by tho Public Utilities 

Commission of tho State of Alaska.

1. Meter Accuracy. All electric service shall be 

supplied through moturs which shall accurately measure 

the amount of electricity supplied to any consumer.

a. Request for Motor Check. HEA shall at any 

time when requested by a consumer make a test of 

the accuracy of any electrical service motor.

b. Result of Motor Check. If, upon test, it iu 

found that such meter overruns to tho extent of



2 percent or more, HEA shall pay the cost of 

such tests and shall make a refund for overcharges 

collected since the last known date of accuracy 

but for not longer than CO months, on the basis 

of the inaccuracy found to exist at the time of 

the tests. If the meter is found to bo accurate 

or slow or less than 2 per cent fast, the customer 

Shall pay the reasonable cost of such testing,

c. Compulsory Check. Every meter, whether com­

plained cf or otherwise, shall be removed frcm 

service at least once each seven years and thoroughly 

tested for its accuracy. Any meter four.c inaccurate 

upon any tent beyond a tolerance of 2 percent 

shall not be returned to sorvice until eropcrly 

adjusted.

2. Notice of Interruption for Repairs. Whenever it 

in necessary to shut off or interrupt service for tha 

purpose of making repairs, adjustments, or installation, 

HEA shall do so at such time as will cause the least 

amount of inconvenience to its customers, ar.d unless 

such repairs are unforeseen and immediately necessary, 

it shall give reasonable notice thereof to tho consumers. 

S ect ion I). HEA R u l e s .

HEA shall have the authority to promulgate such rules, 

regulations, terms ond conditions governing the conduct of its 

business as shall bo reasonably necessary to enable HEA to ex­

ercise its rights and perform its obligations under this franchise, 

and to assure an uninterrupted service to each and all of its 

cu s t o m e r s . Hue!) rules, regulations, terns ar.d conditions shall 

not he in conflict with the provisions hereof or o: laws of the

n .



State cf Alaska, and shall be subject to approval by the Public 

Utilities Commission of the State of Alaska.

Section 9. Conditions on Street Occupancy.

1. Use. All transmission and distribution structures, 

lines and equipment erected by KEA within tho City 

shall be so located as to cause minimum interference 

with the proper use of streets, alleys and other public 

ways and places, and to cause minumum interference 

with tho rights or reasonable convenience of property 

owners who adjoin any of the said streets, alleys

or other public ways and places.

2. Restoration. In case of any disturbance of pavement, 

sidewalk, driveway or other surfacing, HKA shall,

at its own cost and expense and in a manner approved 

by the City Inspector, replace ar.d restore r.ll paving 

sidewalks, driveway or surface of any street or alley 

disturbed, in as gocd condition as before said work 

was '.'Ommenccd.

3., Relocation. In event that at any time during the 

period of thin franchise the City shall lawfully elect 

to alter, or change tho grade of, any street, alley or 

other public way, J'.EA, upon reasonable notice by the 

City, shall remove, relay, and relocate its poles, 

wires, cables and other electrical fixtures at its own 

e x p e n s e .

<1. Placement of Fixtures. HEA shall not place poles 

or other fixtures where tho same* will interfere with 

any electric lioht, telephone wire or conduit, water 

hydrant or water main, and all such polos or other



fixtures shall be placed at the outer edge of the side­

walk and inside the curb line, and those placed in alleys 

shall be placed close to the line of the lot abutting 

on said alley, and then in such a wanner as not to 

interfere with the usual travel on said streets, alleys 

and public ways.

5. Temporary Removal of Wire for Building Moving.

HEA shall, on the request of any person holding a 

building moving permit issued by the City temporarily 

raise or lower its wires to permit the moving of 

buildings. The enponsc of such temporary removal, 

raising or lowering of wires shall be paid by the 

person requesting the same, and HEA shall have the 

authority to require such payment in advance. HEA 

shall bo given not less than forty-eight hours' 

advance notice to arrange for such temporary wire changes. 

C. Tree Trimming. I'EA shall have the authority to 

trim trees upon and overhanging streets, alleys, 

sidewalks and public places of the City so as to prevent 

the branches of such trees from coming in contact with 

the wires and cables of HEA, all trimming to bo can: 

under the supervision and direction of the City and at 

the expense of HEA.

Section 10. Preferential or Discriminatory Practices 

Prohibited. HEA shall not, an to rates, charges, service facil­

ities, rules, regulations, or in any ether respect, make or grant 

any preference! or advantage to any person, nor subject any person 

to any prejudice or disadvantage, provided that nothing in thin 

franchise shall be deemed to prohibit tho establishment, of a 

graduated scale of charges and classified rate schedules to which

13



any customer coming within such classification would be entitled.

Section 11. Extension Policy. HEA shall file with 

the City Clerk its extension policy as filed, with, and approved 

by, the City Council and the Public Utilities Commission of the 

State of Alaska and HEA shall not make or refuse to make any 

extension except as permitted by this ordinance.

1. Publication. Upon acceptance of this franchise,

HEA at its own expense, shall cause to havo published 

in a newspaper of general circulation in the City its 

extension policy as filed with, and approved by, the City 

Council and the Public Utilities Commission of the 

State of Alaska and shall annually send to each of its 

customers living within the corporate limits of the 

City a copy of such extension policy.

S e c t ion 12. Approval of Transfer. HEA. shall not sell 

or transfer its plant or system to another, nor transfer any 

rights under ehis franchise to another without Council approval.

No sale or transfer shall be effective until the vendee, assignee 

or lessee a-as filed in tho office of the City Clerk an instrument, 

duly executed, reciting tho fact of such sale, assignment or 

lease, accepting the terms of the franchise, and agreeing to 

perform all the conditions thereof.

Section 1 3 . City P.ights in Franchise.

1. City Rules. The right is hereby reserved to tho 

City to adopt, in addition to tho provisio.ns herein 

contained and existing applicable ordinances, such 

additional regulations as it shall find necessary in 

the exercise of the police power, provided that such 

regulations, by ordinance or otherwise, shall not be 

in conflict with the laws of tho State of ,Alaska.

-  14 -



2. Use of System by City. The City shell have the 

right, during the life of this franchise, free of charge, 

where aerial construction exists, of maintaining upon 

the poles of the City within the City limits wire and 

pole fixtures necessary for a police and fire alarm 

system, such wires and fixtures to be constructed and 

maintained to the satisfaction of the City and in 

accordance w ith its specifications.

a. Compliance with HEA Rules,. The City in its 

use and maintenance of such wires an fixtures, 

shall at all times conplv with the rules ond reg­

ulations of HEA so that there may be a minimum 

danger of contact or conflict between the wires and 

fixtures of HEA and the wires and fixtures used

by the City.

b. Liability. The City shall be solely responsible 

for all damage to persons or property arising cut

of tho construction or maintenance of said wires 

and fixtures authorized by this Section and shall 

save IIEA harmless from all claims and demands 

whatsoever arising out of the attachment, m a i n­

tenance, change or removal of said wires and fixtures 

to the poles of IIEA. In case of rearrangement of 

IIEA plant or removal of poles or fixtures the City 

shall save IIEA harmless from any damage to person:: 

or property arising out of tho removal or construction 

of its wires or other fixtures.,

3. Supervision and Inspection. The City shall havo 

the right to supervise all construction or installa­

tion wot!: performed su! joet to the provisions of this

- 13 -



ordinance and to make such inspections as it shall find 

necessary to insure compliance with governing ordinances.

4. Procedure after Termination or Revocation. Upon 

the revocation of this franchise by the Council, or at 

the end of the term of this franchise, the City shall 

have the right to determine whether USA shall continue

to operate and maintain its plant and distributing system 

pending the decisions of the City as to the future 

maintenance and operation of the plant and distribution 

s y s t e m .

5. Right of Acquisition by the City. At the expir­

ation of the term for which this franchise is granted, 

the City, at its election, and upon the payment of an 

amount which shall bo determined by a valuation provided 

by the Alaska Public Utilities Commission or its cucoonsor, 

shall have the right to purchase and take over the property 

of liEA within tho City limits cf Kenai. Upon the exercise 

of this option by the City by the service of an official 

notice upon IIEA to that effect, IIEA shall immediately 

execute such deeds or instruments of conveyance to

the City as shall be required to convey to the City 

title to tho property in fee simple, free from any 

and all liens and encumbrances. IIEA shall make it 

a condition of each contract entered into by it with 

reference to operations under this franchise that the 

contract shall bo subject to the exercise of this 

option by the City and that the City shall have the 

right to be substituted for IIEA as a party to any such 

contract and shall have the right to succeed to all 

privileges ar.d the obligations thereof at its option.



W--

6. Payment to City. HEA shall pay to the City for the 

privilege of operating its system under this franchise

a sum equivalent to  per cent ( I) of the annual

gross operating revenues taken in and received by it

on all retail sales of electricity with the City.

7. Rates. Rates charged by HEA for service 

hereunder shall bo fair and reasonable and designed 

to meet all necessary coots of tho service, including

a fair rate of return on the not valuation of its prop­

erties devoted thereto, under efficient and economical 

management. V.'hcn this franchise takes effect IIEA 

shall havo the authority to charge and collect r.ot 

to exceed the. rates presently in effect or as approved 

by tho Public Utilities Commission of tho State of 

Alaska.

1. Savings to Customers. If during the term of 

this franchiso IIEA purchases electric energy, ether 

than dump or emergency energy, for distribution, 

any savings which accrue to IIEA by reason cf such 

purchase of tho electric energy used in the City 

shall be forthwith passed on to its consumers.

If during tho torn of tho franchise IIEA receiver, 

refunds, or if tho cost to IIEA of providing electric 

service in reduced, by order of any regulatory 

body having competent jurisdiction tho Company shall 

pass on to its customers such refunds or any savings 

resulting therefrom.

0. Records and Reports. The City shall have access 

at all reasonable hours to HEA's plans, contracts, and



engineering, accounting, financial statistical, cus­

tomer and service records relating to the property 

and the operation of IIEA and to all other records 

required to be kept hereunder. Tho following records 

and reports shall be filed with the City Clerk and 

in the local office of IIEA.

1. Rules and Regulations. Copies of such rules, 

regulations, terms and conditions adopted by it 

for the conduct of its business.

2. Meter Chocks. Reports of the results of all 

requested and compulsory meter checks.

3. Gross Revenue. An annual summary report showing 

gross revenues received by IIEA from its operations 

with the City during the preceding year and such 

other information as the City shall request with 

respect to properties ar.d expenses related to HEA 

service within the City.

0. Term of Franchise. The franchise and rights herein 

granted shall take effect and bo in force frcm ar.d after 

the approval by the voters of the City of this franchise 

at a special election to be called and; upon final 

execution ar.d approval of the Agreement between IIEA 

*ar.d the City which is set for*-h hereinabove and; upon 

filing of the required acceptance by lll'.A with the 

City Clerk and shall continue in force and effect 

for a tern of thirty (30) years iron tho effective 

date of the Agreement.

10. Publication Costs. IIEA shall assure the cost 

of publication of this franchise ordinance aa such 

publication is required by law. .* bill for publication
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costs shall be presented to IIEA by the City Treasurer 

upon the Company's filing of acceptance and shall be 

paid at that tine.

11. Penalties. Any violation by I'.EA, its vendee, 

lessee or successors of the provisions of this franchise 

or any material portions thereof, or the failure prcnpt-ly 

to perform any of the provisions thereof, shall be 

cause for the forfeiture of this franchise ar.d all rights 

hereunder and the City, after written notice to IIEA, 

advising of the default and continuation of such 

violation, failure or default for a period of sixty 

(CO) days following said written notice, may declare 

this franchise void.

Section 1'*. A copy of this ordinance shall be filed 

in the office of the City Clerk ar.d subject to public inspection 

for thirty (30) days after it is filed.

Section 15. A public hearing on whether or r.ct this 

ordinance should be adopted shall be held at 3:00 o'clock 

P.M. at City Library 30 Juno, 1971 and the City Clerk is 

hereby directed to give notice of such public hearing by publicatio 

in the Cook Inlet Courier at least one week prior to the time 

set for the hearing.

Section K > . Within two (2) weeks after this ordinance 

has been finally adopted, IIEA must file wit!-, tho City Clerk its 

unconditional acceptance of all terms of the franchise or permit 

as net; forth herein. IIEA further must deposit with the Department 

of Finance of the City, an amount of money estimated by tho city 

Clerk to be adequate to pay all expenses of holding tho special 

election provided for herein.

Section 17^_ Tho preposition of whether or not tho



Cit y  shall be authorized to enter into the Agreement with HEA 

on the terms and conditions set forth herein, or terns and con­

ditions substantially similar thereto, and whether the City shall, 

as a part of such Agreement, adopt the franchise provisions of 

this ordinance, as described hereinabove, shall he submitted 

to the qualified electors of the City at a special election to be 

held therein on 3 Aunust, 1971. Said proposition shall be in the 

following form:

PROPOSITION NO. 1

ELECTRIC LIGHT AND POWER 
OPERATING AND FRANCHISE AGREEMENT

Shall the City of Kenai, Alaska enter into an 
Agreement with Homer Electric Association, Inc.
(HEA) for the operation and management of tho City's 
Electrical distribution system by HEA ar.d if all the 
terms of the Agreement are met, provide for the transfer 
of all of the City's electrical distribution system to 
HEA and will as a part of said Agreement, grant a fran­
chise or permit to HEA to operate and maintain an elcctri 
cal distribution system on the public streets ar.d alleys
and other public places of the City of Kenai, for a
period of thirty (30) years all as is more specifically 
provided in Ordinance tlo. 199. adopted Juno 30, 1971, 
which ordinance is hereby submitted for ratification?

OPERATING AND FRANCHISE ORDINANCE YES . . . / 7

OPEPJVT1NG AND FRANCHISE ORDINANCE NO . . .  / 7

Section 10. Those eligible to vote at said special

election must possess tho following qualifications:

1. They must he at least 19 years of ago.

2. They must be citizens of the United States, and

for at least one (1) year preceding the election citizen: 

of the State of Alaska, and for thirty (30) days immedia­

tely preceding the election residents of the City of 

Kenai, Alaska.

3. They must ho able to read and write the English 

language, a:: proscribed !»v law.
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4. They m ust not be barred from voting by any other 

provision of law.

5. They must be registered in tho manner prescribed 

in Section 6-3, 6-4, 6-5, 6-6, 6-7 and 6-8 of the 

Kenai Code, 1963.

Section 19. For elector or voter registration the 

book will be open daily in the office of the City Clerk, City 

Administration Building, Kenai, Alaska, from 9:00 o'clock A. 11. 

until 5:00 o'clock P.M. daily, except Saturdays, Sundays ar.d 

holidays. Registration shall be closed rive (5) days preceding 

the Special election.

A  duplicate registration index shall be furnished by 

the City Clerk-Registrar to the precinct judges and clerks of 

the election.

Section 30. Notice of this special election shall 

be published or.ee a week for not less than two (3) consecutive 

weeks in a newspaper of general circulation in the City, and 

the first publication thereof shall be not less than fourteen (14) 

days prior to said election date. Said notice shall be published 

in the "Cook Inlet Courier" which is hereby determined to be a 

newspaper of general circulation w« ..hin the City.

Notice of this special election shall also be posted 

on the official City bulletin board in or on the City Administration 

Building and in two (2) other conspicuous places with the City.

Section 21. Tho designated polling places will be the 

City Administration Building, and the Kenai Airport Terminal 

Building. Said polls shall be open from 0:00 o'clock A.M. to 

0:00 o'clock P.M. on. the 3. day of A u g u s t . 1971.

Section 22. The following qualified electors of the



City arc hereby designated ar.d appointed to serve as judges and 

clerks at said special election:

Judges Clerks

Preeinct No. 1 Frances .Meeks , Chairman Frances "ocr.s

Marion Krnnf

Sharon Vour.g

Precinct No. 2 Ncdra Evcnson , Chairman Nodra Ever,son

Louise Carter

Pcnov Movers

If a replacement shall be required for any of the above- 

named officials, such replacement may be appointed at any meeting 

of the City Council.

Section 23. This ordinance shall be published in full 

after its passage not more than four (4) weeks ar.d at least two

(2) weeks before the election hereinabove called is held.

Section 24. An emergency in hereby declared and the rules 

governing the introduction, reading, passage, ar.d approval of this 

ordinance aro hereby suspended and this ordinance will be irmcciatel1,, 

effective upon its passage and approval.

PASSED AMD APPROVED this _£* -1 day of ■’  ,
S

1571.

CITY OF K E N A I , ALASKA

ATTES'J

t! /)r./• *
Dy . V  * ' " * • *<, . .■

Acting City Ciorn •••

Dy
Mayor



WE. THE MEMBERS OF THE KENAI CITY COUNCIL DO HEREBY CERTIFY 
THE RESULTS OF A CANVASS OF THE BALLOTS FOR TliE SPECIAL 
ELECTION OF 3 AUGUST 1071, TO 3E AS FOLLOWS:

OPERATING AND FRANCHISE O R D I N A N C E ............. YES /'JEJ3 ;/

OPERATING ANOCFRANCHISE ORDINANCE ............. NO / ~ 7  " /

/ O' 1

/ L̂ / /

SPOILED BALLOTS / O '  7  CHALLENGED BALLOTS

TOTAL 3ALL0TS CAST

r

••‘Tru /  k
J o i m  F. S t c i i i u c c : ; , Mayor

-JT}:
Cour.eiIv.an Robert a i d e r c  1 d

y* i A/ ’ . */-t ■________
Councilman jai.ic£ ooyiu

Councilman Jaaus Hornauny

fi [

/ Councilman .ire .’.cCrccy

M j J n L
C o u n c i i a a n  R o b e r t  Ncrer.e

•Souyci  j i tan Hugh Maleilc 

->TT!iST:

*-±  j *t S .  . .  ■— - « •
Siiaron o t o r  l ing- '  '
Acting City Clerk
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ELECTRIC LIGHT AHD PC’/ER 
QPERATi;i\r,'l.D VzNENT

Shall the Clay of  Kenai, Alaska enter into an Agreement 
with Homer Electric Association, Inc. (HEA) for the 
operation and management of the City's Electrical 
distribution system by HEA and if all the terms cf the 
Agreement are met, provide- for the transfer or all of 
the City's electrical distribution system to HEA and 
will a3 a part of said Agreenent, grant a franchise 
or permit to HEA to operate and maintain an electrical 
distribution system on the public streets and alleys 
and other public places of the City of Kenai, for a 
period of thirty (30) years all as is more specifically 
provided in Ordinance No. 19° adopted June 30, 1971 , 
whic! ordinance is hereby submitted for ratification?

OPERATING AND FRANCHISE ORDINANCE YES . / . /'

OPERATING AND FRANCHISE ORDINANCE NO / /
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E X H I B I T  3
IN THE SUPERIOR COURT FOR THE STATE OF ALASKA 

IHIRO JUDICIAL DISTRICT 
AT KCNAt

HOMER ELECTRIC ASSOCIATION, 
INC. ,

P 1 a i n t » F f ,

CITY OF KENAI , 
a municipal corporation,

OcFendant .

Case No. 3KN-8J-461 Cl .

ANSWER TO FIRST AMENDED COMPLAINT 
FUH DECLARATORY JtJDUMENI

Cones now Defendant, City of Kenai, a home rule munic­

ipality, organized and existing under the laws of the State of 

Alaska, whose mailing address is as shown in the margin, and 

pleads and alleges as Follows:

I

Defendant admits Paragraph 1 of the above captioned Amended 

Comp 1olnt .

COUNT 1

II

Defendant admits I'nraqraphs 2, 3, and 6 of Count 1 of the 

First nded Complaint.

I 11

Defendant m  without sufficient knowledge or belief with 

which to answer Paragraph 5 of Cone! * of the First Amended 

Complaint and thureforo denies the same.

IV

Defendant denies Paragraph A of Count I of the Tirsl Amended 

Complaint insofar as it alleges or infers an obligation or 

i ndemn i f i c at ion to limner Electric Assoc i ..t ion, Inc. (hereinafter 

"HLA'J by the t ilv ol Kenai lor coils uf relocation of electrical 

t r.mr.r i su ion i ,ic i | 1 1 ion.

Vi-'-..-.g

A A»i

•J •* a s C m E i: m : c c m p l a i m  
r'":i c e c l a p '.i u r y  j u d g m e n t

? age 1
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COUNT II 

V

Defendant is without sufficient knowledge or belief with 

which to answer Paragraph 7 of Count II of the First Amended 

Complaint and therefore denies the same.

VI

Defendant admits Paraqraph (1 of Count II of the First 

Ame.nded Complaint.

FIRST AFFIRMATIVE OCFENSC 

Plaintiff has a common law obligation to relocate facilities 

at its own expense when necessary to make way for proper govern­

mental use of the streets.

SECOND Af  F 1 RM A T I VF OFFENSE 

Any rights of Plaintiff arc subject to Defendant's exercise 

of its police powers whi.h include required relocations of 

facilities to make way for public improvements.

THIRD AFFIRMATIVE DEFENSE 

Any rights of Plaintiff are subject'-.to the paramount right 

of tho public to use of ttie right-of-way and Plaintiff must bear 

expenses of relocation or improvement incident to facilitating a 

public use.

FOURTH Af f IRHATI VC DEFENSE 

Tho aqruement between Plaintiff and Defendant, a copy of 

which m  attached to the First Amended Complaint in the instant 

cane, is not, wholly nr partially, a "relocation agreement" in 

derogation of the common law.

r  I F  111 A f f  IRHAT I V i: o c r r s " ! !

Defendant could not, and cannot, directly or indirectly 

burden itself or its cill.’ens with tho oust s of utility re- 

locnt ions.

s u m  .M r  i u :m  n  v f  o r .i  r v s r

D e l  e n d . m l  m a i n t a i n s  t h a t  n n \  c o s t  r e  I n e a t l  m i  s u b s e q u e n t  t o  

A u n u s t  1 0 ,  1 V 7 1 ,  i s  p r o v i d e d  f o r  t i v P a r a g r a p h  1 '  o f  t h e  a g r e e m e n t  

w h i c h  p r o \  i d e s  i n  p a r ! :

ANSWER II! liritPLAlM 
<T.=. DECIARAIGiO JUCCVCNI 
Face 2
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"HEA covenants to indemnify and save the City harmless from 
any and all claims and liabilities by reason of any matter 
or thsnq arisinq out of the operation and management by HEA 
of the System during the term of this agreement."

s e v e n t h  a f f i r m a t i v e  d e f e n s e

Defendant maintains a failure of consideration as to any 

alleged duty of payment by Defendant to Plaintiff for relocation 

costs.

EIDHTH A F f 1 RII -W 1V E DEFENSE 

Defendant specifically reserves until specific dates are 

known, the affirmative defense of the Statute of limitations, or 

latches as its alternative, as to any claimed relocation for 

which Plaintiff claims Defendant is financially responsible.

NINTH AFFIRMATIVE: DEFENSE 

Defendant asserts as an alternate partial affirmative 

Defense that amounts claimed as relocation costs by Plaintiff are 

excessive, and do not reflect appropriate, accurate charges 

relative to the value of equipment ;md facilities being replaced.

TENTH AFFIRMATIVE DEft >.SE 

Defendant maintains requiring HEA to bear relocation costs 

is reasonable and, pursuant to A.S. 42.OS.251 constitutes a 

portion of the reasonable terms, conditions, and exceptions for 

the right to a permit to use public streets, alleys, and other 

public ways of Defendant.

CHIINTFRCl A III

As a Counterclaim herein Defendant, City of Kenai, a home 

rule municipality, organizing and existing under the laws of the 

Stale of Alaska, alleges and pleads an follows:

1

Thu Agreement incnrporated by reference in Plaintiff's first

A m e n d e d  C o m p l a i n t  p r o v i d e s  as t h e  I nut s e n t e n c e  I n  I ' a r a n r a p h  1.1

o f  s a i d  a g r e e m e n t  t h a t :

"III.A further coven.mis and agrees In liase at all times a 
working crew within the City sufficient ur.il adequate to 
properly service the system."

•• i
A Ml. Ed 1C EG "I". A I M  
fCR CECLAKiTC.H jJGl'.VlM 
Page J
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S i n c o  s h o r t l y  a f t e r  e x e c u t i o n  o f  t h e  A g r e e m e n t  q u o t e d  

i m m e d i a t e l y  a b o v e ,  P l a i n t i f f  h a s  b e e n  in  b r e a c h  o f  P a r a g r a p h  1A 

o f  t h e  A g r e e m e n t .

W h e r e f o r e ,  t h e  C o u r t  is r e q u e s t e d  to c o n s t r u e  t h e  t e r m s  of 

t h e  A g r e e m e n t  b e t w e e n  th e  p a r t i e s  a n d :

1. C o n f i r m  t h e  o b l i g a t i o n  o f  H E A  t o  a c q u i e s c e  to t h e  

r e a s o n a b l e  e x e r c i s e  o f  D e f e n d a n t ' s  r i g h t s  a n d  p o w e r s  in r e g a r d  to 

e l e c t r i c a l  u t i l i t y  f a c i l i t i e s  r e l o c a t i o n s ,

2. D e c l a r e  th a t  t h e  A g r e e m e n t  b e t w e e n  t h e  p a r t i f i  c o n t a i n s  

n o  " r e l o c a t i o n  a g r e e m e n t "  s u c h  as w o u l d  b u r d e n  P .e s p on d en t  w i t h  

c o s t s  o f  r e l o c a t i o n s  i n c i d e n t  to  p u b l i c  i m p r o v e m e n t s .

3. D e c l a r e  t h e  o b l i g a t i o n  o f  H E A  to  e s t a b l i s h  a n d  b a s e  an  

a d e q u a t e  w o r k i n g  c r e w  w i t h i n  t h e  C i t y  o f  K e n a i .

A. S u c h  o t h e r  a n d  f u r t h e r  r e l i e f  as  is j u s t  a n d  e q u i t a b l e  

in t h e  p r e m i s e s .

D A I  E D  3t K e n a i ,  A l a s k a ,  t h i s  22'dliy o f  D u l y ,  1 9 33 .

T i m  rtoger:

^ ■ C i l y  A t t o r n e y  f or  P l a i n t i f f

|!

|. A V i  •• K !t IC C C V P f . I U  

I Filr 01  CL  A J ; : C H V  J C D C ' E M  

P a g e  -•
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It) T H E  S U P E R I O R  C O U R T  F O R  T H E  S T A T E  O F  A L A S K A  
T H I R D  J U D I C I A L  D I S T R I C T  

A T  K E N A I

H O M E R  E L E C T R I C  A S S O C I A T I O N ,  
I N C . ,

P l a i n t i f f , 

vs.

C I T Y  O F  K E N A I , 
a m u n i c i p a l  c o r p o r a t i o n .

D e f e n d a n t .

C  R p a i .c .v n  il» n «;•»
«j • •»

C a s e  No. 3KN-83- /.G 1CI

F I R S T  A M E N D E D  C O M P L A I N T

P l a i n t i f f .  H O M E R  E L E C T R I C  A S S O C I A T I O N ,  INC ., t h r o u g h  

it s  a t t o r n e y ,  C. R. EALDV.'IN, a l l e g e s  a s  f o l l o w s :

1. P l a i n t i f f ,  h e r e i n a f t e r  c a l l e d  H E A ,  is a

c o  o p e r a t i v e  o r g a n i z e d  a n d  e x i s t i n g  u n d e r  ar.d b y  v i r t u r e  o f  

t h e  l a w s  o f  t h e  S t a t e  o f  A l a s k a  a n d  h a s  f i l e d  i t s  r e p o r t  

a n d  p a i d  i ts t a x e s  l a s t  due .

COUNT I

2. O n  A u g u s t  10, 197 1, H E A  e n t e r e d  i n t o  a n  A g r e e m e n t  

w i t h  th e  C i t y  o f  K e n a i ,  a h o m e  r u l e  m u n i c i p a l i t y  e x i s t i n g  u n d e r  

t h e  l a w s  o f  t h e  S t a t e  of A l a s k a .  A c o p y  o f  the A g r e e m e n t ,  

w i t h o u t  e x h i b i t s ,  is a t t a c h e d  h e r e t o  as E x h i b i t  A.

3. In t h e  A g r e e m e n t  t h e  C i t y  o f  K e n a i  g r a n t e d

t o  H E A  t h e  r i g h t  to m a n a g e  a n d  o p e r a t e  th e  e l e c t r i c a l  u t i l i t y  

s y s t e m  o w n e d  b y  the  C i t y  o f  K e n a i ,

a . P a r a g r a p h  13 o f  t h e  A g r e e m e n t  p r o v i d e s  in

p e r t :

T h e  C i t y  c o v e n a n t s  to i n d e m n i f y  a n d  s a v e  H E A  h a r m l e s s  
f r o m  a n y  a n d  all c l a i m s  a n d  l i a b i l i t i e s  b y  r e a s o n  o f  
m y  m a t t e r  o r  tiling a r i s i n g  ou t  o f  t h e  o w n e r s h i p  o r  
o p e r a t i o n  b y  t h e  C i t y  o f  the S y s t e m  p r i o r  to the 
e f f e c t i v e  d a t e  o f  t h i s  A g r e e m e n t -

S. T h e  C i t y  o f  K e n a i  h a s  m a d e  d e m a n d  u p o n  H E A

,o r « l o c a l e  c e r t a i n  e l e c t r i c a l  t r a n s m i s s i o n  f a c i l i t i e s  w h i c h  b o d

P a g e  O n e , AMENDE:) C O M P L A IN T
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b e e n  i n s t a l l e d  by t h e  C i t y  o f  Ker.ai p r i o r  to A u g u s t  10, 1971, 

a n d  H E A  h a s  c o m p l i e d  w i t h  s u c h  d e m a n d s .

6. R E A  h a s  m a d e  d e m a n d  u p o n  t he  C i t y  o f  K e n a i  

f o r  p a y m e n t  o f  t h e  c o s t s  a s s o c i a t e d  w i t h  s u c h  w o r k  an d  the  

C i t y  of K e n a i  h a s  r e f u s e s  t o  p a y  th e  s a m e  a n d  h a s  d e n i e d  

a n y  l i a b i l i t y  t.herefor.

C O U D T  ir

7. T h e  C i t y  o f  K e n a i  h a s  m a d e  d e m a n d  u p o n  H E A

to  r e l o c a t e  c e r t a i n  e l e c t r i c a l  t r a n s m i s s i o n  f a c i l i t i e s  w h i c h  

h a v e  b e e n  i n s t a l l e d  b y  H E A ,  a n d  H E A  h a s  c o m p l i e d  w i t h  s u c h  

d e m a n d s .

a. HEA h a s  m a d e  d e m a n d  u p o n  t h e  C i t y  o f  K e n a i  

| f o r  p a y m e n t  o f  th e  c o s t s  a s s o c i a t e d  w i t h  s u c h  w o r k  an d  th e  

C i t y  o f  K e n a i  h a s  r e f u s e d  to p a y  t h e  s a m e  a n d  h a s  d e n i e d  

a n y  l i a b i l i t y  t h e r e f o r .

W H E R E F O R E ,  P l a i n t i f f  r e q u e s t s  t h i s  C o u r t  to g r a n t  

r e l i e f  as f o l l o w s :

1. T o  d e c l a r e  t h e  r i g h t s  a n d  o b l i g a t i o n s  of 

t h e  p a r t i e s  w i t h  r e s p e c t  to t h e  t e r m s  of th e  c o n t r a c t  r e f e r r e d  

to a b o v e  a n d  t o  r e n d e r  a j u d g m e n t  d e c l a r i n g  th.it s a i d  A g r e e m e n t  

o b l i g a t e s  t h e  C i t y  o f  K o r o i  to i n d e m n i f y  H E A  fo r  th o  c o s t s  

a s s o c i a t e d  w i t h  r e l o c a t i n g  al l  e l e c t r i c a l  t r a n s m i s s i o n  

f a c i l i t i e s  w h i c h  w e r e  c o n s t r u c t e d  b y  the C i t y  o f  K e n a i  p r i o r  to

A..gust 10, 1071, w h e n  s u c h  r e l o c a t i o n  is d o n e  a t  t h e  i n s t a n c e  oi

th e  C i t y  of K e n a i .

2. T o  a w a r d  P l a i n t i f f  a j u d g m e n t  a g a i n s t  t h e  

D e f e n d a n t  In a n  a m o u n t  in e x c e s s  o f  S l 0 . 0 0 0 . 0 0 ,  fo r  .wilts 

a s s o c i a t e d  w i t h  r e l o c a t i n g  P l a i n t i f f ’s f a c i l i t i e s ,  t h e  e x a c t  

s u m  to b e  s u c h  a n  s h a l l  b e  p r o v e n  a t  tri al.

3. T o  g r a n t  P l a i n t i f f  s u c h  o t h e r  a n d  f u r t h e r

c n h a l o w in
* V. tut •!*»

..v. •• 191 * t*

P a g e  T w o , / V E h P K P  CuMPt.AillT
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AGREEMENT FOR THE OPERATION OF EI.ECTRIC UTILITY 
OF THE CITY OF KENAI, STATE OF ALASKA

THIS AGREEMENT, made tile 10 th day of August , 1971,

by and between tho CITY OF  KENAI, STATE O F  ALASKA (hereinafter called "City"), 

and HOMER ELECTRIC ASSOCIATION, INC., a cooperative organized and existing 

under and by virtue  of tho laws of the St at e of Alaska (hereinafter called 

"H EA ");

W I T N E S S E T H :

WHEREAS, tho City has established and is presently mainta in ing  and 

operating a m unicipal electric power system, and in connection therewith owns 

and operates properties for the purchase, transmission, distribution, supply 

and sale of electric power and energy; and is engaged in tho business of  sell­

ing and supplying electric power and energy to r e s i’ential, commercial, 

industrial and governmental consumers withi n and about the City of Kenai, 

Alaska; and

W H E R E A S , HEA, as an electric cooperative created and e xi sti ng  under 

tho laws of the St ate  of Alaska, engages, among other ut ility activities, in 

tho business si purchasing, transmitting, distributing, supplying and selling 

electric energy wi t h i n  the Statu of  Alaska; and

W H E R E A S , HEA's electrical system is or can be interconnected with 

a system of the C i t y  for the purpose of furnishing standby elect ric  power; and 

WHEREAS, thn City Council of tho City of Kenai ("Council") deems 

that the operation by HEA of City's electric system would bo benef ici al  to 

the City and to C it y's  users and consumers of electric energy; and

W H E R E A S , the Council has resolved that such operation of the City's 

electric system can he aciomplIsh.d hy m ean s of an operating ag reement 

between the City and HEA; and

' . " O K A S , tho Hoard of Directors of  HEA has determined that it Is to 

the interest of H E A  that an .ic-c rvnt should, he ..liter.into for the operation 

of the C i t y’"' electrical .yiton under the terms and conditions he re in a ft e r  

set forth;

NON, 'iHERKF-'SE, ;a eonsi ieration of the premises ar.J of the mutual 

under takings ird agreements hereinafter set forth, the parties )n reto agree
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1. The  electric utility sy stem (hereinafter referred to as the

* rr * . % s M  <j

"System") of the C it y shall include all tangible properties and property 

rights which, as of the effective date of this agreement, are being used by 

the City for, or arc useful for, the transmission and distribution of electric 

energy and po wer w it hin  the limits of tho City and in such area adjacent 

thereto as ray be presently served by said System. Said tangible property 

shall include real property, rights-of-way, easements, poles and pole lines, 

crossarms, sub-stations, transformers, station equipment, meters, and other 

tangible property of every kind and description which are no w used, owned and 

operated by the C it y in the operation of said System, together w i t h  any and 

all additions, betterments, improvements and extensions thereof w h ic h  ma y 

hereafter bo acquired and made a part of said System  under the terms of this 

agreement; the S y s t e m  shall also include all righcs and obligations wh ic h the 

City shall have under that certain contract existing between the Ci ty  and 

Consolidated Utilities, Ltd., dated September 11, 1963, covering the generatic. 

by Consolidated and tho purchase by the City of electric energy. The aforesaid 

definition of tho System shall not include cash in the Revenue Fund of the 

System  as of tho effective date of the agreement, nor shall it include any 

of the funds, securities, investments or assets in any of the Bond Redemption 

Funds or in any of the Reserve Accounts of the Bond Redemption Funds or any 

sinking fund pertaining thereto, provided, however, that funds, securities, 

investments or assets in any such Bond Redemption Funds and Reser ve Accounts c 

sinking funds shall be held and applied by the City for the purpose of 

redeeming Electric Light and Power Bonds of the City as herein de fi n e d in 

accordance with the provisions of said bonds and the ordinances of  the City.

Said properties are situated anil located as shown on Exhibit 11 attached hereto 

and midc a part hereof.

The properties and business as hereinbefore mentioned ar c more 

fully listed and described in Exhibit A h e ret o attached and made a part hereof

3. Pursuant to proper author:cat ion there have boon issued revenue
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amounts of Che bonds issued arc as follows: Che 1063 City of Kenai, Alaska,

Electric Eight and Tower Revenue Bonds in the original principal amount  of 

$425,000, authorized by Ordinance No. 54 of the City, passed and approved on 

October 10, 1063; Th e  Ci ty  of Kenai, Alaska, Electric Light and Tower Revenue 

Bonds, 1964, in the original principal amount of $25,000, authorised by 

Ordinance No. 70 of  the City, passed and approved on the 26th day of August, 

1964; the City of Kenai, Alaska, Electric Light and Tower Revenue Bonds, 1967, 

in the original principal amount of $300,000, authorized by  Or d in a nc e  No. 124 

of the City, passed and approved on September 20, 1967; the City of Kenai, 

Alaska, Electric Light and Power Revenue Bonds, 1969, in the original 

principal amount of $25,000, authorized by Ordinance No. 174, passed and 

approved February 4, 1970; the City of Kenai, Alaska, Electric Light and 

Pcwer Revenue Bonds, 1970, in the original principal amount of $275,000, 

authorized by Or di n a nc e  No. ISO of the City, passed and approved on Ma y  20,

1970. Attached hereto, narked Exhibit C, is a schedule showing (1) the total

amount of outstanding indebtedness upon each of the aforesaid Electr ic  Light 

and Tower Revenue Bond issues, and (2) the amounts of principal and interest 

payments required to be made each year hereafter upon each such issue of 

revenue bonds from the date hereof to the final maturity date of the bonds of 

each such issue.

Pursuant to tho provisions of Ordinance No. 54 aforesaid, a special 

fund was created, designated as the "Kor.al 1963 Electric Light and Power 

Revenue Fund." Sa id  ordinance and all of the aforesaid or dinances subsequent! 

enacted provided, also, for the establishment of Bond Redemption Funds. 1‘nder

each of said ordinal -s the City pledged and bound itself to pay into said

Electric Light and Tower Revenue Fund as col looted all of the gross earnivgs 

and revenue derived by the City from the operation of its electric light 1 

power system, and all additions and improvements thereto and exten sio ns  there, 

and all of the Electric Light and Fewer Revenue Bonds aforesaid e xce pt in g the 

525,COO of bands authorized by Ordinance No. 174 aforesaid were payab le or. a 

parity out of said Electric 1.1 ;bt and '.Vwnr Revenue Fund.
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3. T h e  City agrees that during the term of this agreement said

Kenai 1963 Electric Light and Power Revenue Fund shall be maintained at the

National 3 j n k  of  Alaska, Kenai, Alaska, as a special trust fund for the uses 

and purposes herein set forth. .Said Fund is herein af te r referred to as the 

"Escrow Account". Deposits into said Escrow Account and wi th drawals there­

from shall be ma d e  in the manner hereinafter provided.

4. Th e  City dees hereby grant to ISA the right, power and authority

to manag e and operate the System  and HEA does he re by  agree to assume said

manag em ent  and operation for and on behalf of the C ity  of ' nai, subject to 

the terms and conditions hereof.

5. K E A  cees hereby assume and agree to pe rf or m all of the services 

and to provide all supplies ar.d materials necessary to m ai nt ai n and operate 

the System; KEA covenants and agrees to maintain said S y st e m in good conditio:; 

and repair, to operate the same in an efficient m an ner  and at a reasonable 

cost, and to cooperate wi th  the City to establish, ma in tai n and collect rates 

and charges for light and power for so long as any of the aforesaid Electric 

Light and Power Revenue 3onds of the City shall be outstanding, sufficient to 

provide revenue available for the payment into the various 3end Redemption 

Fu.acs of the Ci ty  amounts equal to at least 1.4 times the average annual amou; 

required to pay the principal of and interest on said bonds as the same shall 

become due, as presided in each of the aforesaid ordinances, and lo be 

sufficient, further, to provide for the payment of normal costs of nalntenanc 

and opera tio n of said S yy 'im  but before depreciation and before any taxes or 

payments in lieu of to.xc :. IIEA further agrees to co mply w it h all covenants 

made by the City in the various ordinances authorising the outstanding light 

and power revenue bends of the City.

Du ri ng the term of this contract and subject to the conditions 

hereinafter stated, UKA covenants and agrees to provide a continuous, 

uninterrupted electric power and light service to the consumers ..nd users 

of tho Sy  ert, w h ic h  shill Include the in habitants, cw.:..*.ercial and industrial 

uuor« locate! within  the City of Kenai .,nd the vicini ty thereof presently be;
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served by the System, end to all such additional users and consumers wh o may 

bo served thereby in the event that said S y s t e m  is enlarged, improved or 

expanded, whether within or without the corporate limits of the City; to 

accomplish such end USA agrees to interconnect its existing electrical 

distribution system wi th  that of the City to the extent that the same m ay 

become necessary to provide the continuous uninterrupted service required 

hereunder. Ha A shall provide for such additions, improvements, betterments 

and extensions of the S yst em  as in tho exercise of its Lest judgment shall be 

necessary and advisable to provide for the full, complete and efficient 

operation o: the S y st e m  and to provide such additional service to the 

consumers or electric power, light and energ y as n ay  be required from time 

to time by such consumers and users.

6. KEA  shall pay into tho aforesaid Es crow Account, on or before 

the first day of each month following the first trench of the effective date 

of this agreement all of the gross earnings and revenues derived from the 

operation of the aforesaid electric light and power system auii all additions 

and improvements thereto and extensions thereof.

In tho event such gross earnings and revenues in any m o n t h  shall 

not be at least equal to onc-twelftli of 1.4 times tho average annual amount 

required to pay Che principal of and interest on the aforesaid Electric Light 

and Power Sonds of the City or the sum of $3,000, wh ic hev er  is greater, HEA 

agrees to deposit additional funds each said month into said Es cro w Account 

to supply such deficiency.

7. It is agreed that moneys in the Escrow Account shall be 

disbursed monthly in tho following manner and in the following o r de r  of 

priority:

r 1 r st . There shall he disbursed to the aforesaid several 

tend Rodenprion Ponds ihc sums required by ordinance to be 

deposited therein for r!tc payment of the principal of and 

intercut on this out standi;:,; E l m  'ric Light and Power X-.venue 

Tends of the City.

P -* *--n!. T h er e  shall h o’disbursed tJ the aforesaid several 

r.e-crve Accounts in the Redemption Xur.ds the tarns

repaired by ordi nan ce  to ‘.o'd-posited therein.

-  5 -
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T h i r d . Th e  balance of the minimum amount required to 'a ; 

de posited into the Escrow Account by HEA. pursuant to the 

last sentence of section 6 hereof shall be disbursed c„ 

a special trust fund wh ich tho City shall establish at 

tho national Bank of Alaska, Kenai, Alaska. Honeys in 

said special trust fund shall be used solely to pay the 

principal of and interest and premium, if any, on the 

aforesaid bends.

Fourth. The balance of the funds deposited in said Escrow 

Account shall bo disbursed to HEA as reimbursement for 

Whole sa le Power Costs, the normal costs of maintenance 

and operation, costs of renewals and replacements of the 

S y st e m  and additions and betterments thereto and as payment 

for the services of HEA rendered in the manaser.ent and 

operation of the System.

"Wholesale Power Costs" as referred to herein shall include wholcsrl 

power costs which shall bo paid by HEA for the City under the contract dated 

September 11, 1963, as heretofore amended, between :ho C i t y  and Consolidated 

Utilities, Ltd. and any other power costa that may be incurred by HEA 

h e r e u n d e r .

The payments required by this section to be m ad e into tho Rend 

Redumption Funds, the Reserve Accounts and the special trust fund shall 

continue until there has boon sot aside therein m o n ey  and investments maturing 

at such time or times and bearing interest to be earned thereon in amounts 

sufficient to redeem and retire all the outstanding light anJ power revenue 

bonds of the City in accordance with their terms.

It is agreed and understood tli.it nothing Herein shall in any manner 

change, rodlfy or affect the existing aforesaid Rond Rodtm.ulten Funds and 

Reserve Accounts therein of the C ity  or change in an y way, alter, modify or 

affect any n {  the covenants, eh I i,;a'ions or coitutm ncn of tho C i t y  with 

respect to each nf said Rond Red. option Funds and Reserve Accounts, all as 

provided in the aforesaid ordinances tespectlvolvv
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8. HEA, upon the effective djtc of this agreement, agrees to pay 

to the C i t y  the following sums:

(1) A s u m  In cash equal to the mo ney and value on such date 

of the investments in the several Reserve Accoirts.

(2) T h e  sum of $100,000 in cash to reimburse the City for 

moneys expended frcn the City's Cencr al  Fund for the purposes 

of the System.

(3) A su m equal Co the value of all personal property used

in the operation of the System, which shall be payable a cc ord­

ing to the terms of a negotiable promissory note in 120 equal 

m o nt h l y Installments, the first of w hic h shall be paid on the 

first d a y  of the ranch following the effective date of this 

agreement. Sa id  promissory note shall provide for Interest 

at the rate of 67. per annum upon the di minishing balances thereof.

9. At the tire of its monthly deposit into the aforesaid Escrow 

Acccunt, HE A  shall deliver to the City an itemised account of the operations 

of the Sy s te m  d ur ing  tho preceding month, including an itcmir.ed statement of 

all receipts and disbursements, Including amounts expended for maintenance, 

labor costs, additions, im p rov em en ts, betterments and extensions. T h e  City 

shall h av e the right at Che ond of each quar ter ly period o f  each year to 

inspect the books and records of HEA insofar aa tho same pertain to the 

operation of the Sy s t em  as herein defined. HEA will utilise the same billing 

policies and procedures relating to all bills for electric service rendered 

as havo bool* In effect heretofore and shall have tho same rights and power 

w it h reference to the collection of charges due for electric service as have 

heretofore pertained lo the operation of tho S y s t e m  hv the City.

10. T he  Ci ty  agrees to grant ta HEA to such extent as ra y  he 

required hv law a permit to operate the S y st e m  within the City's streets, 

alleys and r igh ts -of-'MV, which permit shall bo fur a period of thirty i3 0 ) 

years and after the effective date of this agroi.-rs.iic. Said pvt— ', t will

remain in force and w'.'‘oct fallowing the terminal lota of this . gt for ..ny

tx'ftpir e d  p a r :fun of . a i d  JC-ye.ir parsed tol.'trg' such tcrml i.iti^n.
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11. EA, wi th in  a reasonable time and at its own expense, shall make 

any and all renewals and re pl ace me nt s, extensions, additions, improvements 

and betterments to the S y s t e m  in accordance with the said standards and 

criteria uncev w h i c h  l'.EA w ould operate its own electric properties ar.d busincs 

HEA ag r e e s , on or b efo re the first day of February each year, to furnish the 

city with an annual statement in reasonable detail snowing all retirements of 

and renewals, r e p l a c e m e n t s , additions, betterments, extensions and improvement 

to the S y s t e m  m ade  durin g the preceding calendar year. Such statement shall 

include the following information:

(1) A descri pt ion  of the replacement, addition, betterment,

extension or im pro v e me n t; and

(2) A statement of the cost of tho replacement, betterment,

extension or improvement.

All of any such replacements, betterments, extensions or improvements shall 

upcn installation be come and thereafter remain a part of the System.

12. The Council of the Ci ty  of Kenai agrees upon the execution of 

this agreement to enact an ordinance and call an election in the manner and 

form provided by the Charter of tho City of Kon.u to effectuate this agreement

13. Upon the execution of this agreement the Board of Directors 

of HEA shall approve and ratify this agreement by appropriate action. An y 

such approval shall be subject to and r.ot be effective until the same is 

approved by the Adninlstr.iCor, Kural Electrification Administration, De nar f.r.en 

of Agriculture, Un it ed  States of America. HEA undertakes to di li ge ntl y make, 

file and apply Cor any orders and authority from the Kural Electrification 

Administration of the United Elates of America w h i c h  may be required.

The City A t t or ne y  or the City of Kcltai shall furnish HE A w it h an 

opinion in w rit in g sat i s factory to I'.KA to the oifect that the C i ty  is duly 

and legally authoriroil i.o r.ai.o and enter into this agreement for the torn 

Cheroot and tn c arr y our and p. rform all of the teim.;, provisions .aid 

conditions of this ap.r. i-iuent l-inu-.ne. "pan the Cl tv ir. a manner consi ste nt

Th e City c c . x r . a t s  t o  ir.d. rr i  f v  and . a v o  HEA V i r m . l t . 'sw it h the intent h.-ivu: 

from aiv a n d  all claims . ad li'.btll:.,s by reason .of .':ty matter or thing 

aritlr.; cut ef the .’•..-..".•ship or eporati.n by the Ci s y  a: the S y s t e m  pr'->- to
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the effec tiv e date of  this agrcotr.cnt. liEA covenants to indemnify and save 

the Cit y hornless from any and all claims and liabilities by reason of any 

ma tter or thing arising out of the operation and na nancnent by IIEA of the 

S y st e m  d ur in g che term of this agreement.

14. IIEA agrees, effective as or the date of the beginning of this 

agreement, that it will endeavor to take into its employ all of the employees 

of City's electric system excepting supervisory employees at the same w ag e 

scales w hi c h are applicable to present employees of HEA in the same classifica 

tion of employment and with seniority measurement by their continuous e mp l o y­

ment by the City immediately prior to the beginning of this agreement. HE A 

further covenants and agrees to base at all times a work in g crew wi thin the 

City su fficient and adequate to properly service the System.

15. In the event of either party hereto being rendered unable 

wh o ll y  or in part by  force najcure to perform its obligations hereunder other 

than to make payments due hereunder, it is agreed that upon such party giving 

notic e and full particulars of such force najeuro in wr it ing  or by  telegraph 

to the other party as soon as possible after the oc currence of the cause 

relied on, then the obligations of the party giving such notice so far as 

they are affected by such force naj eure shall be suspended during the co nt inu­

ance of  any inability so caused, but Cor no longer period, and such cause, so 

far as possible, shall bn remedied with all reasonable speed. Th o torn 

"force m aj eur c" as employed herein shall mean acts of God, strikes er other 

industrial disturbance, acts of tho public enemy, wars, blockades, insurrec­

tions, riots, epidemics, landslides, lightning, e a r t h q u a k e s , tiros, storms, f! 

washouts, arrests and restraints of government and people's civil disturbances 

explosions, breakdown of ma chinery or equipment and any other causes, whethe r 

of a kind herein enumerated or other.;iso, not wi thin the control of the party 

claiming suspension, and w hi ch by the exercise of  due diligence such party

Is unable to prevent or overcome.

It is understood and agreed iliac the settlement of strikes shall be

entirely within tho discretion ot the party experiencing same and ihe above

requirement that any force mijcero shall be remedied wit h all reasonable 

dispatch shall not require the sett K r o n e  ot strikes by acceding to the 

demands of che organisation cn strike when such ccurse is, in the judgment o: 

the party exp eriencing the strike, inadvisable.
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11. HEA, w ith in a reasonable time and at its own expense, shall make 

any and nil renewals and replacements, extensions, additions, improvements 

and betterments to the S y s t e m  in accordance with the said standards and 

criteria under w h i c h  HEA w. .Id operate its own (,‘lectric properties and business 

HEA agrees, on or before  the first day of Fe br u a ry  each year, to furnith the 

city with an annual statement in reasonable detail showing all retirements of 

and renewals, replacements, additions, betterments, extensions and improvements 

to tho S y s te m  ma de  during the preceding calendar year. Su ch  statement shall 

include the following information:

(1) A d es cri pt ion  of tho replacement, addition, betterment,

extension or improvement; and

(2) A statement of the cost of the replacement, betterment,

extension or improvement.

All jf any such replacements, betterments, extensions or improvements shall 

upon installation becom e and thereafter remain a part of the System.

12. The Council of the Ci t y  of llonai agrees upon the execution of 

this agreement to enact an ordinance and call an election in the manner and 

form provided by the Charter of the City of Kenai to effectuate this agreement,

13. Upon the execution of this agreement the Board of Directors 

of HEA shall approve and ratify this agreement by appropriate action. A n y  

such approval sh al l bo subject to and not be effective until the same is 

approved by tho Administra to r,  Rural Elec tr ifi ca ti on Administration, Poparfm.en 

of Agriculture, U n ite d States o l  America. HEA undertakes to dilig ent ly  make, 

file and apply Cor any orders and authority from the Sural Electrific at io n 

Administration of the United Stacos of A me ric a wh ic h may he required.

The C it y  At to rn ey of the City of Kenai shall furnish HEA wit h an 

opinion in wr it i n g satisfactory to HEA to tho effect that the City is d uly  

and legally authorised to ma ke  and enter into this agreement for rite tern 

thereof and to c a r r y  otic and pe rform all of the terms, provisions .aid 

conditions of this agreement binding upon the C ity  ir. a manne r consi st ent  

w it h the intent hereof. Thu C ity  cover:.nts to indemnify and save HEA h irr.K.-: 

from any and all claims and liabilities by reason .of any matter or thing 

arisin.; out o: the owner sh ip or operation by the City of tho Cyst c m  prior to
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16. KEA agrees that unless required by order of the Public Service 

Cormission of the State of Alaska, it will not sell or deliver electric 

utility power or electric power or lighting service to users or consumers 

livins outside the corporate limits of the City of Kenai at a more favorable 

rate or under more favorable terms than those served within the City of Kenai 

after taking into consideration wh ol es a le  p^wcr sources and die cost thereof.

17. In the event of any default in any of the obligations of HEA 

or in the event that any proceeding in bankruptcy or for an arrangement or 

reorganisation under the Bankruptcy Act of the United States, or in the event 

of the appointment of a Receiver for the business, property or affairs of 

HEA, and in the event that any such action or proceeding be not dismissed with 

in sixty (60) days from the commencement thereof, che City may, at its 

election, at any tine thereafter declare this operating agreement to be 

terminated and at an end. In any such event the City shall be entitled to 

receive payment of any and all moneys then due under the terms of this 

agreement by KEA. Upon any such notice of cancellation and 'e.minaticn being 

given, HEA shall forthwith return the operation and management of  the System 

to the City and shall deliver to the City all books of account, records, 

papers and documents pertaining to tho operation of the said systen.

IS. The title to and ownership of the System and all of the 

properties and rights constituting Che S yst em  shall remain with che City 

until the full performance of this operating agreement according to the terms 

herein net forth. Upon che payment of all principal and interest of each of 

tho City of Kenai, Alaska, Electric l..ght and Rower Revenue Ronds, as set 

forth in paragraph 2 hereof and in the exhibits hereto attached and upon the 

full retirement of all of said bonds tho title to tho S ys t e m as herein 

defined .aid all of the component parts thereof shall thereupon pass Co HEA, 

and at such time the City shall make, execute and deliver to KEA such grants, 

c o nv e ya n c es , assignments and title documents as m ay  be ne cessary to effect-.:.,: 

such transfer of title.

I1). At the effective dale of this agreement the City shall deposit 

in a s p o e e s c r o w  account at the aforesaid b a n k  all meter deposits or

- 10 -
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deposits shall be retained in said Escrow Account for the purpose of complying 

with the provisions of the several agreements under which tho same were 

deposited. In tho event that any such deposits shall become forfeited to the 

City, the same shall bo deposited in the aforesaid Escrow Account ond be 

considered as part of the revenues of the System'.

20. The cffeerivc date of this agreement shall be on the first day 

of tho calendar month after a favorable election shall have beer, hold by the 

City pursuant to this agreement and after the agreement shall have been 

ratified and approved by the Board of Directors of !:EA and by the Rural 

Electrification Administration of tho Department of Agriculture, United States 

of America, whichever dace shall c occur. Pending said dace the City s h e l l  

ccnt'.nue to operate said Syscen for che sole account and benefit of tho City 

and at the City's risk.

This agreement shall terminate when all outst .nding rights and 

obligations of the parties hereto have been fulfilled, and all c£ the o u t­

standing Electric Tight and Power Revenue Bonds have been retired c: previsio 

for sueh retirement has been duly made in accordance with the ter ,s oi such 

bonds, whichever is sooner.

21. Ilocices and ccr.raunications required hereunder shall be deemed 

to be duly g i v e’, and properly delivered if in writing and senc by United 

States nail, postage prepaid, addressed to che respective parties at the 

addresses stated below, or such other address as they shall respectively 

hereafter designate in writing, ot personally delivered to any officer of 

the respective parties at such respective addresses unless otherwise 

provided heroin:

City of Kenai 
P. 0 . Sax 5*0 
Kenai, Alaska 9 %  11

Homer Electric As socialIon, lac 

1*. 0. Bo:: 255 

Hamer, Al aska '.".‘vOl

111 '•>l'i.'ll!:!S UaauLtw', ti.e Ci ty has caused il.is .'groomtat to be 

executed m d  delivered in i< i: — o and IJinlf bv its Have.r and its corporate

-  11 -
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seal Co bo hereunto Jtfixed and attested by its City Clerk each thereunto 

duly authorised, and HEA has caused this agrccront to be duly executed an». 

delivered in its nar.e and behalf by its rresident and its corporate seal 

to be hereunto affixed and attested by its Secretary, each thereunto duly 

authorised, all as of the 10th day of Annust____________ , 1971.

CI TY  O F  K E N AI , ALASKA

ATTEST:

clerii t

ATTEST:

/ J  Secretary

3  . s M z L J , .
Hayor

HOICEP.. ELECTRIC ASSOCIATION, INC.

A , - \ i  Q u a ,
i’res idenc

APPROVED: 
k.

/flJjSiW sirator Cor KuntiPcTectvTfTca'tTon 

' .\>lr.inist ration, DepnrlV.ent of A y r t c u l t u r u , 

Unite d Stasis of Anei'lca



EXHIBIT 4

P r e s e n t l y ,  u n d e r  A S  4 2 . 0 5 . 2 5 1  a u t i l i t y  c o m p a n y  is e n t i t l e d  to a 
p e r m i t  to u s e  o f  t h e  s t r e e t s ,  a l l e y s  and o t h e r  p u b l i c  w a y s  " u p o n  
p a y m e n t  o f  a r e a s o n a b l e  p e r m i t  f e e  a n d  o n  r e a s o n a b l e  t e r m s  a n d  
c o n d i t i o n s  a n d  w i t h  r e a s o n a b l e  e x c e p t i o n s "  r e q u i r e d  b y  t h e  C i t y .  
A b s e n t  a c o n t r a c t u a l  r e l a t i o n s h i p  to t h e  c o n t r a r y  t h e  a p p l i c a b l e  
l a w  is s t a t e d  a t  12 M c Q u i l l i m  M u n i c i p a l  C o r p o r a t i o n s ,  S e c t i o n  

3 4 7 2  in t h a t  " t h e  G r a n t e e  o f  a f r a n c h i s e  t o  u s e  t h e  s t r e e t s  t a k e s  
it s u b j e c t  to t h e  r i g h t  of t h e  m u n i c i p a l i t y  to m a k e  p u b l i c  
i m p r o v e m e n t s  w h e n e v e r  a n d  w h e r e v e r  t h o  p u b l i c  i n t e r e s t  d e m a n d s ,  

a n d  if t h e  i m p r o v e m e n t  c a u s e s  i n j u r y  to t h e  c o m p a n y ,  as b y  

r e q u i r i n g  it t o  r e l a y  o r  c h a n g e  t h e  l o c a t i o n  o f  i t s  p i p e s ,  
t r a c t s ,  o r  p o l e s ,  o r  o t h e r w i s e ,  t h e  G r a n t e e  of t h e  f r a n c h i s e  

c a n n o t  r e c o v e r  d a m a g e s  f r o m  a m u n i c i p a l i t y  t h e r e f o r . "  M c Q u i l l i m  
f u r t h e r  m a i n t a i n s  i n  S e c t i o n  3 4 . 7 4  (a) t h a t  " t h e  f u n d a m e n t a l  
c o m m o n - i a w  r i g h t  a p p l i c a b l e  to f r a n c h i s e s  a n d  s t r e e t s  is t h a t  t h e  

u t i l i t y  c o m p a n y  m u s t  r e l o c a t e  its f a c i l i t i e s  a n d  p u b l i c  s t r e e t s  

w h e n  c h a n g e s  a r e  r e q u i r e d  b y  p u b l i c  n e c e s s i t y .  A c c o r d i n g l y ,  it 

is g e n e r a l l y  h e l d  t h a t  t h e  m u n i c i p a l i t y  m a y  r e q u i r e  a c h a n g e  in 
t h e  l o c a t i o n  o f  p i p e s  o r  o t h e r ' u n d e r g r o u n d  f a c i l i t i e s  o f  the 
G r a n t e e  o f  t h e  f r a n c h i s e  w h e r e  p u b l i c  c o n v e n i e n c e  o r  s e c u r i t y  

r e q u i r e s  it, e v e n  a t  t h e  G r a n t e e ’s o w n  e x p e n s e , . . . . " .

T h e  r e c e n t  s u c c e s s  o f  t h e  u t i l i t y  i n d u s t r y  in t h e  c a s e  o f  

Chesaceakj.; a n d  P o t o m a c  T e l e p h o n e  C o m o a n y  o f  V i r g i n i a  vs. L a n d r l e u  

6 7 4  F e d  S e c o n d  2 9 0  ( 1 9 5 2 )  w h e r e i n  p u b l i c  u t i l i t i e s  c r e a t e d  u n d e r  
s t a r e  l a w  w e r e  f o u n d  to q u a l i f y  a s  " d i s p l a c e d  p e r s o n s "  u n d e r  t he 
U n i f o r m  R e l o c a t i o n . A s s i s t a n c e  a n d  R e a l  P r o p e r t y  A c q u i s i t i o n s  
P o l i c y  A c t  o f  1 9 7 0 ,  s o  a s  to e n t i t l e  t h e m  to  r e i m b u r s e m e n t  fo r 

r e l o c a t i o n  c o s t s  s e e m s  to h a v e  p r e c i p i t a t e d  s o m e  s o r t  o f  

c o n c e r t e d  a c t i v i t y  o n  t h e  u t i l i t y  i ' u s t r y ' s  p a r t  to c h a n g e  the 

i n g r a i n e d  l o n g  s t a n d i n g  c o m m o n  l a w  r u i e s  o f  t h e  g a m e .  T h e  

c o p y  o f  t h e  a t t a c h e d  c o m m u n i c a t i o n  f r o m  t h e
n a t i o n a l  I n s t i t u t e  o f  M u n i c i p a l  Lav/ O f f i c e r s  d a t e d  J a n u a r y  26, 

1 9 3 3 ,  is i n d i c a t i v e  o f  a n a t i o n a l  c o n c e r n  
r e g a r d i n g  t h e  p o t e n t i a l  e c o n o m i c  i m p a c t  o f  a s s e s s i n g  

m u n i c i p a l i t i e s  f o r  u t i l i t y  r e l o c a t e s .

W e  r e s p e c t f u l l y  r e q u e s t  t h a t  no l e g i s l a t i o n  b e  p a s s e d  w h i c h  w o u l d  
b u r d e n  m u n i c i p a l i t i e s  w i t h  t h e  c o s t  o f  u t i l i t y  r e l o c a t e s .  T h a n k  
y o u  in a d v a n c e  f or y o u r  a s s i s t a n c e  a n d  c o o p e r a t i o n  in t h i s  

m a t  t e c .

R e s p e c t f u l l y  y o u r s ,

1  . / .
* / _

:/:> 1 

T i m  R o g e r s  

C i t y  A t t o r n e y

I ' • /  -j

cc: S e n a t o r  D o n  G i l m a n

S e n »t o r  P a u l  F i s c h e r

Re p  -  :  e r. t a t L v e V i I o  r r i t
Oi-.r.y Ch. it w o o d ,  A l a s k a  M u n i c i p a l  L e a g u e
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Feb ru a ry  17 ,  1984

To: Rep .  J o h n  C o w d e r y ,  C h a i r m a n

From: K e n  J o h n s o n ,  C o m m i t t e e  Ai d e

RE: S B  67

H o u s e  Com m i t t e e  Substitute For Comm i t t e e  Substitute for Senate Bill 67 

w o u l d  c h a n g e  Alaska statutes r e g u a r d i n g  the relocation of utility 

facilities incident to h i g h w a y  construction. C u r r e n t  statutes place the 

b u r d e n  of these cost on the utility c o m p a n i e s  themselves. If this bill 

w e r e  to b e c o m e  law, a m u c h  greater per c e n t a g e  of utility facility 

relocation w o u l d  be paid for b y  municipalities.

T h e  intention of this legislation is to define the cost of relocation a n d  

give a clearer u n d e r s t a n d i n g  as to the responsibility of both the 

municipalities a n d  the utilitiy c o m p a n i e s  in determining w h i c h  party will 

bear the cost of relocation.

Senate Bill 67 p a ssed first from L a b o r  a n d  C o m m e r c e  in the other 

bo d y .  It w a s  a m e n d e d  on the floor a n d  sent to the H o u s e  w h e r e  it 

w a s  referred to C o m m u n i t y  a n d  Regional Affairs a n d  then to L a b o r  a n d  

C o m m e r c e .  E a c h  committee of referal has m a d e  a m e n d m e n t s  to the bill.

B y  direction of the chairman, this committee h a d  a committee substitute

of S B  67 drafted. This is the bill before the committee today. In

concept it is v e r y  similar to the draft w h i c h  p a s s e d  from the Senate

a n d  this committee has h e a r d  testimony o n  this version of the bill in

the past. T h e  p u r p o s e  of this hearing today is not to take the s a m e  

testimony offered before. It is to e x a m i n e  the areas of the bill or the 

effects of S B  67 that h a v e  not yet b e e n  a d d r essed.
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February 7, 1984

T o : House Labor and Commerce Committee 

From: Scott A. Burgess, Executive Director

SB 67 - Utility Relocation CostsR e :

The League opposes SB 67, as introduced, relating to the relocation of 

utility facilities incident to the construction of road or highway 

projects by a municipality.

The League opposes any effort to shift to municipalities the cost of all 

non-municipal utility relocation within existing rights-of-way 

associated with municipal street work.

Municipalities are already facing decreased revenues from reductions in 

Municipal Assistance and State Revenue Sharing Programs. The additional 

burden of paying utility relocation costs could only come from an 

increase in property taxes, unless the municipality owned the utility 

and could pass the cost on to the ratepayers directly. The problem is 

further exacerbated in municipalities with limited road powers. The 

cost of relocating utilities would reduce the amount of money available 

to the road service districts for road construction and maintenance. 

Road service districts rely heavily on state funds and their ability to 

levy taxes is limited.

w
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A  majority of th,.. House Committee on Community and Regional Affairs oppose BC3CSSB 

67 (C&RA). The provisions of HCSCSSB 67 (C&RA) changes the historical 

relationship between utility companies and municipalities in matters pertaining to 

the use of public rights-of-way and streets by various utility companies.' Present 

Alaska Statutes require municipalities to allow utility companies to use the 

public right-of-way and thereby avoid the expense cf securing easements from 

private property owners. The proposed legislation is designed to further benefit 

the utilities by requiring municipalites to pay the costs of relocating the 

utilities when the relocaton is incident to a municipal street project. The 

requirement for municipalities to bear the burden of the relocation costs is 

contrary to practices establised in common law and contraty to procedures used 

throughout the .United States. Imposition of such costs would amount to a public 

subsidy of private profit making ventures as well as for private nor.-profit 

utility companies.

Enactment of any legislation that would require municipalities to pay utility 

relocation costs will not, in the long run, reduce operating costs for utilities 

but in all probability will increase costs to the utilities. Municipalities will 

undoubtedly be highly restrictive in the conditions of future permits for the . 

installation of utilities and will begin l:o charge maximum fees for the use of the

public right-of-way as opposed to the general practice of providing use at no

charge.

The Committee has found that municipalities are fair and reasonable in their 

relationships with utilities, and that the particular needs of each type of 

utility is considered when negotiations for the use of a public right-of-way are 

conducted. The continuation of reasonable :*ces, permit conditions, and equitable 

allocation of utility relocation costs is insured by the availability of 

arbitration and redress provided by the Alaska Public Utilities Commission. The 

considerable diversity of types and purposes of profitable private and of 

non-profit utility companies further reinforces the Committee's belief that the 

allocation of utility relocation costs can best be negotiated on the local \N 

governmental level, on a case by case basis.

In summary, the Committee believes that the proposed legislation is an unnecessary

and unwarranted usurption of local governmental authority which may have an

adverse monetary effect on the utility consumer and the municipal tax payer. 

Therefore, any attempt to legislatively interfere with the existing, relationships 

between municipalities and utility companies should not be favorably considered.

I  s i  Representative Lacher

B arbara L acher, C hairm an 
M ae T iic h e r , V ice-C hairm an 

R an dy  Phillips 
MDo F ritz  

D on  C lockjin  
Jac k  M cB ride 

M ik e  Szym anski
RCS CSSB 67 (C&RA) 

Dear Mr. Speaker,

Alaska gtfatE Seg isla tu rE

House of Representatives 
Comraiktee on Communiry & Regional Affairs



House Community & Regional
Affairs Committee 

Room 102 Capitol Building 
Juneau, Alaska 99801

FILE: Legislature - 1983-84 - SB 67
(Utility Relocation Costs)

SUBJECT: CSSB 67'(L&C)am and proposed HCSCSSB 67(CNRA)

Ladies and Gentlemen::

In considering the subject Bills, please bear in mind the following:

1. The primary and superior use of streets is for transportation 
purposes for the general public. Use of streets for utility 
facilities is a mere convenience to the utility with the bene­
fits accruing to the utility and its utilities, not the general 
public..

2. Tine state generally owns its highways in fee while municipalities 
generally hold their streets by way of dedication. The state is 
not required to permit a utility to be located within its right- 
of-way while municipalities are required by statute to permit 
utilities to locate within their streets.

3. Most state highway projects are substantially funded, by federal 
grants; therefore, the cost of utility relocation is spread 
to all the people of the United States rather than just the 
State of Alaska. Municipal road projects are not funded by 
federal grants.

4. Many utility facilities are installed in municipal streets with­
out permission or with an informal, oral authorization. Some 
facilities may be installed under a permit which does not address 
relocation. The common law controlling these situations is 
that such utilities must be moved at the expense of the utility 
when required by the municipality. Many utilities are installed 
under a franchise or a permit which deals specifically w'ith 
the allocation of costs in the event of a required relocation.

CSSB 67(L&C) would not only reverse the common law, but it would 
also have the effect of altering the contracts or agreements which 
municipalities have with utilities regarding relocation. The legis­
lature should not make a retrospective change in the common law. 
Also, existing agreements not involving the State of Alaska but 
which are in effect on the effective day of any change in the 
statute should not be altered by law.

M NO. C ftJ 7



Re: SB 67
May 4, 1983 
Page Two

At the teleconference hearing several points were raised by utili­
ties which deserve further comment. First was the concept of
"cost causcr-cost payer." This.is a catchy phrase that identifies 
the rate making principle that when one utility customer causes 
the utility to undergo an expense in excess of what it would undergo 
for the average customer, the customer necessitating the expense 
should pay the expense. For example, a customer who requires a 
line extension into an area that has no other customers should 
bear a major portion of the cost of such extension. Similarly, if 
a new industrial customer makes demands for energy which are in 
excess of what the lines and facilities serving his property can 
handle, then it is this customer who should bear the expense of
the upgrade attributable to his increased energy demands. The 
principle does not apply to people who cause a utility expense who 
are not customers of the utility or who cause the expense in a 
capacity other than as a customer. For example, if the principle 
were to apply to non-customers, we could say that the landlord who 
leases office space to the utility causes a cost to the utility in 
charging it rent or in increasing the rent. A regulatory agency 
could require that the utility install certain pollution reduction 
devices on its generation facilities. A municipality, in the 
exercise of its zcning or street powers, could require that a 
utility suspend its above ground facilities a minimum distance 
above the street. In none of these cases does the "cost causer-cost 
payer" principle come into play. It applies only when a customer 
of the utility causes the utility to undergo an expense to serve 
that customer. The principle simply does not apply outside the 
customer-utility relationship; therefore, it is not appropriate to 
apply that principle to the allocation of costs of relocation caused 
by municipal street work.

It was pointed out by the utilities that if the utility must bear
the burden of relocation then it would have to pass those costs on 
to its utility customers in the form of even higher rates. 'For that 
reason, the utilities said, the general public should bear this bur­
den. That is, local government should raise its taxes to assume an 
expense that is normally borne by a utility that generally serves 
less than all those persons who are taxpayers Not only does this 
shift what is normally a utility cost to non-ut .1ity users, it also 
overlooks the fact tb't utilities have generally been getting a 
break in the free use of public streets; that is, if the lines 
had been located on private property, the rate payers would have 
picked up the cost of an easement or a lease and the property owner 
would have received compensation for the use of his property. Here, 
municipalities have generally not received compensation for the 
private use of public streets. It would merely add insult to injury 
if municipalities are required to bear the burden of relocating 
utility facilities which have generally had free use of public



May 4, 1983 
Page Three

R e :  SB 67

property. Even if a utility is a co-op", it generates income through 
its use of public, taxpayer-supported streets. Public use of the 
streets for transportation purposes does not genera.te a revenue. 
Why should the primary and higher use of a street (transportation) 
which generates no revenue be made subservient to a non-governmental, 
revenue-producing use of a public facility?

The City and Borough of Juneau opposes CSSB 67(L&C) am.

I have reviewed a proposed Rouse C&RA Committee substitute for the 
Bill dated 4/29/83. This Pill is certainly more palatable than the

Senate version. However, I t  appears that the Bill would have the 
effect of reviving permits or franchises which were temporary or 
had expired or were otherwise invalid on the effective date of the 
Act. If it is not the committee's intent to revive such permits 
or franchises, I suggest that on page 2, in .line 8, the word 
"before" be changed to "on".

May I add my voice to those who have questioned placing these 
provisions under Title 19 of the Alaska Statutes;. That title deals 
with state highways and transportation systems and not with local 
government streets and roads. Because state • highways are quite 
different from local streets, the two should not be lumped together. 
A later change in the statute to accommodate a state highway problem 
may have an unintended adverse affect on local streets if both are 
controlled by the same statute. Title 29 would be a much more 
logical place for these provisions if they are to be added to the 
law.

Sincerely,

GLS:jr

cc* Mayor and Assembly
City-Borough Manager 
Ginny Chitwood, AML
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House o!f Representatives 
Committee on Community & Regional Affairs

TO Representative Barbara Lacher

FROM Staff

DATE: April 29th, 1983

RE CSSB 67 and HB 244

During previous hearings on HB 244, several problems with the proposed 

legislation were identified which appreared to be unreasonable in view 

of past practices regarding the use of municipal right-of-way by 

utilities.

1) The purpose legislation would nulify the existing agreements under 

which utilities were located in the rights-of-way. It seems improper to 

arbitrarily revoke perhaps hundreds of contractual agreements that have 

been lawfully entered into by municipalities and utilities.

The proposed substitute re ains any existing permit, franchise 

agreement.

2) CSSB 67 and HB 244 would require municipalities to pay for all costs 

of utility relocations.

.The proposal is not in accordance with long established law and the 

usual practice of the past, cr of cities within the rest of the United 

States.

For the state to legislate such a requirement, is a considerable 

usurption of a municipalities legislative authority.

Additionally, if such a law were to be enacted, municipalities would 

undoubtedly become very restrictive in the conditions of any permit they 

would issue, and, would in all probability begin to charge significant 

permit or franchise fees v/hich would be designed to cover their cost of 

utility relocations. In this event, there would be no net gain for 

utilities.



The Committee substitute bill allows for negotiation to take place 

between the municipality and the utility so that the costs of relocation 

can be allocated and some give-and-take can occur.

3) CSSB 67 and HB 244 would require municipalities to pay for utility 

relocations in those cases where utilities were installed without a 

permit. •

Under existing law, utilities wculd generally be required to pay any 

costs of relocating these facilities. The existance of this practice 

may have played a large part of municipalities not instituting a 

permitting system. To change the existing practice, without notice, may 

cause an unreasonable and unexpected expense to municipalities.

The provisions of the proposed committee substitute establish a date 

certain from which the cost of relocations will be in accordance with 

the terms of a permit. Utility companies may obtain new permits for 

existing facilities whether or not they were installed with a permit.

4) The definition of relocation costs, as proposed in CSSB 67 does not 

require payment for depreciated cost, but no clarification of "service 

life" is provided.

The proposed substitute bill defines how service life may be determined.
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' .'Representative Lacher
Ap r i l  28 ,  1983
Page Three

Section 7. This section of the bill provides an effective date of 
July 1, 1983.

The Impact of the Proposed Legislation on Municipalities

Permits and Easements. There was considerable uncertainty among the 

individuals we contacted regarding the effects of the provision in 

Section 3 w hi ch  exempts municipalities from paying for the relocation 

of utility facilities not located under the conditions of a valid 

easement or permit. Very few municipalities have had permit systems 

for utility facility placement in place for any length of time. T h e r e­

fore, most utility facilities have not been installed under the 
conditions of a valid permit.

Municipalities are required by AS 42.05 to grant easements to u t i l i s e s  

for the use of their right-of-ways. However, both Lee Sharp, Juneau 

City Attorney, and Dave Soulak, Palmer City Manager, stated that utility 

facilities are not always properly placed within the right-of-way. 

Mr. Sharp expressed concern that municipalities might be required to 

pay for the cost of relocating utilities that are not properly placed 

within the right-of-way. According to Linn Asper, facilities which 

are not correctly placed within the right-of-way would not generally 

be considered to be located under the conditions of a valid easement. 

However, he acknowledged that utilities have located their facilities 

under a v a r i e t y  of different arrangements with municipalities, and 

that it is difficult to anticipate the effects of this proposed a m e n d­

ment on every case.

Reimbursement Issues. Another impact of the bill is to apply the 

current and proposed provisions of AS 19.45.001(4) to municipalities. 

AS 19.45.001(4) currently defines the costs to be paid for relocating 

utility facilities, and would be amended to permit the State and m u n i c i­

palities to reduce this payment if the service life of the facility is 

extended. According to Peter Sokolov, Chief Engineer for the Alaska 

Public Utilities Commission (APUC), most regulated utilities have 

service life schedules, approved by the APUC, which are used to calculate 

depreciation. However, Mr. Sokolov stated that the actual service 

life of utility equipment varies considerably, with location of the 

facility being the mo-t important factor affecting service life. >

Mr. Sokolov stated that municipalities might experience difficulties 

determining when the equipment was installed. According to Mr. Sokolov, 
many of the smaller utilities do not have adequate records to determine 

when its facilities were installed and even some of the larger utilities 

may not have complete records of their facilities installation. He 

noted that the service life for some facilities can be as much as 

fifty years, a long time to maintain records.
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According to Bob Lesher, auditor for the Alaska Department of T ra nspor­

tation and Public Facilities, the State currently reimburses utilities 

according to the federal guidelines established for federally funded 

highway projects; almost all of the Department's highway projects re­

ceive some federal funding. Under federal guidelines, depreciation of 

equipment is not taken into account unless the utility is forced to 

move at least one mile of their facilities as a result of the project. 

When this is the case, there are explicit formulas established by the 

federal government to calculate the depreciation. As a result, Hr. 

Lesher stated, State law is rarely applied to State reimbursement 
policies.

Mr. L e sh er  noted that the State has experienced no difficulties using 

the federal requirements for reductions in payments for service life 

extension. He stated that the most frequent area of disagreement be­

tween the State and utilities is the determination of what constitutes 

legitimate overhead charges for the relocation of utility facilities.

Cost to Municipal ties. Several sources, including Lee Sharp, Juneau

City Attorney, stated that under common law, utilities are generally

held responsible for the cost of relocation in absense of any agreement 

to the contrary. The courts have found that right-of-ways primarily

serve transportation needs, and the utility rights are therefore sub­

servient"to the transportation function of the right-of-way.

There are a variety of municipal policies in Alaska concerning reim­

bursement for the cost of utility relocation. A number of mun ic ipa li­

ties, including the Fairbanks North Star Borough, and the City of 

Fairbanks, are currently paying for the cost of relocating utility 

facilities. According to Pat Lancaster, Right-of-way Agent for the 

M at anuska-Susitna Borough, the borough recently adopted a new policy 

of paying for utility relocation, although no reimbursements have been 

paid yet. According to Lee Sharp, the City and Borough of Juneau

decides whether or not to pay the cost of utility relocation on an 

individual basis. In some communities, some o r  ail of the utilities 

are municipal ly o'uned. Munci pal i ties which are currently paying for 

utility relocation or own their own utilities should not be greatly 
affected by the legislation.

However, many municipalities do not now pay for the cost of relocating 
utility facilities. The City of Kenai currently requires utilities to 

pay for the relocation of facilities in municipal right-of-ways, as does 

the M un ic ipality of Anchorage and the City of Palmer. According to 

Lloyd Hodson, General Manager of Alaska Village Electric Co-Op, his 

utility generally must pay for utility relocation in the 48 communities 

in western Alaska it serves. Although very little m . o c a t i o n  has oc­

curred in the past, he noted that road expansion in these communities 

has been increasing over the last few years.
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We were unable to identify the exact percentage of municipalities that 

do not currently pay for relocating utility facilities. Both Dave 

Hutchins,'with the Alaska Rural Electric Co-Op Association, and Gordon 

Parker, of the Alaska T elephone Association, stated that most m u ni ci­

palities in Alaska currently pay the utility relocation costs associated 

with their road projects. However, they both noted that a significant 

number of municipalities do not.

We are unable to d etermine the cost to the municipalities should this 
proposed legislation be enacted. Several municipal officials and 

.utility representatives explained that relocation costs vary greatly 

according to the types of facilities to be relocated, the initial 

placement of the facilities, and the location of the project.

However, it is possible to state that those municipalities that are 

not currently reimbursing utilities may be faced with significant 

increases in the cost of road projects if this legislation is adopted. 

Pat Lancaster, Right-of-way Agent for the Matanuska-Susitna Borough, 

stated that the Mat-Su Borough uses a rough estimate of $25,000 per 

mile for utility relocation costs, although he emphasized that the 

actual cost varies tr eme ndously among projects. D ave Soulak, City 

Manager for Palmer, estimates that paying for utility relocation will 

i ncr ea se  Palmer's road project costs between 5 and 15 percent.

One impact of the bill on m un ic ipalities might be to restrict the use 

of local improvement districts* by municipalities to fund road improve­

ments. The City of K e n a i , for example, currently restricts the a s s e s s­

ments on property owners in a district to 25 percent of the value of 

the property and the improvement. According to T im  Rogers, City A t t o r­

ney for Kenai, the ability of local improvement districts to finance 

projects could be reduced if utility relocation costs are added to the 

cost of the project. Mr. Rogers stated that in some cases, local 

improvement districts wo ul d be unable to finance projects at all; in 

some other instance, projects might have to be scaled down.

Dave Soulak, Palmer's City Manager, stated that some street improvement 
projects in Palmer might become cost prohibitive if local assessment 

districts were required to pay for utility relocation. Pat Lancaster 

also noted that the b i M  would place hardships on local improvement 

districts, although he felt that it was appropriate to include utility 

relocation in road project casts. However, local improvement districts 

are used to finance road projects in at least one municipality which

* Local improvement district refers to any district or service area used 

to finance improvements through assessments against all of the prop er­

ty owners in the district.
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pays for utility relocation. According to Dennis Holtry in the F ai r­

banks North Star Bor ou gh Engineering Department, local improvement 

districts in that boro ug h pay for utility relocation resulting from 
their road improvements.

According to Peter Sokolov, with APUC, shifting the cost of relocating

utility facilities to m un ic ipalities is not likely to result in a

reduction of utility rate*. However, he did state that future utility 

rate increases might be lower, as the APUC would expect any reduction 

in operating costs to be incorporated into future rate proposals.

* * *

If you have any questions, or if we can be of further assistance to
you, please do not hesitate to- contact us.

JK
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April 11, 1983

Alaska Municipal League 
204 North Franklin 
Juneau, Alaska 99801

Dear Sir:

Re: UTILITY RELOCATION COSTS, HB244, CSSB67

I advised in an earlier telephone conversation with the Alaska 
Municipal League staff that the Municipality of Anchorage was 
considering revising our Title 24 in regard to reimbursement to 
utilities for relocation due to road construction. That revision 
has not been finalized as of this time, however, you may find the 
enclosed results of our recent telephone survey of interest. It 
appears Vhat HB244 and CSSB67 are establishing new presidence for 
expenditure that other cities in the U.S.A. would not consider. 
In fact most officials insist the right-of-ways are first for 
traffic and public use and use by utilities is a privilege which 
many are required to pay for through their franchise agreements.

The telephone survey was conducted in an effort to confirm the 
direction we should take, especially concerning private utili­
ties. Essentially all cities surveyed require the utilities to 
pay for their own relocation. This included cable TV. For the 
State to mandate paying relocation costs for a utility 
establishes a significant precedent which has not been required 
of local governments in other states.

The Municipality is not in favor of the proposed legislation. It 
is an unreasonable assumption of local authority. The local 
government should have the right to legislate the conditions upon 
which they will make reimbursement for relocation and how they 
will control use of their right-of-ways. Equally important, 
since some utility relocations ara quite costly, requiring the 
local government to pay for those relocations will have a serious 
impact on the amount of monies available for upgrading or 
construction of new roads.
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In some cases allowing the utilities to utilize the right-of-way 
for free and then pa-'ing for their relocation will preclude a 
local government from being able to finance constructing or 
upgrading the street.

Sincerely,

Everett P. Diener 
Director of Public Works

EPD/clg 
aw4/epd4 5

cc: Patrick Anderson



TELEPHONE SURVEY METHODOLOGY

Thirteen cities throughout the United States were contacted by 
telephone last week. These cities were chosen at random with an 
emphasis on West Coast cities which are somewhat similar in size 
to Anchorage. In each case the Director of Public Works or the 
City Engineer was asked four specific questions relating bo how 
utility costs are handled with respect to locally funded street 
improvement projects and relating to how cable television reloca­
tion costs are handled.

SUMMARY OF FINDINGS

In every case the costs associated with relocating utilities as a 
result of a locally funded street improvement project are borne 
by the utility companies. In three cases, (Tacoma, Washing ton? 
San Diego, California; and Denver, Colorado) and exception is 
made with respect to public utilities owned by the local govern­
ment. These cases are discussed below.

| In every City contacted, the local government has a franchise
I with the utility companies whereby the City takes a percentage of

their gross revenues, on an annual basis, for the utility's use 
of the public right-of-way. Although undergrounding of utilities 
was not one of the questions asked, in one case (San Diego) it 

?! was learned that the San Diego Cas & Electric Company franchise
y recently came up for renegotiation and the annual percentage of

gross income was increased to help fund their undergrounding 
program. This new program was discussed as a "model" for the 
United States. In the case of San Diego Gas & Electric Company, 
$4 million per year is collected from them and used in San 
Diego's undergrounding program.

CITY BY CITY RESULTS

Seattle, Washington; By ordinance, the utility companies pay all 
costs of relocation in every case unless die relocation is tem­
porary because of the city's direction or error.

Portland, Oregon: Private utilities pi. v all costs associated
with relocations. City owned utilities also pay relocation costs 
except if a street was changed after an improved location had 
been given. In such cases the costs are part of the project and 
they are assessed. All utilities exist in the right-of-way under 
a franchise, and the franchise with the cable television company 
specifically requires that this company pay all its relocation 
costs.

3 Spokane, Washing ton: Gas, telephone and electric are all private
utilities and they pay for any relocation costs in a street 
improvement project. The same is true for city owned utilities, 
water and sewer only, except where Public Works establ Vues a
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grade for the streets and if there is a change in grade, then 
Public Works bears the cost unless the relocation work was done 
without a grade or the city-owned utility disregarded the street 
grade. Spokane's cable television company has a pole agreement 
with the private owner of the pole and not with the City.

Tacoma, Washington: Private utilities, including gas, telephone
and cable television pay all costs of relocation. Public utili­
ties, which are another part of the local government, receive 
reimbursement for materials only, plus an overhead charge. If 
the street improvements are locally funded, this charge is 
usually 15 percent; if federally funded, normally the charge is 
limited to 10 percent. If the public utilities are being relo­
cated from a recently assigned location, the project pays the 
relocation costs. Public utilities do not include those coming 
into Tacoma from the county subsequent to the passage of their 
local ordinance.

San Diego, California; In San Diego the city owns the water and 
sewer utilities and in the case of relocations, the city pays 
such costs. In every other case the individual utility companies 
pay the cost of relocation. The city has a franchise with each 
company whereby the city collects an annual percentage of their 
gross receipts. There are utility coordinating committees which 
meet monthly to work out utility conflicts before they actually 
occur. This City has just started an extensive undergrounding 
program which is paid for through the franchise agreements with 
the utility companies.

Minneapolis, Minnesota: All utility companies pay their own
relocation costs including the water and sewer utility which is 
owned by the city of Minneapolis. However, once a utility is
relocated, it cannot be asked to relocate again for another ten 
years. Otherwise, the city pays for the relocation costs. The 
City has franchise agreements with each of its utilities. Cable 
television is going in now in the Minneapolis area, and they will 
be paying any relocation costs pursuant to their franchise.

Boise, Idaho: Except for federal aid projects, local utilities
relocate at their own expense. This is considered to be a cost
of doing business.

Tucson, Arizona: All utilities are considered to be secondary
users of the right-of-way. utility coordination section con­
tacts utilities when there Ls a need for relocation because of 
street or storm improvements. Utilities are given a schedule for
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the work and they must relocate their utilities at their own 
expense in advance of the street construction.,

Anaheim, California: All utilities, including the city-owned
water and electrical utilities, pay for their own relocation 
costs. This City reported that they knew of no city in 
California where any relocation costs were paid for a privately 
owned utility company. Cable television is going into the 
Anaheim area this summer under a franchise with the City, and 
this company is required to pay all relocation costs.

Kansas City, Missouri: Utility companies pay their own reloca­
tion costs. The local cable television company is not entitled 
to reimbursement for relocations under their agreement with the 
City.

Denver, Colorado: All utilities pay their own costs for reloca­
tion except water and sewer, which is a city-owned utility and 
under the authority of the Director of Public Works, where the 
cost of relocation is borne by the project. This city is just 
getting started with cable television, and they have a franchise 
whereby this utility pays all relocation costs.

Knoxville, Tennessee: Every utility company pays its own reloca-
tion costs. The cable television company is on Bell poles and 
has its own agreement with Bell.

EPD/clg 
aw4/epd45.1
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March 29, 1983

To: Senate Community and Regional Affairs Committee

From: Ginny Chitwood, Executive Director 

Re: SB 67 - Utility Relocation Costs

Municipalities oppose SB 67 because the issue is a local one and should 

be resolved at the local level. This bill would amend Title 29, Chapter 

25 - Protection and Use of State Highways and Roads (emphasis added).

The changes in SB 67, however, don't relate to state roads; they deal 

with local roads.

It is easy to understand why there is a provision in law for the state 

to pay the utility relocation costs since 95% of the funding is paid by 

thp federal government. In municipal road projects, however, there is 

no wa; to shift 95% of the costs to a non-resident third party. The 

costs are paid by the local taxpayer unless the municipality receives a 

specific state grant for a specific project.

Since cost figures vary widely depending on the circumstances of each 

road project, I was not able to generate any average municipal cost per 

mile figures, but I do have general comments from several 

municipalities.

City of Palmer - Manager David Soulak estimates the provisions of SB 67, 

without section 5, would cause a 5% to 15% increase on three road 

projects currently being planned. In many cases, utilities are not 

whore they're supposed to be. He doesn't think that municipalities 

should have to pay for utility mistakes, but does not oppose the 

municipality paying to relocate the utility if it is put in according to 

a permit.

Matanuska-Susitna Borough - Manager Gary Thurlow basically agrees with " 

Soulak.

City and Borough of Sitka - Administrator Rocky Gutierrez believes thai. 

municipalities shouldn't be in state statutes except in Title 29. Sitka 

has worked out an agreement with the non-municipal utilities.

City of Kodiak - Manager Sam Gesko opposes section 3 of the bill, making 

the relocation costs a municipal responsibility.

City of Fairbanks - Manager Wally Droz cays there would be no effect on

M EMBER OP THE NATIONAL LEAGUE OF C IT IES AND THE NATIONAL ASSOCIATION OF COUNT IES



the City of Fairbanks because their policy is to pay r- cation costs, 

although the utility pays for any upgrades.

Fairbanks North Star Borough - Public Works Director Don Moore reports 

that current borough practice is for the utility to pay relocation costs 

so shifting the cost to municipalities would cut down on the amount of 

road work that could be done with the available money.

City and Borough of Juneau - Public Works Director George Porter says 

that cost allocations are decided on a case by case basis, depending on 

whether the utility is where it was supposed to be, the age of the line, 

etc.

City of Ketchikan - City Manager Jim Van Altvorst estimates that the 

bill would cost the city an estimated $50,000 this year.

Municipality of Anchorage - Public Works Director Paul Diener believes

that this is a local issue. Anchorage has a new ordinance in the works 

that would require the municipality to pay the relocation costs if the 

utility has a permit and is at the location specified in the permit; in 

other cases, the utility would be required to pay.

City of Kenai - Paying relocation costs would cut down the amount of

road work the city could do. Attorney Tim Rogers points out that common 

law indicates that "Rights in streets or highways....are at all times 

held in subordination to the superior rights of the public".

\



S u g g e s t e d  b y :  C i t y  C o u n c i l

C I T Y  OF K E N A I

R E S O L U T I O N  N O. 8 3 - 3 2

A R E S O L U T I O N  O F  T H E  C O U N C I L  OF T H E  C I T Y  OF K E N A I ,  A L A S K A  

R E Q U E S T I N G  T H E  T H I R T E E N T H  L E G I S L A T U R E  OF T H E  S T A T E  C F  A L A S K A  N O T  

TO B U R D E N  L O C A L  G O V E R N M E N T  W I T H  A D D I T I O N A L  A N D  U N N E C E S S A R Y  C O S T S  

IN B U I L D I N G ,  M A I N T A I N I N G  OR R E P A I R I N G  R O A D S  W H I C H  A R E  THE 

R E S P O N S I B I L I T Y  OF L O C A L  G O V E R N M E N T  BY P A S S I N G  S B  6 7  W H I C H  F O R C E S  

M U N I C I P A L I T I E S  TO P A Y  T H E  C O S T S  OF R E L O C A T I N G  U T I L I T Y  P O L E S  

A N D / O R  L I N E S  IN C O N J U N C T I O N  W I T H  A N Y  OF T H E  M U N I C I P A L I T I E S '  R O A D  
P R O J E C T S .

W H E R E A S ,  t h e  c o m m o n  l a w  in t h e  S t a t e  o f  A l a s k a  h a s  a l w a y s  b e e n  

t h a t  w h e n  a m u n i c i p a l i t y  r e q u e s t e d  a u t i l i t y  to m o v e  i t s  p o l e s  or 

l i n e s  in c o n j u n c t i o n  w i t h  a r o a d  p r o j e c t  u n d e r t a k e n  b y  s a i d  

m u n i c i p a l i t y ,  t h a t  c o s l  h a s  b e e n  b o r n e  by t h e  u t i l i t y  

c o m p a n y ,  a n d

V/HERE A S, t h e  p a s s a g e  o f  SB 6 7  w i l l -  o n l y  b u r d e n  l o c a l  t a x p a y e r s  

w i t h  a d d i t i o n a l  c o s t s  w h i c h  in t h e  p a s t  h a v e  n o t  b e e n  b o r n e  by 
t h e  l o c a l  t a x p a y e r s ,  a n d

W H E R E A S ,  e l e c t r i c  u t i l i t i e s  h a v e  b e e n  p r o v i d e d  an e a s e m e n t  a l o n g  

s a i d  r o a d s  b y  m u n i c i p a l i t i e s  w i t h o u t  a n y  c o s t  to t h e  u t i l i t y ,

W H E R E A S ,  t h e  u t i l i t y  w i l l  b e  a majui- b e n e f a c t o r  f r o m  SB 6 7  at the 
e x p e n s e  o f  t h e  l o c a l  t a x p a y e r s ,  a n d

W H E R E A S ,  t r a n s f e r r i n g  t h e  b u r d e n  o f  t h e  c o s t  o f  r e l o c a t i n g  

u t i l i t y  t r a n s m i s s i o n  l i n e s  a n d  p o l e s  to t h e  p u b l i c  s e c t o r  is 

c o n t r a r y  to t h e  p u b l i c  g o o d  a n d  w e l f a r e  o f  t h e  t a x p a y i n g  p u b l i c ,  
a n d

W H E R E A S ,  t h e r e  is a s t r o n g  p o s s i b i l i t y  t h a t  w i t h  t h e  p a s s a g e  of 

S B  67 it w o u l d  d i s c o u r a g e  m u n i c i p a l i t i e s  in m a n y  c a s e s  f r o m  

t r y i n g  to m a k e  a p p r o p r i a t e  a n d  a d e q u a t e  r e p a i r s  to e x i s t i n g  

s t r e e t s  b e c a u s e  o f  t h e  a d d i t i o n a l  b u r d e n  a n d  t h e r e f o r e  b e  

d e t r i m e n t a l  a n d  p e r h a p s  e v e n  d a n g e r o u s  to t h e  m o t o r i n g  p u b l i c  in 
m a n y  m u n i c i p a l i t i e s .

■\

N O W ,  T H E R E F O R E ,  BE IT R E S O L V E D  BY T HE C O U N C I L  OF Till'. C I T Y  OF 

K E N A I ,  A L A S K A ,  t h a t  s a i d  C o u n c i l  g o  o n  r e c o r d  u r g i n g  t h e  

T h i r t e e n t h  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a  to d e f e a t  SB 67 on 

t h e  b a s i s  t h a t  it a p p e a r s  n o t  to b e  in t h e  b e s t  i n t e r e s t s  of t he 

c i t i z e i s  o f  t h e  S l a t e  o f  A l a s k a ,  a n d  f u r t h e r  t h a t  i m m e d i a t e l y  

a f t e r  t h e  a d o p t i o n  o f  t h i s  r e s o l u t i o n  t h e  C l e r k  o f  t h e  C i t y  o f



K e n a i  s h a l l  m a i l  c o p i e s  t h e r e o f  to G o v e r n o r  W i l l i a m  J. S h e f f i e l d ,  

S e n a t o r s  D o n  G i l m a n  a n d  P a u l  F i s c h e r ,  R e p r e s e n t a t i v e s  H u g h  

M a l o n e ,  M i l o  F r i t z ,  B e t t e  C a t o  a n d  V e r n  H u r l b e r t ;  in a d d i t i o n ,  

t h e  C h a i r m a n  a n d  V i c e - C h a i r m a n  o f  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  

C o m m i t t e e ,  R e p r e s e n t a t i v e s  W a l t  F u r n a c e  a n d  R i c k  U e h l i n g  a n d  

C h a i r m a n  a n d  V i c e - C h a i r m a n  o f  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  

C o m m i t t e e ,  S e n a t o r s  R i c h a r d  E l i a s o n  a n d  B o b  M u l c a h y  as w e l l  as 
t h e  A l a s k a  M u n i c i p a l  L e a g u e .

P A S S E D  B Y  T H E  C O U N C I L  O F  T H E  C h d a y

o f  M a r c h ,  1 9 8 3 .

R o n a l d  A. M a l s t o n ,  M a y o r

A T T E S T :

J a n e t  W h e l a n ,  C i t y  C l e r k

! /
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C I T Y  OF  K E N A I
x  " O i l  C a p i t a l  A l a s k a

P. O .  BOX J80 XENAI.  ALASXA 996 )1  

TELEPHONE 283 • 7S3S

M a r c h  11, 1 9 8 3

H o n o r a b l e  R i c h a r d  E l i a s o n ,  C h a i r m a n  
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D e a r  S e n a t o r  E l i a s o n :

In r e s p o n s e  to a r e q u e s t  b y  y o u  d i r e c t e d  t h r o u g h  t h e  A l a s k a  

M u n i c i p a l  L e a g u e  in p r o v i d i n g  y o u  w i t h  i n f o r m a t i o n  o n  h o w  m u c h  it 

w i l l  c o s t  m u n i c i p a l i t i e s  to p a y  f o r  r e l o c a t i o n  o f  u t i l i t i e s  in 

c o n n e c t i o n  w i t h  m u n i c i p a l  h i g h w a y  p r o j e c t s ,  p l e a s e  c o n s i d e r  t h e  
f o 1 l o w i n g :

H o m e r  E l e c t r i c  w h i c h  is t h e  p r o v i d e r  o f  e l e c t r i c a l  p o w e r  for the 

C i t y  o f  K e n a i  a n d  t h e  s u r r o u n d i n g  a r e a s  h a 3  i n d i c a t e d  to t h e  City 

t h a t  d u r i n g  t h e  y e a r 3  1 9 0 0 ,  1 9 0 1  a n d  1 9 0 2 ,  t h e  c o s t  for 

r e l o c a t i n g  t h e i r  u t i l i t y  p o l e s  in c o n j u n c t i o n  w i t h  r o a d  p r o j e c t s  

u n d e r t a k e n  b y  t h e  C i t y  o f  K e n a i  c o s t  in e x c e s s  o f  $ 3 0 0 , 0 0 0 .  In 

a d d i t i o n ,  for t h e  l a s t  h a l f  o f  1 9 0 2 ,  H o m e r  E l e c t r i c  s u b m i t t e d  a 

b i l l  f o r  $ 6 0 , 0 0 0  f o r  a p a r t i c u l a r  r o a d  p r o j e c t  t h a t  t h e  C i t y  h a d  
u n d e r  c o n s t r u c t i o n .

At t h i s  t i m e ,  t h e  C i t y  h a s  r e f u s e d  to p n y  t h a t  b i l l  a n d  as a 

m a t t e r  o f  f a c t ,  we n o w  f i n d  o u r s e l v e s  i:; c o u r t  w i t h  t h a t  u t i l i t y  

o v e r  t h e  d i s p u t e  o f  w h e t h e r  or n o t  t h e  u t i l i t y  or t h e  C i t y  is 
g o i n q  to p a y  t h o s e  c u s t s .  T h e  C i t y ' 3  c o n t e n t i o n  is a n d  w i l l  

r e m a i n  u n t i l  d i r e c t e d  o t h e r w i s e  t h a t  t h e  u t i l i t i e s  a r e  in o u r  

r i g h t  o f  w a y 3  at t h e  s u f f e r a n c e  o f  t h e  p u b l i c  a n d  t h e r e f o r e  w h e n  

t h e  C i t y  u n d e r t a k e s  a m a j o r  r o a d  r e d e s i g n  o r  i m p r o v e m e n t  p r o j e c t ,  

t h e  u t i l i t y  s h a l l  b e a r  t h e  c o s t  f or m o v i n g  t h e  p o l e s  to c o m p l y  
witli t h e  r o a d  d e s i g n .

In a d d i t i o n  to t h a t ,  in 1 9 0 2  t h e  C i t y  hail a d o w n t o w n  r o a d  p r o j e c t  

for w h i c h  we w e r e  a s p h a l t i n g  a l m o s t  a m i l e  a n d  a h a l f  o f  r o a d ,  we 

r e q u e s t e d  t h a t  H o m e r  E l e c t r i c  b u r y  t h e i r  l i n e s  in t h a t  a r e a  on 

t h e  b a s i s  t h a t  it w a s  d o w n t o w n  p r o p e r t y .  H o m e r  E l e c t r i c  r e f u s e d  

to b u r y  t h o s e  l i n o s  a n d  w e  sat d o w n  a n d  n e g o t i a t e d  w i t h  H o m e r  

E l e c t r i c  a n d  t h e  C i t y  e n d e d  up p a y i n g  for t h e  b u r y i n g  o f  t h o s e  
l i n ' s  a n d  t h e  c o s t  to t h e  C i t y  w a -  $ 7 9 , 0 0 0 .



N o w ,  as a m a t t e r  o f  f a c t ,  w e  c o u l d  h a v e  f i x e d  t w o  or t h r e e  o f  o u r  

r o a d s  in t h i s  c o m m u n i t y  t h a t  d u r i n g  b r e a k u p  n o - o n e  c a n  e v e n  d r i v e  

d o w n ,  c i t i z e n s  h a v e  to p a r k  t h e i r  c a r s  as "far a w a y  as f o u r  or 

f i v e  c i t y  b l o c k s  f r o m  t h e i r  h o m e  b e c a u s e  t h e  r o a d s  a r e  in s u c h  

c o n d i t i o n  d u r i n g  b r e a k u p  t h e y  c a n n o t  b e  t r a v e r s e d .

It is Tor t h e s e  r e a s o n s  t h a t  t h e  C i t y  o p p o s e s  S B  67. T h e  C i t y ' s  

c o n t e n t i o n  is t h a t  it a l w a y s  h a s  b e e n  a n d  s h o u l d  r e m a i n  t h e  

u t i l i t y ' s  r e s p o n s i b i l i t y  for r e l o c a t i n g  t h e i r  u t i l i t y  l i n e s  w h e n  
t h e  C i t y  is i m p r o v i n g  t h e  h i g h w a y  s y s t e m  f r o m  a s a f e t y  s t a n d p o i n t  

a n d  for a c o n v e n i e n c e  s t a n d p o i n t  for t h e  t r a v e l i n g  p u b l i c  in 
t h e s e  c o m m u n i t i e s .

At t h i s  p o i n t  we h a v e  o n l y  t a i k e d  a b o u t  t h e  e l e c t r i c  u t i l i t y ,  y o u  
m u s t  r e m e m b e r  t h a t  i f  t h o s e  c o s t s  a r e  r e p r e s e n t a t i v e  for t h e  

e l e c t r i c  u t i l i t y ,  m o s t  a ll o f  t h e  t e l e p h o n e  l i n e s  m u s t  b e  at t h e  

s a m e  t i m e  m o v e d  a n d  o n  m a n y  o c c a s i o n s ,  t h e  g a s  l i n e s  a l s o  h a v e  to 

b e  m o v e d .  If y o u  m u l t i p l y  $ 3 0 0 , 0 0 0 +  t h e n  t h e  C i t y  o v e r  t h e  l a s t  

t h r e e  y e a r s  w a s  l o o k i n g  at a t o t a i  e x p e n d i t u r e  o f  a p p r o x i m a t e l y  

$1 m i l l i o n  j u s t  to r e l o c a t e  t h e  u t i l i t i e s  in o r d e r  to p e r m i t  t h e  

C i t y  to r e p a i r  a n d  m a i n t a i n  t h e  r o a d s  to b e n e f i t  t h e  t r a v e l i n g

It b e c o m e s  o b v i o u s  t h a t  a c i t y  o f  3 , 0 0 0  p e o p l e  d o e s  n o t  h a v e  t h e  

k i n d  o f  m o n e y  n e c e s s a r y  in o r d e r  to do t h e  r o a d w o r k  t h a t  we f e e l  

is o u r  o b l i g a t i o n  a n d  at t h e  s a m e  t i m e  p r o v i d e  t h e  m o n e y  f o r  a l l  
o f  t h e  u t i l i t i e s  w h i c h  a r e  p r i v a t e  e n t r e p r e n e u r s  a n d  in t h e  
p r o f i t  m a k i n g  b u s i n e s s .

S i n c e r e l y ,

C i t y  M a n a g e r  

W J B / d g

cc: S e n a t o r  D o n  G i l m a n

S e n a t o r  P a u l  F i s c h e r  

R e p r e s e n t a t i v e  H u g h  M a l o n e  

R e p r e s e n t a t i v e  M i l o  F r i t z  

' l a s k a  M u n i c i p a l  L e a g u e

p u b  1 i c .



ANCHORAGE WATER & SEWER

3000 Arctic Boulevard 
Anchorage, Alaska 99503 

(907) 277-7622

to n y  Knowles 
M ayor

March 7, 1983

Owned by the M un ic ipa lity  
o l Anchorage

Senator Eliason 
Chairmn, Labor Si Commerce 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

RE: SB-67

Dear Senator Eliason:

From the perspective of water and wastewater facilities, passage of the subject 
legislation should not have a significant impact on the cost of municipal road 
improvements.

In Anchorage for example, it is rare when a municipal road improvement impacts 
much more than the surface or above surface water and wastewater facilities. 
Generally this would include moving fire hydrants, adjusting sewer manhole ele­
vations, adjusting water valve box elevations, etc. These type of relocations 
cost AVAVU approximately $100,000 in 1982, a year with significant road improve­
ment activity.

An exception to the above would be a situation where a road improvement project 
necessitated relocating an entire stretch of water o-.' se.ver main. Generally 
this only occurs when the road grade is lowered so much that freezing becomes a 
potential problem for an existing facility. In these cases relocation could 
cost as much as $100 per lineal foot of pipe, including apurtenances.

If the Anchorage Water and Wastewater Utility can provide any further informa­
tion please contact either myself or Brian Crevdson at 265-5561.

ROBERT E. SMITH 
General Manager
Anchorage Water Si Wastewater Utility

RES/BIC/slr
H/SE

cc: Alaska Municipal League
Pa.rick Anderson 
John Harshman
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PALMER, A L A S K A  99645

February 7, 1983

The Honorable Richard Eliason 

Alaska State Senate 

State Capitol 

Pouch V

Juneau, Alaska 99811 

RE: SB -69-(* 'I

Dear Senator Eliason,

The City of Palmer opposes SB-69"in its entirety and for good reason.

Matanuska Telephone Association (MTA) has operated since 1972 without a franchise 

with the City of Palmer after the original franchise lapsed after twenty years. 

During the last ten years plus, MTA has embarked upon an underground burial prograir 

without obtaining permits or approval of the City for use of their right of way.

While Matanuska Electric Association has had a franchise since 1952 and renewed 

this in 1972. The MEA franchise stipulates that all relocations will be at their 

expense.

MTA's burial program may have not been too bad if they would have stayed adjacent 

to the property line as the municipal code spells out, but this was not the case.

Last September, we let contracts for paving of various streets using per capita 

money as seed money for special assessment districts. From the onset of construction 

we had problems. In one street, we had cable buried, from the left to rinht 

at 6'-0"±, 12'-0"± and 18'0"± in a sixty (60) foot right of way. ! ince this street 

according to our Comprehensive Plan is designated as a residential collector street 

its design width is forty four (44) feet back of curb to back of curb. The bill MTA 

has sent to the City of Palmer for relocating approximately six hundred (600) feet 

in this situation is $19,329.06.

In addition to this sum, we received a hill from  the cable television installation ; ' 
company for damages too.

.Now, this brings up another item. Prior to the cable television installation, we 

advised the contractor alonq wi th  MTA representatives that the cable should be buried 

no more than six (6) feet from the property line and all street crossings to be a 

mini mu m three (3) feet deep. This was sent formally to MTA in the form of a letter. 

Since MTA hired a private contractor for this work, it was the private contractor's 

goal to bury as much as soon as possible. Even though every single parcel of 

land in the City has been surveyed at one time or the other, neither MTA nor the 

private contractor took the time to locate any property pins. There w ere instances 

we  had them relocate cable since they were well beyond the six feet. Their 

reasoning was that they measured off the centerline of our dirt streets. Even so, 

tire centerline of a street is not always the centerline of the right of way. This 
is especially true of non-permanent streets.
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Further, the cable drop services to the residents which crossed the street were 

buried less than one (1) foot deep. MTA was advised of this fact and they said to 

cut the service as they are in the wrong.

On another street that was bid in the September street bid package, MTA has billed us 

$22,248.55 for relocation expense when the cable meandered throuqh the right of way 

up to twelve (12) feet into the right of way and was from six (6) inches to two (2) 

feet deep.

On another street, we were billed $2,414.79 for cable relocation that varied fr.m 

being on private property to ten (10) feet into the right of v/ay to avoid bushes and 

branches. The reason for these costs being so small is that the street was not located 

in the center of the right of w a y  and the shifting of  the street did not cause 

as much relocation as normal, besides it was in an open area lacking of vegetation.

These costs will add between five and fifteen (5-15%) percent to the project cost 

depending upon street design. Each street will vary with the degree of encroachment.

We would agree that if utilities were placed in accordance with a permit issued by the 

City or Municipality and relocation was at our request, then we would be will in g to 

pay for the costs. But to absolve the utilities, as in our case, Matanuska Telephone 

Association and Matanuska Electric Association, of prior helter skelter installation 

is inequitable and unjustified.

This naturally is a concern to the utility companies as they, in most cases, have 

gone about placing their utilities without care for proper placement.

Now with the possibility of natural gas being brought into many parts of the Matanuska 

Valley, utility corridor placement plays a larger role especially in the City of Palmer.

When the City of Palmer installs water, sewer or storm sewer, we engage the services 

of a professional enginee r to design and stake out the construction to insure proper 

alignment and grade. It increases our costs marginally, but this is what all 

utilities should be r e o n r e d  to do and we wouldn't have the conflicts that now exist. 

Anyone can draw lines on paper but the field installation is where it counts.

The problems and costs previously cited caused contractor delays which may or may not 

show up in the final construction costs since only the excavation and sub-base were 

completed last fall.

As City Manager of  Palmer and Secretary-Treasurer of the Alaska Municipal Manager's 

Association, I urge you to vote against this bill in its present form.

Should you have any questions, nlease contact me.

Yours t~uly,

V

David L. Soulak 
City Manager 

City of Palmer

cc: Senator Jalmar Kerttula

Representative Ron Larson

Representative Barbara Lacher 

Ginny Chitwood, AML
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. Bil1/Resolution No.: CS SB 78 (Hess)

Title:T e a c h e r s‘Collective Bargain.Agmt?
Spo ns or ?  Health,Educ.& Social Serv.____

Requestor:_____________________________________

II. FISCAL DETAIL

Agency Affected: Administration_____________

Program Category Affected: Independent Qper 

BRU, Program of Subprogram(s) Affected:

Labor Relations Agency_______________  r__ i

7 P ENDITURES/REVENUES: (Thousands of Pollars)

FY 83 f Y 84 FY 85 FY 86 FY 87 FY 88

OPERATING

100 PERSONAL SERVICES -0- -0- 0- -0- -0- -0-

200 TRAVEL -0- 7.5 4.7 4.7 4.7 4.7

300 CONTRACTUAL -0- 27.6 17.3 17.3 17.3 17.3

400 COMMODITIES -0- 0.4 0.3 0.3 0.3 0.3

500 EQUIPMENT

600 LAND & STRUCTURES •

700 GRANTS, CLAIMS, ETC

TOTAL OPERATING -0- 35.5 22.3 22.3 22.3 22.3

CAPITAL -0- -0- -0- -0- -0- -0-

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Do

,<■

lars)

•**

GENERAL FUND -0- 35.5 22.3 22.3 22.3 h  3
FEDERAL FUNDS

OTHER (Specify Source) -

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME

TEMPORARY

!

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

None

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Ken Ryals

Division: Administrative Services

— )

Phone: 465-2277

Date: 4/21/83

Approved by Commissioner: Lisa Rudd

Department: ADMINISTRATION
Date: 4/21/83

Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills) 

Copy to Department (for Governor introduced bills)
• Copy to Sponsor

Copy to Requestor (if different from Sponsor) 3/8/83

7/0421-06/BDGSFl



Si^ce this bill will-make the three m ember State Labor Relations 

Ac ncy (LRA) serve as the majority of the new, five member 

Educational Employees Labor Relations Agency (EELRA), it will add 

to the LRA's workload. O ur  experience with implementation, of the 

Public Employment Relations Act leads us to believe that the 

workload increase will be most pronounced during the first year 

of operation under the new law, as bargaining units are set up 

and representation elections conducted. Subsequent years' 

workloads will be permanently higher than present, since a larger 

client group will permanently be served, but the lasting impact 

on workload will be significantly less than the initial impact. 

We have assumed a 40% w or kload increase (above present) for the 

first year; subsequent years' workloads are assumed to be 25% 

higher than the present.

While serving as the EELRA, travel and perdiem costs will be 

proportionately higher, since five members will be participating 

instead of the present three.

Senate B i l l  CS SB 78 (Hess)

B. Program S u m ma r y; Present Labor Relations Agency services include bargaining unit

determination; conducting representation elections, investigation 

and conciliation of complaints, holding hearings, and issuing 

orders and decisions. A  larger client -group - educational 

employees, their representatives, and school boards - will 

receive these services. No new positions will be required; none 

presently are authori?.ed. Since office and legal services are 

contracted for, there will be a significant increase in c o nt ra c­

tual services. Travel and nc/diem will also increase with the 

size and worklo ad  of the Agency.

C. C om p ut at i on s ; 1. First year under CS SB 78 - FY84 . .

• 20 0 Travel: Funded G> $11.2 for FY83. This is for three members

($3.7 ea.) with an assumed workload of 1.00. If workload is 

increased to 1.40 and five members participate in the new case 

load, the increase in travel funding requirements will be:

Three existing members: $11.2 x .40 = $4.5

Two new members: $3.7 x .80 = 3.0

Total FY84 Travel Increase $7.5

300 Contractual: Funded durino FY83 at $69.0. Increase of
.40 = $27.6

400 Commodities: Funded during FY83 at $1.0. Increase of
.40 = $.4

Total FY84 Increase $35.5

2. Subsequent years under CS SB 78 - FY85-88 

200 T r a v e l :

Three existing members: $11.2 x .25 = $2.8

Two new members: $3.7 x .50 = $1.9_____________

Total FY85-88 Travel Increase $4.7

300 Contractual: $69.0 x .25 = $17.3

400 Commodities: $1.0 x .25 = $.3______________

,„ .  I V . ‘ Ana lys is
A. Assumptions:

Total FY85-88 Increase $22.3
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S E N A T E  C O M M I T T E E  R E P O R T  (HESS) - C S S B  78

Mr. P r e s i d e n t :

F o r  y e a r s ,  the r e p r e s e n t a t i v e s  of c e r t i f i c a t e d  s c h o o l  

e m p l o y e e s  h a v e  a s k e d  for a c h a n g e  in the w a y  d i s p u t e s  b e t w e e n  

t h e i r  b a r g a i n i n g  g r o u p s  and s c h o o l  d i s t r i c t s  ar e r e s o l v e d .

T h e  m a t t e r  is i m p o r t a n t  to the p u b l i c  f o r  s e v e r a l  

r e a s o n s .  A l a s k a  n e e d s  to a t t r a c t  and r e t a i n e d  q u a l i f i e d  

s c h o o l  p e r s o n n e l .  A l a s k a  s h o u l d  a v o i d  d i s r u p t i o n s  in the 

s c h o o l  ye ar . An o r d e r l y  and fa ir w a y  to r e s o l v e  d i s p u t e s  

s h o u l d  be p r o v i d e d  for.

T h e  a d m i n i s t r a t i o n  r e c o m m e n d e d  th at s c h o o l  b o a r d s  be 

g i v e n  th e r i g h t  to c h o o s e  a m o n g  t h r e e  p r o c e d u r a l  o p t i o n s  -- 

g r a n t i n g  e m p l o y e e s  the r i g h t  to s t r i k e ,  s u b m i t t i n g  to 

m e d i a t e d  a r b i t r a t i o n ,  or g r a n t i n g  e m p l o y e e s  the r i g h t  to 

" l i m i t e d  s t r i k e "  ( s t r i k e  for a l i m i t e d  ti me p e r i o d ) .

T h e  a d m i n i s t r a t i o n  p r o p o s e d  t h a t  s c h o o l  b o a r d s  be 

a l l o w e d  to e x e r c i s e  t h e s e  o p t i o n s  r f t e r  a d i s p u t e  h a s  a r i s e n .

Y o u r  C o m m i t t e e  p r e s e r v e s  the id ea of the s c h o o l  b o a r d s '  

r i g h t  to s e l e c t  p r o c e d u r a l  o p t i o n s ,  b u t  the C o m m i t t e e  S u b s t i t u t e  

w o u l d  r e q u i r e  that the s c h o o l  b o a r d s  m a k e  t h e i r  r e s p e c t i v e  

o p t i o n  c h o i c e  w i t h i n  90 d a y s  a f t e r  e n a c t m e n t  of the bi ll , or 

t h e r e a f t e r  f r o m  ti me to time but not w h i l e  a d i s p u t e  is in 

p r o g r e s s .  T h e  s o - c a l l e d  " l i m i t e d  s t r i k e "  o p t i o n  is r e m o v e d ,  

s i n c e  t e s t i m o n y  s h o w e d  no c o m p e l l i n g  r e a s o n  for its i n c l u s i o n  

and i n d i c a t e d  that this o p t i o n  w o u l d  r a r e l y ,  if ev er , be 

c h o s e n .

T h e  C o m m i t t e e  S u b s t i t u t e  i n t r o d u c e s  the " l a s t  b e s t  

o f f e r "  a p p r o a c h  to m e d i a t i o n  and a r b i t r a t i o n .  T h e  C o m m i t t e e  

S u b s t i t u t e  r e f l e c t s  the b e l i e f  that by r e q u i r i n g  the a r b i t r a t o r  

to s e l e c t  b e t w e e n  the s e t t l e m e n t  p a c k a g e  p r o p o s e d  by m a n a g e m e n t  

and the s e t t l e m e n t  p a c k a g e  p r o p o s e d  by the e m p l o y e e s D b o t h  si de s 

w i l l  be i n d u c e d  to r a r r o w  the d i f f e r e n c e s  b e t w e e n  t h e m  and to 

a d o p t  r e a s o n a b l e  pr,sitions.

T h e  C o m m i t t e e  S u b s t i t u t e  e x p r e s s l y  r e t a i n s  the b o ar ds ' 

r i g h c  to m a k e  f i n a l  d e c i s i o n s  on e d u c a t i o n a l  p o l i c i e s .

At p r e s e n t ,  t h e r e  e x i s t s  w i t h i n  the D e p a r t m e n t  of 

A d m i n i s t r a t i o n  the S t a t e  L a b o r  R e l a t i o n s  A g e n c y .  in s c h o o l  

e m p l o y e e  m a t t e r s ,  this a g e n c y . w o u l d  s e r v e  as p a r t  of the 

e d u c a t i o n a l  e m p l o y e e s  l a b o r  r e l a t i o n s  a g e n c y .  T h e  a g e n c y  

w o u l d  c o n s i s t  of t h r e e  m e m b e r s  of the S t a t e  L a b o r  R e l a t i o n s  

A g e n c y  a u g m e n t e d  by two a d d i t i o n a l  m e m b e r s  to be s e l e c t e d  by 

the G o v e r n o r ,  one f r o m  a l i s t  s u b m i t t e d  by Lae N a t i o n a l  

E d u c a t i o n  A s s o c i a t i o n - A l a s k a , and one s e l e c t e d  f r o m  a li st 

s u b m i t t e d  by the A l a s k a  A s s o c i a t i o n  of S c h o o l  B o a r d s .



A m o n g  the e d u c a t i o n a l  e m p l o y e e s  l a b o r  r e l a t i o n s  a g e n c y ' s  

f u n c t i o n s  w o u l d  be the d e t e r m i n a t i o n  of a p p r o p r i a t e  n e g o t i a t i o n  

u n i t s ;  d e t e r m i n a t i o n s  as to the n e e d  for e l e c t i o n s  to r e s o l v e  

q u e s t i o n s  of r e p r e s e n t a t i o n  in a n e g o t i a t i o n  u n it ; the d e t e r ­

m i n a t i o n  of the e l i g i b i l i t y  of v o t e r s  in su ch e l e c t i o n s  and the 

r u l e s  g o v e r n i n g  e l e c t i o n s .

S e c t i o n a l  A n a l y s i s :

1 4 . 2 0 . 5 4 0 .  D e c l a r e s  the p o l i c y  s u p p o r t i n g  c o l l e c t i v e  

b a r g a i n i n g  in the p u b l i c  s c h o o l s .

1 4 . 2 0 . 5 5 0 .  I n c l u d e s  n o n c e r t i f i c a t e d  e m p l o y e e s  in the 

r e q u i r e m e n t  that s c h o o l  b o a r d s  n e g o t i a t e d  w i t h  e m p l o y e e s  on 

m a t t e r s  p e r t a i n i n g  to t h e i r  e m p l o y m e n t ,  in g o o d  f a i t h ;  d e f i n e s  

" c e r t i f i c a t e d  e m p l o y e e s "  to i n c l u d e  t e a c h e r s ,  c o u n s e l o r s ,  

p r i n c i p a l s ,  a s s i s t a n t  p r i n c i p a l s ,  and 'o th er c e r t i f i c a t e d  

a d m i n i s t r a t i v e  p e r s o n n e l ' ,  but e x c l u d e s  s u p e r i n t e n d e n t s ,  

a s s i s t a n t  s u p e r i n t e n d e n t s ,  an d o t h e r  ' c e r t i f i c a t e d  e x e c u t i v e  

a d m i n i s t r a t i v e  p e r s o n n e l  w h o  the e d u c a t i o n a l  e m p l o y e e s  l a b o r  

r e l a t i o n s  a g e n c y  d e t e r m i n e s  to b e  i n a p p r o p r i a t e  m e m b e r s  of 

an e m p l o y e e  n e g o t i a t i n g  u n it .'

1 4 . 2 0 . 5 5 5 ( a ) .  C o r r e c t s  l a n g u a g e  in the e x i s t i n g  

l a w  to a d d r e s s  the n e w  p r o v i s i o n s  for n e g o t i a t i o n s  w i t h  

n o n c e r t i f i c a t e d  p e r s o n n e l  in R E A A S .

1 4 . 2 0 . 5 6 0 .  P r o v i d e s  that the e d u c a t i o n a l  e m p l o y e e s  

l a b o r  r e l a t i o n s  a g e n c y  w i l l  d e c i d e  the a p p r o p r i a t e  un it for 

p u r p o s e s  of n e g o t i a t i o n ,  and se ts out c r i t e r i a  or f a c t o r s  to 

be u s e d  by the a g e n c y .

1 4 . 2 0 . 5 6 0 ( b ) .  C o n t a i n s  p r o c e d u r e s  for r e p r e s e n t a t i o n  

e l e c t i o n s  w i t h i n  a p r o p o s e d  n e g o t i a t i o n  unit.

1 4 . 2 0 . 5 6 0 ( c ) .  P r o h i b i t s  a r e p r e s e n t a t i o n  e l e c t i o n  in 

a n e g o t i a t i n g  iviit if a v a l i d  e l e c t i o n  has b e e n  h e l d  w i t h i n  

the p r e c e d i n g  12 m o n t h s .

1 4 . 2 0 . 5 6 0 ( d ) .  P e r m i t s  a s c h o o l  b o a r d  to r e c o g n i z e  

an e m p l o y e e s '  o r g a n i z a t i o n  as the e m p l o y e e s ’ e x c l u s i v e  

r e p r e s e n t a t i v e ,  by c o n s e n t  of the b o a r d .

1 4 . 2 0 . 5 6 0 ( e ) .  L i m i t s  the a g e n c y ' s  p o w e r  to d i r e c t  an 

e l e c t i o n  to the 9 0 - d a y  p e r i o d  b e f o r e  the e x p i r a t i o n  d a t e  

of the e m p l o y e r - e m p l o y e e  a g r e e m e n t ,  e x c e p t  u p o n  a p e t i t i o n  

of p e r s o n s  in the n e g o t i a t i n g . u n i t , w h o  are not p a r t i e s  to 

the a g r e e m e n t ,  if m o r e  t h a n  t h r e e  y e a r s  h a v e  e l a p s e d  s i n c e  

the e x e c u t i o n  of the a g r e e m e n t  or the l a s t  t i m e l y  r e n e w a l  

of the a g r e e m e n t .

1 4 . 2 0 . 5 6 0 ( f ) .  P e r m i t s  n o n c e r t i f i c a t e d  e m p l o y e e s ,  or 

c e r t i f i c a t e d  a d m i n i s t r a t e d  p e r s o n n e l  g r o u p s ,  to d e c i d e  by 

s e c r e t  b a l l o t  to n e g o t i a t e  i n d e p e n d e n t l y  of o t h e r  s c h o o l  

p e r s o n n e l .  R e q u i r e s  the e d u c a t i o n a l  e m p l o y e e s  l a b o r  r e l a t i o n s

I



a g e n c y  to c o n d u c t  a r e p r e s e n t a t i o n  e l e c t i o n  in sur.’i 

c i r c u m s t a n c e s ,  u p o n  p e t i t i o n  of 25 p e r c e n t  of the 

e m p l o y e e s  in a p r o p e r  n e g o t i a t i n g  unit.

1 4 . 2 0 . 5 6 5 .  R e q u i r e s  the s c h o o l  b o a r d ,  on r e q u e s t  

of an e m p l o y e e  b a r g a i n i n g  o r g a n i z a t i o n ,  to m e e t  w i t h  the 

o r g a n i z a t i o n ' s  r e p r e s e n t a t i v e s  w i t h i n  20 d a y s  a f t e r  the 

r e q u e s t .  R e c i p r o c a l l y ,  r e q u i r e s  the e m p l o y e e  b a r g a i n i n g  

o r g a n i z a t i o n  to m e e t  w i t h  a s c h o o l  b o a r d  or its r e p r e s e n ­

t a t i v e s  w i t h i n  20 d a y s  a f t e r  its r e q u e s t .

1 4 . 2 0 . 5 6 5 ( b ) .  P e r m i t s  n e g o t i a t i o n  m e e t i n g s  to be 

in e x e c u t i v e  s e s s i o n ,  e x c e p t  that a l l  f i n a l  a g r e e m e n t s  s h a l l  

be m a d e  at a p u b l i c  m e e t i n g  of the s c h o o l  b o a r d .

1 4 . 2 0 . 5 7 0 ( a ) .  W h e n  an e m p l o y e e  b a r g a i n i n g  a g e n c y  

or a s c h o o l  b o a r d  c e r t i f i e s  that th e p a r t i e s  c a n n o t  a g r e e  

on an i n d e p e n d e n t  p r i v a t e  m e d i a t o r ,  and t h a t  g o o d  f a i t h  

n e g o t i a t i o n s  h a v e  t e r m i n a t e d  in an i m p a s s e ,  and the 

r e q u e s t i n g  p a r t y  a s k s  for m e d i a t i o n  f r o m  the U. S. F e d e r a l  

M e d i a t i o n  and C o n c i l i a t i o n  S e r v i c e ,  the r e q u e s t i n g  p a r t y  

m u s t  n o t i f y  the e d u c a t i o n a l  e m p l o y e e s  l a b o r  r e l a t i o n s  a g e n c y .  

T h i s  p a r a g r a p h  d e l e t e s  p r o v i s i o n s  r e q u i r i n g  a m e d i a t o r  to 

r e d u c e  "all the a g r e e d  terms, c o n d i t i o n s  a n d  o t h e r  i t e m s  to 

a w r i t t e n  c o n t r a c t "  w i t h i n  30 da ys "of the i n i t i a l  m e e t i n g  

of the p a r t i e s  ( u n l e s s  the p a r t i e s  m u t u a l l y  a g r e e  to e x t e n d  

the p e r i o d ) . "  T h i s  p a r a g r a p h  al so d e l e t e s  l a n g u a g e  in 

p r e s e n t  l a w  g o v e r n i n g  the s i z e  of the n e g o t i a t i n g  t e a m  

that a p p e a r s  b e f o r e  the m e d i a t o r .

1 4 . 2 0 . 5 8 0 .  R e q u i r e s  the m e d i a t o r  to n o t i f y  the 

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

the p a r t i e s  r e a c h  a g r e e m e n t  or w h e n  the m e d i a t o r  d e t e r m i n e s  

t h at they a r e  at i m p a s s e .  P r o v i d e s  for a 1 0 - d a y  c o o l i n g - o f f  

p e r i o d  f o l l o w i n g  m e d i a t i o n .

1 4 . 2 0 . 5 8 1 .  P r o v i d e s  the " l o c a l  o p t i o n " ,  i . e ., the 

s c h o o l  b o a r d ' s  r i g h t  by r e s o l u t i o n  a d o p t e d  f o l l o w i n g  p u b l i c  

h e a r i n g  to " w h e t h e r  l a s t  b e s t  o f f e r  m e d i a t e d  a r b i t r a t i o n

or the r i g h t  to s t r i k e  s h a l l  f o l l o w  the m e d i a t i o n  p r o c e d u r e . "  

H o w e v e r ,  the b o a r d ' s  r e s o l u t i o n  s h a l l  be a d o p t e d  b e f o r e  the 

" m e d i a t i o n  p r o c e s s  b e g i n s . "  ( H o w e v e r ,  the p a r t i e s  m a y  m u t u a l l y  

a g r e e  to m o d i f y  the o p t i o n  s e l e c t e d  o r i g i n a l l y  by the b o a r d ) .

1 4 . 2 0 . 5 8 2 .  P r o v i d e s  that w h e r e  a s c h o o l  b o a r d  ha s 

t a k e n  the r i g h t - t o - s t r i k e  o p t i o n ,  a s t r i k e  ma y o c c u r  if a 

m a j o r i t y  of the e m p l o y e e s  i n ’ the b a r g a i n i n g  a g e n c y  e l e c t  to 

s t r i k e .  P r o v i d e s  th at w h e r e  the e m p l o y e e s  v o t e  not to s t r i k e ,  

the s c h o o l  b o a r d  s h a l l  n o t  be r e q u i r e d  to p a r t i c i a a t e  in 

a r b i t r a t i o n .  P r o v i d e s  that "an a g g r i e v e d  p e r s o n "  m a y  a p p l y

to the S u p e r i o r  C o u r t  to e n j o i n  a s t r i k e ,  and an i n j u n c t i o n  

can i s s u e  if the s t r i k e  " t h r e a t e n s  the h e a l t h ,  s a f e t y ,  or 

w e l f a r e  of the p u b l i c . "  If a s t r i k e  is e n j o i n e d  by the C o u r t ,  

a f t e r  c o n s i d e r i n g  " t h e  t o t a l  e q u i t i e s " ,  and an i m p a s s e  s t i l l



r e m a i n s ,  the p a r t i e s  s h a l l  s u b m i t  to a r b i t r a t i o n .  P r o v i d e s  

th at e l e c t i o n s  u n d e r  th is s e c t i o n  w i l l  be c o n d u c t e d  by the 

e d u c a t i o n a l  e m p l o y e e s  l a b o r  r e l a t i o n s  a g e n c y .

1 4 . 2 0 . 5 8 3 .  P r o v i d e s  for a r b i t r a t i o n  if the s c h o o l  

b o a r d ' s  " l o c a l  o p t i o n "  is the n o n - s t r i k e  o p t i o n ,  or if a r b i ­

t r a t i o n  a r i s e s  a f t e r  a Cc irt i n j u n c t i o n  a g a i n s t  a s t r i k e ,  or 

w h e r e  a s t r i k e  ha s o c c u r r e d  in a d i s t r i c t  w h i c h  p e r m i t s  s t r i k e s  

and a m a j o r i t y  of the e m p l o y e e s  in the b a r g a i n i n g  a g e n c y  h a v e  

e l e c t e d  to s t r i k e .  P r o v i d e s  that t h e  e d u c a t i o n a l  e m p l o y e e s  

l a b o r  r e l a t i o n s  a g e n c y  m a y  d i r e c t  th e p a r t i e s  to u s e  the 

s e r v i c e s  of and c o m p l y  w i t h  the p r o c e d u r e s  of t h e  F e d e r a l  

M e d i a t i o n  and C o n c i l i a t i o n  S e r v i c e  or th e A m e r i c a n  A r b i t r a t i o n  

A s s o c i a t i o n ,  if the p a r t i e s  a r e  u n a b l e  to o t h e r w i s e  a g r e e  u p o n  

a m u t u a l l y  s e l e c t e d  a r b i t r a t o r .

1 4 . 2 0 . 5 8 2 ( b ) .  P r o v i d e s  for m e d i a t e d  a r b i t r a t i o n .

T h e  p a r t i e s  ar e to s u b m i t  e v i d e n c e  to s u p p o r t  t h e i r  r e s p e c t i v e  

p o s i t i o n s  b e f o r e  the a r b i t r a t o r .  E a c h  p a r t y  car. r e s p o n d  to 

the o t h e r ' s  e v i d e n c e .  T h e  a r b i t r a t o r  m a y  p r o p o s e  c o m p r o m i s e s .

T h e  a r b i t r a t o r ,  on his o w n  m o t i o n  or the r e q u e s t  of e i t h e r  

p a r t y ,  m a y  call for a p u b l i c  m e e t i n g  to a l l o w  the p a r t i e s  to 

p r e s e n t  an d e x p l a i n  t h e i r  " l a s t  b e s t  o f f e r ( s ) " .  B e f o r e  

f i n a l  s u b m i s s i o n  to the a r b i t r a t o r  for d e c i s i o n ,  the a r b i t r a t o r  

s h a l l  a l l o w  e a c h  p a r t y  "to r e v i s e  its l a s t  b e s t  o f f e r . "

1 4 . 2 0 . 5 8 2 ( c ) .  S e t s  out the f a c t o r s  w h i c h  the a r b i t r a t o r  

w i l l  t a k e  into c o n s i d e r a t i o n .

1 4 . 2 0 . 5 8 2 ( d ) .  R e q u i r e s  the a r b i t r a t o r  to a d o p t  " w i t h o u t  

m o d i f i c a t i o n "  the l a s t  b e s t  o f f e r  of e i t h e r  of the p a r t i e s .

1 4 . 2 0 . 5 8 2 ( 3 ) .  R e q u i r e s  the p a r t i e s  to s h a r e  the cost 

of the a r b i t r a t o r  e q u a l l y ,

1 4 . 2 0 . 5 8 4 .  P r o v i d e s  for the c o n f i r m a t i o n  by the C o u r t  

of the a r b i t r a t o r ' s  a w a r d ,  and p r o v i d e s  for C o u r t  v a c a t i o n  of 

an a w a r d  in c e r t a i n  c i r c u m s t a n c e s  s i m i l a r  to t h o s e  a p p l i c a b l e  

u n d e r  t h e  A l a s k a  A r b i t r a t i o n  Act.

1 4 . 2 0 . 5 8 5 .  P r o v i d e s  for m o d i f i c a t i o n  or c o r r e c t i o n  of 

an a w a r d ,  u n d e r  c i r c u m s t a n c e s  s i m i l a r  to t h o s e  a p p l i c a b l e  

in the A l a s k a  A r b i t r a t i o n  A c t  w h e r e  m o d i f i c a t i o n  or c o r r e c t i o n  

is p r o v i d e d  for.

1 4 . 2 0 . 5 9 0 .  R e q u i r e s  g r i e v a n c e  p r o c e d u r e s  and a d e f i n i t i o n  

of " g r i e v a n c e s "  in all a g r e e m e n t s .  R e q u i r e s  e a c h  a g r e e m e n t  to 

p r o v i d e  a m e t h o d  for the s e l e c t i o n  of an a r b i t r a t o r  to r e s o l v e  

g r i e v a n c e s .

1 4 . 2 0 . 6 0 0 .  R e q u i r e s  the e d u c a t i o n a l  e m p l o y e e s  l a b o r  

r e l a t i o n s  a g e n c y  to set f o r t h  p r o c e d u r e s  to s a f e g u a r d  the r i g h t s  

of " n o n a s s o c i a t i o n "  of e m p l o y e e s  h a v i n g  " b o n a  f i d e  r e l i g i o u s  

c o n v i c t  i o n s ."



1 4 . 2 0 . 6 0 5 .  E s t a b l i s h e s  the e d u c a t i o n a l  e m p l o y e e s  l a b o r  

r e l a t i o n s  a g e n c y ,  as e x p l a i n e d  a b o v e .  M e m b e r s  of the a g e n c y  

r e c e i v e  no c o m p e n s a t i o n ,  b u t  a r e  e n t i t l e d  to pe r d i e m  and 

t r a v e l  e x p e n s e s .  T h e  a g e n c y  m a y  e m p l o y  s t a f f  to i m p l e m e n t

the p r o v i s i o n s  of the c h a p t e r .

1 4 . 2 0 . 6 0 6 .  F u n c t i o n s  set out in AS 2 3 . 4 0 . 1 2 0  -

2 3 . 4 0 . 1 8 0  a r e  to be p e r f o r m e d  by th e e d u c a t i o n a l  e m p l o y e e s  

l a b o r  r e l a t i o n s  a g e n c y ,  as w e l l  as s p e c i f i c  f u n c t i o n s  set 

out in th is c h a p t e r .  T h e  s c h o o l  b o a r d  and the e m p l o y e e  

o r g a n i z a t i o n  a l i k e  a r e  p r o h i b i t e d  f r o m  " u n f a i r  l a b o r  p r a c t i c e s " ,  

as d e s c r i b e d  in AS 2 3 . 4 0 . 1 1 0 .

1 4 . 2 0 . 6 1 0 .  R e i t e r a t e s  the p o w e r  of s c h o o l  b o a r d s  to 

" m a k e  f i n a l  d e c i s i o n s  on e d u c a t i o n a l  p o l i c i e s . "

Sec. 13. ( T e m p o r a r y  P r o v i s i o n ) .  S c h o o l  B o a r d s  m u s t

m a k e  t h e i r  i n i t i a l  l o c a l  o p t i o n  d e c i s i o n  b e t w e e n  la st be st 

o f f e r  m e d i a t e d  a r b i t r a t i o n  and th e r i g h t - t o - s t r i k e  w i t h i n  

90 d a y s  a f t e r  e n a c t m e n t  of the c h a p t e r .

Sec. 14. (Tempora.-y P r o v i s i o n ) .  " G r a n d f a t h e r ' 1

c l a u s e  for e x i s t i n g  n e g o t i a t i n g  u n i t s  and n e g o t i a t i n g  

a g r e e m e n t s .

Sec. 15. ( T e m p o r a r y  P r o v i s i o n ) .  T h e  e f f e c t i v e

d a t e  is to be i m m e d i a t e .

R e s p e c t f u l l y  S u b m i t t e d ,

C O M M I T T E E  ON H E A L T H ,  E D U C A T I O N  

& S O C I A L  S E R V I C E S ^

By: J o e  P. J o s e p h s o n ,  C h a i r
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BY THE LABOR AND

1 IN THE SENATE COMMERCE COMMITTEE

2 CS FOR SENATE BILL NO. 134 (L&C)

3 IN THE LEGISL/iURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to surety bond and financial re-

7 quirements for insurers of surplus lines."

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

9 * Section 1. A 21.33.160 is amended to read:

10 Sec. 21.33.160. FILING SURETY BOND AS A CONDITION TO LICENSE.

11 Before receiving a license the applicant shall file with the depart-

12 ment a surety bond in favor of the state and insureds in the penal sum

13 of $50,000 [$25,000], The bond shall be issued by an authorized

14 corporate surety approved by the department. The bond shall be condi-

15 tioned on the conduct of business under the license in conformity with

16 the provisions of this title, including the payment of all taxes

17 required to be paid by this title. The applicant shall keep the bond

18 in effect durir.g the period of the license. The surety may terminate

19 the bond by giving at least 30 days written notice to the department.

20 * Sec. 2. AS 21.33.180(a) ic amended to read:

21 (a) A surplus line broker shall ascertain the financial condi-

2 2 ^  tion of an insurer before placing insurance with the insurer [HIM]. A

23 broker may not place or renew surplus line insurance with an insurer

24 which the broker [HE] knows or should with due diligence, determine to

25 be financially unsound, nor may the broker place surplus line

26 insurance with an insurer which has capital and surplus of less than

27 $1,500,000 [$600,000] unless there is on file with the department a

28 copy of a trust agreement, certified by the trustee, evidencing an

29 existing trust of at least $1,500,000 [$450,000] which is deposited by

- 1 -  CSSB ! 3 4 ( L & C )



the insurer in a United States bank or a United States trust company

and held for the protection of the insurer's United States

policyholders. The department may waive the financial requirements in

this subsection in circumstances in which insurance on risks located

in this state cannot be procured under the requirements.

CSSB 134(L&C) - 2 -



Alaska State Legislature
Senate

Ofndal Business P ouch  V 
S ta te  Capitol 

Juneau , A laska 99811
SB 134

Sectional Analysis;

Section 1)

Section 2)

Increases the surety bond requirements for a surplus lines 

broker from $25,000 to $50,000. This proposed increase 

whould have the effect of placing the surplus lines broker 

under more thorough scrutiny by the surety posting the bond. 

The bond can be accessed by the state for recovery of unpaid 

taxes by the broker, and the addition of the words and insur­

eds would allow the consumer to recover at least partial re­

compense for losses resulting from a policy placed with an 

insolvent company.

Increases the capital and surplus requirements for surplus 

lines insurance from $600,000 to $1,500,000. In the alter­

native to that capital and surplus requirement, a trust agree­

ment of $1,500,000 [currently $450,000] would be sufficient.

r . . . . .  « .w • ...

Bectioral Analysis



Alaska National
I N S U R A N C E  C O M P A N Y

A policy of sen/ice and proieclion

LEGISLATIVE POSITION PAPER:

Senate Bill No. 134 

PURPOSE:

An act relating to surety bond and financial requirements for insurers of 

surplus, lines.

SUBSTANCE:

This measure would increase the bonding requirements fo> surplus line brokers 

and would increase the surplus requirements for si :plus line insurers 

permitted for use in this State by surplus line brokers. • •

POSITION:

Not oppos e d .

ACTION:

No action is necessary, however, if asked you might suggest certain 

improvement amendments.

BACKGROUND:. . .  ■ ■ - ■ #

In order to do business in the State of Alaska, an insurer must be authorized 

by the Division of Insurance to transact insurance in this State. As a

condition of issuing the Certificate of Authority to an insurer, the Division 

requires that the insurer comply with the rating and form requirements imposed 

upon all. insurers. Often times risks require coverages which a carrier cannot 

provide within the framework of approved rates and forms; and, thus, goes 

outside th.i Tcate of Alaska to procure the insurance from carriers which are 

not authorv.ed to write business in this State. Surplus line brokers are 

those brokers who are specially licensed to procure insurance outside the 

State of Alaskn from carr-'ers hot authorized to write in this State for risks

in this State tnai ct.uiiot otherwise acquire those coverages. Examples would

be aviation liability or hull insurance, insurance on special properties

located in remote areas and other hard to place risks.

Tnis business is refe.red to as surplus lines or excess insurance.

LEGISLATION:



Though the Division of Insurance has no jurisdiction over these unauthorized 

insurers, it does have jurisdiction over the surplus * line brokers which 

procure the insurance and it attempts to protect the buying public by limiting 

the actions of the surplus line broker. Ibis is, since the insurers are not 

regulated, only brokers with special experience are permitted to access these 

otherwise unauthorized insurers. It is appropriate that the bond be increased 

and it is' appropriate that the surplus requirements for those unauthorized 

insurers which the surplus line brokers uses,"be increased.

One of the difficulties with the existing law is that it does not require the 

surplus line broker to maintain any kind of surveillance over the financial 

condition of the unauthorized insurers; and only requires that at the time ;he 

insurance is placed, the broker have no knowledge of the insurers financial 

unsoundness.

I would '‘rgue that the broker has an ongoing responsibility to review the 

financial condition of the unauthorized insurers which it uses, and I would 

suggest that the language be modified to read as follows:

21.33.180 (a) "A surplus line broker shall ascertain the financial

condition of an insurer before placing insurance with the insurer. A 

broker may not place or continue surplus line insurance with an insurer 

which the broker knows or should with due diligence, determine to be 

financially unsound, ... [Emphasis on language recommended to be 

adoed-other language b 'j per amendment proposed by SB 134]".

SB 134, Line 21 to 24.



DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

POSITION PAPER

SB  134: An act relating to sure ty  b on d  and financial r eq uirements

for insurers of su rp lu s lines.

The A d m i n i s t r a t i o n  favors the p as sag e of SB 134. This bill is 

a d m i t te d ly  a "band-aid" a p p ro a ch  to r es o lv in g  the s ho rtc om in gs  of 

the surplus lines law in the i ns ur anc e code. It does a l l o w  time 

to e f f e c t  a more t h o r o u g h  r ev ie w  of the  surplus lines law by 

c o r r e ct i ng  some of ti;e m or e  glaring d e fi ci en ci es  in t he law.

The bon d ia qu irements for a surplus lines brok er  was last revised 

in 1970. The purpose of such a bond is to prequalify the license 

holder. If the bon d is of s u f f ic i en t  size, this is a c c o m p l i s h e d  

as t he  surety providing bond does a m or e  th or ou gh  job of ch ecking 

the person to be bonded. If the bond is not large enough, the 

su re ty  may t en d  to be lax in its efforts. The bond s h ou ld  also 

be s u f f i c i e n t  to prov id e some pr o te ct i on  for the.. State and the 

public. Recent*1 o cc u rr en ce s suggest that a $25,000 bond may no 

l on g er  be adequate. A $ 5 0 , 0 0 0  bond is a reasonable step up until 

the issue is con si de re d as part of a b ro ader  action.

The c urrent m i n i m u m  for an ad mi t te d m ul t i p l e  line pr operty and 

c a s u a l t y  insurance comp an y is $1 ,500,000. The surplus lines law 

which is u n ch an ge d in this regard si nc e 197 0 requires only 

$600,000. This is w o e f u l l y  i nadequate, particularly s i nc e  that 

m ar ke t is basi cal ly  not s u b je ct  to State regulation except, 

perhaps, in its d o m i c il i ar y  state. An increase to a level that 

is r eq ui re d of an a d m i tt e d c o mp a ny  or one newly forming in this 

Sti'te is a reasonable step.

This is a goou bill a n d  we w o u l d  urge its passage.

ssioner

P o s i t i o n  Pape rs
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STATE OF ALASKA

PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill He: S 3  1 3 4 Date on Bill: 2 / 2 2 / 8 3

T i t l e : A c z - relating to surety oona ana rmancial requirements ror insurers
Sponsor: . Mulcahy or surplus lines.
Requestor:

1. Estimated fiscal impacts on:

a. Expenditures:

(Thousands of D o! lars)

FY 83 I FY 84 | FY 85 1 FY 86 | ! I

1 Ca Di ta 1 1 1 1 o 0 0 1 1 • 1
lODeratina I 1 1 1 o 0 0 1 1 1
1 Total 1 1 1 1 0 0 o 1 1 1

b. Revenues:

•

Revenue | I ! i 0 o 0 I 1 1

2. Source of funds to offset fiscal impact of bill:

3. A ss um ptions:

4. D i s c l a i m e r : '

This s t a t e me nt  h as /no t been r e v i e w e d  by the 0MB in t.'ie Office of the Governor. It ther
rore aces no

Prepared By:_ 

Division:

Tfrinal e s t im a te  of fiscal imoact.

I'-nsurance

sr'eT/m lector

r r
J A

A pp ro ve d by Co mm is si on er:  R i c h a r d  A. L y o n

De partment: C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

P;ione:

Date:

5. Distribu ti on :

Original to L eg i sl at iv e  Finance 

Copy to 0MB

Copy to S p o n s o r  ---- - ...........

Copy to Request:" ‘  ...j...

Fiscal toote

4 6 5 - 2 5 1 5

3 / 9 / 8 3

Date:

2/15/83
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INSIDE INSURANCE

B i g  l o s s e s  r a i s e  
q u e s t i o n  o f  ' m o r a l  h a z a r d s ’

'Most people are not in a position

by Robert Mann
Millions of dollars worth of 

fishing vessel losses in 1982 
have broken over Seattle’s 
marine insurance community 
like a rogue wave at sea. 
The result, according to brok­
ers and underwriters, could be 
that fishermen will be paying 
higher deductibles and premi­
ums in the very near future.

Although the Coast Guard docs 
not keep toack of the total number «f 
fishing vessels and processors lost in 
a given year, somo worried 
underwriters arc drawing up lists of 
their own. The 1982 numbers look 
pretty grim to companies that are 
insuring Alaskan fishing vessels.

According to one list,'there have 
been over $48 million worth of total 
losses of crabbers, seiners, drag- 
gers, processors and gillncttcrs 
through November of. 1982. Fivo 
processors, three of which burned 
and sank within a six week period,

accounted for $29 million worth of 
the total; tho I Alrlnd-Esk-A-Sca, 
which burned ana sank off.E verctt 
on October 22, Iwus perhaps the 
most spectacular of the losses. 
Another underwriter said over $22 
million worth of crnbbcrs sunk, 
burned, or ran aground this year.

Bad tim es seem to bring nn 
incrcaso in the number of reports of 
vessel owners burning or 
deliberately sinking their boats to ' 
collect the insurance money so they 
enn got out of the business. The fact 
is, though, that not much is usunlly 
gained from that kind of net,' 
according to several underwriters.

"When people nrc going broke, it 
seem s thnt the friction of the 
mortgago agninsl one’s wallet sccins . 
to heat up the bnck of the boat,, and 
away s|ic  goes,” quipped John 
Adams. Adams manages Pacific 
General Agency, Inc., n company 
thnt insures millions of dollnrs 
worth of fishing vessels throughout 
the U.S. /

Adds Adams: "It really docs a 
fisherman no good to file a clnim or

• have a convenient loss, if he is going - 
to lose his ability to mako a living. 
Most pcoplo are not in a position to 
make money off of sinking their 
vessel. At best, they usunlly get the 
mortgage paid off." . - ’ • ,

Mnuricc Oaksmith, nn insurance 
broker, agrees with Adams 1 for 
different reasons.-"I really don’t , 
think thnt • ’moral • hazards’ 
(intentional sinkings and burnings) y  

- are a factor right now, evon with they-;.- 
depressed state of somo of •,thci'1 
fisheries. I’vo got groat faith in 
human 'nature, pnrticulnrly in tho 
fishing industry.

Others in tho insurance business,.' 
however, do not share Onksmith's ' ■ 
"fnith" in human nature in - tho 
fishing fleets. Ono president of an;.; 
insurance company here instructod 
his underwriters not: to carry any’ .'.

, more linos on converted proc :ssors, > ’• 
which ho labolcd,. " f l o a t i r ; fire • V 
hazards." Another mnrino insurance 
underwriting firm, Mnthows . & . 
Livingston, Inc., bailed out of tho 
fish vcssol business in 1981 bof-uso — 
"it is a Volaula markot and v o woro '

lopking at doubling our rates from 
our . London connection," says a 
company spokesperson.

"My friends at Lloyd’s say' the 
Northwest and Alaska losses have 
just.'about destroyed their marine 
underwriting syndicate," says a 
former British underwriter who has’ 

‘workod in tho U.S. mnrine insurance 
industry for two years.
: Lloyd's nnd other w estern Euro­
pean companies that assumo part of - 
the risk on American fishing vessels  
are quoting prices thnt many U.S. 
brokers and underwriters are 
finding hard to sell to custom ers. An 
understanding of why tho Europcnn 
insurers are shying nwny from tho 
fishing vessel business requires a 
brief explanation of how mnrino 
insuranco works.

Imagine a pyramid with tho 
broker or underwriter sitting at tho 
top. The fishormnn comes into the 
office, nnd tells tho broker' or 
underwriter what kind of policies ho 
wants nnd whnt ho is willing to pny. 
(Most fishermen nro covered for 
losses or dnmago to tho hull and



• machinery. A fisherman, no mntter
. what his past record, can usually 

find someone to insure him ) The 
broker then goes to his under­
w riters—the first se t of risk-takcrs,. 
who usually carry only a small per- . 
ccntnge of risk them selves. Tho 
risk on expensive fishing vessels  
is always sprcau out among re­
insurers.

The m ost reliable re-lnsurcrs arc- 
in London at Lloyd’s or the Institute ...
of London Und„. writers and other 
western European countries. Those' 
companies, though, may spread tho 
risk even further down the pyramid.
At the bottom of tho pyramid, you --
might find that a company you never ’ 
heard of in Latin. America might be 
assum irg a fraction of a percent­
age of Jig total risk on nn Alaskan *
fishing vessel. When claims are ,
made, payment starts at the pyra­
mid’s bottom and works its way up.

According to Adams arid others,
North Pacific fishing vessels have n 
bad reputation in the European re­
insurance market, . hence tho 
doubling and tripling of rates in the 
last two or three months. As a result 
of the increases, some smnllcr 
companies.have been forced to seek  
reinsurance with unprovcn foreign 
security firms.

"The London nnd W estern  
European reinsurance mnrkots 
havo just dried up," says Adams.
"It’s imprudent for a company liko 
ours to hold all the risk on a crabber 
with a high degree of hazard. Wo 1 
hnvn to have rc-insurcrs and as . . ;. 
these ro-insurcrs drop out, there ’ *7 
goes the market."
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In the. competitive marine 
insuranco business, some companies 
are so hungry for premium dollars 
they are re-insuring through 
companies in South Africa, the 
Bahamas, and Hong Kong. "You 

. have to realize that there are over 
600 companies based in Hong Kong 
alone, and mos.t of them are only a 
name in the phone book," said 
Adams, who ndds that many claims 
go unpaid. "Many of the foreign 
securities firms will disappear 
before the claims can get in."

Says • Maurice Oaksmith, 
"Insurance companies . . and 
syndicates make money . frrim 
underwriting and  investm ent 

• income. Now that interest rates are * 
lower on short-term money, the 
competition for insurnnce premium  
dollars is getting oven heavier. 
Some people want to make a quick 
killing by buying their reinsurance 
as cheaply as possible so that they 
can keep most of the premium. They 
tend to stray into left field re­
insurers."

Oaksmith snys ' that . "If 
underwriters nre selective,' .nnd 

. - properly ro-insured, thdy can make 
money writing fish boats at or near 
tho lcvol of. where premiums nre 
today."

John Adams knocks on his desk 
nnd says his firm has mndc money. 
"We hnvc tried to be cautious with 
those pcoplo that we suspect." But 
Adams feels thnt most mnrino 
insuranco underwriters and brokors 
today do not know tholr market. "In 
the past fow years we've seen the 
inundation of tho mnrino insurance 
market with inexperienced pcoplo 
with all kinds of capacity. Thcro 
hnvc been more nnd more companies 
coming in nnd diving right out again 
after a fow hard l i c k s ." ___________

oamn gooa salesmen who are very I 
gullible because they don’t want to | 
know tho truth about the security J 
they're representing. If' it ’s -an ! 
undesirable risk, it will usually end 
up with what we consider to be the 
less inquisitive underwriters who 

. fail to ask tho questions they should •,
. ask." ' . ", I
' • Adams maintains that thore aro

I . very few underwriters who truly 
understand the fishing business well j

.' enough to know, when to ask if a |
person is a "known, troublemaker'.j 
with a poor record in tho past. Some •' 
people, though, are- not crooked,'

I they're just doggono unlucky," snys 
'Adams. • • - • , .

Adams feels most underwriters • 
insuring fish boats should know how 

i machinery operates so that they can ?
! | know if a claim is legitim ate or not. ;
! -."Most underwriters don’t know .

('anything ’ about cinims.
I Unfortunately, the cinims pcoplo 
i think tho underwriters know 

everything," says Adams.
Although Adams - has worked 

around fishing boats a long time; ho 
snys ho is often too busy to get tho 
chance to visit the docks to inspect 

i fishing vessels he insures, although 
he snys he tries to ns often as 
possible. Like others, ho relics on 

, .marine surveyors, the eyes nnd enrs 
of every underwriter or broker. (See 

1 accompanying story.)
Marine surveyors perform 

'*... . . . . . .  . . . . .  ,—
: condition and valuation (C&V)
: surveys for vcssol owners, 
i insuranco compnnics, and banks.

; They check a vessel's wiring, , 
construction,- deck equipment,

> I rigging, navigation equipment, 
electronics, cnbin. arrangements, 
safety nnd life saving equipment,*! 
hydrnulic3, onglne room, and ovonj’ 
thc vessel's housekeeping nnd' • 
nppcarnnco. Thoy also noto any. 
recommendations for improving tho 
vosscl beforo reaching what they 

• feel is a fair mnrkot.value for the 
boat. j_1___: •

"Surveyors have a; pretty good 
j feeling for what a boat’s valuo is,
. and they understand! replacement/
! costs," says Oaksmith. "But ther<( 

can bo honest differences of opinion 
between, a surveyor! and a boat 
owner."

Some survoyors say they arc .
. pressured to keep boat values high 

.even  though their markot values 
might be depressed in a weak , 
market. According to ono survoyor' 
who ran a C & V survey on a largo i .

floating processor in 1979, the ves­
sel’s owners pressured him to keep * 
the valuo high because the bank 

I had loaned them a lot of money on 
I processing equipment. The surveyor 

;'says he told the owners that the boat 
'■ had no track record and needed more" 
l • work, so. he valued it substantially 
’ less than what the owners had wanted.

"I gave them two legal-sized  
: sheets of repair nnd safety  

recommendations, and two months . 
later they had somebody else doing 

;• tho survey. They obviously wanted 
someone who would agree with their 

, value," tho surveyor says. He asked 
! to remain anonymous. "I have quit 

one job before because the guy 
' hasn't dono what I've asked him to. '
• • do. But within a week he’s , got 

insurnnce from somebody else."
"Whnl’s happening in the present 

market is that n lot of people nre not 
insuring market 'values. They’re 
insuring investm ent value," • snys 
another veteran survoyor. "A “ot of 

> money had to be put into that 
I procc33or__to.get her operable, and
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Maurice Oaksmith

BOAT INSURANCE
continued from  page 31
the company wanted to insure that 
investment."

However, other surveyors say 
they are rarely pressured into 
inflating vessel values. John Adams, 
for nstance, says "Sometimes the 
vessel owner wants surveyors to 
debate the value because he doesn’t 
want to pay the money on high 
insurance premiums on boats that 
are fully paid far."*

“Most surveyors know what 
they’re doing," says one claims 
investigator, "but some have great 
gaps in their experience and 
training. Some surveyors specialize 
in enrgo only, others' in tug bonts, 
others in yachts, and some in crab 
boats. Frequently their expertise is 
limited to their specialty clnss of 
vessels, and they're not able to 
adapt well to new classes."

Adams adds, "The jam is thnt 
many people will accept a surveyor’s

4 I

report on a mnttcr for which he is 
not truly qualified." .

Surveyors have already formed 
their own national association 
fifteen years ago in an effort to 
police their own trade. In order to 
join the National Association of 
Marine Surveyors ah applicant must 
have at least five years full-time 
surveying experience and he must 
pass an exam on his specialty class 
of vessel. "It’s still in its infancy," 
says one member.

W hether an underwriter or vessel 
owner decides to hire, fire or believe 
a surveyor docs not diminish the 
importance of their C & V surveys. 
When claims are pnid, they, are tho ‘ 
most important records available, 
because foul play is a lm ost1' 
impossible to prove. Underwriters 
rarely go. to the bother nnd expense  
of trying to prove' arson or 
intentional sinking; they simply pay 
the claims based on ? vessel's  
surveyed value. Rnising the vessel 
and rc-sqrvcying it is the only way 
tv change the surveyed value., ..

Adams jogs his m t .tory back'to  
1958 when a wooden E-jincr sank in 
the Puget Sound nnd the 
underwriters raised the vessel. 
"Thcro \ycrc funny nx holes in the 
bottom of the boat that were made . 
from tho inside. Those rnpid term ite 
jobs arc good for some people, but 
when an owner gets caught w ith, 
evidence like thnt, it is a federal 
crime and the punishment can be 
severe. . From nn un-’crwritcr’s 
standpoipt,'you have to look at how ■ ' 
much a mortgage is on a vessel 
before thinking about deliberate 
sinkings, •' j

"It/'a*onsy to say thnt when the 
mortgngo is high nnd the values arc 
dropping beneath the mortgage, it
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becomes advantageous to have nn 
accident. But that’s only part of .the 
story," says Adams. . i

"The other part is that npon>~ zr* 
working harder and r o b in g  their 
crews harder nnd harder trying to 
make a profit. Everybody gets 
tired.’!

Maurice Oaksmith, who grew, up 
on Alaskan fishing boats,-says, "I’V  
think fishing vessels in many ways 7. 
are a better risk today, than-'they,-I;;- 
were four- years ago. Thoro are 
many . . more ./ a larm s,.:. detection.” ',; 
devices, and better -navigational' ’ 
equipment. But one thing you’ve got • 
to . guard against, a s. technology,.,, 
advances, is complacency." ; • j  ",

Adams' . -blames .-j - nccidonts -.-
involving somd crabbers '.on ■
^electronic creature comforts" along 
with drug use by younger crew ,and the way to prevent them is to
members who doze during their make sure the owner ’ starts
wheel w atch .. - • •: i - ' V ; • .accepting some of the risk. . ' .

In some cases;” though,' he says Ho looks back to the 1930’s during 
accidents arc not due to1 overwork; (r.ijtho,. Great Depression when there  
.drugs, or high-tech instrum cnts.."In1:»Were* a Jot of similar vessel losses 
Bristol Bay we never have a: total; • 'occurring. According to Adams, an 
loss prior to the season unless it's , •'.‘•underwriter would -. co-insure the 
truly accidental. It nlways seem s to J. vessel, assuming only part of the 
happen just before the end of the. ■ risk in ense of partial losses; the 
season, nnd "Oh, my god ,.the fire, owner would pick up the rest. Tho 
started," or "I hit a rock." There"*?/ other alternative ho scos is charging 
aren't very many rocks in Bristol ’ very high deductibles.
Bay, so they cither swamp or burn. •', , . Adams thinks strict Coast Guard 

• ."It nlwnys hnppens. wucrc it's •: enforcement of safety regulations 
hard to recover the boat, in the dark V" helps , reduce risk, too. Under 
of night; a friend just happened to be Section 46, Parts 24 through 26 of 
coming along and ho saw the fire, •' the Code of Federal Regulations, tho 
nnd 'I got. off without getting my 1 Const Guard can board uninspected
tcnnic runners wot.'" ... - ..i -.

Adams admits that ho is spenkirig 
somewhat facetiously; ho knows 
thnt Bristol Bny permits enn cost up
to $100,000.'Yet he sincerely; feels ,  1------   - -  --------
that 'moral hazards'—"sinking t h e v e s s e l s  unless they receive a specific 
dnmn b oa t" -d re  higher these days, - .  See BOAT IN S U R A N C E  p o g o 4 5

fishing vessels and check for safety  
and firo fighting equipment-, 
violations. But • Const Gunrd 
spokcspcoplo sny they do not have 
the].,m anpower-.to check fishing,.



BOAT IN SU RA N CE
continued from page 3 4  

. complaint.
Maurice Oaksmith, one of the 

founders of the National Council of 
Fishing Vessel Safety and
Insurance, says the "industry ought 
to consider self-regulation. The 
principal reason for forming this 
national group was that insurance 
costs were high, and the only way to 
bring them down was to decrease 
the severity  " and frequency of 
accidents. I would say that about 
90% of all accidents and fatalities 
are-avoidable. Usually they resu lt, 
from somebody doing something 
they shouldn't do."

There is a general consensus 
among marine surveyors, under­
w riters, and cinims investigators

that human error, due to lack of 
Adequate training, is responsible for 
»aany legitim ate accidents. In the 
case of . converted floating 
processors, howover, there are
other dangers.

During the conversion process, 
bulkheads and cofferdams are
usually removed tp make more room 
for processing equipment, forklifts, 
and elevators. . "They 'cut out
w atertight bulkhcnds so it's easier 
to move cargo down to the freezing 
holds and along the processing 
leek," explains surveyor Jim. 
Goldadc.

"In the case of one processor," 
says another surveyor, "all three 
holds had been cut through all the 

(way back to the engine room. You 
can pump such a vessel full of watcy,

but you’ve got no way to pumpi it out i 
again. There are no subdivisions to. ' 

, control flooding or fire in these '] 
1 vessels." . . • j
'• Highly flammable polyurethane J 

foam is also an acknowledged fire j 
hazard aboard such processors. ... j  

"We've g lo ssed '.• over these ! 
.problems in the last few years i 
because of a very competitive I 
insurance market, due to excess ? 
capacity and underwriters seeking..! 
premiums at any cost," says one j 
concerned claims investigator, j 
"Now that Interest rates arc ! 
declining nnd losses nre continuing 
to accelerate, the conditions are set 
for a scarcity of insurance 'and , 
possibly a recognition' that 
standards will be necessary if losses 
are to be controlled." □

•  * •  *

   „ •
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The statutory requirements for the ATC to regulate 
bulk-type carriers and recreational air carriers should be 
eliminated.

The Commission has supported the deregulation of bulk 
carriers in dump-type equipment. As pointed out in the "78" 
audit, a considerable amount of Staff time is spent in re­
viewing applications for authority and collection of annual 
reports. For calendar year 1982, 59% of all original appli­
cations for motor carriers was filed for dump-type authority.

The Commission has taken steps to make the application 
process for dump trucks as simple as possible while still in­
suring that the applicant is fit, willing, and able. The 
method the Commission has used to ease entry is to find in 
several orders that a continuing need exists in the construc­
tion industry for dump trucks and have found that public need 
can be satisfied by written shipper support. The Commission 
cannot prevent existing carriers from protesting new appli­
cants as happened in 1982, which resulted in 31 1/2 hours of 
hearings.

It would be the Commission's suggestion that dump trucks 
involved in supporting the construction industry be deregu­
lated as to entry, tariffs, and annual reports. Such car­
riers should be required to register, pay weight fees, pro­
vide proof of insurance necessary to protect the public, and 
be fully covered by the commercial vehicle safety program.

By amending Regulation 3 AAC 68.010 in 1980, the Commis­
sion defined who did not need an air taxi certificate. The 
Regulation as approved basically states that a certificate is 
not needed if the air transportation is incidental to another 
business. It has been the Commission's policy that guides 
and lodge owners would not need certificates if the air 
transportation is part of the package offered to the guest or 
client, and as long as such operators do not charge specif­
ically for the transportation. A certifcate would be needed 
if the only service provided is transportation.

The Commission involvement with such air carriers has be­
come very limited and generally there appears to be little 
problem with the current pol^ry.

1 9 7 8
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The Statutes and Regulations governing the ATC should be 
reviewed.

The Commission has taken steps to clarify the regulations 
and the Legislature in 1980 passed several major revisions to 
the statutes. Since the audit report provided six specific 
examples, we will answer in the same format.

1. "Cease and desist authority is needed to stop ille­
gal carriers." The Commission was given authority to issue 
Stop Orders in 1980 with the passage of Chapter 115 SLA 1980. 
The Stop Order authority has proven to be very effective for 
enforcement where clearly i]legal activities of a continuing 
nature is discovered.

2. "A definition of scheduled air carrier and clarifi­
cation of the definition of an air taxi operator should be 
provided." The necessary clarification was made by the Leg­
islature with the passage of Chapter 115 SLA 1980 effective 
January 1, 1981.

3. "Procedural regulations for hearings conducted by 
the ATC should be adopted." The revised procedural regula­
tions were formally adopted effective April 28, 1982. The
revisions have proven quite effective in both speeding up the 
hearing process and shortening the length of oral hearings.

4. "A clarification of incidental transportation to 
some other primary business is needed." As stated earlier,
the Commission amended 3 AAC 68.010 in 1980. While it could 
be argued that further definition in the statutes would as­
sist in clarifying such carriage, the problem has generally 
not been serious for legitimate private carriers. The car­
riers that have had a problem are those that have in fact
been proven to be operating without proper authority under 
the guise of private carriage.

5. "A statutory amendment is needed to give the Commis­
sion the authority to delegate their duty to preside over 
hearings to a hearing examiner." The use of hearing examin­
ers without the presence of a Commissioner was found accept­
able by the Supreme Court. The Court found that the use of 
hearing examiners violated neither the statutes nor constitu­
tional due piocess. The case in point is ATC vs. Gandia,
Sup. Ct. Op. No. 1964, 602 P2d 402 (1979). Therefore, this 
matter has been resolved.

R e c o m m e n d a t i o n  No. 2
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6. "Registration fees (air only), weight fees (motor 
freight and passengers) and application fees for all types of 
carriers have not been increased for at least nine years." 
Fees have still not been increased. Such increases would re­
quire revision of the statutes which the Commission would 
support. The only fees that cannot be increased are regis­
tration fees for interstate carriers which are fixed by Fed­
eral Law.

This recommendation also pointed out that the maximum 
allowable civil penalty was only $150 per violation. The 
Legislature in Chapter 115 SLA 1980 raised the maximum to 
$1,000. The Commission has taken the higher maximum into 
consideration when levying civil penalties.

Recommendation No. 3

The Commission should seek the repeal of the Alaska Ferry 
Transportation Act.

Chapter 115 SLA 1980 removed ferry transportation from 
the jurisdiction of the Commission.

Recommendation No. 4

ATC should regulate the economics of the transportation 
industry as required by the Alaska Statutes.

A. Carriers should be required to submit all pertinent finan­
cial data necessary for economic regulation.

The Staff of the Commission now files accusations against 
carriers who do not file the required annual or quarterly re­
ports. Failure to file reports can lead to either civil pen­
alties or the revocation of the authority.

While the Commission still agrees that the collection of 
financial information could be of great benefit, the Commis­
sion also recognizes that the completion of detailed finan­
cial reports can be done only at a cost to the carrier. 
There is also a cost to the State since such reports would 
require considerable Staff time in verifying reports, en­
forcement of filings, completion of data and the dissemina­
tion of information. With current staffing, it is not pos­
sible to significantly improve the quantity of information 
gathered. There is a continuing effort to improve th° qual­
ity of financial data currently received by improving report­
ing forms and utilizing the programs already in existence to 
catalogue the information.
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B. ATC should audit the Carrier’s accounting records to en­
sure they are prepared in accordance with regulatory account­
ing requirements and to determine the reasonableness of the 
financial data.

It has not been possible to significantly improve the 
survey of carrier's accounting records. While such indepth 
surveys or audits could be beneficial in determining whether 
or not the carrier is utilizing good accounting techniques, 
the fact is that numerous requests for positions to do such 
work have not been funded.

Further, this recommendation clearly demonstrates the un­
fortunate situation that exists in both the "78" and "82" au­
dits, which is a continuing attempt to compare the APUC and 
the ATC. The two agencies deal with two different regulatory 
schemes. The APUC deals primarily with monopolies which in 
Alaska generally belong to either a governmental unit or the 
rate payers. The ATC deals with competitive privately owned 
businesses. While in both areas there are economic regula­
tions designed to generate adequate rates to maintain the 
companies, there are within the transportation industries 
strong market forces at work that directly affect rates and 
markets. Another major difference is that utilities normally 
have necessary accounting staffs to maintain a complicated 
accounting system necessary to satisfy federal lending agen­
cies, federal regulatory agencies, local governmental units, 
and bonding covenants required for revenue bonds. Transpor­
tation companies in Alaska tend to be of a much smaller size 
and, in many cases, use public accounting firms to maintain 
their accounts. The greatest difference between the two in­
dustries is in their control of their respective markets. 
The utilities have a fixed number of customers that over pe­
riods of time use a predictable amount of their service. On 
the other hand the transportation industry has little control 
over customers and certainly no control over the amount of 
services needed.

C. ATC should establish written basic policies and proce­
dures for analysis of rate changes.

This recommendation was answered in part by the revisions 
to 3 AAC 69.395 and 3 AAC 68. 180 that were effective May 8, 
1980.

The major continuing problem in controlling tariffs that 
would insure ci specific rate of return to a carrier, is that 
in a competitive market place such actions are impossible.
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Transportation tariffs are not nearly as stable as utility 
tariffs for the reasons explained in B above. Stated simply, 
if one carrier drops its rates for a commodity between points 
A and B, then all other carriers servicing the same market 
must match it in short order or give up the freight. In 
utilities there is generally no alternative.

Recommendation No. 5

Improvement is needed in the enforcement of the ATC stat­
utes and regulations.

A. ATC does not process enforcement actions in a timely 
manner.

An effort has been made to reduce the processing time for 
enforcement actions. The biggest problem in significantly 
reducing the processing time is in preparation of the case 
for hearing and getting the respondent to hearing. The lack 
of adequate staff to handle the volume of work in enforcement 
has and will continue to cause some delays in processing each 
phase of the enforcement procedures.

Standard operating procedures have been developed for 
enforcement and are in use. Further, several memos and 
instruction sheets have been developed to standardize the 
enforcement effort.

B. The Commission frequently suspends all or part of the 
civil penalties assessed for violations.

The Commission still considers the suspension of part of 
a fine as a valid deterrent in its enforcement of the stat­
utes and regulations. In determining the appropriate civil 
penalty to be levied in any case, various factors are nor­
mally taken into consideration by the Hearing Examiner and 
the Commission. Among the factors are:

1. revenue received as a result of the violation or 
violations;

2. duration and number of violations;

3. possibility of emergency circumstances;

4. availability of authorized carriers;
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5. extent of respondent's experience in the transporta­
tion industry;

6. the quality of evidence submitted as provided in 3 
AAC 60.290;

7. previous Commission orders assessing penalties for 
similar or comparable violations;

8. the nature and severity of the violations; and

9. mitigating circumstances provided by the respondent.

The value of suspending a portion of the penalty is that 
the suspended portion is a constant reminder to the respon­
dent that new violations will result in not only new penal­
ties but also the automatic levy of the suspension. Vfith the 
current $1,000 limit per violation, suspension of several 
thousands of dollars is a very effective reminder.

C. ATC enforcement staff duplicates the motor safety inspec­
tion done by the Department of Public Safety.

There have been several changes in the commercial vehicle 
safety program since the 1978 audit. Generally, the Commis­
sion would still contend that the work being done by enforce­
ment agents at the time of the audit was a worthwhile aug­
mentation of Public Safety's program. However, with the 
transfer of the scale house personnel and the completion of a 
federal grant that funded the scale house program, the entire 
commercial vehicle safety program reverted to the ATC effec­
tive March 12, 1983. The existing staff is developing a
safety program that will effectively protect the public, the 
commercial drivers, and the cargo.

The auditor was correct in pointing out that safety ac­
tivities detract from carrier surveys and investigations. 
However, the Commission believes the implementation of a 
safety program designed to identify and remove unsafe ve­
hicles from the highways is of great importance.

Public Safety and local police agencies are still con­
ducting safety inspections based bn thier police powers, but 
their program is designed to apprehend violators while a com­
mercial vehicle safety program should concentrate on preven­
tion of violations. Further, with the ATC authority under AS 
42.07 and AS 42.10, action can be taken against the carriers 
that allow unsafe vehicles to be operated.
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Applications should be processed by the ATC in a more 
timely manner and temporary operating authority should be 
granted in accordance with Alaska Statutes.

The Commission and the Staff have reduced the processing 
time of applications. in calendar year 1982 the processing 
time of non protested applications was less than two months. 
To further speed the processing of air applications, the Leg­
islature in Chapter 115 SLA 80 provided in AS 02.05.070 that 
the Commission must get a completed application to hearing 
within 120 days of receipt or must deny the completed appli­
cation within 60 days of a hearing if held. Failure to meet 
these dates results in an automatic grant of authority. To 
date there have been no automatic grants since the amendment.

The entire question of the grant of temporary authorities 
is unclear as to the intent of the law. Currently, the Com­
mission has greatly reduced the number of temporaries 
granted. However, the Commission believes that the very 
tight definition placed on emergency or temporary authorities 
by the auditor was not the intent of the statutes. The audit 
implies that the statute would allow the issuance of a tempo­
rary only under emergency circumstances. The Commission dis­
agrees, and believes it has some latitude in granting tempo­
rary authorities, especially where no current service exists 
or when a transfer of ownership takes place. Further, the 
Air Act gives the Commission the authority to consider the 
impact of denial of a temporary request on the applicant.

Recommendation No. 7

The Commission and Hearing Examiners should write the 
formal written decisions (orders) on application before the 
ATC.

R e c o m m e n d a t i o n  No. 6

The Staff normally does not prepare orders in cases that
have gone to hearing. All such orders are prepared by the
presiding Hearings Examiner. If a quorum of Commissioners is 
not present at the hearing, then the order is termed a Pro­
posed Order and both parties have an opportunity to respond 
before the final Commission decision is issued.

To further expedite the issuance of orders, an effort has
been made to use standard formats, so that drafting time is 
reduced.



It should be noted that any order written by staff is 
only a draft and must be approved by at least two Commis­
sioners bef .re issued.

The Commission is still of the opinion that little bene­
fit would be derived by having one Commissioner with a legal 
background. As a quasi-judicial body, the decisions made 
must be based on the facts presented and not on the Commis­
sioner's personal opinion as to what happened. Further, a 
Commissioner that had a legal background still could not rep­
resent the Commission in Court, as only the Attorney Gener­
al's office can represent the State.

To overcome the problem of needing legal advise on mat­
ters in the hearing stage, the Commission uses one of the 
Hearing Examiners, both of whom are members of the Alaska 
Bar, as presiding officers. Since the Hearing Examiner is 
present in an official capacity, he can advise the Commission 
on evidentary matters, motions, etc., from a legal stand­
point. The assigned Assistant Attorney General represents 
Staff before the Commission at hearings and represents the 
Commission when rulings are appealed to the Superior Court. 
Further, the Assistant Attorney General researches legal 
questions posed by Commissioners and assists in responses to 
both the Civil Aeronautics Board and the Interstate Commerce 
Commission.

The need by the Commissioners for legal advice on pro­
cedural matters has been reduced by training programs that 
they have attended. The Commissioners have taken courses at 
the National Judicial College in administrative Law Proce­
dures. The courses provided by their institution are attend­
ed by persons appointed or elected to the various quasi­
judicial boards and commissions throughout the United states. 
Many states also send judges recently appointed to their 
various courts to this same college.

Recommendation No. 8

The ethical conduct regulations should be complied with 
in matters before the ATC.

The Commission and Staff have made a concerted effort to 
remove any doubt that the ATC is a quasi-judicial agency and 
as such cannot accept information not correctly presented. 
Stated simply, most people both within the regulated indus­
tries and outside those industries do not understand the dis­
tinction between a quasi-judicial agency and the typical
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agency in the executive branch of government. Therefore, 
these people think it totally proper to attempt to convince 
the ATC Commissioners or the staff as to how they would hope 
a matter should be handled. While very few of these people 
would ever dream of calling a judge to discuss a legal matter 
currently before his bench, to call the ATC is considered 
okay.

The Commissioners quite frankly are refusing to discuss 
cases that are in the adjudication process. They will talk 
with individuals who have general questions about transporta­
tion regulation or Commission procedures, but all such con­
versations are limited to generalities.

Recommendation No. 9

Neither Commissioners nor ATC staff should accept free 
transportation from any regulated carrier.

Since the incident of August 1978, no free transportation 
has been accepted by any Commissioner or staff member. Every 
effort is made to ensure that no one carrier is seemly given 
preference over another.

Recommendation No. 10

ATC should issue orders in accordance with the Alaska 
Statute.

The Commission did continue to issue some orders by tele­
gram during the period 1979 to 1981. However, since early 
1982 very few authorities, whether for temporary authority or 
not, have been issued by telegram. In all cases since 1981, 
a confirming order has been issued whenever a telegram was 
used.

A more thorough discussion of the ATC's disagreement with 
this audit recommendation can be found with this same finding 
in the 1982 audit.

Recommendation No. 11

The Statutory Qualifications for Commissioners of the ATC 
should require specific areas of expertise.

This matter was resolved by the passage of Chapter 115 
SEA 1980 which amended AS 41.07.041. The amended section 
establishes that each of the three positions will have spec­
ific experience in various fields.
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The ATC should give notice, hold open to the public, and 
maintain complete minutes of the Commissioners' weekly meet­
ings.

The weekly meetings are currently held solely to make de­
cisions in adjudicatory matters and are thus not open to the 
public as stated in the Response to Recommendation No. 8. 
The Commission can only listen to testimony if all parties 
are present so the concept of a weekly public meeting would 
only increase the possibility of accusation that decisions 
were made based on ex parte communication.

The specific regulation, 3 AAC 60.470, referred to in the 
Audit was repealed effective April 20, 1982. All hearings
are open to the public and are duly noticed in the ATC Jour­
nal as required by AS 44.62.310. If any change to the admin­
istrative code is under consideration, notice is published in 
local newspapers as required.

Recommendation No. 13

An index system should be developed for the final orders 
issued by the ATC and decisions on appeals from the courts.

The staff and a Hearing Examiner has completed an index­
ing of all Commission Orders in a legal digest. The project 
began in 1980 and will be completed by July 1, 1983. The di­
gest will be over 900 pages in length and will be made avail­
able to the public. The digest took about six man months of 
Hearing Examiner's time and about 12 man months of clerical 
support time.

It is believed that the digest will speed up processing 
time and possibly reduce hearing time as past decisions will 
be readily available so that the the same arguments will not 
have to be presented during each case.

Recommendation No. 14

The Assistant Attorney General and Tariff Analyst posi­
tions at Department of Law which are assigned to ATC matters 
should be placed organizationally and physically within the 
ATC.

R e c o m m e n d a t i o n  No. 12

The Assistant Attorney General position is still assigned 
to the Department of Law. In September of 1982, the incum­
bent in the position was required to relocate his office back
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to the Department of Law's office area in Anchorage. Prior 
to the move, the attornev had ber i allowed to work at the 
Commission's office.

The move has caused s^me difficulties and does interrupt 
the work flow especially in the handling of enforcement cases.

The Commission has no idea what happened to the Tariff 
Specialist position assigned to the Department of Law.

The Commission is still of the opinion that the attorney 
should at the very least be assigned to physically work at 
the Commission's office. Further, with the current work load 
the Commission needs to add either another attorney or a 
paralegal assistant.
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Recommendation No. 1

The Alaska Transportation Commission should become a sec­
tion within the Alaska Public Utilities Commission (APUC).

The Commission has prepared several written statements in 
depth as to its reasons for opposing this recommendation.

The principle reason for the ATC not agreeing with this 
recommendation is that the ATC and APUC provide economic reg­
ulation of two totally different industries. The APUC regu­
lates essentially monopolistic utilities that are generally 
owned either by cooperatives or local governments. The ATC 
regulates highly competitive air and service transportation 
companies that are in private or cooperate ownership. The 
APUC's attention is primarily concentrated on rate cases 
while the ATC is primarily involved in determining applicant 
fitness and enforcement activities.

The work load of both agencies would appear to justify 
the continuance of the existing structure. In fact as of May 
16, 1983, the ATC has opened 262 dockets as compared to 250 
in the same time period in 1982 and has issued 341 orders as 
compared to 233 in 1982. It would appear that to combine the 
two agencies would place a very heavy work load on the re­
maining Commissioners. It could very well lead to the same 
problems that lead to the splitting of the old Public Utili­
ties Commission in 1966. That split was designed to reduce 
delays and increase service to the regulated industries and 
created the APUC and the ATC.

Recommendation No. 2

Temporary authority should be granted in accordance with 
statutes.

The Commission does not agree that temporary authorities 
are being jranted without considering the statutes.

In the past some temporary authorities were granted in 
what appears to have been an expedited manner. This is no 
longer the practice. While temporary authorities are still 
being granted, most are not granted until after publication 
in the Journal and then by written order. The use of tele­
grams has been greatly curtailed and restricted to only rare 
cases where there is a need for expedited service.
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If there are known protestants to the application, the 
Commission will hold a short notice hearing limited to the 
question of the need for the temporary. In this way all 
known parties are guaranteed due process and the Commission 
can hear evidence as to the emergency situation that appli­
cant believes exists.

The Commission is still of the opinion that the statutes 
provide adequate latitude to allow for the issuance of tempo­
rary exemptions. To limit the issuance of temporary exemp­
tions to the narrow parameters suggested in this recommenda­
tion could be more of a disservice to both the public and the 
regulated industry than the granting of such permission.

It is also indicated in this recommendation that the pro­
cessing time for applications not requiring a hearing was 
five months. A review by Staff of the 1982 orders issued for 
all applications that did not require a hearing indicated an 
average of approximately three months. This average time has 
been further reduced in 1983 with many applications being 
processed within 45 days.

Recommendation No. 3

The economic regulatory procedures of ATC should include 
financial analysis of data submitted by the carrier.

A. Processing of applications should include financial
statements and financial data.

All applications are being reviewed by either a tar­
iff specialist or an accounting technician during the
initial processing. A review sheet is included in all 
dockets indicating the financial condition of the appli­
cant. The applicant is contacted by letter if any addi­
tional information is needed to complete the evaluation. 
Failure on the part of the applicant to supply the ir'or- 
mation may result in rejection of the application as in­
complete.

The Staff is considering a new application form that
will require the applicant to submit both additional data
as well as confirmation of assets and liabilities. How­
ever, it now appears that new regulations will have to be 
published and approved as the confirmation requirement 
would be an addition to the application process and can 
only be initiated through regulation.



B. A T C  s h o u l d  r e q u i r e  s u p p o r t i n g  d o c u m e n t a t i o n  o f  t a r ­
iff c h a n g e s  f o r  r e v i e w  a n d  a n a l y s i s .

T h i s  r e c o m m e n d a t i o n  w o u l d  s e e m  t o  b e  b a s e d ,  in p a r t ,  
o n  t h e  f a i l u r e  of S t a f f  t o  d o c u m e n t  i t s  a c t i o n s .  W h i l e  
w i t h  o n l y  t h r e e  t a r i f f  s p e c i a l i s t s  it w o u l d  n o t  b e  p o s ­
s i b l e  f o r  t h e  A T C  t o  c o n t r o l  a n d  s e t  t h e  r a t e s  f o r  200 
c o m m o n  m o t o r  c a r r i e r s  a n d  2 2 5  air c a r r i e r s ,  t h e  S t a f f  h a s  
r e j e c t e d  m a n y  t a r i f f  f i l i n g s  t h a t  d o  n o t  m e e t  f i l i n g  r e­
q u i r e m e n t s  a n d  t h a t  m i g h t  be d i s c r i m i n a t o r y  t o w a r d  s e­

l e c t e d  s h i p p e r s .

T h e  S t a f f  is n o w  r e q u i r i n g  r a t e  j u s t i f i c a t i o n  to be 
s u b m i t t e d  f o r  s o m e  m o t o r  t a r i f f  f i l i n g s  a n d  a l l  a i r  t a r­

iff f i l i n g s .  T h e  m o t o r  c a r r i e r s  h a v e  i n d i c a t e d  s o m e  o p ­
p o s i t i o n  t o  t h e  r e q u i r e m e n t  to j u s t i f y  a l l  r a t e  i n­

c r e a s e s .  In a r e c e n t  h e a r i n g  b e f o r e  t h e  C o m m i s s i o n  t h e  
c a r r i e r s  i n d i c a t e d  t h a t  a r e q u i r e m e n t  t o  s u b m i t  c o s t  j u s­

t i f i c a t i o n  for t a r i f f  a d j u s t m e n t s  is b o t h  c o s t l y  a n d  v e r y  
t i m e  c o n s u m i n g .  F u r t h e r ,  in m a n y  c a s e s  t h e  c h a n g e s  a r e  

o n l y  f o r  a s m a l l  s e c t i o n  of t h e i r  t a r i f f  a n d  a r e  b a s e d  on 
c o m p e t i t i o n  r a t h e r  t h a t  s p e c i f i c  c o s t  f o r  t h e  o p e r a t i o n .

T h e  S t a f f  e x p e c t s  t h a t  the f i n a l  d e t e r m i n a t i o n  of 
h o w  m u c h  c o s t  d a t a  w i l l  be r e q u i r e d  f o r  t a r i f f  f i l i n g s  
w i l l  h a v e  to be r e d u c e d  t h r o u g h  t h e  p r o m u l g a t i o n  of r e g­

u l a t i o n .  W i t h  t h e  r e d u c t i o n  of f i l i n g  r e q u i r e m e n t s  by 
th e  f e d e r a l  a g e n c i e s ,  I C C  a n d  CAB, t h e r e  h a s  d e v e l o p e d  a 
d u a l  s y s t e m  w h e r e i n  t h e  f e d e r a l  f i l i n g  r e q u i r e m e n t s  a r e  
m o r e  l e n i e n t  t h a n  t h e  S t a t e  r e q u i r e m e n t s .

C . A n n u a l  a n d  q u a r t e r l y  f i n a n c i a l  r e p o rt s s h o u 1d_ _ b  e 
a n a l y z e d .

T h e  q u e s t i o n  of w h a t  is n e e d e d  o n  a n n u a l  a n d  q u a r ­
t e r l y  r e p o r t s  is m o s t  d i f f i c u l t  to a n s w e r .  T h e  c a r r i e r s  
g e n e r a l l y  r e s e n t  h a v i n g  to f i l e  a n y  r e p o r t s ,  c o n t e n d i n g  
t h a t  r e p o r t s  a r e  e x p e n s i v e  t o  p r e p a r e  a n d  a r e  o p e n  to t h e  
p u b l i c ,  i . e . ,  t h e i r  c o m p e t i t o r s .  T h e  S t a f f  is of t h e  
o p i n i o n  t h a t  s o m e  c a r r i e r  i n f o r m a t i o n  is n e e d e d  a n d  c a n  
o n l y  be s u p p l i e d  b y  t h e  c a r r i e r .

T h e  A T C  g e n e r a l l y  a g r e e s  t h a t  m o r e  f i n a n c i a l  r e v i e w s  

c o u l d  be d o n e .  H o w e v e r ,  it s h o u l d  b e  n o t e d  t h a t  to d o  s o  
w i l l  r e q u i r e  m o r e  f u n d i n g  t o  c o v e r  s u p p o r t  c o s t  s u c h  as 
d a t a  e n t r y ,  p r o g r a m m i n g ,  c o m p u t e r  t i m e  a n d  s u p p o r t  e q u i p ­

m e n t .  P o s s i b l y  of e v e n  g r e a t e r  i m p o r t a n c e  in c o n s i d e r i n g



m o r e  r e v i e w  is t h e  i m p a c t  of its c o l l e c t i o n  o n  t h e  c a r ­
r i e r s  a s  a n y  i n c r e a s e  i j r e p o r t i n g  r e q u i r e m e n t s  w i l l  d i ­
r e c t l y  i m p a c t  t h e m  in i n c r e a s e d  c o s t  of p r e p a r i n g  t h e  

i n p u t  d o c u m e n t a t i o n .

It s h o u l d  b e  n o t e d  t h a t  m a n y  j u r i s d i c t i o n s  a r e  r e­

d u c i n g  r e p o r t i n g  r e q u i r e m e n t s  as p a r t  of d e r e g u l a t i o n .

R e c o m m e n d a t i o n  No. 4

C o m p l a i n t s  a n d  a c c u s a t i o n s  s h o u l d  b e  i n v e s t i g a t e d  a n d  
p r o c e s s e d  in a t i m e l y  m a n n e r  a n d  a c c u r a t e  r e c o r d s  of t h e  
c o m p l a i n t  r e s o l u t i o n  p r o c e s s  s h o u l d  be m a i n t a i n e d .

S t e p s  h a v e  b e e n  t a k e n  t o  i m p r o v e  t h e  e n f o r c e m e n t  e f f o r t  
a n d  to e n s u r e  t h a t  c o m p l a i n t s ,  c i t a t i o n s ,  a n d  a c c u s a t i o n s  a r e  
p r o c e s s e d  in as t i m e l y  m a n n e r  as p o s s i b l e .  P a r t  of t h e  p r o b ­

l e m  h a s  b e e n  r e s o l v e d  b y  a b e t t e r  r e c o r d  k e e p i n g  s y s t e m  f o r  
t h e  a g e n t s  a n d  t h e  a s s i g n m e n t  of s p e c i f i c  c a s e s  t o  an a g e n t .  
T h e  o b j e c t i v e  is to h a v e  e a c h  a g e n t  be r e s p o n s i b l e  f o r  a c a s e  
t h r o u g h  t h e  h e a r i n g  p r o c e s s .

To f u r t h e r  r e d u c e  d e l a y s  t h e  H e a r i n g  E x a m i n e r s  a r e  c l o s e ­
ly m o n i t o r i n g  t h e  c a l e n d a r  t o  e n s u r e  t h a t  c a s e s  s i m p l y  d o  n o t  
d i e  b e c a u s e  of f a i l u r e  t o  c o m p l e t e  the h e a r i n g  p r o c e s s .

W h i l e  e v e r y  e f f o r t  i s  b e i n g  m a d e  to i n c r e a s e  t h e  p r o d u c ­
t i v i t y  of t h e  e n f o r c e m e n t  a g e n t s ,  t h e r e  is no w a y  to e n s u r e  

t h a t  c a s e s  a r e  n o t  g o i n g  to e x t e n d  o v e r  w h a t  a p p e a r s  t o  b e  a n  
u n u s u a l  l e n g t h  of t i m e .  T h e  e f f o r t  to c o l l e c t  a d e q u a t e  e v i ­
d e n c e  t a k e s  t i m e  e s p e c i a l l y  w h e n  t h e  v i o l a t o r s  s e l d o m  c o o p e r ­
ate. F u r t h e r ,  t h e  q u a s i - j u d i c i a l  p r o c e s s  t a k e s  t i m e  as e v e r y  
r e a s o n a b l e  e f f o r t  m u s t  b e  m a d e  to g u a r a n t e e  t h e  a c c u s e d  of 

h i s  d u e  p r o c e s s  r i g h t s .

R e c o m m e n d a t i o n  No. 5

T h e  n u m b e r  of f i e l d  s u r v e y s  p e r f o r m e d  e a c h  y e a r  s h o u l d  b e  
i n c r e a s e d  a n d  s h o u l d  i n c l u d e  a l i m i t e d  f i n a n c i a l  c o m p l i a n c e  

a u d i t  of a c c o u n t i n g  r e c o r d s .

T h e  n u m b e r  of f i e l d  s u r v e y s  f o r  b o t h  s u r f a c e  a n d  a i r  c a r ­
r i e r s  h a s  b e e n  i n c r e a s e d .  A  n e w  m o t o r  c a r r i e r  s u r v e y  f o r m a t  
h a s  b e e n  o f  a s s i s t a n c e  in d i s c o v e r i n g  v i o l a t i o n s  e s p e c i a l l y  
in t h e  a r e a  of d r i v e r s '  r e c o r d s  a n d  h a u l i n g  u n a u t h o r i z e d  
l o a d s .
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N o r m a l l y ,  t h e  s u r v e y  t e a m  c o n d u c t i n g  s u r f a c e  s u r v e y s  i n­

c l u d e s  a t a r i f f  s p e c i a l i s t  w h o  r e v i e w s  t h e  b i l l s  o f  l a d i n g s  
a g a i n s t  t h e  p o s t e d  t a r i f f .  S u c h  s u r v e y s  n o r m a l l y  t a k e  at 
l e a s t  t w o  d a y s  a n d  o n e  s u r v e y  t o o k  a b o u t  t w o  w e e k s .  If an 
a c c u s a t i o n  r e s u l t s  f r o m  t h e  s u r v e y ,  s e v e r a l  m o r e  w e e k s  of 
S t a f f  t i m e  is n e e d e d  t o  f i n a l i z e  t h e  i n v e s t i g a t i o n  a n d  p r e ­
p a r e  f o r  t h e  h e a r i n g .

It is s t a f f ' s  o p i n i o n  t h a t  s u r v e y s  a r e  a v e r y  i m p o r t a n t  
e l e m e n t  in t h e  e n f o r c e m e n t  of e c o n o m i c  r e g u l a t i o n .  H o w e v e r ,  
t h e r e  is a d i r e c t  c o n f l i c t  f o r  t i m e  b e t w e e n  t h e  r e c o m m e n d a ­
t i o n  t o  p r o m p t l y  r e s o l v e  a l l  c o m p l a i n t s  a n d  t o  c o n d u c t  m o r e  
i n d e p t h  s u r v e y s .  T o  d o  b o t h  w o u l d  r e q u i r e  m o r e  S t a f f .

R e c o m m e n d a t i o n  No. 6

T h e  C o m m i s s i o n e r s  a n d  H e a r i n g  E x a m i n e r s  s h o u l d  w r i t e  a l l  
t h e  f o r m a l  w r i t t e n  d e c i s i o n s  ( o r d e r s )  o n  d o c k e t e d  m a t t e r s  b e ­

f o r e  t h e  A T C .

T h e  A T C  d o e s  n o t  d i s a g r e e  w i t h  t h i s  r e c o m m e n d a t i o n .  H o w ­
e v e r ,  it s h o u l d  b e  n o t e d  t h a t  t h e  H e a r i n g  E x a m i n e r s  d o  w r i t e  

a l l  of t h e  o r d e r s  g e n e r a t e d  b y  h e a r i n g s  o v e r  w h i c h  t h e y  
p r e s i d e .

S i n c e  J a n u a r y  1, 1 9 8 3 ,  t h e r e  h a v e  b e e n  41 h e a r i n g s  in
A n c h o r a g e  a n d  in 25 of t h e m  at l e a s t  a q u o r u m  o f  C o m m i s s i o n­

e r s  h a v e  b e e n  p r e s e n t .  B y  a t t e n d i n g  t h e  h e a r i n g s ,  t h e  C o m ­
m i s s i o n e r s  c a n  r e n d e r  a d e c i s i o n  w i t h o u t  t h e  i n t e r i m  s t e p  of 
a p r o p o s e d  o r d e r .  T h i s  b o t h  s h o r t e n s  t h e  t i m e  b e t w e e n  h e a r­
i n g s  a n d  f i n a l  o r d e r s  a n d  s p e e d s  u p  t h e  t i m e  n e c e s s a r y  to 
g r a n t  a n  a u t h o r i t y  if a p p l i c a n t  p r e v a i l s .  A s i d e  b e n e f i t  is 
t h a t  in s o m e  c a s e s  it r e d u c e s  t h e  c o s t  of a l l  p a r t i e s  a s  t h e  
n e c e s s i t y  of s u b m i t t i n g  l e g a l  b r i e f s  is r e d u c e d .

R e c o m m e n d a t i o n  No. 7

A T C  s h o u l d  e s t a b l i s h  p r o c e d u r e s  f o r  t h e  a c c o u n t a b i l i t y  
a n d  c o l l e c t i o n  of c i v i l  p e n a l t i e s .

S i n c e  t h i s  a u d i t  a g r e a t e r  e f f o r t  is b e i n g  m a d e  t." e n s u r e  
t h e  c o l l e c t i o n  of c i v i l  p e n a l t i e s  is b e i n g  m a d e .  C u r r e n t l y ,  
t h e r e  is a s y s t e m a t i c  c a l l - u p  of o v e r d u e  f i n e s  in o r d e r  t h a t  

r e m i n d e r  l e t t e r s  c a n  be s e n t .  If s u c h  l e t t e r s  p r o v e  u n s u c­
c e s s f u l ,  s e v e r a l  a l t e r n a t i v e s  a r e  u s e d .



T h e  f i r s t  is l e g a l  a c t i o n  e i t h e r  t h r o u g h  t h e  D e p a r t m e n t  
of L a w  f o r  c a s e s  o v e r  $ 2 , 0 0 0  or S m a l l  C l a i m s  f o r  u n d e r  
$ 2 , 0 0 0 .  If a c e r t i f i c a t e d  c a r r i e r  is i n v o l v e d ,  a s h o w  c a u s e  
o r d e r  is i s s u e d  r e q u i r i n g  p a y m e n t  o r  r e v o c a t i o n  w i l l  b e  o r­
de r e d .  A l l  t h r e e  e f f o r t s  h a v e  p r o d u c e d  p o s i t i v e  r e s u l t s .

R e c o m m e n d a t i o n  No. 8

A l a s k a  S t a t u t e s  s h o u l d  b e  a m e n d e d  t o  e x e m p t  d u m p  t r u c k  
o p e r a t o r s  f r o m  c e r t i f i c a t i o n  a n d  e c o n o m i c  r e g u l a t i o n .

T h e  C o m m i s s i o n  c o n t i n u e s  t o  c o n c u r  t h a t  d u m p  t r u c k  o p e r a ­

t i o n  s h o u l d  b e  e x e m p t  f r o m  e c o n c ' n c  r e g u l a t i o n  a n d  r e g u l a t e d  
o n l y  a s  t o t h e  s a f e t y  of o p e r a t i o n  as  c o m m e r i c a l  v e h i c l e s  a n d  

t o  t h e  f i l i n g  of a d e q u a t e  i n s u r a n c e  to  p r o t e c t  t h e  p u b l i c .

T h e  A T C  d o e s  t a k e  e x c e p t i o n  to  t h e  c o m m e n t  t h a t  t h e  C o m­
m i s s i o n  h a s  " e s s e n t i a l l y  e x e m p t e d  d u m p  t r u c k  o p e r a t i o n  f r o m  
e c o n o m i c  r e g u l a t i o n . "  W h a t  t h e  C o m m i s s i o n  h a s  d o n e  is to 
r e c o g n i z e  t h e  n a t u r e  of t h e  d u m p  t r u c k  i n d u s t r y  a n d  to  e f f e c t  
r e g u l a t i o n  w i t h  t h e  l e a s t  b u r d e n  p o s s i b l e  on  a p p l i c a n t s  a n d  

p e r m i t t e d  c a r r i e r s  w h i l e  at t h e  s a m e  t i m e  a d h e r i n g  to S t a t e  
law.

R e c o m m e n d a t i o n  No. 9

R e g u l a t i o n  s h o u l d  be p r o m u l g a t e d  in a t i m e l y  m a n n e r .

Of t h e  f o u r  p r o p o s e d  r e g u l a t i o n s  m e n t i o n e d  in t h e  a u d i t ,  
t w o  h a v e  b e e n  a p p r o v e d  a n d  p u b l i s h e d  in t h e  A d m i n i s t r a t i v e  
Co d e .  T h e  p r o p o s e d  r e g u l a t i o n  o n  t a r i f f s  a n d  i n s u r a n c e  is 

b e i n g  r e w r i t t e n  a n d  w i l l  n e e d  t o  b e  r e n o t i c e d  for h e a r i n g .  
T h e  r e a s o n  in b o t h  c a s e s  is t h a t  t h e  o r i g i n a l  p r o p o s e d  r e g u­

l a t i o n s  a r e  no l o n g e r  a p p l i c a b l e  to  c u r r e n t  s i t u a t i o n s .

T h e r e  is n o  q u e s t i o n  t h a t  r e v i s e d  r e g u l a t i o n s  s h o u l d  n o t  

t a k e  t w o  y e a r s ,  b u t  in s o m e  c a s e s  it is b e t t e r  f or  t h e  r e v i­
s i o n s  t o  d i e  u n d e r  p u b l i c  c o m m e n t  t h a n  f o r  a n  a g e n c y  t o p u s h  

t h e m  t h r o u g h  a n d  c r e a t e  u n w o r k a b l e  s i t u a t i o n s .

A m a j o r  r e v i e w  o f  t h e  r e g u l a t i o n s  is n e e d e d ,  b u t  w o u l d  
r e q u i r e  t h e  s e r v i c e  oi a n  a d d i t i o n a l  a t t o r n e y  f r o m  t h e  D e ­
p a r t m e n t  of Law. W h i l e  t h e  S t a f f  c a n  d r a f t  c h a n g e s ,  t h e  s e r ­

v i c e s  of an a t t o r n e y  a r e  r e q u i r e d  p r i o r  t o  a n d  d u r i n g  t h e  
h e a r i n g  p r o c e s s  s i n c e  a l l  of A T C ' s  r e g u l a t i o n s  a r e  q u a s i ­
j u d i c i a l  in n a t u r e  a n d  a c t i o n s  t a k e n  a r e  d i r e c t l y  a p p e a l a b l e  
to  t h e  S u p e r i o r  C o u r t s .  T h e r e f o r e ,  t h e  A T C ' s  r e g u l a t i o n s
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m u s t  b e  r e v i e w e d  n o t  o n l y  f r o m  t h e  b a s i s  o f  a p p l i c a b l e  s t a t e  

l a w ,  b u t  a l s o  b a s e d  o n  c u r r e n t  S t a t e  a n d  F e d e r a l  c a s e  l a w  
s i n c e  in m a n y  c a s e s  i n t e r s t a t e  c o m m e r c e  is a f f e c t e d .

R e c o m m e n d a t i o n  N .-'. 10

A T C  s h o u l d  s e e k  l e g i s l a t i o n  to i n c r e a s e  f e e s .

T h e  A T C  s u p p o r t s  t h e  c o n c e p t  of i n c r e a s e d  f e e s  a n d  f u r ­

t h e r  b e l i e v e s  t h a t  l a n g u a g e  s h o u l d  b e  i n c l u d e d  in A S  4 2 . 0 7  to 
a l l o w  f o r  t h e  a s s e s s m e n t  of c o s t s  to p a r t i c i p a n t s  s i m i l a r  to 

t h e  l a n g u a g e  a p p e a r i n g  in A S  4 2 . 0 5 . 6 5 1 .



S ta te  C apitol \  
Ju n eau , A laska 99811

F R O M :  Senator Joe Jrsephson
t

DATE: May 11, 1983

R E: S S S B  174 Pre. erential Hire

Dear Mr. President:

While support for the substance of S S S B  174 appears virtually unanimous . 
a m o n g  the public and the legislators, some concerns regarding the fiscal note 
have emerged.

m

T h e  Department of Labor has asked for six (6) n e w  employees to enforce the 
provisions oi S S S B  174 should it become law. T h e  Department of Labor has 
very conservatively estimated wage savings to Alaskans in excess of 3.4 
million dollars from the level of enforcement this funding would permit. Given 
the very conservative nature of Department of Labor's estimates this equals a 
greater than ten to one return to the citizens of Alaska for each State dollar.

T h e  Senate Finance Committee has already included funding for four of the 
positions requested b y  the S S S B  174 fiscal vote as a special Alaska Hire unit 
within the Department of Labor. I believe we can anticipate a more active 
enforcement of Ala'ska hire by the n e w  administration. 1 believe this fact, 
combined with ti\e craft b y  craft requirement of S S S B  174, justifies the 
addition of ull the requested six employees.

I
I would request your guidance and assistance as to h o w  to best formulate the 
fiscal note to clarify this situation, guarantee adequate funding of Alaska 
Hire enforcement,/and promote the passage of this legislation.

3enator'J6e Josephson

JP.J/dd/cme

cc: Senator Sackett.
Commissioner Robinson 
Peter McDowell, Director O M B

O ffic ia l BuamesB
* ' .1

T O: Senator J. Kerttula



• ' .Poach V
• Stbte Capitol

Official Business Juneau, Alaska 99611

TO: Senators' Ketttula,'-Eliason, Mulcahy, Bennett, SacKett, and R o de y

F R O M :  Senator Josephson
• •  •

D A T E :  M a y  5, 1983

RE: SS S B  174 Preferential Hire • *

Dear Colleague: '

Over the past three weeks, I have received numerous letters, telephone calls 
and POM's concerning this legislation. You and I,and the people, want to 
strengthen the employment position of Alaskans in the face of outside employ­
ers using outside labor on local projects.

SB 174 was fashioned after an executive order approved in White v. Mass, 
Council of Constr. E m p . , the United States Supreme court decision announced 
on February 2S~, 1983. The Court upheld a City of Boston executive order 
which required at least 50% bona fide resident hire on "any const uction 
project funded in whole or in part by City funds, or funds which... the City 
expends or administers, and to which the city is signatory." The Court, in 
the face of a federal constitution Commerce Clause challenge, held that "the 
application of the mayor's executive order to the contracts in question did not 
violate the Commerce Clause...".

A  recent Washington Supreme Court decision, has cast legal doubt about the 
validity of A S  36,10 as presently constituted. S B  174 takes advantage of the 
White decision and puts A S  36,10 in a form that should create a constitution­
ally permissible employment preference statute. • * •

Subsection (a) addresses employment preference in municipalities only, thus 
falling well wi4hin the boundaries established in White, and avoiding the 
Commerce Clause challenge.1

Subsection (b) addresses employment preference on construction projects- 
partly or wholly funded b y  state money. This subsection requires that 95 
per cent of all workers on such projects be Alaska residents. It .also •. 

^  requires that each craft of workers be composed of- 95% Alaskan residents. 
This craft b y  craft provision will insure that Alaskans will be offered jobs in 
all craft areas and prevent the importation of a particular craft of workers at 

of Alaskan residents.

Soe P. Josephson



I .  REQUEST ,
■v.v Bi 1 1 / R e s o l u t i o n  No. S S f o r 5 B  174____

' 4 p T 1 1 1 e : "...employment preference..."

>V{.r S p o n s o r :  S e n a t o r  J o s e p h s o n ____________

R e q u e s t o r :  Senate Labor & Commerce___

II. F I S C A L  D E T A I L

A g e n c y  A f f e c t e d aiahor
P r o g r a m  C a t e g o r y  A f f e c t e d Unrifpp Prnt-pcti 

BR U ,  P r o g r a m  o f  S u b p r o g r a m ( s ) A f f e c t e d :  

Labor Standards & Safety. Wa g e  & Hour

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

• • O P E R A T I N G

FY 83 FY 8 4 FY 85 FY 86 FY 8 T ~ FY 8 8
•

1 00 P E R S O N A L  S E R V I C E S  

'.-•200 T R A V E L  

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

4 0 0  C O M M O D I T I E S  

5 0 0‘ E Q U I P M E N T  

6 0 0  L A N D  & S T R U C T U R E S  

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

72.3 76.6 81.2 86.1 91.3

0

21.0 22.3 23.6 25.0 26.5
l.U 1.1 1.2 1.3 1.4

3:u u U U 0

•

•

T O T A L  O P E R A T I N G 97.3 100.0 106.0 112.4 1119.2

C A P I T A L

R E V E N U E

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D  

F E D E R A L  F U N D S  

O T H E R  ( S p e c i f y  S o u r c e )

P O S I T I O N S :  

“■'FULL-rilC 

P A R T - T I M E  

T E M P O R A R Y

\

III. S O U R C E  O F  F U N D S  TO O F F S E T  F I S C A L  I M P A C T  OF B I LL: 

N/A

97.3 100.0 106.0 112.4 L19.2

2 2 2 2 2

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f o r  a n y  A n a l y s i s  

P r e p a r e d  By: Donald R. W i l s o n " ^ ^ ^  > J u

D i v i s i o n :  Labor Standards and Safety

r ,  # ,
A n p r o v e d  by C o m m i s s i o n e r : J im Robison

D e p a r t m e n t :  Labor________ ■ ________
LtG:AT48

k r t A

Phone:465-4870

Date: May fi, 1983

Date: May 6, 1983

Distribution:'

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e  1 • •• • • . . .

C o p y  to O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  (for L e g i s l a t u r e  i n t r o d u c e d  b i l l s ) 0 - f  

• C o p y  to D e p a r t m e n t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )  ; .

C o p y  to S p o n s o r  ... .. '

: C o p y  to R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r )  ■ : • • - • • • •  - 3/a/fl^l



: M t HE L E G I S L A T U R E  OF T HE S T A T E 'OF A L ASKA ' *• \  >*;: '•* -• •

T H I R T E E N T H  L E G I S L A T U R E  • ?■*”  •••*' . :

TITLE: “An Ac t  relating to em p l o y m e n t  p r e f e r e n c e . "

. FISCAL NOTE .... ....... :

A G E N C Y  AFFECTED: Department of Labor

f e  . P’ageJ

•• ’ fy v . \ r \' *. . ..•? :~*-r *7 1 *.*V.rv.*..- * .. v ..ir:. - r .. -M*.

■» I

X -

Under this bill the Department of Labor will be required to c l o sely scrutinize 

certified payrolls to assure that residents of an area, which has been d e s i g­

nated as an area impacted by econ o m i c  disaster, a re given first p r e f erence for 

employment, where t h e y  are available and q u a l i f i e d ,  so that the economic ef- •

' fects of alleviating t h e  disaster will be max i m i z e d .  If resident labor is not 

available, the c o n t r a c t o r  will inform the d e p a r t m e n t  of the number of a d d i t i o n­

al wo r kers n e e ded, t he positions to be filled, and the efforts mad e  at r e c ruit­

ment in the area. The department will i n v e s t i g a t e ,  and if it is determined that 

a good faith e f fort has been made by the c o n t r a c t o r ,  will authorize the r e c ruit­

ment of q u alified and available workers f r o m  areas adjoining the area impacted 

by such econ o m i c  disaster; then followed by residents of the region, and then 

by residents of the State at large. This expansioi: of auditing and i n v e s t i g a­

tive service will be significant and labor intensive,.

Staffing would provide a technician for f u ll-time resident audits, and a f u l l­

time invest i g a t o r  in the office to review au d i t  results, make investigations of 

violations uncovered by the audits, and i n v e s t i g a t e  c o m p h i n t s  from sources 

outside the agency. The investigator w o u l d  travel t h r o ughout the state to 

provide a qu i c k  reaction capability to remote joo sites where a m a j o r i t y  of 

the violations occur.

Additional workload results from the requir e m e n t  that residency is based on 

w o rker hours on a craft-by-craft basis.

A s s u m p t i o n s :

Effective date of July 1, 1983 • •

Inflation rate o f  6X per annum

Equipment Costs of $9,000 is a one time Item • '

Inclusion of additional funding ($251.8 in the Senate Budget) in the 

final a ppropriations b i l l .

The original fiscal note submitted f or S p o n s o r  S u b stitute for Senate Bill 174 

requested $ 3 4 9 . 0  (6 positions). Of this amount, $ 2 5 1 08 (4 positions) has been 

included in the Senate Budget for the De p a r t m e n t .  This fiscal note is the 

difference between the original amount requested and the amount included in the 

Senate Budget 97.3 (2 positions). . < . - . . v. .

. : \  •' \ . X  * • . p . , - . X . ' ' ' 'V; .-.Vc 4.v&*;,r>

L E G : A : 48 X'X'* ~ ~

'••••■■ ; - •  ̂ •
i.j*:; .ii'* . • . i ■-  ̂ .V V ,■ ■

* •" * "T'« 'I* **•:*• -v'*v

.... w  • ...... ---



i
POSITION TITLE

Kaqe and Hour Technician I

9 2*
TYPE OF POSITION

PFT - •
STAFF MONTHS 

12 ^

RP NUMBER 

SS fo r  SB 174
PCN NUMBER

ii 3. CONTINUATION LEVEL | | ADDITION |

D
TYPE OF EXPENDITURE AM6UUT

1 2 \
PERSONAL SERVICES*

23,6885. Salary

6. Benefits 3.759

31.779

7. Supplemental Benefits 1.452
8. Fixed Benefits ; J j! 2.880
9. . TOTAL PERSONAL SERVICES 01

10. Travel 02 A -0-

S i 1*
Contractual 03 A 11.520

1 12. Commodities 0<* A 500
13. Equipment 1 05 1.500
n . Other

15. TOTAL COST 45.299
•v«v. *••••••• v#j»i**»*»*»v«VvX'X*XvX*Xv
!v!*XvX'>X*'W •X*X'X*X*X*X*X*X*X*X*XsyXv.v.v.v»v«v»v.*.*.v.v.v. v.**X

RECEIPT CODE FUNDING SOURCE

16. ■ Federal Receipts 1002 A
17. G.F. Match 1003

18. 100 General Funds 1001* 45.299
19. • l-A Receipts 1005

20. Program Receipts 1028

21. Othor

.

1#  for b&m USE only . ... ij:;:;:;

(,A KEY NUMBER — - ■—  — ------  " ------ -------- “ -------------- " ----------------- |:$g;

RANGE/STEP

12A
BRU PRIORITY

BARG. UNIT 

GGI)
LOCATION

FORM 12 PACE/LINE

I
ELECTION DISTRICT 

-22_____________
JUSTIFICATION

This po s it io n  w i l l  be required to a ud it  cert1 f 1eo' p a y r o l ls ;  
to ascerta in  i f  contractors on p u b l ic  pro jects are employ­
ing loca l res iden ts ; 1 f good f a i t h  e f fo r t s  have been made ‘ 
to h ire  loca l re s id en ts ; and fu r the r  I f  labo r 'f rom  ad-
jancent areas 1s being u t i l i z e d  when loca l s k i l l e d  labo r  •,
1s not a v a i la b le .  • • : ,

■ '• b.U ■ '• ; 1 ! • ,

Contractual se rv ice  Inc ludes $3,120 f o r  In d ire c t  support ; V: .1
se rv ices , and $3,400 fo r  re n t . A l l  other costs are normal 
operat ing expenses. i

f i f e
T T

1 3  REQUEST FOR 
NEW POSITION S1

•'!.j 01-1156 I7/82) • 15

agency Labor

*«
The $1,500 1n the equipment l i n e  Item 1s to purchase 
basic o f f ic e  equipment. •

• . ; * .* i.
).«•

i

t‘4

program Worker Protection ________

bru Labor Standards and Saf e tv 

component Wage and Hour________________________

Paoe 1 of 2

Revised Date

LEG:A:36



TOTAL COST
■52J132.

RECEIPT CODE

Fedoral Rocolpts 1002

l-A Rocalpts

FOR DAM USE ONLY 

• «)A KEY NUMBER

fWs.APp;
M C M M M n

POSITION TITLE

Mage and Hour In ve s t ig a to r  I
RANCE/STEP 

16A

BARG. UNIT

JafiLL
FORM 12 PACE/LINE

TYPE OF POSITION STAFF MONTHS RP NUMBER

■SSJEnr.SB
CONTINUATION LEVEL | | ADD ITION j X

TYPE OF EXPENd I I u r E

PCN NUMBER BRU PRIORITY LOCATION

iw rMim n w

ELECTION DISTRICT

-99

PERSONAL SERVICES'

Salary

BonofIts

Supplemental Benefits

Fixed BenofTts

30.888
M O ?

TOTAL PERSONAL SERVICES

Travel

Contractual

Commodities

Equipment

Other

_4ILM4_

JUSTIFICATION

This po s it io n  would provide p ro fess iona l review of the 
aud it  t r a i l  fo r res ident h i r e ;  make In ve s t ig a t io n s  o f 
suspected non-compliance and enforce the required quotas 
o f res ident to non-res ident. This p o s it io n  would a lso 
provide quick reaction response c a p ab i l i t y  to remote 
areas to apprehend v io la to rs  wh ile  the pro ject 1s s t i l l  1n 
process and funds are a v a i la b le  fo r  re tent ion  by the con­
ta c t in g  agency that would have been pa id  to d isp laced- ; j ;  
re s id en ts .

J L M 8 _

FUNDING SOURCE

C.F. Match

Cenoral Funds

Program Receipts 1020 

Other

 ............................................     ,  ':i!

Contractual serv ices Inc lude $4,068 fo r  In d ire c t  s u p p o r t/ ’-' 
services and $3,40u fo r  rent and $2,000 fo r  bas ic  opera­
t in g  cost. . - . . - • ■

The po s it io n  w i l l  requ ire  $1,500 to purchase basic o f f ic e  
equipment. . . ' • I:

■52,0.32-

13 REQUEST FOR 
NEW POSITION

1136 (7/821* IS

AGENCY _UMJC_

program _Eubllc_£cotect1on,
b ru-Labor .Standards and Safety 

component Wage and Hour_______________________ Revised D;/te



I .  REQUEST I I .  FISCAL DETAIL
B i l l/R eso lu t io n  No .: SSSB 174________________  Agency A ffected : Department o f  Labor
T i t l e : Employ. Preference, State Residents Program Category A ffec ted : ________________

. • / S p o n s o r :  Josephson, K e r t tu la , et a l .  BRU, Program o f  Subprogram(s) Affected
Requestor:________________________________________________________________________________________________________________________________

EXPENDITURES/REVENUES: (Thousands o f  D o l la rs ) __________________________________________________________________________

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING

CAPITAL

REVENUE

Thousands o f  DoFUNDING
GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source)

POSITIONS
FULL-T J ME 
PART-TIME 
TEMPORARY

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL

ANALYSIS: Attach a separate page fo r  any Analys is

Prepared By: Guy Stringham
D iv is io n : Labor Re lat ions /

Phone
Date:

Approved by Commissioner: L isa Rudd I . , , Date:
Department: ADMINISTRATION 7/7 J 1  * 1 • • “

D is t r ib u t io n :
O r ig in a l to L e g is la t iv e  Finance
Copy to O ffice o f Management and Budget ( fo r  Leg is la tu re  introduced b i l l s )  
Copy to Department ( fo r  Governor introduced b i l l s )
Copy to Sponsor
Copy to Requestor ( i f  d i f f e r e n t  from Sponsor) 3/8/P-3

7/0502-10-3/BDGSF1



B i l l  N o . ’Sponsor Subst itute  fo r  Senate B i l l  174 D a t e  May 4 , 1983

T i t l e  J  "An Act r e la t in g  to employment preferences C o n t a c t .  j ucjy Knight
fo r  state re s id e n ts ; and p rov id in g  fo r  an 465-2700

t£.
e ffe c t iv e  date ."

' : _ _  Bob Bacolas
$ $  ■ '     . 465-4780

During the years when the Trans-Alaska P ipe line  was being b u i l t ,  the department 
maintained an e f fe c t iv e  res ident h i re  program, both w ith in  the construction o f 
the p ip e l in e  and pub l ic  construction contracts. A res iden t h ire  u n it  fo r  
enforcement o f T i t le  36 was located w ith in  the Wage and Hour A dm in is tra t io n , which 
was sta ffed  w ith  12 employees, e ig h t  professiona l and fou r c le r ic a l  support.
The ir  a c t iv i t ie s  were supportive o f the a c t iv i t ie s  o f the three s t a f f  members 
assigned to pub l ic  construction enforcement. Many newcomers f in d in g  i t  d i f f i c u l t  
to obta in  o i l f i e l d  work turned to t r a d it io n a l  construction a c t iv i t ie s  fo r  
employment. The res ident requirements fo r  "pipe line" employment were substan­
t i a l l y  more s tr in gen t than those fo r  pub l ic  construction . The re s u lt  was that 
employers h i r in g  fo r  p ub l ic  construction and the T i t le  36 enforcement u n it  could 
r e ly  on the a c t iv i t ie s  o f  the "p ipe line"  enforcement u n it  fo r  much o f the leg- 
worl; requ ired to v e r i fy  res idency. I t  was a simple matter to check fo r  the 
"resident card" requ ired under T i t l e  38,

In  1978 the Supreme Court in  the matter o f H ic k ! in  v. Orbeck, overturned the 
residency aspect o f T i t l e  38. Subsequently, in  the budget process a l l  twelve 
"p ipe line" pos it ions were deleted and the en t ire  s t a f f  was l a id  o f f .  Consequently, 
s ince 1973 the department has not had any pos it ions funded fo r  enforcement o f 
res ident h im .

The Department recent ly  completed a survey to determine the wages paid to non­
res idents that should have been paid to residents on p ub l ic  construction . Based 
on th is  survey we projected the f ig u re s  fo r  the en t ire  f i s c a l  year ending June 30, 
1983. To a r r iv e  at the d o l la r  va lue o f  wages lo s t  by d isp laced res idents we 
used a 40 hour work week and a base leve l wage, plus b e n e f it s ,  fo r  the lowest 
pa id job  c lass subject to our wage surveys. Therefore, the actual d o l l a r  value 
o f  wages lo s t  to res idents in  FY 83 would be more than the f ig u re  estimated 
from c e r t i f ie d  p a y ro l ls .  ,

i •

Number o f d isp laced res id en ts : 3767
Estimated value o f lo s t  wages: $3 ,394 ,160 .00

The Department supports th is  le g is la t io n  which addresses res ident preference in  
l i g h t  of recent court dec is ions . This b i l l ,  coupled w ith  the necessary s t a f f  
resources to enforce res ident preference , w i l l  do much to increase employment 
oppo rtun it ies  fo r  Alaskan res iden ts .

'Approved:

POSITION PAPSP/Department of Labor



T STATE OF ALASKA 
FISCAL NOTE Revision Date Qrioinal, 19S3 j

I .  REQUEST
3 i 1 Y/Reso lut ion No. :  sS fo r  S3 174 
T i t l e : "An Act r e la t in g  to empl oyment.
Sponsor: Senator Josephson____________________

I I .  FISCAL DETAIL
Agency A ffec ted tabo r

Requestor: Senate Labor & Commerce

Program Category Affectecto rke r Protection 
BRU, Program o f  S ubp ro g ram ^ ) A ffec iec^ 

Wage & Hour

EXPENDITURES/REVENUES: (Thousands o f  D o l la r s )
FY 83 FY 84 FY 85 i FY 86 FY 87 FY 88 |

OPERATING 1 I 1
100 PERSONAL SERVICES 1 217.0 230 .C 243.8 258.4 273.9 1
200 TRAVEL | 48.0 50.9 i 54.0 57.2 60.6
300 CONTRACTUAL ! 72.0 76.3 80.9 85.8 90.9 !
400 COMMODITIES | 3.U 3.2 | 3 .4 3.6 3 .8 j

500 EQUIPMENT y.u 1 1
600 LAND & STRUCTURES 1
700 GRANTS, CLAIMS, ETC 1

TOTAL OPERATING .349.0 360.4 405.0 429. 2

CAPITAL

REVENUE_______________ __________________

FUNDING: (Thousands o f  D o l la r s )
GENERAL FUND 349.0 1 360.4 1 382.1 1 405.0 429.2 J
FEDERAL FUNDS J 1 1
OTHER (Spec ify  Source) 1 1

1 1 ! .

POSITIONS:
FULL-TIME 6 6 1 6 6 6
PART-TIME
TEMPORARY 1

I *

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N/A

IV . ANALYSIS: Attactva separate  page fo r  any Ana lys is

I o n  w i l s o nPrepared By: Ton ThTson"________________________________/O _______________________________Phone465-4870-
D iv i s io n :  Labor Standards & Safetv / . s Date: -6"/-' -

Approved by Commissioner: Jim Rom son' " L — Date:
Department: Labor

D is t r i b u t io n :
O r ig in a l  to L e g is la t iv e  Finance
Copy to O ff ice  o f Management and Budget ( f o r  L e g is la tu re  in troduced b i l l s )
Copy to Department ( f o r  Governor in troduced b i l l s )
Copy to Sponsor
Co£^to __R ec 'je s to r  ( I f  d i f f e r e n t  from Sponsor.)_____________________________________________________  A



Detail Analysis Senate Bill 174

Under th is  b i l l ,  the Department o f Labor w i l l  be requ ired to c lose ly  
sc ru t in iz e  c e r t i f i e d  p ay ro l ls  to assure that res idents o f an area, which 
has been designated as an area impacted by economic d is a s te r ,  are g iven 
f i r s t  preference fo r  employment,.where they are a v a i la b le  and q u a l i f i e d ,  
so that the economic e ffects o f a l l e v ia t in g  the d is as te r  w i l l  be maximized. \ 
I f  res ident labo r  is  not a v a i la b le ,  the contractor w i l l  inform the depart­
ment o f the number o f a d d it io n a l workers needed, the pos it ions  to be f i l l e d ,  
and the e f fo r t s  made at recru itment in  the area. The department w i l l  i n ­
vest iga te  and , i f  i t  is  determined that a good-fa ith e f fo r t  has been made 
by the con trac to r , w i l l  authorize  the recruitment of q u a l i f ie d  and a v a i la b le  
workers from areas a d jo in in g  the area impacted by such economic d is a s te r ;  
then fo llowed by res idents o f the re g ion ; and then by res idents of the State 
at la r g e .  Th is expansion o f a u d it in g  and in ve s t ig a t iv e  serv ice w i l l  be 
s ig n i f ic a n t  and labo r in tens ive .

S ta f f in g  would provide a techn ic ian  in  each reg iona l o f f ic e  fo r  fu l l- t im e  
res ident a u a it s .  The s t a f f in g  would a lso provide a fu l l- t im e  in ve s t ig a to r  
in  each o f f ic e  to review aud it  r e s u lt s ,  make in ves t iga t ions  o f v io la t io n s  
uncovered by the a u d its ,  and in ves t ig a te  complaints from sources outs ide 
the agency. The inves t iga to rs  would have a trave l budget which provides a 
qu ick reaction  c a p a b i l i t y  to remote job  s ites where a m a jo r ity  of the 
v io la t io n s  occur.

Assumptions: ; •

E ffec t ive  date o f July 1, 1983
In f la t io n  rate o f 6 percent per annum
Equipment costs o f $9,000 is  a one-time item
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JO.

11.
1 2 .

13.

1 < i .

15

PERSONAL SERVICES’

Salary
I3enef i ts

Supplemental Benefits

Fixed Benefits

23,688
“ 37759

TTCIJCr
TOT*i. PERSONAL SERVICES 01

Trave/ 02

Contractua1 03

Com/nodi ties O't

Equipment 05

Other

TOTAL COST

FOR B4IT USE ONLY 

<tA KEY N U M B E R--

31,779
- 0 -

11,520
500

1,500

I T  m

T O  16. 

Off 17.

RECEIPT CODE FUNDING SOURCE

Federal Receipts 1002 ^

C.F. Match 1003

h§| io. 100 Cencral Funds 100<i 45,299
1-A Receipts 1005

M  20. Program Receints 1020

rS| 21. Other

This pos it ion  w i l l  be required to aud it  c e r t i f ie d  p a y ro l ls  
to ascerta in  i f  contractors on p ub l ic  pro jects are employ­
ing local res iden ts ; i f  good fa i t h  e f fo r t s  have been made 
to h ire  local re s iden ts ; and fu rthe r i f  labo r from ad­
jacent areas is  being u t i l i z e d  when loca l s k i l l e d  labor 
is  not a v a i la b le .

Contractual service inc ludes $3,120 fo r  in d ire c t  support 
se rv ices , and $3,400 for rent . A ll other costs are normal 
operat ing expences.

The $1,500 in  the equipment l in e  item is  to purchase 
basic o f f ic e  equipment.
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1.
POSITION TITLE [ raiice/step ‘BARG. UNIT FORM 12 PAGE/LINE xARPRpv; •xPi.SARp.J
Wage and Hour Technician I ---

12A GGU * • 1
$ $ $ • &

2.
TYPE OF POSITION STAFF MONTHS RP NUMBER PCN NUMBER BRU PRIORITY LOCATION ELECTION DISTRICT

. H-T . 12 SSforSB 174 A Fairbanks^ 99 S
3. CONTINUATION LEVEL | | ADDITION | XXf;:x:.: JUSTIFICATION

L i i TYPE OF EXPENDITURE TlfflHJUT - This pos it ion  w i11 be required to aud it c e rt i f ied  p a y ro l1s |
1 2 i to ascerta in  i f  contractors on pub l ic  pro jects are employ- 8

PERSONAL SERVICES' ing local residents ; i f  good fa it h  e f fo r ts  have been made 8
S. Sa1ary 23,608 to h ire local re s iden ts ; and fu rther i f 1 abor from ad-
6. Benef i ts 3,759 jacent areas is being u t i l i z e d  when loca l s k i l l e d  1abor ;;
7. Supplemental Benefits 1,452 is  not a v a i la b le .
8. Fixed Benefits 2,880 *

9: 10TAL PERSONAL SERVICES oi 31,779 Contractual service includes $3,120 fo r in d ire c t  support
10. Travel -0- serv ices , and $3,400 for ren t . A ll other costs are normal
11. Contractua1 03 I 1,520 operating expences.
12. Commodities 0/, 1 500 3
13. Equi pment 05 1,500 The $1,500 in  the equipment l in e  item i 3 to purchase
I't. Other basic u f f ic e  equipment. 1

I 15 TOTAL COST 1  z \ w r |

RECEIPT CODE FUNDING SOURCE

Federal Receipts 1002

C.F. Match 1003

100 Ceneral Funds 100(i 45.299
1-A Receipts 1005

Program Receipts 1028 --✓
O the r
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12A
FORM 12 PACE/LIME a p p r o v

QRU PRIORITY LOCATION

Juneau
ELECTION DISTRICT

CONTINUATION LEVEL

Benefits

Supplemental Benefits

Fixed Benefits

Co'iuuodi ties

Equ> pine lit

TOTAL COST

RECEIPT CODE FUND INC SOURCE

Federal Receipts 1002

C.F. Hatch

Ceneral Funds

Program Receipts 1020
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POSITION TITLE 

Wane and Hour Technician 1
TYPE OF POSITION

PFT
STAFF MONTHS 

12

TYPE OF EXPEND ITURE
J _ L

RP NUMBFR

SSforSB 174

I M

PCN NUMBER

PERSONAL SERVICES’

TOTAL PERSONAL SFRVICES

23, 6B0 
7 5 F  

T74'52~

Travel
31,779

45 ,2 99

JUSTIFICATION

This pos it ion  w i l l  be required to aud it c e r t i f ie d  pay ro l ls  
to ascerta in  i f  contractors on pub l ic  projects are employ­
ing loca l res idents ; i f  good fa ith  e f fo r ts  have been made 
to h ire  local re s iden ts ; and fu rther i f  labor- from ad­
jacent areas is  being u t i l i z e d  when loca l s k i l le d  labor 
is  not a v a i la b le .

Contractual service inc ludes $3,120 fo r in d ire c t  support 
se rv ices , and $3,400 fo r ren t . A ll other costs are normal 
operat ing expences.

The $1 ,500 \;i the equipment l in e  item is  to purchase 
basic o f f ic e  equipment.
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Wage and Hour Invcs t ig a to r  I
STAFF MONTHS HP NUMBER

^f o r A I U i . 4 .

PCN NOMUER

CONTINUATION LEVEL

TYPE OF EXPEND IIUHE

PERSONAL SERVICES

Suppierncnto1 Benefits

TOTAL PERSONAL SERVICES

Commodi t i es

TOTAL COST

FUNDING SOURCERECEIPT CODE

P rogram  R e c e ip ts  1020
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ORU PRIORITY

BARC. UNIT

JIGIL
LOCATION

FORM 12 

.  a
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ELECTION DISTRICT 

 12__________
JUSTIFICATION

This p o s it io n  would prov ide p ro fess iona l review o f the 
aud it  t r a i l  fo r res iden t  h i r e ;  make in ve s t ig a t io n s  o f 
suspected non-corupl iance and enforce the requ ired  quotas 
o f  res iden t to non-res ident . This p o s it io n  would a lso  
prov ide qu ick reac t ion  response c a p a b i l i t y  to remote 
areas to apprehend v io la to rs  w h i le  the p ro jec t  is  s t i l l  in 
process and funds are a v a i la b le  fo r  re ten t ion  by the con­
trac t in g  agency that would have been pa id to d isp laced 
res iden ts .

Contractual serv ices inc ludes $4,068 fo r  in d ir e c t  support 
serv ices and $3,400 fo r  rent and $5,000 fo r basic opera­
t ing  cost.

The p o s it io n  w i l l  re qu ire  $1,500 to purchase basic o f f ic e  
equipment.
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This p o s i t io n  would p rov ide  p ro fe s s io n a l  rev iew  o f  the 
a u d it  t r a i l  f o r  re s id e n t  h i r e ;  make in v e s t ig a t io n s  o f 
suspected non-compliance and en fo rce  the re q u ire d  quotas 
o f  re s id e n t  to non- re s id en t . Th is p o s i t i o n  would a lso  
p rov ide  qu ic k  re a c t io n  response c a p a b i l i t y  to cl,note 
areas lo  apprehend v io la t o r s  w h i le  the p r o je c t  is  s t i l l  in 
process and funds are  a v a i l a b le  fo r  r e t e n t io n  by the con­
t r a c t in g  agency tha t  would have been p a id  to d 'sp laced  
re s id e n ts .

Contractua l s e rv ic e s  inc ludes  $4 ,068 Tor in d i r e c t  support 
se rv ices  and $3 ,400  fo r  ren t and $5 ,000  fo r  bas ic  opera­
t in g  cos t .

The p o s it io n  w i l l  r e q u ire  $1 ,500 to purchase basic o f f ic e  
equipment.
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TO: Senator Josephson
FROM: H.M. Lancaster II 
DATE: March 22, 1983

The current preferential hire law facially discriminates against 

non-residents in public works employment. Residency, as applied in AS 36 

010.100, is based upon one’s domicile which is defined in AS 36.95.010(5) 

Simple residency requirements are analyzed under the Privileges and Immun 

ities Clause of the U.S. Constitution, Article IV, sec. 2.

Not all discrinination under the clause is invalid. Toomer v. 

Witsell, 334 U.S. 385, 396 (1948). However, the discrimination must be 

motivated by an independent and valid state purpose, and the clause 

"does not bar discrimination beyond the mere fact that, they are citizens 

of other states." J[d. To demonstrate a substantial relationship between 

a valid state purpose and the discrimination at issue, the state must 

show that the "noncitizens constitute a particular source of evil at 

which the statute is aimed." Toomer, at 398; Hicklin v. Orbeck, 437 

U.S. 518, 526 (1978). The Privileges and Immunities Clause ensures 

that this retained sovereignty will not render an individual an alien 

within his own nation. Paul v. Virginia, 8 Wall 168, 180 (1869).

States, do however, routinely act in capacities other than as 

a sovereign. In Hughes v. Alexandria Scrap Corp., 426 U.S. 794 (1976) 

and in Reeves Inc. v. Stake, 447 U.S. 429 (1980), the Court held that 

state and local governments, in the face of a Commerce Clause challenge,
I

may participate in the market place and exercise the right to favor its 

own citizens over others.

.he propriety of the principal of AS 36.010.100 has recently 

been tested in Labors Local Union No. 374 v. Felton Construction, 654 

P2d. 67(Washington 1982). The Court decided the threshold inquiry of 

whether the interest of preferential hire subject to state legislation • 

is a privilege or immunity within the meaning of the U.S. Constitution,
t

Article IV, sec. 2.' In the spring of 1980, the City of Aberdeen awarded 

a sanitary sewer project to the lowest bidder, the Felton Construction 

Company, a Montana corporation. The project was funded by 25 percent

RE: Senate bill 174— Alaska Hire Preference Law



■ragg-z-------------------------

SB 174
- ■ •

state and local funds and 75 percent federal funds. Appellant' sued 

.Felton and the city alleging that Appellees ahd not employed the statu­

torily required percentage of Washington residents on the city sewer 

project.

The Washington court in its analysis stated the following 

rationale for discharging the state’s preferential hire law:

(1) no valid independent reason shown for discriminating 

against .nonresidents

(2) nothing was shown to indicate chat noncitizens' consti­

tuted a peculiar source of evil at which the statute was 
aimed.

(3) no reasonable relationship between the danger repre­

sented by non citizens, as a class, and the discrimination 
praticed upon them.

The Court cited Baldwin v. Fish & Game Comm'n, 436 U.S. 371, 383 (1978) 

for the proposition that the extent to which the privileges and immuni­

ties clause protects a citizen's right to be placed on the same footing 

with citizens of other states so far as the advantages resulting from 

citizenship in the States are concerned, those rights are fundamental.

The right to pursue a livelihood in a State other than one's own is a 

right that is protected by the Clause and points to those interests 

basic to the maintenance or wellbeing of the Union.

The Court analyzed the motive of the State and declared ..that" 

While the State's proprietary role would not exempt it from privileges 

and immunities scrutiny, it might justify an otherwise illegitimate 

legislative purpose of seeking to forster state economic welfare."

Felton, at p. 70. The State failed to demonstrate a valid state interest. 

Secondly,"absent an indentified peculiar evil" stated the Court, " it 

is difficult to determine if the statute is closely related to eliminating 

the evil non-residents present."

The Court did not. dispute the proprietary interest of the State. 

The project was a public works effort involving state tax dollars.

However, the Court found that the statute was not limijted to the owner­

ship rights of the State. It specifically placed linitations on private 

contractors and their subcontractors. And in doing so the Court found



inappropriate the the hardship created by the statute because it affected 

'private employers who had no direct dealings with the state.'’Felton, at 

p. 71.

It is at this juncture where the current Alaska employment pre­

ference law is infirm. It applies to "... any other retention of services 

necessary to complete any given project,". That language carries with 

it the prohibition elicited in Hicklin,"that an attempt to force virtually 

business that benefits in some way from the economic ripple effect... 

biases their employment practices in favor of the State's residents." 

at p. 532. The current statute is probably too broad in its application.

The viability of SB 174 rests upon the White Case. The court 

did not reach the Privileges and Immunities question. (NOTE: see the 

March 9, 1983 memo from Billy Berrier). However, the Court does quote 

the prohibition of Hicklin as to the broadness of applicability, and 

hints that a more narrowly drawn mear s of hiring local workers with a 

statement of local economic need may pass the test. The state as a 

market participant may be affroded the privileges of other private 

enterprises in the execution of its policy with its own resources.

/





TO: S e n a t o r  E l i a s o r . , C h a i r m a n

S e n a t e  L a b o r  & C o m m e r c e

F R O M :  S e n a t o r  J o s e p h s o n

D A T E :  A p r i l  5, 1 9 8 3

RE: S E N A T E  B I L L  1 3 2  " A n  a c t  r e l a t i n g  t o  e l e v a t o r  s a f e t y

s t a n d a r d s ."

Mr. C h a i r m a n  a n d  m e m b e r s  o f  t h e  c o m m i t t e e ,  S e n a t e  B i l l  182 is 

b e f o r e  y o u  t o d a y  a s  a n o t h e r  of t h o s e  c o n c e r n s  to w h i c h  w e  l e g i s­

l a t o r s  m u s t  p a y  c l o s e  a t t e n t i o n .  I t  is a h o u s e  c l e a n i n g  m e a s u r e .

E v e r y  t h r e e  y e a r s ,  t h e  A m e r i c a n  S o c i e t y  o f  M e c h a n i c a l  E n g i n e e r s  

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

o f  e l e v a t o r s ,  e s c a l a t o r s ,  d u m b  w a i t e r s ,  a n d  m o v i n g  s i d e w a l k s ,  
r e c o g n i z i n g  t h e  m o s t  r e c e n t  t e c h n o l o g y  in t h e  f i e l d .  T h e  1 9 8 1  
c o d e  d e s c r i b e d  in t h i s  b i l l  is t h e  m o s t  r e c e n t  e f f o r t  in t h i s  

s t a t e  t o  m e e t  t h o s e  s t a n d a r d s .

A d o p t i o n  o f  t h e  1 9 8 1  E l e v a t o r  S a f e t y  C o d e  w o u l d  b r i n g  A l a s k a ' s  

m i n i m u m  s t a n d a r d s  i n t o  c o n f o r m i t y  w i t h  t h e  B a s i c  B u i l d i n g  C o d e ,  
t h e  N a t i o n a l  B u i l d i n g  c o d e ,  t h e  S t a n d a r d  B u i l d i n g  C o d e ,  a n d  t h e  

U n i f o r m  p r o t e c t i v e  d e v i c e s ,  a l t e r a t i o n ,  repa-irs, a n d / o r  r e p l a c e ­
m e n t s .  O t h e r  i m p o r t a n t  f e a t u r e s  w h i c h  a r e  i n c o r p o r a t e d  i n  t h e  
c o d e  a r e  t h o s e  r e g a r d i n g  v e n t i n g ,  a s  w e l l  as t h e  o p e r a t i o n  o f  

e l e v a t o r s  u n d e r  f i r e  o r  o t h e r  e m e r g e n c y  c o n d i t i o n s .  It a d o p t s  

t h e  c u r r e n t  N a t i o n a l  S a f e t y  P r a c t i c e ' s  i n s p e c t o r ' s  m a n u a l  a s  t h e  

g u i d e  f o r  D e p a r t m e n t  o f  L a b o r  e l e v a t o r  i n s p e c t o r s .

T h e  b i l l  f u r t h e r  p e r m i t s  m u n i c i p a l i t i e s  t o  a d o p t  t h e i r  o w n  

s t a n d a r d s  f o r  s a f e t y  a s  l o n g  a s  t h e  m i n i m u m  s t a n d a r d s  d o  n o t  

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

p e r f o r m s  i n s p e c t i o n s  w i t h i n  i t s  j u r i s d i c t i o n .

T h e  b i l l  h a s  n o  f i s c a l  i m p a c t .



Senate B i l l  182 Date March 31 * 1933'
"An Act r e la t in g  to e levator safety 
standards."

Bob Bacolas 
465-4870

Every three years , the American Society of Mechanical Engineers revises 
the safety code for in s t a l la t io n  and operation of e levators , esca lators , 
dumbwaiters and moving sidewalks to incorporate techno log ica l advances. 
The 1981 code described in  th is  b i l l  is the most recent e f fo r t  in  th is  
regard . The 1978 code presently  in effect ^or the State of Alaska i s ,  
the re fo re , outdated and w i l l  not be reprinted by or otherwise be 
a va i la b le  from the American Society of Mechanical Engineers.

Adoption of the 1981 E levator Safety Code would bring Alaska's minimum 
standards into conformity with the Basic Bu ild ing  Code, the National 
Bu i ld ing  Code, the Standard Bu ild ing  Code, and the Uniform Bu ild ing  
Code which are commonly accepted and used by industry  as minimum stan­
dards. These codes are also commonly adopted by p o l i t ic a l  subd iv is ions 
as the minimum standards enforced under th e ir  b u i ld in g  inspection 
programs.

This b i l l  a lso provides that m un ic ip a l it ie s  may adopt and enforce th e ir  
own e levator safety standards as long as the standards are at least as 
e ffec t ive  as the state standards. This would permit m un ic ip a l it ie s  to 
extend th e ir  se lf-govern ing powers to th^'s aspect of p u b l ic  safety i f  
they wished. The M un ic ipa l ity  of Anchorage presently has ari e levator 
inspection program and conducts inspections in i t s  ju r i s d ic t io n .

The 1981 e levator safety code addresses the emergency power source provi 
sions set out in AS 18.60 .810. Repeal of th is  section as proposed in  
Section 5 of the bi 11 i s ,  the re fo re , appropriate.'*

The Department of Labor supports passage of th is  b i l l .  I t  would not 
have any f isca l impact.

APPROVED:

POSITION PAPEP/Department of Labor



STATE OF ALASKA 
FISCAL NOTE Rev is ion  DatS r ig ina l , 1963

REQUEST

B i l l/ R e s o lu t io n  No.Senate B i l l  1R2 
T i t l e :  " . . . e  levator safety s tanda rd s . . ."
Sponsor: Senator Josephson_________________________
Requestor: Labor and Commerce__________________

I I .  FISCAL DETAIL
Agency A ffected labo r
Program Category AffectedUorker Protect 
BRU, Program o f  S ubp rog ram ^) A ffected 

Labor Standards and Safety _______________

ion

EXPENDITURES/REVENUES: (Thousands o f D o l la r s )

CAPITAL

REVENUE

UNDING:____ (Thousands o f D o l la r s )

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not ap p l ic ab le .

OPERATING
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND a STRUCTURES
700 GRANTS, CLAIMS, ETC

1

1
"1

Total operating - 0 . 0........ 0 _  0. , , 0 0 _______ I

: general fund 
federal funds

OTHER (Spec ify  Source)

0 0 0 0 0 0

. . I

POSITIONS:

V

FULL-TIME
PART-TTMC
TEMPORnRY

IV. ANALYSIS: Attach a separate page fo r

Prepared By: Robert ,). Bacolas. Sr.
D iv is io n :  Labor Standards and Safety

Aporoved by Commi 
Department: Labor

Ana lys is

Aporoved by Commi s s io n e r : Jini RobfsoTw/' (

Phone 465-4870
Date: March 23. 1933 

Date: March 23, 1983

LEG:A:29 
D is t r ib u t io n :

O r ig in a l  to L e g is la t iv e  Finance
Copy to O ff ice  o f Management and Budget ( f o r  L e g is la tu re  introduced b i 1Ts)
Copy to Department ( f o r  Governor introduced b i l l s )
Copy to Sponsor
Copy to Requestor ( i f  d i f f e r e n t  from Spo.nsor) 3/8/33



1. Number o f  operat iona l e levators in  the s ta te :

C ity  o f  Anchorage 
Rest o f  State

425
461

Total 886

2. Number o f  pending e levator in s t a l la t io n s  (a n t ic ip a te d  they w i l l  
be in s ta l le d  by Ju ly 1 ) :

3. Number o f  e levator inspections :

Ju ly 1, 1982 - A p r i1 1, 1983 - State - 177
October 1, 1982 - A p r i l  1, 1983 - C ity o f Anchorage - 196

4 . Number o f  e levators overdue fo r  re in spec t ion :

State - 131 ( longest was due fo r  inspection in Ju ly 1982) 
C ity  o f  Anchorage - 25

to
The State has no backlog in new in s t a l la t io n  inspect ions .

5. Number o f  new e levator in s ta l la t io n s / in s p e c t io n s :

State - Ju ly  1 , 1982 - A p r i l  1 , 1983 - 23
C ity  o f Anchorage - October 1, 1982 - A p r i l  1 , 1983 - 56

6. The problem w ith the e levator in the Hunt B u i ld in g  in  Anchorage 
was caused by a blown fuse . The telephone system in the e levator 
was working but the answering serv ice was not ab le  to get ahold 
o f  the serv ice people fo r 3 hours. The f i r e  department stood by 
u n t i l  the serv ice people a r r iv e d .

C ity o f  Anchorage 
Rest o f  State

30
10

Total 40



C olla te ra l re fe re n c es . — 26 Am. Ju r . 
2d, Elevators ar*-l Escalators, §§ 1-13.

39A C.J.S., i le a h h  and Environm ent, 
$§ 28-32.

W hat is "passenger elevator" within 
safety sta tu te  or regulation. 77 ALR2d 
477.

Liability of owner or operator for injury 
caused by door of autom atic passenger 
elevator. 63 ALR3d 893.

Liability of insta lle r or m aintenance 
compafiy for injury caused by failure of 
automatic elevator to level a t floor. 63 
ALR3d 996.

Liability for injury caused by fall of per­
son into shaft, or by abrupt drop, sudden 
movement, or stopping between floors, of 
autom atic passenger elevator. 64 ALR3d 
650.

Liability of insta ller or m aintenance 
company for injury caused by door of 
automatic passenger elevator. 64 ALR3d 
1005. . ■

Liability of owner or operator for injury 
caused by failure of autom atic elevator to 
level a t  floor. 64 ALRod 1020.

bee . 18.60.800. E le v a to r  s a fe ty  s ta n d a rd s ,  (a) The 1978 edition of 
the A m erican N ational S tandards In s titu te  Safety Code for E levators, 
D um bw aiters, Escalators and Moving W alks published by the 
A m erican Society of M echanical E ngineers is adopted as the m inim um  
elevator safety code in  the  state.

(b) The D epartm ent of Labor shall
(1) adopt or change regulations to carry out the provisions of AS 

18.60.800 — 18.60.820;
(2) inspect and certify elevators to m eet the safety requirem ents;
(3) establish, by regulation, fees for inspections perform ed under AS 

18.6b.800 — IS .60.820; and
(4) m ain ta in  a record of all inspections perform ed and of dll 

inspection fees collected.
(c) Inspections of elevators by the departm ent shall be performed in 

accordance w ith the procedures se t out in the A le rican  N ational S tan ­
dards In s titu te ’s Practice (Inspector’s M anua' — ANSI 17.2), as 
approved May 29, 1973. ■

(d) In AS 18.60.800 — 18.60.820, "elevator” includes elevators, 
dum bw aiters, escalators and moving walks. (§ 1 ch 44 SLA 1976; am 
§ 1 ch 20 SLA 1979)

F o n  
AS 08 
Admii

Effect of am en d m en ts . — The 1979 
amendment, in subsection (a), substituted 
"1978 edition of the American National 
Standards Institu te Safety Code" for 
"Department of Labor shall adopt the 1971 
edition of the American National S tan­

dard Safety Code" and "elevator safety 
code in" for "elevator safety standards o f’ 
and inserted "is adopted"; in subsection 
(b>, deleted "and" from the end of para­
graph (1) and added paragraphs (3) and 
(4); and added subsections (c) and !d).

Sec. 18.60.810. E m e rg e n c y  p o w e r  so u rc e . All elevators which do 
not have an a lte rn a te  power source shall be equipped w ith an  em er­
gency power source which will produce sufficient power to provide 
lights inside the elevator and a ring ing  alarm  which can be heard  in 
the building for five hours. (§ 1 ch 44 SLA 1976)

Sec. 
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§ 18.60.820 H e a l t h  a n d  S a f e t y § 18.60.822

Sec. 18.60.820. E n fo rc e m e n t o f  co m p lia n c e . A D epartm ent of 
Labor inspector shall give w ritten  notice to the owner of an  elevator of 
each violation of safety standards as a resu lt of his inspection. I f  w ithin 
15 days afte r receipt of w ritten  notice of a safety violation the person 
notified does not rectify the condition, the  com missioner of the  D epart­
m ent of Labor shall authorize the  elevator to be closed un til the  safety 
violations are rectified. (§ 1 ch 44 SLA 1976)

A r t i c l e  11. S n o w  S a f e ty .
Section
822. Snow safety and operation plan

C ollateral re fe rences. — 39A C J.S ., 
Health and Environment, §§ 3, 5, 47.

Sec. 18.60.822. S now  sa fe ty  a n d  o p e ra tio n  p la n . A ski a rea  may 
not be operated except under a snow safety and operation plan 
approved

(1) by the commissioner of public safety; or
(2) by the agency of the United S tates th a t m anages land on which 

the ski area operates. (§ 3 ch 80 SLA 1980)
Vi

C ross re ferences. — As to lim itations 
on claims arising from 6kiing, see AS 
09.65.135.

Chapter 62. Certificates of Fitness.
Section Section
10. Certificate of fitness required 50. Issuance and contents of certificate
20. Application for and issuance of certif- 60. Power of the departm ent

icate 70. Persons required to obtain certificate
30. Fee 80. Penalty
40. Duration of certificate

NOTES TO DECISIONS

F o r com pnrison  o f th is c h a p te r  w ith  Sup. Ct. Op. No. 1703 (File No. 3716), 583 
AS 08.40.005 — 08.40.200, "E lec tr ic a l P.2d 813 (1978).
A d m in is tra to rs,"  see Allison v. State,



LEGISLATIVE PROPOSAL ANALYSIS b e c 'ei v h o

F £ B  J 51983
Subject o f Proposed B i l l :

“E leva to r Safety Standards"

Background In fo rm a t io n :

Every three y e a rs , the American Society o f  Mechanical Engineers r e v is e s  and 
adopts the safety code for i n s t a l l a t i o n  and operation of e le v a t o r s ,  e s c a la t o r s ,  
dura w a ite rs ,  and moving s id ew a lk s , recogn iz in g  the most recent te c h no lo g y  i n  
th is  f i e l d .  E x is t in g  e leva to r  in s t a l la t io n s  w i l l  not be re q u ire d  t o  m ee t 'the  
updated s tandards ,

The b i l l  amends AS 18 .60 .800 to adopt the 1981 Safety Code which conforms to 
1) the Basic- B u i ld in g  Code; 2) the National B u i ld in g  Code; 3 ) t h e  Standard 
B u i ld in g  Code; and 4) the Uniform B u i ld in g  Code w ith  respect to  f i r e  r e s i s ­
tance r a t in g s ,  earthquake p ro tec t ive  dev ices , a l t e r a t io n ,  r e p a i r s ,  and/or 
replacements. Therefore , a l l  codes are un iform in  addressing the  s a fe ty  codes 
fo r in s ta l  la t io n  of e le v a to rs , e s c a la to rs ,  e t c .  Other im po rtan t  fe a tu re s  
which are incorporated in  the code are those regard ing  v e n t in g , 'a s  v e i l  as the 
operations of e levators under f i r e  or other emergency c o n d i t io n s .  I t  adopts 
the current National Safety P rac t ice 's  in spec to r 's  manual as the  g u id e  f o r  
Department of Labor e levator in spec to rs .

The b i l l  adds AS 18 .60 .830 , to  prov ide that m u n ic ip a l i t ie s ,m a y  a d o p t- th e ir  own 
standards as long as those standards are at least as s t r in g e n t  as those  r e ­
quired under AS 18 .60 .800 . C u rren t ly , the M un ic ip a l i t y  of Anchorage has adopt­
ed an e levator code and performs inspect ions  w ith in  i t s  j u r i s d i c t i o n .  AS 1 8 .6 0 .
810 is  repealed in  Section 4 of the b i l l .  The current sa fety  code adopted i n i
Section 1 of the b i l l  requ ires  an emergency power source fo r  e le v a to rs . ,  making 
AS 18 .60 .810 unnecessary.

Estimated F isca l Impact: (FY ‘83 - FY ’87)

To the s ta te : -0-

To others : -0-

Constituent Groups:

Opposed: N/A

Summary:

In Favor: C ity of Anchorage



OTIS ELEVATOR COMPANY
Far West Region 
Bayview Commercial Center
619 Warehouse Avenue, Suite 102, Anchorage, Alaska 99501 (907) 278-4575 

A pr i l  12, 1983 - .

Senator Joe Josephson .
Alaska State Leg is la ture 
Pouch V (MS-3100)
Juneau, AK. 99811

Subject: Senate B i l l  No. 182 - Referred by the Department of Labor
and Commerce - March 17, 1983

Dear Senator Josephson,

We have reviewed Senate B i l l  No. 182 and must express our concern 
regard ing the change to the e levator safety standards.

Section 2 - AS18.60.800 (b ) (2 )  permits inspections to be made in  a 
M un ic ip a l ity  at the option of the Municipal Inspection D iv is io n .

OTIS E levator in s t a l ls  the m a jo r ity  of a l l  e levators w ith in  and out­
side the M un ic ip a l ity  of Anchorage and have found that the State of 
Alaska E levator Inspection D iv is ion  is  most competant, f a i r  and tho­
rough although somewhat short handed.

Inspections fo r  new in s t a l la t io n s  have to be scheduled in advance (two 
to s ix  weeks) to assure that an Inspector is  a va i la b le  at the time 
the pro ject is  completed.

The code you are adopting does not permit the operation of the e le ­
vator w ithout the approved inspection te s ts , which we fee l ’s appro­
p r ia te .

However, due to the number of in s t a l la t io n s  we in s t a l l  and m a in ta in , 
the s in g le  inspector the State has is  extremely pressed to make a l l  
the add it io na l annual safety inspections .

Moreover, we express our concern w ith in  the M un ic ip a l ity  of Anchorage 
because of the degree of so pn is t ira t io n  of the e levator equipment 
and the la rge  population of people using th is  type of equipment.

In the la s t  several years the State has given over the inspection 
duties to the M un ic ipa l ity  on the assumption that a l l  inspections 
would be made in  accordance with the ANSI code and w i l l  be at least 
as s tr in gen t i f  not more so than State Inspections .

a \|/^ Subsidia/y of
f O S  U N I T E D  ' m F  T E C H N O L O G I E S .



Senator Joe Josephson 
Subject : Senate B i l l  No. 182 
Page 2

T i n s

The State at that time kept the r ig h t  to make spot checks on Municipal . 
e levators should i t  be determined that ; safety hazards and other cons ide r­
ations be invo lved . .

I t  is  the w r ite rs  opin ion that current inspections being made by the 
M unc ipa lity  are not as indepth as those made by the State.

Certain requirements being forced upon owners outside the M un ic ip a l ity  
are not being requested on-s im ila r in s t a l la t io n s  w ith in  the Anchorage 
area.

Every nine days OTIS Elevators alone move the equ iva lent of the worlds 
popu lat ion and we are exposed to tremendous l i a b i l i t i e s .  Subsequently, 
we encourage professional safety inspections by both our service mechanics, 
i n s t a l la t io n  crews and the appropriate inspection  agency to ensure that 
a l l  aspects o f the in s t a l la t io n  are w ith in  the ANSI gu id e l in e s .

By the same token we would encourage the M un ic ip a l ity  to become more 
s tr ingen t in  t h e ir  inspections as we fear that any new competitors 
that come in to  our State may take shortcuts in  in s t a l la t io n  and main­
tenance services to provide more a tt ra c t iv e  p r ic in g  with th e ir  products 
or serv ices .

Although we re a l iz e  the section ind ica tes  that i t  is  up to the Commis­
sioner to determine that the inspection and c e r t i f ic a t io n  by the 
M un ic ip a l ity  adequately protect the pub l ic  wo fee l that th is  is  a pro­
v is io n  which w i l l  be in e f fe c t iv e ly  regu lated and enforced. We fee l the 
Commissioner is  not in t im ate ly  f a m i l i a r  w ith e levator systems and unless 
the inspectors are in  constant t r a in in g  they themselves w i l l  not be able 
to understand the "workings" of the new computerized equipment.

We re spec t fu l ly  request that you reconsider your Senate B i l l  and not 
ammend Section 2 AS18.60.800 ( b ) ( 2 ) .

Respectfu lly  submitted,

OTIS ELEVATOR COMPANY

J. D. Verlinde 
Manager - Alaska

CC: Senator John Sackett
w 'nator Don Bennett 
Senator Pat Rodey 

-*i i ';=“^2v*i5enator Richard E liason 
Senator Bob Mulcahy



FISCAL DETAIL

Agency A ffected  la b o r ______________________________
Program Category A f7 ectecworker Protect io 
BRU, Program o f  Subprogram^ ) A ffec teu : 

Labor Standards and Safety •

EXPENDITURES/REVENUES: (Thousands o f  D o l l a r s )
FY 83 I FI 84 fY 85 FY 86 rY 87 1 fY 88 1

OPERATING 1 1 1 . 1 1
100 PERSONAL SERVICES 1 1 1 1 1
200 TRAVEL 1 1 I
300 CONTRACTUAL 1 1 :
400 COMMODITIES 1 1
500 EQUIPMENT 1 !
600 LAND & STRUCTURES 1
700 GRANTS, CLAIMS, ETC 1 1

1 1
TOTAL OPERATING 0 1 0 0 1 0 0 ____ 0

CAPITAL

I .  REQUEST I I .
Bi 11/Reso lu t ion  No. .-Senate S i l l  182 
T i t l e : " . . . e l e v a t o r  safety s ta n d a rd s . . ."
Sponsor: Senator Josephson__________________________
Requestor: Labor and Commerce_____________________

REVENUE

FUNDING: (Thousands o f D o l l a r s )
I GENERAL FUND 0 0 0 1 0 0 0
! FEDERAL FUNDS 1 1-
• OTHER (S p ec ify  Source) !

l
1

! 1 1 1

POSITIONS:
FULL-TIME 1 1 1 1
PART-TIME 1 ' 1 1 1
TEMPORARY. 1 1 1 1

• 1 1 L .................

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not a p p l ic a b le .

IV. ANALYSIS: Attach a separate page f o r  any A na lys is

Prepared By: finhprt .1. Bacolas. S,* r y Phone^65-4R7n
D iv i s io n :  Labor Standards a nd Sa fetv Date: March 23, 1933

Approved by Commissioner: Jitn
V___■'

Robi'son // y y i - t  1^ , - Date: Ma rch 23, 1983
Department: Labor V /

LEG: A:2 9 ■





SENATE 
LETTER OF INTENT 

FOR 
CSSB 184

During the scheduled hearings in which the Alaska Transportation 
Commission (A.T.C.) was discussed and reviewed, many problem areas were 
identified. The Performance Review of the Alaska Transportation 
Commission conducted by the Division of Legislative Audit, April 1,
1982, concluded that the functions of A.T.C. could be better performed 
if A.T.C. were to merge with the Alaska Public Utilities Commission.

However,’several questions were raised which remain unanswered:

1) Is.State involvement in the Essential Air Service Program 
•'required?

2) Does t’ State want to deregulate surface and air 
transp rtation within Alaska?

3) What method does the State wish to employ to assure the 
public that air and motor carriers have sufficient insurance

•. coverage to protect the public’s interest?

4) What is the role of the Alaska Transportation Commission 
in regard to a commercial vehicle safety program?

5) Would a citizen’s board be an appropriate mechanism to perform 
the oversight functions which are currently the responsiblity 
of the Commissioners of the Alaska Transportation Commission.

6) Do the Alaska Transportation Commission’s policies regarding 
light aircraft ensure that innovative competition which could 
be beneficial to the public is not eliminated?

With the passage of this legislation, it is the intent of the Senate 
Labor and Commerce Committee that the Office of Management and Budget 
conduct a thorough performance review of the functions of A.T.C. The 
review will include, but will not be limited to, the scope of areas 
previously outlined. ,

The Office of Management and Budget will report back to. the Thirteenth 
Legislature within ten days after the second session conven\ls in 1984. 
The revert shall outline the findings of the audit as well asv specific 
actions to implement any changes recommended.

A d o p t e d  i n  t h e  S e n a te ,  A p r i l  2 7 ,  1983 .



S U P P L E M E N T A L  
S E N A T E  L E T T E R  O F  I N T E N T  

T O  C S S B  1 8 4  (L&C)

I n  t h e  i n t e r i m  i t  is t h e  i n t e n t  o f  t h e  S e n a t e  t h a t  t h e  A l a s k a  
T r a n s p o r t a t i o n  C o m m i s s i o n  f u l f i l l  i t s  s t a t u t o r y  r e s p o n s i b i l­
i t y  w i t h  c o n c e n t r a t i o n  o n  p r o t e c t i o n  o f  t h e  p u b l i c .

A d o p t e d  i n  t h e  S e n a t e ,  A p r i l  27, 1 P 8 3 .



I. REQUEST •
B i 11/Reso lu t ion  N o . :  SB 184

-oonsor.*! ahnr A Cnmmert {' ,mmittee
Requestor:

FISCAL DETAIL
Agency A f fe c te d :Commerce & Econ. Develops 
Program Category Affected  ̂ onsumer protec 
BRU, Program o f  Subprogram/,sj A f fe c te d : 

A laska T ransporta t ion  Commission -___________

EXPENDITURES/REVENUES: (Thousands o f D o l la r s )

CAFITmL

C REVLNU E

FUNDING: (Thousands o f  D o l la r s )
GENERAI FUND
FEDERAL FUNDS 
OTHER (S p ec ify  Source)

OSITIONS:
FULL-TIME
PART-TIME 

’TEMPORARY •

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

/*

IV . ANALYSIS: Attach a separate page fo r . a n y ,A n a ly s is

Prepared B y : _  Cathe r i ne W a llen  ^
D iv i s io n :  A dm in is t ra t iv e  Services

AtApproved by Commissioner: R icha rd A. Lyon \ 
Department:Commerce Economic~DevelopmeiH'

Phone 465-2504 
Date: V/ 7 / Q ~

Date: V/ 7 / S 3

1 OPERATING
FY 33 FY 84 fY 85 1 FY 86 FY 87 I FY .88

1 i
100 PERSONAL SERVICES
200 TRAVEL •
300 CONTRACTUAL
400 COMMODITIES .
500 EQUIPMENT
600 LAND & STRUCTURES • •
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 0 0 0 0 0 U"

I 0 I u T  D I u I u I

□

•
1 ' I
1 - 1
1 1 1

1 1 • ! 1

" t ...."1.........

________ j ________r ________

........1 .....
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D is t r i b u t io n :
O r i g i n a l - to L e g is la t iv e .F in a n c e
Copy to O f f ic e  o f  Management and Budget ( f o r  L e g is la t u re  in troduced b i l l s )
Copy to Department ( f o r  Governor in troduced b i l l s )
Copy to Sponsor
Codv to  Reouestor ( i f  d i f f e r e n t  .from Sponsor) 3/R/f



SB 184 FISCAL NOTE ANALYSIS

The s u b m i t t e d  FY '84 b u d g e t  r e q u e s t  for A T C  follows:

O p e r a t i n g  E x p e n d i t u r e s  FY '83 FY '84

Personal S e r v i c e s 1 , 3 5 6 . 6 1 , 2 93.1

Travel 57.7 6 1 . 2

Contractual 182.5 192.2

C o m m o d i t i e s • 16.2. 16.9

Equ i p m e n t 1.2 -0-.

1 , 6 1 4 . 2 1 , 5 6 3 . 4

Capital E x p e n d i t u r e s 0 0

R e v e n u e 1 4 5 . 2 15 5 . 2

If t h e  l e g i s l a t i o n  fa i l s  to pass and A T C  s u n s e t s ,  t h e r e  will continue to 

b e  a financial i m p a c t  to the State for the a d m i n i s t r a t i o n  of the State's 

s h a r e  in the E s sential A i r  S e r v i c e s  P r o g r a m  and for v e r i f i c a t i o n  of 

i n s u r a n c e  r e g i s t r a t i o n .  T h e  r e d u c e d  r e s p o n s i b i l i t i e s  w o u l d  be reflected 

in the FY ’85 b u d g e t  request. In this case, the b u d g e t  w o u l d  be as 

follows:

O p e r a t i n g  E x p e n d i t u r e s  ■ 
•

F Y 183

C
O

>
-u_ F Y  '85 FY '86 FY '87

Personal S e r v i c e s • 1 , 3 56.6 1 , 2 9 3 . 1 6 9 . 6 73.8 78.2

Travel 5 7.7 61.2 0 • 0 0

C o n t r a c t u a l  ' 18 2 . 5 1 9 2 . 2 16. 5  • 17.5 18.5

Commcd-i-ties ' 16.2 16.9 2.0. 2.1 2.2

E q u i p m e n t 1.2 P P 0 0

Total O p e r a t i n g 1 , 6 1 4 . 2 1,563.4 88.1 93.4 98.9

Capital E x p e n d i t u r e s .  0 0 0 0 • 0

R e v e n u e 145.2 1 5 5 . 2 0 0 0

P o s i t i o n s  (F u l l - T i m e )  30 2 8  2 2 2





PATRICK M . BODEY 
3271 M0N1CLAIREC7. 

ANCHORAGE. AK 99503

DURING SESSION: 

POUCH V 

JUNEAU. AK 99811 

(907) 465-3717

ALASKA STATE SENATE

M E M O R A N D U M

D A T E : M a r c h  2 1 ,  1 9 8 3

T O : S e n a t o r  P a t r i c k  R o d e y

F R O M : J i m  K e l l y ,  A i d e

R E :  s e n a t e  B i l l  1 8 8 : " A n  A c t  r e l a t i n g  t o  b a n k  h o l d i n g  c o m p a n i e s . "

T h i s  b i l l  w o u l d  m a k e  a s i n g l e  c h a n g e  i n  t h e  d o m e s t i c  b a n k  

h o l d i n g  c o m p a n i e s  s e c t i o n  o f  t h e  A l a s k a  B a n k i n g  C o d e .  T h e  c h a n g e ,  
a c c o m p l i s h e d  b y  t h e  d e l e t i o n  o f  t h e  w o r d s  " u n l e s s  t h e  b a n k  i s  a 

r e c e n t l y  f o r m e d  b a n k "  i n  A S  0 6 . 0 5 . 2 3 5 ( b ) ,  i s  i n t e n d e d  t o  r e s t o r e  

t h e  p r i n c i p l e  o f  p a r i t y  f o r  b a n k s  d o i n g  b u s i n e s s  i n  A l a s k a .

T h e  p r o b l e m  i s  t h a t  d o m e s t i c  b a n k  h o l d i n g  c o m p a n i e s ,  o f  w h i c h  
A l a s k a  p r e s e n t l y  h a s  f o u r  -■ M a s k a  P a c i f i c  B a n c o r p ,  A l a s k a  B a n c s h a r e s ,  

A l a s k a  B a n c o r p o r a t i o n  a n d  U n i c e d  B a n c o r p o r a t i o n  o f  A l a s k a ,  a r e  

p r o h i b i t e d  f r o m  e s t a b l i s h i n g  n e w  b a n k s  i n  t h e  s t a t e ;  a n d  r e c e n t l y  

f o r m e d  b a n k s ,  s u c h  a s  t h e  A l a s k a .C o n t i n e n t a l  B a n k ,  a r e  p r o h i b i t e d  
f r o m  e s t a b l i s h i n g  d o m e s t i c  b a n k  h o l d i n g  c o m p a n i e s .

T h e s e  l e g a l  p r o h i b i t i o n s  w e n t  i n t o  e f f e c t  o n  J u l y  1, 1 9 8 2 ,  a s  

a r e s u l t  o f  p a s s a g e  l a s t  s e s s i o n  o f  S B  7 5 2 ,  t h e  i n t e r s t a t e  b a n k i n g  

b i l l .  T h a t  b i l l ,  b e i n g  t h e  f i r s t  o f  i t s  k i n d  e n a c t e d  a n y w h e r e  i n  
t h e  c o u n t r y ,  t h o u g h  c a r e f u l l y  d r a f t e d ,  w a s  n o n e t h e l e s s  q u i t e  c o m p l e x .  

T h e  m a j o r  e f f e c t  o f  S B  7 5 2  w a s  t o  a l l o w  O u t s i d e  b a n k s  t o  e n t e r  t h e  
l o c a l  m a r k e t ;  t h a t  h a s  h a p p e n e d ,  a n d  w a s  i n t e n d e d .  T h e  p r o b l e m  

m e n t i o n e d  a b o v e  w a s  n o t  i n t e n d e d ,  a n d ,  i n  f a c t ,  w a s  n o t  e v e n  d i s c o v e r e d  

u n t i l  A l a s k a  C o n t i n e n t a l  B a n k  m a d e  a p p l i c a t i o n  t o  e s t a b l i s h  i t s  o w n  
d o m e s t i c  b a n k  h o l d i n g  c o m p a n y  a n d  w a s  i n f o r m e d  b y  t h e  D i v i s i o n  o f  
B a n k i n g  t h a t  t h a t  w a s  p r o h i b i t e d .

I t  i s  u n f a i r  t o  a l l o w  s o m e  A l a s k a n  b a n k s  t o  f o r m  r e l a t i o n s h i p s  
w i t h  d o m e s t i c  b a n k  h o l d i n g  c o m p a n i e s ,  a n d  p r o h i b i t  s o m e  o t h e r  

A l a s k a n  b a n k s  f r o m  d o i n g  l i k e w i s e .  A s  t h e r e  c a n  b e  s i g n i f i c a n t  
e c o n o m i c  a d v a n t a g e s  t o  s u c h  r e l a t i o n s h i p s ,  i t  i s  n o t  i n  t h e  

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

i t  f r o m  o t h e r s .  F o r  t h e  c o n s u m e r  t o  r e a l i z e  t h e  v e r y  r e a l  b e n e f i t s  
o f  t r u e  c o m p e t i t i o n ,  t h a t  i s  c o m p e t i t i v e  s e r v i c e s  a n d  c o m p e t i t i v e  

p r i c e s ,  i t  i s  n e c e s s a r y  f o r  r i v a l s  w i t h i n  t h e  b a n k i n g  i n d u s t r y  t o  
b e  c o m p e t i n g  o n  a " l j v e l  p l a y i n g  f i e l d " .  T h i s  l e g i s l a t i o n  w o u l d  
h e l p  a c c o m p l i s h  t h a t .
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BY THE LABOR AND
1 IN THE SENATE COMMERCE COMMITTEE

2 CS FOR SENATE BILL NO. 281 (L&C)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to energy development and conserva-

7 tion functions of the Department of Commerce and

8 Economic Development and the Department of Community

9 and Regional Affairs; and providing for an effective

10 date."

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

12 * Section 1. AS 43.20.0J7(d)(2)(K) is amended to read:

13 (K) any other energy conservation [ENERGY-SAVING]

14 device approved by the commissioner of community and regional

15 affairs [COMMERCE AND ECONOMIC DEVELOPMENT UNDER AS 44.33.040-

16 (12)].

17 * Sec. 2. AS 44.47.050 is amended by adding a new paragraph to read:

18 (19) plan, study, implement, and assist programs for energy

19 development and energy conservation, including weatherization, to meet

20 community and regional needs.

21 * Sec. 3. AS 44.83.162(1) is amended to read:

22 (1) In order to qualify for power cost assistance, each electric

23 utility must make every reasonable effort to minimize administrative,

24 operating, and overhead costs, including using the best available

25 technology consistent with sound utility management practices. In

26 reviewing applications for power cost assistance, the commission has

27 the authority to require the elimination of duplicative or otherwise

28 unnecessary operating expenses. Each eligible electric utility shall

29 cooperate with appropriate state agencies [, INCLUDING BUT NOT LIMITED

O r i g i n a l  s p o nsor: F i n a n c e  C o m m i t t e e
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1 TO THE ALASKA PUBLIC UTILITIES COMMISSION, THE ALASKA POWER AUTHORITY,

2 THE ALASKA ENERGY CENTER, AND THE DIVISION OF ENERGY AND POWER DEVEL-
V

3 OPMENT IN THE DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT,] to

4 implement cost-effective energy conservation measures, and to plan for

5 and implement feasible alternatives to diesel generation.

6 * Sec. 4. AS 44.83.177(d) is amended to read:

7 (d) In completing a reconnaissance study, the authority shall

8 consult with the [DIVISION OF ENERGY AND POWER DEVELOPMENT IN THE]

9 Department of Community and Regional Affairs [COMMERCE AND ECONOMIC

10 DEVELOPMENT] to determine the information that each may require for

11 energy planning and the development of technology.

12 * Sec. 5. AS 44.83.400(2)(3) is amended to read:

13 (B) the [DIVISION OF ENERGY AND POWER DEVELOPMENT,]

14 Department of Community and Regional Affairs [COMMERCE AND ECO-

15 NOMIC DEVELOPMENT]; and

16 * Sec. 6. AS 45.89.010 is amended to read:

17 Sec. 45.89.010. FUND ESTABLISHED. There is established in the

18 Department of Commerce and Economic Development the residential energy

19 conservation fund to carry out the purposes of this chapter. Loans

20 and [REFUNDS,] grants [AND LOANS] made under this chapter may be used

21 to purchase, construct, and install an energy conservation improvement

22 in residential buildings. The fund may not be U 3 e d  for any [NO] other

23 purpose.

24 * Sec. 7. AS 46.11.040(3)(B) is amended to read:

25 (B) is located or is to be located in an area where

26 thermal and lighting energy standards are not justified because

27 of the high cost of implementation of the f’andards, as deter-

28 mined under regulations adopted by the commissioner of community

29 and regional affairs [COMMERCE AND ECONOMIC DEVELOPMENT] , or

CSSB 281(L&C) -2-



1 * Sec. 8., AS 46.11.900(3) is amended to read:

2 (3) "energy audit" means a determination and written sum-

3 mary prepared under [AS 46.11.030 OR] sec. 215(b)(1)(A) of the Na-

4 tional Energy Conservation Policy Act (42 U.S.C. 8216(b)(1)(A)) of

5 (A) the energy consumption characteristics of a build-

6 ing, including the size, type, and rate of energy consumption of

7 major energy consuming systems of the building and the climate

8 characterizing the region where the building is located; and

9 (B) the energy conservation and cost savings likely to

10 result from appropriate energy-conserving maintenance and operat-

"1 ing procedures and modifications, including the purchase and

12 installation of energy-related fixtures; for purposes of this

13 subparagraph when a fossil fuel if the energy source, the energy

14 cost savings shall be determined with reference to the projected

15 price of chat fossil fuel over a 10-year period;

16 * Sec. 9. AS 46.11.900(9)(B) is amended to read:

17 (B) by the commissioner o£ community and regional

18 affairs [COMMERCE AND ECONOMIC DEVELOPMENT UNDER AS 44.33.040-

19 (12)] for buildings and structures that [WHICH] are not public

20 facilities.

21 j * Sec. 10. The following laws are repealed: AS 44.33.030 - 44.33.060;

22J* AS 45.88.500(2) (C); AS 45.89.020, 45.89.500(3)(A); AS 46.11.030, 46.11.-

2̂ T 900(l)(B)(iii); and AS 46.12.120(4).

24'. * Sec. 11. On the effective date of this Act a program or project that

25 is supervised by the section of power development in the Department of

26 Commerce and Economic Development, including an unexpended appropriation

27 for a program or project, is transferred to the Department of Community and

28 Regional Affairs. The Department of Community and Regional Affairs may

29 delegate supervision of a program or project^transferred under this section

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



1 to a state department or agency, including the Alaska Power Authority and

2 the University of Alaska. |

3 * Sec. 12. Notwithstanding the repeal of AS 45.89.020 made by sec. 10

4 of this Act, a refund or grant shall be paid under AS 45.89.020 if an

5 energy audit is performed before July 1, 1983 for the residential building

6 that is the subject of the refund or grant application and if the ro.fund or

7 e**ant application is filed before January 1, 1984.

8 * Sec. 13. This Act takes effect July 1, 1983.
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AN ACT RELATING TO ENERGY DEVELOPMENT AND CONSERVATION
FUNCTIONS

Sectional Analysis

CS for SB 281 (L&C)

This bill would repeal the statutes concerning the division of energy 
and power development and substitute general powers fo r the 
Department of Community and Regional Affairs to implement energy 
development and conservation programs. The energy aud it/grant 
program would be repea led , and other energy responsib ilit ies 
reassigned from the Department of Commerce to Community and 
Regional A ffa irs . Energy programs remaining in Commerce would be 
some energy p lann ing (in Finance and Economics) and energy 
conservation loans (in Business Loans). The transition sections allow 
fo r program trans fe r and phase-out.

Sec. 1. Approval of an energy conservation device fo r the purpose 
of a business energy conservation credit is transferred from 
Commerce to C&RA.

Sec. 2. C&RA is given a general power to implement energy 
programs.

Sec. 3. The l is t  of state agencies with which utilities shall cooperate 
i r  implementing energy conservation , fo r the purpose of the power 
cost assistance program , is deleted.

Sec. 4. The Alaska Power Author ity , in completing reconnaissance 
stud ies , is requ ired to consult with C&RA rather than Commerce.

Sec. 5. The APA, under the Energy Program fo r  A laska, shall 
ensure that communities cooperate on energy conservation with C&RA 
rather than Commerce.

Sec. 6. The residentia l energy conservation fund  is changed from a 
re fu nd , g ra n t ,  and loan fund to primarily a loan fu n d ,  a lthough the 
ab il ity  to use it  to fund grants in the future  is retained.

Sec. 7. Thermal and l ig h t in g  energy standards are adopted by C&RA 
rather than Commerce.

Sec. 8. The definition of energy aud it is amended to delete the state 
program .

Sec. 9. Thermal and l ig h t in g  energy s ta ida rds  are defined as those 
adopted by C&RA rather than Commerce.
Sec. 10. Repealers.
44.33.030-060 are the division of energy statutes.



45.88.500( 2 ) ( C) is the part of the definition of an a lternative energy 
system as one approved by Commerce under the d iv is ion of energy 
statutes.
45 .89 .020 is the refunds and grants provision under the energy 
aud it  program .
4 5 .8 9 .^ 0 0 (3 ) (A ) is the definition o f an energy aud it  as established 
by the d iv is ion of energy for the aud it program .
46 .11 .030 is the energy aud it program .
4 6 .1 1 .9 0 0 (1 ) (B) ( i i i ) is the portion of the defin it ion of an a lternative 
energy  system a- one approved by Commerce under the divis ion of 
energy  statutes.
46 .12 .120(4 ) is the requirement that the Energy Center consult with 
the division of energy and other state agencies.

Sec. 11. T rans it ion . Energy programs or projects of the div is ion of 
energy  are tranferred to C&RA, and C&RA may delegate supervis ion 
to another agency.

Sec. 12. T rans it ion . Those who have received energy audits before 
July 1, 1983 will have until Jan. 1 , 1984 to app ly fo r grants or 
re funds .

Sec. 13. July 1 effective date.
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IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to m o t o r  v e h i c l e  w a r r a n t i e s . "

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

* S e c t i o n  1. A S  4 5 . 4 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

A R T I C L E  6. M O T O R  V E H I C L E  W A R R A N T I E S .

Sec. 4 5 . 4 5 . 3 0 0 .  M O T O R  V E H I C L E  W A R R A N T I E S .  (a) If a n e w  m o t o r  

v e h i c l e  d o e s  n o t  c o n f o r m  to a n  e x p r e s s  w a r r a n t y  t h a t  is a p p l i c a b l e  to 

it a n d  t h e  o w n e r  o f  t h e  v e h i c l e  r e p o r t s  t h e  d e f e c t  o r  c o n d i t i o n  to the 

m a n u f a c t u r e r  o f  t h e  v e h i c l e  o r  to t h e  m a n u f a c t u r e r ' s  o r  d i s t r i b u t o r ' s  

d e a l e r  d u r i n g  t h e  t e r m  o f  t h e  w a r r a n t y ,  t h e  m a n u f a c t u r e r ,  d i s t r i b u t o r ,  

d e a l e r ,  o r  a r e p a i r i n g  a g e n t  s h a l l  m a k e  t h e  n e c e s s a r y  r e p a i r s  to 

c o n f o r m  t h e  v e h i c l e  to t h e  e x p r e s s  w a r r a n t y .

(b) If d u r i n g  the t e r m  o f  t h e  e x p r e s s  w a r r a n t y  o r  w i t h i n  o n e  

y e a r  f r o m  t h e  d a t e  o f  d e l i v e r y  o f  t h e  m o t o r  v e h i c l e  to t h e  o r i g i n a l  

o w n e r ,  w h i c h e v e r  p e r i o d  t e r m i n a t e s  f i r s t ,  t h e  m a n u f a c t u r e r ,  d i s t r i b u ­

tor, d e a l e r ,  o r  r e p a i r i n g  a g e n t  is u n a b l e  t o  c o n f o r m  t h e  m o t o r  v e h i c l e  

to a n  a p p l i c a b l e  e x p r e s s  w a r r a n t y  a f t e r  a r e a s o n a b l e  n u m b e r  o f  a t ­

t e m p t s ,  t h e  m a n u f a c t u r e r  o r  d i s t r i b u t o r  s h a l l  a c c e p t  the r e t u r n  o f  the 

n o n c o n f o r m i n g  m o t o r  v e h i c l e ,  a r m ]  s h a l l  r e f u n d  t h e  f u l l  p u r c h a s e  p r i c e  

t o  t h e  o w n e r ,  l e s s  a r e a s o n a b l e  a l l o w a n c e  f o r  t h e  u s e  o f  t h e  m o t o r  

v e h i c l e  f r o m  t h e  t i m e  i t  w a s  d e l i v e r e d  to t h e  o r i g i n a l  o w n e r .  A  

r e f u n d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  b e  m a d e  t o  a l i e n h o l d e r  o f  r e c o r d ,  

i f  any, a n d  t h e  o w n e r ,  as t h e i r  i n t e r e s t s  m a y  a p p e a r .

(c) R e f o r e  c l a i m i n g  a r e f u n d  u n d e r  (b) o f  t h i s  s e c t i o n ,  t h e  

o w n e r  s h a l l  g i v e  w r i t t e n  n o t i c e  b y  c e r  t i f  i e d m a  i 1 to t h e  m a n u f a c t u r e r
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,

a n d  i t s   ̂d e a l e r  orl r e p a i r i n g  a g e n t  a t  a n y  t i n e  b e f o r e  60 d a y s  h a v e

e l a p s e d  a f t e r  t h e  e x p i r a t i o n  o f  t h e  e x p r e s s  w a r r a n t y  or t h e  o n e - y e a r

p e r i o d  a f t e r  t h e  d a t e  of d e l i v e r y  of t h e  n o t o r  v e h i c l e  to t h e  o r i g i n a l

o w n e r ,  w h i c h e v e r  p e r i o d  t e m i n a t e s  f i r s t  (1) s t a t i n g  t h a t  t h e  v e h i c l e

h a s  a n o n c o n f o r m i t y ;  (2) p r o v i d i n g  a r e a s o n a b l e  d e s c r i p t i o n  o f  t h e

n o n c o n f o r m i t y ;  (3) s t a t i n g  t h a t  t h e  m a n u f a c t u r e r ,  d i s t r i b u t o r ,  d e a l e r ,

o r  r e p a i r i n g  a g e n t  h a s  m a d e  a r e a s o n a b l e  n u m b e r  o:: a t t e m p t s  to c o n f o r m
d a s h ' d 4* h e  lesc/de? 

t h e  v e h i c l e ;  a n d  (4) t t a t i n g  t h a t  t h e  o w n e r  Jiiitends to c l a i m ]  a r e f u n d ^ ,

(d) A n  o w n e r  m a y  n o t  r e c e i v e  a r e f u n d  u n d e r  t h i s  s e c t i o n  if the 

m a n u f a c t u r e r  o r  d i s t r i b u t o r  s h o w s  t h a t  t h e  n o n c o n f o r m i t y  c o m p l a i n e d  of

(1) d o e s  n o t  s u b s t a n t i a l l y  i m p a i r  e i t h e r  the u s e  o r  t h e  

m a r k e t  v a l u e  o f  the m o t o r  v e h i c l e ;  or

(2) is t h e  r e s u l t  o f

(A) a l t e r a t i o n  o f  t h e  m o t o r  v e h i c l e  b y  t h e  o w n e r  o r  a 

p e r s o n  o t h e r  t h a n  a d e a l e r i $ : l i / r e p a i r i n g  a g e n t  t h a t  is n o t  a u ­

t h o r i z e d  b y  t h e  m a n u f a c t u r e r  c r  d i s t r i b u t e r ;  o r

(B) a b u s e  o r  n e g l e c t  b y  t h e  o w n e r  o r  a p e r s o n  o t h e r  

t h a n  t h e , d e a l e r  o ^ r e p a i r i n g  a g e n t .

(e) A  p r e s u m p t i o n  t h a t  a r e a s o n a b l e  n u m b e r  o f  a t t e m p t s  h a v e  b e e n

m a d e  to c o n f o r m  a m o t o r  v e h i c l e  u n d e r  a n  a p p l i c a b l e  e x p r e s s  w a r r a n t y

is e s t a b l i s h e d  if:

(1) t h e  s a m e  n o n c o n f o r m i t y  h a s  b e e n  s u b j e c t  to r e p a i r  t h r e e ,

o r  m o r e  t i m e s  b y  t h e  m a n u f a c t u r e r ,  d i s t r i b u t o r ,  d e a l e r ,  o r  r e p a i r i n g

a g e n t  d u r i n g  t h e  t e r m  o f  t h e  e x p r e s s  w a r r a n t y  o r  t h e  o n e - y e a r  p e r i o d

a f t e r  d e l i v e r y  o f  t h e  m o t o r  v e h i c l e  to t h e  o r i g i n a l  o w n e r ,  w h i c h e v e r  
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p e r i o d  t e r m i n a t e s  f i r s t ,  b u t  t h e  n o n c o n f o r m i t y  c o n t i n u e s  to e x i s t ;

f o r m i t y  makes th e  v e h i c l e  tc? ! <?Per£(2)

and th e  same nonco has been s u b je c t  t o  r e p a i r  a t  1

♦-v.a o v n r o j j  w a r r a n t ” 3ne -yea r  p e r io d  r e f e r r c

v, w h ic h e v e r  p e r io d  t e rm in a te s  f i r s t ,  b u t  th e  n o n co n fo rm ity ;

M g l B E B ^ P f

(3) t h e  v e h i c l e  is o u t  o f  s e r v i c e  f o r  r e p a i r  f o r  a t o t a l  of 

30 o r  m o r e  b u s i n e s s  d a y s  d u r i n g  t h e  e x p r e s s  w a r r a n t y  t e r m  o r  the 

o n e - y e a r  p e r i o d  r e f e r r e d  t o  in (1) o f  t h i s  s u b s e c t i o r , , w h i c h e v e r  

p e r i o d  t e r m i n a t e s  f i r s t ;  a n y  p e r i o d  o f  t i m e  t h a t  r e p a i r s  a r e  n o t  

p e r f o r m e d  f o r  r e a s o n s  t h a t  a r e  b e y o n d  t h e  c o n t r o l  of t h e  m a n u f a c t u r e r ,  

d i s t r i b u t o r ,  d e a l e r ,  o r  r e p a i r i n g  a g e n t  is e x c l u d e d  f r o m  the 3 0 - d a y  

t i m e  p e r i o d  r e f e r r e d  to in t h i s  p a r a g r a p h .

(f) A  m a n u f a c t u r e r  w h o s e  v e h i c l e s  a r e  s o l d  in t h e  s t a t e  t h r o u g h  

a n  a u t h o r i z e d  d e a l e r  s h a l l  p r o v i d e  its d e a l e r  o r  r e p a i r i n g  a g e n t  w i t h  

a n y  p a r t  n e c e s s a r y  to m a k e  a r e p a i r  o f  a n o n c o n f o r m i t y  c o v e r e d  u n d e r  

a n  e x p r e s s  w a r r a n t y ,  as s o o n  as p o s s i b l e ,  w i t h o u t  a d d i t i o n a l  c h a r g e  

f o r  f r e i g h t  o r  h a n d l i n g ,  i f  the p a r t  is n o t  i n ' t h e  d e a l e r ' s  o r  a g e n t ' s  

i n v e n t o r y  w h e n  t h e  n o n c o n f o r m i n g  v e h i c l e  is b r o u g h t  to t h e  d e a l e r  or 

r e p a i r i n g  a g e n t  f o r  r e p a i r .

(g) A  m a n u f a c t u r e r  o r  d i s t r i b u t o r  w h o  f a i l s  to r e f u n d  t h e  f u l M  

p u r c h a s e  p r i c e  o f  a m o t o r  v e h i c l e  w h e n  t h e r e  is a r e q u i r e m e n t  to d o  so 

u n d e r  t h i s  s e c t i o n  is p r e s u m e d  to h a v e  c o m m i t t e d  a n  u n f a i r  t r a d e  

p r a c t i c e  u n d e r  A S  4 5 . 5 0 . 4 7 1 .

(h) A  m o t o r  v e h i c l e  r e t u r n e d  u n d e r  (b) o f  t h i s  s e c t i o n  m a y  n o t  

b e  r e s o l d  b y  t h e  m a n u f a c t u r e r  o r  d i s t r i b u t o r u n l e s s  f u l l  

d i s c l o s u r e  o f  t h e  r e a s o n  f o r  t h e  r e t u r n  is m a d e  to t h e  p r o s p e c t i v e  

b u y e r  b e f o r e  t h e  r e s a l e  is c o n c l u d e d .
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(i) T h e  p r o v i s i o n s  o f  t h i s  s e c t i o n  d o  n o t  l i m i t  o t h e r  r i g h t s  a n d  

r e m e d i e s  t h a t  m a y  b e  a v a i l a b l e  to t h e  o w n e r  o f  a m o t o r  v e h i c l e  u n d e r  

o t h e r  p r o v i s i o n s  o f  law. T h i s  s u b s e c t i o n  d o e s  n o t  c r e a t e  a n e w  c a u s e  

o f  a c t i o n  a g a i n s t  a d e a l e r  o r  r e p a i r i n g  a g e n t  w h o  s e l l s  o r  a t t e m p t s  to 

r e p a i r  a m o t o r  v e h i c l e  f o u n d  to b e  n o n c o n f o r m i n g  u n d e r  t h i s  s e c t i o n .

(j ) A  m a n u f a c t u r e r  o r  d i s t r i b u t o r  o f  i m t o r  v e h i c l e s  w h o  atvphor^ 

i z e s  t h e  s a l e  o f  t h e  m a n u f a c t u r e r ' s  o r  d i s t r i b u t o r ' s  m o t o r  v e h i c l e s  

t h e  s t a t e  shall^ m a i n t a i n  a u t h o r i z e d  d e a l e r s h i p  f a c i l i t i e s  w i t h i n  the 

s t a t e  t h a t  a r e  a b l e  to p e r f o r m  t h e  s e r v i c e  a n d  m a k e  t h e  r e p a i r s  r e ­

q u i r e d  b y  t h e  m a n u f a c t u r e r ' s  e x p r e s s  w a r r a n t y  a n d  b y  t h i s  s e c t i o n .

(k) A  m a n u f a c t u r e r  o r  d i s t r i b u t o r  w h o  a c c e p t s  t h e  r e t u r n  o f  a 

n o n c o n f o r m i n g  m o t o r  v e h i c l e  u n d e r  (b) o f  t h i s  s e c t i o n  s h a l l  r e i m b u r s e  

t h e  o w n e r  f o r  a n y  r e a s o n a b l e  c o s t  i n c u r r e d  i n  s h i p p i n g  t h e  v e h i c l e  to 

a n d  f r o m  t h e  n e a r e s t  a u t h o r i z e d  f a c i l i t y  f o r  w a r r a n t y  s e r v i c e  a n d  

r e p a i r  o f  a n o n c o n f o r m i t y  t h a t  c a u s e s  t h e  r e t u r n  o f  t h e  v e h i c l e .

(1) If a m a n u f a c t u r e r  o r  d i s t r i b u t o r  h a s  e s t a b l i s h e d  a n  i n f o r m a l  

d i s p u t e  s e t t l e m e n t  p r o c e d u r e  t h a t  s u b s t a n t i a l l y  c o m p l i e s  w i t h  the 

r e q u i r e m e n t s  o f  16 C . F . R .  70 3 ,  as t h a t  s e c t i o n  m a y  b e  a m e n d e d ,  o r  if 

t h e  m a n u f a c t u r e r  o r  d i s t r i b u t o r ,  a f t e r  r e c e i p t  o f  n o t i c e  r e q u i r e d  b y

(c) o f  t h i s  s e c t i o n ,  o f f e r s  in w r i t i n g  to p a r t i c i p a t e  i n  a n  a r b i t r a ­

t i o n  o r  m e d i a t i o n  p r o c e s s  w i t h  t h e  o w n e r  a n d  t h e  a r b i t r a t i o n  o r  m e ­

d i a t i o n  d e c i s i o n  is b i n d i n g  o n  t h e  m a n u f a c t u r e r  o r  d i s t r i b u t e r  b u t  n o t  

o n  t h e  o w n e r ,  a n d  if t h e  i n f o r m a l  d i s p u t e  s e t t l e m e n t  o r  a r b i t r a t i o n  or 

m e d i a t i o n  p r o c e s s  is a p p r o v e d  b y  t h e  a t t o r n e y  g e n e r a l ,  t h e  p r o v i s i o n s  

of (b) o f  t h i s  s e c t i o n  c o n c e r n i n g  r e f u n d  o r  o f  t h i s  s e c t i o n  c o n ­

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

r e s o r t e d  to t h e  i n f o r m a l  d i s p u t e  s e t t l e m e n t  p r o c e d u r e  o r  a r b i t r a t i o n  !
I

o r  m e d i a t i o n  p r o c e s s .

i
(m) In t h i s  s e c t i o n ,  ‘
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(1) " d e a l e r "  [tneaiis. a. p e r s o n  Jtoho h a s  o b t a i n e d  a f r a n c h i s e

f r o m ,  o r  is a u t h o r i z e d  by, a m o t o r  v e h i c l e  m a n u f a c t u r e r  to e n g a g e  in 

t h e  r e t a i l  s a l e  a n d  w a r r a n t y  r e p a i r  o f  t h e  m a n u f a c t u r e r ' s  n e w  m o t o r  

v e h i c l e s  i n  t h e  s t a t e ;

(2) " d i s t r i b u t o r "  m e a n s  a p e r s o n  w h o  is a u t h o r i z e d  b y  a 

m a n u f a c t u r e r  t o  e n g a g e  in t h e  w h o l e s a l e  d i s t r i b u t i o n  o f  t h e  m a n u f a c ­

t u r e r ' s  n e w  m o t o r  v e h i c l e s  i n  t h e  s t a t e ;

(3) " e x p r e s s  w a r r a n t y "  o r  " w a r r a n t y "  m e a n s  a n  e x p r e s s

w r i t t e n  w a r r a n t y  p r o v i d e d  b y  t h e  m a n u f a c t u r e r  o f  a n e w  m o t o r  v e h i c l e ;

(4) " f u l l  p u r c h a s e  p r i c e "  m e a n s  t h e  t o t a l  p r i c e  p a i d  f o r  a 

m o t o r  v e h i c l e  b y  t h e  o r i g i n a l  o w n e r ,  i n c l u d i n g  c o s t s  a d d e d  t o  t h e  

( m a n u f a c t u r e r ' s  s u g g e s t e d  I r e t a i l  p r i c e ,  s u c h  as o r i g i n a l  r e g i s t r a t i o n

f e e s , ^ t r a n s p o r t a t i o n  f e e s ,  d e a l e r  p r e p a r a t i o n , d e a l e r  i n s t a l l e d  o p ~

(5) " m a n u f a c t u r e r "  m e a n s  a p e r s o n  w h o  by l a b o r  t r a n s f o r m s  

r a w  m a t e r i a l s  a n d  c o m p o n e n t  p a r t s  i n t o ' m o t o r  v e h i c l e s  f o r  w h o l e s a l e  o r  

r e t a i l  s a l e ;

(6) " m o t o r  v e h i c l e "  o r  " v e h i c l e "  m e a n s  e l a n d  v e h i c l e

h a v i n g  f o u r  o r  m o r e  w h e e l s ,  t h a t  is s e l f - p r o p e l l e d  b y  a m o t o r ,  is

n o r m a l l y  u s e d  f o r  p e r s o n a l ,  f a m i l y ,  o r  h o u s e h o l d  p u r p o s e s ,  a n d  is 

r e q u i r e d  to b e  r e g i s t e r e d  u n d e r  A S  2 8 . 1 0 ;  b u t  d o e s  n o t  i n c l u d e  a 

t r a c t o r ,  f a r m  v e h i c l e ,  o r  a v e h i c l e  d e s i g n e d  p r i m a r i l y  f o r  o f f - r o a d  

u s e ;

(7) " n o n c o n f o r m i t y "  m e a n s  a  d e f e c t  o r  c o n d i t i o n  i n  a m o t o r  

v e h i c l e  c a u s e d  b y  a m a n u f a c t u r e r ,  d i s t r i b u t o r ,  d e a l e r  o r  r e p a i r i n g

a g e n t  t h a t  s u b s t a n t i a l l y  i m p a i r s  t h e  u s e  o r  m a r k e t  v a l u e  o f  a v e h i c l e ;

(8) " o w n e r "  inevns a p u r c h a s e r ,  o t h e r  t h a n  f o r  r e s a l e ,  o f  a 

n e w  m o t o r  v e h i c l e ,  a n d  a p e r s o n  t o  w h o m  o w n e r s h i p  o f  the m o t o r  v e h i c l e  

is t r a n s f e r r e d ,  in c o n f o r m i t y  w i t h  A S  28;
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(9) " r e a s o n a b l e  a l l o w a n c e "  m e a n s  a n  a m o u n t  a t t r i b u t a b l e  to 

a n  o w n e r ' s  u s e  o f  a T^.otor v e h i c l e ;  a " r e a s o n a b l e  a l l o w a n c e "  m a y  n o t  

e x c e e d  a n  a m o u n t  e q u a l  to t h e  d e p r e c i a t i o n  in v a l u e  o f  the v e h i c l e  f o r  

t h e  p e r i o d  d u r i n g  w h i c h  t h e  v e h i c l e  is a v a i l a b l e  f o r  u s e  b y  t h e  o w n e r ,  

c a l c u l a t e d  b y  a s t r a i g h t  l i n e  d e p r e c i a t i o n  m e t h o d  o v e r  y e a r s ,

p l u s  a n  a m o u n t  e q u a l  to t h e  d e p r e c i a t i o n  in v a l u e  o f  t h e  v e h i c l e  t h a t  

is c a u s e d  b y

(A) a n y  n e g l e c t  o r  a b u s e  b y  t h e  o w n e r ;  or

(B) b o d y  d a m a g e  n o t  c a u s e d  b y  a n o n c o n f o r m i t y ;

(10) " r e p a i r i n g  a g e n t "  m e a n s  a p e r s o n  w h o  h % b e e n  s p e c i f i c

t u r e r ' s  o r  d i s t r i b u t o r ' s  m o t o r  v e h i c l e s ;

(11) " s u b s t a n t i a l l y  i m p a i r s  t h e  m a r k e t  v a l u e "  m e a n s  a n o n ­

c o n f o r m i t y  t h a t  s u b s t a n t i a l l y  d e c r e a s e s  t h e  d o l l a r  v a l u e  o f  a v e h i c l e  

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

t h a t  d o e s  n o t  h a v e  t h e  n o n c o n f o r m i t y ;

(12) " s u b s t a n t i a l l y  i m p a i r s  t h e  u s e "  m e a n s  a n o n c o n f o r m i t y

t h a t  p r e v e n t s  a m o t o r  v e h i c l e  f r o m  b e i n g  o p e r a t e d  o r  m a k e s  t h e  v e h i c l e

u n s a f e  to o p e r a t e .
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‘Lemon law’ needs strong support to keep its teeth
5y MIKt MILLER

One of the m osi Im portan t co n sum /r protec­
tion bills before the  legislature th is year 
would, If passed force autom obile m anufac­
tu re rs to rep a ir o r replace " le m o rs"  sold to 
A laska car purchasers.

This legislation is lite ra lly  a m a tte r  of life 
and death . One Kenal Peninsula resident lost 
fam ily m em bers because of defects in a  car he 
purchase 1 as new. This is ju s t one of the many 
actual and po ten tial tragedle*. on ou r roads 
due to defective autom obiles — vehicles sup­
posedly b rand  new  and  ju st off the showroom 
floor.

According to the C onsum er Protection Divi­
sion of the A laska A ttorney G eneral's Office, 
between 800 and 900 A laskans purchase defec­
tive vehicles each year.

Most of us ore car ow ners, nnd purchasing a 
new car is one of the  m ajor financial com m it­
m ents we m ake. As sponsor of the  House 
version of the  "lem on law ," I feel very 
strongly th a t autom obile m anufacturers have 
a responsibility  to those who purchase their 
cars. U nfortunately , case a fte r  case show s that 
the m anufacturers often tu rn  a deaf ea r to the 
ow ners of cars th a t spend most of th e ir  lim e 
in the shop.

Ttie Senate version of the  lemon b ill, CSSD 
280, has passed the  Senate. The House I.obor 
and Commerce C om m ittee Is cu rren tly  con­
duction nubile hearings. I strongly encourage 
citizen-. to te stify  in favor of th is legislation.

*!n jrtu n n tc ly , pow erful economic interest 
groups are  cu rren tly  try ing  to w ater the  bill

down, so th a t business can go on as usual. 
That Is the  reason strong citizen reuponsc Is so 
im portan t right now.

The bill passed by the  Senate gives strong 
protection to  the purchaser of a defective cor, 
w hile pu tting  the responsibility  on the  m anu­
facturer, not the  A laskan dealer. The htil 
requires the  m anufacturer to  buy back defec­
tive vehicles if  the defect is not repaired — 
under the  term s of the m anufacturer's own • 
w arran ty  — w ithin  a year a fte r purchase. A 
car Is considered n "lem on" if the sam e defect 
has been subject to rep a ir th ree orlatore tim es ' 
w ithin th a t year, o r if the vehicle has been In 
the  repnir shop for a to ta l of 30 o r more 
business days during the year.

If these conditions are not m et, the ow ner 1 
of the  lemon vehicle then has the  righ t to  full 
refund of the purchase price of the enr, 
including finance charges, less depreciation ' 
and any dam age done w hile In the ow ner's 
possession. " ,  •

Among o th er provisions the  bill requires 
m anufacturers to no tify  the  buyers of their

rights under this legislation. What could be 
more fair? This is already being done In 
M assachusetts nnd C alifornia, and there is no 
reason for A laska not to protect Its citizens in 
this m anner.

U nfortunately, both dealers nnd m anufac­
turers are  a ttem pting  to take  the teeth  out of 
the  bill.

Dealers w ant the  bill am ended to  change 
the num ber of allow ed repairs from  three to 
four; to delete flna.-ce charges from the 
reim bursem ent requirem ent: and to place re­
sponsibility  of notifying consum ers of the ir 
w arran ty  righ ts w ith  the svate, not the  m anu­
facturer

M anufacturers also w ant tin bill w eakened. 
C urrently, A laska is the on!.’ s ta te  In the 
nation in which the  car ow ner m ust pay a ir 
freight if p a rts  m ust be ordered from  O utside. 
The bill w ould close this loophole by requir­
ing the m anufacturer to pay n ir freight ju s t as 
they do in the  o ther 49 states, '.'anu facturcrs 
w ant this section of the  bill delete,'.

M anufacturers nlso w ant to 'o leto the  
section th a t requires them  to pny back finance 
charges to the  lemon ow ner. The reason fo r i  
requiring th e  repaym ent of financing in terest 
chnrgrs Is simple: according to the  attorney 
general's testim ony, 75 percent of all cars 
j.'.'Tcf.ased In A laska nrc financed. Many cars 
are  financed through dealerships and m anu­
facturer's subsidiaries. In fact, G rncrnl Motors 
Acceptance C orporation flnnnces 00 percent of 
a ll GM cars sold in the s ta te . Dealers m ake 
money If a enr Is  financed in th is wny. They 
certain ly  don 't w ant to hnvc to give it back,

even if the  car they  sold is a lemon.
I nlso have som e am endm ents th a t I would 

like to see, because in contrast w ith  the 
opinions of the dealers and m anufacturers, I 
don 't th ink  the bill goes far enough

I th ink  th a t purchasers of '-m o ns also 
should be reim bursed for the ir out-of-pocket 
expenses for necessary car rental w hile their 
lem on is being repaired, and also for any 
tow ing charges resu lt'ng  from  w arranted fail­
ures.

If the defect Is one affecting the life safety 
of passengers, I th ink  the dealer should be 
nllowed only tw o attem pts a t repair instead of 
th ree before the refund process is triggered.

I strongly urge all A lnskans to call t r w rite 
th e ir  legislators in support of this all-im por­
ta n t consum er protection issue, as w ritten  or 
stronger. I enn th ink  of few issues th is year 
th a t will affect public safety and well-oeing as 
much as the  pnssngo of this bill. Unfortv. .ate- 
ly, I am afraid  tha t economic Interests may be 
ta lk ing  louder than  the  public Interest.

Don’t let the House Labor nnd Commerce 
C om m ittee tu rn  the  lemon ca r bill Into a lav/ 
th a t Is Itself a w eak lemon.

□  A toloconloren co com m ltloo h o ttin g  on tho 
"lom on law" bill will bo hold today at 8:15 a.m. 
Rosldonta may pa itld p ato  by going to tho leg is la tiv e  
Information O lllco at 624 West Gth Avonuo.
□  Mlko Millar, D-Junoau, it  minority Itador In lha 
Alaska H ouio  o l Reprosontatlvos and a ala-term 
legislator.
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Uy H EP . M IK E  M IL L E R
One o f Ihe most important consumer protection bills before the 

legislature this year would, if passed, force automobile manufac­
turers to repair o r  replace “ lemons" sold to Alaskan car 
purchasers.

This legislation is lite ra lly  a m atter o f life  and death. One Kenai 
Peninsula resident lost fam ily members because of defects in a 
car he purchased as new. This is just one o f many actual and 
potential tragedies on our roads due to defective automobiles — 
vehicles supposedly brand new and just o ff the sho wroom floo r.

According to the Consumer Protection Division of the Alaska 
Attorney General's O ffice, between 800 and 900 Alaskans . 
purchase defective vehicles each year. ,  *

Most o f us a rc  car owners, and purchasing a new car is one o f • 
the m ajo r financial commitments we make. As sponsor o f th e /  
House version o f the " lem on  b i ll,"  I  feel very  strongly that* 
automobile manufacturers have a responsibility to those who 
purchase the ir cars. Unfortunate ly , case a fter case shows that the 
manufacturers o ften turn a deaf ear to the owners of the cars that 
spend most o f their time in the shop.

CSSB 286, the Senate version o f the lemon b ill, was introduced 
by Sen. D ill R ay  and has passed the Senate. The House Labor nnd ' 
Commerce Committee is currently conducting public hearings on ■ 
this legislation. I  strongly encourage citizens to testify in favor o f 
this crucial legislation.

Unfortunate ly, powerfu l economic interest groups arc currently 
' trying to water the b ill down, so that business can go on as usual. 
That is the reason strong citizen response is so important right 
now. !

The b ill passed by the Senate gives, strong protection to the 
purchaser o f a defective car, while putting the responsibility on ■/ 
the manufacturer, not the Alaskan dealer. The bill requires the r

m anufacturer to buy bark defective vehicles if the defect is not! 
repaired — under the terms o f the manaufacturer’s own warranty1 
— within a yea r a fte r purchase. A car is considered a “ lem on" if. 
the same defect has been subject to repair three o r m ore limes 
within that year, o r  i f  the vehicle has been in the repair shop fo r a 
total o f 30 o r m ore business days during the year. • ‘ > j  ' 

I f  these conditions a re not met, the owner o f the lemon vehicle 
then has the right to fu ll refund o f the purchase price o f the c a r , j / ; 
including finance charges, less depreciation and any damage done 
while in the owner’s possession.

Among other provisions, the b ill requires manufacturers to , , 
notify the buyers of their rights under the legislation. ' i'

What could be m ore fa ir? This is already being done; In 
Massachusetts and California, nnd there is no reason fo r A laska $ 
not to protect its citizens in this manner. • ; X |

Unfortunate ly, both dealers and manufacturers are attempting /  
to take the teeth out o f the b ill. « . , . . i; V;

Dealers want the b ill amended to change the number o f a llowed £ 
repairs from  three to fou r; to delete finance charges from  the 
reimbursement requirement; and to place responsibility o f notif; - j, 
ing consumers o f their warranty rights with the state,-not thfi ij 
m anufacturer. ; ■ , i ' i j '  ••Jj

Manufacturers also want the b ill weakened. Currently , Alaska is 
the on ly state in the nation in which the car owner must pay air .• 
freight if parts must be ordered from  outside. The b ill would close 1 f 
this loophole by requiring the manaufacturer to pay a ir freight A 
just as they do in the other 49 states. Manufacturers want this sec­
tion o f the b ill deleted. ’ r,

Manufacturers also want to delete the section that requires 
them to pay back finance charges to the lemon owner. The reason ;;

a ll cars purchased in A laska are financed. Many cars are financed 
through dealerships and manufacturer’ s subsidiaries. In  fact, 
G enera l M otors Acceptance Corp. finances 80 percent o f a ll GM 
cars sold in the state. Dealers make mcney if a car is financed in 
this way. They certainly don’ t want to have to give it back, even if 
the car they sold is a lemon.

I  a lso have some amendments that I  would like to see, because 
in contrast with the opinions o f the dealers and manufacturers, I 
don’ t think the b ill goes fa r enough.

I  think that purchasers o f lemons should also be reimbursed fo r 
their out-of-pocket expenses fo r necessary car renta l while their 
lemon w being repaired, and also fo r  any towing charges resulting 
from  warra.. ed failures.

I f  the defect is one affecting the life  safety o f passengers, 1 think 
the dealer should be allowed only two attempts at repair instead 
o f three be fo re  the refund process triggers.

Y ou r loca l Legislative In form ation O ffice can provide you with 
a copy o f the b ill, and with dates and limes o f upcoming comm it­
tee hearings, the next one being Wednesday at 8:15 a.m . Y ou  can 
also ca ll the L .I.O . to send a Pub lic Opinion Message to your 
legislators in support o f this a ll-important consumer protection 
issue, as w ritten o r stronger.

I  can think o f few issues this year that w ill affect public safety 
and wellbeing as i r t c h  as-the passage o f this b ill.

Un fortunate ly, 1 am afraid that economic interests may be talk­
ing louder than the public interest.

D on ’ t le t the House Labor and Commerce Committee turn the 
lemon car b ill into a law that is itse lf a weak lemon!

Rep. M ike M iller o f Juneau 13 House Democratic m inoritj 
leader and a six-term veteran In the state House o f Represen 

pic: According to the Attorney G enera l’s testimony, 75 percent o f i.' tutlves.
fo r requiring the repayment of financing interest charges Is slnt-

I
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D e l e t i n g  f i n a n c e  c h a r g e s  f r o m  r e f u n d , c o n t i n u e d - -

U n d e r  t h e  " R u l e  o f  7 8 s "  w h i c h  A l a s k a  lav; s a y s  m u s t  b e  

u s e d  to c o m p u t e  i n t e r e s t  o n  e a r l y  p a y m e n t  o f  a r e t a i l  s a l e s  

i n s t a l l m e n t  loa n ,  h e r e  is a n  e x a m p l e  o f  h o w  a c o n s u m e r  w i 1 1 b e  

p e n a l i s e d  f o r  t h e  u s e  o f  a l e m o n ,  i f  t h e  f i n a n c e  c h a r g e s  a r e  

d e l e t e d  f r o m  t h e  b i l l .

B u y b a c k  o f  a l e m o n ,  u s e d  12 o u t  o f  13 m o n t h s ;

O r i g i n a l  c o s t  o f  v e h i c l e  $ 1 2 , 0 0 0 . 0 0
M a x i m u m  a l l o w a n c e  f o r  c o n s u m e r

u s e  ( d e d u c t i o n )  - 1 , 7 1 0 . 0 0
B u v b a c k  R e f u n d  $ 1 0  , 2 9 0 . 0 0

I f  a c c r u e d  f i n a n c e  c h a r g e s  a r e  d r o p p e d  f r o m  the b i l l ,  
c o n s u m e r ' s  t r u e  p u r c h a s e  c o s t  ( w i t h o u t  a d d i t i o n a l  d a m a g e s )  is:

D c w n  P a y m e n t  $ 2 , 0 0 0 . 0 0
12 p a y m e n t s  (o f  3 6 ) 3 , 3 5 0 . 0 4
L o a n  p a y o f f  ‘ 8 , 0 9 6 . 4 2

T o t a l  c o s t  $ 1 3 , 4 4 6 . 4 6

L e s s  B u v b a c k  R e f u n d  $ 1 0  , 2 9 0 . 0 0

C o n s u m e r ' s  c o s t  to u s e  c a r  12 m o n t h s :  $ 3 , 1 5 6 . 4 6

P R E C E D E N T :

M a s s a c h u s e t t s ,  D e l a w a r e ,  a n d  N e w  J e r s e y  s p e c i f i c a l l y  

i n c l u d e  f i n a n c e  c h a r g e s  in t h e  r e f u n d .  S i x  o r  s e v e n  m o r e  s t a t e s  

a l l o w  r e f u n d  o f  " f u l l  p u r c h a s e  p r i c e "  p l u s  a b r o a d  c a t e g o r y  o f  

c o l l a t e r a l  c h a r g e s  ( i n t e r e s t  n o t  s p e c i f i c a l l y  i n c l u d e d  o r  

e x c l u d e d ) .



TO: JOHN

FROM: KEN

RE: CSSE3 286 RELATING TO MOTOR VEHICLE WARRANTIES

THIS MORNING THE COMMITTEE IS AGAIN ADDRESSING COMMITTEE 

SUBSTITUTE FOR SENATE BILL 286 "RELATING TO MOTOR VEHICLE 

WARRANTIES. THE SUB-COMMITTEE APPOINTED TO REVIEW THIS 

LEGISLATION MET LAST THURSDAY. THE MEMBERS OF THAT 

SUB-COMMITTEE CONSIDERED AMENDMENTS TO THE BILL THAT 

WERE PROPOSED BY AUTOMOBILE MANUFACTURERS, AUTO DEAL­

ERS, CONSUMERS, AND BY OTHER MEMBERS OF THE LEGISLATIVE 

BODY. A HOUSE LABOR AND COMMERCE COMMITTEE SUBSTITUTE 

FOR SB 286 WAS ADOPTED BY THE SUB-COMMITTEE AND WILL BE 

PRESENTED TO THE FULL COMMITTEE THIS MORNING FOR CONSID­

ERATION. AT THIS TIME I WOULD LIKE ASK REP. FURNACE, WHO 

CHAIRED THE SUB-COMMITTEE, TO CO OVER THE CHANGES MADE 

IN THE PROPOSED COMMITTEE SUBSTITUTE.

APR IL  24 , 1984



\  * FISCAL NOTE

Revision Date: May 4, 1984

REQUEST HCSSB 286 FISCAL DETAIL
B i l l/ R e s o lu t io n  N o . :(Labor & CommerceAgency A ffec ted : Department of Law
Title: "motor vehicle warranties." Program Category Affec ted :_______________________
________________________________________ Public Protection_______________
Sponsor: sen. Ray____________________________  BRU, Program or Subprogram(s) A ffected :
Requestor; House Labor & Commerce _____ Consumer Protection______________
Date o f  Request: 5/4/84__________  _____________________________________

EXPENDITURES/REVENUES: (Thousands o f D o l la rs )
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING 1 1 i 1

',00 PERSONAL SERVICES • 1

ZOO TRAVEL 1 1

300 CONTRACTUAL 1 1
;oo SUPPLIES *

500 EQUIPMENT

......................................600 LAND & STRUCTURES

700 CHANTS, CLAIMS

S00 MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL | I

REVENUE

FUNDING: (Thousands o f  D o l la rs )
CENERAL FUND -0- ,-U- -o- - -0- 1 0 1 I 0 1

FEDERAL FUNDS 1
OTHER

1

TOTAL 1

POSITIONS:
FULL-TIHE -0 - -0- -0- 1oiioi - 0-

PART-TIME 1

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

A N A L Y S I S : A t t a c h  a iseparate-^page for anal y s i s

Prepared By: Richard I. Pegues, (Director______________________  Phone: 465-3672
Division: Admin is   Date:-5V4/84_______

A p p r o v e d  by Commissioner: Norman c. ĵbrsuch____________Date: 5/A/84_____________

Agency: Department of Law____________________

D is t r ib u t io n  (by Agency p repa r in g  f i s c a l  n o te ) :
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ff ice  o f  Management and Budget
I m p a c t e d  A gen cy ( i e s )  1 2 /1 /8 3



Fiscal Note 
Analysis
HCSSB 286 (Labor & Commerce)

Revised
5/4/84

The latest version of SL 286, HCSSB 286 (Labor & Commerce), 
clarifies and defines the legal warranty rights crO 
responsibilities between owners of new motor vehicles and the 
vehicle manufacturer, when a new vehicle is seriously defective. 
Subsection (g) of the bill makes the manufacturer's refusal or 
failure to fulfill its warranty duties an unfair trade practice 
under AS 45.50.471. AS 45.50.471, which is enforced by the 
Consumer Protection Section of the Department of Law, already 
covers warranties and repairs in a more general manner. The 
specific legal standards of the bil] should not cause additional . 
fiscal impact on Consumer Protection because the bill merely 
gives a better definition and therefore a better enforcement tool 
in the auto warranty area.

AS 45.50.471 also provides for the vehicle owner's private 
enforcement lawsuit, so socj of the bill's impact will be in the 
private legal sector.



FISCAL NOTEt
Re v i s i on  Date : ]

REQUEST _ CSSB 286  n . a h nF-ISCAL DETAIL
B i l l / R e s o l u t i o n  No. :& Co mme rc e )  Agency A f f e c t e d :  np-np-rt-Tnpnt n f  t a y
T i t l e :  " m o t o r  v e h i c l e  Program Ca t egor y  A f f e c t e d : ______________

P u b l i c  P r o t e c t i o nwarranties.
Sponsor :  S e n .  Rav  
R e qu e s to r :

_______________ BRU, Program o r  Subprogram(s)  A f f e c t e d :
Sen. Labor & Commerce Consumer Protection

Date o f  Re qu e s t :  2 / 2 0 / 8 4

EXPENDITURES/REVENUES: (-Thousands o f  D o l l a r s )

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
!»00 SUPPLIES 
500 EQUIPMENT 
500 LAND & STRUCTURES 
700 GRANTS, CLAIMS 
800 MISCELLANEOUS

•

TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

I CAPITAL 1

1 REVENUE | I

FUNDING: (Thousands  o f  Dol' a r s )
CENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - 1o11
o1

I

i

POSITIONS:
FULL-TIM E'
PART-TIME
TEMPORARY

" -U - - 0 -  " - u - ■■ - - 0 - 1 c
: i I c
: i

i

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: A t t a c h  a s a p a r a t e ^ p a g e  f o r  a n a l y s i s
KVcUoII ̂

P re pa r e d  By: R i c h a r d  I .  P p f c u e s ,  D i r e c t o r  Phone:  4 6 5 - 3 6 7 2
D i v i s i o n :  A d m i n i s t r a t i v e  S T e r v i q e s  D i v i s i o n  Da t e :  2 - 2 1 - 8 4

TA-/\w^ /  foQ.
Approved by Commiss ioner :  No r man  C f ) G o r s u c h  Date :  2 - 2 1 - 8 4
Agency:______ D e p a r t m e n t  ol~ Law

D i s t r i b u t i o n  (by Agency p r e p a r i n g  f i s c a l  n o t e ) :
L e g i s l a t i v e  F inance  
L e g i s l a t i v e  Sponsor  
R e q u e s t o r
O f f i c e  o f  Management  and Budget  i—  I K 1 \
T m n P r f - o r l  f \ n a r \ r \ i l  - J o e l  I—  '  -  ■ l \  I V -  -  • •



Fiscal Note February 21, 1984
Analysis
CSSB 286 (Labor & Commerce)

C SS ft
The latest version of SB 286, S€-SHB 286 (Labor & Commerce), 

clarifies and defines the legal warranty rights and 
responsibilities between owners of new motor vehicles and the 
vehicle manufacturer, when a new vehicle is seriously defective. 
Subsection (h) of the bill makes the manufacturer's refusal or 
failure to fulfill its warranty duties an unfair trade practice 
under AS 45.50.471. AS 45.50.471, which is enforced by the 
Consumer Protection Section of .the Department of Law, already 
covers warranties and repairs in a more general manner. The 
specific legal standards of CSSB 286 should not cause additional 
fiscal impact on Consumer Protection because CSSB 286 merely 
gives a better definition and therefore a better enforcement tool 
in the auto warranty area.

AS 45.50.471 also provides for the vehicle owner's private 
enforcement lawsuit, so some of CSSB 286's impact will be in the 
private legal sector.



APRIL 18, m\

TO: JOHN

FROM: KEN

RE: SB 286 RELATING TO MOTOR VEHICLE WARRANTIES

WE BEFORE US AGAIN TODAY SB 286 RELATING TO MOTOR VEHICLE 

WARRANTIES, BETTER KNOWN AS THE "LEMON LAW," I 'JO NOT 

BELIEVE THE SUB COMMITTEE APPOINTED AT OUR LAST HEARING 

HAS MET MET, I HAVE HOWEVER DISCUSSED THIS BILL AT GREAT 

LENGTH WITH THE APPOINTED CHAIRMAN OF THAT SUB COMMITTEE 

AND WITH THE ORIGINAL SPONSOR OF THE BILL, SENATOR RAY, 

IT IS MY INTENTION TODAY TO GO OVER THE CONCERNS THAT 

THE COMMITTEE MEMBERS HAVE WITH THIS LEGISLATION, AND 

FROM THIS WORK FORMULATE A COMMITTEE SUBSTITUTE THE 

MEMBERS CAN APPROVE AND ONE THAT CAN BE SUPPORTED BY 

BOTH THE MEMBERS OF THE HOUSE AND THE SENATE.



APR IL  10 , 1984

TO : JOHN

FROM: KEN

RE: CSSB 286 RELATING TO MOTOR VEHICLE WARRANTIES

WE HAVE BEFORE US COMMITTEE SU B S TITU TE FOR SENATE BILL 

286, RELATING TO MOTOR VEHICLE WARRANTIES, BETTER KNOWN 

AS THE "LEMON LAW". THE INTENTION OF THIS LEGISLATION IS 

TO PROVIDE PROTECTION, IN ALASKA S TA TU TE S, FOR CONSUMERS 

WHO PURCHASE MOTOR VEHICLES TH A T FA IL TO PERFORM TO 

MANUFACTURERS _TA N D A R D S, AND FAIL TO PERFORM TO THOSE 

STANDARDS AFTER NUMEROUS REPAIR ATTEMPTS ARE MADE.

THE OTHER BODY OF THIS LEGISLATURE HAS SPENT MANY HOURS 

WORKING WITH REPRESENTATIVES OF AUTOMOBILE MANUFACTUR­

ERS, AUTO DEALERS, AND CONSUMER PROTECTION. MANY OF THF 

ROADBLOCKS WHICH PREVENTED MOVEMENT OF THIS LEGISLATION 

HAVE BEEN REMOVED. S T IL L , SOME SNAGS REMAIN. IT  IS THE 

INTENTION OF THIS COMMITTEE WORK OUT THOSE PROBLEMS THAT 

REMAIN AND FINISH vVORK ON THIS B ILL IN AN EXPEDIENT MAN­

NER.

QUESTIONS:



1. ON PACE THREE LINE ONE IT STATES A VEHICLE IS SUBJECT 

TO REPAIR THREE OR MORE TIMES. WHY THREE TIMES WHEN THE 

M AJORITY OF LAWS OF THIS NATURE IN OTHER STATES REQUIRES 

A VEHICLE BE REPAIRED FOUR TIMES ?

2. WHY IS IT THE MANUFACTURER OR DEALER HAS BEEN GIVEN 

THE RESPONSIBILITY FOR EXPLAINING THE PROCEDURE FOR RE­

FUND UNDER THIS SECTION ?

3. SHOULD A MANUFACTURER OR DEALER BE LIABLE FOR REFUND 

OF FINANCE CHARGES ON A MOTOR VEHICLE RETURNED UNDER 

THIS LAW ? WHY ? WHY NOT ?

4. (FOLLOW UP) WHY SHOULDN'T THE FINA NCIA L IN STITU TIO N  

WHICH SUPPLIED FINANCING FOR A VEHICLE RETURNED TO THE 

MANUFACTURER BE RESPONSIBLE FOR PAYING BACK THIS FINANCE 

CHARGE ? WHY SHOULD THIS IN STITU TIO N  BE EXEMPT ?



AMENDMENTS MADE TO CSSB 286 BY THE 
HOUSE LABOR AND COMMERCE COMMITTEE SUB-COMMITTEE

1. Page 1, Line 29:
Insert the word "certified" following "by".

2. Page 2, Line 1:
Insert the words "dealer or" foliowing "its".

3. Page 2, Line 11:
Delete "30 days or more" and in its place insert "within 60 days".

4. Page 2, Line 12:
A new sentence is added to paragraph (4) which reads "Within 30 

days after receiving the notice required by this subsection the man­
ufacturer may make a final attempt to conform the vehicle oefore a 
refund is made under (b) of this section."

5. Page 2, Line 13:
Delete paragraph (d ).

6. Page 2, Line 23:
Insert the words "dealer or" before the word "repairing".

7. Page 2, Line 26:
Insert the words "dealer or" before the word "repairing".

8. Page 3, Line 6:
A new paragraph (2) is added which reads " the nonconformity 

makes the vehicle unsafe to operate and the same nonconformity has 
been subject to repair at least twice by the manufacturer, d istributor, 
dealer, or reoairing agent during the express warranty term or the 
one-year period referred to in (1) of this section, whichever period 
terminates f irs t,  but the nonconformity continues to exist; or"

9. Page 3, Line 6:
The original paragraph (2) is re-titled (3) and is inserted follow­

ing the new paragraph (2).

10. Page 3, Line 20:
Insert the word "full" following "the".

11. Page 3, Line 25:
Insert the word "or" following manufacturer, delete "or repairing 

agent" and insert the words "in the state" following d istributor. Both 
commas on this line are also deleted.

12. Page 4, Line 4:
Delete "sold in the state shall maintain repair facilities or author­

ize repairing agents" and insert "who authorize the sale of the man­
ufacturer's or distributor's motor vehicles in the state shall maintain 
authorized dealership facilities".



13. Page 5, Line 1:
Insert the word "warranty" following "and".

14. Page 6, Line 8:
Delete the words "includes a dealer or other person" and insert 

the words "means a person".



APR IL  24 , 1984

T O : JOHN

FROM: KEN

RE: CSSB 286 RELATING TO MOTOR VEHICLE WARRANTIES

TH IS MORNING THE COMMITTEE IS AGAIN ADDRESSING COMMITTEE 

S U B S TITU TE FOR SENATE BILL 286 "RELATING TO MOTOR VEHICLE 

W ARRANTIES. THE SUB-COMMITTEE APPOINTED TO REVIEW THIS 

LEGISLATION MET LAST TH U R SD A Y. THE MEMBERS OF TH A T 

SUB-COMMITTEE CONSIDERED AMENDMENTS TO THE BILL TH A T 

WERE PROPOSED BY AUTOMOBILE MANUFACTURERS, AUTO DEAL­

ERS, CONSUMERS, AND BY OTHER MEMBERS OF THE LEGISLATIVE 

BODY. A HOUSE LABOR AND COMMERCE COMMITTEE SUB STITUTE 

FOR SB 286 WAS ADOPTED BY THE SUB-COM MITTEE AND WILL BE 

PRESENTED TO THE FULL COMMITTEE TH IS MORNING FOR CO NSiD- , 

E R A V IO N . A T THIS TIME J WOULD LIKE ASK REP. FURNACE, WHO 

CHA RED THE SUB-COM M ITTEE, TO CO OVER THE CHANGES MADE 

IN THE PROPOSED COMMITTEE S U B S TITU TE .



A PR IL 10, 1984

TO : JOHN

FROM: KEN

RE: CSSB 286 RELATING TO MOTOR VEHICLE WARRANTIES

WE HAVE BEFORE US COMMITTEE SUB STITUTE FOR SENATE BILL 

286, RELATING TO MOTOR VEHICLE WARRANTIES, BETTER KNOWN 

AS THE "LEMON LAW". THE INTENTION OF THIS LEGISLATION IS 

TO PROVIDE PROTECTION, IN ALASKA S TA TU TE S, FOR CONSUMERS 

WHO PURCHASE MOTOR VEHICLES TH A T F A ’/L TO PERFORM TO 

MANUFACTURERS STANDARDS, AND FAIL TO PERFORM TO THOSE 

STANDARDS AFTER NUMEROUS REPAIR ATTEMPTS ARE MADE.

THE OTHER BODY OF THIS LEGISLATURE HAS SPENT MANY HOURS 

WORKING WITH REPRESENTATIVES OF AUTOMOBILE MANUFACTUR­

ERS, AUTO DEALERS, AND CONSUMER PROTECTION. MANY OF THE 

ROADBLOCKS WHICH PREVENTED MOVEMENT OF THIS LEGISLATION 

HAVE BEEN REMOVED. S T IL L , SOME SNAGS REMAIN. IT  IS THE 

INTENTION OF THIS COMMITTEE WORK OUT THOSE PROBLEMS TH A T 

REMAIN AND FINISH WORK ON THIS B ILL IN AN EXPEDIENT MAN­

NER.

QUESTIONS:



1. ON PACE THREE LINE ONE IT STATES A VEHICLE IS SUBJECT 

TO REPAIR THREE OR MORE TIMES. WHY THREE TIMES WHEN THE 

M AJORITY OF LAWS OF THIS NATURE IN OTHER STATES REQUIRES 

A VEHICLE BE REPAIRED FOUR TIMES ?

2. WHY IS IT THE MANUFACTURER OR DEALER HAS BEEN GIVEN 

THE RESPONSIBILITY FOR EXPLAINING THE PROCEDURE FOR RE­

FUND UNDER THIS SECTION ?

3. SHOULD A MANUFACTURER OR DEALER BE LIABLE FOR REFUND 

OF FINANCE CHARGES ON A MOTOR VEHICLE RETURNED UNDER 

THIS LAW ? WHY ? WHY NOT ?

4. (FOLLOW UP) WHY SHOULDN'T THE FINANCIAL INSTITUTION 

WHICH SUPPLIED FINANCING FOR A VEHICLE RETURNED TO THE 

MANUFACTURER BE RESPONSIBLE FOR PAYING BACK THIS FINANCE 

CHARGE ? WHY SHOULD TH IS IN STITU TIO N  BE EXEMPT ?
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WEPAKTME^T OF LAW

0FF/C5 O F  T H E  A T T O R N E Y  G E N E R A L

B ill Sheffield, Governor

POUCH K  -  STATE CAPITOL 
JUNEAU. ALA SK A  99311 
PHONE: 1907) 465-3600

February 28, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Alaska State Senate 
Pouch V
Juneau, AK 99811

Re: Committee Substitute for
House Bill 286

Dear Senator Eliason:

My testimony before this Committee this day can be 
concise and to the point: namely, that on behalf of the
consuming public in the State of Alaska, I urge you to now pass 
out, with "do-pass" recommendations, the ^ommittee Substitute for 
House Bill 286, known as the "Lemon Law'

I thank the Committee, and especially the Committee 
Chair, for the significant effort and time which has been spent 
studying this bill. It is worthy of note how much time this 
Committee gave to the important task of hearing public testimony, 
from industry representatives and from consumers all over the 
state.

In the final draft of this Committee Substitute it is 
also clear that the Committee has succeeded in its endeavor to 
refine the concepts of this bill to Alaskan needs; both the needs 
of our consumers and of our automobile dealers. The Committee 
has made reasonable accommodation to the interests of the 
manufacturers, attempting at all times to balance the interests 
of consumers, dealers and manufacturers. The balance reflected 
in this bill will further the underlying intent of this bill, to 
provide a strong new protection to the consumers of our State 
when they make the second largest financial investment of their 
lives, the purchas-. of a new automobile.

0 3 .C 5 L H



Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee

February 28, 1984 
Page 2

Nationwide, forty states are expected to have lemon 
laws by the end of the 1984 legislative sessions. Alaskans need 
this bill passed into law now. I would urge the Committee and 
all members of the Legislature to remember that should this bill 
be delayed from passage for another year, over 20,000 Alaskan 
consumers will purchase new vehicles in this state, without the 
much needed protections offered by the Lemon Law. Therefore, I 
urge the Committee to pass this bill out, and for each Committee 
member to voice strong support for its passage on the floor of 
the Senate.

Attorney General

NCG:vrb



MOTOR VEHICLE MANUFACTURERS ASSOCIATION
o f  th e  U n ited  S tates, Inc.

300 NEW CENTER BUILDING •  DETROIT, MICHIGAN 48202 •  AREA 313-872-4311 
1107 Ninth Street, Suite 1030, Sacramento CA 95814

PHILIP CALDWELL, Chairm an

V. J . ADDUCI, P re sid en t an d  C h ie f  E xecu tive  Officer

THOMAS H. HANNA, Sen io r Vice P re sid en t  March 30 1984

The Honorable John Cowdery 
Chairman, House Labor & Commerce Committee 
Pouch V, Room 210, Behrends Building 
Juneau AK 99811

i\

In particular, I am referring to page 3, section (g) which basically 
centers around the possibility of altering the industry-related Sales 
and Service Agreement between the manufacturer and dealer. Under this 
paragraph as written, a dealer would be encouraged to invest in little 
or no parts inventory and any parts could be ordered VIP air freight as 
they are needed. Obviously the shipping expense would end up in the new 
vehicle purchase price in Alaska.

This will not provide for a better "lemon law" statute in Alaska, 
rhe manufacturer does have the responsibility and liability under the 
jroposed statute for buying the car back if the four times or 30 days 
provision were not met for the same nonconforming defect, but having the 
LegicUature dictate in statute the contractual relationships goes far 
beyond the intent of this type of legislation.

In addition, section (j) on page 4, for all intents and purposes 
exempts the dealer or repairing agent from any responsibility for repairs 
under the express warranty. We feel this section either should be deleted, 
or additional language inserted. The manufacturer would be held totally 
responsible for the actions of the repairer or dealer. The manufacturer 
might as well do his own repairing rather than trust an independent 
franchiser if this language were to be left in the statute. The suggested

Re: Senate Bill 286, dated 2/29/84

Dear Representative Cowdery:

The Motor Vehicle Manufacturers Association would like to advise 
the House Labor & Commerce Committee that we are in opposition to SB 286. 
We do not find ourselves opposing the general concept of the "lemon car" 
provisions in the bill which provides for a mechanism by which the 
consumer can have a problem with his vehicle remedied in an expeditious 
manner. We do, however, find ourselves in opposition with sections of 
the bill which relate to the internal industry relationships between the 
dealers and manufacturers.

TWX NO. 710-822-9245 AUTOMAKERS WSH.
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language could include, on page 4, line 3, after the word "section:"

"except with respect to failure by an authorized dealer to 
properly effect preparation, installation of options or 
repairs when such preparation, installation of options or 
repairs would have prevented the occurrence of or cured a 
nonconformity."

These, along with several other areas, are provisions in the bill 
with which we have serious concerns. It is our understanding there will 
be further hearings on this issue and some proposed amendments will be
considered from the committee and others. We would like to keep in touch
with you and participate in these future hearings in Juneau.

Thank you very much for your consideration and we look forward to
working with the Committee on this issue.

James W. Austin 
Public Affairs Manager 
Pacific Coast Region

JWA/eb

Enclosure: SB 286, dated 2/29/84

cc: Members, House Labor ii Commerce Committee
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Lemon law: Automakers feel squeezed by Senate plan
By K.C. MOON 
Daily News reporter

egislators agree chances are 
\ good tha t A laska will have a 

so-called “ lem on la w "  th is  
H H y c a r ,  but some fear the bite of 
the consumer bill w ill be compro­
mised before it becomes law.

“ Lemon" is slang for a car that 
would have been b ette r off not built. 
A ttem pts at repair are fruitless.

No one — not even the most 
quality-conscious carm aker — denies 
such miscarriages occasionally end 
up in the hands of a not-so-prowd 
owner.

If SB 286 becomes law, auto m an­
ufacturers w ill be forced to give 
refunds to customers who unw itting­
ly bought a new car gone sour.

Under the bill, a new car Is 
labeled n lemon if it has spent 30 or 
more business d.-ys in the shop for 
repair of scrlou: -efccts, o r if m e­
chanics arc unable to fix the same 
defect a fter three tries.

""he law would cover only those 
enrs under w arranty  or less 

than a year old, whichever period 
ends first.

Those definitions are part of the 
bill passed unanimously Inst month 
by the Senate, which for m onths 
worked to reach a compromise be­
tween consumer and uuto interests.

Now the bill faces more molding 
in the House Labor und Commerce 
Committee.

The prim e issue isn 't w hether a 
refund should bo issued for lemon 

,cnrs, but how much of a refund.
The Sennte decided n lemon buyer 

should be able to get back the snle 
price of the car — plus the expense 
I

of financing the purchase.
Auto m anufacturers, represented 

by lobbyist Jim  Austin of the Motor 
Vehicle M anufacturers Association, 
do not feel th a t would be fair.

" I ’ve never seen a situation  where 
people don 't have to pay for the use 
of money,” Austin said. A refund 
including in te re s t charges w ould 
mean a consumer paid nothing to 
borrow the money to buy a car, he 
said.

Henry P ra tt, lobbyist for the new ­
ly formed A laska Auto Dealers As­
sociation, also would like to scratch 
finance charges from refunds. "When 
you buy som ething on credit from 
Sears and turn  it in for a refund, 
they don 't give you back the in terest 
you paid on it."

The consum er protection section 
of the A ttorney G eneral's office, 
which has vigorously pushed the 
bill, m aintains A laska's lemon law 
would be gutless if finance charges 
were not Included in a lemon car 
refund.

Scotty Dnwkins, auto Investigator 
tor the office, snid, "If Interest costs 
are not refunded, we’d just os-soon 
not have the b ill."

He said a consumer who financed 
the purchase of a $12,000 lemon car 
would lose more than $3,000 if his 
inliercst paym ent were not refunded. 
"H ow 's that consumer supposed to 
turn  around and buy another car to 
replace the lemon?" he asked.

Dawkins nlso said about 80 per­
cent of new cars sold In Aluska are 
financed by autom akers’ own financ­
ing progrnms. "If the auto Interests 
have their way, they would still 
moke money by selling lemons to

people."
Rep. Mike Miller. D-Juneau, th e . 

sponsor of the origional lemon-law 
bill, paid deletion of Interest for the 
price refunded would be "deb ilita t­
ing." ,

Sen. Richard Eliason, whose Sen­
ate Labor and Commerce Committee 
worked much of the compromises 
into the bill, doubts the Senate 
would accept a  law w ithout privi- 
sions for a full refund. "We wanted 
a strong consum er advocacy b ill."

Rep. John Cowdery, chairm an of 
the House Labor and Commerce 
Committee which now is considering 
the bill, said he has no philosophical 
objection to returning ,'ntcrest.

But he added: "If we decide to 
return (interest), I can forsee a tie-up 
as to how much interest we should 
refund. And I want th is bit) to mukc 
It through." •

M anufacturers and dealers arc at 
odds over a provision th a t would 
require autom akers to air-freight 
parts to Alaska dealers for warran- 
ty -rek ted  repairs.

It was Alaska dealers who asked 
legislators to odd the a ir  freight 
requirem ent. They suy without the 
provision they would have little 
leverage to convince autom akers to 
expedite shipm ent of parts.

Austin said, "This is something to 
be worked out between us and the 
dealers. It doesn’t have to involve 
the legislature.

"W e'd have to n lr-frc igh t the 
parts anyw ay," he said. “The 30-day 
repair clock Is running ngnlnst us, 
not the dealers. We're the ones who 
have to sign the refund check."

' Dawkins said the air-freight re-

. 4 ^

f t .

v.

quirem cnt should stay. "Most m anu­
facturers air-freight parts to every 
other sta te  in the union, including 
Haw aii." he snid. "1 can sec no 
reason A laskans shouldn 't get the 
same treatm ent."

Another part of the bill under 
dispute is the three rcpalr-attem pt 
cutoff for defining a lemon. Auto 
interests m aintain that should be 
Increased to four uttcn\pts.

Auto interests nlso oppose a re­
quirem ent that they notify car buy­
ers of rights under the lemon law.

C ow dcry 's com m ittee  now  is 
faced with the challenge of com plet­
ing a compromise agreeable to three 
interests — Mint of consumers, deal­

ers and automakers.
"I 'd  expect we'll pass it out of 

committee w ithin 10 days," he said. 
"B ut 1 want to m ake sure it's in a 
form where it won't get tied up on 
down the line."

If Cowdcry's committee docs pass 
the bill out, it would go to House 
R 'lc s  Committee for scheduling a 
vote on the House floor.

If ihe House amends the bill, the 
law would be considered by a joint 
conference committee of House and 
Senate members before going to the 
governor's desk.

Perhaps the last public hearing on 
the bill will be held Wednesday 
morning by House Labor nnd Com­
merce.
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By K;-C. MOON 
Dally NeWs reporter

Alaska auto dealers are at Under the bill, a; n e w  car 
o d d s - w i t h *  carmakers j’bverj that spends six weeks.of its 
w h o  should-'pay.-fof fastvShip-‘ first year in the t shopis; a,

r l - l y  J  Vi ; I - if™ ; • r . ' ; V
-v;' ”!v 4il •

weeks for land or sea ship­
ment..

ping ;of parts needed for war- "lemon’.’ and must be bought 
ranty repair work.]; b

parts. If a lack of'parts 
lengthened repair time, it 
could cause'. t h e 1 buy-back 
provision to be i n v o k e d . '‘ y 

•If • forced to buy back a 
lemon, manufacturers and 
dealers said,; they should not

T h e  conflict'Surfaced'Tues-j The bill unanimously, pass- have to refund interest paid
day during a statewide’tele-' ed the Senate last month. . by consumers w h o  borrowed
conference on  ' a proposed The arguments by. auto in-.- m o n e y  to m a k e  the purchase,
"lemon law1." The! law.3,would tejests, took up most of the. They said1 they /.should only, 
require auto manufacturers to two-hour committee ,hea’ring. have to repay the sale price,
buy back n e w  cars that defy ; Only one consumer grovtjrtes-,;v  Consumer interests, led by. 
repair:; jhl-7 • .'*? .V; ui.y^tified/before-the*hearingJend-V/:'the consumer protection ’ sec- 

T h e  bill is the subject! of a ed. It will continue today.^ffi-^tion/oif the attorney general’s 
. . “ fii./wi'— Mii.Miu: One Anchorage cat 1 dealer. J  office,V disagreed. They say

said*;' that ̂ Without *th'eyaliv.& interest charges are a big por- 
freigHt'; 'req u Irem en tj'lau t6-/tio ii of car payments in the 
makers would’,not -have&to.v- first year

series of’"hearings'vby".the 
H ouse Labor3. and<t C o m m e r c e’ 
Committee^ A provision of it 
would force... automakers I. to 
pay air freight'on parts deal-1 
ers need to fix a car under 
warranty. /
{•; Jim Austin, lobbyist for 
the Motor Vehicle. Manufac­
turers Association, .asked the 
committee to delete the provi­
sion. H e  said the air freight 
issue shouldL.be worked out 
between the dealers and m a n ­
ufacturers — jnot by the-legis- 
lnture. ; If v 

Alaska dealers want- the 
provision in ith(Ybill. Without 
it; they saj^,1 dcalers’or their 
customers woujd be forced to 
pay the extra costs of air 
freight, or wait two to six

and,should be in-
expedite the’ s h i p m e n t”of eluded in the refund.

• • ■ fKi- ryi. .-W v .



Bill Sheffield, Governor

DEPARTMENT OF LAW

OFFICE OF THE ATTORNEY GENERAL
POUCH K -S T A T E  CAPITOL 
JUNEAU. A LA SK A  99811 
PHONE: 19071465-3600

February 28, 1984

The Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee 
Alaska State Senate 
Pouch V
Juneau, AK 99811

Dear Senator Eliason:

Re: Committee Substitute for
House Bill 286

My testimony before this Committee this day can be 
concise and to the point: namely, that on behalf of the
consuming public in the State of Alaska, I urge you to now pass 
out, with "do-pass" recommendations, the Committee Substitute for 
House Bill 286, known as the "Lemon Law".

I thank the Committee, and especially the Committee 
Chair, for the significant effort and time which has been spent 
studying this bill. It is worthy of note how much time this 
Committee gave to the important task of hearing public testimony, 
from industry representatives and from consumers all over the 
state.

In the final draft of this Committee Substitute it is 
also clear that the Committee has succeeded in its endeavor to 
refine the concepts of this bill to Alaskan needs; both the needs 
of our consumers and of our automobile dealers. The Committee 
has made reasonable accommodation to the interests of the 
manufacturers, attempting at all times to balance the interests 
of consumers, dealers and manufacturers. The balance reflected 
in thi bill will further the underlying intent of this bill, tc 
provide a strong new protection to the consumers of our State 
when they make the second largest financial investment of their 
lives, the purchase of a new automobile.

03-C 5U H



Honorable Richard Eliason 
Chairman, Senate Labor and 

Commerce Committee

February 28, 1984 
Page 2

Nationwide, forty states are expected to have lemon 
laws by the end of the 1984 legislative sessions. Alaskans need 
this bill passed into lav/ now. I would urge the Committee and 
all members of the Legislature to remember that should this bill 
be delayed from passage for another year, over 20,000 Alaskan 
consumers will purchase new vehicles in this state, without the 
much needed protections offered by the Lemon Law. Therefore, I 
urge the Committee to pass this bill out, and for each Committee 
member to voice strong support for its passage on the floor of 
the Senate.

Attorney General

NCG:vrb



SEEKINS FQRB-UNCBLMBCURY, INC.
1625 Old Steese Highway Telephone (907)452-1991 

FAIRBANKS, ALASKA 99701

April 3, 1984

John Ringstad
Alaska State Legislature
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear John:

I The Fairbanks dealers of the Alaska Automobile Dealers Association 
I recently met and considered Senate Bill No. 286, as passed through 
1 the Labor and Commerce Committee and adopted by the entire Senate 

(The Lemon Law).

Although we had opportunity to give some input into the Committee 
we still have changes we would like made before it passes the 
House. Since you are on the Labor and Commerce Committee, I have 
been deligated to explain to you what changes we would like to see 
and our supporting rationale on an item by item basis. I hope to 
be able to do so in such a way that it's obvious we are not trying 
to water down the bill but rather to make it even better.

In order to show you exactly what we suggest, I have prepared a 
draft, enclosed with this letter, and also have enclosed a marked 
copy of the Senate Bill showing those areas we have addressed.

We specifically object to any statement or inference which might 
mislead anyone into believing that dealerships are "agents" of 
manufacturers or distributors. We absolutely are not "agents" of 
the manufacturer or distributor. We have sales and service 
agreements (contracts) with manufacturers or distributors which 
specifically outline our respective relationships. I have enclosed 
a copy of page 14 of the Ford Sales and Service Agreement under 
which_ this dealership operates. Notice that paragraph 14
specifically addresses this concern and absolutely supports our
arguement. Therefore, we feel it necessary to make a distinct 
difference between "dealers" and "repairing agents", which will be 
evident in our suggested changes.

With that out of the way, let me address each concern on an item 
by item basis.

Page 2, line l...add "dealer or" just prior to "repairing
agent". This request results from our earlier
discussion.



Page 2, lines 11 & 12...remove (30 days or more) and add
"within 30 days11. We fee3. there should he a time certain 
under which this process should begin. In it's present 
form, the customer could wait for months or even years 
before claiming the refund- To leave it open-ended would 
be unfair to the manufacturer.

Page 2, lines 13, 14. 15 & 16...Delete this entire section. 
We can not fir.a any other industry, in any other state, 
which is required to give the purchasers of it's 
merchandise a notice that explains how that buyer can 
bring legal action against it.

Page 2, line 23...add "dealer or" just prior to "repairing 
agent".

Page 2, line 25...add "dealer or" just prior to "repairing 
agent".

Page 3, line 1...delete (three) and substitute "four". This 
is the number used in ALL other similar legislation 
nation-wide.

Page 3, line 25...delete (or repairing agent) and add, in 
it's place, "in the state". We do not believe "repairing 
agents" should be in the sales business and we would 
just as soon see the vehicle leave the state.

Page 4, lines 4 & 5...delete (sold in the state shall
maintain repair facilities or authorize repairing 
agents) and replace it with "who authorizes the sale of 
their motor vehicles in the state shall maintain 
authorized dealership facilities". First, we don't feel 
any manufacturer or distributor should be required by 
law to supply repair facilities in the state, either 
through dealerships or repairing agents, unless their 
vehicles are authorized for sale in the state. Secondly, 
we don't want legislation which would infer that any 
manufacturer or distributor was either required by or 
allowed by state law to step around the normal 
dealer/manufacturer relationship and maintain their own 
repair facilities in Alaska, either in lieu of or in 
addition to those which we are required to maintain in 
order to be authorized dealers. We feel the wording 
presently in the Senate version would open that door.

Page 4, line 28...Insert "or entity" between "person" and 
"who". Most of us operate as corporations and would feel



more comfortable with this insertion.

Page 5, line 1...Insert "warranty" just prior to "repair". 
This is for obvious reasons since this is a bill 
referencing just that, warranty repair.

Page 5, line 3...Insert "or entity" between "person" and 
"who". Same reasoning as above.

Page 5, line 12...Delete (and accrued finance charges;). The 
owner has enjoyed the use of the vehicle for a specific 
time, chose to finance the vehicle rather than pay in 
full for it at the time of purchase, has probably 
written these charges off on his income taxes and, for 
these and other sound reasons, we feel would not fairly 
expect to have them refunded.

Page 5, line 13...Insert "or entity" between "person" and 
"who".

Page 6, line 3...Substitute "five" for (seven). We believe a 
seven year straight line depreciation unfairly burdens 
the .uanufacturer. Standard depreciation within the 
industt- for the first year of ownership is 2.5% per 
month. We feel five years on a straight line basis is 
more than fair to the owner and urge you to adopt this 
shorter period of time.

Page b, line 8...Delete (includes a dealer or other person)
and substitute "means a person or entity, other than a 
dealer,". This change in definition helps accomplish the 
differentiation between dealers and repairing agents and 
is consistent with the contractual relationships we have 
with our manufacturers or distributors.

Additionally, we have, in our enclosed draft, re-arranged the 
definition section in a more logical and sequential order. This 
was done simply for easier comparison in our local discussions but 
may be something which you may wish to consider.

The one portion we do NOT want changed in any manner is section
(g> on page 3. We definitely believe this section alone will do 
’-..uch to mitigate current problems experienced by Fairbanks
dealerships in administering warranty repairs and will avoid many 
future problems. This section will do the most for the owner by 
keeping us dealers from being caught between the manufacturers or 
distributors and the owners.



With these changes, we feel we can whole-heartedly support this 
bill as a dealer body.

We look foreward to your positive actions regarding our requests 
and carrying this legislation into action. The Fairbanks dealer 
body is willing to discuss any portion of this legislation with 
you at any time and would like to do so if you are in Fairbanks 
any time in the near future.

I am sending an identical letter to Niilo Koponen since he is on 
the committee with you.

Thank you for your time and consideration.

Sincerely,

j-LINCOLW-MERCURY, INC.

ialpiji C. Se'ekins 
President

cc: Fairbanks Dealer Eody

enclosures



Dear John,

Regarding our phono conversation of April 2 regarding Senata Bill 286 offered 
on February 29, the following are requested changes that the Dealer's Association 
would like to see. I feel confident that with these changes the Association would 
give you their full support for the passage of the bill.

* Page 1 line 12 should read "it and the owner of the vehicle reports 
in writing the defect or condition to the*

* Page 2 should have lines 13, 14, 15 5 16 deleted in their entirety.

* Page 3 line 1 should read "(1) the same nonconformity has been 
subject to repair four "

* Page 4 line 23. should read "of (b) of this section concerning Tefurid 
or (1) of this section,,."

* Page 5 line 11 should read "fees, transportation fees, dealer prepar­
ation, and dealer installed options." PLEASE NOTE WE DELETED THE PHRASE
"and accrued finance charges;"'

* Page 5 line 20 we would like to change to read "tractor, farm vehicle, 
motor home or a vehicle designed.......," (John, we're open on thia one.)

We have indicated any word or phrase changes by underlining for clarification. 
John, if you need any additional information or clarification I would be pleased to 
discuss it with you personally,.or-you may wish to apeak with Doug Hulen or Henry 
Pratt. I'm sure Henry will be in touch with you.in the near futuro.

Appreciate any assistance you- may provide.

Sincerely,
UNIVERSAL MOTORS^ INC. 

ri c

RLStdb 821 Eau 5th Avenue ♦ AnchorageF&fall^S^bl •  (907) 279-8508

April 4, 1984

The Honorable John J. Cowdety 
Chairman, House Labor & Commerce Committee 
House of Representatives 
Pouch V
Juneau, Alaska 99811



If a new vehicle does not conform to an express warranty, the 
manufacturer must make the necessary repairs. No time limitation is 
mentioned in this section. It merely requires the manufacturers to honor 
their own express warranty for whatever term they give it (1 to 5 years, 
or by mileage limits).

Subsection (b)

If the manufacturer is unable to repair a nonconformity vehicle within 
one year, the manufacturer must accept the return of the car and shall 
refund the full purchase price to the '•rnsumer.

Subsection (c)

This section clarifies exactly how and when a consumer must give notice 
to the manufacturer that the consumer believes he or she has a lemon car 
for which a refund is requested.

Subsection (d)

This section, following the lemon laws in the states of Massachuesetts 
and California, requires the manufacturer to deliver some type of 
explanation to all new owners of vehicles about their rights under the 
lemon law.

Subsection (e)

This section states that an owner may not receive a refund if the 
manufacturer can show that the nonconformity does not impair the use or 
value of the vehicle or that the nonconformity is the result of 
elteration or abuse by the owner or a person other than the repairing 
agent.

Subsection (f)

A vehicle is considered a "lemon" if the same nonconformity has been 
subject to repair fo«V or more times within a one-year period or if the 
vehicle has been in the repair shop for a total of 30 or more business 
days during the one-year period.

Subsection (g)

A manufacturer must provide its dealers with any part necessary to make 
repairs of a nonconformity covered under the warranty as soon as 
reasonably possible without additional charge for freight or handling.

Section Analysis of CSSB 286 (2/23/84 version)

Subsection (a)



Subsection (h)

Under this subsection, a manufacturer who fails to refund the purchase 
price of a "lemon" is "presumed to have committed" an unfair trade 
practice. "Presumed to have committed" sets out a legal presumption 
which the manufacturer can then rebut by showing the courts that the 
manufacturer had some valid reason (when applicable).

Subsection (i)

This subsection states that when a "lemon'1 is resold, a full disclosure 
of the reason for the return must be made to the prospective buyer.

Subsection (j)

This bill does not limit the rights of a vehicle owner as stated in other 
provisions of law.

Subsection ( k)

This subsection requires manufacturers to retain repair facilities within 
the state, able to service the vehicles they sell.

Subsection (1)

Once a "lemon" car has been returned to the manufacturer for a refund, 
the manufacturer must compensate the owner for all reasonable costs which 
the owner incurred in shipping the vehicle back and forth from the 
nearest authorized repair facility for warranty service.

Subsection (m)

This subsection allows the manufacturer to use any arbitration or 
mediation process, even if the manufacturer has not set up in advance a 
Magnuson-Moss type (16.C.F.R. 703) informal dispute settlement procedure. 
In all cases, the attorney general must approve the process and the 
arbitration decision must be binding on the manufacturer but not on the 
owner. This subsection insures that as many of these lemon law disputes 
as possible will stay out of the court system, and that both consumer and 
manufacturer will be encouraged to use informal settlement processes.

Subsection (n)

The definition section outlines the specific meanings of terms used in 
this legislation. Note should be taken of the following definitions:

Subsection (a) (4) - "full purchase price" includes all fees paid at 
the time of the sale, including finance charges.

Subsection (n) (6) - "motor vehicle" includes land vehicles with 
four wheels "normally" used for personal, family or household 
purposes.



Subsection (n) (9) - "resonable allowance" is set at a sum which
will include no more than straight-.1 ine depreciation figured over 
seven years, plus, when applicable, an amount for depreciation in 
value of the vehicle caused by neglect or abuse by the owner.



Bill Sheffield, Governor

DEPARTMENT OF LAW

OFFICE OF THE A TTORNEY GENERA L
POUCH K -S T A T V  CAPITOL 
JUNEAU, ALASKA 99311 
PHONE: 19071 <65-3900

January 31, 1984

The Honorable Dick Eliason 
Chair, Senate Labor and Commerce 

Committee 
Alaska State Senate 
Pouch V
Juneau, AK 99811

The Office of the Attorney General takes the position
that it supports and urges the Legislature to adopt the proposed 
"Lemon Law" before it.

My decision to support this bill is based on the reali­
ties of the automotive industry. Today a consumer's purchase of 
an automobile is the second largest purchase, next to a home, 
made throughout the consumer's lifetime. In Alaska, where con­
sumers pay the highest retail prices for automobiles of anywhere 
in the United States, new, basic automobile prices start at 
$7,000, and quickly mount to $12,000 or $15,000. Consumers 
reasonably expect to be able to use and enjoy these automobiles 
for five to ten years after their purchase, and if sold earlier, 
to be able to recoup a reasonable portion of their purchase price 
upon resale.

The Lemon Law before you merely addresses how the manu­
facturers are required to perform upon the express warranties 
that they themselves offer to consumers as part of the inducement 
to buy their vehicles. The mass-marketing of automobiles puts 
heavy emphasis on warranties. We can estimate that the cost of a 
new car warranty, which is rolled into the sale price of a 
vehicle, is as much as $500 to $1,000 on every new car.

Across the nation, numerous states have recognized the
need to address this problem of consumer warranties. Within a 
year after the first lemon laws were passed in Connecticut and 
California, 16 states had passed similar statutes. By the end of 
this legislative session there may be. 25 states with lemon laws. 
Ti is indicates national recognition of a problem, namely, con­

Re: Committee Substitute for
SB 286 "Lemon Law"

Dear Senator Eliason:



Senator Di;k Eliason 
Chair, Senate Labor and 

Commerce Committee

January 31, 1984 
Page 2

sumers' inability to obtain adequate redress under the warranties 
that they purchase as part of their vehicles, and a need to re­
store consumer confidence and manufacturer responsiveness in the 
new car market.

I support the "lemon law," not only for these general 
reasons, but as a fitting answer to problems in the Alaskan new 
car market. For many Alaskans, as soon as they take a new 
vehicle, wherever purchased, more than a few miles from the four 
major cities, they have rendered the warranty portion of their 
vehicle purchase useless. Very few Alaskans living outside major 
cities ever receive any benefit for the warranties that they 
purchase.

Even those Alaskans who can get their ailing vehicle to 
a manufacturer's authorized repair facility (dealership) are 
often met with inordinate delays due to the nonavailability of 
parts, the shortage of repair personnel or facilities, and at 
times, additional expenses incurred through the need to supply 
their own alternative transportation while their vehicle is being 
repaired or parts are being shipped.

Alaskans have more reason to complain against the manu­
facturers than anyone else in the country, since it is apparent 
through the experience of the staff in my consumer protection 
office, that the major manufacturers consistently discriminate 
against Alaskan consumers and dealers. They provide less backup 
to our dealers and service to our customers on their warranties 
than to residents of other states. This discriminator}! treatment 
is especially grievous in light of the huge volume of sales made 
by these manufacturers in out state. This type of discrimination 
by manufacturers against Alaskans can be seen in these facts:

A. Despite the fact that many of the highest volume- 
selling dealerships in the country are in Alaska, until a 
few months ago not a singl? manufacturer authorized even one 
service representative employee to be stationed in the state 
of Alaska, nor travel here more than once every six to eight 
weeks :Ln order for a service representative to review con­
sumer warranty disputes and to authorize major warranty re­
pairs. (Without this authorization dealers cannot satisfy 
their own customeis, or else run the risk of not being 
compensated for their warranty work.) These same manu­
facturers have numerous employees in the state to deal with 
the financing and selling of these vehicles but none to deal 
with the warranties.
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B. Several of the major manufacturers are willing to 
airfreight, at their own expense, necessary parts for 
warranty repairs to 49 of the 50 states including Hawaii, 
when the dealer does raot have a part readily available. The 
one state where the manufacturer insists that the consumer 
must pay to have a part airfreighted if he/she does not wish 
to wait for surface freight is Alaska.

C. Despite the fact that many of the vehicles sold to 
Alaskans are used in remote parts of the state where the 
residents do not have access to the few dealerships, and 
despite the fact that the manufacturers have programs on 
their corporate books for designating independent repair 
shops as authorized repair facilities, as they do all over 
Europe, no manufacturer has ever authorized a shop anywhere 
in Alaska to be designated as an authorized repair facilitj 
for those consumers who cannot reach a dealership.

D. Many of our dealerships have often complained that 
the manufacturer does not adequately reimburse the dealers 
for their labor on doing warranty work, refusing to take 
into account the higher cost of doing business in Alaska and 
therefore a need for a higher reimbursement level.

E. In many other parts of the country manufacturers 
have set up "AutoLines" or other types of consumer complaint 
handling programs, but despite the fact that several major 
manufacturers state in their warranty booklets that such 
programs are available to Alaskans, to this date not a 
single manufacturer has set up a consumer complaint handling 
program in the state of Alaska.

I wish to emphasize that I understand that our Alaskan 
dealers are often caught in the middle between their unhappy con­
sumers and their manufacturers. We know that the Alaskan dealers 
do not always sell all. the cars that they are being asked to ser­
vice, and we also understand that dealers do not wish to jeopard­
ize their relationship with the manufacturer. However, we know 
that every franchise dealership takes on both the benefits 
inherent therein and the burdens, su :h as the requirement to 
honor the manufacturer's national warranties for all vehicles 
which come to their facility. In addition, we know that if 
prodding s, recalcitrant manufacturer to fix a problem car is 
difficult for the dealer, that difficulty is magnified ten-fold 
for the consumer. This bill should help our local dealers, not 
hurt them, as it should help them to better service and satisfy 
their own customers.

ry n r\ r\• i ♦ /  T
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It is my understanding that the National Automobile 
Manufacturers Association does not oppose the passage of a lemon 
law in our state and in other states. Many consumers appeared 
last year at public teleconferences to testify tu the need for a 
lemon law. Alaskan consumers continue to have numerous problems 
with manufacturers. For example, since late December when a 
Federal Trade Commission consent judgment with General Motors 
over several major defects was settled, over 350 Alaskan con­
sumers have contacted my consumer protection office to say that 
they have suffered economic harm due to one of these defects and 
would like to seek redress.

The concept of a lemon law is one my office supports 
because whether or not we have lemon law statutes, consumers and 
their attorneys are bringing "lemon" lawsuits against the manu­
facturers over what they allege to be defective autos. With the 
lemon law in place, the manufacturers, the consumers, and the 
courts have clear standards to apply as to what is a "lemon", 
what is a reasonable number of attempts or time period for repair 
of a vehicle, how a consumer should be compensated, and what type 
of notice the consumer should give the manufacturer before de­
manding a refund or replacement. A lemon law clearly places the 
obligation to provide a refund or replacement upon the manu­
facturer, but only based upon the express warranties written by 
the manufacturer itself.

A lemon law actually saves the public time and money, 
as consumers are required to go to informal mediation and arbi­
tration procedures before they run into court. Statistics around 
the country show that 95 to 98 percent of the cases get settled 
at these levels and will never reach the courts. The clear 
guidelines of the lemon law provide a backdrop for the settlement 
and arbitration proceedings. Without these guidelines, consumer 
willingness to settle in mediation or arbitration would be 
greatly diminished, as the consumer and manufacturer would both 
jockey for the "best" position.

Eighteen other states have enacted a lemon law. It is 
clear that Alaskans pay more than any other residents in the 
United States for their new automobiles, receive in many 
instances less value from their warranties, and are probably most 
deserving of a well thought out lemon law establishing clearly 
their rights and responsibilities vis-a-vis the manufacturer.

i o  ^
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t • i Therefore I urge this committee and the rest of the 
Legislature to duly pass out the lemon law.

NCG:CJS:vrb

Norman C. Gorsuch 
Attorney General
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Senator Richard I. Eliason
Chairman, Senate Labor & Commerce Committee
Pouch V
Juneau, Alaska 99811 

Dear Senator Eliason:

The new draft of a proposed committee substitute presently before 
you is the result of the efforts of my staff and the 
representative of the Alaska Automobile Dealers Association to 
refine the bill so as to better accommodate the needs of the 
Alaskan automobile dealers who will, of necessity, be affected by 
this bill's passage.

Also, with apologies to the committee, and recognising all of the 
prior hard labor that has gone into this bill, as these new 
amendments were added to the bill, in order to maintain clarity, 
we took the liberty of streamlining the language somewhat, most 
of which was done by removing some clauses which were repeated 
throughout the bill, and incorporating them instead into the 
definitions section. Therefore, I would urge that anyone looking 
at this new committee substitute first read the definitions.

I would also start my analysis of this draft with a discussion of 
the definitions. There are now twelve.

First of all, we have included a definition of "dealer" to 
include only those persons or legal entities holding franchises 
or retail sale authorization from the manufacturers.

"Distributor" and "manufacturer" have been carefully defined to 
make it clear that the manufacturer runs the factory producir.g 
the cars, and the distributor is someone in the distribution

Re: C.S. for Senate Bill 286, 
incorporating suggestions 
of Alaska Automobile 
Dealers Association

I.
DEFINITIONS
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chain who has the manufacturer's authorization to make wholesale 
sales of the vehicles.

"Express warranty" has been defined to mean the express written 
warranty, so that this term did not have to be included 
throughout the bill.

'̂ Full purchase price" has been defined to include most of the 
ollateral charges taking place at the time of the sale, 

^'Jrncluding any already accrued finance charges. (The committee 
members should note; both the Automobile Dealers Association and 
the manufacturers' representatives oppose the inclusion of 
finance charges, but it was my understanding that the committee 
wanted finance charges included.)

"Motor vehicle" has been limited to land vehicles, that are 
purchased primarily for personal-type use. Also, the definition 
excludes several categories of vehicles normally thought of as 
off-road or farm vehicles.

An important new definition is of "nonconformity."
"Nonconformity" is a defect or condition which substantially 
impairs the use or market value of a vehicle and we moved this 
language from page 1, ), into the definition section, so as to
streamline the many £ .jes in the bill where this term occurs.
The intent of nonconformity has not changed from prior bill 
drafts, although the definition more clearly states that the type 
of nonconformity covered by the bill is only one caused by a 
manufacturer, distributor, authorized dealer, or repairing agent, 
and not any nonconformity caused either by the consumer or some 
third party or circumstance. This was an important change in the 
mind of the dealers' association which I thought could be 
accommodated without any harm to the consumer interests.

The definitions of "owner," "substantially impairs the market 
value," and "substantially impairs the use" have not been changed 
since previous drafts.

However, debate is still going on over "reasonable allowance." 
"Reasonable allowance" is to be the amount deducted from a return 
or replacement of a vehicle for the owner's use. The dealers 
felt quite strongly that we should delete the language saving 
that there would be no deduction for the owner's use arter tlie 
very tirst report of anv nonconformity to the manufacturer or~ 
dealer7! I agreed to this, but wish the committee to be aware of 
it, and to alter this decision if it is your desire. Also, the 
committee should make a final policy choice on how "reasonable 
allowance" would be calculated. The Automobile Dealers
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Association very strongly wishes it to be tied to the IRS method 
of depreciation, which at this tine is a 3-year depreciation. 
Their less-favored alternative is a 5-year straight line 
depreciation. On the other hand, our office's auto investigator, 
Scotty Dawkins, tells me that the average age of vehicles on the 
road in America today is 6.9 years, from which he and I both 
derived the idea that from a practical use standpoint, perhaps as 
opposed to a market value concept, the life expectancy of a 
vehicle should be around seven years, and that should be the time 
period for the depreciation deduction. (If a consumer drives a 
vehicle for 11 months out of the first 12 of the warranty, but at 
the end of that time still has unrepaired nonconformities, the 
consumer should not lose more than approximately l/7th of the 
purchase price of the vehicle when trading it in, certainly not 
as much as 20% [l/5th] or even 33 1/3% t1/3rd]). However,"the 
manufacturers' and dealers' representatives disagree strongly 
with the seven year method.

A new definition the committee has not previously seen is that of 
"repairing agent." A repairing agent is either an authorized 
franchise dealer or some other person who has been specifically 
authorized to do warranty repair by a manufacturer or 
distributor. The attorney for the dealers' association and 
myself felt that this definition was necessary to bring within 
the act those independent repair facilities who are sometimes 
authorized by a manufacturer to do warranty repairs, and who 
could cause problems in the chain of events causing a "lemon" 
vehicle. In addition, if the sections of the bill requiring the 
manufacturers to expeditiously ship warranty parts to Alaskan 
dealers passes, a repairing agent authorized by the manufacturer 
should also be able to get the parts quickly without extra cost 
to the repairing shop or the consumer. "Repairing agent" is 
definition 10 on page 6 of this draft.

II.
SUBSTANTIVE PROVISIONS OF THE BILL

The analysis returns to the beginning of the bill. Uhile working 
on the bill, it seemed that the first two sections of the bill,
(a) and (b), contained some fairly confusing language.

Basically, paragraph (a) merely requires manufacturers to live up 
to their warranties by attempting to repair vehicles. Therefore,
at page 1, line 12, it was important that we clarify that in
order to receive warranty repair service, the consumer needs 
merely to "report" the nonconformity either to the manufacturer
or to an authorized dealer. This is not the section where a
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procedure for written formal notice is necessary, but oral notice 
or talcing the car to the dealer's shop should be sufficient 
notice. Also, at line 15, the word "original" has been inserted 
to make it clear that the one-year period covered by this bill 
starts with delivery to the first owner, even though a subsequent 
owner might file a claim under the bill.

Subsection (b), starting at page 1, line 18, is the section of 
tFe bill which requires a refund or replacement for nonconforming 
vehicles. You will note that wherever the word "defective" 
appeared, it has been replaced with "nonconforming." This was 
considered important by the dealers' association and, I believe, 
is to the benefit of consumers. (In product liability law, it is 
very difficult to prove that a vehicle is "defective," and 
therefore it is better to stay within the language of the statute 
and just talk about "nonconforming" vehicles.)

Also, you will notice i.< subsection (b) at line 21, that instead 
of setting out the substantive definition of nonconformity, the 
definition is incorporated by reference. This greatly helped the 
flow of the language of the rest of subsection (b).

At page 1, line 24, you will note that the words "full purchase 
price are no longer followed by "including all collateral 
charges." This is because the term "full purchase price" has 
been defined in (m) so as to include most collateral charges 
incident to the purchase. In line 26 again, the word "original"
is inserted before "owner" to make it clear that the allowance
for use runs from and covers all use from when the vehicle was 
delivered.

The rest of the charges on page 1, 1/nes 26 through 29, and the
top of page 2, lines 1 and 2, we?~e made at the suggestion of the
dealers association to properly cover the interests of 
lienholders on vehicles. Lines 26 to 28 are not new, but page 1, 
line 29, through page 2, line 2, now mandate that in the case of 
a refund, the manufacturer would first extinguish the interests 
of all lienholders of record, and only then pay the remaining 
amount to the owner. A consumer could of course go out and 
arrange for a new loan to finance the purchase of a new car, so
that the consumer is not hurt by this language.

Page 2, lines 3 through 20. This is a new subsection (c) which 
significantly modifies the bill's operation, and deserves the 
committee's close attention. Ilany debates have gone on in 
committee, also between various persons discussing the bill with 
me, as to exactly how, when, and where consumers should have to
give written notice to the manufacturer about a "lemon" car.
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Finally, I wrote this new subsection (c), which the dealers' 
association representative approved, to set out exactly how the 
consuner has to give notice. This nay seen nore fornalistic than 
the general reference to "report" made in the previous bill 
drafts, but in fact it would probably create less work for 
lawyers and courts to have the notice provisions clearly spelled 
out. (Also renenber that should a consumer somehow fail to make 
the notice required by this bill, they still have other legal 
causes of action against the manufacturer for a lemon car, just 
not the provisions of this bill.)

New subsection (c) states that before consumers can claim a 
rerund. or replacement, they must mail to both the manufacturer 
and to the repairing dealer, within 60 days rron when their 
express warranty or the one-year period from delivery terminates, 
a written notice. The notice must contain three pieces of 
information: (1) the fact that the vehicle has nonconformities 
which are reasonably described, (2) the fact that either the 
manufacturer, distributor, dealer or repairing agent have made a 
reasonable number of attempts to conform the vehicle, as those 
terms are used already in the bill, and (3) that the owner will, 
on the 30th day after the mailing of the written notice, demand a 
refund or replacement of the vehicle.

(This new section could be inferred to give the manufacturer and 
dealer yet another 30 days to satisfy the consumer by making one 
last attempt to fix the vehicle. If the consumer is still 
willing to work with the manufacturer and dealer, this is good.
If, however, the relationship has become so strained that the 
consumer sends this notice and docs not wish to allow any more 
repair, this is another outcome that the manufacturers will have 
to work to avoid in how they run their warranty system. Under 
this section, the manufacturer has still had the 30 business days 
during the first year to make repairs, or the four attempts to 
cure nonconformities per subsection (f).)

Subsection (d) is also a new section which goes along with the 
formalistic notice requirements of subsection (c). Basically (d) 
requires the manufacturer to deliver to every original owner" a 
brochure explaining the Alaska lemon law, and how a consumer can 
use it.

Subsection (e) is the old subsection (c) from the previous draft. 
The language has been changed slightly at page 2. line 21 so that 
instead of saying that the manufacturer has a "affirmative 
defense" to a consumer's claim, it now reads that the consumer 
will not be entitled to a claim for refund or replacement if, as
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set out at line 23, the manufacturer or the distributor "shows" 
that the nonconformity complained of does not impair use nor 
market value or is the result of a consumer's abuse or neglect. 
The dealers' representative and I agree that this new revision 
better sets out for all parties involved, including arbitrators 
and the courts, the fact that it is the manufacturer's duty to 
counteract a consumer's claim for refund by bringing up these two 
defenses.

Starting at page 2, line 30, subsection (f) is the old subsection 
(d), which sets out what is going to be the legal presumption 
about a reasonable number of attempts to repair a vehicle under a
warranty. This language has stayed basically the same, with some
clarifying amendments and the addition of words such as
"original" owner. On page 3, starting at lines 2 through lines
13, we broke the two conditions for a lemon into subparagraphs 
for clarity of reading.

The committee should note in subparagraph (f)(2), page 3, lines 7
to 13, that we deleted the language previously at page 3, lines 7
through 9, which excluded from the one year period any time 
during which repair services were not available to the ov/ner for 
reasons not the responsibility of the owner. (The dealers' 
representative and I discussed this at great length, and decided 
that if the intent of the deleted lines was to extend the 
consumer's warranty by every day that the car was in the shop, 
that there was really no need to do this in the case of a lemon
car, because the consumer was going to be demanding a refund or
replacement. I agreed that this term did not really seem 
necessary in light of the other consumer remedies in this bill.)

Page 3, line 14, subsection (g) , is a nev/ section, inserted 
specifically to meet the concerns of Alaskan dealers. This" nev; 
subsection requires manufacturers to ship needed warranty repair 
parts in as quick a manner as reasonably possible at no 
additional freight charge, if the Alaskan dealer does not have a 
part in inventory. (This section only covers serious 
nonconformities as defined in the statute, so it would not 
require a manufacturer to air freight every brake light or 
windshield wiper, but only parts necessary to cure substantial 
nonconformities.) I believe that this would be a great benefit 
to Alaska consumers and dealers, and I urge the committee to 
adopt this language. However, I am sure that the manufacturers' 
representatives may have some disagreement with this stance.
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Page 3, lines 21 through 24, subsection (h) , has stayed basically 
the sane, and basically makes it an unfair trade practice to 
refuse to replace or refund the motor vehicle when the 
manufacturer is required to do so. An addition is to make it 
also an unfair trade practice for a manufacturer to refuse tc 
reimburse a "lemon" owner's costs for shipping a vehicle for 
repair or to ship warranty parts quickly to the dealer at no 
cost.

Page 3, lines 25 through 29, subsection (i), has not been 
significantly changed except for renumbering, and as the 
committee desired, requires full disclosure before a returned 
"lemon" vehicle is resold. However, the subsection now 
incorporates the dealers' association suggestion that this 
disclosure requirement only be imposed upon the manufacturer, 
distributor, or actual repairing dealer so that a innocent used 
car dealer or private consumer not be required to make this 
disclosure.

Page 3, line 29, 1 ' ’ 1 r The first part of

that the provisions of the lemon lav; do not limit other rights or 
remedies available to the consumer. However, at the top of pane 
4, three nev; lines have been added to state that the lemon lav; 
Hoes not create a nev; type of legal cause of action against a 
dealer or repairing agent, who either sells or attempts to repair 
a nonconforming vehicle. (This was a concern brought up by the 
dealer's association, and it is one which I believe can be 
accommodated without significant harm to the consumer. It never 
appeared to be the intent of the original sponsors of this bill, 
nor of this committee, to make the lemon law penalties directly 
apply to dealers. Although we all acknowledge that the dealers 
will be affected by the bill and their manner of doing warranty 
work may be altered, this bill was not meant to give consumers" 
nev; legal rights against the dealer. The dealer is, of course, 
subject to being sued or complained about under any other 
existing statutes or common lav; theories, but just not under the 
lemon lav;. )

Page 4, lines 6 through 19, subsection (k), is a reworking of the 
section regarding repair facility requirements within the state. 
The committee should note at lines 9 through 13 that the concept 
of "population centers'1 has "beer, reinserted in the bill~ This 
section is meant to strongly encourage manutacturers to set up 
additional repair facilities or to select, train anc compensate 
authorized repair facilities. I believe that the manufacturers' 
association will have a great deal of concern about this section, 
and the committee must make the choice.

this subsection and basically says
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In the same subsection (lc) , page 4, lines 13 through 19, we added 
a section which the committee saw at its last hearing, requiring 
the manufacturer who actually buys back a "lemon" vehicle to also 
pay for any shipping costs which the consumer had already 
incurred for getting the vehicle back and forth to a dealer for 
warranty work. I urge the committee to adopt this language, 
since this really makes a fair offset against the reasonable 
deduction for the consumer's use. It allows consumers who live 
in Sitka or Bethel, if they initially bear the cost of shipping 
their motor vehicle back to a de ller for repair, to recover those 
costs if and when the vehicle is found to be a "lemon." This 
section would not give all consumers back their shipping costs 
when, for example, they shipped a vehicle back to the dealership 
and it was repaired and the vehicle did not become a "lemon."
Only when the car is a "lemon" and it is going to be bought back 
or replaced do these shipping charges get mandatorily added in.

Page 4, line 20, subsection (1) is about the informal dispute, 
settlement procedures. You will note the addition of some new 
language at lines 23 through 30. The thrust of this amendment 
was suggested by the dealer's association, so as to allow maximum 
flexibility. In case the manufacturer does not set-up, in 
advance, a strict arbitration program under the federal 
Magnuson-Moss Act (16 C.F.Pv. 703), but is willing to participate 
in some other arbitration or mediation process, such as with a 
local conflict resolution center, or a local better business 
bureau, as long as that arbitration/mediation process is 
procedurally fair, and has been approved by the attorney general, 
there is no reason to limit the manufacturer to only using 16 
C.F.R. 703 type of procedures. It is good policy to encourage 
settlement outside the courts and I believe this is a good 
change.

However, since subsection (1) requires consumers to go through 
this arbitration/mediation process before litigating, I wanted to 
make sure that manufacturers could not stall the consumer by 
negotiating for months and then suddenly offering to go to 
arbitration, delaying the consumer's right to go on to court. 
Therefore, I have inserted a requirement that once the owner 
sends the 30-dav notice that they are going to ’laim a refund or 
replacement, if the manufacturer then offers r the consumer in 
writing to participate in an arbitration/mediation process which 
has been approved bv the attorney general, then the consumer is 
bound to try this method of informal settlcncut before getting a 
refund or replacement or getting their shipping costs replaced as 
paid in subsection (k).
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One nore major change to the bill, which is significant by its 
absence is the deletion of the former subsection (j), which had 
set out the time limits of when consumers could file a court 
cause of action for a failure to refund or replace by a 
manufacturer. The dealers' representative and I had significant 
discussion over this point, and decided that since subsection (h) 
of this present draft makes the failure to refund or replace an 
unfair trade practice, that the statute of limitations in that 
other statute is sufficient. As the draft stands before the 
committee today, consumers have up to the length of their express 
warranty or one year from delivery, whichever comes first, plus 
60 days, to give written notice to the manufacturer that they 
intend to file a claim within 30 days. Then at 30 days (this is 
now up to as much as one year and three months), the consumer can 
demand the refund or replacement. If the manufacturer offers to 
go to an approved mediation or arbitration process, the consumer 
has to go through that process. If the arbitrators award a 
refund or replacement, and then the manufacturer refuses to 
follow the award, the manufacturer would at that time be 
committing an unfair trade practice, and a consumer would have 
two years to file a lawsuit under the private cause of action 
section of the Unfair Trade Practices Act, AS 45.50.531(f). 
Similarly, if the manufacturer does not offer to go to 
arbitration, they would be "refusing" the consumer's claim and 
the unfair trade practice two-year filing limit of .531(f) would 
start to run.

III.
HATTERS OF CONTINUING DEBATE BETWEEN THE ATTORNEY GENERAL'S 
C0NSU11ER PROTECTION SECTION AND THE DEALERS' ASSOCIATION

I believe that the committee draft before you reflects a 
substantial agreement between the Attorney General's Consumer 
Protection Section and the dealers' representatives. However, 
there remain several areas of major disagreement, including 
specifically:

1. The length of time or depreciation method for calculating 
the "reasonable allowance" deduction for a consumer's use of a 
nonconforming vehicle. The dealers would prefer the IRS method, 
which is no;/ three years, or at the longest, five years.
Consumer Protection urges that seven years more accurately 
reflects the amount of time consumers can expect the vehicle to 
be useable.
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2. The dealers' association, like the manufacturers' repre­
sentatives, strongly disagree with subsection (b) at page 1, line 
23, where the "lemon" vehicle is to be replaced by a new, 
comparable" vehicle. They wish the word "new" to be deleted.
This committee rejected such a proposal at its 1/31/84 hearing on 
the bill. The dealers and manufacturers feel that if a 
consumer-owner of a "lemon" drove the vehicle for nearly a year, 
or drove very hard, or damaged, or maintained it poorly, the 
replacement car should only be "comparable," but not necessarily 
"new." I understand their concern, but giving the "lemon" o\m^r 
a comparable used car and also deducting a "reasonable allowance" 
for the owner's use of the "lemon" would be an unjust 
"double-whammy" against the consumer. (Further, if the owner of 
a "lemon" were thus penalized, the owner ought to be able to 
collect consequential damages such as lost wages, taxi or rental 
car fees, from the manufacturer.)

If the committee feels inclined to compromise further on this 
point, I would suggest a moderate amendment to the definition of 
"reasonable allowance," to read:

(m)(9) "reasonable allowance" means an amount 
attributable to all owners use of a motor vehicle since 
its delivery to the original owner. A "reasonable 
allowance" on a vehicle which has been the subiect of 
only normal wear and tear by the owner may not~ e::ceeci 
an amount equal to the depreciation in value of the 
vehicle for the period during which the vehicle is 
available for use by the owner, calculated by a 
straight line depreciation method over seven years.

3. The Dealers' Association would prefer that tnis bill only 
cover vehicles sold by authorized franchise dealers within the 
State of Alaska. This would mean that a car sold by a franchise 
uealer in Texas and then moved to Alaska within the warranty or 
one-year period would not be covered by the statute. This would 
rlso mean that cart sold by dealers in the Pacific Northwest and 
shipped directly to Alaskans would not be covered by the bill. I 
do not support this proposed limitation of the bill.

The committee should note that under this draft in front of you, 
the bill lias already become somewhat limited in that when a nev; 
vehicle is sold to an Alaskan by a dealer who does not have 
franchise authorization, then the consumer will not be covered by 
this bill if that non-franchise dealer causes the nonconformity 
defect to the vehicle. If the consumer buys from a non-franchise 
dealer, but then takes the vehicle to a properly authorized 
dealership for repair, the consumer should be covered for repairs
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and for any lemon condition caused by the original manufacturer 
or by the authorized repairing dealer. However, I can 
contemplate some occasions where both manufacturer and repairing 
dealer would argue that a defect or nonconformity condition was 
caused by the improper setup or preparation of the vehicle by the 
non-franchise seller.

IV.
REMAINING AREA ON POSSIBLE AMBIGUITY

When I agreed to delete the words "including collateral charges" 
from subsection (b) at page 1, line 25, I did so because I 
believed the committee meant 'collateral charges" to be only 
those additional costs incidental to the original purchase of the 
vehicle (which costs are in this draft included in the definition 
of "full purchase price.")

However, the committee members may wish to compensate "lemon" 
owners for a different type of "collateral charges," somewhat 
like consequential damages. These "collateral charges" could 
include costs incurred by the consumer directly due to the 
nonconformities of a "lemon," such as: taxi fares, rental ca" 
fees, towing charges, telephone calls. If this is the desir of 
the committee, I propose the addition of a definition to read:

(n)(3) "collateral charges" means those additional 
charges or expenses incurred by the owner of a 
non-conforming vehicle, not part of the purchase price 
of the vehicle, which may include, but are not limited 
to, expenses for replacement transportation, towing, 
and long-distance telephone calls to the manufacturer, 
distributor, dealer or repairing agent.

I believe the manufacturers' representatives and the dealers' 
association would r.ot support this additional amendment, but I 
wanted to be sure we all understood the intent of the committee.

Sincerely,

NORMAN C. C0RSUC11 
ATTORNEY GENERAL

By:
Connie
Assistant/Attorney General 
Chief, Consumer Protection 
Section

/aw
Attachment
cc. Senator Bill Ray

Representative Mike Miller (Juneau)
Art Peterson, Department of Law 
Norman Gorsuch
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1 hen Anthony Conti's dealer in Connecticut 
'couldn't fix .his Lincoln Continental, he 
sued— under old credit laws that say any 

•,-^appliance" must work.. Sure enough, he got his m o n ­
ey back. But it took seven years.

W h e n  Prof. Henry Adelman's feet got wet in his 
n o w  '82 V W  Quantum, his dealer couldn't find tho 
trouble (opon boltholes that let tho rain in). Adelman, 
however, didn't sue. H o  waved a copy of California's 
brand n e w  "lemon law." H e  got his money back in 
100 days. • «

W h e n  Chester Sobolowski's n e w  Ford wouldn't 
back up, his dealer couldn't cure it. Chet didn't sue, 

either. H o  k n o w  his rights under Connecticut's n o w  
lomon low: (1) a n o w  car or (2) his monoy back. H o  got 
tho n o w  car— in seve. i days.

Liko a series of blasts, an 

astonisliing eruption of 
fierco stoto lomon laws—  
19 woro passod in 17 

months— has shaken 
,. tho auto industry. 

L o m o n  laws are af-

LizS*'- .V, \  f0Ctin° 0W,1Or- \ (Ploasolum
to p iig o  52 )



Q u e s t i o n s  Y o u  M i g h t  A s k
What Is a lemon?

The new laws in most states say a 
lemon is a car with a substantial delect 
that the dealer fails to fix in three to four 
tries. The defect must affect the value, 
use or safety of a car. Most laws also 
say a car must have been laid up for a ' 
total of 30 days. (Massachusetts and 
Florida say 15, Nebraska says 40.) Min­
nesota's tough law cites any car that 
has to be fixed just once for steering or 
brakes. Kentucky, although not consid­
ered stnctly a lemon law state, has a 
law that involves any car with serious 
mechanical problems, even if not on 
warranty. . • • •  •.
How old can a lemon be?

Most states say a car must still bo on 
wamanty, or, if warranty mileage has 
run out, no older than a year. New York 
sketches the limit to two yearn or 
18,000 miles, and even lets the law be 
invoked if the owner warned the car­
maker during the warranty period of 
t roubles that might grow worse.
Are motorcyles covered?

Lawyers are still interpreting the laws 
in different ways. Center foi Auto Safely 
attorneys say motorcycles appear to be 
covered in all lemon law states except 
California. Delaware, Illinois, Minneso­
ta, New Hampshire, New Jersey and 
New York.
Are pickups covered?

Yes, In all states but Delaware. Most 
laws say pickups must be bougnt for 
personal, not commercial, use to be 
covered.
How much of a refund can an owner 
get?

Minnesota lets the carmaker deduct

10 cents a mile for past usa (or a small 
percentage of the car’s cost). New York 
allows a deduction for mileage over 
12,000. Florida allows carmakers 20 
cents a mile. Otherwise, you get wha: 
you paid for the car if you win.
Does the owner get bach; taxes, prep 
and other charges? ;  •

Several states, including Massachu­
setts and Florida, say refunds must 
include collateral items like sales tax, 
license fee, finance costs, and (in Flori­
da) undercoating, towing, car-rental 
and dealer-prep charges.
Do lemon laws give free repairs?

They do not address this. U.S. law,
■ however, says a manufacturer must 
stand behind his repair warranties. 
Lemon laws indirectly encourage deal­
ers or carmakers to complete any enti­
tled warranty repairs. And an owner 
who appeals to Autocap or some of the 
factory juries may get good-will bill 
adjustments if there has been mistreat­
ment.
Can a lemon be resold by the factory 
or a dealer?

In Minnesota, no lemon with defec­
tive brakes or steering can ever be 
resold. In some states, the carmaker 
must give any buyer a note saying that 
the car had been a lemon (in somo 
slates, "an incurable lemon").
Are noncrltical Items like defective 
radios or upholstery covored?

Not by lemon laws. Autocap and 
some auto juries will consider such 
Items, however.
If you lose a lomon law claim, con 
you still go to court?

Yes.

L E M O N  L A W S ___________________
(Continued from page 50)

service m anager relationships w herev­
e r  they 're  in effect, from  Oregon to 
Florida.

Although they  vary, in general, they  
provide that any car under w arran ty  
that a dealer can 't fix in  four tries (Flor­
ida, W yoming and  M assachusetts say 
three) is a lemon. U.S. law says w arran- 
teed  repairs m ust be m ade. But the 
lem on law s now  add th a t if repairs a re  
not m ade, you 're entitled to a n ew  car. 
Or you can get your m oney back. But 
your problem  m ust be genuine— m ust 
involve a m ajor problem  th a t affects 
your car's  value or use.

In som e sta tes your claim m ust be 
m ade in tho first 18 m onths, in o thers 
w ithin 24. New York allows four years. 
Some give no tim e limit. Tho cure is tho 
factory's responsibility.

Buyers get m o r e  respect

All th is is a drastic a ttem p t— som e 
say too drastic (and needless)— to 
soothe tho angry  ow ner w ho feels shaf­
ted. As w ritten , tho now laws a re  su p ­
posed to protect now -car ow ners. In 
fact, legislators say, th ero 's  a trickle- 
down effect. Even old-car ow ners say 
thoy'ro getting m ore respect from car 
dealers.

W hat really shook th e  industry is tho 
dism aying en thusiasm  with which 19 
legislatures rushed  to art. In somo 
statos, tho voto w as overw helm ing. In 
Now York's hugo legislative body it w as 
unboliovable; 201 to 3. All this has put 
backbono in ow ners who used to fool 
intim idated by somo servico m anagers. 
"I d idn 't got a  now  car," says one ow n­
er."  (Few roally do.) “ But I did feel 
s trongor a t tho  service door."

Undor lomon laws, se ttlem ents aro 
freo. Tho factory or doalor m ust do as 
ordorod by a rom arkablo crop of quasi­
judicial auto dispuio jurios th a t havo 
sprung up from coast to coast.

Are the laws working?

How aro tho lomon law s roally w ork­
ing? Even tho first— C onnecticut's— is 
only 17 m onths old. Somo w ore bom  
only weoks ago. So in m ost statos, ac tu ­
al cosos are  few. Hut in Coimocticut, 
Rep. John  Woodcock, who fa thered  tho 
law, ostim ntos th a t in tho first 17 
m onths alono, 40  ow ners w ore oithor 
aw arded now cars or refunds. "A nd in 
m ost casos," says Woodcock, who has 
bocomo tho nation 's lemon law  gum , 
"they got now cars."

Hero's a small, early sam pling o f 13 
cases in Connecticut, M innesota and 
C;difomia:
■  Got a new  car: 1.
■  Secretly settled, possibly w ith a new 
car: 1.
■  Got m oney back: 3.
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■  Got troublcsom o problom s fixed at 
last: 1.
■  Ownors lost thoir appeals, got no 
benefits, aro "d isappoin ted  w ith tho 
lem on law ": 2.
■  Casos ponding: 5.

H o w  appeals juiie.*; w o r k

M any r  those now  ji rios— th em  aro 
now a t least 3 00 — sprang  up  whilo 
law m ikors wore busy drafting lomon 
laws. Tho m ost in teresting . Autocap 
(Autotnotivo C onsum er Action Pro­
gram ), suddenly  has 15,000 doalor- 
sponsors who pay to ru n  its 41 appeals 
p.mols. Tho others w ere  created  by tho 
m anufacturers, U.S. and  foreign, partly 
in solf-dofonso, but partly  in an  honest 
try  a t w inning back your loyalty.

Most lomon law s requiro  th a t, before 
you can claim a refund or now car, you 
m ust go before an  appea ls ju ry  th a t 
m oots d isputo-settlom ent s tan da rds  e s ­
tablished  by th e  Federal T rade Com­
mission. AccordingTo Jo h n  W oodcock's 
staff, Ford and C hrysler jurios do. Somo

A utocaps do, othors aro  w orking to ­
w ard  it. Tho Bolter Husinoss Bureau 
(BBB) is trying to find out w h e the r it 
qualiftos.

Horn's w hat to do if you appeal:
1. Mako ono lost try  to so u le  tho  

problom  w ith tho doalcr, zono office, o r 
factory. Local doalors havo phone num - 
bors of th e  zono offlco nnd factory.

2. If th is w on 't got resu lts, phono or 
w rito your appropriate! ju ry  (soo list a t 
th e  ond of tho sto r ). G athor every 
scrap of ovidonco— bills, invoicos, work 
ordors, m em os, datos. In Texas, you 're  
required to appeal any d ispu te  first to 
th e  Stato M otor Vohiclo Commission.

Usually, tho ju ry 's  s ta ff  will call tho 
doalor or factory and try  to coax a set- 
tlom ent. If th is fails, m ost invito you to 
sit around thoir tablo, informally, w ith 
you and  your dealer both tolling your 
story. Some investigate vory th o rou g h ­
ly. You m ay have to bring your ca r and 
they  m ay te s t it.

You m ay got a  decision in days, or 
(I’loaso turn to pago 54)
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LEMON LAWS_________________
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even hours, an d  it b inds th e  m anufac­
tu re r  and/or dea ler. By contract, he 
m ust do w h a t th e  ju ry  says— unless, o f 
course, you lose.

You d on 't usually  need  a  law yer. In 
fact, a s  th is  is w ritten , BBB ju ries  w o n 't 
admit, them . You can  appeal to  such 
ju rie s  in any  sta te , w h e th e r it has lem ­
on law s or not. Som e ju ries  have aw ard ­
ed  new  cars or refunds in s ta te s  th a t 
have no such  law s.

W ho are  th e  ju ro rs?  M ainly, th ey 're  
unpaid  volunteers, o ften  leading  citi­
zens w ho give tim e as  a  public service. 
Often, th ey 're  m erchants, in dependen t 
m echanics, editors, housew ives, teach ­
ers, m in isters , law yers. Som e boards, 
like A utocap, have d ea ler m em bers. 
But for every dealer, th o re 's  a  consum ­
er rep  sitting opposite.

Most juries are fair

A re th e ir  decisions fair? T here  are 
gripes, b u t m any  ju ries seem  su rp ris­
ingly fair. Says G erald  M urphy, head  of 
Autocap s W ashington, D.C., ju ry  of­
fice: "Funny th ing , our d ea ler m em bers 
a re  usually to ug h er on dealers, an d  our 
consume:: reps a re  usually to u g h er on 
car ow nors!"

For U.iS. and  foreign car ow ners in 
gonoral, thore  aro now  41 dealer-estab-

Where To Call If You Have 
A Dispute

Owners' manuals, especially tho rocont 
ones, otter, give phono numbers and'or 
addresses of owner-a’.sistanco boards. 
But fin t to x  with y«u»- dealer, thon tho 
carmakor's zono office, thon tho carmak­
er's headquarters. Somo zono offices will 
rolay your Inquiry to tho hond offico.

Autocap is listed In many big-city Yol- 
low Pages. For phono numbers and 
oddresses in all statos, contact NADA 
Autocap Olfico, 8400 Wcstpark Dr., 
McLoan, Va. 22102 (or call 703-821- 
7144).

For G M cars, writo GM Customer Sor- 
vico, GM Building, 3044 West Grand 
Blvd., Cotroi!, Mich. 48202, or phono 
313-556-2294.

Bettor Business Bureaus appear in city 
Yellow Fugos. Fora full list, with phonos, 
writo to Council of Boner Dusinoss 
Buroaus, Wilson Blvd., Arlington, Va. 
22209, or call 800-228-6505.

Ford Consumer Appeals Boards: From 
most places, dial 800-241-8450.

Chryslor Customer Satisfaction 
Boards won't tiiko colls. Contact thorn by 
mail. Address for your aroa is in owners' 
manuals (look undor "Sorvico Assis­
tance"). Or ask doalor or zono offico fora 
list of boards, Detroit Customer Rela­
tions addross is Box 1718, Detroit, 
Mich., 48288. Phono 313-956-5S70.

lished  Autocap panels coast to  coast. 
M any have 10-m em ber ju ries and 
th ey ’ll consider reasonable d isputes 
abou t anything from  a  1984 AMC to a 
Rolls-Royce th a t's  gone 150,000 m iles. 
H alf th e  ju ro rs a re  consum er reps , half 
a re  dealers.

For Ford-J-incoln-M ercury ow ners, a 
new  netw ork of over 30  C onsum er 
A ppeals Boards (CABs) will h ea r any 
honest p roduct or service d ispute , no 
m a tte r how  old your car. In fact. Ford 's 
M ike Davis says: "W e find m ost com ­
plain ts are  on out-of-w arranty  cars." 
CABs have five voting m em bers (three 
consum er reps, one Ford, one Lincoln- 
M ercury dealer).

In its first five years, CABs have had  
4 2 ,000  inquiries and  accepted  10,000 
cases for investigation. Ford says m ore 
th an  tw o in five g e t a  b e tte r  b reak  on 
appeal. A few  new  cars have been  giv­
en, th e re  have been  som e refunds, and 
som 9 m ajor p arts  like transm issions or 
eng ines have been  replaced. Only 43 
ow ners w en t to  court. -

Reviewing warranty repairs

For Chryslor-D odge-Plym outh ow n­
ers, a t least 52 C hrysler Custom or Sat­
isfaction Boards (CSBs) review  only 
service-related tlisputes over w arran ty  
repairs. They w o n 't handle d isputes 
over alleged design  defects or out-of- 
w arran ty  cars.

CSBs have five m em bers: a  consum ­
e r  rep, a public rep  (who could bo a 
public official), a technician certified  by 
tho  National In stitu te  for Autom otive 
Service Excellence (NIASE), a Chrysler 
rep  and  a Dodge o r Chryslor-Plymouth 
dealer.

Chryslor's routine is m oro stringont 
th an  somo. Your appeal is all handled  in 
w riting . You do not appear. If your car 
m u st bo tested , you got a free loaner. 
CSB decisions b ind  C hrysler or tho 
doalor.

Keeping customers happy

Believe it o r not, GM is getting  tips 
from  IBM, AT&T and  oven M cDonald's 
on good w ays to koup custom ors happy, 
GM bogan tes tin g  a  Custom or A ssis­
tan ce  Program  in 1978 and  now  pays: 
tho Council o f Bottor Businoss Buroaus 
to  adm inister tho m ediation of d isputes 
in its 140 Buroaus. GM doosn 't discuss 
dotails, bu t according to ono roport, 
each Bureau gets  S15 to m odiato a d is­
p u te  or, if th a t fails, S35 for binding 
arbitra tion . GM calls m ediation "an  
inform al process o f re-establishing 
com m unication b etw een  both parties." 
A rbitration binds GM b u t not tho ow n­
er, if h e  d oesn 't like th e  decision. BBB 
will look a t GM cars up to five y ears old, 
w ith  no m ileage lim itation.

First, a s  noted, an o w ner m ust try  to  
so ttle  w ith  (1) his dealer, o r (2) GM 's 
zone offico or (3) by contacting GM

C ustom er Service (see Whore To Call If 
You Have A Dispute on th is page).

If all this fails, BBB sends you a list of 
five nam es of possible jurors, w ith  a 
biography on each. You score your p ref­
erences 1 to 5. So does th e  factory. The 
h ighest scorer becom es your jury. 
Som e sta tes requ ire  a panel of th ree .

According to CBBB, o f 26 ,300  a p ­
peals in eight m onths last year, 17,000 
w ere  se ttled  by m ediation and 1,800 by 
arbitration. Some 7,500  are  still p en d ­
ing.

Auto age limit 

For VW, D atsun-N issan and  Porsche- 
Audi ow ners, BBB arbitra tes as  it does 
for GM, except th a t cars can be no m ore 
th an  th ree  years old.

For Jag uar, Rover and  T rium ph ow n­
ers, th e  p rocedure is th e  sam e as above, 
bu t cars m ust still bo on w arran ty .

D isputes in som e sta tes are  resolved 
by th e  attorney general, secretary  of 
sta to  or tho  m otor vehicle commission. 
T hese have clout because they  enforce 
com mercial law s and  license dealers 
and  m anufacturers.

Even if you lose a ju ry  decision, you 
can still h ire law yers and sue , and  
w hatever any auto-dispute ju ry  has 
ru led  now becom es legal evidenco for 
or aga inst you. But suing is expensive, 
can take  m onths or years, ancl m ay cost 
m oro than  your car is w orth. Somo suits 
fall u nd er th e  M agnuson-M oss foderal 
w arran ty  act o f 1975, which says m an­
ufacturers m ust s tan d  behm d th e ir  
w arran ties.

L e m o n  law results 

In W ashington, D.C., an industry- 
advisory group cites a survey w hich 
show s th a t ow nors w ho get good tre a t­
m ent tell eigh t friends. Those who get 
b ad  trea tm en t tell 16. W ith m anufac­
tu re rs  and dealers m ore rosponsivo 
th an  over to consum or com plaints, p er­
h ap s w e'll soo tho day w hen  lem on 
law s aro no longer needed. I* t

Lemon Law Tally
■  There were 19 states with lemon 
laws as this roport was drafted. The Cen­
ter for Auto Safety in Washington, D.C., 
lists: California, Connecticut. Delaware, 
Florida, Illinois, Maine, Massachusetts, 
Minnosata, Montana, Nobraska, Nevada, 
Now Hampshire, Now Jersey, Now York, 
Oregon, Texas, Washington. Wyoming 
and Wisconsin.
■  A foderal lomon law has been pro- 
posod in Congress.
■  These 18 statos havo considered, or 
aro considering, lomon laws: Alaska, 
Arizona, Colorado, Georgia, Hawaii, In­
diana, Kansas, Louisiana. Maryland, 
Missouri. Now Mexico, North Carolina, 
North Dakota, Oklahoma. Pennsylvania, 
Rhode Island, South Carolina and Ver- 
mont.
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Lemon 
goes back 
to Buick
By K.C. MOON 
Only N-!wj reporter

Since he bought his Buick 
C en tury new in 1982, Dennis 
S tovall has been cursing the 
car, try in g  to find some way 
to  get rid  of it.

Window cranks fell off In 
his hand. T ransm ission fail­
u re s  le f t  h im  s tra n d e d . 
W indshield w ipers qu it d u r­
ing lienvy rains. W arning 
lights flickered a s  the  en­
gine spu ttered  and grum - 

'b l e d .
N ow , In w h a t S to v a l l  • 

says is a m onum ental v icto­
ry  fo r co n su m e rs , B u ick  
m ust buy back the car.

The buy-back is the  resu lt 
o f the  firs t A laska a rb itra ­
tion  of consum er com plaints

Sea Back Page, CAR
AncNxjQ* 0**r Fran Dvr net

Denn is  S tova l l  s t a nd s  with th e  Bu ick  tha t he ' l l  be  se l l in g  back to  Its m ake r s .

Car to be bought back by Buick after owner wins his case in arbitration
Continued from Page A t re lia b ility  he bargained  for 

when he bought the 1982 Buick
.■’-•gn lnsf’-a e n e n d iM o to rs ,i- th » n ra n d » d o «  not forsee the situa»**recor 
"‘m ik e y  of-vBukk jn o d e ls tn n d A itlo n  .Improving-thvflccordlng t o I n -  

'one of the  woHd’l  largest con-;V thc letter. ' •  : ’ ‘ the
poratlons. Stovall w ill get m ost of she

CO days In the  A laska Sales 
and Service repair shop, ac-

The a rb itra tion  program  Is 
sim ila. to one m andated three 
months ago by the Federal 
Trade Commission, which in a 
1980 suit accused CM of failing 
to notify its  customers of seri­
ous defects w ith  m a n y .G M - 
enrs.

Instead of pursuing Its fed­
eral court suit, the commission 
voted In November to accept 
GM's offer to a rb itra te  all 
consumer com plaints through 
local B elter Business Bureaus.

Since A laska has no bureau, 
the bureau In Seattle handles 
consumer complaints for A las­
kans.

Stovall's arb itration  henring 
was held Jan. 20 in Anchorage. 
He nnd a Buick representative 
argued their cases for about 
eight hours before three volun­
teer arb itrators, all from An­
chorage.

Over the weekend, Stovall 
received o le tter stating he had 
won his case. All arb itrators 
.greed w ith  Stovall's conten­
tion that h e ,"d id  not get the

• th » rv ? a n d -d o «  riot fo n e e  th e  a itu a-n -m C ordm gU o-.repair..docum en ts...
J ln - th e  first s e v e n ;w e e k s ,a f te r ' 

the  sale, th e  c a r  w as Id the  
shop five w eeks.'

w hat he asked for, but th e . 
arb itrators decided to deduct 
from Stovall's $0,865 purchase 
price 20 cents for each of the 
7,500 miles the car has been 
urlven.

"That deduction Is the. only 
p a rt that upsets m e," Stovall 
said, "B ut 1 would hove put a 
lot more miles on it had I not 
been scared to drlvo it."

Stovall should get a crock 
for more than $8,300 when he 
tum s the car over to A laska 
Sales and Service, the GM 
dealership that sold him  tho 
car.

“ I'll be glad when I never 
have to deal with this car 
again ," Slovnll' said. " It's  ta k ­
en a lot of work and a lot of 
time, bu t I finally got w hat I 
w anted."

Stovall showed copies of 
about 50 letters he had w ritten 
to the dealership nnd Buick 
custom er relations offices In 
an effort to get the car fixed.

In the two years of ow ner­
ship, the car had been almost

Buick representative Kerry 
Stasch, who defended the au to­
m aker a t the Jan. 20 hearing, 
said he could not comment on 
the outcome of the arb itration . 
Buick zone mnnagcr Bill Pow- 

, ell said he would answ er only 
those questions presented in 

, writing.
Richard H iatt, service man- 

ager for A laska Sales, said 
Monday, "We support the Bet­
te r Business Bureau nnd w hat­
ever decision Is rendered."

He said Buick, not A laska 
Sales, is responsible for p'uying 
Stovall. H iatt said ha had not 
been in contact w ith  Buick 
headquarters to find obt when 
and  w here  the  tra n sa c tio n  
would take place.

"Most likely the ca r w ill be 
' resold, either by us or some 
other dealer," H iatt said. " It's  
not a bad car.

"U n fo rtu n a te ly , (S tovall) 
had problems w ith It, but in 
my opinion It's  com pletely  
safe."

H iatt said tha t.a lthough  i t

is not A laska Sales' policy to 
buy back cars sold, "w e have 

,-nbought br.ck.cars before." •
V '1' Norm al procedure for hnn-.r 

dllng a 'fcom pla it like Sto-'" 
v a ll’s "Is to try  to trade the 
custom er into another car," he 

. said. .
That offer was m ade to S to­

vall several times, but the 33- 
. year-old schoolteacher turned 
' It down. "I could have traded 

m y car In a t any dealership," 
he said. " I  wanted m y money 
back."

"We've been bowing and 
curtsying-to these huge copora- 
tlons for too long," Stovall 
said. " I t’s tim e we stand up 
nnd fight them.

"What 1 hope my case docs 
is open A laska up to the a rb i­
tration  process," he snid. "P eo­
ple need to know they don’t 
hove to  s i t  th e re  and  get 
kicked around a fte r they 've 
bought a 'lem on.'

"I know a lot of people who 
had worse cars than mine nnd 
couldn’t do anything about it."

_ The arb itration  program  set 
up .for A laskans by the Seattle 
B etter Business Bureau still is 
being developed. Wendy Ben­
nington, who manages autom o­
bile arb itrations for the office,

said the bureau is planning to 
contract w ith a local organiza­
tion to monitor A laska hear­
ings until the Anchorge bureau 
office opens.

Two of those who heard 
Stovall's case were volunteers 
from the Anchorage Conflict 
Resolution Center. The- s ta te  
Consum er P ro tection  O ffice 
helped cnordinatc S to v a ll 's  
hearing.

Bennington said her office 
has received 200' calls from 
A laska GM owners since the 
N ovem ber FTC .u lin g . The 
next arbitration hearing In A n­
chorage w ill be held in four 
weeks, she said.

Demands th a t m anufactur­
ers buy back autos are rare, 
she said. Most consumers sim ­
ply seek reim bursem ent for 
repairs.

Bennington said of the com­
plaints her office has received, 
only about 3 percent m ake It 
to arbitration. The rest are 
settled when consumers accept 
autom akers' mediation offers.

Bennington said A laskans 
wanting to participate in the 
arb itration program can call 
the Seattle Better Business Bu­
reau collect at 206-522-2578.
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G M ’s earnings 
could set"-

ft '* ,* • ",1 ■

record

■;r
,£

DETROIT (AP) -  General 
j Motors Corp.’s 1983 earnings could 
! set a record for the nation’s 

largest automaker and lift com­
bined U.S. car industry profits for 
the year to an all-time high, 
analystssay. • .• .•

Many analysts see GM surpass­
ing its record profit of $3.51 billion 
set in 1978, a year before the 
American car industry plunged 
into a four-year sales slump that 
Detroit began to shake off just last 
year. ■ . ■. • - •.

David Healy, an automotive 
industry analyst for Drexel 
Burnham Lambert Inc. in New 
York, said the earnings will be "in

I the neighborhood of” $3.7 billion. 
"Dollars weren't what they were 

in 1978, so it won’t be a record in 
real dollars. But that’s still a very 
good figure,” Healy said.

GM Chairman Roger B. Smith, 
who has led the company on its 
way out of the industry’s sales 
slump, was to make the earnings 
announcement in an address to the 
National Press Club in Washington 
this afternoon.

When Ford Motor Co., Chrysler 
Corp. and American Motors Corp. 
close their books later in the 
month, the U.S. car industry is 
expected to have racked up profits 
far exceeding the industry record 
of $5.18 billion in 1977.

The record earnings for a year 
by a U.S. corporation was set in 
1982 when AT&T recorded a profit 
of $7.23 billion, earning more than 
$2 billion in one quarter alone.

Analysts predict that Ford's 
eamings could approach, or even 
exceed, its record of nearly $1.7 
billion in 1977. Chrysler is a sure

• • t ■ ’ tm t . • • •

bet to set a record for 1983. Its 
record for a year was $422.6 
million in 1976 and it eclipsed that 
in just three quarters of 1983, 
earning $582.6 million. AMC says it 
will post a profit for the fourth 
quarter, but has not predicted a 
profit for the year, -v  *; •>

Healy said GM’s results came 
“from a combination of three 
things: the recovery in car sales, a 
reduction in their break-even point 
— doing it with fewer people — 
and the market mix, which is very 
profitable. They were selling more 
of the profitable big cars and not 
as many of the smaller cars.”

Gary Glaser, an automotive 
analyst for Sanford C. Berstein & 
Co. Inc. in New York, said GM 
piled up the profits because of 
improved sales in big cars, GM’s 
specialty, the improved sales 
m arket that has aided all  
carmakers and better efficiency, 
which has dramatically lowered 
JM’s break-even point • . *:»*.•• 

“The overriding factor lias been 
the significant increase in (cars 
and trucks) sold as the market 
comes back," Glaser said. "Cer­
tainly, part of it relates to the fact 
that GM is the most significant 
player in the higher end of the 
market.”

He also cited "the excellent 
programs GM has made in lower- , 
ing and containing costs."

Glaser said that Ln 1973, when 
GM hit its previous record profit, 
“they needed to build 5 million 
vehicles to break even. By 1983, 
Glaser said, GM had lowered that 
"to 4 million. This is really the 
key, with the fact that sales have 
indeed come back.”
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MAY 4 , 1984

TO: JOHN

FROM: KEN

RE: CSSB 286 RELATING TO MOTOR VEHICLE WARRANTIES

COMMITTEE SU B STITU TE FOR SENATE BILL 236 IS BEFORE THE 

COMMITTEE AGAIN THIS MORNING FOR I EXPECT WILL BE THE LAST 

TIME. A T OUR LAST HEARING OH THIS LEGISLATION, THE COM­

M ITTEE ADOPTED A HOUSE SUB STITUTE FOR THE SENATE VERSION 

OF THE BILL. AFTER CAREFUL CONSIDERATION OF THE CHANGES 

MADE IN THE BILL BY THE APPOINTED SUB-COMMITTEE, I HAVE 

ASKED LEGAL SERVICES TO PROVIDE A SECOND COMMITTEE SUB­

S T IT U T E  WHICH MAKES ONLY TWO CHANGES. SUBSECTION (2) OF 

PARAGRAPH (e) HAS BEEN DELETED AND THE NUMBER OF YEARS 

USED IN THE STRAIGHT LINE DEPRECIATION METHOD HAS AGAIN 

BEEN SET AT 7 YEARS. THE LANGUAGE IN THE PARAGRAPH TWO 

WAS TOO VAGUE AND DID MOT CLEARLY DEFINE "UNSAFE TO 

OPERATE." I FELT IT MAY CAUSE PROBLEMS IN THE FUTURE. 

AFTER CONSIDERING THE DATA A VA ILA B LE , I BELIEVE THERE ARE 

VERY FEW CARS IN ALASKA TH A T HAVE A LIFE SPAN OF TEN 

YEARS. I FEEL THE 7 YEAR FIGURE IS MORE FAIR. I WOULD 

ENTERTAIN MOTIONS TO ADOPT THIS COMMITTEE SUBSTITUTE AND 

MOVE THE BILL ON TO ITS NEXT COMMITTEE OF REFERAL.



Section Analysis of CSSB 286 (2/23/84 version)

Subsection (a)

If a new vehicle does not conform to an express warranty, the 
manufacturer must make the necessary repairs. No time limitation is 
mentioned in this section. It merely requires the manufacturers to honor
their own express warranty for whatever term they give it (1 to 5 years,
or by mileage limits).

Subsection (b)

If the manufacturer is unable to repair a nonconformity vehicle within 
one year, the manufacturer must accept the return of the car and shall 
refund the full purchase price to the consumer.

Subsection (c)

This section clarifies exactly how and when a consumer must give notice 
to the manufacturer that the consumer believes he or she has a lemon car 
for which a refund is requested.

Subsection (d)

This section, following the lemon laws in the states of Massachuesetts 
and California, requires the manufacturer to deliver gome type of
explanation to all new owners of vehicles about their rights under the
lemon law.

Subsection (e)

This section states that an owner may not receive a refund if the 
manufacturer can show that the nonconformity does not impair the use or 
value of the vehicle or that the nonconformity is the result of 
alteration or abuse by the owner or a person other than the repairing 
agent.

Subsection (f)

A vehicle is considered a "lemon" if the same nonconformity has been 
subject to repair-fewsV or more times within a onc-yeav period or if the 
vehicle has been in the repair shop for a total of 30 or more business 
days during the one-year period.

Subsection (g)

A manufacturer must provide its dealers with any part necessary to make 
repairs of a nonconformity covered under the warranty as soon as 
reasonably possible without additional charge for freight or handling.



Subsection (h)

Under this subsection, a manufacturer who fails to refund the purchase 
price of a "lemon" is "presumed to have committed" a.i unfair trade 
practice. "Presumed to have committed" sets out a legal presumption 
which the manufacturer can then rebut by showing the courts that the 
manufacturer had some valid reason (when applicable).

Subsection (i)

This subsection states that when a "lemon" is resold, a full disclosure 
of the reason for the return must be made to the prospective buyer.

Subsection (j)

This bill does not limit the rights of a vehicle owner as stated in other 
provisions of law.

Subsection ( k)

This subsection requires manufacturers to retain repair facilities within 
the state, able to service the vehicles they sell.

Subsection (1)

Once a "lemon" car has been returned to the manufacturer for a refund, 
the manufacturer must compensate the owner for all reasonable costs which 
the owner incurred in shipping the vehicle back and forth from the 
nearest authorized repair facility for warranty service.

Subsection (m)

This subsection allows the manufacturer to use any arbitration or 
mediation process, even if the manufacturer has not set up in advance a 
Magnuson-Moss type (16.C.F.R. 703) informal dispute settlement procedure. 
In all cases, the attorney general must approve the process and the 
arbitration decision must be binding on the manufacturer but not on the 
owner. This subsection insures that as many of these lemon law disputes 
as possible will stay out of the court system, and that both consumer and 
manufacturer will be encouraged to use informal settlement processes.

Subsection (n)

The definition section outlines the specific meanings of terms used in 
this legislation. Note should be taken of the following definitions:

Subsection (n) (4) - "full purchase price" includes all fees paid at 
the time of the sale, including finance charges.

Subsection (n) (6) - "motor vehicle" includes land vehicles with
four wheels "normally" used for personal, family or household 
purposes.



Subsection (n) (9) — 1 resonable allowance" is set at a sum which
will include no more than straight-line depreciation figured over 
seven years, plus, when applicable, an amount for depreciation in 
value of the vehicle caused by neglect or abuse by the owner.
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Repair law would 
offer ‘lemon aid’

.. -  s-
I t’s called the lemon law, but It sounds sweet • to 

. Alaskans stuck with new cars that scream out — and out 
\  and out — for repair. Now before the Senate Labor and 

Commerce Cimmlttee, SB 286 sets specific standards for 
determinin when a car can officially be declared "a 

, lemon," t.id  lays some legal groundwork for resolving 
habitual car repair hassles. \  j/i'i: ’ ■■■■: V":

In doing so. it 'promises to put some teeth into the ' 
express warranties oflercd by manufacturers as part of 
virtually every new car package.

SB 286 stipulates that if.new-car dealers fail to correct 
a serious defect after four attempts, or if a car has spent 

■ more than 30 working days under repair, manufacturers 
must replace the car or refund the purchase price. The 
law would apply only to those defects covered under 
new-car warranties, and only during the first year of 
ownership. . •,

Although real duds comprise only a small fraction of 
the automobiles sold in this country, anyone who has 
ever suffered the maddening outrage of i-neated — futile 
■3- attempts to rectify a warranty-covc Droblcm will 
appreciate the need for some firm g lines for all
concerned. •».

Not surprisingly, sonic opposition to the measure has 
been voiced by some local automobile dealers. Although 
the dealers say they don’t oppose the concept of the.law 
Itself, they fear they will be caught between such a law 
and manufacturer-caused delays they have no control 
over. They claim that much of the delay with auto 
repairs in the 49th state can be placed a t the hands of the 
manufacturers themselves ■»— who alr-frcight parts for 
warranty repairs to every state except-. I Alaska. (If 
Alaskans want parts air-freighted, they must pay the 
additional cost.) The dealers also claim manufacturers 
are loathe to reimburse them fully for the higher cost of 
doing warranty repairs in Alaska. - •>

Although we can sympathize with the dealers' often 
frustrating lorlg distance role in the new’car equasion, 
they represent the front line of automobile responsibility 
to consumers. They are the people who sell the cars; they 
must shoulder the responsibility to stand behind the cars
they sell. ................... ..

The Consumer Protection Division of the Attorney 
General’s Office receives more complaints each year 
about warranty-related problems than any other consum­
er problem. And, as Attornov General Norm Gorsuch put 
It, "If prodiing a recah t manufacturer to fix a 
problem car is difficult fu. ,.e dealer, that difficulty is 
magnified ten-fold for the consumer." It shouldn't be. A 
car is one of the major purchases most people make in 
their lifetimes, second only to a home.

So far, 18 states have passed lemon laws. Another 
seven states are now considering them. Alaskans pay 
more for t h e i r  r a r e  t h a n  n n v n n e  p)sp: thev hnvp t h e  r i e h t



1983 sales of $74.58  billion also an alltim e high

GM earns a record $3.73 billion
By Kathleen Hamilton

F I n in d * ]  E d ito r

W hen General Motors report­
ed its 1983 financial results last 
week, it was hard to find a per­
form ance indicator that didn't 
set a record.

Sales of $74.58 billion were a 
record. Fourth-quarter sales of 
$20.82 billion were an any-quar- 
te r  high. Profits for both 1983 
($3.73 billion) and the quarter 
($1.30 billion) were records. In ­
come per share was a fourth- 
q u a rte r record.

GM of Canada and GMAC 
both set revenue and income 
records. And GM’s results no 
doubt led the U. S. auto indus­
try  to a record profit total for 
1983. /

GM’s earnings of $3.73 billion 
($11.48 a share) were nearly 
four times 1982’s $963 million 
($3.09 a share).

Sales of $74.58 billion were 24 
T-~ 'percent moro than 1982's $60.03 

billion. Unit sales also were up 
. 24 percent — from 6.24 million 

to 7.77 million.
The old GM profits r e c o r d  

was set in 1978, when GM made 
$3.51 billion — $222 million less 
than  last year — but sold 9.48 
million vehicles, 18 p e r c e n t  
m ore than last year’s 7.77 mil­
lion. ' •. ■

Last year’s sales value, m ean­
while, was 18 percent higher 
than  in  1978, nnd 12 percent 
higher than the; old GM record 
of $66.31 billion, set in 1979.

‘‘I t’s certainly true that we did 
get a lift from the rising econo­
my, but our improver, operating 
perform ance was the key,” GM 
Chairm an Roger B. Smith said 
in  announcing the 1983 results 
in a speech at the National 
P ress Club in Washington.

“For example, if we had op­
erated  in 1983 at our 1983 vol­
um e bu t at our 1978 perform ­
ance rates, we would have bare­

ly  b ro ken  even last year," he 
said.

Sm ith  said GM still “has a 
long w ay to go” tow ard a record 
perform ance if  its  profits' are 
ad ju sted  fo’- inflation. -

GM’s before-tax  income sky­
rocketed  from  $22.8 million in 
1982 to $4.97 billion las t year — 
a fa r  la rg e r increase than  the 
he fty  a f te r-tax  increase — be­
cause GM paid out 45 percent 
of its  incom e in taxes last year. 
In  1982, i t  g a rnered  a tax  cred­
it of $252.2 m illion. GMAC con­
tribu tions to GM income aren’t 
included in the p re-tax  figures.

In  addition, GM said a new 
accounting procedure fo r for­
eign cu rrency  translations re ­
duced its  1983 profits $422.5 m il­
lion.

A lm ost all the  p re-tax  ea rn ­
ings increase —  $4.22 billion 
w orth  — was a ttrib u tab le  to do­
m estic income increases, accord­
ing to  the  GM figures.

A fte r-tax  incom e generated 
in  the  U. S. m ore than tripled, 
from  $1.08 billion to $3.47 bil­
lion, on a sales gain of only 31 
percen t (from  $50.32 billion to 
$66.16 b illion ). ••»*.

U nit sales in  the U. S. rose 
27 percent, from  4.04 million to
5.12 m illion. Y

• ' I n  C anada, n e t .  income of 
$592.3 m illion was a $626 million 
tu rn a ro u n d  from  money-losing 
1982.. ..... :

(Those are  the consolidated 
figures reported  by GM in De­
troit, and  don’t exactly match 
the figures issued from  GM of 
Canada because of exchange 
rates and  ad justm ents for cross- 
bo rder slrpm en ts. GM of Cun- 
ada repo rted  record sales of 
$13.8 billion (C anadian) and net 
income of $075.0 million.)

R esults from  Europe w eren 't 
so rosy. Sales rose 8 percent to 
$7.97 billion, and GM set a rec-.

Dealers bullish, cite 
strong sales prospects

By A1 Flaming
In i l u i i r y  E d i t o r

DALLAS. — Richard J. Gillis 
figures his timing couldn’t be 
better.

Last June, he bought n Ford 
dealership in Sterling, Va. Its 
break-even volume was 950 new 
vehicles a year, but it sold only 
256 vehicles in 1982 and was 
$300,000 in the red.

In the first half of 1983, Ster­
ling Ford (“Home of the Silver

cles to w ind  up w ith  755 sales 
for the  year.

“I’m excited  about the next 
two, three, fou r years,” gushed 
Gillis d u rin g  a respite a t the 
NADA convention last week.

" P e o p l e  are perceiving that 
now’s a good tim e to buy a car," 
he said. "T hey 're  feeling good 
about the ir jobs and the cost of 
money and a re  tu rn ing  in their 
old c l u n k e r s  on  new ones 
they’ve postponed buying."

&

nrd in m arket penetration, bu t 
it turned in  a loss of $228.3 m il­
lion. The company attributed 
most of the loss to the change 
in accounting procedures, but 
the competitive European m ar­
ket has led all m akers to cut 
their margins there. Using the 
old accounting methods, GM 
broke even in Europe in 1982, 
w ith profits of $6.2 million.

GM also lost money in 1983 
in Latin America ($15 million) 
and the Australia/Oceania re-

GMAC set ano ther' income 
record, this time $1 billion 
compared with its old record of 
$688 million, in 1982.

)M added more than $3 bil­
lion to its cash pot during the 
year, ending 19td with a stun­
ning $6.22 billion in cash and 
m arketable securities.

It spent $2.60 billion on R&D, 
up 20 percent from 19B2's $2.18 
b i l l i o n . . ' Y e ;

Capital spending of $4.01 bil­
lion was 35 percent less than 
1982's $6.21 billion. C a p i t a l  
spending is expected to be about 
$6 billion this year, GM said.

• GM contributed $100 million 
to its executive bonus plan, the 
first contribution in four years 
and the maximum allowable un­
der the 1977 formula. As GM 
promised the UAW, the sum is 
less than allowed • under the 
1082 formula, which was ap­
proved by stockholders shortly 
after UAW members granted the 
company concessions.

Another $26.5 million accrued 
to the Performance Achieve­
m ent Plan for 1983, the first 
such accrual since the plan was 
approved in 1982. It is the esti­
mate of w hat will be paid to 
about 500 top executives . for 
1983 if they nnd GM achieve 
long-term performance c b j e c - .  
tives. Payouts are scheduled for . 
1985 and 1987. .•

Profit-sharing p a y o u t s  for 
1983 to lower-level s a l a r i e d  
workers and hourly workers 
will amount to $322 million. GM 
paid $892 million in dividends 
during the year.

Fourth-quarter profits of $1.30 
billion ($4.11 a share) were 
nearly nine times the $145 mil­
lion (45 cents a share) made in 
the fourth q u a r t e r  of 1982. 
Quarterly sales of $20.82 billior 
were 50 percent more than the 
$13.80 billion of a year earlier. 
Unit sales for the quarter rose 
48 percent, from 1.43 million to
2.12 million.
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AMENDMENTS MADE TO CSSB 286 BY THE
HOUSE LABOR AND COMMERCE COMMITTEE SUB-COMMITTEE

1. Page 1, Line 29:
Insert the word "certified" following "by".

2. Page 2, Line 1:
Insert the words "dealer or" following "its".

3. Page 2, I ine 11:
Delete "30 days or more" and ir> its place insert "within 60 days".

4. Page 2, Line 12:
A new sentence is added to paragraph (4) which reads "Within 30 

days after receiving the notice required by this subsection the man­
ufacturer may make a final attempt to conform the vehicle before a 
refund is made under (b) of this section."

5. Page 2, Line 13:
Delete paragraph ( d ) .

C. Page 2, Line 23:
Insert the words "dealer or" before the word "repairing".

7. Page 2, Line 26:
Insert the words "dealer or" before the word "repairing".

8. Page 3, Line 6:
A new paragraph (2', is added which reads " the nonconformity 

makes the vehicle unsafe to operate and the same nonconformity has 
been subject to repair at least twice by the manufacturer, d istributor, 
dealer, or repairing agent during the express warranty term or the 
one-year period referred to in (1) of this section, whichever period 
terminates f irs t,  but the nonconformity continues to exist; or"

9. Page 3, Line 6:
The original paragraph (2) is . e-ti'Jed (3) and is inserted follow­

ing the new paragraph (2).

10. Page 3, Line 20:
Insert the word "full" following "the".

11. Page 3, Line 25:
Insert the word "or" following manufacturer, delete "or repairing 

agent" and insert the words "in the state" following distributor. Both 
commas on this line are also deleted.

12. Page 4, Line 4:
Delete "sold in the state shall maintain repair facilities or author­

ize repairing agents" and insert "who authorize the sale of the man­
ufacturer's or distributor's motor vehicles in the state shall maintain 
authorized dealership facilities".



13. Page 5, Line 1:
insert the word "warranty" following "and".

14. Page 6, Line 8:
Delete the words "includes a dealer or other person" 

the words "means a person".



AMENDMENTS MADE TO CSSB 286 BY THE
HOUSE LABOR AND COMMERCE COMMITTEE SUB-COMMITTEE

1. Page 1, Line 29:
Insert the word "certified" following "by".

2. Page 2, Line 1:
Insert the words "dealer or" following "its".

3. Page 2, Line 11:
Delete "30 days or more" and in its place insert "within 60 days".

4. Page 2, Line 12:
A new sentence is added to paragraph (4) which reads "Within 30 

days after receiving the notice required by this subsection the man­
ufacturer may make a final attempt to conform the vehicle before a 
refund is made under (b) of this section."

5. Page 2, Line 13:
Delete paragraph ( a) .

6. Page 2, 
Insert

Line 23:
the words "dealer or" before the word "repairing".

7. Page 2, 
Insert

Line 26:
the words "dealer or" before the word "repairing".

8. Page 3, Line 6:
A new paragraph (2) is added which reads " the nonconformity 

makes the vehicle unsafe to operate and the same nonconformity has 
been subjev.* to repair at least twice by the manufacturer, d istributor, 
dealer, or repairing agent during the express warranty term or the 
one-year period referred to in (1) of this section, whichever period 
terminates f irs t ,  but the nonconformity continues to exist; or"

9. Page 3, Line 6:
Tho original paragraph (2) is re-titled (3) and is inserted follow­

ing the new paragraph (2) .

10. Page 3, Line 20:
Insert the word "full" following "the".

11. Page 3, Line 25:
Insert the word "or" following manufacturer, delete "or repairing 

agent" and insert the words "in the state" following distributor. Both 
commas on this line are also deleted.

12. Page 4, Line 4:
Delete "sold in the state shall maintain repair facilities or author­

ize repairing agents" and insert "who authorize the sale of the man­
ufacturer's or distributor's motor vehicles in the state shall maintain 
authorized dealership facilities".



13. Page 5, Line 1:
Insert the word "warranty" following "and".

14. Page 6, Line 8:
Delete the words "includes a dealer or other person" and insert 

the words "means a person".



2. Page 2, Line 1:
Insert the words “dealer or" following "its".

3. Page 2, Line 11:
Deiete "30 days or more" and in its place insert "within 60 days".

4. Page 2, Line 12:
A new sentence is added to paragraph (4) which reads "Within 30 

days after receiving the notice required by this subsection the man­
ufacturer may make a final at ipt to conform the vehicle before a 
refund is made under (b) of t h . j  section."

5. Page 2, Line 13:
Delete paragraph ( d) .

6. Page 2, Line 23:
Insert the words "dealer or" before the word "repairing".

7. Page 2, Line ?5:
Insert the words "dealer or" before the word "repairing".

8. Page 3, Line 6:
A new paragraph (2) is added which reads " the nonconformity 

makes the vehicle unsafe to operate and the same nonconformity has 
been subject to repair at least twice by the manufacturer, d istributor, 
dealer, or repairing agent during the express warranty term or the 
cne-year period referred to in (1) of this section, whichever period 
terminates f irs t,  but the nonconformity continues to exist; or"

9. Page 3, Line 6:
The original paragraph (2) is re-titled (3) and is inserted follow­

ing the new paragraph ( 2) .

10. Page 3, Line 20:
Insert the word "full" folic ling "the".

11. Page 3, Line 25:
Insert the word "or" following manufacturer, delete "or repairing 

agent" and insert the r ords "in the state" following distributor. Both 
commas on this line are also deleted.

12. Page 4, Line 4:
Delete 'sold in the c tate shall maintain repair facilities or author­

ize repairing agents" an. insert "who authorize the sale of the man­
ufacturer's or distributor s motor vehicles in the state shall maintain 
authorized dealersh'p facilities".



13. Page 5, Line 1:
Insert the word "warranty" following "and".

14. Page 6, Line 8:
Deiete the words "includes a dealer or other person" and insert 

the words "means a person".



Deleting; finance charges from r e fund, c o n t i n u e d - -

Under the "Rule of 78s" w h i c h  A laska lav; says must be 

used to compute interest on early payment of a retail sales 

installme..;. loan, h ere is an example of h o w  a consumer will be 

penalized for the use of a lemon, if the finance charges are 

deleted from the bill.

Buyback of a lemon, used 12 out of 13 months;

Original cose of v e h icle $12,000.00
M a x i m u m  allowance for consumer

use (deduction) - 1,710.00
Buyback Re fund $10 , 290.00

If accrued finance charges are dropped from the bill, 
consumer's true purchase cost (without additional damages) is:

Down Payment $ 2,000.00
12 payments 3,350.04
Loan payoff  8,096.42

Total cost $13,446.46

Less Buvback Refun d $10,290.00

Consumer's cost to use car 12 months: $ 3,156.46

PRECEDENT:

Massachusetts, Delaware, and New Jersey specifically 

include finance charges in the refund. Six or seven more states 

allow refund of "full p urchase price" plus a b r o a d  category of 

collateral charges (interest not specifically  included or 

e x c l u d e d ) .



Tfrree/iiig, nut unviug
By H E P . M IK E  M IL L E R

One of tho nios’; im portan t consum er p ro te a io n  hills before  the 
legislature this year would, if passed , fo rce autom obile  m anufac­
tu rers to  rep a ir o r  rep lace  " lem o n s”  sc/ld to  Alaskan car 
purchasers.

This legislation is literally  a m a tte r  of life and dea th . One K enai 
Peninsu la residen t lost fam ily m em bers because  of defects in a 
car he  purchased  as new . T his is ju s t one of m any actual and 
potential traged ies on our roads d ue  to defective autom obiles — 
vehicles supposedly brand new  and  ju st off the  show room  floor.

A ccording to the  C onsum er P ro tec tion  Division of the  Alaska 
A ttorney G en e ra l's  Office, betw een  800 and 900 Alaskans 
purchase d e feu i w: veh.ydes each  year.

Most of us art.- c a r ow ners, and purchasing  i now ca r is one of 
the  m ajor financial com m itm en ts we m ake. As sponsor of the  
H ouse version of th e  " lem o n  b ill,”  I f e d  very strongly that 
autom obile  m w nufsclurers have a  responsibility  to  D o se  who 
purchase th e ir  ca rs. 'U nfortunately , case after c m  show n th a t the 
m anufacturers often lum  -a deaf e a r  to  the  ow ner; of th t  cars tha t 
spend m ost of th e ir Vme in the  shop.

CSSB 286, th e  Senate version of the  loi..*:i M l, vas iid ioduced  
by Sen Bill Re.) am/, has passed the  Senate.. TheT.viu»;.* »i, ik ir  and 
C om m erce C om m ittee  is cu rren tly  conducting j^flclc  h r  trmgs on 
this legislation. I strongly encourage citizen.1 to hisiit'y I » favor of 
this crucial leglslsi/iiun.

U nfortunately , pow erful econom ic in te rest groups a u- cu rren tly  
' tryircg i|a w a te r the  bill dow n, so tha t burtinccs can go on as usual. 

That is the  reason  strong citizen response is so im po rtan t right 
now.

Th« bill passed by the  Senate  gives strong  pro tection  to the 
purchaser of a. defective car, w hile  pu tting  the  responsibility on 
the m anufac tu rer, not th e  A laskan dealer. T he  bill req u ires the

m an u fac tu rer to  buy back defective vehicles if th e  defect is not 
rep aired  — u n d e r the  te rm s of the  m an au fac tu re r’s  own w arran ty  
— w ith in  a y ea r a fte r  purchase. A ca r is considered  a " le m o n "  if 
the  sam e d efec t has been  su b jec t to  re p a ir  th ree  o r m o re  tim es 
w ithin  th a t year, o r  if the  vehicle has been  in th e  rep a ir shop for a 
to tal of 30 o r m o re  business days during th e  year.

If these  conditions a re  no t m e t, th e  ow ner of th e  lem on vehicle 
then  has th e  righ t to full refund  of the  purchase  price  of the  car, 
including finance charges, less d ep recia tion  and any dam age done 
w hile in the  ow n er’s possession.

A m ong o th e r provisions, th e  bill requ ires m an ufac tu rers  to  
notify the  buyers of Iheir rights u nder th e  legislation.

W hat could be  m ore fair? T his is already  being done in 
M assachusetts and California, and th e re  is no reason  for Alaska 
n o t to  p ro tec t its c itu e n s  in th is m anner.

U nfortunately , bolh  dealers and  m anufac tu rers a re  a ttem p tin g  
to  take the  tee th  oul of the  bill. *

D ealers w an t the  hill am ended  to change the num ber of allowed 
repairs from  th ree  to  four; to dele te  finance charges from  the  
re im b ursem en t req u irem en t; and to  p lace responsibility  of n rtify- 
ing consum ers of Ineir w arran ty  rights w ith  th e  sta te , not the  
.ran u fa c tn re r . i*

M anufactu rers also  w an t the bill w eakened. C urrently , Alaska is 
tb< v>r.y s ta te  In the  nation  in which tire ca r ow ner m ust pay air 
fniglM \! p a r ts  m usi be  o rdered  from  outside. T he bill would close 
this lto p h o le  by requiring  the  m a n a u fa d u re r  to  pay a ir  freight 
jt;.si .Vi fiir.y do  in th e  o th er 49 sta tes. M anufactu rers w ant this sec­
tion oill dele ted .

M ar. iii.irturers also w an t to  d ele te  the  section that requires 
them  U  pay back finance charges to the  lem on ow ner. T h e  reason 
for rcf//ijl'..1ng th e  repaym en t of financing in te rest charges is s im ­
ple: : rd ing  to  th e  A ttorney  G en era l’s testim ony, 75 percen t of

all cm .; purchased  in Alaska a re  financed . M any cars a re  financed 
thro  igh dea lersh ip s and  m an ufac tu rer’s subsid iaries. In  fact. 
G en era l M otors A cceptance C orp. finances 80 percen t of all GM 
cars so ld  in th e  sta te . D ealers m ake m oney if a ca r is financed in 
this way. T hey certainly  don’t  w an t to  have to  give it back, even if 
the  e a r  they sold is a lem on.

I  also have som e am en d m en ts  tha t I  would like to see, because 
in co n tra s t w ith  th e  opinions of th e  dea le rs  and  m anufacturers, I 
don ’t  thi nk the  bill goes fa r enough.

I think tha t purchasers of lem ons should  also be  reim bursed .for 
the ir out-of-pocket expenses fo r necessary ca r ren ta l w hile their 
lem on is being rep a ired , and also  for any towing charges resulting 
from  w arran ted  failures.

If th e  d efec t is o ne  affecting the  life safety  of passengers, I think 
the  d ea le r  should  b e  allow ed only tw o a ttem p ts  a t  repair instead 
of th re e  before  th e  refund  process triggers.

Y o u r local Legislative In fo rm ation  Office can provide you w ith 
a copy of th e  bill, ,-nd w ith  d ates and tim es of upcom ing com mit-, 
tee  hearings, th e  nex t one being W ednesday a t  8:15 a.m . You can 
also call the  L .I.O . to  send a  Pub lic  Opinion M essage to your 
leg islators in su pp ort of this all-im portan t consum er protection 
Issue, as w ritten  o r stronger.

I can th ink  of few issues this year th a t will affect public safety 
and  w ellbeing as m uch  civ the passage of this bill.

U nfortunately , I am  afraid  th a t econom ic in te rests m ay be talk­
ing louder than  the  public in terest.

D o n 't let the  House L abor and C om m erce C om m ittee  turn  the 
lem on ca r bill into a law that is itself a weak lemon!

R ep. M ike M iller of Ju neau  is IIcusc  Dem ocratic m inority 
ten d er and a six-term  v eteran  in the  s ta le  House of R epresen­
tative!:.

c H ' n a u  ' t o y / ' K -  v //7/fjiy

1 r —- — u * » .v





MARCH 22, 1984

TO : JOHN

FROM: KEN

RE: CSSB 296 "RELATING TO CERTAIN LICENSES, PERMITS, AND ‘

REGISTRATIONS"

THE PURPOSE OF SENATE B ILL 296 IS TO REDUCE THE AMOUNT 

PAPERWORK AND PREPARATION REQUIRED TO OBTAIN OR RENEW A 

LICENSE, PERMIT, OR REG ISTRATIO N. UNDER CURRENT STATUTES 

REGISTRATION AND RENEWAL FEES ARE PAID ON AN ANNUAL 

BASIS. THIS LEGISLATION SET UP A BIENNIAL RENEWAL SYSTEM 

AND DOUBLE THE DOUBLE THE FEES.

FOR YOUR CONSIDERATION:

JOHN LINDAUER HAS PROPOSED A NUMBER OF AMENDMENTS TO 

THIS BILL WHICH WOULD AIDE THE DEPARTMENT OF LABOR IN 

THEIR FEE AND C ER TIFIC A TE STRUCTURE. THE DEPARTMENT OF 

COURSE SUPPORTS THE AMENDMENTS. HALFORD AND BENNETT, 

WHO SPONSORED THE BILL O R IG IN A LL Y, SAY THEY SEE NOTHING 

WRONG WITH ALLOWING THE AMENDMENTS TO BE ADDED.



Q U E S T I O N S :

1. WHY DOES SB 296 R ESTRIC T ITS APPLICATION TO ONLY THESE 

BILLS ?

2. WHY HAS THE DEPARTMENT CHOSEN 296 FOR THESE SUGGESTED 

AMENDMENTS AND WHY ARE TH EY NECESSARY ?



f r ’

STATE OF ALASKA 1984 l e g i s l a t i v e s e s s i o n

FISCAL MOTE

Revision Date: 2/21/84

REOUEST _  „„ _  FISCAL DETAIL „ _ „ . „
Bill/Resolution f.'o.: CS SB 296 Agency Affected: Commerce 5 Economic Dev.

Ti t l e : 11 A n  A c t  r e l a t i n g  to Program Category Affected:___________________

n n n un 1 - h i c n n i :i 1 l i c e n s i n g "  _P i il~> I i c P r n t o c t i o n 1 , ________________
Sponsor; [ :,i,0 ,. <-, c.n minor,-o fmnm' OKU, Program or S u b p r o g r a m ^ )  Artec tea:

Requestor :sr»nnt n r  FI l a s o n ________ .Occupaf. i o n a 1 l.i m n  s i ng__________________
Date of Request: 2 J 2 S H M  _________________________________________

FY 84 FY 8"S FY 8b FY 37 FY 88 FY 89
AT ING
<AL SERVICES

..ACTUAL

*41)0 -oAPLIES

500 EQUIPMENT
. . . . . .  .

600 LAND L STRUCTURES

700 CRANTS, CLAIMS

300 MISCELLANEOUS

TOTAL OPERATING U 0 0 u 0

1 CAPITAL I I  1 1 l

1 REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Doll a rs)
CE..ERAL FUND

. . j . .  .  . . . .
.............  I 1 1

FEDERAL FUNDS 1 1 1 :
OTHER 1 1 1 1 i
total 0 0  i 0 0 | 0  i 0  1

POSITIONS:
FU LL -nM E  

PART-TIME 

TEMPORARY

....................... 1

!

1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT DF BILL:

N/A

ANALYSIS: Attac:ac); a separate pagi 
j(j/ci'\/U£\

Prepared By: Darrell Miller 
Division: Occupatio nal l.iecrts P/Ti;

ge for analysis (sec attached)

Phone: 465-253^ 

Date: 2 /2 1/84

Approved by Commission0 : Richard A. I.yon_______ Date: f ^ Lf-
Agency:______ Commcr- c »‘i licononnc l>ovelo|)iiu?nt *

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agcncy(ies) 12/1/83



C!> SENATE iJILL NO. 296

F I S C A L  A N A L Y S I S :

T h o  a n a l y s i s  o f  t h i s  b i l l  is c o n f i n e d  t o  S e e .  1 5 2 ,  r e g i s t r a t i o n  

a n d  r e n e w a l  f e e s  for c o n s t r u c t i o n  c o n t r a c t o r s ;  S e c .  3, initis.l 
l i c e n s e  a n d  r e n e w a l  f e e s  f o r  g u i d e s ;  a n d  S e e .  8, r e n e w a l  o f  

r e g i s t r a t i o n  f o r  c o n c e r t  p r o m o t e r s .  T h e  r e m a i n d e r  o f  t h i s  b i l i  

h a s  n o  i m p a c t  o n  t h e  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  f u n c t i o n s .

T h e  p r o v i s i o n s  o f  t h i s  b i l l  h a s  n o  i m p a c t  on e x p e n d i t u r e s  a n d  

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

l i c e n  s i n g  in s u c c e e d i n g  f i s c a l  y e a r s .

U n d e r  e x i s t i n g  s t a t u t e s ,  c o n t r a c t o r  r e g i s t r .t i o n , g u i d e  l i c e n s e s  

a n d  c o n c e r t  p r o m o t e r  r e g i s t r a t i o n s  m u s t  b r e n e w e d  a n n u a l l y .  T h i s  

b i l l  p r o v i d e s  an a m e n d m e n t  to t h o s e  s t a t u t e s  to e x t e n d  t h e  r e n e w a l  
o f  t h e  l i c e n s e s / r e g i s t r a t i o n s  t o  b i e n n i a l .

T h i s  b i l l  p r o v i d e s  f o r  i n i t i a l  a n d  r e n e w a l  f e e s  f o r  c o n t r a c t o r  

r e g i s t r a t i o n ,  g u i d e  l i c e n s i n g ,  a n d  t h e  r e n e w a l  f ee o n l y  f o r  

c o n c e r t  p r o m o t e r s  r e g i s t r a t i o n ,  t o  b e  i n c r e a s e d  1001.

In e f f e c t  t h i s  is n o  n e t  i n c r e a s e  in t h e  f e e  s t r u c t u r e .  T h e  

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

p r e s e n t  a n n u a l  p e r i o d .  T h i s  w o u l d  be r e f l e c t e d  in t h e  a m o u n t  

o f  r e v e n u e  g e n e r a t e d  in a li cci i s c / r e  g i s  t r a t i  on r e n e w a l  y e a r  

v e r s u s  t h a t  o f  t h e  o f f  y e a r .  O v e r  a p e r i o d  o f  t w o  f i s c a l  y e a r s  

t h e  r e v e n u e  g e n e r a t e d  w o u l d  b e  i d e n t i c a l  to t h a t  i f  t h e  a n n u a l  

r e n e w a l  r e q u i r e m e n t  is m a i n t a i n e d .



FISCAL’ NOTE

ptevision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.: CS SB 296 (L&C'ft'giency Affected: Public Safety______
Title: An Act relating to certain Program Category Affected: 
licenses, permits, and registratio;is... Life & Property Protection

Sponsor: H a l f o r d ____________ “ BRU, Program or Subprogram(s) Affected:

Requestor: henate L & C  _________ ’ Division of Motor Vehicles_________
Date of Request: 2-21-34 ~Z., _____

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATIC
FY 84 FY 85 FY 86 TY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

400 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING •" (j- - 0 - - 0 - - 0 - -0- - 0 -

I CAPITAL | | | |

1 REVENUE

FUNDING: (Thousands of Dollars)
r.FWPRAi pnwnCENERAL FUND 

FEDERAL FUNDS 

0 CHER 

TOTAL

%

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

/ M
Prepared 3y:________Bill Browm ^  Phone: 465-4335
Division:___________Motor Vehicles ______ Date: 2-21-84

Approved by pommissioner:_J;  L'V/w/) /fC Date:
Agency: jjA'frub.lic Safety J '' .

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 

Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA 1384 LEGISLATIVE SESSION
riSCAL NOTE

Revision Date 2/21/84

CSSB 296

REQUEST
Bill/Resolution No:____________________

Title: Extending the periods for which 

certain liens, prmts & reqi'-trtns are 
vaj_id & adjusting fees for certain lens,
prints b registrns._____________________
Sponsor: Halford b Bc-nnett_____________
Requestor: Senate Labor & Commerce C:nt. 
Date of Request:________

FISCAL DEI All.
Agency Affected: Revenue
Program Category Affected: Revenue 
Management & Collection__________

BRU, Program or Subprogram(s) Affected: 
Public Services Division BRU

EXPENDITURES/REVENUES: (Thousands rf Dollars)

I i rY 84 | FY 86
\ OPERATING

FY 8o

I
I 100 PERSONAL SERVICES 
: 200 TRAVEL
( 300 CONTRACTUAL
I 400 SUPPLIES
I 500 EQUIPMENT
I 600 LANDS & STRUCTURES 
| 700 GRANTS, CLAIMS
I 800 MISCELLANEOUS
I TOTAL OPERA IING ■| -0- I - 0 - I - 0 -

FY 87 | FY 88 | FY 89

I

- 0 - 0 - I - 0 -

CAPITAL

I_______REVENUE (General Tumi)-

FUNDING: (Thousands of Dollars)

12.U T O T O  | (12.0) | TO "

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL | - 0 - | - 0 - | - 0 - 0 - | - 0 - | - 0 -

POSITIONS:

I FULL-TIME 
| PART-TIME 
! TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL

ANALYSIS: Revenue figures reflect timing of biennial license sales

1

Prepared By: Martin J. Richard

Division: Public Services Division

Approved by Commissioner: 

Agency: _____________ (I

Phone: 465-2392 
Date: 2/21/34

Date:

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
_Requestor_.
Office of Management and Budget 

Impacted Agency(ies)



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Oili/Resolution N o . : SB 296_____  Agency Affected: Dept, of Fish & Game

Title: an act relating to certain Program Category Affected: Natural__

licenses, permits, and registrntions________________ Resource_Management___________

Sponsor; H a K o r d  & Bennett  BRU, Program or Subprogram(s ) Affected:
Requestor; Eliiison (L & C)__________  Commercial Fisheries Entry Commission

Date of Request.:_____ 2/21/84__________________________________________________

EXPEND ITURFS/REVENUES; (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES 14.1 0 0 0

200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES
500 EQUIPMENT

600 LAND 4 STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 14 .1 0 0 0

CAPITAL 0 0 0 0

! REVENUE 0 0 0 0

FUNDING: (Thousands of Doll ars)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORAL

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

NONE REQUESTED

ANALYSIS: Attach a separate page for analysis

Prepared By:____Christine Kelly,-/Licensing Admn.  Phone: 465-4081
Division: C-mmiorcinl. Fisheries Entry Comm.______  Date:____ 2/24/84

Approved by Commissioner: A )  S y / ______

Agency: Commerc ini Fisher ics Entry CoOmi._____7
Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Date:

~ 7  Y  ’

12/1/83



FISCAL NOTE: SB 296 ANALYSIS

The implementation of optional two year licensing of commercial fishing 

vessels will increase operating costs by approximately $14.1 in the 

first year of implementation as system analysis and programming necessary 

to adapt on-line licensing files is estimated to take three months. In 

subsequent years there will be no increase in operating costs.

Revenue w i l l  not increase or decrease as a result of this legislation 

because the number of vessel licenses issued per year wil l  not be affected. 
Vessel owners that choose the two year option will receive the license 
for the first year immediately upon the Commission's receipt of the 

application and the license for the second year wi l l  automatically be 
issued prior to the start of that year.

%





ANCHORAGE PROFESSIONAL PH/ RMACY
26.51 DaBarr Ra . Suite *226 • Box 1x520 
A n c fc ta o e . A laska t>»510 • (907) 264-1660

DOWN T O W N  REXALL DRUG
415 W e s t5 m -P O  Sex 1.520 
A ncho toge. A laska 99510 • (907)277.2667

la k e s  a e  Mali • Box 520
Momer, Alaska 99603 • (907) 235-B594

ULMER REXALL & TRUE VALUE HARDWARE

O

23 M a r c h  1984

Honorable Joe L. Haves 
S P E AKER O F  THE HOUSE 
of R epresenta tives 
Po u c h  V
Ju n e a u  , A l a s k a  99811 

Dear Joe,

Ma n y  thanks for y o u r  letter of March 17. It is g r a t i f y i n g  to me 
to know that y o u  , R e p r e s e n t a t i v e  Cowdery, and S e nator E l i a s o n  
are taking a hard look at w h a t  is happening r e g a rding 
i m p l e m e n t a t i o n  of A ? ’ska's C o n t r o l l e d  Substance A c t  and 
p a r t i c u l a r l y  AS 17.. of that Act.

The Board of Pharmacy was h a n d e d  the ball by the L e g i s l a t u r e , a l o n g  
w i t h  fundin g to hire an E x e c utive Secretary and Investigator. 
U n f o r t u n a t l y  these titles w e r e  not included as s p e cific w o r d i n g  
in the lavr , although these positions were r e p e a t e d l y  
m e n t i o n e d  w h e n  the l egisl ation was being c o n s i d e r e d  and passed.

Board request s .for an E x e c u t i v e  S ecretary , have r e p e a t e d l y  been 
i g nor ed by the Governor, the C o m m i s s i o n e r  of Comme r c e  , and the 
Di r ec tor of O c c u p a t i o n a l  L i c e nsing (DOL). I b e l i e v e  all of them 
have a m i s c o n c e p t i o n  of the i n tent , the i mportanc e , and the 
timely im p l e m e n t a t i o n  of the Law.

F e d eral s t a t i s t i c s ,on file w i t h  the Alaska D e p a r t m e n t  of L a w  ,
show that con trolled s u b s tanc e from the legitimate i n d ustry 
account for some 60 % of deaths of patients b r o u g h t  to 
hospita l e m e r g e n c y  rooms w i t h  drug related problems ( n a t i o n  wide) . 
Statisti cs also show ,over 60% of drug related problems of p a t i e n t s  
being treated in hospital e m e r genc y rooms, come from drugs from the 
legitimate industry. T hese  drugs are obta ined by armed robbery, 
by after hour breakins, by pre scr i p t i o n s  from u n s c r u p u l o u s  
practitioners, by forgery of p r e c s r i p t i o n s , or by sale by
unscru p u l o u s  p h a r m a c i s t s ........... but all from the le. ’timate
industry.

The federal Drug E n f o r c e m e n t  Administration(DEA) and state and 
local drug e n f o r c e m e n t  units ha ve their hands full d e a l i n g  w i t h  
the "street traffic" i l l e g i t i m a t e  entrance of and use of 
c o n t r o l l e d  substan ces in all states . They rely on state laws, 
such as A l a s k a ' s  AS 17.30 to deal with the legiti mate industry. 
M o s t  • states effec t i v e l y  do this through their Boards of P h a r m a c y
N o  big b u e a r a c y  is n e eded . W y o m i n g  does it quietly, and cost 
e f f e c t i v e l y  w i t h  one Execu t i v e  Secretary and one Investigator,
U n d e r  the direc t i o n  of its Board of Pharmacy. A l a s k a  w o u l d  do 
well to e m u late this p r o g r a m  and the Board p l a nned just that.



Honora ble Joe L. Hayes 
page 2.

Y o u  and R e p r e s e n t a t i v e  C o w d e r y  ana Senator  Eliason all have 
documented e v i d e n c e  of the v a l i e n t  effort by the Board 
of Pharmacy to c a rry out the intent of the Legislature.
I w i l l  not r epeat  all of that here, but it is im portant for
y o u  to know that I did spend m a n y  long hours d r a fti ng
b o t h ........ p r o p o s e d  regu la t i o n s  and job q u a l i f i c a t i o n s
and a job d e s c r i p t i o n  for the E x e c utive S e c r e t a r y . The later
may be of v alue to you w h e n  y o u  propose l egislati on to
m a n d a t e  cr eation of the position.

Again thanks for y o u r  letter , y o u r  interest , and your 
help in drafting and p a ssing l egislat ion that w i l l  clarify 
legislative i n t e n t  . If I can be of assistance in this 
e ffor t , please call me.

Since the G o v e r n o r  r e m oved m e  from the Board, and r e f used to 
r eappoint the m e m b e r  from Sitka and has indicated that he 
w i l l  not r e a p poi nt the p r e s e n t  e x p e r i e n c e d  S e c r e t a r y  of the Board, 
the Board wi ll be down to one p r o f e s s i o n a l  and one lay m e m b e r  
w i t h  any real e x p e r i e n c e  . The new inexp erienced Board will 
desper a t e l y  n e u d  the E x e c u t i v e  Secretary .

Sincerely,

Eldon R. Ulmer, R.Ph

Copy: v 'Representative J o h n  C o w dery 
Senator Dick Eliason
Charles Rush , R.PH. S e c r e t a r y  Board of P h a r m a c y
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A  P E R F O R M A N C E  R E P O R T  
O N  T E E  

B O A R D  OF P H A R M A C Y

J u l y  1, 1980 to F e b r u a r y  28, 1983

A u d i t  C o ntr ol N umber

0 8 - 1 1 1 4 - 5 1 - 8 3 - R

Commissioner , D e p a r t m e n t  of
C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t

D e p u t y  C o m m i s s i o n e r s ,  D e p a r t m e n t  of 
Co m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

R i c h a r d  A. L y o n

V i n c e n t  O ' R e i l l y  
T e r r y  E lder

M e m b e r s  of the B o a r d  of P h a r m a c y

C h a i r m a n
Se c r e t a r y
M e m b e r
M e m b e r
M e m b e r
M e m b e r
M e m b e r

E l d o n  U l m e r  
M a r g a r e t  Soden  
S u s a n  R o bert s 
R o b e r t  Sni^'-r 
J a m e s  M c d j r c l e  
C h a r l e s  R u s h  
S i n n e y  Fry
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THE LEGISLATURE /
BUDGET AND AUDIT COMMITTEE i

Ma y  17, 1983

j  AUDIT DIVISION 
' POUCH W 

JUNEAU. ALASKA 99811

Members of the
Legislative Budget and Audit Committee:

In accordance w i t h  the previsions of Titles 24 and 44 of the 
Alaska Statutes ( s u nset), the attached report is submitted 
for your review.

A  PERFORMANCE REPORT 
ON THE 

BOARD OF PHARMACY

July 1, 1980 to February 28, 1983

Gerald L. Wilkerson, CPA 
Legislative Auditor 
Divisio n of Legislative Audit
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PURPOSE AND SCOPE OF THE REPORT

PURPOSE

In accordance w i t h  the intent of Titles 24 and 44 of the 
A laska Statutes (sunset legislation) , w e  have reviewed the 
activities of the Board of Pharmacy for the past three f is­
cal years. Our examination was conducted to determine if 
the Board has be en operating in an efficient and effective 
m a n n e r .

Legislative intent requires consideration of this report 
during legislative oversight hearings to determine whether 
the Board of Pharmacy should be reestablished. The law now 
specifies that the Board will terminate June 30, 1984, and 
have one year from that date to conclude its affairs.

SCOPE

The m ajor areas of our examination wer e the licensing, e x­
amination, administration, complaint, and affirmative action 
functions of the Board. We reviewed and evaluated the fol­
lowing:

1. Applicable statutes and regulations.

2. Interviews with the license examiners.

3. Tests of files and documents of licensees.

4. Complaints filed with the Division of Occupational L i­
censing, Human Rights Commission, Equal Employment 
Opportunity Office, Attorney General's Office, and the 
Ombudsman Office.

5. Discussions with  Board members.

6. Minutes of Board meetings and Division correspondence
files.

7. Attorney General Opinions applicable to professional 
b o a r d s .
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O R G A N I Z A T I O N  A N D  F U N C T I O N

The Beard of Pharmacy is a regulatory h o a r d  w i t h  seven m e m­
bers; two public members having no direct financial interest 
in the health care industry, and five professional members 
with three years practical experience and licensed in Alaska. 
Whenever possible, each judicial district ishould be r e p r e­
sented b y  a Board member.

The Board regulates five types of licenses; pharmacists, 
retail pharmacies, wholesale pharmacies, hospital pharmacies 
and drug rooms. The Board sets the m i n i m u m  standards to 
practice in Alaska by:

1. Examining and issuing licenses to qualified applicants.

2. Establishing, amending, or eliminating regulations con­
trolling pharmacy practices.

3. Revoking, annulling or suspending licenses in a c c o r­
dance w i t h  the Administrative Procedures Act when a 
person has violated pharmacy statutes or regulations.

Applicants for registration as a pharmacist are required to 
pass the National Association of the Boards of Pharmacy L i­
censing Examination (NABPL EX), and a jurisprudence exac. 
covering Alaska pharmacy law and the Federal Controlled Sub­
stance Act.

Pharmacists licensed to practice in another state who apply 
for licensure in Alaska, can be licensed by credentials, 
except for those applicants from California or Louisiana. 
These two states require applicants to pass a state exam, 
not the national exam. Consequently, these applicants must 
take the national exam when applying in Alaska.

The Board m a y  also issue temporary or emergency permits. 
Temporary permits allow qualified applicants to practice 
until the Board can formally license them; emergency permits 
allow pharmacists licensed in another state to practice in 
Alaska in an emergency. Both permits are limited in their 
duration and application.
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REPORT CONCLUSION

This report contains policy issues raised as a result of our 
evaluation of various Board practices. The final policy 
decisions affecting these practices are not w i t h i n  the scope 
of this report but require legislative consideration. In 
debating these issues, the oversight- committees should take 
into consideration the findings and recommendations p r e s e n t­
ed in :his report so the potential impact of policy changes 
can be evaluated.

Report Conclusion

In our opinion, the Board of Pharmacy should be r e e s t a b­
lished. The regulation and licensing of qualified profes­
sionals is necessary to protect the public's health, safety, 
and welfare. The Board provides this service by establis h­
ing m i n i m u m  educational and experience requirements that 
provide reasonable assurance that persons licensed are q u a l­
ified. Also, assurances that those licensed act in a c o m p e­
tent manner is provided by active investigation of c o m­
plaints and revocation or suspension of licenses where a p­
propriate.

However, the following findings describe areas where w e a k­
nesses or conflicts exist. We have made recommendations 
which, if implemented, will improve the efficiency and e f­
fectiveness of the Board.

Policy Issues
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Board  of Pharmacy should allow the D i v is ion of O c c u p a­
tional Licensing (OL) to perform its administrative dutxei- 
as described in AS 08.01.050 to improve documentation and 
file m a n a g e m e n t .

The Secretary of the Board receives license fees and appli­
cations, keeps applicant files, sends n otifi c a t i o n  of exam 
results, and issues temporary permits. Each  of these r e­
sponsibilities has been assigned by the Legis lature to the 
D epartment of Commerce and Economic Development, Division of 
Occupational Licensing. The above situation exists because 
the previous Secretary believed he could be more efficient 
in maint a i n i n g  the filesi and processing the applications.
We disagree.

The Division of Occupational Licensing is able to provide 
c o n t i n u o u s , uninterrupted service while Board membership 
changes causing address changes and file transfers.

Additionally, the Secretary of the Board m a y  not be equipped 
w i t h  the space or security needed to ma int a i n  confidenti al­
ity of files and to safeguard State assets. Furthermore, 
applicants become confused about w he re to send their d o c u­
ments .

N oncompliance with AS 08.01.050 is the major cause of the 
following problems:

A. In seven of ten files reviewed for proper permanent 
licensure, we were unable to assure ourselves the a p­
plicant had passed the jurisprudence exam.

B. In two of the files, we were unable to verify the a p­
plicants had satisfied the internship requirement. The 
Board reviewed these files and was unable to satisfy us 
that: the requirements had been met. One file was m i s­
sing documentation and the other file had documentation 
we considered insufficient in relation to that required 
of other applicants. Most applicants wer e required to 
have certified copies of hours w ork ed from supervising 
pharmacists. In this case, documentation consisted of 
an internship permit issued by the; Board with no e v i­
dence any hours had been worked.

C. Te mporary permits are being issued by individual Board 
members without complete documentation cn file in DOL. 
This procecure has resulted in inconsistent issuances 
of temporary permits. Furthermore, it allows for the 
possibility of unqualified individuals being licensed.

-7-
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Prior to the February 1983 Board meeting, we reviewed 
each application for permanent licensure scheduled for 
B oard consideration. Each applicant h a d  already been 
issued a temporary permit. In five of eleven cases, 
there was insufficient documentation in the applicant's 
file to show that all requirements for temporary licen­
sure h a d  bee n met.

By the time of the February 1983 meeting, all necessary 
documenta tion to support issuance of temporary permits, 
except for a jurisprudence exam, h ad either been r e­
ceived by OL or brought to the m e et ing by the Secretary 
of the Board. With the additional documentation, we 
determined that no temporary permit had been  issued to 
an u nqual ified applicant. However, the possibility 
exists for a person to be improperly licensed for a 
short time.

The B oard should ensure all documentation is sent d i­
rectly to OL. Wh en the file is complete, a member of 
the Board can either issue the permit or direct OL to 
issue the permit. This procedure will ensure that all 
n e c e ssary documentation is on file at OL before is­
suance of temporary p e r m i t s .

D. A l a s k a  Statute 08.80.157 requires proof that an appli­
cant for a retail or wholesale pharmacy license has the 
land, facilities and equipment necessary to carry on 
business. Also, that the applicant be free of any con­
vic t i o n  of a federal or state drug offense and free of 
any addiction.

W e  reviewed seven pharmacy files and none of the files 
contained sufficient documentation to issue a license. 
We discussed our finding wit h the Board and determined 
it was not their policy to include this documentation. 
They k n e w  who h a d  the facilities and relied on a tele­
phone call from the Drug Enforcement Administration to 
satisfy the conviction requirement.

We believe the Board should adopt a policy to document 
satisfaction of thr licensing requirements. The p r o c e­
dures need not be elaborate, but should supply suffi ci­
ent proof that the applicant complies wit h law.

We recommend the Beard ensure that all files, applications,
fees and exam results are sent directly to OL. Alt'c, that
temporary permits are only issued after all documercation
has been received by OL.

STATE  O F  ALA SKA
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The Board of Pharmacy -.h ould reevaluate its regulations g o v­
erning continuing e d u c a t i o n .

The following requirements of continuing education should be 
reviewed.

A. Regulations require nonacademic programs to have an 
examination or another me thod of assuring satisfactory 
completion of the program before continuing education 
credit will be given. The Board allowed continuing 
education credit to be given to an individual w h e n  the 
no nacademic  requirement h a d  not been met. 'rrhe reason 
given for allowing these credits was that the r e g u l a­
tions were too stringent.

If the Board believes its regulations to be arbitrary 
or unreasonable, those regulations should be changed 
before  accepting nonregulation continuing education 
credits. Compliance w i t h  existing regulations will 
ensure that all licensees are treated equally and c o n­
sistently until changes can be made.

B. The Board has described four instances w h e n  they will 
excuse a licensee from continued competency r e q u i r e­
ments. These causes are chronic illness, retirement, 
m i l itary service, or hardships as individually d e t e r­
mined by the Board.

In our opinion, it is more reasonable to require in di­
viduals who have been chronically ill, retired or in 
the m i l itary to demonstrate their continued competency, 
than those who have not interrupted their practice. We 
also understand that those pe:sons who have been chro n­
ically ill should not be penalized for their illness.

However, the Board has the ability, under the hardship 
clause, to determine each case individually. They 
should evaluate the changes in the pr ofession and d e v e­
lop a plan for the individual that w o u l d  allow h i m  or 
her to practice while fulfilling the continuing educ a­
tion requirements. This w o u l d  fulfill the Board's p r i­
mary purpose to protect the public while not unduly 
penalizing the professional.

Recommendation Mo. 3

The Board of Pharmacy and the Division of Occupational L i­
censing should* introduce legislation that will clarify c e r­
tain statutory r e q u i r e m e n t s .

Alaska Statute 08.01.050(19) places the re sponsibility for

Recommend ation No. 2

STATE O F A LA S K A
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p erfor m i n g  investigations with the Division; A laska Statute 
08.01.070 assigns to the Board the requesting authority. 
However, AS 08.80.030(3) also gives the Board the authority 
to conduct investigations. This conflict has caused fric­
tion b e t w e e n  the D ivision and the Board.

The B o a r d  is concerned that the D i v i s i o n  is not informing 
them of complaints or- investigations concerning pharmacy, 
w h i l e  the D i v ision is concerned that the Board not become 
involved ir the investigation to such an extent as to p r e j u­
dice the case. Also, the Board m u s t  remain impartial in 
case they b ecome involved in any disciplinary action against 
the licensee.

L e g i s l a t i o n  is necess ary to clarify the responsibilities ^f 
the Board and the Division so b o t h  will be confident they 
are properly performing their statutory duties.

R e c o mmend ation No. A

The Office of the Governor should ensure that Board members 
are p r o perly a p p o i n t e d .

In July of 1980, the Legislature limited the number of con­
secutive terms a Board member could serve to two and reduced 
the term from five years to four. The intent of AS 08.80.020 
as amended, was to make service on the Board accessible to 
more individuals in the profession.

In discussions w i t h  Legislative Affairs' attorneys, it b e­
came clear that the intent of the Legislature was to include 
service prior to July, 1980, in determining the limitation. 
Three member s of the Board of P h a rmacy have served longer 
than is allowed w h e n  prior service is applied.

One m e m b e r  has served for sixteen years as of M ar ch 31,
1983, thirteen of t.. se years prior to July, 1980. This 
same m e m b e r  was reappointed after the effective date of A 3- 
08.80.020. At the end of his present term, he will have 
served n i n eteen years. Two other members will have served 
twelve and ten years at the end of their present terms on 
M a r c h  31, 198A and March 31, 1985, respectively.

Additionally, three members of the Board appointed after the 
effective date of the legislation, have been appointed for 
five year termo instead of four.

W e  recomr.and the Office of the Go vernor ensure that B ard 
members are appointed in accordance with statute.

STATE  O F  A LA S K A
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ANALYSIS OF PUBLIC NEED

T h e  following analyses indicate b o t h  positive and negative 
factors as they relate to the public need as defined in the 
"sunset" law. These -analyses are not intended to be compre­
hensive, but to address those areas we were able to cover 
during our review.

I . The extent to w h i c h  the board, commission or program
has operated in the public i n t e r e s T I

A. The Board has held public m eetings three times a 
year.

B. The Board administers the pharmacy test yearly.

C. The Board has passed regulations concerning danger­
ous drugs, continuing education as proof of c o n­
tinued competency, false or mislead ing a d v e rt ise­
ment of drugs, and prepackaging of drugs in h o s p i­
tal drug rooms.

D. The Board was instrumental in passage of the C o n­
trolled Substance Act and the Marijuana Therapeutic 
Research Program.

I I . The extent to w hich the operation of the board, commis­
sion, or agency program has been impeded or enhanced by
existing statutes, procedures, and practices which it 
has adopted, and any other matter, including budgetary, 
resource, and personnel m a t t e r s .

A. The Board adopted continuing education regulations
that may be too stringent. The Board is r e c o n­
sidering these regulations (see Recommendation 
No. 2).

III. The extent to w h i c h  the board, commission or agency has 
recommended statutory changes w hich are generally of 
b e nef it to the public i n t e r e s t .

A. The Board actively supported passage of the C o n­
trolled Substance Act; it became effective 
January 1, 1983.

B. The Board succeeded in h a v i n g  various obsolete or 
vague statutory requirements repealed which p r o­
vided for smoother operation of the Board.

L i m i t e d  Analysis

STATE O F A LA SKA
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IV.

V.

VI.

VII.

VIII.

Th e  extent to w h i c h  the board, commission or agency 
has encouraged interested persons to report to it con­
cerning the effect of its regulations and decisions on 
the effectiveness of serviced economy of "service, and 
availability of service w h i c h  it has provided^

A. Board meetings are announced to the public. Com­
ments on regulation changes are solicited by an­
nouncement in public newspapers. The Board does 
not actively solicit comments on its e f f e ctive­
ness.

T h e  extent to w hich the board, commission or agency 
has encouraged" public participation in the m aking of 
its regulations and d e c i s i o n s !

A. The Board announces proposed regulation changes or 
additions in newspapers according to the A d m i n i s­
trative Procedures Act.

The efficiency with which public inquiries or c o m­
plaints regarding the activities of the board, commis­
sion or agency filed with it, with  the department to 
w h i c h  a board, or commission is administratively a s­
signed, or with the Office of the Ombudsman have been 
processed ~and r e s o l v e T i

A, We found no problems in this area.

The extent to which a board or commission which regu­
lates entry inco an occupation or profession has p r e­
sented qualified applicants to serve the p u b l i c .

A. We found no instances w h e r e  the Board had licensed 
unqualified practitioners.

B. The Board has licensed 83 pharmacists in the last 
three years, all but eight were licensed by cre­
dentials.

The extent to which state personnel practices, includ­
ing affirmative action requirements, have been com- 
plied with by the board, commission or agency to its 
own activities and the area of activity or i n t e r e s t .

A. Applications for licensure as a pharmacist require 
information and photographs which the Division of 
Equal Employment Opportunity (EEO) believes may 
not be necessary to determine the qualifications 
of the applicant.

STATE  O F  ALA SKA
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IX. The extent to w h i c h  statutory, regulatory, budgeting 
or other changes are necessary to enable the agency7 
board or commission to better serve Che interests of 
the public and to comply w i t h  factors enumerated in 
this subsection^

Please refer to the recommendation section of this 
report.

STATE O F A LA SKA
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■APPENDIX A

BOARD OF PH ARMACY 
R E V E NU ES  C OMPARED W IT H EXPENDI TU RE S 

For Che F isc al  Year End ed  J une 30, 1982

(UNAUDITED)
(Note 1)

A v e r a g e  Re venues (Note 2)

Less: E xp en di tu re s (Note 3)

Excess of Expend it ur es  
O ve r  Revenues

$42,763 

46,166 

$ 3.403

R ev en ue  Type

E x a m i n a t i o n  Fee 
R e - e x a m i n a t i o n  Fee 
I n v e s t i g a t i o n  Fee 
P ha rm a c i s t  Fee 
P ha rm a c i s t  Rene wa l Fee 
T e m p o r a r y  L ic en se  Fee 
W h o l e s a l e  D rug De aler Fee 
W h o l e sa le  D ru g Dealer Renew al Fee 
R etail Ph ar m a c y  Fee 
Retail P h a rm ac y Renewal Fee 
P ha rm a c y  I n t er im  Fee 
E me rg e n c y  Permit Fee 
H o s p i t a l  P h a rm ac y Fee 
H o s p it al  Phar ma cy  R en ewal Fee 
Ho sp it al  D ru g  R oo m Fee 
H ospital D rug Room Renew al  Fee 
Nursi ng  H ome and Related 

Faci li ty  Fee 
N u rs in g H ome and Related 

F a c i li ty  Renewal Fee 
Licen se  Am endments or 

R en ew al  Fee

A mount Co ll e c t i o n  T i me________

$ 50 W i t h  app li cat io n
15 W i t h  appl ic at io n
25 W i t h  a p p l ica ti on

200 W i t h  license issuance
200 E ve r y  four years
20 W i t h  permit issuance

200 W i t h  license issuance
200 ' E ve r y  four years
200 W i t h  license renewal
200 E v e r y  four years
10 W i t h  license issuance
10 W i t h  permit issuance

200 W i t h  license issuance
'00 Every four years
i 00 W i t h  license issuance
.100 Ev e r y  four years

100 W i t h  license issuance

100 Ev e r y  four years

10 W h e n  a pplicable

Note 1

T his r e ve nu e/ ex pe nd it ur e comp ar is on  wa s p r e pa re d from a va ilable records 
and d is cu ssions w it h  Oc cu pa ti on al  L i c e n s i n g  personnel. T he  records w ere 
not a u di t ed  by us and acc or di ng ly  we do not express an o p in io n on the 
Board's Revenues Co mp ar ed  w i t h  Expenditures.

Note 2

The m a j o r i t y  of the re venues collected are c omposed of license renewal 
fees. The se  fees are collect ed  by most boards once eve ry  two or four 
years and causes revenues in one y ear to be m u c h  great er  than the r e v e­
nues co ll e c t e d  in the next year. Therefore, we  calc ul at ed  and reported 
an aver ag e of the revenues c oll ec te d in Fiscal Years 1981 and 1982 in 
order to o bt ai n a more ac curate repr es en ta ti on  of revenues collected.

Note 3

Ex pe nd it ur es  include those made by bo a r d  members, such as travel and per 
diem, and an al l ocated percen ta ge  (estimated) of total a d m i ni st ra ti ve  e x­
penses of the Div is io n of O c c u p ati on al  Licensing. T he y do not include 
expenditures for efforts of other departments (ouch as the Depa rt me nt  of 
Law) a ss i st in g the boards and the Division.
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• I 1 5 1 ! -  < ’ BILL SHEFFIELD> GOVERNOR
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DEPARTM ENT OF COMMERCE & 
ECONOMIC DEVELOPM ENT

OFFICE O F THE COMMISSIONER

June 28, 1983

Mr. Gerald Wilkerson, CPA 
Legislative Auditor 
Audit Division 
Pouch W
Juneau, Alaska 99811 

Dear Mr. Wilkerson:

Re: Board of Pharmacy - 
Performance Report

Thank you for the opportunity to respond to the performance audit of the 
Board of Pharmancy and the Division of Occupational Licensing which is 
dated July 1, 1980 to February 28, 1983,

We concur with your evaluation that the Board of Pharmacy should con­
tinue to exist in interest of the public's health and safety. Your 
suggestions will be evaluated for implementation. Those determined to 
improve the efficiency and effectiveness of the division and the board 
will be strongly supported and recommended. We have reviewed each of 
your recommendations and will provide you with this agency's position 1f 
we do not agree.

RECOMMENDATION .91,

The board of Pharmacy should allow the Division of Occupational Licensing 
(POL) to “perform it's administrative duties as described in AS 08.01.050 
to improve documentation and file management.

We concur in this recommendation,and cooperative e-forts have recently 
improved. As mandated by legislation, and in the interest of effi­
ciency, DOL is committed to assisting the Board o/ Pharmacy in all 
areas.

RECOMMENDATION #2.

The Board of Pharmacy should reevaluate its regu’ations governing con- 
tTnuinq education.

POUCH D
JUNEAU, ALASKA 99811 
PHONE: 465-2500

- - (TO : ■' ; I W I i ! -

n j l g S L s L "  -  I  j .

’i w  j u l  0 6 1923

08-H2LH
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Mr. Gerald Wilkerson, CPA - 2 - June 28, 1983

This agency is continuing a review on requirement of continuing educa­
tion by licensing agencies (boards). We do not agree that continued 
education ensures continued competency. As a licensing agency we deter- 
min, that competency is the most important. Competency ensures the 
safety of the consumer. We also take the position that initial li­
censing is based on minimum qualifications; retesting on the entrance 
level may serve the purpose of ensuring continued competency. Continued 
education would, or should,-be viewed as the professional association's 
responsibility to ensure knowledgeable professionals. This would also 
be in keeping with less government regulations and letting industry 
regulate itselfc

RECOMMENDATION #3.

The Board of Pharmacy and the Division of Occupational Licensing should 
introduce legislation that will clarify certain statutory reguirements.

We concur with this recommendation. This agency has been working with 
the Legislative Code Revision Committee in rewriting Title 8. This 
would have deleted the fragmentation throughout Title 8 and the various 
chapters. This effort was resisted by the board as an effort to diminish 
its authority. We will seek to have legislation submitted to clarify 
the issue of conflict within the statutes.

RECOMMENDATION #4.

The Office of the Governor should ensure that board members are properly 
appointed.

We would assure the auditors this has been addressed by the Governors 
Office and by the Department of Law.

:-.gain, thank you for the opportunity to respond to your re '’lease
feel free to contact this agency or the Division of Occupat i-
censing 1f additional information or clarification 1s needea issured,
we determine your comments and findings to be fair and in tlv 1
interest of Alaskan consumers and professional pharmacist.

Richard A. Lyon 
Commissioner

RAL/CW023DD1
62883B
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SENATE 
L E T T E R  O F IN T E N T

I t  i s  the in te n t  of the Senate Labor and Commerce Committee to extend the 

existence of the Board of Barbers and Hairdressers one year u n t i l  July  1, 

1985. During th is  period of time a committee composed o f ,  but not 

l im ite d  to , representatives from the current Board iliembers, p rac tic in g  

barbers and/or hairdressers, O ff ic e  o f  the Governor, D iv is io n  of 

Occupational L icensing, and L e g is la tu re  w i l l  review the current statutes 

and reg u la tio n s governing the ' operations of the Board of Barbers and
tv

Hairdressers,

•  •

This committee w i l l  review: I )  recommendations proposed by the D iv is io n  

of L e g is la t iv e  Audit in  the Performance Report of A p r i l  29, 1983', 2) 

public  testimony taken during the current Sunset Review process; and 3) 

other concerns brought to the a t te n t io n  of th is  committee. Necessary 

s ta tu to ry  and/or regulatory changes w i l l  be proposed by the committee to 

the I4 th  L e g is la tu re  fo r  consideration.

A d o p t e d  by the S ena te 4/26/84.





P O U C H  V 
J U N E A U . A L A S K A  99B 11 

(9 0 7 )  4 6 5 - 3 8 7 3

MEMORANDUM

To: All Committee Members

From: Committee Staff

RE: CSSB 438 "Relating to the State Board of Architects, Engi­

neers, and Land S urveyors."

As a result of "Sunset Review", legislation was drafted which would 

extend the the Board of Architects, Engineers, and Land Surveyors 

through 1988 and make changes in statutes which govern the board. 

The legislation, SB 438 was amended by the Senate Labor and Com­

merce Committee to include the following changes:

1. The term of a board member is reduced from six years to 

four years.

2. A public member is added and the requirement that a mining 

engineer be named to the board was deleted.

3. A requirement for proven continued competency was addod to 

statute.

The House Labor and Commerce Committee substitute deletes the last 

two statute changes made in the Senate Labor and Commerce Committee 

substitute.

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e
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THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

AUDIT DIVISION 
POUCH W 

JUNEAU. ALASKA 99811

April 15, 1983

Members of the
L egislative  Budget and Audit Committee:

In accor dance w i t h  the provisions of Titles 2k and kk of the 
Alaska Statutes (sunset), the attached report is submitted 
for your review.

A  PERFOR M A N C E  REPORT 
Oil THE

BOARD OF R EGIST R A T I O N  F OR 
ARCHITECTS, E N G I N E E R S ,

AND LAND SURVEYORS

July 1, 1980 - April 15, 1983

rald L. Wilkerson, CPA 
Legisla tive A u d i t o r  
Divisi on of Legislative Audit
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PURPOSE AND SCOPE OF THE REPORT

PURPOSE

In accord ance w i t h  the intent of Titles 24 and 44 of the 
A l a s k a  Statutes (sunset legislation), we have r e v iewed  the 
activiti es of the Board of R e gistra tion for Architects, E n­
gineers, and Land Surveyors for the past three fiscal years. 
Our e x a m i n a t i o n  was con ducted to determine if the Board has 
been op erating in an efficient and effective manner.

L e g i s l a t i v e  intent requires considera tion of this report 
during legislative oversight hearings to determine wheth er 
the Board of Regi st r a t i o n  for Architects, Engineers, and 
Land Surveyors should be reestablished. The law n o w  s p e c­
ifies that this Board will terminate on June 30, 1984, and 
have one year f r o m  that date to conclude its affairs.

SCOPE

The major areas of our ex amination were the licensing, e x­
amination, administration, complaint, and affirmative action 
functions of the Board. We reviewed and evaluated the f o l­
lowing :

1. A p p l i c a b l e  statutes and regulations.

2. Interviews w i t h  Board members.

3. Tests of files and documents of licensees.

4. Interviews w i t h  license examiners.

5. Compla ints filed with, the Division of Occupational L i­
censing, Human Rights Commission, Equal Employment O p­
portunity Office, Attorney General's Office, and the 
Ombudsma n's Office.

6. Minutes of Board meetings and Division correspondence 
files.

7. A t t o r n e y  Genera].'s opinions applicable to professional 
b o a r d s .
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O R G A N I Z A T I O N  AND F U N CTION

The Board of A r c h i t e c t s , E n g i n e e r s , and L a n d  Surveyors is a 
r e g u l a t o r y  b o a r d  w i t h  nine mem bers consisting of two civil 
engineers, one land surveyor, one m i n i n g  engineer, two e n g i­
neers from other branches of the engine e r i n g  profession, and 
three architects.

The Board sets the m i n i m u m  standards to p r a c t i c e  in A l aska 
by:

1. E x a m ining and issuing licenses to qualifi ed applicants.

2. Establishing, amending, or e l iminating  r egul ations c o n­
trolling architect, engineer, and land surveyor p r a c­
tices.

3. Revoking, annulling, or suspending licenses in a c c o r­
dance w i t h  the A d m i n i s t r a t i v e  Procedures Act w h e n  a 
person  has v i o l a t e d  architect, engineer, and land s u r­
veyor statutes or regulations.
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R E P O R T  CONCLUSION

This report contains p o l i c y  issues r aised as a result of our 
evaluati on of various Board practices. The final p o l i c y  
decisions affecting these practices are not w i t h i n  the scope 
cf this report but require legislative consideration. In 
debating these issues, the oversight committees should take 
into conside ration the findings and recommend ations p r e s e n t­
ed in this report so the potential impact of policy changes 
can be evaluated.

Report Conclusion

In our opinion, the Board of R e g istration for Architects, 
Engineers, and Land Surveyors should be reestablished. The 
regula t i o n  and licensing of qualified professiona ls is n e c­
essary to protect the public's health, safety, and welfare. 
The Board provides this service by establishin g m i n i m u m  e d u­
cational and experience requirements that provide reaso nable 
assurance that persons licensed are qualified. Also, a s s u r­
ances that those licensed act in a competent m ann er is 
p r o vided by active investigation of complaints and r e v o c a­
tion or suspension of licenses w h e r e  appropriate.

However, the following findings describe areas where w e a k­
nesses or conflicts exist. We have made re commenddtions 
which, if implemented, will improve the efficiency and e f­
fectiveness of the Board.

P olicy Issues
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FINDINGS A N D  RECOMMEN DATIONS

L e g i s l a t i o n  should be introduced requiring continuing e d u c a­
tion for architects, engineers,"and land s u r v e y o r s .

Architects, e n g i n e e r s a n d  land surveyors m ust demonstrate a 
high degree of educational and practical competence before 
they can become r egistered in Alaska. However, renewal of 
certificates is not dependent upon evidence of a p r o f e s s i o n­
al's continu ed competence.

In our questionnair e to registered professionals, 93% of the 
architects, 78% of the engineers, and 64% of the land s u r­
veyors r esponding reported that they had atten ded courses 
and/or seminars in the last two years. Most were concerned, 
however, that continuing education requirements w o u l d  be too 
narrowly defined or too difficult to satisfy. To address 
these concerns, there must be active involvement by i n d i­
viduals and pro fessional societies in the development of 
continuing educ ation standards.

Architects, engineers, and land surveyors are acutely aware 
of the public's trust that they maintain their professional 
competency. Required continuing education is one means of 
fulfilling that trust. In addition, a p r o g r a m  of continuing 
education will assist in avoiding professiona l ob solescence 
and keep practitioners aware of changes taking place in the 
p r o f e s s i o n .

Recommend ation No. 2

The Board s h o u 1d repeal its anticompetitive and r e s t r i c t i ve 
regulations prohibiting competitive b i d ding (12 AAC
T o y q " ( b ) ) , --------- ---------------------------------

We reviewed the Board's regulations to determine if they are 
anticompetitive and restrictive. Regul ation 12 AAC 
36.230(b) provides that an architect, engineer, or land s u r­
veyor m a y  not kn owingly solicit or submit proposals for p r o­
fessional services on the basis of competitive bidding. We 
find this regulation restrictive, anticompetitive, and a b­
sent of clear and statutory policy to restrain competition.

This point of view is supported by m e m o r a n d u m  A6 6-19 1 - 7 9 A  
from the Attorn ey General's Office dated October 29, 1980. 
That memo states in part:

There must exist clear statutory policy to restrain 
competition before a state regulatory agency may 
p romu lgate regulations to restrain compet ition if 
federal antitrust immunity is to occur. No direct

Recomm e n d a t i o n  No. 3
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a u t h o r i z a t i o n  for such an antic o m p e t i t i v e  pr ovi s i o n  [12 
A A C  36.230(b)] appears in the statutes. In such a 
situation, federal courts have s pecif i c a l l y  h e l d  such 
r egula t i o n s  to be v i o l at ive of antit r u s t  law.

This r e g u l a t i o n  is n o w  bei ng challe nged b y  the United 
States' Department of Justice in the A n c h o r a g e  Federal 
District Court (U.S. v. A K  B oard of R e g i s t r a t i o n  for 
Architects, Engineers, and Land S u r v e y o r s ) .

R e c o m mend ation No. 3

The Board should approve for examination only those a p p l i­
cants eligible to take the e x a m i n a t i o n .

The Board has approved applicants for the fundamentals of 
engineering examin a t i o n  w h e n  they do not meet the e l i g i b i l­
ity requirements for the examination. 12 AAC 36.062 r e­
quires successful comp letion of at least 8 51 of an a c c r e d i t­
ed e n gineeri ng curriculum, or, if c u r r i c u l u m  is u n a c c r e d i t­
ed, a n u m b e r  of years in experience. At a November, 1982, 
Board m e e t i n g  and a February, 1983, B oard meeting, a p p l i­
cants w e r e  approved for examination w h o  we re in an u n a c c r e d­
ited c u r r i c u l u m  and did not have the requisite experience.

While w e  do not question the quality of the applicants a p­
proved for examination, we do believe that if the Board no 
longer believes that these requirements are necessary, they 
should propose regulation changes that w o u l d  ensure that all 
applicants w o u l d  be treated in a consistent and fair manner.

Recommend ation No. 4

In order to ensure that the Board adequa t e l y  represents the 
general public, the qua)ifi catlons and conditions of Board 
member s h i p  should be "reviewed and a m e n d e d ]

AS 0 8 . 4 8 . O i l - .031 creates the State Board of R e gistr ation 
for Architects, Engineers, and Land Surveyors, specifies the 
qualifications and profession s of the nine Board members, 
and establishes the members' terms of office. In order that 
the Board better represent the general public, these 
statutory provisions should be reevaluated. Some specific 
areas that should be r eevalua ted are:

A. The Board is the only licensing b oard that has no lay 
representation. In general, lay members w i t h  no direct 
financial interest in the regulated professions can and 
should contribute to policy formulation and enforcement  
decisions. It should be recognized that the public is 
the ultimate interest group and ve recommend, as we did 
in the 1979 audit, that at least two lay members be 
included on the Board.
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The tern of B o a r d  m e mbers  is currently set at 6 years 
w i t h  no limitation on the n umb er of terms that can be 
served by one individual. This Board is the only l i­
censing b o a r d  that has a six year term for its members 
and only two other State licensing boards have an u n­
limited n u m b e r  of terms that can be served by their 
members. Such conditions might h amper the f l o w  of n e w  
ideas since individuals could serve for an extended 
pe r i o d  of time. We recom mend that a statutory change 
be considered to limit the n u m b e r  of terms a Board m e m­
ber can serve as well as reducing the years in a Board 
member 's term.
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ANALYSIS OF PUBLIC NEED

The following analyses indicate b o t h  p o s i t i v e  and negative 
factors as they relate to the p ublic n e e d  as defined in the 
"sunset" law. These analyses are not i n t e nded to be c o m p r e­
hensive, but co address those areas we w e r e  able to cover 
during our examination.

I . The extent to w h i c h  the board, comm ission or p r ogram
has operated in the public I n t e r e s t .

A. The Board holds at least four regular meetings 
each year.

B. The Board holds w r i t t e n  exams at least twice each 
year, except for certain natio nal examinations 
that are h e l d  only once a year.

II. The extent to w h i c h  the operati on of the board, c o m -
m Ission, or agency p r o g r a m  has been impeded or e n­
h anced ~By existing statutes, procedures, and practices 
w h i c h  it has adopted, and any other matter, including 
Budgetary, resource, and p e r s o iinel m a t t e r s .

A. The Board a p p roved enginee r in training (EIT) 
applicants for the fundamentals of engineering 
examination w h e n  the applicants did not meet the 
eligibility requirements of 12 AAC 36.062 (see 
R e c o mmendation No,, 5).

III. The extent to w h i c h  the board, commission, or agency 
Has reco mm e n d e d  statutory changes w h i c h  are generally 
of benefit to the public interest

A. The Board adopted regi.ilations that clarified v a r­
ious vague  statutory and regula tory requirements.

I V . The extent to w h ich the board, commission, or agenc v 
has e n couraged interested p e r s o n s to report to it c o n­
cer n ing the effect of its regulations and decisions on 
the e f f e c t iveness of s e r v ic e , iBccnomv o f service, and 
a v a ilabili ty of service w h i c h  ft Has p r o v i d e d .

A. The Board has advert i s e d  certain proposed  r e g u­
lations changes in oni.y one city. The Board does 
not actively solicit comments on its e f f e c t i v e­
ness.

V . The extent to which the board, commission, or agency 
has encouraged public p a r t i c i p a t i o n  in the malting of 
its regulations and d e c i s i o n s .'

L i m i t e d Analysis
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A. Certain examinations and. meetings have not been 
advertised in an adequate and timely manner.

VI. The efficiency w i t h  w h i c h  pu blic inquiries or c o m­
plaints regarding the activities ot the board, c o m m i s­
sion, or agency filed w i t h  it, w i t h  the department to 
w h i c h  a~5oard or commission is a d m i n i strativ ely as- 
signed, or w i t h  the O ffice of the Ombu dsman have been 
p r o c e s s e d  and resolved!

A. The A t t o r n e y  General's Office has record of a 
case filed against the Board by the United 
States' Department of Justice concerning the 
Board's re gulation b a n n i n g  competitive bidding. 
(12 AAC 36.230(b)). This case is pending in U.S. 
District Court (see Recommenda tion No. 4).

VII. The extent to w h i c h  a b o a r d  or commissi on w h i c h  r e g u­
lates entry into an occupa t i o n  or profess ion has pre- 
sente3 ~qualified applicants to serve the "public.

A. We found no instances w h e r e  the Board had li­
censed unqua l i f i e d  practitioners.

B. Architects, engineers, and land surveyors are not 
required to demonstrate their continued c o m p e­
tence through a continuing ed ucation program (see 
Recomme ndation Mo. 1).

ing affirmative action rec u i r e m e n t s , have been
complied with by the boarc , commission, or agency to
its own activities and the area of activity or
i n t e r e s t .

A. A pplications for licensure require information 
and photographs which the Division of Equal E m­
ployment Opportunity (EEO) believes may not be 
necessa ry to determine the qualifications of the 
a p p l i c a n t .

IX. The extent to which statutory, r e g u latory, budgeting, 
o F  other changes are nec essary to enable tFTe agency, 
board, or commission to- bettor serve the interests of 
the public and to comply with the factors e n u m e r a t e d
in this subsection."

Please refer to the previous section, Findings and 
R e c o m m e n d a t i o n s .
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A P P ENDIX A

BOARD OF REGIS T R A T I O N  F O R  ARCHITEC TS 
ENGINEERS, A N D  LAND SURVEYORS 

REVENUES COMPARED W I T H  E X P E N D I T U R E S  
For the Fiscal Year Ending June 30, 1982

(UNAUDITED)
(Note 1)

Average Revenues (Note 2) $108,052

Less: Expenditures (Ncte 3) 99,967

Excess Revenues Over Expenditures $ 8.085

Schedule 1 
Type of Revenues (See Note 2)

Revenues Amount C oll ection Time

Applic a t i o n  for Examination Fee
(A) NCARB Examination

(i) Qualifying Exam 
(ii) Section A 

(iii) Section B
(B) NCEE Examination 

Re e x aminat ion Fee 
Comity Application Fee 
Corporate Authorization

Application Fee 
Individual Registration Fee

Corporate Authorization 
Registration Fee

Amendment to Corporate 
Authori zation 

Delinquent Renewal Fee 
Postponement of Examination Fee

Late Fee Fine 
Improper Payment Fine

$50 W i t h  application
$50 W i t h  application
$75 With application
$50/exam With application 
$ 5 0 / exam Upon reexam 
$50 W i t h  application

$100 W i t h  Application
$15/year Renewals paid

biennially; new 
registrants pay 
$15/year for b a l­
ance of biennial 
period.

$50/year Renewals paid
biennially; new 
registrants pay 
$50/year for b a l­
ance of biennial 
p e r i o d .

S'20 With amendment
$30 With reinstatement
$20 With request for

postponement 
$10 W i t h  late payment
$10 When payment is

found to be 
improper

STATE OF ALASKA -15- division OF LEGISLATIVE AUDIT



Note 1

This r e v e n u e / e x p e n d i t u r e  compar i s o n  was p r e p a r e d  from a v a i l­
able recor ds and discussions w i t h  O c c u p a t i o n a l  Lic ensing p e r­
sonnel. The records were not a u dited b y  us and, accordingly, 
we do not express an opinion on the Board's Revenues Compared 
w i t h  Expenditures.

Note 2

The m a j o r i t y  of the revenues c o l l e c t e d  are composed of license 
renewal fees. These fees are c o l l ected by most boards once 
every two or four years and causes r e venue in one year to be 
m u c h  g r e a t e r  than the revenues c o l l ected in the next year. 
Therefore, we calculated and r e p o r t e d  an average of the r e v e­
nues c o l l ected in Fiscal Years 1981 and 1982 in order to o b­
tain a m o r e  accurate r e p r e s e n t a t i o n  of collected revenues.

Note 3

E x p e nuitures include those mad e by Board members, such as 
travel and per diem and an a l l o c a t e d  per centage (estimated) of 
total a d m i n i s t r a t i v e  expenses o f  the D i v i s i o n  of Occupational 
Licensing. They do not include expen ditures for efforts of 
other departments, such as the D ep artment of Law, assisting 
the boards  and the Division.
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BILL SHEFFIELD, G O V ER N O R

OFFICE OF THE COMMISSIONER

D E P A R T M E N T  O F  C O M M E R C E  &
E C O N O M I C  D E V E L O P M E N T

POUCHD
JUNEAU. ALASKA  93811 
PHONE: 465-2500

Mr. Gerald Wilkerson 
Legislative Auditor 
Legislative Audit Division 
Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on the preliminary findings 
of your audit of the Board of Registration for Architects, Engineers 
and Land Surveyors. The following comments address each recommend­
ation individually:

Recommendation No. 1: Legislation should be introduced requiring
continuing education for architects, engineers and land surveyors.

The department is in substantial agreement with the intent of this 
recommendation. However, we feel that the emphasis of legislation 
should be put on continuing competency rather than on continuing 
education per se. It is appropriate for the State as a licensing 
agency to be concerned with continuing competency and with continuing 
education only to the extent that it is a vehicle for assuring com­
petency and necessary public protection.

By focusing on continuing education exclusively, we are equating 
education and competency. The effectiveness in continuing education 
as a vehicle for assuring continuing competency is still open to 
debate. It would be premature to end that debate through legislation.

Additionally, both administrative costs and increased costs to the 
consumer must be considered.

Any additional costs that a professional incurs gets passed on to the
consumer in the form of higher fees. The costs of services will in­
crease to the extent that professionals are not presently taking
continuing education courses. Yet, it is not known whether there will
actually be an increase in public protection.

August 11, 1983 ...

Li L~r-

t . "•;fi'i r . - T - y - ; y
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Mr. Gerald Wilkerson -2- August 11, 1983

Similarly, continuing education programs can be very expensive to 
administer and would probably require that an additional staff person 
be hired. There are presently 4,000 active licensees under the Board 
of Registration for Architects, Engineers and Land Surveyors. Assuming 
that the continuing education regulations are straightforward enough 
to be completely administered by the licensing examiner, this means 
that at a minimum, the Division of Occupational Licensing will have to 
manage an additional 4,000 pieces of paper every two years.

In this connection, it should also be borne in mind that approximately 
95% of the active files are presently stored in Archives. Continuing 
competency requirements would most likely generate a need for the files 
to be kept in the office to be managed properly. There would also be a 
significant increase in both telephone calls and written correspondence, 
especially during the phasing in of the new regulations.

If the board review were required as part of the new continuing education 
requirements, the workload would increase that much more dramatically. 
Between FY '80 and FY '82, th° State has experienced an increase of 
over 100% in the number of new applications for licensure received.
At the present, this board is understaffed.

Since it is not known whether continuing education leads to a greater 
public benefit through continuing competency, serious consideration 
should also be given to funding research tc determine whether present 
and proposed regulation in this area is actually effective.

Recommendation No. 2: The board should repeal its anticompetitive and
restrictive regulations prohibiting competitive bidding (12 AAC 36.23(T(b).

The department concurs with this recommendation.

Recommendation No. 3: The board should approve for examination only
those applicants eligible to take the examination.

The department concurs with this recommendation.

Recommendation No. 4: In order to ensure that the board adequately
represents the general public, the qualifications and conditions of 
board membership should be reviewed and amended.

The department concurs with the recommendation and specifically with the 
suggestions contained therein for the addition of at least two public 
members and limitations on the terms of board members.

Richard A. Lyon 
Commissi oner

RAL/kkk/C32
81183a
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Register 88. January 1984 PROFESSIONAL A N D
V O C A T I O N A L  REGULA T I O N S

(1) at all times recognize his primary 
obligation to protect the safety, health, 
property, and welfare o f  the public in the 
performance of  his professional duties; if  his 
professional judgment is overruled under 
circumstances where the safety, health, and 
welfare of  the public are endangered, lie shall 
inform his employer or client o f  the possible 
consequence and notify such other proper 
authority of the situation as may be appropriate; 
and

(2) undertake to perform assignments only 
when he or his associates, consultants, or 
employees are qualified by education, training, 
experience, and licensing in the specific 
technical branches or fields involved;

(3) be completely objective and truthful in 
all professional reports, statements, or testimony 
and shall include all relevant and pertinent 
information in such reports, statements, or 
testimony when the result o f  an omission would, 
or reasonably could, lead to a fallacious 
conclusion; and

(4) not affix his signature or seal to any plan 
or document dealing with professional services 
in which lie is not qualified by virtue of 
education, experience, and licensing; and

(5) issue no statements, criticisms, or 
arguments on architectural, engineering, or land 
surveying matters connected with public 
interests which are inspired or paid for by his 
interested party or parties unless he has prefaced 
his comment by explicitly identifying himself by 
disclosing the identities o f  the party or parties 
on whose behalf he is speaking, and by revealing 
the existence of  any pecuniary interest. (Eff. 
5/23/74, Reg. 50; am 9/30/78 . Reg. 67)

Authority: AS 08.48.101(a) 
AS 08.48.111

12 AAC 36.220. CONFLICT OF INTEREST.
(a) Each architect, engineer, or land surveyor 
shall avoid conflicts of interest with his 
employer or client but, when unavoidable, the 
architect, engineer, or land surveyor shall 
promptly inform his employer or client of  any 
business association, interests, or circumstances 
and identify any circumstances which, could 
intluence his judgment or the quality of his 
service to his employer or client.

(b) An architect, engineer, or land surveyor 
may not accept compensation, financial or 
otherwise, from more than one party for services 
on the same project or for services pertaining to 
th same project unless the circumstances are 
fully disclosed to and agreed to by all interested 
parties or their authorized agents.

(c) An architect, engineer, or land surveyor 
may not solicit or accept financial or other 
valuable consideration from suppliers for 
specifying their products.

(d) An architect, engineer, or land surveyor 
may not solicit or accept gratuities from other 
parties dealing with his client or employer in 
connection with the work for which he is 
responsible. (Eff. 5/23/74, Reg. 50; am 9/30/78, 
Reg. 67)

Authority: AS 08.48.101(a)(5)

12 AAC 36.225. PUBLIC SERVICE. When in 
public service as a member, advisor, or employee 
of a government body, an architect, engineer, or 
land surveyor may not participate in 
considerations or actions with respect to services 
provided by him or his organization. An 
architect, engineer, or land surveyor, in his 
capacity as an elected, retained, or employed 
public official, may not review or approve work 
that he has performed, whether it was under his 
direction or on behalf o f  another employer or 
client. (Eff. 9 /30/78 , Reg. 67)

Authority: AS 08.48.101(a)(5)

12 AAC 36.230. SOLICITATION OF 
EMPLOYMENT, (a) An architect, engineer or 
land surveyor may not pay, solicit nor offer, 
directly o r  indirectly, any bribe or commission 
for professional employment with the exception 
of his payment of the usual commission for 
securing salaried positions through licensed 
employm ent agencies.

(b) Deleted 11/18/83,

(c) An architect, engineer or land surveyor 
may not falsify or permit misrepresentation of 
his o r  her associates' academic or professional 
qualifications. He may not misrepresent or 
exaggerate his degree o f  responsibility in or for 
the subject matter o f  prior assignments.

(d) Brochures o r  other presentations incident

12 A A C  36.210
12 A A C  36.230



Register 88, January 1984

c
PROFESSIONAL A N D

V O C A T I O N A L  REGULATIONS
12 A A C  36.230
12 A A C  36.250

to an architect’s, engineer’s or land surveyor’s 
solicitation o f  employment may not misrepre­
sent pertinent facts concerning employers, 
employees, associates, joint ventures, or his or 
their past accomplishments with the in tent and 
purpose o f  enhancing his qualifications and his 
work. (Eff. 5/23/74 , Reg. 50)

Authority: AS 08.48.101 
AS 08.48.111

ARTICLE 3.
GENERAL PROVISIONS

Section
250. Definitions

12 AAC 36.250. DEFINITIONS. For the
purposes o f  this chapter and AS 08.48, unless 
the context requires otherwise

c

c

c

c

Editor's Note: As of Register 88, Jan. 1984,12 AAC 36.230(b) 
was deleted by the regulations attorney under AS 44.62.125 
(b)(61 and in accordance with a Stipulation and proposed Final 
Judgment filed on November 18. 1983 by the Board of 
Architects, Engineers and Land Surveyors and the United States 
Department of Justice in the United States District Court for the 
District of Alaska in United States v. Alaska Board of Registra­
tion for Architects, Engineers and Land Surveyors, Civil Action 
No. A82-423 CIV. This Stipulation and proposed Judgment were 
filed because 12 AAC 36.230(b) was in violation of section 1 of 
the Sherman Antitrust Act 115 U.S.C. § 1 (1977)1 ■ The pro­
posed Final Judgment which may become final on or soon after 
January 16, 1984 will, also prohibit further enforcement of any 
ban or board policy against competitive bidding.

12 AAC 36.235. ADVERTISING. An archi­
tect, engineer, or land surveyor may not ad­
vertise his or her services in a deceptive or un­
truthful manner. (Eff. 9/30/78, Reg. 67; am 
5/30/82. Reg. 82)

Authority: AS 08.48.101(a)(5)

12 AAC 36.240. IMPROPER CONDUCT, (a)
An architect, engineer, or land surveyor may not 
knowingly associate with or permit the use o f  
his name or firm name in a business venture by 
any person or firm which he knows or has 
reason to believe is engaging in business or 
professional practices in a fraudulent or 
dishonest manner.

(b) If an architect, engineer, or land surveyor 
ha." knowledge or reason to believe that another 
person or firm may be in violation of the 
provisions of  AS 08.48, or any of these rules of 
professional conduct, he or she shall present that 
information to the board in writing and shall 
cooperate with the board in furnishing such 
further information or assistance as may be 
required. (Eff. 5/23/74, Reg. 50; am 9/30/78 , 
Reg. 67)

Authority: AS 08.48.101(a)

12-24.7



APRIL 3 , 1984

TO: JOHN

FROM: KEN

RE: CSSB 438 "RELATING TO THE STATE BOARD OF

ARCHITECTS, ENGINEERS, AND LAND SURVEYORS"

THE HOUSE LABOR AND COMMERCE COMMITTEE FIRST HEARD 

LEGISLATION PERTAINING TO THE BOARD OF ARCHITECTS, 

ENGINEERS, AND LAND SURVEYORS ON MARCH 16th. A NUMBER OF 

BOARD MEMBERS AND REPRESENTATIVES OF THE INDUSTRY AND 

THE DIVISION OF LICENSING TESTIFIED. FOLLOWING THE HEARING 

THE COMMITTEE DRAFTED SUBSTITUTE LEGISLATION WHICH 

ADDRESSES MANY OF THE CONCERNS BROUGHT OUT IN THE 

HEARING. AN ANALYSIS HAS BEEN PREPARED BY STAFF WHICH 

OUTLINES THE DIFFERENCES IN THir SENATE BILL AND THE HOUSE 

LABOR AND COMMERCE COMMITTEE SUBSTITUTE.





A PR IL  16 ,  198 +

TO: JOHN

FROM: KEN

RE: SB 456 RELATING TO EMBALMER AND FUNERAL DIRECTOR

TRAINEES

UNDER THE CURRENT ALASKA STATUTES A PERSON INTERESTED IN 

PURSUING A CAREER AS AN EMBALMER OR A FUNERAL DIRECTOR 

MUST GRADUATE FROM A SCHOOL OF MORTUARY SCIENCE BEFORE 

BEING ALLOWED TO DO AN APPRENTICESHIP IN THE STATE. SINCE 

THERE ARE NO SCHOOLS OF THIS NATURE IN ALASKA ONE MUST 

TAKE RESIDENCE OUTSIDE TO STUDY IN THIS FIELD. SB 456 

WOULD ALLOW ALASKANS TO APPRENTICE BEFORE GOING OUTSIDE 

FOR SCHOOLING SO HE OR SHE COULD GET A BETTER IDEA OF 

WHAT THE PROFESSION IS REALLY LIKE BEFORE LAYING OUT THE 

TIME AND MONEY FOR THE EDUCATION.

QUESTIONS:

1. HOW MANY EMBALMER OR FUNERAL TRAINEFS ARE GOING TO 

BE AFFECTED BY THIS LEGISLATION ?

2. ISN'T THERE SOME NEED FOR FORMAL TRAINING BEFORE EN­

TERING AN APPRENTICESHIP ? SUCH PROGRAMS ARE TRADITION­

ALLY DONE AFTER THE EDUCATION ?

^5. Y) Y  O  J F  ‘>7 (w- / (i ) Y-<3-C'̂ ..r.Ci, /•/ Y

V I  o  !r  S d  )\ d-r d  ,



Bill No. Cominitlcc Substitute for House Hill No. 540 Date
~  . (LAC)
1 ltl(i "An Act relating to contractors' payment L oilUlCtl Eileen Plate

bonds." -165-2700
Rob Bacolas 

465-4070

Committee Substitute for Mouse Bill No. 540 makes editorial changes to provisions in 
Title 36 with respect to action against a contractor's payment bond by persons perform­
ing labor for subcontractors on public construction projects. In this regard, the bill 
provides a sample form for a person performing labor for a subcontractor to notice the 
contractor when a claim for payment of labor is filed against the contractor's bond.
The sample form will assist persons performing labor in filing adequate notice as it 
depicts the specific information which must be included.

The committee substitute also contains a number of more significant changes to Title 36 
with respect to action against a contractor's payment bond by persons who supply mate­
rials, supplies, or equipment to subcontractors on public construction projects. 

Inasmuch as persons who supply materials, supplies or equipment on public construction 
projects fall outside of the department's authority or responsibility as far as col­
lection of monies due them, we have no comments on these particular provisions.

The Department': 

will not have a

A P P R O V n

position on Committee Substitute for Mouse Bill 540 is neutral. It 
fiscal impact on the Department.

Cfrwrvy.

fa i im Robison 
Commissioner

P O S I T I O N  P A P I S M / D e p a r t m e n t  o f  L a b o r



STATU or ALASKA lfJ84 LEGISLATIVE SESSION
FISCAL NOTE

Rev is ion Dole:

REQUEST FISCAL DETAIL
B i 11/Resolution No.: CSHB 540 Agency Affected: Labor___________________
Title: "An Act relating to contrac-Program Category Affected:
tors' payment bonds.11 Public Protection_________________________

Sponsor: Bettiswortli   BRU, Program or S u b p r o g r a m s ) Affected:
Requestor: (H) Labor and Commerce Labor Standards and Safety BRIJ,________
Date of ReguesTT 4/13/04 Wage and Hour______________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 86 FY 8/ FY 88 FY 89

1 0 0  PERSONAL SERVICES
2 0 0  TRAVEL
TOO CONTRACTUAL
'tOO SUPPLIES
5 0 0  EQUIPMENT
bOO I AMO U STRUCTURES
7 0 0  CRANTS,  CLAIMS
0 0 0  MISCEl lANEOUS
TOTAL OPERATING 0 0 U 0 0 0

| CAPITAL

1 REVENUE

FUNDING: (Thousands of Dollars)

CENERAL FUND
rrDERAL FUNDS
OTIICR
TOTAL 0 0 0 G 0 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TQ OFFSET FISCAL IMPACT OF BILL: 

Not Applicable

ANALYSIS: Attach a sep?>v^fpage for analysis
?' r .*■ >  ^

Preparo(I B y : R o b ert J. B ac/yas" .trTl D irector _ 

Division: Labor Standards and Safel y ______

/in /
Approved by Commissioner: Jim Robison__________
A g e n c y L a b o r   _________

LEG:A:44
Distribution (by Agency preparing fiscal note) 

Legislative finance 

Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agoncy(ies)

v \

Phone: 465-4370
Date: s//, */& /  

' /  /

Date:___

12/1/83



Senator Paul A. Fischer 
Senate District D 
Box 784
Soldotna, Alaska 99669 
(907) 262-9420 W 

262-9269 H

While in Juneau
Pouch V
Juneau. Alaska 99811 
(907) 465-3791

S t a t e  S e n a t e

April I6„ 1984

MEMO TO: Representative John Cowdry, Chair
House Labor and Commerce Committee

FROM: Senator Paul FischerJ^-^*

SUBJECT: Senate Bill 456

SB 456, "An Act relating to embalmer and funeral director 
trainees," enables a person at; least 18 years of age to undertake a 
traineeship with a suitably licensed embalmer or funeral director prior 
to that person's completing the necessary schooling required for 
licensure. The purpose of this bill is to permit a person to gain some 
experience in the profession of embalming or funeral directing without 
having to leave Alaska, prior to undertaking the formal academic 
program in fulfillment of the requirements for licensure.

As presently structured, Alaska Statutes require a person seeking 
to become an embalmer or funeral director to complete a required 
academic curriculum prior to undertaking any traineeship. An embalmer 
is required to graduate from an accredited college of mortuary science, 
a minimum two-year program. There are no such schools in Alaska, 
and the individual must therefore make a great expenditure of time and 
funds to receive the degree prior to returning to Alaska to undertake 
a traineeship. A funeral director candidate must have completed a year 
of college prior to undertaking a traineeship.

By permitting traineeships prior to completion of the academic 
curriculum, an individual will have an opportunity to get a realistic idea 
of the requirements of the profession ana determine whether or not to 
then pursue the necessary academic course of study to become a 
professional embalmer or funeral director. There are currently I02 
licensed embalmers, funeral directors, and funeral establishments in 
Alaska.

If any additional information in support of SB 456 is needed, 
please let me know.

PF/mc



STATE OF ALASKA .1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Uate:

REQUEST FISCAL DETAIL
Bill/Resolution N o .: S B N' 0. 4 5 6 Agency Affected: C o m m e r c e  5 E c o n o m i c  D ev. 

T i t l e U'An A c t  r e l a t i n g  to e m b a - Pr og r am  Category Affected: P u b l i c  P r o t e c t i o n
l m e r / f u n d e r a l  d i r e c t o r  t r a i n e e s "  _______ _______________

Sponsor: Sen. P. Fischer BRU, Program or Subprogranns) Affectea:
Requestor: S t a t e  A f f a i r s  f, L . S C . O c c u p a t i o n a l  L i c e n s i n g  

Date of Request: F P h r n a r v  1 5. 19 8 4 ________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 37 FY 88 ! FY 89

OPERATING “1 1

100 PERSONAL SERVICES • 1
200 TRAVEL i

300 CONTRACTUAL 1
‘♦00 SUPPLIES

, _

500 EQUIPMENT i

500 LAND & STRUCTURES i
700 GRANTS, CLAIMS i

300 MISCELLANEOUS I i
TOTAL OPERATING 0 I) 0 0 o 1 0

| CAPITAL i 1 1 ! i

i REVENUE n 0 0 0 G O

FUNDING: (Thousands of Dollars)

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N o  f i s c a l  impact, e x p e c t e d  f r o m  t h i s  b i l l .  T h e  a n t i c i p a t e d  
a p p l i c a t i o n s  w o u l d  b e  l i m i t e d  in  n u m b e r  s o  as t o  r e f l e c t  a 

m i n i m a l  f i s c a l  i m p a c t  on t h e  d i v i s i o n .  N o  r e v e n u e  m a y  b e  

g e n e r a t e d  u n d e r  t h e  t e r m s  o f  t h i s  b i l l .

ANALYSIS: Attach a separate, paqe for analysis

Prepared By:_ 

Division:

ach a separate page 
/ I  m 'i/m
D a r r e l l  M i l l e r

.One I! p n f  i tin 1 I i r r»n q
Phone:_
Date:

Approved by Commissioner: R i c h a r d  Al^-Eyon Date:

Agency:_________ C o m m e r c e  ft H e o n o m i c  D o v e l o p m c nt

Distribution (by Agency preparing fiscal n o t e )7 
Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
 .Impacted V\gency.(ies)- — .-r—  ---- — -  —

ceneral fund ” 1.... .... r " "i
-------- r

FEDERAL FUNDS i i 1

OTHER i i 1

TOTAL 0 0 0 . 0 0 0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY ..

4 6 5 - 2 5 3 5

F e b r u a r y  1 5 . 19 8 3

.12/1/83





C S S B 4 7 0 ( L & C )  S e c t i o n  b y  S e c t i o n  A n a l y s i s .  3 / 1 5 / 8 4

T h i s  p r o p o s a l  u p g r a d e s  t h e  U n a u t h o r i s e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  to c o m p o r t  w i t h  t h e  r e c e n t l y  adopited 

m o d e l s  of t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ( N A I C ) . 
C u r r e n t l y ,  t h e s e  t wo  a c ts * a l o n g  w i t h  a  t h i r d ,  t h e  U n a u t h o r i z e d  I n s u r e r s  
S e r v i c e  of P r o c e s s  A c t  a p p e a r  in A S  2 1 . 3 3 .

T h i s  p r o p o s a l  c o n t i n u e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
t h e  U n a u t h o r i z e d  I n s u r e r s  S e r v i c e  of P r o c e s s  A c t  in A S  2 1 . 3 3 .  A c c e s s  to 
t h a t  m a r k e t  is m o r e  c l e a r l y  s t a t e d .  M o s t  of t h e  c h a n g e s  in A S  2 1 . 3 3  a r e  
n o t  s u b s t a n t i v e .  H o w e v e r  t h e  S u r p l u s  L i n a s  I n s u r a n c e  A c t  h a s  b e e n  r e m o v e d  
f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in a n e w  c h a p t e r .  A S  2 1 . 3 4 .  T h i s  c h a p t e r  m a k e s  
s o m e  s u b s t a n t i a l  r e v i s i o n s  w i t h  r e s p e c t  to h o u  a s u r p l u s  l i n e s  b u s i n e s s  
c a n  b e  c o n d u c t e d  in thisi s t a t e .  It w i l l  g i v e  t h e  r e g u l a t o r  a c l e a r e r  
a b i l i t y  to d ea l  w i t h  th e  c o m p e t e n c e  of t h e  l i c e n s e e  a n d  p r o v i d e  m o r e  
m e a n i n g f u l  p r o t e c t i o n  for t h e  p u b l i c  t h r o u g h !
- c l a r i f i c a t i o n  of t h e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  of th e licenseei!
- h i g h e r  f i n a n c i a l  r e q u i r e m e n t s  for t h e  n o n a d m i t t e d  i n s u r e r ;
- p e r m i s s i o n  to f o r m  a s u r p l u s  l i n e s  a s s o c i a t i o n  w i t h  a n  a c t i v e  r o l e  in 
r e g u l a t i n g  t h e  m a r k e t ;  and.
- a l l o w i n g  a d m i t t e d  m a r k e t s  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t s .

S e c t i o n  1. P a g e  1. l i n e s  8-17.
C u r r e n t  law p r o v i d e s  t h a t  w h e n  th e  s t a t e  e x a m i n e s  an  i n s u r a n c e  c o m p a n y ,  
t h e  i n s u r a n c e  c o m p a n y  p a y B  for t h a t  e x a m i n a t i o n .  A s u r p l u s  l i n e s  b r o k e r  
is a l s o  s u b j e c t  to e x a m i n a t i o n  b u t  d o e s  n o t  p a y  for t h a t  e x a m i n a t i o n .  T h e  
p o s i t i o n  of t h e  s u r p l u s  l i n e s  b r o k e r  is in m a n y  r e s p e c t s  B i m i l a r  to a n  
i n s u r e r ,  p a r t i c u l a r l y  w h e n  t h e  b r o k e r  h a s  u t i l i z e d  a n  i n s u r e r  t h a t  is n o t  
a b l e  to m e e t  i ts o b l i g a t i o n s .  T h i s  s e c t i o n  p r o v i d e s  t h a t  t h e  s u r p l u s  
l i n e s  b r o k e r  m u s t  a l s o  m e e t  t h e  c o s t  of its e x a m i n a t i o n .

S e c t i o n  2. P a g e  1. l i n e s  1 8 - 2 9  &< p a g e  2. l i n e s  1-7.
T h e  c h a n g e  h e r e  iB o n p a g e  1, l i n e s  2 4 - 2 5 .  T h i s  s e c t i o n  t i e s  in w i t h  
S e c t i o n  1. It l i s t s  t h o s e  e n t i t i e s  s u b j e c t  to e x a m i n a t i o n  w i t h o u t  c h a r g e .

S e c t i o n  3. P a g e  2. l i n e s  8 - 2 9  8< p a g e  3. l i n e s  1-3.
T h i s  r e w r i t e  of th e  p u r p o s e  s e c t i o n  d o e s  n o t  c o n t a i n  s u b s t a n t i v e  c h a n g e s .  
It is f o r m a t t e d  in a m o r e  r e a d a b l e  f o r m  a n d  t h e  a p p l i c a t i o n  of t h e  
c h a p t e r  to s u r p l u s  l i n e s  b r o k e r s  h a s  b e e n  d e l e t e d .

S e c t i o n  4. P a g e  3. l i n e s  4- 24.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  e d i t o r i a l .  T h e  p h r a s e  " d o i n g  a n  i n s u r a n c e  
b u s i n e s s "  h a B  b e e n  c h a n g e d  to " t r a n s a c t i o n  of i n s u r a n c e " ,  a n d  g e n d e r  
o r i e n t e d  r e f e r e n c e s  h a v e  b e e n  c h a n g e d .

S e c t i o n  5. P a g e  3. l i n e s  2 5 - 2 9  & pag:e 4. l i n e s  1-13.

T h i s  s e c t i o n  c o n t a i n s  m o r e  of t h e  s e m e  c h a n g e s  n o t e d  in S e c t i o n  4. No  
s u b s t a n t i v e  c h a n g e .



S e c t i o n  6. P a g e  4* l i n e s  1 4 - 2 9  & p a g e  5, l i n e s  1-6.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  s i m i l a r  to t h o s e  in S e c t i o n  4. No 
s u b s t a n t i v e  c h a n g e s .

S e c t i o n  7. P a g e  5» l i n e s  9 - 2 9  & p a g e  6. l i n e s  1-4.
T h e  d i f f e r e n c e  h e r e  is f o u n d  on  p a g e  6. l i n e s  2-4. It is p r i m a r i l y  a 
c l a r i f i c a t i o n .  No  s u b s t a n t i v e  c h a n g e .

S e c t i o n  8. P a g e  Ei» l i n e s  5-13.
C h a n g e s  s i m i l a r  1:o t h o s e  in S e c t i o n  4.

S e c t i o n  9. P a g e  6. l i n e s  14-26.
T h e  s o l e  c h a n g e  in t h i s  s e c t i o n  is t h e  i n s e r t i o n  of t h e  w o r d  
" n o n a d m i t t e d "  o n  l i n e  16. T h i s  h a s  b e e n  d o n e  in severail of t h e  e a r l i e r  
s e c t i o n s  u i t h o u t  c o m m e n t .  It is a c l a r i f i c a t i o n ,  a n d  o n d  t h a t  is d e f i n e d  
in t h e  d e f i n i t i o n  B e c t i o n  o n  p a g e  12. l i n e s  15 -18. P r e v i o u s l y  t h e  w o r d s  
" i n s u r e r " ,  " n o n a d m i t t e d  i n s u r e r " ,  and. " u n a u t h o r i z e d  i n s u r e r "  h a v e  b e e n  
u s e d  s y n o n y m o u s l y .  T h a t  is i n c o n s i s t e n t  a n d  h a s  led to s o m e  c o n f u s i o n .  
T h i s  c h a n g e  s h o u l d  c l e a r  u n  t h a t  s i t u a t i o n .

S e c t i o n  10. P a g e  6. l i n e s  2 7 - 2 9  t/. p a g e  7, l i n e s  1-29.
T h i s  s e c t i o n  is a c o n s o l i d a t i o n  of B e v e r a l  o t h e r  s e c t i o n s ,  (a) r e p l a c e s  
A S  2 1 . 3 3 . 0 1 5  w i t h  no s u b s t a n t i v e  d i f f e r e n c e ,  (b) r e p l a c e s  A S  2 1 . 3 3 . 0 7 5  
w i t h  s o m e  s h i f t  in a n i n d i v i d u a l s  a b i l i t y  to e n t e r  a n d  u s e  the  
n o n a d m i t t e d  m a r k e t  p l a c e .  T h i s  a b i l i t y  is b r o a d e n e d  in t h i s  b i l l  by 
r e m o v i n g  t h e  s p e c i f i c  d e s c r i p t i o n  of a n  i n d u s t r i a l  i n s u r e d  f o u n d  in A S  
2 1 . 3 3 . 0 7 5 ( 9 ) .  (c) r e p l a c e s  t h e  c o m b i n a t i o n  of A S  2 1 . 3 3 . 0 1 5  a n d  A S
2 1 . 3 3 . 0 7 5 ( 6 )  w i t h  n o  s u b s t a n t i v e  difference.? (d) r e p l a c e s  A S  2 1 . 3 3 . 0 4 1  
w i t h  n o  s u b s t a n t i v e  d i f f e r e n c e .

S e c t i o n  11. P a g e  8. l i n e s  1-24.
T h i s  is a n e w  s e c t i o n  a n d  it l i m i t s  a n o n a d m i t t e d  i n s u r e r s  a c c e s s  to 
A l a s k a  c o u r t s .  T h i s  is a s  to t h o s e  no t  p l a c e d  t h r o u g h  a s u r p l u s  l i n e s  
b r o k e r  in A S  2 1 . 3 4 .  It c l a r i f i e s  t h e  s t a n d i n g  of t h o s e  i n s u r e r s .

S e c t i o n  12. P a g e  8. l i n e s  2 5 - 2 9  8. p a g e  9. l i n e s  1-6.
T h i B  is t h e  s a m e  k i n d  of c h a n g B  n o t e d  in S e c t i o n  9. O n e  a d d i t i o n a l  c h a n g e  
is t h a t  a c c e s s  b y  th e d i r e c t o r  to a n  i n s u r e d s  p u r c h a s e s  in the  a d m i t t e d  
or a u t h o r i z e d  m a r k e t  h a s  b e e n  r e m o v e d .  T h i s  a b i l i t y  to a c c B s a  a d m i t t e d  
p u r c h a s e s  iB p r o b a b l y  u n r e a s o n a b l e  w h e n  p l a c e d  on t h e  i n s u r e d .  P r e s u m a b l y  
a c c e s s  to t h e s e  r e c o r d s  t h r o u g h  o t h e r  s o u r c e s  is s u f f i c i e n t .

S e c t i o n  13. P a g e  9. l i n e s  7-13.
T h i s  s e c t i o n  r e i n f o r c e s  t h e  a b i l i t y  of t h e  d i r e c t o r  to o b t a i n  r e c o r d s  a n d  
i n f o r m a t i o n  u n d e r  t h i s  s e c t i o n .  T h i s  is a c c o m p l i s h e d  b y  a l l o w i n g  t h e  
d i r e c t o r  to a p p l y  for a c o u r t  o r d e r  to c o m p e l  p r o d u c t i o n  of r e c o r d s  a n d  
i n f o r m a t i o n .



S e c t i o n  14. P a g e  9. l i n e s  1 4 - 2 9  & p a g e  10* l i n e s  1-10.

" U n a u t h o r i z e d "  h a s  b e e n  c h a n g e d  to " n o n a d m i t t e d "  a s  n o t e d  in s e c t i o n  9. 
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  r e v i s e d  s o  t h a t  it is m o r e  r e a d i l y  
c a l c u l a b l e .  T h i s  p e n a l t y  w i l l  g e n e r a l l y  b e  s t i f f e r  t h a n  t h a t  n o w  p r o v i d e d

S e c t i o n  IS. P a g e  10* l i n e s  11-26.

M o r e  e d i t o r i a l  c h a n g e s  l i k e  t h o s e  in s e c t i o n  9. S i n c e  t h e  s u r p l u s  l i n e s  
law h a s  b e e n  r e m o v e d  f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in A S  2 1 . 3 4 *  t h a t  r e f e r e n c e  
h a 3  b e e n  n o t e d .  T h e  t i m e  for r e p o r t i n g  h a s  b e e n  s h o r t e n e d  fro m 6 0  d a y s  to 
3 0  days.

S e c t i o n  16. P a g e  10* l i n e s  2 7 - 2 9  & p a g e  11* l i n e s  1-6. 
S a m e  e d i t o r i a l  c h a n g e  n o t e d  in s e c t i o n  9.

S e c t i o n  17. P a g e  11* l i n e s  7-1 5.
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  u p g r a d e d  in t h e  s a m e  f a s h i o n  as  s e c t i o n  14

S e c t i o n  18. Pa\ge 11* l i n e s  16-21.
T h i s  s e c t i o n  is i n t e n d e d  to a v o i d  a n y  p o t e n t i a l  c o n f l i c t  w i t h  n e w  
s e c t i o n s  A S  2 1 . 3 3 . 0 3 7  a n d  A S  2 1 . 3 3 . 0 4 2 .

S e c t i o n  19. P a g e  11. l i n e s  2 2 - 2 9  & p a g e  12* l i n e B  1-4.
T h i s  s e c t i o n  u p g r a d e s  t h e  p e n a l t y  s e c t i o n  b y  i n c r e a s i n g  t h e  p e r  v i o l a t i o n  
p e n a l t y  f r o m  $ 5 0 0  for t h e  f i r s t  o f f e n s e  to $ 1 , 0 0 0  a n d  b y  i n c r e a s i n g  th e  
s e c o n d  o f f e n s e  p e n a l t y  f r o m  $ 5 0 0  to $ 2 * 0 0 0 .  A n e w  p e n a l t y  is a l s o  
s t r u c t u r e d  for a l l o w i n g  a v i o l a t i o n  to c o n t i n u e  u n c o r r e c t e d  in th e a m o u n t  
of $ 1 , 0 0 0  for e a c h  m o n t h  of c o n t i n u a t i o n .

S e c t i o n  20. P a g e  12. l i n e s  5 - 2 9  & p a g e  13. l i n e s  1-25.
T h i s  d e f i n i t i o n  s e c t i o n  is new. T h e r e  is n o t h i n g  r e p r e s e n t i n g  a 
s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law e x c e p t  in ( 9 ) (A) w h e r e  v e s s e l s  of 
5 0  d i s p l a c e m e n t  t o n s  or l e s s  a r e  n o t  i n c l u d e d  in t h e  d e f i n i t i o n  of m a r i n e  
a n d  a r e  t h e r e f o r  i n c l u d e d  in t h e  r e q u i r e m e n t s  of t h i s  p r o p o s e d  law.

S e c t i o n  21. P a g e  13* l i n e s  2 6 - 2 9 .  all of p a g e s  14-30. & p a g e  31. l i n e s  
i - 1 6

T h i s  s e c t i o n  a d d s  a n e w  c h a p t e r  to th e  i n s u r a n c e  c o d e  d e a l i n g  w i t h  
s u r p l u s  l i n e s  i n s u r a n c e .  T h i s  c h a p t e r  h a s  e s s e n t i a l l y  b e e n  r e m o v e d  f r o m  
A S  21 .3 3 .  A n u m b e r  of c h a n g e s  h a v e  b e e n  m a d e  to p r o v i d e  for a s t r o n g e r  
r e g u l a t i o n  of t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is a c c o m p l i s h e d  by  
s t r e n g t h e n i n g  t h e  f i n a n c i a l  r e q u i r e m e n t s  of a c o m p a n y  in th at  m a r k e t  
b e f o r e  it c a n  be  u s e d  in t h i s  s t a t e .  T h e  l i n e  of r e s p o n s i b i l i t y  for t he  
s u r p l u s  l i n e s  b r o k e r  is c l a r i f i e d .  T h e  bi ll  p e r m i t s  th e c r e a t i o n  of a 
s u r p l u s  l i n e s  a s s o c i a t i o n  t h a t  car, h a v e  a s u b s t a n t i a l  s e l f - r e g u l a t o r y  
r o l e  w h i c h  h a s  e x p e r i e n c e d  s u b s t a n t i a l  s u c e s s  in C a l i f o r n i a  a n d  in 
W a s h i n g t o n .  T h i 3  w o u l d  a l l o w  t h e  d i v i s i o n  to m o r e  e f f e c t i v e l y  u s e  i ts  
r e s o u r c e s  to a v o i d  p r o b l e m s  for p e r s o n s  i n s u r e d  in t h a t  m a r k e t .



S e c  2 1 . 3 4 . 0 1 0 .  P a g e  13. l i n e s  2 8 - 2 9  & p a g e  14, l i n e s  1-14. 
T h i s  is t h e  p u r p o s e  s e c t i o n  for t h e  n e w  c h a p t e r

S e c  2 1 . 3 4 . 0 2 0 .  P a g e  14, l i n e s  1 5 - 2 3
T h i s  s e c t i o n  c o n d i t i o n s  w h a t  c a n  b e  p l a c e d  in t h e  n o n a d m i t t e d  m a r k e t .  
T h e r e  is n o s u b s t a n t i v e  d i f f e r e n c e  fr om  c u r r e n t  lau.

S e c  2 1 . 3 4 . 0 3 0 .  P a g e  14. l i n e s  2 4 - 2 9  & p a g e  15, l i n e s  1-12.
T h i s  s e c t i o n  p e r m i t s  w o r k e r s  c o m p e n s a t i o n  to b e  w r i t t e n  in th e  s u r p l u s  
l i n e s  m a r k e t  p r o v i d e d  t h e  d i r e c t o r  f i n d s  it to b e  in t h e  p u b l i c  i n t e r e s t .  
It is s u b s t a n t i a l l y  t he  s a m e  a s  c u r r e n t  law e x c e p t  t h a t  t h i s  p r o p o s a l  h a s  
f i n a n c i a l  r e q u i r e m e n t s  th at  a r e  h i g h e r  t h a n  o t h e r  p l a c e m e n t s  in t h a t  
m a r k e t .

S e c  2 1 . 3 4 . 0 4 0 .  F a g e  15, l i n e s  1 3 - 2 9  & p a g e  15, l i n e s  1-29.
T h i s  s e c t i o n  s u b s t a n t i a l l y  i n c r e a s e s  th e m i n i m u m  c a p i t a l  a n d  s u r p l u s  
r e q u i r e m e n t s  u s e d  in the s u r p l u s  l i n e s  m a r k e t .  It a l s o  r e c o g n i z e s  
d i s t i n c t i o n s  a m o n g  i n s u r e r s ,  L l o y d s  t y p e  o r g a n i z a t i o n s ,  a n d  i n s u r a n c e  
e x c h a n g e s .

S e c  2 1 . 3 4 . 0 5 0 .  P a g e  17, l i n e s  1-9.
T h i s  s e c t i o n  is a n e w  p r o v i s i o n  w h i c h  s u b s t a n t i a l l y  t r a c k s  c u r r e n t  
p r a c t i c e .  It p r o v i d e s  for t h e  l i s t i n g  of e l i g i b l e  s u r p l u s  l i n e s  i n s u r e r s .  
It a l s o  p e r m i t s  th e s u r p l u s  l i n e s  a s s o c i a t i o n  to p e r f o r m  t h a t  t a s k  w h e n  
a p p r o v e d  b y t h e  d i r e c t o r .

S e c  2 1 . 3 4 . 0 6 0 .  P a g e  17, l i n e s  10-23.
T h i s  s e c t i o n  r e q u i r e s  tha t w h e n  a p o l i c y  is w r i t t e n  b y  m o r e  t h a n  o ne  
i n s u r e r  a n d  o n e  or m o r e  of t h o s e  i n s u r e r s  a r e  n o t  e l i g i b l e ,  t h e  i n s u r e d  
m u s t  b e  n o t i f i e d .  T h i s  p r e v e n t s  a p r a c t i c e  w h e r e  s o m e  b r o k e r s  c o n c e a l  th e 
fac t t h a t  t h e r e  a r e  i n e l i g i b l e  i n s u r e r s  on  a risk. O n e  w a y  t h a t  t h i s  is 
d o n e  Is to l i s t  th e i n s u r e r s  a s " u n d e r w r i t e r s  a t  L l o y d ’s a n d  o t h e r  
c o m p a n i e s . "  T h e  d i v i s i o n  d o e s  n o t  a c c e p t  t h i s  p r a c t i c e  now, b u t  is n o t  
c e r t a i n  t h a t  e v e n  in t h o s e  c a s e s  w h e r e  w e  c o r r e c t  it, t h e  i n s u r e d  is 
a d e q u a t e l y  i n f o r m e d .  A l i t t l e  i n f o r m a t i o n  at t h i s  s t a g e  c a n  p r e v e n t  a lot 
of p r o b l e m s  later.

S e c  2 1 . 3 4 . 0 7 0 .  P a g e  17, l i n e s  2 4 - 2 9  & p a g e  18, l i n e s  1-11.
T h i s  s e c t i o n  e s t a b l i s h e s  a p r o c e d u r e  for r e m o v i n g  a n  i n s u r e r  fr om  t h e  
e l i g i b l e  list  a n d  s e t s  f o r t h  a n o t i c e  r e q u i r e m e n t  to all l i c e n s e e s .

S e c  2 1 . 3 4 . 0 8 0 .  P a g e  18, l i n e s  12-29.
T h i s  s e c t i o n  iB s i m i l a r  to a n  e x i s t i n g  r e q u i r e m e n t  to f i l e  a f f i d a v i t s  of 
c o v e r a g e .  It a d d s  a r e q u i r e m e n t  on the s u r p l u s  l i n e s  b r o k e r  to p r o v i d e  
e v i d e n c e  of i n s u r a n c e  to an i n s u r e d  w i t h i n  3 0 d a y s  of p l a c e m e n t  of t h e  
c o v e r a g e .  It a l s o  p r o v i d e r  t h a t  t h e s e  f i l i n g  r e q u i r e m e n t s  m a y  b e  
t r a n s f e r r e d  to th e  s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n o r d e r  by  the  
di rec tor .



S e c  2 1 . 3 4 . 0 S 0 .  P a g e  19. l i n e B  1 - 2 9  & p a g e  20. l i n e s  1-15.
T h i s  s e c t i o n  p e r m i t s  t h e  f o r m a t i o n  of a s u r p l u s  l i n e s  a s s o c i a t i o n  a n d  
s e t s  f o r t h  t h e  p o u e r B  a n d  p u r p o s e s  for w h i c h  it m a y  be  formed. It 

e s t a b l i s h e s  t h e  r e q u i r e m e n t s  for its f o r m a t i o n  a n d  m a k e s  it s u b j e c t  to 
e x a m i n a t i o n  by  th e d i r e c t o r .  It p r o v i d e s  t h a t  t h e  d i r e c t o r  m a y  r e q u i r e  
m e n b e r s h i p  in t h e  a s s o c i a t i o n  a s  a c o n d i t i o n  of l i c e n s u r e  in t h i s  st at e.

S e c  2 1 . 3 4 . 1 0 0 .  P a g e  20.. l i n e s  16-29. all of p a g e  21. & p a g e  22. l i n e  1. 
T h i s  s e c t i o n  d e s c r i b e s  t h e  e v i d e n c e  of i n s u r a n c e  w h i c h  a s u r p l u s  l i n e s  
b r o k e r  m u s t  p r o v i d e  for a n  i n s u r e d .  T h e  b a s i c  i d e a  is to r e q u i r e  a full
d i s c l o s u r e  of t h e  f a c t s  r e l a t i n g  to a p l a c e m e n t  in t h e  n o n a d m i t t e d
m a r k e t .  T h i s  a l s o  a p p l i e s  to c h a n g e s  m a d e  in c o v e r a g e .  T h e  b r o k e r  is 
r e q u i r e d  to m a i n t a i n  a full c o p y  of all d o c u m e n t s  p e r t i n e n t  to the
i n s u r a n c e  t r a n s a c t i o n .  A w a r n i n g  is r e q u i r e d  to a p p r i s e  th e i n s u r e d  t h a t
a p o l i c y  p l a c e d  in th e n o n a d m i t t e d  m a r k e t  is n o t  c o v e r e d  b y  th e A l a s k a  
I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  Act.

S e c  2 1 . 3 4 . 1 1 0 .  P a g e  22. l i n e s  2-13.
T h i s  s e c t i o n  p r o v i d e s  t h a t  th e  i n s u r e d  h a s  n o  l i a b i l i t y  for p r e m i u m  un til  
t h e  b r o k e r  h a s  provided! a n o t i c e  to t h e  i n s u r e d  to t he  e f f e c t  t h a t  t he  
i n s u r e r  is n o n a d m i t t e d ,  a n d  t h e r e  is no i n s o l v e n c y  p r o t e c t i o n  p r o v i d e d  
u n d e r  s t a t e  law. T h i B  Is a n e w  a p p r o a c h .

S e c  2 1 . 3 4 . 1 2 0 .  P a g e  22. l i n e s  14-16.

T h i s  iB s i m i l a r  to p r e s e n t  law. I p r o v i d e s  t h a t  c o n t r a c t s  in t he  s u r p l u s  
l i n e s  m a r k e t  p l a c B  a r e  v a l i d  c o n t r a c t s .

S e c  2 1 . 3 4 . 1 3 0 .  P a g e  2.2. l i n e s  17-22.
S e c t i o n  p r o v i d e s  tha t p a y m e n t  to t h e  b r o k e r  is p a y m e n t  to t h e  in su re r.

S e c  2 1 . 3 4 . 1 4 0 .  P a g e  22. l i n e s  2 3 - 2 9 .  all of p i g e  23. a n d  p a g e  24. l i n e s  
1-6.

T h i s  s e c t i o n  s e t s  f o r t h  the  l i c e n s i n g  s t a n d a r d s  a n d  r e q u i r e m e n t s  for a 
s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  T h e  r e q u i r e m e n t s  a r e  n o t  s u b s t a n t i a l l y  
d i f f e r e n t  t h a n  t h o s e  in c u r r e n t  law. T h e  b o n d  r e q u i r e m e n t  is h i g h e r .  T h i s  
p r o p o s a l  d o e s  p e r m i t  n o n r e s i d e n t  s u r p l u s  l i n e s  b r o k e r s  l i c e n s e e s ,  (e) 
d o e s  p r o v i d e  a p e n a l t y  for l a t e  r e n e w a l  of l i c e n s e .

S e c  2 1 . 3 4 . 1 5 0 .  P a g e  24. l i n e s  7-12 .
T h i s  s e c t i o n  c l a r i f i e s  t he  s c o p e  of a s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  It 
a l l o w s  th e s u r p l u s  l i n e s  b r o k e r  to a c c e p t  b u s i n e s s  from  o t h e r  s u r p l u s  
l i n e s  b r o k e r s  a n d  o t h e r  b r o k e r s  b u t  n o t  f r o m  a g e n t s .

S e c  2 1 . 3 4 . 1 6 0 .  P a g e  24. l i n e s  1 3 - 2 9  & p a g e  25. l i n e s  1-11.
T h i s  s e c t i o n  c l e a r l y  o u t l i n e s  t h e  k i n d B  of r e c o r d s  th at  m u B t  be 
m a i n t a i n e d  by  a s u r p l u s  l i n e s  b r o k e r  andl that  s u c h  r e c o r d s  m u s t  be  o p e n  
for e x a m i n a t i o n  b y  th e d i r e c t o r .



S e c  2 1 . 3 4 . 1 7 0 .  P a g e  25» l i n e B  12-18.
T h i s  s e c t i o n  r e q u i r e s  a m o n t h l y  r e p o r t  of b u s i n e s s  p l a c e d  in th e  s u l p l u s  
l i n e B  m a r k e t .

S e c  2 1 . 3 4 . 1 8 0 .  P a g e  25. l i n e s  1 9 - 2 9  It p a g e  26. l i n e s  1-27.

T h i s  s e c t i o n  is s u b s t a n t i a l l y  t h e  s a m e  a s  c u r r e n t  law. T h e  p r e m i u m  ta x is 
e s t a b l i s h e d  h e r e  a n d  t he  d i r e c t o r  m a y  h a v e  t he  t a x  c o l l e c t e d  b y  the 
s u r p l u s  l i n e s  a s s o c i a t i o n .  T h e  d i r e c t o r  h a s  t h e  a b i l i t y  to e s t a b l i s h  
a d e q u a t e  s a f e g u a r d s  to p r o t e c t  t h e  m o n i e s  c o l l e c t e d  in t h i s  f a s h i o n .

S e c  2 1 . 3 4 . 1 9 0 .  P a g e  26. l i n e s  2 6 - 2 9  & p a g e  27. l i n e s  1-3.
A f i l i n g  fee of 1% is established,. T h i s  is p r e s e n t l y  at 1/2%.

S e c  2 1 . 3 4 . 2 0 C .  P a g e 2 7 .  l i n e s  4-21 .
T h i s  s e c t i o n  p r o v i d e s  for tw o a l t e r n a t e  m e a n s  of t a x  c o l l e c t i o n .  T h e  
f i r s t  iB by t h e  d i r e c t o r  in t he u s ua l m a n n e r .  T h e  s e c o n d  is b y  t h e  
s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n  o r d e r  by  th e  d i r e c t o r  a f t e r  
e s t a b l i s h i n g  t h o s e  s a f e g u a r d s  d e e m e d  a p p r o p r i a t e .

S e c  2 1 . 3 4 . 2 1 0 .  P a g e  27. l i n e s  2 2 - 2 9  h. p a g e  28. l i n e s  1-16.
In th e  c u r r e n t  law, th e  d i r e c t o r  h a s  d i s c r e t i o n a r y  s u s p e n s i u n  or 
r e v o c a t i o n  a u t h o r i t y .  T h e  r e s t r u c t u r i n g  f o u n d  in t h i s  s e c t i o n  is m o r e  
s p e c i f i c  a n d  l i s t s  t h o s e  a c t i o n s  w h i c h  c a n  r e s u l t  in s u s p e n s i o n  or 
r e v o c a t i o n .

S e c  2 1 . 2 J . 220. P a g e  28. l i n e s  17-28.

T h i s  s e c t i o n  t i e s  in to A S 2 1 . 3 3  for s e r v i c e  of p r o c e s s  o n  a n o n a d m i t t e d  
i n s u r e r  u s e d  t h r o u g h  the s u r p l u s  li n e s  m a r k e t .  T h e  p r e s e n c e  of a 

n o n a d m i t t e d  i n s u r e r  on a s u r p l u s  l i n e s  c o n t r a c t  a s s u m e s  t h a t  t h e  i n s u r e r  
h a s  s u b j e c t e d  i t s e l f  to A S  21 .3 4.

S e c  2 1 . 3 4 . 2 3 0 .  P a g e  28. line  29  &< p a g e  29. l i n e B  1-7.
T h i s  p e n a l t y  s e c t i o n  is a n  u p g r a d e  from the p r e s e n t  law. It a l s o  i n c l u d e s  
a n  a b i l i t y  to t a k e  a c t i o n  u n d e r  A S  2 1 . 3 3 . 3 2 0 - 3 3 0  in th e u n f a i r  t r a d e  
p r a c t i c e s  act.

S e c  2 1 . 3 4 . 2 4 0 .  P a g e  29, l i n e s  3- 1 2 ,
S e p a r a b i l i t y  s e c t i o n .

S e c  2 1 . 3 4 . 2 5 0 .  P a g e  29, l i n e s  13-14.

T h i s  s e c t i o n  e n a b l e s  the d i r e c t o r  to p r o m u l g a t e  t h o s e  r e g u l a t i o n s  
n e c e s s a r y  to i m p l e m e n t ,  d e f i n e  a n d  e n f o r c e  t he  p r o v i s i o n s  of t h i s  n e w  
c h a p t e r .

S e c  2 1 . 3 4 . 9 0 0 .  P a g e  29. l i n e B  15-213, all of p a g e  30. & p a g e  31, l i n e s  
1-14.



T h e  d e f i n i t i o n s  h e r e  t a k e  t h e  s a m e  e x p l a n a t i o n  a s  t h o s e  in S e c  20. T h e r e  
a r e  a few a d d i t i o n a l  d e f i n i t i o n s  b u t  t h e s e  a r e  n o t  s u b s t a n t i v e l y  
d i f f e r e n t  t h a n  c u r r a n t  u s a g e  in t h e  i n s u r a n c e  cod e.

S e c  22. P a g e  31. l i n e s  15-19.

T h i s  a d d e d  s e c t i o n  in th e u n f a i r  t r a d e  p r a c t i c e s  a c t  m a k e s  it a n  u n f a i r  
t r a d e  p r a c t i c e  to fail to m a k e  t he r e q u i r e d  d i s c l o s u r e s  a n d  r e p o r t s .

S e c  23. P a g e  31. l i n e s  2 0 - 2 9  & p a g e  32. l i n e s  1-2.
T h i s  s e c t i o n  c|ives a d m i t t e d  i n s u r a n c e  c o m p a n i e s  t h e  a b i l i t y  to c o m p e t e  
w i t h  t h e  n o n a d m i t t e d  m a r k e t .  It t i e s  in w i t h  s e c t i o n s  2 4  & 25.

S e c  24. P a g e  32. l i n e s  3 - 9

T h i s  s e c t i o n  t i e s  in w i t h  S e c  2 3  a n d  S e c  2 5  in a l l o u i n g  th e  a d m i t t e d  
m a r k e t  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t .  T h i s  is a c c o m p l i s h e d  b y  
p r o v i d i n g  t h e s e  e x c e p t i o n s  in t h e  r a t e  law w h i c h  h a s  to d a t e  a c t e d  a s  an  
i m p e d i m e n t  to t h a t  k i n d  of c o m p e t i t i o n .

S e c  25. P a g e  32. I i n e 3  10-15.

T h i s  s e c t i o n  t i e s  in w i t h  t h e  p r e v i o u s  t wo  s e c t i o n s .  It s p e c i f i e s  t h o s e  
c o n d i t i o n s  u n d e r  w h i c h  a n  a d m i t t e d  i n s u r e r  c a n  w o r k  o u t s i d e  of its 
f i l i n g s  m a d e  w i t h  the d i r e c t o r .  T h i s  p r o v i d e s  t h e  a b i l i t y  to d i r e c t l y  
c o m p e t e  w i t h  t he  s u r p l u s  l i n e s  m a r k e t .  T h i s  is in th e  p u b l i c  i n t e r e s t  
s i n c B  m o s t  a d m i t t e d  m a r k e t  c o v e r a g e s  a r e  p r o t e c t e d  by th e  g u a r a n t y  
a s s o c i a t i o n  act.

S e c  26. P a g e  32. l i n e s  16-17.
T h i s  s e c t i o n  r e p e a l s  t h o s e  s e c t i o n s  in AS  2 1 . 3 3  w h i c h  a r e  no l o n g e r  
n e e d e d  or h a v e  b e e n  r e p l a c e d  in t h e  n e w  c h a p t e r  in s e c t i o n  21.



T h i s  p r o p o s a l  u p g r a d e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
the  S u r p l u s  L i n e s  I n s u r a n c e  A c t  to c o m p o r t  w i t h  t h e  r e c e n t l y  a d o p t e d  
m o d e l s  of t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ( N A I C ) . 
C u r r e n t l y ,  t h e s e  to o ac t s ,  a l o n g  u i t h  a t h i r d ,  t h e  U n a u t h o r i z e d  I n s u r e r s  
S e r v i c e  of P r o c e s s  A c t  a p p e a r  in A S  2 1 . 3 3 .

T h i s  p r o p o s a l  c o n t i n u e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A ct  a n d  
t h e  U n a u t h o r i z e d  I n s u r e r s  S e r v i c e  of P r o c e s s  A c t  in A S  2 1 . 3 3 .  A c c e s s  to 
t h a t  m a r k e t  is more* c l e a r l y  s t a t e d .  M o s t  of t h e  c h a n g e s  .in A S  2 1 . 3 3  a r e  
no t  s u b s t a n t i v e .  H o w e v e r  t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  h a s  b e e n  r e m o v e d  
fr om  A S  2 1 . 3 3  a n d  p l a c e d  in a n e w  c h a p t e r .  A S  2 1 . 3 4 .  T h i s  c h a p t e r  m a k e s  
s o m e  s u b s t a n t i a l  r e v i s i o n s  w i t h  r e s p e c t  to h o w  a s u r p l u s  l i n e s  b u s i n e s s  
c a n  be  c o n d u c t e d  in t h i s  s t a t e .  It w i l l  g i v e  t h e  r e g u l a t o r  a c l e a r e r  
a b i l i t y  to de al  w i t h  th e  c o m p e t e n c e  of th e  l i c e n s e e  a n d  p r o v i d e  m o r e  
m e a n i n g f u l  p r o t e c t i o n  for t h e  p u b l i c  t h r o u g h !
- c l a r i f i c a t i o n  of t h e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  of t h e  l i c e n s e e ;
- h i g h e r  f i n a n c i a l  r e q u i r e m e n t s  for th e  n o n a d m i t t e d  i n s u r e r ;
- p e r m i s s i o n  to f o r m  a s u r p l u s  l i n e s  a s s o c i a t i o n  w i t h  an  a c t i v e  r o l e  in 
r e g u l a t i n g  t h e  m a r k e t ;  and.
- a l l o w i n g  a d m i t t e d  m a r k e t s  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t s .

S B 4 7 0  S e c t i o n  b y  S e c t i o n  A n a l y s i s .

S e c t i o n  1. P a g e  1. l i n e s  8- 1 7.
C u r r e n t  law p r o v i d e s  t h a t  w h e n  t h e  s t a t e  e x a m i n e s  a n  i n s u r a n c e  c o m p a n y ,  

th e  i n s u r a n c e  c o m p a n y  p a y s  for t h a t  e x a m i n a t i o n .  A s u r p l u s  l i n e s  b r o k e r  
is a l s o  s u b j e c t  to e x a m i n a t i o n  b u t  d o e s  n o t  p a y  for t h a t  e x a m i n a t i o n .  T h e  
p o s i t i o n  of th e s u r p l u s  l i n e s  b r o k e r  is in m a n y  r e B p e c t B  B i m i l a r  to an 
i n s u r e r ,  p a r t i c u l a r l y  w h e n  t h e  b r o k e r  h a s  u t i l i z e d  an  i n s u r e r  t h a t  Is no t  
a b l e  to m e e t  its o b l i g a t i o n s .  T h i s  s e c t i o n  p r o v i d e s  t h a t  th e s u r p l u s  
l i n e s  b r o k e r  m u s t  a l s o  m e e t  t h e  c o s t  of its e x a m i n a t i o n .

S e c t i o n  2. P a g e  1. l i n e s  1 8 - 2 9  & p a g e  2. l i n e s  1-7.
T h e  c h a n g e  h e r e  is o n p a g e  1. l i n e s  2 4 - 2 5 .  T h i s  s e c t i o n  t i e s  in w i t h  
S e c t i o n  1. It l i B t s  t h o s e  e n t i t i e s  s u b j e c t  to e x a m i n a t i o n  w i t h o u t  c h a r g e .

S e c t i o n  3. P a g e  2. l i n e s  8 - 2 9  &< p a g e  3. l i n e s  1-3.
T h i s  r e w r i t e  of t h e  p u r p o s e  s e c t i o n  d o e s  n o t  c o n t a i n  s u b s t a n t i v e  c h a n g e s .  
It iB f o r m a t t e d  in a m o r e  r e a d a b l e  f o r m  a n d  t h e  a p p l i c a t i o n  of t he  
c h a p t e r  to s u r p l u s  l i n e s  b r o k e r s  h a s  b e e n  d e l e t e d .

S e c t i o n  4. P a g e  3. l i n e B  4- 24.

T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  e d i t o r i a l .  T h e  p h r a s e  " d o i n g  an  i n s u r a n c e  
b u s i n e s s "  h a s  b e e n  c h a n g e d  to " t r a n s a c t i o n  of i n s u r a n c e " ,  a n d  g e n d e r  
o r i e n t e d  r e f e r e n c e s  h a v e  b e e n  c h a n g e d .

S e c t i o n  5. P a g e  3. l i n e s  2 5 - 2 9  8/ p a g e  4. l i n e s  1-13.
T h i s  s e c t i o n  c o n t a i n s  m o r e  of t h e  s a m e  c h a n g e s  n o t e d  in S e c t i o n  4. No  
s u b s t a n t i v e  c h a n g e .

u m m q K y



S e c t i o n  6. P a g e  4* l i n e s  1 4 - 2 9  8< p a g e  5. l i n e s  1-8.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  s i m i l a r  to t h o s e  in S e c t i o n  4. No 
s u b B t a n t i v e  c h a n g e s .

S e c t i o n  7. P a g e  5* l i n e s  9 - 2 9  &< p a g e  6. l i n e s  1-4.

T h e  d i f f e r e n c e  h e r e  is f o u n d  on p a g e  6. l i n e s  2-4. It is p r i m a r i l y  a 
c l a r i f i c a t i o n .  No  s u b s t a n t i v e  c h a n g e .

S e c t i o n  8. P a g e  6. l i n e s  5-13 .
C h a n g e s  s i m i l a r  to t h o s e  in S e c t i o n  4.

S e c t i o n  9. P a g e  6* l i n e s  14-26.
T h e  s o l e  c h a n g e  in t h i s  s e c t i o n  is t h e  i n s e r t i o n  of th e  w o r d  
" n o n a d m i t t e d "  on  li ne  16. T h i s  h a s  b e e n  d o n e  in s e v e r a l  of t h e  e a r l i e r  
s e c t i o n s  w i t h o u t  c o m m e n t .  It is a c l a r i f i c a t i o n *  a n d  o n d  t h a t  is d e f i n e d  
in t h e  d e f i n i t i o n  s e c t i o n  on p a g e  12* l i n e s  15-18. P r e v i o u s l y  t h e  w o r d s  
" i n s u r e r " *  " n o n a d m i t t e d  i n s u r e r " *  and* " u n a u t h o r i z e d  i n s u r e r "  h a v e  b e e n  
u s e d  s y n o n y m o u s l y .  T h a t  is i n c o n s i s t e n t  a n d  h a s  led to s o m e  c o n f u s i o n .  
T h i s  c h a n g e  s h o u l d  c l e a r  u p  t h a t  s i t u a t i o n .

S e c t i o n  10. P a g e  6, l i n e s  2 7 - 2 9  & p a g e  7. l i n e s  1-2S.
T h i s  s e c t i o n  is a c o n s o l i d a t i o n  of s e v e r a l  o t h e r  s e c t i o n s ,  (a) r e p l a c e s  
A S  2 1 . 3 3 . 0 1 5  w i t h  no s u b s t a n t i v e  d i f f e r e n c e ,  (b) r e p l a c e s  A S  2 1 . 3 3 . 0 7 5  
w i t h  s o m e  s h i f t  in a n  i n d i v i d u a l s  a b i l i t y  to e n t e r  a n d  u s e  t h e  
n o n a d m i t t e d  m a r k e t  p l a c e .  T h i s  a b i l i t y  is b r o a d e n e d  in t h i s  b i l l  b y  
r e m c v i n g  t h e  s p e c i f i c  d e s c r i p t i o n  of a n  i n d u s t r i a l  i n s u r e d  f o u n d  in AS  
2 1 . 3 3 . 0 7 5 ( 9 ) .  (c) r e p l a c e s  t he c o m b i n a t i o n  of A S  2 1 . 3 3 . 0 1 5  a n d  AS
2 1 . 3 3 . 0 7 5 ( 6 )  w i t h  no  s u b s t a n t i v e  d i f f e r e n c e ,  (d) r e p l a c e s  A S  2 1 . 3 3 . 0 4 1  
w i t h  no s u b s t a n t i v e  d i f f e r e n c e .

S e c t i o n  11. P a g e  8, l i n e s  1-24.
T h i s  is a n e w  s e c t i o n  a n d  it l i m i t s  a n o n a d m i t t e d  i n s u r e r s  a c c e s s  to 
A l a s k a  c o u r t s .  T h i s  is a s to t h o s e  n o t  p l a c e d  t h r o u g h  a s u r p l u s  l i n e s  
b r o k e r  in A S  21 . 3 4 .  It c l a r i f i e s  t h e  s t a n d i n g  of t h o s e  i n s u r o r s .

S e c t i o n  12. P a g e  8* l i n e s  2 5 - 2 9  &< p a g e  9. l i n e s  1-6.
T h i s  is t he s a m e  k i n d  of c h a n g e  n o t e d  in S e c t i o n  9. O n e  a d d i t i o n a l  c h a n g e  
is t h a t  a c c e s s  by  th e  d i r e c t o r  to i i n s u r e d s  p u r c h a s e s  in t h e  a d m i t t e d  
or a u t h o r i z e d  m a r k e t  h a s  b e e n  remi 3d. T h . s  a b i l i t y  to a c c e s s  a d m i t t e d  
p u r c h a s e s  is p r o b a b l y  u n r e a s o n a b l e  w h e n  p l a c e d  o n  t h e  i n s u r e d .  P r e s u m a b l y  
a c c e s s  to t h e s e  r e c o r d s  t h r o u g h  o t h e r  s o u r c e s  is s u f f i c i e n t .

S e c t i o n  13. P a g e  9. l i n e s  7-13.

T h i s  s e c t i o n  r e i n f o r c e s  th e  a b i l i t y  of th e  d i r e c t o r  to o b t a i n  r e c o r d s  a n d  
i n f o r m a t i o n  u n d e r  t h i s  s e c t i o n .  T h i s  is a c c o m p l i s h e d  by  a l l o w i n g  t h e  
d i r e c t o r  to a p p l y  for a c o u r t  o r d e r  to c o m p e l  p r o d u c t i o n  of r e c o r d s  a n d  
i n f o r m a t i o n .



S e c t i o n  14. P a g e  9. l i n e s  1 4 - 2 9  &< p a g e  10* linfES 1-10.
" U n a u t h o r i z e d "  h a s  b e e n  c h a n g e d  to " n o n a d m i t t e d "  a s  n o t e d  in s e c t i o n  9. 
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  r e v i s e d  s o  t h a t  it is m o r e  r e a d i l y  

c a l c u l a b l e .  T h i s  p e n a l t y  wi ll  g e n e r a l l y  be s t i f f e r  t h a n  t h a t  n o w  p r o v i d e d

S e c t i o n  15. P a g e  10* l i n e s  11-26.

M o r e  e d i t o r i a l  c h a n g e s  l i k e  t h o s e  in s e c t i o n  9. S i n c e  th e  s u r p l u s  l i ne s 
law h a s  b e e n  r e m o v e d  f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in A S  2 1 . 3 4 *  th at  r e f e r e n c e  
h a s  b e e n  n o t e d .  T h e  t i m e  for r e p o r t i n g  h a s  b e e n  s h o r t e n e d  fro m 5 0  d a y s  to 
3 0  days.

S e c t i o n  16. P a g e  10* l i n e s  2 7 - 2 9  &< p a g e  11* l i n e s  1-6.
S a m e  e d i t o r i a l  c h a n g e  n o t e d  in s e c t i o n  9.

S e c t i o n  17. P a g e  11* l i n e s  7-15.

T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  u p g r a d e d  in t h e  s a m e  f a s h i o n  a s  s e c t i o n  14 

S e c t i o n  18. P a g e  11* l i n e s  16-21.
T h i s  s e c t i o n  is i n t e n d e d  to a v o i d  a n y  p o t e n t i a l  c o n f l i c t  w i t h  n e w  
s e c t i o n s  A S  2 1 . 3 3 . 0 3 7  a n d  A S  2 1 . 3 3 . 0 4 2 .

S e c t i o n  19. P a g e  11* l i n e s  2 2 - 2 9  &< p a g e  12. l i n e s  1-4.

T h i s  s e c t i o n  u p g r a d e s  t h e  p e n a l t y  s e c t i o n  by  i n c r e a s i n g  th e pe r  v i o l a t i o n  
p e n a l t y  f r o m  $ 5 0 0  for t h e  f i r s t  o f f e n s e  to $ 1 , 0 0 0  a n d  b y  i n c r e a s i n g  t h e  
s e c o n d  o f f e n s e  p e n a l t y  f r o m  $ 5 0 0  to $ 2 * 0 0 0 .  A n e w  p e n a l t y  is a l s o  

s t r u c t u r e d  for a l l o w i n g  a v i o l a t i o n  to c o n t i n u e  u n c o r r e c t e d  in t h e  a m o u n t  
of $ 1 , 0 0 0  for e a c h  m o n t h  of c o n t i n u a t i o n .

S e c t i o n  20. P a g e  12, l i n e s  5 - 2 9  & p a g e  13, l i n e s  1-25.

T h i s  d e f i n i t i o n  s e c t i o n  is new. T h e r e  iB n o t h i n g  r e p r e s e n t i n g  a 
s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law e x c e p t  in ( 9 ) (A) w h e r e  v e s a e l B  of 
5 0  d i s p l a c e m e n t  t o n s  or l e s s  a r e  n o t  i n c l u d e d  in th e  d e f i n i t i o n  of m a r i n e  
a n d  a r e  t h e r e f o r  i n c l u d e d  in th e  r e q u i r e m e n t s  of t h i s  p r o p o s e d  law.

S e c t i o n  21. P a g e  13, l i n e B  2 6 - 2 9 *  all of p a g e s  14-30* &< p a g e  31, l i n e s  
1-16.

T h i s  s e c t i o n  a d d s  a n e w  c h a p t e r  to t h e  i n s u r a n c e  c o d e  d e a l i n g  w i t h  
s u r p l u s  l i n e s  i n s u r a n c e .  T h i s  c h a p t e r  h a s  e s s e n t i a l l y  b e e n  r e m o v e d  fr om  
A S  2 1 . 3 3 .  A n u m b e r  of c h a n g e s  h a v e  b e e n  m a d e  to p r o v i d e  for a s t r o n g e r  
r e g u l a t i o n  of t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is a c c o m p l i s h e d  by 

s t r e n g t h e n i n g  t h e  f i n a n c i a l  r e q u i r e m e n t s  of a c o m p a n y  in t h a t  m a r k e t  

b e f o r e  it c a n  b e  u s e d  in t h i s  s t a t e .  T h e  li ne  of r e s p o n s i b i l i t y  for t h e  
s u r p l u s  l i n e s  b r o k e r  is c l a r i f i e d .  T h e  bi ll  p e r m i t B  t h e  c r e a t i o n  of a 
s u r p l u s  l i n e s  a s s o c i a t i o n  t h a t  c a n  h a v e  a s u b s t a n t i a l  s e l f - r e g u l a t o r y  
r o l e  w h i c h  h a s  e x p e r i e n c e d  s u b s t a n t i a l  s u c e s s  in C a l i f o r n i a  a n d  in 
W a s h i n g t o n .  T h i s  w o u l d  a l l o w  th e d i v i s i o n  to m o r e  e f f e c t i v e l y  u s e  it s 
r e s o u r c e s  to a v o i d  p r o b l e m s  for p e r s o n s  i n s u r e d  in t h a t  m a r k e t .



S e c  2 1 . 3 4 . 0 1 0 .  P a g e  13* l i n e s  2 8 - 2 9  &< p a g e  14* l i n e s  1-14.
T h i s  is the  p u r p o s e  s e c t i o n  tor t h e  n e w  c h a p t e r

S e c  2 1 . 3 4 . 0 2 0 .  P a g e  14, l i n e s  1 5 - 2 3
T h i s  s e c t i o n  c o n d i t i o n s  w h a t  c a n  be  p l a c e d  in t h e  n o n a d m i t t e d  m a r k e t .
T h e r e  is no s u b s t a n t i v e  d i f f e r e n c e  fr om  c u r r e n t  law.

S e c  2 1 . 3 4 . 0 3 0 .  P a g e  14, 1 ineti 2 4 - 2 9  & p a g e  15, l i n e s  1-12.
T h i s  s e c t i o n  p e r m i t s  w o r k e r s  c o m p e n s a t i o n  to b e w r i t t e n  in th e  s u r p l u s  
l i n e s  m a r k e t  p r o v i d e d  the d i r e c t o r  f i n d s  it to b e  in th e  p u b l i c  i n t e r e s t .  
It is s u b s t a n t i a l l y  t h e  s a m e  a s  c u r r e n t  law e x c e p t  t h a t  t h i s  p r o p o s a l  h a s  
f i n a n c i a l  r e q u i r e m e n t s  t h a t  a r e  h i g h e r  t h a n  o t h e r  p l a c e m e n t s  in t h a t  
m a r k e t .

S e c  2 1 . 3 4 . 0 4 0 .  P a g e  15, l i n e s  1 3 - 2 9  & p a g e  16» l i n e s  1-29.
T h i s  s e c t i o n  s u b s t a n t i a l l y  i n c r e a s e s  t h e  m i n i m u m  c a p i t a l  a n d  s u r p l u s  
r e q u i r e m e n t s  u s e d  in t h e  s u r p l u s  l i n e s  m a r k e t .  It a l s o  r e c o g n i s e s  
d i s t i n c t i o n s  a m o n g  i n s u r e r s ,  L l o y d s  t y p e  o r g a n i s a t i o n s ,  a n d  i n s u r a n c e  
e x c h a n g e s .

S e c  2 1 . 3 4 . 0 5 0 .  P a g e  17, l i n e s  1-9.
T h i s  s e c t i o n  i.i a n e w  p r o v i s i o n  w h i c h  s u b s t a n t i a l l y  t r a c k s  c u r r e n t  
p r a c t i c e .  It p r o v i d e s  for t h e  l i s t i n g  of e l i g i b l e  s u r p l u s  l i n e s  i n s u r e r s .  
It a l s o  p e r m i t s  t h e  s u r p l u s  l i n e s  a s s o c i a t i o n  to p e r f o r m  t h a t  t a s k  w h e n  
a p p r o v e d  b y th e  d i r e c t o r .

S e c  2 1 . 3 4 . 0 6 0 .  P a g e  17, l i n e s  10-23.
T h i s  s e c t i o n  r e q u i r e s  t h a t  w h e n  a p o l i c y  is w r i t t e n  by m o r e  t h a n  o n e  
i n s u r e r  a n d  o n e  or m o r e  of t h o s e  i n s u r a r s  a r e  n o t  e l i g i b l e ,  th e  i n s u r e d  
m u s t  be  n o t i f i e d .  T h i s  p r e v e n t s  a p r a c t i c e  w h e r e  s o m e  b r o k e r s  c o n c e a l  th e 
fa ct  t h a t  t h e r e  a r e  i n e l i g i b l e  i n s u r e r s  on a risk. O n e  w a y  t h a t  t h i s  is 
d o n e  is to liBt  t h e  i n s u r e r s  a s  " u n d e r w r i t e r s  a t  L l o y d ’s a n d  o t h e r  
c o m p a n i e s . "  T h e  d i v i s i o n  d o e s  n o t  a c c e p t  t h i s  p r a c t i c e  now, b u t  is n o t  
c e r t a i n  t h a t  e v e n  in t h o s e  c a s e s  w h e r e  w e  c o r r e c t  it. t h e  i n s u r e d  is 
a d e q u a t e l y  i n f o r m e d .  A l i t t l e  i n f o r m a t i o n  a t  t h i s  s t a g e  c a n  p r e v e n t  a lot 
of p r o b l e m s  later.

S e c  2 1 . 3 4 . 0 7 0 .  P a g e  17, l i n e s  2 4 - 2 9  S< p a g e  18, l i n e s  1-11.
T h i s  s e c t i o n  e s t a b l i s h e s  a p r o c e d u r e  for r e m o v i n g  a n  i n s u r e r  f r o m  t h e  
e l i g i b l e  lis t a n d  s e t B  f o r t h  a n o t i c e  r e q u i r e m e n t  to all l i c e n s e e s .

S e c  2 1 . 3 4 . 0 8 0 .  P a g e  18, l i n e s  1 2 - 2 9  & p a g e  19, l i n e  1.
T h i s  s e c t i o n  is s i m i l a r  to a n  e x i s t i n g  r e q u i r e m e n t  to f i l e  a f f i d a v i t s  of 
c o v e r a g e .  It a d d 3  a r e q u i r e m e n t  o n  t h e  s u r p l u s  l i n e s  b r o k e r  to p r o v i d e  
e v i d e n c e  of i n s u r a n c e  to a n  i n s u r e d  w i t h i n  3 0  d a y s  of p l a c e m e n t  of t h e  
c o v e r a g e .  It a l s o  p r o v i d e s  t h a t  t h e s e  f i l i n g  r e q u i r e m e n t s  m a y  be 
t r a n s f e r r e d  to th e  s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n  o r d e r  by  t h e  
di rec to r.



T h i s  s e c t i o n  p e r m i t s  t he  f o r m a t i o n  of a s u r p l u s  l i n e s  a s s o c i a t i o n  a n d  
s e t s  f o r t h  t h e  p o w e r s  a n d  p u r p o s e s  for w h i c h  it m a y  b e for med . It 

e s t a b l i s h e s  t h e  r e q u i r e m e n t s  for its f o r m a t i o n  a n d  m a k e s  it s u b j e c t  to 
e x a m i n a t i o n  b y  t h e  d i r e c t o r .  It provides, t h a t  t h e  d i r e c t o r  m a y  r e q u i r e  
m e n b e r s h i p  in t h e  a s s o c i a t i o n  a s  a c o n d i t i o n  of l i c e n s u r e  in t h i s  st a t e *

S e c  2 1 . 3 4 . 0 9 0 .  P a g e  1 9 .  l i n e s  2 - 2 9  &  p a g e  2 0 v  l i n e s  1 - 1 6 .

S e c  2 1 . 3 4 . 1 0 0 .  P a g e  20. l i n e B  17-29. all of p a g e  21. & p a g e  22. l i n e s  1-2. 
T h i s  s e c t i o n  d e s c r i b e s  t h e  e v i d e n c e  of i n s u r a n c e  w h i c h  a s u r p l u s  l i n e s  
b r o k e r  m u s t  p r o v i d e  for a n  i n s u r e d .  T h e  b a s i c  i d e a  is to r e q u i r e  a full 
d i s c l o s u r e  of t h e  f a c t s  r e l a t i n g  to a p l a c e m e n t  in t h e  n o n a d m i t t e d  
m a r k e t .  T h i s  a l s o  a p p l i e s  to c h a n g e s  m a d e  in c o v e r a g e .  T h e  b r o k e r  is 
r e q u i r e d  to m a i n t a i n  a full c o p y  of all d o c u m e n t s  p e r t i n e n t  to the 
i n s u r a n c e  t r a n s a c t i o n .  A w a r n i n g  is r e q u i r e d  to a p p r i s e  t h e  i n s u r e d  t h a t  
a p o l i c y  p l a c e d  in th e n o n a d m i t t e d  m a r k e t  is n u t  c o v e r e d  by th e  A l a s k a  
I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  Act.

S e c  2 1 . 3 4 . 1 1 0 .  P a g e  22. l i n e s  3-14 .

T h i s  s e c t i o n  p r o v i d e s  t h a t  t h e  i n s u r e d  h a s  n o  l i a b i l i t y  for p r e m i u m  unt il  
th e  b r o k e r  h a s  p r o v i d e d  a n o t i c e  to t h e  i n s u r e d  to t h e  e f f e c t  t h a t  the 
i n s u r e r  is n o n a d m i t t e d ,  a n d  t h e r e  is no i n s o l v e n c y  p r o t e c t i o n  p r o v i d e d  
u n d e r  s t a t e  law. T h i s  is a n e w  a p p r o a c h .

S e c  2 1 . 3 4 . 1 2 0 .  P a g e  22, l i n e s  15-17.

T h i s  is s i m i l a r  t o  p r e s e n t  law. I p r o v i d e s  t.hat c o n t r a c t s  in th e  s u r p l u s  
l i n e B  m a r k e t  p l a c e  a r e  v a l i d  c o n t r a c t s .

S e c  2 1 . 3 4 . 1 3 0 .  P a g e  22. l i n e s  18-23.

S e c t i o n  p r o v i d e s  t h a t  p a y m e n t  to t h e  b r o k e r  is p a y m e n t  to t h e  i n s u r e r .

S e c  2 1 . 3 4 . 1 4 0 .  P a g e  22. l i n e s  2 4 - 2 9 .  all of p a g e  23. a n d  p a g e  24, l i n e s  
1-6.

T h i s  s e c t i o n  s e t s  f o r t h  th e l i c e n s i n g  s t a n d a r d s  a n d  r e q u i r e m e n t s  for a 
B'.'^niuB l i n e s  b r o k e r s  l ic e n s e .  T h e  r e q u i r e m e n t s  a r e  n o t  s u b s t a n t i a l l y  
d i f f e r e n t  t h a n  t h o s e  in c u r r e n t  law. T h e  b o n d  r e q u i r e m e n t  is h i g h e r .  T h i s  
p r o p o s a l  d o e s  p e r m i t  n o n r e s i d e n t  s u r p l u s  l i n e s  b r o k e r s  l i c e n s e e s .  <e) 
d o e s  p r o v i d e  a p e n a l t y  for l a t e  r e n e w a l  of 1 icenr.-e. T h e  l a n g u a g e  on  p a g e  
23. l i n e s  9 &< 10 s t a r t i n g  w i t h  t h e  w o r d  " e x c e p t " ,  s h o u l d  b e  r e m o v e d  a s  it 
p r o v i d e s  to o b r o a d  a g r a n d f a t h e r  right.

Se c  2 1 . 3 4 . 1 5 0 .  P a g e  24. l i n e s  9-1 4.

T h i s  s e c t i o n  c l a r i f i e s  t h e  s c o p e  of a s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  It 

a l l o w s  the s u r p l u s  l i n e s  b r o k e r  to a c c e p t  b U B i n e s B  fro m o t h e r  s u r p l u s  
l i n e s  b r o k e r s  a n d  o t h e r  b r o k e r s  b u t  n o t  f r om  a g e n t B .

S e c  2 J . 3 4 . 1 6 0 .  P a g e  24. l i n e s  1 5 - 2 9  & p a g e  25. l i n e s  1-13.

T h i s  je c t i o n  c l e a r l y  o u t l i n e s  t h e  k i n d s  of r e c o r d s  th at  m u s t  be  
m a i n t a i n e d  b y  a s u r p l u s  l i n e s  b r o k e r  a n d  t h a t  s u c h  r e c o r d s  m u s t  be



o p e n  for e x a m i n a t i o n  b y  t h e  d i r e c t o r .

S e c  2 1 . 3 4 . 1 7 0 .  P a g e  25. l i n e s  14-20.
T h i s  B e c t i o n  r e q u i r e s  a m o n t h l y  r e p o r t  of b u s i n e s s  p l a c e d  in t h e  s u l p l u s  
l i n e s  m a r k e t .

S e c  2 1 . 3 4 . 1 8 0 .  P a g e  25. l i n e s  2 1 - 2 9  p a g e  26. l i n e s  1-29.

T h i s  s e c t i o n  is s u b s t a n t i a l l y  t h e  s a m e  a s  c u r r e n t  law. T h e  p r e m i u m  t a x  is 
e s t a b l i s h e d  h e r e  a n d  t h e  d i r e c t o r  m a y  h a v e  th e t a x  c o l l e c t e d  b y  t he  
s u r p l u s  l i n e s  a s s o c i a t i o n .  T h e  d i r e c t o r  h a s  the a b i l i t y  to e s t a b l i s h  
a d e q u a t e  s a f e g u a r d s  to p r o t e c t  t h e  m o n i e s  c o l l e c t e d  in t h i s  f a s h i o n .

S e c  2 1 . 3 4 . 1 9 0 .  P a g e  27. l i n e B  1-5.
A f i l i n g  fee of 1% is established.. T h i B  is p r e s e n t l y  at 1/2%.

S e c  2 1 . 3 4 . 2 0 0 .  P a g e 2 7 .  l i n e s  6-23 .

T h i s  s e c t i o n  p r o v i d e s  for tw o  a l t e r n a t e  m e a n s  of ta x c o l l e c t i o n .  T h e  
f i r s t  is by t h e  d i r e c t o r  in t h e  u s u a l  m a n n e r .  T h e  s e c o n d  is by t h e  
s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n  o r d e r  by the d i r e c t o r  a f t e r  
e s t a b l i s h i n g  t h o s e  s a f e g u a r d s  d e e m e d  a p p r o p r i a t e .

S e c  2 1 . 3 4 . 2 1 0 .  P a g e  27. l i n e s  2 4 - j!9 k p a g e  28. l i n e s  1-18.
In t h e  c u r r e n t  law. th e  d i r e c t o r  h a s  d i s c r e t i o n a r y  s u s p e n s i o n  or 
r e v o c a t i o n  a u t h o r i t y .  T h e  r e s t r u c t u r i n g  f o u n d  in t h i s  s e c t i o n  is m o i e  

s p e c i f i c  a n d  l i s t s  t h o s e  fictions w h i c h  c a n  r e s u l t  in s u s p e n s i o n  or 
r e v o c a t i o n .

S e c  2 1 . 2 3 . 2 2 0 .  P a g e  28. l i n e s  1 9 - 2 9  & p a g e  29. l i n e  1.

T h i s  s e c t i o n  t i e s  i n t o  AS 2 1 . 3 3  for s e r v i c e  of p r o c e s s  o n  a n o n a d m i t t e d  
i n s u r e r  u s e d  t h r o u g h  t h e  s u r p l u s  l i n e s  m a r k e t .  T h e  p r e s e n c e  of a 
n o n a d m i t t e d  i n s u r e r  on a s u r p l u s  l i n e s  c o n t r a c t  a s s u m e s  t h a t  t he  i n s u r e r  
h a s  s u b j e c t e d  i t s e . f  to AS  21 . 3 4 .

sc 2 1 . 3 4 . 2 3 0 .  P a g e  23, l i n e s  2-9.

,ni s p e n a l t y  s e c t i o n  is an  u p g r a d e  fr om  th s p r e s e n t  
a n  a b i l i t y  to t a k e  a c t i o n  u n d e r  A S  2 1 . 3 3 . 3 2 0 - 3 3 0  in 
p r a c t i c e s  act.

S e c  2 1 . 3 4 . 2 4 0 .  P a g e  29. l i n e s  10-14. 
S e p a r a b i l i t y  s e c t i o n .

S e c  2 1 . 3 4 . 2 5 0 .  P a g e  29, l i n e s  15-17.

T h i s  s e c t i o n  e n a b l e s  th e d i r e c t o r  to p r o m u l g a t e  t h o s e  r e g u l a t i o n s  
n e c e s s a r y  to i m p l e m e n t ,  d e f i n e  a n d  e n f o r c e  th e p r o v i s i o n s  of t h i s  n e w  
c h a p t e r .

law. It a l s o  i n c l u d e s  

t h e  u n f a i r  t r a d e



S e c  2 1 . 3 4 , 9 0 0 .  P a g e  29. l i n e s  18-29. all of p a g e  30. h p a g e  31, l i n e s  
1-16.

T h e  d e f i n i t i o n s  h e r e  t a k e  t h e  s a m e  e x p l a n a t i o n  a s  t h o s e  in S e c  20. T h e r e  
a r e  a few a d d i t i o n a l  d e f i n i t i o n s  b u t  t h e s e  a r e  n o t  s u b s t a n t i v e l y  
d i f f e r e n t  t h a n  c u r r e n t  u s a g e  in t h e  i n s u r a n c e  code.

S e c  22. P a g e  31. l i n e s  17-21.

T h i s  a d d e d  s e c t i o n  in t h e  u n f a i r  t r a d e  p r a c t i c e s  a c t  m a k e s  it a n  u n f a i r  
t r a d e  p r a c t i c e  to fail to m a k e  t h e  r e q u i r e d  d i s c l o s u r e s  a n d  r e p o r t s .

S e c  23. P a g e  31. l i n e s  2 2 - 2 9  & p a g e  32, l i n e s  1-2.
T h i s  s e c t i o n  is i n t e n d e d  to g i v e  a d m i t t e d  i n s u r a n c e  c o m p a n i e s  t h e  a b i l i t y  
to c o m p e t e  w i t h  th e n o n a d m i t t e d  m a r k e t ,  h o w e v e r ,  s o m e  l a n g u a g e  w a s  
i n a d v e r t a n t l y  o m i t t e d .  O n  p a g e  31. l i n e  2 3  r e m o v e  " U n d e r  r e g u l a t i o n s  
w h i c h  the d i r e c t o r  C H E  3 s h a l l  a d o p t " .  O n  p a g e  31, l i n e  2 7  f o l l o w i n g  the  
w o r d  " u s e d "  a d d  the p h r a s e  "o r t h e  f i l i n g  a n d  a p p r o v a l  of w h i c h  a r e  in 
t h e  d i r e c t o r ’s o p i n i o n ,  n o t  d e s i r a b l e  o r  n e c e s s a r y  for t h e  p r o t e c t i o n  of 
th e  p u b l i c . "  O n  p a g e  31, l i n e  27, r e m o v e  the w o r d s  " a n d  r e g u l a t i o n s .”



S e c  24. P a g e  32. l i n e s  3 - 9

T h i s  s e c t i o n  t i e s  in w i t h  S e c  2 3  a n d  S e c  2 5  in a l l o w i n g  t he  a d m i t t e d  

m a r k e t  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t .  T h i s  is a c c o m p l i s h e d  by 
p r o v i d i n g  t h e s e  e x c e p t i o n s  in t h e  r a t e  law w h i c h  h a s  to d a t e  a c t e d  as  an  
i m p e d i m e n t  to t h a t  k i n d  of c o m p e t i t i o n .

S e c  25. P a g e  32. l i n e s  IT-15.

T h i s  s e c t i o n  t i e B  in w i t h  t h e  p r e v i o u s  two  s e c t i o n s .  It s p e c i f i e s  t h o s e  
c o n d i t i o n s  u n d e r  w h i c h  a n  a d m i t t e d  i n s u r e r  c a n  w o r k  o u t s i d e  of its 
f i l i n g s  m a d e  w i t h  t h e  d i r e c t o r .  T h i s  p r o v i d e s  t h e  a b i l i t y  to d i r e c t l y  
c o m p e t e  w i t h  t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is in th e  p u b l i c  i n t e r e s t  
s i n c e  m o s t  a d m i t t e d  m a r k e t  c o v e r a g e s  a r e  p r o t e c t e d  b y  t h e  g u a r a n t y  
a s s o c i a t i o n  act.

F i n a l l y ,  a s e c t i o n  h a s  b e e n  i n a d v e r t a n t l y  o m i t t e d .  It is t he  r e p e a l e r  
s e c t i o n .  T h a t  s e c t i o n  s h o u l d  read. "A S 2 1 . 3 3 . 0 1 5 .  A S  2 1 . 3 3 . 0 4 1 .  A S  
2 1 . 3 3 . 0 4 5 ( h ) .  A S  2 1 . 3 3 . 0 5 1 ,  a n d  A S  2 1 . 3 3 . 0 5 8 - 2 1 . 3 3 . 3 0 0  a r e  r e p e a l e d . "



MAY 22, 1984

TO: JOHN

FROM: KEN

RE: SB 470 RELATING TO INSURANCE

SPECIFICALLY, THIS BILL DEALS WITH SURPLUS LINES INSURANCE. 

THE LEGISLATION IS AN ALASKA VARIATION OF THE MODEL ACT 

DRAFTED FOR THIS PART OF THE INDUSTRY BY THE NATIONAL 

ASSOCIATION OF INSURANCE COMMISSIONERS. THE BILL WOULD 

AD A NEW SECTION TO TITLE 21 OF THE STATUTES WHICH WOULD

GOVERN SURPLUS LINE TRANSACTIONS IN THE STATE.............WITH

THAT , I WOULD ASK KEN MOORE, DIRECTOR OF THE DIVISION OF

INSURANCE TO COME FORWARD AMD OUTLINE THE LEGISLATION 

FOR THE COMMITTEE.
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P r o v i d e d  b y  D i v i s i o n  o f  I n s u r a n c e

C S S B 4 7 0  (L&C) S e c t i o n  by  S e c t i o n  A n a l y s i s .  3 / 1 5 / 8 4

T h i s  p r o p o s a l  u p g r a d e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  to c o m p o r t  w i t h  t h e  r e c e n t l y  a d o p t e d  

m o d e l s  of t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ( N A I C ) . 
C u r r e n t l y ,  t h e s e  t wo  acts, a l o n g  w i t h  a t hi rd,  t he U n a u t h o r i z e d  I n s u r e r s  
S e r v i c e  of P r o c e s s  A c t  a p p e a r  in A S  21 . 3 3 .

T h i s  p r o p o s a l  c o n t i n u e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  a n d  
t h e  U n a u t h o r i z e d  I n s u r e r s  S e r v i c e  of P r o c e s s  A c t  in A S  21 .3 3.  A c c e s s  to 
t h a t  m a r k e t  is m o r e  c l e a r l y  s t a t e d .  M o s t  of t h e  c h a n g e s  in A S  2 1 . 3 3  a r e  
n o t  s u b s t a n t i v e .  H o w e v e r  t h e  S u r p l u s  Liines I n s u r a n c e  A c t  h a s  b e e n  r e m o v e d  
f r o m  AS  2 1 . 3 3  a n d  p l a c e d  in a n e w  c h a p t e r .  A S  2 1 . 3 4 .  T h i s  c h a p t e r  m a k e s  
Borne s u b s t a n t i a l  r e v i s i o n s  w i t h  r e s p e c t  to h o w  a s u r p l u s  l i n e s  b u s i n e s s  
c a n  b e  c o n d u c t e d  in t h i s  s t a t e .  It will  g i v e  t h e  r e g u l a t o r  a c l e a r e r  
a b i l i t y  to d e a l  w i t h  the c o m p e t e n c e  of t h e  l i c e n s e e  a n d  p r o v i d e  m o r e  
m e a n i n g f u l  p r o t e c t i o n  for t h e  p u b l i c  t h r o u g h :
- c l a r i f i c a t i o n  of th e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  of t h e  l i c e n s e e ;
- h i g h e r  financ:',l r e q u i r e m e n t s  for t h e  n o n a d m i t t e d  i n s u r e r ;
- p e r m i s s i o n  to fo rm  a s u r p l u s  l i n e s  .' Fa oc i a t i o n  w i t h  a n  a c t i v e  r o l e  in 
r e g u l a t i n g  t h e  m a r k e t ;  and.
- a l l o w i n g  a d m i t t e d  m a r l e t s  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t s .

S e c t i o n  1. P a g e  1. l i n e s  8-17.
C u r r e n t  law p r o v i d e s  tha t w h e n  th e s t a t e  e x a m i n e s  an i n s u r a n c e  c o m p a n y ,  
t h e  i n s u r a n c e  c o m p a n y  p a y s  for t h a t  e x a m i n a t i o n .  A s u r p l u s  l i n e s  b r o k e r  
ie a l s o  s u b j e c t  to e x a m i n a t i o n  b u t  d o e s  n o t  p a y  for t h a t  e x a m i n a t i o n .  T h e  
p o s i t i o n  of t h e  s u r p l u s  l i n e s  b r o k e r  is in m a n y  r e s p e c t s  s i m i l a r  to an  
in su rer , p a r t i c u l a r l y  w h e n  th e b r o k e r  h a s  u t i l i z e d  a n  i n s u r e r  t h a t  is n o t  
a b l e  to m e e t  its o b l i g a t i o n s .  T h i s  s e c t i o n  p r o v i d e s  t h a t  th e s u r p l u s  
liness b r o k e r  m u s t  a l s o  meet, th e c o s t  of its e x a m i n a t i o n .

S e c t i o n  2. P a g e  1, l i n e s  I P -29 8< p a g e  2, l i n e s  1-7.
T h e  c h a n g e  h e r e  is on p a g e  1, l i n e s  2 4 - 2 5 .  T h i s  s e c t i o n  t i e s  in w i t h
S e c t i o n  1. It l i 3 t s  t h o s e  e n t i t i e s  s u b j e c t  to e x a m i n a t i o n  w i t h o u t  c h a r g e .

S e c t i o n  3. P a g e  2. l i n e s  8 - 2 9  & p a g e  3. l i n e B  1-3.

T h i s  r e w r i t e  of the  p u r p o s e  s e c t i o n  d o e s  n o t  c o n t a i n  s u b s t a n t i v e  c h a n g e s .  
It is f o r m a t t e d  in a m o r e  r e a d a b l e  f o rm  a n d  t h e  a p p l i c a t i o n  ol! th e 
c h a p t e r  to s u r p l u s  l i n e s  b r o k e r s  h a s  b e e n  d e l e t e d .

S e c t i o n  4. P a g e  3. l i n e s  4-24.

T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  e d i t o r i a l .  T h e  p h r a s e  " d o i n g  a n  i n s u r a n c e  
b u s i n e s s "  h a s  b e e n  c h a n g e d  to " t r a n s a c t i o n  of i n s u r a r ^ e " .  a n d  g e n d e r  
o r i e n t e d  r e f e r e n c e s  hav^j b e e n  c h a n g e d .

S e c t i o n  5. P a g e  3. l i n e s  2 5 - 2 9  & p a g e  4. l i n e s  1-13.

T h i s  s e c t i o n  c o n t a i n s  m o r e  of the s a m e  c h a n g e s  n o t e d  in S e c t i o n  4. No 
s u b s t a n t i v e  c h a n g e .



Sect'.on 6. P a g e  4. l i n e s  1 4 - 2 3  & p a g e  5t l i n e s  1-6.
T h e  c h a n g e s  in t h i s  s e c t i o n  re s i m i l a r  to t h o s e  in S e c t i o n  4. No 
s u b s t a n t i v e  c h a n g e s .

S e c t i o n  7. P a g e  5. l i n e s  9 - 2 9  p a g e  6. l i n e s  1-4.
T h e  d i f f e r e n c e  h e r e  is f o u n d  on  p a g e  6» l i n e s  2-4. It is p r i m a r i l y  a 
c l a r i f i c a t i o n .  No s u b s t a n t i v e  c h a n g e .

S e c t i o n  8. P a g e  6. l i n e s  5- 1 3.
C h a n g e s  s i m i l a r  to t h o s e  in S e c t i o n  4.

S e c t i o n  9. P a g e  6. l i n e s  14-26.
T h e  o d e  c h a n g e  in t h i s  s e c t i o n  is th e  i n s e r t i o n  of the w o r d  
" n o n a d m i  t t e d ’’ on  l i n e  16. T h i s  h a s  b e e n  d o n e  in s e v e r a l  of th e e a r l i e r  
s e c t i o n s  w i t h o u t  c o m m e n t .  It is a c l a r i f i c a t i o n ,  a n d  o n d  th at  is d e f i n e d  
in t h e  d e f i n i t i o n  s e c t i o n  o n  p a g e  12. l i n e s  15-18. P r e v i o u s l y  th e  u o r d s  
" i n s u r e r 1', " n o n a d m i t t e d  i n s u r e r " ,  and. " u n a u t h o r i z e d  i n s u r e r "  h a v e  b e e n  
U B e d  s y n o n y m o u s l y .  T h a t  is i n c o n s i s t e n t  a n d  h a s  led to s o m e  c o n f u s i o n .  
T h i s  c h a n g e  s h o u l d  c l e a r  u p  t h a t  s i t u a t i o n .

S e c t i o n  10. P a g e  6. l i n e s  2 7 - 2 9  & p a g e  7. l i n e s  1-29.
T h i s  s e c t i o n  is a cc?nsol ielation of s e v e r a l  o t h e r  s e c t i o n s ,  (a) r e p l a c e s  
AS 2 1 . 3 3 . 0 1 5  w i t h  no  s u b s t a n t i v e  d i f f e r e n c e ,  (b) r e p l a c e s  A S  2 1 . 3 3 . 0 7 5  
w i t h  s o m e  o n A ft in an  i n d i v i d u a l s  a b i l i t y  to e n t e r  a n d  us e  the 

n o n a d m i t t e d  m a r k e t  pl a c e .  T h i s  a b i l i t y  is b r o a d e n e d  in t h i s ' b i l l  by 
r e m o v i n g  t h e  s p e c i f i c  d e s c r i p t i o n  of an  i n d u s t r i a l  i n s u r e d  f o u n d  in AS  
2 1 . 3 3 . 0 7 5 ( 9 ) .  (c> r e p l a c e s  the c o m b i n a t i o n  of AS  2 1 . 3 3 . 0 1 5  a n d  AS
2 1 . 3 3 . 0 7 5 ( 6 )  w i t h  no s u b s t a n t i v e  d i f f e r e n c e ,  (d) r e p l a c e s  A S  2 1 . 3 3 . 0 4 1  
w i t h  no s u b s t a n t i v e  d i f f e r e n c e .

S e c t i o n  11. P a g e  8. l i n e s  1-24.
T h i s  is a n e w  s e c t i o n  a n d  it l i m i t s  a n o n a d m i t t e d  i n s u r e r s  a c c e s s  to 
A l a s k a  c o u r t s .  T h i s  is a s  to t h o s e  n o t  p l a c e d  t h r o u g h  a s u r p l u s  l i n e s  
b r o k e r  in A S  21 .3 4.  It c l a r i f i e s  the s t a n d i n g  of t h o s e  i n s u r e r s .

S e c t i o n  12. P a g e  8. l i n e s  2 5 - 2 9  Si p a g e  9. l i n e s  1-6.
T h i s  is th e s a m e  k i n d  of c h a n g e  n o t e d  in S e c t i o n  9. O n e  a d d i t i o n a l  c h a n g e  
is that  a c c e s s  by the d i r e c t o r  to an i n s u r e d s  p u r c h a s e s  in the a d m i t t e d  
or a u t h o r i z e d  m a r k e t  h a s  b e e n  re mo v e d .  T h i s  a b i l i t y  to a c c e s s  a d m i t t e d  
p u r c h a s e s  is p r o b a b l y  u n r e a s o n a b l e  w h e n  p l a c e d  on the in su red . P r e s u m a b l y  
a c c e s s  to t h e s e  r e c o r d s  t h r o u g h  o t h e r  s o u r c e s  is s u f f i c i e n t .

S e c t i o n  13. P a g e  9. l i ne s  7-13.

T h i s  s e c t i o n  r e i n f o r c e s  the  a b i l i t y  of t he  d i r e c t o r  to o b t a i n  r e c o r d s  a n d  
i n f o r m a t i o n  u n d e r  t h i 3  s e c t i o n .  T h i s  is a c c o m p l i s h e d  by a l l o w i n g  the 

d i r e c t o r  to a p p l y  for a c o u r t  o r d e r  to c o m p e l  p r o d u c t i o n  of r e c o r d s  a n d  
i n f o r m a t i o n .



SectioTi 14. P a g e  9. l i n e s  1 4 - 2 9  & p a g e  10. l i n e s  1-10.
" U n a u t h o r i z e d "  h a s  b e e n  c h a n g e d  to " n o n a d m i t t e d "  aB  n o t e d  in s e c t i o n  9.
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  r e v i s e d  s o  t h a t  it is m o r e  r e a d i l y  
c a l c u l a b l e .  T h i s  p e n a l t y  wil l g e n e r a l l y  be s t i f f e r  t h a n  i" at no u p r o v i d e d .

S e c t i o n  15. P a g e  10. l i n e s  11-26.
M o r e  e d i t o r i a l  c h a n g e s  l i k e  t h o s e  in s e c t i o n  9. S i n c e  t he  s u r p l u s  l i n e s  
law h a s  b e e n  r e m o v e d  f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in AS  21 . 3 4 .  that  r e f e r e n c e  
h a s  b e a n  n o t e d .  T h e  t i m e  for r e p o r t i n g  h a s  b e e n  s h o r t e n e d  from 60 d a y s  to 
3 0  days.

S e c t i o n  16. P a g e  10. I i n e 3  2 7 - 2 9  &< p a g e  11. l i n e s  1-6. 
S a m e  e d i t o r i a l  c h a n g e  n o t e d  in s e c t i o n  9.

S e c t i o n  17. P a g e  11. l i n e s  7-15.
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  u p g r a d e d  in the s a m e  f a s h i o n  as s e c t i o n  14.

I

S e c t i o n  18. P a g e  11. l i n e s  16-21.
T h i s  s e c t i o n  iB i n t e n d e d  to a v o i d  a n y  p o t e n t i a l  c o n f l i c t  u i t h  n e u  
s e c t i o n s  A S  2 1 . 3 3 . 0 3 7  a n d  AS 2 1 . 3 3 . 0 4 2 .

S e c t i o n  19. P a g e  11. l i n e s  2 2 - 2 9  & p a g e  12. l i n e s  1-4.
T h i s  s e c t i o n  u p g r a d e s  the  p e n a l t y  s e c t i o n  by i n c r e a s i n g  the pe r v i o l a t i o n  
p e n a l t y  f r o m  $ 5 0 0  for th e f i r 3 t  o f f e n s e  to $ 1 , 0 0 0  a n d  by i n c r e a s i n g  t he  
s e c o n d  o f f e n s e  p e n a l t y  from $ 5 0 0  to $ 2 . 0 0 0 .  A n e u  p e n a l t y  is a l s o  
s t r u c t u r e d  for s l l o u i n g  a v i o l a t i o n  to c o n t i n u e  u n c o r r e c t e d  in the a m o u n t  
of $ 1 , 0 0 0  for e a c h  m o n t h  of c o n t i n u a t i o n .

S e c t i o n  20. P a g e  12. l i n e s  5 - 2 9  & p a g e  13. l i n e s  1-25.
T h i s  d e f i n i t i o n  s e c t i o n  is neu. T h e r e  is n o t h i n g  r e p r e s e n t i n g  a 

s u b s t a n t i v e  d i f f e r e n c e  fro m c u r r e n t  lau e x c e p t  in ( 9 ) (A) u h e r e  v e s s e l s  of 
5 0  d i s p l a c e m e n t  t o n s  or l e s s  a r e  not i n c l u d e d  in th e d e f i n i t i o n  of m a r i n e  
a n d  a r e  t h e r e f o r  i n c l u d e d  in th e r e q u i r e m e n t s  of t h i s  p r o p o s e d  lau.

S e c t i o n  21. P a g e  13. I i n e 3  2 6 -2 9,  all of p a g e s  14-30, & p a g e  31, l i n e s  
1-16.

T h i s  s e c t i o n  a d d s  a n e u  c h a p t e r  to the i n s u r a n c e  c o d e  d e a l i n g  u i t h  
B u r p l u s  l i n e s  i n s u r a n c e .  T h i s  c h a p t e r  h a s  e s s e n t i a l l y  b e e n  r e m o v e d  f r o m  
AS 2 1 . 3 3 .  A n u m b e r  of c h a n g e s  h a v e  b e e n  m a d e  to p r o v i d e  for a s t r o n g e r  
r e g u l a t i o n  of t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is a c c o m p l i s h e d  by 
s t r e n g t h e n i n g  t he  f i n a n c i a l  r e q u i r e m e n t s  of a c o m p a n y  in t h a t  m a r k e t  

b e f o r e  it c a n  be u s e d  in t h i s  s t a t e .  T h e  lin e of r e s p o n s i b i l i t y  for the 
s u r p l u s  l i n e s  b r o k e r  is c l a r i f i e d .  T h e  bill p e r m i t s  the c r e a t i o n  of a 
a M ' p l u s  l i n e s  a s s o c i a t i o n  t h a t  c a n  h & v a  a s u b s t a n t i a l  s e l f - r e g u l a t o r y  
r o l e  u h i c h  h a s  e x p e r i e n c e d  s u b s t a n t i a l  b u c o s b  in C a l i f o r n i a  a n d  in 
W a s h i n g t o n .  T h i 3  u o u l d  a l l o u  the d i v i s i o n  to m o r e  e f f e c t i v e l y  u s e  i ts  
r e s o u r c e s  to a v o i d  p r o b l e m s  for p e r s o n s  i n s u r e d  in t h a t  m a r k e t .



•

Sec 2 1 . 3 4 . 0 1 0 .  P a g e  13* l i n e s  2 8 - 2 9  & p a g e  14. l i n e s  1-14. 
T h i s  is t he  p u r p o s e  s e c t i o n  for the n e w  c h a p t e r

Se c  2 1 . 3 4 . 0 2 0 .  P a g e  14, l i n e s  1 5 - 2 3

T h i s  s e c t i o n  c o n d i t i o n s  w h a t  c a n  be p l a c e d  in t h e  n o n a d m i t t e d  m a r k e t .  
T h e r e  13 no s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law.

S e c  2 1 . 3 4 . 0 3 0 .  P a g e  14, l i n e s  2 4 - 2 9  & p a g e  15. l i n e s  1-12.
* ■* s s e c t i o n  p e r m i t s  w o r k e r s  c o m p e n s a t i o n  to b e  w r i t t e n  in th e s u r p l u s  
'• as m a r k e t  p r o v i d e d  t h e  d i r e c t o r  f i n d s  it to b e  in t he  p u b l i c  i n t e r e s t .  

V : is s u b s t a n t i a l l y  t h e  s a m s  a s  c u r r e n t  law e x c e p t  t h a t  t h i s  p r o p o s a l  h a s
incial r e q u i r e m e n t s  th at  a r e  h i g h e r  t h a n  o t h e r  p l a c e m e n t s  in t h a t  

> r • ket.

S e c  2 1 . 3 4 . 0 4 0 .  P a g e  15. l i n e s  1 3 - 2 9  & p a g e  IP. l i n e s  1-29.
T h i 3  s e c t i o n  s u b s t a n t i a l l y  i n c r e a s e s  t h e  m i n i m u m  c a p i t a l  a n d  s u r p l u s  
r e q u i r e m e n t s  u s e d  in the s u r p l u s  l i n e s  m a r k e t .  It a l s o  r e c o g n i z e s  
d i s t i n c t i o n s  a m o n g  i n s u r e r s .  L l o y d s  t y p e  o r g a n i z a t i o n s ,  an  i n s u r a n c e  
e x c h a n g e s .

S e c  2 1 . 3 4 . 0 5 0 .  P a g e  17, l i n e 3  1-9.
T h i s  s e c t i o n  is a n e u  p r o v i s i o n  w h i c h  s u b s t a n t i a l l y  t r a c k s  curren,. 
p r a c t i c e .  It p r o v i d e s  for th e l i s t i n g  of e l i g i b l e  s u r p l u s  l i n e s  i n s u r e r s .  
It a l s o  p e r m i t s  th e s u r p l u s  l i n e s  a s s o c i a t i o n  to p e r f o r m  tha t t a s k  w h e n  
a p p r o v e d  b y  t h e  d i r e c t o r .

Se c  2 1 . 3 4 . 0 6 0 .  P a g e  17, l i n e s  10-23.
T h i s  s e c t i o n  r e q u i r e s  that  w h e n  a p o l i c y  is w r i t t e n  by m o r e  t h a n  o n e  
i n s u r e r  a n d  o n e  or m o r e  of t h o s e  i n s u r e r s  a r e  n o t  e l i g i b l e ,  t he  i n s u r e d  
m u 3 t  be n o t i f i e d .  T h i s  p r e v e n t s  a p r a c t i c e  w h e r e  s o m e  b r o k e r s  c o n c e a l  t he  
fact th at  t h e r e  a r e  i n e l i g i b l e  i n s u r e r s  o n  a risk. O n e  u a y  th at  t h i s  is 
d o n e  i3 to li Bt  th e i n s u r e r s  a s  " u n d e r w r i t e r s  a t  L l o y d ’s a n d  o t h e r  
c o m p a n i e s . "  T h e  d i v i s i o n  d o e s  not  a c c e p t  t h i s  p r a c t i c e  now, b u t  xe n o t  
c e r t a i n  th at  e v e n  in t h o s e  c a s e s  w h e r e  w e  c o r r e c t  it, th e  i n s u r e d  is 
a d e q u a t e l y  i n f o r m e d .  A l i t t l e  i n f o r m a t i o n  at t h i s  s t a g e  c a n  p r e v e n t  a lot 
of p r o b l e m s  later.

S e c  2 1 . 3 4 . 0 7 0 .  P a g e  17. l i n e s  2 4 - 2 9  & p a g e  18. l i n e s  1-11.
T h i s  s e c t i o n  e s t a b l i s h e s  a p r o c e d u r e  for r e m o v i n g  an  i n s u r e r  f r o m  t h e  
e l i g i b l e  list  a n d  s e t s  f o rt h a n o t i c e  r e q u i r e m e n t  to all l i c e n s e e s .

S e c  2 1 . 3 4 . 0 6 0 .  P a r e  18. l i ne s 12-29.

T h i s  s e c t i o n  is '•.milar to an e x i s t i n g  r e q u i r e m e n t  to f i le  a f f i d a v i t s  of 
c o v e r a g e .  It ad as a r e q u i r e m e n t  on th e s u r p l u s  l i n e s  b r o k e r  to p r o v i d e  

e v i d e n c e  of i n s u r a n c e  to a n  i n s u r e d  w i t h i n  3 0  d a y s  of p l a c e m e n t  of t h e  
c o v e r a g e .  It a l s o  p r o v i d e s  that t t n s e  f i l i n g  r e q u i r e m e n t s  m a y  be 
t r a n s f e r r e d  to the s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n  o r d e r  by the 
di rector.



S e c  2 1 . 3 4 . 0 9 0 .  P a g e  19, l i n e s  1-29  S< p a g e  20, l i n e s  1-15.

T h i s  s e c t i o n  p e r m i t s  t h e  f o r m a t i o n  of a s u r p l u s  l i n e s  a s s o c i a t i o n  a n d  
s e t s  f o r th  t h e  p o u e r s  a n d  p u r p o s e s  for w h i c h  it m a y  b e  formed, Jt 

e s t a b l i s h e s  th e  r e q u i r e m e n t s  for its f o r m a t i o n  a n d  m a k e s  it s u b j e c t  to 
e x a m i n a t i o n  by  t h e  d i r e c t o r .  It p r o v i d e s  t h a t  t h e  d i r e c t o r  m a y  r e q u i r e  
m e n b e r s h i p  in t h e  a s s o c i a t i o n  a s  a c o n d i t i o n  of l i c e n s u r e  in t h i s  s t a t e .

Se c  2 1 . 3 4 . 1 0 0 .  P a g e  20, l i n e s  16-29, all of p a g e  21, & p a g e  22, l i n e  1. 
T h i s  s e c t i o n  d e s c r i b e s  t h e  e v i d e n c e  of i n s u r a n c e  w h i c h  a s u r p l u s  l i n e s  
b r o k e r  m u s t  p r o v i d e  for a n  in su r e d .  T h e  b a s i c  i d e a  is to r e q u i r e  a full 
d i s c l o s u r e  of th e  f a c t s  r e l a t i n g  to a p l a c e m e n t  in the  n o n a d m i t t e d  
m a r k e t .  T h i s  a l s o  a p p l i e s  to c h a n g e s  m a d e  in c o v e r a g e .  T h e  b r o k e r  is 
r e q u i r e d  to m a i n t a i n  a full c o p y  of all d o c u m e n t s  p e r t i n e n t  to the 
i n s u r a n c e  t r a n s a c t i o n .  A w a r n i n g  is r e q u i r e d  to a p p r i s e  the i n s u r e d  t h a t  
a p o l i c y  p l a c e d  in th e  n o n a d m i t t e d  m a r k e t  is n o t  c o v e r e d  b y  th e A l a s k a  
I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  Act.

S e c  2 1 . 3 4 . 1 1 0 .  P a g e  22, l i n e s  2-13.
T h i s  s e c t i o n  p r o v i d e s  t h a t  th e  i n s u r e d  h a s  n o  l i a b i l i t y  for p r e m i u m  u n ti l 
th e  b r o k e r  h a s  p r o v i d e d  a n o t i c e  to th e i n s u r e d  to th e e f f e c t  t h a t  t h e  
i n s u r e r  is n o n a d m i t t e d ,  a n d  t h e r e  is no i n s o l v e n c y  p r o t e c t i o n  p r o v i d e d  
u n d e r  s t a t e  law. T h i s  is a n e w  a p p r o a c h .

S e c  2 1 . 3 4 . 1 2 0 .  P a g e  22, l i n e s  14-16.
T h i 3  is s i m i l a r  to p r e s e n t  law. I p r o v i d e s  t h a t  c o n t r a c t s  in t he  s u r p l u s  
l i n e s  m a r k e t  p l a c e  a r e  v a l i d  c o n t r a c t s .

S e c  2 1 . 3 4 . 1 3 0 .  P a g e  22. l i n e s  17-22.
S e c t i o n  p r o v i d e s  th3 t p a y m e n t  to the b r o k e r  is p a y m e n t  to the i n s u r e r .

S e c  2 1 . 3 4 . 1 4 0 .  P a g e  22, l i n e s  23 -2 9.  all of p a g e  23, a n d  p a g e  24, l i n e s  
1-6.

T h i s  s e c t i o n  s e t 3  f o r t h  the l i c e n s i n g  s t a n d a r d s  a n d  r e q u i r e m e n t s  for a 
s u r p l u s  l i n e s  b r o k e r s  li c e n s e .  T h e  r e q u i r e m e n t s  a r e  r.wt s u b s t a n t i a l l y  
d i f f e r e n t  t h a n  t h o s e  in c u r r e n t  lau. T h e  b o n d  r e q u i r e m e n t  is h i g h e r .  T h i s  
p r o p o s a l  d o e s  p e r m i t  n o n r e s i d e n t  s u r p l u s  l i n e s  b r o k e r s  l i c e n s e e s ,  (e) 
d o e s  p r o v i d e  a p e n a l t y  for l a t e  r e n e w a l  of l i c en se .

S e c  2 1 . 3 4 . 1 5 0 .  P a g e  24, l i n e s  7-12.
T h i s  s e c t i o n  c l a r i f i e s  the s c o p e  of a s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  It 
a l l o w s  uhe s u r p l u s  l i n e s  b r o k e r  to a c c e p t  b u s i n e s s  fro m o t h e r  s u r p l u s  
l i n e s  b r o k e r s  a n d  o t h e r  b r o k e r s  b u t  n o t  fro m a g e n t s .

S e c  2 1 . 3 4 . 1 6 0 .  P a g e  24. l i n e s  1 3 - 2 9  & p a g e  25. l i n e s  1-11.
T h i B  s e c t i o n  c l e a r l y  o u t l i n e s  thG' k i n d s  of r e c o r d s  th at m u s t  be 

m a i n t a i n e d  by a s u r p l u s  l i n o s  b r o k e r  a n d  that  s u c h  r e c o r d s  m u s t  be o p e n  
for e x a m i n a t i o n  by the  d i r e c t o r .
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S e c  2 1 . 3 4 . 1 7 0 .  P a g e  25. l i n e s  12-18.

T h i s  s e c t i o n  r e q u i r e s  a m o n t h l y  r e p o r t  of b u s i n e s s  p l a c e d  in th e s u l p l u s  
l i n e s  m a r k e t .

S e c  2 1 . 3 4 . 1 8 0 .  P a g e  25. l i n e s  1 9 - 2 9  & p a g e  26. l i n e s  1-27.
T h i 3  s e c t i o n  is s u b s t a n t i a l l y  t h e  s a m e  a s  c u r r e n t  lau,. T h e  p r e m i u m  ta x  is 
e s t a b l i s h e d  h e r e  a n d  t h e  d i r e c t o r  m a y  h a v e  the t a x  c o l l e c t e d  by  the 
s u r p l u s  l i n e s  a s s o c i a t i o n .  T h e  d i r e c t o r  h a s  t h e  a b i l i t y  to e s t a b l i s h  * 
a d e q u a t e  s a f e g u a r d s  to p r o t e c t  the m o n i e s  c o l l e c t e d  in t h i s  f a s h i o n .

S e c  2 1 . 3 4 . 1 9 0 .  P a g e  26. l i n e s  2 8 - 2 9  & p a g e  27. l i n e s  1-3.
A f i l i n g  f ee  of 1% is e s t a b l i s h e d .  T h i s  is p r e s e n t l y  at 1/2%.

S e c  2 1 . 3 4 . 2 0 0 .  P a g e 2 7 .  l i n e s  4-21 .

T h i s  s e c t i o n  p r o v i d e s  for tuo a l t e r n a t e  m e a n s  of t a x  c o l l e c t i o n .  T h e  
f i r s t  is b y  t h e  d i r e c t o r  in t he usu al  m a n n e r .  T h e  s e c o n d  is by  th e 
s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  a n  o r d e r  b y th e d i r e c t o r  a f t e r  
e s t a b l i s h i n g  t h o s e  s a f e g u a r d s  d e e m e d  a p p r o p r i a t e .

S e c  2 1 . 3 4 . 2 1 0 .  P a g e  27. l i n e s  2 2 - 2 9  it p a g e  28. l i n e s  1-16.
In th e  c u r r e n t  lau. t h e  d i r e c t o r  h a s  d i s c r e t i o n a r y  s u s p e n s i o n  or 
r e v o c a t i o n  a u t h o r i t y .  T h e  r e s t r u c t u r i n g  f o u n d  in t h i s  s e c t i o n  is m o r e  
s p e c i f i c  a n d  l i s t s  t h o s e  a c t i o n s  u h i c h  c a n  r e s u l t  in s u s p e n s i o n  or 
r e v o c a t i o n .  w

S e c  2 1 . 2 3 . 2 2 0 .  P a g e  28. l i n e s  17-23.

T h i s  s e c t i o n  t i e s  in to  AS  2 1 . 3 3  for s e r v i c e  of p r o c e s s  on a n o n a d m i t t e d  
i n s u r e r  u s e d  t h r o u g h  the s u r p l u s  l i n e s  m a r k e t .  T h e  p r e s e n c e  of a 
n o n a d m i t t e d  i n s u r e r  on  a s u r p l u s  l i n e s  c o n t r a c t  a s s u m e s  t h a t  t h e  i n s u r e r  
h a s  s u b j e c t e d  i t s e l f  to A S  21 .34 .

S e c  2 1 . 3 4 . 2 3 0 .  P a g e  28. l i n e  29  it p a g e  29. l i n e s  1-7.

T h i s  p e n a l t y  s e c t i o n  is a n  u p g r a d e  from  the present, lau. It a l s o  i n c l u d e s  
a n  a b i l i t y  to t a k e  a c t i o n  u n d e r  A S  2 1 . 3 3 . 3 2 0 - 3 3 0  i,i t h e  u n f a i r  t r a d e  
p r a c t i c e s  act.

Se c  2 1 . 3 4 . 2 4 0 .  P a g e  29. l i n e s  8-12.
S e p a r a b i l i t y  s e c t i o n .

S e c  2 1 . 3 4 . 2 5 0 .  P a g e  29. l i n e s  13-14.

T h i s  s e c t i o n  e n a b l e s  the d i r e c t o r  to p r o m u l g a t e  t h o s e  r e g u l a t i o n s  

n e c e s s a r y  to i m p l e m e n t ,  d e f i n e  a n d  e n f o r c e  the p r o v i s i o n s  of thi s n e u  
c h a p t e r .

S e c  2 1 . 3 4 . 9 0 0 .  P a g e  29. l i n e s  15-28. all of p a g e  30. It p a g e  31, l i n e s  
1-14.



T h e  d e f i n i t i o n s  h e r e  t a k e  t h e  s a m e  e x p l a n a t i o n  a s  t h o s e  in S e c  20. T h e r e  
a r e  a feu a d d i t i o n a l  d e f i n i t i o n s  b u t  t h e s e  a r e  n o t  s u b s t a n t i v e l y  
d i f f e r e n t  t h a n  c u r r e n t  u s a g e  in the i n s u i a n c e  code.

S e c  22. P a g e  31* l i n e s  15-19.

T h i s  a d d e d  s e c t i o n  in th e u n f a i r  t r a d e  p r a c t i c e s  a c t  m a k e s  it an u n f a i r  
t r a d e  p r a c t i c e  to fail to m a k e  the r e q u i r e d  d i s c l o s u r e s  a n d  re po rt s.
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S e c  23. P a g e  31. l i n e s  2 0 - 2 9  k p a g e  3 2 l i n e s  1-2.

T h i 3  s e c t i o n  g i v e s  a d m i t t e d  i n s u r a n c e  c o m p a n i e s  th e  a b i l i t y  to c o m p e t e  
w i t h  t he  n o n a d m i t t e d  m a r k e t .  It t i e s  in w i t h  s e c t i o n s  24 & 25.

S e c  24. P a g e  32. l i n e s  3 9

T h i s  s e c t i o n  t i e s  in w i t h  S e c  2 3  a n d  S e c  2 5  in a l l o w i n g  the a d m i t t e d  
m a r k e t  to c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t .  T h i s  is a c c o m p l i s h e d  by 
p r o v i d i n g  t h e s e  e x c e p t i o n s  in th e  r a t e  lau w h i c h  h a s  to d a t e  a c t e d  a s  an  
i m p e d i m e n t  to t h a t  k i n d  of c o m p e t i t i o n .

S e c  25. P a g e  32. l i n e s  10-15.

T h i 3  s e c t i o n  t i e s  in w i t h  t h e  p r e v i o u s  two s e c t i o n s .  It s p e c i f i e s  t h o s e  
c o n d i t i o n s  u n d e r  w h i c h  a n  a d m i t t e d  i n s u r e r  c a n  w o r k  o u t 3 i d e  of its 
f i l i n g s  m a d e  u i t h  the d i r e c t o r .  T h i s  p r o v i d e s  t h e  a b i l i t y  to d i r e c t l y  
c o m p e t e  w i t h  th e s u r p l u s  l i n e s  m a r k e t .  T h i s  is in the p u b l i c  i n t e r e s t  
s i n c e  m o s t  a d m i t t e d  m a r k e t  c o v e r a g e s  a r e - p r o t e c t e d  by t he  g u a r a n t y  
a s s o c i a t i o n  act.

S e c  21). P a g e  32. l i n e s  16-17.
T h i s  s e c t i o n  r e p e a l s  t h o s e  s e c t i o n s  in A S  2 1 . 3 3  w h i c h  a r e  no l o n g e r  
n e e d e d  or h a v e  b e e n  r e p l a c e d  in the n e u  c h a p t e r  in s e c t i o n  21.
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T h i s  p r o p o s a l  u p g r a d e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  and 
t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  t o  c o m p o r t  w i t h  t h e  r e c e n t l y  a d o p t e d  
m o d e l s  of t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s  ( N A I C ) . 
C u r r e n t l y ,  t h e s e  t w o  a c ts , a l o n g  w i t h  a t h i r d ,  t h e  U n a u t h o r i z e d  I n s u r e r s  
S e r v i c e  of P r o c e s s  A c t  a p p e a r  in A S  2 1 . 3 3 .

T h i s  p r o p o s a l  c o n t i n u e s  t h e  U n a u t h o r i z e d  ( n o n a d m i t t e d )  I n s u r e r s  A c t  an d 
t h e  Ur a u t h o r i z e d  I n s u r e r s  S e r v i c e  of P r o c e s s  A c t  in A S  2 1 . 3 3 .  A c c e s s  to  
t h a t  mari.'t is m o r e  c l e a r l y  s t a t e d .  M o s t  of t h e  c h a n g e s  in A S  2 1 . 3 3  a r e  
n o t  s u b s t a  itive. H o w e v e r  t h e  S u r p l u s  L i n e s  I n s u r a n c e  A c t  h a s  b e e n  r e m o v e d  
f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in a n e w  c h a p t e r , A S  2 1 . 3 4 .  T h i s  c h a p t e r  m a k e s  
s o m e  s u b s t a n t i a l  r e v i s i o n s  w i t h  r e s p e c t  t o  h o w  a s u r p l u s  l i n e s  b u s i n e s s  
c a n  b e  c o n d u c t e d  in t h i s  s t a t e .  It w i l l  giv/e t h e  r e g u l a t o r  a c l e a r e r  
a b i l i t y  t o  d e a l  w i t h  t h e  c o m p e t e n c e  of t h e  l i c e n s e e  d m d  p r o v i d e  m o r e  
m e a n i n g f u l  p r o t e c t i o n  for t h e  p u b l i c  t h r o u g h :
- c l a r i f i c a t i o n  of t h e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  of t h e  l i c e n s e e ;
- h i g h e r  f i n a n c i a l  r e q u i r e m e n t s  for t h e  n o n a d m i t t e d  i n s u r e r ;
- p e r m i s s i o n  to  fo rm  a s u r p l u s  l i n e s  a s s o c i a t i o n  w i t h  an a c t i v e  r o l e  in 
r e g u l a t i n g  t h e  m a r k e t ;  and,
- a l l o w i n g  a d m i t t e d  m a r k e t s  t o  c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t s .

S e c t i o n  1. P a g e  1, l i n e s  8-1 7.
C u r r e n t  law p r o v i d e s  t h a t  w h e n  t h e  s t a t e  e x a m i n e s  an i n s u r a n c e  c o m p a n y ,  
t h e  i n s u r a n c e  c o m p a n y  p a y s  for t h a t  e x a m i n a t i o n .  A s u r p l u s  l i n e s  b r o k e r  
is a l s o  s u b j e c t  t o  e x a m i n a t i o n ,  b u t  d o e s  n o t  p a y  for t h a t  e x a m i n a t i o n .  T h e  
p o s i t i o n  of t h e  s u r p l u s  l i n e s  b r o k e r  is in m a n y  r e s p e c t s  s i m i l a r  to" an 
i n s u r e r ,  p a r t i c u l a r l y  w h e n  t h e  b r o k e r  h a s - u t i l i z e d  an i n s u r e r  t h a t  is n o t  
a b l e  t o  m e e t  its- o b 1 i g a t i o n s .  T h i s  s e c t i o n  p r o v i d e s  t h a t  t h e  surp lu s-  
l i n e s  b r o k e r  m u s t  a l s o  m e e t  t h e  c o s t  of its e x a m i n a t i o n .

Sect ion Cm. m P a g e
Th-'> c h a n ge h e r e
Se.: v ; on i It li

P a g e  1, l i n e s  1 8 - 2 9  ?< p a g e  2, l i n e s  1-7.
h e r e  is on  p a g e  1, l i n e s  2 4 - 2 5 .  T h i s  s e c t i o n  t i es  in w i t h  
It l i s t s  t h o s e  e n t i t i e s  s u b j e c t  to  e x a m i n a t i o n  w i t h o u t  c h a r g e .

S e c t i o n  3. P a g e  2, l i n e s  8 - 2 9  S< p a g e  3, l i n e s  1-3.
T h i s  r e w r i t e  of t h e  p u r p o s e  s e c t i o n  d o e s  n o t  c o n t a i n  s u b s t a n t i v e  c h a n g e s .  
It is f o r m a t t e d  in a m o r e  r e a d a b l e  fo rm  a n d  t h e  a p p l i c a t i o n  of t h e  
c h a p t e r  t o  s u r p l u s  l i n e s  b r o k e r s  h a s  b e e n  deleteo'.

S e c t i o n  4. P a g e  3, l i n e s  4-2 4.
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  e d i t o r i a l .  T h e  p h r a s e  " d o i n g  an i n s u r a n c e  
b u s i n e s s "  h a s  b e e n  c h a n g e d  t o  " t r a n s a c t i o n  of -insurance", a n d  g e n d e r  
o r i e n t e d  r e f e r e n c e s  h a v e  b e e n  c h a n g e d .

S e c t i o n  5. P a g e  3, l i n e s  2 5 - 2 9  &  p a g e  4, l i n e s  1-13.
T h i s  s e c t i o n  c o n t a i n s  m o r e  of t h e  s a m e  c h a n g e s  n o t e d  in S e c t i o n  4. No  
s u b s t a n t i v e  c h a n g e .
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S e c t i o n  6. P a g e  4, l i n e s  1 4 - 2 9  S< p a g e  5, l i n e s  .1-8. .
T h e  c h a n g e s  in t h i s  s e c t i o n  a r e  s i m i l a r  t o  t h o s e  in Sec-tion 4. N o  

s u b s t a n t i v e  c h a n g e s .

S e c t i o n  7. P a g e  5, l i n e s  9 - 2 9  & p a g e  6, l i n e s  1-4.
T h e  d i f f e r e n c e  h e r e  is f o u n d  on p a g e  6, l i n e s  2-4. It is p r i m a r i l y  a 

c l a r i f i c a t i o n .  N o  s u b s t a n t i v e  c h a n g e .

S e c t i o n  8. P a g e  6, l i n e s  5-13.
C h a n g e s  s i m i l a r  t o  t h o s e  in S e c t i o n  4.

S e c t i o n  9. P a g e  6, l i n e s  14-26.
T h e  s o l e  c h a n g e  in t h i s  s e c t i o n  is t h e  i n s e r t i o n  of t h e  w o r d
" n o n a d m i t t e d "  on l i n e  16. T h i s  ‘h a s  b e e n  d o n e  in s e v e r a l  ‘of t h e  e a r l i e r  
s e c t i o n s  w i t h o u t  c o m m e n t .  It is a c l a r i f i c a t i o n ,  a n d  o n d  t h a t  is d e f i n e d  
in t h e  d e f i n i t i o n  s e c t i o n  on p a g e  12, l i n e s  15-18. P r e v i o u s l y  t h e  w o r d s  
" i n s u r e r " ,  " n o n a d m i t t e d  i n s u r e r " ,  and, " u n a u t h o r i z e d  i n s u r e r "  h a v e  b e e n  
u s e d  s y n o n y m o u s l y .  T h a t  is i n c o n s i s t e n t  a n d  h a s  led t o  s o m e  c o n f u s i o n .  
T h i s  c h a n g e  s h o u l d  c l e a r  up t h at  s i t u a t i o n .

S e c t i o n  10. P a g e  6, l i n e s  2 7 - 2 9  & p a g e  7, l i n e s  1-29.

T h i s  s e c t i o n  is a c o n s o l i d a t i o n  of s e v e r a l  o t h e r  s e c t i o n s ,  (a) r e p l a c e s  
A S  2 1 . 3 3 . 0 1 5  w i t h  n o  s u b s t a n t i v e  d i f f e r e n c e ,  (b) r e p l a c e s  A S  2 1 . 3 3 . 0 7 5  
w i t h  s o m e  shift, in an i n d i v i d u a l s  a b i l i t y  to enter- a n d  g s e  t h e  
n o n a d m i t t e d ' m a r k e t  p l a c e .  T h i s  a b i l i t y  is b r o a d e n e d  in t h i s  b i l l  b y  
r e m o v i n g  t h e  s p e c i f i c  d e s c r i p t i o n  o f  an i n d u s t r i a l  i n s u r e d  f o u n d  in A S ’ 
2 1 . 3 3 . 0 7 5 ( 9 ) .  (c) r e p l a c e s  t h e  c o m b i n a t i o n  of A S  2 1 . 3 3 . 0 1 5  a n d  AS
2 1 . 3 3 . 0 7 5 ( 6 )  w i t h  n o  s u b s t a n t i v e  d i f f e r e n c e ,  (d) r e p l a c e s  A S  2 1 . 3 3 . 0 4 1  
w i t h  n o  s u b s t a n t i v e  d i f f e r e n c e .

S e c t i o n  11. P a g e  8, l i n e s  1-24.

T h i s  is a n e w  s e c t i o n  a n d  it l i m i t s  a n o n a d m i t t e d  i n s u r e r s  a c c e s s  t o  
A l a s k a  c o u r t s .  T h i s  is a s t o t h o s e  n o t  p l a c e d  t h r o u g h  a s u r p l u s  l i n e s  
b r o k e r  in A S  2 1 . 3 4 .  It c l a r i f i e s  t h e  s t a n d i n g  of t h o s e  i n s u r e r s .

S e c t i o n  12. P a g e  8, l i n e s  2 5 - 2 9  S< p a g e  9, l i n e s  1-6.

T h i s  is t h e  s a m e  k i n d  of c h a n g e  n o t e d  in S e c t i o n  9. O n e  a o J i t i o n a l  c h a n g e  
is that, a c c e s s  b y  t h e  d i r e c t o r  to an i n s u r e d s  p u r c h a s e s  in t h e  a d m i t t e d  
or a u t h o r i z e d  m a r k e t  h a s  b e e n  r e m o v e d .  T h i s  a b i l i t y  to a c c e s s  a d m i t t e d  
p u r c h a s e s  is p r o b a b l y  u n r e a s o n a b l e  w h e n  p l a c e d  on t h e  i n s u r e d .  P r e s u m a b l y  
a c c e s s  t o  t h e s e  r e c o r d s  t h r o u g h  o t h e r  s o u r c e s  is s u f f i c i e n t .

S e c t i o n  13. P a g e  9, l i n e s  7- 1 3 .

T h i s  s e c t i o n  r e i n f o r c e s  t h e  a b i l i t y  of t h e  d i r e c t o r  t o  o b t a i n  r e c o r d s  a n d  
i n f o r m a t i o n  u n d e r  t h i s  s e c t i o n .  T h i s  is a c c o m p l i s h e d  b y  a l l o w i n g  t h e  
d i r e c t o r  t o  a p p l y  for a c o u r t  o r d e r  t o  c o m p e l  p r o d u c t i o n  of r e c o r d s  a n d  
irif or m a t  ion.



S e c t i o n  14. P a g e  9, l i n e s  1 4 - 2 9  S< p a g e  10, l i n e s  -1-10.

" U n a u t h o r i z e d "  h a s  b e e n  c h a n g e d  t o  " n o n a d m i t t e d " a s  n o t e d  in s e c t i o n  9.
T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  r e v i s e d  s o  t h a t  it is m o r e  r e a d i l y  
c a l c u l a b l e .  T h i s  p e n a l t y  w i l l  g e n e r a l l y  b e  s t i f f e r  t h a n  t h a t  n o w  p r o v i d e d .

S e c t i o n  15. P a g e  10, l i n e s  11-26.

M o r e  e d i t o r i a l  c h a n g e s  l i k e  t h o s e  in s e c t i o n  9. S i n c e  t h e  s u r p l u s  l i n o s  • 
law h a s  b e e n  r e m o v e d  f r o m  A S  2 1 . 3 3  a n d  p l a c e d  in A S  2 1 . 3 4 ,  t h a t  r e f e r e n c e  
h a s  b e e n  n o t e d .  T h e  t i m e  for r e p o r t i n g  h a s  b e e n  s h o r t e n e d  f r o m  6 0  d a y s  t o  
3 0  days.

S e c t i o n  16. P a g e  10, l i n e s  2 7 - 2 9  & p a g e  11, l i n e s  1-6. 
S a m e  e d i t o r i a l  c h a n g e  n o t e d  in s e c t i o n  9.

S e c t i o n  17. P a g e  11, l i n e s - 7-15.

T h e  p e n a l t y  p r o v i s i o n  h a s  b e e n  U p g r a d e d  in t h e  s a m e  f a s h i o n  a s  s e c t i b n  14. 

S e c t i o n  10. P a g e  11, l i n e s  16-22.
T h i s  s e c t i o n  is i n t e n d e d  t o  a v o i d  a n y  p o t e n t i a l  c o n f l i c t  w i t h  new’ 
s e c t i o n s  A S  2 1 . 3 3 . 0 3 7  a n d  A S  2 1 . 3 3 . 0 4 2 .

S e c t i o n  19. P a g e  11. l i n e s  2 3 - 2 9  & p a g e  12, l i n e s  1-5.
T h i s  s e c t i o n  u p g r a d e s  t h e  p e n a l t y  s e c t i o n  b y  i n c r e a s i n g  t h e  p er  v i o l a t i o n  
p e n a l t y  f r o m  $ 5 0 0  for t h e  f i r s t  o f f e n s e  t o  $ 1 , 0 0 0  a n d  b y  i n c r e a s i n g  t h e  
s e c o n d  o f f e n s e  p e n a l t y  fr om  $ 5 0 0  t o  $2,000.' A n e w  p e n a l t y  is a l s o  
s t r u c t u r e d  for a l l o w i n g  a v i o l a t i o n  t o  c o n t i n u e  u n c o r r e c t e d  in t h e  a m o u n t '  
•of $ 1 , 0 0 0  for e a c h  m o n t h  of c o n t i n u a t i o n .

S e c t i o n  20. P a g e  12, l i n e s  6 - 2 9  2< p a g e  13, l i n e s  1-26.
T h i s  d e f i n i t i o n  s e c t i o n  is new. T h e r e  is n o t h i n g  r e p r e s e n t i n g  a 
s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law e x c e p t  in ( 9 ) (A) w h e r e  v e s s e l s  of 
5 0  d i s p l a c e m e n t  t o n s  or lese e^re n o t  i n c l u d e d  in t h e  d e f i n i t i o n  of m a r i n e  
a n d  a r e  t h e r e f o r  i n c l u d e d  in t he  r e q u i r e m e n t s  of t h i s  p r o p o s e d  law.

S e c t i o n  21. P a g e  13, l i n e s  2 7 - 2 9 ,  all of p a g e s  14-30, 2< p a g e  31, l i n e s  
1- 12 .
T h i s  s e c t i o n  a d d s  a n e w  c h a p t e r  t o  t h e  i n s u r a n c e  c o d e  d e a l i n g  w i t h  
s u r p l u s  l i n e s  i n s u r a n c e .  T h i s  c h a p t e r  h r,s e s s e n t i a l l y  b e e n  r e m o v e d  from  
A S  2 1 . 3 3 .  A n u m b e r  of c h a n g e s  h a v e  b e e n  m a d e  to p r o v i d e  for a s t r o n g e r  
r e g u l a t i o n  of t h e  s u r p l u s  l i n e s  m a r k e t .  T h i s  is a c c o m p l i s h e d  by 
s t r e n g t h e n i n g  t h e  f i n a n c i a l  r e q u i r e m e n t s  of a c o m p a n y  in t h a t  m a r k e t  
b e f o r e  it c a n  b e  u s e d  in t h i s  st a t e .  T h e  l i n e  of r e s p o n s i b i l i t y  for t h e  
s u r p l u s  l i n e s  b r o k e r  is c l a r i f i e d .  T h e  b i l l  p e r m i t s  t h e  c r e a t i o n  of a 
s u r p l u s  l i n e s  a s s o c i a t i o n  t h a t  c a n  h a v e  a s u b s t a n t i a l  s e l f - r e g u l a t o r y  
r o l e  w h i c h  h a s  e x n e r i e n c e d  s u b s t a n t i a l  s u c e s s  in C a l i f o r n i a  a n d  in 
W a s h i n g t o n .  T h i s  w o u l d  a l l o w  t h e  d i v i s i o n  t o  m o r e  e f f e c t i v e l y  u s e  its 
r e s o u r c e s  t o  a v o i d  p r o b l e m s  for p e r s o n s  i n s u r e d  in t h a t  m a r k e t .



S e c  2 1 . 3 4 . 0 1 0 .  P a g e  13, l i n e  2 9  2< p a g e  14, 1-ines 1-15.
T h i s  is t h e  p u r p o s e  s e c t i o n  for t h e  n e w  c h a p t e r

S e c  2 1 . 3 4 . 0 2 0 .  P a g e  14, l i n e s  1 6 - 2 4  . • ‘
T h i s  s e c t i o n  c o n d i t i o n s  w h a t  c a n  h e  p l a c e d  in t h e  n o n a d m i t t e d  m a r k e t .  
T h e r e  is n o  s u b s t a n t i v e  d i f f e r e n c e  f r o m  c u r r e n t  law.

S e c  2 1 . 3 4 . 0 3 0 .  P a g e  14, l i n e s  2 5 - 2 9  2< p a g e  15, l i n e s  1-13.
T h i s  s e c t i o n  p e r m i t s  w o r k e r s  c o m p e n s a t i o n  t o  b e  w r i t t e n  in t h e  s u r p l u s  
l i n e s  m a r k e t  p r o v i d e d  t h e  d i r e c t o r  f i n d s  it t o  b e  in t h e  p u b l i c  i n t e r e s t .  
It is s u b s t a n t i a l  3y t h e  s a m e  as  c u r r e n t  law e x c e p t  t h a t  t h i s  p r o p o s a l  h a s  
f i n a n c i a l  r e q u i r e m e n t s  t h a t  a r e  h i g h e r  t h a n  o t h e r  p l a c e m e n t s  in t h a t  

m ar k e t .

S e c  2 1 . 3 4 . 0 4 0 .  P a g e  15, l i n e s  14-29, p a g e  16, &  p a g e  17, l i n e  1.
T h i s  s e c t i o n  s u b s t a n t i a l l y  i n c r e a s e s  t h e  m i n i m u m  c a p i t a l  and s u r p l u s  
r e q u i r e m e n t s  u s e d  in t h e  s u r p l u s  l i n e s  m a r k e t .  It a l s o  r e c o g n i z e s  
d i s t i n c t i o n s  a m o n g  i n s u r e r s ,  L l o y d s  t y p e  o r g a n i z a t i o n s ,  a n d  i n s u r a n c e  
e x c h a n g e s .

S e c  2 1 . 3 4 . 0 5 0 .  P a g e  1 7 , . l i n e s  2- 10.
T h i s  s e c t i o n  is a n e w  p r o v i s i o n  w h i c h  s u b s t a n t i a l l y  t r a c k s  c u r r e n t  
p r a c t i c e .  It p r o v i d e s  for t h e  l i s t i n g  of e l i g i b l e  s u r p l u s  l i n e s  i n s u r e r s .  
It a l s o  p e r m i t s  t h e  s u r p l u s  l i n e s  a s s o c i a t i o n  t o  p e r f o r m  t h a t  t a s k  w h e n  
a p p r o v e d  b y  t h e  d i r e c t o r .

S e c  2 1 . 3 4 . 0 6 0 .  P a g e  17, l i n e s  11-24.
T h i s  s e c t i o n  r e q u i r e s  t h a t  w h e n  a p o l i c y  is w r i t t e n  b y  m o r e  t h a n  o n e  
i n s u r e r  a n d  o n e  or m o r e  of t h o s e  i n s u r e r s  a r e  n o t  e l i g i b l e ,  t h e  i n s u r e d  
m u s t  b e  n o t i f i e d .  T h i s  p r e v e n t s  a p r a c t i c e  w h e r e  s o m e  b r o k e r s  c o n c e a l  t h e  
fact t h a t  t h e r e  a r e  i n e l i g i b l e  i n s u r e r s  on a risk. O n e  w a y  t h a t  t h i s  is 
d o n e  is t o  li st  t h e  i n s u r e r s  a s  " u n d e r w r i t e r s  at L l o y d ' s  a n d  o t h e r  
c o m p a n i e s . "  T h e  d i v i s i o n  d o e s  n o t  a c c e p t  t h i s  p r a c t i c e  now, b u t  is no t 
c e r t a i n  t h a t  e v e n  in t h o s e  c a s e s  w h e r e  w e  c o r r e c t  it, t h e  i n s u r e d  is 
a d e q u a t e l y  i n f o r m e d .  A l i t t l e  i n f o r m a t i o n  at t h i s  s t a g e  c a n  p r e v e n t  a lot 
of p r o b l e m s  later.

S e c  2 1 . 3 4 . 0 7 0 .  P a g e  17, l i n e s  2 5 - 2 9  S', p a g e  IS, l i n e s  1-12.
T h i s  s e c t i o n  e s t a b l i s h e s  a p r o c e d u r e  for r e m o v i n g  an i n s u r e r  f r o m  t h e  
e l i g i b l e  lis t a n d  s e t s  f o rt h a n o t i c e  r e q u i r e m e n t  t o  all l i c e n s e e s .

S e c  2 1 . 3 4 . 0 8 0 .  P a g e  IB, l i n e s  1 3 - 2 9  ?< p a g e  19, l i n e  1.

This  s e c t i o n  is s i m i l a r  t o  an  e x i s t i n g  r e q u i r e m e n t  to  fi le  a f f i d a v i t s  of 
c o v e r a g e .  IL a d d s  a r e q u i r e m e n t  o n  t h e  s u r p l u s  l i n e s  b r o k e r  t o  p r o v i d e  
e v i d e n c e  of i n s u r a n c e  t o  an  i n s u r e d  w i t h i n  3 0  d a y s  of p l a c e m e n t  of t h e  
c o v e r a g e .  IL a l s o  p r o v i d e s  t h a t  t h e s e  I i l i n g  r e q u i r e m e n t s  m a y  be  
• t r a n sf er re d t o  t h e  s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  an o r d e r  b y  t h e  
d i r e c t o r .



S e c  2 1 . 3 4 . 0 9 0 .  P a g e  19, l i n e s  2 - 2 9  & p a g e  20, l i n e s  1-16.

T h i s  s e c t i o n  p e r m i t s  t h e  f o r m a t i o n  of a s u r p l u s  l i n e s  a s s o c i a t i o n  an d 
s e t s  f o r t h  t h e  p o w e r s  a n d  p u r p o s e s  for w h i c h  it m a y  b e  f o r me d.  It 
e s t a b l i s h e s  t h e  r e q u i r e m e n t s  for its f o r m a t i o n  a n d  m a k e s  it s u b j e c t  t o  
ex ami-'.- iion b y  t h e  d i r e c t o r .  It p r o v i d e s  t h a t  t h e  d i r e c t o r  m a y  r e q u i r e  
m e n b e r s h i p  in t h e  a s s o c i a t i o n  as  a c o n d i t i o n  of l i c e n s u r e  in t h i s  s t a t e .

S e c  2 1 . 3 4 . 1 0 0 .  P a g e  20, l i n e s  17-29, al l of p a g e  21, 8< p a g e  22, l i n e  1-2. 
T h i s  s e c t i o n  d e s c r i b e s  t h e  e v i d e n c e  of i n s u r a n c e  w h i c h  a s u r p l u s  l i n e s  
b r o k e r  m u s t  p r o v i d e  for an i n s u r e d .  T h e  b a s i c  i d e a  is t o  r e q u i r e  a full
d i s c l o s u r e  of t h e  f a c t s  r e l a t i n g  t o  a p l a c e m e n t  in t h e  n o n a d m i t t e d
m a r k e t .  T h i s  a l s o  a p p l i e s  t o  c h a n g e s  m a d e  in c o v e r a g e .  T h e  b r o k e r • is 
r e q u i r e d  to  m a i n t a i n  a full c o p y  of al l d o c u m e n t s  p e r t i n e n t  t o  t h e
i n s u r a n c e  t r a n s a c t i o n .  A w a r n i n g  is r e q u i r e d  t o  a p p r i s e  t h e  i n s u r e d  t h a t
a p o l i c y  p l a c e d  in t h e  n o n a d m i t t e d  m a r k e t  is n o t  c o v e r e d  b y  t h e  A l a s k a  
I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  Act.

S e c  2 1 . 3 4 . 1 1 0 .  P a g e  22, l i n e s  3-1 4.
T h i s  s e c t i o n  p r o v i d e s  t h a t  t h e  i n s u r e d  h a s  n o  l i a b i l i t y  for p r e m i u m  Qnti.' 
t h e  b r o k e r  h a s  p r o v i d e d  a n o t i c e  t o  t h e  i n s u r e d  t o  t h e  e f f e c t  t h a t  t h e  
i n s u r e r  is n o n a d m i t t e d ,  a n d  t h e r e  is n o  i n s o l v e n c y  p r o t e c t i o n  p r o v i d e d  
u n d e r  s t a t e  law. T h i s  is a n e w  a p p r o a c h .

S e c  2 1 . 3 4 . 1 2 0 .  P a g e  22, l i n e s  15-17.
T h i s  is s i m i l a r  t o  p r e s e n t  iaw. I p r o v i d e s  t h a t  c o n t r a c t s  in t h e  s u r p l u s  • 
l i n e s  m a r k e t  p l a c e  a r e  v a l i d  c o n t r a c t s .

S e c  2 1 . 3 4 . 1 3 0 .  P a g e  22, l i n e s  13-23.
S e c t i o n  p r o v i d e s  t h a t  p a y m e n t  t o  t h e  b r o k e r  is p a y m e n t  t o  t h e  i n s u r e r .

S e c  2 1 . 3 4 . 1 4 0 .  P a g e  22, l i n e s  2 4 - 2 9 ,  p a g e  23, a n d  p a g e  24, l i n e s  1-7. 
T h i s  s e c t i o n  s e t s  f o r t h  t h e  l i c e n s i n g  s t a n d a r d s  a n d  r e q u i r e m e n t s  for a 
s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  T h e  r e q u i r e m e n t s  a r e  n o t  s u b s t a n t i a l l y  
d i f f e r e n t  t h a n  t h o s e  in c u r r e n t  law. T h e  b o n d  r e q u i r e m e n t  is h i g h e r .  T h i s  
p r o p o s a l  d o e s  p e r m i t  n o n r e s i d e n t  s u r p l u s  l i n e s  b r o k e r s  l i c e n s e e s .  <e) 
d o e s  p r o v i d e  a p e n a l t y  for l a t e  r e n e w a l  of l i c e n s e .

S e c  2 1 . 3 4 . 1 5 0 .  P a g e  24, l i n e s  3-13 .
T h i s  s e c t i o n  c l a r i f i e s  t h e  s c o p e  of a s u r p l u s  l i n e s  b r o k e r s  l i c e n s e .  It 
a l l o w s  t h e  s u r p l u s  l i n e s  b r o k e r  t o  a c c e p t  b u s i n e s s  f r o m  o t h e r  s u r p l u s  
l i n e s  b r o k e r s  a n d  o t h e r  b r o k e r s  b u t  n o t  f r o m  a g e n t s .

S e c  2 1 . 3 4 . 1 6 0 .  P a g o  24, l i n e s  1 4 - 2 9  8< p a g e  25, l i n e s  1-12.
T h i s  s e c t i o n  c l e a r l y  o u t l i n e s  t h e  k i n d s  of r e c o r d s  t h a t  m u s t  be  
m a i n t a i n e d  b y  a s u r p l u s  l i n e s  b r o k e r  a n d  t h a t  s u c h  r e c o r d s  m u s t  b e  o p e n  
for e x a m i n a t i o n  b y  t h e  d i r e c t o r .



S e c  2 1 . 3 4 . 1 7 0 .  P a g e  25, l i n e s  13-13.
T h i s  sectio.n r e q u i r e s  a m o n t h l y  r e p o r t  of b u s i n e s s  p l a c e d  in t h e  s u l p l u s  
l i n e s  m a r k e t .

S e c  2 1 . 3 4 . 1 8 0 .  P a g e  25, l i n e s  1 9 - 2 9  8< p a g e  26, l i n e s  1-27.
T h i s  s e c t i o n  is s u b s t a n t i a l l y  t h e  s a m e  a s  c u r r e n t  law. T h e  p r e m i u m  t a x  is 
e s t a b l i s h e d  h e r e  a n d  t h e  d i r e c t o r  m a y  h a v e  t h e  t a x  c o l l e c t e d  b y  t h e  
s u r p l u s  l i n e s  a s s o c i a t i o n . T h e  d i r e c t o r  h a s  t h e  a b i l i t y  t o  e s t a b l i s h  
a d e q u a t e  s a f e g u a r d s  t o  p r o t e c t  t h e  m o n i e s  c o l l e c t e d  in t h i s  f a s h i o n .

S e c  2 1 . 3 4 . 1 9 0 .  P a g e  26,. l i n e s  2 8 - 2 9  S< p a g e  27, l i n e s  1-3.
A f i l i n g  fee of 17. is e s t a b l i s h e d .  T h i s  is p r e s e n t l y  at  1/27..

S e c  2 1 . 3 4 . 2 0 0 .  P a g e 2 7 ,  l i n e s  4 - 21 .
T h i s  s e c t i o n  p r o v i d e s  for t w o  a l t e r n a t e  m e a n s  of t ax  c o l l e c t i o n .  T h e  
f i r s t  is b y  t h e  d i r e c t o r  in t h e  u s u a l  m a n n e r .  T h e  s e c o n d  is b y  t h e  
s u r p l u s  l i n e s  a s s o c i a t i o n  u p o n  an o r d e r  b y  t h e  d i r e c t o r  a f t e r  
e s t a b l i s h i n g  t h o s e  s a f e g u a r d s  d e e m e d  a p p r o p r i a t e .

S e c  2 1 . 3 4 . 2 1 0 .  P a g e  27, l i n e s  2 2 - 2 9  & p a g e  28, l i n e s  l-lo.
In t h e  c u r r e n t  law, t h e  d i r e c t o r  h a s  d i s c r e t i o n a r y  suspens-ion or 
r e v o c a t i o n  a u t h o r i t y .  T h e  r e s t r u c t u r i n g  found in t h i s  s e c t i o n  is m o r e  
s p e c i f i c  and l i s t s  t h o s e  a c t i o n s  w h i c h  c a n  r e s u l t  in s u s p e n s i o n  or 
r e v o c a t i o n .

S e c  2 1 . 2 3 . 2 2 0 .  P a g e  28, l i n e s  17-28.

T h i s  s e c t i o n  t i e s  i n t o  A S  2 1 . 3 3  for s e r v i c e  of p r o c e s s  on a n o n a d m i t t e d  
i n s u r e r  u s e d  t h r o u g h  t h e  s u r p l u s  l i n e s  m a r k e t .  T h e  p r e s e n c e  of a 
n o n a d m i t t e d  i n s u r e r  on a s u r p l u s  l i n e s  c o n t r a c t  a s s u m e s  t h a t  t h e  i n s u r e r  
h a s  s u b j e c t e d  i t s e l f  t o  A S  2 1 . 3 4 .

S e c  2 1 . 3 4 . 2 3 0 .  P a g e  28, l i n e  2 9  ?< p a g e  29, l i n e s  1-7.

T h i s  p e n a l t y  s e c t i o n  is an u p g r a d e  f r o m  t h e  p r e s e n t  law. It a l s o  i n c l u d e s  
an a b i l i t y  t o t a k e  a c t i o n  u n d e r  A S  2 1 . 3 3 . 3 2 0 - 3 3 0  in t h e  u n f a i r  t r a d e  
p r a c t i c e s  act.

S e c  2 1 . 3 4 . 2 4 0 .  P a g e  29, l i n e s  8- 1 2 .  
S e p a r a b  i 1 ity s e c t i o n .

S e c  2 1 . 3 4 . 2 5 0 .  P a g e  29, l i n e s  13-14.

T h i s  s e c t i o n  e n a b l e s  t h e  d i r e c t o r  t n  p r o m u l g a t e  t h o s e  r e g u l a t i o n s
n e c e s s a r y  to i m p l e m e n t ,  d e f i n e  a n d  e n f o r c e  the p r o v i s i o n s  of t h i s  n e w  
c h a p t e r  - *

S e c  ^ 2 1 . 3 4 . 9 0 0 .  P a g e  29, l i n e s  15-29,  all of p a g e  30, ?< p a g e  31, l i n e s



T h e  d e f i n i t i o n s  h e r e  t a k e  t h e  s a m e  e x p l a n a t i o n  a s t h o s e  in S e c  20. T h e r e  
a r e  a few a d d i t i o n a l  d e f i n i t i o n s  b u t  t h e s e  a r e  n o t  s u b s t a n t i v e l y  
d i f f e r e n t  t h a n  c u r r e n t  u s a g e  in t h e  i n s u r a n c e  code.

• * • * •

Se c  22. P a g e  31, l i n e s  13-17.

T h i s  a d d e d  s e c t i o n  in t h e  u n f a i r  t r a d e  p r a c t i c e s  a c t  m a k e s  it an  u n f a i r  
t r a d e  p r a c t i c e  t o  fail t o  m a k e  t h e  r e q u i r e d  d i s c l o s u r e s  a n d  r e p o r t s .

S e c  23. P a g e  31, l i n e s  18-29.

T h i s  s e c t i o n  g i v e s  a d m i t t e d  i n s u r a n c e  c o m p a n i e s  t h e  a b i l i t y  to  c o m p e t e  
w i t h  t h e  n o n a d m i t t e d  m a r k e t .  It t i e s  in w i t h  s e c t i o n s  2 4  & 25.

S e c  24. P a g e  32, l i n e s  1-7

T h i s  s e c t i o n  t i e s  in w i t h  S e c  2 3  a n d  S e c  2 5  in a l l o w i n g  t h e  a d m i t t e d  
m a r k e t  t o  c o m p e t e  w i t h  t h e  n o n a d m i t t e d  m a r k e t .  T h i s  is a c c o m p l i s h e d  b y  
p r o v i d i n g  t h e s e  e x c e p t i o n s  in t h e  r a t e  la w  w h i c h  h a s  to  d a t e  a c t e d  as  an 
i m p e d i m e n t  t o  t h a t  k i n d  of c o m p e t i t i o n .

S e c  25. P a g e  32, l i n e s  S - 13.

T h i s  s e c t i o n  t i e s  in w i t h  t h e  p r e v i o u s ,  t w o  s e c t i o n s .  It .specif ie s t h o s e  
c o n d i t i o n s  u n d e r  w h i c h  an a d m i t t e d  i n s u r e r  c a n  w r r k  -out si de  of its 
f i l i n g s  m a d e  w i t h  t h e  d i r e c t o r .  T h i s  p r o v i d e s  t h e  a b i l i t y  t o  d i r e c t l y  
c o m p e t e  w i t h  t h e ' s u r p l u s  l i n e s  m a r k e t .  T h i s  is in t h e  p u b l i c  i n t e r e s t  
s i n c e  m o s t  a d m i t t e d  m a r k e t  c o v e r a g e s  a r e  p r o t e c t e d  b y  t h e  g u a r a n t y  
a s s o c i a t i o n  act.

S e c  26. P a g e  32, l i n e s  14-15.
T h i s  s e c t i o n  r e p e a l s  t h o s e  s e c t i o n s  in A S  2 1 . 3 3  w h i c h  a r e  n o  l o n g e r  
n e p ^ e d  or h a v e  b e e n  r e p l a c e d  in t h e  n e w  c h a p t e r  in s e c t i o n  21.



AL AS KA  SURPLUS LINES BROKERS ASSN. 

3605 Arcric Blvd. 01795 

Anchorage, Ak. 99503

R e p r e se n ta t i v e  John Cowdery 
House Committee on Labor & Commerce 
Juneau,  Ak.

Dear Rep. Cowdery

RE: Senate B i l l  470,  Hearing May 22,  1934

As p r e s i d e n t  o f  the  Alaska Surplus  L ines  Brokers  A s s o c ia t io n  
I wish to  draw your  a t t e n t i o n  t o  p a r t i c u l a r  Item o f  concern  to  our  
membership. F i r s t l y ,  our  a s s o c i a t i o n  does b a s i c a l l y  sup po r t  SB 470.
We t e s t i f i e d  to  t h a t  f a c t  b e fo re  S ena to r  Mulcahay's  Committee 1n 
March o f  t h i s  y e a r .

However, Sec t io n  21.34 .120  ( b ) ( 4 ) ,  l i n e s  9 through 18 a r e  o f  
conce .n  and might s e r i o u s l y  a f f e c t  t h e  p u b l i c ' s  a b i l i t y  to  p rocure  
su rp lu s  l i n e s  Insurance  coverages  ( e . g .  s p e c i a l t y  and Lloyds London 
p o l i c i e s )  u n les s  adeq u a te ly  addressed  by th e  Dept, o f  Insu rance .
This  s e c t i o n  In c re a s e s  a b r o k e r ' s  bond l i a b i l i t y  t o  $200,000,  We 
have no p a r t i c u l a r  o b j e c t io n  t o  t h i s ,  however I1ne l6  makes a p ro v i s io n  
t h a t  the  s u r e t y  bond be a v a i l a b l e  ( i n a d d i t i o n  to  o t h e r  i tems)  " t o  
pay p roper  l o s s e s  promptly " .  We have canvassed s e v e ra l  c o r p o r a t e  
s u r e t i e s ,  a l l  o f  which a r e  not  I n t e r e s t e d  in w r i t i n g  t h e  bond u n t i l  
a p roper  d e f i n i t i o n  o f  "promptly" 1s made by the  D iv is ion  o f  Insu rance .

We f e e l  t h i s  terminology i s  vague and t h a t  i t  would s e v e r ly  
Impact our  p a r t i c u l a r  l i n e  o f  in su rance  b u s in e s s .  Many o f  t h e  s m a l le r  
agencies  would not  be a b le  to  p rocure  the  bond w i th  the  p r e s e n t  
t e x t  u n q u a l i f i e d .  P le a s e  de lay  your  d e c i s io n  to  pass  o u t  t h e  l e g i s ­
l a t i o n  u n t i l  p roper  d e f i n i t i o n s  a r e  made.

S in c e r e l y ,

Henry F. George 
P r e s i d e n t
Alaska Surplus  Lines Brokers Assn.  
TEL: (907) 562-2266





LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  „---------------------------------- March 8 ,  1984

SUBJECT: S e c t i o n a l  a n a l y s i s  o f  SB 481

TO: S e n a to r  J a lm a r  K e r t t u l a
P r e s i d e n t  o f  t h e  S e n a te

FROM: Edward H. H e i n ^ ^ r
L e g i s l a t i v e  Counsel

S e c t i o n  1 a l lo w s  a n o n p r o f i t  cem e te ry  to  i n c o r p o r a t e  under  
AS 10.20 as  an a l t e r n a t i v e  to  fo rm ing  as  a cem etery  a s s o ­
c i a t i o n .

S e c t i o n  2 adds c l e a n -u p  p r o v i s i o n s  n e c e s s i t a t e d  by s e c t i o n

S e c t i o n  3 expands to  which a c e m e t e r y ' s  endowment fund may
be p u t  to  i n c l u d e  improvement o f  t h e  g ro u n d s ,  b u i l d i n g s ,  and 
l o t s ,  and th e  repayment o f  d e b t s .

S e c t i o n  4 adds c l e a n -u p  p r o v i s i o n s  n e c e s s i t a t e d  by s e c t i o n
* v

S e c t i o n  5 expands a n o n p r o f i t  c e m e t e r y ' s  a u t h o r i t y  borrow 
money to  c o n s t r u c t  and r e p a i r  b u i l d i n g s  and mausoleums, to  
p u rc h a s e  o r  l e a s e  equ ipm en t ,  and o t h e r  p u r p o s e s .  Such d e b ts  
may be s e c u re d  by m or tgages  on t h e  c e m e t e r y ' s  l a n d ,  ex ce p t  
t h o s e  b u r i a l  l o t s  i n  which a s s o c i a t i o n  members o r  c o r p o r a t e  
o f f i c e r s ,  t r u s t e e s ,  o r  employees have  more th a n  a o n e - h a l f  
i n t e r e s t .

S e c t i o n s  6 - 1 1  add c l e a n -u p  lan g u a g e  n e c e s s i t a t e d  by s e c ­
t i o n  r .

S e c t i o n  12 adds a d e f i n i t i o n  o f  th e  jerm "ce m e te ry  l o t "  f o r  
p u rp o se s  o f  AS 10 .30 .

S e c t i o n  13 adds a d e f i n i t i o n  o f  th e  te rm  "cem e te ry  l o t "  f o r  
p u rp o se s  o f  th e  consumer p r o t e c t i o n  s t a t u t e s  i n  AS 4 5 .50 .

EHHsojb
J4 /054



E V E R L A S T I N G

PHONE 3*4-1311 
OFFICE HOURS: 

10 A.M. TO 3 P.M

M K M I C f t
NATIONAL ASSOCIATION OF CEMETERIES

C A R E E N D O W E D

n g z l t t s  J E  s i n j x T x n

ALASKA'S FIRST MEMORIAL PARK CEMETERY

J a n u a r y  23, I fcA

S e n a to r ,  J a l m a r  K. K e r t t u l a  
A lask a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A laska

Dear  Kr. K e r t t u l a :

CEMETERY 
ANO 

OFFICE 
ON KLATT POAO

The 3oar0  o f  T r u s t e e s  o f  Angelus Memorial  P a rk  A s s o c i a t i o n  approved 
a m otion  to p r e s e n t  t o  th e  L e g i s l a t u r e ,  amendments cc t h e  A laska  
Cemetery  S t a t u t e s ,  p e r t a i n i n g  to  n o n - p r o f i t  cem e te ry  a s s o c i a t i o n ^ .
A committee  was a p p o in te d  c o n s i s t i n g  o f  Mr. Alvah C. 3usws.l l ,  J r .  
and Mr. R o b e r t  F. Shary ,  who a r e  boa rd  members and Mr. S idney  A bbo t t ,  
p a r k  manager,  t o  work on th e  p roposed  amendments o f  t h e  p r e s e n t  
s t a t u t e s .

The p r e s e n t  A laska  n o n - p r o f i t  cem ete ry  s t a t u t e s  v;ere p a t t e r n e d  a f t e r  
t h e  Oregon S t a t u t e s  many y e a r s  ago b e f o r e  S ta te h o o d  and a r e  b a d ly  
o u t  d a t e d .  The S t a t e  o f  Oregon has s i n c e  amended t h e i r  S t a t u t e s ,  
t w i c e ,  and now Alaska  needs  to  do t h e  same, sc t h a t  a n o r . - p r o f i t  
c e m e te ry  can b e t t e r  s e rv e  th e  community. To o u r  knowledge Angelus 
i s  t h e  o n ly  n o n - p r o f i t  cem ete ry  in  th e  s t a t e .

E nc lose d  a r e  c o p ie s  o f  Oregon S t a t u t e s  t h a t  have beer, amended and 
a copy o f  o u r  p roposed  r e v i s i o n s  t o  t h e  A laska  S t a t e  Cemetery  S t a t u t e s .

The a s s o c i a t i o n  r e a l y  needs  t h e s e  changes  i n  o r d e r  to  grow, as  i t  i s  
now, we can n o t  s e rv e  th e  community a s  3 modern cem e te ry ,  because  
o f  t h e  way t h e  laws a r e  w r i t t e n .  The p u b l i c  wants  a l l  th e  s e r v i c e s  
a cem e te ry  i s  suppose t o  su p p ly ,  such  a s ,  a columbarium f o r  inu rnm en t  
o f  c rem ated  r e m a in s ,  mausoleum, n i c h e s  and s t o r a g e  v a u l t .  Also we can 
n o t  even b u i l d  a much needed a d m i n i s t r a t i o n  b u i l d i n g .  We; now have t o  
r e n t  a v e ry  in a d e q u a te  b u i l d i n g  f o r  an o f f i c e .  The a s s o c i a t i o n  has 
n e v e r  had a m a in tenance  b u i l d i n g .  The p r e s e n t  laws p r e v e n t  o u r  g ro w th .

The r e a s o n  we in c lu d e d  a s s o c i a t i o n  and o r  c o r p o r a t i o n  i n  o u r  
amendments i s  t h a t  Angelus i n t e n d s  to  i n c o r p o r a t e  i n  o r d e r  t o  h e lp  
l e s s e n  t h e  p e r s o n a l  i n d i v i d u a l  l i a b i l i t y  o f  t h e  board  members.
Angelus board  members a r e  n o n -p a id .
S i n c e r e l y ,
Mr. H arry  L. Wimmer 
V i c e - P r e s i d e n t ,  3oard  o f  T r u s t e e s

ANGELUS MEMORIAL PARK ASSOCIATION 
E n c lo s u re s
T h is  m a t e r i a l  has  a l s o  been s e n t  to  R e p r e s e n t a t i v e s  Joe  Hayes and 
Randy P h i l l i p s .

A NON-PROFIT ASSOCIATION



ALASKj, STATUTES

Sec.  1 0 .3 0 .0 7 0 .  C r e a t i o n  o f  i r r e d u c i b l e  fu n d .  The a s s o c i a t i o n  may 
by i t s  by law s  p r o v id e  t h a t  a s t a t e d  p e r c e n t a g e  o f  t h e  money r e a l ­
i z e d  f rom  t h e  s a l e  o f  l o t s  and d o n a t i o n s  (AND OTHER SOURCES OF REVENUE) 
c o n s t i t u t e s  an  i r r e d u c i b l e  fu n d ,  w hich  may be i n v e s t e d  i n  th e  manner 
o r  lo a n e d  upon t h e  s e c u r i t i e s  t h e  a s s o c i a t i o n  o r  t h e  t r u s t e e s  c o n s i d e r  
p r o p e r .  The i n t e r e s t  o r  income from t h e  i r r e d u c i b l e  fund  p ro v id e d  f o r  
i n  any  by law  o r  a s  much a s  may be n e c e s s a r y  s h a l l  be d ev o te d  e x c l u s i v e l : .  
t c  t h e  p r e s e r v a t i o n  and e m b e l l i s h m e n t  o f  t h e  (CEMETERY) g r o u n d s , 
b u i l d i n g s  and p r o p e r t y  o f  t h e  a s s o c i a t i o n  and o r  c o r p o r a t i o n  and t h e  
l o t s and sos.ce i n  b u i l d i n g s  o r  g rounds  s o l d  t o  t h e  members o f  the  
a s s o c i a t i o n  and o r  c o r p o r a t i o n ,  o r  t o  t h e  payment o f  th e  i n t e r e s t  
o r  p r i n c i p a l  o f  t h e  d e b t s  a u t h o r i z e d  by t h e  a s s o c i a t i o n  f o r  t h e  
p u rc h a s e  o f  l a n d ,  e c u io m e n t ,  e r e r  -• r,g b u i l d i n g s  and improvements .
Where a by law  has  been e n a c t e d  f o r  t h e  c r e a t i o n  o f  ar. i r r e d u c i b l e  fu n d ,  
( IT )  t h e  s e t  amount o r  p e r c e n t a g e  s e a t e d  in  th e  by lav/, may n o t  be 
amended e x c e p t  f o r  t h e  p u rpose  o f  i n c r e a s i n g  t h e  fu n d .  (3 6 -5 -5  ACL-A 19

CHAPTER 30* Cemetery Associations

1
I

I  was t o l d  t o  c u p  in  caps  ! 
and b r a c k e t s  words t o  be 
d e l e t e d  and u n d e r l i n e  t h e  
new word ing .

o f f i c e



ALASKA STATUTES 

CHAPTER 30. Cem etery  A s s o c i a t i o n s

Sec .  I O . 3 O.O9 O. Debts  o f  a s s o c i a t i o n  and o r  cc roc  r a t i o n .  A c e m e te ry  
a s s o c i a t i o n  and o r  c o r p o r a t i o n  may (NOT.) c o n t r a c t  d e b t s  i n  a n t i c i p a t i o n  
o f  f u t u r e  r e c e i p t s ,  (EXCEFT) f o r  t h e  (OFIGINAL) pu rch ase  o f  c e m e te ry  
l a n d  and o r  f o r  o t h e r  c e m e te ry  p u r p o s e s ,  t h e  l a y i n g  o u t  and e m b e l i i s h n e r .  
o f  t h e  g r o u n d s  and avenues  o f  th e  c e m e te ry ,  r e p a i r i n g  t h e i r  b u i l d i r . a s , 
e r e c t i o n  o f  new b u i l d i n g s ,  mausoleums, co lum bar ium s . and o u rc h a s i r .a  
n e c e s s a r y  e q u ip m e n t , f o r  which  d e b t s  t h e  a s s o c i a t i o n  may i s s u e  bonds 
o r  n o t e s .  The a s s o c i a t i o n  may s e c u r e  t h e s e  d e b t s  by m ortgsge upon i t s  
l a n d s ,  e x c e p t  l o t s  which  have been  conveyed t o  t h e  members o f  th e  
A s s o c i a t i o n ,  o r  bv s e c u r i t y  i n t e r e s t  in  r_o more t h a n  50^ o f  t h e  i r r e d u c i  
fu n d .  ( 3 6 - 5 - 5  ACLA 19L9).



CHAPTER 30* Cemetery  A s s o c i a t i o n s .

Sec.  1 0 .3 0 .1 2 5  D e f i n i t i o n  o f  "Cem etery  Lot " ,  or.e c r  more t h a n  one 
a d j o i n i n g ,  l o t ,  p l o t ,  s p a c e ,  g r a v e ,  n i c h ,  mausoleum c r y p t ,  v a u l t ,  and 
colum barium , f o r  t h e  i n t e r m e n t  o f  human re m a in s .

ALASKA STATUTES



C 'V d L

01.738 C O R P O R A T IO N S AND P A R T N E R S H IP S

61.738 P ro c e d u re  fo r  re v o k in g  c e r ­
t if ic a te  of a u th o r i ty .  ORS 57.735, rela ting  to 
revocation of certificate  of authority , is appli­
cable to nonprofit corporations. (1963 c.492 136 
ionncu<i in ln>u of 61 735l|

6 1 . 7 4 0  1 Ki n u m l x - n i l  61 9 f l4 |

31.741 A p p lic a tio n  to  c o rp o ra tio n  
a u th o r iz e d  to  t r a n s a c t  b u s in e s s  in th is 
s ta te  on  D e c e m b e r 31, 1959. Foreign corpo­
rations which are  duly authorized to transact 
business in th is s ta te  on December 31, 1959, 
for a purpose or purposes for which a corpora­
tion might secure such au thority  under ORS 
61.005 to 61 125. 61.131 to 61.370, 61.375 to 
61.481 and 61.505 to 61.950, shall, subp-ct to 
the lim itations «' c forth in the ir respective 
certificates of i-u thun ty , he entitled  to all the 
rights and p 'tv ileges applicable to foreign 
corporations procuring certificates of au tho ri­
ty to transact business in this s ta le  under 
ORS 61 005 to 61 125. 61 131 to 61 370. 
6 ] 375 to 61.481 and 61 505 to 61 950, and 
fiom December 31, 1959. such corporations 
shall !»• subject to .ill the lim itations, restric­
tions. liabilities and du ties prescribed herein 
for foreign cotporalions procuring certificates 
of au thority  to tran sact business in this sta te  
under ORS 6 ! 005 to 61 125. 61 131 to 61 370. 
61 375 to 61 •! ‘1 and  61 505 to 61 950 ijtvi 
v fisO

61.745 T ra n s a c t in g  b u s in e s s  w ith o u t 
c e r t if ic a te  of a u th o r i ty .  • 1) No foreign corpo­
ration tran sac ting  business in Ibis s ta te  w ith­
out a certificate  of au tho rity  shall Is- (M-mut- 
led to m ain ta in  any action, suit or proceeding 
in any court of th is  s ta te , un til such corpora­
tion shall have ob tained a certificate of a u ­
thority  No action, suit or proci-eding shall be 
m ain tained  in any court of th is s ta te  by any 
successor or assignee of such corporation on 
any right, claim  or dem and arising  out of the 
transaction  of business by such coqxiratior. in 
th is s ta te , un til a certificat-* of au thority  shall 
have been obtained by such corporation or by 
a corporation which has acquired all or sub­
stan tia lly  all its assets.

(2) Tile failure of a foreign corporation to 
obtain a certificate  of au thority  to tran sac t 
business in th is  s ta te  shall not im pair the 
validity of any contract or act of such corpora­
tion, a id shall not prevent such corporation 
from defending iiriv action, su it or proceeding 
in any court of th is  sta te . 11969 c flflO trtl |

m m
f X V j g

C E M E T E R IE S  AND 
C R E M A T O R IE S

01.733 L an d *  of c e m e te ry  o r crvma. 
to ry  c a r p c r c d o n ;  e x e m p tio n  from  execu­
tio n , tc n o tio n  a n d  c o n d e m n a tio n . A nor,, 
profit corporation organized and e\U tiri(, 
solely for th e  purposes of e ither owning .in ; 
operating » cem etery or crem ating  dead b«dii- 
and bury ing  and caring for incinerate r- 
m ains, may purchase or take, by gift nr J... 
vise, and own and hold lands for the  sole pi.r. 
pose of e ith e r a cem etery or a crematory .uvi 
burial place for inc inerate rem ains 
lands shall be exem pt from execution .md 
taxation, and from any appropriation for 
public purposes, and lots or portions of 
land and space in any buildings thereon rr,..;. 
be sold, if intended to In- used exclusively fi r 
hunul purposes, and in no wise w ith a vn-w to 
the profit of the m em bers of such corpora:n r 
The land so held for cem etery jmi |x>s. - si-.i'l 
not exceed 606 acres, hut if the l.inil .ure.n:-. 
held for such purpose by the enrpinotion i- ,.il 
practically used, the am ount thereof m.n !» 
increased by adding the te lo  not more t!..m 20 
acres at any one tune The land m i  held Vi : •  • 

purjMises of a ciem atiiry and the hurt •! - . 
incinerate rem ains -hall nut exceed 3if 
hut if the  land already In-Id for such pur;- •> 
by the corporation is all piactically o i-o ■*- 
amount thereof may be increased by id : : ;
I hereto not more than  10 acre- at on • • 
time i I‘inn i nsn vi.'i

61.760 R e v en u e s ; r e s tr ic tio n s  on 
u ses th e re o f , i l l  A nonprofit n irp i ' mi--r 
orgatn/ed or existing solely for the pie |io-e« 1 
either owning and e|>erating a cemeiery or 
crem ating dead bodies and burying and can tv 
for incinerate rem ains may, by u -  Inlaw*
provide that a s ta led  percentage of I he in -
received from th e  sale of lots and buna! -p -'«• 
cr(*mation of b  dies, donations, gifts or other 
sources of revenue shall constitu te  an irn-lu 
a b le  fund. Any bylaw enacted for thecreatior. 
of the irreducible fund cannot bo amended <■' 
reduce the fund. *• "

(2) T he board of directors may direct the 
investm ent of the money in the irreducible 
fund, bu t nil investm ents of money d e p o s i t e d  
in the fund on or n fter Jan u a ry  1, 1972, shall 
be in securities in classes and am ounts ap­
proved by, the S ta te  T reasu re r and published 
in a lint p u rsu an t to ORS 97.820. If a bank “t 
tru a t company qualified  to engage in the tru-t 
buflinesa iu directed hy the board of directet* 
to invest the money in the irreducible fund.

orthe prov
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CEMETERIES. H U M A N  ROUTES A N D  T E R M I N A L  ILLNESS 07.010

S P E C IA L  PR O V ISIO N S 
R E LA T IN G  TO  O R S 07.010 TO 
97.0-10, 97 .110 TO  97.450, 97.510 
TO 07.730, 07.810 TO  07.920 a n d  

97.900
97.010 D e fin itio n s  fo r O R S 97.010 to 

97.040. 97.110 to  97.450, 97.510 to 97.730, 
97.810 to 07.920 a n d  07.000. As used in ORS 
07 010 to 97.040, 97.110 to 97.450, 97.510 to 
97.730. 97.810 to 97.920 and 97.990:

•1) "H um an rem ains" or "rem ains" m eans 
the body of a deceased person in any stage of 
decomposition or a fte r crem ation.

i2) "Cem etery" m eans any place dedicated 
jo and used, or intended to be used, for the 
permanent in te rm en t of hum an rem ains.

(3) "Burial pa rk” m eans a trac t of land for 
-.he burial of hum an rem ains in the ground 
jsed, or intended to be used, and dedicated for 
cemetery purposes.

14) "M ausoleum" m eans a s truc tu re  for 
:he entom bm ent of hum an rem ains in crypts 
■r vaults in a place used, nr intended to be 
j-cd. and dedicated for cem etery purposes.

• 5) "Crem atory" m eans a s truc tu re  con­
taining a reto rt for the reduction of bodies of 
it'ceased persons to crem ated rem ains.

<61 "Colum barium " m eans a struc tu re  or 
'■■em containing niches for perm anen t inu rn ­
ment of crem ated rem ains in a place used, or 
mended to be used, and dedicated for ceme­
tery purposes.

(7) "Interm ent" m eans the disposition of 
Human rem ains by crem ation, inurnm ent, 
■•momhment or burial.

<8 ' "Crem ation” m eans the reduction of a 
t«idy of a deceased person to crem ated rem ains 
a a crematory.

•9) "Inurnm ent" m eans placing crem ated 
■'■mains in an  urn  and  depositing it in a niche.

(10) "Entom bm ent’" m eans the  placem ent 
|  f human rem ains in a crypt or vault.

*11) '’'B urial" m eans the placem ent of 
'■’‘man rem ains in a grave.

4 ’12) "Grave" m eans a space of ground in a
1$ ‘‘'trial park used, or intended to lie used, for 
|  ’ trial of the rem ains of one person.
j. '13) "Crypt" or "vau lt" m eans a space in a
3 ”■-tusolfum of suffic ien t size used, or intended 
i  he vised, to entom h uncrem ated hum an 
i "nains.
• 114) "Niche" is a recess in a colum barium
- ■ or intended to be used, for the interm ent

of the  crem ated rem ains of one or more per­
sons.

(15) "Cemetery authority” includes ceme­
tery  corporation, association, corporation sole 
or o ther person or persons owning or control­
ling cem etery lands or property.

(16) "Cem etery association" m eans any 
corporation or association authorized by its 
articles to conduct any or all the businesses of 
a cem etery, but does not include a corporation 
sole or a charitahle, eleemosynary association 
or corporation.

(17) "Cem etery business," "cemetery busi­
nesses" and "cem etery purposes" are  used 
interchangeably and mean any business and 
purpose requisite or incident to, or necessary 
for establishing , m aintaining, operating, 
improving or conducting a cemetery, in terring 
hum an rem ains, and the care, preservation 
and em bellishm ent of cemetery property.

(18) "Directors" or "governing body" 
m eans the hoard r;f directors, board of tru s t­
ees, or o ther governing body of a cemetery 
association. . ___

(19) "Lot," "plot" or "burial space" means 
space in a cem etery owned by one nr more 
individuals, an association or fra ternal or 
o ther organization and used, or intended to be 
used, for the perm anent interm ent therein  of 
the rem ains of one or more dr-ceased persons. 
Such term s include and apply with like effect 
to one, or more than  one, adjoining grave, 
crypt, vault or niche.

(20) The term  "plot owner" or "owner" 
m eans any person in whose name a burial plot 
stands as owner of the right of sepulture 
therein  in the  office of the cemetery authority , 
or who holds from such cem etery authority  a 
conveyance of the right of sepulture or a cer­
tificate of ow nership of the right of sepulture 
in a particu lar lot, plot or space.

(21) "Endowm ent care" means the general 
core and m aintenance of developed portions of 
a cem etery and m em orials erected thereon 
financed from the income of a tru st fund 
established and m aintained pursuant to the 
provisions of ORS 97.810 to 97.860. Endow­
m ent care cem eteries owned by a city or a 
county may supplem ent the ir g en t. ! care and 
m aintenance tru s t funds from general reve­
nues.

(22 ) •< ocinl care" is any care in excess of 
viidowed care in accordance with the specific 
direction: of any doner of funds for such pur­
poses. I Ai vended tiv 19S.r, c S4.r» SI, 19*ir> c ”/Jfi * 11
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the bank or tru s t company shall be governed 
bv the provisions of ORS 128.057 and shall 
not lx* required to invest the m onsy according 
to the list approved by th e  St»;o T reasurer. 
\n  officer of the corporation chall fila  w ith  
the Secretary of S tate  on or before April 15 of 
each year a verified s ta tem en t ia  cluolicata 
containing the  sam e in forrra ticn  pzrta in ire r to 
the irreducible fund as provided in  ORS 
07 310 (2) regarding endowm ent care funds. 
The Secretary of S tate  m ay require th e  corpo­
ration to file, as  often as he considers it to be 
necessary, a detailed report of the conditions 
.,nd assets of the irreducible fund.

i3> The in te rest or income arising  from the 
..reducible fund provided for in th is section or 
|,v .n,, oylaws, or so much thereof as is neces- 
-ary. shall be devoted exclusively to the  pres­
ervation and em bellishm ent of the grounds, 
buildings and property of the corpor. ition and 
the lots and space in buildings or grounds sold 
tn the mem bers of the corporation, or to the 
payment of the  in terest or pr.i.ripal of the 
dihts authorized by subsection (5) of th is 
-ection for the purchase of land, erecting 
bmiding-. and im provements. Any surp lus 
thi p*of not needed or used for such purposes 
•Ii.iM he invested as provided in th is section 
.rd -hall become p a rt of the irreducible fund.

•I* A fter paying for the land and the 
, t i  i ' . o n  of the original buildings and improve- 
met.’ - thereon, all the fu ture  receipts and 
in. me of the corporation subject to the provi- 
-loti- in th is  section rela ting  to the creation of 
in irreducible fund, w hether from the sale of 
lots md burial space, crem ation of bodies, 
donations, gifts and o ther sources, shall be 
appl,>s| exclusively to laying out, preserving, 
protecting, em bellishing and beautify ing the 
ccmovry or the  crem atory and grounds th e re ­
of, and the avenues leading thereto , and to the 
••rcitmn of such buildings and im provem ents 
as may Ix* necessary or convenient for ceme- 
•wy or crem atory purposes, and to pay the 
necessary’ expenses of the  corporation.

(51 No debts shall be contracted by such 
corporation in anticipation of any fu tu re  re­
ceipts, except for originally  purchasing the 
•ands authorized to be purchased by it, lay ing 
"ut nr.d em bellishing the ground* ave- 
nues. erec ting  buildings and vault* o*’ cttch 
'•‘nd. and im proving them  for th*  purneas* of 
'hi* corporation. The corporation m ay tzjua 
^>nds or notes for debts so contracted and raoty 
s,*cum them  by way of m ortgage upon any  cd 
lN lands, buildings, property and im prore - 
n'i*nLs excepting lots or space oonvwyod to th*

mem bers. (1969 c 580 196. t97i c.22S 11]
61.765 S e lling  la n d  u n a u ite d  for 

buried*. If in the board of directors' opinion, 
any portion of the lands of a nonprofit corpo­
ra tion  organized and existing solely for the 
purposes of e ither owning or operating  a cem­
e tery  or the  crem ation of dead bodies and the 
bu ria l and care of incinerate rem ains is u r  ■ 
su itab le  for bu ria l purposes or o th er purposes 
of the corporation, the board of directors may 
sell such portion and apply the proceeds to the 
genera! purposes of such corporation in the 
sam e proportion and m anner as provided by 
ORS 31.005 to 61.125, 61.131 to 61.370, 
61.375 to 61.481 and 61.505 to 61.950. (1959 
c.530 9971

61.770 B u ria l lo ts  o r  sp a c e ; u se , 
e x e m p tio n  from  ta x a tio n , e x e c u tio n  a n d  
lien s; lien  fo r  p u rc h a s e  p r ic e  of g ra v e ­
s to n e . B urial lots or space fcr buria l of incin­
e ra te  rem ains in buildings or grounds sold by 
a nonprofit corporation organized and existing 
solely for the purposes of e ith e r ow ning and 
operating  a cem etery or crem ating dead bodies 
and hurving and caring for inc inerate rem ains 
shall bo for the sole purpose of in te rm en t or 
deposit and safekeeping of inc inerate rem ains. 
Such lots or space shall be exem pt from tax a ­
tion, execution, a ttachm en t or o ther lien or 
process, if used as intended by the pu rchaser 
thereof from such corporation, or his assigns 
or represen tatives, exclusively for buria l 
purposes, and  in no wise with a view to profit. 
The vendor of any gravestone, however, shall 
not be prevented from having and enforcing a 
lien thereon for all or part of its purchase 
price. If a su it is brought to enforce such a 
lien, the  decree the re in  is enforceable th e rea f­
ter; and, for the purpose of enubling the lien 
la  be had and enforrcd, the gravestone shall 
be deemed personal property and may be 
severed and removed, under execution and 
order of sale, from the  lot where it is s itua ted  
and m ay be sold in the  sam e m nnner as any 
o th er personal property. (1969 c 580 »9fl)

61.775 R e c o rd in g  p lan ; p o w e r  to  
im p ro v e  n n d  r e g u la te  g ro u n d * . A nonprofit 
corporation organized and existing solely for 
the purposes of owning and operating a ceme­
te ry  or c rem ating  dead bodies and burying 
and caring  for inc inerate  rem ains shall cause 
a p lan  of it* land and grounds and of the lota 
laid out by it and of the  niches or burial spoon 
in  the bu ild ings erected thereon to be made 
and recorded in the county in which such 
ground* and land are  located, auch lota or



\
HEALTH AND SAFETY CODE 

DIVISION 7. DEAD BODIES 
PART 1. GENERAL PROVISIONS

C h a p t e r  1. D e f i n i t i o n s

7000. The definitions in this chapter apply to this division and to 
divisions 8 and 9 of this code.
7001. “Uuinan remains” or “remains" means the body of a deceased 

erson, and includes the body in any stage of decomposition and crem ated 
:mains.
7002. "Crem ated remains" means human remains after incineration 

nd necessary processing under Section 7054.1 in a crematory.
7003. "Cem etery" means uny one, or a combination of more than one, 

f the following, in a place used, or intended to be used, and dedicated, 
>r cemetery purposes:
(a) A burial nark, for earth interments.
(b) A mausoleum, for crypt or vault interments.
(c) A crem atory, or a crem atory and Columbarium, for cinerary 

itermcnts.
7(XM. "Burial park" means a tract of land for the burial of human 

nnains in the ground, used or intended to be used, and dedicated, for 
nnetcry purposes.
7(X)5. Except in Part 5 of Division 8 of this code, “mausoleum" means 
structure or Building for the entom bm ent of human remains in crypts 
r vaults in a place used, or intended to be used, and dedicated, for 
im ctery purposes.
7006. "C rem atory" means a building or structure containing one or 

tore furnaces for the reduction of bodies of deceased persons to crem ated
tmnins.
71X17. Except in Part 5 of Division 8 of this code, "columbarium" means 
structure, room, or other space in a building or structure containing 
.dies for inurnm ent of crem ated human remains in a place used, or 
tended to be used, and dedicated, for cem etery purposes.
7(X)8. "Crem atory and columbarium” means a building or structure 
attaining both a crem atory and columbarium.
7009. "In term en t" means the disposition of human remains by 
urnmcnt, entom bm ent, or burial in a cemetery or, in the case of 
cmated remains, by inurnm ent, entombm ent, burial, or burial at sea ns 
ovided in Section 7117.
7010. “Crem ation" means the reduction cf the body of a deceased 
:rson to crem ated remains in a. crematory and the placement of the 
cmated remains in a grave. Vjult or niche or burial at sea as provided 
Section 7117 of this code.

7011. "Inurnm ent" means placing crem ated remains in an urn and 
acing it in a niche.
7012. "Entom bm ent" means the placement of humnr, remains in a 
ypt er vault.
701.3. "Burial" means tlie placement of human re.nr ins in a grave.
7014. "Crave" means a space of ground in a burial park, used, or 

itended to be used, for burial.
7015, "Crypt” or "vault” means a space in a mausoleum of sufficient 
/_o, used or intended to be used, to entomb (incremated human remains. 
7010 "Niche" means a space in a columbarium used, or intended to be

used, for inurnment of crem ated human remains.
7017: "Temporary receiving vault" means a vault used or intended to 

be used for the temporary placement of human remains.
7018. "Cemetery authority” mcludes cem etery association, 

corporation sole, or other person owning or controlling cem etery lands or 
property. '. ' .
. 7019. "Cemetery corporation," "cem etery association," or "cem elery 
corporation or association" mean any corporation now or hereafter 
organized which is or may be authorized by its articles to conduct any one 
or more or all of the businesses of a cem etery, bur do not mean or Include 
a corporation sole.

7020. "Cem etery business,” "cem etery businesses," and "cem etery 
purposes" are used interchangeably and mean any and all business and 
purposes requisite to, necessary for, or incident to, establishing, 
maintaining, operating, improving, or conducting a cemetery, interring 
human remains, and the care, preservation, and embellishment of 
cem etery property, including, but not limited to, any activity or business 
designed for the benefit, service, convenience, education, or spiritual 
uplift of property owners or persons visiting the cemetery.
^-7021. “ Directors" or "governing body” means the board of directors, 
board of trustees, or other governing body of a cem etery association.'

• ~Jf022. "Lot,” “plot," or "in term ent plot” means space in a cemetery, 
•A '''“"used or intended to be used for the interm ent r f  human remains. Such 

terms include and apply to one or m ore than one adjoining graves, one or 
more than one adjoining crypts or vaults, or one or more than one 
adjoining niches.

7023. “Plot owner,” "owner,” or "lot proprietor” means any person in 
whose name an interment plot stands of record as owner, in the office ol 
a cem etery authority.

7024." "Perm it for Disposition of Human Remains” includes "burial 
perm it” and is a permit, issued pursuant to law, for the interm ent, 
disinterment, removal, reinterm ent or transportation of human remains.

DIVISION 8. CEMETERIES i
PART 1. GENERAL PROVISIONS

C h a p t e r  I .  C e m e t e r y  D e f i n e d  , . !
x  8100, gix or more human bodies being buried at one place constitute

"The |dacc a cemetery.

C h a p t e r  2. V a n d a l i s m

8101. (a) Every person is guilty of a misdemeanor and punishable by
a fine of not less than two hundred fifty dollars ($250) nor more than one 
thousand dollars ($1,000), or by imprisonment in the county jail for not 
exceeding one year, or by both, who maliciously does any of the following:

(1) Destroys, cuts, mutilates, effaces, or otherwise injures, tears down, 
or removes any tomb, monument, memorial, or marker in a cemetery, or 
any gate, door, fence, wall, post or railing, or any inclosure for the 
protection of a cemetery or any properly in a cem etery.

(2) O b l i t e r a t e s  any  g r a v e ,  v a u l t ,  n i c h e ,  o r  crypt.
(3) Destroys, cuts, breaks or injures any building, statuary, 

ornamentation, tree, shrub, or plant within the limits of a cemetery.
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Juneaia. Alaska 99811 
465-3720

tlay 1 9 ,  1 9 8 4

T o : R e p .  J o h n  C o w d e r y

C h a i r m a n /  L a b o r  a n da n d  Ci

w

m m e r c e

F r o m : R e p .  J o e  H a y e s  

S p e a k e r

R e : H B  4 81

H B  4 8 1  r e l a t i n g  t o  c e m e t e r y  a s s o c i a t i o n s  i s  b e i n g  r e f e r r e d  t o  

y o u r  c o m m i t t e e  t o d a y .  T h i s  b i l l  is  a l m o s t  i d e n t i c a l  t o  t h e  

H o u s e  L a b o r  a n d  C o m m e r c e  v e r s i o n  o f  H B  5 6 9  w h i c h  y o u  p a s s e d  
e a r l i e r  t h i s  s e s s i o n .

I w o u l d  a p p r e c i a t e  y o u r  q u i c k  a c t i o n  o n  S B  4 8 1 .

T h a n k s .



MAY 22, 1984

TO: JOHN

FROM: KEN

RE: SB 481 RELATING TO CEMETARY ASSOCIATIONS

SB 481 IS DESIGNED TO UPGRADE STATUTES WHICH COVER 

CEMETARY ASSOCIATIONS, NON-PROFIT CEMETARY CORPORATIONS 

AND CEMETARY LOTS. THIS BILL IS ALMOST IDENTICAL TO HB 

569 WHICH THIS COMMITTEE PASSED EARLIER THIS SESSION. HB 569 

HAS ALSO BEEN PASSED ON THE FLOOR. IT IS MY 

UNDERSTANDING THAT THE STATUTES GOVERNING CEMETARY 

OPERATIONS HAVE NOT BEEN REVISED SINCE THEY WERE 

ORIGINALLY ADOPTED IN 1949 DURINC TERRITORIAL DAYS. THE 

BILL WOULD GIVE THOSE OPERATING IN THE INDUSTRY MORE 

FLEXIBILITY IN DEALING WITH CONSUMERS IN TODAYS MARKET.



*

STATE OF ALASKA 1984 LEGISLATIVE SESSION 
. FISCAL NOTE

Revision Date: February 14, 1984 |

FISCAL DETAIL 
Agency Affected: Commerce and Economic Dev .

REQUEST
Bill/Resolution No.: SB 481_______
Title: An Act relating to Cemetery Program Category Affected: Consumer 

Associations _  _ Prote ction
Sponsor; Senator Kerttula 
Requestor:________________________

Date of Request:_

BRU, Program or Subprogram^) Affected: 
Banking, Securities and Corporations

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 1 FY 89

OPERATING 1

100 PERSONAL SERVICES 1

200 TRAVEL 1

300 CONTF.ACTUAL 1

<t00 SUPPLIES
.. . j

500 CQUiPMENT 1
600 LAND L STRUCTURES 1
700 GRANTS, CLAIMS 1
800 MISCELLANEOUS * 1
TOTAL OPERATING - 0 - - 0 - - D  - - U - - 0 - | - 0 -

I CAPITAL - 0 - - ! 1 - | - 0 - - 0 - I - u - 1 - U -

! REVENUE - U - -  o - - U - - 0 - 1 - u - i - u -

FUNDING: (Thousands of Do! ars)

CENERAL FUND i 1
FEDERAL FUNDS 1 1
OTHER 1

_T_

TOTAL - u - - 0 - - u - , - U - .. rr-- j-1 - u -

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

|
j
1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL.:

ANALYSIS: Attach a .separate Dage for analysis

Prepared By: Willis F. Kirkpatrick. Director

Division: Banking, Securities and Corporaf/ions

Approved by Commissioner: Richard A / L y o n
Agency: Commerce and Economic Development

Phone: 465-2521 

Date: 2/14/84 ~

Date:

Distribution (by Agency nr. oaring fiscal note):
Legislative Finance
Legislative Sponsor # _

Requestor
Office of Management and Budget

Impacted Agency(ies) 3 5 ^ ,  | O o T g .  , , A ,





STATU OF ALASKA 1904 LEGISLATIVE SESSION
FISCAL NOTE

[Revision Oato:

SB 517
FISCAL ucin iL  
Agency A f fe c te d : Labor

REQUEST
B i l l / R e s o l u t i o n  No.:  _______ ___________________________________
T i t l e :  "An Act r e l a t i n g  to Workers 'P rogram Category A f fe c t e d :

Compensation;  and p ro v id in g  . . P r o t e c t i o n
Pub lie

Sponsor:  Labor and Commerce
R eques tor ;  Senate liES?T
Date o f  Reques t :  04 /03/84

BRU, Program o r  Subprogram!s) A f fec ted :  
Workers '  Compensation__________________

OPERATING
FV 84 ■ F r a s FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 
700 TRAVEL 
TOO CONTRACTUAL 
'*00 SUPPLIES 
500 EQUIPMENT 
COO LAND h STRUCTURES 
700 GRANTS, CLAIMS 
flOO MISCELLANEOUS 1
I T jT/uTO pE ffATTRtT 0 0 0 0 0 . Q

I CAPITAL

REVENUE

FUNDING: (Thousands o f  Dol1a r s )
GENERAL FUNU 0 0 0 0 0 0
FEOERAL FUNDS
OTHER
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
------------------------------------------------------- p---------------------------------------------------------------------------------------- -------- ---------- — —

N/A

ANALYSIS: A t tach  a s e p a r a t e  page f o r  a n a l y s i s - ---------------

Prep a red By: ^.1,-icqiiol vn McC 1 i n lock : 4G5- 2 7 9 0 _____
D i v i s i o n :  Workers '  Compensation /  /  , - Q  Date:  04/03/34

a  X / , / ,  / & : / •Approved by Commissioner:  j j nl Robison u '"} v Date:  04/0.1/04
Agency: Dep ar tm en t  of Labor_______________________

LEG:A:42
D i s t r i b u t i o n  (by Agency p re p a r in g  f i s c a l  n o t e ) :

L e g i s l a t i v e  F inance  
L e g i s l a t i v e  Sponsor 
R eques to r
O f f i c e  o f  Management and Budget 

. Impacted Anoncy( ies )  12 /1 /83



MAY 15,  1984

TO: JOHN

FROM: KEN

RE: SB 517 RELATING TO WORKERS COMPENSATION

SB 517 IS DES IGN^ TO TSHBB SOLVE THE PROBLEMS OF 

INCONSISTENCY OF TIME PERIODS WHICH NOW EXIST IN THE 

WORKERS COMPENSATION ACT. THE END DESIRED RESULT WOULD 

BE LESS CONTROVERTED WORKER COMPENSATION CLAIMS.

A DETAILED SECTIONAL ANALYSIS HAS BEEN PROVIDED AND I 

WOULD NOW ASK THE DEPARTMENT OF LABOR TO COME FORWARD 

AND CO THROUGH THE BILL WITH THIE COMMITTEE.



Section-By-Section Analysis

HCS CSSB 517 ( L&C)

Sec t ion  1. This  s e c t i o n  r e q u i r e s  t h e  p h y s i c ia n  r e n d e r in g  t r e a t m e n t  t o  f i l e  a 
medical r e p o r t  w i th in  14 days fo l low in g  t r e a t m e n t  i n s t e a d  of 20 days.

S ec t io n  2.  This  s e c t i o n  ex tends  t h e  maximum t ime p e r io d  f o r  an employer to  
n o t i f y  t h e  board and employee t h a t  t h e  payment of  compensat ion  has begun or has 
been i n c r e a s e d ,  d e c r e a s e d ,  suspended ,  t e r m i n a t e d ,  resumed,  or  changed in  t y p e ,  
from 14 days t o  28 days.

Sec t ion  3.  This s e c t i o n  ex tends  t h e  maximum t ime p e r io d  f o r  an employer to  
f i l e  a c o n t r o v e r s io n  from 14 days t o  21 days from d a te  of knowledge of t h e  
a l l e g e d  i n j u r y  o r  d e a t h ,  o r ,  i f  payments have begun, w i th in  7 days a f t e r  an 
i n s t a l l m e n t  or  compensat ion  payab le  w i thout  an award i s  due.

Sec t ion  4.  This s e c t i o n  s h o r t e n s  t h e  maximum t im e  p e r io d  f o r  an employer to  
pay compensation to  an i n j u r e d  worker from 28 days t o  21 days.

Sec t ion  5. Provides  f o r  an e f f e c t i v e  d a t e  of  J u l y  1, 1984.

ANALYSIS

The proposed l e g i s l a t i o n  r e c t i f i e s  many of t h e  incom pa t ib le  and i n c o n s i s t e n t  
t ime p e r io ds  p r e s e n t l y  e x i s t i n g  in t h e  Workers '  Compensation Act.  The b i l l  
changes t h e  maximum t im e p e r io d s  to  f i l e  p h y s i c i a n ' s  n o t i c e  of t r e a t m e n t ,  f i l e  
n o t i c e  of c o n t r o v e r s i o n ,  pay compensation b e n e f i t s  to  i n j u r e d  workers and to  
n o t i f y  t h e  board and employee on t h e  payment s t a t u s  of workers '  compensation 
b e n e f i t s .

C u r r e n t l y ,  t h e  employer has a maximum t ime p e r io d  of 28 days to  pay compensa t ion ,  
but  on ly  14 days to  c o n t r o v e r t  a c l a im .  A f u r t h e r  c o n f l i c t  in  making a
d e te r m in a t io n  to  e i t h e r  pay o r  deny i s  t h e  t ime p e r io d  of .20 days f o r  the
p h y s ic ia n  to f i l e  n o t i c e  of t r e a t m e n t  v e r i f y i n g  t h a t  t h e  i n j u r y  i s  work connected  
and t h a t  the  worker i s  unable  to  work.  This l e a v e s  l i t t l e  or  no t ime f o r  the  
em p lo y e r / i n s u r e r s  to  make an informed d e c i s i o n  t o  accept  or  deny the  c l a im .  As 
a r e s u l t ,  many e m p l o y e r / i n s i d e r s  c o n t r o v e r t  c la im s  which u n n e c e s s a r i l y  d e lay s  
payment of  cormeiisat ion fo r  a longe r  pe r io d  than  th e  a d d i t i o n a l  7 days proposed 
under  t h i s  l e g i s l a t i o n  to  i n v e s t i g a t e  t h e  c la im .

This l e g i s l a t i o n  wil l  r e q u i r e  the  p h y s i c ia n  to  f i l e  t h e  medical r e p o r t  w i th in  14 
days ins teac  of 20. The t ime p e r io d  to  f i l e  a c o n t r o v e r s io n  w i l l  be extended 
t o  21 days ns tead  of 14 days and t h e  maximum t ime to  pay ccmpensa tion w i l l  be
shor tened  from 28 to  21 day s .  In o th e r  words ,  t h e  p h y s ic ia n  must f i l e  t h e
medical  repo* t  w i th in  14 days and the  i n s u r e r  must e i t h e r  pay or c o n t r o v e r t  t h e
c la im w i th in  21 days .



The proposed amendment al lows an a d d i t i o n a l  14-day g race  per iod  f o r  the  em ployer/  
i n s u r e r  to  n o t i f y  th e  board and employee on t h e  payment s t a t u s  of workers '  
compensa t ion  b e n e f i t s  by ex tend ing  t h e  maximum t ime per iod  from 14 
days t o  28 days to  f i l e  compensation r e p o r t s .

C: 10



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

r'+r.x: t -  f. J-

Revision Date:

Public

REQUEST HCS f o r  FISCAL DETAIL
B i l l / R e s o l u t i o n  No.: CS SB 517(L&C)Agency A f fe c te d :  Labor 
Title: "^n Act r e l a t i n g  to"Lo rke rs 'P rog ram  Category  Affec ted
Compensation; and p ro v id in g .  . 7T P r o t e c t i o n  

Sponsor:  Labor and Commerce ~  BRU, Program o r  Subprogram!s) A f fe c t e d ”
Requestor; House Labor & commerce Workers1 Compensation____________________

Date of Request: b/lu/84 ________________________________________________

EXPENDITURES/REVENUES: (Thousands of

OPERATING

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 
300 CONTRACTUAL 

<(00 SUPPLIES 
500 EQUIPMENT 

600 LAND & STRUCTURES 
700 GRANTS, CLAIMS 
800 MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

f CAPITAL

I REVENUE | |

FUNDING: (Thousands of D o F ars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

U 0 0 0 0 0

_______ __

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: 

N/A

ANALYSIS

Prepare1
division

ach a separate page for analysis 

vn McClintock_____________
Workers' Comperisation

Approved by Commissioner^  Jjm RobQon^*^ 
Agency: Department of Labor_____________________

LEG:A :45
Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies)

Phone: 465-2790 
Dafe: 5/10/84

Date: 5/10/84

12/1/83
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, STATC OF ALASKA 1984 L EG I SLAT I VC SCSSION
FISCAL NOTE

'"-i*

REQUCST FISCAL DETAIL
B i l l / K e s o l u t i o n  No.:  CSf.B 525 "Agency A f fe c t e d :^  A]J_
T i t l e :  "An Act ro  1 aTTiiy to

Unemployment I n s u r a n c e 1*"________
Sponsor ;  S e n a te  Labor/Commerce 
Requ es to r ;  S ena te  F inance______

Program Category  A f f e c t e d :___A1

UIUI, Program or S u b p r o g r a m ^ ) Affected: 

All

Date o f  Reques t :  April  25,  1904

OPERATING
r r s t " FV 85 f Y.b g F T u /  ■ ' " T V  88 " FY 89

100 i'LRSONAL SERVICES
700 TRAVEL
300 CONTRACTUAL
'ton supplies
500 EQUIPMENT 
f.00 LAND & STRUCTURES 

700 CRANTS, CLAIMS 
IWO MISCELLANEOUS

_ m j ' l & U • _ ‘118.6 526.6

TUIAL OPCRAIING 169.1 463.3 618.6 51 ' .4 W . f i

! CAPITAL ! I

c RLVLNUL I

FUNDING: (Thousands o f  D o l l a r s )
general runi)
FEDERAL FUNDS
OTHER

TOTAL

126.8 3 4 / . 5 389 .0 .391.8 395 .0
11.8 32.4 36.3 36 6 35 .9
30.5 83 .4 93.3 9 4 .0 94.7

169.1 . . . . .5 1 0 .G 622.4 526 6

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSCT FISCAL IMPACT OF DILI.:
P e r so na l  S e r v i c e  b e n e f i t s  would i n c r e a s e  f o r  a l l  ag e n c ie s  based on t h e  
p r o j e c t e d  i n c r e a s e  in unemployment i n s u r a n c e  pa id  to  e x - s t a t e  employees 
and s e a s o n a l  employees .

ANALYSIS: A t t a c h  a sj}pj^r0c j^ago f r> r^ o na ly s i s
y|y[7 M  V* /

Prepa red  By: n f,i„i w Sboy , Phone:_465-271?
Division: rmiiinympnt S n m r  ij »■. Divi,?;, jrnT^ Date:

Approved by Conai i i ss i oner : nl i hiL if Date :  'j h s ’/X 'j
Aor 'Cyi I nl.nr____________________________________________  / /

I.FG:A:4
D i s t r i b u t i o n  (by Agency p r e p a r i n g  f i s c a l  n o t e ) :

Legislative Finance 
Legislative Sponsor

R e q u e s to r  / j
O f f i c e  o f  Management and Budget / / ^ ~
Impactod A q e n c y ( ie s )  1 2 /1 /8 3



STATC 0I: ALASKA 1984 LIGIGLATIVC SC55ION
FISCAL NOTE

FJ_5CAL 1)CTAJJL . '

Agency A I T e c L e d L a b o r ____________________

Program Category Affected: Sueia 1 Services

RrgiicsT
linT/Keso 1 ut ion N o .: CSf.B 

Title: "An Act relaClTiTTTu

Unemp 1 oyment Insurancejr" _______ _______________ __________
Sponsor; Sen ate T a bor/Commerce OKU, Program ur Subpruyraiii(s) At I opted: 

Deques tor: Senate Finance _  employment Security, Unemployment

Date of Request: April 2b, 1984" ~ I n s u r ance____________________________________

EXrcriniTURCS/REVrrJUES: (Thousands of D o l l a r s )

F r p  F yT 5  F y - fib rr h /

LA NI AL

FUND INC,: (Thou

Or NFMAI FUNO 

FEDERAL, .UJW/V 

O I I i l K

total

OPERATING

Kl VLNUL

100 PERSONAL s e r v ic e s

:0 0  TRAVEL

300 CONTRACTUAL

'•0 0  SUPPLIES

5 0 0  CCUIPMENT
COO LAND 4 STRUCTURES

/00 CRANTS, CLAIMS

uoo MISCELLANEOUS 

TOTAL OPFFATTTTc,

11

POSITIONS:

FULL-TIME

PART-TIME

ITMPORARY

•

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF DILL:

Federal funds will be requested to fund reprogramming of automated programs. 

[125 hours x $40 per hour.]

ANALYSIS: Attach a, sopa,rato,pacje^for analysis

tJ l ' S '
Prepared ,y:"

Division: . ........ ............ . _

,, r . . f f i Q s -  h
Approved by Cummissloner: ,iiiri p(lh i _____________

Agency:__ ^  QlL______________________________________

l.rG:A:5
Distnbul ion (l,y Ayenry preparing fiscal note): 

Legislative rinancc 

legislative Sponsor 

Requestor
fl f  f  I »  a  r* r  M «»• A o n n t A i i  f  3 »• I P m i Im a  f

Phonc:_

Date:
J G 5  rZZIZ

o o i o  - A h f M



Page 2 F i s c a l  Note  CSSB 525 ( F i n )  
D e p a r tm e n t  o f  L ab o r

The f o l l o w i n g  a s s u m p t io n s  were  made i n  p r e p a r i n g  th e  
f o r e c a s t e d  c o s t s :

1 .  S t a t e  emp loyment  w i l l  c o n t i n u e  t o  i n c r e a s e  t h r o u g h  
FY 1986,  T h e r e a f t e r ,  s t a t o  emp loyment  w i l l  l e v e l  o f f  
w i t h  c o n s o l i d a t i o n  o f  a d m i n i s t r a t i v e  j o b s  and b e l t  
t i g h t e n i n g  b e in g  o f f s e t  by  j o b s  based on i n c r e a s e d  
p o p u l a t i o n .

2 .  T h e re  i s  no wage i n c r e a s e  f o r  c a l e n d a r  y e a r  1984 .
The wages t h r o u g h  FY 1986 r e f l e c t  th e  r e c e n t  ag ree m e n t  
w i t h  APEA. A 5 p e r c e n t  y e a r l y  i n c r e a s e  c o n t i n u e s  
t h r o u g h o u t  t h e  r e m a in d e r  o f  th e  f o r e c a s t  p e r i o d .

3 .  As p r o v i d e d  i n  t h i s  b i l l ,  t h e  maximum w e e k ly  b e n e f i t  
amount p a id  f o r  u n e m p lo y e n t  i n s u r a n c e  c l a i m s  w i l l  i n c r e a s e  
f ro m  $156 t o  $188,  e f f e c t i v e  O c to b e r  1 ,  1984.

As a r e s u l t ,  th e  S t a t e  o f  A la s k a  w o u ld  be r e q u i r e d  t o  pay 
more  i n  i t s  p e r s o n a l  s e r v i c e  b e n e f i t  c o s t s  f o r  unemp loyment  
i n s u r a n c e .  The t o t a l  amount o f  t h e  i n c r e a s e d  c o s t s  (w h ic h  
w o u ld  a f f e d  a l l  D e pa r tm en ts  i n  t h e  S t a t e )  i s  p r o j e c t e d  f rom  
p a s t  e x p e r i e n c e  and a c o m p u te r i z e d  m o d e l i n g  t e c h n i q u e .  The 
e s t i m a t e d  i n c r e a s e  i n  th e  a v e ra g e  payment u s i n g  t h i s  method 
i s  12.7%. T h i s  i n c r e a s e  w ou ld  n o t  u c c u r  i m m e d ia t e l y  i n  
FY ' 8 5 ,  because  c l a i m a n t s  a re  p a id  f o r  an e n t i t ' 1 y e a r  a t  
t h e  r a t e s  i n  e f f e c t  when t h e y  f i r s t  c l a i m  b e n e f i t s .  The 
t o t a l  e f f e c t  o f  th e  i n c r e a s e  w o u ld  n o t  be f e l t  u n i t l  FY ‘ 87.



^ ^ l o j r n e m  5vvinii> Division
J D N t A I  ’ 

EXECUTM£r!d3h2&>h 1984

.S. Department of Labor

M E M O R A N D U M  DOR: D E S I G N A T E D  E M P L O Y M E N T  SECURITY" A G E N C Y ”

'—  A l a s k a  -  J o h n  W. S h a y

I d a h o  -  S c o t t  B. M c D o n a l d

O r e g o n  -  Raymond P. T h o r n e

W a s h i n g t o n  - Nbrward J. B r o o k s

SUBJECT: R e v i s i o n  o f  Between Ib r m s  D e n i a l  Provisions 

R e q u i r e d  b y  P.L* 93-21

T h i s  is a f o llcw-up to e a r l i e r  di s c u s s i o n s  and c o r r e s pondence with 

i n d i v i d u a l  S t a t e s  in this region r e g a r d i n g  the p r o v i s i o n s  of F.L.

98-21. T h e  n a t i o n a l  o f f i c e  Iras c o m p l e t e d  its analysis o f  c u r rent State 

l a w  p r o v i s i o n s  and its d e t e r m i n a t i o n  o f  w h a t  S t a t e s  need to d o  to b r i n g  

their laws into c o n f o r m i t y  w i t h  P.L. 98-21., T h e y  are a l s o  requesting 

o u r  a s s i s t a n c e  in c o n firming i n f o r m a t i o n  p e r t a i n i n g  to the grace period 
a l l o w e d  b y  S e c t i o n  521 (b)(2) o f  P.L. 98-21.

Se c t i o n  521(a)(2) o f  P.L. 93-21 a m e n d e d  S e c t i o n  3304(a)(6)(A) of R J T A  

to p r o v i d e  as follows:

"Clauses (ii)(l), (iii), and (iv) o f  such sections are each 

a m e n d e d  b y  s t r i k i n g  c u t  "may b e  d e n ied" a n d  inserting in lieu 

• t h e r e o f  "shall b e  d e n i e d " .

T ni s  a m endment m e a n s  that the S tates no l onger h a v e  the o ption of 

a p p l y i n g  these clauses, b u t  instead must d o  so a s  a  c o ndition for 

c e r t i f i c a t i o n  o f  tire State law. Accordingly, for consistency with 

these n e w  requirements in a m e nded S e c t i o n  3304(a)(6)(A). all States

o  D e n y  b e n e f i t s  b a s e d  o n  non p r o f e s s i o n a l  services p e r f o r m e d  b y  

e m p l o y e e s  o f  educat i o n a l  institutions b e t w e e n  terms uider clause 

(ii) (and a l s o  p r o v i d e  for r e t r o a c t i v e  p a y m e n t  for these employee 
as  specified);

o  D e n y  b e n e f i t s  on a n y  services p e r f o r m e d  b y  employees of

e d u c a t i o n a l  institutions d u r i n g  v a c a t i o n  or lroliday p e r iods under 
cl a u s e  (iii);

o  D e n y  b e n e f i t s  b a s e d  o n  airy serv i c e s  p e r f o r m e d  b y  employees of 

e d u c a t i o n a l  service agencies w h o  p e r f o r m  such services in an

m u s t :



e d u c a t i o n a l  institution b o t h  b e t ween terms and d u r i n g  vaca t i o n  or 

h o l i d a y  p e r i o d s  u r d e r  c lause (iv).

In addition, S e c t i o n  521(a)(1) of P.L. 98-21 a m e n d e d  S e c t i o n  

3304(a)(6)(A), FUTA, b y  a d d i n g  n e w  clause (v) as follows:

"(v) w i t h  r e s pect to s e r v i c e s  to which S e c t i o n  3309(a)(1) applies, 

if such services are p r o v i d e d  to or o n  b d a a l f  of a n  educational 

institution, c o m p e n s a t i o n  may b e  d e n i e d  u n d e r  the same 

c i r c u m s t a n c e s  as d e s c r i b e d  in clauses (i) thru (iv), and..."

N e w  c lause (v) is not m a n d a t o r y  b u t  rather gi v e s  States the o p t i o n  to 

a p p l y  t he d e n ials in c l a uses (i) t h r o u g h  (iv) to e n ployees of nonprofit 

o r g a n i z a t i o n s  or g o v e r n m e n t  entit i e s  w h o  p r o v i d e  serv i c e s  to or on 

b e h a l f  o f  e d u c a tional institutions. However, if a d o pted b y  a  State 

c l a u s e  (v) mus t  b e  accepted in to to and must b e  applied e q u a l l y  to bot h  

p r o f e s s i o n a l  a n d  n o n p r o f e s s i o n a l  services.

T h e  c h a n g e s  mad e  b y  S e c t i o n  521(a)(1) and (2) o f  P.L. 98-21 wil l  b e c o m e  

e f f e c t i v e  for c ompensable w e e k s  b e g i n n i n g  on or a f t e r  Ap r i l  1, 1984. 

However, there may b e  tin e x c e p t i o n  to the April 1, 1984, e f f e c t i v e  

date. C e r t a i n  States, d e p e n d i n g  on when their legislatures cure in 

s e s s i o n  may b e  allowed a d d i t i o n a l  time after A p r i l  1, 1984, to amend 

their State laws. Specifically, S e c t i o n  521(b)(2) of P.L. 98-21 

p r o v i d e s  that:

"In the case of a State w i t h  respect to w h i c h  the S e c r e t a r y  of 

La b o r  lias d e t e r m i n e d  tha t  State legislation is required in order 

to comply wit h  the a m e n d m e n t  made b y  this section, t h e  amendment 

m a d e  b y  this s e c t i o n  shall ap p l y  in the case of c o m p e n s a t i o n  pai d  

for w e e k s  which b e g i n  o n  or after April 1, 1934, and a f t e r  the end 

o f  the first s e s sion of the Stale legislature wh i c h  b e g i n s  after 

t he date o f  the e n a c t m e n t  o f  this Act, or w h i c h  b e g a n  pr i o r  to the 

elate of the enactment o f  this Act and rema i n e d  in s e s s i o n  for at 

least twenty five cale n d a r  clays after such dat e  of enactment. For 

p u r p o s e s  o f  the p r e c e d i n g  sentence, the term 'session' m e a n s  a 

regular, special., budget, or other s e s sion of a State 

legislature."

T h i s  means that States h a v e  un t i l  the end o f  the first legislative 

s e s s i o n  which b e g i n s  af t e r  A p r i l  20, 1983, (the d a t e  of e n a c t r e n t  of 

P.L. 98-21), or April 1, .1.904, w h i c h e v e r  is later, to am e n d  their law. 

If the State Legislature w a s  in s e s sion o n  April 20, 1983, and remained 

in s e s s i o n  for at least 25 c a l e n d a r  days, the State h a s  until the end 

o f  that session or April .1, 1934, w h i c h e v e r  is later. T h e  term session 

is d e f i n e d  in P.L. 98-21 a s  a  regular, special, b u d g e t  or o t h e r  session 

o f  the legislature. It is irrelevant w h e ther the l egislature actually 

incots car w h e t h e r  it is in recess. It is only required that the



legislature be in session.

W e  request that you;

(1) R e v i e w  the atta c h e d  s u m m a r y  and v e r i f y  t h e  accuracy of the 

l e g i s l a t i v e  s e s sion dates.

(2) If c o r r e c t i v e  l e g i s lation is not b e i n g  sought, summarize h o w  the 

St a t e  intends to r emedy t he issues d e s c r i b e d  in the summary.

(3) P r o v i d e  t h e  information req u e s t e d  above, in writing, w i t h i n  14 

d a y s  o f  r e c e i p t  o f  this letter. T h i s  i n f o r m a t i o n  is needed in 

o r d e r  for the S e c r e t a r y  of labor to ta k e  t h e  g r a c e  period 

d e t e r m i n a t i o n  and for c e r t i f i c a t i o n  required b y  the S e c r e t a r y  for 

■ 'empSyek tax credits and St a t e  a d m i n i s t r a t i v e  grants.

1V\S) —

ROBERT F/ J O H N S O N  
A s s o c i a t e • R e g i o n a l  A d m i n i s t r a t o r  

fob U n e m p l o y m e n t  Insurance

E n closure



A L A S K A

S t a t u s  o f  B e t w e e n / W i t h i n  T e r m s  D e n i a l  P r o v i s i o n s  R e q u i r e d  b y  P . L .  

5 3 - 2 1

S e c t i o n  5 2 1 ( a ) ( 2 )  o f  P . L .  9 8 - 2 1  a m e n d e d  S e c t i o n  3 3 0 4 ( a ) ( 6 ) ( A )  o f  

t h e  F e d e r a l  U n e m p l o y m e n t  T a x  A c t  t o  m a k e  c l a u s e s  ( i i )  t h r o u g h  

( i v )  m a n d a t o r y  r a t h e r  t h a n  o p t i o n a l .  F o l l o w i n g  i s  t h e  s t a t u s  of  

t h e  i m p l e m e n t a t i o n  o f  t h o s e  c l a u s e s  i n  A l a s k a ' s  e m p l o y m e n t  

s e c u r i t y  l a w .  a c c o r d i n g  t o  o u r  C o m m e r c e  C l e a r i n g  H o u s e  ( C C H )  

r e p o r t s .

T h e  A l a s k a  e m p l o y m e n t  s e c u r i t y  l a w  c u r r e n t l y  d o e s  n o t  i m p l e m e n t  

e i t h e r  o f  t h e  t h r e e  c l a u s e s  t h a t  a r e  n o w  m a n d a t o r y .

C o n s e q u e n t l y ,  a l l  t h r e e  c l a u s e s  m u s t  b e  e n a c t e d  b y  A p r i l  1. 1 9 8 4 ,  

s i n c e  A l a s k a  d o e s  n o t  h a v e  a g r a c e  p e r i o d  w h i c h  e x t e n d s  b e y o n d  

t h e  A p r i l  1. 1 9 8 4  e f f e c t i v e  d a t e .

A l a s k a  h a s  n o  g r a c e  p e r i o d  b e c a u s e  i t s  l e g i s l a t u r e  c o n v e n e d  o n  

J a n u a r y  1 7,  1 9 8 3  a n d  a d j o u r n e d  J u n e  2 7,  1 9 8 3 ,  m o r e  t h a n  2 5  d a y s  

a f t e r  A p r i l  2 0 ,  1 9 8 3 ,  t h e  d a t e  P . L .  9 8 - 2 1  w a s  e n a c t e d .



M E M O R A N D U M S t a t e  o f  A l a s k a
t o :  Ken Johnson

Administrative Assistant 

Representative Cowdery's Office FILE NO:

d a t e : May 10, 1984

TELEPHONE NO: 465-2700

fro m -  Eileen Plate

Special Assistant 

to the Commissioner 

Department of Labor

s u b je c t : CS for SB 525

This will confirm our telephone conversation and your request for 

additional information.

1. The UI Trust Fund currently has a balance of $148 million.

2. Sect'.*.ns 10 and 13 of the UI bill, CS for SB 525, are conformity 

items with the Federal Unemployment Tax Act (FUTA). The addi­

tional cost to Alaska for not remaining in conformity with FUTA 

is the loss of $21 million in Administrative funds to the State 

for operation of the Unemployment Insurance (UI) and Job Service 

programs; $86.4 million in increased FUTA taxes to all employers 

in the state; and l iss of $4.3 million in benefit payments for 

their Extended Benefits program. The total cost would be $112.2 

mil lion.

Attached is a copy of a letter from the U.S. Department of Labor 

regarding the conformity requirements of Section 10.

3. Sections 2 and 3, which are not strictly conformity items, 

would cost the employers in this state an additional $ 2  million 
annually if not passed. Attached is a paper that was prepared 

on this subject in cooperation with the House Research Agency.

On page 4 of the paper, the affect on employers is detailed.

On page 7 the options are listed--we elected to propose the 

option that would have the least affect on Alaskan employers.

If Sections 2 and 3 had been in effect for 1984, there would have 

been no impact on employers. This is because of the requirement 

that employers with the same payroll decline percentage must be 

placed in the lower rate class rather than splitting the group. In 

1983 there would have been 163 employers affected, for a total of 

$2,800 (or $17 per employer).

If you need any additional information on CS for SB 525, please 
contact me at 465-2700 or Jack Shay at 465-2712.

Attachments (2)

02-001A (Ftev. 10/73)
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(907) 4A5-3V9I

ALASKA STATE LEG IS I \TIJKE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

April 2fi, 1904

MEMORANDUM

TO: Representative Joe Hayes

FROM: David Teal

Legisiative Analyst

RE: Previsions for Financing Unemployment Compensation

Research Request 04-101

Among other provisions, SB 525 would increase the maximum amount of 

unemployment compensation from the current level of $156 per week to a 

new maximum of $190.* According to the Department of Labor, this change 

in the benefit schedule would cause Alaska employers to contribute an 

additional $21.5 million to the unemployment insurance system during 

the next four years.

You asked me to review the provisions for financing Alaska's unemploy­

ment insurance system in order to determine the possibility of reducing 

the fiscal impact on employers of implementing SB 525. The result of 

that review is a proposal that:

‘ incre.isos current, benefits by $ 1 2 . 1  million per year (i.e., 

the proposal retains the benefit schedule contained in SB 525);

• decreases employer contributions by $12.5 million per year 

without shitting the financing burden to some other group; and

• maintains the adequacy of the trust fund.

Details of the proposal are discussed below. A table is included to 

aid your comparison of the current law, SB 525 and the proposed revisions 

to SB 525. The table shows values through 1980 because three years are 

required to absorb the full impact of a change in the benefit schedule. 

A shorter period would understate the amount of contributions required 

to finance an increase in benefits.

These benefit amounts do not include allowance for dependents. Addi­

tional w e e k l y  bene tits of $24 per dependent can be claimed by those 

who are eligible.
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Unemployment Insurance Benefits and Contributions 

State of Alaska--1985 through 1980 

(in mi 1 lions of dollars)

TA13LE 1

Benefits Paid Employer _ Reserve

_________By Alaska__________  Contributions_____  Ratio

Change from Change from in

Amount Current Amount Amount Current Amount 1938*

Current Law $342.8 —  $328.7 —  5.2%

I IB 526 391.0 $48.2 350.2 $21.5 4.7

Proposal 391.0 48.2 273.5 (50.2) 3.2

*The reserve ratio is defined as the trust fund balance divided by 

total wages paid in the state. It is often used as a measure of the

ability of the trust fund to pay future benefits.

Source: Alaska Department of Labor

* * * * *

The above table shows that the proposed revisions to SB 525 would require 

employer contributions of $71.7 million less (over a four-year period) 

than can be expected under the current version of the bill. The reduced 

contributions would be the result of two possible revisions to the 

existing mechanism for financing Alaska's unemployment insurance system.

Revision /,‘l. Classify the interest earnings of the trust fund as income 

to the fund for the purpose of determining contribution 

rates.

Revision !>?.. Alter the solvency tax provisions to reduce employers' 

contributions when the trust fund is determined to be 

adequate.

Interest earnings of the trust fund are currently excluded from the 

formula whi»*.■ determines contribution rates. Because the financing 

system is designed to recover benefit outlays regardless of the si;° of 

tin; trust fund, the trust, fund balance will spiral upward a_t_ a compound 

rate? of growrh uhless Miis doMcioncy is corrected. Im:FifsToii of
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interest earnings in the rate formula would lower contributions required 

of employers and employees. This deficiency in the financing mechanism 
can be corrected by the following amendment to AS 23.20.290(e):

(2) the department shall 'subtract from the amount determined in 

(1) of this subsection the amount of any benefits reimbursed to 

the fund and the amount of interest earned on the trust fund 
balance during those computation years;

The second proposed revision to the law modifies AS 23.20.290(f) to 
give employers tax credits when the trust fund is judged to be adequate. 

Current law assesses additional contributions when the trust fund is 
judged to be inadequate but has no provision for tax credits.*- The 
figures in Table 1 are based on the following additions to the solvency 
tax table contained in section 290 (f):^

Reserve Rate
at least but less than Fund Solvency Contribution
(percent) (percent) (percent)

3. A -.A
3.3 3.A -.3
3.2 3.3 -.2
3.1 3.2 -.1
3.0 3.1 0.0
2.9 3.0 .1

At reserve rates of less than 2.9 percent, the solvency tax t
remains as shown in AS 23.20.290(f). (For your convenience, a cep/
AS 23.20.290 is attached to this memorandum.) The modifications 

should cause Alaska's reserve ratio to stabilize at about three percent. 
The current reserve ratio is about 3.2 percent.

*-1 f the solvency tax table in AS 23.20.290(f) is modified, several 

references to "solvency contributions" should be changed to refer to 
"solvency adjustments" in order to eliminate confusion.

^Assuming interest, were included in the formula for determining con­
tribution rates, the impact of the solvency Lax revision would diminish 

once the reserve ratio falls to three percent. because the period of 
analysis is relatively short (four years), the figures in Table 1 
make the solvency tax revision morn attractive than it would appear if 
the period of analysis were longer.
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As shown in the attached grapt , Alaska's 1902 reserve ratio (i.e., 

balance to wage ratio) was the highest of any state. Alaska's reserve 
ratio lias increased since that time, and Department of Labe projections 

show'that Alaska's reserve ratio will continue to increase under current 
’aw and under SO 525.

As you know, the reserve ratio is often used as a measure of the adequacy 

of a trust fund to pay future benefits. It is difficult to judge the 

point at which a trust fund is adequate because there is no accepted 
standard for reserve ratios. However, it is clear that systems which 
respond quickly to increases in benefit outlays do not need as large a 
reserve balance as systems that respond more slowly. Many states use 
experience of 20 years or more to determine contribution rates. These 
states respond very slowly and therefore require a larger balance to 
achieve a given level of adequacy. Alaska's system uses only three 

years of experience, placing it among those states with the quickest 
reaction to changes in benefit outlays.

In addition, Alaska's financing system differs from those of other 
states in that a large trust fund balance does not necessarily have a 

stabilizing effect on contribution rates when benefit outlays increase. 
Even if Liu? trust fund were as large as the Permanent Fund, contribution 

rates under the current law would be determined solely by the level of 
benefits paid. That is, tho system is designed so that the trust fund 

balance can increase to keep pace with economic growth, but can decrease 
only under unusual circumstances.

* * *

This subject is extremely complex and, given the time available to com­

plete this request, I have not given adequate coverage to all the 

issues that deserve to be addressed in this memorandum. Gome points 

you may wish to consider in your deliberation of the proposed revisions 
to SB 525 are listed below.

• The two tax revisions suggested in this memorandum are independ­
ent. Hither could be implemented separately, with or without 
a change in the benefit schedule.

The solvency tax revision would reduce contributions only for 

employers, while the inclusion of interest would reduce contri­
butions by both employers and employees.

’Lxcess" contributions are a drain on Alaska's economy. How­

ever, contributions during a period if economic growth may he 

preferable to contributions made during a period of economic
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decline. A delay in implementing the suggested provisions 

would increase the trust fund balance. A large trust fund 
balance would generate interest that coujgiKbe used to reduce 
contributions if Alaska experiences an e ^ ^ m i c  downturn in 
the future.

I would be pleased to expand the scope of this memorandum or to discuss 
the subject at your convenience. Please call the agency if you would 
like additional information.

l)T

Attachments
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(I)) This penally does not attach d" within .‘50 ilay.s after mailing nr 

porsonal delivery nt*llic d e m a n d ,  a r r a n g e m e n t s  for p a y m e n t s  arc m a d e  

with the d e p a r t m e n t . a n d  p a y m e n t  is m a d e  in accordance with the 

arrangements.

(cl Penalties collected tinder this section shall periodically he trans­

ferred from the cleanup, account to the training a n d  building fund. 

(!s 13 eh f> L K L A  1988: a m  5 -I ch 100 SI.A I9li9; a m  § 2 2  ch !) S L A

11)80: a m  (It), «il ch fii) S L A  15>S21

liffcft el ioiii'osltiivnls, • • Tli- t!'S2 i -i i . i cI•-<i i i i  t I, ill IWi. St.A IVS'I, 
iiiiieinliiii'lil C'irivrli'il .in -run in tin- ilev lion in was <lus<i;ii;iI*.d as miIIm'CUum »«fI. 
Il'oatinn n‘‘ ciilir-crlnin iri, As *>ri;;iiiallv

Article I. K.xperienee Kaliu^.

Si'rdtiii

Kali? dflfiniuiiilitui

S ee. 2d.20.290. K a t e  d e t e r m i n a t i n n .  lal T h e  d e p a r t m e n t  shall 

d e t e r m i n e  each eligible employer's ratalde payroll. T h e  de iartment 

shall then put. all eligible e m p l o y e r s  in the order of their :t vent ye 

quarterly decline ipmtients beginning with the smallest average 

decline quotient a n d  shall determine, with respect to each, employer, 

tho c u m u l a t i v e  ratable payroll during the lour consecutive quarters 

e n d i n g  with the c o m p u t a t i o n  dale of the e m p l o y e r  ingot hoi with all 

e m p l o y e e s  w h o  precede h i m  on the list.

(I») T h e  d e p a r t m e n t  shall -tegregale the e m p l o y e r s  into "roups in 

a c m r d a n c e  with c u m u l a t i v e  ratable payroll T h e  limits ul the croups 

are those set out in c o l u m n  I’ of the table in ic) ol this section. Lai it of 

those groups shall he identilied b y  the rate class numl;er in c o l u m n  A  

w h i c h  is opposite the figures in c o l u m n  I’ w h i c h  represent Lite 

percentage limits of e a c h  group. A n  e m p l o y e r  shall he assigned the 

experience factor in c o l u m n  C  w h i c h  is opposite the rale class lit w h i c h  

the greater part oft he employer's ratable payroll falls. Ifotto-halfof the 

employer's ratable payrolls falls in o n e  class, a n d  one-half in another, 

he shall he assigned to the lower n u m b e r e d  rate class. N o  e m p l o y e r  

m a y  he assigned to a higher n u m b e r e d  rate class than is assigned to 

another e m p l o y e r  with the s a m e  av e r a g e  quarterly decline quotient.

<c) B e g i n n i n g  J a n u a r y  I. 1981. the rate o,‘contiihutimis for eac h  

e m p l o y e r  is 8 2  percent of (lie a v e r a g e  benefit cost rale multiplied by Hit; 

employer's experience factor set out in c o l u m n  i* of the table in this 

subsection opposite his applicable rale class set out. in c o l u m n  A  plus 

the Iiiltd solvency contribution required u n d e r  if* ol this section. I low. 

ever, the rate of contributions for a n  e m p l o y e r  m a y  not he less than o n e  

percent or m o r e  than six a n d  o n e  half p e n - 'it. T h e  rate of contributions 

for a n  e m p l o y e r  m u s t  he r o u n d e d  to the nearest o n e - h u n d r e d t h  of o n e  

percei t.

§ 2;i.2(>.290 A i.aska Statuti:.s .Suiti.kmknt $ 2.'l.L :»)()

I.Sti
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CHANGES IN FEDERAL UNEMPLOYMENT TAX CREDITS UNDER THE

TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1582

SUMMARY

Since the raid 1970s, this notion's unemployment insurance system has been 

plagued with shortages of funds for administrative purposes and for payment 
of unemployment compensation. Tne Tex Equity end Fiscal Responsibility 

Act of 1982 (TEFRA) made changes to the unemployment tax system which 

p-ovided additional administrative funds and which were intended to bolster 

the state trust funds used for payment of unemployment benefits. The 

changes which provide additional administrative funds were implemented in 
1982. Alaska strongly supports the 1983 TEFRA changes. However, the State 

cannot support the changes scheduled for implementation in 1985. In that 
year, states must adopt a maximum tax rate of at least 5.a percent or face

the prospect of employers in the state losing federal tax credits. The 
less of tax credits would cause employers to make additional contributions 

to t h e ’federal unemployment insurance system.

If the intent of the 1965 TEFRA revisions was to encourage increased tax 

collection efforts by those states which have failed to provide collections 
necessary to finance unemployment compensation, the legislation clearly 

'ails to fulfill its objective. When TEFRA was passed in 1982, only three 

of the 20 states affected by the revisions had insolvent trust funds, while 

12 of the 20 states not affected by the revisions were insolvent. Clearly, 
the legislated attempt to increase tax collection efforts fails to affect 

the majority of states that have demonstrated by their insolvency that 

increased revenue is necessary;- In addition to the misdirected encouragement 
of fiscal responsibility, the 1985 TEFRA revisions are likely to cause some 

states to reverse fiscally responsible actions of the past.

Although technical problems associated with adopting a 5. a percent state tax 

rate are not insurmountable, adoption of that state tax rate may redistribute 
the burden of financial support of the unemol cymerit insurance system among 

employers and could upset trie program bal ence that some states have achieved. 
The cause of the recistribution and imbalance is TEFRA's focus on tax rates 

rather than tax effort. Tax effort depends on the amount of earnings sub­

ject to tax as well as the rate at which those earnings are taxed. Although 
the State of Alaska mildly objects to the 3985 TEFRA revisions because 

they fail to encourage fiscal responsibility where a need for such respcn- 
sinViity has bec-n demonstrated, we strongly object to the failure of the 

law to rc-cocnirc- collection efforts other t nan .increases in tax rates. The 
treatment (under the 1985 TEFRA revisions) c-f states that have demonstrated 

fiscal responsibility ado's insult to injury because other tax efforts--!':h 
as employee contributions and high tax Lasas--are recccnizc-d under provisions 

deal m e  with states that have insolvent trust funds.



As is often the case with federal intervention in the unemployment insurance 

system, compliance with the revisions is optional. However, the incentive 

to comply with the 1985 TEFRA revisions is so strong that "mandate" is an 

accurate' oescription of states' potential courses of action. This paper 

discusses potential state actions, but the only attractive option is a 

revision of federal law.. A revision need not remove the incentive to 
increase tax efforts at the state level; it could simply, give states the 

flexibility to demonstrate effort in ways other then tax rates. We urge 
others to join the campaign to revise the TEFRA provisions so that states 

have a voice in the determination of tax effort.
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The unemployment insurance system in the United States is edministerec' as 

a partnership of the federal and state governments. Employers contribute a 

portion of their payroll to both the feoeral and state partners. Contribu­
tions to the federal government are used for program administration and for 

unemployment compensation for which the federal government is liable. Con­
tributions to state governments are used only for payment of unemployment 

compensati on.

In recent, y e a r s , the federal unemployment insurance tax has been 2.a percent 
of the first 56,000 paid to each employee in each calendar year. However, 

employers could receive credit for contributions made to an approved state 

unemployment insurance program. These tax credits could reduce employers' 
net federal contribution .7 percent of the first 56,000 paid to each 

employee in each year, or 5^2 dollars per employee. Each state wes free to 
set a tax hase (the amount of earnings subject to state tax) and contribution 

rates which it deemed sufficient to support the unemployment compensation 
paid through its own program. However, full federal credit could be obtained 

by ail employers in a state- only if the tax base was at least 56.000 and the 

highest state contribution rer^ was at least 2.7 percent. Alaska's tax base 

in 3CP,2 is 520,200, and Alaska employers pay state rates that range from 3.0 
percent to 2.8 percent.

REVISIONS TO THE CONTRIBUTION SYSTEM UNDER TEFRA

Contributions to the unemployment insurance system in recent years Five 

provided insufficient administrative funds and have seriously underfinanced 
benefit payments in many states. It was in this context of inadequate federal 

administrative funds and i n s n v e n t  state trust funcs that system changes 

were made by the Tax Equity nd Fiscal Responsibility Act of 1952 (TEFRA). 

Effective in 3982, the fecera unemployment insurance contribution rate was 
raised to 2.5 percent and th' fec-eral tax base was increased to a7 000. 
The provision for a federal tax credit of 2.7 ;percent for contributions to 
an approved state program was unchanged, so contributions to the federal 

government by employers eligible for full federal tax credits were increased 

by 53 a to 556 per employee per year.

The 3982 TEFRA changes also had ar. impact on state financing of unemployment 

compensation. In t m s e  states which use the federal tax base as the amount 

of earnings s«>b. set to state tax, the acceptance of a higher tax base can 
increase revenue to state unemployment insurance programs.
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TEFRA also included revisions scheduled for implementation in 3585. In that 

veer, the federal contribution rate will increase from the current 3.5 percent 

to a rate of 6.2 percent. Simultaneously, the potential federal tax credit 
for contributions to state programs will be increased to 5.A percent. These 

changes appear to leave employers' net rate of contributions to the federal 
government unchanged (from the 3583 level) at .8 percent of each employee's 

first S7 ,nnn of earnings, or $56 per employee per year.

]MPACT nr REVISIONS EFFECTIVE IK1 1985
Although the 3985 TEFRA revisions maintain the S56 per year net federal 

unemployment insurance contribution that is currently applicable and therefore 

appear to have no effect on employers' costs, that appearance is deceptive.
The revisions effective in 3985 force states with maximum state contribution 

rates of less than 5.A percent to choose between 3) increasing their maximum 

state contribution rate to at least 5.4 percent or 2) allowing some employers 
in the state to lose federal tax credits . 11 Loss of federal tax credits would 

cause affected employers to pay additional federal taxes for support of the 
unemployment insurance system.

The 1983 TEFRA changes were clearly designed to increase contributions for 

both administrative purposes and for state benefit trust funds, but the 3985 

changes leave the net federal contributions unchanged and .'are clearly designed 
to encourage states to take additional action that will inciease their tax 

collection efforts.'. Alaska supports national efforts to improve the fiscal 

integrity of the unemployment insurance system, but we strongly object to 

the way-'in which the 3 985 TEFRA revisions address the problem of insolvent " 

state trust funds.

Although some states or groups of employers may have seen national legislation 

as an attractive alternative to state action, we do net believe that the 3985 
TEFRA revisions will significantly reduce the number of states with insolvent 
trust funds. Insolvency occurs when benefits exceed contributions. The 

states themselves have been civen--end snould retain-.the ability to implement 

a henef’t schedule of their own choice. Along with that freedom comes the 
responsibility to implement an experience ratine system that will adequately

JSection 2302(c) of the Federal Unemployment lax Act (FUTA) allows crecit 

against federal tax liabilities for amounts actually paid to an approved 

state unemployment insurance program. Section 3302(b) of FUTA provides an 

employer with additional credit against the tax for the difference between 
actual payments to a state system and the amount he would have paid "if 
throughout the taxable year he had been subject under such State law to the 

highest rate applied thereunder in such 3 2-nionth period to any person 

having individuals in his employ, or to a rite of 5. a percent, whichever 

rate is lower." Unless a state has a tax r e of cl least 5.4 percent after 

3984 , some employers are likely to lose cdoitional credits provided bv section 

3302(b).



support the chosen level of benefits. 2- We ere convinced that tax collection 

efforts depend on the emount of eernings subject to tex es well ;-s the 

rate et which those eernings ere texed. The 1985 TEFRA revisions eodress 
tex rates but ignore the equally important function of the tex base. Fur­

ther. the revisions do not eppeer to address the problem of solvency where 
thet problem needs to be addressed.

Effect on States

If the intent of the 1985 TEFRA revisions was to encourage increased tex 
collection efforts by those states which have failed to provide the collec­

tions necessary to finance unemployment compensation, the legislation 

clearly fails to fulfill its objective. If the legislation does encourage 
increased tex collection efforts, it will do so primarily in those states 

that have the least need to generate additional collections. In addition, 

tne legislation may have the unintended effect of encouraging states to 
reverse fiscally responsible acts of the past.

According to figures published by the Nevada Employment Security Department, 

20 states already had maximum tax rates greater than 5. A percent in 1982.
' Jt the-TEFRA revisions requiring a 5.* percent tax rate had been effective 

in that year, only those states with maximum tax rates below 5.A percent 
would neve been affected. Table ] shows that Alaska is one of the 30 

states affected by the 1985 TEFRA revisions.

The significance of this observaton does not lie in the number of states 
effected by the revisions, but in which states are affected. Thirteen 

of the 20 states which would not he effected by the federal revisions have 
insolvent state trust funcs.'. In addition, only one of those 20 states has a

p
Experience rating is a system whereby employers are assigned reduced 

contribution rales if they demonstrate a history of low unempT oymen* risk

for their employees. Theoretically, experience rating snould increase 

employers' motivation to stabilize employment and to monitor the claims of 
the unemployed. When benefit payout is nich and there is a need for addi­

tional tax collections, states with a low tax base must place more and 
more employers in higher tax brackets. As employers crowd into the higher 

tax brackets, the experience rating concept is eroded; a good record of 

unempl oyment risk has diminished influence on tax rates when all employers 

ere at or near the t^p of the tax rate schedule.

We realize that some states may face greet diffic ul ty’’in moving tax in­

creases through state legislatures and that states may therefore passively 
await federal "mandates" to increase taxes. We also realize that the 
simple solution to the erosion of experience rating--increasino the tax 

hase--is unpopular in the majority of states which still use the antiquated 

"reserve ratio" experience rating s y t e m .  (A mathematical quirk in that 

rate-making formula causes tax rates to rise when the tax base is increased.) 
However, we believe that adjustments to experience rating systems should 

be made by the individual states, not by the federal government.
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tax base creater than S9,000 and only three heye a ratio cf trust fund bcl - 

cnee to total wages that exceeds one percent.” Of the 2D states that would 
be effected by trie revisions, only three ere insolvent, eight have a tex base

creater than $9,000 and 15 have a ratio of trust fund balance to total wages 

that exceeds one percent.

Clearly, the legislated attempt to increase tax collection efforts fails to 

affect the majority of states that have demonstrated by their insolvency 
that increased revenue is necessary. The law does effect many states which 
have a trust fund of a size that inoicates that acoitiona.l collection efforts 

ere unnecessary. Further, the law affects many states that have responded
to the- neec for increased tax collections by increasing their tex base as an

alternative (or supplement) to increased tax rates.

For those states that have already raised their tax base above tne federal 

tax base in order to keep pace with increases in wages and onempl oyment 
compensation, the federal revisions are particul arly .troubl esome. The new 

federa 1 aw may be counterproductive because it encourages states to reverse 
the fiscally r e s p o n s e "1 c- act >f increasing their tax base. Although we mildly 

object’to the law because it fails to encourage fiscal responsibility where 
a need for such responsibility has been demonstrated, we believe that the 

indirect encouregment for stores to lower their tax bases is unconscionable, 
lower tax bases diminish the ability of states to control total tex revenue 

and can distort an otherwise equitable distribution of program costs.

Effect on Fnployers

Adoption of a maximum unemployment tax rate of at least E.4 percent is a 
state option. ]f a state fails to implement a tax rate at or above that 

level, some employers in that state may lose a portion of the additional 

credits granted by section 2302(b) of the Federal Unemployment Tax Act (FUTA).

The attached taste shows the cost to selected Alaska employers under the cur­

rent contribution rate schedule and under the following scenarios applicable 

after 3PS£ : 1) Alaska's maximum tax rate remains at 2.8 percent; and 2)
Alaska adopts a 5. A percent maximum tax rate with no change m  the tax

base. Tne impact of these scenarios on various croups of employers is 

summarized below.

Low Wage/Low Rate Employers

Employers wr.c pay annual wages under 5/,000 and contribute at the minimum 

state tax rate will be strongly affected if the state does not acopt a

5.^ percent maximum tax rate. These employers would lose federal tax
credits and thus pay additional federal t.a>.es. The maximum additional 

federal tax would be SI 12 per employee for employers, paying annual 

wages of 57,000. )n Alaska, trade and service employers tend to be in 

this category.

•^The ratio of trust fund balance to total wages is a measure of the adequacy 
of the trust fund. The one percent level is arbitrary. All figures con­

cerning tax rates end tax bases are for 3582, the latest year for which 

data are available.



ANNUAL PER EMPLOYEE CONTRIBUTIONS TO THE IJNEMPLOYf-fiTfm N.MJRANCI. SYS I in*

Annual Average Earnings per Empl oyce

$ 1, 00 0 $.T,000 $5,000 $7,00 0 $0,000 $0,000 $10,000 $11,000 $20,000

A 1 0 ̂  k rl Trixes 
W r n n i r

Minimum ( l%) $in $ 3n $ 5n $ 70 $ on $ on $ l no $ 11 n \ 200
Moxinium (3.0%) 

After 1001
30 i n ion 266 301 312 300 110 760

Minimum (l%) in 3n 50 70 on on inn l in 200
Maximum (3.0%) 30 . l n ion 2 or, 301 312 300 110 760

5.1% After 1001
Minimum ( l%) in 3n sn 70 on on inn 110 200
Maximum (5.1%)

Federal Taxes 

Current

51 152 27n 370 132 106 510 501 l ,000

Normal Tax 0 21 10 5C> 56 56 56 56 56

Additional Tax n n n n n 0 0 0 0
After 1001

Normal Tax 0 21 in 55 56 56 56 56 56

Additional Tax 

5.1% After 1001
IG 10 on 112 71 36 0 0 0

Normal Tax 0 21 in 56 56 56 56 56 56

Additional Tax 

Total Taxes

n n n 0 n 0 0 0 0

~ Mi n imiiiiT Ta x Ra tc

Curren1 10 51 on 125 136 116 156 166 256

After 1001 31 m 2 i/n 230 2 in 102 I 56 166 256

5.1% After 1001 in 51 on 120 I 36 116 156 16(5 256

Increase* * (IB) (10) (on) ( 112) (71) (36) 0 0 0
Maximum Tax Rate

Cur ren I. 10 130 23n 322 360 300 136 171 016

After 1001 62 l or, 3 in 131 131 131 136 1/1 • 0 I6
5.1% After 1001 Cl P. l or. 310 131 100 512 506 650 l ,136

Increase** n fi 0 I) 51 i no 160 176 320

*Conl.r i hut ions under current law assume a state tax base of $20,200 and a maximum state tax rate of 3.

* *" Increase" refer;-, to additional taxes owed by employers if the slate adopts a m«i x i nuim I. ox role nf 5.1% 
after 1001. Negative numbers show savings associated with adopting o in.ixiimim I.ox role of 5.1% relative

to retaining the current low ofl.er 1001.



Low Wage/High Rate Employers

Employers who pay annual wages under $7,000 but contribute at the 
maximum state tax rate would pay increased taxes regardless of which 

alternative is ch osen. Contributions to the state by this group of 

empi oyers would, of course, be higher if the maximum state tex rate 
were increased to 5.1 percent. However', the increased state contribu­

tion under a 5.1 percent state tax rate would be the same amount that 

would be paid in adoitional federal taxes if a 5.1 percent state tax 
rate were not adopted. The sum of federal and state contributions 

would therefore be the seme for this group of employers whether or 
not the state adepts a 5.1 percent maximum tax rate. Although total 

contributions would be unchanged, a larger share of total contributions 
would go to the federal government if the state does not adopt a 
maximum state tex ^ t e  of 5.1 percent. In Alaska, many fish processors 

ere in this group of employers.

Hi oh Wage Employers

Under Alaska's current maximum tax rate of 3.8 percent, employers 
paying annual average wages of at least 510,0(10 would earn sufficient 

federal tax credits to offset the loss of Lax credits on wages below 

57,000. That is, there would be no net loss of federal tax credits-- 

and no additional federal taxes owec--by these employers even if the 
state does not adopt a 5.1 percent maximum tax rate. If the state 

does adopt a 5.1 percent maximum tex icte, ‘the amount of state con­
tributions owed would depend on the tax base adopted by the state end 

the tax rate as signed to the employer.

For tiose employers paying annuel average wages between 5 7,000 arid

SI 0.000, total contributions can decline as wages increase. Between 
these levels of earnincs, the gain in f e d e r d  tax credit may exceed 

the higher taxes owed to the stat®. (See attached table.)

Impact on the Equity of the State Frocram

Alaska faces no significant technical problems in adopting a 5.1 percent 

state tax rate; our objections to the 3985 TEFRA revisions focus on the 
damage to Alaska's "user pay" pnilosophy of financial support for unemploy­

ment compensation. As the attachec table shows, adoption of a 5.1 percent 
state tax rate will redistribute the tax burden among Alaska employers.

Alaska expended a good dee1 of effort to develop a contribution system 

th.f fits the needs of the state. ’n Alaska, many hich-waec- occupations 
tend to Be seasonal, which allows er oyees in these occupations to collect 
unemployment compensation despite their hich earnings. Fy raising the 

tex Base while lowering tax rates, Alaska has been able to redistribute 
program costs so that employers in ‘ich-wace, seasonal industries contri­

bute approximately as much as empi oyees in those industries draw in unemploy­

ment compensation.

Adopt 'on of a 5.1 percent state tax. rate without a corresponding reduction 

in the tax base would cause Alaska to collect contributions that are un-



necessary. Alaska's benefit payment account is adequate end our contribu­
tion system is designed to protect the financial integrity of the fund in 

the future. Alaska has accepted the responsibility of providing adequate 
funds for unemployment compensation and currently collects a maximum tax 
over twice as large as the S278 annual contribution that the feoeral re­
visions attempt to encourage. Unless adoption of a 5.A percent state tex 

rate is accompanied by a correspondino reduct'on in the" state tax base, 

potential employer contributions at the maximum rate would increase by A2 
percent to nearly SI ,100 per employee per year. In order to avoid this 
unnecessary drain on the state economy, Alaska may be forced to reduce its

tax base.

A reduced tex base is objectionable net only because it implies acceptance 

of the federal v i e w  that tax effort c=n be measured by tax rates instead 
of by tax rates end tax base in combination, but also because a reduced 

tax base would introduce serious problems of equity. The above discussion 

mentioned that the tax base can be used to redistribute the tax burden 

among employers. A lower tax base in Alaska would disturb the balance we 
have achieved in this area.

]n addition, a reduction in the state tax base would disturb the balance 

between benefit eligibility and taxes paid. Unless the tex base is equal 

to the amount of wages that are used to compute the amount of weekly com­
pensation a claimant may receive, the system is unbalanced. j ’ the tax 
base exceeds the earnings used to determine benefit elig- bility, taxes ere

being paid on wage-s that cannot contribute to claimants' compensation. 

If the tax base is set at a level below the amount of earnings used to 

determine benefit eligibility, compensation is being paid on wages that 

have no corresponding lax liability.

If the Alaska Employment Security Act had been revised to ensure a maximum 

tax rate of 5.A percent in 3983 under the current rate formula, adequate 

collections would have been obtained at a tex base of 533.AOC. Alaska's 
benefit schedule currently reaches a maximum at 516.000 in annual earnings 

and the state is preparing legislation to extend the schedule to 520,200, 

which is the 39c 3 -state Tax base. The options for designing a benefit 

schedule that peaks at 513,-DO in annual earnings are not attractive to 
the state.

Impact on Program Costs

The costs ess.-'-ieted with the decision to adopt a 6. A percent state tax rate 

are difficult to estimate because there are many options anc the cost of 

each option may change over lime. One approach is to examine the effects of 
retaining the current law. Under this approach, it is clear that some em­

ployers will lose federal tax credits and will therefore have greater federal 
tax liability if a 5.* percent maximum stcte tax rate is not adopted. 

This option could drain an adoitional c.2 million per year from employers 

in Alaska. the additional contributions would go entirely tc tie 'ederal 

government.

If Alaska does adopt a percent state tax rate, any additional contri­

butions would go to the state trust fund rather than to the federal govern-



ment. There ere several options that could maintain Total state collections 
at the current level, but all of the options redistribute the tex burden among 

Alaska employers. in summary, failure to adopt a 5. A percent maximum state 
tax rate will redistribute the tax burden among employers and increase total 

contributions, while the impact of adopting a 5.A percent maximum state tax 
rate may be limited to a redistribution of the tex burden.

OPTION'S FOR ACTION

Under current federal law a "no action" option would cost Alaska employers 
an estimated 52 million per year in increased contributions to the federal 

government. Unless it can be shown that a "no action" option is preferable 

to the distortion that would be introduced by adopting a S. A percent state 

tax rate, failure to act is obviously net an economically attractive option.

Another option is to work to enact a change in federal law that will recognize 
Al ask a’s tex collection efforts end will revise the criteria for obtaining 

federal tax credits. This option is clearly preferable to the ”no action” 
alternative, but there is limited time to enact revi-ed legislation before 

the scheduled implementation date of 1985.

Prior to the implementation d u e ,  the state may wish to c-xemine alternatives 
that meet the requirements of the law to determine which alternative intro­

duces the least amount of distortion to the present system. State action in 
this direction need not preclude attempts to revise the federal criteria. 

Some options for state action ere discussed below.

include Employee Contributions in the Definition of Tax Effort

Aleskc is one of three states in which employees contribute to the unemploy­

ment insurance system, in Alaska, employees provide 18 percent of the contri­
butions to the state trust fund. Despite m i s  significant support, the 

Federal Unemployment Tax Act does not recognize employee contributions as a 
part cf Alaska's tax effort for purposes of determining normal federal tax 

credits. The Act does, however, include employee contributions in the 
definition of “employer contribution rate" for purposes of determining federal 

tax credits in those states that have ■insolvent state trust furcs and have 
outstanding ocvances under Title X 3] of the Social Security Act.

if employee contributions were included for normal FUTA tax credit purposes, 

the impact of increasing Alaska's maximum tax rate to 5.~ percent would he 

diminished by about one-third. State action to consolidate employer and 

employee contributions might face a lc-cal challenge if- the employee contri­

bution were then interpreted as a deduction from employees1 pa.-checks for 

the purpose of paying employers' taxes. A better approach toward the goal 
of achieving recognition of employee contributions is to push for a revision 
of 'eberal law so that the rules concerning employee contributions are aoplieo 

consistently. Whatever the approach on this issue, action taken to ensure 
recognition of employee contributions can be used in combi nation with, 

rather than as a substitute for, other actions discusseo bc-1 c - .



Assion the Maximum Rate only to Delincuent Empi uyers

Federal lew may allow full federal tax credits to employers in those states 
that charge a 5. A percent rate to some or all delinquent employers, even 

if no ether employers are charged that rate. Section 3302(b) of the Federal 
Unempl oyment iax Act (FUTA) states that ail employers in a state may be

eligible for full federal tax credits if the maximum state tax rate is at 
least 5.A percent (after 1S8A) end any reduced tax rates .meet the criteria 

of Section 3303. The provision allows employers to claim federal tex
credits each year as if they had been subject under state law to "the

highest rate applied thereunder in such 12-month period to any person 
,c vi ng i nc-i vi cue is Tn m s  employ, or to a rate of b.L percent, wnichever

rate is lower." (Emphasis added.)

Section 3303 of FUTA discusses criteria for assigning reduced contribution 

rates. That provision says that for a pooled benefit payment account such 

as exists in Alaska, a "taxpayer shall be allowed an additional credit 
under section 3302(b) with respect to any reduced rate of contributions 

permitted by State lew" if reduced tax rates are assigned solely "on the 
basis of- his (or their) experience with respect to unemployment or other 

factors hearing a direct relation to unemployment risk."

The implication of these provisions is that ell employers could be assigned 

a standard tax rate of 5.A percent, with reductions from,that rate assigned 
to non-delinquent employers on the same basis as is currently accepted by 

the Secretary of labor for rate assignments in Alaska. The 5.A percent
tax rate would then be the standard rate and any recucti' s from that

rate would be based on an accepted experience rating syste>.. The fact-

that seme employers woul d be ineligible for reduced tax rates because of 
their delinquent status is irrelevant; the law docs not require states to 

grant reduced rates, it requires only that no reduced rates be granted
unless they are based solely on employers' experience with respect to 

unemployment or other factors bearing a direct relationship to unemployment 
risk. This option appears to meet the legal criteria for obtaining the 

additional tax credits allowed under the Federal Unemployment "ax Act.

Add a Fate Cl as? with a 5. A Percent Fate

Addition of a rate class to Alaska's experience rating system is a potential 

s-oluticn to the problem of assigning a E.A percent state tax ra.te. As an 

example, rate class 2d could be redefined to include employers whose 

payroll consists of <'..99 percent of total statewide payroll insteac of the 

current 5 percent. Employers with the remaining .0! percent of total

Alaska's experience rating system current! \ includes 20 rate classes, 
each containing five percent of total statewide payroll. Starting with

employers with the best unemployment experience, employers are placed in 
rate class j (lowest tax rate) until five percent of total statewide

payroll is accounted for. The next-best-renked employers are placed in 

rate class 2 until it also contains employers whose total payroll equals 

five percent of total statewide payroll . This continues through all 20 

rate cl es s e s .



statewide payroll would then be assigned to (the new) rate class 21. 
Employers in that rate class would be assigned a contribution rate of 5.A 

percent. This alternative would probably effect fewer employers than the 
option discussed above, particularly if delinquent employers were no 

longer assigned the highest tex rate on the rate schedule.

The above options would introGuce minimal distortion to the current program, 

but their legal support should be examined before implementing them. Othar 
options involving adjustments to the state tax base could ensure a state 

tex rate of 5.A percent while maintaining secure legal standing. The most 
attractive option is to work toward a revision cf federal law;"that option 

would cause no distortion and wou! c- leave no grounds for legal challenge.

RECOMMENDED REVISIONS TCi FEDERAL LAW
t

This paper has shown that tex effort can be measured • only by considering 

both the amount of wages subject to tex end the tax rate applied to those 

wages;. The 1985 TEFRA revisions focus only on tax rates arid therefore 
penali2e those states that have increased their tax efforts by increasing 
tne state tax base, incorporation of provisions similar to those adopted 

recently in Public Law 98-21 would substantially alleviate this penalty.

Public Law 98-21 revised the formula for computing the tax effort of states 

that have outstanding advances from the federal • government. The revised 
formula recognize;; the rcl e of the state tax base in determining tax effort 

and may grant adoitional credit to er.pl overs in states which have a tax 
base higher than the federal tax base.

If a similar provision were applied to the tax credits available to those 

states without insolvent state trust funds, the penalties (in the form of 
lost federal tax credits) scheduled to take effect in 3985 woulc be de­

creased, but a problem would still exist. 7he problem relates to the 
amount cf tax effort that is recuired in a s t a t u  States with liberal 

benefit provisions obviously need a greater tax iffnrt than states with 
stringent eligibility requirements anc:/or low levels of unemployment cor:i- 

pensat i t n.

The level of tax effort that is adequate for a state i; easy to determine; 

if total revenue tc a state trust fund ecuals or exceeos benefit payments 

in the long-run, tax effort in that state is adequate. Determination of 
the tax base and tex rates used to procuce the necessary revenue is the 

responsibility of the states. When states fail to accept that responsi­
bility, federal action should be taken. The nu-vber of states with insolvent 

trust funds indicates that federal action is needed now. This paper has 

shown, however, that the 1985 TEFRA revisions fail to address the solvency 
problem where it needs to be addressed.

A provision that bases federal tax credits or. adequacy of contributions 

rather than simply on maximum tax rates would be fair to all s'.ales and 
would allow the flexibility for state action that is necessary in a true 

partnership. We strongly urge that federal law be revised to reflect the 
principles of equity and flexibility.
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N  T  O F  L A  I !O R

OFFICE OF THE COMMISSIONER

P.O BOX 11-39 
JUNEAU, ALASKA 95802
p h o n e :  (907) 465-2700

March 14, 1984

The Honorable Richard Eliason 

Chairman, Senate Labor and 

Commerce Committee 

Pouch V

Juneau, Alaska 99811 

Dear Senator Eliason:

This is in reply to the questions asked by the Senate Labor and Commerce 

Committee on March 13 concerning SB 525, the unemployment insurance bill.

Question: What will be the total cost to employers and employees if we

raise maximum benefits from $156 to $198'per week?

As indicated during the hearing, the employer rates are projected to decline 

after 1984 (even with an increase in benefits); however, the rates will not 

go down as fast when benefits are raised. The tax base is also expected to 

increase somewhat. The projected tax base figures were compiled by the 

Research and Analysis section of the Department and reflect an approximate 

increase of 2L> percent annually. The net result is projected as:

Maximum

Tax Employer Employee Total Cost of Increase
Year Base Tax Rate Tax Rate To Employers to Employees

w/o/incr. w/incr. w/o/incr. w/iricr.

1985 $22,600 4.08% 4.08% .6% .6% $ 0 $ 0
1986 23,000 3.34 4.02 .5 . 6 3.7 million . 8  million
1987 23,600 3.70 4.03 .5 . 6 7.1 mill ion 1.5 million
1988 24,500 3.42 3.90 .5 .5 10.3 million 2.3 mi 11 ion

Question: What sections of the bill are conformity items with the Federal

Government?

Sections,8"and 11 are conformity items. Sections 2 and 3, while not strictly 

conformity items, are necessary to have our law relate to the federal FUTA 

law and save employers in this state between $1.5 and $2.0 million annually 
in increased rUTA taxes.
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The Honorable Richard Elison -2- March 14, 1984

Question: Do you have information on firms affected by Sections 2 and 3 of

the bill?

Yes, the enclosed listing identifies the industry make-up of the 163 firms 

potentially eligible for the 21st rate class. If this law change had been in 

effect currently, it would have affected 163 employers in 1983 for a total 

increase of $2,800, or an average of $17 per emDlover. In 1984, it would not 

have affected any employers in the state.

I hope this answers the questions posed by your committee. We will respond 

to the query from Senator Pettyjohn concerning tax base period calculations 

in a separate memorandum. If ycu need additional information, please contact 
me.

Sincerely,

Jim Robison 

Commissioner

Enclosures



FIRMS POTENTIALLY ELIGIBLE FOR A "21 ST RATE CLASS"

■Major Industry Division Number of Employers

Agric. Forestry Fisheries 7
Mining 4
Construction 51
Food Processing . 4
Wood Products 1
Transp-Cemmun-Public Util. 9
Wholesale Trade iq

Retail Traae 1 5
Finance Insur-Real Estate 1 0
Services 4g
Government 1
Unspecified 2

T63



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: "An Act relating to Unemployment Insurance."

AGENCY AFFECTED: Department of Labor

Page 2

The following assumptions were made in preparing the forecasted costs:

1. State employment will continue to increase through FY 1986.

Thereafter, state employment will level off with consolidation 

of administrative jobs and belt tightening being offset by jobs 

based on increased population.

2. There is no wage increase for calendar year 1984. The wages 

through FY 1986 reflect the recent agreement with APEA. A

5 percent yearly increase continues throughout the remainder 

of the forecast period.

3. As provided in this bill, the maximum weekly benefit amount paid 

for unemployment insurance claims will increase from $156 to $188, 

effective October 1, 1984.

As a result, the State of Alaska would be required to pay more in its personal 

service benefit costs for unemployment insurance. The total amount of the 

increased costs (which would affect all Departments in the State) is projected 

from past experience and a computerized modeling technique. The estimated 

increase in the average payment using this method is 12.7%. This increase would 

not occur immediately in FY '85, because claimants are paid for an entire year 

at the rates in effect when they first claim benefits. The total effect of 

the increase would not be felt until FY '87.



QUESTIONS:

1. HOW MUCH MONEY DOES THE STATE AND EMPLOYERS IN 

ALASKA STAND TO LOSE IF THIS BILL DOES NOT PASS ? WHY ?

2. HOW ID YOU A k RIVE AT THE 3.3 PERCENT FIGURE ? ( THE 

UNEMPLOYMENT INSURANCE FUND IS 3.3% OF THE STATES TOTAL 

WAGES)

3. WHY DID THE FED'S DECIDE TO CUT OUT CERTAIN 

EDUCATIONAL INSTITUTION WORKERS FOR WEEKLY UNEMPLOYMENT 

BENEFITS ?

4. WILL THIS NEW SECTION CREATING A BENEFIT PROGRAM ALLOW 

THOSE PEOPLE TO DRAW UNEMPLOYMENT WITHOUT CAUSING 

FEDERAL CONFORMITY PROBLEMS ?

5. HOW MANY PEOPLE ARE EFFECTED BY THIS CHANGE ?
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lifil/KesoUiLion Mu.: CST.I3______

Title: "An Act relaTiiiy~Lo
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Requestor: Senate Finance'

Date of Request: April 25, 1 9 1 J 4 ____________
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M E M O R A N D U M S t a t e  o f  A l a s k a
t o :  ’<en Johnson

Administrative Assistant 

Representative Cowdery's Office FILE NO:

d a t e :  May 10, 1984

TELEPHONE NO: 465-2 /00

f r o m :  Eileen Plate s u b j e c t :  CS for SB 525

Special Assistant 

to the Commissioner 

Department of Labor

This will confirm our telephone conversation and your request for 

additional information.

1. The UI Trust Fund currently has a balance of $148 million.

2. Sections 10 and 13 of the UI bill, CS for SB 525, are conformity 

items with the Federal Unemployment Tax Act (FUTA). The addi­

tional ccst to Alaska for not remaining in conformity with FUTA 

is the loss of $21 million in Administrative funds to the State 

for operation of the Unemployment Insurance (UI) and Job Service 

programs; $86.4 mil ion in increased FUTA taxes to all employers 

in the state; and loss of $4.8 million in benefit payments for 

their Extended Benefits program. The total cost would be $112.2 

million.

Attached is a copy of a letter from the U.S. Department of Labor 

regarding the conformity requirements of Section 10.

3. Sections 2 and 3, which are not strictly conformity items, 

would cost the employers in this state an additional $ 2  million 
annually if not passed. Attached is a paper that was prepared 

on this subject in cooperation with the House Research Agency.

On page 4 of the paper, the affect on employers is detailed.

On page 7 the options are listed--we elected to propose the 

option that would have the least affect on Alaskan employers.

If Sections 2 and 3 had been in effect for 1984, there would have 

been no impact on employers. This is because of the reau.r lent 

that employers with the same payroll decline percentage must be 

placed in the lower rate class rather than splitting the group. In 

1983 there would have been 163 employers affected, for a total of 

$2,800 (or $17 per employer).

If you need any additional information on CS for SB 52E, please 
contact me at 465-2700 or Jac< Shay at 465-2712.

Attachments (2)

02 001A (Rav. 10/79)



M E M O R A N D U M S t a t e  o f  A l a s k a
t o :  Ken Johnson

Administrative Assistant 

Representative Cowdery's Office FILE NO:

d a t e - .  May 14, 1984

TELEPHONE NO: 465-2700

FROM: te SUBJECT: House CS for

CS for SB 525ssistant

to (g/e Commissioner 
Department of Labor

This will confirm our telephone conversation and your request for 

additional information.

1. The UI Trust Fund currently has a balance of $148 million.

2. Sections 11 and 14 of the UI bill, House CS for CS for SB 525

(L&C), are conformity items with the Federal Unemployment Tax

Act (FUTA). The additional cost to Alaska for not remaining

in conformity wi :n FJTA is the loss of $21 million in Adn.inistra­

ti ve funds to the State for operation of the Unemployment 

Insurance (UI) arid Job Service programs; $86.4 million in benefit 

payments for their Extended Benefits program. The total cost 

would be $1 1 2 . 2  mil lion.

Attached is a copy of a letter from the U.S. Department of 

Labor regarding the conformity requirements of Section 11.

3. Sections 2 and 3, which are not strictly conformity items,

would cost the employers in this state an additional $ 2 million
annually if not passed. Attached is a paper that was prepared 

on this subject in cooperation with the House Research Agency.

On page 4 of the paper, the affect on employers is detailed.

On page 7 the options are listed--we elected to propose the 

option that would have the least affect on Alaskan employers.

If Sections 2 and 3 had been iri effect for 1984, there would have 

been no impact on employers. This is because of the requirement 

placed in the lower rate class rather tnan splitting the group. In 

1983 there would have been 163 employers affected, for a total of 

$2,800 (cir $17 per employer).

If you need any additional information, please contact me at 465-2700 

or Jack Shay at 465-2712.

Attachments (2)

0? 001A (Rov. 10/79)



MAY 15, 1984

TO: JOHN

FROM: KEN

RE: L S C COMMITTEE HEARINGS (OPENING REMARKS)

THERE ARE FOUR BILLS ON SCHEDULED TO BE HEARD IN COMMIT­

TEE TODAY. BECAUSE OF THE COMPLEXITY OF THE FIRST BILL 

TO COME BEFORE THE COMMITTEE, WE MAY NOT BE ABLE TO HEAR 

ALL THIS LEGISLATION TODAY. IF WE ARE NOT FINISHED WITH 

THIS LEGISLATION TODAY, IT IS MY INTENTION TO RECESS UNTIL 

TOMORROW MORNING AT 8:15. WE WILL CONTINUE THE PROCESS 

UNTIL THE COMMITTEE HAS COMPLETED THE WORK NECESSARY ON 

THESE BILLS.

THE FIRST PIECE OF LEGISLATION rO HEARD IS SB 525 , "AN ACT 

RELATING TO UNEMPLOYMENT INSURANCE." THE MAIN PURPOSE 

OF THIS BILL IS 1 0  BRING THE STATES UNEMPLOYMENT INSUR­

ANCE LAWS IN TO CONFORMITY WITH FEDERAL LAWS. IT ALSO 

WOULD INCREASE WEEKLY UNEMPLOYMENT BENEFITS AND CALLS 

FOR A NEW METHOD OF CALCULATING THE UNEMPLOYMENT TAX 

THAT EMPLOYERS PAY. THAT IS JUST A BRIEF OUTLINE FOR A 

VERY COMPLEX BILL. I WOULD NOW ASK THE DEPARTMENT OF 

LABOR TO COME FORWARD TO GO THROUGH THIS BILL WITH THE 

COMMITTEE.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE
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REQUEST HCS FISCAL DETAIL

Bill/Resolution No.: CSSB 525 (L&C)flgency Affected: Labor

Title: "An Act relating to ~  Program Category Affected:_
Unemployment insurance1'

Sponsor: Senate Labor/Cominerce

Social Services

Requestor: House Labor & Commerce

Date of Request: May 14, 1984

BRU, Program or Subproyram(s) Affected: 

Employment Security, Unemployment 

Insurance"

EXPENDITURES/REVENUES: (Thousands of

OPERATING

FY 84 FY 85 FY 8 6 FY 87 FY 8 8 FV 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

^♦00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

5.0

TOTAL OPERATING 0
OLO 0 0 0 0

I CAPITAL

L REVENUE

FUNDING: (Thousands of Dollars)

CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

5.0

0 5.0 0 0 0 0

POSITIONS:

FUl L-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL,:

Federal funds will be requested to fund reprogramming or automated programs. 

[125 hours x $40 per hour.]

ANALYSIS: Attach

Prepared By: Shay..-Jc«.

r analysis

Division yfofiplovment SecuritV-Dj^r

A p p r o v e d ^  CommissionerA^]jm RnhisnY 

Agency: Labor

Phone:_ 

Date:
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/ /
«£_

Pat

LEG:A:5
Distribution (by Agency preparing fiscal note): 
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Legislative Sponsor 

Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

HCS for FISCAL DETAIL

All

REQUEST

Bill/Resolution No.: CSSB 525 (L&C)Agency Affected:____________

Title: "An Act relating to________ Program Category Affected:_

Unemployment Insurance11________
Sponsor: Senate Labor/Commerce

All

Requestor; House Labor & Commerce 

Date of Request: May 14, 1984

BRU, Program or Subprogram(s) Affected: 

All _____

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 8 6 FY 87 FY 8 8 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<♦00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

800 MISCELLANEOUS

169.1 463.3 518.6 5i.4 5?6 . 6

TOTAL OPERATING lfa . 1 463.3 . .518-6 5 ? ?  4 5 ? S  6

CAPITAL
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OTHER 3 D . 5 83.4 93 . .3 94.n 04 .7
TOTAL 169.1 . 5 1 8  6 5??. 4 52fi.fi.

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Personal Service benefits would increase for all agencies based on the 

projected increase in unemployment insurance paid to ex-state employees 

and seasonal employees.

ANALYSIS: Attach a//S£

Prepared By: 

Division:

rate page^for analysis

firw. Shay, .lr 

a y m e n t  .Security...nivi.<,ipiiy_____ ____

Approved tfy Commissioner^  ll1m Rpbisnn 

Agency: ; ahnr___________ 1 _
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FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: "An Act relating to Unemployment Insurance."

AGENCY AFFECTED: Department of Labor

Page 2

The following assumptions were made in preparing the forecasted costs:

1. State employment will continue to increase through FY 1986.

Thereafter, state employment will level off with consolidation 

of administrative jobs and belt tightening being offset by jobs 

based on increased population.

2. There is no wage increase for calendar year 1984. The wages 

through FY 1985 reflect the recent agreement with APEA. A

5 percent yearly increase continues throughout the remainder 

of the forecast period.

3. As provided in this bill, the maximum weekly benefit amount paid 

for unemployment insurance claims will increase from S156 to $188, 

effective October 1, 1984.

As a result, the State of Alaska world be required to pay more in its personal 

service benefit costs for unemployment insurance. The total amount of the 

increased costs (which would affect all Departments in the State) is projected 

from past experience and a computerized modeling technique. The' estimated 

increase in the average payment using this method is 12.7%. This increase would 

not occur immediately in FY '85, because claimants are paid for an entire year 

at the rates in effect when they first claim benefits. The total effect of 

the increase would not be felt until FY '87.

LEG:A:4
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This bill would require the Department of Labor to pay unemployment insurance 

benefits to qualifying persons between school terms. Two costs would be 

associated with this bill, the actual costs of the benefits paid and the admin­

istrative costs to run the program.

The estimated benefits to be paid in Fiscal Year 1985 are calculated as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 135

$ 189,000

Average Lengih of Claim x 10 wks

Adjustment for Increase in Average Weekly + 110,000

Benefit Amount from $135 to $150

Total Benefits Fiscal Year 1985 $2,000,000

The estimated benefits to be paid in fiscal years 1986 - 1989 are as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 150

$ 216,000

Average Length of Claim x 10 wks

Total $2,100,000

Administration costs to run this program would include the salaries of eight 

seasonal Unemployment Insurance Specialist I's for frur months each. Con­

tractual and Supply costs associated with these positions would include postage 

and forms, as well as normal expenses. One-time expenses would include $10,000 

in Contractual in Fiscal Year 1985 to complete automation of the claims proces­

sing function, and $5,000 in Fiscal Year 1985 to purchase equipment for this 

funct ion.

In preparing the cost estimate for benefits to be paid the following assumptions 

were made:

1. An effective date of May 22, 1964.

2. The average weekly benefit ainounr, would increase from $135 to $150 on 

October 1, 1984.

3. No increase in claims would be seen from Fiscal Year 1985 - 1989.

4. There would be no further increase in benefit amoivnt from Fiscal Year 1985 

- 1989.
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In preparing the cost estimates for administrative costs the following assumptions 
were made:

1. An effective date of May 22, 1984.

2. An annual inflation rate of six percent.

LEG:B : 14
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Page 2 F i s c a l  N o te  C S S B  525 ( F i n )  
D e pa r tm en t '  o f  L a b o r

The f o l l o w i n g  a s s u m p t io n s  were  made i n  p r e p a r i n g  the  
f o r e c a s t e d  c o s t s :

1 ,  S t a t e  em p loym ent  w i l l  c o n t i n u e  t o  i n c r e a s e  t h r o u g h  
FY 1986.  T h e r e a f t e r ,  s t a t e  emp loyment  w i l l  l e v e l  o f f  
w i t h  c o n s o l i d a t i o n  o f  a d m i n i s t r a t i v e  j o b s  and b e l t  
t i g h t e n i n g  b e i n g  o f f s e t  by j o b s  based on i n c r e a s e d  
p o p u l a t i o n ,

2 .  T he re  i s  no wage i n c r e a s e  f o r  c a l e n d a r  y e a r  1984.
The wages t h r o u g h  FY 1986 r e f l e c t  th e  r e c e n t  ag reem en t  
w i t h  APEA. A 5 p e r c e n t  y e a r l y  i n c r e a s e  c o n t i n u e s  
t h r o u g h o u t  t h e  r e m a in d e r  o f  th e  f o r e c a s t  p e r i o d .

3 .  As p r o v i d e d  i n  t h i s  b i l l ,  t h e  maximum w e e k ly  b e n e f i t  
amount p a id  f o r  u n e m p lo y e n t  i n s u r a n c e  c l a im s  w i l l  i n c r e a s e  
f ro m  $156 t o  $188,  e f f e c t i v e  O c to b e r  1 ,  1984.

As a r e s u l t ,  t h e  S t a t e  o f  A la s k a  w o u ld  be r e c u i r e d  t o  pay 
m ore  i n  i t s  p e r s o n a l  s e r v i c e  b e n e f i t  c o s t s  f o r  unemp loyment  
i n s u r a n c e .  The t o t a l  amount o f  t h e  i n c r e a s e d  c o s t s  (w h ic h  
w o u ld  a f f e d  a l l  D e p a r tm e n ts  i n  t h e  S t a t e )  i s  p r o j e c t e d  f ro m  
p a s t  e x p e r i e n c e  and a c o m p u te r i z e d  m o d e l i n g  t e c h n i q u e .  The 
e s t i m a t e d  i n c r e a s e  i n  th e  a v e ra g e  payment u s i n g  t h i s  method 
i s  12.7%. T h i s  i n c r e a s e  w o u ld  n o t  u c c u r  i m m e d ia t e l y  i n  
FY ' 8 5 ,  because  c l a i m a n t s  a re  p a i d  f o r  an e n t i r e  y e a r  a t  
t h e  r a t e s  i n  e f f e c t  when t h e y  f i r s t  c l a i m  b e n e f i t s .  The 
t o t a l  e f f e c t  o f  the  i n c r e a s e  w o u ld  n o t  be f e l t  u n i t l  FY '8 7 .



t

HCS FOR CS FOR SB 525 (L&C) 

BILL ANALYSIS

Section I. This i_ "housekeeping" amendment which would make a technical 
chanqe to the training and building fund provision so that unobligated money

in the training and building fund could be held an additional 30 days past 
the end of the fiscal year. The law currently requires that any unobligated 
mrney over $ 100,000 in the training and building fund must lapse to the unem­

ployment trust fund the last day of the f'scal year. This money is obli­

gated in appropriations bills prior to the e.id of the fiscal year, but the 
bills are often not signed until after the end of the fiscal year. The money 

is therefore not technically obligated until after the money has already 
lapsed back to the unemployment trust fund. The proposed amendment solves 
this "accounting" problem by holding the money in the training and building 
fund until the appropriation is signed.

Sections 2 and 3 . The lax Equity and Fiscal Responsibility Act of 1982 (Public 
law 9/-24B) amended the Federal Unemployment Tax Act (FUTA) to increase the 
gross FUTA tax on employers fram 3.5 percent to 6.2 percent. It also increased
the additional credit against the FUTA tax for contributions to a state unem­

ployment fund from 2.7 percent to 5.4 percent. These amendments are effective 
January 1, 1985. Because of the language of the FUTA, all employers in the 
state cannot be guaranteed the full FUTA credit of 5.4 percent unless the state 
law includes a maximum (standard) state tax rate of at least 5.4 percent.

Section 2‘ of the bill amends AJ 23.20.170 to enact a standard rate of 5.4 per­
cent. Rates below 5.4 percent would continue to be granted under AS 23.20.290.

Section 3 of the bill amends AS 23.20.290 by adding a 21st rate class comprised 
of employers with the highest ruarterly decline quotients whose cumulative pay­

roll is .01 percent of the total payroll in the state. This small minority
of employers would receive a rate not less than 5.4 percent. The1 FUTA requires 

that the 5.4 percent rate be actually assessed at least one employer in the 
state, in order for all employers in the state to be guaranteed the maximum

additional FUTA credit of 5.4 percent. This amendment meets the requirements 
of the FUTA vith the least distortion to the present rate structure.

Section 4 . This section amends AS 23.20.290(e) to include interest earned on 
the unemployment trust fund in the benefit cost rate computation. Unemployment

tax contributions are computed as a percentage of the benefit cost rate, under 
a formula designed to recover all outlays from the fund. Interest earnings are 

not currently shown as income to the fund. Unless corrected, this will continue 
to cause higher than necessary taxes.

Section 5 . This section complements t' 1 amendment made to AS 23.20.290(e) under 
sec. 4 of the bill. It amends AS 23.20.290(f) to provide for a negative fund
solvency adjustment (in effect, a fund solvency credit) when the unemployment 

trust fund reaches a certain level of adequacy, defined as a reserve rate (ratio 
of fund l-ilance to total state wages) of at least 3.3 percent.



Section 6. This section amends the benefit schedule in AS 23.20.350(d) to pro­

vide a maximum' UI weekly benefit amount of S188, not counting dependents allow­

ance. This will provide approximately 60 percent of claimants with replacement of 
50 percent of their average weekly wages. Federa’l benefit adequacy guidelines 
suagest that a state's benefit schedule should provide 50 percent wage replacement 
for at least 80 percent of claimants. However, Alaska's liberal eligibility pro­

visions make application of the federal guidelines too costly. The benefit sche­
dule was amended in 1980 to provide a maximum weekly benefit of $150. Th.s sche­

dule replaced 50 percent of wages for approximately two-thirds of claimants, but 
wage inflation since 1980 has steadily eroded this level of wage replacement. 

Although a small increase of $6 was approved in 1982, only about 56 percent of 
claimants receive 50 percent wage replacement under the current schedule. The 

proposed schedule would increase costs to the trust fund by about 12.7 percent.

S r :tions 7 and 8. These two sections would change the requirements for the receipt 

of dependents allowance. The amendments do not change the amount of the allowance.

Under the current statute, an individual claiming d e p e n d e d  allowance must certify 

(and be able to prove) that he or she is providing more than 50 percent of the 
dependents' support. The dependents must be claimed when the claimant first files 

for benefits, and the number of dependents cannot be changed during the benefit 
year unless the claimant acquires an additional dependent by birth or adoption. 

These two features of the present law -the "primary support" requirement and the 
requirement that dependents must be claimed at the beginning of the benefit yeaA 

-- are not necessary for the administration of the dependents provision, and they 
may frustrate its purpose.

In households where both parents work, the children are jointly supported. How­

ever, under the "primary support" requirement only one parent may claim dependents 
in the household, even though the other parent may be providing a larger percentage 

of his or her wages for support of the children. The proposed changes would pay 

dependents allowance to either parent having physical custody of the child. The 
same dependent could not be claimed by both parents, but a parent could claim any 

dependents in the household which are not being claimed by the other parent. The 
"primary support" requirement has been retained as an alternative, so that a 
non-custodiaI parent may qualify for the dependents allowance. In other words, 
"dependent" has been redefined to mean one who is either in the physical custody 

of the claimant or dependent on the claimant for more than 50 percent of support.
However, to claim a dependent over 18 years of age the claimant would still be

required to show primary support, the same as in the current law.

The proposed changes would also allow a claimant to add dependents (up to a limit 
of three) for any reason ..bile drawing regular benefits during his benefit year. 
For example, a claimant whose wife is claiming their two children would not be

able to claim the children when he first files his claim. However, he would be
able to claim the children after his wife's henefit year ends, for the remainder 

of his own benefit year. Under tne current law, this claimant would be unable to 
claim the dependents for his entire benefit year.

Section 9 . This section establishes an interim benefits program to pay benefits 
to employees of educational institutions who would have their regular unemployment 

benefits reduced or denied under the changes proposed in sec. 11 of this bill. 
St" :icn 11 adds a new subsection (h) to AS 23.20.381 to disqualify employees



other than instruct'onal, research, and administrative employees during the period 
between academic years or terms. This change is required in all state Ijws by 
Public Law 98-21. The interim benefits program wnuld pay these employees the 

difference between their regular amount and the amount they would receive under 

AS 23.20.381(h). The administrative and benefit costs of interim benefits must 
be financed from the general fund, because financing the benefits from the unem­
ployment trust fund would constitute noncompliance with Public Law 98-21.

Section 10. This section amends AS 23.20.362(c) by adding severance and termi­

nation payments to the list of income which is deducted from UI benefits. Under 
the provision as it now stands, wages in lieu of dismissal notice and payments for 
accrued vacation, sick leave, and holidays are deducted dollar for dollar from UI 

benefits payable. Tnese payments are treated differently from regular wage payments, 
which are deducted under AS 23.20.360 at the rate of $.75 for every $1 earned for 
the week in excess of $50. The vacation, sick, and holiday pay, and wages in liou 

of notice, unlike regular wage payments, do not show any new attachment to the 
•lahor market, but are paid on for these payments is justifiable on the basis that 
unemployment insurance should not be paid for a week if the claimant is already 

receiving a "wage replacement" for that week based on his previous work. However, 
because of the language of the provision, "severance" and "termination" pay are 
not deductible, even though the rationale for deducting them is the same as for 

the other "wage replacement" payments.

Section 11. AS 23.20.381(e' currently disqualifies an individual working in an 
instructional, research, or principal administrative capacity in an educational 
institution, during the period between two academic years or terms, or during a 
period of paid sabbatical leave. This provision is required in all state laws for 

conformity with Sec. 3304 (a)(6)(A) of the federal Unemployment Tax Act (FUTA).

the FUTA has now been amended by Public Law 98-21 to extend the disqualification 
to:

1. All employees of educational institutions.

2. Employees of "educational service agencies" serving in educational 
institutions.

3. Any established vacation period or holiday re-.ess.

These changes are required in all state laws to avoid denial of certification for 
the FUTA tax offset credit and administrative grants.

Section 12. Section 202 of the Federal State Extended Unemployment Compensation 
Act previously required the indefinite disqualification of an extended benefit 
claimant who die! not actively engage in seeking work, regardless of.the reason the 

claimant did not seek work. This requirement has been relaxed by P.L. 98-21. A 

state is now permitted to apply regular state able and available provisions if the 
extended benefit claimant failed to seek work because he was hbsp'talized or on 
jury duty. This is entirely optional, but we recommend enactment of conforming 
legislation to take advantage of the relaxation of federal requirements.
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HCS FOR CS FOR SB 525 (L&C)

BILL ANALYSIS

Section 1 . This is a "housekeeping" amendment which would make a technical 
change to the training and building fund provision so that unobligated money

in the training and building fund could be held an additional 30 days past
the end of the fiscal year. The law currently requires that any unobligated 
mrney over $100,000 in the training and building fund must lapse to the unem­

ployment trust fund on the last *'v of the fiscal year. This money is obli­

gated in appropriations bills pr ‘■he end of the fiscal year, but the
bills are often not signed until ? end of the fiscal year. The money

is therefore not technically obliqaf after the money has already
lapsed back to the unemployment nd. The proposed amendment solves
this "accounting" problem by hold money in the training and building

fund until the appropriation is signe.

Sections 2 and 3 . The Tax Equity and Fiscal Responsibility Act of 1982 (Public 
Law 97-248) amended the Federal Unemployment Tax Act (FUTA) to increase the 

gross FUTA tax on employers from 3.5 percent to 6.2 percent. It also increased 
the additional credit against the RITA tax for contributions to a state unem­

ployment fund from 2.7 percent to 5.4 percent. These amendments are effective 
January 1, 1985. Because of the language of the FUTA, a ' 1 employers in the
state cannot be guaranteed the full FUTA credit of 5.4 percent unless the state
law includes a maximum (standard) state tax rate of at least 5.4 percent.

Section 2 of the bill amends AS 23.20.170 to enact a standard rate of 5.4 per­
cent. Rates below 5.4 percent would continue to be granted under AS 23.20.290.

Section 3 of the bill amends AS 23.20.290 by adding a 21st rate class comprised 
of employers with the highest quarterly decline quotients whose cumulative pay­

roll is .01 percent of the total payroll in the state. This small minority
of employers would receive a rate not less than 5.4 percent. The FUTA requires

that the 5.4 percent rate be actually assessed at least one employer in the 
state, in order for all employers in the state to be guaranteed the maximum 
additional FUTA credit of 5.4 percent. This amendment meets the requirements 

of the FUTA with the least distortion to the present rate structure.

Section 4 . This section amends AS 23.20.290(e) to include interest earned on 
the unemployment: trust fund in the benefit cost rate computation. Unemployment

tax contributions are computed as a percentage of the benefit cost rate, under 
a formula designed to recover all outlays from the fund. Interest earnings are 

not currently shown as income to the fund. Unless corrected, this will continue

to cause higher than necessary taxes.

Section 5. This section complements the amendment made to AS 23.20.290(e) under 
sec. T P  of the bill. It. amends AS 23.20.290(f) to provide for a negative fund 
solvency adjustment (in effect, a fund solvency credit) when the unemployment 

trust fund reaches a certain level of adequacy, defined a ; a reserve rate (ratio
of fund balance to total state wages) of at least 3.3 perr.nt.



Section 6. This section amends the benefit schedule in AS 23.20.350(d) to pro­

vide a maximum' UI weekly benefit amount of $188, not counting dependents allow­
ance, This will provide approximately 60 percent of claimants with replacement of 
50 percent of their average weekly wages. Federai benefit adequacy guidelines 

suggest that a state's benefit schedule should provide 50 percent wage replacement 
for at least 80 percent of claimants. However, Alaska's liberal eligibility pro­

visions make application of the federal guidelines coo costly. The benefit sche­
dule was amended in 1980 to provide a maximum weekly benefit of $150. This sche­

dule replaced 50 percent of wages for approximately two-thirds of claimants, but
wage inflation since 1980 has steadily eroded this level of wage replacement.

Although a small increase of $6 was approved in 1982, only about 56 percent of 
claimants receive 50 percent wage replacement under the current schedule. The 

proposed schedule would increase costs to the trust fund by about 12.7 percent.

Sections 7 and 8. These two sections would change the requirements for the receipt 

of dependents allowance. The 'mendments do not change the amount of the allowance.

Under the current st ite, an individual claiming dependents allowance must certify 

(and be able to prove) that he or she is providing more than 50 percent of the 
dependents' support. The dependants must be claimed when the claimant first Files 

for benefits, and the number of dependents cannot be changed during the benefit 
year unless the claimant acqu'res an additional dependent by birth or adoption. 

These two features of the present law -the "primary support" requirement and the 
requirement that dependents must be claimed at the beginning of the benefit year 

-- are not necessary for the administration of the dependents provision, and they 
may frustrate its purpose.

In households where both parents work, the children are jointly supported. How­

ever, under the "primary support" requirement only one parent may claim dependents 
in the household, even though the other parent may be providing a larger percentage 
of his or her wages for support of the children. The proposed changes would pay 

dependents allowance to either parent having physical custody of the child. The 
same dependent could not be claimed by both parents, but a parent could claim any 

dependents in the household which are not being claimed by the other parent. The 
"primary support" requirement has been retained as an alternative, so that, a 

non-custodial parent may qualify for the dependents allowance. In other words, 
"dependent" has been redefined to mean one who is either in the physical custody 

of the claimant or depenaent on the claimant for more than 50 percent of support. 
However, to claim a dependent over 18 years of age the claimant would still be 

required to show primary support, the same as in the current law.

The proposed changes would also allow a claimant, to add dependents (up to a limit 
of three) for any reason while drawing regular benefits during his benefit year. 
For example, a claimant whose wife is claiming their two children would not be 

able to claim the children when he first files his claim. However, he would be 
able to claim the children after his wife's benefit year ends, for the remainder 

of his own benefit .year. Under the current law, this claimant would be unable to 
claim the dependents for his entire benefit yea?-.

Section 9 . This section establishes an interim benefits program to pay benefits 
to employees of educational institutions who would have their regular unemployment 

benefits reduced or denied under the changes proposed in sec. 11 of this bill. 
Section 11 adds a new subsection (h) to AS 23.20.381 to disqualify employees



other than instructional, research, and administrative employees during the period 

between academic years or teims. This change is required in all state laws by 
Public Law 98-21. The interim benefits program would pay these employees the 

difference between their regular amount and the amount they would receive under 

AS 23.20.381(h). The administrative and benefit costs of interim benefits must 
be financed from the general fund, because financing the benefits from the unem­

ployment trust fund would constitute noncompliance with Pub,lie Law 98-21.

Section 10. This section amends AS 23.20.362(c) by adding severance and termi­

nation payments to the list of income which is deducted from UI benefits. Under 
the provision as it now stands, wages vn lieu of dismissal notice and payments for 
accrued vacation, sick leave, and holidays are deducted dollar for dollar from UI 

benefits payable. These payments are treated differently from regular wage payments, 
which are deducted under AS 23.20.360 at the rate of $.75 for every $1 earned for 
the week in excess of $50. The vacation,, sick, and holiday pay, and wages in lieu 

of notice, unlike regular wage payments, do not show any new attachment to the 
labor market, but are paid on for these payments is justifiable on the basis that 
unemployment insurance should not be paid for a week if the claimant is already 

receiving a "wage replacement" for that week based on his previous work. However, 
because of the language of the provision, "severance" and "termination" pay are 
not deductible, even though the rationale for deducting them is tne same as for 
the other "wage replacement" payments.

Section 11. AS 23.20.381(e) currently disqualifies an individual working ir. an 

instructional, research, or principal administrative capacity in an educational 
institution, during the period between two academic years or terms, or during a 

period of paid sabbaticai leave. This provision is required in all state laws for 

conformity with Sec. 3304 (a)(6)(A) of the Federal Unemployment Tax Act (FUTA).

The FUTA has now been amended oy Public Law 98-21 to extend the disqualification 

to:

1. All employees of educational institutions.

2. Employees of "educational service agencies" serving in educational 

institutions.

3. Any established vacation period or holiday recess.

These changes are required in all state laws to avoid denial of certification for 
the FUTA tax offset credit and administrative grants.

Section 12. Section 202 of the Federal State Extended Unemployment Compensation 

Act previously required the incefi.nite disqualification of an extended benefit 
claimant who did not actively engaqe in seeking work, regardless of.the reason the 

claimant did not seek work. This requirement has been relaxed by P.L. 98-21. A 
state is now permitted to apply reqular state able and a/ailable provisions if the 

extended benefit claimant failed to seek work because he was hospitalized or on 

jury duty. This is entirely optional, but we recommend enactment of conforming 
legislation to take advantage of the relaxation of federal requirements.



Section- 1 3. This amendment to AS 23.20.505 addresses circumstances under which 

workers on "R and R" might qualify as "unemployed" a-nd thus be potential ly eligible 
for benefits under the Act. Under current Sec. 505 a person is "unemployed" for a 
week in which he performs no service and receives no wages. This allows potential 

abuse by individuals who are fully employed but receive "R and R" for a week (or
more) as part of their regular work schedule. For example, an individual may work

60 hours per week for two weeks and then receive a week off, This "two weeks on,
one week off" schedule may continue indefinitely. This individual is technically

unemployed under Sec. 50 d during his week off. But we do not believe it is 
correct to pay benefits when the employment relationship has not been severed and 

the individual is actually fully employed, i.e., working an average of at least 40 
hours per week.

Section 14. AS 23.20.526(a) was amended in 1982 by adding paragraph (22) to ex- 

clucie from UI coverage certain corporate officers who control at least 25 percent 

of corporate stock. Subparagraph (D) of paragraph (22) specifies that the corpor­
ate officer must agree to ooncoverage. The U.S. Department of Labor now believes 
that subparagraph (D) constitutes a waiver of benefit rights. This raises an 

issue of conformity with Sec. 303(a)(1) of the Social Security Act, which is inter­

preted as forbiddi'.g any waiver, assignment, pledge, or encumbrance of a right to 
unemployment compensation. (Such a waiver would also be contrary to AS 23.20.395).

This conformity issue could result in the withholding of administrative grants to 
Alaska. The proposed repeal of subparagraph (D) would remove the "waiver", result­

ing in an outriqut exclusion of coverage for these corporate officers and resolving 
the conformity problem.



MAY 15, 1984

TO: JOHN

FROM: KEN

RE: L & C COMMITTEE HEARINGS (OPENING REMARKS)

THERE ARE FOUR BILLS ON SCHEDULED TO BE HEARD IN COMMIT­

TEE TODAY. BECAUSE OF THE COMPLEXITY OF THE FIRST BILL 

TO COME BEFORE THE COMMITTEE, WE MAY NOT BE ABLE TO HEAR 

ALL THIS LEGISLATION TODAY. IF WE ARE NOT FINISHED WITH 

THIS LEGISLATION TODAY , ' IT  IS MY INTENTION TO RECESS UNTIL 

TOMORROW MORN1NG AT 8:15. WE WILL CONTINUE THE PROCESS 

UNTIL THE COMMITTEE HAS COMPLETED THE WORK NECESSARY ON 

THESE BILLS.

THE FIRST PIECE OF LEGISLATION TO HEARD IS SB 525 , "AN ACT 

RELATING TO UNEMPLOYMENT INSURANCE." THE MAIN PURPOSE 

OF THIS BILL IS TO BRING THE STATES UNEMPLOYMENT INSUR­

ANCE LAWS IN TO CONFORMITY WITH FEDERAL LAWS. IT ALSO 

WOULD INCREASE WEEKLY UNEMPLOYMENT BENEFITS AND CALLS 

FOR A NEW METHOD OF CALCULATING THE UNEMPLOYMENT TAX 

THAT EMPLOYERS PAY. THAT IS JUST A BRIEF OUTLINE FOR A 

VERY COMPLEX BILL. I WOULD NOW ASK THE DEPARTMENT OF 

LABOR TO COME FORWARD TO GO THROUGH THIS BILL WITH THE 

COMMITTEE.
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FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)

TITLE: "An Act relating to Unemployment Insurance."

AGENCY AFFECTED: Department of Labor

Pago 2

This bill would require the Department of Labor to pay unemployment Insurance 

benefits to qualifying persons between school terms. Two costs won'Id be 

associated with this bill, the actual costs of the benefits paid and the admin­

istrative costs to run the program.

The estimated benefits to be paid in Fiscal Year 1985 are calculated as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 135

$ 189,000

Average Length of Claim x 10 wks

$1,890,000

Adjustment for Increase in Average Weekly + 110,000 

Benefit Amount from S135 to $150

Total Benefits Fiscal Year 1985 $2,000,000

The estimated benefits to be paid in fiscal years 1986 - 1989 are as follows:

Number of Eligible Claimants $ 1,400

Average Weekly Benefit Amount x 150

$ 210,000

Average Length of Claim x 10 wks

Total $2,100,000

Administration costs to run this program would include the salar es of eight 

seasonal Unemployment Insurance Specialist I's for four months each. Con­

tractual and Supply costs associated with these positions would include postage 

and forms, as well as normal expenses. One-time expenses would include $.10,000 

in Contractual in Fiscal Year 1985 to complete automation of the claims proces­

sing function, and $5,000 in Fiscal Year 1985 co purchase equipment for this 

function.

In preparing the cost estimate for benefits to be paid the following assumptions 

were made:

1. An effective date of May 22, 1984.

2. The average weekly benefit amount would increase from $135 to $150 on 

October 1, 1984.

3. to increase in claims would be seen from F^sce Year 1985 - 1989.

4. There would be no further increase in benefit amount from Fiscal Year 1985 

- 1989.
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THE LEGISLATURE OF THE STATE OF ALASKA 
THIRTEENTH LEGISLATURE 

BILL/RESOLUTION NO: HCS CSSB 525 (L&C)
TITLE: "An Act relating to Unemployment Insurance."
AGENCY AFFECTED: Department of Labor
Page 3

FISCAL NOTE

In preparing the cost estimates for administrative costs the following assumptions 
were made:

1. An effective date of May 22, 1984.
2. An annual inflation rate of six percent.

L E G :B :14
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Section 13. This amendment to AS 23.20.505 addresses circumstances under which 
workers on "R and Rr' might qualify as "unemployed" and thus be potentially eligible 
for benefits under the Act. Under current Sec. 505 a person is "unemployed" for a 
week in which he performs no service and receives no wages. This allows potential 

abuse by individuals who are fully employed but receive "R and R" for a week (or
more) as part of their regular work schedule. For example, an individual may work

60 hours per week for two weeks and then receive a week off. This "two weeks on,
one week off" schedule may contin'jp indefinitely. This individual is technically
unemployed under Sec. 505 during his week off. But we do not believe it is 
correct to pay benefits when the employment relationship has not been severed and 

the individual is actually fully employed, i.e., working an average of at least 40 
hours per week.

Section 14. AS 23.20.526(a) was amended in 1982 by adding paragraph (22) to ex­
clude from UI coverage certain corporate officers who control at least 25 percent 
of corporate stock. Subparaqraph (D) of paragraph (22) specifies that the corpor­
ate officer must agree to ncoverage. The U.S. Department of Labor now believes 
that subparagraph (D) constitutes a waiver of benefit rights. This raises an 
issue of conformity with Sec. 303(a)(1) of the Social Security Act, which is inter­

preted as forbidding any waiver, assignment, pledge, or encumbrance of a right to 
unemployment compensation. (Such a waiver would also be contrary to AS 23.20.395).

This conformity issue could result in the withholding of administrative grants to 
Alaska. The proposed repeal of subparagraph (D) would remove the "waiver", result­
ing in an outright exclusion of coverage for these corporate officers and resolving 
the conformity problem.





3AAC26.070. Standards for Prompt, Fair and Equitable Settlements Appli­

cable to All Insurers, (a) An insurer or a person designated by the insurer 

to act on its behalf involved in the settlement of a claim must, within 15 days 

or the time frame specified in cue. insurance contract, after receiving a 

properly executed proof of loss or other evidence of loss acceptable to the

insurer from a first party claimant, advise the claimant of the acceptance or 

denial of the claim.

(b) A  claim denial must be in writing and a copy or the capability of 

reproducing its text must be included in the claim file.----

(c) A  claim denial based on a specific policy provision, condition or 

exclusion must include, in the written denial, reference to that specific 

provision, condition, or exclusion.

(d) If an insurer or a person designated by the insurer to act on its 

behalf needs more time to determine whether the claim of a first party claimant 

should be accepted or denied, notification must be given to the first party 
claimant within 15 working days after the receipt of the proof of loss giving 

the reason more time is needed. 45 days from the date of the initial noti­

fication and every 45 days thereafter while the investigation remains incom­

plete, written notification must be provided to the claimant stating the reason 
additional time is necessary to complete the investigation.

(e) An insurer or a person designated by the insurer to act on its b e­

half may not fail to settle a claim for first party claimant on the grounds 

that responsibility for payment should be assumed by others, except as may be 

expressly provided otherwise by the provisions of the insurance policy issued 
by the insurer.

(f) If negotiations for settlement of a claim continues directly with a 

claimant who is neither an attorney nor represented by an attorney to a point 

in time when the claimant's rights may be affected by a statute of limitations 

or a policy time limit, written notification must be provided to the claimant 

stating that the time limit may be expiring and may affect the claimant's 

rights. Notice must be given to first party claimants not less than 30 days 

before, and to third party claimants not less than 60 days before, the date on 

which the insurer believes the time limit may expire.

(g) A statement may not be made that indicates the rights of a third party 

claimant may be impaired if a form or release is not completed within a given 

period of time, unless the statement is given for the purpose or notifying the 

third party claimant of the provision of a relevant statute of limitation.

(h) If an insurer has a reasonable basis, supported by specific informa­

tion available, for inspection by the division of insurance, for suspecting that 

a first party claimant has fraudulently caused or contributed to the loss, the 
insurer is relieved from the requirements of this sections however, the in­

surer must, within a reasonable time for full investigation and after receipt 

of a properly executed proof of loss, advise the claimant of the acceptance or 
denial of the claim. (Eff. / / , Reg. )

Authority: AS21.06.090

A S 2 1 . 3 6 . 125 

A S 2 1 .36,350
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jvf. 43.20.031. T a x a b l e  i n c o m e  o f  residents; d e d u c t i o n s :  e x c m p -  

rv (a) I R e p e a l e d ,  § 1 0  c b  1 S S S L A  1980.)  

f I R e p e a l e d , § 1 0  c b  1 S S S L A  1 9 8 0 . ]

r' In computing the tax under this chapter, the taxpayer is not 

•:!led to deduct any taxes based on or measured by net income, 

d' Banks and savings and loan associations chartered by the federal 
■.eminent or the state are exempt from income tax under this chap-

f An affiliated group of corporations m a y  m a k e  or the commis- 

vr may require them to m a k e  a consolidated return for the taxable 

ir in p\?"° of separate returns. For purposes of calculating the

•vunt v. tax payable by the group under a consolidated filing, 26

1501 —  1552 (Internal Revenue Code), as amended, apply, 

f I R e p e a l e d ,  § 10 c b  1 S S S L A  1980.1 
IRepealcd. § 10 c b  1 S S S L A  1980.]

h1 IRepealcd, § 10 c b  1 S S S L A  1980.]
i> A corporation which is a m e m b e r  of a group of unitary corpora- 

-< which collectively has income from business activity taxable both 

•«. !c and outside the state, or income f;om other sources both inside 

•3 outside the state, shall determine its income from sources in this 

* by use of the combined method of accounting. (§ 5 cb 70 S L A

■"..am §§ 3 —  5 ch 125 S L A  1976; a m  § 8 ch 73 S L A  1977; a m  § 6

* 113 S L A  1977; a m  5 1 ch 8 S L A  1978; a m  § 235 ch 100 S L A  1980;

I “ 1$ 14 —  17 ch 113 S L A  1980; a m  § 10 ch 1 S S S L A  1980; a m  § 9
! '2 SSSLA 1980)
t

references. — For legislative 
nnti purpose of the third mu! 

•:r*h 1980 amendments, see 8 t, ch. I, 
“l-\ 1980, and 8 1. ch. 2, SSSLA 1980,

* V Temporary and Special Acts: for dis­
proof contributions, see AS 24.-lO. 121;

* '-*» exemption for permnncnl fund divi- 
“-■!«, see AS 43.2,3.090.

The second and fourth 1980 amend­
ments affected subsections (a) and (hi 
repealed by the third 1980 amendment, 
deleted "or combined" following "make a 
consolidated" in the first sentence of sub­
section (el, and added subsection til.

The third 1980 amendment repealed 
subsections (a), (b* (IT. («). and (111.

Sr. 43.20.033. Taxable income of fiduciary. IRepealcd, § 1 0  cb 1 
-88LA 1980.]

-Vc. 43.20.035. Taxable income of nonresidents and part-year resi­
s ts . IRepealcd, § 10 ch 1 SSSLA 1980.1

^  See. 43.20.030. Federal tax deductions and credits, (a) For 

K-T>ose.s of calculating the income tax payable under this chapter, the 

5, 3-ipnyer m a y  not apply as a credit against his tax liability the foreign 

\ 5« credit allowed as to federal taxes under 26 U.S.C. 33 (Internal 
W n u e  Code).

<bl For purposes of calculating the income tax payable under this 

f *.»rtcr, the taxpayer m a y  apply as a credit against tax liability the

Title 
44 
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§ 43.70.030 A l a s k a  S t a t u t e s  § 43.70.030

license. 1960 Op. Ally Gen., No. 27.
AS 43.70.110 and this section make no 

provision for the exemption from the 
license requirement of a religious corpora­
tion which is doing b u sir '-3. 1960 Op. 
Att’y Gen., No. 25.

A religious corporation receiving rents 
from the renting of an apartment or apart­
ments must obtain an Alaska business 
license as a condition precedent to

engaging in such business. 1960 Op Att’y 
Gen., No. 25.

The state may revoke the license of a 
collection agency which does not have a 
proper bond on file with the tax commis­
sion. 1960 Op. Att’y Gen., No. 27.

A guide to a workable procedure for 
license revocation is found in chapter 2 of 
the Alaska Administrative Procedure Act. 
1960 Op. Att’y Gen., No. 27.

NOTES TO DECISIONS

A license confers no right of prop­
erty. Thiinket Packing Co. v. Harris & 
Co.. 5 Alaskn 471 (1916).

It merely authorizes the holder to 
carry on a certain business, but does not 
grant to the holder any place of business, 
any more than the issuance of a saloon 
license grants to the holder a building in 
which to conduct a saloon, or the issuance 
of n mercantile license, a budding in which 
to conduct a store. Columbia Salmon Co. v.

Berg, 5 Alaska 538 (1916).
Purpose of tux'. — Although this sec­

tion requires a license for the "privilege” of 
engaging ,n a business in Alaskn, this lan­
guage does not render it invalid nor 
destroy the legislative intent that the 
purpose of the ixx is to raise revenue, and 
not to regulate ; ny business. Territory of 
Alaska v. Journal Printing Co., 15 Alaska 
676, 135 P. Supp. 169 (I). Alaska 1955).

Sec. 43.70.030. Levy a nd computation of lictnse fee. (a) The

license fee for each business is $25.

(b) The license fee for each national bank and slate bank, trust 

company and savings and n association is seven percent of its net 

income. Net income means the taxable income of each taxpayer before 

net operating loss deduction and special deductions, computed as 

required under the Internal Revenue Code of the United States and 

includes all other income, including income from federal, state or 

municipal obligations. Each of these taxpayers required to m a k e  a 

return under the provisions of the Internal Revenue Code shall at the 

same time file with the department a return setting out the amount of 

tax due under this chapter, and other information for the purpose of 

carrying out the provisions of this chapter which llie department 

requires. Each of these taxpayers shall also .vt the same time file a true 

and correct copy of the tax return which it has filed with the Internal 

Revenue Service. A  taxpayer filing under this subsection shall use the 

same tax year as the taxpayer uses for federal income tax purposes. 

A n y  approved extension of time to file the taxpayer’s federal income 

tax return automatically extends the time for filing under this chapter. 

A n y  agreement which a taxpayer enters into with the Internal Reve­

nue Service which extends the statute of limitations for any federal 

income tax return will apply to returns filed under tins chapter. The 

department may, in its discretion, grant an extension of time to file or 

an extension of the statute of limitations independent ol federal action. 

Every taxpayer shall notify the department in writing, within iJO days, 

of any alteration in, or modification of its federal income tax return and

176
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§ 43.70.030 R e v enue a n d T axation § 43.70.030
of a recomputation of tax or determination of deficiency. For purposes 

of applying the statute of limitations, this notification constitutes a 

separate return, and failure to file this notification will have the same 

effect as the failure to file a return under this title.
(c) The license for the privilege of taking orders through use of cata­

logs and by mail order offices in the state is the same as set out in this 

chapter for business generally.
(d) The fee of $25 applies to all of the provisions of this section, and 

shall accompany the application. The balance is due and payable on the 

last day of the taxpayer’s tax year and shall be paid before the 15th day 

of the third month following the end of the tax year, except that the 

time for filing the return m a y  be extended as provided in (b) of this 

section. To enable accurate determination of the balance of the tax due 

at the end of each year, each person to w h o m  this chapter applies shall 

keep records, give statements under oath, and m a k e  returns which the 

department requires. Returns are mad e  under penalty of perjury. (§ 5 

ch 43 S L A  1949; a m  § 1 ch 128 S L A  1955; a m  S 1 ch 101 S L A  1960; 

a m  § 1 ch 68 S L A  1973; a m  § 1 ch 50 S L A  1975; a m  § 3 ch 144 S L A  

1978)

NOI^STO DECISIONS

Tax imposed on state obligations 
and bonds. — To the extent that all 
federal obligations are subject to the busi­
ness license lax. including those obli­
gations afforded u specific tax exemption 
by Congress, subsection lb) of this section 
must equally impose the tax on state obli­
gations nnd bonds, which are otherwise 
tax exempt pursuant to specific state tax 
exemptions, in order to avoid any unlawful 
discrimination against federal securities. 
National Hank v. State, Dep'l of Revenue, 
Sup. Ct. Op. No. 2-180 (File No. 5-182). (112 
P.2d 811 (19821.

The legislature intended to define 
the term "net income" broadly for busi­
ness license tax calculation purposes. 
National Hank v. Slnle. Dep'l of Revenue 
Sup. Ct. Op. No. 2-180 (File No. 5-182), 6-12 
P.2d 811 (1982).

The "all other income" category in 
subsection <b) is interpreted us an attempt 
by the legislature to reach those types of 
income, such as bond interest, which are 
not olherwiri' subject to federal income 
taxation. National Hank v. State. Dep t of 
Revenue, Sup. Ct. Oo. No. 2-180 (File No. 
5-182). 012 P.2d 811 (1982).

Alaska State Housing Authority and 
Alaska Housing Finance Corporation 
bonds are not "state obligations" for 
purposes of subsection ibi of this section.

National Hank v. State, Dep’l of Revenue, 
Sup. Ct. Op. No. 2-180 (File No. 5-182), (M2 
P.2d 811 (1982).

Alaska State Housing Authority nnd 
Alaska Housing Finance Corporation bond 
interest falls within the meaning of the 
phrase "all other income" in subsection (b) 
of this section and is to be considered as 
"net income” of the banks for purposes of 
determining their business license tax lia­
bility pursuant to subsection ib). National 
Hank v. State. Dep’l of Revenue, Sup. Ct. 
Op. No. 2-180 (File No. 5-182), (M2 P.2d 811 
(1982).

The purpose of excluding "insur­
ance businesses" from the coverage of 
subsection (a) by virtue of the definition 
in AS -18.70,110(1) is apparently to uvoid 
taxing these businesses twice, since 
insurers are subject to a premiums tax 
’inposed by AS 21.09.210. Northern 
Adjusters, Inc. v. Department of Revenue, 
Sup. Ct. Op. No. 2832 (File No. 5128), 027 
P.2d 205 (1981).

Adjusters, — Hecause adjusters ure not 
"insurers" subject to the premiums tax, 
they diould not be viewed as "insurance 
busin isses" exempt from the general 
lic-n e tax. Northern Adjusters, Inc. v. 
Department of Revenue, Sup. Ct, Op. No, 
2332 (File No. 5128), (127 I* 2d 205 (19811.
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S t a t e  o f  A l a s k a

OFFICE or THE GOVERNOR 
J U N K A U

M a r c h  21, 1984

The H o n o r a b l e  Jalmar Ke rt tula 
A l a s k a  S tate Senate 
Pouch V
Juneau, A K  99811 

Dear Se n at o r Kerttula:

Under the au th or i ty  of art. Ill, sec. 18, of the Al as ka  
Cons ti tu tion, I am transm itting a bill to amend AS 43, the 
Revenue and T ax at io n Code, by re p ea l in g  AS 43.20.031(d) 
and AS 4 3 . 7 0 . 0 3 0 ( b) .

This bill re peals AS 43.20.031(d), w h ic h  exempts banks and 
savings and loan as s oc ia tions from taxation under 
AS 4 3.20, the c o r p o r at e  income tax chapter. It also r e­
peals AS 43.70.030(b), w h i c h  taxes banks, trust companies, 
and savings and loan a s so c ia ti ons u nd er  AS 43.70, the 
Business Li ce ns e  Act.

Currently, banks and savings and loan as so ci a ti on s  are 
spec i fi ca l ly  e x em pt ed  from the c or pora te  income tax under 
AS 43.20 b e c a u s e  of federal re s tr ictions w h i c h  req uired 
states to tax nationa l banks and savings and loan a s s o­
ciations s e pa ra t el y  from other corporations. Those fe de r­
al r e st r ic t io n s no longer exist. Therefore, we may now 
tax banks under AS 43.20 along w i t h  all o th er co rp orate 
taxpayers, and that is what this bill will accomplish.

Sincerely,

Bill Sh effie
Go ve rn or

I
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STATE OF ALASKA 1989 LEGISLATIVE SESSION 

FISCAL NOTE

Revision Date

REQUEST FISCAL DETAIL

Bill/Resolution No:_______________________  Agency Affected: Department of Revenue

Title: State taxation of national banks Program Category Affected: Collection and

_____________________________ _________________Management_____________________________________________

Sponsor: Governor__________________________ BRU, Program of Subprogram(s) Affected:

Requestor:__________________________________ Audit Division________________________________________

r te of Request:___________________________ ____________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
1 FY 89 1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 89

1 1 1 L_ 1 1
100 PERSONAL SERVICES 1 — 1 — 1 1 1 ~ 1
200 TRAVEL 1 - 1 - 1 1 1 - 1
300 CONTRACTUAL 1 - i — 1 1 1 - 1
900 SUPPLIES 1 - 1 - 1 1 1 1
500 EQUIPMENT 1 - 1 - 1 i 1 1
600 LANDS & STRUCTURES 1 - 1 - 1 1 1 - 1
700 GRANTS, CLAIMS 1 - 1 .. 1 1 1 - 1 -
800 MISCELLANEOUS 1 - I - 1 1 1 - 1

TOTAL OPERATING 1 — 1 — 1 1 1 - 1

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

| GENERAL FUND | - |

j FEDERAL FUNDS | - I
j OTHER j - j

1 T O T A L _____________________________ j - j

POSITIONS:

| FULL-TIME | - |

j PART-TIME | - j
I TEMPORARY_________________________j - j

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Phone: 965-2320_________

Date: March 20. 1984

Date:

Agency: R e v e n u e _____________________________________________

Distr;tution (by Agency preparing fiscal note):

Legi.siative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

ANALYSIS: Attach a separate page for analysis.

i ft f
Prepared By: Maureen O^rien'^?? 1 \ > ! h  f  0  l-1 / 'J  i' i !_

Division: Audit Division _____  ^____

Approved by Commissioner:



C u r r e n t l y  banks are req uired to file returns and pay tax under 
a statute sep a ra te  from all other co rporati on s (AS 43.70).
This r e s u lt s  in s i g ni f ic a nt  a d m i n is tr a ti v e and legal problems. 
The D e p a r t m e n t  of Rev e nu e  therefore recommends that banks be 
taxed un de r the -same income tax statutes as other corporations 
(AS 43.20). -

A l t h o u g h  s tate and mu ni c ip a l interest is cu r r en t ly  taxable 
under AS 43 .7 0 and w ou ld  not be subject to tax under AS 43.20, 
we est im a te  that re qu ir ing banks to file under AS 43.20 rather 
than AS 4 3. 70  will result in no loss of revenue to the State. 
The D e p a r t m e n t ' s  p o s i t i o n  is that under IRC sec. 265(2), wh ich 
is adopted by re f er e nc e  in AS  43.20.021(a), no de duct io n is 
al lowed for e xpense s and interest incurred or continued to 
pur chase or carry  o b l i ga t io ns  the interest on wh ic h is exempt 
from tax. This includes not only expenses and interest related 
to tax ex em pt state and municipal interest income, but also 
expenses and int er es t related to tax exempt U.S. interest 
income. T he re fore, the total amount of no n de du c ti b le  expenses 
under AS 43.20 will be close to the amount of nontaxable income





STATE OF ALASKA 1984 LLCxSLATIVE SESSION
FISCAL NOTE

|Revision Date: I

REQUEST FISCAL DETAIL
Bill/Resolution No.; SB546_______ Agency Affected: Co mm e rc e  & Econ Dev
Title: A u t o  Servi ce  Corps. Program Category Affected:puhl ic ^ n f ^ r finn

Sponsor; L a b o r  & Co m me r c e  BRU, Program or Subprogram(s) Affected:

Requestor:__________________________   Division. Ql-Insu ra nce-------------
Date of Request:__________________ ___________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

•

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<(00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING 0 0 n n n n

I CAPITAL I I

I REVENUE

FUNDING: (Thousands of Doll ars)

CENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL n n n ---- Q_ n. n

POSITIONS:
[f u l l - t im e

[pa r t-t im e

TEMPORARY

IQURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS/ Attach a ./epar, i.e page for^analysis

Prepared\lycLj . Q h i ^ i ) f i H i
Division: I nfi n r/aifco V » ~(1/ ~ XZ

Pi. roctor Phone: 4 65-2915 

  Date: 5/3/84

Approved by Commissioner: Richnrd A. L v o n ________ Date: 5/3/84_______
Agency:_____ Commerce f< )■:conorni.c Dovoloninont

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83





M E M O R A N D U M

DATE: 7 M a r c h  1984

TO: R e p r e s en ta t iv e  Rick U e hl i ng

FROM: John G ea ry

RE: SCR 18

You r e q u e s te d  that I r e s e a rc h  SCR 18, a Senate resolution by 
Sen. Vic F i s c he r  to en c ou r a g e  Small B us i ne s s e s  in the State of 
A l a s k a .

The b o t t o m l i n e  is to create a task force to assess state 
p o l i c y  in contracting, local hire, and small b usiness  advo ca cy  
and to r e c o m m en d  measures t h a t  wi ll  promote, a ssist and a s su re  
tha t small b u s i n e s s  get a f a ir  shake in state funded 
c o n s t r u c t i o n  projects.

The G o v er n or  is requested to  a p p o in t the Att or n ey  General to 
r e c o mm e nd  m e a s u r e s  av ai l ab l e to the state to make sure the 
said small bus in e s se s  get a r e as o n a b l e  po r ti on  of the state- 
funde d c o n s t r u c t i o n  projects.



Representative John Ringstad 
District 20-B

P.O. Box 1848 
Fairbanks. Alaska 39707 
(907) 456-8336

Alaska ibtate leote&ture

House of Hepresentatibes

S  c  ( L

While in Juneau 
Pouch V
Juneau, Alaska 99611 
(907) 465-4998

February 22, 1984

TO: Representative John Cowdery

FROM: Representative John Ringstad

RE: NFIB, (National Federation of Independent Business)

Attached, please find a copy of a letter from the NFIB, and a copy cf 

their 1983 State Ballot survey results on various issues for your 

information. Gary L. Jenkins, Director of Governmental 

Relations/AJnska, (NFIB), wil l  be in touch with you on these issues in 
the near future.

JCR/atb



February 13, 1984

The Honorable John Ringstad 
Alaska House of Representatives 
Pouch V

Juneau, AK 99811

Dear Representative Ringstad:

Small business continues to be the largest generator of new joos in the 

United States, however, the number of jobs which are created often are 
significantly effected by state legislative actions. To ensure that 

legislators have the benefit of knowing how existing law and proposed 

legislation affects small business, the National Federation of 
Independent Business has been working with, not only the Alaska 

Legislature, but state legislatures nationwide for several years.

In Alaska, NFIB currently has a membership in excess of 3,600 which means 

that we usually represent a significant majority of the retail and 

service businesses in each city in Alaska. Each year we send a ballot to 

all of our members requesting their input on issues of current interest 

in Alaska. This ballot permits each member to express their feelings on 

these issues and gives ine direction regarding which issues should be 

pursued legislatively. I do not take a position on an issue for NFIB 
unless the members have voted on it and a majority favor the position 

being taken.

Enclosed for your information is a copy of our 1983 State Ballot showing 
the vote of the membership on the various issues. The issues which 

received strong support 'ire ones which I will be discussing with 
legislators during this and subsequent legislative sessions.

If I can provide you any additional information on NFIB or if you would 

like to know our position on a particular issue, feel'free to contact me.

NTIB/AIASKA
l.ej»iskimv Ouit'c 
I’.O. Box 191 
Alike H:. v, AK 99821 
VO?/Wit 100

Gary Director

Governmental Relations/Alaska



1 9 8 4  A l a s k a
National Federation 
of Independent Business 8 ’ m m TJUJ

I ’ o p y n i j h l  1 9 8 3  b \  N . i f n n u l  F e d e r j t u m  o f  I n d e p e n d e n t  B u s i n e s s  H r s r . i r r h  a n d  F d u c a i i o i i  F o u n d a t i o n

Dear NFIB M e m b e r

i This Ballot is solicited by NFIB Research a n d  Education Foundation to gather information pertaining to small 
business issues in your state.

i Your answers are valuable and will enhance the survey.

Please return the entire Ballot. T h a n k  you. _

Very truly yours.

J o h n  E. Sloan. Jr.. President 

NFIB Research a n d  Education Foundation

G E N E R A L  B U S I N E S S

In te r e s t  R a te s
1. S h o u l d  in te re s t  r a t e  ce i l ing s  b e  

r e p e a l e d  o n :  ( v o t e  o n  e a c h )
a .  B a n k  lo a n s  o f S 2 5 . 0 0 0  o r  less 

32%_v avur 6 02opp i .se  8;tmliti< lc il
i

b.

34%

S a v in g s  a n d  l o a n  a s s o c i a t io n  
lo a n s  o f  $ 2 5 ,0 0 0  o r  less

.Favor 58%,Oppose 8%i <„ilVmlccitlnl
j it

R e ta i l  i n s t a l lm e n t  c o n t r a c t s
inn/Oppose 1U I mleenleil36% favor 54%Onii(ise 10

d.

34%

R e ta i l  o p e n - e n d e d  
a c c o u n t s

c h a r g e

Favor 56% in/
Oppose IfF 1'mleenleil

\ 14

e . C r e d i t  c a r d  r e v o lv in g  a c c o u n t s  
i;r" Q7
’liilfDpposi' "uiTficlefiili’d
i > n

33%JA) fas  or
i

f. S t a t e  c h a r t e r e d  c re d i t  u n i o n s
35%i_ K u s o r 85. Oppose 10 I'mleenleil

g. S m a l l  lo a n  f i n a n c e  c o m p a n y  
lo a n s  o f  S 10 ,000  o r  less

33 / Favor 58 . Oppose 9 L'mleeideil
i  i  i  i t

B A C K G R O U N D :  H U  240 .  p r e s e n t ly  in 
th e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m ­
m it te e  p r o p o s e s  t o  r e m o v e  all l im i ta ­
t io n s  o n  ..!l ty p e s  o f  c red i t  in A la s k a .  
The m e a s u r e  w o u ld  p e rm i t  e a c h  f i n a n ­

cial i n s t i t u t io n  a n d  all b u s in ess e s  
e x te n d in g  c re d i t  t o  c h a r g e  w h a t e v e r  111- 
icrcst  r a t e  they  w ish ,  s u b j e c t  o n ly  to  
c o m p e t i t i o n  o f  i h e  m a r k e t p l a c e  a n d  
n e g o t i a t i o n  w i th  e a c h  in d iv id u a l  
s u s i o m e r .

C u r r e n t  l a w  l im its  b a n k s  a t  d  s a v in g s  
a n d  lo a n  a s s o c i a t i o n s  to  a  m a x i m u m  
in te re s t  r a t e  o f  5 %  o v e r  t h e  f e d e r a l  d is ­
c o u n t  r a t e  in  e f fe c t  a t  t h e  t im e  o f  th e  
l o a n  o n  a n y  lo a n  o f  S 2 5 .0 0 0  o r  less. 
T h e r e  a r c  n o  in te re s t  r a t e  l im i t a t i o n s  
o n  lo a n s  in excess  o f  S 2 5 .0 0 0 .  D u r in g  
th e  p as t  few  m o n t h s ,  th e  f e d e r a l  d i s ­
c o u n t  ra t e  l ia s  b ee n  3 . 5 % .  th e r e b y  se l ­
l in g  th e  m a x i m u m  a l l o w a b le  in te re s t  
r a t e  a t  1 3 .5 % .

A re ta il  b u s in e s s  se l l ing  m e r c h a n d i s e  
o n  a  re ta il  i n s t a l lm e n t  c o n t r a c t  is p r e s ­
e n t ly  l im i te d  to  a  m a x i m u m  in te res t  
l a t e  o l  1 0 %  p e r  ve.ir o n  m e  lirM 5 1 .0 0 0  
o l  c te d i i  e x t e n d e d ,  a m  3 %  o n  cieclii  m 
excess  o l  S I . 0 00 .  H o w e v e r ,  l o r  re ta il  
b u s in e s s e s  a s  well as  c re d i t  c a r d  c o m p a ­
n ies  e x t e n d i n g  o p e n - e n d e d  r e v o lv in g  
c h a r g e  a c c o u n t s ,  th e  m a x i m u m  in te res t  
r a t e  is 1 8%  p e r  y e a r  o n  th e  first  S I , 000  
o f  c re d i t  e x t e n d e d  a n d  th e  f e d e r a l  d is 
c o u n t  r a t e  p lu s  5 %  o n  c re d i t  in excess  
o f  S I , 0 00 .  A s ta te  c h a r t e r e d  c red i t  
u n i o n  is p r e s e n t ly  l im i te d  to  1 5 %  o r  
5 %  o v e r  t h e  fe d era l  d i s c o u n t  r a te ,  
w h ic h e v e r  is h ig h e r  o n  lo a n s  o f  a n y  
a m o u n t .  S m a l l  lo a n  f i n a n c e  c o m p a n i e s  
c a n  n o w  levy  a  m a x i m u m  in te re s t  r a le  
o f  3 6 %  p e r  y e a r  o n  t h e  f irs t  $ 8 5 0  o f  
c re d i t  e x t e n d e d  a n d  2 4 %  o n  c re d i t  u p  
to  S 10,000.

P r o p o n e n t s  o f  th e  r e m o v a l  o f  all in te r -  
esi  r a t e  l im i t a t i o n s  a r g u e  I ha t  m a n y  
f in a n c ia l  in s t i t u t io n s  a n d  b u s in e s s e s  
losi m o n e y  o n  (he ir  c re d i t  t r a n s a c t i o n s  
d u r i n g  th e  p e r io d  o f  v e ry  h ig h  in te re s t  
r a le s  a n d .  f u r t h e r ,  t h e  l im its  a r e  no  
l o n g e r  n e c e s s a ry .  If  th e  l im i t a t i o n s  
w e re  r e m o v e d ,  th e  m a r k e t p l a c e ,  i .e . ,  
c o m p e t i t i o n  f o r  th e  f i n a n c in u .  w o u ld  
set t h e  ra te s  a i  r e a s o n a b l e  levels  in l ine 
w i th  th e  r isk s  i n h e re n t  in th e  p a r t i c u l a r  
c re d i t  t r a n s a c t i o n .

O p p o n e n t s  a r g u e  t h a t  A l a s k a  d o e s  n o t  
h a v e  a  well d e v e lo p e d  m a r k e t p l a c e  a n d  
th e r e  a r e  m a n y  c o m m u n i t i e s  w h e r e  n o  
c o m p e t i t i o n  ex is ts  e i t h e r  f o r  b a n k in g  
o r  re ta i l  c r e d i t .  T h e  r e m o v a l  o f  all 
l im its  w o u ld  p e r m i t  th e  c h a r g in g  o f  u n ­
r e a s o n a b ly  h ig h  ra te s .  F u r t h e r ,  it h a s  
a l s o  b e e n  p o in t e d  o u t  t h a t  in ih e  c a se  
o f  c o n s u m e r  lo a n s  a n d  sm a l l  b u s in ess  
lo a n s  u n d e r  $ 2 5 .0(H), th e  m a r k e tp l a c e  
se e m s  to  reac t  v e ry  s low ly  w h e n  i n t e r ­
est ra le s  a re  fa l l in g  m  g e n e r a l .  I o r  
e x a m p l e  d u r i n g  th e  first few  m o n t h s  in 
1983 in C a l i f o r n i a ,  w h e r e  th e r e  .ire n o  
in te re s t  r a te  l im i ta t io n s ,  in te re s t  r a te s  
b e in g  c h a r g e d  o n  sm al l  lo a n s  by h a n k s  
w e r e  r u n n i n g  a t  2 0 %  to  2 5 % .  w h i le  
Kites in A la s k a  w ere  a b o u t  1 4 % .

I m e re s t  R a te s
2. S h o u ld  in te re s t  r a t e s  o n  p it tan ces  

o i  $ 1 ,0 0 0  o r  less Him a re  l im i te d  
to  a  m a x i m u m ,  s u c h  as t h e  1 3%  
t o r  business c re d i t  o r  c re d i t  c a r d  
c o m p a n i e s ,  be  m o d i f i e d  <j th e  
m a x i m u m  ra te  c o u ld  b e  i n c re a s e d  
w i th  t h e  fe d e r a l  d i s c o u n t  ra te ,  
o n c e  t h e  fe d e r a l  d i s c o u n t  r a t e  
r e a c h e d  a  p rc  "t level?

?<?_ I nilii iiliil307 Co7
%}J: ‘ fa v o r  Oppose
I :

B A C K G R O U N D :  P r o p o n e n t s  o f  this 
c o n c e p t  feel t h a t  b u s in ess e s  e x t e n d in g  
f i n a n c in g  a n d  c re d i t  s h o u l d  n o t  b e  so  
l im i te d  in th e  ra te s  th e y  c h a r g e  th a t  
they  lose  m o n e y :  t h e r e f o r e ,  th e  l im i t a ­
t io n s  s h o u ld  he  a l lo w e d  to  r ise  w h e n  in ­
te re s t  r a l e s  a r e  g en e ra l ly  h ig h .  Il h a s  
b ee n  p r o p o s e d  lha t  th e  m a x i m u m  ra te  
o n  a c c o u n t s  w i ih  b a l a n c e s  o l  $ 1 ,0 0 0  o r  
less b e  set a t  1 8 % ,  o r  <i% o v e r  th e  
fe d era l  d i s c o u n t  r a te ,  w h ic h e v e r  is 
h ig h e r .

R e s e a r c h  &  E d u c a t i o n  F o u n d a t i o n



O p p o n e n t s  a r g u e  t h a t  t h e  fe d e r a l  d i s ­
c o u n t  r a te  d o e s  n o t  n e c e ssa r i ly  in d ic a te  
th e  c o s t  o f  f u n d s  t o  f i n a n c ia l  i n s t i t u ­
t io n s  o r  b u s in e s s e s .  A  v a r ie ty  o f  o t h e r  
fa c to r s  a f f e c t  t h e  cos t  o f  f u n d s  t o  a  
p a r t i c u l a r  e n t i ty .  T h e y  a r g u e ,  t h e r e ­
fo re ,  t h a t  it is m o r e  a p p r o p r i a t e  to  r e ­
m o v e  a ll  l im i t a t i o n s  a n d  let m a r k e t  
c o n d i t i o n s  e s t a b l i s h  the  ra t e s .

B ad  C he ."k  P e n a l t i e s
3. D o  y o u  f a v o r  o r  o p p o s e  i n c re a s e d  

civil a n d / o r  c r im in a l  p e n a l t i e s  as  
a n  e f f e c t iv e  d e t e r r e n t  t o  th e  w r i t ­
in g  o f  b a d  c h e c k s ?

QG'V Z7 -10/
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B A C K G R O U N D :  It is w ell  e s t a b l i s h e d  
th a t  b a d  c h e c k s  a r e  a  p r o b l e m  t h a t  
eve ry  b u s in e s s  m u s t  d e a l  w i th  to  s o m e  
d e g re e .  H o w e v e r ,  th e  q u e s t i o n  h a s  
b een  ra i se d  w h e t h e r  th e  l a w s  o f  A l a s k a  
a re  p re s e n t ly  a d e q u a t e  to  d e a l  w i th  th e  
p r o b le m .  It I n s  b ee n  s u g g e s te d  t h a t  
e i th e r  o r  b o t h  the  civil o r  c r im in a l  p e n ­
a lt ie s  s h o u l d  b e  m a d e  s t r o n g e r  to  
a t t e m p t  to  r e d u c e  the  i m p a c t  o f  th is  
p r o b l e m .

B ad  C h e c k  C I" i l  P e n a l t i e s
4, S h o u l d  leg is la t io n  b e  a d o p t e d  to 

r e q u i r e  th a t  b a d - c h e c k  w r i t e r s  r e ­
p a y  n o t  o n ly  th e  L e e  v a lu e  o f  th e  
c h e e k  a n d  a n y  c o u r t  c o s t s  i n c u r ­
re d  by  th e  rec e iv e r  b u t  a l s o  civil 
d a m a g e s  o f  S 100 ( m i n i m u m )  o r  
t r ip le  t h e  a m o u i h  o f  th e  c h e c k ?

86.% Flour 10%_l)pp<>H' 4% I'nCii'ldi'il1 2  > i u

B A C K G R O U N D :  T a w  e n f o r c e m e n t  
o f f ic ia l s  f r e q u e n t ly  d o  n o t  p u r s u e  t h o s e  
w h o  w r i t e  h a d  c h e c k s  f o r  sm a l l  
a m o u n t s .  T hus ,  th e  o n ly  d e t e r r e n t  to  
w r i t in g  a  b a d  c h e c k  is th e  r e c e iv e r ’s 
( m e r c h a n t )  c o l l e c t io n  e f f o r t s .  C h e c k s  
w r i t t e n  lo t  m i u II a m o u n t s ,  w h ich  t o ­
g e th e r  ma> re p re s e n t  a  d e e p  cu t  in  a 
b u s in e s s ’s p r o f i t ,  f r e q u e n t ly  cos t  m o r e  
to  co l lec t  t h a n  th e y  a re  w o r t h .

If  th e  m e r c h a n t  w*as a l l o w e d  to  co l lec t  
f r o m  th e  h a d -o h c c k  w r i t e r  a  m i n i m u m  
o f  $10 0  o r  t r ip le  th e  a m o u n t  o f  th e  
c h eck  a s  d a m a g e s ,  in a d d i t i o n  to  th e  
b ase  v a lu e  o f  th e  c h eck  a n d  a n y  c o u r t  
cos ts  i n c u r re d ,  (h e re  w o u ld  b e  a rea l  i n ­
ce n t ive  fo r  i h e  m e r c h a n t  to  c o l lec t  a n d  
a d e t e r r e n t  to  b a d - c h e c k  w r i t in g .

C h e c k  I n f o r m a t i o n
5 . S h o u l d  f in a n c ia l  i n s t i t u t io n s  be  

r e q u i r e d  to  n u m b e r  c h e c k s  o n  
n e w  a c c o u n t s  b e g in n in g  a t  #101 
a n d  d is p la y  o n  t h e  f a c e  o f  th e  
c h e c k  th e  m o n t h  a n d  v e a r  th e  a c ­
c o u n t  w a s  o p e n e d ?

4 1 %  F a v n r  4 9 % O p p o : . e  1 0 / 1 ' t i l l  m i l l ' l l
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5 A .  S h o u l d  b a n k s  b e  a l l o w e d  to  
d isc lo s e  to  m e r c h a n t s  th e  b a n k  
a c c o u n t  i n f o r m a t i o n  o f  th o s e  
w h o  i s su e  c h e c k s  w h ic h  a r e  r e ­
t u r n e d  b e c a u s e  o f  in s u f f ic i e n t  
f u n d s ?  S u c h  i n f o r m a t i o n  m ig h t  
i n c lu d e  a c c o u n t  s t a tu s ,  c u r r e n t  
a d d r e s s ,  p h o n e  n u m b e r ,  a n d  his- 
t o r v  o f  r e t u r n e d  c h e c k s .
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B A C K G R O U N D :  In th e  U n i te d
S ta t e s ,  a p p r o x i m a t e ly  4 0 0 ,0 0 0  w o r t h ­
less c h e c k s  a r c  w r i t t e n  e v e ry  d a y .  
E ig h ty  p e r c e n t  o f  th o s e  c h e c k in g  a c ­
c o u n t s  a r c  six m o n t h s  o ld  o r  less.  
N u m e r i c a l  l is t ing  a n d  d a t e  o f  a c c o u n t  
o p e n in g  w o u ld  a le r t  m e r c h a n t s  to  n ew  
a c c o u n t s  a n d  to  t a k e  c a r e  in d e c id in g  
w h e t h e r  to  a c c e p t  i h o s e  c h e c k s .  A d d i ­
t io n a l ly ,  s e v e r a l  s t a t e s  h a v e  g iven  
f in a n c ia l  i n s t i t u t io n s  p e r m i s s io n  10  d i s ­
c lo se  a c c o u n t  i n f o r m a t i o n  to  e i t h e r  law 
ei f o r e e m c n t  o f f i c ia l s  o r  m e r c h a n t s  
w h o  rece iv e  a w o r th le s s  c h e c k .

O p p o n e n t s  o f  the  n u m b e r i n g  sy s te m  
b e l ieve  it w o u l d  c r e a te  p r o b l e m s  f o r  in ­
d iv id u a l s  a n d  b u s in e s s e s  w h o  f o r  c o n t i ­
n u i ty  p u rp o s e ; ,  w a n t  to  c o n t i n u e  to  
n u m b e r  c h e c k s  f r o m  w h e r e  t h e  o ld  a c ­
c o u n t  le f t  o f f .

L A B O R

M a n d a t o r y  O v e r t im e  W a g e s  
<>. S h o u l d  ex is t ing  law he  re p e a le d  

w h ic h  r e q u i re s  a  b u s in e s s  w i th  
f o u r  o r  m o r e  e m p lo y e e s  to  p ay  
o v e r t i m e  to  a n  e m p lo y e e  w h o  
w o r k s  m o r e  t h a n  8 h o u r s  in  o n e  
d a y ,  b u t  d o e s  n o t  w o rk  o v e r  40  
h o u r s  p e r  w e e k ?
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B A C K G R O U N D :  M o s t  sm a l l  b u s i ­
n esses  r e q u i r e  tha t  a  pur l ieu! .; ;  j o b  be  
a c c o m p l i s h e d  w i th in  a  c e r t a in  p e r io d .  
T h is  m a y  r e q u i r e  a n  t  n p l o j e c  t o  w o rk  
m o r e  t h a n  8 h o u r s  o n  a  p a r t i c u l a r  d a y .  
H o w e v e r ,  t h e  e m p lo y e e  is g iv en  l im e  
o f f  o n  o i l i e r  d a y s  o f  th e  w eek  so  a s  no i  
t o  w o rk  m o r e  t h a n  40  h o u r s  t h a t  p a r ­
t i c u la r  w e e k .  P r o p o n e n t s  o f  a  c h a n g e

say  t h a t  law  is p a r t i c u la r ly  u n fa i r  to 
s m a l l e r  b u s in ess e s  w h o s e  w o r k lo a d  it  
h ea v y  a t  c e r t a in  l im e s  a n d  s lack  o n  
o t h e r  d a y s  o f  th e  w e e k .  T h i s  flexibility  
o f  w o r k e r  t im e  s h o u ld  n o t  im p o se  a n  
a d d i t i o n a l  f in an c ia l  b u r d e n  o n  sm alle r  
b u s in esses .

O p p o n e n t s  to  c h a n g in g  th e  law  a rg u e  
th a t  e m p lo y e e s  w o r k i n g  m o r e  t h a n  8 
h o u r s  in a n y  o n e  d a y  s h o u l d  be  g iven  
e x t r a  c o m p e n s a t i o n  in th e  f o r m  o f  
o v e r t im e  p a y ,  w h e t h e r  th e y  w o r k e d  
v o lu n t a r i l y  o r  w e re  r e q u i r e d  to  d o  so 
by  th e i r  e m p lo y e r .  T h e y  feel d a i ly  o v e r ­
t im e  p a y  s h o u l d  b e  i n d e p e n d e n t  o f  th e  
r e q u i r e m e n t  to  p a y  o v e r t i m e  to  a n  e m ­
p lo y e e  w h o  w o r k s  m o r e  t h a n  4 0  h o u r s  
a  w e e k .

G O V E R N M E N T

P e r m a n e n t  F u n d  I n c o m e
7 . S h o u ld  th e  u n u s e d  p o r t i o n  o f  th e  

i n c o m e  f r o m  th e  P e r m a n e n t  
F u n d  n o t  a l lo c a te d  t o  t h e  D iv i ­
d e n d  P r o g r a m  b e  a u t h o r i z e d  f o r  
t h e  fo l lo w in g ?

a .  T h e  L o n g e v i ty  B o n u s  P r o g r a m  
fo r  th e  e ld e r ly

41% Favor l̂̂ OppMH* 8%1'ndi't'iileil 
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M u n ic ip a l  A s s i s ta n c e  P r o g r a m  
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B A C K G R O U N D :  D u r in g  th e  198 ’ 
L e g is la t iv e  S e ss io n  bil ls w e r e  i n t r o ­
d u c e d  w h ic h  w o u ld  r e q u i r e  t h a t  p a r t  o f  
the  i n c o m e  o f  t h e  P e r m a n e n t  F u n d  be  
he ld  t o  f in a n c e  th e  L o n g e v i ty  B o n u s  
p r o g r a m  a n d / o r  f in a n c e  t h e  m u n ic ip a l  
r e v e n u e  s h a r in g  p r o g r a m .  In  t h e  p a s t ,  
fu n d in g  f o r  s u c h  p r o g r a m s  h a s  b e e n  
f r o m  th e  s t a l e ’s G e n e r a l  F u n d .

P r o p o n e n t s  o f  u s in g  lh e  i n c o m e  f r o m  
th e  P e r m a n e n t  F u n d  to  p t o v i d e  f u n d s  
fo r  th e se  p r o g r a m s  c o n t e n d  th a t  th is  
w o u ld  n o t  v io la te  th e  in te n t  o f  th e  P e r  
m a n e n t  F u n d  f i n a n c in g  a c t iv i t i e s  to  
b en e f i t  (he  m a x im u m  n u m b e r  o f  re s i ­
d e n t s  o f  th e  s t a le .  They  a r g u e  (h a t  p r o ­
g r a m s  like th e  m u n ic ip a l  a s s i s t a n c e  
p r o g r a m  a re  h e lp in g  all  c o m m u n i t i e s  
o f  th e  s t a l e  d i r e c t ly  a n d  th u s  b e n e f i t  
ihe  r e s id e n ts  o f  th e  v a r io u s  c o m m u n i ­
t ies in d i re c t iy  by  r e d u c in g  loca l  t a x a ­
t io n  a n d  p r o v id in g  n e e d e d  se rv ice s .

O p p o n e n t s  a r g u e ’h a t  th e  L e g i s l a tu r e  is 
m e re ly  lo o k in g  fo r  n ew  s o u r c e s  to  f u n d  
th e  e x p e n s iv e  p r o g r a m s  tltes h a v e  c r e a ­
ted  t h e  past  few s e a r s  w h ic h  they  d o
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no t  Nvamt r e d u c e d  in  levels  o f  f u n d i n g ,  
‘ n o w  t h a t  G e n e r a l  F u n d  re v e n u e s  a r e  
d e c l in in g .  O b v io u s ly ,  t h e  m o s t  e n t i c in g  
s o u r c e  f o r  f u n d s  is th e  P e r m a n e n t  
F u n d .  T h e y  s t r o n g l y  a r g u e  t h a t  t h e  i n ­
c o m e  o f  th e  P e r m a n e n t  F u n d  s h o u l d  b e  
kep t  f o r  ' h e  o r ig in a l  p u r p o s e s  e s t a b ­
lished  w h e n  th e  p r o g r a m  w a s  c r e a te d  
a n d  n o t  u sed  to  f u n d  o t h e r  p r o g r a m s  
o f  th e  L e g i s l a tu r e .  T h e y  s t a te  t h a t  th e  
L e g i s l a tu r e  s h o u l d  b e  r e q u i r e d  t o  f u n d  
all p r o g r a m s  o f  t h e  s t a te  f r o m  G e n e r a l  
F u n d  re v e n u e s  o r  f r o m  re v e n u e s  o th e r  
th a n  th e  P e r m a n e n t  F u n d .

G o v e r n m e n t  C o m p e t i t i o n
8. D o e s  th e  S t a t e  o f  A l a s k a  

m a i n t a i n  o p e r a t i o n s  w h i c h  a r e  in 
d i r e c t  c o m p e t i t i o n  w i th  y o u r  
b u s in e s s ?
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B A C K G R O U N D :  P a s t  A l a s k a  S ta te  
B a llo ts  h a v e  a s k e d  w h e t h e r  th e  s t a te  
s h o u ld  des is t  f r o m  a c t iv i t ie s  w h ic h  
d ir ec t ly  c o m p e t e  w i th  p r iv a t e  e n t e r ­
p r ise .  T h e  m e m b e r s h i p  h a s  a lw a y s  
s t ro n g ly  s u p p o r t e d  th i s  c o n c e p t .  H o w ­
e ve r ,  t h e  q u e s t io n  h a s  b e e n  ra i s e d  
a b o u t  h o w  m u c h  c o m p e t i t i o n  t h e r e  a c ­
tua l ly  is. T h is  q u e s t i o n  is i n t e n d e d  to  
d e t e r m in e  th e  p r e s e n t  level o f  c o m p e t i ­
t io n  by  s t a t e  ag e n c ie s .

A n s w e r  " Y e s ”  o n ly  i f  y o u  a r e  s p e c i f i c ­
a l ly  a w a r e  o f  s i g n i f i c a n t  a r e a s  o f  s t a te  
c o m p e t i t i o n  in y o u r  ty p e  o f  b u s in e s s .  
A n s w e r  “ N o ”  i f  y o u  a r e  r e a s o n a b l y  
c e r t a in  t h a t  t h e  s t a t e  d o e s  n i l  c o m p e t e  
w i th  y o u r  b u s in e s s .  I f  y o u  “ d o n ’t 
k n o w ” , p le a s e  s o  i n d i c a t e .  I f  y o u  a r e  
a w a r e  o f  sp ec i f ic  a r e a s  o f  c o m p e t i t i o n ,  
p le a se  list t h e m  in  t h e  C o m m e n t s  sec ­
t io n  o f  th is  B a l lo t .

I n t e r e s t  P a y m e n t  O n  O v e r d u e  Bills
9 .  D o  y o u  f a v o r  o r  o p p o s e

l e g i s l a t io n  to  r e q u i r e  loc a l  g o v ­
e r n m e n t s  to  p a y  in te re s t  o n  t h e i r  
u n p a i d  b ills  a l t e r  3 0  d a y s 9
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B A C K G R O U N D :  D u r in g  1983, leg is­
l a t i o n  w a s  n e a r l y  e n a c t e d  w h ic h  w o u ld  
m a n d a t e  s t a te  a g e n c ie s  to  p a y  in te re s t  
o n  b il ls  n o t  p a id  w i th in  30  d a y s  o f  
r e c e ip t  o f  in v o ic e .  It h a s  b e e n  s u g ­
g e s te d  t h a t  th e  p r io r  l e g i s l a t io n  s h o u l d  
h a v e  b e e n  a p p l i c a b l e  to  loca l  g o v e r n ­
m e n t s  a s  well  a s  s t a t e  a g e n c ie s .  T h e  
p r o b l e m  o f  lo ca l  g o v e r n m e n t s  n o t  p a y ­
in g  b ills o n  t im e  s h o u ld  b e  a d d r e s s e d  in 
f u t u r e  l e g is la t io n .

O p p o n e n t s  o f  p r o m p '  p a y  s a y  th a t  
loca l  g o v e r n m e n t s  f r e q u e n t ly  n e e d  to  
h a v e  e x t e n d e d  p e r io d s  to  p a y  t h e i r  bills 
a n d  s h o u l d  n o t  b e  p e n a l i z e d  w i th  i n t e r ­
est  t h a t  a m o u n t s  t o  t a x p a y e r  d o l l a r s .

E q u a l  A cc e ss  to  J u s t i c e
10. S h o u l d  th e  s t a te  e n a c t  leg is la t ion  

a u t h o r i z i n g  c o u r t s  t o  r e q u i r e  
s t a t e  a g e n c ie s  to  r e im b u r s e  r e a ­
s o n a b le  a t t o r n e y  fees a n d  c o u r t  
c o s t s  to  s m a l l  b u s in e s s e s  w h o  p r e ­
vail  o v e r  a n  a g e n c y  in civil a c ­
t io n s  re la t in g  to  a l leg ed  v io la t io n s  
o f  g o v e r n m e n t a l  r e g u la t i o n s ?
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B A C K G R O U N D :  A g g re s s iv e  a g e n c y  
r e g u l a to r y  e n f o r c e m e n t  f r e q u e n t ly  r e ­
su lt  in w h a t  is c o n s id e r e d  u n w a r r a n t e d  
fines  a n d  c i t a t io n s .  T h e  in te n t  o f  th e  
p r o p o s e d  ac t  is to  r e m e d y  th e  im b a l ­
a n c e  o f  p o w e r  a n d  legal r e s o u r c e s  b e ­
tw e e n  g o v e r n m e n t  a n d  sm a l l  b u s in es s e s  
by  g iv in g  sm a l l  b u s in ess  t h e  m e a n s  to  
c h a l l e n g e  i f  the i r  p o s i t io n  is ju s t i f i e d .

P r o p o n e n t s  o f  th i s  l eg is la t ion  be l ieve  
t h a t  m a k i n g  a g e n c ie s  r e s p o n s ib le  fo r  
a t t o r n e y  fees a n d  c o u r t  cos t s  will d i s ­
c o u r a g e  u n n e c e s s a r y  a c t i o n s  a g a in s t  
sm al l  b u s in e s s e s  a n d  r e d u c e  b u r e a u ­
c ra t ic  i n t e r f e r e n c e  w i th  b u s in es s .  C o s t s  
a n d  fees w o u ld  be  r e im b u r s e d  f r o m  th e  
a g e n c y ’s o p e r a t i n g  b u d g e t  i f  th e  c o u r t s  
f in d s  a n  a g e n c y  a c te d  u n r e a s o n a b ly  in 
p re s s in g  a  c la im  o r  p u n i t iv e  a c t i o n  
a g a in s t  a  sm a l l  b u s in ess .

O p p o n e n t s  sa y  s u c h  leg is la t io n  will u n ­
d u ly  lie t h e  h a n d s  o f  r e g u l a to r s .  
(P le a s e  u s e  the  C o m m e n t  s e c t io n  to  c ite  
i n s ta n c e s  w h e re  y o u  p a id  a  f in e  in 
o r d e r  to  a v o id  th e  c os t  o f  l i t ig a t io n . )
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A l a s k a  S t a t e  L e g i s l a t u r e

Senate C o m m i t t e e  o n  State Affairs

Vic F her, C h a i r  0 Touch V
Juneau, Alaska 99811 
(907) 4 6 5 4 9 5 4

February 28, 1984

To: Rep. John Cowdery, Chair, and Members

House Labor and Commerce Committee

From: Senator Vic Fischer

Re: SCR 18 - relating to small business development

During the 1982 interim, the Senate State Affairs Committee conducted an 
investigation into the effects of state contracting procedures on small, 

minority and female owned businesses in Alaska.

In the course of chat study, and through subsequent testimony before 

recent committee hearings on small business development in Alaska, it's 

become apparent that problems facing minorities and women are basically 

the same as those facing all small Alaska-owned businesses.

Besides the obvious problems associated with high costs, extreme 
weather, lack of infrastructure, and vast distances, small businesses 

face major problems in dealing with the state, particularly on state 

funded construction projects.

The state has no comprehensive policy of support and advoc small
business development. We don't even having a working defina ?

"small" business that realistically reflects the kind of "m>... ' pop"

operations most of us think of when we think of "small".

State construction projects are contracted in a manner that, often as 

not, preclude any Alaska-owned business from successfull bidding, at 

least as a prime contractor. That leaves Alaskans :Ln the position of 

competing for sub-contracts, usually with a large "outside" prime.

Lack of technical assistance, Inability to secure adequate bonding, 

credit or financing, and an impossibly tight cash flow, makes successful 

competition for a sub-contract extremely difficult for small local 

businesses. Meanwhile the concrete continues to be poured and Alaskans 

continue to stand in the cold while someone else reaps the benefits of 

state funded construction projects.

It: will take a push from both the legislative and executive branch to 

end this policy of "benign neglect" and take an active lead in assuring 

that small Alaska-owned businesses benefit from state, capitol projects.
I believe SCR 18 is a step in that direction.



SCR 18 asks the Governor to address these concerns through several 

measures including appointing a task force to assess state policy in 

contracting, local hire, and small business advocacy and to recommend 

measures that will:

- emphasize and promote small business development and maintenance

- assist in securing adequate sources of bonding, credit, and 
loans for small, Alaska-owned businesses

- specify, modify and contract state-funded construction projects 

in a manner to assure a reasonable portion of the work

is performed by small, Alaska-owned businesses

Further, SCR 1 asks the Governor to direct the Attorney General to 
investigate and recommend measures available to the state to assure that 

a reasonable portion of state-funded construction and procurement 

dollars be contracted through small Alaska-owned businesses, consistent 

with provisions of the United States and state of Alaska's constitution.

encouraging small business development in Alaska is the single most 
effective thing the state can do to provide for new industry and a 

stable economic base, opportunities for future growth to Alaska's young 

people, a diversified economy, and jobs for Alaskans.

More than that, the state benefits greatly from local businesses with 

strong community, family, and cultural committments to Alaska. That 

business community, with proper nurturing, can maintain and strengthen 

the overall economy, mobilize the states full productive capacity, and 

preserve and expand the competition basic to our free enterprise system.

SCR 18 passed the Senate unanimously earlier this session. I hope it 

finds such favor in the House and appreciate your consideration of the 

bill in committee.
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S E N A T E  S T A T E  A F F A I R S  C O M M I T T E E

SENATOR VIC FISCHER, CHAIRMAN

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

P O U C H  V, J U N E A U  99811
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Senate State Affa irs Committee 
1982 Interim Report

EFFECTS OF S T A T E  CO N TR A C TIN G  PROCEDURES ON 
SMALL AND MINORITY-OWNED ALASKAN BUSINESSES

During the 1982 interim, the Senate State Affa irs committee investigated 
the effects of state construction contracting procedures on small and 
minority-owned business in Alaska. This  is a report on that effort .

Specif ically, the committee examined an interagency agreement between 
the state Department of  Transportation and Public Facilities (DO TP F)  
and the Alaska State Commission on Human Rights (ASCHR) affecting 
minority owned businesses contracting with the state.

The following report includes a review of that agreement, description 
of  development and transmittal of a polling questionnaire,  an analysis 
of  the results,  and recommendations based on suggestions and infor na­
tion received during the course of administering the questionnaire.

' A S C H R /D O T P F  AGREEMENT

In 1980 the ASCHR entered into an agreement with DOTPF to increase 
participation of minority owrfed businesses in contracting for state 
funded capital projects.

DOTPF agreed to take aff irmative action in insuring minority owned 
business h i d  an equitable chance to successfully bid state funded 
projects.  Included in the agreement were provisions requir ing that 
DOTPF:

Prepare and distribute a policy and procedure memorandum 
outl ining the scope and authority  of  the MBE officer 
charge the MBE off icer with responsibil i ty for developing and 
implementing an affirmative action plan 
identify and certify MBE's
require successful prime contract bidders to submit proof of  
having contacted MBE's as subcontractors (when they intend 
to subcontract) for information and to solicit bids 
be responsible for notify ing and informing minority owned 
businesses of contracting bids and procedures 
establish, pr in t ,  maintain, update and d is tr ib ute  a MBE 
directory

create the position of  Minority Business Enterprise officer in
DOTPF

P a g e . ..1



age i

DOTPF and ASCHR also agreed on goals for assuring a- reasonable 
percent of  total state construction dollars were contracted to minority 
owned businesses. Those goals required that 7.5% of total construction 
dollars for projects under $100,000, not subject to competitive bid,  to 
be contracted through MBE's in FY 1981 (the f irst  year of  the agree­
ment),  I I . 5% in FY 1982, and 15% in FY 1983. Identical percentage goals 
were agreed upon for total subcontracting dollars on wholly state 
funded construction projects.

These goals were not considered quotas, and terms of the agreement 
provided that justified fai lure by DOTPF to meet these goals would not 
be considered to be a breach of- the agreement.

The agreement further  required that ASCHR actively monitor DOTPF's 
compliance and required DOTPF to provide adequate and accurate 
records to enable the Commission to document their compliance.

•
This  agreement represented final resolution of a complaint originally 
filed with the Commission in December, 1978. A fter  several months of  
negotiations between agencies, it was finalized and went into effect for 
the f i rs t  time in 1980.

By June of 1982 , a quest editorial in the Anchorage Times by E. Louis 
Overstreet,  charged that DOTPF had not complied with the agreement. 
He based this charge on an "unreleased report" that "documents the 
fai lure of  DOTPF to live up to the provision of an agreement it entered 
into with the Alaska Human Right commission in February 1980".

Shortly after that editorial appeared, a constituent delivered a copy of 
the ASHRC file charging DOTPF with non-compliance to the Senate 
State Affa irs Committee. That constituent requested the committee to 
review the effectiveness of the agreement in increasing minority busi­
ness participation and to f ind out why the ASCHR was "supp'-essing" a 
report of non-complianco: under the "cover" of confidential ity.

T h e  committee formally requested a compliance report from the ASCHR. 
ASCHR, however, was statutori ly prevented from meeting the commit­
tees request due to terms of the agreement with DOTPF* and re­
strictions under state law (AS 18.80.115).

The ASCHR subsequently filed an action in superior court charging 
DOTPF with non-compliance on October 14, 1982. However, until  they 
had exhausted coricii.ation efforts,  and met the time provisions for 
f il ing and rebuttal laid out in the agreement,  they were prevented 
from disclosing any information about DOTPF's compliance or 
non-compliance.

* Part I I I ,  paragraph 4, of the agreement states: "Whether or not a
breach of this agreement has occurred shall be determined by the 
superior court.  Prior to f il ing an action seeking any such determina­
tion by the superior court,  the parties agree to mair*v a strict  con­
f ident ial ity  regarding any alleged breach and any conciliation efforts".



Because of  the confidential ity restrictions, the committee was unable to 
enlist the help of  the Commission or the Department in determining 
compliance with and effectiveness of the agreement. At the lime they 
were asked to investigate, it was impossible to predict whether there 
had been compliance, how long conciliation efforts may take or,  in­
deed, i f  they were being pursued at all.

The Committee met the same restriction and frustration the minority 
business community faced when asking for swift  and aff irmative state 
action in increasing opportunit ies to participate in state funded con­
struction projects. In addition, as the committee of oversite, Senate 
State A ffa irs  u'as v ital ly interested in how seriously state agencies 
complied with agreements made with the Commission.

In order to independently determine the effectiveness of this 
agreement,  the committee prepared and distributed a questionnaire to 
prime and subcontractors relating to state construction contract award 
procedures, specifically as they apply to minority owned businesses 
and the D O T P F /A S C H R  agreement.

Following is a description of  that questionnaire, an analysis of  the 
results,  and recommendations based on suggestions and information 
received during the course of administering the questionnaire.

QUESTIONNAIR E DESCRIPTION AND METHOD

Two questionnaires were prepared by Committee staff  with help from 
minority businesses, DOTPF's Minority Business Enterprises off icer,  
the Minority Business Assistance Center,  and the ASCHR Systemic 
Discrimination Unit.  One was directed to prime contractors,  the other 
to minority owned businesses eligible to subcontract a DOTPF project. 
(Copies of  questionnaire are attached).

Committee staff  obtained a list of  bid applicants for DOTPF con­
struction projects from 1980 to 1982 and were able to compile a mailing 
list from that information. When it could be determined, only success­
ful bidders for DOTPF contracts were sent prime contractor question­
naire.

A mailing list for minority owned business was compiled from a directo­
ry provided by DOTPF's Minority Business Enterprise off icer,the 
Minority Business Assistance Center, and other constituent sources. 
Each was sent a Minori ty Business Enterprise questionnaire.

In addition to returned questionnaires, some recipients phoned or 
wrote to the committee to provide additional comments or suggestions 
regarding state contracting procedures and small or minority owned 
businesses. Copies of that correspondence is available on request.

The two questionnaires covered a time period from June of 1980 
through June of 1982 (the same time period as ASCHR's aff irmative 
action agreement with D O T P F ) ,  and limited themselves to state funded 
construction projects.



Besides specific contracting information, contractors were also asked to 
provide suggestions and recommendations for legislation (or no legis­
lat ion),  to address the philosophical and public policy considerations of 
minority business set aside programs, and, in some cases, to provide 
business and personal history (residency,  years in business, etc.)

Each questionnaire was accompanied by a Senate State Affa irs  Commit­
tee cover letter explaining the purpose of  oversite on the 
D O T P F /A S C H R  agreement. The committee requested return of  the 
questionnaires within two -weeks of trr.nsmitta! and enclosed a self 
addressed, stamped envelope in an attempt to increase time.v participa­
tion in the polling process.

S T A T I S T I C A L  A NA LYS IS  OF QUESTIONNAIRES

Prime Contractor Questionnaire:

«
436 questionnaires mailed, 49 returned = 11.2% return 
rate

nearly half  the respondents claimed to have been a 
successful DOTPF contractor during the time period covered.

20% claimed not to be aware of the MBE Directory,  25% 
didn't  use the directory to locate sub-contractor,  and 
nearly half  said the "maintained their own list" for locating 
sub-contractors.

signif icant number of respondents were not. aware that 
a MBE contact, form was required as part o f  a DOTPF bid 
package.

36% of respondents said they have never been 
contracted by DOTPF regarding minority owned businesses 
and state contracting.

most prime contractors felt  DOTPF was making a serious 
effort  in assuring MBE's adequate opportunity  to bid 
state construction contracts.

20 % of prime contractors said they were philosophically 
opposed to minority owned set aside or advocacy programs 
and that current MBE programs should be eliminated.

18% of respondents felt no legislative action was 
necessary.

Subcontractor Questionnaire:

450 mailed out,  58 returned = 12.9% r ' -tu-n  rate

79% of the respondents were certif ied as MBE's 
(12 in 1982, 17 in 1981,11 in 1980)



Over half the respondents indicated no awareness of 
MBE off icer services

over half, claimed never to have received bid information 
from DOTPF.

28% of respondents had subcontracted on DOTPF 
projects.

33% of respondents claimed to have been contacted by 
prime contractors

67% o f  respondents claimed never to have been contacted by 
prime contractors

of  the successfully bid contracts, most were less than 
MOO, 000.

less than half  of the respondents knew about the MBE 
contact form requirement.

a majority of  l ikely construction project bidders said 
they had problems getting bonding and credit.

over half  the respondents businesses have been 
operating in Alaska for over 3 years with half of  those 
over f ive years.

over half  the respondents have lived ;n Alaska over 10 
years with over half  of them having li 'ed here more than 
20 years.

The general questions in the minority business questionnaire addressed 
and identified problems preventing small Alaskan owned businesses 
from successfully bidding on state funded construction contracts. A 
discussion of those problems follows.

PROBLEMS IDENTIFIED

In the last ten years, bill ions of dollars have been allocated for state 
funded construction contracts. The sud-’ep explosion of construction, 
corpled with the size and scope of many projects, has placed small and 
minority owned Alaskan businesses at a tremendous disadvantage in 
successfully bidding for contracts.

Besides the "normal" problems with Alaskan-based businesses (high 
cost of  labor and transportation, vast distances, little infrastructure 
e t c . ) ,  small and minority owned businesses face special problems.

Minority owned businesses are usually small businesses (under  $1 
million dollars in gross -avenues per fiscal y _r) and are often unable 
to get bonding, loans cr credit, for la'-ge-scale contracts. In



addition, they are often unaware of  bidding procedures-or notices, and 
are out o f  the mainstream of the contracting "network".

A br ie f  review of DOTPF construction contract awards from 1978 
through 1982 il lustrates the problem well. While nearly 50% of the 
awards are in amounts under $1 million dollars,  they represent less 
than a th ird  of  total contract dollars. The vast majority of  total 
construction dollars go to a relative handful of  contracts over $1 million 
dollars.

Most large-scale construction projects are awarded to out-of-state 
contractors.  Even the existing state statute giv ing a bidders prefer­
ence to Alaskan-based business, is not sufficient to overcome the 
competitive edge la^r^, national or international companies have in 
bidding state fundee construction contracts.

Since most of  these rime contractors tend to subcontract to other 
"outside" companies , small and minority owned Alaskan businesses are 
excluded from taking advantage of the massive input of state dollars 
into capital projects.

The executive branch has attempted to address this issue through the 
A S C H R /D O T P F  agreement but,  so far,  has been unable to insure that 
a reasonable portion of  state funded construction dollars remain in 
Alaska through contracting with small and minority owned businesses.

LE G IS L A T IV E  RECOMMENDATIONS

Specific statutes need addressed by the legislature, to assure a rea­
sonable opportunity for Alaskan owned small businesses to participate 
in the current  flood of  state funded construction projects.

Following are recommendation for legislation based on information 
obtained from the questionnaires:

1. Establish an Alaska Small Business Administration under the 
Department of Commerce and Economic Development (D C E D ),  modeled 
after  the federal program that would: a) define small businesses for 
the purpose of this administration, b) provide a source of credit and 
bonding for Alaska based small businesses, c) promote and advocate 
for small business development and maintenance in Alaska.

2. Create a statewide office of  minority business enterprises in the 
Department of  Commerce and Economic Development,  to aide, advocate 
and support small, minority owned businesses in Alaska.

3. Define "small" Alaskan-based businesses to realistically reflect the 
average assets and capabilities of  existing contractors.  Defining "small" 
as a business having under $2 million dollars in gross revenues for the 
year preceeding application for certif ication under an Alaskan small 
business administration, appears, from the questionnaire, to be a 
reasonable definition for Alaska.



4. Give adequate bidder preference to Alaska-based businesses that 
are small a n d/o r  minority owned. The current 5% bidders preference 
should be raised to a 15% preference to small, Alaskan based busi­
nesses. The 15% preference should require that the low bidder receive 
the contract i f  they re-submit a bid within 10% of the next lowest bid 
submitted.

5. Require prime contractors and joint ventures to award no less 
than 50% o f  total subcontract dollars to small or minority owned 
Alaskan businesses identified and certified by the Department of 
Commerce and Economic Development.

6. Include women, Viet Nam veterans and other economically disad­
vantaged classes of Alaskans in minority status for the purpose of 
these contracting considerations.

7. Require that no less than. 30% of  state funded construction con­
tracts be awarded in amounts under $1 million dollars with half of those 
in amounts under $250,000.

8. Pass a legislative resolution calling upon the Governor to create a 
task force to address state policy in contracting, local hire,  and small 
business advocacy. Require that the executive, judicial, and legisla­
t ive branch, as well as other working Alaskans, are included in the 
task force to assure ful l representation.*

9. Require surety bonders to keep adequate records to document 
why businesses are denied credit or bonding.

* Court decisions on the jurisdiction and authority of states to limit 
employment and contracting opportunit ies to residents or "protected" 
classes of citizens have been many and varied. A U.S. supreme court 
decision, issued in February 1983 , upheld a Boston Mayor's Executive 
Order requiring that 50% of wages paid on city funded or administered 
construction projects be limited to Boston residents.

Based on the f indings of that decision, Senate Bill 174, was introduced 
in the Alaska legislature on March 10, 1983, by Senator Joe Josephson. 
SB 174 requires that, when a construction project is wholly funded by 
state money and the state or an agency of the state is signatory to the 
contract,  worker hours on a c r a f t -b y -c r a f t  basis must be performed at 
least 50% by bona fide state residents.

SB 174 adopts the specific language of the U.S.  Supreme Court 
decision and replaces AS 36.10.010 in an attempt to strengthen Alaska 
hire preference laws to meet anticipated court challenges.

While not directly affecting small and minority business contracting, it 
appears that the Boston decision puts Alaska "back in the residency 
business".  Alaska's authority  to grant bidder preferences to resident 
owned small businesses, for instance, is strengthened by the supreme 
courts dec;sion.



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

S e n a t e  C o m m i t t e e  o n  S t at e  Affairs

Ofridi] Business

Vic Rscher, Chairman • 1024 W. 6ih Avc.t Suite 204 C,
Anchorage, Alaska 99501 
(907) 278-3654

To: ‘

From:

Alaskan Contractors (Prime Contra^tor/^yestionns/re)

Senator Vic Fischer, Chair 
Senate State Affairs Committee

Date: September 29, 1982

Re: Minority business contracting

In the last five years, massive amounts of public dollars have gone to 
the State Department of Transportation ana Public Facilities (DOTPF) for 
statewide construction projects. ' . .

It is the intent of the legislature that all Alaskan businesses axv 
assured an equal chance to bid on and participate in state funded 
capital projects.

In order to assure this, the State Human Rights Commission entered into 
an agreement with DOTPF in June of 1980 to increase participation of 
minority owned small businesses in state construction contracting.

As the ccnrnittee of oversite for the Human Rights Ccrrmission, the Senate 
State Affairs Committee is vitally interested in hew seriously state 
agencies comply with agreements made with the Ccrrmission. We cannot 
determine this without your help.

The enclosed questionnaire was prepared by the Committee to help 
determine just hew effective that agreement has been. Direct information 
from you is the only way to verify or refute the success of this 
agreement. Your response will be greatly appreciated.

The sccpe of this questionnaire includes contracts and sub-contracts 
involving minority owned businesses frcm June 1980 to June 1982. It 
does not include female cwned businesses nor projects paid through 
federal, municipal or private funds.

The purpose of the agreement is to help, not hinder, your efforts to 
include small minority cwned businesses in subcontracting procedures. 
We need to know if you think it has been successful and where you feel 
the system could be improved.

Please return this questionnaire by October 15- to Senator Vic Fischer, 
Chair, Senate State Affairs Cormittee, 1024 W  6th Avenue, Suite 204-C, 
Anchorage, Alaska 99501. We have enclosed a self-addressed, stamped 
envelope for your convenience. For further information call Ginger • 
Haim,in my office, at 278-3654.



ADDRESS:

PHONE:

COMPANY NAME:

1. Did you submit a bid on any contracts for DOTPF projects frcra June 
1980 through June 1982'5  Yes  No.

2. Have you subcontracted any work for EOT?? frcm June 1980 to June
1982? ________Yes  No.

List firms you have subcontracted with on 
DOTPF projects from June 1980 to June 1982.

1 .    4v_______________

2  ._____________________________  5._____________________________

3  ._____________________________  6._____________________________

(Please list additional firms on space 
provided at the end of this questionnaire.)

3. Are you aware of the MEE Directory prepared by DOTPF’s Office of 
Minority Business Enterprises (QMBE)  Yes  No.

4. When did you become aware of this directory?_______________________

5. Did you refer to the MBE Directory7 when looking for subcontractors?
 Yes  No.

6. Is the MBS Directory adequate for your needs?  Yes  No.
W)iat would you like done to improve its usefulness to you?

•7. How else do you contact-MBE1 s?

Do you mein tain your own list?  Yes  No.

8. Are you familiar with the MBE contact form provided by DOTPF? 
Yes No.



9. Are you aware that in order for DOTPF to approve a subcontract, a 
conpleted MBE contact form (25 A  329) must be submitted? Yes 
_ _ N o .

10. Hag DOTPF, to your knowledge, ever approved a subcontract without a
conpleted MBS contact form?  Yes  No. (If yes, please provide
additional information at the end of this questionnaire).

11. How many times did DOTPF contact you regarding MBE's frcxn June 1980
to June 1 9 8 2 ? __________________________ Was the contact adequate to fully
inform you of the subcontracting requirements?________Yes_________No. Do
you know the contact person within DOTPF to call for further information . 
about minority business contracting? •  Y e s _______No.

12. Frcru your personal experience, how serious do you perceive DOTPF to 
be in pursuing methods to assure adequate involvement of MBE's in state
contracting? _______Very serious ________Serious enough ________Not
serious ______ •______  "whitewash" '_j______________ .

Comments? _____

13. What would you like to see DOTPF do to help contractors comply with 
MBE contact requirements?

14 , What would you like to see the legislature do to help assure all 
small Alaskan businesses an equal chance to bid on and participate in 
state funded construction projects? ______________________________________

15. When bidding on a project for which you intend to subcontract, what 
problems would it present to you should DOTPF require evidence of having 
contacted a MBE as part of your bid package?_____________________



16. Please provide any other comments on these questions:

Space for additional ccermants on previous questions:
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W J  S e n a t e  C o m m i t t e e  o n  State Affairs

Vic Fischer, Chairman • 1024 W. 6rh Ave., Suite 204 C,
Anchorage, Alaslc". 99501 
(907) 278-3654

MBE/Interim 
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Official Business

SUBCONTRACTOR QUESTIONNAIRE

To: Minority Business subcontractor

Frcsn: Senator Vic Fischer, Chair
Senate State Affairs Committee

Date: S e p t e m b e r  29, 1982 * *

Re: MBS contracting on state funded projects

In June of 1980 the state Human Rights Commission entered into an 
agreement with the Department of Transportation and Public Facilities 
(DOTPF) to Increase participation of minority owned businesses in 
contracting for state funded capital projects.

As the cannittee of oversight on the Human Rights Commission, the Senate 
State Affairs Committee is vitally interested in hew seriously state 
agencies ccmply with agreements made with the Commission. We cannot do 
this without your help.

The enclosed questionnaire was prepared by the Committee to help 
determine just hew effective this agreement has been. Direct 
information from you is the only way to verify or refute information 
about compliance with that agreement.

The purpose of the agreement was to help, not hinder, efforts to include 
small minority owned businesses in subcontracting procedures. We need 
to knew if you think it has been successful and wnere vcu feel the 
system could be improved.

Please return this questionnaire by October 15 to: Senator Vic Fischer,
Chair, Senate State Affajxs Cormittee, 1024 W  6th Avenue, Suite 204-C, 
Anchorage, Alaska 9950L We have enclosed a self-addressed, stamped 
envelope for your convenience. For further information call Ginger 
Baim, in my office, at 278-3654.
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COMPANY NAME: __________________________________

ADDRESS:__________________________________________

PHONE:

1. List the date your business was certified as a minority of female 
owned business by the state Department of Transportation and Public 
Facilities (DOTPF), Office of Minority Business Enterprises (CMBE).

2. What services are you aware of being par formed by DOTPF's CMBE.

1 . _______________________________________________________________________________________________

2.
«

3.______________________________

3. How many tines during the last year has your firm received
information on contracting activity frcm D O T P F ? _____________________
Was that information presented in a timely and understandable manner to
you? ______ Yes  No. (Space is provided at the end of this
questionnaire for additional carmants).

4. Have you contacted DGTPF on your own? ________Yes ________No

If yes, under what circumstances, for what purpose, when etc.

5. Did you contract on a DCTPF project frcm Jane 1980 through June 1982?
 Yes  No. If yes, was DOTPF or the prime contractor aware
that you are a minority own ad business? _______Yes _______No.

6. List all prime contractors that have requested subcontract bids from' 
your firm from J ine 1980 through June 1982.

1 .____________________________________ 3.____________________________

2  .____________________________________ 4.____________________________

5. 6.

(List additional firms on space provided at end of questionnaire)



7. List the jobs you have performed on DOTPF projects and their 

contract value amount.

Contracts Amounts. ‘ Year

1.    ____

2.      ____

3. ___________________________________ __ ____________________ _____

4  .____________________________________ __________________________  _____

(Use additional space at end of questionnaire if necessary)

8. Are you aware that DOTPF cannot approve a subcontract until a MBE 
has been contacted and a completed contact form submitted? _______Yes

No.

9. Are you aware of any subcontracts approved by DOTPF that did not 
contain the required MBE contact form?_______ Yes  No

10. Is 'obtaining bonding a problem?  Y e s  No

31. Is getting lines of credit at local financial institutions a 
problem?  Yes No Comments?

12. Hew long have you been in business? __________________________

13. Hew long have you lived in Alaska? __________________________

14. What do you feel are the major obstacles to your company's success 
in Alaska?
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15. What would you like to see the legislature do to address the 
problem of minority business access to state contracting jobs, 
particularly through DOTPF? »

Any other carments:

Naire and Phone number of person filling out questionnaire:



M A R C H  8 ,  1 9 8 4

TO: JOHN

FROM: KEN 

RE: SCR 18

IF THE GOVERNOR WERE TO IMPLEMENT THE REQUEST MADE IN 

THIS RESOLUTION, A STATE TASK FORCE WOULD BE APPOINTED, 

ITS PURPOSE WOULD BE TO PROMOTE SMALL BUSINESS DEVELOP­

MENT AND MAINTENANCE IN ALASKA.

SMALL BUSINESSES OPERATING IN ALASKA TODAY ARE PLAGUED 

BY A NUMBER PROBLEMS. I BELIEVE THE INTENTION OF THIS 

RESOLUTION IS TO SEEK THE ADMINISTRATIONS ASSISTANCE IN 

ESTABLISHING POLICY THAT WILL AIDE AND PROMOTE SMALL 

BUSINESS IN ALASKA.

QUESTIONS:

1. IN A REPORT FROM THE SENATE STATE AFFAIRS COMMITTEE IT 

WAS RECOMMENDED THAT THE LEGISLATURE ADDRESS SOME 

NEEDED STATUTE CHANGES THAT WOULD HELP SMALL BUSINESS. 

CAN YOU PERHAPS DEFINE THOSE REGULATIONS AND UPDATE THE 

STATUS OF ANY LEGISLATION THAT MIGHT AMEND THEM ?



2. HOW HAS THE DEPARTMENT OF COMMERCE REACTED TO THE 

SUGGESTION OF ESTABLISHING AN ALASKA SMALL BUSINESS AD­

MINISTRATION ?

3. HOW MUCH MONEY DO YOU THINK IT WOULD COST TO OPERATE 

THE OFFICES OF THE SMALL BUSINESS ADMINISTRATION AND THE 

MINORITY BUSINESS ENTERPRISES ?

4. HOW WOULD YOU DEFINE SMALL BUSINESS ?

5. HAS THE DEPARTMENT OF TRANSPORTATION AND PUBLIC FA­

CILITIES IMPROVED ITS CONTRACTING RECORD SINCE THE SENATE 

STATE AFFAIRS RELEASED ITS REPORT ?

6. WHY DO YOU THINK THERE WAS SUCH A LOW NUMBER OF RE­

SPONSES TO THE COMMITTEE'S QUESTION AIRE ?
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